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TVA RENEWABLE PORTFOLIO STANDARD POLICY

TVA Board of Directors approved policy in February 2008:

1. TVA accepts responsibility for distributors obligations to meet any federal RPS-
type requirement

2. Provide compliance through generation or other options including energy
efficiency

3. Treat costs as incurred on behalf of all distributors and directly served
consumers of TVA power



RETAIL ELECTRIC SUPPLIER OBLIGATIONS
UNDER PROPOSED FEDERAL MANDATES

Current legislative proposals place mandate on retail suppliers of electric power
(not wholesale sales)

For the TVA system, the above means TVA itself (with regard to its annual retail
sales to its directly-served customers) and any retail electric suppliers covered by
the legislation

Mandate must be met from a combination of :
e qualifying renewable energy
» qualifying energy efficiency savings; and/or
 financial “alternative compliance payments”



CURRENT STATUS

No federal mandate enacted, yet

Until final legislation is enacted it is difficult to provide a specific framework for
future compliance reporting structure requirements

TVA continues to monitor legislative proposals and are planning to meet potential,
future requirements through a combination of options including qualifying credits
from energy efficiency programs

If/when enacted, TVA may have an option to meet up to about 26 percent of the
annual compliance amount through energy efficiency credits



WHO GETS THE CREDITS?
(BINGAMAN-MURKOWSKI)

* Issue energy efficiency credits to:

— (i) an electric utility for qualified electricity savings that that were achieved by
it on its system on or after enactment, or

— (ii) any other entity, for savings that were achieved on or after enactment if
the measures used to achieve the savings were installed or placed in
operation by the entity seeking the credit and an electric utility eligible to
receive efficiency did not pay a substantial portion of the cost of achieving the
qualified electricity savings (unless the utility has waived any entitlement);

* Set forth procedures and standards for third-party verification of reported
electricity savings; and

* Establish a national energy efficiency credit market for purposes of creating a
transparent national market for the sale or trade of energy efficiency credits



TVA “"WHI TE TAGS"™ CONTRA

Given the uncertainties associated with whether there will be a Federal mandate applicable
to TVA and distributors of TVA power and what its elements will be, TVA has designed a
contractual provision for inclusion in contracts under which TVA will be providing financial
assistance for energy efficiency measures which provides that:

IF a Federal mandate is established which is applicable to TVA and/or distributors of TVA
power under which achieving energy efficiency savings is a method of compliance; and

IF a retail power customer is installing or implementing energy efficiency measures being
funded in part by TVA under a contract; and

IF the energy efficiency measures being installed or implemented by the retail customer
qualify as energy efficiency savings under the Federal mandate; and

IF the energy efficiency credits or other form of attributes provided under the Federal
mandate are given to the retail customer (as opposed to TVA receiving them directly); and

IF the retail customer is able to transfer the energy efficiency credits or attributes to TVA;

THEN

The retail customer would be obligated to transfer to TVA that pro rata portion of the energy
efficiency credits or attributes awarded which equals the percentage of total funding of the
qualified energy efficiency measure that was provided by TVA.



KEY TAKEAWAYS

 TVA will carry out its responsibility to provide a method for distributors of TVA
power to meet any federal RPS-type requirement through a combination of
qualifying options

* We are interested in further understanding how the market might play a role in
meeting potential requirements

 TVAis committed to expanding its energy efficiency offerings and believes it is
beneficial for any legislation to allow energy efficiency to meet some portion of a
federal mandate






