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UNITED STATES BANKRUPTCY COURT 
SOUTHERN DISTRICT OF NEW YORK 
 
 )  
In re: ) Chapter 11  
 )  
DYNEGY HOLDINGS, LLC, et al.,1 ) 

) 
Case No. 11- 38111 (CGM) 
 

 ) Jointly Administered 
   Debtors. )  
 )  

STIPULATED ORDER GRANTING DEBTORS’ MOTION PURSUANT TO SECTION 
365 OF THE BANKRUPTCY CODE AND BANKRUPTCY RULE 6006 FOR ENTRY OF 
AN ORDER AUTHORIZING THE DEBTORS TO REJECT THE LEASE DOCUMENTS 

 
Upon the Motion, dated November 7, 2011, Pursuant to Section 365 of the Bankruptcy 

Code and Bankruptcy Rule 6006 for Entry of an Order Authorizing the Debtors to Reject the 

Lease Documents [Docket No. 5] (the “Motion”)2, Dynegy Holdings, LLC (“DH”) and its 

affiliated debtors in the above-captioned cases (together, the “Debtors”) have requested entry of 

an order authorizing the Debtors to reject the Facility Leases and certain other related executory 

agreements and unexpired leases (the “Lease Documents”) as set forth in the Motion, nunc pro 

tunc to November 7, 2011. 

NOW, THEREFORE, the Court having considered the Motion, the Supporting 

Declaration of Martin W. Daley (the “Daley Declaration”), the Declaration of Kent R. 

Stephenson in Support of First Day Motions (the “Stephenson Declaration”), the Reply in 

Support of Debtors’ Motion to Reject the Lease Documents [Docket No. 198] (the “Reply”), the 

Supplemental Declaration of Martin W. Daley [Docket No. 200] (the “Daley Supplemental 

Declaration”) and the Supplemental Declaration of Kent R. Stephenson [Docket No. 199] (the 

                                                 
1  The Debtors in these chapter 11 cases are Dynegy Holdings, LLC, Dynegy Northeast Generation, Inc., Hudson 
Power LLC, Dynegy Danskammer, L.L.C. and Dynegy Roseton, L.L.C. 
2  All capitalized terms used herein but not otherwise defined herein shall have the meanings ascribed to them in the 
Motion. 
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“Stephenson Supplemental Declaration”); and it appearing and the Court having found and 

determined that (i) the Court has jurisdiction to consider the Motion and the relief requested 

therein in accordance with 28 U.S.C. §§ 157 and 1334 and the Standing Order M-61 Referring to 

Bankruptcy Judges for the Southern District of New York Any and All Proceedings Under Title 

11, dated July 10, 1984 (Ward, Acting C.J.), (ii) the Motion is a core proceeding pursuant to 28 

U.S.C. § 157(b), (iii) venue is proper before this Court pursuant to 28 U.S.C. §§ 1408 and 1409, 

and (iv) in accordance with Bankruptcy Rule 9014 and Local Bankruptcy Rule 6006-1, due and 

proper notice of the Motion has been provided to the Notice Parties; and it appearing that no 

other or further notice need be provided; and a hearing having been held on December 16, 2011 

to consider the relief requested in the Motion; and all objections to the entry of this Order having 

been withdrawn, resolved or overruled by the Court; and the Court having found and determined 

based upon the Motion, the Daley Declaration, the Stephenson Declaration, the Reply, the Daley 

Supplemental Declaration, the Stephenson Supplemental Declaration and the entire record of the 

proceedings, including at the hearing on the Motion, that rejection of the Lease Documents is an 

exercise of sound business judgment by the Debtors and is in the best interests of the Debtors, 

their estates and creditors, and that the legal and factual bases set forth in the Motion, the Reply 

and the supporting Declarations establish just cause for the relief granted herein; and with the 

consent of the Debtors, Dynegy Inc. (“Dynegy”), the PSEG Entities3, U.S. Bank National 

Association (“U.S. Bank”), Central Hudson Gas & Electric Corporation (“Central Hudson”) and 

the Official Committee of Unsecured Creditors (the “Committee”) (all subject to the terms 

herein); and after due deliberation and sufficient cause appearing therefor, 

IT IS ORDERED that: 
                                                 
3 The “PSEG Entities” are, collectively, Resources Capital Management Corporation (“RCM”), Resources Capital 
Asset Recovery, LLC, Series DD and Series DR, Roseton OL, LLC, Danskammer OL, LLC, Roseton OP, LLC and 
Danskammer OP, LLC. 
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1. The Motion is granted in accordance with the terms and conditions set forth in 

this Order or as read into the record at the hearing on the Motion. 

2. All objections to the Motion to the extent not withdrawn, waived or otherwise 

resolved, and all reservations of rights included therein, are hereby denied and overruled. 

3. The rejection of each of the Lease Documents identified on Exhibit A to the 

Motion is hereby authorized and approved, or, to the extent they are not executory contracts or 

unexpired leases, shall be treated as prepetition claims against the Debtors, subject to allowance 

or disallowance in subsequent proceedings. 

4. The Debtors’ entry into the term sheet appended hereto as Exhibit A, and each of 

the terms thereof are approved, subject to the provisions of paragraph 11. 

5. Subject to paragraph 11,  

a. RCM (or its designee) is granted an allowed unsecured claim against DH in 

the amount of $110 million (the “TIA Claim”) and a cash payment in the 

amount of $7.5 million to be paid by Dynegy or a non-debtor subsidiary 

thereof within five (5) days of the effective date of this Order (the “Cash 

Payment”), in each case in exchange for the settlement and compromise of all 

rights and claims of the PSEG Entities under the Tax Indemnity Agreements 

and the Guarantees; 

b. The TIA Claim and the Cash Payment shall not be subject to the limitations 

contained in Section 502(b)(6) of the Bankruptcy Code; and 

c. The TIA Claim and the Cash Payment shall be separate from and not included 

in any claim ultimately allowed for damages arising from or related to the 

rejection or termination of the Facility Leases (the “Lease Claim”). 
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6. In the absence of a further Court order, the Debtors will operate the Leased 

Facilities until (i) they obtain regulatory approval to transfer those facilities (or not to operate 

them) or (ii) U.S. Bank and the Debtors reach an alternate arrangement (such as third-party 

operations), with nothing in this Order preventing such arrangements (or discussions) from 

occurring. 

7. The Debtors, the Committee and U.S. Bank will work in good faith to resolve 

issues relating to the transfer or shutdown of the Leased Facilities and to agree upon a schedule 

and mechanism to address the claim matters reserved in paragraph 8 in a timely fashion.  In that 

regard, by January 6, 2012, U.S. Bank will set forth in a pleading or proof of claim a plain 

statement of the nature, priority and, to the extent determinable at that time, the amount of all 

pre- and post-petition claims against the Debtors. 

8. Prior to and after this Order becomes effective, all parties preserve their rights 

with respect to all issues relating to (i) the claims and contentions raised in U.S. Bank's adversary 

proceeding, including the Debtors’ defenses thereto, (ii) the effective date of the rejection of the 

Lease Documents, provided that, in addressing the effective date issue, no party will argue that 

the date of entry of the Order occurred after December 2, 2011, (iii) the nature, priority and 

amount of U.S. Bank’s claims against any of the Debtors, and (iv) U.S. Bank’s rights to be heard 

by the Court with respect to the transition plan once it has had a chance to review that plan. 

9. This Court shall retain jurisdiction to hear and determine all matters arising from 

the implementation of this Order. 

10. This Order shall take effect and be fully enforceable upon the fourteenth (14th) 

day after execution hereof, subject to the provisions of paragraph 11. 
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11. Upon entry of this Order, the Debtors shall serve it on (i) counsel to the PSEG 

Entities, (ii) counsel to Central Hudson, (iii) counsel to U.S. Bank, (iv) counsel to the 

Committee, (v) the Office of the United States Trustee for the Southern District of New York, 

and (vi) all other parties identified on the Special Service List and the General Service/2002 List.  

To the extent any party-in-interest has an objection to the provisions of paragraphs 4 and 5, such 

objection shall be filed by 12 noon EST on December 26, 2011.  The Court will address any 

such objections on December 28, 2011 at 10:00 a.m. EST.  To the extent the Court either does 

not rule on such objections or sustains any objections, the time limits in paragraph 10 shall be 

extended for two business days after the Court last rules on any objections.  In the absence of any 

objections, all provisions of this Order shall become effective in accordance with paragraph 10. 

 

Dated: December 20, 2011 
             Poughkeepsie, New York 

/s/ Cecelia G. Morris 
HONORABLE CECELIA G. MORRIS 
UNITED STATES BANKRUPTCY JUDGE 
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EXHIBIT A 
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FINAL 

 

TERM SHEET – 
SETTLEMENT WITH PSEG 

This Term Sheet sets forth the terms on which the Debtors, Dynegy, Inc. 
(“Dynegy”) and the PSEG Entities (“PSEG”) intend to settle and resolve all issues and disputes 
between them, in lieu of further litigation regarding (a) the Roseton and Danskammer leases (the 
“Leases”), (b) the Debtors’ Motion to Reject the Leases, (c) PSEG’s Motion to Dismiss the 
Debtors’ Chapter 11 Cases, (d) PSEG’s complaint filed in New York Supreme Court, and (e) all 
of the parties’ rights and claims arising under the documents entered into in connection with the 
Leases (the “Lease Documents”), including without limitation the Tax Indemnity Agreement (the 
“TIA”).  

(1) The parties shall submit to the Bankruptcy Court (and support entry of) a 
stipulated order providing for the rejection of the Leases nunc pro tunc as of the Petition Date 
(November 7, 2011), such order to be entered no later than December 16, 2011, and to become 
effective 14 days after entry (the “Rejection Order”).  

(2) The Rejection Order shall provide that all of PSEG’s rights and claims 
under the TIA (and the guaranty thereof), shall be settled and compromised for (i) an allowed 
unsecured claim of Resources Capital Management Corporation (“RCM”) (or its designee) 
against Dynegy Holdings LLC (“DH”) in the amount of $110 million (the “TIA Claim”) and (ii) 
a cash payment in the amount of $7.5 million to be paid to RCM (or its designee) by Dynegy or a 
non-debtor subsidiary thereof within five (5) days of the Rejection Order  becoming effective 
(the “Cash Payment”).   

(3) The Rejection Order shall provide that (i) the TIA Claim and the Cash 
Payment shall not be subject to the limitations contained in section 502(b)(6) of the Bankruptcy 
Code and (ii) the TIA Claim and the Cash Payment shall be separate from and not included in 
any claim that may ultimately be allowed for damages arising from or related to the rejection or 
termination of the Leases (the “Lease Claim”).  The Debtors agree that they will (x) operate the 
Roseton and Danskammer facilities until they obtain regulatory approval to not do so and (y) not 
contend that PSEG has an obligation to operate the Roseton and Danskammer facilities. 

(4) PSEG shall assign to Dynegy (or its designee affiliate) all of its right to 
receive payments or distributions in respect of its equity interests in the Roseton and 
Danskammer facilities, including without limitation, any right it has to any recovery on or in 
respect of the Lease Claim.  In addition, PSEG agrees to cooperate with the Debtors in 
connection with the disposition of the Roseton and Danskammer facilities. 

(5) PSEG shall assign to Dynegy (or its designee affiliate) any claim it has 
against the Lease Indenture Trustee for damages arising from its action to have the Leases 
recharacterized.   
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(6) The parties shall stipulate and agree that the Leases are true leases not 
subject to recharacterization as financings.  In addition, PSEG shall stipulate and agree that it 
will not take a position regarding whether the property covered by the Leases is real property or 
personal property. 

(7) DH shall amend its chapter 11 plan to (i) provide PSEG with the releases, 
exculpations and injunctive protection provided to settling parties under the Plan including those 
set forth in Sections 16.6, 16.22, 8.13 and 8.14. of the Plan, and (ii) otherwise implement the 
terms hereof, including but not limited to the treatment of the TIA Claim pari passu with the 
claims of DH’s senior unsecured bonds (DH’s plan as so modified, the “Plan”).   

(8) PSEG shall enter into an agreement with Dynegy to support confirmation 
of the Plan on terms substantially similar to the Restructuring Support Agreement entered into 
with certain DH bondholders (except to the extent the Restructuring Support Agreement conflicts 
with this settlement). Promptly upon the parties’ written confirmation that they agree to the terms 
set forth herein, PSEG will withdraw (i) its Motion to Dismiss the Chapter 11 Cases and (ii) any 
other opposition pleadings it has filed in the chapter 11 cases.  In addition, PSEG will continue 
the stay with respect to any proceedings arising from the complaint it filed in NY Supreme 
Court, and upon the Plan becoming effective, dismiss with prejudice such proceedings.  

(9) Subject to its fiduciary duties as a member of the Official Committee of 
Unsecured Creditors, PSEG agrees to support confirmation of the Plan in its capacity as a 
committee member. 

(10) Except as set forth herein, Dynegy and the Debtors and PSEG shall 
exchange mutual releases, which releases shall become effective on the effective date of the 
Plan, regarding all matters arising prior to the effective date of this settlement.  
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