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ORION POWER HOLDINGS, INC.

7 East Redwood Street, 10th Floor
Baltimore, Maryland 21202

, 2001
To Our Stockholders:

You are cordially invited to attend a special meeting of stockholders of
Orion Power Holdings, Inc. to be held on , 2001 at 11:00 a.m., local
time, at the Hyatt Regency Baltimore Inner Harbor Hotel, 300 Light Street,
Baltimore, Maryland 21202.

At the special meeting you will be asked to consider and vote upon a
proposal to approve the Agreement and Plan of Merger, dated as of September 26,
2001, by and among Orion Power, Reliant Resources, Inc. and its wholly owned
subsidiary, Reliant Energy Power Generation Merger Sub, Inc. If the merger
contemplated by the merger agreement is completed, Orion Power will become a
subsidiary of Reliant Resources, and each of your shares of Orion Power common
stock will be converted into the right to receive $26.80 in cash.

Your board of directors has determined that the merger is in the best
interests of Orion Power and its stockholders. ACCORDINGLY, YOUR BOARD HAS
APPROVED THE MERGER AGREEMENT AND THE MERGER, DECLARED THEM ADVISABLE, AND
RECOMMENDS THAT YOU VOTE FOR THE APPROVAL OF THE MERGER AGREEMENT AND THE MERGER
AT THE SPECIAL MEETING.

The accompanying notice of special meeting and proxy statement explain the
proposed merger and provide specific information concerning the special meeting.
We encourage you to read these materials carefully.

We cannot complete the merger unless holders of a majority of all of the
outstanding shares of Orion Power common stock vote to approve and adopt the
merger agreement and the merger. Orion Power stockholders who, in the aggregate,
own approximately 60% of the total number of outstanding shares of Orion Power
common stock entitled to vote at the special meeting have entered into
stockholder agreements with Reliant Resources in which each of those
stockholders has agreed to vote its Orion Power shares in favor of the merger.
As a result, Orion Power stockholder approval of the merger is assured.

Whether or not you plan to be present at the special meeting, please sign
and return your proxy as soon as possible in the enclosed self-addressed
envelope so that your vote will be recorded. You can also vote your shares of
Orion Power common stock through the Internet or by telephone by following the
instructions on the enclosed proxy card.

JACK A. FUSCO
Chief Executive Officer and President

This proxy statement is dated , 2001, and is first being mailed
to stockholders on or about , 2001.
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PRELIMINARY COPIES

ORION POWER HOLDINGS, INC.

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
TO BE HELD ON , 2001

NOTICE IS HEREBY GIVEN that a special meeting of stockholders of Orion
Power Holdings, Inc., a Delaware corporation, will be held on , 2001, at
11:00 a.m., local time, at the Hyatt Regency Baltimore Inner Harbor Hotel, 300
Light Street, Baltimore, Maryland 21202 to consider and vote upon a proposal to
approve and adopt the Agreement and Plan of Merger, dated as of September 26,
2001, by and among Orion Power, Reliant Resources, Inc., a Delaware corporation,
and Reliant Energy Power Generation Merger Sub, Inc., a Delaware corporation and
a wholly owned subsidiary of Reliant Resources, pursuant to which Reliant Energy
Power Generation Merger Sub will be merged with and into Orion Power and each
share of Orion Power common stock, par value $.01, outstanding immediately prior
to the merger (other than shares held by Orion Power, Reliant Resources or their
respective subsidiaries, which will be cancelled) will be converted into the
right to receive $26.80 in cash, without interest.

Stockholders of record at the close of business on , 2001 shall be
entitled to notice of, and to vote at, the special meeting and any adjournments
of the special meeting.

By Order of the Board of Directors,

W. THADDEUS MILLER
Secretary

Dated: , 2001
Baltimore, Maryland

IMPORTANT: TO ENSURE THAT YOUR SHARES ARE REPRESENTED AT THE MEETING,
PLEASE VOTE IN ONE OF THESE WAYS:

* USE THE TOLL-FREE NUMBER shown on your proxy card;
* VISIT THE WEB SITE noted on your proxy card to vote via the Internet;

* MARK, SIGN, DATE AND PROMPTLY RETURN the enclosed proxy card in the
postage-paid envelope; OR

* VOTE IN PERSON by appearing at the special meeting and submitting a
ballot at the meeting.

SUMMARY TERM SHEET FOR THE MERGER

This summary term sheet for the merger highlights selected information from
this proxy statement regarding the merger and the merger agreement and may not
contain all of the information that is important to you as an Orion Power
stockholder. Accordingly, we encourage you to carefully read this entire
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document and the documents to which we have referred you.
THE PROPOSED TRANSACTION

THE PROPOSAL (PAGE ___ ). You are being asked to consider and vote upon a
proposal to approve and adopt the agreement and plan of merger, or "merger
agreement, " that provides for Orion Power to be acquired by Reliant
Resources.

WHAT YOU WILL RECEIVE (PAGE ) . Upon completion of the merger, you will
be entitled to receive $26.80 in cash, without interest, for each of your
shares of Orion Power common stock, unless you properly dissent. See "The
Merger Agreement--Merger Consideration.”

THE ACQUIROR (PAGE ) . Reliant Resources, Inc., headquartered in Houston,
Texas, provides electricity and energy services to wholesale and retail
customers in the United States and Europe.

ORION POWER'S RECOMMENDATION TO STOCKHOLDERS (PAGE )

Your board of directors has determined, by a unanimous vote, that the
merger agreement and the merger are advisable and in the best interests of Orion
Power and its stockholders and has approved and adopted the merger agreement and
the merger. Your board recommends that you vote FOR approval and adoption of the
merger agreement and the merger at the special meeting.

OPINION OF GOLDMAN, SACHS & CO. (PAGE AND APPENDIX B)

When it approved the merger agreement, our board received the oral opinion
of Goldman, Sachs & Co., our financial advisor, which was later confirmed in
writing that, as of the date of that opinion, and based upon and subject to the
matters and various assumptions stated in that opinion, the $26.80 per share in
cash to be received by the Orion Power stockholders pursuant to the merger
agreement was fair to our stockholders from a financial point of view.

Goldman Sachs provided its advisory services and its opinion for the
information and assistance of the Orion Power board in connection with its
consideration of the merger. Goldman Sachs' opinion is not a recommendation as
to how any Orion Power stockholder should vote at the special meeting. THE
OPINION IS ATTACHED AS APPENDIX B TO THIS PROXY STATEMENT AND YOU ARE URGED TO
READ THE OPINION IN ITS ENTIRETY.

In addition to its role as Orion Power's financial advisor, investment
funds affiliated with Goldman Sachs collectively are the largest stockholder of
Orion Power. These entities have entered into a stockholder agreement whereby
they have agreed to vote their shares in favor of the merger. Goldman, Sachs &
Co. i1s also the employer of three members of Orion Power's

board. See "--Interests of Certain Persons in the Merger" and "The
Merger——-Interests of Certain Persons in the Merger."

THE SPECIAL MEETING
DATE, TIME AND PLACE (PAGE ) . The special meeting will be held on
, 2001 at 11:00 a.m., local time at The Hyatt Regency Baltimore

Inner Harbor Hotel, 300 Light Street, Baltimore, Maryland 21202.

REQUIRED VOTE (PAGE ) . Approval and adoption of the merger agreement and
the merger requires the affirmative vote of the holders of a majority of
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the outstanding shares of Orion Power common stock. Orion Power
stockholders who, in the aggregate, own approximately 60% of the total
number of outstanding shares of Orion Power common stock as of the record
date for the special meeting entered into stockholder agreements with
Reliant Resources whereby each of those stockholders has agreed to vote its
shares of Orion Power common stock in favor of the merger. See "The
Stockholder Agreements." As a result, Orion Power stockholder approval of
the merger is assured.

WHO MAY VOTE (PAGE ___ ). You are entitled to receive notice of, and to vote
at, the special meeting if you owned shares of Orion Power common stock at
the close of business on , 2001, the record date for the
special meeting. shares of Orion Power common stock were

outstanding as of the record date and are entitled to be voted at the
special meeting.

PROCEDURE FOR VOTING (PAGE ). You may vote in any of four ways:
(1) by completing and returning the enclosed proxy card by mail;

(2) by appointing a proxy to vote your shares through the Internet as
outlined on the enclosed proxy card;

(3) by appointing a proxy to vote your shares by telephone as outlined on
the enclosed proxy card; or

(4) by appearing and voting in person by ballot at the special meeting.

You may revoke your proxy at any time before it is voted at the special
meeting by:

* filing with the Secretary of Orion Power a written, later-dated notice
of revocation;

* submitting a later-dated proxy relating to the same shares to the
Secretary of Orion Power by mail, telephone or Internet; or

* attending the special meeting and voting in person by ballot.

—ii—

THE MERGER

THE STRUCTURE (PAGE ___ ). Upon the terms and conditions of the merger
agreement, a wholly owned subsidiary of Reliant Resources will merge with
and into Orion Power. Orion Power will become a wholly owned subsidiary of
Reliant Resources. You will have no equity interest in Orion Power or
Reliant Resources after the merger.

MATERIAL FEDERAL INCOME TAX CONSEQUENCES (PAGE ___ ). The merger will be a
taxable transaction to you. For United States federal income tax purposes,
you will generally recognize gain or loss in the merger in an amount
determined by the difference between the cash you receive and your tax
basis in Orion Power common stock. Because determining the tax consequences
of the merger can be complicated, you should consult your own tax advisor
in order to understand fully how the merger will affect you.

REGULATORY MATTERS (PAGE ) . Under United States federal antitrust law,
the merger may not be completed until we and Reliant Resources have made
filings with the United States Federal Trade Commission and the United
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States Department of Justice and the applicable waiting periods have
expired or been terminated. We and Reliant Resources filed the requisite
notification reports with the Federal Trade Commission and the Department
of Justice on October __, 2001, and the applicable waiting period will
expire at 11:59 p.m. on November __, 2001, unless such period is terminated
earlier or extended.

The merger is subject to prior approval from the Federal Energy Regulatory
Commission, or the "FERC," under Section 203 of the Federal Power Act. The
focus of this review is on the competitive consequences of the merger, as
well as the effect on rates and regulation. We and Reliant Resources
believe that the merger satisfies the standards under Section 203 of the
Federal Power Act because there will be no adverse effect on competition,
rates or regulation and that the FERC will approve the merger. We and
Reliant Resources filed our application for authorization of the merger
with the FERC on , 2001. The Federal Power Act does not specify a
particular time frame within which the FERC must grant or deny
authorization. The merger is also conditioned on the FERC's acceptance of
a filing made by Reliant Resources on , 2001, under Section 205
of the Federal Power Act regarding the market-based rate tariffs of Orion
Power's subsidiaries.

The New York Public Service Commission, or the "NYPSC," may review the
merger under Section 70 of the New York Public Service Law. However, the
NYPSC will not review the merger of a parent of a wholesale generator
subject to lightened regulation, such as our subsidiaries, unless there
could be an adverse effect on retail customers. We and Reliant Resources
believe that the NYPSC will not review the merger because there will be no
adverse effect on competition or rates. Nevertheless, we and Reliant
Resources are asking the NYPSC to either declare that it will not review
the merger or, in the alternative, approve the merger. Should the NYPSC
decide to review the merger, the NYPSC conducts its review under the
"public interest" standard, which typically explores the effect of a merger
on competition and rates. We and Reliant Resources believe that even if the
NYPSC reviews the merger, the merger satisfies all of the criteria of the

-iii-

public interest standard. We and Reliant Resources filed a petition with
the NYPSC on , 2001. The New York Public Service Law does not
specify a particular time frame within which the NYPSC must grant or deny
its approval or declare that it will not review the merger.

We expect to receive all necessary regulatory approvals, and close the
transaction, in the first quarter of 2002. However, we cannot offer
assurances that the merger will receive the necessary regulatory approvals
or as to the timing for the grant or denial of these approvals.

APPRAISAL RIGHTS (PAGE ____ AND APPENDIX C). Delaware law entitles the
record holders of shares of Orion Power common stock who follow the
procedures specified in Section 262 of the Delaware General Corporation
Law, or the "DGCL," to have their shares of Orion Power common stock
appraised by the Delaware Court of Chancery and to receive, in place of the
merger consideration, the "fair value" of their shares of Orion Power
common stock, as may be determined by the court. The text of Section 262 of
the DGCL, which sets forth the requirements for stockholders to demand and
perfect their appraisal rights, is attached as Appendix C to this proxy
statement.

MERGER FINANCING (PAGE ) . The merger is not conditioned upon Reliant
Resources obtaining financing. Reliant Resources expects to fund the
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transaction with current cash balances, existing Reliant Resources credit
facilities and a new acquisition financing facility, which will be in place
at or prior to closing.

THE MERGER AGREEMENT (PAGE AND APPENDIX A)
CLOSING OF THE MERGER (PAGE ) . Before we can complete the merger, a
number of conditions must be satisfied or waived by the applicable party.

These include:

* approval and adoption of the merger agreement and the merger by holders
of a majority of the outstanding shares of Orion Power common stock;

* expiration or early termination of applicable waiting periods under
United States federal antitrust laws and approval by the FERC and the
NYPSC;

* absence of any legal prohibitions or restraints against the merger;

* each party's material compliance with its obligations under the merger

agreement; and

* accuracy, as qualified by materiality, of each party's representations
and warranties under the merger agreement.

We expect to complete the merger as promptly as practicable after all of
the conditions to the merger have been satisfied or waived.

TERMINATION OF THE MERGER AGREEMENT (PAGE ) . The merger agreement may be
terminated and the merger may be abandoned at any time prior to the
effective time of the
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merger (notwithstanding any approval of the merger agreement by the Orion
Power stockholders) by:

* mutual written consent of Orion Power and Reliant Resources;

* either party if the merger is not completed by September 30, 2002,
which date may be extended by up to 90 days by either Orion Power or
Reliant Resources if all conditions to completion of the merger have
been satisfied (or are capable of then being satisfied) except that the
merger has not received the necessary antitrust or regulatory approvals
or legal prohibitions are in effect against the merger;

* either party if any court or governmental agency issues a final and
nonappealable order preventing the merger;

* either party if there has been a material breach by the other party of
any representation, warranty, covenant or agreement contained in the
merger agreement which would result in a failure of a condition to the
non-breaching party's obligations under the merger agreement as
described in "The Merger Agreement--Conditions to the Merger" and
which cannot be cured prior to September 30, 2002, or if, applicable,
the extended termination date;

* Orion Power after giving Reliant Resources three days prior (but
revocable) written notice of its receipt of an acquisition proposal, in
order to enter into an agreement providing for an acquisition



Edgar Filing: ORION POWER HOLDINGS INC - Form PREM14A

transaction which is a superior proposal;

* Reliant Resources 1if our board has withdrawn or adversely amended in
any material respect its approval or recommendation to our stockholders
of the merger or the merger agreement; and

* either party if the merger agreement was not approved and adopted by
the Orion Power stockholders by reason of the failure to obtain the
required vote at the special meeting.

TERMINATION FEE IF MERGER IS NOT COMPLETED (PAGE ) . We must pay Reliant
Resources a termination fee of:

* $90 million if we terminate the merger agreement, after giving Reliant
Resources three days prior (but revocable) written notice of our
receipt of an acquisition proposal, in order to enter into a definitive
agreement providing for an acquisition transaction that is a superior
proposal; or

* $45 million if:

(1) Reliant Resources terminates the merger agreement because our board
has withdrawn or adversely amended in any material respect its
approval or recommendation to our stockholders of the merger or the
merger agreement, or

(2) either we or Reliant Resources terminates the merger agreement
because the merger agreement was not approved and adopted by our
stockholders by reason of the failure to obtain the required vote
at the special meeting,

and Reliant Resources was not at the time of termination in material
breach of its representations, warranties, covenants and agreements
contained in the merger agreement and prior to the time of the special
meeting, an acquisition proposal by a third party had been publicly
proposed or publicly announced and not withdrawn.

We must pay Reliant Resources an additional fee of $45 million if a fee
is payable pursuant to (1) or (2) immediately above and on or prior to
the nine-month anniversary of a termination of the merger agreement
which gives rise to the obligation to pay that fee we enter into an
agreement with respect to a 50% acquisition transaction or we or our
board recommend a third party tender-offer or exchange-offer which
would result in the offeror (other than The Goldman Sachs Group, Inc.
and its affiliates) beneficially owning in excess of 50% of the
outstanding shares of Orion Power common stock. We must pay the
additional $45 million fee upon completion of that acquisition
transaction or tender offer or exchange offer.

THE STOCKHOLDER AGREEMENTS (PAGE )

Reliant Resources entered into separate agreements with certain affiliates
of The Goldman Sachs Group, Inc., Constellation Enterprises, Inc., certain
affiliates of Mitsubishi Corporation and Tokyo Electric Power Company
International B.V. that obligate each of them individually to vote all of its
shares in favor of approval of the merger agreement and to vote all of its
shares against any other acquisition proposal by a third party. Together, these
stockholders own approximately 60% of the total outstanding shares of Orion
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Power. Each of these stockholders' obligation to vote in favor of approval of
the merger agreement and not to transfer its shares of Orion Power common stock
terminates (a) upon the mutual agreement of the parties or (b) immediately upon
the earliest of (1) the date on which the merger agreement is terminated in
accordance with its terms, (2) the effective time of the merger and (3) an
amendment to the merger agreement which has not been consented to in writing in
advance by that stockholder, other than a ministerial amendment that would not
adversely affect that stockholder or the consideration to be received under the
merger agreement.

INTERESTS OF CERTAIN PERSONS IN THE MERGER (PAGE )

When our board considered the merger and the merger agreement, the board
was aware that certain of our officers and directors have interests and
arrangements that may be different from, or in addition to, your interests as
Orion Power stockholders. Each vested and unvested Orion Power stock option,
including those held by our directors and officers, will be cancelled and
converted into the right to receive a cash payment equal to the excess, if any,
of the merger consideration over the option's exercise price, multiplied by the
number of shares subject to the option. Pursuant to change in control agreements
approved by our board, certain of our executives will receive lump-sum cash
payments and other benefits if their employment is
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terminated under specified circumstances following the merger. Additionally,
these executives are eligible to participate in a retention pool established by
Orion Power under the terms of the merger agreement and may receive retention
payments from the retention pool. Other specified benefits will be accelerated
or paid upon completion of the merger. Under the merger agreement, Reliant
Resources, Orion Power and Reliant Energy Power Generation Merger Sub, Inc., or
"Merger Sub," will indemnify directors and officers of Orion Power, among
others, after the merger. Reliant Resources will also maintain in effect
policies of directors' and officers' liability insurance. See "The Merger
Agreement--Indemnification and Insurance."

Goldman, Sachs & Co., Orion Power's financial advisor, will be paid a fee
upon completion of the merger. In addition, through affiliated entities, The
Goldman Sachs Group, Inc. is the largest stockholder of Orion Power, owning
approximately 33% of the outstanding shares of Orion Power common stock, and
Orion Power's board includes three individuals who are employees of Goldman
Sachs.
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THE COMPANIES
ORION POWER HOLDINGS, INC.

We are a fast-growing electric power generating company committed to
delivering a broad range of wholesale energy and related products and services
to independent system operators, utilities, municipalities, cooperatives and
retail aggregators. We are growing our business by strategically acquiring,
developing and modernizing non-nuclear electric generating facilities located in
critical locations across the United States and Canada. We approach our business
with financial discipline, applying a rigorous and multi-faceted approach to
valuing acquisitions and development opportunities, including the strict
application of rate of return targets on invested capital. We currently own 81
plants with an aggregate capacity of 5,926 megawatts, or "MW." We also have two
projects under construction with a total capacity of 708 MW, with announced
plans to develop additional projects with a total capacity of 4,385 MW. If we
complete our announced projects, we will have an aggregate capacity of almost
11,000 MW in operation.

Our facilities currently in operation are diversified by fuel type and
geographically. The tables below set forth the assets owned by our regional
operating companies:

Orion Power New York, L.P. Facilities Summary

CAPACITY
ASSET (MW) FUEL TYPE LOCATION SERVED
Hydroelectric assets ........... 650 Water Central and Northern
New York State
Assets located in New York
City:
Astoria Generating Station .1,265 Natural Gas/0Oil New York City—-—
Queens
Gowanus Generating Station ...524 Natural Gas/0Oil New York City—-—
Brooklyn
Narrows Generating Station ...271 Natural Gas/0Oil New York City—-—
Brooklyn

Carr Street Generating Station .102 Natural Gas/0Oil East Syracuse, NY

Orion Power MidWest, L.P. Facilities Summary

CAPACITY
ASSET (MwW) FUEL TYPE LOCATION SERVED

11
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Avon Lake Generating Station .. 739 Coal Cleveland, OH
Brunot Island Generating
Station ...t e e 234 Natural Gas/0il Pittsburgh, PA
Ceredo Generating Station ..... 500 Natural Gas Ceredo, WV
Cheswick Generating Station ... 570 Coal Pittsburgh, PA
Elrama Generating Station ..... 487 Coal Pittsburgh, PA
New Castle Generating Station . 338 Coal West Pittsburg, PA
Niles Generating Station ...... 246 Coal Youngstown, OH
Total ..., 3,114
Total Portfolio ....... 5,926

In order to provide a broad range of energy products and services and to
better manage electric and fuel commodity risk, we seek to diversify the fuel
types of our facilities as set forth in the table below:

Fuel Type Summary

FUEL TYPE CAPACITY PERCENTAGE
[ 2= 0 2,297 39%
Natural Gas/0il (Dual fuel capability) ..... 1,918 32%
NAatUral GasS v v vttt ittt ittt eeeeeeeeeeaeenns 668 11%
Fuel Odl ittt ettt ettt eaeeeeenens 393 7%
L o 650 11%
Total 5,926 100%

In addition, we manage electric and fuel commodity price risk by attempting
to sell a majority of our output forward through long-term and short-term
contracts and purchase in advance the associated fuel to match the term of those
sales. We target to sell forward approximately 60-75% of our forecasted electric
energy output in advance.

Our strategy has been to acquire and develop a portfolio of premier
non-nuclear generating facilities in the United States and Canada that provide
electricity and related products for the regions in which they are located,
while seeking to maximize value for our stockholders. We have attempted to have
a significant market share in each region in which we choose to compete, and
believe we will become a prominent power generator in each of those regions. Our
strategy includes the following key elements:

* Attract and retain talented, entrepreneurial employees;
* Acquire additional high quality generating assets;
2
* Improve the operating performance and lower the operating costs of our
assets;
* Grow through expansion at our facilities and development of new

12
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locations;
* Build strong relationships with local wholesale customers; and
* Actively manage energy and fuel merchant market risk.

We are a Delaware corporation and were incorporated in 1998. Our executive
offices are located at 7 East Redwood Street, 10th Floor, Baltimore, Maryland
21202; telephone: (410) 230-3500.

RELIANT RESOURCES, INC.

Reliant Resources, Inc., or "Reliant Resources," is a rapidly growing
provider of electricity and energy services with a focus on the competitive
segments of the electric power industry in the United States and Europe. Reliant
Resources acquires, develops and operates electric power generation facilities
that are not subject to traditional cost-based regulation and therefore can sell
power at prices determined by the market. Reliant Resources acquired its first
power generation facilities in 1998 and has grown its aggregate net generation
capacity to 13,515 MW, as of June 30, 2001. Reliant Resources also trades and
markets power, natural gas and other energy-related commodities and provides
related risk management services. Reliant Resources' trading, marketing, and
risk management skills complement its generation positions. The combination
provides greater scale and skill associated with the management of its fuel and
power positions, sophisticated commercial insights and an understanding of the
key regions in which Reliant Resources participates, and a wider range of ways
in which Reliant Resources participates in the market and is able to meet
customer needs.

Reliant Resources intends to become a provider of retail electric services
in Texas when the market opens to retail competition in January 2002 and in
other United States markets with favorable regulatory structures and profit
opportunities thereafter. Reliant Resources will initially succeed to a
significant retail electric customer base in the Houston, Texas metropolitan
area. It intends to build its retail business elsewhere by capitalizing on the
skills and systems it 1is building for the competitive market in Houston.

Reliant Resources believes that the combination of Reliant Resources' high
quality portfolio of power generation assets, its sophisticated trading,
marketing and risk management operations and its anticipated retail electric
customer base in Texas provides Reliant Resources with the foundation to
successfully capitalize on the attractive growth opportunities in the
deregulating electric power markets. Reliant Resources also engages in other
businesses, specifically eBusiness, communications and venture capital, that
Reliant Resources believes provide potential opportunities for future growth.

As of June 30, 2001, Reliant Resources owned or leased electric power
generation facilities with an aggregate net generating capacity of 13,515 MW
located in five regions of the United States and in the Netherlands. Reliant
Resources also had 4,402 MW of generating capacity under construction or
construction agency agreements as of that date. Reliant

Resources is evaluating strategic alternatives regarding its European assets.
The following table describes Reliant Resources' facilities.

13
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UNDER
REGION OPERATING CONSTRUCTION TOTAL
Mid-Atlantic ....... 4,262 1,316 5,578
Southwest .......... 4,045 1,687 5,732
Mid-continent ...... 1,063 154 1,217
Florida ............ 619 464 1,083
Texas (1) ...oveveen.. 50 781 831
Netherlands ........ 3,476 —— 3,476
TOTAL &t veeeeeeennn 13,515 4,402 17,917

(1) Reliant Resources also has an option, which is exercisable in January
2004, to acquire Reliant Energy's 81% interest in a company owning
14,040 MW of net generating capacity in Texas.

Reliant Energy, Incorporated, an international energy delivery and energy
services company, currently owns more than 80% of Reliant Resources' outstanding
shares. The other shares were sold in an initial public offering in May 2001.
Reliant Energy currently plans to distribute the remaining shares of Reliant
Resources that it owns to its stockholders within 12 months of the time of the
initial public offering.

Reliant Resources is a Delaware corporation and was incorporated in 2000.
Reliant Resources' executive offices are located at 1111 Louisiana, Houston,
Texas 77002; telephone: (713) 207-3000.

MERGER SUBSIDIARY

Reliant Energy Power Generation Merger Sub, Inc., or "Merger Sub," is a
Delaware corporation and wholly owned subsidiary of Reliant Resources,
incorporated by Reliant Resources in 2001 solely for the purpose of merging into
Orion Power. The mailing address of Merger Sub's principal executive offices is
c/o Reliant Resources, 1111 Louisiana, Houston, Texas 77002; telephone: (713)
207-3000.

THE SPECIAL MEETING
THE PROPOSAL

This proxy statement is being furnished to Orion Power stockholders in
connection with the solicitation of proxies by the Orion Power board for use at
a special meeting to be held on , 2001, at 11:00 a.m., local time, at the
Hyatt Regency Baltimore Inner Harbor Hotel, 300 Light Street, Baltimore,
Maryland 21202. The purpose of the special meeting is for you to consider and
vote upon a proposal to adopt and approve the Agreement and Plan of Merger,
dated as of September 26, 2001, by and among Orion Power, Reliant Resources and
Merger Sub, which provides for the merger of Merger Sub with and into Orion
Power. A copy of the merger agreement is attached as Appendix A to this proxy
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statement. This proxy statement and the enclosed form of proxy are first being
mailed to Orion Power stockholders on or about , 2001.

RECORD DATE AND VOTING

The holders of record of Orion Power common stock as of the close of
business on the record date, which was , 2001, are entitled to receive
notice of, and to vote at, the special meeting. On the record date, there were

shares of Orion Power common stock outstanding.

The holders of a majority of the shares of Orion Power common stock which
are outstanding on , 2001, represented in person or by proxy, will
constitute a quorum for purposes of the special meeting. A gquorum 1s necessary
to hold the special meeting. Any shares of Orion Power common stock held in
treasury by Orion Power or by any of its subsidiaries are not considered to be
outstanding for purposes of determining a quorum. In accordance with Delaware
law, abstentions and properly executed broker non-votes will be counted as
shares present and entitled to vote for the purposes of determining a quorum.
"Broker non-votes" result when, under the rules of the New York Stock Exchange,
or "NYSE," brokers are precluded from exercising their voting discretion with
respect to the approval of non-routine matters such as the merger proposal, and,
thus, absent specific instructions from the beneficial owner of those shares,
brokers are not empowered to vote the shares with respect to the approval of
those proposals.

REQUIRED VOTE

Each share of Orion Power common stock which is outstanding on the record
date entitles the holder to one vote at the special meeting. Completion of the
merger requires the adoption and approval of the merger agreement and the merger
by the affirmative vote of the holders of a majority of the outstanding shares
of Orion Power common stock. Because the vote is based on the number of shares
of Orion Power common stock outstanding rather than on the number of votes cast,
failure to vote your shares is effectively a vote against the merger. In
addition, although treated as shares that are present and entitled to vote at
the special meeting for purposes of determining whether a quorum exists,
abstentions and properly executed broker non-votes will have the same effect as
votes against approval and adoption of the merger proposal. You may vote your
shares of Orion Power common stock in any of four ways:

(1) by completing and returning the enclosed proxy card by mail;

(2) by appointing a proxy to vote your shares through the Internet, as
outlined on the enclosed proxy card;

(3) Dby appointing a proxy to vote your shares by telephone, as outlined on
the enclosed proxy card; or

(4) Dby appearing and voting in person by ballot at the special meeting.

Orion Power stockholders who, in the aggregate, own approximately 60% of
the total number of shares of Orion Power common stock which are outstanding as
of the record date entered into stockholder agreements with Reliant Resources
whereby each of these stockholders has agreed to vote its shares of Orion Power
common stock in favor of the merger. See "The Stockholder Agreements." As a
result, Orion Power stockholder approval of the merger is assured.
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As of the record date, our executive officers and directors other than
those affiliated with entities that have entered into stockholder agreements
owned an aggregate of shares of Orion Power common stock, entitling them

to exercise approximately % of the voting power of Orion Power common stock
entitled to vote at the special meeting.

PROXIES; REVOCATION

If you vote your shares of Orion Power common stock by signing a proxy,
your shares will be voted at the special meeting as you indicate on your proxy
card. If no instructions are indicated on your signed proxy card, your shares of
Orion Power common stock will be voted FOR the approval and adoption of the
merger agreement and the merger. If you vote your shares of Orion Power common
stock through the Internet or by telephone, your shares will be voted at the
special meeting as instructed.

You may revoke your proxy at any time before the proxy is voted at the
special meeting. A proxy may be revoked prior to the vote at the special meeting
in any of three ways:

(1) by submitting a written revocation dated after the date of the proxy
that is being revoked to the Secretary of Orion Power at 7 East
Redwood Street, 10th Floor, Baltimore, Maryland 21202;

(2) Dby submitting a later-dated proxy relating to the same shares to the
Secretary of Orion Power by mail, telephone or Internet; or

(3) by attending the special meeting and voting in person by ballot.

Attendance at the special meeting will not, in itself, constitute
revocation of a previously granted proxy. If you do not hold your shares of
Orion Power common stock in your own name, you may revoke or change a previously
given proxy by following the instructions provided by the bank, broker or other
party, that is the registered owner of the shares.

Orion Power and Reliant Resources will share equally the costs associated
with printing and filing this proxy statement. Orion Power will pay the costs of
soliciting proxies for the special meeting. Our officers, directors and
employees may solicit proxies by telephone, mail, the Internet or in person.
However, they will not be paid for soliciting proxies. We will also request that
individuals and entities holding shares in their names, or in the names of their
nominees, that are beneficially owned by others, send proxy materials to and
obtain proxies from those beneficial owners, and will reimburse those holders
for their reasonable expenses in performing those services. We have retained
MacKenzie Partners, Inc. to assist us in the solicitation of proxies, using the
means referred to above, and will pay fees of up to $10,000, plus reimbursement
of out-of-pocket expenses.

ADJOURNMENTS

If no quorum exists (of stockholders present or represented by proxy), the
special meeting may be adjourned by the stockholders who are present or
represented by proxy. These stockholders may make this adjournment without
notice, other than announcement at the special meeting, until a quorum is
present or represented by proxy. At the adjourned meeting, if a quorum is
present or represented by proxy, the stockholders may transact any business
which might have been transacted at the original meeting. If the adjournment is
for more than 30 days, or, if after adjournment a new record date is set, we
must give notice of the adjourned meeting to each stockholder of record entitled
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to vote at the meeting.

THE MERGER
BACKGROUND OF THE MERGER

Since our formation in March 1998, we have maintained a growth strategy
focused on acquiring and developing a portfolio of premier non-nuclear
generating facilities in the United States and Canada that provide electricity
and related products for the regions in which they are located. Our strategy
includes targeting for acquisition assets being divested by regulated utilities,
or being sold by independent power developers and unregulated owners of power
plants, as well as achieving growth through the increasing demand for
electricity, with the goal of becoming one of the ten largest power generators
in the United States, while maintaining strict financial controls.

On July 10, 2001, the chief executive of a large industry participant
contacted Jack Fusco, Chief Executive Officer and President of Orion Power, and
inquired whether Orion Power would consider a proposal to acquire Orion Power.
Mr. Fusco indicated that although Orion Power was not for sale, Orion Power, its
management and board of directors were always focused on the best way to create
stockholder value. Mr. Fusco then contacted other members of our management team
to discuss the inquiry. Shortly thereafter, our management and board met to
discuss the other company's potential interest, as well as Orion Power's
prospects and strategic direction and the future of the independent power
production industry. Management also discussed these matters with our financial
advisor, Goldman, Sachs & Co.

After considering then-current industry conditions, including an
anticipated decrease in the number of future acquisition opportunities, the
potential slowing or reversal of energy deregulation due to the California
energy crisis, the impact that a potential change in energy regulatory policy
would likely have on our growth prospects and our small size relative to our
competitors, our board decided that the initial expression of interest should be
explored. The board further determined that Orion Power stockholders would best
be served by determining whether an acquisition of Orion Power could
alternatively be developed with parties in addition to the party that had
contacted Mr. Fusco.

On July 24, 2001, we authorized our financial advisor to contact on our
behalf selected parties to ascertain whether those parties would be interested
in considering an acquisition of Orion Power. The following week, our financial
advisor contacted six parties to explore whether they might be interested in
such a transaction. We selected the group of six, with the assistance of our
financial advisor, following a review of a larger group of industry
participants, based on an assessment of each party's possible strategic
rationale for an acquisition and anticipated willingness and ability to pursue
and complete such a transaction, including regulatory considerations. Additional
parties, apparently learning of our inquiries, contacted Orion Power or our
financial advisor for information regarding a potential acquisition transaction
with us.

On July 30, 2001, our management and our financial advisor met to consider
the results of all of these initial contacts, and based upon those results, on
August 1, 2001, our financial advisor, on our behalf, sent instructions to seven
parties seeking written indications of interest with respect to an acquisition
transaction with us. On August 8, 2001, we received six preliminary non-binding
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indications of interest based solely on publicly available information

about Orion Power. Over the next several days, four additional parties submitted
preliminary non-binding indications of interest. On August 13, 2001, our board
of directors met, with representatives of management and our financial advisor
present, to consider the preliminary indications received. The indications of
interest during this preliminary stage ranged from $25 to $33 per share. The
board determined that the values potentially realizable from the sale of Orion
Power might compare favorably to the values stockholders might realize from the
continued operation of Orion Power as an independent company, although no
definitive decision was made that Orion Power should be sold. Based upon a
review of the preliminary indications, we authorized our financial advisor to
invite four parties, including Reliant Resources, to conduct due diligence in
preparation for making final proposals. We entered into confidentiality
agreements with each of the four parties and offered each of them an opportunity
to review Orion Power's material agreements and information, as well as to meet
with our senior management and other selected senior personnel, and, in some
cases, visit some of our facilities.

On August 29, 2001, our financial advisor, on our behalf, sent final bid
instructions to the remaining interested parties and on August 30, 2001,
distributed a proposed merger agreement. Final proposals consisting of a bid
letter, signed financing commitments, if necessary, and a markup of the proposed
merger agreement were initially due on September 12, 2001. However, in light of
the terrorist attacks on September 11, 2001, we postponed the due date of the
bids until September 21, 2001.

On September 21, 2001, we received two proposals to acquire Orion Power for
cash —-— Reliant Resources, at $25 per share, and the party which initially
contacted us, at $26 per share. Management, after consulting the finance
committee of the board, authorized our financial advisor to contact these two
parties on September 22, 2001, and request that they submit improved proposals
by mid-afternoon on September 23, 2001. After separate discussions between our
advisors and representatives of both parties, Reliant Resources increased its
bid to $26 per share while the other party did not revise its proposal. On
September 23, 2001, our board met, with representatives of management, our
financial advisor, our special legal counsel, Wachtell, Lipton, Rosen & Katz,
and our regulatory counsel, Kirkland & Ellis, present, to consider and discuss
in detail the terms of each proposal. After extensive discussion, the board
decided to authorize negotiations with both parties to determine whether either
proposal could be improved, in terms of both price and contract provisions.

After further discussions with our advisors and representatives of both
parties, on September 25, 2001 we received Reliant Resources' definitive offer
of $26.80 per share in cash and, from the other party, two alternative offers,
one of $26 per share in cash and the other consisting of a combination of cash
and the other company's common stock with a blended value on that date of less
than $26.80 per share. In addition, the other party's proposal remained subject
to significant negotiation of the definitive agreement and was subject to the
execution of stockholder agreements with our large stockholders that, as a
result of limitations which would remain in effect after termination of an
acquisition agreement, would have effectively precluded termination of that
acquisition agreement in order to accept a superior offer. It was a condition of
the Reliant Resources offer that our large stockholders enter into stockholder
agreements to support the Reliant Resources transaction; the terms of these
agreements were less restrictive than those proposed by the other party.
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On September 25, 2001 our board met, with representatives of management,
our financial advisor and special counsel present, to consider these offers. Our
board reviewed the per share consideration proposed in the offers and received
analyses from our financial advisor. Our special counsel then reviewed for the
board the terms and conditions of the proposed merger agreement and stockholder
agreements that were being sought by Reliant Resources, and the terms and
conditions proposed by the other party. Our board also received our financial
advisor's oral opinion, which was later confirmed in writing, that, as of the
date of that opinion, and based upon and subject to the matters stated in the
opinion, the cash consideration to be received pursuant to the merger by the
Orion Power stockholders was fair from a financial point of view to such
stockholders. As a result of its deliberations, our board concluded that the
Reliant Resources proposal was superior to the proposals made by the other party
and authorized acceptance of the Reliant Resources proposal. See "--Orion
Power's Reasons for the Merger; Recommendation of the Orion Power Board of
Directors."

From September 25 to 26, representatives of Reliant Resources and Orion
Power finalized the terms of the merger agreement and representatives of Reliant
Resources, Orion Power and each of our large stockholders finalized the terms of
the stockholder agreements. On September 26, 2001, we and Reliant Resources
entered into the merger agreement (see "The Merger Agreement") and Reliant
Resources entered into stockholder agreements with several of our largest
stockholders (see "The Stockholder Agreements").

ORION POWER'S REASONS FOR THE MERGER; RECOMMENDATION OF THE ORION POWER BOARD OF
DIRECTORS

The Orion Power board of directors, at a special meeting held on September
25, 2001, unanimously determined that the merger and the merger agreement are in
the best interests of the Orion Power stockholders. Accordingly, the Orion Power
board recommends that you vote FOR approval and adoption of the merger and the
merger agreement at the special meeting. In the course of determining that the
merger and the merger agreement are in the best interests of the Orion Power
stockholders, the board consulted with management, as well as its financial and
legal advisors, and considered a number of factors in making its determination,
including:

(1) the board's familiarity with, and information provided by management
as to, the business, financial condition, results of operations,
current business strategy and future prospects, of Orion Power, the
nature of the markets in which we operate and our position
in such markets;

(2) management's review of the regulatory environment following
experiences with deregulation in the California market and the
resulting expected decline in opportunities to acquire power
generation assets and the impact of such a decline on our growth
strategy;

(3) management's review of regulatory developments and the environment
affecting the independent power production market structure and the

potential effect on Orion Power's earnings potential;

10
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management's review of the risks associated with achieving growth
targets through new project development rather than by acquisition of
existing power generation assets or companies;

the scope and outcome of the process conducted to identify parties
having a potential interest and ability to acquire Orion Power and to
develop the definitive acquisition proposals described above (see
"--Background of the Merger");

that the merger consideration is all cash, providing relative
certainty of value to Orion Power stockholders in the context of
recent volatility in the market price of Orion Power shares; in that
regard, the board took note of the general equity market decline since
the events of September 11, 2001;

that the merger consideration of $26.80 in cash per Orion Power share
represents a premium of 40.3% over the closing price of Orion Power
common stock on September 25, 2001, the day prior to the announcement
of the transaction;

that the merger consideration of $26.80 in cash per Orion Power share
represents an approximate discount of 2.0% to the offering price of
the Orion Power shares sold in the May 31, 2001 follow-on secondary
public offering;

the opinion of Goldman Sachs that, as of the date of that opinion, and
based upon and subject to the matters stated in the opinion, the cash
consideration to be received pursuant to the merger by the Orion Power
stockholders was fair from a financial point of view to those
stockholders;

the terms and conditions of the merger agreement and stockholder
agreements, including that the merger agreement proposed by Reliant
Resources did not include a financing condition and our management's
conclusion, based on consultation with its financial advisor and
information provided by Reliant Resources, that Reliant Resources was
reasonably capable of raising the financing that, together with its
existing cash and cash equivalents and existing credit facilities,
would be necessary to consummate the merger;

the possibility that, under circumstances specified in the merger
agreement, Orion Power could conduct negotiations with a third party
and terminate the merger agreement if a superior proposal for a
business combination or acquisition of Orion Power were to be made.
The board recognized that the termination fee payable upon such
termination might discourage other parties that might otherwise have
an interest in a business combination with, or an acquisition of,
Orion Power (see "The Merger Agreement—--Termination Fee");

the board's conclusion that the merger with Reliant Resources offered
a higher per share value on that date and greater assurance of
consummation compared to the other definitive proposals received, and
that the other party's alternative proposals would have required
significant additional negotiations to reach an acceptable agreement
(if one could be reached at all) to address among other issues, the
greater conditionality of that party's proposals and the unacceptably

11
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restrictive deal protection measures that were requested of us and our
largest stockholders;

(13) that gains arising from an all-cash transaction would be taxable to
Orion Power stockholders for United States federal income tax
purposes; and

(14) that, following consummation of the merger, the current Orion Power
stockholders, unless they reinvest their proceeds from the merger in
Reliant Resources securities, will no longer be able to participate,
directly or indirectly, in any increases or decreases in the value of
our businesses and properties.

In addition, the board was aware of the interests of certain of our
officers and directors described in "--Interests of Certain Persons in the
Merger."

The foregoing discussion addresses the material information and factors
considered by the board in its consideration of the merger, including factors
that support the merger as well as those that may weigh against it. In view of
the variety of factors and the quality and amount of information considered, the
board did not find it practicable to and did not make specific assessments of,
quantify or otherwise assign relative weights to the specific factors considered
in reaching its determination. In addition, the board did not undertake to make
any specific determination as to whether any particular factor, or any aspect of
any particular factor, was favorable or unfavorable to its ultimate
determination. The determination to approve the merger was made after
consideration of all of the factors in the aggregate. Individual members of the
board may have given different weight to different factors.

PROJECTIONS

We do not as a matter of course make public projections as to our future
performance or earnings. However, in connection with the discussions concerning
the proposed merger, we furnished to Reliant Resources certain financial
forecasts for Orion Power prepared by our management and reviewed by our board.

The projections, which are set forth below, included forecasts of net
operating revenues, earnings before interest, taxes, depreciation and
amortization (EBITDA), income before extraordinary and non-recurring items and
diluted earnings per share (EPS) before extraordinary and non-recurring items
for Orion Power on a consolidated basis.

($ in millions, except per share data)

2002 2003 2004 2005
Revenue $1,303 $1,332 $1,604 $1,757
EBITDA 608 673 829 943
Net Income 168 193 238 283
EPS - Diluted (treating $1.52 $1.72 $2.08 $2.46
convertible debt on an
as—converted basis)
12

IMPORTANT INFORMATION ABOUT THE PROJECTIONS
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We did not prepare these projections with a view to public disclosure and
we include them in this proxy statement only because we made this information
available to Reliant Resources. We did not prepare the projections with a view
to compliance with published guidelines of the Securities and Exchange
Commission, or "SEC," or the guidelines established by the American Institute of
Certified Public Accountants regarding projections or forecasts. Neither our
independent auditors nor any other independent accountants have compiled,
examined or performed any procedures with respect to the projections. The
projections represented our management's best estimates as of July 2001;
however, while presented with numeric specificity, the projections reflect
numerous assumptions made by our management with respect to industry
performance, general business, economic, market and financial conditions and
other matters, including assumed effective interest rates and effective tax
rates consistent with historical levels for Orion Power, all of which are
difficult to predict, many of which are beyond our control and none of which
were subject to approval by Reliant Resources. Accordingly, we cannot offer any
assurance that the assumptions made in preparing the projections will prove
accurate, and actual results may be materially greater or less than those
contained in the projections. Except to the extent required under the federal
securities laws, we do not intend to make publicly available any update or other
revisions to the projections to reflect circumstances existing after the date of
the preparation of the projections. See "Forward-Looking Statements."

OPINION OF ORION POWER'S FINANCIAL ADVISOR

When it approved the merger agreement, our board received the oral opinion
of Goldman, Sachs & Co. which was later confirmed in writing that, as of the
date of that opinion, and based upon and subject to the matters and wvarious
assumptions stated in that opinion, the $26.80 per share in cash to be received
by the Orion Power stockholders pursuant to the merger agreement was fair to our
stockholders from a financial point of view.

The full text of the written opinion of Goldman Sachs, dated September 26,
2001, which sets forth assumptions made, matters considered and limitations on
the review undertaken in connection with the opinion, is attached as Appendix B
to this proxy statement. We urge you to, and you should, read the Goldman Sachs
opinion in its entirety. Goldman Sachs conducted its analysis and provided its
opinion for the information and assistance of our board in connection with its
consideration of the transactions contemplated by the merger agreement. The
Goldman Sachs opinion is not a recommendation as to how any Orion Power
stockholder should vote with respect to the approval of the merger agreement.

In connection with its opinion, Goldman Sachs reviewed, among other things:
* the agreement and plan of merger;

* our annual reports to Orion Power stockholders and annual reports on
Form 10-K for the year ended December 31, 2000;

* our registration statement on Form S-1, including the prospectus dated
November 13, 2000, relating to our initial public offering of shares
of Orion Power common stock;

13
* selected interim reports to Orion Power stockholders and our quarterly
reports on Form 10-Q;
* selected other communications from Orion Power to Orion Power
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stockholders; and

* selected internal financial analyses and forecasts for Orion Power
prepared by Orion Power management.

Goldman Sachs also held discussions with Orion Power senior management
regarding their assessment of Orion Power's past and current business
operations, financial condition and future prospects of Orion Power. In
addition, Goldman Sachs:

* reviewed the reported price and trading activity for Orion Power
common stock;

* compared various financial and stock market information for Orion
Power with similar information for selected other companies that have
publicly traded securities;

* reviewed the financial terms of selected recent business combinations
in the United States electric power industry specifically and in other
industries generally; and

* performed other studies and analyses that Goldman Sachs considered
appropriate.

Goldman Sachs relied on the accuracy and completeness of all of the
financial, accounting and other information discussed with or reviewed by it and
assumed such accuracy and completeness for purposes of rendering its opinion. In
that regard, Goldman Sachs assumed, with the consent of the Orion Power board,
that the financial forecasts prepared by, or discussed with, the Orion Power
management had been reasonably prepared on a basis reflecting the best available
estimates and judgments of Orion Power as of the date of its opinion. In
addition, Goldman Sachs did not make an independent evaluation or appraisal of
Orion Power's assets and liabilities or those of any of its subsidiaries and has
not been furnished with any such evaluation or appraisal, nor did Goldman Sachs
address the merits of Orion Power's underlying decision to engage in the
transaction contemplated by the merger agreement in rendering its opinion.

The following is a summary of the material financial analyses used by
Goldman Sachs in connection with providing its opinion to the Orion Power board.
This summary does not purport to be a complete description of the analyses
performed by Goldman Sachs. The following summary of the financial analyses
includes information presented in tabular form. In order to more fully
understand each financial analysis used by Goldman Sachs, each table must be
read together with the full text of the related part of the summary.

ANALYSIS OF RELIANT RESOURCES' OFFER
Goldman Sachs analyzed the offer price of $26.80 per share of Orion Power

common stock and compared it to the stock price for Orion Power for various
periods ending on September 25, 2001.

14

The results of this analysis are summarized as follows:

Purchase Price Per Share $26.80
Premium to Market Price (September 25, 2001) 45.3%
Premium to 52-Week High (17.8)%
Premium to 52-Week Low 64.5%
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Premium to 30-Day Average 28.9%
Premium to 60-Day Average 23.9%

In addition, using estimates provided by our management, Goldman Sachs also
considered various ratios and multiples described below that were implied by the
proposed offer price of $26.80 per share of Orion Power common stock:

* equity consideration of Reliant Resources' offer (meaning the $26.80
price per share of Orion Power common stock multiplied by the number
of shares of Orion Power common stock outstanding on a fully diluted
basis);

* Orion Power's enterprise value (meaning the equity consideration of
Reliant Resources' offer plus Orion Power's indebtedness minus cash);

* enterprise value to Orion Power's historical and projected earnings
before interest, taxes, depreciation and amortization for the latest
12 months and for fiscal years 2001 and 2002, respectively;

* equity consideration to Orion Power's historical and projected net
income for the latest 12 months and for fiscal years 2001 and 2002,
respectively;

* price to 2002 estimated earnings divided by five year estimated annual

EPS growth rate, or "2002 PEG Ratio";

* enterprise value to kilowatts, or "KW," of generating capacity of
Orion Power's projects in operation; projects in operation and
projects under construction; and projects in operation, projects under

construction and projects under development, respectively; and

* price to Orion Power's book wvalue as of June 30, 2001.
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The results of this analysis are summarized as follows:

Equity Consideration (S$mm) $2,946.5
Enterprise Value (S$mm) $4,794.8
Enterprise value/EBITDA
Latest 12 months 11.7x
FY 2001E 9.3x
FY 2002E 7.9x

Equity consideration/Net income

Latest 12 months 57.5x%

FY 2001E 24.7x

FY 2002E 17.5x
2002 PEG Ratio 0.7x
Enterprise value/KWs

Projects in Operation $809.1

Projects in Operation and Projects

Under Construction $578.8

Projects in Operation, Projects in
Construction and Projects Under
Development $361.4
Price to Book 1.8x
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ORION POWER'S ACQUISITION HISTORY

Goldman Sachs analyzed the four principal transactions in which Orion Power
purchased generating capacity and the price paid per KW of generating capacity.
The following table summarizes this acquisition history and the date each
transaction was announced:

Sale Price

Date Announced Seller (Smm) S/KW
October 2, 2000 Columbia Electric s 321 $321
September 28, 1999 DQE, Inc. $1,705 $652
March 3, 1999 Consolidated Edison $ 550 5296
December 3, 1998 Niagara Mohawk $ 425 $643

Weighted Average
Total: $3,001 ($/KW) : $490

16

STOCK PRICE HISTORY

Goldman Sachs reviewed the historical stock price of the Orion Power common
stock from its initial public offering to September 24, 2001, both separately
and in relation to the S&P 500 and to an index comprising the following seven
power companies, which are referred to as the "power growth" companies:

Aquila, Inc. NRG Energy, Inc.
Calpine Corporation Reliant Resources, Inc.
Dynegy Inc. The AES Corporation

Mirant Corporation

Goldman Sachs also reviewed price and volume data for Orion Power common
stock, as well as the volume of shares of Orion Power common stock traded at
various price ranges.

SELECTED COMPANIES ANALYSIS

Goldman Sachs reviewed and compared selected financial information, ratios
and public market multiples relating to Orion Power to corresponding financial
information, ratios and public market multiples for the seven power growth
companies identified above. Goldman Sachs calculated and compared various
financial multiples and ratios based on the most recent publicly available
information, Wall Street estimates and I/B/E/S estimates. The multiples and
ratios for Orion Power and each of the seven selected companies were calculated
using closing share prices as of September 24, 2001. Goldman Sachs' analyses of
the selected companies compared the following to the results for Orion Power:

* estimated long-term EPS growth rate;

* projected 2002 estimated return on equity;
* total debt to total capitalization;

* announced MW target;
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* price to 2002 estimated EPS;

* 2002 PEG Ratio;

* enterprise value to 2002 estimated EBITDA; and
* price to book ratio.

The results of this analysis, which include Orion Power in the high, low
and mean calculation, are summarized as follows:

17
Orion
High Low Mean ;;;;;
Estimated long-term EPS growth
rate ..., 32% 20% 26% 24.5%
Projected 2002E
return on equity (ROE).. 23% 9% 15% 10%
Total debt to total
capitalization ......... 80.5% 10.3% 55.3% 62.4%
Announced MW target ...... 80,000 0 42,875 20,000
Price to 2002E earnings .. 13.4x 7.8x 10.3x 12.2x
2002 PEG Ratio ........... 0.7x 0.3x 0.4x 0.5x
Enterprise value to 2002E EBITDA 8.9x 4.0x 6.8x 6.4x
Price to book ratio ...... 3.0x 0.8x 2.0x 1.3x

Using publicly available information and estimates, Goldman Sachs also
compared price to earnings multiples, market value to book value ratios, and
2002 PEG Ratios for the seven selected power growth companies identified above,
as well as for selected other companies in the United States electric power
industry, classifying them into the following sub-sectors:

* the following 13 "generation focus" companies:
Allegheny Energy, Inc. PG&E Corporation
American Electric Power Company, Inc. PPL Corporation
Constellation Energy Group, Inc. PSEG Energy Holdings Inc.
Edison International TECO Energy, Inc.
Entergy Corporation UtiliCorp United Inc.
Exelon Corporation Xcel Energy Inc.

FPL Group, Inc.

* the following five "energy convergence" companies:
Dominion Resources, Inc. Enron Corp.
Duke Energy Corporation The Williams Companies, Inc.

El Paso Corporation
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* the following 16 "integrated utilities":

ALLETE, Inc. OGE Energy Corp.

Ameren Corporation Pinnacle West Capital Corporation
Cinergy Corp. Progress Energy, Inc.

CMS Energy Corporation Reliant Energy, Incorporated

DPL Inc. SCANA Corporation

DTE Energy Company Sierra Pacific Resources
FirstEnergy Corp. Southern Energy, Inc.

Kansas City Power & Light Company TXU Corp.

* the following six "electric wires" companies:

Consolidated Edison, Inc. Northeast Utilities
DQE, Inc. NSTAR
Energy East Corporation Potomac Electric Power Company

The results of this analysis are summarized as follows:

2002 Market/ 2002
P/E Multiples Book Value PEG Ratio

Mean Median Mean Median Mean Median

Power Growth Companies 10.1x 9.7x 2.1x 2.4x% 0.4x 0.4x
Generation Focus Companies 9.9x 10.3x 1.7x 1.8x 1.2x 1.0x
Energy Convergence Companies 11.8x 12.0x 2.3x 2.2x 0.9x 0.8x
Integrated Utilities 11.3x 11.3x 2.0x 2.0x 1.1x 1.1x
Electric Wires Companies 10.9x 11.3x 3.2x 2.9x 2.0x 1.9x
These multiples and ratios compare to the multiples and ratios for Orion
Power based upon the closing price per share of its common stock on September
24, 2001 and based upon the values implied by Reliant Resources' $26.80 per
share offer, as follows:
2002 Market/ 2002
P/E Multiples Book Value PEG Ratio

Orion Power (as of

September 24, 2001) 12.2x 1.3x 0.5x
Values Implied by Reliant

Resources' $26.80 per share

offer 17.5x 1.8x 0.7x

HYPOTHETICAL FUTURE TRADING RANGE ANALYSIS
Assuming a range of forward price to earnings ratios, or "Forward P/E,"
ranging from 10x to 16x, and using earnings estimates provided by Orion Power

management, Goldman Sachs calculated a range of potential future stock prices
for Orion Power common stock in 2001, 2002,

19

2003 and 2004. Assuming a cost of equity ranging from 14% to 20%, Goldman Sachs
calculated the present value of these potential future stock prices.
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The following tables summarize the results of the hypothetical future
trading range analysis:

Assuming Exit at End of 2004

14% 16% 18% 20%
Forward P/E 10.0 x 16.59 15.68 14.83 14.04
12.0 x 19.91 18.82 17.80 16.85
14.0 x 23.23 21.95 20.77 19.66
16.0 x 26.55 25.09 23.73 22.47
Assuming Exit at End of 2003
14% 16% 18% 20%
Forward P/E 10.0 x 16.01 15.40 14.82 14.27
12.0 x 19.21 18.48 17.78 17.12
14.0 x 22.41 21.55 20.74 19.97
16.0 x 25.62 24.63 23.70 22.82
Assuming Exit at End of 2002
14% 16% 18% 20%
Forward P/E 10.0 x 15.03 14.70 14.39 14.09
12.0 x 18.03 17.64 17.27 16.91
14.0 x 21.04 20.58 20.15 19.73
16.0 x 24.04 23.52 23.03 22.55
Assuming Exit at End of 2001
14% 16% 18% 20%
Forward P/E 10.0 x 15.00 14.94 14.87 14.81
12.0 x 18.00 17.92 17.85 17.77
14.0 x 21.00 20.91 20.82 20.73
16.0 x 24.00 23.90 23.79 23.69

SELECTED TRANSACTIONS ANALYSIS

Goldman Sachs analyzed publicly available information relating to 21
selected transactions in the United States electric and utility industry between
April 30, 1998 and February 20, 2001. Goldman Sachs' analyses of the selected
transactions compared the following to the results for Orion Power:

* multiple of offer price to next year earnings per share; and
20
* multiple of offer price to book value.

The following table summarizes the results of the selected transactions
analysis:

Offer Price to Offer Price to
Next Year EPS Book Value
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High 21.2x 3.3x
Low 10.1x 0.8x
Mean 14.9x 1.9x
Median 14.4x 1.9x

The following table summarizes the price per KW consideration paid in 36
selected power generation asset divestitures in the eastern half of the United
States from 1998 until the present:

Multiple (S$/KW)

High Low Mean Median
Gas 1,398 408 658 549
0il (1) 266 266 266 266
Dual Fuel 531 240 384 383
Coal 955 206 525 520
Hydro 998 643 764 651
Various 714 246 425 427
All Deals 1,398 206 551 520

(1) Only one deal consummated.

DISCOUNTED CASH FLOW ANALYSIS

Based on estimates provided by Orion Power management, Goldman Sachs
performed a discounted cash flow analysis for the years ended December 31, 2002
to 2004. Using a range of discount rates of 10% to 14% and a range of terminal
multiples of 2005 EBITDA of 6.0x to 8.0x, Goldman Sachs calculated a range of
net present values of estimated future cash flows of Orion Power as of December
31, 2001.

The following table presents the ranges of present values indicated by this
analysis:

Equity Value Per Share ($)
Terminal Forward Multiple of 2005E EBITDA

6.0X 6.5X 7.0X 7.5X 8.0X
Discount 14.0% 15.06 17.80 20.54 23.28 26.02
Rate 13.0% 15.92 18.73 21.54 24 .36 27.17
12.0% 16.81 19.70 22.59 25.47 28.36
11.0% 17.73 20.70 23.67 26.63 29.60
10.0% 18.69 21.74 24.79 27.84 30.88

21

The preparation of a fairness opinion is a complex process and is not
necessarily susceptible to partial analysis or summary description. Selecting
portions of the analyses or of the summary set forth above, without considering
the analyses as a whole, could create an incomplete view of the processes
underlying Goldman Sachs' opinion. In arriving at its fairness determination,
Goldman Sachs considered the results of all these analyses and did not attribute
any particular weight to any factor or analysis considered by it. Rather,
Goldman Sachs made its determination on the basis of its experience and
professional judgment after considering the results of all of these analyses. No
company or transaction used in the above analyses as a comparison is directly
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comparable to Orion Power or the transaction contemplated by the merger
agreement.

The analyses were prepared solely for purposes of providing an opinion to
Orion Power's board as to the fairness from a financial point of view of the
consideration to be received by the holders of shares of Orion Power common
stock in the merger. The analyses do not purport to be appraisals or necessarily
reflect the prices at which businesses or securities actually may be sold.
Analyses based on forecasts of future results are not necessarily indicative of
actual future results, which may be significantly more or less favorable than
suggested by these analyses. Because these analyses are inherently subject to
uncertainty, being based on numerous factors or events beyond the control of the
parties or their respective advisors, none of Orion Power, Reliant Resources,
Goldman Sachs or any other person assumes responsibility if future results are
materially different from those forecast.

As described above, Goldman Sachs' opinion was one of a number of factors
taken into consideration by our board in making its determination to approve the
merger agreement and the merger. The foregoing summary does not purport to be a
complete description of the analyses performed by Goldman Sachs.

Goldman Sachs, as part of its investment banking business, is continually
engaged in the valuation of businesses and their securities in connection with
mergers and acquisitions, negotiated underwritings, competitive biddings,
secondary distributions of listed and unlisted securities, private placements
and valuations for estate, corporate and other purposes. Goldman Sachs is
familiar with Orion Power, having provided certain investment banking services
to Orion Power from time to time, including having acted as co-manager in the
private placement of $400 million aggregate principal amount of Orion Power's
12.0% senior notes due 2010 in April 2000, as lead arranger and syndication
agent for Orion Power's $1.2 billion aggregate principal amount credit facility
in April 2000, as co-manager in the initial public offering of 27.5 million
shares of Orion Power common stock in November 2000, as its financial advisor in
connection with its acquisition of Columbia Electric Corp. in December 2000 and
as co-manager in the offering of 13.0 million shares of Orion Power common stock
and $200 million aggregate principal amount of Orion Power's 4.5% convertible
senior notes due 2008 in May 2001, and having acted as its financial advisor in
connection with, and having participated in certain of the negotiations leading
to, the merger agreement.

As of September 26, 2001, investment funds affiliated with Goldman Sachs
had a principal investment in Orion Power in the amount of (a) 34,450,000 shares
of Orion Power common stock plus (b) warrants to purchase an additional
6,400,400 shares of Orion Power
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common stock, which together represent approximately 37% of Orion Power's
outstanding shares of common stock on a fully diluted basis. In connection with
the merger agreement, these investment funds entered into a stockholder
agreement with Reliant Resources pursuant to which they have agreed to vote in
favor of the transaction contemplated by the merger agreement, on the terms and

conditions set forth in the stockholder agreement. See "--Interests of Certain
Persons in the Merger." Richard A. Friedman, Douglas F. Londal and Terence M.
O'Toole, each a Managing Director of Goldman, Sachs & Co., are directors of

Orion Power.

Goldman Sachs also has provided certain investment banking services to
Reliant Resources from time to time, including having acted as co-manager in the
initial public offering of its shares of common stock in April 2001 and having
acted from time to time as a commercial paper dealer for Reliant Resources'
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commercial paper program, and may provide investment banking services to Reliant
Resources in the future. Goldman Sachs also has provided certain investment
banking services from time to time to Reliant Energy, Incorporated, or "REI,"
the majority stockholder of Reliant Resources, including having acted as
co-manager in the offering of $300 million aggregate principal amount of 7.2%
trust originated preferred securities of REI Trust I, an affiliate of REI, in
February 1999, having acted as co-manager in the offering of $1.0 billion
aggregate principal amount of 2.0% zero-premium exchangeable notes of REI due
2029 in September 1999, having acted as co-manager in the offering of $300
million aggregate principal amount of 7.4% senior notes of Reliant Energy
Financing Co. II, an affiliate of REI, due 2002 in November 1999, having acted
as co-manager in the offerings of revenue refunding bonds issued by political
subdivisions of the State of Texas and unconditionally guaranteed by REI in
April 1999 ($100 million aggregate principal amount), July 1999 ($70.315 million
aggregate principal amount) and November 1999 ($100 million aggregate principal
amount) and having acted from time to time as a commercial paper dealer for
REI's commercial paper program and may provide investment banking services to
REI in the future.

Goldman Sachs provides a full range of financial advisory and securities
services and, in the course of its normal trading activities, may from time to
time effect transactions and hold securities, including derivative securities,
of Orion Power, Reliant Resources or REI for its own account and for the
accounts of customers.

Pursuant to the terms of the letter agreement in which we engaged Goldman
Sachs to act as our financial advisor in connection with the possible sale of
all or a portion of Orion Power, Orion Power has agreed to pay Goldman Sachs a
fee in cash upon consummation of the merger of approximately $__ million. Orion
Power has also agreed to reimburse Goldman Sachs for reasonable out-of-pocket
expenses, including attorneys' fees, and to indemnify Goldman Sachs against
certain liabilities, including certain liabilities under the federal securities
laws.

MATERIAL FEDERAL INCOME TAX CONSEQUENCES
GENERAL

The following is a summary of the material United States federal income tax
consequences of the merger to Orion Power stockholders. This summary is based
upon the provisions of the Internal Revenue Code of 1986, as amended, applicable
current and proposed United States Treasury Regulations, Jjudicial authority, and
administrative rulings and practice.

23

Legislative, judicial or administrative rules and interpretations are subject to
change, possibly on a retroactive basis, at any time, and, therefore, the
following statements and conclusions could be altered or modified. It is assumed
that the shares of Orion Power common stock are held as capital assets by a
United States person (i.e., a citizen or resident of the United States or a
domestic corporation). This discussion does not address all aspects of United
States federal income taxation that may be relevant to a particular Orion Power
stockholder in light of that Orion Power stockholder's personal investment
circumstances, or those Orion Power stockholders subject to special treatment
under the United States federal income tax laws (for example, life insurance
companies, tax-exempt organizations, financial institutions, United States
expatriates, foreign corporations and nonresident alien individuals). In
addition, this discussion does not address the aspects of United States federal
income taxation that may be relevant to Orion Power stockholders who hold shares
of Orion Power common stock as part of a hedging, "straddle," conversion or
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other integrated transaction, or Orion Power stockholders who acquired their
shares of Orion Power common stock through the exercise of employee stock
options or other compensation arrangements. In addition, the discussion does not
address any aspect of foreign, state or local taxation or estate and gift
taxation that may be applicable to an Orion Power stockholder.

CONSEQUENCES OF THE MERGER TO ORION POWER STOCKHOLDERS

The receipt of the merger consideration in the merger will be a taxable
transaction for United States federal income tax purposes (and also may be a
taxable transaction under applicable state, local and other income tax laws). In
general, for United States federal income tax purposes, a holder of Orion Power
common stock will recognize gain or loss equal to the difference between the
stockholder's adjusted tax basis in Orion Power common stock converted in the
merger, and the amount of cash received. Gain or loss will be calculated
separately for each block of shares converted in the merger (i.e., shares
acquired at the same cost in a single transaction). The gain or loss will be
capital gain or loss, and will be short-term gain or loss if, at the effective
time of the merger, the shares of Orion Power common stock so converted were
held for one year or less. If, at the effective time of the merger, the shares
of Orion Power common stock so converted were held for more than one year, the
gain or loss will be long-term. In the case of stockholders who are individuals,
long-term capital gain is currently eligible for reduced rates of federal income
tax. There are limitations on the deductibility of capital losses.

BACKUP WITHHOLDING TAX

Under the United States federal income tax backup withholding rules, unless
an exemption applies, Reliant Resources 1s required to and will withhold up to
30.5% of all payments to which an Orion Power stockholder or other payee is
entitled in the merger, unless the Orion Power stockholder or other payee
provides a tax identification number, or "TIN" (social security number, in the
case of an individual, or employer identification number, in the case of other
stockholders), and certifies under penalties of perjury that its TIN is correct,
the stockholder is not subject to backup withholding and the stockholder is a
United States person. Each Orion Power stockholder and, if applicable, each
other payee should complete and sign the substitute Form W-9 that will be part
of the letter of transmittal to be returned to the exchange agent (or other
agent) in order to provide the information and certification necessary to avoid
backup withholding, unless an applicable exemption exists and is otherwise
proved in a manner
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satisfactory to the exchange agent (or other agent). The exemptions provide that
certain Orion Power stockholders (including, among others, corporations and
certain foreign individuals) are generally not subject to backup withholding. In
order for a foreign individual to qualify as an exempt recipient, however, he or
she must submit a signed statement (such as a Certificate of Foreign Status on
Form W-8BEN) attesting to his or her exempt status. Any amounts withheld will be
allowed as a credit against the stockholder's United States federal income tax
liability for that year.

YOU SHOULD CONSULT YOUR OWN TAX ADVISORS TO DETERMINE THE UNITED STATES
FEDERAL, STATE AND LOCAL AND FOREIGN TAX CONSEQUENCES OF THE MERGER TO YOU IN
VIEW OF YOUR OWN PARTICULAR CIRCUMSTANCES.

GOVERNMENTAL AND REGULATORY APPROVALS

While we believe that we will receive the regulatory approvals and
clearances for the merger that are described below in the first calendar quarter
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of 2002, we cannot offer assurances that the merger will receive the necessary
regulatory approvals or as to the timing for the grant or denial of these
approvals. Under the merger agreement, we and Reliant Resources have agreed,
among other things, to take any action, make any undertaking or receive any
clearance or approval required by any governmental authority or applicable law
subject to the limitations described in "The Merger Agreement--Agreement to
Cooperate; Antitrust and Regulatory Matters."

ANTITRUST

Transactions such as the merger are reviewed by the United States
Department of Justice and the United States Federal Trade Commission to
determine whether they comply with applicable antitrust laws. Under the
provisions of the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as
amended, or "HSR Act," and the rules and regulations promulgated thereunder
applicable to the merger, the merger may not be completed until applicable
waiting period requirements have expired or been terminated. We and Reliant
Resources filed the requisite notification reports with the Department of
Justice and Federal Trade Commission on October ___, 2001. The waiting period
under the HSR Act will expire at 11:59 p.m. on November ___, 2001, unless this
period is terminated earlier or extended.

The Department of Justice and the Federal Trade Commission frequently
scrutinize the legality under the antitrust laws of transactions such as the
merger. At any time before or after the merger, the Department of Justice or the
Federal Trade Commission could take such action under the antitrust laws as it
deems necessary or desirable in the public interest, including seeking to enjoin
the merger or seeking divestiture of substantial assets of Reliant Resources or
Orion Power or their subsidiaries. Private parties and state attorneys general
may also bring an action under the antitrust laws under certain circumstances.

ENERGY REGULATION

FEDERAL ENERGY REGULATORY COMMISSION. Section 203 of the Federal Power Act
provides that no public utility may sell or otherwise dispose of its
jurisdictional facilities, directly or indirectly merge or consolidate its
facilities with those of any other person, or acquire any
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security of any other public utility without first having obtained authorization
from the FERC. Because we and Reliant Resources have subsidiaries that are
public utilities as defined in the Federal Power Act which own "jurisdictional
facilities" under the Federal Power Act, the FERC's approval under Section 203
is required before we and Reliant Resources may complete the merger. Section 203
provides that the FERC is required to grant its approval if the merger is found
to be "consistent with the public interest."”

The FERC's merger review regulations provide that, in analyzing a merger
under Section 203, it will evaluate the following criteria:

* the effect of the merger on competition in wholesale electric power
markets, utilizing an initial screening approach derived from the
Department of Justice/Federal Trade Commission Horizontal Merger
Guidelines to determine if a merger will result in an increase in an
applicant's market power;

* the effect of the merger on an applicant's FERC jurisdictional
ratepayers; and
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* the effect of the merger on state and federal regulation of the
applicants.

The FERC will review these factors to determine whether the merger is
consistent with the public interest. If the FERC finds that the merger would
adversely affect competition, wholesale rates, or regulation, it may, pursuant
to the Federal Power Act, deny approval of the merger or impose remedial
conditions intended to mitigate these effects. Based on recent FERC decisions,
we and Reliant Resources believe that the merger proposal satisfies all of the
criteria used to determine that the merger will not have any adverse competitive
effects or any adverse effects on rates or regulation. We and Reliant Resources
filed our application under Section 203 on , 2001. The Federal Power
Act does not specify a particular time frame within which the FERC must grant or
deny its approval. The merger is also conditioned on the FERC's acceptance of a
filing made by Reliant Resources on , 2001, under Section 205 of the
Federal Power Act regarding the market-based rate tariffs of Orion Power's
subsidiaries.

NEW YORK PUBLIC SERVICE COMMISSION. Section 70 of the New York Public
Service Law provides that no electric corporation may sell its stock, and no
corporation shall acquire the stock of an electric corporation, unless the NYPSC
finds such acquisition in the public interest. The NYPSC has held that Section
70 of the Public Service Law applies to the acquisition of the parents (such as
Orion Power) of electric corporations. Notwithstanding this interpretation, the
NYPSC will not review the merger of a parent of a wholesale generator subject to
lightened regulation, such as our subsidiaries, unless there could be an adverse
effect on retail customers. We and Reliant Resources believe that the NYPSC will
not review the merger because there will be no adverse effect on competition or
rates. Nevertheless, we and Reliant Resources are asking the NYPSC to either
declare that it will not review the merger or, in the alternative, approve the
merger. Should the NYPSC decide to review the merger, the NYPSC conducts its
review under the "public interest" standard, which t