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PART I 

Item 1. BUSINESS, 

TECO ENERGY 

TECO Energy, Inc. (TECO Energy) was incorporated in Florida in 1981 as pan "fa rertructunng in which it became the p a m t  corporation of T m p a  Electric 
Company. T W O  Energy and its subsidiaries had 4,300 employees as of Dec. 3 I, 2007. 

TECO Energy's Corporate Governance Guidelines, the chaner of each commiltee ofthe Board of Dimtom, and the code ofethics applicable to all directors, 
ofticerr and employees, the Slandardr of lnlegriry, are available in the Investors section of TECO Energy's website, www.tecoenergy.com. or in print free ofcharge to 
any investor who requests the information. TECO Energy also makes its Securities and Exchange Commission (SEC) (www.rec.gov) filings available free of charge on 
the Investors Section ofTECO Energy's website as soon as reasonably practicable aRer they are filed wilh or furnished m the SEC. 

TECO Energy is a holding company for regulated utilities and other businesses. TECO Energy cunently ouns no operating assets but holds all a f the  common 
stock of Tampa Electric Company, and through its subsidiary TECO Diversified, Inc., owns TECO Coal Corpomion and through its subsidiary TECO Wholesale 
Generation, Inc., owns TECO Guatemala, h e .  and TWG Merchant, Inc. Results for the year ended Dec. 3 I, 2007 include results from its former suhvidiarv TFCO 
Transpon Corporation, through its date of sale, Dec. 4, 2007. 

Unless otherwise indicated by the context, 'TECO Energy" means the holding company, TECO Energy, In<., and ifs subsidiaries, and references to individual 
subsidiaries of TECO Energy, Inc. refer to that company and if$ respective subsidiaries. TECO Energy's business segments, and revenues for thox  segments for the 
years indicated, are identified below. 

Tampa Electric Company, a Florida corporation and TECO Energy's largest subsidiary, has two business segments. Its Tampa Electric division p m p s  
Eleetrie) provides retail electic service to mors than 668,000 customen in West Central Florida with B net winter system generating capability of4,602 megawatts 
(MW. Peoples Gas System (PCS) , the gas division of Tampa Electric Company, is engaged in the purchase, distribution and sale ofnatural gas for residential, 
commercial, industrial and electric power generation customers in Florida. With more than 334,000 customers, PGS has operations in Florida's major metropolitan 
areas. Annual natural gas throughput (the amount of gas delivered to its customers, including transportation-only service) in 2007 was I .4 billion therms. 

TECO Coal Corpomdon ( T K O  Cod),  a Kentucky corporation, has I 3  subsidiaries, located in Easfem Kentucky, Tennessee and Virginia. These entities own 
interests in coal processing and loading facilities, mineral rights, own or operate surface and underground mines, and owned synthetic fuel production facilities, prior to 
the program's expiration on ~ e c .  31,2007. 

TECO Guatemala, Inc. V E C O  Guatemala), a Florida corporation, primarily has investmen6 in unconsolidated subsidiaries that panieipafc in fwo long-term 
contracted power plants and has an ownership intere~t in Uistribucion Electrica CentroAmericana 11, S.A. (DECA II), which has an ownership interest in Guatemala's 
larger1 distribution utility. Empresa Electrica de Guatemala, S.A. (EEGSA) and affiliated energy-related companies. 

TECO Transport Colporstion (TECO Transport), a Floida corporation, was sold on Dec. 4,2007. During 2007, it owned no operating assets but owned all 
ofthe common stock of, or membership interests in, nine subsidiaries which provided waterborne transportation, storage and transfer services ofcoal and other drybulk 
commodities. 
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TWC Merchant, Inc. (TWC Merchant), a Florida corporation, had subsidiaries that formerly held interests in merchant power projects. TWG Merchant 
continuing operations included the results ofoperations for the uncompleted Dell power plant, which was sold in 2005 and the uncompleted McAdams power plant the 
twbine~ from which were sold to Tampa Electric in 2006 and the balance of the plant sold to an unrelated pam in 2006. Effective with 2006 results, all assets were 
divested and any residual TCSUIIS ofoperations were included in the "Other and eliminationS" segment. 

Revenues from Continuing Operations 

fm!,m"S, 2007 2W6 200s 

Tampa Electric $ 2,1884 $ 2,084.9 $ 1,746.8 

Tom1 regulated businesses 2,788.1 2,662.5 2,296.3 
TECO Coal 544.5 574.9 505.1 
TBCOGuatemala"' 8.0 7.6 7.1 
TECO Trampon 290.3 308.5 278.2 

0.4 TWG Merchant - - 
3,630.9 3,553.5 3,087.7 

Other and eliminations (94.8) (105.4) 3 
$ 3 , 5 3 6 . 1  $ 3 . 4 4 8 . 1  $3,010.1 

Revenues are exclusive of entities deconsolidatsd as a rcsult af Financial Accounting Standards Board interpretation No. 46R, Comolidolion o/ Variahle bile," 
Entities, on Inrerprerorion q/ARB No. 51 (FN 46R) and include only rcvenues for the consolidated Guatemalan entities. 

Far additional financial information regarding TECO Energy's significant business segments including geographic areas, see Note 14 to the TECO Energy 

PGS 599.7 577.6 - 549.5 

( I )  

Consolidated Finmelnl Statements . Also, see Note 19 for additional information regarding Ihe deconsalidation of Guatemala subsidiaries. 

Discontinued OperationrlA~net Dlspo~ltionr 

TECO Energy completed a number ofasset dispositions in 2007,2006, and 2005 as part "fa business strategy to focuson the electnc and gas utilities and to 
eliminate exposure to Ihe merchant powcr sector. 

In the fourth quner of 2007. TECO Energy completed its sale ofTECO Transpon lo an unaffiliated investment p u p .  As a result of its continuing involvement 
via a water-bome transpomfion centrad with Tampa Eleclric, all rwults through the date of sale are accounted for in continuing operations. In the second quaner of 
2007, a favorable conclusion was reached with taxing authorities regarding the 2005 disposition of Union and Gila merchant power plants. This resultsd in after-tax net 
income of $14.3 million reflected in discontinued operations. 

In the firs: quaner of 2006, TPS MeAdams, LLC (TF'S McAdams), an indirect subsidiary of the company, sold combustion turbines to Tampa Electric and in the 
second quarter, all remaining assets ofTPS MeAdams were sold IO a third party. Also the company sold the remaining assets of TECO Thermal which were classified 
as held for sale as of Dec. 3 I, 2005. Two remaining unused steam turbines located in Arizona were sold in 2006. 

In 2W5, TWG Merchant sold its membership interest m Commonwealth Chesapeake Power Station (CCC) in Virginia and substantially all the assets of the Dell 
Power Station in Arkansas. BCR Mechanical, h e .  (BCH Mechanical) was also Sold in 2005. in 2005, TECO Energy completed the a l e  and transfer of the Union and 
Gila River project companies (TPGC) (see Nates 16 and 20 to Ihe TECO Energy Consolidated Financial 
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Statements). TPGC'r results are accounted for as discontinued operations for 2005. Revenues from the discontinued operations ofTPGC in 2005 were $109.1 mlllion. 
Net income from the discontinued operations of TPGC wcre $65.1 million in 2005. 

Results for c c c ,  BCH Mechanical and TECO Thermal have been accounted for as discontinued operations for all periods reponed. Revenues from these 
discontinued operations were $0.8 million and $10.6 million in 2006 and 2005, re~pectively (see Notes 16 and 20 to the TECO Energy Consolidated Financial 
Statements ). 

TAMPA ELECTRIC-Electric Operations 

Tampa Electric Company was incorporated in Florida in 1899 and was reincorporated in 1949. Tampa Elechic Company is a public utility operating wilhin the 
state of Florida. Its Tampa E l ~ c t r i ~  division is engaged in the generation, purchase, transmission, distribution and sale of electric energy. The retail terrimry served 
comprises an area ofabout 2,000 square miles in West Central Florida, including Hillsborough County and pans of Polk, Pasco and Pinellas Counties, with an 
estimated population of over one million. The principal communities served arc Tampa, Winter Haven, Plant City and Dade City. In addition, Tampa Electric engages 
in wholesale sales to utilities and other resellers ofelectticity. It has three electric generating stations in or near Tampa, one electric generating station in soulhwestem 
Polk County, Florida and one electric generating station locaed near Sebring, a city locatcd in Highlands County in South Central Florida. 

Tampa Electnc had 2,531 employees as of Dec. 3 I .  2W7, of which 902 were represented by the lntemational Brotherhood of Electrical Workers and 242 wsrc 
represented by the Office and Profcssional Employees lntemational Union. 

In 2007, approximately 46% ofTampa Electric's total operating revenue was derived from residential sales, 30% from commercial sales, 9% from industrial 
sales and 15% from other sales, including bulk power sales for resale. The sources of operating revenue and megawatt-hour sales for the years indicated were as 
follows: 

Operating Revenue 

2on7 2006 zoos --- (",iU!O"S, 

Residential $ 1,017.9 $ 956.7 0 838.1 
Commercial 653.6 602.4 516.4 
Inda~hial-Phosphate 73.0 61.5 63.3 
Indus t r ia l4 ther  118.2 113.0 96.3 

178.4 162.1 140.3 0th- refail sales of clecmcity 
Total retail 2,041.1 1,895.7 1,654.4 
Sales forresale m n 71 1 <n 6 

- ~ -  

Other 

Megawan-hour Sales 

" _  . .  _ _  " 
78 3 118 I 41 8 --- 

$2,1884" 

Ion7 IOU6 loo5 --- ~",,WlO"S, 

Residential 8,871 8,721 8,558 
Commercial 6,542 6,357 6,214 
lndumal  2.366 2279 2,478 
Otherretail sales of electricity 
Total retail 
Sales for resale 

Total  mer^ sold 

1,754 1,668 1,642 
19,533 19,025 18,912 

905 862 773 - a- 19,685 

--- 
~~- 
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No significant part of Tampa Electric's business is dependent upon a single cu~tomer or a few customers, the loss ofany one or more of whom would have a 
significant adverse effect on Tampa Electric. The Mosaic Company, a large phosphate producer, is Tampa Electric's largest cu40mcr and represented less than 2% of 
Tampa Electric's 2007 base revenues. 

Tampa Electric's business is not highly scasonal, but winter peak loads a ~ e  experienccd due to electric space heating, fewer daylight houn and colder 
temperatures, and summer peak loads are experienced due to the use ofair  conditioning and other cooling equipment. 

Regulation 

The retail operations ofTampa Electric are regulated by the Florida Public Service Commission (FPSC), which has jurisdiction over retail rates, quality of 
service and reliability, i ~ ~ u a n c e s  ofsecurities, planning, siting and construction of facilities, accounting and depreciation practices, and other manen. 

In general, the FPSC's pricing objective is to set rates at a level that allows the ulility 10 collect m a l  revenue (revenue requirements) equal to 11s cost of 
pmviding service. plus a reasonable re" an invested capital. 

The costs downing, operating and maintaining rhe utility system, other than fuel. purchased power, conservation and certain environmental COLE, are recovered 
through base rates. These costs include operation and maintenance expenses, depreciation and taxes, as well as a retum on Tampa Electric's investment in assets used 
and useful in providing electric service (rate base). The rate of m u m  on rate base, which is intended to appmximate Tampa Electric's weighted cost of capital, 
primarily includcs i t 6  costs far dcbt, deferred income taxes at a zcm COS rate and an allowed retum on common equity. Base rates arc detcrmined in FPSC rate sewing 
hearings which occur at irregular i n t e ~ a l ~  at the initiative of Tampa Electric, the FPSC or other parties. 

Tampa Electric's rates and allowed refum on equity (ROE) cmge of 10.75% to 12.75% with a midpoint of I I .75% are in effect until such time as changes are 
occasioned by an agreement approved by the FPSC or other FPSC actions as a result ofrate or other proceedings initiated by Tampa Electric, the FPSC or other 
interested panies. Tampa Electric has not sought a base rate increase since 1992. Since that last rate proceeding, Tampa Electric has e m "  within i ts allowed refum on 
equity (ROE) range while adding more than 200,000 customers and making significant investments in facilities and infrastructure, including baselaad and peaking 
generating capacity additions to reliably serve the growing customer base. and it expects B continued high level ofcapital inve~fment and higher levels ofnon-fuel 
operations and maintenance expenditures. After dropping 10 the bonom of its allowed ROE range in the middle of2007, by the end of2007 Tampa Electric's 13~month 
moving average regulatory ROE was 1 I .4% resulting from rhe positive impact uffavorablc weather in the second halfof2007, as well as lower depreciation expense 
and lower pmpeny taxes in  the second halfofthe year. However, based on its current lower forecast for energy sales growth, expccted higher aperations and 
maintenance expenses and ongoing higher levels of capital investment, Tampa Electric's forecasted ROE is expectcd to go below the bonom d i t s  allowed range for the 
full year 2008. This is expected to cause a need for base rate relief for Tampa Electric in 2009. 

Fuel, purchased power, conservation and certain envimnmenfal costs are recovered through levelired monthly charge  established pursuant to the FPSC's cost 
recovery clauses. These charges, which are reset annually in an FPSC proceeding, are based on estimated costs of fuel. environmental compliance, conservation 
pmgrams and purchased power and estimated customer usage for a specific recovery period, with a true-up adjusment to reflect the variance of actual costs liom the 
pmjecled costs. The FPSC may disallow recovery of any costs that it considers imprudently incurred. hi September 2007, Tampa Electric filed with the FPSC for 
appmval of fuel and purchased power, capacity, envimnmental and conservation cost recovery rates for the period January 2008 through December 2008. In November 
2007, the FPSC approved Tampa Elecnic's requested changes. The rates include the impacts ofnatural gas and c-1 prices expected in 2008, the refund of 
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the overestimated 2007 fuel and purchased power expenses, the collection ofpreviously unrccovered 2006 fuel and purchased power expenses. the procccds from the 
actual and projected sale ofexcess sulfur dioxide (SO: ) emissions allowan~es in 2007 and 2008 and the operating cost for and a return an the capital invested on the 
Selective catalytic reduction (SCR) projects 10 enter service on Big Bend Units 3 and 4 as well as the operating and maintenance (O&M) C D S S  associated with the Big 
Bend Units I and 2 pre- SCR projecs, which are required by the Environmental Protection Agency (EPA) Consent Decree and Florida Department of Environmental 
Protection (FDEP) Cmsem Final Judgment. Ln addition, the rates reflect the FPSC's September 2004 decision IO reduce the annu l  cost recovery amount for water 
transportation services for coal and petmleum coke provided under Tampa Electric's contract with TECO Tranrpon described below. See Regulntion-Coat Recovery 
Clauses-Tamps Electric sections of Management's Discussion and Analysis of Financial Condition and Results of Opention$ (MD&A) 

Tampa Electric i s  also subject to regulation by the Federal Energy Regulatory Commission (FERC) in various respects, including wholesale power sales, certain 
wholesale power purchases, transmission services. and accounting and depreciation practices. In June 2006, Tampa Electric received a notice that FERC had 
commenced an audit, which arose ou1 afthe normal cwne ofthe enforcement activities, to determine whether and haw Tampa Electric and its affiliates complied with: 
(1) the practices and procedures contained within i ts Open Access Transmission Tariff ( O A W ;  (2) the conditions by which FERC granted market-bared rate authority 
lo each respective affiliate of Tampa Electric; (3) the Standards of Conduct requirements; (4) the preservation of records requirements; (5) Tampa Electric's wholesale 
fuel adjusment clause tariff; and (6) Tampa Electric's reporting ofcapacity and energy shortages. The audit w a  completed and the company's compliance plan filed in 
October 2007, addressing the recommendations made by FERC, was approved in January 2008. See also the Regulation section of MD&A 

The Energy Policy Act of 2005 repealed the Public Utility Holding Company Act of I935 (PUHCA), which established a regulatory regime overseen by the 
SEC, and replaced it with a new statute focused on increased ~ C C ~ S S  to holding-company books and records to assist the FERC and stale utility regulators in protecting 
customers ofregulated utilities. On Dec 8,2005, the FERC finalized d e s  to implement the congressional mandated repeal ofthe PUHCA of 1935 and enactment of the 
PUHCA of2005. FERC issued its final NI~S effective Fcb 8, 2006. Pursuant to this Act, TECO Energy has a single~state waiver regarding FERC's access to its 
holding-company books and records. 

Federal, state and local environmental laws and regulations cover air quality, water quality, land use, power plant, substation and Uansmi~sion line siting, noise 
and aesthetics, solid waste and other environmental matters (see Environmental Matters section below). 

The transactions between Tampa Electric and its afliliater are subject to regulation by the FPSC and FERC, and any chargees deemed to be imprudently incurred 
may be disallowed for recovery from Tampa Electric's ~ustomers. For information abaut Tampa Electric's contract for coal transportation and dry-bulk storage services 
with TECO Transport, see the Regulntion-Coal Trnnrpartsrion Contract section af  M D & A  

Competition 

Tampa Electric's remil elcmic business is substantially Fmcs from direct competition with other electric utilifies, municipalities and public agencies. At the 
present time, the principal form of competition at the retail level consistS ofself-generation available ta larger users of olectric energy. Such users may seek to expand 
their altemativer throu& various mitiatives, including legidative andlor regulatory changes that would permit competition at the retail level. Tampa Electric intends 10 
retain and expand its retail business by managing costs and providing highquality service to retail customers. 

In 1999, the FERC approved a three-year marketbbased sales tanff for Tampa Electric. which allows Tampa Electric to sell excess wholesale power at market 
prices within Florida. The FERC had already approved market- 

237 



TAMPA ELECTRIC COMPANY 
DOCKET NO. 060317-El 
SCHEDULE NO. F-2 
PAGE 9 OF 506 

based prices for interstate sales for Tampa Electric and the other investor-owed utilities (IOUs) operating in he state; however, Tampa Electric is the only IOU in  the 
state with intrastate market-based sales authoriry, except in its o w  balancing-authority area. In 2006 FERC reinstated Tampa Electric's authority to transact with Reedy 
Creek in its service territory at market-determined prices, which pmvides benefits for both entities. 

Thcrc is presently competition in Florida's wholesale power markets, largely as a result of the Energy Policy Act of 1992 and related federal initiatives. 
However, the state's Power Plant Siting Act, which sets the state's electric energy and enviionmental policy and gavems the building afnew generation involving 
Steam capacity of 75 megawatts or more, requires that applicants demonstrate that a plant is needed prior to receiving construction and operating permits. h 2003, the 
FPSC implemented rules that modified rules from 1994 that required IOUs to issue requests for proposals (RFPs) prior to filing apetition for Determination o f N e d  for 
conifmcfim of a power plant with a steam cycle greatcr than 75 megawatts. The new N I ~ S  became effective for requests for proposal for applicable capacity additions, 
pmpectively. See Regulation-Utility Competition-Eleetrie Section of MD&A 

FERC requires t ranmis ion  System owers to operate an %en Access Non-discriminatory Transmission Same-lime Information System (OASIS) providing, via 
the htemet, access 10 Iranmision service information (including price and availability) and 10 rely enclusivcly on their own OASIS system for such information for 
effecting their o w  wholesale power transactions that makc use ofcapacity on their o w  transmission system. This   le works to open access for wholesale power flows 
on transmimion systems and requires utilities such as Tampa Electric, which o w  transmission facilities. to provide services to wholesale transmi~sion customers 
comparable to those they provide to themselves on comparable terms and conditions, including price. Among other things, the r u k  require transmission S ~ N ~ C ~ S  Io be 
unbundled from power sales and mvners oftransmission rynems to take transmission service under their o w  transmission tariffs. To facilitate compliance, owners 
must maintain Standards of Conduct to ensure that personnel involved in marketing wholesale power are functionally separated from personnel involved in transmission 
services and reliability functions. T e m p  Elatnc, together with other utilities, has an OASIS system and believes it is in compliance with the Standards of Conduct. 

Fuel 

Approximately 59% of Tampa Electfic's generation of electricity for 2007 was coal-fired, with natural gas representing approximately 40% and oil representing 
approximately 1%. Tampa Electric used its generating units to meet approximately 85% ofthe total system load requirements, with the remaining 15% coming from 
purchased power. Tampa Electric's average delivered fuel cost per million British thermal unit (FIN) and average delivered cost per ton of coal bumed, have been as 
follows: 

2007 1086 zoos 2004 2003 ----- A , w o ~ e  c.mDrrni,,do" 8,": 

Coal S 2.57 $ 2.49 $ 2.25 S 2.14 $ 2.02 
Oil 16 13.87 $ 13.39 $ 10.16 $ 6.81 $ 6.42 
Gas (Natural) $ 9 . 5 2  $ 9 . 6 1  S 9 . 3 7  $ 7 . 1 4  $ 6 . 4 5  
Composite $ 5.05 6 4.75 $ 4.79 $ 3.64 $ 2.83 
Avenge wrt per ton of r o d  burncd $ 60.72 $ 58.75 $ 53.00 S 50.06 $ 48.32 

Tampa Electric's generating stations bum fuels as follows: Bayside I, which entered commercial operation in April of2003, and Bayside 2. which entered 
commercial Operation in January of2004, bum natural gas: Big Bend Station, which has sulfur dioxide scrubber capabilities, bums a combination of high-sulfur coal, 
petroleum coke and No. 2 fuel oil: Polk Power Station bums a blend afhigh-sulfur coal, petroleum coke, which is gasified and subject to sulfur and paniculate matter 
removal prior to combustion, naNral gar and oil; and Phillips Station bums residual fuel oil. 

Coal. Tampa Electric bumed approximately 4.7 million tons of coal and petroleum coke during 2007 and estimates that its combined m a l  and petroleum coke 
consumptition will be about 4.8 million tons for 2008. Duf" 
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2007, Tampa Electric purchased approximately 82% of its coal under long-tcrm  contract^ with $even suppliers, and approximately 18% of its ala1 and petroleum coke 
in the spot market. Tampa Electric attempts to maintain a porlfalio of 60% long-term versus 40'% spot conf ra~ t~ ,  but market conditions, actual deliveries and unit 
performance can change this ponfolio on a year-by-year basis. Renegotiated contract6 and reduced bum contributed to Tampa Electric not purchasing more spot tons in 
2007. Tampa Electric expects to obtain approximately 66% of its cod and petroleum coke requirements in 2008 under long-term conmetr with six suppliers and thc 
remaining 34% in the spot market. 

Tampa Electric's long~term contracts provide for revisions in the base pTice to reflect changes in several important c031 factors and fm suspension or reduction of 
deliveries if environmental regulations should prevent Tampa Electric hom buming the coal supplied, provided that a good faith effon has been made to continue 
buming such coal. 

In 2U07, approximately 66% of Tampa EIecIric's coal supply was deep-mined, approximately 26% was surface-mined and the remaining was a processed oil by- 
product known as petroleum coke. Federal surface-mining laws and regulations have not had any material adverse impact on Tampa Electric's coal supply or re~ui l l  of 
~ t s  operdtions. Tampa Electric. however, cannot predict the effect ofany future mining laws and regulations. 

N ~ t u r d  Cas. As of Dec. 31,2007, Tampa Electric had contracted far 100% of lhhe expected gas needs for lhe lanualy 2008-Seplember 2008 period and 83% 
far October 2008. It had already contracted for 55% ofits November 2008 through March 2009 and 30% of its April 2009 through October 2009 expected gas supply 
needs. Additional volume requirements in excess ofexpected gar needs are purchased on lhe short-term spot market. 

Oil. Tampa Electric has agreements in place to purchase No. 2 oil, low sulfur No. 2 oil and No. 6 oil for its Big Bend. Polk and Phillips stations. All of these 
agreements have prices that are bascd an spat indices. 

Franchises and Other Rights 

Tampa Electric holds franchiser and other rights that, together with ih charter powers, govern the placement ofTampa Electnc's facilities on the public rights of 
way as it carries on its retail business in the localilia it serves. The franchises specify the negotiated terms and conditions goveming Tampa Electric's UEC ofpublic 
rights-of-way and other public propeny within the municipalities it serves during the term ofthe franchise agreement, and are irrevocable and not subject to amendment 
wi t l io~ t  the consent of Tampa Electric (except to the extent cenain city ordinances relating to permining and like maners are modified from time to time), althouy, in 
certain events, they are subject to forfeiture. 

Florida municipalities are prohibited horn granting any franchise for a term exceeding 30 yean. None of the municipalities that have franchise agreements with 
Tampa Electric, except for the cities of Oldsmar and Temple Terrace, have reserved the right to purchase Tampa Electric'S propeny used in the exercise of its franchise 
if the franchise is not renewed. In the absence of such right to purchase, based on judicial precedent, ifthe franchise agreement is not renewed Tampa Electric would be 
able to cmfinue to use public rights ofway within the municipality, subject 10 wasonable rules and regulations imposed by the municipalities. 

Tampa Electric has franchise agreements with 13 incorporated municipalities within its retail service area. These agreements have various expiration dates 
through March 2036. 

Franchise fees payable by Tampa Electric, which tollled $37.3 million in 2007, are calculated using a formula based primarily on electric revenues and are 
collected on customers' bills. 

Utility operations in Hillsborough, Pasca, Pinellas and Polk Counties outside of incorporated municipalities are conducted in each case under one or more 
permits to use state or county t ighlr~of~way granted by the Florida Department of Transportation orthe county commissioners of such counties. There is no law limiting 
the time for which such permits may be granted by counties. There are no tixed expiration dates for the Hillsborough County, Pinellas County and Polk County 
agTeements. The agreemen1 covenng electric operi~tions in Pasco County 
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expires in 2023. A hanchise agreement with the City of Tampa expired in September 2006, and negotiations for renewal were ongoing throuyout 2007. Anew, 25- 
year agreement has hem negotiated and is pending before the Tampa City Council far review and approval. Tampa Electric cannot predict when the City Council will 
act on the pending agreement. 

Envlmnmrnnl Matters 

Conrcnr DPCWP 

Tampa Electric Company, as a result of negotiations with the EPA, the U.S. Depanment oflustice and the FDEP, signed a Consent Decree which became 
effective Feb. 29,2000, and a Consent Final Judgment which became effective Dec. 6, 1999, both in senlement of federal and state litigation. Pursuant to these 
agreements, allegations of v i o l a t i ~ n ~  of New Source Review requirements of the Clean Air Act were resolved, provision was made for environmental  control^ and 
pollution reductions, and Tampa Electric began implementing a comprehensive program that has and will in the future dramatically decrease emissions from the 
company's power plants. 

The emission reduction requirements included specific detail with respect to the availability ofthe flue gas derulfunratian systems (scrubbers) to help reduce SO 
1 ,  projects for NOx reduction effons on Big Bend Units I through 4, and the repowering af the  coalLfired Cannon Station 10 naNral gas. The commercial operation 
dates for the two repowered Cannon units (now known as Bayside) were Apr. 24,2003 and Jan. I5.2004. The completed station has total station capacity ofabout 
1,800 megawatts (nominal) of natural gas~fueled electric generation. 

Tampa Electric completed installation of the SCR system for NOx control on Big Bend Unit 4 and put it in-service on Iun. I ,  2007. Tampa Electric is also 
installing SCRs on Big Bend Units I ,  2 and 3 with expected in-service dates for Unit 3 by May I ,  2008, Unit 2 by May I ,  2009 and Unit I by May I ,  2010. Tbc 
engineering, design and c~n~t ruc t ion  of the SCRs are currently in progress. Tampa Electric's capital invesment forecast includes amounts thmugh 2012 for compliance 
with the NOx, SO, and paniculate maner reduction requirements (see Environmental Matten 2 o p i t a i  Expendirures section below). 

Emimiun Reductiorn 

Projects to which Tampa Electric has commiued under the Consent Decree and Consent Final Judgment will result in significant reductions in emissions. Since 
1998, Tampa Electric has reduced annml S O ? ,  NOx, and paniculate matter (PM) emissions from its facilities by 162,000 tons, 42,000 tons, and 4,000 tons, 
respectively. Reductions in SO, emisions were accomplished through the installation ofscrubber systems on Big Bend Units I and 2 in 1999. Big Bend Untt 4 was 
originally canstructed with a scrubber. The Big Bend Unit 4 scrubber system was modified in 1994 10 allow it to scrub emissions from Big Bend Unit 3, as well. 
Currently, the scrubbers at Big Bend Station remove more than 95% ofthe SO, emissions from the flue gas streams. 

The repowering of Gannon Station to Bayside Power Station in April 2003 (Bayside Unit 1) and January 2004 (Bayside Unit 2) resulted in the significant 
reduction in emissions ofall pollutant types. Tampa Eleclric's decision to install additional NOx emissions comoIs on all Big Bend Units will result in the funher 
reduction ofemissions. By 2010, these projects are expected to result in the total phased reduction ofNOx by 62,000 tons per year, which is a 90% reduction from 1998 
levels. 

To date, these projects have resulted in the reduction of SO,, NOx and PM emissions by 93%. 60%. and 17%. respectively, below 1998  level^. In m a l ,  by 2010 
Tampa Electric's system-wide emission reduction initiatives will rssdt in the reduction of SO:, NOx and PM emissions by 90%. 90%. and 72%, respectively, below 
1998 levels. With these improvements in place, Tampa Electric's facilities will meet the same standards required ofnewer power generating facilities and h e b  to 
significantly enhance the quality ofthe air in the community. 
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Due to pollution ~ontro l  co-benefits fmm the Consent Decree and Consent Final Judgment, reductions in mercury emissions have occurred due to the  re^ 

powering ofcannon Station to Bayside Station. A t  Bayside, where mercury levels have decreased 99% below 1998 levels, there are vinually zero mercury emissions. 
Additional mercury reductions are also anticipatcd from the installation ofNOx  control^ at Big Bend Station, which would lead to a mercury removal efficiency afover 
70%. 

Corbon Reduciions 
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reflected in the consolidated financial statements. The environmental remediation costs associated with these sites, which are expected to be paid over many years, are 
not expected to hare a significant impact on customer prices. 

The estimated amounts represent only the estimated portion ofthe cleanup costs amibutable to Tampa Electric Company. The estimafes to perform the work a x  
based on acfual estimateE obtained from contractors or Tampa Elecmc Company’s experience zlth similar w o k  adjusted for sife specific conditions and a g m m t s  
with the respective governmental agencies. The e~timates are made in current dollars, are not discounted and do not assume any inwrame recoveries. 

Allocation of the responsibility for remediation costs among Tampa Electric Company and other PRPs is based on each pafly’s relative ownership interest in or 
usage a f a  site. Accordingly, Tampa Electric Company’s share ofremediation costs varies with each site. In virtually all instances where other PUPS are involved, those 
PRPs are considered creditworthy. 

Factors that could impact these estimates include the ability of other PRPr lo pay their pro rata portion ofthe cleanup costs, additional testing and investigation 
which could expand the scope of the cleanup activities, additional liability that might arise from lhe cleanup activities themselvcs or changes in laws or regulations that 
could require additional remcdiation. These costr may be recoverable through customer rates established in future base rate proceedings. 

Capitol E.rpnditurer 

In total, Tampa Electric spent an estimated $105.8 million in 2007 an environmental prqiects. Environmental expenditures are estimated at $94.9 million fur 
2008 and an additional $99.0 million in total for 2009 through 2012. There totals include the expenditures “quired to comply with the EPA Consent Decree and to 
undertake comprehensive environmental operations improvements at Big Bend Station, the largest project of which is to install SCRs an each of the  coal-fired units. 

In 2007, Tampa Electric spent approximately $78.9 million for compliance with the EPA Consent Decree requirements at Big Bend Station for early NOn and 
PM emissions reductions. Estimated expenditures for the on-going early NOx emission reductions in 2008 are estimated a1 $71.7 inillion and an additional $66.0 
million in 2009-2012. In a lener dated Aug. 19,2004, Tampa Eleeltic notified the EPA that based on the results of8  comprehensive study performed on Big Bend 
Station, Big Bend Units I, 2.3 and 4 would continue to be fired on coal and as such will comply with the applicable pmvisions of the Canrent Decree associated with 
this decision, including installation of SCRs for the reduction ofNOx. 

In addition, Tampa Electric is undertaking B number of large en~ironmental projects at Big Bend Station that were identified voluntarily to enhance 
environmental operations at the site, including the recyclelsettlmg ponds. new slag de~watenng bins that will replace the existing industrial w m e  water permitted slag 
pond system, a new gypsum storage area. and upgrades 10 the storm water system. Also, the company will remove the vast majority ofcoal-combustion product source 
material f” the existing systems in conjunction with COnStmCtion of the newireplacement systems. In 2007, Tampa Electric spent approximately $13.8 million on 
these environmental operations projects. Estimated expenditures for the continued implementation of these projects in 2008 are estimated ai $10.4 million, with an 
additional $8.0 m i l l m  in 2009-2012. 

PEOPLES GAS S Y S T E M 4 . s  Operations 

PGS operates as the Peoples G c  System division ofTampa Electric Company. PGS i s  engaged in the purchase, dismbution and d e  ofnatural gas for 
residential, commercial, industrial and electric power generation customers in the State of Florida. 
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Gas is delivered to the PGS system through three interstate pipelines. PGS does not engage in the exploration for or production ofnatural gas. PGS operates a 
natural gas distnbution system that serves more than 334,000 customers. The system includes approximately I 1,000 miles of mains and 6,000 miles of sewice lines. 
(See PGS' Franchises Section below.) 

In 2007, the total throughput for PGS was 1.4 billion therms. Ofthis total throughput, 9% was gas purchased and resold to reu i l  customm by PGS, 69% was 
third~party supplied gas that was delivered for retail transportation-only customen, and 22% was gas sold off-system. lndusttial and power generation cummen  
consumed approximately 68% of PGS' annual therm volume, commercial cusfomerr used approximately 26%, and the balance was consumed by residential customers 

While the residential make1 represents only a small percentage of total t hem volume, residential operations generally camptire almost 25% of total revenues. 

Natural gas has historically been used in many traditional industrial and commercial operations throughout Flonda, including production of products such as 
steel. glass, ceramic tile and food products. Within the PGS operating tenitory, large cogeneration facilities utilize gas-fired technology in the pmduction of electric 
power and steam. 

Rcvenues and therms for PGS for the yean ended Dee. 3 I ,  are as follows: 

RNenur,. I*c,m, 
2007 Ion6 2w.5 i n 0 7  2006 zoo5 ------ ,mi,,!" 

Residential $ 1 4 0 . 2  $ 146.0 $ 1 3 8 . 9  70.1 73.0 70.7 
Commercial 
Industrial 
Power generation 
Otherrevenues 
Total 

158.4 164.4 173.8 370.9 375.7 380.3 
242.4 204.2 187.6 490.2 456.6 394.6 

14.6 14.0 13.7 471.7 395.7 291.7 
37.4 43.3 35.5 - __ - ~ - - - - -  

$ 5 9 3 . 0  $ 571.9 $ 5 4 9 . 5  1,402.9 1,301.0 1,137.3 -- ------ 
PGS had 583 employees as of Dec. 3 I ,  2007. A total of 90 employecs in six of PGS' IS operating divisions arc reprcsentcd by vatiour union organizations. 

Regulation 

The operations of PGS are regulated by the FPSC separately from the regulation of Tampa Electric. The FPSC has junsdiction over rates, service, issuance of 
secuelies, safety, accounting and depreciation practices and other maters. In general, the FPSC sets rates at a level that allows a utility such as PGS to collect total 
revenues (revenue requirements) equal to its cost of providing service, plus a reasonable mtum on invested capital. 

The basic costs ofproviding natural gas sewice, other than the costs ofpurchased gas and interstate pipeline capacity, are recovered through base rates. Base 
rates are designed to recover the costs of owning, operating and maintaining the utility system. The rate of return on rate hasc, which is intended to appmximate P G S  
weighted cost ofcapital, primarily includes its cost for debt, deferred income taxes at a zem COSI rate. and an allowed m u m  on common equity. Base rates are 
determined in FPSC proceedings which occur at irregular intervals at the initiative of PGS, the FPSC or other parties. For a description of recent proceeding activity, 
see the Repladon-PGS Rates Section of MD&A 

PGS recovers the costs i t  pays for gas supply and interstale transponation for system supply through the purchased gas adjustment clause. This charge i s  
designed to recoverthe costs incurred by PGS for purchased gas, and for holding and using interstate pipeline capacity for the transportation of gas it sells to its 
customers. These 
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may be adjusted monthly based on a cap approved annually in an FPSC hearing. The cap is based on estimated costs ofpurchased gas and pipeline capacity, 
and estimated customer usage for a specific recovery pcr id ,  with a true-up adjustment to reflect the variance ofacNal costs and usage from the prajecvd charges for 
prior periods. 

Due to higher operating C O S ~ S ,  higher depreciation expense due to a routine depreciation shrdy approved by the FPSC in January 2007, continued investment in 
the distribution system and higher costs associated with recently required Safety requirements. such as ptpeline integrity safety, PGS' velum on equity levels are below 
the bottom of its allowed range and therefore il expects 10 file for B base rate inuease in 2008. For a description of the most recent adjustment. see the Regulation - 
PGS Cost Rerovely Clauses section of MD&A 

In addition to its base rates and purchased gas ad;ustment clause charges for system supply ~ u s t o m e r ~ ,  PGS customers (except interruptible customers) also pay a 
per.them 
pmgramr, which are mandated by Florida law and approved and supervised by the FPSC. PGS is permitted to recover, an a dollar-for-dollar basis, expenditures mads in 
connection with these programs if it dcmonstrates that the programs are cost effective for its ratepayers. 

charge for all gas; this chase  is intended to permit PCS to recover its costs incurred in developing and implementing energy COnServation 

The FPSC requires natural gas utilities to offer tran~pomtion-only scrv i~e  to all non-residential customers. An a result, PGS receives its base rate for distribution 
regardless ofwhether a customer decides to opt for hansponation-only service or continue bundled service. PGS had approximately 13,600 tran~ponatlon customem as 
ofDec. 3 I ,  2007 out of 29,900 eligible customen. 

In addition to economic regulation, PGS is subject 10 the FPSC's safety jurisdiction, pursuant m which the FPSC regulates fhc Construction, Operation and 
maintenance of PGS' distribution system. In general, the FPSC has implemented this by adopting the Minimum Federal Safety Standards and reponing requirements for 
pipeline facilities and transportation ofgas prescribed by the U.S. Depanment of Tran~poltation in Pans 191, 192 and 199, Title 49, Code of Federal Regulations. 

PGS is also iub;ect to federal, state and local environmental laws and regulations pertaining to air and water quality, land use, noise and aesthetics. solid waste 
and other environmental matters. 

Competitia" 

PGS is not m direct compelition with any other distributors ofnatural gas for customers within its service areas. At the present time, the principal form of 
competition for residential and Small commercial customen is from companies providing othcr sourccs of energy, including electricity. In general. PGS faces 
competition from other energy source suppliers offering fuel oil, electricity and, in some cases, propane. PGS has taken actions to retain and expand its commodity and 
transportation business, including managing costs and providing high quality service to ~ustomer~ 

In Florida, gas service is unbundled for all non-residential customem. In 2000, PGS implemented its "NNaturalChoice" program offering unbundled transportation 
service to all eligible customers. This means that nan-residential cu~tomeis can purchase commodity gas f" a third pany but continue to pay PGS for the 
transpoltation of  the gas. 

Competition is most prevalent in the large commercial and industrial markets. In recent years, these classes of  customer^ have been targeted by competing 
companies seeking to sell altemafe fuels or transpan gas through other facilities, thereby bypassing PGS facilities. In response to this competition, PGS has developed 
various programs, including the proviston of hanrportation services at discounted rates. See the R~gulatia-Utili@ Campetition&ns seetion of MD&A 
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C.S svpp11es 

PGS purchases gas from various suppliers depending on the needs of if5  ust tom en. Thhe gas i s  delivered to the PGS distribution system through three interstate 
pipelines an which PGS has reserved firm nansportation capacity for delivery by PGS to its Customers. 

Gas IS delivered by Florida Gas Transmission Company (FGT) through more than 59 interconne~tions (gate srations) sewing PGS' Operating divisions. In 
addition, P G S  Jacksonville Division receives gas delivered by the South Georgia Natural Gas Company pipeline through two gate stations located northwest of 
Jacksonville. Gulfsrteam Natural Gas Pipeline provides delivery through six gate stations. 

Companies with firm pipeline capacity receive priority in scheduling deliveries during times when the pipeline is Operating at its maximum capacity. PGS 
presently holds suficienl firm capacity to permit it to meet the gas requirements of its system commodity customen, except during localized emergencies affecting the 
PGS distribution system and on abnormally cold days. 

Firm transportation rights on an interstate pipeline represent a right to use the amount ofthe capacity reserved for transportation ofgas on any given day. PGS 
pays resewation charges on the full amount ofthe reserved capacity whether or "01 it acrually uses such capacity on any given day. When the capacity is actually used, 
PGS pays a volumetrically-based usage charge for the amount of the capacity a c u l l y  used. Thhe  level^ of the reservation and usage charges are regulated by FERC. 
PGS actively markets any e x c e s ~  capaciry available on a day-lo-day basis to partially offset costs recovered through the Purchased Gas Adjustment Clause. 

PGS procures natural gas supplies using base-load and swing-supply conlract~ with various suppliers along with spot market purchases. Pricing generally takes 
the form of either a variable price based on published indices or a fixed price for the contract term. 

Neither PGS nor any ofthe interconnected interstate pipelines have Storage facilities in Florida. PGS occasionally faces situations when the demands ofall of its 
customers for the delivery of gas cam01 be met. In these instances. it is necessary that PGS interrupt or cumil delivaies to its in tmpt ib le  customers. In general, the 
largest of PGS' industrial customers are in the categories that are first curtailed in Such situations. PGS' tariffand transportation agreements with these customers give 
PGS the right to divert thcse E U S ~ ~ " '  gas to other higher priority usen during the period of curtailment or intemption. PGS pays these customers for such gas at the 
price they paid their suppliers. or at a published index price, and in either case pays the customer for charges incumd for intentate pipeline transportation to the PGS 
system. 

Franchiser 

PGS holds franchise and other rights with approximately 100 muni~ipalitiez throughout Flonda. These franchises give PGS B right Io occupy municipal rights- 
&way within the franchise area. The franchises are irrevocable and are no1 subject to amendment without the consent of PGS, although in cemin events, they are 
subject to forfeiture. 

Municipalities are prohibited from granting any franchise for a term exceeding 30 years. Several franchises contain purchase options with respect to the purchase 
ofPGS' properly located in the franchise area, ifthe franchise is not renewed; otherwise, based on judicial precedent, PGS i s  able to kecp its facilities in place subject to 
reasonable rules and regulations imposed by the municipalities. 

PGS' franchise agreements with the incorporated municipalities within its service area have various expiration dates ranging from the present through 2032. PGS 
expects In negotiate 10 to 12 franchises in 2008, the majority ofwhich will he renewals of existing agreements. Franchise fees payable by PGS, which totaled $9.7 
million in 2007, are calculated using various formulas which are based principally on natural pas revenues. Franchise fees are collected from onlv those a s t ~ m e r ~  
within each franchisearea. 
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Utility operations in areas outside of incorporated municipalities are conducted in each case under one or more pennits to use state or county rights-of-way 
granted by the Flatida Depanment of Transportation or the county commissioners of such counties. There is no law limiting the time for which such permits my be 
granted by counties. There are no fixed expiration dates and there rights are. therefore, considered perpetual. 

Environmental Matters 

PGS' operations are subject to federal, state and local stafufc~, rules and regulations relating to the discharge ofmaterials info the environment and the pmtection 
ofthe environment generally that require monitoring, permitting and ongoing expenditures. 

Tampa Electric Company is one of several potentially responsible palties for cenain supafund sites and. through PGS. for former manufactured gas plant sites. 
See the previous discussion in the Environmental Matters section of Tampa Electric-Elertrlc Operations 

Copitd Expenditures 

Dunng the five years ended Dec. 3 I ,  2007, PGS has not incurred any material capial expenditures to meet envimnmentd requirements, nor arc any anticipated 
for 2008 lhmugh 2012. 

TECO COAL 

overview 

TECO Coal, with offices located in Cotbin, Kentucky, is a wholly o w e d  subsidialy ofTECO Energy, Inc. and through its subsidiatirs operates surface and 
underground mines as well as coal processing facilities in eastem Kentucky, Tennessee and southwestem Virginia. 

TECO Coal o w s  no operating assets hut holds (either directly or indirectly thmugh its subsidiaries) all ofthe common slock ofGatliffCoa1 Company, Rich 
Mounain Coal Company, Clintwood Eikhom Mining Company, Pike-Letcher Land Company, Premier Elkhom Coal Company, Perry County Coal Corporation, Bear 
Branch Coal Company, and all ofthe membership interests in TECO Synfuel Administration, LLC, TECO Synfuel Holdings, LLC and TECO Synfuel Operations, 
LLC. The TECO Coal subsidiaries own or control, by lease, mineral tights, and own or operate surface and undergound mines. synthetic fuel produclion hcilines and 
coal processing and loading facilities. TECO Coal produces, processes and sells biruminous, predominately low sulfur coal of steam, indusltial and metallurgical 
grades. 

TECO Coal subsidiaries currently operate 23 underground mines which employ the room and pillar mining method and 14 surface mines. 

In 2007, TECO Coal subridiaies wld 9.2 million tons of coal. All ofthis coal was sold to customers other lhan Tampa Electric. Ofthe total sold, 6.0 million 
tons were produced as pan of lhe synthetic fuel propram that ended on Dec. 31,2007. As of Dec. 3 I ,  2007, the TECO Coal operating companies had B combined 
estimated 277.1 million tons of proven and probable recoverable reserves. 

History 

In 1967. Cal-Glo Coal Company was formed. It mined a product containing low sulfur, low ash hision characteristic and high energy content. Realizing the 
potential for this product to meet i ts combustion, quality, and envimnmenal requirements, Tampa El~cttic purchased Cal-Glo Coal Company in 1974. In 1982, after 
scvcral years of continued gmuth and succcss, TECO Coal Corporation was formed and Cal-Glo Coal Company was renamed as GatliffCual Company. Rich 
Mountain Coal Company was established in 1987 when leases were signed for prapenies in Campbell County, Tennessee. 
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1988 saw a marketing change in which Catliff Coal Company began selling ferro-silicon and silicon grade products. In 1988, prapenies were acquired in Pike 
County, Kentucky and Clintwoad Elkhom Mining Company was formed. Premier Elkhom Coal Company and Pike Letcher Land Company were formed in 1991, when 
additianal propeny w a ~  acquired in Pike and Letcher Counties, Kentucky. 

In 1997, Bear Branch Coal Company secured kcy leases for properly located in Perry County and Knon County, Kentucky. 

The newest mining company in the TECO Coal family is Perry County Coal Corporation, which was purchased in 2000 and is located in Perry, Knot1 and Leslie 
Counties, Kentucky. 

TECO Synfuel Holdings, LLC and TECO Synfuel Operations, LLC were formed in 2003 to administer the production and sale of synfuel product at various 
TECO Coal suhsidmnes. A related subsidiary, TECO Synfuel Administration, LLC, was formed in 2007. 

In 2004, the acquisition Of propenies and the Millard Preparation Facilities (currenlly idle) from AEP, Kentucky Coal, LLC was completed. The propeny and 
facility are located in Pike County, Kentucky. 

Mining Oporntions 

T K O  Coal currently has four mining complexes. all operating in Kentucky with a ponion of Clintwaad Elkhom Mining Company operating in Virginia as well. 
A mining complex is detincd as all mines that supply a single wash plant, except in the case of Clintwood Elkhom Mining Company and Premier Elkhom Coal 
Company, which provide production for two wash plants. These complexes blend, prwess and ship coal that is produced from one or more mines, with a single 
complex handling the coal production of as many as 14 individual underground or surface mines. TECO Coal uses two distinct extraction techniques: continuou~ 
underground mining and dozer and fiont-end loader surface mining. The complexes have been developed at strategic  location^ in close proximity to the TECO Coal 
preparation plants and mil shipping facilities. Coal is tanspaned hom TECO Coal's mining complexes to customers by means ofrailroad cam, trucks, barge or v e ~ s e l ~ .  
with rail shipments representing appmximately 89% of 2007 cod Shipments The map below shows the locations of the four mining complexes and TECO Coal's 
oftices in Carbin, Kentucky. 
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Fsrilities 

Coal mined by the operating companies ofTECO Coal is processed and shipped from facilities located at each ofthe operating companies, with Clintwood 
Elkhorn Mining Company and Premier Elkhom Coal Company having two facilities. The Clintwood facilities are located at B i a s ,  Kentucky and Hurley, Virginia and 
the Premier facilities are located at Myra, Kentucky and the Millard facility, which is pre~ently idle. is located at Millard, Kentucky. The equipment at each facility is in 
good condition and regularly maintained by qualified personnel. Table I below i s  a summary of TECO Coal processing facilities: 

PROCESSING FACILITIES SUMMARY 
Tsbk I 

RAILROAD 

CSXT Railroad 
COMPANY FACILITY LOCATION SERWCE UTILITY SERVICE 

Gatliff coal Ada Tipple Himyar, KY 
C l i n t "  Elkhom Clintwood #2 Plant Biggr. KY Norfolk Southem American Electric Power 

Clintwwd #3 Plant Hurley, VA Norfolk Southem American Electric Power Clinfwood Elkham 
Premier Elkhom Bear Branch Plant Myna, KY CSXT Railroad American Electtic Power 
Premier Elkhom Millard Plant Millard, KY CSXT Railroad American Electric Power 
Perry county Coal Perry county Plant Hazard, KY CSXT Railmad American Electric Power 

RECC 

Significant Projects 

Significant projects for 2007 included the following: 

Perry county Cad 

Construction of the €4-2 mine slope and shaft was completed and production began in the E4-2 underground mine. This is the B C F ~ S S  10 the reserves in 
%he Elkhom 4 seam, which is generally a highquality steam coal. 

Premier Elmhorn Coal 

Two significant surface d i s t u " w  permits were issued allowing work to begin that will access over 8 million tons ofrecoverable coal. 

Cl int"  Elkhorn Mining 

The Clintwood #2 preparation plant i s  in the process ofmodifying the existing circuit which will result in a 15% capacity increase in the mw coal feed. 
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Mining Complexes 

Table 2 below shows annual production for cach mining complex for each ofrhe last three yeas.  

MINING COMPLEXES 
Table 2 

ClinNood Elkhom M i n i n ~  

h i m  Eikhom Coal 

Puny C"" cur, 

TOTAL 

S-Surfrir 
U-Undcrgiound 
CM<o"lmuo"s Millcr 
U'L-UOZEII and Front-End loadrrr 
HM-Highwall Mmcr 
A-Auger 
K-Rail 
RIB-Rrilt" BargE 
PuV-P.,, to mean Vesarl 
T-Truck 
Tm-TruCL 1" BargE 

GatliRCod Compsn) 

LIE Lacanon 
Bell County-, KYIKnor S 
Counly. KYICamphll 

coumy. TN 

Pikc County, KYI u. s 

Buchman County. VA 

Pike County. KYilrtehFi U, S 
County. KYlFioyd 

County. KY 

Pcry  County. KYI U. 5 

LcrliE counry. KY, 
Knon cuunty. KY 

. .  
0.2t 

2 66 

3.15 

3 os 

- 
9.12 

. .  2""6 
0 I( 
- 

2.61 

3.33 

3.57 

- 
9.89 

. .  

. .  

2645 2OUl  
0 34 0 2; 1974 

2 I B  2 "7 198s 

331  3M 1991 

117 3 0 4  20"" 

-- 
9 20 9 22 

Located in Bcll County, Kentucky, Gatliff Coal Company is supplied by one surface mine. Principal products at this location consist primarily ofhigh quality 
gleam coal for ~ f i l i t i e~ .  Products from this operation are transported by trucking contractors. Rich Mountain Coal Company formerly operated as a contractor for Gatliff 
Coal Company's Tennessee production which is currently in nom-producing reclamation sulus. Two leases associated with the Moores Creek reserve area were 
terminated, resulting in a 2.0 million ton decrease in mineable reserves. GalliffCoal Company produced 0.26 million tons ofcoal in 2007, leaving a reserve base of 
6.8 million recoverable tons. 

Clinhvood Elkhorn Mining Compmy 

Clintwmd Elkhom Mining Company has Iwo facilities. One is locatcd near Biggs, Kentucky in Pike County, and is supplied by I I underground mines and three 
surface mines. Principal products at the Biggs, Kentucky location include high volatile melallurgicsl coals and steam coals. The second Clintwood Elkhom Mining 
Company facility is located near Hurley, Virginia and is supplied by two underground mines and three surface mines. The Hurley Vireinia operation facility also 
supplies high-volatile metallurgical coal as well as 
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coal products. Products from both I ~ c a t i o n ~  are shipped domestically to cwtomen in North America via Norfolk Southem Corporation and v e ~ ~ e l s  via the Great 
Lakes. lntemational ~ustomers receive their products via ocean vessel~ from Lambens Point, Virginia. A transfer of T - ~ N ~ S  from Premier Elkhom Coal Company to 
Clintwood Elkhom Mining Company totaling over I2 million tons of recoverable coal was completed in 2007. In 10181, C l i n t w d  Elkhom Mining Company produced 
2.7 million tons of coal in 2007. leaving a reserve base of51.5 million recoverable tons. 

Premier Elkhorn Cod Company 

Located near Myra, in Pike County, Kentucky, Premier Elkhom Coal Company is supplied by production from seven underground mines and six surface mines. 
Principal products include high~quality steam cod for utilities, specialty stoker products for fem-silicon and industrial customers. PCI and metallurgical coal for the 
stcel mills. Facilities include a unit train load-out with 200 car siding capable ofloading at 6,000 tom per hour as well as a single car siding. Products from this location 
are shipped domestically via CSXT Railroad and mcking ~ o n l ~ a ~ l o n .  All production i s  performed by Premier Elkhom Coal Company even though Pike Letcher Land 
Company ~ ~ n t r o l ~  by fee and lease all aflhe recoverable resmes. Premier Elkhom Coal Company transferred over I2 million tons ofrecoverable coal to C l i n t w d  
Elkhom Mining Company in 2W7 and increased its o m  reserve base by securing surface pmpeny necessary to reclassify mineable coal h m  resource to reserve 
Premia Elkhom Coal Company produced 3.1 million tons of coal in 2007, leaving a reserve bare of 81 million recoverable tons. 

Perry County Coal Corporation 

Located near Hazard, Kentucky in Perry County, P e w  County Coal Corporation is supplied by three underground mines and one surface mine. Principal 
products include high quality Steam coal for utilities, industrial Stoker and PCI products. Facilities include an upgraded 1,350 ton per hour preparation plant and two unit 
train load-outs. each capable ofloading at 5,000 Ions perhour. Products from this location are shipped domestically via CSXT Railroad and mcking contractors. Perry 
County Coal Carporation produced 3.0 million tons ofcoal in 2007, leaving a ~ C E C N C  bare of 137.8 million recoverable tons. 

TECO Synfuel Operations, LLC 

In April 2003, TECO Coal sold B 49.5 percent ownership interest in its synthetic fuel prcductim facilities, an additional 40.5 percent in June 2004 and 8 percent 
in July 2005 (See the TECO Coal section of MD&A ). Sales ofthe fuel processed through these types offacilities were cligible for non-conwntiond fuels tax credits 
under the lnlemal Revenue Code. The program to obtain these tax credits ended on Dec. 3 I .  2007, also ending further production. E C O  Coal had received hivat? 
Letter Rulings from the lntemal Revenue Service confirming that the facilities produced a qualified fuel eligible for Synthetic Fuel tax credits available for the 
production of such non-conventional fuels and resolved any uncertainty related lo the sale of its interest in the production facilities 

The synthetic fuel Lax credit is determined annually and was estimated to be $ I  .2 I per million Btu in 2007, $1.17 per million Btu in 2006 and $1 .IS per million 
Btu m 2005. This rate escalated with inflation but was limited by domestic oil prices. The weighted average price of domestic oil for 2007 exceeded 572.00 per barrel 
resulting in a 67% phase~out ofthe credits allowed for 2007. See the TECO C o d  snction ofthe MD&A for funher discussion ofthe synthetic fuel fax credit. 

Sales and Marketing 

The TECO Coal marketing and sales force includes sales managers, disttibbulion/transp~rtation managen and sdministrative personnel. Primary customers are 
Utilities, steel companies and industrial plants. TECO Coal sells coal under long-term agreements, which are generally classified as greater than 12 months, and on a 
spot basin, which is generally classified as less than I2  months. 
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The terms of these coal sales contrace result from bidding and extensive negotiations with customm. Consequently. these  ont tract^ typically vary significantly 
in price, quantity, quality, length, and may contain terms and conditions that allow for periodic price reviews, pnce adjustment mechanisms, recovery of govemmental 
impositions a5 well as provisions for force majeure, suspension, termination, treatment of environmental legislation and assignment. 

Distribution 

TECO Coal transpom cwl from its mining coinplrxes to Customers by rail, barge, ve~sel and Pucks. TECO Coal employs transportation SpeCialiStS who 
coordinate the development ofacceptable shipping schedules with our customw, transportation providers and mining facilities. 

Competition 

Primary competilom of TECO Coal's subsidiaries are other coal suppliers, many orwhich are located in Cenhal Appalachia. Even though consolidation and 
bankruptcy have decreased the number ofcoal suppliers, the industry is still intensely competitive. To date, TECO Coal has been able to compete for coal sales by 
mining high~quality steam and specialty COBIS, including coals used for making coke and fumace injection, and by effectively managing production and processing 
EOStS. 

Employees 

As of Dec. 31,2007, TECO Coal and ils subsidiaries employed a total of 1,052 employees. 

Regulstions 

Mine Safety and Health 

The operations ofunderground mines, including all related surface facilities, are subject to the ieral Coal Mine Safety and Health Act of 1969. the 1977 
Amendment and the Miner Act of2006. TECO Coal's subsidiaries are also subject to various Kentucky, Tennessee and Virginia mining laws which q u i r e  appmval of 
roofcontrol. ventilation, dust control and other facets of the coal mining business. Federal and sfate inspectom inspect the mines to ensure compliance with these laws. 
TECO Coal believes it  is in substantial compliance with the standards of the various enforcement agencies. If is unaware of any mining laws or regulations that would 
materially affect the market price ofcoal sold by its subsidiaries, although recent mining accidents within the industry could lead to new Icgisiatmn that could impose 
additional costs on TECO Coal. 

Black Lung Logislatian 

Under the Black Lung Benefits Revenue Act of 1977 and the Black Lung Benefits Reform Act of 1977, as amended in 1981, each coal mine operator must make 
payment of federal black lung benefits to claimants who are current and former employees, certain survivors ofa  miner who dies from black lung disease, and to a t rus  
fund for the payment ofbenefits and medical expenses to claimants who last worked in the coal mdustry prior to Jul. I ,  1973. Historically, a small percentage of the 
miners currently seeking federal black lung benefits arc awarded these benefits by the federal govemment. The trust fund is funded by an excise tax on -1 productLon 
of up to $1 .IO per ton for deep-mined coal and up to $0.55 per ton for surface-mined mal ,  neither amount to exceed 4.4% d t h e  gross sales price. 

In 2000, the Depanment o f h b o r  issued new amendments to the regulations implementing the federal black lung laws that, among other things, establish a 
presumption in favor of a claimam's treating physician, limit a coal operator's ability to intmduce medical evidence, and redefine Coal Workers Pneumoconiosis to 
include 
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chronic obstnrFtive pulmonary disease. These changes in the regulations have increased the percentage ofclaims approved and the overall cost ofblack lung to coal 
operatois. TECO Coal, with the help of its consulting actuaries, intends to continue monitoring claims very closely. 

Workers' Compensation 

TECO Coal's subsidiaries are liable for worken' compensation benefits for traumatic injury and occupational exposurc claims under stale workers' 
laws. Workers' compensation laws ax administered by state agencies with each state having its own set of mles and regulations regarding compensation 

that is owed to an employee that is injured in the course ofemployment. 

Environmental Lawe 

Surface Mining Control and  Reclamstion Act 

Coal mining opcratiom are subject to the Surface Mining Control and Reclamation Act of 1977 which places a charge of $0. I 5  and $0.35 on every net ton of 
underground and surface mal mined, respemvely, to create a fund for reclaiming land and water adversely affected by past coal mining. Olher provisions establish 
standards for the mntrol of environmental effects and reclamation of surface cod mining and the surface effects of undermound coal mining and requirements for 
federal and State inspections. 

Clean Air AcUCIenn Water Act 

While conducting their mining operations. TECO Coal's subsidiaries are subject to vatiour federal, state and local air and water pollution smndards. In 2007, 
TECO Coal spent approximately $2.6 million on environmental protection and reclamation programs. TECO Coal expects to spend a similar amount in 2008 on these 
programs. 

CERCLA (Superfund) 

The Comprehensive Environmental Response, Compensation, and Liability Act ('TERCLA"-ammonly known as Superfund) affects coal mining and hard 
rock Operations by creating liability for investigation and remediation in response to releases of hazardous substances into the environment and far damages to mural 
remurce~. Under Superfund, joint and several liabilities may be imposed on waste generators, Site  owner^ or operators and others regardless of fault. 

Under EPA's Toxic Release Inventory process, companies are required to repon annually listed toxic materials that exceed defined quantitie~ 

Glossary of Selected Mining Terms 

Assigned reserves. Cod  which has been commined by the coal company to operating mine shafts, mining equipment, and piant facilities, and all coal which hm 
been leased by the company to others. 

Bituminous coal. The most ~ommon type of coal with moisture content less than 20% by weight and heating value of 10,500 to 14,UOU Btu per pound. It is 
dense and black and often has wellLdetined bands ofbright and dull material. 

Btu. (British Thermal Unit). A measure of the energy required to raise the temperature of one pound of water one degree Fahrenhclt. 

Central Appalachia. Coal producing states and regions of eastern Kentucky. eastem Tennessee. westem Virginia and southern West Virginia. 

Con1 seam. Coal deposits occur in layen. Each layer is called a "seam." 
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Coal washing. The process ofremoving impurities, such as ash and sulfur based compounds, from coal. 

Compliance coal. Coal which. when bumed. emits 1.2 pounds or less of sulfur dioxide per million Blur, which is equivalent to .72% sulfur per pound of 12,000 
Btu c o d  Compliance coal requires no mixing with other coals or use ofsulfur dioxide reduction technologies by generators ofelectricity to comply with the 
requirements ofthe federal Clean Air Act. 

Continuous miner. A machine used in underground mining to cut coal from the seam and load it onto conveyors or into shuttie can in a COntinuouS Operation. 

Continuous mining. One of two major underground mining methods now used in the United States. This process utilizes a continuous miner. The continuous 
miner removes or 'buts'' the coal from the seam. The loosened coal then falls on a conveyor for removal to a shuttle car or larger conveyor belt system. 

Deep mine. An undcrground coal mine. 

Dozer and Frontsnd loader mining. An opm-cast method ofmining that uses large dozers together with trucks and loaders to remove overburden, which is 
used to backfill pits after coal removal. 

Ferro-silicon. An alloy of iron and silicon used in the production ofcarbon steel 

Force majeure. An event that may prevent the company from conducting its mining operations as a mul l  of in whole or in pan by: Acts ofGod, wars, riots, 
fir~s,  cxpiosions, breakdowns or accidents: strikes, lockouts or other labor difticulties: lack or shortages of labor, materiais, utilities, energy SOUICCS. compliance with 
govemmental rules, regulations or other govemmental requirements; any other like causes. 

High vol met coal. Coal that averages approximately 35% volatile matter. Volatile matter refers to a constituent that becomes gaseous when heated to certain 
temperatures. 

Highwsll miner. An auger-like apparatus that drives parallel rectangular entnes from the surface down to 1,MO feet deep. 

Industrial coal. Coal used by industrial steam boilers to produce electricity or process steam. It generally is lower in Btu heat content and higher m volatile 
matter than metallurgical mal. 

Long term contracts. Contracts with terms afone  year or longer 

Low ash fusion. Coal that when bumed typically producer ash that has a melting point below 2,450 degrees Fahrenheit. 

Low sulfur coal. Coal which, when bumed, emits I .6 pounds or less of sulfur dioxide per million Btus. 

Metallurgical coal. The various grades of coal suitable for carbonization to make coke far steel manufacture. Also known as 'met" coal, i t  possesses four 
impomnt qualities: volatility, which affects coke yield: the level ofimpuritien, which affects coke quality; composition, which affefts coke strength; and baric 
characteristics, which affect cokc oven safety. Met coal has a particularly high Btu, but low ash content. 

Overburden. Layers of eanh and rock cowing a coal seam. In surface mining opeiations. overburden is removed prior 10 coal extraction. 

Overburden ratio. The amount of overburden commonly Stated in cubic yards lhal must be removcd to excavate m e  ton ofcoal 
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P l l l ~ r .  An area of coal left to support the overlying strata in a mine; sometimes l ~ f t  permanently to mpport surface StmCNreS 

Pnrumaeoniosis. A lung disease caused by long~continued inhalation of mineral or metallic dust. 

Preparation plant. Usually located on a mine rite, although one plant may scwc several mines. A preparation plant is B facility for crushing, siring and washing 
coal to prepare it for usc by a psnicular customer. The washing process has the added benefit of removing Some of the coal's sulfur content. 

Probable (Indicated) reserves. Reserves for which quantity and grade andlor quality are computed from information similar to that used for proven reserves, 
but the sites for impemon, sampling and measurement arc farther apan; therefore, the degree of assurance, although lower than that for proven reserues, is high enough 
to a ~ ~ u m e  continuity between points of observation. 

Proven (Measured)  reserve^. Reserves for which (a) quantity is computed f" dimensions revealed in outcrops, trenches, workings or drill holes; grade and/or 
are computed from the results of detailed sampling and (b) the sites for inspection, sampling and measurement are spaced so closely and the geologic character 

is 50 well defined Ulal size, shape, depth and mineral content of reserves are well established. 

Pulverized coal injection (PCI). A system whereby coal is pulverized and injected into blast fumaces in the production of steel and/or steel products. 

Roelamation. The process ofrestoring land and the environment to their approximate onginal state following mining activities. The precess commonly includes 
"recontounng" or reshaping the land to i s  appmximate original appearance, restoring topsoil and planting native grass and ground covers. Reclamation operations are 
usually underway before the mining o f a  panicular sifc is completed. Reclamation is ~losely regulated by both atate and federal law. 

Recoverable reserves. The amount of proven and probable reserves that can actually be recovered from the reserve base taking info account all mining and 
preparation losses involved in  producing a saleable pmduel using existing methods and under current law. 

Rorerves. That pan of a mineral deposit which could be economically and legally extracted or produced at the time ofthe reserve determination. 

Reraurce ("-reserve cod deposit). A cualLbeating body that does not qualify as a commercially viable coal reserve. Resources may be classified as such by 
either limited propeny control, geologic limitations. insufficient exploration or other limitations. In the future, it is possible that ponion~ of the T ~ S O U K C ~  could be re- 
classified as reserve if those limitations are removed or mitigated by: improving market conditions, additional propeny control, favorable results of endoratmn. 
advances in technology, elc. 

Roof. The stratum of mek or ather mineral above a CMI scam; the overhead surface ofa coal workmg place. Same as .'top.'' 

Room and pillar mining. In the underground mom and pillar method ofmining, cantinuom mining machines cut three lo nine entries info the coal bed and 
connect them by dnving cmsscuts. leaving a series ofrectangular pillars, or columns ofcoal to help support the mine roof and contml the flaw ofair. As mining 
advancer, a grid-like pattem ofentries and pillan is formed. Additional coal may be recovered from the pillars as this panel of coal is retreated. 

Spot market. Sales ofcoal under an agreement for shipments over a penod of one year or less 
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Steam coal. Coal used by power plants and industrial steam boilers to produce electricity or process steam. It generally is lower in Btu heat content and hi&= in 
volatile matter than metallurgical coal. 

Sulfur. One of the elements present in varying quantities in coal that Conhlhutrs to environmental degradation when coal is bumed. Sulfur dioxide is produced 
as a gaseous by~product of coal combustion. 

Sulfur content. Coal is commonly described by its sulfur content due to the importance of sulfur in envimnmental regulations. "Low sulfur" coal har a va~iety 
of definitions hut is typically used to describe coal consisting of 1.0% or less sulfur. A majority ofTECO Coal's Central Appalachian reserves are of low sulfur grades. 

surface mine. A mine in which the mal lies near the surface and can be extracted by removing overburden. 

Synthetic Fuel (Synfuel). A solid he1 that is produced by miring coal andlor coal waste with various additives, causing a chemical change to occur within the 
onginal product. 

Tipple. A structure that facilitates the loading of coal into n i l  ears. 

Tons. A "short" or net ton is equal to 2,000 pounds. A "long" 01 British ton IS 2,240 pounds; a "metric" tonne is approximately 2,205 pounds. The shan ton is 
the unit of measure referred 10 in this Form 10-K. 

Un*srigned re~erves. Coal which has not been committed, and which would require new mineshahs, mming equipment, or plant faalities before operations 
could begin in the property. 

Underground mine. Also known as B "deep" mine. Usually located several hundred feel helor the earth's surface, w underground mine's coal is removed 
inechanically and transferred by shuttle car or conveyor to the surface. 

Unit train. A train afa  specified number of cars canying only coal. A typical unit train can cany st leut 10,000 tons ofcoal in a single shipment 

Utility coal. Coal used by power plants to produce electricity or process steam. It generally is lower in Btu heat conlent and higher in volatile matter than 
metallurgical coal. 

TECO GUATEMALA 

TECO Guatemala, hc.  (formerly TWG No"-Merchant, Inc.), has subsidiaries that have interests in independent power project* in Guatemala and a minority 
ownenhip interfit in an electrical distribution utility and affiliated entities. The TECO Guatemala subsidiarics had I33 employees as of Dec. 3 I ,  2007. 

TECO Guatemala indirectly owns 100% ofCentral Generadora Electrica San Jose, Limitada (CGESJ), the owner o f a  project located m Guatemala, which 
consists o fa  single-unit pulvnized-coal baseload facility (the Sam Jose Power Station). This facility was the first coal-fueled plant in Central America and meets 
environmental standards set by the World Bank. In 1996, CGESJ sipled B U.S. dollar-denominated power purchase agreement (PPA) with Empresa ElCctrica de 
Guatemala, S.A. (EEGSA), the largest private dislribution and generation company in Central America, to provide 120 megawatts of capacity and energy for I 5  yean 
beginning in 2000. In 2001, CGESJ signed an option with EEGSA to extend that PVA for five years at the end ofits current term for approximately $2.5 million. 
Tecnolagia Maritima, S.A. (TEMSA), an indirect wholly-owned subsidiary. in  addition 10 receiving the coal shipments for CGESJ, provides unloading services to third 
patties. Affiliates of TECO Guatemala had originally obtained SI 14 million of limited recourse financing from Bank of America (BOA), Overseas Private Investment 
Corporation (OPIC) and TUSI Company of the West (TCW for the Sa" JoSe Power Station. In 2004, CGESJ paid off its loans with BOA, OPIC and TCW with 
proceeds f" a non-recourse $120 million loan f" a syndication led by Banco Industrial. 
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'rampa centro Americana de Electricidad, Limitada (TCAE), an entity 96.06% owned by TPS Guatemala One, Inc., a subsidiary of TECO Guatemala, and the 
owner of a natural gas-pawered facility (the Alharada Power Station). has a U.S. dollar-denominated PPA with EEGSA to pmvide 7X megawatts of capacity far a 15- 
year period ending in 2010. In 2031, TCAE signed an option with EEGSA to extend that PPA for five years at the end of its current term for approximately $2.9 
million. EEGSA is responsible for providing the fuel for the plant, with a subsidiary of TECO Guatemala providing a~~istance in fuel administration. Affiliates of 
TECO Guatemala had originally obtained $29 million of limited recourse financing from OPlC for the Alborada Power Station. In 2002, TCAE paid Offits loan with 
OPlC with a ponion ofthe proceeds from a non-recourse $25 million loan from Banco Industrial, a local bank in Guatemala. 

in pormgal, completed the purchase ofan 80.9% ownership interest in EEGSA for $520 million. TECO Guatemala contributed $I 00 million in equity and owns a 30% 
interest in this con~oni~m. At lh is  time, the consortium maintains a controlling interest in EEGSA and other affiliate companies which provide, among other things, 
electricity transmis~ion servics~, telec~mmunicafion services, and power sales to large electric cust~mers and engineering services. EEGSA serves mort than 800.000 
wstomer~ in and around the metropolitan area ofGuatemala City. 

in 1998, DECA 11, a con~onium that includes an affiliate afTECO Energy, lberdrola, an electric utility in Spain, and Electricidade de Portugal, an electric Utility 

For CGESJ. TCAE and DECA 11, TECO Guatemala has obtained political tisk insurance for currency inconvertibility, expropriation and political violence 
covering TECO Guafemala's indirect equity investment and economic mums. 

Our existing plants in Guatemala operate under environmental permits issued by the local environmental authorities. The plants were built in accordance 10 
World Bank Guidelines of 1988 and 1994, at the time of con$tmction of these assets. TECO Guatemala complies with strict monitoring programs established by the 
local Ministry of Environment-MARN, which regulates local environmental laws and monitors compliance. TECO Guatemala has an environmental emission contr01~ 
plan. monitoring programs as per the approved permits and lender requirements, pursuant to the referenced World Bank Guidelines 

TECO Guatemala operates 11s hcilities under an approved environmental management plan, providing for efficient facility operation while assuring worker 
health and safety and reducing environmental impacts. 

TECO TRANSPORT 

On Dec. 4,2007, TECO Energy completed its =le of TECO Transport for cash to an unaffiliated investment group. The selling price of$405 million resulted i n  
an aher-tax gain of$149.4 million, before transaction related costs of $16.3 million after tax. As a result ofits continuing involvement via a water-home tramponation 
contract with Tampa Electric, all results through Dec. 3,2007 are accounted for in continuing operations. 

TECO Transport directly or indirectly owned an interest m nine subsidianes involved in water-home trannponation, storage and transfer ofcoal and other dry- 
hulk commodities. These subsidiaries included TECO Ocean Shipping, Inc. (Ocean Shipping), TECO Barge Line, h c .  (Barge Line), TECO Bulk Terminal, LLC (Bulk 
Terminal) and TECO Towing Company. 

TECO Transpon's subsidianes petformed substantial services for Tampa Electric. Through Dec. 3,2007, approximately 32% of TECO Transport's mvenue~ 
were from Tampa Electric and approximately 6X% were from third-pany c u m m e n  including phosphate customen, steel industry cunmmen, grain customers, coal and 
petroleum coke customers, and participation in fhc U.S. Govemment's cargo preference programs. The pricing for ~erv ices  performed by TECO Trampon's operating 
companies for Tampa Electric was based on a 
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market-based fixed-price per ton, generally adjusted quarterly for changes in certain fuel and p i c e  indices. Most of the third-party utilization of the ocean-going YeSSelE 
(ships and barges) were for domestic and international  movement^ of diy-bulk commodities and domestic phosphate movements. Roth the terminal and river transport 
operations handled a variety of dry-bulk commodities for third-party customers. 

Competition within TECO Transpart's markets was based primarily on geographic markets served. pricing, and Service level. The majority of the wean business 
and all of the river business was subject to the Jones Act, which prohibits the use of non-U.S. flag v e ~ ~ e l s  for movement between U.S. pons. The business of TECO 
Tmmpon's subsidiaries. taken as a whole, was not subjecl to significant seasonal fluctuation, but was sensitive to weather and economic conditions. 

The lnterState Commerce Act exempts tiom regulation water t ian~ponatim of certain diy-bulk commodities. In 2007, all fransportation services provided by 

the coast Guard and the EPA to assess penalties for oil and hamardous substance discharges. Under this Act, there agencies are also empowered to assess 
TECO Trampon's subsidiaries were within this exemption. TECO Transport's subsidiaries were subject to the provisions of the Clean Water Act of 1977 which 

clean~up costs for such discharges. In 2007, TECO Transport spent $0.5 million for environmental compliance. 

rwc MERCHANT, INC. 

The TWG Merchant entity was created lo  own interests in merchant power projects. In 2003, TECO Energy announced that its strategy going forward was to 
focus on the Florida utilities and profitable unregulated businesses and to reduce the company's exposure to the merchant power markets. As of Dec. 3 I ,  2W6, TWG 
Merchant had sold its interem in all independent power projecls and had effectively reduced the company's exposure. Any residual results of operations starting with 
the fiscal year ending Dec. 31,2006, are reported in "Other and eliminations", removing TWG Merchant as a reponable Segment. Also effective as ofDec. 3 I, 2006, 
TWC Merchant had no remaining employees. 

Item 1A. RiskFsetors 

General B u ~ i n s ~ r  and Oprntionnl Risks 

General economic conditions may adversely affect our businesses. 

Our businesses are affcctcd by general economic conditions. In panicular, the pmjected groulh in Tampa Electric's service area and in Florida is important to 
the realimim ofTampa Electric's and PGS' respective forecasts for annual energy sales growth. An unanticipated downtum or a failure ofmarket conditions to 
improve, such as the current slowdown in the hausinr markets, in the Tu" Electric service areas or in Florida's economy could adversely affect Tamva E l e ~ t r i c ' ~  or 
PCS' expecred performance. 

internationally. 
TECO Coal and TFCO Guatemala are also affected by general ecmomic conditions in the industries and geopph ic  areas they serve. both nationally and 

Potential competitive changes may adversely nffeet our replafed electric and gas businesses. 

Thhe U.S. electric power industry has been undergoing restructuting. Competition in wholesale power sales has been introdczed on a national levcl. Some stater 
have mandated or encouraged competition at the retail level and, in Some ~ituation~, required divestiture of generating assets. While there is aetivc wholesale 
competition in Florida, the retail electric business has remained ~ubsfantially hee from direct competition. Although not expected in the foreseeable future, changer in 
the competitive environment occasioned by leginlalion. regulation, market conditions or initiatives of other electric power providers, particularly with respect to retail 
competition, could advenely affect Tampa Electric's business and ifs expected performance. 
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"he gas distributton industry has been subject to competitive forces for several years. Gas sewices provided by PGS are now unbundled for all non~reiidential 
cusiomcrs. Because PGS eams margins on dislribution of gas but not on the commodity itself, unbundling has not negatively impacted P G S  results. However, future 
~tru~tur.4 changes that we cannot predict could adversely affect PGS. 

Our e l e ~ t r i ~  and gas businesses are highly regulated, and any changes in regulntionr or the regulatory environment could lower revenues or increase costs or 
competition. 

Tampa Electric and PGS operate in highly regulated industries. Their retail operations, including the prices charged, are regulated by the FPSC, and Tampa 
Electric's wholesale power sales and mnsmis~ion sewices are subject LO ~egulation by the FERC. Changes in regulatory requirements or adverse regulatory actions 
could have an advase effect on Tampa EIcc~IIc's or PGS' financial performance by, for example, iimeasing competilion or costs, threatening inveStment recovery or 
impacting rate SnuCtUre 

PGS i s  currently earning below the boaom of its allowed ROE range, and Tamps Electric's earnings may decrease and it may not be able to earn i t s  allowed 
return with the current bane rates. 

PGS is a m n t l y  eaming below the bottom of its allowed ROE range, and expects to file far base rate relief in 2008. Tampa Electric's profitability may decrease 
and it may not be able to eam within i ts allowed ROE m g c  under its current base rates due to higher recuning capital spending primarily in the transmission and 
distribution areas and generally higher levels of "on-fuel operations and maintenance spending, even without the construction of new generating capacity. 

Our financlsi results could be adversely alTefeeted if the base rate proceedings expected by Tampa Electric and PGS do not have the expected outcomes. 

Tampa Eiectric and PGS cxpccf to reek base rate increases to recover higher levels of non-fuel operations and maintenance spending and the increased level of 
capital investments in facilities and infrastructure. While the FPSC has a history ofconstructive regulation, we cannot predict the outcome of any such regulatory 
prmeeding. If cost recovery is not p n t e d  or if the allowed retum on equity is reduced, our financial rrs~lts could be adversely affected. 

Changes in the ewironmentnl laws and regulations affecting our businesses could increase our C O S ~ S  or curtail our activities 

Our businesses arc subject 10 regulation by various governmental authorities dealing with air, water and other environmental matters Changes in compliance 
requirements or the interpretation by govmmenlal authorities ofexisling requirements may impose additional costs on us or require us to curtail some of our 
businesses' activities. 

There is inrreiaing debate and discussion regarding the regulation of GHG, emirrionr and same states have already proposed or enacted regulations relating 
to these emissions, which if enacted could inerewe our cose or the corn of our customers or cwt.ii sale .  

Among OUT companies, Tampa Electric has the most significant number of stationary sources with air emissions. n e  form of any GIIG emission regulation, 
either federal or state, i s  unknown at this time and potential costs IO reduce GHGs are unknown. Presently there is no viable technology to remove CO, post- 
combustion from conventional coal-tired unih such as Tampa Electric's Big Bend units. 

Regulation in Florida allows utility companies to recover from customers prudently incurred costs for compliance with new environmental regulations. Tampa 
Electric would expect 10 recover from cuStomen the costs ofpower plant modifications or other costs required to comply with new GHG emission regulation, but 
increased costs for electricity may cause customers to change usage patterns, which would impact Tampa 
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Electnc'a ~a les .  ifthe regulation allowing cast recovery is changed and the cost of compliance is not recovered through the Environmental Cos1 Recovery Clause. 
Tampa Electric could seek to recover those costs through a base-rate procccding, but we cannot predict whether the FPSC would grant such recovery. 

in the case ofTECO Coal, the use of coal to generate electricity is considered a significant source of greenhouse gas emissions. New regulations, depending on 
final form, could cause the consumption of coal to decrease or the cost ofsales to mcrease, which could negatively impact TECO Coal's earnings. 

The significant, phased reductions in GHG emissions called for by the executive orders signed by the governor of Florida in 1Wl could add to Tampa 
Eleerric's costs and adversely affect its operating resdts. 

in 2007, the governor of Florida signed three ex~cutive orders aimed at reducing GHG in the state. Thhe executive orden call for GHG emissions by the utility 
sector in Florida ufnot greater than 2000 lev& by 201 7, not greater than 1990 levels by 2025, and not greater than 20% of 1990 levels by 2050. Although we believe 
Tampa Electric's repowering ofthe coal-fired Gannon Station to the natural gas-fired H. L. Culbreath Bayside Station should posilion the company well to meet the 
201 7 target. Tampa Electric is stili evaluating whether it  will be able 10 meet the 2025 and 2050 targets 

Thhe executive orders charge thc Florida Depanment of Environmental Pmfection (FDEP) with developing detailed m l e ~  10 implement there emissions limie. 
The FDEP has stand the rule m&ing process, but it i s  expected to take an extended period of time to reach completion. Until the final rules are developed, the impact 
on Tampa Electric and its customers cannot be determined. However, if the final mies result in increased costs to Tampa Electric, or funher changes in customer usage 
patiems in response to higher rates, Tampa Electric's operating re~ults could be adveneiy affected. 

A mandatory renewable energy portfolio rtsndnrd could sdd to Tampa Electric's cmts Bod adversely affect its operating rewlts. 

in connection with the executive orders signed by the Govemoi of Florida in July 2007, the FPSC was tasked with evaluating a renewable ponfolio target of 
2OYY by 2020. In addition, there i s  proposed legislation in the U.S. Congress to introduce a renewable energy ponfolio standard at the federal lwei .  it remains unclear, 
however, if or when action on such legislation would bc completed. Tampa Electric could incur significant costs to comply with a renewable energy ponfolio standard. 
8s proposed. Tampa Electric's operating mulls  could be adversely affected ifTampa Electric were not permitted to recover these cosls from customc~s, or ifcmtomers 
change usage pallems in response to increased rates. 

Tamps Electric, the State of Florida and the nation as a whole are increaaingly dependent on natural gas to generate eleetririty. There may not he  adequate 
infrastructure to deliver adequate quantities of natural gas to meet the expected futuro demand and the expected higher demand for natural gas may lead to 
increasing costs far the commodity. 

The deferral of Tampa Electric's iGCC unit and the cancellation of numemus proposed em-fired generating stations in Florida and across the United  state^ in 
response to GHG emisions concerns will lead 10 an increaring reliance on natural gas-tired generation to meet the growing demand for electriciry. Currently there is an 
adequate supply and infrastructure to meet demand for naNrai gas in Florida and nationally. There is, however, uncertainty regarding whether the available supply of 
both domestic and imponed natural gas and the existing infrastructure to trampon the natural gas into and within Florida are adequate to meet the projected increased 
demand. 

if supplies are inadequatc or if si@iflcant new investment is required to insali the pipelincs necessary to tran~pon the gas, the EOSI ofnatural gas could rise. 
Currently Tampa Electric and PGS are allowed to pass the cost for the commodify gas and tiansponafion Services through to the customer without profit. Changes in 
regulations could reduce eamings for Tampa Electric and PGS if they required Tampa Electnc and PGS to bear a portion of the increased cost. 
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Our businesses are sensitive to variations in weather and the effects of extreme weather, and have SIPSO~PI variations 

Most ofour businesses are affected by variations in general weather conditions and unusually severe weather. Tampa Elecaic's and PGS' energy sales are 
panicularly sensitive l o  variations in weather conditions. Those companies forecast energy sales on the basis of normal weather, which represents a long-term historical 
average. Significant vanations from normal weather could have B material impact on energy sales. Unusual weather, such as hurricanes, could adversely affect 
operating costs and sales and cause damage to our facilities, requiting additional costs 10 repair. 

PGS, which has a typically shon but significant winterpeak period that is dependent on cold weather, is more weather-sensitive than Tampa Electric, which has 
both summer and winter peak periods. Mild winter weather in Florida can be expected to negatively impact results at PGS. 

variations in weather conditions a h  affect the demand and prices far the commodities sold by TECO Coal. Severe weather conditions could intempt or slow 
coal production or rail transponation and increase operating costs. 

Commodity price changes may .fleet the operating costs and competitive positions of our businesses. 

Mail of our businesses are sensitive to changes in coal, gas, oil and other commodity prices. Any changes could affect the prices there businesses charge, their 
operating costs and the competitive psil ion oftheir products and SewiceS. 

In the case of Tampa Electric, fuel costs used for generation are affected primarily by the cost of coal and natural gas. Tampa Electric is able to TCFOYZ~ 

prudently incumed costs of fuel through retail C U S I O ~ ~ T S '  bills, but increases in fuel costs affect electric prices and, therefore. the competitive position of electricit) 
against othcr energy sources. 

The ability to make sales and the margins eamed on wholesale power sales are affected by the cost affuel 10 Tampa Electric. panieularly as it compares to the 
costs of other power producen. 

In the case of PGS, costs for purchased gas and pipeline capacity are recovered through retail customers' bills, but increa~es in gas costs affect total retail prices, 
and therefore. the competitive position of PGS relative to electricity, other forms ofenergy and other gas suppliers 

In the case d T E C O  Coal, the selling price of coal may cause it to athor decrease or increase production. If production is decreased, there may be EOSI 

associated with idling facilities or write-offs of reserves that are no longer economic. 

Changes in customer energy usage panrmr may affect sder at our utility companies. 

The average energy usage per Tampa Electric and PGS' residential customer declined in 2006 and 2007. We believe that this was in response to mild weather, 
higher energy prices reflected both through the fuel charge on bills and for higher energy prices in general, increased appliance efticiency, and to changes in residential 
EonStruCtion pattems in Tampa Electric's service a m .  In addition, the CUITCIII slowdo- in the Florida housing market har increased the number of vacant residence 
which have active meters but minimal energy consumption 

The Utilities' forecasts are based on normal weather pallems and long-term historical trends in cu~tomer energy use pattems. Tampa Electric's and PGS' ability 
to increase energy sales and eamings could be negatively impacted if energy prices increase in general and customers continue to use less energy in response to higher 
energy prices. 
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The number of new multi-family homes has increased relative to traditional detached single-family homes in ZOO6 and 2007. New multi-family residential 
~onstmction tends to he smaller and more energy efficient than traditional detached residences; therefore. the per-residential customer usage is lower for these 
residences. The number of multiLfamily building pmnits issued in the Tampa area increased in 2007 compared to detached single-family residences. which indicates 
that this trend may contmue. A higher percentage of multi-family residences may cause a funher decline in per-residential customer usage. 

We rely on some transmission and distribution as~ets that we do not own or control to deliver wholesale elertrieity, as well 8s n~tural  gas. If bmsmissian i s  
disrupted or if espacily is inadequate, our ability to sell and deliver electricity and nstursl gas may bo hindered. 

We depend an transmission and dishihution facilities owned and operated by other utilities and energy companies to deliver the electricity and naNral gas we 
Sell to the wholesale and retail markets, as well as the natural gas we purchase for use in OUT electric generation facilities. Iftransmission is disrupted, or ifcapacity is 
inadequate, our ability to sell and deliver products and satisfy OUT eontra~tual and sewice obligations may be hindered. 

The FERC has issued regulations that require wholesale electric transmission services to he offered on an open-access, non-discriminatory hasir. Although these 
regulations are designcd to encourage competition in wholesale market tmSaCtiom for electricity, there is the potential that fair and equal access to tranSmisSion 
systems will not be available or that sufiicient transmission capacity will not be available to fransmif electric power as we dcsire. We cannot predict the timing of 
industry changes as a result of these initiatives or the adequacy of transmission facilities. Likewise, unexpected intemption in upstream natural gas supply or 
transmission could affect OUT ability to generate power or deliver natural gas to local distrihbution customers. 

We may be unnblo to take advantage ofow existing tax credits and deferred tax benefits 

We have generated significant tax credits and deferred tar assets that are being emied over to future periods to reduce futare cash payments for income tax. Our 
ability to utilize the carry-over credits and deferred tax a ~ ~ e t ~  i s  dependent upon sufficient generation offuture taxable income. 

Impnirment testing of certain long-lived assets and goodwill could result in impairment charges. 

We test our long-lived assets and goodwill for impairment annually or more frequently ifcenain triggering evem wcur. Should the current carrying values of 
any ofthese assets not he recoverable, we would incur charger to wife down the assets to fair market value. 

Problems with operations could cause us to incur wbntnntial costs. 

Each of our subsidiaries is subject 10 various operational risks, including accidents, or equipment failures and operations hrlow expected levels ofperformance 
or efficiency. As operators of power generation facilities, our subsidiaries could incur problems such as the breakdown or failure ofpower generation equipment, 
transmission lines, pipelines or other equipment or processes that would result in performance below assumed levels of output or effkiency. Our outlwk assums 
n o m 1  opcratians and normal maintenance periods for our operating companies' facilities. 

Our international projects are subject to risk that could result i m  10sse3 or increased costs. 

Our projects in Guatemala involve numerous risks that are not present in domestic projects, including expropriation, political instability, currency exchange rate 
fluctuations, repatriation restrictions, and regulatory and legal uncertainties. TECO Guatemala attempts to manage there risks through a variety ofrisk mitigation 
measures, including specific ~antractual provisions, obtaining "on-recourse financing and ohmining political risk insurance where appropriate. 
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Guatemala, similar to many muntrics, has been experiencing increasing fuel and corresponding electricity ptices. As a resuit, TECO Guatemala's operations are 
exposed to increased tirkr as the country's govemment and regulatory authotities seek ways to reduce the cost ofenergy to its Consumen. 

we are B party frem time to time to 1qg. l  proceedings that may w s d t  in P material adverse effect on our finnneinl condition. 

From time to time, we are a party lo, or otherwise involved in, l a w ~ ~ i t ~ .  claims, proceedmgs, investigations and other legal manen that have arisen in the 
ordinary coune of conducting our business. While the outcome of these lawsuif~. claims, proceedings, investigations and other legal matters which we are a party 10. or 
othenvise involved in. cannot be predicled with certainty, any adverse outcome to law~uils against us may result in a material adverse cffecl on our financial condition. 

Finoneing Risks 

We have substantial indebtedness, which could adversely affeet our financial condition and  financial flexibility. 

We bavc significant indebtedness, which has resulted in fixed charges we arc obligated to pay. The level ofour indebtedness and re~ttictivc covenants Eonfained 
in our debt obligations could limit our ability to obtain additional financing and could prevent the p a ~ e n l  of dividends ifthose payments would cause a violation ofthe 
CO"ella"tS. 

We. TECO Finance and Tampa Electtic Company must meet certain financial tests as defined in the applicable agreements to use our and ill respective credit 
facilities. Also, we, TECO Finance, Tampa Electric Company and other operating companies, have certain resfriclive covenants in specific agreements and debt 
instruments. 7he restrictive covenants of our suhsidiaties could limit their ability to make distributions to us, which would further limil our liquidity. See the Credit 
Facilities section and Significant Financial Covenants table in the Liquidity, Capital Resources sections of MD&A for desctiptions of there tests and covenants. 

As of D e .  31,2007, we were in compliance with required financial covenants, hut we cannot assure you that we will he in compliance with these financial 
covenants in the future. Our failure to comply with any of these covenants or to meel our payment obligations could result in an event of default which, if not cured or 
waived, could result in the accelerati~n ofother outstanding debt obligations. We may not have suffkienf working capital or liquidity IO satisfy our debt obligations in 
tbc event ofan acceleration ofall or a ponion of OUT outstanding obligations. 

We also incur obligations in connection with the operations of OUT subsidiaries and afiliues that do not appear m our balance sheet. These obligations take the 
form of guarantees, letten of credit and contractuai commiments, as described under Off Balance Sheet Financing and Liquidity, Capital Resources sections of 
the MD&A. 

Our financial condition and results could be adversely affected if our Capital expenditure are greater than forecast. 

We are forecasting bigher levek of capital expenditures, primarily at Tampa Electric, for compliance with OUT environmental consent decree, to suppon normal 
Customer growih, to comply with thc design changes mandated by the FPSC to harden tranmission and distribution facilities against hurricane damage, IO improve 
transmission and distihution system reliability, to improve coal-fired generating unit reliability, and to install peaking combustion turbines to meet peaking capacity 
needs. Tampa Electric plans 10 meet 11s 2013 baseload generating need with a combined cycle nafuial gas piant with an estimated capital cost ofapproximately $550 
million, excluding AFUDC. 
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l f w e  arc unable to mantain capital expenditures at the forecasted levels. we may need to draw on credit facilitie~ or B C C ~ S S  the capital markets on unfavorable 
We cannot be sure that we will be able to obtain additional financing, in which case our financial position, eamings and credit ratings could be adversely 

affected. 

Our finsncisl condition and  ability to seeess capital may he  m r e r i d l y  adversely affected by ratings downgrades and  we cmnot be assured of any rating 
improvomonh in the future. 

Our senior unsecured debt is rafcd as investment grade by Moody's hvestor's Services (Moody's) at Baa3 with a stable outlook, but below investment grade by 
Standard & Poor's (S&P) at BE+ with a stable outlook, and by Fitch Ratings (Filch) at BB+ on Rating Watch Positive. The senior unsecured dcbt ofTampa Electric 
Company is rated by S&P at BBB-with a stable outlook, by Moody's at Baa2 with a poritivc outlook and by Filch at BEE+ and an Rating Watch Posilive. Any 
downpdes  by the rating agencies may affect our ability to borrow, may change requirements for future collateral or margin postings, and may increase our financing 
costs, which may decrease our eamings. We also may experience gra te r  interest expense than we may havc otherwise if, in future periods, we replace matufing debt 
with new dcht bearing higher inferat rates due to any such downgrades. In addition, dorngrader could adversely affect our relatiomhips with customers and 
counterparties. 

At current ratings, Tampa Electric and PGS arc able to purchase electricity and gas without providing caliateral. lf the ratings of Tampa Electnc Company 
decline IO below investment grade. Tampa Electric and PGS could be required to post coilaferai to support their purchases of electricity and gas. 

Because we are a holding company, we are dependent on cash flow from our subsidiaries, which may not he avsilsblr in the amounts and  a t  the times we need 
it. 

We are a holding company and are dependen1 on cash flow from our subsidiaries to meet our cash requirements that am not satisfied from extemal funding 
sourccs. Some of our subsidiaries have indebtedness containing restrictive covenants which, if violated, would prevent them from making cash distributions to US. In 
particular, certain long-term debt at PGS prohibits payment ofdividends to US if Tampa Electric Company's consolidated shareholders' equiry is lower than $500 
million. At Dec. 3 I ,  2007, Tampa Eiectnc Company's consolidated shareholders' equity was approximately $1.8 billion. Also, our wholly owned subsidiary. TECO 
Diversified, he., the holding company for TECO Coal, has a guarantee related to a coal supply agreement that could limil the payment ofdividends by TECO 
Diversified 10 us (see the Significant Finmeid CovenanfJ table in the Liquidity, Capital Resourea sections ofMD&A). 

VPT~OUI factors could affect our ability ID sustain our dividend. 

Our ability 10 pay a dividend, or sustain it at current levels, could be affected by such factors as the level of our eamings and therefore our dividend payout ratio, 
and pressures on our liquidity, including unplanned deb1 repayments, unexpected capital spending and shortfalls in operating cash flow. These are in addition to any 
restrictions on dividends from our subsidiaries to us discussed above. 

We m e  vulnerable to interest rate changes and may not have access to capital at favorable rates. if at all. 

A portion of our debt bears interest a t  variable rates. Increases in interest rates, therefore, may require a greater portion of our cmh flow to be used to pay 
interest. In addition, changes in  interest rates and capital markets generally affect our C O S ~  ofborrowlng and access to these markets. 

Item 1B. UNRESOLVED STAFF COMMENTS. 

None. 
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llrm 2, PROPERTIES. 

TECO Energy believes that the physical properties of its operating companies are adequate to cany an their businesses as currently conducted. The properlies of 
Tampa Electric are subject to a first mongage bond indenture under which no bonds are currently outstanding. 

TAMPA ELECTRIC 

Tampa Electric has seven electric generating plants and seven combustion hrrbine units in service with a total net winter generating capability of 4,602 

from two diesel “nits), Polk (255-MW capability from one integrated gasification combined cycle (IGCC) unit), three combustion turbine units (CTs) located at Big 
Bend (129-MW) and four CTs at Polk (734.4-MW). Additionally, Tampa Electric has 6-MW of generating capability from generation units located at the Howard 
C u m  Advanced Waste Water Treatment Plant in the City of Tampa. 

including Big Bend ( I  ,605-MW capability from four coal units), Bayside (1,837-MW capability from two natural gas units), Phillips (35.4~MW capability 

Units at Big Bend went into service from 1970-1985. The Polk IGCC unit began commercial operation in 1996. In 1991, Tampa Electric purchased two power 
plants (Dinner Lake and Phillips) from the Sebring Utililiez Commission (Sebring). Phlllips was placed in service by Sebring in 1983. Dinner Lake was retired from 
s e ~ i c e  in January 2003. Bayside Unit I was completed in April 2003 and Bayside Unit 2 was completed in January 2004. 

Tampa Electric owns 177 substations having an aggregate transformer capacity of 21,101 Mega Volts Amps (MVA). The mnsmiwan  system COnEiSU of 
approximately 1,309 pole miles (mcluding underground and double-circuit) of high voltage transmission lines, and the distribution system C O ~ S ~ S ~ S  of 6.137 pole milcs 
of overhead lines and 7,893 trench miles of underground lines. As of De. 3 I, 2007, there were 668,721 meters in sewice. All ofthis propeny is located in Florida. 

All plants and important fixed assets are held in fee except that titles to some ofthe properties is subject to easements, leases, contracts, covenants and similar 
encumbrances and minor defects of a nature common to propenies ofthe si le  and character ofthose ofTampa Electric. 

Tampa Electric has eaSements far rights-otway adequate for the maintenance and operation d i t s  electrical transmission and distribution lines that are not 
conslmcted upon public highways, roads and streets. It has the power of eminent domain under Florida law for the acquisition of any such rights-of-way for the 
operation of transmission and distribution lines. Transmission and distribution lines located in public ways are maintained under franchises or permits. 

Tampa Electric Company has a long-term lease for the offiico building in d o m t o w  Tampa which serves as headquaners for TECO Energy, Tampa Electric. 
PGS, and TECO Guatemala. 

PEOPLES GAS SYSTEM 

PGS’ distribution system extends throughout the areas it in Florida and consis& ofapproximately I7,M)O miles of pipe, including approximately 11,000 
miles of maim and 6,000 miles of Service lines. Mains and SeNke  linm are maintained under rights-of-way, franchiser 01 permits. 

PGS’ operations are located in 15 operating divisions throughout Florida. While most ofthe operations and administrative facilities are owed .  a small number 
are leased. 

TECO COAL 

Property conmo1 

Operations of TECO Coal and its subsidiaries are conducled on both owned and leased properties totaling nearly 250,000 acres in Kentucky, Tennessee and 
Virginia. TECO Coal’s current practice is to obtain a title 
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review from a licensed attomey pnor to purchasing or leasing propeny. As is typical m the coal mining industry, TECO Coal generally has not obtained title insurance 
in  onn nee ti on wlth its acquisitions of coal reserves andlor related surface prapenies. In many cases, the ~el ler  or lessor will grant the purchasing or leasing entity a 
warranty afpropeny title. When leasing coal reserves andiar related surface properties where mining has previously O E C U T ~ ~ ,  TECO Coal may opt not to perform a 
separate title conf~rmation due to the previous mining activities such a propeny. In cases involving less significant properties and consistent with industry practices, 
title and boundaies to less significant prapenies are verified duing  lease or purchase negOtiatinnS. 

In ~i tua t ion~  where pmpeny is controlled by lease, the lease terms are generally sutlicient to allow the reserves for the associated operation to be mined within 
the mnitial lease term. In fact, the terms ofmany o f t h e e  leases extend until the exhaustion of the mineable and merchantable mal from the leased property. If, however, 
 extension^ ofthe original lease term become necessary, provisions have generally been made within the original lease to extend the lease tenn upon continued p a p e n t  
of minimum myalties. 

Cod Reserves 

As of Dee. 31,2007, be TECO Coal operating companies had a combined estimated 277. I million tons ofproven and probable recoverable reserves. All of the 
reserves consist afHigh Vol A Bituminous Coal. Reserves are the portion of the proven and probable tonnage that meet TECO Coal's economic critena regarding 
mining height, preparation plant recovery. depth of overburden and stripping ratio. Generally, these reserves would be commercially mineable at year-end pnce and COSI 
levels. Additionally, 64 million tons of coal classified as "resource" were identified in earlier third-party audit repons. By secunng additional surface property leases in 
2w7,  we were able IO reclassify same of the coal previously listed in the  SOUKC^' KC^'' category as "ree~crves". The total identified resource now stands at 51.5 million tms 
"fcoal. 

Reserves a x  defined by SEC Industry Guide 7 as that pan of a mineral deposit which could be economically and legally extracted or produced at the time of thr  
reserve determination. Proven and probable coal reserves are defined by SEC Industry Guide 7 as follows: 

Proven (Measured) ReservesReserves for which (a) quantity is computed from dimcnsions revealed in outc~ops, trenches, working or d i l l  holes: grade 
andlor quality are computed from the resulu of detailed sampling; and (b) the sites for inspection, sampling and measurement are spaced so closely and the geeologic 
character is so well defined that size. shape, depth and mineral content of reserves are well-established, 

Probable (Indicated) Reserves-Reserves for which quantity and grade andlor quality are computed from information similar to that used for proven reserves 
but for which the rites for inspection, sampling and measurement are fanher apart or are othmvise less adequaltely spaced. me degree of assurance, although lower 
than that for proven reserves, is high enough to assume continuity between points ofobservation. 

Drill hole spacing for confidence levels in reserve calculations is based on guidelines in U.S. Geological Survey Circular 891 (Coal Resource Classification 
System of the U.S. Geological Survey). In this method ofclassification, 'proven" reserves are considered to be those lying within one-quaner mile ( I  ,320 feet) afa 
valid point of meaSwe"nl and "probable" reserves are those lying between one-quaner mile and three-quanen mile (3,960 feet) from such an observation point. 

Our rese~ve eStimatel are prepared by om staff of geologists, whose experience m g e  from 15 years to 30 yeam. We also have two chiefgeologists with the 
responsibility to track changes in reserve estimates, supervise TECO Coal's other geologists and coordinate third party ~eviews ofour reserve estimates by qualified 
mining conrultanls. In 2007, a third-pany reserve audit was performed by Marshall Miller & Associates on the ponion ofreserves acquired during 2007. The results of 
that audit are reflected in the numberr within this repon. 

34 

265 



TAMPA ELECTRIC COMPANY 
DOCKET NO. 080317-El 
SCHEDULE NO. F-2 
PAGE 37 OF 506 

Table 3 below shows recoverable reserves by quantity and the methud ofpmpeny ~ont ru l  as well as the Assigned and Unassigned re~erves per mining complex: 

RECOVERABLE RESERVES BY QUANTITY "' 

Tsble 3 
(M i lao "~  of tons) 

KYlClmpbcll County. Tli 6.b 6.1 0.6 1.c 5.1 0.4 0.1 6.4 8.4 
Clinnrood LiWlnm Mining 

PikcCousy, KYI  

Total 

BurhananCounfy.YA SI.5 43 X 7 1  3.9 476 5 1 5  39.0 
QkCwnty.KYRnchcr 

County. KYIFbyd Couny. 
KY XI( 64s i6.l 46.7 3 a . 1 7 2 . 1  81.9 8.9 

P E T  cowty .  KYI 

LCi l lC  C"""ty, KY, 
137,8137.8 140.4 ~ ~. Knoll County, KY - 

277.1 167.! iW.6 51.C 225.:261.8 165.5 153 8 4  
13i.n 52.6 ~5.1 ~. 

Table 4 below shows the recoverable reserves by quality, including sulfur cantent and coal type, per mmtng complex 

RECOVERABLE RESERVE5 BY QUALITY 

Table 4 
(Mileons of tons) 

Svlrur Co.lml 

R.co"onblr Rnervr, Compliance Ar~ragr  BTUllb 
Mid"* comp1lor IMIllions orrana) - <I% 1x1 - 21% To"* 1'1 As rerdvcd Cad Type '" 

Clintwwd Elkhom Mining 51.5 23.0 28.5 23.0 13,400 HVM, LSU, PCI 
81.0 29.0 52.0 22.1 13,350 IS, LSU, PCI Premier ElWlm Coal 

Perry county Coal 137.8 130.1 7.7 76.8 13,195 LSU.PC1.V 

Gatliff Coal Company 6.8 6.2 0.6 - 13,500 LSU 

Total 277.1 121.9 

Notes: 
(1 ) 

(2) 
(3) 

(4) 

Reserve information reflects a moisture factor of6.5%. This moisture factor represenis the average moisture present in TECO Coal's delivered coal. 

<I% or >I% refers to sulfur content as a percentage in coal by weight. 
Compliance coal is any coal that emits less than 1.2 pounds ofsulfur dioxide per million BTU when bumed. Compliance c o d  mce l~  sulfur emission standards 
imposed by Title IV ofthe Clean Air Act. 
Rcserve holdings include metallurgical coal reselves. Although these metallurgid coal reserves receive the highest selling price in the cumnt market when 
marketed Io steel-making customm, they can a150 be marketed as an ultra-high BTU, low sulfur utility coal far electricity generation. 

HVM--High VoI Met 
LSU--Law Sulfur Utility 
PCIL Pulverized Coal Injection 
V-various 
IS-Industrial Storker 
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Reserve Estimation Procedure 

TECO Coal's reserves are based on over 2,XOO data points, including drill holes, prospect measurements, and mine measurements Our reserve e~timates also 
include informatton obtained from our on-going exploration ddl ing  and in-mine channcl sampling programs. Reserve classification is determined by evaluation of 
engineering and geologic information along with economic analysis. These reserves are adjusted periodically to reflect fluctuations in the e~oi iomi~s in the market 
andor  changer in engineering parameters and/or geologic conditions. Additionally, the information is constantly being updated to reflect new data for existing nmnerlv 
as well as new acquisitions and depleted reserves. 

This data may include elevation. thickness, and, where samples are available, the quality ofthe cod from individual d d l  holes and channel samples. The 
information is assembled by qualified geologists and engineers located throughout TECO Coal. Information is entered into sophisticated computer modeling programs 
from which preliminary reserves estimations are generated. The information denved f" the geological database is then combined with data on ownenhip or control of 
the mineral and surface interests to determine the extent of the reserves in a given area. Delerminations ofreserves are made after in-house gmlogints have reviewed the 
computer models and manipulated the gnds to better reflect regional trends. 

During TECO Coal's reserve evaluation and mine planning, the company takes into account factors such as restnctioni under railroads, roads, buildings, power 
lines, or other s1111ctu~es. Depending on these factors, coal recovery may be limited or. in Some instancss, entirely prohibited. Current engineering practices are used to 
determine potential subsidence zones. The footprint ofthe relevant srmeture, as well as a safety angle-of-draw, are considered when mining near or under such 
facilities. Also, as pan ofTECO Coal's reserve and mineability evaluation, the company reviews legal, economic and ather technical factan. Final review and 
recoverable reserve determination is completed after a thorough analysis by in-house engineers, geologistS and finance msociates 

TECO GUATEMALA 

TPS Sa" Jose. LDC, a subsidiary of TECO Guatemalq Inc., has a 100"h ownerrhip in a project entity, CGESJ, which owns appmximateiy IS2 acres in Masagua, 
Guatemala on which the 120 MW coal-fired San Jose Power Station i s  located. TPS Guatemala One, Inc., a subsidiary of TECO Guatemala, has a 96.06% interest in 
TCAE, which owns approximately I I acres in Escuintla, Guatemala on which the 78 MW oil-fired Alborada Power Station i s  located. TPS Opcraciones, a subsidiary of 
TECO Guatemala which provides operations, maintenance and administrative support to CGESJ and TCAE, owns approximately 43 acres in Maragua, Gualemala. 

TECO TRANSPORT 

Effsctive Dec. 4,2007, TECO Transpon was sold 10 an unaffiliated investmen1 group. This section describes its pmpenies as ofthat date. Bulk Terminal's 
storage and transfer terminal was on a I ,070-acre site fronting on the Mississippi River, approximately 40 miles south ofNew Orleans. Bulk Tenninal owned 342 of 
thcre acres in fee, with the remainder held under long-term leases. 

Barge Line operated a fleet of 14 line VCSECIS, 6 harbor vessels, and 627 river barges, appmximately 74'% ofwhich it owned, on the Mississippi, Ohio and lllinoi~ 
rivers and their fribufaries. TECO Barge owned I S  acres of land fronting on the Ohio River at Metropolis, Illinois on which its operating offiica, warehouse and repair 
facilities were located. Fleeting and repair services for its barges and those ofolher barge lines were performed at this location. Additionally, Barge Line performed 
fleeting activities in Davant, Louisiana, where Bulk Terminal was located. 
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Item 3. LEGAL PROCEEDINGS. 

From time to time, WD are a pany to, or otherwise involved in. I ~ W S U I ~ S .  claims, proced~ngr, investigations and other legal matters that have ansen in the 
ordinary course ofconducting our business. While the outcome of these Iawsuils, claims, procedings, investigations and other legal matters which we are a pany to, 01 

otherwise involved in, cannot be predicted with certainly, any advene outcome to law~uits against us may result in a matenal advene effect on our financial condition. 

For a discussion o f  the r e s o l ~ t i ~ n  ofpreviously disclosed legal proceedings and an update ofpreviously disclosed environmental matters, see Notes 12 and 8 
Commitments end Contingencies, o f  the TECO Energy, Inc. and Tampa Electnc Campany Consolidated Finnnrlal Statements, respectively. 
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Item 4. SUBMISSION O F  MATTERS T O  A VOTE O F  SECURITY HOLDERS. 

No matter was submitted during the fourth quarter of2007 to a vote of TECO Energy's security holders, through the mlicitation of proxies or otherwise 

EXECUTIVE OFFICERS O F  THE REGISTRANT 

The  name^. ages, current positions and principal oc~upa t ion~  during the l a ~ t  tive years of the current executive officers of TECO Energy are described below, 

currc.1 Pornlo", ."d Principal 

Chairman afthe Board and ChiefExecutive Officer, TECO Energy, Inc. and Tampa Electtic Company, July 2004 
to date; and prior thereto, Managing Partnn for South Florida, Deloitte & Touche, LLP (public accounting), 
Miami, Florida. 

Vice President-General Counsel and Chief Legal Officer, TECO Energy, Inc., and General Counsel ofTampa 
Electric Company. July 2007 Io date; and ptior thereto, Vice President and Depuly General Counsel, TECO 
Energy. Inc., since prior to 2003. 

President, Tampa Electric Company, October 2004 to date; Senior Vice hesident-Generation, TECO Energy, Inc. 
and Tampa Electtic Company. September 2003 to October 2004; and prior thereto, Vice President-Energy 
Supply, Engineering and Construction, Tampa Electric Company. 

President, Peoples Gas System. Since prior to 2003; President, Tampa Elecbic Company, September 2003 10 
October 2004. 

Senior Vice President-Corporate Services and Chief Human Resources Officer, TECO Energy, Inc., October 
2004 to &Ie and Chief Human Resources Officer and Procurement Officer, Tampa Electric Company. September 
2W3 to date; and prior thereto, Chief Human Resources Offleer, TECO Energy, Inc. and Vice President-Human 
Resources, Tampa Electtic Company. 

Executive Vice President and Chief Financial Offcer, TECO Energy, Inc., July 2004 to date; President, TECO 
Guatemala, October 2004 lo dale: Senior Vice President-Finance and ChiefFinancial Oflicer, TECO Energy, 
Inc., April 2001 10 July 2004; Senior Vice President-Finance and Chief Financial Offcer. Tampa Electric 
Company, since prior to 2003. 

Name & Ort"!".o", Ovrlnl Last Five YISrr 

Shenil1 W. Hudson 

48 Charles A. Atlal, 111 

56 Charles R. Black 

William N. Cantrell 

Clmton E. Childress 

5 5  

59 

48 Gordon L. Gillette 

John B. Rami1 52 

President and Chiefoperating Offker, TECO Energy, Inc., July 2004 to date; Executivc Vice President and Chief 
Operating Officer, TECO Energy, Inc., September 2003 to July 2004: Executive Vice President. TECO Energy, 
Inc., December 2002 to September 2003; President, Tampa Electric Company, April 1998 to September 2003. 

President of TECO Coal Corporation, since ptior to 2003. J. J. Shackleford 61 

Therc is no family relatiomhip berween any ofthe persons named above or between executive officers and any director ofthe company. The term of office of 
each offcer extends to the meeting ofthe Board ofuirectors following the next annual meeting of shareholden. scheduled to be held on Apr. 30,2008, and until such 
officer's S U E C ~ S S O ~  is elected and qualified. 

38 

269 



TAMPA ELECTRIC COMPANY 
DOCKET NO. 080317-El 
SCHEDULE NO. F-2 
PAGE 41 OF 506 

PART II 

Item 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELAITD STOCKHOLDER MATTERS AND ISSUER PURCHASES O F  EQUITY 
SECURITIES 

The following table shows the high and low sale prices for s h a m  of TECO Energy common stock, which i s  listed on the New York Stock Exchange, and 
dividends paid per share, per quaner. 

2001 
High 
LOW 
Close 
Dividend 

2006 
High 
LOW 

Close 
Dividend 

I ' O u a n r r 1 0 u . n r r - a  

$ 1 7 4 9  $ 1 8 5 8  $ 1 7 7 1  $ 1791 
$ 1 6 2 2  $ 1 6 4 0  $ 1 4 8 4  $ 1 5 5 8  
$ 17.21 $ 17.18 $ 16.43 $ 17.21 
E 0.19 IE 0.195 s 0.19s s 0.195 

$ 17.73 $ 16.75 $ 16.20 $ 17.50 
$ 15.97 $ 14.40 $ 14.86 $ 15.57 
$ 16.12 $ 14.94 $ 15.65 $ 17.23 
$ 0 . 1 9  $ 0 . 1 9  $ 0 . 1 9  $ 0 . 1 9  

The approximate number of shareholders of record of common stock of TECO Energy as of Feb. 25, 2008 was 16,601. Dividends on TECO Energy's common 
stock are deciare3 and paid at the discretion of its Board of DirrctorS. The primary sources of funds to pay dividends to its common shareholders are dividends and 
other distributions from its operating companies. T K O  Energy's $200 million credit facility contains a covenant that could limit the payment of dividends exceeding 
550 million, subject to increase in the event TECO Energy issues additional shares of common stock, in any quarter, under certain circumstances. Cenain long-term 
debt at PCS contains rertri~tions that limit the payment of dividends and distributions an the common stock ofTampa Electric Company. 

In addition, TECO Diversified, Inc., a wholly-owned subsidiary of TECO Energy and the holding company for TECO Coal. has a guarantee related to a coal 
supply agreement that limits the payment ofdividends to its common shareholder, TECO Energy, but does not limit laam or advances. 

See Liquidity, Capital R e r o u r c e d a v e n a n t s  in Financing Agreements section of MD&A, and Notes 6.7 and I2 to the T K O  Energy Consolidated 
Financial Statements for additional information regarding significant financial covenants. 

Al l  of Tampa Electric Company's common stack is owned by TECO Energy, Inc. and, therefore, there i s  no market for the stock. Tampa Electric Company pays 
dividends ~ub~tantiaily equal to its net income applicable to common stock Io TECO Energy. Such dividends totaled $166.1 million in 2007, $1 69.4 million in 2006, 
and $173.4 million in 2005. See lhe Restrictions on Dividend PPyments and Transfer of Assets ~ection in Note 1 to lhe Tampa Elecnic Company Canrolldated 
Finsneisl Statements for a description of restrictions on dividends on its common stock. 
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Set fonh below IS a Bble showing shares afTECO Energy common stock deemed repurchased by the issuer. 

&I. l,ZW7--Oet.31,2W7 
No". I, 2007-No". 30,2007 
Dec. 1.2W7-Dsc.31,2W7 
Total 4* Quaner 2007 

17.45 - - 
1732 ~ 

19,484 $ 
29,950 $ ~ 

P 

( 1 )  These sharer were not repurchased through a publicly announced plan OT program, but lather relate to compensation or retirement plans ofthe company. 
Specifically, these shares rsprescnt shares delivered in Salisfaction of the exercise price and/or tan withholding obligations by holders of stock  option^ who 
exercised  option^ (granted under T K O  Energy's incentive compensation plans), shares delivered or withheld (under the terms of grants under TECO Energy's 
incentive compensation plans) to offset lax withholding obligations asswiated with the vesting of restncled shares and shares purchased by the TECO Energy 
Group Retirement Savings Plan pursuant to directions from plan panicipam or dividend reinvestment. 
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Shareholder Return Performance Graph 

The following p p h  shows the cumulative tofal shareholder m u m  on our common stock on a yearly basis over the five-year p 
compares thir retum with that ofthe S&P 500 Index, the S&P Electric Utilities Index and the S&P Multi Utility Index. The S&P Elecl 
replaced by the S&P Multi Utility Index because TECO Energy is included in the S&P Multi Utility Index for having both electric an< 
that the value ofthe investment in our common stock and each index was $100 on Dec. 31,2002 and that all dividends were r e i n v e  ............. ...... 

~ . : ; : , l . . , , d , i , ,  . . . . . . . . . . . .  , % .  # , , -  ,/,,,, ~< ,,,, '--I $ 

i . . . . . . . . . . . . . . . . . . . . . . . . . .  1 

iod ended Dec. 31,2047, and 
c Utilities Index is being 
:as utilities. The Graph a~sumer 

zoo2 inn3 mu inns  >no6 >nu? December 3,, 

TECO Energy, Inc $ IW S I05 S 119 $ 140 $ 147 $ 153 
S&P Electric Utilities Index $ IO0 S 124 16 157 5 185 16 228 $ 2x0 

_ _ - - _ _ _  

S&P 500 Index 
S&P Multi Utilm Index 

S IW 16 129 $ 143 $ 150 $ 173 $ 183 
S 100 16 140 16 167 $ 196 $ 228 $ 253 
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Item 6. SELECTED FINANCIAL DATA OF TECO ENERGY, INC. 

biltims, u ~ e p p r  shwr amnuM, 
Yeam mdedDec. JI ,  

RWenllW" 
Net income (loss) from continuing operations"' 
Net income (loss) f" discontinued operationP" 
Cumulative effect of change in accounting principle, net 
Net income (loss) 
Total assel$ 
Long-term debt 
Eamings p a  share (EPS)-basic; 

From continuing operations'' 
From discontinued operations"' 
From cumulative effect of change in accounting principle 

EPS basic 
Eamings p" share (EPSbdiluted; 

From continuing operations"' 
From discontinued operations', 
From cumulative effect of change in accounting principle 

EPS diluted 
Dividends declared per common sharc 

200, 

$ 3,536.1 

$ 3989 

14.3 
- 

0 4132 
$ 6.765 2 
S 3,1584 

S 191 

n 07 
- 

$ 1.98 

16 1.90 

0.07 
- 

$ 1.97 
$ 0775 

2006 

$ 3,448.1 

$ 244.4 

1.9 
- 

16 246.3 
$ 7.361.8 
$ 3,212.6 

$ 1.18 
0.01 

$ I 1 9  

$ I t 7  

0 01 

0 1.18 
$ 0.760 

2005 

s 3,nin.i 
$ 211.0 

63.5 

$ 274.5 
$ 7,170.1 
$ 3,709.2 

- 

1.02 

0.31 

$ 1.33 

.- 

$ !.no 
0.31 

$ 1.31 
P 076.0 
v 

2004 

$ 2,639.4 

$ (355.5) 

(196.5) 

$ (552.0) 
$ 8,972.4 

- 

s 3,880.0 

S (1.85) 
(I ,021 
- 

S (2.87) 

F (1.85) 

(1.02) 

16 (2.67) 
$ 0 . 7 ~ )  

ZOOJ 

S 2,562.9 

s i n n 7  

( 4 3 )  
-0 - 
$ 9,9643 

(I,W5.8) 

$ 4,3926 

16 0.56 

(5.59) 
(0.02) 
$0 

$ 0.56 

(I) 

( 2 )  

Amount3 s h o w  include mlasiifications 10 reflect discontinued operations as discussed in Note 20 10 the TECO Energy Consolidated Financial Slatementr 

2007 includes a $14.3 million gain on the 2005 sale of Union and Gila afler reaching a favorable conclu~ion with taxing authorities. 2 W  and 2003 includc 
impairment charges of $558.6 million and SIO0.I million. respectively. See Notes 16 and 18 10 the TECO Enagy Consalidaled Finnnrid Statements 
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Item 7. MANAGEMENT'S DISCUSSION & ANALYSIS OF FINANCIAL CONDITIONS &RESULTS OF OPERATIONS 

This Morrogement 's Discussion and Andpis  confoins Jomwrd-looking sIuIem~nI.~, wl?icb ore .subject Io die inherenr unceilahlies in pr',didingJUIure rrsulf~ 
ond conditions. Aciual r e n h  may dp@r mafrrially/rom fhose/orecmcd. Such sfalenrcnlr ow ha.wd on otm c u r e m  expeclofiom ond we do nor undrnoke Io updote or 
revise such furword-looking sforemenfs, excepl os may he required h), low,. Thesefbnvard~lnoking sfofemenfs include references Io ozw onricipored cupilul expendifures, 
Irquidit). ond/inancing requirements, projected operafins resullr. and r e p l o l q  and olherplonr. Imllorlo~tf focforr rhaf could cairn ocfuol results to dif(rr nrafcrialh 

, / i ~ m  !hose projected in rhrse/orward-lmking slafemem o m  discurred under "Risk FOCIWS. 

TECO E n e r ~ ,  Inc. is o holdins company, and all oJin hurinesr ir ondi,cfed rhrough M rubsidiorier. In lhir Mmasenrenf 's Dimrssiori ond Anolysix, "we, " 
"our, " "ourr"ond "d ' reJer  to TECO Enera,  1°C. ond ils consolidaredgroup ~Jmmpanies. uriless rhe conIexlolhern.i>e requires. 

OVERVIEW 

We are an energy-related holding company with four businesses consisfing ofregulated cleclric and gas utility operations in Florida, Tampa Elece i~  and Peoplss 
Cas, respectively; TECO Coal, which OWIS and aperates coal production facilities in the Central Appalachian coal production region; and TECO Guatemala, which is 
engaged in electric power generation and distribution and energy-related businesses in Guatemala. 

Our regulated utility companies. Tampa Electric and Peoples Gas System (PGS) operate in the Florida market. Tampa Electric serves more than 668,000 retail 
customers in a 2,000 square mile K W ~ C C  area in West Central Florida and has electric generating plants with a winter peak generating capacity of4.602 megawatts. 
PGS, Florida's largest gas distribution utility, snves more than 334,000 reidential, commercial, industrial and electric power generating cu~tomem in all ofthe major 
metropolitan areas ofthe state, with a total natural gas throughput or I .4 hillion therms in 2007. 

TECO Coal, through its subsidiaries, operates surface and underground mines and related coal processing facilities in eastem Kentucky, Tennessee and 
southwestem Virginia, producing metallurgical-grade and high-quality steam coals. Sales in 2007 were 9.2 million tons, of which 6.0 million tons were sold as synthetic 
fuel. TECO Guatemala, through its subsidiaries, owns a coal-tired generating facility and has a 96% ownership interest in an oil-fired peaking power generating plant, 
both under long-term contracts with a regulated distribution utility in Guatemala. It also has a 24% owership interest in Guatemala's largest distribution utiliry, 
Empraa Elktrica de Guatemala (EECSA), and in affiliated companies (in combination called DECA It), which provide, among other things, electncitv transmission 
~ervices, telecommunication services, power sales to large electric customen and engineering services. 

Since 2003, after deciding to exit the merchant power business, our business strategy has been to focus on these businesses and TECO Transport, an affiliated 
diy-bulk shipping company, until its sale in late 2007. TECO Transport was sold to generate cash to accelerate parent company debt retirement and for investment in 
our Florida utilities. 

With our parent level debt significantly reduced, our balance sheet much stronger, our business risk profile reduced and our credit rating improved, we remain 
focused on our cash prionties, which are to invest in our regulated utilities and to funher reduce parent debt. Since we began our exit from the merchant power business, 
we have reduced parent and parent~guaranteed debt from a peak level of $2.7 billion in 2W2 to $1.3 billion at the end of 2007. 

Following a series of major investments in unregulated domestic power generation facilities outside Florida and smaller unregulated energy services providers in 
Florida in the 2000 through 2003 period, we implemented 
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current business strategy, which is focused on our regulated utilities. The investmcnts ~n 2000 ~ 2003 were made in anticipation of a movement toward competitive 
energy markets. However, the wholesale power markets evolved in a manner that was much different than we expected at the time the investment decisions were made, 
and the independent power business changed dramatically (see the TWG Merchant section). In the exiting oflhe merchant power businesr, we sold assets at prices 
below those we paid and recorded large write-offs. We had issued signiticanf amounts ofdebt al the TECO Energy parent level to fund portions ofthese invesfments, 
which negatively impacted our balance sheet and credit ratings. In 2003 and 2004, we decided to divest our merchant power and unregulated energy sewices 
businesses, which was completed in 2005. 

2007 PERFORMANCE 

Our businesses performed well in 2007 and our pcr~share results improved over 2006 levels. Net income and earnings per share were $41 3.2 million or $1.98 per 
share in 2007, compared to $246.3 million or $I. I9 per share in 2006. Net income included the 5149.4 million affertan gain from the sale of TECO Transport, $16.3 
million ofafter-tax costs related to the sale of TECO Transpon, $20.2 million of after-tar charges related to the debt extinguishmenr/erchag~ transaction. and $52.6 
million of after-tax benefits from the production of synthetic fuel. As a result of the closing ofthe sale, net income reflects TECO Trampon's re~ults through Dee. 3, 
2007. 

Our non-GAAP T ~ S U I ~ S  in 2007, which exclude charges, gains and synthetic fuel results, on a per share hasis were $I .07 per share. Our camings in 2007 reflected 
improved results at Tampa Electric and TECO Guatemala, lower parent interest expense as a result ofour debt retirement actions, and the results of TECO Transporl 
only through Dec. 3,2007. non-GAAP results exclude the gain and costs associated u,ith the sale of TECO Transpon and the debt extinguishment charge. 

In 2W7, we remained focused on supporting the growth of Tampa Electric and retiring parent debt. Tampa Electric har capital requirements associated with its 
growing customer base, environmenlal compliance, peaking generation and future baseload generation. To accomplish our objectives of supporting Tampa Electric's 
groxlh and reducing parent debt, in 2007 we announced our plan to sell TECO Transport, our well-erlablished water transportation subsidiary. In December we 
completed the sale ofTECO Transpon to an inveslment group led by Greenstreet Equity Partners, L.P. for 5405 million of gmss proceeds. The sale allowed us to 
accelerate the retirement in 2007 of almost $300 million ofparent debt and $1 I I million ofparent-guaranteed debt. The accelerated debt retirement will allow us to 
deploy future cash generation that would otherwise have been applied solely to debt reduction to a combination of investment in Tampa Electric and continued parent 
debt reduction. In 2007 we made an $82 million cash equity contribution to Tampa Eleclric 10 support its capital program. 

In early 2007, Tampa Electric announced lhat it planned to meet its 2013 bareload generation needs with a 630-megawatt integrated gasification combined cycle 
(IGCC) plant with an estimated cost of $2.0 billion. In mid-2007, the Florida Legislature enacted legislation that allows advanced cost recover) during the constmctim 
ofan IGCC unit, similar to legislation enacted for the ~onstmction of new nuclear units in 2006. In addition, Tampa Electric was successful in obtaining $133 million of 
federal t u  credits for dean coal technology that were expected to reduce the impact 10 customers. However, during the cenification a f n d  process and afier tiling the 
required environmental permit applications, it became apparent that there would be uncertainty related to carbon dioxide (CO, ) regulations, particularly capture and 
sequestration (CCS) issues for an extended p c n d  oflime. (CCS is lhe process ofseparating CO, from a gas sueam, compressing it and pumping it to a suitable 
geologic formation, typically deep underground, for long-term storage.) Given the significant potential for the project cost to increase and the economic risk of there 
factors to customer~ and investors, the project WBS deferred in October 2007. At l h i s  time, Tampa Electric plans to meet i t s  2013 capacity need with a natural gas-tired 
combined cycle plant. 

We continue to suppon IGCC as a critical component of future generation capacity in Florida and the nation, and believe the technology offers fuel diversity. is 
the mos1 environmentally responsible way to utilize 
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coal, and provides the best platform to capture and then sequester CO,. Once public policy issues regarding long-term CCS are resolved, demonstration projects can be 
conducted that will lead to a hener undemanding ofthe science, technologies and economics of sequestration. 

OUTLOOK 

We estimate our 2008 eamings per share to be in a range of S0.98 to $1 .IO, compared 10 our 2007 non-GAAP results of$l.07, which excluded charges, gains 
and synthetic fuel results. This forecast is for eamings from continuing operations, excluding any charges or gains that might OCCUT. We expect OUT two Florida utilities 
to produce net income that is essentially unchanged f" 2007 results. We expect somewhat higher results from TECO Coal, compared to 2007 re~ults excluding 
synthetic fuel, and we expect lower re.csuIts at TECO Guatemala in 2W8 afler a very strong 2007. In 2008, we expect the loss of eamings from TECO Transport will be 
partially offset by lower parent interest expense following the $297 million early debt retirement we accomplished with the profeeds from the sale of TECO Transport, 
In addition, we expect lower interest expenre from the other $300 million of TECO Energy notes that were retired in May 2007. In all, we expect S30 million lower 
pretax interest expense at TECO Energy parent and TECO Finance in 2008 compared to 2007 ar a result of OUT aggressive liability management actions. These 
forecasted results are based on OUT current a m m p t i m  described in each operating company discussion. which are subject IO risks and uncenainties (see the Risk 
Factors section). 

In 2007, we reponed net income calculated in accordance with Generally Accepted Accounting Principles (GAAP) that included S0.25 per share ofbenefits 
from synthetic fuel production. Since July 2006, we have provided two measures to allow comparison of our results with and without synthetic fuel. They are non- 
GAAP results from continuing operations including benefits from the production of synthetic fuel (Nan-GAAP Results With Synthetic Fuel), which exclude cenain 
charges and gains but include synthetic fuel, and "on-GAAP results excluding synthetic fuel (No"-GAAP  result^ Excluding Synthetic Fuel), which exclude charges, 
gains and benefits associated with the production of synthetic fuel (see the Non-CAAP Information section). Although, with the expiration ofthe synthetic fuel tax 
credits at the end of2007, we will no longer produce symthetic fuel, we are continuing 10 provide both non-GAAP measures for historical comparison purpases. 

We are maintaining our priorities for the use ofcash, which include investment in the utility companies and continued retirement ofparent-level debt. We expect 
to make an additional $190 million ofequity contributions to Tampa Electric in 2008 to suppon its continued capital spending for environmental ~ontrols and to serve 
its growing customer base. Our debt reduction plans include the retirement in 2008 ofthe $100 million of floating-rate parent debt maturing in 2010. 

Capital expenditures increascd in 2W7, primarily at Tampa Electric for equipment 10 c0nIr01 NO. emiSSions, to comply with the Florida Public Service 
Commission (FPSC)-mandated transmission and distribution system stom hardening requirements. distnbution system reliability improvement, and heat rate and 
capacity factor improvements to our coal-tired units. We also invested in new mining equipment and continued development of lower cost mines at TECO Coal. We 
forecast capital expenditures to increase further in the 2008 through 2012 period at Tampa Electric to mect customer growth and generation plant maintenance, for peak 
load and baseload generating capacity expansion, for distribution System improvements to provide higher reliability, for its portion ofmnsmirsion system expansion 
and upgrades in the Central Florida area IO meet the new National Electric Reliability Council WERC) reliability standards, for modest distribution system expansion at 
Peoples Gar, and for the normal maintenance capital at TECO Coal (KC the Liquidity, Capits1 Reaouress section). 

RESULTS SUMMARY 

The table below  compare^ our GAAP net income to our nom-GAAP measurea. A reconciliation between GAAP net income and the two non-GAAP measures is 
contained in the GAAP to "on-GAAP reronciliation 
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~~~~~~ ~~ ~~ ~ 

tables included for each year. A non~GAAP financial measure is a numerical measure that includes amounts, or is subject to adjwtments that have the effect of 
including amounts, that are excluded from the most directly comparable GAAP measure (see the Non-GAAP Information section). 

Results Comparisons 

200, m o d  IW5 --- ,d,,!""l, 

Net income S 413.2 $ 246.3 $ 274.5 

Nan-GAAP Results With Synthetic Fuel $ 116.3 S 233.6 $ 254.7 
Non-GAAP Results Excluding Synthetic Fuel S 223.1 $ 201.5 $ 172.3 

Compared to 2006, OUT results in 2007 reflect higher eamings from the production of synthetic fuei at TECO Cad, higher earnings at Tampa Electric and TECO 

Net income from continuing operations $ 398.9 $ 244.4 21 1.0 

Guatemala, and lower parent-level interest expense partially offset by lower results a1 PGS. As a m u l l  ofthe sale transaction, results at TECO Transport r e f l ~ t  
operalions through Dec. 3,2007. Net income and earningsper share were $413.2 million orS1.98 pershare in 2007, compared to $246.3 million or $1.19 pershare in 
2006. Results in 2047 included the $149.4 milhon afler-tax gain and the $16.3 million of afler-tax COSS related to the sale ofTECO Transport, which closed in 
December,' and $20.2 million of after-tax charges related to the dcbt extinguirhmentioxchangp transactions completed in December. Net income and earnings per share 
fmm continuing operations were $398.9 million or $ I  .9 I per share in 2007, compared to $244.4 million or $I . I  8 per share in 2006. In 2007, results reflect a $14.3 
million tax benetit recorded in discontinued operations in the second quarter 8s a result of reaching a favorable conclusion with taxing authorities relaled to the 2005 
disposition of the Union and Gila River merchant power plants. TECO Transport was not classified as a discontinued operation due to its ongoing contractual 
relationship with Tampa Electric for solid fuel waterborne tran~ponation services. 

Results in 2007 included a $52.6 million, or $0.25 per share, benefit to earnings from synthetic fuel production, compared to $32. I million, or $0.16 per share. 10 

the 2006 period. In 2006, rcsults f" continuing operations also included an $8.1 million after-tax gain f" the sale of the McAdams Power Station assets, 55.7 
million ofafter-tax gains from the sale of two unused steam turhines, and $3.0 million of after-tax charges net of insurance recoveries related to Hurricane Katrina 
damage at TECO Trampon. Results from discontinued operations in 2006 primarily included the recovery ofamounts that had been prwiously witten off and tar 
adjustments at the small energy sewices companies. 

The $52.6 million ofbenefits flom the production ofsynthetic fuel in 2007 reflect a $91 . I  million after-tax reduciion in earnings benefits due to an estimated 
67% phase-out of benefits as a result of high oil prices, compared to a $36.7 million after-tax reduction due to a 35% phase-out in 2006. The resulls for synthetic fuel 
production also reflect a $53.8 million after-tax benefit from adjusting to market the valuation of the oil price hedges placed to protect the 2007 synthetic fuel benefits 
against high oil prices. In 2006, fullbyear mul ls  included a $1.7 million aftcr~tax mark~to~market charge (see the TECO Coal section). 

Compared to 2005, our results tn 2006 reflected lower earnings from the production of synthetic fuel at TECO Coal, lower earnings at Tampa EIsc~Yc and lower 
earnings at TECO Guatemala, palllally offset by improved results at TECO Transport, slightly higher results at PGS, the elimination ofoperating losses related to 
merchant power activities, and Iowsr parent~level interest expense. In 2006, net income and eamings per share were $246.3 million, or SI .I9 per share, compared to 
$274.5 million, or $1.33  per share, in 2005. Net income and earnings per share f" continuing operations were $244.4 million, or $I .I 8 per share in 2006, compared to 
$21 I .O million. or $1 .02 per share, in 2005. Results in 2006 included a $32.1 million, or $0.16 per share, benefit to earnings f" synthetic fuel production, compared to 
$82.4 million, or $0.40 per share, in the 2005 period. h 2006, results from continuing operations also included m $8. I million after~tax gain from the sale of the 
McAdams Power Station assets, $5.7 million ofafter-tax gains from the sale ofwo unused steam turhmes, and 
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$3.0 million of afler-tax charges related to Humcane Katrina damage at TECO Transport In 2005, results from continuing operations included $46.7 million, or $0.23 
per share, of afler-tax charges for early debt retirement, and a $14.6 million afler-tax, or $0.07 prr share, loss at TWG Merchant related primady to the unfinished Dell 
and McAdams merchant ~ o w e r  nlants. Results tiom discontinued werations in 20U6 mimanly included the rccovev ofamounts that had been previously witten off . .  
and tax adjustments at the m a l l  energy r-ices companies. 

2007 Earnings Summary 

,mi,,inn,, &<ep,m,.*h,e m"0Y"b 

Consolidated revenues 
Earnings per sharebasic  

Earnings p a  share 
Discontinued operations 

Earnings Ban continuing operations 
Earnings per s h a r d i l u t e d  

Eamings p a  share 
Discontinued operations 

Earnings from continuing operations 
Net income 
Net income from discontinued operations 
Charges and (gains) h m  continuing operations"' 

Non-GAAP rmlts with spthetic fuel"' 
Synthetic fuel impact''' 
Non-GAAP rewlts excluding synthetic fuel'" 
Average common shares outstanding 

Basic 
Diluted 

2007 
$3,536.1 
~ 

S 1.98 
0.07 

S 1.91 

$ 1.97 
0.07 

$ 1.90 
S 413.2 

~ 

- 

- 
- - 

(14.3) 

(122.6) 

(52.6) 
176.3 

S 123.7 

109.1 
209.9 - 

2006 
$ 3,448.1 

$ 1.19 
0.01 

$ 1.18 

$ 1.1s 
0.01 

$ 1.17 
$ 246.3 

(1.9) 
(10.8) 

(32.1) 

~ 

~ - 
__ 
- - 

233.6 

s 201.5 

207.9 
208.7 - - 

loo5 
$ 3,010.1 

P 1.33 
0.31 

$ 1.02 

$ 1.31 
0.31 

$ 1.00 
$ 274.5 

(63.5) 
43.7 

254.7 

~ 

~ 

- 

- 
- - 

- 
(82.4) 
$ 172.3 - 

206.3," 
208.2,1' 
- 
- - 

(I) 
(2) 

(3) 

See the GAAP to non-GAAP re~on~iliation tables that follow. 
A non~GAAP financial measure is a numerical measure that includes amounts, or is subject to adjustments that have the effect of including  amount^, that are 
excluded tiom the most directly comparable GAAP measure (see the Non-GAAP Information sectton). 
Average shares outstanding for ZOOS include the issuance of 6.85 million shares in conjunction with the final ~etflement ofthe 9.5% adjustable convmion-rate 
equity security units. 
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The following tables show the specific adjushnents made to GAAP net income for each segment to develop our non~CAAP results: 

ZOO7 Reeonrillation of C M P  net income from continuing operalions to nan-CAAP results 

Ne, incomr immcr (milthnsl 

GAAP Ne1 ineome frm continuing Operations 
Gain on sale ofTECO Transpon 
Asset held for saldepreciation 
Costs associated with the sale of TECO Transpon 

recorded at Parent 

Debt extinguishmentisxchanpe 
Total charges and (gains) 
Non-CAAP results with synthetic fuel* 
Synthetic fuel impact 
Non-GAAP r e ~ u l t ~  excluding synthetic fuel* 

* Reauitc for TECO Transport include activity thmugh Dec 3,2007 

2006 Reconciliation of CAAP net income from continuing operarianr to nan-GAAP re~ults 

Net hcomr imwcr (mi,,ionsl 

GAAP Net income (loss) from continuing 
operations 

Humcane costs 
Hurricane insurance EOSI re~lvmies 
Dell and McAdamr valuation adjustment and gain 

on sale. net 

Gain on -15 of unused steam turbines 
Total charges and (gains) 
Non-GAAP results with synthetic fuel 
Synthetic fuel impact 
Nan-GAAP results exeludingsynthetic fuel 

- - - 

135 9 29 7 7n n 
- - (32 I )  

S 1 3 5 9 $  2 9 7 $  467  

48 

16.3 16.3 
- 2 0 2  - 20 2 

(9 7) - (1129) *) 
- 

24 3 44 7 (604) 2763 
- - 

- a) 
s 2 4 3  $ 44.7 $ (604) $ 223 7 - 

- 
3 0  

25.8 
- 

s 25.8 - 
(8.1) (8.1) 

- (57 )  3) 
- (138)  3) 

37 6 (742) 233 0 
- - a) 

37.6 $ (74.2) $ - 
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2005 Reeoneilistion of G M P  net income from continuing operations to non-CAAP re~ults 

T a M p  Proprn TECO 7ECO TECO IWC ParenV 
Ne, inc..",r ,",pur ,Mi,tiOrU, Elrd"" G..* cod rronrpon CUal<MOlO Merchant O lhr  ___ T@,d 
GAAP Net income (loss) h m  continuing 

DperatiD"S $ 1 4 7 . 1 s  2 9 . 6 $  115.4 $ 20.2 s 40.4 $ (14.6) $ (127.1) $ 211.0 
Debt extinguishment charges 46.7 46.7 

- 12.6 H-cane costs - - __ 
Hurricane insurance recoverie~ -. - (13.7) (13.7) 
Dell & McAdams valution adjustment 

- - - ~ ~ (1.9) - a) 
~ 46.7 43.7 Total charger and (gains) (1.1) (1.9) 

Non-GAAP resulL5 Hilth synthetic fuel 147.1 29.6 115.4 19.1 40.4 (16.5) (80.4) 254.7 
Synthetic fuel impact (82.4) ~ ~ ~ a) 

~ ~ ~ ~ ~ ~ 

~ - 12.6 
~ ~ ~ ~ 

~ ~ ~ 

~ ~ ~ 

Non-GAAP results excluding synthetic 
fuel $ 147.1 $ 29.6 $ 33.0 $ 19.1 $ 40.4 $ (16.5) $ (80.4) 

Nom-GAAP Informstion 

From time to time, in Ihis Management's Discussion and Analysis of Financial Condition and Resulls OfOperalions, we present non~GAAP results, which 
present financial results after elimination of the effects of certain identified gains and charges. We believe that the presentation ofthis non-GAAP financial performance 
provides investors a measure that reflects the company's operations under our business strategy. We also believe that i t  is helpful to present a non-GAAP measure of 
perfamance that clearly reflects the ongoing operations ofour business and allows investors to better understand and evaluate the business as it is expected to operate 
in future periods. Management and the Board of Directors use this nan~GAAP presentation as a yardstick for measuring our performance. making decisions that are 
dependat upon the profitability ofour various operating units and in determining levels of incentive compensation. 

The non-GAAP measure of financial performance wc use is not a measure ofperformance under accounting principles gen~rally accepted in the United States 
and should not be considered an aitemative to net income or other GAAP figures as an indicator of our financial performance or liquidity. Our nom-GAAP presentation 
ofresults may not be comparable to similarly titled measures used by other companies. 

While none ofthe particular excluded items is expected to recur, there may be adjustments to previously estimated gains or losses related to the disposition of 
assets or additional debt extinguishment activities. We recognize that there may be items that could be excluded in the future. Even though charges may mcur, we 
believe the non-GAAP measure is important in addition to GAAP net income for assessing our potential future performance, because excluded items are limited to 
those that we believe arc not indicative offuture performance 

OPERATING RESULTS 

This Management's Discussion & Analysis of Financial Condition and Results of Operations utilizes TECO Energy's consolidated financial statements, which 
have been prepared in accordance with GAAP and separate non-GAAP measures, fa analyze the financial condition of the company. Our reponed operating results are 
affected by a number ofcritical accounting estimates such as those involved in OUT accounting for regulated activities, asset impairment testing and others (see the 
Critical Accounting Policies and Estimates section). 

49 

280 



TAMPA ELECTRIC COMPANY 
DOCKET NO. 080317-El 
SCHEDULE NO. F-2 
PAGE 52 OF 506 

~~~~~~~~~~~~~~ ~ ~~ 

The Following table shows the segment revenues, net income, and earnings per share contributions from continuing operations ofour business Segmenu (see 
Note 14 to the E C O  Energy Consolidated Financial Statements ). 

I"",!", ExeeO, C."'h.rr ... ""LI 

segment Revenues ('I 
Regulated companies Tampa Electnc 

Peoples Gas 
Total regulated 
Unregulated companies TECO Coal 

TECO Transpon' 
TECO Guatemaia'" 
TWG Merchant 

Total unregulaled 
Net Income floss) ', . ,  
Regulated companies 

Total regulated 
Unregulated companies 

Total unregulated 
Parentiother 
Net income from codtinuing operations 
Discontinued operations 
Net income (loss) 
Earnings per Shn-Basic " 
Regulated companies 

Total regulated 
Unregulated companies 

Tampa Electric 
Peoples Gas 

TECO Coal 
TECO Transpon*'"" 

2007 zan6 

S 2.188.4 $ 2.0849 
599.1 577 6 

s z ~ n 8 . 1  $ 2,662 5 
s 544.5 s 5749 

290.3 308 5 
8.0 7 6  

~ - 
s n4z.8 891 o 

S 1503 $ 1359 
26.5 29 7 

176.8 165 6 
90.9 78 8 
34.0 22 8 

TECO Guatemala 44.7 37.6 
TWG Merchant"' 

Tampa E I ~ t n c  
Peoples Gas 

TECO Coal 
TECO Transpon ' ~ 

TECO Ouacemala 
W G  Merchant' 

Total ""regulated 

Eammgs (loss) f" conunumg operations 
Parentlather 

Discontinued operations 
EPS Total 

- __ 
169.6 1392 
52.5 (604) 

398.9 244 4 
1 4 3  1 9  

S 413.2 $ 2463 

S 0.72 16 0 6 5  
0.13 0.14 
0.85 0 79 
0.44 0 38 
0.16 011 
031 0 18 

~ - 
0 8 1  n 67 
0.25 (0 28) 
1.91 1 1 8  
0.07 001 

s 1.98 

(I) 

(2) 

Segment revenues include intercompany transaCtionS that are eliminated m the preparation of TECO Energy's consolidated financial statements. 

2007 results For T K O  Transpon reflect activities through Dec. 3, 2007. 

50 

2005 - 
$ 1,746.8 

549.5 
$ 2,296.3 
S 505.1 

278.2 
7.7 
0.4 

$ 791.4 

$ 147.1 
29.6 

176.J 
115.4 
20.2 
40.4 

- 

- 

- 

(14.6) 

(127.1) 
161.4 

211.0 
63.5 

$ 274.5 

$ 0.71 
0.14 
0.85 

0.10 

~ 

- 
~ 

0.56 

0.20 
(0.07) 

0.79 

1.02 

- 
(0.62) 

0.31 
P 1.33 

- 
- - 
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(3) 

(4) 
(5) 

TECO Guatemala was deconsolidated under F N  46R effective Jan. I, 2004. Actual revenues m 2007,2006 and 2005, which are not included in this table due 10 

thc effects of deconsolidation, were $I 14.4 million, $106.1 million, and 696.4 million, respectirely. 
Effective with 2006, only historical information is provided far TWG Merchant. Any remaining results are included in Parendother. 
Segment net income and eamings are reponed an a basis that includes intemally allocated financing costs to the non-utility companies. lntemally allocated 
finance cos6 far 2007 and 2006 were at a pretax rate of 7.5%, and in 2005 were at a pretax rate of 8%. based on the average investment in each unregulated 
subsidiary. 
Results at TECO Traanspon reflect the $9.7 million after-tax benefit in depreciation expense from not recording depreciation expense dus to its classification as 
Assets Held for Sale effective Apr. I, 2007 through Dee. 3,2007. 
The number of shares used in the earnings-pcr-share ~a leu la t ion~ is basic shares. 

(6) 

(7) 

TAMPA ELECTRIC 

E l ~ e t r i ~  Operations Results 

Tampa Electric is entering a period of invemnent and increasing capital expenditures to  upp port customer growth, statewide transmission system reliability 
standards, implementation of the storm- hardening plans mandated by the FPSC and additional baseload generating capacity needs. 

In 2007. Tampa Electric recorded net income of $I 50.3 million compared to $135.9 million in 2006. These results were driven primarily by lower depreciation 
and propeny tax expense and higher retail energy sales, partially offset by higher operations and maintenance and interest expense. These results reflect 2.7% higher 
retail energy sales and off-system energy sales that were 5.0% higher than in 2006. The positive cffects of 1.9% average retail customer growth and total heating and 
cooling degree days that were more than 2% above normal and 5% above 2006 total degree days were panially offset by changer in residential  customer^' consumption 
pattems due to a higher percentage of smaller, more eflicient, multi-family rcsidences and voluntary con~elvation due to higher pices for all forms of energy. 

Tampa Electric's 2006 net income was 6135.9 million, compared to $147.1 million in 2005. These results were driven by the planned increase in non-fuel 
operations expense, which more than offset continued strong customer growth and slightly higher energy sales. Weather pattems in 2006 resulted in 3% lower total 
degree-days than normal but 1% higher total degree-days than 2005, when total degree-days were 5% below normal. 

Tampa ElectRc has not sou&l a base rate increase since 1992. Since that last rate proceeding it has eamed within its allowed return on equity (ROE) range while 
adding more than 200.000 cu~tomem and making significant investments in facilities and infrastructure, including baseload and peaking generating capacity additions to 
reliably $ewe its growing customer base. Tampa Electric expects a continued high level of capital investment and higher levels ofnon-fuel operations and maintenance 
expenditures. ARer dropping to the bottom of its allowed ROE range of 10.75% 10 12.75% in the middle of2007, at the end of2007 Tampa Electric's 13~month moving 
average regulatory ROE was I I .4% as a result ofthc positive impact of favorable weather in the second halrof 2007, as well as lower depreciation expense and lower 
propmy taxes in the second half of the year. However, based on its current lower forecast for energy sales growth, expected higher operations and maintenance 
expenses and angoing higher levels of capital investment, Tampa Electric expects its forecasted ROE to go below the bottom of its allowed range for the full year 2008. 
This is expected IO cause a need for base rate relief for T m p a  Electric in 2009. 
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Summnry of Oporntlng Results 

,"m) 
RWeIlWS 

Other operating expenscs 
Maintenance 
DepECiafiO" 
Taxes, other than i x m  
Non-fuel operating expenses 

Fuel 
Purchased power 

Total fuel expense 
Total operating expenses 

Operating income 
AFUDC equity 
Net income 
M c p w " o u r  Sales (rhousmds) 
Residential 
Commercial 
Industrial 
Other 
Total retail 
Sales for resale 
Total energy sold 
Retail customers-thousands (average) 

Operating Revenues 

2007 

S 2,188.4 
208.4 
1093 
178.6 
140.4 
636.7 
947.9 
271.9 

1,219.8 

331.9 
4 5 

S 150.3 

8,871 
6,542 
2566 
1,754 

19,333 
905 

20 438 1 
666.4 

- 
~ 

- 
- 
1,856.5 

~ 

3__ 

- 

- 

5.0 
-5.4 
1.5 
4. I 
I .7 

~ 2 . 4  
4.5 

22.9 

4.3 
9.0 

66.7 
10.6 

- 
- 

8.1 
- - - - 

1.7 
2.9 
3.8 
5.2 
2.7 
5.0 
2.8 
I .9 

- 
__ - 
_._ 

m a 6  %a#"*< 
0 2.084.9 19.4 

220.3 9.7 
- -  

107.7 22.2 

138.1 9.8 
652.4 8.4 

221.3 -17.9 

1,780.5 25.5 
304.4 -7.3 

$ 135.9 -7.6 

8.721 I .9 

186.3 -0.4 

906.8 65.8 

1,128.1 38.2 

- _ _  
~- - -  

~ _ _  - -  
2.7 -~ -- 

6,357 2.0 
2,279 -8.0 
1,668 I .6 

19,025 0.6 
862 11.5 

19,887 1.0 
653.7 2.8 

- -  
~- - -  -- 

1,668 I .6 
19,025 0.6 
- -  

862 11.5 
19,887 1.0 
653.7 2.8 

~- - -  -- 

mas 
$ 1,746 8 

200 8 
88 I 

187 I 
1258 
601 m 
546 m 
269 7 
8165 

1,4183 
328 5 

~ 

$ 147.1 - 
8,558 
6,234 
2,478 
1.642 

773 

635 7 

18,912 

19,685 
_c - 

Retail megawatt-hour sales rose 2.7% in 2007, driven by Customer growth, total degree days above noma1 and 2006 and a rebound in the phosphate mdurtry. In 
2007, average annual customer grrowh of 1.9% (almost 13,000 new customers) was partially offset by weather normalized 10ww average residential per~cusfoms 
energy usage. Total heating and cwling degree days in Tampa Electric's service arcs were 2% above noma1 and 5% above 2006. 

In 2007, weather-nomalized energy con~umption per residential customer declined due to the combined effects of price elasticity, more efficient appliances and 
changes in residential building trends. One of the factors contributing to this phenomenon is an imreasc in the number of multi~family units, such as apanments and 
condominiums, completed in the Tampa metropolitan area. Multi-family units tend to have fewer square feet ofair  conditioned space per residence and use less energy 
per square foot due la more energy efficient construction. In addition, the higher costs for natural gas and cod. which are reflected m customers' bills through the fuel 
adjustment clause, have caused Customers to use less electricity in gmeral. On B weather-normalized basis, retail energy sales to rcsidenlial cummers on a per-customer 
basis decreased 0.6% in 2007 compared to 2006. 

Electricity sales to Ihe lower-margin industrial cu~tomers in the phosphate industry increased 12.2% in 2007 following a decrease of 18.5% in 2006. The 
increase in sales to phosphate c u ~ t o m e r ~  was driven by increased demand for their product due to hi& levels 0fU.S. corn planting to meet demand by the ethanol 
industry and greater international demand for grains. The 2006 decrease was a result ofthe idling of some mining operations 
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in 2006 due to market conditions for the product at that time. The longer-term decline in sales to phosphate cu~tomem reflects the natural resenre depletion and 
migration "fmining operations out of Tampa  electric'^ service area. B8se revenues from phosphate sales represented less than 2% ofbase revenues in 2007 and 2006. 
sales to commercial C U S ~ O ~ ~ ~ S  increased 2.Y% in 2007, dnvm by the stmng local economy. 

Base rates for all  customer^ were unchanged in 2007. Fuel-related revenues increased in 2007 and 2006 under the FPSC-approved fuel cost recovery clause, due 
to the recovery of previous under-recoveries offuel expense in 2006 and 2005 and higher natural gas prices. Customas' rates under the fuel clause increased in 2007 in 
accordance with the rates approved by the FPSC in November 2006, to reflect higher fuel costs, the under-recovery of$5 I million of2006 fuel cost due to higher cost 
of natural gas early in the year and the remaining $107 million portion ofpreviously under~recovered 2005 fuel costs. The impact ofhigher fuel clause recovery was 
partially offsst by the planned sale of a net $72 million of excess sulfur dioxide (SO: ) emission credits, which appears as a credit on cu~tomen' bills through the 
Envimnmentd Cost Recovery Clause (SM the Regulation section). 

Energy sold to other utilities for resale increased 5% in 2007, due to a planned increase under a contract with en existing customer. Energy sold to other utilities 
for resale mcreased I IK in 2006 due to a new contract for wholesale energy sales with a new customer and wholesalc sales volumes above the contract amount to an 
existing customer. 

Energy Sales Growfh Forecast 

In 2008, we expect about 2% customer growth to d6ve 2% energy sales growth. Tampa Electtic's 2008 customer growth and energy sales growth forecasts 
reflect a weakened Florida housing market, but do not reflect an extended depressed housing market or any potential local, state or national economic recessions (see 
the Risk Factors section). Langer~term, based on its projected growth from continued population increases and business expansion, Tampa Electric expects average 
annual cu~mmei and weather-normalized average retail energy sales growth of2.1% and 2.3%. respectively, over the next five years. This energy sales growth 
projection is lower than previous projections, reflecting changes in usage panems that were first experienced in 2006 and continued in 2007, and changes in population 
trends. Tampa Electric's forecasts indicate that summer retail peak demand growth is expccted to average 110 megawatts per year for the next five years. These growth 
projections assume continued lwal area economic growth, normal weather, a recovery in the housing market over time, and a continuation of the current energy market 
S I N C t U l e  

The economy in Tampa Electric's sewice area continued to grow in 2007, albeit at a slower pace than 2006, aided by continued population growth in Florida and 
the region's datively low labor costs. The Tampa metropolitan area's "on-farm employment grew I .O% in  2007, which is in line with national averages but greater 
than statewide groulh in Florida, despite B leveling off in constuction employment. The I k a l  Tampa area unemployment rate increased to 4.7%" at yearend 2007, 
compared with 3.0% in December 2M6, and 3.2% in December 2005. These rates are Similarlo the 4.7% unemployment rate for the State ofFlorida but lower than thc 
s.nD/.forthenationat~ec. 31,2007. 

As in many areas of the country, the housing market in Tampa Electric's service area remained weak in 2007 afler an initial slowdovm in  2006 following 
sisificant growth in  2004 and 2005. The numbers of existing homes for sale and unsold new homes has increased significantly, driven by excess builder inventory, the 
cullailment of speculative investing and sub-prime mortgage issues. The number of vacant homes is also a factor in the lower per-residenlial customer usage trends. 
Florida is often cited in economic reports as one ofthe states expetimcing the most overbuilding dunng the housing boom and experiencing the most significant 
downlum. Residential building permit activity declined by more than 40% in 2007, compared to 2006, which is expected to reduce the excess inventory over time. 
Economists and real estate as~ociafion~ indicate that the housing market is expected 10 remain weak throughout 2008 and into 2009, depending on the absorption of 
excess inventory. 
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At the same time, Florida continues to experience relatively good population growth. According to the most recent U.S. Census Bureau data, Florida added 
194,000 new residents in 2007, and while this is the first time this decade that growih in new residents was less than 200,000 in a given year, it st i l l  represents v q  
substantial growth. 

operating Expenses 

Total opnating expense increased in 2007, primarily due 10 higher costs for coal, increased usage of natural gas and increased levels ofpowerpurchased as a 
result of decreased coal-fired generation due to the planned outages to install NO. control equipment (see the Environmental section). Excluding all FPSC-approved 
EOSI recovery clause-related expenses. operations and maintenance expense increased by $3.6 million aner tax, or I .9%, primarily due to $2.1 million afler tax of higher 
employee-related costs, $I .5 million of incremental additional spending on the distribution system to comply with the FPSC~mandated storm hardening requirements 
and $2.4 million of administrative EOSIE including hi&r haddebt expense more than offsetting a $2.4 million decrease in actuarially determined self-insurance 
resewes. In addition, after-tax property tax expense decreased $2.7 million 

Total operating expenses increased in 2006 due to the higher cost for coal, partially offset by lower purchased power expenses due to increased coal-fired 
generation from improved coal-fired unit availability. Non-fuel operating and maintenance expenses increased, as planned, by $24.3 million afler ta\. This increase 
reflected, among other items. afler-tar increases of $8.3 million of additional spending on transmission and distribution system reliability and customer service 
enhancements. 65.3 million of additional spending on coalLfired unit performance improvements, $6.3 million of higher employee-related costs and $3.3 million of 
increased property insurance cost 

Operations and maintenance expenses, excluding those COIL recovered through FPSC-approved cost recovery clauses, such as fuel, purchased power and 
conservation, are expected to increase at a more than 6% rate in 2008 after I .9% growth in 2007 and significant growth in 2006. The 2008 non~fuel operations and 
maintenance expense increase is expected to be driven by the generally higher costs for copper and steel products and subcontracted labor, majar generating wit 
outagcs during the in~tallation of NO, control equipment, and higher employee benefits costs. 

Depreciation expmsc dscreased $4.7 million after fax in 2007 primarily due to a depreciation study approved by the FPSC, which lowered depreciation rates on 
power generation assets due to longer lives. Depreciation expense decreared slightly in 2IM6 due to the retirement of shon-lived fully depreciated assets, such as 
telecommunications equipment, tools and test equipment, which more than offset the additional depreciation associated with normal plant additions. Depreciation 
expense is projected 10 increase in 2008, due to mutine plant additions to serve Tampa Electric's growing customer base and maintain system reliability, a partial year 
of additional depreciation on two combustion turbines placed in service in May 2007 and a partial year ofdepreciation on the second NO, contml project to be 
completed on Big Bend Unit 3, which is expected to enter service in May. 

On a GAAP basis, which includes all FPSC-appmved cost recovery clauses, operations and maintenance expense decreased in 2007 compared to 2006. Under 
regulatory accounting, the cost offuel or revenue for the sale ofexcers SO: credits on the income statement represents the amounts authorized by the FPSC for recovery 
through the fuel adjustment clause or refund through the Environmental Cost Recovery Clause, but the actual cost of fuel purchased or SO: credits sold may differ from 
those  amount^. The difference between actual fuel cost or SO, revenues and the amount authorized for recovery or refund is deferred on the balance sheet through a 
credit to operating expense as either under- or over-recovered cost and therefore does not impact net income. These M S ~ S  are, in tum, either recovered or refunded to 
C U S I O ~ C ~ S  in succeeding yean. 
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Fuel Prices and Fuel Cost Recovery 

Included in Tampa Electric's fuel adjustment filing for rates effective in 2008 was $1 8 million of2007 over-recovered fuel cost net of a $2 million final 
adjunmenl to the under recovery related to 2006 fuel filing. In November 2007, the FPSC authorized the retum ofthis amount and the recovery ofthe full projected 
2W8 fuel expense. An increase in amounts recovered through the Envimnmental Cost Recovery Clause is expected to occur in 2008 due to the completion ofan  
additmnal NO, control project and lower sales of excess S O ,  emission credits (see the Regulation section). 

Fuel prices increased in 2007 primarily due to the shift to higher usage ofhigher cost natural gas from lower cost coal despite delivered natural gas costs 
declining slightly to 59.52 per million B N  (ImmBTU) in 2007 from 69.61ImmBTU in 2006. Average delivered coal prices increased in 2007 to $2.57/mmBTU, 
compared to 162.491mmBN in 2006. 

Natural gas prices were extremely volatile during the 2005 through 2006 period, as B result of supply constraints due to hurricane-related damage to produnion 
and mnsportation infrastmcture and increased demand nationwide due to the higher percentage of elecnicity now being generated from natural gas-fired generation, 
panicularly during peak load periods. Absent the hurricane-related supply disruptions experienced in 2005, natural gas pnces have been more stable in 2006 and 2007, 
but at con~istently higher levels in 2007 due to the balance in supply and demand and are expected to remain stable in 2008, assuming no major supply disruptions. Coal 
prices, while less volatile, increased in 2007 and 2006. Tampa Electric's primary coal supplies are from the Illinois Basin, which did not experience the same downtum 
in prices in 2006 and 2W7 as the Central Appalachian coal producing region. Coal prices are expected to increase in 2008 due 10 increased intemational demand for 
U S .  steam coal and the expectation of more normal inventory levels at utilities in the U S  (see the TECO Cad section) 

Energy SwVlY 

On a retail energy supply basis, Tampa Electric gceneration accounted for 93%. 95% and 92% ofthe total retail energy sales in 2007,2006 and 2005, 
respectively, with the remainder of the energy supplied by purchased power. Purchased power expense increased 23% and the volume of power purchased increased 
17% in 2007 as a result of lower coal-fired unit availability, resulting in lower coal-fired generation during the major unit outages to install the NO. control equipment 
(see the Environmental Compliance section). Per unit purchased power expense increased in addition to the volume increase due to purchasing power hom higher- 
EOSI natural g c  fired generating sources. In 2006, the cost of power purchased by Tampa Elecvlc to serve its ~usfomer~ decreased 18% and the volume ofpower 
purchased decreased I lYo from improved coal-fired unit availability and generation. Thc cost decreased more than the volume due to lower natural gas prices in 2006 
than in 2005. The cost for purchased power is expected to decrease slightly in 2008 due to the duration ofthe planned extended maintenance period for the completion 
ofthe SCR project on Big Bcnd Unit 3. 

Prior to 2003, nearly all of Tampa Electric's generation was from coal. Starting in April 2003, thc mix staned to shift with increased use of natural gar at the 
Bayside Power Station, which was convened from the coal-fired Gannon Statim. Nevenheless, coal is expected to continue to represent more than halfofTampa 
Electric's fuel mix due to the haseload umU at Big Bend and the coal gasification unit, Polk Unit One. In 2008 through 2010, one ofthe remaining three Big Bend coal- 
fired units will undergo an extensive outage each year to complete the construction ofthe NO. control equipment (see the Environmental Compliance section), 
which is expected to reduce the generation from coal in those years. 

Hurricane Storm Hardening 

Due to exlemive stom damage to utility facilities during the 2004 and 2005 hurricane seasons and the resulting outage3 utility eu~tomers experienced 
throughout the state, in 2006 the FPSC initiated proceedings 10 explore methods of designing and building 1ranSmiSSion and disnihution systems that would minimize 
l ~ n g ~ t e r m  outages and restoration costs related to severe weather. 
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The FPSC subsequently issued an order requiring all investor owned utilities (IOUs) to implement a IO-point storm preparedness plan designed to improve the 
statewide electric infwtructure to betier withstand severe storms and expedite recovery from future storms. In addition to a wood pole inspection program instituted 
separately, the plans address vegetation management, audits ofpole attachments, transmission stmcture inspections and hardening, data gathering and analysis, natural 
disaster planning, coordination with lmal govemmenlal agencies and collaborative research. In October 2006, the FPSC approved Tampa Electric's plan l o  comply with 
the directive. Tampa Electnc implemented its plan in  2007 and estimates the average non~fuel operations and maintenance expense ofthis plan to be approximately $20 
million annually far the foreseeable future. 

Tblhe FPSC also modified its mle regarding the design standards for new and replacement transmission and distribution line C O ~ S ~ N C ~ ~ O ~ ,  including certain critical 
c ixu t s  in a utility's system. Beyond employing accepted engineering practices and complying with the applicable edition oflhe National Eleclric Safety Code (NESC), 
the new design standard requires adoption ofthe NESC extreme wind loading standards for distribution facilities. The new design standards also encourage the 
placement of new or modified facilities undergmund when feasible. In 2008, Tampa Electric expects Io invest approximately $22 million af capital for higher levek of 
tran~mission and distribution pole replacement, imp~ovements to cirwits sewing critical inhashucture and the completion of the global information system required 
under the storm hardening pmgram. Future capital expenditures required under the storm hardening program are expected 10 average approximatelv 1619 million 
annually for the foreseeable future (see the Rogulntian section). 

Higher Capital Spending 

Tampa Electric is in a penod of increased capital spending for infrastructure to reliably serve its growing customer base and to address the needs for future 
baseload and pezking generating capacity additions. In addition to lhc capital spending to comply with the storm hardmng plan described above and lhe need for 
additional generating capaciry discussed below, Tampa Electric expects to make additional capital investments for its pro rata ponion of state-wide transmission system 
improvements in Florida and to meet the new NERC reliability standards. It also expects to invest additional amounts in its transmission and distribution system to 
improve reliability and reduce customer outages. 

Based on its current forecasl of long-lerm energy demand and sales growh, Tampa Electric has identified a need for new baseload capacity in early 201 3 due to 
continued customer growth and the expiration of a long-term power purchase apeement with Hardee Power Panners. Its options to satisfy the baseload capacity need 
range hom purchasing power IO constructing its o m  generating facility. Tampa Electric has in place confracts to meef its interim peak capacity needs for 2W8 and 
plans to constmct simple-cycle combustion turbine units to meet its peaking capacity needs in the 200Y through 2012 period. 

In early 2007, Tampa Electric announced that its preferred technology to meet the 2013 baseload requirement was a solid fuel IGCC unit. However, during the 
cenification of need process and after tiling the required environmental permit applications it became apparent that continued uncertainty related 10 CO, regulations, 
panicularly carbon capture and sequestration issues, and the potential for related projecl cos1 increases posed unacceptable economic risk to customers and investors, 
and the project was deferred. As a result of the decision 10 defer the use of IGCC unit, Tampa Electric now C I ~ C C ~ E  to utilize combined cycle natural gm-fired 
technology to meet its expected 2013 generation expansion need. In Florida, the construction ofbaseload capacity i s  subject to fenain regulatory approvals that must be 
received prior to commencement of con~rmction (see the Capital Expenditures and Regulation seclions). 

PEOPLES GAS (PGS) 

Operating Results 

PGS rsported net income of $26.5 million in 2007 compared to $29.7 million in 2006. These reesulls reflect I .6% average Customer growth. lower 2007 volumes 
far rmi l  customm due to one of the warmest months of 

56 

287 



TAMPA ELECTRIC COMPANY 
DOCKET NO. 080317-El 
SCHEDULE NO. F-2 
PAGE 59 OF 506 

Janualy on record, which liinited lhe number of heating degree days, and changes in cu110iner usgc pattems. Sales to industrial customers, such as wallboard, asphalt 
and concrete producers, which are impacted by the slowdown in the Florida housing market, were lower. Results also reflect $0.7 million lower aflcr~tax property tan 
expense due to lower property tar ram from legislation passed in Florida to reduce property taxes; $2.2 million higher after-tax depreciation expense due to a routine 
depreciation study approved by the FPSC in January 2007 and routine properly additions; and higher low-margin off-system sales and volumes tramporled for power 
generation customers. 

In 2007, the Lola1 throughput for PGS was I .4 billion lhems. Ofthis total throughput, 9% was gas purchased and resold 10 retail customers by PGS, 69?6 was 
third-pany supplied gas that was delivered for retail transpomlion-only customen, and 22"h was gas sold off-system. Industrial and power generation customei~ 
consumed approximately 69% of PGS' annual t hem volume, commercial CusIamen used approximately 26%, and the balance was consumed by residential cu~tomers. 

Due to the higher operating COE~S,  continued investment in the dishibution system and higher costs associated with recently required safety requirements, such as  
pipeline integrity safety. PGS' return on equity levels are below the bonom of its allowed range and therefore it expects to file for a base rate increase in 2008. 

PGS reponed net income of $29.7 million in 2006, compared to $29.6 million in 2008. Customer growlh of3.3Yo, increased s l e ~  to residential customers and 
stmng sales to power generating and off-system customers due to declining natural gas prices were panially offset by "on-fuel operalion and maintenance expenscs that 
were $1.4 million higher after tax. I l l h e  higher off-system sales and increased volumes transponed for power generation cuslome~s helped offset the impact ofmild 
winter weather a r l y  in 2006 and then again in  December ?006. AAer a very stmng 2005 perfomnnce, sales to mmmercial customen declined slightly due 10 higher 
natural gas prices in early 2006. 

In  2006, the total throughput forPGS was I . 3  billion therms. Of lhis total throughput, I I?" was gas purchased and resold to retail customers by PGS, 70% was 
third-pany supplied gas that was delivered for retail transportation-only customers and 19% was gas sold off-system. Industrial and power generation cu~tomen 
consumed approximately 6SY0 of PGS' annusl therm volume, commercial ~ustomers used approximately 29% and the balance was consumed by residential customen. 

While the residential market represents only a small percentage of total them volume, residential operations generally comprise almost 25% af total revenncs. 
New residential con~fruction that includes natural gas and convrrsion~ ofexisting residences to gas had steadily increased since lhc late 1980s, but slowed slatting in 
2006 and funher in 2007 due to the weak Florida housing market conditmnr. Like all natural gas diseibution ~tllities, PGS is adjusting to lower per-cuslomei wage due 
to improving appliance efficiency. As cu~tomer~ replace existing gas appliances with newer more efficient models, per-customer usage lends to decline. 

Natulal @as has historically been used in many hditional industrial and commercial operations throughout Florida, includingprodunion of products such as 
steel, glass, ceramic tile and food products. Within the PGS operating territory, large cogeneration facilities utilize gas-fired technology in the production of electric 
power and steam. 

The actual of gas and upstream tran~portatian purchased and resold to end~use c~stomen is recovered through a Purchased Gas Adjustment (PGA). Because 
this charge may be adjusted monthly based on a cap approved by the FPSC annually, PCS normally has a lower percentage of  under^ or over-recovered gas cost 
variances than Tampa Electric. 
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Summary of Operating Results 
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In Florida, natural gas SWVICC i s  unbundled for "on-residential customers that elecl this option. affording these customers the opportunity to purchase gas from 
any provider. The net result ofunbundling is a shift from bundled transponatian and commcdity sales Io transportation sales. Because the commodity portion of  
bundled p ale^ is included in operating revenues at the cost ofthe gas on a pass~through basis, there is no net financial impact IO the company when a customer shifts to 
traniponation-only sales. PGS markets its unbundled gas delivery Services 10 cu~tomer~ thmu& its 'NaturalChoice" program. At year end 2007. approximately 46% of 
PGS' non-residential cutomem elected to take service under this program. 

Total operating expenses were I .6% higher in 2007. Non-fuel opeiations and maintenance expense decreased slightly in  2007, primarily due to lower employee- 
related costs from more efficient operations and lower actuarially determined self-insurance reserves more than offsetting the increased use ofcontmt labor and higher 
cost of supplies such as gasoline to operate vehicles. Non-fuel operations and maintenance expense had increased in 2006 primarily due to higher employee-related 
costs. Depreciation expcnse increased 162.2 million after tax in 2007 due to higher depreciation rates resulting liom a routine depreciation shldy approved by the FPSC 
in January 2007 and routine plant additions. Depreciation expense had increased in 2006 in line with the capital expenditures made to expand the System. 

PGS expects the effect on i ts operating income of assumed noma1 weather, and customer and them sales growih in 2008 will be offset by the effects of higher 
operation and maintenance expense and higher depreciation expense. Depreciation is expected to increase in 2008 from mutine plant additions. operations and 
maintenance expense, excluding costs related 10 FPSC-approved energy conservation programs recovered separately, are expected 10 increase at about a 4.5% rate in 
2008. 

PGS forecasts customer growth of approximately I .O% m 1008. which is lower than the average cuslomer growth experienced for the pas1 five years. A major 
contributor to Ule slower groWh is the slowdown in the housing market. PGS provides service in areas of Florida that expmiencpd some ofthe most rapid growih and 
price appreciation in 2005 and 2006, including the Miami, Ft. Myen and Naples areas. These areas are now experiencing the most significant impacts of the slowdowm 
in the housing market. 
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Since its acquisition by TECO Energy in 1997, PGS has expanded its gas distribution system through system exten~ions into arcas of Florida not previously 
served by natural gas, such as the lower southwest coast in the Ft. Myers and Naples areas and the northeast coast in the Jacksonvillc area. PGS' expansion strategy for 
the past several yeam has been to take advantage afthe significant capital investments in main pipeline expansions to connect customers to that existing inhastructure. 
In 2008, PGS expccts its capital spending to support modest system expansion. It also expects continued customer additions and related revenues from i ts build-out 
efforts throughout the state ofFlorida, assuming continued local economic growh, normal weather, and other factors (see the Risk Factors section). 

Gas Supplies 

PGS purchases gas from various suppliers depending on the needs of iLr customers. The gas is delivered to the PGS distribution system through three interstate 
pipelines on which PGS has resewed firm transportation capacity for delirely by PGS to its cu~ tomer~ .  

Gas is delivered by the Florida Gas Transmission Company (FGn  through more than 59 interconnections (gate stations) serving PGS' operating divisions. In 
addamn, PGS' Jacksonville Division receives gas delivered by the South Georgia Natural Gas Company pipeline through two gate statims located northwest of 
Jacksonville. PGS also receives gas delivered by Gulfstream Natural Gas Pipeline through SIX gate  tati ion^. 

PGS procures natural gas supplies using baseload and swing-supply contracts with various suppliers along with spot market purchases. Pricing generally takes 
the form of either a variable price based on published indices, or a fixed price for the comract term. 

TECO COAL 

TECO Coal recorded net income of $90.9 million in 2007. compared to $78.8 million m 2006. TECO Coal's 2007 Nan-GAAP recsuI1s excluding Synthetic fuel, 
which exclude the $52.6 million benefit associated with the production of synthetic fuel, were $38.3 million, compared to $46.7 mil lm in 2006. which excluded $32.1 
million ofsynthetic fuel benefits. (See the 2007 and 2006 GAAP Results Reconeiliation to Non-GAAP table.) 

Total sales were 9.2 million tons in 2007, including 6.0 million tons of syntheuc fuel. Total sales were 9.8 million tons in 2006, including 5.3 million tons of 
synthetic fuel when synfuel production was curtailed for approximately six weeks due to high oil prices. Lower sales were planned for 2007 in response l o  market 
weakness that developed in the second halfof 2006. Re~ul t s  in 2007 reflect an average net selling price per ton across all products, which excluded tranSpOrtation 
allowan~e~, that was about I'X lower than 2006. The ca3h cost ofproduction increased less then 0.5% in 2007 compared to 2006 reflecting the benefits ofactions taken 
in 2006 and 2007 to close higher cost ofproduction mines and to optimize mining plans. Results also reflect a $1.6 million after-tax benefit in 2007 from the lrue~up of 
the 2006 synthetic fue l  tax credit rate, compared to a $2.7 million benefit in 2006 far the true-up oflhe 2005 synthetic fuel tax credit rate. 

TECO Coal recorded 2006 net income of1678.8 million, compared to $ I  15.4 million in 2005. Excluding the $32. I million benefit associated with the production 
of synthetic fuel, TECO Coal's fullbyear 2006 Non-GAAP results excluding synthetic fuel were $46.7 million, compared to $33.0 million in 2005, which excluded 
$82.4 million ofesmings benefits from the production of synthetic fuel, (see the 2006 CAAP Result% Reconciliation to Nan-CAAP table). Compared to ZWS, 
results reflect a 13% higher avwage net prr-ton selling price a m "  all produets, excluding transportation allowances, panially offset by higher production costs. Results 
also reflect a e3.R million after-tax charge to reduce deferred tax BSSC~S consislent with a reduction in the Kentucky stafe income tax rafe and a $2.7 million afler-tax 
benefit from the tme~up in 2006 ofthe 2005 synthetic fuel tax credit rate. 

Total sales were 9.8 million tons in 2006, including 5.3 million ton5 of synthetic fuel, compared to 9.7 million tons, including 6.4 million tms of synthetic fuel in 
2005. Lower synthetic fuel sales volumes in 2006 

59 

290 



TAMPA ELECTRIC COMPANY 
DOCKET NO. 060317-El 
SCHEDULE NO. F-2 
PAGE 62 OF 506 

reflected the idling of production facilitics from late July through mid9eptemher duc 10 estimated average annual oil prices above the break-even level. Total coal sales 
were not impacted as synthetic fuel sales  contract^ permitted the substitution of conventional coal for synthetic fuel while the synthetic fuel production was idled. 

In 2006, the cash cost of production inneased 12% over 2005. Higher production costs reflected higher COS~S associated with: new safety regulations: ~ l o c a t i n e  
mining equipment from high cost mining areas and areas where the  reserve^ were depleted; additional exploration expenses to optimize future mining plans; and diesel 
fuel, explosives, conveyor belts and steel-related products. 

The $52.6 million of benefits from the production of synthclic fuel in 2007 reflect a $91 .I million afler-tax reduction in eamings benefits due to the estimated 
67% phase-out afthe tar credit due to high oil prices, compared to the $36.7 million after-tax reduction due to a 35% phase-out in 2006. The results for synthetic fuel 
production also reflect a $532 million afler-tax benefit from adjusting to market the valuation of the oil price hedges placed to protect the 2WJ smthctic fuel benefits 
against high oil pnces. In 2006, resula included a $ I  .7 million after-tax mark-to-market charge. 

In 2007, TECO Coal had in place oil price hedge insnumenta to protect against the risk of high oil prices reducing the value of the tax credits related to the 
production of synthetic fuel. Because these oil price hedges were intended to provide approximately a dollar-for-dollar r e c o v q  of lost synthetic fuel revenues in the 
event ofa tax credit phase-out. TECO Coal previously forecast full-year benctits from the production of synfhetic fuel to he approximately $100 million ofnet cash and 
$65 million ofnet incomc, regardless ofoil pricc l c ~ e b .  Although lhe oil price hedges wme calibrated 10 fully compensate for any potential phase-out, the final phase- 
out estimate exceeded the final hedge settlement by approximately $12.0 million afier tax. This difference occurred because the 2007 relationship between the U.S. 
Depanment of Energy's Producer First Purchase Prices and the NVMEX oil prices, which was the hasis for the hedger. diverged from the historical nom in the second 
halfaf2007. as oil prices continued to increase. The phase out reduced cash received from the iwestors in 2007, and the cash from the hedges was receired in January 
2008. 

In 2007, the benefits from the production of synthetic fuel reflect the estimated 67% reduction in  revenue^ from third-pany synthetic fuel investors related to tax 
credit phase-outs due to high oil prices. The phase-out range i s  based on oil pnces represented by the annual average of Producer First Purchase Prices reponed by the 
U.S. Depamnent of Energy. Based on the actual relationship ofthese prices reported through October and NYMEX prices, TECO Coal estimates the initial phase-aut 
level for 2007 to begin at $62 per barrel ofoil (iBbl) an a NYMEX basis, and that the tax credits would be fully phased out at $7X/Bbl on a NYMEX basis. Actual 
Dcpanment of Energy Producer First Purchase Prices for the full year, which are normally rcported in late March of the following year, and the actual inflation rate for 
2007 may cause positive or negative adjustments to estimated 2007 re~ults and would he recorded in the results for the first quarter of2008, but is not expected to be 
material. 

TECO Synfuel Holdings, LLC sold 90% ofits ownership interest to two third pany investors by the end of2004, along with asssiated percentage righa to 
benefits in the business that adjusted fiom time to time. Allocation ofthe benefits in ZOOS was temporarily increased 8% in the first and second quanei~ such that 98% 
offhe benefits went to fhc third panies. In July 2005, a permanent increase in the third-pafly ownership of the synthetic fuel facilities to 98% was achieved through the 
sale of an additional 8% interest to a new panicipant. 

Under these third-pany owership transactions, T K O  Coal was paid to provide feedstock, operate the synthetic fuel production facilities and sell the output; 
TECO Coal also recognized a gain on the sale of the ownership interesa in the facilities for each tan of synthetic fuel sold. The purchasers had the risks and rewards of 
awnenhip and were allocated 98% of the tax credit3 and operating costs. 

TECO Coal recorded $ I  .4 million and $2.1 million ofafler-tax benefits f" the production associated with its remaining synthetic fuel ownership interest in 
2W7 and 2006, respectively, hut recorded no synthetic fuel tax credits in eamings for ZOOS because d T E C O  Energy's a c t u l  2005 tar position. 
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TECO Coal Outlook 

We expect TECO Coal's ZOO8 net income to exceed its 2007 non~CAAP res~lts excluding Synthetic fuel. Total sales are expected to be in a range between 
9.5 million and 10 million tons in 2008 with no synthetic fuel production, compared to 9.2 million tons in 2007. The higher expected sales volume reflects the 
somewhat improved coal market. which has been driven by supply and demand in the infemational coal markn and the expatation of more normal inventory levels at 
U.S. utilities. Due to the signing afsteam coal ~onlracts for 2008 delivery during periods of lower prices in 2006 and 2007 and its metallurgical coal  contract^ early in 
the renewal cycle, TECO Coal expects its average realized price per ton in 2008 to be higher than in 2007, but lower than the current market prices. Although the 
average selling price for all products is expected to incrcase in 2W8, thc cost ofpmduction is expected to increase at a higher rate. The henetits from closing higher cost 
facilities in 2006 and 2007 are expected lo be more than offset by higher diesel fuel prices and higher safety costs than in 2007. Fully-loaded cash margins per ton in 
2008 are expected 10 be about $10 per ton, and afler-tax margins are expected 10 be about $4 pcr tan. 

Coal Markets 

Following the very robust markets for Central Appalachian coal in 2004 and 2005, a mild 2006 summer and a mild 2007 winter caused utilities 10 bum less coal 
and increased inventories at utility usen to above normal  level^ for much of 2007. As a result, spol market prices for Central Appalachian utility steam coal declined 
more than 40% hetween the ~ummem of2006 and 2007, Contracts for delivery Ofsteam coal in  2007 signed in the last six months of 2006 and the tint nine months of 
2007 were at prices below those experienced in 2005 and early 2006. 

Beginning ~n the fall of 2007, prices for Central Appalachian coal, especially mctallurgical coal, strengthened due to intemational supply and demand pressure. 
Continued strong demand for CMI in China and India, boltleneckr in pons in Australia, high oceangoing freight rates and the temporary E ~ O S U ~ ~ S  of ~ e ~ e r a l  major 
metallurgical coal mines caused price for coal sold in intemational markets to increase. 

Many ofthe same factors caused the intematimal demand for steam coal to increa~e in the fall of 2007. As a result ofhigher intemalional demand and industry 
wide expectations for declining inventories and potential for lower supplier fmm Central Appalachia due to rising safety costs and delays in issuance of required 
environmental permits for n w  mines. Through early February 2008. spot pnces for domestic Eleam coal increased appmximately 48% since October 2007. 

TECO Coal sd1s almost all of its annual production under either multi~year ~ o n t r a ~ t s  or contracts that are finalized late in the previous year or early in  the 
delivery year. In 2007, TECO Coal benefited from contracts, which includcd some multi-year contracts, signed in the stronger 2005 price envimnmcnt. It currently has 
100% of i ts  planned 2008 sales undcr contracts that were signed primarily in 2006 and 2007 bcfore the significant price incream late in 2007. The multi-year approach 
to contracting reduced the impact ofthe weaker coal markets in 2006 and 2007. but is limiting the upside from the very strong coal markets in 2008. For 2009, TECO 
Coal currently has 40% of its expected sales contracted, primarily utility steam coal 

Thc significant factors that could influence TECO Coal's results in 2008 are cost of production and the ability to sell coal at attractive prices in the spot market. 
Longer-term factors that could influence results include inventories at steam coal users, weather, general economic conditions, the level of oil and natural gas prices, 
commodiry price changes which impaft the cost of production, and CO1 reductions if required (see the Environmenlnl Compliance and Risk FaclorS sections). 

TECO GUATEMALA 

Our TECO Guatemala operations con~ist oftwo power plants operating in Guatemala under long-term c0ntracts and an awnenhip interest in DECA 11, which 
has an omemhip inleresl in Guatemala's largest 
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distribution utility, Empresa Electrica de Guatemala (EEGSA) and affiliated energy-related companies which provide, among other things, eleclricity transmission 
services, wholesale power sales to unregulated electric customers, engineering services and telecommunication services. The San Jose and Alborada power stations in 
Guatemala both have long-term powcr sales contracts. TECO Guatemala's ownership interest in EEGSA is heldjointly with panners lberdrola of Spain and thc 
Ponuguese energy company EDP that together own an 81% contmlling intemt in EEGSA and the affiliated companies, of which TECO Guatemala owns 30% 
lberdmla is the operating partner of EEGSA. 

The Guatemalan operations are utility-likc in naNre due to the long~tem power sales contracts and stable operations of the power generating facilities. The Sa" 
Jose Power Station is a baseload coalLfired statim with high capacity and availability factors. 

The Alborada Power Station. which comist~ of oilLfired. simple-cycle combustion turbines, is a peak-lead facility with high availability, but low capacity factor 
by design. Guatemala IS heavily dependent on hydro~electric sourccs for power generation. The Alborada Power Station is under ~ontracl 10 EEGSA but it is designated 
10 be operating reserve status for the country of Guatemala by the country's power dispatcher. The plant N ~ S  at peak times or in times of loss a fa  major generating unit 
or transmission circuit in the country. 

In 2007, net income was $44.7 million, compared to $37.6 million in 2006. Earnings for EEGSA increased due to customer growth and higher energy sales at 
EEGSA and increased eamings from the affiliated companies. EEGSA had 3.8% customer growth in 2007, increasing its customer base by 3 1.000 IO over 840,000 at 
year~cnd. Net income far DECA I1 reflected a $1.9 million afteiax benefit related to an adjustment to p~eviously estimated year-end results. The San Jose Power 
Station realized increased revenues in  2007 from both Contract and spot sales with volumes up 2% and 5%. respectively, and prices up 3% for contract and spot sales. 
Higher energy sales were a result of 99.5% availability, as calculated under its power sales agreement, and the highest net generation and capacity factor (92.2%) ever 
experienced for the San Jose Powcr Station. If also recorded its best heat rate in three years and a continuous nm of I17 days. In a comparison made with coal units of 
similar size operating in the United States, the San Jose Power Station's capacity factor and overall availability (94.9%) were in the fop 10% and top I%, respectively. 
The Alborada Power Station benefited from higher capacity payments as scheduled under its contract and a 99.9% availability as calculated under its power sales 
agreement. Interest expense decreased due to lower interest rates and lower project debt balances, and inlerest income increared on higher oflshore cash balances 

TECO Guatemala had net income afS37.6 million in 2006, compared 10 $40.4 million in 2005, which was driven by 4.3% customer growth 81 EEGSA, 3 %  
higher generation at the San Jod Power Station, higher capacity p a p e m  at the Alborada Power Station, lower insurance and interest expense, and operating and 
maintenance expenses essentially unchanged from 2005 levels more than oKset by a higher t u  m e .  

At E C O  Guatemala, we expect 2008 net income to decrease f" 2007 levels. Rcsults in 2007 reflect outstanding performance of the San Jose Power Station 
with extremely high availability and capacity factors. In 2008, increased scheduled maintenance is expected to reduce the availability and capacity factors, which will 
re~ul t  in lower spot energy sales and increased costs. Results at DECA I1 are expected to be driven by higher energy sales 10 retail cu~tomen being more than otTse1 bv 
the absence ofthe $1.9 million aRer-tar benefit recorded in 2007 to adjust previously estimated rwdts .  

The Comisidn Nacional de Energia Electrica (CNEE) was created under the General Electricity Law of 1996 as a branch ofthe Ministry ofEncrgy and Mines in 
Guatemala and regulates the energy sector in Guatemala. EEGSA is undergoing a new rate Setting process to determine the Value Added Distribution (VAD) charge 
applicable in the tariffs, leading IO new rates effective in the summer of 2008. The new VAD rates that EECSA can charge its customers for the use of its distribution 
lines will be set for a term of five years. The current VAD lates were established in May 2003. It is not possible to predict the outcome ofthe VAD review, but TECO 
Guatemala personnel are monitoring and panieipafing in this precess. 
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The two distribution companies serving rural Guatemala, DEOCSA and DEORSA, which are o w e d  and operated by the Spanish utility, Union Fsnora, have 
issued a combined request for proposals for a 200-megawatt baseload coal-tired unit to be constructed in  Guatemala with commercial operation expected in 2012. 
TECO Guatemala is evaluating this opponunify and expects to submit a bid in the sp"g of2008, either individually or in a pannership with others, to build, own and 
operate iheplani. If successful, TECO Guatemala would expecl to sign a 15-year power sales a g r e e "  with DEOCSA and DEORSA. The plant would be cmstructed 
to meet World Bank and Guatemala Environmental Guidelines and is expected to he financed with no"-recourse project debt, similar to the existing TECO Guatemala 
pla"tS. 

PARENTIOTHER 

In 2007, Parentlother net income was $52.5 million, compared to a cos1 of $60.4 million in 2006. In 2007, the non-GAAP cost was $60.4 million, compared to 
$74.2 million in 2006. Non-GAAP costs in 2007 exclude the $149.4 million gain on the sale of TECO Transpon, $16.3 million ofafler-tax charges related to the sale of 
TECO Transport and the $20.2 million after-tax charge related m the debt extinguishmenriexchanges completed in December. Non-GAAP costs in 2006 exclude the 
$5.7 million afier-tar gain on the unused Steam turbines and the $8.1 million gain on the sale afthe remaining assets ofthe unfinished McAdams Power Station, which 
had been previously impaired. In 2007, parent intere~t expense declined $29.2 million, or SIR. I million afler fax, reflecting parent debt retirement. which more than 
offset the $1  I .O million lower parent interest income due to lower cash balances. (See the 2007 GAAP to nan-GAAP reconciliation table.) 

In 2006. the Parentlother cost was $60.4 million, compared m $127.1 million in 2005. In 2006; the Parenriother "on-GAAP cost was $74.2 million, compared to 
$80.4 million in 2005. 2006 Non-GAAP results m Parentlother excluded the after-tax gains described above. Nom-GAAP results in 2005 excluded 546.7 million of 
afler-lax charges associated with Ihc early retirement of debt (see the 2005 and 2006 GAAP to non-GAAP reroncillatlon tables). Results in 2006 were dnven by 
parent interest expense which was $I 8.1 million, or $I 1.2 million afler tax, lower then in 2005 due to the debt redemption and refinancing actions initiated in mid~2005. 
This was offset, in pan, by no longer allocating interest to l W G  Merchant. PreLlx parent~level interest allocated fa the Operating companies *,as $23. I million in 2006. 
compared to $36.2 million in 2005. lnvestmmt income on cash and s h o n - t m  inveStments increased $6.6 million over 2005 as a result ofhigher interest rates and 
high- investment balances. 

We expect costs at TECO Energy parent-level 10 decline again in 2008 due to the debt retirement actions taken in 2007 and OUT plans for additional parent debt 
retrement in 2008. 

TECO TRANSPORT 

AS a result ofthe sale closing, TECO rranspon's 2007 net income ofS34.0 million  reflect^ activifies through Dec. 3,2007, compared IO $22.8 million in 2006. 
Nom-GAAP results were $24.3 million in 2007, compared to $25.8 million for the fullbyear period in 2006. TECO Trampon's 2007 non-GAAP resulls include $9.7 
million ofafler-tan depreciation that was excluded from reponed ncl income. Nom-GAAP results in 2006 excluded $3.0 million of after-tax direct EOSIS associated with 
damage from Hunicane Kamna, net of insurance recovely. (See the 1001 and 2006 CAAP to non-CAAP reconcili~tion tables.) Because ofthe Asset6 Hcld for Sale 
classification of TECO Transport, the recording ordepreciation was discontinued as of Apr. I ,  2007. Results in 2007 reflecl increased third-pany volumes at TECO 
Bulk Terminal, the impact of low water candltians on the rivers, which limited tow sizes, lower river rates when compared to the near rccard levels in 2006, and higher 
earnings fmm third-party business at the oceangoing Operations. 

In 2006, TECO Trannpon recorded net income afS22.8 million, compared to $20.2 million in 2005. The 2006 m d t s  rdlected higher t ivn  barge r a f e ~  and 
equipment utiliration, improved oceangoing equipment utililation, lower repair costs at TECO Ocean Shipping, and higher Tampa Electric movements, partially Offset 
by higher fuel costs and lower tonnage for third-pany customers. Non~GAAP r e ~ u l t ~  of$25.8 million in 2006 
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excluded $4.5 million ofaflertar direct costs associated with dnmage from Hurricane Kaaina at TECO Bulk Terminal and TECO Barge Line, and $1.5 million of afrer 
tax insurance recovery at TECO Barge Line, compared to 2005 non~GAAP results of1619.1 million, which excluded $12.6 million afdirect Hurricane Kattinna costs and 
$13.7 million of insurance recovery (see the 2006 and 2005 CAAP to non-GAAP reeonelllation tables). 

As discussed in the Overview section, we completed the sale ofTECO Transport to an illvestment group led by Greenstreet Equity Par" ,  L.P. for gross 
proceeds of $405 million. The sale resulted in an aflcr-tax net book gain of$149.4 million, before $16.3 of after-tax transaction related costs recorded at TECO Energy 
parent. Proceeds from the sale of TECO Transport were used to pay doun parent level debt on an azelemted basis. 

TWG MERCHANT 

Since 2003, our siraka has been to focus on our Flofiddil utilities and our profitable unregulated businesses and LO reduce our exposure to the merchant power 
markets. In 2005, we essentially completed OUT exit from the mechant power business and the sales ofthe minor remaining assets were completed in ZOO6 (see the 
Overview section). Beginning in 2006, only histotical information is provided for W G  Merchant. Any remaining results are included in Parentlother. 

In 1999, we began to expand OUT presence in the domestic independcnt cnergy industry From ZOO0 through 2 0 3  we purchased unregulated generating plants 
and built other unregulated gmerating plants. After we had commilled to thc major investments m unregulated power, conditions in energy markets changed, and the 
prospects for operating losses and negative cash flaw at most ofthe merchant facilities we were constructing caused us to delay some projects and sell others 
commencing in 2003. 

In 2004 and 2m5, we took aggressive actions to complete our exit from the merchant power business. We sold plants at B loss, and in the case ofthe large Union 
and Gila River projedr. we sold and rransfmed the ownership to the lenders, which caused us to wile-off OUT equity investment. These %lions resulted in significant 
write-offs of the equity investments in the projects, in the generation of net operating Iosscs for fax uumoses (see the Income Tar section), and left us with a hieh level 
of parent debt that we have been retiring. 

OTHER ITEMS IMPACTING NET INCOME 

Other Income (Expense) 

In 2007, Other income or (expense) of $152. I million reflected the $84.5 million ofmark-to-market gains on the oil ptice hedges on synthetic fuel production at 
TECO Coal; $68.6 million ofpretax income from the Guatemalan operations, which are accounted for a$ equity investments; $19.4 million ofpretax interest income an 
invested cash balancer: and a $32.9 million pretax charge related to the debt extinguishment and exchange completed in 2007. 

In 2006. Other incame or (expense) of $153.6 million reflected the $46.6 million from the installment sale of the 98% interest in the synthetic fuel production 
facilities at TECO Coal; $58.6 million ofpmtan income from the Guatemalan operations, which arc accounted for as equity investments: $34.8 million ofpretax interest 
income on invested cash balances; and $6.0 million ofpretax gains on the smaller assets sold in 2006. Income from the sale ofthe interests i i i  TECO Coal's synthetic 
fucl production facilities war reduced in 2006 by the 35% limitation on the tax credits due to high oil ptices and lower production in  2006 (see the TECO Coal 
section) 

AFUDC equity at Tampa Electric. which is included in Other Income (expense), was $4.5 million and $2.7 million in 2007 and 2006, respectively, and there was 
no AFUDC recorded in 2005. AFUDC is expected to increase in 2008 due to the installation ofcombustion turbines to meet pmk load capacity needs, the initial 
spending on baseload capacity and for NO. control at Tampa Elcctfic's Big Bend Station (see the Environmental Compliance and Liquidiry, Cnpltnl Re~ources 
sections). 
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Interest Expense 

Total interest expense was $257.8 million in 2007 compared to $278.3 million in 2006 and $288.7 million in 2005. In 2007, interest expense was reduced by the 
December 2006 retirement of the remaining 8.5% trust preferred securities (TruPS) outstanding, the repayment in January 2007 of $57 million of 5.93% junior 
subordinated notes, the repayment of$300 million of 6.125% notes in May 2007, and the repayment of $ I  I I million of 5% Dock and Wharfbonds in September. In 
2006, interest expense was reduced by the "payment in June 2005 of5380 million of 10.5Yo notes and the December 2005 repayment of $100 million of 8.5'X TruPS 
Interest expense also reflects Tampa Electric Company's issuance of $250 million of 6.15% notes in May 2007 and use ofproceeds to repay $150 million of maturing 
notes and reduce shon-term borrowings (see the Finmeing Activity section). 

Interest expense i s  expected i o  decreasc in 2008 due to the full-year benefits from the debt retirement actions taken in 2007 and the planned retirement of the 
$100 million offloating rate notes in 2008, panially offset by Tampa Electric Company's increased borrowings to ~uppon  its capital spending pmgmm (see the 
Liquidity, Capital R e ~ o ~ i e e s  section). 

Income Taxer 

The provision for income tares increased in 2007 due to higher operating income, the gain recognized on the sale ofTECO Transpon, and the hedge Senlement 
at TECO Coal. The provision for income taxes increased in 2006 from higher operating income primarily due to lower debt extinguishment costs and lower interest 
expense. Income tan expense as a perccntage of income from continuing operations before taxes was 34.9% in 2007,32.7% m 2006 and 32.6% in 2005. For 2008, we 
expect the effective tax rate to be in the range of 30% to 35% 

The cash payments for income taxes, as required by the Altcmative Minimum Tar  Rules (AMT), state income taxes and paymen& (refunds) related 10 prior 
years' audits was $(10.5 million), $10.4 million, and $27.4 million in ZM)7,2006 and 2005, respectively. The 2007 refund was a result ofa 2003 and 2004 foreign tar- 
credit carryback claim. 

Due to the generation of dsferred income tax assel$ related to the net operating loss (NOL) m y f o r w a r d  f" disposition of the TWG Merchant generating 
assets (see the TWC Merchant section), we expect future cash tax payments for income tares to be limited to approximately 10% of the AMT rate, reduced by AMT 
foreign tax credits and various state tuxes. We ~urrently expect to utilize these NOLs through 201 I .  Beyond 201 I, we expect to use more than $200 million of AMT 
carryforward to limit future cash tar payments for federal income taxes to the level of AMT. Our current projection afcash income tax payments 
approximately $8 million, including amounu owed to jurisdictions where we do not have NOLs For the 2009~201 I period, we eslimate tax payments to be in the range 
of $2 million to $4 million annually. 

2008 is 

The synthetic fuel tax credit i s  determined annually and is estimated 10 be $0.4034 per million BIu for 2007 after phase-out ( $ 1  2 3  10 per million Btu with no 
phase-out), and was $0.8138 per million Btu in 2006 ($1.2121 per million Blu with no phase-out) and $1 .I7 per million Btu in 2005. This rate escalated with inflation 
but was limited by the tax credit phase~out due to high domestic oil prices. (See the discussion ofthe refercnee oil price in the TECO Coal section.) 

In 2007,2006 and 2005. income tar expense also reflected a decrease due to the impact of increased wemeas operations with deferred U.S. tax structures. The 
decrease related to these deferrals was $1 I .0 million, $9.2 million and $9.4 million for 2007, 2006 and 2005, respectively. 

The income tax effect of gains and losses from discontinued operations i s  s h a m  as a component of results from discontinued operations. 
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DISCONTINUED OPERATIONS 

Discontinued Opers6onr 

pd,,>.,,LY - ,,fle,.I.zd 200, 2006 >OBI 
Loss on operations s -  $ -  s (11.6) 
Gain on disposition of Union and Gila River - 76.5 
Commonwealth Chesapeake wile-off - - 1.8 
TECO Solutionslother 
Total discontisued operations 

14.3 1 9  2) 
$ 14.3 5 1 9  $ 635  --- 

In 2007, net income fram discontinued operations reflects a $14.3 million tar benefit recorded in discontinued operations in the second quaner as a result of 
reaching a favorable conclusion with taxing authorities related to the 2005 dispmition oi the Union and Gila River mnchant power planlr. TECO Transppon was not 
classified as  a discontinued operation due to the ongoing ~ontractual relationship with Tampa Electric for solid fuel waterhome transportation scwiccs. 

In 2006, net income hom discontinued operaiions was $1.9 million, rcflecfing primarily the recovery of receivebles and adjustments for estimates for businesses 
that had been previously wittcn off. In 2008, net income from discontinued operalions was $63.5 million. 

Thc 2005 results include the operating results from the Union and Gila River power s t a t i m ~  (TPGC) through the end of May 2005 and the $76.5 million afler- 
tax gain recorded upon the final disposition of the plants. Discontinued operations also include results for the Commaowealth Chesapeake Power Station until its sale in 
Aptil 2W5 and adjustments to estimates far impairments on previously divested assets. 

Discontinued OporatlonslArret DIPpositIons 

TECO Energy completed a number of asset dispositions in 2006 and 2005 as pan of a revised business strategy to focus on the electric and gas utilities and long- 
tem profitable unregulated businesses and to reduce exposure to the merchant power ~ector. This process was completed with the d e  in 2006 ofTECO Thermal and of 
the uncompleted McAdams Power SLltion. In 2005, TWG Merchant sold its membership interest in Commonwealth Chesapeake Power Station (CCC) in Virginia and 
substantially all the assets oithe Dell Pow- Station in Arkansas. BCH Mechanical, Inc. (RCH Mechanical) W ~ E  also sold in ZOOS. In 2005, TECO Energy completed 
the sale and transfer of the Union and Gila River project companies (see Notes 16 and 21 to the TECO Energy Consolidated Flnaneinl Statements ). TPGC's 
results are accounted for as discontinued operations for all periods reponed. Revenues from the discontinued operations of TPGC in 2005 were $109.1 million. Net 
income (loss) from the discontinued operations of TPGC was $65.1 million in 2005. 

LIQUIDITY, CAPITAL RESOURCES 

The table below sets fanh the Dec. 3 I, 2007 consolidated liquidity and cash balances, thc cash balances at the Operating companies and TECO Energy parent. 
and amounts available under the TECO Finance and Tamm Elecnic credit facilities. 

Drawn amountsiZetters of credit 
Available credit facilities 
Cash 
Other investments 
Total liquidity 
Conmlidated restricted cash (not included above) 

- 34 5 25 0 9 5  
640 5 450 0 - 1905 
1626 I 1  9 50 9 99 8 

- 15 0 - 150 
$ 8181 $ 4619 $ 65 9 5 2901 
$ 1 4  S - I 0 2  $ 7 2  
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Cash at the other operating companies includes $35.8 million at TECO Guatemala held offshore due to the tax deferral stru~fure associated with CEGSA and its 
afiliated companies. Other investmem reflect an additional $15.0 million held offshore at TECO Guatemala with lotiger term maturity dates. Ln addition to 
consolidwd cash, as of Dec. 3 I ,  2007, unconsolidated afftlktes owned by TECO Guatemala, CGESJ (Sa" Jose) and TCAE (Alborada), had unrcsnicted caash balances 
of$19.9 million and restricted cash of $4.9 million, which are not included in  the table above, as these project compwies were deconsolidated due to the adoption of 
FIN 46R, Cowolidalion o/ Variable Inrerest Enfitirs, effective Jan. I, 2004 

Other investments in the table above reflects $1 5 million invested in two auction rate securities, $5 million maturing June 2032 and $10 million maturing Junc 
2041. Both are rated AAA by all three rating agencies and are not insured by any bond insurance company. The $10 million investment consists ofnotes backed by 
loans made under the Federal Family Educational Loan program. a federally guaranteed loan propam. These investments represent funds held offshore and not 
repatriated due 10 the tax-deferral structure associated with EEGSA and its afliliated companies. TECO Guatemala does not expect to need acccss to these funds over 
the next year. In the event the company needed to access these funds quickly, it could have to sell the securities at an ilmount below par value. 

In 2007, we met our cash needs from a mix of internal sou~ccs and long-term notes issued at Tampa Electric Company. We received cash from thc sale of TECO 
Transpon and used those proceeds primarily to accelerate the retirement ofparent debt. Cash from operatioms was $554 million in 2007. Other sources ofcash in 2007 
included $405 million from the sale of TECO Transpon, $78 million of prrreedr from third-pafly investom for ownership interests in TECO Coal's synthetic Fuel 
production facilities. LE37 million repatriated from TECO Guatemala, and $250 million from the issuance of long-term debt at Tampa Electric Company. We used cash 
to retire $357 million of TECO Energy parent debt at maturity. $I  I I million of TECO Energy parent-guaranteed TECO Transpofl Dock and Wharf bonds at mafurity, 
and $297 million of TECO Energy parent debt prior to maturity, and the regulated companies reduced short-term borrowings $23 million and rcpaid $150 million of 
long-term debt at mahlrity. We paid dividends in 2007 of $163 million on TECO Energy common stock. Our capital expenditures for the year were $494 million. 

In 2006, we met OUT cash needs from a mix ofintemal sources, asset sales and long-term notes issued at  Tamps Electric Company. Cash from operations was 
$567 million in 2006. Giher S D U ~ C ~ S  ofcash in 2006 included $123 million of pmceeds from third-party inve~ton  for ownerrhip interests in E C O  Coal's synthetic fuel 
production facilities, $250 million from the issuance of long-term debt at Tampa Electric, and $42 million from the sale of land at TECO Pmpenies and the remaining 
merchant power and energy services asel l .  We used cash to retire the remaining $100 million of 8.5% trust prefened securities prior to maturity, and the regulated 
campanis reduced short-term borrowings $ I  67 million. We paid dividends in 2006 of$159 million on TECO Energy common stock. Our capital expenditures for the 
year were $456 million. 

Cash from Operations 

In 2007, consolidated cash flow from operations was $554 million, which included. among normal operating items, net cash of$ l24  million reflecting the 
FPSC~approved recovery of previously under-recovered 2006 and 2005 fuel costs, which w a ~  partially offset by Tampa Electric's sale ofexcess SO, emissions credits. 
In addition. cash from operations reflects a $30 million contribution to the pension plan in 2007, and premiums paid in the early ertinguishmenVexchange ofparent 
debt. The acccunting neatmcnt of the sale of interests in the synthetic fuel production facilities at TECO Coal includes the costs associated with synthetic fuel 
production in cash flow from operations, but the proceeds h-om the third-party synthetic fuel investors are reponed as cash from investing and financing activities. 

TECO Coal had previously sold a total of 98% ofthe ownership interests ,nits  synthetic fuel pmducmn facilities to third-party investors. In 2007, cash flow 
from operations includes the operating losses ofapproximately $65 million (pretax) associated with the prcduction ofsynthetic fuel, while the cash benefits from the 
sale ofthe synthetic fuel production facilities and the net hedge proceeds are included in the investing and financing activities on the Consolidated Statement of Cash 
Flows. 
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We expect cash from operations in 2008 at a level similar to 2007. We expect that reduced cash flows from the sale of TECO Transport and lower fuel 
~ R O Y C ~ ~ C S  Wll be offset by lower interest expense and the elimination of costs usociated with TECO Coal's synfuel operations and the premiums paid for the early 
extinguishment of parent debt m 2007. 

W e  contributed $30 million to our pension plan in 2007, as planned. following a voluntary $30 million contribution to the plan in 2006 to accelerate 
improvement in the plan's funded status. We expect to contribute $9 million in 2008, and estimate that our contribution will average ahout S I  I million annually in 2009 
through 2012 (see Note 5 10 the TECO Energy Consolidated Financial Slaleemonts ). 

Cash fmm Inveeting Activities 

Our investing activities ~n 2007 resulted in a net use of cash o f  $28 million, including, among other Items, capital expenditures totaling $494 million and the 
$405 million of gross proceeds f" the sale ofTECO Transport. In 2007, proceeds relatcd lo the sale ofthe Y8% ownership interests in TECO Coal's synthetic fuel 
facilities were eliminated due to the 67% phase-out of the tax credits. TECO Coal received in 2007 synfuel proceeds of $30 million that had been held in e~c row for 
several years. In 2007 we placed hedges 10 protcct against the phase-out of synfuel proceeds due to high oil prices and paid premiums of approximately $31 million. We 
received $42 million associated with the oil price hedges in 2007 with the remaining hedge net Settlement of $79 million received in January 2008, Investing activtty in 
2007 also included $27.5 inillion received primarily from the unconsolidated Guatemalan affiliates, less $ I5 million of investments in a tax~deferred status. 

We expect capital spending for the next several years to be higher, primarily at Tampa Electric due lo spending on combustion tuhines to meet peak load needs 
and the initial spending on its next baseload generating capacity addition, which is expected to be required in early 2013 (see the Tampa Electric and Capital 
Expenditures sections). 

Cash from Financing Aetivltie~ 

Our financing activities in 2007 resulted in net use ofcash of $805 million. Major items included the retirement of $357 million ofparent debt at maturity, the 
retirement of $ I  I I million of parent-guaranteed TECO Transport Dock and Wharfbonds at maturity, the early retirement of $297 million ofTECO Energy parent debt 
due in 2010, and Tampa Electric Company's issuance of16250 million a f  long~term notes and repayment of $1 50 million afnotes at maturity (see the Financing 
Activity sectmn) and $23 million reduction of shar tMm borrowings. We paid $163 million in common stock dividends. and we received $81 million for providing the 
feedstock and rcimbunement ofthe operating costs of TECO Coal's synthetic fuel production facilities ~n the form ofminority interest payments from the third-party 
owners. 

In 2008, Tampa Electric Company expects to utilize equity contributions f" TECO Energy, and long- and short-term homowings under 11s credit facilities to 
supporl i t s  capital spending program for nollnal working capital fluctuations, and to implement its plans to address the disruptions in the auction-rate debt markets for 
i t s  custom-rate securities (See the Flninelng section). We have no significant debt mahlrities in 2008. See the Cash and Liquidity Outlook section below for a 
discussion of financing expectations hcyond 2008. 

Cash and Liquidity Outlook 

In general, we targel consolidated liquidity (unrestricted cash on hand plus undrawn credit facilities) of at least $500 million, comprised of $3W million far 
Tampa Electric Company and $200 million for TECO Energy. At Dec. 31,2007 our consolidated liquidity was $818 million, consisling of $462 million at Tampa 
Electric Company, $290 million at TECO Energy parent and $66 million at the ather consolidated operating companies. Of this amount, $51 million was held offshore 
due to the tax deferral structure associated with EEGSA and its afiliated companies. In addition, there was $20 million of unreslricted cash at thc unconsolidated TECO 
Guatemala operating companies. 

We expect O W  sources ofcash in 2008 to include cash from operations 1 levels Similar 10 2007 as described above, ne1 proceeds of $80 million arsocmed with 
OUT 2007 oil price hedges and net borrowings at the regulated Florida utilitie~ of approximately $175 million. As our synthetic fuel production ended in 2007 with the 
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expiration ofthe tax credits, no cash flows associated with this program are expected in 2008. We plan lo usc cash in 200X for capital spending estimated at $631 
million and dividends to shareholdor. Although we have no significant debt matunties in 2008, we plan fa refire early the $100 million ofparall  debt due in 2010. 

We expect TECO Energy parent to have a net use ofcash afapproximately $90 million in  2008 after dividmdr lo shareholders and the $100 million early debt 
retirement. This forecast is based on the assumptions described above and also assumes thaf we make $190 million ofequity contrihbutionS to Tampa Electric. 

TECO Energy does not expect to access lhe capital markets. Tampa Electric Company expects to access the debt capital markets far long-tem debt to wppon its 
capital spending program, and expects to utilize its credit facilities for normal working capital fluctuations, and to implement its plans IO address the disruptions in the 
auction~rate debt markets for 11s au~tion~rate securities (see the Financing section). 

Our expected cash flow could be affected by variables discussed m the individual operating company sections, such as customer gro\rth and usage changes at 
our regulated businesses, coal production levels and coal sales prices. In addition, actual fuel and other regulatory clause net recoveries will typically vary from those 
forecasts; however, these differences are generally recovered within the next calendar year. It is possible however, that unforeseen cash requirements andlor shortfalls, 
or higher capital spending requirements could cause us to fall shoo ofour liquidity target or to require extemal capifal to meet future TECO Energy parent debt 
maturities (see the Risk Factors section). In addition, both PGS and Tampa Elmtic, as a m u 1 1  ofcapital invesments and increased operating cost, have determined 
that they will need to seek base rate relief. The outcome of future base rate proceedings, which we cannot predict, could impact our liquidity and capital resources (see 
the Tampa Electric, Peoples Gas and Repulatory sections). 

The higher capital expenditures expected ai Tampa Electric over the next several years will require additional equity contributions from TECO Energy in order 
Io suppon lhe capital structure and financial integity ofthe utility. Tampa Electric funds its capital needs with a combination of intemally generated cash, extemal 
borrowing and equity contributions h m  TECO Energy parent. The sale ofTECO Transpon allowed us to use proceeds for the early implementation of our parent debt 
retirement plans. This positions us to redeploy cash that was planned for debt retirement in those years to Tampa Electric in the form of parent equity contributions 10 
fund its generation expansion and other capital needs. 

Credit Fnellities 

At Dec. 3 I .  2007 and 2006, the following credit facilities and related borrowings existed: 

D e c e m k ~  J I ,  2007 Decmber J I .  2006 

LlnerrOf Lsrers Of  

Tampa El&le 5-year facility 

I -year accounts receivable facility 150.0 25.0 - 150.0 35.0 
TECO Finance"' 5-year facility 
Total 

~ 9.5 - zw n 9 5  
S 675.0 S 25.0,2 S 9.5 3 $ 4801 $ 9 5  

200.0 - 

- i  - -  
( I  I 
( 2 )  

Prior lo May 2007, TECO Energy was the borrower under this facility 
Borrowings outstanding arc reponed as notes payable. 

These credit facilities require commitment fees ranging f" 9.0 to 17.5 basis points. The weighted average interest rate on outstanding notes payable under the 
credit facilities at Dee. 3 I .  2007 and 2006 were 4.76% and 5.45%. respectively. 

At Dec. 3 I .  2007, TECO Finance had a $200 million bank credit facility in place guaranteed by TECO Energy with a maturiry date of May 201 2. Tampa Electnc 
Company had a bank credit facility totaling $325 million, a150 maturing in May 2012. In addition, Tampa Electric Company had a $ 1  50 million accounts 

69 

300 



TAMPA ELECTRIC COMPANY 
DOCKET NO. 060317-El 
SCHEDULE NO. F-2 
PAGE 72 OF 506 

receivable securitized borrowing facility with a maturity date of December 2008. The TECO Finance and Tampa Electric Company bank credit facilities include  sub^ 
limits for letters ofcredit of6200 million and $50 million, re~pectively. The TECO Finance facility was ""dram at Dee. 3 I, 2W7, except for $9.5 million of 
outstanding letters ofcredit. AI  Dec. 31,2007, $25 million was d r a m  on the T m "  Electric Comoanv credit facilities. These credit facililies have financial covenants 
us identified in covenants in Finandng Agreements ~ection 

At Current ratings, T W O  Finance's and Tampa Electric Company's bank credit facilities require commitment fecs of 12.5 basis points and 9.0 basis points. 
respectively, and drawn amounts are charged interesl at LIBOR plus 112.5 ~ 125.0 basis points and 45.0 ~ 50.0 basis points, respectively. At Uec. 3 I. 2007, the LIBOR 
interest rate was 4.60%. 

In Janualy 2005, Tampa Elecfnc Company and TEC Receivables COT. (TRC), a wholly-owned subsidiary of Tampa Electnc Company, entcred ~ n t o  a $ I  50 
million accounts receivable collateralized borrowing facility. Under this facility, Tampa Eleclric Company sells and/or contributes IO lXC a l l  of its receivables for the 
sale of electticity or gas to its cu~tomen and related rights. The receivables are sold by Tampa Electric Company 10 TRC at a discount, which r a s  initially 2%. The 
discount i s  subject to adjustment for future sales to reflect changes in prevailing interest rates and collection experience. TRC i s  consolidated in the financial statements 
ofTampa Electric Company and TECO Energy. 

Under a Loan and Servicing Agreement, TRC may borrow up 10 $150 million lo fund its acquisition ofthe receivables under the facility, and TRC secures such 
borrowings with a pledge of all o f  its assets, including the receivables. Tampa Electric Company acts as the S ~ N ~ C ~ T  to service the ~ o l l e ~ t i o n  ofthe receivables. TRC 
pays program and liquidity fees based on Tampa Electric Company's credit ratings, which total 35 basis poinu at i t s  current ratings. Interest rates on Ihe borrowings are 
based on prevailing asset-backed commercial paper cafes, unless such ram are not available from conduit lenden, in which case the rates will be at an interest rate 
equal to either the London interbank deposit rate plus a margin of 100 basis points at Tampa Elecmc Company's currml ratings or at Citihank's prime rate (or the 
federal funds rate plus 50 basis points, ifhigher). The facility includes the folloxing financial covenants: ( I )  at each quarter-end, Tampa Electric Company's debt-ta- 
capital ratio, as defined in the agreement, must not exceed 65%; and (2) cenain dilulion and delinquency ratios with respect 10 the receivables. At Dec. 3 I, 2007, the 
interest rate far borrowings under the Tampa Electric Company B C E O U ~ ~ S  receivable facility was 4.76%. 

Subprime Exposure and Asserrment 

In the second half of 2007. investor concem~ regarding losses on subprime m0ngag.e investments in the U. S. triggered a shift to safer and lower-risk 
investments. As a rcsuI1, borrowem, in general, experienced higher costs 10 barrow and lower levels of funds available 10 borrow. Our financial expasure IO subprime 
mongage investments i s  limited to OUT holdings in the non~cantributory defined benefit retirement plan. At Uec. 3 I, 2007 this plan held less U m  0.3% of total assets in 
subprime mortgage investments (appmrimately $1.0 million). However we cannot predict the impact that credit market concerns may have on the values of fixed 
income (typically bonds) or equity securities in general. Our plan assets of$510.5 million at Dec. 31,2007 were invested 36% in fixed income securities and 64% in 
equity securities. 

Covenantn in Financing Agremonts 

In order to utilize their respective bank credit facilities, TECO EneigylFinance and Tampa Electric Company musf meet certain financial tests as defined in the 
applicable agreements (see Credit Fsc es above). In addition, TECO Energy, TECO Finance, Tampa Electtic Company, and other operating companies have 
certain restfictive covenants in specific apements and debt instruments. At Uec. 3 I, 2007, TECO Energy, TECO Finance, Tampa Electric Company, and the other 
operating companies were in compliance with all required financial covenants. The table that follows lists the significant financial covenants and the perfomance 
relative to them at Dec. 3 I, 2007. Reference i s  made to the specific agreemmts and instruments for more details. 
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I"rt,"md Financid C o u r ~ M ' "  R l ~ " i , m ~ ~ " ~ R = ~ , , i ~ t i ~ "  Cdculdon ox Dee. 3,. IWI 
T.mpa Eleebic Company 
PGS senior m t e ~  EBlTimleresl"' Minimum of 2.0 times 3.1 times 

Restricted payments Shareholder equity at least $500 $1,801 
Fundeddebticapital Cannot exceed 65% 51.7% 
Sale afassets Less than 20% of total =sets 0% 

Credit facility", 
ACCOU~IS receivable credit faCility"' 
6.25% senior notes 

Insurance agreements relating to 

TECO EoergymECO Finance 

pollution bands 

Credit facility," 

TECO Energy 7.5% notes 

Debticapital 
Debticapital 
Deblkapital 
Limit m liens"' 
Limit on liens'" 

DcbtEBlTDA:' 
EBITDA/inleiest'~' 
Limit on additional indebtedness 

Dividend restriction"' 
Limit on liens'" 

Cannot exceed 65% 51 0% 
Cannot exceed 65% 51 0% 
Cannot exceed 60% 51 0% 
Cannot exceed $7W 
Cannot exceed $370 (7 5% ofnet assets) 

$0 liens outstanding 
$0 l iem outstanding 

Cannot exceed 5.00 times 
Minimum oi2.60 times 
Cannot exceed $1,036 

2.7 limes 
4.R rimes 
$0 

TECO Energy floating rate notes, TECO 
Ennergy and TECO Finance 6.75% 
" O k S  

Restrictions on Secured debt 

TECO Diversified 
Coal supply agremmt guarantee Dividend restriction Net worth not less than $498 (40% of $724 

tlnglble net assets) 

( I )  
(2) 

(3) 

(4) 

(5) 
(6) 

As defined m each applicable mstmment. 
ERlT generally represents earnings before interest and tares. EBITDA generally represents €BIT before depreciation and amonilation. However, in each 
circumstance, the term i s  subject IO the definition prescribed under the rclevant agreements. 
TECO Finance is the borrower and TECO Energy is the guarantor on this facility. See description of credit facilifios in Note 6 10 the TECO Energy 
Consolidated Financial Statements 
TECO Energy Cannot declare quarterly dividends in excess of the restricted amount unless liquidity projections, demonstrating sufficient cash or cash equivalenls 
to make each ofthe next three quarterly dividend payments, are delivered to the Administrative Agent. 
If the limitation on liens i s  exceeded the company is required to provide ratable security to the holden ofthese notes. 
The indentures for these notes contain rc~trictions which limit secured debt ofTECO Energy if secured by Principal Property or Capital Stock or indebtedness of 
directly held subsidiaries (with exceptions as defined in the indentures) without equally and ratably securing these notes. 
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Credit Ratings of Senior Unsecured Debt a t  DOC. 31,2007 

Tampa Eleclric Company 
TECO EnergyITECO Finance 

Slandudd PmrS ,Wmdy', FXCh 

BBB- Baa2 BBB+ 
B B i  Baa3 BB+ 

In Decembcr 2007. upon completion ofthe sale ofTECO Transport, Moody's Investor Service upgraded the rating an TECO Energy's senior unsecured debt to 
investment grade at Baa3. Standard & Poor's upgraded TECO Energy's corporate credit rating to EBB- in November 2007, the same as Tampa Electtic Company's 
corporate credit rating. Filch placed TECO Energy's ratings an review for possible u p p d e  in October 2007. Moody's and Standard & Pmr's have assignncd stable 
outlooks to OUT ratings. Mwdy's and Filch have assigned positive outlooks to Tampa Electric Company's ratings, while Standard & Paor's reflcctr a stable outlook. 

Standard & Poor's, Moody's and Filch descnbe credit ratings in the EBB or Baa calegoiy as representing adequate capacily for payment of financial obligations 
The lowest investment grade credit ratings far Standard & Poor's is BBB-, for Moody's is Baa3 and for Filch is BBB-: thus all three credit rating agencies assign 
Tampa Electtic Company's senior unsecured debt investment grade ratings. The ratings assigned to Senior unsecured debt of TECO Energy and TECO Finance by 
Moody's are investment grade and by Standard & Poor's and Filch are below investment grade. 

A credit rating agency rating is not a recommendation to buy, sell or hold securifies and may be subject 1" revision or withdrawal at any lime by the assigning 
rating agency. Any future downgrades in credit ratings may affect our ability to barrow and may increase financing C O E ~ P ,  which may decrease eamings (see Risk 
Factors section). 

Summary of Contractual Obligntionr 

The following table lists the obligations afTECO Energy and its subsidiaties for cash payments for debt service, lease payments, pension mnttihutions and 
unconditional commitments related to capital expenditures. This table does not include contingent obligations, which are discussed in a subsequent table. 

Contractual Cash Obligations a t  Dec. 31,2007 

,"" 
Long-term debv  

Recourse 
NO"-,eCO"t3c"' 

operating leaser/rE"tals'" 
Net putchase obligalionsicommitmenul" 
lnfemf payment obligations" 
Pension plan"' 
Total ~ ~ n t m ~ t u a l  obligations'"' 

$3 ,158 .3  $ 5.7 $ 5.5 $ 1 0 6 . 5  6 1,356.8 6 1,683.8 
10.4 I .4 I .4 1.4 3.0 3.2 
41.7 5.5 3.2 2.4 4.4 26.2 

381.2 183.3 64.1 30.4 60.2 43.2 
2,124.4 195.4 203.4 199.1 330.1 I ,I 96.4 

54.3 9.0 15.5 11.7 18.1 - 
$5 ,770 .3  $ 4 0 0 . 3  $ 2 9 3 . 1  $ 3 5 1 . 5  6 1,772.6 $ 2,952.8 
- - ~ -  ---- 

(I) 

( 2 )  
(3)  

Includes debt at TECO Energy, TECO Finance, Tampa Electtic, Peoples Gas and the other operating companies (see Nole 7 tu the TECO Energy Consolidated 
Financial Stnlrments for a list of long-tmn debt and the respective due dates). 
Rctlects an intercompany loan at TECO Guatemala between its consolidated Cayman Island entity and an unconsolidated Guatemalan aftiliate. 
Reflects those contractual obligations and commitments considered matetial to lhe respective operating companies, rndiwdually. At the end of 2007, these 
commitmenls included Tampa Electric's outstanding 
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~~~~~ ~ ~ 

commifment~ ofabout $41 .8 million for materials and contra~ls related to the NO, control equipment, $85.7 million for peaking combustion turbines and $1 96.4 
million for long-term capitalired maintenance agreements for i ts combustion turbines. 

includes variable rate notes at interest rates as of Dec. 31,2007. 
The total includes the estimated minimum required contributions thm& 2012 to the qualified pension pian as offhe measurement date, without reduction for 
application of credit balancer. Future conlributions are included but they are subject to annual valuation reviews, which may vary significantly due to changes in 
interest rates, dismunt rate assumptions, plan asset performance, which is affected by stock market performance, and other factors (=e Liquidity, Cnpitnl 
Resoureedash  from Operations section and Note 5 to the TECO Energy Consolidated Financis1 Statement$ 1. 

The table above excludes payment obligations under ~ ~ n l m c t u a l  agreements of Tampa Electric and PGS for fuel, fuel nansponation and power purchases which 
are recovered from customen under regulatory clauses approved by the FPSC annually (see the Regulation section). One of these agreements. in accordance 
with EITF 01-08 "Determining Whether an Arrangement Contains a Lease," has been determined to contain a lease (see Note I2 to the TECO Energy 
Consolidated Financial Statements I. 

(4) 
(5) 

(6)  

Summary of Contingent Obligations 

The following table summarize the letters of credit and guarantees outstanding thaf are not included in the Summary of Contractual Obligations table above and 
not otherwise included in our Consolidated Financial Statements. These amounts represent guarantees by TECO Energy on behalf of consolidated subsidiaries. TECO 
Energy has no guarantees outstanding on behalf of unconsolidated or unrelated panics. 

Contingent Obligations at Dee. 31,2007 

, d i O " l ,  

Letters of credit''' 
Guarantees Fuel purchasedenergy management 

Total contingent obligations 
Other - - 1 4  

$ 940  $ 6 1 7  $ - $ -  16 - $ 3 2 3  
6 9  5 5  - -- ----- 

( I )  
(2) Expected maximum exposure. 
(3) 

Expected final expiration date with annual renewals. 

These guarantee amounts renew annually and are shown on the basis ofour intent to renew beyond the current expiration date. 
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Capital Expenditures 

,#"i,tiO",, 

Tampa Elecuic 
Transmission 
Distribution 
Existing generation 

Committed new genetation 
Proposed new generation 
New generation 

Other 
NO. confml projects 
Other environmental 

Net cash impact of accmalb and retentions 
Tampa Elecmc 
Peoples Gas 
TECO Coal 
TECO Transport 
TECO Guatemala" 
Other 
TOlab" 

"r!"d~o087 

$ 19 
I 1 2  
130 

I2  

I 2  
30 
79 
21  

PW 
(40) 
369 

48 
44 
25 

2 

s 488 

- 

- 

1ooa 

16 55 
I34 
84 

I 1  
119 
47 
72 
23 

534 
9 

543 
59 
26 

I 
2 

$ 631 

I 08 

- 

7 

$ 70 $ I87 
127 399 
127 239 
118 7 

n 25 
661 1,707 
- - 
661 1,707 
61 180 
34 111 

4 5 
I 

- - 

- 

$7 760 S 2,004 

%Id 

16 312 
660 
450 
233 
876 

1,109 
178 
I37  
56 

2,902 

2,911 
300 
171 

10 
1 

$ 3,395 

( I )  Represents only the capital expenditures of the consolidated operations of TECO Guatemala. Under FM 46R the major operations of TECO Guatemala are 
unconsolidated, and the related capital expenditures are not included in this table. 

TECO Energy's 2007 cash capital expenditures of $488 million included $369 million, excluding Allowance for Funds Used During Construction (AFUDCF 
Equity and amounts for accruals and retentions, for Tampa Electtic and $48 million for F'GS. Tampa Electric's capital erpendirures in 2007 were primarily for 
equipment and facilities to meet it* growing customer base, generating equipment maintenance, capilal expenditures required for the camplctian of additional 
generating capacity in the form of two peaking units, environmental compliance, and NO, control projects (scc thc Env1ranment.l Compliance section). Capital 
expenditures far PGS were approximately $30 million for system expansion and approximately $I 8 million for maintenance of the existing system. TECO Coal's 
capital expenditures included $21 million ptimatily for normal mining equipment replacement, and $23 million for new mine development. TECO Transpon invested 
$25 million in  2007, including LEI I million for normal 4 d  replacements and shipyard periods for oceangoing vessels, $6 million for tiver towboat improvements and 
refurbishments, and $3 million to purchase previously leased YCSSOIS. 

TECO Energy estimates capital spending for ongoing operations to be $63 I million for 2008 and approximately $2.8 billion during the 2009-20 I 2  period. 

For 2008, Tampa Electric expects to spend $543 million, consisting ofabout $320 million to support system growth and generation reliability. hcluded in this 
amount is $22 million for lransmission and distribution syslem storm hardening, $37 million for new high~valtage fran~mis~ion system improvements and to meet 
reliability requirements, and $84 million for generating system reliability, including approximately $30 million in major improvements 10 coal-fired units at Big Bend 
Statim to take advantage ofthe extended outages to install NO. 
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control equipment. In addition, Tampa Electric expects to spend $1 19 million for the generating capacity expansion primarily for the addition of five combustion 
tumines, $12 million for the addition of SCR equipment at the Big Bend Station for NO. control, and $23 million for ather environmentai compliance programs in 
2008. The five combustion turbines, one at the Big Bend Station and four at the Bayside Power Station, will meet peaking generation capacity needs and provide "black 
stan" capability to meet NERC reliability requirements 

Tampa Electric's total capital expenditures over the 2009 ~ 20 I2 period are projected to be about$2.4 billion, including its next baseload generating capacity 
and new natural gas-fired combustion  turbine^ to meet peak load generating capacity requirements in thc 2009 - 2012 penod (see the Tampa Electric- 

Generating Cspaeity Additions below). Tampa Electric expects to spend approximately $320 million annually to suppon normal System growth and reliability. This 
level of ongoing capital expenditures reflects the generally higher costs for materials and c~ntmrurs,  new long-term regulatory requirements for storm hardeninp. and 
an active program of transmission and distribution system upgrades which wil l  occur over the forwart period. These new programs and requirements include: 
approximately $30 million annually for repair and refurbishments ofcombustion turbines under long~term agreements with equipment manufacturers; average annual 
expenditures of $19 million for transmission and distribution system storm hardening; more than $40 million annually for transmission and dishibution system 
reliability and capacity improvements; and an average of $33 million annually for state~wide high-voltage transmision system improvements in Florida and to meet 
NERC reliability requirements. In addition to the $320 million of ongoing average annual capital expenditures, Tampa Electric expects to spend $65 million for 
compliance with the Environmental Consent Decree for the remaining SCR equipment and $33 million for other required environmental capital expenditures in the 
2009 ~ 2012 period. The Environmental Consent Decree compliance expendirures are eligible for recovery ofdepreciation and a retum on investment through the 
Envimnmental Cost Recovery Clause (see the Environmental Compliance section). 

Capital expenditures for PGS are expected lo be about $59 million in 2008 and $241 million during the 2009 ~ 2012 period. Included in these amounts i s  an 
average af appmximately $40 million annually for projects associated with cu~tomer gmwth and system expansion. Tlhe remainder represents capital expenditures for 
ongoing renewal, replacement and system safety. 

TECO Coal expects to invest $26 million in 2008 and $145 million during the 2009 ~ 201 2 period. Included in these amounts i s  normal renewal and replacement 
capital, including coal mining equipment. 

Tampa E leeb icCenr rs t i ng  Capacity Additions 

Tampa Electric has committed to constructing five peaking capacity combustion turbines in 2008 and 2009 at the Bayside and Big Bend power  station^ with an 
expected total cost ofS236 million, excluding AFUDC. These units wil l  meet the expected peak demand requirements in 2009 and 2010. and several will be configured 
to meet the NERC black stan requirements for system reliability. 

Tampa Electric expects to need additional combustion turbines 10 meet peak load demand in 201 I and 2012. The total cost for these units i s  estimated to be $320 
million. Tampa Electric continues to evaluate opponunities to purchase peaking capacity, and the decision lo build or purchase peaking capacity wi l l  be determined 
based on cost-effectiveness. 

Tampa Electric currently plans to meet its expected 2013 baseload capacity need with B combined-cycle natural gas-tired plant, which together with associated 
transmission system improvements i s  expected to cost approximately $555 million. W i l e  Tampa Electric expects to issue an RFP for this required baseload capacity in 
2008, as required in Florida to determine the most cost-effective means of meeting the demand, the amounts to selfbuild a natural gas-fired combined-cycle plant are 
included in thc 2008 - 2012 capital expenditure forecast (sec the Tampa Electric and Regulation rcctions). 

The forecast capital expenditures shown above are based on OUT current estimates and assumptions for normal maintenance capital at the operating companies; 
capital expenditures to suppon normal system growth 
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and new generating capacity at Tampa Electric and PGS; the new programs for transmission and distnhution system storm hardening and new transmission system 
reliability requirements; and incremental inve~tmenf~ above normal maintenance capital lo expand the PGS system and capacity at TECO Coal. Actual capital 
expenditures could vary materially from these estimates due to changes in costs for materials or labor or changes in plans (see the Risk Factors section). 

Financing Activity 

Our 2007 consolidated year-end capital ~fru~ture  was 61 .3Y0 senior debt and 3X.7”k common equity. The debt-to-total-capital ratio improved sigtificantly from 
68.6% at Dec. 31,2006, primarily due to the repayment of16468 million ofparent and parent guaranteed debt at mahuity and the accelerated retirement of $297 million 
ofparent debt in 2007, as well as the increase in retained eamings due to the gain an the sale of TECO Transpon. 

In 2007, we completed debt tender and exchanges in which we retired early $297.2 million afTECO Energy notes due in 2010 and exchanged the following 
TECO Energy notes on par-for-par basis with TECO Finance notes with the same maturities: $1 71.8 million due 201 I ,  16236.2 million due 2012 and $191.2 million due 
2015. At the same timc, we exchanged the following TECO Energy notes with TECO Finance notes due in 201 7, thereby extending the maturities: $236.4 million due 
in 201 I and $63.6 million due in 2012. 

In 2007, we issued no new debt at the TECO Energy parent level, but guaranteed lhe new TECO Fmance notes. We raised $I .2 million of oquity thmuph our 
dividend reinvestment plan. In 2007, Tampa Electric refinanced $I 25.8 million of tax-exempt Hillsborough County Industrial Development Authority bonds and $75.0 
million of tax-exempt Polk County Industrial Development Authority bonds in auction-rate modes. Tampa Electric Company also issued $250 million of 6.15’% 30-ye;lr 
notes and used the proceeds to repay $150 million of5.375% notes at maturity, to retire shon-term borrowings under its credit facilities. for working capital needs and 
to support its capital spending program. 

In 2006, Tampa Electric refinanced $86 million oftan-exempt bonds in an auction-rate mode, and issued $250 million of 6.55% 30~year nota to support its 
capital spending program, repay short-term borrowings, and for general working capital needs. 

In April 2006, TECO Barge Line (a subsidiary of TECO Transport) entered into a I5~year charter agreement for the lease of50  newly constructed river barges to 
replace barges that had either already been retired or were scheduled for retirement. In February 2007, the charter agreement was amended to include an additional 50 
newly constructed ~eplacement river barges. These obligations remained with TECO Barge Line when we sold TECO Transpart. 
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The following mble provides details of financings beginning in 2005, 

,Ne, 
m t r  S*C& CO" nrocesdu 

Doc. 2007 NOIS due 2017 TECO Finance", $ 300 

Dec. 2007 Notes due 2015 TECO Finance'" $ 

Dec. 2007 Notes due 2012 TECO Finance"' $ 

Dec. 2007 Notes due 201 I TECO Finance''' 16 

July 2007 

May 2007 

M a y  2W7 

Tax-exempt Tampa Electnc $ 

wyearnotes T m p a  Elecmc $ 

Tax-exempt bonds due Tampa Elecmc 

bonds due 2018,2020 
and2025 

Company 
s 

2030 

May 2006 30-year notes rampa El"L 6 

Jan 2006 Tax-exempt bonds due Tampa ElecVlc $ 
2034 

I"". 2005 
May 2W5 
Jan~ 2005 

5-year notes TECO Energy 16 
Io-yearnoles TECO Energy $ 
Common equity TECO Energy $ 

191 

236 

I72 

126 

250 

75 

250 

86 

I00 
200 
180' 

CYYpD" "re 
6.572% 

6.75% 

7.00% 

7.20% 

Debt fordebt exchange ofexisting TECO Energy 
nofa extending maturity 
Debt for debt exchange of existing TECO Energy 
""fa 
Debt for debt exchange ofexisting TECO Enagy 
"Ole3 

Debt for debt exchange of existing TECO Energy 
I l O k S  

Auction rate Refinance existing bonds 
mode 

6.1 5"A Repay maturing nates. wpay short-term debt and 
general corporate purposes 

Auction rate Rcfinance existing bonds 
mode 

6.55% Repay shon-term debt and general corporate 
p"rp0SeE 

Auction rate Refinance existing bonds 
mode 

Floating rate Initiate debt redemption irefinance pmgiam 
6.75% Initiate debt redemption I refinance program 

~ Final settlement of equity security units 

(I 1 
(2) 

Auction Rate Seeurlties Remarketing 

These notes are guaranteed by TECO Energy. 
6.8 million shares issued in the final ~ettlement ofthe 9.5% convenible equity units. 

In 2006 and 2007, Tampa Electric issued five seies ofrevenue refunding bonds through the Hillsborough County and Polk County Industrial Development 
Authorities (HCIDA and PCIDA, respectively). These refunding bands, $286.8 million in aggregate, currently bear interest at an auction rate, which means that the 
interest rate is periodically reset in an auction process. These bonds are insured by two nationally recognized bond insurance companies. In late 2007 and early 2008, 
these insurance companies experienced credit rating downgrades due lo their exposure to subprime mortgage investments. Due to the credit ratings downpdcs  of the 
bond insurance companies, the ratings on Tampa Electic's awlion m e  bonds were also lowered. Throughout the $360 billion auction rate securities market in February 
2008 failed auctions have occurred with increasing frequency, reflecting diminished investor demand for both insured and uninsured auction rate securities. A failed 
auction occurs when there are an insufficient number ofbidders to place all of the securities in the auction i w e .  In a failed auction, the interest rale on the securities is 
set at a predetmnined interest rate as defined in the indenture for the particular issue, referred to as the "default rate", for the next interest period. 

On Feh. 19 and Feb 26,2008, two of the five tax-exempt auction-rate bond series described above. totaling $105.8 million, experienced failed auctions and, in 
accordance with the lmns ofthe bond mdentures, the interest 
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rate on these series reset to 14% for the succeeding seven-day periods. Auctions on Feb. 19 for Tampa Electric's three other $ems dun-exempt  auction-rate bonds, 
totaling $181 .O million, settled at interest rates of 10% to 12%. The interest rates rei in the Feh. 19 auction of I I% and 12% on the PClDA Series 2007 and HCIDA 
Series 2007C. respectively, are in effect for a 35-day interest period until Mar. 26. On Feb. 26. the auction for the HClDA Series 2006 Settled at an merest rate of 
7.55% for the succeedtng seven~day interest period. 

On Feb. 25,2008, Tampa Electric Company notified the trustee for the tax-exempt bonds issued for the benefit ofthe company by the HClDA and PClDA that 
the company has elected to purchase in lieu of redemption the $75 million PClDA Solid Waste Disposal Revenue Refunding Bands (Tampa Electric Company Project) 
Series 2007, and the $125.8 million HCIDA Pollution Control Revenue Refunding Bonds (Tampa Electric Project) Serics 2007 A, B and C, on Mar. 26, ZMX, which is 
an interest payment date. With respect to the company's remaining tax-exempt auction rate bonds, the $86 million HCIDA Pollution Control Revenue Refunding Bonds 
(Tampa Electric Project) Series 2W6, the company plans to convert such bands to a fixed-rate mode. For each of the five series, the Loan and Tmst Agreements 
governing the bonds allow for their conversion from an auction rate mode to other interest modes, including fixing the term and interest rate for any period from 9 
months to the maturity dates of the bonds which range f" 201 8 to 2034. Tampa Electric does not expect the market for auction rate securities to improve in the near 
tcm and anticipates that it will remarket its notes with a fixed interest rate for a term oftwo yean or more. The company expe~ts to t h e  actions to effect such 
remarketing of certain series potentially without bond insurance, which could require the write-off ofcapitalirrd bond insurance premiums and result in an after-tax 
charge of approximately $1.6 million. While Tampa Electnc does not intend to extinguish or cancel the bonds upon its purchase in lieu of redemption on Mar. 26,200X. 
it recognizes that market conditions could cause it to ultimately do SO. m which case it would wire off any unamortized issuance costs associated with the specific 
series. Tampa Electric expects to finance the purchase on an interim basis by drawing on its revolving credit facilities. At Dec. 3 I, 2007, Tampa Electric had liquidlty of 
approximately $462 million, consisting of approximately $450 million in the aggregate available undrawn on its two credit facilities and approximately $12 million in 
cash and cash equivalents. 

OITBslancIng Sheet Financing 

Unconsolidated affiliates have project debt balances as follows at Dec. 31,2007. The two power plant financings are non-recourse project loans, and the debt 
associated with DECA I1 is general corporate debt a1 DECA 11; all ofthis debt is held at the project entity level. Although we are not directly obligated on the debt, our 
equity interest in those unconsolidated affiliates and i t s  commitments with respect to those projects are a1 risk if interest and principal payments on these loans are not 
made timely. Our equity investment in TECO Guatemala was $413.5 million at Dec. 31,2007. 

Off-Balance Sheet Debt a t  Dee. 31,2007 

,m",e"s, Lo"&.de,,,, Deb, 

san lose Power Statlo" IE 72 0 
Alborada Power Station s 8 7  
DECA I1 s 2170  

96% 
30% 

The equity method ofaccounting is used to account for invstments in partnership and co~porate entities m which we, or OUT subsidiary companies, do not have 
either a majority ownership or exercise control. 

We deconsolidated the project entities for the San Jose and Albomda power stations listed above in the firsf quarter of 2004 as a result olimplementing FIN 46R. 
There projects were partially financed with "on-recourse debt, which following the deconsolidation is considered to be off-balance sheet financing. 
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CRITICAL ACCOUNTING POLICIES AND ESTIMATES 

The preparation of consolidated financial statements requires management to make various eStimateS and assumptions that affect revenues, expenses, assets, 
liabilities, and the disclosure ofcontingencics. The policies and estimates identified below are, in the View of management, the more significant accounting policies and 
estimates used in the prppararion of our consolidated financial statements. These estimates and assumptions are based on historical experience and on various other 
factors that are believed to he reasonable under the circumstances, the results ofwhich farm the basis for making judgments about the carrying values "fase ts  and 
liahilitirs that are not readily apparent from other sources. Actual results may differ from these estimates and judgments under different assumptions OT conditions. See 
Note 1 to the TECO Energy Consolidated Financial Statements for a description d o u r  significant accounting policies and thc estimates and assumptions used in 
the preparation of the consolidated financial statements 

Synthetic Fuel and  Section 29 T a r  Credits 

During 2007, the company eamed income indirectly through the production of synthetic fuel at TECO Coal. TECO Coal sold its ownership interess in the 
synthetic fuel facilities to t h id~pany  investors based on the amount of future production, and the resulting gains are adjusted by the estimated value of lhe tax benefits 
provided under Section 45 (formerly Section 29) ofthe tax c d e .  The tax credit hegins to phase out when the average annul  oil price exceeds a reference price, which 
vas estimated to $61.79/Bhl on a NYMEX basis in 2007. The final determination ofthe actul  2007 reference pnce and any resulting phase-out ofthe tar credit 
benefits will not be made by the lntemal Revenue Service until March Of 2008: as a result, management is required lo estimate the potential phase-out and adjust the 
payments expected for the sale ofthe ownership interests accordingly. At thc end ofZ007, the annual average oil price was calculated to he S72.37iBhl on a NYMEX 
hasir. Based on this average, a 91.8% actual Producer First Purchase Price to NYMEX adjuStment factor and a 3.0% inflation rate, lhe phase-out was estimated to be 
67%, resulting m a reduction in revenues h-om the third-pany investors of $140.2 million on $208.6 million in sales. The company has also determined that a 0.10% 
increase in inflation would result in a reduction of 0.45% in the amount ofthe phase-out, which would result in a $0.9 million pretax in~reasc in revenue from the t h i d  
pany investors; a 0.10% decrease in inflation would reduce revenues by thc same amount. Thc actual final inflation rates will he known in late March or early April. 
Any adjustments to 2007 camings as a result ofchanges in the inflation rate will be reflected in 2008 resuls. The payments received for the ~ a l c  ofthe synthetic fuel 
ownership interests are reflected as other income and minority interest classifications in the income statement. 

Deferred Income Taxes 

We use the liability method in the measurement of deferred income taxes. Under lhc liability method, we estimate OUT current tax exposure and assess the 
temporary differences resulting from differing treatment of items, such as depreciation for financial statement and tax purposes. These differences are reponed as 
deferred taxes measured at current rates in the consolidated financial statements. Management reviews all reasonably available current and histcnical information. 
including forward-looking information, to determine if 11 is more likely than not that some or all of the deferred tax asset will not he realized. l fwe  determine that it i s  
likely that some or all o f a  deferred tax asset will not he realized, then a valuation allowance is recordcd to report the balance at the amount expected to be realized. 

At DE. 3 I ,  2007, we had net deferred income tax assets ofS424.9 million, attributable primarily 10 property-related i t a "  altemative minimum tax credit, and 
operating loss any-forwards. Based primady on historical income levels and the steady growth expectations for future eaminga of the company's core utility 
operations, management has determined that the net deferred tax assel5 recorded at Dec. 3 I ,  2007 will be realized in future periods. 
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We believe that the accounting estimate related 10 deferred income taxes, and any related valuation allowance, is a critical estimate for the following reasons: 
( I )  realizati~n ofthe deferred tax asset is dependent upon the generation of sufticient taxable income in future periods; (2) a change in t1,e estimated valuation reserves 
could have a material impact on reponed assets and results of operation^; and (3) administrative ac1im.s of the IRS or the U S .  Treasury or changes in law or regulation 
could change our deferred tax ieveir, including the potential for elimination or reduction of our ability to utilize the deferred tax assets (see Note 4 to the TECO 
E n e ~ y  Consolidated Flnnneid Statements ). 

In June 2006, the Financial Accounting Standards Board (FASB) issued FASB lntelpretalion (FM) No. 48, A<cot!nf!&br Unceminl,v i n  Inconre Tow-n 
inierpmiution ofFASB Slutentent No. 109 (FM 48). F M  48 prescribes a recognilion threshold and measurement attribute for financial Statemnit recognition and 
measurement o f a  tax position taken or expected to be taken in a t8x retum, and also provides guidance on demopi t ion ,  classification, interest and penalties, 
accaunting in interim penods, disdosure, and transition. See further discussion of FM 48 in Note 4 to the TECO Enngv Consolidated Financial Statements and 
the “Recently Issued Accounting Standards” Section below. 

Employee Postretirement Benefits 

We sponsor a defined benefit pension plan (pension plan) that covers substantially all ofour employees. In addition, we have unfunded non-qualified, non- 
contributory supplemental executive retirement benefit plans available to certain senior management. Several statisticsl and other factors. which attempt to anticipate 
funre events, are used in calculsfing the expense and liability related to there plans. Key facton include assumptiom about the expected rates of return on plan assets, 
salary increases and discowt rates. These factors are determined by us within certain guidelines and with the help afertemal ~ o n ~ ~ l t a n l ~ .  We consider market 
conditions, including changes in investment refilms and interest rates, in making these assumptions. 

Pension plan assets (plan assets) are invested in a mix ofequity and fixed income securities. The assumptions for the expected retum on plan assets are 
developed based on an analysis ofhistorical market retums, the pension plan’s actual past experience, and cum111 market conditions. The expected retum on assets 
a~~umpt ion  was based on expectations oflong-term inflation, real growth in the economy, Gxed income spreads and equity premiums consistent with our ponfolio, with 
provision for active management and expenses paid from the tmst. The discount rate assumption is based on a cash flow matching technique developed by our outside 
actuaries and current economic conditions. This technique matcher the yields from high-quality (AA-graded, nonsallable) corporate bonds 10 the company’s projected 
cash flows for the pension plan to develop a present value that is convened to a discount rate assumption, which is subject to change each year. The salary increase 
assumption was bared on the same underlying expectation of long-term inflation together with assumptions regarding real growth in wages and company-specific merit 
and promotion increases. Holding all other assumptions constant, B I% increase or decrease in the assumed rate ofretvm on plan assets would decrease or increase, 
respectively, 2007 net periodic expense by approximately $4.9 million. Likewise, a 0.71% increase or a 0.56% decrease in the discount rate assumption would result in 
an approximately $2.1 million aRer-tax change in the 2007 net periodic pension expense. This $2, I million afler-hn change represents a Iscnt change in eamings-per- 
share. 

Unrecopired actuarial gains and IOSS~S are being recognized over approximately a l5~year period, which represents the expected remaining service life ofthe 
employee soup.  Unrecognized acruarial gains and I O S E ~ S  arise from several factors including experience and assumption changes in the obligations and from the 
difference between expected return and actual mums on plan assets. These unrecognized gains and losses will be systematically recognized in future net periodic 
pension expense in accordance with FAS 87, Enzployrri Accounrins for Pensiont . Our policy is 10 fund the plan based on the rcquired contribution determined by OUT 

actuaries within the guidelines set by the Employee Retirement Income Security Act of 1974 (ERISA), as amended. 
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In addition, we currently provide celfain postretirement health care and life insurance benefits for ~ub~tantially all employees retiring a h a  age 50 who meet 
certain ~erv ice  requirements. The key assumptiom used in determining the amount of obligation and expense recorded for postretirement benefits other than pension 
(OPEB), under Statement of Financial Accounting Standards (SFAS) No. 106. €nip/oyrrs'Accoounling/or Posrrrtirenienr BmeJirs Other Than Pensions , include the 
assumed discount rate and the assumed rate of increases in future health care costs. The discount rate used to determine the obligation for these benefits has matched the 
discount rate used in determining our pension obligation in each year presented. In estimating the health care cost trend rate, we consider our actual health care cost 
expericnue, future benefit stmctures, industly trends, and advice from our outside actuaries. We assume that the relative increase in health care cost will trend 
downward over the next several yean. reflecting assumed increases in efficiency in the health care system and industly~wide cost containment mitiatiues. In December 
2003, the Medicare Prescription Drug, Improvement and Mdemization Act of2003 (the Act) was enacted. The Act esfablished a prescription drug benefit under 
Medicare, k n o w  a6 Medicare Pan D, and a federal subsidy to sponsors ofretiree health care benefit plans that provide a prercnption benefit, which i s  at least 
actuarially equivalent to Medicare Part D. In May 2004, the FASB issued FASB Staff Position No. FSP 106-2 which required I )  that lhe effects ofthe federal subsidy 
be considered an actuarial gain and recognized in the Same manner ar other aefuanal gains and losses and 2) certain disclosures for employers that sponsor 
postretirement health care plans that provide prescription drug benefits. 

We adopted FSP 106~2 retroactive 10 the second quarter of 2004 for benefits provided that we believe to be actuarially equivalent to Medicare Pan D. The 
expected subsidy rcduced the accumulatod postretirement benefit obligations (ABPO) at Dec. 31,2007 by $3 I .9 million and net periodic EOSI for 2007 by 53.1 million. 
In 2007, we filed far and received a Pan D subsidy of $0.9 million. 

l l l h e  assumed health care cost trend me for medical eostr was 9.5% in 2007 and decreases 10 5.25% in 2016 and thereaRer. A 1% increase in the health care 
trend rates would produce a 5.7% or $I .O million, increase in the aggregate service and interest cost for 2007 and a 3.5% or $6.8 million increase in the accumulated 
postmirement benefit obligation as of Sep. 30,2007, the measurement date. 

A I% decrease in the health care trend rates would produce a 4% or $0.7 million decrease in the aggregate service and interest cost for 2007 and a 2.9% or $5.6 
million decrease m the accumulated postretirement benefit obligation as of Sep. 30,2007, the measurement date. 

The actuarial assumptions we used in determining our pension and OPEB retirement hencfits may differ materially from actual i e~ul t s  due to changing market 
and economic conditions, higher or lower withdrawal rates, or longer or shorter life spans ofparticipants While we believe that the a ~ s ~ m p t i o n ~  used are appropriate, 
differences in actual expenenee or changes in assumptions may materially affect OUT financial position or results of operations. 

See further discussion of Employee Pomelirement Benefits in Note 5 to the TECO Energy Consolidated Finaneial Stnlements. 

Long-Lived Assets 

In accordance with SFAS 144, AccounringJbr the lnrpoinnmf 01 Dirporal ofLon8- Lived A s s m ,  we assess whether there has been an other than temp~rary  
impairment ofour long-lived assets and certain inmgibles held and uscd by us when such indicatom exist. We annually review all long-livcd assets in  the last quaner 
ofeach year to ensure that m y  gradual change over the year and the seaxmality of thc markets are considered when determining which assets require an impairment 
analysis. We believe the accounting eStimateS related to asset impairments are critical esfimateS for the following reasons: ( I )  the  estimate^ are highly susceptible to 
change, as management is required to make assumptions based on expectations of the results of operations for significmVindefinitc future periods andor the then 
current market conditions in such penads; (2) markets can experience significant uncertainties: (3) the estimates are based on the ongoing expectations of management 
regarding 
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probable future uses and holding periods ofassets; and (4) the impact ofan impairment on reponed assets and eaniings could be material. Our assumptions rclafing 10 
future results of operations or other recoverable amounts are based on a combination of historical experience, fundamental ecommic analysis, observable market 
activity and illdependent mahot studies. Our expectations regarding uses and holding peiods of assets arc based on intemal long-term budgets and projections, which 
give consideration to extemal factors and market forces, as of the end of each reponing period. The assumptions made are Consirtent with generally accepted industry 
approaches and assumptions used for valuation and pricing activities. 

At the end ofthe 2007 fiscal year. iinpaimeni tests were conducted on OUT long-lived asses. At the ~onc lu~ml l  ofthe analyses, it was determined that all asset 
carrying values were recoverable based on the reasonable estimates used and that no impaimen1 adjustment, were necessary. 

Dmng  2005, we reduced OUT fair market value assumption for the McAdams power pro;ect, based on a strategic review of the options to dispose ofthat 
investment, w,hich resulted in a funher impairment charge related to additional asset retirement obligations (see Note 15 to the TECO Energy Consolidated Financial 
Statements ). All the remaining assets associated with the McAdams power project were sold in 2006 (see Note 16 to the TECO Energy Consolidated Financial 
Statements ). 

Regularoly Accounting 

Tampa Electric's and PGS' retail businesses and the prices charged to cusmmer~ are regulated by the FPSC. Tampa Electric's wholesale business is regulated by 
the Federal Etlergy Regulatory Commission (FERC). As a resuI1, the regulat.4 utilities qualify for the application of FFAS 71, Arcuuniin~for rhe Efleecis ofCenoin 
Types qlRegulotiorr. This staIemen1 recognizes that the actions of a regulator can provide reasonable assurance of thC existence afan asset or liability. Regulatory 
assets and liatiililier arise as a result of a difference between generally accepted accounting principles and the accounting principles imposed by the regulatory 
authorities. Rcgulatory assets generally represent incurred costs that have been deferred, as their future recovery in customer rates i s  probable. Regulatory liabilities 
generally represent obligations to mate refunds to cusmmer~ from previous ~ o l l e ~ t i m s  for costs that are not likely to be incurred. 

As a r~sul t  of regulatory treatment and corresponding accounting treatment, we expect that the impact on utility msls and required investment associated with 
future changes in envimnmental regulations would create regulatory assets. Current regulation in Florida  allow^ utility companies to recover from customers prudently 
incurred casts (including, for required capital investments, depreciation and a m u m  on invested capital) for compliance with new environmental regulations through an 
Envimnmental Cost Recovery Clause (see the Environmental and Regulation sections). 

We periodically assess the probability of recovery of the regulatory asscts by considering factors such as regulatory environment changes, recent rate orden to 
other regulated entities in the same juisdiction, the current political climate in the state, and the status ofany pending or potential deregulation legislation. The 
assumptions and judgments used by regulatory authorities continue to have an impact on the recovery of COBS, the rate eamed on invested capital and thc timing and 
amount ofassets to be recovered by rates. A change in these assumptim~ may mu11 in a material impact on repofled assets and the results of operations (see the 
Regulation Section and Notes I and 3 to the TECO Energy Conrolldated Financial Statements). 

RECENTLY ISSUED ACCOUNTING STANDARDS 

Noncontrolling Interests in Consolidated Flnaneisl Statements 

In Decembcr 2007, the FASB issued SFAS No. 160, Noncontrolling Inierrsls in Comolldoi~~FinanriaiSlalcmenls (FAS 160). FAS 160 was issued to improve 
the relevance, comparability and transparency of the financial information provided by requiring: o w e n h i p  interests be presented in the consolidated smtement of 
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financial position separate hom parent equity; the amount ofnet income aftnbutable to the parent and the noncontrolling interest be identified and presented on the face 
of the consolidated statement of income; changes in the parent's ounership interest be accounted for consistently; when deconsolidating, that any retained equity 
interest be measured a1 fair value; and that ~ufticisnt disclosures identify and distinguish between the interests of the parent and nancontrolling owners. The guidance in 
PAS 160 is effective for fiscal years beginning on or after Dec. IS, 2008. The company is currently assessing the impact of FAS 160, but does not believe i t  will be 
material to its results of operations, statement ofposition or cash flows. 

Business Combinations (Revised) 

In December 2007, the FASB issued SFAS No. 141R, Busirirss Coarhinoarionu (FAS 141 R). FAS 141 R was issued 10 impmve the relevance. representational 
faithfulness, and comparability of information disclosed in financial statements about business combinations. The Statement establishes principles and requirements for 
how the acquire?: I )  recognizes and measures the assets acquired, liabilities assumed and any noncontmlling interest in the acquire; 2) recognizes and measures the 
goodwill acquired and 3) determines what information to disclose for users of financial statements to evaluate the effects ofthe business combination. The guidance in 
FAS 141R is effective prospectively for any businsr combinations for which the acquisition date is on or after the beginning of the first annual reponing period 
beginning on or afler Dec. IS, 2008. The company will assess the impact of FAS 141R in the event it enters into a business combination whose expected acquisition 
date is subsequent to the required adoption date. 

Offsetting Amounts Related to Certain Contracts 

In April 2007, the FASB issued FASB Staff Position (FSP) F M  39-1. This FSP amends FASB lnterpretalion No. 39, O/fsming oJA8noum Rellaledro Ceriain 
Conrram by allowing an entity 10 offset fair value amounts recognized for the nght to reclaim cash collateral (a receivable) or the obligation Io return cash c~llateral (a 
payable) against fair value amounts recognized for derivative instruments executed with the same counterpany under a master netting arrangement. The guidance in this 
FSP is effective for fiscal years beginning after No". i s ,  2007. The Company adopted this FSP effective Ian. I ,  2008 without any effect on its results ofoperatiom, 
~fatement of position or cash flaws. 

Fair  Value Option For Financial Assets and Financial Liabilities 

In Februaly 2007, the FASB issued SFAS No. 159, The Fair Value OprionJor Nnarrcial Asseis andFimnciol Liuhilid~s~l,sludir?Eg an onmdmerrt cfFASB 
Smrmerii No. I15 (FAS 159). FAS I59 permits entities 10 choose to measure many financial instruments and CeMin other items at fair value tliat are not cumntiy 
required to be measured at fair value. The objective of FAS 159 is to provide OpponunitieS to mitigate volatility in reponed earnings caused by measunng related assets 
and liabilities differently without having to apply hedge accounting provisions. FAS 159 is effective far fiscal yean beginning afler No". 15.2007, The company 
adopted FAS 159 effective Ian. I ,  2008, but did not elect to measure any financial instmments at fair value. Accordingly. its adoption did not have any effect on its 
result~ of operations, statement of position or cash flows. 

Fair Value Measurements 

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurmierils (FAS 157). FAS 157 defines fair value, establishes a framework for measunng 
fair value unda  generally accepted accounting principles, and expands disclosures about fair value measurements. FAS 157 emphasizes that fair value is a market- 
based measurement, not w entity-specific measurement, and states that a fair value meamrement should 
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be determined based on the assumptions that market participants would use in pricing the asset or liability. FAS I57 applies under other accounting pronouncemenu 
that require or permit fair value measurements. 

FAS 157, among other things. requires the campany to maximize the use ofobservable inputs and minimize the use of unobservable inputs when measuring fair 
value, and specifies a hierarchy of valuation techniques based on whether the inputs to those valuation techniques are observable or unobservable. Observable inputs 
reflect market data obtained from independent SOUTCCS, while unobservable inpuu reflect the company's market assumptions. SFAS I57 defines the fallowing fair value 
hierarchy, based on these two tlpes of inputs: 

Level I 4 u o t e d  prices for identical instruments in active markets. 

Level 2--Quoted prices for similar instruments in active markets; quoted prices for identical or similar insmimenu in markets that are not active; and 
model derived valuations m which all significant inputs and significant value drivers are observable in active markets. 

Level 3- Model derived valuations in which one or more significant inputs or significant value drivers are unobservable. 

The effective date is for fiscal years beginning aflerNov. 15,2007. In November of 2007, the FASB granted a one year def-l for "on-financial a ~ s e t s  and 
liabilities. As a result, the company adopted FAS 157 effective Jan. 1,2008 for financial a ~ ~ e t ~  and liabilities. Financial assets and liabilities of the company measured 
at fair value include derivatives and certain investments, for which fair values are primarily based on obs-able inputs. 

During 2008, the company will continue to evaluate FAS I57 for the remaining non-financial assets and liabilities 10 be included effective Jan. 1,2009. The 
company does not believe the impact ofadoption for the remaining "on-financial assets and liabilities will be material to its results of operations. statement ofposition 
or cash flows. 

INFLATION 

The effeern of inflation on our results have not been significant for the past several yeam. Thc annual average rate of inflation, as measured by the Consumer 
Price Index (CPIKI), all items, all urban Consumers as reported by the U.S. Department of Labor, was 2.WO0, 2.5% and 3.4% in 2007,2006 and 2005, respectively. 
Forecasts by economkts that we use indicate that inflation IS expected to be near 2.9% in 2008. 

Prices for certain prcducts and services u r d  by TECO Energy's operating companies continued to increase at rates above the CPI in 2007, including prices for 
concrete, steel and copper products and petroleum-based products used extensively in all of our operating companies, and for subcontracted services used by Tampa 
Electric and subcontracted mining services used by TECO Coal. With the exception ofpetroleum based products, which are determined by mtemational factan, price 
i n c r a m  for construction rslated materials are expected to moderate in 2008 due to the slowdown in the housing industry and generally slower economic growth in the 
U.S. economy. Tampa EIechlc and PCS are eligible to recover the cost ofcommodity fuel through the mpective FPSC-approved fuel-adjustment clauses. In those 
cases where the higher costs can not be passed directly to the customers, higher costs could reduce the profit margins at the operating companies. 

ENVIRONMENTAL COMPLIANCE 

Environmental Manen 

Among OUT companies. Tampa Electric has a number of significant number of stationary sources with air emissions impacted by the Clean Air Act and material 
Clean Water Act implications. Tampa Electric has taken Significant steps to dramatically reduce its air emimons through a ~ e r i e ~  of voluntary actions, including 
technology selection (including ICCC and nataralLgas fired combined cycle); a responsible fuel mix taking into account price and reliability impacts to ill customem; B 

significant capital expenditure pmgram to add Best Available Control Technology (BACT) emissions controls; additional controlo$to accomDlish earlier reductions of 
cenain emissions 
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allowing for lower emmion rates when BACT was ultimately installed; and enhanced contmls and monitoring systems fur certain pollutantS. All of these 
improvements, including the installatim of IGCC technology, BACT and repowering from coal to natural gas, represent an investment in ~ X C C S S  of $2 billion since 
1994. 

Through these actions, Tampa Electric has achieved significant reductions of all air pollulanll, including CO, while maintaining a reasonable fuel mix through 
the clean use ofcoal for the economic benefit o f  its customen. 

Air Qunlity Control 

consem Decree 

Tampa Electric, through voluntary negotiations with the U.S. Environmental Protection Agency (EPA) and the U.S. Department oflustice (DOJ) and the Florida 
Department of Environmental Protection (FDEP), signed a Consent Decree, which became effective Feb. 29,2000, and a Consent Final Judgment, which became 
effective Dec. 6, 1999, as settlement of federal and state litigation. Pursuant UI these agreements, allegations of violstions of New Source Review requirementr of the 
Clean Air A c ~  were resolved, provision was made for environmental  control^ and pollution reductions, and Tampa Electric began implementing a comprehensive 
pmgram to dramatically decrease emisions h m  its power plants. 

The emission reduction requirements included specific detail with respect to the availability of flue gas desulfurization systems (scrubbers) to help reduce SO,, 
projects for NO, reduction effons on Big Bend Units 1 through 4, and the repowering ofthe coal-fired Gannon Power Station to natural gar. The commercial operation 
dates for the two repowered units. renamed as the H. L. Culbreath Bayside Power Station (Bayside), were Apr. 24,2003 and Jan. 15, 2004. The completed station has 
total Statim capacity of about 1,800 megawatts (nominal) of natural gas-fueled, combined-cycle electric generation. The repowering has reduced the facility's NO, and 
SO, emission3 by approximately 99% and particulate matter (PM) emisions by approximately 92% from 199R levels. 

In 2004, Tampa Electric made its NO, reduction technology ~e lecf im and decided to install SCR systems for NO. control on Big Bend Unit 4, which was 
completed in May 2007. Tampa Elecnic has also decided to install SCR technology on Big Bend Units I, 2 and 3 with in-service dates for Unit 3 by May I ,  2008, Unit 
2 by May I ,  2009 and Unit I by May I, 2010. The engineering, design and constmction ofthe SCR Systems are currently in progress. Tampa Electric's capital 
investment forecast includes amounts in  the 2008 through 201 I period for compliance with the NO. SO. and PM reduction requirements (see the Capital 
Expenditures section). 

The FPSC has determined that it is appropriate for Tampa Electric to recover the operating C O S ~ S  ofand eam a return on the investment in the SCRs to be 
installed on all four ofthe units at the Big Bend Station and pre-SCR projects on Big Bend Units I ~ 3 (which are early plant improvements to reduce NO, e m i ~ ~ i o n s  
prior to installing the SCRs) through the Environmental Cost Recovery Clause (ECRC) (see the Regulation section). The fin1 SCR (Big Bend Unit 4) entered savice 
in May 2007 and cost recovery for the capital investment started in 2007. The second SCR unit (Big Bend 3) is scheduled to enfer sewice in May 2008. In November 
2007 the FPSC approved cost recovery for the capital investment on the Big Bend Unit 3 SCR to start in 2008. 

In November 2007, Tampa Electric entered into an agreement with the €PA and DOJ for a Second Amendment to the Consent Decree. The Second 
Amendment: Eslablishes a 0.12 IbMMBtu NOx limit on a 30-day rolling average for Big Bend Units I through 3, which is lower than the original 
Consent Decree that had a provision for B limit as high as 0.15 IbhlMBtu depending on certain conditions. 

Allows for the sale of NOx allowances gained as a result of surpassing the emission limit goals of the Consent Decree. 

Calls for Tampa Electric to install a second PM Continuous Emissions Monitoring System and potentially replace the originally installed system iffhe 
new system is successful. 
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Emission Rcductionr 

Projects committed to under the Consent Decree and Consent Final ludgment have resulted in significant reductions in emissions. Since 1998, Tamp Electtic 
has reduced annual SO, ,  NO, and PM from its facilities by 162.000 tons, 42,000 tons, and 4,000 tons, respectively. 

Reductions in SO, emissions were accomplished through the inStallation ofscrubber systems on Big Bend Units I and 2 in 1999. Big Bend Unit 4 was onginally 
constructed with a scrubber. The Big Bend Unit 4 scrubber system was modified in I994 to allow it to scrub emissions from Big Bend Unit 3 as well. Currently thc 
scrubbers at Rig Bend Station remove more than 95% of lhc SO, emissions f" the flue gas streams. 

The repowering of the Gannon Station to the Bayside Station has resulted in a significant reduction in emissions ofall pollutant types. We expect that Tampa 
Electric's actions to install additional NO, emissions conlmls on all Big Bend units will result in the funher reduction ofemissions and that by 2010, the SCR projects 
will result in I$ total phased reduction ofNO,  by 62,000 tons per year from I998 levels. 

In total, we expect that Tampa Electric's emission reduction initiatives will result in the reduction of SO,, NO, and PM emissions by 90%, 90%, and 72%. 
respectively, below 1998 levels by 2010. With these state~of-the-arl improvements in place. Tampa Electfic's a c t i v i t i ~ ~  have helped Io significantly enhance the quality 
ofthe air in the community. As a result of all its already completed emission reduction action~, and upon completion of the SCR projects, we expect that Tampa Electric 
xill have achieved emission reduction levels called for in Phase I ofthe Clean Air Interstate Rule (CAIR) when it is implemented in 2009. 

Due m pollution co~trol benefits from the environmental improvements, reductions in mercury emissions havC occurred due to the repowering ofGannon 
Station to Baliside Station. At Bayside, where mercury levels have decreased 99% below 1998 ~ V C I P ,  there are virtually zero mercury emissions. Additional mercury 
reductions arc also anlicipaled from the installation ofNO, c ~ n t m l ~  at Big Bend Station. which are expected to lead to a reduction ofmercury emissions of more than 
70% from 1908 levels by 2010. The Clean Air Mercury Rule (CAMR) Phase I requirements were scheduled for implrmentation in 2010. CAMR was vacated by the 
U S .  Court afAppeals for the Di~tncEl of Columbia Circuit on February 8, 2008. Prior to the court's decision Tampa Electric expected that i t  would have been m 
compliance with CAMR Phase I without additional capital investment. 

The EPA has recently proposed modifications 10 the 24-hour coarse and fine PM ambient air mndards. Based on the reduced emissions ofsulfates and nitraler 
resulting fiom projecls awxiated with compliance with the Consent Decree, as well as local ambient air qualify data, the Tampa EIectfic service area is expected to be 
in compliance with the proposed new PM standards without additional expenditures by Tampa Electric. Also. the EPA recently proposed changes to the ozone ambient 
air standards. The entire State of Florida is in compliance with the current standard. Depending on the outcome, many areas in the U.S., including the Tampa Bay area. 
could be classified as out of aftainment with a more stringent standard. This could increase Tampa Electk's  cost for envimnmental compliance. 

Carbon Reductions 

Tampa Electric has historically supponed voluntary efforts ta reduce carbon emissions and has taken significant steps to reduce overall emis~ions 81 Tampa 
Electric's facilities. Since 1998, Tampa Elechlc has reduced its system-wide  emission^ of CO, by approximately 20% bringing emisions to near 1990 levels. Tampa 
Electric expects emissions ofCO, should remain near 1990 levels until the addition of the next baseload unit, which is expected af~er 2012. Tampa Eleclric estimates 
that the repowering to natural gas and the shutdown of the Gannon Station coal-fired units resulted in a decrease in CO: emissioiis ofapproximately 4.8 million tons 
below 1998 lwe15. Dunng this same timeframe, thc numbers ofretail cuslomer~ and retail energy sales have tisen by approximately 2S% 

Tampa Electric's voluntary activities to reduce carbon e m i s s i ~ n ~  also include membership in the U.S. Depanment of Energy's Climate Challenge (now Power 
Pmners) program since 1994, v ~ l u n a r y  annual reponing ofgreenhouse gas (GHG) emissions through the EIA-I 605(b) Repon since 1995 and panicipation in the 
Chicago Climate Exchange (CCX), B voluntary but legally binding cap and trade program dedicated to reducing GHG emissions since 2003. Because of Tampa 
Electric's membership in the CCX, its reported CO: 
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emissions are audited annually by the Financial lndustly Regulatory Authority (formerly National Association of Securities Dealers), which has certified the results lhus 
far. In January 2008, the CCX recognized Tampa Electric for achieving its Phase I GHG panicipation targets for CO, reduction. While the commitment required in 
Phase 1 was a reduction d4% below the average af the  year I998 ~ 2001, Tampa Electric surpassed this level with an actual reduction ofappmximately 20%. 

There are pending initiatives to adopt climate legislation that would require reductions in GHG  emission^. At the federal level, there are several legislative 
proposals that would limit CO, emissions. Most of lhese bills contain some tfle of c a p a d t r a d e  system with various allocation scenarios 10 regulated ulilities, 
including credit for early action. While the timing of passage ofany federal legislation into law remains uncertain, we wil l  participate in lhe debate in an effort to ensure 
a comprehensive envimnmental approach to carbon e m i ~ ~ i ~ n  reductions maintains a reliable energy supply at affordable prices. In order to meet the reduction 
contemplated, Tampa Electric could be required to make significant additional CapifBl iiiveStments in technologies to reduce GHG that are not yet commercially viable. 

At the sfate level, the Govemor signed three Executive Orders in July 2007 aimed at reducing Florida's emissions ofGHG. The three orders include directives 
for reducing GHG emissions by electfie utilities to 2000 l evek  by 2017; to 1990 levels by 2025; and by 80 percent of 1990 levels by 2050; and the creation of the 
Govemor's Action Team on Energy and Climate Change to develop a plan to achieve the targets contained in the Executive Orders including any necessary legislative 
initiatives required. The Action Team submitted its Phase One report to the Govemai on No". I, 2007, which included recommendations incorporating GHC emision 
reduction targets and ~ t r a t eg ie~  into Florida's energy future as well as energy efficiency and conservation targets. The Action Team will continue to meet thmugh 2008 
to address the recommendations identified in the Phase I repon and complete other tasks as oullined in the Executive Orders, including the issuance of a Final Report to 
the Govemor hy Oct. I, 2 0 0 8  Among othm issuer, thin Final Repmt is expected to recommend a pmposcd stmcture for a market-based policy of cap and trade for GHG 
emisiom 

In addition, the Executive Orders charge the FDEP with developing detailed N I ~ S  to implement lhese emimions limits. DEP has Started the ru le making process, 
but it is expected to take an extended period of time to reach completion. Unlil the final mles are developed, the impact on Tampa Electric and its ~ustomers can not be 
determined. 

Also al the sate level. Florida has an Energy Commission charged by the legislature with developing a comprehensive encrgy policy for the statc. The final 
report ofthe Commission was submined to the legislature on Dec. 3 I, 2007 and drew an recommendations from their four advisory groups which have held meetings 
throughout Florida for a year. The report was issued on Dec. 3 I ,  2007 and includes numemu recommendations on manen described above. 

The company is examining various options relating to its carbon emissions. In the fall of 2007, Tampa Electric announced that i t  would no1 move forward with 
its previously announced coal-fired IGCC unit, because of the continued uncenainly related 10 carbon reduction regulations, particularly capture and sequestration 
issucs. Tampa Electric now expects to meet its needs for baseload generating capacity in early 201 3 with "aural gas fired combined-cycle technology, as well as energy 
efficiency p m p m s  and renewable resources (see the Tampa Electric section). Whilc natural gas has lower carbon emissions than coal, fuel prices can make natural 
gas generaling facilities less economic than coal-fired facilities. Fuel switching from coal 10 narural gas, absent additional S O U ~ C ~ S  of supply, would increase narural gas 
nrices. further reducine thc economic efticiencv of natural eas emeration facilities. Increased costs for electricitv may cause customers to chance usaee oattems. which 

~ _ I  , ,  
would impact Tampa Electnc's sales 

Tampa Electnc currently emits approximately 16 6 million tons ofCO, per year With a prolected long-term average annual load g m w h  ofmore than 2 0%. 
Tampa Electnc may cmif appmrimately 19 8 million tons of CO, (an increase ofapproximately 19%) by 2020 due to planned generation additions to meet growing 
customer needs 
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Tampa Electric  expect^ that the costs to comply with new envimnmental regulatmm would he eligible for recovery through the ECRC. If approved as prudent, 
the costs required 10 comply with CO, emissions reductions would he reflected m cusfomers' bills. lf the regulation allowing cost recovery is changed and lhe cost of 
compliance is not recovered through the ECRC, Tamps Electric could seek to recover those costs through a base-rate proceeding, hut we can not predict whether the 
FPSC would grant such recovery. Although Tampa Electric's current coal-based generation has declined to 56% of its output in 2007 from 95% of its output in 2002. 
due primarily IO the conversion ofthe coal-fired Gannon Station into the natural gas-fired Bayside Station, coal fired facilities remain a si@lificant pan ofTampa 
Eb~t r ic ' s  generation fleet and additional coal units could he used in the future 

In the case of TECO Guatemala, the coal-fired San Jose Power Stalion in Guatemala is in compliance with w m n t  World Bank and Gualemalan Environmental 
Guidelines. W i l e  there are no k n o w  plans for legislation mandating GHG reductions in Guatemala, new rules or regulations could require additional capital 
investments or increase operating costs. 

In the case of TECO Coal, i f  is unclear ifthe requirements for CO, emissions reductions would directly impact it as a carbon-based fuel provider or the user. In 
either case. it could make the use of coal more expensive or less desirable, which could impact TECO Coal's margins and profitability. 

Renewable Energy 

Renewabler are a component ofTampa Electric's environmental ponfolio. Tampa Electric's renewable energy program oflers to sell renewable energy as an 
option to customers a d  utilizes energy generated in the state from mxwnble sources (e.g biomass and solar). To  dale. m o ~ e  than 10 million kWh of renewable energy 
have been produced to suppon participating cus t a"  requiremcnts. 

Tampa Electric has installed almost 40,000 wan$ ofsolar panels to generate electricity from the SUO at three schmlr and the Museum af Science and Industry in 
Tampa, and continues to evaluate opponunities far additional solar pancl installations. In the area ofhiomass, which i s  organic plant material from yard clippings and 
other vegetation, Tampa Electric has tesled bahia grass as a fuel to gcnerate electricity at thc Polk Power Station where it was ground and mixed with the pulverized 
coal slurry used in the plant's gasifin. 

Despite the emphasis on the use ofrenewable energy sources to reduce GHG in the Governor's Executive Orders, prior studies have shown that Florida does not 
have significant remurces for the production of renewable energy in volumes sufficient to meet laad gmwh.  While suppon for tax incentives for renewable energy 
development specific 10 regional disparities may facilitate the development of new sources, mandates for renewable ponfolior at high percentages create concms that 
credits will have to be purchased to meet the mandate, rates for c u ~ t o m e r ~  will grow rapidly and such mandates are not likely to result in significant quantities of 
renewable energy sources to be developed in the state. 

A mandatory renewable enegy portfolio standard could add to Tampa E l e ~ t r i c ' ~  COSG and adversely affect its operating results. The executive orders lasked the 
FPSC with evaluating a renewable ponfolio target a f  20% by 2020. In addition, the US. Congrcss has considered, hut has not passed, a federal renewable energy 
ponfolio standard. Tampa Electric could incur significant costs to comply with a hi& percenlage renewable energy portfolio standard, as proposed, and its operating 
resulf~ could be adveady affected ifthe company was not permined to recover these costs from customers, or if customers change usage panems in response to 
increased rates. 

Water Supply and Quality 

The EPA's final Clean Water Act Section 316(b) rule became effective lul. 9, 2004. The mle established aquatic protection requirements for existing facilities 
that withdraw 50 million gallons or more ofwater per day 
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from r iVm,  streams, laker,  reservoir^. estuaries, oceans, or other US .  waters for cooling purposes. Tampa Electric uses water fiom Tampa Bay at its Bayride and Big 
Bend faCilifies for cooling water. Both plants use mesh screens to reduce the adverse impacts to aquatic organisms and Big Bend units 3 and 4 use proprietary fine-mesh 
screens, the best available technology, lo further reduce impacts to aquatic organisms. Subsequent to promulgation of the rule, a number of states, environmental groups 
and others Sought judicial review ofthe rule. On Jan. 25, 2007, the U.S. Court of Appeals for the Second Circuit overturned and remanded several provisions ofthe NIC 
IO the EPA for  revision^. Among other things, the court rejected the E P A s  use of 5ost-benefit” analysis and Suggested some vays to incorporate cost considerations. 
The full impact ofthese regulations will depend on subsequent legal proceedings, further rulemaking by the EPA, the results of studies and analyses performed as part 
of the nrlcs’ implementation. and the actual requirements established by state regulatory agencies and, therefore, cannot now be determined. 

The Big Bend Station also consumes a significant amount of water on a daily basis to generate elccbi~ify with sicam and lo operate its scrubbers to reduce SO1 
emissions. Water recycling and bcnefcial rcusc prognms are widely employed in the fresh water systems at both plants to reduce demand on higher-cost municipal 
water systems and to control coifs. 

Conservation 

Energy conservation is becoming increasingly important in a period of volatile energy priccrs and in the GHG  emission^ reduction debate. In 2007, the Govemor 
signed three Executive Orden aimed at reducing Florida’s emissions of GHG, which included a directive for the development ofnew policies to enhance energy 
efficiency and conservation statewide. The Climate Action Team described above has made initial recommendations: however. the final recommendations to the 
Govemor are not required until Oct. I ,  2008. 

Tampa Electric offers cusmmen a number of programs lo con~erve energy. These programs are designed to reduce p e d  energy demand which allows Tampa 
Electric to delay Consfruction of future generation facilaies. Since their inception, these comervation programs have reduced the Summer peak demand by 222 
megawatts, and the winter peak demand by 659 megawatts. These programs and their costs are approved annually by the FPSC with the costs recovered through a 
clause on the customer’z bill. 

In 2007, the FPSC approved the modification ofnine existing programs and the addition of 13 new conservation progmams. Following a Iwo-year pilot program, 
the FPSC approved the Energy Planner program, which is a program aimed at residential ~u~toiners  that is expected to reduce summer peak demand by 22 megawatts, 
winter demand by 28 megawatts and annu l  energy consumption by almost 10,000 meeawatts. In addition. PGS offen o roe rams that enable customers to reduce their 
energy consumption, with the COSIS recovered lhrough eurtomers’ bills. 

Superfund and Former Manufactured Cas Plant Sites 

Tnmpa Electric Company, through 11s Tampa Electric and PCS divisions, is a potentially responsible party (PRP) for cniain superfund sites and, through its PGS 
division, for certain former manufactured pas plant sites. While the joint and several liability associated with these sites presents the potential fur significant response 
COSIS, as of Dec. 3 I .  2007, Tampa Electric Company has estimated its ultimate financial liability to be appronimately $1 I .5 million (primarily rclated to PGS). and this 
amount has been reflected in the company’s financial statements. The environmental remediation costs associated with these sites. which are expected to be paid over 
many years, arc not expected 10 have B sipificanl impact on customer prices. The amounts represent only the estimated ponion of lhe cleanup COS& attributable Io 
Tampa Electric Company. The estimates to perform the work are based on actual estimates obtained from conbacf~rs or Tampa Eleetnc Company’s experience with 
similar work, adjusted for site specific conditions and agreements with the respective govemmental agencies. The estimates are made in current dollars, are not 
discountEd and do not assume any in~u~dnce  recoveries. 
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Allocation of the responsibility for remediation C O S ~ S  among Tampa Electric Company and other PRPs is based on each party’s relative ownenhip interest in or 
usage of a site. Accordingly, Tampa Electric Company’s share ofremediation costs varies with each site. In vinually all instances where other PRPs are involved, those 
PRPs are considered credit worthy. 

F ~ C ~ O R  that could impact these estimates include the ability of other PRPs to pay their pro rata ponion ofthe deanup COS~S. additional tcsting and investigation 
which could Expand the scope of the cleanup activities, additional liability that might arise from the cleanup activities themselves or changes in laws or regulations that 
could ~equire additional remediation. These additional costs would be eligible for recovery through customer rates. 

REGULATION 

The retail operations ofTampa Electtie and PGS are regulated by the FPSC, which hasjutisdiction ovev retail rates, quality ofservice and reliability, issuances 
of securities, planning, siting and construction of facilities, accounting and depreciation practices, and other manm. 

In gem”,  the FPSC’s pricing objective i s  to set rates at a level that allows the utility to ~ o l l e c t  total revenues (revenue requirements) equal to its cost of 
providing sewice, plus a reasonable retum on invested capital. 

Far both Tampa Electric and PGS, the costs of owning, aperaiing and maintaining the utility system, other than fuel, purchased power, conselvation and certain 
environmental costs, are recovered through base mes. These costs include operation and maintenance expense, depreciation and faxes, as well as a  dum on 
inve~tment in assets used and useful in providing electric and natural gas distribution S C ~ V I E ~ S  ( m e  base). The rate of return on rafe base, which is intsnded to 
approximate the individual company’s weighted cost of capital. primarily includes its costs for debt, defmed income taxes at a zero cost rate and an allowed mtum on 
c~mmon equity. Base rates are determined in FPSC rafe setting hearings which occur at irregular intervals at the initidlive ofTampa Electric, PFS, the FPSC or other 
parties. 

Tampa Electric is also subject to regulation by the Federal Energy Regulatoly Commission (FERC) in various respects, including wholesale power sales, certain 
wholesale power purchases, Iranmissmn service$, and accounting practices. 

Federal, state and lwal environmental laws and regulations cover air quality, water quality, land use, power plmt, substation and transmission line siting, noise 
and aesthetics, solid waste and other environmental matters (see Environmental Camplimee section above). 

Tampa Electric Rates 

Tampa E l e ~ t t i c ’ ~  rates and allowed return on equity (ROE) range of 10.75% 10 I2.75%, with a midpoint of I I .75% are in effect until such time as changes are 
occasioned by an agreement approved by the FPSC or other FPSC actions as a result of rate or other proceedings initiated by Tampa Electric, FPSC staff or other 
interested parties. 

Tampa Electric has not sought a base rate increase since 1992. Since that last rate proceeding it has eamed within i ts allowed ROE range while adding more than 
200.000 customers and making significant investments in facilities and inhastruchrre. These facilities include baseload and peaking generating capacity additions, to 
reliably  ewe the growing customer base. Tampa Electric expects a continued high level ofcapital investment, and higher levek ofnon-fuel operations and 
maintenance expenditures. Afler dropping to the bottom of is allowed ROE range of 10.75% to 12.75% in the middle of 2W7, at the end of2Ml7 Tampa hlecltic’s 13-  
month moving average regulatory ROE was 11.4”/, a i  a result ofthe positive impact of favorable weather in the second 
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half of 2007 and lower depreciation expense and lower property taxes in  the second halfofthe year. However, based on our current lower forecast for customer and 
energy sales p w i h ,  expected higher operations and maintenance expenses and ongoing higher levels of capital investment, we expect Tampa Electric's forecasted 
ROE to go below the bottom of its allowed nnge during 2008. Tius is expected to cause a need f w  base rate relief for Tampa Electric in 2009 

Cost Recovery ClsusesTsmpa Electric 

Fuel, purchased power, conservation and certain environmental costs are recovered through levelized monthly charges established pursuant to thc FPSC's cost 
recovery clauies. These charges, which are reset annually in an FPSC proceeding, are based on eslimated EOSIE offuel, environmental compliance, conservation 
programs and purchased power and estimated cu110mer usage for a specific recovery penod, with a true-up adjustmeot 10 reflect the variance of actual costs from the 
projected costs. The FPSC may disallow recovery ofany C O I ~ E  that it considers imprudently incurred. 

In Seplember 2007, Tampa Electric filed with the FPSC for approval of cost recovery rates for fuel and purchased powcr, capacity, envi~onmenfal and 
c ~ n ~ e r ~ a t i o n  costs lor the period January through December 2008. In November 2007, the FPSC approved T m p a  EICctriC'S requested rater. The rates include the EOSI 

for natural gaa and coal expected in 2008, the net refund of $1 5.3 million of fuel and purchased power expenses, which were not collected in 2006 and overestimated in 
2007, and the Dpemting cost for and aretum on the capital invested in the second SCR project to enter ~ervice on Big Bend Unit 3 as well as the operations and 
maintenance ~xpense  associated with the projsctr as required by the EPA Consent Decree and FDEP Consent Final Jlidgment (see the Environmentd Compliance 
section). Rates in 2008 also reflect the projected sales of $29.4 million excess SO: emissions allowan~es in 2008. Accordingly, Tampa Electric's residential customer 
rate per 1,000 kilowatt-hours decreased $0.16 from $I 14.54 in 2007 to $ I  14.38 in 2008. Rates in 2007 reflected expe~led coal and natural gas costs as well 8s 6 1 3  
million ofprevioudy underestimated 2005 and 2006 fuel and purchased power expense that were recovered, and the $105.8 million ofproceeds from the sale of SO, 
 emission^  allowance^ that were retumed to CUS~OIIICTS. 

The FPSC determined that 11 was approptiate for Tampa Electric to recover SCR operating costs through the ECRC as well as eam a retum on its SCR 
investment initalled on Big Bend Unit 4 and Big Bend Units 1-3 in October 2004 and May 2005, respectively, far NO. control in compliance Uith the environmental 
consent decree. The SCR for Big Bend Unit 4 entered Service in May 2007 and cost recovery started in 2007. The SCRs for Big Bend Units 3.2,  and I n s  scheduled to 
enter service by May I ,  2008.2009 and 2010, respectivcly. Cost recovery for the capital investment for each unit, which is dependent on filings made in the year each 
SCR enters service, is expected to start in 2008,2009 and 2010, re~pectively. Cost recovery for the Big Bend 3 SCR wm approved in 2007 and is expected to start in 
2006. 

C o d  Transportation Contract 

Tampa Electric's previous contract for coal transportation and storage sewices with TECO Transport expired on Dec. 31,2003. T K O  Tran~pon had been 
providing river and cross-gulf tramponation ~ e r v i c e ~  and Storage Services under that contract since 1999 and under a series of  contract^ for more than 40 years. 
Following a RFP process, Tampa Electric executEd a new five~year contracl with TECO TranrporI, effective Jan. I, 2004, far waterborne coal transponation and 
storage services at market rates supported by the rcwlts ofthe RFP and an independent expert in maritime transportation matters. Hearings regarding the pmdencc of 
the RFP process and final c~nlract were held and a final order on the manm was issued in October 2004, which reduced the annual amount Tampa Electric can recover 
from 11s c u m m e n  through the fuel adjustment clsuse for the water transpomtion services for cod and petroleum coke provided by TECO Transport. The annual after- 
tax disallowance is estimated to be $8 million lo $10 million, depending on the volumes and origination points ofthe coal shipments, for as long as the contract is in 
effect. 
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Tampa Electric issued B RFP for solid fuel transponation Services and bids were received in December 2007, which is a schedule that will facilitate having a new 
contract for these 

Hardening of Trnnrmirrion and Dirtribution Faeilities 

in place ut the expiration ofthe current contract. Tampa Electric structured the RFP to comply n'ith the FPSC order issued in October 2004. 

Due to extensive storm damage to utility faeilitics during thc 2004 and 200s hurricane seasons and the resulting outages utility E U S ~ O ~ O T S  experienced 
throughout the state, the FPSC initiated a proceeding to explore methods of designing and building transmission and distribution systems that would minimize long- 
term outages and restoration C O S ~ S .  Following a series of FPSC workshops 10 review 2004 and 2005 hurricane damage, restoration practicer and activities, and plans for 
the 2006 hurricane season, the FPSC issued an order that required utilities lo inspect wooden distribution poles every eight years and repon the results ofthe inspections 
to the FPSC annually. For many years, Tampa Electric has routinely inspected its wooden poles and adjusted its inspection schedule to comply with the FPSC's order. 

The FPSC subsequently issued an order requiring all investor o w e d  ulilitieS (IOUs) to implement a IO-point storm preparedness plan designed Io improve the 
statewide electric i nh r tmaure  to bener withstand severe stoms and expedite recovcry from future storms. In addition to a wood pole inspection program instituted 
separately, the plans address vegetatim management, audits ofpole attachments, l ranmis ion  stmcture inSpections and hardening. data gathering and analysis, natural 
disaster planning, coordination with local governmental agencies and collaborative research. In October 2006 the FPSC approved Tampa Electric'S plan to comply wilh 
the directive. Tampa Elsh-ic has implemented i u  plan and estimates the average incremental non-fuel operations and msinfenance expense of this plan to be 
approximately $20 million annually. 

The FPSC a l m  modified its mle regarding the design swdards for new and replacement transmission and dislribution line con~tmction, including certain critical 
circuits ~n a utility's system. Beyond employing accepted engineering practices and complying with the applicable edition of the National E I ~ ~ t r i c  Safety Code (NESC), 
the new design standard requires adoption of the NESC extreme wind loading standards for dishbution facilities. The new design standards also encourage the 
placement ofnew or modified facilities underground when feasible. These new requirements are expected to increase the capital expenditures required to expand the 
system to meet growing customer demand and to maintain system reliability by an average of $1 9 million annually. 

Florida's Energy Plan 

The Florida Depanment of Environmental Pmtecti~n has produced an energy plan far the state that, among other mitiatives, encourages fuel diversity for electric 
generation, streamlining of the power plant siting review process, conservation by state agencies and consumers, educational programs for residential and business 
customers regarding energy conservation. expansion of the use of hydrogen and additional grants to study alternative energy supplies. 

Utility Competition-Electric 

Tampa Electric's reail electric business is substantially free from direcl competition with other electric utilities, municipalities and pubhc agencies. At the 
present lime, the principal form ofcompetition at the retail level COnSiStS ofself-generation available lo larger u s m  of electric energy. Such users may seek to expand 
their alternatives through various initiatives, including legislative and/or regulatory changes that would permit competition at the retail level. Tampa Electric intends to 
retain and expand its retail business by managing costs and providing high quality service to retail customen. 

Presently there i s  competition in Florida's wholesale power markets, increasing largely as a result oflhe Energy Policy Act of 1992 and related federal 
initiatives. However, the state's Power Plant Siting Act, which sets the state's electric energy and environmental policy and govems the building of new generation 
involving steam capacity of 75 megawatts or more, requires that applicants demonstrate that a plant is needed prior to receiving construclioii and operating permits. 
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In 2003. the FPSC modified mles from 1994 that required lOUs to issue RFPs prior lo filing a petifion for Determination ofNeed for constmction o f a  power 
plant with a steam cycle greater than 75 megawatts. The modified ides provide a mechanism for expedited dispute resolution, allow bidders to submit new bids 
whenever the IOU revises its cost estimates for its self-build option, require lOUs to disclose the methodology and criteria to be used to evaluate the bids, and provide 
more stringent standards for the lOUs to recover cost overruns in the event the self-build option is deemed the most cost-effective. There N I ~ S  became effective 
prospectively for RFPs for applicable capacity additions. 

PGS us** 

PCS' current rates were agreed to in a settlement with all parties involved, and a final FPSC order was granted on Dec. 17, 2002 and rates were effective in 
January 2003. P G S  authorized rates provide an allowed ROE range from 10.25% to 12.25% with an I 1.25% midpoint. 

Due to higher operating costs, higher depreciation expense due to a mufine depreciation study approved by the FPSC in January 2007, continued investment in 
Ihe distribution system and higher costs associated with recently required safety requirements PGS' ROE levels are below the bottom of its allowcd range; therefore, il 
expects to file for a base rate increase in 2008. 

PGS Cast Recovery Clauses 

PCS recovers the costs it pays for gas supply and interstate transportation for system supply through the purchased gas adjustment clause. This charge is 
designed to recover the costs incurred by PGS for purchased gas, and for holding and using interstale pipeline capacity for the transportation of gas it sells to 11s 
eu~tomers. These charges may be adjusted monthly based on a cap approved annually in an FPSC hearing. The cap is based on estimated costs ofpurchased gas and 
pipeline capacity, and estimated customer usage far a specific recovery period. with a true~up adjustment Io reflect the variance ofactual costs and usage from the 
projected charges for prior periods. 

In November 2W7, the FPSC approved rates under PGS' PGA for the period January 2008 through December 2008 for the recovery of the costs of natural gas 
purchased for its distribution ~ u ~ t o m e r ~ .  

In addition to its base rates and purchased gas adjustment EIUUSC charges for system supply c u ~ t ~ m e i s ,  PGS cu~tomers (except interruptible customers) also pay a 
per-them conservation charge for all gas. T h i s  charge is intended 10 permit PGS to recover its costs incurred in developmg and implementing energy conservation 
programs, which are mandated by Florida law and approved and supervised by the FPSC. PGS is permitted lo reeover. on a dollar-for-dollar basis, expendimr~s made in 
connection with these programs if it demonstrates that the programs are cost effective far i ts ratepayen. 

Utility C o m p e t i t i o d a s  

Although PGS is not in direct competition with any other regulaled distributors ofnatural gas for customers within its service areas, there are other forms of 
competition. At the present time, the principal form of competition for residential and small commercial customer~ is from companies providing other sour~ccs of 
energy, including electricity. 

In Florida. gas service is unbundled for all non-residential customers. In 2000, PCS implemented its "NaturalChoice" program, offering unbundled 
lransponation service to all eligible cu~tomen. This means that "an-residential customen can purchase commdity gas from a third pmy  but continue to pay PGS for 
the transponation of the gas. As a result, PGS receives i ts base rate for distribution regardless ofwhether a customer decides to opt for transportation-only service or 
continue bundled service. PGS had approximately 13,600 transportation cummen as of Dec. 31,2007 out of approximately 29,900 eligible cuslomm. 
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Competition is most prevalent in the large commercial and industnal markets. In recent years, these cIasscs of customers have been Wrgeled by companies 
to sell gas directly by transporting gas through 0th- facilities and thereby bypassing PGS facilities. In response Io this competition, PGS has developed various 

programs, including the provision of trans+”tion services 81 dimunted rates. 

In general, PGS faces competition from other energy source suppliers offering fuel oil, electncity and, in some cases, propane. PGS has taken actions to retain 
and expand i ts commodity and transponation business, including managing costs and providing high quality service to customers. 

CORPORATEGOVERNANCE 

CEO and CFO Cer6fieslkns 

me most recent cenificatione by OUT ChiCfExeCuhve Officer and Chief Financial Offlcer pursuant to Section 302 ofthe Sarhanes-Oxley Act of 2002 are tiled as 
exhibits to T K O  Energy’s Annual Report an Fom 10-K for the year ended Dec. 31,2001. The cenification of TECO Energy’s ChiefExecutive Officer regarding 
compliance *ith the New York Stock Exchange (NYSE) co~ora1c govemance listing standards required by NYSE will be filed with NYSE following the 2008 Annual 
Meeting of Shareholders. Last year, we filed this Cenifmtion with UleNYSE aRer the 2001 Annual Meeting of Sharcholdeis, in compliance with NYSE rules. 
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Item 7A Quantitative and Qunlitative Disclosures about Market Risk 

Risk Management lnfrnrtrueture 

We are subject to various types ofmarket risk in the course of daily operations, as discussed below. We have adopted an enterprise-wide approach to the 
management and control ofmarket and credit risk. Middle Office risk management functions, including credit risk management and risk conlml, are independent of 
each transacting entity (Front Ofice). 

Our Risk Management Policy (Policy) governs all energy transacting &vi* at Ihe TECO Energy gmup ofcompanies. The Policy is approved by our Board of 
Directon and administered by a Rlsk Authorizing Committee (RAC) that is comprised of senior management. Within Ihe bounds of the Policy, the RAC approves 
specific hedging strategies, new transaction types or products, limits, and transacting authorities. Transaction activify i s  repotted daily and measured against limits. For 
d l  commodity risk management aniuities, derivative transaction volumes are limited to the anticipated volume far customer sales or supplier procurement activities. 

The RAC administers the risk management policy with respect to interest rate risk exposures. Under the policy for interest rate risk manilgemenl, the RAC 
operates and ovmees transaction activity. Interest rate derivative transaction activity is directly conelated to borrowing activities. 

Risk Manngement Objectives 

The Front Office is responsible In reducing and mitigating the market risk exposures which arise from the ownership of physical assets and ~on l ra~ tua l  
obligations, such as debt instruments and firm customer sales contracts. The primary objectives a f the  risk management organization, the Middle Office, are Io quantify, 
measure, and monitor the market risk expmurei arising from the activities of the Front Otlice and the ownership ofphysical assets. In addition, !he Middle Offce is 
responsible for enforcing the limits and procedures established under the approved risk management policies. Based on the policies approved by the company's Board 
of Directors and the procedures established by the RAC, from time to lime, members of the TECO Energy group of companies enler into futures, fonuards, swaps and 
option contracts to limit the exposure to: 

Price fluctuations for physical purchases and sales of natural gas in the course ofnomal  operations at Tampa Electric and PGS; 

Interest rate fluctuations on debt at TECO Energy and its affiliates; 

Price f l ~ ~ f ~ a t i o n e  for physical purchases of fuel at TECO Coal; 

Price fluctuati~ns for crude oil and the resulting reduction of spthefic fuel proceeds if crude oil prices exceed phase-out threshold  level^ 

The TECO Energy companies use derivatives only to reduce nonnal operating and market risks, not for speculati\-e purposes. Our pnmary objective in wing 
derivative in s f~men l s  for regulated operations is lo rduce the impact of market price volatility on ralepayers. For unregulated operations, the companics use derivative 
instruments primarily to mitigate the price uncertainty related to commodity inputs, such as diesel fuel. 

Derivatives and Hedge Aeeounting 

FAS 133, Accounrin~ for Deriwfiw Inrrrumenrs and HedEiq Adivilier, as subsequently amended and interpreted, requires us and OUT affiliates to recognize 
detivatives as either assets or liabilities in the financial statements, to measure those insrument~ at fair value. and to reflect the changes in the fair value ofthose 
i n s t ~ m m t ~  as components of other comprehensive income or net income, depending on the designation of those inst~ments. .  

Designation of a hedging relationship requires management 10 make assumptions about the future probability of the timing and amaunt of the hedged trdnsilction 
and the future effectiveness of the derivative 
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instrument in offsetting the change in fair value or cash flows ofthe hedged item or transaction. The determination offair value is dependent upon certain assumptions 
and judgments, as described more fully below (see the Unregulated Operating Companies Section and Note 22 to the TECO Energy Consolidated Flnnncisl 
sta1ements ). 

Credit Risk 

We have a rigorous process for the establishment of new trading counterpanies. This process includes an evaluation of each counterparly's financial statements, 
with particular attention paid to liquidity and capital resources: establishment ofcounterparty specific credit limits; optimization of credit terms; and execution of 
standardized enabling agreements. Our Credit Guidelines require tran~actiom with counterpanies below investment grade to be collateralized. 

Contracts with different legal entities affiliated with the same counterparty are consolidated and managed as approptiate, considering the legal structure and m y  
netting agreements in place. Credit e x p ~ w r e ~  are calculated, compared to limits and reponed to management on a daily basis. Thc Credit Guidelines are administered 
and monitored within the Middle O f k c ,  independent ofthe Front Office. 

Interest Rate Risk 

We are exposed to changes in interest rates. primarily as a result of our borrowing activities. We may enter into futures, swaps and option contracts, in 
accordance with the approved risk management policisq and procedures, to moderate this exposure to interest rate changes and achieve a desired level of fixed and 
variable rate debt. As of Dec. 31,2007 and 2006, a hypothetical 10% increase in the consolidated group's weighted average interest rate on its variable rate debt during 
the Subsequent year. would not result in a material impact on pretax earnings. T h i s  is driven by the low amounts of variable rate debt at either TECO Energy or Tampa 
Electric Company. 

A significant portion of our variable interest rate debt i s  Tampa Electric's auction-rafe debt issued in 2006 and 2007. Due to market disruptions in the auction 
rate debt markets in February 2008, Tampa Electric IS implementing a plan to convert the interest rate mode to fired-rate (see the Financing section). 

These amounts were determined based on the variable rate obligations existing an the indicated dales at TECO Energy and its subsidiatier. A hypothetical 10% 
decrease in interest rates would increase the fair market value ofaur long-term debt by approximately 3.2% at both Dec. 3 I ,  2007 and 2006, respectively (see the 
Financing Activity section and Notes 6 and 7 to the TECO Energy Consolidated Financial Statements 1. The shove sensitivities assume no changes to our 
financial structure and could be affected by changes in our credit ratings, changes in general economic conditions or other external factors (see the Risk Factors 
SeCtiO"). 

Commodity Risk 

We and our afiiliattes face varying degrees ofexposure IO commodity risks including coal, natural gas, fuel oil, and other energy commodity prices. Any changes 
in prices could affect the prices these businesses charge, their operating costs and the competitive position oftheir products and services. We assess and monitor risk 
using a variety of measurement tools. Management uses different risk measurement and monitoring tools based on the demee of ex~osure of each o~eratine comeany to 
commodity nsks. 

Historically, Tampa  electric'^ fuel costs wed for generation have been affcctcd primarily by the price ofeoal and, to a lesser degree, the EOSI ofnatural gas and 
fuel oil. With the repoweting ofthe Bayride Power Station, the use ofnatural gas, with its more volatile pricing, has increased substantially. PGS has exposure related 
to the price ofpurchased gas and pipeline capacity. 

Cunently, Tampa Electric's and PGS' commodity price risk is largely mitigatated by the fact that increases in the price of fuel and purchased power are recovered 
through cost recovery clauses, with no anticipated effect on 
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eamings. However, increasing Fuel cost recovery has the potential to affect total energy usage and the relative attractiveness ofelectricity and natural *as to  consume^. 

To modnate the impacts of Fuel pr im changes on customers, hofh Tampa Electric and PCS manage commodity p i ce  risk by entering into long-term fuel supply 
agreements, pmdently operating plant facilities 10 oplimize cos1, and entering into derivative transactions designated as cash flow hedges of anticipated purchases 
wholesale natural gasas. At Dec. 31,2007 wd 2006, a change in commodity prices would not have had a material impact on eamings far Tampa Electnc or PCS, but 
could have had an impact on the timing o f  the cash recovery o f  the cost of Fuel (see the Tampa Electric and Regulrtlion  section^). 

Unregulated Operating Companies 

The other operating companies ofTECO Energy, TECO Coal and TECO Guetemala are subject to si@ificant commodity i s k .  The operating companies do not 
speculate using derivative instnrmenfs. However, not all derivative instwuments receive hedge accounimgtnatment due to the slrict ~yuirements and narrow 
applicability of the accounting mles to dynamic transactions. 

TECO Coal is exposed to commodity price risk through coal sales as a pan of its daily operations. Where possible and economical, TECO Coal entccr into fined 
price sales transactions to mitigate variability in coal prices. TECO Coal's expected 2008 production was fully conmcted at Dec. 3 I, 2007. TECO Coal i s  also exposed 
to vaiabilily in operating costs as a result ofperiodic purchases ofdiesel oil in i ts  operations. At Dec. 3 I, 2007, TECO Coal had no derivative instmments in place to 
reduce the price variability for its anticipated 2008 diesel oil purchases. A hypothetical 10% increa5e in the average annual price for diesel oil would add $3.9 million to 
TECO Coal's pretax cost ofproduction. 

Like Tampa Electric and PGS, TECO Guatemala has commodity price risk that i s  largely mitigated by the fact that increases in the p ice o f  fuel are passed 
through 10 the power purchasing distnbution utility. 

The following tables summarize the changes in and the fair value balances ofderivative assets (liabilities) for the year ended Dec. 3 I, 2007: 

Changer in Fair Value o f  D ~ ~ I Y P ~ I v P s  

(dlliOnr) 
Net fair value o f  derivatives as o f  BE. 3 I, 2006 IE (66.8) 

89.6 Net change in unrealized fair value of derivatives 
Realized net ~ettlement o f  derivatives g 6 g  

Net fairvaiueofdcrivativesasofDrc. 31,2007 E) 

Roil-Forward of Derivative Net Assets (Lisbilltlrr) 

p;,,<'.,.,, 
Total deivative nd assets (liabilities) as o f  Dec. 3 I ,  2006 P (66.8) 
Change in fair valus of net derivative assets (liabilities): 

Recorded as regulatory assets and liabilities or OCI (24.2) 
Recorded in earnings 82.7 
Realized net settlement ofderivatives (46.7) 

~ 31.1 Net option premium payments 
Net fair value ofdenvatives at DSC. 31,2007 m) - 

When available, the company uses quoted market prices to record the fair value of derivative contracts. However, many derivative  contract^ are not traded in 
~ufflcient volume or with sufficient market transparency to 
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~ ~ ~ _ _ _  ~~ ~~ 

establish a representative quatation. In those eases, we use industry-accepted valuation techniques based on pticing models or matrix pricing for energy derivativc 
contracts. Prices. inputs, assumptions and the results of valuation techniques are validated by the Middle Oftice, independently of the Front Office, on a daily basis. 
Signiticaol inputs and assumptions used by the company to determine the fair value of energy derivative contracts are: I )  the physical delivery lmation ofthe 
commodily; 2) the comelation between different basis points andlor different commodities; 3) rational, economic behavior in the markets and by counterparties; 4) on- 
and off-peak curve shapes and correlations: 5 )  observed market information; and 6) volatility forecasts and estimates for and between commodities. Mathematical 
approaches are applied on a frequent basis to validate and corroborate the results of valuation ~ a l ~ ~ l a t i o n ~ .  

For all unrealized derivative E O ~ ~ T ~ C I S ,  the valuation is an estimate based on the best available information at the date of valuation. Actual cash flows upon 
maturity could be materially different from the estimated value. 

The following is a summary table ofsources offair value, by mahrrity period, for derivative contracts at Dec. 3 I, 2007. 

Maturity and Sourer of Derivslive Contracts Ne1 A6sets (Liabilities) 11 DIF. 31,1001 

(",iUiO"S, currm, Nonsurrmr T",d F#ir vnixr 
Source of fair value 

Actively quoted prices $ (25.7) 16 I .8 $ (23.9) 

$ I .8 $ (  23.9) 

Model prices are used for determining the fair value ofderivatives where price quotes are infrequent or the market is illiquid. Significant inputs to the mcdels are 
derived from market observable data and actual historical experience. 

Model prices"' - - - - $ (25.7) Total 

(I) 
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Item 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA. 

TECO ENERGY, INC 

Manaesmcnt's Reoort on lntemal Control Ovcr Financial Rcooning 

Reoon or Indrocndent Reeistered Csnified Public Accounline Firm 

Consolidated Balance Sheas. Dec. 31. 2007 and 2006 

Consolidated Statsmena orlnrane Tor the yews ended Dec. 31. 2007.2006 and 2005 

Cunsnlidvted statements ofComniehenswc Income for the wen ended Dec. 3 I ,  2007.2006 and 2005 

Consolidated Staliments ofCnsh Flows fbv the y s m  cnded Drc. 3 I ,  2007.2U06 and 2005 

Consolidated StatL'mcnts ofCaoital lor the van ended Dec. 3 I, 21)07.2OOh and 2005 

Notes to Cossolidaled Financial Stalrments 

Financial Statement Schcdule ILCondenred Parent Comoariv Financial Stalements 

Finviiclill Statemen1 Schedule I1 Vduiltion and Oualifrinr Accounts end Reserves for chc ~ e n n  ended Dcc. 3 I, ?007.2006 and 2005 

a 
100 

101 

1 02- 1 0; 

104 

105 

I 06 

I 07 

197-200 

108-159 

201 

203 

All other financial statement schedules have been omitled since they are not required, are inapplicable or the required information i s  presented in the t i ~ n c l a l  
statements or notes thereto. 
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TECO ENERGY, INC. 

MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

Our management is responsible for establishing and maintaining adequate intemal control over financial reporting, as such term is defined in Rule 13a-I5(f) of 
the Securities Exchange Act of  1934, as amended. We conducted an evaluation of the effectiveness of TECO Energy, Inc.’s intemal control over financial reponing as 
of December 3 I, 2007 based on the framework in lntemal Control-Integrated Fiamework issued by the Committee of Sponsoring Organizations of the Treadwav 
Commission. Based on our evaluation under this hamework, our management concluded that TECO Energy, Inc.’s inlemal control over financial reporting was 
effective as of December 31,2007. 
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Report Of Independent Registered Public Accounting Firm 

To the Board of Dtrectoi~ and Shareholders of TECO Energy, Inc:. 

In OUT opinion. the consolidated financial Statements listed in the accompanying index present fairly, in all material respects, the financial position ofTECO 
Energy, Inc. and i ts subsidiaries at December 3 I ,  2007 and 2006, and the  result^ of their operations and their cash flows for each ofthe three years in the period ended 
December 3 I ,  2007 in conformity with accounting ptinciples generally accepted in the United States ofAmerica. In addition, in our opinion, the financial statement 
schedules listed in the accompanying index present fairly, in all material respects, the information set forth therein when read in conjunction with the related 
consohdated Anancial statements. Also in our opinion, the Company maintained, in all material respects, effective mtemal cont~ol over financial reporting as of 
December 3 I ,  2007, based on ctitetia establiShed iii lntemal Control-Integrated Framework issued by the Committee of Sponsoring Organizations ofthe Treadway 
Commission (COSOJ. The Company's management is responsible for these financial mtemenll and financial statement schedules, for maintaining effective infemal 
control over financial reporting and fm its assessment of the effectiveness of intemal control over financial reporting, included in the accompanying Management's 
Report on lntemal Contml Over Financial Reponing. Our responsibility is to express opinions on these financial statements, on the financial statement schedules. and 
on the Company's intemal conlml over financial reponing based on our integrated audits. We conducted our audits in accordance with the standards of the Public 
Company Accounting Oversight Board (United States). Thorc standards require that we plan and perfom the audis to obtain reasonable assurance about whether the 
financial statements are free of material missktement and whether effective intemal conwol over financial reponing was maintained in all material respects. Our audits 
of the financial statements included examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting 
principles used and significant estimates made by management, and evaluating the overall financial statement presentatton. Our audit of internal contml over financial 
reporting included obtaining an understanding of intemal ~ o n t m l  over financial reponing, assessing the risk that a material weakness exists, and testing and evaluating 
the design and operating effectiveness of internal contml based on the assessed risk. Our audits also included performing such other procedures a we considered 
necessary in the circumstances. We belicve that OUT audits provide a reasonable basis for our opinions. 

As discussed in Note 4 io the financial statements, the Company changed its method of evaluating its uncertain tax positions as ofJanuary I, 2007. Also, as 
discussed m Note 5 to the financial statements, lhe Company changed its method of accounting for ifs defined benetit pension and other postretirement plans as of 
December 3 I ,  2006. Further, m discussed m Note I to the financial statements, the Company changed its method of atcounting for stock~based compenstion as of 
January I, 2006. 

A company's internal contml over financial reporting is a process designed to provide reasonable a~surance regarding the reliability of financial reporting and 
the preparation of financial statements far extemal purposes in accordance with generally accepted accounting principles. A company's intemal contml over financial 
reponing includes those policies and procedures that (i) penain to the maintenance of records that, in reasonable detail, acc~mtely and fairly reflect the tran~action~ and 
dispositions of the a ~ ~ e t s  of the company; (iiJ pmvide reasonable assurance that transactions are recorded as necessary 10 permit preparation of financial statements m 
accordance with generally accepted accounting principles, and that receipts and expenditures ofthe company are being made only in accordance with authorizations of 
management and directors ofthe company: and (Si) provide reasonable assurance mgarding prevention or timely detection of unauthorized acquisition, we, or 
disposition ofthe company's assets that could have a material effect on the financial statements. 

Because of ifs inherent limitations, intemal ~ o n t m l  over financial reponing may not prevent or detect misstatements. AIS", pmjections of any evaluation of 
effectiveness tu future periods are subject to lhe risk that ~ontiols may become inadequate because ofchangcs in conditions, or that the degrc-ce ofcompliance with the 
policies or procedures may deteriorate. 

February 27, 2WX 

101 

332 I .. 



TAMPA ELECTRIC COMPANY 
DOCKET NO. 080317-El 
SCHEDULE NO. F-2 
PAGE 104 OF 506 

TECO ENERGY, INC. 

Consolidated Balance Sheets 

Dm. 3,. DEE. 31, 
,",i*,k."S, 2007 m o d  
Current asses 

Cash and cash equivalents 6 162.6 $ 441.6 

295.9 334.9 
Restncled cash 7.4 37.3 
Receivables, less allowance for ~ n ~ ~ l l e ~ t i b l e ~  of $3.3 and $4.6 at Dec. 3 I, 2007 and Dec. 31, 2006, rerpstively 
C d e  oil options receivable, net 
Inuentones, at werage cost 

Fuel 
Materials and supplies 

curtent regulatory assets 
Cut~ent derivative assets 
Income tax receivables 
Prepayments and other cunea  assets 

Total " e m  assets 
Property, plmt and equipment 

Utility plant in service 
Electric 
Gas 

Construction work in pmgrm 
Other property 
Propaly, plant and equipment 
Accumulated depreciation 

Total properly, plant and equipment, net 
Other m e t i  

Defcrred income taxes 
0th- investments 

h g - t m  daivalivc ~sse ls  
Investment in unconsolidated affiliates 
Goodwill 
Deferred charges and other assets 

Long-term regulatory assea 

Total other assets 
Total assets 

The accompanying notes are an integral part of the consolidated financial statements 

I02 

78.5 

85.8 
68.2 
67.4 
0.3 
0.7 

23.0 
789.8 
- 

5,275.2 
917.4 
364.8 

3.4 

85.0 
74.6 

255.1 
?.I  

18.8 
27.3 

1,285.7 
__ 

5.030.4 
877.1 
334.1 

336.4 __ 841.9 
6,893.8 7,084.1 

(2,005.6) (2,317.2) 
4,888.2 __ 4,766.9 - 

424.9 630.2 
22.9 8.0 

186.8 231.3 
I .9 0. I 

275.5 292.9 

333 



TAMPA ELECTRIC COMPANY 
DOCKET NO. 080317-El 
SCHEDULE NO. F-2 
PAGE 105 OF 506 

TECO ENERGY, INC. 

Connolidated Balance Sheets contgnued 

Liobiiilies and C~pi ld  

,milfim', 
Current IiabIllHes 

Long~term debt due within one year 
Recourse 
NO"-rW""nC 
Junior subordinated notes 

Nota payable 
Accounts payable 
Customer deposih 
Current regulatory liabilities 
C U n m  derivative liabilities 
lnlere~t accNed 
Taxes accrued 
Other C U I T C ~ ~  liabilites 

Total cunent liabilities 
Other liablllties 

Investment tax credits 
Long-term regulatory liabilities 
Long-term derivative liabilities 
Deferred credits and other liabilities 
Long-term debt, less amount due within one year 

R C C O W  

NO"-XC""Be 
Total other liabilities 

CommitmentS and eantlngeneles (see Note 12) 

C.pitnI 
Common equity (400.0 million shares aulhorired: par value $ I; 
210.9 million shares and209.5 million sharesoulsfandingat Dec. 31 ,  2007and Dee. 31,2006,rrspectively) 
Additional paid in capital 
Retained earnings 
Accumulated other comprehensive loss 
Total capital 

Told liabilities and capital 

The accompanying notes are an integral pan ofthe consolidated financial statements 

I03 

$ 5 7  
1 4  

25 0 
302.1 

- 

138.1 
35.4 
26.0 
32.7 
33.2 
18.0 

6 17.6 

12.2 
582.7 

0.1 
377.2 

3,149.4 
9.0 

4,130.6 

$ 566.7 
1.3 

71.4 
48.0 

326.5 
129.5 
46.1 
70.3 
50.5 
25 3 

142 
1,3504 - 

14.7 
555.3 

3.7 
496.1 

3,202.2 
10.4 

~ 

4,282.4 

210.9 209.5 
1,489.2 1,4663 

334.1 83.7 
(172) ( 3 0 5 )  

2,0170 __ 1,729 0 
$ 6,7652 $7,3618 - 
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~ Baric 
~ Dilutcd 
 baric 
-Diluted 
~ Baric 
- D#l"ted 

~ Basic 

>OB, - 

E 2.786 3 
749 6 

1,516 I 

854.7 
271.4 
38Y.5 
2 m  

431 4 
206.4 

16 6 
IS).! 
263 7 

(22i.2) 
il8.1 

~ - 
1.89Y.5 

636.t 

4.5 

132.0 
6X.S 

I52.I 

259,s 

112.0 

~ 

( 1 7 )  
257.5 
530 9 
214.2 
316.7 

82.1 
39" v ___ 

2006 ZOOS -- 
$ 2.6603 $ Z.2W.b 

187.8 716.3 
3.44X.I 3.0," I 
-- 
-~ 

365.3 350.2 
294.0 270.3 

450 z 412.5 
217.8 191.8 

15.6 49.3 
183.3 1611.4 
282.2 282 2 

217.1 194.7 

- - 

12n.71 1.2 
3.029.9 2.653 4 

418.2 3567 
_ _ _ _ _ _ _  
- _ _ _  

The accompanying notes are an integral pa~? of the consolidated financial statements. 

104 

335 



TAMPA ELECTRIC COMPANY 
DOCKET NO. 080317-El 
SCHEDULE NO. F-2 
PAGE 107 OF 506 

TECO ENERGY, INC. 

Consolidated Statements of Comprehensive Income 

, 
2007 2006 2oDI __ ForlhcyrmmdedDer.  JI. 

Net income $ 413.2 5 246.3 $ 274.5 
Other romorrhenrive income lloss). net of tax 

~ . . .. 
Net unreaiiled losses on cash flow hedges 
Amortization of unrecognized benefit EOS~S 

Recognized benefit costs due to curtailment 
Change in benefit obligation due u1 " a i  remeasurement 
Other wmp'ehensive income (loss), net oftax 

Comprehensive income 

The accompanying notes are an integral pan ofthe consolidated financial statements. 
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8.5 42.7 (7.2) 
13.3 42.4 (7.3) 

$ 426.5 5 2XX.7 $ 267.2 

- 
- 
- 
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TECO ENERGY, INC. 

Canrolldated Stntementr of Cash Flows 

,ni,,ims, 
Farl*r)le~,, r"drdDIc 3,, 

Cash flows fmm apernting activities 
Net income 
Adjustments to recmcile net income to net cash from operating activities: 

Depreciation and amortization 
Defmed income taxes 
Investment tax credits. nct 
Allowance for other funds used duting conshuelion 
Non-cash stack compensation 
Gain on sales of b u s i n s  i assets, pretax 
Equity in eamings of unconsolidated affiliates, ne( of cash disttihutions on earnings 
Mulotity interest 
Non-cash debt exlinguishment / exchange 
Asset impairment 
Derivatives marked to market 
Deferred recovery clause 
Receivables, less allowance for uneolleetibla 
lnventorieS 
Prepayments and other deposits 
Tanesaccrud 
Interest accrued 
ACOOU~S payable 
Other 

Cash flows from operating activities 
Cash flows from Inverting activltiei 

Capital expenditures 
Allowance for other funds used duting conshuction 
Net proceeds hom sales of husineu I assets 
Restricted cash 
Distnbutions from unconsolidated affiliates 
Other inveStments 

Cash flows (used in) from investing activities 
Cash flows fmm t insnrlng activltie6 

Dividends 
Proceeds from sale of camman stock 
Proceeds from long-term deb1 
Repayment af long-term debt 
Conhibutions f" minoity intensts 
Debt exchange premiums 
Exchange ofequity units 
Net (decrease) increase in shon-term debt 
Other 

Cash flows (used in) from financing activities 
Ne1 (decrease) increase i~ cash and cash equivalents 
Cash and cash equivalents at beginning ofthe year 
Cash and cash equivalents at end ofthe year 

Cash paid duting the year for: 
Supplemental disclosure of cash now Information 

Interest ("et of amounts capitalized)', 
lneome taxes (refind) paid 

100, 

$ 413.2 

263.7 
184.8 

(2.5) 
(4.5) 
11.6 

(246.1) 
(in.o) 
(82.2) 

2.6 
- 

(82.7) 
123.7 
51.0 
(9.61 
3.2 

26.6 
(17.n) 
(71 9) 
89 

554 0 

(494 4) 
4 5  

405 2 
29 9 
27.5 

(27.7) 
(0.4) 

(163.0) 
14.0 

444.1 
(1,137.5) 

81.3 
(21.2) 

(23.0) 

(805.3) 

- 

- 

(279.0) 
441.6 

5 162.6 

$ 262.1 
$ (10.5) 

2006 

$ 246.3 

282.2 
112.5 

(2.6) 
(2.7) 
11.5 

(67.0) 
(3.4) 

(69.6) 
2.5 

2.0 
53.4 

(26.0) 
(5.8) 
11.4 

(17.0) 
0.5 

(18.0) 
56.7 

566.9 

~ 

(455.7) 
2.7 

lW.4 
0.3 
7.3 

(6.71 
(351.7) 

(158.7) 
12.5 

327.5 
(199.31 

65.7 
~ 

- 
(167.01 

(119.3) 
95.9 

345.7 
0 441.6 

~ 

S 259.4 
$ 10.4 

loo5 

5 274.5 

2n2.2 

(2.7) 
110.8 

~ 

5.5 
(261.6) 
(35.9) 
(87.1) 
19.8 
3.2 

(2.9) 
(154.3) 
(56.7) 
(38.1) 
(11.3) 
(17.4) 
17.5 

119.0 
12.6 

177.1 

(295.3) 

278.3 
47.6 

2.8 
0.9 

34.3 

~ 

(157.7) 
16.2 

311.9 

83.1 

180.2 
100.0 

37.6 
249.0 
96.7 

s 345.7 

(494. I) 

~ 

(2.0) 

= 

5 2 ~ 8 . 9  
5 27.4 

( I  1 Included in interest paid during the year is interest paid on debt obligation for discontinued operations of$12.0 inillion for 2005. No interest was paid in 2007 or 
2Wh for debt relaled Io dimmtinucd operations. 

The accompanying notes are an integral part uffhe consolidated financial s!~taments. 
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,md,i" 

Balance, Dec. 31,2004 
Net income 
Other comprehensive IOU, after tax 
Common stock issued 
Cash dividends declared 
Final settlement a f  equity security unis  
Ammilation of unearned compensation 
Tan benefits-lock options 
Performance shares 
Balance, Dec. 3 I, 2005 
Net income 
Other comprehensive income, after tax 
Common stock issued 
Cash dividends declared 
Stock compensation expense 
Adoption FAS I23R 
Tax benefits-toek options 
Adoption FAS 158 
PeIfomsnce shares 
Balance, Dec. 31,2006 
Net income 
Other comprehensive income, after laax 
Common stock issued 
Cash dividends declared 
Stock compensation expense 
lmplemmtatim of FM 48 
Tan benefits-stock options 
Balance, Dec. 31, 2007 

TECO ENERGY, INC. 

Conralldnted Statements of Cnplul 

I .6 I .6 19.6 

6.9 6.9 173.3 

2.4 

(157.7) 

1 3  I .3 9 4  
(79 2) 
1 1 5  
I9 3) 
1 4  

5 5  
2 0 9 5 $  2 0 9 5 $  1,4663 

~~ 

-~ 

1 4  1 4  1 0 9  

11 6 

0 4  
2 1 0 9 1 6  2 1 0 9 s  1,4892 
-- -- 

. .  
274.5 

- 
$ (83.1) 

246.3 

(79.5) 

- 
$ 83.7 - 

413.2 

(I 63.0) 

0.2 

- 
IE 334.1 - 

~ 

s (51.1) 

42.4 

I21 8) 

16 (305)  

13 3 

(5.0) 16.2 
(157.7) 
180.2 

5.5 5.5 
2.4 

(6.0) (6.0) 
$ (9.3) $ 1,591.7 

246.3 
42.4 
10.7 

(158.7) 
11.5 

I .4 
9.3 ~ 

(2 I .n) 
5.5 

413.2 
16 .... $ 1,729.0 

13.3 
12.3 

(163.0) 

$ (17.2) 
0.4 

$ ~ $ 2,017.0 

(I TECO Energy had a maximum of400 million rhares of $ I par value common stock authonzed a? of Dec 3 I ,  2007,2006 and 2005 

The accompanying notes are an integrai pan ofthe consoiidated financial statements 
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TECO ENERGY, INC. 

Notes to Consolidated Financial Statements 

1. Slgnifirnnt A ~ ~ o u n t i n g  Poliries 

The significant accounting policies for both utility and diversified operations are as follows: 

Principles of Consolidation 

The consolidated financial statements include the accounts of TECO Energy, Inc. and its majority-owned subsidiaries (TECO Energy or the company). All 
significant intercompany balancer and inter-company tranractionn have been eliminated in consolidation. Generally. the equity method of accounting is used to account 
for investments in partnerships or other arrangements in which TECO Energy or its subsidiary companies do not have majority ownership or exercise ~ontrol.  

For entities that are determined 10 meet the definition of a variable interest entity (VIE), the company obtains information, where possible, to determinc if it is 
the primary beneficiary of the VIE. If the company i s  determined to be the primary beneficiary, then the VIE is conSolidated and a minority interest is recognized for 
any other third-pany interests. lf the company is not he primary beneficiary, then the VIE is accounted far using he equity or cost method of accounting. In cemin 
 circumstance^ this can result in the company consolidating entities in which it has less than a 50% equity inve~tmeni and deeonsolidating entities in which it has a 
majority equity interest. 

Use of Estimates 

The use of estimates is inherent in the preparation of financial statements in accordance with generally accepted accounting principles (GAAP). Actual results 
could differ from these estimates. 

Segment Reporting 

In 2005. only historical data is presented for TWG Merchant as all merchant assets have been divested. Any residual results for 2006 and 2007 are included in 
"Other and eliminations". 

Cash Equivnlentr 

Cash equivalents are highly liquid. high-quality  investment^ purchased with an original marurity of three months or less. The carrying amount ofcash 
equivalents approximated fair market value because of the shon maturity of thesc inntmments. 

Restricted Cash 

Restricted cash at Dec. 3 I, 2007 includes $7.1 million ofcash held in escrow related to the 2003 sale of Hardce Power Pannen (HPP). The $7.1 million will be 
released from escmw in  2012, upon maturity ofdeht financing currently held by the purchaser of HPP. Restncted cash also included other unrelated am," totaling 
approximately $0.3 million at Dec. 31, 2007. 

Restncted cash at De. 31,2006 included $30.0 million ofcash held in escrow related to the 2003 sale of TECO Coal Corporation's (TECO Coal) indirectly 
owned synthetic fuel production facilities, the $7. I million related io HPP discussed above, and other unrelated amounts totaling approximatcly $0.2 million. The $30.0 
million of cash from the synthetic fuel facility sale was retained in escrow to suppon the company's obligation under the sale agreement until the expiration ofthat 
agreement or TECO Energy achieved investment~grade credit ratings. The funds were released in December 2007 upon the attainment of the required credit ratings. 

I OH 
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Cost CPpitslilatio" 

De61 is~uance cmh-The company  capitalize^ the extemal costs of obtaining debt financing and includes them in "Deferred charges and other assets" on TECO 
Energy's Consolidated Balance Sheet and amonize~ such costs over the life of the related debt on a straight-line basis that appmximates the effective interest method. 
These amounts are reflected in "Interest expense'' on TECO Energy's Consolidated Statements of Income. 

As discussed in Note 7, in December 2007, TECO Energy completed a debt exchange offer where $899.3 million principal amount of outstanding TECO Enerby 
notes were exchanged for TECO Finance notes with substantially the same terms. Fees paid to the note holders in Connection with these transactions of $21.2 million 
were capitalized and will be amonized over the lives ofthe related TECO Finance notes. The payment of these fees is reflected as "Debt exchange premiums" in the 
Financing Section ofthe Consolidated Statement ofcash  Flows for the year ended Dec. 31.2007. 

Capirolired inferel  expense-Interest costs for the constmction of non-utility facilities are capitalized and depreciated over the service lives of the related 
propeny. TECO Energy capitalized $0.1 million of interest costs in 2005. No interest costs were capitaliled in 2007 or 2006. 

Planned Major Maintenance 

TECO Encrgy a~counts for planned maintenance projects by expensing the costs as incurred. Planned major maintenance projects that do not increase the OY~TBII 
life or value ofthe related assets are expensed. When the major maintenance materially  increase^ the life or value of the underlying asset, the cost is capitalized. While 
normal maintenance outages covering various components oflhe plants generally occur on at  least a yearly basis, major overhauls occur less frequently. 

Tampa Electric and Peoples Gas System (PGS) expense major maintenance costs as incurred. For Tampa Electric and PCS, concurrent with a planned major 
maintenance outage, the cost of adding or replacing retirement units-of-propmy is a p i t a l i d  in conformity with Florida Public Service Commission (FPSC) and 
Federal Energy Regulatory Commission (FERC) regulations. 

The San Jose and Alborada plants in Guatemala each have a long-term power purchase agreement (PPA) with EEGSA. A major ma~nfe l~an~e  revenue recovery 
component is explicit in the capacity payment poltion ofthe PPA for each plant. Accordingly, a ponion of each monthly fixed capacity payment is deferred to recogniz 
the ponion that reflects recovery of future planned maim maintenance exnenses. Actual maintenance costs are exoensed when incurred with a like amount ofdeferred 
recovery revenue recognized at the same time. 

DcpreCiatiO" 

TECO Energy subsidiaries compute depreciation primarily by the Straight-line method at annual rates that amanile the original cost, less net salvage value, of 
depreciable properly over its estimated Service life. T K O  Coal subsidiaries depreciate ceMin mining assets by the units ofproduction method that assigns a rate per 
unit produced by dividing the original cost over the estimated amount duni t s .  

Total depreciation expense for the years ended Dec. 31,2007.2M6, and 2005 was $254.0 million, $270.3 million and $267.6 million, reespectively. There werc 
no plant acquisition adjustments in 2007 or 2006, however acquiSition adjustments of $10.0 million occurred in 2005. The provision for total regulated utility plant in 
service, expressed as a percentage ofthe original cost ofdepreciable property, was 3.7% for 2007,3.9% for 2006, and 4.0% for 2005. 

Allow~nce for Funds Used During Construction (AFUDC) 

AFUDC i s  a non-cash credit to income with a corresponding charge to utility plant which represents the cost ofborrowed funds and a reasonable mtum on other 
funds used for CmStmclion. AFUDC is recorded in y e a  when the capital expenditures on eligible projects exceed approximately $36 million. The base on which 
AFUDC is calculated excludes ~ ~ n ~ t m ~ t i o n  work-in-oroeress which has b s n  included in rate base The rate iised to c a l c i i l i f ~  A F I  In? i 9  r e v i ~ d  netinAirillv tn rd7-i 

~~ ~~~~~~ ~~~~~~~ .... ._. -.. . . .. ...., .. . . . . . "  
significant changes in Tampa Elfftric's EOSI of capital. The rafe was 7.79% for 2007 and 2006. No projccts qualitied for AFUDC in 2005 while total AFUDC for 2007 
and 2006 was $6.2 million and 16 3.8 million, rerpectively. 
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Other Investments 

As of Dec. 3 I .  2007, lhe company had a total of SlS.0 million mvested in two auction rate securities, including a $5.0 million security maturing on Jun. IS, 2032 
and a $10.0 million security maturing on Jun. I, 2041. These securities eam an interest rate set in an auction every 28 days. Both the carrying amount and interest 
received are included under the same caption "Other investments", on TECO Energy's Consolidated Balance Sheet and Consolidated Statement of Cash Flows, 
respectively. 

Although the final maturities o f t h e e  securities are considered long-tmn, the company has the opportunity to sell the securitieS at par at each auction date. As 
required by Financial Accounting Standards Board (FASB) Statement of Financial Accounting Standards (SFAS) No. 115, Accounrin&!/or- Cei-roiz Inwstmenrr in Drhf 
andEquify Securiiies, any unrealized change in fair value of available-for~sale securities is reflected in other comprehensive income. Because of the auction frequency. 
the fair value of these securities has not fluctuated, and accordingly, no adjustments to fair value haw been recorded. 

l"W"t0Q 

TECO Energy subsidiaries V ~ U C  materials, supplies and fossil fuel inventory using a weighted~average cost method. l'hhese materials, supplier and oil and gas 
inventories are carried at the lower ofweightedkverage cost or market. unless evidence indeates that the weighted-average EOSI (even if in excess of market) wil l  be 
recovered with a normal profit upon sale in the ordinary course of business. 

lnve~tments in Unconsolidated Affillstes 

Investments in unconsolidated afiliatcs am accounted for using the equity method of accounting. The percentage ownership interests for each investment at Dcc. 
31,2007 and 2006 are presented in the following table: 

TECO Energy's Percent Ownership in Unconsolidated Affiliates 'I' 

De. I,. 

TECO Transport 

TECO Guatemaln 
Ocean Dry Bulk, L E ' '  

Distribution ElectticaCentroAmericana 11, S.A. (OECA 11) 
Central Goleradora Eleelrica Sm Jose, Limitada (Sm lose mCGESJ) 
Tampa Centra Americana de Electricidad, Limitada (Alborada or +CAE) 

Litestream Technologies, LLC"' 
Waldm Woods Business Center, Lld. 
TECO Funding Company I, LLC"' 
TFCO Funding Company 11, LLC'?, 

Other 

30Yo 
100% 
96% 

~ 

50% 
~ 

- 

2006 
__. 

SO% 

30% 
100% 
96% 

36Yo 
50% 

loo% 
104% 

TECO Transport was sold to an unaffiliated third pany effective Dee. 4, 2007. 
In 2004, the B S S ~ E  Of Litestream Technologies, LLC were sold in bankruptcy. The company indirectly owed a 36% interest in Litestream Technologies, LLC as 
of Dec. 31,2006. In 2007, the final disbursement to crediton was made. 
On Dec. 20,2005, all outstanding subordinated notes held by TECO Funding Company 1, LLC were redeemed and the LLC was subsequently dissolved. On Jan. 
16.2007. all outsunding subordinated notes held by TECO Funding Company 11. LLC matured. 
TECO Energy, Inc. received $63.2 million, $56.6 million and $27.0 million duing  the years ended Dec. 3 I .  2007,2006 and ZOOS, respectively, as dividends 
from unconsolidated affiliates. 

(3) 

(4) 
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Regulatory Assets and Liabilities 

Tampa Electric and PGS are subject to the provisions of SFAS No. 71, Acuunling for rhe EJj5ecrs of Colvin l)pe$ oJReplariori (FAS 71)  (see Note 3 for 
additional details). 

Delerred Income Taxes 

TECO Energy uses the asset and liability method to determine deferred income tares. Under the asset and liability method. the company estimates 11s current tax 
exposure and assess= the temporary differences resulting from differences in the treatment of items, such as depreciation, for financial rtatcmcnt and fa\ purposes. 
These differences are reponed as deferred lares, measured at c u r "  rates, in the consolidated financial sfatemens. Management reviews a11 reasonably available 

realized Ifmanagement determines that i t  is likely that some or all ofa deferred t a  asset will not be realized, then a valuation allowance is recorded to report the 
balance at lhe amount expected to be realized 

Investment Tax Credits 

and historical information, including forwadlooking information. to determine if it is more likely than not that some or ail ofthe deferred tax asset will not be 

Investment tax credits have been recorded as defmed credits and are being amortized as reductions to income tax expense over the service lives ofthe related 
propem,. 

Revenus Recognilion 

TECO Energy recognizes revenues consislent with the Securities and Exchange Commission's (SEC) Staff Accounling Bulletin (SAB) 104, R<VOIUC 
Recognition in Finonciol Sfofenimls . Except as discussed below, TECO Energy and its subsidiaries recognize revenues on a gross basis when e a "  for the physical 
delivery of products or services and the nsks and rewards ofowemhip  have transferred to the buyer. Revenues for any financial or hedge t ran~act ion~ that do not result 
in  physical delivery are reported on a net basis. 

The regulated utilities' (Tampa Electric and PGS) retail businesses and the pnces charged to cuStomers are regulated by the FPSC. Tampa Electric's whalesale 
business is regulated by FERC. See Note 3 for a discussion of significant regulatory matten and the applicability of PAS 71 to the company. 

Revenues for TECO Coal shipments via rail are recognized when title and risk of loss transfer to the customer when the railcar is loaded. Far coal shipments via 
ocean vessel. revenue is recognized under inlemational shipping standards as defined by Incotems 2000 when title and risk ofloss transfer to the customer. 

Revenues for cenain transponation services at TECO Trampon were recognized using the pementagc of completion method, n,hich included estimates ofthe 
distance traveled andlor the time elapsed, compared to the total estimated contract. 

Revenues for energy marketing  operation^ 81 TECO Gas Services are presented on a net basis in accordance with Emerging Issues Task Force No. (EITF) 99-19. 
Reporting Rwemrr G r m  os u Principal w m s  Ne1 os an Agenl , and EITF 02~3 ,  Rerognirion and Reporling of Gains and Losre.7 on Energv Tmding Conrracrr Under 
I.T.YVP.T No. 9H-lr) and 00-17, to reflect the nature ofthe contracrud relationships with customers and suppliers. As a result. costs netted against ~ e v e n u e ~  for the years 
ended Dec. 31,2007,200h and ZOOS were 52.1 million, $0.8 million and 53.8 million, respectively. 

Shipping m d  Hnndling 

TECO Coal includes the costs 10 ship pmduct to o us tom en in "Operation other expense-.-Mining related cos12' on the Consolidated Statements of Incame far 
the penads ended Dec. 31,2007,2006 and 2005. 
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Derivstiven and Hedging Artlvities 

The company classifies cash inflows and outflows related to derivative and hedging instruments in the appropriate cash flow sections associated with the item 
being hedged. In the c a ~ e  of heating oil swaps that are used 10 mitigate the fluctuations in the price of diesel fuel. the caSh inflows and outflows are included in the 
operations section. Settlements for crude oil o p t i m  that protect the cash flows related 10 the sales of investor interests in the synthetic fuel production facilities are 
included in the investing section. 

Other Income and Minority Interest 

TECO Energy eamed a significant ponion of its income indirectly through the synthetic fuel operations a1 TECO Coal. At the end of2007.2006 and ZOOS. 
TECO Coal had sold ownership interests in the synthetic fuel facilities to unrelated third-pany investors equal to 98%. These investors paid for the purchase ofthe 
ownership interests as synthetic fuel is produced. The payments were based on the amount of production and sales of synthetic fuel and the related underlying value of 
the tar credit. which was subject to potential limitation based on the price ofdomestic crude oil. These payments are recorded in "Other income" in the Consolidated 
Statements of Income. The program that provided federal income tax credits for the production ofsynthetic fuel expired Dec. 3 I, 2007. 

Additionally, the outside investors made payments towards the cost of producing synthetic fuel. These payments are reflected as a benefit under"Minori1y 
interest" in TECO Energy's Consolidated Statements of Income and these benefits comprise the majority of that line item. 

For the year ended Dee. 3 I .  2007, "Other income" reflected a phase-out ofapproximately 67%, or $140.2 million, of the benefit ofthe underlying value of any 
2007 tax credits based on an estimate ofthe average annual price ofdomestic crude oil during 2007. Should the final actual average annual pnce of domestic crude oil 
be different than this estimate, the cash payments and the benefits recognized in "Other income" and "Minority interest" will be adjusted, either positively or negatively, 
in the first quaner of2008. A phase-out of approximately 35%. or $61 .I million after-tax. was recognized in 2006 and no phase-out of the henetit was recognized in 
2045 .  

To protect the cash proceeds derived from the sale ofownership interests, TECO Energy had in place crude oil options to hedge against the "sk ofhigh oil pnccr 
reducing the value of the tax credits related 10 lhc production of synthetic furl. There instruments were marked~to~market with fair value gams and loses recognized in 
"Other income" on the Consolidated Statements of Income. For the years ended Dcc. 3 I .  2007, 2006 and 2005, the company recognized gains on marked-lo-market 
derivatives a f  $82.7 million, $2.9 million and $0.5 million, respectively. The increase in the gain from 2006 to 2007 was reflective of the increase in oil prices and the 
total vdumc of barrels hedged, which was 2.8 million barrels in 2006 compared to 25. I million barrels in 2007. 

Revenues and Cost Recovery 

Revenues include amounts resulting from EOSI recovery clauses which provide for monthly billing charges to reflect increases or decreases in fuel, purchased 
power, conservation and environmental costs for Tampa Electric and purchased gas, interstate pipeline capacity and con~ervation costs for PGS. These adjustment 
faclors are based on C O S ~ S  incurred and projected for a specific recovery period. Any  over^ or under-recovery of costs plus an intcrenf factor are taken into account m the 
pmccss of setting adjustment factors for subsequent recovery periods. Over-recoveries of costs are recorded 8s  deferred credits, and under-recoveries of costs are 
recorded as deferred charges. 

Cenain other costs incurred by the regulated utilities are allowed IO be recovered from customers through pnces approved in the regulatory process. These costs 
are recognized as the associated revenues are billed. The regulated utilities base revenues for services rendered but unbilled to provide a closer matching of 
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revenues and expenses (see Note 3). As of Dec. 31,2007 and 2006, unbilled revenues of $46.6 million and $47.R million, respectively, are included in the 
"Receivables" line item on TECO Energy's Consolidated Balance Sheets. 

Tampa Electric purchases power on a regular basis pnmarily to meet the needs of its retail ~ u ~ t o m e n .  Tampa Electric purchased power from non-TECO Energy 
affiliates at a cost of16271.9 million, $221.3 million and $269.7 million, for the years ended Dec. 3 I ,  2007,2006 and 2005, respectively. The prudently incurred 
purchased power costs at Tampa Electric have historically been movered through an FPSC-approved cost recovery clause. 

Accounting for Excise Taxes, Franchise Fees and Crass Receipts 

TECO Coal and TECO Transport incur most ofTECO Energy's total excise taxes, which are accrued as an expense and reconciled to the actual cash payment of 
excise taxes. As general expenses. they are not ~pecifically recovered through revenues. Excise taxes paid by the regulated utilities are not material and are expensed 
when incurred. 

The regulated utihlies are allowed to recover cemin costs incurred from cunomers through pricff approved by the FPSC. The amounts included in E U S ~ O ~ ~ T S '  

bills for franchise fees and gmross receipt taxes are included as revenues on the Consolidated Statements of Income. These amounts totaled S I  11.2 million. $IW.2 
million and $87.2 million for the yews ended Dec. 3 I ,  2007,2006 and 2005, respectively. Franchise fees and gross receipt taxes payable by the regulated ulilities are 
included as an expense on the Consolidated Statements of Income in "Taxes, other than income". For the years ended Dec. 3 I, 2007.2W6 and 2005. these totaled 
E l  10.9 million, $104.0 million and $87.0 million, respectively. 

Asset Impairments 

TECO Energy and 11s subsidiaries apply the provisions of FAS No. 144, Accormtitigfor the Impairment 01 Disposnl stL""g-Li"~dA.~.~~n (FAS 144). FAS 144 
addresses accounting and reponing for the impairment or disposal of long-lived assels, including the disposal of a component of a business. 

In accordance with FAS 144, !he company assesses whether there has been an impairment of i t s  long$ved assets and certain intangibles held and used by the 
company when such impairment indicaton exist. Lndicators of impairment existed for certain asset groups. triggering a requirement to ascenain the recoverability of 
these assets using undiscounted cash flows. See Note I S  for specific details regarding the results ofthese assessments. 

Deferred Chargee and Other Assets 

Deferred chargees and other assets consist primarily of mining development costs amonired on a per ton basis and offering costs associated with various debt 
offerings that are being amortized over the related obligation period as an increase in interest expense. 

Deferred Credits and Other Liah 

Other deferred credits primarily include the accrued post-retirement and pension liabilities, and medical and general liability claims incurred but not reponed. 
Thhe c08"pany and its subsidiaries' have a self-insurance program supplemented by excess insurance coverage for the cost ofclaims whose ultimate value exceeds the 
company's retention amounts. The company eStimateS its liabilities for auto, general, marine pmtectim & indemnity, and workers' compensation using discount r a m  
mandatd by statute OT otherwise deemed appropriate for the circumstances. Discount rates uicd in estimating these liabilitis at both Dec. 3 I, 2007 and 2006 ranged 
from 4.00% to 4.75%. 
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Stork-based Compenrslion 

Effective Jan. I ,  2006, TECO Energy accounts for its stock-based compensalion m accordance with FAS No. 123 (revised 2004), Shore-BasedPovmenl (FAS 
123Rj. Under the p~wis ions  of FAS i23R, share~bared compensalion cost is measured at the grant date, based on the calculated fair value ofthe award, and is 

as an expense over the employee's or director's requisite service period (geencrally the vesting peticd of the equity grant). Ptior to this, the company 
for its share-based payments under Accounting Principles Board (APE) Opinion No. 25, Accounting fw Stock Issued to Employees and ils related 

interpretations and the disclosure requirements of FAS 123, Accounfingfor Stock-Bosed Conlpmsotion , as amended by FAS 148, Accounring/or Srock-Bmed 
Canipmsotiun-Trunsirion andDiw1oturr. The company elected to adopt the modified~prospcctive transition method as provided under FAS 123R and, accordingly, 
results for prior periods have not been restated. See Note 9 ,Common Stock, for more information on share-bared payments. 

Rsrtrletianr on Dividend Payments and  Transfer of Assets 

Dividends on TECO Energy's common stock are declared and paid at the discretion ofits Board of Directors. The primary sources o f  funds 10 pay dividends on 
TECO Energy's common stock are dividends and other disttibutions from its operating companies. TECO Energy's credit facility contains a covenant that could limit 
the paymenl of dividends exceeding a calculated amount (initially $50 million) in any quaner under cenain CirCumStanCeE. Cenain long-term dcbt at PGS contains 
re~fticctions that limit the payment of dividends and distributions on the common Stock of Tampa Electric Company. 

In addition, TECO Diversified, lnc., a wholly-owned subsidiary of TECO Energy and the holding company for TECO Coal, has a guarantee related to a coal 
supply agreement that limits the payment of dividends 10 its common shareholder, TECO Energy, but does not limit loans or advances. See Notes 6,7 and 12 for 
additional information on significant financial covenants. 

Foreign Operations 

The functional currency ofthe company's foreign investments is ptimatily the U.S. dollar. Transactions in the local currency are re-measured to the U.S. dollar 
for financial reponing purposes. The aggregate re~meaiurement gains or losses included in ne1 income in 2007, 2006 and 2005 were not matctial. The foreign 
investmen8 are generally protected from any significant currency gains or I O S S ~ S  by the terms of the power sales aweements and other related ~~ntracis ,  in which 
payments are defined in U.S. dollars 

2. New Accounting Pronouncements 

Soncontrolling Interests in Consolidated Flnnncisl Statements 

In December 2007, the FASB issued SFAS No. 160, Nonconrrolling l* lerem in Consolidored Finomid Sfacmenrs (FAS 160). FAS 160 was issued to improve 
the relevance, comparability and transparency of the financial information provided by requiting: ownership interests be presented in the consolidated statement of 
financial position separate from parent equity; the amount Ofnet income attributable to the parent and the noncontrolling interest be identified and presented on the face 
of the consolidated statement of income; changes in the parenl's ownership interest be accounted for consistently: when deconsolidating, that any retained equity 
interest be measured a1 fair value; and that sufficient disclosures identify and distinguish between the interests afthe parent and noncontrolling owners. The guidance in 
FAS 160 is effective for fiscal years beginning on or after Dec. IS, 2008. The company i s  currently assessing the impacl of FAS 160, but does not believe it wlll be 
mataial to its results ofoperatiom, ~tatement ofposition or cash flows. 

Business Combinations (Revised) 

In December 2007, the FASB issued SFAS No. 141R, Busineu Combinations (FAS 141R). FAS 14 I R was issued to improve the relevance, representational 
faithfulness, and comparability of information disclosed in 
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financial ~tatements about busmess combinations. The Statement establishes principles and requirements for how the acquirer: I )  recognizes and measures the assets 
acquired, liabilities assumed and any noncontr~lling interest in the acquire;  2) recognizes and mea~urcs the goodwill acquired; and 3) determiner what information to 
disclore far users offinancial statements to evaluate the effects ofthe business combination. The guidance in FAS 141R is effective prospectively for any business 
combinations for which the acquisitxan date is on or after the beginning ofthe first annual reporting period beginning on or after Dcc. 15,2008. The company will 
assess the impact of FAS 141R in the event it enters into a business combination whose expected acquisition date is subsequent lo the required adoption date. 

Offsetling Amounts Relaled to Certain Contracts 

In April 2007, the FASB issued FASB Staff Position (FSP) FrN 39-1, T h i s  FSP amends FASB hterpretation No. 39, O//seaing oJAmounls Relatedro Ceriain 
~ ~ ~ i ~ ~ ~ i , ~  by allowing an entity to offset fair value amounts recognized for the right to reclaim cash collateral (a receivable) or the obligation to retum cash collateml (a 
payable) against fair value amounts recognized for derivative instruments executed with the same counterparty under a master netting amgemen t .  The guidance in this 
FSP i s  effective for fiscal years beginning after No". 15,2007, The Company adopted this FSP effective Jan. I ,  2008 without any effect on its re~ults ofoperations, 
statement of position or cash flows. 

Fair Value Option For Financial Assets and Financial Linbilities 

In February 2007, the FASB issued SFAS NO. I SY, The Foir Value OprionJor Firtuncrol Assels ond Finmciol L i ~ ~ i l s i ~ - - l ~ ~ ~ l ~ d i ~ ~  on omendmolt oJFASB 
Siai~men, No. 115 (FAS 159). FAS IS9 permits entities to vhwse to measure many financial instruments and certain other items at fair value that are not currently 
required to be measured at fair value. The objective of FAS 159 is to provide opportunities to mitigate volatility in reponed eamings caused by measuring related a ~ ~ e t ~  
and liabilities differently without having to apply hedge accounting provisions. FAS I 59  is effective for fiscal years beginning a?er No". 15, 2007. The company 
adopted FAS I59  effective Jan. I .  2008, but did not elect to measure any financial instmments at fair value. Accordingly, ill adoption did not have any effecl on its 
results ofoperalmns, Statement of position or cash flows. 

Fair Value Measurements 

In September 2006, the FASB issued FAS No. 157, Fuir Vulue Meusuremom (FAS 157). FAS 157 defines fair value, establishes a framework for measuring 
fair value under generally accepted accounting principles, and expands disclosures about fair value measurements. FAS I57 emphasizes that fair value is a market- 
based meanoremcnt. not an entity~specific measurement, and states that a fair value measurement should be determined based on the assumptions that market 
panicipants would use in pricing the asset or liability. FAS I57 applies under Other accounling pronouncements that require or permit fair value measurements. 

FAS 157, among other things, requires the company to maximize the use ofobservable inputs and minimize thc use ofunobservable inputs when measuring fair 
value, and specifies a hierarchy of valuation techniques based on whether the inputs to those valuation techniqusr arc observable or unobservable. Observable inputs 
reflect market data obtained from independent E O U ~ C ~ S ,  while unobservable inputs reflect the company's market assumptions. FAS 157 defines the following fair value 
hierarchy, based on these two types of inputs: 

Level I 4 u o t e d  prices for identical instruments in aclive markets. 

Level 2 4 u o t e d  prices for Similar instruments in active markets; quoted prices for Identical 07 similar instruments in markets that are not active; and 
model derived valUstionS in which all Significant inputs and significant value drivers are observable in active markets. 

Level 3-Mcdel derived valuations in which one or more significant inputs or significanl value drivers are unobservable. 
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The effective date is for fiscal years beginning afler No". I S ,  2007. In Novcmber of 2007, the FASB granted a one year defeml for "on-financial -sets and 
liabilities. AS a rcrult, the company adopted FAS 157 effective Jan. I .  2W8 for financial assets and liabilities. Financial assets and liabilities of the company measured 
at fair include derivatives and cenain investments, for which fair values are primarily based on obsmable inpull. 

During 200X, the company will continue to evsluate FAS 157 for the remaining non-financial assets and liabilities to be included effective Jan. I ,  2009. The 
company does not believe the impaci of adoption for the remaining non~tinancial assets and liabilities will be material to its res~lts of operations, statement ofposition 
orcash flows. 

3. Regulatory 

As discussed in Note 1, Tampa Elwulc's and PGS's retail businesses are regulated by the FPSC. Tampa Eleclric is subject to regulation by the Federal Energy 
Regulatory Commission ("FERC") under the Public Utility Holding Company Act of 2005 ("PUHCA ZOOS'), which replaced lhe Public Ulility Holding Company Act 
of 1935 which was reoealed. However. ~ u r w a n t  lo a waiver manled in accordance with FERC's reeulationr. TECO Enerrv i s  not subicct 10 certain afthe accountine. . .  I ~ 

record~keeping, and reponing requirements prescribed by FERC's regulations under PUHCA 2005. 

Base RntesTampn Eleeblc 

Tampa Electric's rates and allowed retum on equity (ROE) range of l0.75%0 to 12.75%~ with a midpoint of I I .75% are in effect until such time as changes are 
occasioned by an agreement approved by the FPSC or other FPSC actions resulting from rate or other proceedings initiated by Tampa Electric, FPSC staff or other 
interested panies. Tampa Electric's base rates were last set in a 1992 proceeding. 

Cost Recovery-Tampa Electtie 

In September 2007, Tampa Electric filed with the FPSC fur ~pprovul of fuel and purchased power, capacily, environmental and ~onserviltion cost rccovery rates 
for the period January 2008 thmugh December 200X. In November 2007, the FPSC approved Tampa E ~ c c ~ ~ c ' s  requested change. The rates include the impacts of 
natural gas and coal pnces expected in 2008, the refund of the overestimated 2007 fuel and purchased power expenses, the collection of previously unrecovered 2006 
fuel and purchased power expenses, the pmceeda from the aciual and projected sale ofexcess sulfur dioxxde (SO: ) emissions allowan~es in 2007 and 2008 and the 
operating cost for and a return on lhe capital invested on the Selective catalytic reduction (SCR) projects to enter service on Big Bend Units 3 and 4 as well as the 
operating and maintenance (O&W costs associated with the Big Bend Units I and 2 pre-SCR projects, which are required by the Envimnmental Protection Agency 
(EPA) Consent Decree and Florida Depanmenl ofEnvironmenta1 Protection (FDEP) Con~ent  Final Judgment. In addition, the rates reflect the FPSC's September 2004 
decision to reduce the annual cost recovery amount for water transponatlon Services for coal and petroleum coke provided under Tampa Electric's contract with TECO 
Transpon described below. As pan ofthe regulatory process, if is masonably likely that third psnies may intervene on similar matters in the future. The company i s  
unable to predict the timing, nature M impact of such future actions. 

Base Rates-PGS 

PGS' rates and allowed ROE range of 10.25% to 12.25% with a midpoint of I 1.25% arc in effect until such time as changer are occasioned by an agreement 
approved by the FPSC or other FPSC actions resulting from rate or other proceedings initiated by PGS, FPSC staff or other interested panies. PGS' current base rates 
have been in effect since 2003. 
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Cost Recovery-PGS 

In September 2007, PGS tiled ill annual request with the FPSC to change i ts Purchased Gas Adjustment (PGA) cap factor for 2008. The PGA rate can vary 
monthly due to changes in achlal fuel costs but is not expected to exceed the FPSC approved annual cap. In November 2007, thc FPSC approved the cap factor under 
PGS' PGA for the period January 2008 through December 2008. 

SO, Eminnion Allownnres 

The Clean Air Act Amendments of 1990 established SO, allowances to manege the achievement of SO, emissions requirements. The legi~lation also established 
a market-based SO; allowance trading component. 

An allowance authorizes a utility to emit one ton of SO- during a given year. Thhe EPA allocates allowances to utilities based on mandated emissions reductions. 
At the end ofeach year. a utility must hold an amount ofallowances at least equal to its annual emissions. Allowances are fully marketable and: once allocated, may be 
bought, sold, traded or banked far use currently or in future years. In addition, the EPA withholds a small percenwge ofthe annual SO, allowances it  allocate^ to 
utilitie~ far auction sales. Any resulting auction proceeds are then forwarded to the rcspective utilities. Allowances may not be used for compliance prior 10 the calendar 
year for which Uley are allocated. Tampa Electric a c c ~ u n t ~  for these using an inventory inodel with a zero basis for those a l lowan~e~  allocated to the company. Tampa 
Electric recognizes a gain at lhe time of sale, approximately 95% of which accrues to retail c u ~ t o m e r ~  through the environmental cost recovely clause. 

Over the years, Tampa Electric has acquired  allowance^ through EPA allocations. Also, over time, Tampa Electric has sold unneeded  allowance^ based on 
compliance and allowances available. The SO, allowan~es unneeded and sold resulted from lower emissions at Tampa Electric brought about by environmental actions 
taken by the company under thc Clean Air Act. 

For the year ended Dec. 3 I ,  2007, Tampa Electric sold approximately 168,000 allowances, resulting in proceeds of $91 . I  million, the majority ofwhich is 
included as a cost recovery clause regulatory liability. In the years ended Dec. 31,2006 and 2005, approximately 44,500 and 100,000  allowance^ were sold for $45.0 
million and $79.7 million in proceeds. respectively. 

Other Items 

Slorm Duniqe Cosi Recoim 

Tampa Electric accrues $4 million annually to fund a FERC-authorized, self-insured storm damage reserve. T h i s  reserve was created afler Florida's investor 
owned utilities (IOUs) were unable to obtain transmission and distribution insurance coverage due to destructive acts of nature. 

The FPSC approved Tampa Elechic to reclassify appmximately $39 million of 2004 humcane restoration costs as plant in service (rate hare). With this 
adjustment and the normal $4 million annual storm accrual, Tampa Electtic's storm reserve was $20.0 and $16.0 million as of D e .  31.2007 and 2006, respectively 

Coal Trmspormron Confrocf 

In September 2004. the FPSC voted to disallow a portion ofthe costs that Tampa Electric can recover f" its c u ~ t o m m  for water transponation seivice~ under 
a five year transportation agreement ending Dee. 31.2M8. The  amount^ diwllowed, and excluded hom the recovery unda  the fuel adjustment clause, were $15.1 
millton, $15.3 million and $14.1 million for the years ended Dec. 3 I, 2007. 2006 and 2005, respectively. 
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Regulatory A~setr and Liabilities 

Tampa Electric and PGS maintain their  amount^ in accordance with recognized policics ofthe FPSC. Ln addition, Tampa Electric maintains its accounll in 
accordance with recognized policies prescribed or permitted by the Federal Energy Regulatory Commission (FERC). 

Tampa Electric and PGS apply tho accounting treatment permitted by FAS 71. Areas of applicability include: defmal of revenues aud expenses under approved 
regulatory agreements; revenue recognition resulting from EOSI recovery clauses that provide for monthly billing charges to reflect increases or decreases in fuel, 
purchased power, c~nservafion and environmenlal costs; and the deferral of costs as regulatory asses 10 the period that the regulatory agency recognizes them when 
cost recovery is ordered over a period longer than a fiscal year. Details of the regulatory a w l s  and liabilities as of Dec. 3 I, 2007 and 2006 are presented in the 
following table: 

Regulatory Assets and Lhbll i t iar 

(m;,,i"m, 

Regulatory P I I C ~ ~ :  
Regulatory tax asset'" 
Other: 

Cost recovery clause\ 
Post-retirement benefit asset 
Deferred bond refinancing coLP 
Envimnmental remediation 
Competitive rate adjustment 
Other 

Total other regulatory assell 
Total regdatory assets 
Less: current poni"" 
Long-term regulatory assets 
Regulatory liabilities: 

Regulatory tax liability." 
Other: 

Deferred allowance auction erediw 

Envimnmmlt.1 remediation 
Transmission and delivery storm re~erve 
Deferred gain on property 5 8 1 ~ "  

Accumulated reserve-cost of removal 
Other 

cost recovery ElaYSeS 

Total other regulalory liabilities 
Total replatory liabilities 

Long-tem regulstory liabilities 

Related to plant life and denvatwe positions. 
Amonimd over the term of the related debt instrument. 
Amoniwd over a 5-year period with various ending dates. 

Less: current pDniOn 

(I) 
(2) 
(3) 

m c .  5,. 
2007 - 

s 62.5 

47.2 
97.5 

25.5 
i 1.4 
5.4 
4.7 

191.7 
254.2 

67.4 
S 186.8 

- 
~ 

- - 
$ 18.8 

0.1 
18.9 
11.4 
20.3 

4.7 
543.5 

599.3 
618.1 
35.4 

6 582.7 

0.4 - 
~ 

=E 

Der 3,. 
2006 - 

$ 49.5 

239.2 
148.9 

26.7 
12.3 
5.5 
4.9 

437.5 
487.0 
255.7 

$ 231.3 

- 

- 
s 20.6 

0.8 
28.9 
12.3 
16.3 

6.8 
516.1 

0.2 
581.4 
602.0 
46.7 

$ 555.3 

- 
- 
- - 
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All regulatory a~se l i  are being recovered through the regulatory process. The following table funher deiails OUT regulatory assets and the related recovery 
periods: 

Regulatoly assets 

IUD7 208% - -  ,miIlloW Der 31, 

Clause recoverable" 6 52.6 6 244.1 

Eaming a rate of retum'" 101.7 152.6 
Regulatory iax assets"' 02.5 49.5 
Capital stmcture and other" 

Total 
37.4 40.2 

$ 254.2 16 487.0 
_ _ -  - -  

To be recovered thmugb cost recovery clau~es approved by the FPSC on a dollar for dollar basis in the next year. The decrease between years is pinncipally due 
tu the recovery ofpreviously unrecovered fuel costs. 
Primarily reflects allawed warking capital, which i s  included in rate base and eams an 8.2% rate of relum as permitted by the FPSC. 
"Regulatory tax assets" and Tapiial  srmcfure and othei' regulatory assets have a recoverable period longer than a fiscal year and are recognized over the period 
authorized by the regulatory agency. Also included are unamortized loan costs which are amonized over the life ofthe related debt instruments. See footnotes I 
and 2 in the prior table for additional informalmn. 
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4. IncomeTax Expense 

Income tax expense C O ~ S ~ S ~ S  of the following components 

Income Tar Expense (Benefit) 

Continuing operatiom 
Current payable 
Deferred 
Amortization of invcsmmt tar credits 
Income tax expense from continuing operations 

Defmed 
Income tax benefit from discontinued operations 

Discontinued opmtions 

Total income tar expense 
2006 
cuntinuing OperatiOnS 

Cummt payable 
Deferred 
Amdration of investment tax credits 
Income tar expense from continuing operauons 

Dcfmed 
Income tax expense (benefit) from discontinued apeations 

Discontinued operations 

Total income tax expense 
2 w 5  
Continuing operations 

Current payable 
Deferred 
Amonizatian of investment tax credits 
Income tax expense from continuing operations 

Deferred 
Income tan expense (benefit) from discontinued operations 

Discontinued operations 

Total income tax expense 

F&rd 

$ 2.8 
178.6 

(2.5) 

(14.3) 
(14.3) 

178.9 - 

$ 1646 - 

$ 1.0 
87.2 

85.6 

8.5 
8.5 

$ 94.1 

36) 

- 
~ 

- 

$ 2.0 
63.7 

( 2 7 )  
63.0 

35.3 
35.3 

$ 98.3 

- 
- 
- 

S 0.7 $ 14.1 S 1 7 . 6  
20.5 199.1 ~ 

- - 3) 
0.7 34.6 ~ 214.2 

s 2 8  IE 5 4  $ 9.2 
0 2  24 7 112 I 

0 4  - (8 1) 
s 3 0  16 2 2 0  $1191 

s I 5  s 9 0  $ 185 
08 21 6 86 1 

~ 3) - 
8 3  3 0 6  - 101 9 

As discussed in Note 1, TECO Energy uses the liability method to determine deferred income taxes. Based primarily on the rever~al ofdeferred income fax 
liabilities and future earnings ofthe company's core utility operations, management bas determined that the net deferred tax assets recorded at Dec. 3 I .  2007 will be 
realized in future periods. 
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The principal components of the company's deferred fax arset~ and liabilities recognized in the balance sheet arc as follows: 

Deferred Income Tar AII~IS and Linbilitiss 

p;,,;." Dec. 31, 2007 2006 

Defemd income fax assets 
Altemative minimum tax credit carryforward $ 196.6 $ 197.6 
Investment in partnership 
Net operating loss canyfonvard 
Other 

Total deferred income tax assets 
Deferred income tax liabilities 

Propeny related 
Defend  fuel 

Total deferred incometax liabilities 
N e  deferred tax assets 

61.8 55.3 
508.2 763.4 
160.1 141.9 

$ 926.7 $ 1,164.2 

(487.2) (468.5) a) (65.5) 
(501.8) ~ (534.0) - 

$ 424.9 - $ 630.2 - - - 
At Dec. 3 I ,  2007, the company has cumulative unused federal and statc (Florida) net operating losses ofapproximately $1322.9 million and $663.2 million, 

respectively, expiring in 2026 and 2027, respectively. In addition, the company has unused general business media of $2.2 million and unused foreign tax credits of 
$6.4 million expiring in 2026 and 2016, respectively. The company also has available allemalive minimum tax credit carryforwards for tax purposes ofapproximately 
$197.0 million which may be used indefinitely to reduce federal income taxes. 

Effective Income Tax Rate 

WiUiuU Furlheyran mndedDec. 31, 

Net income from continuing operations before minority interest 

Net income f" continuing operations 
Total income tax provision 
Income from continuing operations before income taxes 
Income taxes on above at federal statutory rate of 35% 
Increase (decrease) due to 

Stale income tax, net a f  federal income tax 
Foreign income taxes 
Amortization of investment tax credis 
Permanent reinvestment-foreign income 
Non-conventional fuels tar credit 
AFUDC equity 
Dividend income 
State rate change 
State valuation allowance 
Depletion 

Plus: minority interest 

2007 
$ 316.7 

82.2 
398.9 
214.2 
613.1 
214.6 

22.5 
1.9 

(2.5) 
( I l .0 )  
(1.4) 
(8.61 

- 
2.0 

(7.8) 
( 2 . 5 )  Other 

Total income tax provision fiom continuing operations $ 214.2 
Provision for incomc taxes ar a percent of income from continuing operations, before income taxes 

34.9% 

121 

18.7 18.1 
2.2 6.6 

(2.6) (2.71 
(9.2) (9.4) 
(2.1) 
(1.0) 

- 

- 
- I .6 
2.1 2.4 
2. I 

(9.8) (8.4) 
(9.4) (15.8) 

- 

$ 118.7 $ 101.9 

32.7"h 32.6% 
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For the three years presented, we experienced a number of events that have impacted the overall effective tax rate on continuing operations. These events 
included pennaneni reinvestment of foreign income under APB Opinion No. 23, AccounlingJbr 'Torrs-Special Areas (APB 23), adjustment of deferred tax 8 ~ 9 1 ~  fur 
the effect ofan enacted change in state tar rates, depletion, repatriation of foreign EOUTCC income to the United States, and reduction of income tax expense under the 
new 'tonnage tax" regime. The change in the 2007 effective tax rate i s  principally due to the taxation ofeamings as a result of the sale of TECO Transport in 
consolidated filing states with higher tax rates, the projected sfate tax rate at which vatiour deferred items will reverse as a result of this sale, and lower depletion. See 
below for a discussion of discontinued operations in 2007 

At Dec. 3 I ,  2007, the portion ofcumulative undistfibuted eamings from OUT investments in EEtiSA was approximately $87.8 million. With the exception ofthe 
eamings repatriated in 2005, these eamings have been, and are intended to be, indefinitely invested in foreign operations. Therefore, no provision has been made for 
U.S. taxes or foreign withholding taxes that may be applicable upon actual or deemed rcpatriation. 

On Oct. 22, 2004, the President ofthe United States signed the American Jobs Creation Act of 2004 (the Act). The Act creates a temporary incentive for U.S. 
corporations ta repatiate accumulated income eamed abroad by providing an 85% dividend received deduction for certain dividends from controlled foreign 
corporations. Thhe company elected 10 apply Code Section 965 with respect to i l l  2005 dividends. For the twelve months ended Dec. 31,2005, the company repatriated 
$38.9 million, resulting in $I .0 million ofaddilional tax expense net of foreign lax credits. The tax savings related 10 the repatriation provision of the Act are reflected 
tn the "Other" categoly in the effective income tax rate. 

Code Section 248 ofthe Act also introduced a new "tonnage tar"which allows corporations to elect to exclude from gross income certain income from activities 
connected with the operation o f a  U.S. flag vessel in U.S. foreign trade and become subject IO a tax imposed on the p~1-10" weight of the qualified vessel instead. Thhe 
company elected to apply Code Section 248 for qualified vessels in 2006 and 2005. The tax savings related to the tonnage tax regime are reflected in  the "Other" 
category in the effective income tax rate. 

The actual cash (refunded) paid for income taxes as required for the alternative minimum tax, state incomc faxes and prior year audits in 2007, 2006 and 2005 
was W0.5)  million, $10.4 million and 627.4 million, respectively. 

In June 2006, the FASB issued FASB Interpretation Number 48, Accountin~/br Uncerminty in Inconre Tmex-on inferpreiotron of FASB Sruienteni No. 109, 
Accounr;ng/or Income T o m  (FIN 48). FIN 48 addresses the defemination ofwhether tax benefits claimed or expected to he claimed on a tar ream should be 
recorded in the financial ~tatements. Under F M  48, the company may recognize the tax benefit from an uncertain tax position only if it is more likely than not that the 
tax position will be sustained on examination by the taxing authorities, based on the technical merils of the position. The tax benetits recognized in the financial 
statements hom such a position should be measured based on the largest benefit that has a greater than fifty percent likelihood of being realized upon ultimate 
settlement. FM 48 also provides guidance on derecopition. classification, interest and penalties on income taxes, accounting in intcrim periods. and requires increased 
disclosures. 

The company adopted the provisions of F M  48 effective Jan. I, 2007. As a result of the implementation of FM 48, the company recogmred a $0.1 million 
decrease in the deferred tar liability for uncertain tax benefits with a corresponding increase to the Jan. I, 2007 balance ofretained eamings. Subsequent to the 
implementation Of F M  48, the company recognized in the second quarter $14.3 million oftax benefits in discontinued openations a a result of reaching favorable 
conclusions with taxing authorities. Additionally. during the fourth quarter of 2007, the company recognized $I .9 million of current tax expense from an uncemin tar 
position that did not meet the "more likely than not"cfiteria. Lastly, the company has had On-going discussions with slate tm authorities related to tax ~ S S U ~ S  addressed 
prior to the adoption of F M  48. The principle remaining issues relate to how a state taxes thc sale of various revenue components and how if treats the nature ofthe sale 
of various 
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pannerrhip infprprfs. There i s  a reasonable possibility that these issues may be resolved in the next twelve months. At this time, the Company docs not have sufficient 
mformation to determine whether these issues will be resolved favorably. As a resulr, the Company has recorded a full valuation allowance as the most pmbable 
outcome. If these matten are positively settled. they would increase earnings in the period oisettlement. If unfavorably resolved, they would have no impact on 
earnings. but they would result in  a decrease in operating cash flows. The gross exposure on this issue as of De. 31, 2007 is approximntely $12.7 million. 

Thhe following table provides a reconciliation of Unrecognized Tax Benefits at the beginning and end af2007: 

Uorerognized Tax Benefits 

,in mr,,,ons, 

Addition for tax positions of the current year 
Balance, Jan I, 2W7 $ 112 

2 9  
Additions for tax provision of prior y e m  
Reductions for tax positions ofprior years for: 

Changes in judgement 
Senlements during the period 
Lapses of applicable statute of limitation 

Balance. Dec. 31, 2007 

0.8 

Thhe company recognizes interest and penalties associated with uncenain positions in "Operation other e x p e n s e 4 t h e i '  in the Consolidated Statements a i  
Income. In 2007, the company recorded approximately $0.9 million oipre-tax charges for interest only. Additionally, the company has recognized approximately $2.0 
million and $1.  I million of interest on the balance sheet as of Dee. 31,2007 and 2006, respectively. No amounts have been recorded for penalties. 

The company's U.S. subsidiaries join in the filing ofa U.S. federal consolidated income tax ~ m m .  The Internal Revenue Sewice (IRS) concluded its 
examination of the company's consolidated federal income tax retllrns for the 2005 and 2006 tax years during 2007. The U.S. federal Statute of limitations remains open 
for the year 2007 and onward. Year 2007 is currently under examination by the IRS under the Compliance Assurance Program, a program in which the company is a 
panicipant. The company does not expect the settlement ofcurrent IRS examinations 10 significantly change the total amount of unrecognized tax benefits for the 2007 
tax year. Foreign and U.S. state jurisdictions have statutes of limitations generally ranging from 3 to 5 years from the tiling of an income tax mum. The state impact of 
any federal changes remains subject to examination by various states for a period of up to one year aRer formal notification to the states. Years still open to examination 
by taxing authorities in major state and foreign jurisdictions include 2002 and onward. 

5. Employee Postretirement Benefits 

In September 2006, the FASB issued SFAS No. 158, Employer's Accounrin~/or DefinedBmeJit Pension and Other Posrreriremenr Plans, on amendment of 
FASB Sfolemenis No. 87, U8, 106 orid 132iR) (FAS 158). The company adopted FAS 158 on Dec. 3 I ,  2W6. This standard requires the recognition in the statement a f  
financial position the over-funded or under-funded status of a defined benefit postretirement plan, measured as b e  difference between the fair value oiplan asseis and 
the bcnefit obligation in the case "fa  defined benefit plan, or the accumulated postretirement benefit obligation in the case of other pastretiremcnt benefit plans. As a 
result oithis standard, the company reponed as ofDec. 3 I .  2006, a $125.8 million increase in benefit liabilities on the balance sheet and a $21 .8 m~llion accumulated 
other comprehensive IOSS. net of estimated tax benefits. In addition, as a result of the application of FAS 71 to the impacts of PAS 158, Tampa Electric Company 
recorded $91.9 million in both benefit liabilities and regulatoly assets as of Dec. 3 I ,  2006. Thin standard did not affect the results ofaperations. 
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Pension Benefits 

TECO Energy has a non~contributory defined benefit retirement plan that covers substantially all employees. Benefits are based on employees' age, years of 
service and final average earnings. 

Amounts disclosed for pension benefits also include the unfunded obligations for thc supplemental executive mtirement plan. This is a non-qualified, non~ 
contributory defined benefit retirement plan available to certain members of Senior management. 

TECO Energy reponed other comprehensive income of1642.7 million in 2006 for adjustments to the minimum pension liability. The adjustments to other 
comprehensive income related to the minimum pension liability in 2006 are net of $35.1 million of attcr-tax charges that, for regulatory purposes prescribed by FAS 71, 
were recorded as regulatory assets for Tampa Electric and PGS. TECO Energy had recorded other comprehensive losses of $7.2 million in 2005 related to adjustments 
to lhe minimum pension liability associated wilh the pension plans; there were no impacts of FAS 71 in 2005 related 10 the additional minimum pension liability 
adjustments (see Note 10). 

Other Portretirement Benefits 

TECO Energy and its subsidiaties currently provide cenain postretirment health care and life in~urance benefits for subsfantially all employees retiring atter age 
50 meeting certain service requirements. The company contribution toward health care coverage for most employees who retired afler the age of 55 between Jan. I, 
I990 and Jun. 30,2001 is limited to a defined dollar benefit based on WYICC. The company contribbutim toward pre-65 and post-65 health care coverage far most 
employees retiring on or atter Jul. I, 2001 is limited to a defined dollar benefit based on an age and service schedule. In 2008, the company expects to make a 
contnbution of about $13.5 million to this propram. Postretirement benefit levels are substantially unrelated to salary. The company reserves the rieht to terminate or 
modify the plans in whole or in  part at any time. 

On Dec. 8,2003, the Medicare Prescription Drug, Improvement and Modemilation Act of 2003 (the MMA) was signsd into law. Beginning in 2006, the new 
law added prescription drug coverage to Medicare, with a 28% tax-free subsidy to encourage employers to retain their prescription drug programs for retirees, along 
with other key provisions. TECO Energy's current retiree medical program for those eligible for Medicare (generally over age 65) includes coverage for prescription 
drugs. The company has determined hat prescription drug benefits available to certain Medicare-eligible participants under its defined-dollar-benefit pnstretirement 
heallh care plan are at  least "actuarially equivalent" to the standard drug benefits that are offered under Medicare Pan D. 

On May 19,2004, the FASFJ issued FASB Staff Position No. 106-2, Arrounfrng andDirclosure Requirements Relotcd 10 the Medicore Pmxription Dmg, 
Improvmcnr ond Modemimion A d  of ZOO3 (FSP 106-2). The guidance in FSP 106~2 requires (a) that the effects of the federal subsidy be considered an actuarial gain 
and recognized in the same manner as other actuarial gains and I O S E ~ S  and (b) certain disclosures for employerr that sponwr postretirement health care plans that 
provide prescription drug benefits. TECO Energy adopted FSP 106-2 retroactive for the second quarter of 2004. 

The company received its first subsidy payment under Pan D in 2006 for the 2006 plan 
application with the Centm for Medicare and Medicaid Services (CMS). 
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Obligations and Funded Status 

,miflio"r, 

Change 1" beneflt obligation 
Net benefit obligation at prior measurement date'' 
Sewice cost 
Interest cost 

Plan participants' conhibutions 
Actuarial (gain) loss 
Plan amendments 
Cumilment 
Special terminatim benefiu 
Gross benefits paid 
Federal subsidy on benefits paid 
Net benefit obligamn at measurement date"' 

Change in plan a66et~ 

Fair value of plan a ~ ~ e t s  at prior measurement date"' 

A c t ~ s I  mum on plan assets 
Employer contributions 
Plan participants' contributions 
Gross benefits paid 
Fair value of plan a ~ ~ e t ~  at mea~urment date" 

Funded statu$ 
Fair vdue of plan a ~ ~ e t s  
Benefit obligation 
Funded SWNS a1 meamremen1 date', 

Net cantnbutians after measurement date 
Unrecognized net actuarial loss 
Unrecognized prior service (benefit) cost 
Unrecognizzd net transition (asset) obligation 
Accrued liability at end of year 
Amounts Recognized In Bslaaee Sheet 
Long-term regulatory assets 
Accrued benefit costs and oIher current liabilities 
Deferred credits and other liabilities 
Accumulated olhm comprehensive loss (income) (pmax) 
Net amount recognized at end of year 

PIorion Bmrnlr 

ZOO7 2006 

F 569.9 $ 562.1 
16.0 15.8 
33.0 30.7 
- - 

(21.9) (4.5) 
- 0.3 

(6.1) 
0.6 

(34.6) (34.2) 
Ilia nia 

$ 557.2 $ 569.9 

- 

- 

$ 435.2 $ 434.7 
56.6 27.0 
35.5 7.7 
- - 

other &"a 

2007 2006 

$ 202.8 $ 206.2 
5.3 5.9 

12.2 11.3 
3 6 3.3 

(8.41 (9.91 
(3.8) 
(2.1) 

- 

- 

- __ 
(14.8) (13.4) 
0.9 (0.6) 

$ 195.7 $ 202.8 

6 -  16 -- 
- - 
11.2 10.1 
3.6 3.3 

(346) (342) (148) (134) 
$ 4927 16 4352 $ - $ -  

0 4927 $ 4352 $ - 0 
557 2 569 9 I957  202 8 

(64.5) (134.7) (195.7) (202.8) 
26.1 30.8 2.6 2.1 
81.9 138.8 5.9 15.6 
(3.21 (4.51 18.9 29.7 

I 1  7 16.5 - - 
16 4 0 3  5 3 0 4  $ (1566) $ (1389) 

5 57.2 0 99.1 6 40.3 5 49.8 
(4.5) (1.3) (13.6) (12.8) 

(34.0) (103.3) (179.5) (190.0) 
21.6 35.9 (3.8) 14.1 

9 40.3 6 30.4 16 (156.6) $ (138.9) 

( I )  The measurement date was Sep. 30, 2007 and 2006. In accordance with FAS 158, the company will move 10 a year-end meuuremenf date effective Dec. 3 I ,  
2008 under the 15-month Uansition approach. 

Amounts recognized in accumulated other camprehenrive income comi~t  of 

Net aetuanal loss (gain) 
Prior service cost (credit) 
Tmninsitian obligation (asset) 

Pond"" B<"*"h other B o n e l r  
2m7 2 w 6  2007 2W6 - -  

S 20.4 $ 35.4 S (15.0) $ (5.5) 
I .2 0.5 8.6 15.9 

2.6 3.7 
S 21.6 0 35.9 u) - -  $ 1 4 . 1  

- - _ _  - 
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The accumulated benefit obligation for all defined benefit pension plans was $493.0 million and $508.3 million a1 Sep. 30, 2007 and 2006, respectively. 

Information for pension plans with 8. areumulsted benefit obligation in excess of plan assets: 

Accumulated benefit in excess of plan ~ s s e t s  

2007 2006 - -  JMi,,fO",, 

Projected benefit oblig~tion, measurement date $ 557.2 $ 569.9 
Accumulated benefit obligation, measurement date 4V3.0 508.3 
Fair Value of plan assets, measurement date 492.7 435.2 

Components of Net Periodic Benefit Cost and Other AmOUDts Recognized in Other Comprehensive Income: 

1mi,,hL,, 

Net periodic benefit  COP^ 
Service cost 
lntemt COS1 

Expected rerum on plan assets 
Amortization of 

Actuarial loss 
%or service (benefit) mt 
Transition (asset) obligation 

Cunailment loss 
Settlement loss 

Net periodic benefit cost 

16 1 6 . 0 s  i s . n $  1 6 . 2 ~  5.3 $ 6.0 $ 6.5 
33.0 30.7 32.7 12.2 11.3 11.2 

(36.3) (35.7) (37.2) 

- ~~ 9.1 8.8 4.3 0.5 
(0.5) (0.5) (0.51 2.8 3.0 3.0 

- (0.21 2.5 2.7 2.7 - 

- - - -. 6.4 (0.4) 
- - - - 1 4  ~ 

$ 2 0 9  Is 191 (6 167 $ 2 9 2  -5 16 234  ---- 
In addition to the c o s t ~  shown above, $0.6 million of special termination benefit Costs were recognimd in 2007 related to pcnsion benefits 

Other Changes 1. Plan Assets and Benefit Obligations Recognized in Other Comprehensive Income'? 

M O " m , " t  ad,urllnrnl 
'or the ye., 18 

B d s n r ~  at mded imp,"", Bdance .t 
,mru;onr, Da.I l . 2005  0%. 31,2006 FAS 158 Dee. 31. N U 6  

- Additional minimum pension liability $ (51.5) e 42.7 $ 8.8 $ 
Unrecognized pension IOSS~S and prior srwiec costs - - (22.0) (22.0) 

obligations - - (8.6) 
Unrecognized othn benefit losses, prior service costs and transition 

Total accumulated ather comprehensive income, net of taxes $ (51.5) $ 42.7 u) $ (30.6) 

(I) 

(8.6) 

~ 

These balances exclude the pretax amounts recognized as Regulated Assets by Tampa Electric and Peoples Gas System as detailed as follows on a pretax basis: 

Relared Io additional minimumpension liobiliry 
Unrecognized pension losses and prior sewice costs 
Relatedto theadoption o/FAS IS8 
Unrecognized pension losses and prior service costs 
Unrecognized other benefit IOSSR, prior Service costs and transition obligations 

Total postretirement benefits included in regulated assets, pmmx 
Total related to the adoption of FAS 158, pretax 

I26 

$ 57.0 

$ 42.1 

~ 

357 



TAMPA ELECTRIC COMPANY 
DOCKET NO. 080317-El 
SCHEDULE NO. F-2 
PAGE 129 OF 506 

The estimated net loss and prior service net cost for the defined benefit pension plans that will be amonized from accumulated other comprehenswe income into 
net periodic benefit cost over the next fiscal year arc $0.9 and $0.1 million, respectively. The estimated prior service cost and transition obligation for the other 
postretirement benefit plans that will be amonized hom accumulated other comprehensive income into net periodic benefit cost over the next fiscal year is $0.5 million 
and $0.5 million, respectively. 

in addition, the estimated net loss and prior service EOSI for the defined benefit pension plans that will be amonizd  from regulatoly assets into net penodic 
benefit cost over the next fiscal year totals $I .5 million. The estimated prior service cost and transition obligation for the other postretirement benefit plan that will be 
amortized hom regdatoly asset into net penodic benefit cost over the next fiscal year  total^ $3.2 million. 

Additional Information 

,‘“l,uon,, 
Innease in minimum liability included in other comprehensive income, net of tax 

Weighted-average assumptions used to determine benefit ohligations st Sep. 30, the measurement date for the pension and other postretirement benefit plans 

Dirovnt rate 
Rate of eompcnsation increase 

Weighted-average prrumptiann used to determine net periodic benefit cost for years ended Dee. 311 

Pension BInrnlr Other Benefih 
2 w 6  - 2W7 - 2006 - 2007 

6.20% 5.85% 6.20% 5.85% 
- 
4.25% 4.00% 4.28% 4.00% 

Discount rate 
Expected long-term ietum on plan assets 
Rate of wmp~nsetion increase 

Pension BentOta Other Bomflfa 
2005 - 2006 - 2007 - 2WS - 2006 - 2007 

585% 5 5 0 %  600% 585% 5 5 0 %  604% 
- 

The expected return on assets assumption was based on expectations of iong~tem inflation, real growth in the economy, fixed income spreads, and equity 
premiums consistent with our ponfolio, with provision for active management and expenses paid. The compensation increase assumption was based on the same 
undalying expectation of long-term inflation together with assumplions regarding real gmulh in wages and company-specific merit and promotion increases. The 
discount rate assumption was based on a cash flow matching technique developed by OUT outside actuaries and a review of current economic conditions. This technique 
matches the yields from highquality (Aa-graded, “on-callable) calporale bonds to the company’s projected cash flows for the pension plan to develop a present value 
that is convened to a discount rate. 

Healthrare cost trend rate 
lnltlal rate 
Ultimate rate 
Year rate reaches ultimate 

2007 - 2006 __ 200s 

Y 2 5 ~ ~  950% Y 

- 

525% 5W% 500% 
2015 2014 2013 
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Assumed health carc cost trend rates have a significant effect on the amounts reponed for the health care plans. A one-percentage-point change in assumed 
health care cost trend rales would have the following effects: 

p”.I, I% InEressO I% Dlcre.ae 
Effect on total sewice and interest cost $ 1.0 $ (0.7) 
Effect on postretirement benefit ohligation $ 6.8 $ (5.6) 

Arret Allocation 

Pension plan assets (plan assets) alp invested in a mix of equity and fixed income securities. The company‘s investment objective is to obtain above-average 
mums while minimizing volatility ofexpected retums over the long term. The target equitiedfxed income mix is designed to meet investment objectives. The 
company’s strafegy is to hire proven managen and allwale assets to reflect a mix of investment styles, emphsize preservation ofprincipal to minimize the impact of 
declining markets, and stay fully invested except for cash to meet benefit payment obligations and plan expenses. 

Equity securities 
Fixed income securities 

Total 

55.65% 64% 66% 
34% 3545% 36% 

100% 
~ - loo% - - 

Other Postretirement Benefit Plan Assets 

There arc no assm associated with E C O  Energy’s postretirement benefit pian 

Contributions 

On Aug. 17,2006, the President signed the Pension Protection Act of2006, which generally introduces new minimum funding requirements beginning Jan. I ,  
2008. The company’s policy is to fund the plan at or above amounts determined by the company’s actuaries 10 meet ERISA guidelines for mmimum annual 
Contributions and minimize PBGC premiums paid by the plan. The company contributed $30.0 million to the plan in 2007, which included a $25.8 million contribution 
~n addition to the $4.2 million minimum contribution required. TECO Energy expects 10 make a $9.0 million canhlbution in 2008 and average annual contributions of 
$11 million m 2009-2012. 

The ~upplemental executive retirement plan is funded annually to mecf the benefit obligations. h 2001, the company made a contribution of $1.3 million to this 
plan. In 2008, the company expects to make a contribution of about $4.5 million to this plan. 

The following benefit payments, which reflect expected future service, as appropnate, are expected to be paid 

Expected benefit payments (millions): 
2008 
2009 
2010 
2011 
2012 
2013-2017 

Other Poatrelircmmt BtneRtt 

“ion Expected Federal 
BP..flr. tirosa Suhildi 

$ 65.4 $ 14.6 6 ( 1 . 1 )  
44.3 15.8 (1.2) 
45.7 16.8 (1.4) 
47.0 17.7 (1.5) 
48.0 18.2 (1.7) 

258.5 93.1 (11.1) 
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Defined Contribution Plan 

The company has a defined contribution savings plan covering substantially all employees of TECO Energy and its subsidiaries (the Emplaycn) that enables 
participants to save a portion oftheir compensation up to the limits allowed by IRS guidelines. The company and its subsidiaries match up to 6% afthe panicipant's 
payroll savings deductions. Effective July 2004, employer matching contributions were 30% of eligible participant contributions with additional incentive match of up 
to 70% of eligible panicipant contibutions based an the achievement of cemin operating company financial goals. In April 2047, the employer matching contributions 
were changed to 50% ofeligible participant contributions, with an additional incentive match of up to 5 0 %  For the years ended Dec. 3 I, 2007,2006 and 2005, the 
company and its subsidiaries recognized expense totaling $8.6 million, $9.0 million and $10.2 million. respectively, related to the matching conhibutions made to this 
plan. 

6. Short-Term Debt 

At Dec. 31,2007 and 2006, the following credit facilities and related borrowings existed 

Credit Facilitier 

p , o n r ,  
Tampa Electric Company: 

5-year facdity 
I -yearaccounts receivable facility 

S-year facility 
TECO EnergylTECO Finance: 

Total 
9 5  200 0 - 200 o - 9 5  - 

$ 6750 $ 2 5 0  $ 9 5  $ 480  $ 9 5  

(I) Borrowings outstanding are reponed as notes payable. 

These credit facilities require commitment fees ranging f" 9.0 to 17.5 basis points. The weighted average interest ratc on outstanding notes payable at Dec. 3 I ,  
2007 and 2006 was 4.76% and 5.45%, respectively. 

T K O  Ene&TECO Finonce Credit Fociliv 

On May 9,2007, TECO Energy amended its $200 million bank credit facility, entering into a Second Amended and Restated Credit Agreement. The amendment 
(i) extended the maturity date ofthe credit faciliry from Oct. I i ,  2010 to May 9,2012 (subject to further extension with the consent ofeach lender); ( i i )  removed the 
stock of TECO Transport Corporation as security for the facility; (iii) made TECO Energy the Guarantor and i s  wholly-owed subsidiary, TECO Finance, Inc. (TECO 
Finance), the Borrower; (iv) allowed TECO Finance to borrow funds at an interest rate equal to the federal funds rate, as defined in the agrecmmt, plus a margin, as 
well as a rate equal to e i tha  the London interbank deposit rate plus a margin or JPMorgan Chase Bank's prime rate (or the federal funds rate plus 50 basis points, if 
higher) plus a margin; (v) allowed TECO Finance to request the lenders to increase their commitments under the credit facility by up to $50 million in the aggregate; 
(vi) included a $200 million letter ofcredit facility (compared to $104 million under the previous agreement); (vii) reduced the commitment fees and borrowing 
margins; and (viii) made othertechnical changes. 

The facility requires that at the end ofeach quarter the ratio of debt to earnings before interest, taxes, depreciation and amortization (EBrrDA), as defined in the 
agreement, not exceed 5.00 times from Apr. I, 2007 through Dec. 31,2009 and 4.50 times from and after Ian. I .  2010. and TECO Energy's EBITDA to interest 
coverage ratio, as defined in the agreement, to be not less than 2.60 times. As Of Dec. 31,2007, the company was in compliance with both requirements. The facility 
places certain limitations on the ability to sell core assets and limits the ability ofTECO Energy and certain of its subsidiaries, excluding Tampa Electric Company. to 
issuc 
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additional indebtedness in excess of a calculated level (initially $300 million), unless the indebtedness refinances cumntly outstanding indebtedness or meets cenain 
other conditions. The facility also provides that, in the event the aggregate quanerly dividend payments an TECO Energy common stock were to equal or exceed a 
calculated amount (initially $50 million), subject to increase in the event TECO Energy issues additional shares ofcommon s M k ,  TECO Energy would not be able lo 
declare or pay cash dividends on the common stock or make cenain other distributions unless it had previously delivered liquidity projections satisfactory to the 
administrative agent under the credit facility demonstrating that TECO Energy will have sufficient cash to pay such dividends and distributions and the three succeeding 
quanerly dividends. The limitations described above on the ability to sell COW assets, issue additional indebtedness and pay cash dividends will be released if TECO 
Energy achieves investment grade ratings and stable outlooks from both Moody's and Standard & Poor's. 

T a m p  Electric Conrpori), Credir Focjliry 

On May 9,2007, Tampa Electric Company amended its $325 million bank credit facdity, entering into a Second Amended and Restated Credit Apecment. The 
amendment (ij extended the maturity date of the credit facility from Oct. I I .  2010 to May 9,201 2 (subject to funher extension with the consent ofeach lender); 
(ii) continued to allow Tampa Electnc Company to borrow funds at an interest rate equal to the federal funds rate, as defined in the agreement, plus a margin, as well as 
a rate equal to either the London interbank deposit rate plus a margin or Citibank's pnme rate (or the federal funds rate plus 50 basis paints, ifhigherj plus a margin; 
(iii) allowed Tampa Electric Company to request the lenders 10 increase their commitments under the credit racility by up to SI75 million ~n thc aggregate (compared to 
$50 million under the previous agreement): (ivj continued to include a $50 million lener of credit facility; (vj  reduced the commitment fees and borrowing margins; and 
(vi) made other technical chango. The facility requires that at the end of each quaner the ratio of debt 10 capital. as defined in the agieement, not exceed 65%. As of 
Dec. 3 I ,  2007, Tampa Electric Company was ~n compliance with this requirement. 

Tempo Electric Company A C C U U ~  Rrc~ivohlc Facilrt). 

On Jan. 6,2005, Tampa Eleclric Company and TEC Receivables Coip (TRC), a wholly-owned subsidiary ofTampa Electric Company, entered into a $150 
million accounts receivable collateralized borrowing facility. The assets ofTRC are not intended to be generally available to the creditors of Tampa Electric Company. 
Under the Purchase and Conhibution Agreement entered into in connection with that facility, Tampa Electric Company  elk andior contributes to TRC all d i t s  
receivables for the sale of electricity or gas to its retail customea and relatcd rights (the Receivables), with the exception ofcertain excluded receivables and d a t e d  
rights defined in the agreement. and assigns to TRC the deposit accounts into which the proceeds of such Receivables are paid. The Receivables are sold by Tampa 
Electric Company to TRC at a discount. Under the Loan and Servicing Agreement among Tampa Electric Company as Servicer, TRC 8% Borrower, cenain lenders 
named therein and Citicov Nonh America, Inc. as Program Agent, TRC may borrow up to $ 1  50 million to fund its acquisition of the Receivables under the Purchase 
Agreement. TRC has secured such borrowings with a pledge of all of its assets including the Receivables and deposit accouns assigned to it. Tampa Electric Company 
acts as Servicer to service the collection of the Receivables. TRC pays program and liquidity fees based on Tampa Electric Company's credit Wings. The receivables 
and the debt ofTRC are included in the consolidated financial sfatement~ of TECO Energy and Tampa Electric Company. 

On Dec. 20,2007, Tampa Electric Company and TRC extended the maturity ofTampa Electric Company's 61 50 million accounts receivable collatenlized 
borrowing facility from Dec. 21,2007 to Dec. 19, 2008. 

7. Long-Term Debt 

At Dec. 3 1.2007, lofal long-term debt had a carrying amount of $3.1 68.7 million and an estimated fair market value of163.270. I million. At Dec. 31, 2006, total 
long~tenn debt had a cawing  amount of$3,855.4 million and an estimated fair market value of $3,979.7 million. The estimatsd fair market value of long-term debt 
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notes were capitalized, and included in "Deferred charges and other assets" on the Consolidated Balance Sheet as ofDec. 3 I .  2007 and as pan ofthe '%ash Flows f" 
Financing Activities" in the Consolidated Statement of Cash Flows for the year then ended. There capitalized costs will be a m o n i d  and included in "interest expense" 
on the Consolidated Statement Of Income over the remaining lives of the related debt. 

The TECO Finance n o w  due 201 I .  201 2 and 201 5 have the same interest rate, interest payment dates, maturity and covenants as the corresponding series of 
TECO Energy notes. 

TECO Energy may redeem some or all of each sericr ofthe TECO Finance notes at a price equal to the greater of ( i )  100'% of the principal amount afthe 
applicable TECO Finance notes to be redeemed, plus accrued and unpaid iiiteiest, or (ii) the net present value of the remaining payments ofprincipal and interest on the 
applicable TECO Finnance notes, discounted at the applicable Treasury Rate (33 defined in the applicable supplemental indenture), plus 50 basis points for the TECO 
Finance 6.572% notes due 2017 and the TECO Finance 6.75% notes due 2015 and 25 basis points fool the TECO Finance 7.20% nofes due 201 I and the TECO Finance 
7.00% notes due 201 2. In each case. the redemption price would include accrued and unpaid interest to the redemption date 

Pursuant to a negative pledge contained in the second supplemental indenture goveming the TECO Finance 6.75Yo notes due 2015, ifTECO Energy incurs, 
ISSUCS. assumes or guarantees any debt that is secured by a mongage, pledge or other lien on (i) ecnain pmpeny having a net b w k  value in excess of2% of 
consolidated net -sets (as defined in the supplemental indenture), or (ii) capital Stock or debt o f m y  direct subsidiary of TECO Energy, TECO Energy will, subject to 
ccrtain ex~eptiom set forth therein, secure the TECO Finance 6.7% notes due 201 5 equally and ratably with such debt. 

Refiremeni o/$llU.6 mi11im Pluywemimx Port, Harhor, arid Terminol Ditrrici (Louisimnl Morinc Terminal Fodliries Rewnue Refundinb. Bonds dur Sep. 1, ZUU7 

On Sep. I ,  2007, pursuant to the tems ofthe indenture goveming $1  10.6 million of Plaquemines PorI, Harbor, and Terminal DiStricCf (Louisiana) Manne 
Terminal Facilities Revenue Refunding Bonds, Series 1985 A, B, C and D. $I 10.6 million principal amount ofbonds were retired at maturity. 

Rrrirenient of $150 nzillion Tamp" Eledrir. Conqmny 5.375% n o m  due Any. 15. 2007 

On Aug. 15,2007, pursuant to the terms ofthe indenture, $1 50 million principal amount of 5.37% Notes due Aug. 15, 2007 were retired at maturity. 

l.~,~uartce <fH;llsborough Counw Indusiriol De~,clopnient Auihorif.v Polluriun Confro1 Reirewe Rejmdirg Boridr ITonipo Electric Compan). Projec~). Swies 2UU7 and 
Rcdcmpmn ofSwies I Y Y U  Bonds, Series I Y Y 2  Bond3 mdSwiex 1993 Bmtdt 

On Jul. 25,2uO7, the Hillsbamugh County Industrial Development Authority (HCIDA) issued $125.8 million o f  HClDA Pollution Control Revenue Refunding 
Bonds (Tampa Electric Company Project), Series 2007 (the Series 2007 Bonds) for the benefit ofTampa Eleclric Company, consisting of (a) $54.2 million Series 
2007A Bonds due May 15, 201 8, (b) $51.6 million of Series 20078 Bonds due Sep. I ,  2025. and (c) $20 million of Series2007C Bonds due No". I, 2020. Tampa 
Electric Company is responnble for payment ofthe interest and principal associated with the Series 2007 Bonds. Tk praceeds ofthis issuance, together with available 
cash. were used to call and retire on Aug. I. 2007, st a redemption price equal lo 100% of par plus accumulated but unpaid distributions to that date, (a) $54.2 million of 
the existing HCIDA P~llution Control Revenue Refunding Bonds (Tampa Electric Company Gannon Coal Conversion Pmjecl), Series 1992 (the Series 1992 Bonds), 
which had a maturity date of May I S ,  201 8, (b) $51,605 million ofthe existing HClDA Pollution Cmtrol Revenue Refunding Bonds (Tampa Electric Company 
Pmject), Series I990 (the Senes 1990 Bonds), which had a maturity date of Sep. I ,  2025, and (c) 520 million of the existing HCIDA Pollution Confml Revenue Bonds 
(Tampa 
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Electnc Company Pmject), Series 1993 (the Series 1993 Bonds), which had a maturity date of No". I ,  2020. Costs ofthe issuance were paid from available funds of 
Tampa Electric Company. Tampa Electric Company entered into a Loan and Trust Agreement with the HCIDA, as issuer, and The Bank u f N w  York Trust Company. 
N.A., as trustee, in connection with the issuance ofthe Series 2007 Bonds. 

The Series 2007 Bonds hear interest at an Bwtion rate that will he reset punwant 10 an auction procedure at the end ofevery auction period (initially set at 7 days 
for the Series 2007A Bonds and the Series 2007B Bonds and 35 days for the Series 2007C Bonds). In connection with the issuance ofthe Series 2007 Bonds, Tampa 
Electric Company also entered into an insurance agreement with Financial Guaranty Insurance Company (FGIC) (Insurance Agreement) pursuant to which FGlC issued 
a financial guaranty insurance policy (Policy). The Policy provides insurance for Tampa Electric Company's obligation for payment on the Series 2007 Bonds and 
allowed the Series 2007 Bonds to he issued at a lower interest rate than without such insurance in place. The terms of the ln~urance Agreement wdl, among other 
things, limit Tampa Electric Company's ability to incur eemin liens without ratably securing the Series 2007 Bonds, subject to a number of exceptions. 

At the end of any auction pcriod, Tampa Electric Company may redeem all or any pan of the Series 2007 Bands at its option ai a redemption price equal to Ihr 
sum offhe accrued and unpaid interest to the redemption date an lhe principal amount of the Series 2007 Bonds to he redeemed, plus 100% of the principal amount of 
the Series 2007 Bands 10 he redeemed. The Series 2007 Bonds are also subject to special mandatory redemption in the event that interest payable on any Series 2007 
Bonds has became subject to federal income fax in accordance with the Loan and Trust Agreement. (See Note 25 for an update on the Series 2007 Bonds as ofthe date 
of this filing.) 

lrtuonce of l'ompo Electric Compan), 6.15% Nore8 due 2037 

On May 15,2007, Tampa Electric Company issued 5250 million aggregate principal amount of 6.1 5% Notes due May 15, 2037. The offering resulted in net 
proceeds to Tampa Electric Company (after deducting underwiling discounts and commissions and estimated offering expenses) of approximately $246.1 million. Net 
proceeds were used to repay shart~term debt, repay maturing long-term debt and for general corporate purposes. Tampa Electric Company may redeem all or any pa* of 
the 6.15% Notes at its option at any time and from time to lime SI a redemption price equal 10 the greater of (i) 100% ofthe principal amount of6.15% Notes 10 he 
redeemed or (ii) the present value of the remaining payments ofprincipal and interest on the 6.1 5% Notes to he redeemed, discounted at an applicahle treasury rate (as 
defined m Ihe applicable indenture), plus 25 basis points; in either case, the redemption price would include accrued and unpaid interest to the redemption date. 

lssuoncr of Polk County Industrial Dr~irlopmenf Author-iry Solid Waste Disposol Facility Revenue Refundi,ig Bonds ('romp0 Elrcrric Componv Pmjwt), Series 2007 
andRedeniprion of Polk Counrv Industrial Development Airthoriv Sdrd Wosfe Dlsposul Facility Revenue Bonds (Tamp0 Electric Cumpony Projeo. Scrier lYY3)  

On May 14,2007, the Polk Counly Industrial Development Authority (PCIDA) issued $75 million of PCIDA Solid Waste Disposal Facility Revenue Refunding 
Bonds (Tampa Electric Company Pmject), Series 2007 (the Polk Series 2007 Bands) for the benefit ofTampa Electric Company. Tampa Electric Company is 
responsible for payment of the interest and principal associated with the Polk Series 2007 Bonds. The proceeds of lhis issuance, together with available cash, were used 
to call and retire on Jun. 29,2007, at a redemption price equal to 102% ofpar plus accumulated hut unpaid interest to that date, $75 million of the existing PCDA Solid 
Waste Disposal Facility Revenue Bonds (Tampa Electric Company Project), Series 1993 (the Polk Series 1993 Bonds), which had a maturity date ofDec. I ,  2030. 
Costs of the issuance were paid from available funds of Tampa Electric Company. Tampa Electric Company entered into a Loan and Trust Agreement with the PCIDA, 
as issuer, and The Bank ofNew York Trust Company, N.A.. as trustee, in connection with the issuance of the Polk Series 2007 Bonds. 

The Polk Series 2007 Bonds mature on Dec. I ,  2030 and hear interest at an au~f ion rate that will he reset pursuant 10 an auction procedure at the end ofevery 
aunion period (initially set at 35 days). In connection with 
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the issuance ofthe Polk Seties 2007 Bonds, Tampa Electtic Company also entered into an insurance agreement with FGlC (Insurance Agreement) pursuant to which 
FGlC issued a financial guaranty insurance policy (Policy). The Policy provides insurance for Tampa Electric Company’s obligation for payment on the Bonds and 
allowed the Bonds lo be issued at a lower interest rate than without such insurance in place. The terms ofthe Insurance Agreemenl will, among other things, limit 
Tampa Electnc Company’s ability to incur certain liens without ratably securing the Bonds, wh;ect ta a number afexceptions. 

At the end ofany auction period, Tampa Electnc Company may redeem all or any pan ofthe Polk Series 2007 Bonds at its option at a redemption price equal to 
the sum of the accrued and unpaid interest to the redemption date on the principal amount ofthe Polk Series 2007 Bands to be redeemed, plus 100% ofthe principal 
amount ofthe Polk Series 2007 Bonds to be redeemed. The Polk Series 2007 Bands are also ruh;eft to special mandatory redemption in the event that interest payable 
on any Polk Series 2007 Bonds has become suh;ect lo federal income tax in accordance with the Loan and Trust Agreement. (See Note 25 for an update on the Polk 
Series 2007 Bonds as of the date ofthis filing.) 

~ ~ ~ i ~ ~ ~ ~ ~ ~ r  0/s300 miiiiorl TECO 6.125% “ D I ~ S  due MOJ I ,  2007 

On May I, 2007, pumuant to the terms of thc indenhre, $300 million principal amount of6.125% N o l a  due May I, 2007 were retired et maturity. 

TECO C a p i d  Trust I /  

On Jan. 16, 2007, all $71.4 million outstanding subordinated notes werc retircd at matunty pursuant to their original terms. This caused the retirement ofS57.5 
million trust preferred scurities ofTECO Capital Trust 11, pursuant to their original terms. 
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A t  Dec. 31,2007 and 2006, TECO Energy had the following long-term debt outstanding: 

Lanyrm" Dlb, 
p"O">, DIC. 31, 
TECO E o r n  Nmr: 6.125% 

ScnlnNolei , 'C  1035% 
10.33% 
,O.,W*, 
9.93% 
x.w'% 

2"IO ioon l""0 
201c 2.8 3w.c 
2") I 191 7 6"" 0 
2"IZ IW.1 4w.c 
20,5 x x  200.0 

2007 - 71.4 
403.5 1,971.4 

2") I 171 8 K ~ 

2011 236.2 - 
2"IS 191 2 
201i 300.0 

-- 
~ 

- 
8YV.2 ~ ___-  

2013 6" 7 hU.7 

2011 54.1 54.2 

202" 20.0 20 " 
2u23 86.4 86.4 

2025 51.6 5 1  6 

ZOIC 75.u 75 c 
2034 86 0 86 0 
zoo7 - 12i.c 
2012 i l " 0  210" 
2012 330.a 33o.c 

i"I4-2016 250 0 250." 
203t 250.0 25u.c 

1.663.9 1,598.5 
10 

~ 2037 i m u  

2007 ~ 

25.0 
2012 4" 0 4U.U 
2012 70.0 70.U 

~ zoni 

(3.4, 
3.165.1 3.812.C 

7.1 639 4 

S 3,158.4 - -- 
-- -- 
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8. Preferred Stork 

Preferred stock of TECO Energy-U par 
I O  million shares authorized, none outstanding. 
Preference stock (subordinated preferred stock) ofTampa Electric--no par 
2.5 million shares authorized, none outstanding. 
Preferred stock of Tampa Eleetrir--no par 
2.5 million shares authorized, none outstanding. 
Preferred stackof Tampa E l e e t r i c S l W  psi 
I .5 million shares authorized, nme outstanding. 

9. Common Stock 

Stock-Based Compensation 

On Jan. 1.2006, T K O  Energy adopted FAS I23R, requiring the company 10 recognize expense related to the fair value of its stock-based compensation awards. 
Prior to this, the company accounted for itr sharc-based payments under APB 25 and related interprefations. The company adopted FAS 123R using the m o d i f i d  
prospective transition method. Under this transition method, compensation cost recognized beginning Jan. I, 2006 includes compensation cost for all share~based 
payments granted prior to, but not yet vested as of Dec. 3 I, 2005 (based on the grantdate fair market d u e  estimated in accordance with the original provisions ofFAS 
123). and compensation cost for all share-based paymrntr granted on or afler Jan. I ,  2006 (based on the grant date fair market value estimated in accordance with the 
provisions ofFAS 123R). Results for prior periods have not been restated 

TECO Energy has two share-based compensation plans, the Equity Plan and the Director Equity Plan (Plans), which are described below. The types of awards 
granted under these Plans include stock options, Stock grants, time-vested rentticied stock and performance-based restricted stock. Stock aptions have been granted with 
an exercise price greater than or equal to the fair market value of the common stock on the date of grant and have a 1O~year confra~t~al  term. Stock options for the 
Dirwtor Equity Plan vest immediately and stock options for the Equity Plan have graded vesting over a three-year period, with the first 33% becoming excrcirable one 
year afler the date ofgrant. Stock options were last awarded in 2006. S t s k  grants and time-vested restricted Stock are valued 81 fhc fair market value on the date of 
grant, with expense recognized over the vesling period, which is normally three years. Beginning in 2006, the company granted time-vested restricted stock to directors 
that vests one-third each year. Performance-based restricted stock has been granted 10 officers and employees, with shares potentially vesting after three years. The total 
awards for performance-based restricted stock vest based on the total retum of TECO Energy common stock compared to a peer group ofutility slocks. The 2005 and 
2006 grants can vest between 0% to 200% ofthe original grant and the 2007 grant can vest between 0% to I SO'% ofthe original grant. Dividends are paid on all time- 
vested and performance-based ~estricted stock awards. 

TECO Energy recognized total stock compensation expense for 2007 and 2006 of $ I  I .6 million pretax, or $7.1 million afler-tax and $I 1.5 million pretax, or 
$7. I million after-tax, respectively. Total stock compensation expense is reflected in "Operation other expense-Other" on the Consolidated Statements of Income. Cash 
received from option exerciscs under all share-based payment arrangement$ was $9.2 million, $7.3 million and $1 I .5 million for the periods ended Dec. 3 I ,  2007,2006 
and 2005 respeclively. Thhc aggregate intrinsic value of stock options exercised was $3.6 million, $2.7 million and $5.5 million for the periods ended Dm. 31,2007, 
2006 and 2005, respectively. The total fair market value ofawards vesting during 2007 was $3.6 million, which includes stock grants, time-vested restricted stock and 
performance-based restricted stock. As of Dec. 31,2007, there was $8.7 million of unrecogniud compensation cost related !a all non-vested awards that is expected to 
be recognized over a weighted average period of two years. Prior lo the adoption ofFAS 123R. TECO Energy presented 811 tax benefits ofdeductions resulting from the 
exercise ofstock options as operating cash flows in the Consolidated Condensed Statement of Cash Flows. Beginning on Jan. I, 2006, the company changed its cash 
flow presentation in accordance with FAS 123R. which requires the cash flows resulting from excess tax deductions on share-based payments 10 be classified as 
financing cash flows. 

136 

367 



TAMPA ELECTRIC COMPANY 
DOCKET NO. 080317-El 
SCHEDULE NO. F-2 
PAGE 139 OF 506 

Previously under APB 25, the company recognized or disclosed expenses for retirement-eltgible employees over the nominal vesting period. Beginning Jan. I 
2006 under FAS 123R. any new awards made to retirement-eligible employees are recognized immediately or over the period from the grant date to the date of 
retirement eligibility (non-substantive approach). The impact on net income for ZOO6 and ZOOS of applying the nominal vesting period approach versus the "on- 
substantive vesting period approach to awards granted prior IO Jan. I, 2006, for retirement-eligible employees would not have been material. 

The faii market value o f  stock options is determined using the Black-Scholrs valuafion model. and the company uses the following methods to determine its 
underlying assumptions: expected volatilities are based on the historical volatilities; the expccted term of options granted is based on the Staff Accounting Bulletin 
No. 107 (SAB 107) simplifted method ofaveraging the vesting term and the original ~ontra~tual tmn; the risk-free interest rate is based on the U.S. Treasury implied 
yield on zero-coupon issues (with a remaining term equal to the expected term ofthe option); and the expected dividend yield is based on the cumnt annual dividend 
amount divided by the stack price on the date of grant. 

The fair market value of performance~baned restricted stock awards is determined using the Monte-Carlo valuation model, and the company uses the falloWmg 
methods to determine its underlying assumptions: expected volatilities are based on the historical wlatilitieS; the expected term of the awards is based on the 
performance measurement period (which is generally three years); the risk-free interest ralo is based on the U.S. Treasury implied yield on zero-coupon issues (with a 
remaining term equal 10 the cxpected t e m  of the award); and the expected dividend yield is based on the ~ u l ~ e n t  annual dividend amount divided by the stock price on 
the date of grant, with c o n t i n u ~ u ~  compounding 

The value oftime-vested restricted stock and stwk grants are based on the fair market value of TECO Energy common stock at the time of pram 

Stock-based compensation expense reduced the Company's results o f   operation^ as follows: 

Net income 
EPS-Basic: 
EPS- -Diluted 

$ 7 . 1  $ 7 . 1  
$ 0.03 $ 0.03 
$ 0.03 $ 0.03 

The following table illustrates the effect on net income and eamings per share as if the company had applied the fair-value recognition provisions of FAS 123 to 
all share-based payments, prior to the adoption of FAS I23R. As all share-based payments have been expensed in 2007 and 2006 in accordance with FAS 123R. no pro 
forma is required. 
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Pro Forma Stork-Bared Compensation Expense 

,niWinnr. uceppc,  share .amor",,, 
Fnr,hrycmmdrdOer 3,. 
Net income from continuing operations 

As reponed 
Add: Unemed compensation expense'" 

Less: Pro forma expense"' 

Pro forma 

As reported 
Add: Uneamed compensation expense':, 

Net income 

Less: Pm forma cnpensr" 

Pro forma 

As reponed 
Fro forma 

As reponed 

Net income f" continuing operations-EPS, basic 

Net income f" continuing operations-EPS, diluted 

Pro. forma 
Net income--EPS, basic 

As rcponed 
Pm forma 

As reported 
Pro forma 

Net incom-EPS, diluted 

6.8 
16 207.6 - 
$ 274.5 

3.4 
6.8 

$ 271.1 
- - 
% 1.02 
16 1.01 

$ 1.00 
5 0.99 

$ 1.33 
$ 1.31 

$ 1.31 
$ 1.29 

(I ) 
(2) 

Uneamed compensation expense reflects the compensation expense of time-vested and performance-based restricted stock awards, after-tax. 
Includes compensation expense for stock options and performance-based restricted stock, determined using a fair-value based method, after-tax, plus 
compensation expense associated with time-vested restncled Stwk awards, determined based on k i i  market value at the time of grant, after-tax. 

ilasumpnona 

Assumptions applicable to stock options 
Rirk~free interest rate 
Expected lives (in years) 
Expected stock volatility 
Dividend yield 

R i sk -he  interest rate 
Expected lives (in years) 
Expected stack volatility 
Dividend yield 

Assumptions applicable to performance-based restricted stock 

Equity Plans 

2nus - 2U06 - 1007 

- 4.92% 4.02% 

27.00% 34.12% 
6 7 - 

~ 

- 4.66% 4.66% 

4.53% 4.92% 3.74% 
3 3 3 

16.71% 18.22% 45.31% 
4.25% 4.64% 4.49% 

In April 2004, the company's shareholders approved thc 2004 Equity Incentive Plan (2004 Plan). The 2004 Plan superseded the I996 Equity lncenti~e Plan 
(1996 Plan), and no additional grants will be made under the 1996 Plan. Under the 2004 Plan, the Compensation Committee ofthe Board ofDirecton authorized 
10 million shares ofTECO Energy common stock that may be awarded as stock pants, stock options andor stock 
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Nonvated balance at Dec. 31,2006 
Granted 
Vested 
Forfeited 
Nonvested halance at Dec. 3 I, 2007 

( I )  
(2) 

The weighted average remaining contractual term of restricted stack is 2 yean. 
Ail nonvesled stock options are expected to vest. 

Stock option tran~aclions during 2007 under the Equity Plans are summarized as follows: 

Stock Options-Equity Plans 

OutsmdinghalanceatDec. 31,2006 
Granted 
Exercised 
Cancelled 
Outstanding balance at Dec. 31.2W7"' 
ExercisableatDec. 31,2007," 
Available for future grant at Dec. 31,2007 

(I) Optianpricesrang~ffrom$11.09to$31.58. 
(2) Optionpricesrangefrom$11.n9to$16.30. 

~ - 
(712) 12 56 

(366) 23 94 ~ 

8,728 $ 20 71 5 $ 11 8 
3,204 $ 1377 7 $ 11 n 
7,501 
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As of Dee. 31, 2007. the  option^ outslanding under the Equity Plans are summarized below: 

Stock O~Hons Outdmdine Stock opttiom Erercia.bh 

W I i l h t d  A"8. WPiehtPd AVX. 
Remsininn R*,".i"i"l 

Range of option Sharer Wdghtrd Ave. Conlr.rt".l option Sh.rea Wdlhlrd A"8. C0ntr.clu.l 
opnnn Prltra ,tho"s.ndr) o p m n  Prke Life Ithouamds) OD"on Price Li* 

$1 1.09 -$US0 2,248 $ 12.71 6 Yean 2,248 16 12.71 6 Years 
$16.21 -618.87 1,838 $ 16.29 8 Years 956 16 16.24 8 Yeao 

- -~ $21.25 -522.48 1.544 $ 21.36 2 Yean 0 
$23.55 -1625.97 67 P 24.27 2 Years 0 
$27.56 -$31.58 3,031 $ 29.10 3 Years 0 

~ ~~ 

- ~~ 

Total 8,728 $ 20.77 5 years 13.77 7 Years 3,204 $ 

Dlrerlor Equity Plan 

In April 1997. the company's shareholders approved the 1997 Director Equity Plan (1997 Plan). as an amendment and restatement of the 1991 Director Stock 
Option Plan (1991 Plan). The 1997 Plan superseded the 1991 Plan, and no additional grants will be made under the 1991 Plan. The purpose ofthe 1997 Plan is to attract 
and retain highly qualified non-employee directors ofthe company and to encourage them to own shares ofl'ECO Energy common stock. The 1997 Plan, administered 
by the Board of Directors, authorized 250,000 shares ofTECO Energy common stock to be awarded as stock grants, stock options andlor stock equivalents. 

Under the 1997 Plan, 25,000 shares ofrestricted stock were awarded in 2007, with a weighted average fair value of $18.35. Restricted stock transactmns for thc 
year ended Dec. 31,2007 under the 1997 Plan are summarized as follows: 

Nonverted Restrieled Stock-Director Equity Plans 

Nonvested balance at Dec. 31.2W6 
Granted 
Vested 
Forfeited 
Nonvested balance a1 Dec. 31.2007" 

The weighted average remaining conhactual term is 2 years. ( I )  

P 17.52 
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~~ ~ ~~~~~~~ ~~ 

Under the 1997 Plan, 35,000 stock options were granted in 2005 with a weighted average fair value of $3.95. In addition, 5,000 shares of unrestricted common 
stock were granted in 2005, with a weighled average fair value of $16.21. No stock options were granted in 2007 or 2006. Stack option t ran~a~t ion~  duting the year 
ended Dec. 3 I, 2007 under the I997 Plan are summanred as follows: 

Stork Option-Direelor Equity Plans 'I1 

Outslanding halance at D e .  31,2006 
Granted 
Exercised 
Expired 
Outstanding balance at k c .  31,2M7@, 
Exerciseable at Dec. 31,2007 
Available for future grant at Dec. 31,2007 

( I )  Stack options granted under the Director Equity Plans vest immediately 
(2 )  Option prices range fmm $1 1.09 to $31.58 per share. 
(3)  Optionpricesrangefrom$ll.09to$16.21 pershare. 

Dividend Reinvestment Plan 

In 1992, TECO Energy implemented a Dividend Reinvestment and Common Stock Purchase Plan. TECO Energy raised $3.9 million and $4.4 million of 
common equity hom this pian in 2007 and 2006, respectively. 

Common Stock 

On Jan. 18,2005. TECO Energy issued 6.85 million shares of common stock as pan ofthe final senlement for thc remaining outstanding equity security units of 
TECO Capital Trust 11, receiving approximately $1 80 million of pioceeds from the settlement. 

Shareholder Rights Plan 

In accordance with the company's Shareholder Rights Pian, a Right to purchase one additional share ofthe company's common stwk at a price of $90 per share 
is attached 10 each outstanding share ofthe company's common stock. The Rights expire in May 2009, subject to extension. The Rights will become exercisable 10 
business days afler B pemon acquires 10% or more of the company's outstanding common stock or commences a Lender offer that would result in such person o w i n g  
10% or more afruch stock. lfany person acquires 10% or more ofthe outstanding common stock, the tights ofholdem, other than the acqu~ting penon, become tights 
to buy shares ofcommon stock ofthe company (or of the acquiring company if the company is involved in a merger or other business combination and is not the 
surviving corporation) having a market value oftwice the exercise price ofeach Right. 

Thc company may redeem the Rights at a nominal pnce per Right until 10 business days afler a p m a n  acquires 10% or more ofthe outntandmg common stock. 
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10. Other Comprehensive Income 

E C O  Energy reponed the following other comprehensive income (loss) (OCl) for the years ended Dec. 3 I, 2007, 2006 and 2005, related to changes in the fair 
value of cash flow hedges and amortization of unrecognized benefit costs associated with the company's pension plans: 

Other comprehensive income (loss) 

"*,a",, cmrr 
Z n M  
Unrealized loss on cash flow hedges 
Less: Gain reclassified to net income 

Loss on cash flow hedges 
h o n k t i o n  of unrccognizd benefit EDS~S 

Recognized benefit costs due to curtailment 
Unrecognized benefits due to rwwm"m 

2W6 
Total other comprehensive income 

Unrealized gain on cash flow hedges 
Less: Gain reclassified to net income 

Gain (loss) on cash flow hedges 
Additional minimum pension liability 

2005 
Unrealized gain on cash flow hedges 
Less: Gain reclassified to net income 

Gain (loss) on cash flow hedges 
Additional minimum pension liability 

Toul other comprehensive income 

Total othercomprehensivc loss 

5 (3.7) 
(6 .5)  
(10.2) 
4.3 
14.2 
13.7 

$ 22.0 

$ 
(0.5) 
(0.5) 
69 5 

$ 690 

5 7.3 
(5.7) 

I .6 
(11.8) 

5 (in.2) - 
Accumulated other comprehensive loss 

,niltion,, DeC 3,. 

Unrecognized pension losses and prior Sewice costs"" 

Unrecognized other benefit Iosics, pnar service COSIS and transition obligations ( 2 '  

Net unrealized (lasses) gains from cash flow hedges"" 

Total accumulated other comprehensive loss 

( I )  Net oftax benefitof$8.3 millionand$13.9millionasofDec.31,2n07and2006,respectively. 
(2) 
(3) 

Net oftax (expense) benefit of$(l,5)miilion and $5.5 million as ofDec. 31,2007 and 2006, respectively. 
Net Oftax benefit (expensc) of 53.H million and S(0.2) million as of Dec. 31,2007 and 2006, respectively. 
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7- - 
$ (1.4) 

(3.9) 
I .9 
5.5 
5.2 

5 8.7 

5 -  

(2.5) 

(0.2) 
(0.2) 
26.8 

5 26.6 

0 3.7 

I .7 

- 
- 

(2.0) 

(4.6) 
U) 

Nd 

S (2.3) 
(4.c1 

(6.3) 
2.4 
8.7 

$ 13.3 

5 -  

8.5 - 

(0.3) 
(0.3) 
42.7 

$ 42.4 

$ 3.6 

- 
____ 

( 3 . 7 1  
(0.1) 

(7.2) 
5 (7.3) - 

2006 - 
$ (22.0j 

(8.6) 
0.1 - 

-1 
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11. Earnlags Per Share 

F~~ thC years ended Dec. 3 I ,  2007.2W6 and 2005, stock options for 5.8 million shares, 7.0 million shares and 5.4 million shares. respectively, were excluded 
from the computation of diluted eamings per share due to their anti-dilutive effect. 

Earnings per Share 

w!tionr, c r c e p p r  shore oniounrs) 
F u r i h e ~ n r s s n d e d D e c  31, 

Numerator 
Net income from continuing operations, basic 
Effect ofcontingent performance shares, net oftax 
Net income f" continuing operations, diluted 
Discontinued operations, net oftax 
Net income, diluted 

Denominator 
Average number of shares outstanding-basic 
Plus: incremental shares for unvested "icted stock and assumed conversions: Stock options at end of 

Less: Treasuv shares which could he purchased 
Average number of shares outstanding4iluted 
Earnings per share from continuing operations 

Earnings per share from dlreontinued operations, net 

Earnings per sham 

period, unveted unrestricted stwk and contingent performance shares 

Basic 
Diluted 
Basic 
Diluted 
Basic 
Diluted 

mOB7 2806 

$ 3989 $ 244.4 
__ - 

398.9 244.4 
14.3 I .9 

$ 413.2 $ 246.3 

209 I 207.9 

$ 1.90 S 1.17 
$ 0.07 $ 0.01 
$ 0.07 $ 0.01 
$ 1.98 16 1.19 
$ 197 $ l . l K  

3005 - 
5 211.0 

2 w . o  
63.5 

$ 272.5 

(2.0) 

- 

206.3 

5.4 

208.2 
$ 1.02 
s 1.00 
$ 0.31 
$ 0.31 
$ 1.33 
$ 1.31 

2) 
p__ 

- 
- 

- 
12. Cammitmrnn and Contingencies 

Legal Contingeneler 

Setrimeat oflhc Scruriiies Class Aclion 

A number of securities class action lawsuits (which were subsequently consolidated) were filed in 2004 against the company and cenain current and former 
ofticerr by purchasers ofTECO Energy securities (the Securities Class Action). On Jul. 12, 2007, the U.S. D ~ ~ t r i c t  Coun entered a preliminary order approving the 
~ettlement ofthe Securities Clarr Action. On Oct. 18. 2007, the U.S. District Court entered a final order approving the settlement. The maner is now closed. 

West LB Letter olCredir Li t ipl im 

In February 2005, West LE sued TPS McAdams LLC (TPS McAdamr), an indirect wholly-owned subsidiary of the company, as a rcsult of lhe a third pany 
default under the McAdamn ~ o n ~ t r u ~ t i ~ n  conlnact in 2002. On Jul. 9,2007, the U.S. Bankruptcy Coun Judge ruled in favor ofTPS McAdamr and panted its motion to 
dismiss West LB'r amended complaint that TPS McAdams presented for payment punuant to a letter ofcrcdit fraudulently. West LE appealed the dismissal of its 
amended complaint and TPS McAdams filed a motion 10 recover its attorneys fees for defending the lawsuit in the event West LB was unsuccessful in i ts appeal. TPS 
McAdams and West LB entered into a ~ettlement agreement and the case has been dismissed with prejudice. The matter is now closed. 
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G w p  Arbifration 

On Aug. I I ,  2006, TPS lntemational Power, Inc. (TPSI) received a favorable ruling from the Bogota Chamber of Commerce Arbitration Tribunal (the Tribunal) 
in the arbitration demand by a Colombian trade union regarding a 1996 transaction that was never consummated related to the potential purchase and financing o f a  
power plant. The Tribunal found no liability an the pan ofTPSl and found that it had no jurisdiction over TECO Energy OT any ofits subsidiaries. 

Following the Tribunal's finding, the union filed a petition for annulment in the ordinary C O U ~ S  on Aug. 3 I, 2006. The union was ordered to file its detailed 
petition citing the record m substantiate its annulment claim on Oct. 12, 2006 but it failed to do so. The cow-appointed Tribunal isrued a Confirmation that the matter 
was closed. In early December 2006. the union tiled two separate procedural petitions asking the Tribunal to set aside its determination claiming that the union's 
petition was barred due to the missed deadline, on the basis that the Tribunal's "Notification ofthe Oct. 12 date" was technically deficient. On Mar. 20,2007, the Court 
found against the union on pmcedural grounds on its petition to revoke the Court's action vacating the petition for annulment. On Mar. 27,2007, the union filed a 
petition to review the Mar. 20,2007 ruling and TPSI has opposed that petition. In late September 2007, the Court ruled in the Company's favor and denied the union's 
petition. Subsequently, the union filed an extraordinaly procedural lactic which was also denied by the Court Under Colombian law. the matter is considered closed. 

Other Issues 

From time to time, TECO Energy and its subsidiaries are involved in various 0th- legal, tax and regulatory proceedings before various coun6, regulatory 
commissions and governmental agencies in the ordinary course of its business. Where appropriate, a c c u l s  are made in accordance wilh FAS No. 5 ,  Accounrrrrg,for 
Coniingmcfer , to  provide for maltem that are probable of resulting in an estimable, material loss. M i l e  the outcome ofsuch proceedings is uncenain, management 
does not believe that their ultimate resolution will have a material adverse effect on the company's results ofoperations or financial condition. 

Superfund and Former Manufactured Gas Plant Siten 

Tampa Electric Company, thmugh its Tampa Electnc and People Gas divisions, is a potentially responsible pany (PRP) for certain superfund sites and, through 
i ts Peoples Gas division. for certain former manufactured gas plant sites. While the joint and several liability associated with these sites presents the potential for 
significant response costs, as of Dee. 3 I ,  2007, Tampa Electric Company has estimated its ultimate financial liability to be approximately $ I I .5 million primarily ai 
PCS, and this amount has been accrued in the company's financial statements. The envimnmental remediation costs assxiated with these sites, which are expected to 
be paid over many yean, are not expected to have a significant impact on customer prices. 

The estimated amounts represent only the estimated ponion ofthe cleanup costs attributable to Tampa Electric Company. The estimates to perform the work arc 
based on actual estimates obtained fmm ~ o n l r a ~ m ~ ,  or Tampa Electric Company's experience with similar work adjusted for site specific conditions and agreemem 
with the respective governmental agencies. The estimates arc made in current dollars, are not discounted and do not assume any insurance recoveries. 

Allocalion of the responsibility for remediation costs among Tampa Electric Company and other PRPs is based on each pany's relative ownership interest in or 
usage of a site. Acuardingly, Tampa Electric Company's share of remediation costs varies with each site. In vinually all instances where other PRPs are involved, those 
PRPE arc considered creditwonhy. 

Factors that could impact these estimates include the ability of other PRPs to pay their pro-rata portion ofthe cleanup costs, additional testing and investbgation 
which could expand the scope ofthe cleanup activities, 
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additional liability that might arise from the cleanup activities themselves or changes in laws or regulations that could require additional remediation. These costs are 
recorerable through customer rates established in subsequent base rate proceedings. 

Long-Term Commitmanls 

T K O  Energy has c~mmitment~ under long-term lease$, ptimatily for building rpacc, office equipment and h e a p  equipment 

Total rental expense for these leases, included in "Opemtim other expense4ther"  an the Consolidated Statements of Income for the years ended Dec. 3 I, 
2007,2006 and 2001, was $29.8 million, $30.0 million and $28.3 million, respectively, including leases of m a i m  equipment at TECO Transport. which was sold on 
Dec. 4, 2007. 

The following is a schedule of future minimum lease payments at Dec. 31,2007 for all leases with "on-cancelable lease terns in excess of one year: 

Future Minimum Lease Payments of Leases"' 

Y10renWDn 31. 

2008 
2009 
2010 
201 I 
2012 

Total mmimum lease payments 
Thereaner 

"no"", (",illio"U 

$ 5.4 
11.1 
11.1 
11.0 
11.1 
83.7 

$ 134.0 

(I) This schedule includes the fixed capacity payments required under a capacity and tolling agreement of Tampa Electtic which commences Jan. I ,  2009. In 
accordance with the provisions ofElTF 01-08. Determinig Wherheron Avongmenr Conrajrrs a Lease, the company evaluated the agreement and concluded 
based on the ~ t i le t ia  that the arrangement met the lease definition. Prudently incuned capacity payments are recoverable under an FPSC-approved cost recovery 
clause(See Note3 1. 

G ~ ~ r s n l e e i  and Lenern of Credit 

T W O  Energy accounts for guarantees in accordance with FASB lntqretation No. (FIN) 45, Guaranlor's Account;sg and Declosure Reyuirenients/or 
Guoranteer, hciudmg Indirect Guarantees o/lndebtedness ofofhers (on inle~reration of FASB S~ateaenu No. 5. 57 and 107 and resc;ssion a/ FASB h k ~ ~ r e t ~ t ; ~ ~  
No. 34). Upon issuance or modification of a guarantee lhe company determines ifthe ohligstion is subject to either or both of the following: 

Initial recognition and initial measurement of a liability: andfor 

Disclosure of specific details ofthe guarantee. 

Generally, guarantees ofthe pertbmance o f a  third pany or guarantees that are baed  on an underlying (where such a guarantee i s  not a derivative subject to 
FAS 133) arc likely to be subject to the recognition and measurement, as well as the disclosure provisions, of FN 45. Such guarantees must initially be recorded at fair 
value, as determined m accordance with the intepretation. 

Altematively, guarantees between and on behalf of entities under common control or that are similar to product wananties are subject only to the disclosure 
provisions of the interpretation. The company must disclose infomation as to the term of the guarantee and the maximum potential amount of future gross paymments 
(undiscounled) under the guarantee, even if the likelihwd ofa claim i s  remote. 
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A summary of the face amount or maximum theoretical obligation under TECO Energy's leffers of credit and guarantees as of Dec. 3 I, 2007 are as follows: 

Letters of Credit and Guarantees 

,millio",, 

Lemrr o/Clrdir and Cuar"es 
for thr BenW ol. 

Tampa Elecbie 
Lenen of credit 
G"-teeS: 

Fuel purchardenergy managemcntPz' 

TECO Tmnsport 
Leuem of eredir' 
TECO Coal 
Letters of credit 
Guarantees: Other 

Other unregulated 
Guarantees: 

Total 
Fuel purchaseienergy management"' - 3.9"' 53.7 - 

$ 6 1 . 7 $  - s - 6 32.3 - 

- 
- $ 0.3 16 

20.0 I .4 
20.3 I .4 
- 
_. 

2 5  - 

6 7  - 
6 9  2 4  

1 3 6  2 4  

- 

- - 
57.6 - 

~ 

$ 94.0 $ 3.8 - 
These guarantees renew annually and are shown on the basis that they will continue to renew beyond 2012. 
The amounts show? are the maximum theoretical amount guaranteed undn current agreements. Liabilities recognized represent the associated obligation of 
TECO Energy under these agreecments at Dec. 3 I .  2007. The obligations under these letters of credit and guarantees include net accounts payable and net 
detivative liabilities. 

TECO Transpon was sold effective Dec. 4, 2007. The terms ofthe sale ryuired that these leners ofcredit be replaced by the purchaser; this was completed in 
2008. 

(3) 

Finnnelsl Cwe~ants 

In order to uttl iz their respective bank fafilities, TECO EnergyITECG Finance and Tampa Electric Company must meet certain financial tests as defined in the 
applicable agreements. In addition, T K O  Energy, Tampa Elmtic Company and other operating companies have certain reesttictive covenam in specific agreements 
and debt instmments. At Dec. 3 I ,  2007, TECO Energy, Tampa Electric Company and the other operating companies were in compliance with a11 required financial 
covenants 

13. Related Parties 

The company and i ls suhsldsaties had certain lransacliom. in the mdinary C D U T S ~  ofbubmess, with entities in which directom of the company had interests. The 
company paid legal fees of $I . 3  million, $1.2 million and $1.3 million for the years ended Dec. 31,2007,2006 and 2005, respectively, to Ausley McMullen, P.A. of 
which Mr. Ausley (a director ofTECO Energy) is an employee. Other transactions were not matetial for the years ended Dec. 31, 2007,2006 and 2005. No material 
balances were payable as ofDec. 31,2007 or2006. 
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14, Segment Information 

TECO Energy is an electric and gas utility holding company with significant diversified activities. Segments are determined bared on how management 
evaluates, measures and makes decisions with rmpeet to the operations of the entity. The management of TECO Energy repons segments based on each subsidiary's 
contribution of revenues, net income and total assets, as required by FAS 131, Disclosurm about Se&"s ofm Enroprisr andReiafedlnjormarioa . All significant 
intercompany transactions are eliminated in the consolidated financial ~(atements of TECO Encrgy, but are included in determining reponable segments. 

During the first quarter of 2005, the company revised internal reporting information for the purpose of evaluating, measuring and making decisions with respect 
to the components which previously comprised the '.Other UnregulateP Operating segment. The revised operating segment, "TECO Guatemala", is comprised of all 
Guatemalan operations. The remaining  component^ are now included in "Other & Eliminations". Prior penad segment results have been restated 10 reflect the revised 
segment suucture. In 2007, only historical data is presented for TWG Merchant as all merchant a ~ s e t s  have been divested. Any residual results for 2007 and 2006 are 
included in "Other and Elminations". 

The information presented in the following table excludes all discontinued operations. See Nole 20 for additional details of the components of discontinued 
"perations. 
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Segment Information "' 

T". PIOPIO. TECO 
,"",L"",, Electrlr C.8 cos, 

2Wl 
Revenues-utsiders $ 2,1866 $ 5997 $ 5445 
Sales to affiliates 1.8 

Total  revenue^ 2,188.4 599.7 544.5 
Eamings f" unwnsol. 

affiliates - - - 

Depreciation and amortization 

Total intenst charges" 
lntrmally allocated interest"' 

11.6 
Provision (benefit) for taxes 85.2 16.4 46.3 
Net income from continuing 

operations '2 '  16 150.3 $ 26.5 $ 90.9 

178.6 40. I 38.4 

112.2 17.1 12.5 

- - 

Goodwill, net 16 - $  - $  - 
affiliates - -~ 

Investment in unconsolidated 

Other "an-current investments 

- 

- - - 
Total assets 4,838.3 761.4 501.2,' 
Capital expenditures S 373.8 $ 49.2 $ 43.8 
2006 
Revenus-ouuiders S 2,082.7 $ 577.6 S 574.9 

- Sales to affiliates 2.2 

Eamings from ~ n ~ o n s o l .  

- 

Totalrevenues 2,084.9 577.6 574.9 

affliateS -. - - 

Depreciation m d  amonization 
186.3 36.5 36.4 

107.4 15.2 10.6 Total interest charges'" 
lntemally allocated interest"' 

9.9 
Provision (benefit) for taxes 80.3 IK.8 35.6 
Net income (loss) from 

- - 

continungoperations 1'' 135.9 $ 29.7 $ 78.8 
Goodwtll. net $ - $  - $  - 

lnvstment in unconsolidated 

Other non~cumnt investments 

Total assets 4.813.7 765.2 389.41' 

affiliates - - - 

.~ - - 

Cap~tal expendmres $ 3664 $ 540 $ 402 
2005 
Revenues-utsiders $ 1.744.3$ 549.5s m.1 

Total revenuc~ 1,746.8 549.5 s o u  

affiliates - 

- Sales to affiliates 2.5 

Earnings f" unconsol. 

Depreciation and amortization 
187.1 35.0 36.8 

98.3 15.1 13.4 TOW interest charger" 
lntemally allocated interest,'' 

12.5 
Provision (benefit) for (axes 90.6 18.5 64.9 
Net income (loss) from 

- 

- - 

- - 

6 147.1 6 29.6 $ 115.4 c0"fin"ing operations," 

Goodwill, net 16 - $  - $  - 

Investment in unconsolidated 

Other "on-current investments 

Total assets 4,554.0 721.5 385.6" 

afliliates - - - 

- - - 
Capital expenditures s 203.5 s 42.5 s 24.1 

TECO TECO TWC 0th" 6. 
Trampan C".tem.b M".", Elimi".tions 

$ 197.1 $ 8.0'1. $ ..~ 16 0.2 
93 2 (95 0) 

290 3 8 0  (94 8) - 

- - 68.5 

- 5.6 0.5 0.5 
4.8 15.2 - 96.0 

n.8 14.9 (27.3) - 

13.5 7.8 - 45.0 

$ 3 4 0  $ 44711 $ - $  52 5 ,  
$ - $ 594 $ - - $ 

- - 103 4 (105 6) 
308 5 7 6  - ( m 4 )  

0.5 58.7 ~~ (0.3) 

0.3 

4.5 15.0 125.6 

(1.4) 14.6 - (23.1) 
10.9 8.7 (35.6) 

- 22.1 0.6 
- 

- 

$ 228 s 376 16 - $ ( 6 0 4 P  
$ - $  594 $ - $  - 

14.0 2.9 276.0 - 

- - 8.0 
333.9 424.60 - 635.0 

~ 

$ 16.5 $ 0.7 s - $  (22.1)"' 

$ 192.5 $ 7.7'.' S 0.4 s 10.6 
- 85.7 - (88.2) 

278.2 7.7 0.4 (77.6) 

(0.31 57.9 - 2.8 

21.4 0.8 0.7 0.4 

5.1 15.9 10.4 130.5 

(0.6) 14.2 10.1 (36.2) 
8.1 (1.9) (10.9) (67.4) 

16 20.2 $ 40.4 6 (14.6) 16 (127.1)" 
s s - $  59.4 $ - - 

- 2.9 274.0 20.2 

- 8.0 
322.4 408.4,** 233.0 545.2 

- - 

- (6 18.1 $ 0.2 $ 6.9 S 

379 

To(., 
TECO 
Enera 

$ 3,536.1 
-. 

3,536.1 

68.5 

263.7 

257.8 

2142 

398 9 
59 4 

275 5 

23 0 
6,765,2 
L 494 4 

$ 3,448 I 

3,448 1 

- 

58 9 

282 2 

278 3 

- 
1187 

S 244.4 
$ 59.4 

292.9 

8.0 
7,361 8 

$ 4557 

$ 3,nio.i 

3.ni0.1 

- 

60.4 

282.2 

288.7 

- 

101.9 

9 211.0 
$ 59.4 

297.1 

8.0 

$ 295.3 
7,170.i 
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( 1 )  

( 2 )  

From continuing operations. All penods have been adjusted to reflect the reclassification of results from operations to discontinued operations for CCC and BCH 
Mechanical, Inc. 
Segment net income is reponed on a basis that includes intemally allocated financing costs. Lntemally allocated costs for 2007,2006 and 2005 were at pretax 
rates of 7.5%, 7.5% and R%. respectively, based on the average of each subsidiary’s equity and indebtedness to TECO Energy assuming a 50150 debuequity 
capital S ~ N C ~ U T ~ .  lnfemally allocated intere~t charges are a component oftofal interest charges. 
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(3) Net income for 2007 includes $20.2 million ofafter-tax debt extinguishment costs, $149.4 million after-- gain on the sale ofTECO Transpon and $16.3 
million after.- in transaction costs. Net income for 2006 includes afler-tar gains o f  $8. I inillion on the sale ofMcAdams and $5.7 million on the sale of two 
steam turbines. Net income for 2005 includes $46.7 million after-tax ofdebt extinguishment charges at TECO Energy parent (including a F19.R million non~cash 
charge). 

2007 results for TECO Transpon are through Dec. 3,2007. 
The carrying value ofmineral rights as of Dec. 3 I, 2007,2006 and 2005 was $1  8.9 million, $20.6 million and $22.5 million, respectively. 
Revenues for 2007,2006 and 2005 are exclu~ive of entities deconsolidated as a result of FIN 46R and include only revenues for the conwlidaled Guatemalan 
entities. 
Included m other capital enpendirures is a cash offset of $22.1 million, related lo the sale of two combustion turbines by TPS MeAdamr 10 Tampa Electric. The 
corresponding capital expenditure is included m Tampa Electric's capital expenditures for 2006. 
Net income is comprised ofeamings from unconsolidated affiliates less: depreciation, interest charges, taxes and other net expenses of $0.3 million. 
Total =sets represent primarily equity and advances invested in unconsolidated afil iales. As of Dec. 3 I ,  2007, the equity and advances balance due TECO 
Energy totaled $413.5 million. 

(4) 
(5) 
(6) 

(7) 

(8) 
(9) 

Tampa Electric provides retail electric utility services to more than 668,000 ~ustomers in West Central Florida. PGS is engaged in the purchase and diStribution 
ofnatural gas for more than 334,000 residential, commercial, industrial and electric power generation cu~tomers in the state ofFlorida. 

TECO Coal, through its wholly-owned subsidiaries, owns mineral rights and owns or operates surface and underground mines and coal processing and loadmg 
facilities in Kentucky, Tennessee and Virginia. TECO Coal acquired and began operating two synthetic fuel facilities in 2000, whose production qualifies for the non- 
conventimal fuels tan credit. In 2003, these Synthetic fuel operations were transferred into a newly formed LLC for the purpose ofcontinuing p w t h  in the production 
and d e  of synthetic fuel. In Apnl2003, TECO Coal sold 49.5% interest in this entily, with another 40.5% being sold in 2004, and an additional 8% sold in 2005. 

TECO Transpon, through its wholly-owned subsidianes, tiansponed, stored and transferred coal and other dry bulk commodities for third panics and Tampa 
Electric. TECO T n ~ p o r t ' ~  subsidiaries operated on the Mississippi, Ohia and Illinois rivers, in the GulfofMexico and worldwidc. TECO Tran~pon was sold on Dec 
4,2007. 

TECO Guatemala includes the equity inveStmentS in the San Jose and Alborada power plants, the equity investment in DECA 11, and the TECO Guatemala 
parent company. 

TWC Merchant's assets were entirely divested by the end of2006 

15. Asset Retirement Obligations 

TECO Energy  account^ for asset retirement obligations under FAS 143, "Accounting for Asset Rstwemmt Obligations'' (FAS 143) and FrN 47 Accountin~/or 
Codilionai ASS# Retirement Ohlipgarions . An asset retirement obligation (ARO) for a long~lived assel is recognized at fair value at inception of the obligation if there 
is a legal obligation under an existing or enacted law or ~tatule, a witten or oral confract, or by legal con~rmction under the doctrine of promissory estoppel. Retirement 
obligations are recognized only if the legal obligation exists in ~onnecfion with or as B result of lhe permanent retirement, abandonment or sale o f a  long-lived asset. 

When the liability is initially recorded. the carrying amount ofthe related long-lived asset is correspondingly increased. Over time, the liability is accreted to its 
eslimatcd future value. The corresponding amount capitalized at inception is depreciated ovm the remaining useful life ofthe asset. The liability must he revalued each 
period based on current market prices. 
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TECO Energy has recognized asset retirement obligations for reclamation and site remration obligations principally associated with m a l  mining. Storage and 
transfer facilities. The majority of obligations arise from environmental remediation and restoration activities for coal-related operations. Prior I o  the adoption of FAS 
143, TECO Coal accrued reclamation costs far such activities. For TECO Coal. the adoption of FAS 143 modified the valuation and accmal methods used lo estimate 
the fair value of asset retirement obligations, 

For the years ended Lkc. 3 I .  2007,2006 and 2005, TECO Energy recognized $I .4 million, $1.5 million, and $1.6 million ofaccrclion expense, respectively 
associated with assn retirement obligations m "Depreciation and amwtization" on the Consolidated Statements Of Income. 

Reeonelllation of beginning and  ending carrying amount O f  B I E D ~  retlirement obligations: 

D l C .  3,. 
2006 - p I t o " 8 ,  2007 

Beginning balance S 5 2 1  $ 4 2 2  
Additional liabilities 0 1  3 5  
Liabilities settied 
Accretion expense 
Revisions to estimated eash flows 
Other" 

Ending balance 

(7.0) (2.4) 
I .4 I .5 

7.3 - 
0.6 ____ 0.6 

$ 47.8 - $ 52.7 - 

( I )  Accretion expense reclassed as a deferred regulatory asset 

During 2006, &mated cash flows used in determining the recognized assel retirement obligations were adjusted by $7.3 million at Tampa Electric Company. 
The amount is related to the increased cost of removal of materials u x d  for the generation and transmission ofpower. There were no adjustments to estimated cash 
flows in 2007. 

AS regulated ufiliticr. Tampa Electric and PGS must file depreciation and dismantlement studies periodically and receive approval from the FPSC before 
implementing new depreciation rates. included in approved depreciation rates is either an implicit net salvage factor or a EOSI ofremoval factor, expressed as a 
percentage. The net salvage factor is p~incipally comprised oftwo components~-a salvage factor and a cost of removal or dismantlement factor. The campany uses 
current cost ofremoval or dismantlement factan as part of the estimation me thd  to approximate the amount of cost of removal in accumulated depreciation. 

For Tampa Eleclric and PGS, the original cost ofulility plant retired or olherwise disposed of and the cost of removal, or dismantlement, less salvage value is 
charged to accumulated depreciation and the accumulated cost of removal reserve reponed as a regulatory liability, respectively. 

16. Mergers, Arquisitions and Dispositions 

Sale of TECO Transport 

On Dec. 4, 2007. TECO Diversified, Inc., a wholly-owed subsidiary ofthe company, sold its entire interest in TECO Trampon Corporation for cash to an 
unaffiliated investment group. The selling pnce was $405 million, subject to a working capital adjustment and mulled in a pretax gain of 622 1 ~ 3  million. which is ne1 
of transaction-related C O S ~ S .  In accordance with the provisions of SFAS 144, Accounrfng/or [he Inrpirmem or Disposol qlLong~LivedAssns (FAS 144). as a result of 
Its significant continuing involvement with Tampa Electric Company related lo the waterborne fransporlation a f  solid fuel, the  result^ of TECO Transpon were reflected 
in continuing operations. 
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Sale of Properlies 

During the year ended Dec. 3 I, 2006, the company sold two lots adjacent to the corporate off~ice in downtown Tampa. Florida to third pany real estate 
developen. The sales included total proceeds of$ l5 .0  million and resulted in pretax gains of $6.4 million. Included in each sale agreement was the ability to lease the 
properties until construction commenced and options 10 repurchase the propenies after a cenain period oftime in the event the lots were not developed. As a result of 
this continuing involvement, the total gain was being deferred until such time as the continuing involvement terminates. During 2007, the option to repurchase one of 
the lots expired and consmction commenced. AS a result, $0.4 million related to that sale was recognized in "Other income" on the Consolidated Statement of Income. 

Sale of Steam Turbines 

In July 2006, the company sold a steam turbine generatoi located in Maricapa County, Arizona to a third pany for a net after-tax gain of $2.6 million. In 
December 2006, the company sold a second Steam turbine generator also located in Mancopa County, Arizona to a third pany far a ,net affer~taX gain 0€$3.1 million. 

Sale d T P S  MeAdsms, LLC 

On Jun. 23,2006. TPS McAdams. LLC, an indirect subsidialy of TECO Energy, was sold to Von Boyett Corporation for $I .2 million in cash. The assets of TPS 
McAdams, LLC had been impaired in 2004 to an estimate of salvage value. which included allowances for potential future site restoration costs. In the first quaner of 
2006, TPS McAdams, LLC sold the combustion turbines at the site to Tampa Electric at the book value contemplated in the salvage estimate. lbe  sale and transfer of 
TPS McAdams, LLC, including its remaining assets and any potential Site restoration C O E ~ S  at terms better than contemplated in the salvage estimate, resulted in a pretax 
gain of $10.7 million ($8. I million after-tax) being recogwed in continuing operations. 

Sale of TECO Thermal 

In May 2006, the company sold the assets ofTECO Thermal, an indirect subsidiary ofTECO Energy, to a third pany. Total proceeds on the sale were $8. I 
million and resulted in an after-tax gain of$0.5 million. 

Dell Power Station 

On Aug. I6.2005, an indirect subsidiaty of TECO Energy completed the sale of substantially all of its asseis, including the Dell Power Station, to Associated 
Electric Cooperative, Inc., a Missouri electric cooperative, for $75 million. The sale resulted in a pretax gain of $23.2 million ($14.9 million afler-tar). TECO Energy 
retained c m i n  other operating liabilities totaling $1 1.0 million pretax ($7. I million after-tax). The net afler~tax impact of $7.8 million is included in continuine 
operations. 

Union and Gila River Project Companies 

On Jun. I ,  2005, the company completed the sale and transfer afownership of its indirect subsidiaries, Union Power Partners, L.P., Pandn Gila River, L.P., 
Trans~Union Interslate Pipeline, L.P., and UPP Finance Co., LLC, owners of the Union and Gila River power Stations in Arkansas and Arizona, respectively 
(collectively, the Projects) to an entity owned by the Projects' lenders in the manner set fonh in the Projects' contimed Joint Plan of Reorganization. In connection with 
the transfer and the related release of liability, the company and its indirect subsidiaries paid an aggregate of $3 I .8 million, consisting of $30.0 million to the Project's 
lenden m consideration for release of liability and $I .8 million as reimbursement of legal fees for two non-consentiny lcndcrs in the recently concluded Chaoter I I 
proceeding. 
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BCH Meehnnicrl, h e .  

On Jan. 7, 2005, an indirect subsidiary of TECO Energy completed the disposal of its 100% interest in BCH Mechanical, Inc. (RCH) pursuant to B Stock 
Purchase Agreement dated BS of Dec. 3 I ,  2004. The purchaser ofRCH was BCH Holdings, Inc., majority o w e d  a1 that lime by Daryl W. Blume, who was a Vice 
President of BCH and one ofthe ownm afBCH when it was purchased by a subsidiary ofTECO Energy in September 2000. Under the transaction, TECO Energy 
retained BCH's net working capital determined a6 of Dec. 31,2004, and certain other existing obligations. During the third quarter of 2005, terms of the sale were 
modified from a sale ofassets to a sale of stock. This modification resulted in an additional after-tax loss ofSl.4 million on lax-related assets. The results of BCH are 
reflected in discontinued operations for all periods presented (see Note 20 ). 

Synthetic Fuel F~ellitios 

Effective Apr. I ,  2003. TECO Coal sold a 49.5% indirect interest in Pike Letcher Synfuel, LLC (PLS), which owns synthetic fuel production facilities located at 
TECO Coal's operation~ in east- Kentucky. In May 2004, W,CO Coal sold an additional 40.5% of ita membership interest in the synthetic fuel facilities and another 
8% in July 2005, under similar terms as the first transaction. On Dec. 29,2005, the agreements with the investors were amended to permit the curtailment of synthetic 
fuel production when oil prices are above certain thresholds and to allow the company the right, hut not the obligaiion, 10 cause PLS to reduce or halt synthetic fuel 
production should estimates for crude oil prices reach certain levels. This amendment also allowed for the release ofS20 million of the $50 million restricted cash that 
had been held in ~SCIOW. Generally, revenue is recognized as the monthly installments are received. Because the purchase price for this sale, as well as the other sales of 
ownership interests, IS related to the value of lax credits generated through December 2007. it was subject to a reduction 10 the extent the credit is limited due to the 
average domestic oil price for a particular year exceeding the benchmark designated for that year by the Department of Energy. In addition to retaining a 2% 
membership interest in the facilities, TECO Coal continued to supply the feedstock and operate thc facilities through the expiration of thc agreement on Dec. 3 I, 2007. 

17. Goodwill and Other Intangible Amee 

SFAS 141. Basiness Comhinalrons, requires all business combinations be accounted for using the purchase method of accaunting. Under SFAS 142 GoodKill 
and & l w  lnlangihle Ameu (PAS 142), goodwill i s  not subject to amortization. Rather, goodwill and intangible assets, with an indefinite life, are subject to an annual 
assesment for impairment by applying a fair-value-based test. Intangible assets with a measurable useful life are required to be amortized. 

As required under FAS 142, TECO Energy reviews recorded goodwill and inlangible assets at least annually during the founh quarter, for each reponing unit. 
Reporting unitr are generally determined as one level below the operating segment level; reporting units with similar characteristics are grouped for the purpose of 
determining the impairment, Ifany, of goodwill and other intangible assew. The fair value for the reponing unita evaluated is generally determined using discounted 
cash flaws appropriate for the business model ofeach significant group of assets within each reporting unit. The models incorporate assumptions relating IO future 
results of operations that are based on a combination of historical experience, fundamental economic analysis, observable market activity and independent market 
studies. Management periodically reviews and adjusb the assumptions, as necessaly, Io reflect cul~ent market conditions and observable activity. If a sale i s  expected in 
the near term or a similar transaction can be readily observed in the marketplacc, then this information is used by management to estimate the fair value ofthe reponing 
""it. 

At Dec. 31,2007, the company has $59.4 million of goodwill on its balance sheet, which is reflected in the TECO Guatemala segment. In conducting its annual 
impairmen1 as~e~smenl ,  the company determined the fair value of the Guatemalan reporting unit supported the goodwill. The balance ofgoodwill arose from the 
purchase of multiple entities as a re~ult  of the company's investment in its operations in Guatemala. 
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IS. Asset lmpairmenn 

The company accounts for assel impairments in accordance with FAS 144, which requires that long-lived assets be tested for recoverability whenever events or 
changes in ~ i r~umstances  indicate that its carrying value may not be recoverable. If it is determined that the carrying value is not recoverable, an impairment charge is 
made and the value ofthe asset i s  reduecd to the recoverable amount. When the impaired asset is disposed of, ifthe consideration received is in excess of the reduced 
carrying value, a gain would then be recorded. (See Note 16 )In accordance with PAS 144, the company assesses whether there has been an impairment ofits  long- 
lived assets and certain intangibles held and used by the company when such impairment indicators exist. No such indicators of impairment existed as of Dec. 3 I. 2007 
or 2006. 

In the founh quarter of2005, a pretax impairment charge of $3.2 million ($2.  I million after tax) was recognized related to the company's investment in the 
McAdams power station. The reduction in fair value resulted from an updated strategic review of the potenlial salvage options (including asset retirement obligations as 
a result of exiling the facility) following the decision to sell the combustion turbines and cemin ancillary equipment to Tampa Electric. 

19. Variable Interest Entities 

TECO Energy accounts for variable interest entities (VIES) under F M  46R, Consolidation 0fVoriable Inter-err Entities, on intopretation o /ARB No. 51 [FN 
46R). 

The company formed TCAE 10 own and Construct the Alboiada Power Station and the company formed CGESJ to own and consvuct the San l a d  Power 
Station. Both power stations are located in Guatemala and both projects obtained long-term power purchase agreeemenla (PPA) with EEGSA, a distribution utility in 
Guatemala. The tmns  afthe IWO separate PPAs include EEGSA's rib1 to the full capacity of the plants for 15 years, U.S. dollar based capacity payments, certain terms 
for providing fuel, and cenain other terms including the right 10 extend the Alborada and Sam Jose ContractS. Management believer that EEGSA is the primary 
beneficiary of the variable interests in TCAE and CCESJ due to the terms ofthe PPAs. Accordingly, both entities were deconsolidated as oflan. I ,  2004. The TCAE 
deconsolidation resulted in the initial removal of $25 million ofdebt and $15.1 million of net assets from E C O  Energy's Consolidated Balance Sheet. The San Jose 
deconsolidation resulted in the initial removal ofP65.5 million ofdebt and $106.6 million ofnet assets from TECO Energy's Consolidated Balance Sheet. The results of 
Operations for the two projects are classified as "Income from equity inve~tment~" on TECO Energy's Consolidated Statements of Income since the date of 
deconsolidation. TECO Energy's estimated maximum loss exposure is i t s  equity inveslment Of approximately $ I  88.8 million in these entities. (See Note 14 for 
additional financial information related to these projects). 

Pike Lecher Synfuel, LLC was established as pan ofthe Apr. I ,  2003, sale of TECO Coal's synthetic fuel production facilities. m i l e  TECO Energy's 
maximum loss exposure in this entity was its investment of approximately $8.2 million, the company could have lost potential earnings and incurred losses related to 
the production costs for synthetic fuel, in the event that such production created non-conventional fuel tax m d i t s  in excess of E C O  Energy's or the other buyers' 
capacity 10 generate sufficient taxable income 10 use such credits or fuel tax credits are reduced or eliminated due to high oil prices. Management believed that the 
company was the primary beneficiary ofthis VIE and continued to consolidate the entity under the guidance of FrN 46R through the expiration of synfuel production on 
D ~ C .  31,2007. 

In 1992, a subsidiary ofthe company, Hardee Powcr Partnen, Ltd. commenced Construction ofthe Hardee Power Station in central Flonda. HPP obtained dual 
20-year PPAs with Tamp Electric and another Florida utility company to provide peaking capacity. The company sold its interest in HPP IO an affiliate of lnvenergy 
LLC and GTCR Colder Rauner LLC in 2003. Under FIN 46R, the company is required to make an exhaustive effort to obtain sufficient information to determine if 
HPP is a VIE and which holder of the variable interests is the primary beneficiary. The new owners of HPP are no1 willing IO provide the information necessary IO make 
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these determinations, have no obligation to do so and the information i s  not available publicly. An a result, the company is unable to determine ifHPP is a VIE and i f  
so, which variable interest holder, if any, i s  the primary beneficiary. The maximum exposure for the company i s  the ability to purchase electriciry under lems ofthe 
PPA with HPP at rates unfavorable lo the wholesale market. 

24. Discontinued Operations and Assets Hold for Sale 

Union and  Gila River Project Companies (TPGC) 

Net income from discontinued operalions in 2007 was $14.3 million, after-tax, reflecting a favorable conclusion reached in the second quaner with taxing 
authorities for the 2005 disposition afthe Union and Gila River mmehant power plants, discussed below. 

On lun. I ,  2005, the company completed the previously announced sale and transfer ofownership of its indirect subsidiaries Union Power Panners, L.P., Panda 
Gila River, L.P., Trans-Union Interstate Pipeline, L.P., and UPP Finance Co., LLC, owners ofthe Union and Gila River power stations in Arkansas and Arizona, 
respectively (collectively, the Pmjects) to an entity awned by the Pmjects' lenders in the manner set fonh in the Projects' confirmed Joint Plan of Reorganization. In 
connection with the trannfer and the related relsase of liability, the company and its indirect subsidiaries paid an aggregate of $3 I .8 million, consisting of$30.0 million 
to the Project's lenders as consideration for the release of liability and $1.8 million as reimhunement of legal fees for two non-consenting lenders in the Chapter I I 
proceeding. AS a result afthe mnsaction, the company recorded a "on-cash, pretax gain of $1 17.7 million ($76.5 million afrer tar). which is reflected in discontinued 
operations. Through the May 3 I, 2005 cffectivc date ofthe mnsfer to the lending group, the nn equity ofthe Pmjects was reduced by accumulated unfunded operating 
losses primarily related 10 unpaid accrued interest expense on the Projects. As a result ofthe recognition of these subsequent losses, the book value of the assets was less 
than the book value ofnon-recourse project financing at the effective date of the sale and transfer fa the lending group. Accordingly, the gain on the disposition 
represents the transfer ofequity in the projects and the related non~recour~e debt and other liabilities in excess ofthe asset value ofthe projects. 

As an asset held far sale, the assets and liabilities that W C ~ C  expected to be transferred as pan ofthe sale were reclassified on the balancr sheet. The rcsdts from 
operations and the gain on sale have been reflected in discontinued operations for all periods presented. The following table provides selected  component^ of 
discontinued operations for the Union and Gila River project companies. 

Components of ineeme from discontinued operationsUnion and Gila River Project Companies 

,"?om, 
Fo~rhryran  mdcdDcc. 31, 
RWenUeS 
Loss from operations 
Gain on sale before tar 
Income (loss) before provision for income taxes 
(Benefit) provision for incometaxes 
Net income from discontinued operations 

Inmesf Experm 

2005 
$ 109.1 

(23.0) 
117.7 
90.0 
24.9 

$ 65.1 

- 
- 
- - 

In accordance with the Statement of Position 90-7, Financial Reponing by Entities in Reorganization Under the Bankruptcy Code (SOP 90~7). and the provisions 
ofthe U.S. bankruptcy code and the Joint Plan, interest expense on the Pmject entities' nom-recourse debt subsequent 10 the bankruptcy filing was not to be paid and 
was therefore not recorded. Had the bankruptcy proceeding not occurred, the Project entities would have recorded additional p r e u  interest expense af1644.3 million 
during 2005, which would have been reponed in income (loss) from discontinued operations. 
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Other f r ~ n ~ a c t i o n ~  

Components of income from discontinued operations also include TECO Thermal (sold in ZOOO), CCC (sold in ZOOS), and BCH Mechanical (sold in ZOOS). See 
Note 16 for additional details related to these ~ a l e s .  For all periods presented, the results from operations of each ofthesc entities arc presented as discontinued 
operations on the income statement. 

The following table provides selected components ofdiscontinued operations for transactions other than the Union and Gila River projects transactions: 

Components of income from discontinued oporationsOthor 

,niltiom, 
For Ih.yra,s r n d d  DlC *I .  2007 1006 2005 

Revenues s -  $ 0.8 $ 10.6 
Income (loss) from operations 1.5 (0.3) 

Income (loss) before provision for income faxes 2.3 (1.8) 

Net income (loss) from discontinued operations 16 - $ 1 . 9  a) 

- -  
~ 

(Loss) gain on sale - 0.8 3) 
~ 

~ 0.4 - Provision benetit) for income tares 

- = -  

21. Derivatives and Hedging 

From time to time, TECO Energy and its atliliates enter info futures, fonvards, swaps and option contracts for the following purposcs: 

To limit the exposure to price fluctuations for physical purchaser and sales of natural gas in thc coune ofnormal operations at Tampa Electric and 
PGS: 

To limit the exposure IO interest rate fluctuations on debt securities at TECO Energy and its affiliates; 

To limit the exposure to price fluctuations for physical purchases of fuel at TECO Coal; and 

To limit the exposure to synthetic fuel tax credits from TECO Coal's synthetic fuel produced as a result ofchanges to the reference price of 
domestically produced oil. 

TECO Energy and its affiliates use dmivatives only to reduce normal operating and market risks, no1 for speculative purposes. The eompany's primary objective 
in using derivative insrmments far regulated operations i s  to reduce the impact of market price volatility on ratepayen. 

The risk management policies adopted by TECO Energy provide a framework through which management maniton various fisk exposures. Daily and  period^ 
reponing of positions and other relevant metria are performed by a centralized risk management group which is independent of all operating companies. 

The company applies the provisions of SFAS 133, Accouniing/or Dcriwlive Instrumenis ondHedging Acrivifier, as amended by SFAS 138, Accountingfor 
Cmoir? DeNvaiive Insilumenr and Certain Hedging Activiw and SFAS 149, Ammdmmr on Slotcment 133 on Der-ivotivc lnsirumenlr and HedgiHE Activities . These 
standards require companies to recognize derivatives as either assets or liabilities in the financial statements, to measure those instmments at fair Y ~ I U O ,  and to reflect 
the changes in the fair value ofthose instruments as either components of OCl or m net income, depending on the designation of those instruments. The changes in fair 
value that are recorded in OCI are nut immediately rscognized in current net income. As the underlying hedged transaction matures or the physical commodity is 
delivered, the defmed gain or loss on the related hedging instmment must be reclassified from OCI to eamings bascd on its value at the time orthe insrmments' 
settlement. For effective hedge transactions, the amount reclassified from OCI to eamings is offset in net income by the amount paid or received on the underlying 
physical transaction. 
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At Dec. 3 I ,  2007 and 2006, respectively, TECO Energy and its affiliates had derivative &wets (current and non-current) totaling $2.2 million and $7.2 million, 
and liabilities (current and "on-current) totaling $26.1 million and $74.0 million. At Dec. 3 I ,  2007, $8.2 million of liabilities are related to interest rate swaps. The 
remaining $2.2 million ofassets and $1 7.9 million in liabilities are related lo natural gas swaps. At Dec. 31,2006, $7.0 million in derivative assets were related to crude 
oil options. The remaining $0.2 million of assets and $74.0 million of liabilities were related to natural gas swaps. 

At Dec. 31.2W7 and 2006, accumulated other comprehensive income (AOCI) included an afcer~tax $6.2 million unrealized loss and an after-tax $0.1 million 
unrealized loss. respectively, representing the fair value of cash flow hedges whose underlying transactions will occur within the next 12 months. Amounts recorded in 
A w l  reflect the estimated fair value based on market prices as ofthe balance sheet date, of interest rate derivative instmments designated as hedges. These amounts 
are expected Io fluctuate with movements in market prices and may or may not be realized as a loss upon fuhlre reclassification from OCI to eamings. The company 
does not currently have any cash flow hedges for transactions forecasted to take place in periods subsequent to 2010. 

For the years ended Dec. 3 I, 2007,2006 and 2005, TECO Energy and its affiliates reclassified amounts F" OCI and recognized net pretax gains of $6.5 
million, $0.5 million and $5.7 million, respectively. (See Note IO )Amounts reclassified from OCI were primarily related to cash flow hedges for physical purchases 
of fuel oil at TECO Tmnspon and TECO Coal. For these tyyes of hedge relationships, the gain on the derivative at Settlement i s  reclassified from OCI to eamings, 
which IS offset by the increased cost of spot purchases for fuel oil 

As a result of applying the provisions of FAS 71 in accordance with the FPSC, the changes in value of naNral gas derivatives ofTampa Electric and PGS are 
recorded as regulatory assets or liabilities to reflect the impacl ofthe fuel recovery clause on the risks of hedging activities. (See Note 3 )Based on the fair value of 
cash flow hedges at Dee. 3 I .  2007, net pretax losses of $I 7.3 million are expected to be reclassified from regulatory assets or liabilities to the Consolidated Statement of 
lncomc within the next fwelve months. 

At D e .  3 I .  2007, TECO Energy had a "Crude oil options receivable, net'' asset totaling $78.5 million for nansactions that were not designated as either a cash 
flow or fair valw hedge. This balance includes the full settlement value ofthe crude oil options of $1 20.8 million, offset by the $42.3 million of margin call collateral 
collected. These derivatives were marked-to-market with fair value gains and losses recognized in "Other income" on the Consolidated Statements oflncome. For the 
years ended Dec. 3 I, 2007,2006 and 2005, the company recognized gains on marked-to-market derivatives of1682.7 million, $2.9 million and $0.5 million, 
respectively. The increase in the gain from 2006 lo 2007 is reflective of the increase in oil prices and the total volume ufbanels hedged. 2.8 million barrels in 2006 
comoared to 25.1 million banelr in 2007. 

22. TECO Finance, Ine 

TECO Finance is a wholly owned subsidiary of TECO Energy, Inc. TECO Finance's sole pucpose is 10 raise capital for TECO Enerw's diversified businesses. 
TECO Energy is a full and unconditional guarantor ofTECO Finance's securities. (See Note 7 ) 
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TECO FINANCE, INC. 

Condensed Rnlnnce Sheets 

,l" nlffl"""1 
Assets 

Current A S S ~ I E  
Cash 
Advances-intercompan y 

Nonqurrent Assets 
Deferred tax asset 
Unamonizd debt expense 

Tolal Arreta 
Liabilitien and Capital 
Current Liabilities 
Interest payable 
Advances payable-intercompany 
Nonmrrent LhMUUrr 
Long-term debt 

Capital 
Common Roek and paid in capital 
Retained deficit 

Tom1 Liabilities and Capilal 

Total Current Asset8 

Total NonCurrent Aiteh 

Tobl  Liabilities 

Tot.1 Capital 

TECO FINANCE, INC. 

Condensed Statements 01 Operahons 

,m m,If,""s, 
ForCheye#mmdedDcc 31, 

Revenus 
Other Income 
Interest Expense 
Loss before benefit from income taxes 
Renetit (provision for) fmm income axes 
Net loss 

fir I f ,  
2un7 

$ 0.2 
737.6 
131.8 

1.8 
29.0 
30.8 

$ 768.6 

$ I .n 
- 

900.5 
902.3 

0.1 
(133.8) 

(133.7) 
$ 768.6 

200, 

1 6 -  

2.2 
(2.2) 
0.8 

$ (1.4) 

$ 0.1 

0.1 

0.9 

0.9 
s 1 0  

- 

- 

$ -  
133.4 

- 

133.4 

0.1 
(132.5) 
(132.4) 

16 I .o 
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TECO FINANCE, INC. 

Condensed Ststemem of Cash Flows 

,i" miuionr) 
ForlheyrarrmddDcc 31. 

Cash Flows fmm Operating Aclivitlea 
Net loss 
Adjustments to reconcile net loss to net cash f" operating activitim: 

Deferred tares 
!merest payabls 
Other assets 

Cash Flows used in Operating Activities 
Cnsh Flows from Financing Activities 

Advances 

Net increase (decrease) in cash 
Cash at the beginning ofthe year 
Cash at end of the year 

Cash Flows provided by Financing Activities 

23. Subsequent Events 

Tar-Exempt Auction I b l e  Bands 

On Feb. 19 and Feb. 26,2008 two series of--exempt auction-rate bonds totaling $105.8 million issued For the benefit of Tampa Electric Company by the 
Hillsborough County Industrial Development Authority (HCIDA) experienced failed auctions and, in accordance with the lerms of the bond indenhrres, the seven day 
interest rate on these series re~el to 14%. Auclions on Feb. 19 for Tampa Electric's three other series of tax-exempt auction-rate bonds wilh interest periods of 7 and 35 
days tolaling $181 .O million settled at interest rates of 10% to 12%. The interest rates set in the Feb. 19 auction of 1 1 %  and 12% an the Polk Counry Industrial 
Development Authority (PCIDA) Series 2007 and HCIDA Series 2007C. respectively, are in effect until Mar. 26. On Feb. 26, the auction for the HCIDA Series 2006 
settled a1 an interest rate of 7.55% for the succeeding 7-day interest period. On Feb. 25 Tampa Electric Company notified the rmstee for the tax-exempt bonds issued for 
the benefit ofthe company by the HCIDA and PCIDA that the company has elected to purchase in lieu ofredemption the $75 million PClDA Solid Waste Disposal 
Revenue Refunding Bonds (Tamp Electric Company Project) Series 2007, and the $125.8 million HCIDA Pollution Control Revenue Refunding Bonds (Tampa 
Electric Project) Series 2007 A, B and C, on Mar. 26,2008, which is an interest payment date. The company does not intend to extinguish or cancel the bonds upon 
such purchase. 

With respect to the company's remaining lax~exempt auction rate bonds, the $86.0 million HCIDA Pollution Control Revenue Refunding Bonds (Tampa Electric 
Company Project), Series 2006, the company plans to convert such bonds on or after Mar. 19,2008 to a rixed~rate mode pursuant to the terms of the Loan and Trust 
Agreement governing those bonds, which allows For their conversion from an auction m e  mode to other interest rate modes. 

Because the auciion rates reset every 7 days for $191.8 million ofthese bonds, and every 35 days for $95.0 million, management determined that it would not be 
reasonable OT practical to remeasure the fair value as afthe date ofthir repon, but that the values could be different than the amount included in the fair value disclosure 
in Note 7 
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Working Capital Settlement-TECO Transport Sale 

On Feb. 19.2008, TECO Energy. through a wholly-a*ned subsidiary, paid $3.7 million to adjust the working capital estimatd at Dec. 3 I ,  2007 related to the 
sale of TECO Transpon Corporation IO an unafiliated investment gmup (see Note 16 ). 

24. Quarterly Data (unaudited) 

Finnneinl dah  by quarter is as follows: 

~miflions ucepw-r share mounnl 
Q ~ a e e r  e d e d  

2007 
RWenUeS 
Income from operations 
Net income 

Net income from continuing operatiom 
Net income 

EPS h m  continuing operations 
EPS 

EPS h m  continuing apnations 
EPS 

Eamings per share ( E P S M a s i c  

Eamings per share (EPS)--diluted 

Dividends paid per common Share 
Stock price per common share'" 

High 
Low 
Close 

Q u m e r e d c d  

2006 
Revenues 
Income h m  Opmtions 
Net income 

Net income from continuing operations 
Net income 

EPS from continuing operations 
EPS 

EPS from conliming operations 
EPS 

Emings  per share ( E P S t b a s i c  

Eamings per share (EPSWiluted 

Dividends paid per common share 
Stock price per common share I / '  

High 
L O W  

Close 

(1 i Trading orices for common shares 

Dlc. 3, I" 

P 8583 
$ 3288 

s 1739 
$ 1739 

$ 083 
$ 0 8 3  

$ 0 8 3  
$ 083 
$ 0195 

$ 17.91 
$ 15.58 
$ 17.21 

Dee. J I  

$ 8262 
$ 784 

S 48.4 
9 4 8 9  

$ 023 
$ 0 2 3  

$ 0 2 3  
$ 023 
16 0 1 9  

s 1750 
0 1557 
$ 1723 

$ 990.0 
$ 141.7 

$ 92.8 
$ 92.8 

$ 0.44 
$ 0.44 

$ 0.44 
$ 0.44 
$ 0.195 

$ 17.71 
16 14.84 
$ 16.43 

$ 922.9 
$ 135.3 

$ 79.7 
$ 79.7 

$ 0.38 
$ 0.38 

$ 0.38 
$ 0.38 
$ 0.19 

S 16.20 
16 14.86 
$ 15.65 

Jun. 30 - 
6 866.5 
$ 87.7 

$ 59.4 
$ 71.7 

$ 0.28 
S 0.35 

$ 0.28 
6 0.35 
$ 0.195 

LE 18.58 
$ 16.40 
0 17.18 

Jun JO 

$ 862.6 
$ 118.3 

- 

$ 61.1 
$ 62.5 

$ 0 2 9  
$ 030 

9 0 2 9  
16 030  
$ 0 19 

$ 16.75 
$ 1440 
$ 1494 

M.r. 3, 

s 821.3 
16 78.4 

$ 72.8 
6 72.8 

$ 0.35 
$ 0.35 

IE 0.35 
$ 0.35 
$ 0.19 

- 

$ 17.49 
$ 16.22 
$ 17.21 

Ma,. 3, - 
$ 8364 
$ 86.2 

S 55.2 
$ 55.2 

$ 0.27 
$ 0.27 

$ 0.26 
$ 0.26 
$ 0.19 

S 17.73 
$ 15.97 
$ 16.12 

. .  _. 
(2) Founh quaner 2007 re~ults include debt extinguishment charges and TECO Transport results thmugh Dec. 3.2007. See Note 16 for information rcgarding the 

sale ofTECO Transport 
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TAMPA ELECTRIC COMPANl 

INDEX TO CONSOLIDATED FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA 

Manaeement's Re~on on Intmnnl Control Over Financial R e ~ o n i n p  

R e m n  of lndeoendent Recisrered Cenificd Public Accountine Film 

Consolidated Balance Shects. Dec. 3 I. 2007 and 2006 

Consolidated Statements of I I ICL~C and Camnrchcnawc Income fur fhc years m d d  Dcc. 31,2007, 2O06 and 2005 

Consoli&ted Sfalemenis oSCssh Flows Sorthe vears ended Drc. 31. 2007. ?I106 and 2005 

Consolidatcd Statements of Rctainrd Evrninqs for the v c m  ended Drc. 31.2007. 2006 and 211115 

Consolidated Statements ofCmiluliwtion. Dcc. 3 I ,  2007 m d  2006 

Notes to Comolidaied Financial Staiments 

Financial Stnfemcnt Schcdulc 11 Vrluation and Qualifvine A~counts and Resewer Sor the  ais ended Dm. 3 I, 2007. 2006 and 2005 

Sillnaiurer 

161 

161 

I 62~163 

164 

165 

166 

166-168 

1 6 9 ~  19 I 

202 

204 

All other financial statement rchedulcs have been omitted since they arc not required, arc inapplicable or the required information i s  presented m the financial 
statements or natcs thcreto. 
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TAMPA ELECTRIC COMPANY 

MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

Our management is responsible for establishing and maintaining adequate intemal control over financial reponing, as such term is defined in Rule 13a-I 5(0 of 
the Securities Exchange Act of 1934, as amended. We conducted an evaluation ofthe effectiveness ofTampa Electric Company's intemal control over financial 
reponing as of December 31.2W7 based on the framework in lntemal Control-~lnfegratpd Framework issued by the Committee of Sponsoring Organizations of the 
Treadway Commission. Based on OUT evaluation under this framework, our management concluded that Tampa Electric Comoanu's intemal ~ontrol over financial 
reponing was effective as of December 31,2007. 

Report of Independent Rqistered Certified Public Accounting Firm 

To the Board of Directors and Shareholders of Tampa Electric Company: 

In our opinion, the consolidated financial statements listed in the accompanying index present fairly, in all material respects, the financial position of Tampa 
Electric Company and its subsidiaries at December 3 l~ 2007 and 2006, and the re~ults of their operations and their cash flows for each ofthe three years in the period 
ended December 3 I ,  2007 in conformity with accounting principles generally accepted in the United States ofAmerica. In addition, in our opinion, the financial 
statement schedule listed in the accompanying index presents fairly, in all material respects, the information set fonh therein when read in conjunction with the related 
consolidated financial statements. These financial statements and financial statement schedule are the responsibility of the Company's management. Our responsibility 
is to express an opinion on these financial statements and financial Statement schedule based on our audits. We conducted our audits of these statements in accordance 
with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, and evaluating the overall financial 
statement presenlation. We believe that our audits provide a reasonable basis for our opinion. 

As discussed in Note 4 to the financial statements, the Company changed its method of evaluating its uncenain !AX positions as ofJanuary I ,  2007. A h ,  as 
discussed in Note 5 10 the financial statements, the Company changed its method of accounting for its defined benefit pension and other post-retirement plans as of 
December 3 I ,  2006. 

Tampa, Florida 
Februaly27,2008 
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DOCKET NO. 080317-El 

TAMPA ELECTRIC COMPANY 

Consolidated Balance Sheets 

hml 
fniuionr, Der. I,. 

Property, plant and equipment 
Utility plant in service 

EkCniC 

Gas 
Construction work in progress 
Pmpopeny, plant and equipment, at original FOLS 
Accumulated depreciation 

Other property 
Total pmpmy, plant and equipment ("a) 

c w r e n t  assets 
Cash and cmh equivalents 
Receivables, 16s allowance for uncollectibles o f$ l .4  and $I .2 at Dec. 31,2007 and 2006, re~peffively 

Inventories, at average COS1 

Fuel 
Materials and supplies 

C"rre"1 regulatoly assets 
C u m t  derivative assets 
T u e s  receivable 
Pnpaymenm and other c-nt a ~ s e t s  

Total C"rren1 &?sets 

Deferred debits 
Unamortized debt expense 

Long-term derivative assets 
Other 

Total deferred debits 
Tom1 asset8 

Long-term regulatory assets 

The accompanying notes are an integral pan of the consolidated financial ~tatement~  

I62 

$ 5,262.0 

917.4 
~ 363.6 

6.543.0 
(1.808) 

4.734.4 
4.5 
- 4,738.9 
- 

11.9 

238.8 

66.2 
58.0 
67.4 

0.3 
2.9 

11 6 
457 I __ 

22.9 
186.8 

I .9 
11.7 

223.3 
$ 5419.3 L 

__ 

2006 

$ 5,026.8 

877 7 
3189 

6223  4 

4,462 9 

__ 
__ (1,7605) 

4.4 
- 4,467.3 

5.1 

234.9 

63.7 
51.3 

255.7 
0. I 

15.0 
11.2 

637.0 

- 

~ 

20.8 
231.3 

0.1 
8.6 

260 8 
$ 5,365.1 
___ 
- 
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TAMPA ELECTRlC COMPANY 

Consolidated Balance Sheets (continued) 

Lbbilitie,s 8nd C%db+ 
(mj,ti"m, Dn 31, 

Capitd 
common stock 
&cumulated other comprehensive loss 
Reuined eamings 

Total capital 

Total capitalization 
Long-term deb4 less amount due within one year 

Current lhbilities 
Lon@erm debt due within one year 
Notes payable 
A C M U ~ S  payable 
Customer deposits 
C u m 1  regulatory liabilities 
Current derivative liabilities 
C u m 1  deferred income taxes 
Interest accrued 
Taxes accrued 
Other 

Deferred credits 
Total current liabilities 

Non-current deferred income lsxes 
Investment tax credits 
Long-term daivative liabilities 
Long-term regulatory liabilities 
Other 

Total deferred credits 
Tomi liabilltks and capital 

The accompanying notes are an integral pan ofthe consolidated financial statements. 
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2006 

$ 1.510.4 
(5.0) 

295.6 
1.801 .0 
1,844.8 
3,645.8 
- 
- 

5.7 
25.0 

237.6 
138.1 
35.4 
26.0 

0.3 
23.5 
16.8 
11.3 

519.7 

407.5 
12.0 
0.1 

582.7 
251.5 

~ 

1,253.8 - 
2_5.419.3 

2007 

LE 1,428 6 

284 9 
1.713 5 

- 

1,601.4 
3,314.9 

156.1 

222.8 
129.5 
46.7 
70.3 
50.4 
26.6 
19.4 
11.2 

781.0 

390.5 

48.0 

14.6 
3.7 

555.3 
305 I 

1.269 2 
$ 5 3 6 5  I -csc 
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TAMPA ELECTRIC COMPANY 

Cansolidnlod Statements of Income and Comprehensive Income 

,mi"!o"r, 
Fkwzheya#n m d d D # c  J I ,  

RI"e."IP 
Electic (includes franchise fees and grass receipts faxes of $87.4 in 2007, $81.4 in 2006, and $70.6 million in 

Gas (include franchise fees and gross receipts taxes of1623.8 in 2007, $22.8 in 2006, and $16.6 million in 
2005) 

2005) 
Total re"e""eS 

EXpWWW 
operations 

Fuel 
Purchased power 
Cost of nahlral gas sold 
Other 

Mainlenance 
Depreciation and amonization 
Taxes, federal and state 
Taxes, other than income 

Total expenses 
Income from operations 
Other income 

Allowance for other funds used duing commction 
Other income, net 

Total other income 

Interest on long-term debt 
Other interest 
Allowance for borrowed funds used duing construction 

Interest charges 

Total imprest charges 
Net income 
Other canprrbcnsivc IWS, net of tax 

Net unrealized losses on cash flow hedges 
Other comprehmsive loss, net of t u  

Comprehensive h o m e  

$ 2,1884 $ 2.084.9 $ 1,746.2 

599 1 
2,787 5 - 

577.0 
2,661.9 

549.5 
2,295.7 

947.9 906.8 546.8 
271.9 
389.9 
279.8 

221.3 
365.3 
293.5 

269.7 
350.2 
269.7 

113.9 
218 7 

99.8 

111.8 91.8 
222.8 

96.8 
222.1 
107.8 

1746 
~ 

2,496.5 
291.0 

~ 

172.4 
2,390.7 

271 .2 

153 8 
2,011 9 

283 8 - 
4.5 

10.5 
15.0 

~ 

118.3 
12.6 

2.7 
14.3 
17.0 

106.7 
17.0 

6.3 
6 3  

98 3 
I 5  1 

( 1 7 )  
I29 2 
176 8 __ 

(1 1 )  
122.6 
165.6 

~ 

113.4 
176.7 - 

~ 

- 

$ 165.6 

~ 

- 
$ 1767 6 171.8 

The accompanying notes are an integral pan of the consolidated condensed financial Statements 
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TAMPA ELECTRIC COMPANY 

Consolidated Statements of Cash Flows 

2007 

$ 176.8 

2 I 8.7 

2006 

$ 165.6 

222.8 

Imillimr, 
F"rlhryranm"&dDle. *I, 

Cash flows fmm operating setivida 
Net income 
Adjustments to reconcile net income to net cash from oporating aclivities: 

Depreciation 
Deferred income taxes 
lnvafment tax credits, net 
Allowance for funds used during emsrmctim 
Gain on Sale ofbusinesslassets, pretax 
Deferred ncovery clause 
Receivables, less allowance for uncollectibles 
Inventories 

Taxes accrued 
Interest accrued 
Accounts payable 

Prepayments 

2005 

16 176.7 

222.1 
72.2 
(2.6) 
- 

(45.6) 
(2.5) 
(4.5) 

(23.2) 

(0.4) 
123.7 

13.9) 
(9.2) 
(0.3) 
9.5 

53.4 
0.6 

(1.3) 

(154.31 ~, 
(32.4) 
(32.0) 

(3.3) 
29.5 

3.0 
0.1 

(3.1) 
(20.1) 

I .2 
(9.1) 

0.3 
67.5 

Other 
Cash flows from operating activities 

Cash flows from inverting m i v l t i a  
Capital expenditures 
Allowance for funds used dunng construetion 
Net p m c d s  f" sale of assets 
Purchase ofa business 

Cash flows used in invmting activitieS 
Cash flows from financing setivitier 

Commonstock 
Proceeds from long~tem debt 
Repayment of long-term debt 
Net decreue in shon-tem debt 
Dividmds 

Netincmae 10 cash and u l  equivalents 
Cash and cash equivaiens at beginning of period 
Cash and cash equlvllrns at end of period 

Suppiomentnl disclosure of cash flow information 
Cash paid during the year for: 
1ntere S I  

Income axes 

Cash flows used in financing activities 

5.9 
445.0 

29.8 
455.8 

15.1 
335.7 

(246.0) 
~ 

5.3 

(423 0) 
4.5 
0.4 

(420.4) 
2.7 

~ 

(418 1) 

81 8 
444 I 

(356 9) 
(23 0) 

(240.7) 

327.5 
(91.9) 

( 1  67.0) 
(169.4) 
(49.0) 
(12.3) 
174 1 3  

$ 5 1  $ 174 ansr;- 

$ 123.3 
$ 135.0 

$ 106.9 
$ 100.1 

$ 100.7 
S 30.3 

The accompanying notes are an integml pan ofthe consolidated financial statements, 
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TAMPA ELECTRIC COMPANY 

Conrolidsted Statements of Retained Earnings 

,mr,,mns, 
IbrzhrynnmdcdDic .  ) I ,  
Bdmet, beginning of y n r  $ 284.9 $ 288.7 $ 285.4 

176.8 165.6 176.7 Add Net income 
461.7 454.3 462.1 

Deduct: Cash dividends on canital stock 

mol 1006 2005 --- 
--- 

Common 
Balance, end of year 

166.1 169.4 173.4 - - ~  
6 295.6 5 284.9 $ 288.7 - - ~  --- 

Consolidated Statements of Cnpitalizstion 

c.pil., Smcl O",s,an*i"* Cash Di*'dmdr 
Ikr 31, Paid '" C"," 

Rd"0" Pl, 
,""jO"S, u c q ,  sham Imo.n,s, Pnrr Shore A.O"rU Shlrrr, "no"", 
Common stock-without par value 
25 million shares aulhonzed 

- 
2007 NIA In  $ 1,510.41,, 6 166.1 
2006 NIA In 16 1.42m.6'- 6 169.4 

Preferred rtock-SI00 par value 
I .5 million shares authorized, none outstanding. 
Preferred stock-no par 
2.5 million shares authorized, none outstanding. 
Preference stock-no par  
2.5 million shares authorized, none outstanding. 

(I) 

(2) Not meaningful. 

Quarterly dividends paid on Feb. 28, May 28, Aug. 28 and NO". 28 during 2007 
Quarterly dividends paid on Feb. I S ,  May 15, Aug. I 5  and No". I 5  during 2006 

The accompanying notes are an integral part ofthe consolidated financial statements 
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TAMPA ELECTRIC COMPANY 

Consolidated Stntemmh of Capitalization (continued) 

Lony-Trm Deal 
,m,,,!o"$, Der.  I , ,  D"< lU"7 2006 

T a m p  Weeble InStalhent wntracts payable:"' 
5.1% Refunding bonds (effective rate of 5.70%) 2013 $ 60.7 16 60.7 

4.4% Veiable rate far 2007'2'*' (effsctive rate of4.60%) and fixed rate 4.0% 

4.6% Variable rate for 2007"" (effective rate of 4.81%) and fixed rate 

5.5% Refunding bands (effective rate of 6.27%) 2023 86.4 86.4 

4.7% Vanable rate far 2007'"*' (effective rate of4.72%) and fired rate 4.0% 

5.3% Variable rate far 2007"1"' (effective rate of 5.52%) and fixed rate 

for 2006"' 2018 54.2 54.2 

4.25% for 2006,~~ 2020 20.0 20.0 

f o r z n w  2025 51.6 51.6 

5.85% for 2006 2030 75.0 75.0 

4.6% Vanable rate for 2007'"' (effective rate of 5.30%) and 3.89% for 2006 2034 86.0 86.0 
Notes: 5.375% 2007 - 125.0 

6.875% (effective rate of 6.98%)"' 2012 210.0 2in.o 
6.375% (effective rateof 7.35%)"' 2012 330.0 330.0 
6.25% (effective rate of6.3%1'.' 2014-2016 2sn.n 250.0 
6.55% (effective rate of 6.6%y'I 2036 2so.n 250.0 
6.15% (effective rate of 6.6%0)1' 

Senior NoteP"' Peoples Gsr System 

2037 190.0 - 
1,663.9 1,598.9 

I .n 
1 n . 3 3 ~ ~  2008 I .o 2.0 
10.30% 2oon-znn9 2.8 3.8 
9.93% 2008-2010 3.0 4.0 
m.nw zoo8-zn12 14.9 17.0 

Nota: 5.375% 2007 25.0 
6.875% (effective rate of 6 . 9 8 % ~  2012 40.0 40.0 

6.15% (effective rate of6.28%p 2037 60.0 - 
191.7 162.8 

(5.1) (4.2) 

10.35% 2007 - 

~ 

6.375Y0 (effective rate of 7.35%y'I 2012 70.0 70.0 

1,855.6 1,761.7 

1.8sn.5 1.757.5 

Unamonird debt premium (discount), net 

Less amount due within one yeat 

Totnl long-term debt 
5 7  156 I 

$ 1 , w . m  s 1.601 4 

(1) Tax~exempt securities. 
(2) Composite year-end interest rate. 
( 3 )  

(4) 
( 5 )  
(6) 
(7) 

The interest rate on thesc bands was fixed for a fiveyear term on Aug. 5,2002; upon cxpiration of that term the bonds were issued in an auction m e  mode 

These securities are subject 10 redemption in whole or in pan, st any time, at the option a f the  company 
These long-term debt agreements contain various restrictive financial covenants. 
The notes pay interest at an auction rate since refinancing in 2007. 
The notes pay interest at an auction rate since refinancing in 2006. 
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TAMPA ELECTRIC COMPANY 

Consolidated Ststementr of C~pitall2ation (continued) 

At Dee. 3 I, 2007, total long~tcrm debt had a carrying amount of $1,855.6 million and an estimated fair market value of $1,932.1 million At Dec. 3 I, 2036, total 
long-term deb1 had B canying amount of $1,761.7 million and an estimated fair market value of51 333.2  million. The estimated fair market value of long-term debt was 
based on quoted market prices for the same or similar issues. on the current rates offered for debt ofthe same remaining matufitier. or for long-term debt issues with 

ofthe short maturity of these insnuments. 
rates that approximate market rates, at carrying  amount^. The carrying amount of long-term debt due within one year approximated fair market value because 

A substantial part of the tangible assets of Tampa Electric is pledged as collateral for thc first mortgage bonds issued under Tampa Electric's first mortgage bond 
indentures. There are currently no bands ouefanding under Tampa EleFtric'S 6nl mortgage bond indenture, and Tampa Elecnic could cause the lien associated with 
this indenture lo be released 81 any time. Maturities and annual sinking fund requirements of long~tem debt far the years 2008 throu& 2012 and thereafter arc as 
follows: 

Long-Term Debt Maturities 

root.., 

,millions, 2"08 2009 2010 2011 - 2012 Themdtw de& 
- - - 540.0 1,123.9 1.663.9 

Peoples Gas 5.7 5.5 3.7 3.4 113.4 60.0 191.7 
Total long-term debt maturities s 5.1 $ 5.5 $ 3.1 $ 3.4 $ 1,183.9 $ 1,855.6 

Dec. 31, 2007 LO"#.,#?," 

Tampa Electric - 

The accompanying notes are an integral pan of the consolidated financial sfatemem 
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TAMPA ELECTRIC COMPANY 

Notes to Consolidated Financial Stalemonts 

1. Signincant Accounting Policies 

The significant accounting policies are BS follows: 

Basis of Accounting 

Tampa Electric Company maintains its accounts in accordance with recognized policies prescribed or permitted by the Florida Public Service Commission 
( m s c )  and the Federal Energy Regulatory Commission (FERC). These policies conform with generally accepted accounting principles in all material respects. 

me impact of Statement of Financial Accounting Standard (FAS) No. 71, Accounling/hr the E @ m  of Cerroin Types ofllegulorion, has been minimal in the 
experience. but when cost recovery is ordered over a period iongn than a fiscal year, costs are recognized in the period that the regulatory agency recognizes 

them in accordance with FAS 71 

The company's retail and wholesale businesses are regulated by the FPSC and related FERC, respectively. Pnces allowed by both agencies are generally based 
on recovery of prudent costs incurred plus a reasonable m u m  on invested capilal. 

Principles of Canrolidation 

Tampa Electric Company is a wholly-owned subsidiary of TECO Energy, Inc, and is comprised ofthe Electric division, generally referred to as Tampa Electric, 
and the Natural Gas division, generally referred to as Peoples Gas System (PGS). All significant intercompany balances and intercompany transactions have been 
eliminated in consolidation. 

The use of estimates is inherent in the preparation of financial  statement^ in accordance with generally accepted accounting principles (GAAP). Actual remits 
could differ from these estimates. 

Planned Major Maintenance 

Tampa Electnc and PGS expense major maintenance costs as incurred. Concurrent with a planned major maintenance outage, the cost of adding or replacing 
retirement units-of-propeny is capitalized in conformity with FPSC and FERC regulations. 

Depreciation 

Tampa Electric computes depreciation expense by applying composite, straight-line rates (approved by the state regulatory agency) to the investment in 
depreciable propeperty. Total depreciation expense for the y e m  ended Dee. 3 I, 2007,2006 and ZOOS was $215.5 million, $21 7.4 million and $21 5.0 million, respectively. 
There were no plant acquisition adjushnentr in 2007 or 2006, however acquisition adjushnents of$lO.O million occurred in 2005. The provision for total regulated 
utility plant in service, expressed BS a percentage ofthe original cost ofdepreciable propeny, was 3.7% for 2007, 3.9% for 2006 and 4.0% for 2005 as approved by the 
FPSC. Construction work-in progress is not depreciated until the asset is completed or placed in sewice. 

A l l o w ~ n ~ e  for Funds Used During Construction (AFUDC) 

AFUDC is a nom-cash credit to income with a corresponding charge to utility plant which represents the cost ofborrowed funds and a reasonable retum on other 
funds used for construction. AFUDC is recorded in years when the capital expenditures on eligible projects exceed approximately $36 million. The base on which 
AFUDC is calculled excludes construction work-in-progress which has been included in rate base. The rate used to calculate AFUDC is revised peiodically to reflect 
significant changes in Tampa Electric's cost ofcapital. The rate was 7.79% for 2007 and 2006. No projects qualified for AFUDC in 2005, while total AFUDC for 2007 
and 2006 was $6.2 million and $3.8 million, respectively. 
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Deferred Income Tares 

Tampa Electtic Company utilizes the liability method in the measurement of deferred income taxes. Under the liability method, the temporary differences 
between the financial statement and ax bases of assets and liabilities are reponed as deferred taxes measured at current tax rates. Tampa Elecmc and PGS are regulated, 
and their books and records reflect approved regulatory treatment, including certain adjustments to accumulated deferred income taxes and the establishment of a 
corresponding regulatory tax liability reflecting the amount payable to customem through future rates. 

Investment Tar Credits 

Investment tax credits have heen recorded as deferred credits and are being amonimd as reductions 10 income tar expense over the service lives a f the  related 
propew. 

Revenue rmagnition 

Tampa Electric Company recoplires revenues consistent with the Securities and Exchange Commission's StaWAccounting Bulletin (SAB) 104, Revenue 
Ruco~nioon in FhmcldSmenienlss. Except as discussed below, Tampa Elecnic Company recoplims revenues on a gross basis when eamed for the physical delivery 
of products or services and the risks and rewards ofownership have transferred to the buyer. 

The regulated utilities' (Tampa Electtic and PGS) retail businmes and the prices charged to customers are regulated by the FPSC. Tampa EleCfliC's wholesale 
business i s  regulated by FERC. See Note 3 for a discussion ofsignificant regulatory matters and the applicability of Financial Accounting Standard No. (FAS) 71, 
AccounningJbr the Efleecrs of Cenain Types ofRegulafion, to the company. 

Revenues and Cost Reeoveq 

Revenues include amounts resulting from cmt recovery clauses which provide for monthly billing charges to reflect inc~sases or decreases in fuel. purchased 
power, consemation and environmental costs for Tampa Electric and purchased gas, interstate pipeline capacity and conservation costs for PGS. These adjustment 
factors are based on cods incurred and projected far a specific recovery period. Any over- or under~recovery ofcosts plus an interest factor are taken info a ~ ~ o u n t  in the 
process of setting adjusrment factors for subsequent recovery periods. Over-recoveies of costs are recorded as deferred credits, and under~recoveries of C O S ~ S  are 
recorded as deferred charges. 

Certain other costs incurred by the regulated utilities are allowed to he recovered from customers through prices approved in the regulatory process. These costs 
are recognized as the associated revenues are hilled. The regulated utilities amrue base revenues for Services rendered hut unbilled to provide a closer matching of 
revenues and expenses (see Note 3) .  As of Dec. 31,2007 and 2006, unbilled revenues of $46.6 million and $47.8 million, rerpectively, are included in the 
"Receivables" line item on Tampa Electric Company's Consolidated Balance Sheets. 

Tampa Electric purchases power on a regular basis primarily to meet the needs of i ts retail Customcn. Tampa Electic purchased power iiom non-TECO Energy 
affiliates at a cost of $271.9 million, $221.3 million and $269.1 million, for the years ended Dec. 3 I ,  2007,2006 and 2005, respectively. The prudently incurred 
purchased power costs at Tampa Electric have histofically been rscavercd through an FPSC-approved cost recovery clause. 
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Accounting f a r  Excise Taxes, Franchise Fees and Gross Receipts 

Tampa Electric Company is allowed to recover certain costs incurred from cutomen through pr ica  approved by the FPSC. The amounts included in customers' 
bills for franchise f g s  and gross receipt taxes are included as revenues on the Consolidated Statements of Income. Thcse  amount^ totaled $1 11.2 million, $104.2 
million and $87.2 million, far the years ended Dec. 3 I ,  2007,2006 and ZOOS, respectively. Franchise fees and gross receipt taxes payable by the regulated utilitieS are 
included as an expense on the Consolidated Statements of Income in "Taxes, other than income". For the years ended Dec. 3 I, 2007,2006 and ZWS, these totaled 
$I 10.9 million, $104.0 million and $87.0 million, respectively. Excise taxes paid by thc regulated utilities are not material and are expensed as incurred. 

Asset Impairments 

Tampa Elechc Company ~ C C D U ~ I E  for long-lived assets in accordance with FAS 144, Accourrringfor the lmpairmenr 01 Disporol $Long-Lived Assets ,which 
supersedes FAS 121, Accounting Jhr the Impoirmenr oflong-lived Assers and Long~LivedAssrerx to be Dispmedof. FAS 144 addresses accounting and reporting for 
the impairment or disposal of long-lived assets, including the disposal of a component "fa business. 

In accordance with FAS 144, the company asscsses whcther there har been impairment of its long-lived assets and cenain inmgibles held and used by the 
company when such impairment indicaton exist. As of Dec. 3 I ,  2007, the c-ing value of 811 long lived assets was determined 10 be recoverable. No adjustments for 
asset impairments were recorded. 

Restrictions on Dividend PaymrnB and Transfer of Assets 

Certain long-term debt at PGS contains restrictions that limit the payment of dividends and distributions on the common stock of Tampa Elcmic Company. See 
Note 9 for additional information on significant financial covenants. 

Receivables and  Allow~nce for Uncollectible Accounts 

Receivables consist of sewices billed to residential. commercial, industrial and other custom~crs. An allowance for doubtful accounts is established based on 
Tampa Elecnic's and P G S s  collection experience. Circumstances that could affect Tampa Electric's and PGS's estimates of uncollectible receivables include, but are 
not limited to, customer credit issues, the level ofnatural gas prices, customer deposits and general economic conditions. Accounts are witfen uffonce they are deemed 
to be uncollectiblc. 

2. New Accounting Pronouncements 

Nonrontrolling Interests in consolidated Finanrisl Statements 

In December 2007, the Financial Accounting Standards Board (FASR) issued Statement of Financial Accounting Standard (SFAS) No. 160, N ~ n ~ ~ n t ~ i l i n g  
lnfercslr m Consolidored Finoncial Sloremenrs (FAS 160). FAS I60 was issued to impmve the relevance, comparability and transparency af  the financial information 
provided by requiring: ownership interesls be presented in the consolidated statement of financial p~sit ion separate from parent equay; the amount ofnet income 
attributable to the parent and the noncontrolling intcrcst be identitied and presented on the face of the consolidated statement of income: changes in the parent's 
ownership interst  be accounted far consistently; when deconsolidating, that any retained equity interest he measured at fair value; and that sufticient disclosures 
identify and distinguish between the interests ofthe parent and noncontmlling owners. The guidance in FAS I60 is effective for fiscal years beginning on or after Dee. 
IS, 2008. The company is currently assessing the impact of FAS 160, but does not believe it will be material to ill results ofoperatiom, statement of position or cash 
flows. 
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Business Combinations (Revised) 

In December 2007, the FASB issued SFAS No. 14111, Busimss Combinations (FAS 141 R). FAS 141R was issued to improve the relevance, representational 
faithfulness, and comparability of mformation disclosed in financial  statement^ about business combinations. The Statement establishes principles and requirements fog 
how the acquirer: I )  recogniles and measures the assets acquired, liabilities assumed and any noncuntroliing interest in the acquire: 2) recognizes and measures the 
goodwill acquired; and 3) determines what information lo  disclose far users of financial ~talement~ to evaluate the effects of the business combination. The guidance in 
FAS 14iR i s  effective prospectively for any business combinations for which the acquisition date is on 01 after the beginning ofthe first annul reporting penod 
beginning on or after Dec. 15,2008. The company will assess the impact of FAS 141R in the event it enters inlo a business combination whose expected acquisition 
date i s  subsequent to the required adoption date. 

Offsetting Amounts Related to Certain Contracts 

In Apnl2007, the FASB issued FASB Stlff Position (FSP) FIN 39-1. This FSP amends FASB lntelpretation No. 39, W i m i q  qfAnrourrrr Reloredro Cermin 
Conrrocrt by allowing m entity to offset fair value amounts recognized for the right to reclaim cash collateral (a receivable) or the obligation to retum cash collateral (a 
payable) against fair value amounts recognized far denvarive imtmments executed with the same counterpafly under a master netting arrangement. 7he guidance in this 
FSP i s  effective for fiscal yean beginning after No". 15,2007. The company adopted this FSP effective Jan. I ,  2008 without any effect on 11s muhs ofoperations, 
statement of positim or cash flows. 

Fair Value Option For Finanrial Assets and Financial Liabilities 

in Febmaly 2007, the FASB issued SFAS No. 159, The Fair Valve Option for Financial Assets and Financial Liahilirieslncludin~ an omrndmerrf qfFASB 
Smemerii No. 115 (FAS 159). FAS I59 permits enfilies 10 choose to measure many financial inrtmments and cenain other items at fair value that are not currently 
required to be measured at fair value. The objective of FAS 159 is to provide opportunities to mitigate volatility in reported earnings caused by measuring related =sets 
and liabiiities differently without having to apply hedge accounting provisions. FAS I59 is effective for fiscal years beginning afta No". 15.2007. The company 
adopted FAS 159 effective Jan. I, 2008, but did not elect to measure any financial inStmmentS at fair value. Accordingly. its adoofion did not have any effect on its 
resuI1s of operations, statement of position or cash flows. 

Fair Value Measurements 

in September 2006, the FASB issued SFAS No. 157, Fair Value Measuremenfs (FAS 157). FAS I57 defines fair value, establishes a hmework  for measuring 
fair value under gensrally accepted accounting principles, and expands disclosures about fair value measurements. FAS 157 emphasizes that fair value is a market- 
based measurement, not an entity-specific measurement, and states that a fair value measurement should be determined based on the assumptions that market 
participants would use in pricing the asset or liability. FAS 157 applies under other accounting pronouncements that require or pennit fair value measurements. 

FAS 157, among other things. requires the company to maximize the use ofobservable inputs and minimize the use of unobservable inputs when measuring fair 
value, and specifies a hierarchy of valuation techniques based m whether the inputs to thore val~ation techniques are observable or unobservable. Observable inputs 
reflect market data obrained from independent sources, while unobservable inputs reflect the company's market assumptions. SFAS I 5 7  defines the following fair value 
hierarchy, based on there two types of inputs: 

Level 1-uoted prices for identical insrmments in active markets. 

Lwei 2 4 u o t e d  prices for similar inStmmentS in active markets; quoted prices for identical or similar inmumenis I" markets that are not active; and 
model derived valuations in which all significant inputs and significant value drivers are observable in active markets. 

Level 3-Mcdel derived valuations in which m e  or more significant inputs or significant value drivers are unobservable. 
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Cast Recovery-PGS 

In September 2007, PGS filed its annual request with the FPSC to change its Purchased Gas Adjustment (PGA) cap factor for 2008. The PGA rate can vary 
monthly due to changes in actual fuel costs but i s  not expected to exceed the FPSC approved annual cap. In November 2007, the FPSC approved the cap fu to r  under 
PGS' PGA for the period January 2008 through Decembn 2008. 

SO, Emission Allowances 

The Clean Air Act Amendments of 1990 established SO, allowances to manage the achievement of SO, emissions requirements. The legislation also established 
a market-based SO, allowance tradingcomponent. 

An allowance authorizes a utility to emit one ton of SO, during a given year. The EPA allocale~  allowance^ to ut i l i t ie  based on mandated emissions reductions. 
At the end of each year, a utility must hold an amount of  allowance^ at least equal to its annual emissions. Allowances are fully marketable and, once allocated, may be 
bought, sold, traded or banked for use currently or in future yean. In addition, the EPA withholds a small percentage of the annul SO: allowances it allocste~ to 
utilities for auction sales. Any resulting auction proceeds are then forwarded to the respective utilities. Allowances may not be used for compliance prior to lhe calendar 
y e a  for which thcy are allocated. Tampa Electric accowlll for these using an inventory model with a zero basis for those allowances allocated to the company. Tampa 
Electric recognizes a gain at the time ofsale, approximately 95% ofwhich ~ C C N ~ S  to retail customen through the environmental E O S I  recovery clause. 

Over the years, Tampa Electric has acquired allowances through EPA allocations. Also, over time, Tampa Electric has sold unneeded allowances based on 
compliance and sllowance~ available. The SO,  allowance^ unneeded and sold resulted from lower emissions at Tampa Electric brought about by environmental actions 
teken by the company under the Clean Air Act. 

For lhe year ended Dec. 31,2007, Tampa Electric sold approximately 168,000 allowan~e~, resulting in proceeds of$91 .I million, the majority of which i s  
included as a cost recovery clause regulatory liability. In the yeam ended Dec. 31 ~ 2006 and 2005, approximately 44,500 and 100,000 allowancc~ wcre sold for $45.0 
million and $79.7 million in proceeds, respectively. 

Other Items 

Storm Damage Cost Recoven 

Tampa Electric ZEN- $4 million annually to fund a FERC authoticed self-insured storm damage reserve. Thin reserve was created after Florida's investor 
o w e d  utilities (IOUs) were unable to obtain tmnsmislion and distibution insurance coverage due to destructive acts of nature. 

The FPSC approved Tampa Electric to reclassify approximately $39 million of 2004 hurricane restorafi~n costs as plant in service (rate base). With this 
adjustment and the normal $4 million annu l  storm accmal, Tampa Electric's storm reserve was $20.0 and $16.0 million a afDec. 31,2007 and 2006, respectively 

C u d  Tronrponalion CDlrrracI 

In September 2 W ,  the FPSC voted to disallow a portion ofthe costs that Tampa Elecnic can recover from its customers for water transportation serviccs under 
a tive year nansponatim agreement ending Dec. 3 I, 2008. The amounts disallowed, and excluded from the recovcry under the fuel adjustment clause, were 
$15.lmillian, $15.3 million and$l4.1 million fartheyearsended Dec. 31,2007,2006and2005.respectively. 

Regulatory Assets and Liabilities 

Tampa Electric and PGS maintain their aecounts in accordance with recognized policies ofthe FPSC. In addition, Tampa Electric maintain~ its accounts in 
accordance with recognized policies prescribed or permitted by the Federal Energy Regulatory Commission (FERC). 
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Tampa Electnc and PGS apply the accounting treatment permitted by SFAS No. 71, Acmunrinb./or !he Ef/ecIs of Cerforn Tvpes ofRepilorion. Areas of 
applicability include: deferral of r e v e n u ~  and expenses under approved regulatory agreements: revenue recognition resulting from cost recovery clauses that provide 
for monthly billing charges to reflect increases or decreases in fuel, purchased power, conservation and envimmental costs: and the deferral of C O S ~ S  as regulatory 
assets to the period that the regulatory agency recognizes them when  COS^ recovery is ordered over a p e n d  longer than B fiscal year. Details ofthe regulatory assets and 
liabilitia as o f  Dec. 3 I .  2007 and 2006 are presented in the following table: 

Regulatory ASSCIS and Liabilities 

(millions, 

Replrtory .sets: 
Regulatory tax asser" 

Other: 
Cart recovery clauses 
Past-retirement benefit assel 
Deferred bond refinancing E O S ~ S ' "  

Envimnmental mediat ion 
Competitive rate adjustment 
Other 

Total other regulatory assets 

Total regulatory u s e s  
Less: current portion 
Long-term regulatory assets 

Regulatory liabilities: 
Regulatory tm liability' 

Other: 
Defmed allowance auction credita 

Environmental mediat ion 
Transmission and delivery storm reserve 
Deferred gain on pmpeny 
Accumulated resewe-co~t of removal 
Other 

cost recovery ClauSeS 

Total other regulatory liabilities 
Total regulatory liabilities 

Long-term regulatory liabilities 
Len: current portion 

Dr.31. 
2W7 

- $ 62.5 

47.2 
97.5 

25.5 
11.4 
5.4 
4.1 

191 7 
254.2 
- 

67.4 
16 186.8 

~ - 
$ 18.8 

0.1 
18.9 
11.4 
20.3 

4.7 
543.5 

0.4 
599.3 
618.1 
- 

35.4 
$ 582.7 
- 
- - 

Dee. 31, 
2006 - 

$ 49.5 

239.2 
148.9 

- 

26.7 
12.3 
5.5 
4.9 

437 5 
487.0 

~ 

255 7 
$ 231 3 
- 
- - 
S 2 0 6  

0 8  
28 9 
I 2  3 
163 

6 8  
516 I 

0 2  
581 4 
602 0 
- 

46.7 
$ 555.3 
- 
- 

( I )  
(2) 
(3) 

Related to plan1 life and denvative positions. 
Amortized o v e ~  the term ofthe related debt insrmmenl. 
Amortized over a 5-year period with various ending dates. 

All regulatory assets are being recovered through the regulatory pracess. The fallowing table further details OUT regulatory assets and the related recovery 
peeads: 
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Regulatory assels 

2w7 IOU6 ~- JmU"s, Dee. JI, 

Clause recoverable', 

101.7 152.6 Eaminga rate ofretum':' 

62.5 49.5 Regulatoly tar asset$'' 

37.4 40.2 Capital structure and othw' 

Total $ 254.2 $ 487.0 

To bo recovsred through cost recovery clauses approved by the FPSC on a dollar for dollar basis in the next year. The decrease between yean is principally due 
to the recovery ofpreviously unmovered he1 cask 

Primarily reflects allowed working capital, which is included in rate base and cams an 8.2 Yo rate "fretum as permitted by the FPSC. 
"Regulatory tax assets'' and "Capital structure and other" regulatary assets have B recoverable period longer than a fiscal year and are recognized over the period 
authorized by the regulatory agency. Also includcd are unamortized loan costs which are amortized over the life ofthe related debt instruments. See footnotes I 
and 2 in the prior table for additional information. 

$ 52.6 $ 244.i 

- -  
- _ = =  

(I) 

(2) 
(3) 

4. Income Tax Expense 

Tampa Electric Company is included in the filing "fa consolidated federal income tax retum with TECO Energy and its atliliates. Tampa Electnc Company's 
income tax expense is based upon B separate m u m  computation. Tampa Electric Company's effective tax ram for the twelve months ended Dec. 31.2007 and 2006 
differ from the ~tatutory rate principally due to state income taxes, amortization of investment tax credits, and the domatic activity production deduction. The decrease 
in the effective tax rate between yean is principally due 10 lo we^ permanent differences including a favorable increase in  the domestic activity production applicable 
stahltary percentage f" 2006 to 2007. 

In lune 2006, the FASE issued FIN 48, Accountinpjbfbr Uncenainty in Income T a r e s o n  inlrrpr-nolion o/FASB Slaiemenr No. I U Y ,  Accounting/or Income 
Tares. FM 48 addresses the de tennat ion  of whether tax benefits claimed or expected IO be claimed on a tar mum should be recorded in the financial ~tatements. 
Under FM 48, Tampa El~ctric Company may recognize the tax benefit from an uncertain tax posilion only if it is more likely than not that the tax position will be 
sustained on examination by the taxing authoriti~s, based on the technical merits ofthe position. FIK 4X provides that the fax benefits recognized in the financial 
statements from such a position should be measured based on the largest benefit that has a greater than fifty percent likelihood of being realized upon ultimate 
~ettlemenl. FM 48 also provides guidance on dewcognition, classification, interest and penalties on income taxes, accounting in interim periods and requires increased 
disclosures. 

Tampa Electric Company adapted the provisions o f F M  48 effective Jan. I, 2007 with no impact. Tampa Electric Company recognizes accrued interest and 
pmalties associated with uncenain tar positions in "Operatian other expense-the? in the Consolidated Statements of Income. For the twelve months ended Dec. 3 I ,  
2007, Tampa Electric Company did not record any  amount^ of interest or penalties. 

The lntemal Revenue Service (IRS) concluded its examination of federal income tax retums for lhe years 2005 and 2006 during the year ended 2007. The US. 
federal statute of limitations remains open for the year 2007 and onward. Year 2007 is currently under examination by the IRS under the Compliance Assurance 
Program, a program in which TECO Energy is a participant. Statejunsdictions have sfatutes oflimitations generally ranging from 3 to 5 yean from the filing ofan 
incomc tax mum. The state impact ofany federal changes remains subject to examination by various states far a period o fup  to one year afler formal notification to the 
states. Years still open to examination by tax authorities in major statejurisdictions include 2002 and onward. 

The company does not currently have any uncertain tax positions and does no1 anticipate that the total amount of unrecognized tax benefits will significant11 
increasc or decrease within the next twelve months. 
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Tampa Electric Company's income tax expense IS bared upon a separate re" computation Income tar expense C O ~ S ~ S ~ !  ofthe following component? 

Income Tar Expense 

fmlllaru, Fedenl S!d# Told 

zw7 
Currently payable 
Defmed 
Amortilation of investment tax credits 
Total income tax expense 
Included in other income, net 

Included in opnating expenses 
2006 

C u m t l y  payable 
Deferrerred 
AmDnization of investment tax credits 
Total income tax expense 
Included in 0th- income, net 

Included in operating expenses 
zw5 

Currently payable 
Deferred 
Amortilation of investment tax credit! 
Total income tax expense 
Included in other income, net 

Included in operating e~penses 

16 128.5 $ 21.2 $ 1 4 9 . 7  

-.-.@I 
$ 9 9 s  

$ 1014 $ 114  $ 1 2 4 8  

- 
(20 3) (2 9) (23 2) 

( z 5 )  - 3) 
$ 8 4 6  $ 145 $ 991 

3) 
$ 968  

~ 

6 33.9 $ 5.6 $ 39.5 
61 7 10 5 12 2 

$ 9 3 0  $ 161 $ 1091 

(2 6) ~ ( 2 6 )  

(1.3) 
$ 107.8 - 

Deferred taxer result from temporary differences in the recognition ofcertain liabilities or assets for tax and financial reporting purposes. The principal 
campanmts ofthe company's deferred tar assets and liabililies recognized in the balance Sheet are as follows: 

Deferred Income Tax Assets and Liabilities 

b i U h s )  Ar n / D n  31, l W 7  
Deferred income tax asses,'' 

- 
Medical benefits $ 44.0 
lnsumce reserves 18.7 
Investment mx credits 7.5 

Pension and port-retirement benefits 
Hd@g activities 3.2 

17 6 
Other 

Told deferred income tax assets 
Deferred income tax liabilities"' 

Properly related 
Deferred fuel 
Pension and post~retirement benefits 

Total deferreed income tax liabilities 
Net deferred income tar liability 

$ (494.0) 
(14.6) 

2006 

$ 42.8 
11.2 
8.9 

57.5 
33.0 

$ 159.4 

$ (477.3) 
(65.5) 
(57.5) 

S (600.3) 
-1 

( I )  Certain property related assets and liabilities have been netted. 
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Defcned income tax assets and liabilities above are included in the balance sheel as follows: 

ImrUm" As d Der- J I .  2007 2006 
Currpnt defmed fax habhues $ (03) $ ( 5 0 4 )  
NO"-cunent deferred tan liabilities (4075) (390) 
Total 

-) 

The total income tar Drovisions differ from amounts comDuled bv avvlyine lhe federal statulopi tax rate to income before income taxes for the following 
reasons: 

Effective Income Tax Rate 

I#"i,tiO"S, 2007 
NQ income $ 176.8 
Total income tax provision 

~ 101.6 
- $ 278.4 
$ 97.4 

9.5 
(2.5) 

Income before income f a x 6  
Income taxes on above at federal statutory rate of 35% 

State income lax, net of federal income tax 
Ammilstion of investment tBx credits 
Equity ponion ofAFUDC (1.5) 
Domestic pmduction deduction (2.8) 
Other 1.5 

Total income tar provision $ 101.6 
Provision for income taxes as a percent of income f" continuing operations, before income taxes 

Consalldated Statements of Cash Flows 
Cash paid during the year for income taxes $ 135.0 

Increase (decrease) due to 

~ - 
36.5% 

5. Employee Postretirement Benefits 

2006 ZOOS 

$ 165.6 $ 176.7 
99 I 109 I 

$ 2647 $ 2858 
$ 9 2 7  $ 1000 

- 

iisj - 
2.0 I .z 

$ 109.1 
- - S 99.1 
_p 

37.4%, 38.2% 

$ 100.1 $ 30.3 

In September 2006, the FASB issued FAS No.158, Employer'x Accounting fo?' Defined Benefit Penrion and Orher Poslrerjremoll Plans, on omerrdmenr ofFASB 
Slotemem No 87, 88, 106 and 13Z(R). The company adopted FAS 158 on Dec. 31,2006 This standard requires the recognition in the statement offinancial position 
the aver-funded or under-funded status of a defined benefit postretirement plan, measured as the difference between the fair value ofplan assets and the benefit 
obligation in the case of a defined benefit plan, or the accumulated postretirement benefit obligation in the case ofother postretirement benefit plans. As a result ofthe 
application of FAS 71 to lhe impacts of FAS 158, Tampa Electric Company recorded $91.9 million in both benefit liabilities and regulatory assets as of Dec. 3 I ,  2006. 
This srandard did not affect the  result^ ofoperations. 

Penria" Benefits 

Tampa Electnc Company is a parkipant in the comprehensive retirement plans of TECO Energy, including a no"-contributory defined benefit retirement plan 
which covers substantially all employees. Where appropriate and reasonably determinable, the ponion of expenses, income, gains or losscs allocable to Tampa Electric 
Company are presented. Otherwise, such amounts presented reflect the amount allocable to all participants ofthc TECO Energy reiirement plans. Benefits are based on 
employees' age, years ofsewice and final average earnings. In 2007, Tampa Electric Company made contributions totaling $21.4 million to this "on-contributory 
defined benefit plan. 
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Amounts disclosed for pension benefits also include the unfunded obligations for the supplemental executive retirement plans. These are nonqualitied, "on- 
contributory defined benefit retirement plans available to certain members of senior management. In 2007, Tampa Electric Company made a contnbulion of160.8 
million to these nlans. 

Tampa Electric Company recorded regulated assets totaling $57.0 million related lo the additional minimum pension liability adjustment ai Dec. 31,2006 and 
$42.1 million for the unfunded pension liability related to the adoption ofFAS 158. There were no additional minimum pension liability adjustments recorded at Tampa 
Electric Company in 2005. 
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~~ 

Components ofnet pension expense, reCOnCiliation ofthe funded o tat us and the accrued pension liability for TECO Energy. Inc. are presented below. 

TECO Energy Comolidaf#d 

Obligations and Funded Slatus 

~ (6 I 1  
"-6 - 

(34.6) 134.21 
in- n i a  
$ 557.2 - 
$ 431.2 $ 4 3 4 7  

56.t 27.C 
35.5 7.7 

- ~ 

3) (341) 
I 4 Y 2 7  - 
I 4927 I 431.2 

557.2 - 16Y.S - 
tb4.ii (I34.71 
26.1 30.8 
X I  9 138.8 
11.21 14.5) 

.- ~ 

$ 40.3 

$ 57.1 $ 99.1 
ma "la 
n/r "la 

(4.5) 11.1) 
( 3 4 C I  1103.3) 
21 6 - 35 v 

- -  

I 40.3 S 30.4 = -  

.. ~ 

(1.0) (1.C) 
(228) (129) 
s 33.4 s 25.2 - -  

.. ~ 

(1.0) (1.C) 
(228) (129) 
s 33.4 s 25.2 - -  

The accumulated benefit obligation for all defined benefit pension plans was $493.0 million and $508.3 million ai Sep. 30,2007 and 2006 (the measurement 
dales), respectively. 
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Infarmstion for the TECO Energv ronsolldnted pension plans with m accumulated benefit ohligifion in excess of plan assets 

2007 2W6 - -  Acmmulated bmeflt In o x c m  of!An # s a d ~  (milllanc) 

Project benef~ obligation, mearvmment date $ 557.2 $ 569.9 

Fair ~ l u e  of plan assets, mewremen1 date 492.1 435.2 
Accumulated benefit obligation, measurement date 493.0 508.3 

Conrponrnis of TECO Energy eomdidated Na Periodic Bmefli Cosi 

(million,) ~~~~i~~ hn.nn 

Net periodic benefit cost: 
service cost 
1"lerest COS1 

Expected mum on plan assets 
A m o r b t i o n  of; 

Actuarial loss 
Pnor senice (beneflt) cost 
Transition (asset) obligation 

CuRailment (Bin) loss 
Settlement (gain) loss 

Net paiadic benefit cost 
I .4 

$ 16.7 - 
In addition to the E O S ~ S  shown above, $0.6 million of special termination benefit costs were recognized in 2007. Tampa Electric Campany's ponion af the  net 

periodic benefit costs was 614.1 million, $11.6 million and $9.7 million for 2007,2006 and 2005, respectively. 

The atimated net loss and prior service net (benefits) far the defined benefit pension plans that will be ammized by Tampa Electric Company from regulatory 
assets into net periodic benefit cost over the next fiscal year m a l  $1.5 million. 

Other Postretirement Benefits 

TECO Energy and 11s subsidiaries ~ u m n t l y  provide certain posnetirement health care and life insurance benetits far substantially all employees retiring after age 
50 meeting certain service requirements. Tampa Electric Campany's contribution toward health care coverage for most employees who retired after the age of 55 
between Jan. I ,  I990 and Jun. 30,200 I is limited to 8 detincd dollar benefit b -4  on service. The company contribution toward pre-65 and posl-65 health care 
coverage for most employees retiring on or aRer Jul. I .  2001 is limiled loa defined dollar benetil based on an age and service schedule. In 2008. the company expects to 
make a contribution ofabout $10.5 million to this program. PosImtirement benefit levek am subStantially unrelated to d a r y  The company reserves the right to 
terminate or modify the plans in whole or in pan at any time. 

In 2003, the Medicare Prescription h g ,  Improvement and Modemiration Act of2001 (the MMA) was s ignd into law. Beginning in 2006, the new law added 
prescriptim drug coverage to Medicam, wilh a 28% tax-free subsidy to encourage employen 10 retain their prescription drug programs for retirees, along with other key 
pmvisions. TECO Energy's current retiree medical program for those eligible for Medicare (generally over age 65) includes coverage for prescription drugs. The 
company has determined that prescription dntg benefits available to cemin Medicare-eligible participants under its defined-dollar-benefit postretirement health care 
plan are at least "actuarially equivalent" 10 the standard drug benefits to be offered under Medicare Part D. 
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In 2004, the FASB issued FSP 106-2, Arcoming ond Disclosure RequirPmenis Relofedlo rhr Medicare Prescripnion D w g ,  lmpmvernenr a,>d Modemiionon 
Acf 0/2003 (FSP 106-2). The guidance in FSP 106-2 requires (a) that the effects of the federal subsidy be considered an achrarial gain and recognized in the same 
manner as other actuarial gains and losses and (b) c a i n  disclowreS for employers that sponsor postretirement health care plans that provide pre~cription d a g  benefits. 
TECO Energy and if$  subsidiaries adopted FSP 106-2 retroactive for the second quancr of 2004. 

The company received its first subsidy payment under Pan D in 2006 for the 2006 plan year. It has filed and is awaiting approval for its 2007 Pan D subsidy 
application with the Centm far Medicare and Medicaid Services (CMS). 

The following charts summarize the income statement and balance sheet impact for Tampa Eleclnc Company, as well as the benefit obllgattons, assels and 
funded status 

Ohlig~tionr and Funded StatuP--Other Postretirement Bonefin 

~mllti~".t 
Change in benrnt obligation 
Net benefit obligation at pnor measurement date 
Service cost 
Interest cost 
Plan panieipann' conmbutions 
A c t u a d  (gain) loss 
Curtailment 
Gross benetits paid 
Federal subsidy on benefits paid 
N n  benefit obligation a1 measwement date (Sept. 30) 
Change in plan assets 
Employer conhibutions 
Plan patticipants' contributions 
Gross benefits paid 
Fair value of plan assets at measuTemen1 dale (Sspt. 30) 
Funded status 
Fair value of plan aseels 
Benefit obligation 
Funded SUNS 81 measurement date 
Net contributions afler measurement date 
Unrecognized nn actuarial loss 
Unrecognized prior service (benefit) cost 
Unrecognized net transition (asset) obligation 
A c c ~ e d  liability at end of year 
Amounts R c e o g n M  io Bdmcc Sheet 

C m t  liabilities 
Non-current liabilities 
Prepaid bendit cost 
Accrued benefit cost 
Additional minimum tiability 
Intangible assets 
Accumulated olher comprehsnsive income 
Net amount recognized at end of year 

Long-tenn regulatory assets 

I82 

2007 2006 

$ 145.6 $ 141.5 
2.3 2.3 
8.3 7.7 
2.6 2.3 

(3.4) 2.3 
(1.5) 

(11.51 (10.01 
~ 

0.8 (0.5) 
$ 1432 $ 1456 

8.9 7.7 
2.6 2.3 

(11.5) (10.0) 
s -  s -  

s -  1 6 -  
143.2 145.1 

(143.2) (145.1) 
2.2 I .7 

20.9 21.6 
10.3 13.7 
91 129 

$ (1007) s (958)  

$ 4 0 3  $ 4 9 8  
(10 2) (102) 

(1308) (1354) 
d a  "la 
da  "la 
da "la 
"la nia 
da nia 

16 (1007) $ (95.8) 
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Companentn of Net Periodic Other Postretirement Benefit Cost 

2006 2005 - 2w7 Net prlodic b m e l  c ~ l l  (dlllons): 

Service cost 
IntereSl cost 
Amortization oE 

$ 2.3 $ 2.3 $ 2.4 
8.3 7.7 7.3 

Actuatial loss 

Transition (asset) obligation 
Net pet id ic  benefitcost 

Prior s m c e  (benefit) cost 
~ 0 4  
1 7  1 7  1 7  

2 1  2 1  

~ 

2 2  - 
S 145 '42 

Other Changes in Plan Assets and  Benefit Oblig~tioni Recognized in Regulatory Assets 

2006 zoo5 (mllllO"S, IWI 
Net scharial loss (gain) 

10.3 13.8 nia Ptior service cost (credit) 

Tmnsition obligation (asset) 9.1 12.8 nis 
$ 40.3 $ 48.2 nia Total recognized in regulatory assets 

- - -  
$20 .9  $ 2 1 . 6  nis 

- - _ _  
- - =  

The estimated prior service cost and tramition obligation for the other postretiremen1 benefit plans that will be ammized at Tampa Electric Company from 
regulatory assets into net pe t id ic  benefit cost over the next fiscal year is $3.2 million. 

Other Postretirement Benefit Plan Assets 

There are no assets associated with Tampa Electric Company's other posmlirement benefit plan 

Additional Information for Pensions and  Other Postretirement Benefits 

Penllon Be".R* Other Ben" 

2007 2006 ZW7 2006 p"m, 
$ l n ~ ~ a ~ e  m minimum liability included m regulatory assets S - s 5 7 0  s - ~ 

Weighted-average assumptions used to determine benefit oblrgabons at Sop. 30, (the measurement date) 

Discount Rate 
Rate of compensation increase 

PInaion Ben" Other BencRtr 
ZOO7 2W6 2007 2006 

620% 5 85% 6 20% 5 85% 
4.25% 4.00% 4.25% 4.00% 

Weighted-average assumptions used to determine ne1 periodic benefit cost for years ended Der. 31, 

Discount Rate 
Expected long-term mum on plan assets 
Rate of compensation increase 

8.25% 8.50% 8.75% "la "/a "la 
4.00% 3.75% 4.25% 4.W% 3.75% 4.25% 
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The expected xtum on assets assumption was based on expectations of long-term inflation, real growth in the economy, fixed income spreads and equity 
premiums consi~tent with our portfolio, with provision for active management and expenses paid. The salary increase assumption was based on the same underlying 
expectation of long-term inflation together with assumptions regarding red gmwh in wages and company-specific merit and pmmotian increases. The discount rate 
a~sumpiion was based on a cash flow matching technique developed by OUT outside achlaries and a review of current economic conditions. This  technique matches the 
yields fmm high-quality (Aa~graded, "on-callable) corporate bonds to the company's projected cash flows for the pension plan to develop a present value that is 
converted to a discount rate. 

Henlthcnre cost trend n t r  
lnlllal rate 
Ultimate rate 
Year rate reaches ulumate 

1W5 - 1006 - 2007 

9 25% 9 50"h 9 50% 
5.25% 5 00% 5 00% 

2015 2014 2013 

- 

Assumed health care cost trend rates have a significant effect on the amounls reported for the health care plans. A one-percentage~point change in assumed 
health care cost trend rates would have the following effects: 

,million., 1 %  ,.(.re.*e I% Dh.resae - 
Effect on total service and intnest cos1 $ 0.2 $ (0.2) 
Effect on postretirement benefit obligation $ 3.3 0 (2.8) 

Contributions 

On Aug. 17,2006, the President signed the Pension Protection Act of2006. which it generally introduces new minimum funding requirements beginning Ian. I, 
2008. TECO Energy's policy is to fund the plan at or above amounts determined by its actuaries 10 meet ERISA guidelines for minimum annual contributions and 
minimize PBGC premiums paid by the plan. TECO Energy contributed $30.0 million to the plan in 2007, which included a $25.8 million contribution in addition to the 
$4.2 million minimum contribution required. TECO Encrgy expecl~ to make a $9.0 million contribution in 2008 and average annual contributions af$l I million in 
2009 ~ 2012. Tampa Electric Company's portion of the pension contribution in 2008 is estimated at $7.2 million. 

Infomalion about TECO Energy's expected benefit payments for the pension and portretirement benefit plans follows: 

Expected Benefit PsymenbTECO Energy 
(including projected service and net of employee contributions) 

Expected benefit payments (milltons): 
2008 
2009 
2010 
2011 
2012 
2013-2017 

184 

Pendon 
B m m  

16 6 5 4  
44 3 
45 7 
47 0 
48 0 

258 5 
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Defined Contribution Plan 

The company has a defined contribution savings plan covering substantially all employees of TECO Energy and its suhsidianes (the Employem) that enables 
panicipams to save a ponion of their compensation up to the limits allowed by IRS guidelines. Thhe company and its subsidiaries match up to 6% of the panicipant's 
paymll savings deductions. Effective July 2004, employer matching connibutions were 30% of eligible participant contributions with additional incentive match of up 
10 70% of eligible panicipant contributions based on the achievement o f  cenain operating company financial goals. In April 2007, the employer matching contributions 
were changed to 50% ofeligible panicipant contributions with an additional incentive match of up to 50% For the years ended Drc. 3 I ,  2007.2006 and 2005, Tampa 
Electric Company recognized expense totaling $5.8 million, $4.5 million and $6.3 mil lm,  respectively, related to the matching contributions made to this plan. 

6. Short-Term Debt 

At Dec. 3 I .  2007 and 2006, the fallowing credit facilities and related borrowings existod 

Credil F a d i t k ~  

Dec 31, loo? De<. I , ,  *a06 

Lcnrn Lmrrr 
Crrdi, Borrou"~, n, C,df, C,d, S0""Ui"~S 0,Crrd;r 

(m~!iim, Far;t;,irr 0uwmd;nx '', 0 x " l ~ d ; " ~  - Facitiiia Ounmmdiq O",St#"di"X 

RlC0"rW: 
Tampa Electric Company: . .  

5 - p ~  facility $ 325.0 $ - s - $ 325.0 13.0 $ - 

Total $ 475.0 $ 25.0 s __ s 4751 s 48.0 P __ 
~ lyear accounts receivable facility isn.0 25.0 m . 0  35.0 ~ _ _ _ _ _  

= - *  - 
(1) Borrowings outstanding are ~eponed as notes payable. 

There credit facilities require commitment fees ranging from 9.0 ~ 17.5 basis points. The weighred average interest rate on outstanding no1es payable at Dec. 31, 
2007 and ZOO6 war 4.76% and 5.45%. respectively. 

Tampa Elecmc Companj, Cmdil FudiQ 

On May 9,2007, Tampa Electiic Company amended i s  $325 million bank credit facility, entering into a Second Amended and Restated Crcdit Agreement. Thc 
amendment (i) extended the maturity date ofthe credit facility from Oct. I I, 201 0 to May 9,2012 (subject to funher extension wilh the con~enf of each lender); 
(ii) continued to allow Tampa Electric Company to borrow funds at an inlewt rate equal to the fsderal funds rate, as defined in the agreement, plus a margin, as well as 
a rate equal to either the London interbank deposit rate plus a marsin or Citibank's prime rate (or the federal funds rate plus SO basis points, Ifhighher) plus B margin: 
(iii) allowed Tampa Electric Company to request the lenders to increase their commitments under the credit facility by up to $1 75 million in the aggregate (compared 10 
$50 million under the previous ag~eement), (iv) continued to include a $50 million letter of credit facility; (v) reduced the commitment fees and borrowing margins; and 
(vi) made other technical changes. Thhe facility rsquires that at the end afeach quaner the ratio of debt to capital, as defined in the agreement, not exceed 65%. AS of 
Dec. 3 I ,  2007, Tampa Elsctric Company was in compliance with this requirement. 

Tampa Eieclrrc Compmy A c c o u ~ ~ . ~  Receivable Fmil iq  

On Ian. 6, 2005, Tampa Electric Company and TEC Receivables Corp (TRC), a whally-owned subsidiq of Tampa Electric Company, entered inm h $I  50 
million accounts receivable collateralized borrowing facility. The assets ofTRC are not intended to be generally available to the creditors of Tampa Electric Company 
Underthe 
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Purchase and Conhibution Agreement entered into in connection with that facility, Tampa Electric Company sells and/or contributes to TRC all of its receivables for 
the sale ofelectricity or gas to its retail customers and related rights (the Receivables). with the exception ofcertain excluded receivables and related rights defined in 
the agreement, and assigns to TRC the deposit accounls into which the proceeds ofsuch Receivables are paid. The Receivables are sold by Tampa E l ~ ~ t r i ~  Company to 
TRC a1 a discount. Under the Loan and Servicing Agreement among Tampa Electric Company 8s Servicer, ' R C  as Borrower, cenain lenders named therein and 
CificorpNmh America, Inc. as Program Agent, TRC may borrow up to SI50 million to fund its acquisition ofthe Receivables under the Purchase Agreement. TRC has 
secured such borrowings with a pledge of all of ifs assets including the Receivables and deposit account~ assigned to it. Tampa Electric Company acts as Servicer to 
sewice the collection ofthe Receivables. TRC pays program and liquidity fees based on Tampa Electric Company's credit ratings. The receivables and the debt ofTRC 
are included in the consolidated financial statements of TECO Energy and Tampa Electric Company. 

On Dec. 20,2007, Tampa Electric Company and TRC extended the maturity of Tampa Electric Company's $150 million ~ C C O U ~ I S  receivable collateralircd 
borrowing facility from Dec. 2 I ,  2007 to Dec. 19, 2008. As pan ofthis extension, the EBITDA to interest covenant was eliminated and the debt to capital covenant was 
increased from 60% to 65%. 

7. Common Stork 

Tampa Electric Company is a wholly o w e d  subsidiary of TECO Energy, Inc. 

I'WG common S,o'k 

EXLX",C - TO,#, Sharer d ~ o u n r  - -  (m*,,,o"~, ~#p,pe,Zlrrr,,mo""I,, 

B a l s n c e h .  31,ZM)l"' 10 16 1,510.4 E - $ 1,510.4 

I O  $ 1,428.6 16 - 16 1,428.6 Balance Dec. 31,2006'" 

(I) TECO Energy, Inc. made equity contributions to Tampa Electric of $81.8 million and $51.8 million in 2007 and 2006, respectively, to support capital needs 
associated with generation expansion and environmental pmjects. 

8. Commitments and Contingencies 

Legal Contingrndos 

From time IO tu",  Tampa Electric Company is involved in variou~ other legal, tax and reguletory proceedings before various coum, regulatory Commissions 
and govemmental agencies in the ordinary course of its business. Where appropriate, accruals are made in accordance with FAS No. 5, Accounrig fo? Coniinpncies , 
10 provide for maltem that are probable of resulting in an estimable, material loss. While the outcome ofsuch proceedings is uncenam, management does not believe 
that their ultimate resolution will have a material adverse effect on the company's results of operations or financial condition. 

Superfund and Former Mnnufaetured Cas Plant Sites 

Tampa Electric Company, through it6 Tampa Electric and Peoples Gas divisions, is a potentially responsible pany (PRP) for certain superfund sites and, through 
its Peoples Gar division, for cemin former manufactured gas plant sites. While the joint and ~everal liability aswia ted  with these sites presents the potential for 
significant response costs, as of Dec. 3 I ,  2007, Tampa Electric Company has estimated its ultimate financial liability to be approximately 0 I I .5 million, and this 
amount has been accrued in the company's financial statements. The environmental remediation costs associated with these sites. which are eroected to be mid over 
many years, are not expected to have a significant impact on customer prices 

The estimated amounf~ represent only the estimated ponion ofthe cleanup wsts attributable to Tampa Electric Company. The estimates to perform the work are 
based on actual estimates obtained hom contractors, or 
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Tampa Electric Company's experience with Similar work adjusted for site specific conditions and agreements with the respective govemmental agencies. The e~timates 
am made in cumnt dullan. are not discounted and do not assume any insurance recoveries. 

Allocation of the responsibility for remediation costs among Tampa Electric Company and other PRPs is h a s d  on each party's relative ownership interest in or 
usage of a site. Accordingly, Tampa Electnc Company's share ofremediation costs varies with each site. In virtually 911 instances where other PRPs are involved, those 
PRPs are considered credilworthy. 

Factors that could impact these estimates include the ability of other PRPs Lo pay their pro-rat3 portion ofthe cleanup costs, additional testing and investigation 
which could expand the scope of the cleanup aclivities, additional liability that might arise from the cleanup activities themselves or changes in laws or regulations that 
could require additional remedintion. These costs are recoverable through ~ u ~ l o m e r  rafes established in subsequent base rate proceedings. 

Long-Term Commitments 

Tampa Electric Company has commirmenls under long-term leases, primarily for building space, ofice equipment and heavy equipment. Total rental expense 
included in the Consolidated Statements of Income for the years ended Dec. 3 I ,  2007,2006 and 2005 KBS $1.9 million. $4.2 million and $2.1 million, respectively. 

The following table is a schedule of future minimum leue payments at Dec. 31,2007 for all leases with non-cancelable lease terms in excess of one year: 

Future Minimum Lease Payments for Lenses''' 

lemmdd#dDec 31 

2008 
2009 
2010 
2011 
2012 
Later Years 
Taal mmlmum lease payments 

A r u v N  (millions) 
I 2.2 

10.6 
10.6 
10.8 
10.9 .. 
82.4 

s 127.5 

(I) This schedule includes thc fixed capacity payments required under a capacity and tolling agreement of Tampa Electric which commences Jan. I ,  2009. in 
accordance with the provisions ofEITF 01 -08, Delemining Whether an Ammge"l  Conroins Y Leose , the company evaluated the agreement and concluded 
based on the criteria that the arrangement met the lease definition. Prudently incurred capacity payments are recoverable under an FPSC-approved cost recovery 
c l u e  (See Note 3 ). 

Guarantees and Letters of Credit 

On Jan. I ,  2003, Tampa Elstnc  Company adopted the prospective initial measurement provisions for certain types ofguarantees in accordance With FASB 
Interpretation No. (FM) 45, Guarantor's Accounlhg and Disclosure Requircmentrfor Guoranfees, I n d u d i q  Indirecf Guarantees o f h d e b f c d ~ ~ e r r  of Other? (an 
interpreiorion sf FASB Siotonorn No. 5, 57, and 107 ondretcission ofFASB Inle~relolion No. 34) . Upon is~uance or modification of a guarantee after Jan. I, 2003 
the company must determine if the obligation is subject io either or both of lhe following: 

Initial recognition and initial measurement of a liability; and/or 

Disclosure ofspecific details of the guarantee. 
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Generally, guarantee ofthe performance ofh third pany or guarantees that are based on an underlying (where such a guarantee is not a derivative subject to 
FAS 133) are likely to be subject to the recognition and measurement, as well as the disclosure provisions, of F M  45. Such guarantees must initially be recorded st fair 
value, as determined in accordance with the interpretation. 

Alternatively, guarantees hetween and on behalf of entities under common Control or that are similar to product warranties are subject only to the disclosure 
provisions of the interpretation. "he company must disclose information as to the term ofthe guarantee and the maximum potential amount of furure gross payments 
(undisounted) under the guarantee, even if the likelihood o f a  claim is remote. 

At Dec. 3 I .  2007, Tamps Electric was not obligated under guarantees or leaen ofcredit for the benefit ofthird parties, including entities under common cmtrol. 
At Dec. 3 I, 2007, TECO Energy had provided a fud purchase guarantee on behalf of Tmpa Electric and had outstanding Inters of credit m behalf of Tampa Electric 
in the face amounts of $20.0 million and $0.3 million, respectively. 

Financial Covenants 

In order la utiliz its bank credit facilities, Tampa Electric Company must meet cenain financial tests as defined in the applicable agreements. In addition, 
Tampa Electric Company has certain restrictive covenam in specific agreements and debt instruments. At Dec. 31,2007, Tampa Elecnic Company was in compliance 
with required financial covenants 

9. Related Party Tmnsacthms 

In January 2006. Tampa Elechic purchased two 150-megawatt combustion turbines and other ancillary equipment from TPS McAdams for $20.6 million. This 
has been included in capital expenditures on the Tampa Electric Company Cansolidnted Statements of Cnsh Flows for the period ended Dec. 3 I .  2006. 

In October 2003, Tampa Electric s i s e d  a five-year cont~a~t  renewal with an affiliate company, TECO Transpon, for integrated waterhome fuel transportation 
smices  effective Jan. I, 2 W .  The contract calls for inland river and ocean transportation along with river terminal storage and blending services for up IO 5.5 million 
tons of coal annually through 2008. In December 2007, TECO Energy sold TECO Trampon to an unaffiliated pmy.  (See Note 16, Mergers, Acquisitlans and 
Dispositions in Notes to the Consolidated Finnnrlal Statements ofTECO Energy, lnc's Annual Repon on Form IO-K) 

A summary of activities between Tampa Electric Company and its aff%ate\ follows: 

Net transartions with affiliates: 

2005 - - - ,",ll,Oonr) 2UBI IOU6 
Fuel and interohange related, ne( S 932"s $ 103 1 $ 8 2 5  
Admmrtiative and general, net 6 196 $ 1 4 5  $ 1 3 3  
AmountadUPfiOmOrt~.RUistesafthe~~mp.ny=tDee.31, 

~dll!o"s~ 2w7 ZOO6 

Accounu reeewablb" $ 01  $ 2 6  
- 

Accounts payable 9 5 5  16 I I  7 

(I) 
(2) 

ACCDUIIIS receivable and accounts payable were incurred m the ordinary course ofbusiness and do not bear interest 
Amounts related to the transpomtion, transfer and storage of coal by TECO Transport 
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10. Segment Information 

Tampa Elmric Company is a public utility operating within the *talc of Florida. Through its Tampa Electric division, it i s  engaged in the generation, purchase, 
transmission, dislrihution and Sale of eleclrk energy 10 more than 668,000 customers in West Central Florida. I ts Peoples Gas System division i s  engaged in the 
purchase, dislnbution and marketing of natural gas far more than 334,000 residential, ~ommercial, industrial and electnc power generation ~ustomers in the stale of 
Florida. 

Segment Information 

Revenues-utsiders 
Sales to aftiliates 

Total revenues 
Depreciation and amonilation 
Total interest charges 
PIovision for taxes 
Ne1 income 
Total assets 
Capital expenditures 

Revenues-utsiders 
Sales to affxates 

Total revenues 
Depreciation and amoniration 
Total interest charges 
Provision for taxes 
Net income 
Total assets 
Capital expenditures 

Revenues-utsides 
Sales to aftiliates 

rota1 rwenucs 
Depreciation and amortization 
Total interest charges 
Provision for taxes 
Net income 
Total assets 
Capital expenditures 

2 w 6  

2w5 

~ $ 2 1 8 6 6  $ 5997 5 $ 2,786 3 

$ 2 , 1 8 8 4  $ 5997 $ (06) $ 2,7875 
1786 40 I 218 7 
1122 17 I 10 I I  129 2 

1 8  - (0 6) 1 2  

~ 

~~~ ~ ,~ ~, ~~ 

85.2 16.4 - 101.6 
$ 150.3 $ 26.5 $ ~. 0 176.8 

4,672.5 754.3 17.5) 5,419.3 
$ 373.8 S 49.2 $ $ 423.0 ~ 

6 2,082.7 $ 577.6 S -. IE 2,660.3 
2.2 - (0.6) 1.6 

$ 2,084.9 S 517.6 $ (0.6) $ 2,661.9 
186.3 36.5 - 222.8 
107.4 15.2 - 122.6 
80.3 18.8 - 99.1 

$ 135.9 $ 29.7 $ 5 165.6 
4,620.7 748.9 (4.5) 5365.1 

$ 366.4 $ 54.0 $ - $ 420.4 

$ 1,744.3 $ 549.5 $ $ 2,293.8 
2.5 ___ (0.6) I .9 

$ 1,746.8 $ 549.5 $ (0.6) $ 2,295.7 
187.1 35.0 - 222.1 
98.3 15.1 113.4 
90.6 18.5 - 109.1 

~ 

~ 

~ 

5 1471 $ 2 9 6  $ ~ S 1767 
4,438 2 721 5 (3 5 )  5,156 2 

$ 2035 S 425 $ .- $ 2460 - 
11. Asset Retirement Obligations 

Tampa Eiectnc Company ~ C C O U ~ ~ S  for asset retirement obligations under FAS 143, AccounNng for Assel Reliremcnr Oblrgatrons. An asset retirement obligation 
(ARO) for a long~lived asset is recognized at fair vduc at inception offie obligation ifthere is a legal obligation under an existing or enacted law or statute, a witten or 
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orai contract, or by legal constmction under the docttine of promissory esloppel. Reiiremenl obligations are recognimd only if the legal obllgatian exists in connection 
with or as a result ofthe permanent retirement, abandonment or sale of u long-lived asset. 

When the liability is initially recorded, the carrying amount ofthe related long-lived B E S C ~  i s  correspondingly increased. Over time, the liability is accreted to its 
estimated future value. The corresponding amount capitalized at inception is depreciated over thc remaining useful life ofthe asset. The liability must be revalued each 
petiod based on current market prices. 

For the years ended Dec. 31,2007 and 2005, areretion expense was immatetiai and no significant rwisions to estimated cash flows were necessary. For the year 
ended Dec. 31,2006, significant revisions 10 estimated cash flows used in determining thhc recognized asset retirement obligations were adjusted by $7.3 million at 
Tampa Electric Company. The amount is attributed to the increased cost of removal ofmaterials used in the generation and transmission of electticity. 

Reconciliation of beginning and ending carrying m " n t  of asset retirement obligations: 

Dac 31. - 2007 2006 
Beeinninx Balance $ 2 6 5  $ 186 

meP 
Ending Balance 

0.6 - 0.6 
$ 27.1 $ 2 6 . 5  - -  

(I) Accretion expense recorded as a deferred regulatory asset. 

As regulated utilities, Tampa Electric and PGS must file depreciation and dismantlement sludies petiodicaily and receive approval from the FPSC before 
implementing new depreciation rates. Included in approved depreciation rates is either an implicit net salvage factor or a cost ofremoval factor, expressed as a 
percentage. The net salvage factor is principally comprised of two components-a salvage factor and a cost ofrcmoval or dismantlement factor. The company uses 
current cost of removal or dismantlement factors as pan ofthe estimation melhod to approximate the amount of cost of removal in accumulated depreciation. 

12. Derivatives nnd Hedging 

Tampa Electtic Company enten into fulures, forwards, swaps and Option ~ m t r a ~ t ~  IO limit the exposure to interc11 rate changes for future debt issuance and 
price fluctuations for physical purchases and sales ofnafural gas in the course of noma1 operations. The company uses detivatives only 10 reduce normal operating and 
market risks, not for speculative purposes. The company's primary objective is to reduce the impact of market ptice volatility on ratepayen, and uses derivative 
 instrument^ primadly to optimize the value ofphysical assets, including generation capacity and natural gar delivery. The fisk management policies adopted by the 
company provide B framework through which management monitors various risk exposures. Daily and periodic reporting of positions and other relevant mettics are 
performed by a centralized risk management group which is independent ofall operating companies. 

The company applies the provisions of FAS 133, Accounting /OF Derivative lnsfnrmerirr and Hedging Activities, 03 omended b,, FAS 138, Accounlingfor 
Crrtoin Derivorive InrtrumenU and Certain Hedging Activity and FAS 149, Amendment on Slalcment 133 on Derivalive Insrrumenrs ond H e d g i q  Activilies . These 
standards require companies to recognize detivativcn as either assets or iiabilities in the financial sfatements, to measure those instnrments at fair value, and to reflect 
the changes in the fair value ofthose instruments as either components of other comprehensivc income (OCI) or in net income, depending on the designation of those 
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~~~~ 

instruments. The changes in fair value that are recorded in OCI are not immediately recognized in current net income. As the underlying hedged t m s a ~ t i o n  ~ ~ N E S  or 
the physical commcdiry is delivered, the deferred gain or loss on the related hedging instrument must be reclassified from OCI to earnings based on its value at the time 
of its reclassification. For effective hedge transactions, the amount reclassified from OCI to earnings is offset in net income by the amount paid or recaved on the 
underlying physical transaction. Additionally, amounts deferred in OCI related 1" an effective designated cash flow hedge must be reclassified to cunent eamings iffhe 
anticipated hedged transaction is no longer probable of occurring. 

At Dec. 3 I ,  2007 and Dee. 3 I ,  2006, Tampa Electric Company and its affiliates had derivative assets (current and non-current) totaling $2.2 million and $0.2 
million, respectively, and liabilities (current and nan-current) totaling $26.1 million and $74.0 million, respectively. At Dec. 3 I .  2007, $8.2 million of liabilities are 
related to interest rate swaps. The remaining $2.2 million of assets and $17.9 million in liabilities are related to natuml gas swaps. At Dec. 31,2006, all assets and 
liabilities were related to naNral gas swaps. 

As a result ofapplying the provisions of FAS 71 in accardance with the FPSC, the changes in value ofnatural gas denvatives are recorded as regulatory assets or 
liabilities to reflect the impact of the fuel recovery C ~ ~ U E C  on the risks ofhedging activities. Included in the net derivative liability as of Dec. 3 I .  2007 are $8.4 million in 
interest rate swaps related to the forecasted issuance of debt in 2008. These swaps qualify and are accounted for as cash flow hedges and the changes in fair value are 
recorded in other comprehensive income. 

Based on the fair values ofderivatives at Dec. 3 I, 2007, net pretax losses of$]  7.3 million are expected to be reclassified from regulatory assets or liabilities and 
accumulated other comprehensive income to the Consolidated Statement of Income within the next twelve months. However, these amounts and other future 
reclassifications fmm regulatory assets or liabilities and accumulated other comprehensive income will fluctuate with movements in the underlying mnrket price of the 
derivative instruments. The company does not currently have any cash flow hedges for transactions forecasted 10 take place in periods subsequent to 2009. 

13.  Subsequent Events 

Tax-Exempt Auction Rate Bonds 

On Feb. 19 and Feb. 26,2008 two series of tax~exempt auction-rate bonds totaling $105.8 million issued for the benefit ofTampa Electric Company by the 
Hillsborough County Industrial Development Aulhority (HCIDA) experienecd failed auctions and, in accordance with the terms of the bond indmlures, the seven day 
interest rate on these series reset to 14% Auctions on Feb. 19 for Tampa Electric's three other series oftax~exempt auction-rate bonds with interest periods o f 7  and 35 
days totaling $1  81.0 million settled at interest rates of 10% to 12%. The interest rates set in the Feb. 19 auction of 1 1 %  and 12% on the Polk County Industrial 
Development Authority (PCIDA) Series 2007 and HCWA Series 2007C. respectively. are in effect until Mar. 26. On Feb. 2 6 ~  the auction for the HClDA Series 2006 
senled at an interest rate of 7.55% for the succeeding 7-day interest period. On Feb. 25 Tampa Elcclric Company notified the tmster for the tax-exempt bonds issued for 
the benefit ofthe company by the HCIDA and PCIDA that the company has elected to purchase in lieu ofredemption the $75 million PCIDA Solid Waste Disposal 
Revenue Refunding Bonds (Tampa Electric Company Project) Series 2007, and the $125.8 million HCIDA Polhition Control Revenue Refunding Bonds (Tampa 
Electric Project) Series 2007 A, Band C, on Mar. 26,2008. which is an interest payment date. The company doer not intend to extinguish or cancel the bonds upon 
such purchase. 

With respect to the company's remaining tax-exempt auction rate bonds, the $86.0 million RCIDA Pollutian Canto1 Revenue Refunding Bonds ( T a m p  Electric 
Company Project), Series 2006, the company plans to conven such bonds on or afrer Mar. 19,2008 to a fixed-rate mode punuanl to the terms ofthe Loan and Trust 
Agreement governing those bonds, which allows for their conver~ion from an auction rate mode to other interest rate modes. 

Because the auct i~n rates reset every 7 days for $191 . E  million ofthese bonds, and every 35 days for $95.0 million, management determined that it would not be 
reasonable or practical to remeasure the fair value as of the date afthis repon, but that the values could be different than the amount included m the fair value disclosure 
I" the Consolidntod Statements of Capitnliratian 
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Item 9. CHANGES IN AND DISAGREEMENTS W T H  ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE. 
None. 

Item 9A. CONTROLS AND PROCEDURES 

TECO Enrrgv, Inc. 

Conclusions Regarding EN~t ivene~a  of Disclosure Controls and Procedures. 

TECO Energy's management, with the participation of its principal executive officer and principal financial officer, has evaluated the effectiveness of TECO 
Energy's disclosun contml~ and procedures (as such term is defined in Rules I 3 a ~ l  S(e) and 15d-IS(e) under the Securities Exchange Act of 1934, as amcnded (the 
"Exchange Act")) as ofthe end of the period covered by this annual repon (the "Evsluation Dale"). Based on such evsluation, TECO Energy's principal executive 
officer and principal financial ahicer have concluded that, as ofthe Evaluation Date, TECO Energy's disclosure ~ o n l r o l ~  and procedures are eilective. 

Management's Report en Internal Control over Financial Reporting. 

TECO Encrgy's Management's Repon on lntemal Control Over Financial Reponing i s  on page 100 orthis repon. 

Because d i t s  inherent limiations, intcmal contml over financial reponing may not prevent or detect misstatements. A contml system, no matter how well 
designed and operated, can provide only reasonable assurance with respect to financial statement preparation and presenfation. Projections of any evaluation of 
effectivene~s to future periods are subject to the risk lhat controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policiez m procedures may deteriorate. 

Changes in Internal Control over Finnneld Reporting. 

There was no change in TECO Energy's intemal conno1 over financial reporting (as defined in Rules 13a-IS(f) and 15d-lS(f) under the Exchange Act) 
identified in connection with the evaluation ofTECO Energy's intcmal conhols that occurred during TECO Energy's last fiscal quarter that has materially affected, or 
is rearonably likely 10 materially affect, such connols. 

Tamps Electric Company 

Conclusions Regarding EN~tiveness of Disclosure C ~ n t r o l ~  and Procedures. 

Tampa Electric Company's management, with the pmicipation of its principal executive oilicer and principal financial officer, has evaluated the effectiveness 01 
Tampa Electric Campmy's disclosure controls and procedures (as such term is detined in Ruler I3a-15(e) and 15d-I5(e) under the Securities Exchange Act of 1934, as 
amended (the "Exchange Act")) as ofthe end of @e period covered by this annual repon (the ' iE~aI~ation Dale"). Based on such evaluation, Tampa Elecmc Company's 
principal executive officer and principal financial officer have concluded that, ar of the Evaluation Date, Tampa Electric Company's disclosure controls and procedures 
are effective. 

Management's Report on iniernd cantroi over Finsneisl Reporting. 

Tampa Electric Company's Management's Repon on lntemal Control Over Financial Reponing is on page I61 ofthis repon. 

This annual repon does not include an atte~tatim repon of Pricewaterhousecoopen, LLP regarding Tampa Electric Company's intemal ~ o n t m l  over financial 
reparting. Management's repun WBE not subject IO anestation by Pricewalerhouscoopen pursuant to temporav rules of the Securities and Exchange Commission that 
permit the company to provide only management's repon in this annual repon. 
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Because of its inherent limitafions. intemal contml over financial reponing may not prevent or detect misstatements. A control system, no matter how well 
designed and operated, can provide only reasonable assurance with respect to financial Statement preparation and presentation. Projections ofany evaluation of 
effecuveness ID future periods are subject to the risk that ~ontro l~  may become inadequate because ofchanges in conditions, or that the degree ofcompliance with the 
policies or procedures may deteriorate. 

Changer in ln fern~ l  Control over Finmeid Reporting 

There was no change in Tampa Electric Company’s intemal control over financial reporting (as defined in Rules I38-lS(D and ISd-l S(l) under the Exchange 
Ac1) identified ~n connection with the evaluation of Tampa Electric Company’s intemal confrol~ that occurred during Tampa Electric Company’s last fiscal qumer that 
has materially affected, or is reasonably likely to materially affect, such contmls. 

Item 9B. OTHER INFORMATION 

None. 
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PART 111 

Item 10. 

(a) 

DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE. 

The information required by Item I0 with respect to the directors of the registrant is included under the caption “Election of Directors” in TECO Energy’s 
definitive proxy statement for its Annual Meeting of Shareholdm to be held on April 30.2008 (Proxy Statement) and is incorporated herein hy reference. 

(b) The information required by Item I O  concerning executive officers a f the  registrant is included under the caption “Executive Officers offhe Registrant” on page 
38 of this repon. 

The information required by Item 10 concerning Section I6(a) Beneficial Ownership Reposing Compliance is included under that caption in thc Proxy Statement 
and is incorporated herein by reference. 

Information regarding TECO Energy’s Audit Commioee, including the committee’s financial experts, is included under the caption “Comminees of the Board” 
in the Proxy Statement, and is incorporated herein by reference. 

TECO Energy har adopted a code ofethics applicable to all of its employees. ofticers and dimtcm. The text of the Sraridarh oflnfeg?‘;tj, is available in the 
Investors section of the company’s website at www.tecaenergy.com. Any amendments to or waivers of the Srondords of Infegrily for the benefit of any 
exccufive officer or director will also be posted on the website. 

(c )  

(d) 

( e )  

Item 11.  EXECUTIVE COMPENSATION. 

The information required by Item I I is included in the Proxy Statement beginning with the caption “Compensation D ~ X U S S ~ ~  and Analysis” and ending with 
“Post~Tzminatian Benefits” just above the w.ption “Ratification of Appointment of Auditor”, and under the caption “Compensation of Direclod’ and is incorporated 
herein by reference. 
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____ 

Item 12. SECURITY O W E R S H I P  OF CERTAIN BENEFICIAL O W E R S  AND MANAGEMENT AND RELATED STOCKHOLDER MATTERS. 

The information rcquired by Item 12 is included under the caption "Share Owenhip"  in fhc Proxy Statement. and is incorporated herein by reference. 

Equity compensation Plan Information 

(rhourmd~, exceplper shorrpnrr) @I (bl kl 

Pion crryory 
Equity compensation plslularrangements approved by 

tbe stockholdern 
2004 Equity lnCentlve Pian 
1997 Director Equity Plan 

Equity compensation plaodamogcments not approved 
by the stockholders 

None 
TO& 

(I) The reponed amount for the 2004 Equity Incentive Plan excludes performance shares which have been issued or may patentially be issued due to performance, 
subject lo a pdoimance-based vesting schedule. Because of lhe nature of these awards, these shares have also not been wken into B C C O U ~ ~  in calculating the 
weighted-average exercise price under column @)of this table. 
The reponed amount for lhe 2004 Equity Incentive Plan includes shares which may he issued as restricted stock, performsnce shares, performance 
accelerated restricled stock. bonus stack, phantom m x k ,  performance units, dividend equivalem and other forms of award available for gram 
under thc ~ l a n .  

(2) 

Item 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE. 

The information required by Item 13 is included under the captions ' t ena in  Relationships and Related Person Transactions" and "Director Independence" in the 
Proxy Stalement. and is incorporated herein by reference. 

Item 14. PRINCIPAL ACCOUNTING FEES AND SERVICES 

The informalion required by Item 14 for TECO Energy is included under the caption "Item 2-Ratification ofAppointmen1 of Auditor" in the Proxy Statement 
and is incorporated herein by reference. 

Tampa Electric Company incurred $0.8 million and $0.9 million in audit-relaled fees rendered by PricewaterhouseCoopen for 2007 and 2006, respectively, 
including $0.3 million in both 2007 and 2M)b related to SaI!"s-Oxley. No other fees were incurred et Tampa Electric Company in those yean. for sewices rendered 
by PticewaterhouseCaaperr. 

195 

427 



TAMPA ELECTRIC COMPANY 
DOCKET NO. 080317-El 
SCHEDULE NO. F-2 
PAGE 199 OF 506 

PART 1V 

Item 15. 

(a) 

EXHIBITS, FINANCIAL STATEMENT SCHEDULES, 

Certain D O P U ~ O ~ ~ S  Filed as Paif of this Form 10-K 

I. Financial Statements 

TECO Energy, Inc. Financial Statements-See index on page 99 

Tampa Electric Company Financial Statements-See index on page 160 

2. Financial Statement Schedules 

Condensed Parent Company Financial Statements Schedule I-pages 197-200 

TECO Energy, Inc. Schedule 11-page 201 

Tampa Electric Company Schedule 11-page 202 

3. 

The exhibits filed as pan ofthis Farm I O ~ K  a n  listed on the Exhibit Index immediately preceding such Exhibits. The Exhibit Index is incorporated herein by 
reference. 

The financial statement schedules filed as part of this Form IO-K are listed in paragraph (a)(Z) above, and follow immediately. 

E x h i b i t t S a  inden beginning on page 206 

(b) 

(c)  
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SCHEDULE I 4 O N D E N S E D  PARENT COMPANY FINANCIAL STATEMENTS 

TECO ENERGY, INC. 
PARENT COMPANY ONLY 

Condensed Balance Sheets 

,mi,,;.,nr, 

ASS@ 

Current assets 
Cash and cash equivalents 
Restricted cash 
Advances to afiliates 
Accounts receivable from afiliates 
Acwunll receivable 
Interest reeeivablc from affiliates 
hher current assets 

Total current assets 

Proprty, plant and equipment 
Propaty. plant and equipment 
Accumulated depreciation 

Total properly, plant and equipment 
Other assets 

Investment in subsidiaries 
Deferred income tares 
Other assets 

Total other assets 
Total assets 
Liabililitier and eqi,d 
Current linbilitirr 

Long-term debt, cwent 
Accounts payable to affiliates 
ACCOU~IS payable 
Margin call collateral 
Interest payable 
Taxes accrued 
Advances f" affiliates 
Other current liabilities 

Total current liabilities 
Other liabi 1 ies 

Long-tm debt-others 
Other l iabi l i t ies 

Total other liabilities 
Capital 

Common equity 
Additional paid in capital 
Retained eamings (deficit) 
Accumulated other comprehensive income 
Common equity 

Total lhbllitirs and capital 
Total capital 

The accompanying notes are am integral pan ofthc condensed financial statements. 

197 

5 99.8 
7.3 

395.8 
4.4 

2.3 
1.2 

510.8 

0.7 

- 

(0.1) 
0.6 

2,637.0 
782.2 

3.2 
3,422.4 

5 3,933.8 

I .0 
11.4 
42.3 

5.0 
3.8 

1,416.9 
4 4  

1,4848 

404 I 
12 3 

4164 

2109 
1,489 2 

334 2 
0 .7 )  

2,032.6 
2,032.6 

I 3,933.8 - 

nec. 3,. 
2" 

5 402.3 
7.1 

377.7 
5.2 
0.2 
I .9 
5.8 

800.2 

0.5 
(0.1) 
0.4 

2,403.1 
912.1 

16.7 
3,331.9 

$ 4,132.5 

S 371.4 
I .3 
6.6 

20.5 

358.8 
0.5 

759.1 

1,600.8 
21.2 

1,622.0 

209.5 
1,466.3 

83.7 
(8.1) 

1,75 1.4 
1,751.4 

$ 4 132.5 b 

~ 

~ 
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- 
SCHEDULE I 4 O N D E N S E D  PARtNT COMPANY FINANCIAL STATEMENTS 

TECO ENERGY, INC. 
PARENT COMPANY ONLY 

Condensed Slslementr o f  income 

For the years ended Der  31 
<mi l l iOW) 

RlWIlUeS 
E X p e W S  

Adminismtive and general expenses 
Other taxes 
Transaction costs related to sale ofbusiness 
Depreciation and amortization 
Restructuring charger 

Total expenses 
Income fmm operations 

Loss on debt extinguishment 
Other income 
Earnings from investments in subsidistics 

Interest income (expense) 
Interest inC"me 

Affiliates 
Others 

Others 

Income before income taxes 

Benefit for income taxes 
Net income 

1"ter.S expense 

Total interest expense 

2007 

$ -  

5.7 
0.9 

27.1 
0.4 

34 I 
(34.1) 

132.9) 

- 

I A 
504.6 

27.3 
9.3 

(121.3) 

354.3 
(84.7) 

(58.9) 
$ 413.2 - 

The aecompanyingnotes are an mtegml part ofthe candenred 6 m c d  ~tatementS 
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2006 

E -  

6.8 
- 

- 

- 

- 
6.8 

(6.8) 

(2.5) 
- 

319.4 

23.1 
20.3 

(14n.7) 
(105.3) 

204.8 

(41.5) 
16 246.3 - 

2005 

$ -  

10.1 
- 
- 
- 
0.1 

10.2 
(10.2) 

(74.2) 

433.6 
- 

36.8 
9.6 

(166.7) 

228.9 

(45.61 

(120.31 

$ 274.5 - 
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SCHEDULE 1 4 O N D E N S E D  PARENT COMPANY FINANCIAL STATEMENTS 

TECO ENERGY, INC. 
PARENT COMPANY ONLY 

Condensed Statements of Cash F l o w  

Fortheyedm m & d D r  31. 
(millions) 
Cash flows from operating aetivluea 

Cash flows from investing activities 
Resticled cash 
Capital expenditures 
Investment in subridianes 
Dividends from subsidiaries 
Net change in affiiiale advances 
Other non-current investments 

Cash flows from investing activitiw 
Cash now fmm financing activities 

Dividends to shareholders 
Common stock 
Proc& from long-term debt 
Repayment of long-lem debt 
Debt exchange premium 
Equity contract adjustment payments 

Cash flows used in financing activities 
Net (decrease) increase i n  cash and cash equivalents 

Cash and a s h  equivalents at beginning of p r l o d  
Cash and n s h  equivalents at end of period 

2007 
$ 56.8 

(O.?) 
(0.1) 

(67.8) 
338.7 
166.7 
42.1 

479.6 

(163.0) 
14.0 

(668.7) 

- 

(21.2) 
~ 

(838.9) 
(342 5) 

402.3 
$ 99.8 - 

2006 

0 10.2 

0.1 
-~ 

(43.3) 
282.3 
75.4 

314.5 

(158.7) 
12.5 

(106.2) 

~ 

- 

- 
~ 

(252.4) 
72.3 

330.0 
$ 442.3 

- 
275 6 
189.7 

465.0 

~ 

(157.7) 
1964 
297.8 

(480 0) 
- 
(2 0) 

(145.5) 
259 6 

70.4 
$ 330.0 - 

The accompanying notes are an in lcp l  part ofthe condensed tinancial s!atements. 

I99 

43 1 



TAMPA ELECTRIC COMPANY 
DOCKET NO. 060317-El 
SCHEDULE NO. F-2 
PAGE 203 OF 506 

SCHEDULE I A O N D E N S E D  PARENT COMPANY FINANCIAL STATEMENTS 

TECO ENERGY, INC. 
PARENT COMPANY ONLY 

Notes to Condensed Financial Statements 

1. Basis of Piesenfation 

TECO Energy, Inc., on a stand alone bass, (the parent company) has accounted for majority-owned subsidiaries using the equity b s i s  ofaccounting. These 
financial statements are presented on a condensed basis. Additional disclosures relating to the parent company financial statements are included under the TECO 
Energy Notes to Consolidated Financial Statements , which information is hereby incoTporatcd by reference. 

The use of eSlimater is inherenl in the preparation of financial statemenfs in accordance with generaily accepted accounting principles. Actual resuits could differ 
from those estimates. Certain prior year amounts were reclassified to conform to the currcmt year presentation. 

2. Long-term Obligations 

In connection with debt tender and exchange transactions, $32.9 million of premiums and fees were expensed and are included in "Loss on debt extinguishment' 
on the Condensed Parent h o m e  Statement for the year ended Dee. 3 1,2007. See Note 1 to Ihc TECO Energy Consolidated Financial S t a t emem for a description 
and details of long-1- debt obligations of the parent company. 

3. Commitments and Contingencies 

See Note I2 to the TECO Energy Conralidated Financial S t a t emmb far a description ofall material contingencies and guarantees outstanding of the parent 
company. 

4. Derivatives and Hedging 

At Dec. 3 I ,  2007. TECO Energy had a "Crude oil options receivable, nel"asse1 totaling $78.5 million for transactions that were not desi@" as either a cash 
flow or fair value hedge. T h i s  balance includw the full settlement value of Ihe crude oil options of $120.8 million, offset by the $42.3 million ofmargin call collateral 
collected. (See Note 2 ,  New Accounting P ronouncemen t sOf f se i "~  Amounts Related to Certain Contracts and Note 21 , Derivatives and Hedging, to the TECO 
Energy Consolidated Financial Statements. ) 

5. Sale of TECO Transport 

On Dec. 4,2007, TECO Divenified, Inc., a wholly-owned subsidiary ofthe company, sold its entire interest in TECO Transport CoTpporation far cash 10 an 
unaffiliated inve~tment gmup. In connection with this sale, TECO Energy Parent Only incurred tmsactian~related charges of $27.1 million. 
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SCHEDULE 11-VALUATION AND QUALIFYING ACCOUNTS AND RESERVES 

TECO ENERGY, INC 

VALUATION AND QUA1,IFYING ACCOUNTS AND RESERVES 
For the Yenn Ended DOE. 31,2007,2006 and 2005 

(millions) 

Allowmrr for Uoeollredble Acrounn: 
2007 
2006 
ZOOS 

Wrile~off of individual bad deb1 ~ F C D U ~ I S  (I) 
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SCHEDULE 11-VALUATION AND QUALIFYING ACCOUNTS AND RESERVES 

Allowance for Unealleetible Accounts: 
2007 
2006 
2005 

Wnte-off of individual bad debt accounts ( I )  

Far the Years Ended Dee. 31,2007,2006 and 2005 
(millions) 

Pslmenl  b- B.ll.re s t  Bslsnce .t Addillon8 

B*gi""i"e Ch.r#rd to Other Dedurtion, End or 
or Period 1.eome Chnqea PorM 

$ 1.2 F 6.8 $ 5 6.6 $ 1.4 

$ 1.0 $ 6.8 P $ 6.5 $ 1.3 

- 
~ 

16 1.3 5 6.3 $ - $ 6.4 $ 1.2 
~ 
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SIGNATURES 

Pursuant to Ihe requirements of Section I3  or IS(d) of the Securities Exchange Act of 1934, the Rqistrant has duly caused this reponlo be signed on its behalf 
by thc undersigned, thereunto duly autharirpd. 

Dated: Fchnrav 28,2008 

TECO ENERGY, INC. 

BY: Is1 SHERKCLL W. HUDSON 

SHERRILL w. HUOSON, 
Chs1nn.n o f t k  Board, DirWor 

and ChleTExecuHwOttirer 

Pursuant to the requirements of the Securities Exchange Act of 1934, this repon has been signed by the following persons on behalfof b e  registrant and in b e  
capacities indicated on February 28.2008: 

SiZ"St".. Title 

/SI  SHERRILL W. Hmsm Chairman ofthe Board, Director 
SnEnniLL W. HUDSON and Chief Executive Officer 

(Principal Executive Offcer) 

Id Goa" L. G l l L i T T l  Executive Vice President and 
GORWN L. GlLLtTTE ChiefFinancial Officer (Principal Pinancia1 Officer) 

Risk Management (Principal Accounting Offlcer) 
/SI SANDRA W. CALLUI*N Vice PresidentGTreasq and 

SANDRA W. CALLAHAN 

S1g"at"r. Tick siensturc Title 

Is/ C.  Dmorr A u s ~ r v  Director Id WILLIAM D. Rnxroto Director 
C. DUBOSE AUSLEY WILLIAM D. ROCKMRD 

Id Jasis L. FLRMM. IR. Director Is1 WILLIAM P. SOVEY Director 

Is/ Luis  GUINOT, la .  Director Id J. THOMAS Toucwro~ Director 

JAMES L. fER.VAN,JR. WILLIAM P. SOVEY 

LUIS GUINOT. JR J.  THOMAS TOUCHTON 

Is/  Loncira A. PEW Director id J U S ~ H  P. L a ~ m  Director 
LORETTn A. PE" JOSEPH P. LACHER 

Is1 TOM L. RAMN Director IS1 Pam L. WH" Director 
TOW L. FUNKIN PAUL L. WHITING 

Id JOHN B. R a m  Director 
JOHN B. -MIL 
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SIGNATURES 

Pursuant IO the requirements of Section 13 or IS(d) ofthe Securities Exchange Act of 1934, the Registrant has duly caused this report IO be signed on its behalt 
by the undersigned, thereunto duly authorized. 

Dated Februaly 28,2UU8 

TAMPA ELECTRIC COMPANY 

By: Is/ SHERR~LL W. HUDSON 

SHERRlLL W. HUDSON, 
Chairnmn ofthe Bosrd. Dlnctor 

and ChIdExcutire Omrcr 

Pursuant 10 the requirements ofthe Securities Exchange Act of 1934, this repon has been sipled by the following penons on behalf ofthe regiswant and in the 
capacities indicated on February 28,2008: 

S 8 " Z t W  TUk 

Is/ S ~ r n n i u  W. HUDSON Chairman of the Board, Director 
SHERRlLL W. HUDSON and Chtef Executive Offker 

(Principal Executive Officer) 

Chief Financial Officer (Principal Financial Officer) 

(Principal Accounting Officer) 

Is/ G""N L. ClLLLrrE Senior Vice President-Finance and 

IS1 PHIL L. B*RR,NtiiiR Chief Accounting Oflicer 

GORDON L. GILLETTE 

PHIL L. BARRINGER 

SiK".tWe Title signature Title 

/Si C. Du"sr Aiisriv Direclor / s i  WLUM D. R ~ i r r o a o  Director 
WILLIAM 0. ROCYFORD C. DUBOSE AUSLEV 

Is/ Jahlri L. FIRMAN, l a .  Director Is/ WliilaM P. sovrv Director 

I s /  Lues G",", 1%. Director Is/ I. Tmsas Touwnn Director 

WILLIAM P. SOVEY JAMES L. F E R M N ,  JR. 

LUIS GUINOT. JR J. THOWAS TOUCHTON 

id LORETT~ A. rr" Director Is/ JOSCPH P. L K t m  Director 
JOSE?" P. LACHER LORETTA A. PE" 

Is/ TOM L. R"~N Director /SI PAUL L. WHlTXM DlECtCX 
PAUL L. WHlTlNG TOM L. "KIN 

ld JOHN E. Riuii Director 
JOHN 8. RAMlL 
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Supplemental Information to Be Furnished With Reports Filed Pursuant to Section 15(d) of the Act by Registrants Which Have Not Registered Securities 
Pursuant to Section 12 of lhe Act 

No annual report or proxy m a t e d  has been sent lo Tampa Eiecltic Company's secunty holders because all of its equity secunlies are held by TECO Energy. 
1°C. 
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Exhibit 
No. 

3.1 
- 

3.2 

3.3 

3.4 

4.1.1 

4.1.2 

4.1.3 

4.2 

4.3 

4.4 

4.5 

4.6 

4.7 

4.8 

4.9 

INDEX TO EXHIBITS 

DISEri Illlo" 

Articles of Incorporation of TECO Energy, Inc., as amended on Apr. 20, I993 (Exhibit 3 ,  Form 10-0 for the quarter ended Mar. 31, 1993 ofTECO 
Energy, Inc.). 

Bylaws of TECO Energy, Inc., as amended effective Jan. 30,2008 (Exhibit 3.1, Form 8-K dated Ian. 30,2008 ofTECO Energy, Inc.). 

Articles a f  Incorporation of Tampa Electric Company (Exhibit 3 to Registration Statement No. 2-70653 of Tampa Electric Company). 

Bylaws of Tampa Electric Company, as amended effective Jan. 30,2008 

Installment Purchase Contract between the Hillsborough County Industrial Development Authority and Tampa Electric Company, dated as of Ian. 
31, 1984(Exhibit4.13,Form IO-KforI993ofTampaElecbicCompany). 

First Supplemental Installment Purchase Contract betwcen Hillsborough County Industrial Development Authority and Tampa Electric Company, 
dated as ofAug. 2, 1984 (Exhibit 4.14, Form IO-K for 1994 ofTampa Electric Company). 

Second Supplemental installment Purchase Contract between Hillsborough County Industrial Development Authority and Tampa Electric Company, 
dated as oflul.  I, 1993 (Exhibit 4.3, Form 10-0 for the quarter ended Jun. 30, 1993 of Tampa Electric Company). 

Loan and Trust Agreement among Hillsborough County bdusttiaal Development Authority. Tampa Electric Company and The Bank ofNew York 
Trust Company of Florida, N.A., as trustee, dated as of Jun. I ,  2002 (including the form ofband). (Exhibit 4.5, Amendment No. I to Form IO-K for 
2004 af  TECO Energy, Inc. and Tampa Electtic Company). 

Laan and Tmst Agreement among Hillsborough County Industrial Development Authority, Tampa Electric Company and The Bank ofNew York 
Trust Company, N.A., as f~s tee ,  dated as ofJan. 5, 2006 (including the form of bond) (Exhibit 4. I ,  Fonn 8 ~ K  dated Jan. 19,2006 ofTampa Electric 

Indenture bnween Tampa Electric Company and The Bank ofNew York, ar trustee, dated as oflul.  I ,  1998 (Exhibit 4.1, Registmion Statement 
No. 333.55873 of Tampa Electric Company). 

Third Supplemental Indenture between Tampa Electric Company and The Bank d N e w  Yoh,  as trustee, dated as of Jun. 15,2001 (Exhibit 4.2, 
Form 8-K dated Jun. 25.2001 ofTampa Electric Company). 

Fourth Supplemental Indenture between Tampa Electric Company and The Bank ofNew York, as trustee, dated as ofAug. 15, 2002 (Exhibit 4.2, 
Form 8-K dated Aug. 26,2002 ofTampa Electric Company). 

Fifth Supplemental Indenture between Tampa Electric Company and The Bank ofNew York, as trustee, dated a of May I ,  2006 (Exhibit 4.16, 
Form 8 ~ K  dated May 12,2006 ofTampa Electtic Company). 

Amended and Restated Note Agreement dated as of May 30, 1997 between Tampa Electric Company (successm by mergm to Peoples Cas Syaem, 
Inc.) and The Prudential Insurance Company ofAmerica (Exhibit 4.2, Form 8-K daled Dec. IS .  2004 of TECO Energy. Inc. and Tampa Electric 

Letter Amendment No. I dated as ofDcc. 9, 2004 to the Amended and Restated Note Agreement dated 9s of May 30, 1997 between Tampa Electric 
Company (~uccessor by merger lo Psoples Gas System, he.) and The Prudential lnsurance Company of America (Exhibil4.1, Form 8 ~ K  dated Dec. 
IS,  2004 of TECO Energy, Inc.. and Tampa Elecuic Company). 

COmpW). 

Campany). 
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Exhibit 
NO. 

4.10 

4.1 I 

4.12 

4.13 

4.14 

4.15 

4.16.1 

4.16.2 

4.16.3 

4.16.4 

4.17 

4.18 

4.19.1 

4.19.2 

4.19.3 

4.19.4 

De a c rl p f i o n 

Note Purchase Agreement among Tampa Electric Company and the Purchasem party thereto, dated as of Apr. I I, 2003 (Exhibit 10.1, Form 8-K 
dated Apr. 14,2003 of Tampa Electric Company). 

Loan and TNSI Agreement dated as of May I ,  2007 among Polk County Industrial Development Authority, Tampa Electric Company and The 
Bank OfNew York Trust Company, N.A., as t ~ ~ t e e  (including the form of Bond) (Exhibit 4.1, Form 8-K dated May 14,2007 ofTampa Electnc 
Company). 

Sixth Supplemental Indenture dated as ofMay 25, 2007 between Tampa Electric Company and The Bank ofNew York, as msfee, supplementing 
the Indenture dated as o f h l .  1 ,  1998, as amended (Exhibit 4.18, Form 8-K dated May 25,2007 of Tampa Electric Company). 

Laan and T N S ~  Agreement dated as oflul. 2,2007 among Hillsborough County Industrial Development Authority, Tampa Electric Company and 
The Bank ofNew York Trust Company, 

N.A., as trustee (including the form of Bond) (Exhibit 4.1, Form 8 ~ K  dated Jul. 25, 2007 orTampa Electric Company). 

6.15% Notes due 2037 (Exhibit 4.19, Form 8-K dated May 25,2007 ofTampa Electric Company). 

Indenture between TECO Energy, Inc. and The Bank ofNew York, as trustee, dated as ofAug. 17, 1998 (Exhibit 4. I ,  Form 8-K dated Sep. 20, 
2000 of TECO Energy, Inc.). 

Third Supplemental Indenture dated as of Ds. I .  2000 between TECO Energy, Inc. and The Bank ofNew York, as trustee (Exhibit 4.21, Form 8 ~ K  
dated Dec. 2 I ,  2000 of TECO Energy, Inc.). 

Amended and Restated Limited Liability Company Agreement ofTECO Funding Company I, LLC dated a3 of Dec. I ,  2000 (Exhibit 4.24, Farm 8~ 
K dated Dec. 21,2000 of TECO Energy, Inc.). 

Amended and Restated T N S ~  Agreement ofTECO Capital Trust I among TECO Funding Company I, LLC, The Bank ofNew York and The Bank 
of New York (Delaware) dated as of Dec. I, 2000 (Exhibit 4.22, Form 8-K dated Dee. 21,2000 of TECO Energy, Inc.). 

Guaranty Agreement between TECO Energy, Inc. and The Bank ofNew York, as trustee, dated ofDec. I, 2000 (Exhibit 4.25, Form 8-K dated Dec. 
21,2000 o m c o   ne^^^, mc.). 
Fourth Supplemental Indenture dated as ofApr 30,2001 between TECO Energy, Inc and The Bank ofNew York, as trustee (Exhmblt 4 28, Form 8- 
K dated May I~ 2001 ofTECO Energy, Inc ) 

FiRh Supplemental Indenture dated as of Sep. 10,2001 between TECO Energy, Inc. and The Bank ofNew York, as t ~ ~ t e e  (Exhibit 4.1 6. Form 8-K 
dated Sep. 26, 2001 ofTECO Energy, Inc.). 

Sixth Supplemental Indenture dated a oflan.  15, 2002 behveen TECO Energy, Inc. and The Bank ofNcw York, as t ~ ~ t e e  (Exhibit 4.28, Form 8-K 
dated Jan. 15.2002 ofTECO Energy, Inc.). 

Amended and Restated TNSI Agreement of TECO Capital T N S ~  I1 among TECO Funding Company 11, LLC, The Bank ofNew York and The Bank 
ofNew York (Delaware). dated as oflan.  I S ,  2002 (Exhibit 4.3 I, Form 8-K dated Jan. I S ,  2002 of TECO Energy, Inc.). 

Amcnded and Restated Limited Liability Agreement ofTECO Funding Company 11, LLC, dated as oflan.  15, 2002 (Exhibit 4.33, Form 8-K dated 
Jan. 15,2002ofTECOEnergy. lnc.). 

tiuamntee Agreement by and between TECO Energy, Inc., as Guarantor and The Bank ofNew York, dated as oflan.  IS, 2002 (Exhibit 4.35, Form 
8 ~ K  dated Jan. 15.2002 of TECO Energy, Inc. 
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Exhibit 
NO. - 

4.20 

4.21 

4.22 

4.23 

4.24 

4.25 

4.26 

4.27 

10.1 

10.2 

10.3 

10.3.1 

10.4 

10.5 

10.6 

Seventh Supplemental Indenture dated as of May I, 2002 between TECO Energy, Inc. and The Bank ofNew York, as trustee (Exhibit 4.15. Form 
8-K dated May 13, 2002 ofTECO Energy, Inc.). 

Ninth Supplemental Indenture dated as of Jun. I O ,  2003 between TECO Energy, Inc. and The Bank ofNew York, as trustee (Exhibit 4.15, Form 8- 
K dated lun. 13,2003 ofTECO Energy, Inc.). 

Tenth Supplemental Indenture &led as of May 26,2005 between TECO Energy, Inc. and The Bank ofNew York, as I N s I ~ ~  (including the form of 
6.75% Note) (Exhibit 4.1, Form R ~ K  dated May 26,2005 ofTECO Energy, Inc.). 

Eleventh Supplemental Indenture dated as of Jun. 7,2005 between TECO Energy, Inc. and The Bank ofNew York, as trustee (including the form 01 
Floating Rare Note) (Exhibit 4.1, Form 8-K dated Jun. 7, 2005 ofTECO Energy. In<.). 

Renewed Rights Agreement between TECO Energy, hc. and The Bank ofNew York., as Rights Agent. as amended and restaled as ofFeb. 2,2004 
(Exhibit I .  Form 8-AIA. ofTECO Energy, Inc. tiled on Feb. 23,2004). 

Indenture dated as of December 21,2007 by and among TECO Finance, Inc., as issuer. TECO Energy, Inc., as guarantor, and The Bank ofNew 
York TNSI Company, N.A., 85 trustee (Exhibit 4.1, Form 8-K dated Dec. 21,2007 of TECO Energy, Inc.). 

Fin1 Supplemental Indenture dated as of December 21,2007 by and among TECO Finance, Inc., as issuer, TECO Energy, Inc., as guarantor. and 
The Bank ofNew York TNSI Company, N.A., as tmstee, supplementing the Indenture dated as of December 21,2007 (including the form ofTECO 
Finance 7.20% notes due 201 I ,  TECO Finance 7.00'X notes due 2012 and TECO Finance 6.572Y0 notes due 2017) (Exhibit 4.2, Form 8-K dated 
Dec. 21, 2007 ofTECO Energy, Inc.). 

Second Supplemental Indenture datsd as of December 21,2007 by and among TECO Finance. Inc., as issuer, TECO Energy, Inc., as guarantor, and 
The Bank ofNew York Trust Company, N.A., as t ~ s t e e ,  supplementing the Indenture dated as of December 21,2007 (including the form of TECO 
Finance 6.75% notes due 2015) (Exhibit 4.3, Form 8-K dated Dee. 21,2007 afTECO Energy, hc.). 

TECO Energy Group Supplemental Executive Retirement Plan, as amended and restated as ofNov. I ,  2007. 

TECO Energy Group Supplemental Disability Income Plan, dated as ofMar. 20, 1989 (Exhibit 10.22, Form 10-K for 1988 ofTECO Energy, Inc.). 

TECO Energy Group Supplemental Retirement Benefits Trust Agrcement, m amended and restated as oflan. I ,  1998, as funher amended as oflul. 
IS. 1998. (Exhibit 10.2, Form IO-K for2001 ofTECO Energy, Inc.) 

Amendment NO. 3 to the TECO Energy Croup Supplemental Retirement Benefits Tmst Agreement, effective as ofNov. I, 2007. 

Annual InCentive Compensation Plan for TECO Energy and subsidiaries, revised as ofNov. I ,  2007 (Exhibit 10.2, Form 10-0 for the quarter ended 
Sep. 30,2007 ofTECO Energy, Inc. and Tampa Elect~ic Company). 

Form ofchange-inControl Severance Agreement between TECO Energy, In<. and Executive Ofticerr. (Exhibit I O .  I ,  Form 8-K dated Oct. 29, 
2007 of TECO Energy, Inc.) 

TECO Energy Directors' Defened Compensation Plan, as amended and restated effective as ofAug. I ,  2007 (Exhibit 10.3, Form IO-Q for the 
quarter ended Sep. 30,2007 ofTECO Energy, Inc. and Tampa Electric Company). 
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Exhibit 
NO. 

10.7 

10.8 

10.9 

10.10 

10.11 

10.12 

10.13 

10.14 

10.15 

10.16 

10.17 

10.18 

10.19.1 

10.19.2 

10.20 

10.21 

Form ofNonstatutory Stock option under the TECO Energy, Inc. 1996 Equity Incentive Plan (and i ts S U C C ~ S S O ~  plan) (Exhibit 10.5, Form IO-Q 
for the quarter ended lun. 30, 1999 of TECO Energy, Inc.). 

TECO Energy, Inc. 1997 Director Equity Plan (Exhibit 10. I .  Form 8-K dated Apr. 16, 1997 ofTECO Energy, Inc.). 

Farm ofNonstatutory Stock @lion under the TECO Energy, Inc. 1997 Director Equily Plan, dated as ofJan. 29,2003 (Exhibit 10.2X, Form IO-K 
for 2002 ofTECO Energy, Inc. and Tampa Electnc Company). 

Form of Restricted Stock Agreement under the TECO Energy, hc. 1997 Director Equity Plan (Exhibit 10.3, Form 10-0 for the quaner ended Jun. 
30,2006 of TECO Energy, Inc. and Tampa Electric Company). 

TECO Energy, hc. 2004 Equity Incentive Plan (Exhibit 10.2, Form 10-0 for the quaner ended Mar. 3 I .  2004 ofTECO Energy. Inc. and Tampa 
Elccttic Company), 

Form of Restricted Stock Agreement bnween TECO Energy, Inc. and certain offlcen under the TECO Energy, Inc. 2004 Equity hcenlive Plan 
(Exhibit 10.12, Form IO-K for 2006 of TECO Energy, Inc. and Tampa Electric Company). 

Form o f  Performance Shares Agreement between TECO Energy, Inc. and cenain officers under the TECO Energy, hc. 2004 Equity Incentive 
Plan (Exhibit 10.2, Form IO-Q for the quarter ended lun. 30,2006 ofTECO Energy, Inc. and Tampa Electric Company). 

Non~tatutory Stock Option granted to S. W. Hudson, dated as oiJul. 6,2004, under lhe TECO Energy. Inc. 2004 Equity Incentive Plan (Exhibit 
10.1, Form 10-0 for the quarter ended lun. 30,2004 of TECO Energy, Inc. and Tampa Eleclric Company). 

Form of ReStricted Stock Ageement between TECO Energy, Inc. and S. W. Hudson under the TECO Energy, Inc. 2004 Equity Incentive Plan. 
(Exhibit 10.16, Form IO-K for 2005 ofTECO Emcrgy, Inc. and Tampa Electric Company). 

Retention and Contingent Separation Agreemenl and General Release between TECO Transport Corporation and S. Litncco, dated March 29, 2007 
(Exhibit 10.1 . I ,  Farm IO-Q for the quarter ended Mar. 3 I ,  2007 of TECO Energy, Inc. and Tampa Electric Company). 

Voluntary Retirement Agreemee and General Release dated as oflun. 11,2007 betwcen TECO Energy, Inc. and S. M. McDevitl. (Exhibit 10.4, 
Form 10-0 for quaner ended lun .  30,2007 of TECO Energy, Inc. and Tampa Electnc Company). 

Consulting Agreemenl dated as of Jun. I I ,  2007 between TECO Energy, Inc. and S. M. McDevitt. (Exhibit 10.5, Form 10.0 for quarter ended 
June 30,2007 of TECO Energy, Inc. and Tampa Electric Company). 

Compensatory Arrangements with Executive Officers of TECO Energy, Inc. 

Compensatory Arrangements with Directom ofTECO Energy, hc (Exhibit I0 10 2, Form IO-K for 2005 of TECO Energy, In< and Tampa 
Electnc Company) 

Insurance Agreement dated as oflan.  5,2006 between Tampa Elrctnc Company and Ambac Assurance Corpomtion (Exhibit 10.1. Form 8-K 
dated Jan. 19, 2006 of Tampa Electric Company). 

Insurance Ageeement dated as aflul.  25, 2007 between Tampa Electnc Company and Financial Guaranty Insurance Company (Exhibit 10.1, Form 
8-K dated l u l .  25,2007 ofTampa Electric Company). 
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10.24 

IO.28 

10.26 

10.27 

10.28 

10.29 

10.30 

10.31 

10.32 
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DI.C.iDti0. 

Amended and Restated Construction Contract Undertaking by TECO Energy, Inc. in favor of Union Power Partners, L.P.. as Borrower, and 
Citibank, N.A., as Administrative Agent under the Union Power Project Credit Agreement, dated as of May 14,2002 (Exhibit 99.5 to Registration 
StatementNo. 333-102019 ufTECO Energy, Inc.). 

Amended and Restated Construction Contract UndeMking by TECO E ~ r g y ,  Inc. in favor of Panda Gila River, L.P., as Borrower, and Citibank. 
N.A.. as Administrative Agenl under the Gila River Project Credit Agreement, dated as ofMay 14, 2002 (Exhibit 99.4 to RegisIration Statement No. 
333-102019 ofTECOEnergy, Inc.). 

Consent and Acceleration Agreement dated as ofFeb. 7,2002 by and among TECO Power Services Corporation, TECO Energy, Inc., TPS GP, hc., 
TPS LP, Inc., Panda GS V, LLC, Panda GS VI, LLC, Panda Energy Intemational, Inc. and Bayetische H-po~Und Vereinsbank AG, New Company). 
York Branch (Exhibit 10.38, Form 10-K for 2002 ofTECO Energy, Inc. and Tampa Electtic 

Suspension of Rights and Amendment Agreement dated Ocl. 22,2003, by and among Union Power Partners, L.P., and Panda Gila River, L.P., as 
Bomwem, TECO Energy, hc., Societe Gmerale, as LC Bank, and Citibank, NA, as Administrative Agent (Exhibit 10.1, Form IO~Q for the quaner 
ended Sep. 30,2003 of TECO Encrgy, Inc. and Tampa Electric Company). 

Excerpt ofloin1 Plan of Reorganization Pursuant to Chapter I I of the Bankruptcy Code ofUnion Power Partners, L.P., Panda Gila River, L.P.. 
Trans-Union lnler~talr Pipeline, L.P., and UPP Finance Co., LLC, dated Feb. 2,2005 (Exhibit 10.1, Form 8-K dated Jun. I, 2005 ofTECO Energy, 
1°C.). 

Master Release Agreement and Amendment to Undertakings dated Jan. 24, 2008, by and among TECO-Panda Gencrating Company, L.P., TECO 
Energy Source, Inc., TECO Energy, Inc., Union Power I, LLC. Union Power 11. LLC, Panda Gila River I, LLC, Panda Gila River 11, LLC, Trann~ 
Union Interstate 1, LLC, Trans-Union lnter~tate 11, LLC, Union Power Partners, L.P., Panda Gila River, L.P.. Trans-Union Intentate Pipeline, L.P., 
UPP Finance Co., LLC, Citibank, N.A., a6 Administrative Agent; and the financial institutions named therein (Exhibit 10.2, Form 8-K dated Jun. I, 
2005 of TECO Energy, Inc.). 

Representation and Indemnification Agreement dated as of Jun. I, 2005 by and among Entegra Power Group LLC, Union Power LLC, Gila River 
Power LLC and Trans-Union Pipeline LLC, as Transferees, and TECO Energy, Inc. (Exhibit 10.3, Form 8-K dated Jun. I, 2005 ofTECO Energy, 
1°C.). 

Purchase and Sale Agreement dated as of Jan. 13, 2008, by and between TM Delmarva Power, L.L.C. as Seller, and TPF Chesapeake, LLC as 
Purchaser (Exhibit 10.1. Form 8-K dated Jan. 7, 2005 of TECO Energy, Inc.). 

Second Amended and Restated Credit Agreement dated as of May 9.2007, among TECO Finance, Inc., as Borrower, TECO Energy, Inc. as 
Guarantor, JPMargan Chase Bank, N.A., as Administrative Agent. and the Lenders and LC Issuing Banks pany thereto (Exhibit 4. I .  Form K ~ K  dated 
May 9, 2007 of TECO Energy, Inc.). 

Second Amended and Restated Credit Agreement dated as ofMay 9,2007, among Tampa Electric Company, as Borrower, Citibank, N.A., as 
Administrative Agent, and the Lenders and IL Issuing Banks pany thereto (Exhibit 4.2, Form 8-K dated May 9,2007 ofTampa Electric Company). 

Purchase and Contribution Agreement dated as of Jan. 6, 2008, belween Tampa Electric Company as the Originator and TEC Receivables 
Corporation as the Purchaser (Exhibit 4.1, Form 8-K dated Jan. 6,2005 ofTECO Energy, Inc. and Tampa Electric Company). 

* 

* 

* 

* 

* 
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E"h,bll 
N". 

10.33 

10.34 

10.35 

12.1 

12.2 

21.1 

23.1 

23.2 

23.3 

31.1 

31.2 

3 i .3 

3 I .4 

32.1 

32.2 

Desrri~"on 

Loan and Smicing Agreement dated as of Jan. 6,2005, among TEC Receivables Corp. as Borrower, Tampa Electric Company as Servicer, cda in  
lenden named therein and Citicorp Nonh Am&ca, Inc. as Program Agent (Exhibit 4.2, Form 8-K dated Jan. 6,2005 ofTECO Energy, Inc. and 
Tampa Electric Company). 

* 

Insurance Agreement dated as ofMay 14,2007 beween Tampa Electric Company and Financial Guaranty ln~urance Company (Exhibit 10. I, Form 
8-K dated May 14.2007 ofTampa Electric Company). 

Registration Rights Averment dated as of December 21,2007 by and among TECO Energy, lnc., TECO Finance, Inc., CitiGroup Global Markets 
Inc., J.P. Morgan Securities Inc., Memill Lynch, Pierce, Fenner & Smith Incorporated and UBS Securities LLC (Exhibit 10.1. Fonn 8-K dated Dec. 
21,2007 ofTECO Energy, hc.). 

Ratio of Eamings to Fixed Charges ~ TECO Energy, Inc. 

Ratio of Eamings to Fixed Charges   tam pa Electric Company. 

Subsidianes of the Registrant. 

Consent oflndependent Certified Public Accountants ~ TECO Energy, Inc. 

Coment of Independent Certified Public Accountants - Tampa Electric Company 

Consent of Manhall Miller & Associates 

Cenification ofthe Chief Executive Officer of TECO Energy, Inc. punuant to Securities 

Exchange Act Rules I3.3-14(4 and ISd-I4(a) as adopted punuant to Section 302 ofthe Sarbanes-Oxley Act of2002. 

Certification of the ChiefFinancial Officer of TECO Energy, Inc. pursuant 10 Securities 

Exchmge Act Rules 13a-I4(a) and ISd-I4(a) as adapted pur~uant to Section 302 ofthe Sarbanes-Oxley Act of 2002. 

Certification uftheChief Execulive Officer of Tampa Electric Company pursuant IO Securities Exchange Act Rules 13a-I4(a) and I id-l4(a) as 
adopted pursuant 10 Section 302 ofthe Sarbanes-Oxley Act ofZOO2. 

Certification aflhe Chief Financial Officer of Tampa Electric Company to Securities Exchange Act Rules 13a-l4(a) and 15d-l4(a) as adopted 
pursuant to Section 302 ofthe Sahanes-Oxley Act of2002. 

Certification ofthe Chief Executive Officer and ChiefFmancial Officer of TECO Energy, Inc. pursuant to I8 U.S.C. Section 1350 as adopted 
pursuant to Section 906 ofthe Sarbanes-Oxley Act of2002."' 

Cenification ofthe Chief Executive Officer and Chiefrinancivl Officer ofTampa Electric Company pursuant to I 8  U.S.C. Section 1350 as adopted 
pursuant to Section 906 ofthe Subanes-Oxley Act of2W2."' 

* 

* 

(1) 
* 

This certification accompanies the Annual Repon on Form IO-K and is not filed as pan of it. 

lndicatcs exhibit previously filed with the Securities and Exchange Commission and incorporated herein by reference. Exhibits filed with periodic reports of 
TECO Energy, Inc. and Tampa Electric Company were filed under Commission File Nos. 1-81 80 and 1-5007, respectively. 
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Cenain instmments defining the rights of ho ldm of long-term debt of TECO Energy, In<. and i ts consolidated subsidiaries authorizing in each case a total 
amount of securities not exceeding 10% oftotal assets on a consolidated basis are not tiled lierewith. TECO Energy, Inc. will fumish copies ofsuch instruments to the 
Securities and Exchange Commission upon request. 

Cenain instruments defining the rights ofholden of long-term debt of Tampa Electric Company authorizing in each case a total amount of securities not 
exceeding IOYo oftotal assets on a consolidated basis are not filed herewith. Tampa Electric Company will fumish copies of such instmments to the Securities and 
Exchange Commission upon request. 

Executive Compensation Plnnr and Arrangements 

Exhibits IU. I through 10.1 9 above are management contracts or compensatory plans or arrangements in which executive officers or directors of TECO Energy 
Inc. participate. 
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BYLAWS 

OF 

TAMPA ELECTRIC COMPANY 

ARTICLE I 
Name and Principal Mfire  

The name ofthe Company 15 Tampa Electric Company, and Its p m c ~ p a l  office IS tn Tampa, Florida 

ARTICLE I1 
Shareholders 
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Exhibit 3.4 

Adopted. January IS, I916 
AS Amended February 23, 1976 

April 13, 1976 
April 12, 1971 

July 14, 1987 
April 12, 1988 
April 16, 1991 
July 18, 1995 
April 16, 1997 
January 30,2008 

July 12, 1979 

April 16, 1991 

SECTION 2.1. Shareholders’ Meetins. All meetings ofthe shareholden shall be held at the principal office of the Company in Tampa, Florida, except in 
cases in which the notice Ihereofdesipnates some otherplace which may be either within or without the State ofFlorida. 

SECTION 2.2. Annual Meeting& The annual meecing ofthe shareholders of the Company shall be held on the second Tuesday in April in each year irnot a 
legal holiday, and i f8  legal holiday, then on the next succeeding Tuesday not a legal holiday at such lime as shall be stated in the notice thereof for the purpose of 
electing Directors and for the transaction ofsuch other business as may come before the meeting. In the event that such annual meeting should for any reason not be 
held on the date herein provided therefor, a special meeting in lieu of such annual meeting may be held in place bereof, and any business transacted or elections held at 
such meeting shall be as valid as if transacted or held at the annual meeting. Such special meeting shall be callsd in the same manner as provided in Section 2.3 for 
special meetings of the shareholders. 

SECTION 23. S~eelal  Meetines. Special meetings ofthe shareholders of the Company shall be held whenever called by the Chief Executive Officer, the 
Presidcnt, any Vice President, the Board ofDirecton, or the holder or holders of not less than me-tenth ofthe capital stock issued and outstandmg and entitled to vote 
thereat. or at the request of such holder or holders by the Secretary OT an Assistant Secretaly. 

SECTION 2.4. Notice o f  Meeting. Written notice of each meeting ofsharsholden stating the date, time and place ofthe meeting and in the case ofa special 
meeting, the purpose or purposes for which the meeting i s  called shall be delivered not less than ten (IO) nor more than sixty (60) days before the date ofthe meeting 
either personally or by tint class mail by or at the direction ofthe President, the Secretary m the ofticer or other persons calling the mesting to each shareholder of 
record entitled to vote at such meeling: and the penon giving such notice shall make affidavit in relation thereto. 

April 16, 1991 

SECTION 2.5. Waivers of Noties. Wenever any notice i s  required to be given to any shareholder ofthe Company under the provisions of these Bylaws. 
the Cenificale ofReincorporation or the Florida Business Corporation Act, as the same may be from time to time in effect, a waiver thereof in wi tmg signed by the 
p m o n  or persons entitled to such notice either before. at or after the meeting shall be deemed equivalent to the giving of such notice. 
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A shareholder's attendance at a meeting: (a) waives objection to lack ofnotice or defective notice ofthe meeting, unless the shareholder at the beginning ofthe 
meeting objects IO holding the meeting or transacting burinern at the meeting: m (h) waives objection to the consideration of a particular matter at the meeting that is 
not within the purpose 07 purposs described in the meeting nolice, unless the shareholder objects lo emsidcring the matter when it is presented. 

SECTION 2.b. n. Except as otherwise provided in the Cenificate of Reincorporation at any meeting ofthe shareholders, n maprify ofthe 
outstanding shares ofthe stock ofthe Company issued and outstanding and entitled to vote represented by shareholden of record in person or by proxy shall constitute a 

the meetlng. Except as otherwise provided by law or in the Certificate of Reincorporation when a quorum is present at any meeting, a majority ofthe stock represented 
thereat shall decide any question properly brought hefore such meeting. 

for the transaction ofbusiness at m y  meeting ofthe shareholden, but in no event shall B quorum COnSist ofless than one-third of the shares entitled to vote at 

April 16. 1991 

SECTION 2.7. Votine and Proxies. Each share of stock entitled to voting privileges shall entitle the holder of record thereof to one vote upon each pmposrl 
presented at any meeting of the shareholders except as otherwise provided in the Certificate of Reincorporation. Shareholders of record entitled to vote may vote at any 
meeting either in person or by attorney-in-fact or by wntten ~ r o x y  signed by the shareholder or his duly authorized attomey-in-fact, which proxy shall be filed with the 
Secretary of the meeling before being voted, 

SECTION 2.8. Fiiine Record Date or Closinc Transfer Boob. For the purpose of determining shareholders entitled to notice of or 10 vote at any meeting 
of shareholders or any adjoumment thereof, or entitled to receive payment of any dividend, or in order to make a determination of shareholders for any other purpose, 
the Board of Directors may fin in advance a date as the record date for any such determination of shareholders, such dale in any case to he not more than sixty (60) days 
and for the purpose of determining shareholders entitled to notice of or to vole at a meeting of shareholders, not less than ten ( IO)  days prior to the date on which the 
panicular action requiring such determination ofshareholders is to he taken. In lieu of fixing a record dale. the Board of Directors may provide that the stock transfer 
books shall he closed far a stated period not to exceed sixty (60) days and for the purpose ofdetermining shareholders entitled to notice ofor to vote at a meeting of 
shareholders, not less than ten (10) days prior 10 the dale on which the particular action requiring such determination of shareholders is to be taken. 

Ifno record date is so fixed and the stock transfer hooks are not so closed by the Board of Directon, the record date for the determinatim of shareholders 
entitled to notice o fa r  to vote at a meeting ofshareholders, or entitled to receive payment of a dividend, or for m y  other purpose shall be the day on which the notice of 
such meeting is mai l~d  or on which the resolution of the Board of Directors declaringsueh dividend is adopted, as the case may be. A determination in accordance with 
thir Srmiun 2.8 ur shareholders entitled 10 vote at any meeting of shareholden shall apply to any adjoummcnt thereof unless the Board of Directon fixes a new record 
date for the adjoumed meeting. 

SECTION 2.9. Riehfs of Preferred Shareholden. The provisions ofthere Bylaws shall at all times be subject to such voting and other rights of the holdcn 
of the Preferred Stock ofthe Company as may be provided by the Ceniticate of Reincorporation and the laws of Florida. 

ARTICLE 111 
Board of Directors 

SECTION 3.1. General Powers. All business of the Company shall be managed by 11s Board of Directors who shall have full cuntrol ofthe affairs of the 
Company and may exercise all its powers except as otherwise provided by law and in the Certificate of Reincorporation. The Board o f  DireCton shall h a w  the authority 
to fix the compensation a f the  Directors unless otherwise provided in the Cenificate of Reincorporation. 

February 23, 1976 
April 13, 1976 

SECTION 3.2. Number, Ouslilirations and Tenure. The number of Directors ofthe Company. which number shall be not less than three nor more than 
fifteen, shall he fixed from time to time by resolution o f  the Board of Directors. The Directors of the Company shall be chosen at the annual meeting ofthe shareholders 
(or at any meeting held in place thereof as hereinbefore provided). Each Director shall serve until the next succeeding annual meeting of shareholders and 
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until his successor shall have been duly elected and qualified or until his earlier resignation, removal from office or death. All Directors shall be of full age. Directors 
need not be shareholden of the Company nor residents ofthe State of Florida. 

SECTION 3 3 .  Ch.irmnn. The Board ofDirectan in its discretion may elect a Chairman ofthe Board of Directors who when present shall preside at a11 
meetings a f the  Board and who shall have such other powers a- may at any time be prescnbed by these Bylaws and by the Board of Directon. 

July 18, 1995 

SECTION 3.4. Mpetines. Regular meetings ofthe Board of Directors shall be held in such places and at such times either within or without the State of 
Florida as the Board may by vote from time 10 lime determine; and ifso determined, no notice thereof need be given. Special meetings ofthe Board ofDirecton may be 
held at  any time or place either within or without the State of Florida whenever called by the ChiefExecutive Officer, the President, B Vice President or fwo or more 
Directon. Notice of a special meeting stating the date, time and place ofthe meeting shall be given by the Secretw or an Assistant Secretary or officer calling the 
meeting to each Director either by mail not less than 48 hours before the time ofthe meeting or by telephone or facsimile or other form ofelectmnic communication on 
24 hours' notice or on such $honer notice as the penon or persons calling such meeting may deem necessary or appropriate in the circumstances. Notwithstandmg the 
foregoing. special meetings may be held without notice to any Director provided such Director is present at such meeting (except when such Director states, at the 
bcginning of the meeting or promptly upon anival at the meeting, any objection 10 the transaction ofbusiness because the meeting is not lawfully called or convened) or 
waives notice thereofin wiling either before or aflei the meeting. 

SECTION 3.5. -. A majority of the Board of Directors shall conStiiUte a quorum for the t m ~ a c t i o n  ofbusiness, but a lesser number may fill 
vacancies on the Board of Directors ar provided in Section 3.6 ofthese Bylaws: and a majority of Directors present though less than a quorum may adjourn any meeting 
ofthe Board ofDirectors from time to time 10 another time and place; and the meetlng may be held as adjoumed without fukher notice. Except as othmvise provided 
by the Cenificale of Reincorporation (in particular Anicle NMTH ( 5 )  thcreot). when a quorum is presenl at any meeting, a majority ofthe members in anendance 
thereat may decide any question brought before such meeting. 

SECTION 3.6. -. Except as otherwise provided by the Certificate of Reincorporation (in particular Aniclc THIRD (3). Paragraph 3.05 thereof), if 
the office of any Director becomes vacant by reason ofdeath, resignation, removal, disqualification. increase in the number ofDirecton or othewise, a majority ofthe 
remaining Direclors, although less than a quorum, may elecl a successor or SUEC~SSOTS who shall hold oflice until the next election of Directors by the shareholders. 

SECTION 3.7. Ererutive and  Other Committees. The Board of Directors may by resolution adopted by a majority of the full Board of Directors deslgnatr 
from their numbor an Executive Commiltee and one or more other committees, each of which to the extent provided by such resolution or these Bylaws and permined 
by the laws of Florida shall have and may exercise the powen ofthe Board of Directors when the Board is not in session in the management ofthe husiness ofthe 
Company. All such commiltees shall report to the Board at orprior to each meeting afthe Board all action taken by said  committee^ since the preceding meeting ofthe 
Board. Each such committee may make rules for the holding and conduct of its meetings and the keeping ofthe recards thereof. 

The Board of Directors may by resolution adopted by a majority ofthe full Board of Directors designate one or more Directors as altemate members ofany such 
committee who may act in the place and stead ofany member absent or disqualified f" voting a1 any meeting of such committee. 

April 16, 1991 

SECTION 3.8. Consent in Lieu of Meeting. Any action of the Board of Directan or ofany committee thereof which is required or permitted to be taken at 
a meeting may be kken  without a meeting ifwitten consent Sening forth the action so to be taken is signal by all of the members ofthe Board or the camminee. as the 
case may be. 
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ARTICLE I\’ 
OMeerr 

iUiy 14, 1987 
April 16, 1991 
April 16, 1997 

SECTION 4.1. Election. (Aooaintment). The officers of the Company shall he a President, a Treasurer, a Secretary, such olher oficers as the Board of 
Directon may in its discreion elect or appoint including, hut not limited to, a Chairman of the Board, Vice Presidents, and a ~ s i ~ t a n t  offkers. and such assistant officers 
as the President may in his discretion appoint. The officers elccted or appointed by the Board of Dincmn shall he elected OT agpoinled by the Board of Directors from 
time-to-time, and a regular meeting ofthe Board ofDirectm may he held without notice for this purpose immediately afkr the annual meeting of the shareholders and 
at the same place. Assistant officers may he appointed by the President from time~to~time. All officers shall hold office until thCir SUCCCSSOR shall he elected or 
appointed and shall qualify or until their earlier resignation, removal from ofice or death. Any vacancy however occurring in the offices of President, Treasurer or 
Secretary shall he, and any vacancy however occurring in any other office may he, filled by the Board of Directors. Any vacancy however occurring in the offices of 
assistant officers may also he filled by the President. 

The Board of Directors or the President may in their discretion from time-to-time also appoint divisional offilcers. 

SECTION 43. Elieibilifv. Office= ofthe Company may he, hut need not he, Directors ofthe Company. Any person may hold two or more offlces. 

SECTION 43. President and Vice Presidents. The President shall he the chief operating officer of the Company and subject to the direction of the Board 
of Directon shall supervise the administration ofthe business and affairs of the Company. The President shall have the power w sign certificates of stock, bonds, deeds 
and contm~ts for the Company and such other powers and duties as may at any time be prescribed by there Bylaws and by the Board of Directors. 

Except as expressly limited by vote ofthe Board of Directan, any Vice President shall perform the duties and have the powers ofthe President during the 
absence or disability of the President, shall have the power to sign certificates ofstock, bonds, deeds and contracu ofthe Company, and shall perform such other duties 
and have such other powers as the Board of Directors shall from timC 10 time designate. 

SECTION 4.4. b. The Secretary of the Company shall he present at all meetings of the shareholders, \he B a r d  of DixctoTs and the Exemtivc 
Committee, respectively, shall keep an accurate record ofthe proceedings at such meefing~ in books provided for that purpose, which hooks shall he opened at all times 
during business hours for such inspection as is required by law, shall with the President or a Vice President sign cenificate~ ofstock, shall perform all the duties 
commonly incident lo his office and shall perform such other duties and have such other powers as thc Board of Directors shall from time to time designate. An 
Assistant Secretary or a Secretary pro tempore may perform any ofthe Secretary’s duties. 

SECTION 4.5. -. The Treasurer shall have the care and custody of the funds ofthe Company and shall have and exercise under the rupervision of 
the Board ofDirectors a11 the powen and duties commonly incident la his office and shall give bond in such sum and with such surelies as may he required by the 
Board of Directors. He shall have the custody ofall the money, funds and valuable papers and documents ofthe Company excepl his o w  bond. if any, which shall hc 
in  the custody of the Chief Executive Officer. He shall deposit all the funds ofthe Company in such hank or hanks, tmst company or tmst companies or with such firm 
or firms doing a banking business as the Directors shall designate. He may endorse for deposit or collection all notes, checks, drafls and other obligations payable to the 
Company or its order. He may issue notes and accept drafts on hehalfofthe Company, and he shall keep accurate bmks ofaccount ofthe Company’s transactions 
which shall he the propefiy ofthe Company and together with all its property in his possession shall he suhjcct at all times to the inspection and control of the Directors, 
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ARTICLE IV 
lndemniliention 

Apnl 12, 1977 
Apnl 12, 1588 
April 16,1591 
Apnl 16, 1997 

Any person who is or was an officer, director or employee of the Company and who is or was a party to any threatened, pending or completed proceeding, by 
reason of the fact that he is or was a director, officer or employee of the Company or is or was serving at the request ofthe Company as a director, officer, employee or 
agent ofanother corporation, partnership, joint venture, trust or other enterprise, shall be indemnified by the Company IO thhe full extent permitted by law against all 
expenses and liabilities incurred in connection with such proceeding, including any appeal thercaf. Such persons shall also be entitled to advancement of expenses 
incurred in defending a proceeding in advance d i t s  final disposition to the full extent permitted by law, subject to the conditions imposed by law. 

Any indemnification or advance ofexpenses under this article shall be paid promptly, and in any event within 30 days, after the receipt by the Company ofa 
witten request therefor from the perron to be indemnified, unless with respect to a elaim for indemnification the p m o n  is not entitled to indemnification under this 
article. Unless otherwise provided by law, the burden of proving that the pmon is not entitled to indemnification shall be on the Company. 

The right of indemnification under this article shall be a contract right inuring to the benefit ofthe persons entitled to be indemnified hereunder and no 
amendment or repeal of this article shall adversely affect any right of such penons existing at the time of such amendment or repeal. 

The indemnification provided hereunder shall inure to the benefit of the heirs, executors and administrators ofa person entitled to indemnification hereunder. 

As used in this a d & ,  the terms "Company liability", 'proceeding''. "agent" and "serving at the request ofthe Company' 
shall have the meanings ascnbed to them in Section 607.0850 of the Florida Business Corporation Act or any SUCECSSO~ slahrte. 

The right of indemnification under this anicle shall be in addition to and not cxcIusi~c of all other rights to which perrons entitled to indemnification hereunder 
may be entitled. Nothing contained in this article shall affeft any righs 10 indemnification to ahich persons entitled 10 indemnification hereunder may be entitled by 
contract or otherwise under law. 

ARTICLE VI 
Resignations and Removals 

SECTION 6.1. Reslenstions. Any Director, offm or agent of thhe Company may yesign at any time by giving Wnlten notice to the h a r d  of Dmctors or to 

the  Chairman of the Board or to the President or to the Secretary ofthe Company, and any member of any comminee may resign by giving witten notice either as 
aforesaid or to the commiffee ofwhich he is a member or the chairman thereof. Any such resigpuion shall takE effect at the time specified thcrcin or ifthe time be not 
specified, upon receipt thereof; and unless otherww specified therein, the acceptance of such resignation shall not be necessaly to make it effective. 

April 16,1591 

SECTION 6.2. m. Except as otherwise provided by the Certificate ofReincorporaUon (in particular Article THIRD (3). Paragraph 3.06 thereor), the 
shareholders at any meeting called for the purpose by vote of a majority ofthe sharer of capital stock issued and oustanding and entitled to vole at an election of 
Dirstors may, with or without cause, remove from office any DiTector. The Board of Directors by vote of not less than a miority ofthe entire Roard may remove from 
offiicc any officer, a s i s m i  afflcer, agent or member of any committee whether elecred or appointed by 11 or the President at any time with or without cause, and any 
assistant officer appointed by the President may likewise be removed by the President. Any such removal from office shall not affect the contract rights, ifany, ofthe 
person so removed. 
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ARTICLE VI1 
Capital Stork and Transfer of Stock 

April 16, 1997 
January 30, ZOOS 

SECTION 1.1. SlockCeltinc~lesNnpilta~c~ted Shares. The shares of the capital stock of the Company may he certificated or uncenificated as pmvided 
under Florida law. 

Subject to applicable statutory requirements, any stack cenificates ofthe Company shall be in a form prescribed by the Board ofDire~tors, duly numbered and 
sealed with the corporate seal ofthe Company or bearing a facsimile thereofand Sening fonh the number and kind of shares represented thereby. Such cenificates shall 
be signed (either mawally or in facsimile) by the President or a Vice President and by the Secretary or an Assistant Secretary of the Company. If any officer who shall 
have signed or whose facsimile signature shall have been placed on a sock cenificate shall have ceased to be such officer for any reason before such cenificate shall 
have been issued, such certificate shall nevertheless be valid. 

Within a reasonable time after the issue or transfer of shares without cerIlficates, the Company or its Transfer Agent and/or Registrar shall send the shareholder a 
winen statement selling fonh the information required on stack cenificetff under Florida law. 

SECTION 1.2. Transfer Anent and Redrtrsr. The Board of Directors may appoint one or more Transfer Agents and/or Registrars for its stock ofany 
class or classe~ and may make or authorize such Transfer Agent andim Registrar to make all such requirements deemed appropriate concerning the issue, transfer and 
registration of such shares. 

SECTION 7 3 .  Transfer of Stwk. No transfer of the capital stock of the Company shall be valid against the Company, its shareholden (other than the 
transferor) and its creditors for any purposes (except to render the transferee liable for debts of the Company to the extent provided by law) until the transfer of such 
stock shall have been registered upon the Company’s stock transfer books. 

Shares ofcapital stock shall be transferable on the books ofthe Company by assignment in wiling signed by the holder ofrecord thereof: his sttomey legally 
constituted or his legal rspresentatives upon surrender of the cenificatc or cenificates therefor, if such shares are cenificated, or. if such shares are uncenificated, by 
notification, accompanied by witten authorization as may be prescribed by the Board of Directors or its Transfer Agent and/or Registrar, and subject to any valid 
restriction on the transfer thereof pursuant to law, the Anicles of Incorporation. these Bylaws or any agreement to which the Company is a pany. Except as otherwise 
required by law, neither the Company nor any transfer or other agent of the Company shall be bound to take nolice of or recognize any mst, express, implied or 
constructive, or any charge or equity affecting any of the shares of the capital stock, or to a~censin or inquire whether any sale or transfer ofany such share by any 
holder ofrecord thereof, his attomey legally constituted, or his legal representative, is authorized by such trust, charge or equity or to recognize any person as having 
any interest therein except the holder ofrecord thereof at the time ofany such determination. 

SECTION 1.4 Loss ofcertifieatos. In case afthe loss, mutilafion or destruction of a cenificate of stock, a duplicate cenificate or uncertificated shares in 
place thereof may be issued upon such terms as may he prescribed by the Board of Directors or its Transfer Agent and/or Registrar. 

ARTICLE Vlll 
Bands and Lkbentures 

Every bond or debenture issued by the Campany shall be signed by the Pmident or a Vice President and by the Treasurer or an Assis!” Treasurer or by the 
Secretary or an Assistant Secretary, and sealed with the seal of Ihe Company. The seal may be facsimile, engraved or printed. Where such bond or debenlure is 
authenticated with the manual signature ofan authorized officer ofthe corporate or other trustee designated by the indenrure oftrust or other agreement under which 
said security is issued, the signature of any ofthe Company’s officers named herein may be facsimile. In case any officer who signed or whose facsimile signature has 
been used an any such hand or debenture shall cease to be an officer of the Company for m y  reason before thr  s m e  has been delivered by the Company, such bond M 
debenture may be issued and delivered as though the penan who signed it or whose facsimile signature has been used thereon had not ceased Io be such officer. 
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ARTICLE IX 
Cheek, Drafts nnd Ccrlnin Other 

Obligations for the Payment of Money 

July 12, 1979 

All notes and other evidences of indebtedness of the Company other than debentures or bonds shall be signed by such ot?icers, sgsnts OT other psrsons as the 
Board of Directon shall by vote or resdution direct. All checks, drafts or other orden for the payment of money shall be signed by such officers, agents or other 
penons as the President or Treasurer may designate. The signamre of any such officer, agent or Other penon so designated to sign checks, drafts or other orders for the 
payment of money may be facsimile if authorized by the President or the Treasurer. 

ARTICLE X 
sen1 

The seal of the Company shall consist ofa flat-facd circular die with the words and figures "Tampa Electric Company Incorporated 1899 Reincolporated I949 
Floiida" cut or mgraved thereon. 
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2007 Amendment and Restatement 

PART ONE 
GENERAL INFORMATION 

SECTION I .  PURPOSE AND EFFECTIVE DATE 

me purpose of ulis plan is to provide key executives of the Company and its subsidianes with additional retirement income by supplemcnting the retirement 
benefits provided under the refiremen1 plan. The plan is amended and restated on Dccember 20, 2007, generally effective as ofNovember I ,  2007 (unless a specific 
effective dale is provided), but retroactively effective as ofJanuary I ,  2005 with respect to the changes incorporated to conform the plan to the mt r i~ t ions  contained in 
Section 409A ofthe hlmal Revenue Code and the final Treasury Regulations thereunder. 

SECTION 2. DEFINITIONS 

This section contains definitions ofsome terms used in the plan 

2.1 Board means the Board of Directors ofthe Company. 

2.2 Commioee means the retirement plan comminee as constituted under the retirement plan 

2.3 -means TECO Energy, Inc. and m y  successor to all or B major portion of its assels or business which assumes the obligations ofthe Company 
under this plan. 

2.4 -has the same meaning as in the retirement plan. 

2.3 

2.6 plan means the TECO Energy Group Supplemental Executive Retire" Plan, as set forth in this plan instmment, and as i1 may be amended from time to 

means each employee of an employer who has salisfied thc eligibility requirements set forth in Section 4 or Section I0 hereof. 

time. 

2.7 Retirement olan mcans the TECO Energy Group Retirement Plan, as amended from time to lime 
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PARTICIPATION AND BENEFITS FOR EMPLOYEES 
OTHER THAN FORMER EMPLOYEES OF PEOPLES GAS SYSTEM, INC. 

SECTION 3. DEFMITIONS 

This section contains definitions ofterms used in this pan ofthe plan that are not defined in Section 2 

3. I Annual eamina  has the same meaning as in the retirement plan, except that the same will be determined without regard to an), dollar limitation on such 
annual eamings that may be imposed under the retirement plan. 

3.2 Averare annual earnings " fa  panicipant as ofhis retirement date means the average ofhis annual eamings dunng whichever of the following periods 
yields the highest average: (a) the 36 consecutive months ofactive employment preceding the retirement date (or all months of employmcnt if less than 36). or (b) any 
three consecutive calendar years out ofthe five calendar yean preceding the retirement date. Bonuses are included as compensation for the period in which paid. 
provided that if mare than three regular annual bonuses are paid in any 36 consecutive month period, only the largest three consecutive bonuses will be counted. 

3.3 Cause mean3 (a) the willful and continued failure by a panicipantlo substantially pelform his duries with the Company (other than any such failure 
resulting flom the participant's incapacity due to physical or mental illness or any such acNal or anticipated failure after the issuance ora notice of termination by the 
panicipanf for good reason) after a witten demand for substantial performance is delivered to the panicipant by the board, which demand specifically identities the 
manner in which theboard believes that the participant has not substantially performed his duties, or @) the willful engaging by the panicipant in conduct which is 
demonstrably and materially injurious to the Company, monetarily or otherwise. For purposes of this Section 3.3, no act, or failure to act, on the panicipant's parI will 
be deemed "willful" unless done, or omined to be done, by the panicipant not in good faith and without reasonable belicfthat the participant's action or omission was in 
the best interest of the Company. NotwithStanding the foregoing, the participant will not be deemed to have been terminated for cause unless and until there shall have 
been delivered to the panicipant a copy o f a  resolution duly adopted by the affirmative vote ofnot less than three-quanen (3/4) ofthe entire membership of the board at 
a meeting ofthc board called and held for such purpose (afler reasonable notice to lhc panicipant and an opponunity for the panicipanL together with the panicipant's 
counsel, to be heard before the board), finding that in g m d  faith opinion ofthe board the participant was guilty of conduct set forth above in this Section 3.3 and 
specifying the paniculars thereof in detail. 

3.4 Chance in control of the comoany means a change in conuol o f 8  nature that would bc required to he rcponed in response 10 Item 6(e)  of Section 14A of 
Regulation 14A promulgated under the Securities Exchange Act of 1934, as amended (the "Exchange Act"), 
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whether or not the Company IS in fact required to comply therewith; provided. that, without limitation, such a change in control shall be deemed IO have oscuned i f  

(a) any 'person" (as such term is used in Sections I3(d) and 14(d) ofthe Exchange Act), other than the Company, any trustee or other fiduciary holding 
securities under an employee benefit plan ofthe Company or a corporation owned, directly or indirectly, by the stockholders ofthe Company in substantially the same 
proponions as their ownership ofstock ofthe Company, is or becomes h e  ''beneficial owner'' (as defined in Rule I3d-3 under the Exchange Act), directly or indirectly, 
ofsecurities of the Company representing 30% or more of h e  combined voting power ofthe Company's then outstanding secutilies; 

(b) the following individuals cease to c on stir Ute a majority ofthe number of directors then serving: individuals who on the date hereofconstitute the 
Board and any new director (other than a director whose initial assumption of office is in connection with an actual or threatened election contesi including but not 
limited tu a consent ralicitation, relating Io the election ofdirectors a f the  Company) whose election by the Board or nomination for election by the slockholders ofthe 
Company was approved by a vote ofst l e s t  two-thirds (2/3) ofthe directors then still in offlice who either were directors on the date herwf or whose election or 
nomination Tor election was previously so approved, cease for any reason to constitule a m!iority thereof; or 

(c) there is consummated a merger or consolidation ofthe Company or any direcf or indirect subsidiary ofthe Company with any other mrporafion, 
other than ( i )  a merger or consolidation which would result in the votinp securities of the Company outstanding immediately prior thereto conlinuing to represent (either 
by remaining outstanding 07 by being convened into voting securities of the surviving entity) at leas1 50% ofthe combined voting Secuities ofthe Company or such 
surviving entity or any parent thereof oulstanding immediately after such merger or cmmlidation or (ii) a merger or consolidation effecled to implement a 
rec;lpifalilation ofthe Company (or similar transaction) in which no "per"' (as defined in this Section 3.4) acquires 30% or more ofthe combined voting power of the 
Company's then OutStanding ~ecurities; or 

(d) the stockholders of the Company approve a plan of complete liquidation ofthe Company or an agreement for the sale or disposition by the 
Company of all or substantially all of the Company's assets. 

3.5 

3.6 

Disability income alan means the TECO Energy Disability Income Plan, as amcnded from timc 10 lime 

Early retirement ace is (i) prior to August I .  2007, exactly ten years before the age specified in the table in Section 3.8; or (ii) on and afkr August I, 2007, 
attainment of age 55.  

3.7 Good reason means the omunence (wilhout the panicipant's express witten consent) prim IO a change in contml afthe Company under the circumstances 
described in Section 3.14 hereof of any one of the fallowing acts by the Company, or failures by the Company 10 act: 
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(a) the assimment to the panicipvnl ofany duties inconsistent (except in the nature o f a  promotion) with the position in the Company that the 
panicipant held immediately prior to the potential change in control of the Company or a substantial advene dteration in the nature or status of thc participant's 
position or responsibilities or the conditions of the participant's employment from those in effect immediately prior to the potential change in control of the Company; 

(b) a reduction by the Company in the panicipant's annual base salary as in effcct on the effective date of this Seetion 3.7, or such higher amount as is 
in effect from time to time; 

(c) the Company's requiring the participant to be based more than fifty (50) miles from the Company's offices at which the participant wes principally 
employed immediately prior to the date ofthe potential change in control ofthe Company except for required travel on the Company's business to an extent 
substantially con~istent With the panicipant's business travel obligations on the effective date ofthis Section 3.7 OT, if later, on the date the panicipant first becomes 
eligible far this plan; 

(d) the failure by the Company 10 pay to the participant any portion ofthe participant's current compensation or compensation under m y  deferred 
compensation program ofthe Company, within  even (7) days of the date such compensation is due: 

( c )  the failure by the Company 1" continue m effect any material compensation or benefit plan in which the participant participates immediately prior to 
the change ~n control of the Company unless an equitable arrangement (embodied in an ongoing substitute or allemalive plan) has been made with respect to such plan, 
or the failure by ths Company to continue the participant'5 participation therein (or in such SUbStiNte or alternative plan) on a basis not materially less favorable, both in 
terms ofthe amount ofbenefits provided and the level of the participmt's participation relative to othcr panicipants, than existed at the time ofthe potential change in 
C0"trOl: 

(0 the failure by the Company to continue to provide the participant with benefits substantially similar to those enjoyed by the panicipant under any of 
the Company's pension, life insurance, medical, health and accident, or dislbility plans in which the participant was panicipating at the time of the potential change in 
contml of the Company, the taking ofany action by the Company which would directly or indirectly maletially reduce my of such benefits 07 deptive the participant of 
any material fringe benefit enjoyed by the panicipant at the time ofthe potential change in control ofthe Company, or the failure by the Company to pmvide the 
participant with the number of paid vacation days to which the participant is cntitled on the basis ofthe participant's years of service with the Company in accordance 
with the Company's normal vacation policy in effect at the time ofthe potential change in control a f the  Company; 

(g) the failure of the Company 10 obtain a ?atisfacto~ agreement frm any succcsso~ to assume and agree to perform the tcrms of this plan; or 
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(h) any purponed termination of the panicipant’s employment which is not efkcted pursuant to a notice of termination satisfying the requirements ,,f 
all other agreemen- between the Company and the panicipant, which purpaned termination shall not be effective for purposes of this plan. 

l’hc participant’s “ght to treal termination of employment as being within this Section 3.7 will not be affected by the panicipant’s i ncapac~ t~  due to physical or mental 
illness. The participant’s continued employment will not Constitute consent lo. or a waiver or rights with respect to, any circumstance eonstitllting good reason 
hereunder. 

3.8 Normal retirement axe for purposes of this plan IS exactly three years before the age specified in the following table: 

3.9 Potential chance in ~ontrol ofthe Comomr will be deemed to have occurred if 

(a) the Company enten into an agreement, the Consummation ofwhich would result in the omul~ence o f 8  change in control ofthe Company; 

(b) any person (as defined in Section 3.4), including the Company, publicly announces an intention 10 take or consider taking actions which if 
conrummated would constitute a change in control ofthe Company: 

(c) any person (as defined in Section 3.4). other than the Company, any tlusfee or other fiduciary holding securities under an employce benefit plan of 
the Company or a corpomtion owned, directly or indirectly, by the stockholders ofthe Company in substantially the same proponions as their ownership of stock offhe 
Company (i) is or becomes the beneficial owner, (ii) discloses directly or indirectly 10 the Company or publicly a plan or intention to become the beneficial o w e r ,  or 
(iii) makes a filing under the Han-Scott~Rdino Antimst Improvements Act of 1976. as amended, with respect 10 securities lo become the beneficial 

5 

456 



TAMPA ELECTRIC COMPANY 
DOCKET NO. 080317-El 
SCHEDULE NO. F-2 
PAGE 228 OF 506 

owners, directly or indirectly, of securities representing 9.9% or more ofthe combined voting p o w e ~  ofthe outstanding voting securities of the Company; or 

(d) the Board adopts a reSOlution 10 the effect that, for purposes ofthis plan, a potenf!nl change in control ofthe Company has occurred. 

3. I O  Retirement means a participant's termination ofemployment from an employer (a) on or afler (i) he has reached his normal retirement age, (li) he has 
reached his early retirement age and completed five years of service, or (iii) a change in c~nt ro l  ofthe Company has occurred, or (b) in contemplation of a change in 
control of the Company. 

3. I I 

3.12 

Service has the same meaning as "plan sewice" in the retirement plan 

Social Sefutitty benefit o f a  participant as afh is  retirement date (the '%omputation date") means the primary insurance amount to which he IS or would be 
entitled, payable under Title II ofthe Social Security Act as in effect on such date, based on the assumptions: (a) that no changes in the benefit levels payable orthe 
wage base under Title II OCCUT afler the computation date; (b) if the computation date falls on or afler the date when he reaches his early retirement age and before the 
date when he reaches his normal retirement age, h a t  his annual eamings during the calendar year in which the computation date falls and any subsequent calendar year 
before the year in which his normal retirement age falls is zero; (c) ifthe r om put at ion date falls before the date when he reaches his early retirement agc, that his annual 
eamings during the calendar year in which the computation date falls and during each subsequent calendar year before thc calendar year in which is normal retirement 
age falls is equal to his mte of annual eamings on the computation date: (d) that payment ofhis primary insurance amount begins for the manth a h  he reaches n m a l  
refiremen1 age, or his retirement date if Iate~, without reduction or delay because of future gainful employment or delay in applying for benefits; and (e) that the 
participant's eamings far calendar years before the calendar year in which the computation date falls will be determined using his aCtual eamings history if available, 
and otherwise by applying a six percent retrospective salary scale to the employee's rate of annual eamings in effect on the computation date. The social security benefit 
o f a  participant who retire$ afler the age specified in the table in Section 3.8 will include any delayed retirement credit. 

3.13 Suwwor income ulan means the "ECO Energy Group Survivor Income Plan, as amended from time to time 

3.14 Termination ofemulovment. Effective January I ,  ZOOS, for purposes ofqualifying for the payment ofbenefits under this part two (including Seclion 5 )  
"termination of employment" means a termination of employment that meets the definition Ofleparation from sewice" in Treasury Regulations Section I .409A-l(h). 
This definition of termination of employment specifically qualifies thc definitions of "retirement" in Section 3.10 and of"termi0ation of employment in contemplation 
ofaLhangeincnntroloftheCompany"inSection3.15. 
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3. I S  Terminafion o femdomen1  in contemDlation of a c h a s e  in control of the Com~anv  means termination o f a  panicipant'r employmen1 by the Company 
without cause or by the participant with g w d  reason, if (a) the participant's employment is terminated by the Company without cause prior to a change in control ofthe 
Company (whether or not such a change in Dontr~l ever aecunl and such termination was at  the request or direction o f a  'person" (as such term i s  used in Section 13(d) 
and 14(dl ofthe Exchange Act) who has entered into an agreement with the Company the consummation of which would constitute a change in ~ontrol ofthe 
Company, (b) the participant terminates his employment for good reason p i o r  to a change in control of the Company (whether or not such a change in contml eyer 
occurs) and the circumstance or event which Constitutes goad reason O E C U ~  at the request or direction of such penon, or (c )  the panicipant's employment is terminated 
by Ihe Company without cause or by the participant for good mason and such terminalion or circumstance or event which  constitute^ good reason is othenvise in 
connection with or in anticipation of a change in control ofthe Company (whether or not such a change in ~ontrol ever occurs). 

SECTION 4. PARTICIPATION 

Any active employee ofan employer who is elected as an officer by such employer's board ofdirecton is covered by this part ofthe plan and is eligible to 
receive benefits hereunder if he falls in one of the following categories, but only if he is not covered by pan three ofthe plan or by another Supplemental executive 
retiremenf plan or arrangement of the Company or any employer: 

(a) he is in salary grade level nine or abore (prior to August I. 2007, salary grade level five or above), and his participation hereunder is requested by 
the Vice President - Human Resoures and approved by the Chief Executive Officer ofthe Company; or 

(b) he is in a salary grade level helow nine (prior 10 August I ,  2007, below five), and his participation hereunder is requested by the Vice President ~ 

Human Resources and approved by the Chief Execulive Officer ofthe Company and lhe Compensation Comminee of the Board. 

The provisions ofthis part two ofthe plan apply only to participants covered by pan two. References in this pan two to "participant" and "eligible" individuals include 
only people who are covered by pa* two. 

SECTION 5. RETIREMENT BENEFITS 

S.1 Retirement at or aher normal retirement ace. Subject to the reductions described in Section 8. I helow, each eligible officer who retires on or aher 
attaining normal retirement age will receives ~upplemental monthly pension equal to one-twelfth ofthe following: (i) for individuals who become panicipants prior to 
August I, 2007, three percent of his average annual eaminngs multiplied by his y c m  of sewice up 10 a maximum of 20 yeam or (ii) for individuals who become 
panxipants on or after August I ,  2007, two percent ofhis average annual eamings multiplied by his years of service up 10 a m u i m u m  of30  years. A participant's 
retirement 
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benetit hereunder will be cvlculatcd using his y e m  of service and average annual eamings as of the actual date ofhis retirement. 

5.2 Retirement afler early retirement ace but before normal retirement aee. A participant who retires on or after attaining early retirecneni age but before 
attainingnomal retirement age and who has completed five years of service will receive a supplemental monthly pension equal to one-tweltth ofthe amounl 
determined using the formula in Section 5 .  I above. multiplied by an early retirement factor determined under the following table: 

Early 
retirement 

factor 

Years by which the stan 
ofpayments precedes 
normal retirement age' 

9 I .55 

7 I .65 
8 .60 

.9i 

*Interpolale far completed monthr 

Notwithstanding the foregoing, in the event of a change in contml ofthe Company and the subsequent retirement o f a  participant on or after attaining early 
retirement age but before normal retirement age. or in the event oftermination of a patlicipant's employment with the Company on or aRer attaining early retirement 
age but before normal retirement age in contemplation o f a  change in control of the Company, the participant will receive the benefits provided under this Section 5.2 
whether or not he has completed five yean of service. 

5.3 Effect ofehanre in control ~ r i m  to attainment of early retirement a m  In the event of a change in ~ontrol ofthe Company prior to thc attainment ofeady 
retirement age by any participant, or in the event of termination a f a  pankipant's employment with the Company prior to the attainment of early retirement age by the 
panicipant in contemplation o f a  change in control of the Company, such participant will receive upon his retirement a supplemental monthly pension equal IO one- 
lwelRh afthe amount determined using the formula in Section 5.  I above. multiplied by an early retirement factor determined under the following table: 

retirement 
factor 

of payments precedes 
normal retirement age' 

28 I .I2 
27 . I 3  
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*Interpolate for completed months, 

5.4 Form of Payment. Notwithstanding any provisions ofthe plan lo the contrary (including, without limitation, references to payments as a monthly 
pension), the only form Ofretirement benefit payable to a participant under the plan IS a commuted lump sum payment that is the actuarial equivalent ofa life annuity 
(including the value of eamed early retirement subsidies and value of the post-retirement surviving spouse benefit under Section 6.2(c)). Actuarial equivalence will be 
based on the actuarial as~umpt ion~ specified from time l o  time in the retiremenl plan for lump sum payments. The lump sum payment will be made on the first day of 
the month following separation from service (for payments commencing June I, ZOO5 and later and prior Io January I ,  2008, on the first day of UIE month that is six 
months following separation from service). Notwithrtanding anything in this plan 10 the contrary, to the extent required by Section 409A of the Code, payment of the 
amounls payable under this Agreement shall be made no earlier than the earlier of (i) the first day ofthe first month commencing at least SIX (6) months following 
separation from S C W I C ~  with the Company (within the meaning of Section 409A) or (ii) date ofdeath, with imputed inlerest on the delayed payment based on the 
interest rate urcd to determine acruarial equivalence. 

5.5 Enhanced benefits for ccnain retirees. Ccmm retirees have been provided enhanced retirement benefits as set forth in Schedule A hereto 
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SECTION 6. SURVNING SPOUSE BENEFIT 

6 .  I -. The sumiving spouse of a deceased pamcipant will yeceive the surviving spouse benefit if 

(a) the panicipant dies (i) during employment with an employer on or afler he has completed at least five years ofservice and his combined age and 
years of service total 50 or more. or (ii) afler retiremenl: and 

(b) the spouse and the deceased panicipant were manied to each other for at least the I 2  months preceding the participant's date of death and, in the 
case o f a  panicipant who dies afler retirement, were married 10 each other on the participant's date ofretirement. 

6.2 Amount of survivine mouse benefit. Subject to the reductions described in Section 8.2 below, lhe benefit provided under the plan to the surviving spouse 
of a panicipant will be determined as follows: 

(a) Pre-retirement before normal retirement age. I fa  participant dies dunng employment with an employer and before his n ~ m a l  retiremen1 age, his 
surviving S ~ O U S ~  will receive a monthly S U N ~ W T  income payment equal to 50 percent ofthe participant's monthly projected retirement benefit. A panicipanr's monthly 
projected retirement benefit is the monthly benefit he would have received a1 normal refircmcnt age under Section 5.1 calculated using the number of years ofservice he 
would have h d  if he had continued in employment with an employer until normal retirement age and his average annual eamings determined as ofhis date of death. 

If the participant dies during employmenl with an employer on or afler his noma1 retirement (b) Pre-retirement on or afler normal retirement aee. 
age, his surviring spouse will receive a monthly Survivor income payment equal IO 50 percent ofhis monthly retirem~nt benefit eamed under Section 5.1 using his 
number oryears of service and his average annual eamings as of his date ofdeath. 

(c) Postbretiremem. I f a  participant dies on or after his date ofretirement, hts surviving spouse will receive a monthly S U N ~ V D ~  income payment equal 
to 50 percent .ifthe monthly benefit payment hc was receiving a1 his death (01 would have received if he had survived until the first payment date). 

6.3 Form and time of survivinv. smuse benetil. Notwithstanding any provisions afthe plan 10 the contrary (including. without limilltion, references to 
monthly survivor income payments), surviving spouse benefits under this Seetion 6 will be payable only in the form of a lump sum payment that is the actuarial 
equivalenl o f 8  life annuity to the surviving spouse. The lump sum payment will be made on the first day ofthe month on or afler lhe date ofthe panicipanl's death. 
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6.4 Death benefit where lume sum mid. Ifa participant received a lump sum payment af his benefit under Section 5.4, no surviving spouse benefit or other 
death benefit will be payable under the plan to any perron. 

SECTION 7. DISABILITY 

7. I Service durine disability. A panicipant who suffers a total disability, as defined il l  the disability income plan, will continue to be credited with Senrice as 
if he were actively employed by an employer during his period of total disability. If such B panicipant does not m u m  10 active service with an employer, his benefit 
under Section 5 will he calculated using his average annual earnings as ofhis disability date. his told S W V ~ C ~  including service credited under the preceding sentence, 
and his pcimmav social security benefit calculated as ofthe date ofhis disability. 

7.2 Peciod ofdisability. A participant’s date ofdisability is his last day ofwork for his employer hefore becoming unable to continur working because of his 
total disability. A period oftotal disability ofa participant will begin on his disability date and will end on the earlier of the last day of the month in which his final 
disability income payment is due under the disability income plan or on the date he retires hereunder and starts receiving benefit payments. 

7.3 Death while disabled. If B participant dies while disabled, his surviving spouse will, if eligible, receive the pre~retirement surviving spouse benefit 
determined under Section 6.Z(a) or @). 

1.4 No dueliwtion ofbeneiils. A participant may not receive benefits under his plan at m y  time when he is receivingdisability incnme benefits undcr the 
disability income plan. 

SECTION 8. OFFSET FOR OTHER PAYMENTS 

Retirement benefit offsets. The retirement benefit o f a  participant will be reduced (but not below zero) by the following payments, with such reductions 8.1 
starting when such benefits arc assumed to begin: (a) l O W 0  percent ofthe mcial  security benctil ofthe participant assuming such benefit begins on the later of his 
n o m i  retirement age UI his actual retirement, and (b) the amaunt of his benefit pqments under the retirement plm (convened to a life armuity if such paymcnts are in 
an optional form), assuming such payments begin on the later ofhis early retirement age or his actual retirement. 

8.2 Death benefit offsets. The benefit afa  surviving spouse will be reduced (hut not helow zero) by the following payments: (a) payments under the survivor 
income plan, and (h) payments under the mirement plan. 

I 1  
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PART THREE 

SECTION 9. DEFMITIONS 

This section contains definitions ofterms used in lhis pan of the plan that are not defined in  Section 2 

9 I Reneficiarv means the person or persons, or the estate af a partkipant. entitled to receive Part A payments as set forth in Sections I I .I and 12.1 and the 
surviving spouse of a panieipanf andlor the panicipant's unmarried children under the age oftwenty three (23) entitled to receive Pan B payments as set fonh in 
Section 11.1 and 12.1 subsequent to the death ofaparticipant. 

9.2 Beneficiaw desienation means the willen designation in the form prescribed by the commiltee by which each participant names the beneficiaty(ies) of the 
panicipant's benefits under the plan. 

9.3 Current ~omnenration meam the total compen~atiun as solely derennined by the employer in determining benefits under this plan, 

9.4 Covered comnen~ation means the amount specified in Schedule B that forms the basis for computation ofthe panisipanl's death and retirement benefits 
pursuant to the terms and conditions ofthis plan. 

9.5 Evrlv retiremen1 date means the date afa participant's rdirement prior to his normal reiirement date, and may occur on the first day of any month 
following the month in which the participant attains his fifly-fifth birthday and ten years of employment with the employer. 

9.6 Normal retiremen1 date means the first day ofthe month following the month in which the panicipant altains either his sixty-fitlh birthday and has 
completed five yean as a plan participant or his sixty-second birthday, has completed five years as a plan panicipant, and has completed fifteen years ofemployment 
with lhe employer. 

9.7 Retirement and& mans severance of employment with the employer at c.7 afler the attainment of n m a l  retirement date 01. with the consent of the 
employer, on or after the early retirement date, provided that for distributions made on or after January L, 2005 the severance of employment meets the definition of 
"separation f" service'' in Treasury Regulations Section I .409A-l(h). This definition specifically applies for the purpose of determining the participant's eligibility 
for benetits under Section I2 ofthis plan. 

9.8 Years ofemnlovment with the emolover. "ears of mniciDation in the olan, and similar phrases will be construed in such a way that panicipants receive full 
credit for years of 
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employment with Peoples Gas System, Inc. and any other affiliate ofLykes Energy, Inc., and yean of participation in the Supplemental Executive Retirement Plan of 
Lykes Energy, Inc. for d l  purposes afthis plan. 

SECTION 10. PARTICIPATION 

Any active cmployee of an employer who was formerly employed by Peoples Gas System, Inc. or any other affiliate of Lykes Energy, Inc., was a participant in 
the Supplcmental Executive Retirement Plan ofLykes Energy, In?. and is listed on Schedule B to this plan is covered by this part ofthe plan and i s  eligible to receive 
benefils hereunder. The provisions of this part three offhe plan apply only to participants covered by part three. References in this part three to "participant" and 
"eligible" individuals include only people who are covered by part three. 

SECTION 11. DEATH BENEFI? 

I I. I Amount and oament. If a participant dies before retirement, the employer will pay or cause to be paid a death bcneFit to such participant's beneficiary. 
Such death benefit will be divided into two parts: Part A and Pan E. 

- Part A will be paid in one sum to the participant's beneficiary, as ret forth in his beneficiary designation in effecl at the time of death, m an amount equal to t w  
times the panicipant's covered cmnpensation Less $M,OOO. to be paid on the f i ~ s t  day of the month following the panicipanl's datc of death. 

Notwithstanding the immediately preceding para-ph ofthis Section I I .  I .  the employer will pay or cause to be paid the death benefit specified therein only it 

(a) at the time of the participant's death prior to attaining his normal retirement date such participant was an employee and had not retired, or was 
totally disabled or on authorized leave of abrcnce; and 

proof ofdeath in such form as determined acceptable by the Commitlee is furnished. (b) 

I I .2 Partiei~ant disability. Ifa participant becomes t~ ta l ly  disabled before retirement, he will remain a panicipant in this plan, but only if 

(a) such disability was not either intentionally self-inflicted or caused by dlegal or criminal acts ofthe participant; and 
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(h) the participant w u  an employee at the time hr becamc totally disabled 

If a participant dies prior 10 retirement and while disabled in accordance with this Section I I .?, the death benefit provided in this Section I I will be paid. I fa  participant 
retires. the retirement benefit provided in Section 12 will he paid. 

The determination ofwhat con~fituter total disability and the removal thereoffor purposes of this Section I I will he made by the committee, in its sole and absolute 
discretion, and such determination will he conclusive. 

SECTION 12. RETIREMENT BENEFIT 

12.1 Normal retirement. I fa  participant has remained an employee until his normal retirement date and then retires, the employer will pay or cause to paid to 
such participant a retirement benefit. Such retirement benefit will be divided into IWO pans: Part A and Pan E. 

PartA will be paid in one sum to thc participant's beneficiary, as set forth in his beneficiary designation in effect at the time ofdeath in an amount equal to one times 
the participant's covered compensation, to be paid on the first day of lhe month following the participant's date ofdeath. 

PartB will be 40% ofthe participant's covered compen~ation and will be paid in equal monthly inStallments in an amount as set forth in Schedule B. Payment of 
such monthly amount will commence on the participant's normal mirement date and will Continue for the life of the participant. lf the participant dies aHer 
retirement, payments will continue to the beneficiary until January I ofthe year the participant would have attained his normal life expectancy established at the date 
of retirement. 

12.2 Retirement aRer normal retirement date. A participant who continues employment with an employer after his normal retirement date may remain a 
participant in the plan. Upon retirement such a participant will be entitled to the benefits provided in Section 12.7 hereof. The monthly payments provided for in 
Section 12.7 hereofwill commence on the datethepanicipanl retires. 

12.3 Earl" retirement. A panicipanl shall receive an early retirement benefit commencing as of the fimt day of any month coincident with or following the 
participant's early retirement date, hut before the anainment of his normal retirement date, provided that the participant retires. In such event, the pamcipant's monthly 
early retirement benefit will be the retirement benefit (Parts A and E)  set forth in Schedule B multiplied by a fraction, the numerator ofwhich is the number of whole 
years the employee has been a pmicipant and the denominator ofwhich is the number of whole yean betwesn such participant's age at ently into the plan and the 
participant's age sixty~five. If the participant's benefits have been increased since the participant's initial entry into this plan, or SU C C ~ S S O ~  or predecessor plans. the 
early retirement 
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benefit will be determined by reducing each incremental benedt increase in accordance with the formula. The reduced a m w m  will be payable as follows: 

will be paid in a reduced one sum to the participant's beneficiary, as set forth in his beneficialy designation in effect at the time ofdeath, to be paid on the 
fin1 day ofthe month following the participant's date of death. 

PanB will be paid in equal reduced monthly installmem. Payment ofsuch monthly amount will commence on the participant's early retirement date and will 
continue for the life ofthe participant. lfthe participant dies after retirement, payments will continue to the beneficiary until January I of the year the panicipm 
would have attained his normal life expectancy established a1 the date ofretirement. 

'These reduced amounts shall be the only benefits to which sucP a participant is entitled 

12.4 Post-retirement death benefit. Ifa participant dies after retirement but hefore the applicable retirement benefit is paid in full, the unpaid retirement 
benefit  payment^ to which the participant is entitled will continue to be paid to the participant's beneficiary. Such payments shall be made in accordance with thc 
paymentrcheduletothatpvnicipantpursuantto Sections 12.1. 12.2and 12.3 oftheplan. 

12.5 Exclusivity of msf-retirement death benefit. NU death benefit, as defined in Section 11, will be paid to the beneficiary of a participant who dies after 
retirement. 

12.6 Accrual ofretirement benefit. A participant who ceases 10 be an employee, except as a rcsult ofdeath, retirement, or total disability within the meaning 
of Section 11.2, will no: be entitled to any benefits hereunder and the employer will have no ohligation hereunder to such participant, provided that in the event the 
employer is moiged, consolidated, reorganized, or sells substantially all of its assets to another corporation. firm, OT person and such corporation, firm or person takes 
action to terminate this plan in accordance with Section 19 or to terminate a participant in the plan as a result of such merger, consolidation, reorganization, or sale of 
assets, such panicipani will beentitled to those benefits as described in Sections 11.1 and 12.1 and 12.3. 

12.7 Benefic at retirement after attainment of noma1 retirement date. If a participant elects to continue employment beyond his normal retirement date, the 
commihrr, and only the committee, will specify the amount ofthe panicipant's retirement benefit. 

SECTION 13. BENEFICIARY 

Each participanl will designate his beneficiary to receive benefits u n d a  the plan by completing the beneficiary designation If more than one beneficiary is 
named, the shares an%r precedence of each beneficialy will be indicated in the designation. A panicipant will have the right to change the beneficiary by submitting to 
the committee a new beneficiary designation. The beneficiary designation must he approved in wiling by the employer; however, upon the employer's 
acknowledgement ofapproval, the effective date of the bcneficiaiy designation will 
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be the dale it was executed by the participant. If the employer has any doubts as to the proper beneficiary to recave payments hereunder, i t  will have the tight to 
withhold such payments until the matter i s  finally adjudicated. Any payment made by the employer in g d  faith and in accordance with the provisions of this plan and 
a panicipant's beneficiary desivnation will fully discharge the employer from all funher obligations with respec110 such paymnent. 

Pan B benefits as set fonh in Sections I I ,  I and 12. I ofthe plan will be paid only to the panicipant's snrviving spouse andlor panicipanl's unmanied children 
under the age o f23  as shown in the beneficiary designation. Part A benefits as set fonh in Sections I I . I  and 12.1 of the plan will be paid as shown in the beneficiary 
designation. 

PART FOUR 
MISCELLANEOUS 

SECTION 14. BENEFITS NOT CURRENTLY FUNDED 

14. I No. Nothing in this plan will be construed to create a trust or to obligate the Company or any other employer lo segregate a fund, purchase an 
insurance contnct, or m any other way currently to fund the future payment afany benefits hereunder, nor w11I anrhing herein be construed to give any panicipant or 
any other penon rights to any specific assets of the Company or of any other employer or entity. 

14.2 Grantor trust. Notwithstanding Section 14.1, the Company has established a grantor trust of which it is treated as the ewer under Section 611 ofthe 
lniemal Revenue Code. 

SECTION I S .  DEFINITIONS 

Mere the content so requires, in construing terms used in the plan the masculine includes the feminine, the singular includes the plunl, and the plunl includes 
the singular. 

SECTION 16. ADMINISTRATION 

The plan will be administered by the comminee, which will have full power and authotity tu consfrue. interpret and administer the plan. Decisions ofthe 
comminee will be final and binding on all persons. The committee may, in 11s discretion, adopt, amend, and rescind rules and regulations relaling to the administration 
of the plan. 

SECTION 17. RIGHTS NON~ASSIGNABLE 

No participant, survivi"$ spouse, beneficiary, or any other person will have any fight to a s i s  07 otherwise to alienate the tight to receive payments under the 
plan, in whole or in pan. 

SECTION 18. EXCESS BENEFIT PLAN 

This plan will supersede any obligation to pay to participants excess plan benefits under any excess benefit plan provisions in Ihe retirement plan, as such plan 
may be amended from 
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time to time; no e x c m  plan benefits will be payable under any such excess benefit plan to participants 

SECTION 19. AMENDMENT OR TERMMATION 

The Company reserves the tight at any time by action of the board Io terminate the plan or to amend its provisions in any way. subject to the requirements of 
Section 409A. In addition, ifthe retimmenf plan is terminated, this plan will automatically terminate a150 as ofthe Same effective date, subject to the Seclion 409A 
requirements. Notwithstanding the foregoing, no termination or amendment ofthe plan may reduce the benefits payable under the plan to any person with respcct to a 
participant whose employment with his employer was terminated before such termination or amendment and no termination or amendment may reduce the benefits lo 
be paid with respect to a panicipant on the dale of such termination or amendment below the amount which such nartici~anl would have received if his emolovment had 
terminated on the date before such termination or amendment 

EXECUTED as of December 20,2007 

TECO ENERGY. M C  

BY' Is/ Clinton E. Childress 

Clinton E. Childress 
Chief Human Resources Officer 
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SCHEDULE A 

Enhanced Retirement Benefits 

A. I .  
employment unlil age 62 with annual eaming equal to the rate afeaming in effect on his date of termination of employment. 

A.2. iY94-95 Early Retiremenl Window 

David N. Camobell and G. Pierce Wood. The retirement benefits of David N. Campbell and G. Pierce Wood are to be calculated as though each had continued in 

(a) The retirement benefits ofeach ofthe following panicipants are to be calculated by using the factors set forth below: 

Name Increase in Age Increase in Service 

William T. Snyder 3 years, U months NIA 

Robert T. Tomcrak 3 years 3 years 

Fred W. Maggard 4 years 4 years 

R.D. Comell 4 yean 4 years 

(b) Average annual eamingn for each of Philip G .  Flood and John G. Graham is to be calculated using the three Consecutive calendar years out ofthe five 
calendar years preceding the date ofretirement which yield the highest averagc. 

A.3. 
benefit OtherwiSc payable under the plan of $1,062.93 per month. 

La- D. Noland. The retirement benefit of Lany D. Noland is to be calculated as though he were age 62 ,I> on his retirement date, resulting in an increase in the 
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SCHEDULE B 

Death benefits 
(Section 1 1 . 1 )  

Panicrpant rovered Pan A Pan B 

Retirement benefits 

Pan A Pan B 
(Section 12.1) 

.. ~~~~ 

COmpe"Sati.3" 

Gerald E. Cox $138,445 NIA' NIA' $13m,445 $4,614.82 
Wayne E. Huffman $114,736 NIA' NIA' $114,736 $3.824.53 

Erne81 L. Mize $96.626 NIA' NIA' $96,626 $3,220.87 
Frank 1. Sivard $146,257 'W42.514 '-54.875.23 "'$146,257 ***$4,875.23 
M. Lee Young $179,610 NIA' NIA' $90,974.33 ****$3,032.48 

* 
** 
e* *  

* I * *  

He did not die before retirement, so hc is not entitled to death benefits under Section I I .I 
Payable only if he dies before retirement. 
Payablc only if he retires before death. 
Includes $933.01 per month for two extra years of service in accordance with severance agreement. 
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Exhibit 14.3.1 

AMENDMENT NUMBER 3 TO THE 
TECO ENERGY GROUP 

SUPPLEMENTAL RETIREMENT BENEFITS 
TRUST AGREEMENT 

Pursuant to Section 1 I . I  ofthe TECO Energy Group Supplemental Retirement Benefits Trust Agrement (the 'Trust"), the Trust is hereby amended, effective as 
provided herein, as follows: 

I .  Effectivc November I ,  2007, by substituting the following for Section 2.4: 

For purposes of this Tnrrt A g m " n ,  a "change in control of the Company" shall mean a change in control a f a  nature that would be required 10 be reported in 
response to Item a(=) af  Schedule 14A of Regulation 14A promulgated under the Securities Exchangc Act of 1934, as amended (the "Exchange Act"), whether or not 
the Company is in fact required to comply therewith; provided. that, without limitation, such a change in control shall be deemed to have occurred if  

(a) any "person" (as such term is used in Sections I3(d) and 14(d) ofthe Exchange Act), other than the Company. any trustee or other fiduciary holding 
securities under an employee benefit plan ofthe Company or a corporation owned, directly or indirectly, by the stockholders oithe Company in substantially the 
same pmponions as their ownenhip of stock afthe Company, is or becomes the ''beneficial owner'' (as defined in Rule 13d-3 under the Exchange Act), directly or 
indirectly, ofsecuntics ofthe Company representing 30'X or more of the combined voting power of the Company's lhen outstanding securities; 

(b) the following individuals cease to constitute a majority of the number ofdirectors then servmg: individuals who on the date hereof ~ o n ~ t i t u t e  the Board 
and any new directov (other than a director whosc initial assumption of office is in connection with an actual or threatened election contest, including but not limited 
to a consent solicitation, relating to the election ofdirectors of the Company) whose election by the Board or nomination for election by the stockholdem of the 
Company w u  approved by a vote ofa l  least two-thirds (2/3) ofthe directors then still in office who either were directon on the date hereof or whose e lc~i inn nr 

nomination for election was previously so approved, cease for any reason to constitute a majority therm$ or 

(c) there is consummated a merger or consolidation of the Company or any direct or indirect subsidiary of the Company with any other corporati~n, other 
than ti) a merger or consolidation resulting in the voting securities of the Campany outstanding immediately prior thereto continuing to represent (either by 
remaining outstanding or by being converted into voting SeCuritics ofthe surviving entity) at least 50'% ofthe combined voting securities ofthe Company or such 
survwing entity or any parent thereof outstanding immediately after such merger or consolidation or (ii) a merger or conSolidation effected lo implement a 
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rrcapjtali~ation of the Company (or similar mansaclion) in which no “pmon” (as hereinabove defined) acquires 30% or more ofthe combinrd voting power of the 
Company’s then outstanding securities; or 

(d) the stockholders of the Company approve a plan ofcomplete liquidation afthe Company or there is coorummaled the sale or disposition by the Company 
of all or substantially all ofthe Company’s assets. 

(e) Notwithstanding anything in this TNSI Agreement to the conlrary, a “change in control ofthe Company” will not be deemed 10 have occurred until the 
Trustee has received a wittec certification fmm an individual who is the president. a vice president or the treasurer of the Company immediately before such change 
in control has taken place stating that a change in control has occurred. The Trustee has no duty lo inquire as to the existence of a cenification and may rely 
conclusively upon a cenification once i t  i s  received by the Trustee. 

2 .  Effective November I, 2007, by inserting the following in a new Section 2.8: 

2.8 In the event the Company has entered into a change in control agrement with an employee who, for purposes of Section 409A of the Intemal Revenue 
Code of 1986, i s  a ‘‘Specified Employee” for whom a six-month waiting period will apply, the amounts to be paid to any such Specified Employee under his change in 
control agreement will he deposited in the Trust at the commencement offhe six~month waiting period and shall be paid to the Specified Employee at the end of the 
six~month wsiting period according to the terms ofthc Specified Employee’s change in control agreement. 

All ofhoi temn and conditions of the Trust shall remain in full force and effect with no changes thereto. 

EXECUTED this 21 day of December, 2007 

TECO ENERGY, TNC. 

By:. Id Clinton E. Childress 

Its: Chief Human Resources Officer 

Citibank, N.A., = Trustee 
By:. Id Mario Morin 

Its: Trustee 
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Exhibit 10.19.1 

Compensatory Arrsngements with Executive Officers 

Compensation Sor executives at TECO Energy, Inc. (1he"Corparation") Consists of several components. Included among these are base salary and an annual incentive 
award program. 

Base salary infomatian for named executive officers for 2008 is set lbnh in the table below. 

The Corporation's annual incentive plan, last amended in November 2007, is included as Exhibit 10.4 to the Corporation's Annual Repon on Form 10-K to which this 
document is an exhibit (the "Repon"). The 2008 target award percentages for awards under the annul incentive plan for Ihe named executive offlcers are set fonh in 
the table below. 

Compensatory arrangements relating to other aspects ofthe Co~oralatlon's exec~ltve compensation program are included as exhihits to the Repon. 

Named Executive Otficer Salary and Target Award Percentagr Information for 2008 

Name Title 

Shemill W. Hudson 
John B. Rami1 
Gordon L. Gillstte 
Charles R. Black 
William N. Canvell 

Chairman and CEO 
President and Chief Operating Officer 
Executive Vice President and Chief Financial Officer 
President of Tampa Electric 
President oSPeoples Gas System 

Target 

Salary Award "h 

$826,189 80% 
$534,000 70% 
$455,500 60% 
5368,460 55% 
$313,0W 40% 

* Mr. Hudron's 2008 salary Consists oS$301,189 in cash and TECO Energy restricted sharer valued at $525,000, with the restriction~ lapsing in four quarterly 
in~tallmenfs. Mr. Hudson also receives a monthly hawing and travel allow~nce of $5.000, in recognition ofhis retaining his primary midence in Miami. 
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Exhibit 12.1 

The following table sets fonh TECO Energy’s ~ a t i o  of eamings to fixed charges for the penods indicated, 

Year Ended December 31, 
(millions) 2007 1006 2005 2004 2003 

$ 613.1 S 363.1 16 312.9 $ (600.6) $ 32.8 Income (loss) from continuing operations, hefore incams l ues  
Add 

Interest expense 

Amonilation of capitalized interest 
Deduct: 

270.1 289.1 298.4 333.5 351.0 

0.0 0.0 0.1 0.3 I .3 

Capitalized mtercst 0.0 0.0 0.1 0.7 17.3 

(Loss) income from equity Investmenu, net 18.0 3.4 60.4 36.1 (0.4) 

16 865.2 $ 648.8 $ 550.9 $ (303.6) $ 368.2 Earnings before taxes and fixed charges 

$ 2 7 0 . 1  $ 2 8 9 . 1  $ 2 9 8 . 4  $ 333.5 $ 3 5 1 . 0  
Total fired charges $ 270.1 6 289.1 $ 298.4 $ 333.5 $ 351.0 

lnteres1 expense 

Ratio ofeamings to fixed charges 

Far the purposes of calculating the= ratios, eamings consist of income from continuing operations hefore income taxes, income or loss from equity investments 
(net of distributions) and fixed charges, less capitalized interest. Fixed charges consist of interest expense OD indebtedness and interest capitalized, amonilation ofdebt 
premium, and an estimate of lhe interest component ofrentals. TECO Energy, Inc. does not have any preferred stock outstanding, and there were no preferred stock 
dividends paid or accrued during Ule periods presented. Certain prior year amounts have been adjusted IO conform to the cumen: year pie~entation. Further, the company 
had significant charges (most of which were non-cash) and gains in the periods presented. Reference i s  made to the financial StaternentS and related notes and the 
Sections titled “Management’s DiscussIan & Anslys i~  of Finandnl Condition & Results of Operations” herein as well ar in TECO Energy, Inc.’s Annul  Repons 
on Form IO-K for the yean presented (other than 2004, for which reference is made 10 TECO Energy Inc.’r Cunent Repon on Form 8-K dated May 23,2005). 

All prior periods presented reflect the classification of Commonwealth Chesapeake Company, LLC (CCC), Frontera Generation Limited Panoemhip (Frontera), 
RCH Mechanical (BCH), TECO Thermal, TECO AGC, Ltd.. TECO BGA, Prior Energy, TECO-Panda Generating Company (TPGC), and TECO Coalbed Methane as 
discontinued operations. Frontera was sold in December 2004, the sale of BCH was completed in January 2005. and the transfer of TPGC w s  completed in May 2005. 
The sales ofprior Energy and TECO BGA were completed in February 2004 

lnteieil expense includes total interesl expensed and capitalired excluding AFUDC, and an estimate of the interest component of rentals. 

(I Earnings were insufficient to cover fixed charges by $637.1 million. The ratio was - 0 . 8 9 ~  
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Exhibit 122 
TAMPA ELECTRIC COMPANY 

RATIO OF EARNINGS TO FIXED CHARGES 

The following tablc sets fonh Tampa Electric Company’s ratio ofeamings to fixed charges for the periods indicated. 

Year Ended December 31, 
(millla”*) 2007 2006 2005 ZOU4 2003 

Income from continuing operations, before income tar S 27x4 $ 264.7 16 285.7 S 214.9 16 1R7.4 . . ~ .~ .~ 
Interest expense 131.4 124.9 114.3 112.4 109.2 

Eamings before tares and fixed charges 5 4W.8 16 389.6 $ 400.0 S 387.3 $ 296.6 

ln1erest expense $ 131.4 $ 124.9 $ 114.3 $ 112.4 $ 109.2 
Total filed charges $ 131.4 S 124.9 $ 114.3 5 112.4 $ 109.2 

Ratio ofearnings Io fixed charges 3 . 1 2 ~  3 . 1 2 ~  3.50~ 3 . 4 5 ~  2 . 7 1 ~  

For fh6 purposes of calculating these ratios, eamings conskt of income from continuing operations beiore income taxes and fixed charges. Fired charges consist 
of interest expense on indebtedness, amortization of debt premium and an estimate of the interest component afrentals. Tampa Electric Company had a sis i f icant non- 
cash charge in the 2003 period presented. Reference is made to the financial statements and related notes and the ~ e c t i o n ~  titled “Mmsgemenl’s DIICUISIO~ & 
Analysis of Finnncinl Condition &Results of Operations” herem as well as in Tampa Electric Company’s Annual Report on Form IO-K for the year5 presenled and 
any amendmenlr filed thereto. 

Interest expense includes tofal interest expense, excluding AFUDC, and an estimate of the interest component of rentals 
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Exhibit 21. I 

SUBSIDIARIES OF THE REGISTRANT 

All ofthe following subsidiaries o f  TECO Energy, Inc., are organized under the laws of Florida except as indicated. The following l ist  omit^ certain subsidiaries 
pursuant to paragraph (h)(Zl)(ii) of Regulation S-K Item 601 

Tampa Electric Company 
TECO Diversified. Inc. 

T K O  Gemstone, Inc. 
TECO Coal Corporation (a Kentucky corporation) 

Gatliff Coal Company (a Kentucky corporation) 
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Exhibit23.1 

CONSENT OF INDEPENDENT REGISTERED CERTIFIED PUBLIC ACCOUNTING FIRM 

we hereby consent to the incorporation by reference in the Registration Statements on Fom S-8 (Nos. 333-02563,333-25563,333-60776 and 333~115954). and on 
F~~ s.3 (Nos. 333-83958, 333-1 0201 8 and 333-132243) ofTECO Energy, Inc. and its subsidiaries of our report dated Fcbmary 27.2008 mlating to the financial 
statements, financial statement xhedulcs and the effectiveness of intemal Control over financial repomng, which appears in this Form 10-K. 

Pricewaterhousecoopen LLP 
Tampa, Flo<da 
February 27,2008 
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Exhibit 23.2 

CONSENT OF MDEPENDENT REGISTERED CERTIFIED PUBLIC ACCOUNTING FIRM 

We hereby consent to the incorporation by reference in the RegisIration Stafcmcnts an Form S-3 (Nos. 333-55090,333~9160? and 333-132243-01) of Tampa Electnc 
Company and its subsidiaries of our repon dated February 27, 2007 relating to the financial statements and financial ~tatement schedule, which appears in this Form 1 0 ~  
K. 

Pricewaterhousecoopen LLP 
Tampa, Florida 
February 27,2008 
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Exhibit 23.3 

CONSENT OF WDEPENDENT EXPERTS 

Marshall Miller & Associates. Inc. hereby con~ents to the incorporation by reference into this Registration statement on Farm S ~ 3  ofTECO Energy, Inc. (the 
"Company") ofthe information contained in OUT audit repon, dated as of  January 22,2008, regarding the coal reserves ofthe Company's subsidiaries, the results of 
which audit are reflected in the Company's Annual Rcporl on Form IO~K. 

Marshall Miller & Associates, 1°F. 

is/ K. Scott Keim 
K. Scott Keim 
Presidznl 

February 21,?008 
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Exhibit 31.1 
CERTIFICATIONS 

I, Sherrill W. Hudson, cenify that: 

I, I have reviewed this annual repon on Form IO-K of TECO Energy, Inc.; 

2. Based on my knowledge, this rcpon does not contain any untrue Statement o fa  material fact or Omit to state a matcnal fact necessary to make the statements made, 
in light ofthe circumslances under which such statements were made, not misleading with respect to the petiod covered by this repon; 

3 .  Based on my knowledge, the financial statements, and other financial information included in this repon, fairly present in all material respects the financial 
condition, resdts  of operations and cash flows ofthe registrant 8 5  of, and for, the periods presented in this repon; 

The registrant's other certifying officer and I a x  responsible for establishing and maintaining disclosure cmlrol~ and procedures (as defined in Exchange Act 
Rules 1 3 ~ ~ 1  S(e) and 15d-l5(e)) and intemal ~ontrol over financial reponing (as defined in Exchange Act Ruler I3a-lS(f l  and 15d-I 5(n) for the registrant and 
have: 

a) 

4 ,  

Designed such disclosure ~ontmk and procedures, or caused such disclosure  control^ and procedures to be designed under our supervision. to ensure that 
m a t e d  information relating 10 lhc registrant. including its consolidated subsidiaries, is made known to us by others within those entitia, panicularly during 
the pen& in which thk ~ p o n  i s  being prepared: 

Designed such intemal control over financial reponing, or caused such intemal ~ontrol ovm financial reponing to be designed under our supervision, to 
provide reasonable assurance regarding the reliability of financial reponing and the preparation of financial statements for enlemal purposes in accordance 
with generally accepted accounting principles: 

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our C O ~ C ~ U S ~ O ~ S  about the effectiveness of the 
disclosure contmlr and procedures, as of the end of the period covered by this repon based on such evaluation; and 

Disclosed in this repon any change in the registrant's intemal control over financial reponing that occurred dunng the registrant's most recent fiscal quarter 
that has matmially affected. or is reasonably likely to materially affect, the registrant's intemal control over financial reponing; and 

b) 

c) 

d) 

5 .  The registmt's other certifying officer and I have disclosed, based on our most recent evaluation ofintemal ~0ntr01 over financial reponing, 10 the registrant's 
auditom and the audit committee of the registrant's board of directors (or persons performing the equivalent functions): 

a) All significant deficiencies and material weaknesses in the design or operation ofintemal eontml over financial reponing which are reasonably likely lo 
adversely affect the registrant's ability to record, process, summanre and repon financial information; and 

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's intemal control over financial 
reponing. 

b) 

Date: February 28,2008 Id S. W. HUDSON 
S. W. HUDSON 
Chairman of the Board, and 
Chief Executive Officer 
(Principal Executive Officer) 
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Exhibit 31 2 
CERTIFICATIONS 

I, Gordon L. Gillette, cenify that: 

I .  

2. 

I have reviewed this annual repan on Form IO-K ofTECO Energy, Inc.: 

Based on my knowledge, this repon does not contain any untme Stafement of a material fact or omit 10 $tale a material fact nece~~ary to make the statements mede. 
in light of the circumstances under which such stalemenls were made, not misleading with respect 10 the period covered by this repon; 

3 .  Based an my knowledge, the financial statements, and other financial information included in this repon, fairly present in all malerial respects the financial 
condition, results of operations and cash flows of the registrant as of, and far, the periods presented in this repon; 

The regi~eant's other certifying officer and I are responsible for establishing and maintaining disclosure contTo1s and procedures (as drfincd in Exchange Act 
Rules 13a~l5(e) and 15d-I5(e)) and intemal control over financial reporting (as defined in Exchange Act Rules 13a-15(0 and 15d~l5(t)) forthe regiswant and 
have: 

4. 

a) Designed such disclosure  control^ and procedures, or caused such disclosure controls and pracedures to be designed under OUT supervision, to ensure that 
material information relating to the registrant. including its consolidated subsidiaries. is made known IO us by others within those entitiff, panicularly during 
the period in which this repon is being prepared 

Designed such intemal control over financial reponing, or caused such intemal ~ o n t r ~ l  over financial reponing to be designed under OUT supervision, to 
provide reasonable assurance regarding the reliability of financial reponing and the preparation of financial S t a m "  for extemal purposes in accordance 
with generally accepted accounting principles; 

Evaluated the effectiveness of the registrant's disclosure ~ o n t m l ~  and proccduren and presented in this repon OUT conclusions abaut the effectiveness of the 
disclosure  control^ and procedures, as ofthe end of the period covered by this repon based on such evaluation; and 

Disclosed in this repon any change in the registrant's intemal control over financial reponing that accumd during the rrgisfrant's most recent fiscal quaner 
that has matenally affected, or is reasonably likely to matmially affect, the registrant's intemal control over financial reponing; and 

b) 

c) 

d) 

5 .  The registrant's other cenibing officer and I have disclosed, based on our most recmt evaluation of intemal control over financial reporting, to the registrant's 
auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions): 

a) All significant deficiencies and material weaknesses in thc design or operation of intemal conml over financial reponing which are reasonably likely to 
adversely affect the registrant's ability io record, pracess, summarize and repon financial information; and 

b) Any fraud, whether or not material, that  involve^ management or other employees who have a Significant role in the registrant's intemal contiol over financial 
reporting. 

Date: February 28, 2008 Is/ G.  L. GILLETTE 
G.  L. GILLEITE 
Executive Vice President 
and Chief Financial Officer 
(Principal Financial Officer) 
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I, Shenil1 W. Hudson, certify that: 

I .  

2. 

I have reviewed this annual repon on Form IO-K of Tampa Electric Company; 

Based an my knowledge, this repon does not contain any untrue statement ofa material fact or omit to state a material fact necessq to make the statements made, 
in light ofthe circumstances under which such StalementS were made, not misleading with respect to the period covered by this repon; 

3. Based on my knowledge, the financial statements, and other financial informatian included in this report. fairly present in 811 material respects the financial 
condition, re.esuI1s ofopmationn and cash flows ofthe registrant as of, and for, the petiods presented in this report; 

The regiSfrmt'S other certifying officer and I arc responsible for establishing and maintaining disclosure conmls and procsdures (as defined in Exchange Act 
Rules 13a-I5(c)and 15d-I5(e))and fortheregireantand have: 

a) 

4. 

Designed such disclosure conIroIs and procedures, or caused such disclosure Controk and procedura to be desiped under our supervision, to ensure that 
material information relating to the registrant, including its consolidated subsidiaries, is made k n o w  to us by othen within those entities, particularly duting 
the period in which this report is being p~epared: 

Evaluated the effectiveness d t h e  registrant's disclosure ~ o n t r o l ~  and procedures and presented in this repon our coneluiom about the effectiveness of the 
disclosure ~ontmls and procedurm, as of the end of the period covered by this mpon based on such evaluati~n; and 

Disclosed in this report any change in the ~egistrant's intemal control over financial repontng that occumed during the regi~tiant'~ most recent fiscal quaner 
that has materially affected, or is reasonably likely to materially a f k t ,  the registrant's intemal contml over financial reporting: and 

b) 

cJ 

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation ofintemal control over financial reponing, to the r e g i ~ t ~ a n t ' ~  
auditors and the audit committee of thc registrant's board of directors (or persons performing the equivalent functions): 

a) All significant deficiencies and material weaknesses in the design or operation ofintemal control over financial reporting which are reasonably likely 10 
adversely a f k t  the registrant's ability to record, process, summatire and repon financial information; and 

Any fraud, whether or not material, that involves management m other employees who have a si@ificant role in the rcgistrant's intemal control over financial b) 
"P0Ili"g. 

Date: February 28, 2008 id S .  W. HUDSON 
S. W. HUDSON 
Chairman of the Board, and 
Chief Executive Officer 
(Principal Executive Officer) 
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I, Gordon L. Gillate, cenify that: 

1 .  

2. 

I have reviewed this annual iepm on F m m  I O X  of Tampa Electtic Company; 

Based on my knowledge, this mpon does not Contain any unlrue Statement of a material fact or omit to sa te  a material fact necessw to make the statements made, 
in light ofthe  circumstance^ under which such statements were made, not misleading with respect to the period covered by this repon: 

5 .  The registrant's other cenifying offlcer and I have disclosed, bared on OUT most recent evaluation of inlemal ~oncrol over financial reponing, to the tegirtranf's 
auditon and the audit committee of the registlam's board of directors (or persons performing the equivalent functions): 

a) All significant deficiencies and m a t e d  weaknesses in the design or operation ofintemal control over financial reponing which are reasonably likely to 
advenely affect the regsstrant's ability 10 record, process, wnma"ze and repml financial inlomalion: and 

b) Any fraud, whether or not matmal, that  involve^ management or other employee? who have a signnlficant role tn the registrant's intemal control over financial 
repontng 

Date: Februaly 28,2008 / s i  G L CILLETTE 
G L CILLETCE 
Senior Vice Presidenl ~ Finance 
and Chief Financial Officer 
(Principal Financial Officer) 

483 



TAMPA ELECTRIC COMPANY 
DOCKET NO. 080317-El 
SCHEDULE NO. F-2 
PAGE 255 OF 506 

Exhibit32.1 

TECO ENERGY, INC 

Certification of Periodic Finmeis1 Repon 
Pursuant to 18 U.S.C. Seetion 1350 

Each of the undersigned ofticen ofTECO Energy, Inc. (the "Company") cenifies, under the standards s t  forth in and solely for the purposes of 18 U.S.C. 
Section 1350, as adopted pursuant to Section 906 ofthe Sarbanes-Oxley Act of2002, that, to his knowledge, the Annual Repon on Form 10-K ofthe Company for the 
year ended December 31,2007 fully complies with the requirements of Section l3(a) or IS(d) ofthe Secuities Exchange Act of 1934 and information contained in that 
Form IO-K fairly presents, in all material re~pects, the financial condition and r ~ s ~ I 1 s  of operations ofthe Company 

Dated February 28.2008 

Dated: February28,2008 

Is/ S. W. HUDSON 
S. W. HUDSON 
Chmf Executwe Oflicer 

Is/  G. L. GILLETTE 
G. L. ClLLETlE 
Chief Financial Oflicer 

A signed original of this wntten statement required by Section 906, or other dazument authenticating, acknowledging, or othenvise adopting the signature that 
appears in typed form within the e l ~ c t r o n i ~  version ofthis witten statement required by Section 906, has been provided to the Company and will be retained by the 
Company and furnished to the Securities and Exchange Commission or its staff upon request. 

Ihe foregoing Certification is being furnished to the Securities and Exchange Commision a- an exhibit to the Form 1O~K and shall not be considered filed as 
part of the Form I 0-K. 
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TAMPA ELECTRIC COMPANY 

Certification of Periodic Financial Report 
Pursuant to 18 U.S.C. Section 1350 

Each of the undersigned officers ofTampa Electric Company (the "Company") cenifies, under the standards set fonh in and solely for the purposes of I8 
U.S.C. Section 1350, as adopted pursuant to Section 906 ofthe Sarbanes-Oxley Act of 2002. that, to his knowledge, the Annual Repon on Farm IO-K of the Company 
for the year ended December 31,2001 fully complies with Ihc requirements of Section 13la) or 15(d) ofthe Securities Exchange Act of 1934 and information contained 
in that Form IO-K fairly presents, in all material T S S ~ C C ~ E ,  the financial condition and re~ulls of operations ofthe Company. 

Dated: February 28, 2008 

Dated: February 28,2008 

Is/ S. W. HUDSON 
S. W. HUDSON 
Chief Executive Oilicer 

/ s i  G. L. GlLLETTE 
C. L. GILLETTE 
Chief Financial Officer 

A signed onginai of this witten statement required by Section 906, or o tha  document authenticating, acknowledging, or othenvise adopting the signature that 
appears in typed form within the electronic version of this witten Statement required by Section 906, has been provided to the Company and will be retained by the 
Company and fumishd to the Secuntia and Exchange Commission or its staff upon request. 

The foregoing certification is being fumished to the Secunlies and Exchange Commission as an exhibit to the Form 10-K and shall not he considered filed as 
pan of the Form I 0-K. 

Created by IOKWizard m. 10KWizard.comSource: TAMPA ELECTRIC CO, 10-K. February 28,2008 
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