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— Hard spots
— Highlights
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— Challenges and opportunities



T First Quarter FY 2007 Hard Spots

Financial

— Expected lower than planned Operating Revenues of $95 million

— Net income expected to be $46 million below budget

— Heating degree days 7% below normal for first quarter

— Fuel expenses were higher than expected for the period
Operations

— Hydro generation lower than planned due to weather

— Forced outages are still higher than planned

— A fire at Shawnee Fossil Unit 9 destroyed a transformer and bus

Customers
— Three of the noticed distributors did not accept TVA’s offer to
come back
People

— There have been two serious accidents this
quarter



T First Quarter FY 2007 Highlights

Financial
—~Expected favorable expense variance of $20 million
—-Estimated lower capital project spending of $41 million
—Favorable fuel inventory variance
Operations
—-Browns Ferry Unit 1 is 98.3% complete — fuel load completed on December 22
—~Gleason CT’s became operational January 22
-~Shawnee Fossil Unit 6 continues to run adding to its national record

-Bull Run fossil plant was named the most efficient coal-fired plant in the
country in the Nov/Dec 2006 issue of Electric Light & Power

—~Raccoon Mountain Unit 3 completed a 16 week outage to
replace a pump-turbine runner three days early.

Customers
—Meeting held with all TVA distributors to discuss pricing
and contract opportunities

People

—Browns Ferry Operations Training program accreditation
renewed

—Colbert Fossil plant reached 7 million workhours without
a lost time incident



T FYTD 2007 Weather Impacts

100%

95% -

Percent 90%

of
Normal

80%

75% -

70%

97%
95% g4, 95%
93% =
91% —
86% 859 I
e? & o’ﬁ 58 O 9
P & Q9 Q_ K Cf@@ &
Sl &
Q' Qo‘g Oé) va o (é(@@@ 00,5 C}@é
ef @ S

85% -

Estimates as of January 19, 2007




Ml Delivered Cost of Power - FY 2007 Forecast
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m Temperature Forecast Departures from Normal

Forecast Previous

Month Departure Forecast Last Year
January 0.5 -1.0 8.4
February -2.0 -2.0 -1.6
March -1.0 -1.0 1.3
April 25 2.5 6.1
May 1.0 1.0 0.3
June 2.0 NA 1.3

Winter Outlook

» Colder than normal last half of winter
« Potential for new winter peak

* Moderate El Nifio weakening




Il Challenges and Opportunities

Financial
— Manage the predicted revenue shortfall
— Increase the strength of the balance sheet

Operational
— Coordination of planned spring outages
— Complete the Browns Ferry Unit 1 restart

Customer
— Continue collaboration to improve long-term contract options for
TVA and its customers
People
— Continue to emphasize safety in all activities
— Manage the retirement/attrition
— Improved productivity
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