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Introduction




M Introduction

SRG Purpose

€ Provide TVA with in-depth ongoing discussion and input from different stakeholder viewpoints

€ Serve as a source of information, a coordination mechanism, and a professional review group

€ Build efficiency into the study process by providing real-time public input to IRP issues and processes
€ Validate the various steps in the IRP process

SRG Meeting Types

€ Working Sessions — regular meetings that are not open to the general public

€ Workshops — the SRG, by majority vote, can request TVA hold additional “workshops” to provide more
in-depth information on specific topics to those members who are interested in attending

€ Public Comment Sessions — by majority vote, the SRG may host a public comment session to receive
input on specific topics

Integrated Resource Plan



m Introduction _
IRP Process Review

The IRP process that has been previously shared can be summarized into six high-level steps

Evaluate financial impacts of
options, including rate impacts i _
Review Draft IRP of future generation
— and demand side options

Select a preferred 20-year
resource plan

@ Use trade—olff ar|1a|ysisf to f;‘ndfthe best 4/@
— ower su an(s) for the future

Present preferred plan for P pply plan(s)

Board approval

Identify plausible future conditions
“End” and operating scenarios

||

Develop resource planning
strategies

B . “Start” — _ @

Identify public issues about resource Validate input data and
planning through public input period assumptions

Refresh input data on weather, electricity

Translate public issues, ideas, and options into o
usage, system conditions, etc.

evaluation criteria and uncertainties

@ © ©

Develop Analvze and Present Incorporate ldentify
Inputs and y Initial P Preferred

Plan

Framework Evaluate Results Injgut

Integrated Resource Plan



m Introduction _
IRP Process Review (Cont’d)

The SRG has reviewed and provided input on the following topics:

Winter Spring
Complete Complete Complete In Process 2010 2011
Develop Present Identify
Analyze and e Incorporate
Scope Inputs and Initial Preferred
Evaluate Input
Framework Results Plan

€ Planning process € Environmental outlook

€ Key uncertainties € Commodity price forecasts

€ Updated scenario/worlds € Financial parameters

€ Demand-side resource options € Energy efficiency and demand response

€ Supply-side resource options € Planning strategies

L 2 Bus_bar screening results for supply-side resource ® |IRP scorecard and evaluation metrics
options € Preliminary model results

€ Load forecast

|

C] Complete or In Process
- Not Started

Integrated Resource Plan
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Update on Public Comments




IRP Public Briefings

€ There were five public meetings held during the public comment period

October 5, Bowling Green, KY
October 6, Nashville, TN
October 7, Olive Branch, MS
October 13, Knoxville, TN
October 14, Huntsville, AL

€ Meetings were held in the evenings from 6 to 8 pm
Interested persons could either attend in person or participate via webinar

€ Over 130 people attended the public meetings and over 50 participated via webinar

Number in Attendance Number on Webinar

Bowling Green, KY
Nashville, TN
Olive Branch, MS
Knoxville, TN

Huntsville, AL

20

23

24

40
22

10

11
8
12
10
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] Public Comments Received

€ A total of 138 people have provided comments on the Draft IRP to date

Method of Comment | Number Received

E-mail 5

Online comment form 16
Webinar comment/question from IRP Briefings 16
Oral comment/question from IRP Briefings 40
Letters 5

Form letters (pre-printed post cards)”-B 56
Total 138

Note: The public comment period is scheduled to end on November 8t

A — TVA received 56 post cards with pre-printed comments. Senders signed their name, but did not provide any additional comments beyond the standard text
B — One of four unique comments is included on each postcard:
1) Maximize economic development of the Valley through creation of clean energy jobs by developing EE and renewable energy resources
2) Minimize TVA’s impact on climate change, particularly be developing the Valley’s EE and renewable energy resources
3) Make TVA a national leader in EE with at least 1% per year reductions in energy demand and a serious commitment to developing the Valley’'s solar, wind, and
bioenergy resources
4) Minimizes the amount of nuclear power used to meet future energy demand

Integrated Resource Plan g



] Public Comments Received (Cont’d)

Common themes emerged from the comments received

Topic

Fossil layup strategy

Renewable additions

Nuclear additions

Energy efficiency and demand
response

Energy storage

Natural gas

Comments

People commended TVA on the fossil layup strategy

Some public briefing attendees felt that larger quantities of layups
should be considered

Some people were pleased with the renewable recognition in the Draft
IRP as long as costs were competitive

Others expressed support for greater in-valley options (particularly
solar)

Some comments were pleased with the nuclear additions and
applauded TVA for adding nuclear in a cost effective, responsible way
Others expressed concerns over rising costs and nuclear waste
iIssues related to additions to the nuclear portfolio

Some comments wanted to see greater incentives and more focus on
EE/DR in the IRP

Others were pleased with the contribution of EE/DR in the planning
strategies retained in the Draft IRP

Several comments suggested that energy storage capability should be
increased

Comments expressed support for additional natural gas-fired
generation

Integrated Resource Plan ¢



[l Open Discussion on Public Comments
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Summary of IRP Phone Survey Results




IRP Phone Survey
(1T Methodology

€ Survey was developed and conducted by Harris _ o
Interactive Customer Service Districts

€ Ratepayers were randomly sampled in June and
July, 2010

€ Conducted with adults age 25 or older, with survey
averaging 18 minutes in length

€ A total of 1,001 surveys were completed across the
seven TVA Customer Service districts as shown
below:

Alabama Kentucky Mississippi Northeast Southeast Middle TN West TN

143 143 143 143 143 143 143

© Harris Interactive Integrated Resource Plan i,



m IRP Phone Survey _
Importance of TVA Attributes

€ Almost all Valley residents (94%) agreed that providing a reliable supply of electricity is very important in
assessing TVA'’s quality of service

— Also among the most important attributes were keeping prices affordable and conducting
operations safely

Very Important

Providing areliable supply of electricity

94%
Keeping prices affordable 92%
Conducting their operations safely 90%
Providing accurate information to the public 87%
Conducting their operations efficiently 87%
Ensuring future energy supplies forthe region 86%
Protecting the environmentin your community 84%

Energy research and developing new technologies 71%

69%
62%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Being concerned aboutthe environmentin the communities..

Taking an active role in the communities in which itoperates

Base: Qualified Respondents (Total n=1,001)

© Harris Interactive |l1tegl'ated RESQUFCE Plan 13



m IRP Phone Survey
Focus for Meeting Future Energy Needs

€ To meet future energy needs, 42% Valley residents believe finding different energy sources (solar, wind)
should be emphasized most

Total

Finding differentenergy sources such as solarand wind 42%
Finding the mostreliable power supply

Finding whatever power supply costs less to operate
Finding ways to use less energy

Finding ways to use more nuclear power

17%
15%
13%

. 10%

T T T T T T 1

T T

0% 5% 10% 15% 20% 25% 30% 35% 40% 45%

Alabama Kentucky Mississippi Northeast Southeast Middle TN West TN
(n=143) (n=143) (n=143) (n=143) (n=143) (n=143) (n=143)

Finding different energy

sources such as solar and 44% 40% 37% 33% 47% 46% 47%
wind
Finding the most reliable 17% 17% 16% 26% 14% 13% 19%

power supply

Finding whatever power

16% 16% 18% 19% 13% 13% 12%
supply costs less to operate
Finding ways to use less 12% 19% 18% 8% 12% 9% 13%
energy
Flndlng ways to use more 7% 8% 10% 8% 11% 17% 7%

nuclear power
Base: Qualified Respondents (Total n=1,001)

© Harris Interactive
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m IRP Phone Survey o
Willingness to Pay More for Renewable Electricity

€ 42% of Valley residents indicated they would definitely or probably pay more for renewable energy

€ When likelihood is weighted by normative proportions of purchase intent, actual likelihood is estimated at
15%* who would definitely or probably pay more

Total
Definitely pay more 4% } 42%
Probably pay more 37%
Probably not pay more 36%
. 5%
Definitely not pay more 22%

0% 5% 10% 15% 20% 25% 30% 35% 40%

Alabama | Kentucky | Mississippi | Northeast | Southeast Middle TN West TN
(n=85) (n=86) (n=90) (n=76) (n=88) (n=86) (n=91)

Definitely pay more * 3% 3% 8% 7% 5% 4%
Probably pay more 35% 29% 39% 55% 34% 44% 32%
rirgrgab'y not pay 47% 48% 31% 28% 36% 30% 30%

Definitely not pay

17% 19% 26% 6% 23% 21% 33%
more

*data is weighted down to represent normative proportions of purchase intent (Definitely=0.498; Probably=0.342)
Base: Would Like to Purchase Renewable Energy (Total n=602)

© Harris Interactive |I"Itegl'EltEd RESGLIFCE Plan 15



m IRP Phone Survey o
Amount Respondents Would Pay for Renewable Electricity

€ Valley residents indicating they would definitely pay more, would will pay an average of $12.60 per
month to ensure that 10% of their energy comes from renewable sources

€ This same group would pay an average of $26.91 more per month to ensure that all of their energy is
renewable

Average $to Ensure 10% Comes from Renewable Energy Sources

Total* Alabama* Kentucky* | Mississippi* | Northeast* | Southeast* | Middle TN* | West TN*
Means (n=472) (n=72) (n=52) (n=84) (n=51) (N=96) (n=59) (n=62)

Definitely pay more $12.60 - $31.13 $19.92 $6.08 $7.75 $12.78 $29.05
Probably pay more $9.30 $11.07 $8.49 $5.37 $12.09 $7.45 $12.55 $9.14
m’rzab'y not pay $1.43 $1.14 $1.54 $1.32 $2.02 $1.75 $1.18 $1.00

Average $to Ensure ALL Comes from Renewable Energy Sources

Total* INELEINEW Kentucky* | Mississippi* | Northeast* | Southeast* | Middle TN* | West TN*
Means (n=403) (n=57) (n=40) (n=69) (n=45) (n=82) (n=53) (n=52)

Definitely pay more $26.91 ] $37.35 $38.18 $19.92 $23.48 $21.17 $49.80
Probably pay more $16.18 $20.96 $15.65 $9.89 $23.42 $15.06 $17.00 $13.92
;frzab'y not pay $2.84 $1.73 $2.82 $3.32 $3.96 $3.91 $1.41 $2.25

*all data is weighted down to represent normative proportions of purchase intent (Definitely=0.498; Probably=0.342)
Base: Would Pay More (Total n=471)
Base: Would Pay Something (Total n=402)

© Harris Interactive |l1tegl'ated RESQUFCE Plan 16



m IRP Phone Survey _
Importance of TVA Addressing Issues

€ Over 50% of Valley residents agreed that it is very important for TVA to address air pollutants, the use of
renewable fuels and using a diversity of fuel sources

Very Important

Air pollutants and emissions such as sulfur dioxide, ozone, 0
etc 70%

The use of renewable fuels such as solar, wind, water, and
biomass 63%

Using a diversity of fuel sources —_ 51%
Climate change G /9%
Developing a smartgrid —_ 45%
Spentnuclearfuel __ 45%
Greenhouse gas emissions __ 42%
Coal combustion byproducts such as coal ash and gypsum __ 41%

Distributed generation, which is the use of small power plants 390
located close to the end user I_ 0
| | T | T

0% 10% 20% 30% 40% 50% 60% 70% 80%

Base: Qualified Respondents (Total n=1,001)

© Harris Interactive |l1tegl'ated RESQUFCE Plan 17



IRP Phone Survey _
[T Biggest Concern Related to TVA’s Energy Production

€ Respondents were asked, “What is your biggest concern related to TVA'’s production of electricity?”

€ Percentages below reflect all mentions within the category, comparing the customer phone survey to the
scoping guestionnaire:

IRP Phone Survey IRP Scoping Questionnaire
(Summer 2010) (Summer 2009)

Area of Concern N=1,001 n=798
Cost/Billing 42% 19%
Environmental Impact 27% 32%

Reliability 20% 21%
Need for Alternative Energy Sources 10% 28%

Integrated Resource Plan g
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IRP Phone Survey _
Summary of Key Points

The most important factors in evaluating TVA were:
— Reliability
— Affordable prices
— Safe operation

42% of Valley residents said they believe that finding different energy sources such as solar and wind
should be emphasized

— Those interested in renewable energy were fairly split on whether they would pay more for it,
though just under one-half indicated they would

Valley residents find it very important for TVA to address the following:
— Air pollutants and emissions such as sulfur dioxide, ozone, etc.
— Use of renewable fuels such as solar, wind, water, and biomass

The Valley residents that indicated they would pay more to reduce carbon emissions, were most willing
to pay $11-$20 per month

Residents’ biggest concerns related to TVA's production of electricity were:
— Cost
— Environment impact
— Reliability

Integrated Resource Plan
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[l Open Discussion on IRP Phone Survey
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Transmission System and Potential Future Impacts




1 What We Have Today

€ Designed to deliver internal TVA
generation to TVA native load

€ Total of 16,000* miles of
transmission lines covering 80,000
square miles

— 11,500* miles of 161-kV
— 2,500* miles of 500-kV
— 2,000* miles of 69 and 46-kV

— 498 substations, switchyards
and switching stations

*values are approximate

€ Supplies 155 distributors, 58 direct
customers, 63 interconnections with
neighboring utilities

€ 53 generating plants

— 3 nuclear, 29 hydro, 11 fossil,
9 gas, 2 combined cycle, and
1 pumped storage

€ 3200+ million invested annually in
transmission

€ Over a decade of 99.999% reliability
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[l TVA's Existing Power System (Cont’d)

-
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M Transmission System Impacts — EE/DR

Positives

€ Saves a total of 10% from Transmission (2%) & Distribution (8%) losses

€ Creates potential to delay transmission expansion projects

Concerns

€ Location, location, location
— Must identify affected delivery point location before use in transmission expansion plan
— Should be located in areas of transmission congestion to benefit transmission system

€ Limited quantity
— Limited quantity translates to limited impact to transmission system

Integrated Resource Plan



[l Transmission System Impacts — Fossil Layups

€ TVA's transmission system is designed around TVA's base load generation plants (fossil and nuclear)
which serve local load and provide voltage support to the transmission system

€ Impact of fossil layups on the transmission system vary based on location and unit size and typically
include

— Deficiencies in voltage support
— Overloaded transmission lines

€ Major schedule issues can also be created
— Transmission upgrades can take 3-10 years to complete

— When fossil units have an aggressive shutdown schedule, sometimes the only transmission
solution is to replace the lost MWs with onsite generation

Integrated Resource Plan
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Eﬂ] Transmission System Impacts — Renewables

€ TVA's transmission system is designed to deliver internal TVA generation to TVA native load
— In order to import substantial renewables (e.g., wind), the system must be re-designed

€ TVAs anindustry leader in pursing long-term renewable energy contracts and firm transmission paths
to import this energy

€ HVDC interconnection requests to deliver wind from the West are on the rise in the Southeast
— Typically these requests are to deliver large quantities of power (3,000+ MWSs)
— Typically require major transmission upgrades to reliably deliver this power to the load

Integrated Resource Plan
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[l Transmission System Impacts — Renewables (Cont’d)

Joint-Coordinated System Plan (JCSP) Wind Study
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& FORBES 2.

7 e ot 15,000 Miles
$80 Billion

F BinaTI4s
Solth Dakots

bk ERKNGCO3
EROLANDZ \ ‘im 2 e
b} SPLTRKB“\ (OIS T=COL3S I k[ HEwHGaS
FrERD 765 EDIC [ RUTLHD
WEBSTER? b b * PPAILE,

€ Deliver 20% renewable energy to the East \g;«i Lot e

PETULLEY (LONGMTH.

Nebraska 1OME =~ e MO L INgH, JoT o Rhode Island
- - OTTUMMWIG HADDN NE:
reaiReT_| 40AIR3ES RANAFO 5 BB BT EeHORE Connectiout
4 S TELL S :
2 0 000 M W ! TR ELUCKTES OO eyt varis GoWaNSE
y W OFio oo RARVESOD | ipsamz
SUMMT?ES \ATANTES %DJS‘CL'”” THERPT Hevi Jersey
e
Colorada FENOLLZES, sz LT EBREED. stirginia
FINNE7es Hanses < 8 iHlireis Pasies,
WOFCH
r—gPEARTES S
W COMMAES 2, PARADTES i
05 FERR
ACHITEHIE Sy QORI 765 5 MONTE 0
FANTIOT6S
ELKCTIES s W BCRUNES JCSP Option 3-2 Lines by voltage_ky
OklsHoma

P
A porreres Terresse: BUALEY T

230 )

@ Transmission impacts included | keS| e

— 15,000 miles of new Extra High-Voltage
(EHV) transmission lines

SEOVEN 28 6
TUco 765
i LA South Cardling — 00 HVDG ()
¥ GASTHI00
P ag JCSP Optian 3-2 HVDC Feeder Lines by Valtage KV
Mississippi Hatiama Ggorgia

m— 00 HYDC (28)
Existing Lines greater than 230 by Voltage_ky

———————— 800t 0l ()
TeStoE00  (34)
e swesro 0040 TES  (60)

R COSt $80 bl”lon for EHV network Only Midwest ISO - using Ventyx, Vélocity Suite ©.2008: 230 to 345 (4111)

— Cost for underlying transmission system
could be another $80 billion

sCa

Integrated Resource Plan ,;




Update on Ongoing Analysis




[l Developing the Recommended Planning Strategy

€ The Draft IRP established a broad range of alternatives by presenting multiple planning strategies

€ Between the Draft and Final IRP, a recommended planning strategy will be developed

— The recommended planning strategy along with one to two alternatives will be included in the
Final IRP

€ Ongoing analysis will evaluate attributes from the top three planning strategies retained in the Draft IRP

— The range of attributes in the retained strategies define the upper and lower bounds for the
analysis

Planning
Strategy A
. Planning
Planning
Strategy B _Strategy 5
| — ; Recommended
Planning ST::?J;”% Develog : Planning
Strategy C y Recommendation Strategy
- |
‘ 5
Planning ST:Z?emngE
Strategy D € Planning strategies C, .¢ € Evaluate attributes of retained € Two to three planning
E, and B are retained planning strategies through strategies are presented for
Planning ongoing analysis board approval
Strategy E € Aand D are removed i L
from consideration € TVA leadership evaluates € Arecommended option is
results along with stakeholder identified

input and other considerations
to identify recommended
option
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] Analysis Approach

€ The analysis approach has been modified to incorporate SRG input and increase productivity
— The revised approach reduces defined model inputs and provides a more comprehensive result
— A few “one-offs” will still be required to test additional factors

€ Portfolios for renewable additions and EE/DR will be optimized in the analysis and not applied as defined

model inputs

— The model will select the best renewable and EE/DR portfolio from the options provided as a part

of optimizing all other resource alternatives

€ Fossil asset layups cannot be optimally selected and will require iterations to test all the levels
— The optimum renewable and EE/DR portfolios will be selected for each level of fossil layups

€ The following table summarizes options that will be evaluated

Attributes

EE/DR

Various Options for Developing the Recommended Planning Strategy

— 2,100 MW & 5,900 annual
GWh reductions by 2020

— 3,600 MW & 11,400 annual
GWh reductions by 2020

— 4,000 MW & 8,900 annual
GWh reductions by 2020

— 5,900 MW & 14,400 annual
GWh reductions by 2020

Renewable Additions

— 1,300 MW & 4,600 -
GWh competitive
renewable resources
or PPAs by 2020

2,000 MW
competitive
renewable resources
or PPAs by 2020

- 2,500 MW and 8,600
GWh competitive
renewable resources
or PPAs by 2020

— 3,000 MW
competitive
renewable resources
or PPAs by 2020

- 3,500 MW & 12,000
GWh competitive
renewable resources
or PPAs by 2020

Fossil Asset Layup

— 2,400 MW total fleet
reductions by 2017

— 3,200 MW total fleet
reductions by 2017

— 4,000 MW total fleet
reductions by 2017

— 4,700 MW total fleet
reductions by 2017

Integrated Resource Plan 3



] Analysis Approach (Cont’d)

€ The recommended planning strategy will be subject to constraints as defined by the planning strategies
retained in the Draft IRP

— These constraints are summarized below

Attributes

EE/DR

— The EE/DR portfolio will be no less than 2,100 MW & 5,900 annual GWh reductions by 2020
(former planning strategy B)

Renewable Additions

—Renewable additions will be no less than the existing wind contracts (former planning strategy B)

Fossil Asset Layup

— Fossil layups will be between 2,400 MW (former planning strategy B) and 4,700 MW (former
planning strategy E)

Energy Storage — The pumped storage hydro unit (850 MW) will be included in all cases
Nuclear — Nuclear units cannot be added any earlier than 2018 and must be a minimum of two years apart
Coal — New units cannot be added prior to 2025 and must be equipped with carbon capture and

sequestration

Market Purchases and
Transmission

— If more than 900 MW are purchased beyond current contracts and extensions, potential
transmission costs come into play

Transmission

— Transmission upgrades will be made to support new supply resources and maintain system

reliability

Integrated Resource Plan
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] Analysis Approach (Cont’d)

Previously identified sensitivity cases will be addressed as described below

Sensitivity Description Method for Addressing

— The range of renewable addition retained in the Draft IRP (along with
additional increments) will be provided to the optimization tool as a
selectable resource

Evaluate increment/decrement of renewable
additions for planning strategy C

Evaluate alternate fossil layup values for planning The range of fossil layups retained in the Draft IRP will be evaluated with
strategy C all other resources optimized

Evaluate increment/decrement of EE/DR impacts The range of EE/DR portfolios retained in the Draft IRP will be provided to
for planning strategy C the optimization tool as a selectable resource

— “Gas-only” expansion will not allow nuclear additions
Test “gas-only” expansion in planning strategy C — To be tested with 3,000 MW of fossil layups
— All other factors will be optimized

. . — The 50% target will be based upon the capacity gap in the new baseline
Evaluate an aggressive EE/DR portfolio that targets (Scenario 8) with 3,000 MW of fossil layups

50% of the capacity gap beginning in 2015
° pacily gap beginning ! — All other factors will be optimized

Test deferral of nuclear expansion in planning — Schedule of nuclear additions will be optimally selected based on the
strategy C until 2020 options and constraints described previously

Integrated Resource Plan 3,



[l Scenario Approach

€ Analysis will follow an approach that uses a subset of the scenarios in the Draft IRP for interim
evaluation

€ Three scenarios will be used to efficiently test the full range of possible futures
— Scenario 1 represents the upper bound
— Scenario 3 is the lower bound and does not include climate change regulation
— Scenario 8 is the current baseline and replaces the spring 2010 baseline

€ Interim results will be evaluated on a pared down scorecard

— The scorecard will use the same evaluation metrics and will be calculated in the same way as the
Draft IRP

— Former planning strategy C was the highest scoring in the Draft IRP and will be used as a
reference line in the scorecard

— Afully populated scorecard will be completed for the two to three planning strategies included in
the Final IRP

€ The scenario approach significantly reduces model run time and increases the efficiency of the analysis

[ Additional information on Scenario 8 is included on the following slides ]

Integrated Resource Plan 33



[ Comparison of Scenario 8 to Spring 2010 Baseline

€ The most significant difference in the Spring 2010
Baseline and scenario 8 is a revised load forecast

€ The figures to the right illustrate the peak load and
annual energy forecasts for scenario 8 and the Spring
2010 Baseline

€ The peak load forecast for scenario 8 is about 2,000
MW less than the Spring 2010 Baseline

— Scenario 8 has an annual growth rate of 1.0%
percent from 2011-2021

— The annual growth rate for the Spring 2010
Baseline in the same period was 1.2%

€ The annual energy forecast for scenario 8 is 5,000
GWh lower than the Spring 2010 Baseline

— Scenario 8 has an annual growth rate of 0.8%
percent from 2011-2021

— The annual growth rate for the Spring 2010
Baseline in the same period was 1.1%

GWh

GWwh

Peak Load Forecast
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[l Scenarios Provide a Broad Range of Power Requirements

MW
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Firm Requirements by Scenario
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[ Firm requirements (load forecast — interruptible load + reserve margin) ]
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[l Comparison of Capacity Gaps

Comparison of Capacity Gap'- Spring 2010 Baseline vs. Scenario 8
8,000
6,000 [—
4,000 —
S 2,000 B R B . .
N
~
® I
o \ I Is B L
(2,000) -
(4,000)
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
. Spring 2010 Baseline [ Scenario 8 e  Difference Between 8 and Spring Baseline

[ Scenario 8 will require fewer resources than the Spring 2010 Baseline to close the capacity gap ]

1 — Capacity gap shown based on 3,600 MW EE/DR by 2020, 2,500 MW of renewable additions by lntegrated HESG“I‘GE Plan 36
2020, and 3,000 MW of fossil layups FwRs W R FUTURE
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] Review of Key Inputs and Assumptions

€ Key assumptions and inputs to the analysis are being reviewed as a part of the development of the
recommended planning strategy

€ The following characteristics have been modified

Load forecast: reduced from Spring 2010 Baseline

Natural gas price: increased expected 10 year average price of natural gas by 4%
Coal price: increased expected 10 year average composite price of coal by 1%
Coal operating characteristics: reduced Expected Forced Outage Rate (EFOR) by 0.4%

€ Other relevant factors that are still under review are:

EE/DR portfolio assumptions
Capital cost estimates
Renewable portfolio assumptions
Regulatory outlook
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[l Other Considerations of Risk

€ Other risks should be considered when evaluating the merits of alternative strategies
— The financial risk measures included in the scorecard may indirectly account for part of these

risks, but not all

€ Examples of these broader risk considerations include but are not limited to:

Other Risk Considerations

The ability of EEDR programs to stimulate
distributor/customer participation and deliver forecasted
energy savings and demand reductions

The availability and deliverability of natural gas due to
finite capacity in the existing infrastructure

The ability to achieve schedule targets for
licensing/permitting, developing and constructing new
generation capacity

The timely build-out of transmission infrastructure to
support future resources

The ability to maintain appropriate operational flexibility
after significant changes in resource mix

Potential Implications

Planning strategies with higher EEDR targets will have a
greater exposure to this risk.

Risks of being limited by deliverability and availability will
likely increase as natural gas generation capacity is
increased

Risks of meeting schedule targets will likely increase as
the number and complexity of construction projects
increase

Projects with more extensive licensing/permitting
requirements may have greater exposure to schedule risk

Risks will likely increase as the amount of construction
required increases and if that construction is undertaken
by entities other than TVA

Risks of limiting operational flexibility increase as the
magnitude of changes in baseload, dispatchable, and non-
dispatchable resources change
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[ Preliminary Insights

€ A few preliminary insights were gleaned from the development of Scenario 8

€ The lower load forecast in Scenario 8 will produce different unit addition schedules than the Spring 2010
Baseline

€ While different, the expansion plans produced in Scenario 8 will still fall within the range of possible
futures considered in the analysis

Detailed results will be reviewed in detail with the SRG once
the analysis is complete and vetted with TVA leadership
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Next Steps




[ High-Level IRP Project Schedule

Incorporate Input Identify Recommended Strategy

o o

Complete analysis / respond to public comments

Ke 11/8 3/9 4/19
MilYastones End of Public Begin internal Finalize internal  Transmit Final April Board
Comment Period vetting vetting IRP/EIS Decision
i i
Public comment | !
e L 11/15 12/16!
I I
I I
I 1
I 1

1/27 2/24

. .

Develop and vet recommended
planning strategy

Finalize IRP and
EIS for publication

Public review of
Final IRP/EIS

‘ Proposed SRG Meetings
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] Future SRG Meetings

Webinar

Working Session

Working Session

Working Session

Four additional meetings are planned for the SRG

€ Summary of input from public comment period
€ Preliminary responses to input received November 15, 2010

€ Status of ongoing analysis

® Discuss preliminary analysis results
T December 15, 2010
€ Input on potential implications of results

€ Discussion of potential recommendations in Final IRP January 27, 2011

€ Preview of Final IRP February 24, 2011
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