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STRATEGIC REVIEW B

Benchmarking—Cost Structure®

TVA continues to lag behind its peers in production non-fuel O&M and non-production non-fuel SG&A expenses, two of the largest areas of

“controllable” costs that impact rates; this is partially offset by top quartile performance in fuel expenses

¢ However, TVA has meaningfully reduced average production non-fuel O&M and non-production non-fuel SG&A expenses since 2014,
which are at levels lower than what was forecasted in 2014, with TVA’s cost reductions exceeding many peers on a relative basis
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BENCHMARKING ANALYSIS—RATES

3rd Quartile
(12th of 18 Peers)

TVA: $10.41/MWh
Median: $9.38/MWh
Range: $4.59 — $14.91/MWh

Top Quartile Median

Bottom Quartile
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$5.14 3rd Quartile

(10th of 18 peers)

TVA: $5.98/MWh
Median: $5.81/MWh
Range: $3.44 - $10.71/MWh
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1st Quartile
(1st of 18 Peers)
TVA: $15.00/MWh
Median: $23.04/MWh
Range: $15.00 — $33.75/MWh
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Source. TVA Banchmarking Notebook

Rapresenls average figures over 2017 — 2019 period Figures ranked on $/MWh generated basis with the exception of non-production non-fuel SG&A, which Is ranked on a $/MWh sold basis. 38
Non-p fuel SGEA ly reflects costs incurred Lo provide power lo TVA's s but alsa incl some exp related to TVA's non-power mission.

TVA's average non-production non-fuel SG&A e)cpense is adjusted lo exclude an average of ~$850 milfion of one-lime items inciuding penslon funding, the exingui: of legacy regut
assels and asset porifollo manetzatlon expenses incurred over 2017 — 2019.

Peers reflect the top and botiom performers in produclion non-fuel O&M expense reduction from 2014 — 2019 across TVA's regional electric company peer set.
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