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Highlights

e TVA released its draft Strategic Plan on October 1. The plan provides direction
for the organization by identifying what TVA needs to do to preserve its core
mission and ensure its financial viability in a more competitive market.
Extensive stakeholder input was sought and a final plan was released in
January 2004. During the quarter, TVA began the more detailed planning
needed to implement the recommendations in the Strategic Plan. This includes
a review of TVA programs and staffing levels to identify opportunities for
reducing costs and increasing TVA’s financial flexibility.

e TVA completed a prepayment arrangement with its largest customer, Memphis
Light, Gas & Water Division (MLGW) for a significant portion of MLGW’s
electricity needs through 2018. The regulations for such prepayments were
approved by the U.S. Treasury Department and allow MLGW to fund the $1.5
billion prepayment by issuing tax-exempt bonds. The bonds are not obligations
of TVA and are not secured by any TVA revenues or property. MLGW benefits
by securing a reliable supply of low-cost power for 15 years; TVA used the
proceeds to retire existing debt.

e Proceeds received from the MLGW prepayment were used to help reduce TVA’s
total outstanding balance of bonds and notes by $1.504 billion during the first
quarter of fiscal year 2004. Offsetting this reduction in statutory debt is a
corresponding increase in liabilities on TVA's balance sheet titled "Energy
Prepayment Obligations." This liability recognizes TVA's obligation to repay
MLGW through the delivery of energy over the 15-year term of the agreement.

e TVA’s Bull Run Fossil Plant was named the most energy-efficient coal-fired plant
in the nation for 2002 in Electric Power & Light Magazine’s ranking of 572 coal-
fired plants. Bull Run has been ranked among the nation’s top-10 most efficient
plants by the magazine every year since 1995.



Five fossil generating units
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of fiscal year 2004.

Milestones

POWER SYSTEM

Five fossil generating units ended record continuous runs during the first quarter
of fiscal year 2004, breaking previous records set as far back as 1981.

TVA’s Fossil Power Group received a TVA Environmental Excellence Award for
work that enables TVA to sell or use the combustion by-products of burning
coal. These efforts minimize the effects of TVA’s operations on the environment,
generate additional revenues, and avoid disposal costs by diverting fly ash,
bottom ash, boiler slag, and scrubber gypsum into useable products.

TVA’s Allen Fossil Plant received the overall TVA Environmental Excellence of
the Year Award for 2003. The plant was recognized for its aggressive program to
maximize performance while reducing nitrogen-oxide (NOx) emissions. The
plant’s three Selective Catalytic Reduction systems reduce NOx emissions by
almost 90 percent during the summer ozone season.

Don Lokey with TVA in Muscle Shoals was named TVA Engineer of the Year
for his work to ensure that TVA power plants meet or exceed air quality
requirements. He also has been chosen as one of 10 finalists for Federal
Engineer of the Year.

Raccoon Mountain Pumped Storage Plant Unit 2 completed a record-setting
78-day Hydro Modernization outage.

Watts Bar and Sequoyah nuclear plants completed refueling and maintenance
outages.

Watts Bar Nuclear Plant began the process of producing tritium when the plant
was returned to service after its refueling outage. The tritium production process
does not change basic operations of the plant and will ensure the continued
supply of tritium required by the nation’s nuclear weapons stockpile.

TVA and other federal, state, and local agencies conducted an emergency
preparedness drill at Watts Bar Nuclear Plant. The exercise involved about 1,000
TVA and State of Tennessee employees and emergency responders in McMinn,
Meigs, and Rhea counties.

The operations training programs at Sequoyah Nuclear Plant received re-
accreditation from the National Academy for Nuclear Training.

Four delivery-point projects—where TVA and distributor systems join and power
is made available to customers—were completed and placed in service, and
approximately 15 miles of new transmission line were constructed.



TVA implemented its first

rate adjustment in six

years on October 1.

e The Choctaw, Mississippi, 500-kV Switching Station was placed in service. It was
built to interconnect a combined-cycle gas turbine plant being built by Choctaw
Gas Generation, LLC, at Ackerman, Mississippi.

e Two capacitor banks were placed in service at the White Pine 161-kV Substation
as part of upgrades required by the Duke Energy Marshall County, LLC,
merchant plant.

e The Southeastern Electric Reliability Council (SERC) conducted an audit of TVA's
Control Area functions and returned a report showing TVA in full compliance
with all SERC operating guidelines. TVA’s Control Area functions guide TVA’s
power-system operations to ensure an adequate and reliable power supply.
Audit results are reported to the North American Electric Reliability Council
(NERO).

e TVA is using a new Operator Training Simulator to help transmission system
operators meet requirements for NERC certification and prepare them to manage
unusual system events and disaster recovery.

e TVA conducted emergency evacuation drills at its power-system operations
centers, and it conducted a successful “blackstart unit” recovery drill. That drill
simulated re-start conditions that might result from severe weather or other
problems on the power grid. All drills were successful, and improvements are
being made to ensure proper system response in an emergency.

e Representatives from TVA and American Superconductor Corporation hosted
the dedication of SuperVAR"™, a new transmission technology designed to ensure
delivery of high-quality, reliable power.

e A TVA/EPRI research and development effort has produced a laser cleaning
device that is removes radioactive materials from metal parts from a TVA nuclear
facility. The device also has potential to remove oxides, lead-based and PCB-
laden paints, and surface contamination from materials such as metals and
concrete, without sandblasting, grinding, or using hazardous chemicals.

CUSTOMER SERVICE & MARKETING

e TVA implemented its first rate adjustment in six years on October 1. The 6-percent
increase in wholesale rates is expected to provide TVA approximately
$365 million in additional annual revenue. Most of power distributors made
adjustments and/or changes to their retail rates at the same time.

e Two TVA power distributors, Glasgow Electric Plant Board and Monticello
Electric Plant Board, recently gave TVA a five-year notice to terminate their
wholesale power contracts. Both distributors have said they would like to
explore other power supply options. Six of TVA’s 158 power distributors have
now given termination notice. Discussions continue with these distributors on
the possibility of their remaining TVA customers.
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e TVA’s Green Power Switch~ Program, an industry leader among green-pricing

programs, received the following awards:

- Center for Resource Solutions National Marketing Leadership Award,
recognizing innovative marketing efforts.

- Southeastern Green Power Network Green Power Trailblazer Award,
recognizing outstanding achievement, vision and dedication in promoting
green power in the Southeast.

- Southeastern Green Power Network Supplier Excellence Award, recognizing
Green Power Switch as the leading supplier of green power in the Southeast.

- TVA’s Environmental Excellence Award, recognizing Green Power Switch for
its environmental performance.

Green Power Switch’ presented Lowe’s Home Improvement Warehouse with

the first Green Power Leadership Award. This award recognizes Lowe’s leadership
in purchasing green power at its Valley stores. Lowe’s is the largest purchaser of
green power in the Southeast.

RIVER SYSTEM OPERATIONS & ENVIRONMENT

e Progress continues on the Reservoir Operations Study. Based on public comments

on the draft Environmental Impact Statement and additional technical analyses,
TVA staff developed a Preferred Alternative. A Biological Assessment on the
Preferred Alternative has been submitted to the U.S. Fish & Wildlife Service for
review.

Rainfall in the Tennessee Valley was 83 percent of normal, and runoff was 112
percent of normal. TVA’s operation of its reservoir system prevented $14 million
in flood damages in Kingsport, Tennessee, and $3.9 million in Elizabethton,
Tennessee.

In January, EPA proposed a rule for regulating mercury emissions from coal-fired
electrical generation units and nickel emissions from oil-fired electrical generation
units. TVA has been monitoring mercury in sediments and fish in reservoirs on the
Tennessee River and its tributaries for the past 30 years. The monitoring shows
that (1) mercury levels in TVA reservoir sediment have declined substantially since
1973, and (2) mercury content in fish in the TVA reservoirs is varied but generally
shows constant or reducing trends, even though generation of power from coal-
tired facilities has increased.

TVA received an Honorable Mention Award for a technical paper presented at the
20th International Pittsburgh Coal Conference. The paper describes a gas-phase
mercury reduction method that significantly simplifies the UV measurement of
gaseous total mercury in flue gas from a coal-fired boiler.

The TVA-led Tennessee Valley Clean Marina Initiative was recognized by the
North American Lake Management Society for “extending effective and creative
education in lake restoration, protection, and management.”



TVA approved $2.6 million
in economic development
loans for business growth

in the Tennessee Valley

during the quarter.

e TVA watershed teams supported the 10th Annual National Public Lands Day, the
largest one-day volunteer hands-on restoration event for public lands in the
United States. TVA helped coordinate the efforts of 1,217 volunteers, who
contributed almost 5,700 hours in labor toward public-land improvements.

e During the past year, TVA documented three fish species new to the region that
have migrated into Pickwick, Wilson, and Wheeler reservoirs from the Alabama
coastal region via the Tenn-Tom Waterway. They are Atlantic needlefish, striped
mullet, and inland silverside. The presence of the species is not expected to
threaten native populations.

e TVA published a report on greenroof technology, which uses vegetated roof
covers to replace traditional materials such as gravel ballast, shingles, or tiles.
Greenroofs mitigate stormwater runoff and reduce building energy use.

ECONOMIC DEVELOPMENT

e TVA approved $2.6 million in economic development loans for business growth
in the Tennessee Valley during the quarter. The loans are expected to leverage
an additional $9.5 million in capital investment and help attract or retain 644
jobs. Loans to Valley women or minority owned businesses totaled $578,000.

e TVA completed 102 technical services projects for Valley communities and
industries during the quarter. The projects included various economic research
and analysis engineering, architectural, and environmental evaluations.

e TVA supported Alabama and Tennessee at the Joint Meeting of the Southeast
U.S./Japan Association in Osaka, Japan. Japanese representatives included
Toyota, Fuji Photo Film, and Toshiba Corporation. The conference provided
opportunities to build relationships with Japanese company executives.

e More than 100 economic developers attended the first-ever Tennessee Valley Federal
Resources Summit, co-hosted by TVA and Rural Development, U.S. Department of
Agriculture. The program highlighted economic and community development
resources available from federal agencies in the TVA region. Presentations were
made by TVA, Rural Development, Economic Development Administration,
Appalachian Regional Commission, Delta Regional Authority, Department of
Housing & Urban Development, and Environmental Protection Agency.

e TVA deployed an economic development Web site with the theme “One Source.
Seven States.” The site provides information for businesses and industries
wishing to locate or expand in the Tennessee Valley. The site is available at
www.tva.com/econdev.

e TVA participated in the Tennessee Valley Corridor Summit in Chattanooga,
supporting the initiative’s goals for regional cooperation and economic
development. At the summit, TVA announced its financial investment in The
Southern Appalachian Fund, a venture capital fund.
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e First National Bank of Oneida, Tennessee, is the latest bank to join the Valley
Coalition. Fifteen regional banks participate in the Valley Coalition for Minority
Economic Development to provide financial and technical assistance to this
growing sector.

e Staff from TVA and the Southeast Industrial Development Association met with
power distributors in the Blue Ridge Mountain area to develop a marketing plan.
The plan will include Polk County, Tennessee; Fannin, Union, and Towns
counties, Georgia; and Clay and Cherokee counties, North Carolina. The plan
will target industries for location in the area’s industrial/technology parks.

e Approximately 500 people attended TVA-supported Minority Economic
Development Week observances in Nashville, Hopkinsville and Memphis. The
Nashville observance was coordinated by the Nashville Minority Business Center;
and TVA was recognized as one of the premier corporate sponsors, along with
Nashville Electric Service. Pennyrile Electric Membership Cooperative joined
TVA and more than 25 other sponsors in supporting the Hopkinsville
celebration. TVA; Memphis Light, Gas & Water Division; and the Memphis
Chamber of Commerce sponsored the events in Memphis.

e TVA distributed the quarterly edition of the Valley Connection newsletter to more
than 2,500 economic developers and site selection consultants. The electronic
newsletter included an audio clip of Director Baxter discussing TVA’s generation
and transmission operations, featured an industrial site in Kentucky, mentioned
recent industrial announcements in Middle Tennessee, and included a profile of
the Valley’s food industry.

FINANCE

e Interest expense for the first quarter of fiscal year 2004 was $334 million, which is
$12 million lower than the same period last year. This reduction is primarily
related to a lower overall level of outstanding bonds and notes during the first
three months of fiscal year 2004.

e TVA continued the weekly internet-based electronic auction system it initiated last
quarter for short-term borrowing needs. Since the inception of the new system,
TVA estimates interest savings to be more than $180,000, compared to issuing
through traditional window postings.

e The TVA Retirement System Board approved a 2.36 percent cost-of-living
allowance (COLA) in the monthly pension and the supplemental benefits payable
to retirees and beneficiaries. The COLA is based on the percentage change in the
Consumer Price Index and was effective with benefits payable in January 2004.
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strategic facilities plan
in June 2001, TVA has
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portfolio by more than
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e TVA’s Owner Controlled Insurance Program consolidates individual contractors’
insurance coverage into one policy provided by TVA. For the first quarter of 2004,
TVA estimates a savings of $4.4 million. From its inception in April 1992, this
program has resulted in estimated savings of almost $100 million.

e TVA offered a second round of the Discounted Energy Units program to TVA
distributors. The program allows a distributor to prepay for a portion of its
requirements for 5, 10, 15, or 20 years in exchange for a discount when the energy
is supplied. Prepayments for 5- and 10-year terms totaling $7.25 million were
received from seven distributors.

CORPORATE

e TVA hosted seven delegations of international visitors interested in TVA’s integrated
river management, flood control, economic development, and power system. The
delegations included almost 100 public officials, primarily from China.

e The Johnson City Customer Service Center, a 15,000-square-foot facility on about
11 acres, was sold at public auction for $3.11 million.

e Since adopting its strategic facilities plan in June 2001, TVA has reduced its office
space portfolio by more than 445,000 square feet. TVA is actively marketing 212,000
square feet of office space in Knoxville and is vacating 34,000 square feet of leased
space in Chattanooga.

e To enhance communications with stakeholders, the TVA Board continued its
practice of sending targeted Valley residents a letter and fact sheet on TVA's
business performance for the quarter.

e TVA made further progress in its planning for Continuity of Operations, including
on-line training for all employees. In accordance with Presidential Decision
Directive 67, this capability ensures that essential agency functions continue if
normal operations are disrupted.

e TVA issued a guide on best practices to help employees and contractors protect
TVA’s computer assets, and it implemented a Security Awareness training
requirement for contractors. To increase awareness of security issues, TVA
designated November as Computer Security Awareness Month and conducted a
number of activities to educate employees and contractors.

e TVA began using employee identification numbers instead of the Social Security
Numbers for some identification purposes. This will help ensure employee privacy
and help prevent identity theft.



STATE NEWS
ALABAMA

e Alloys International announced it will locate a facility in Albertville. The company
plans to employ 25 people initially and expand to 75 workers in the near future.
Electrical requirements for the $2-million project will initially be 2 megawatts
with demand expected to increase to 5 megawatts. The company will cast high
quality aluminum plumbing fixtures.

e Boeing and Northrop Grumman announced plans to build the Joint Common
Missile in Huntsville. The $25 million in capital investment and the 250 jobs for
the project at Redstone Arsenal depend on the Pentagon’s selection of a defense
contractor. The Joint Common Missile is designed to destroy targets ranging from
buildings and bunkers to tactical vehicles and advanced armor. TVA provided

and TVA finalized a technical assistance to help secure the project.

Topre America Corporation

financial commitment from . . . . . . . ,
e Topre America Corporation and TVA finalized a financial commitment from TVA’s

TVA's Valley Advantage Valley Advantage program. The $132-million Topre America plant in Cullman will
produce special dies, tools, jigs, fixtures, stamped machine parts, and pressed
metal products. Financed by Topre Japan, a $60 billion Tokyo-based company,
the American corporation’s 900,000-square-foot facility is expected to begin mass
production in August 2004. On the first anniversary of Topre’s groundbreaking,
the plant received a metal-stamping press that will enable it to manufacture
automotive parts for Honda, Nissan, and Toyota.

program.

e TVA coordinated community visits for its Japanese partner in Tokyo, JAIDAC
Corporation. The company is on contract through a partnership between TVA
and Limestone, Morgan, and Lawrence counties to help generate industrial leads.
The company has a network of more than 1,000 small- to medium-sized Japanese
companies.

e TVA is providing technical assistance and coordination for a U.S. Department
of Agriculture-funded project to assess the feasibility of using poultry litter to
provide energy for a corn/ethanol plant in north Alabama. The driver for this
project is the need to find an economical alternative to land application of
poultry litter to prevent water quality problems. Retention and growth of the
north Alabama poultry industry may depend on finding such an alternative.

e TVA staff participated in the Shoals Economic Development Authority’s First
Annual Manufacturers Services Fair. The fair acquainted manufacturers in
Lauderdale and Colbert counties with industrial programs and services.

e Muscle Shoals officials agreed to purchase 200 acres in what could potentially
be a 550-acre development near the Northwest Alabama Regional Airport. TVA
provided lists of target industries for the industrial park and prepared design
layouts to help the local officials in structuring the park property.




e TVA completed a plan for renovating to the entrance of Lawrenceburg Rotary
Park for Lawrence County.

e The North Alabama Industrial Development Association hosted more than 30
site selection consultants from the Atlanta area to discuss potential projects for
the north Alabama area.

e TVA has received the final loan payment from the Town of Baileyton in Cullman
County. TVA provided the loan to help the town build a speculative industrial
building, thus improving its recruitment efforts.

GEORGIA

e Governor Perdue participated in the groundbreaking ceremony for the Clay-
Towns Regional Industrial /Technology Park, thanking TVA and Blue Ridge
Mountain Electric Membership Corporation for their technical assistance and
capital investment in the park. The property includes 80 acres on the state line
between Towns County, Georgia, and Clay County, North Carolina.

TVA awarded a record
$2.4 billion in new coal e More than 34 people representing TVA, power distributors, and economic
developers from the Southeast Valley region participated in a meeting on
e e economic development programs available to communities and businesses. In
to generate about 500 jobs addition, visits were made to several north Georgia sites to identify community
needs and marketing opportunities.

in western Kentucky’s
Pennyrile area and help e TVA participated on the Walker County Quality Growth Resource Team,
organized by the Georgia Department of Community Affairs to develop
proposals for implementing smart-growth approaches for the county. The
many years. recommendations will help Walker County address water quality and land use
issues through planned growth.

stabilize power costs for

e At the request of Blue Ridge Electric Cooperative, TVA Community Development
staff conducted training sessions for the first Towns County Leadership Class.
Eighteen leaders graduated from the program.

KENTUCKY

e TVA awarded a record $2.4 billion in new coal contracts that are expected to
generate about 500 jobs in western Kentucky’s Pennyrile area and help stabilize
power costs for many years. The contracts will primarily supply TVA’s Paradise
Fossil Plant in Muhlenberg County. The length of the contracts — the longest
negotiated by TVA in more than a decade — provides an incentive for coal
producers to open new mines or reactivate old ones.




Magna International
announced that it will build
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in the Kentucky Trimodal
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Magna International announced that it will build a $132.5 million facility in the
Kentucky Trimodal Transpark in northern Warren County. The company will
manufacture frames for the Ford Explorer. Average wages for the plant will
range between $12-18 per hour. The company plans to initially employ 300
workers and expand employment to 800 jobs within two to five years.

FMI Hearth Industries announced a $2.5 million project with a minimum of 100
jobs to be located in Russellville. FMI Hearth is a manufacturer of home heating
products; it is a division of DESA International LLC headquartered in Bowling
Green. The company will be served by Franklin Electric Cooperative.

Yahagi Sangyo Company announced it will establish a rubber and plastic
injection-molding parts manufacturing facility in Edmonson County. The

$2 million project will employ 10-15 people. The Japanese-owned firm expects
to begin operation by June 2004, and the Kentucky location is the company’s
only operation in the United States.

TVA met with representatives of the Bowling Green mayor’s office to discuss
the redevelopment potential of the former Holley Carburetor brownfield site.
TVA, the Bowling Green Housing Development Department, and the mayor’s
office will plan the site as a mixed-use residential and commercial community,
and TVA will provide conceptual development plans needed to secure funding.

In a lighting ceremony, Paducah "flipped the switch" on street lights installed to
illuminate Lowertown. TVA helped the city commission gain funding from state
and federal partners, and 140 lights were installed in the neighborhood. The
area is gaining recognition for its Artist Relocation Program in which more than
three dozen artists from around the country have moved to Paducah.

The initial master plan for the Purchase Regional Park in Graves County was
presented to state legislators, local officials and economic developers.
Automotive, aerospace, and heavy equipment manufacturers are targeted as
potential industries for the park’s first phase.

TVA met with the Western Kentucky Industrial Training Consortium in
Princeton/Caldwell County to discuss training needs. The Consortium has four
charter member companies with more than 700 manufacturing employees in
Caldwell County. The long-term plan is for the group to become a regional
training consortium serving several counties.

TVA staff facilitated a workshop for the Kentucky Industrial Development
Council Board of Directors to prepare a strategic plan with objectives for the
next one to three years.

TVA prepared a target-industry analysis for Morgantown-Butler County. The
county plans to direct-mail potential prospects that may have an interest in
locating to Butler County.
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dedicated a new
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in the Tupelo Lee

Industrial Park.

TVA participated in a community assessment for Owen County. The assessment
is the result of a collaborative effort between Kentucky Industrial Development
Council, the Kentucky Cabinet for Economic Development, and TVA. Caldwell
and Butler counties are also participating in the process.

The Franklin-Simpson County Industrial Board held its Annual Industry
Appreciation Event at the Franklin Agricultural Community Center. TVA staff
participated to discuss economic development opportunities and recognize
partners that include the Franklin Electric Plant Board and Warren Rural Electric
Cooperative Corporation.

TVA is participating in the Kentucky Community Development Partners Program
initiated by the Kentucky cabinet. Members of the Partners Program represent
several organizations and have been trained by TVA staff to facilitate strategic
planning workshops.

TVA helped sponsor West Kentucky Corporation’s Site Selection Get-Together
in Atlanta. More than 25 economic development professionals from western
Kentucky and site selection consultants participated in the meeting, which
showcased the region.

TVA helped the U.S. Forest Service locate, inventory, and evaluate potential
hazardous-waste sites on lands previously mined for coal in the 750,000 acre
Daniel Boone National Forest.

MISSISSIPPI

e ThyssenKrupp Fabco dedicated a new manufacturing facility in the Tupelo Lee

Industrial Park. The company broke ground on the facility in July 2002 and
employs a staff of 60. The company announced plans to double the size of the
50,000-square foot facility and add 75 workers by summer 2004.

e TVA leveraged funds provided by the Mississippi Development Authority to

support three local development agencies in Mississippi: The Link in Columbus,
the Community Development Foundation in Tupelo, and the Alliance in
Corinth.

e TVA and the Mississippi Alternative Energy Enterprise co-sponsored the launch

of four projects designed to assess the performance of various renewable
energy technologies in Mississippi and the TVA power service area.
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American Plastics

announced an expansion of

its Chattanooga operations.

TENNESSEE

e American Plastics announced an expansion of its Chattanooga operations. The

company manufactures plastic products for the food industry. This expansion is
expected to employ 130 people. Electric Power Board of Chattanooga projects
the expansion will add about 3.5 MW to its electrical load.

Pratt Industries (formerly Tennessee Corrugated Box) in Humboldt completed a
127,000-square-foot expansion that will add 60 jobs at its facility. The company
also increased its electrical consumption from 400 kW to 1,500 kW and will be

receiving Enhanced Growth Credits for the added load.

RGE USA, Inc., announced plans to expand its operation in the Newport/Cocke
County Industrial Park. The plastics manufacturer recently added 23 employees
and plans to add approximately 25 more. The company became interested in
locating to Newport after visiting a TVA-financed speculative industrial building
in the park.

Toyota hosted groundbreaking ceremonies in Jackson for the Bodine Aluminum
engine-block facility. The $124-million project will employ 200 workers
beginning in 2005.

Camel Manufacturing received a five-year, $218-million federal contract to
supply tents to the U.S. Armed Forces. The contract will result in the expansion
of the company’s operations in Campbell and Fentress Counties, adding about
175 jobs and increasing capital investment by approximately $2.8 million. TVA
loans will help the company purchase equipment for the expansion.

TVA approved a loan to support the expansion of AeroPro, Inc., in Cocke
County. The company, which manufactures a variety of rubber products, will
become Bridgestone-Firestone’s sole recycling outlet for distressed rubber
compound generated at Bridgestone facilities. The project will create 55 jobs
and $1.4 million in new capital investment.

TVA approved a loan to assist in the location of Accel Corporation to Knox
County. The company manufactures colorants and additives for the plastics
industry. The project will result in 44 jobs and approximately $1 million in
new capital investment.

Republic Plastics, a manufacturer of disposable tableware, announced it will
expand its Knoxville facility, adding 45 additional jobs and a capital investment
of $5 million. The company participates in TVA’s Enhanced Growth Credit
Program.

Plastic Container Corporation, a manufacturer of plastic bottles, announced it
will locate a plant in Brownsville. The project will employ 150 people over the
next several years, have an initial capital investment of $6 million, and require
1,100 kW of electricity.
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TVA approved an economic

development loan to assist

the expansion of Protomet

Corporation in Oak Ridge.

e Three Memphis companies representing new and expanding industries have

been approved by Memphis Light, Gas, and Water to receive TVA Enhanced
Growth Credits. Ferco Color, Wright Medical, and Hewlett-Packard are expected
to bring more than 660 jobs and $50 million in capital investment to Memphis.

NucSafe, Inc., an Oak Ridge based manufacturer of radiation detection devices,
will provide additional devices to the Defense Threat Reduction Agency as the
result of a $22.5-million defense bill appropriation announced by Senator Frist.
The appropriation will lead to the creation of approximately 60 jobs and triple
the company’s revenues. In 2002, TVA helped the company develop a fiber-
draw facility in Oak Ridge. The facility allowed the company to produce fiber
for the detection devices locally, reduce its manufacturing cost, and improve
delivery schedules.

TVA approved an economic development loan to assist the expansion of
Protomet Corporation in Oak Ridge. The company provides precision
machining services to the automotive, aerospace, military, and energy
industries. The project will result in the addition of 50 jobs and $1.1 million
in new capital investment.

The Scott County Industrial Board paid off its economic development loan,
which was used to finish-out a 30,000-square-foot speculative industrial
building in Helenwood Industrial Park. The building is now occupied by
Trakker Trailers, a manufacturer of utility and cargo trailers. The company
has 61 workers and plans to increase employment to 100.

A $50,000 grant from the U.S. Department of Agriculture, Rural Development,
was awarded to “Communities Tomorrow,” a four-county initiative in south
central Tennessee. Hickman, Lewis, Perry, and Wayne counties recently
developed a strategic plan, and the funding will be used for implementation.
The multi-county planning process was facilitated by TVA and involved local
leaders, as well as state, regional, and federal agencies.

In conjunction with Valley Coalition partner First Tennessee Bank, TVA
approved a loan for Neely’s Restaurant in Memphis. The loan will enable
Neely’s to expand into the new Fed Ex Forum, home of the Memphis Grizzlies
NBA team. Neely’s will be the only barbecue vendor in the 18,400-seat arena
set to open in fall 2004. Neely’s will add 75 employees.

TVA and the Tennessee Department of Economic & Community Development
will pilot three projects to support the state's new existing industry initiative. A
15-county region around Knoxville will be the first pilot area. Pilot communities
in middle and west Tennessee will also be identified.

TVA received the final payoff of a loan made in conjunction with First
Tennessee Bank on behalf of Baskin-Robbins in Memphis. The loan helped the
company create four jobs and leverage $120,000 in additional investments. This
was the first pay-off received from an investment made with a Valley Coalition
partner.
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Otics USA and Ohashi USA,

Japanese suppliers for

Toyota, announced projects

in Morristown that have a

total capital investment of

$22 million.

e Metron North America, a distributor and installer of satellite-dish receivers,

announced it will establish a distribution center in Clinton, creating about 80 jobs
and a capital investment of about $3 million. The company also is planning to
expand its corporate headquarters and fulfillment center in Knoxville.

Senator Alexander and Congressman Duncan announced a $900,000 federal
grant for Five Points, an inner city neighborhood of Knoxville. The funding will
be used for a grocery store/commercial center. To date, the project has received
$5 million in funding commitments. TVA was recognized for facilitating
stakeholder input and incorporating it into the planning process.

Tennessee State University and the Nashville Business Incubation Center hosted
a small business forum titled “Entrepreneurship and the Small Business Climate
in Nashville.” Bill Hapner, CEO of Beacon Technologies, was a featured
speaker, and his company was recently ranked 173rd in Inc. Magazine’s top-500
fastest growing companies in the nation. The company began in the Nashville
Business Incubator with three employees. Over the past five years, it has
increased employment to more than 70 people with $6.7 million in sales.

Otics USA and Ohashi USA, Japanese suppliers for Toyota, announced projects
in Morristown that have a total capital investment of $22 million. Expansions
are planned within three years and will result in a total capital investment of
$30 million to $40 million. The companies will employ 60 people and plan to
increase employment to 150 workers within three years.

A loan was finalized for Design Team Sign in Savannah. The $1-million project
will create 50 jobs and add 50 kW of electrical demand.

TVA approved a loan to Filament Fiber Technology, Inc. The $3.78-million
project in Johnson City will create 67 jobs and add 0.75 megawatts of electrical
demand.

Omega Cabinetry, a manufacturer of bathroom and kitchen cabinets,
announced it will take over and expand a facility operated by HomeCrest
Cabinetry. The $15 million project will result in the retention of 200 workers
and the addition of approximately 400 new jobs at the Clinton facility.

TVA approved three Valley Coalition loans for Shelby County. The loans,
provided by the Minority Business Development Loan Fund and First Tennessee
Bank, leveraged $710,000 in capital investment and created 93 new jobs for
minority and women-owned businesses in Shelby County.

The Delta Regional Authority awarded a grant of $325,000 to the Northwest
Regional Port Authority. The funds will be used for pre-construction
engineering and design. TVA and other local, state, and federal partners have
provided funding for the project; TVA also prepared preliminary architectural
designs.
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e Open house ceremonies were held at two Zero Energy Building Habitat for
Humanity houses in Loudon County. TVA and ORNL are working with the
Loudon County Habitat for Humanity organization in building and testing five
ZEB houses. These houses are expected to be 60-percent more energy efficient
than conventional houses.

e The Clinch-Powell Community Kitchens culinary business incubator (part of
Jubilee Project, Inc.) was nominated by Fast Company magazine as one of the
Top 20 Social-Entrepreneurial organizations in the nation. The Clinch-Powell
Kitchen assists farmers and food-product entrepreneurs in northeast Tennessee
and southwest Virginia. In the past three years, the project has created 100 jobs
directly and indirectly and generated $1 million. The Community Kitchen will
use a TVA loan to expand its operation.

e TVA staff presented an overview of TVA’s economic development programs at an
event hosted by Congressman Davis to give public officials in his district information
on funding sources and technical assistance available from federal agencies.

TVA presented a concept e TVA presented a concept plan for the Clarkrange Industrial Park to the Fentress
County Industrial Development Board. The first phase of the park will feature
12 lots covering approximately 240 acres and will accommodate a broad range
Industrial Park to the of industrial operation sizes.

plan for the Clarksrange

Fentress County Industrial
e A regional celebration of the 20th anniversary of the Tennessee Technology

Corridor was held at the Pellissippi State Technical Community College. Senator
Alexander presented his perspective on the 20 years of success of the corridor.
The event was attended by national, state, and regional leaders, including
Congressmen Duncan and Wamp.

Development Board.

e As part of the Tennessee Growth Readiness program, TVA conducted a
workshop for planning and public works officials from Williamson County,
Franklin, Brentwood, Nolensville, and Nashville to identify opportunities for
standardizing their development codes and ordinances to promote
economically viable, environmentally sensitive development.

e TVA partnered with Upper Cumberland Electric Membership Corporation to
host an appreciation event for existing industry. More than 45 people attended,
and information was presented on financial and technical-assistance programs
available from TVA.

e The Winfield Industrial Development Board has made its final payment on a
1993 loan from TVA’s Special Opportunities County program. The loan was
made to help the community develop an industrial site in Scott County; the site
is now the location of the American Bag company.

e TVA will assist in training volunteers to conduct industry visits and provide
Warren County access to the Synchronist system for business retention efforts.
A team of volunteers from TVA, Tennessee Department of Economic and
Community Development, and local utilities will spearhead this effort.
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TVA participated in the

Annual Rafting Fall

Coordination meeting.

TVA co-sponsored the Thirteenth Annual Existing Industries event for Mount
Pleasant. More than 60 representatives from industries, including Timco and
Saturn, attended.

TVA is participating with other economic development leaders and community

volunteers on the Chattanooga Chamber’s Business Retention and Expansion Team.

TVA and the Electric Power Board of Chattanooga were recognized as
Champions of Business Diversity during the 2003 Community Choice Awards
Banquet. The event was hosted by the Chattanooga African American Chamber
of Commerce, one of four Valley African American chamber organizations
supported by TVA.

TVA presented information on its programs and services at the Franchise

Opportunities Conference in Chattanooga. Sponsored by the Chattanooga
African American Chamber of Commerce, the event focused on franchise
opportunities and small business development.

TVA conducted a workshop for top managers and supervisors of the Athens
Utilities Board to support the distributor’s interest in changing its corporate
culture and improving it performance-management system.

TVA participated in Nashville Electric Service’s 11th Annual Supplier Diversity
Vendor Awareness Event.

TVA was recognized for its outstanding minority economic development
support at the 29th Annual Legislative Retreat and Training Conference at Paris
Landing State Park. During the economic and community development
workshop, TVA staff presented the State of the Black Economy in Tennessee
report.

TVA helped sponsor the 7th Annual Tennessee Venture Forum in Chattanooga.
Fifteen companies made presentations to bankers and venture capitalists for
support of future growth and development.

TVA co-chaired the 11th Annual Minority Business Development Conference in
Knoxville, along with Oak Ridge National Laboratory. The event was hosted by
Tennessee Minority Supplier Development Council.

TVA continues to support the Ocoee Economic Development Partnership or
“Ocoee Kitchen Cabinet.” Topics of discussion include transportation,
environment, marketing, tourism, water, and recreation. More than 25
community leaders and economic developers participate.

TVA participated in the Annual Rafting Fall Coordination meeting with
representatives of the U. S. Forest Service, Tennessee Department of Environment
and Conservation, and Ocoee rafting outfitters in Delano, Tennessee. The group
discussed the safety and security report for the 2003 season, water release needs
for the 2004 season, and updates to access fees and the management plan.
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TVA provided financial

assistance to the Coalfield

Regional Tourism

Development Authority in

southwest Virginia.

The Knox County Site Planning Roundtable committee reached consensus on
recommended changes to allow the county to grow with less impact on water
resources. The Roundtable is a pilot for the Tennessee Growth Readiness
program. Pilot activities and statewide workshops are funded by a grant to TVA
from the Tennessee Department of Agriculture.

Representatives of TVA, in partnership with the Southeast Watershed Forum,
presented Tennessee Growth Readiness Roundtable training in Memphis. The
training focused on evaluating and improving development codes and
ordinances to reduce impacts on water quality.

TVA conducted a Multiple Jurisdiction Workshop for Sevier County as part of
the Tennessee Growth Readiness program. As a result of the workshop,
participants identified changes they can make to local regulations to reduce the
impact of new development on water resources.

The 15th annual Tennessee River Rescue held trash cleanups at 16 sites along
the Chickamauga and Nickajack Reservoirs and streams throughout the
watershed. The effort included many Chattanooga area organizations and
businesses and approximately 1,200 volunteers.

TVA is gathering public input on a recent request by the Eastern Band of the
Cherokee Indians involving an easement on 40 acres of TVA land on Tellico
Reservoir for construction of the Sequoyah Lodge and Resort.

The Hall Bend Trail on Tellico Reservoir was dedicated. When complete, the five-
mile trail will offer spectacular views of Tellico Reservoir. The trail is the result of
an ongoing partnership between TVA and Lenoir City Boy Scout Troop 354.

VIRGINIA

e TVA provided financial assistance to the Coalfield Regional Tourism

Development Authority in southwest Virginia. The agency was created in 1993
to develop and promote tourism in the coalfield counties of Buchanan,
Dickenson, Lee, Russell, Scott, Tazewell, and Wise and the city of Norton.

e TVA partnered with the Virginia Department of Mines, Minerals, and Energy;

Black Diamond Resource Conservation and Development; and Sigmon Coal
Company to reclaim two acres of abandoned mine land in the North Fork
Powell Watershed, a tributary to Norris Reservoir. This watershed has been
heavily impacted by sedimentation and acid mine drainage; the project is
expected to stop approximately 240 tons of sediment per year from reaching
the Powell River.
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