Challenges and Opportunities




[l Operating an Electric System that is Multidirectional

Evolving Reality: Renewables, energy efficiency (EE), distributed generation, demand response

(DR) managed by multiple entities

Capacity (kW) and Energy (kWh)
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[} Balancing Supply- and Demand-Side Resources
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[ Providing High Reliability in an Uncertain Future

Historical Load Forecasts - Energy
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Historical Load Forecasts - Demand
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Load Forecasts have progressively been reduced as they have been revised and updated over the last

several years
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] Reacting to Declining Demand

Challenge: Slow economic recovery and lower sales
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FY12 Sales: 165 TWH
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Growth (CAGR):less than 1%
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Sales do not return to FY08 levels until beyond 2020
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] Ensuring National Rate Competitiveness

Source: EIA

Average Effective Industrial Rate — Top 100 Utilities

12-Month Average Industrial Rate (¢ / kWh) of the Top 100 U.S. Utilities

E TVA EIA Results - USEC Excluded @ Top Quartile - 5.90 @ Median - 6.40 H Bottom Quartile - 8.30

*Through December 2012, TVA is 32" out of

100, Effective Rate: 5.85¢ (without USEC).

Hence, competitors rates fell more than TVA'’s
in second half of 2012.
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Note: TVA rate excludes USEC — Source: EIA 826 & ESS
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Addressing Impending Environmental Regulations

Proposed CO, Emission Guidance for

Utility MATS
(Hazardous Air Pollutant)
Rule

. o s
existing and modified sources S0, limits implemented for 2012 PM, ; NAAQS

NOXx control for 75 ppb Ozone

NAAQS and for CSAPR Repl t
Qs and for eplacemen NO, control required for 2014 NAAQS

Final GHG NSPS Rule New Rule and NO, and SO, Caps begin for CSAPR Compliance with 2017 PM,
Sources CSAPR Replacement Rule Replacement Rule 11 2 NAAQS
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GHG
Emission
Penalty
Proposed GHG NSPS . . " More stringent
Rule New Units s:::ssztc:?fs Compliance wntif:::lfe(:)) (Cooling water MATSE:qr;:ticulate
CT/CCNsPs Utility MATS with Compliance with new effluent guidelines
1-year extension (control
installation)
Compliance with CO, permitting guidance for existing and
modified sources 4
Final CO, Emission Guidance for
existing and modified sources 4

Alr Future rules are hard to predict
Water Costly and difficult to comply
Waste Introduce uncertainty and risk into planning and future operations
Climate
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