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You are here: Home / About TVA Share this page K1 [1

Get |nVO|Ved, Stay |nVO|Ved Coal Combustion Residuals

TVA is committed to taking care of coal

N A L
We care what you think, and want you to share your ideas and input = /.  duals atits current and former
with us. We also want you to stay informed about the things we do.  coal plants. Learn more about CCR in the Valley.

TVA in Memphis

So much is happening in the Memphis area,

Upcoming Meetings

it deserves its ow el
Board of Directors Listening Session August 21, 2019, 3:30 p.m. EDT. t deserves its own pag

West Tower Auditorium - 400 W. Summit Hill Drive, Knoxville, Tenn. Learn More, Read about the latest happenings in the Mid-
South Valley

Board of Directors Meeting August 22, 2019, 9:30 am. EDT. %

West Tower Auditorium - 400 W. Summit Hill Drive, Knoxville, Tenn. Learn More,
Talk to Us

Gallatin Fossil Open House September 24, 2019, 5:00-7:00 p.m. CDT.
Gallatin Civic Center, 240 Albert Gallatin Avenue, Gallatin, Tenn.

* General TVA Information

Email us at tvainfo@tva.gov.

« Public Lands Information Center
Board of Directors Meetings and Listening Sessions For questions about public land, fill out our

Regional Energy Resource Council Meetings online form, or call (800) 882-5263,

« Environmental Information Center
For questions about enviornmental
information, call (800) 882-5263,

* TVA Ombudsman
TVA's ombudsman mediates stakeholder
concerns. Email, o call (865) 632-8133

Transmission Proiects BOARD MEETING | 2

Reglonal Resource Stewardship Council Meetings

Projects Open for Public Comment

The following projects are open for public comment
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Newsroom  Careers  Investors Search TVA

Energy Environment Economic Development

Celebrate Guntersville Dam's 80th Anniversary!

Come with us on a virtual tour that will take you deep inside the dam, show you how it works and let you appreciate its
unique confluence of raw power and architectural beauty.

ntinue Reading =

You are here: Home

Stay
Involved

CLICKHERE

Lake Levels

«  Check Your Lake +  Hydroelectric

Our Power System
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- President’s Report

JEFF LYASH
President and GEO
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To serve the people
of the Tennessee Valley Sl
to make life better. .
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Importance of Today

* Integrated Resource Plan
e 10-Year Financial Plan
» Partnership with our Local Power Companies




Public Power Model

Public power. We’re not here to make a profit;
we’re here to make a difference for you.

ENERGY

» People are first — we are accountable
to the public, not shareholders.

" REINVESTING

~ | %’
i - o o
s = 8 » Rates are set to recover costs and reinvest in
o - :
3 g IN oun §' ’z" ways to serve you — not maximize profits.
: <
wieL COMMUNITIES /& 3 | | |
% %% N g » We are doing everything possible to keep
Z, & .
%L % N /bs more money in your wallets.
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Integrated Resource Plan

2019 Integrateq
Resource Pian

VOLUME | - FINAL RESOURCE PLAN

TENNESSEE VALLEY AUTHORITY m
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TVA Power System Diversity

FYO07 FY19
179 TWh 162 TWh

TVAEE

\1%

Wind & Solar
3%

Nuclear
26%

Nuclear
40%

Graphs represent energy. EE includes TVA Energy Efficiency Program impacts on a Net Cumulative Realized at System basis, 2007 base year, and excludes
energy efficiency effects from external factors.

«



Cleaner & Greener Energy

Emissions from TVA-Owned Generation 51%
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10-Year Financial Plan

. o$
operating g £ "890uon  SAVING
expenses & £ reices el

< operating costs LOWER FUEL COSTS

The TVA power system is one of the
CLEANEST, MOST DIVERSE, and MOST RELIABLE

power systems in the nation.

DEBT REDUCED E | Long-Range Financial Plan |

$3.9 BILLION: FmtuesOIES
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FY30 Financial Plan

* Maintain rates as low as feasible

« Stabilize debt at $18-20B range

* Balance commitments with obligations
« Maintain $300M cash

* Drive efficiencies into the business
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nd Local Power Companies
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Long-Term Partnership Proposal

o 20-year commitment between TVA and LPCs

* |ncreases long-term partnerships

« Greater engagement in resource and financial planning
* Increased flexibility to meet customer expectations

* Lower base rates




Sustainability

Tennessee Valley Authority 'NA
2018 ESGISustainabiity Reporting Tempiate
June 2019

Introduction and Purpose
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Managing Coal Combustion Residuals




Nuclear Energy is Clean Energy

« Browns Ferry, Extended Power Uprate

» Generating 465 megawatts from nuclear — instead
of coal — avoids carbon emissions of more than
4 million tons a year

« Create sustainable, industry-leading performance
across TVA, including nuclear organization

* Nuclear’s importance cannot be overstated

* Look forward to continuous improvement

«  Watts Bar 2 Maintenance Outage

» Senior Vice President & Chief Nuclear Officer Tim Rausch

Chief Nuclear Officer

PRESIDENT'S REPORT | 20 m




Grid 2023 - TVA’s Future Transmission System

» Leverage Existing Grid

Grid Visibility aAutomatic
Investments itchi

‘ Swiching Data Analytics

Equipment
) .. Health Monitoring o /
2023 Grid Vision . GMD
\ I-I)rdemng
0‘5‘..:‘—?
Mobile -
Equipment \

DER Integration / Remote Field

Drones Awareness

Investing in a Dynamic, Multi-Directional Grid

PRESIDENT’S REPORT |21 m
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Our Employees

PRESIDENT'S REPORT | 23 m



“The work of TVA will never be over. There will always
be new frontiers for it to conquer. For in the
minds of men the world over, the initials
TVA stand for progress — and the
people of this area are not
afraid of progress.”

Muscle Shoals, Alabama

- Ll.ll.g : \
~ RLLLLY ¢ John F. Kennedy
May 18, 1963
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2019 Integrategd Res&ﬁan

LAURA CAMPBELL 3 (J | ér

Vice President, Supply'C -
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For Board Consideration

That the TVA Board:
« Approve the planning direction in the 2019 IRP

* Direct TVA staff to take identified near-term actions

« Direct TVA staff to monitor signposts to appropriately consider
possible adjustments to the planning direction
— Changing market conditions
— More stringent regulations
— Technology advancements

« Direct TVA to initiate an update no later than 2024

INTEGRATED Resource Plan2019 |28 m



The IRP is Grounded in the TVA Mission

Environment Econom|e Development

Provide affordable electric Act as a steward of Serve as a catalyst for
power throughout the the Valley’s sustainable economic
Tennessee Valley natural resources development

INTEGRATED Resource Plan2019 |29 m



Evaluates Scenarios and Options to Meet
the Valley's Future Electricity Needs

THE IRP STRIVES TO ACHIEVE SIX KEY GOALS:

Environmentally
Responsible

Low Cost Risk Informed

Reliable Diverse Flexible

INTEGRATED Resource Plan2019 |30 m



Provides Directional Guidance

THE IRP FUNCTIONS LIKE A COMPASS, NOT A GPS

» Recommends directions and
ranges

* Does not prescribe specific
assets, rates, or programs

INTEGRATED Resource Plan 2019 31 m



Continues to Innovate

Focus Areas:

» Distributed Energy Resources
» System Flexibility

* Portfolio Diversity

Y ENERGY EFFICIENCY

#4 OJ
EELS &Renewables

as selectable resources

Balanced
PORTFOLIO ﬂ

12011 2015 12019

INTEGRATED Resource Plan2019 | 32 m




Utilizes Rigorous Analytical Process

CURRENT
OUTLOOK

/A Base Case

ECONOMIC &5
DOWNTURN S Stakeholder and
DER .
public comments
VALLEY LOAD £5) . e
g cROWTH & i g informed additional
Z D Reciioncy [ E sensitivity analyses
7] - a .
il oecarsonizaTioN @@ P 8 to test the impact
) Fromote of changes in
RAPID DER g8 - Load Shape '
FAPID DER o &b key assumptions

Promote

NO NUCLEAR A * Renewables
EXTENSIONS §
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Engages Stakeholders as a
Cornerstone of TVA’'s IRP Process

TVA's Integrated Resource Planning is unique
* Input incorporated throughout the process
* More informed decision-making and better outcomes

* Incorporated TVA's responsibilities under the National
Environmental Policy Act (NEPA) for enhanced
environmental analysis and public outreach

INTEGRATED Resource Plan2019 |34 m



Key Stakeholder Groups Offered Diverse,
Valley-wide Perspectives

* |IRP Working Group provided individual

input from diverse interests
State Agencies

Local Power Companies / TVPPA
Industrial Customers / TVIC

Environmental / Energy / Community
Non-Governmental Organizations

o Academia / Research
o Economic Development / Business

O O O O

« TVA’s Regional Energy Resource Council

reviewed and validated at key points

o Unanimously recommended the TVA Board
approve the 2019 IRP Recommendation

INTEGRATED Resource Plan2019 | 35 m



RERC Members (Term 3)

Michael Butler
Tennessee Wildlife Federation

Wayne Davis*
University of Tennessee

Rodney Goodman
Habitat for Humanity

Dan lonel
University of Kentucky

Wes Kelley
Huntsville Utilities

Doug Lawyer
Knoxville Chamber

*RERC Chair
** Retired from the RERC June, 2018

Peter J. Mattheis
Tennessee Valley Industrial Committee

Shari Meghreblian
State of Tennessee (retired)

Jennifer Mundt
State of North Carolina

Jeremy Nails
Morgan County Economic Development
Association

Alice Perry**
State of Mississippi

Doug Peters
Tennessee Valley Public Power
Association

Derwin Sisnett
Gestalt Community Schools

Stephen Smith
Southern Alliance for Clean Energy

Charles Snavely
Commonwealth of Kentucky

John Warren
Commonwealth of Virginia

Lloyd Webb
Olin Chlor Alkali

Susan R. Williams
SRW & Associates

INTEGRATED Resource Plan2019 |36 m



TVA Kept the Public Informed and Used
Public Input to Develop the IRP

Opportunities for public input
* Public Scoping Period
» Draft IRP/EIS Comment Period
* 9 Public Open Houses

+ 7 listening sessions

Plan

Public input informed:
* |IRP document
« Environmental Impact Statement
« Sensitivity analysis

* Final recommendation

INTEGRATED Resource Plan2019 37 m



2019 IRP Public Meetings

February 19 — Murfreesboro (12 attendees)
February 26 - Public Webinar (105 attendees)
February 27 - Knoxville (39 attendees)

March 18 - Memphis (56 attendees)

March 19 - Huntsville (48 attendees)

March 20 - Chattanooga (31 attendees)

March 21 - Nashville (99 attendees)

March 26 - Bowling Green (17 attendees)

INTEGRATED Resource Plan2019 | 38 m



Stakeholder Input Opportunities Summary

JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC JAN FEB MAR APR MAY JUN JUL AUG SEP

EIS Public Scoping
- — 9
Draft Comment Period
o —— 9
IRP Mailbox
R e e ®
Public Webinars
O] ® O ® ®
IRP Working Group Meetings
€] @ @ ® © ® ® © @ =} @ ® o €] ®
Regional Energy Resources Council
Meeting & Listening Sessions
® ® [ ] @ ®
B ub
® aunch Date ¢ ) a
— — R r
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The Future of Our Energy Supply

Over the next Up to Up to
GW solar additions emeptt GW storage additions

All portfolios point to a TVA power system that will
be LOW-COST, RELIABLE, and CLEAN

Evaluation of Projected
to additional 0
coal and gas 0
retirements reduction in
GW Natural Gas CO IntenSIty
Additions Average results from 2005 bassfine  (Ibs/MWh)

INTEGRATED Resource Plan 2019 |40 m




IRP Indicates Near-Term Actions

Renewables & Existing Energy Distribution
Flexibility Fleet Usage Planning

* Add solar based on * Pursue option for license * Conduct market potential » Support development of
economics and to meet renewal for TVA’s nuclear study for energy efficiency Distribution Resource
customer demand fleet and demand response Planning for integration into

* Enhance system flexibility + Evaluate engineering + Collaborate with states and TVA's planning process
to integrate renewables end-of-life dates for aging local stakeholders to address
and distributed resources fossil units to inform low income energy efficiency

 Evaluate demonstration long-term planning » Collaboratively deploy
battery storage to gain initiatives to stimulate the
operational experience local electric vehicle market

INTEGRATED Resource Plan 2019 |41 m



Signposts Guide Long-Term Actions

Portfolio shifts will be driven by changing market conditions, more stringent
regulations, and technology advancements, such as:

« Demand for electricity

« Natural gas prices

» Customer expectations

* Regulatory requirements

« Operating costs for existing units
« Solar and wind costs

« Emerging and developmental technologies

INTEGRATED Resource Plan2019 |42



Recommendation

That the TVA Board:
« Approve the planning direction in the 2019 IRP

* Direct TVA staff to take identified near-term actions

« Direct TVA staff to monitor signposts to appropriately consider
possible adjustments to the planning direction
— Changing market conditions
— More stringent regulations
— Technology advancements

« Direct TVA to initiate an update no later than 2024

INTEGRATED Resource Plan2019 |43 m
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Financial Performance
Jpaate

JOHN THOMAS

Executive Vice President
and Chief Financial Officer




Q3 Fiscal Year 2019

Operating Revenues: $443M above budget
— Higher demand and energy revenue

Controllable O&M essentially on plan

Net Income: $829M

Interest Expense: $67M favorable to budget

Total Financing Obligations (TFO) $1.1B less than budget

BOARD MEETING | 46 m



Q3 Summary Income Statement

$169M favorable due to operating revenue and lower expenses

$ million
Operating Revenue

Fuel & Purchased Power

Total O&M

Taxes, Depreciation, Other
Interest

Net Income (Loss)
Accelerated Depr. & Write-offs

Net Income (Loss)
excluding Accelerated Depr. & Write-offs

FYTD 2019 FYTD 2018

Variance ‘19v’18

Actual Budget  Fav/(Unfav) Actual Fav/(Unfav)
$ 8,079 $ 7,636 $ 443 $ 8,048 $ 31
2,134 2,023 (111) 2,204 70
2,289 2,147 (142) 1,881 (408)
1,925 1,837 (88) 1,801 (124)
902 969 67 942 40

$ 829 $ 660 169 $ 1,220 $ (391)
$ 487 ¢ - 487 $ - $ 487
$ 1,316 $ 660 $ 656 $ 1,220 $ 96

BOARD MEETING | 47 m



Q3 Summary Cash Flow Statement

TFOs were $1.1B favorable to budget

$ million
Cash Flow from Operating Activities

Cash Flow used in Investing Activities

Cash Flow from Financing Activities

Ending Debt and Financing Obligations

FYTD 2019 FYTD 2018
Actual Budget Variance Actual '19v '18
$ 2479 $ 2,193 $ 286 $ 2537 $ (59
(1,533) (1,765) 232 (1,546) 13
(945) (428) (617) (979) 34
$ 23,362 $ 24,468 $1,107 $24,997 $1,635

BOARD MEETING | 48 m



Q3 Summary (Results v. Plan)

Higher Revenues —Weather impacts increased demand
Higher Expenses — Accelerated Depreciation & Write-offs

Lower Debt Balance — FY18 and FY19 performance driving
favorability
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FY 2020 Financial Plan
and Budget 4

JOHN THOMAS. 3

Executive Vice Presider
and Chief Financial Officer -




FY14 Board Approved Long Range Financial Plan

Progress Achieved

TVA/Lazard Study... TVA model is best for the Valley if TVA executes the plan

v’ Effective wholesale rate flat since 2013
v' Residential rates near top quartile
v Industrial rates top decile

Approve 1.5% annual rate increases
as long as rates remain competitive

v M ti 201
Reduce overall controllable O&M v g?l\?l ef;:g’::\?ellc))/nf|g¥sigcg 2015
: v i i
Make investments to balance and g g]g%gﬁ?{fﬁ iil?sgli%?énse
modernize TVA's asset portfolio v 54% carbon-free portfolio

v' Consistent reporting to customers, investors,

Report progress with key stakeholders and federal government

Lowest debt in 25 years
High confidence of achieving $21.8B debt goal

FY20 FINANCIAL PLAN AND BUDGET | 52 m

Reduce debt to $21.8B by 2023

AN




Rates and Debt — FY20 LRFP

Total Financing Obligations Wholesale Rate excluding Fuel
$ billion IkW
¢
$30 - 7 -
FY14 Board FY14 Board
Approved 6 1 Approved 576
$25 1 \ 5 | mm—— * 5.07
FY20 LRFP
$21.8 4
3 1
$15 - 21
1 4
$10 0

FY18 FY19F FY20P FY21P FY22P FY23P FY18 FY19F FY20P FY21P FY22P FY23P

FY20 FINANCIAL PLAN AND BUDGET | 53 m



Residential Rate Competitiveness

Regional Rates — Apr 2013 Regional Rates — Apr 2019
16 - ¢/kwh 16 1 ¢ wn
12 - 9th |[owest 12 Sﬂ; 5) \évze st
10.19 :
8 8 -
4 - 4
TVA TVA
Top 100 U.S. Utilities — Apr 2013 Top 100 U.S. Utilities — Apr 2019

10.19 ¢/kWh | 2" Quartile | 33rd 10.92 ¢/kWh | 2nd Quartile | 28th
4% Gap to Top Quartile 1% Gap to Top Quartile

0 10 20 30 0 5 10 15 20 25 30

12-Month Rolling Average (¢/kWh) — Source: EIA-861M & ESS FY20 FINANCIAL PLAN AND BUDGET | 54 m




Industrial Rate Competitiveness

g Regional Rates — Apr 2013 g s Regional Rates — Apr 2019
4t Jowest
Lowest
6 - 5.55 6 - o
3 TVA 3 TVA
Top 100 U.S. Utilities — Apr 2013 Top 100 U.S. Utilities — Apr 2019

5.55 ¢/kWh | Top Quartile | 215
4l 5.21 ¢/kWh | Top Quartile | 9"

0 5 10 15 20 25 30 0 5 10 15 20 25 30

12-Month Rolling Average (¢/kWh) — Source: EIA-861M & ESS FY20 FINANCIAL PLAN AND BUDGET | 55 m




Flat Effective Wholesale Rate

(¢/kWh) 6.88 6.98 6.88

7.05
.| 6. . 673 696 692

6.71 6.67 6.66

Base Rate

FY13 Fy14 FY15 FY16 FY17 FY18 FY19F FY20P FY21P FY22P

Base Rate 4.44 4.64 4.78 4.81 4.93 5.08 5.25 5.07 5.07 5.07
Fuel Rate 2.44 2.34 2.10 1.92 2.03 1.84 1.80 1.64 1.60 1.59
Total 6.88 6.98 6.88 6.73 6.96 6.92 7.05 6.71 6.67 6.66

FY20 FINANCIAL PLAN AND BUDGET | 56 m



Energy and Peak

GWh
180,000

160,000

140,000

120,000

MW
33,000

31,000
29,000
27,000

25,000

FY15

FY15

Weather-Normalized Annual Energy

160,450

CAGR
FY19-22 0.7%
10-year 0.3%

FY16 FY17 FY18 FY19F FY20P FY21P FY22P

Weather-Normalized Annual Peak

29 864 CAGR
FY19-22 0.2%
10-year 0.3%

FY16 FY17 FY18 FY19F FY20P FY21P FY22P
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Operating Revenue

$ billion

$14
$12
$10
$8
$6
$4
$2
$0

Electric Revenue

Other Revenue

Total Revenue

158,057 GWh 157,868 Sales 159395

$11.2 3112 o608 $107  $10.8

Electric Revenue

FY14 FY15 FY16 FY17 FY18 FY19F FY20P FY21P  FY22P

$11.0 $10.8 $10.5 $10.6 $11.1 $11.0 $10.6 $10.5 $10.6

0.1 0.2 0.1 0.1 0.1 0.2 0.2 0.2 0.2

$11.1 $11.0 $10.6 $10.7 $11.2 $11.2 $10.8 $10.7 $10.8 FY20 FINANCIAL PLAN AND BUDGET | 58 m



Fuel and Purchased Power

$ billion
147,663 GWh 148,826 ppergy 148,938
fo =®)
$4.0 1 38

$3.0 $2.7 $2.7

Purchased Other
Nuclear
Coal

$2.0

$1.0

$0.0
FY14 FY15 FY16 FY17 FY18 FY19F  FY20P FY21P  FY22P
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O&M Expense

$ billion
$4 -
$3.7
$34 1 333
\!gse;\\\
D>
$3 - 4%\ $2.8  $28 $29 $29 ¢rg c25 28 $29 328
9, .
0\\
‘% N Project/SBU Other
- Outage
$2 -
Routine
$1 -
$0 -

FY13A FY13B FY14A FY15A FY16A FY17A FY18A FY19B FY19F FY20P FY21P FY22P

Excludes unusual items
FY20 FINANCIAL PLAN AND BUDGET | 60



Capital Expenditures

$ billion
$4 -
$3.4

3.0
$3 - $ $2.8

$2

Capacity
Expansion

$1

Base

$0

FY14 FY15 FY16 FY17 FY18 FY19F FY20P FY21P FY22P
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Tax Equivalents

Section 13 of the TVA Act requires five percent of TVA's gross
proceeds from power sales™ to be redistributed as tax equivalent
payments.

The payments to states are determined by the following criteria:

» 50 percent from the state’s book value of TVA power properties compared
to TVA's total book value of power property

» 50 percent from the state’s power sales compared to total TVA power
sales

*excluding federal sales, off-system sales, and power used by TVA

FY20 FINANCIAL PLAN AND BUDGET | 62 m



Tax Equivalent Payments by State

$ million
State FY18 FY19

Tennessee $ 347 $ 367
Alabama 88 86
Mississippi 40 42
Kentucky 36 39
Georgia 8 9
North Carolina 3 3
Virginia 1 1
lllinois 1 1
Total Payments $ 524 $ 548
FCA Adjustment __(8) _ (12
Total Expense $ 518 $ 536

FY20 FINANCIAL PLAN AND BUDGET | 63 m



Interest Expense

Debt reduction offsetting higher effective interest rates

$ million

$1,500

/
($175)  ($214)  ($235)

$1,000

Net Interest
Expense

$500

FY14 FY15 FY16 FY17 FY18  FY19F FY20P FY21P  FY22P
Effective 5 4o, 5.2% 5.2% 5.2% 4.9% 5.1% 5.4% 5.4% 5.4%

Interest Rate

FY20 FINANCIAL PLAN AND BUDGET | 64 m



Risks to the Plan: $Billion+

Pension Liability

Financial Risk/Economy

Loss of Load and/or Customers
Environmental Remediation Cost
Litigation

Aging Infrastructure

Industry Issue

New Regulation/Compliance

FY20 FINANCIAL PLAN AND BUDGET | 65 m



Debt Reduction

FY 13 Budget FY 19 Budget FY 20 Budget
Wholesale Rate (¢/kWh) 6.88¢/kWh 6.80¢/kWh 6.71¢/kWh
Revenue Requirement ($ billion) $11.3 billion $10.6 billion $10.6 billion
Interest $1.3
$1.3 $1.2
Debt Service m
Tax Equivalents & Other? 0.3 $1.8 $2.2
Base Capital $0.7

$0.9 $0.6

$1.0

O&M $3.7

$2.8

Fuel & Purchased Power

Tax Equivalents & Other for FY 13 excludes adjustment for pension expense FY20 FINANCIAL PLAN AND BUDGET | 66 m



Revenue Requirements

$ millions FY19B FY19F FY20P FY21P FY22P
Revenue Forecast

Fuel 2,792 2,948 2,733 2,713 2,733

O&M 2,790 3,074 2,756 2,865 2,828

Base Capital 1,041 936 1,055 1,081 1,152

Interest 1,291 1,212 1,218 1,183 1,160

Tax Equivalents 527 536 538 526 526

Debt Paydown 1,759 2,124 2,170 1,973 2,053

Other 356 225 124 211 162

Total TVARevenue Requirements $ 10,556 $ 11,055 $ 10,594 $ 10,552 $ 10,614

Base Revenues 7,898 8,227 8,002 7,977 8,008
Fuel Revenues 2,658 2,828 2,592 2,575 2,606
Rate Action Revenues - - - - -

Total Electric Revenues $ 10,556 $ 11,055 $ 10,594 $ 10,552 $ 10,614

Surplus / (Shortfall) - - - - -

Strategic Capital 1,030 856 1,093 1,522 1,684
Cash on Hand - - - - -

Debt Paydown (1,759) (2,124) (2,170) (1,973) (2,053)
Change in TFO $ (729) $ (1,268) $ (1,077) $ (451) $ (369)
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Summary Income Statement

$ millions FY14 FY15 FY16 FY17 FY18 FY19B FY19F FY20P FY21P FY22P
Operating Revenue $ 11,137 $ 11,003 $ 10,616 $ 10,739 $ 11,233 $ 10,714 $ 11,214 $ 10,751 $ 10,708 $ 10,760
Fuel & Purchased Power 3,824 3,394 3,090 3,160 3,022 2,792 2,948 2,733 2,713 2,733
Oo&M 3,341 2,838 2,842 3,362 2,854 2,790 3,074 2,756 2,865 2,828
Depreciation & Amortization 1,843 2,031 1,836 1,717 2,527 1,728 2,029 1,890 1,645 1,689
Taxes 540 525 522 525 518 527 536 538 526 526
Operating Expenses 9,548 8,788 8,290 8,764 8,921 7,837 8,587 7,917 7,749 7,776
Operating Income 1,589 2,215 2,326 1,975 2,312 2,877 2,627 2,834 2,959 2,984
Other Income / (Expense) 49 29 43 56 50 (223) (205) (220) (207) (125)
Interest Expense 1,344 1,347 1,371 1,346 1,243 1,291 1,212 1,218 1,183 1,160
AFUDC Borrowed Funds (175) (214) (235) - - - - - - -
Net Interest Expense 1,169 1,133 1,136 1,346 1,243 1,291 1,212 1,218 1,183 1,160
Net Income $ 469 $ 1111 $ 1,233 $ 685 $§ 1119 $ 1363 $ 1,210 $ 1396 $ 1,569 $ 1,699
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Summary Cash Flow Statement

$ millions

FY14

FY15

FY16

FY17 FY18 FY19B FY19F

FY20P FY21P  FY22P

Cash Flows from Operating Activities
Cash Flows from Investing Activities
Cash Flows from Financing Activities
Net Change in Cash
Beginning Cash Balance

Ending Cash Balance

$ 2980 $ 3315 § 3,042 $ 2736 $ 3,955 $ 3,146 $ 3470 $ 3514 $ 3,364 $ 3,454

(2756) (3,585) (3,113) (2,536) (2.269) (2399) (2,169) (2407) (2.883) (3,054)
(1,326) 70 71 (200) (1,687)  (747) (1,300) (1,107)  (481)  (400)
(1102)  (200) - - ) - 1 - - -
1,602 500 300 300 300 300 299 300 300 300

$ 500 $ 300 $ 300 $ 300 $ 299 $ 300 $ 300 $ 300 $ 300 $ 300
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Summary Balance Sheet

$ millions FY14 FY15 FY16 FY17 FY18 FY19B FY19F FY20P FY21P FY22P
Assets:
Current Assets $ 3788 $ 3506 $ 3644 $ 3446 $ 3430 $ 3438 $ 3,200 $ 3177 $ 3,171 $ 3,166
Property, Plant & Equipment 30,350 32,407 34,043 34947 35414 36,113 35119 35,338 36,268 37,328
Investments 1,981 2,011 2,257 2,603 2,862 2,791 2,883 2,949 3,013 3,077
Regulatory and Other Long-Term Assets 9,477 10,821 10,550 9,021 6,961 7,471 6,914 6,664 6,429 6,251
Total Assets 45,596 48,745 50,494 50,017 48,667 49,813 48,116 48,128 48,881 49,822

Liabilities & Capitalization:

Short-Term Debt 596 1,034 1,407 1,998 1,216 1,255 1,118 675 1,826 2,056
Current Maturities of Long-Term Debt 1,032 32 1,555 1,728 1,032 1,032 1,031 1,862 1,030 530
Other Current Liabilities 2,821 2,869 2,900 2,675 2,606 2,309 2,274 2,427 2,285 2,289
Other Liabilities 11,816 13,757 14,064 13,045 12,223 11,701 12,013 11,503 11,096 10,685
Long Term Debt 23,227 23,850 22148 21,438 21,307 21,262 20,218 18,811 18,232 18,158
Total Liabilities 39,492 41,542 42,074 40,884 38,384 37,559 36,654 35278 34,469 33,718
Proprietary Capital 6,104 7,203 8,420 9,133 10,283 12,254 11462 12,850 14,412 16,104

Total Liabilities & Proprietary Capital $ 45596 $ 48,745 $ 50,494 $50,017 $48,667 $49,813 $48,116 $48,128 $48,831 $49,822
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Summary

Incremental fuel cost savings

Incremental O&M efficiencies

Provides $2 billion in new capital investment

NoO base rate increase

Achieves debt reduction goal
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FY30 Strategic Financial Plan

A plan that is flexible in aligning customer preferences and TVA’s mission

+ Stable wholesale rate
Lower rates for long-term partners
* Modernized pricing structure

Maintain rates as low as feasible

« Achieve $21.8B debt goal

Stabilize debt at $18-20B range « Achieve 50/50 or better capitalization structure
« Flatten debt at $18B based on long-term partner participation

Balance commitments with » Deploy partnership proposal to achieve longer customer
. . commitments
obllgatlons + Higher funding confidence for other obligations
. . * Focus on treasury management
Maintain $300M cash - Maintain liquidity (line of credit)
Drive efficiencies into the * Hold cost escalation below inflation
. * Maintain fuel cost benefits of diverse portfolio
business + Improve nuclear performance to reduce to fuel costs
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Key Planning Assumptions

Load forecast effectively flat with some near-term growth from data center
loads (0.3% CAGR)

No base rate action for FY20 forward
Continued focus on achieving O&M efficiencies to offset near-term inflation
Includes additional capital consistent with FY20 Budget Power Supply Plan

Continue optimizing lowest variable cost dispatch and improving plant
availability

Maintain targeted cash balance of $300 million
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Cash Flow to Reduce Debt and Fund Capital

Cumulative debt reduction of $7.0B / $2.5B used for rate reduction

Plus Non-cash Items = And Reducing

NetIncome Operating Cash Flow For Investing Debt or Financing*
FY20P o1 I 11 Boone/Pickwick
FY21P 18 KW 05 New Gas Builds
FY22P 18 [N 04 [l Coledonia
FY23P 18 IR 0.6 New Gas Builds
FY24P 17 EEER New Gas Builds
EY 5P 17 Y EQ Watts Bar Steam
FY26P 16 KK New Gas Builds
FY27P 17 KK 0.8 New Gas Builds
FY28P 3.3 0.6 New Gas Builds
FY29P 3.4 -0.5 New Gas Builds
FY30P 3.4 02 ) New Gas Builds
$ billion 0 2 4 0 2 4 0 2 4 -2 0 2
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A Stronger Balance Sheet

A plan that is flexible in aligning customer preferences and TVA’s mission

$ billion
$30 -

27.5

$20 -

$10 -

$0
2013 2019 2024
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Obligations and Commitments

$ billion

$150 -

$100 -

$50 -

$0 -

$56.2B

Revenue

FY20 LRFP:
45% Net Portfolio Position

$126.2B

Decommissioning, net

Pension, net

Taxes
Base Capital

Oo&M

FY20 Rolling Total Obligations
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Financial Impacts of Long-term Partnership Proposal Adoption

Impact on Financials of Various Adoption Scenarios

Total Financing Obligations Net Portfolio Position
$ billion FY20 LRFP (Total Committed Revenue/Total Obligations)
$30 - 100%
80% 759 100% Partners / 86%
0 (
$25 )
100% Partners 3.1%

$21.4 Bill Credit

(o)

58%

$20 -
$20.6 $18.7 | L FY20 LRFP
FY20 LRFP 40% | 44%
615 | $16.0
20%
$10 T T T T T T T T T T T 1 O% T T T T T T T T T T T
FY19F FY21P FY23P FY25P FY27P FY29P FY19F FY21P FY23P FY25P FY27TP FY20P
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Capital Expenditures

$ billion
$3 $2.8
$2.6 $2.7
$2.5 $2.4
$2.1 $2.1 goo 22§22
2 1.8
5 8 Capacity
Expansion

$1
I Base
$0

FY20P FY21P FY22P FY23P FY24P FY25P FY26P FY27P FY28P FY29P FY30P
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Capacity Expansion Capital

. Also includes incremental:
$ billion

$1.3 ¢ Transmission
$1.1
$1
$0.7
$0 l : :

* Hydro
¢ Nuclear
FY20P FY21P FY22P FY23P FY24P FY25P FY26P FY27P FY28P FY29P FY30P

e Solar

$0.6

$0.3

Additions: CcC CT

CT
+750MwW  +575MW

+937MwW

Market/Build Solar +5,500Mw =
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Non-Fuel Rate Revenue Requirements
Effectively Flat

FY 20 Budget FY 30 Plan
Wholesale Rate (¢/kWh) 6.71 ¢/kWh 6.65 - 7.09 ¢/kWh
Revenue Requirement ($ billion) ($10.6 billion) ($10.8 - $11.5 billion)
Base Rate (¢/kWh) 5.07 ¢/kWh 5.07 ¢/kwh
Fuel &

1.72-2.16

Purchased Power

1.73

Base Capital 0.67
Tax Equivalents & Other 0.42
Debt Paydown 1.37

$2.2B $1.4B

Strategic Capital $1.1B $1.2B

Ending TFO $21.9B $16.0B
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Revenue Requirements

$ millions FY20P FY21P FY22P FY23P FY24P FY25P FY26P FY27P FY28P FY29P FY30P
Revenue Forecast

Fuel 2,733 2,713 2,733 2,913 2,975 2,987 3,016 3,089 3,187 3,381 3,512

O&M 2,756 2,865 2,828 2,905 2,967 3,030 3,113 3,163 3,291 3,354 3,382

Base Capital 1,055 1,081 1,152 1,143 1,119 1,319 1,353 1,389 1,427 1,461 1,496

Interest 1,218 1,183 1,160 1,108 1,095 1,064 998 966 944 923 889

Tax Equivalents 538 526 526 535 540 540 543 547 552 562 570

Debt Paydown 2,170 1,973 2,053 1,877 1,744 1,727 1,438 1,612 1,369 1,444 1,362

Other 124 211 162 368 457 233 508 280 384 254 334

Total TVARevenue Requirements $ 10,594 $ 10,552 $ 10,614 $ 10,849 $ 10,897 $ 10,900 $ 10,969 $ 11,046 $ 11,154 $ 11,379 $ 11,545

Base Revenues 8,002 7,977 8,008 8,047 8,030 8,019 8,025 8,015 8,023 8,051 8,081
Fuel Revenues 2,592 2,575 2,606 2,802 2,867 2,881 2,944 3,031 3,131 3,328 3,464
Rate Action Revenues - - - - - - - - - - -

Total Electric Revenues $ 10,594 $ 10,552 $ 10,614 $ 10,849 $ 10,897 $ 10,900 $ 10,969 $ 11,046 $ 11,154 $ 11,379 $ 11,545

Surplus / (Shortfall) - - - - - - - - - - -

Strategic Capital 1,093 1,522 1,684 1,317 719 808 806 854 789 947 1,189
Cash on Hand - - - - - - - - - - -

Debt Paydown (2170) _ (1,973) _ (2,053)  (1,877) _ (1,744) _(1,727) _ (1,438) _ (1,612) _ (1,369) _ (1,444)  (1,362)
Change in TFO $ (1,077) $ (451) $ (369) $§ (560) $ (1,025) $ (919) $ (632) § (758) $ (580) $ (497) $ (173)
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Summary Income Statement

$ millions FY20P FY21P FY22P FY23P FY24P FY25P FY26P FY27P FY28P FY29P  FY30P
Operating Revenue $ 10,751 $ 10,708 $ 10,760 $ 10,992 $ 11,040 $ 11,043 $ 11,113 $11,189 $11,298 $11,523 $ 11,689
Fuel & Purchased Power 2,733 2,713 2,733 2,913 2,975 2,987 3,016 3,089 3,187 3,381 3,512
O&M 2,756 2,865 2,828 2,905 2,967 3,030 3,113 3,163 3,291 3,354 3,382
Depreciation & Amortization 1,890 1,645 1,689 1,840 1,753 1,750 1,796 1,840 1,858 1,929 2,003
Taxes 538 526 526 535 540 540 543 547 552 562 570
Operating Expenses 7,917 7,749 7,776 8,193 8,235 8,307 8,468 8,639 8,888 9,226 9,467
Operating Income 2,834 2,959 2,984 2,799 2,805 2,736 2,645 2,550 2,410 2,297 2,222
Other Income / (Expense) (220) (207) (125) (99) (60) (22) 18 23 (11) 25 100
Interest Expense 1,218 1,183 1,160 1,108 1,095 1,064 998 966 944 923 889
AFUDC Borrowed Funds - - - - - - - - - - -
Net Interest Expense 1,218 1,183 1,160 1,108 1,095 1,064 998 966 944 923 889
Net Income $ 139 $ 1569 $ 1699 $ 1592 $ 1650 $ 1650 $ 1665 $ 1,607 $ 1,455 $ 1,399 $ 1,433
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Summary Cash Flow Statement

$ millions

FY20P FY21P FY22P FY23P FY24P FY25P  FY26P

FY27P

FY28P  FY29P  FY30P

Cash Flows from Operating Activities
Cash Flows from Investing Activities
Cash Flows from Financing Activities
Net Change in Cash
Beginning Cash Balance

Ending Cash Balance

$ 3514 $ 3364 $ 3454 § 3344 $ 3342 $ 3359 § 3290 $§ 3314 § 3287 $§ 3354 § 3445

(2407) (2,883) (3054) (2753) (2285) (2407) (2,625) (2,520) (2,670)  (2,818)  (3,226)
(1,107)  (481)  (400)  (591) (1,057)  (952)  (665)  (794)  (617)  (536)  (219)

300 300 300 300 300 300 300 300 300 300 300
$ 300 $ 300 $ 300 $ 300 $ 300 $ 300 $ 300 $ 300 $ 300 $ 300 $ 300
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Summary Balance Sheet

$ millions FY20P FY21P FY22P FY23P FY24P FY25P FY26P  FY27P FY28P FY29P FY30P
Assets:
Current Assets $ 3177 $ 3171 § 3,166 $ 3,228 § 3284 $ 3302 $ 3338 $§ 3367 $§ 3407 § 3477 § 3,536
Property, Plant & Equipment 35338 36,268 37,328 38,008 38339 38,796 39,435 39,950 40,542 41,141 42,029
Investments 2949 3013 3,077 3136 3194 3251 3,295 3,348 3,398 3,449 3,501
Regulatory and Other Long-Term Assets 6,664 6,429 6,251 6,024 5,821 5,690 5,587 5473 5,309 5172 5,062
Total Assets 43128 48,881 49,822 50,396 50,638 51,039 51,655 52,138 52,656 53,239  $54,128

Liabilities & Capitalization:

Short-Term Debt 675 1,826 2056 2066 2,099 1,261 2,039 2,343 2,096 1,905 2,291
Current Maturities of Long-Term Debt 1,862 1,030 530 1,030 52 1,880 1,530 304 278 1,030 530
Other Current Liabilities 2427 2285 2280 2248 2206 2243 2222 2,242 2,262 2,307 2,334
Other Liabilities 11,503 11,096 10,685 10,277 9,951 9,601 9,220 8,848 8,486 8,138 7,755
Long Term Debt 18,811 18232 18158 17,086 16,998 15,079 14,011 14,168 13,853 12,787 12,719
Total Liabilities 35278 34469 33,718 32,707 31,306 30,064 29,022 27,905 26,975 26,167 25,629
Proprietary Capital 12,850 14,412 16,104 17,689 19,332 20,975 22,633 24,233 25,681 27,072 28,499

Total Liabilities & Proprietary Capital $48,128 $48,881 $49,822 $50,396 $50,638 $51,039 $51,655 $ 52,138 §$ 52,656 $ 53,239 $ 54,128
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Meeting Financial Objectives

Flat Base Rate for 10 years

Inflationary increases in O&M and Base Capital
Funds solar and natural gas capacity expansion
Funds coal combustion residuals (CCR)

Reduces Debt to $16.0 billion
— $18.7 with 100% long-term partners

Fuel (natural gas prices)
— Opportunity to hedge risk
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Recommendation

Approve the following:

« FY20 Budget, including:
— Commercial Transactions Contracting Plan
— Projects over $50 million
— Land Condemnations
— Regulatory Accounting
— Final FY19 and begin estimated FY20 Section 13 Tax Equivalent Payments

* No base rate adjustment

« $2.0 billion of long-term bonds
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Long-Term Partners

DOUG PERRY
Vice President, Commercial Energy Solutjons




Benefits of the Public Power Model

: Transmission &
Energy & Capacity System Optimization Jobs & Investment

» B &K

+ Affordable, reliable energy * Robust, resilient transmission + Job creation
- Capacity to meet peak demand + System balancing  Attracting new companies
+ Benefits of scale * Local business growth

+ Site development

The Valley Public Power Model, which serves as the foundation for the relationship
between TVA and Local Power Companies, is unique and has an enduring legacy of
improving life in the Tennessee Valley region
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Opportunities

Opportunities identified by Local Power Companies:

* Long term rate stability
* Protecting the public power model
* Flexibility to meet end-use customer needs

 Planning participation

Opportunities identified by TVA:
* Inconsistent contract length v. asset obligations
» Stronger partnership

* New Long Range Financial Plan
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Long-Term Partnership Option

Standard Elements:
* Long-term commitment
» Partnership credit
* Flexibility
« Rate adjustment protection
* Other mutual defaults & remedies

» Planning partners
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Recommendation

The Board is requested to:

1) Approve implementation of a standard long-term agreement reflecting the
partnership elements

2) Delegate authority to the Chief Executive Officer to implement and change,
with oversight, the Standard Elements for such agreements
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Administration of TVA’ je Generadior

Interconnection fProcedrest
MIKE SKAGGS b e é”
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Purpose

Requesting TVA Board approval for delegating
authority to the Chief Executive Officer for
administering and amending procedures governing
the process for interconnecting large generating
facilities — those larger than 20 megawatts — to the
TVA transmission system




Large Generator Interconnection
Procedures

* Interconnection procedures allow for the safe and reliable connection
of generation to TVA’s transmission system.

* Industry standards and regulatory requirements are quickly changing.
« Delegation for administering large generator interconnection
procedures to TVA’s Chief Executive Officer will streamline the process

and response timeliness.

 New agreements executed under the delegation will be provided to
the Finance, Rates, and Portfolio Committee at least annually.
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Recommendation

Recommend the TVA Board approve delegating
authority to the Chief Executive Officer for

administering and amending procedures governing
the process for interconnecting large generating
facilities to the TVA transmission system
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Corporate Goals

JOHN THOMAS

Executive Vice President
and Chief Financial Officer




Fiscal Year 2020 Performance Goals

Approve goals for:

« Annual Incentive Program (Winning Performance):

Designed to promote teamwork, motivate and reward employees for
achieving annual goals

* Long-Term Incentive Plan (LTIP):
Designed to support achievement of long-term strategic goals
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FY20 Winning Performance Design

» Corporate Multiplier between 0 and 1.0

« Board defines key performance measures aligned to strategic
imperatives for Corporate Multiplier

« Board / CEO qualitatively assess performance compared to targets
to determine final multiplier

» CEO establishes enterprise measures

« Board uses judgment in all aspects of corporate performance
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Winning Performance Scorecard

FY20 Corporate Multiplier
Aligns to People, Financial, and Stewardship Strategic Imperatives Outlined by Board

Measure Target
Safe Workplace & — ) ——¢

Financial Health

Operating Cash Flow €— Business Plan ——¢
Net Income €— Business Plan —¢
Total Financing Obligations €—— Business Plan ——¢
Jobs Created / Retained €——— 50,000-75,000 ——¢
Board Level Significant Events o — 0 ———o

Note: Corporate Multiplier measures include only a target; CEO / Board will assess performance above or below target BOARD MEETING | 106 m



Long-Term Incentive Plan (LTIP)

FY20 - FY22 LTIP Cycle Scorecard measures:
« Non-Fuel Delivered Cost of Power
« Load Not Served
« INPO Index

» External Measures:
— Media Tone
- Stakeholder Survey
— Customer Loyalty
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FY20 - FY22 LTIP Scorecard

Measure Weight Threshold Target Stretch
(r:%r(\)-_F;:ZL athge.l)ivered Cost of Power 40% BP + 4% BU;::::SS BP - 4%
(I;ggod_ f;lYgg asvz_';ved 30% 4.8 3.9 3.5
:lezg Index 15% 94.3 96.2 97.7
External Measures 15% 77.2 80.0 82.8

(FY20 - FY22 avg.)
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Recommendation

FY20 Winning Performance

* Approve strategic measures and targets in Corporate Multiplier

Long-term Incentive Plan

* Approve FY20 — FY22 LTIP cycle scorecard and targets
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Skip Thompson
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John Ryder
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