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TVA Act

chsider desirable for investment in power system assets, retirement of

PERESS)
! “/—--‘3‘\9 : \outstandlng bonds in advance of maturity, additional reduction of
% \approprlatlon investment, and other purposes connected with the
9\:\\6“‘% )
“,w;fﬂ%_, Corparation’s power business having due regard for the primary
wa‘ o L

e objectives of the Act, including the objective that power shall be

sold at rates as low as are feasible. In order to protect the investment of
holders of the Corporation’s securities and the appropriation investment as

defined in Subsection ( ) hereof, the Corporation during each successive
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How Rates are Set

TVA

TVA Board sets rates and design
for its customers.

. Base rate + fuel charge = wholesale rate

. Rates are set by customer class based on
cost of service — how much it actually
costs to serve each customer group

. Rate design is informed by cost of service
and other factors

LPC

Local power company rates and design
are set by local power company board.

» LPC boards are elected by their customers
or appointed by those so elected.

* TVA reviews and approves the rates as
regulator. LPC rates include TVA power costs
plus costs of the local power system.
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How Power Is Distributed

154 Local Power Companies
Delivering energy to local homes and businesses

“The responsibility for distribution supply, from the city gate to
the electric refrigerator or the factory drill press, is solely theirs,
subject only to broad policies that are part of a contract
voluntarily entered into, which binds both the federal

government and the local community.”

David E. Lilienthal
TVA Board, 1933-1946 |
“Father of Public Power”
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Maintaining Low Rates - Wholesale

Wholesale Rate (¢/kwh)
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Improving Residential Rate Competitiveness

Compared to Regional Peers Among Top 100 U.S. Utilities
¢/kWh November 2017 November 2017
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Improving Retail Rate Competitiveness

Compared to Regional Peers Among Top 100 U.S. Utilities
¢/kWh 12 October 2017 October 2017
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Maintaining Competitive Industrial Rates

Compared to Regional Peers Among Top 100 U.S. Utilities
November 2017 November 2017
¢lkWh g _
8.1
6 - Lowest
5.22 ¢/kWh 6.8
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- 5.22 ¢/kWh | Top Quartile — 8" Lowest
3 T T T T T 1
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Source: EIA-826 & ESS 12 month Average from December 2016 to November 2017 PRESIDENT'S REPORT | 12 m



Rate Differential Comparison®

Industrial Residential
111 ‘. T N — .

U. S. Average (per kWh) TVA Region Average (per kWh)
Differential 6.22¢ 5.61¢

* Source: U.S. Energy Information Agency
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Modernized Pricing Structure




Pricing

VARIABLE
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Pricing
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Renewable Energy

INVESTING
~ $8 Billion
over the next
twenty years
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Committee Membership

Audit, Risk, and
Regulation

Skip Thompson, Chair
Kenny Allen
Gina Lodge

External Relations
Eric Satz, Chair
A.D. Frazier
Richard Howorth
Jeff Smith

Finance, Rates, and
Portfolio

Ron Walter, Chair
A.D. Frazier
Richard Howorth

Nuclear Oversight
Jeff Smith, Chair
Kenny Allen

Eric Satz

People and

Performance
Gina Lodge, Chair
Skip Thompson

Ron Walter
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President’'s Report

BILL JOHNSON
President and CEO




Chattanooga

greencor
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New Board Members

Jeff W. Smith Kenneth Allen James Thompson A. D. Frazier

PRESIDENT'S REPORT | 23 m



Mission | Strategic Imperatives

Energy

Delivering affordable,
reliable power

Maintain low rates

reliability

Environment expectations o Be
Caring for our region’s & provide a "- peFOR A Stewards! responsible
natural resources : stewards

balanced
portfolio

Economic Development

Creating sustainable
economic growth

Live within our means
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Energy | Environment | Economic Development
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TVA Transmission System




Browns Ferry Nuclear Plant

Extended Power Uprate
Will produce 14% MORE POV\/ER

= laase. T

R
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Combined
Cycle Units

B ¢

Allen




Johnsonville
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Energy | Environment | Economic Development
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Carbon Reduction Awards
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2018 Recreation Season
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Recreatio

v' Environmental education programs f )0 children

v' Partnered with communities on >200 e ts"and volunteer activities

Recreation on TVA lakes is worth about
$12 billion in business each year,

and it generates 130,000 jobs a year




Energy | Environment | Economic Development
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Economic Development Accomplisnments

SINCE 2011 1°T QUARTER 2018

400,000J0B5 20,600

Attracted or Retained New or Retained Jobs
RESULTING IN

S48billion  >Hbillion

Direct Investment Capital Investment




Huntsville Megasite

TOYOTA ) mazoa L
& & <)

DRIVEN BY e
HUNTSVILLE .

¢$1.6B in CAPEX

® Constructing two automotive plants
on the TVA Certified Megasite in
Huntsville/Limestone County

TOYOT A mazoa ® Capacity to produce 300,000

Mazda Crossovers and Toyota

Corollas
THE VALLEY m
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2018 Engineer of the Year

Greg Goza

Senior Program Manager
Transmission & Power Supply




President’'s Report

BILL JOHNSON
President and CEO
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Financlal Performance
Jpaate

JOHN THOMAS -

Executive Vice President @ /

and Chief Financial Officer

.




Q71 Fiscal Year 2018

Net Income: $288M
« $175M more than budget and $186M above last year

Operating Revenues: $111M above budget
» Higher demand revenue

Operating & Maintenance Expenses (O&M): $13M favorable to budget
» Favorable Business Unit O&M

Interest Expense: $28M favorable to budget
* Lower debt rates and less reliance on debt
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FYTD18 Close to Normal

Year-to-Date Heating Degree Days
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Q1 Summary Income Statement

$175M favorable due to operating revenue and lower expenses

FYTD 2018 FYTD 2017
Variance "18 v '"17
$ million Actual Budget Fav/(Unfav) Actual Fav/(Unfav)
Operating Revenue $ 2,549 $ 2,438 $ 111 $ 2,546 $ 3
Fuel & Purchased Power 695 708 13 810 115
Total O&M 709 722 13 741 32
Taxes, Depreciation, Other 535 545 10 554 19
Interest 322 350 28 339 17
Net Income (Loss) $ 288 $ 113 $ 175 $ 102 $ 186
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Q1 Summary Cash Flow Statement

TFOs were $557M favorable to budget, reflecting $248M of favorability FYTD 2018

FYTD 2018 FYTD 2017

$ million Actual Budget  Variance Actual "18 v '17
Cash Flow from Operating Activities $ 613 $§ 370 $ 243 $ 617 $ (@)
Cash Flow used in Investing Activities (628) (635) 7 (707) 79
Cash Flow from Financing Activities 15 265 (250) 90 (75)
Net Change in Cash & Cash Equivalents - - - - -
Ending Cash & Short-Term Investments 300 300 - 300 -
Ending Debt and Financing Obligations $ 26,021 $ 26,578 $ 557 $26,270 $ 249
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Q71 Summary (Results v. Plan)

Higher Demand Sales — warmer fall drove favorable peak demand
revenue

Lower Expenses — interest and O&M

Lower Debt Balance — favorable cash flows resulting in less debt
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—ederal Aol\nsory mittee
Charter Ren@vva\s //

VAN WARDEAWL.
Executive Vice PreS|de
External Relations




Background

« TVA created two Public Advisory Committees to gain advice from public
and private sectors with specific areas of focus:

- Regional Resource Stewardship Council (RRSC) focuses on natural resource
stewardship activities

- Regional Energy Resource Council (RERC) focuses on energy activities and priorities
among competing objectives and values

« Advice and recommendations are reported to the TVA Board of Directors

» Charters last two years and must be renewed to continue
(proposed renewal makes charters effective through February 2020)
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VMembership (Based on the Charters)

Each Council consists of up to 20 members with membership balanced to
include a broad range of diverse views and interests

| ARSC RERC

Nominated by Valley states Governors 7 7
Local Power Companies, TVPPA , TVIC, and Direct-Served 5 4
Industrials
Economic and Community Development - 2
Academic and Research Interests - 2
Environment and/or Energy NGO 1 2
Navigation, Flood Control, Recreation 3
At-Large 4 3
Total 20 20
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Recommendation

« Approve and authorize renewal of the proposed charters:
- Regional Resource Stewardship Council (RRSC) — 10th term

- Regional Energy Resource Council (RERC) — 4th term

« Authorize the Vice President, Enterprise Relations and Innovation,
to serve as Designated Federal Officer

* Delegate to the Chief Executive Officer the authority to approve
membership and to fill vacancies that may arise during the course
of the RRSC 10th term and the RERC 4th term
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\Veeting Record
POWer Demands //

MIKE SKAGGS

Executive Vice PreS|de
Operations




Frigid Temperatures and Record Peak Loads

Frig id tem peratu res f:";’.; Daily Peaks
Coldest start to January e

in last 20 years jgg
Peak load records v I I ™ I I I

1/1 12 1/3 1/4 1/5 1/6 1/7 1/8 1/9 1/10 1/11 1/12 1/13 1/14 1/15 1/16 1/17 1/18

Highest holiday load ever — January 1, 2018
6t highest winter peak — January 18, 2018
14t highest all-time peak — January 2, 2018
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All-time Record Energy Delivered

Purchased Power

WEDNESDAY, JANUARY 17, 2018 9%

Power Under

we delivered an all-time record of Covirs

706,000,000:

KILOWATT HOURsc

Coal-Fired

19%

Where
The Energy
Came From

Natural Gas
28% January 17,2018
THAT'S ENOUGH TO POWER h;.lg:/ar
NEW YORK CITY ’
FOR OVER 64 DAYS! <
Solar/Wind vgg,o
d

T o
RELIABILITY WHEN IT COUNTS! HdeO/Plilmsp;d Storage
(]
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How Power Demands \Were Met

Dedicated employees
Customer support

Diversified generation portfolio

Reliable transmission

Proactive preparation
and teamwork
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