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STABILIZATION

CERTAIN OF THE UNDERWRITERS OF THE SECURED NOTES MAY ENGAGE IN 
TRANSACTIONS THAT STABILIZE, MAINTAIN OR OTHERWISE AFFECT THE PRICE OF THE 
SECURED NOTES. SPECIFICALLY, THE UNDERWRITERS MAY OVERALLOT IN CONNECTION 
WITH THE OFFERING AND MAY BID FOR, AND PURCHASE, SECURED NOTES IN THE OPEN 
MARKET. SUCH TRANSACTIONS MAY BE EFFECTED IN AN OVER-THE-COUNTER MARKET OR 
OTHERWISE AND MAY INCLUDE SHORT SALES AND PURCHASES TO COVER POSITIONS 
CREATED BY SHORT SALES. FOR A DESCRIPTION OF THESE ACTIVITIES, SEE 
“UNDERWRITING.”

ABOUT THIS OFFERING CIRCULAR

This offering circular provides you with a description of the secured notes and the offering of these secured 
notes.  This offering circular should be read in connection with TVA’s SEC Filings (as defined below), each of 
which is incorporated in this offering circular by reference.  This offering circular and the SEC Filings are 
collectively referred to in this offering circular as the “offering documents.”  In this offering circular, the words 
“TVA,” “we,” “our,” “ours” and “us” refer to the Tennessee Valley Authority.  See “Where You Can Find More 
Information about TVA” for more information about the SEC Filings.

No dealer, salesperson, or any other person has been authorized by the lessor or TVA to give any 
information or to make any representations on behalf of the lessor or TVA other than those contained in the offering 
documents or any supplement to any of the offering documents prepared by the lessor or TVA for use in connection 
with the offer made by this offering circular.  If given or made, such information or representations must not be 
relied upon as having been authorized by the lessor or TVA.  Neither the delivery of any offering documents nor any 
sale of secured notes described in this offering circular shall under any circumstances create an implication that the 
information provided in this offering circular is correct at any time subsequent to its date, and the lessor and TVA 
assume no duty to update any offering document except as they deem appropriate.  This offering circular does not 
constitute an offer to sell or a solicitation of an offer to buy the secured notes described in this offering circular in 
any jurisdiction to any person to whom it is unlawful to make such offer or solicitation in such jurisdiction.

This offering circular has been prepared by the Tennessee Valley Authority solely for use in connection 
with the offering of the secured notes described in this offering circular.  The lessor and TVA have taken reasonable 
care to ensure that the information contained in this offering circular is true and accurate in all material respects and 
that there are no material facts the omission of which would make misleading any statements in this offering circular 
in light of the circumstances under which such statements are made.  The lessor and TVA accept responsibility 
accordingly. 

In the offering documents, references to “U.S. dollars,” “U.S.$,” “dollars,” and “$” are to United States 
dollars.

WHERE YOU CAN FIND MORE INFORMATION ABOUT TVA

TVA files annual, quarterly, and current reports with the SEC.  You may read and copy any of these reports 
at the SEC’s public reference room at 100 F Street, NE, Washington, D.C. 20549.  Please call the SEC at 1-800-
SEC-0330 for further information about the public reference room.  In addition, TVA’s SEC filings are available to 
the public over the Internet at the SEC’s website at www.sec.gov and at TVA’s website at www.tva.gov. 
Information contained on TVA’s website shall not be deemed to be incorporated into, or to be a part of, this offering 
circular or the other offering documents except to the extent otherwise expressly incorporated into this offering 
circular or those other offering documents.  

TVA incorporates by reference into this offering circular some of TVA’s SEC Filings.  This means that 
TVA discloses important information to you by referring you to another document.  The information that TVA 
incorporates by reference is considered to be part of this offering circular, and information that TVA subsequently 
files with the SEC will automatically update and, where different, supersede the information in this offering circular 
and in TVA’s prior SEC Filings.  Nothing in this offering circular shall be deemed to incorporate information 
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furnished to, but not filed with, the SEC, including information furnished under Items 2.02 or Item 7.01 of Form 8-K 
and corresponding information furnished under Item 9.01 of Form 8-K or included as an exhibit to such Form 8-K.

TVA is incorporating by reference into this offering circular the following documents that TVA has filed 
with the SEC as well as any future filings that TVA makes with the SEC under Section 37 of the Securities 
Exchange Act and any amendments thereto (collectively, the “SEC Filings”): 

• TVA’s annual report on Form 10-K for the year ended September 30, 2011 (the “Annual Report”); and

• TVA’s current reports on Form 8-K filed on December 22, 2011 and January 4, 2012. 

You may request a copy of these filings at no cost by writing or calling TVA at the following address:

Tennessee Valley Authority
400 West Summit Hill Drive
Knoxville, TN 37902-1401

Attention: Treasury & Investor Relations
E-mail: investor@tva.com

Telephone: 1-888-882-4975 

OFFERING AND SELLING RESTRICTIONS

No action has been (or will be) taken in any jurisdiction by the lessor, TVA or the underwriters or any of 
their affiliates that would permit a public offering of the secured notes, or possession or distribution of the offering 
circular or any other offering material, in any country or jurisdiction where action for that purpose is required (other 
than states of the United States in connection with securities or Blue Sky laws of such states).  The distribution of 
this offering circular and the offering of the secured notes may, in some jurisdictions, be restricted by law.  Persons 
into whose possession this offering circular comes are required by the lessor, TVA and the underwriters to inform 
themselves of and observe all such restrictions. For further information regarding restrictions on offering and selling 
secured notes, see “Underwriting.”

The secured notes described in this offering circular have not been registered with, recommended by or 
approved by the SEC or any other domestic or foreign regulatory securities commission or authority.  In addition, 
neither the SEC nor any other regulatory commission or authority has passed upon the accuracy or adequacy of this 
offering circular.  Any representation to the contrary is a criminal offense.

FORWARD-LOOKING STATEMENTS

The offering documents contain forward-looking statements relating to future events and future 
performance.  All statements other than those that are purely historical may be forward-looking statements.

In some cases, forward-looking statements can be identified by the use of words such as “may,” “will,” 
“should,” “expect,” “anticipate,” “believe,” “intend,” “project,” “plan,” “predict,” “assume,” “forecast,” “estimate,” 
“objective,” “possible,” “probably,” “likely,” “potential,” or other similar expressions.

Although TVA believes that the assumptions underlying the forward-looking statements are reasonable, 
TVA does not guarantee the accuracy of these statements.  Numerous factors could cause actual results to differ 
materially from those in the forward-looking statements.  These factors include, among other things:

• new or changed laws, regulations, and administrative orders, including those related to environmental 
matters, and the costs of complying with these new or changed laws, regulations, and administrative 
orders, as well as complying with existing laws, regulations, and administrative orders;

• the requirement or decision to make additional contributions to TVA’s pension or other post-retirement 
benefit plans or to TVA’s nuclear decommissioning trust;
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• events at a TVA nuclear facility, which, among other things, could result in loss of life, damage to the 
environment, damage to or loss of the facility, and damage to the property of others;

• events at a nuclear facility, whether or not operated by or licensed to TVA, which, among other things, 
could lead to increased regulation or restriction on the construction, operation, and decommissioning 
of nuclear facilities or on the storage of spent fuel, obligate TVA to pay retrospective insurance 
premiums, reduce the availability and affordability of insurance, increase the costs of operating TVA’s 
existing nuclear units, negatively affect the cost and schedule for completing Watts Bar Nuclear Plant 
Unit 2 and Bellefonte Nuclear Plant Unit 1, and cause TVA to forego future construction at these or 
other facilities;

• significant delays, cost increases, or cost overruns associated with the construction of generation or 
transmission assets, including the facility;

• fines, penalties, natural resource damages, and settlements associated with the Kingston Fossil Plant 
ash spill;

• the outcome of legal and administration proceedings;

• significant changes in demand for electricity;

• addition or loss of customers;

• the continued operation, performance, or failure of TVA’s generation, transmission, and related assets, 
including coal combustion residual facilities;

• the economics of modernizing aging coal-fired generating units and installing emission control 
equipment to meet anticipated emission reduction requirements, which could make continued 
operation of certain coal-fired units uneconomical and lead to more than anticipated removals of such 
units from service, perhaps permanently;

• disruption of fuel supplies, which may result from, among other things, weather conditions, production 
or transportation difficulties, labor challenges, or environmental laws or regulations affecting TVA’s 
fuel suppliers or transporters;

• purchased power price volatility and disruption of purchased power supplies;

• events involving transmission lines, dams, and other facilities not operated by TVA, including those 
that affect the reliability of the interstate transmission grid of which TVA’s transmission system is a 
part, as well as inadequacies in the supply of water to TVA’s generation facilities;

• inability to obtain regulatory approval for the construction or operation of assets;

• weather conditions;

• catastrophic events such as fires, earthquakes, solar events, floods, hurricanes, tornadoes, pandemics, 
wars, national emergencies, terrorist activities, and other similar events, especially if these events 
occur in or near TVA’s service area;

• restrictions on TVA’s ability to manage real property currently under its control;

• reliability and creditworthiness of counterparties;

• changes in the market price of commodities such as coal, uranium, natural gas, fuel oil, crude oil, 
construction materials, reagents, electricity, and emission allowances;

• changes in the market price of equity securities, debt securities, and other investments;

• changes in interest rates, currency exchange rates, and inflation rates;

• rising pension and health care costs;

• increases in TVA’s financial liability for decommissioning its nuclear facilities and retiring other 
assets;
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• limitations on TVA’s ability to borrow money which may result from, among other things, TVA’s 
approaching or reaching its debt ceiling and changes in TVA’s borrowing authority;

• an increase in TVA’s cost of capital which may result from, among other things, changes in the market 
for TVA’s debt securities, changes in the credit rating of TVA or the U.S. government, and an 
increased reliance by TVA on alternative financing arrangements (such as this lease-purchase 
transaction) as TVA approaches its debt ceiling;

• changes in the economy and volatility in financial markets;

• inability to eliminate identified deficiencies in TVA’s systems, standards, controls, and corporate 
culture;

• ineffectiveness of TVA’s disclosure controls and procedures and its internal control over financial 
reporting;

• problems attracting and retaining a qualified workforce;

• changes in technology;

• failure of TVA’s information technology assets to operate as planned and the failure of TVA’s cyber 
security program to protect TVA’s information technology assets from successful cyber attacks;

• differences between estimates of revenues and expenses and actual revenues and expenses incurred; 
and

• unforeseeable events.

Additionally, other risks that may cause actual results to differ materially from the predicted results are set 
forth in Item 1A, Risk Factors and Item 7, Management’s Discussion and Analysis of Financial Condition and 
Results of Operations in the Annual Report.  New factors emerge from time to time, and it is not possible for TVA 
to predict all such factors or to assess the extent to which any factor or combination of factors may impact TVA’s 
business or cause results to differ materially from those contained in any forward-looking statement. 

TVA undertakes no obligation to update any forward-looking statement to reflect developments that occur 
after such statement is made.
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SUMMARY OF THE OFFERING

This summary highlights some of the information contained in this offering circular and in TVA’s SEC 
Filings and is qualified in its entirety by the detailed information contained in TVA’s SEC Filings and elsewhere in 
this offering circular.  This summary may not contain all the information that is important to you.  Therefore, you 
should read this information in conjunction with the detailed information contained in TVA’s SEC Filings and 
elsewhere in this offering circular.  Capitalized terms used and not defined in this summary have the respective 
meanings given to those terms in TVA’s SEC Filings and elsewhere in this offering circular.

The Transaction

We are in the process of developing and constructing the John Sevier Combined Cycle Facility in Hawkins 
County, Tennessee.  Once operational, the facility is designed to have a summer net generation capacity of 
approximately 880 megawatts.  The facility consists of three General Electric 7FA Combustion Turbine Generators, 
three Nooter/Eriksen Heat Recovery Steam Generators, one Toshiba Steam Turbine Generator and associated 
balance-of-plant systems and equipment.  The facility will use natural gas as a primary fuel and will be equipped 
with pollution control devices.

We are constructing the John Sevier Combined Cycle Facility adjacent to an existing four unit coal-fired 
generating facility.  The John Sevier Combined Cycle Facility is being built by three key contractors: Kiewit Power 
Constructors, URS Corporation, and L.E. Myers.  Kiewit Power Constructors is responsible for the primary 
construction of the power block, which constitutes approximately eighty percent of all onsite work.  URS 
Corporation is responsible for the engineering of the project, except the switchyard, and procurement of equipment 
with long lead times and engineered material.  URS Corporation is also responsible for “furnish and erect” contracts 
for all buildings and tanks and the cooling tower.  L.E. Myers is working with TVA to construct the switchyard for 
the facility and the transmission interconnection facilities. 

Construction of the facility commenced in April 2010, and we estimate that the facility is approximately 
eighty-five to ninety percent complete as of the date of this offering circular.  All of the major equipment for the 
facility has been delivered to the facility site.  Additionally, we have completed testing of the gas pipeline and the 
161 kilovolt interconnection facilities related to the facility.  We currently estimate that construction and testing of 
the facility will be completed and that the facility will commence commercial operations by June 2012.  

We own the facility, other than portions of the facility that constitute real property under the Tennessee 
Valley Authority Act of 1933, as amended (the “TVA Act”).  The real property related to the facility is owned by 
the United States of America and has been entrusted to us, as agent of the United States of America, under the TVA 
Act.  On the closing date (as defined below), we will lease the facility, at its then-current state of completion, to John 
Sevier Combined Cycle Generation LLC, a single-purpose Delaware limited liability company (which we refer to as 
the lessor), under a head lease agreement (the “head lease”).  Wells Fargo Delaware Trust Company, National 
Association, will act as manager of the lessor (in this capacity, the “manager of the lessor”).  The head lease has a 
term of fifty years, estimated to be approximately 125% of the facility’s expected useful life.  The lessor will be 
owned by an equity investor who will contribute cash equity to the lessor in an aggregate amount equal to 
$100,000,000 (the “equity investment”) on the closing date.  The equity investor will fund the equity investment 
from funds received pursuant to documents (the “equity note purchase documents”) between the equity investor and 
certain financial institutions (the “equity lenders”).  The equity investor will also be managed by Wells Fargo 
Delaware Trust Company, National Association (in this capacity, the “manager of the equity investor”).  The lessor 
will issue the secured notes described in this offering circular in an aggregate principal amount of $900,000,000.  
The lessor will issue the secured notes under an indenture of trust, deed of trust and security agreement (the “lease 
indenture”), entered into with Wilmington Trust Company, as lease indenture trustee (the “lease indenture trustee”).  
The lessor will make a one-time payment to us of rent in consideration for the head lease interest in the facility.

The lessor will fund the head lease rent in an amount equal to $782,000,000 using a portion of the proceeds 
from the sale of the secured notes and the proceeds from the equity investment to the lessor.  The lessor will use the 
remainder of the proceeds of the secured notes and the equity investment to pay us $188,044,698 to perform our 
obligations under the construction management agreement described below and to deposit with the lease indenture 
trustee an aggregate amount equal to $29,955,302.  The lease indenture trustee will apply this deposit to fund 
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principal and interest due on the secured notes on the first debt service payment date following the closing date and 
the return on the equity investment accruing from the closing date through the first debt service payment date 
following the closing date. We will use the aggregate proceeds of $970,044,698 from the head lease rent payment 
and the payment to complete the construction of the facility for the benefit of our power program and to pay 
transaction expenses (including the underwriters discount and commission) associated with this offering and the 
overall lease transaction. 

The secured notes will be secured by a first priority security interest in and a mortgage lien on the lessor’s 
head lease interest in the facility, the ground interest described below, and the lessor’s rights under the construction 
management agreement (as defined below), the head lease, the lease, a participation agreement among us, the lessor, 
the manager of the lessor, the equity investor, the manager of the equity investor and the lease indenture trustee (the 
“participation agreement”), and other documents related to the transaction and other collateral.  The collateral will 
not include some customary excepted payments and is subject to excepted rights reserved to the lessor.  See 
“Description of the Secured Notes – Sources of Payment and Security – Security” for a description of the collateral, 
excepted payments and excepted rights.

On the closing date, we will enter into a construction management agreement with the lessor (the 
“construction management agreement”).  Under this agreement, we will agree to use commercially reasonable 
efforts to achieve, or cause to be achieved, substantial completion of the facility by January 14, 2013 and ultimately 
final completion.  See “Summary Description of the Construction Management Agreement – Obligation to 
Complete the Facility” for additional information regarding the nature of our obligations under the construction 
management agreement.  The lessor will not be permitted to terminate the construction management agreement or to 
declare an event of default under the lease or other transaction documents (as defined below) (other than the 
construction management agreement) as a result of our failure to use commercially reasonable efforts to achieve 
substantial completion.  The sole remedy of the lessor under the construction management agreement will be to file 
an action, subject to applicable law, for damages or specific performance of our obligation to use commercially 
reasonable efforts to complete the facility. 

On the closing date, we also will enter into the lease with the lessor with respect to the facility.  Although 
the lease will be in effect from the closing date, the term of the lease will not commence until the earlier of January 
14, 2013 and the date the facility achieves substantial completion (as defined in the construction management 
agreement).  See “Summary Description of the Construction Management Agreement – Obligation to Complete the 
Facility.”  The lease will terminate on the same date as the date of final maturity of the secured notes to the extent 
that all relevant amounts due by us under the lease and the other transaction documents have been paid, unless the 
lease is terminated earlier in accordance with its terms.  After the commencement of the lease, we will pay periodic 
scheduled rent (“basic rent”) to the lessor in an amount which is required to be sufficient to permit the lessor to pay 
the principal of, and interest on, the secured notes and to preserve the return of and on the equity investment.  We 
will pay basic rent directly to the lease indenture trustee for so long as the secured notes are outstanding.  The lease 
indenture trustee will first pay any principal of and premium, if any, and interest due on the secured notes issued 
under the lease indenture before distributing the remaining amounts to the lessor for the benefit of the equity 
investor.  

Under the lease, we will be obligated to maintain the facility in accordance with prudent industry practice 
and make any improvements to the facility required by applicable law.  As lessee, we will be entitled to all of the 
electrical output of the facility.  At the end of the term of the lease, upon payment of all basic rent and other amounts 
then due and payable, and assuming no payment defaults or bankruptcy defaults have occurred and are continuing, 
the lessor must transfer the facility to us and the lease will terminate.  We will not be obligated to pay any amounts 
in connection with the transfer of the facility by the lessor to us at the end of the lease term other than basic rent and 
any supplemental rent or other amounts then due and payable (including obligations surviving pursuant to their 
express terms) under the lease and the other transaction documents.  

Upon the occurrence of a lease event of default and at any time thereafter so long as the lease event of 
default is continuing, the lessor may, at its option, declare the lease to be in default by written notice to us, and at 
any time afterwards if we have not remedied all outstanding lease events of default, the lessor may, in its sole 
discretion, elect to proceed by appropriate court action or actions, either at law or in equity, to enforce performance 
of the lease, at our sole cost and expense, and to recover damages for breach of the lease, including recovery of all 
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rent payments then due and unpaid. The lessor may not seek termination of the lease or any other transaction 
document, dispossession of the facility or acceleration of amounts not yet due and payable under the lease or any 
other transaction document in connection with these court actions.  The lessor may seek to exercise those  
termination, dispossession and acceleration remedies on a date no earlier than 180 days after the occurrence of a 
lease event of default resulting (in whole or in part) from our failure to pay basic rent or supplemental rent when due 
and payable.  The lessor also may immediately seek such remedies following an unremedied lease event of default 
resulting from customary events of bankruptcy, insolvency or other similar events with respect to us or resulting 
from our repudiation or disaffirmation of the validity or enforceability of the head lease, the ground lease or the 
lease.  See “Summary Description of the Lease and Other Transaction Documents – Remedies” for more 
information regarding the remedies available under the lease.

We also will enter into a ground lease and easement agreement (the “ground lease”) with the lessor with 
respect to the ground interest underlying the facility and other equipment and facilities used in common with the 
existing four unit, coal-fired generation facility adjacent to the facility.  These common facilities used by both the 
John Sevier Combined Cycle Facility and the coal-fired generating facility are referred to as “global common 
facilities” and include a water intake system, runoff water drains, and a waste water discharge system.  The “ground 
interest” consists of a leasehold interest in the site on which the facility is located (the “facility site”), a nonexclusive 
easement in, to, over and across the site of the global common facilities (the “global common facilities site”) and a 
nonexclusive easement in, to, over and across existing access routes to the facility site and the global common 
facilities site (the “access property,” which together with the facility site and global common facilities site, are 
referred to in this offering circular as the “site”).  The ground interest is entrusted to us, as agent of the United States 
of America, under the TVA Act.  The ground lease will have a term coterminous with the head lease.  On the 
commencement of the term of the lease, we will sublease the ground interest from the lessor under a ground 
sublease and easement agreement (the “ground sublease”).  The term of the ground sublease will commence on the 
lease commencement date and end on the last day of the term of the lease.  The term “closing date” as used in this 
offering circular refers to the date that the head lease and lease are executed and delivered by the parties.  The term 
“transaction documents” as used in this offering circular refers to, among other documents, the head lease and the 
lease relating to the facility, the ground lease and the ground sublease, the construction management agreement, the 
participation agreement, the limited liability company agreement of the lessor, and the equity note purchase 
documents.

TVA’s Business

TVA was created by an act of the U.S. Congress and is a wholly owned corporate agency and 
instrumentality of the United States.  We were initially created to, among other things, improve navigation on the 
Tennessee River, reduce the damage from destructive flood waters within the Tennessee River system and 
downstream on the lower Ohio and Mississippi Rivers, further the economic development of our service area in the 
southeastern United States, and sell the electricity generated at the facilities we operate.  Today we operate the 
nation’s largest public power system and supply power in most of Tennessee, northern Alabama, northeastern 
Mississippi and southwestern Kentucky and in portions of northern Georgia, western North Carolina and 
southwestern Virginia to a population of over nine million people.  In the fiscal year ended September 30, 2011, the 
revenues generated from TVA’s electricity sales were $11.7 billion and accounted for virtually all of our revenues.

We sell power in a service area defined by the TVA Act.  Under the TVA Act, subject to minor exceptions, 
we may not, without specific authorization from the U.S. Congress, enter into contracts that would have the effect of 
making us, or our distributor customers, a source of power supply outside of the area for which we or our distributor 
customers were the primary source of power supply on July 1, 1957.  In addition to this limitation, an amendment to 
the Federal Power Act includes a provision that protects our ability to sell power within our service area.  This 
provision, called the anti-cherry picking provision, prevents the Federal Energy Regulatory Commission from 
ordering us to provide access to our transmission lines to others for the purpose of using our transmission lines to 
deliver power to customers within substantially all of our defined service territory.  This provision reduces our 
exposure to loss of customers.

We are primarily a wholesaler of power.  We sell to distributor customers which then resell power to their 
customers at retail rates.  Our distributor customers consist of municipalities and other local government entities and 
cooperative organizations of citizens.  These municipalities and cooperatives operate public power electric systems 
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that are not doing business for profit but are operated primarily for the purpose of supplying electricity to their own 
citizens or members.  We also sell power to directly served customers, consisting primarily of federal agencies and 
customers with large or unusual loads.  We sell power to our distributor customers under wholesale power contracts 
that require our distributor customers to purchase from us all of their electric power and energy used within the TVA 
service area.  The board of directors of TVA (the “TVA Board”) sets the rates that we charge for power.  In setting 
rates, the TVA Board must have due regard for the objective that power be sold at rates as low as are feasible.  
These rates are not subject to judicial review or review by any regulatory body.  The transaction documents require 
us, however, to establish and collect rates, rents, charges, fees and other compensation that, together with other 
moneys available to us, produce moneys sufficient to enable us to pay all charges relating to our power program (as 
defined in the Basic Tennessee Valley Authority Power Bond Resolution adopted by the TVA Board on October 6, 
1960, as amended (the “Bond Resolution”)), including basic rent and supplemental rent under the lease and other 
rent payments due under our other leases with respect to our power properties (as defined in the Bond Resolution).

The Offering 

Lessor ......................................................................... John Sevier Combined Cycle Generation LLC is a 
Delaware single-purpose limited liability company.

Lessee.......................................................................... We are a wholly owned corporate agency and 
instrumentality of the United States of America 
established by the TVA Act.

Securities offered ....................................................... U.S.$900,000,000 in aggregate principal amount of 
4.626% Secured Notes 2012 Series A due January 15, 
2042.

Price to public ............................................................ 100.00% of the principal amount of the secured notes 
and accrued interest, if any.

Interest on the secured notes .................................... Interest on the secured notes will accrue at a rate of 
4.626% per year and will be payable semiannually in 
arrears on January 15 and July 15 of each year, 
beginning on July 15, 2012.  Interest shall accrue from 
January 17, 2012.

Principal payments on the secured notes ................ Principal payments will be made on the secured notes 
according to the amortization schedule set forth under 
“Description of the Secured Notes – Source of Payment 
and Security – Source of Payment.”

Initial average life...................................................... The initial average life of the secured notes will be 
approximately 20 years.

Listing ......................................................................... The secured notes will not be listed on any securities 
exchange.

Use of proceeds .......................................................... The aggregate proceeds from the sale of the secured 
notes will be $900,000,000.  The lessor will use the 
proceeds from the sale of the secured notes, together 
with $100,000,000 of equity contributed by the equity 
investor to the lessor in respect of the equity investment, 
to:

• lease the facility from us on the closing date for a 
one-time payment of rent under the head lease in an 



5

amount equal to $782,000,000;

• pay us an amount equal to $188,044,698 to 
complete construction of the facility pursuant to the 
construction management agreement; and

• deposit with the lease indenture trustee an amount 
equal to $29,955,302 to pay the first payment of 
principal and interest due on the secured notes and a 
return on the equity investment, each accruing from 
the closing date through the first debt service 
payment date.

We will use the aggregate proceeds of $970,044,698 
from the head lease rent payment and the payment to 
complete the construction of the facility in each case 
paid by the lessor for the benefit of our power program 
and to pay transaction expenses (including the 
underwriters discount and commission) associated with 
this offering and the overall lease transaction.

Rate covenant............................................................. The transaction documents require us to establish and 
collect rates, rents, charges, fees and other compensation 
that, together with other moneys available to us, produce 
moneys sufficient to enable us to pay all charges relating 
to our power program (as defined in the Bond 
Resolution), including basic rent and supplemental rent 
under the lease and other rent payments due under our 
other leases with respect to our power properties (as 
defined in the Bond Resolution). 

Lease indenture trustee ............................................ Wilmington Trust Company will act as the lease 
indenture trustee for the secured notes under the lease 
indenture.  

Source of payment ..................................................... Principal of and interest on the secured notes payable on 
the first debt service payment date will be capitalized 
with a portion of the proceeds from the sale of the 
secured notes and the equity investment.

Our obligation to pay rent under the lease to the lease 
indenture trustee, as assignee of the lessor, provides the 
source of payment for the secured notes from the second 
debt service payment date through the maturity of the 
secured notes.  The schedule for our payment of rent is 
structured to match in timing and amount the payment 
schedule of the secured notes. 

Collateral for the secured notes................................ The secured notes will be secured by a security interest 
in all of the rights and interests of the lessor in the 
collateral, including the facility and the transaction 
documents, including the lessor’s right to receive rent 
under the lease.
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The collateral for the secured notes excludes specified 
excepted payments and is subject to rights reserved to 
the lessor and the equity investor.

Redemption with premium....................................... The lessor is required to redeem the secured notes with 
premium in whole at any time in connection with a 
refinancing of the secured notes or in whole or in part if 
we elect to terminate the lease by exercising an early 
buy out or a partial early buy out of the lease (other than 
as a result of an event of loss (as long as, in connection 
with an event of loss caused by damage to or destruction 
of the facility, we certify that we have no current 
intention to rebuild the facility) or a regulatory event of 
loss).  

In lieu of redeeming the secured notes in connection 
with an early buy out of the lease, however, we may 
elect to replace and exchange in whole the secured notes 
for TVA power bonds (as defined below).  See 
“Description of the Secured Notes – Exchange of 
Secured Notes” for a description of the conditions to our 
replacing and exchanging the secured notes for TVA 
power bonds.

Upon a refinancing of the secured notes or an early buy 
out of the lease (other than as a result of an event of loss 
(as long as, in connection with an event of loss caused 
by damage to or destruction of the facility, we certify 
that we have no current intention to rebuild the facility) 
or a regulatory event of loss), the redemption price of the 
secured notes will equal:

• 100% of the principal amount of the secured notes 
being redeemed, plus

• all accrued and unpaid interest, if any, on the 
secured notes being redeemed, plus

• a make whole premium on the secured notes being 
redeemed and calculated as described under 
“Description of the Secured Notes – Redemption of 
Secured Notes – Redemption with Premium.”

Redemption without premium ................................. The lessor is required, upon our election, to redeem the 
secured notes without premium in whole in connection 
with an early buy out following an event of loss of the 
entire facility or in part following an event of loss of a 
portion of the facility.  If we elect to terminate the lease 
by exercising an early buy out in connection with an 
event of loss caused by destruction or damage to the
facility, we are required to certify that we have no 
current intention to rebuild the facility.  

The lessor is also required, upon our election, to redeem 
the secured notes without premium in whole in 
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connection with an early buy out resulting from a 
regulatory event of loss.  

In either case, however, we may elect to replace and 
exchange the secured notes for TVA power bonds issued 
under the Bond Resolution.  See “Description of the 
Secured Notes – Exchange of Secured Notes” for a 
description of the conditions to our replacing and 
exchanging the secured notes for TVA power bonds.

In the case of an early buy out resulting from an event of 
loss or regulatory event of loss, the outstanding secured 
notes will be redeemed at a redemption price equal to 
100% of the principal amount of the secured notes being 
redeemed plus all accrued and unpaid interest, if any, on 
the secured notes being redeemed to the redemption 
date.  See “Summary Description of the Lease and Other 
Transaction Documents – Early Termination of the 
Lease, Events of Loss, and Regulatory Events of Loss –
Events of Loss” and “– Regulatory Events of Loss” for a 
description of the events of loss and regulatory events of 
loss that may result in our exercise of an early buy out of 
the lease with respect to an event of loss or regulatory 
event of loss.  

Assignment ................................................................. We may not assign our interest in the lease and the other 
transaction documents and be released from our 
obligations under such documents without the consent of 
the lessor and the lease indenture trustee.  See 
“Summary Description of the Lease and Other 
Transaction Documents – Covenants – Assignment.” 

Sublease ..................................................................... We may, upon satisfaction of specified conditions, 
sublease our interest in the facility without the consent 
of the lessor, the equity investor, the manager of the 
equity investor, the equity lenders or the lease indenture 
trustee if we remain liable for all of our obligations 
under the transaction documents, including, but not 
limited to, the timely payment of our obligations.  Any
sublease must be subject and subordinate to the terms of 
the lease.  See “Summary Description of the Lease and 
Other Transaction Documents – Covenants – Sublease.”

Governing law............................................................ Each of the transaction documents (other than the 
ground lease, the ground sublease, the lessor mortgage 
and the limited liability agreements of the lessor and the 
equity investor) will be governed by, and construed and 
interpreted in accordance with, the laws of the State of 
New York (without regard to conflicts of laws principles 
other than as provided in Section 5-1401 of the New 
York General Obligations Law), except to the extent that 
U.S. federal law or the law of the State of Tennessee 
applies.  The lessor mortgage, the ground lease and the 
ground sublease will each be governed by the laws of 
the State of Tennessee, except to the extent that U.S. 
federal law applies.  The limited liability company 
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agreements of the lessor and the equity investor will be 
governed by the laws of the State of Delaware.

Form, denomination, and
registration of the secured notes .............................. The secured notes will be issued in book-entry form and 

will be represented by one or more fully registered 
global certificates.  Each global certificate will be 
deposited with, or on behalf of, DTC and registered in 
its name or in the name of Cede & Co., its nominee (or 
such other nominee as may be requested by an 
authorized representative of DTC).  The secured notes 
will be issuable in denominations of $2,000 or any 
integral multiple of $1,000 in excess of $2,000.

ERISA considerations ............................................... In general, employee benefit plans subject to Title I of 
the Employee Retirement Income Security Act of 1974, 
as amended (“ERISA”), or Section 4975 of the Internal 
Revenue Code of 1986, as amended (the “Code”), or 
entities which may be deemed to hold the assets of any 
such plan, will be eligible to acquire secured notes, 
subject to certain conditions.  Each person acquiring or 
accepting a secured note will be deemed to have made 
specified representations and warranties.  See “Certain 
ERISA Considerations” in this offering circular. 

Each fiduciary of such a plan (and each fiduciary of a 
governmental or church plan subject to rules similar to 
those imposed on such plans) should consult with its 
legal advisor concerning the secured notes.  

Taxation ..................................................................... Interest on the secured notes will not be exempt from 
state, local, or federal taxation.  See “Certain U.S. 
Federal Income Tax Considerations” for a summary 
discussion of certain U.S. federal income tax 
considerations generally applicable to holders of the 
secured notes that acquire their secured notes in the 
initial offering.

CUSIP number of the secured notes ........................ The secured notes will be assigned the following CUSIP 
number: 478045 AA5.
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RISK FACTORS

Your investment in the secured notes will involve a number of risks.  Before you decide that an investment 
in the secured notes is suitable for you, you should carefully consider the risk factors described below, together with 
the other information in this offering circular, as well as the risks set forth in Item 1A, Risk Factors, and Item 7, 
Management’s Discussion and Analysis of Financial Condition and Results of Operations, in the Annual Report.  In 
addition, you should consult your own financial and legal advisors regarding the risks and suitability of an 
investment in the secured notes.

It may be difficult to realize the value of the collateral supporting the secured notes and the proceeds received 
from the sale of the collateral may be insufficient to pay amounts due on the secured notes. 

The secured notes issued by the lessor will be secured by the collateral which will include an assignment of 
the lessor’s head lease interest in the facility, the ground interest, and the lessor’s interest in the transaction 
documents, including its right to receive basic rent and supplemental rent under the lease.  See “Description of the 
Secured Notes – Source of Payment and Security – Security.”  The exercise of remedies by a secured party 
inherently includes risks.  Foreclosure of large generation facilities is complicated and often time consuming, which 
may delay the receipt of proceeds from any exercise of remedies which would be available for the repayment of 
principal of and premium (if any) and interest on the secured notes.  Third party consents and governmental 
approvals or permits may be required.  In addition, the lease indenture trustee’s efforts to foreclose and sell the 
facility may require additional third party consents and governmental approvals by the purchaser.  Further, even if 
the facility is foreclosed upon and sold, there can be no assurance that the price received in any sale of the facility 
would be sufficient to repay principal of and premium (if any) and interest on the secured notes.  This could be due 
to, among other things, the facility not having achieved substantial completion, as the facility likely would be worth 
less than a similar facility that is capable of commercial operation.

Although we are currently not aware of any factor preventing completion of the facility as designed and 
commencement of commercial operation of the facility within the anticipated time frame, construction of electric 
generation facilities involves several risks.  Some of the factors that could impact completion of construction include 
adverse weather conditions, synchronization of components and systems and other engineering problems, fires and 
other natural disasters, labor disputes, permitting and other regulatory matters and environmental and geological 
problems.  Any of these matters could give rise to a delay in commercial operation or affect the operability or 
efficiency of the facility.  Under the construction management agreement, we agree to use commercially reasonable 
efforts to cause the facility to achieve substantial completion by January 14, 2013, or as soon thereafter as 
commercially practicable.  See “Summary Description of the Construction Management Agreement – Obligation to 
Complete the Facility.”  While we estimate that the facility is approximately eighty-five to ninety percent complete 
as of the date of this offering circular, we do not guarantee that the facility will achieve substantial completion or 
commence commercial operation or that the facility will operate at any particular level of output or efficiency.  As a 
result, there is no certainty that the fair market value of the facility or the price received in any sale of the facility 
will exceed any amounts outstanding with respect to the secured notes if we for whatever reason were to fail to 
perform our obligations under the transaction documents.  Our obligations under the transaction documents, 
including our obligation to pay basic rent and supplemental rent for the term of the lease, remain unchanged without 
regard to the status of the construction of the facility, the facility’s operational performance, or the fair market value 
of the facility.

Lease events of default and remedies under the lease and other transaction documents are limited in significant 
respects, which will affect the timing and extent of the enforcement of our rent payment and other obligations 
under the transaction documents. 

Events of default and remedies under the lease and other transaction documents are limited in significant 
respects.  See “Summary Description of the Lease and Other Transaction Documents – Lease Events of Default” 
and “– Remedies” for a description of lease events of default and remedies.  If a lease event of default occurs, the 
lessor (or the lease indenture trustee, as its assignee) may seek damages or seek to enforce our obligations under the 
transaction documents by appropriate court action.  There are no additional remedies for lease events of default 
related to breaches of covenants (other than in respect of our obligation to pay basic rent or supplemental rent) and 
material inaccuracies of our representations and warranties.  For these lease events of default, the lessor or the lease 
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indenture trustee, as its assignee, will not have the right to terminate the lease, accelerate our rent payment 
obligations or dispossess us of the facility.  As a result, holders of the secured notes will be limited to suing for 
damages with respect to, or specific enforcement of, these covenants and material inaccuracies of our 
representations and warranties.  Any process to seek damages or enforce these covenants likely would involve legal 
proceedings, which could be time consuming and costly.

The lease also limits remedies for lease events of default resulting from our failure to pay basic rent or 
supplemental rent due under the lease and other transaction documents, bankruptcy or similar insolvency events, or 
repudiation of specified transaction documents.  See “Summary Description of the Lease and Other Transaction 
Documents – Remedies.”  The lessor or the lease indenture trustee, as its assignee, may seek to terminate the lease 
and other transaction documents, accelerate our rent payment obligations under the lease, or dispossess us of the 
facility following an event of default related to our failure to pay basic rent or supplemental rent.  However, other 
than in connection with bankruptcy, insolvency or other similar event or a repudiation of the lease, head lease or 
ground lease, none of these measures may be taken by the lessor or lease indenture trustee earlier than 180 days after 
the occurrence of the payment default, so long as the event of default is continuing.  As a result, our payment of 
basic rent and supplemental rent, and the payments of principal of and premium, if any, and interest on the secured 
notes, may be delayed for that 180-day period without other remedies (other than court action) being available to the 
lessor or lease indenture trustee.  

If our rent payments under the lease are accelerated, we will only be obligated to pay (in addition to all then 
unpaid rent and interest thereon) the amount by which the applicable termination value as of the time of termination 
exceeds (i) the fair market value of the lessor’s interest in the facility, if holders of the secured notes holding 
seventy-five percent or more of the aggregate unpaid principal amount of the secured notes have consented to the 
payment of this amount, or (ii) the net proceeds from a sale of the lessor’s interest in the facility.  In addition, we 
may elect to pay this net amount in three equal annual installments, with interest, if we certify that the issuance of 
“evidences of indebtedness” under the Bond Resolution is legally impossible or commercially unreasonable at such 
time in an amount sufficient to pay net termination value when due.  See “Summary Description of the Lease and 
Other Transaction Documents – Termination Payment Term Out.” As a result, we may elect to pay accelerated 
amounts over a three year period even if we fail to pay basic rent or supplemental rent, so long as we are able to 
deliver the certificate described above. 

We may direct the lessor to incur additional debt, which may reduce the benefits of the collateral to pre-existing 
holders of the secured notes.

Subject to the satisfaction of conditions in the participation agreement and the lease indenture, we are 
permitted to direct the lessor to incur additional indebtedness, including through the issuance of additional secured 
notes, in connection with the financing of modifications to the facility.  See “Summary Description of the Lease and 
Other Transaction Documents – Covenants – Modifications and Improvements” and “– Financing Modifications 
through the Lease.”  Any such additional indebtedness incurred would rank equally with the secured notes and 
would share ratably in the collateral for the secured notes.  As a result, the benefits of the collateral to the then-
existing holders of the secured notes may be diluted due to any such issuance of additional secured notes, although 
any improvements to the facility financed with the proceeds of any additional indebtedness would become additional 
collateral for all secured indebtedness (including the secured notes).  Further, after any such issuance of additional 
secured notes, the ability of the then-existing holders of the secured notes to control actions taken with respect to the 
collateral would be affected following the occurrence of a lease indenture event of default that would permit an 
enforcement of remedies with respect to the collateral. 

If the lessor takes possession of the facility, the principal permits and licenses necessary for the operation of the 
facility might not be issued, might not be issued without significant delay or might include restrictions.

The principal permits and licenses necessary for the operation of the facility are being issued in our name, 
as owner and operator.  These permits and licenses might not be transferrable, particularly those that relate to the 
adjacent four unit coal-fired generating facility. If the lessor takes possession and control of the facility, new or 
amended permits and licenses may be required to operate the facility.  However, these new or amended permits and 
licenses may not be issued, may not be issued without significant delay, or may include restrictions on the lessor’s 
ability to operate the facility or to operate at full capacity.  We may be asked to consent to the issuance or 
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amendment of these permits and licenses, and, at the time so requested, it might not be in our interest to provide 
such consent.

There is no existing market for the secured notes and there is no assurance that an active trading market will 
develop for the secured notes.

The secured notes are a new issue of securities without an established trading market and will not be listed 
on any securities exchange.  There can be no assurance as to the liquidity of any market that may develop for the 
secured notes, the ability of the holders of the secured notes to sell the secured notes or the price at which the 
holders of the secured notes will be able to sell the secured notes.  Future trading prices will depend on numerous 
factors including, among other things, prevailing interest rates and the market for similar securities.

The underwriters have advised us and the lessor that they intend to make a market in the secured notes. 
However, the underwriters are not required to do so, and any market-making activity may be terminated at any time 
without notice to the holders of the secured notes.  If a market for the secured notes does not develop, a holder of the 
secured notes may be unable to resell the secured notes for an extended period of time, if at all.  Consequently, a 
holder of the secured notes may not be able to liquidate its investment readily, and the secured notes may not be 
readily accepted as collateral. 
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TVA AND THE FACILITY

Overview

In response to a request by President Franklin D. Roosevelt, the U.S. Congress in 1933 enacted legislation 
that created us, a government corporation.  We were initially created to, among other things, improve navigation on 
the Tennessee River, reduce the damage from destructive flood waters within the Tennessee River system and 
downstream on the lower Ohio and Mississippi Rivers, further the economic development of our service area in the 
southeastern United States, and sell the electricity generated at the facilities we operate.

Today, we operate the nation’s largest public power system and supply power in most of Tennessee, 
northern Alabama, northeastern Mississippi, and southwestern Kentucky and in portions of northern Georgia, 
western North Carolina, and southwestern Virginia to a population of over nine million people.  In the fiscal year 
ended September 30, 2011, the revenues generated from our electricity sales were $11.7 billion and accounted for 
virtually all of our revenues.

We also manage the Tennessee River, its tributaries and certain shorelines to provide, among other things, 
year-round navigation, flood damage reduction, and affordable and reliable electricity.  Consistent with these 
primary purposes, we also manage the river system to provide recreational opportunities, adequate water supply, 
improved water quality, natural resource protection, and economic development.  We perform these management 
duties in cooperation with other federal and state agencies which have jurisdiction and authority over certain aspects 
of the river system.  Our stewardship responsibilities are conducted within the Tennessee Valley watershed, whose 
boundaries are similar to, though not exactly the same as, our service area.  

Initially, all of our operations were funded by federal appropriations.  Direct appropriations for our power 
program ended in 1959, and appropriations for our stewardship, economic development, and multipurpose activities 
ended in 1999.  Since 1999, we have funded all of our operations almost entirely from the sale of electricity and 
power system financings.  

Although we are similar to other power companies in many ways, there are many features that make us 
different.  Some of these features include:

• We were created by an act of the U.S. Congress and are a wholly owned corporate agency and 
instrumentality of the United States.

• Each member of our board of directors is appointed by the President of the United States with the 
advice and consent of the U.S. Senate.

• We do not own real property; we hold the real property we use or manage as an agent for the United 
States.

• We are required to make payments to the U.S. Treasury as a repayment of and a return on the 
appropriation investment that the United States provided us for our power program (the “Appropriation 
Investment”).

• As a wholly owned government corporation, we are not authorized to issue equity securities such as 
common or preferred stock.  Accordingly, we finance our operations primarily with cash flows from 
operations and power system financings – primarily, the sale of debt securities and secondarily, 
alternative financings such as lease and lease-purchase financings.

• The TVA Board sets the rates we charge for power.  In setting rates, the TVA Board must have due 
regard for the objective that power be sold at rates as low as are feasible.  These rates are not subject to 
judicial review or review by any regulatory body.

• We are exempt from paying U.S. federal income taxes and state and local taxes, but we must pay some 
states and counties an amount in lieu of taxes equal to five percent of our gross revenues from the sale 
of power during the preceding year, excluding sales or deliveries to other federal agencies and off-
system sales with other utilities, with a provision for minimum payments under some circumstances.
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• We perform stewardship activities in connection with the Tennessee River and its tributaries and are 
required by federal law to fund these activities primarily with revenues from the power system and to a 
lesser extent with revenues from other sources.

Recent Developments

Our operating revenues for the two-month period ended November 30, 2011 decreased by $115 million 
compared to the two-month period ended November 30, 2010.  This decrease resulted primarily from fuel rate 
fluctuations, lower sales of electricity, and the change in rate structure in April 2011 from end-use rates to time-of-
use and seasonal demand and energy rates.  Our proprietary capital and net assets decreased by $137 million from 
September 30, 2011 to November 30, 2011, primarily due to a net loss of $133 million for the two-month period 
ended November 30, 2011.  The net loss reflects the seasonal nature of our business and was slightly less than we 
had anticipated for the period.  The numbers in this paragraph relating to our operating revenues, net loss and 
proprietary capital and net assets as of and for the two-month period ended November 30, 2011 have been derived 
from our accounting records, are unaudited and remain subject to adjustment in connection with our quarterly 
review procedures.

The Watts Bar Nuclear Plant Unit 2 project schedule has experienced substantial delays. Although we are 
currently reviewing the schedule and cost estimates for the project, we believe it is apparent that the completion date 
could extend past calendar year 2013. Updates to the schedule and cost estimates are expected to be completed 
during the second quarter of fiscal year 2012.

The Facility

We are in the process of developing and constructing the John Sevier Combined Cycle Facility in Hawkins 
County, Tennessee.  The facility is designed to have a summer net generation capacity of approximately 880 
megawatts.  The facility includes three General Electric 7FA Combustion Turbine Generators, three Nooter/Eriksen 
Heat Recovery Steam Generators and one Toshiba Steam Turbine Generator.  We will refer to each of the 
combustion turbines (along with the heat recovery steam generators relating to the respective combustion turbines) 
as a “unit” and collectively as the “units.”  The facility also consists of facilities and balance of plant systems and 
equipment, including a steam turbine generator, that are required for the operation of all of the units of the facility, 
and which we will refer to as “common facilities” in this offering circular.  The facility will be capable of operating 
in simple cycle and combined cycle operation, will use natural gas as a primary fuel and distillate fuel as a 
secondary fuel source, and will be equipped with pollution control devices.

We are constructing the facility adjacent to an existing four unit coal-fired generating facility.  The facility 
is being built by three key contractors: Kiewit Power Constructors, URS Corporation and L.E. Myers.  Kiewit Power 
Constructors is responsible for the primary construction of the power block, which accounts for approximately 
eighty percent of all onsite work.  URS Corporation is responsible for engineering of the project, except the 
switchyard, and procurement of equipment with long lead times and engineered material.  URS Corporation is also 
responsible for “furnish and erect” contracts for all buildings and tanks and the cooling tower.  L.E. Myers is 
working with us to construct the switchyard for the facility and the transmission interconnection facilities. 

Plant construction of the facility commenced in April 2010, and we estimate that the facility is 
approximately eighty-five to ninety percent complete as of the date of this offering circular.  All of the major 
equipment for the facility has been delivered to the facility site.  Additionally, we have completed testing of the gas 
pipeline and the 161 kilovolt interconnection facilities related to the facility.  We currently estimate that construction 
and testing of the facility will be completed and that the facility will commence commercial operations by June 
2012.

Some global common facilities and equipment currently being used by the existing four unit coal-fired 
generating facility will be necessary for the operation and maintenance of both of the facilities.  These global 
common facilities include a water intake system, runoff water drains, and a waste water discharge system.  We will 
agree to operate these global common facilities during the term of the lease and in the event the lease is terminated 
and possession and control of the facility is delivered to the lessor.  For more information on the real estate 
arrangements relating to the facility site, see “Summary Description of the Lease and Other Transaction Documents 
– Ground Interest and Real Estate Arrangements.”  
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USE OF PROCEEDS

The aggregate proceeds from the sale of the secured notes will be $900,000,000. The lessor will use the 
proceeds from the sale of the secured notes, together with $100,000,000 of equity contributed by the equity investor 
to the lessor in respect of the equity investment, to lease the facility from us for a one-time payment of rent under the 
head lease in an amount equal to $782,000,000, to pay us an amount equal to $188,044,698 to perform our 
obligations under the construction management agreement, and to deposit an aggregate amount equal to $29,955,302 
with the lease indenture trustee to pay the first payment of principal of and interest on the secured notes due on the 
first debt service payment date and a return on the equity investment accruing from the closing date through the first 
debt service payment date.  

We will use the aggregate proceeds of $970,044,698 from the head lease rent payment and the payment to 
complete the construction of the facility, in each case paid by the lessor, for the benefit of our power program and to 
pay transaction expenses (including the underwriters discount and commission) associated with this offering and the 
overall lease transaction.
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FLOW OF FUNDS FOR DEBT SERVICE PAYMENTS OF THE SECURED NOTES

The following diagram illustrates the payment flows in the lease transaction among us, the lease indenture 
trustee, the noteholders, the lessor and the equity investor.

Tennessee Valley Authority
(Lessee)

Lease Indenture Trustee

Noteholders Lessor

Equity Investor

Rent due 
under the lease

Debt service for
secured notes

Rent less debt service for 
secured notes

Rent less debt service 
for secured notes
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DESCRIPTION OF THE SECURED NOTES

The statements under this caption are a summary only.  This summary may not contain all the information 
that is important to you.  For additional or more specific information, refer to the secured notes, the lease indenture, 
and the other transaction documents.  This summary makes use of terms defined in the participation agreement.  
Forms of the transaction documents may be obtained free of charge upon written request directed to Tennessee 
Valley Authority, 400 West Summit Hill Drive, Knoxville, Tennessee 37902-1401, Attention: Treasury & Investor 
Relations, by sending an e-mail to investor@tva.com, or by calling 1-888-882-4975.

General

The lessor will issue secured notes in an aggregate principal amount of $900,000,000 under the lease 
indenture with Wilmington Trust Company, as the lease indenture trustee.  The secured notes are scheduled to 
mature on January 15, 2042.  Interest on the secured notes will accrue at a rate of 4.626% per year and will be 
payable semiannually in arrears on January 15 and July 15 of each year, commencing on July 15, 2012.  The secured 
notes will be issued in minimum denominations of $2,000 or integral multiples of $1,000 in excess thereof, and in 
fully registered form without coupons. 

Persons owning a beneficial interest in the secured notes, referred to as “beneficial owners,” will not be 
entitled to receive a definitive certificate representing such person’s interest in the secured notes, except as described 
below under “– Book-Entry; Delivery and Form.”  Unless definitive certificates are issued under the limited 
circumstances described below, all references to actions by registered holders of secured notes, or noteholders, mean 
actions taken by DTC upon instructions from its participants, and all references made in this offering circular to 
distributions, notices, reports and statements to noteholders will refer, as the case may be, to distributions, notices, 
reports and statements to DTC or its nominee, Cede & Co. (or such other name as may be requested by an 
authorized representative of DTC), as the registered holder of the secured notes, or to DTC participants for 
distribution to beneficial owners in accordance with DTC procedures.  See “– Book-Entry; Delivery and Form” 
below.  You should consult with each bank or broker through which you hold a beneficial interest in a secured note 
for information on how you will receive notices and payments with respect to the secured notes.

Source of Payment and Security

Source of Payment

The first payment of principal of and interest on the secured notes due and payable to the holders of the 
secured notes on the first debt service payment date will be payable out of the construction period financing account 
established and held by the lease indenture trustee exclusively for this purpose.  For more information on the 
construction period financing account, see “– Construction Period Financing Costs” below.

From and after the second debt service payment date, our basic rent payments under the lease will be the 
principal source of payment for the principal of and interest on the secured notes.  The term of the lease of the 
facility will commence on the earlier of January 14, 2013 and the date the facility achieves substantial completion.  
The term of the lease will commence prior to the second debt service payment date and is scheduled to expire 
coterminous with the final maturity of the secured notes.  

Under the lease, we are unconditionally obligated to pay rent and other amounts to the lessor that will be 
sufficient for the lessor to pay the principal of and premium, if any, and interest on the secured notes when and as 
due and payable.  However, the secured notes are not obligations of, or guaranteed by, us or the United States of 
America.  In some circumstances described below, we may replace and exchange the secured notes for TVA power 
bonds issued under the Bond Resolution.  

The payment schedule for the secured notes is structured to match in timing and amount the payment 
schedule for the basic rent payable by us under the lease.  The initial aggregate principal amount of the secured notes 
is $900,000,000.  Scheduled payments of principal on the secured notes, in the aggregate, are as follows:
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Payment Dates
________________________________

Scheduled
Payments

of Principal 
of Secured Notes

________________________________

Approximate 
Cumulative Percentage 

Paid on the
Initial Balance

of the Secured Notes
________________________________

July 15, 2012 5,859,046 1%
January 15, 2013 5,763,266 1%
July 15, 2013 5,896,570 2%
January 15, 2014 6,032,958 3%
July 15, 2014 6,172,500 3%
January 15, 2015 6,315,270 4%
July 15, 2015 6,461,342 5%
January 15, 2016 6,610,793 5%
July 15, 2016 6,763,701 6%
January 15, 2017 6,920,145 7%
July 15, 2017 7,080,208 8%
January 15, 2018 7,243,974 9%
July 15, 2018 7,411,527 9%
January 15, 2019 7,582,955 10%
July 15, 2019 7,758,349 11%
January 15, 2020 7,937,800 12%
July 15, 2020 8,121,401 13%
January 15, 2021 8,309,249 14%
July 15, 2021 8,501,442 15%
January 15, 2022 8,698,080 16%
July 15, 2022 8,899,267 17%
January 15, 2023 9,105,107 18%
July 15, 2023 9,315,708 19%
January 15, 2024 9,531,180 20%
July 15, 2024 9,751,637 21%
January 15, 2025 9,977,192 22%
July 15, 2025 10,207,964 23%
January 15, 2026 10,444,075 24%
July 15, 2026 10,685,646 25%
January 15, 2027 10,932,805 27%
July 15, 2027 11,185,681 28%
January 15, 2028 11,444,406 29%
July 15, 2028 11,709,115 31%
January 15, 2029 11,979,946 32%
July 15, 2029 12,257,043 33%
January 15, 2030 12,540,548 35%
July 15, 2030 12,830,611 36%
January 15, 2031 13,127,383 37%
July 15, 2031 13,431,019 39%
January 15, 2032 13,741,679 41%
July 15, 2032 21,359,285 43%
January 15, 2033 21,853,325 45%
July 15, 2033 22,358,793 48%
January 15, 2034 22,875,952 50%
July 15, 2034 23,405,072 53%
January 15, 2035 23,946,432 56%
July 15, 2035 24,500,313 58%
January 15, 2036 25,067,005 61%
July 15, 2036 25,646,805 64%
January 15, 2037 26,240,015 67%
July 15, 2037 26,846,947 70%
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Payments under the lease in excess of the amounts needed to make required payments on the secured notes 
generally will be paid by the lease indenture trustee to the lessor for distribution to the equity investor and will not 
be available for distribution to the noteholders so long as no lease indenture event of default has occurred and is 
continuing.

Construction Period Financing Costs

The first payment of principal of and interest on the secured notes (and an amount payable to the lessor as a 
return on the equity investment) will be funded on the closing date with a portion of the proceeds from the issuance 
of the secured notes and of the equity investment.  The lease indenture trustee will establish and maintain a 
construction period financing account exclusively for this purpose, which will be funded on the closing date by the 
lessor in an aggregate amount equal to $29,955,302.  The lease indenture trustee will use amounts in the 
construction period financing account to first pay the principal of and interest on the secured notes due and payable 
on the first payment date set forth in the table under “– Source of Payment” above.  Following the payment of these 
amounts, so long as no lease indenture event of default has occurred and is continuing, the lease indenture trustee 
will pay an amount equal to $3,510,556 to the lessor to be distributed to the equity investor in accordance with the 
lessor’s limited liability company agreement and any remaining amounts (consisting, primarily, of earnings on the 
funds held in the construction period financing account) will be distributed to us.  We (or the lessor or the lease 
indenture trustee if a lease event of default has occurred and is continuing) may direct the lease indenture trustee to 
invest amounts on deposit in the construction period financing account in investments permitted under the 
transaction documents.  

Priority of Payments under TVA’s Bond Resolution

We have covenanted in the transaction documents to charge rates that, together with other monies available 
to us, will be sufficient to pay all charges relating to our power program (as defined in the Bond Resolution), 
including rent under our lease transactions with respect to our power properties (as defined in the Bond Resolution), 
including the lease.  We are not subject to rate regulation by any federal or state governmental authority.  The TVA 
Board has exclusive authority to establish the rates that we charge for power to our customers within the parameters 
established under the TVA Act, which includes the objective that power be sold at rates as low as feasible.

Under the Bond Resolution, payments of the costs of operating, maintaining and administering our power 
properties and payments to states and counties in lieu of taxes are made from the gross revenues of our power 
program. Amounts remaining after deducting such payments, together with the net proceeds from sale or disposition 
of any power facility or interest in any power facility, constitute net power proceeds.  The Bond Resolution requires 
that net power proceeds be applied first to pay interest on bonds (“TVA power bonds”), bond anticipation notes and 
other evidences of indebtedness, each issued under the Bond Resolution, which rank on a parity with TVA power 
bonds as to interest, to pay the principal due on TVA power bonds and other evidences of indebtedness issued under 
the Bond Resolution which rank on a parity with TVA power bonds as to principal and to satisfy sinking funds or 
similar obligations under any supplemental resolution under the Bond Resolution.  The remaining net power 
proceeds may be used only for:

• required interest payments on any evidences of indebtedness under the Bond Resolution which do not 
rank on a parity with TVA power bonds as to interest; 

January 15, 2038 27,467,917 73%
July 15, 2038 28,103,250 76%
January 15, 2039 28,753,278 79%
July 15, 2039 29,418,341 82%
January 15, 2040 30,098,787 86%
July 15, 2040 30,794,972 89%
January 15, 2041 31,507,260 93%
July 15, 2041 32,236,023 96%
January 15, 2042 32,981,642 100%
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• required payments of or on account of principal of any evidences of indebtedness which do not rank on 
a parity with TVA power bonds as to principal;

• minimum payments required to be made to the U.S. Treasury as required by the TVA Act; and 

• investment in assets relating to our power program, additional reductions of our capital obligations and 
other lawful purposes relating to our power program. 

Importantly, the Bond Resolution does not permit obligations issued thereunder to be accelerated following 
an event of default.  In addition, we cannot be a debtor under the U.S. Bankruptcy Code or other federal or state 
debtor relief proceedings absent a change in federal law.

While we intend that scheduled periodic, basic rent payments under the lease be treated as costs of 
operating, maintaining and administering our power properties (as defined in the Bond Resolution), neither the TVA 
Act nor the Bond Resolution defines or clarifies what costs or activities constitute “operating, maintaining and 
administering” power properties for purposes of the Bond Resolution, and no court has construed this phrase.  
Therefore, no assurance can be given that a court would conclude that our payment of basic rent under the lease 
constitutes the costs of “operating, maintaining and administering” our power properties.

If our payments of scheduled periodic “basic” rent under the lease constitute costs of operating, 
maintaining and administering our power properties under the Bond Resolution, we would be obligated to pay basic 
rent out of gross revenues of our power program and prior to principal and interest on TVA power bonds and other 
amounts referred to above that are payable out of net power proceeds.  If our payments of basic rent do not 
constitute the costs of operating, maintaining and administering our power properties under the Bond Resolution, 
basic rent under the lease would constitute payments for “other lawful purposes” and thus would be payable on a 
parity with other amounts at the end of the priority of payments to be applied out of net power proceeds.

We do not believe that additional, or “supplemental,” rent paid by us under the lease (which includes 
termination value) would constitute costs of operating, maintaining and administering our power program.  As a 
result, supplemental rent will constitute payments for “other lawful purposes” and be payable on a parity with other 
amounts at the end of the priority of payments under the Bond Resolution to be applied out of net power proceeds.

Security

The secured notes will be secured by a lien on and first priority security interest in the rights and interests 
of the lessor in and to the collateral, which will include the lessor’s interest in the facility created by the head lease 
and the ground interest created by the ground lease which the lessor leases from us under the head lease and the 
ground lease, respectively, and the lessor’s interests in the following: 

• the participation agreement, the head lease, the lease, the ground lease, the ground sublease, the 
construction management agreement and the support agreement (collectively the “assigned 
agreements”), including the right to receive payments of basic rent, supplemental rent, termination 
value and other payments under the lease and condemnation, requisition and other awards and 
payments and all rights of the lessor to exercise any rights or options, make any determination or give 
or receive any notice, consent, waiver or approval or to take any other action under the assigned 
agreements, as well as rights, powers and remedies of the lessor, whether arising out of the assigned 
documents or by statute or at law or equity or otherwise;

• all rents (including basic rent and supplemental rent), issues, profits, royalties, products, revenues and 
other income of all property subject to the lien of the lease indenture, including payments or proceeds 
payable to the lessor with respect to the sale of the facility or the ground interest (including after the 
termination of the lease); 

• all moneys, securities and other investment property paid to or deposited with the lease indenture 
trustee under the lease indenture or any other assigned agreement (including the construction period 
financing costs);

• all restitution we are required to pay resulting from a determination that any of the assigned 
agreements are invalid; 
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• amounts paid or payable by us to the lessor under the participation agreement and any of the lessor’s 
rights to enforce payment of those amounts; 

• all other property, rights, and privileges of every kind, real, personal and mixed, tangible and 
intangible, now held or to be acquired by the lessor under the assigned agreements; and 

• all proceeds of all of the foregoing.

The collateral will not include specified excepted payments, including the following:

• payments relating to indemnification by us of the manager of the lessor, the equity investor, the 
manager of the equity investor, any equity lender, the trust company or their respective successors and 
permitted assigns (other than the lease indenture trustee); 

• reimbursement of the costs and expenses of the lessor, the equity investor, the manager of the lessor, 
the manager of the equity investor, or any equity lender related to exercising their respective rights 
under the transaction documents;

• any insurance proceeds under any insurance maintained by the lessor or the equity investor in respect 
of the facility; 

• amounts payable to the equity investor as the purchase price of its membership interest in the lessor in 
connection with any permitted sale or transfer of the equity investor’s membership interest in the lessor 
under the transaction documents; 

• amounts payable to the equity investor upon our exercise of a special lessee transfer under the terms of 
the transaction documents;

• all fees expressly payable to the lessor, the equity investor, the manager of the lessor, the manager of 
the equity investor, or any equity lender under the transaction documents;

• amounts payable by us to the lessor in connection with a regulatory event of loss, and

• any payment of interest attributable to the foregoing payments.

The lessor also will reserve rights to cure specified lease events of default.  The collateral will be subject to 
other rights of the lessor, including, among others, the right to demand and receive excepted payments (except for 
rights to pursue those payments as against the lease indenture estate), rights to adjust basic rent and termination 
value in accordance with the lease (so long as after any adjustments basic rent and termination values are sufficient 
to pay the principal of and interest on the secured notes) and rights to declare us to be in default with respect to any 
excepted payments (but not to exercise any remedies under the lease).  

If no lease indenture event of default or significant lease default (as defined under “Summary Description 
of the Lease and Other Transaction Documents – Covenants – Financing Modifications through the Lease”) has 
occurred and is continuing under the lease indenture, the lessor may exercise all of the rights of the lessor under the 
transaction documents, subject to specific exceptions (including with respect to amendments, waivers, modifications 
and consents under specified provisions of the transaction documents). The lessor’s rights, however, will not include 
the right to receive payments of basic rent and certain other amounts due under the lease, all of which will be made 
directly to the lease indenture trustee until the secured notes are paid in full.  For a description of other rights of the 
lessor, see “Summary Description of the Lease and Other Transaction Documents – Lease Events of Default.”

Except for funds in the construction period financing account, funds held from time to time by the lease 
indenture trustee under the lease indenture will be invested by the lease indenture trustee in permitted investments 
selected by the lease indenture trustee.  The lessor is required to pay to the lease indenture trustee the amount of any 
loss resulting from any investment of these funds held by the lease indenture trustee.  Funds in the construction 
period financing account will be invested at our direction, or, if a lease event of default has occurred and is 
continuing, at the direction of the lessor or the lease indenture trustee, in permitted investments.
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Limitation of Liability

The secured notes are not obligations of, or guaranteed by, us, the equity investor, the manager of the 
equity investor, or the manager of the lessor.  Neither the manager of the lessor, the equity investor, the manager of 
the equity investor or the lease indenture trustee, nor any of their respective affiliates, will be personally liable to any 
noteholder or, in the case of the manager of the lessor, the manager of the equity investor, and the equity investor, to 
the lease indenture trustee for any amounts payable under any secured notes or, except as provided in the lease 
indenture, for any liability under the lease indenture.  All payments of principal of and premium, if any, and interest 
on the secured notes (other than payments made by the lessor) will be made only from the assets subject to the lien 
of the lease indenture or the income and proceeds received by the lease indenture trustee relating to the transaction, 
including basic rent payable by us under the lease.

Redemption of Secured Notes

Redemption with Premium  

The lessor is required to redeem the secured notes, in whole but not in part, at the principal amount of the 
secured notes being redeemed together with all interest accrued to and unpaid, if any, on the secured notes being 
redeemed to the date of redemption plus a make whole premium (calculated as described in the second succeeding 
paragraph) in connection with a refinancing of the secured notes.  See “Summary Description of the Lease and Other 
Transaction Documents – Covenants – Optional Refinancings.”  

The outstanding secured notes will also be redeemed, in whole or in part, at the principal amount of the 
secured notes being redeemed, together with all accrued and unpaid interest, if any, on the secured notes being 
redeemed to the redemption date, plus a make whole premium (calculated as described in the succeeding paragraph), 
upon our election to terminate the lease by exercising an early buy out or a partial early buy out (other than as a 
result of an event of loss (as long as, in connection with an event of loss caused by damage to or destruction of the 
facility, we certify that we have no current intention to rebuild the facility) or a regulatory event of loss) unless, in 
the case of redemption in whole, we elect to replace and exchange the secured notes for TVA power bonds issued 
under the Bond Resolution.  See “– Exchange of Secured Notes” below for a description of the conditions to replace 
and exchange the secured notes for TVA power bonds issued under the Bond Resolution.

The make whole premium for any secured notes subject to redemption with a make whole premium is an 
amount equal to the discounted present value of the secured notes less the unpaid principal amount of such secured 
notes, except that the make whole premium will not be less than zero.  For these purposes, the discounted present 
value of any secured notes subject to redemption under the lease indenture will be equal to the discounted present 
value of all principal and interest payments scheduled to become due in respect of the secured notes after the date of 
such redemption, calculated using a discount rate equal to the sum of the yield to maturity on the U.S. Treasury 
security having a life equal to the remaining average life of the secured notes, plus 25 basis points.  If there is no 
U.S. Treasury security having a life equal to the remaining average life of the secured notes, the discount rate will be 
calculated using a yield to maturity interpolated or extrapolated on a straight-line basis (rounding to the nearest 
calendar month, if necessary) from the yields to maturity for two U.S. Treasury securities having lives most closely 
corresponding to the remaining average life of the secured notes.  The make whole premium will be determined by 
an investment banking institution of national standing in the United States selected by us (and reasonably acceptable 
to the lease indenture trustee).  If the lessor or the lease indenture trustee does not receive notice of such selection 
within twenty days prior to a scheduled payment date or if a significant lease default under the lease has occurred 
and is continuing, the investment banking institution will be selected by the lease indenture trustee. 

Redemption without Premium

The outstanding secured notes will be redeemed without premium in connection with our election to 
terminate the lease by exercising an early buy out in connection with an event of loss (as long as, in connection with 
an event of loss caused by damage to or destruction of the facility, we certify that we have no current intention to 
rebuild the facility) or a regulatory event of loss.  In this case, the redemption price will be equal to the principal 
amount of the secured notes being redeemed, together with all accrued and unpaid interest on the secured notes 
being redeemed, if any, to the redemption date, without any premium.  
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The outstanding secured notes will be redeemed in whole in connection with our early buy out of the lease 
resulting from a regulatory event of loss. The outstanding secured notes also will be redeemed in whole in 
connection with our early buy out of the lease resulting from an event of loss relating to the entire facility, and will 
be redeemed in part in connection with our early buy out of the lease resulting from an event of loss relating to less 
than all of the units of the facility.  For a description of the conditions that would allow us to exercise an early buy 
out resulting from an event of loss or a regulatory event of loss, see “Summary Description of the Lease and Other 
Transaction Documents – Early Termination of the Lease, Events of Loss, and Regulatory Events of Loss – Events 
of Loss” and “– Regulatory Events of Loss.” Under the lease, we may elect to replace and exchange the secured 
notes for TVA power bonds issued under the Bond Resolution in connection with an early buy out. As a result, the 
secured notes would not be redeemed if we elect to effect a replacement and exchange of the secured notes in 
connection with an early buy out resulting from an event of loss or a regulatory event of loss. See “– Exchange of 
Secured Notes” below for a description of the conditions under which we may replace and exchange the secured 
notes for TVA power bonds issued under the Bond Resolution.

Lease Indenture Events of Default

An event of default under the lease indenture (each, a “lease indenture event of default”) will consist of any 
of the following:

• a lease event of default occurs subject to respective grace or cure periods applicable to lease events of 
default, except that our failure to pay any amount of the equity portion of basic rent (as defined under 
“Summary Description of the Lease and Other Transaction Documents – Lease Term, Rent and 
Termination Values”) will not constitute a lease indenture event of default if the lease event of default 
is waived by the lessor, and so long as our failure to make that payment is not the fourth consecutive or 
seventh cumulative failure to pay any amount of the equity portion of basic rent; 

• the lessor fails to pay principal, premium (if any) and interest or any other amounts due with respect to 
the secured notes or the lease indenture that continues unremedied for five business days (other than a 
failure resulting from a lease event of default); 

• the lessor fails to perform or observe any of its covenants, obligations or agreements under the lease 
indenture (other than a failure to pay amounts when due as described under the preceding bullet) or the 
lessor or the manager of the lessor fails to perform or observe any of their respective covenants, 
obligations or agreements under the transaction documents, or the equity investor fails to perform or 
observe any of its covenants, obligations or agreements under the transaction documents (other than 
any equity note purchase document), in each case in any material respect, and this failure continues 
unremedied for a period of thirty days after receipt by such party of written notice of such failure; 
provided, however, that if such failure is not capable of being remedied within the thirty-day period, 
such thirty-day period will be extended for up to an additional 180 days, if such party diligently 
pursues a remedy and such failure is reasonably capable of being remedied within such extended 
period;

• specified representations or warranties made by the lessor, the manager of the lessor or the equity 
investor in the participation agreement will prove at any time to have been incorrect as of the date 
made in any material respect and continue to be material and unremedied for a period of thirty days 
after the receipt by the lessor, the manager of the lessor or the equity investor, as applicable, of written 
notice of the inaccuracy; provided, however, that if such breach is not capable of being remedied 
within the thirty-day period, the thirty-day period will be extended for up to an additional 180 days, if 
such party diligently pursues such remedy and such incorrectness is reasonably capable of being 
remedied within such extended period; and

• customary events of bankruptcy and insolvency, whether voluntary or involuntary, or other similar 
events occur with respect to the equity investor or the lessor.
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Acceleration, Rescission and Remedies

Subject to rights of the lessor and the equity investor described below, if a lease indenture event of default 
has occurred and is continuing, the lease indenture trustee may exercise specified rights and remedies available to it.  
These remedies include, if a lease event of default has occurred and is continuing, one or more of the remedies with 
respect to the facility and ground interest afforded to the lessor by the lease or the other transaction documents for 
lease events of default.  See “Summary Description of the Lease and Other Transaction Documents – Lease Events 
of Default.”  

The lease indenture trustee’s remedies may be exercised by the lease indenture trustee without the consent 
of or any required action by the lessor and the equity investor.  A sale of the lessor’s rights in the facility and the 
ground interest, upon the exercise of the lease indenture trustee’s remedies, will be free and clear of any rights of 
those parties (other than applicable rights of redemption provided by law).  No exercise of any remedies by the lease 
indenture trustee, however, may affect our rights under the lease unless a lease event of default has occurred and is 
continuing under the lease.

If a lease indenture event of default occurs and is continuing, the lease indenture trustee in its discretion 
may, and at the direction of a majority in interest of the noteholders will, declare, by written notice to the lessor and 
the equity investor, the unpaid principal of and accrued interest and premium, if any, on the secured notes 
immediately due and payable, except that no declaration or notice will be required in the case of a lease indenture 
event of default or a lease event of default resulting from the commencement of bankruptcy, liquidation or similar 
proceedings of the lessor, the equity investor or us, respectively.  In that case, the principal of and interest and 
premium, if any, on the secured notes will automatically become due and payable immediately. If no lease 
indenture event of default exists (other than one caused by a lease event of default), however, the lease indenture 
trustee will not be permitted to declare the unpaid principal amount of the secured notes, together with interest and 
premium, if any, on the unpaid principal amount, immediately due and payable unless the lease indenture trustee is 
also permitted to exercise remedies intended to dispossess us of our interest in the facility under the lease. See 
“Summary Description of the Lease and Other Transaction Documents – Lease Events of Default.”

If a lease indenture event of default caused by a lease event of default has occurred and is continuing and 
no other lease indenture event of default exists, the lease indenture trustee may not exercise any remedy under the 
lease indenture to divest the lessor of its ownership interest in any of the collateral, unless the lease indenture trustee 
is entitled to exercise one or more remedies under the lease intended to dispossess us of our interest in the facility.  
The lease indenture trustee must also have commenced the exercise of one or more of the dispossessory remedies 
permitted in the lease and be using good faith efforts to exercise those remedies (and not merely asserting a right or 
claim to do so).  So long as no lease indenture event of default (other than a lease indenture event of default caused 
by a lease event of default) has occurred and is continuing, neither the lease indenture trustee nor any holder of 
secured notes may take affirmative action to divest the lessor of its interest in:

• the lease and its right to assert claims thereunder; or 

• any portion of the collateral (other than the lease and rights to assert claims thereunder) prior to the 
time at which it is necessary to deliver to a third party the lessor’s ownership interest in such collateral 
pursuant to a sale or other disposition of such collateral, provided that the lessor has delivered to the 
lease indenture trustee, promptly upon request, all instruments of title (or of other interest) and other 
documents required to be delivered to the lease indenture trustee to enable the lease indenture trustee to 
obtain possession of all or any part of the collateral, which instruments and documents will be held by 
the lease indenture trustee for release and delivery at, or immediately prior to, a sale or disposition to a 
third party.

If a lease indenture event of default caused by a lease event of default has occurred and is continuing and 
no other lease indenture event of default exists, the lease indenture trustee may not exercise remedies under the lease 
indenture unless it has given at least ten days notice of the lease indenture event of default to the lessor, the equity 
investor, and the equity lenders.  Furthermore, if a lease indenture event of default caused by a lease event of default 
has occurred and is continuing, the lease indenture trustee may only exercise the remedy that requires us to pay 
FMV net termination value with the consent of holders of the secured notes holding not less than seventy-five 
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percent of the unpaid principal amount of the secured notes.  See “Summary Description of the Lease and Other 
Transaction Documents – Remedies.”

If a lease event of default has occurred that permits the lessor to dispossess us of the facility and the lessor 
(or the lease indenture trustee acting as its assignee) elects to exercise the remedies that provide for dispossession, 
and we are required to pay amounts in respect of termination value, we may elect to pay those amounts in three
equal annual installments together with interest, subject to certain conditions.  See “Summary Description of the 
Lease and Other Transaction Documents – Termination Payment Term Out.” If the secured notes remain 
outstanding, we will pay these annual installments to the lease indenture trustee.

If, at any time after acceleration of the secured notes has occurred under the lease indenture: 

• all amounts of principal, premium, if any, and interest which are then due and payable in respect of all 
the secured notes other than as a result of the acceleration are paid in full, together with interest on all 
overdue principal and (to the extent permitted by applicable law) overdue interest at the rate or rates 
specified in the secured notes, and an amount sufficient to cover all costs and expenses of collection 
incurred by or on behalf of the holders of the secured notes (including, without limitation, counsel fees 
and expenses and all expenses and reasonable compensation of the lease indenture trustee); and 

• every other lease indenture event of default is remedied, 

then, a majority in interest of the holders of the secured notes may, by written notice or notices to the lessor, the 
lease indenture trustee and us, rescind and annul the acceleration and any related declaration of default under the 
lease and their respective consequences.  No rescission and annulment will extend to or affect any subsequent lease 
indenture event of default or impair any resulting right; no rescission and annulment will require any holder of a 
secured note to repay any principal or interest paid as a result of the acceleration; and no rescission or annulment 
will be effective unless the lease and the other transaction documents will continue to be in full force and effect or 
will be reinstated (to the extent terminated prior to the reinstatement).

Lessor Cure Rights

If we fail to make a payment of basic rent due on any rent payment date, and our failure does not constitute 
the fourth consecutive failure to pay basic rent, or the seventh cumulative failure to pay basic rent, the lessor may 
(but need not) pay the lease indenture trustee an amount equal to the principal of and premium, if any, and interest 
on the secured notes then due (otherwise than by declaration of acceleration) on the relevant rent payment date, 
together with any interest due as a result of the delayed payment.  The lessor, however, will not be permitted to pay 
those amounts if a lease indenture event of default other than a lease indenture event of default resulting from a lease 
event of default has occurred and is continuing or the lease indenture trustee has commenced the exercise of 
remedies under the lease. The payment of those amounts by the lessor will be deemed for purposes of the lease 
indenture to cure any lease indenture default that arose or would have arisen from our failure to pay basic rent.  If 
any lease event of default relating to our failure to pay supplemental rent has occurred and is continuing and no lease 
indenture event of default (other than one resulting from a lease event of default) has occurred and is continuing, and 
if the lease indenture trustee has not commenced the exercise of remedies under the lease, the lessor may (but need 
not) cure the lease event of default.

Lessor’s Right to Purchase Secured Notes

The lessor has the right to purchase the secured notes outstanding under the lease indenture, without any 
premium (except as described below), at a price equal to the outstanding principal amount of those secured notes, 
together with accrued and unpaid interest to the date of purchase, if any, and all sums which, if any payments after a 
lease indenture event of default under the lease indenture was then applicable, the holders of those secured notes 
would have been entitled to be paid before any payments were made to the lessor, if all of the following 
circumstances occur: 

• a lease indenture event of default in consequence of a lease event of default, has occurred and is 
continuing without the acceleration of the secured notes or the exercise of any remedy under the lease 
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by the lease indenture trustee intended to dispossess us of our interest in the facility, or the lease 
indenture trustee has provided us and the lessor written notice that it intends to exercise remedies 
available under the lease indenture intended to divest the lessor of its interest, or us of our interest, in 
the facility as the result of the occurrence of a lease indenture event of default or a lease event of 
default; 

• no lease indenture event of default (other than solely as the result of the occurrence of a lease event of 
default) has occurred and is continuing under the lease indenture; and

• the lessor has notified the lease indenture trustee in writing of its intention to purchase the secured 
notes.  

If the lessor’s purchase of the secured notes occurs within 180 days of a lease indenture event of default 
caused by a lease event of default (but without the lease indenture trustee notifying us that it intends to exercise 
dispossessory remedies or the secured notes being accelerated), the purchase price will include a premium equal to 
the make whole premium. See “Description of the Secured Notes – Redemption of Secured Notes – Redemption 
with Premium.”

Modification of the Transaction Documents

The lease indenture trustee may, without the consent of the holders of the secured notes, enter into any 
indenture or indentures supplemental to the lease indenture or execute any amendment, modification, supplement, 
waiver or consent with respect to any other transaction document to:  

• evidence the succession of another person as manager of the lessor or to evidence the succession of a 
successor as the lease indenture trustee under the lease indenture, the removal of the lease indenture 
trustee or the appointment of any separate or additional lease indenture trustee or trustees, in each case 
in accordance with the terms of the lease indenture, and to define the rights, powers, duties and 
obligations conferred upon any separate lease indenture trustee or trustees or co-trustees; 

• correct, confirm or amplify the description of any property at any time, subject to the lien of the lease 
indenture, or to convey, transfer, assign, mortgage or pledge any property to or with the lease indenture 
trustee; 

• provide, in accordance with the lease indenture, for any evidence of the creation and issuance of any 
additional secured notes in accordance with the lease indenture or supplemental lease indenture and to 
establish the form and terms of such additional secured notes issued in connection with any refinancing 
or supplemental financing (see “– Refinancing the Secured Notes and Additional Secured Notes” 
below); 

• cure any ambiguity in, to correct or supplement any defective or inconsistent provision of, or to add to 
or modify any other provisions and agreements in, the lease indenture or any other transaction 
document, in any manner that will not, in the judgment of the lease indenture trustee, materially 
adversely affect the interests of the noteholders; 

• grant or confer upon the lease indenture trustee for the benefit of the noteholders any additional rights, 
remedies, powers, authority or security which may be lawfully granted or conferred and which are not 
contrary to or inconsistent with the lease indenture; 

• add to the covenants or agreements to be observed by us or the lessor and which are not contrary to the 
lease indenture, to add lease indenture events of default for the benefit of the noteholders or surrender 
any right or power of the lessor; or

• effect the replacement and exchange, refinancing or refunding of any or all of the secured notes by us, 
in a manner consistent with the lease indenture. 
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The lease indenture trustee may also amend, modify, supplement, consent or waive the provisions of the 
lease indenture or any other transaction document, without the consent of the holders of the secured notes, so long as 
the amendment, modification, supplement, waiver or consent will not, in the judgment of the lease indenture trustee, 
materially adversely affect the interests of the noteholders.  An amendment, modification, supplement, waiver or 
consent will be presumed not to materially adversely affect the interests of the noteholders if the lease indenture 
trustee is furnished with written evidence from one or more nationally recognized rating organizations then rating 
the secured notes that their respective ratings of the secured notes will not be withdrawn or reduced as a result of the 
supplemental lease indenture, amendment, modification, supplement, waiver or consent.  However, the failure to 
qualify for this presumption will not create any presumption to the contrary or be used to question the judgment of 
the lease indenture trustee.  These rights of the lease indenture trustee to amend, modify, supplement, consent or 
waive the provisions of the lease indenture or any other transaction document may not be used to amend, modify, 
supplement, consent or waive the lease indenture or other transaction document in a manner that is permitted only 
with the consent of the noteholders described in the following paragraph.

Except as described in the preceding two paragraphs, the lease indenture trustee will not be permitted to 
agree to any supplement to or amendment of the lease indenture or the lease or other transaction documents or any 
waiver or modification of or consent to the terms of the lease indenture, the lease or the other transaction documents, 
without the consent of the holders representing a majority of the outstanding principal amount of the secured notes.  
In addition, the consent of the holders representing 100% of the outstanding principal amount of the secured notes 
will be required to: 

• modify the definition of the term “majority in interest of noteholders” in the transaction documents or 
reduce the percentage of noteholders required to take or approve any action under the lease indenture; 

• change the amount or the time of payment of any amount owing or payable with respect to any secured 
notes or change the rate or manner of calculation of interest or premium payable with respect to any 
secured notes; 

• alter or modify the provisions of the lease indenture relating to the manner of payment or the order of 
priorities in which distributions will be made as between the noteholders and the lessor and the 
remedies available to the lessor under the lease; 

• reduce the amount (except to any amount as will be sufficient to pay the aggregate principal of and 
interest on all the secured notes) or extend the time of payment of basic rent or termination value, 
except as expressly provided in the lease, or change any of the circumstances under which basic rent or 
termination value is payable; or 

• consent to any assignment of the lease if we would be released from our obligation to pay basic rent or 
termination value or otherwise release us from our obligations to pay basic rent or termination value or 
change the absolute and unconditional character of those obligations.

Except as described in the preceding three paragraphs, the lease indenture trustee may not execute any 
amendment, modification, supplement, waiver, or consent with respect to any transaction document.

In connection with the execution and delivery of any amendment or supplement, the lease indenture trustee 
will be entitled to receive an opinion of counsel that such amendment or supplement is permitted by the lease 
indenture and an officer’s certificate of the lessor that all conditions precedent to the execution and delivery of such 
amendment or supplement have been satisfied.  

Refinancing the Secured Notes and Additional Secured Notes

Additional notes of the lessor (“additional secured notes”) may be issued from time to time in connection 
with a refinancing or for the purpose of financing modifications of the facility through the lease.  Prior notice of and 
a request for the authentication of the issuance of additional secured notes, legal opinions, and officer’s certificates 
related to defaults, satisfaction of conditions, and the sufficiency of basic rent must be delivered to the lease 
indenture trustee in connection with a refinancing of the secured notes and any additional secured notes or the 
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issuance of any additional secured notes. See “Summary Description of the Lease and Other Transaction Documents 
– Covenants – Optional Refinancings” and “– Financing Modifications through the Lease,” respectively.

Exchange of Secured Notes

Unless a significant lease default (as defined under “Summary Description of the Lease and Other 
Transaction Documents – Covenants – Financing Modifications through the Lease”) or lease event of default has 
occurred and is continuing after giving effect to an exchange of the secured notes for TVA power bonds, upon the 
termination of the lease in whole (but not in part) as a result of our election of an early buy out of the lease 
(including in connection with an event of loss or a regulatory event of loss) in accordance with the terms of the 
lease, we may, at our option, in lieu of paying the debt portion of the termination value, replace and exchange the 
secured notes with TVA power bonds which are issued under the Bond Resolution.  To effect this exchange and 
replacement, we will execute and deliver to each holder of the secured notes a TVA power bond in exchange for the 
secured notes in an aggregate outstanding principal amount and with identical maturity, interest rates (which will be 
calculated in the same manner as the interest payable with respect to the secured notes being exchanged), 
amortization schedule, and premium (including the make whole premium), if any, as the secured notes being 
exchanged.  No later than the date of the exchange, and subject to our delivery of replacement TVA power bonds to 
the lease indenture trustee, acting as exchange agent, the holders of the secured notes will be required to tender their 
secured notes to the lease indenture trustee in exchange for TVA power bonds then held by the lease indenture 
trustee.  Upon the lease indenture trustee’s receipt of the secured notes being replaced and exchanged, the lease 
indenture trustee will cancel the secured notes.  Subject to these conditions, upon the date of the exchange, the lessor 
will be released and discharged without further act from all obligations and liabilities assumed by us; the lien of the 
lease indenture upon the lessor’s interest in the facility and any other collateral will be deemed released; and the 
equity investor and the lessor will be deemed released from any and all future obligations in respect of the secured 
notes and the other transaction documents.  In connection with the replacement and exchange, we will be obligated 
to pay the equity portion of the termination value to the lessor in connection with the equity investment.  As a 
condition to the replacement and exchange of the secured notes, the lease indenture trustee will receive: 

• an opinion of counsel reasonably acceptable to the lease indenture trustee to the effect that, among 
other things, no regulatory approval is required (or if any regulatory approval is necessary or required, 
that the same has been duly obtained and is in full force and effect) and that the TVA power bonds 
issued in connection with a replacement and exchange are duly authorized, executed and delivered and 
constitute our legal, valid and binding obligations, enforceable against us in accordance with their 
terms; 

• an opinion of counsel reasonably satisfactory to the lease indenture trustee to the effect that the 
replacement and exchange of the secured notes with TVA power bonds will not result in a direct or 
indirect holder of the secured notes (including any beneficial owner) being subject to U.S. federal 
income tax on a different amount, in a different manner or at a different time as would have been the 
case if such exchange had not occurred, unless we have delivered a copy of an IRS private letter ruling 
to that effect or delivered a tax indemnity undertaking for the benefit of the holders of the secured 
notes, in each case reasonably satisfactory to the lease indenture trustee; and

• confirmation from the nationally recognized rating agencies then rating TVA power bonds that the 
TVA power bonds issued in connection with the replacement and exchange will have no lower ratings 
than the ratings then assigned to outstanding TVA power bonds.

If we elect to effect an exchange of the secured notes, the lease indenture trustee will provide notice to each 
holder of the secured notes at the noteholder’s registered address at least twenty days but not more than sixty days 
before the exchange date.  The notice will include the date of the exchange, a detail of any other amounts due and 
owing by us under the transaction documents, the address of the lease indenture trustee, a statement that the secured 
notes must be surrendered to the lease indenture trustee to be exchanged for TVA power bonds and that, unless we 
fail to deliver TVA power bonds to the lease indenture trustee together with the opinions and other items described 
above, the interest on the secured notes will cease to accrue on the date of the exchange.
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Lease Indenture Trustee

Wilmington Trust Company will be the lease indenture trustee under the lease indenture. If a lease 
indenture event of default occurs and is continuing, any sums held or received by the lease indenture trustee may be 
applied to the payment of obligations incurred by the lease indenture trustee prior to any payments to the 
noteholders. The lease indenture will provide that the lease indenture trustee will not be answerable or accountable 
under any circumstances, unless for its own willful misconduct, gross negligence or simple negligence in the 
handling of funds, and except for liabilities on account of representations, warranties or covenants made by it in its 
individual capacity. The lease indenture will further provide that, in the case of any lease indenture event of default, 
the lease indenture trustee will exercise the rights and remedies vested in it by the lease indenture and will use the 
same degree of care in its exercise as a prudent person would exercise or use in the circumstances in the conduct of 
its own affairs.

Defeasance of Secured Notes

The secured notes may be defeased under the lease indenture prior to redemption or maturity.  A secured 
note will be deemed to have been paid if there shall have been deposited with the lease indenture trustee either cash 
in an amount sufficient, or U.S. government obligations, the principal of and interest on which when due (and 
without any reinvestment), will provide cash in an amount sufficient, in either case together with any other amounts 
held by the lease indenture trustee, to pay when due the principal of and premium, if any, and interest due and to 
become due on such secured note on or prior to the redemption date or maturity date, as the case may be, of such 
secured note.  An independent public accountant will establish the sufficiency of the defeasance by the delivery of a 
certificate.  If any secured notes do not mature or are not redeemed within the next forty-five days, the lease 
indenture trustee is required to have been given irrevocable instructions to give notice, as soon as practicable, of 
defeasance to the holders of such secured notes that such secured notes have been deemed to have been paid and 
stating that the maturity or redemption date on which amounts are to be available for payment of principal of and 
premium, if any, and interest on the secured notes. Any amounts on deposit (including principal and interest 
payments on any U.S. government obligations) with the lease indenture trustee for the purposes described in this 
paragraph may not be withdrawn and may not be used for any purpose other than, and are required to be held in trust 
for, the payment of principal of and premium, if any, and interest on such secured notes, except that cash received 
from principal and interest payments on any U.S. government obligations deposited with the lease indenture trustee 
will be reinvested in accordance with the lease indenture. Any defeased secured note that is deemed paid will, with 
limited exceptions, no longer be secured by the lease indenture or entitled to the benefits of the lease indenture estate 
or the lease indenture. The lessor must deliver an opinion of counsel in connection with any defeasance reasonably 
acceptable to the lease indenture trustee to the effect that the defeasance of the secured notes will not result in a 
holder of such secured notes being subject to U.S. federal income tax on a different amount, in a different manner or 
at a different time as would have been the case if such defeasance had not occurred and all conditions to defeasance 
have been complied with.  

Release of the Lien of the Lease Indenture

If a component of the facility is replaced or removed because it is surplus or obsolete and not necessary for 
the operation of the facility in accordance with the lease, the lien of the lease indenture in that component will be 
released without any further act of any person.  In connection with the release, the lease indenture trustee will, upon 
written request and by appropriate instrument, release the interest in the component from the lien of the lease 
indenture.  Any component of the facility that is used to replace a component of the facility will automatically 
become subject to the lien of the lease indenture.  See “Summary Description of the Lease and Other Transaction 
Documents – Covenants – Use, Maintenance and Removal and Replacement of Components” for a description of 
lease provisions relating to components of the facility.

If we are at any time entitled under the lease to acquire or have transferred to us a relevant portion of the 
facility, the lessor’s interest in that relevant portion will automatically and without any additional act of any person 
be released from the lien of the lease indenture.  The lease indenture trustee will, upon written request and by 
appropriate instrument, release the relevant portion from the lien of the lease indenture, so long as any amounts then 
due and payable under the lease indenture have been paid to the person entitled to those amounts.  See “Summary 
Description of the Lease and Other Transaction Documents – Early Termination of the Lease, Events of Loss, and 
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Regulatory Events of Loss” for circumstances where we may be entitled to have a relevant portion of the facility 
transferred to us.

If we are at any time entitled under the lease to acquire or otherwise have the facility transferred to us, the 
lease indenture trustee will release the lease indenture estate from the lien of the lease indenture and will execute and 
deliver, as directed in writing by us or the lessor, an appropriate instrument releasing the lease indenture estate from 
the lien of the lease indenture, so long as any amounts then due and payable under the lease indenture have been 
paid to the person entitled to those amounts.

 If we are at any time entitled under the ground lease to release a portion of the ground interest, the lease 
indenture trustee will release such portion of the ground interest from the lien of the lease indenture and will execute 
and deliver, as directed in writing by us or the lessor, an appropriate instrument releasing such portion of the ground 
interest from the lien of the lease indenture, so long as any amounts then due and payable under the lease indenture 
have been paid to the person entitled to those amounts.

Book-Entry; Delivery and Form 

The secured notes will be represented by one or more global certificates, in definitive fully registered form 
without interest coupons and registered in the name of Cede & Co. or such other name as may be requested by an 
authorized representative of DTC. All payments made by us under the lease to the lease indenture trustee (as 
assignee of the lessor) will be in immediately available funds and will be transferred to DTC in immediately 
available funds.

Secondary trading in long-term notes and debentures of corporate issuers generally is settled in 
clearinghouse or next-day funds. The secured notes will trade in DTC’s Same-Day Funds Settlement System until 
maturity, and secondary market trading activity in the secured notes will therefore be required by DTC to settle in 
immediately available funds. No assurance can be given as to the effect, if any, of settlement in immediately 
available funds on trading activity in the secured notes.

DTC, the world’s largest securities depository, is a limited-purpose trust company organized under the New 
York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a member of the 
Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code, 
and a “clearing agency” registered under the provisions of Section 17A of the Exchange Act.  DTC holds and 
provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt 
issues, and money market instruments (from over 100 countries) that DTC’s participants (“direct participants”) 
deposit with DTC. DTC also facilitates the post-trade settlement among direct participants of sales and other 
securities transactions in deposited securities, through electronic computerized book-entry transfers and pledges 
between direct participants’ accounts. This eliminates the need for physical movement of securities certificates.  
Direct participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, clearing 
corporations, and certain other organizations. DTC is a wholly owned subsidiary of The Depository Trust & 
Clearing Corporation (“DTCC”).  DTCC is the holding company for DTC, National Securities Clearing Corporation 
and Fixed Income Clearing Corporation, all of which are registered clearing agencies.  DTCC is owned by the users 
of its regulated subsidiaries.  Access to the DTC system is also available to others such as both U.S. and non-U.S. 
securities brokers and dealers, banks, trust companies, and clearing corporations that clear through or maintain a 
custodial relationship with a direct participant, either directly or indirectly.  DTC has a rating of AA+ from Standard 
& Poor’s Ratings Services.  The DTC rules applicable to its participants are on file with the Securities and Exchange 
Commission.  More information about DTC can be found at www.dtcc.com. 

Purchases of secured notes under the DTC system must be made by or through direct participants, which 
will receive a credit for the secured notes on DTC’s records.  The ownership interest of each actual purchaser of 
each secured note (a “beneficial owner”) is then in turn to be recorded on the direct and indirect participants’ 
records.  Beneficial owners will not receive written confirmation from DTC of their purchase.  Beneficial owners 
are, however, expected to receive written confirmations providing details of the transaction, as well as periodic 
statements of their holdings, from the direct or indirect participant through which the beneficial owner entered into 
the transaction.  Transfers of ownership interests in the secured notes are to be accomplished by entries made on the 
books of direct and indirect participants acting on behalf of beneficial owners.  Beneficial owners will not receive
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certificates representing their ownership interests in the secured notes, except in the event that use of the book-entry 
system for the secured notes is discontinued. 

SO LONG AS CEDE & CO. (OR ANY OTHER NOMINEE REQUESTED BY DTC) IS THE REGISTERED 
OWNER OF THE SECURED NOTES, AS NOMINEE FOR DTC, REFERENCES HEREIN TO THE 
NOTEHOLDERS OR REGISTERED OWNERS OR OWNERS OF THE SECURED NOTES SHALL MEAN CEDE & 
CO. (OR SUCH OTHER NOMINEE), AS AFORESAID, AND SHALL NOT MEAN THE BENEFICIAL OWNERS.

To facilitate subsequent transfers, all secured notes deposited by direct participants with DTC are registered 
in the name of DTC’s partnership nominee, Cede & Co., or another nominee as may be requested by an authorized 
representative of DTC. The deposit of the secured notes with DTC and their registration in the name of Cede & Co. 
or such other DTC nominee do not affect any change in beneficial ownership.  DTC has no knowledge of the actual 
beneficial owners of the secured notes.  DTC’s records reflect only the identity of the direct participants to whose 
accounts the secured notes are credited, which may or may not be the beneficial owners.  Direct and indirect 
participants will remain responsible for keeping account of their holdings on behalf of their customers. 

Conveyance of notices and other communications by DTC to direct participants, by direct participants to 
indirect participants, and by direct participants and indirect participants to beneficial owners will be governed by 
arrangements among them, subject to any statutory or regulatory requirements in effect. 

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to the secured 
notes unless authorized by a direct participant in accordance with DTC’s procedures.  Under its usual procedures, 
DTC mails an omnibus proxy to an issuer as soon as possible after the “record date.”  The omnibus proxy assigns 
Cede & Co.’s consenting or voting rights to those direct participants to whose account securities, such as the secured 
notes, are credited on the record date (identified in a listing attached to the omnibus proxy). 

Redemption notices will be sent to DTC.  If less than all of the secured notes are being redeemed, DTC’s 
practice is to determine by lot the amount of the interest of each direct participant in the issue to be redeemed.

Principal of and interest on the secured notes will be paid to Cede & Co., or another nominee as may be 
requested by an authorized representative of DTC. DTC’s practice is to credit direct participants’ accounts upon 
DTC’s receipts of funds and corresponding detail information from an issuer in accordance with direct participants’ 
respective holdings shown on DTC’s records.  Payments by direct and indirect participants to beneficial owners will 
be governed by standing instructions and customary practices, as is the case with securities held for the accounts of 
customers in bearer form or registered in “street name.” These payments will be the responsibility of direct 
participants and indirect participants only and not of DTC, the lessor, the lease indenture trustee or us, subject to any 
statutory or regulatory requirements in effect.  Payment of distributions to Cede & Co. (or another nominee as may 
be requested by an authorized representative of DTC) is the responsibility of the lease indenture trustee.  
Disbursement of these payments to direct participants shall be the responsibility of DTC.  Disbursement of these 
payments to the beneficial owners shall be the responsibility of direct participants and indirect participants. 

DTC may discontinue providing its services as depository of the secured notes at any time by giving 
reasonable notice to us or the lease indenture trustee. Under these circumstances, if a successor depository is not 
obtained, the secured notes are required to be delivered and printed.  Under the lease indenture, the secured notes 
will remain in book-entry form, except that if DTC or any successor depository is no longer able to act as, or is no 
longer satisfactorily performing its duties as, securities depository for the secured notes, the lease indenture trustee 
may, at its discretion, designate a substitute securities depository for DTC and reregister the secured notes as 
directed by the substitute securities depository or terminate the book-entry registration system and reregister the 
secured notes in the names of the beneficial owners of the secured notes provided to it by DTC.  

We have provided the description of the operations and procedures of DTC in this offering circular solely 
as a matter of convenience.  These operations and procedures are solely within the control of DTC and are subject to 
change by DTC from time to time.  Neither we, nor the underwriters, nor the lease indenture trustee will have any 
responsibility for the performance by DTC or its participants or indirect participants of their respective obligations 
under the rules and procedures governing their operations, and you are urged to contact DTC or its participants 
directly to discuss these matters.  The information in this section “– Book-Entry; Delivery and Form” concerning 
DTC and DTC’s book-entry system has been obtained from sources that we believe to be reliable, but we take no 
responsibility for the accuracy of the information contained in this section “– Book-Entry; Delivery and Form.”
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SUMMARY DESCRIPTION OF THE CONSTRUCTION MANAGEMENT AGREEMENT

The statements under this caption are a summary only.  This summary may not contain all the information 
that is important to you.  For additional or more specific information, refer to the construction management 
agreement and the other transaction documents. 

Design, Construction, and Completion of the Facility

Subject to the terms and conditions of the construction management agreement, we will, as contractor for 
the lessor, perform or cause to be performed all the work necessary to design, engineer, procure, construct, license, 
start-up, test, commission and complete the facility in accordance with the requirements of the construction 
management agreement.  On the closing date, the lessor will pay us $188,044,698 for our performance under the 
construction management agreement.  We will not be required to return this payment or any portion of this payment 
to the lessor or the holders of the secured notes for any reason, including the failure of the facility to achieve 
substantial completion or final completion or to become commercially operational, but we would be subject to court 
action if we fail to perform our obligations under the construction management agreement.

The work under the construction management agreement includes, among other things, designing the 
facility, procuring and handling the labor, plant, materials and equipment, preparing and securing the facility site 
and securing rights of way necessary to complete the work, relocating utility services, procuring applicable permits, 
installment of all temporary utilities, handling of all safety and industrial relations matters and commissioning of the 
facility in accordance with our performance, testing and commissioning procedures.  We will provide, at our own 
expense, all power system components on the facility site, including all transformation, switching and auxiliary 
equipment, such as synchronizing and protection and control equipment. We may not modify the work to be 
performed under the construction management agreement in any material respect without the consent of the lessor, 
except for modifications required to comply with prudent industry practice, including modifications resulting from a 
force majeure event or a change in applicable law.

Obligation to Complete the Facility

Under the construction management agreement, we are obligated to use commercially reasonable efforts to 
cause the facility to achieve “substantial completion” (as defined below) by January 14, 2013, or as soon thereafter 
as commercially practicable.  Plant construction began in mid-April 2010 and, as of the date of this offering circular, 
we estimate that the facility is approximately eighty-five to ninety percent complete.  All of the major equipment for 
the facility has arrived and we have completed testing of the gas pipeline and the 161 kilovolt interconnection 
facilities related to the facility.  Completion of an electric generation facility like the facility inherently involves 
numerous development, construction, engineering, execution and other risks that could give rise to construction 
delays or affect the operation of the facility.  Although we expect to achieve substantial completion of the facility 
under the construction management agreement, and are required by the construction management agreement to use 
commercially reasonable efforts to do so, there can be no assurance that the facility will achieve substantial 
completion or final completion by January 14, 2013 or otherwise.  However, if we anticipate that substantial 
completion will not be achieved by January 14, 2013, we will promptly provide notice of any anticipated delay to 
the lessor, together with a corrective action plan we intend to adopt to achieve substantial completion as soon after 
January 14, 2013 as commercially practicable.

Our failure to achieve substantial completion by January 14, 2013 or our failure to achieve final completion 
of the facility by any particular date will not:

• in and of itself constitute a default under the construction management agreement or other transaction 
documents; 

• permit the lessor to terminate the construction management agreement or any other transaction 
document; 

• be deemed a repudiation, or give rise to remedies for anticipatory repudiation, of the construction 
management agreement or other transaction documents; or
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• make us liable for any liquidated damages under the construction management agreement.  

The lessor’s sole remedy for a breach of our obligations under the construction management agreement, including 
our obligation to use commercially reasonable efforts to cause the facility to achieve substantial completion by 
January 14, 2013 or otherwise, will be, at the lessor’s option, to file an action to specifically enforce performance by 
us of our obligations under the construction management agreement and/or to recover damages for breach by us of 
our obligations under the construction management agreement.

The term of the lease will commence on the earlier of the date that substantial completion is achieved or 
January 14, 2013.  Our obligations under the lease will continue regardless of whether the facility achieves 
substantial completion or final completion under the construction management agreement.  We will continue to be 
obligated to pay rent under the lease and all of our obligations will remain in effect subject to the provisions of the 
lease in all cases, even if the facility never achieves substantial completion or final completion or never becomes 
operational.  Except as described in the last sentence of the previous paragraph, the lessor, the equity investor, and 
the holders of the secured notes will not be entitled to any additional compensation under the lease or the other 
transaction documents solely as a result of any such failure, although their rights in respect of our obligations under 
the construction management agreement as described above will remain.  In addition, consequential losses or 
damages will not be payable in connection with the construction management agreement (except if so required 
pursuant to an indemnity claim payable by us), including for loss of use or loss of profit.  

As used in the construction management agreement and the transaction documents, “substantial 
completion” will be achieved if we determine in our reasonable discretion that: 

• the facility and all work required to be performed on or prior to substantial completion has been 
completed in all material respects (except for punch list items that do not materially and adversely 
affect the facility’s ability to operate in accordance with prudent industry practice);

• the facility has commenced operations in combined cycle mode with an aggregate net output that we 
determine to be commercially reasonable for an electric generation facility with the structure and 
components of the facility in light of, and taking into account, the documents that we have entered into 
with contractors in connection with the design, procurement and construction of the facility, and the 
results of any performance tests under those contracts; 

• interconnection and synchronization of the facility to the electrical grid has been achieved; 

• we have obtained all applicable permits required for the operation of the facility by us under the lease; 

• the facility is performing in accordance with all applicable permits (including all air permit emissions 
limitations); 

• we have developed the punch list; and

• we have received from each of the construction contractors engaged to construct the facility all 
documentation deemed necessary by us for the safe and reliable operation of the facility and such 
documentation is satisfactory to us (in our sole discretion).

Although the facility is designed to have a net capacity of approximately 880 megawatts, we may achieve 
substantial completion so long as, among other things, the facility has commenced commercial operation in 
combined cycle mode and the facility has a net output that we determine is commercially reasonable for an electric 
generation facility with the structure and components of the facility, in light of, and taking into account, the 
documents that we have entered into with contractors in connection with the design, procurement and construction 
of the facility, and the results of any performance tests under those contracts.  Thus, although the facility is designed 
to achieve a net capacity of approximately 880 megawatts, we may declare that substantial completion has been 
achieved if the facility has an aggregate net output of less than 880 megawatts and the actual output of the facility is 
commercially reasonable for an electric generation facility with the structure and components of the facility.  
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We may suspend all or a portion of the work as a result of a force majeure event, a change in law that has a 
material adverse impact on the performance of the work, the discovery of preexisting hazardous materials on or 
under the facility, a request by a governmental authority having jurisdiction over the facility or us to utilize one or 
all of the units to meet electrical demand, or circumstances under which any of our subcontractors has the right to 
suspend the work or any portion of the work under our contracts with those subcontractors.  We will notify the 
lessor of any such suspension and will recommence the work as soon as reasonably practicable thereafter, to the 
extent consistent with applicable law and permitted under our contracts with those subcontractors.

Following achievement of substantial completion, we will use commercially reasonable efforts to achieve 
final completion in a timely manner.  “Final completion” will be achieved if: 

• substantial completion has been achieved; 

• all items on the punch list have been completed to our satisfaction; 

• we have prepared final drawings, specifications and other documentation that represents the physical 
placement of all facility components and systems as installed or constructed at completion or obtained 
any such documents that have been prepared on our behalf; 

• we have received all quality assurance documentation with respect to the commissioning and testing of 
the facility, to the extent we deem necessary for the safe and reliable operation of the facility;  and 

• we have delivered to the lessor any customary releases of mechanic’s liens received from our 
subcontractors.

Hazardous Substances and Site Responsibility

We will be responsible for any hazardous substances discovered in, on, under, emanating from, or brought 
onto the facility site and for the proper testing, handling, removal, transportation, and disposal of hazardous 
substances, except for hazardous substances introduced by the lessor or its affiliate or agents (other than us or our 
subcontractors).  We will store and use hazardous substances according to applicable law and applicable permits and 
will use reasonable commercial efforts to minimize the use of hazardous substances in the construction of the 
facility.  We will also be responsible for all clean-up and mitigation of hazardous substances on, at or from the 
facility site other than hazardous substances introduced by the lessor or any of its affiliates or agents (other than us 
and our subcontractors).  We will also use our reasonable commercial efforts to protect the facility, the facility site 
and any equipment at the facility site from damage as a result of the work by us or our subcontractors, and we will 
rebuild, restore or replace such property at our expense.  We will make construction documents, design submittals, 
applicable permits, safety, operation and construction manuals and other similar documents including books and 
records pertaining to the facility and the work available to the lessor upon lessor’s request at the facility site.  We 
will also comply and use commercially reasonable efforts to cause subcontractors to comply with safety procedures 
and requirements.

Standard of Performance

We will comply with, and cause the work and the facility and all components of the facility to comply with, 
prudent industry practice, applicable law, applicable permits, applicable codes and standards, the requirements of 
any relevant insurance policies and the requirements of the construction management agreement.  We will also agree 
to use the degree of care, skill and diligence that would be expected to be exercised by a prudent, skilled and 
experienced contractor engaged in the same types of undertakings as the construction of the facility under the same 
or similar circumstances and conditions as those applying to the design, development and construction of the 
facility.

Subcontracts 

We may subcontract any of the work required under the construction management agreement, in whole or 
in part, without the consent of any person, including the lessor.  However, we will remain solely responsible for the 
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work and payments to subcontractors due from us in connection with the performance of the work and we will 
indemnify the lessor, the trust company, the manager of the lessor and the lease indenture trustee and their 
respective affiliates, successors, assigns, agents, directors, officers or employees from and against any and all claims 
of any subcontractor imposed on or asserted against any such indemnified party for any amount due from us in 
connection with the performance of the work.  The lessor will not be deemed to have any contractual obligations to 
or relationship with any subcontractors.  We will not assign to the lessor any construction documents that we have 
entered into with subcontractors in connection with performance of the work, and we will have the right to amend, 
modify, terminate or waive any requirement of those construction documents; except that no amendment, 
modification, termination or waiver of the construction documents will materially adversely affect our ability to 
comply with our obligations under the construction management agreement. 

Warranties 

We will warrant to the lessor that, from the period commencing with substantial completion and, if later, 
the installation of any property or the performance of any service constituting part of the work, and ending one day 
prior to the first anniversary of substantial completion or such later date, all work furnished under the construction 
management agreement will comply with the terms of the construction management agreement, will be free from 
latent and patent defects and will be suitable and adequate for its intended purpose as reasonably inferable from the 
terms of the construction management agreement.  During this period, we will agree, at our own expense, to re-
perform, remove, replace, repair or reinstall any of the work or portions of the work that fail to comply with this 
warranty.  Except for the warranties described in this paragraph, we will not make any other warranties, express or 
implied, and we expressly disclaim all implied warranties (including warranties of merchantability or fitness for a 
particular purpose).
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SUMMARY DESCRIPTION OF THE LEASE AND OTHER TRANSACTION DOCUMENTS

The statements under this caption are a summary only.  This summary may not contain all the information 
that is important to you.  For additional or more specific information, refer to the lease and the other transaction 
documents.

Head Lease

We will retain title to the facility, including the portions of the facility that constitute real property, which 
portions will be held by us under the TVA Act, as agent, for the benefit of the U.S. federal government.  We will 
lease the facility to the lessor (as “head lessee”) under a long term head lease for a term beginning on the closing 
date and ending on the fiftieth anniversary of the closing date.  In exchange, the head lessee will make a one-time 
payment to us of head lease rent on the closing date.  The head lessee will surrender to us its interest in the head 
lease upon an early buy out of the lease in whole (as described below), upon the expiration of the lease term where 
the facility is returned to us or upon expiration or termination of the head lease by its terms.  If the lease is 
terminated in part with respect to a partial early buy out, the head lease will terminate with respect to the relevant 
portion of the facility subject to the partial early buy out on the same date as the relevant portion of the facility is no 
longer subject to the lease.  At any time after the expiration of the lease in circumstances where we are required to 
deliver possession of the facility to the lessor or after a termination of the lease as provided under “– Remedies” 
below, the head lessee, at its option, may also elect to terminate the head lease without any obligation or liability to 
us.  

Lease Term, Rent and Termination Values

The lease will be executed and delivered by, and will be binding on, and enforceable against, us and the 
lessor on and as of the closing date.  The term of the lease will commence on the earlier of January 14, 2013 and the 
date the facility achieves “substantial completion” as defined in the construction management agreement.  See 
“Summary Description of the Construction Management Agreement – Obligation to Complete the Facility.”  The 
lease term will be coterminous with the maturity of the secured notes.  However, if a significant lease default has 
occurred and is continuing on or prior to the scheduled expiration of the lease term, the term of the lease will be 
extended until such time as either the significant lease default has been cured and all relevant amounts due and 
payable by us under the lease and other transaction documents have been paid or we have delivered possession of 
the facility and the facility site to the lessor in accordance with the terms of the lease.  Because the facility will not 
have achieved substantial completion as of the closing date, the head lease, the lease and, so long as the lien of the 
lease indenture has not been terminated or discharged, the lien of the lease indenture each provide for the automatic 
addition to the coverage of such documents of portions of the facility added to or otherwise becoming part of the 
facility after the closing date.  

As noted above, scheduled periodic rent payable under the lease is referred to as “basic rent.” During the 
lease term, basic rent will be paid on each January 15 and July 15 (the “rent payment dates”), commencing on July 
15, 2012 and ending on January 15, 2042.  The amount of basic rent payable on each rent payment date will be listed 
in a schedule to the lease.  Basic rent will be further subdivided on this schedule into the “basic rent (debt portion),” 
which will correspond in amount and timing to the principal and interest payments due on the secured notes, and the 
remainder of basic rent which will constitute the “equity portion of basic rent.”  These amounts are designed to be 
sufficient for the lessor to pay both the principal of and interest on the secured notes and an agreed return of and on 
the equity investment, except that payments of those amounts payable on the first debt service payment date are to 
be paid from amounts on deposit in the construction period financing account.  We will make basic rent payments 
directly to the lease indenture trustee for so long as the secured notes are outstanding.  Upon receipt of basic rent 
payments, the lease indenture trustee will first pay any principal and interest due on the secured notes issued under 
the lease indenture.  As long as no event of default has occurred and is continuing, the lease indenture trustee will 
then forward remaining amounts to the lessor for the benefit of the equity investor.

Under the lease and other transaction documents, we may also be obligated to make additional payments 
from time to time, referred to in this offering circular as “supplemental rent.”  Supplemental rent includes any and 
all amounts, liabilities and obligations (other than basic rent) that we assume, agree to or are required to pay under 
the lease and the other transaction documents (whether or not identified as supplemental rent) to the lessor or any 
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other person.  Supplemental rent includes termination value (as described below) and our payment (if any) of make 
whole premium with respect to the secured notes and equity breakage with respect to the equity investment.

The lease will also contain a schedule listing termination values that will correspond to monthly 
termination dates.  As described in more detail below, we will be required to pay these termination values or 
amounts determined with reference to termination values in connection with an early buy out of the lease (including 
resulting from events of loss and regulatory events of loss). We will also be required to pay termination values or 
amounts determined with reference to termination values in connection with a termination of the lease resulting 
from an event of default and the exercise of remedies by the lessor or the lease indenture trustee.  With respect to 
each termination date, the corresponding termination value is intended to be an aggregate amount equal to the sum 
of the outstanding principal amount of the secured notes as of such date and accrued but unpaid interest on such 
principal amount, plus the unreturned portions of the equity investment and accrued but unpaid returns on such 
unreturned portions.  We will refer to these two amounts as the “debt portion of the termination value” and the 
“equity portion of the termination value,” respectively, in this offering circular.

Basic rent and termination values will be adjusted to reflect:

• a reduction in basic rent in connection with a partial termination of the lease following a partial early 
buy out (including, but not limited to, an early buy out resulting from a partial event of loss); 

• a reduction in basic rent in connection with the prepayment by the equity investor of one or more of 
the equity investor notes in connection with a regulatory event of loss, as described under “– Early 
Termination of the Lease, Events of Loss, and Regulatory Events of Loss – Regulatory Event of Loss” 
below; and 

• a reduction or an increase in basic rent to reflect the principal amount, amortization and interest rates 
of any additional secured notes issued as a result of a refinancing of the secured notes or the issuance 
of additional secured notes in connection with the financing of modifications under the terms of the 
lease.  See “Description of the Secured Notes – Redemption of Secured Notes – Redemption with 
Premium” and “Summary Description of the Lease and Other Transaction Documents – Covenants –
Financing Modifications through the Lease.”

Any adjustment of basic rent and termination values will be determined in a manner to ensure that basic 
rent payable under the lease is sufficient to pay the principal of and interest on the secured notes (after taking into 
account any refinancing or additional secured notes, as applicable) and to preserve a return on the equity investor’s 
investment.  Adjustment of basic rent and termination values will be subject to verification under procedures 
described in the lease at the request of the lessor.  

Payment Priority and Rate Covenant

The Bond Resolution sets forth a priority of payments to be made out of our gross power proceeds and our 
net power proceeds, which are our power proceeds remaining after deducting from our gross power proceeds the 
costs of operating, maintaining and administering our power properties, payments to states and counties in lieu of 
taxes, and the net proceeds from sale or disposition of any power facility or interest in any power facility.  We intend 
that basic rent payments under the lease will be treated as costs of operating, maintaining and administering our 
power properties payable out of gross power proceeds for purposes of the Bond Resolution.  No assurance, however, 
can be given that a court would conclude that basic rent constitutes a cost of operating, maintaining and 
administering our power properties.  Supplemental rent will not be treated as a cost of operating, maintaining and 
administering our power properties.  For more information on the priority of payments under the Bond Resolution, 
see “Description of the Secured Notes – Source of Payment and Security – Priority of Payments under TVA’s Bond 
Resolution.”  We have covenanted to charge rates that, together with other monies available to us, will be sufficient 
to pay all charges relating to our power program, including rent under our lease transactions with respect to our 
power properties, including the lease.  
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Ground Interest and Real Estate Arrangements

Under the TVA Act, we hold title to real property (including the ground interest) as agent of the U.S. 
federal government.  On the closing date under the ground lease, we will lease and convey to the lessor the ground 
interest underlying the facility, the global common facilities and existing access routes.  The “ground interest” 
consists of a leasehold interest in the facility site, a nonexclusive easement in, to, over and across the global 
common facilities site and a nonexclusive easement in, to, over and across existing access routes to the facility site 
and the global common facilities site in connection with the use, operation and maintenance of the global common 
facilities on the global common facilities site and the use, operation and maintenance of the facilities, in each case as 
will be reasonably necessary or advisable for the commercial operation of the facility.  The ground lease will have a 
term that is coterminous with the term of the head lease (but will be subject to termination upon our exercise of our 
early buy out option as described in this offering circular or transfer of the lessor’s interest in the facility to us at the
end of the term of the lease).  See “Summary Description of the Lease and Other Transaction Documents — Head 
Lease.”

Under the ground lease, we will reserve some rights relating to the ground interest.  These rights include, 
among others, our right to sell or convey an interest to, easements in or leasehold interests in all or a portion of the 
facility site, global common facilities site or the access property, subject to some conditions.  Our right to effect any 
such sale or conveyance must be expressly subject to the interests of the lessor, as ground lessee under the ground 
lease, and must not materially impair the use or operation of, or the ability to maintain, improve or rebuild, the 
facility.  Any property, interest, right of way, easement or leasehold interest so sold, granted, released, leased or 
conveyed by us will no longer be a part of the ground interest and will be deemed to be released from the scope of 
the ground lease and any lien of the ground lease on the ground interest upon the recordation of appropriate 
instruments.  Any grant, sublease, assignment, encumbrance or conveyance by the lessor will expressly provide that 
the lessor’s interest under the ground lease is subject to these release rights.  

We also reserve the right, subject to some conditions, to use the ground interest in connection with our 
construction of the facility under the construction management agreement and to use, operate and maintain the 
global common facilities, any relevant portion of the facility released from the lease as a result of an early buy out of 
the lease, and any other facilities that we construct adjacent to the facility site so long as this use does not conflict 
with the provisions of the support agreement or the head lease or the use, operation or maintenance of the facility as 
contemplated thereby.  

We further reserve the right to use the ground interest during the term of the ground lease to evaluate, 
monitor, test, remedy or remediate any environmental conditions at the facility site, at the global common facilities 
site or on the access property or violations of environmental law.  If we exercise such rights following the expiration 
or early termination of the ground sublease term, we are required to coordinate any excavation, remediation or 
similar activities on the facility site with the lessor.  We are also required to use commercially reasonable efforts to 
cause that work to be undertaken in a manner so as to minimize interference with the operation and maintenance of 
the facility to the extent consistent with the requirements of the United States Environmental Protection Agency or 
any other applicable governmental entity and our obligations under applicable law, including any environmental 
laws.  In addition, while we are required to give reasonable advance notice to the lessor prior to commencing any 
excavation, remediation or similar activities on the facility site which could reasonably be expected to interfere with 
the operation or maintenance of the facility in any material way, we are only required to give prompt notice in the 
case of an emergency where health or property is at risk.

We also reserve the right, subject to some conditions and limitations, to construct, own and operate, or 
grant another person or entity the right to construct, own and/or operate, additional electric generating units adjacent 
to the facility site.  This right includes our right to construct or install additional facilities such as sanitary sewers, 
storm drains, water and gas mains, waste disposal systems, electric power lines and telephone and 
telecommunication lines on, under, across or over the facility site, the global common facilities site and the access 
property as may be reasonably necessary or advisable for the commercial operation of the additional electric 
generating units. 

Rent payable under the ground lease will be offset against rent payable under the ground sublease, as 
described below, during the ground sublease term.  After the expiration or early termination of the ground sublease, 
the rent payable by the lessor under the ground lease will be the fair market rental value (as defined in the ground 
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lease) of the ground interest.  After the expiration or early termination of the ground sublease, the lessor will have 
the right to offset against the rental payments under the ground lease amounts (other than amounts disputed in good 
faith by us) then due and payable by us to the lessor under the transaction documents. 

On the lease commencement date, we will sublease the ground interest from the lessor.  The sublease of the 
ground interest will have a term commencing on the lease commencement date and ending on the last day of the 
term of the lease (including upon early termination of the lease).  However, if a significant lease default (as defined 
under “Covenants – Financing Modifications through the Lease”) has occurred and is continuing on or prior to the 
scheduled expiration of the ground sublease term, the term of the ground sublease will be extended until the 
significant lease default has been cured and all relevant amounts due and payable by us under the lease and other 
transaction documents have been paid or we have delivered possession of the facility and the facility site to the 
lessor in accordance with the lease.  Thus, the ground sublease may terminate before the ground lease if the lease is 
terminated early or the facility is not returned to us upon expiration of the lease as a result of the exercise of 
dispossessory remedies under the lease.

Covenants

Use, Maintenance, and Removal and Replacement of Components

We will covenant to cause, at our cost and expense, the facility to be maintained in accordance with 
prudent industry practice (as defined below). We also will covenant not to operate the facility other than in 
compliance with all applicable laws of any governmental authority having jurisdiction, although we may contest, in 
good faith and by appropriate proceedings, the validity or applicability of such laws.  We also will make or cause to 
be made all necessary repairs, renewals and replacements of the facility in accordance with prudent industry 
practice.  Nothing in the lease or other transaction documents will require us to operate the facility.  However, if we 
do operate the facility, the facility will be operated in accordance with prudent industry practice.

In the ordinary course of maintenance, service, repair or testing, we may, at our own cost and expense, 
remove or cause or permit to be removed any component of the facility.  We will cause any removed component to 
be replaced by a replacement component that is free and clear of all liens (other than permitted liens, as defined 
under “ – Liens” below) and in as good an operating condition as that of the component replaced (assuming that the 
component replaced was maintained in accordance with the lease).  Upon incorporation into the facility, each 
replacement component will automatically be deemed a part of the facility for all purposes of the lease and the head 
lease, and the component will become subject to the lease, the head lease and, so long as the lien of the lease 
indenture has not been terminated or discharged, the lien of the lease indenture.  However, if we determine that a 
component of the facility is surplus or obsolete and not necessary for the operation of the facility in accordance with 
the lease, we may remove or cause to be removed such surplus or obsolete component without replacing the 
removed component.  Any removed (and replaced) component and any surplus or obsolete component that has been 
removed will no longer be subject to the head lease, the lease or the lien of the lease indenture.

For purposes of the lease and the other transaction documents, “prudent industry practice” means, at a 
particular time, either any of the practices, methods and acts engaged in or approved by a significant portion of the 
electric utility industry with respect to facilities similar in nature to the facility, or any of the practices, methods and 
acts which, in the exercise of reasonable judgment at the time the decision was made, could have been expected to 
accomplish the desired result at the lowest reasonable cost consistent with good business practices, reliability, safety 
and expedition.  “Prudent industry practice” is not intended to be limited to the optimum practice, method or act to 
the exclusion of all others, but rather to be a spectrum of possible practices, methods or acts.

Modifications and Improvements  

We are required, at our cost and expense, to make or cause or permit to be made all modifications, 
alterations, additions or improvements to the facility as are required by applicable law or any governmental entity 
having jurisdiction (collectively, “required modifications”).  We may in good faith and by appropriate proceedings 
contest the validity or applicability of such law in any reasonable manner subject to specified limitations.  We may, 
at our own cost and expense and without the consent of any other person, make or cause or permit to be made all 
modifications, alterations, additions or improvements (collectively, “optional modifications”) to the facility as we 
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consider desirable in conducting our business.  Required modifications and optional modifications are referred to 
collectively in this offering circular as “modifications.”

We will retain title to all modifications. All required modifications, all modifications that cannot be 
removed without causing material damage to the facility that cannot be readily repaired (“non-severable 
modifications”) and all modifications financed through the lease will automatically upon incorporation into the 
facility become subject to the head lease, the lease, and, so long as the lien of the lease indenture has not been 
terminated or discharged, the lien of the lease indenture, and will be deemed a part of the facility for all purposes of 
the head lease and the lease.  

Optional Refinancings

During the term of the lease and so long as no significant lease default (as defined under “– Financing 
Modifications through the Lease” below) or lease event of default has occurred and is continuing, we will have the 
right to require the lessor to redeem or refinance the secured notes, in whole but not in part, through the issuance of 
additional secured notes subject to specified conditions in the lease indenture and the participation agreement.  In 
connection with such a refinancing, 

• the additional secured notes may not have a final maturity that is later than the last day of the lease 
term, unless the equity investor consents to a later date; 

• the additional secured notes must be in amounts sufficient to redeem all of the secured notes; 

• appropriate adjustments to basic rent and termination value will be made to ensure that the amounts of 
basic rent and termination value are sufficient to pay principal and interest on the additional secured 
notes when the principal and interest become due and payable; and 

• appropriate legal opinions must be delivered.  

For more information about the redemption price of the secured notes, see “Description of the Secured Notes –
Redemption of Secured Notes – Redemption with Premium.”

Financing Modifications through the Lease

Upon our request, the lessor and the lease indenture trustee agree to cooperate with us to finance the cost of 
any non-severable modifications or required modifications, and, with the consent of the lessor, any severable 
modifications, through the issuance of additional secured notes under the lease indenture.  These additional secured 
notes will rank pari passu with the secured notes and any additional secured notes then outstanding.  The equity 
investor will have the opportunity, but not the obligation, to provide up to ten percent of the funds required to 
finance the cost of the modification by making an additional equity investment in the lessor, but we will not be 
obligated to accept such additional equity investment.  

The lessor’s obligation to finance modifications, however, will be subject to, among others, the following 
conditions: 

• such additional secured notes will not have a final maturity date that is later than the last day of the term of 
the lease unless the equity investor consents to a later date; 

• basic rent and termination values will be appropriately adjusted in accordance with the lease to ensure that 
basic rent payments and termination values will be sufficient to pay principal and interest on the additional 
secured notes when the principal and interest become due and payable; 

• no significant lease default or lease event of default will have occurred and be continuing unless the 
modifications are being constructed in order to cure such lease event of default; 
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• such additional secured notes will be issued in an amount not less than $10 million and will not exceed 
100% of the cost of the modification being financed; and 

• appropriate legal opinions will be delivered. 

As used in this offering circular, a “significant lease default” means any of the following: a failure by us to 
pay basic rent or termination value after the same is due and payable; a failure by us to pay supplemental rent due 
and payable under the transaction documents (other than excepted payments and termination value) in excess of 
$250,000 after the same is due and payable, except to the extent such amounts are the subject of a good faith dispute 
and have not been established to be due and payable; or customary events of bankruptcy, insolvency, whether 
voluntary or involuntary, or other similar events with respect to us which are, or with the passage of time would be, 
a lease event of default.

Sublease

We may further sublease our interest in the facility without the consent of the lessor, the manager of the 
lessor, the lease indenture trustee, the equity investor, the equity lenders or the manager of the equity investor under 
the following conditions: 

• the sublessee must be a solvent corporation, partnership, business trust, limited liability company or 
other person or entity not subject to bankruptcy proceedings, and that is, or has engaged a third party 
that is, experienced in the operation of facilities similar to the facility; 

• the sublease must be subject to and subordinated to the head lease, the lease, the ground lease and the 
ground sublease; 

• all terms and conditions of the lease and the other transaction documents must remain in effect and we 
must remain fully and primarily liable for our obligations under the transaction documents; 

• no significant lease default or lease event of default will have occurred and be continuing at the time of 
such sublease; 

• the sublease prohibits further subletting; and 

• the lien of the lease indenture will not be impaired by the sublease.  

We will be responsible for paying all reasonable documented out-of-pocket expenses of the lessor, the equity 
investor, the manager of the equity investor, the manager of the lessor and the lease indenture trustee in connection 
with such sublease.  

Assignment

We may not assign our interest in the facility under the lease and our ground interest under the ground 
sublease and be released from our obligations under the lease and the transaction documents without the consent of 
the lessor and, so long as the lien of the lease indenture has not been terminated or discharged, the lease indenture 
trustee. 

Insurance

If we are rated less than BBB+ by Standard & Poor’s Ratings Services or Baa1 by Moody’s Investors 
Service, Inc., we will maintain (or cause to be maintained) property and commercial general liability insurance 
coverage for the facility customarily carried by other operators of similar facilities of comparable size as the facility 
and against such loss, damage or liability and with such deductibles as are customarily insured against.  If we are 
required to maintain this insurance, so long as the lien of the lease indenture has not been terminated or discharged, 
this insurance will name the lease indenture trustee as loss payee for claims in excess of $10 million and such 
amounts will be paid to us as and when needed to pay or reimburse us for any construction costs to repair the 
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damage to which such claim relates.  The balance of these proceeds, if any, will be paid to us upon completion of 
such repairs, or applied at our direction to pay termination value or any other amounts payable by us in connection 
with an early buy out in connection with an event of loss. 

Notwithstanding the previous paragraph, if we are insuring other gas-fired, combined cycle generating 
facilities similar to the facility which we own or lease or are self-insuring for third party liability in connection with 
our operation of other facilities owned or leased by us, we will provide property damage or third party liability 
insurance coverage with respect to the facility with terms comparable to the insurance maintained by us for those 
other gas-fired, combined cycle generating facilities.

Liens

We will agree not to, directly or indirectly, create, incur, assume or suffer to exist any liens or other 
encumbrances on the facility, the facility site, the ground interest or our interest in the facility, the facility site or the 
ground interest or in any transaction document, except for permitted liens and encumbrances which include, but are 
not limited to, the following: 

• our interests and the interests of the equity investor, the lessor and the lease indenture trustee under any 
of the transaction documents; 

• liens of the lessor, the equity investor and lease indenture trustee described below; 

• subject to some conditions, liens for taxes not delinquent or being contested in good faith in 
appropriate proceedings; 

• materialmen’s, mechanics’, workers’, repairmen’s, employees’ or other like liens arising in the 
ordinary course of business for amounts either not delinquent or being contested in good faith and by 
appropriate proceedings if adequate reserves with respect thereto are maintained on our books if 
required by generally accepted accounting principles and such proceeding will not involve any danger 
of the sale, forfeiture or loss of any part of the facility or the facility site; 

• liens arising out of judgments or awards against us with respect to which at the time an appeal or 
proceeding is being prosecuted in good faith and will not involve any danger of the sale, forfeiture or 
loss of any part of the facility or the facility site; 

• our reserved rights in the ground interest and release rights in respect of the site set forth in the ground 
lease; 

• utility rights of way and easements; and 

• specified other encumbrances specified on the closing date.

The equity investor, the manager of the equity investor, and the lessor, the manager of the lessor, the trust 
company and the lease indenture trustee will agree not to, directly or indirectly, create, incur, assume or suffer to 
exist any lien or other encumbrance on the facility, the global common facilities, the site or the lessor estate arising 
as a result of the following: 

• claims against or any act or omission of such person or any equity lender that is not related to, or is in 
violation of, any transaction document or the transactions contemplated thereby or that are in breach of 
any covenant or agreement of such person or any equity lender; 

• taxes against such person, any equity lender or any affiliate of such person that are not indemnified by 
us under the transaction documents of such person; or 

• claims against or affecting such person, any equity lender or any affiliate of such person arising out of 
the voluntary or involuntary transfer by such person (other than transfers required by the transaction 
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documents), (i) with respect to the equity investor, the manager of the equity investor, the equity 
lenders and the trust company, of any portion of the equity investor’s membership interest in the lessor, 
(ii) with respect to the lessor, the manager of the lessor and the trust company, of any portion of the 
interest of the trust company, the manager of the lessor, or the lessor in the lessor’s interest in the 
facility, the ground interest and the support agreement, other than pursuant to the transaction 
documents, and, (iii) with respect to the lease indenture trustee, of any portion of the interest of the 
trust company or the lease indenture trustee in the lessor estate.

The equity investor, the manager of the equity investor, the manager of the lessor, the lessor and the trust 
company will not be in breach of this covenant so long as it is diligently contesting the imposition or existence of 
such lien and such lien or contest will not present any material risk of the sale, foreclosure or loss of, or loss of 
priority of the lien on, the lessor estate or any part of the lessor estate or to our rights or, so long as the lien of the 
lease indenture has not been terminated or discharged, the rights of the lease indenture trustee, under the transaction 
documents.

The lessor, the manager of the lessor, and the trust company also will each agree not to, directly or 
indirectly, create, incur, assume or suffer to exist any lien or other encumbrance on the facility, the global common 
facilities, the site or the lessor estate arising as a result of taxes against or affecting the trust company, the manager 
of the lessor or the lessor, or any affiliate of such person that is not related to, or is in violation of, the transaction 
documents or the transactions contemplated thereby.

The lease indenture trustee also will agree not to, directly or indirectly, create, incur, assume or suffer to 
exist any lien or other encumbrance on the facility, the global common facilities, the site or the lessor estate arising 
as a result of taxes against or affecting the lease indenture trustee, or any affiliate thereof that is not related to, or that 
is in violation of, the transaction documents or the transactions contemplated thereby.

Early Termination of the Lease, Events of Loss, and Regulatory Events of Loss

Early Buy Out of the Lease

We may elect to exercise an early buy out of the lease in whole, with respect to the entire facility, or in part, 
with respect to only a relevant portion of the facility (as defined below).  We may exercise an early buy out at any 
time, including after an event of loss or regulatory event of loss and during the occurrence and continuance of a 
significant lease default (as defined under “– Covenants – Financing Modifications through the Lease” above) or 
lease event of default if the lease has not been terminated by the lessor. In connection with a regulatory event of loss, 
we may exercise an early buy out of the lease in whole but not in part.  If we elect to buy out the lease, we will pay 
the lessor the following:  

• the applicable termination value (or portion of the termination value if we exercise a partial early buy 
out with respect to the relevant portion of the facility) on the relevant termination date; 

• any supplemental rent then due and payable;

• any basic rent due on or before the date of the early buy out; and

• other than in respect of an early buy out in connection with an event of loss or a regulatory event of 
loss (subject to the last paragraph of this section “– Early Buy Out of the Lease”), the make whole 
premium due on the secured notes and the equity breakage due in respect of the equity investment.

Upon payment of these amounts:

• basic rent will cease to accrue, in whole, in the case of an early buy out with respect to the entire 
facility, or in part, in the case of a partial early buy out with respect to the relevant portion of the 
facility; 
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• our obligations under the lease will terminate, in whole, in the case of an early buy out with respect to 
the entire facility, or in part, in the case of a partial early buy out with respect to the relevant portion of 
the facility (except for our obligations under the transaction documents that expressly survive 
termination of the lease); 

• the lease and the head lease will terminate, in whole, in the case of an early buy out with respect to the 
entire facility, or in part, in the case of a partial early buy out with respect to the relevant portion of the 
facility;

• the lessor will, at our cost and expense, execute and deliver to us a release or termination of the lease, 
in whole, in the case of an early buy out with respect to the entire facility, or in part, in the case of a 
partial early buy out with respect to the relevant portion of the facility;

• the lessor will transfer to us (on an “as is,” “where is” and “with all faults” basis) the ground interest 
and lessor’s interest in the facility under the head lease and in the support agreement, in whole, in the 
case of an early buy out with respect to the entire facility, or in part, with respect to the relevant portion 
of the facility, in the case of a partial early buy out with respect to the relevant portion of the facility; 
and 

• the lessor will discharge the lien of the lease indenture, in whole, in the case of an early buy out with 
respect to the entire facility, or in part, with respect to the relevant portion of the facility, in the case of 
a partial early buy out with respect to the relevant portion of the facility.  

In connection with an early buy out resulting from an event of loss, a relevant portion of the facility will be 
the unit or units of the facility that suffer an event of loss (as described under “– Events of Loss” below) or the unit 
or units of the facility that are subject to our election to exercise an early buy out, in either case with respect to a 
termination of the lease with respect to less than the entire facility.  In connection with an early buy out with respect 
to the entire facility, we may also elect to replace and exchange the secured notes for TVA power bonds issued 
under the Bond Resolution as described under “Description of the Secured Notes – Exchange of Secured Notes.”  If 
we elect to replace and exchange the secured notes, we will remain obligated to pay the equity portion of the 
applicable termination value to the lessor for distribution to the equity investor.

For an early buy out to be considered an early buy out in connection with an event of loss or a regulatory 
event of loss, we must certify that our early buy out is in connection with one of the following: 

• a regulatory event of loss or an event of loss resulting from the seizure, condemnation or taking of or 
requisition of title to the facility (as described under “– Events of Loss” below); or 

• an event of loss related to loss of or damage to the facility or an insurance settlement based on total 
loss (as described under “– Events of Loss” below) and we have no current intention to rebuild the 
facility or the relevant portion of the facility affected by the event of loss.  

If we deliver this certificate, then the early buy out will constitute an early buy out of the lease in connection with an 
event of loss or a regulatory event of loss, and we will not be required to pay the lessor the make whole premium on 
the secured notes or equity breakage in respect of the equity investment.

Events of Loss

The following events or occurrences will constitute an “event of loss” with respect to any unit or units of 
the facility: 

• loss of a unit or units or use of a unit or units due to destruction or damage to such unit or units, the 
common facilities or the global common facilities that is beyond economic repair or that renders such 
unit or units permanently unfit for normal use; 
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• damage to the unit or units, the common facilities or the global common facilities that results in an 
insurance settlement with respect to such unit or units on the basis of a total loss, or an agreed 
constructive loss or a compromised total loss of such unit or units; and

• seizure, condemnation, confiscation or taking of, or requisition of title to or use of, all or substantially 
all of a unit or units, the common facilities or the global common facilities by a governmental entity, 
which in the case of a requisition of use prevents us from operating or maintaining all or substantially 
all of the facility, such unit or units, or the facility site for a period of 365 days or more following 
exhaustion of all permitted appeals or an election by us not to pursue such appeals.

We will promptly notify the lessor and, so long as the lien of the lease indenture has not been terminated or 
discharged, the lease indenture trustee of any damage to, or other event with respect to, any portion of the facility 
which we reasonably anticipate will cause an event of loss.  If an event of loss occurs we must, no later than 
eighteen months thereafter, notify the lessor and, so long as the lien of the lease indenture has not been terminated or 
discharged, the lease indenture trustee, that we elect to either terminate the lease (in whole or in part) by exercising 
an early buy out of the lease, or, subject to specified conditions, rebuild or replace the facility or relevant portion of 
the facility.  We may only elect to rebuild or replace the facility or relevant portion of the facility in connection with 
an event of loss other than a seizure, condemnation, confiscation, taking or requisition of the facility.  We may only 
elect to terminate the lease with respect to a relevant portion of the facility if the remaining units of the facility will 
continue to be commercially viable in accordance with prudent industry practice.  We may elect to terminate the 
lease regardless of whether we rebuild the facility.  If we fail to make this election, we will be deemed to have 
elected to terminate the lease, in whole, if the event of loss relates to the entire facility, or in part, if the event of loss 
relates to a relevant portion of the facility.  We will be required to pay a make whole premium and equity breakage 
in connection with a termination with respect to an event of loss resulting from damage to or destruction of the 
facility if we do not make the certification that we have no current intention to rebuild the facility (as described 
under “– Early Buy Out of the Lease” above).

If we elect, or are deemed to have elected, to terminate the lease by electing to effect an early buy out of the 
lease, in whole or in part, then on the relevant termination date we will be obligated to pay the corresponding 
termination value (or portion of the termination value if the event of loss only relates to a relevant portion of the 
facility) and other amounts then due and owing as described under “– Early Buy Out of the Lease” above.  If we 
elect to rebuild or replace the facility or affected units, we must begin doing so as soon as reasonably practicable 
after notifying the lessor and, if applicable, the lease indenture trustee of such election and in any event within 
thirty-six months after the event that caused such event of loss.  We must proceed diligently with rebuilding or 
replacing the facility, and within thirty days of the rebuilding or replacement of the facility, we agree to complete the 
documentation that evidences that such rebuilding or replacement is subject to the head lease, the lease and the lien 
of the lease indenture.

Regulatory Events of Loss

A regulatory event of loss means the following: a condition or circumstance where, if elected by the lessor, 
the equity investor or one or more affected equity lenders (by notice to us) within twelve months of obtaining 
knowledge of the event or circumstance causing a regulatory event of loss, the lessor, the equity investor or such 
affected equity lender or equity lenders become subject to rate of return regulation or other applicable public utility 
law or regulation of a governmental authority that, in the reasonable opinion of the lessor, the equity investor or such 
affected equity lender or equity lenders, is materially burdensome to the lessor, the equity investor or such affected 
equity lender or equity lenders and cannot be remedied by cooperation among the parties and the taking of 
reasonable measures to alleviate the source or consequence of any such regulation or law .  

Despite the immediately preceding paragraph, a regulatory event of loss will not have occurred if: 

• the relevant regulation or law is not applicable solely as a result of the participation of the lessor, the 
equity investor or such affected equity lender or equity lenders in the transactions contemplated by the 
transaction documents and instead is a result of other investments, loans, or other business activities of 
the lessor, the equity investor or such affected equity lender or equity lenders or their affiliates or the 
nature of properties or assets owned, held or otherwise available to the lessor, the equity investor or 
such affected equity lender or equity lenders or their affiliates;  
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• the relevant regulation or law is applicable because the lessor, the equity investor or such affected 
equity lender or equity lenders or their affiliates failed to perform routine, administrative or ministerial 
actions which would not have a material adverse consequence on the lessor, the equity investor or such 
affected equity lender or equity lenders or their affiliates; or 

• the lessor or the equity investor or such affected equity lender or equity lenders would continue to be 
subject to such law or regulation even if the lessor terminated the head lease and the lease and 
transferred the facility to us, the equity investor disposed of its membership interest or such affected 
equity lender or equity lenders disposed of its or their equity notes.

We agree to cooperate with the lessor, the equity investor and such affected equity lender or equity lenders to take 
reasonable measures to alleviate the source or consequence of such regulatory event of loss at the cost and expense 
of the party requesting cooperation. 

If a regulatory event of loss occurs, within sixty days of receiving notice of the regulatory event of loss, we 
must elect one of the following: 

• If the event or occurrence giving rise to the regulatory event of loss would be alleviated by transferring 
to us one or more notes issued to the equity lenders by the equity investor (the “equity investor notes”), 
we may purchase the equity investor notes on the next succeeding termination date.  The purchase 
price will be an amount equal to product of the equity portion of the termination value as of such 
termination date multiplied by the percentage of applicable equity investor notes being purchased.  
Upon payment, those equity investor notes will be transferred by appropriate instruments of transfer 
without representations (other than that the note is free and clear of any liens) to us or another person 
designated by us. 

• If the event or occurrence giving rise to the regulatory event of loss would be alleviated by transferring 
one or more equity investor notes to another person, we may pay the equity lender holding the equity 
investor note on the next succeeding termination date the amount, if any, by which (i) the equity 
portion of the termination value, multiplied by the applicable percentage of the equity investor notes 
being purchased, exceeds (ii) the net proceeds of the sale of the equity investor note received by the 
equity lender holding the equity investor note.  If we elect to make this payment, then the holder of the 
applicable equity investor note will sell the equity investor note in such manner, to such person or 
entity and at such price as we direct, at our cost and expense.  If such sale does not occur on or before 
the next succeeding termination date, then we will be deemed to have elected to purchase the equity 
investor note as provided in the preceding paragraph. 

• If the event or occurrence giving rise to such regulatory event of loss would be alleviated by causing 
the equity investor to prepay one or more of the equity investor notes, we may cause the equity 
investor to prepay the applicable equity investor notes by paying to the lessor for distribution to the 
equity investor for prepayment of such equity investor notes on the next succeeding termination date 
an amount equal to the equity portion of the termination value, multiplied by the applicable percentage 
of the equity investor notes being purchased.  As a result, the equity portion of basic rent and 
termination value will be reduced by the product of the equity portion of basic rent or termination 
value, as applicable, multiplied by the applicable percentage of the equity investor notes being 
purchased.  We may only make an election under this paragraph if the total number of equity lenders 
holding equity investor notes being prepaid under this paragraph is less than a majority of the 
aggregate number of all equity lenders to the equity investor and the equity investor notes held by 
those equity lenders are less than a majority of the aggregate outstanding amount of equity investor 
notes of the equity investor.

• If the event or occurrence giving rise to such regulatory event of loss would be alleviated by 
transferring the membership interests of the lessor in whole or in part to another person or entity, we 
may pay the equity investor on the next succeeding termination date the amount, if any, by which the 
equity portion of termination value exceeds the net proceeds of the sale of membership interests of the 
lessor received by the equity investor.  If we elect to make this payment, then the equity investor will 
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sell the membership interests of the lessor in such manner, to such person or entity (which, subject to 
applicable law, may be us) and at such price as we direct, at our cost and expense.  If such sale does 
not occur on or before the next succeeding termination date, then we will be deemed to have elected to 
purchase the membership interests of the lessor and will pay the equity investor an amount equal to the 
equity portion of the termination value, in which case the equity investor will transfer all of its right, 
title and interest in the membership interests of the lessor to us or our designee by appropriate 
instruments of transfer without representations to us or any other person.  

• We may terminate the lease (in whole but not in part) by electing an early buy out of the lease as 
described under “– Early Buy Out of the Lease” above. 

Special Lessee Transfer

We may, in connection with our exercise of an early buy out of the lease in whole, in lieu of paying the 
equity portion of termination value, upon not less than thirty days’ written notice to the equity investor and the lease 
indenture trustee, require all of the equity investor’s membership interests in the lessor to be transferred to our 
designee on the applicable termination date specified in such notice (a “special lessee transfer”).  Any such special 
lessee transfer will be subject to the membership interest transfer restrictions applicable to the equity investor in the 
participation agreement.

If we elect to exercise such special lessee transfer option, we will pay the equity investor the sum of the 
following: the equity portion of termination value due on such termination date, plus any unpaid equity portion of 
basic rent due on or before such termination date, plus equity breakage, plus all rent payments then due and payable 
to the equity investor on such termination date. Upon payment of these amounts, we will cease to have any liability 
to the equity investor with respect to the transaction documents, except for obligations (including indemnity 
obligations) that expressly survive under the transaction documents or have accrued but are unpaid, and the equity 
investor will transfer its membership interest in the lessor to our designee. 

At the time of the special lessee transfer, the following must be satisfied:

• The equity investor and the equity lenders must not suffer any economic detriment as a result of such 
special lessee transfer (as compared to the economic detriment had we exercised our right to an early 
buy out in accordance with the lease).

• The lease indenture trustee must receive an opinion from legal counsel reasonably acceptable to the 
lease indenture trustee to the effect that following the special lessee transfer, our obligations under the 
lease remain our legal, valid and binding obligations and the special lessee transfer does not adversely 
affect the payment priority of basic rent under the Bond Resolution.

• The lease indenture trustee must receive an opinion from legal counsel reasonably acceptable to the 
lease indenture trustee, addressed to the lease indenture trustee, to the effect the special lessee transfer 
would not result in a holder of the secured notes (including any beneficial owner) being subject to U.S. 
federal income tax on a different amount, in a different manner or at a different time as would have 
been the case if such exchange had not occurred unless we have delivered a copy of an IRS private 
letter ruling to that effect or delivered a tax indemnity undertaking for the benefit of the holders of the 
secured notes, in each case reasonably satisfactory to the lease indenture trustee.  

• The rating agencies that then rate the secured notes must confirm that such special lessee transfer will 
not result in the secured notes having a rating less than the rating of the secured notes immediately 
prior to such special lessee transfer. 

• We will pay all reasonable costs and expenses of the transaction parties (including reasonable 
attorneys’ fees and disbursements) in connection with any special lessee transfer. 

Subsequent to a special lessee transfer, the lease will continue in full force and effect in accordance with its terms.
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Environmental Covenant

No later than three business days after the closing date, we will promptly commence the selection of a 
nationally recognized environmental consulting or environmental engineering firm (the “environmental firm”) to 
perform a phase I environmental site assessment with respect to the facility site (the “phase I environmental site 
assessment”).  We will cause the environmental firm to commence the phase I environmental site assessment within 
forty-five days following the closing date, and to commence a phase II environmental site assessment with respect to 
the facility site (the “phase II environmental site assessment”) within forty-five days following the delivery of the 
environmental firm’s final report with respect to the phase I environmental site assessment that recommends 
conducting a phase II environmental site assessment.  We will also cause the environmental firm to distribute to the 
equity lenders a copy of the environmental firm’s final report with respect to the phase I or the phase II 
environmental site assessment promptly following completion of the report.  The phase I environmental site 
assessment is required to be completed within 180 days following the closing date.

We will remediate any environmental conditions identified with respect to the facility site that we are 
required to remediate under applicable law within eighteen months following the closing date.  This eighteen-month 
period may be extended for up to an additional eighteen months so long as we are diligently pursuing remediation 
pursuant to our own plan or, if required, pursuant to a plan that has received approval from a governmental entity 
with jurisdiction over the remediation.  Additionally, we may in good faith and by appropriate proceedings, 
diligently contest the validity or application of that applicable law in any reasonable manner which does not involve 
any material risk of foreclosure, sale, forfeiture or loss of, or imposition of a material lien on the facility or any 
impairment of the use, operation or maintenance of the facility in any material respect, or any criminal or material 
civil liability being imposed on the manager of the lessor, the equity investor, the manager of the equity investor, 
any equity lender, the lessor, the lease indenture trustee or any holder of the secured notes.  In any event, we will 
remediate any environmental conditions described above within thirty-six months following the closing date, unless 
the equity investor grants an extension, which may not be unreasonably withheld or delayed.

Lease Events of Default

Events of default under the lease will include only the following events (each, a “lease event of default”):

• We fail to make a payment of basic rent or termination value after the same is due and such failure has 
continued for five business days after the same becoming due and payable.

• We fail to pay any amount of supplemental rent (other than termination value and, unless the equity 
investor declares a default with respect to excepted payments, excepted payments) after such 
supplemental rent is due and such failure has continued for a period of thirty days after our receipt of 
written notice of such default from the manager of the lessor, the lessor or the lease indenture trustee. 

• We fail to perform or observe in any material respect any covenants, obligations or agreements to be 
performed by us under the lease, participation agreement, ground lease, ground sublease and head 
lease and that failure continues for sixty days after receipt by us of written notice of such failure from 
the manager of the lessor (acting at the direction of the equity investor) or the lease indenture trustee, 
except that if such failure cannot be remedied within such sixty-day period, the period within which to 
remedy such failure will be extended for up to an additional 270 days so long as we diligently pursue a 
remedy and such failure is capable of being remedied within such additional 270-day period.  
However, in the case of our obligation to maintain the facility in accordance with prudent industry 
practice and in compliance with applicable law, if, to the extent and for so long as a test, challenge, 
appeal or proceeding is prosecuted in good faith by us, our failure to comply with such requirement 
will not constitute a lease event of default if such test, challenge, appeal or proceeding does not involve 
any material risk of foreclosure, sale, forfeiture or loss of, or imposition of a lien on, the facility, the 
impairment of the use, operation or maintenance of the facility in any material respect, or any criminal 
liability being incurred by, or any material adverse effect on the interests of, the manager of the lessor, 
any noteholder, the equity investor, the equity lenders, the manager of the equity investor, the lessor, or 
the lease indenture trustee, including, subjecting the equity investor or the lessor to regulation as a 
public utility under applicable law.  In addition, in the case of our maintenance obligation under the 
lease, if the noncompliance is not of a type that can be immediately remedied, the failure to comply 
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will not be a lease event of default if we are taking all reasonable action to remedy such 
noncompliance and if such noncompliance will not involve any material risk described in the 
preceding sentence.

• Any representation or warranty made by us in the transaction documents (other than the construction 
management agreement and the equity note purchase documents) proves to have been incorrect in any 
material respect when made and continues to be material and unremedied for a period of sixty days 
after receipt by us of written notice of such incorrectness from the equity investor or the lease 
indenture trustee. However, if such condition cannot be remedied within such sixty-day period, then 
the period within which to remedy such condition will be extended up to an additional 270 days, so 
long as we diligently pursue such remedy and such condition is reasonably capable of being remedied 
within such additional 270-day period.  

• A customary event of bankruptcy, insolvency or other similar event has occurred with respect to us. 

• We repudiate or disaffirm the validity or enforceability of the lease, the head lease or the ground lease.

• During any period when there shall exist an “Event of Default” under and as defined in the Bond 
Resolution, we fail to complete an environmental site assessment or fail to remediate an environmental 
condition required to be remediated under applicable law required as described under “–
Environmental Covenant” above and whether or not the time periods described under “–
Environmental Covenant” above have elapsed (an “environmental default”).

Remedies

Upon the occurrence and continuance of any lease event of default, the lessor may, at its option, declare the 
lease to be in default by written notice to us (except that the lease will automatically be in default if a bankruptcy 
default occurs).  The lessor may at any time thereafter, so long as we have not remedied all outstanding lease events 
of default, exercise one or more of the remedies set forth in the lease, either at law or in equity, including seeking 
specific performance of our obligations under the lease and the other transaction documents by appropriate court 
actions, or recovering damages for breach of our obligations under the transaction documents, including recovery of 
all rent then due and unpaid.  However, in connection with such action or actions, except as provided in the 
paragraph immediately below, the lessor may not seek termination of the lease or any other transaction document, 
dispossession of the facility or acceleration of amounts not yet due and payable under the lease or any other 
transaction document.  Notwithstanding the foregoing, the only remedy for an environmental default when no other 
lease event of default has occurred and is continuing is described in “– Special Environmental Remedy” below.

On a date no earlier than 180 days after the occurrence of a lease event of default resulting (in whole or in 
part) from a failure by us to pay basic rent or termination value or make any payment of supplemental rent under the 
transaction documents (other than excepted payments unless the equity investor declares a default with respect to 
excepted payments) when due and payable, as described in the first and second bullets under “ – Lease Events of 
Default” above, or immediately upon the occurrence of a lease event of default relating to customary events of 
bankruptcy, insolvency or similar events with respect to us or repudiation by us of the head lease, the lease, or the 
ground lease, as described in the fifth and sixth bullets under “– Lease Events of Default” above, and for so long as 
such event of default has not been remedied, the lessor may, subject to applicable law, undertake any of the 
following: 

• The lessor may terminate the lease, by written notice to us, whereupon all our right to the possession 
and use of the facility will cease and terminate, and may demand that, at our expense, we deliver 
possession of the facility to the lessor in accordance with the return provisions of the lease; and the 
lessor may then hold, possess and enjoy the facility, free from any of our rights, or the rights of any of 
our successors or assigns, to use the facility for any purpose whatsoever.

• The lessor may sell its interest in the facility at a public or private sale, as the lessor may determine, 
free and clear of any of our rights and without any duty to account to us with respect to such sale or for 
the proceeds of such sale (unless the lessor elects to exercise its rights under the last bullet in this 
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paragraph and as required by applicable law).  In the case of a sale, our obligation to pay basic rent for 
any subsequent periods will terminate (except to the extent that basic rent is to be included in 
computations relating to the remedies in the fourth and fifth bullets below in this paragraph if the 
lessor elects to exercise its rights under those paragraphs).

• The lessor may hold, keep idle or lease to others the facility as the lessor in its sole discretion may 
determine, free and clear of any of our rights under the lease and without any duty to account to us 
with respect to its action or inaction or for any proceeds with respect thereto.  However, our obligation 
to pay basic rent due for any subsequent periods will be reduced by the net proceeds, if any, received 
by the lessor from subleasing the facility to any person other than us.

• Whether or not the lessor has exercised, or thereafter at any time exercises, any of its rights under the 
first bullet in this paragraph, the lessor may specify, by written notice to us, a termination date that is 
not earlier than thirty days after the date of such notice and require us to pay on the termination date 
any unpaid basic rent due on or before the termination date, any supplemental rent due and payable as 
of the termination date, plus, as liquidated damages for loss of a bargain and not as a penalty (in lieu of 
the basic rent due after the termination date), an amount equal to the excess, if any, of the termination 
value computed as of the applicable termination date over the fair market sales value of the lessor’s 
interest in the facility as of the applicable termination date (the “FMV net termination value”).  Upon 
payment of the FMV net termination value, the lease and our obligation to pay basic rent for any 
periods subsequent to the date of such payments will terminate. 

• If the lessor sells its interest in the facility pursuant to the second bullet in this paragraph, the lessor 
may demand that we pay it, and we will pay to the lessor, as liquidated damages for loss of a bargain 
and not as a penalty (in lieu of the basic rent due after the date of such sale), an amount equal to (i) any 
unpaid basic rent  and supplemental rent due on or before the date of such sale, (ii) if that date is not a 
termination date, the daily equivalent of basic rent for the period from the preceding termination date 
to the date of such sale, and (iii) the amount, if any, by which the termination value for the facility 
computed as of the termination date next preceding the date of such sale or, if such sale occurs on a 
rent payment date or a termination date then computed as of such date, exceeds the proceeds of the sale 
of the facility net of all the costs and expenses incurred by or on behalf of the lessor or the lease 
indenture trustee in connection with or otherwise attributable to such sale (the “sale net termination 
value”).  Upon payment of such amount, the lease and our obligation to pay basic rent for any periods 
subsequent to the date of such payment will terminate.

Special Environmental Remedy

In connection with the exercise of remedies as a result of an environmental default described under “–
Lease Events of Default” above, the lessor will have any remedies available to the holders of debt obligations 
outstanding under the Bond Resolution and, if no other lease event of default then exists, to the exclusion of any 
remedies available to the lessor under the lease described under “– Remedies” above.

Termination Payment Term Out

As set forth in the fourth and fifth bullets in the second paragraph under “– Remedies” above, we may be 
required to pay either the FMV net termination value or the sale net termination value as a result of specified events 
of default related to our failure to pay basic rent or other supplemental rent or bankruptcy events.  We refer to these 
amounts, as applicable, as “net termination value.”  If the lessor elects the remedies in the fourth or fifth bullet in the 
second paragraph under “– Remedies” above, and we are required to pay net termination value (along with other 
amounts due and owing as a result of an event of default), we may elect (by notice to the lessor, manager of the 
lessor and lease indenture trustee, given as described below) to pay the lessor the net termination value in three 
equal installments payable on the first, second and third anniversaries of the date of such notice (each a “term-out 
payment date”).  We will also be required to pay interest on the net termination amount accruing from the date on 
which the net termination value was due and payable at a rate on the debt portion of the net termination value equal 
to the “debt rate” and at the rate on the equity portion of the net termination value equal to 9.10%.
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To determine the “debt rate,” the debt portion of the net termination value will be divided proportionally 
into amounts corresponding to each of the secured notes and any series of additional secured notes.  Such amounts 
will be determined by multiplying the debt portion of net termination value by a fraction the numerator of which is 
the outstanding principal amount of the secured notes or series of additional secured notes, as applicable, and the 
denominator of which is the aggregate outstanding principal amount of the secured notes and each series of 
additional secured notes.  The debt rate with respect to each portion of the debt portion of net termination value will 
be the interest rate of the secured notes or any series of additional secured notes that corresponds to each such 
portion of the debt portion of net termination value plus 2.00%.  

We may only elect to pay net termination value in installments within thirty days of the lessor’s notice of 
its intent to exercise the remedies set forth in the fourth or fifth bullet in the second paragraph under “– Remedies” 
above, as applicable, and upon delivery of a notice in which we certify that the issuance of “evidences of 
indebtedness” under the Bond Resolution is legally impossible or commercially unreasonable at such time in an 
amount sufficient to pay net termination value when due. Upon the delivery of this notice, we must pay the net 
termination value as provided above, and the lease and our obligation to pay basic rent for any periods subsequent to 
the date of the delivery of our notice will terminate.  

If we fail to timely deliver the notice of our election to pay the net termination value in installments, fail to 
certify that the issuance of evidences of indebtedness under the Bond Resolution remains legally impossible or 
commercially unreasonable concurrently with our payment of an installment then due and payable on any term-out 
payment date or fail to pay any installment of the net termination value then due and payable within ten business 
days of the applicable term-out payment date, then in each case any unpaid net termination value will immediately 
become due and payable and the lessor may exercise any remedies available to it in accordance with applicable law.  
Our obligation to pay net termination value will survive termination of the lease.

So long as the lien of the lease indenture has not been discharged, we will pay all installments of net 
termination value to the lease indenture trustee. Under the lease indenture, if the amounts we pay with respect to an 
installment of net termination value equal or exceed the amounts that we are required to pay, the lease indenture 
trustee will pay to each holder of the secured notes, ratably and without preference, an amount equal to the debt 
portion of the net termination value in the proportion that the aggregate amount of secured notes held by a holder 
and any unpaid interest thereon bears to the aggregate unpaid principal amount of the secured notes and the 
aggregated unpaid interest thereon.  The lease indenture trustee will then pay the lessor, for distribution to the equity 
investor, the equity portion of the net termination value with any excess held by the lease indenture trustee as 
security.

If the amounts we pay with respect to an installment of net termination value are less than the amounts that 
we are required to pay, the lease indenture trustee will pay to each holder of the secured notes, ratably and without 
preference, an amount equal to the debt portion of the net termination value in the proportion that the aggregate 
amount of secured notes held by a holder and any unpaid interest thereon bears to the aggregate unpaid principal 
amount of the secured notes and the aggregate unpaid interest thereon.  The lease indenture trustee will then pay the 
lessor the balance, except that if the relevant term out payment date relates to the first or second installment of net 
termination value, the lease indenture trustee will hold the balance of the net termination value payment as security 
for the payment of all the remaining installments and will only be required to pay such balance to the lessor if the 
lease indenture trustee fails to begin exercising dispossessory remedies within ninety days from receipt of such 
payment under the lease indenture.

Lessor’s Right to Perform

Subject to the provisions of the last sentence of this paragraph, if we fail to make any payment required to 
be made under the lease or to perform or comply with any other obligations under the lease and such failure 
continues for ten days after notice of our failure, the lessor may make such payment or perform or comply with such 
obligation in a reasonable manner.  If we fail to make any payment of basic rent when due, and if such failure will 
not constitute the fourth consecutive such failure or the seventh cumulative failure, the lessor may, at its option, 
subject to the terms of the lease indenture, pay to the lease indenture trustee an amount equal to the principal of and 
premium, if any, and interest on the secured notes then due together with any past due interest, and such payment 
will be deemed to have cured any lease indenture event of default that would have otherwise arisen.  
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Support Agreement

On the closing date, we will enter into an agreement with the lessor referred to as the “support agreement,” 
which is designed to provide the lessor (or its assignee or transferee or any other person having possession or control 
of the facility) (the “facility user”) the additional rights and services that are necessary for the lessor to operate and 
maintain the facility in the event that the lease is terminated and possession of the facility is returned to the lessor.  
The support agreement will provide for the following: the appointment of us as the operator of the global common 
facilities after termination or expiration of the lease where possession of the facility is transferred to the lessor; the 
terms under which we will operate and maintain the global common facilities; and the facility user’s share of costs 
in connection with the operation and maintenance of the global common facilities.  In addition, the support 
agreement will allow the facility user to designate us as operator of the facility during that period and will also 
establish our obligations to operate and maintain, modify, insure, schedule and provide access to the facility, as well 
as the facility user’s share of costs in connection with the operation and maintenance of the facility by us.  In 
connection with the lessor’s operation of the facility under the support agreement, we will also agree in the support 
agreement to provide transmission service over our transmission facilities to points of interconnection in accordance 
with our then effective TVA Transmission Service Guidelines or successor tariff of general applicability governing 
transmission services over our transmission system.  We will also agree to negotiate in good faith an interconnection 
agreement, subject to specified conditions, to provide for the continued safe and reliable interconnection of the 
facility with our transmission system on a non-discriminatory basis under our then current transmission tariff.  If at 
any time we cease to be the operator of the facility, we will use commercially reasonable efforts to transfer, 
sublicense or otherwise convey to the facility user the right to use any and all intellectual property in our possession 
which is necessary for the operation and maintenance of the facility, subject to any restrictions on our ability to 
transfer, sublicense or otherwise convey such intellectual property.

The support agreement will terminate upon the expiration or earlier termination of the ground lease or, if 
earlier, the final shutdown of the facility in accordance with the terms set forth in the support agreement.  

Effect of the Federal Bankruptcy Code

As a corporate agency and instrumentality of the United States of America, we may not be a debtor for 
purposes of the Bankruptcy Reform Act of 1978.  As a result, a claim for damages in the event of a default by us 
under the lease is not subject to the claims limitations imposed by the Bankruptcy Reform Act of 1978.
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CERTAIN U.S. FEDERAL INCOME TAX CONSIDERATIONS

The following discussion summarizes certain U.S. federal income tax considerations generally applicable 
to holders of the secured notes that acquire their secured notes in the initial offering.  The discussion below is based 
upon laws, regulations, rulings, and decisions in effect and available on the date of this offering circular, all of which 
are subject to change, possibly with retroactive effect.  Prospective investors should note that no rulings have been 
or are expected to be sought from the U.S. Internal Revenue Service (the “IRS”) with respect to any of the U.S. 
federal income tax consequences discussed below, and no assurance can be given that the IRS will not take contrary 
positions.  Further and except as otherwise provided under this section “Certain U.S. Federal Income Tax 
Considerations,” the following discussion does not deal with all U.S. federal income tax consequences applicable to 
any given investor, nor does it address the U.S. federal income tax considerations applicable to categories of 
investors some of which may be subject to special taxing rules (regardless of whether or not such persons constitute 
U.S. Holders) (as defined below), such as certain U.S. expatriates, banks, REITs, RICs, insurance companies, tax-
exempt organizations, dealers or traders in securities or currencies, partnerships, S corporations, estates and trusts, 
investors that hold their secured notes as part of a hedge, straddle or an integrated or conversion transaction, or 
investors whose “functional currency” is not the U.S. dollar.  Furthermore, it does not address (i) alternative 
minimum tax consequences or (ii) the indirect effects on persons who hold equity interests in a holder.  In addition, 
this summary generally is limited to investors that acquire their secured notes pursuant to this offering for the issue 
price that is applicable to such secured notes (i.e., the price at which a substantial amount of the secured notes are 
sold to the public for money) and who will hold their secured notes as “capital assets” within the meaning of Section 
1221 of the Code.  

As used in this section “Certain U.S. Federal Income Tax Considerations,” “U.S. Holder” means a 
beneficial owner of a secured note that for U.S. federal income tax purposes is an individual citizen or resident of 
the United States, a corporation or other entity taxable as a corporation created or organized in or under the laws of 
the United States or any state of the United States (including the District of Columbia), an estate the income of 
which is subject to U.S. federal income taxation regardless of its source, or a trust where a court within the United 
States is able to exercise primary supervision over the administration of the trust and one or more United States 
persons (as defined in the Code) have the authority to control all substantial decisions of the trust (or a trust that has 
made a valid election under U.S. Treasury Regulations to be treated as a domestic trust).  As used in this section 
“Certain U.S. Federal Income Tax Considerations,” “Non-U.S. Holder” generally means a beneficial owner of a 
secured note (other than a partnership) that is not a U.S. Holder.  If a partnership holds secured notes, the tax 
treatment of such partnership or a partner in such partnership generally will depend upon the status of the partner 
and upon the activities of the partnership.  Partnerships holding secured notes, and partners in such partnerships, 
should consult their own tax advisors regarding the tax consequences of an investment in the secured notes 
(including their status as U.S. Holders or Non-U.S. Holders).

U.S. Holders 

Contingent Payments 

In certain circumstances the lessor may be required to redeem the secured notes, in whole but not in part, 
by paying the aggregate principal amount plus accrued and unpaid interest plus a make whole premium.  See 
“Description of the Secured Notes – Redemption of Secured Notes – Redemption with Premium.”  Under U.S. 
Treasury Regulations regarding notes issued with original issue discount (“OID”), if based on all the facts and 
circumstances as of the date on which the secured notes are issued there is a remote likelihood that a contingent 
redemption option will be exercised, it is assumed that such redemption will not occur.  The lessor believes for this 
purpose, that as of the expected issue date of the secured notes, the likelihood of such events occurring is remote.  
The lessor’s determination is not binding on the IRS, and if the IRS were to challenge this determination, U.S. 
Holders may be required to accrue income on secured notes that they own in excess of stated interest, and to treat as 
ordinary income rather than capital gain any income realized on the taxable disposition of secured notes before the 
resolution of the contingency. In the event that any of these contingencies were to occur, it would affect the timing 
and character of the income that such U.S. Holders recognize.  U.S. Holders should consult their tax advisors 
regarding the potential application to the secured notes of the contingent payment debt instrument rules and the 
consequences of those rules.
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Interest

Interest on the secured notes will not be exempt from federal taxation.  If you are a U.S. Holder, interest 
paid on a secured note will be includible in your gross income as ordinary interest income in accordance with your 
usual method of tax accounting.  

Sale, Exchange, or Retirement

If you are a U.S. Holder, upon the sale, exchange or retirement of a secured note, you will recognize 
taxable gain or loss equal to the difference, if any, between the amount realized on the sale, exchange or retirement, 
other than accrued but unpaid interest which will be taxable as such, and your adjusted tax basis in the secured note.  
A U.S. Holder’s adjusted tax basis in a secured note generally will equal the cost of the secured note to such U.S. 
Holder.  Any such gain or loss generally will be capital gain or loss.  If you are a noncorporate U.S. Holder, the 
maximum marginal U.S. federal income tax rate applicable to the gain will be lower than the maximum marginal 
U.S. federal income tax rate applicable to ordinary income if your holding period for the secured notes exceeds one 
year.  The deductibility of capital losses is subject to limitations.

As noted under “Description of the Secured Notes – Exchange of Secured Notes,” if no significant lease 
default (as defined under “Summary Description of the Lease and Other Transaction Documents – Covenants –
Financing Modifications through the Lease”) or lease event of default has occurred and is continuing after giving 
effect to the assumption, upon the termination of the lease as a result of the election by us of any early buy out of the 
lease, or an event of loss or a regulatory event of loss (as defined above), we will have the option to assume the 
lessor’s obligations under the lease indenture, including the secured notes, on a fully recourse basis by exchanging 
TVA power bonds for the secured notes, but any such assumption is conditioned on the lease indenture trustee 
receiving an opinion of our counsel reasonably satisfactory to the lease indenture trustee to the effect that the 
replacement and exchange of TVA power bonds for the secured notes would not result in a direct or indirect holder 
of the secured notes (including any beneficial owner) being subject to U.S. federal income tax on a different amount, 
in a different manner or at a different time as would have been the case if such exchange had not occurred unless we 
have delivered a copy of an IRS private letter ruling to such effect or delivered a tax indemnity undertaking for the 
benefit of the holders of the secured note (as further described in the lease indenture), in each case reasonably 
satisfactory to the lease indenture trustee.

Non-U.S. Holders

Subject to the discussion below under the heading “– U.S. Backup Withholding Tax and Information 
Reporting,” if you are a Non-U.S. Holder that is not (i) a controlled foreign corporation, as such term is defined in 
the Code, which is related to John Sevier Combined Cycle Generation LLC through stock ownership, (ii) a person 
owning, actually or constructively, ten percent or more of the capital or profits interests in John Sevier Combined 
Cycle Generation LLC or (iii) a bank which acquires its secured note in consideration of an extension of credit made 
under a loan agreement entered into in the ordinary course of business, payments of principal of, and interest on, any 
secured note to you will not be subject to U.S. withholding tax provided that you are the beneficial owner of the 
secured note and you provide certification completed in compliance with applicable statutory and regulatory 
requirements, which requirements are discussed below under the heading “U.S. Backup Withholding Tax and 
Information Reporting,” or an exemption is otherwise established.

Subject to the discussion below under the heading “– U.S. Backup Withholding Tax and Information 
Reporting,” if you are a Non-U.S. Holder, any gain realized by you upon the sale, exchange or retirement of a 
secured note generally will not be subject to U.S. federal income tax, unless such gain is effectively connected with 
your conduct of a trade or business in the United States; or if you are an individual, you are present in the United 
States for 183 days or more in the taxable year of such sale, exchange or retirement and certain other conditions are 
met.

U.S. Backup Withholding Tax and Information Reporting

U.S. information reporting and “backup withholding” requirements apply to certain payments of principal 
of, and interest on, the secured notes, and to proceeds from the sale, exchange, redemption, retirement or other 
disposition of a secured note, to certain noncorporate holders of secured notes that are United States persons.  Under 
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current U.S. Treasury Regulations, payments of principal and interest on any secured note to a holder that is not a 
United States person will not be subject to backup withholding tax requirements if the beneficial owner of the 
secured note or a financial institution holding the secured note on behalf of the beneficial owner in the ordinary 
course of its trade or business provides an appropriate certification to the payor and the payor does not have actual 
knowledge that the certification is false.  If a beneficial owner provides the certification, the certification must give 
the name and address of such owner, state that such owner is not a United States person, or, in the case of an 
individual, that such owner is neither a citizen nor a resident of the United States, and the owner must sign the 
certificate under penalties of perjury.  If a financial institution, other than a financial institution that is a qualified 
intermediary, provides the certification, the certification must state that the financial institution has received from 
the beneficial owner the certification set forth in the preceding sentence, set forth the information contained in such 
certification, and include a copy of such certification, and an authorized representative of the financial institution 
must sign the certificate under penalties of perjury.  A financial institution generally will not be required to furnish 
to the IRS the names of the beneficial owners of the secured notes that are not United States persons and copies of 
such owners’ certifications where the financial institution is a qualified intermediary that has entered into a 
withholding agreement with the IRS under applicable U.S. Treasury Regulations.  

In the case of payments to a foreign partnership, foreign simple trust or foreign grantor trust, other than 
payments to a foreign partnership, foreign simple trust or foreign grantor trust that qualifies as a withholding foreign 
partnership or a withholding foreign trust within the meaning of applicable U.S. Treasury Regulations and payments 
to a foreign partnership, foreign simple trust or foreign grantor trust that are effectively connected with the conduct 
of a trade or business within the United States, the partners of the foreign partnership, the beneficiaries of the foreign 
simple trust or the persons treated as the owners of the foreign grantor trust, as the case may be, will be required to 
provide the certification discussed above in order to establish an exemption from withholding and backup 
withholding tax requirements.  The current backup withholding tax rate is twenty-eight percent (subject to future 
adjustment).

In addition, if the foreign office of a foreign “broker,” as defined in applicable U.S. Treasury Regulations, 
pays the proceeds of the sale of a secured note to the seller of the secured note, backup withholding and information 
reporting requirements will not apply to such payment provided that such broker derives less than fifty percent of its 
gross income for specified periods from the conduct of a trade or business within the United States, is not a 
controlled foreign corporation, as such term is defined in the Code, and is not a foreign partnership (i) one or more 
of the partners of which, at any time during its tax year, are U.S. persons (as defined in U.S. Treasury Regulations 
Section 1.441-1(c)(2)) who, in the aggregate hold more than fifty percent of the income or capital interest in the 
partnership or (ii) which, at any time during its tax year, is engaged in the conduct of a trade or business within the 
United States.  Moreover, the payment by a foreign office of other brokers of the proceeds of the sale of a secured 
note, will not be subject to backup withholding unless the payer has actual knowledge that the payee is a U.S. 
person.  Principal and interest so paid by the U.S. office of a custodian, nominee or agent, or the payment by the 
U.S. office of a broker of the proceeds of a sale of a secured note, is subject to backup withholding requirements 
unless the beneficial owner provides the nominee, custodian, agent or broker with an appropriate certification as to 
its non-U.S. status under penalties of perjury or otherwise establishes an exemption.

THE FOREGOING SUMMARY IS INCLUDED HEREIN FOR GENERAL INFORMATION ONLY 
AND DOES NOT DISCUSS ALL ASPECTS OF U.S. FEDERAL INCOME TAXATION THAT MAY BE 
RELEVANT TO A PARTICULAR HOLDER OF SECURED NOTES IN LIGHT OF THE HOLDER’S 
PARTICULAR CIRCUMSTANCES AND INCOME TAX SITUATION.  PROSPECTIVE INVESTORS ARE 
URGED TO CONSULT THEIR OWN TAX ADVISORS AS TO ANY TAX CONSEQUENCES TO THEM 
FROM THE PURCHASE, OWNERSHIP AND DISPOSITION OF SECURED NOTES, INCLUDING THE 
APPLICATION AND EFFECT OF STATE, LOCAL, FOREIGN AND OTHER TAX LAWS.

CIRCULAR 230:  UNDER 31 C.F.R. PART 10, THE REGULATIONS GOVERNING PRACTICE 
BEFORE THE IRS (CIRCULAR 230), JOHN SEVIER COMBINED CYCLE GENERATION LLC AND 
ITS TAX ADVISORS ARE (OR MAY BE) REQUIRED TO INFORM PROSPECTIVE INVESTORS 
THAT:

• ANY ADVICE CONTAINED HEREIN IS NOT INTENDED OR WRITTEN TO BE USED, AND 
CANNOT BE USED, BY ANY TAXPAYER FOR THE PURPOSE OF AVOIDING PENALTIES 
THAT MAY BE IMPOSED ON THE TAXPAYER;
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• ANY SUCH ADVICE IS WRITTEN TO SUPPORT THE PROMOTION OR MARKETING OF 
THE SECURED NOTES AND THE TRANSACTIONS DESCRIBED HEREIN; AND

• EACH TAXPAYER SHOULD SEEK ADVICE BASED ON THE TAXPAYER’S PARTICULAR 
CIRCUMSTANCES FROM AN INDEPENDENT TAX ADVISOR.
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CERTAIN ERISA CONSIDERATIONS

Any person who intends to use “plan assets” (as discussed below) to purchase the secured notes should 
consult with its counsel with respect to the potential consequences of such investment under the fiduciary 
responsibility provisions of ERISA, and the prohibited transaction provisions of ERISA and the Code.

ERISA and the Code impose requirements on employee benefit plans, certain other retirement plans and 
arrangements, including individual retirement accounts and annuities, and any entity holding the assets of any such 
plan, account, or annuity (such as a bank common investment fund or an insurance company general or separate 
account) that are subject to Title I of ERISA or Section 4975 of the Code (collectively, the “Plans”).  Generally, a 
person who exercises discretionary authority or control with respect to the assets of a Plan will be considered a 
fiduciary of the Plan under ERISA.  Before investing in a secured note, a Plan fiduciary should determine whether 
such investment is permitted under the Plan document and the instruments governing the Plan and is appropriate for 
the Plan in view of its overall investment policy and the composition and diversification of its portfolio, taking into 
account the limited liquidity of the certificates.

In addition, Section 406 of ERISA and Section 4975(c) of the Code prohibit a wide range of transactions 
(“Prohibited Transactions”) involving the assets of a Plan and persons who have specified relationships to the Plan 
(“parties in interest” within the meaning of ERISA or “disqualified persons” within the meaning of the Code).  Thus, 
a Plan fiduciary considering an investment in the secured notes should also consider whether such investment might 
constitute or give rise to a Prohibited Transaction under ERISA or Section 4975 of the Code for which no exemption 
(as discussed below) is available.

Under Section 2510.3-101 of the U.S. Department of Labor (the “DOL”) regulations, as modified by 
Section 3(42) of ERISA (the “DOL Regulations”), in general, when a Plan acquires an equity interest in an entity 
and such interest does not represent a “publicly offered security” or a security issued by an investment company 
registered under the Investment Company Act of 1940, as amended, the Plan’s assets include both the equity interest 
and an undivided interest in each of the underlying assets of the entity, unless it is established that either the entity is 
an “operating company” or equity participation in the entity by benefit plan investors is not “significant.”  In 
general, an “equity interest” is defined under the DOL Regulations as any interest in an entity other than an 
instrument that is treated as indebtedness under applicable local law and that has no substantial equity features.  
Although there is no direct authority on point, we believe that the secured notes should not be treated as equity 
interests in the lessor under the DOL Regulations.

A Prohibited Transaction could be treated as exempt under ERISA and Section 4975 of the Code if the 
secured notes were acquired, held or disposed of pursuant to and in accordance with one or more statutory or 
administrative exemptions.  Among the administrative exemptions (each, a “Prohibited Transaction Class 
Exemption” or “PTCE”) are PTCE 75-1, Part II (an exemption for principal transactions involving securities 
between Plans and registered broker dealers (such as the initial purchaser)), PTCE 84-14 (an exemption for 
transactions determined by “qualified professional asset managers”), PTCE 90-1 (an exemption for  transactions 
involving insurance company pooled separate accounts), PTCE 91-38 (an exemption for certain transactions 
involving bank collective investment funds), PTCE 95-60 (an exemption for transactions involving insurance 
company general accounts) and PTCE 96-23 (an exemption for transactions determined by an “in-house asset 
manager”).  In addition to the class exemptions listed above, there is a statutory exemption under Section 408(b)(17) 
of ERISA and Section 4975(d)(20) of the Code for Prohibited Transactions between a Plan and a person or entity 
that is a party in interest or disqualified person to such Plan solely by reason of providing services to the Plan (other 
than a party in interest or disqualified person that is a fiduciary, or its affiliate, that has or exercises discretionary 
authority or control or renders investment advice with respect to the assets of the Plan involved in the transaction); 
provided that there is adequate consideration for the transaction.  These exemptions, however, generally do not 
afford relief from the prohibitions on self dealing contained in Section 406(b) of ERISA and Section 4975(c)(1)(E)
or (F) of the Code.  In addition, there can be no assurance that any of these administrative exemptions will be 
available with respect to any particular transaction involving the secured notes.  Thus, a Plan fiduciary considering 
an investment in the secured notes should consider whether the acquisition, the continued holding, or the disposition 
of a secured note might constitute or give rise to a nonexempt Prohibited Transaction.

Governmental plans and certain church plans, while not subject to the fiduciary responsibility provisions or 
the Prohibited Transaction provisions of ERISA or Section 4975 of the Code, may nevertheless be subject to state or 
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other federal laws or rules that are substantially similar to the foregoing provisions of ERISA and the Code (“Similar 
Laws”).  Fiduciaries of any such plans should consult with their counsel before purchasing a secured note.

Any insurance company proposing to invest assets of its general account in the secured notes should 
consider the extent to which such investment would be subject to the requirements of ERISA in light of the U.S. 
Supreme Court’s decision in John Hancock Mutual Life Insurance Co. v. Harris Trust and Savings Bank and the 
enactment of Section 401(c) of ERISA.  In particular, such an insurance company should consider the retroactive 
and prospective exemptive relief granted by the DOL for transactions involving insurance company general 
accounts in PTCE 95-60 and the final regulations issued by the DOL under Section 401(c) of ERISA.

Each person who acquires or accepts a secured note or an interest in a secured note will be deemed by such 
acquisition or acceptance to have represented, warranted and agreed that (a) either: (i) no “plan assets” of any Plan 
or any governmental or church plan that is subject to any Similar Laws have been or will be used to acquire such 
secured note or an interest in a secured note; or (ii) the acquisition and disposition of such secured note or interest in 
a secured note are exempt from the Prohibited Transaction restrictions of ERISA and Section 4975 of the Code 
pursuant to one or more Prohibited Transaction Class Exemptions, or another applicable prohibited transaction 
exemption, or will not constitute a Prohibited Transaction under ERISA and Section 4975 of the Code (or, in the 
case of any governmental or church plan, will not constitute a violation of any Similar Laws) and (b) it will not 
transfer such secured note or an interest in a secured note otherwise than to a person that is deemed to make the 
same representations, warranties and agreements set forth in this sentence with respect to its acquisition and 
disposition of such secured note or interest in a secured note.

A Plan fiduciary (and each fiduciary for a governmental or church plan subject to rules similar to those 
imposed on Plans under ERISA) considering the purchase of secured notes should consult its tax and/or legal 
advisors regarding the circumstances under which the assets of the lessor would be considered “plan assets” under 
the DOL regulations, the availability, if any, of exemptive relief from any potential Prohibited Transaction and other 
fiduciary issues and their potential consequences.
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UNDERWRITING

Subject to the terms and conditions set forth in the underwriting agreement (the “underwriting agreement”), 
among us, the lessor, as issuer, and Morgan Stanley & Co. LLC, Barclays Capital Inc. and Merrill Lynch, Pierce, 
Fenner & Smith Incorporated, as representatives of the several underwriters named below (the “underwriters”), the 
underwriters have agreed, severally and not jointly, to purchase, and the lessor has agreed to sell to them, the 
principal amount of secured notes indicated below:

Underwriter
Principal amount
of secured notes

Morgan Stanley & Co. LLC ....................................................................................... $405,000,000

Barclays Capital Inc.................................................................................................... $202,500,000

Merrill Lynch, Pierce, Fenner & Smith Incorporated ................................................. $202,500,000

Citigroup Global Markets Inc. .................................................................................... $18,000,000

J.P. Morgan Securities LLC........................................................................................ $18,000,000

Jefferies & Company, Inc. .......................................................................................... $18,000,000

RBS Securities Inc. ..................................................................................................... $18,000,000

TD Securities (USA) LLC .......................................................................................... $18,000,000

 Total ...................................................................................................................... $900,000,000

The underwriting agreement provides that the obligations of the underwriters to pay for and accept delivery 
of the secured notes are subject to approval of specified conditions precedent.  The underwriters are committed to 
purchase all of the secured notes if any are purchased.

The underwriters have advised us and the lessor that they propose initially to offer the secured notes to the 
public at the public offering price set forth on the cover page of this offering circular, and may offer the secured 
notes to dealers at such price less a concession not in excess of 0.35% of the principal amount of such secured notes.  
After the initial public offering, the public offering price, concession and other selling terms may be changed.

The following table shows the underwriting discount and commission to be paid to the underwriters by the 
lessor in connection with the offering.

Price
to public(1)

Discount and commission 
to the underwriters Net proceeds(1)

Per secured note ................................................................100.00% 0.60% 99.40%
Total ................................................................$900,000,000 $5,400,000 $894,600,000
_______
(1) Plus accrued interest, if any, from January 17, 2012, to date of delivery.

The secured notes are a new issue of securities with no established trading market and they will not be 
listed on any securities exchange.  No assurance can be given as to the liquidity of, or the existence of a trading 
market for, the secured notes.  See also “Risk Factors – There is no existing market for the secured notes and there is 
no assurance that an active trading market will develop for the secured notes.”

The underwriters have advised us and the lessor that certain of the underwriters intend to make a market in 
the secured notes, but are not obligated to do so and may discontinue making a market at any time, without notice.  
In order to facilitate the offering of the secured notes, certain of the underwriters may engage in transactions that 
stabilize, maintain or otherwise affect the price of the secured notes.  Specifically, the underwriters may overallot in 
connection with the offering, creating a short position in the secured notes for their own accounts.  In addition, to 
cover overallotments or to stabilize the price of the secured notes, the underwriters may bid for, and purchase, the 
secured notes in the open market.  Such transactions may be effected in the over-the-counter market or otherwise 
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and may include short sales and purchases to cover positions created by short sales.  Any of these activities may 
stabilize or maintain the market price of the secured notes above independent market levels.  The underwriters are 
not required to engage in these activities and may end any of the activities at any time.

In relation to each member state of the European Economic Area which has implemented the prospectus 
directive (as defined below) (each, a “relevant member state”), each underwriter has represented, warranted, and 
agreed to and with us and the lessor that, with effect from and including the date on which the prospectus directive is 
implemented in that relevant member state (the “relevant implementation date”), such underwriter and its respective 
affiliates have not made and will not make an offer of secured notes to the public in that relevant member state, 
except that they may, with effect from and including the relevant implementation date, make an offer of secured 
notes to the public in that relevant member state:

(a) at any time to any legal entity which is a qualified investor as defined in the prospectus directive;

(b) at any time to fewer than 100 or, if the relevant member state has implemented the relevant provision 
of the 2010 PD amending directive (as defined below), 150, natural or legal persons (other than 
qualified investors as defined in the prospectus directive) subject to obtaining the prior consent of the 
underwriters; or

(c) at any time in any other circumstances which do not require the publication by us and the lessor of a 
prospectus pursuant to Article 3(2) of the prospectus directive; 

provided that no such offer of secured notes shall require us, the lessor or any underwriter to publish a prospectus 
pursuant to Article 3 of the prospectus directive.  The expression an “offer of secured notes to the public” in relation 
to any secured notes in any relevant member state means the communication in any form and by any means of 
sufficient information on the terms of the offer and the secured notes to be offered so as to enable an investor to 
decide to purchase or subscribe the secured notes, as the same may be varied in that relevant member state by any 
measure implementing the prospectus directive in that relevant member state; the expression “prospectus directive” 
means Directive 2003/71/EC (and amendments thereto, including the 2010 PD amending directive, to the extent 
implemented in the relevant member state), and includes any relevant implementing measures in each relevant 
member state; and the expression “2010 PD amending directive” means Directive 2010/73/EU.

In relation to the United Kingdom, each underwriter has represented, warranted, and agreed to and with us 
and the lessor that such underwriter and its respective affiliates (i) have complied and will comply with all 
applicable provisions of the Financial Services and Markets Act 2000, as amended (the “FSMA”) and the rules and 
regulations thereunder with respect to anything done by them in relation to the secured notes in, from or otherwise 
involving the United Kingdom, and (ii) have only communicated or caused to be communicated and will only 
communicate or cause to be communicated any invitation or inducement to engage in investment activity (within the 
meaning of Section 21 of the FSMA) received by them in connection with the issue or sale of any secured notes in 
circumstances in which Section 21(1) of the FSMA does not apply to us and the lessor.  This offering circular is 
only being distributed to, and is only directed at, persons in the United Kingdom that are (i) investment professionals 
falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the 
“order”), (ii) high net worth entities, and other persons to whom it may lawfully be communicated, falling within 
Article 49(2)(a) to (d) of the order, or (iii) persons to whom an invitation or inducement to engage in investment 
activity (within the meaning of Section 21 of the FSMA) in connection with the issue, offer or sale of the secured 
notes may otherwise lawfully be communicated or caused to be communicated (each such person being referred to 
as a “relevant person”). This offering circular and its contents are confidential and should not be distributed, 
published or reproduced (in whole or in part), disclosed or directed to any persons other than relevant persons.  Any 
person who is not a relevant person should not act or rely on this offering circular or any of its contents.  Any 
investment or investment activity to which this offering circular relates is available only to relevant persons and will 
be engaged only with relevant persons.

We have agreed to indemnify the underwriters against certain civil liabilities or to contribute to payments 
the underwriters may be required to make in respect of such civil liabilities.

The underwriters and/or their respective affiliates have performed, and may in the future perform, services 
for us in the normal course of business.
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LEGAL MATTERS

Certain legal matters, including the validity of the secured notes, will be passed upon for us by either Ralph 
E. Rodgers, Esq., Executive Vice President and General Counsel of TVA, or Michael L. Wills, Esq., Assistant 
General Counsel, Finance, for TVA, and Orrick, Herrington & Sutcliffe LLP, New York, New York.  Certain legal 
matters will be passed upon for the lessor by Hunton & Williams LLP, New York, New York and Morris James 
LLP, Wilmington, Delaware.  The validity of the secured notes will be passed upon for the underwriters by White & 
Case LLP, New York, New York.
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