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MIRANT

To the Stockholders of Mirant Corporation

We focused in 2008 on our core mission ~ enhancing the value of Mirant ~ in the almost
unprecedented context of economic difficulties across the nation, enormous fluctuations in
prices of commadities that affect our business, and serious contractions in the credit and
stock markets (the stock prices of companies in our sector, including ours, fell by more than
half during the year).

. Results. As a result of our focus, we rczpmred net income from
Hedge Levels

Based on expected fotal baseload coal generation continuing operations of $1.215 billion and adjusted earnings

100% before interest, taxes, depreciation and amortization of $782
million (see chart on page 4).

oo Hedging. Within our $1.215 billion of net income is $786 million
of unrealized gains from hedges, principally of our future output

o0 of electricity. We hedge our output several years in advance not
because we think we can predict the future or are smarter than

0% the market, but because the price of electricity is volatile. In
addition to seeking some certainty about the price of our output,

0% we seek some certainty about the price of our principal input,
coal, by entering into contracts for our future needs, often

0%

- : several years forward. We seck s cerrainty about the prices
w005 2010 2011 2012 9013 2014 several years forward. We seek some cerrainty about the prices

of our output and inputs so that we can meet comfortably our

B|Power % Fuel
* s of Februcuy 10, 2009 obligations without maintaining significant amounts of
liquidity for the unexpected.
in 2008, we saw some extreme examples of the volatility of Fuel Volatility

the prices of commodities which confirmed the wisdom of

hedging. Natural gas, which sets the price of electricity 1900
much of the time, rose as high as $13.58 per million Brus 16.00
in the first half of the year and fell as low as $5.29 per 14.00
million Btus in the second half. Steam coal from the 12.00
regions of the Appalachians that supply our plants rose as 2 1000
high as $146 per ton during the first half and was as low £ s00
as $74 per ton in the second half. Oil, a fuel we burn, rose - 500
as high as $119 per barrel in the first half and fell as low 4‘00
as $32 per barrel by the end of the year. 2'00
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Liquidity. In a time when access to liquidity is very limited, we have adequate liquidity for
our business. At the end of 2008, we had $1.831 billion in cash and $583 million avail-
able under our revolving credit facility. We have no significant debt maturities until 2011.

We assess four factors in considering how much liquidity we need: (1) the outlook for our
business; (2) preservation of our credit profile; (3) maintenance of adequate liquidity,
including for capital expenditures; and (4) maintenance of sufficient working capital.
Taking those four factors into account, we returned $4.056 billion to our stockholders
between November 2007 and the end of 2008 by repurchasing approximately 122 million
of our shares, about 48 percent of the shares outstanding when we began the repurchases.

Investing in our business. During 2008, we invested $672 million in our power plants. Of
that amount, we invested $497 million in state-of-the-art environmental controls at our
three stations in Maryland to meet the requirements of the Maryland Healthy Air Act by
the end of 2009. As of the end of 2008, we had spent $997 million of the $1.674 billion
cost of the program. When we have completed the program by the end of 2009, the
environmental controls will be capable of reducing emissions of sulfur dioxide, nitrogen
oxides and mercury by approximately 98 percent, 90 percent and 80 percent, respectively,
for three of our largest coal-fired units.

The outlook. There has been and will continue to be much talk about the future of energy,
including discussions about future sources and climate change. Before we, as a society, can
address the future, we need to understand the present. Some facts:

B Sources of the electricity generated in the United States
Coal - 48 percent
Nuclear — 19 percent
Natural gas - 22 percent
Hydroelectric - 6 percent
Oil - 2 percent

Other, including biomass, solar and wind - 3 percent

B Sources of greenhouse gases in the United States
Generation of electricity — 40 percent

Transportation - 34 percent

B Natural gas compared to coal as a source of greenhouse gases

From extraction to combustion, burning natural gas to generate electricity
produces up to 60 percent of the greenhouse gas effect of burning coal to
generate electricity.

From extraction to combustion, burning liquefied natural gas to generate
electricity produces up to 90 percent of the greenhouse gas effect of
burning coal to generate electricity.



These facts make clear the difficult task of changing how our society obtains its electricity.
Until the recent economic difficulties, consumption of electricity in the United %mtcs had
been growing at approximately 2 percent per year. There have been indications that that
rate of growth has slowed recently in light of the slowdown in the economy. How soon the
nation’s economic difficulties will end is unclear, but they will end. When they do, we
expect the growth in consumption of electricity to resume, even with efforts to reduce
demand and to use electricity more efficiently.

Our generating stations are located
Mirant Operations around the metropolitan areas of
10,112 MW Washington, D.(.’l.; New Yorlk City, San
Francisco and Boston. In mauny of these

areas, the supply of electricity has not
mcreased surhcwndy to meet growing

demand. The lack of adequate growth in

o m”;a’,“‘:‘* Vineyard supply has lead those responsible for the
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Potraro®, Gont antoun electric systems to warn of the potential
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5 230 MW | for future brownouts and blackouts

within a few vears, especially in the area
including Washington, D.C. Although the
economic downturn and consequent

. ) slowing in the growth of demand may
& Power plants sized by capacily & & ¢ ' ’

push these risks out a few years, the

|

worrisome trend is inexorable,

Many of our stations have room to add more generating capacity. Adding meaningful
capacity, whether by us or others, requires our society to reach a consensus on what to
add, something our society has not done. We do not think renewables such as solar, wind
and biomass will provide enough, especially given the intermittent nature of the first two.

Given the time to permit and build meaningful new capacity, the time for reaching a

5{)(:%@&1% CONSENnsus 18 Now. Some more facts:

® Time to permit and construct new power plants

Loal ~ 6 years

ar - unceriain, but ikely 8 or more years

Apart from the times set out above, there is extremely serious opposition in
the United States to adding any new coal-fired power plants on any timeframe.

With this ser of facts, our strategy has three parts:

nerating stations as efficiently as possible. We focus on
as, we

First, we operate our
reliability, safety and minimizing environmental impacts. In all three ar
were pleased with our performance in 2008.

Second, we focus on generating cash, the best measure for any business,




Third, we would like to use that cash to add generating capacity to meet the future needs in
our markets, We will not, however, do so unless we are confident that we will obrain an
appropriate return on our nvestment. Consistent with that approach, we are pursuing the
possibility of adding new, natural-gas fired generating capacity at our California stations.

Until we and others like us are able to add meaningful new generating capacity, the laws
of supply and demand dictate that existing generating stations should become more valuable
when the economy recovers.

My fellow employe
Board of Directors join me in thanking you

7

»s and members of the

for entrusting us with your business.

Ed Muller
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Net Income to Adjusted Net Income and Adjusted EBITDA

Year Ending Year Ending
(millions) December 31, 2008 December 31, 2007
Net income $ 1,265 $ 1,895
Income from discontinued operations 80 1,562
Income from continuing operations 1,215 433
Unrealized (gains) and losses (786) 536
Non-recurring items - 88 (164
Adjusted net income 517 805
Provision for income taxes 2 9
Interest, net 119 45
Depreciation and amortization 144 129
Adjusted EBITDA $ 782 $ 988

Adjusted net income and adjusted EBITDA are non-GAAP financial measures. Management and
some members of the investment community utilize adjusted net income and adjusted EBITDA to
measure financial performance on an ongoing basis. These measures are not recognized in accor-
dance with GAAP and should not be viewed as an alternative to GAAP measures of performance. In
evaluating these adjusted measures, the reader should be aware that in the future Mirant may incur
expenses similar to the adjustments set forth above.
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Notice of Annual Meeting of Stockholders — May 7, 2009

The 2009 Annual Meeting of Stockholders of Mirant Corporation will be held at 8:00 a.m., Eastern Daylight
Time, on Thursday, May 7, 2009, at Mirant’s corporate headquarters, 1155 Perimeter Center West, Atlanta, GA
30338-5416, for the following purposes:

(1) To elect nine members of the Board of Directors nominated by the Board of Directors;

(2) To ratify the appointment of KPMG LLP as our independent registered public accountant for 2009;

(3) To act upon the stockholder proposal described in the attached Proxy Statement; and

(4) To transact such other business as may properly be brought before the meeting and any and all

adjournments or postponements thereof.

In accordance with our Bylaws and action by our Board of Directors, stockholders owning Mirant common stock
at the close of business on March 9, 2009, are entitled to attend and vote at the meeting.

If you plan to attend the meeting in person, please note that you may be asked to present valid picture
identification, such as a driver’s license or passport.

The Proxy Statement, Annual Report and proxy form are included in this mailing.

Even if you plan to attend the meeting, please provide us your voting instructions in one of the following ways as
soon as possible:

(1) Internet — use the Internet address noted on the proxy form and on the previously sent notice to
stockholders

(2) Telephone — use the toll-free number on the proxy form

(3) Mail — mark, sign, and date the proxy form and return in the enclosed postage-paid envelope

By order of the Board of Directors,

Julia A. Houston
Corporate Secretary

March 27, 2009

Important Notice Regarding Availability of Proxy Materials for the Annual Meeting of Stockholders to be
held on May 7, 2009 — the Proxy Statement and our 2008 Annual Report are available at
http://www.mirant.com under “Investor Relations,” then “Financial Information,” then “Annual Reports.”

Directions

+  From the airport or downtown Atlanta: Take I-85 North to GA 400 North to Exit SA Dunwoody. Turn right
and follow Abernathy Road which becomes Perimeter Center West. Turn right at the 3 light into the
entrance of 1155 Perimeter Center West. The parking deck entrance is on the left just past the building.
Visitor parking is on the 3 level (entry level) of the parking deck.

«  From I-285: Take Exit 29 Ashford Dunwoody Road going north toward Perimeter Mall. Turn left at the 5t
traffic light onto Perimeter Center West. Turn left at the 6™ traffic light into the entrance of 1155 Perimeter
Center West. The parking deck entrance is on the left just past the building. Visitor parking is on the 3
level of the parking deck.



General Information

Why am I receiving this Proxy Statement?

You are receiving this Proxy Statement and proxy card because you own shares of Mirant common stock. This
Proxy Statement describes issues on which we would like you to vote at our annual meeting of stockholders. It
also gives you information on these issues so that you can make an informed decision. The Board of Directors of
Mirant Corporation is soliciting your proxy for the 2009 Annual Meeting of Stockholders and any adjournments
thereof. The meeting will be held at 8:00 a.m., Eastern Daylight Time, on Thursday, May 7, 2009, at Mirant’s
corporate headquarters, 1155 Perimeter Center West, Atlanta, GA 30338-5416. This Proxy Statement and proxy
form initially are being provided to stockholders on or about March 27, 2009.

What is being voted upon at the meeting?

The election of nine directors for a one-year term, the ratification of the appointment of KPMG LLP as the
Company’s independent registered public accountant for 2009 and a stockholder proposal are being voted on at
the meeting. We are not aware of any other matters to be presented to the meeting; however, the holders of the
proxies will vote in their discretion on any other matters properly presented.

How does the Board of Directors recommend I vote?
Our Board of Directors unanimously recommends that you vote:
1. FOR each of the nominees to the Board of Directors;

2. FOR ratification of the appointment of KPMG LLP as our independent registered public accountant for
2009; and

3. AGAINST the stockholder proposal.

How do I give voting instructions?

You may give your voting instructions by the Internet, by telephone, by mail or in person at the meeting.
Instructions on how to vote are on the proxy form and on the Notice of Internet Availability of Proxy Materials
previously sent to stockholders. The proxy committee named on the enclosed proxy form will vote all properly
executed proxies that are delivered pursuant to this solicitation and not subsequently revoked in accordance with
your voting instructions. If you hold shares through a bank or broker, please refer to your proxy card or the
information forwarded by your bank or broker to see which options are available to you.

Can I change my vote?

Yes, you may revoke your proxy by submitting a subsequent proxy, by voting in person at the meeting, or by
written request received by Mirant’s Corporate Secretary prior to the Annual Meeting.

Who is entitled to vote at the meeting?

All stockholders of record as of the close of business on the record date of March 9, 2009, may vote. On that
date, there were 143,336,554 shares of Mirant Corporation common stock outstanding and entitled to vote. Each
share of common stock is entitled to one vote on each matter properly brought before the meeting.

How much does each share count?

Each share counts as one vote. No cumulative voting rights are authorized, and dissenters’ rights are not
applicable to these matters.



What happens if I sign and return my proxy card but do not provide voting instructions?

If you return a signed card but do not provide voting instructions, your shares will be voted FOR all nine director
nominees, FOR the ratification of the appointment of our independent registered public accountant for 2009, and
AGAINST the stockholder proposal.

Will my shares be voted if I do not vote by using the Internet, by telephone or by signing and returning my
proxy card?

If you hold your shares directly and not in street name through a bank or broker, and do not vote your shares
using the Internet, by telephone or by signing and returning a proxy card, then your shares will not be voted and
will not count in deciding the matters presented for stockholder consideration at the Annual Meeting.

If your shares are held in street name through a bank or broker, your bank or broker may vote your shares under
certain circumstances if you do not provide voting instructions before the Annual Meeting, in accordance with
New York Stock Exchange rules that govern the banks and brokers. These circumstances include “routine
matters,” such as the election of directors and the ratification of the appointment of our independent registered
public accountant described in this Proxy Statement. Thus, with respect to these matters, if you do not vote your
shares, your bank or broker may vote your shares on your behalf. On non-routine matters, such as the stockholder
proposal described in this Proxy Statement, a bank or broker may not cast a vote, absent specific voting
instructions from you. This is referred to as a “broker non-vote” in this Proxy Statement.

What constitutes a ‘“quorum” for the meeting?

A quorum consists of a majority of the outstanding shares, present or represented by proxy. A quorum is
necessary to conduct business at the Annual Meeting. For the purpose of determining whether or not a quorum
exists, abstentions and broker non-votes are counted as shares present or represented by proxy.

What are the voting requirements for electing members of our Board of Directors?

The affirmative vote of a plurality of the votes cast is required for the election of directors, which means that the
director nominee with the most votes for a particular slot is elected for that slot. You may vote “for” or “withhold
authority” with respect to the election of directors. Only votes “for” or “withhold authority” are counted in
determining whether a plurality has been cast in favor of a director.

What are the voting requirements for ratification of the appointment of KPMG LLP as our independent
registered public accountant for 2009?

The affirmative vote of a majority of the shares present and entitled to vote is required for the ratification of the
appointment of KPMG LLP as our independent registered public accountant for 2009. You may vote “for,”
“against” or “abstain” with respect to the ratification of the appointment of our independent registered public
accountant. Abstentions will have the effect of votes cast against the ratification of the appointment of our
independent registered public accountant.

What are the voting requirements for approval of the stockholder proposal?

The affirmative vote of a majority of the shares present and entitled to vote is required to approve the stockholder
proposal. You may vote “for,” “against” or “abstain” with respect to the stockholder proposal. Abstentions will
have the effect of votes cast against the approval of the stockholder proposal. Broker non-votes will have no
effect on the outcome of the vote.



What does it mean if I get more than one proxy form?

You will receive a proxy form for each account that you have. Please vote proxies for all accounts to ensure that
all your shares are voted. You may consolidate multiple accounts through our transfer agent, Mellon Investor
Services, online at www.melloninvestor.com or by calling (866) 463-1222.

Who pays the expense of soliciting proxies?

Mirant pays the cost of soliciting proxies. The officers or other employees of Mirant or its subsidiaries may
solicit proxies in person or by telephone, electronic transmission or facsimile transmission. Such officers or other
employees will not receive any additional compensation for these activities.

Will a list of stockholders entitled to vote at the meeting be available?

In accordance with Delaware law, a list of stockholders entitled to vote at the meeting will be available at our
corporate headquarters on May 7, 2009, and will be accessible for ten days prior to the meeting between the
hours of 9:00 a.m. and 5:00 p.m. at our corporate headquarters.



Item No. 1 — Election of Directors

Director and Nominee Information

All of the nominees for director currently are directors of Mirant. The following table sets forth information
regarding the names, ages and business experience of the current directors, other directorships held by them, and
the length of their service as directors of Mirant. Additional biographical information regarding our directors is
available on our website at http://www.mirant.com.

Unless otherwise instructed, the persons named on the enclosed proxy form will vote each properly executed
proxy for the election of the nominees outlined below as directors for a one-year term ending in 2010. If any
named nominee becomes unavailable for election, the Board may substitute another nominee. In that event, the
proxy would be voted for the substitute nominee.

The affirmative vote of a plurality of shares present and entitled to vote is required for the election of directors.
The director nominee with the most votes for a particular slot is elected for that slot.

The Board of Directors recommends a vote FOR the nine nominees listed below.

Name

Age

Position and Experience

Thomas W. Cason

66

Director and Audit Committee Chairman of Mirant since 2006. Owned and
managed five agricultural equipment dealerships until retirement in December
2006 (1991-2006). Former Senior Vice President and Chief Financial Officer
(1989-1990) of Baker Hughes Incorporated; Controller and Vice President,
Finance (1977-1989) of various Baker Hughes subsidiaries. After retiring from
Baker Hughes, he held various executive management positions with Key
Tronic Incorporated. He also held a number of auditing positions during his
seven-year career with Arthur Young & Company. Mr. Cason is also a director
of Transocean Ltd.

A. D. (Pete) Correll

67

Director of Mirant since 2000. Lead Director and Nominating and Governance
Committee Chairman of Mirant since 2006. Chairman (2007- Present) of
Atlanta Equity Investors, LLC, a private equity firm that specializes in
recapitalization, outright purchases and growth capital investments in middle
markets; Retired Chairman of the Board (1993-2006), Chief Executive Officer
(1993-2005), and President (1991-2002) of Georgia-Pacific Corporation,
manufacturer and distributor of building products, pulp and paper. Mr. Correll
is also a director of Norfolk Southern Corporation and SunTrust Banks, Inc.

Terry G. Dallas

58

Director of Mirant since 2006. Former Executive Vice President and Chief
Financial Officer (2000-2005) of Unocal Corporation.

Thomas H. Johnson

59

Director and Compensation Committee Chairman of Mirant since 2006.
Managing Partner (2005- Present) of THJ Investments, LP, a private
investment entity. Retired Chairman (2000-2005) and President and Chief
Executive Officer (1997-2005) of Chesapeake Corporation, a specialty
packaging manufacturer; Former President and Chief Executive Officer (1989-
2007) of Riverwood International, an integrated forest products company. He
is also a director of Coca-Cola Enterprises, Universal Corporation and
ModusLink Global Solutions, Inc.

John T. Miller

62

Director of Mirant since 2006. Former Chief Financial Officer (1998-2001)
and Chief Executive Officer and director (2001-2005) of American Ref-Fuel
Company, operator of waste-to-energy generation facilities in the northeastern
United States. Mr. Miller is also a director of Highstar Waste Holdings Corp.,
Future Fuels LLC and Advanced Disposal Services, Inc.




Name

Age

Position and Experience

Edward R. Muller

57

Chairman, President and Chief Executive Officer of Mirant since 2005.
Former President and Chief Executive Officer (1993-2000) of Edison Mission
Energy, a California-based independent power producer. Mr. Muller is also a
director of Transocean Ltd.

Robert C. Murray

63

Director of Mirant since 2006. Former Chairman (2002-2004) and Interim
Chief Executive Officer (2002-2003) of Pantellos Corporation, an e-commerce
procurement marketplace for the utility industry, and former Chief Financial
Officer (1992-2001) of Public Service Enterprise Group, an energy and energy
services company.

John M. Quain

54

Director of Mirant since 2006. Chairman of the Energy and Utility Law
Practice Group (2001-present) of Buchanan Ingersoll & Rooney, a law firm
engaged in strategic planning and regulatory consultative services for energy
and utility companies.

William L. Thacker

63

Director of Mirant since 2006. Former President, Chief Executive Officer,
Chairman and Advisor to the President and CEO (1992-2002) of Texas
Eastern Products Pipeline Company, LLC, owner and operator of petroleum
product pipelines in the United States. He is also a director of Copano Energy,
LLC and Kayne Anderson Energy Development Co.




Corporate Governance

Board Structure

Our current Board of Directors consists of nine directors who have diverse backgrounds and experience and is
chaired by Edward R. Muller, our President and Chief Executive Officer. Mr. Muller was elected as Chairman of
the Board, President and Chief Executive Officer on September 30, 2005. The other individuals listed above were
originally appointed as directors on January 3, 2006, in conjunction with our emergence from bankruptcy. All
members of the current Board were re-elected at our 2008 Annual Meeting of Stockholders on May 7, 2008.
Each director serves a one-year term and is subject to annual election.

A. D. (Pete) Correll serves as lead independent director. In this role he coordinates the activities of the other
non-management directors, serves as chairman of the Nominating and Governance Committee, presides over
meetings of the non-management directors and serves as the liaison between the non-management directors and
the Chairman of the Board.

The Board of Directors met 13 times in 2008 and the non-management Directors met in executive session four
times in 2008. No director attended fewer than 75% of the total of the Board meetings and the meetings of the
committees upon which he served. All directors were present at our 2008 Annual Meeting of Stockholders held
at our corporate headquarters on May 7, 2008.

Corporate Governance Guidelines and Committee Charters

In 2006, the Board of Directors approved new Corporate Governance Guidelines and new charters for the Audit,
Compensation, and Nominating and Governance Committees that comply with applicable laws and regulations
and the listing standards of the New York Stock Exchange. The Corporate Governance Guidelines describe the
qualifications and role of the Board and outline the responsibilities of the directors. They provide that the Board
will conduct an annual evaluation to assess and enhance its effectiveness, and the Guidelines direct
non-management directors to meet in executive session at least quarterly, with the Company’s lead independent
director presiding at these sessions. Under the Guidelines, directors are expected to attend the Company’s Annual
Meeting of Stockholders. The Corporate Governance Guidelines and all three committee charters are posted on
our website at http://www.mirant.com. Stockholders may obtain a copy of the Guidelines and committee charters
by written request to the Corporate Secretary at Mirant Corporation, 1155 Perimeter Center West, Atlanta, GA
30338-5416.

Director Independence

The Board has determined that each of the following non-management directors is independent under applicable
New York Stock Exchange listing standards and our Corporate Governance Guidelines: Thomas W. Cason, A.D.
(Pete) Correll, Terry G. Dallas, Thomas H. Johnson, John T. Miller, Robert C. Murray, John M. Quain, and
William L. Thacker. Each director designated as independent has no material relationship with the Company that
would impair his independence. This determination was based upon the recommendation of the Nominating and
Governance Committee and all relevant facts and circumstances appropriate for consideration in the judgment of
the Board. As described in the Corporate Governance Guidelines, the Board applies the following standards in
assessing independence:

(1) No director can qualify as independent if he or she has a material relationship with the Company, either
directly or as a partner, stockholder or officer of an organization that has a relationship with the
Company.

(2) A director is not independent if:

(i) The director is, or has been within the last three years, an employee of the Company, or an
immediate family member of the director is, or has been within the last three years, an executive
officer of the Company.



(ii) The director, or an immediate family member of the director, has received during any 12-month
period during the last three years more than $100,000 in direct compensation from the Company,
other than director and committee fees and pension or other forms of deferred compensation for
prior service (provided such compensation is not contingent in any way on continued service).
Compensation received by an immediate family member for service as an employee (other than an
executive officer) is not considered for purposes of this standard.

(iii) (A) The director or an immediate family member is a current partner of a firm that is the
company’s internal or external auditor; (B) the director is a current employee of such a firm:
(C) the director has an immediate family member who is a current employee of such a firm and
who participates in the firm’s audit, assurance or tax compliance (but not tax planning) practice;
or (D) the director or an immediate family member was within the last three years (but is no
longer) a partner or employee of such a firm and personally worked on the listed company’s audit
within that time.

(iv) The director, or an immediate family member of the director, is, or within the last three years has
been, employed as an executive officer of another company where any of the Company’s present
executive officers serves or served at the same time on that company’s compensation committee.

(v) The director is a current employee, or has an immediate family member who is a current executive
officer, of another company that has made payments to, or received payments from, the Company
for property or services in an amount which, in any of the last three fiscal years, exceeds the
greater of $1 million or 2% of the other company’s consolidated gross annual revenues.

(vi) The director is, or in the past three years has been, an executive officer of a charitable organization
to which the Company made contributions in an amount which in any single fiscal year exceeds
the greater of $1 million or 2% of such charitable organization’s consolidated gross annual
revenues,

Related Person Transactions
Review and Approval of Related Person Transactions

Our Nominating and Governance Committee is responsible for reviewing and approving any related person
transactions by the Company. Mirant’s legal department has adopted written policies and procedures to track and
assess relationships and transactions to which the Company and our directors and executive officers or their
immediate family members are parties to determine if they have a direct or indirect material interest in the
transaction. At the first scheduled Nominating and Governance Committee meeting each calendar year,
management identifies for the Committee any related person transactions to be entered into for that calendar
year, including the proposed aggregate value of such transactions. All related person transactions must be
approved by the Nominating and Governance Committee and must be on terms comparable to those that could be
obtained in arms-length dealings with an unrelated third party.

Related Person Transactions

There were no reportable transactions between the Company and related persons in 2008.

Stockholder Communications Policy

Stockholders and other interested parties who wish to send communications to our Board of Directors or
independent directors may do so by writing to the Board in care of our Corporate Secretary, Mirant Corporation,
1155 Perimeter Center West, Atlanta, GA 30338-5416. We have also established the following email addresses
to which communications intended for directors may be sent and have provided links to these addresses on our
website: directors@mirant.com (to the directors as a group) and independent.directors@mirant.com (to the
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non-management directors as a group). The Board has instructed the Corporate Secretary to assist the Board in
reviewing all communications received as follows:

« Customer, vendor or employee complaints will be investigated by management and a log of such
complaints will be provided to the Chair of the Nominating and Governance Committee.

« Communications containing complaints regarding accounting, internal control or auditing matters will
be investigated in accordance with the procedures established by the Audit Committee.

« Solicitations for periodicals or other subscriptions, surveys and business solicitations, and other similar
communications generally will not be forwarded to the directors.

Except as described above, the Corporate Secretary will forward (i) written communications addressed to the full
Board to the Chairman of the Board; (ii) written communications addressed to the non-management directors to
the lead independent director; and (iii) written communications addressed to any individual director or directors
to the individual(s) to whom the communication is directed. However, materials that are unduly hostile,
threatening, illegal or similarly unsuitable generally will not be forwarded.

Committee Membership

The Board of Directors has standing Executive, Compensation, Nominating and Governance, and Audit
Committees. Provided below is information about the membership, responsibilities, and actions of these
committees during 2008.

Executive Committee

The Executive Committee is composed of four members — Edward R. Muller, Thomas W. Cason, A.D. (Pete)
Correll and Thomas H. Johnson. It was established for the sole purpose of authorizing and approving transactions
and commitments for power, fuel, emissions and related fuel storage and transportation agreements that exceed
the authority delegated by the Board of Directors to the Chief Executive Officer. The Executive Committee did
not meet during 2008.

Compensation Committee

The Compensation Committee is composed of three members — Thomas H. Johnson, A.D. (Pete) Correll and
William L. Thacker. Mr. Johnson serves as the chair of the committee. Each member initially was appointed by
the Board of Directors upon our emergence from bankruptcy on January 3, 2006 and reappointed annually each
year thereafter. Upon recommendation of the Nominating and Governance Committee, the Board of Directors
determined that each member of the Compensation Committee meets the independence requirements of the New
York Stock Exchange and our Corporate Governance Guidelines.

The Compensation Committee met six times in 2008 and met five times in executive session at those meetings.
The Chief Executive Officer, the Corporate Secretary, the Senior Vice President, Administration and the Director
of Compensation and Benefits attend Compensation Committee meetings as representatives of the Company.

The Compensation Committee is responsible for establishing and administering the compensation and benefits
programs for our named executive officers. The key responsibilities of the Compensation Committee are:
« Oversight of compensation philosophy, amounts, plans, and policies;

« Evaluation of the performance of officers at the level of Senior Vice President and above and approval
of their compensation;

« Administration of executive compensation plans;
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* Review of management succession plans; and

* Recommendation of compensation for non-management directors.

A copy of the Compensation Committee Charter is available on our website at http://www.mirant.com. In
addition to outlining the Committee’s governance and responsibilities, the Charter grants the Compensation
Committee the authority to engage independent counsel and other outside advisors.

Compensation Committee Interlocks and Insider Participation

All members of our Compensation Committee during 2008 were independent directors, and none was an
employee or former employee of the Company. During 2008, none of our executive officers served on the
compensation committee or board of directors of another entity whose executive officer(s) served on our
Compensation Committee or Board of Directors.

Nominating and Governance Committee

The Nominating and Governance Committee is composed of three members — A.D. (Pete) Correll, Terry G.
Dallas and John M. Quain. Mr. Correll serves as the chair of the committee. Each member was appointed by the
Board of Directors on January 3, 2006 and reappointed annually each year thereafter. The Board of Directors
determined that each of the members of the Nominating and Governance Committee meets the independence
requirements of the New York Stock Exchange and our Corporate Governance Guidelines. The Nominating and
Governance Committee met four times during 2008 and met in executive session in each of those meetings. The
key responsibilities of the Nominating and Governance Committee are:

* Recommendation and implementation of the Corporate Governance Guidelines;

* Recommendation to the Board of Directors regarding the composition of the Board and the
composition of Board committees;

* Oversight of Mirant’s compliance with its Code of Ethics and Business Conduct and review and
discussion with management and the General Counsel of legal and regulatory requirements,
compliance matters and material litigation; and

* Assistance of the Board in identifying qualified individuals to become Board members and
recommendation to the Board regarding the selection of director nominees for election at the annual
meeting of stockholders, assessment of director independence and evaluation of Board effectiveness.

The Nominating and Governance Committee Charter grants the Committee the authority to engage independent
counsel and other outside advisors. Management, under the oversight of the Nominating and Governance
Comnmittee, is responsible for establishing and maintaining a system to ensure compliance with the Corporate
Governance Guidelines and the Code of Ethics and Business conduct. A copy of the Nominating and Governance
Committee Charter is available on our website at http://www.mirant.com.

Director Nomination Process

The Nominating and Governance Committee is responsible for identifying qualified individuals to become Board
members. The Nominating and Governance Committee will consider written nominations from stockholders for
director candidates if submitted in accordance with the Company’s Bylaws. Stockholders making a director
nominee recommendation must submit a written notice to the Corporate Secretary, Mirant Corporation, 1155
Perimeter Center West, Atlanta, GA 30338-5416. Recommendations submitted for consideration by the
Nominating and Governance Committee in preparation for the 2010 Annual Meeting of Stockholders must be
received by November 27, 2010, and must contain the following information: (a) the name and address of the
recommending stockholder; (b) the name and address of the person to be nominated; (c) a representation that the
stockholder is a holder of Mirant’s common stock entitled to vote at the meeting; (d) a statement in support of the
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stockholder’s recommendation, including a description of the candidate’s qualifications; (e) information
regarding the candidate that would be required to be included in a Proxy Statement filed in accordance with the
rules of the Securities and Exchange Commission (the “SEC”); and (f) the candidate’s written, signed consent to
serve if elected. The Nominating and Governance Committee will evaluate candidates recommended by
stockholders based on the same criteria it uses to evaluate candidates from other sources.

The Corporate Governance Guidelines, as approved by the Board of Directors and posted on our website, set
forth qualifications and criteria for our directors and require that the assessment of potential candidates include
independence, business and professional experience (including current public company boards on which a
nominee serves), ability to devote sufficient time to the affairs of Mirant, and characteristics of the current Board
of Directors, including diversity, age and skills (such as financial expertise, international experience and
experience in the energy industry). The Nominating and Governance Committee’s process includes identification
of director candidates and evaluation of the candidates based on the Corporate Governance Guidelines and the
following minimum qualifications:

« the highest ethics, integrity and values;

« an outstanding personal and professional reputation;

« professional experience that adds to the mix of the Board as a whole;
« the ability to exercise independent business judgment;

« freedom from conflicts of interest;

« demonstrated leadership skills; and

« the willingness and ability to devote the time necessary to perform the duties and responsibilities of a
director.

The Committee’s selection process also provides for engagement of third party search firms, interviews with
various members of the Committee, the Board and management, and an evaluation of each individual in the
context of the Board as a whole, applying the criteria that it deems appropriate. The final selection of nominees is
made by the Board of Directors.

Alternatively, stockholders intending to appear at our Annual Meeting of Stockholders in order to nominate a
candidate for election at the meeting (in cases where the Board of Directors does not intend to nominate the
candidate or where the Nominating and Governance Committee was not required to consider his or her
candidacy) must comply with the requirements set forth in Article II, Section 11A of the Company’s Bylaws,
which may be found on our website at htip://www.mirant.com.

Audit Committee

The Audit Committee is composed of three members — Thomas W. Cason, John T. Miller and Robert C. Murray.
Mr. Cason serves as the chair of the committee. Each member of the Audit Committee was appointed by the
Board of Directors on January 3, 2006 and reappointed annually each year thereafter. Upon recommendation of
the Nominating and Governance Committee, the Board of Directors determined that each member of the Audit
Committee (i) meets the independence requirements of the New York Stock Exchange, SEC regulations and our
Corporate Governance Guidelines and (ii) is financially literate and qualifies as an “audit committee financial
expert” as defined in the SEC regulations. The Board has adopted a written charter for the Audit Committee,
which is available on our website at http://www.mirant.com.

The Audit Committee met five times during 2008. The Audit Committee met in executive session and had
separate private discussions with the independent registered public accountant and the Vice President of Internal
Audit at each regularly scheduled meeting. The key responsibilities of the Audit Committee are:

«  Oversight of Mirant’s financial reporting process and oversight of the quality and integrity of Mirant’s
financial statements;
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*  Oversight of Mirant’s relationship with its independent registered public accountant and sole authority
and responsibility to select, evaluate and, where appropriate, replace the independent registered public
accountant, which reports directly to the Audit Committee:

* Pre-approval of all audit and permitted non-audit services to be provided by the independent registered
public accountant as well as the compensation, fees and terms for such services;

* Review of the annual internal audit program, major findings and recommendations resulting from
internal audits and oversight of the Vice President of Internal Audit, who reports to the Audit
Committee;

* Review with management and the General Counsel of legal, regulatory and compliance matters that
may have a material impact on the financial statements or involve concerns regarding accounting or
auditing matters and establishment of procedures related to such concerns; and

* Review with management and the independent registered public accountant of the policies for
assessing and managing significant risks to the Company.

The Audit Committee Charter grants the Audit Committee the authority to engage independent counsel and other
outside advisors. Following the consideration of the qualifications of the members of the engagement team and
formal responses from the independent registered public accountant as to its independence, staffing plans and
quality controls, the Audit Committee selected KPMG LLP as independent registered public accountant for 2009,
subject to ratification by the stockholders at the Annual Meeting.
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Audit Committee Report

The Audit Committee is responsible for overseeing the Company’s financial reporting process, including
supervising Mirant’s relationship with its independent registered public accountant, KPMG LLP, which reports
directly to the Committee. The Audit Committee (i) assists the Board in its oversight of the quality and integrity
of Mirant’s financial statements, including the financial reporting process and systems of internal control over
financial reporting; (ii) is directly responsible for the appointment, compensation, retention and oversight of the
independent registered public accountant; and (iii) reviews the appointment, replacement and compensation of
the Vice President of Internal Audit, who reports to the Committee.

In discharging its duties and responsibilities, the Audit Committee has:

 reviewed and discussed with management and the independent registered public accountant Mirant’s
audited financial statements for the year ended December 31, 2008;

o discussed with the independent registered public accountant the matters required to be discussed by
Statement of Auditing Standards No. 61, as amended, as adopted by the Public Company Accounting
Oversight Board in Rule 3200T;

o reviewed and discussed with management and the independent registered public accountant
management’s assessment of the effectiveness of the Company’s internal control over financial
reporting and the independent registered public accountant’s evaluation of the Company’s internal
control over financial reporting;

« received from the independent registered public accountant a formal written statement describing all
relationships with Mirant that might affect its independence as required by applicable requirements of
the Public Company Accounting Oversight Board regarding the independent accountant’s
communications with the Audit Committee concerning independence, and discussed with the
independent registered public accountant its independence;

o considered whether the provision of non-audit services is compatible with maintaining the independent
registered public accountant’s independence; and

o concluded that the independent registered public accountant is independent from the Company and its
management.

Management, under the oversight of the Audit Committee, is responsible for establishing and maintaining a
system of internal control over financial reporting and for preparing the Company’s financial statements and
reports in accordance with generally accepted accounting principles in the United States. Management
represented to the Committee that the Company’s annual financial statements were prepared in accordance with
generally accepted accounting principles in the United States.

The independent registered public accountant is responsible for auditing the financial statements in accordance
with the standards of the Public Company Accounting Oversight Board and expressing an opinion on the
conformity of the Company’s annual financial statements to generally accepted accounting principles in the
United States. In addition, the independent registered public accountant expresses an opinion on the effectiveness
of the Company’s internal control over financial reporting.

In reliance on the reviews and discussions noted above, the Audit Committee recommended to the Board of
Directors that the audited financial statements be included in Mirant’s Annual Report on Form 10-K for the year
ended December 31, 2008, for filing with the SEC.

Submitted on March 27, 2009 by the members of the Audit Committee of the Company’s Board of Directors:

Thomas W. Cason
John T. Miller
Robert C. Murray
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Audit and Non-Audit Fees

Principal Accountant Fees and Services

The following table presents fees for professional audit services and other services rendered by KPMG LLP (in
thousands):

2008 2007
AuditFees (1) ... o $5,847  $6,833
Audit-Related Fees (2) .......... ... . ... . 573 297
Tax Fees (3) . ..ot — 13
Total ... $6,420 $7,143

(1) Audit fees and expenses represent fees billed and expected to be billed for professional services rendered in
connection with (a) audits and reviews of the 2008 and 2007 Mirant Corporation consolidated financial
statements in accordance with standards of the Public Company Accounting Oversight Board; (b) audits of
various Mirant subsidiary financial statements required by statute or regulation; and (c) consultations on
accounting matters reflected in the financial statements.

(2) Audit-related fees represent fees billed for professional services rendered in connection with (a) audits of
Mirant’s employee benefit plans; (b) audits of subsidiaries required by debt covenants; (c) document
production in connection with legal subpoenas related to various Mirant litigation matters; and (d) our
response to an SEC comment letter related to our 2007 Annual Report on Form 10-K.

(3) Tax fees represent fees billed for professional services rendered in connection with (a) tax compliance;
(b) consultations related to tax audits and appeals; and (c) technical tax advice on rulings from taxing
authorities.

Audit Committee Pre-Approval

The Audit Committee has pre-approved all audit services and permitted non-audit services provided by the
independent registered public accountant, and the compensation, fees and terms for such services. The
Committee also has approved an Independent Auditor Policy that requires Audit Committee pre-approval of
audit services provided by the independent registered public accountant and any changes in terms and
compensation resulting from changes in audit scope, company structure or other matters. The Policy also requires
annual approval by the Audit Committee or its Chairman, the independent registered public accountant’s lead
partner, and Mirant’s Chief Financial Officer or Controller of the compensation and terms of service for any
permitted non-audit services provided by the independent registered public accountant. Any proposed non-audit
services exceeding the pre-approved fee levels previously approved by the Audit Committee or its Chairman
require pre-approval by the Audit Committee or its Chairman. The Controller reports quarterly to the Audit
Committee on the services performed and fees incurred by the independent registered public accountant for audit
and permitted non-audit services during the prior quarter. ‘
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Item No. 2 — Ratification of Independent Registered Public Accountant

The Audit Committee of the Board appointed KPMG LLP to serve as the Company’s independent registered
public accountant for the fiscal year ending December 31, 2009. Although not required by our Bylaws, the Board
is submitting the appointment of KPMG LLP to our stockholders for ratification.

If this proposal is not ratified at the Annual Meeting, the Audit Committee will reconsider its appointment of
KPMG LLP as Mirant’s independent registered public accountant for 2009.

Representatives of KPMG LLP are expected to be present at the Annual Meeting, will have an opportunity to
make a statement if they desire to do so and will be available to respond to appropriate questions.

The Board of Directors recommends a vote FOR ratification of the appointment of KPMG LLP as
independent registered public accountant for 2009 under Item No. 2.
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Item No. 3 — Stockholder Proposal

We expect the following item to be presented by one or more stockholders at the annual meeting. Following SEC
rules, we are reprinting the proposal and supporting statement as they were submitted to us. We take no
responsibility for them. On request to the Corporate Secretary at the address listed under the Stockholder
Proposals section of this Proxy Statement, we will provide the names, addresses and stockholdings of the
sponsors, as well as the names, addresses and stockholdings of any co-sponsors.

Global Warming
WHEREAS:

In 2007, the Intergovernmental Panel on Climate Change found that that “warming of the climate system is
unequivocal” and that man-made greenhouse gas emissions are now believed, with greater than 90 percent
certainty, to be the cause.

In October 2007, a group representing the world’s 150 scientific and engineering academies including the U.S.
National Academy of Sciences issued a report urging governments to lower greenhouse gas emissions by
establishing a firm and rising price for such emissions and by doubling energy research budgets to accelerate
deployment of cleaner and more efficient technologies.

In October 2006, a report authored by former chief economist of The World Bank, Sir Nicolas Stern, estimated
that climate change will cost between 5% and 20% of global domestic product if emissions are not reduced, and
that greenhouse gases can be reduced at a cost of approximately 1% of global economic growth. The report also
warned that “the investment that takes place in the next 10-20 years will have a profound effect on the climate in
the second half of this century and in the next.”

In 2004, combustion of coal was responsible for approximately 35% of all greenhouse gas emissions generated
by fossil fuels in the U.S.

Seventeen U.S. states have established statewide emissions reduction goals and a majority of U.S. states have
entered into regional initiatives to reduce emissions. Two such initiatives are the Western Climate Initiative, a
six-state collaboration with an emissions reduction goal of 15% below 2005 levels by 2020; and the Regional
Greenhouse Gas Initiative, involving nine northeastern states that aim to reduce carbon dioxide emissions from
power plants by 10% between 2009 and 2019. As of September 2007, the U.S. Senate is considering at least
seven proposals calling for a national cap-and-trade system to regulate and reduce greenhouse gas emissions.

In May 2007, Standard and Poors indicated that energy efficiency is likely to emerge as a major part of the
solution to climate change, and warned that the global power system “can’t do without coal, but it also continue
to burn coal in its current form.”

In a July 2007 report, Citigroup warned that, “Prophesies of a new wave of Coal-fired generation have vaporized,
while clean Coal technologies such as IGCC with carbon capture and Coal-to-Liquids remain a decade away, or
more,” and that, “company productivity/margins are likely to be structurally impaired by new regulatory
mandates” to reduce greenhouse gas emissions.

RESOLVED: Shareholders request a report [reviewed by a board committee of independent directors] on how
the company is responding to rising regulatory, competitive, and public pressure to significantly reduce carbon
dioxide and other emissions from the company’s products and operations. The report should be provided by
September 1, 2009 at a reasonable cost and omit proprietary information.
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BOARD OF DIRECTORS’ STATEMENT IN OPPOSITION OF THE PROPOSAL

The Board of Directors recommends a vote AGAINST this proposal under Item No. 3.

Mirant’s principal responsibility is to provide reliable and competitive electricity. In doing so, Mirant recognizes
the importance of minimizing the environmental impact of our operations. For example, we:

have underway a $1.674 billion initiative to install, by 2010, emissions controls at our Maryland
facilities that will be capable of reducing emissions of sulfur dioxide, nitrogen oxides and mercury by
approximately 98%, 90% and 80%, respectively, for three of our largest coal-fired units;

participate in the Regional Greenhouse Gas Initiative, a multi-state effort in the Northeast, which calls
for the stabilization of carbon dioxide emissions at current levels from 2009 to 2015, followed by a
2.5% reduction each year from 2015 to 2018;

participate in the Climate Registry for our California plants;

have adopted corporate “Principles for Addressing Greenhouse Gases” and supported a global
approach to reducing emissions of all sources of carbon, not just emissions from the electric sector;

have supported “cap and trade” legislation in Congress; and

recently joined the Chicago Climate Exchange, a voluntary greenhouse gas registry, reduction and
trading system, and have committed to meet annual emissions reduction targets and, by 2010, to reduce
our greenhouse gas emissions by 6% below the average of our 1998 to 2001 levels.

Although there is no existing cost-effective technology to reduce emissions of carbon dioxide from power plants
fueled by coal, oil or gas, we are exploring ways to mitigate emissions by, among other things, improving the
efficiency of our plants, recycling waste products like gypsum and ash and seeking offsets. We think that we
have taken a reasonable and practical approach to manage carbon dioxide and other emissions and have
estimated and disclosed our existing and future emissions and described our emissions reduction efforts in our
Securities and Exchange Commission filings, including our recently filed Annual Report on Form 10-K. We
think the proposed report would be largely duplicative of our current disclosure and we do not think that the time
and resources required to produce this report would create additional value for our stockholders.

The Board of Directors, therefore, recommends a vote AGAINST this proposal.
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Executive Officers

Our executive officers are elected by the Board of Directors annually to hold office until their successors are
elected and qualified. The following table sets forth information regarding the names, ages, titles and business
experience of the current executive officers of Mirant. Additional biographical information regarding our
executive officers is available on our website at http://www.mirant.com.

Name Age Position and Experience

Edward R. Muller 57 Chairman, President and Chief Executive Officer of Mirant since 2005.
President and Chief Executive Officer (1993-2000) of Edison Mission Energy,
a California-based independent power producer. Mr. Muller is also a director
of Transocean Ltd.

Robert M. Edgell 62 | Executive Vice President and Chief Operating Officer* of Mirant since 2006.
Managing Director (2005) of Private Power International Development PTE,
LTD, a Singapore registered private company engaged in consulting,
development and equity investment in private power projects in Asia.
Executive Vice President and General Manager, Asia-Pacific Division (1996
2005) of Edison Mission Energy.

James V. laco, Jr. 64 Executive Vice President and Chief Financial Officer of Mirant since 2005.
Senior Vice President and President, Americas Division (1998-2000), and
Senior Vice President and Chief Financial Officer (1994-1998) of Edison
Mission Energy.

Thomas E. Legro 57 | Senior Vice President and Controller of Mirant since 2005. Vice President,
Chief Accounting Officer and Corporate Controller, National Energy & Gas
Transmission, Inc., a subsidiary of Pacific Gas and Electric Inc (2001-2004).
Vice President and Corporate Controller (1994-2001), Manager of Financial
Planning and Analysis (1992-1993), and Assistant Controller of Edison
Mission Energy (1990-1991).

S. Linn Williams 62 | Executive Vice President, General Counsel and Chief Compliance Officer of
Mirant since 2005. Senior Vice President and President, European Division
(1998-2000), and Senior Vice President and General Counsel (1994—-1998) of
Edison Mission Energy.

* Mr. Edgell’s title was Executive Vice President and U.S. Region Head until the completion of the sales of our
international businesses in 2007.
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Executive Compensation

Compensation Discussion and Analysis

The following discussion and analysis describes the philosophy and objectives of our executive compensation
program, explains the compensation decision-making process, and details the individual components of total
compensation for our named executive officers in 2008. Our 2008 named executive officers are as follows:
Edward R. Muller — President and Chief Executive Officer; James V. laco, Jr. - Executive Vice President and
Chief Financial Officer; Robert M. Edgell — Executive Vice President and Chief Operating Officer; S. Linn
Williams — Executive Vice President, General Counsel and Chief Compliance Officer; and Thomas E. Legro —
Senior Vice President and Controller.

Executive Summary

Set forth below is an overview of the more detailed disclosure included in our Compensation Discussion and
Analysis.

o There were no material changes to our compensation objectives, components and practices from 2007
to 2008.

« The main objectives of our compensation program are paying for performance, aligning our named
executive officers’ interests with those of our stockholders, and attracting and retaining qualified
executives.

« Our Compensation Committee makes all final compensation decisions regarding our named executive
officers.

»  We target the median level of the market for all elements of compensation with the possibility of above
market short-term incentive and long-term incentive payments for superior performance. In some
instances, we also may set base salaries above the market median to attract and retain valuable
employees.

« The Compensation Committee engages a compensation consultant to provide expertise on program
design and implementation. Our Chief Executive Officer also provides input on compensation
programs and policies and makes recommendations to the Compensation Committee with regard to
compensation for our named executive officers other than himself.

e We provide the following elements of compensation for our named executive officers: base salary,
short-term cash incentives, long-term equity-based incentives, post-termination benefits and certain
other benefits, including perquisite allowances.

e We have employment agreements with each of our named executive officers that govern key
compensation terms, including minimum base salaries, target short-term incentive levels and eligibility
to receive annual equity awards. These employment agreements were entered into to attract these
executives to our Company prior to, and shortly following, our emergence from bankruptcy in January
2006.

« For 2008, the Compensation Committee assessed the compensation of our named executive officers by
benchmarking them against executive compensation market studies and peer companies.

+ We encourage pay for performance with a short-term incentive program that provides for cash
payments on an annual basis to our named executive officers and other employees based on their
individual target bonus percentages, the achievement of financial, operational and strategic goals by the
Company, and individual performance. The 2008 Company performance goals consisted of Adjusted
EBITDA (earnings before interest, taxes, depreciation and amortization, as adjusted for certain
non-recurring items), which is 2/3 of the calculation, and eight operational and strategic goals, which is
the remaining 1/3 of the calculation. The corporate payout factor for our short-term incentive program
in 2008 was 107% of target.
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* We encourage alignment of our named executive officers’ interests with those of our stockholders
through the award of equity-based long-term incentive grants. In 2008 the value of each award was
granted as one-third stock options and two-thirds restricted stock units that, once vested, must be held
until termination.

* Each of our named executive officers is entitled to severance and change in control payments upon
termination pursuant to the terms of their individual employment agreements. The payments generally
are based on a multiple of the executive officer’s base salary and annual short-term incentive. For
termination without cause, the amounts range from a multiple of one time to two times base salary and
short-term incentive. For termination resulting from a change in control, each of our named executive
officers would receive a multiple of three times his base salary and annual short-term incentive.

*  All equity grants are made pursuant to our equity grant policy, which requires that they be made during
an open trading window following a quarterly release of financial results.

Compensation Program Philosophy and Objectives

The Compensation Committee determines the philosophy and objectives for our compensation program, which
applies to our executive officers. In determining total compensation, the Compensation Committee focuses on
creating a “pay for performance” culture and strives to ensure that our compensation programs achieve the
following objectives through a combination of fixed and variable cash- and equity-based elements:

* Performance - Motivating performance by creating a direct link between a significant portion of the
compensation that can be earned by each named executive officer and Company performance, as
measured against our financial, operational and strategic goals, as well as the performance of our
common stock;

* Alignment — Aligning our named executive officers’ interests with those of our stockholders by
fostering stock ownership by our named executive officers; and

* Retention - Providing a competitive total compensation package, thereby enabling us to attract and
retain qualified executives.

Both our short-term cash incentive program and equity-based grants under our long-term incentive program
provide performance-based incentives for our named executive officers. Our short-term cash incentive payments
are made at the discretion of the Compensation Committee based on the achievement of quantitative and
qualitative goals by the Company and may be adjusted up or down by the Compensation Committee for
individual performance. Long-term equity-based incentive grants are made under our 2005 Omnibus Incentive
Compensation Plan. The purpose of the 2005 Omnibus Incentive Compensation Plan is to provide a means
whereby employees and directors develop a sense of proprietorship and personal involvement in our
development and financial success and to encourage them to devote their best efforts to our business, thereby
advancing our interests. and those of our stockholders. The Compensation Committee also has adopted stock
ownership guidelines for our named executive officers and certain other employees to further align their interests
with those of stockholders.

Our compensation program recognizes the need to retain our key executive officers by offering a total
compensation package that is competitive with the market. The Compensation Committee benchmarks
components of executive compensation against several of our peer companies and by reviewing a variety of
general survey data on executive compensation, as described below under Compensation Assessment Using
General Survey Data and Peer Group Data. In structuring our base salary and short-term and long-term
incentive programs, we generally target the median level of the market with the possibility of above market
short-term incentive payments and long-term incentive payouts for superior performance. In years where the
Company meets or exceeds its goals and objectives, high performers may receive total cash compensation,
consisting of base salary and short-term incentive, ranging from the 60 — 75t percentile of market. We may also
pay above the market median for any element of compensation in order to attract and retain executive talent.
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Compensation Consultant

From 2001 to early 2008, the Compensation Committee engaged Hewitt Associates (“Hewitt”) to advise the
Committee and provide expertise on compensation strategy and program design. In early 2008 the Compensation
Committee engaged Frederic W. Cook & Co. (“Cook”) to advise the Committee on compensation strategy and
program design. Cook provides advice on the design of our compensation programs, supplies competitive data,
reviews technical provisions of program designs and advises the Committee and management on the impact of
regulatory and legislative changes on the Company’s compensation programs. The consultant works from time to
time with management, at the request of the Compensation Committee, in formulating materials and proposals
for consideration by the Committee. In such instances the Senior Vice President, Administration, the Chair of the
Compensation Committee and the consultant work together to determine the nature and scope of the consultant’s
assignments.

Hewitt’s 2008 services included preparing tally sheets outlining total compensation of our named executive
officers, analysis regarding targets for 2008 under the Company’s short-term incentive plan, the allocation and
economic value of 2008 long-term incentive grants, consultation on 2008 executive base salaries and review of
the Company’s 2008 Compensation Discussion and Analysis. Cook’s 2008 services included analyzing the tally
sheets previously prepared by Hewitt, reviewing and recommending changes to our director compensation
program, reviewing our long-term incentive plan design for 2009 and reviewing Compensation Committee

materials prior to Committee meetings. A representative of Hewitt Associates attended one Compensation
Committee meeting and a representative of Cook attended three Compensation Committee meetings in 2008.

In addition to serving as consultant to the Compensation Committee until March 2008, Hewitt provided and
continues to provide actuarial and consulting services for the Company’s pension programs. For services
performed in 2008, Hewitt billed the Company $72,493 and $237,715 for compensation consulting and pension
consulting services, respectively. Hewitt billed the Company’s pension plan $390,697 for pension actuarial
services, paid out of its trust funds. The Compensation Committee has determined that Hewitt’s pension
administration work and Hewitt’s and Cook’s work with management at the Committee’s request did not impair
the independence of Hewitt or Cook in their roles as compensation consultants during 2008. The Compensation
Committee determined in its annual review of compensation consultants to engage Cook as the Compensation
Committee’s compensation consultant for the remainder of 2008 and going forward. Cook provides no other
services to the Company beyond executive and board compensation assistance as requested or approved by the
Compensation Committee.

Compensation Committee Process

In determining compensation for our named executive officers, the Compensation Committee evaluates general
survey data, as well as company and individual performance. The Committee approves the compensation
arrangements of all officers at the level of Senior Vice President and above. In conducting its 2008 annual review
of our named executive officers’ compensation, the Committee examined tally sheets prepared by our
compensation consultant at the time, Hewitt. The tally sheets outlined the comprehensive compensation for each
named executive officer in 2008, including the value of long-term incentive grants and the potential payouts
under various termination scenarios, including a change of control. The Compensation Committee approves any
proposed changes to our compensation policies and programs and reviews those policies and programs annually
in light of our compensation philosophy and competitive practices. Each of the named executive officers has an
employment agreement with the Company, described under Elements of Compensation below, that specifies
minimum compensation levels that may not be reduced by the Compensation Committee without triggering
certain severance provisions contained within the employment agreement, which has affected the compensation
decisions with respect to these named executive officers.

Role of Chief Executive Officer and Management

Mr. Muller actively participates in Compensation Committee meetings, other than executive sessions of the
Committee that include discussions regarding his compensation. Mr. Muller attended six Compensation
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Committee meetings in 2008. He provides specific recommendations to the Compensation Committee with
regard to equity grants, annual short-term incentive awards and merit increases for the named executive officers
other than himself. He also provides input on other aspects of our compensation program, including plan design,
timing and structure of incentive grants and compensation policies. The Senior Vice President, Administration
also attends all Compensation Committee meetings, prepares meeting materials and provides guidance to the
Committee on compensation programs and policies.

Compensation Assessment Using General Survey Data and Peer Group Data

In 2006 and 2007 we benchmarked the base salary and short-term and long-term incentives for our named
executive officers against a peer comparator group of 55 companies of similar revenue size, including certain
industry peers, compiled by Hewitt. Because the results of the custom peer comparator group survey did not
differ significantly from general survey data for our industry, for 2008 the Compensation Committee determined
not to request an extensive peer group data study. Rather, the Compensation Committee assessed the
compensation of our named executive officers by reviewing a variety of general survey data on executive
compensation and analyzing executive compensation information in the proxies of six industry-specific peer
companies selected by the Compensation Committee. The general surveys and peer group considered are as
follows:

General Surveys on Executive Compensation:

Hewitt Associates Executive Compensation Mercer Benchmark Database (2007)
Database (2007)

Hay Group Executive Compensation Report Towers Perrin General Industry Regression
(2007) . Database (2007)

Industry-Specific Peer Group:

AES Corporation Dynegy Inc.

Calpine Corporation NRG Energy, Inc.

Constellation Energy Group Reliant Energy, Inc.

To ensure that 2008 market data from the surveys were appropriate for our size, we regressed the 2008 market
data to $2 billion in revenue, which is approximately half the market data revenue scope used in prior years. The
regression of market data to $2 billion in revenue was primarily because of our divestiture of assets, which
resulted in reduced Company revenue. The companies included in the industry-specific peer group were selected
primarily based on their status as merchant generators of electricity with which we compete.

We target the median market level in determining compensation. In the section Elements of Compensation below,
we describe where components of named executive officer pay vary from the targeted median market level.

For 2009, in reviewing base salary levels, the Compensation Committee again assessed the compensation of our
named executive officers by reviewing a variety of general survey data on executive compensation and analyzed
executive compensation information in the proxies of the same six industry-specific peer companies. The
Compensation Committee supplemented this data with Cook’s salary band analysis, which provided short and
long-term incentive compensation data based on salary levels.

Elements of Compensation
In 2008, as in 2007, our named executive officers’ compensation consisted of base salary, short-term cash
incentives, long-term equity incentives, benefits and perquisites.

Each of the named executive officers has an employment agreement with the Company that is described in the
narrative following the table below entitled Grants of Plan-Based Awards in 2008. Each of these agreements was
approved by the Compensation Committee. We utilized employment agreements to attract our named executive
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officers because they were being hired both prior to and shortly following our emergence from bankruptcy in
January 2006. The Compensation Committee concluded that employment agreements were necessary to provide
certainty to our named executive officers, particularly with respect to severance benefits and change-in-control
protections.

Base Salary

The Committee establishes base salary levels and considers annual salary adjustments for our executive group by
comparison to competitive market levels for their job functions, as well as individual performance and internal
pay equity. We think that our base salaries are set at competitive rates to attract and retain executive talent. As
described above under Compensation Assessment Using General Survey Data and Peer Group Data, in 2008, we
assessed the competitiveness of the compensation of our named executive officers by reviewing both general
survey data and peer group data, consistent with our objective to pay at the median of market for target
performance. Because we replaced most of our existing senior management in conjunction with our emergence
from bankruptcy in January 2006, we thought that it was necessary to pay base salaries ranging from the 50* to
the 75t percentile of market in order to attract the caliber of talent needed to execute a demanding business plan.
In late 2006, as the Company was in the process of selling a substantial portion of its assets, we amended the
named executive officers’ employment agreements to specify a minimum base salary and target bonus level to
ensure retention of these key executives.

In 2007, most of our named executive officers’ base salaries were near the 50t percentile of the market for their
equivalent positions. Mr. Williams’ base salary was near the 75t percentile of market for his position. In 2008,
Messrs. Edgell and laco’s base salaries were between the 50t and 75% percentile of the market for their
equivalent positions and Messrs. Muller, Williams and Legro’s base salaries were near the 75% percentile of the
market for their equivalent positions. The increase in relative market position of named executive salaries from
2007 to 2008 was primarily because the 2008 market data was regressed to $2 billion in revenue. The regression
in revenue was necessary because the Company’s revenue declined significantly from the time the named
executive officers joined Mirant because of the Company’s asset sales during that period. The lower revenue
scope resulted in lower comparative executive compensation market data in 2008.

On February 28, 2008, each of our named executive officers received an annual salary increase ranging from 2%
to 6%, as provided below.

Named Executive Officer 2007 Salary 2008 Salary Percentage Increase
Edward R. Muller ........ ... ...t $1,100,000  $1,135,000 3%
James V.Iaco, Jr. . ..o $ 470,000 $ 486,000 3%
Robert M. Edgell .............. ..o $ 545,000 $ 556,000 2%
S.Linn Williams ...........oiiiiiien $ 470,000 $ 486,000 3%
Thomas E.Legro ...........c.ovvieiiieenannn $ 315,000 $ 335,000 6%

Small upward adjustments were made in 2008 to our named executive officers’ base salaries based on individual
performance as well as a wish to motivate and retain such executives. Generally, the companywide compensation
guidelines provide that base salary increases be limited to 3% where the employee’s base salary is already at or
above market. Mr. Legro’s salary was adjusted upward by 6% in order to preserve internal pay equity with
respect to other Company senior vice presidents. Mr. Muller provided recommendations on base salary increases
for named executive officers other than himself.
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On February 25, 2009, after reviewing the compensation market data for each of our named executive officers
and considering the current negative economic conditions, the Compensation Committee froze salaries at 2008
levels for all of our named executive officers.

Named Executive Officer 2008 Salary 2009 Salary Percentage Increase
EdwardR.- Muller ........................... $1,135,000  $1,135,000 0%
James V.laco,Jr. ...... ... .. .. ... ... . ...... $ 486,000 $ 486,000 0%
Robert M. Edgell ............................ $ 556,000 $ 556,000 0%
S.LinnWilliams ............................ $ 486,000 $ 486,000 0%
ThomasE.Legro ............................ $ 335,000 $ 335,000 0%

Short-Term Incentives

As discussed under Compensation Philosophy and Objectives, “pay for performance” is a key feature of our
compensation program. We have established a broad-based short-term cash incentive program in which all of our
named executive officers participate. This program is designed to award participants based upon our achievement
of key operational and strategic goals that are established annually by the Compensation Committee. The
Compensation Committee also has the discretion to adjust upward or downward the amounts payable under the
program to our named executive officers based on their individual performance.

2008 Target Incentive Amounts

Under our short-term incentive plan, annual cash bonuses are awarded taking into account an individual’s “target
bonus percentage” (a percentage of such participant’s base salary), our performance against established financial,
operational and strategic goals (referred to as the “corporate payout factor”), and individual performance. The
target bonus percentages for our named executive officers are set forth in their employment agreements. The
target percentages and equivalent dollar amounts in 2008 are shown below. The target percentages did not
change compared to 2007.

Target Bonus Equivalent Dollar

Named Executive Officer Percentage Amount

Edward R Muller ....................ouuuini. ... 100% $1,135,000

James V.laco, Jr. ... ... .. . .. . 65% $ 315,900

Robert M. Edgell ................................. 65% $ 361,400

S.LinnWilliams ................................. 65% $ 315,900

ThomasE.Legro .................. ..., 50% $ 167,500
2008 Performance Goals

The Compensation Committee approves the short-term incentive plan goals at the beginning of each calendar
year after considering management’s recommendations. In 2008, two-thirds of the corporate payout factor was
dependent on achieving an Adjusted EBITDA target. We think that Adjusted EBITDA is an appropriate financial
measure because it provides insight into the overall health of our earnings. The level of Adjusted EBITDA
necessary to earn 50%, 100% and 200% of the target payout under the short-term incentive plan was set at the
beginning of 2008, taking into consideration our projected Adjusted EBITDA under our 2008 operating plan. The
Adjusted EBITDA target amounts were as follows: 50% of target = $750 million (threshold); 100% of target =
$900 million; and 200% of target = $1.025 billion (maximum). For the Adjusted EBITDA portion of the
corporate payout, amounts between the threshold and target and between the target and maximum are based on
interpolated performance between the specified levels.

The remaining one-third of the corporate payout factor was based on achieving the following eight operational
and strategic goals and metrics:

1. top quartile safety performance based on recordable injury rates;
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2. top quartile safety performance based on lost time rates;
top quartile environmental performance based on number of incidents;

4. 87% commercial availability, a measure that reflects the percentage of gross margin (operating
revenue, less cost of fuel, electricity and other products) that was captured through unit availability;

5. a level of contract availability at our California plants of (all three must be met to achieve target or
maximum):

» Pittsburg - 92%
e Contra Costa —92%
e Potrero — 86%

6. on-budget and on-schedule performance at year end of our program to add environmental controls at
our Maryland plants;

7. progress toward developing our business in California; and

8. resolution of issues associated with the operation of our Potomac River plant.

If pre-established levels of exceptional performance are met with respect to the environmental, safety or
commercial and contract availability targets, that goal may be counted twice toward the achievement of the
operational and strategic portion of the corporate payout factor. The target amounts for the strategic and
operational goals are as follows: 50% of target = achievement of four goals (threshold); 100% of target =
achievement of five goals; and 200% of target = achievement of six goals (maximum).

The short-term incentive plan goals are set at levels deemed by the Compensation Committee, with input from
management, to be achievable with strong performance by all employees. Generally, the Committee sets the
minimum, target and maximum levels such that the relative difficulty of achieving the target level is consistent
from year to year.

2008 Actual Performance and Incentive Award Payouts

Following completion of the annual financial audit process, the Compensation Committee assesses our
achievement of the operational and strategic goals and metrics under the short-term incentive plan and makes
award decisions. Our 2008 Adjusted EBITDA used for purposes of the short-term incentive payment calculation
was $782 million. Adjusted EBITDA (earnings before interest, taxes, depreciation and amortization, as adjusted
for certain non-recurring items) is the same measure reported in our 2008 annual earnings press release. In 2008,
we achieved goals one, three, four, seven and eight identified above. We achieved exceptional performance with
respect to our environmental goal, with the result that it was counted twice pursuant to the pre-established 2008
program described above, for a total of six strategic and operational goals being achieved. This overall
performance resulted in a corporate payout factor of 107% of target.

The short-term incentive payments may be adjusted by the Compensation Committee, in its discretion, for
individual performance. In assessing Mr. Muller’s individual performance for purposes of his short-term
incentive payout, the Compensation Committee met with him in an executive session in January 2008 to discuss
his individual performance. In February 2009 they again met with him in executive session to review his
performance. Mr. Muller meets with the other named executive officers to assess their performance and makes a
recommendation to the Compensation Committee with respect to their individual short-term incentive payouts.
For 2008, the Compensation Committee did not make an adjustment to Mr. Muller’s short-term incentive
payment based on his individual performance and his short-term incentive payment remained the same as it was
in 2007. There was no significant adjustment for individual performance to the other named executive officers’
short-term incentive payouts in 2008. See the 2008 Summary Compensation Table for the actual amounts earned
by our named executive officers under the short-term incentive plan.
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2009 Incentive Award Program

Our 2009 short-term incentive goals are based on the same structure utilized in 2008, with an Adjusted EBITDA
goal representing two-thirds of the corporate payout factor and operational and strategic goals comprising the
other one-third. The target bonus percentages for our named executive officers have not changed. The Adjusted
EBITDA target amounts are as follows: 50% of target = $740 million (threshold); 100% of target = $875 million;
and 200% of target = $1.0 billion (maximum). The remaining one-third of the corporate payout factor will be
dependent upon achieving the following nine operational and strategic goals:

1. top quartile safety performance based on recordable injury rates;

2. top quartile safety performance based on lost time rates;

3. top quartile environmental performance based on number of incidents;
4. 88% commercial availability;
5

a level of contract availability at our California plants that results in a revenue contribution of at least
$116 million;

6. on-budget and on-schedule performance at year end of our program to add environmental controls at
our Maryland plants;

7. implementation of a solution for ash management at our Maryland plants;
8.  progress toward enhancing our business in California; and

9. progress toward enhancing our Kendall cogeneration station.

If certain levels of exceptional performance are met with respect to the first four goals above regarding safety,
environmental or commercial availability targets, that goal may be counted twice toward the achievement of the
operational and strategic portion of the corporate payout factor. The Compensation Committee may, in its
discretion, award partial credit for the partial achievement of a goal. The target amounts for the strategic and
operational goals are as follows: 50% of target = achievement of five goals (threshold); 100% of target =
achievement of six goals; and 200% of target = achievement of seven goals (maximum).

Long-Term Incentives

All long-term incentive| grants are issued under our 2005 Omnibus Incentive Compensation Plan. We utilized
stock options and restricted stock units for our 2008 long-term incentive grants to executive officers, with
two-thirds of the economic value of the grants delivered as restricted stock units and one-third of the economic
value delivered as stock options. In determining to use such components and in determining the relative
allocation, the Committee weighed the effectiveness and the perceived value of such grants by participants
against their associated compensation expense. The Committee thinks the current allocation of long-term
incentive grants, including the larger weighting of restricted stock units, provides both an important retention
incentive for our named executive officers and aligns compensation with maintenance and growth of stockholder
value by requiring that restricted stock units be held by named executive officers until termination. The 2008
awards vest ratably over three years, and delivery of shares for vested restricted stock units for our named
executive officers is deferred until termination.

The Compensation Committee approved the 2008 annual long-term incentive grants on March 7, 2008. The
Compensation Committee approves the economic value (dollar-denominated) of the equity compensation for
each named executive officer, and that economic value is converted on the grant date into the equivalent number
of restricted stock units and stock options based on the allocation outlined above. In determining the economic
value of the grants, the Committee used the 50 percentile market equivalent economic value for employees at
companies in Hewitt’s general industry comparator group where long-term incentives are a prevalent component
of pay. As a result of internal equity considerations among our named executive officers, the Committee
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approved a 2008 long-term incentive grant for Messrs. laco, Legro and Williams that was between the 50 and
75t percentile of market for their positions. Mr. Edgell’s 2008 long-term incentive grant was slightly below the
50t percentile of market for his position. Mr. Muller’s 2008 long-term incentive grant was determined by
reviewing market data averages of long-term incentives as a percentage of salary for his position. His 2008 long-
term incentive grant of 300% of base salary was slightly above the average percentage indicated by market data
of 288% of base salary, but consistent with prior years’ grants of 300% of base salary.

2008 Restricted Stock Unit Grants

The Compensation Committee utilizes restricted stock units in part because such grants align the executive’s
incentives with the interests of stockholders. Restricted stock units are not transferable, and a significant portion
of their value derives from increases in our stock price. The following chart summarizes the grants that we made
to our named executive officers in 2008 and the alignment of these grants with stockholder returns:

Grant Number Grant Date Fair Market Value Market Value

Named Executive Officer Date of Units Value ® at 12-31-08 @  at 2-25-09 @
Edward R. Muller ....................... 3/7/2008 61,318  $2,269,992  $1,157,071  $829,633
JamesV.Iaco ........ ..o, 3/7/2008 17,504 $ 647,998 $ 330,300  $236,829
Robert M. Edgell . ............ ... ..t 3/7/2008 20,025 $ 741,326 $ 377,872  $270,938
S.LinnWilliams ........ ...t 3/7/2008 17,504 $ 647,998 $ 330,300 $236,829
ThomasE.Legro ......... ..., 3/7/2008 7,360 $ 272,467 $ 138,883 $ 99,581

(1) Grant date fair value is the total amount we will expense for the award in accordance with generally
accepted accounting principles, including Statement of Financial Accounting Standards No. 123(R), Share-
Based Payment (FAS 123R). In accordance with FAS 123R, we will record this expense pro rata over the
3-year vesting period. This is the amount reported in the Grants of Plan-Based Awards in 2008 table, below.
The amount reported in the 2008 Summary Compensation Table is a pro rata portion of this amount plus a
pro rata portion of the fair value of awards made in prior years to the extent the vesting period occurred in
2008.

(2) Based on closing market price of our common stock of $18.87 as of December 31, 2008.

(ii) Based on closing market price of our common stock of $13.53 as of February 25, 2009, the date the
Compensation Committee met to determine certain compensation for our named executive officers for 2009.

2008 Option Grants

The Compensation Committee utilizes stock options in part because such grants align the executive’s incentives
with the interests of stockholders. The options generally are not transferable, and have value only to the extent
that our stock price increases over the level at the time of the grant. The following chart summarizes the grants
that we made to our named executive officers in 2008 and the relationship of the option exercise price on the
grant date to the Company’s stock price on the dates noted:

Grant Number  Exercise  Stock Price Stock Price
Named Executive Officer Date of Options Price at 12-31-08 ®  at 2-25-09 @
EdwardR. Muller . ... ... ..ot 3/7/2008 130,742 $37.02 $18.87 $13.53
James V.Iaco ... .. i 3/7/2008 37,322 $37.02 $18.87 $13.53
Robert M. Edgell ......... ..ot 3/7/2008 42,698 $37.02 $18.87 $13.53
S.LinnWilliams ..ot 3/7/2008 37,322 $37.02 $18.87 $13.53
ThomasE.Legro ...........ooiiiieainn 3/7/2008 15,693 $37.02 $18.87 $13.53

(1) Closing market price of our common stock as of December 31, 2008.

(2) Closing market price of our common stock as of February 25, 2009, the date the Compensation Committee
met to determine certain compensation for our named executive officers for 2009.

See the Grants of Plan-Based Equity Awards in 2008 table below for information on option and restricted stock
unit grants to our named executive officers in 2008.
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2006 Special Bonus Plan and Special Equity Grants

In November 2006, the Compensation Committee approved the implementation of the 2006 Special Bonus Plan
to reward participants for successful completion of our planned business and asset sales announced in July and
August 2006, as well as to provide a retention incentive for certain participants. Participants in the 2006 Special
Bonus Plan included approximately 125 U.S. employees (representing 7% of the U.S. employee population) at a
level of Senior Vice President or below who were considered critical to our operation. Mr. Legro was a
participant in the 2006 Special Bonus Plan.

Our named executive officers at that time, which did not include Mr. Legro, did not participate in the 2006
Special Bonus Plan. In lieu of their participation in the 2006 Special Bonus Plan, the Compensation Committee
approved special equity grants to those named executive officers under the 2005 Omnibus Incentive
Compensation Plan to reward them for successful completion of our planned business and asset sales.

Both the 2006 Special Bonus Plan awards and the special equity grants to our named executive officers were
structured to vest and become non-forfeitable on June 30, 2008, if the following conditions were met by
December 31, 2007: (1) the achievement of an established threshold value from the planned sales of our
Philippine and Caribbean businesses and certain U.S. natural gas-fired assets; and (2) the completion of the
planned sale of our Philippine business and receipt of 65% of the threshold values from the planned sales of the
Caribbean business and the U.S. natural gas-fired assets. On September 12, 2007, the Committee affirmed that
the conditions to vesting, other than the passage of time, for the 2006 Special Bonus Plan and the special equity
grants had been met. Mr. Legro received an award pursuant to the 2006 Special Bonus Plan of $1.1 million,
consisting of $830,000 in cash and the equivalent of $270,000 in deferred restricted stock units. His cash bonus
award is set forth in the 2008 Summary Compensation Table and the deferred restricted stock units, which vested
on June 30, 2008, are included in Option Exercises and Stock Vested in 2008 table below.

The special equity grants to our named executive officers were structured with an economic value equal to three
times the executive’s base salary. These awards were granted as 50% stock options and 50% restricted stock
units. The options expire on November 13, 2009. Delivery of shares for the vested restricted stock units is
deferred until employment terminates. The option grants for each named executive officer are included in the
table below entitled Qutstanding Equity Awards at 2008 Fiscal Year End and the deferred restricted stock units,
which vested on June 30, 2008, are included in the Option Exercises and Stock Vested in 2008 table below.

Benefits

Company benefits available to all of our employees, including our named executive officers, include health and
welfare, dental, prescription drugs, paid vacation, life insurance, accidental death and dismemberment, short term
disability and long-term disability. All employees, including our named executive officers, also are entitled to
participate in our qualified 401(k) program, pursuant to which we match 75% of the first 6% contributed. We
also provide for both a 3% quarterly fixed contribution and an annual discretionary profit sharing contribution to
all employees who are not accruing a defined benefit pension or who are not subject to a collective bargaining
agreement, based on our performance against our short-term incentive goals. The discretionary contribution for
2008 was 3.28% of base salary and short-term incentive.

Senior executives, including our named executive officers, participate in a nonqualified Supplemental Benefit
(Savings) Plan. The Supplemental Benefit (Savings) Plan is intended to compensate for IRS limitations on
compensation for company matching and profit sharing contributions to a qualified 401(k) plan. The
Compensation Committee thinks that this plan is market-competitive.

Senior executives, including our named executive officers, also participate in a nonqualified deferred
compensation plan. The nonqualified deferred compensation plan allows senior executives to defer certain
amounts of base salary and short-term incentive compensation. Please see Impact of Regulatory Requirements
below for a discussion of Regulation 409A and its effect on our nonqualified deferred compensation plan.
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Perquisites

We have a perquisite policy that provides for an annual allowance to each of our named executive officers. The
allowance amounts are pre-tax and are fully taxable to our executives. For our named executive officers, two
tiers of annual perquisite allowance are provided: Level I — $21,000; and Level II — $18,000. Our Chief
Executive Officer receives a Level I perquisite allowance, and each of our other named executive officers
receives the Level I allowance. The allowances are paid in monthly increments and are intended to compensate
executives for financial and estate planning, income tax return preparation and personal club memberships. We
also provide executive physicals to these officers and relocation benefits, when necessary. We think these
perquisite levels are competitive in the market, while allowing more flexibility in choosing a service provider and
minimizing the administrative burden of such a program.

Post-Termination Compensation

The post-termination benefits for our named executive officers are provided in their individual employment
agreements. The terms of those agreements, including those related to severance and change in control, were
negotiated in conjunction with the hiring of our named executive officers.

Severance and Change in Control

All of our named executive officers have employment agreements that provide specified change in control and
severance benefits. These provisions were included because of the prevalence of such programs in the market and
because we thought the protections were necessary to recruit and retain executive talent.

In the event Mr. Muller is terminated by us without cause, he will receive two times his base salary plus two
times his target short-term incentive, in addition to certain other benefits further outlined below under Potential
Payments Upon Termination. If terminated without cause, Mr. laco, Mr. Edgell and Mr. Williams each would
receive 1.5 times his base salary plus 1.5 times his target short-term incentive, and Mr. Legro would receive one
time his base salary plus one time his target short-term incentive, in addition to certain benefits outlined below
under Potential Payments Upon Termination. If any of our named executive officers is terminated in conjunction
with a change in control, he will receive three times his base salary plus three times the higher of his target short-
term incentive or his actual annual short-term incentive for the year preceding the change in control. Termination
of any of our named executive officers without cause or in the event of a change in control will normally result in
the immediate vesting of all of his outstanding stock options and restricted stock units. See Potential Payments
Upon Termination below for the definition of change in control under our executives’ award agreements and a
further discussion of amounts payable to our named executive officers upon termination. See Employment
Agreements in the narrative discussion below the Grants of Plan-Based Awards in 2008 table for a description of
the vesting terms of long-term incentive awards for our named executive officers in the event of termination or a
change in control.

Restrictive Covenants

All of our employees enter into confidentiality and intellectual property agreements, and our named executive
officers are also subject to non-solicitation, non-disparagement and non-compete provisions.

Impact of Regulatory Requirements

Several regulatory requirements have an impact on certain of our compensation decisions. Section 162(m) of the
Internal Revenue Code of 1986, as amended, generally denies a publicly traded company a federal income tax
deduction for compensation in excess of $1 million paid to certain of its executive officers unless the amount of
such excess is payable based solely upon the attainment of objective performance criteria. We have undertaken to
qualify certain components of our incentive compensation to executive officers for the performance exception to
non-deductibility. However, in appropriate circumstances, it may be necessary or appropriate to pay
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compensation or make special incentive or retention awards that do not meet the performance-based exception
and therefore may not be deductible under Section 162(m). In 2008, $148,597 of compensation to our executive
officers was not deductible under the provisions of Section 162(m).

We account for stock-based compensation under FAS 123R, which requires companies to recognize in the
income statement the grant-date fair value of stock options and other equity-based compensation issued to
employees. All of the stock-based awards granted in 2008 qualified for equity accounting treatment under FAS
123R. We use the Black-Scholes option-pricing model to measure the grant-date fair value of our stock options.
Historically, for determining the number of stock options to grant to employees, we have used a “smoothed”
Black-Scholes volatility rate. Our reason for using a “smoothed” volatility rate was that volatility, one of the
major inputs in the Black-Scholes calculation, can fluctuate greatly on a given trading day, which can have
unintended consequences for purposes of determining the size of employee option grants. For 2008, in order to
add more precision to our grant methodology, we began using a volatility rate in the Black-Scholes calculation
based on the average volatility of our traded options during the 45 trading days immediately preceding (and
inclusive of) the grant date in order to eliminate any perception of subjectivity in determining option award sizes.

Equity Grant Policy

The Equity Grant Policy adopted by the Compensation Committee requires that both annual equity grants and
special equity grants must be made during an open trading window, which normally follows our quarterly
earnings releases. The annual equity awards specifically are to be made at a Compensation Committee meeting
scheduled during the first week of the open trading window following the release of our financial results for the
previous fiscal year. The Equity Grant Policy applies to any compensatory equity grant made to employees,
including our named executive officers. The Equity Grant Policy requires that the grant date of any equity award
approved by the Compensation Committee will be the date of the meeting at which the award was approved, and
the grant price will be the closing price of our common stock on the New York Stock Exchange on such date. All
of our 2008 long-term incentive awards complied with the terms of our Equity Grant Policy.

Stock Ownership Guidelines

Stock ownership guidelines approved by the Compensation Committee in November 2006 require that our
named executive officers, certain other corporate officers and our Board of Directors own certain levels of our
stock. Those levels of ownership must be attained over five years from (1) the date of implementation of the
guidelines or (2) if the individual did not hold the relevant office at that time, the date the individual becomes a
director or an officer at that level. The stock ownership guidelines are set forth below:

Position Multiple of Annual Salary
Chief Executive Officer 500%
Executive Vice President 400%

Senior Vice President 300%

Vice President 100%

Board of Directors 3x annual LTI Grant

Shares counted toward satisfaction of the guidelines outlined above include shares owned outright, vested restricted
stock units or restricted shares, vested stock options (at two-thirds of their value), and phantom shares/units. As of
March 9, 2009, due to the significant decline in the price of our common stock as a result of challenging market
conditions, none of our named executive officers had met the share ownership requirements under the guidelines.
Generally, our named executive officers have until November 2011 to reach these share ownership goals. At its
most recent meeting, the Compensation Committee discussed our officers’ current stock ownership levels and the
impact of the recent stock price decline on their compliance with these guidelines. The Compensation Committee
plans to continue to monitor the appropriateness of the multiples and the timeline for compliance.
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Compensation Committee Report

We have reviewed and discussed with management this Compensation Discussion and Analysis to be filed
pursuant to the Securities Exchange Act of 1934. Based on these reviews and discussions, we recommended to
the Board of Directors that the Compensation Discussion and Analysis be included in the Proxy Statement.

Submitted on March 27, 2009 by the members of the Compensation Committee of the Company’s Board of
Directors:

Thomas H. Johnson
A. D. (Pete) Correll
William L. Thacker
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2008 SUMMARY COMPENSATION TABLE

The following table sets forth information regarding annual compensation for our Chief Executive Officer,

Chief Financial Officer, and our three other most highly compensated executive officers for 2008 (together, our
“named executive officers™).

Non-Equity
Stock Option  Incentive Plan All Other
Name and Awards  Awards Compensation Compensation
Principal Position Salary ($) (€)X0)) $) 2 $) 3 $) @ Total ($)
Edward R. Muller 2008 1,127,597 2,829,047 3,258,788 1,200,000 222,131 8,637,563
Chairman, President and Chief 2007 1,079,616 2,572,928 3,537,071 1,200,000 179,956 8,569,571
Executive Officer 2006 1,000,000 2,044,445 4,138,173 1,250,000 113,469 8,546,087
James V. Iaco, Jr. 2008 482,618 906,420 1,064,031 338,100 95,456 2,886,625
Executive Vice President & Chief 2007 465,925 913,383 1,242,278 335,000 82,477 3,039,063
Financial Officer 2006 450,000 632,928 1,265.443 360,000 94,944 2,803,315
Robert M. Edgel! 2008 534,810 997,840 1,144,060 386,700 105,585 3,168,995
Executive Vice President and Chief 2007 535,828 988,714 1,326,088 386,500 96,806 3,333,936
Operating Officer 2006 478,846 668,955 1,336,815 400,000 263,026 3,147,642
S. Linn Williams 2008 480,748 873,087 994,938 338,100 95,400 2,782,273
Executive Vice President and General 2007 465,925 877,886 1,168,700 335,000 82,242 2,929,753
Counsel 2006 450,000 568,698 1,132,308 360,000 120,325 2,631,331
Thomas E. Legro* 2008 330,771 292,291 198,001 1,018,000 66,102 1,905,165
Senior Vice President and Controller

ey

(@)

Mr. Legro first became a named executive officer in 2008. SEC rules require that only his 2008 compensation be
included in the table.

Reflects the dollar amount recognized for financial statement reporting purposes, in accordance with FAS 123R for
restricted stock units awarded under the 2005 Omnibus Incentive Compensation Plan in 2006, 2007 and 2008.
Assumptions used in the calculation of these amounts are included in Stock-Based Compensation in Item 7 -
Management's Discussion and Analysis of Results of Operations and Financial Condition in the Company’s Annual
Report on Form 10-K filed with the SEC on February 27, 2009.

Grant Date Fair Value vs. Market Value of Stock Awards. Due to the decline in the market price of our common stock, if
the stock awards for which expense is shown in this column were valued in accordance with the market value of the
Company’s common stock as of December 31, 2008 or February 25, 2009, rather than the FAS 123R expense, their
valuations would differ. These differences are reflected in the supplemental table below for each named executive officer
as of December 31, 2008 and February 25, 2009.

Value of Stock Awards vs. FAS 123R Expense (supplemental table)

Based on Total FAS 123R Expense Based on 12-31-08 Market Value  Based on 2-25-09 Market Value &
Fiscal 2008  Prior Fiscal 2008  Prior Fiscal 2008  Prior
Grants Grants Total © Grants Grants Total Grants Grants Total

Edward R. Muller $2,269,992 $7,700,173 $9,970,165 $1,157,071 $5,117,299 $6,274,370 $829,633 $3,669,160 $4,498,793
James V.Jaco ... $ 647,998 $2,524,750 $3,172,748 $ 330,300 $1,680,543 $2,010,843 $236,829 $1,204,968 $1,441,797
Robert M. Edgell . $ 741,326 $2,741,534 $3,482,860 $ 377,872 $1,813,879 $2,191,751 $270,938 $1,300,571 $1,571,509
S. Linn Williams . $ 647,998 $2,391,416 $3,039,414 $ 330,300 $1,579,268 $1,909,568 $236,829 $1,132,353 $1,369,182
Thomas E. Legro . $ 272,467 $ 779,374 $1,051,841 $ 138,883 $ 496,300 $ 635,183 $ 99,581 §$ 355,853 $ 455,434

(a) Based on closing stock price of $18.87 on December 31, 2008.

(b) Based on closing stock price of $13.53 on February 25, 2009, the date the Compensation Committee met to determine
certain compensation for our named executive officers for 2009.

(¢) Reflects total FAS 123R expense that will be incurred over the vesting period of the stock award.

For 2008, reflects the dollar amount recognized for financial statement reporting purposes, in accordance with FAS 123R
for stock options granted under the 2005 Omnibus Incentive Compensation Plan in 2006, 2007 and 2008. Assumptions
used in the calculation of these amounts are included in Stock-Based Compensation in Item 7 — Management’s
Discussion and Analysis of Results of Operations and Financial Condition in the Company’s Annual Report on Form
10-K filed with the SEC on February 27, 2009.
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Grant Date Fair Value vs. Market Value of Option Awards. Due to the decline in the market price of our common stock, if the
valuation for fiscal 2008 expense for the options for which expense is shown in this column was based on the intrinsic value
of the award (calculated as the difference between the value of the option based upon the share price of our common stock as
of the market close on December 31, 2008 of $18.87 and February 25, 2009 of $13.53 and the option exercise price) rather
than the FAS 123R expense reflected in the 2008 Summary Compensation Table, all of the options would be “out of the
money” and have no intrinsic value. These amounts are reflected in the supplemental table below for each named executive
officer as of December 31, 2008 and February 25, 2009.

Value of Option Awards vs. FAS 123R Expense (supplemental table)

Intrinsic Intrinsic
Grant Date Total Value of Value of
Share Price Fair Value Options  Grantasof Grant as of FY08 Expense
Grant Date at Grant Date per Share (a) Granted 12-31-08 (b)  2/25/09(c) per FAS 123R (d)

Edward R. Muller . ...  1/13/2006  $24.64 $10.22 405,844 $0 $0 $1,036,931
21712006  $25.05 $10.38 399,202 $0 $0 $1,035,929

11/13/2006  $28.89 $ 608 300,000 $0 $0 $ 572,852

3/8/2007  $37.71 $ 8.46 96,261 $0 $0 $ 271456

3/7/2008  $37.02 $ 950 130,742 $0 $0 $ 341,620

$3,258,788

James V. Taco ....... 1/13/2006  $24.64 $1022 121,753 $0 $0 $ 311,079
2172006  $25.05 $10.38 119,760 $0 $0 $ 310,777

11/13/2006  $28.89 $ 608 140,000 $0 $0 $ 267,331

3/8/2007  $37.71 $ 8.46 27,420 $0 $0 $ 77324

3772008  $37.02 $ 9.50 37,322 $0 $0 $ 97,520

$1,064,031

Robert M. Edgell .... 1/13/2006  $24.64 $10.22 128,517 $0 $0 $ 328361
2172006  $25.05 $10.38 126,414 $0 $0 $ 328,044

11/13/2006  $28.89 $ 608 150,000 $0 $0 $ 286,426

3/8/2007  $37.71 $ 8.46 31,795 $0 $0 $ 89,662

3/7/2008  $37.02 $ 9.50 42,698 $0 $0 $ 111,567

$1,144,060

S.Linn Williams .... 1/13/2006  $24.64 $1022 108,225 $0 $0 $ 276,515
217/2006  $25.05 $1038 106,454 $0 $0 $ 276,248

11/13/2006  $28.89 $ 6.08 140,000 $0 $0 $ 267,331

3/8/2007  $37.71 $ 8.46 27,420 $0 $0 $ 77,324

3/7/2008  $37.02 $ 9.50 37,322 $0 $0 $ 97,520

$ 994,938

Thomas E. Legro ....  1/13/2006  $24.64 $10.22 27,056 $0 $0 $ 69,128
2/17/2006  $25.05 $10.38 26,613 $0 $0 $ 69,061

3/8/2007  $37.71 $ 8.46 10,567 $0 $0 $ 28,617

3/7/2008  $37.02 $ 9.50 15,693 $0 $0 $ 31,195

$ 198,001

(a) Option grant date fair value per share is based on a Black-Scholes pricing model, using assumptions in the
calculation of these amounts included in the audited financial statements contained in our fiscal 2008 annual report.

(b) Based on closing stock price of $18.87 on December 31, 2008.

(c) Based on closing stock price of $13.53 on February 25, 2009, the date the Compensation Committee met to
determine certain compensation for our named executive officers for 2009.

(d) Reflects values included under the Option Awards column of the 2008 Summary Compensation Table. The fiscal
2008 expense in accordance with FAS 123R is generally calculated as follows: total options per vesting tranche
multiplied by the option grant date fair value per share and divided by the number of months for the respective
vesting periods equals expense per month.
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(3) Reflects amounts paid for performance under the Company’s short-term incentive program. Payments for 2008 were
approved by the Company’s Compensation Committee at its February 25, 2009 meeting, and if not deferred by the
named executive officer, were paid on March 6, 2009. Mr. Legro’s amount also includes $830,000 for the cash portion of
his award under the 2006 Special Bonus Plan. See Compensation Discussion and Analysis — Performance-Based
Compensation above for further discussion of 2008 performance goals and payments under this program.

(4) For 2008, this amount reflects the following for each named executive officer:

* An annual perquisite allowance for financial and estate planning, income tax preparation and personal club
memberships. Mr. Muller received a perquisite allowance of $21,000. Messrs. Iaco, Edgell, Williams and Legro
each received a perquisite allowance of $18,000.

* Matching and profit sharing contributions by the Company to each named executive officer under the Company’s
401(k) Plan and Supplemental Benefit (Savings) Plans. The matching contribution under the 401(k) plan represents
75% of their eligible contributions. In 2008, each named executive officer received a matching contribution of
$10,350. In 2008, each named executive officer received a profit sharing contribution to their 401(k) account in the
amount of $14,460. In 2008, contributions were made to the non-qualified Supplemental Benefit (Savings) Plan of
named executive officers in the following amounts; Mr. Muller — $173,999, Mr. Iaco — $49,219, Mr. Edgell -
$59,210, Mr. Williams — $49,163 and Mr. Legro — $23,034.
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GRANTS OF PLAN-BASED AWARDS IN 2008

The following table sets forth information with respect to stock awards granted during fiscal year ended
December 31, 2008 to each of our named executive officers and estimated payouts for 2008 under our short-term

incentive program.

Estimated | Estimated Estimated
Possible Possible Possible
Payouts Payouts Payouts Stock Option Grant
Under Under Under Awards: | Awards: Grant Date
Non-Equity | Non-Equity | Non-Equity | Number Number Date Fair
Incentive Incentive Incentive of of Exercise| Fair Value
Plan Plan Plan Shares | Securities | or Base| Value of of
Awards Awards Awards of Stock | Underlying | Price of| Stock Option
Grant 3) (¢)) [€)) or Units | Options |Awards| Awards | Awards
Name Date Threshold Target Maximum @ #) $/Sh) | $) (1) ® Q)
Edward R. Muller ® 1 567,500 1,135,000 2,270,000
3/7/2008@ 61,318 37.02 2,269,992
3/7/2008® 130,742 37.02 1,242,049
James V. Iaco, Jr. &) 157,950 315,900 631,800
3/7/2008@ 17,504 37.02 647,998
3/7/2008® 37,322 37.02 354,559
Robert M. Edgell ) 180,700 361,400 722,800
3/7/2008@ 20,025 37.02 | 741,326
3/7/2008®) 42,698 37.02 405,631
S. Linn Williams G 157,950 315,900 631,800
3/7/2008¢ 17,504 37.02 647,998
3/7/2008® 37,322 37.02 354,559
Thomas E. Legro 3 83,750 167,500 335,000
3/7/2008@ 7,360 37.02 272,467
3/7/2008% 15,693 37.02 149,084

(D

accordance with FAS 123R.

2

with FAS 123R, using the Black-Scholes option-pricing model.

3

Represents

For actual amounts paid under the short-term incent

Compensation under the 2008 Summary Compensation Table above.

Represents the total grant date fair value of restricted stock awards granted during 2008, calculated in
Represents the total grant date fair value of option awards granted during 2008, calculated in accordance

threshold, target and maximum level payouts for 2008 under the short-term incentive program.
ive program for 2008, see Non-Equity Incentive Plan

C)

&)

Restricted stock units were granted on March 7, 2008 under our 2005 Omnibus Incentive Compensation
Plan. The restricted stock units vest ratably over three years, and delivery of shares is deferred until
termination.

Stock options were granted on March 7, 2008 under our 2005 Omnibus Incentive Compensation Plan. The
stock options vest ratably over three years and expire on March 7, 2013.

Employment Agreements

Mirant has entered into employment agreements with each of the named executive officers. The agreements have
three-year terms and continue through late 2008 or early 2009. After the three year term, the agreements are to be
automatically extended in one-year increments unless we give prior notice of termination. All of the agreements
have been automatically extended for the first one-year period. The compensation payable under each
employment agreement is discussed below. Certain amounts are paid immediately if the employee dies, becomes
disabled, or is terminated without cause. See Potential Payments Upon Termination below for further discussion
of those payments. The Board has sole responsibility for administering these agreements.
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Edward R. Muller Employment Agreement

Effective September 30, 2005, Mirant entered into an employment agreement with Mr. Muller. This agreement
provides for compensation and benefits during the three-year term of the agreement, with automatic successive
one-year renewals. Under the terms of the agreement, Mr. Muller’s initial base salary was $1 million. In 2007,
Mr. Muller’s base salary was $1.1 million. Effective March 1, 2008, Mr. Muller’s base salary was increased to
$1.135 million. In addition, Mr. Muller’s target short-term incentive level during the term of his employment was
to be no less than 100% of his base salary with a maximum of two times the target. Mr. Muller’s employment
agreement specifies that long-term incentive grants will be governed by the terms of specific award agreements.
Those agreements are discussed below under Stock Award Agreements. Mr. Muller’s long-term incentive grants
for 2008 are set forth above under Grants of Plan-Based Awards in 2008. For a description of potential payments
to Mr. Muller upon termination or a change in control, see Post-Termination Compensation under Compensation
Discussion and Analysis above.

James V. laco, Jr. Employment Agreement

Effective November 7, 2005, Mirant entered into an employment agreement with Mr. laco. The agreement
provides for compensation and benefits during its three-year term, with automatic successive one-year renewals.
Under the terms of the agreement, Mr. Iaco’s initial base salary was $450,000. In 2007 his base salary was
$470,000. Effective March 1, 2008, Mr. Iaco’s base salary was increased to $486,000. Mr. laco’s target short-
term incentive level during the term of his employment will be no less than 65% of base salary with a maximum
of two times the target. Mr. laco’s employment agreement specifies that long-term incentive grants will be
governed by the terms of specific award agreements. Those agreements are discussed below under Stock Award
Agreements. Mr. laco’s equity grants for 2008 are set forth above under Grants of Plan-Based Awards in 2008.
For a description of potential payments to Mr. Iaco upon termination or a change in control, see Post-
Termination Compensation under Compensation Discussion and Analysis above.

Robert M. Edgell Employment Agreement

Effective January 3, 2006, Mirant entered into an employment agreement with Mr. Edgell. The agreement
provides for compensation and benefits during its three-year term, with automatic successive one-year renewals.
Under the terms of the agreement, Mr. Edgell’s initial base salary was $500,000. In 2007 his base salary was
$545,000. Effective March 1, 2008, Mr. Edgell’s base salary was increased to $556,000. Mr. Edgell’s target
short-term incentive level during the term of his employment will be no less than 65% of his base salary with a
maximum of two times the target. Mr. Edgell’s employment agreement specifies that long-term incentive grants
will be governed by the terms of specific award agreements. Those agreements are discussed below under Stock
Award Agreements. Mr. Edgell’s long-term incentive grants for 2008 are set forth above under Grants of Plan-
Based Awards in 2008. For a description of potential payments to Mr. Edgell upon termination or a change in
control, see Post-Termination Compensation under Compensation Discussion and Analysis above.

S. Linn Williams Employment Agreement

Effective November 7, 2005, Mirant entered into an employment agreement with Mr. Williams. The agreement
provides for compensation and benefits during its three-year term, with automatic successive one-year renewals.
Under the terms of the agreement, Mr. Williams’s initial base salary was $450,000. In 2007 his base salary was
$470,000. Effective March 1, 2008, Mr. Williams’ base salary was increased to $486,000. Mr. Williams’s target
short-term incentive level during the term of his employment will be no less than 65% of base salary with a
maximum of two times the target. Mr. Williams’s employment agreement specifies that long-term incentive
grants will be governed by the terms of specific award agreements. Those agreements are discussed below under
Stock Award Agreements. Mr. Williams’s long-term incentive grants for 2008 are set forth above under Grants of
Plan-Based Awards in 2008. For a description of potential payments to Mr. Williams upon termination or a
change in control, see Post-Termination Compensation under Compensation Discussion and Analysis above.
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Thomas E. Legro Employment Agreement

Effective December 1, 2005, Mirant entered into an employment agreement with Mr. Legro. The agreement
provided for compensation and benefits during its three-year term, with automatic successive one-year renewals.
Under the terms of the agreement, Mr. Legro’s initial base salary was $300,000 in 2006. In 2007 his base salary
was increased to $315,000. In 2008 his base salary was increased to $335,000. Mr. Legro’s target short-term
incentive level during the term of his employment will be no less than 50% of base salary with a maximum of
two times the target. Mr. Legro’s employment agreement specified that long-term incentive grants would be
governed by the terms of specific award agreements. Those agreements are discussed below under Stock Award
Agreements. Mr. Legro’s long-term incentive grants for 2008 are set forth above under Grants of Plan-Based
Awards in 2008. For a description of potential payments to Mr. Legro upon termination or a change in control,
see Post-Termination Compensation under Compensation Discussion and Analysis above.

Stock Award Agreements

The 2008 long-term incentive grants of stock options and restricted stock units were made under our 2005
Omnibus Incentive Compensation Plan, and the terms of the grants are included in specific award agreements to
our named executive officers. If any dividends or other distributions are paid on the Company’s common stock
while the restricted stock units are outstanding, the dollar amount or fair value of such distributions with respect
to the number of common shares underlying the units will be converted into additional restricted stock units
based on the fair market value of the common stock on the date of distribution. The stock options do not include
any right to receive dividend or distribution amounts on the common stock prior to exercise. For further
discussion of the terms of these awards, see Long-Term Incentive Grants under the Compensation Discussion
and Analysis above.
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OUTSTANDING EQUITY AWARDS AT 2008 FISCAL YEAR-END

The following table sets forth information regarding the unexercised options and unvested restricted stock units
held by our named executive officers as of December 31, 2008.

Option Awards Stock Awards

Market
Value of
Number of Number of | Shares or
Securities Shares or | Units of

Number of Underlying Units of Stock
Securities Unexercised Stock That | That Have

Underlying Options (#) | Option Option Have Not Not
Unexercised Unvested | Exercise | Expiration | Vested (#) { Vested ($)

Name Grant Date | Options (#) Vested 1) Price ($) Date 1) 2)
Edward R. Muller 1/13/2006 304,383 101,461 24.64 1/13/2016 | 20,292 382,910
2/17/2006 299,401 99,801 25.05 | 2/17/2016| 19,960 376,645
11/13/2006 300,000 0 | 28.89 [11/13/2009 0 0
3/8/2007 32,087 64,174 37.71 3/8/2012| 39,088 737,591
3/7/2008 0 130,742 37.02 3/7/2013 61,318 |1,157,071
James V. Iaco 1/13/2006 0 30,439 24.64 1/13/2016 6,088 114,881
2/17/2006 0 29,940 25.05 2/17/2016 5,988 112,994
11/13/2006 140,000 0 28.89 |11/13/2009 0 0
3/8/2007 0 18,280 37.71 3/8/2012| 11,134 210,099
3/7/2008 0 37,322 37.02 3/7/2013 | 17,504 330,300
Robert M. Edgell 1/13/2006 96,388 32,129 24.64 1/13/2016 6,426 121,259
2/17/2006 94,810 31,604 25.05 2/17/2016 6,321 119,277
11/13/2006 150,000 0 28.89 | 11/13/2009 0 0
3/8/2007 10,598 21,197 37.71 3/8/20121 12,911 243,631
3/7/2008 0 42,698 37.02 3/7/2013 | 20,025 377.872
S. Linn Williams 1/13/2006 0 27,057 24.64 1/13/2016 5,411 102,106
2/17/2006 0 26,614 25.05 2/1712016 5,323 100,445
11/13/2006 140,000 0 28.89 | 11/13/2009 0 0
3/8/2007 9,140 18,280 37.71 3/8/2012 11,134 210,099
3/7/2008 0 37,322 37.02 3/712013 | 17,504 330,300
Thomas E. Legro 1/13/2006 0 6,764 24.64 1/13/2016 1,353 25,531
2/17/2006 0 6,654 25.05 2/17/2016 1,331 25,116
3/8/2007 0 7,044 37.71 3/8/2012 4,291 80,971
3/7/2008 0 15,693 37.02 3/7/2013 7,360 138,883

(1) Stock options and restricted stock units granted on January 13, 2006 and February 17, 2006 vest in four
equal installments at 6 months, 12 months, 24 months, and 36 months from January 3, 2006. Stock options
and restricted stock units granted on March 8, 2007 vest ratably over three years beginning on March 8,
2008. Stock options and restricted stock units granted on March 7, 2008 vest ratably over three years
beginning on March 7, 2009. Delivery of shares for vested restricted stock units is deferred until
employment terminates. The stock options granted on January 13, 2006 and February 17, 2006 expire 10
years from their grant dates. The stock options granted on November 13, 2006 expire 3 years from their
grant date. The stock options granted on March 8, 2007 and March 7, 2008 expire 5 years from their grant
dates.

(2) Market value is based on Mirant’s closing stock price on December 31, 2008 of $18.87.
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OPTION EXERCISES AND STOCK VESTED IN 2008

The following table sets forth information regarding option exercises and restricted stock units that vested during
the fiscal year ended December 31, 2008 for our named executive officers.

Option Awards Stock Awards
Number of Shares | Value Realized | Number of Shares
Acquired on on Exercise Acquired on Vesting | Value Realized on
Name Exercise (#) $) (1) #) Vestijgﬁ) 2)
Edward R. Muller — — 111,342 4,256,639
James V. laco 129,398 1,620,697 41,698 1,602,374
Robert M. Edgell — — 44,975 1,727,775
S. Linn Williams 161,008 2,101,104 40,356 1,551,871
Thomas E. Legro 43,774 687,797 13,960 537,906

(1) Amount reflects the difference between the exercise price of the option and the market price at the time of
exercise.

(2) Amount reflects the market value of our common stock on the day the shares vested. Shares have vested, but
they are not received until termination.

2008 NONQUALIFIED DEFERRED COMPENSATION

The following table sets forth information regarding executive contributions, company contributions, earnings
and account balances for each of the participating named executive officers in the Deferred Compensation Plan
and the Supplemental Benefit (Savings) Plan, which are described below. No named executive officer made any
withdrawals or received any distributions during fiscal 2008 from either plan. Only Messrs. Muller and Williams
participated in the Deferred Compensation Plan in 2008. All named executive officers participated in the
Supplemental Benefit (Savings) Plan in 2008.

Executive Registrant Aggregate Aggregate
Contributions | Contributions | Earnings | Withdrawals/ Aggregate
in Last FY in Last FY in Last FY | Distributions | Balance at Last
Name Plan $ @ ¥ (2 $ Q3 $ FYE ($)
Edward R. Muller | Deferred Compensation 292,924 0 (179,781) 0 507,438(4)
Supplemental Benefit 0 173,999 17,165 0 415,075(5)
James V. Iaco Deferred Compensation — — — — —
Supplemental Benefit 0 49,220 4,664 0 115,291(5)
Robert M. Edgell | Deferred Compensation — — — — —
Supplemental Benefit 0 59,211 5274 0 131,820(5)
S. Linn Williams | Deferred Compensation 81,834 0 (86,611) 0 129,451(4)
Supplemental Benefit 0 49,164 4,671 0 115,368(5)
Thomas E. Legro | Deferred Compensation — — — — —
Supplemental Benefit 0 23,034 1,874 0 48,664(5)

(1) Of the amounts contributed by Messrs. Muller and Williams during 2008, $112,924 and $48,334,
respectively, are included as compensation under Salary in the 2008 Summary Compensation Table above,
and $180,000 and $33,500, respectively, are included as compensation under Non-Equity Incentive Plan
Compensation in the 2008 Summary Compensation Table above.

(2) In 2008, the Company made contributions to the non-qualified Supplemental Benefit (Savings) Plan of
named executive officers in the amounts listed. These Company contributions are included as compensation
under All Other Compensation in the 2008 Summary Compensation Table above.

(3) Earnings for the Deferred Compensation Plan are based on market performance. Earnings for the
Supplemental Benefit (Savings) Plan are credited with the prime rate of interest.
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(4) Of this amount the following amounts were reported as compensation to the executive in the Summary
Compensation Table in prior years’ Proxy Statements: Mr. Muller — $394,295; Mr. Williams — $134,228.

(5) Of this amount the following amounts were reported as compensation to the executive in the Summary
Compensation Table in prior years’ Proxy Statements: Mr. Muller — $223,911; Mr. laco — $61,407;
Mr. Edgell - $67,335; Mr. Williams — $61,534. Mr. Legro’s information was not previously reported in the
Summary Compensation Table as he did not become a named executive officer until 2008.

Mirant Corporation Deferred Compensation Plan

The Deferred Compensation Plan is a non-qualified plan intended to comply with the requirements of
Section 409A of the Internal Revenue Code. Employees may defer up to 100% of base pay and/or short-term
incentive pay (less applicable FICA taxes). The Plan allows participants to choose among 21 different investment
funds. The investment funds are the same funds offered under our 401(k) plan, with two exceptions. Because
common collective trusts are not allowed in the Deferred Compensation Plan, two fund choices have been
substituted. Deferred Compensation Plan participants may change their investment election or transfer balances
amongst the various funds at any time. Final distributions from the accounts are made upon termination of
employment with the Company and may be made in a lump sum or in annual installments for up to 10 years, in
accordance with the participant’s prior election. Distributions to named executive officers will be made no earlier
than six months following their termination of service. Early withdrawals from the accounts are not permitted,
with the exception of an in-service withdrawal election for a future known date set during the annual enrollment
period.

Mirant Corporation Supplemental Benefit (Savings) Plan

The Supplemental Benefit (Savings) Plan is a non-qualified plan intended to compensate executives for IRS
limitations on compensation on Company matching and profit sharing contributions to a qualified 401(k) plan or
to provide parity with respect to Company matching and profit sharing 401(k) contributions due to executive
deferrals of income pursuant to the Deferred Compensation Plan. All amounts credited to the account of a
participant are credited with deemed interest at the prime rate as published in the Wall Street Journal,
compounded daily. Final distributions from the accounts are made upon termination of employment with the
Company and may be made in a lump sum or in annual installments for up to 10 years, in accordance with the
participant’s prior election. Distributions to named executive officers will be made no earlier than six months
following their termination of service. Early withdrawals from the accounts are not permitted.

Potential Payments Upon Termination

Each of our named executive officers has an employment agreement that provides for certain severance
payments in the event his employment is terminated without good cause, or due to death, disability or a change in
control. The agreements have three-year terms and continue through late 2008 or early 2009. After the three year
term, the agreements are to be automatically extended in one-year increments unless we give prior notice of
termination. All of the agreements have been automatically extended for the first one-year period.

Termination Without Cause or for Good Reason

Under the agreements, the executives receive severance payments in the event of (1) termination without Cause
(as defined below); (2) failure to renew their contract on competitive terms; or (3) termination by the executive
for Good Reason (as defined below). These severance payments are a combination of a multiple of the
executive’s annual salary and a multiple of his target short-term incentive in the year in which his employment is
terminated. A description of the payout multiples for our named executive officers is included under Post-
Termination Compensation in Compensation Discussion and Analysis above. Unvested stock options and
unvested restricted stock units held by executives will accelerate, vest and become exercisable. Executives also
will receive a pro-rata portion of their target bonus payment under the short-term incentive plan for the year in
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which they are terminated, regardless of Company performance. In addition to the payments related to base
salary and short-term incentive, the named executive officer will receive the following:

An amount equal to two times the Company’s annual cost for life and long-term disability insurance
provided to the executive immediately prior to termination (Mr. Legro will receive an amount equal to
one time the Company’s annual cost for life and long-term disability insurance provided to him
immediately prior to termination);

An amount equal to two times the sum of the annual matching contribution under the Employee
Savings Plan and Supplemental Benefit (Savings) Plan for the year immediately preceding the year in
which employment terminates (Mr. Legro will receive an amount equal to one time the sum of the
annual matching contribution under the Employee Savings Plan and Supplemental Benefit (Savings)
Plan for the year immediately preceding the year in which employment terminates);

An amount equal to the fixed profit sharing and discretionary profit sharing contributions received
under the 401(k) Plan for the year immediately preceding the year in which employment terminates;

18 months of continued coverage for medical, dental and other group health benefits and plans in effect
on the date of termination (Mr. Legro will receive 12 months of continued coverage for medical, dental
and other group health benefits and plans in effect on the date of termination); and

A lump sum amount equal to the cost of 6 months of additional benefit coverage under the medical,
dental and vision plans in which the executive participates on the date of termination (not applicable to
Mr. Legro).

The amounts described in the first three bullet points above will be paid in a lump sum on the date 6 months from
separation of service in accordance with Section 409A.

“Cause” is defined in the named executive officers’ employment agreements as:

the conviction of, or an agreement to a plea of nolo contendere to, a crime involving moral turpitude or
any felony;

willful refusal to perform duties as reasonably directed by the Board under the employment agreement
or any other agreement;

in carrying out executive duties, engagement in conduct that constitutes fraud, willful neglect or willful
misconduct which, in either case would result in demonstrable harm to the business, operations,
prospects or reputation of the Company;

a material violation of the requirements of the Sarbanes-Oxley Act of 2002 or other federal or state
securities law, rule or regulation; or

any other material breach of the employment agreement.

“Good Reason” is defined in the named executive officers’ employment agreements as:

reduction by the Company of the amount of the executive’s then current base salary or the target for his
annual bonus;

a material diminution in the executive’s title, authority, duties or responsibilities or the assignment of
duties to executive which are materially inconsistent with his position;

the failure of the Company to obtain in writing the obligation to perform the employment agreement by
any successor to the Company or a purchaser of all or substantially all of the assets of the Company
within 15 days after a merger, consolidation, sale or similar transaction; or

following a change in control, the requirement that the executive move his principal place of business
by more than 50 miles from the previous location without his consent.
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Death or Disability

Under their employment agreements, the named executive officers or their representatives are entitled to
severance payments upon death or disability. In the event that an executive’s employment is terminated as a
result of death or disability, he or his representative would receive the following:

* alump sum payment in an amount equal to his target annual bonus for the year of termination prorated for
the number of days that the executive was employed by the Company, regardless of Company performance;

* base salary through the date of termination to the extent not previously paid;

* to the extent not previously paid, the amount of any bonus, incentive compensation, and other
compensation earned or accrued by the executive as of the date of termination under any compensation
and benefit plans, programs or arrangements maintained in force by the Company; and

* any vacation pay, expense reimbursements and other cash entitlements due and owing to the executive,
in accordance with Company policy, as of the date of termination to the extent not previously paid.

Unvested stock options and unvested restricted stock units held by executives will accelerate, vest and become
exercisable upon termination as a result of death or disability.

Termination Following Change in Control

The employment agreements also provide that named executive officers are entitled to certain severance benefits
following a change in control of the Company. If, for up to two years following a change in control, the named
executive officer is terminated for any reason, other than by reason of disability or for Cause (as defined above),
or if such executive officer terminates his or her employment for Good Reason (as defined above), then the
named executive officer would receive the following:

¢ Payment equal to the sum of (i) three times the named executive officer’s base salary and (ii) the higher
of (a) three times the last full-year’s annual short-term incentive payment or (b) three times the target
annual short-term incentive payment for the year in which termination occurs;

* A multiple of three times the benefits related to life and long-term disability insurance and contributions
under the Employee Savings Plan and Supplemental Benefit (Savings) Plan outlined above;

* 18 months of continued coverage for medical, dental and other group health benefits and plans in effect
at the date of termination; and

* A lump sum amount equal to the cost of 18 months of additional benefit coverage under the medical,
dental and vision plans in which the executive participates on the date of termination (Mr. Legro will
receive a lump sum amount equal to the cost of 6 months of additional benefit coverage under the
medical, dental and vision plans in which he participates on the date of termination).

The severance generally would be paid in the form of a lump sum cash payment. In addition, in accordance with
the terms of the award agreements for each of the named executive officers, unvested stock options and unvested
restricted stock units accelerate, vest, and become exercisable if they are not replaced upon the change in control.

Under the employment agreements, a change in control would include any of the following events:
* any “person,” as defined in the Securities Exchange Act of 1934, acquires 50 percent or more of our
voting securities;
* amajority of our Board of Directors is replaced by a two-thirds vote;

* consummation of a reorganization, merger, consolidation, sale or other disposition with more than a
50% beneficial ownership change; or

¢ stockholders approve certain mergers, or a liquidation or sale of our assets.

In the event that any payments made in connection with a change in control would be subjected to the excise tax
imposed by Section 4999 of the Internal Revenue Code, we will “gross up,” on an after-tax basis, the named
executive officer’s compensation for all federal, state and local income and excise taxes and any penalties and
interest, but the gross up is capped at $7 million for the Chief Executive Officer and at $2 million for all other
named executive officers.
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Potential Payments Upon Termination Table

The table below sets forth potential benefits that each named executive officer would be entitled to receive upon
termination of employment in the situations outlined above. These amounts are estimates only and do not
necessarily reflect the actual amounts that would be paid to the named executive officers, which would only be
known at the time that they become eligible for payment. The amounts shown in the table are the amounts that
could be payable under existing plans and arrangements if the named executive officer’s employment had
terminated at December 31, 2008, including a gross-up for certain taxes in the event that any payments made in
connection with a change in control were subject to the excise tax imposed by Section 4999 of the Internal
Revenue Code. Values for the accelerating vesting of stock option and restricted stock unit grants are based on
our closing price of $18.87 on December 31, 2008. The table below does not include amounts to which the
named executive officers would be entitled that are already described in the compensation tables appearing
earlier in this Proxy Statement, including the value of equity awards that have already vested and amounts
previously deferred under the Deferred Compensation Plan.

POTENTIAL PAYMENTS UPON TERMINATION

Accelerated | Accelerated Estimated
Severance | Vesting of Vesting of Benefit Tax
Amount Stock Restricted | Continuation | Gross-Up
Name $) (1) Options ($) Stock ($) $) (2) $) (3) Total ($)
Edward R. Muller
Change-in-Control 7,005,000 0 2,654,227 559,500 4,075,000 | 14,293,727
Good Reason 4,540,000 0 2,654,227 373,000 — 7,567,227
For Cause _— — — — — —
Retirement — — _ — — —
Death 1,135,000 0 2,654,227 — — 3,789,227
Disability 1,135,000 0 2,654,227 — — 3,789,227
James V. laco
Change-in-Control 2,463,000 0 768,274 262,600 1,195,000 4,688,874
Good Reason 1,202,850 0 768,274 175,000 —_ 2,146,124
For Cause — — — — — —_
Retirement — — — — — —
Death 315,900 0 768,274 — — 1,084,174
Disability 315,900 0 768,274 — — 1,084,174
Robert M. Edgell
Change-in-Control 2,827,500 0 862,039 287,500 1,471,000 5,448,039
Good Reason 1,376,100 0 862,039 191,700 - 2,429,839
For Cause — — — — — —
Retirement — _— — — — —
Death 361,400 0 862,039 — — 1,223,439
Disability 361,400 0 862,039 — — 1,223,439
S. Linn Williams
Change-in-Control 2,463,000 0 742,950 243,100 1,380,000 4,829,050
Good Reason 1,202,850 0 742,950 162,000 — 2,107,800
For Cause — — — — — —
Retirement — — — — — —
Death 315,900 0 742,950 — — 1,058,850
Disability 315,900 0 742,950 — — 1,058,850
Thomas E. Legro
Change-in-Control 1,550,847 0 270,501 116,100 818,000 2,755,448
Good Reason 502,500 0 270,501 58,100 — 831,101
For Cause — — — — — —
Retirement — — — —_ —_ —
Death 167,500 0 270,501 — — 438,001
Disability 167,500 0 270,501 — — 438,001

(1) Includes appropriate multiples of base salary and bonus (higher of target or actual of prior year) as outlined in employment agreements.
2007 actual bonus payments made in 2008 are included in the calculations above as they were higher than each executive’s target
amount.

(2) Includes payments in respect of continued health, welfare and retirement benefits as outlined in employment agreements.

(3) With respect to tax gross-ups, we assumed an excise tax rate under 280G of the Internal Revenue Code of 20% and an individual tax rate
of 42.45% (a 35% federal income tax rate, a 1.45% Medicare tax rate and a 6% state income tax rate).
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2008 DIRECTOR COMPENSATION TABLE

In May 2006, the Compensation Committee adopted the 2006 Non-Employee Directors Compensation Plan that
sets forth the annual and supplemental retainers, meeting fees and equity compensation payable to the
non-employee directors. Pursuant to this plan, our non-management directors each receive an annual retainer of
$60,000 and are paid $1,500 for each Board and committee meeting that they attend. The following annual
supplemental retainers also are paid as applicable: $20,000 for the Audit Committee Chair; $10,000 for each of
the Compensation and Nominating and Governance Committee Chairs, and $20,000 for the lead independent
director. The directors also received an annual stock award grant, which in 2008 consisted of restricted stock
units. The total targeted economic value of those grants was $75,000 for each director. Prior to 2008, the
directors received an annual stock award of restricted stock units and stock options. The Company reimburses
directors for their travel and related expenses in connection with attending Board meetings and Board-related
activities, as well as for continuing education programs related to their directorships. Our non-management
directors may elect to defer all or part of their annual retainer, annual supplemental retainer, or meeting fees,
pursuant to the Deferred Compensation Plan.

For 2009, our non-management directors will no longer receive meeting fees and will receive an annual retainer
of $82,500 and an annual stock award grant, consisting of restricted stock units, with a total targeted economic
value of $82,500. The annual supplemental retainers described above will remain unchanged.

The following table provides 2008 compensation information for each non-management member of our Board of
Directors.

Eaf::; or Stock Option Total
Paid in Awards | Awards | Compensation

Name Cash ($) $) (1) $) @)

Thomas W. Cason 108,500 | 76,010 | 26,699 211,209
A.D. Correll 124,500 | 76,010 | 26,699 227,209
Terry G. Dallas 87,000 | 76,010 | 26,699 189,709
Thomas H. Johnson 101,500 76,010 | 26,699 204,209
John T. Miller 87,000 | 76,010 | 26,699 189,709
Robert C. Murray 88,500 | 76,010 | 26,699 191,209
John M. Quain 91,500 | 76,010 | 26,699 194,209
William L. Thacker 93,000 | 76,010 | 26,699 195,709

(1) Each non-management director received a grant of 1,929 restricted stock units on May 12, 2008. The restricted
stock units vest 100% on May 12, 2009, and delivery of the shares for the restricted stock units is deferred until
their directorship terminates. Each restricted stock unit represents a contingent right to receive one share of our
common stock. The amounts in the stock award column reflect the dollar amount recognized for fiscal year
ended December 31, 2008, in accordance with FAS 123R. Pursuant to SEC rules, these values are not reduced
by an estimate for the probability of forfeiture. Assumptions used in the calculation of these amounts are
included under Stock-Based Compensation in Item 7 - Management’s Discussion and Analysis of Results of
Operation and Financial Condition in the Company’s Annual Report on Form 10-K filed with the SEC on
February 27, 2009. The grant date fair value, calculated in accordance with FAS 123R, for each restricted stock
unit granted on May 12, 2008 was $38.88, for a total grant date fair value of $75,000. Each non-management
director held 1,929 unvested restricted stock units as of December 31, 2008.

(2) The amounts in the option awards column reflect the dollar amounts recognized under FAS 123R using the
Black-Scholes option-pricing model for option awards granted in years prior to 2008. Pursuant to SEC rules,
these values are not reduced by an estimate for the probability of forfeiture. Assumptions used in the
calculation of these amounts are included under Stock-Based Compensation in Ttem 7 — Management’s
Discussion and Analysis of Results of Operation and Financial Condition in the Company’s Annual Report
on Form 10-K filed with the SEC on February 27, 2009. Each non-management director held 12,023 options
as of December 31, 2008.

(3) Mr. Dallas elected to defer $87,000 in fees pursuant to the Deferred Compensation Plan. Any earnings under
the Deferred Compensation Plan are at market and are not preferential.
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Other Information

Security Ownership of Directors, Executive Officers, and Certain Beneficial Owners

Except as otherwise indicated, the following table shows the beneficial ownership of Mirant common stock as of
March 9, 2009 for (i) each person beneficially owning more than 5% of the outstanding shares of our common
stock; (ii) each director of the Company; (iii) each named executive officer of the Company; and (iv) all of our
directors and executive officers as a group. Except as otherwise indicated, each person listed below has sole
voting and dispositive (or shares such powers with his or her spouse) with respect to the shares set forth in the
following table. The business address of each director and/or executive officer of the Company listed below is
1155 Perimeter Center West, Atlanta, GA 30338-5416.

ey

2

3

Total Beneficial Percentage of
Ownership (1) Shares Owned (2)
Thomas W. Cason 16,1563 *
A. D. Correll 15,5824 *
Terry G. Dallas 17,156 *
Robert M. Edgell 536,706 *
James V. laco, Jr. 311,287(M *
Thomas H. Johnson 15,156® *
Thomas E. Legro 48,781 *
John T. Miller 17,268(10 *
Edward R. Muller 1,484,884(b 1.03%
Robert C. Murray 16,15612) *
John M. Quain 15,156(13) *
William L. Thacker 15,1564 *
S. Linn Williams 308,352(1% *
Directors and Executive Officers as a Group (13 people) 2,817,796 1.93%
Solus Alternative Asset Management LP (6 8,500,000 5.93%
Paulson & Co. Inc. (D 18,394,000 12.83%
Morgan Stanley (® 8,209,852 5.73%
Bank of America (19 7,917,390 5.52%
BNP Paribas Arbitrage SA 20 15,521,297 10.83%

Less than 1%

“Beneficial ownership” means the sole or shared power to vote, or to direct the voting of, a security, or sole
or shared investment power with respect to a security, or any combination thereof. This column includes
ownership interests in Mirant common shares, non-convertible economic interests, and shares individuals
have rights to acquire within 60 days (as of March 9, 2009). Vested restricted stock units, the delivery of
which is deferred as noted below, may not be voted until delivered to the director or executive.

Based on an aggregate of 143,336,554 shares issued, outstanding and entitled to vote as of March 9, 2009.
Assumes that all options beneficially owned by the person are exercised for shares of common stock and
includes vested restricted stock units beneficially owned by the person. The total number of shares
outstanding used in calculating this percentage assumes that none of the options beneficially owned by other
persons are exercised for shares of common stock and does not include vested restricted stock units
beneficially owned by other persons.

Includes outstanding options to purchase 12,023 shares, which were exercisable within 60 days of March 9,
2009. Also includes 2,118 vested restricted stock units, delivery of which is deferred until termination of
service from the Board of Directors.
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(4) Includes (i) outstanding options to purchase 12,023 shares, which were exercisable within 60 days of
March 9, 2009, and (ii) 325 warrants to purchase Mirant Common stock, which were granted to former
Mirant stockholders in connection with Mirant’s emergence from bankruptcy. Also includes 2,118 vested
restricted stock units, delivery of which is deferred until termination of service from the Board of Directors.

(5) Includes outstanding options to purchase 12,023 shares, which were exercisable within 60 days of March 9,
2009. Also includes 3,133 vested restricted stock units, delivery of which is deferred until termination of
service from the Board of Directors.

(6) Represents outstanding options to purchase 440,361 shares, which were exercisable within 60 days of
March 9, 2009. Also includes 96,345 vested restricted stock units, delivery of which is deferred until the
earlier of termination or a Change in Control.

(7) Represents outstanding options to purchase 221,960 shares, which were exercisable within 60 days of
March 9, 2009. Also includes 89,327 vested restricted stock units, delivery of which is deferred until the
earlier of termination or a Change in Control.

(8) Includes outstanding options to purchase 12,023 shares, which were exercisable within 60 days of March 9,
2009. Also includes 2,118 vested restricted stock units, delivery of which is deferred until termination of
service from the Board of Directors.

(9) Includes outstanding options to purchase 22,171 shares, which were exercisable within 60 days of March 9,
2009. Also includes 26,610 vested restricted stock units, delivery of which is deferred until the earlier of
termination or a Change in Control.

(10) Includes outstanding options to purchase 12,023 shares, which were exercisable within 60 days of March 9,
2009 and (ii) 43 warrants to purchase Mirant common stock, which were granted to former Mirant
stockholders in connection with Mirant’s emergence from bankruptcy. Also includes 2,118 vested restricted
stock units, delivery of which is deferred until termination of service from the Board of Directors.

(11) Represents outstanding options to purchase 1,212,801 shares, which were exercisable within 60 days of
March 9, 2009. Also includes 272,083 vested restricted stock units, delivery of which is deferred until the
earlier of termination or a Change in Control.

(12) Includes outstanding options to purchase 12,023 shares, which were exercisable within 60 days of March 9,
2009. Also includes 2,118 vested restricted stock units, delivery of which is deferred until termination of
service from the Board of Directors.

(13) Includes outstanding options to purchase 12,023 shares, which were exercisable within 60 days of March 9,
2009. Also includes 2,118 vested restricted stock units, delivery of which is deferred until termination of
service from the Board of Directors.

(14) Represents outstanding options to purchase 12,023 shares, which were exercisable within 60 days of
March 9, 2009. Also includes 3,133 vested restricted stock units, delivery of which is deferred until
termination of service from the Board of Directors.

(15) Represents outstanding options to purchase 224,392 shares, which were exercisable within 60 days of
March 9, 2009. Also includes 83,960 vested restricted stock units, delivery of which is deferred until the
earlier of termination or a Change in Control.

(16) Solus Alternative Asset Management LP (“Solus”) is an investment adviser located at 430 Park Avenue, 9t
Floor, New York, New York 10022. In its role as investment manager, Solus possesses shared voting and
dispositive power with regard to all such securities. Solus disclaims beneficial ownership of such securities.
This information is based on a Schedule 13G/A filed with the SEC on February 17, 2009, and represents
holdings as of December 31, 2008.

(17) Paulson & Co. Inc. (“Paulson”) is an investment advisor located at 590 Madison Avenue, New York, New
York 10022. In its role as investment advisor, Paulson possesses shared voting and dispositive power with
regard to all such securities. This information is based on a Schedule 13G filed with the SEC on
November 17, 2008, and represents holdings as of November 7, 2008.

46



(18) Morgan Stanley (“Morgan”) is a holding company located at 1585 Broadway, New York, New York 10036.
In its role as a parent holding company or control person in accordance with 17 CFR 240.13d-1(b)(1)(ii)(G),
Morgan possesses sole voting power with respect to 8,188,071 securities and shared voting power with
respect to 21,781 securities, and sole dispositive power with regard to all such securities. This information is
based on a Schedule 13G/A filed with the SEC on February 17, 2009, and represents holdings as of
December 31, 2008.

(19) Bank of America (“BOA”™) is a holding company located at 100 North Tryon Street, Floor 25, Bank of
America Corporate Center, Charlotte, North Carolina 28255. In its role as a parent holding company or
control person in accordance with 17 CFR 240.13d-1(b)(1)(ii)(G), BOA possesses shared voting power with
respect to 7,906,961 securities, and shared dispositive power with regard to 7,917,390 securities. This
information is based on a schedule 13G/A filed with the SEC on February 24, 2009, and represents holdings
as of December 31, 2008.

(20) BNP Paribas Arbitrage SA (“BNP”) is located at 787 Seventh Avenue, New York, New York 10019. BNP
possesses sole voting and dispositive power with regard to all such securities. This information is based on a
schedule 13G/A filed with the SEC on September 17, 2008, and represents holdings as of August 12, 2008.

Codes of Ethics

Mirant’s Code of Ethics and Business Conduct provides guidance to employees in making lawful and ethical
decisions and applies to officers and employees of Mirant and its subsidiaries, and our Board of Directors. Mirant
also has adopted a Code of Ethics for Senior Financial Officers that applies to our Chief Executive Officer, Chief
Financial Officer, Treasurer, Chief Risk Officer, Senior Vice President — Tax, Controller and Assistant
Controller. This Code of Ethics is intended to deter wrongdoing and promote honest and ethical conduct and
compliance with applicable laws, rules and regulations. Both the Code of Ethics and Business Conduct and the
Code of Ethics for Senior Financial Officers are available on our website at http://www.mirant.com and are
available in print to any stockholder upon written request to our Corporate Secretary.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934 requires Mirant directors and executive officers to file
reports with the SEC showing their holdings of and transactions in Mirant securities. It is generally the practice
of the Company to file the forms on behalf of these directors and executive officers. All such forms were timely
filed for 2008, except that a late Form 4 showing John T. Miller’s acquisition and subsequent disposition of 47
shares of Mirant common stock was filed on January 29, 2008. Mr. Miller received the shares in connection with
the final settlement between the Company and Potomac Electric Power Company, which resulted in an additional
distribution of reserved Mirant shares to former debt holders. The shares were received on September 4, 2007,
and were subsequently sold on January 14, 2008.

Stockholder Proposals

Stockholder proposals to be considered for inclusion in Mirant’s proxy materials, pursuant to Rule 14a-8 under
the Exchange Act, for the 2010 Annual Meeting of Stockholders must be received no later than November 27,
2009. Stockholder proposals must be submitted in writing to our Corporate Secretary at Mirant Corporation,
1155 Perimeter Center West, Atlanta, GA 30338-5416. For stockholder proposals that are not included in
Mirant’s proxy materials to be presented at next year’s meeting, you must comply with the requirements set forth
in Article 11, Section 11(A) of our Bylaws. Our Bylaws require, among other things, that our Corporate Secretary
receive the proposal no earlier than the close of business on the 120% day, and no later than the close of business
on the 90% day, prior to the first anniversary of the prior year’s Annual Meeting. Accordingly, for the 2010
Annual Meeting of Stockholders, the Corporate Secretary must receive the proposal no earlier than January 7,
2010, and no later than February 6, 2010. The proxy solicited by the Board of Directors for next year’s meeting
will confer discretionary authority to vote on any proposal that does not meet these requirements.
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EXTENT OF INCORPORATION BY REFERENCE OF MATERIALS INCLUDED IN OR
ACCOMPANYING THIS PROXY STATEMENT

This Proxy Statement is being distributed to stockholders as part of a larger publication containing other
documents and information of interest to stockholders concerning the Annual Meeting. The reports of the Audit
Committee and Compensation Committee shall not be deemed to be filed or incorporated by reference into any
filing with the SEC under or pursuant to the Securities Act of 1933 or the Securities Exchange Act of 1934,
unless specifically provided otherwise in such filing.

This Proxy Statement is accompanied or preceded by Mirant’s 2008 Annual Report on Form 10-K. The 2008

Annual Report on Form 10-K, which includes audited consolidated financial statements and other information
about Mirant, is not incorporated in the Proxy Statement is not deemed to be part of the proxy soliciting material.
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K
ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2008

or
] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to
Commission file number: 001-16107

Mirant Corporation
(Exact Name of Registrant as Specified in Its Charter)

Delaware 20-3538156
(State or Other Jurisdiction of (LR.S. Employer
Incorporation or Organization) Identification No.)
1155 Perimeter Center West, Suite 100,
Atlanta, Georgia 30338
(Address of Principal Executive Offices) (Zip Code)
(678) 579 5000

(Registrant’s telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act:

Title of Each Class Name of Each Exchange on Which Registered
Common Stock, par value $0.01 per share New York Stock Exchange
Series A Warrants New York Stock Exchange
Series B Warrants New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act:
None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined by Rule 405 of the Securities
Act. Yes [ ] No

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. [] Yes No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to
file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes [] No

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein,
and will not be contained, to the best of the registrants’ knowledge, in definitive proxy or information statements incorporated
by reference in Part III of this Form 10-K or any amendment to this Form 10-K.

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a
smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.

Large Accelerated Filer Accelerated Filer O
Non-accelerated Filer [ (Do not check if a smaller reporting company) Smaller reporting company [ ]
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). J Yes No

Aggregate market value of voting stock held by non-affiliates of the registrant was approximately $6,974,396,638 on
June 30, 2008 (based on $39.15 per share, the closing price in the daily composite list for transactions on the New York Stock
Exchange that day).

Indicate by check mark whether the registrant has filed all documents and reports required to be filed by Section 12, 13
or 15(d) of the Securities Exchange Act of 1934 subsequent to the distribution of securities under a plan confirmed by a
court. Yes [[] No

As of February 20, 2009, there were 144,127,672 shares of the registrant’s Common Stock, $0.01 par value per share,
outstanding.
DOCUMENTS INCORPORATED BY REFERENCE

Portions of the Registrant’s proxy statement for the 2009 Annual Meeting of Stockholders are incorporated by reference in
Part III of this Form 10-K to the extent described herein.
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Glossary of Certain Defined Terms

APSA—Asset Purchase and Sale Agreement dated June 7, 2000, between the Company and Pepco.
Bankruptcy Code—United States Bankruptcy Code.
Bankruptcy Court—United States Bankruptcy Court for the Northern District of Texas, Fort Worth Division.

Baseload Generating Units—Units that satisfy minimum baseload requirements of the system and produce
electricity at an essentially constant rate and run continuously.

CAIR—Clean Air Interstate Rule.

CAISO—California Independent System Operator.

Cal PX—California Power Exchange.

CAMR—Clean Air Mercury Rule.

CCX— Chicago Climate Exchange.

CERCLA—Federal Comprehensive Environmental Response, Compensation and Liability Act of 1980.
Clean Air Act—Federal Clean Air Act.

Clean Water Act—Federal Water Pollution Control Act.

CO2—Carbon dioxide.

Company—OId Mirant prior to January 3, 2006, and New Mirant on or after January 3, 2006.
CPUC—California Public Utilities Commission.

DWR—California Department of Water Resources.

EBITDA—Earnings before interest, taxes, depreciation and amortization.

EITF—The Emerging Issues Task Force formed by the Financial Accounting Standards Board.

EITF 02-3—EITF Issue No. 02-3, Issues Involved in Accounting for Derivative Contracts Held for Trading
Purposes and Contracts Involved in Energy Trading and Risk Management Activities.

EOB—California Electricity Oversight Board.

EPA—United States Environmental Protection Agency.

EPS—Earnings per share.

ERISA—Employee Retirement Income Security Act of 1974.
FASB—Financial Accounting Standards Board.

FERC—Federal Energy Regulatory Commission.

FIN—FASB Interpretation.

FIN 39—FIN No. 39, Offsetting of Amounts Related to Certain Contracts.

FIN 45—FIN No. 45, Guarantor’s Accounting and Disclosure Requirements for Guarantees, Including Indirect
Guarantees of Indebtedness of Others—An Interpretation of FASB Statements Nos. 5, 57, and 107 and Rescission
of FASB Interpretation No. 34.

FIN 46R—FIN No. 46(R), Consolidation of Variable Interest Entities (Revised December 2003)—an
Interpretation of Accounting Research Bulletin No. 51.

FIN 47—FIN No. 47, Accounting for Conditional Asset Retirements—an interpretation of FASB Statement
No. 143.



FIN 48—FIN No. 48, Accounting for Uncertainty in Income Taxes—an interpretation of FASB Statement
No. 109.

FSP—FASB Staff Position.

FSP FAS 132R-1—FSP FAS No. 132(R)-1, Employers’ Disclosures about Postretirement Benefit Plan Assets
(Revised 2003).

FSP FAS 157-2—FSP FAS No. 157-2, Effective Date of FASB Statement No. 157.

FSP FAS 157-3—FSP FAS No. 157-3, Determining the Fair Value of a Financial Asset When the Market for
That Asset Is Not Active.

FSP FIN 39-1—FSP FIN No. 39-1, Amendment of FASB Interpretation No. 39 (FIN 39).
GAAP—Generally accepted accounting principles in the United States.

Gross Margin—Operating revenue less cost of fuel, electricity and other products, excluding depreciation and
amortization.

Hudson Valley Gas—Hudson Valley Gas Corporation.
IBEW—International Brotherhood of Electrical Workers.
InterContinental Exchange—InterContinental Exchange, Inc.

Intermediate Generating Units—Units that meet system requirements that are greater than baseload and less
than peaking.

ISO—Independent System Operator.

ISO-NE—Independent System Operator-New England.

kW—Kilowatt.

LIBOR—London InterBank Offered Rate.

LTSA—Long-term service agreement.

MC Asset Recovery—MC Asset Recovery, LLC.

MDE—Maryland Department of the Environment.

Mirant—Old Mirant prior to January 3, 2006, and New Mirant on or after January 3, 2006.
Mirant Americas—M irant Americas, Inc.

Mirant Americas Energy Marketing—Mirant Americas Energy Marketing, LP.

Mirant Americas Generation—Mirant Americas Generation, LLC.

Mirant Asia-Pacific—Mirant Asia-Pacific Limited sold by the Company in the second quarter of 2007.
Mirant Bowline-—Mirant Bowline, LLC.

Mirant Canal—Mirant Canal, LLC.

Mirant Chalk Point—Mirant Chalk Point, LLC.

Mirant Delta—Mirant Delta, LLC.

Mirant Energy Trading—Mirant Energy Trading, LLC.

Mirant Kendall—Mirant Kendall, LLC.

Mirant Lovett—Mirant Lovett, LLC.
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Mirant MD Ash Management—Mirant MD Ash Management, LLC.

Mirant Mid-Atlantic—Mirant Mid-Atlantic, LLC and, except where the context indicates otherwise, its
subsidiaries.

Mirant New York—Mirant New York, LLC.

Mirant North America—Mirant North America, LLC.

Mirant NY-Gen—Mirant NY-Gen, LLC sold by the Company in the second quarter of 2007.
Mirant Pagbilao—Mirant Pagbilao Corporation sold by the Company in the second quarter of 2007.
Mirant Potomac River—Mirant Potomac River, LLC.

Mirant Potrero—Mirant Potrero, LLC.

Mirant Power Purchase—Mirant Power Purchase, LLC.

Mirant Services—Mirant Services, LLC.

Mirant Sual—Mirant Sual Corporation sold by the Company in the second quarter of 2007.

Mirant Trinidad Investments—Mirant Trinidad Investments, LLC sold by the Company in the third quarter of
2007.

MW—Megawatt.

MWh—Megawatt hour.

NAAQS—National ambient air quality standard.
NEPOOL—New England Power Pool.
NERC—North American Electric Reliability Council.

Net Capacity Factor—The average production as a percentage of the potential net dependable capacity used
over a year.

New Mirant—Mirant Corporation on or after January 3, 2006.

NOL—Net operating loss.

NOV—Notice of violation.

NOx—Nitrogen oxides.

NPCC—Northeastern Power Coordinating Council.

NSR—New source review.

NYISO—Independent System Operator of New York.

NYMEX—New York Mercantile Exchange.

NYSDEC—New York State Department of Environmental Conservation.
NYSE—New York Stock Exchange.

0Old Mirant—MC 2005, LLC, known as Mirant Corporation prior to January 3, 2006.
Orange and Rockland—Orange and Rockland Utilities, Inc.
OTC—Over-the-counter.

Ozone Season—The period between May 1 and September 30 of each year.

Peaking Generating Units—Units used to meet demand requirements during the periods of greatest or peak
load on the system.
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Pepco—Potomac Electric Power Company.

Petition Date—July 14, 2003, the date Mirant and certain of its subsidiaries filed voluntary petitions for relief
with the Bankruptcy Court.

PG&E—Pacific Gas & Electric Company.
PJM—PIM Interconnection, LLC.

Plan—The plan of reorganization that was approved in conjunction with the Company’s emergence from
bankruptcy protection on January 3, 2006.

PPA—Power purchase agreement.

PUHCA—Public Utility Holding Company Act of 2005.
Reserve Margin—Excess capacity over peak demand.
RFC—ReliabilityFirst Corporation.

RGGI—Regional Greenhouse Gas Initiative.
RMR—Reliability-must-run.

RTO-—Regional Transmission Organization.
SAB—SEC Staff Accounting Bulletin.

SAB 107—SAB No. 107, Share-Based Payment.

SAB 110—SAB No. 110, Share-Based Payment—an amendment of SAB No. 107.
SEC—U.S. Securities and Exchange Commission.
Securities Act—Securities Act of 1933, as amended.

Series A Warrants—Warrants issued on January 3, 2006, with an exercise price of $21.87 and expiration date
of January 3, 2011.

Series B Warrants—Warrants issued on January 3, 2006, with an exercise price of $20.54 and expiration date of
January 3, 2011.

SFAS—Statement of Financial Accounting Standards.

SFAS 5—SFAS No. 5, Accounting for Contingencies.

SFAS 107—SFAS No. 107, Disclosure about Fair Value of Financial Instruments.

SFAS 109—SFAS No. 109, Accounting for Income Taxes.

SFAS 123R—SFAS No. 123(R), Share-Based Payment (Revised 2004).

SFAS 133—SFAS No. 133, Accounting for Derivative Instruments and Hedging Activities (As Amended).
SFAS 141R—SFAS No. 141(R), Business Combinations (Revised 2007).

SFAS 142—SFAS No. 142, Goodwill and Other Intangible Assets.

SFAS 143—SFAS No. 143, Accounting for Asset Retirement Obligations.

SFAS 144—SFAS No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets.
SFAS 157—SFAS No. 157, Fair Value Measurements.

SFAS 158—SFAS No. 158, Employer’s Accounting for Defined Benefit Pension and Other Postretirement
Plans: An Amendment of FASB Statements Nos. 87, 88, 106 and 1 32(R).

SFAS 159—SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities—Including an
Amendment of FASB Statement No. 115.
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SFAS 161—SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activities—An Amendment
of FASB Statement No. 133.

Shady Hills—Shady Hills Power Company, L.L.C. sold by the Company in the second quarter of 2007.
SO2—Sulfur dioxide.

SOP 90-7—Statement of Position 90-7, Financial Reporting by Entities in Reorganization Under the Bankruptcy
Code.

UWUA—Utility Workers Unjon of America.

VaR—Value at risk.

VIE—Variable interest entity.

Virginia DEQ—Virginia Department of Environmental Quality.

WECC—Western Electric Coordinating Council.

West Georgia—West Georgia Generating Company, L.L.C. sold by the Company in the second quarter of 2007.

Wrightsville—Wrightsville, Arkansas power generating facility sold by the Company in the third quarter of
2005.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION

In addition to historical information, the information presented in this Form 10-K includes 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. These statements involve known and unknown risks and uncertainties and relate to future
events, our future financial performance or our projected business results. In some cases, one can identify
forward-looking statements by terminology such as “may,” “will,” “should,” “expect,” “intend,” “seek,” “plan,”
“think,” “anticipate,” “estimate,” “predict,” “target,” “potential” or “continue” or the negative of these terms or
other comparable terminology.

Forward-looking statements are only predictions. Actual events or results may differ materially from any
forward-looking statement as a result of various factors, which include:

+ legislative and regulatory initiatives regarding deregulation, regulation or restructuring of the industry
of generating, transmitting and distributing electricity (the “electricity industry”); changes in state,
federal and other regulations affecting the electricity industry (including rate and other regulations);
changes in, or changes in the application of, environmental and other laws and regulations to which we
and our subsidiaries and affiliates are or could become subject;

+ failure of our plants to perform as expected, including outages for unscheduled maintenance or repair;

« changes in market conditions, including developments in the supply, demand, volume and pricing of
electricity and other commodities in the energy markets and the extent and timing of the entry of
additional competition in our markets;

« continued poor economic and financial market conditions, including impacts on financial institutions
and other current and potential counterparties and negative impacts on liquidity in the power and fuel
markets in which we hedge and transact;

« increased credit standards, margin requirements, market volatility or other market conditions that could
increase our obligations to post collateral beyond amounts that are expected;

 our inability to access effectively the OTC and exchange-based commodity markets or changes in
commodity market conditions and liquidity, which may affect our ability to engage in asset
management, proprietary trading and fuel oil management activities as expected, or result in material
gains or losses from open positions;

« deterioration in the financial condition of our counterparties and the failure of counterparties to pay
amounts owed to us or to perform obligations or services due to us beyond collateral posted;

« hazards customary to the power generation industry and the possibility that we may not have adequate
insurance to cover losses as a result of such hazards;

* price mitigation strategies employed by ISOs or RTOs that reduce our revenue and may result in a
failure to compensate our generating units adequately for all of their costs;

« changes in the rules used to calculate capacity, energy and ancillary services payments;

« legal and political challenges to the rules used to calculate capacity, energy and ancillary services
payments in the markets in which we operate;

« volatility in our gross margin as a result of our accounting for derivative financial instruments used in
our asset management, proprietary trading and fuel oil management activities and volatility in our cash
flow from operations resulting from working capital requirements, including collateral, to support our
asset management, proprietary trading and fuel oil management activities;

« our ability to enter into intermediate and long-term contracts to sell power and to obtain adequate
supply and delivery of fuel for our facilities, at our required specifications and on terms and prices
acceptable to us;



* the inability of our operating subsidiaries to generate sufficient cash flow to support our operations;
* our ability to borrow additional funds and access capital markets;

» strikes, union activity or labor unrest;

* weather and other natural phenomena, including hurricanes and earthquakes;

* the cost and availability of emissions allowances;

* curtailment of operations because of transmission constraints;

* environmental regulations that restrict our ability or render it uneconomic to operate our business,
including regulations related to the emission of CO2 and other greenhouse gases;

* our inability to complete construction of emissions reduction equipment by January 2010 to meet the
requirements of the Maryland Healthy Air Act, which may result in reduced unit operations and
reduced cash flows and revenues from operations;

* our ability to execute our business plan in California, including entering into long-term power sales
agreements for new generating facilities at our existing sites and entering into new tolling arrangements
for our existing generating facilities;

* the ability of lenders under Mirant North America’s revolving credit facility to perform their
obligations;

* war, terrorist activities or the occurrence of a catastrophic loss;

* our consolidated indebtedness and the possibility that we or our subsidiaries may incur additional
indebtedness in the future;

* restrictions on the ability of our subsidiaries to pay dividends, make distributions or otherwise transfer
funds to us, including restrictions on Mirant North America contained in its financing agreements and
restrictions on Mirant Mid-Atlantic contained in its leveraged lease documents, which may affect our
ability to access the cash flows of those subsidiaries to make debt service and other payments; and

* the disposition of the pending litigation described in this Form 10-K.

Many of these risks, uncertainties and assumptions are beyond our ability to control or predict. All forward-
looking statements attributable to us or persons acting on our behalf are expressly qualified in their entirety by
cautionary statements contained throughout this report. Because of these risks, uncertainties and assumptions,
you should not place undue reliance on these forward-looking statements. Furthermore, forward-looking
statements speak only as of the date they are made.

Factors that Could Affect Future Performance

We undertake no obligation to update publicly or revise any forward-looking statements to reflect events or
circumstances that may arise after the date of this report.

In addition to the discussion of certain risks in Management’s Discussion and Analysis of Results of
Operations and Financial Condition and the accompanying Notes to Mirant’s consolidated financial statements,
other factors that could affect our future performance (business, financial condition or results of operations and
cash flows) are set forth in Item 1A. Risk Factors.

Certain Terms
As used in this report, “we,” “us,” “our,” the “Company” and “Mirant” refer to Mirant Corporation and its
subsidiaries, unless the context requires otherwise. Also, as used in this report “we,” “us,” “our,” the “Company”

and “Mirant” refer to Old Mirant prior to January 3, 2006, and to New Mirant on or after January 3, 2006.
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PARTI

Item 1. Business

Overview

We are a competitive energy company that produces and sells electricity in the United States. We own or
lease 10,112 MW of net electric generating capacity in the Mid-Atlantic and Northeast regions and in California.
We also operate an integrated asset management and energy marketing organization based in Atlanta, Georgia.
Our customers are principally ISOs, RTOs and investor-owned utilities. Our generating portfolio is diversified
across fuel types, power markets and dispatch types and serves customers located near many major metropolitan
load centers. Our total net generating capacity is approximately 30% baseload, 58% intermediate and 12%

peaking.

Mirant Corporation was incorporated in Delaware on September 23, 2005. Pursuant to the Plan for Mirant
and certain of its subsidiaries, on January 3, 2006, New Mirant emerged from bankruptcy and acquired
substantially all of the assets of Old Mirant, a corporation that was formed in Delaware on April 3, 1993, and that
had been named Mirant Corporation prior to January 3, 2006. The Plan provides that New Mirant has no
successor liability for any unassumed obligations of Old Mirant. Old Mirant was then renamed and transferred to
a trust, which is not affiliated with New Mirant.

We are focused on the operational performance of our generating facilities, generation of cash from
operations and prudent growth of our business.

« In 2008, we invested $672 million in our generating facilities. Much of this amount was invested in
emissions control equipment to comply with the Maryland Healthy Air Act. We are installing flue gas
desulphurization (“FGD”) emissions controls at our Chalk Point, Dickerson and Morgantown coal-
fired units. In addition, we have installed selective catalytic reduction systems at the Morgantown coal-
fired units and one of the Chalk Point coal-fired units and a selective auto catalytic reduction system at
the other Chalk Point coal-fired unit. We are installing selective non-catalytic reduction systems at the
three Dickerson coal-fired units. Including amounts already spent to date, we will invest $1.674 billion
on emissions reduction controls. These controls will be capable of reducing emissions of S02, NOx
and mercury by approximately 98%, 90% and 80%, respectively, for three of our largest coal-fired

units.

«  Our investments in our generating facilities also reflect our targeted maintenance program to ensure
consistent long-term availability of our generating facilities. Our equivalent forced outage rate was 8%
in 2008 compared to 10% in 2007 for our Mid-Atlantic baseload coal-fired units excluding our

Potomac River facility.

« In 2008, we observed significant volatility in commodity prices. Our hedging program reduced our
exposure to this volatility and contributed $207 million to our realized gross margin for 2008. In 2008,
we generated $677 million of net cash provided by operating activities of our continuing operations.

+ As we generate excess cash from our operations, we will invest it in our business, but only when it is
prudent to do so. Our existing generating facility sites have room to add an additional 7,500 MW to
10,000 MW of generating capacity and we continue to consider these opportunities.

«  We will return excess cash to our stockholders when we cannot prudently invest it in our business. In
2007, we sold our Philippine and Caribbean businesses, six U.S. natural gas-fired facilities and Mirant
NY-Gen. After transaction costs and repayment of debt, the net proceeds to us from dispositions
completed for the year ended December 31, 2007, were approximately $5.071 billion. Between
November 2007 and December 2008, we returned approximately $4.056 billion of cash to our
stockholders through purchases of 122 million shares of our common stock, including 86 million shares
that were purchased through open market purchases in 2008 for approximately $2.74 billion.

5



The annual, quarterly and current reports, and any amendments to those reports, that we file with or furnish
to the SEC are available free of charge on our website at www.mirant.com as soon as reasonably practicable after
they are electronically filed with or furnished to the SEC. General information about us, including our Corporate
Governance Guidelines, the charters for our Audit, Compensation, and Nominating and Governance Committees,
and our Code of Ethics and Business Conduct, can also be found at www.mirant.com. We will provide print
copies of these documents to any stockholder upon written request to Corporate Secretary, Mirant Corporation,
1155 Perimeter Center West, Suite 100, Atlanta, Georgia 30338-5416. Information contained on our website is
not incorporated into this Form 10-K.

Business Segments

We have four operating segments: Mid-Atlantic, Northeast, California and Other Operations. The
Mid-Atlantic segment consists of four generating facilities located in Maryland and Virginia near Washington,
D.C. The Northeast segment consists of three generating facilities located in Massachusetts and one generating
facility located in New York near New York City. The California segment consists of three generating facilities
located in or near San Francisco. Other Operations includes proprietary trading and fuel oil management
activities, unallocated corporate overhead, interest on debt at Mirant Americas Generation and Mirant North
America and interest income on our invested cash balances. For the years ended December 31, 2007 and 2006,
Other Operations also included gains and losses related to a long-term PPA with Pepco (the “Back-to-Back
Agreement”), which was terminated pursuant to a settlement agreement that became effective in the third quarter
of 2007. See Note 17 to our consolidated financial statements contained elsewhere in this report for further
discussion of the Back-to-Back Agreement.

The table below presents our capacity by region and our Net Capacity Factor for the year ended
December 31, 2008:

Total Net
Capacity Capacity
Region MW) Factor
Mid-Atlantic .......... 5,230 33%
Northeast . ............ 2,535 13%
California ............ 2,347 4%

The table below summarizes selected financial information of our continuing operations by business
segment for the year ended December 31, 2008 (dollars in millions):

Operating
Gross : Income/

Business Segment Revenues _‘79_ Margin _‘7L (Loss) i
Mid-Atlantic .......... ... ... $2,279 2% $1,714 81% $1,218 91%
Northeast ........... ... .. . 617 19% 179 8% 23 2%
California . ............. ... ... 186 6% 127 6% 35 2%
Other Operations ..................... ... i i .. 102 3% 103 5% 67 5%
Eliminations ............. ... ... ... .00 4 —% 6 —% 2) —%

Total ... $3,188  100% $2,129 100% $1,341  100%

Eliminations are primarily related to intercompany sales of emissions allowances. For selected financial
information about our business segments, see Note 14 to our consolidated financial statements contained
elsewhere in this report. See Item 2. Properties for a complete list of our generating facilities.

Asset Management

Our commercial operations consist primarily of procuring fuel, dispatching electricity, hedging the
production and sale of electricity by our generating facilities, managing fuel and providing logistical support for
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the operation of our facilities (for example, by procuring transportation for coal). We typically sell the electricity
we produce into the wholesale market at prices in effect at the time we produce it (the “spot price”). Spot prices
for electricity are volatile, as are prices for fuel and emissions allowances, and in order to reduce the risk of that
volatility and achieve more predictable financial results, it is our strategy to enter into hedges—forward sales of
electricity and forward purchases of fuel and emissions allowances to permit us to produce and sell the
electricity—for various time periods. In addition, given the high correlation between natural gas prices and
electricity prices in the markets in which we operate, we enter into forward sales of natural gas to hedge our
exposure to changes in the price of electricity. We procure our hedges in OTC transactions or on exchanges
where electricity, fuel and emissions allowances are broadly traded, or through specific transactions with buyers
and sellers, using futures, forwards, swaps and options. We also sell capacity and ancillary services where there
are markets for such products and when it is economic to do so.

We use dispatch models to assist us in making daily decisions regarding the quantity and price of the power
our facilities will generate and sell into the markets. We bid the energy from our generating facilities into the
day-ahead energy market and sell ancillary services through the ISO and RTO markets. We sell capacity either
bilaterally or through auction processes in each ISO and RTO in which we participate. We work with the ISOs
and RTOs in real time to ensure that our generating facilities are dispatched economically to meet the reliability
needs of the market.

At February 10, 2009, our aggregate hedge levels based on expected generation for each period were as
follows:

Aggregate Hedge Levels Based on Expected Generation

2009 2010 2011 2012 2013
Power ........ 96% 62% 22% 24% 24%
Fuel ......... 90% 64% 53% 29% 6%

Power

We hedge economically a substantial portion of our Mid-Atlantic coal-fired baseload generation and certain
of our Northeast gas and oil-fired generation through OTC transactions. However, we generally do not hedge our
intermediate and peaking units for tenors greater than 12 months. A significant portion of our hedges are
financial swap transactions between Mirant Mid-Atlantic and financial counterparties that are senior unsecured
obligations of such parties and do not require either party to post cash collateral either for initial margin or for
securing exposure as a result of changes in power or natural gas prices. We also enter into forward sales of
natural gas to hedge our exposure to changes in the price of electricity.

While OTC transactions make up a substantial portion of our economic hedge portfolio, at times we sell
non-standard, structured products to customers. Additionally, our California facilities operate under contracted
capacity and RMR contracts.

Fuel

We enter into contracts of varying terms to secure appropriate quantities of fuel that meet the varying
specifications of our generating facilities. For our coal-fired generating facilities, we purchase coal from a variety
of suppliers under contracts with terms of varying lengths, some of which extend to 2013. For our oil-fired units,
we typically purchase fuel from a limited number of suppliers under contracts with terms of varying lengths.

Our coal supply comes primarily from the Central Appalachian and Northern Appalachian coal regions.
Most of our coal is delivered by rail, except for a portion of our coal deliveries at our Morgantown station, which
is received by barge at our unloading facility that became operational in the third quarter of 2008. The barge
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unloader enables us to receive coal from international locations as well. We monitor coal supply and delivery
logistics carefully and, despite occasional interruptions of scheduled deliveries, to date we have managed to
avoid any significant detrimental effects on our operations. We typically maintain a target level of coal inventory
at our coal-fired facilities for this purpose. Interruptions of scheduled deliveries can result from a variety of
disruptions, including coal supplier operational issues, rail system disruptions or severe weather.

Emissions

Our commercial operations manage the acquisition and use of emissions allowances for our generating
facilities. Primarily as a result of the pollution control equipment we are installing to comply with the
requirements of the Maryland Healthy Air Act, we have significant excess SO2 and NOx emissions allowances
for future periods. We plan to continue to maintain some SO2 and NOx emissions allowances in excess of what
we need to support our expected generation in case our actual generation exceeds our current forecasts for future
periods and for possible future additions of generating capacity. During the fourth quarter of 2007, we began a
program to sell excess SO2 and NOx emissions allowances under certain market conditions. At December 31,
2008, the estimated fair value of our excess SO2 and NOx emissions allowances exceeded the carrying value
recorded on our consolidated balance sheet by approximately $63 million.

In September 2008, we joined the CCX, which is a voluntary greenhouse gas registry, reduction and trading
system. As part of the agreement for membership in CCX, we have committed to meet annual emissions
reduction targets and, by 2010 to reduce our greenhouse gas emissions by six percent below the average of our
1998 to 2001 levels. We expect to satisfy our reduction targets primarily through previously implemented
generating unit retirements and capacity factor reductions.

Mid-Atlantic Region

We own or lease four generating facilities in the Mid-Atlantic region with total net generating capacity of
5,230 MW. Our Mid-Atlantic region had a combined 2008 Net Capacity Factor of 33%.

The following table presents the details of our Mid-Atlantic generating facilities:

Total Net
Generating
Capacity NERC
Facility MW) Primary Fuel Type Dispatch Type Location  Region
Natural Intermediate/
ChalkPoint ....................... 2,413 Gas/Coal/Oil Baseload/Peaking Maryland RFC
Natural Gas/
Dickerson ......................... 849 Coal/Oil Baseload/Peaking Maryland RFC
Morgantown ...................... 1,486 Coal/Oil Baseload/Peaking Maryland RFC
Baseload/
PotomacRiver .................. ... 482 Coal Intermediate Virginia RFC
Total Mid-Atlantic . ............... 5,230

The Chalk Point facility is our largest generating facility. It consists of two coal-fired baseload units, two
dual-fueled (oil and gas) intermediate units and two oil-fired and five dual-fueled (oil and gas) peaking units. Our
next largest facility is the Morgantown facility. It consists of two coal-fired baseload units and six oil-fired
peaking units. The Dickerson facility has three coal-fired baseload units, and one oil-fired and two dual-fueled
(oil and gas) peaking units. The Potomac River facility has three coal-fired baseload units and two coal-fired
intermediate units.

In July 2008, the City of Alexandria, Virginia (in which the Potomac River generating facility is located)
and Mirant Potomac River entered into an agreement containing certain terms that were included in a proposed
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comprehensive state operating permit for the Potomac River generating facility issued by the Virginia DEQ that
month. Under that agreement, Mirant Potomac River committed to spend $34 million over several years to
reduce particulate emissions. The $34 million was placed in escrow and is included in funds on deposit and other
noncurrent assets in the accompanying consolidated balance sheets and in our estimated capital expenditures
presented in Item 7. “Management’s Discussion and Analysis of Results of Operations and Financial Condition
—_Overview”. See Note 17 to our consolidated financial statements contained elsewhere in this report for a more
detailed discussion on the Potomac River Settlement.

Prior to the issuance of the comprehensive state operating permit in July 2008, the Potomac River
generating facility operated under a state operating permit issued June 1, 2007, that significantly restricted the
facility’s operations by imposing stringent limits on its SO2 emissions and constraining unit operations so that no
more than three of the facility’s five units could operate at one time. In compliance with the comprehensive
permit, in 2008 we merged the stacks for units 3, 4 and 5 into one stack at the Potomac River generating facility
and, in January 2009, we merged the stacks for units 1 and 2 into one stack. With the completion of the stack
combinations, the permit issued in July 2008 will not constrain operations of the Potomac River generating
facility below historical operations and will allow operation of all five units at one time. Certain provisions of
Virginia’s air emissions regulations adopted to implement the CAIR, however, could constrain the facility’s
operations, as described below in “Environmental Regulation-Virginia CAIR Implementation”.

Northeast Region

We own generating facilities in the Northeast region with total net generating capacity of 2,535 MW. Our
Northeast region had a combined 2008 Net Capacity Factor of 13%. The Northeast region is comprised of our
facilities located in Massachusetts and New York. Generation is sold from our Northeast facilities through a
combination of bilateral contracts, spot market transactions and structured transactions.

The following table presents the details of our facilities in the Northeast Region:

Total Net
Generating
Capacity NERC
Facility (MW) Primary Fuel Type Dispatch Type Location Region
Intermediate/
Bowline ........covoiiininnaennnnn 1,139 Natural Gas/Oil Peaking New York  NPCC
Canal ... e e 1,126 Natural Gas/Oil  Intermediate Massachusetts NPCC
Baseload/
Kendall ...........cooiiiiiinntn 256 Natural Gas/Oil Peaking Massachusetts NPCC
Martha’s Vineyard . ................. 14 Diesel Peaking Massachusetts NPCC
Total Northeast Region ............ 2,535

The Bowline facility is a dual-fueled (natural gas and oil) facility comprised of two intermediate/peaking units.
The capacity, energy and ancillary services from our Bowline generating facility are sold into the bilateral markets and
into the markets administered by the NYISO. For a discussion of the NYISO, see “Regulatory Environment” below.

The Canal facility consists of one oil-fired intermediate unit and one dual-fueled (oil and gas) intermediate
unit. The Kendall facility consists of one combined cycle dual-fueled (oil and gas) baseload unit, two 1,300
pound steam boilers and one simple cycle jet engine peaking unit. The Martha’s Vineyard facility consists of five
diesel peaking units. The capacity, energy and ancillary services from our Massachusetts generating units are
sold into the NEPOOL bilateral markets and into the markets administered by the ISO-NE. For a discussion of
the NEPOOL and the ISO-NE, see “Regulatory Environment” below. The Kendall facility also has long-term
agreements under which it sells steam resulting from electricity production or is reimbursed for production costs
when called upon to provide steam under the agreements.
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The Canal facility is located in the lower Southeastern Massachusetts (“SEMA”) area in ISO-NE. ISO-NE
has previously determined that, at times, it is necessary for the Canal facility to operate to meet local reliability
criteria for SEMA when it was not economic for the Canal facility to operate based upon prevailing market
prices. When the Canal facility operates to meet local reliability criteria, we are compensated at the price we bid
into the ISO-NE rather than at the lower market price.

ISO-NE and NSTAR recently developed a plan to upgrade the SEMA transmission system that will reduce
the local reliability need for the Canal facility. These transmission upgrades are scheduled for completion in
September 2009. Once these upgrades are completed, we expect that the need for the Canal facility to operate for
reliability will be reduced. As such, the gross margin from our Canal facility may decrease significantly
compared to that generating facility’s gross margin for recent years.

On June 11, 2003, Mirant New York, Mirant Lovett and the State of New York entered into a consent
decree (the “2003 Consent Decree™) governing the future of the Lovett facility’s two coal-fired units (units 4 and
5). Pursuant to the 2003 Consent Decree as amended on May 10, 2007, we discontinued operation of unit 4 as of
May 7, 2007, and unit 5 on April 19, 2008. In addition, we discontinued operation as of May 7, 2007, of unit 3, a
dual-fueled unit (natural gas and oil), the only other operating unit at the facility because it was uneconomic to
run the unit. We have substantially completed the demolition of the Lovett facility.

California

We own three generating facilities in California with total net generating capacity of 2,347 MW. Our
California facilities had a combined 2008 Net Capacity Factor of 4%. The following table presents the details of
our California facilities:

Total Net
Generating
Capacity NERC
Facility (MW) Primary Fuel Type Dispatch Type Location Region
ContraCosta ................cccoun... 674 Natural Gas Intermediate California WECC
Pittsburg .............. ... ... ....... 1,311 Natural Gas Intermediate  California WECC
Natural Intermediate/
Potrero ........ ... ... L. 362 Gas/Diesel Peaking California WECC
Total California ..................... 2,347

The Contra Costa and Pittsburg facilities are located in Contra Costa County and the Potrero facility is
located in the City of San Francisco. The Contra Costa facility consists of two gas-fired intermediate units and
the Pittsburg facility consists of three gas-fired intermediate units. The Potrero facility consists of one gas-fired
intermediate unit and three diesel peaking units. Through the end of 2006, the majority of our California units
were subject to RMR arrangements with the CAISO. These agreements are described further under “Regulatory
Environment” below. Pittsburg unit 7 and Contra Costa unit 6 were not subject to an RMR arrangement, and thus
functioned solely as merchant facilities in the CAISO. In 2006, we either sold the output of Pittsburg unit 7 and
Contra Costa unit 6 into the market through bilateral transactions with utilities and other merchant generators, or
dispatched the units in the CAISO clearing markets.

On July 28, 2006, we signed two tolling agreements with PG&E to provide electricity from all our natural
gas-fired units in service at Contra Costa and Pittsburg, including Contra Costa unit 6 and Pittsburg unit 7. The
agreements are for 100% of the capacity from these units. The contracts have varying tenors for each unit
covering from one to five years, and include capacity of 1,985 MW for 2008 and 2009, 1,303 MW for 2010 and
674 MW for 2011. We receive monthly capacity payments with bonuses and/or penalties based on guaranteed
heat rate and availability tolerances. As a result of these contracts, the Contra Costa and Pittsburg units are no
longer subject to the RMR agreements.
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All of our Potrero units continue to be subject to RMR arrangements through 2009 and annually thereafter
based upon the CAISO’s local reliability requirements.

Our generating facilities in California depend almost entirely on payments they receive to operate in support
of system reliability. The energy, capacity and ancillary services markets, as currently constituted, will not
support the capital expenditures necessary to repower or reconstruct our facilities to make them commercially
viable in a merchant market. In order to obtain the necessary capital support for repowering or reconstructing our
facilities, we will need to obtain a contract with a creditworthy buyer. Absent that, our generating facilities in
California will be commercially viable only as long as they are necessary for reliability.

Other Operations

In addition to selling the electricity we produce and buying the fuel and emissions allowances we need to
produce electricity (“asset management”), we buy and sell some electricity, fuel and emissions allowances as part
of our proprietary trading and fuel oil management activities.

We engage in proprietary trading to gain information about the markets to support our asset management
and to take advantage of selected opportunities that we identify from time to time. We enter into fuel oil
management activities to hedge economically the fair value of our physical fuel oil inventories and to optimize
the approximately three and one half million barrels of storage capacity that we own or lease.

Proprietary trading and fuel oil management activities together typically comprise less than 10% of our
realized gross margin. All of our commercial activities are governed by a comprehensive Risk Management
Policy, which includes limits on the size of positions and VaR for our proprietary trading and fuel oil
management activities. For 2008, our average daily VaR for these activities was approximately $2 million.

Competitive Environment

The power generating industry is capital intensive and highly competitive. Our competitors include
regulated utilities, merchant energy companies, financial institutions and other companies, including companies
owned by hedge funds and private equity funds. For a discussion of competitive factors and the effects of
seasonality on our business see Item 1A. “Risk Factors™. Coal-fired generation, natural gas-fired generation and
nuclear generation currently account for approximately 48%, 22% and 19%, respectively, of the electricity
produced in the United States. Hydroelectric and other energy sources account for the remaining 11% of
electricity produced.

The recent economic downturn and programs to reduce the demand for electricity have resulted in a
decrease in the rate at which the long-term demand for electricity is forecasted to grow. Given the substantial
time necessary to permit and construct new power plants, the process to add generating capacity must begin years
in advance of anticipated growth in demand. A number of ISOs and RTOs, including those in markets in which
we operate, have implemented capacity markets as a way to encourage construction of additional generation, but
it is not clear whether and when independent power producers will be sufficiently incented to build this required
new generation. The costs to construct new generation facilities have been rising and there is substantial
environmental opposition to building either coal-fired or nuclear plants.

There are several proposed upgrades to the transmission systems in the markets in which we operate that
could mitigate the need for additional generating capacity. To the extent that these upgrades are completed,
prices for electricity and capacity could be lower than they might otherwise be.

The average market price for the types of coal that we use was approximately 107% higher in the year ended
December 31, 2008, than in 2007. Global demand for coal to generate electricity has been a significant factor

influencing domestic prices for the types of coal that we use. At the same time, the prices for power and natural
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gas were extremely volatile, increasing during the first half of 2008 and decreasing during the second half of
2008. Fluctuations in natural gas prices have a significant effect on the price of power, especially in the PJM
market where the marginal price for power is often set by gas-fired units. In 2008 as compared to 2007, the
energy gross margin earned from our baseload coal units was negatively affected by contracting “dark spreads,”
the difference between the price received for electricity generated compared to the market price of the coal
required to produce the electricity. In the fourth quarter of 2008 and in early 2009, the average market price for
the types of coal that we use declined from the highs observed earlier in 2008. However, the average market price
for power also declined during the same period.

Climate change concerns have led to significant legislative and regulatory efforts at the state and federal
level to limit greenhouse gas emissions, including CO2. The costs of compliance with such efforts could affect
our ability to compete in the markets in which we operate, especially with our coal-fired generating facilities.

Regulatory Environment

The electricity industry is subject to extensive regulation at the federal, state and local levels. At the federal
level, the FERC has exclusive jurisdiction under the Federal Power Act over sales of electricity at wholesale and
the transmission of electricity in interstate commerce. Each of our subsidiaries that owns a generating facility
selling at wholesale or that markets electricity at wholesale is a “public utility” subject to the FERC’s jurisdiction
under the Federal Power Act. These subsidiaries must comply with certain FERC reporting requirements and
FERC-approved market rules and they are subject to FERC oversight of mergers and acquisitions, the disposition
of facilities under the FERC’s jurisdiction and the issuance of securities.

The FERC has authorized our subsidiaries that constitute public utilities under the Federal Power Act to sell
wholesale energy, capacity and certain ancillary services at market-based rates. The majority of the output of the
generating facilities owned by our subsidiaries is sold pursuant to this market-based rate authorization, although
certain of our facilities sell their output under cost-based RMR agreements for which separate rate authorization
was granted by the FERC, as explained below. The FERC could revoke or limit our market-based rate authority
if it determined that we possess insufficiently mitigated market power in a regional electricity market. Under the
Natural Gas Act, our subsidiary that sells natural gas for resale is deemed by the FERC to have blanket certificate
authority to undertake these sales at market-based rates.

The FERC requires that our public utility subsidiaries with market-based rate authority and our subsidiary
with blanket certificate authority adhere to general rules against market manipulation as well as certain market
behavior rules and codes of conduct. If any of our subsidiaries were found to have engaged in market
manipulation, the FERC has the authority to impose a civil penalty of up to $1 million per day per violation. In
addition to the civil penalties, if any of our subsidiaries were to engage in market manipulation or violate the
market behavior rules or codes of conduct, the FERC could require a disgorgement of profits or revoke the
subsidiary’s market-based rate authority or blanket certificate authority. If the FERC were to revoke market-
based rate authority, our affected public utility subsidiary would have to file a cost-based rate schedule for all or
some of its sales of electricity at wholesale.

Our facilities operate in markets administered by ISOs and RTOs. In areas where ISOs or RTOs control the
regional transmission systems, market participants have access to broader geographic markets than in regions
without ISOs and RTOs. ISOs and RTOs operate day-ahead and real-time energy and ancillary services markets,
typically governed by FERC-approved tariffs and market rules. Some ISOs and RTOs also operate capacity
markets. Changes to the applicable tariffs and market rules may be requested by the ISO or RTO, or by other
interested persons, including market participants and state regulatory agencies, and such proposed changes, if
approved by the FERC, could have a significant effect on our operations and financial results. Although
participation in ISOs and RTOs by public utilities that own transmission has been, and is expected to continue to
be, voluntary, the majority of such public utilities in Massachusetts, New York, the Mid-Atlantic and California
have joined the applicable ISO and RTO.
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Our subsidiaries owning generating facilities have made such filings, and received such orders, as are
necessary to obtain exempt wholesale generator status under the PUHCA and the FERC’s regulations thereunder.
Provided all of our subsidiaries owning generating facilities continue to be exempt wholesale generators, or are
qualifying facilities under the Public Utility Regulatory Policies Act of 1978, we and our intermediate holding
companies owning direct or indirect interests in those subsidiaries will remain exempt from the accounting,
record retention or reporting requirements that PUHCA imposes on “holding companies.”

State and local regulatory authorities historically have overseen the distribution and sale of electricity at
retail to the ultimate end user, as well as the siting, permitting and construction of generating and transmission
facilities. Our existing generating facilities are subject to a variety of state and local regulations, including
regulations regarding the environment, health and safety and maintenance and expansion of the facilities.

Mid-Atlantic Region. Our Mid-Atlantic facilities sell electricity into the markets operated by PJM. We
have access to the PJM transmission system pursuant to PYM’s Open Access Transmission Tariff. PJM operates
the PJM Interchange Energy Market, which is the region’s spot market for wholesale electricity, provides
ancillary services for its transmission customers, performs transmission planning for the region and economically
dispatches generating facilities. PJM administers day-ahead and real-time single clearing price markets and
calculates electricity prices based on a locational marginal pricing model. A locational marginal pricing model
determines a price for energy at each node in a particular zone taking into account the limitations on transmission
of electricity and losses involved in transmitting energy into the zone, resulting in a higher zonal price when less
expensive energy cannot be imported from another zone. Generation owners in PJM are subject to mitigation,
which limits the prices that they may receive under certain specified conditions.

Load-serving entities within PJM are required to have adequate sources of generating capacity. Our
facilities located in the Mid-Atlantic region that sell electricity into the PJM market participate in the reliability
pricing model (the “RPM”) forward capacity market. The PJM RPM capacity auctions are designed to provide
forward prices for capacity that are intended to ensure that adequate resources are in place to meet the region’s
demand requirements. PJM has conducted five PJM RPM capacity auctions and we began receiving payments in
June 2007 as a result of the first auction. The FERC’s orders approving and implementing the PIM RPM capacity
auctions have been appealed to the United States Court of Appeals for the District of Columbia Circuit (the “DC
Circuit”). We cannot predict what, if any, effect the appeal process will have on the RPM forward capacity
market and the capacity payments that we have received or expect to receive from that market.

The results of the PJM RPM capacity auctions for the delivery area where our facilities are located were as
follows:

Resource Clearing Price

Auction Date Capacity Period per MW-day
April 2007 June 1, 2007 to May 31, 2008 $188.54
July 2007 June 1, 2008 to May 31, 2009 $210.11
QOctober 2007 June 1, 2009 to May 31, 2010 $237.33
January 2008 June 1, 2010 to May 31, 2011 $174.29
May 2008 June 1, 2011 to May 31, 2012 $110.00

Since 2008, annual auctions have been conducted to procure capacity three years prior to each delivery
period. The first annual auction took place in May 2008, for the provision of capacity from June 1, 2011 to
May 31, 2012.

On December 12, 2008, PIM filed with the FERC to revise elements of the RPM forward capacity market.
PJM intends to implement these changes in time for the May 2009 annual auction for the provision of capacity
from June 1, 2012 to May 31, 2013. We filed an opposition to the proposed changes with the FERC. On
February 9, 2009, PJM and a coalition of PIM customers (the “PJM Load Group”) as well as several state
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commissions filed a settlement agreement with the FERC that would materially modify several provisions of the
December 12, 2008, filing to the detriment of suppliers in the RPM capacity auction. Under the FERC’s rules and
regulations, any party to a contested proceeding may unilaterally file a settlement in that proceeding with the
FERC. We filed comments opposing the settlement. At this time, we do not know if the FERC will accept, reject
or modify PJM’s proposed changes to the RPM forward capacity market submitted in both the December 12,
2008, filing and February 9, 2009, settlement filing. Therefore, we cannot predict what effect, if any, these
changes will have on the May 2009 PIM RPM auction.

Northeast Region. Our Bowline facility participates in a market controlled by the NYISO. The NYISO
provides statewide transmission service under a single tariff and interfaces with neighboring market control
areas. To account for transmission congestion and losses, the NYISO calculates energy prices using a locational
marginal pricing model. The NYISO also administers a spot market for energy, as well as markets for installed
capacity and services that are ancillary to transmission service, such as operating reserves and regulation service
(Which balances resources with load). The NYISO’s locational capacity market rules use a demand curve
mechanism to determine for every month the required amount of installed capacity as well as installed capacity
prices to be paid for three locational zones: New York City, Long Island and Rest of State. Our facility operates
in the Rest of State locational zone.

Our Canal, Kendall and Martha’s Vineyard facilities participate in a market administered by ISO-NE.
Mirant Energy Trading is a member of NEPOOL, which is a voluntary association of electric utilities and other
market participants in Connecticut, Maine, Massachusetts, New Hampshire, Rhode Island and Vermont, and
which functions as an advisory organization to ISO-NE. The FERC approved ISO-NE as the RTO for the New
England region making ISO-NE responsible for market rule filings at the FERC, in addition to its responsibilities
for the operation of transmission systems and for the administration and settlement of the wholesale electric
energy, capacity and ancillary services markets. ISO-NE utilizes a locational marginal pricing model similar to
the model used in PJM and NYISO.

On March 6, 2006, a settlement proposal was filed with the FERC among ISO-NE and multiple market
participants for a forward capacity market (the “FCM’") under which annual capacity auctions would be
conducted for supply three years in advance of provision. The settlement provided for a four-year transition
period during which capacity suppliers receive a set price for their capacity commencing on December 1, 2006,
with price escalators through May 31, 2010. Beginning December 1, 2006, our generating facilities began
receiving capacity revenues under the FCM transition period. During the FCM transition period we received or
will receive capacity revenues between $3.05 per kW- month and $4.10 per kW-month. The first auction took
place in February 2008 for the period June 1, 2010 to May 31, 2011. The clearing price was $4.50 per
kW-month, which was the price floor established as part of the FCM settlement. Qur generating facilities will
receive $4.25 per kW-month based on our pro-rata amount of the generating capacity that was sold in the
auction. The next auction was held in December 2008 for the period June 1, 2011 to May 31, 2012, and the
clearing price was $3.60 per kW-month. Our generating facilities will receive $3.12 per kW-month based on our
pro-rata amount of the generating capacity that was sold in the auction. In March 2008, the FERC’s orders
approving and implementing the FCM were affirmed by the DC Circuit; however, the DC Circuit reversed a
portion of the FERC’s orders regarding the rights of a non-settling party to challenge the FCM charges through
future proceedings initiated at the FERC. On January 15, 2009, the FERC issued an order on remand, directing
the settling parties to revise the applicable standard of review to be consistent with the DC Circuit’s decision. We
do not expect that the DC Circuit’s reversal of this element of the FCM or the FERC’s actions on remand will
have an effect on the FCM and the capacity payments we receive under the FCM.

California.  Our California facilities are located inside the CAISO’s control area. The CAISO schedules
transmission transactions, arranges for necessary ancillary services and administers a real-time balancing energy
market. Most sales in California are pursuant to bilateral contracts, but a significant percentage of electrical
energy is sold in the real-time market. The CAISO does not operate a forward market like those described for
PJM and other eastern markets, nor does it currently operate a capacity market.
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The CAISO has proposed changes to its market design to mirror more closely the eastern markets, but not
including a capacity market. Although the CAISO has delayed the market redesign several times, it now expects
to fully implement it in 2009. The CPUC has begun a proceeding to develop, together with the CAISO, a
wholesale capacity market. FERC approval would be required for any such capacity market to become effective.
We cannot at this time predict the outcome of the CPUC proceeding or the timing or structure of a wholesale
capacity market in California.

Mirant Potrero is party to a PPA with PG&E that from 2006 through 2012 allows PG&E to dispatch and
purchase the output of our Potrero units that have been designated RMR units which for 2009 includes all of the
Potrero units. Under the PPA, through 2008, PG&E paid us charges equivalent to the rates we charged during 2004
when the units were designated as RMR units reduced by $1.4 million for each year since 2004. For 2009 through
2012, the charges for the units that are then subject to the PPA will be determined annually by the FERC pursuant to
the cost-based formula rates set forth in the RMR agreement. On December 4, 2008, the FERC issued an order
approving the charges for the Potrero units for 2009 and 2010. The approved PPA charges for 2009 and 2010 are
expected to result in approximately the same level of gross margin for Mirant Potrero as it recognized for 2008.

Environmental Regulation

Our business is subject to extensive environmental regulation by federal, state and local authorities. We
must comply with applicable laws and regulations, and obtain and comply with the terms of government issued
permits. Our costs of complying with environmental laws, regulations and permits are substantial, including
significant environmental capital expenditures. See Item 7. “Management’s Discussion and Analysis of Results
of Operations and Financial Condition—Capital Expenditures and Capital Resources” for additional information.

We expect that available cash and future cash flows from operations will be sufficient to fund these capital
expenditures.

Air Emissions Regulations

Our most significant environmental requirements generally fall under the Clean Air Act, regional initiatives
and similar state laws. Under the Clean Air Act, we are required to comply with a broad range of mandates
concerning air emissions, operating practices and pollution control equipment. Most of our facilities are located
in or near metropolitan areas, including New York City, Boston, San Francisco and Washington D.C., which are
classified by the EPA as not achieving certain NAAQS (“non-attainment areas”). As a result of the classification
of each of these areas as a non-attainment area, our operations are subject to more stringent air pollution
requirements than those applicable to plants located elsewhere. Various states where we have facilities also have
other air quality laws and regulations with increasingly stringent limitations and requirements that will affect us
in future years. In the future, we expect increased regulation of our air emissions. Significant air regulatory
programs to which we are subject are described below.

Clean Air Interstate Rule (CAIR). In 2005, the EPA promulgated the CAIR, which established in the
eastern United States SO2 and NOx cap-and-allowance trading programs applicable directly to states and
indirectly to generating facilities. These cap-and-trade programs were to be implemented in two phases, with the
first phase going into effect in 2009 for NOx and 2010 for SO2 and more stringent caps going into effect in 2015.
Various parties appealed the EPA’s adoption of the CAIR, and on July 11, 2008, the DC Circuit in State of North
Carolina v. Environmental Protection Agency issued an opinion that would have vacated the CAIR. Various
parties filed requests for rehearing with the DC Circuit and on December 23, 2008, the DC Circuit issued a
second opinion in which it granted rehearing only to the extent that it remanded the case to the EPA without
vacating the CAIR. Accordingly, the CAIR will remain effective until it is replaced by a rule consistent with the
DC Circuit’s opinions.

Maryland Healthy Air Act. The Maryland Healthy Air Act was enacted in April 2006 and requires
reductions in SO2, NOx and mercury emissions from large coal-fired power facilities. The state law also requires
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Maryland to join the RGGI, which is discussed below. The Maryland Healthy Air Act prohibits power facilities
from purchasing emissions allowances instead of installing emissions control equipment. We are installing FGD
emissions controls at our Chalk Point, Dickerson and Morgantown coal-fired units. In addition, we have installed
selective catalytic reduction systems at the Morgantown coal-fired units and one of the Chalk Point coal-fired
units and a selective auto catalytic reduction system at the other Chalk Point coal-fired unit. We are installing
selective non-catalytic reduction systems at the three Dickerson coal-fired units. These controls will be capable
of reducing emissions of SO2, NOx and mercury by approximately 98%, 90% and 80%, respectively, for three of
our largest coal-fired units.

The Maryland Healthy Air Act imposes mass limits for (i) emissions of NOx in 2009 with further reductions
in 2012 (including sublimits during the Ozone Season) and (ii) emissions of SO2 in 2010 with further reductions
in 2013. The Maryland Healthy Air Act also imposes restrictions on emissions of mercury beginning in 2010
with further reductions in 2013. The control equipment we have installed or are installing to meet Maryland state
standards will allow our Maryland facilities to comply with (a) all of the requirements of the Maryland Healthy
Air Act and (b) the first phase of the CAIR without having to purchase emissions allowances.

Including amounts already spent to date, we expect to incur total capital expenditures of $1.674 billion to
comply with the requirements for SO2, NOx and mercury emissions under the Maryland Healthy Air Act. On
July 30, 2007, our subsidiaries Mirant Mid-Atlantic and Mirant Chalk Point entered into an agreement with
Stone & Webster, Inc. for engineering, procurement and construction services relating to the installation of the
FGD systems described above. The expected cost under the agreement is approximately $1.13 billion and is a
part of the $1.674 billion of capital expenditures that we expect to incur to comply with the Maryland Healthy
Air Act. We will have planned outages in 2009 to complete the installation of the FGD control systems. During
those outages, we also will perform routine maintenance activities. As of December 31, 2008, we have paid
approximately $997 million of the $1.674 billion for capital expenditures related to the Maryland Healthy Air
Act. For the year ended December 31, 2008, we paid $683 million for capital expenditures, excluding capitalized
interest, of which $497 million related to the Maryland Healthy Air Act. We expect that available cash and future
cash flows from operations will be sufficient to fund the remaining capital expenditures.

Clean Air Mercury Rule (CAMR). In 2005, the EPA issued the CAMR, which would have limited total
annual mercury emissions from coal-fired power plants across the United States through a two-phased cap-and-
trade program. In February 2008, the DC Circuit vacated the CAMR and the EPA’s decision to “delist” coal- and
oil-fired electric utility steam generating units from sources regulated under section 112 of the Clean Air Act.
The EPA and the Utility Air Regulatory Group sought review of the DC Circuit’s decision by the United States
Supreme Court. In February 2009, the EPA filed to withdraw its petition for review, stating that it intends to
promulgate alternative regulations to address mercury emissions, and the United States Supreme Court
subsequently denied the petition for review. As a result of the DC Circuit decision, mercury emissions from coal-
and oil-fired generating facilities are now subject to Section 112 of the Clean Air Act, which authorizes the EPA
to develop standards for the installation of maximum achievable control technology (“MACT”) to reduce
emissions of Hazardous Air Pollutants, including mercury. While the EPA has the authority to develop MACT
standards for mercury, it has not yet promulgated such standards. We expect many of our coal-fired facilities to
emit less mercury as a result of the SO2 and NOx controls that have been, or soon will be, installed.

NSR Enforcement Initiative. In 2001, the EPA requested information concerning some of our facilities in
Maryland and Virginia covering a time period that pre-dates our acquisition or lease of those facilities in
December 2000. We responded fully to this request. Under the APSA, Pepco is responsible for fines and
penalties arising from any violation associated with operations prior to our subsidiaries’ acquisition or lease of
the facilities. If a violation is determined to have occurred at any of the facilities, our subsidiary owning or
leasing the facilities may be responsible for the cost of purchasing and installing emissions control equipment,
the cost of which may be material. Our subsidiaries owning or leasing the Chalk Point, Dickerson and
Morgantown facilities in Maryland are installing a variety of emissions control equipment at those facilities to
comply with the Maryland Healthy Air Act, but that equipment may not include all of the pollution control
equipment that could be required if a violation of the EPA’s NSR regulations is determined to have occurred at
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one or more of those facilities. If such a violation is determined to have occurred after our subsidiaries acquired
or leased the facilities or, if occurring prior to the acquisition or lease, is determined to constitute a continuing
violation, our subsidiary owning or leasing the facility at issue could also be subject to fines and penalties by the
state or federal government for the period after its acquisition or lease of the facility, the cost of which may be
material, although applicable bankruptcy law may bar such liability for periods prior to January 3, 2006, when
the Plan became effective for us and our subsidiaries that own or lease these facilities.

Massachusetts CAIR Implementation. 'The Commonwealth of Massachusetts Department of Environmental
Protection (“MADEP”) promulgated regulations to take effect in 2009 to reduce NOx emissions from certain
generating facilities. The Massachusetts regulations will require our Canal and Kendall generating facilities during
the Ozone Season to reduce their emissions of NOx or utilize emissions allowances in amounts greater than they
utilized prior to 2009.

New York CAIR Implementation. The NYSDEC promulgated regulations implementing the SO2 and NOx
emissions reductions required by the federal CAIR beginning in 2009. Those regulations will limit NOx emissions
through both an annual cap-and-trade program and through a seasonal cap-and-trade program during the Ozone
Season, which will require our Bowline generating facility to reduce its emissions of NOx by running less or
increasing its utilization of emissions allowances. The regulations also provide for an SO2 emissions program
beginning in 2010 that will mandate increased utilization of federal SO2 allowances for every ton of SO2 emitted.

Virginia CAIR Implementation. In April 2006, Virginia enacted legislation that, among other things, granted
the Virginia State Air Pollution Control Board the discretion to prohibit electric generating facilities located in a
non-attainment area from purchasing SO2 and NOx allowances to achieve compliance under the CAIR. In the
fourth quarter of 2007, the Virginia State Air Pollution Control Board approved regulations that it interprets as
prohibiting the trading of SO2 and NOx allowances by facilities in non-attainment areas to satisfy the requirements
of the CAIR as implemented by Virginia. Our Potomac River facility is located in a non-attainment area for ozone.
Thus, this Virginia regulation effectively caps our SO2 and NOx emissions at amounts equal to the allowances
allocated to the facility. Mirant Potomac River has appealed these regulations in Virginia state court. In July 2008,
the Virginia state court issued a ruling dismissing our appeal, which ruling we have appealed. We have also
petitioned (a) the EPA to reconsider and (b) the United States Court of Appeals for the Fourth Circuit (the “Fourth
Circuit”) to review the EPA’s final rule approving Virginia’s CAIR program.

New York Consent Decree. In 2000, the State of New York issued an NOV to the previous owner of our
Lovett facility alleging NSR violations associated with the operation of that facility prior to its acquisition by us. To
resolve the issues raised by the State of New York, on June 11, 2003, Mirant New York, Mirant Lovett and the State
of New York entered into the 2003 Consent Decree. Under the 2003 Consent Decree, Mirant Lovett had three
options: (1) install emissions controls on Lovett’s two coal-fired units (units 4 and 5); (2) shut down unit 4 and
convert unit 5 to natural gas; or (3) shut down unit 4 in 2008 and unit 5 in 2007. We concluded that the installation
of the required emissions controls was uneconomic. We also concluded that operating unit 5 on natural gas was
uneconormic.

On May 10, 2007, Mirant Lovett entered into an amendment to the 2003 Consent Decree with the State of New
York that switched the deadlines for shutting down units 4 and 5 so that the deadline for compliance by unit 5 was
extended until April 30, 2008, and the deadline for unit 4 was shortened. We discontinued operation of unit 4 as of
May 7, 2007. In addition, we discontinued operation of unit 3 because it was uneconomic to run the unit. We shut
down unit 5 on April 19, 2008, and have substantially completed the demolition of the Lovett facility.

State Regulation of Greenhouse Gases, including the RGGI. Concern over climate change has led to
significant legislative and regulatory efforts at the state and federal level to limit greenhouse gas emissions. One
such effort is the RGGI, a multi-state initiative in the Northeast outlining a cap-and-trade program to reduce CO2
emissions from units of 25 MW or greater. The RGGI program calls for signatory states to stabilize CO2 emissions
to current levels from 2009 to 2015, followed by a 2.5% reduction each year from 2015 to 2018. Regulations to
implement the RGGI have now been approved in each of Maryland, Massachusetts and New York.
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In 2009, we expect to produce approximately 16.6 million tons of CO2 at our Maryland, Massachusetts and
New York generating facilities. The RGGI regulations require those facilities to obtain allowances to emit CO2
beginning in 2009. No allowances were granted to existing sources of such emissions. Instead, allowances have
been made available for such facilities only by purchase through periodic auctions conducted quarterly or
through subsequent purchase from a party that holds allowances sold through a quarterly auction process. The
Maryland regulations implementing the RGGI also provide that if the allowance clearing price exceeds $7
(adjusted by changes in the consumer price index since 2005) per ton of CO2 in the auctions of allowances that
occur during the first three years, Maryland will withhold the remainder of that year’s allowances from sale in
any future auction during that calendar year and make those allowances available by direct sale to generators in
Maryland. In this scenario, between zero and 50% of Maryland’s allowances allocated for sale in that year may
be made available for purchase by such generators. Any such allowances made available for each generator to
purchase at $7 per ton, as adjusted, will be in proportion to each generator’s annual average heat input during the
period 2003 through 2005 as compared to the total average input for all affected Maryland generators in
existence at that time.

The first auction of allowances by the RGGI states was held on September 25, 2008. The clearing price for
the approximately 12.5 million allowances sold in the auction was $3.07 per ton. The second auction took place
in December 2008, and the clearing price for the approximately 31.5 million allowances sold was $3.38 per ton.
The allowances sold in these auctions can be used for compliance in any of the RGGI states. Further auctions
will occur on a quarterly basis through 2011.

We are continuing to evaluate our options to comply with the RGGI, but its implementation in Maryland,
Massachusetts and New York could have a material adverse effect upon our operations and our operating costs,
depending upon the availability and cost of emissions allowances and the extent to which such costs may be
offset by higher market prices to recover increases in operating costs caused by the RGGL

In California, emissions of greenhouse gases are governed by the Global Warming Solutions Act (“AB 32”),
which requires that greenhouse gas emissions be reduced to 1990 levels by 2020. AB 32 also requires the
California Air Resources Board to develop by January 2009 a greenhouse gas reduction plan for all industrial
sectors. In December 2008, the California Air Resource Board approved a plan for implementing AB 32. The
plan contemplates a cap-and-trade program, beginning in 2012. AB32, and any plans, rules and programs
approved to implement AB 32, could have a material adverse effect on how we operate our California facilities
and the costs of operating the facilities.

In August 2008, Massachusetts also adopted the Global Warming Solutions Act (the “Climate Protection
Act”), which establishes a program to reduce greenhouse gas emissions significantly over the next 40 years.
Under the Climate Protection Act, the MADERP is to establish a reporting and verification system for statewide
greenhouse gas emissions, including emissions from generating facilities producing all electricity consumed in
Massachusetts, and to determine what the state’s greenhouse gas emissions level was in 1990. The Massachusetts
Executive Office of Energy and Environmental Affairs (‘MAEEA”) is then to establish statewide greenhouse gas
emissions limits effective beginning in 2020 that will reduce such emissions from the 1990 levels by a range of
10% to 25% beginning in 2020, with the reduction increasing to 80% below 1990 levels by 2050. In setting these
limits, the MAEEA is to consider the potential costs and benefits of various reduction measures, including
emissions limits for electric generating facilities, and may consider the use of market-based compliance
mechanisms. A violation of the emissions limits established under the Climate Protection Act may result in a
civil penalty of up to $25,000 per day. Implementation of the Climate Protection Act could have a material
adverse effect on how we operate our Massachusetts facilities and the costs of operating those facilities.

Federal Regulation of Greenhouse Gases. Various bills have been proposed in Congress to govern CO2
emissions from generating facilities. Also, in light of the United States Supreme Court ruling in Massachusetts v.
EPA that greenhouse gases fit within the Clean Air Act’s definition of “air pollutant,” the EPA may also
promulgate regulations regarding the emission of greenhouse gases. Congress or the EPA will likely take action
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to regulate CO2 within the next several years. The final form of such regulation will be influenced by political
and economic factors and is uncertain at this time. Current proposals include a cap-and-trade system that would
require us to purchase allowances for the CO2 emitted by our generating facilities. While we expect that market
prices for electricity would increase following such regulation and would allow us to recover most of the cost of
these allowances, we cannot predict with any certainty the actual increases in costs such regulation could impose
upon us or our ability to recover such cost increases through higher market rates for electricity, and these
regulations could have a material adverse effect on our consolidated statements of operations, financial position
or cash flows. We expect to produce approximately 18.3 million tons of CO2 at all of our generating facilities in
2009.

Water Regulations

We are required under the Clean Water Act to comply with intake and discharge requirements, requirements
for technological controls and operating practices. To discharge water, we generally need permits required by the
Clean Water Act. Such permits typically are subject to review every five years. As with air quality regulations,
federal and state water regulations are expected to impose additional and more stringent requirements or
limitations in the future. This is particularly the case for regulatory requirements governing cooling water intake
structures, which are subject to regulation under section 3 16(b) of the Clean Water Act (the “316
(b) regulations”). A 2007 decision by the United States Court of Appeals for the Second Circuit (the “Second
Circuit”) in Riverkeeper Inc. et al v. EPA, in which the court remanded to the EPA for reconsideration numerous
provisions of the EPA’s section 316(b) regulations for existing power plants, has created substantial uncertainty
about exactly what technologies or other measures will be needed to satisfy section 316(b) requirements in the
future and when any new requirements will be imposed. That decision by the Second Circuit is under review by
the United States Supreme Court.

Endangered Species Acts. Mirant Delta’s use of water from the Sacramento-San Joaquin Delta at its
Contra Costa and Pittsburg generating facilities potentially affects certain fish species protected under the Federal
Endangered Species Act and the California Endangered Species Act. Mirant Delta therefore must maintain
authorization under both statutes to engage in operations that could result in a take of (i.e., cause harm to) fish of
the protected species. In January and February 2006, Mirant Delta received correspondence from the United
States Fish and Wildlife Service and the Army Corps of Engineers expressing the view that the Federal
Endangered Species Act take authorization for the Contra Costa and Pittsburg facilities was no longer in effect as
a result of changed circumstances. Mirant Delta disagreed with the agencies’ characterization of its take
authorization as no longer being in effect. In late October 2007, Mirant Delta received correspondence from the
United States Fish and Wildlife Service, the National Marine Fisheries Service and the Army Corps of Engineers
clarifying that Mirant Delta continued to be authorized to take four species of fish protected under the Federal
Endangered Species Act. The agencies have initiated a process that will review the environmental effects of
Mirant Delta’s water usage, including effects on the protected species of fish. That process could lead to changes
in the manner in which Mirant Delta can use river water for the operation of the Contra Costa and Pittsburg
generating facilities.

Mirant and Mirant Delta received two letters, one dated September 27, 2007, sent on behalf of the Coalition
for a Sustainable Delta, four water districts, and an individual and the second dated October 16, 2007, sent on
behalf of San Francisco Baykeeper (collectively with the parties sending the September 27, 2007, letter, the
“Noticing Parties”), providing notice that the Noticing Parties intend to file suit alleging that Mirant Delta has
violated, and continues to violate, the Federal Endangered Species Act through the operation of its Contra Costa
and Pittsburg generating facilities. The Noticing Parties contend that the facilities use of water drawn from the
Sacramento-San Joaquin Delta for cooling purposes results in harm to four species of fish listed as endangered
species. The Noticing Parties assert that Mirant Delta’s authorizations to take (i.e., cause harm to) those species,
biological opinions and incidental take statements issued by the National Marine Fisheries Service on
October 17, 2002, for three of the fish species and the United States Fish and Wildlife Service on November 4,
2002, for the fourth fish species, have been violated by Mirant Delta. Therefore, the notifying parties assert that
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the authorizations for the effects on the four fish species caused by the operation of the Contra Costa and
Pittsburg generating facilities are no longer applicable. Following receipt of these letters, in late October 2007,
Mirant Delta received correspondence from the United States Fish and Wildlife Service, the National Marine
Fisheries Service and the Army Corps of Engineers clarifying that Mirant Delta continued to be authorized to
take the four species of fish protected under the Federal Endangered Species Act. The agencies have initiated a
process that will review the environmental effects of Mirant Delta’s water usage, including effects on the
protected species of fish. That process could lead to changes in the manner in which Mirant Delta can use river
water for the operation of the Contra Costa and Pittsburg generating facilities. In a subsequent letter, the
Coalition for a Sustainable Delta also alleged violations of the National Environmental Policy Act and the
California Endangered Species Act associated with the operation of Mirant Delta’s facilities. Mirant Delta
disputes the allegations made by the Noticing Parties. No lawsuits have been filed to date, and San Francisco
Baykeeper on February 1, 2008, withdrew its notice of intent to sue.

Additionally, in September 2007, Mirant Delta signed an amendment to a Memorandum of Agreement with
the California Department of Fish and Game. The amendment requires Mirant Delta to initiate monitoring of the
effects on fish of the operations of the Contra Costa and Pittsburg generating facilities, to prepare an
environmental impact report, and to submit within 24 months an application for a new permit authorizing Mirant
Delta to take the protected fish species affected by the operation of its facilities. The amendment extends Mirant
Delta’s authorization for take of fish species protected under the California Endangered Species Act until the
California Department of Fish and Game completes its consideration of the application for the new permit.

Potrero National Pollution Discharge Elimination System Permit. On June 8, 2006, Bayview-Hunters
Point Community Advocates and Communities for a Better Environment filed a petition challenging the issuance
of the National Pollution Discharge Elimination System (“NPDES™) permit for our Potrero facility. On
February 8, 2007, Bayview-Hunters Point Community Advocates and Communities for a Better Environment
filed another petition with a request to amend their initial petition. On March 21, 2007, the California State Water
Resources Control Board notified the parties that petitioners requested that as of March 19, 2007, the two
petitions be moved from active status to abeyance. Those petitions currently remain in abeyance. Additionally,
on June 15, 2007, Bayview-Hunters Point Community Advocates and Communities for a Better Environment
and San Francisco Baykeeper filed a third petition requesting that the NPDES permits for Potrero and Mirant
Delta’s Pittsburg facility be reopened. The State Water Resources Control Board denied that petition on
November 27, 2007.

Kendall NPDES and Surface Water Discharge Permit. On September 26, 2006, the EPA issued to Mirant
Kendall an NPDES renewal permit for the Kendall generating facility. The same permit was concurrently issued
by the MADERP as a state Surface Water Discharge Permit (“SWD Permit”), and was accompanied by MADEP’s
earlier issued water quality certificate under section 401 of the Clean Water Act. The new permits impose new
temperature limits at various points in the Charles River, an extensive temperature, water quality and biological
monitoring program and a requirement to develop and install a barrier net system to reduce fish impingement and
entrainment. The provisions regulating the thermal discharge could cause substantial curtailments of the
operations of the Kendall facility. Mirant Kendall has appealed the permits in three proceedings: (1) appeal of the
NPDES permit to the EPA’s Environmental Appeals Board; (2) appeal of the SWD Permit to the MADEP; and
(3) appeal of the water quality certification to the MADEP. The effect of the permits has been stayed pending the
outcome of these appeals. The two appeals to the MADEP have been stayed pending the outcome of the appeal
to the Environmental Appeals Board. On September 28, 2007, the Environmental Appeals Board stayed the
appeal proceedings until April 18, 2008, in order for the EPA to address the sections of the permit that are
affected by the EPA’s suspension of the 316(b) regulations as a result of the 2007 decision by the Second Circuit
in Riverkeeper, Inc. et al. v. EPA. Subsequent orders by the Environmental Appeals Board have extended that
stay to March 6, 2009. On March 6, 2008, the EPA and the MADEP issued a draft permit modification to address
the 316(b) provisions of the permit that would require modifications to the intake structure for the Kendall
generating facility to add fine and coarse mesh barrier exclusion technologies and to install a mechanism to
sweep organisms away from the intake structure through an induced water flow. On May 1, 2008, Mirant
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Kendall submitted comments on the draft permit modification objecting to the new requirements. On

December 19, 2008, the EPA and the MADEP issued final permit modifications to address the 316(b)
regulations. Those final permit modifications did not substantially modify the requirements proposed in the draft
modifications, and on February 2, 2009 Mirant Kendall filed an appeal of those modifications. While the appeals
are pending, the effect of any contested permit provisions will be stayed and the Kendall generating facility will
continue to operate under its current NPDES permit. We are unable to predict the outcome of these proceedings.

Canal NPDES and SWD Permit. On August 1, 2008, the EPA issued to Mirant Canal an NPDES renewal
permit for the Canal generating facility. The same permit was concurrently issued by MADEDP as a state SWD
Permit, and was accompanied by MADEP’s earlier water quality certificate under section 401 of the Clean Water
Act. The new permit imposes a requirement on Mirant Canal to install closed cycle cooling or an alternative
technology that will reduce the entrainment of marine organisms by the Canal generating facility to levels
equivalent to what would be achieved by closed cycle cooling. Mirant Canal appealed the NPDES permit to the
EPA’s Environmental Appeals Board and appealed the surface water discharge and the water quality certificate
to the MADEP. On December 4, 2008, the EPA requested a stay to the appeal proceedings until June 1, 2009 and
withdrew provisions related to the closed cycle cooling requirements. The EPA has re-noticed these provisions as
draft conditions for additional public comment. Mirant Canal filed comments on January 29, 2009, stating that
installing closed cycle cooling at the Canal generating facility was not justified and that without some cost-
recovery mechanism the cost would make continued operation of the facility uneconomic. While the appeals of
the renewal permit are pending, the effect of any contested permit provisions is stayed and the Canal generating
facility will continue to operate under its current NPDES permit. We cannot predict the outcome of this
proceeding.

NPDES and State Pollutant Discharge Elimination System Permit Renewals. In addition to the
proceedings described above in Kendall NPDES and Surface Water Discharge Permit and Canal NPDES and
SWD Permit related to the renewal of the NPDES permit for the Kendall and Canal facilities, proceedings are
currently pending for renewal of the NPDES permits for the Dickerson and Morgantown facilities leased by
Mirant Mid-Atlantic, the Chalk Point facility owned by Mirant Chalk Point, three ash sites in Maryland owned
by Mirant MD Ash Management, the Potomac River facility owned by Mirant Potomac River, the Contra Costa
and Pittsburg facilities owned by Mirant Delta and the Potrero facility owned by Mirant Potrero. A proceeding is
also pending for renewal of the State Pollutant Discharge Elimination System (“SPDES”) permit for the Bowline
facility owned by Mirant Bowline.

In general, the EPA and the state agencies responsible for implementing the provisions of the Clean Water
Act applicable to the intake of water and discharge of effluent by electric generating facilities have been making
the requirements imposed upon such facilities more stringent over time. For example, with respect to the Potrero
facility, the California Regional Water Quality Control Board has previously stated its intent not to renew the
facility’s NPDES permit unless Mirant Potrero can demonstrate that the operation of the facility does not
adversely affect the San Francisco Bay. With respect to each of these permit renewal proceedings, the permit
renewal proceeding could take years to resolve and the agency or agencies involved could impose requirements
upon the Mirant entity owning the facility that require significant capital expenditures, limit the times at which
the facility can operate, or increase operations and maintenance costs materially.

Wastes, Hazardous Materials and Contamination

Our facilities are subject to laws and regulations governing waste management. The Federal Resource
Conservation and Recovery Act of 1976 (and many analogous state laws) contains comprehensive requirements
for the handling of solid and hazardous wastes. The generation of electricity produces non-hazardous and
hazardous materials, and we incur substantial costs to store and dispose of waste materials. The EPA and the
states in which we operate coal-fired units may develop new regulations that impose additional requirements on
facilities that store or dispose of materials remaining after the combustion of fossil fuels, including types of coal
ash. If so, we may be required to change the current waste management practices at some facilities and incur
additional costs.
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In November 2008, the MDE promulgated new regulations to govern the handling, storage, recycling and
disposal of coal combustion byproducts in Maryland. We have challenged portions of these new regulations in
state court because they do not provide adequate time for effectuating the required changes to our facilities and
they are unclear in many respects.

Additionally, CERCLA, also known as the Superfund law, establishes a federal framework for dealing with
the cleanup of contaminated sites. Many states have enacted similar state superfund statutes as well as other laws
imposing obligations to investigate and clean up contamination. Our Contra Costa, Pittsburg and Potrero
facilities have areas of soil and groundwater contamination subject to CERCLA and the California Health and
Safety Code. In 1998, prior to our acquisition of those facilities from PG&E, consultants for PG&E conducted
soil and groundwater investigations at those facilities which revealed contamination. The consultants conducting
the investigation estimated the aggregate cleanup costs at those facilities could be as much as $60 million.
Pursuant to the terms of the Purchase and Sale Agreement with PG&E, PG&E has responsibility for the
containment or capping of all soil and groundwater contamination and the disposition of up to 60,000 cubic yards
of contaminated soil from the Potrero generating facility and the remediation of any groundwater or solid
contamination identified by PG&E’s consultants in 1998 at the Contra Costa and Pittsburg generating facilities,
before those facilities were purchased in 1999 by our subsidiaries. Pursuant to our requests, PG&E has disposed
of 807 cubic yards of contaminated soil from the Potrero generating facility. We are not aware of soil or
groundwater conditions for which we expect remediation costs to be material that are not the responsibility of
other parties.
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Employees

At December 31, 2008, we employed 1,661 people, which included approximately 1,146 employees at our
generating facilities, 62 employees at our regional offices and 453 employees at our corporate headquarters in
Atlanta, Georgia. The following details the employees subject to collective bargaining agreements:

Number of Contract
Employees  Expiration

Union Location Covered Date

Mid-Atlantic Region

IBEWLocal 1900 ....... ...t Maryland and Virginia 530 6/1/2010

Northeast Region

IBEW Local 5030 . .. i e New York 49 4/30/2013

UWUA Local 369 . ... e Cambridge, ,
Massachusetts 34 2/28/2009

UWUALocal 480 ... .ot i i iiine i Sandwich, Massachusetts 46 6/1/2011

California

IBEW Local 1245 .. ... e California E 10/31/2013

TOtal ottt e m

M Qur previous contract with Local 503 expired on June 1, 2008. After reaching an impasse in negotiations with Local 503,
on January 28, 2009, we unilaterally implemented the terms of our final offer to the union. Bargaining unit employees
have continued to work under the terms imposed by us without disruption.

@  We are currently in negotiations with Local 369 on new agreements.
To mitigate and reduce the risk of disruption during labor negotiations, we engage in contingency planning

for operation of our generating facilities to the extent possible during an adverse collective action by one or more
of our unions.
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Item 1A. Risk Factors
The following are factors that could affect our future performance:

Our revenues are unpredictable because most of our facilities operate without long-term power sales
agreements, and our revenues and results of operations depend on market and competitive forces that are
beyond our control.

We sell capacity, energy and ancillary services from our generating facilities into competitive power
markets on a short-term fixed price basis or through power sales agreements. Since mid-2007, our revenues from
selling capacity have become a significant part of our overall revenues. Except for our Potrero facility, we are not
guaranteed recovery of our costs or any return on our capital investments through mandated rates. The market for
wholesale electric energy and energy services reflects various market conditions beyond our control, including
the balance of supply and demand, our competitors’ marginal and long run costs of production, and the effect of
market regulation. Being concentrated in a few geographic markets results in concentrated exposure to those
markets, especially PIM. The price for which we can sell our output may fluctuate on a day-to-day basis and our
ability to transact may be affected by the overall liquidity in the markets in which we operate. The markets in
which we compete remain subject to one or more forms of regulation that limit our ability to raise prices during
periods of shortage to the degree that would occur in a fully deregulated market and may thereby limit our ability
to recover costs and an adequate return on our investment. Our revenues and results of operations are influenced
by factors that are beyond our control, including:

* the failure of market regulators to develop and maintain efficient mechanisms to compensate merchant
generators for the value of providing capacity needed to meet demand;

* actions by regulators, ISOs, RTOs and other bodies that may prevent capacity and energy prices from
rising to the level necessary for recovery of our costs, our investment and an adequate return on our
investment;

* legal and political challenges to the rules used to calculate capacity payments in the markets in which
we operate;

* the possibility that the appellate court considering the pending appeal of the FERC’s rulings that
approved the RPM provisions of PJM’s tariff does not affirm the FERC’s approval of those provisions,
resulting in modifications to the capacity payments made under that tariff in the future and possibly
refunds for past periods;

* the ability of wholesale purchasers of power to make timely payment for energy or capacity, which
may be adversely affected by factors such as retail rate caps, refusals by regulators to allow utilities to
recover fully their wholesale power costs and investments through rates, catastrophic losses and losses
from investments by utilities in unregulated businesses;

* increases in prevailing market prices for fuel oil, coal, natural gas and emissions allowances that may
not be reflected in prices we receive for sales of energy;

* increases in supplies as a result of actions of our current competitors or new market entrants, including
the development of new generating facilities or alternative energy sources that may be able to produce
electricity less expensively than our generating facilities and improvements in transmission that allow
additional supply to reach our markets;

* decreases in energy consumption resulting from demand-side management programs such as automated
demand response, which may alter the amount and timing of consumer energy use;

* the competitive advantages of certain competitors, including continued operation of older power plants
in strategic locations after recovery of historic capital costs from ratepayers;
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« existing or future regulation of our markets by the FERC, ISOs and RTOs, including any price
limitations and other mechanisms to address some of the price volatility or illiquidity in these markets
or the physical stability of the system;

« regulatory policies of state agencies that affect the willingness of our customers to enter into long-term
contracts generally, and contracts for capacity in particular;

« changes in the rate of growth in electricity usage as a result of such factors as national and regional
economic conditions and implementation of conservation programs;

« seasonal variations in energy and gas prices and capacity payments; and

« seasonal fluctuations in weather, in particular abnormal weather conditions.

In addition, unlike most other commodities, electric energy can only be stored on a very limited basis and
generally must be produced at the time of use. As a result, the wholesale power markets are subject to substantial
price fluctuations over relatively short periods of time and can be unpredictable.

The global financial crisis may have an effect on our business and financial condition in ways that we
currently cannot predict.

The continued credit crisis and related turmoil in the global financial system has had and may continue to
have an effect on our business and our financial condition. For example, in October 2008, Lehman Commercial
Paper, Inc., a subsidiary of Lehman Brothers Holdings, Inc. and a lender under the senior secured revolving
credit facility of our subsidiary, Mirant North America, filed for bankruptcy. As aresult of the Lehman
Commercial Paper, Inc. bankruptcy, we expect that the total availability under our senior secured revolving credit
facility has decreased from $800 million to $755 million, assuming that Lehman Commiercial Paper, Inc. does
not honor its $45 million commitment. While we do not expect that the Lehman Commercial Paper, Inc.
bankruptcy will have a material adverse effect on Mirant, the credit crisis could negatively affect availability
under the Mirant North America senior secured revolving credit facility if other lenders under such facility are
forced to file for bankruptcy or are otherwise unable to perform their obligations. Absent significant
non-performance of lenders under the existing Mirant North America senior secured revolving credit facility, we
think that we have sufficient liquidity for future operations (including potential working capital requirements)
and capital expenditures as discussed in Item 7. “Management’s Discussion and Analysis of Results of
Operations and Financial Condition—Liquidity and Capital Resources.” However, in the event of significant
non-performance of lenders under the existing Mirant North America senior secured revolving credit facility, the
credit crisis could have a negative effect on our ability to obtain new lines of credit if financial institutions are
unwilling or unable to enter into new revolving credit facilities.

In addition to the potential effect on our liquidity that could arise from the global financial crisis, the crisis
could have a negative effect on the markets in which we sell power, purchase fuel and perform other trading and
marketing activities. In recent years, global financial institutions have been active participants in such markets. As
such financial institutions consolidate and operate under more restrictive capital constraints in response to the
financial crisis, there could be less liquidity in the energy and commodity markets, which could have a negative
effect on our ability to hedge and transact with creditworthy counterparties. In addition, we are exposed to credit
risk resulting from the possibility that a loss may occur from the failure of a counterparty to perform according to
the terms of a contractual arrangement with us. Deterioration in the financial condition of our counterparties as a
result of the global financial crisis and the resulting failure to pay amounts owed to us or to perform obligations or
services owed to us beyond collateral posted could have a negative effect on our business and financial condition.

Because of the current market design in California our generating facilities may have a limited life unless we
make significant capital expenditures to increase their commercial and environmental performance.

Our generating facilities in California depend almost entirely on payments in support of system reliability.
The energy market, as currently constituted, will not justify the capital expenditures necessary to repower or
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reconstruct our facilities to make them commercially viable in a merchant market. If a commercially reasonable
capacity market were to be instituted by the CAISO or we could obtain a contract with a creditworthy buyer, it is
possible that we could justify investing the necessary capital to repower or reconstruct our facilities. Absent that,
our generating facilities will be commercially viable only as long as they are necessary for reliability.

Changes in commodity prices may negatively affect our financial results by increasing the cost of producing
power or lowering the price at which we are able to sell our power.

Our generating business is subject to changes in power prices and fuel costs, and these commodity prices are
influenced by many factors outside our control, including weather, market liquidity, transmission and
transportation inefficiencies, availability of competitively priced alternative energy sources, demand for energy
commodities, production of natural gas, crude oil and coal, natural disasters, wars, embargoes and other
catastrophic events, and federal, state and environmental regulation and legislation. Significant fluctuations in
commodity prices may affect our financial results and financial position by increasing the cost of producing
power and decreasing the amounts we receive from the sale of power. Specifically, significant fluctuations in the
price of coal may affect the financial position of the coal suppliers with which we have contracted. In addition,
significant fluctuations in the price of natural gas may cause significant fluctuations in the price of electricity.

Our use of derivative financial instruments in our asset management activities will not fully protect us from
Sfluctuations in commodity prices and our risk management policy cannot eliminate the risks associated with
these activities.

We engage in asset management activities related to sales of electricity and purchases of fuel. The income
and losses from these activities are recorded as operating revenues and fuel costs. We may use forward contracts
and other derivative financial instruments to manage market risk and exposure to volatility in prices of
electricity, coal, natural gas, emissions and oil. We cannot provide assurance that these strategies will be
successful in managing our price risks, or that they will not result in net losses to us as a result of future volatility
in electricity, fuel and emissions markets. Actual power prices and fuel costs may differ from our expectations.

Our asset management activities include natural gas derivative financial instruments that we use to hedge
power prices for our baseload generation. The effectiveness of these hedges is dependent upon the correlation
between power and natural gas prices in the markets where we operate. If those prices are not sufficiently
correlated, our financial results and financial position could be adversely affected.

Additionally, we expect to have an open position in the market, within our established guidelines, resulting
from the management of our portfolio. To the extent open positions exist, fluctuating commodity prices can
affect our financial results and financial position, either favorably or unfavorably. Furthermore, the risk
management procedures we have in place may not always be followed or may not always work as planned.
Unauthorized hedging and related activities by our employees could result in significant penalties and financial
losses. As a result of these and other factors, we cannot predict the outcome that risk management decisions may
have on our business, operating results or financial position. Although management devotes considerable
attention to these issues, their outcome is uncertain.

We are exposed to the risk of fuel and fuel transportation cost increases and volatility and interruption in Juel
supply because our facilities generally do not have long-term agreements for the supply of natural gas, coal and oil.

Although we attempt to purchase fuel based on our expected fuel requirements, we still face the risks of
supply interruptions and fuel price volatility. Our cost of fuel may not reflect changes in energy and fuel prices in
part because we must pre-purchase inventories of coal and oil for reliability and dispatch requirements, and thus
the price of fuel may have been determined at an earlier date than the price of energy generated from it. The price
we can obtain from the sale of energy may not rise at the same rate, or may not rise at all, to match a rise in fuel
costs. This may have a material adverse effect on our financial performance. The volatility of fuel prices could
adversely affect our financial results and operations.
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The average market price for the types of coal that we use was approximately 107% higher in the year ended
December 31, 2008, than in 2007. Global demand for coal to generate electricity has been a significant factor
influencing domestic prices for the types of coal that we use. At the same time, the prices for power and natural
gas were extremely volatile, increasing during the first half of 2008 and decreasing during the second half of
2008. Fluctuations in natural gas prices have a significant effect on the price of power, especially in the PIM
market where the marginal price for power is often set by gas-fired units. In 2008 as compared to 2007, the
energy gross margin earned from our baseload coal units was negatively affected by contracting “dark spreads,”
the difference between the price received for electricity generated compared to the market price of the coal
required to produce the electricity. In the fourth quarter of 2008 and in early 2009, the average market price for
the types of coal that we use declined from the highs observed earlier in 2008. However, the average market price
for power also declined during the same period.

We enter into contracts of varying terms to secure appropriate quantities of fuel that meet the varying
specifications of our generating facilities. For our coal-fired generating facilities, we purchase coal from a variety
of suppliers under contracts with terms of varying lengths, some of which extend to 2013.

Our asset management, proprietary trading and fuel oil management activities may increase the volatility of
our quarterly and annual financial results.

We engage in asset management activities to hedge economically our exposure to market risk with respect
to: (1) electricity sales from our generating facilities; (2) fuel used by those facilities; and (3) emissions
allowances. We generally attempt to balance our fixed-price purchases and sales commitments in terms of
contract volumes and the timing of performance and delivery obligations through the use of financial and
physical derivative financial instruments. We also use derivative financial instruments with respect to our limited
proprietary trading and fuel oil management activities, through which we attempt to achieve incremental returns
by transacting where we have specific market expertise. Derivatives from our asset management, proprietary
trading and fuel oil management activities are recorded on our balance sheet at fair value pursuant to SFAS 133.
None of our derivatives recorded at fair value are designated as hedges under SFAS 133 and changes in their fair
values are therefore recognized currently in earnings as unrealized gains or losses. As a result, our financial
results—including gross margin, operating income and balance sheet ratios—will, at times, be volatile and
subject to fluctuations in value primarily because of changes in forward electricity and fuel prices. For a more
detailed discussion of the accounting treatment of our asset management, proprietary trading and fuel oil
management activities, see Note 4 to our consolidated financial statements contained elsewhere in this report.

Operation of our generating facilities involves risks that may have a material adverse effect on our cash flows
and results of operations.
The operation of our generating facilities involves various operating risks, including, but not limited to:
the output and efficiency levels at which those generating facilities perform;
interruptions in fuel supply and quality of available fuel;
disruptions in the delivery of electricity;
adverse zoning;
breakdowns or equipment failures (whether a result of age or otherwise);
restrictions on emissions;
violations of our permit requirements or changes in the terms of or revocation of permits;
releases of pollutants and hazardous substances to air, soil, surface water or groundwater;
ability to transport and dispose of coal ash at reasonable prices;

shortages of equipment or spare parts;

labor disputes;
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operator errors;
curtailment of operations because of transmission constraints;
failures in the electricity transmission system which may cause large energy blackouts;

implementation of unproven technologies in connection with environmental improvements; and

catastrophic events such as fires, explosions, floods, earthquakes, hurricanes or other similar
occurrences.

If our facilities experience unplanned outages, we may be required to procure replacement power in the
open market to satisfy contractual commitments. If we should lack adequate liquidity to post margin and
collateral requirements, we may be exposed to significant losses and may miss significant opportunities, and we
may have increased exposure to the volatility of spot markets.

A decrease in, or the elimination of, the revenues generated by our facilities or an increase in the costs of
operating such facilities could materially affect our cash flows and results of operations, including cash flows
available to us to make payments on our debt or our other obligations.

Our operating results are subject to quarterly and seasonal fluctuations.

Our operating results have fluctuated in the past and are likely to continue to do so in the future as a result of
a number of factors, including seasonal variations in demand and fuel prices.

We compete to sell energy, capacity and ancillary services in the wholesale power markets against some
competitors that enjoy competitive advantages, including the ability to recover fixed costs through rate-base
mechanisms and a lower cost of capital.

Regulated utilities iin the wholesale markets generally enjoy a lower cost of capital than we do and often are
able to recover fixed costs through regulated retail rates, including, in many cases, the costs of generation,
allowing them to build, buy and upgrade generating facilities without relying exclusively on market clearing
prices to recover their investments. The competitive advantages of such participants could adversely affect our
ability to compete effectively and could have an adverse impact on the revenues generated by our facilities.

Our business and activities are subject to extensive environmental requirements and could be adversely
affected by such requirements, including future changes to them.

Our business is subject to extensive environmental regulations promulgated by federal, state and local
authorities, which, among other things, restrict the discharge of pollutants into the air, water and soil, and also
govern the use of water from adjacent waterways. Such laws and regulations frequently require us to obtain
permits and remain in continuous compliance with the conditions established by those permits. To comply with
these legal requirements and the terms of our permits, we must spend significant sums on environmental
monitoring, pollution control equipment and emissions allowances. If we were to fail to comply with these
requirements, we could be subject to civil or criminal liability, injunctive relief and the imposition of liens or
fines. We may be required to shut down facilities (including ash sites) if we are unable to comply with the
requirements, or if we determine the expenditures required to comply are uneconomic.

From time to time, we may not be able to obtain necessary environmental regulatory approvals. Such
approvals could be delayed or subject to onerous conditions. If there is a delay in obtaining environmental
regulatory approval or if onerous conditions are imposed, the operation of our generating facilities or ash sites or
the sale of electricity to third parties could be prevented or become subject to additional costs. Such delays or
onerous conditions could have a material adverse effect on our financial performance and condition. In addition,
environmental laws, particularly with respect to air emissions, wastewater discharge and cooling water systems,
are generally becoming more stringent, which may require us to make additional facility upgrades or restrict our
operations.
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Increased public concern and growing political pressure related to global warming have resulted in
significant increases in the regulation of greenhouse gases, including COZ2 at the state level. Future local, state
and federal regulation of greenhouse gases is likely to create substantial environmental costs for us in the form of
taxes or purchases of emissions allowances. Many of the states where we own generating facilities, including
California, Maryland, Massachusetts and New York, have recently committed, or expressed an intent to commit,
to mandatory reductions in statewide CO2 emissions through a regional cap-and-trade program. Maryland,
Massachusetts and New York have already joined the RGGI, which required ali allowances to be purchased
initially through an auction process, the first of which took place in September 2008. Auctions, such as those
mandated by the RGGI, may decrease the amount of available allowances and substantially increase emissions
allowance prices. Because our generating facilities emit CO2, these regulations and similar future laws may
significantly increase our operating costs.

Certain environmental laws, including CERCLA and comparable state laws, impose strict and, in many
circumstances, joint and several liability for costs of remediating contamination in soil, groundwater and
elsewhere. Some of our facilities have areas with known soil and/or groundwater contamination. Releases of
hazardous substances at our generating facilities, or at locations where we dispose of (or in the past disposed of)
hazardous substances and other waste, could require us to spend significant sums to remediate contamination,
regardless of whether we caused such contamination. The discovery of significant contamination at our
generating facilities, at disposal sites we currently use or have used, or at other locations for which we may be
liable, or the failure or inability of parties contractually responsible to us for contamination to respond when
claims or obligations regarding such contamination arise, could have a material adverse effect on our financial
performance and condition.

Major environmental construction projects planned by 2010 at our Mid-Atlantic coal facilities may not meet
their anticipated schedule, which would restrict these units from running at their maximum economic levels.
If the operating constraints were sufficiently severe, Mirant Mid-Atlantic may not have sufficient cash flow to
permit it to make distributions or, if more severe, to meet its obligations.

Under the Maryland Healthy Air Act, we are required to reduce annual emissions below certain levels by
January 2010. The levels established do not allow for the use of emissions allowances to meet the mandated
levels. To meet these requirements, we are installing pollution control equipment on all of our Maryland coal-
fired units. We may not have completed installation of or be able to operate this pollution control equipment by
January 2010 because of a number of factors, including:

adverse weather conditions;

unanticipated cost increases;

engineering problems;

construction problems;

failure or delays in obtaining necessary permits and approvals;
shortages of equipment, materials or skilled labor;

unscheduled delays in delivery of materials and equipment; and

work stoppages.

Any of these factors may significantly increase the estimated costs of our environmental construction
projects or result in a loss of cash flows from operations because of reduced unit operations.

The expected decommissioning andjor site remediation obligations of certain of our generating facilities may
negatively affect our cash flows.

We expect that certain of our generating facilities and related properties will become subject to
decommissioning and/or site remediation obligations that may require material expenditures. Furthermore, laws
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and regulations may change to impose material additional decommissioning and remediation obligations on us in
the future. If we are required to make material expenditures to decommission or remediate one or more of our
facilities, such obligations will affect our cash flows and may adversely affect our ability to make payments on
our obligations.

Our consolidated indebtedness could adversely affect our ability to raise additional capital to fund our
operations, limit our ability to react to changes in the economy or our industry and prevent us from meeting or
refinancing our obligations.

As of December 31, 2008, our consolidated indebtedness was $2.676 billion. In addition, the present value
of lease payments under the Mirant Mid-Atlantic leveraged leases is approximately $1.0 billion (assuming a 10%
discount rate) and the termination value of the Mirant Mid-Atlantic leveraged leases is $1.4 billion. Our leverage
and obligations under the leveraged leases could have important consequences, including the following: (1) it
may limit our ability to obtain additional debt or equity financing for working capital, capital expenditures, debt
service requirements, acquisitions and general corporate or other purposes; (2) a substantial portion of our cash
flows from operations must be dedicated to the payment of principal and interest on our indebtedness and will
not be available for other purposes, including our operations, capital expenditures and future business
opportunities; (3) the debt service requirements of our indebtedness could make it more difficult for us to satisfy
or refinance our financial obligations; (4) certain of our borrowings, including borrowings under our senior
secured credit facilities, are at variable rates of interest, exposing us to the risk of increased interest rates; (5) it
may limit our ability to adjust to changing market conditions and place us at a competitive disadvantage
compared with our competitors that have less debt and are not burdened by such obligations and restrictions; and
(6) we may be more vulnerable in a downturn in general economic conditions or in our business and we may be
unable to carry out capital expenditures that are important to our long-term growth or necessary to comply with
environmental regulations.

Mirant Corporation and its subsidiaries that are holding companies, including Mirant Americas Generation
and Mirant North America, may not have access to sufficient cash to meet their obligations if their
subsidiaries, in particular, Mirant Mid-Atlantic, are unable to make distributions.

We and certain of our subsidiaries, including Mirant Americas Generation and Mirant North America, are
holding companies and, as a result, we are dependent upon dividends, distributions and other payments from our
operating subsidiaries to generate the funds necessary to meet our obligations. The ability of certain of our
subsidiaries to pay dividends and distributions is restricted under the terms of their debt or other agreements. In
particular, a significant portion of cash from our operations is generated by the power generating facilities of
Mirant Mid-Atlantic. Under the Mirant Mid-Atlantic leveraged leases, Mirant Mid-Atlantic is subject to a
covenant that restricts its right to make distributions to its immediate parent, Mirant North America. In turn,
Mirant North America is subject to covenants that restrict its ability to make distributions to its parent, Mirant
Americas Generation. The ability of Mirant North America and Mirant Mid-Atlantic to satisfy the criteria set
forth in their respective debt covenants in the future could be impaired by factors which negatively affect their
financial performance, including interruptions in operation or curtailment of operations to comply with
environmental restrictions, significant capital and other expenditures and adverse conditions in the power and
fuel markets. Further, the Mirant North America senior notes and senior secured credit facilities include financial
covenants that will exclude from the calculation the financial results of any subsidiary that is unable to make
distributions or dividends at the time of such calculation. Thus, the inability of Mirant Mid-Atlantic to make
distributions to Mirant North America under the leveraged lease transaction would have a material adverse effect
on the calculation of the financial covenants under the senior notes and senior secured credit facilities of Mirant
North America, including the leverage and interest coverage maintenance covenants under its senior credit
facility.

The obligations of Mirant Corporation and its holding company subsidiaries, including the indebtedness of
Mirant Americas Generation and Mirant North America, are effectively subordinated to the obligations or
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indebtedness of their respective subsidiaries, including the Mirant Mid-Atlantic leveraged leases. See Item 7.
“Management’s Discussion and Analysis — Liquidity and Capital Resources” for a discussion of restrictions on
the ability of Mirant North America to make distributions to its parent, Mirant Americas Generation.

We may be unable to generate sufficient liquidity to service our debt and to post required amounts of cash
collateral necessary to hedge market risk effectively.

Our ability to pay principal and interest on our debt depends on our future operating performance. If our
cash flows and capital resources are insufficient to allow us to make scheduled payments on our debt, we may
have to reduce or delay capital expenditures, sell assets, seek additional capital, restructure or refinance. There
can be no assurance that the terms of our debt will allow these alternative measures, that the financial markets
will be available to us on acceptable terms or that such measures would satisfy our scheduled debt service
obligations.

We seek to manage the risks associated with the volatility in the price at which we sell power produced by
our generating facilities and in the prices of fuel, emissions allowances and other inputs required to produce such
power by entering into hedging transactions. These asset management activities may require us to post collateral
either in the form of cash or letters of credit. As of December 31, 2008, we had approximately $111 million of
posted cash collateral and $301 million of letters of credit outstanding primarily to support our asset management
activities, debt service and rent reserve requirements and other commercial arrangements. See Note 10 to our
consolidated financial statements contained elsewhere in this report for further information on our posted cash
collateral and letters of credit. While we seek to structure transactions in a way that reduces our potential
liquidity needs for collateral, we may be unable to execute our hedging strategy successfully if we are unable to
post the amount of collateral required to enter into and support hedging contracts.

We are an active participant in energy exchange and clearing markets. These markets require a per contract
initial margin to be posted, regardless of the credit quality of the participant. The initial margins are determined
by the exchanges through the use of proprietary models that rely on a variety of inputs and factors, including
market conditions. We have limited notice of any changes to the margin rates. Consequently, we are exposed to
changes in the per unit margin rates required by the exchanges and could be required to post additional collateral
on short notice.

Our business is subject to complex government regulations. Changes in these regulations, or their
administration, by legislatures, state and federal regulatory agencies, or other bodies may affect the costs of
operating our facilities or our ability to operate our facilities. Such costs, in turn, may negatively affect our
results of operations and financial condition.

We are subject to regulation by the FERC regarding the terms and conditions of wholesale service and rates,
as well as by state agencies regarding physical aspects of our generating facilities. The majority of our generation
is sold at market prices under market-based rate authority granted by the FERC. If certain conditions are not met,
the FERC has the authority to withhold or rescind market-based rate authority and require sales to be made based
on cost-of-service rates. A loss of our market-based rate authority could have a materially negative impact on our
generating business.

Even where market-based rate authority has been granted, the FERC may impose various forms of market
mitigation measures, including price caps and operating restrictions, where it determines that potential market
power might exist and that the public interest requires such potential market power to be mitigated. In addition to
direct regulation by the FERC, most of our facilities are subject to rules and terms of participation imposed and
administered by various ISOs and RTOs. Although these entities are themselves ultimately regulated by the
FERC, they can impose rules, restrictions and terms of service that are quasi-regulatory in nature and can have a
material adverse impact on our business. For example, ISOs and RTOs may impose bidding and scheduling rules,
both to curb the potential exercise of market power and to ensure market functions. Such actions may materially
affect our ability to sell and the price we receive for our energy, capacity and ancillary services.
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To conduct our business, we must obtain and periodically renew licenses, permits and approvals for our
facilities. These licenses, permits and approvals can be in addition to any required environmental permits. No
assurance can be provided that we will be able to obtain and comply with all necessary licenses, permits and
approvals for these facilities. If we cannot comply with all applicable regulations, our business, results of
operations and financial condition could be adversely affected.

We cannot predict whether the federal or state legislatures will adopt legislation relating to the restructuring
of the energy industry. There are proposals in many jurisdictions that would either roll back or advance the
movement toward competitive markets for the supply of electricity, at both the wholesale and retail levels. In
addition, any future legislation favoring large, vertically integrated utilities and a concentration of ownership of
such utilities could affect our ability to compete successfully, and our business and results of operations could be
adversely affected. We cannot provide assurance that the introductions of new laws, or other future regulatory
developments, will not have a material adverse impact on our business, operations or financial condition.

Changes in technology may significantly affect our generating business by making our generating facilities
less competitive.

We generate electricity using fossil fuels at large central facilities. This method results in economies of scale
and lower costs than newer technologies such as fuel cells, microturbines, windmills and photovoltaic solar cells.
It is possible that advances in those technologies will reduce their costs to levels that are equal to or below that of
most central station electricity production, which could have a material adverse effect on our results of
operations.

Terrorist attacks, future wars or risk of war may adversely affect our results of operations, our ability to raise
capital or our future growth.

As power generators, we face heightened risk of an act of terrorism, either a direct act against one of our
generating facilities or an inability to operate as a result of systemic damage resulting from an act against the
transmission and distribution infrastructure that is used to transport our power. If such an attack were to occur,
our business, results of operations and financial condition could be materially adversely affected. In addition,
such an attack could affect our ability to service our indebtedness, our ability to raise capital and our future
growth opportunities.

Our operations are subject to hazards customary to the power generating industry. We may not have adequate
insurance to cover all of these hazards.

Our operations are subject to many hazards associated with the power generating industry, which may
expose us to significant liabilities for which we may not have adequate insurance coverage. Power generation
involves hazardous activities, including acquiring, transporting and unloading fuel, operating large pieces of
rotating equipment and delivering electricity to transmission and distribution systems. In addition to natural risks,
such as earthquake, flood, storm surge, lightning, hurricane and wind, hazards, such as fire, explosion, collapse
and machinery failure, are inherent risks in our operations. These hazards can cause significant injury to
personnel or loss of life, severe damage to and destruction of property, plant and equipment, contamination of, or
damage to, the environment and suspension of operations. The occurrence of any one of these events may result
in our being named as a defendant in lawsuits asserting claims for substantial damages, environmental cleanup
costs, personal injury and fines and/or penalties. We maintain an amount of insurance protection that we consider
adequate, but we cannot assure that our insurance will be sufficient or effective under all circumstances and
against all hazards or liabilities to which we may be subject. A successful claim for which we are not fully
insured could have a material adverse effect on our financial results and our financial condition.
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We are currently involved in significant litigation that, if decided adversely to us, could materially adversely
affect our results of operations and profitability.

We are currently involved in various litigation matters, which are described in more detail in this
Form 10-K. We intend to defend vigorously against those claims that we are unable to settle, but the results of
this litigation cannot be determined. Adverse outcomes for us in this litigation could require significant
expenditures by us and could have a material adverse effect on our results of operations and profitability.

Item 1B. Unresolved Staff Comments

None.

33



Item 2.  Properties

The properties below were owned or leased as of December 31, 2008. Our leasehold or ownership interest is

100% for each property.

2008
Total Net Capacity

Generating Facilities Location Dispatch Type Primary Fuel MW(1) Factor
Mid-Atlantic Region:
Chalk Point ............. Maryland Intermediate/Baseload/ Natural

Peaking Gas/Coal/Oil 2,413 21%
Dickerson .............. Maryland Baseload/Peaking Natural

Gas/Coal/Oil 849 37%

Morgantown ............ Maryland Baseload/Peaking Coal/Oil 1,486 53%
Potomac River .......... Virginia Intermediate/Baseload Coal 482 19%
Total Mid-Atlantic ....... 5,230 33%
Northeast Region:
Canal .................. Massachusetts Intermediate Natural Gas/Qil 1,126 17%
Kendall ................ Massachusetts Baseload/Peaking Natural Gas/Oil 256 39%
Martha’s Vineyard ....... Massachusetts Peaking Diesel 14 3%
Bowline ................ New York Intermediate/Peaking Natural Gas/Oil 1,139 2%
Total Northeast .......... 2,535 13%
California:
ContraCosta ............ California Intermediate Natural Gas 674 3%
Pittsburg ............... California Intermediate Natural Gas 1,311 2%
Potrero................. California Intermediate/Peaking Natural Gas/Diesel 362 17%
Total California . ......... 2,347 4%
Total Operations ........ 10,112 21%

(1) Total MW amounts reflect nominal net summer capacity for 2008.

We also own an oil pipeline, which is approximately 51.5 miles long and serves the Chalk Point and

Morgantown generating facilities.

Item 3. Legal Proceedings

See Note 16 to our consolidated financial statements contained elsewhere in this report for discussion of the
material legal proceedings to which we are a party.

Item 4.

None.

Submission of Matters to a Vote of Security Holders
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PART 11

Item 5.  Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of
Equity Securities

Common Stock

All shares of Old Mirant’s common stock were cancelled on January 3, 2006, and 276.5 million shares of
New Mirant common stock were distributed to holders of unsecured claims and equity securities. In addition, we
reserved 23.5 million shares for unresolved claims, of which approximately 850,000 shares had not yet been
distributed as of December 31, 2008. New Mirant is authorized to issue 1.5 billion shares of common stock
having a par value of $.01 per share and 100 million shares of preferred stock having a par value of $.01 per
share. On January 3, 2006, New Mirant also issued Series A Warrants and Series B Warrants, expiring January 3,
2011, which entitled their holders to purchase, as of that date, an aggregate of 35.3 million and 17.6
million shares of common stock, respectively. The exercise price of the Series A Warrants and Series B Warrants
is $21.87 and $20.54 per share, respectively. There were approximately 26.9 million Series A Warrants and
7.1 million Series B Warrants outstanding at December 31, 2008.

All of the New Mirant common stock was issued in accordance with Section 1145 of the Bankruptcy Code,
and we received no proceeds from such issuance. The issuance of shares of New Mirant common stock was
exempt from the registration requirements of the Securities Act, as amended, and equivalent provisions of state
securities laws, in reliance upon Section 1145(a) of the Bankruptcy Code.

Our common stock is currently traded on the NYSE under the ticker symbol “MIR.” We have submitted to
the NYSE our 2008 annual certificate from our Chief Executive Officer certifying that he is not aware of any
violation by the Company of NYSE corporate governance listing standards. The closing price of our stock on
December 31, 2008, was $18.87. The following table sets forth the high and low prices for our common stock as
reported by the NYSE for the periods indicated.

Price Range of Common Stock

Quarter High Low

2007

First $41.70 %3041
Second $49.00 $39.61
Third $44.20 $34.77
Fourth $44.61  $36.20
2008

First $39.53  $33.75
Second $42.21  $36.08
Third $39.20 $17.32
Fourth $20.28 $11.99

Holders

As of January 31, 2009, there were approximately 58,770 record holders of our common stock, par value
$.01 per share.

Dividends

We have not paid or declared any cash dividends on our common stock in the last two fiscal years and we
do not anticipate paying any quarterly cash dividends in the foreseeable future.
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Return of Cash

On November 9, 2007, we announced that we planned to return a total of $4.6 billion of excess cash to our
stockholders based on four factors: (1) the outlook for the business, (2) preserving our credit profile,
(3) maintaining adequate liquidity, including for capital expenditures and (4) maintaining sufficient working
capital. On September 22, 2008, we announced that we had returned $3.856 billion of cash to our stockholders
and suspended our program to return excess cash to our stockholders based on our evaluation of the four factors
that were set out upon commencement of the share repurchase program. On November 7, 2008, we announced
that we were resuming our program of returning excess cash to our stockholders and would purchase an
additional $200 million of shares through open market purchases. This $200 million was completed in the fourth
quarter of 2008 and was in addition to the previous $3.856 billion of cash returned to our stockholders.

® On November 9, 2007, we announced that the first stage of the cash distribution would be
accomplished through an accelerated share repurchase program for $1 billion, plus open market
purchases for up to an additional $1 billion. In the fourth quarter of 2007, we repurchased 26.66 million
shares of common stock for $1 billion through the accelerated share repurchase program.

® On February 29, 2008, we announced that we had decided to return the remaining $2.6 billion of cash
through open market purchases of common stock but that we would continue to evaluate the most
efficient method to return the cash to stockholders.

® On May 15, 2008, the accelerated share repurchase program was completed and we received an
additional 682,387 shares, resulting in a total of 27.34 million shares purchased. The final price of
shares repurchased under the accelerated share repurchase program was $36.57 per share, which was
determined based on a discount to the volume weighted average trading price of our common stock
over the period of the accelerated share repurchase program.

Between November 2007 and December 2008, we returned approximately $4.056 billion of cash to our
stockholders through purchases of 122 million shares of our common stock, including 86 million shares that were
purchased through open market purchases in 2008 for approximately $2.74 billion. We have repurchased
approximately 48% of the 256 million basic shares that we had outstanding when the program began in
November 2007.

Share Repurchases

The following table sets forth information regarding repurchases by us of our common shares on the NYSE
during the three-month period ended December 31, 2008:

Approximate dollar
Total number of  value of shares that
Average  shares purchased may yet be
Shares price paid  as part of publicly purchased under
Period repurchased per share  announced plans the plans
(in millions) (in millions) (in millions)
Oct 1,2008—Oct 31,2008 . ................... — $ — — $ —
Nov 1, 2008—Nov 30,2008 .................. 10.46 $16.57 10.46 $26.71
Dec 1,2008—Dec 31,2008 ................... 1.48 $18.04 1.48 $ —

Total ... .. .. 11.94 11.94

36



Securities Authorized for Issuance under Equity Compensation Plans

The following table sets forth the compensation plans under which our equity securities were authorized for
issuance as of December 31, 2008:

Number of securities remaining
available for future issuance
under equity compensation

Number of securities to ~ Weighted average plans (excluding securities to
be issued upon exercise exercise price of be issued upon exercise of
of outstanding options, outstanding options,  outstanding options, warrants
Plan category warrants and rights warrants and rights and rights)
(in millions) (in millions)
Equity compensation plans approved by
security holders . . ................. 6.3 $29.46 12.3
Equity compensation plans not approved
by security holders ................ N/A N/A N/A
Total .......ccviuiiiiiiiiiiiny 6.3 $29.46 12.3

Our 2005 Omnibus Incentive Plan for certain employees and directors of Mirant became effective on
January 3, 2006, and is deemed to have been approved by our stockholders by virtue of its approval under the Plan.

Stock Performance Graph

The performance graph below is being provided as furnished and not filed as permitted by 17 Code of
Federal Regulations 229.201(e), in this Form 10-K and compares the cumulative total stockholder return on our
common stock with the Standard & Poor’s 500 Index, the Standard & Poor’s Multi-Utility Index and the
Standard & Poor’s Independent Power Producers and Energy Traders Index since the re-issuance of our common
stock in connection with our emergence from bankruptcy on January 3, 2006. Our stock was re-listed on the
NYSE on January 11, 2006. Because all of Old Mirant’s outstanding common stock was cancelled upon
emergence from bankruptcy, stock performance prior to 2006 does not provide a meaningful comparison for
current stockholders and thus has not been provided. The graph assumes that $100 was invested on January 11,
2006, in our common stock and each of the above indices, and that all dividends are reinvested. The stockholder
return shown below may not be indicative of future performance.

COMPARISON OF CUMULATIVE TOTAL RETURN
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Indexed Returns
Year Ended

Company / Index
Mirant

Total Return to Stockholders
(Includes reinvestment of dividends)

Annual Return Percentage
Year Ended

Company / Index
Mirant

.........................................................
...................................................
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12/31/2006  12/31/2007  12/31/2008
$126.38 $156.04  $75.54
$111.69 $117.82  $74.23
$115.41 $12795  $96.80
$125.03 $157.71  $48.70
12/31/2006  12/31/2007  12/31/2008
2638% 23.47% (51.59)%
11.69% 549% (37.00)%
1541% 10.86% (24.34)%
25.03%  26.13%  (69.12)%



Item 6. Selected Financial Data

The following discussion should be read in conjunction with our consolidated financial statements and the
notes thereto, which are included elsewhere in this Form 10-K. The following tables present our selected
consolidated financial information, which is derived from our consolidated financial statements.

Years Ended December 31,
2008 2007 2006 2005 2004
(in millions except per share data)

Statements of Operations Data:

OPpErating TEVENUES .. ... ..ovvenrenreneeee e o $3,188 $2,019 $3,087 $2,620 $3,231
Income (loss) from continuing operations ................... 1,215 433 1,752 (1,385) )
Income (loss) from discontinued operations .. ................ 50 1,562 112 93 467)
Cumulative effect of changes in accounting principles ......... — — — (15) —
Net income (1I0SS) .« v v vvene et i 1,265 1,995 1,864 (1,307) (476)
Basic EPS per common share from continuing operations . . . .. .. $653 $172 $6.15 N/A N/A

Our Statement of Operations Data for each year reflects the volatility caused by unrealized gains and losses
related to derivative financial instruments used to hedge electricity and fuel economically. Changes in the fair
value and settlements of derivative financial instruments used to hedge electricity economically are reflected in
operating revenue and changes in the fair value and settlements of derivative financial instruments used to hedge
fuel economically are reflected in cost of fuel, electricity and other products in the accompanying consolidated
statements of operations. Changes in the fair value and settlements of derivative financial instruments for
proprietary trading and fuel oil management activities are recorded on a net basis as operating revenue in the
accompanying consolidated statements of operations. See Note 4 to our consolidated financial statements
contained elsewhere in this report for additional information.

Years Ended December 31,
2008 2007 2006 2005 2004
(in millions)

Unrealized gains (losses) included in operating revenues ............... $840 $(564) $757 $(92) $176
Unrealized losses (gains) included in cost of fuel, electricity and other

PIOQUCES .ottt et et 54 28) 102 (76) 8
TOAL v v ettt e e e e e e $786 $(536) $655 $(16) $168

Our Statement of Operations Data for the year ended December 31, 2007, reflects gains on sales of
discontinued operations as discussed in Note 11 to our consolidated financial statements contained elsewhere in
this report. EPS information for years prior to 2006 has not been presented because the information is not
relevant in any material respect for users of our financial statements. See Note 13 to our consolidated financial
statements contained elsewhere in this report for additional information. Our Statement of Operations Data for
the year ended December 31, 2006, reflects significant income tax benefits as discussed in Note 7 to our
consolidated financial statements contained elsewhere in this report.

Our Statement of Operations Data for the year ended December 31, 2005, reflects the effects of accounting
for the Plan confirmed on December 9, 2005. During our bankruptcy proceedings, our consolidated financial
statements were prepared in accordance with SOP 90-7. Our Statement of Operations Data for the year ended
December 31, 2004, does not include interest expense on debt that was subject to compromise subsequent to the
Petition Date and includes goodwill impairment losses of $582 million.

39



The consolidated Balance Sheet Data for years 2006, 2005 and 2004, segregates pre-petition liabilities

subject to compromise from those liabilities that were not subject to compromise.

Years Ended December 31,
2008 2007 2006 2005 2004
(in millions)

Balance Sheet Data:

Total assets . ...t $10,688 $10,538 $12,845 $14364 $11,926
Total long-termdebt . ............... ... ... ......... 2,676 3,095 3,275 2,582 38
Liabilities subject to compromise ..................... — — 18 18 9,164
Stockholders’ equity (deficit) ......................... $ 3762 $ 5310 $ 4,443 $ 3,856 $(1,318)

The debt of Mirant Americas Generation that was reinstated in 2005 is included in liabilities subject to
compromise for 2004. In 2005, we recorded the effects of the Plan. As a result, liabilities subject to compromise
at December 31, 2005 and 2006, only reflect the liabilities of our New York entities that remained in bankruptcy
at that time. Total assets for all periods reflect our election in 2008 to discontinue the net presentation of assets

subject to master netting agreements upon adoption of FSP FIN 39-1.
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Item 7. Management’s Discussion and Analysis of Results of Operations and Financial Condition

This section is intended to provide the reader with information that will assist in understanding our financial
statements, the changes in those financial statements from year to year and the primary factors contributing to
those changes. The following discussion should be read in conjunction with our consolidated financial statements
and the notes accompanying those financial statements.

Overview

We are a competitive energy company that produces and sells electricity in the United States. We own or
Jease 10,112 MW of net electric generating capacity in the Mid-Atlantic and Northeast regions and in California.
We also operate an integrated asset management and energy marketing organization based in Atlanta, Georgia.

Share Repurchases

Between November 2007 and December 2008, we returned approximately $4.056 billion of cash to our
stockholders through purchases of 122 million shares of our common stock, including 86 million shares that were
purchased through open market purchases in 2008 for approximately $2.74 billion. We have repurchased
approximately 48% of the 256 million basic shares that we had outstanding when the program began in
November 2007. See Note 13 to our consolidated financial statements contained elsewhere in this report for
additional information related to our share repurchases.

Hedging Activities

We hedge economically a substantial portion of our Mid-Atlantic coal-fired baseload generation and certain
of our Northeast gas and oil-fired generation through OTC transactions. However, we generally do not hedge our
intermediate and peaking units for tenors greater than 12 months. A significant portion of our hedges are
financial swap transactions between Mirant Mid-Atlantic and financial counterparties that are senior unsecured
obligations of such parties and do not require either party to post cash collateral either for initial margin or for
securing exposure as a result of changes in power or natural gas prices. At February 10, 2009, our aggregate
hedge levels based on expected generation for each period were as follows:

Aggregate Hedge Levels Based on Expected Generation

2009 2010 2011 2012 2013
Power............ 96% 62% 22% 24% 24%
Fuel ............. 90% 64% 53% 29% 6%

Capital Expenditures and Capital Resources

Including amounts already spent to date, we expect to incur total capital expenditures of $1.674 billion to comply
with the limitations on SO2, NOx and mercury emissions under the Maryland Healthy Air Act. As of December 31,
2008, we have paid approximately $997 million for capital expenditures related to the Maryland Healthy Air Act. For
the year ended December 31, 2008, we paid $683 million for capital expenditures, excluding capitalized interest, of
which $497 million related to the Maryland Healthy Air Act. The following table details the expected timing of
payments for our estimated capital expenditures, excluding capitalized interest, for 2009 and 2010 (in millions):

2009 2010

Maryland Healthy Air ACt. . ... .....oviiiiiiniiees $490 $187
Other environmental . ... ... ..ottt ernaenecneaaeaenaenaens 33 33
MAINLENANCE .+ o« v e v e vttt e e e em et 162 132
CONSLIUCHON .« o v v e et e e et e e e e ee it 55 55
(01T S 14 15
TOtAl o o oo e e $754  $422



We expect that available cash and future cash flows from operations will be sufficient to fund these capital
expenditures.

Consolidated Financial Performance

We reported net income of $1.265 billion, $1.995 billion and $1.864 billion for the years ended
December 31, 2008, 2007 and 2006, respectively. The change in net income is detailed as follows (in millions):

Years Ended December 31,

Increase/ Increase/
2008 2007 (Decrease) 2007 2006 (Decrease)
Realized grossmargin ........................ $1,343 $1,643 $ (300) $1,643 $1,281 $ 362
Unrealized gross margin . ...................... 786 (536) 1,322 (536) 655 (1,191)
Total gross margin ........................... 2,129 1,107 1,022 1,107 1,936 (829)
Operating Expenses: . .......................
Operations and maintenance . ................. 683 707 24) 707 592 115
Depreciation and amortization ................ 144 129 15 129 137 8)
Impairment losses .......................... — 175 (175) 175 119 56
Gain on sales of assets, net ................... (39) (45) 6 (45) (49) 4
Total operating expenses ...................... 788 966 (178) 966 799 167
Operating income ............................ 1,341 141 1,200 141 1,137 (996)
Total other expense (income), net ............... 124 (299) 423 (299) 99 (398)
Income from continuing operations before
reorganization items, net and income taxes . .. ... 1,217 440 777 440 1,038 (598)
Reorganizationitems,net . .................... . —_ ) 2 2 (164 162
Provision (benefit) for income taxes ............. 2 9 @) 9 (550) 559
Income from continuing operations . ............. 1,215 433 782 433 1,752 (1,319)
Income from discontinued operations ............ 50 1,562 (1,512) 1,562 112 1,450
Netincome .......... ... ... .. ... v ... $1,265 $1,995 $ (730) $1,995 $1,864 $ 131

The following discussion includes non-GAAP financial measures because we present our consolidated
financial performance in terms of gross margin. Gross margin is our operating revenue less cost of fuel,
electricity and other products, and excludes depreciation and amortization. We present gross margin, excluding
depreciation and amortization, and realized gross margin separately from unrealized gross margin in order to be
consistent with how we manage our business. Therefore, it may not be possible to compare our non-GAAP
financial measures with those of other companies which also present similar non-GAAP financial measures. We
encourage our investors to review our consolidated financial statements and other publicly filed reports in their
entirety and not to rely on a single financial measure.

Commodity Prices

The prices for power, natural gas and fuel oil were extremely volatile during 2008. For the year ended
December 31, 2008, we recognized unrealized gains of $786 million. We are generally economically neutral for
that portion of the portfolio that we have hedged because our realized gross margin will reflect the contractual
prices of our power and fuel contracts.

Our coal supply comes primarily from the Central Appalachian and Northern Appalachian coal regions. The
average market price for the types of coal that we use was approximately 107% higher in the year ended
December 31, 2008, than in the same period in 2007. Global demand for coal to generate electricity was a
significant factor influencing domestic prices for the types of coal that we use. Coal prices in other regions did
not increase as dramatically; however, switching the types of coal that we use would require significant capital
expenditures and increases in transportation costs. As a result of the increases in market prices, the energy gross
margin earned from our baseload coal units was negatively affected by contracting “dark spreads,” the difference
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between the price received for electricity generated compared to the market price of the coal required to produce
the electricity. In the fourth quarter of 2008 and in early 2009, the average market price for the types of coal that
we use declined from the highs observed earlier in 2008. However, the average market price for power also
declined during the same period. We enter into contracts of varying terms to secure appropriate quantities of fuel
that meet the varying specifications of our generating facilities. For our coal-fired generating facilities, we
purchase coal from a variety of suppliers under contracts with terms of varying lengths, some of which extend to
2013. Most of our coal contracts are not required to be recorded at fair value under SFAS 133. As such, these
contracts are not included in derivative contract assets and liabilities in the accompanying consolidated balance
sheets. As of December 31, 2008, the net fair value of these long-term coal agreements was approximately $38
million.

Results of Operations

The following discussion of our performance is organized by reportable segment, which is consistent with
the way we manage our business.

In the tables below, the Mid-Atlantic region includes our Chalk Point, Dickerson, Morgantown and Potomac
River facilities. The Northeast region includes our Bowline, Canal, Kendall, Lovett (shutdown on April 19, 2008)
and Martha’s Vineyard facilities. The California region includes our Contra Costa, Pittsburg and Potrero
facilities. Other Operations includes proprietary trading and fuel oil management activities, unallocated corporate
overhead, interest on debt at Mirant Americas Generation and Mirant North America and interest on our invested
cash balances. For the years ended December 31, 2007 and 2006, Other Operations also includes gains and losses
related to the Back-to-Back Agreement with Pepco, which was terminated pursuant to a settlement agreement
that became effective in the third quarter of 2007. See Note 17 to our consolidated financial statements contained
elsewhere in this report for further discussion of the Pepco Settlement Agreement.

Operating Statistics

The following table summarizes Net Capacity Factor by region for the years ended December 31, 2008,
2007 and 2006:

Years Ended December 31,
Increase/
2008 2007 Decrease 2007 2006 (Decrease)
Mid-Atlantic . .......vvet i 33% 37% 4)% 37% 36% 1%
NOMHEASE + o o tv e eeeee i iiaenee s 13% 22% 9% 22% 18% 4%
California ... .ovviriaeai i 4% 4% —% 4% 6% 2)%
Total ..o e 21% 25% 4% 25% 24% 1%
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The following table summarizes power generation volumes by region for the years ended December 31,
2008, 2007 and 2006 (in gigawatt hours):

Years Ended Years Ended

I se/ I se/
___December 31, Increase/ (l;leccl;'ee‘:lse) “December 3t Increase/ (l;leccr:;ase)
2008 2007 (Decrease) % 2007 2006 (Decrease) %
Mid-Atlantic:
Baseload ................. 14,350 15,390  (1,040) (M% 15,390 15,662 272) 2)%
Intermediate .............. 489 1,105 616) 56)% 1,105 736 369 50%
Peaking ................. 160 337 (177 53)% 337 210 127 60%
Total Mid-Atlantic . ...... 14,999 16,832  (1,833) (ID% 16,832 16,608 224 1%
Northeast:
Baseload ................. 1,131 2,691  (1,560) S8)% 2,691 2,757 (66) 2)%
Intermediate .............. 1919 23814 (895) (32)% 2814 1,896 918 48%
Peaking ................. 5 5 — —% 5 15 (10) 67)%
Total Northeast ......... 3,055 5,510 (2,455) “45% 5,510 4,668 842 18%
California:
Intermediate . ............. 868 804 64 8% 804 1,102 (298) 27N %
Peaking ................. 21 18 3 17% 18 34 (16) 47N %
Total California ......... 889 822 67 8% 822 1,136 (314) (28)%
Total Mirant ............ 18,943 23,164 (4,221) (18)% 23,164 22412 752 3%

The decrease in power generation volumes for the year ended December 31, 2008, as compared to the year
ended December 31, 2007, is primarily the result of the following:

® adecrease in Mid-Atlantic as a result of contracting dark spreads, lower demand and second quarter
2008 planned outages to allow for the installation of emissions control equipment as part of our
compliance with the Maryland Healthy Air Act.

® adecrease in Northeast as a result of higher fuel prices at times making it uneconomic for certain units
to generate, the shutdown of units 3 and 4 of the Lovett generating facility in April 2007 and the
shutdown of unit 5 of the Lovett generating facility in April 2008.

The increase in power generation volumes for the year ended December 31, 2007, as compared to the year
ended December 31, 2006, is primarily the result of the following:

® an increase in Mid-Atlantic intermediate and peaking generation volumes as a result of favorable
spreads between the cost of oil used to generate one MWh of electricity and the market value of the
electricity generated (“oil conversion spreads”) in 2007 as compared to 2006.

® an increase in Northeast intermediate generation as a result of increased demand in 2007.

Through the end of 2006, the majority of our California units were subject to RMR arrangements with the
CAISO. Since that time, all of our natural gas-fired units in service at Contra Costa and Pittsburg operate under
tolling agreements with PG&E for 100% of the capacity from these units. All of the Potrero units continue to be
subject to RMR arrangements. Therefore, changes in power generation volumes from those facilities, which can
be caused by weather, planned outages, or other factors, do not generally affect our gross margin.
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2008 versus 2007

Gross Margin Overview

The following table details realized and unrealized gross margin by operating segments (in millions):

Years Ended December 31,

2008 2007
Realized Unrealized Total Realized Unrealized Total
Mid-Atlantic . ................ $1,038 $676 $1,714 $1,084 $(479) $ 605
Northeast ................... 189 (10) 179 280 43) 237
California .............. ... 127 — 127 135 — 135
Other Operations ............. 7 120 103 126 (14) 112
Eliminations ................. 6 — 6 18 — 18
Total ..., $1,343 $786 $2,129  $1,643 $(536) $1,107

Gross margin for the years ended December 31, 2008 and 2007, is further detailed as follows (in millions):

Year Ended December 31, 2008
Mid- Other

Atlantic Northeast California Operations Eliminations Total
Energy .......covvvvennnnnnnn $ 517 $ 73 $ 4 $U7) $6 $ 583
Contracted and capacity ........ 340 920 123 — — 553
Realized value of hedges ....... __& _2_6 = = = 207
Total realized gross margin . .. 1,038 189 127 an 6 1,343
Unrealized gross margin ....... 676 _(10) = 120 — __ 786
Total gross margin .......... $1,714 $179 $127 $103 $6 $2,129
Year Ended December 31, 2007
Mid- Other
Atlantic Northeast California Qperations Eliminations Total
ENergy ......covuuvninneenns $ 686 $128 $ 3 $109 $18 $ 944
Contracted and capacity ........ 196 87 132 17 — 432
Realized value of hedges ....... 202 65 — — — 267
Total realized gross margin . . . 1,084 280 135 126 18 1,643
Unrealized gross margin ....... 479) 43) — (14) — (536)
Total gross margin . ......... $ 605 $237 $135 $112 $18 $1,107

Energy represents gross margin from the generation of electricity, fuel sales and purchases at market
prices, fuel handling, steam sales and our proprietary trading and fuel oil management activities.

Contracted and capacity represents gross margin received from capacity sold in ISO and RTO
administered capacity markets, through RMR contracts, through tolling agreements, and from ancillary
services. For the year ended December 31, 2007, contracted and capacity also included the Back-to-Back
Agreement, which was terminated on August 10, 2007. See Note 17 to our consolidated financial statements
contained elsewhere in this report for further discussion of the Pepco Settlement Agreement.

Realized value of hedges represents the actual margin upon the settlement of our power and fuel
hedging contracts and the difference between market prices and contract costs for our coal supply contracts.
Power hedging contracts include sales of both power and natural gas used to hedge power prices as well as
hedges to capture the incremental value related to the geographic location of our physical assets.
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Unrealized gross margin represents the net unrealized gain or loss on our derivative contracts that are
recorded as derivative contract assets and liabilities on our consolidated balance sheets, including the
reversal of unrealized gains and losses recognized in prior periods and changes in value for future periods.

Our gross margin for the year ended December 31, 2008, was $2.129 billion as compared to $1.107 billion
for the same period in 2007. The increase in gross margin, which includes net unrealized gains and losses from
our hedging activities, was principally a result of the following:

An increase of $1.322 billion in unrealized gross margin was comprised of the following:

® unrealized gains of $786 million in 2008, which include a $460 million net increase in the value of
hedge contracts for future periods primarily related to changes in forward power and natural gas prices
in 2008 and $326 million from the settlement of power and fuel contracts during the period for which
net unrealized losses had been recorded in prior periods; and

® unrealized losses of $536 million in 2007, which include $438 million from the settlement of power
and fuel contracts during the period for which net unrealized gains had been recorded in prior periods
and a $98 million net decrease in the value of hedge contracts for future periods primarily related to
increases in forward power prices in 2007.

A decrease of $300 million in realized gross margin primarily attributable to:

® adecrease in energy of $361 million as a result of an increase in fuel prices, lower generation volumes
and a decrease in the contribution of proprietary trading and fuel oil management activities, partially
offset by an increase in power prices and a decrease in the cost of emissions allowances;

® adecrease of $60 million in realized value of hedges as a result of a decrease in the settlement value of
power hedges, reduced by an increase in the amount by which market prices for coal exceeded the
contract prices for the coal that we purchased under our long-term agreements; partially offset by

® anincrease in contracted and capacity of $121 million primarily resulting from a full year of PJIM RPM
capacity payments in 2008 in the Mid-Atlantic. The contracted and capacity gross margin for 2007 includes a
refund to us of $36 million for payments made under the Back-to-Back Agreement for periods after May 31,
2000, as a result of the Pepco Settlement Agreement becoming fully effective in August 2007.

Mid-Atlantic

Our Mid-Atlantic segment, which accounts for approximately 50% of our net generating capacity, includes
four generating facilities with total net generating capacity of 5,230 MW.

The following tables summarize the results of operations of our Mid-Atlantic segment (in millions):

Years Ended December 31,

Increase/
2008 2007 (Decrease)
Realized gross margin ................. ... ... .. .. ... . ... $1,038 $1,084 $ 46)
Unrealized grossmargin .................................. 676 (479) 1,155
Total grossmargin. . ........... ... ... 1,714 605 1,109
Operating Expenses:
Operations and maintenance ............................. 412 360 52
Depreciation and amortization ......................... .. 92 81 11
Gain on sales of assets,net ........................ ... ... (8) — (8)
Total operating expenses . ................... ... iiii.... 496 441 55
Operating income . ............. ... ... ... 1,218 164 1,054
Total other expense (income), net ........................... 1 (5) 6
Income from continuing operations before reorganization items,
netand inCOME taxes ....................couvuuunnoo.... $1,217 $ 169 $1,048




Gross Margin

Years Ended December 31,

Increase/

2008 2007 (Decrease)

BNEIEY « v eveve e et e $ 517 $ 686 $ (169)
Contracted and capacity .. ..... ..ot 340 196 144

Realized value of hedges .......... ...t 181 202 21

Total realized gross margin ... 1,038 1,084 (46)
Unrealized gross margin ...............oooooiiiiii 676 479) 1,155
Total ross MATZIN . . ... ovvonenneane e $1,714 $ 605 $1,109

The decrease of $46 million in realized gross margin was principally a result of the following:

a decrease of $169 million in energy, primarily as a result of a substantial increase in the price of coal,
partially offset by an increase in power prices and a decrease in the cost of emissions allowances. The
decrease in energy also includes a $13 million lower of cost or market fuel oil inventory adjustment
recognized in the fourth quarter of 2008. In addition, generation volumes decreased 11% as a result of
contracting dark spreads, lower demand that resulted in less generation from our intermediate and
peaking facilities and second quarter 2008 planned outages to allow for the installation of emissions
control equipment as part of our compliance with the Maryland Healthy Air Act;

a decrease of $21 million in realized value of hedges primarily as a result of a decrease in the
settlement value of power hedges. In 2008, the average market prices for power exceeded the
settlement value of power contracts. In 2007, the settlement value of power contracts exceeded market
prices. The decrease in power hedges was partially offset by an increase in the amount by which
market prices for coal exceeded the contract prices for the coal that we purchased under our long-term
agreements; partially offset by

an increase of $144 million in contracted and capacity primarily related to higher capacity revenues for
2008 as a result of the commencement of the PJM RPM capacity market in June 2007.

The increase of $1.155 billion in unrealized gross margin was comprised of the following:

unrealized gains of $676 million in 2008, which include a $399 million net increase in the value of
hedge contracts for future periods primarily related to changes in forward power and natural gas prices
in 2008 and an increase of $277 million from power and fuel contracts that settled during the period for
which net unrealized losses had been recorded in prior periods; and

unrealized losses of $479 million in 2007, which include $270 million from the settlement of power
and fuel contracts during the period for which net unrealized gains had been recorded in prior periods
and a $209 million net decrease in the value of hedge contracts for future periods primarily related to
increases in forward power prices in 2007.

Operating Expenses

The increase of $55 million in operating expenses is primarily a result of the following:

an increase of $52 million in operations and maintenance expense, which includes:

® an increase of $29 million related to the timing of our planned outages and an increase in labor
and chemical costs related to our pollution control equipment; and

® $23 million in increased allocated corporate overhead costs. With the completion of several
dispositions by Mirant in the second and third quarters of 2007 and the shutdown of units 3 and 4
of the Lovett generating facility in the second quarter of 2007, Mirant Mid-Atlantic received a
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greater allocation of Mirant’s corporate overhead costs in the year ended December 3 1, 2008, than

in the same period in 2007;

® an increase of $11 million in depreciation and amortization expense related to pollution control
equipment placed in service as part of our compliance with the Maryland Healthy Air Act; partially

offset by

® an increase of $8 million in gain on sales of assets, net primarily as a result of the sales of emissions

allowances in 2008.

Northeast

Our Northeast segment is comprised of our three generating facilities located in Massachusetts and one

generating facility located in New York with total net generating capacity of 2,535 MW.

The following tables summarize the results of operations of our Northeast segment (in millions):

Years Ended December 31,

Increase/
2008 2007 (Decrease)
Realized grossmargin ............................... .. $189 $280 $ 9D
Unrealized gross margin . ................0uuuoooooo.. .. (10) 43) 33
Total grossmargin ................. ... ... ... ........ 179 237 (58)
Operating Expenses:
Operations and maintenance .......................... 167 179 (12)
Depreciation and amortization . ........................ 19 25 (6)
Impairment losses .................... ... . ... . ... ... — 175 (175)
Gain on sales of assets, net ........................... 30) (49) 19
Total operating expenses ............................... 156 330 (174)
Operating income (10ss) . ............................... 23 93) 116
Total other income, net .....................c.0oo .. ... 1 7 6
Income (loss) from continuing operations before reorganization
itemns, net and income taxes . .................ouooo. ... $ 24 $(86) $110
Gross Margin
Years Ended December 31, Increase/
2008 2007 (Decrease)
Energy ... $ 73 $128 $(55)
Contracted and capacity ............................... 90 87 3
Realized value of hedges ............................ .. 26 65 (39)
Total realized grossmargin . .......................... 189 280 on
Unrealized gross margin ................. ... ... ... ... (10) 43) 33
Total gross margin ................................. $179 $237 $(58)

The decrease of $91 million in realized gross margin was principally a result of the following:

® adecrease of $55 million in energy, primarily as a result of the shutdown of the Lovett facility, lower

generation volumes and increased fuel costs, partially offset by higher power prices; and

® adecrease of $39 million in realized value of hedges for our generation output, as a result of a decrease
in the amount by which the settlement value of power contracts exceeded market prices and lower
volumes hedged in 2008, partially offset by an increase in the settlement value of fuel contracts.
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The increase of $33 million in unrealized gross margin was comprised of unrealized losses of $10 million in
2008 compared to $43 million in 2007. The unrealized losses were related to the settlement of power and fuel
contracts during the period for which net unrealized gains had been recorded in prior periods and decreases in
value associated with forward power and fuel contracts for future periods primarily as a result of increases in
forward power prices.

Operating Expenses

The decrease of $174 million in operating expenses was principally the result of the following:

® adecrease of $175 million as a result of the impairment loss on our Lovett facility recognized in the
second quarter of 2007. See Note 5 to our consolidated financial statements contained elsewhere in this
report for additional information related to this impairment;

® adecrease of $12 million in operations and maintenance expense primarily related to the Lovett
facility, which includes a decrease of $33 million in operating costs, partially offset by $17 million of
shutdown costs at the Lovett facility incurred in 2008. See Note 5 to our consolidated financial
statements contained elsewhere in this report for additional information related to the shutdown of the
Lovett facility; and

® adecrease of $19 million in gain on sales of assets. In 2008, subsidiaries in our Northeast segment
recognized a gain of $30 million, of which $24 million related to emissions allowances sold to third
parties. In 2007, subsidiaries in our Northeast segment recognized a gain of $49 million which includes
a $14 million gain on the sale of certain ancillary equipment included in the sale of the six U.S. natural
gas-fired facilities and a $33 million gain on the sales of emissions allowances, of which $11 million
related to emissions allowances sold to Mirant Mid-Atlantic that are eliminated in our consolidated
statement of operations.

California

Our California segment consists of the Contra Costa, Pittsburg and Potrero facilities with total net
generating capacity of 2,347 MW.

The following tables summarize the results of operations of our California segment (in millions):

Years Ended December 31,

Increase/
2008 2007 (Decrease)
Realized gross margin . ..........c.oooveneeecmneane e $127 $135 $ (8)
Unrealized gross margin ............c.o.oveeonnnneens = = =
Total grOSS MArIN . ...t ovveneme e 127 135 ®)
Operating Expenses:
Operations and MaiNtenance ..................oooe-eee 76 74 2
Depreciation and amortization . . ........ ..ot 23 13 10
Gain on sales of assets, NEt . ........ouernir e ©) 2) 5)
Total Operating €Xpenses . ..........cceoveoeransccnee s 92 85 7
Operating iNCOME . . .« .o vvvvnerc e 35 50 (15)
Total other expense (income), NEL . .. ...vveven i 1 5 6
Income from continuing operations before reorganization items,
net and iNCOME LAXES ..o v vvenevnnorneneennnomnneenens 34 $ 55 $(21)
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Gross Margin

Years Ended December 31,

Increase/
2008 2007 (Decrease)
Energy ... .. . $ 4 $ 3 $1
Contracted and capacity ....................... ... .. ... 123 132 9
Total realized gross margin ..................... ... ... 127 135 ®)
Unrealized grossmargin ............................. .. — — —
Total grossmargin ............... ... .. ... ... ... ... $127 $135 $(8)

The decrease of $9 million in contracted and capacity includes a $3 million lower of cost or market fuel oil
inventory adjustment recognized in the fourth quarter of 2008 and extended outages at unit 3 of the Potrero
generating facility in the first quarter of 2008.

Operating Expenses

The increase of $7 million in operating expenses was principally the result of higher development costs and
higher depreciation expense in 2008, partially offset by lower maintenance expenses and an increase in gains on
sales of assets, net primarily as a result of the sales of emissions allowances in 2008.

Other Operations

Other Operations includes proprietary trading and fuel oil management activities, unallocated corporate
overhead, interest on debt at Mirant Americas Generation and Mirant North America and interest income on our
invested cash balances. For the year ended December 31, 2007, Other Operations also included gains and losses
related to the Back-to-Back Agreement, which was terminated pursuant to a settlement that became effective in
the third quarter of 2007. See “Pepco Litigation” in Note 17 to our consolidated financial statements contained
elsewhere in this report for further discussion of the Back-to-Back Agreement.

The following tables summarize the results of operations of our Other Operations segment (in millions):

Years Ended December 31, Increase/
2008 2007 (Decrease)
Realized gross margin .............. ... ... ... ... .. .. .. $A7) $ 126 $(143)
Unrealized gross margin ........................... .. .. 120 (14) 134
Total gross margin .. ............... ... ... ... ... . ... .. 103 112 )]
Operating Expenses:
Operations and maintenance ........................ .. 28 94 (66)
Depreciation and amortization . ................. ... .. .. 10 10 —
Gain on sales of assets,net .................. ... .. ... ) (5) 3
Total operating expenses ............................... 36 99 (63)
Operatingincome ............... ... ......... ... .. .. 67 13 54
Total other expense (income), net .................... .. .. 123 (282) 405
Income (loss) from continuing operations before reorganization
items, net and inCome taxes .. ................ooonnn. .. $(56) 295 $(351)
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Gross Margin

Years Ended December 31, Increase/
2008 2007 (Decrease)
RS v AT R $(17) $109 $(126)
Contracted and capacity . ............ooaaeeeiaenes — 17 a7
Total realized gross margin . ..........cooeeereeines Qa7 126 (143)
Unrealized gross margin . ...........ooveererner e 120 (14) 134
Total gross MArgin . ... ..ocnvneenrneeonensonansnes $103 $112 9)

The decrease of $143 million in realized gross margin was principally a result of the following:

@ adecrease of $126 million in energy, comprised of a $83 million decrease from fuel oil management
activities, a $37 million lower of cost or market fuel oil inventory adjustment recognized in the fourth
quarter of 2008 and a $6 million decrease from proprietary trading activities. The significant decrease
in the contribution from fuel oil management activities primarily relates to the timing of the settlement
of contracts used to hedge the fair value of fuel oil inventory compared to the timing of the use or sale
of the fuel oil; and

® a decrease of $17 million in contracted and capacity resulting from the termination of the Back-to-Back
Agreement in the third quarter of 2007. See Note 17 to our consolidated financial statements contained
elsewhere in this report for additional information related to the Pepco Settlement Agreement.

The increase of $134 million in unrealized gross margin was comprised of the following:

® unrealized gains of $120 million in 2008, which include a $65 million net increase in the value of
contracts for future periods primarily related to changes in forward power prices in 2008 and an
increase of $55 million from power and fuel contracts that settled during the period for which net
unrealized losses had been recorded in prior periods; and

e unrealized losses of $14 million in 2007, including:

e $102 million of unrealized losses related to proprietary trading and fuel oil management activities
which include $115 million from the settlement of power and fuel contracts during the year for
which unrealized gains had been recorded in prior periods and a $13 million net increase in value
associated with contracts for future periods; partially offset by

e $88 million of unrealized gains on the Back-to-Back Agreement and related hedges. The
Back-to-Back Agreement was terminated in the third quarter of 2007.

Operating Expenses
The decrease of $63 million in operating expenses was primarily a result of a decrease of $66 million in

operations and maintenance expense, which include:

® adecrease of $32 million resulting from the 2007 increase in our estimated obligation to MC Asset
Recovery under the Plan. See Note 16 to our consolidated financial statements contained elsewhere in
this report for additional information related to MC Asset Recovery;

e 2 decrease of $26 million related to corporate overhead costs included in Other Operations in 2007 but
allocated across Mirant’s operating segments in 2008;

@ adecrease of $16 million related to the 2007 bonus plan for dispositions;
® a decrease of $9 million related to litigation contingencies; partially offset by

an increase of $27 million related to a decrease in curtailment gains on pension and postretirement
benefits reflected as a reduction of operations and maintenance expense.
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Other Expense (Income), Net

Other expense (income), net decreased $405 million primarily as a result of the following:

® adecrease in other, net of $348 million, which includes a gain of $341 million in 2007 resulting from
the termination of the Back-to-Back Agreement and a gain of $2 million for the refund of excess
proceeds from the sales of shares distributed to Pepco, both as a result of the Pepco Settlement
Agreement becoming fully effective. See Note 17 to our consolidated financial statements contained
elsewhere in this report for additional information related to the Pepco Settlement Agreement;

® adecrease of $130 million in interest income primarily related to lower average cash balances and
lower interest rates on invested cash; partially offset by

® adecrease of $73 million in interest expense related to lower debt outstanding and higher interest
capitalized on construction projects in 2008.

Other Significant Consolidated Statements of Operations Comparison
Discontinued Operations

For the year ended December 31, 2008, income from discontinued operations was $50 million and included
insurance recoveries related to the Sual generating facility outages that occurred prior to the sale.

For the year ended December 31, 2007, income from discontinued operations was $1.562 billion and
included:

® apre-tax gain of $2.003 billion on the sale of the Philippine business, a pre-tax gain of $63 million on
the sale of the Caribbean business, a reduction to the previous impairment of six U.S. natural gas-fired
facilities of $30 million and a gain of $8 million on the sale of Mirant NY-Gen; partially offset by

® an income tax provision of $704 million related to the sale of the Philippine business; and

® operating results for the discontinued operations.

See Note 11 to our consolidated financial statements contained elsewhere in this report for additional
information related to the dispositions and discontinued operations.

2007 versus 2006
Gross Margin Overview

The following table details realized and unrealized gross margin by operating segment (in millions):

Years Ended December 31,

2007 2006
Realized Unrealized Total Realized Unrealized Total
Mid-Atlantic .. ............. .. $1,084 $(479) $ 605 $ 834 $484 $1,318
Northeast ................... 280 43) 237 286 61 347
California ................... 135 — 135 112 3 115
Other Operations ............. 126 14) 112 11 107 118
Eliminations . ................ 18 — 18 38 -— 38
Total ..................... $1,643 $(536) $1,107  $1,281 $655 $1,936
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Gross margin for the years ended December 31, 2007 and 2006, is further detailed as follows (in millions):
Year Ended December 31, 2007

Mid- Other
Atlantic Northeast California Operations Eliminations  Total
201 - A R R R R $ 686  $128 $ 3 $109 $18 $ 944
Contracted and capacity .................. 196 87 132 17 — 432
Realized value of hedges . . ................ 202 65 — — — 267
Total realized gross margin . ............. 1,084 280 135 126 18 1,643
Unrealized gross margin .................. 479) 43) — (14) — (536)
Total Gross Margin . ..........c.o.ceeeeen $ 605  $237 $135 $112 $18 $1,107
Year Ended December 31, 2006
Mid- Other
Atlantic Northeast California Operations Eliminations Total
EDEIEY - v vviiineeennenen s $ 532 $117 $ 14 $N $38 $ 772
Contracted and capacity .................. 39 44 101 (60) — 124
Realized value of hedges . .. ............... 263 125 3 — = 385
Total realized gross margin . ............. 834 286 112 11 38 1,281
Unrealized gross margin .................. 484 61 3 107 — 655
Total Gross Margin ...............co... $1,318  $347 $115 $118 $38 $1,936

Energy represents gross margin from the generation of electricity, fuel sales and purchases at market
prices, fuel handling, steam sales and our proprietary trading and fuel oil management activities.

Contracted and capacity represents gross margin received from capacity sold in ISO and RTO
administered capacity markets, through RMR contracts, through tolling agreements and from ancillary
services. For the years ended December 31, 2007 and 2006, contracted and capacity also included the
Back-to-Back Agreement, which was terminated on August 10, 2007. See Note 17 to our consolidated
financial statements contained elsewhere in this report for further discussion of the Pepco Settlement
Agreement.

Realized value of hedges represents the actual margin upon the settlement of our power and fuel
hedging contracts and the difference between market prices and contract costs for our coal supply contracts.
Power hedging contracts include sales of both power and natural gas used to hedge power prices as well as
hedges to capture the incremental value related to the geographic location of our physical assets.

Unrealized gross margin represents the net unrealized gain or loss on our derivative contracts that are

recorded as derivative contract assets and liabilities on our consolidated balance sheets, including the
reversal of unrealized gains and losses recognized in prior periods and changes in value for future periods.

Our gross margin for the year ended December 31, 2007, was $1.107 billion as compared to $1.936 billion
for the same period in 2006. The decrease in gross margin, which includes net unrealized gains and losses from
our hedging activities, was principally a result of the following:

A decrease of $1.191 billion in unrealized gross margin was comprised of the following:

® unrealized losses of $536 million in 2007, which include $438 million from the settlement of power
and fuel contracts during the period for which net unrealized gains had been recorded in prior periods
and a $98 million net decrease in the value of hedge contracts for future periods primarily related to
increases in forward power prices in 2007; and

® unrealized gains of $655 million in 2006, which include a $433 million net increase in the value of
hedge contracts for future periods primarily related to decreases in forward power prices in 2006 and
$222 million from the settlement of power and fuel contracts during the period for which net unrealized
losses had been recorded in prior periods.
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An increase of $362 million in realized gross margin primarily attributable to:

® anincrease in contracted and capacity of $308 million, which includes the refund by Pepco of
$36 million of payments made to it under the Back-to-Back Agreement for periods after May 31, 2006,
as a result of the Settlement Agreement with Pepco becoming fully effective in August 2007;

® an increase in energy of $172 million as a result of an increase in power prices, a decrease in emissions
prices, slightly higher generation volumes and the settlement of favorable fuel oil management
positions; partially offset by

® adecrease of $118 million in incremental realized value of hedges.
Mid-Atlantic

Our Mid-Atlantic segment, which accounts for approximately half of our net generating capacity, includes
four generating facilities with total net generating capacity of 5,230 MW.

The following tables summarize the results of operations of our Mid-Atlantic segment (in millions):

Years Ended December 31, Increase/

2007 2006 (Decrease)
Realized gross margin ............................. .. .. $1,084 $ 834 $ 250
Unrealized gross margin .................. ... ... ... ... 479) 484 (963)
Total grossmargin ............ ... ... ... ... ... .. .. 605 1,318 (713)
Operating Expenses:
Operations and maintenance .......................... 360 333 27
Depreciation and amortization .. ................... .... 81 74 7
Gain on sales of assets, net ................ ....... .. .. — @) 7
Total operating expenses ............................ ... 441 400 41
Operating income . . . . . JE 164 918 (754)
Total other expense (income), net ........................ 5 @ (H
Income from continuing operations before reorganization items,
net and income taxes ........................... ... . $ 169 $ 922 @)
Gross Margin
Years Ended December 31, Increase/
2007 2006 (Decrease)
Energy ... ... $ 686 $ 532 $154
Contracted and capacity ........................... .. .. 196 39 157
Realized value of hedges ......................... ... .. 202 263 (61)
Total realized gross margin . ........................ .. 1,084 834 250
Unrealized grossmargin .................. ... ... ... ... 479) 484 (963)
Total grossmarginn ....................... ... $ 605 $1,318 $(713)

The increase of $250 million in realized gross margin was principally a result of the following:

® anincrease of $154 million in energy, primarily because of an increase in power prices, a decrease in
emissions prices and slightly higher generation volumes:;

® an increase of $157 million in contracted and capacity related to higher capacity revenues from the
PJM RPM, which became effective in June 2007. See Item 1. “Regulatory Environment” for further
discussion of RPM; and
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® adecrease of $61 million in realized value of hedges of our generation output primarily as a result of a
decrease in the amount by which the settlement value of power contracts exceeded market prices.

The decrease of $963 million in unrealized gross margin was comprised of the following:

e unrealized losses of $479 million in 2007, which include $270 million from the settlement of power
and fuel contracts during the period for which net unrealized gains had been recorded in prior periods
and a $209 million net decrease in the value of hedge contracts for future periods primarily related to
increases in forward power prices in 2007, and

® unrealized gains of $484 million in 2006, which include a $312 million net increase in the value of
hedge contracts for future periods primarily as a result of decreases in forward power prices in 2006
and $172 million from the settlement of power and fuel contracts during the year for which net
unrealized losses had been recorded in prior periods, particularly during the high energy prices of late
2005.

Operating Expenses

Operating expenses increased $41 million primarily as a result of the following:

® an increase of $27 million in operations and maintenance expense, of which $18 million was related to
higher maintenance performed in conjunction with planned outages for the installation of poliution
control equipment and $8 million related to increased corporate overhead allocations as a result of the
dispositions in 2007,

® an increase of $7 million in depreciation and amortization expense primarily related to equipment to
improve environmental performance; and

® adecrease of $7 million in gain on sales of assets, net primarily related to a gain of $6 million on the
sale of a building in 2006.

Northeast

Our Northeast segment is comprised of our facilities located in Massachusetts and New York with total net
generating capacity of 2,535 MW.

The following tables summarize the results of operations of our Northeast segment (in millions):

Years Ended December 31,

Increase/
2007 2006 (Decrease)
Realized gross Margin . .........oonvveeonneeennnee oo, $280 $286 $ ©
Unrealized gross margin ...t _(43) _ 6l _(104)
Total gross MAargin .. ........cevovoiiiineee s 237 347 (110)
Operating Expenses:
Operations and MAINENANCE . . ...t e 179 116 63
Depreciation and amortization . . ............oeennn 25 25 —
Impairment J0SSES . ... ..vvvneiet i 175 118 57
Gain on salesof assets, net .............coeneinennnn _(49) _(46) RS
Total Operating eXpenses . . ............oeeeeoe et s 330 213 117
Operating income (1088) . .. .....ooiiivenerre 93) 134 227)
Total other expense (income), net ...........oooevvoveinn @) 9 (16)
Income (loss) from continuing operations before
reorganization items, net and income taxes ............... $(86) $125 $Q211)
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Gross Margin

Years Ended December 31, Increase/
2007 2006 (Decrease)
Energy ............coooiiin. P $128 $117 $ 11
Contracted and capacity ............................... 87 44 43
Realized valueof hedges .............................. 65 125 (60)
Total realized grossmargin . . ......................... 280 286 6)
Unrealized gross margin . .............................. (43) 61 (104)
Total grossmargin ....................... ... ... $237 $347 $(110)

The decrease of $6 million in realized gross margin was principally a result of the following:

® adecrease of $60 million in realized value of hedges of our generation output, primarily as a result of a

decrease in the amount by which the settlement value of power contracts exceeded market prices;

® an increase of $43 million in contracted and capacity from the implementation of the new FCM in the

ISO-NE. See Item 1. “Regulatory Environment” for further information on the implementation of the

new FCM; and

® an increase of $11 million in energy, primarily because of an increase in power prices and higher

generation volumes.

The decrease of $104 million in unrealized gross margin was comprised of the following:

® unrealized losses of $43 million in 2007, which include $57 million from the settlement of power and

fuel contracts during the period for which unrealized gains had been recorded in prior periods, partially
offset by a $14 million net increase in the value of hedge contracts for future periods primarily related

to decreases in forward power prices in 2007; and

® unrealized gains of $61 million in 2006, which include a $50 million net increase in the value of hedge

contracts for future periods primarily related to decreases in forward power prices in 2006 and $11

million from the settlement of power and fuel contracts during the year for which unrealized losses had

been recorded in prior periods, particularly during the high energy prices of late 2005,
Operating Expenses

Operating expenses increased $117 million primarily as a result of the following:

® an increase of $63 million in operations and maintenance which included:

® anincrease of $71 million in 2007, which represents that portion of the 2006 New York property
tax settlement that reduced operating expenses for 2006, but which related to prior periods. See
Note 17 to our consolidated financial statements contained elsewhere in this report for further

discussion; and

® adecrease of $6 million related to a decrease in maintenance costs primarily as a result of the

shutdown of Lovett units 3 and 4 in 2007 and repairs on Lovett unit 5 in 2006.

® an increase of $57 million in impairment losses. In 2007, we recorded an impairment loss of
$175 million on our Lovett facility. In 2006, we recorded an impairment loss of $118 million on the
Bowline unit 3 suspended construction project. See Note 5 to our consolidated financial statements

contained elsewhere in this report for additional information related to these impairments,
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California

Our California segment consists of the Contra Costa, Pittsburg and Potrero facilities with total net
generating capacity of 2,347 MW.

The following tables summarize the results of operations of our California segment (in millions):

Years Ended December 31,

Increase/
2007 2006 (Decrease)
Realized gross MAargin . .........ooueeemeneenerannne. $135 $112 $23
Unrealized gross margin ...............ooioiiiien e, — 3 3)
Total gross Margin ............oooviiiiiiiiiiiii 135 115 20
Operating Expenses:
Operations and MAiNteNANCe . ... ...........ooveeveeno. 74 63 11
Depreciation and amortization . . ............ ..o 13 13 —
Gain on sales of assets, net . ...t ) — 2)
Total Operating €Xpenses . ... ......c.veeeeeonre e anee- 85 76 9
OPperating iNCoOME . . . ..o vvv et 50 39 11
Total other expense (income), net . ... (5) (34) 29
Income from continuing operations before reorganization items,
net and INCOME tAXES . ..ot vvvv e cieineii e $55 $73 $(18)
Gross Margin
Years Ended December 31, Increase/
2007 2006 (Decrease)
| TS0 A e $ 3 $ 14 $(11)
Contracted and capacity . ..........ooveevnriien. 132 101 31
Realized value of hedges ............ ... oot — 3) 3
Total realized gross margin ...............oooiiiiiiaen 135 112 23
Unrealized gross margin ...............ccooooiioinieenn. — 3 3)
Total gross MArgin ... ......oneeeeuueemnnmeeaneeeenns $135 $115 $ 20

The increase in our contracted and capacity gross margin and decrease in our energy gross margin were
primarily a result of the commencement of a new tolling agreement in the first quarter of 2007 at our Contra
Costa and Pittsburg facilities. See Item 1. “Business Segments” for additional information regarding the tolling
agreement.

Operating Expenses

The increase of $9 million in operating expenses includes an increase of $11 million in operations and
maintenance expense in 2007, resulting from higher maintenance costs related to outages and a $5 million
property tax settlement in 2006.

Other Expense (Income), Net

The decrease of $29 million in other expense (income), net is primarily a result of a gain of $26 million in
2006 related to the transfer of Contra Costa unit 8 to PG&E. See “California Settlement” in Note 17 to our
consolidated financial statements contained elsewhere in this report for further discussion.
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Other Operations

Other Operations includes proprietary trading, fuel oil management and gains and losses related to the
Back-to-Back Agreement, which was terminated pursuant to a settlement that became effective in the third
quarter of 2007. See “Pepco Litigation” in Note 17 to our consolidated financial statements contained elsewhere
in this report for further discussion of the Back-to-Back Agreement. Other Operations also includes unallocated
corporate overhead, interest on debt at Mirant Americas Generation and Mirant North America and interest

income on our invested cash balances.

The following tables summarize the results of operations of our Other Operations segment (in millions):

Realized grossmargin ................................
Unrealized gross margin ..............................

Total grossmargin .................... ... .0,

Operating Expenses:
Operations and maintenance .........................
Depreciation and amortization ........................
Impairmentlosses .................................
Gain on sales of assets, net ..........................

Total operating expenses .................ooveennnn....

Operatingincome . .............. ... ... ....ciiiinn..
Total other expense (income),net .......................

Income (loss) from continuing operations before
reorganization items, net and income taxes ..............

Gross Margin

Energy ... ... ..
Contracted and capacity ..............................

Total realized gross margin .........................
Unrealized gross margin .............................

Total grossmargin ................................

Years Ended December 31, Increase/
2007 2006 (Decrease)
$ 126 $ 11 $ 115
(14) 107 (121)
112 118 (6)
9% 80 14
10 25 (15)
_ 1 (D
e 4y 3
99 66 _ 3
13 52 (39
(282) 128 _(410)
$ 295 $(76) $371
Years Ended December 31, Increase/
2007 2006 (Decrease)
$109 $ 71 $ 38
17 (60) _n
(14) 107 (121)
$112 $118 $ ©

The increase of $115 million in realized gross margin was principally a result of the following:

® an increase of $77 million in contracted and capacity related to a decrease in realized losses on the
Back-to-Back Agreement and the related hedges of this contract and, as a result of the Settlement
Agreement with Pepco becoming fully effective in August 2007, the refund by Pepco of $36 million of
payments made to it under the Back-to-Back Agreement for periods after May 31, 2006; and

® an increase of $38 million in energy related to our proprietary trading and fuel oil management
activities as favorable positions entered into prior to 2007 were settled in the current period.

The decrease of $121 million in unrealized gross margin was comprised of the following:

® unrealized losses in 2007 of $14 million, including:

® unrealized losses on proprietary trading and fuel oil management activities of $102 million, which
include $115 million from the settlement of power and fuel contracts during the period for which
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unrealized gains had been recorded in prior periods and a $13 million net increase in value
associated with contracts for future periods; partially offset by

® unrealized gains on the Back-to-Back Agreement and related hedges of $88 million primarily as a
result of an increase in forward value related to the prices for forward capacity in PJM and the
resulting decrease in the fair value of the liability of that agreement.

® unrealized gains in 2006 of $107 million, which include unrealized gains on proprietary trading and
fuel oil management activities of $61 million and unrealized gains on the Back-to-Back Agreement of
$46 million.

Operating Expenses

Operating expenses increased $33 million primarily as a result of the following:

® adecrease of $35 million in gain on sales of assets, net primarily as a result of the 2006 gain on the sale
of our remaining claims in the Enron bankruptcy;

® an increase of $14 million in operations and maintenance expense primarily as a result of the
following:

® an increase of $35 million related to the accrual for costs of MC Asset Recovery that we are
required to pay under the terms of the Plan. See Note 16 to our consolidated financial statements
contained elsewhere in this report for further discussion;

® an increase of $27 million related to an increase in incentive compensation, including a bonus plan
established in connection with the disposition in 2007 of certain businesses and assets;

® an increase of $9 million in litigation contingency accruals; partially offset by

® adecrease related to a curtailment gain of $32 million resulting from an amendment to our
postretirement benefits plan;

® adecrease of $19 million in bankruptcy related charges and prepetition disputes; and
® a decrease of $15 million in depreciation expense as a result of the complete depreciation of certain
computer equipment.

Other Expense (Income), Net

Other expense (income), net decreased $410 million primarily as a result of the following:
® a gain of $341 million resulting from the termination of the Back-to-Back Agreement;

® an increase of $126 million in interest income related to increased cash balances as a result of the
proceeds from dispositions completed in 2007; partially offset by

® adecrease in gain on sales of investments, which included a gain of $54 million in 2006 from the sale
of a portion of our investment in InterContinental Exchange and $19 million on the sale of our two
NYMEZX seats and shares.
Other Significant Consolidated Statements of Operations Comparison

Provision (Benefit) for Income Taxes

The provision for income taxes increased by $559 million for the year ended December 31, 2007, compared
to 2006, primarily as a result of the $552 million benefit in 2006 related to the release of the valuation allowance
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pertaining to deferred tax assets previously recorded. The 2006 benefit included the estimated value of the NOLs
that were used to offset the 2007 taxable gain resulting from the sale of the Philippine business.

Discontinued Operations

For the year ended December 31, 2007, we reported net income from discontinued operations of $1.562
billion, which includes the reclassification of the results of operations related to the dispositions. Income from
discontinued operations increased $1.450 billion for the year ended December 31, 2007, as compared to 2006
primarily as a result of the following:

® anincrease of $2.479 billion in gain on sales of assets, which included:
® an increase of $2.003 billion as a result of the sale of the Philippine business in 2007;
® an increase of $63 million as a result of the gain on the sale of the Caribbean business in 2007;

® an increase of $405 million as a result of the impairments recorded on six U.S. natural gas-fired
facilities. For the year ended December 31, 2006, we recorded total impairments of $375 million.
For the year ended December 31, 2007, we recorded a reduction to the impairment of $30 million;
and

® an increase of $8 million as a result of the sale of NY-Gen in 2007.

® a 2007 gain of $24 million related to the agreement for Wrightsville transmission credits. See Note 11
to our consolidated financial statements contained elsewhere in this report for additional information
on the Wrightsville transmission credits;

® an increase in the provision for income taxes of $793 million, primarily related to the sale of the
Philippine business; and

® adecrease of $260 million in income from discontinued operations because of the completion of the
dispositions, which occurred in the second and third quarters of 2007.

See Note 11 to our consolidated financial statements contained elsewhere in this report for additional
information related to discontinued operations.

Reorganization Items, net

Reorganization items, net for the years ended December 31, 2007 and 2006, are comprised of the following
(in millions):

Years Ended December 31,
Increase/
_%ﬂ 2006 (Decrease)
Gain on the New York property tax settlement ..................... $—  $3163) $163
Professional fees and administrative expense ....................... 3 2 1
Interestincome, net . ...... ... ... . ... .. _(5) L ﬁ) 2)
Total ... ... $2) $(164) $162

Under the terms of the New York property tax settlement, in February 2007 we received refunds totaling
approximately $163 million for 1995 through 2003 and paid unpaid but accrued taxes of approximately $115
million for 2003 through 2006. See Note 17 to our consolidated financial statements contained elsewhere in this
report for additional information.
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Liquidity and Capital Resources
Sources of Funds and Capital Structure

The principal sources of liquidity for our future operations and capital expenditures are expected to be:
(1) existing cash on hand and cash flows from the operations of our subsidiaries; (2) letters of credit issued or
borrowings made under Mirant North America’s senior secured revolving credit facility; and (3) letters of credit
issued under Mirant North America’s senior secured term loan.

The table below sets forth total cash, cash equivalents and availability under credit facilities of Mirant
Corporation and its subsidiaries (in millions):

At December 31,
2008 2007
Cash and Cash Equivalents:

Mirant COTPOTAtION . . . .« .o o e et e te e e e et e e et $1,469 $4,232
Mirant Americas GENETALION . . . ..o v vt vn et ia st — 1
Mirant NOFth AMETICA . « . oo et et e e ettt 229 455
Mirant Mid=AtANTC « v v v v et et e et et e e 125 242
OURET .+ o e o o e e e e e e e e e e 8 31
Total cash and cash equivalents .............oovioiiiii i 1,831 4961
Less: Cash restricted and reserved for other purposes . ...........oveennriaenen-ne 2 15
Total available cash and cash equIivalents . .. .......oiiovan i 1,829 4,946
Available under credit facilities .. ... ..ot e 583 710
Total cash, cash equivalents and credit facilities availability .. ..... ..o $2.412 $5,656

We consider all short-term investments with an original maturity of three months or less to be cash
equivalents. At December 31, 2008, except for amounts held in bank accounts to cover upcoming payables, all of
our cash and cash equivalents were invested in AAA-rated U.S. Treasury money market funds.

Available under credit facilities at December 31, 2008, reflects a $45 million reduction as a result of the
expectation that Lehman Commercial Paper, Inc., which filed for bankruptcy in October 2008, will not honor its
$45 million commitment under the Mirant North America senior secured revolving credit facility. See Item 1A.
“Risk Factors” for a description of risks related to the lenders under our credit facility.
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We and certain of our subsidiaries, including Mirant Americas Generation and Mirant North America, are
holding companies. The chart below is a summary representation of our capital structure and is not a complete
corporate organizational chart.

Mirant Corporation
]
Mirant Americas

I
Mirant Americas Generation

* $535 million of 8.3% senior notes due 2011
* $450 million of 8.5% senior notes due 2021
* $400 million of 9.125% senior notes due 2031

Mirant North America

¢ $850 million of 7.375% senior notes due 2013

* Revolving credit and term loan facilities comprised of:
-Revolving credit facility, with $172 million letters of credit issued
as of December 31, 2008
-Term loan facility, $415 million outstanding, including $122 million
of letters of credit issued as of December 31, 2008

[ 1
Mirant California, Massachusetts and Mirant Mid-Atlantic
New York subsidiaries

. . . * Mirant Mid-Atlantic leveraged leases
¢ Guarantors of Mirant North America’s credit 8

facilities and senior notes

Except for existing cash on hand and, in the case of Mirant North America, borrowings and letters of credit
under its credit facilities, the Mirant Corporation, Mirant Americas Generation and Mirant North America
holding companies are dependent for liquidity on the distributions and dividends of their subsidiaries.

A significant portion of cash from our operations is generated by the power generation facilities of Mirant
Mid-Atlantic. Under the Mirant Mid-Atlantic leveraged leases, Mirant Mid-Atlantic is subject to a covenant that
restricts its right to make distributions to Mirant North America. Mirant Mid-Atlantic’s ability to satisfy the
criteria set by that covenant in the future could be impaired by factors which negatively affect its financial
performance, including interruptions in operation or curtailment of operations to comply with environmental
restrictions, significant capital and other expenditures and adverse conditions in the power and fuel markets.

Mirant North America is an intermediate holding company that is a subsidiary of Mirant Americas
Generation and the parent of its indirect subsidiaries, including Mirant Mid-Atlantic. Mirant North America
incurred certain indebtedness pursuant to its senior notes and senior secured credit facilities secured by the assets
of Mirant North America and its subsidiaries (other than Mirant Mid-Atlantic and Mirant Energy Trading). The
indebtedness of Mirant North America includes certain covenants typical in such notes and credit facilities,
including restrictions on dividends, distributions and other restricted payments. Further, the notes and senior
secured credit facilities include financial covenants that exclude from the calculation the financial results of any
subsidiary that is unable to make distributions or dividends at the time of such calculation. Thus, the inability of
Mirant Mid-Atlantic to make distributions to Mirant North America under the leveraged lease transaction would
have a material adverse effect on the calculation of the financial covenants under the senior notes and senjor
secured credit facilities of Mirant North America, including the leverage and interest coverage maintenance
covenants under its senior credit facility.

The ability of Mirant Americas Generation to pay its obligations is dependent on the receipt of dividends
from Mirant North America, capital contributions from Mirant Corporation and its ability to refinance all or a
portion of those obligations as they become due.
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Maintaining sufficient liquidity in our business is crucial in order to mitigate the risk of future financial
distress to us. Accordingly, we plan on a prospective basis for the expected liquidity requirements of our business
considering the factors listed below:

e expected expenditures with respect to maintenance activities and capital improvements, and related
outages;

e expected collateral posted in support of our business;

effects of market price volatility on the amount of collateral posted for economic hedge transactions
and risk management transactions;

effects of market price volatility on fuel pre-payment requirements;
seasonal and intra-month working capital requirements;

the development of new generating facilities; and

debt service obligations.

Our operating cash flows may be affected by, among other things: (1) demand for electricity; (2) the
difference between the cost of fuel used to generate electricity and the market value of the electricity generated;
(3) commodity prices (including prices for electricity, emissions allowances, natural gas, coal and oil); (4) the
cost of ordinary course operations and maintenance expenses; (5) planned and unplanned outages; (6) terms with
trade creditors; and (7) cash requirements for capital expenditures relating to certain facilities (including those
necessary to comply with environmental regulations).

As noted above, the ability of Mirant North America and its subsidiary Mirant Mid-Atlantic to make
distributions and pay dividends is restricted under the terms of their debt agreements and leveraged lease
documentation, respectively. At December 31, 2008, Mirant North America had distributed to its parent, Mirant
Americas Generation, all available cash that was permitted to be distributed under the terms of its debt
agreements, leaving $354 million at Mirant North America and its subsidiaries. Of this amount, $125 million was
held by Mirant Mid-Atlantic which, as of December 31, 2008, met the tests under the leveraged lease
documentation permitting it to make distributions to Mirant North America. While Mirant North America is in
compliance with its financial covenants, as of December 31, 2008, it is restricted from making distributions
because of the free cash flow requirements under the restricted payment test of its senior credit facility. The
primary factor lowering the free cash flow calculation in the restricted payment test is the significant capital
expenditure program of Mirant Mid-Atlantic to install emissions controls at its Chalk Point, Dickerson and
Morgantown coal-fired units to comply with the Maryland Healthy Air Act. Except for permitted distributions to
cover interest payable on Mirant Americas Generation’s senior notes, the $3.883 billion of net assets of Mirant
North America and its subsidiaries were restricted from distribution from Mirant North America to its parent,
Mirant Americas Generation, as of December 31, 2008. Notwithstanding such restriction, we think that we have
sufficient liquidity for our future operations, capital expenditures and debt service obligations from existing cash
on hand (including $1.469 billion at Mirant Corporation), expected cash flows from the operations of our
subsidiaries and ability to issue letters of credit or make borrowings under the Mirant North America senior
credit facilities.

Uses of Funds

Our requirements for liquidity and capital resources, other than for the day-to-day operation of our
generating facilities, are significantly influenced by the following activities: (1) capital expenditures; (2) debt
service and payments under the Mirant Mid-Atlantic leveraged leases; (3) collateral required for our asset
management and proprietary trading and fuel oil management activities; (4) the development of new generating
facilities; and (5) return of cash to stockholders.

Return of Cash to Stockholders. ~ Since November 2007, we have returned $4.056 billion of excess cash to
our stockholders through repurchases of our common stock, including $2.74 billion in 2008. See Overview in this
Item 7 for further discussion of our share repurchases.
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Capital Expenditures. Capital expenditures excluding capitalized interest were $683 million, $560 million
and $133 million for the years ended December 31, 2008, 2007 and 2006, respectively. Our capital expenditures,
excluding capitalized interest, for 2009 and 2010 are expected to be approximately $754 million and $422
million, respectively. This forecast does not assume any construction of new generating units during the forecast
period. Instead, the current capital expenditure program, which is expected to be funded by cash on hand and
operating cash flow, focuses on efficiency, safety, reliability and compliance with existing environmental laws
and obligations under consent decrees to which we are a party, including capital expenditures made to comply
with the limitations for SO2, NOx and mercury emissions under the Maryland Healthy Air Act. For a more
detailed discussion of environmental expenditures we expect to incur in the future, see Item 1. “Business”.

Debt Service. At December 31, 2008, we had $2.676 billion of long-term debt with expected interest
payments of approximately $199 million for 2009. See Note 6 to our consolidated financial statements contained
elsewhere in this report for additional information

Under the terms of its senior secured term facility, Mirant North America is required to use 50% of its free
cash flow for each fiscal year (less amounts paid to Mirant Americas Generation for the purpose of paying
interest on the Mirant Americas Generation senior notes) to pay down its senior secured term loan, in addition to
its scheduled amortization of $5 million per year. The percentage of free cash flow that Mirant North America is
required to use to pay down its senior secured term loan may be reduced to 25% upon the achievement of a net
debt to EBITDA ratio of less than 2:1. At December 31, 2008, Mirant North America’s net debt to EBITDA ratio
was less than 2:1. As such, it was required to use 25% of its free cash flow to pay down its senior secured term
loan. We estimate this prepayment, which will be made during the first quarter of 2009, to be $37 million.

Mirant Mid-Atlantic Operating Leases. Mirant Mid-Atlantic leases the Dickerson and Morgantown
baseload units and associated property through 2029 and 2034, respectively. Mirant Mid-Atlantic has an option
to extend the leases. Any extensions of the respective leases would be for less than 75% of the economic useful
life of the facility, as measured from the beginning of the original lease term through the end of the proposed
remaining lease term. We are accounting for these leases as operating leases. While there is variability in the
scheduled payment amounts over the lease term, we recognize rent expense for these leases on a straight-line
basis in accordance with the applicable accounting literature. Rent expense under the Mirant Mid-Atlantic leases
was $96 million for the years ended December 31, 2008, 2007 and 2006. As of December 31, 2008, the total
notional minimum lease payments for the remaining term of the leases aggregated approximately $2 billion and
the aggregate termination value for the leases was approximately $1.4 billion and generally decreases over time.
In addition, Mirant Mid-Atlantic is required to post rent reserves in an aggregate amount equal to the greater of
the next six months rent, 50% of the next 12 months rent or $75 million.

Cash Collateral and Letters of Credit. In order to sell power and purchase fuel in the forward markets and
perform other energy trading and marketing activities, we often are required to provide trade credit support to our
counterparties or make deposits with brokers. In addition, we often are required to provide cash collateral or
letters of credit to access the transmission grid, to participate in power pools, to fund debt service and rent
reserves and for other operating activities. Trade credit support includes cash collateral, letters of credit and
financial guarantees. In the event that we default, the counterparty can draw on a letter of credit or apply cash
collateral held to satisfy the existing amounts outstanding under an open contract. As of December 31, 2008, we
had approximately $111 million of posted cash collateral and $301 million of letters of credit outstanding
primarily to support our asset management activities, debt service and rent reserve requirements and other
commercial arrangements. Our liquidity requirements are highly dependent on the level of our hedging activities,
forward prices for energy, emissions allowances and fuel, commodity market volatility and credit terms with
third parties. See Note 10 to our consolidated financial statements contained elsewhere in this report for
additional information.
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The following table summarizes at December 31, 2008 and 2007, for our continuing operations, cash
collateral posted with counterparties and brokers, letters of credit issued and surety bonds (in millions):

At December 31,

2008 2007

Cash collateral posted—energy trading and marketing . . ............... .o $ 67 $ 96
Cash collateral posted—other operating activities ................... i 44 14
Letters of credit—energy trading and marketing ........... ... .. o i 76 100
Letters of credit—debt service and rent reSEIVES .. ... vttt 101 78
Letters of credit—other operating activities ..................oo i 124 112
Surety bonds—energy trading and marketing . ............. oo 25 —
TOUAL « o v e e e e e e e e e e e e e e e $437 $400

Debt Obligations, Off-Balance Sheet Arrangements and Contractual Obligations

Our debt obligations, off-balance sheet arrangements and contractual obligations as of December 31, 2008,
are as follows (in millions):

Debt Obligations, Off-Balance Sheet Arrangements and
Contractual Obligations by Year

Total 2009 2010 2011 2012 2013 >5 Years

Long-termdebt ......................... ... $4,471 $ 245 $210 $ 717 $162 $1,351 $1,786
Mirant Mid-Atlantic operating leases ........... 2,013 142 140 134 132 138 1,327
Other operating leases . ...................... 57 9 9 7 5 6 21
Fuel commitments .. .........covenmeenenenon.. 1,254 374 335 314 196 35 —
Maryland Healthy Air Act ................... 677 490 187 — — — —
1117 SR 336 186 41 32 22 15 40
Total pAYMENnts .. .....coovveenneeannnennnn. $8,.808 $1,446 $922 $1204 $517 $1,545 $3,174

Our contractual obligations table does not include our derivative obligations which are discussed in Note 4
to our consolidated financial statements contained elsewhere in this report and our asset retirement obligations
which are discussed in Note 9 to our consolidated financial statements contained elsewhere in this report.

Long-term debt includes the current portion of long-term debt and long-term debt on our consolidated
balance sheets. Long-term debt also includes estimated interest on debt. Interest on our variable interest debt is
based on the U.S. Dollar LIBOR curve as of December 31, 2008.

Operating leases are off-balance sheet arrangements. These amounts primarily relate to our minimum lease
payments associated with our lease of the Dickerson and Morgantown baseload units at our Mid-Atlantic
facilities.

Fuel commitments primarily relate to long-term coal agreements and related transportation agreements.

Maryland Healthy Air Act commitments reflect the remaining capital expenditures that we expect to incur
to comply with the limitations for SO2, NOx and mercury emissions under the Maryland Healthy Air Act.

Other represents open purchase orders less invoices received related to open purchase orders for general
procurement of products and services purchased in the ordinary course of business. These include construction,
maintenance and labor activities at our generating facilities. Other also includes our LTSA associated with the
maintenance of turbines at our Kendall facility, limestone supply and transportation agreements, our estimated pension
and other postretirement benefit funding obligations, deferred compensation plans, FIN 48 liabilities and miscellaneous
long-term liabilities, which are included in other noncurrent liabilities on the consolidated balance sheet.
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Cash Flows

The changes in our cash flows are detailed as follows (in millions):

Years Ended December 31,
Increase/ Increase/
2008 2007 (Decrease) 2007 2006 (Decrease)

Cash and cash equivalents, beginning of period .. $4961 $ 1,385 $3,576 $1,385 $1,551 $ (166)
Net cash provided by operating activities:

Continuing operations .................. 677 786 (109) 786 137 649
Discontinued operations ................. 50 178 (128) 178 432 (254)
Net cash provided by (used in) investing activities:
Continuing operations . ................. (719) (524) (195) (524) 5 (529)
Discontinued operations ................. 25 5,281 (5,256) 5,281 (163) 5,444
Net cash provided by (used in) financing
activities:
Continuing operations . ................. (3,163) (1.477) (1,686) (1,477) (758) (719)
Discontinued operations . ................ — (669) 669 (669) 181 (850)
Effect of exchange rate changes ............... — 1 (1) 1 — 1
Cash and cash equivalents, end of period . . ...... $ 1,831 $4961 $(3,130) $4961 $1,385 $3,576
2008 versus 2007

Continuing Operations

Operating Activities.  Our cash provided by operating activities is affected by seasonality, changes in
energy prices and fluctuations in our working capital requirements. Net cash provided by operating activities
from continuing operations decreased $109 million for the year ended December 31, 2008, compared to the same
period in 2007, primarily as a result of the following:

a decrease in realized gross margin of $242 million in 2008, compared to the same period in 2007,
excluding the non-cash change in lower of cost or market inventory adjustments of $58 million, of
which $54 million was recognized in the fourth quarter of 2008. See Results of Operations for
additional discussion of our performance in 2008 compared to the same period in 2007;

an increase in cash used of $80 million related to changes in net accounts receivable, accounts payable
and accrued liabilities and other changes in working capital in 2008 compared to 2007, primarily as a
result of increases in power prices in 2008 and the net refund of $48 million related to a New York
property tax settlement in 2007. The increase in cash used is net of $47 million of cash provided by a
net increase in collateral that we received from counterparties in 2008;

a decrease in cash provided of $70 million related to the Pepco Settlement Agreement becoming fully
effective in 2007, which is included in other assets in our consolidated statements of cash flows. Pepco
repaid $70 million in 2007 for an advance payment made in 2006 under the Pepco Settiement
Agreement;

a decrease in cash provided of $74 million for interest, net, reflecting lower interest income as a result
of lower interest rates on invested cash as well as lower cash balances as a result of share repurchases
partially offset by lower interest expense from lower outstanding debt and higher capitalized interest;

and

an increase in cash used of $23 million related to additional contributions to our pension plans in 2008
as compared to 2007.
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The increases in cash used by and decreases in cash provided by operating activities are partially offset by
the following:

® 2 decrease in cash used of $173 million because of changes in funds on deposit. In 2008, we had net
cash collateral returned to us of $104 million, primarily related to the cash collateral account to support
issuance of letters of credit under the Mirant North America senior secured term loan. In 2007, we
posted an additional $70 million of cash collateral;

® 2 decrease in cash used of $124 million for inventories primarily as a result of the reduction of fuel
inventory levels;

® adecrease in operations and maintenance expense of $46 million excluding a non-cash decrease in
curtailment gains on pension and postretirement benefits of $27 million and other non-cash items; and

® 2 decrease in cash used of $37 million for settlement of bankruptcy related claims and expenses.

Investing Activities. Net cash used in investing activities from continuing operations increased by $195
million for the year ended December 31, 2008, compared to the same period in 2007. This difference was
primarily a result of the following:

@ an increase in cash used of $143 million for capital expenditures (including capitalized interest of $20
million) for projects under construction primarily related to our environmental capital expenditures for
our Maryland generating facilities;

® an increase in cash used of $37 million primarily related to $34 million placed in an escrow account in
September 2008 to satisfy the conditions of Mirant Potomac River’s settlement agreement with the
City of Alexandria; and

® adecrease of $15 million in proceeds from the sales of assets in 2008 as compared to 2007. In 2008,
we received $42 million of proceeds from the sale of assets, primarily from the sale of emissions
allowances. In 2007, we received $57 million of proceeds from the sale of assets, which included
approximately $30 million from the sale of ancillary equipment included in the sale of the six U.S.
natural gas-fired facilities.

Financing Activities. Net cash used in financing activities from continuing operations increased by $1.686
billion for the year ended December 31, 2008, compared to the same period in 2007. This difference was
primarily a result of the following:

® an increase in cash used of $1.453 billion for share repurchases. See Note 13 to our consolidated
financial statements contained elsewhere in this report for additional information on share repurchases;

® anincrease in cash used of $240 million for repayments and purchases of long-term debt primarily as a
result of the retirement of Mirant Americas Generation senior notes due in 2011 of $276 million in
2008 and $39 million in 2007; partially offset by

® an increase of $7 million in proceeds from the exercise of stock options in 2008 as compared to 2007.

Discontinued Operations

Operating Activities. In 2008, net cash provided by operating activities from discontinued operations was
primarily a result of $41 million of business interruption insurance recoveries related to the outages of the Sual
generating facility and $7 million from the sale of transmission credits from our previously owned Wrightsville
facility. In 2007, net cash provided by operating activities from discontinued operations included cash flows from
the Philippine and Caribbean businesses, six U.S. natural gas-fired facilities and Mirant NY-Gen.
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Investing Activities. Net cash provided by investing activities from discontinued operations was $25
million for the year ended December 31, 2008, compared to $5.281 billion for the same period in 2007. This
difference was primarily a result of the following:

2007 results included the $5.410 billion in proceeds from the sale of our Caribbean business in the third
quarter of 2007 and our Philippine business and six U.S. natural gas-fired facilities in the second
quarter of 2007, partially offset by

a decrease in cash used of $65 million that related to the cash and cash equivalents balance that was
included in the assets sold as part of the Philippine business in 2007;

a decrease in cash used of $47 million that related to the cash and cash equivalents balance that was
included in the assets sold as part of the Caribbean business in 2007;

a decrease in cash used of $20 million primarily related to capital expenditures incurred in 2007 at our
Caribbean business prior to its disposition; and

2008 results included $25 million in insurance recoveries related to repairs to the Sual generating
facility and the Swinging Bridge facility of Mirant NY-Gen.

Financing Activities. In 2007, net cash used in financing activities was $669 million and primarily related
to the repayment of $700 million of long-term debt of our Philippine business, $83 million related to West
Georgia and $14 million related to our Caribbean business. These payments were partially offset by a decrease in
debt service reserves of $125 million.

2007 versus 2006

Continuing Operations ‘

Operating Activities. Our cash provided by operating activitics is affected by seasonality, changes in
energy prices and fluctuations in our working capital requirements. Net cash provided by operating activities
from continuing operations increased $649 million for the year ended December 31, 2007, compared to 2006.
primarily as a result of the following:

an increase in realized gross margin of $289 million for the year ended December 3 1, 2007, compared
to 2006, excluding the non-cash change in lower of cost or market inventory adjustments of $73
million. See “Results of Operations” for additional discussion of our performance in 2007 compared to
2006;

an increase of $761 million resulting from a reduction in bankruptcy related claims and expenses. In
2007, we paid $17 million in claims payable for the New York entities, $32 million related to MC
Asset Recovery and $4 million related to other Mirant claims. In 2006, we paid $1.804 billion of
bankruptcy claims, of which $814 million was reflected in cash from operations;

an increase of $140 million related to the Settlement Agreement with Pepco becoming fully effective in
the third quarter of 2007. Pepco repaid $70 million in 2007 for an advance payment made in the third
quarter of 2006 under the Settlement Agreement. These amounts are included in other assets in the
consolidated statements of cash flows;

an increase of $155 million related to increases in net interest income as a result of higher cash
balances resulting from the dispositions completed in 2007;

an increase from the receipt in 2007 of a net refund of $48 million related to the New York property tax
settlement, which is included in receivables, net in the consolidated statements of cash flows; and

an increase of $12 million primarily related to changes in our fuel oil and emissions inventories. In
2007, fuel inventory increased $88 million and emissions inventory decreased $15 million. In 2006,
fuel inventory increased $38 million and emissions inventory increased $50 million.
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The increases in operating activities were partially offset by the following:

® a decrease of $516 million as a result of changes in posted collateral levels, which are included in funds
on deposit in the consolidated statements of cash flows. For the year ended December 31, 2007, we
posted an additional $70 million of cash collateral primarily to support energy marketing activities. The
change in collateral for the year ended December 31, 2006, provided a source of cash of $446 million
primarily because of a decrease in cash collateral to support energy marketing activities of
$592 million, and a reduction of $56 million in cash collateral posted in connection with the Mirant
Mid-Atlantic lease upon posting $75 million of letters of credit. These amounts were partially offset by
a use of cash as a result of the deposit of $200 million into a cash collateral account to support the
issuance of letters of credit;

® a decrease of $77 million resulting from an increase in operations and maintenance expenses. See
results of operations for additional discussion;

® adecrease of $60 million primarily as a result of the return in 2007 of deposits previously posted by
our counterparties which is included in accounts payable and accrued liabilities in the consolidated
statements of cash flows;

® adecrease of $65 million relating to changes in net accounts receivable and accounts payable in 2007
compared to 2006; and

® adecrease of $38 million related to all other changes in operating assets and liabilities.

Investing Activities. Net cash used in investing activities from continuing operations increased by $529
million for the year ended December 31, 2007, compared to 2006. This difference was primarily a result of the
following:

® an increase of $449 million in capital expenditures (including capitalized interest of $22 million)
primarily because of our environmental capital expenditures for our Mid-Atlantic generating facilities;
and

® adecrease in proceeds from the sales of assets and investments of $86 million. In 2007, we received
proceeds from the sale of assets of $57 million, which included approximately $30 million from the
sale of ancillary equipment included in the sale of the six U.S. natural gas-fired facilities and $22
million from the sale of equipment from the Bowline unit 3 suspended construction project. In 2006,
we received $143 million from the sale of assets, which included $45 million from the sale of our
remaining bankruptcy claims against Enron and its subsidiaries and $58 million from the sale of a
portion of our investment in InterContinental Exchange.

Financing Activities. Net cash used in financing activities from continuing operations increased by $719
million for the year ended December 31, 2007, compared to 2006. This difference was primarily a result of the
following:

® adecrease in proceeds from the issuance of long-term debt of $2.017 billion. Proceeds from the
issuance of long-term debt in 2006 included $850 million from the Mirant North America senior notes
offering, $700 million from the Mirant North America senior secured term loan and $465 million
drawn on the Mirant North America senior secured revolving credit facility;

® adecrease in the repayments of long-term debt of $1.285 billion, which includes $990 million of
principal payments for debt settled under the Plan in 2006. In 2007, we paid $138 million on the Mirant
North America senior secured term loan and repurchased $39 million of the Mirant Americas
Generation 8.3% senior notes due in 2011. In 2006, we repaid $465 million on the Mirant North
America senior secured revolving credit facility and $990 million of principal payments for debt settled
under the Plan in 2006;

® adecrease in debt issuance costs of $51 million. In 2006, we paid $51 million in debt issuance costs
associated with Mirant North America’s debt offering, senior secured term loan and secured revolving
credit facility; and
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® an increase of $47 million used for stock repurchases. In 2007, stock repurchases included
26.66 million shares of Mirant common stock for $1 billion under the accelerated share repurchase
program, 8.27 million shares of Mirant common stock under the open market share repurchase program
for approximately $316 million, of which $17 million had not yet been paid as of December 31, 2007,
and approximately 245,000 shares of Mirant common stock in odd lot buybacks for approximately $9
million. In 2006, we repurchased 43 million shares of our common stock for $1.228 billion pursuant to
a tender offer in 2006 and 1.18 million shares for approximately $32 million under the share repurchase
program.

Discontinued Operations

Operating Activities. Net cash provided by operating activities from discontinued operations decreased by
$254 million for the year ended December 31, 2007, compared to 2006. In 2006, operating activities included
cash flows from the Philippine and Caribbean businesses and six U.S. natural gas-fired facilities for the entire
year. In 2007, operating activities included all the discontinued businesses and facilities through their respective
dates of sale.

Investing Activities. Net cash provided by investing activities from discontinued operations increased by
$5.444 billion for the year ended December 31, 2007, compared to 2006. This difference was primarily a result
of the following:

® an increase of $5.410 billion in proceeds from the sale of assets and investments, primarily from the
sale of our Philippine and Caribbean businesses and six U.S. natural gas-fired facilities in the second
and third quarters of 2007,

® adecrease of $65 million in cash that was included in the assets sold as part of the Philippine business;
® adecrease of $47 million in cash that was included in the assets sold as part of the Caribbean business;

® an increase related to the purchases in 2006 of the remaining 5.15% ownership in Mirant Sual for
$35 million and the remaining 4.26% interest in Mirant Pagbilao for $40 million; and

® an increase as a result of funding in 2006 of $24 million in accordance with the terms and conditions of
a stockholder loan agreement for the construction and installation of new generating units at Point
Lisas, Trinidad.

Financing Activities. Net cash used in financing activities from discontinued operations increased by $850
million for the year ended December 31, 2007, compared to 2006. This difference was primarily a result of the
following:

® adecrease of $78 million in repayments of long-term debt. In 2007, we repaid $700 million related to
our Philippine business, $83 million related to West Georgia and $14 million related to our Caribbean
business. In 2006, we repaid $551 million related to our Philippine business, $268 million related to
our Caribbean business, $56 million related to West Georgia and $2 million related to Zeeland;

® adecrease of $981 million in proceeds from the issuance of long-term debt primarily from the issuance
of $700 million by Mirant Asia-Pacific, $100 million by Mirant Trinidad Investments and $180 million
by Mirant JPSCO Finance Ltd. in 2006;

® adecrease in debt issuance costs of $40 million primarily related to the Philippines; and

® a decrease in the release of cash deposited in debt service reserves of $10 million.
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Critical Accounting Estimates

The accounting policies described below are considered critical to obtaining an understanding of our
consolidated financial statements because their application requires significant estimates and judgments by
management in preparing our consolidated financial statements. Management’s estimates and judgments are
inherently uncertain and may differ significantly from actual results achieved. Management considers an
accounting estimate to be critical if the following conditions apply:

® the estimate requires significant assumptions; and

® changes in the estimate could have a material effect on our consolidated results of operations or
financial condition; or

e if different estimates that could have been selected had been used, there could be a material effect on
our consolidated results of operations or financial condition.

We have discussed the selection and application of these accounting estimates with the Audit Committee of
the Board of Directors and our independent auditors. It is management’s view that the current assumptions and
other considerations used to estimate amounts reflected in our consolidated financial statements are appropriate.
However, actual results can differ significantly from those estimates under different assumptions and conditions.
The sections below contain information about our most critical accounting estimates, as well as the effects of
hypothetical changes in the material assumptions used to develop the estimates.

Revenue Recognition and Accounting for Energy Trading and Marketing Activities

Nature of Estimates Required. We utilize two comprehensive accounting models, an accrual model and a
fair value model, in reporting our consolidated financial position and results of operations. We determine the
appropriate model for our operations based on applicable accounting standards.

The accrual model is used to account for our revenues from the sale of energy, capacity and ancillary
services. We recognize revenue when earned and collection is probable as a result of electricity delivered to
customers pursuant to contractual commitments that specify volume, price and delivery requirements. Sales of
energy are based on economic dispatch, or they may be ‘as-ordered’ by an 1SO or RTO, based on member
participation agreements, but without an underlying contractual commitment. ISO and RTO revenues and
revenues for sales of energy based on economic-dispatch are recorded on the basis of MWh delivered, at the
relevant day-ahead or real-time prices.

The fair value model is used to measure fair value on a recurring basis for derivative energy contracts that
hedge economically our electricity generating facilities or that are used in our proprietary trading and fuel oil
management activities. We use a variety of derivative financial instruments, such as futures, forwards, swaps and
option contracts, in the management of our business. Such derivative financial instruments have varying terms
and durations, or tenors, which range from a few days to a number of years, depending on the instrument.

Pursuant to SFAS 133, derivative financial instruments are reflected in our financial statements at fair value,
with changes in fair value recognized currently in earnings unless they qualify for a scope exception.
Management considers fair value techniques and valuation adjustments related to credit and liquidity to be
critical accounting estimates. These estimates are considered significant because they are highly susceptible to
change from period to period and are dependent on many subjective factors. The fair value of derivative financial
instruments is included in derivative contract assets and liabilities in our consolidated balance sheets.
Transactions that are not accounted for using the fair value model under SFAS 133 are either not derivatives or
qualify for a scope exception and are accounted for under accrual accounting. With the adoption of SFAS 157 on
January 1, 2008, we no longer defer unobservable inception gains and losses, which are transacted at different
prices between the bid price and the ask price.

Key Assumptions and Approach Used. Determining the fair value of our derivatives is based largely on
observable quoted prices from exchanges and independent brokers in active markets. Our view is that these
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prices represent the best available information for valuation purposes. For most delivery locations and tenors
where we have positions, we receive multiple independent broker price quotes. If no active market exists, we
estimate the fair value of certain derivative financial instruments using price extrapolation, interpolation and
other quantitative methods. Fair value estimates involve uncertainties and matters of significant judgment. Our
techniques for fair value estimation include assumptions for market prices, correlation and volatility. The degree
of estimation increases for longer duration contracts, contracts with multiple pricing features, option contracts
and off-hub delivery points. Note 4 to our consolidated financial statements contained elsewhere in this report
explains the fair value hierarchy. Our assets and liabilities classified as Level 3 in the fair value hierarchy
represent approximately 1% of our total assets and less than 1% of our total liabilities measured at fair value at
December 31, 2008.

The fair value of derivative contract assets and liabilities in our consolidated balance sheets is also affected
by our assumptions as to time value, credit risk and nonperformance risk. The nominal value of the contracts is
discounted using a forward interest rate curve based on LIBOR. In addition, the fair value of our derivative
contract assets is reduced to reflect the estimated default risk of counterparties on their contractual obligations to
us. The default risk of our counterparties for a significant portion of our overall net position is measured based on
published spreads on credit default swaps. The fair value of our derivative contract liabilities is reduced to reflect
our estimated risk of default on our contractual obligations to counterparties. The credit risk reflected in the fair
value of our derivative contract assets and the nonperformance risk reflected in the fair value of our derivative
contract liabilities are calculated with consideration of our master netting agreements with counterparties and our
exposure is reduced by cash collateral posted to us against these obligations.

Effect if Different Assumptions Used. The amounts recorded as revenue or cost of fuel, electricity and
other products change as estimates are revised to reflect actual results and changes in market conditions or other
factors, many of which are beyond our control. Because we use derivative financial instruments and have not
elected cash flow or fair value hedge accounting under SFAS 133, certain components of our financial
statements, including gross margin, operating income and balance sheet ratios, are at times volatile and subject to
fluctuations in value primarily as a result of changes in energy and fuel prices. Significant negative changes in
fair value could require us to post additional collateral either in the form of cash or letters of credit. Because the
fair value measurements of our material assets and liabilities are based on observable market information, there is
not a significant range of values around the fair value estimate. For our derivative financial instruments that are
measured at fair value using quantitative pricing models, a significant change in estimate could affect our results
of operations and cash flows at the time contracts are ultimately settled. See Item 7A. “Quantitative and
Qualitative Disclosures about Market Risk™ for further sensitivities in our assumptions used to calculate fair
value. See Note 4 to our consolidated financial statements contained elsewhere in this report for further
information on derivative financial instruments related to energy trading and marketing activities.

Long-Lived Assets
Estimated Useful Lives

Nature of Estimates Required. The estimated useful lives of our long-lived assets are used to compute
depreciation expense, determine the carrying value of asset retirement obligations, and estimate expected future
cash flows attributable to an asset for the purposes of impairment testing. Estimated useful lives are based, in
part, on the assumption that we provide an appropriate level of capital expenditures while the assets are still in
operation. Without these continued capital expenditures, the useful lives of these assets could decrease
significantly.

Key Assumptions and Approach Used. Estimated useful lives are the mechanism by which we allocate the
cost of long-lived assets over the asset’s service period. We perform depreciation studies periodically to update
changes in estimated useful lives. The actual useful life of an asset could be affected by changes in estimated or
actual commodity prices, environmental regulations, various legal factors, competitive forces and our liquidity
and ability to sustain required maintenance expenditures and satisfy asset retirement obligations. We use
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composite depreciation for groups of similar assets and establish an average useful life for each group of related
assets. In accordance with SFAS 144, we cease depreciation on long-lived assets classified as held for sale. Also,
we may revise the remaining useful life of an asset held and used subject to impairment testing. See Note 5 to our
consolidated financial statements contained elsewhere in this report for additional information related to our
property, plant and equipment.

Effect if Different Assumptions Used. The determination of estimated useful lives is dependent on
subjective factors such as expected market conditions, commodity prices and anticipated capital expenditures.
Since composite depreciation rates are used, the actual useful life of a particular asset may differ materially from
the useful life estimated for the related group of assets. A 10% increase in the weighted average useful lives of
our facilities would result in a $15 million decrease in annual depreciation expense. A 10% decrease in the
weighted average useful lives of our facilities would result in a $14 million increase in annual depreciation
expense. In the event the useful lives of significant assets were found to be shorter than originally estimated,
depreciation expense may increase, liabilities recognized for future asset retirement obligations may be
insufficient and impairments in the carrying value of tangible and intangible assets may result.

Asset Retirement Obligations

Nature of Estimates Required. We account for asset retirement obligations under SFAS 143 and FIN 47.
SFAS 143 and FIN 47 require an entity to recognize the fair value of a liability for conditional and unconditional
asset retirement obligations in the period in which they are incurred. Retirement obligations associated with long-
lived assets included within the scope of SFAS 143 and FIN 47 are those obligations for which a requirement
exists under enacted laws, statutes and written or oral contracts, including obligations arising under the doctrine
of promissory estoppel. Asset retirement obligations are estimated using the estimated current cost to satisfy the
retirement obligation, increased for inflation through the expected period of retirement and discounted back to
present value at our credit-adjusted risk free rate. We have identified certain asset retirement obligations within
our power generating operations and have a noncurrent liability of $40 million recorded as of December 31,
2008. These asset retirement obligations are primarily related to asbestos abatement at some of our generating
facilities, the removal of oil storage tanks, equipment on leased property and environmental obligations related to
the closing of ash disposal sites. In the third quarter of 2008, we revised our current cost assumption for asbestos
abatement at our generating facilities based on the actual costs we have incurred as part of the decommissioning
of the Lovett facility. The revision resulted in an increase to our asset retirement obligation of approximately $2
million.

Key Assumptions and Approach Use