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UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON, D.C. 20549 

AMENDMENT NO. 1 
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OR 

0 Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 

Fur thi  tansifion pcrcd honi to 

comndaaion 
Fllr No 
14180 

1-5001 TAMPA ELECTRIC COMPANV 
la Florida cnpom.aBon) 

702 N. Franklin Snm 
Tanma, Florida 33602 
(X13)22R-lll I 

TKO pisra 

596475140 

Ncu York Stuck Exrhmsc 
NEW York S t a k  Exchangc 



487 



TAMPA ELECTRIC COMPANY 
DOCKET NO. 060317-El 
SCHEDULE NO. F-2 
PAGE 259 OF 506 

Table of Contents 

EXPLANATORY NOTE 

This amendment is being tiled to include the conformed signature blocks of PricewaterhouseCoope, LLP on each “Report of Independent Registered Cenified Public 
Accounting Finn” set fonh on pages I O 1  and 161 of Ihe combined Annual Report of TECO Energy, Inc. and Tampa Electric Company on Form IO-K for the year 
ended Dec. 31,2007 a$ originally filed with the Securities and Exchange Commission on February 28, 2008 (Original Form IO~K).  These signed repons were obtained 
by us prior to OUT filing of the Original Form 10-K with the Securities and Exchange Commission. We have also corrected the lransposition ofthe “2007” and “200V 
column headings on page 163 ofthe Tampa Electnc Company Consolidaled Balance Shect. There are no other changer being made to the Financial Statemen& or an” 
other mattCr in Part II, Item 8 ofthe Onginal Form IO-K. 

We have also included in Part 11, Item 9A. a specific cross-reference Io the lwation of the report of the independent registered certified public accounting firm with 
respect to TECO Energy Inc . ’~  intemal control over financial reponing, but have made no substantive changes to that section. 

No changes are being made pur~uant to lhis amendment to any ather item ofour Original Form IO-K other than the updating ofthe Exhibits to include updated 
Certifications of the Chief Executive and Chief Financial Officers, including adding the certification of internal control over financial reporting to the Certifications of 
Tampa Elecnic Company, and an updated consent of Pricewaterhousecoopen, LLP, Independent Registered Certified Public Accounting Firm. 
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Item 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA. 

TECO ENERGY. INC. 

Mim~~~mient 's  Rmon on lntemal Control Owr Financial Rcnomng 
Reoon oiIndrpcndc.nI Reaisterrd Cenified Public Arcountine Firm 

Cunsnlidated Balance Sheets. Dcc. 3 I, 2007 and 2006 

Consolidated Slalemnltn of  Income for the "ears ended Dee. 3 I .  2007,2006 and 2005 

Consolidated Statemcntr ofComorehenrivc Income for thc veam rndcd Dcc. 3 I ,  2007.200(, and 2005 

Consobdaled Slstcrnenlr nrCosh Flows lor thr ycam ended Dec. 3 I, 2007. 2006 a n d m  

Coosolidated Swlcments ofCanitil1 for the ~ e a m  ended Der. 3 I, 2007,2006 mid 2005 

Notea to Cunaolidared Financial Slatemrnir 

Financial Statement Schcdulc I Condensed Parent Comoanv Financivl Stitamems 

Financial SWiemcnt Schcdulc I1 Valuation and Qurlifvinr? Accounts and Reserves fur thc yeam ended Dcc. 3 I, 2007.2006 and 2005 

Sienatures 

P.ee 
No. 

2 

3 
4-5 

6 

7 

m 
9 

10-6 I 

96-99 

100 

102 

All other financial statement schedules have hcen omitted since they are not required, are inapplicable or the required information i s  presented in the financial 
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 contrd over financial reponing, as such term is defined in Rule 13a-I5(f) of 
the Secuniie~ Exchange ACI of 1934, as amended. We conducled 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 Framework issued by the Camminee of Sponsoring Organizations ofthe Treadway 
Commission. Based on our evaluation under this framework, our management concluded that TECO Energy, l n c . ’ ~  intemal control over financial reporting wav 
effective as of December 31,2007. 

2 
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Report of Independent Registered Certified Public Accounting Firm 

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

In our opinion, the consolidated financial statements listed in the accompanying index present fairly, in all matenal respects, the financial position ofTEC0 
Energy, Inc. and its subsidiaries at Dccember 3 I ,  2007 and 2006, and the results 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 
schedules listed in the accompanying index present fairly, in all material respects, the information sel forth therein when read in conjunction with the related 
consolidated financial statements. Also in our opinion, the Company maintained, in all material respects, effective intemal cmtml over financial reponing as of 
December 3 I, 2007. based on criteria established in lntemal Contml-Inlegrated Framework issued by the Committee of Sponsoring Organizations ofthe Treadway 
Commission (COSO). The Company's management is responsible for these financial statements and financial statement schedules, for maintaining effective intemal 
contml over financial reponing and for its assessment of the effectiveness of intemal conti01 orer financial reponing, included in thc accompanying Managcment's 
Repon on lntemal Control Over Financial Reponing. Our responsibility is to express opinions on these financial statements, on the financial statement schedules, and 
on the Company's intemal Control over financial reporting based on our integrated audits. We conducted our audits in accordance with the standards of the Public 
Company Accounting Oversight Board (United States). Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the 
financial sntaments are free of material misstatement and whether effective intemal control over financial reponing was mainnined in all material respects. Our audits 
of the financial Statements included examining. on a test basis, evidence supponing the amounts and diselasurff in the financial statements, arsrssing the accounting 
principles used and significant estimates made by management, and evaluating the overall financial statement presentation. Our audit ofintemal control over financial 
reponing included obtaining an understanding of intemal contml over financial reponing, assessing the risk that a material weakness C X ~ S ~ S ,  and testing and evaluating 
the design and operating effectiveness of intemal control based an the assessed risk. Our audits also included performing such other procedures ar we considered 
necessary in the circumstances. We believe that our audits provide a reasonable basis for our opinions. 

As d i s u s e d  in Note 4 to the financial statements, the Company changed its method of evaluating its uncenain tax positions as ofJanuary I, 2007. Also, as 
discussed in Note 5 to the financial statements, the Company changed its method of accounting for its defined benefit pension and other postretirement plans as of 
December 31,2006. Funher, as discussed in Note i to the financial statements, the Company changed its method of accounting for stock-based compensation as of 
January I ,  2006 

A company's intemal conlml over financial reponing is a process designed to provide reasonable assurance regarding the reliability of financial reponing and 
the preparation of financial Statements for external purposes in accordance with generally accepted accounting principles. A company's intemal control over financial 
reponing includes those policies and procedures that (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and 
dispositions of the assets o f  the company; (ii) pmvide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in 
accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of 
management and directors of the company: and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use. or 
disposition afthe company's asscls that could have a material effect on the financial statements. 

Because of its inherent limitations, intemal control over financial reponing may not prevent or detect misstatements. Also, pro;ections of any evaluation of 
effectiveness to future periods are subject IO the risk that mntml~ may become inadequate because of changes in conditions, or that the degree ofcompliance wilh the 
policies or procedures may detefiorate. 

/s/ Pricewa1em""seCoopers LLP 

Tampa, Florida 
February 27,2008 
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TECO ENERGY, INC.  

Consolidated Balance Sheets 

;“om, 

current assets 
Cash and cash equivalents 
Restricted cash 
Receivables, less allowance for uncollectibles of $3.3 and $4.6 at Dec. 31,2007 and Dec. 3 I, 2006, respectively 
Crude oil options receivable, net 
Inventories, at average cost 

Fuel 
Materials and supplies 

current regulatory a S m  

Current derivative asses 
Income fax receivables 
Prepaymolts and other current asset3 

Total currenl assets 
Properly, plant and equipment 

Utility plant in smite 
Electric 
Gas 

Constmction work in progress 
Other pmperty 
Pmpcrty, plant and equipment 
Accumulalcd depreciation 

Total property, plant and equipment. net 
otber assets 

Deferred income taxes 
Other investments 

Long-tm derivative assets 
Investment in unconsolidated affiliates 
Gwdwill 
Defcrred charges and other assets 

Long-term regulatory assas 

Total other a~sel l  
Total assets 

The accompanying nota6 are an integral pan of the consolidated financial ~tatrments 

4 

DlC 3,. 
ZW7 

$ 162.6 
7.4 

295.9 
78.5 

85.8 
68.2 
67.4 
0.3 
0.7 

23 0 
~ 

789.8 

5,275.2 
917.4 
364.8 
336.4 

6,893 E 
-6) 

4,888 2 - 
424 9 
22.9 

1 9  
275 5 

186 n 

59.4 

1,087.2 
16 6,765.2 

I 15.8 

- - 

D e  3,. 
2006 

6 441.6 
37.3 

334.9 
3.4 

85.0 
74.6 

255.7 
7.1 

18.8 
27.3 

~ 

1 ~ 8 5 . 7  - 

5,030 4 
877 7 
334 1 

7,084 I 

4,766 9 

841 9 

(2,317) 
- 

630.2 
8 0  

231 3 
0 1  

292 9 
59.4 
87 3 
2 - 
$ 7,361.8 - 
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TECO ENERGY, INC. 

Consolidated Balance Sheets iont inued 

,"',ti.?" 

current llabUltie8 
Long-term debt due within one year 

ReC0"ISe 
N"MeC0"ne 
Junior subordinated notes 

Notes payable 
ACCOW~~S payable 
Customer deposits 
Current regulatory liabilities 
Current denvative liabilities 
Interest accrued 
Tanesaccrued 
Other eumnt liabilites 

Total current liabilities 
Other llabillties 

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

Recourse 
NO"-reCO"rSe 
Total other liabilities 

Commitments and rontingcneies (see Note 12) 

C.piW 
Common equity (400.0 million shares authorized par value $1; 
210.9 million shares and 209.5 million shares outstanding a1 DE. 31,2001 and Dec. 31,2006, respectively) 
Additional paid in capital 

Accumulated other comprehensive loss 
Total capital 

Relained eamings 

Total liabilities and ~apital  

The accompanying notes are an integral pan of the consolidated financial statements. 

5 

$ 5.7 S 566.1 
I .4 I .3 

11.4 
25.0 48.0 

302.1 326.5 
138.1 129.5 
35.4 46.1 

- 

26 0 70 3 
32.1 50.5 
33 2 25 3 
18.0 ~ 14.2 

617.6 __ 1,350.4 

12.2 14.1 
582.1 555.3 

0.1 3.7 
377.2 496.1 

3,149.4 3,202.2 

4,130.6 __ 4,282.4 
9.0 - 10.4 

210.9 209.5 
1.489.2 1,466.3 

334.1 83.1 
(17.2) (30.5) 

2.017.0 __ 1,729.0 
P 6,765.2 - - 
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2807 - 
6 2.786.3 

749.8 
3.516.1 

2" 200s 

E 2.2Yl 8 
116.3 

3.0lU.I 

s 2.66" 1 

3.448 I 
78i.a 

854.; 
211.Y 

803.4 
22 I ., 
365.3 
294." 

450.2 

461.1 
2 m  7 

38Y.5 
2R04 

435.4 
206.4 

16.6 
183.1 

350.1 
2703 

412.5 
lYl .8 
49.3 
168.4 
zx2.2 

211.r 
15.6 

183.3 
zxz.2 263.7 

(221 21 
218.3 ,175 , 9 4 7  

3.2 
2.653 4 

356.7 

- 
171.6 
(74.21 

.. .. 
(20.7) 

3,OZY.Y 
418.2 

4.5 
1120 
13211 

2.7 
Y4.5 
12.51 

6R 5 
152 I 

58.9 

153.6 
___ 60 4 

151 6 

2591 
( 1 7 )  
J 

510 Y 
214.2 
316.7 

219.4 288 7 
2 1  

218.3 
101 < 

118.1 
174." 
6% 

244.4 

,i 

81.1 
i l l . 0  - 

"R 2 
24 1 

.. 
0.4 
1.9 

6 246.3 
207 9 

__ - 63 5 
6 274.5 

206.3 
208.2 

E 1.02 
E 1.w 
$ 031 

_= 

208 7 
$ I I "  
I I 1 1  
s n o 1  

E 00; 
$ I 9 8  

I 0775  - 
s 001 
E I 1Y 
I I 18 
I 070" 

~ - 

E 031 
$ ( 3 3  
I 1.31 
$ 0160  - 

The accompanying nates are an integral parI of the consolidated financial statements. 

6 
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TECO ENERGY, INC 

Consolidated Statements of Comprehensive Income 

,m,lltoml 
2007 - F o r l k r ~ w r  mdedDec. 31, 

Net inmmr 
Other eomorehensive income floss). net of U r  

$ 413.2 - 
Net unrealized losses on cash flaw hedges 
Amomz~t~on of unrecognized benefit costs 
Recognized benefit cosls due to emtdmmt 
Chmgc 10 benetit obligation due to a n n u l  remea~urcmenf 
0th- comprehensive income (loss), net of fax 

Comprehensive income 

(6 3) 
2 4  
8 7  
8 5  

13 3 
$ 4265 
- - 

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

1 

1086 

$ 246.3 

(0.3) 
~ 

- 
42.1 
42.4 

$ 288.7 - 
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TECO ENERGY, INC. 

Consolidsad Stltements of Cash Flown 

. 
Ne1 income 
Adjustments to reconcile nn income to net cash f" operating activities: 

Depreciation and amonilation 
Deferred income taxes 
lnvcstmenf fax credits, net 
Allowance for other funds "sed during constmetian 
Non~cash stock compenSation 
Gain on sales of business i  sets, pretax 
Equity in earnings of unconsolidated affiliates, net of cash disttibutions on earnings 
Minority interest 
No"-cash debt extinguishmemi exchange 
Asset impairment 
Detivative marked to market 
Deferred recovery clause 
Receivables, less allowance for uncollectibles 
Inventories 
Prepaymenls and other deposits 
Tares accrued 
Interest accrued 
Accounts payable 
Other 

Cash flows from operating activities 
Cash flows from investing activltiw 

Cqital expenditures 
Allowance for other Funds used dutinng ConSUUCtion 
Net proceeds f" sales of business / assets 
Restricted cash 
Distributions from unconsolidated afftliales 
Other investments 

Cash flows (used in) from investing activities 
Cash flows from financing ~etivlt ier 

Dividends 
Proceeds from sale of mmmm staek 
Proceeds from long-lrrm debt 
Repayment of long-term debt 
Contributions f" minority intaests 
Debt exchange premiums 
Exchange of equity units 
Net (decrease) increase in nhon-term debt 
other 

Cash flows (used in) from financing activities 
Net (decrease) increase in cash and cash equivalenls 
Cash and cash equivalents a1 beginning ofthe year 
Cash and ash equivalents at end of the year 

Cash paid during the year for: 
Supplementnl disclosure of  cash flow information 

Interest (net of amounts capitalized)'" 
lneome tares (refund) paid 

S 413.2 

263.7 
184.8 

(2.5) 
(4.5) 
11.6 

(246.1) 
(18.01 
(82.2) 

2.6 
- 

(82.7) 
123.7 
51.0 
(9.6) 
3.2 

26.6 
(17.8) 
(71.9) 

8.9 
554.0 

(494.4) 
4.5 

405.2 
29 9 
27.5 

( I  63.0) 

444.1 
(1,137.5) 

81.3 
(21.2) 

(23.0) 

14.0 

~ 

441.6 
$ 162.6 - 

16 246.3 

282.2 
112.5 

(2.6) 
(2.7) 
11.5 

(67.0) 
(3.4) 

(69.6) 
2 5  

2.0 
53.4 

(26.0) 

11.4 
(17.0) 

(5 .8 )  

56 7 
566.9 

(455.7) 
2 7  

1m.4 
0.3 
7.3 

( 6  7) 
(351.7) 

(158.7) 
12.5 

327.5 
(199.3) 

65.7 
~~ 

.- 
(167.0) 
- 

(119.3) 
95.9 

345.7 
16 441.6 - 

$ 274.5 

282.2 
110.8 

(2.7) 

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 

I 19.0 
12.6 

177.1 

(295.3) 

278.3 
47.6 

2.8 

34.3 

(157.7) 
16.2 

~ 

0.9 

311.9 
(494.1) 

83.1 
~ 

I 80.2 
1nn.n 

(2.0) 
37.6 

249.0 
96.7 

$ 345.7 
__E 

( I )  Included in interest paid during the year is interest paid on dobt obligation for discontinucd operations of $12.0 million for 2005. No interest was paid in 2007 or 
2006 for debt related to discontinued operations. 

The accompanying notes are an integrd part ofthe conmlidated financial statements 
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TECO ENERGY, INC. 

Consolidated Statements of Capltd 

(!"illiO,&., 

Balance, Dec. 31,2004 
Net income 
Other comprehensive loss, after tax 
Common stock issued 
Cash dividends declared 
Final settlement of equity security units 
Amonhtition of unearned compensation 
Tax benefits-stock options 
Performance shares 
Balance, Dee. 31.2005 
Net income 
Other comprehensive income, atter tax 
Common stock issued 
Cash dividends declared 
Stock compensation expense 
Adoplion FAS 123R 
Tax benefilSStoek options 

1 6  1 6  1 9 6  

6 9  6 9  173 3 
(157 7) 

2 4  

(7.3) (7.3) 

(157.7) 
(5.01 16.2 

. .  
180.2 

5.5 5.5 

-- (6 01 (60)  
-- 2082 16 2082 $ 1,5270 M) 16 (511) 16 (93 )  $ 1,591 7 

246 3 246.3 
42 4 42 4 

1 3  1 3  9 4  107  
(79 2 )  (79 5) (1587) 
11 5 I 1  5 
(9 3 )  9 3  - 

1 4  I 4  ... 
(2 I 3 )  (2 I .8) Adoption FAS 158 

Performance shares 

~~ 209.5 $ 209.5 $ 1,466.3 $ (30.5) $ - $ 1,729.0 Balance, Dec. 3 I ,  2006 

413.2 413.2 Net income 

13.3 13.3 Other comprehensive incame, after tax 

1 4 I .4 10.9 12.3 Common stock issued 
Cash dividends declared 

Stock compensation expense 11.6 11.6 
0.2 0.2 Implementation of F M  48 

0.4 - 0.4 Tax bmetits-stock options 

210.9 $ 210.9 $ 1,489.2 $ (17.2) $ - $ 2,017.0 Balance, Dea. 31, 2007 

( I )  

-- 5.5 - 5.5 

(163.0) ( I63 .O) 

-- -- 
TECO Energy had a maximum of400 million shares of 61 par value common stock authorized as of Dec. 31,2M7,2006 and 2005. 

The accompanying notes are an integral pan ofthe consolidated financial ~ta tement~  

9 
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TECO ENERGY, INC. 

Nates to Consalidstcd Financial Statements 

1. Significant Accounting Policies 

The significant accounting policies for both utility and diversified operations ~ T C  as follows: 

Principles of Consolidation 

The consolidated Rnancial statements includethe accounts ofTEC0 Energy, h a .  and its majorily-owed subsidiaries (TECO Energy or the company). All 
Significant inter-company balances and intersompan? nansactions 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 ownenhip or exercise control. 

Far entities that are determined to meet the definition of a variable interest entity (VIE), the company obtains information, where possible, to determine if i f  IS 
the primary bsneficiary ofthe VIE. If the company is determined to be the pnmary beneficiary, then the VlE is consolidated and a minority interest is recognized far 
any other third-pa* interests. If the company is not the primary beneficiary, then the VIE is accounted far using the equity or cost method ofaccounting. In certain 
 circumstance^ this can result in the company consolidating entities in which it has less than a 50% equity investment and deconsolidating entities in which it has a 
majlonty equity i m n n t .  

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 a s s n ~  have been divested. Any residual  result^ for 2006 and 2007 are included in 
“Other and eliminations”. 

Cash Equivalents 

Cash equivalents are highly liquid, high~quality investments purchased with an original maturity ofthree months or less. The cmqing amount ofcash 
equivalents approximated fair market value because of the short mahlrity of these i n m u ” .  

Restricted Cash 

Restricted cash at Dec. 3 I, 2007 includes $7.1 million ofcash held in escrow related to the 2003 sale of Hardee Power Partners (HPP). The $7.1 million will be 
released from escrow in 2012. upon maturity OfdEht financing currently held by the purchaser of HPP. Restricted cash also included other unrelated amounts totaling 
approximately $0.3 million atDec. 31,2007. 

Restricted cash at Dec. 31, 2006 included $30.0 million of cash held in  escrow related to the 2003 sale of E C O  Coal Corporation’s ( T K O  Coal) indirectly 
o w e d  synthetic fuel production facilities, the $7.1 million related to HPP discussed above, and other unrelated amounts totaling approximately $0.2 million. The $30.0 
million ofcash from the synthetic fuel facility sale was retained in escrow la suppon the company’s obligation under the sale agreement until the expiration ofthat 
apcemenf or TECO Energy achieved investment-grade credit ratings. The funds were released in December 2007 upon the attainment of the required credit ratings. 

10 
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cos t  Capit.lizstlon 

Deb1 issuonce cosrs-The company capitalizes the extemal costs of obtaining debt financing and includes them in "Deferred charges and other asset~''on TECO 
Energy's Consolidated Balance Sheet and a m ~ r t i z e ~  such costs over the life ofthe related debt on a straight-line basis that approximates the etTective interest method. 
These amounts are reflected in %teres1 expense" on TECO Energy's Consolidated Statements of Income. 

AS discussed in Nole 7, in December 2007, TECO Energy completed a debt exchange offer where $899.3 million principal amount of outstanding TECO Energy 
notes w e ~ e  exchanged far TECO Finance notes with substantially the same tenns. Fees paid to the note holders in Connection with these transactions of1621.2 million 
were capitalized and will be amonized over the lives ofthe related T K O  Finance notes. The payment ofthese fees is reflected as "Debt exchange premiums" in the 
Financing section ofthe Consolidaled Statement of Cash Flows for the year ended Doc. 3 I, 2007. 

Copiralired into'esl eq" ln t e re s t  costs for thc construction of nom-utility facilities are capitalized and depreciated over the service lives of the related 
property. T K O  Energy capitalized $0. I million of interest costs in 2005. No interest ~ 0 ~ 1 s  were capitalized in 2007 or 2006. 

Planned Major Maintenance 

TECO Energy accounts for planned maintenance projects by expensing the costs as incurred. Planned major maintenance projects that do not increase the overall 
life OT value ofthe related assets are expensed. When the major maintenance materially increases the life or value ofthe underlying asset, the cost i s  capitalized. While 
normal maintenance outages covering various components of the plants generally occur on at leasf a yearly basis, major overhauls ~ c c u r  less frequently. 

Tampa Electric and Peoples Gas System (PGS) expense major mainfenance costs as incurred. For Tampa Electric and PGS, concurrent with a planned major 
maintenance outage, the cost of adding or replacing retirement units-of-property is capitalized in conformity with Florida Public Service Commission (FPSC) and 
Federal Energy Regulatory Commission (FFXC) regulations. 

The San Jose and Alborada plants in Guatemala each have a long-term power purchase agreement (PPA) with EEGSA. A major maintenance revenue recovery 
component is explicit in the capacity payment ponion of the PPA for each plant. Accordingly, a portion ofeach monthly fixed capacity payment is d e f e n d  to recognize 
the ponion that reflects recovery offuture planned major maintenance emenses. Actual maintenance costs are exaensed when incurred with a like amount ofdeferred 
recovery revenue recognized at the Same time. 

Depreciation 

TECO Energy subsidiaries compute depreciation primarily by the straight-line method at annual rates that amonize the original cost, less net salvage value, of 
depreciable pmpeny over ill sstimaled service life. TECO Coal subsidiaries depreciate Certain mining assets by the units ofpmduction method that assigns a rate per 
unit produced by dividing the original E O S I  over the estimated amount ofunits. 

Total depreciation expense for the years ended Dec. 31,2007, 2006, and ZOOS was $254.0 million, $270.3 million and $267.6 million. respectively. There were 
no plwt acquisition adjustments in 2007 01 2006, however acquisition adjustments of $10.0 million occurred in 2005. The provision for total regulated utility plant in 
service, expressed as a percentage of the original cost ofdcpreciable propeny, was 3.1% for 2007, 3.9% for 2006, and 4.0% for 2005. 

Allowanre for Funds Used During Construetion (AFUDC) 

AFUDC is a non-cash credit to income with a corresponding charge to utility plant which represents the cost ofborrowed funds and B reasonable retum on other 
funds used for ~ ~ n s t r u ~ f i o n .  AFUDC is recorded in years when the capital expenditures on eligible projects exceed approximately $36 million. The base on which 
AFUDC is calculated excludes construction work-in-progress which has been included in rate base. The rate used to calculate AFUDC is revised periodically to reflect 
significant changes in Tampa Electric's EOSI ofcapital. The rate was 7.79% for 2001 and 2006. No projects qualified for AFUDC in 2005 while total AFUDC for 2007 
and 2006 was $6.2 million and 13.U million, respectively. 

I I  
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Other  Investments 

As of Dec. 31,2007, the company had a total of $I 5.0 million invested in IWO auction rate securities, including a $5.0 million security maturing on Iun. 15.2032 
and a $10.0 million secuity maNring on lun. I, 2041. These securities eam an interest rate set in an auction every 28 days. Both the caving 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 matunties of these securities are considered long-term, the company has the opponunily 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. I IS, Accounl in~ for Cerrain Invmesmmrs in Dehi 
ond €pi9 Srcuritier. 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 ofthese securities has no1 fluctuated, and awordingly, no adjustments to fair value have been recorded. 

Inventory 

TECO Energy subsidiaries value materials, supplier and fossil fuel inventory using a weighted-average cost method. These materials, supplies and oil and gas 
inventories are carried at the lower ofweighted-average EOSI or market, unless evidence indicates that the weighted-average cost (even if in excess ofmarket) will be 
recovered with a normal profit upon d e  in the ordinary course ofbusiness. 

Investments in Uneonmlidated ANilintei 

Investments in unconsolidated affiliates are accounted for using the equity method of accounting. The percentage ownership interests for each investment a1 Dec. 
31,2007 and 2006 are presented in the following able:  

TECO Energy's Percent Ownership In Unconsolidated ANilhtes '.' 

lkc 3,. 

TECO Transport 

TECO Guatemah 
Ocean Dry Bulk, L L C '  

Distribucim Electnca CentroAmericana 11, S A  (DECA I O  
Cenval Generadon Eleetrica San I d ,  Limitada (San lose or CGES)  
Tampa Centm Americana de Elecmcidad, Limitada (Alborada or TCAE) 

Liteslream Technologies, L L P  
Walden Woods Businas Cmter, Ltd. 
TECO Funding Company I, L L C  
TECO Funding Company 11, LLC'" 

Other  

2006 - 2007 

~ 50% 

30% 30% 
100% 100% 
96% 96% 

36% 
50% 50% 

100% 

- 100% 

~ 

~ 

TECO Transport was sold to an unafiliated third party effective Dec. 4, 2007. 
In 2004, the s s e t s  of Lifestream Technologies, LLC were sold in bankruptcy. The company indirectly o w e d  a 36% interest in Lilestream Technologies, LLC as 
of Dee. 3 I, 2W6. In 2007, the final disbursement to creditors was made. 
On Ds. 20,2005, all outsfanding subordinated notes held by TECO Funding Company I, LLC were redeemed and the LLC was subsequently dissolved. On Jan. 
16,2007, all outstanding subordinated notes held by TECO Funding Company 11, LLC matured. 
TECO Energy, Inc. received $63.2 million, $56.6 million and $27.0 million during the years ended Dec. 3112W7,2Wb and 2005, resppectively, as dividends 
from unconsolidated affiliates. 
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Regulataly Assets and Liabilities 

Tampa Electnc and PGS are subject to the provisions of SFAS No. 71, Accounlin~fir  the Eflk ts  o/Cerlairr 5 p m  o/Regular;on (FAS 71) (see Note 3 for 
add~tional details). 

Deferred Income Taxes 

TECO Energy UEBS the assn and liability method to detcrmine deferred income taxes. Under the asset and liability melhod, the company estimates its current tar 
exposure and ~ S S ~ S S ~ S  the temporary differences resulting from differences in the treatment of Items, such as depreciation, for financial Statement and tax purposes. 
These differences are reponed as deferred faxes, measured at carrent rates, in the consolidated financial statemem Management reviews all reasonably available 
current and historical information, including foward-looking information, to determine if it i s  more likely than not that some or all ofthe defened tax assef will not be 
realized. If management dnemines  that it is likely that some or all of a defened tax asset will not be realized. then a valuation allowance i s  rccorded to report the 
balance at the amount expected to be realized. 

Investment Tax Credits 

lnveStment tar credits have been recorded as defened credits and are being amortized as reductions to income tax expense over the service lives ofthe related 

property. 

Revenue Recognition 

TECO Energy recognizes revenues consistent with the Securities and Exchange Cammission's (SEC) Staff Accounting Bulletin (SAR) 104, Rwmuc  
Rrcognirion in Financial Slorrmenls . Except as discussed below, TECO Energy and its subsidiaries recognize revenues on a gross basis when eamed for the physical 
delivery of products or services and the nsks and rewards ofowerrh ip  have transfemd 10 the buyer. Revenues for any financial or hedge transactions that do not result 
in physical delivery are repartsd on a net basis. 

The regulated utililies' (Tampa Electric and PGS) retail businesses and the prices charged to customers are regulated by the FPSC. Tampa Electric's wholesale 
business is regulated by FERC. See Note 3 for B discussion of significant regulatory matters and the applicability of FAS 71 to the company. 

Revenues for TECO Coal shipments via rail are recognized when litle and risk of loss transfer 10 the customer when the railcar i s  loaded. For coal shipments via 
ocean vasel, revenue i s  recognized under international shipping slandards as defined by Incotems 2000 when title and risk of loss transfer to the customer. 

Revenues for cenain transponation services at TECO Transport were recognized using the percentage of completion method, which included estimates of the 
distance traveled andor the time elapsed, compared to lhe total estimated contract. 

Revenues for energy marketing operations at TECO Gar Services are presented on a net basis in accordance wilh Emerging Issues Task Force No. (EITF) 99-19, 
Reporiing Revenue Giorr 0.5 a Priwipol versus Ne1 (IS on Agenl , and EITF 02-3, Recqliilioii ond Reponing o /Co im mid Losses on E H " ~ ~ B ,  Troding Confrocl3 Under 
Issues No. 98-10 orrd iJ0-17, to reflect the nature ofthe contractual relationships with customers and suppliers As a result, costs netted againsl  revenue^ for the years 
ended Dec. 31,2007.2006 and 2005 were $2.1 million, $0.8 million and $3.8 million, respeclively. 

Shipping and Handling 

TECO Coal includes lhc costs 10 ship product to customers in "Operation olher expense-Mining related E O S ~ S "  on the Consolidated Statements of hcome for 
the periods ended Dei'. 3 I .  2007,2006 and 2005. 
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Derivatives and Hedging Activities 

The company classifies cash inflows and ~ u t f l o w ~  related to derivative and hedging instruments in the approptiatc cash flow ~ections assaciated with the item 
being hedged. In the case ofheating oil swaps that are used to mitigate the tluctuations in the price o fd iae l  fuel, the cash inflows and outflows arc included in the 
uperations section. Sntlements for crude oil options that protect the cash flows related to tho sales of investor interests in the synthetic fuel production facilities arc 
included in the investing section. 

Other Income and Minority Interest 

TECO Energy eamed a significant ponion ofits income indirectly through the synthetic fuel operations at TECO Coal. At the end of2007.2006 and 2005, 
TECO Coal had sold omerrhip interests in the synthetic fuel facilities 10 unrelated third~pany invesfors equal to 98%. These l n v e s l ~ r ~  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 tax credit, which was subjcct to potential limitation based on the price ofdomestic crude oil. These payments are recorded in "Other income" in the Consolidated 
Statements of Income. The pmgmm that provided federal income tan credits for the production ofsynthetic fuel expired Dee. 3 I ,  2007. 

Additionally, the outside investom made payments towards the cost of producing Synthetic fuel. These payments are reflected as a benefit under "Minority 
~nterest" in TECO Energy's Consolidated Sutements of hcome and these benefits comprise the majority ofthat line item. 

For the year ended Dee. 3 I .  2007, "Other income" reflected a phase~out of approximately 67%, or $140.2 million, ofthc benefit ofthe underlying value afany 
2007 tax credits based on an estimate ofthe average annual price ofdomestic crude oil during 2007. Should the final actual average annual pece of domestic crude 011 
he different than this estimate, the cash payments and the henetits recognized in "Other income" and "Minority interest" will be adjusted, either positively or negatively, 
in  the first quarter of 2008. A phase-out ofapproximatcly 35%, or $61 .I million afler-tax, was recognized in 2006 and no phase-out ofthe benefit was recognized in 
2005. 

To protect the cash proceeds derived from the sale of ownership interests, TECO Energy had in place crude oil options to hedge against the risk of high oil prices 
reducing the value afthe fax credits related to the production of synthetic fuel. These instruments were marked-to-market with fair value gains and losses recognized in 
"Other income" on the Consolidated Statements of Income. For the years ended Dec. 3 I ,  2007,2006 and ZOOS, the company recognized gains on marked-to-market 
detivatives of $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 volume of barrels hedged, which was 2.8 million barrels in 2006 compered to 25. I million barrels in 2007. 

Revenues and Cast Recovery 

Revenues include amounts resulting from cost recovery clauses which provide for monthly billing charges to reflect increases or decreases in fuel, purchased 
power, conservation and environmental costs for Tampa Eleclric and purchased gas. interstate pipeline capacity and consewation COLS for PGS. These adjustment 
facton are based on costs incurred and projected for B specific recovery period. Any over- or under-recovely OfCOSts plus an interest factor are taken into account m the 
process of setting adjustment facton for subsequent recavqi periods. Over-recoveries of costs are recorded as deferred credits, and under~recorenes of costs are 
recorded as deferred charges. 

Certain other EOSIS incurred by the regulated utilities are allowed to be recovered from customers through prices approved in the regulatory process. These costs 
are recognized as the as~ociated  revenue^ are billed. The regulated utilities accrue bane 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, unbilied revenues of$46.6 million and $47.8 million, respectively, are included in the 
"Receivables" line item on TECO Energy's Consolidated Balance Sheets. 

Tampa Electric purchases power m, a q n l m  basis primarily 10 meel the needs of its retail customers. Tampa Electric purchased power from non-TECO Energy 
affiliates at a cost of $271.9 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 h i s lo rd ly  been recovered through an FPSC-approved cost recovely clause. 

Areounting far Excise Taxes, Franchise Fees and Gross 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 specifically recovered thmugh revenues Excise taxes paid by the regulated utilities are not material and are expensed 
when incurred 

The regulated utilitie~ are allowed to recover certain ~ ( 1 s t ~  incurred from cu~tomer~ thmugh prices approved by the FPSC. The amounts included in cushlme~s' 
bills far franchise fees and gross receipt faxes are included as revenues on the Consolidated Statements of Income. These  amount^ totaled $ I  11.2 million, $104.2 
million and $X7.2 million far the yean ended Dec. 3 I ,  2007,2006 and 2005, respectively. Franchise fees and gross receipt faxes payable by the regulated utilities are 
included as an expense on the Consolidated Statements of Income in "Taxes, other than mcomc". For the years ended Dec. 3 I ,  2007,2006 and 2005, these lofaled 
$1 10.9 million, $104.0 million and $87.0 million, respectively. 

Asset Impairments 

T K O  Energy and i ts subsidiaties apply the provisions of FAS No. 144, Accounting/&- llie Impi rnwr t  or Ditporal of Lung~LivedAsrerr (FAS 144). FAS 144 
addrerscs accounting and reponing for the impairment or disposal of long-lived ~sssts, including the disposal of a component o f a  business. 

In accordance with FAS 144, the company assesses whether there has been an impairment of its iong4ved assets and certain infangibles held and used by the 
company when such impairment indicaton exist. Indicators of impairment existed for certain asset gmups, triggering B requirement to ascertain the recoverability of 
these assets using undiscounled cash flows. See Note 18 for specific dEtails regarding the results ofthese assessments. 

Deferred Charges and  Other Assets 

Deferred charges and other assets con~ist  primarily ofmining development E O S ~ S  amanired on a per ton basis and offering costs associated with variou~ debt 
offerings that are being amonimd over the related obligation period as an increase in interest expense. 

Dekrred Credits and Other Liabilities 

Other deferred credits primarily include the accrued post-retirement and pmsion liabilities, and medical and general liability claims incurred but not reponed. 
The company and its subsidiaries' have a self-insurance pmgram supplemented by excess insurance coverage for the cost of claims whose ultimate value exceeds the 
company's retention amounts. The company estimates its liabilities for auto, general, marine protection & indemnity, and worken' compensation using discount rates 
mandated by statute or otherwise deemed appropriate for the circumstances. Discount rates used in estimating lhesc liabilities at both k c .  31,2007 and 2006 ranged 
fmm 4.00% 104.75%. 

I 5  

504 



TAMPA ELECTRIC COMPANY 
DOCKET NO. 080317-El 
SCHEDULE NO. F-2 
PAGE 276 OF 506 

Table of Contents 

Stock-based Compensation 

Effective Jan. I .  2006, TECO Energy ~ C C O U ~ I S  for its stock-bared compm~ation in accordance with FAS No. I23 (revised 2004). Share-Boxd Pqmcnr (FAS 
123R). Under the provisions of FAS 123R, share-based compcnsation cost is measured at the grant date. based on the calculated fair value ofthe award, and i s  
recognized as an expensc over the employee's or director's requisite service period (generally the vesting period of the equity pant).  Prior to this, the company 
accounted for its share-based payments under Accounting Principles Board (APB) Opinion No. 25, Accounting/orSIock Issued IO Employerr and its related 
interpretations and the disclosure requirements of FAS 123, a ~ o " ~ I i n b . J ~ ~ S I " ~ k ~ B ~ ~ ~ d  Compmsarion , as amended by FAS 148, Accowfinz for Stock-Based 
Comp=".~ofion-Tronsifion andDisclosure . The company elected to adopt the modified-piospective transition method as provided under FAS 123R and, accordingly. 
results for prior p&ds have not been mtaled. See Note 9 ,  Common Stock, for more information on share-based payments. 

Restrictions an Dividend Payments and Transfer of Asset8 

Dividends on TECO Energy's common stock are declared and paid at the discretion of its Board of Direclors. The primary sources of funds to pay dividends on 
TECO Energy's common Stwk are dividends and other distributions from its Operating companies. TECO Energy's credit facilily contains a covenant that could limit 
the payment of dividends exceeding a calculated amount (initially $SO million) in any quarler under certain cimumslances. Cetmin long-term debt at PCS contains 
restrictions that limit the payment of dividends and distributions on the common stock of Tampa Electric Company. 

In addition, TECO Diversified, Inc., a wholly-owned subsidiary of TECO Energy and the holding company far T K O  Coal, has a guarantee related 10 a coal 
supply agreement that limits lhe payment ofdividends to ils common shareholder, TECO Energy, but does not limit loans or advancs.  See Notes 6,7 and 12 for 
additional information on significant financial cov~nants. 

Foreign Operations 

The functional currency of the company's fore@ invesfments is primarily the US. dollar. Transactions in the local currency are rc~measured 10 the U.S. dollar 
for financial reporling purposes. The aggregate re-measurement gains or losses included in net income in 2007, 2006 and 2005 were not material. The foreign 
investments are generally protected hom any significant cunency gains or loses by the l m s  ofthe power sales agreements and other related conlract~, in which 
payments are defined in U.S. dollan 

2. New Accounting Pronaunrements 

Nonrontrolling Interests in Consolidated Financial Statements 

In December 2007, the FASB issued SFAS No. 160, Noncontrolli,tb. Inrerests in Cmsdidafed  Finoncia1 Slalonmtr (FAS 160). FAS 160 was issued to impmve 
the relevance, comparability and transparency ofthe financial information provided by requirhg: ownership interests be presented in lhe canwhdated statement of 
tinancia1 position separate from parent equity: the amount ofnet income attributable to the pucnt and the noncontrolling interest he identified and presented an the face 
of the consolidated ~tatemeni of income; changes in the parent's ownership interest be accounted for consistently; when deconsolidating, that any retained equity 
interest be measured al fair value; and that sufficient disclosures identifi and distinguish between the interests ofthe parent and noncontrolling owen.  The guidance in 
FAS I60 is effective for fiscal yean beginning on or afler Dec. IS,  2008. The company i s  currenlly assessing the imnael of FAS 160. but does not believe it will be 
material to its m u l t s  ofoperatiom, statement afposition or cash flows. 

Busimpss CombinMhns (Revised) 

In December 2007, the FASB issued SFAS No. 141R, Bu~ines.7 Comhimfions (FAS 141R). FAS 141R was issued to improve the relevance, representational 
faithfulness, and comparability of information disclosed in 

16 

505 



TAMPA ELECTRIC COMPANY 
DOCKET NO. 080317-El 
SCHEDULE NO. F-2 
PAGE 277 OF 506 

Table of Contents 

financial  statement^ about business combinations. The Statement establishes principles and requirements for how the acquirei: I )  recognizes and mea~ures the assets 
acquired. liabilities assumed and any noncontmlling interest in the acquiree; 2) recognizes and measures the goodwill acquired; and 3) determines what information to 
disclose for users of financial statemais to evaluale the effects ofthe business combination. The guidance in FAS 141R is effective prospectively for any businas 

for which the acquisition date IS on or afler the beginning ofthe first annual reporting period beginning on or after 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. 

Omening Amounts Related 10 Certain Contracts 

In April2007, the FASB issued FASB Staff Position (FSP) FIN 39-1. This FSP amends FASB Interpretation No. 39, Oflieaioz o/Anmunrs Relaredm Cerluin 
Conirocrr by allowing an entity to offset fair value amounts recopired for the right to reclaim cash collateral (a receivable) or the obligation IO retum cash eoliateral (a 
payable) against fair value amounts recognized for derivative  instrument^ executed with the same counterpafly under a mastcr mning arrangement. The guidance in this 
FSP is effective for fiscal years beginning after No". IS, 2007. The Company adopted this FSP effective Jan. I, 200R without any effect on its result\ of operations, 
statemenl ofposition or cash flows. 

Fair Vniue Option For Financial Assets and Financial Liabilities 

In February 2007, the FASB issued SFAS No. 159, The Fair Value Oprion/orFinonciai Assef.~ and Financiol Liobilifirr~.hcludi,ig on anwndnrent o/ FASB 
Shliemeni No. 115 (FAS 159). FAS I59 permits entities to choose to measure many financial instruments and certain other items a1 fair value that are not currently 
required to be measured at fair value. The objective of FAS I59  is to provide opportunities to mitigate volatility in reponed eaniings caused by measuring related assets 
and liabilities differentiy without having to apply hedge accounting provisions. FAS I59 is effective for fiscal years beginning lfler No". IS, 2001. The company 
adopted FAS I59 effective Jan. I, 200K. but did not elect to measure any financial instruments at fair value. Accordingly, i ts adoption did not have any effect on its 
results of operations, statement ofposition or cash flows. 

Fair Value Me~s~rementS 

In September 2006, the FASB issued FAS No. 151, Fair Valur. Measuremmts (FAS 151). FAS 157 definer fair value, ertablishes a framework for messuring 
fair value under generally accepted accounting principles, and expands disclosures about fair value measurement\. FAS I57 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 00 the aSSumptionS that market 
participants would use in pricing the ass* or liability. FAS i 57 applies under other accounting  pronouncement^ that require or permi1 fair value measwementr. 

FAS 157, among other things, requires the company to maximize the use of observable inputs and minimiz the use ofunobservable 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 sourccs, while unobservable input6 rcflecl the company's market assumptions. FAS 157 defines the following fair value 
hierarchy, based on t h a e  two types of inputs: 

Lwel I+uoted prices for identical instruments in active markets. 

Level 2 4 u o l e d  prices far similar instruments in active markets; quoted prices for identical or similar insmments in markets that are not active; and 
model derved valuations in which all significant inputs and significant value driven are observable in active markets. 

Level )-Model derived valuationi 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 aflerNor. I S ,  2007. In November of 2007, the FASB granted a one year defeml for non-financial assets and 
liabilities. As a rcsult, the company adopted FAS 157 effective Ian. I, 2008 for financial assets and liabilities. Financial assets and liabilities ofthe company measured 
at fair value include derivatives and certain investments, for which fair values are pmnarily based on observable inputs. 

During 2008, the company will continue to evaluate FAS 157 far the remaining "on-financial assets and liabilities to be included effective Jan. I, 2009. The 
company does not believe the impact of adoption for the remaining non-financial assets and liabilities will be material to its results afoperations, statement ofparition 
or cash flows. 

3. Regulntary 

As discussed in Note 1, Tampa Electric's and PGS's retail businessces are regulated by the FPSC. Tampa Electnc IS subject to regulation by the Federal Energy 
Regulatory Commission ("FERC") under the Public Utility Holding Company Act of2005 ("PUHCA 2005'7, which replaced the Public Utility Holding Company Act 
of 1935 which was repealed. However, pursuant 10 a waiver ganted in accordance with FERC's regulations, TECO Energy is not subject to certain ofthe accounting, 
record-keeping, and reporting requirements prercribed by FERC's regulations under PUHCA 2005. 

Bare RBte-Tampi Eleclrir 

Tampa Electtie's rates and allowed mum on equity (ROE) range of 10.75% to 12.75% with a midpoint of 11.75% are in effect until such time as changes are 
occasioned by an agreement approved by the FPSC or 0th- FPSC actions resulting from rate or other proceedings initiated by Tampa Electric, FPSC staff or other 
interested parties. Tampa Electric's base rates were last set in a 1992 proceeding. 

Cost Recovery-Tampa El"I 

In September 2007, Tampa Electric filed with the FPSC for approval of fuel and purchased power, capacity, environmental and conservation cost recovery rates 
for the period January 2008 through December 2008. In November 2007, the FPSC approved Tampa Electric's requested changes. The rates include the impacts o f  
natural gas and coal prices expected in 2008, the refund ofthe overestimated 2007 fuel and purchased power expenses, the col l&~n ofpreviously unrecovered 2006 
fuel and purchased power expenses, the proceeds from the actual and projected sale of excess sulfur dioxide (SO, ) emissions allowances in 2007 and 2W8 and the 
operating cost for and a mum on the capital invested on the selective catalytic reduction (SCR) projects to enter sewice on Big Bend Units 3 and 4 as well as the 
operaling and maintenance (O&M) costs associated with the Big Bend Units I and 2 pre-SCR projecls, which are required by the Envimnmental Pmteclion Agency 
(EPA) Consent Decree and Florida Depanmenl of Environmental Protection (FDEP) Consent Final Judgment. In addition, the m t e ~  reflect the FPSC's September 2004 
decision to reduce the annual cos1 recovery z " n t  for water transportation services for coal and petroleum coke provided under Tampa Electric's c o n m ~ t  with TECO 
Tranrpon described below. As pan ofthe regulatory prmcss, it is reasonably likely that third parties may intervene on similar matters in the future. The company is 
unable Io predict the liming, nature or impact of such future actions. 

Base RBIesPGS 

PCS' rates and allowed ROE range of 10.25% to 12.25% with a midpoint of I 1.25% are in effect until such time as changes are occasioned by an agreement 
appmved by the FPSC or other FPSC actions resulting from rate or other proceedings initiated by PGS, FPSC staff or other interested parties. PGS' cumen1 base fates 
have been in effect since 2003. 
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cos t  ReCoverY-PGS 

In September 2007, PGS filed its annual request with the FVSC to change its Purchased Gas Adjustment (PGA) cap factor for 2008. The PGA rate can vary 
monthly due to changes in acNsl fuel costs but is not expected to exceed the FPSC approved annual cap. In November 2007, the FPSC approved the cap factor under 
PGS' PGA for the period January 2008 through December 2008. 

SO, Emission Allowsners 

The Clean Air Act Amendments of 1990 established SO,  allowance^ to manage the achievement of SO, emissions requirements. The legislation a150 established 
a market-based SOI allowance trading component. 

An allowance authorizes a utility to emit one ton of SO, during a given year. The EPA allocates allowances to utiliues based on mandated emissions reducrions. 
At the end o f ~ a c h  year, a utility m u ~ t  hold an amount of allowances at least equal to its annual emissions. Allowance$ arc fully marketable and, once allocated, may be 
bought, sold, traded or banked for use currently or in future years. In addition, the EPA withholds a small percentage of the annual SO? allowances it allocates La 
utilitie~ for auction sales. Any resulting auction pmceeds are then fowarded to the respective utilities.  allowance^ may not be used for compliance pnor 10 the calendar 
year for which they are allocated. Tampa Electric amounts for these using an inventory model with a zero baSiS far those allowances allocated to the company. Tampa 
Electnc recognizes a gain at the time of ~ a k ,  approximately 95% ofwhich accrues to xuil ~ u r t ~ m e r ~  through the environmental cos1 recovery clause. 

Over the yean, Tampa Electric has acquired allowances through EPA allocations. Also, over time, Tampa Electric has sold unneeded a l lowan~e~  based on 
compliance and allowances available. The SO, allowances unneeded and sold resulted from lower emissions at Tampa Electric brought about by environmental actions 
taken by the company under the Clean Air Act. 

For the year cnded Dec. 31.2007, Tampa Electric sold approximarely 168,000 allowances, resulting in proceeds of $91 .I million, the majority of which is 
irtslullrd as a cos1 recovery clause regulatory Liability. In the yean ended Dec. 31,2006 and 2005, approximarely 44,500 and 100,W allowances were sold for $45.0 
million and $79.7 million in proceeds, respectively. 

Other Items 

S m m  Damaxe Cost Recoveg 

Tampa Electnc accme~ $4 million annually to fund a FERC-authorized. self-insured stom damage reserve. This reserve was created aficr Florida's investor 
a w e d  ufilitie~ (IOUs) were unable 10 obtain transmission and distribution insurance coverage due lo destlvctive acts of nature. 

The FPSC approved Tampa Electric lo r edmi ry  approximately $39 million of2004 hurricane restoration cosls as plant in service (rate base). With this 
adjustment and the normal $4 million annual Storm accrual, Tampa Electric's storm reserve was $20.0 and $1  6.0 million as of Dec. 31, 2007 and 2006, respectively. 

Cool Tnmsporlofion Corrrracr 

In September 2004, the FVSC voted to dislllow a portion ofthe costs that Tampa Electric can recover from its customers for water transportation Eervices under 
a five year transponation agxement ending Dec. 3 I ,  2008. The amounts disallowed, and excluded fmm Ihe recovery under the fuel adjustment clause, were $15.1 
million, $15.3 million and $14.1 million for tbc years ended Dec. 3 I ,  2007,2006 and 2005, responively. 
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Regulatory ASIIIS and Lhbllltien 

Tampa Electric and PGS maintain their accounts in accordance with recognized policies ofthe FPSC. In addition, Tampa Electric maintains its accounts in 
accordance with recognized policies prescribed or permitted by the Federal Energy Regulatory Commission (FERC). 

Tampa Electric and PGS apply the accounting lreatment permitted by FAS 71. Areas of applicability include: d e f m l  ofrevenues and expenses under approved 
regulatory agreements: revenue recognition resulting f" cost recovery clauses that provide for monthly billing charges to reflect increases or decreases in fuel, 
purchased power, c~nsewal i~n  and environmental costs: and the deferral of costs as regulatory asses lo the period thCt the regulatory agency recognizes lhem when 
cost recovery i s  ordered over B period longer lhan a fiscal year. Details of the regulatory a ~ s e t s  and liabilities as of Dec. 3 I, 2007 and 2006 are orrsentcd in the 
following table: 

Regulstory Assee and Liabilities 

Other: 
COS1 recovery Clauses 
Post-retirement benefit asel 
Deferred band refinancing costs'" 

Environmental remediation 
Competitive rate adjustment 
Other 

Total other regulatory u w s  

Total regulatory asses 
Less: current ponion 
Lang-term regulatory assets 
Regulatory liabilities: 

Regulatory tar liability', 
Other: 

Deferred allowance auction credits 

Environmental remediation 
Transmission and delivery storm reserve 
Deferred s i n  on property sales''' 

Accumulated reserve-cost of removal 
Other 

cost recovery clauses 

Total other regulatory liabilities 
Told regulatory liabilities 

Long-t~rm regulatory liabilitis 

Related 10 plant life and derivative posilions. 
Amortized over the term of the related debt inntmment. 
Amonired over a S~year period with vatiou~ ending dates. 

Less: current portion 

(I)  
(2) 
(3) 

Der. , I ,  
2007 

$ 62.5 

47.2 
97.5 
25.5 
11.4 
5.4 
4.1 

191.7 
254.2 

67.4 

- 
~ 

__ 
186.8 - 

$ 18.8 

0.1 

11.4 
20.3 

4.1 
543.5 

0.4 
599.3 
618.1 

35.4 
$ 582.7 

18.9 

~ 

~ - 

Dir.  31, 
1006 - 

F 49.5 

239.2 
148.9 
26.7 
12.3 

5.5 
4.9 

437.5 
487.0 
255.7 

$ 231.3 

$ 20.6 

- 
~ 

~ 

- 

0.8 
28.9 
12.3 
16.3 
6.8 

516.1 
0.2 

581.4 
602.0 

46.7 
S 555.3 

- 

__ 
- 
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All regulatory assets are being recovered through the regulatory process. The following table funher details our regulatory assets and the related recovery 
pmiods: 

~egdatary  assets 

2007 1006 - -  ,,"j,,tO",, DCC. 3,. 

Clause recoverabll'' S 52.6 $ 244.7 

101.7 152.6 Earning B rate of return'" 

62.5 49.5 Regulatory a x  usem'' 

37.4 40.2 Capital S ~ N C ~ U X  and othd" 

Total $ 254.2 $ 487.0 

To be recovered through cost recovery clau~es approved by the FPSC on B dollar for dollar basis in the next year. The decrease between years is principally due 
to the recovery of preeviaunly unraovered fuel costs. 

Primarily reflects allowed working capital, which is included in rate base and eams an 8.2% rate of return as permitted by the FPSC. 
"Regulatory tax assets'' and "Capital stmctu~e and other" 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 amortized over the life of the related debt inSfNtWntS. See footnotes 1 
and 2 in the prior table for additional information. 

- _ _  
- 3 _  

(I) 

(2) 
( 3 )  
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4. I ~ C O ~ E T I X E X ~ D D S ~  

lncomc tax expense C O ~ S ~ S ~ S  of the following components 

Income Tar Expense (Benefit) 

,m,,,toa, F d B M ,  FOWX" St*,* 

mn 
TOZd - 

Continuing operati""S 
Current payable 
Deferred 
Amonization of investment tax credits 
lncome tax expense from continuing operations 

Deferre& 
Income tax benefit from discontinued operations 

Discontinued operalions 

Total income !Ax expense 
2006 
Continuing operations 

Current payable 
Deferred 
Amonilation of investment tax credits 
Income tax expense fmm continuing operations 

Deferred 
Income tax expense (benefit) h-om discontinued werations 

DiscDntioued operations 

Total income tax expense 
2005 
Continuing operations 

Current payable 
Deferred 
Amanilafim Of investment ta* credits 
Income tan expense from continuing operations 

Deferred 
Income tax expense (benefit) from discontinued operations 

Discontinued operations 

Total income tan expense 

16 2.8 S 0.7 $ 14.1 16 17.6 
178.6 20.5 199.1 

214.2 178.9 0.7 34.6 ~ 

~ 

- - -...&s) (2.5) 

(14.3) ~ - S) 
(14.3) __ - >) 
16 164.6 $ 0.7 s 34.6 

s !.a $ 2.8 $ 5.4 s 9.2 
87.2 0.2 24.7 112.1 

85.6 3 .0 30.1 - 118.7 

8.5 ~ ( 8 . 1 ) -  0.4 
0.4 8.5 

(2.6) - ~ 3) 

(8.1) - - 
$ 94.1 $ 3.0 $ 22.0 

$ 2.0 s 7.5 $ 9.0 s 18.5 
63.7 0.8 21.6 86.1 

(2.7) - - 
63.0 8.3 30.0 ~ 101.9 

~ 35.3 (10.6) - 24.7 
(10.6) ~ 24.1 - 35.3 

16 98.3 $ 8.3 - - 
As discussed m Note 1, TECO Energy uses the liability method to determine deferred income taxes. Based primarily on the revenal of deferred income tax 

liabilities and future earnings of the company's core utility operations. management has determined that the net deferred tar assets recorded at Dec. 31,2007 will be 
realized in future periods. 
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The principal components ofthe company's deferred tax assets and liabilities recognized in the balance sheet are as follows: 

Deferred lncoms Tax Assets and Liabilities 

p W o d  Dec. J I .  - 2007 2W6 
Defcrrrd income tax assets 

Altemafive minimum tax credit caryfonvard 16 196.6 $ 197.6 

Ne1 aperating loss canyfonvard 508.2 763.4 
@her 160.1 147.9 

Total deferred income tax assets $ 926.7 $ 1,164.2 
Deferrad income tax liabilities 

lovesment in parhership 61.8 55.3 

P r o ~ e r t ~  related 14x7 21 (468.5) . .  
Deferred fuel 

Total deferred income tax liabilities 
Net deferred tax asses 

, ~ ~, , ,  

a) (65.5) 
(501.8) ( 5 3 4 1  - 

$ 424.9 - $ 630.2 - 
At Dec. 3 I, 2007, the company has cumulative unused federal and state (Florida) net operating losses ofapprorimately 51,322.9 million and $663.2 million, 

respectively,  pir ring in 2026 and 2027, respectively. In addition, lhe company has unused general business credits ofS2.2 million and unused foreign fax credits of 
$6.4 million erpinng in 2026 and 2016, respectively. The company also has availahle altemative minimum tax credit carryforwards for tax p u q "  of approximately 
$197.0 million which may be used indefinitely to reduce federal income taxes. 

EfTeetive Income Tax Rate 

biltiem, For ,h iwam m d = d D i r  JI ,  

Nn income from continuing operations before minority intenst 

Net income from continuing operations 
Total income fax provision 
Income tiom continuing operations before incomc taxes 
Income taxes on above at federal statutory rate of 35% 
Increase (decrease) due to 

State income fax, net of federal income fax 
Foreign income taxes 
Amortization of investment tax credits 
Pennanmt reinvalment-foreign i n m e  
Non-conventional fuels fan credit 
AFUDC equity 
Dividend income 
State rate change 
State valuation allowance 
Depletion 
Other 

Plus: minotity interest 

Total income tax provision f" continuing operations 
Provision for income taxes as B percent of income from conlinuing operations, before income taxes 

2007 
$ 316.7 

82 2 
398 9 
2142 
613.1 
2146 

- 
2.0 

(7.8) 
( 2 . 5 )  

$ 214.2 - 

loo6 
$ 114.8 

69.6 
244.4 
I 18.7 
363.1 
127.1 

18.7 
2.2 

(2.6) 
(9.2) 
(2.11 
(1.0) 

2.1 
2.1 

(9.8) 
(9.4) 

$ 118.7 

2001 

$ 1239 
87 I 

2110 
101 9 
3129 
109 5 

18.1 
6.6 

(2.7) 
(9.41 

__ 
1.6 
2.4 

34.9% 32.7% 
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For the three years presented, we experienced B number of events that have impacted the overall effective tax rate an continuing operations. Thesc events 
included permanent reinvestment of foreign income under APE Opinion No. 23, AccounfingJbr TarPrSpeciol Areds (APB 23). djuslment of deferred tax assets foi 
the etiect ofan enacted change in state tax rates, depletion, repatriation of foreign source income to the United States, and reduction of income tax expense under the 
new %“ge tax” regime. The change in the 2007 effective tax rate is principally due to the taxation ofeamings as a result of the sale of TECO Transport in 
consolidated filing slates with higher fan rates, the projected state lax rate at which various deferred items will revers as a result ofthis sale, and lower depletion. See 
below for a discussion ofdiscontinued operations m 2007. 

At Dec. 3 I .  2007, the portion of cumulative undistributed eamings from OUT investments in EEGSA was approximately $87.8 million. With the exception ofthe 
eamings repatriated in 2005, lhese eamings have been, and are intended to be, indefinitely invested in foreign operations. ‘krefore, no provision has been made for 
U.S. taxer or foreign withholding taxes that may he applicable upon actual or deemed repatriation. 

On Od. 22,2004, the President of the United Sfatcs signed the American Jobs Creation Act of 2004 (the Act). The Act creates a temporary incentive f0rU.S. 
corparations to repatriate accumulated income eamed abroad by providing an 85% dividend received deduction for certain dividends fmm controlled foreign 
corporations. The company elected 10 apply Code Section 965 with respect to its 2005 dividends. For the twelve months ended Dec. 3 I, 2005, the company repatriated 
$38.9 million, resulting in $I .0 million ofadditional tax expense net of foreign tax credits. The tax savings related to the repatnation provision of the Act are reflected 
in the “Other” category in lhe effective income tax rate. 

Code Section 248 of the Act also introduced a new “tonnage tur”which allows corporations to elect to exclude from gross income c e d n  income from activities 
connected with the operation of a U S  flag vessel in U.S. foreign trade and become suhject to B tan imposed an the per-ton weight Of the qualified vessel instead. The 
company elected to apply Code Section 248 for qualified vessels in 2006 and 2005.The tax savings related to the tonrmge tax regime are reflected in the “Other” 
category in the effective income tan rate. 

The aclual cash (refunded) paid for income taxes as required for the altemative minimum tax, state income faxes and prior year audits in 2007, 2006 and 2005 
was S( 10.5) million, 510.4 million and $27.4 million, respectively. 

In June 2006, the FASB issued FASB Interpretation Number 48, Accouminzfir Uncilccrfainfy in Inconic T a r r s o t i  inlerprrfofiorr o/ FASB Staremem No. 109. 
Accounring JOY Income Tares (FIN 48). FIN 48 addresses the determination ofwhether tax benefits claimed or cxpected 10 he claimed on a tax return should be 
recorded in the financial statements. Under FIN 48, the company may recognize the tax benefit from an un~enain  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 merits ofthe position. The Lax benefits recognized in the financial 
stalements from such a position should be measured based on the largest benefit that has a greater than fifly percent likelihood of being realized upon ultimate 
settkmenf. FIN 48 also provides guidance on derecognition, classification, interest and penalties on income taxes, accounting in interim periods, and requires increased 
dixlosures. 

The company adopted the provisions of FIN 48 effective Jan. I ,  2007. As a result of the implementation of FIN 48, the company recognired a $0.1 million 
decrease in the deferred tax liability for uncertain tax benefits with a corresponding increase to the Jan. I ,  2007 balance of retained eamings. Subsequent to the 
implementation of FM 48, the company recognized in the second quarter $I 4.3 million oftax henetits in discontinued operations as a result ofreaching favorable 
~mclur ions  with taxing authorities. Additionally, during the four& quarter of 2007, the company recognized 51 .9 million of current tax expense from an uncenain tax 
position that did not meet the “more likely than not” criteria. Lastly, the m p a n y  has had on-going discussions with stale tax authorities related to tax issues addressed 
prior to the adoption of FIN 48. The principle remaining issues relate to how a state taxes the sale of various revenue componens and how it treats the nature of the sale 
of VariDUS 
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pannership interests. There is B reasonable possibility that these issues may beresolved in the nexlnvelve months. At this time, the Company does not have sufficient 
information to determine whether t h a e  issues will he resolved farorably. As a reesull, the Company has recorded a full valuation allowance as the most probable 
outcome. If these matters are positively settled, they would increase earnings m lhe period of settlement. If unfavorably resolved, they would have na impact on 
earnings, hut they would result in a decrease in  operating cash flows. The gross exposure on this issue as ofDec. 3 I ,  2007 is approximately $12.7 million. 

The following tablc provides B reconciliation of Unrecognized Tar Benefits at the beginning and end of2007: 

Unrecognized Tar Benefits 

,m ni,linnr, 

Balance, Jan. I ,  2007 $ 11.2 
Addition for tax positions ofthe current year 2.9 
Additions for tar provision of pear years 0.8 
Reductions for tax pmitionz o f p i o r  years for: 

Changes in judgement - 
Settlement~ during the period - 
Lapses of applicable statute oflimitation - - 

Balance, Dec. 31,2007 $ 14.9 - 
The company recognizes interest and penalties associated with uncenain tax positions in "Operation other expenrc4 the r "  in the Consolidated Statements of 

Income. In 2007. the company recorded approximately $0.9 million of pre-tan chargees for interest only. Additionally, the company has recogmized approximately $2.0 
million and $ 1  . I  million of interest on the balance sheet as of Dec. 31,2007 and 2006, respectively. No amounts have been recorded for penalties. 

The cmpany's U.S. subsidiaries join in the Sling ofa U.S. federal consolidated income tar rcum. The lntemal Revenue Service (IRS) concluded its 
examination of lhe company's consolidated federal income tax reNms for the 2005 and 2006 tax years during 2007. The U S .  federal EfaNte of limitations remains open 
for the year 2007 and onward. Year 2007 is currently under examination by the IRS under the Compliance Assurance hagram, a program in which the company is a 
panicipant. The company does not expect the Settlement ofcurrent IRS examinations to significantly change the total amount of unrecognized tax bendits for the 2007 
tan year. Foreign and U.S. state jurisdictions have ~tafutes o f  limitations generally ranging from 3 to 5 years from the filing of an income tax mum. The state impact of 
any federal changes remains wbjeclto examination by varmu~ states for a period of up to one year afler f o m l  notification 10 the states. Yean still open to examination 
by taxing authorities in major stale and foreigr jurisdictions include 2002 and onward. 

5. Employee Postretirement Benefits 

In September 2006, the FASB issued SFAS No.158, Employer's A = ~ ~ ~ ~ , i " ~ . ~ , r D e / i " c B ~ " ~ J i t  Pension aod Oihrr Posfrelirement Plons, on ontordmmr of 
FASB Stofmenis No. 87, 88. 106 ond 132(R) (FAS 158). The company adapted FAS I58 on Dec. 3 I ,  2006. This standard requires the recognition in the statement oi 
financial position the over-funded or under-funded status o fa  defined benefit postretirement plan, measured as the difference between the fair value ofplan assets and 
the benefit obligation in the case o f a  defined benefit plan. or the accumulated postretirement benefit obligation in the c a ~ e  of other postretirement bencfit plans. As B 

result ofthis standard. the company reponed as of Dec. 3 1.2006, a $125.8 million increase in benefit liabilities on the halance sheet and a $21.8 million accumulated 
other comprehensive loss, net of estimated tax benefits. In addition, as a result ofthe application ofFAS 71 10 the impacts of FAS 158, Tampa Electric Company 
recorded $91 .9 million in both benefit liabilities and regulatoly assets as of Dec. 31,2006. This standard did not affect the results of operations. 
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Pension Benefits 

TECO Energy has a nom-contibutory 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 the supplemental executive retirement plan. This is a non-qualified, non- 
contributory defined benefit retirement plan available to cemin 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 ofafler-tar charges that, for regulatory purposes prescribed by FAS 71 
were recorded as regulatory assctr for Tampa Electric and PGS. TECO Energy had recorded other comprehensive losses of $7.2 million in 2005 d a t e d  to adjustments 
to the minimum pension liability associated with the pension plans: there were no impacts ofFAS 71 in 2005 related to the additional minimum pension liability 
adjustments (see Note IO). 

Other Postretirement Benefits 

TECO Energy and its subsidiaries currently provide certain postretirement health care and life insurance benefits for substantially all employees retiring afler age 
50 meeting certain service requirements. The company contribution toward health care coverage for most employees who retired after the age of 55 between Jan. I, 
I990 and Jun. 30,2001 is limited to B defined dollar benefit based on service. The company contribution toward pre-65 and post-65 health care coverage for most 
employees retiring on or after lul. I .  2001 is limited to a defined dollar benefit based on an age and service schedule. In 2008, the company expects to make a 
contribution of about $ 1  3.5 million to this program. Postretirement benefit levels are substantially unrelated to salary. T k  company reserves the right to terminate or 
modilji the plans in whole or in pan at any time. 

On Dec. 8,2003, the Medicare Prescription Drug, Improvement and Modemilation Act of 2003 (the MMA) was signed 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 far prescription 
drugs. The company has determined that prescription drug benefits available to certain Medicaredigible panicipants under its defined-dollar-benefit oostretirement 
health care plan are at least "actuarially equivalent" to the standard drug benefits that are offered under Medicare Pan D. 

On May 19,2004, the FASB issued FASB Staff Position NO. 106-2, Accountrns und Disclusure Requirements Relaledla the Medicore Prescriprion Drug, 
lmprovemori and Modernization AcI ofZOU3 (FSP 106-2). The guidance in FSP 106-2 requires (a) that the effects ofthe federal subsidy be considered an actuarial gain 
and rccogniled in the Same manner as other actuarial gains and losses and (b) cenain disclosures for employers that sponsor postretirement health care plans that 
provide prescription drug benefits. TECO Energy adopted FSP 106~2  retroactive for the second q u a m  of 2004. 

The company received its f int  subsidy payment under Pan Din 2006 for the 2006 plan year. It has filed and is awaiting approval for its 2007 Pan D subsidy 
app1ica:ion with the Centers for Medicare and Medicaid Services (CMS). 
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Ohligntionr and Funded Status 

,ni,,mns, 

Change In benefit ohligation 
Net benefit obligation at prim measuremenf date" 

Service cost 
Interest EOSI 

Plan panicipants' conbibutions 
Actuarial (pain) loss 
Plan amendments 
Curtailment 
Special termination benefits 
Gross benefits paid 
Federal subsidy on benefits paid 
Ncf benefit obligation at measurement date"' 

Changein plan assets 
Fair value of plan assets at prior memuremen1 date" 

A m "  mum on plan assets 
Employer contributions 
Plan participants' contributions 
Cross benefits paid 
Fair value of plan assets at measurement date", 

Funded status 
Fair value of plan assets 
Benefit obligation 
Funded status at measurement date" 
Net ~onttibbution~ after measurement date 
Unrezognized net anuanal loss 
Unrecognized prior service (benefit) cost 
Unrecognized net trnnsition (asset) obligation 
Accrued liability at end ufyear 
Amounts Recognized In Balance Sheet 

Accrued benefit eone and other current liabilities 
Defmed credits and other liabilities 
Accwnulated ohm comprehensive loss (income) (pretax) 
Net amount recognized at end of year 

Long-term regulatory arrets 

ZW7 

$ 569.9 

33.0 
16.0 

(21.9) 
0.3 

16 I 1  , ,  
0.6 

(34.6) 
nia 

$ 557.2 

16 435.2 
56.6 
35.5 

(34.6) 
- 

$ 492.7 

$ 492.7 
557.2 

(64.51 
26.1 
81.9 
(3.2) 

- 

- 
s 40.3 

$ 57.2 
(4.5) 

(34.0) 
21.6 

$ 40.3 

2 w 6  

$ 562.1 
15.8 
30.7 

(4.5) 

- 
- 
- 

- 

(34.2) 
n i a  

$ 569.9 

$ 434.7 
27.0 

7.7 

(34.2) 
- 

0 435.2 

$ 435.2 
569.9 

(134.7) 
30.8 

138.8 
(4.5) 
- 

$ 30.4 

$ 99.1 
(1.3) 

(I 03.3) 
35.9 

$ 30.4 

2007 

$ 202.8 
5.3 

12.2 
3.6 

(8.4) 
(3.8) 
(2.1) 
- 

(14.8) 
0.9 

$ 195.7 

$ -  - 
11.2 
3.6 

(14.8) 

s -  

$ -  
195.7 

( I  95.7) 
2.6 
5.9 

18.9 
11.7 

$ (156.6) 

$ 40.3 

(179.5) 
(3.8) 

(13.6) 

$ (156.6) 

2006 

16 206.2 
5.9 

11.3 
3.3 

(9.9) 
- 
- 

__ 
(13.4) 

(0.6) 
$ 202.8 

s -~ 

10.1 
3.3 

(13.4) 

- 

$ -  

1 6 -  

- 
202.8 

(202.8) 
2.1 

15.6 
29.7 
16.5 

$ (138.9) 

$ 49.8 
(12.8) 

(190.0) 
14.1 

$ (138.9) 

(I) The measuremen1 date was Sep. 30,2007 and 2006. In accordance with FAS 158, the company will move to a year-end measurement date effective Dec. 31 
2008 under the 15-month transition approach. 

Amounts recognized in ac~umulated other comprehensive incame consi~t of. 

Net acNwial loss (gain) 
Prior service cost (credit) 
Transition obligation (met) 

27 

m.,ion Blnemr 
ZW7 zow 

$ 20.4 S 35.4 
I .2 0.5 
- - 

$ 21.6 6 35.9 

8.6 15.9 
2.6 3.7 - -  

-I 
~ 
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The accumulated benefit obligation for all defined benefit pension plans was $493.0 million and 16508.3 million at S e p .  30,2007 and 2006, respectively 

Information for pension plans with an srrumulsted benefit ohligation in excess of plan assets: 

Accumulated benefit in excess of plan assets 

I"tiUi", 

Projected benefit obligation, measuremen1 date 5 557.2 16 569.9 

Fair Value of plan assets, measurement date 492.7 435.2 

zw, 2006 - -  
Accumulated benefit obligation, measurement date 493.0 508.3 

Components of Net Periodic Benefit Cast and Other Amounts Recognized in Other Comprehensive Income: 

,"",, 
Net periodic benefitmast: 
sewme Cost 

1"teRSt Cost 
Fxpected mum on plan assets 
Amonilation of 

A~tuanal loss 

Transition (asset) obligation 
Prior Semoe ( h e f i t )  cost 

Curtailment loss 
Settlement loss 

Net pmodic benefit east 

PPnaion Bl".Rt. 

2w7 IW6 zws 
Other Benalh 

2007 2W6 2005 

0 1 6 . 0 $  1 5 . 8 s  16.2 
33.0 30.7 32.7 

(36.3) (35.7) (37.2) 

0.5 
2.8 3.0 3.0 
2.5 2.7 2.7 
6.4 - 

~ 

~ 

-. ~ ~ 

$ 29.2 16 23.5 16 23.4 = 

In addition to the costs show abovs, 160.6 million of special termination benefit costs were recognized in 2007 related to pension benefits. 

Other Changes in Plan Assets and Benefit Ohligatlanr Recognized in Other Comprehensive Income"? 

Mown.", Adj"8""t 
for thr Y'.' to 

Bslancc .I m e 4  Impl.m.3 Bdsncr .I 
Im',,?om, D ~ E .  ~1.2ws DE. 31,2006 FAS 158 D~c.31.2006 __ Additional minimum pension liability s (51.5) $ 42.7 $ 8.8 s 
Unrecognized pension losses and pnar service COSU (22.0) (22.0) ~ ~ 

Unrecognized other benefit losses, prior service costs and transition 
obligauons 

Total accumulated other comprehensive income, net of taxes 

(I) These balances exclude the pretax amounts recognized as Regulated Assets by Tampa Electric and Peoples Gas System ar detailed as follows on a pretax basis: 

Relored to additional minimum pension Iiabiiiw 
Unrecognized pension losses and pnor service costs 
Reloled lo the odoption ofFAS 158 
Unrecognized pension losses and prior service costs 
Unrecognized other benefit losses, prior Service costs and transition obligations 

Total postretirement bmefits included in regulavd asses, pretax 
Total related to the adoption of FAS 158, pretar 

28 

$ 57.0 

$ 42.1 
49.8 

~ 91.9 
16 148.9 

~ 

- 
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The estimated net loss and prior service net cos1 far the defined benefit pension plans that will be amortired from accumulated other eomprehenswe income into 
net periodic benefit cost ovsr the next fiscal year are 50.9 milimn and $0.1 million, respectively. The estimated prior service cost and transition obligation for the other 
postretirement benetit plans that will be amortized from accumulated other comprehensive income into iiet periodic benefit cost over the next f i s a i  year i s  $0.5 million 
and $0.5 million, respectively. 

in addition, the estimated net loss and prior sewice cost for the defined benefit pension plans that will be amortized from reguiatoly assets into net penodic 
benefit cost over the next fiscal year totals $1.5 million. The estimated pnor service cost and transition obligation for the other postretirement bcnefit plan that will be 
amortized from regulatoly asset into net periodic benefit cost over the next fiscal year totals 53.2 mbilion. 

Additional Infoormntion 

Penston Bmmra Other BencAts 
JItItt..., 2007 - 2W6 2007 2006 
Increase in minimum liability included in other comprehensive income, netoftax $ ~ $ 42.7 $ - - $ 

Weighted-average arsumptlons used to determine henetit ohligations st Sep. 30, the measurement date for the pension and other postretirement benefit plans 

Di~covntiate 
Rate of compensatmn m r e a ~ e  

Weighted-average nssumptians used to determine net periodic benefit Cost for years ended Dee. 31, 

Discount rate 
Expected long~term retum on plan a ~ s e t s  
Rate of compensation increase 

The expected retum on assets assumption was based on expeclations of long-term inflation, real growh in the economy, fixed income spreads, and equity 
premiums consistent with our portfolio, with provision for active management and expenses paid. The compensation increa~e assumption was based on the same 
underlying expectation of long-term inflation together with assumptions regarding real g m w h  in wages and company-specific merit and promotion increases. Ths 
discount rate asumption was based OD a cash flaw matching technique developed by OUT outside actuaries and a review ofcurrent economic conditions. T h i s  technique 
matches the yields from high-quality (Aa-graded, "on-callable) corporate bonds to the company's projcaed cash flows for the pension plan to develop a present value 
that is convened to a discount rate. 

Healthrare mst trend rate 
l"i rate 
Ulhmate rate 
Year nts reaches ultimate 

2001 - 1006 - 2005 

925% 950% 950% 
525% 5 0 0 %  500% 

2015 2014 2013 

__ 

29 
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Assumed health care cost trend rates have a significant effect on the amounts reponed for the health care plans. A anc~percentage-poi0t change in assumed 
health care eosi trend rates would have the following effects: 

(mi la on.) I %  ,.cre.*e I %  Otrrr.,. 

Effect on postretirement benefit obligation 16 6.8 $ (5.6) 

- 
Effect on total service and interest cost $ 1.0 $ (0.7) 

Arret Alloestion 

Pension plan asscis (plan assets) are invested in a mix of equity and fixed income securioes. The company's investment objective is to obtain above~average 
retums while minimizing volatility of expected relums over the long fem. The target equitiesltixed income mix is designed to meet invemnent objectives. Thc 
company's smtegy is to hire proven managers and allocate assets to reflect a mix of investment styles, emphasile preservation ofprincipal to minimize the impact of 
declining markets, and m y  fully invested except for cash to meet benefit paymnent obligations and plan expenses. 

PPnSion PI." *I,nr act"., *,,oc.tion, End 0rve.r 
T.R., 

AllW."O" inn6 - In07 - 
Asset Category 
Equity saunt ies  
Fixed income securities 

Total 

Other Paatretirement Benefit Plan ASPPIS 

There are no assets associated with TECO Energy's postretirement benefit plan 

Contributiom 

On Aug. 17,2006, the President signed the Pension Protection Act of2006, which generally intoduces new minimum funding requirements beginning Jan. I ,  
2W8. Thhe company's policy is to fund the plan at or above amounts determined by the company's aehlanes to meet ERISA guidelines for minimum 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 
in addition to the 54.2 million minimum contribution required. TECO Energy expects to make a $9.0 million contribution in 2008 and average annual contributions of 
$ 1 1  millionin2009-20i2. 

Thhe ~upplemental executive retirement plan is funded annually to meet the benefit obligations. In 2007, the company made a contribution of $1.3 million la this 
plan. In 2008, the company expects to make a contribution ofabout $4.5 million to this plan. 

The fallowing benefit payments, which reflect expected future sewice. as appropnate, are expccted to be paid: 

Expected benefit payments (mdbons): 
2008 
2009 
2010 
201 I 
2012 
201 3-20 I7 

47.a 

258.5 
48.0 

17.7 (1.5) 
18.2 (1.7) 
93.1 (11.1) 

30 
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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 Employers) that enables 
panicipants to save a ponion aftheir compensation up 10 the limits allowed by IRS guidelines. The company and its subsidiaries match up 10 6% of the participant's 
paymll savings deductions. Effective July 2004, employer matching contributions were 30% of eligible paflicipant contributions with additional incentive match of up 
lo 70% of eligible pafiiopant cont"buti0ns based on the achievement of certain Operating company financial goals. h April 2007, the employer matching contributions 
were changed to SO% ofeligible pmicipanl conhibutions, with an additional incentive match of up to 50%. Far the yean ended Dec. 3 I ,  2007, 2006 and 2005, the 
company and its subsidiaries recognized expense totaling SR.6 million, $9.0 million and S 10.2 million, respectively, related to the matching contributions made to this 
plan. 

6. Short-Term Debt 

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

Credit Fncilities 

5-year facility 
Tola1 

9 5  - 200 a 9 5  - 200 0 - - 
$ 6750 $ 2 5 0  $ 9 5  - $ 4 8 0  $ 9 5  --- 

( I )  Bonowings outstanding are reponed as notes payablc 

These credit facililies require commilment fees ranging from 9.0 to 17.5 basis points. The weighted average interest rate on outstanding notes payable at Dec. 31 
2007 and 2006 was 4.76% and 5.45%. respectively. 

TECO EnergwTECO Finance Credit Focilin 

On May 9,2007, TECO Energy amended its $200 million bank credit facility, mtering into a Second Amended and Restaled Credit Agrement. The amendment 
(i) extended the maturity date afthe credit facility from Oct. I I ,  2010 Io May 9,2012 (subject lo furlher extension with the consent ofeach lender); ( i i )  removed the 
stock of TECO Transport Corporation as securily for the facility; (iii) made TECO Energy the Guarantor and its wholly-owed subsidiary. TECO Finance, Inc. (TECO 
Finance), the Bonower; (iv) allowed TECO Finance to borrow funds at an interest rate equal to the federal funds rate, as defined in the agreemenr, plus B margin, as 
well as a rate equal to either 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 B margin; (v) allowed TECO Finance to request the lenders to increase their commitmenlS under the credit facility by up to $50 million in the aggregate; 
(vi) included a $200 million letter ofcredit facility (compared to $100 million under the previous agreement); (vii) reduced the commitment fees and borrowing 
margins; and (viii) made other technical changes. 

The facility requires that at the end ofeach quaner thc ratio ofdebt to eamings before interest, Iaxe~, depreciation and amortization (EBITDA), 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 Jan. I ,  2010, and TECO Energy's EBITDA to intere~f 
coverase ratio. u defined in the asreemmi. to be not less than 2.60 times. As of Dec. 31,2007. the comnany was in comnliance with both reauirements. The facility . _  
p l a c e s k n  limitations on the a k i t y  to sell core assets and limits the ability ofTECO Energy and certain of its subsidiaries, excluding Tampa Electric Company:to 
iswe 

3 1  
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additional indebtedness in excess of a calculated level (initially $300 million), unle~s  the indebtedness refinances currently outstanding indebtedness or meets cenatn 
other conditions. The facility also provides that, in the event the aggregate quanerly dividend paymenrs on TECO Enerw common stack were to equal or exceed a 
calculated amount (initially $SO million), subject 10 increase in the event TECO Energy issues additional sharer ofcommon stock, TECO Energy would not be able to 
declare or pay cash dividends on the mm” stack OT make c m i n  other distributions unless it had previously delivered liquidity projections satisfactory to the 
administrative agent under the credit facilify 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 COR assets, issue additional indebtednas and pay cash dividends will be releued ifTECO 
Energy achieves investment grade ratings and stable outlooks from both Moody’s and Standard & Poor’s. 

Tompo Elecrric Company Credit Faciirry 

On May 9,2007, Tampa Electric Company amended its $325 million bank credit facility, entering info a Second Amended and Restaled Credit Agreement. The 
amendment (i) extended the maturity date Of the credit facility from Ocl. I I ,  2010 to May 9,2012 (subject to funher extension with the consent ofeach lender); 
(til continued to allow Tampa Electric Company 10 bonow 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 Io either the London interbank deposit m e  plus a margin or Citibank’s prime rate (oc the federal funds rate plus 50 basis points, ifhigher) plus a margin; 
(iii) allowed Tampa Electric Company to request the lenden to increase their commitments under the c~edi t  facility by up to $175 million in the aggregale (compared to 
$50 million under the previous agreement); (iv) continued to include a $SO million letter of credit facility; (v) reduced the commitment fees and bormwing margins; and 
(vi) made other technical changes. The facility requires that a1 the end ofeach quancr the ratio of debt to capital, as defined in the agrement, not exceed 65%. As of 
Dec. 3 1,2007, Tampa Electric Company was in compliance with this requirement. 

Tonip Elecrric Company A C C O U ~  Receivable Faciliy 

On Jan. 6, 2005, Tampa Electric Company and TEC Receivables Corp (TRC), a wholly-owed subsidiary of Tampa Electric Company, entered into a $1 SO 
million accounts receivable ~ollatcralized borrowing facility. The assets ofTRC are not intended to be generally available to the crediton ofTampa Electric Company. 
Under fhc Purchase and Contribution Agreement entered into in connection with that facility, Tampa Electric Company sells andor contributes to TRC all of its 
receivables Cor the sale of elenticity or gas to its retail customers and related rights (thc Receivables), with the exception ofcmain excluded receivables and slated 
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 Tsmpa 
Electric Company to TRC at a discount. Under the Loan and Servicing Agreement among Tampa Electric Company as Servicer, TRC as Borrower, cenain lenders 
named thersin and Citicorp North America, Inc. as Program Agent, TRC may bonow up to $ I  SO million to fund its acquisition ofthe Receivables under the Purchase 
Agreement. TRC has secured such borrowings wilh a pledge ofall d i t s  assets including the Receivables and deposit accounts assigned to it. Tampa Electric Company 
acts as Servicer 10 sewice the callecticn of the Receivables. TRC pays p~ogram and liquidity fees b a s d  on Tampa Electric Company’s credit ratings. The receivables 
and the debt of TRC are included in the consolidated financial Statements of TECO Energy and Tampa Electtic Company. 

On Dec. 20, 2007, Tampa Electric Company and TRC extended the maturity ofTampa Electric Company’s I I SO million accounts receivable callateralimd 
borrowing facility from Dec. 21, 2007 lo Dec. 19, 2008. 

7. Long-Term Debt 

Dec. 3 1, 2007, total long~tenn debt had a carrying amount of $3.1 68.7 million and an estimated fair market value of $3,270.1 million. At Dec. 3 I ,  2006, total 
long-tm debt had a carrying amount of 163.855.4 million and an estimated fair make value ofS3.979.7 million. The estimated fair market valse of long-term debt 
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was based on quoted market prices for the Same or Similar issues, on the current r a m  offered for debt ofthe Same remaining maturities, or for long~tem debt issues 
wifh variable rates that approximate market rates, at cawing  amounts. 

A substantial pan of the tangible assets ofTampa Electric are pledged as collateral 10 secure its fimf mongege bonds. There are currently no bonds outstanding 
under Tampa Elecuic's fin1 mongage bond indenture. 

TECO Energy's malurities and annual sinking fund requirements a f  long-term debt for 2008 through 2012 and thereafter are as follows: 

Long-Term Debt Maturities 

TO,#, 
Die. 3,. lo07 LO"r<#- 
,",il,fO"S, 2WL 2009 20,O 2011 - 2011 merrolrrr deb, 
TECO Energy s -  $ -  5 102.8 5 191.7 S l W . 2  $ 8.8 $ , 403.5 
TECO Finance ~ - - 171.8 236.2 491.2 899.2 
Tamoa Electric - - - - 540.0 1 .I 23.9 1.663.9 
Peoples Gas 
TECO Oua~mala  
Total long-lem debt maturities 

5.7 5.5 3.7 3.4 113.4 60.0 191.7 
I .4 I .4 I .4 1.5 __ I .5 3.2 10.4 

$ 7.1 $ 368.4 16 107.9 $ 9 9 1 . 3  - 3.168.7 - 
Debt Securities 

TECO E n e r p D e b r  Tmder and Exchange Q P v s  

In December 2007, T K O  Energy completed debt tender and exchange offers (Ofiers) which resulted in thc redemption ofS297.2 million principal amount of 
TECO Energy notes for cash and the exchange of $899.3 million principal amount afTECO Energy notes for TECO Finance notes. TECO Finance i s  a wholly owned 
subsidiary ofTECO Energy whose business activities Consist sol el^ of orovidine funds 10 TECO Enerey for its diversified activities. The TECO Finance notes are fully 
and unc~nditionally guaranteed by TECO Energy. 

The Offers resulted in: 

The purchase for cash and retirement of $297.2 million principal amounl ofTECO Energy 7.5% nom due 2010. 

The exchange of$236.1 million principal amount of TECO Energy 7.20% notes due 201 I and $63.6 million principal amount afTECO Energy 7.00% 
notes due 2012 together for $300 million principal amount of TECO Finance 6.572% notes due 201 7 with substantially Similar 1-s as the exchanged 
TECO Energy notes. 

The exchange of $171 .8 million principal amount ofTECO Energy 7.20% notes due 201 I for a like principal amount of TECO Finance 7.20% notes 
due 201 1 

The exchange of $236.? million principal amount of TECO Energy 7.00% notes due 2012 for a like principal anmunt of TECO Finance 7.00% notes 
dueZOI2. 

The exchange of $191 .? million principal amount ofTECO Energy 6.75% notes due 201 5 for a like principal amounl ofTECO Finance 6.75% notes 
due 2015. 

In connection with these debt tender and exchange transactione, $32.9 million of premiums and fees were expensed, and are included in "Loss on debt 
exchangeIextinguishmenC on the Consolidated Statement af Income and as pan ofthe "Cash Flows from Operating Activities" in the Consolidated Siatement of Cash 
Flows for the year ended Dec. 31,2007. As discussed in Note 1, $21 2 million offecs paid to the holders ofthe exchanged 

33 

522 



TAMPA ELECTRIC COMPANY 
DOCKET NO. 080317-El 
SCHEDULE NO. F-2 
PAGE 294 OF 506 

Tabla of Contents 

notes were capitalized, and included in "Deferred charges and other assets" on the Consolidated Balance Sheet as ofDec. 31,2007 and as part ofthe "Cash Flown from 
Financing Activities" in the Consolidaled Statement ofcash  Flows for the year then ended. These capitalized costs will be amortized and included in "lntercsi expense" 
on Ihe Cansolidaled Statement of Income over the remaining lives of the related debt. 

The TECO Finance noles due 201 I, 2012 and 201 5 have the same interest rate, interest payment dates, maturity and covenants as the corresponding sene$ of 
TECO Energy notes. 

TECO Enerrv may redeem some or all of each m i 6  of the TECO Finance "mer a( a ~ricce equal to the ereafei of (i) 1 00% of the orincioal amount of thc _. . . .  
applicable TECO Finance n o w  to be redeemed, plus accrued and unpaid interest, or (ii) the "et presknt value ofthe iemaining  payment^ of principal and interest on the 
applicable TECO Finance notes, discounted 81 IhC applicable Treasury Rate (as defined in the applicable supplemental indenture), plus 50 basis points for the TECO 
Finance 6.572%  note^ due 201 7 and the TECO Finance 6.75% notes due 20 I5 and 25 basis points for the TECO Finance 7.20% notes due 201 I and the TECO Finance 
7.00K notes due 2012. 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 governing the TECO Finance 6.75Yo notes due 20 IS,  IfTECO Energy incurs 
issues, assumes or  guarantee^ any debt that IS secured by a mortgage, pledge or other lien on (i) certain property having a net b w k  value in excess of2% of 
consolidated net assets (8s defined in the supplemental indenture), or (ii) capital Stock or debt ofany direct subsidiary of TECO Energy, TECO Energy will, subject 10 
cenain exceptions set fonh therein, secure lhhe TECO Finance 6.75% notes due 2015 equally and ratably with such debt. 

Refiwmenl oJSllO.6 niillion Pluyunniw~ Pori, Horhor, ond TC"na1 Districl (Loursiana) Murine Terminal Fociiirrrc Revvriue Re j ind iq  Bonds due Sep. I .  2007 

On Sep. I, 2007, pursuant to the terms ofthe indenture governing $1 10.6 million of Plaquemines Pon, Harbor, snd Teminal District (Louisiana) Marine 
Terminal Facilities Revenue Refunding Bonds, Series I985 A, B, C and 0, $1 10.6 million principal amount ofbonds were relired at malurity. 

R ~ I ~ ~ ~ ~ ~ ~ ~ I  ofsiso niii~ion roamPo ~ i ~ ~ ~ i ~  conlponl. 5.375% he A ~ ~ .  IS, 2007 

On Aug. I 5,2007. pursuant to the t m s  oi the  indenture, $1  50 million pnncipal amount of 5.37534 Notes due Aug. 15,2007 were retired at mamrity. 

J s ~ o n c r  ofHillsborough County Jndusnral Devrlvpnient Aulhoril,~ Pollution Conlrol Revenue ReJbnding Bondt (Tomp Elecrric Contpuny Prqiecl). Series 2007 orid 
Reden,pliorr oJSeries I Y Y O  Bonds, Serier I Y Y 2  BondrandSeries iY93 Bondr 

On lul. 25.  2007, the Hillsborough County Industrial Development Authority (HCIDA) issued $125.8 million oiHClDA Pollution Control Revenue Refunding 
Bonds (Tampa Electric Company Project), Series 2007 (the Series 2007 Bonds) for the benefit of Tampa Electric Company, COnSiSting of(a) $54.2 million Series 
2W7ABmds dueMay 15,2018, (b) $51.6 million ofSericr 2007BBondsdue Sep. 1,2025, and (c) $20 million ofSenes 2007C Bonds dueNov. I .  2020. Tampa 
Electcic Company is responsible for payment of the interest and pincipal associated with the Series 2007 Bonds. The proceeds ofthis issuance, together with available 
cash, were used to call and retire on Aug. I, 2007, at a redemption price equal to 100% afpar  plus accumulated but unpaid distributions to that dale, (a) 1654.2 milllon of 
the existing HCIDA Pollution Control Revenue Refunding Bonds (Tampa Electric Company Cannon Coal Conversion Project), Series 1992 (the Series 1992 Bonds), 
which had a maturity dare ofMay 15,201 8, (b) $51.605 million ofthc existing HCIDA Pollution Control Revenue Refunding Bonds (Tampa Electric Company 
Projeci), Series 1990 (the Series 1990 Bonds), which had a maturity date of Sep. 1,2025, and (c) $20 million of the existing HCIDA Pdlution Control Revenue Bonds 
(Tampa 
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Electric Company Project), Series 1993 (the Series 1993 Bonds). N,hich had a maturity date ofNov. I ,  2020. Costs ofthe issuance were paid from available funds of 
Tampa Electnc Company. Tampa Electric Company entered into a Loan and Trust Agreement with the HCIDA. as issuer, and The Bank ofNew York Tmst Company, 
N.A., as t ~ s t e e .  in connection with the issuanco ofthe Series 2007 Bonds. 

The Series 2007 Bonds bear interest at an auction rate that will be lese1 pursuant to an auction procedure at the end ofevery auction period (initially set at 7 days 
for the Series 2W7A Bonds and the Series 20078 Bonds and 35 days for the Series 2007C Bonds). In connection with the issuance of the Series 2 w 7  Bonds, Tampa 
Electric Campany aka entered into an i n s u m e  agreement with Financial Guaranty Insurance Company (FGIC) (Insurance Agreement) pursuant to which FGIC issued 
a financial guaranty insurance policy (Policy). The Policy provides insurance for Tampa Ekl r ic  Company's obligation for payment on the Series 2007 Bonds and 
allowed the Series 2007 Bonds to be issued at a lower interest rate than without such insurance in place. The terms ofthe Insurance Agreement will, among other 
things, limit Tampa Electric Company's ability to incur Certain liens without ratably securing the Series 2007 Bonds. subject to a number of exceptions. 

At the end of any auction period, Tampa Electric Company may redeem all or any pan of the Series 2007 Bonds at its option at II redemption price equal to the 
Sum ofthe accrued and unpaid interest to the redemption date on the principal amount of the Series 2007 Bonds to be rcdeemed, plus 100% ofthe pcincipal amount of 
the Series 2007 Bonds to be redeemed. The Series 2007 Bonds are also subject 10 special mandatory redemption in the event that interest payable on any Series 2007 
Bonds has become subject to federal income tax in accordance with the Loan and Trust Agreement. (See Note 25 for an update on the Series 2007 Bonds as offhe date 
afthir  filing.) 

Isxuaace qfTmrpa Elemir.  Conpony 6.15% Notes due 2037 

On May 15, 2007, Tampa Electric Company issued $250 million aggregate principal amount of 6.1 5% Notes due May 15,2037. The offering resulted m net 
proceeds to Tampa Electric Company (after deducting unde-ling discounts and commissims and estimated offering expenses) o f  approximately $246. I million. Net 
proceeds were used to "pay shon-term debt, repay maturing long-term debt and far general corporate purposes. Tampa Electric Company may redeem all or any pan of 
the 6 .  15% Notes at its option at any lime and from time to time at a redemption price equal to the greater of (i) 100% ofthe principal amount of 6.15'% Notes to be 
redeemed or (ii) the presenl value ofthe remaining payments ofpnncipal and interest on the 6.1 5% Notes to be redeemed, discounted at an applicable treasury rate (as 
defined in the applicable indenture), plus 25 basis paints; in either case. the redemption price would include accrued and unpaid interest to the redemption date. 

lssumce ofPolk Counry iudmrial Dweiopnwni Aulhority Solrd Worle Disposd Facilip Revenue Re/vndivS Bonds (Tunrpu Elemic Conipony Pmject), Serict 2007 
ondRedcnrprivn ofPolk Counp 1,idusrriol Dcveiopnient Aurhoriry Solid Wasle D;.~posoI Facility Rev",, Bonds (Tampa Eircrric Compuny Project, Serict I YY3) 

On May 14, 2007, the Polk County Industrial Development Authority (PCIDA) issued $75 million of PCIDA Solid Waste Disposal Facility Revenue Refunding 
Bonds (Tampa Electric Campany Project), Series 2007 (the Polk Series 2007 Bonds) for thc benefit of Tampa Electric Company. Tampa Electric Company is 
responsible for payment of the interest and principal associated with the Polk Series 2007 Bands. The proceeds of this issuance, togetha with awtlablecash, were used 
to call and retire on Jun. 29, 2007, a1 a redemption price equal 10 102% ofpar plus accumulated but unpaid interest to that date, $75 million of the existing PCIDA Solid 
W m e  Disposal Facility Revenue Bonds (Tampa Electric Company Project), Series 1993 (the Polk Series 1993 Bonds), which had a maturity date of Dec. I ,  2030. 
Costs ofthe i ~ ~ ~ a n c e  were paid hom available funds of Tampa Elecblc Company. Tampa Electric Company entered into a Loan and Trust Agreement with the PCIDA, 
as ~SEUCT, and The Bank ofNew Yark Trust Company, N.A., as trustee, m connection with the issuance ofthe Polk Senes 2007 Bonds. 

The Polk Serin 2007 Bonds mature on Dec. I ,  2030 and bear inlere~t at an auction rate that will be reset pursuant lo an aucfion procedure 81 the end ofevery 
auction period (initially set at 35 days). In connection with 
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the issuance of the Polk Series 2007 Bonds, Tampa Electric Company also entered into an insurance agreement with FGlC (Insurance Agreement) pursuant to which 
FClC issued a financial guaranty insurance policy (Policy). The Policy provides insurance for Tampa Elffmc Company's obligation for payment on the Bonds and 
allowed the Bonds to be issued at a lower interest m e  than without such insurance in place. The terms of the Insurance Agreement will, among other things, limit 
Tampa Electnc Company's ability to incur cenain liens without ratably securing lhe Bands, subject to a number ofexceptions. 

At the end ofany auction peiad, Tampa Electric Company may redeem all or any pun ofthe Polk Series 2007 Bonds at its option at a redemption price equal to 
the sum ofthe accrued and unpaid interest lo  the redemption date on the principal amount ofthe Polk Series 2007 Bonds to be redeemed, plus 100% ofthe principal 
amount offhe Polk Series 2007 Bonds to be redeemed. The Polk Series 2007 Bonds are also subject to special mandatory redemption in the event that interel payable 
on m y  Polk Series2007 Bonds has become subject to federal income tax in accordnnce wiul the Loan and Trust Agreement. (See Note 25 lor an update on the Polk 
Series 2007 Bonds as ofthe date ofthis filing.) 

Retirement of $300 million T K O  E n e w  6.125% "ores due Moy I ,  2007 

On May I, 2007, pursuant to the terms of the indenture, $300 inillion principal amount afh.l25% Notes due May I ,  2007 were retired at maturity. 

TECO Capirol Tmsf Ii 

On Jan. 16,2007, all $71.4 million outstanding subordinated notes were retired at  maturity pursumt Io their original terms. This caused the retirement of $57.5 5 
million trust preferred securities ofTECO Capital Trust II. pursuant to their original terms. 
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At Ds. 3 1.2007 and 2006, TECO Energy had the following long-lam debt outnandmg: 
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8. Preferred Stark 

Preferred rtwk of TECO E n e r g y 3 1  par 
10 million shares authorized, none oustanding. 
Preference stock (subordinated preferred 9t-k) of Tamps Electric--no par 
2.5 million shares authorized, n o m  outstanding. 
Preferred stork of Tampa Electrir--no par 
2.5 million shares authorized, none outstanding. 
Preferred slack of Tampa EbrtrirS100 psr 
1.5 million shares authorired, none outstanding. 

9. Common Stock 

Stock-Based Compensation 

On Ian. I .  2006, TECO Energy adopted FAS 12% requiring the company lo recognize expense related to the fair value of its stock-hued compensation awards. 
Prior to this, the company accounted for its share-based payments under APE 25 and related interpretations. The company adopted FAS I23R using the modified- 
prospective transition method. Under this transition mcthod, compensation cost recognized beginning Jan. I ,  2006 includes compensation cost for all share-based 
payments granted prior to, but not yet vested a$ ofDec. 3 I .  2005 (based on the grantdate fair market value estimated in accordance with lhe original provisions of FAS 
123), and compensation cost for 811 share-based payments granted on or after Jan. I ,  2006 (based on the grant date fair market value estimated in accordance with the 
provisions a f  FAS I23R). Results for prior periods have not been restated. 

TECO Energy has two share-based compensation plans, lhe Equily Plan and the Director Equity Plan (Plans), which are described below. The types of awards 
granted under these Plans include stock @ions, stock grants, time-vested restrined sock and performancc~based restricted stock. Stock options have been granted with 
an exercise price greater than or equal to thc fair market value of the common stock on the date ofgiant and have a IO~year conlractual tem. Stock options for the 
Director Equity Plan vest immediately and stock options for the Equity Plan have graded vesting over B three-year period, with the first 33% bocoming exercisable one 
year after the date of grant. Stock options were last awarded in 2006. Stock grants and time-vested restricted Stock are valued at the fair market value on the date of 
grant, with expense recognized over the vesting period, which is normally three yeam. Beginning in 2006, the company granted time-vested restricted stock to directors 
that vests one-third each year. Performmcc~based restncled suck  h a  been granted to oflicers and emplayees, with sharcs p te t i a l ly  vesting ana three years. The total 
awards far performance-based restricted stock vest based on the total m u m  of TECO Energy common stock compared to a peer group of utility stocks. The 2005 and 
2006 grants can vest beween 0% to 200% of the original grant and the 2007 grant can vert between 0% to 150% orthe original grant. Dividends are paid on all  time^ 
vested and performance-based restricted stock awards. 

TECO Energy recognized total stock compensalian expense for 2007 and 2006 of$l  I .6 million pretax, or $7. I million afler-tax and $1 1.5 million pretax~ or 
$7.1 million after-tan, respectively. Total stock compensation expense is reflected in "Operation other expense-Othd on the Consolidated Statements of Income. Cash 
received from option exercises under all share-based payment arrangements was $9.2 million, $7.3 million and $ 1  I .5 million for the periods ended Dec. 31, 2007,2006 
and 2005 respectively. The aggregate intrinsic value of stock options exercised was $3.6 million. $2.7 million and $5.5 million far the periods ended Dec. 31,2007, 
2006 and 2005, respectively. The total fair market value of awards vcsting during 2007 was $3.6 million, which includes stock gmnts, time-vestcd restricted stock and 
performance-based restricted stock. As of Dec. 31,2007, there was $8.7 million of unrecognized compensation EOSI related to all non-vested awards that is expected to 
be recognized over a weighted average period of two yeam. %or to the adoption a fFAS 123R, TECO Energy presented all tax benetits ofdeductions resulting from the 
exerclSe of stock options as operating cash flows in the Consolidated Condensed Statement of Cash Flows. Beginning on Jan. I, 2006, lhe company changed its cash 
flow presentation in accordance with FAS 123R. which requires the cash flows resulting from e x c e ~ s  tan deductions on share-based payments lo be classified as 
financing cash flaws. 
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P~wiously under APE 25, the company recognized or disclosed expenses for retirement-eligiblc employees over the nominal vesting period. Beginning Jan. I .  
2006 under FAS 123R, any new awards made 10 retirement-eligible employees are recognivd immediately or over the period from the grant date to the dale of 
retirement eligibility ("on-subslamive approach). The impact on net income for 2006 and 2005 ofapplying the nominal vesting period approach versus the n o n ~  
substantive vesting period approach to awards granted prior to Jan. I ,  2006, for retirement-eligible employees would not have been material. 

The fair market value of stock options is determined using the Black-Scho1e.i valuation model, and the company uses the following methods to determine its 
underlying assumptions: expected volatilities are based on the h e s o r i d  volatilities; the expected term of options granred is based on the Staff Accounting Bulletin 
No. 107 (SA6 107) simplified method ofaveraging the vesling l e n n  and the original Contractual lm: the risk-free intcresl rate is based on the U.S. Treasury implied 
yield on mo-coupon issues (with a remaining term equal to the expected 1-m ofthe oplim); and the expected dividend yield is based on the current annual dividend 
amount divided by Ihe stock price on the date of grant. 

The fair market value of periormance~based restricted stock awards is determined using the Monte-Carlo valuation model, and the company uses the following 
methods to delemine i s  undsrlying assumptions: expected volatilities are based on the historical voIsLilities, the expected term nfthe awards i s  based on the 
performance measurement period (which is generally three years); 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 award); and the expected dividend yield i s  based on the current annual dividend amount divided by the Stock price on 
the date ofgrant, with continuous compounding. 

The value oftime~vested restricted stock and Bock grants are based on the fair market value of TECO Energy common stock at the time of grant. 

Stock-bascd compensation expense reduced the Company's results ofoperations as follows: 

Dm.3,. DW.3,. 
2006 - 2007 - ,mZ,ions, Y C ~ D ~  share emounn, 

Income before income taxes $ 1 1 . 6  $ 1 1 . 5  
Net income $ 7 . 1  6 7 . 1  
EPS-Basic: $ 0.03 6 0.03 
EPS-Diluted 6 0.03 6 0.03 

The following table illustrates the effect on net income and earnings per share as ifthe company had applied the fair-value recognition provisions o iFAS 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 
foma is required. 
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Pro Forma Stock-Based Compensation Expense 

",onl, UEe'D" sfiarr P"""",S, 

Net income horn continuing operations 
* 

As reponed 
Add: Uneamed compensation e x p ~ ~ s e " '  

Less: Pro forma expense" 

Pro forma 

As reported 
Add: Uneamed compensation expense" 

Net income 

Less: Pro fwmae*pense"' 

Pro forma 

As reponed 
Pro forma 

As reported 
Pro. forma 

Net incam-EPS, basic 
As reponed 
Pro forma 

As reponed 
Pm forma 

Net income from continuing operations-EPS, basic 

Net income from continuing operations-EPS, diluted 

Net incom-EPS, diluted 

2005 - 
$ 211.0 

3 A 

4 274.5 

3.4 

6.8 
$ 271.1 

16 1.02 
$ 1.01 

$ 1.00 

- 
__ 

0.99 

$ 1.33 
$ 1.31 

$ 1.31 
$ 1.29 

(I) 
(2) 

Uneamed compensation expense reflects the compen~ation 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 fairwalue based method, after-tax. plus 
compensation expense associated with time-vested resnicted stock awards, determined based on fair market value at the lime of grant, after-tax. 

*,rumpnons 
Assumptions applicable 10 stock options 

Risk-free interest rate 
Expected lives (in y a m )  
Expected stock volatility 
Dividend yield 

Risk-free interest rate 
Expected live6 (in years) 
E x p e ~ t d  sock volatility 
Dividend yield 

Amumptions applicable IO performance-based rertncted stock 

2006 - 1807 - 
- 4 92% 

- 27 00% 
__ 4 66% 

4 53% 4 92% 
3 3 

1671% 1822% 
4 25% 4 64% 

6 - 
34.12% 
4.66% 

3.74% 
3 

45.31% 
4.49VO 

Equity Plane 

In April 2004, the company's shareholders approved the 2004 Equity hcentive Plan (2004 Plan). The 2004 Plan superseded the 1996 Equity Incentive Plan 
(1996 Plan), and no additional grants will be made under the 1996 Plan Under the 2004 Plan, the Compensation Committee of the Board of Directors authorized 
10 million shares ofTECO Energy common stock that may be awarded as stock grants, Stock options andlor stock 
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equivalents to oflicers, key employees and consultants ofTECO Energy and its subsidiaries. The Compensation Commiltee has discretion 10 determine the terms and 
conditions of each award. which may be subject IO conditions relating to continued employment, TestrictionS on transfer or performance criteria. 

Under the 2004 Plan and the 1996 Plan (eollectively refencd to as the "Equity Plans"), I, I million and 0.9 million stock options were p n t e d  to employees in 
2006 and 2005, respectively, with weighted average fair values 01163.26 and $3.93. (No stock options were granted in 2007.) Ln addition, 0.6 million, 0.5 million and 
0.4 m~llion shares ofrestricted stock were granted in 2007. 2006 and 2005, respectively, with weighted average fair values of$18.14, $16.85 and $2 I .57, respectively. 
In 2006, 17,962 shares of unrestricted common stock were granted with a weighted average fair value of$17.54. A summary ofnon-vested shares ofrestricted stock 
and stock oplions for 2007 under die Equity Plans are s h a m  as follows: 

Nonvented Restricted Stork and Stork Options-Equity PImr 

Nonvtatrd Reitrlcted S t a k  ''I Nonrrrted Stork 0p"ons '" 

Nonvested balance at DR. 31,2006 
Granted 
Vested 
Forfeited 
Nonvestsd balance at Dec. 31,2007 

571 18.14 
1196) 15 82 (1,323) 3.20 

(163) 1827 (51) 3 3 1  
1,182 $ 1890 - 867 $ 3 45 - - 

(I) 
(2) 

The weighted average remaining e~ntra~tual term of restricted stock is 2 years 
All nonvested stock oplions are expected to vest. 

Stock option transactions during 2007 under the Equity Plans are summarized as follows: 

SIock Options-Equity Plans 

Outstanding balanccst h. 31,2W6 
Granted 
Exercised 
Cancelled 
Outstanding balance at Dec. 31,2007"' 
Exercisable at Dec. 3 I .  2007"' 
Available for f u t w  grant at D.E. 3 I ,  2007 

( 1 )  Optionpriecsrang~ffram$11.09to$31.58. 
(2) optionpricssrangefram~11.09to$16.30. 

(7121 12 56 
3) 23 94 - 
8,728 $ 20 77 5 $ I I  8 

3204 $ 13 77 7 s I 1 0  
7,501 
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As of Dec. 3 I .  2007, the options outemding under the Equity Plans are summanzed helow: 

S t a k  Options Outstmdiw 

Weighled A"& 
R",","~ 

Range 01 option Sh..P8 Wiiihted A n .  CO.".CI"PI 

omion Price, (Ihourmd.) opnon prlee Life 
$1 1.09 -$l3.50 2,248 $ 12.71 6 Years 
$16.21 -1618.87 1,838 6 16.29 8 Yean 
$21.25 - $22.48 1,544 $ 21.36 2 Yean 
$23.55 ~ $25.97 67 $ 24.27 2 Years 
$27.56-$31.58 3,031 $ 29.10 3 Year$ 

Tototal n , n x  o 20.77 5 Years 

Director Equity Plan 

In April 1997. the compmy's shareholders approved the 1997 Direclor Equity Plan (I 997 Plan), as an amendment and restatement ofthe 1991 Director Stock 
Option Plan (1991 Plan). The I997 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 of the company and to encourage them to own shares of T K O  Energy common stock. The 1997 Plan, administered 
by the Board ofDirecton, authoriled 250,000 shares of TECO Energy common smk lo be awarded as stock p i s ,  stock options andlor stack equivalents. 

Under the 1997 Plan, 25.000 shares of restricted stock were awarded in 2007, with a weighted average fair value of $18.35. Restricted stock transactions for the 
year ended De. 31,2007 under the 1997 Plan are summarized as follows: 

Nonvestod Rerbleted Stock-DlrPetar Equity Plans 

Nonvested balance at Dec. 31,2006 
Granted 
vested 
Forfeited 
Nonvestsd balance at De<. 31,2007"' 

The weighted w m g e  remaining contractual 1- is 2 yean. ( I )  
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Under the 1997 Plan, 35,000 stock options were granted in 2005 with a weighted a v m ~ e  fair value ofs3.95. h addition, 5,000 shares of unrestricted ~ommon 
stock were granted in 2005, with a weighted average fair value of $16.21. No stock options were granted in 2007 or 2006. Stock option tmsc f ions  duing  the year 
ended Dec. 31,2007 undcr the 1997 Plan are summanzed as follows: 

S R r k  Option+Diiector Equity Plans 'I' 

Oulstanding balance st Dee. 3 I ,  2006 
Granted 
Exercised 
Expired 
Outsmding balance at Dec. 3 I, 2007"' 

Exerciseable at Dec. 31,2007.' 
Available for future grant at Dec. 31,2007 

(I) 
(2) Optionpicesrangcfrom$11.09to$31.58pershare. 
(3) Optionpricerrangefrom$11.09to$16.21 pershare. 

Dividend Reinvestment Plan 

Stock options granted under the Director Equity Plans vest immediately 

In 1992, T K O  Energy implemented a Dividend Reinverlmenl and Common Stock Purchase Plan. TECO Energy nised $3.9 million and $4.4 million of 
common equity from this plan in 2007 and 2006, respectively. 

Common Stock 

On Jan. 18,2005, TECO Energy issued 6.85 million shares ofcommon stock as pan ofthe final senlement for the remaining outstanding equity security mi l l  of 
TECOCapital Trust IT, receivingappmrimately $180 million ofproceeds from the settlement. 

Shareholder Rights Plan 

In accordance with the company'r Shareholder Rights Plan, a Right lo purchase one additional share ofthe company's common stock at a pice of $90 per share 
is attached IO each outstanding share ofthe company's common Stock. The Rights expire in May 2009, subject 10 extension. The Rights will become exercisable I O  
business davs after a nermn acouires 10% or more ofthe comoanv's oustandine common stock or commences a tender offer that would result in  such omon ownine . ,  I I 

IO% or more of such stock. If any person acquires 10% or more ofthe outstanding common stock, the tights ofholdem. other than the acquiring penon, become rights 
to buy shares of common stock ofthe company (or ofthe acquiring company ifthe company is involved in a merger or other business combination and is not the 
surviving corporation) having a market value of twice the exercise price ofeach Right. 

The company may redeem the Rights at a nominal p i ce  per Right until I O  business days afler a person acquires 10% or more ofthe outstanding common stock. 
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lo. Olher Comprehensive Income 

T K O  Energy reponed the following other comprehensive income (loss) (OCI) for the years ended Dec. 3 I, 2007, 2006 and 2005. relatcd 10 changes in lhs fair 
value of cash flow hedges and amoniration of unrecognized benefit costs associated with the company's pension plans: 

Other comprehensive income (loss) 

,m!,,J.,,u, Gross 
2007 
Unrealized 105s on cash flow hedges $ (3.7) 
Less: Gain reelassiiied to net income (6.5) 

Lois on cash flow hedges (10.2) 
Amortization of urew&ed benefit costs 4.3 

14.2 
13.7 

Recognized benefit costs due to curtailment 
Unrecogttized benefits due to remea~wemmt 

3006 
Total other comprehensive income $ 22.0 

Unrealized gain on cash flow hedges 
Less: Gain reclassified to net income 

Gain (loss) on cash flow hedges 
Additional minimum pension liability 

3005 
Unrealized gain on cash flow hedga  
Less: Gain reclassified !a net income 

Gain (loss) on cash flow hedges 
Additional minimum pension liability 

Total other comprehensive income 

Total other comprehensive loss 

P 

69.5 
5 690 

$ 7.3 
(5.7) 
I .6 

(11.8) e) 

" .  
Unrecognized other benefit losses, prior service costs and transition obligations 3,' 

Net unrealized (losses) gains f" cash flow hedges"' 

Total accumulated other comprehensive loss 

( I )  Net oftan benetitof58.3 millianand$13.9millionasofDec.31,2007and2006,respeclively. 
(2) 
(3) 

Ne1 of tax (expense) benetit of$(] .5) million and $5.5 million as of Dec. 3 I, 2007 and 2006, respectively. 
Nd o f a x  benefit (expense) of $3.8 million and S(0.2) million as of DCE. 3 I, 2007 and 2006, RSpectiVdy. 
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$ (1.4) 
2) 

(3.9) 
I .9 
5.5 
5.2 

$ 8.7 

$ -  

- 

(0.2) 
(0.2) 
26.8 

5 26.6 

6 3.7 

I .7 

__ 

2 0 )  

(4.6) 
-0 

Net 

$ (2 .3 )  
(4.0) 

(6.3) 
2.4 
8.7 
8.5 

$ 13.3 

I -  

__ 

42.7 
5 424 
- 
__ 

ZW7 

5 (13.3) 
__ 

2.3 

3) 
$ (17.2) - 

1006 - 
s (22.0) 

(8.6) 
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11. Earnings Per Share 

For the years ended Dec. 3 I, 2007,2006 and 2005, stock options for 5.8 million shares. 7.0 million sharer and 5.4 million shares, respectively, were excluded 
from the computation of diluted earnings per share due to their antidilutive effect. 

Earnings per Share 

(millions, u c e l u p r  shew mmunrd 
ForthryranmdedDic. J I ,  
N"lIWl&?tOl 
Net income from continuing opemtims, baric 
Effect of contingent performance shares, net oftax 
Net income from continuing operations, diluted 
Diumlinued operations, net oftan 
Net income, diluted 

Denominator 
Average number of shares outstanding-basic 
Plus: Incremental shans for unvested restricted stack and assumed cmvesims: Stock options at end of 

Less: Treasury shares which could be purchased 
Average number of shares ouetmdingdilutsd 
E s m i n g ~  per share from continuing operations 

Earnings per share from discontinued operations, net 

Earnings per share 

period, unvcsted unrestricted stock and contingent performance shams 

1lmi 

$ 398.9 - 
398.9 

14.3 
$ 413.2 

209.1 

3.6 
(2.8) 

209.9 
$ 1.91 
$ 1.90 
$ 0.07 
$ 0.01 
$ 1.98 
$ 1.97 

- 

2006 

$ 2444 
- 

244.4 
1.9 

$ 246.3 

207.9 

3.3 
(2.5) 

208.7 
$ 1.18 
$ 1.17 
s 0.01 
$ 0.01 
$ 1.19 
$ 1.18 

- 

zoo5 __ 
$ 211.0 

209.0 
63.5 

$ 272.5 

2) 

- 

206.3 

5.4 

208.2 
$ 1.02 
$ 1.00 
$ 0.31 
IE 0.31 
6 1.33 
$ 1.31 

3) 
- - 
- 

- 
12. Commltmenfr and Contingencies 

Legal contlngeneies 

Selflrmenf o/rhr Securifie.~ C10.w AcIion 

A number of securities class action lawsuits (which were subsequently consolidated) were filed in 2004 against the company and certain current and former 
o f k e n  by purchasers ofTECO Energy Securities (thc Securities Class Action). On Jul. 12,2007, thc U S  District Coun entered a pwliminary order approving the 
settlement of the Securities Class Action. On Oct. 18,2007, the U.S. District Coun entered a final order approving the settlement. The maner is now closed. 

We31 LB Letter o/ Credit Licipzkm 

In February 2005, West LE sued TPS McAdams L E  (TPS McAdams), an indirect wholly-awned subsidiiuy of the company, as a result of the a third pany 
default under the McAdams comtmction contract in 2002. On l u l .  9,2007, the U.S. Bankruptcy Court Judge ruled in favor ofTPS McAdams and granted its motion to 
dismiss West LB's amended complaint that TPS McAdams presented for payment pursuant to a letter ofcredit fraudulently. West LE appealed the dismissal of its 
amended complaint and TPS McAdams filed a motion to recover its altomeys fees for defending the lawsuit in the event West LB was unsuccessful in its appeal. TPS 
McAdams and West LB entered into B settlement agreement and the case has been dismissed with prejudice. The matter is now closed. 
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G w p  Arbflrolion 

On Aug. I I ,  2006, TPS International Power, Inc. (TPSI) received a favorahle ruling from the Bogota Chamber of Commerce Arbitration Tribunal (the Tribunal) 
in the arbitration demand by a Colombian trade union regarding a I9Y6 transaction that was never consummated related IO the potential purchase and financing o fa  
power plant. The Tribunal found no liability on the pan ofTPSl and found that it had no jurisdiction over TECO Energy or any ofits subsidiaries. 

Following the Tribunal's finding, the union filed a petition for annulment in the ordinaly courts on Aug. 3 I ,  2006. The union was ordered to file its detailed 
petition citing the record to subsmtiate its annulment claim on Oct. 12, 2OOb but if failed to do so. T h e  courtkppointed Tribunal issued B confirmation that the matter 
was closed. In early December 2006, the union filed two separate procedural petitions asking the Tribunal to KI aside its determination claiming that the union's 
paition was barred due to the missed deadline, on the basis that the Tribunal's "Notification ofthe Oct. 12 dale" was technically deficient. On Mar. 20.2007, the Caun 
found against the union on pmcedural grounds on i ts petition to revoke the Courl's action vacating the petition for annulment. On Mar. 27.2007, the union filed a 
petition to review the Mar. 20,2007 ruling and P S I  has opposed that petition. In late September 2007, the Coun ruled in the Company's favor and denied the union's 
petition. Suhsequenlly, the union filed an extraordinary procedural tactic which was also denied by the Coun. Under Colombian law. the matter IS considered closed. 

Other- I . w e s  

From time to time, TECO Energy and its subsidiaries are involved in various other legal, lax and regulatory proceedings before various couns, rcgulatoi) 
commissions and gove"enta1 agencies in the ordinaly course of its business. Where approptiatc, accruals are made in accordance with FAS No. 5 ,  AccmnffWJ"r 
Connngolcier , to provide for manem that are probable ofresulting in an estimable, material loss. While the outcome ofsuch proceedings is UnceMin. management 
daes not believe that their ultimate resolution will have a m a t e d  adverse effect on the company's results of operations or financial condition. 

Superfund and Former Manufactured Cas Plant Sites 

Tampa Electric Company, through i ls Tampa Electric and Peoples Gas divisions, i s  a potentially responsible paiiy (PRP) for CeMin superfund Sites and, through 
its Peoples Gas division, for c e ~ i n  f m e r  manufachrred gas plant sitss. While the joint and several liability associated with these sites presents the potential for 
signiftcant response costs, as of Dec. 3 I ,  2007, Tampa Electric Compvny has estimated its ultimate financial liability to be approximately $1 I .5 million primarily at 
PGS, and this amount has been accrued in the company's financial statements. The envimnmental remediation costs associated with these sites, which are expected IO 
be paid over many years, are not expected to have a significant impact on customer prices. 

T h e  estimated amounts represent only the estimated ponion ofthe cleanup costs attributable IO Tampa Electric Company. The estimates to perform the work are 
based on actual estimales obtained from contracton, or Tampa Electric Company's experience with similar work adjusted for rite specific conditions and agreements 
rith tho respective govemmcntal agencies. The are made in curcent dollars, are not discounted and do not assume any insurance recoveries. 

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

Factors that could impact these estimates include the ability of other PRPs to pay their pro-rata portion ofthe cleanup costs, additional testing and investigation 
which could expand the r o p e  ofthe cleanup activities, 
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additional liability that might anre from the cleanup activities themselves or changes in laws or regulations that could require additional remediation. These costs are 
recoverable through cuaamer rates established in subsequent base rate proceedings. 

Long-Term Commitments 

TECO Energy has commitments under long-term leases. primatily far building space, office equipment and heavy equipment. 

Total rental expense for these leases, included in "Operation olher erpense4thei '  on the Consolidatsd Statements of Income for the years ended D e .  3 I, 
2007,2006 and 2005, was $29.8 million, $30.0 million and $28.3 million, respectively, including 1-es of marine equipment ai TECO Transport, which was sold on 
Dcc. 4, 2007. 

The following is a schedule of future minimum lease payments at Dec. 3 I ,  2007 for a11 leases with non-cancelable lease terms in excess of one year: 

Future Minimum Lease Payments of Leases"' 

YewmdedDer. 3,. 
2008 
2CO9 
2010 
201 I 
2012 
Thereafter 
Total mmimum lease payments 

A",O"", ,",;,,:on,, 

5 5.4 
11.7 
11.1 
I 1  0 
11.1 
R3.7 

134.0 

(1) This schedule includa the fixed capacity payments rcquired under a capacity and tolling agreement of Tampa Electtic which commences Jan. I .  2009. In 
accordance with the provisions of ErrF 01-08. Derermioing Mether an Arorigemenr Conloins o Lease, the company evaluated lhe 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 
clause (See Note 3 ). 

Gusranteoe and Letters of Credit 

TECO Energy ~ccoums for guarantees in accordance with FASB Interpretation No. (FIN) 45, Guorantorh Accounling andDirciorure Requiremenrs,/br 
Guoronrces, Imluding Indirect Guormtees qflndebrednrss of Others (an interpretorion ofFASB Srorenrerzrs No. 5, 57ond 107 andrescission qfFASB Intr~pretalion 
No. 14) .  Upon issuance or modification a f a  guarantee the company determines if the obligation is subject io either or both oflhe following: 

Initial recognition and initial measurement of a liahility: andor 

Disclosure ofspecific details ofthe guarantee. 

Generally, guarantees ofthe performance a f a  third pany OT guarantees that are based on an underlying (where such a guarantee is not a derivative subject lo 
FAS 133) are likely to he subject to the recognition and measurement. as well as the disclosure provisions, o f F M  45. Such guarantees musf initially be recorded a1 fair 
value, as detennined in accordance with the inletpetation. 

Alternatively, guarantees between and on behalf of entities under common contrd or that are Similar fa product wananties are subject only to the disclosure 
provisions of the interpretation. The company must disclose information as to the term afthe guarantee and lhe maximum potenfial amount of future gross payments 
(undiscounted) under the guarantee, even iflhe likelihood ofa  claim i s  remote. 
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A summary of the face amount or maximum lheoretl~sl obligation under TECO Energy's lettea ofcredit and guarantees as of Dec. 3 I .  2007 are as follows: 

Letters of Credit and  Gunrantees 

(""m, 

- - - 2 5  Letten of credw 

TECO Cad 

6.7 
1.4", 
8.1 

Leuen of credit -. - -. 
Guarantees: Otherif - - 5.5 

5.5 - - 
Other unregulated 
Guarantees: 

Total 
- 3.9' '  Fuel purehadenergy management"' 53.7 ~. 

$ 6 1 . 7 $  - $ - $  32.3 
E -  c=__- 

6 9  2 4  
13.6 2.4 

__ - 

57 6 - - 
$ 94.u $ 3.8 - 

( 1  1 
(2) 

These guarantees renew annually and arc shown on the basis that they will continue to renew beyond 2012. 
The amounts shown are the maximum thearetical amount guaranteed under w m n t  agreemcnts. Liabilities recognized r e p ~ ~ e n t  the associated obligation of 
TECO Energy under these agreements at Dec. 31.2007. The obligations under these letters ofcredit and guarantees include net accounts payable and net 
derivative liabilities. 
TECO Trampon was sold effective Dec. 4,2007. The terms of the sale required that these lenen of credit be replaced by the purchaser; this was completed in 
2008. 

(3) 

Finsncid Covenants 

In order to utilize their respective bank facilaies, TECO Energy/TECO Finance and Tampa Electric Company must meet cenain financial tests as defined in the 
applicable agreements. h addition, TECO Energy, Tampa Electric Company and other operating companies have certain restrictive covenants in specific agreements 
and debt mstruments. At Dec. 3 I ,  2007, TECO Energy, Tampa Electric Company and the other operating companies were in compliance with all required financial 
c0ve"a"ts. 

13. Related Parties 

The company and its subsidiaries had cenain transactions, in the ordinary cour~e of business, wilh entities in which directom of the company had mteresls. Thhe 
company paid legal fees of $1.3 million, $1.2 million and $1.3 million for the yean ended Dec. 31,2007,2006 and 2005, respectively, to Ausley McMullen, P.A. of 
which Mr. Ausley (a director afTECO Energy) is an employe. Other tran~action~ were not material for the "ears ended Dec. 3 I .  2007. 2006 and 2005. No material 
balances were payable 8s af Dec. 3 I ,  2007 or 2006. 
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14. Segment Information 

TECO Energy is an electtic and gas utility holding company with significant diversified activities. Segments are determined based on haw management 
evaluales, measures and makes decisions with respect to the operations ofthe 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 1 3  I ,  D;sclosurri ohour Srgnimtr ofm Enterpdw ond Rrlar~~dln/ormulion . All significant 
intercompany transactions are eliminated in the consolidated financial mtemenfe of TECO Energy, but are included in determining reponable segments. 

During the fint qusner of ZOOS, the company revised intemal reponing information for the purpose ofevaluating, measuring and making decisions with rapect 
to the components which previously comprised the "Other Unregulated" operating segment. The revised operating segment, ''TECO Guatemala". is comprised of all 
Guatemalan operations. The remaining components are now included in "hhe r  & Eliminations". P h r  period segment results have been restated to reflect the revised 
segment s tmcf~~e .  In 2007, only historical data is presented for TWG Merchant as all merchant assets have been divested. Any residual results for 2WJ and 2006 are 
included in "Otherand Eliminations". 

2 
The information presented in the following table excludes all discontinued operations. See Note 20 for additional details of the cmnponents of discontinued 

operations. 
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segment Information " 

T". Peopba TECO 
,"",*O",, Elntr t  c.a Coal 

2007 
Rcvenues--outsiden 5 2 1 8 6 6 5  5 9 9 7 5  5445 
Sales lo affilmts 1 8  

Total rcvenue~ 2.1884 599 7 544 5 
Emings from unconwl. 

Depreciation and amortization 

Total intnest chargecl' 
lntmally a l l ~ e a t d  interest"' 

Provision (benefit) for taxes 
Net income fmm continuing 

Goodwill, net 
Investment in unconrolidated 

affiliates 

affiliates 

operations 1'' 

- - - 

178.6 40.1 3n.4 
112.2 17.1 12.5 

- 11.6 
85.2 16.4 46.3 

$ 150.3 $ 26.5 $ 90.9 
s - $  - $  

- 

- 

- .~ - 

TEC" TECO 
Trsn,!,"" CU.,P..I. 

$ 197 I $ 8 0 .  
93 2 

290 3 n o  

68.5 

5.6 0.5 
4.8 15.2 

0.8 14.9 
13.5 7.8 

$ 3 4 0  $ 44 7 E 

$ __ $ 59 4 

275.5 
Other no"-current inve~hnents 

- - 15.0 

Capital expenditures $ 373.8 S 4 9 . 2  $ 43.8 IE 25.1 $ 2.3 
2006 
Revenus-"biders $ 2,082.1 $ 577.6 $ 574.9 $ 205.1 $ 7.60*, 
Sales to affi1iatcs 2.2 - 103.4 

Eamings from unconsol. 

Depreciation and amortization 

- - 
Total -sets 4,838.3 761.4 501.2'" - 435.31' 

- - 

Total revenues 2,084.9 577.6 574.9 308.5 7.6 

- - - affi1,ates (0.3) 58.7 

Total interest charges" 107.4 15.2 10.6 4.5 15.0 
186.3 36.5 36.4 22.1 0.6 

InVmally dlocatsd interest"' 
- 14.6 9.9 (1.4) 

Provision (benefit) far taxes 80.3 18.8 35.6 10.9 8.7 
- 

Net income (10s) from 
continuingoperations"' $ 135.9 8 29.7 78.8 $ 22.8 $ 37.6 

Goodwill, net S - s  - 1 6  - $  - $  59.4 
lnveshnent in unconsolidated 

Other non~cul~enf investments 

Total assets 4,813.7 765.2 389.4"' 333.9 424.60, 
Capital expenditures $ 366.4 $ 54.0 $ 40.2 $ 16.5 $ 0.7 
2005 

Sales to affiliates 2.5 - 85.7 

Eamings from unconsoI. 

Depreciation and amoflimtinn 

Total interest charge"' 98.3 15.1 13.4 5.1 15.9 
lntemally allocated interesl"' 

Provision (benetil) for taxes 90.6 18.5 64.9 8.1 (1.9) 
Net income (loss) from 

affiliates - - .- 2.9 276.0 

- - ~~ - - 

Revenus-outsiders $ 1,744.3 $ 549.5 $ 505.1 $ 192.5 $ 7.7'. 
- - 

Total revenues 1,746.8 549.5 505.1 278.2 7.7 

affiliates - __ - (0.3) 57.9 

187.1 35.0 36.8 21.4 0.8 

- - 12.5 (0.6) 14.2 

$ 147.1$ 29 .69  115.4 $ 20.2 $ 40.4 continuing operations"' 

Goodwill. net s - $  - s  - 5 - E 59.4 
lnve~tment in unconsolidated 

Other "an-cumnt inwstments 
- - 274.0 affiliates - 2.9 

TOIal assets 

Other k 
Eliminanons 

$ 0.2 
(95.0) 
(94.8) 

- 
0.5 

96.0 

(27.3) 
45.0 

$ 52.5"' 
$ - 

- 

R O  
- 229 0 

$ - S 0 2  

16 - $ 0.2 

- (105.4) 
.. (105.6) 

- 0.5 

- 0.3 
125.6 

(23.1) 
- (35.6) 

- 

- 

$ - s (60.4)l" 
$ - 1 6  - 

14.0 

8.0 - 

- 635.0 
$ - $  (22.1)" 

$ 0.4 6 10.6 
- (88.2) 
0.4 (77.6) 

__ 2.8 

0.7 0.4 
10.4 130.5 

10.1 (36.2) 
(ia.9) (67.4) 

$ (14.6) 16 (127.1)'" 
$ $ - __ 

- 20.2 

8.0 
233.0 545.2 
- 

Told 
TECO 
FA~TLI 

$ 3,536.1 

3,536.1 

68.5 

263.7 
257.8 

- 

- 

214.2 

$ 398.9 
$ 59.4 

275.5 

23.0 
6.765.2 

$ 494.4 

5 3,448.1 

3,448.1 

58.9 

282.2 
278.3 

- 

- 
118.7 

$ 244.4 
$ 59.4 

292.9 

8.0 
7,361.8 

6 3,010.1 

6 455.7 

- 
3,010.1 

60.4 

282.2 
288.7 

- 

101.9 

$ 211.0 
$ 59.4 

297.1 

8.0 
7,170.1 
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Capital expenditures $ 203.5 I 42.5 $ 24.1 $ 18.1 $ 0.2 $ 6.9 $ - $ 295.3 

(I) From continuing operations. All periods have been adjusted to reflect the reclassification ofresults from operations to discontinued operations for CCC and BCH 
Mechanical, Inc. 

(2) Segment net income is reponed on a basis that includes intemally allocated financing costs. lntemally allocated cose for 2007,2006 and 2M5 were at pretax 
rates of 7.5%. 7.5% and R%, respectively, based on the average ofeach subsidiary's equity and indebtedness to TECO Energy assuming a 50150 debt/equity 
capital structure. lntemally allocated interest charges are a component o f  total interest charges. 

- - 
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(3) Net income for 2007 includes $20.2 million ofafler~tax debt extinguishment COS~S.  $149.4 miliion afler-ta\ gain on the sale of TECO Transpon and $16.3 

million after-tax in transaction costs. Net income for 2006 includes after-tax gains of $8.1 million an the sale ofMcAdams and $5.7 million on the sale oftwo 
steam turbines. Net income for 2005 includes $46.7 million after-tax ofdebt extinguishment charges al TECO Energy parent (includmg a $19.8 million non-cash 
charge). 

(4) 
(5) 
(6) 

(7) 

(8) 
(9) 

2007 results for T K O  Transport are through Dec. 3,2007. 
The carrying value of mineral tights as of Dec. 31,2007,2006 and 2005 was $1 8.9 million, $20.6 million and $22.5 million, respectively. 
Revenues for 2007,2006 and 2005 are exclusive of entities deconsolidated as a result of FM 46R and include only revenues for the consolidated Guatemalan 
entities. 

Included in other capifal expenditarcs is a cash offset of $22.1 million, related 10 the sale oftwo cm"ustion turbines by TPS McAdams to Tampa Electric. The 
corresponding capital expenditure is included in Tampa Electric's capital expenditures for 2MI6. 
Net income is comprised of samings from unconsolidated affiliates less: depreciation, interest charges, taxes and other net expenses of $0.3 million. 
Total assets represent primarily equity and advances invested in unconsolidated afliliates. As of Lkc. 3 I, 2007, the equity and advances balance due TECO 
Energy totaled $413.5 million. 

Tampa E l ~ t t i c  provides retail electric utility sewices to more than 668.000 customers in West Central Florida. PGS is engagcd in the purchase and distribution 
of naNral gas for more than 334,000 residential. commercial. industtial and electtic power generation cu~fomers in the state of Florida. 

TECO Coal, through its wholly-owed subsidiaries, o m s  mineral rights and owns or operates surface and underground mines and coal processmg and loading 
facilities in Kentucky, Tennessee and Virginia. TECO Coal acquired and began operating two synthetic fuel facilitiw in 2000, whose production qualifies for the non- 
c~nventional fuels tax credit. In 2003, these synthetic fuel operations were tranrfmed into a newly formed LLC for the purpose ofcontinuing grawh in the production 
and sale of synthetic fuel. In April 2003. TECO Coal sold 49.5% interest in this entity, with anothcr 40.5% being sold in 2004, and an additional 8% sold in 2005. 

TECO Transport, thm@ its wholly-owned subsidiaries, Vansported, stored and tmnsfened coal and other dry bulk commodities for third parties and Tampa 
Electric. TECO Transpon's subsidiaries operated on the Mississippi, Ohio and Illinois rivers, in the GulfofMexico and worldwide. TECO Transport was sold an Dec 
4,2007. 

TECO Guatemala includes the equity investments in the Sa" J o d  and Alborada power plants, the equity investment in DECA 11, and the TECO Guatemala 
parent company. 

TWG Merchant's assets were entirely divested by the end of2006. 

15. Asset Retirement Obligations 

TECO Energy ~ C C O U ~ ~ S  for asset retirement obligations under FAS 143, "Accounting for Asset Retirement Obhgationi' (FAS 143) and FIN 47 Amomringsfor 
Conditional Asset Reriremml Ob/i@ons . An asset retirement obligation (ARO) for a long-lived asset i s  recognized at fair value at inception of the obligation if there 
is a legal obligation under an existing or enacted law or stahlfe, a witten or oral contract, or by legal ~ o n ~ t m ~ t i o n  under the dactrine of promissory estoppel. Reliremeni 
obligations arc recognized only if the legal obligation exists in connection with or as B result ofthe permanent rcfirement, abandonment or sale of a long-lived asset. 

When the liability IS initially recorded, the carrying amount ofthe related long~lived asset i s  correspondingly increased. Over time, the liability is accreted to its 
estimated fulure value. The corresponding amount capitalized a1 inception is depreciated over the remaining useful life ofthe asset. The liability must be revalued each 
penod based on current market ptices. 
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TECO Energy has recognized asset retirement obligations for reclamation and Site restoration obligations principally associated with coal mining, storage and 
tiansfer facilities. The majoetty of obligations arise from envimnmental remediation and restoration activifie~ far coal-related operations. Prior to the adoption of FAS 
143, TECO Coal accrued reelamation costs for such activities. For T W O  Coal, the adoption of FAS 143 modified the valuation and accrual methods used to estimate 
the fair value of asset retirement obligations 

For the y e a  ended Dec. 3 I ,  2007,2006 and 2005, TECO Energy recognized $1.4 million, $1.5 million, and $1.6 million of accretion expense, respectively, 
associated with asset retirement obligations in "Depreciation and amortization" on the Consolidated Statemenlr of Income. 

Reeonciliation of beginning and  ending carrying smount of asset retirement obligations: 

De<. 31, 
~m""o.l, 2007 2006 

Additional liabilities 0.1 3.5 
Liabilitia settled (7.0) (2.4) 
Accretion expense I .4 I .5 
Revisions to estimated cash flows - 7.3 

Beginning balance $ 52.7 $ 42.2 

Other" 

Ending balance 
0.6 - 0.6 

$ 47.8 = 16 52.7 - 
( 1 )  Accretion expense reclassed as a deferred regulatory asset 

During 2006, estimated cash flows used in determining the recognized asset retirement obligations were adjusted by $7.3 million at Tampa Elccttic Company. 
The amount is related lo thc increased cost of removal of matends used for the generation and IranSmiSsion ofpower. There were no adjustments to estimated cash 
flows in 2007. 

As regulated utilities. 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 cost ofrmoval faclor, expressed as a 
percentage. The net salvage factor is principally comprispd aftwo componen l sa  salvage factor and a cost of removal or dismantlement factor. The company uses 
current cost of removal or dismantlement factors as part ofthe estimation methad to approximate the amount of cost ofremoval in accumulated depreciation. 

For Tampa Electric and PGS, the original cost of utility plant retired or othenvise disposed of and the cos1 ofremoval, or dismantlement, less salvage value is 
charged to accumulated dcpreciatian and the accumulaled cost of removal reserve rrported as a regulatory liability, respectively. 

16. Merger$ Acquisitions and  Dispositions 

sals ~ ~ T E C O  T I ~ ~ S ~ O ~ I  

On Dec. 4, 2007, TECO Diversified, Inc., a wholly-owned subsidiary ofthe company, sold its entire inlerest in TECO Transport Copra t ion  for cash to an 
unaffilialed investment group. The selling price was $405 million, subject to 8 working capital adjutmen1 and resulted in a pretax gain of$2Zl.3 million, which is net 
of transaction-related costs. In accordance with the provisions of SFAS 144, Acmunfin&r the Impoirmml or Disposal ofLorrg-LivedAsser~.~ (FAS 144), as a result of 
its significant continuing involvement with Tampa Electric Company related to the waterborne tranzportalion of solid fuel, the res~hs of TECO Transport were reflected 
in continuing operations. 
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sale or Properties 

During the year ended Dec. 31,2006, the company sold two 101s adjacent to the corporate office in downtown Tampa. Florida to third pvny real estate 
developers. The sales included total proceeds of $I 5.0 million and resulted in pretax gains of $6.4 million. Included in each =le agreement was the ability to lease the 
properties until construction commenced and options to repurchase the properties after a certain period oftime in the event the lots were no1 developed. As a result of 
this continuing involvement, the Iota1 gain was being deferrsd until such time as the coniinuing involvement terminates. During 2007, the opfion to repurchase one of 
the lots expired and construction 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 Nrbine generator located in Maticopa County, Arimna to a third party for a net after-tax gain of$2.6 million. In 
December 2006, the company sold a second steam turbine generator dm located in Maicopa County, Arimna 10 a third party for a net aRer-ta\ gain of $3. I million 

Sale of TPS MeAdnms, LLC 

On Jun. 23, 2006, TPS McAdams. LLC, an indirect subsidiaq ofTECO Energy, was sold 10 Von Boyett Corporation for F I .2 million in cash. The assets of TPS 
McAdams, LLC had been impaired in 2004 10 an estimate of salvage vduc, which iiicluded allowances for potential future site restoration costs. In the first quarter of 
2006, TPS McAdams, LLC sold the combustion turbines at the site to Tampa Electric at the hook value contemplated in the salvage estimate. The sale and hansfer of 
TPS McAdams, LLC, includinE its remaining assets and any potential Site restoration costs at terms better than contemplated in the salvage estimate, resulted in a pretax 
gain of$10.7 million ($8.1 million after-tax) being recopized in c ~ n t i n u i n g ~ p e r a t i ~ n ~ .  

Sale of TECO Thermal 

In May 2006, the company sold the assets ofTECO T h m a l ,  an indirect subsidiary of TECO Energy, to a third party. Total proceeds on the sale were $8. I 
million and resulted in an afler~tax gain of$0.5 million. 

Dell Power Station 

On Aug. 16, 2005, an indirecl subsidiary of T K O  Energy completed the sale of substantially all of its assets, including the Dell Power Station, to Associated 
Electric Cooperative, Inc., a Missouri electric cooperative. for $75 million. The =le resulted in a pretax gain of $23.2 million ($14.9 million after-tax). TECO Energy 
retained certain other operating liabilities totaling $I I .O million pretax ($7. I million after-tax). The net after-tax impact of $7.8 million is included in continuing 
operations. 

Union and Gila River Projpet Companies 

On Jun. I ,  2005, the company completed the sale and transfer ofownership of ils indirect subsidiatics, Union Power Partners, L.P., Panda Gila River. L.P., 
Tians-Union Interstate Pipeline, L.P., and UPP Finance Ca., L W ,  o w m  of the Union and Gila River power Stations in Arkansas and Arizona, respectively 
(collecrively, the hojects) to an entity owned by the Projects' lenders in the manna  set forth in the Projects' confirmed Join1 Plan ofReorganilation. In connection with 
the transfer and the related release of liability, the company and its indirect subsidiaties paid an aggregate of $3 I .8 million, consisting of$30.0 million to the Project's 
lenders as consideration for release of liability and $1.8 million as reimbursement of legal fees for two non-consenting lenders in the recently concluded Chapter I I 
proceeding. 
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BCH Mechanical, Inc. 

On Jan. 7.2005, an indirect subsidiary ofTECO Energy completed the disposal of its 100"h interest in BCH Mechanical, Inc. (BCH) pursuant to a Stock 
Purchase Agreement dated as of Dee. 3 I ,  2004. The purchaser of BCH was BCH Holdings, he., majority owned at that time by Dalyl W. Blume, who was a Vice 
President of BCH and one of the ownen of BCH when it was purchased by a subsidiary of TECO Energy in September 2000. Under the transaction, TECO Energy 
retained BCH'a net wo'king capital determined as 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 ofstock. This modification resulted in an additional after-tax loss of $ I  .4 million on lax~related a ~ ~ e t s .  The results of BCH are 
reflected in discontinued operations for all penodr presented (see Note 20 ). 

Synthetic Fuel Fseilities 

Effective Apr. I, 2003, TECO Coal sold a 49.% indirecl interesl in Pikc Letcher Synfuel, LLC (PLS), which owns synthetic fuel production facilities located at 
TECO Coal's operations in eastern Kentucky. In May 2004, TECO Coal sold an additional 40.5% of its membership interest in the synthetic fuel faciliiics 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 cunailment of synthetic 
fuel production when oil prices are above certain thresholds and to allow the company the right, but not the obligation, to 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 of $20 million ofthe $50 million restricted cash that 
had been held in CSCTOW. Generally, revenue is recognized as Ihe monthly installments are received. Because the purchase price for this sale, as well BE the other sales of 
ownership interests, i s  related 10 the value oftax cndtts generated through December 2007. it was subject to a reduction to 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 Depanment of Energy. In addition to retaining a 2% 
membership interest in the facilities, TECO Coal continued to supply the feedstock and operate the facilities through the expiration of the agreement on Dec. 3 I. 2007. 

17. Goodwill and Other Intangible Assen 

SFAS 141, Businm Combinariow, requires all business combinations be accounted for using the purchase mahod of accounting. Under SFAS 142 Goohvill 
andother Iniongibie Assets (PAS 142), goodwill is not subject to amonilation. Rather, goodwill and intangible assets, with an indefinite life, are subject to an annual 
assessment for impairment by applying a fair-value-bared test. Intangible a ~ s e t ~  with a measurable useful life are required la he amortized. 

As required under FAS 142, TECO Energy reviews recorded goodKill and intangible ~ S S ~ I S  st least annually during the fourth quaner, for each reponing untt. 
Reporting units are generally determined as one level below the operating segment level; reponing units with similar charactenstics are grouped for the purpose of 
determining the impairment. if any. of goodwill and other inlangible assee. The fair value for the reporting umts evaluated is generally determined using discounted 
cash flows appropriate for the business model afeach significant group of assets wahin each reporting unit. The models incorporate assumptions relating to future 
results of operations that are based on a combination ofhistorical experience, fundamental economic analysis, observable market activity and independent market 
studies. Management periodically reviews and acjusts the assumptions, as necessary, to reflect current market conditions and observable activity. I fa  sale is expected ~n 
the near term or a similar transaction can be readily observed in the markerplace, then this information is used by management to c~timafe the fair value of the reponing 
unit. 

At Dec. 3 I .  2007, the company has $59.4 million ofgoodwill an 11s balance sheet, which is reflected in the TECO Guatemala segment. In conducting its annual 
impairment assessment, the company determined the fair value of the Guatemalan reponlng unif supported the goodwill. The balance ofgmdwill arose from the 
purchase ofmultiple entities as a result ofthe company's investment in i s  operatiom in Guatemala. 
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18. AIIet Impdrments 

The company ~ C C O U ~ ~ S  for asset impairments in accordance with FAS 144, which requires that long-lived a r s e t ~  be tested for recoverability whenever e v s m  or 
changes in circumstances indicate that its carrying value may not be recoverable. If i t  is determined that the carrying value is not recoverable, an impairment charge is 
made and the value ofthe asset is reduced to the recoverable amount. When the impaired asset is disposed of, if the considemtion received is in excess ofthe reduced 
carrying value, a gain would then be recorded. (See Note 16 )In accordance with FAS 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 fourth quarter of2005, a p re tu  impairment charge of63.2 million ($2.1 million n f w  tar) was recognired related to the company's investment in the 
McAdams power station. The reduction in fair value resulted from an updated strategic review d t h e  potential salvage Options (including asset retirement obligations 8s 
a result of exiting the facility) following the decision to sell the combustion turbines old certain allcillary equipment to Tampa Electric. 

19. Vuiable Interest Entities 

T K O  Energy accounts for variable interest entities (VIES) under FM 4hR, Consolidation "JVariahIe lnleresl E ~ i l i e s .  on infetp,relulion ofARB No. 51 (FM 
46R). 

The company formed TCAE to own and constmct the Alborada Power Station and the company formed CGESl to own and consmct the San lor& Power 
Station. Both power statiom are located in Guatemala and both projects obtained long-term power purchase agreements (PPA) with EEGSA, a distribution utility in 
Guatemala. The terms ofthe two separate PPAr include EEGSA's right to the full capacity ofthe plants for IS years, U.S. dollar based capacity payments, cenain terms 
for providing fuel, and cenain other terms including the right to extend the Albarada and San lose contracts. Management believes that EEGSA is the primary 
beneficiary ofthe variable interests in TCAE and CGESJ due to the terms affhe PPAs. Accordingly, both entities were deconsolidated as oflan.  I, 2004. The TCAE 
dcconsolidation resulted in the initial removal of $25 million ofdeht and $15. I million of net assets from TECO Energy's Consolidatcd Balance Sheet. The San l o d  
decansolidalion resulted in the initial removal of $65.5 million of debt and $106.6 million ofnet assets from T K O  Enagy's Consolidated Balance Sheet. The results of 
operations for the two projects are classified 8s "Income from equity investments" on TECO Energy's Consolidated Statements of Income since the date of 
deconsolidalion. TECO Energy's estimated maximum loss exposure is its equity investment of approximately SI  88.8 million in these entities. (See Note 14 for 
additional financial information related to these projects). 

Pike Lefcher Synfuel, LLC was established as pan ofthe Apr. I .  2003, sale of TECO Coal's synthetic fuel production facilities. While TECO Energy's 
maximum loss exposure in this entity was its inveStment of approximately $8.2 million, the company could have lost potential eamings and incurred losses related to 
the production costs for synthetic fuel. in the event that such production created non-conventional fuel tax credits in excess of TECO Energy's or the othcr buyers' 
capacity 10 generate sufticient taxable income to 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 FIN 46R through the expiration of synfuel production on 
~ e ~ .  31,2007. 

In 1992, a subsidiary ofthe company, Hardee Power Partners, Ltd. commenced ~ m ~ t m ~ t i o n  ofthe Hardee Power Station in cenml Florida. HPP obtained dual 
209ear PPAs with Tampa Electric and another Florida utility company to provide peaking capacity. The company sold its interest in HPP to an affiliate of lnvenergy 
LLC and GTCR Golder Rauna  LLC in 2W3. Under FM 46R, the company is required to make an exhaustive effon to obtain suficient information to determine if 
HPP is a VIE and which holder of the variable interests is the primary beneticiary. The new owners of HPP are not willing to provide the information necessary to make 
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these determinations, have no obligation to do so and the infomatian is not available publicly. As a result, the company is unable to determine ifHPP is a VIE and ii 
so, which vatiable interest holder. ifany. is the pimary beneficiary. The maximum exposure for the company is the ability to purchase electricity under terms ofthe 
PPA with HPP at rates unfavorable to the wholesale market. 

20. 

Union and Gila River Project Companies (TPGC) 

Discontinued Operations and Assets Held far Sale 

Net income from discontinued operations in 2007 was $ 14.3 million, after-tax, rctlating a favorable ~ o n ~ l u ~ i o n  reached in the second quarter with taxing 
authorities for the 2005 disposition of the Union m d  Gila River merchant power plants, discussed below. 

On Juri. I, 2005, the company completed the previously announced sale and transfer ofownership afi ts  indirect subsidiaries Union Power Panners, L.P., Panda 
Gila River, L.P., Trans-Union Intenfate Pipeline, L.P., and UPP Finance Co., LLC, o w e n  of the Union and Gila River power stations in Arkansas and Atizona, 
respectively (collectively, the Projecw) to an entity owned by the Projects' lenders in the manner ret fonh in the Projects' confirmed Joint Plan ofReorganiation. In 
~onnectian with the transfer and the related release of liability, the company and i t s  indirect subsidiaries paid an aggregate of $3 I .8 million, con~isting of$30.0 million 
to the Project's l endm as consideration for the release of liability and $1.8 million 8s reimbursement of legal fees for two "on-consenting lenders in the Chapter I I 
proceeding. As a result of the transaction, the company recorded a non-cash, pretax gain of $1  17.7 million ($76.5 million after a), which is reflected in discontinued 
operatmns. Through the May 3 I, 2005 effective date ofthe transfer to the lending group, the net equity ofthe Pmjects was reduced by accumulated unfunded operating 
1011es prtmarily related tu unpaid accrued interest expense on the Projects. As a result ofthhc recognition of these subsequent losses, the book value ofthe assets was less 
than the book value of non~recour~e project financing at the effective date ofthe sale and transfer 10 the lending group. Accordingly, the gain on the disposition 
represents the transfer ofequity in the projects and the related non~recoume debt and other liabilities in excess ofthc asset value ofthe pmjects. 

As an asset held for sale, the assets and liabilities that were expected to be transferred as pan of the sale were reclassified an the balance sheet. The results from 
operations and the gain on sale have been reflected in discontinued operations for all petiods presented. The following table provides selected componenls of 
discontinued operations for the Union and Gila River project companies. 

Components of income from discontinued aperation-Union and  Gila River Project Companies 

,mill!ms, 
ForlhryrrrrrndrdDic Jl, 

Revenues 
Loss from operations 
Gain on sale before tax 

Income (loss) before provision for income taxes 
(Bene64 provision for income taxes 
Net income hom discontinued operatiom 

h,leresl Expense 

mol 2006 lW5 
$ -  $ -  16 109.1 

- - (23.0) 
- - 117.7 

- 90.0 
- 24.9 

$ 65.1 

- 

(14.3) 
$ 14.3 $ - 

In accordance with the Statement of Position 90-7, Financial Reponing by Entities m Reorganization Under the Bankruptcy Code (SOP 90-7). and the provisions 
ofthe U.S. banknrptcy code and the Joint Plan, interest expense an the Project entities' "on-recourse debt subsequent to the banknrptcy filing was not to be paid and 
was therefore not recorded. Had the bankruptcy proceeding not occurred, the Project entities would have recorded additional pretax interest expense of $44.3 million 
duing  2005, which would have been reponed in income (loss) f" discontinued operations. 
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Other transactions 

Components ofincome from discontinued operations also include TECO Thermal (sold in 2006). CCC (sold in 2005). and BCH Mechanical (sold in ZOOS). See 
Note 16 for additional details related to these sales. For all periods presented, the results from operations of each of these entities are presented as discontinued 
operations on the income statement. 

TiX following table provides sclected components of discontinued operations for transactions other than thr Union and (iila River projects tranractians: 

Components of income from discontinued OperstionsOther 

, ........ 
IOU6 200.5 -_ .  

Fo,,he,*d,' r"drdD.r I,. l o e l  
Revenuer $ -  S (1.8 $ 10.6 
Income (loss) from operations 
(Lns) gain on =le 
Income (loss) bcfoie provision for income taxer 

Provision (benefit) for income taxes 
Net income (loss) from dircontinuedoperations 

- 1.5 (0.3) 
- 0.8 2) 
- 2.3 (1.8) 

21. Derivatives and Hedging 

From time to time, TECO Energy and its affiliates enter info Futures, forwards, swaps and option contracts for the following purposes: 

Tu limit the exposure to price fluctutions for physical purchases and sales of natural gas in the course of normal operations at Tampa Electric and 
PGS; 

To limit the exposure to intsrest rate fluctuations on debt securitie~ 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 Io lhe reference price of 
domestically produced oil. 

TECO Energy and its affiliates use derivatives only to reduce normal operating and market risks, not for speculative purposes. The company's primary objective 
in using derivative instruments for regulated operations is to reduce the impact of market price volatility on ratepayers. 

The risk management policies adopted by TECO Energy provide a framework through which managemem monitors various nsk exparures. Daily and periodic 
reponing of positions and other relevant metrics are performed by a centralized risk management goup  which is independent of all operating companies. 

The company applies the provisions of SFAS 133, Accuunring/or Derivative lnsrrumenfs and HcdEittg Aciiviiier, as amended by SFAS 138, Accounri~g/or 
Ccnain Deriwlive lnslrumentr and Cerloin Hd@g Activiv and SFAS 149, Anmdmmr on Storemen1 133 on Deriwrive Insirunmls and Hedging Acfivifres . These 
standards require companies to recognize derivatives as either assets or liabilities in the financial satements, to measure those instruments at fair value, and to reflect 
the changes in the fair value ofthose inslrumenln as either componen:~ of M I 1  or in net income, depending on the designation ofthose mstruments. The changes in fair 
value that are recorded in OCI are not immediately recognized in current ne1 income. As the underlying hedged Iranraction matures or the physical commodity is 
delivered, the deferred gain or loss an the related hedging instrument inu~t be reclassified from OCI to earnings based on its value at the time ofthe instruments' 
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 assell (current and n~n-current) totaling $2.2 million and $7.2 million, 
and liabilities (curem and non-current) mtaling $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 to natural gas swaps. At Dec. 3 I ,  2006, $7.0 million in derivative assets were related to cmde 
oil options. The remaining $0.2 million of assets and $74.0 million of liabilities were related to natural gas swaps. 

At Dec. 31,2007 and 2006, accumulated other comprehensive income (AOCI) included an after~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 I2 months. Amounts recorded in 
AOCI reflect the estimated fair value based on market prices as of the balance sheet date, of interest rate derivative instmments designated as hedges. These amounts 
are expected to fluctuate with movements in market pices and may or may not be realized as a loss upon future 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 yeam ended Dcc. 3 I ,  2007, 2006 and 2005, TECO Energy and its affiliates reclassified amounts from OCI and recognized net pretax gains of $6.5 
million, $0.5 million and $5.7 million, respectively. (See Note 10 )Amounts reclassified from OCI were primarily rclated to cash flow hedges for physical purchases 
of fuel oil at TECO Trampon and TECO Coal. For these trpes ofhedge relationships, the gain on the derivative at Settlement is reclassified from OCI 10 earnings, 
which is offset by the increased cos1 of spot purchases for fuel oil. 

As B result of applying the provisions of FAS 71 tn accordance with the FPSC, the changes in value of natural gas derivatives of Tampa Electric and PCS are 
recorded as regulatory assets or liabilities to reflect the impact ofthe fuel recovery clause on the i s k s  of hedging activities. (See Note 3 )Based on the fair value of 
cash flow hedges at Dec. 31.2007, net pretax losses of S I  7.3 million are expected to be reclassified from regulatory assets or liabilities 10 the Consolidated Statement of 
Income within the next twelve months. 

At Dec. 31.2007, TECO Energy had a ''Crude 011 options receivable, net" asset totaling $78.5 million for transactions that were not designated as either a cash 
flow or fair value hedge. This balance includes the full Settlement valw of lhe crude oil options of $ 120.8 million, offset by the $42.3 million of margin call collateral 
collected. Thc~e derivatives wcre marked~to-market with fair value gains and IOSS~S recognized in "Other income" on the Consolidated Statements of Income. For the 
years ended Dec. 3 I ,  2007, 2006 and 2005, the company reco@iA gains on marked-to-market derivatives of $82.7 million. $2.9 million and $0.5 million, 
respectively. The increase in the gain kom 2006 10 2007 is reflective ofthe increase in oil prices and the total volume of barrels hedged, 2.8 million barrels in 2006 
comoaredto 25.1 mitlion barrels in 2007. 

22, TECO Finance, h e ,  

TECO Finance IS a wholly owned subsidiay of TECO Energy, hc. TECO Rnance's sole purpose is to raise capital for TECO Energy's divmlfied businesses 
TECO Energy is a full and unconditional guarantor of TECO Finance's securities. (See Note 7 ) 
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TECO FINANCE, INC. 

Condensed Balance Sheets 

(in ,"~l /~OW, 

Assets 

Current Assets 
Cash 
Advances-intercompan y 

Nowcurrent Assets 
pefened lax asset 
Unamortized debt expense 

Total Assets 
Wnbiiith and Capital 
Current Liabilities 
interesl payable 
Advances payabbintercompany 
Non-current Liabilities 
Long-term debt 

Capital 
Common staek and paid in Capital 
Remined deficit 

Total Liabilities and Capital 

Total Current Assets 

Total Non-Current Assets 

Total Liabilities 

Total Capital 

TECO FINANCE, INC. 

Condensed Statements of Operations 

,m ,",,,,on,, 
Forrbcieam rndrdDIf Jl, 

RWr""- 
Other Income 
inmest Expense 
Loss before benefit from income taxes 
Benefit (provision for) fmm income t a m  
Net ioss 

59 

Dee. 31, 
2007 

s 0.2 
737.6 
737.8 

I .m 
29.0 
30.8 

16 768.6 

$ 1.8 
-~ 

900.5 
16 902.3 

0.1 
(133.8) 
(133.7) 

$ 768.6 

De<. 31, 
1086 

$ 0.1 

0.1 

0.9 

0.9 

- 

- 

$ I .n 

s -  
133.4 

- 

$ 133.4 

0.1 
(132) 
(132.4) 
$ I .n 
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TECO FINANCE, INC. 

Condensed Statements of Cash Flows 

,in nillionr, 
Forchcynn enddDec.  JI ,  

Cash Flows fmmOpersting Activities 
Net loss 
Adjurments U, reconcile nd loss la net cash f” opprating activities: 

Defmed faxes 
Interest payable 
Other asses 

Cash Flows used in Operating Activities 
Cash Flows from Financing Activities 

Advancer 

Net increase (deerease) in cash 
Cash at the beginning of the year 
Cash at end of the year 

Cash Flows provided by Financing Activities 

23. Subsequent Events 

Tax-Exempt Auction Rate Bonds 

2007 

S (1.4) 

(0.8) 
I .8 

- 

3) 

2.2 
2.2 
0.1 
0.1 

$ 0.2 

- 
- 

- 
c 

- 
0.1 

16 0.1 = 

- 

0.1 
s 0.1 - 

On Feb. 19 and Feb. 26,2008 two series oftax-exempt auction-rate bonds totaling $IOS.R million issued for the benetit of Tampa Electric Company by the 
Hillsbomugh County Industrial Development Authority (HCIDA) experienced failed auctions and, in accordance with the terms of the bond indentures, the seven day 
interest rate on these Series reset to 14% Auctions on Feb. 19 for Tampa Electric’s three other sene$ of Lax-exempt auction-rate bonds with interest periods o f 7  and 35 
days tomling $1 X I  .O million senled a1 interest rates of  10% to 12% The interest rates sct in the Feb. 19 auction of i 1 %  and 12% on the Polk County Industrial 
Development Authority (PCIDA) Series 2007 and HClDA Series 2007C, respectively, are in effect until Mar. 26. On Feb. 26, the auction for the HClDA Series 2006 
senled a1 an interest rate of7.55% for the succeeding 7-day interest period. On Feb. 25 Tampa Electric Company notified the tmstec for the mx~exempt bonds issued for 
the benefit ofthe company by the HClDA and PClDA that the company has elected 10 purchase in lieu ofredemption the $75 million PCIDA Solid Waste Disposal 
Revenue Refunding Bands (Tampa Electric Company Project) Series 2007, and the S 125.8 million HClDA Pollution Conmi Revenue Refunding Bonds (Tampa 
Electric Project) Series 2007 A, Band C, on Mar. 26,2008, which i s  an interest payment date. The company does not intend to extinguish or caneel the bands upon 
such purchase. 

With respect to the company’s remaining tax-exempt auction rate bonds, the $86.0 million HCIDA Pollution Control Revenue Refunding Bonds (Tampa Electric 
Company Project), Series 2006, the company plans to conven such bonds on or afler Mar. 19,2008 to a tired-rate mode pursuant to the t a m s  ofthe Loan and Trust 
Agreement governing those bonds, which allows far their conversion from an auction rate mode to other interest rate modes. 

Because the auction r a t e  reset every 7 days for $191.8 million of these 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 ofthc date ofthis 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-owned subsidialy, paid $3.7 million to adjust the working capilal estimated at Dec. 3 I, 2007 related to the 
sale ofTECO Transpon Calporation to an unafiliated investment group (see Note 16 ). 

24. Quarterly Data (unaudited) 

Finanrid data by quarter i s  as fallows: 

(millions, u c Q p r  rhan anounrr) 
Quam, e d e d  

2w7 
RW.%WS 

Income from operations 
Net income 

Net income f" continuing operations 
Net income 

EPS f" continuing operations 
EPS 

EPS fmm continuing operations 

Earnings per share (EPSt-baqic 

Earnings per share (EPSWiluted 

Ers 
Dividends paid per common share 
Stock price per common share" 

High 
LOW 

Close 

g Y m r  e m i d  

2006 
RWe""eS 
Income fram operations 
Net income 

Net income hom continuing opeTafims 
Net income 

EPS from continuing operations 
EPS 

EPS f" continuing operations 
EPS 

Eaming~ per share [EPSwasic 

Eamingr per share (EPSWiluted 

Dividends paid per c m m  share 
Stock price per common share'" 

High 
LOW 
Close 

D.C. 3, 'a 

$ 858.3 
S 328.8 

$ 173.9 
$ 173.9 

$ 0.83 
S 0.83 

$ 0.83 
S 0.83 
S 0.195 

$ 17.91 
$ 15.58 
0 17.21 

De. 31 

$ 826.2 
S 78.4 

S 48.4 
$ 48.9 

$ 0.23 
S 0.23 

$ 0.23 
F 0.23 
$ 0.19 

$ 17.50 
$ 15.57 
$ 17.23 

S 990.0 
S 141.7 

$ 92.8 

16 0.44 

$ 92.8 

$ 0.44 

$ 0.44 

$ 0.195 

S 17.71 
16 14.84 
$ 16.43 

6 0.44 

$ 922.9 
S 135.3 

$ 79.7 
$ 79.7 

$ 0.38 
$ 0.38 

$ 0.38 
$ 0.38 
S 0.19 

s 16.20 
$ 14.86 
$ 15.65 

Jun JO 

$ 866.5 
$ 87.7 

S 59.4 
$ 73.7 

- 

$ 0.28 
S 0.35 

16 0.28 
$ 0.35 
S 0.195 

$ 18.58 
$ 16.40 
$ 17.18 

,un 10 

$ 862.6 
$ 118.3 

$ 61.1 
6 62.5 

$ 0.29 
$ 0.30 

S 0.29 

$ 0.19 

S 16.75 
$ 14.40 
$ 14.94 

- 

s 0.30 

Mar. P I  - 
$ 821.3 
$ 78.4 

S 72.8 
16 1 2 8  

$ 0 3 5  
s 0.35 

S 0.35 
$ 0 3 5  
$ 0.19 

$ 17.49 
$ 16.22 
$ 17.21 

Mar. 3, 

S 836.4 

- 
6 '86.2 

$ 55.2 
$ 55.2 

$ 0.27 
$ 0.27 

$ 0.26 
S 0 2 6  
$ 0.19 

S 17.73 
$ 15.97 
$ 16.12 

( I )  
(2) 

Trading prices for common shares 
Founh quaner 2007 results include debt extinguishment charges and TECO Tramport results through Dm. 3,2007. See Note 16 for information regarding the 
sale oiTEC0 Transpon. 
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TAMPA ELECTRIC COMPANY 

INDEX TO CONSOLIDATED FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA 
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Consolidated Slalemmts o f  Caoilalization. Dec. 3 I. 2007 and 20011 

Notes to Consolidofed Financial Slalemcnls 

Financial Slatement Schedule I1 Valuation and Oualifvinri ACCOLIII~S and Rcscwcs fur the Y C ~  aided Dcc. 3 I, 2007. 2006 and 2005 

63 

63 

64-65 

66 

67 

6Y 

69-70 

71-93 

IO0 

102 

All mhn financial slatemen1 schedules have been omitted Since they are not required, are inapplicable or the required information is presented in the financial 
sfatemenls or notes thereto. 
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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 contml over financial reponing, as such term is defined in Rule 13a~ lS( t )  of 
the Securities Exchange Act of 1934, as amended. We conducted an evaluation of the effectiveness of Tampa Electtic Company's inlemal Control over financial 
reponing as of December 3 I, 2007 based on the framework in Intemal Control-htegrated Framework issued by the Comminee of Sponsoting Organizations ofthe 
Treadway Commission. Based on OUT eval~ation under this framework, our management concluded that Tampa Electtic Company's intemal e~nlro l  over financial 
reponing was effective as of December 3 I ,  2007. 

Report of Independent Regisrered Certified Public AccounIlng Firm 

To the Board of Directors and Shareholders ofTampa Electric Company: 

In our opinion, the consolidated financial statements listed in the accompanying index present fairly, in all malmhl respects, the financial position of Tampa 
Electric Company and its subsidiaries at December 3 I .  2007 and 2006, and the results oftheir operations and their cash flows for each ofthe three years in the petiod 
ended December 3 I, 2007 in conformity with accounting principles generally accepted in the United Sates of America. In addition, in OUT opinion, the financial 
statement schedule listed in the accompanying index presents fairly, in all material re~pects, the information set forth therein when read in conjunction with the related 
consolidated financial ~tatemenl~. These financial ~atements 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 satemen1 schedule based on our audits. We conducted our audits of these statements in accordance 
with the standards ofthe Public Company Accounting Oversight Board (United Sates). Those Standards require that wc plan and perform the audit to ohtain reasonable 
assurance about whether the financial statements are free af material misstatement. An audit induden examining, on a 1-1 bans, evidence summing  the amounts and 
disclosures in the financial statements, assessing the accounting principles used and significant estimafes made by management, and evaluating the overall financial 
~fatemenf presentstion. We believe that OUT audits provide a reasonable basis for our opinion. 

As discussed in Note 4 IO the financial sfafement~, the Company changed its method of evaluating its uncenain tax pmitions as ofJanuary I ,  2007. Also, as 
discussed in Note 5 to the financial ~taIemrnts, the Company changed its method ofaccounting far its defined benefit pension and other post-retirement plans as of 
December31.2006. 

Is/  PticewaterhouseCoopm LLP 

Tampa, Florida 
February 27,200R 
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Consolidated Balance Sheets 

"SSlllS 

ImiUionr) Dec. 31, 

Pmprty, plant nnd equlpmeot 
Utility plant in service 

Elect Tic 

Gas 
Constmction work in progress 
Pmpaiy, plant and equipment, at original costs 
Accumulated depreciation 

Other propcm 
Total properly, plant and equipment (net) 

current BSSDtE 

Cash and cash equivalents 
Receivables, less allowance for uncollectibles of $1.4 and $1.2 at Dec. 31, 2007 and 2006, respectivel) 

Inventories, 81 average COS1 

Fuel 
Materials and supplies 

CUrrent regu1at0ry assets 
Current derivative assets 
Taxes receivable 
Prepayments and other current assets 

Total current assets 
Deferred debib 

Unamortized debt expense 

Long-term derivative assets 
Other 

Total deferred debits 
Tatd  asset^ 

Long-term regulatory assem 

2807 

$ 5.262.0 

917.4 
363.6 - 

6,543.0 
(1,808) 

4,734.4 

4,7389 
4.5 

~ 

11.9 

238.8 

66.2 
58.0 
67.4 

0.3 
2.9 

11.6 
457.1 

22.9 
186.8 

I .9 
11.7 

223.3 
S 5,419.3 
- - 

N O 6  - 
$ 5,026.8 

877.7 
318.9 

6,223.4 

4,462.9 
4.4 

~ 

~ (1,760.5) 

- 
4,467.3 

5.1 

234.9 

63.7 
51.3 

255.7 
0.1 

15.0 
11.2 

637.0 

20.8 
231.3 

0.1 
8.6 

260.8 
5 5,365.1 

- 

- - 
The accompanying notes are an " e l  part ofthe consolidated financial atateinents 
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Conrolidated Balance Sheets (continued) 

Common stock 
Accumulated otha comprehensive loss 
Retained eamings 

Total capital 

Total capitalization 
Long-term debt, less amount due within one year 

Current IiabilitIeS 
Long-1- debt due within one year 
Notes payable 
Accounts payable 
Customer depmill 
Current regulatory liabilities 
Current derivative liabilities 
C u m t  deferred income taxes 
Interest accrued 
Taxes accrued 
Other 

Deferred credits 
Total currenl liabilities 

Non-current deferred income taxes 
Investment tan credits 
Long-t- derivative liabilities 
Long~term regulatory liabilities 
Other 

Total deferred credits 
Total liabilities and cspitll 

2w7 

$ 1,510.4 

(5.0) 
295.6 

1.801 .O 
~ 

~ 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 

- 

1086 

$ 1,428.6 

284 9 
1,713 5 
1,601 4 
3,314.9 

156.1 
48.0 

222.8 
129.5 
46.7 
70.3 
50.4 
26.6 
19.4 
11.2 

781.0 

390.5 
14.6 
3.7 

555.3 
305 I 

1,269 2 
$ 5,365 I 

The accompanying notes are an integral pan of the consolidated financial statements. 

65 

555 



TAMPA ELECTRIC COMPANY 
DOCKET NO. 080317-El 
SCHEDULE NO. F-2 
PAGE 327 OF 506 

Table of Contents 

TAMPA ELECTRIC COMPANY 

Consolidated Statements of Income and Comprehensive Income 

,",Uiun,, 
F o r l h r y i m  enddDec  5,. 

RWell"eS 
Electric (includes franchise fees and gross receipts taxes of $87.4 in 2007. $Xi .4 in 2006, and $70.6 million in  

Gas (includes franchise fees and grass receipts taxes of023.8 in 2007, $22.8 in 2W6, and $16.6 million in 
2005) 

2005) 
rota1 revenues 

Expenses 
operations 

Fuel 
Purchased power 
Cost of natural gas sold 
Other 

Mai"tRl?JWc 
Depreciation and amorti7ation 
Taxes, federal and state 
Taxcr, other than income 

Total expenses 
Income from operations 
Other l n ~ m e  

Allowance for other funds used du"g construction 
other income, net 

Total other income 

Interest on long~tem debt 
Other interest 
Allowance for bonowd funds used during constmction 

Interest charge 

Total interest charges 
Net income 
Other comprehensive 1011, net oftax 

Net unrealized losses an cash flow hedges 
Other comprehensive loss. net oftan 

Comprehensive Income 

2007 IOU6 

$ 2,188.4 $ 2,084 9 

599.1 577.0 
2,787.5 2,661.9 

947.9 906.8 
271.9 221.3 
389.9 365.3 
279.8 293.5 
113.9 111.8 
218.7 222.8 

99.8 96.8 
174.6 172.4 

2,496.5 2,390.7 
291.0 271.2 

4 5  77 
10.5 1 4 3  
I 5 0  17 0 

118.3 106.7 
12.6 17.0 
(1.7) (1.1) 

129.2 122.6 
176.8 165.6 

- 
__ ( 5 0 )  

15.0) 
$ 171.8 S 165.6 

2003 

$ 1,746.2 

549.5 
2,295.7 

546.8 
269.7 
350.2 
269.7 
91.8 

222.1 
107.8 
153.8 

2,011.9 
283.8 

~ 

6.3 
6.3 

98.3 
15.1 

113.4 
176.7 

~ 

~ - 
- 

$ 176.7 

The accompanying notes are an integral pan of the consolidated condensed financial sktements 
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Conralldsted Statements of Cash Flaws 

,mi,,;orU, 
F o r l h r y m n # d d D ~ c .  31. 

Cash f l o w  fmm apenting activities 
Net income 
Adjusmentn U, reconcile net income to net cash f" operating activities: 

DeprCCiatiO" 
Deferred income *xes 
IweStment tar credits, net 
Allowance for funds used during construction 
Gain on sale of businesdassets, pmax 
Deferred r e w Y e T y  clause 
Receivablcs, less allowance for un~~liect ibles  
1llventanes 
Prepayments 
Taxes a c c w d  
interest accrued 
A C E O U ~ ~ S  payable 
Other 

Cash flows from operating activities 
Cash flows from lnverlhg activities 

Cspitll expcndiNrcS 
Allowance for funds used during consVwtim 
Net pmfeeds f" sale of assets 
Purchase of a business 

Cash flows used in investing activities 
Cash flows from financing aclivltle$ 

Common stmk 
Proceeds from l o n g - l m  debl 
Repayment of long-lerm debt 
Net decrease in short~tem debt 
Dividends 

Net increase in  rash snd cash equtvdrnta 
Cash and cash equivalents at beginning of period 
Cash and rash equlvdcoti at end ofpeflod 

Supplemental disclosure of cash flow information 
Cash paid during d ~ e  year for: 
IntereSt 
Income faxes 

Cash flows used in financing activities 

2007 

$ 176.8 

2 18.7 
(45.6) 

(2.5) 
(4.5) 
(0.4) 

(9.2) 

123.7 
(3.9) 

(0.31 
9.5 

0 . 1 )  
(20.1) 

5.9 
445.0 

(423.0) 
4.5 
0.4 

(418.1) 

81.8 
444.1 

(356.9) 
(23.0) 

( I  66. I )  
(20.1) 

6.8 
5.1 

$ 11.9 

~ __ 

- 
$ 123.3 
$ 135.0 

The accompanying  note^ are an integral pan of the consolidated financial statements. 

07 

1006 

$ 165.6 

222.8 
(23.2) 

(2.5) 
(2.7) 

53.4 
0.6 

(1.3) 
(3.3) 
24.5 

1.2 
(9.1) 
29.8 

455.8 

(420.4) 

~. 

2.7 
- 
(1.41 

(419.1) 

51.8 
327.5 
(91.9) 

( I  67.0) 
( I  69.4) 

(49.0) 
(12.3) 
17.4 

$ 5.1 - 
9 106.9 
$ 100.1 

2w5 

$ 176.7 

222.1 
72.2 
(2.6) 

(154.3) 
(32.4) 
(32.0) 

3.0 
0.1 
0.3 

61.5 
15.1 

335.7 

(246.0) 
~ 

5.3 
-~ 

(240.7) 

- 
~ 

(5.5) 
100.0 

(173.4) 
(78.9) 
16.1 

I .3 
S 17.4 
3__ 

$ IW.7 
$ 30.3 
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Consolidated Statements of Retained Earnings 

b,ll,O"S, 
Forrhryran mdc-dDec 31, 

Balance, beginning of year $ 2 8 4 9  $ 2 8 8 7  $ 2 8 5 4  
1768 I65 6 1767 Add Net income 

461 7 4543 462 I 
Deduct Cash dividends on camtal stock 

mo,  2006 IWS --- 
- _ _ _ _ _  

CO"0" 

Balance, end of year 
166.1 169.4 i73.4 

$ 295.6 $ 284.9 $ 288.7 
- - ~  
3 _ - -  

Consolidated Statements of Capitalization 

cop" SIR& LJ",S,O"d!"# CmAh Dbidmds 
De. JI, Paid (I' 

C",,C", 
nr&nprinn PI,  

Price Shen "no.", Sham "no"", - -  ,,"8Ji0m, -#I* S h n  anamn) 

Common stock-without pnr value 
25 million shares authorized 

2007 NIA IO 5 1,510.4 $ 166.1 
2006 NIA IO 6 1.428.6 $ 169.4 

Piererred s t a c k 4 I W  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. 

Quanerly dividends paid on Feb. 28, May 28, Aug. 28 and No". 28 during 2007 
Quaneriy dividends paid on Feh. 15, May IS ,  Aug. I5 and NO". I 5  during 2006 

The accompanying note7 are an integral pan of the consolidated financial statements 
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Consolidated Statements of Capitalization (continued) 

LoneTerm Deb, 
,ni,lians, DlC. *,, 
Tampa Electric lnstallmmt c~ntracts payable:"' 

5.1% Refunding bonds (effective rateof 5.70%) 

Due 2007 1006 

2013 LE 60.7 $ 60.7 

4.4% Vuiable rate for 2007'3x*' (effective rate of4.M)%) and fixed rate 4.0% 

4.6% Vatiable rate for 2007".*' (effective rate of4.81%) and fixed rate 
for 2W6"' 2018 54.2 54.2 

4.25% for 2006"' 2020 20.0 20.0 
5.5% Refunding bonds (effective rate of 6.27%) 2023 86.4 86.4 
4.7% Vanable rate for 2007"""' (effective rate of4.72%) and fixed rate 4.0% 

for2006"' 2025 51.6 51.6 
5 3% Vanable rate for 2007""', (effective rate of5 52%) and fired rate 

5 85% for 2006 2030 75 0 75 0 

Peoples Gas system 

Unamortized debt premium (discount), net 

4.6% Variable rate for 2 0 0 W  (effective rate of 5.30%) and 3.89% for 2006 
Notes: 5.375%' 

6.875% (effective rate of 6.98%0)" 
6.375% (effectiveraIeof 7.35%)"' 
6.25% (effective rate of 6.3%1"" 
6.55% (effective rate af6.6%Y 
6.15%(effective rateof6.6%)11 

Senior Notes:""" 
10.35% 
10.33% 
10.30% 
9.93% 

Notes: 5.375% 
n.wvo 

6.875% rate of6 .9x%p 
6.375% (effective rate of 7.35%?" 
6.15% (effectiverateof6.28??)11 

Less amount due within one yeax 
TOM long-term debt 

2034 86.0 86.0 

2012 210.0 210.0 
2W7 - 125.0 

2012 330.0 330.0 
20 14-20 I6 250.0 250.0 

2036 250.0 250.0 
2037 190.0 - 

1,663.9 1,598 9 

2007 

2008-2009 
2008 

2008-2010 
2008-2012 

2007 
2012 
2012 

I .0 
I .o 2.0 

3 .O 4.0 

25.0 

40.0 40.0 

- 

2.8 3.8 

14.9 17.0 
- 

70.0 70.0 
2037 60.0 - 

191.7 162.8 
1,855.6 1,161 .7 

1.850.5 1.757.5 
(5.1) (4.2) 

5.7 156.1 

( I )  Tax-exempt securities. 
(2) Composite year-end interest rate. 

(3) 

(4) 
( 5 )  
(6) 
(7) 

The interest rate on these bonds was fixed for a five~year term on Aug. 5,2002; upon expiration ofthat term the bonds were i srud in an auction rate mode 

These securities are subject to redemption in whole or in pan. at any time, at the option of Ihe company. 
These long-term debt agrccmenfs 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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Consolidated Statements of Capitalization (eandnued) 

At Dec. 3 I. 2007, total long-term debt had a c q i n g  amount of $1,855.6 million and an estimated fair market value of$1,932.1 million. At Dec. 3 I, 2006, total 
long-tem debt had a carrying amount of $1,761.7 million and an estimated fair market value of$]  ,833.2 million. The estimated fair market value of long-tnm debt was 
based on quoted market prices for the same or similar issucs, an the current rates offered for debt ofthe same remaining maturities, or for long-term debt issues with 
variable rates that approximate market rates, at carrying amounts. The carrying amount of long-term debt due within one year approximated fair market value because 
ofthe shon maturity ofthese insfnrments. 

A substantial pan of the tangible assets of Tampa Electnc is pledged as collateral for the f i r ~ t  mortgage bonds issued under Tampa Electric's first mortgage band 
indentures. There are currently no bonds outstanding undpi Tampa Electric's first mortgage bond indenture, and Tampa Electric could cause the lien associated with 
this indenture to be released at any time. Maturities and annual sinking fund requirements of long-term debt for the years 2008 through 2012 and thereafter are as 
follows: 

Long-Term Debt Maturities 

Peoples Cas 
Total long-ten debt matunties 

5.7 5.5 3.7 ~ 3.4 113.4 60.0 191.7 
IE 5.7 $ 5.5 $ 3.7 $ 3.4 S 653.4 - $ 1,855.6 - 

The accompanying notes are m integral pan ofthe consolidated financial statements 
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NOLI to Canrolldated Financial Stalements 

1. Significant Accounting Polirien 

The siplificant accounting policies are as foliows: 

Basis of Accounting 

n m p a  Electric Company maintains its accounts in accordance with recopliud policies prescribed or permined by the Florida Public Service Commission 
(FPSC) and the Federal Energy Regulatory Commission (FERC). These policies conform with generally accepted accounting principles in all m a t e d  respects. 

The impact of Statement of Financial Accounting Standard (FAS) No. 71, Accounf;ng/or /he Efeec1.f o/Ceno;n Types qlRegulalron, has been minimal in the 
company's experience, but when EOSI recovery is ordered over a period longer than B fiscal year, C O E ~ S  are recognized in the period that the regulatory agency recognizes 
them in accordance with FAS 71 

The company's retail and wholesale businesses arc rcgulatcd by the FPSC and related FERC, rerpectiuely. Prices allowed by both agencies are generally based 
on recovery of prudent Costs incurred plus a reasonable return an invested capital. 

Principles of Consolidation 

Tampa Electric Company is a whal ly~owed subsidiary of TECO Energy, Inc, and is comprised ofthe Elechic division, generally referred to as Tampa Elechic, 
and the Natural Gas division, generally referred to as Peoples Gas System (PGS). All ~igniflcant ietercompany balances and intercompany transactions have been 
eliminated in consolidation. 

The use ofestimates is inherent in the preparation of financial statements in accordance with generally accepted accounting principles (GAAP). Actual re~ults 
could differ from these estimates. 

Planned Major Maintenance 

Tampa Electric and PGS expense major maintenance costs as incurred. Concurrent with a planned major maintenance outage, the cost ofadding or replacing 
retirement units-of-property i s  capitalized in conformity with FPSC 2nd FERC regulations. 

Deproeiitian 

Tampa Electric computes depreciation expense by applying composite. straight-line rates (approved by the state regulatory agency) to the inveStment in 
depreciable property. Total depreciation expense for the years ended Dec. 31,2007,2006 and 2005 was 6215.5 million, $217.4 million and $2 15.0 million. respectively 
There were no plant acquisition adjuslmentr in 2007 or 2006, however acquisition adjushnmts of $10.0 million occurred in 2005. The provision for total regulated 
utility plant in service. expressed as a percentage oflhe onginal cost ofdepreciable pmpeny, was 3.7% for 2W7, 3.9% for 2006 and 4.0% for 2005 as approved by the 
FPSC. Construction work-in progress is not depreciated until the a s c t  is completed or placed in sewice. 

Allowsnce for Funds Used During Construrtion (AFUDC) 

A F U K  is a "on-cuh credit to income with a comsponding charge to utility plant which repre~ents the EOSI of borrowed funds and a reasonable mtum on other 
funds used for construction. AFUDC is recorded in years when the capital expenditures on eligible projects exceed approximately $36 million. The base an which 
AFUDC is calculated excludes construction work-in-progress which has been included in rate base. The rate used to calculate AFUDC i s  revised peiodically to reflect 
significant changes m Tampa Electric's cost of capital. 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 Taxes 

Tampa Electric Company utilizes the liability mefhod in the measurcmenl of deferred income taxes. Under the liability method, the temporary differences 
beween the financial statement and tax bases of assets and liabilities are reponed as deferred taxes measured at current tax rates. Tampa Electric and PGS are regulated, 
and their bwks and records reflect approved regulatory treatment, including fenain adjustments to accumulated deferred income taxes and the establishment of a 
corresponding regulatory tax liability reflecting the amount payable lo customers through future rates 

investment Tax Credits 

Investment a x  credits have been recorded as deferred credits and are being amonired as reductions to income tan expense over the service lives ofthe related 
property. 

ReYDDUe Rsognitio" 

Tampa Electtic Company recognizes  revenue^ consistent with the Securities and Exchange Commission's Staff Accounting Bulletin (SAB) 104, Revenue 
Rrcvgtiiiion in FinoncialSlarrnienrs . Except as discussed below, Tampa Electric Company reco@izer revenues on a gross basis when earned for the physical delivery 
of products or services and the isks and rewards ofownership have transferred to the buyer. 

The regulated ufilities' (Tampa Electtie and PCS) retail businesses and the prices charged to cu~tomers are regulated by the FPSC. Tampa Electric's wholesale 
business is regulated by FERC. See Note 3 for a discussion of significant regulatory manen and the applicability of Financial Accounting Standud No. (FAS) 71, 
Accoirnringf6r Ihe EfecIs of Cenain Tvpypes o /Rqu/o t ion,  to the company. 

Revenues and Cost Recovery 

Revenues include amounts resulting from cost recovery clauses which provide for monthly billing charger to reflect increases or decreases in fuel, purchased 
power, commation and environmental costs for Tampa Electric and purchased gas, interstate pipeline capacity and conservation costs for PCS. These adjustment 
factors are based on costs incurred and projected for a specific recovery period. Any w e r ~  or under-recovery of costs plus an interest factor arc taken into account in the 
process of setting adjusbnent factors for suhsequcnt recovery periods. Over-recoveries of costs are recorded as deferred credas. and under-recoveries of costs are 
recorded as deferred charge. 

Certain other costs incurred by the regulated utilities arc allowed IO be recovered from customers through prices approved in the regulatory process. These costs 
are recognized as the associated revenues are billed. The regulated utilities accrue base revenues for services rendered but unbilled 10 provide a closer matching of 
 revenue^ and expenses (see Note 3). As of Dec. 3 I ,  2007 and 2006, unbilled  revenue^ of $46.6 million and $47.8 million, respectively, are included in the 
"Receivables" line item on Tampa Electtic Company's Consolidated Balance Sheets. 

Tampa Electric purchases power on a regular basis primatily to meet the needs of its retail c~stomers. Tampa Electric purchased puwcr from non-TECO Enrrgy 
affliates at a cost of $271.9 million, $221.3 million and $269.7 million, for the years ended Dec. 3 I ,  2007,2006 and ZOOS. respectively. The prudently incurred 
purchased power costs at Tampa Electtie have historically been recovered through an FPSC-approved cost recovery clause. 

i 
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Accounting lor Excise Taxes, Franchise Fees and Gross Receipts 

Tampa Electric Company is allowed to recover certain costs incuned from customers through prices approvcd by the FPSC. The amounts included in customers' 
hills for franchise fees and gross receipt taxes are included as revenues on the Consolidated Statements of Income. These amounts totaled $ I  I I .2 million, $104.2 
million and $87.2 million. for the years ended Dec. 3 I ,  2007,2006 and 2005, respectively. Franchise fees and gross receipt taxes payable by the regulated utilities are 
included as an expense on the Consolidated Stalemen& of Income in "Taxes, other than income". For the years ended Dec. 31,2007,2006 and 2005, these totaled 
$110.9 million, LE 104.0 million and $87.0 million, respectively. Excise t u e s  paid by the regulated utilities are not material and are expensed as incurred. 

Asset Impairments 

Tampa Electnc Company a ~ c o u n t ~  for long-lived assets in accordance with FAS 144, Accou,iIig/or fhr lmpvirnwnl YI Disposal of Long.LivedA.wsnr, which 
supersedes FAS 121, Ar~.ount;ng/or the Inrpopoirmmt ofLong~LivedAssets and Lon~-LivedArrels lo he DispmeduJ. FAS 144 addresses accounting and reponing for 
the impairment or disposal of long-lived assets, including the disposal of a component o f a  business. 

In accordance with FAS 144, the company ~ S S ~ S S ~ S  whether there has been impairment of its long-lived assets and cenain intangibles held and used by the 
company when such impairment indicaton exist. As ofDec. 3 I ,  2007, the carrying value of all long lived assets wan determined to be recoverable. No adjustments for 
asset impairments were recorded. 

Restrictions on Dividend Payment$ and Transfer of Assets 

Certain long-term debt at PGS contains rertriclims that limit the payment ofdividends and distributions on the common stock of Tampa Electric Company. Scc 
Note 9 for additional information on significant financial covenants. 

Reeelvahler and Allowmer l o r  Uncollectible Accounts 

Receivables consist of I ~ W ~ E O S  hilled to residential, cammenial, industrial and other customers. An allowance for doubtful accounts is established based on 
Tampa Electric's and PGS's collection experience. Circumstances that could affect Tampa Ele~tric's and PGS's estimates of uncollectible receivables include, but are 
not limited to, customer credit issues, the level Ofnatural gas price,  customer deposits and general economic conditions. Accounts are witfen off once they are deemed 
to be uncollectible. 

2. New Accounting Pronouncements 

Nonrontrolling Interests in Cansolldsted Flnnncinl Statements 

In December 2007, the Financial Accounting Standards Board (FASB) issued Statement of Financial Accounting Standard (SFAS) No. 160, Noncontrolling 
Inferesls in Consolidared Financial Slofnnenfs (FAS 160). FAS 160 was issued to improve the relevance, comparability and transparency af  the financial information 
provided by requiring: owemhip 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 identitied and presented on the face ofthe consolidated Statement ofincome; changes in the parent's 
ownership interest be accounted for consistently; when deconsolidalink that any retained equity interest be measured at fair value; and that sufficient disclosures 
identify and distinguish between the interests ofthe parent and noncontrolling o w " .  The guidance in FAS 160 is effective for fiscal years beginning on or after Dec. 
15,2008. The company is currently awessing the impacl of FAS 160, but does not hclicve it will be material to its resul& ofoperatiom, statement ofposition or cash 
flows. 
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Businerr Combinations (Revised) 

In December 2007, the FASB issued SFAS No. 141R. Business Conihiriorioris (FAS 141 R). FAS I41 R was issued to improve the relevance, representational 
faithfulness, and comparability of information disclosed in financial Statements about businoss combinations. The Statement establisher principles and requirements for 
how thc acquirer: I ) recognizes and measures the assets acquired, liabilities assumed and any nonconlrolling intere~t in the acquiree. 2) recognizes and measures the 
goodwill acquired and 3) determines what information IO disclose for users of financial statements to evaluate the effects ofthe business combination. The guldance in 
FAS 141 R is effective prospe~tively for any business combinations for which the acquisition date is on or after the beginning ofthe first annual reporting period 
beginning on or afler Dec. IS, 2008. The company will assess the impact ofFAS 141R in the event i t  enters into B business combination whose expected acqumition 
date is subsequent to the required adoption date. 

Offnening Amounts Relaled to Ceru in  Contrartn 

In Apnl 2007, the FASB issued FASB Staff Position (FSP) FIN 39-1. This FSP amends FASB LnlerprctatiOn No. 39, OJ]surring ofAniovn1.F Relaredto CerIoin 
Cormxrr by allowing an entity to offset fair value amounts recopized for the right to reclaim cash collateral (a receivable) or the obligation to rehlm cash collateral (a 
payable) against fair value amounts recognized for derivative instruments executed with the same caunterpany u n d a  a master netting arrangement. The guidance in this 
FSP is effective for fiscal years beginnine after No". 15,2007. The comnany adopted this FSP effective Jan. I .  2008 without any effect on its rc.esuIts of operations, 
statement of position or cash flows. 

Fair Value Option For Finandd ASS& and Financial Liahi I res 

In February 2007, the FASB issued SFAS No. 159, The Fair Value 0pl;onJor Finoriciol Asrelt aridFinuncio1 Liahiiilieslnc1udi.r on anrordnreni o/FASB 
Slaremenl No. I15 (FAS 159). FAS I59 permits entities to choose to measure many financial instrumem and certain olher items at fair value that are not ~ u l ~ e i i t l y  
required to be measured at fair value. The objective of FAS I59 is to provide opportunities to mifigate volatility in reponed camings caused by measuring related assets 
and liabilities differently without having to apply hedge accounting provisions. FAS I59 is effective for fiscal years beginning after No". 15, 2007. The company 
adopted FAS 159 effective Jan. I .  2008, but did not elect to measure any financial instruments at fair value. Accordingly, its adoption did not have any effect on its 
~ O S U I I F  of operations, statement of position or cash flows. 

Fair Value Measurements 

In September 2006, the FASB issued SFAS No. 157, Fair Yviur Meosurerrwlrfs (FAS 157). FAS 157 defines fair value, establishes a framework for measuring 
fsir value under generally accepted aecounlingprinciples, and expands disclosures zlbout fair value measuremmmg. FAS I57 emphasize that fair value is a markel 
based measurement, not an entity-specific measuremcnt, and stales lhai 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 permit fair value  measurement^. 

FAS 157, among other things, requires he  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 on whether the inputs to those valuation techniques are observable or unobservable. Observable inputs 
reflect market data obtained from independent sources, while unobservable inputs reflect the company's market assumptions. SFAS 157 defines the following fair value 
hierarchy, based on these two tper  of inputs: 

Level IkQuoted prices for i d e n s d  instrummu in aclive markets. 

Level 2-Quoted prices for similar instruments in active markets; quoted prices for identical or similar instmmens m 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-Model derived valuations in which one 01 more significant inputs or significant value drivers are unobservable 
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The effective date is for fiscal yeam beginning aflerNov. 15, 2007. In November of 2007, the FASB granted a one year deferral for non-financial assell and 
liabilitier. As a result, the company adopted FAS 157 effective Jan. I ,  2008 for financial assets and liabilities. Financial assets and liabilities ofthe company measured 
at fair value include derivatives and certain investments, for which fair values are primarily based on observable inputs. 

During 2008, lhe company will continue to evaluate FAS 157 for the remaining non-financial assets and liabilities to be included effective Jan. I ,  2009. The 
campany does not believe the impact of adoption for the remaining non-financial assets and liabilities will be material to its results ofoperatiom, statement ofposition 
ar csh flows. 

3. RegulatOry 

As discussed in Note 1, Tampa Electfic's and PGS's retail businesses are regulated by the FPSC. Tampa Electric is subject to regulation by the Federal Energy 
Regulatoly Commission ("FERC") under the Public Utility Holding Company Act of 2005 ("PUHCA ZOOS'), which replaced lhe Public Utiliry Holding Company Act 
of I935 which was repealed. However, pursuant to a waiver granted in accordance with FERC's regulations, TECO Energy i s  not subject to Certain ofthe accounting, 
record-kceping, and reponing requirements prescribed by FERC's regulations under PUHCA 2005. 

Base Rates-Tampa Eloetric 

Teampa Electric's rates and allowed mum on equity (ROE) range of 10.75% to 12.75% wiih a midpoint of I I .75% are m effect until such time as changes are 
occasioned by an agreement approved by the FPSC or other FPSC a ~ t i o n ~  resulting from rate or other proceedings initiated by Tampa Electtic, FPSC staff or other 
interested panies. Tampa Ele~tric's base rates were last set in a 1992 proceeding. 

Cost Recovery-Tamps Electric 

In September 2W7, Tampa Electric filed with the FPSC for approval of fuel and purchased power, capacity. environmental and conservation cost recovery rates 
for the petiod January 2008 through December 2008. In November 2007, the FPSC approved Tampa Electfic's requested changes. The rates include the impacts of 
natural gss and coal ptices expected in 2008, the refund afthe overestimated 2007 fuel and purchased power expenses, the collection ofpreviously unrecovered 2006 
fuel and purchased power expenses, the proceeds from the actual and projected sale of excess sulfur dioxide (SO, )emissions a l l o w a n ~ e ~  in 2007 and 2008 and the 
operating cost for and a mum on the capital invested on the selcctive catalytic reduction (SCR) projects to enter service on Big Bend Units 3 and 4 as well as the 
operating and maintenance (O&M) costs assaiated with the Big Bend Units I and 2 pre~SCR projects, which are required by the Environmental Protection Agency 
(EPA) Consent Decree and Florida Depanment of Environmental Pmtection (FDEP) Consent Final Judgment. (See Note 12 for additional details regarding projected 
environmental expenditures). h addition, the rates reflea the FPSC's September 2004 decision to reduce the annual cost recovery amount for water transpomtim 
services for coal and petroleum coke provided under Tampa Electric's contract with TECO Transpon described below. AS pan of the regulatory process, it is 
reasonably likely that third parties may intervene on similar matters i n  the future. The company is unable to predict lhe timing, nature or impan of such future actions. 

Base Rates-PCS 

PGS' r a l e ~  and allowed ROE range of 10.25% to 12.25% wilh a midpoint of 1 1.25% 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 PCS, FPSC slaff or other interested panies. PGS' current base rates 
have been in effect since 2003. 
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c a s t  ReCovery-PCS 

In September 2W7, PGS filed is annual request with the FPSC to change its Purchased Gas Adjustment (PGA) cap factor for 2008. Thc PGA rate can vary 
monthly due 10 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 factor under 
PGS' PGA for the period January 2008 through December 2008. 

SO, Emission Allowmem 

The Clean Air Act Amendments of 1990 eslablished SO:  allowance^ to manage the achievement of SO1 emissions requtremcnts. The legidation also established 
a market~based SO: allowance trading component. 

An allowance authorizes a utility to emit one ton of SO, during a given year The EPA  allocate^  allowance^ to utilities based on mandated emissions reductions. 
At the end afeach year. a utility must hold an B m w m  ofallowances 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 yeam. In addition, the EPA withholds a small percentage of the annual SO: allowances it  allocate^ to 
UIilitieS for au~t ion  sales. Any resulting auctim proceeds are then forwarded to the respective utilities.  allowance^ may not be used for compliance prior to the calendar 
year for which they are allocated. Tampa Electric accounts 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 of sale, approximately 95?4 of which accrues to retail customers through the environmental cost recovery clause. 

O v a  the years, Tampa Electric has acquired allowan~cs through €PA allocation~. Also, over time, Tampa Electr~c has sold unneeded sllowance~ based on 
compliance and  allowance^ available. The SO: allowan~es unneeded and sold raulted from lower emissions at Tampa Electric brought about by envimnmental actions 
taken by the company under the Clean Air Act. 

For the ycar ended D s .  3 I .  2007, Tampa Electric sold approximately 168,000 allowances, resulting in proceeds of $91 . I  million, the majority ofwhich is 
included as n cost recovery clause regulalary liability. In the years ended Dee. 31,2006 and 2005, approximately 44,500 and 100,000  allowance^ were sold for $45.0 
million and 679.7 million in proceeds, respectively. 

Other Items 

S~ornl Damoge COFI Recover) 

Tampa Electric accrues $4 million annually m fund a FERC authorized self-insured storm damage reserve. This reserve was created afkr Florida's investor 
owned ~tilities (IOUs) were unable IO obtain transmission and distribution insurance coverage due to destructive acts of nature. 

The FPSC approved Tampa Electric to reclassify approximately $39 million of 2004 humcane restoration costs as plant in sewice (rate base). With this 
adjustment and the normal $4 million annual storm accmal, Tampa Electric's storm reserve was $20.0 and $16.0 million as of Dec. 31.2W7 and 2006, respectively 

Coal Transponotion Conlro~i 

In September 2004, the FPSC voted to disallow a portion of the costs that Tampa Eleehic can recover from its c u s t m "  for wafer tramponation  service^ under 
a five year transportation agreement ending Dec. 31,2008. The amounts disallowed, and excluded from the recovery under the fuel adjustment clause, were 
$15.1million,$15.3 inillionand$14.1 million fortheyeanended Dec. 31.2007,2006and2005,respectively. 
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Tampa Electric and PGS apply the accounting treatment permitted by SFAS No. 71, AccountivgJbr d e  Ef/ects o /Cemin 7 j p m  o/Regu/arion. Areas of 
applicability include: deferral of revenues 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 envirmmental costs; and the defend of casts as regulatory 
assets to the period that the regulatory agency recognizes them when cost recovery is ordered over a period longer than a fiscal year. Details ofthc regulatory assets and 
liabilities as of Dec. 3 I, 2007 and 2006 are presented in the following table: 

Regulntory Allen and Lisbilities 

other: 
cost recovery clauses 
Post-retirement benefit asset 
Deferred bond refinancing E O S ~ S ' ~ '  

Envimnmental remediation 
Competitive rate adjustment 
Other 

Total other regulalory assets 

Total regulatory assets 
Less: Current portion 

Regulsrory Inbilltier: 
Lmg-term regulatory assets 

Regulatory tan liability 

Other: 
Deferred allowance auction credits 

Envimnmcntal mediation 
Transmis~ion and delivery storm reserve 
Deferred gain on property sale', 
Accumulated T C S ~ N ~ - C O S ~  of removal 
other 

Cast recovery ClaUSeS 

Total other regulatory liabilities 
Taal regulatory liabilities 
Less: currenr pOnlOn 
Long-term regulatory liabilities 

(I) 
(2) 
( 3 )  

Related 10 plant life and derivative positions. 
Amortized over the term ofthe related debt instmmenf. 
Amonized aver a 5-year period with various ending dates. 

IE 62.5 

47.2 
97.5 
25.5 
11.4 
5.4 
4.7 

191.7 
254.2 

67.4 
$ 186.8 

$ 18.8 

0.1 
18.9 
11.4 
20.3 
4.7 

543.5 
0.4 

599.3 
618.1 

35.4 
S 582.7 

__ 

- 
- 
- 
q_. 

- 

__ - 

Dm.31. 
2- 

$ 49.5 

239.2 
148.9 
26.7 
12.3 
5.5 
4.9 

437.5 
487.0 
255.7 

$ 231.3 

- 
- 
_c 

16 20.6 

0.8 
28.9 
12.3 
16.3 

6.8 
516.1 

0.2 
581.4 
602.0 

46.7 
$ 551.3 

- 

- 

All regulatory as~els are bcing recovered through the replatory process. The following table further details our regulatory assets and the related recovery 
periods: 
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Regulatory assets 

2007 2006 rmili~ow, DEE. 31, 

S 52.6 $ 244.7 Clause recoverable" 

101.7 152.6 Eaming a ratc of refum"' 

62.5 49.5 
Regulatory tax assets"' 

37.4 40.2 
Capital S ~ N C I U ~ ~  and 0th~" 

Total $ 254.2 $ 487.0 

To be recovered through cost recovely clauses approved by the FPSC on a dollar for dollar basis in the "ex1 year. The decrease between years is princtpally due 
to the recovery ofpreviously unrecovered fuel costs. 

Primarily reflects allowed working capital, which is included in rate b a s  and eams an 8.2 %rate ofretum as permitted by the FPSC. 
"Rqulalory tar assets" and "Capital s t i ~ c t ~ r e  and other" 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 unamonized loan costs which are ammized over the life of lhe related debt instruments. See footnotes I 
and 2 in the prior table for additional information. 

- -  

~ _ _  - -  

Income Tax Expense 

Tampa Electic Company is included in the filing a f a  consolidated federal income tax return with TECO Energy and its affiliates. Tampa Electric Company's 
income tar expense is based upon a separate m u m  computation. Tampa Ek&c Company's effective tax rates for the twelve months ended Dec. 3 I ,  2007 and ZOO6 
differ from the stafutory rate principally due to state income taxes, amonization of investment tar credits, and the domestic activity production deduction. T h e  decrease 
in the effective tax rate between yean is principally due to lower permanent differences including a favorable increase in the domestic activity production applicable 
s t a ~ t ~ r y  percentage from 2006 IO 2007. 

In June 2006. the FASB issued F M  48, Accounrhg/br Uncenainly in 1,icunir Tmes-n inrerprervrion of FASB Slaremmf No. 109. Accounrin&r Income 
Tuxes, FM 48 addresses the determination ofwhether tax benefits claimed or expected 10 be claimed on a tax retum should be recorded in the financial statements. 
UnderFM 48. Tampa Electric Company may recognize the tax benefit from an uncenain tax position only if 11 is more likely than not that the tax position will be 
sustained on examination by the taxing authorities, based on the technical merits ofthe pasition. FM 48 provides that the tax benefits recognized in the financial 
StalemcntS from such a position should be measured based on lhe largest benefit that has a greater than fifly percent likelihood ofbeing realized upon ultimate 
settlement. FM 48 also provides guidance on &recognition, classification, intercst and penalties on income taxes, accounling in interim periods and requires increased 
disclosures. 

Tampa Electric Company adopted the provisions of F M  48 effective Jan. I ,  2007 with no impact. Tampa Electric Company recognizer accrued interest and 
penalties asociated with uncertain la* positions in "Operation other expense-ther" in the Cansolidsled Statements oflncome. Far the twelve months ended Dec. 3 I ,  
2007, Tampa Elechic Company did not record any amounts of interest or penalties. 

The lntemal Revenue Service (IRS) concluded i ts examination of federal income tax reNms for the yean 2005 and 2006 during the year ended 2007. The U.S. 
federal sta t~ te  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 pariicipant. Stale jurisdictions have statutes oflimitalion~ generally ranging from 3 to 5 yean from the filing ofan 
income tax retum. The state impact ofany federal changes remains subject to examination by various states for a period of up to one year afler formal notification to the 
 slate^. Y e a n  still open to examination by tax authorities in major state jurisdictions include 2002 and onward. 

The company does not c ~ m n t l y  have any uncenain tax positions and does not anticipate that the total amount of unrecognized tax benefits will significantly 
increase or decrease within lhe next twelve months. 
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Tampa E1ectr.1~ Company's income tax expense 8s based upon a separate return ~ o m p ~ t a t i o n  Income tax expense cons~sfs of the followmg components 

Income Tar Expense 

Fedenrl stme TOU, ("#,,,,"",, 
2007 

Currently payable 
Deferred 
Amonizalion of in~estment fax credits 

Included in other income, net 

Total income tax expense 

Included in operating expenses 
2006 

Cumntly payable 
Deferred 
Amortization of investment tax credits 
Total income tax cxpense 
Included in other income, net 

Included in operating expenses 
2005 

Currently payable 
Defened 
Amonization of investment tax credits 
Tofal income tax expense 
Included in other income, net 

Included in operating expenses 

$ 128.5 $ 21.2 $ 1 4 9 . 7  
(39.2) (6.4) (45.6) 
(2 5 )  ~ A) 

LE 86.8 $ 148 $ 101.0 
( 1 8 )  
$ 99.8 - 

$ 96.8 
~ 

s 33.9 LE 5.6 $ 39.5 
61.7 10.5 72.2 

$ 93.0 LE 16.1 $ 1 0 9 . 1  
(2.6) ~ 2) 

(1.3) 
~ 

16 107.8 - 
Deferred taxes result hom temporary differences in the recognition of c m i n  liabilities or assets for fax and financial reponing pulposes. The principal 

components of the company's deferred tax assets and liabilities recognized in the balance sheet are as follows: 

Deferred Income Tax A~sets and Liabilities 

(millhm) A," B/DIC, 31, 

Deferred income tar assets"' 
Medical benefits 
Insurance reserves 
lnve~tment tax credils 
Hedging activities 
Pension and post~retirement benefits 
Other 

Total deferred income tax assets 
Deferred income tax liabilities", 

Property related 
Deferred fuel 
Pension and post~retirement benefits 

Total deferred income tax liabilities 
Net deferred income tax liability 

Certain propeny related assets and liabilities hare been netted ( 1 )  

2007 2006 

$ 4 4 0  $ 4 2 8  

7 5  8 9  
187 I 7  2 

3 2  - 
37 6 57 5 
27.3 33.0 

s 1 3 8 3  $ 1594 
- 

~ 

$ (494.0) $ (477.3) 
(14.6) (65.5) 
(37.5) (57.5) 

16 (407.8) (440.9) 
a) $ (600.3) - 
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Deferred income tax assets and liabilities above are included m the balance sheet as follows: 

,“,l,,iO”S, I S  0 ,Lk I,, 2007 - 2006 
Current defmed tax liabilities $ (0.3) 5 (50.4) 
Non~current deferred tax liabilities - (407.5) (390.5) 
Total U) B) - 
The total income tax provisions differ from amounts computed by applying the federal stafumry tax rate to income before income taxes for the following 

reasons: 

Effpctive Income Tax b t e  

p ” ” X ,  2007 - xm6 2005 

Total income tax provision ~ 101.6 99.1 109.1 

Income taxes on above at federal statutory rare of 35% $ 97.4 $ 92.7 $ IW.0 

State income tax, net of federal income tax 9.5 9.4 10.5 

(2.5) (2.5) (2.6) 
(1.5) (1.0) 

Domestic pmduefion deduction (2.8) (1.5) 

Nct income $ 176.8 $ 165.6 $ 176.7 

Income before income taxes $ 278.4 - $ 264.7 $ 285.8 

Increase (decrease) due to 

Ammilation of investment tax credits 
Equity portion ofAFUDC ~ 

- 
Other ~ I .5 2.0 I .2 - 

$ 109.1 - $ 99.1 - Total income tax provision $ 101.6 
Provision for income taxes as a percent of income from continuing operations, before income taxes 

- 
Consolidated S m m ”  of Cash Flows 
Cash paid dunng the year far income taxes 

36.5% 37.4% 38.2% 

$ 1350 $ 1001 $ 3 0 3  

5. Employe Postretirement Benefin 

In September 2006. the FASB issued FAS No.158, Employer’t Accounlinsjhr DeJined Bmefir Pension ond Oiher Pmrrrfirrmrnl Pions. on omendmenr oJFASB 
Sioiements No. 87, 88, 106 and 132(R). The company adopted FAS 158 on Dec. 3 I ,  2006. This standard requires the recognition in the statement offinancial position 
the mer-funded or under-funded status of a defined benefit posmetirement plan, measured as the difference between the fair value ofplan assets and the benefit 
obligation in the case of a defined benefit plan, or thc accumulated postretirement benefit obligation in the case afother postretirement benefit plans. As a result ofthe 
application of FAS 71 to the impacts of FAS 158, Tampa Electtic Company recorded $9 I .9 million in both benefit liabilities and regulatory assem as of Dec. 31, 2006. 
This Standard did not affect the results ofoperatiom. 

Pension Benefits 

Tampa Electtic Company is a participant in the comprehensive retirement plans of TECO Energy, including a no”-contributory defined benefit retirement plan 
which covers substantially all employees. Where approptiate and reasonably determinable, the portion of expenses, income, gains or losses allocable to Tampa Electtic 
Company are presented. Otherwise, such amounts presented reflect the amount allocable to all participants ofthe TECO Energy retirement plans. Benefits are based on 
employees’ age, years of sewice and final average earnings. In 2007, Tampa Electtic Company made coninbutions totaling $21.4 million to this “on-contributow 
defined benefit plan. 
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Amounts disclosed for pension benefits also include the unfunded obligations for b e  supplemental executive retirement plans. These arc "on-qualifieb non- 
contributory defined benefit retirement plans available to c m i n  members of senior management. In 2007, Tampa Electric Company made a contribution of160.8 
tnillian fa these plans. 

Tampa Electric Company recorded regulated assets totaling $57.0 million related to the additional minimum pension liability adjustment at Dec. 31,2006 and 
S42.1 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, recon~iliafim ofthe funded status and the accrued pension liability for TECO Fnergy, Inc are presented below 

TECO Energy Consolidated 

Obligatlanr and Funded Status 

in07  

$ 569.9 
16( 
33.0 
- 

121.91 
0.3 

16.11 
0.6 

(34.61 
d e  

$ 157.2 

$ 4352 
16.f 
IS 5 

- 
~ 

- 
~ 

2 1  
$ 4927 

$ 4927 
557.2 
164 51 
26.1 
XI.9 

13.2) 
~ 

~ 

I 40.3 

I 57.2 

_=_p 

" '4  

"la 

14.5) 
134.C) 
21.6 

~ - 

inn6 

$ 562 I 
15.8 
30.7 - 
14 5 )  
~ 

~ 

- 
134 2) 
"Is 

I 519.9 

I 434.7 
27.c 

7.1 
- 
- 

,ld.2) 
I 435.2 

6 4352 
569.9 

(134.11 
30.8 

138.8 
(4.51 

s 30.4 

I 99.1 
"h 
I% 

1131 
(103.3) 
35 9 

s 3u.4 

- 

~ 

~ - 

~ 

= 

The accumulated benefit obligation for all defined benefit pension plans was $493.0 million and $508.3 million at Sep. 30,2007 and 2006 (the measurement 
dates), respectively. 
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Information for the TECO Energy consolidated pension plans with an accumulated benefit obligation in  excess of plan assets 

Project benefit obligation, meuurement date 
Accumulated benefit obligation, measurement date 
Fair valm of plan assets, measurement date 

Net periodic benefit cost: 
Service EOSI 

Interest cost 
Expected return on plan assets 
Amonilation of 

Actuarial loss 
Prior Service (benefit) M S ~  

Transition (asset) obligation 
Curtailment (p in)  loss 
Settlement (gain) loss 

Net pmiodie benefit cost 

16 493.0 16 508.3 
S 492.7 $ 435.2 

Penalon Benefits 

2m7 2006 2w5 

$ 16.0 $ I5.X $ 16.2 
33.0 30.7 32.7 

(36.3) (35.7) (37.2) 

9.1 n.8 4.3 
(0.5) (0.5) (0.5) 

(0.4) 

~ ~ (0.2) 
~ - 

~ ~ I .4 
5 20.9 16 19.1 $ 16.7 
_ _ _ = - -  

In addition lo the costs shown above, $0.6 million of special termination benefit costs were recognized in 2007. Tampa Electric Company's portion of the net 
periodic benefit costs was $14. I million, $13.6 million and $9.7 million for2007, 2006 and 2005, respectively. 

The estimated ne1 loss and prior ~erv ice  net (benefits) for the defined bolefit pension plans that will be ammimd by 
assets into net pcridic bencfif cost over the next fiscal year m a l  $1.5 million. 

Tampa Electric Company from regulatory 

Other Postretirement Benefits 

TECO Energy and its subsidiaries currently provide certain postretirement health care and life insurance benefits for substantially all employees retiring alier age 
50 meeting certain service requirements. Tampa Electric Company's contribution toward hcalth care coverage for most employees who retired after the age of 55 
between Jan. I ,  1990 and Jun. 30,2001 is h i r e d  to a defined dollar benefit based on service. The company contribution toward pre-65 and post45 health care 
coverage for most employees miring on or after Jul. I ,  2001 is limitcd 10 a defined dollar benefit based on an age and service schedule. In 2008, the company expects ta 
make B contribution of about $10.5 million to this program. Postretirement benefit levels are substantially unrelated to salary. The company reserves the right to 
fenninate or modify the plans in whole or in part at any time 

In 2003, the Medicare Prescription Drug, Improvement and Modemimion Act of2003 (the MMA) was signed into law. Beginning in 2006, the new law added 
prescription drug coverage to Medicare, with a 28% tax-free subsidy 10 encourage employers to retain their prescription drug programs for retirees, along with other key 
provisions. TECO Energy's current mliree medical program far those eligible for Medicare (generally over age 65) includes coverage for prescription drugs. The 
company has determined that prescription drug benefits available to certain Medicare-eligible participants under its defined-dollar-benefit postretirement health care 
plan are at least "actuarially equivalent" to the standard drug benefits to be offered under Medicare Pan D. 
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In 2004, the FASB issued FSP 106.2, Acouniing ondDidosure Reyuiremenlr Reloledlo the Medicare Prrscripnion Dmg, Improvemenl ond Modemiiution 
ACI of2fN3 (FSP 106-2). The guidance in FSP 106-2 requires (a) that the effects ofthe federal subsidy be considered an achlarial gain and recognized in the same 
manner 8s other actuarial gains and losses and (b) cenain disclosures for employers that sponsor postretirement health care plans that provide precription drug benefits. 
TECO Energy and its subsidiancs adapted FSP 106-2 retroactive for the second quaner of2004. 

The company received 11s first subsidy payment under Pan D ~n 2006 for the 2006 plan year. It has filed and is awaiting approval for its 2007 Pan D subsidy 
application with the Centers for Medicare and Medicaid Services (CMS). 

following cham summarize the income Statement and balance Shee t  impact for Tampa Elcctrie Company, a\ well as the benefit obligations, aseu  and 
funded status. 

Obligations and  Funded SIatuE--Othei Postretirement Benefits 

,",""'"', 2007 
Change in bandit obligation 
Net benefit oblieatmn at onor measurement date 

~ 

Service cost 
lnlerest cost 
Plan panieipants' eonnibutions 
Actuakl  (gain) loss 
Curtailment 
Gross benefits paid 
Federal subsidy on benefits paid 
Net benefit obligation at measurement date (Sep. 30) 
Change In plan assets 
Employer contributions 
Plan panicipants' contributions 
Gross benefits paid 
Fair value of plan a c t s  at measurement date (Scp. 30) 
Funded status 
Fair value of plan assets 
Benefit obligation 
Funded mNs at measurement date 
Net contributions afler meaEuremen1 date 
Unrecopized net actuaial loss 
Unrecognized prior service (bcnefit) cost 

Unrecamized net umsition (asnet) obligation 
Accrued liability at end of year 
Amounts RreognW in Balance Sheet 
Long-tenn regulatory assets 
Cumnt  liabilities 
Non~current liabilities 
Prepaid benefit cost 
Accrued benefit cos1 
Additional minimum liability 
Intangible assets 
Accumulated 0th~ comprehensive income 
Net amount recognized at end of year 

$ 145.6 
2.3 
8.3 
2.6 

(3.4) 
(1.5) 

(11.5) 
0.8 

$ 143.2 

$ 8.9 
2.6 

143 2 
( I  43.2) 

2 2  
20.9 
10 3 
9.1 

$ (1007) 

$ 40.3 
(10.2) 

(130.8) 

nia 
$ (100.7) 

2006 

$ 141.5 
2.3 
7.7 
2.3 
2.3 
- 

(10.0) 
(0.5) 

$ 145.6 

9 7.7 
2.3 

(10.0) 
s -  

s -  
- 

145.7 
(145.7) 

I .7 
21.6 
13.7 
12.9 

5 (95.8) 

E 49.8 
(10.2) 

(135.4) 
"la 
" la  
nla 
"la 
"la 

5 (95.8) 
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Components of Net Periodic Other Postretirement Benefit Cost 

2006 2005 - 2007 Net prladlr bmel i t  cmt (mtllionr): 
Service cost 
Interest COS1 

Amortization of 

S 2.3 S 2,3 $ 2.4 
8.3 7.7 7.3 

Actuarial loss 
prior service (benefit) cost 
Transaion (asset) obligation 
Net paiodic benefit cost 

Other Changer in Plan Assets and Benefit Obligations Recognized in Regulatory Assets 

0.4 
1 7  1 7  1 7  

2 1  2 1  
145 $ 135 
2 2  - 

J"ll'o.., 
Net actuarial IDSS (gain) 
Ptior service cost (credit) 
Transition obligation (asset) 
Total recognized in regulatory assets 

2007 2006 ZOO5 - - -  
16 20.9 P 21.6 nia 

10.3 13.8 nia 
9.1 12.8 nia 

s 40.3 $ 48.2 "/a 
- - -  
3-- 

The estimated prior Service cost and transition obligation for the other postretiremenl benefit plans that will be amortized at Tampa Electtic Company from 
regulatory assets into ne1 periadic benefit cost over the next fiscal year is $3.2 million. 

Other Postretirement Benefit PI.. Assets 

There are no assets arsociated with Tampa Electtie Company's other postretirement benefit plan. 

Additional Information far Pensions and Other Postretirement Benefits 

Penalon Benefits 

s $ 570  
2007 ZW6 (rmlllana, 

Increase m minimum liability included UI regulatory assets ~ 

Weighted-avemge assumptions used to determine benefit obligations at Sep. 30, (tho measurement date) 

Discount Rate 
Rate ofcompensation increase 

Pen.ion Bl".fl,S 
2007 20006 - 

6.20% 5.85% 
4.25% 4 . 0 0 ~ ~  

Weighted-average nanumptionr used to determine net periodic benefit cost for years ended Dee. 31, 

D~scount Rate 
Expected long-term retum on pian assets 
Rate of compensation in- 

Other BmsRta 

2007 2OW 
- 5 - s 

Other BeneRfa 
2W6 - 2007 

6.20% 5 85% 
4.25% 4 00% 

8.25% 8.50% 8.75% 
4.00% 3.75% 4.25% 

n/a "la "la 
4.00% 3.75% 4.25% 
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The expected retum on assets assumption was based on expectations oflong-term innation, real p w h  in the economy, fixed income spreads and equity 
premiums with our portfolio, with prwision for active management and expenses paid. The salaq increase assumption was based on the same underlying 
expectation of long-term inflation together with assumptions regarding real growth in wages and company-specific merit and promotion increases. The discount m e  
assumption was based on a cash flow matching tcchnique developed by our outside actuaries and a review of current economic conditions. This technique matches the 
yields from highquality (Aa~graded, non-callable) corporate bonds 10 the company's projected cash flows for the pension plan to develop a present value that is 
converted to a discount rate. 

Hullbcrre cost b o n d  rate 
Initial rate 
Ultimate rate 
Yearrate reaches ultimate 

loo5 - 2006 - 2007 

9 25% 9 50% 9 80% 
5 25% 5W% 500% 

2015 2014 2013 

- 

Assumed health care cost trend ratcr have a significant effect on the amount3 reponed for the health care plans. A one-percenlage-point change in assumed 
health care cost trend rates would have the following effects: 

,m""o"') I% 1rrrc.r I v. Decrease 
Effect an total service and interest cost s 0.2 $ (0.2) 
Effect on postretirement benefit obligation $ 3.3 $ (2.8) 

- 

Contributions 

On Aug. 17,2006, the President signed the Pension hotection Act of2006, which it generally introduces new minimum funding requirements beginning Jan. I ,  
2008. TECO Energy's policy i s  to fund the plan at or above amounts determined by its actuaries to meet ERISA guidelines for minimum annual contributions and 
minimize PBGC premiums paid by the plan. TECO Energy connibutrd $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 Energy expects to make a $9.0 million contribution in 2 0 8  and average annual contributions of$]  I million in 
2009 ~ 2012. Tampa Electric Company's ponion of the pension contribution in 2008 is estimated at $7.2 million. 

Information about TECO Energy's expected benefit payments for the pension and postretirement benefit plans fallaws: 

Expected Benefit Payment-TECO Energy 
(Ineluding projected ~ewlee and net of employee contributions) 

Other Poafrrtirrm.nt 
Bene",' 

P.".lQ" Expected Fnler.1 
crow, svbaldy 
__. m t m r  

Expected benefit payments (millions): 
2008 $ 65.4 $ 14.6 16 (1.1) 
2009 5 44.3 s 15.8 (1.2) 
2010 $ 45.7 $ 16.8 (1.4) 
2011 S 47.0 $ 17.7 (1.5) 
2012 $ 48.0 $ 18.2 (1.7) 
20 13-20 17 $ 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 T K O  Energy and its subsidiaries (the Employers) that enables 
participants to save a portion oftheir COmpenSfiOn up to the limits allowed by IRS guidelines. The company and its subsidiaries match up to 6% o f  the participant's 
payroll savings deductions. Effective July 2004, employer matching contributions were 30% of eligible pafiicipant contributions with additional incentive match of up 
to 70% of eligible participant contributians based on the achievement o f  ~el ta in  operating company financial goals. In April2007, the employer matching contributions 
were changed to 50% ofeligible panicipanf contributions with an additional incentive match of up to 50%. For the years ended Dec. 31,2007,2006 and 2005, Tampa 
Electric Company recognized expense totaling $5.8 million, $4.5 million and $6.3 million. respectively, related 10 the matchmg contributions made to this ~ l a n .  

6. Short-Term Debt 

AI  Dec. 31,2007 and 2006, Ihe following credit facilities and related borrowings existed 

Credit Fieillties 

Dee. 31, 2007 

L#"#*, 
Cm& Barmvinys O/C,ldA 

(mi,,!"" Ibci!j,*Z Ounmnding "' O",s,and!"r 

ReC0"rsp: 
Tampa Eleclric Company: 

- $ 5-year facility S 325.0 $ - 
I -year accounts receivable facility ISO.0 25.0 ~ 

$ 475.0 $ 25.0 $ - 
_e 

Total 

(I) Bonowings outstanding are rcported as notes payable 

$ 3250 16 13.0 $ - 

$ 475.0 $ 48.0 $ - 
1500 __ 35 0 ~ -- 

These credit facilities require Commitment fees ranging From 9.0 - 17.5 basis points. The weighted average intere~t rate on outstanding notes payable at Dec. 3 I, 
2007 and 2006 was 4.16% and 5.45%, respectively. 

Tompa Electric Company Credir Fariliry 

On May 9.2007, Tampa Elecfric Company amended its $325 million bank credit facility, entering into a Second Amended and Resfated Credit Agreement. The 
amendment (i) extended the maturity date o f  the credit facility from Oct. I I. 2010 fa May 9,2012 (subject to funher extension with the consent ofeach lende?): 
(ii) continued to allow Tampa Electric Campany to borrow funds at an interest rate equal to thc federal funds mtc, as defined in the agreement, plus a margin, as well as 
a rate equal to either the London interbank deposit raIe plus a margin or Citibank's prime rate (or the federal funds rate plus 50 basis points, ifhigher) plus a margin; 
(iii) allowed Tampa Electnc Company to request the lendas fa increase their commitments under the credit facility by up to $ 1  75 million in the aggregate (compared to 
$50 million under the previous agreement); (iv) continued to include a $50 million letter ofcredit facility: (v) reduced the Commitment fees and bormwing margins; and 
(vi) made other technical changes. The facility requircs that at the end o f  each quaner the ratio o f  debt to capital, as defined in the agreement, not exceed 65% As of 
Dec. 31,2007, Tampa Electric Company war in compliance with this requirement. 

Tompa Eleoric Compmy ACCOUO~X Reccrvohle Fociliv 

On Jan. 6,2005, Tampa Electric Company and TEC Receivables COT (TRC), a wholly-owned subsidiary ofTampa Electric Company, entered into a $150 
mtllion mwm receivable collateralized borrowing facility. The assets ofTRC are not intended to be generally available IO the creditors o f  Tampa Electric Company. 
Under the 
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Purchase and Conlribution Apeement entered into in connection with that facility, Tampa Electric Company sells and/or contributes to TRC all of its receivables for 
the sale af elect~eily or gas to its remil Customers and rslated nghts (the Receivables), with the exception ofcertain excluded receivables and related igh ts  defined in 
the agreement, and assigns to TRC the deposit accounts info which the proceeds ofsuch Receivables are paid. The Receivables are sold by Tampa Electric Company to 
TRC a1 a discount. Under the Loan and Servicing Agreement among Tampa Electric Company as Senicer, TRC as Borrower, certain lenders named therein and 
Citicorp North America, Inc. as Program Agent, TRC may borrow up 10 $150 million to fund its acquisition ofthe Receivables under the Purchase Agreement. TRC has 
securcd such borrowings with a pledge of all of its assets including the Receivables and deposit accounts assigned to it. Tampa ElecVic Company acts as Senieer to 
service the collection ofthe Receivables. TRC pays program and liquidity fees based on Tampa Electric Company's credit ratings. The receivables and the debt orTRC 
are included in the consolidated financial ~tatements of TECO Energy and Tampa Electric Company. 

On Dsc. 20,2007, Tampa Electric Company and TRC extended the maturity of Tamps Electric Company's $I 50 million ~ C E O U ~ ~ S  receivable collateralized 
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 Stock 

Tampa Electric Company is a wholly owned subsidiary of TECO Energy, Inc. 

10 $ 1,428.6 $ - $ 1,428.6 Balance Dec. 31,ZW6" 

(I) TECO Energy, Inc. made equity eontibutions to Tampa Electric of$81.8 million and $51.8 million in 2007 and 2006, respectively, to ~uppon  capital needs 
associated with generation expansion and environmental projects. 

8. Commitments and Contingencies 

Legal Contingencies 

From time to time, Tampa Electric Company i s  involved in vanous other legal, tax and regulatory proceedings before various courts, regulatory commissions 
and governmental agencies in the ordinary E O U T S ~  of i ts business. Where appropriate, B C C ~ ~ S  are made in accordance with FAS No. 5,  Accounrhg for ConIingencie.5, 
to provide far matters that are probable afresulting in an estimable, m a t e d  loss. While the outcome of such proceedings i s  uncertain, management does not believe 
that their ultimate rce~ohtion will have B material adverse effect on the company's results of operations or financial condition. 

Superfund and Former Manufactured Can Plant Sites 

Tampa Electric Company, through its Tampa Ekcttic and Peoples Gas divisions, is a potentially responsibk pany (PRP) for certain superfund Sites and, through 
its Peoples Gas division, for certain former manufactured gas plant sites. While thejoint and several liability associated with these sifes prmenls the potential for 
significant response costs, as of De. 3 I .  2007, Tampa Electric Company has estimated its ultimate financial liability to be approximately $I I .5 million, and this 
amount has been accrued in the company's financial s ta temem The environmental remediation costs associated with these sites, which are expected to be paid over 
many years, are not expected 10 have a significant impact on customer prices. 

The estimated amounts represent only the estimated portion of the cleanup costs attibutable to Tampa Elcctic Company. The estimates Io perform the work are 
based on * m a l  estimates obtained from contractors, or 
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Tampa Electric Company's experience with similar work adjusted for site specific conditions and agreementS with the respective govemmenlal agencies. The estimates 
arc made in current dollars, are not discounted and do not assume any insurance recoveries. 

Allocation ofthe respunaibility for remediation E W ~ S  among Tampa Electric Cmpany and other PRPs is based on each pafly's relative awersh ip  interest in or 
usage afa site. Accordingly, Tampa Electric Company's share ofremediation costs varies with each Site. In vinually all inslances where other PRPs are involved, those 
PRPs are considered creditworthy. 

Facton that could impact these estimates include the ability of other PRPE to pay their pro-rata portion ofthe cleanup cosls, additional testing 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 require additional remediation. These costs are recoverable through customer rates established in subsequent base rate proceedings. 

I.ong-Term Commitments 

Tampa Electric Company has commitments under long-term leases, pnmarily for building space, office equipment and h a v y  equipment. Total rental expense 
included in the Consolidated Statements of Income for the years ended Dec. 31,2007,2006 and 2005 was $1.9 million, $4.2 million and $2.1 million, rspectively. 

i 

The lollawing table i s  a schedule o f  future minimum lease payments at Dec. 3 I, 2007 for all leases with non-cancelable lease terms in CXECSS ofone year: 

Future Minimum Lease Payments for Leases'' 

Yc#rm"ddD<c. 31: 
2008 
2009 
zvin 

2012 
201 I 

Later Years 
Total minimum lease payments 

"",OYN ,",rll,omi 

s 2 2  
106 
106 
10 8 

82 4 
s 127.5 

109 

(I) This schedule includes the fixed capacity payments required wider a capacity and tolling agreement of Tampa Electric which commences Jan.l.2009. In 
accordance with the pmvisions ofEITF 01-08, Determining UGerherun Arr~ngrmem Cormins o Leare, 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 
clause(See Note3 ). 

Gunrantees and  Letters of Credit 

On Jan. I ,  2003, Tampa Electric Company adopted the prospective initial measurement provisions for certain types of guarantees, in accordance with FASB 
Interpretation NO. (FM) 45, Guarantor's Accounting ond Disclorure Requirements /or Guoranreei Including Indirect Guaronleer of Indebied%s.? o J 0 t h m  (on 
inrer/wemion qIFASB Slalmierrts No. 5, 57, ond IO? ondrexirsion ofFASB Inlerpprelolim No. 14) .  Upon issuance or modification of a guarantee afier Jan. I ,  2003. 
the company musf determine ifthe obligation is subject to either or both ofthe following: 

Initial recognition and initial measurement of a liability; andlor 

Disclosure of specific delails of the guarantee. 
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Generally, guarantees of the performance of a third party or guarantees that are based on an underlying (where such a guarantee is not a derivative subject to 
FAS 133) are likely to he subject 10 the recognition and measurement, ar well as the disclosure provisions, of FM 45. Such guarantees must initially be recorded at fair 
value, as determined in accordance with the interpretation. 

Altemstively, guarantees between and on behalfof entitie under common c m m l  or that are similar to product warranties are subject only to the disclosure 
pmvisions of the interpretation. The company must disclose information as to the term of the guarantee and the maximum potential amount of future gross payments 
(undisounted) under the g u n " ,  even if the likelihood of a claim i s  remote. 

At Dec. 3 I ,  2007, Tampa Electric was not obligated under  guarantee^ or letters of credit for the benefit of third pmies, including entities under common control. 
At Dcc. 3 I ,  2007, TECO Energy had provided a fuel purchase guarantee on behalf Of Tampa Electnc and had outstanding letters of credit on hehalfof Tampa Electric 
in  the face  amount^ of $20.0 million and $0.3 million, respectively. 

Financial Covenants 

In order to utjiize its hank credit facilities, Tampa Electfic Company must meet certain financial tests as defined in the applicable agreements. In addition, 
Tampa Electric Company has certain restrictive covenants in specific agreements and debt instnrments. At Dec. 3 I, 2007, Tampa Electric Company was in compliance 
with required financial covenanu. 

9. Related Party Trrmlrtions 

In January 2006, Tampa Electnc purchased Two 150-megawan combustion turbines and other ancillary equipment h m  TPS McAdams for $20.6 million. This 
has been included in capital expenditures on the Tampa Electric Company Consolidated Statements of Cash Flows for the period ended Dec. 3 I, 2006. 

In October 2003, T a m p  Electric signed a five-year contract renewal with an affiliate company, TECO Transport, for integrated waterbome fuel transportation 
services effective Ian. I ,  2W. me contract calls for inland fiver and ocean transponation along with river terminal storage and blending services for up to 5.5 million 
tms of coal annually through 2008. In December 2007, TECO Energy sold TECO Transport 10 an unaffiliated pafly. (See Note 16, Msr!3gers, Acquisitions and  
Dispositions in Notes l o  the Consolidated Financial Statements of TECO Energy, Inc's Annual Report on Form 10-K) 

A summary of activities belween Tampa Electric Company and its affiliates follows: 

Net t i m ~ a ~ t i o n i ~ l t h  afiliates: 

2w3 - 2006 - (mi,," 2007 

Fuel and interchange related, net S 93.2'') $ 103.1 S 82.5 
Administrative and g e n a l ,  net $ 19.6 $ 1 4 . 5  $ 1 3 . 3  

Amounts duc from or to .ttllietes ofthe mmppny rt Dee 31, 

(mltllonr) 

Accounw, receivable,' $ 0.7 $ 2.6 
ACCDU~IS payable"' $ 5.5 $ 11.7 

(1) 
(2) 

1W6 - 1m7 - 

Accounts receivable and accounts payable were incurred in the ordinary course ofhusiness and do not bear intemt. 
Amounts related to the transportation, transfer and storage of coal by TECO Transport. 
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10. segment Information 

Tampa Electric Company is a public utility operating within lhe state of Florida. Through its Tampa Electric division, it is engaged in the generation, purchase 
transmission, distnbulion and sale of electric energy to more than 668,000 cwtomelS in West Central Florida. l i s  Peoples Gas System division i s  engaged in the 
purchase, distribution and marketing of natural gar for more than 334,000 residential, commercial, industrial and electric power generation customen in the state of 
Florida. 

Segment Informstion 

Revenues4utsiders 
Sales to affiliates 

Total re"en"eS 
Depreciation and amaclizalion 
Total interest charges 
Provision fortans 
Net income 
Total assets 
Capital expenditures 

Revenues-utsiden 
Sales IO aff,1iates 

Total re"e""eS 
Depreciation and amonilstion 
Total interest charges 
Provision fortaxes 
Net income 
Total assets 
Capital expenditures 

Revenues-utsiders 
Sales to afiliats 

Total revenues 
Depreciation and amwuzation 
Total interest charges 
Provision fortaxes 
Net income 
Total assets 
Capital expenditures 

2006 

1005 

$ 2 , 1 8 6 6  9 5997 

$ 2,1884 $ 5991 
- 1 8  

178.6 40.1 
112.2 17.1 
85.2 16.4 

16 1503 $ 2 6 5  
4,672 5 754 3 

$ 3738 e 4 9 2  

6 - $ 2,7863 
(0.6) 1.2 

$ (0.6) $ 2,181 5 
- 218.7 
IO. I ) 129.2 
- 101.6 

$ - $ I 7 6 8  
(7.5) 5,419.3 

$ - $ 4230 

$ 2,082.7 $ 577.6 $ - $ 2,660.3 
2.2 (0.6) I .6 

16 2.084.9 $ 577.6 S 10.6) IE 2.661.9 
~ 

1863 36 5 
I074  15 2 

- 222.8 
- 122 6 

80 3 18.8 - 99.1 
16 1359 $ 29.7 $ - $ 165.6 

4,620.7 748.9 (4.5) 5,365.1 
$ 366.4 IE 54.0 16 - S 420.4 

$ 1,744.3 16 549.5 LE - $ 2,293.8 
2.5 - (0.6) I .9 

$ 1,746.8 $ 549.5 S (0.6) IE 2.295.7 
187.1 35.0 - 222.1 
98.3 15.1 - 113.4 
90.6 18.5 - 109.1 

$ 1471 $ 2 9 6  $ - $ 1167 
4,438.2 721.5 (3 5 )  5,1562 

$ 2460 - $ 203.5 $ 42.5 - -- 
11. Asset Retirement Obligations 

Tampa Electri~ Company accounts for asset retirement obligations under FAS 143, Accourrting/orAsser Rriiremenr Ohli@ons. An asset retirement obligation 
(ARO) far a long-lived asset is recognized at fair value at inception ofthe obligation if there i s  a legal obligation under an existing or enacted law or stalute, a wit ten  or 

91 

58 1 



TAMPA ELECTRIC COMPANY 
DOCKET NO. 080317-El 
SCHEDULE NO. F-2 
PAGE 353 OF 506 

Table of Contents 

oral  ont tract, or by legal construction under the docinne of promissory e~toppel. Retirement obhgations are recognized only if the legal obligation exists in connection 
with or as a result ofthe permanent retirement, abandonment or sale of8  long-lived asset. 

When the liability is initially worded ,  the camymg amwnt of the related long-lived assel is correspondingly increased. Over time, the liability i s  accmed to its 
estimated future value. The corresponding amount capitalizd at inception i s  depreciated over the remaining useful life of the assel. The liability must be revalued each 
pe r id  based on current market prices. 

For the years ended Dec. 3 I, 2007 and 2005, accretion expense was immaterial and no significant revisions 10 eslimated cash flows were necessary. For the year 
ended Dec. 3 I ,  2006, significant revi~ions to estimated cash flows used in determining the recognized asset retirement obligations were adjusted by $7.3 million at 
Tampa Eleceic Company. Thhe amount is attributed to the increased cost of removal of materials used in the generation and transmission ofclecticity. 

Reeonelliation of beginning and ending carrying amount of asset retirement obligations: 

DIG. J I ,  
1006 - ,in n1llionr) 2007 

Beginning Balance $ 26.5 $ 18.6 
7.3 Revisions to estimated cash flows ~ 

other" 
Ending Balance 

0.6 - 0.6 
16 27.1 $ 26.5 - -  

(I) Amrefion expense recorded as a deferred regulatory asset. 

AS regulated utilities, Tampa Electric and PGS must f i le 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 B cost ofremoval factor, expressed as a 
percentage. The net salvage factor is principally comprised oftwo componentspa salvage factor and a cost of removal or dim"1lement factor. The company uses 
current cost ofremoval or dismantlement factors as part ofthe estimation method to appronimatc the amount of cost ofremoval in accumulated depreciation. 

12. Derivatives and Hedging 

Tampa Electric Company enters info futures, fowards, swaps and option cmtract~ to limit the exposure to interest rate changes for fulure debt issuance and 
price fluctuations for physical purchase and sales ofnatural gas in the course of normal operations. The company uses derivatives only to reduce normal opmtingand 
market risks, not for speculative purposes. The company's primary objective is to reduec the impact ofmarket price volalilily on ratepayers, and uses derivative 
in~trument~ primarily to Optimize thc value of physical B S I C ~ S ,  including generation capacity and ndural gas delivery. Thhe risk management policies adopted by the 
company provide a framework thmugh which management monitors various risk exposures. Daily and periodic reporting of positions and other relevan1 metrifs are 
performed by a centralized risk management group which is independent of all opemting companies. 

The company applies the provisions of FAS 133, Accou~ingJor Drrivofiw lnrrrumcnls oad Hedging Aclib'ilies, as amended h,v FAS 138. Accounling/or 
Cerlain Derivalive Inslrummr~ and Cerloin Hedging A d v i l y  and FAS 149, Amendment on S I Y ~ P ~ E ~  133 on Drriiiarne Inrlrumerrrs and Hedging At  milies . These 
standards require companies to recognize derivatives as either assets or liabilities in the financial statements, to measure those instmments at fair value, and ta reflect 
the changes in the fair value of those instruments as either components of other comprehensive income (OCr) 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 immedialdy recognized in current net income. As the underlying hedged transaction matures or 
the physical commodity is delivered, the deferred gain or loss on the related hedging instrument must be reclassified f" OCI to eamings 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 received on the 
underlying physical transaction. Additionally, amountS deferred in OCI related to an effective designated cash flow hedge must be reclassified to current earnings ifthe 
anticipated hedged transaction is no longer probable of occurring. 

At Dcc. 3 I, 2007 and Dec. 3 I. 2006, Tampa Electric Company and its afi l iate~ had derivative assets (current and nom-cunmt) totaling $2.2 million and $0.2 
million, respectively, and liabilities (current and no"-cumnl) totaling $26.1 million and $74.0 million, respectively. At Dec. 31,2007, $8.2 million of liabilities are 
related 10 interest rate swaps. The remaining $2.2 million of assets and $I 7.9 million in liabilities are related to natural gas swaps. At DE. 3 I ,  2006, all assets and 
liabilities were related to natural gas swaps 

As a result of  applying the provisions af FAS I1 in accordance with the FPSC, the changes in valuc of natural gas denvalivcs are recorded as regulatory assets or 
liabilities Io reflect the impact ofthe fuel recovery clause on the nsks ofhedging activities. Included in the net derivative liability as of Dec. 3 I, 2007 are $8.4 million in 
inlercsf rate swaps related to the forecasted issuance ofdebf in  2008. There 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 1, 2007, nct pretax lo~ses of $17.3 million are expected to be reclassified from regulatory assets or lisbilities and 
accumulated ather comprehensive income to the Consolidated Statement of Incane within the next lwelve months. However, these amomts and other future 
reClaSSificatiOnS from regulatory assets or liabilities and aewmulated other comprehensive income will fluctuate with  movement^ in the underlying market price of the 
derivative instnrments. The company does not currently have any cash Row hedges for transactions forecasted to take place in periods subsequent to 2009. 

13. Subsequent Events 

Tax-Exempt Au~t lon  Rate Bonds 

On Feb. 19 and Feb. 26,2008 two series oftax-exempt auction-rate bonds totaling $105.8 million issued for thebenefit of Tampa Electric Company by the 
Hillsborough County Industrial Development Authority (HCIDA) expenenced failed auctions and in accordance with the terms of the bond indentures. the seven day 
interest rate on these series reset to 14% Auctions on Feb. 19 for Tampa Electric's three other senes oftax~exempt auction-fate bonds with interest periods of7 and 35 
days totaling $I 81 .O million rcnled at interest rates o f  10% to 12%. The interest rates set in the Feb. 19 auction of 11% and 12% on the Polk County Industrial 
Development Authority (PCIDA) Series 2007 and HCDA Series 2007C. respectively, arc in  erect until Mar. 26. On Feb. 26, the auction for thc HCIDA Series 2W6 
senled a1 an interest rate of 1.55% for the succeeding 7-day interest period. On Feh. 25 Tampa Electric Company notified the tru~tee for the tax~erempl bonds issued for 
the benefit afthe company by the HClDA and PClDA that the company has elected to purchase in lieu ofredemption the $75 million PClDA Solid Waste Disposal 
Revenue Refundine Bonds (Tamoa Electric Comoanv ProiecR Series 2007. and the S125.8 million HClDA Pollution Confml Revenue Refuodine Bonds 1Tamo.a __ ~~,~ . ~~ ~ ~~ ~~ ~~~~ , .  . ,  ~, 

Electric Pijecl)  &s 2007 A, Band C, on Mar. 26,2008, which is an int& payment date. The company does not intend to extinguish 01 cancel the bonds upan 
such purchase. 

With respect 10 the company's remaining tax~erempt auction rate bonds, the $86.0 million HClDA Pollution Control Revenue Refunding Bonds (Tampa Electric 
Company Project), Seties 2006, the company plans to convert such bonds on or after Mar. 19,2008 lo a fixed-rate mode pursuant to the terns of the Loan and Trust 
Agreement governing those bonds, which allow$ for their conversion from an auction rate mode to other interest ratc modes. 

Because thc auction rates reset every 7 days for 16191.8 million ofthcse bonds, and every 35 days for $95.0 million. management determined that it would not be 
reasonable 01 practical to remeasure the fair value as ofthe dale of this report, but that the values could be different than the amount included in the fair value disclosure 
in  the Consolidsted Statements of Capitrlizstion 
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Item 9A. CONTROLS AND PROCEDURES. 

TECO Energy, Ine 

Conclusions Regarding Effectiveness of Disclosure Cantrolr and Procedures. 

TECO Energy's management. with the panicipation ofits principal executive officer and principal financial officer, has evaluated the effectivenm of TECO 
Energy's disclosure controls and procedures (as such term is defined in Ruler 13a-I5(e) and I5d-l5(e) undn the Securities Exchange Act of 1934, as amended (the 
"Exchange Act")) as ofthe end ofthe period covered by this annual mpon (the "Evaluation Date"). Based on such evaluation, TECO Energy's principal executive 
officer and principal financial officer have concluded that, as ofthe Evaluation Date, TECO Energy's disclosure c~ntrols and procedures are effective. 

Management's Report on Internal Control over Financial Reporting. 

TECO Energy's Managemem's Repon on Lntemal Contml Over Financial Reponing is on page 2 ofthis repon. 

TECO Energy. I n c . ' ~  intemal control over financial reponing as of Dec. 3 I .  2007 has been audited by Pricewaterhousecooperr LLP, an independent registered 
certified public accounting firm, as stated in their report which is on page 3 ofthin repon. 

Recause ofits inherent limitations, intemal ~ o n t m l  over financial reponing may not prevent or detect misstatements. A control system, no matter how well 
designed and operated, can provide only reasonable asurance with respect to financial Statement preparation and presentation. Pmjcctions of any evaluation of 
effectiveness to future periods are subject to the risk that controls may become inadequate because ofchanger in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 

Changes in Internal Control over Flnmeial Reporting. 

Therc was no change in TECO Energy's intemal control over financial reponing (as defined tn Rules I3a-l5(fl and lSd-l5(t] under the Exchange Act) 
identified in connection with the evaluation of TECO Energy's intemal confr~ls that occumd during TECO Energy's last fiscal quarter that has materially affected, or 
is reasonably likely to materially affect, such c~ntrols. 

Tampa Electric Company 

Conclusions Regarding ENeeetivenrrr of D i ~ c l o ~ ~ r e  Controls and Procedures. 

Tampa Electric Company's management, with the participation of its principal executive officer and principal financial officer, has evaluated the effectiveness of 
Tampa Electri~ Company's disClosure contntTOh and procedures (as such term is defined in Rules 13a-l5(e) and 15d-l5(c) under the Securities Exchange Act of 1934, as 
amended (the "Exchange Act'')) as ofthe end ofthe period covered by this annual repon (the "Evaluation Date"). Based on such evaluation, Tampa Electric Company's 
principal executive officer and principal financial officer have concluded that, as of the Evaluation Date, Tampa Electric Company's disclosure ~ o n t r o l ~  and procedures 
a x  effective. 

Mansgemenr's Report an Infernal Control over Financial Reporting 

T m p a  Eleclnc Company Management's Repon on lntemal Control Over Financial Reponing is on page 63 ofthis repon. 

This annual repon does not include an anestation repan of PiicewaterhaureCooperr, LLP regarding Tampa Elecmc Company's intemal control over financial 
reponing. Management's repart was not subject to altfftation by PricewaterhouseCooperr pursuant to temporary rules ofthe Securities and ExchanEe Commission that 
permir the company to provide only management's repon in this annual repon. 

Because of its inherent limitations, inlemal control over financial reponing may not prevent or detect misstatements. A cmtml system, no matter how well 
designed and operated, can provide only reasonable assurance with respect to financial statement preparation and presentation. Projections of any evaluation of 
cffcctiveness to future periods are subject to the risk that ~ o n t r o l ~  may become inadequate because of changes in conditions, or that ths derree of comoliance with the 
policies or procedures may deteriorate. 

Changes in Internal Control over Rnnneial Reporting. 

There was no change in Tampa Electric Company's intemal confrol over financial reponing (as defined in Rules I3a-I5(0 and I 5d-l5(f) under the Exchange 
Act) identified in connection with the evaluation ofTampa Electnc Company's intemal ~ o n t m l ~  that accurred dunng Tampa Electfic Company's last fiscal quarter that 
has malmially affected, or is reasonably likely to materially affect, such controls. 
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Item IS. 

(a) 

EXHIBITS, FINANCIAL STATEMENT SCHEDULES. 

Certain D%cumenlr Filed as Part of lhis Form LO~K 

I .  Financial Statements 

TECO Energy, Inc. Financial Statements ~ See index on page I 

Tampa Electric Company Financial Statements - See index on page 62 

2. Financial Statement Schedules 

Condensed Parent Company Financial Statements Schedule I ~ pages 96-99 

TECO Enner&y, Inc. Schedule I1 - page 100 

Tampa Electric Company Schedule I1 ~~ page 101 

3. 

The exhibits filed as pan of this Form IO-KIA are listed on the Exhibit Index immediately preceding such Exhibits. The Exhibit Index is incorporated herein h) 
reference. 

The financial statement schedules filed as part of the Original Form IO-K are listed in paragraph (a)(2) above, and are contained in the Original Form IO-K. 

Exhibits ~ See index beginning on page 206 ofthe Original Form IO-K, as supplemented by the index an page 103 ofthis report 

(b) 

(c) 

All other schedules and exhibits not indicated above are contained in the Onginal Form IO-K 

95 

585 



TAMPA ELECTRIC COMPANY 
DOCKET NO. 080317-El 
SCHEDULE NO. F-2 
PAGE 357 OF 506 

Table of Contents 

SCHEDULE I-CONDENSED PARENT COMPANY FINANCIAL STATEMENTS 

TECO ENERGY, INC. 
PARENT COMPANY ONLY 

Condensed Balance Sheets 

~n1i1io"sl 
AssN 
Current a**en 

Cash and cash equivalents 
Restficted cash 
Advances to affiliates 
ACCOU~IS receivable hom aff~liates 
A E C O U ~ ~ S  receivable 
interest receivable from affiliates 
Other current assets 

Total current assets 

Property, plant and equipment 
Propeny, plant and equipment 
Accumulated depreciation 

Total property, plant and equipment 
Other 8ssets 

investment in subsidiaries 
Deferred income taxes 
Other assets 

Total other assets 
Total assets 

Linbilitia mfcapifd 
Current liabilities 

Long-term debt, cment 
Accounts payable to affiliates 
Accounts payable 
Margin call collateral 
Interest payable 
TaXeSaCClUed 

Advanas  from affiliates 
Other cumnt liabilities 

Total cumnt liabilities 
Other linbilitien 

Long-term debt-others 
Other liabilities 

Total other liabilities 
capita1 

Common equity 
Additional paid m capital 
Relained earnings (deficit) 
Accumulated other comprehensive income 
Common equity 

Total liabilities and capit4 
Total capital 

De<. 31. 
2007 

The accompanying notes are an integral pan ofthe condensed financial swatemem 
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$ 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 

$ 3,933.8 

s -  
i .n 

11.4 
42.3 

5.0 
3.8 

1,416.9 
4.4 

1,484.8 

404.1 
12.3 

416.4 

210.9 
1,489.2 

334.2 

2,032.6 
2,032.6 

$ 3,933.8 

(1.7) 

DIE. Jl, 
2086 

$ 402.3 
7. I 

377.1 
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 

$ 371.4 
I .3 
6.6 

20.5 

358 8 
0 5  

759 i 

l,6W 8 
21 2 

1,622 0 

209 5 
1,466 3 

83 7 
(8.1) 

I ,75 I .4 
1,751.4 

$ 4,132.5 

586 



TAMPA ELECTRIC COMPANY : 

DOCKET NO. 080317-El 
SCHEDULE NO. F-2 
PAGE 356 OF 506 

Table of Contents 

SCHEDULE I A O N D E N S E D  PARENT COMPANY FINANCIAL STATEMENTS 

TECO ENERGY, INC. 
PARENT COMPANY ONLY 

Condensed Statements of Income 

For the years mdrd Oec 31. 
(nilllonr) 
RW.M”DS 
Expenses 

Admmstrauve and general expenses 
Other taxes 

Deprefiation and amortilation 
Restructuring charges 

Total expenses 

Loss on debt extinguishment 
Other income 
Eamings from investments in subsidiaries 

Interest Income (expense) 
Interest mcome 

Affiliates 
Others 

Others 
Total lnt-t expense 

Income before income taxes 

Benefit for income taxes 
Net incame 

~ m s a c t ~ o n  costs nlaed to sale orbusmess 

locome cmmopenlioas 

Inferst expense 

1w1 
s -  

5.7 
0.9 

27.1 
0.4 
- 
34.1 

(34.1) 

(32.9) 
1.4 

504.6 

27.3 
9.3 

(121.3) 
(84.7) 
354.3 

(58.9) 
$ 413.2 - 

The accompanying notes are an integral  par^ ofthe condensed financial staiements 
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2006 
s -  

6.8 

- 
6.8 

(6.8) 

319.4 

23.1 
20.3 

( I  48.7) 

204.8 
(105.3) 

(41.5) 
0 246.3 - 

ZW5 
s -  

10.1 

433.6 

36.8 
9.6 

(166.7) 

228 9 

(45.6) 

(I20 3) 

S 2745 - 
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SCHEDULE ILCONDENSED PARENT COMPANY FINANCIAL STATEMENTS 

TECO ENERGY, INC. 
PARENT COMPANY ONLI 

Condensed Statements of Cash Flows 

Forr*rym,,mdrdDec 31, 
,nUl,iO",, 

Cash flows from operating activities 
Cash flow6 from investing activities 

Resuined cash 
Capital expenditures 
Investment in subsidiaries 
Dividends from subsidiaies 
Net change in affiliate advances 
Other "on-current investments 

Cash flaws from investing activities 
Cash news rmm nnsnring mivi t ies  

Dividends to shareholders 
Common Stock 
Pmeeds from long-term debt 
Repayment of long-term debt 
Debt exchange premium 
Equity contract adjustment payments 

Cash flows used in financing sctivitiea 
Net (decrease) increase in cash and cash equivslent~ 

Cash and a s h  equlvdents at beginning of period 
Cash and cash equivnlenls nt end of period 

zno7 
$ 56.8 

(0.2) 
(0.1) 

(67.8) 
338.7 
166.1 
42.3 

419.6 

(163.0) 
14.0 

(668.7) 
- 

(2 I 2) 

(838.9) 
(302.5) 

402.3 
$ 99.8 

- 

The accompanying notes are an integral pan of the condensed financial Statements 
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zoo6 
$ 102  

0 1  

(43 31 
282 3 

75 4 

3145 

(1587) 
I 2 5  

- 

- 

- 
( in621  
- 
- 

(2524) 
72 3 

330 0 
$ 4023 - 

Inn3 
$ (59.9) 

(0.3) 
- 

- 
275.6 
189.7 

465.0 
- 

(157.7) 
196.4 
297.8 

(480.0) 

12.01 
(145.5) 

70.4 

- 

259.6 

$ 330.0 - 
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SCHEDULE I X O N D E N S E D  PARENT COMPANY FINANCIAL STATEMENTS 

Notes to Condensed Financial Stnamenlr 

1. Basis of Presentation 

TECO Energy, he., on a stand alone basis, (the parent company) has accounted for majarify-owned subsidiaries using the equity baris ofaccounting. These 
financial statements am presented on a condmsed basis. Additional disclosures relating to the parent company financial statsments are included under the T W O  
Energy Notes to Consolidated Financial Statements , which information is hereby incorporated by reference. 

The use of estimates is inherent in the preparation of financial Statements in accordance with generally accepted aecountingprinciples. Actual results could differ 
from those estimates. Cemin pnor year amounts were reclassified to conform to the current year presentation. 

2. Long-term Obllgntionn 

In connection with debt tender and exchange transactions, $32.9 million ofpremiums and fees were expensed and are included m "Loss an debt extinguishment" 
on the Condensed Parent income Statement for the year ended Dec. 3 I .  2007. See Note 7 to the TECO Energy Consolidated Finanelnl Slntements for a description 
and details of long-tmn debt obligations of the parent company. 

3. Commitments and Contingencies 

See Note 12 to the TECO Energy Caosalidated Fiomclal Statements far a descnptioan of all matend contingencies and guarantees outstending of the parent 
compuny. 

4. Derivatives and Hedging 

At Uec. 3 I, 2007. TECO Energy had B "Crude oil aptions receivable, net" asset totaling $78.5 million for transactions that were not designated as either a cash 
flow or fair value hedge. This balance includes the f u l l  settlement value of the crude oil options of$l20.8 million, offrel by the $42.3 million ofmargin call collateral 
collected. (See Note 2 ,  New Accounting Pmnouncements-Offsetting Am~unn Related to Cenain Contracts and Nolo 21 , Derivatives and Hedging, to the TECO 
Energy Consolidated Financial Statrmenb. j 

5. Sale of TECO Transport 

On Dec. 4,2007, TECO Diversified, Inc., a wholly-awed subsidiary ofthe company, sold its entire interest m TECO Transpon Corporation for cash IO an 
unaffiliated investment p u p .  In connection with this sale, TECO Energy Parent Only incurred transaction-related charges of $27.1 million. 
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SCHEDULE II-VALUATION AND QUALIFYING ACCOUNTS AND RESERVES 

TECO ENERGY, INC. 

VALUATION AND QUALIFYING ACCOUNTS AND RESERVES 
For the Years Ended Dee. 31,2007,2006 and 2005 

(millims) 

Allowance for Uncollectible ACMU~IS:  
2007 
2006 
2005 

Wrke-off of individual bad debt accounl~ ( I )  

- $ 4 6  $ 6 8  $ 
$ 6 9  $ 6 9  $ 
0 n o  $ 7 0  $ 

- 
~ 

IO0 
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SCHEDULE II-VALUATION AND QUALIFYING ACCOUNTS AND RESERVES 

TAMPA ELECTRIC COMPANY 
VALUATION AND QUALIFYING ACCOUNTS AND RESERVES 

Far the Yean Ended Dee. 31,2007,2006 and 2005 
(millions) 

Allow~occ for Uncollstible AECOUIB: 
2007 
2006 
200s 

Wnte-off of individual bad debt accounts I I) 

P 1.2 
$ 1.3 
P 1.0 

101 

6.8 
6.3 
6.8 

~ $ 6.6 P 1.4 
$ 6.4 $ 1.2 
S 6 5  6 1.3 

- 
~ 
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SIGNATURES 

Pursuant to the requirements ofthe Securities Exchange Act of 1934, the registrant has duly caused this repon to be signed on its behalf by the undersigned 
hereunto duly authorized 

Date: March 7, 2008 TECO ENERGY. INC. 
[Registrant) 

SIGNATURES 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this repon to be signed on its behalfby the undersigned 
hercunto duly authorized. 

Dale: March 7.2W8 TAMPA ELECTRIC COMPANY 
(Registrant) 

Id G .  L. GILLEITE 
G .  L. GILLEITE 
Senior Vice President-Finance and Chief Financial Officer (hlncipal Financial 
Officer) 
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INDEX TO EXHIBITS 

23.1 

23.2 

31.1 

Consent of Independent Registered Cenified Public Accounting Fim ~ TECO Energy, Inc. 
Consent of Independent Registered Cenified Public Accounting Firm ~ Tampa Electric Company 

Cenificatim ofthechief Executive Officer of TECO Energy, Inc. pursuant to Securities Exchange Act Rules 13a-I4(a) and 15d-I4(a) as adopted punuant to 
Section 302 ofthe Sarbanen-Oxley Act of 2002. 

Cenification ofthe ChiefFinancial OfficerofTECO Energy, Inc. punuant to Securities Exchange Act Rules 13a~14(a) and 15d-I4(a) as adopted pursuant to 
Section 302 of the Sarbanes-Oxley Act af2002. 

31.2 

3 I .3 Certification ofthe Chief Executive Officer ofTampa Electric Company pursuant to Securities Exchange Act Rules I3a-I4(a) and I5d~l4(a)  as adopted 
pursuant to Section 302 afthe Sarbanes-Onley Act of2002. 

31.4 Cmificalim oflhe ChiefFinancial Officer ofTampa Electric Company to Secueties Exchange Act Rules 13a-14ia) and 15d-14ia) as adopted pursuant to 
Section 302 ofthe Sarbanes-Oxley Act of2002. 

Cenificalion offhe Chief Executive Officer and Chief Financial Officer ofTECO Energy, Inc. pursuant to 18 U.S.C. Seclion 1350 as adopted pursuant lo 
Section 906 ofthe Sarbanes-Oxley Act of2002. (I) 

Cenificatm afthe Chief Executive Officer and Chief Financial Officer ofTampa Electric Company pur~uant to I 8  U.S.C. Section 1350 as adopted pursuant to 
Section 906 oflhe Sarbanes~Onley Act of2002. (1  

32.1 

32.2 

(1) This certification accompanies the Annual Report on Form IO-K and is not Bled as pan ofit. 
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CONSENT OF MDEPENDENT REGISTERED CERTIFIED PUBLIC ACCOUNTING FIRM 

We hereby consent to the incorporation by reference in the Reginration Smements on Form S-8 (Nos. 333-02563,333-25563,331-60776 and 333-1 15954). and on 
Form S-3 (Nos. 333-83958,333-l020l8 and 333-1 32243) ofTECO Energy, Inc. and its subsidiaries of our repon dated February 27, 2008 rdating to the financial 
statements, financial statement schedules and the effectiveness of intemal Control over financial reponing, which appears in this Form IO~WA. 

IS1  Pncewaterhousecoopen LLP 
Tampa, Florida 
Fcbruary 27,2008 
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Exhibit 23.2 

CONSENT OF NDEPENDENT REGISTERED CERTIFIED PUBLIC ACCOLNTNG FIRM 

We hereby ~onsenl to the incorporation by reference in the Registration Sfatemenls on Form S-3 (Nos. 333-55090.333-91602 and 333-132243-01) ofTampa Elechic 
Company and its subsidiaries ofour repon dated February 27,2008 relating to the financial Statements and tinancia1 swtement schcdule, which appears in this Form 10- 
KIA. 

Id Fricewaterhous~Coopem LLP 
Tampa, Florida 
Februav 27,2008 
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CERTIFICATIONS 

I, S h e d  W. Hudson, cerlify that: 

I ,  

2. 

I have reviewed this Amendment No. I to annual report on Form IO-KIA of TECO Energy, Inc.: 

Based on my knowledge, this report does not contain any untrue Statement of8 m a t e d  fact or omit IO state a material fact necessary 10 make the statemen& 
made, iii light of the circumstances under which such stalements were made. not misleading with respect to the period covered by this report: 

3. Bared on my knowledge, the financial statements, and other financial information included in this repon, fairly present in all material respecls the financial 
condition,  result^ ofoperalions and cash flows ofthe registrant as of, and for, the petids presented in this report; 

Date: March 7.2U08 id S .  W. HUDSON 
S. W. HUDSON 
Chairman ofthe Board, and Chief Executive Officer 
(Principal Executive Oficer) 
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CERTIFICATIONS 

I, Gordon L. Gillette, certify that: 

I. 

2. 

I have reviewed this Amendment No. I to annual repon on Form IO~WA of TECO Energy, Inc.; 

Based on my knowledge, this repon d w s  not Contain any untme statement of a matenal fact or Omit to state a mateal  fact necessary to make the statements 
made, in light of the cimumstances under which such statements werc made, not misleading with respect to the pe r id  covered by this repon; 

3. Based on my knowledge, the financial statements, and other financial infomation included in this repon, fairly present in all matenal respects the financial 
condition, results of operations and cash flows ofthe regi~lmnt as of, and for, the pen& presented in this repon; 

Date: March 7,2008 Is/ G. L. GILLETTE 
G. L. GILLETTE 
Executive Vice President and Chief Financial Officer 
(Principal Financial Otlicer] 
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Exhibit 31.3 

CERTIFICATIONS 

1. Shemll W. Hudson, certify that: 

I .  

-. 

3. 

4. 

5 .  

I have reviewed this Amendment No. I to annual repon on Form IO-KIA of Tampa Electric Company; 

Bared on my knowledge, this mpon does (101 contain any untrue Statement "fa material fact or Omit to state a material fact necessary to make the stalement~ 
made, in light of the cir~umstances under which such statement~ were made, not misleading with respect10 the period covered by this repon; 

Based on my knowledge, the financial statements, and other financial information included in this repon, fairly present in all material respects the financial 
condition, results of operations and cash flows ofthe registrant as of, and for, the periods presented in this repon; 

The registrant'r other certifying offker and I are responsible for establishing and maintaining disclosure ~ o n f r o l ~  and procedures (as defined in Exchange Act 
Rules I3a-I  5(e)  and 15d-I5(e)) and intemal contr~l over financial reporting (as defined in Exchange Act Rules 13a-15(0 and I5d-15(0) for the registrant and 
have: 

a) Designed such disclosun controls and procedures, or caused such disclosure controIs and procedures IO be designed under OUT supervision, to ensure that 
material information relating to the registrant, including its consolidated subsidiaries, is made k n o w  to us by others within those entities, panicularly 
duingthe  period in which this repon is being prepared; 

Designed such inlemal control over financial reponing, or caused such intemal control over financial reponing lo be designed under our supervision, to 
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance 
with generally accepted accounting principles; 

€valuated the effectiveness ofthe registrant's disclosure controls and procedures and presented in this repon our ~ o n c l u ~ i o n ~  about the effectiveness of the 
disclosure controls and procedures, as of the end ofthe period covered by this report based on such evaluation; and 

Disclosed in this repon any change in ths registrant's intemal control over financial reponing that occurred during the registrant's most recent fiscal qumer 
that has materially affected, or i s  reasonably likely to materially affect, the rcgishant's intemal ~ontrol over financial reporting; and 

b) 

c) 

d) 

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of intemal c ~ n t m l  over financial reponing, to the registrant's 
auditors and the audit committee ofthe registmnt's hoard of directors (or pmons  performing the equivalent functions): 

a) All significant deficiencies and material weaknesses in the design or operation of mtemal contml over financial reponing which are reasonably likely to 
adversely affect the registrant's ability to record, process, summarize and nport financial information; and 

Any fraud, whether or not material, that involves management or other employees who have a significant role in lhc registrant's intemal control o v e ~  
financial reponing. 

h) 

Date: March 7, 2008 Is/ S. W. HUDSON 
S. W. HUDSON 
Chairman ofthe Board, and ChiefExecutive Ofiicer 
(Principal Executive Oficer) 
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Exhibit 31.4 

CERTlFlCATlONS 

I, Gordon L. Gillme, certify that: 

I. 

2. 

I .  

4. 

5 .  

I have reviewed this Amendment No. I to annual repon on Form IO-KIA of Tampa Electtie Company; 

Based on my knowledge, this repon does not conlain any untme statement ofa material fact or omlt to slate a material fact necessary 10 make the stalements 
made, in light of the circumstances mder which such statements were made, not misleading with respect to the period covered by this repon; 

Based on my knowledge, the financml statemenls, and other financial information included in this repon, fairly present in  all material rerpccts the financial 
condition. results of operations and cash flows of the registrant as of, and for. the periods presented in this repon; 

The registrant's other cenifying offrlcer and I are responsible for establishing and mainlaining disclosure ~ m t r o l s  and procedures (as defined in Exchange Act 
Rules I 3 a - 1  S(c) and ISd-lS(e)) and intemal control over financial reponing (as dcfined in Exchange Act Rules 13a-IS(t) and I Sd-IS(0) for the mgistrant and 
have: 

a) Designed such disclosure c ~ n t r ~ l s  and procedures, or caused such disclosure conmls and procedures to be designed unda  our supervision, to ensure that 
material infomation relating to the registrant, including if$  consolidated subsidiaries, is made k n o w  to us by others within those entities, panicularly 
dunng the period in which this repon is being prepared; 

Rsigned such internal control over financial reponing, or caused such intemal control over financial reponing to be designed under OUT supervision, to 
provide reasonable assurance regarding the reliability o f  financial reponing and the preparation of financial statements for extemal purposes in accordance 
with generally accepted accounting principles; 

Evaluated the effectiveness of the registrant's disclosure ~ o n t r ~ l ~  and procedures and presented in this repon our Conclusions about the effectiveness of the 
disclosure ~ontro l~  and pracedures, as of the end ofthe paiod covered by this repon based on such evaluation; and 

Disclosed in this repon any change in the registrant's internal control over financial reponing that occurred during the registrant's inost recent fiscal quarter 
that has materially affected, or is reasonably likely to materially affect, the registrant's intemal ~onfrol over financial reponing; and 

b) 

c) 

d) 

The registrant's other cenifying otlicer and I have disclosed, based on our most recent evaluation of intemal confml over financial reponing, to the registrant's 
auditon and the audit committee of the registrant's board of directors (or persons performing the equivalent functions): 

a) All significant deficiencies and mateial weaknesses in the design or operation of internal ~onfrol over financial reponing which are reasonably likely 10 

adversely affect the registrant's ability to record, process, summarize and repon financial infomation; and 

Any fraud. whether m not material, that invnlves management or other employees who have a significant mle in the regisbant's intemal comol over b) 
financial reporting. 

Date: March 7, 2008 /sic L GILLETTE 
G. L GILLEITE 
Executive Vice President and Chief Financial OfFlcer 
(Principal Financial Oficer) 
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Exhibit 32.1 

TECO ENERGY, INC 

CertiOeation of Periodic Finanrid Report 
Pursuant to 18 U.S.C. Section 1350 

Each of the undersigned offcers of TECO Energy, Inc. (the "Company") certifies, under the standards set fonh in and ~ole ly  for the purposes of I8 U.S.C. 
Section 1350, as adopted p~rsuant to Section 906 of the Sarbanes-Oxley Acl of2002, that, to his knowledge, the Annual Repon on Form IO-KIA of the Company for 
the year ended December 3 I .  2007 fully complies with the requirements of Section 13(a) or I5(d) ofthe Securities Exchange Act of 1934 and information contained in 
that Form 10-KIA fairly presents, in ail m a t e d  respects, the financial condition and results of operations ofthe Company. 

Dated March 7,2008 is/ S. W. HUDSON 
S. W. HUDSON 
Chief Executive Officer 

hi G .  L. GILLETTE 
G. L. GILLEITE 

Dated: March 7,2008 

Chief Financial Officer 

A signed original of this witten statement required by Section 906. or other document authenticating, acknowledging, or otherwise adopting the signature that 
appears in typed form within the electronic version ofthis -Iten Statement required by Section 906, has been pmvidcd to the Company and will be retained by the 
Company and fumished to the Securities and Exchange Commission or its staifupon request. 

The foregoing certification is being furnished 10 the Securities and Exchange Commission as an exhibit to the Form I O W A  and shall not be considered tiled as 
pan of the Form I 0-KIA. 
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Exhibit 322 

TAMPA ELECTRIC COMPANY 

Certification of Periodic Flnancid Report 
Pursuant to 18 U.S.C. Section 1350 

Each of lhe undersigned ofticem ofTampa Electtic Company (the "Company") eenifies, under the standards set forth in and solely for the purposes of I8 U.S.C. 
Section 1350, as adopted pursuant to Section W6 afthe Sarbnnes-Oxley Act of 2002, that, to his knowledge, the Annual Repon on Form IO~KIA of the Company for 
the year ended December 31,2007 fully complies with the requirements of Section 13(a) or 15(d) afthc Sevunries Exchange Act of 1934 and information contained in 
that Form IO-KIA fairly presents, in all matmial respects, the financial condition and ~ c i u l t s  ofoperations ofthe Company. 

Dated: March 7,2008 

Dated: March 7.2008 

/ s i  S. W. HUDSON 
S. W. HUDSON 
Chiof Executive Officer 

/ s i  G. L. GILLETTE 
G.  L. GILLETTE 
Chiof Financial Officer 

A signed original of this witten ~tatement required by Section 906, or other document authenticating, acknowledging, or olhewise adopting the signature that 
appears in typed form within the electronic version ofthis winen staIemen1 required by Section 906. has been provided to the Company and will be retained by the 
Company and furnished to the Secutities and Exchange Commission or its staff upon request. 

The foregoing cenificatim i s  being furnished to the Secutities and Exchange Commission as an exhibit to the Form IO-WA and shall not be considered filed as 
partoftheForm IO-UA. 

Created by IOKWizard \r?uw.lOKWizard.comSource: TAMPA ELECTRIC CO. 10-WA, March 07.2008 
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UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON, D.C. 20549 

FORM 10-Q 

IXI QUARTERLY REPORT PURSUANT T O  SECTION 13 O R  15(d) OF THE SECURITIES EXCHANGE ACT O F  1934 

For the quarterly period ended March 31.2008 

"r 

0 TRANSITION REPORT PURSUANT T O  SECTION 13 O R  15(d) OF T H E  SECURITIES EXCHANGE ACT OF 1934 

For the transition period from to 

Commlarion Fllr No, 
1-8180 

1-5007 

(a Florida corporation) 
TECO Piara 

702 N. Frnnklln Street 
Tamps, Florida 336U2 

(813) 228-1111 

594475140 TAMPA ELECTRIC COMPANY 
(a Florida corporation) 

TECO Plaza 
702 N. Franklin Street 
Tnmpn, Florida 33602 

(813) 228-1 I11 

Securities registered pursuant to Section 1Z(h) of the Act: 

Title ofe.th d*SS 

TECO Energy, Inc. 
Common Stock, $1.00 par  value 
Common Stock Purchase Rights 

Securities registered pursuant to Section 1Z(g) ofthe Act: NONE 

Indicate by check mark whethcr the registrants ( I )  have filed all repons required to be filed by Section I3 or 15(d) ofthe Secunties Exchange Act af  1934 during the 
preceding I2  months (or for such shorter period that the registrant was required to file such reports). and (2) have been subject 10 such tiling requirements for the past 
90days. YES W NO 0 

Indicate by check mark whether TECO Energy, Inc. is a large accelerated filer, an accclcrated filer, a non-accelerated filer, or a smaller reponing company. See the 
definitions of "large accelerated filer,""accelerated file? and "smaller reporting company" in Rule 12h-2 of the Exchange Act: 

Large accelerated filer E3 Acceleraled filer 0 Non-accelerated filer 0 Smaller reporting company 0 

Indicate by check mark whether Tampa Electric Company is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company. See 
the definitions o f  "large accelerated fi1e~;"'accelerated filer'' and "smaller reponing company" in Rule I Zh-2 of the Exchange Act : 

Large accelerated filer 0 Accelerated filer 0 Non-accelerated filer W Smaller reponing company 0 

Indicate by check mark whelher TECO Energy, Inc. is a shell company (as defined in Rule 12b~2 of the Exchange Act). 

Indicate by check mark whether Tampa Electric Company is a shell company (as defined in Rule 12h-2 ofthe Exchange Act). YES 0 NO IX 

The number of shares ofTECO Energy, Inc.'s common stock outstanding as o WZOOX was 210,755,868. As of Apr. 25,2008, there were 10 shares of Tampa 

YES 0 NO W 
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Electric Company's common stock issued and outstanding, a11 ofwhich were held, beneficially and ofrecord, by E C O  Energy. lnc. 

Tampa Electric Company meets the conditions set forth in General instruction (H) ( I )  (a) and (b) ofForm 10.0 and is therefore tiling this form with the reduced 
disclosure format. 

This combined Form 10-0 represents separate filings by TECO Energy, h c .  and Tampa Electnc Company. information contained herein relating lo an individual 
registrant is filed by that registrant on its own behalf. Each registrant makes representations only as to infomation relating to iuelfand its subsidianes. 

Page I of 48 
Index to Exhibits appears on page 48 
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PART 1. FINANCIAL INFORMATION 

Item 1. CONSOLIDATED CONDENSED FINANCIAL STATEMENTS 

TECO ENERGY, INC 

In the opinion of management, the unaudited consolidated condensed financial siafements include all adjustments that are o f a  recuring nature and necessaly to 
state fairly the financial position of TECO Energy, Inc. and subsidiaria as of Mar. 31,2008 and Dec. 31,2007, and the r e s ~ l t ~  oftheir operations and cash flows for the 
penodr ended Mar. 31,2008 and 2007. The resuk ofoperations for the three month paiod ended Mar. 3 I ,  2008 are not necessarily indicative ofthe results that can be 
expected for the entire fiscal year ending Dec. 3 I ,  2008. References should be made to the explanatoly notes affecting the consolidated financial statements cmeined in 
Amendment No. I to TECO Energy, Inc.'s Annual Repon on Form I 0-K for the year ended Dec. 3 I .  2007 and to the notes on pager 8 lhiough 22 ofthis report. 

INDEX TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS 

Consolidaed Condensed Ralsnce Sheets, Mar. 31. 2008 and Dec. 31. 2NI7 

Consolidated Cmdcnsd  Stnlemcnts oflncomc for the thrw inmlli Deriods ended Mar. 31,2008 and 2007 

Consolidated Condensed Statrmrnln of Comnreheiisive Income for the three month nrriods ended Mar. 3 I, 2008 and 2007 

Coosolidnted Condensed Statements of C a d  Flows for the three moiitli orriods ended Mar. 3 I .  2008 and 2007 

Notch to Consolidated Condensed Financial Strltemcnis 

2 

3-4 

5 

6 

7 

8-22 
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TECO ENERGY, INC. 
Consolidated Condensed Balance Sheets 

Unaudited 

AS.”& 

p d l l ~ o n , ~ ,  exccp, lorrhrrw ~MOUW 
current **eh 

Cash and cash equivalents 
Rcstncted cash 
Shon-term investments 
Receivables, less allowance for uneollatibles of $3.5 and $3.3 at Mar. 3 I ,  2008 and Dec. 31,2007, respectively 
Crude oil options receivable, net 
1””mtones. at amage MSt 

Fuel 
Matends and supplies 

Current regulatory assets 
Cumnt derivative assets 
Prepayments and other currenl assets 
Income tar receivables 

Total Current assets 

Pmprty, plant and equipment 
Utility plant in service 

Electric 
Gas 

C m ~ t m ~ t i o n  work in p m p s  
Other prope~Iy 
Propeny, plant and equipment 
Aceumulated depreciation 

Total property, plant and equipment, net 
Other ~ s $ e 1 6  

Deferred income taxes 
Other inve~tments 

Long~term derivative assets 
lnvertment in Immsolidaled affiliates 
Goodwill 
Deferred charges and other assets 

Long-term regulatory assets 

Total other assets 
Total P S S D ~ J  

The accompanying notes are an integral pan ofthe consolidated condensed financial mtementS 

Mor. 31, 

2008 

$ 118.1 
7.5 
2.3 

309.9 
~ 

78.7 
68.1 
55.3 
72.2 
21.9 

0.7 
734.7 

5,256.9 
925.4 
427.2 
344.6 

6954.1 

4,952.3 

416.3 
22.0 

186.7 

246.0 
59.4 

116.6 
1,055.4 

S 6,742.4 

(2,001 .E) 

8.4 

Dec. 3,. 

2007 

S 162.6 
7.4 

295.9 
78.5 

85.8 
68.2 
67.4 
0.3 

23.0 
0.7 

789.8 

~ 

5,275.2 
917.4 
364.8 
336.4 

6,893.8 
(2,005.6) 
4,888.2 

424.9 
22.9 

186.8 
I .9 

275.5 
59.4 

1,087.2 
$ 6,765.2 

115.8 

3 
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TECO ENERGY, INC. 
Consolidated Condensed Bnlanee Sheets ~ continued 

Unaudited 

{mIIb" uFID,,", sham amornn, 

Cumnt IhbUitiea 
Long-term debt due within one year 

R C C 0 " E  

NO"-recO"ISe 
Notes payable 
A C C O U ~ ~ E  payable 
Customer deposils 
Cumnt regulatory liabilities 
Current derivative liabilities 
Interest accrued 
Taxes accrued 
Other current liabilities 

Total Current liabilities 
Other liabilities 

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

Recourse 
NO"-rsO"ISe 

Total othcr liabilities 
Comlnitments and motiogsncies (se Note 10) 
Capital 

Common equity (4W.O million shares authorized; par value $1; 210.7 million shares and 210.9 million shares outstanding at Mar. 

Additiunal paid in capital 
Retained earnings 
Accumulated other comprehensive loss 
Total capital 

31,2008 and Dec. 31.2007, respectively) 

Total liabilities and enpitnl 

The accompanying notes are an integral pan of the consolidated condensed financial statements 

4 

Mar. JI, 

2008 

$ 5.7 
i .4 

18.0 
282.2 
141.1 
102.9 
16.3 
65.4 
34.5 
15.3 

682.8 

11.4 

- - 
590.8 

0.1 

3.054.4 

4,066.6 

402.2 

7.1 - 
- 

210.7 
1,493. I 

323.8 
(34.6) 
1,99).0 
$ 6 742.4 + 

D c .  J I ,  
m u 7  

s 5.7 
i .4 

302.1 
138.1 
35.4 
26.0 
32.7 
33.2 
18.U 

617.6 

12.2 
582.7 

0.1 
377.2 

3,149.4 
9.0 

4,130.6 

2s.n 

- 

- 

210.9 
1,489.2 

334.1 
(17.2) 

2,017.a - 
$ 6,765.2 - 
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TECO ENERGY, INC. 
Consolidated Condensed Statements o f  Income 

Unaudited 

J M t i O n r ,  u r q , p r r h w e  annu,Us, 

ReWIlWS 
Regulated electric and gas (includes franchise fees and gloss receipts fares ofS26.4 in 2008 and $27.0 in 2007) 
Unregulated 

Total  revenue^ 

Regulated operations 
EXpf-"sW 

Fuel 
Purchased power 
Cost ofnaural gas soid 
Other 

Mining r.4ated costs 
Waterborne transponatim costs 
Other 

Maintenance 
Depreciation a d  amonilation 
Taxes, other lhan income 
Gain on sale, n ~ t  oftransaction related costs 

Total expenses 

Operation other expense 

Income from operations 
Other income 

Allownnee for other funds used duringcomtruction 
Olha income 
Income from equity investments 

Total other income 
Interest charges 

l"leres1 expepense 
Allowance for borrowed funds used during ~ ~ n ~ f u c t i o n  

Totat interest charges 
Income before provisbn fer income tares 
Provision for income taxes 
Income before minority Interest 
Minority interest 
Net inmme 
Average eommoo shares oubtanding ~ Basic 

Enmings per a h m  - Basic 

Dividends paid pi eammao share outstanding 

~ Diluted 

-Diluted 

$ 640.2 
151.5 
791.7 

163.6 
81.9 

I19.0 
71.3 

107.2 
- 
4.3 

46.0 
65.0 
54.9 

714.1 
77.6 

0.9 

1.3 
5.3 

17.4 
24.0 

58.2 
(0.5) 
57.7 
43.9 
13 1 
30.8 
- 

$ 30 8 
209 7 
2106 

S 0 15 
5 0 15 
$ 0195 

$ 640.6 
180.7 
821.3 
- 
___ 

189.1 
53.6 

57.6 

94.5 
54.7 

3.5 

71.6 
58.8 

2.8 
742.9 

78.4 

1.7 
51.9 
16.2 
69.8 

67.8 

67.1 
81.1 
31.8 
49.3 
23.5 

16 72.8 
208.6 

$ 0.35 
$ 0.35 
$ 0.190 

107.7 

49.0 

- 
- 

~ 

- 

(0.7) 

__ 
209.6 - 
- - 

The accompanying notes are an integral pan of the consolidated condensed financial statements 
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TECO ENERGY, INC. 
Consolidated Condensed Statements of Comprehensive Income 

Unaudited 

m r r r  m.,",*rmllrdMn,. I , ,  
mn,l,i"",, m a  200, 

Net income s 72.8 
Other comprehensive income Ooss), net of fax 

Nef uNZalized (losses) gains on cash flow hedges (5.91 I .9 
Amonization of unrecognizsd benefit costs 0.3 0.4 
Change in benefit obligations due to lwea~urement (10.8) - 
Unrealized loss on available-for-sale securities (1.0) ~~ 

Other comprehensive (lass) incame, net of t u  (L74) 2.3 
Comprehensive income $ 13.4 $ 75.1 - 

The accompanying notes are an integral pan of the consolidated condensed finan&l statements 
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TECO ENERGY, INC. 
Consolidated Condensed Statements of Cash Flows 

Unaudited 

Thmemomhr rnddMar. J I ,  
p,*ionr, 2008 
Cash flows fmm Operating artivldes 

Net income 16 30.8 
AdjusUnmts to reconcile net inoame u) net eash from operating activities: 

Depreciation 65.0 
Deferred income faxes 15.5 
Investment tax credits, ne[ (0.71 
Allowance for funds used during cmsrmction (1.3) 
Non-cash stock compensation 2.4 
Loss an sale ofbusinessiansets (1.0) 
Equity in eamine~ of unconsolidated affiliates, nef of cash distributions on eamingr 14.8 . .  
Mularity interest 
Derivatives 
Defmed recovery clause 
Receivables, i e s  allowance for uncollectibles 
InYentaries 
Prepayments and other deposits 
Tans accrued 
Interest accrued 
Accounts payable 
Other 

Cash flow from operating activities 
Cash flows fmm investing activities 

Capital expenditures 
Allowance for funds used during Constwction 
Net proceeds from sale of businesdassets 
Distributions from unconsolidated affiliates 
Other investments 

Cash flows used in investing activitie 
Cash n01s from flnmeing activities 

Dividends 
Proceeds from the ~ s l e  of common stock 
Proceeds from long-term debt 
Repayment oflong-1- debVPurchase in lieu of redemption 
Minonty intcrerf 
Net (decrease) increase in short-term debt 

Cash flows used in  financing activities 
Net decrease in cash and cash qulvaleents 
Cash and cash equivalents a t  beginning of period 
Cash and cash equivalents at end of period 

( I  1.4) 
(13.1) 

7.2 
I .0 
1.3 

32.7 
(5.6) 
15.4 

153.0 

(136.9) 
I .3 

(7.3) 
13 2 
76.3 

(53  41 

(41.1) 
I .3 

190.8 
(288.1) 

(7.0) 
(144.1) 

(44.5) 
162.6 

$ 118.1 

ZOO7 

$ 72.8 

71.6 
29.3 
(0.6) 
(1.7) 
2.5 

(24.3) 
4.8 

(23.5) 
(18.8) 
12.8 
15.7 

(42.2) 
1.8 

29.4 
35.8 

(36.4) 
29.9 

158.9 

(134.5) 
I .7 
7.9 

14.0 
(43.8) 

(154 7) 

(39.8) 
3.6 

(72.8) 
21.8 

3.0 

(80.0) 
(84.2) 

441.6 
$ 361.6 - 

The accompanying notes are an infew1 pan of the consolidated condensed financial sfatement~ 
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TECO ENERGY, INC. 
NOTES T O  CONSOLIDATED CONDENSED FINANCIAL STATEMENTS 

UNAUDITED 

1. Summary of Significant Accounting Policier 

The significant accounting policies for both utility and divenified operations include: 

Principles of Consolidation and  Banis of Prermtatlon 

The consolidated condensed financial Statements include the ac~ounts of TECO Energy, Inc., its majority-owned and contmlled subsidiaties, and lhe accounls of 
variable interest entities for which it is the p'imary beneficiary (TECO Energy or the company). All significant intercompany balances and intercompany transactions 
have been eliminated in consolidation. Generally, the equity method ofaccounting is used to account for investments in parmerships or other  arrangement^ in which 
TECO Energy is not the primary beneficiav but we are able to exen significant influence. In the opinion of management, the unaudited consolidated condensed 
financial statementS include all adjustments that are of a recuring nature and necessary to state fairly the financial position ofTECO Energy, lnc. and subsidiaries as of 
Mar. 3 I .  2008 and Dec. 3 I .  2007, and the T~SYIIS ofoperations and cash flows for the penods ended Mar. 3 I ,  2008 and 2007. The results ofaperations for the three 
month period ended Mar. 3 I, 2008 are not necessarily indicative ofthe results that can be expected for the entire fiscal year ending Dec. 31,2008. 

The use of estimates is inherent in the preparation of financial ~tatements in accordance with generally accepled accounting ptincipler (GAAP). Actual  result^ 
could differ from these estimates. The year end condensed balance sheet data was derived from audited financial statements, however this quarterly reporl on Form 10 
Q does not include all year end disclosures required for an annual repm on Form 10-K by GAAP in the United States of America. 

RWe""W 

As of Mar. 31,2008 and Dec. 31,2007, unbilled revenues of$46.5 million and 646.6 million, respectively, are included in the "Receivables" line item on the 
Consolidated Condensed Balance Sheets. 

Cash Flows Related to DerhtiYes and Hedging Activitie6 

The company classifies cash inflawn and outflows related 10 derivative and hedging instruments in lhe appioptiate cash flow sections associated with the item 
being hedged. In the case of heating oil swaps that are used to mitigate the fluctuations in the price ofdiesel fuel, the cash inflows and outflows are included in the 
operations section. For natural gas and interest rate swaps, the cash inflows and oulflowr are also included in the operating section. For the year ended Dec. 3 I ,  2007, 
crude oil options that protected the cash flows related 10 the =le$ of invertor interests in the synthetic fuel production facilities were included in the investing section. 

Other Income and Minority l n t e ~ ~ t  

In 2W7, T K O  Energy earned a ponion o f  its income indirectly through the synthetic fuel  pera at ions at TECO Coal. At Mar. 3 I, 2007, TECO Coal had sold 
omership interezts in the synthetic fuel facilities 10 unrelated third-pany investors equal IO 9 8 %  These investors paid for the purchase ofthe omership interests as 
synthetic fuel was produced. The payments were based on the amount ofpmduction and sales of synthetic fuel and the related underlying value ofthe tax credit, which 
was subject to potential limitation based on the ptice ofdomestic crude oil. These payments were recorded in "Other income" in the Consolidated Condensed 
Statements of Income. Additionally, the outside investors made payments towards the cos1 ofproducing symthetic fuel. These payments were reflected as a benefit 
under"Min0rity interest" in the Consolidated Condensed Statements of Income, and comprised the majority of that line item. The synthetic fuel operations were 
terminated on Dec. 3 I, 2007 concurrent with the termination ofthe tax credit program. 

For the three month period ended Mar. 31.2008, "Other income" included lhe final djustmenl of $0.9 million to the 2007 inflation factor applied to the fax 
credit available on the production of synthetic fuel in 2007. For the threo month penod ended Mar. 3 I ,  2007, "Other income" also included an estimated phase-out of 
approximately 14% or $6.6 million pretax, of the benefit ofthe underlvine value ofthe tax credit based an the intemal estimate of the averaee annual once of domestic 
crude 011 during the tint three months of 2007, 

Purchased Power 

Tampa Eieclnc purchases power on a regular basis to meet lhe needs of its C U S ~ O ~ ~ R .  Tampa Electtic purchased power from entities not aftilialed with TECO 
Energy at a cost of $81.9 million and $53.6 million for lhe three months ended Mar. 31,200X and 2007, respectively. Prudently incurred purchased power costs at 
Tampa Electric have historically been recoverable through Flotida Public Service Commission (FPSC) approved cost recovery clauses. 
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Accounting far Franchise Fees and Gross Receipn 

The regulated utilities (Tampa Eieclric and Peoples Cas System (PGS)) are allowed to refover from customers certain costs incurred through rates appmved by 
the FPSC. The amounts included in customers' bills for hanchise fees and gmss receipt taxes are included as revenues an the Consolidated Condensed Statemem of 
Income. These amounts totaled S 26.4 million and $27.0 million, respectively, for the three months ended Mar. 3 I ,  2008 and 2007. Franchise fees and gross receipt 
taxes payable by the regulated utilities are included as an expense on the Consolidated Condensed Stalements of Income in "Taxes, other than inC0m.z". These totaled $ 
2 6 1  million and $26.9 million, respectively, for the three months ended Mar. 31.2008 and 2047, respectively. 

2. New Accounting Pronouncements 

Diaelosures about Derivative Instruments and  Hedging Ac tw ies 

In March 2008, the Financial Accounting Standards Board (FASB) issued Statement of Financial Accounting Slsndanl (SFAS) No. 161, Di.vclotures about 
Dwiwtive h ~ r l ~ m e n r ~  andHeo"gActivitier (FAS i 61). FAS 161 was issued to enhance the disclosure framework in SFAS No. 133, Accoimringfor Drnvotive 
I n s f n m " . ~  and Hedging Activities (PAS 133). FAS 161 requires enhanced disclosures about the purpose of an entity's derivative instruments, how derivative 
in~ tmment~  and hedged items are accounted for, and how the entity's financial position, cash flows, and performance are enhanced by the derivative inslmments and 
hedged i t e m  The guidance in FAS 161 is effective for fiscal years and interim periods beginning afler No". IS, 2008. The company does no1 believe FAS i 61 will be 
material to its results ofoperatiom, statement ofposition or cash flows 

Accounting for Trnnsfers of Financial Assets and Repurchase Financing Transactions 

In February 2008, the FASB issued FASB Staff Position (FSP) No. 140-3, Accounting for T m m j m  ofFin"oncio1 Assets und Repurchme Financing Trowacriom 
(FSP 140-3). FSP 1 4 0 ~ 3  provides guidance when B company enters an agreement (or linked agreements) to transfer a financial assd and establish a repurchase 
financing. FSP 140-3 prohibits separately accounting for the initial transfer and the repurchase financing unless certain criteria are met. The guidance in FSP 140~3  is 
effective for fiscal years and interim periods beginning afler No". 15,2008. The company does not believe FSP 140-3 will be material to its mui t s  ofoperationr. 
statement ofposition or cash flows. 

Statement 133 Implementation Issue E23 

In January 2008, the FASB cleared Implementation Issue Hedgitzg ~ Gerierol. Issuer Involving rile Applicorion o/rhr Shortcut Merhod under Parogr-aph 6R 
(Issue E23). Issue E23 amends FAS 133. paragraph 68 to include hedged items with trade dales differing from their settlement dates due to generally established 
conventions in the marketplace. This allows companies to assume these commitments have no ineffectiveness in a hedging relationship, thus allowing UR ofthe 
shmcut method for accounting purposes assuming all other conditions within the paragraph are met. 

issue E23 also allows use ofthe shortcut method if the fair value of an interest rate swap is not zero at inception of ths  hedge as long a$ the swap was entered 
into at the relationship's inception, there was no transaction price of the swap in the company's principal or most advantageous market, and the difference between the 
swap's fair value and transaction price is due to differing prices within the bid-ask spread between the entry transaction and a hypothetical exit transaction. 

The effective date for issue E23 is for hedging relationships entered into on or afler Ian. I, 2008 The company does not believe Issue E23 will be material to its 
results of operations, statement of position or cash flows. 

Noncantrolling lntere~tr in Consolidated Financial Statements 

In December 2007, the FASB issued SFAS No. 160, Nonconrmlling Inferesls ifl Consolidaldurrd FinonciolSluremenls (FAS 160). FAS I60 was issued to impmve 
the relevance, comparabiliry and transparency of the financial infomation provided by requiring: owership interests be presented in the consolidated statement of 
financial position separate from parent equity; the amount ofnet income atlributable to thc parent and the n~ncont r~ l l ing  interest be identified and presenkd on *e face 
of the consolidated Statement of income: changes in  the parent's ownership interest be accounted for consistently; when deconsolidating, that any retained equity 
interest be measured at fair value; and that suflicient disclosures identify and distinguish between the interests ofthe parent and noncomtrolling owners. The guidance in 
FAS 160 is effective for fiscal years beginning on or afler Dec. 15,2008, The company is currently assessing the impact of FAS 160, but does not believe it 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, Businerr Camhinutions (FAS 141R). FAS 141R WBS issued ta improve the relevance, representational 
faithfulness, and comparability of information disclosed in financial statements about business combinations. The Statement establishes principles and requirements for 
how the acquwer: I ) recognizes and measures the assds acquired, liabilities assumed and any nonconlmlling interest in the acquiree: 2) recognizes and measures the 
goodwill acquired; and 3) determiner what information to disclose for users offinancial stalements to evaluate the effects 
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of the business combination. The guidance in FAS 141 R IS effectivc prospectively for any business combinations for which the acquisition date is on or afler the 
begmning ofthe first annual reponing period beginning on or afler Dec. 15,2008. The company will assess the impact of FAS 141R in the event it entcrs info a 
business combination whose expected acquisition date is subsequent to the required adoption date. 

Offsetting Amounts Related to Certain Contracts 

In A p d  2007, the FASB issued FASB Staff Position (FSP) FIN 3 9 ~ 1 .  This FSP amends FASB Interpretation No. 39, OJfiening ofiAnmunts Reluiedio Certain 
(hnirocm by allowing an entity 10 offset fair value amounts recognized for the right IO reclaim cash c~llateral (a receivable) or the obligation to retum cash ~ ~ l l a t e r a l  (a 
payable) against fair value amounts recognized for derivative instruments executed with the same counterpany under a master "ening arrangement. The guidance in this 
FSP irefiective forfiscalyeanbegi~ningafte~Nov. IS,ZW7.~~mmpanybdoptedthisFSPeffectivelan. 1,2008andasofMar.  31,200hdidnothold OT give 
collateral. 

Fair Value Option For Flnaneial Assets and Financial Linbilities 

In February 2007, the FASB issued SFAS No. 159. The Fcir l'ulue Option forFimncia1 Assets orid Financiul L i o b i l i i i ~ , ~ - I n c l u d ~ ~  on ontmdmeni o/FASB 
Sfalemen1 No. 115 (FAS 159). FAS I57 permits entities to choose 10 measure many financial instruments and certain other items at fair value that are not cunently 
required to be measured at fair value. The objective of FAS I 57  is to provide opportunities 10 mitigate volatility in reponed eamings caused by ineasuring related assets 
and liabilities differently without having to apply hedge accounting provisions. FAS I 59  IS effective for fiscal years beginning aflm No". IS, 2W7. The company 
adopted FAS I59 effective Jan. I .  2008, but did not elect to measure m y  financial instruments at fair value. Accordingly, its adoption did not have any effect on its 
results ofoperations, statement of position or cash flows 

Fair Valve Measurements 

In September 2006, the FASB issued SFAS No. 157, Fair Value Memuremenis (FAS 157). FAS 157 defines fair value, cstablishes a framework for measunng 
fair value under generally accepted accounting principles. and expands disclosures about fair value measurements. FAS 157 emphasizes lhat fair value is a market- 
based measurement, not an entity-specific measurement, and states that a fair value measurement should he determined based m the assumptions that market 
panicipants would uv in pricing the asset or liability. FAS I57 applies under other accounting pmnouncement~ that require or permit fair value measurements. 

FAS 157, among other things, requixz the company to maxmize the use of observable inputs and minimirc the use of unobservable mputs when measuring fair 
value, and specifies a hierarchy of valuation techniques based on whether the lnput~  10 those valuation techniques are observablc or unobservable. SFAS 157 defines the 
following fair value hierarchy, based on these two types of inputs: 

Lad l  ~ Quoted pnces for identical instmments in active markets. 

LevelZ ~ Quoted ptices for similar insrmment~ in active markets; quoted prices for identical or similar instruments in markets that are not active; and model 
derived  valuation^ in which all significant inputs and significant value drivers are observable in active markets. 

LgyeU ~ Model derived valuatim~ in which one or more significant inputs or significant value driven are unobservable. 

The effective date was far fiscal years beginning after No". 15, 2007. In November of2007. the FASB informally granted a m e  year defmal for non-financial 
assets and liabilities. In February 2008, the FASB issued FSP 157~2  which formally delayed the effective date of FAS I 5 7  to fiscal years beginning after No". 15,2008. 
This FSP is applicable to "on-financial assel$ and "on-financial liabilities except far items that are required to be recognized or disclosed at fair value at least annually 
in the company's financial statements. As a result. the c~mnanv adooted FAS 157 effective Jan. I .  2008 for financial assets and liabilities. See Note 13. Fair Vnlue 
Measuromenta 

Additionally, the FASB issued FSP 157-1 in February 2008 to exclude FAS 13. Accountingfir Leases, and related pronouncements addressing lrasc fair value 
measurements from the scape of FAS 157. Assets and liabilities assumed in a business combination arc not covered under this scope exception. The effective date of 
this FSP coincides with the adoption of FAS 157. 

The company will continue to evaluate FAS I57 for ]he Temaining non-financial assets and liabilities to be included effective Ian. I, 2009. The company does 
not believe applying FAS 157 to the remaining non-financial assets and liabilities will be material to its re~ults ofoperations, ~tatement of position or cash flows. 

3. Regulalaly 

Cost Recovery - Tampa Elortrir Company and PCS 

Tampa Electric Company and PCS recover the cost of fuel, purchased power, eligible environmental expenditures, and conservation through cost recovery 
clauses that are adjusted on an annual basis. As part a f the  regulatory process, i t  is reasonably likely that third panics may in tmenc  in various matters related to fuel, 
purchased power, envimnmentai and consewation cost recovery. 
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SO, Emission Allowances 

The Clean Air Act Amendments of 1990 (Clean Air Act) established SO: allowances to manage the achievement ofSO, emisions requirements. The legislation 
also established a market-based SO, allowance trading component. 

An allowance authorims a utility to emit one ton of S0,during a given year. "he Environmental Protection Agency (EPA) allocates allowances to utilities based 
an mandated emissions reductions. At the end ofeach year, a utility must hold an amount ofallowances at least equal to i ts annual emissions.  allowance^ are fully 
marketable and, once allocated, may be bought, sold, waded or banked for use in current or future yean. In addition, the EPA withholds a small percentage ofthe annual 
SO: allowances it  allocate^ to utilitie~ for auction sales. Any resulting auction proceeds are then forwarded to the respective utilities. Allowances may nm be used for 
compliance prior to the calendar year for which they are allocated. Tampa Electric B C C O U ~ ~ S  for these using an inventory model with a zero basis for those allowances 
allocated 10 the company. Tampa Electric recognizes a gain at the lime of sale, approximately 95% ofwhich accmes to retail cu~tomen through the environmental MSI 
recovery EIBUS~. These gains are reflected in "Revenues-Regulated electric and gas" on the Consolidated Condensed Statements of Income. 

Over the years, Tampa Electric has acquired allo~ances through EPA allocati0ns. Also, over lime, Tampa Electric has sold unneeded allowances based on 
compliance and al l~wances available. The SO1 allowances unneeded and sold resulted from lower emissions at Tampa Electric brought about by environmental actims 
taken by the company under the Clean Air Act. 

During the three months ended Mar. 31,2008, approximhtely 2,500 allowances were sold resulting in proceeds of$l.O million. No allowances were sold during 
the three months ended Mar. 3 I ,  2007. 

Regulatory Assets and Liabilities 

Tampa Electric and PGS maintain their ~CCOUII~S in accordance with recognized policies offhe FPSC. In addition. Tampa Electric maintains its accounts in 
accordance with recognized policies prescribed or pennitled by the Federal Energy Regulatory Commission (FERC). 

Tampa Electric and PCS apply the accounting treatment permitted by SFAS No. 71, Accounring/o~ the Effbcrs o /Cemin npcs ofh'eguiofion (FAS 71). Areas 
of  applicability include: deferral of  revenue^ under approved regulatory agreements; revenue recognition resulting from cost recovery clauses that proride for monthly 
billing charges to reflect increaser or decreases in fuel, purchased power, conservation and environmental costs; and the deferral of costs as regulatoly assell to the 
period that the regulatory agency recognizes them when C O S ~  recovery is ordered over a period longer than a fiscal year. Details ofthe regulatory assets and liabilities as 
afMar. 31.2008 and Dec. 31,2007 are presented in the following table: 
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Regulatoly Assets and Liahilitien 

COS1 recovery claues 
Postretirement benefit asset 
Deferred bond refinancing COS~E"' 

Environmental remediation 
Competitive rate adjusment 
Other 

Total other regulatory assets 
Total regulatory assets 
Lens: CulTent poni"" 
Long-term regulatory asset8 
Rezulstory liabilities: 

Regulatory tax liability 

Other: 
Deferred allowance auction credits 

Envimnmental remediatim 
Transmission and delivery storm reserve 
Deferred gain on property sales''' 
Accumulated resewe-c~~t of removal 
Other 

Cost recovery ClauSeS 

Total other regulatory liabilities 
Total regulatory liabilities 

Long-term regulatory liabilities 

( I )  
(2) 
(3) 

Less: Current ponion 

Relaled to plant life and dmivativr pasitionr. 
Amortized over the term offhe related debt i n ~ t ~ m e n f .  
Amonized over a 5-year period with various ending dates 

35.7 47.2 
96.1 97.5 
24.5 25.5 
11.3 11.4 
4.9 5.4 
4.6 4.7 

177.1 191 7 
242.0 254.2 

~- 
-- 

55.3 67.4 
$ 186.7 $ 1 8 6 . 8  
~- -- 
$ 18.5 $ 18.8 

0.1 0.1 
92.0 18.9 
11.4 11.4 
21.3 20.3 

_ _ -  

4.2 4.7 
544.8 543.5 

I .4 0.4 
675.2 599.3 
693.7 618.1 

-- 
-- 

102.9 35 4 
-= $ 590.8 $ 582.7 
~- 

All regulatory assets are being recovered through the regulatory process. The following table further details our regulatory assets and the related T ~ C O I C ~  

periods: 

Regulalory assets 

Mar. 31. De<. JI ,  

2W8 l o o ,  
$ 40.5 $ 52.6 

100.4 101.7 
64.9 62.5 

-- p0li,fionr, 
Clause recoverable" 
Earning a rate of ret""" 
Regulatory tax a s e t P  

Capiml ~ t i ~ c t u r e  and other' 

Total 
36.2 37.4 

S 242.0 $ 254.2 
- _ _ _ _  -- 

( I  
(2) 
(3) 

To be recovered through cost recovery clauses approved by the FPSC on a dollar For dollar basis in the next year. 
Primarily reflects allowed working capital, which i s  included in rate base and e a m ~  an 8.2% rate ofrelum as permitted by the FPSC. 
"Regulatory tax assets" and "Capital structure and other" regulatory a ~ ~ e t s  have a recoverable period longer than a fiscal year and are recobmized over thc period 
authorized by the regulatory agency. Also included are unamortized loan C O S ~ S  which are amortized over the life ofthe related debt instruments. See footnotes I 
and 2 in the prior table for additional information. 
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4. Income Taxes 

The company's U.S. subsidianesjoin in the filing ofa U S .  federal consolidated income tax mum. The lntemal Revenue Service (IRS) concluded i ts 
examination ofthe company's consolidated federal income tax mums for the yeam 2005 and 2006 during 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 the company i s  a 
parlicipant. The company does not expect the setllement ofcurrent IRS examinations to significantly change the total amount of unrecognized tar benefits for the 2007 
tar year. Foreign and US. state jurisdictions have stahltes of limitations generally ranging from three to five years from the filing of an income tax rehlm. The state 
impact ofany federal changes remains subject to examination by various states for a period ofup to one year after formal notifieation to the states. Years still open to 
eraminalion by tax authorities in major state and foreign jurisdictions include 2002 and onward. 

The company recognizes interest and penalties associatsd with uncenain t u  positions in the Conrolidated Condensed Statements oflncome. Dunng the three 
month periods ended Mar. 31,2008 and Mar. 31,2007, the company recorded approximately $0.2 million ofpre-tax charges for interest only m each ofthose periods. 
No amounts have been recorded for penalties for the threc month periods ended Mar. 3 I ,  2008 and Mar. 31,2007. 

Dunng the three month periods ended Mar. 3 I ,  2008 and Mar. 31,2007, the company expenenced a number of events that have impacted the overall effective 
tax rale on continuing operations. These events included permanent reinvestment of foreign income under Accounting Principles Board Opinion No. 23, Acrnunriagfhr 
Toxet ~ Sprcrai Areor, depletion, repatnation of foreign sourccc income to the United Stales, and reduction of income tax expense under the new Yonnage tax'' regimc. 

5. Employee Postretirement Benefitr 

Included in the table below i s  the periodic expense for pension and other postretirement benefits offered by the company. The obligations of the Supplemental 
Executive Retirement Plan (SERP) were rsmeasured as ofJan. I, 2008 to rcflect the impact on this henetit plan oflhe senlemenf of the SERP ohligations related to the 
retirement ofcenain parlicipanls. Settlement costs of $0.9 million that reflect the accelerated recognition of previously deferred actuarial gains were reclassed From 
accumulated other comprehensive income. These costs were recognized in the quaner ended Mar. 31,2008 and are included in "Operation other expense - Other'' in the 
Consolidated Condensed Statements oflncomc. Other than the remeasurement of plan obligations for thesc participant retirements and, as discussed in Amendment 
No. I to the company's Annual Reporl on Form 1 0 ~ K  for the year ended Dee. 31,2007, the impacts ofthe termination of TECO Transpon employees' participation in 
thcre plans as a re~ul t  ofthe sale of TECO Transport in December 2007, no ri@ificanl changes have been made to these bencfit plans since Dec. 31,2003. 

Pension Expense 

lntemt cost on projected benefit ohligations 
Expected retum on a s t s  
Amonilation of. 

Transition obligation 
Prior S S N ~ C O  (benefit) cost 
Actuarial loss 

Pension expense 
Settlement cost 
Net pension expense recopired in !he TECO Energy Consolidated Condensed 

Satements of Income 

(0.1) (0.1) 
I .0 2.3 
3.0 5.3 
0 9  A 

$ 3.9 s_ 5 3  
3__ 

For the fiscal 2008 plan year, TECO Energy assumed an expected long-term mum on plan assets of 8.25% and a discount rate of 5.90% for pension benefits 
under its qualified pension plan as of its k c .  4,2007 remeasurement date: a discount rate of5.90% far its SERP benefits as of its Jan. I, 2008 remeasurement date; and 
a discount rate 016.20% for other postretirement benefits at its Sep. 30,2007 mea~uiemenl date. As a result ofthe De. 4,2007 and Jan. I ,  2008 remeasurements. 
benefit obligations for the pension plans increased $ I  8.5 million 

Effective Dec. 3 I ,  2006, in accordance with FAS 158, Employer's Accoirntingfor Dpfimd Benefll Perision and Other Posiretirenrenr Plons, TECO Energy 
adjusted its postretirement benefit obligations and recorded other comprehensive income (loss) to reflect thc unamortized transition obligation, prior service cost, and 
actuarial gains and losses of its postretirement 
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benefit plans. The adlustment to other comprehensive income was net of amounts that, for regulatory purposes prescribed by FAS 71. were recorded as regulatory assets 
for Tampa Electric Company. For the three months ended Mar. 3 I, 2008, TECO Energy and its subsidianes reclassed $0.5 million of unamortized tramition obligation, 
prior Service E O S ~  and actuarial gains and losses from accumulated other comprehensive income to net income as part ofperiodic benefit expense. In addition, during thc 
three months ended Mar. 31,2008, Tampa Electric Company reclassed $I .4 million of unamortized transition obligation, prior service EOSI m d  actuarial gains and 
I O S E ~ S  from regulatory assets to net income as part ofperiodic benefit expense. 

6. Short-Tenn Deb1 

At Mar. 3 I ,  2008 and DCC. 3 I ,  2007, the following credit facilities and related borrowings existed: 

Credit Fneilitias 

Mar. J I ,1008 Dee. JI.2007 

L&C" Ld,C" 

Foritities Om,,landim '', 
C , d ,  B O , , O W ~ " ~  o/Crrdir Cmdir B",,o"m"~, o/Crrdir 

Fatilhin O",~andi~"~ C'' O""lmfinp - o",s,md"z 

5-year facility $ 325.0 $ - $  1.4 $ 325.0 $ .~ 
I-ysar acc~unts receivable facility 150.0 18.0 - 150.0 25.0 - 

T m p a  Electric Company: 
- $ 

TECO EnergyITECO Finance: 
- 9.5 200.0 - 200.0 9.5 - 5-year facility" 

Total $ 675.0 16 18.0 $ 10.9 - $ 25.0 $ 9.5 - 
( I )  
(2) 

Bonowings outstanding are reponed as notes payable. 
TECO Finance is the bormwer and TECO Energy is the guarantor ofthia facility. 

These credit facilities require commimenf fees ranging hom 9.0 to 17.5 basis points. The weighted~average interest rate on outstanding amounts payable under 
the credit facilities at Mar. 31,2008 and Dec. 3 I, ?007 was 2.83% and 4.76% respectively. 

7. Long-Term Debt 

Rentorketing andRepurdrose in Lieu o/Redi-tion o/Tompo Ekrlric Cony?anv's Tm-Exrnipl Aucliori Role Bonds 

On Mar. 19,2008, tbc Hillsborough County hdustrial Developmen1 Aulhority (HCIDA) remarketed $86.0 million Pollution Control Revenue Refunding Bonds 
(Tampa Elecvic Company Project), Series 2006, in a fixed~rate mode pursuant to the terms of the Loan and Trust Agreement governing those bonds. The bonds, which 
previously had been in auction rate mode, bear interest at 5.00% per annum and are subject to mandatory tender for purchase an Mar. I S ,  2012 from the proceeds o f a  
remarketing of the bonds. Tampa Electric Company is responsible for payment of the interest and principal associaled with the bonds. Regularly scheduled phncipal 
and interest when due is insured by Ambac Assurance Corporation, as more fully described in our 2007 Annual Repon on Form IO-K. 

On Mar. 26,2008, Tampa Electric Company purchased in lieu ofrcdemption $75.0 million Polk County Industrial Development Authority (PCIDA) Solid 
Waste Disposal Revenue Refunding Bonds (Tampa Electric Company Project), Series 2007 and $1 25.8 million HCIDA Pollution Control Revenue Refunding Bonds 
(Tampa Elcclric Company Projsct), Series 2007A. B and C (the "2007 Bonds"). Also on that date, the Insurance Agreement dated as a f lu l .  27,2007 with Financial 
Guaranty Insurance Company. pursuant to which Financial Guaranty lnrurance Company issued a financial guaranty insurance policy for the HCIDA Pollution Cmtrol 
Revenue Refunding Bonds (Tampa Electric Company Project), Series 2007A. B and C bonds (the "2007 HClDA Bonds"), was terminated. The company also entered 
into a comsponding Fin! Supplmental Loan and Trust Agreement regarding the removal ofthe band insurance on the 2007 HClDA Bonds. Aher these changes to the 
2007 HClDA Bonds, the company remarketed the $54.2 million Series A and the $51.6 million Series B 2007 bonds in long term interest rate modes. The $54.2 million 
Series A bands, which previously had been m auction rate mode, bear interest at 5.65% per annum until maturity on Mar. IS, 2018. The $51.6 million Series B bonds, 
which previously had been in auction rate modc, bear interest at 5.1 5% per annum and will be subject 10 mandatory tender on S e p .  I ,  2013 ham the proceeds of a 
remarketing offhe bonds. Tampa Electric Company is responsible for payment afthe interest and pfinncipal associated with the 2007 Bonds. 

As a result of these transactions, $95.0 million ofthe bonds purchased in lieu of redemption were held by the trustee at the direction of Tampa Electric Company 
as of Mar. 31,2008 (the "Held Bonds") to provide an opportunity to e~aluate refinancing alternatives. Thhe Held Bonds effectively offset the outstanding debt balances 
and ace presented net on thc balance sheet. 
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8. Other Comprehensive Income 

TECO Energy reported the following other comprehensive income far the h e e  months ended Mar. 3 I, 2008 and 2007, relatcd lo changes in the fair value of 
cash flow hed$ees, amonization of unrecognized benefit Costs associated with the company's pension plans and unrsognizd  gains and losses 011 available-for-sale 
securities: 

Unrealized (loss) gain on cash flow hedges 
Amortization ofunrecognized benefrt easu 
change in benefit obligations due to ~mea~urement 
unrealized loss on available-for-sale securities1' 

Total other comprehensive (loss) income 
2007 

Unrealized gain on cash flow hedger 
Add: Loss reclassified 10 net income 

Ammilation of mrecognizd benefit costs 
Gain on cash flow hedges 

Total other comprehensive income 

accvmdored Dlhrr Comprehensive k o m s  (Loss) 

Unrwognized pension losses and prior m i c e  ~ ( ~ 1 s ' "  
Unrecognized other benefit losses, prior service costs and transition obligations'" 
Net unrealized losses f" cash flow hedges"' 
Net unrecognized loss on available for sale securities 

Total ac~um~la ted  other comprehensive loss 

$ (9.6) 
0.4 

( I  7.6) 

3) m) 
$ 2.7 

0.3 
3.0 
1.1 

$ 4.1 

- 
- 
~ - 

$ 3.7 s (5.9) 
(0.11 0.3 
6.8 (10.8) 

- 2) 
16 10.4 16) 
$ (1.0) $ 1.7 

0.2 (0.11 - 
(1.1) I .9 

0.4 (0.7) __ 
$ (1.8) 2 

M o r  I,, 2008 De. 31. ZO"? 
$ (24.1) $ (13.3) 

2.6 2.3 

(12.1) (6.21 
(1.01 ~ 

U) s (17.2) 

( I )  Amoum relates to an off~shore investment not subject to US.  Federal income tax. 
(2) Ne1 of tax benefit of $14.9 million and $8.3 million as ofMar. 31,2008 and Dec. 31,2007, rcspedvely. 
( 3 )  Nnofiaxexpenseof$1.5 millionand$l.SmillionasofMar. 3l,2W8andDec.31,2U07,iespectively. 
(4) Nnoftax benefitof$7.4millionand$3.8millionasofMar.31,2M)8andDec.3l,2007,respectively. 

9. Enrningr Per Share 

For the three months ended Mar. 3 I ,  2008 and 2007, stock options of 6.6 million and 6. I million shares, respectively, were excluded from the computation of 
diluted eamings per share due to their antidilutive effect. 

Eamtings Per Share 
(nillimr, urrn IVI rhlrre m " n W  

Numerator 
Net income, basic and diluted 
Donomlaator 
Average number of shares outstanding ~ basic 
Plus: Incremental shares for assumed conversions: 

Less: Treasury s h a m  which could be purchased 
Average number of shares outstanding ~ diluted 
Earnings per nhnre 

Basic 
DilutPd 

Stock options and contingent performance shares 

15 

... 
(3.1) 

210.6 209.6 __ ~ 

$ 0.15 s 0.35 
$ 0.15 S 0.35 - - - 
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IO. Commitments and  Contingencies 

Legal Contingencies 

From time to time, TECO Energy and i t s  subsidiaries are involved in various legal, tax and regulatory proceedings before various courts. regulatory 
commissions and govemmenld agencies in the ordinary course of i ts business. Where appropriate, a ~ ~ m a l ~  are made in accordance with SFAS No. 5 ,  Accounr i~~ /br .  
Coniingmcies , to  provide for matters that are probable of resulting in an estimable, material loss. While the outcome ofsuch proceedings is uncertain, management 
does not believe that their ultimate re~olutmn will have a material adverse effect on the company'r  result^ ofoperations or financial condition. 

Superfund and Former Manufactured Cas Plant Sites 

Tampa Electric Company, through Its Tampa Electnc and Peoples Gas divisions, is a potentdly responsible party (PRP) for certain supEifund sites and, through 
its Peoples Gas division, for certain former manufactured gas plant sites. While thejoint and several liability aSSociated with these sites presents the potential for 
significant response EOS~S, as ofMar. 3 I ,  2008, Tampa Electric Company has estimated i ts ultimate financial liability to be approximately $I I .5 million, and thls 
amount has been accrued in the company's financial statements. The envir~nmenml remediation E O S ~ S  associated with these sites, which are expected to he paid over 
many years, are not expected to have a sipificant impact on customer prices. 

The estimated amounts represent only the estimated portion of the cleanup costs attributable 10 Tampa Electric Company. The estimates to perform the work are 
based on acfual estimates obtained f" cmfracfors, m Tampa Electric Company's experience with similar work adjusted far site specific conditions and agreements 
with the respective governmental agencies. The estimates are made in current dollan. are not discounted and do not axsum any insurance recoreries. 

Allocation of the responsibility for remediation costs among Tampa Electric Company and othcr PRPs is based on each party's relative o m e n h i p  mieresf mor 
usage o f a  site. Accordingly, Tampa Electric Company's share ofremediation E O S ~ S  varies with each site. In virtually all instances where other PRPs are involved, those 
PRPs are considered creditworthy. 

Factors that could impact these eStimateS include the ability of other PRPs to pay their pro-rata portion ofthe cleanup E O S ~ S ,  additional testing and investigation 
which could expand the scope of the cleanup activities, additional liability that might a i m  from the cleanup activities themselves and changes in laws or regulations 
that could require additional remediation. These costs are recoverable through fu~tomei rates established in subsequent base rate proceedings. 

G ~ ~ r s n t e e s  and Letters of Credit 

A summary ofthe face amount or maximum theoretical obligation under TECO Energy's letters oferedit and guarantees as ofMar. 3 I ,  2008 is as follawi: 
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Leltterr of Credit and Gunrantees 

,"d,i",ZS, 
Lmrrr olCredir and Cwrantee,v/w ,he Beneflt/itn/: 

Tampa Elrehie 
Letten ofcredit 
Guarantees: Fuel purrhaselenergy management"' 

TECO Coal 
Letters of credit 
Guarantees: Fuel purchase related"' 

Other subsidiaries 

Unsliiliated parties 

TOM 

Guarantees: Fuel purchaselenergy management'z' 

Letters of credit," 

2008 

$ -  
- 

53.3 

2 5  
S 55.8 = 

6 0.3 s 0.3 s - 

20.0 20.0 I .7 
20.3 20.) 1.7 

6.1 6.7 - 

1.4 ___ I .4 I .z 
8.1 ___ 8.1 I .2 

(1) 
( 2 )  

These guarantees renew annually and are shown on the basis that they will conlinue Io renew beyond 2012. 
The amounts shown are the maximum theoretical amounts guaranteed under ~unent agreements. Liabilities recognized represent thc associated obligation of 
TECO Energy under these apeements at Mar. 3 I, 2008. The obligations under these letters ofcredit and guarantees include net  account^ payable and net 
derivative liabilities. 
TECO Transport was sold effective Dec. 4,2007. These letters of credit were replaced by the purchaser in 2008 pursuant to the terns of the sale, and will be 
cancelled by the issuing bank upon receipt of authorization from the beneficiary. 

(3) 

Financial Covenants 

In order Io utilize their respeclive bank credit facilities, TECO Energy and Tampa Electric Company must meet certain financial tests as defined in the applicable 
agreements. In addition, TECO Energy, Tampa Electric Company and other operating companies have certain restri~tive covenants in specific agreements and debt 
instruments. At Mar. 31,2008, TECO Energy. Tampa Electric Company and the other Operating companies were in compliance with all applicable financial covenants. 

11. Segment Information 

TECO Energy is an electric and gas utility holding company with significant diversified a~tivifies. Segments are detmnined based on how management 
evaluates, m e a m m  and makes decisions with respect to the operations ofthe entity. The management ofTECO Energy repons Segments based on each subsidiary's 
contribution of revenues, net income and total assets, a$ required by SFAS No. 13 I, Disclosures abouf Segmmtr o J m  Enmp-ise andRclored Iflfornrorion . All 
significant intercompany transactions are eliminated in the consolidated condcnsed financial statements of TECO Energy, but are included in delemining rcpanahlc 
segments. 
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segment Informstion ' I '  

("#i,llO"S, 

Three mnnihi emdad Mar. J I ,  

2008 
Revenues-rtemal 
Sales to affiliates 

Total revenues 
Equity earnings ofrmconsolidated affiliates 

Depreciation 
Total interest charges"' 
lntemally allocated interest'.' 

Net income (loss) from continuing 
Pravisio" (benefit) formes 

operations 
2007 

Revenues--extemd 
Sales 10 affiliates 

Total revenues 
Equity earnings of vnconsolidated affiliates 

Depreciation 
Ton1 interest charges", 
Infernally allocated interest'" 

Net income (loss) from continuing 
Provision (benefit) for taxes 

operations 
At Mar. 31,2008 

Goodwill 
Invsment in unconsolidated affiliates 
Other non-~urrenl investments 
Total assets 

At Dec. 31,1007 
Goodwill 
Investment in 
unconsolidated affiliates 
Other non-current investments 
Total assets 

T a m p  P l O p l . .  TEC" 

Electde cas Coal 

$ 4 6 1 . 2 s  1 7 9 . 0 6  149.1 

461.5 179.0 149.1 
- 0.3 - 

__ - - 

45.2 10.3 9.2 
29.4 4.2 2.5 

~ 2.3 
8.5 6.4 I .9 

- 

5 15.9 $ 10.0 $ 7.5 

$ 4 7 1 . 4 $  1 6 9 . 2 $  127.5 

471.9 169.2 127.5 
- - 0.5 

- - - 
46.4 9.8 9.5 
26.8 4.1 2.8 

2.6 
11.0 6.9 20.0 

$ 21.8 $ 11.0 $ 42.4 

$ - 6  - 5  - 

- - 

- - - 

- - - 

$ 4,958.8 $ 796.5 $ 359.6 

$ - $  - $  - 

- - - 

- - - 

$ 4,838.316 7 6 1 . 4 s  501.2 

$ 1 9  $ 51.3 
- 24.0 

I .9 75.3 

$ 1 9  $ 51.3 
- 24.0 

I .9 75.3 

16.1 0.1 
0.2 5.6 
3.8 1.4 

3.7 (0.2) 
1.3 I .5 

LE 10.3 $ 6.4 

9 59.4 $ - 

246.0 - 

$ 416.8 $ - 

59.4 $ - $ 

275.5 - 

$ 435.3 s - 

14.0 - 

15.0 - 

- 1 7 4  
0 1  65 0 

17 8 57 7 

(6 1) 
( 5  6) 13 1 

- 

16 (13.1) $ 30.8 

- 1 6 2  
0 1  71.6 

28.2 67. I 

(6 I) 
(8.9) 31.8 

- 

6 (19.1) $ 72.8 

s - $ 5 9 4  
- 246.0 
8 0  22 0 

$ 210.7 $ 6,742.4 

s - $ 5 9 4  

- 275.5 
8.0 23.0 

$ 229.0 $ 6,765.2 

(I) Segment net income is reported on a basis that includes intemally allocated financing costs. Total interm charges include intemally allocated interest costs that 
for 2008 and 2007 were at a pretax rate of 7.25% and 7.5%. respectively. based on an average of each subsidialy's equity and indebtedness to TECO Energy 
assuming a 50/50 debtlequity capital ~ V u ~ t u r e .  

Revenues are exclusive of entities decansolidated as a result of FIN 46R. Total revenues for unconsolidated affiliates, antibutable to T K O  Guatemala based on 
o m e n h i p  percentages, were $29.9 million and $29.3 million for the three months ended Mar. 31, 2W8 and 2W7. respectively. 
TECO Transpon was sold effective Dec. 4,2007. 

(2) 

(3) 

12. Derivatives and Hedging 

Ai  Mar. 31, 2008, TECO Energy and its affiliates had total detivative assets and liabilities (current and non-currmt) of $80.6 million and $16.4 million, 
respectively, compared to total detivative assets and liabilities (current and non~current) of $2.2 million and $26.1 million, respectively, at Dec. 3 I ,  2007. At Mar. 31, 
2008 and Dec. 31,2007, accumulated other comprehensive income (AOCI) included afler-tax Iosscs of $12.1 million and $6.2 million, respectively, representing lhe 
fair 
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value of cash flow hedges oftransacttons that will occur in the future. Amounts recorded in AOCl reflect the estimated fair value ofderivative mtruments designated 
as hedges, based on market prices as ofthe balance sheet dale. These amounts are expected to fluct~ate with movements in market prices and may or may not be 

as a loss future rec~ass i f ica t i~~ from AOCI. 

For the three months ended Mar. 3 I ,  2007. TECO Energy and its affiliates reclassified amaunts h-om AOCl and recognized net pretax losses of $0.3 million. No 
amounts were reclassed for the same period in 2008. (See Note 8 ,  Other Comprehensive Income. ) Amount$ reclassitied from AOCl in 2007 were primarily related 
to cash flow hedges of physical purchases of fuel oil. Fur these types of hedge relationships, the loss on the derivative reclassified from AOCl to eamings is offset by 
the decreased expense arising from higher prices paid for spot purchases of fuel oil. Conversely, reclassification "fa gain from AOCl to eamings is offsct by the 
increased cost of spat purchases of fuel oil. 

The company expects to reclass pretax losses of$2.8 million f" AOCl to the Consolidated Condensed Statements of Income within the next twelve months. 
Hawcver, these losses and other future reclassitications from A w l  will fluchlate with movements in the underlying market price ofthe derivative instruments. These 
losses are primarily related to interest rate swaps. The company doer not currently have any cash flow hedges for transactions forecasted lo  take place in periods 
subsequent hl 2010. 

As a result of applying the provisions of FAS 71, lhe changes in value ofnatural gas derivatives of Tampa Electric and PCS are recorded as regulatory assets or 
liabilities 10 reflcct the impact of the fuel recovery clause on the risks ofhedging activities (see Note 3, Rqula tory  ). Based on the fair value ofcash flow hedges at 
Mar. 3 I ,  2008, net p r e u  gains of$72.2 million are expected to be reclassified from regulatory assets to the Consolidated Condensed Statements of Income within the 
next twelve months. 

For the three months ended Mar. 31,2007, the company recognivd a pretax gain or$18.8 million relating to crude oil options that werc not dcriwated as either 
a cash flow or fair value hedge. 

13. Fair Value Measurements 

In September 2006, the FASB issued SFAS No. 157, Poi? Voiue Meosumni~nfs (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  measurement^. FAS 157 emphasizes that fair value i s  a market- 
based measurement, not an enlity~specific measurement, and slates that a fair value measurement should bc determined baad  on the assumptions that market 
panicipants would use in pricing the asset or liability. FAS 157 applies under other accounting pronouncements that require or permit fair value measurements. 

FAS 157, among oiher things. requires the company to maximize the use of observable inputs and minimize the use ofunobservable inputs when measuring fair 
value. It also requires recognition of trade-dats gains related IO cenain derivative transactions whose fair value has been determined using unobservable market inputs. 
This guidancc supersedes the guidance in Emerging Issues Task Force Issue No. 0 2 ~ 3 ,  "Issues Involved in Ac~ounting far Derivative Contracts Held far Trading 
Purposes and Contracts Involved in Energy Tmding and Risk Management Activities" (EITF Issue 02~3).  which prohibited the recognition of trade~date eains for such 
derivative transa~tiom when determining the fair value of insfrument~ not traded in an active market. 

On No". 14,2007, the FASE reaffirmed its position that companies will be required to implement the standard for financial assets and liabilities, as well as for 
any other ~ S E C I S  and liabilities that arc caried at fair value on a recuring basis in financial statements. Thhe FASE did, however. provide a one year deferral for the 
implementalion of FAS I57 for other nan~financial assets and liabilities. Effective Jan. I, 2008, the company adopted FAS 157 for financial assets and liabilities that 
are carried at fair value on a recuring basis. 

FAS 157 is applied prospectively as of the first interim period for thc fiscal year in which it i s  initially adopted, except for limited retrospective adoption for thc 
following three items: 

Thhe valuation of financial instm"nls using blockage factors; 

Financial instruments lhat were measured at fair value using the transaction price (as indicated in EITF Issue 02-3); and, 

T h e  valuation of hybnd financial instruments that were measured at fair value using the transaction price (as indicated in FAS 155). 

The impact of adoption in these areas would be applied as a cumulativeiffect adjustment to opening retained eamings, measured as the difference hetween the 
carrying amounts and the fair values ofrelevant a ~ ~ e t s  and liabilities at the date ofadoption. TECO Energy does not have any of the three aforementioned items, and 
therefore no transition adjustment was recorded. 
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Fair Value Hierarchy 

FAS 157 specifies a hierarchy ofvaluation techniques based on whether the  input^ to those valuafian techniques are observable or unobselvable. In accordance 
with FAS 157, these two types of inputs have created the following fair value hierarchy: 

Lc&L ~ Quoted prices are available in active markets for identical assets or liabilities as of the reporting date. Active markets are those in which 
transactions for the asset or liability occur in sufficient frequency and volume to pmvide pricing information on an ongoing basis. Level I primanly consists 
of financial i nmment s  such as exchange-traded derivatives, listed equities and U.S. govemment treasury securities. 

LeveiZ ~ Pricing inputs are other than quoted pnces in active markets included in Level I, which are either directly or indirectly obncrvable as ofthe 
reponing date. Level 2 includes those financial instruments that arc valued using models or other valuation methodologies. These models are primarily 
industly-standard mcdels that consider various assumptions, including quoted forward prices for commodities, time value, volatility factors, and current 
market and contractual prices for the underlying instmments, as well as other relevant economic measure. Substantially all of these assumptions are 
observable in the marketplace throughout the full term of the instrument, can be derived from observable data or are supported by observable  level^ at 
which transactions are executed in the marketplace. Instruments in this category include non-exchange-traded derivatives such as OTC forwards, options 
and repurchase  agreement^. 

LrvrlZ ~ Pricing inputs include significant inputs that are generally not observable in the marketplace. These inputs may he used with intemally developed 
methodologies that result in management's best estimate of fair value. Level 3 insmmentr include those that may be more Structured or olhenvise tailored 
lo customers' needs. At each balance sheet date, the company performs an analysis ofall instruments subject 10 FAS I S 7  and includes in Level 3 all of 
those whose fair value is based on significant unobservable inputs. 

This hierarchy requires the use of observable market data when available. 

Determination of Fair Value 

The company measures fair value using the procedures set forth below for all assets and liabilities measured at fair value that were prev~ously carried at fair 
value pursuant to olhcr accounting guidelines. 

When available, the company uses quoted market prices on assets and liabilities traded on an exchange to determine fair value and classifies such items us Level 
I .  In some cases where a market exchange price is availablc, but the a ~ ~ e t s  and liabililies are traded in a secondaly markel, the company makes use ofacceptable 
practical expedients to ~alculate fair value, and classifier such items as Level 2. 

If observable Iransactions and other market data are not available, fair value is based upon intemally developed models that use, when amilable. current market- 
based or independently-sourced market pamete r r  such as interest rates, currency rates or option volatilities. Items valued using intemally generated models are 
classified according to the lowest l e ~ c l  input or value diver that is most significant 10 the valuation. Thus, an item may be classified in Level 3 even though there may 
be significant inputs b a t  arc readily observable. 

Valuation Techniques 

FAS 157 describes three main approaches to measuring the fair value afassefs and liabilities: 

1) Mvrker Aooroach -The market approach uses prices and other relevant information generated by market transactions involving identical or comparable assets or 
liabilities (including a business). The market approach includes the use ofmatrir pricing. 

2) Income Amrooch ---The income approach uses valuation techniques to convert future amounts (for example. cash flows or earnings) to a single prescnt amount 
(discounted). The measurement is based on the value indicated by c u m 1  market expectat~ons about those future amounts. 

3 )  Cos1 Amroach -The cost approach is based on the amount that currently would be required 10 replace the sewice capacity ofan asset (often referred to as current 
replacement cost). The cost approach assumes that the fair value would not exceed what if would cost a market participant to acquire or c~nstmct B substitute asset of 
comparable utility, adjusted for obsolescence. 

20 

622 



TAMPA ELECTRIC COMPANY 
DOCKET NO. 060317-El 
SCHEDULE NO. F-2 
PAGE 394 OF 506 

Items Measured at Fair Value on a Recurring Basis 

The following table Sets fonh by level within lhe fair value hierarchy the company's financial assets and liabilities that were accounted for at fair value on a 
recurring basis as afMar. 3 I ,  2008. As required by FAS 157, financial assets and liabilities are classified in their entirety bared an the lowest level of input that i s  
significant to the fair value measurement. The company's assessment ofthe significance afa  particular input to the fair value measurement requires judgment, and may 
affect lhe valuation of fair value assets and liabilities and their placement within the faii ~ a l u e  hierarchy levcls. For natural gas and interest rate swaps, the market 
approach was used in determining fair value. For other investments, the income approach was used. 

Kecvrrin~ Dmhnre Fair Vstur M u a w e s  Af/Xrwtueaso/Mar. JI.2008 

,i" miltiom1 L e d  I L e e ,  I Leu113 - Tdd 
Aw.@ 

Other invcsments - - 14.0 14.0 
Natural gas swaps 16 - $ 80.6 $ - $ 80.6 

$ 80.6 16 14.0 E - Total $ 

Natural gas swaps $ $ 0.1 $ ~ $ 0 . 1  
Interest late swaps 

Tola1 

Natural gas and interest rate swaps are over-the-counter swap instruments. The primary pricing inputs in determining the fair value ofnatural gar swaps are the 
New York Mercantile Exchange (NYMEX) quoted closing pnces of exchange-traded instruments. There prices are applied to the notional  amount^ of active positions 
to determine thc reponed fair value. The primary pricing inputs in determining lhe fair value of interest rate swaps are LlBOR swap rates as reponed by Bloomberg. For 
each instrument, the projected forward swap rate is used to determine the stream of cash flows over the tenor of the canfract. The cash Ilows are then discounted using a 
spot discount rate to determine the fair value. An additional $3.2 million liability, pnmanly in interest rate swaps, is held on the books afunconsolidated affiliates of 
TECO Guatemala, but i s  reflected in "lnve~tment in unconsolidated affiliates" on the T K O  Energy, L c .  Consolidated Balance Sheets. 

Other investments reflect two auction rate Securities with a combined par value of $ 1  5.0 million. As a result of market conditions, TECO Guatemala changed the 
valuation technique for lhese securities 10 an income approach using a discounted cash flow model. Accordingly, these securities changed to Level 3 wtthin FAS 157's 
three tier fair value hierarchy since initial valuation at Jan. I, 2008. 

Based on the fair value determined f" the discounted cash flow analysis a temporary impairment was recorded m other comprehensive income. These 
invesfments are highly rated and significantly backed by a pool of aNdent loans. Therefore, it i s  expected that the investments will not be settled at a price less than par 
value. Because lhe company has the ability and intent to hold this investment until a recovery of i t s  oriyinal inrenment value. if considers the investment to be 
temporarily impaired at Mar. 3 I, 2008, 

Assets Measured st Fair Value on a Recurring Basis Using Unobservable Inputs &eve1 3) 

A"c,i"nR",r l"lr,ez, R.nr 
(in miitions1 senr6n swps 7ozd 

Change in fair market YSIW - (7.3) ( 7 . 3  

Balanceat Jan. I, 2W8 F - $ (9.0) 6 (9.0) 
Transfers 10 L e 4  3 14.0 14.0 - 

Included tn earnings 
Balance Mar. 3 I ,  2008 
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14. Mergers,  acquisition^ and Dispositions 

Sale of TECO Transport 

On Dec. 4,2007, TECO Diversified, Inc.. a wholly-owned subsidiary ofthe company, sold its entire interest m TECO Transport Corporation for cash to an 
unaffiliated investment p u p .  In accordance with the provisions of SFAS 144. Accoz,rzlia./br. the lmpoirnierir or Disposoi oflong-lived A.Y,WS (FAS 144), as B resuit 
of i ts significant continuing involvement with Tampa Electric Company related to the waterbome transportation of solid fuel, the results of TECO Transport were 
reflected in continuing operations for the three months ended Mar. 3 I, 2007. 

Tampa Electric paid United Maritime Group, formerly TECO Transport Corporation, $19. I million and $24.0 million for the waterbome tranSponation services 
descnbed above for the three month penods ended Mar. 3 1, 2008 and 2007, respectively. 
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TAMPA ELECTRIC COMPANY 

In the opinion of management, the unaudited consolidated condensed financial statements include all adjustments that are o f a  recuning nature and necessary to 
state farly the financial position ofTampa EIectfiC Company h~ of Mar. 31,2008 and Dec. 3 I ,  2007. and the results of operations and cash flows for the periods ended 
Mar. 3 I ,  2008 and 2007. The results ofoperations for the three months ended Mar. 3 I ,  2008 are not necessarily indicative ofthe results that can be expected for the 
entire fiscal year ending Dec. 31,2008. References should be made lo the explanatory notes affecting the consolidated financial slstements contained in Amendment 
No. I to Tampa Electric Company's Annual Repon on Form 10-K for the year ended Dec. 3 I .  2007 and IO the notes on pages 28 to 37 of this rrpon. 

INDEX TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS 

Consolidated Condensed Balance Slieets, Mar. 31. 2008 and Dec, 3 I, 2 w 7  
Consolidated Condensed Stattc~nents of Income and C m " t m s i v e  h m m e  for the three month tlcfiods ended Mar. 3 I .  2008 alld 2007 
Consolidated Condomed Slatcments of  Cash Flows for the ihrce month ncriods ended Mar. 1 I .  2008 and 2007 
Notes to Consolidated Condensed Rnancid Statements 
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TAMPA ELECTRIC COMPANY 
Consolidated Condensed Balance Sheets 

Unaudited 

Assel, 

,m,ll,"">, 

Property, plant end eqqulpmenl 

Elecmc 
Gas 

Utlllry plant I" servmce 

Constluction work m progress 
Property, plant and equipment, at ongmal coifs 
Accumulated depreciation 

Other propem 
Total oropefly, plant and equipment (net) 

. .. . . ... ... . .. 
Cash and cash equivalents 
Receivables, less allowance for uncolleetibles of $1.6 and $1.4 at Mar. 31,2008 and Dee. 31,2007, respectively 
Inventoties, a1 average cost 

Fuel 
Materials and supplies 

Cumnt regula$oory assets 
Current derivative assets 
Cumnt defelred income m h e ~  
Taxes receivable 
hepayments and other current assets 

Total current assets 
Deferred debirs 

Unamonized debt expense 

Long-term derivative BSSC~S 

Other 
Total defened debits 

TatA s6sets 

Long-1- regulatory assets 

Mar. J I .  
1008 

$ 5,243.7 
925.4 
425.9 

6.595.0 
(1,798.0) 
4,797.0 

4.4 
4,801.4 

7.9 
249.8 

60.8 
57.7 
55.3 
72.2 

5.1 

12.1 
520.9 

22.9 
186.7 

8.4 
10.9 

228.9 
$ 5,551.2 

- 

16 5.262.0 
917.4 
363.6 

6,543.0 
(1,808.6) 
4.734.4 

4.5 
4.738.9 

11.9 
238.8 

66.2 
58.0 
67.4 

0.3 

2.9 
1 1 . 6  

457.1 

- 

22.9 
186.8 
I .9 

11.7 
223.3 

$ 5,419.3 

The accompanying notes are an inlegral pan of the consolidated condensed financial ~tatrments 
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TAMPA ELECTRIC COMPANY 
Consolidated Condensed Balance Shms contmued 

Unaudind 

Li.*ililU, and cqpim, 
,",<,tiom, 

capita1 
Common sock 
Accumulated other comprehensive loss 
Retained eamingr 

Total capiIa1 
Long-term debt. 196s *mount due within one year 

Current liabilities 
Total capitalization 

Long-term debt due within one year 
Nates payable 
Accounts payable 
Customer deposits 
Current regulatoy liabilities 
Current derivative liabilities 
Current deferred income taxes 
Interest accrued 
Taxes accrued 
Other 

Deferred rredin 
Total current liabilities 

Non-eunent defmed income taxes 
Investment tax credits 
Long-term derivative liabilities 
Long-term reguiatory liabilities 
Other 

Total deferred credits 
Total li*billtier and capital 

The accompanying notes arc an integral pan of lhc consolidated condensed financial statements 

25 

MU,. I,. 
2008 

$ 1.660.4 
(i0.0) 
277.2 

1.927.6 
1,749.9 
3,677.5 

5.7 
18.0 

234.5 
141.1 
102.9 

16.3 

35.9 
28.7 
11.3 

594.4 

423.1 
11.4 
0.1 

590.8 
253.9 

1,279.3 
$ 5,551.2 

16 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 
1 1 . 3  

519.7 

407.5 
I20 
0.1 

582.7 
251 5 

1,253 n 
$ 5,4193 
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TAMPA ELECTRIC COMPANY 
Consolidated Condensed Ststemenls of Income and Comprehensive Income 

Unaudited 

pi,*io",,, uceplplw, sham om", 

RW~lIWS 

Electtic (includes franchise fees and gmss receipts taxes of $1 8.9 in 2008 and $19.4 in 2007) 
Gas (includes franchise fees and gross receipts taxes of $7.5 in 2W8 and $7.6 in 2007) 

Total TeYenUeS 
Expenses 

Operations 
Fuel 
Purchased power 
Cost of nahlral gas sold 
Other 

Maintenance 
Depreciation 
Taxes, federal and state 
Tares, other than income 

Total expenses 
Income fmm operations 
Other Income 

Allowancc for other funds used during construction 
Taxes, non-utility federal and State 
Other income, net 

Total other income 

Interest on long-term debt 
Other interest 
Allowan~e for borrowed funds used dwing construction 

Interest charges 

Total interest charges 
Net income 
Other comprehensive loss, net of tax 

Net unrealized IOSS~S an cash flow hedga 
Other comprehensive loss, net oftar 

Comprehensive Income 

179.0 169.0 
640 4 640 9 

~ 

163.6 213.1 
81.9 53.6 

119.0 107.7 
71.2 57.4 
34.1 30.5 
55.5 56.2 
14.6 17.6 

I .3 I .7 

I .5 2.8 
2.5 4.2 

31.4 28.0 
2.6 3.6 

(0.3) (0.3) 
~ 

(0.5) (0.7) 
33 5 30 9 

$ 259 s 32 8 
- 

The accompanying notes are an integral pan of the consolidated condensed financial statements 
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TAMPA ELECTRIC COMPANY 
Consolidated Condensed Statements of Cash Flows 

Unaudited 

,"d,i""" 

Cash ~ S S  from operating activities 
Net income 
Adjuitmenls Io reconcile net income Io net cash from opnating activities: 

Depreciation 
Deferred income taxes 
investment tax credits, net 
Allowance for funds used during construction 
Deferred recovery ciause 
Receivables, less sllowance for uneollectibies 
inventOneS 
Prepayments 
Taxes accrued 
interest accrued 
Accounts payable 
Gain on a l e  o f  businesdassets 
Other 

Cash flows from opnating activities 
Cash flows from investing activities 

Capital expenditures 
Allowance for funds used dunng construction 

Carh flows used in investing aetivitie 
Cash flows from financing activities 

Proceeds from long-term debt 
Common stock 
Repayment of iong-term debtmurchase in lieu ofredemption 
Ne1 (decrease) increase in shon-term debt 
Dividends 

Net increase In rash and elsh e q u h l e n t s  
Cash and cash equivalents st beginning of period 
Cash and cash eqqulvdcnts at end of period 

Cash flows from (used in) financing activities 

2UO8 

$ 25.9 

55.5 
10.1 
(0.6) 
(1 .3)  

(11.4) 
(10.9) 

5.7 
(0.6) 
14.8 
12.5 
4.1 

(0.11 
11.4 

115.7 

(123.7) 

~ 

I .3 
~ 

(122.4) 

190.8 
150.0 

(286.8) 
(7.0) 

(44) 

(4.0) 

2.7 

i 1.9 
$ 7.9 

- 

- 

9 32.8 

56.2 
(13.4) 

(0.6) 
(1.7) 
12.8 
1.9 

(18.3) 
(0.1) 
59.7 

6.8 
2.7 

(0.21 
12.9 

152.5 

(1 18.1) 
I .7 

(116.4) 

(37 8) 
(34 8) 

1 3  
5 1  

$ 6 4  - 
The accompanying notes are an integral pan of the consolidated condensed financial statements 
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UNAUDITED 

1. Summary of Signifiesnt Aeeounting Policies 

The significant accounting policies are as follows: 

Principles of Consolidation and Basis of Presentation 

Tampa Electnc Company i s  a wholly-owned subsidiary of TECO Energy, Inc., and i s  comprised ofthe E leeh i~  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. In the opinion of management, the unaudited consolidated condensed financial statements inelude all adjustments that are of a recurring 
nature and necessary lo state fairly the financial position of Tampa Electric Company and subsidiaries as of Mar. 3 I ,  2008 and Dec. 31,2007, and the results of 
operations and cash flows for the periods ended Mar. 3 I ,  2008 and 2007. The r e ~ u l t ~  of operations for the threc month periods ended Mar. 3 I ,  2008 are no1 nece~~ar i ly  
indeative of the results that can be expected for the entire fiscal year ending Dec. 3 I, 2008. 

The use of estimates is inherent in the preparation of financial statements in accordance with generally accepted accounting principles (GAAP). Actual remits 
could difler from these estimates. The year end condensed balance sheet data was derived from audited financial statements, however this quanerly report on Form 10 
Q does not include all year end disclosures required for an annual repon on Form IO-K by GAAP in the United States of America. 

Revenues 

As of Mar. 31,2008 and Dec. 31,2007, unbilled revenues of $46.5 million and $46.6 million. respectively, are included in the "Rcceivabies" line item on the 
Consolidated Condensed Balance Sheefs. 

Purchased Power 

Tampa Electric purchases power on a regular basis to meet the needs of its cusfomers. Tampa Eieclnc purchased power from entities not affiliated with T K O  
Energy at a COS of$81.9 million and $53.6 million for the three months ended Mar. 31,2008 and 2007, respectively. Prudently incurred purchased power costs at 
Tampa Electric have historically been recoverable through Florida Public Service Commission (FPSCbapproued cost recovery cl~uscs.  

Accounting for Franchise Fees and Gross Receipts 

The regulated utilities (Tampa Electtic and PGS) are allowed to recwer fmm customers ceMm costs incurred through rates approved by the FPSC. The  amount^ 
included in cus1ome1s' bills for franchise fees and gmss receipl (axes are included as revenues on the Consolidated Condensed Statements a f  Income. These a m ~ u n t ~  
totaled $26.4 million and $27.0 million, respectwely, for the three months ended Mar. 31,2008 and 2007. Franchise fees and gross receipt taxes payable by the 
regulated utilities are included as an expense on the Consolidated Condensed Satcmcnts of Income in "Taxes, olher than income". These totaled $26.2 mtl im and 
$26.9 million. respectively, for the three months ended Mar. 3 I ,  2008 and 2007, rapectively. 

2. New Accounting  pronouncement^ 

Diselorures about Derlvntive lnstrvments and Hedging Activities 

In March 2008, the Financial Accounting Standards Board (FASB) issued Statement of Financial Accounting Standard (SFAS) No. 161, D;sc/orure.~ ohow 
Dcr;va,ivcln~,~nienrr~ ondHed@gAcr;v;ries (FAS 161). FAS 161 was issued to enhance the disclosure framework in SFAS No. 133,  Accounring for Derivative 
lnrlrummfs ond Hedging Aclivilia (FAS 133). PAS 161 requires enhanced disclosures about the puipore of an entity's derivative instruments, how derivative 
instnrments and hedged items are accounted for, and how the entity's financial position, cash flows, and performance are enhanced by the derivative instruments and 
hedged items. The guidance in FAS 161 IS effective for fiscal years and interim periods beginning afierNov. 15,2008. The company does not believe FAS i 61 will he 
matenal to its results of operations, statement ofposition or cash flaws. 

Aerauntlng for Transfers Of Finnncinl Assets nnd Repurchase Financing Transactions 

In February 2008, the FASB issued FASB Staff Position (FSP) No. 140-3, Accounling for Trm~Jkrs oJF;'manciul Assers and Reppurchare Finmc;ng Tranrocrionr 
(FSP 140-3). FSP 140~3 provides guidance when a company enters an agreement (or linked agreements) tu transfer a financial asset and establish a repurchase 
financing. FSP 140-3 prohibits separately accounting for the initial transfer and the repurchase financing unless cenain criteria are met. The guidance in FSP 140-3 i s  
effective for fiscal years and interim periods beginning after No". 15,2008. The company does not believe FSP 140-3 will be material to its results ofooerations. 
statement ofposition or cash flows. 

28 

630 



TAMPA ELECTRIC COMPANY 
DOCKET NO. 060317-El 
SCHEDULE NO. F-2 
PAGE 402 OF 506 

Statement 133 Implementstion Issue E23 

In kanualy 2008. the FASB cleared Implementation Issue Hedging ~ Generol: I m m  Involving rhr Applicuriorr "/the Slrorrcsr Merhodundrr Parogroph 68 
(Isrue €23). Issue E23 amends FAS 133, paragraph 68 to include hedged items with trade dates differing from their Settlement dates due to generally established 
convention~ in the marketplace. This allows companies to assume these commitments have no ineffecriveness in a hedging relationship. thus allowing use of the 
shoncut method for accounting purposes assuming all other conditions within the paragraph are met. 

Issue E23 also allows use afthe shoncut method ifthe fair value of an interest rate swap is not zero at inception of the hedge as long as the swap was entered 
into at the rclationrhip's inception, there was no tramaction price ofthe swap in the company's principal or most advantageous market, and the difference between the 
swap's fair value and tran~action price is due to differing prices within the bid~ask spread between the entry transaction and a hypothetical exit transaction. 

Thc effcctivc date for Issue €23 is for hedging relationships entered into on or after Jan. I ,  2008. T k  company does not believe Issue E23 will be material to 11s 
results ofoperations, Statement of position or cash flows. 

Noncontroliing interests In Consoildated Financial Statements 

In December 2007, the FASB issued SFAS No. 160, Nonco~tmIIing hireresls in Curisdidofed Financial S I O I ~ P W ~ I S  (FAS 160). FAS I60 was issued to impmve 
the relevance, comparability and transparency of the financial information provided by requiting: ownenhip interests be presented in the consolidated statement o f  
financial position separate from parent equity; the amount afne t  income attributable to the parent and the noncontrolling interest be identified and presented on the face 
of the consolidated sfatsment of income; changes in the parent's awnenhip interest be accounted for consistently; when deconsolidating, that any retained equity 
interest be measured at fair vaiuc; and that suflicient disclosures identify and distinguish between the interests of the parent and noncontrolling omerr. The guidance in 
FAS I60 is effective for fiscal years beginning on or after Dec. IS. 2008. The company is currently assessing the impact a fFAS 160, but does no1 believe it will be 
material to its results of operations, statement of position or cash flows. 

Business Combinations (Revised) 

In December 2007, the FASB issued SFAS No. 141R. Business Comhinarrons (FAS 141R). FAS 141 R was issued to improve the relevance, representational 
faithfulness, and comparability of information disclosed in financial statements about business combinations. The Statement establishes prmciples and requirements for 
haw the acqutrer: I) recognizes and measures the assets acquired, liabilities assumed and any non-controlling interesf in the acquiree; 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 business combinations for which the acquisition date i s  on or after the bcginning of the first annual reponmg period 
beginning on or after Dec. 15,2008, The company will assess the impact ofFAS 141R in the event i t  enters into a business combination whose expected acqutsition 
date is subsequent IO the required adoption date. 

Offsetting Amounts Related to Cer ldn  Contracts 

In April 2007, the FASB isued FASB Staff Position (FSP) FIN 39-1. This FSP amends FASB Lnterprefation No. 39, Oflssening ofAnmunu Relored to Cn-fain 
Cunfrocl~ by allowing an entily to offscl fair value amounts recognized for the right to reclaim cash collaferal (a receivable) or the obligation to rehlm cash collateral (a 
payable) against fair value amounts recognized for derivative instrumentS executed with the same counterpany under a master netting amgcmcnt.  The guidance in this 
FSP 1s effective for fiscal yean beginning after No". 15, 2007. The company adopted this FSP effective Jan. I ,  2008 and as ofMar. 3 i ,  2m8 did not hold or givc 
collateral. 

Fair Value Option For Financial Assets and Finnneiai Lisbi I ies 

In February 2007, the FASB issued SFAS No. 159, The Foir Yoiue Optionfor Finmciol Arseir and Fimnciul Liahilirieslncludrng on ametrdmenf ofFASB 
Sfalrmenl No. 115 (FAS 159). FAS I59 permits entities to choose to measure many financial inslmmentS and ceMin other items at fair value that are not currently 
required IO be measured at fair value. The objective of FAS 159 is to provide appomnities to mitigate volatility in reponcd earnings caused by measuring related assets 
and liabilities diffkently without having 10 apply hedge accounting provisions. FAS I59 i s  effective for fiscal yean beginning after No". 15, 2007. The company 
adopted FAS 159 effective Ian. I, 2008. but did not elect to measure any financial instruments at fair value. Accordingly, its adoption did not have any effect on its 
results of operations. siatcment of position or cash flows. 

Fair Vdue  Measurements 

In September 2006, the FASB issued SFAS No. 157, Fair Yolw Meoruremciiir (FAS 157). FAS I57 defines fair value, establishes a framework for measuring 
fair value under generally accepted accounting principles, and expands disclosures about fair value measurements. PAS 157 emphasizes that fair V ~ U C  is a market- 
based measurement, not an entity-specific measurement, and states that a fair value meuurement should he determined based on the u ~ u m p t i o n ~  that market 
panicipanls would use in pricing the asset or liability. FAS 157 applies under other accounting pronouncements that require or permit fair v a l w  measurements. 
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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 on whcther the inputs to those valuation techniques arc observable or unobservable. SFAS 157 detines the 
following fair value hierarchy, based on these two types of inputs: 

k d l ~  Quoted prices for identical inslruments in active markets 

Levei2 ~ Quoted prices for similar inStrumentS in active markets; quoted prices for identical or Similar instrumem in markets that are not active; and model 
derived valuations in which all Significant inputs and significant value drivers are observable in active markets. 

Levei3 ~ Model derived valuations in which one or more significant inputs or significant value drivers are unobservable. 

The effective date was for fiscal years beginning after No". 15, 2007. In November of 2007, the FASB informally granted a (me year deferral for non-financial 
assets and liabilitics. In February 2008. the FASE issued FSP 157-2 which formally delayed the effective date of FAS I57 to fiscal year\ beginning afler No". 15,2008. 
This FSP is applicable to non-financial assets and nan~financial liabilities except for items that are required to be recognized or disclosed at fair value at least annually 
in the company's financial Statements. As a rerult, the company adopted FAS 157 effective Jan. I ,  2008 for financial assets and liabilities. Sce Note 12, Fair Value 
Measurements 

Additionally, the FASB issued FSP 157-1 in  Febmary 2008 Io exclude FAS 13, A~~ouniing/&- Leases, and related pronounecments addressing lease fair value 
measurements from the scope of FAS 157. Assels and liabilities assumed in a business combination are not covered under this scope exception. The effeclivc date of 
this FSP coincides with the adoption of FAS 157. 

The company will continue to evaluate FAS I57 for the remaining non~financial a ~ ~ e t s  and liabilitie~ to bc included effective Jan. I ,  2009. The company does 
not helieve applying FAS I57 to the remaining "on-financial assets and liabilities will be material to i s  results ofoperations, statement of position or cash flows. 

3. Regulatory 

Cost Recovery ~ Tampa Electric Company and PCS 

Tampa Electric Company and PGS recover the cost of fuel, purchased power, eligible environmental expenditures, and ~on~erva t ion  through cost recovery 
 lau use^ that are adjusted on an annual basis. As part ofthe regulatory process, it is reasonably likely that third panies may intervene in various matters related to fuel, 
purchased power, environmental and ~on~ervation cost recovery. 

SO, Emision Allowances 

The Clean Air Act Amendments of 1990 (Clean Air Act) established SO,  allowance^ to manage the achievement of SO, emisions requirements. The leg~slation 
also established a market-based SO, allowance trading component. 

An allowance authorizes a utility to emit one ton ofS0,during a given year. The Envirmmental Protection Agency (EPA) allocates allowances to utilities based 
on mandated emissions reductions. At the end ofeach year, a utiliry must hold an amount ofallowances at least equal to its annual emipsions. Allowances are fully 
markelable and, once allocated. may be bought, sold, traded or banked far use in current or future yeam. In addition, the EPA withholds a small percentage ofthe annual 
SO,  allowance^ it  allocate^ to utilities for auction sales. Any resulting auction proceeds are then forwarded 10 the respective ulilities. Allowances may not be used for 
compliance prior to the calendar year for which they arc allocated. Tampa Electric accounl~ for these using M inventory model with a zero basis far those  allowance^ 
allocated to the company. Tampa Electric recognizes a gain at the time of sale, approximarely 95% of which accrues to retail customers through the environmenal cost 
recovery clause. There gains are reflected in "Revenues-Regulated dectric and gas" on the Consolidated Condensed Statements of Income. 

Over the years, Tampa Electk has acquired allowances through EPA allocations. Also, over timc, Tampa Electric has sold unneeded allowances based on 
compliance and  allowance^ available. The SO, a l l ~ w a n ~ e ~  unneeded and sold resulted from lower emissions al Tampa Electric brought about by environmental actions 
taken by the company under the Clean Air Act. 

During the three months ended Mar. 31, 2008, approximatrly 2,500  allowance^ were sold resulfing in proceeds o f $ l  .0 million. No allowances were sold during 
the three manlhs Ended Mar. 31,2007. 

Regulatory A S S ~ I S  and Lhbilitier 

Tampa Electric and PGS maintain their accounts in accordance with recognized policies ofthe FPSC. In addition, Tampa Electric maintains its accouns in 
accordance with recognized policies prescribed or permitted by the Federal Energy Regulatory Commission (FERC). 

Tampa Electric and PGS apply the accounting treatment permitted by SFAS No. 71, Accourrfing,for rite Efleeols o/ Certain Typer qlRegulotion (FAS 71 ). Areas 
of applicability include: deferral of revenues under approved regulatory agreements; revenue recognition resulting from cost recovery clauses that provide for monthly 
billing charges to reflect increases or 
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decreases in fuel, purchased power, conservation and environmental costs; and the deferral orcosts as regulatory assets to the period that the regulatory agency 
recognizes them whm cost recovery is ordered over a period longer than a fiscal year. Details of the regulatory assets and liabilities as ofMar. 3 I, 2008 and Dec. 31, 
2007 are presented in the following table: 

Regulatory Assets and Liabilities 

M a  31, De. 31, 
2008 2007 - _ _  ,",;l,i*"s, 

Regulatory PIVW 

Other: 
$ 64.9 $ 62.5 

cost recovery clauses 35.7 47.2 
Postretirement benefit u s e l  96.1 97.5 

24.5 25.5 Deferred bond refinancing costs2' 

Envimnmental remediation 11.3 11.4 

Regulatory tax asset"' 

Campetitivc rate adjustment 4.9 5.4 
Other 

Tom1 other regulatory assets 

Total regulatory *sets 
Less: Current portion 

Reguhtoly liabilities: 
Long-term regulatory ?,sets 

Regulatory tax liability'' 
Othcr: 

Dsfmed allowance auction credits 

Environmental remediation 
Transmission and delivery storm reserve 
Deferred gain on property sale@ 
Accumulated reserve -c~~~  ofremoval 
Other 

cost recovery clauses 

Total other regulatory liabilities 
Total regulatory liabilities 
Less: C m n t  ponion 
Long-term regulatory liabilities 

4.0 
177.1 
242.0 

55.3 
9 1867 

- 
- 
~ 

_= 

$ 18.5 - 
0.1 

92.0 
11.4 
21.3 

4.2 
544.8 

4.7 
191 7 
2542 

67.4 
$ 186.8 

- 
- - 
$ 18.8 - 

0.1 
18.9 
11.4 
20.3 
4.7 

543.5 

(I) 
(2) 
(3) 

Related to plant life and derivative positions. 
Amonized over the tmn ofthe related debt in~trument. 
Amonized over a 5-year period with various ending dates 

All regulatory assets are being recovered through lhe regulatory process. The following table funher details our regulatory assets and the related recovery 
periods: 

Regulatory assets 

Ma,. 3,. D e r  3,. 
1ooa IO07 ,n;llio"s, 

S 40.5 $ 52.6 Clause recoverable'' 

100.4 101.7 Eaming a rate of refum"' 

64.9 62.5 Regulatory tax assets"' 

36.2 37.4 Capital ~ t r u c f ~ r e  and ofherl' 

Tofa1 S 242.0 $ 254.2 

-- 

~- -- 
(I) 
(2) 

To be recovered through cost recovery clause~ approved by the FPSC on a dollar for dollar basis in the next ycar. 
Primarily reflects allowed working capital, which i s  included in rate base and cams an 8.2% rate of mum as pemitted by the FPSC. 
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(3) "Regulatory tax assets" and "Capital stru~turr and other" regulatory assets have a recoverable period longer than a fiscal year and are recognized over the period 
authorired by the regulatoly agency. Also included are unamonized loan E O S ~ S  which are amortized over the life ofthe related debt instruments. See footnotes I 
and 2 in the nrior table for additional information. 

4. Income Taxes 

Tampa Electric Company is included in the filing of a consolidated federal income tax retum with TECO Energy and i ts amliates. Tampa Electric Company's 
income tax expense is bared upon a sep~~ate  retum computation. Tampa Electric Company's effective tax rates for the three months ended Mar. 3 I ,  2008 and 2007 
differ from the statutory rate principally due to state income taxes, ammiration of inveStment tax credits and the domestic activity production deduction. 

The lntemal Revenue Sewice (IRS) concluded its examination of the company's consolidated federal income (ar returns for the years 2005 and 2006 during 
2007. The U S .  fcdnal statute of limitations remains open far the year 2007 and onward. Year 2007 i s  currently under examination by the IRS under the Compliance 
Assurance Propam, a program in which TECO Energy is a participant. TECO Energy daer not expect the settlement ofcurrent IRS examinations to significantly 
change die m a l  amount of unrecognized tax benetits for the 2007 tax year. State jurisdictions have statutes of limitations generally ranging from lhree to five years 
from the filing ofan income tan mum. The stale impact of any federal changes remains subjca lo examination by various states for a period of up to one year after 
formal notification 10 the stata.  Years still open to examination by tax authorities in major state jurisdictions include 2004 and onward. 

The company does not currently have any uncenain tan positions and does not anticipate that the total amount ofunrecognized tax benefits will significantly 
increase or decrease by the end of2008. 

5. Employee Postretirement Benefit8 

Tampa Electric Company is a panicipant in the comprehensive retirement plans of TECO Energy. Effective Jan. I, 2004, Tampa Elecmc Company adopted FAS 
I32R (revised 2003). E " ~ ~ I " ~ ~ ~ ~ ' D i ~ ~ / " ~ ~ ~ ~ ~  about Pensions ond Orbrr Posfrefirmenf Benefilr, 011 oniendnzenl o/FASB Slotrv"ts No. 87, 88 and 1 0 6 ,  with no 
material effect. No significant changes have been made to these benefit plans since Dec. 3 I, 2003. 

Amounts allocable to all panicipants ofthe TECO Energy retirement plans are found in Note 5, Employee Poslretirement Benefits, in the TECO Energy, Inc. 
Notsr to Consolidated Condensed Finsneid Statements . Tampa Electric Company's ponion o f  the net pension expense for the three months ended Mar. 31, 2oD8 
and 2007, respectively, was $2.1 million and $3.5 million far pension benefits, and $3.5 million and $3.6 million for other poitretiremenf benefits. 

Included in the benefit expenses discussed above, far the three months ended Mar. 31,2008, Tampa Electric Company reclassed $1.4 m111im ofunamortized 
transition obligation, prim scwice cos1 and acruarial losses from regulatory assets to net income. 

For the fiscal 200X plan year. TECO Energy assumed an expected long~tem return on plan assets of 8.25% and a discount rate of 5.90% for penston benefits 
undcr its qualified pension plan as of its Dec. 4,2007 remeasurement date: a discount rate of5.90% for its SERP benefits as of i ts Jan. I ,  2008 remeasurement date; and 
a discount rate of 6.20% for other postretirement benefits at its Sep. 30, 2007 measuremen1 date. AS a result ofthe Dec. 4,2007 and Jan. I ,  2008 rcmeasurcmmts, total 
benefit obligations for the pension plans increased $1 8.5 million. 

6. Short-Term Debt 

At Mar. 31, 2008 and Dec. 31,2007, the following credit facilities and related borrowings existed: 

Credit Facilities 

I 511.0 25.0 - 
$ 4750  $ 2 5 0  $ - 
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These credit facilities require commitment fees ranging from 9.0 to 17.5 basin points. The weighted~average interest rate on outstanding amounts payable under 
the credit facilities at Mar. 3 I ,  2008 and Dec. 3 I, 2007 was 2.83% and 4.76% respcctivcly. 

7. Long-Term Debt 

Rrmorkaing arid Repurchase in Lieu <fRrdi.nrprion ofTunipu Eleirclric Con,ponj,'s TOX-E.WXPI Auction Role Bonds 

On Mar. 19,2008, the Hillsborough County Lndustrial Development Authority (HCIDA) remarketed $86.0 million Pollution Control Revenue Refunding Bonds 
(Tampa Electric Company Project), Series 2006, in a fixed-rate mode pursuant to the terms of thc Loan and Trust Agreement goveming those bonds. The bonds, which 
previously had been in auction rate mode, bear interest at 5.00% per annum and are subject to mandatory tender for purchase on Mar. IS, 2012 from the proceeds of a 
rmarketing of the bands. Tampa Electric Company is responsible for payment of the interest and principal associated with the bonds. Regularly scheduled principal 
and intcrert when due is insured by Ambac Assurance Corporation, as more fully described in our 2007 Annual Report on Form IO-K. 

On Mar. 26,2008. Tampa Electric Company purchased in lieu ofredemption $75.0 million Polk County Industrial Development Authority (PCIDA) Solid 
Waste Disposal Revenue Refunding Bonds (Tampa Electric Company Pmject), Series 2007 and 6125.8 million HCIDA Pollution Control Revenue Refunding Bonds 
(Tampa Electnc Company Project), Series 2007A. B and C (the "2007 Bands"). Also on that date, the Insurance Agreement dated as of Jul. 27,2007 with Financial 
Guamnty Insurance Company, pursuant IO which Financial Guaranty Lnsurance Company issued a financial guaranty insurance policy for the HCIDA Pollution Control 
Revenue Refunding Bonds (Tampa Electric Company Project), Series 2007A. Band C bonds (the "2007 HCIDA Bonds"), was terminated. The company also entered 
into B corresponding First Supplemental Loan and TNSI Agreement regarding the removal of the bond insurance on the 2007 HCIDA Bonds. After these changes to the 
2007 HCDA Bonds, the company remarketed the $54.2 million Series A and the $51 .b million Series B 2007 bonds in long term interest rate modes. The $54.2 mil lm 
Series A bonds, which previously had been in auction rate mode, bear iilterest at 5.65% per annum until maturity on Mar. 15,2018. The $5 I .6 million Series B bonds, 
which previously had been in auction rate mode, bear interest a1 5.1 5% per annum and will be subject to mandatory tender on Sep. I, 2013 from the pmceeds o f a  
remarketing ofthe bonds. Tampa Electric Company is responsible for payment ofthe interest and principal aSsociated with the 2007 Bonds. 

As a result of these transactions, $95.0 million ofthe bonds purchased in lieu ofredemption were held by the trustee at the direction ofTampa Electric Company 
as of Mar. 31,2008 (the "Held Bonds") to provide an opportunity to evaluate refinancing alternatives. The Held Bonds effectively offset the outstanding debt balances 
and are presented net on the balance sheet. 

8. Commitments and Contingencies 

Legal contingmries 

From time to time Tampa Electnc Company and its subsidiaries are involved in various legal, lax and regulatory proceedings before various couns, regulatory 
EOmmiSSionS and govm"nta1 agencies in the ordinary cou~se of its business. where appropriate, a~cwals are made in accordance with FAS No. 5 ,  Accountingfor 
Conringencies , to provide for manm that are probablc ofrcsulling in an estimable, malerial loss. While the outcome of such proceedings is uncertain, management 
does not believe that their ultimate resolution will have a material adverse effect on the company's re~ults of operations or financml condition. 

Superfund and Farmer Mmufactwed Gan Plant Sites 

Tampa Electric Company, through its Tampa Electric and Peoples Gas divisions, is a potentially responsible pany (PUP) for cenain superfund sites and, through 
11s People 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 COS~S. as afMar. 3 I ,  2008, Tampa Electric Company has estimated its ultimafe financial liability to be approximately $I I .5 million, and this 
amount has been accrued in the company's financial ~ ta tement~ .  The environmental remediation costs associated with these sites, which are expected 10 be paid over 
many years, arc not expected to have a significant impact on cu~tomer prices. 

The estimated  amount^ represent only the estimated portion ofthe cleanup M S ~ S  attributable to Tampa Electnc Company. The estimates to perfom the work are 
based on actual estimates obtained f" contractors, OT Tampa Electric Company's expenence with Similar work adjusted for site specific conditions and agreements 
with the respective governmental agencies. The estimates are made in current dollan. are not discounted and do not assume any insurance recoveries. 

Allocation of the responsibility for remediation COSIS among Tampa Electric Company and other PRPs is based on each party's relative ownership interesl in or 
usage o f a  site. Accordingly, Tampa Electric Company's share of remediation costs varies with each site. In vinually all  instance^ where other PRPs are involved, those 
PRPs are considered creditwonhy. 

Factors that could impact these c~fimates include the ability of other PRPs to pay their pro-rata portion of the cleanup costs, additional testing and invesligation 
which could expand the scope ofthe cleanup activities, additional liability that might arise from the cleanup activities thmselves and changes in laws or regulations 
that could require addilional remediation. These costs arc recoverable through customer rates established in subsequent base rate proceedings. 
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Guarantees s n d  Letters of Credit 

At Mar. 31,2008, Tampa Electnc Company was not obligated under guarantees or letters ofcredit for the benefit ofthird panics, including entities under 
common control. At Mar. 3 I ,  2008, TECO Energy had provided B fuel purchase guarantee on behalfofTampa Electric Company and had outstanding letters of credit 
on behalf ofTampa Electric Company in the face amount ofs20.0 million and $0.3 million, respectively. 

Financial Covenants 

In order 10 utilize i ts bank credit facilities, Tampa Electric Company must meet certain financial tests as defined in the applicable agreements. In addition, 
Tampa Electnc Company has cenain restrictive covenants in specitic agreements and debt instruments. At Mar. 31,2008, Tampa Eicchic Company was in compliance 
with applicable financial covenaol~. 

9. Related Parties 

In October 2003, Tampa Electric signed a five-year contract renewal with a then afiiliated company, TECO Tiampon, for integrated waterborne fuel 
transportation servi~es effective Jan. I ,  2004. The contract calk for inland river and ocean mnsportation along with river terminal storage and blending services for up 
to 5.5 million tons ofcoal annually through 2008. TECO Transpon was sold to an unaffiliated third-party on Dec. 4,2007. For the three months ended Mar. 31, 2008, 
Tampa ElecUic paid United Maritime Group, formerly TECO Trmspon and now an unrelated entity, $19. I million. For the three months ended Mar. 31,2007, Tampa 
Electric paid TECO TranspporI$24.0 million. 

10. Spsmenl Information 

,mi,*hn,, 
m,r.mo"lh, rndnlMar 3,. 

2008 
Revenues ~ extemal 
Sales to affiliates 

Total revenues 
Depreciation 
Total interest charges 
Provision for taxes 
Net income 

TatalassetsatMar.31,2008 
2007 

Revenues - external 
Sales to affiliates 

DepreiatiO" 
Total revenues 

Total interest charges 
Provision (benefit) far taxes 
Net income 

Total assets at Dec. 3 I, 2007 

11. Derivatives and Hedging 

r n m p  
E k D i C  - 

$ 461.2 
0.3 

461.5 
45.2 
29.4 
8.5 

$ 15.9 
$ 4,774.6 

$ 471.4 
0.5 

471.9 
46.4 
26.8 
11.0 

S 21.8 
9 4,672.5 

- 

- - 
- 

- 

P*&S 
Ga, 

$ 179.0 

119.0 
10.3 
4.2 
6.4 

$ 10.0 
$ 786.3 

$ 169.2 

169.2 
9.8 
4.1 
6.9 

$ 11.0 
$ 754.3 

~ 

~ 

= 

n a p a  El.C,dC 
c"mpn"y 

$ 640.2 
0.2 

640.4 
55.5 
33.5 
1 4 4  . 

$ 25.9 
$ 5,551.2 

s 640.4 
0.5 

640.9 
56.2 
30.9 
176 . , .~ 

$ 32.8 
0 5,419.3 
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regulatory assets or liabilities and accumulated other comprehensive income will fluctuate with movements in the underlying market price o f  the derivative instrumentS 
The company does not cumntly have any cash flaw hedges for transactions forecasted to take place in periods subsequent to 2010. 

12. Fair Value Measurements 

In September 2006, the FASB issued SFAS No. 157, Foir Value Mcosui~n,enrs (FAS 157). FAS 157 defines lair YBIYC, establishes a framework for measuring 
fair value under generally accepted accounting principles, and expands disclosures about fair value measurements. FAS I57 smphasires that fair value i s  a market- 
based measurement, not an entity-specific measunmenl, and states that a fair value measuremen1 should be determined based on the assumptions that markef 
participants would use in pncing the asset or liability. FAS 157 applies under other accounting pronouncements that require or permit fair value measurements. 

FAS 157, among other things, rsquircs the company to maximize the use ofobservable inputs and minimi- the use of unobservable inputs when measuring fair 
value. It also requires recognition of trade~date gains related to certain derivative transactions whose fair value has been determined using unobservable market inputs. 
This guidance supersedes the guidance in Emerging Issues Task Force Issue No. 02-3, ''Issuer Involved in Accounting for Derivative Contracts Held for Trading 
Purposes and Contracts Involved in Energy Trading and Risk Management Activities" (EITF Issue 02~3). which prohibited the recognition of hade-date gains for such 
derivative tran~a~tions when defermining the fair value of inshumenti not traded in an active market. 

On No". 14, 2007, the FASB reaffirmed its position that companies will be required to implement the standard for financial a ~ ~ e t s  and liabilities, as well as for 
any other assets and liabilities that are carried at fair value on a recumng basis in financial statements. The FASB did, however, provide a one year deferral for the 
implementation of FAS I57 for other non-financial assets and liabilities. E l k l i v e  Jan. I ,  2008, the company adopted FAS I57 for financial assell and liabilities that 
are carried at fair value on a recuring basis. 

FAS 157 IS applied prospectively as ofthe first interim period for the fiscal year in which it i s  initially adopted, except for limited retrospective adoption for the 
following three items: 

The valuation of financial instruments using blockage factors; 

Financial instruments that were measured at fair value using the transaction price (as indicated in EITF Issue 02-3); and. 

The valuation ofhybrid financial instruments that werc measured at fair value using the transaction price (as indicated in FAS 155). 

The impact ofadoption in lhesc areas would be applied as a cumulative-effect adjustment to opening retained earnings, measured as the difference between the 
c a v i n g  amounts and lhe fair values ofrelevant assets and liabilities at the date ofadoption. Tampa Electric Company does not have any of the thne  aforementioned 
Items, and therefore no transition adjustment was recorded. 

Fair Value Hierarchy 

FAS I57 specifies a hierarchy of valuation techniques based on whether the inputs to those valuation techniques are observable or unobservable. In accordance 
with FAS 157, these two types of inputs have created the following fair value hierarchy: 

W ~ Quoted prices are available m active markets far identical assets or liabilities as ofthe reporting date. Active markets are those in which 
transactions for the asset or liability occur in sufficient frequency and volume 10 provide pricing information on an ongoing basis. Level I primarily C O ~ S ~ S ~ S  

of financial instruments such as exchange-traded derivatives, listed equities and U.S. govemment treasury securities. 

LevriZ - Pricing inpufr are other than quoted prices in active markets ii,cluded in Level I ,  which are either directly or indirectly observable as ofthe 
rcpming date. Level 2 includes those financial instruments that arc valued using models or other valuation methodologies. These models are pnmanly 
industry-standard made18 that consider vanous assumptions, including quoted forward prices for commodities, time value, volatility factors, and current 
market and contractual prices for the underlying instruments, as well as other relevan1 economic measures. Substantially all of these assumptions are 
observable 10 the marketplace throughout the full term of the instrument, can be derived from observable data or are supported by observable levels at 
which transactions are executed in the marketplace. Instruments in this category include "on-exchange-traded derivatives such as OTC fonvards, options 
and repurchase agreements. 

Levdl ~ Pncing inputs include significant inputs that are generally not observable in the marketplace. These inputs may be used with intemally developed 
methodologies that result in management's best estimate offair value. Level 3 instruments include those that may be more structured or othenvtse tailored 
to customers' needs. At each balance Sheet datc, the company performs an analysis of all instruments sublect to FAS 157 and includes in Level 3 all of 
those whore fair value is based on significant unobservable inputs. 
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This hierarchy requires the use of observable market data when available 

Determination of Fair Value 

ne company measures fair d u e  using the procedures set fonh below for all assets and liabilities measured at fair value thal were pmviously carried at fair 
vduc pursuant to other accounting guidelines. 

m e n  available, the company uses quoted market pticer on assets and liabilities traded on an exchange to d e t m i n e  fair value and classifies such items 8s Level 
I ,  Ln mme cases where a market exchange ptice is available, bot the assets and liabilities are traded in a secondaly market, the company makes use of acceptable 
practical expedients to calculate fair value, and classifies such items as Level 2. 

If observable lransactions and other market data are not available, fair value is bared upon infernally developed models that use, when available, current market- 
based or i " d ~ p ~ " d ~ " t l y - ~ ~ " ~ ~ ~ d  market parameten such as interest rates, currency rates or option YolatilitieS. Items valued using intemally generated models are 
classified according to the lowc~f  level input m value driver that is most significant to the valuation. Thus. an item may be classified in Level 3 even thoueh there may 
be significant inputs that are readily observable. 

Valuation Techniques 

FAS I 5 7  describes three main approaches 10 mcasuting the fair value OfaSSetS and liabilities: 

I) Mor&, Aonroach - The market approach uses ptices and other relevant information generaled by market transactions involving identical or comparable assets or 
liabilities (including a business). The market approach includes the use of matrix pticing. 

2) Income ADDioach - Thhe income approach uses valuation techniques to convert future amaunts (for example, cash flows or ramings) 10 a single present amount 
(discounted). The msasurement is based on the value indicated by currmt market expecrations about those future amounts. 

3 )  Cosr A.mrooch -The E O S I  approach is based on the amount that currently would be required to replace the service capacity ofan asset (ofien refmed Io as current 
replacement COSI). Tlie cost approach annumen that the fair value would not exceed what it would cast a market panicipaa to acquire or con~truct a substitute asset of 
comparable utility, adjusted for obsolescence. 

Items Measured at Fair Value on B Recurring Basis 

Thhe following table sets fonh by level within the fair value hierarchy the company's financial assets and liabilities that were accounted fur ~t fair value on n 
recurring basis as ofMar. 3 I .  2008. AS required by FAS 157, financial assets and liabilities are classified in their entirety based on the lowest level of input that is 
significant to the fair value measurement. The company's assesment of the significance o f a  particular input to the fair value measurement requires judgment, and may 
affect the valuation of fair value aSSets and liabilities and their placement within the fair value hierarchy levels. For all =sets and liabilities presenled helow the market 
approach was used in determining fair value. 

Recurring Derivntive Fair Value Measures 

&& 
Natural gas swaps 

Total 

Natural gas swaps 
htwest  rate swaps 

T@l 

$ - S 806 5 - 6 8 0 6  
S 80.6 - $ 80.6 0 - -- 

$ 0 1  6 0 1  $ 

s 0 1  $ 163 0 164 

- - s 

S 
- - 163  163 
- -- 

Natural gas and inlerest rate swaps are over-the-counter swap instruments. The primary pricing input~ in determining the fair value ofnatulal gas swaps arc the 
New York Mercantile Exchange (NYMEX) quoted closing pnces of exchange~traded instruments. There prices are applied to the notional amounts of active positions 
to determine the reponed fair v a l w  

The primary pricing inputs in determining the fair value ofinterest cafe swaps are LlBOR swap rates as reponed by Bloomberg. For each instrument, the 
pmjected forward swap rate is used to determine the stream ofcash flows over the tenor of the c~ntmct. The cash flows an then discounted usinga spot discount rate to 
determine the fair value. 
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Assets Measured at Fair Value an P Recurring Bssir Using Unobservable Inputs (Level 3) 

I"l#r", Ra,r 
,in "d,,;ms, SMPS 

Transfers 10 Level 3 ~ 

Included in earnings ~ 

Balance Mar 3 I ,  2008 s (16.3) 

37 

Balance a1 Jan. 1,2W8 $ (9.0) 

Change in fairmarket value (7.3) 
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2008 2007 -- ,nir,fons, uceplm, sham am"") 

Consolidated revenucs -- $ 791.7 $ 821.3 
30.8 72.8 Net income from cantinuing operatias 

~~ 

Net income 
Average common shares outstanding 

Basic 
Diluted 

Earnings per share - hasic 

Earnings per rharc -diluted 

Earnings per share - basic 

Earnings per share. diluted 

Ooeratine Results 

Throe Months Ended Mar. 31,2008: 

$ 3 0 8  728 
209 7 208 6 
2106  209 6 

-- 
_ _ _ _ _  
$ 0 1 5  

$ 0 1 5  

- 
- 

First quarter net income and net income from continuing operations was $30.8 million or $0.15 per share, compared Io $72.8 million, or $0.35 per share, in the 
first quarterof2007. 

In 2008, first quaner net income included no benefits from the operations ofTECO Transport or from the production ofsynthetic fuel, compared to $6.4 million 
and $30.7 million, respectively in the 2007 per id .  First quarter 2008 net income also included a $0.6 million after-tax charge for adjusments to previously estimated 
cos& associated with the sale ofTECO Transport. compared to $1.8 million ofafter-tax charges related to the salt of TECO Transport in 2007. 

Tamps Electric Company - Electric division (Tampa Electric) 

Net income for the first quarter was $I 5.9 million. compared with $21 .R million for the same period in 2007. Results far the quarter reflect 0.6% average 
customer growth and lower retail energy sales. Sales to other utilities were essentially unchanged from 2007. First quarter net income included $1.3 million of 
Aliowancc for Funds Used During Con~tmaion  -Equity (which represents allowed equity cost capitalized Lo ~ o n ~ t m ~ t i o n  costs) related to the con~rmc t i~n  ofnitrogen 
oxide WOx) pollution conml  equipment, compared to $I .7 million included in the 2007 period. 

Total retail energy s a l s  decreased 2.1%. driven by lower sales to weather-sensitive residential customers and lower sales to lower-margin phosphate customers 
due to phosphate production facility outages. Sales to the residential customer segment declined 4.5% in the first quaner due to mild weather panems and continued 
lower per residential fu~tomer  usage. Total degree days in Tampa ElectTic's service area were 10% helow noma1 and I I% below the first quaner 2007 period. Base 
revenues declined $3.2 million in the quarter due to the mild weather. Other operating income incrcarsd $4.2 million pretax, driven primarily hy higher earnings on the 
new selective catalytic reduction (SCR) equipment, which is recovered thmugh the envimnmental  COS^ recovery clause, increased by-product sales, and higher 
miscellaneous sewice revenues. 

Operations and maintenance expense, excluding all Florida Public Service Commission (FPSC)-approved cost recovery clauses, increased $4.5 million after tar, 
as expected, driven primarily by $1.9 million of after-tax expenditures related to planned outage  requirement^ on power generating equipment. Other factors included 
$0.4 million ofhigher after~tax bad debt expense, and higher vehicle fuel costs. 
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Compared to the first quarter of2007. depreciation expense decreased S0.7 million afrer tax, reflecting primarily lower depreciation rates as a result ora  
depreciation study approved by the FPSC in the third quaner ofZlM7. Properly tax expense decreased $0.3 million afler far compared to the first quarter of2007, 
reflecting lower property tax rates from legislation passed in Flaridda in 2007, as well as adjustments to property valuations previously agreed to with various faxing 
authorities. InteieSt expense increased $1.6 million after tax due 10 higher levels of long~tem debt outstanding and higher interest rates on tax-exempt auclion-ratc debt 
for one inmth m the quarter. In addition, interest income decreased due to lower under~recovered fuel balances on which interest is accrued. 

A summary of Tampa Electrie'r operating statistics for the three months ended Mar. 31, 2008 and 2007 fallows: 

,mr,onr, UC" '"",a*< rurrom,r,s, 

ThrcemonlhseruledMar. 31, 
By Customer Type 
Residential 
CommeCCial 
lndlrshial - Phosphate 
Industrial ~ Other 
Other sales of eleceicity 
Deferred and other revenues'" 

Sales for resale 
0th- operating revenue 
SO, Allowance sales 

Average customers (thousands) 
Retail output to line (kilowatt hours) 

(I) 

Tampa Electric Company - Natural gas division (PCS) 

Primarily reflecfs the timing ofenvimnmental and fuel clause recoveries. 

OW,#,i"X R e v m u ,  KilnwCbour d c r  

1008 2007 %Cbmgr 2008 2007 %chonyr - 
$ 2 0 7 . 0  $ 216.3 (4.3) 1,778.1 1.862.6 (4.5) 

27.3 28.7 (4.9) 305.8 31Y.7 (4.3) 

147.5 146.6 0.6 1,468.0 1,458.8 0.6 
16.0 18.8 ( I  1.7) 244.7 271.4 ( 9 . 0  

42.0 40.4 5.4 418.6 392.0 6.8 
- 3) (3.6) (102.8) - - 

433.7 447.2 (3.0) 4,215.2 4,304.5 (2.1) 
16.0 15.6 2.6 189.1 198.1 (4.5) 

- - 10.8 9.1 18.7 - 

- - - - - - ---- I O  
S 461 5 $ 471 9 (2 2) 4,4043 (z) 
___= 

668 9 664 7 0 6  
(1.2) 4,357.7 4,412.3 

PGS reported net income ofS10.0 million for the fin1 quarter, compared 10 $I I .O million in the same period in 2007. Quarterly results reflect average ~ustomer 
growih of 0.3% and lower sales to residential customers primarily due to mild winter weather and a continued decline in per residential customer usage. Sales to 
commercial and industrial customeri declined due to the continued weak housing market, which is negafively impacting housing-related industries such as wallboard 
producers, and the slower economy in general, which is affecling gas usage by commercial customers such as restaurants. Gas transpaned far power generation 
customers increased over the fin1 quarter of2007 when  volume^ were reduced due to mild weather and the use of other fuels for power generation. Non-fuel operations 
and maintenance expense decreased primady due to lower medical claims cost in the qusrter partially offset by higher employee-related expenses. Results also reflecl 
higher depreciation expense due to routine plant additions and lower property tax rates reflecting legi~laiion passed in Florida in 2007. 

A summaly of PGS' regulated operating statistics for the three months ended Mar. 31,2008 and 2007 follows: 

39 

641 



TAMPA ELECTRIC COMPANY 
DOCKET NO. 080317-El 
SCHEDULE NO. F-2 
PAGE 413 OF 506 

Tampa Electric Company - Naturai gar division (PGS) 

By Customer Type 
Residential 
Commercial 
Industrial 
Off system d e s  

Power generation 
Other revenues 

By Sales Type 

Tramponation 
Other r e v ~ l u e ~  

Average customers (thousands) 

system supply 

D 48.8 $ 54.3 (10.1) 27.8 29.2 (4.8) 

2.2 2.5 (12.0) 46.7 51.4 (9.1) 
44.3 50.2 (11.8) 107.0 107.5 (0.5) 

68.6 46.8 46.6 78.6 62.7 25.4 
3.4 2.8 21.4 106.7 65.4 63.1 
9.8 10.9 ~ 

(10.1) ~ 
~ -- 

$ 177.1 $ 167.5 5.7 366.8 316.2 16.0 

$ 142.7 $ 132.6 7.6 123.9 112.1 10.5 
24.6 24.0 2.5 242.9 204.1 19.0 
9.8 10.9 (10.1) _ _ -  

$ 177.1 $ 167.5 5.7 366.8 316.2 16.0 ------ 
336.1 335.1 0.3 

24.6 24.0 2.5 2429 204.1 190 
- 9 8  109 (101) _ _ -  

$ 1 7 7 1  $ 1 6 7 5  5 7  3668 3162 160 ------ 
3361 335 I 0 3  

TECO Coal 

TECO Coal achieved tint-quaner net income of$7.5 miilmn, compared to $42.4 million in the same period in 2007. Net income in 2008 no longer includes 
benefits associated with the production of synthetic fuel, which concluded at the end of2007 concumnt with the expiration of the federal lax credit on the prduction of 
synthetic fuel. In 2008, net income included a 160.6 million after-tax benefit reflecting the final adjustment to the 2007 inflation factor applied to the tux credit available 
on the production ofsynthetic fuel. In 2007, first quarter results included a $1.6 million after~tax benefit for the final 2006 inflation adjustment to the tax credit. Ln 2007, 
net income also included $30.7 million of net benefits related to synthetic fuel produetmn. 

Total sales were 2.4 million tons in the 2008 first quarter, compared with 2.1 million tons in the 2007 period, which included I .3 lnillion tons of synthetic fuel. 
Sales volumes increased in 2008 in response to the improved market conditions; however, the tint quaner sales mix was more heavily weighted to lower margin steam 
coal due to the timing of metallurgical m a l  shipments, which largely offset the positive effects of coal sold in the spot market at higher pricccs. Average net selling 
prices in 2008, which exclude bansportation allowances, were comparable 10 average net selling prices in the first quarter of 2007 due to the timing ofcontract signings 
in 2006 and 2007. In 2008, the cash cos1 ofproduction per ton was 7% higher than in the first quaner of 2007, driven by higher costs for petrolrum related products and 
explosives. 

In 2047, the $30.7 million benefit from the production of synthetic fuel reflected proceeds from the third party investors after an estimated 14% phase out caused 
by high oil prices, and a $12.3 million afler-tax benefit from adjusting to market the valuation of oil price hedges that were placed to protect the 2007 synthetic fuel 
benefits against high oil prices. 

TECO Guatemala 

TECO Guatemala reponed first-quaner net income of$10.5 million in 2008, compared to $I 0.3 million in the 2007 period. The 2008 r e ~ u l t ~  reflmt the benefit 
ofan inflation adjushnent to the non~fuel rate for energy sales by the Sa" lose Power Station and lower interest expense on the non-recourse financing, higher interest 
income on higher offshore cash balances, customer growth and higher energy sales at the distribution utility (EEGSA), panially offset by higher operating expenses, 
and increased eamings from the DECA I1 aftilialed companitr. 

TECO Guatemala had previously indicated that i t  was evaluating an opportunity to submit a bid in response to a request for proposal for new coal-fired 
generating capacity in Guatemala. Due to ~ S S U ~ S  that were raised dunng the bid process that were not resolved, TECO Guatemala elected to not submit a bid for this 
project. 

Other and Eliminstlonr 

The cost for ParenVOthcr in the first quaner of2008 was $1 3.1 million compared to a cost of $19. I million in the 2047 period. In 2008, net income includes $0.6 
million ofaher-tax adjustment to previously estimated transaction costs related to the sale of TECO Transport, compared to $1.8 million of aflcr~tax transaction-related 
coifs associated with the sale of TECO Transport in 2007. 

Results were driven by aflcr-tax interest expense at parent and TECO Financc that was $6.8 million lower i l l  thc 2008 pcriod, due to debt redemption and 
refinancing actions. Thin was parfially offset by $I .9 million aflei-tax of lower interest income due to lower cash balances. 
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TECO Transport 

The sale of TECO Transpon closed Dm. 4, 2007. Due to the ongoing ~ontraciual relationship for solid fuel waterhome t~amportafion ~ervices, TECO Trampon 
was not classified as a discontinued operation and i s  included in TECO Energy's histotical results. 

Income Taxes 

The provision for income lues  from continuing opcration~ for the three month periodr ended Mar. 31,2008 and Mar. 31,2007 was an expense of $1 3.1 million 
and $3 1.8 million, respectively. Thhe provision for income taxes from continuing operations in the three months ended Mar. 31,2008 was impacted by the inmination of 
the ~ynlhnic  fuel operations tax credit program and its related invator income, as well as by the sale of TECO Transpon on Dec. 4,2007. In addition to the income 
taxes on recuming operations, the 2007 provision for income taxes includes an income tax benefit related to the application of the "tonnage t u "  to qualified YBISOIS. 

During the three month periods ended Mar. 31,2008 and Mar. 31,2007. ihe company experienced a number of events that impacted the overall effective fax rate 
on continuing operations. There even- included permanent reinvestment of foreign income under APE No. 23, depletion, repattiation of foreign source income to the 
United States and reduction ofincome tax expense under the new "tonnage tax" regime. 

I.iauidih and Caoitpl Resources 

Thhe table below sets forth the Mar. 3 I, 2008 consolidated liquidity and cash balances, the cash balances at the operating companies and TECO Energy parent, 
and amounts available under the TECO EnergylTECO Finance and Tampa Electric Company credit facilities. 

Tamp. Elertrir 
)'" m/lliO.s, Cnnsnlidabd c*mD."y Ocher mrent 
C d i t  facilities $ 675.0 $ 475.0 $ - $ 200.0 
Drawn amounts I LCs 
Available credit facilities 
Cash and shon term investments 
Total liquidity 
Consolidaled restricted cash (not included above) 

~ 28 9 194 9 5  
1905  646 I 455 6 - 

1204 7 9  57 4 55 I 
$ 7665 $ 4635 $ 514 $ 2456 
$ 9 6  $ $ 9 6  16 ~ 

~ 

Consolidated other cash and shon-term investments includes $7.8 million of cash a1 the unregulated operating companies for normal operations and $49.6 
million of consolidated cash and shonMen investments at TECO Guatemsla held offshore due 10 the tax deferral ~trategy associated with EEGSA. In addition to 
consolidated cash, as ofMar. 31,2008, unconsolidated afliliates owned by TECO Guatemala, CGESJ (San Jose) and TCAE (Alborada), had unre~tricted cash balances 
of $9.6 million and rcstticted cash of $0.8 million, which are not included in the fable above. The table above also excludes consolidated restricted cash of $7.5 million, 
primarily at TECO Encrgy parent. 

TECO Energy is targeting $1  60 million of additional equity conttibutians to Tampa Electric Company in 2008, above the previously announced plan of $190 
million, as the utility enters a period of increased capital spending. In addition, the company expects that it will retire the $I 00 million offlaating rate notes at ornear 
the 2010 maturity date, in lieu ofearly retirement in 2008. 

Covenants in Financing Agreements 

In order to utilize their respective bank credit facilities, TECO EnergylTECO Finance and Tampa Electric Company must meet certain financial tests as defined 
in the applicable ageemens. In addition, TECO Energy, Tampa Electric Company and other operating companies have certain restrictive  covenant^ in specific 
agreements and debt mstmments. TECO Energy, Tampa Electric Company and the other operating companies are in compliance with all applicable financial  covenant^ 
The table that follows lists the covenants and the performance relative to them at Mar. 31,2008. Reference is made to the specific agreements and instruments for more 
details. 
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Credit facility ' / '  

A C C D U ~ ~ S  receivable credit facility ' "  
6.25% senior notes 

Insurance agreements relating to Certain 
pollution bonds 

TECO EnergymECO Finance 
Credit facility ' ~ '  

TECO Energy 7.5% notes 

TECO Energy floating rate and 6.75% 
notes and TECO Finance 6.75 "01~s 

TECO Diversified 
Coal supply apeement guarantee 

,-;m"cid csvrnan, "' 

EBlTlmterent l i '  

Restricted payments 
Funded debVcapita1 
Sale of assets 
Debtlcapital 
Debticapital 
Debticapital 
Limit on liens 1,' 

Limit on liens I" 

DebVEBlTDA (:' 
EB1TDNinterest ':' 
Limit on additional indebtedness 
Dividend restriclion (I'  

Limit on liens ,'* 

Restrictions on secured debt 

Dividend reshiction 

R~q"?~m.nVR~~l , ic l ion  

Minimum of2.0 times 
Shareholder equity at least $500 
Cannot exceed 65% 
Less than 20% oftotal assets 
cannot exceed 65% 
Cannot exceed 65% 
cannot 60% 
cannot exceed $700 
cannot exceed $374 (7.5% ornet 
.%W?ts) 

Cannot exceed 5.0 limes 
Minimum of 2.6 times 
Cannot exceed $1,041 

Canna  exceed $272 (5% oftangible 
assets 

Cannotexceed $51 perquaner 

Ne1 worth not less than $379 (40% of 
tangible net assets) 

C.lc"llr,;oon a, 
Mar. 31. 2008 

3.0 times 
$1,928 
4X.7% 
0% 
47.9% 
47.9% 
47.9% 
$0 liens outstanding 
$0 liens outstanding 

2.8 times 
4.6 times 
$0 
$42 
$0 liens outscanding 

$731 

( 1 )  
(2) 

(3) 
(4) 

(5) 
(6) 

As defined in each applicable instrument. 
EBlT generally r ep re~en t~  earnings before interest and taxes. EBITDA generally represents EBlT before depreciation and ammimion.  HOWCYCI, in each 
L-irwmstance, the tem IS subject la lhc definition prescribed under the relevant agreements. 
See description ofcredit facilities in Nete 6 to tho 2007 TECO Energy, Inc. Annual Repon on Form IO-K. 
TECO Energy cannot declare quarterly dividends in  excess of the restricted amount ~ l l e ~ ~  liquid~ry pmjections demonstrating suffkient cash or cash equivalents 
10 make each ofthe next three quarterly dividend payments are delivered to the Administrative Agent. 
lf the limitalion on liens is exceeded, the company is required 10 provide ratable security to the holders o f t h a e  notes. 
The indentures for these notes conlain restrictions which limit secured debt of TECO 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 at Mar. 31,2008 

Tampa Electric Company 
TECO EnergylTECO Finance 

S%mdwd& Poor's Mad"', Fach 
BBB- Baa2 EBB+ 
BB+ B a d  BBB- 

In March 2008, Filch upgraded the ratings on TECO Energy and TECO Finance Senior unsecured debt to investment grade 1 BBB-. In addition, Fitch removed 
TECO Energy. T K O  Finance and Tampa Electric Company from ratings watch positive and placed stable outlmks on the ratings. 

Filch's ratings upgrade of TECO Energy and T K O  Finance reflects the leverage reduction resulting from the use ofTECO Transport d e  proceeds to reduce 
debt and from earlier debt reduction efforts. Fitch also cited TECO Energy's reduced business risk resulting from sales ofnon-regulated operations and focus on utility 
operations as factors considered in the upgrade. 

Standard & Poor's, Mmdy's and Filch describe credit ratings in the BBB or Baa category as representing adequate capacity for payment of financial abligatmns. 
The l o w e ~ t  investment grade credit ratings for Standard & Poor's IS BBB-, for Mwdy'a is Baa3 and for Filch is EBB-; thus all three credit rating agencia assign 
Tampa Electric Company's senior unsecured debt investment grade ratings. The Wings assigned to Senior unsecured debt of TECO Energy and TECO Finance by 
Moody's and Fitch are investment pade  and by Standard &Poor's are below investment grade. 

A credit rating agency rating i s  not a recommendation to buy, sell or hold securities and may be subject to revision or withdrawal at any time by the assigning 
rating agency. Any future downgrades in credit ratings > m y  affect our ability to borrow and may increase financing costs, which may decrease earnings. 

Off-Bslsnee Sheet Financing 

Unconsolidated affiliates have project debt halances as follows at Mar. 3 I, 2008. T K O  Energy has no debt payment obligations with respect to these 
financings. Although the company is not directly obligated on the debt, the equity interest in those unconsolidated affiliates and OUT  commitment^ with respect to those 
projects are at risk ifthore projects are not operated successfully. 

,"," L o n p < n  DIbl Ovnrrrhb lnrrrrrr 
Sari Josi Power Statim $ 70.0 100% 
Alborada Power Station 6 8.7 96% 
DECA I1 $ 217.0 30% 

m k  

TECO Energy i s  maintaining its outlook for 2008 earnings per share from continuing operations within a range of $0.95 and $I .IO. and expects its results for fhc 
year to be driven by essentially the same facton as outlined in February 

First quarter customer growth at thc utilities reflects a more significant slowdown in the Tampa area and Florida economieS than previously forecast. Due to the 
high level5 ofbuilder inventory homes and other vacancies, Tampa Electric expects full-year customer p w i h  to be only slightly above the first quarter levels. This is a 
significant reduction from prior Tampa Electric customer gmwh pmjections for 2008, and it reflects the impact ofthe economic and housing market slowdowns in 
Florida. Assuming the housing market strengthens and the housing inventory is absorbed Tampa Electtic expects the rate ofcustomer growth to increase in 2009, and 
for cu~tomer growth to refum to about the 2% level in 2010. The company anticipates that weather-normalized energy sales will grow at levels consistent with customer 
growih. In response to the slower near-term customer growth, Tampa Electric continues to evaluate the build versus buy option and final timing ofgenerating capacity 
additions beyond 2010. PGS expects cu~tomer gmwth at about the same level as Tampa Electric, driven by the weak Florida housing market, which i s  down from 
previous PCS customer growth projections. PGS expects per residential customer usage 10 continue to decline due to increased appliance efficiency, price elasticity and 
more energy efficient housing u on st met ion. 

TECO Coal now expects to increase 2008 sales to 10.5 million tons in response to impmved market conditions. Higher selling prices for the additional sales are 
expected 10 offset the effects ofhigher prices now expected to he paid far diesel fuel and petroleum related products in 2008, resulting in average after-tax margins of 
about $4 per ton for the year. 

Fair Value Mearurementn 

Effective Jan. I, 2008, the company adopted SFAS No. 157, Foir Yolur Mearuremenrs (FAS 157). FAS I57 defines fair value, establishes a framework for 
measuring fair value under generally accepted accounting principles, and expands disclosures about financial assets and liabilities camed at fair value. The mdority of 
the company's financial assets and liabilities are in the form ofnatural gas and interest rate derivatives classified as cash flow hedges. Thc implementation of FAS I57 
did not have amaterial impact on O U ~ T C S U ~ S  ofoperations, liquidityorcapital. 

All natural gas derivatives were entered into by the regulated utilities to manage the impact ofnatural gas prices on 
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Changes in Fair Value of Derivatives (millions) 
Netfairvalueofderivalivesas ofDec. 31,2007 

Additions and net changes in unrcalivd fair value ofderivatives 
Changes in valuation techniques and asmmptions 
Rea1iz.d net settlement of derivatives 

Net fairvalue ofderivativesas ofMar. 31,2008 

Roll-Forward of Derivative Net Assets (Linbilitics) (millions) 
Totaidetivativena IiabilitiesasofDee. 31,2007 
Change in fair value ofnet derivative assets: 

Recorded as regulatory assets and liabilities or other comprehensive income 
Recorded in eamings 
Realized net settlement of derivatives 

Net option premium payments 
Net purchase (sale) of existing EOIIWCU 
Netf~irvalueoCdetivativesasofMar. 31,2008 
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Belaw is a summary table of S O U ~ C ~ S  of fair value, by maturity penod, for derivative contracts at Mar. 3 I .  2008: 

Maturity and Source of Derivative Contracts Net Assets (Liabilities) at Mar. 31,2008 

(bnrrmr ~ a r u r u l ~  i" C"," "on<",", nu, Fahi ,'#,Me 

source of fair value (millions) 
Actively quoted prices 16 72.1 $ 8.4 16 X0.5 
Other exlmal SOU~CCS~' '  (16.3) ~ (16.3) 
Made1 prices'" ~ ~~ ~ 

Total s 55.8 $ 8.4 S M.2 

( 1 )  

( 2 )  

Information from entemal sources includes information obtained from OTC brokers, industry price services or ~urveys and multiple~pvrry on-line platforms 

M&I prices are used for determining the fair value ofenergy derivatives where price quotes arc infrequent or the markel IS illiquid. Significant inputs IO the 
models are derived from market-observable data and actual historical experience. 

For all unrealized derivative cnnfracu, the valuation is an estimate based on thc best available information. Actual cash flows could he materially different from 
the estimated d u e  upon maturity 

Item 4. CONTROLS AND PROCEDURES 

TECO Energy, 1°C. 

(I) Evaluation of Disclosure Controls and Procedures. TECO Energy's management, with the pvnieipati~n of its principal executive officer and principal 
financial officer, has evaluated the effectiveness ofTECO Energy's disclosure controls and procedures (as such tcrm is defined in Rules 13a-I5(e) and 15d-I5(e) 
under the Secuntisr Exchange Act of 1934, as amended (the Exchange Act)) as of lhe end ofthe period covered by this quanerly repon (the Evaluation Date). 
Based on such evaluation, TECO Energy's principal financial officer and principal executive officer have concluded that, as ofthe Evaluation Datc, TECO 
Energy's disclosure controls and procedures are effective. 

Changes In Internal Controls. There was no change in TECO Energy's intemal control over financial reponing (as defined in Rules 13u-lS(f) and 15d- IS(0 
under the Exchange Act) identified in connection with the evaluation ofTECO Energy's inlemal  control^ that occurred dunng TECO Energy's last fiscal quarter 
that has materially affected, or is reasonably likely to materially affect, such controls. 

(b) 

Tampa E l e ~ b i e  Company 

(a) Evaluation of Diselosure Controls and Proeeddures. Tampa Electric Compsny's management, with the panicipation of its principal executive oflicer and 
pnncipal financial officer, has evaluated the effectiveness ofTampa Electric Company's disclosure controls and procedures (as such term is defined in Rules 
13&.15(e) and I5d-l5(e) under the Exchange Act) as of the end ofthe Evaluation Date. Based on such evaluation, Tampa Electric Company's principal financial 
officer and principal executive officer have concluded that, as of the Evaluation Date, Tampa Electric Company's disclosure ~ o n t r ~ l s  and procedures are 
effective. 

Changes in Internal Controls. There was no change in Tampa Electric Company's intemal control over financial rcporting (as defined in Rules 13a- 
I5(0 and I5d-l5(f) under the Exchange Ac1) identified in  conneclion with lhc cvaluafion ofTampa Eleceic Company's intemal contmls that occurred 
during Tampa Electric Company's last fiscal quanei that has materially affected, or is reasonably likely to materially affect, such connols. 

(b) 
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PART 11. OTHER INFORMATION 

UNREGISTERED SALES OF EOUITY SECURITIES AND USE OF PROCEEDS ltem 2. 

The following table shows the number of shares ofTF.CO Energy common %lock deemed to have been repurchased by TECO Energy 

Jan. 1,2008-Jan.31,2008 
Feb. I, 2008 ~ Feb. 29,2008 
Mar. I ,  2008 -Mar 31,2W8 
Total 1st Quaner 2008 

(4 
TM.1 Number of 
Sh.re* (0. U n f s )  

Purrh.aed '1' 

732 

2,850 
16,310 

12,728 

(b) 
Auersee Price ?.id 

16 16.91 
$ 15.44 
5 15.48 
$ 15.51 

per Share (or UnltJ 

( I )  Thcsc shares were not repurchased through a publicly announced plan or program, but rather relate to compensation or retirement plans of the company. 
Specifically, these shares represent shares delivered in satisfaction ofthe exerc~sc pncc andlor tax withholding obligations by holders of stock options who 
exercised options (gninted under E C O  Energy's incentive compensation plans), shares delivered or withheld (under the terms ofpants under TECO Energy's 
incentive compensation plans) to offset tax withholding obligations associated with the vesting ofreshicted shares and shares purchased by the TECO Energy 
Croup Retirement Savings Plan pursuant to directions from plan participants or dividend reinvestment. 

ltem 6. EXHlBlTS 

Exhibits - See indcx on page 4X 
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SIGNATURES 

Pursuant 10 the requirements of the Secuntie~ Exchange Act o f  1934, the Registrsnl ha* duly caused this repon to be signed on its behalf by the undersigned. 
thereunto duly authoired. 

TECO ENERGY, INC. 
(Registrant) 

Date: May 2,2008 

Date: May 2, 2008 
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By: / s i  C. L. CILLETTE 
G. L. GILLETTE 
Executive Vice President and Chief Financial Officer 
(Principal Financial Officer) 

TAMPA ELECTRIC COMPAW 
(Registrant) 

By: / s i  C. L. GILLETTE 
G.  L. CILLETTE 
Senior Vice President - Finance and Chief Financial Officer 
(P~incipal Financial Officer) 
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Exhibit No. - 
3.1 * 

3.2 * 
3.3 * 
3.4 * 

4.1 * 

12.1 

12.2 

31.1 

31.2 

31.3 

31.4 

32.1 

32.2 

INDEX TO EXHIBITS 

Dc,.riip"on 

Anicles of Incorporation ofTECO Energy, hc., as amended on Apr. 20, 1993 (Exhibit 3, Form 10-Q for thc quarter ended Mar. 31, 1993 ofTECO 

Bylaws ofTECO Energy, Inc., as amended effective Jan. 30.2008 (Exhibit 3.1, Form 8-K dated Jan. 30.2008 ofTECO Energy, Inc.). 

Anicles oflncorporation of Tampa Electric Company (Exhiba 3, Registration Statement No. 2.70653 ofTampa Electric Company). 

Bylaws ofTampa Electric Company, as amended effective Jan. 30,2008 (Exhibit 3.4, Form 10-K for 2007 of TECO Energy, Inc. and Tampa Electric 
Company). 

First Supplemental Loan and Trust Agreement dated as of Mar. 26,2008 among Hillsborough County Industrial Development Authority, Tampa 
Electric Company and The Bank ofNew York Trust Company, N.A., as tmslee (Exhibit 4. I ,  Form 8-K dated Mar. 26,2008 ofTampa Electric 
Company). 

Ratio of Eamings to Fixed Charges ~ T E C O  Energy, Inc. 

Ratio o f  Eamings to Fixed Charges o tam pa Electric Company. 

Cenification ofthe Chief Executive Officer ofTECO Energy, Inc. pursuant to Securities Exchange Act Rules 13a-I4(a) and 15d-I4(a) as adopted 
pursuant Io Section 302 of the Sarbanes-Oxley Act of2002. 

Ccrtification ofthe Chief Financial Offlcer of TECO Energy, hc. pursuant to Securities Exchange Act Rules 13a-I4(a) and I Sd-I4(n) as adopted 
pursuant to Section 302 ofthe Sarbancs-Oxley Act of2W2. 

Certification ofthe Chief Executive Officer of Tampa Electric Company pursuant to Securities Exchange Act Rules 13a~14(a) and ISd~I4(a)  as 
adopted pursuant to Section 302 ofthe Sarbanes~Oxley Act of2002. 

Cenification ofthe Chief Financial Officer ofTampa Electric Company pursuanl to Securities Exchange Act Rules I 3a-14(a) and I Sd-I4(a) as adopted 
pursuant to Section 302 ofthe Sarbanen~Oxley Act of2002. 

Certification ofthe Chief Executive Officer and Chief Financial Officer ofTECO Energy, lnc. pursuant to I8 U.S.C. Section I350 as adopted pursuant 
to Section 906 ofthe Sarbanes-Oxley Act of 2002.'1' 

Cenification ofthe Chief Executive Officer and Chief Financial Officer ofTampa Electric Company pursuant to 18 U.S.C. Section 1350 as adopted 
pursuanl to Section 906 ofthe Sarbanes-Oxley Act of 2002."' 

Energy, 1nc.). 

(I) * 
This certification accompanies the Quanerly Repon on Form 10-0 and is no1 filed as pan o f  it. 
Indicates exhibit previously filed with the Securities and Exchange Commission and incarporated herein by reference. Exhibits filed with periodic repons of 
TECO Energy, Inc. and Tampa Electric Company were filed under Commission File Nos. 1-81 X0 and 1~5007, respeclively. 
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Exhibit 12.1 

TECO ENERGY, INC. 
RATIO OF EARNINGS T O  FIXED CHARGES 

The foilowing table sets fonh TECO Energy's ratio ofeamings to fixed charges for the periods indicated 

3-nonlhr 
m e 4  
M...,,, 

 miltl lo",^ 2008 
Income (loss) from continuing operations, before 

Add 
incame taxes s 43.9 

Interest expolse 58.9 
Amonilation of capitalized interest ~ 

Capitalized interest ~ 

Deduct: 

(Lass) income from equity Investments, net 
Eamings before taxes and fixed charges 

Total fixed charges 
Interest expense 

Ratio of eamings to tired charges 

(14 8) 
$ 1176 
s 58 9 
$ 58 9 

2 onx 

11-months 
Ended 

2008 lim 1OM 1OoI 1003 

hl.r.31, Year Ended Dcrmbsr3l .  

1m - 
$ 552.4 $ 613.1 $ 363.1 16 312.9 $ (600.6) $ 32.8 

258.4 270.1 289.1 298.4 333.5 351.0 
-. 0. I 0.3 I .3 

0. I 0.7 17.3 

~ ~ 

$ 802 9 
s 2584 
$ 258 4 

3 I I X  

18.0 
5 865.2 
$ 270.1 
$ 270.1 

3 . 2 0 ~  - 
3.4 

6 648.8 
$ 289.1 
$ 289.1 

224x - 
m.4 

$ 550.9 
$ 298.4 
$ 298.4 

- 
- - 
- 

1.85r 
=E 

36.1 
P I303 6) 
$ 333.5 
$ 333.5 

2 1  
$ 368.2 
$ 351.0 
$ 351.0 

- 
~ 

- 
1.05r - 

For the purposes of calculating these ratios, eamings consist of income hom continuing operations beforr income taxes, income or loss from equity investments 
(net of distributions) and fixed charger, less capitaliled interest. Fixed charges consist of interest expense on indebtedness and interest capitalized, amortization of debt 
premium, and an estimate ofthe interest component ofrentals. TECO Energy, In<. does not have any prefened stock outstanding, and there were no preferred stock 
dividends paid or accrued during the periods presented. Cenain prior year amounts have been adjusted to conform Io lhe current year presentation. Further, the company 
had stpificant charges (most ofwhich were non-cash) and gains in the periods presented. Reference is made to lhe financial statemene and related notes and the 
sections titled *Management's Discussion & Analysis of Financial Conditian &Results of Oprat ions"  herein as well as in TECO Energy, Inc.'s Annual Reports 
on Form IO-K for the years presented (other than 2lM4, for which reference is made to TECO Energy 1nc:s Current Report on Form 8-K dated May 23,2005). 

All prior periods presented reflect the classification ofCommonwealth Chesapeake Company, LLC (CCC), Frontera Generation Limited Pannership (Frontera), 
BCH Mechanical (BCH), TECO Thmnal, T K O  AGC, Ltd., TECO BOA, 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 l a n w  2005, and the transfer of TPGC WBE completed in May 2005. 
The sales of Prior Energy and TECO BGA were completed in February 2004. 

lntere~l expense includes total interest expensed and capitalized excluding AFUDC, and an estimate of the interest component of rentals. 

( I )  Eamings were insufficient to cover fined charges by $637.1 million. The ratio was ~ 0 . 9 1 ~  
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Exhibit 12.2 

TAMPA ELECTRIC COMPANY 
RATIO OF EARNINGS TO FIXED CHARGES 

The following able sets forth Tampa Electric Company's ratio of eamings to fixed charges far the periods indicated 

,mil"ons) 

Income hom continuing operations, before income tax 
l"lereS1 expense 

Interest expense 
Earnings before tares and fired charges 

Tototal fixed charges 
Ratio of earnings to Rxed chargw 

34.1 
6 74.9 
$ 34.1 
S 34.1 

~ 

- 
2 20x 

_= 

~ 

$ 402.4 
$ 133.9 
$ 133.9 

3 OIX - 

2007 - 
$ 278.4 

121 * - 
$ 409.8 
$ 131.4 
$ 131.4 - 

3 12x 
=_ 

Ye.rEndrd Dcc*mb.r,l. 

1W6 2005 2w 

S 264.7 $ 285.7 $ 274.9 
- 124.9 2 112.4 
$ 389.6 $ 400.0 $ 387.3 
$ 124.9 $ 114.3 $ 112.4 
$ 124.9 $ 114.3 $ 112.4 - - 3 . 1 2 ~  3.50~ a 

--- 
--- --- --- 

2003 - 
$ 187.4 

lO9.2 
$ 296.6 
$ 109.2 
$ 109.2 

- 
- - 

271x - 
For the purpares of calculating these iatior, earnings consist Of income from continuing operations bcfore income taxes and fired charges. Fined charges consist 

ofinterest expense mi indebtedness, amonilation ofdeht premium and an estimate of the intemt component of rentals. Tampa Electric Company had a significant "on- 
cash charge in the 2M3 period presented. Reference is made to the financial sfatemenis and related notes and the sections titled "Management's Di~cu$sion & 
Analysis of Finnneid Condition & RIIultP of Operations" herein as well as in Tampa Electric Company's Annual Report on Form IO-K for the years prescnted and 
any amendments filed thereto. 

Interest expense includes loa1 interest expense, excluding AFUDC, and an estimate of the interest component of rentals. 
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Exhihit31.1 

CERTIFICATIONS 

I, Sheirill W. Hudson, certify that: 

I have reviewed this quanerly mpon on Form 10-0 of TECO Energy. Inc.; 

Based on my knowledge, this report does not contain any untrue Statement of a material fact or omit lo rtafe a material fact necessary 10 make the statements 
made, in light oflhe circumsfances under which such statements were made, not misleading with rospect lo the period covered by this report; 

Based on my knowledge. the financial statements, and other financial information included in this repon, fairly present in all material respects the financial 
condition, results ofoperations and cash flows ofthe registrant m of, and for, the periods presented in this repon; 

The registrant's other cenifying officer and I are responsible for establishing and maintaining disclosure contml~ and procedures (8% defined in Exchange Act 
Rules 13a~lS(e) and 15d-I 5(e)) and intemal ~ o n t m l  o v a  financial reporting (as defined in Exchange AEI Rules I3a-I5(D and 15d-l5(0) for the registrant and 
have: 

Designed such disclosure ~ o n f m l ~  and procedures. or caused such disclosure c~ntrols and procedures to be designed under om supervision, to ensure that 
material information relating to the registrant, including its consolidated subsidiaries, is inade known to us by othen within those entities, particularly 
dunng the period in which this repon is being prepared; 

Designed such intemal control over financial reporting, or caused such iaemal control over financial reponing to be designed under our supervision. to 
provide reasonable assurance regarding the reliability of financial reponing and the preparation of financial statemcntr for external purposes in accordance 
with generally accepted accounting principles; 

Evaluated the effectiveness ofthe registrant's disclosure ~ m t m l ~  and procedures and presented in this repon OUT concIuiions about the effectiveness of the 
disclos~cc controls and procedures, as of the cnd aflhe period covered by this repon based on such evaluation; and 

Disclosed in this repon any change in the registrant's inlemal control over iinancial reporting that occurred during the registrant's most recent fiscal quarter 
that has materially affected, or is reasonably likely 10 materially affecl, the registrant's intemal contml over financial reponing; and 

The r eg i~ t imt '~  other certifying offcer and I have disclosed, based on our most recent evalualion Ofintemal control over financial reporting, to the registrant's 
auditors and the audit Committee of the registrant's board of directors (or penons performing the equivalent functions): 

a) All significant deficiencies and material weaknesses in the design or operation of intsmal ~ontrol over financial reponing which are reasonably likely 10 
adversely affect the registrant's ability to record, process, summarize and repon financial information; and 

Any fraud, whether or not maferial, that i~~voI \cs  management or other employees who have a Significant role in the registrant's intemal control over b) 
financial reponing. 

i r i  S W HUDSON 
S W HllDXlN 

Date May 2,2008 
~ ~~~~~~ 

Chairman of the Board, Director and Chief Executive Ofticer (Principal 
Executive Officer) 
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Exhibit 31.2 

CERTIFICATIONS 

I, Gordon L. (jillctte, certify that: 

I, 

2. 

I have reviewed this quarterly report on Form 10-0 of TECO Energy, Inc.: 

Based on my knowledge, this repon does not contain any untrue stalemen1 of a material fact or omit to state a material fact necessary to make the Statements 
made, in light of the Circumstances under which such Statements were made, not inisleading with respect to the period covered by this repon; 

3. Based on my knowledge, the financial statements, and other financial infomation included in this repon, fairly present in all material respects the financial 
condition, results ofoperations and cash flows ofthc registrant as of, and for, the periods presented in this repon; 

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure control~ and procedures (8s dcfined in  Exchange Act 
Rules 13a-IS(e) and tSd-lS(e)) and intrmal control over financial reponing (as defined in Exchange Act Rules 13&lS(D and lSd~lS(DJ for the registrant and 
have: 

a) Designed such disclosure CO~~TUIS and pracedures, or caused such disclosure  control^ and procedures to be designed under our supervision, to ensure that 
material infomation relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, panicularly 
during the period m which this repon is being prepared; 

Iksigned such intemal control over financial reponmg, or caused such infemal cmlrol over financial reponing to be designed under OUT supervision, to 
provide reasonable a ~ ~ u r a n c e  rcgarding the reliability of financial reponing and the preparation of financial statements for ehtemal purposes in accordance 
with generally accepted accounting principles; 

Evaluated the effectiveness of the regis1ranl's disclosure contmls and procedures and presented in this riport our ~ o n ~ l ~ ~ i o n s  about the effectiveness of the 
disclosure controls and procedures, as ofthe end ofthe period covered by this repon based on such evaluation; and 

Disclosed in this report my change in the registrant's intemal c."l over financial reponing that occurred during the registrant's most recent fiscal quaner 
that has materially affected. or is reasonably likely to materially affect, the registrant's intemal control over financial reponing: and 

b) 

c) 

d) 

5 .  The registrant's other cenifying officer and I have disclosed, based on our moa recent evaluation ofintemal canmi  over financial reponing, to thc regislrant'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 the design or operation ofintemal control over financial reponing which are reasonably likely to 
advenely affect the registrant's ability to record, process, summarize and repon financial infomation; and 

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's intemal ~ontrol over b) 
financial reponing. 

Date: M~~ z, zoos Is1 G L GILLETTE 
G L GILLETTF 
Executive Vice President and Chief Financial Officer 
(Principal Financial OfficerJ 
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Exhibit 31.3 

CERTIFICATIONS 

I ,  Sherrill W. Hudson, cenify that: 

I, I have reviewed thin quarterly repon on Form lGQ of Tampa EkC1"C Campany; 

2. Bared on my knowledge, this repon does not contain any Untme Statement of a material fact or omit to sute a material fact necemary to make the StatementS 
made, in light of the circumstances under which such SutementS were made, not misleading with respect to the period 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, results of operations and cash flows of the  registrant as of, and for, the periods presented in this report; 

The registrant's other cenifying officer and I are responsible for establishing and maintaining disclosure contml~ and procedures (as defined in Exchange Act 
Rules 13a-I5(e) and 15d-l5(e)) far the regisban1 and have: 

a) 

4. 

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed 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 others within those entities, pani~ularly 
during the period in which this report is heinr prepared, 

Evaluated the effectiveness of the registrant's disclosure ~ o n t r o l ~  and procedures and presented in this report o w  C O ~ C ~ U S ~ O ~ S  ahaut the effectivenas of the 
disEIDSUrC c o o ~ o l s  and procedures, as of the end of the period covered by this iepon based on such evaluation; and 

Disclosed in this repon any change in the registrant's intemal Control over financial reponing that occurred during the registrant's most recent fiscal quarter 
that has materially affected, or is reasonably likely to materially affect, the registrant's intemal Control over financial reponing; and 

b) 

c) 

5 .  The registrant's other cenifying officer and I have disclosed, based on our most rcccnt evaluation ofintemal contml over financial reponing, to the registrant's 
auditors and the audit committee of the registrant's hoard of direztors (or pasons performing the equivalent functions): 

a) All significant deficiencies and material weaknesses in the design or Operation of intemal contml over financial reponing which are reasonably likely to 

Any fraud, whether or no1 material, that involves management or other employees who hare a sisificant role in the registrant's intemal control over 
financial reporting. 

affect the registrant's ability to record, process, summarize and repon financial information: and 

b) 

Date: May 2, 2008 hi S. W. HUDSON 
S. W. HUDSON 
Cha i r "  ofthe Board, Director and Chief Executive Ofticel 
(Principal Executive Officer) 
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Exhibit 31.4 

CERTIFICATIONS 

I, Gordon L. Gillene, cenify that: 

I .  

2. 

1 have reviewed this quanerly repon on Form IO-Q ofTampa Electric Company; 

Based on my knowledge, this repon does not conlain any untrue statement of a material fact or omit to stale a material fact necessary to make the statements 
made, in light ofthe Circumstances under which such statements were made, not misleading with respect to the period covered by this report; 

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, resuIts of operations and cash flows ofthe registrani as of, and for, the periods presented in this report: 

4. The registrant's other ccrtifying affker and I are responsible for establishing and maintaining disclosure c ~ n t m l ~  and procedures (as defined in Exchange Act 
Ruler 13a-l5(e)and ISd-lS(e)) fortheregistrant and have: 

Dale May 2,2008 Is/  G L GILLETTE 
G L GILLETTE 

Senior Vice President ~ Finance and Chief Financial Oficer 
(Principal Financial Oftica) 
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Erhibit32.1 

TCCO ENERGY, INC 

Cartifrrntian of Periodic Financial Repon 
Pursuant to 18 U.S.C. Section 1350 

Each of the undersigned oflicem ofTECO Energy, h c .  (the "Company") certifies, under the standards set fonh in and solely for the purposes of 18 U.S.C. 
Section 1350, as adopted pursuant10 Section 906 ofthe Sarbanes-Oxiey Act of 2002, that, to his knowledge, the Quanerly Repon on Form 10-0 ofthe Company for 
the quaner ended March 3 I ,  2008 fully complies with the requirements of Section 13k)  or I S(d) of the Securities Exchange Act of 1934 and information contained in 
that Form 10-0 fairly presents, in ail material respects, the financial condition and results ofopemiions ofthe Company. 

Dated May 2,2008 /E/ S. W. HUDSON 
S. W. HUDSON 
Chief Executive Oficei 

Dated May 2, 200R Id G. L. GILLETTE 
G. L. GlLLETTE 
Chief Financial Offlcer 

A signed original of this witten statement required by Section 906, OT other document authenticating. acknowledging, or othmvise adopting the signature that appears 
in typed form within the eiectronic version o f  this witten Statement required by Section 906, has bern provided to the Company and will be retained by the Company 
and furnished to the Securities and Exchange Commission or its staff upon request. 

The foregoing cenification is being furnished to the Securities and Exchange Commission as an exhibit to the Form 10-0 and shall not he considered filed as pan of the 
Form 10-0. 
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Exhibit 32.2 

TAMPA ELECTRIC COMPANY 

Certification of Periodic Flnineinl Repan 
r u r s m t t o  18 U.S.C. seetion 1350 

Each of the undersigned officers ofTampa Electric Company (the "Company") certifies. under the standards set fonh in and solely for the purposes of 18 U.S.C. 
Section 1350, as adopted pursuant to Section 906 ofthe Sarbanes-Oxley Act af2002, that, to his knowledge, the Quanerly Report on Farm 10-0 ofthe Company for 
the quaner ended March 3 I .  2008 fully complies with the requirements of Section 13(a) or I5(d) ofthe Securities Exchange Act of 1934 and information contained in 
that Form l 0 ~ Q  fairly presents, in ail material respects the financial condition and re~ults ofoperalions ofthe Company. 

Dated May 2,2008 Id S. W. HUDSON 
S. W. HUDSON 
Chief Executive Officer 

~ ~ t e d  ~ a y  z, zoon / s i  C L GlLLETTE 
G L CILLFTTE 
Chief Financial Oficer 

A signed onginal of this millen statement requird by Section 906, or other document authenticating, acknowledging, 07 otherwise adspting the signature that appears 
in typed form within the electronic version oflhis written statement required by Section 906, has been provided to the Company and will be reviined by the Company 
and fumished to lhe Securities and Exchange Commission or its staff upon request. 

The foregoing cenification is being fumished to the Securities and Exchange Commission as an exhibit to lhe Fom 10-0 and shall not be considered tiled as pan ofthe 
Form 10-0. 

Created by IOKWizard www.lOKWizard.comSource: TAMPA ELECTRIC CO. 10-0, May 02,2008 
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UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON, D.C. 20549 

FORM 10-Q 

W QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 

For the quarterly period ended June 30,2008 

O R  

TRANSlTlON REPORT PURSUANT TO SECTlON 13 OR 15(d) OF L'HE SECURITIES EXCHANGE ACT OF 1934 

For the transition period from to 

1.8180 

1.5007 

TECO ENERGY, INC. 
I.R.S. Emplo,rr 

Idmnfinnon Number 
59-2052286 

(a Florida corporation) 
TECO Plaza 

702 N. Franklin Street 
Tampa, Florida 33602 

(813) 228-1 I1 1 

594475140 TAMPA ELECTRIC COMPANY 
(a Florida corporation) 

TECO Plaza 
702 N. Franklin Street 
Tamps, Florida 33602 

(813)228-1111 

Securities registered pursuant to Section 12@) of the  Act: 

Tnl.or..chcl.aa 
T E C O  Enerw.  lnc. 

Name of Each exch.ngr on which rwistered 

I. 
Common Stork, $1.00 par  value 
Common S t o r k P u r c h s e  Rights 

New York StoekExehsnge 
New' Vark Stork Exchange 

Securities rPgistered pursuant to Section I2(g) of the Ace NONE 

Indicate by check mark whether the registrants (I) have filed all repons required fa be filed by Section I 3  or I5(d) of the Securities Exchange Act of 1934 dunng lhe 
preceding 12 months (or for such shoner period that the regimant was required to file such reports), and (2) have been subject Io such filing requirements for the past 
90days. 

YES IX NO 0 

Indicate by check mark whether TECO Energy, Inc. is a large accelerated filer, an accelerated filer, a nom-accelerated filer, or a smaller reponing company. See the 
definitions of"large accelerated fiier: "accelerated filer" and "smaller reponing coin any'' in Rule IZb-2 of the Exchange Act. 
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Large accelerated filer IX Accelerated filer 0 Non-accelerated filer 0 Smallerrcporting company 0 

Indicate by check mark whether Tampa Electric Campany is a large accelerated filer, an accelerated filer, a non-acceleraled filer, or a Smaller reponing company. Sec 
the definitions of"large accelerated filer." "accelerated filer" and "smaller reponing company" in Rule I Zb-2 Ofthe Exchange Act. 

Large acceleraled filer 0 Accelerated filer 0 Non-accelerated filer IX Smaller reporting company 0 

Indicate by check mark whether TECO Energy, Inc. is a ahell company (as defined in Rule 12b-2 ofthe Exchange Act). 

YES 0 NO IX 

Indicate by check mark whether Tampa Electric Company is a shell company (as defined in Rule 12b-2 ofthe Exchange Act) 

YES 0 NO IX 

The number of sharer o fTEC0 Energy, Im's common stock OulStanding as oflul. 28,2008 was 212,737,991. As oflul. 28,2M8, there were I O  shares ofTampa 
Electric Company's common stock issued and outstanding, 811 ofwhich were held, beneficially and ofrecord, by TECO Energy, hc. 

Tampa Electric Company meets the conditions set fonh in General lnstmclion (H) (I) (a) and (b) of Form 10-0 and is therefore filing this form with the reduced 
disclosure format. 

This combined Farm IO-Q represents separate filings by TECO Energy, hc. and Tampa Electnc Company. Infomation contained herein relating to an individual 
registrant is filed by that registrant on its o w  behalf. Each registrant makes representations only as 10 information relating Io itselfand its subsidiaries. 

Page I or 5 s  
Index IO Exhibits appears on page 55 .  
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Table of Contents 

PART 1. FINANCIAL INFORMATION 

Item 1. CONSOLIDATED CONDENSED FINANCIAL STATEMENTS 

TECO ENERGY, INC 

In the opinion of management, the unaudited consolidated condensed financial statements include all adjustments that are ofa recuning nature and necessary to 
state fairly the financial pwifion afTECO Energy, Inc. and subsidiaries as of Jun. 30, 2008 and Dec. 3 I .  2007, and the i e ~ u l t ~  of their operations and cash flows for the 
periods ended Jun. 30.2008 and 2007. The results of operations for Ihe three month and six month periods ended lun. 30,2008 are no1 necessady indicative of the 
~ e s d t s  that can be expected for the entire fiscal year ending Dec. 3 I ,  2008. References should be made IO the explanatory notes affecting the consolidated financial 
statements contained in Amendment No. I to TECO Enersy, l n c . ' ~  Annual Repon on Form 10-K for the year ended Dec. 31,2007 and IO the notes on pages 9 through 
24 of this report. 

INDEX TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS 

Ccmsol~dated Condensed Balance Sheets. Jun. 30.2008 and Dei.. 31,2007 
Consohdaled Cundcnsed Slutemena of Income for the threc manth and SIX inonlh ncnodr endzd l ~ n .  30.2008 and 2007 

Consolidated Cundcnrcd Stntemcnls oi'Comorehmsive hcome for the threc month and six month nermds ended Jun. 30,2008 and 2007 

Consolidated Condensed Stalemnts orcash  Flows for the six month mriods end4  Jun. 30,2008 and 2007 

Notes to Conwlidstcd Condensed Financial Stateinem 

2 

PsLpNo. 
3 ~ 4  

5-6 

7 

8 
9-24 
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TECO ENERGY, INC. 
Consolidated Condensed Balance Sheets 

Unaudited 

R l r m  

(millims, ucrnfor share ~mounn) 

current .IlOtS 
Cash and cash equivalents 
Restricted cash 
Shon-term invssfmmts 

Receivables, 1 6 s  allowance for uncollectibles of $3.9 and $3.3 at Jun. 30,2008 and Dec. 31,2007, rspecti~ely 
Crude oil options receivable, net 
Inventories, at average M S t  

Fuel 
Materials and supplies 

current TegUlatOry a3sets 
Current derivative assets 
Prepayments and other current assets 
Income tax receivables 

Toal current assets 

Pmporty, plant and equipment 

Electric 
Gas 

Consvuction work in progress 
Other property 
Property, plant and equipment 
Accumulated depreciation 

Utility plant in sewice 

Total property, plant and equipment, net 
Other assets 

Defmed income IUS 

0th- investments 
Long-term regulatory assets 
Long-term derivative a ~ s e f ~  
lnvatment in unconsolidated affiliates 
Goodwill 
Deferred charges and other assets 

Total other assets 
Tohl iiichj 

The accompanying notes are an integml pan ofthe consolidated condensed financial statements. 

3 

Jun. IO, 
2008 

5 171.8 
7.5 
2.4 

330.8 
.- 

92.6 
69.3 

138.5 
142.8 
25.1 
0.2 

981.0 

5.388.4 

Ikc. 3,. 
loa, 

$ 162.6 
7.4 

295.9 
78.5 

85.8 
68.2 
67.4 
0.3 

~ 

23.0 
0.7 

789.8 

5.275.2 
935 0 9174 
365 9 364 8 

3~4.8 424 9 
22 0 22 9 

184 5 186X 
24 8 1 9  

269 2 275 5 
59.4 59.4 

1186 11S8  
I ,063 3 1,087 2 

IE 7,053 6 $ 6,7652 
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TECO ENERGY, INC. 
Consolidated Condensed Balance Sheets - continued 

Unaudited 

Lhbilitk and Cnpird 
Imiliionr, uceN lorrhan nmounrs) 

Current  liabilities 
Long-tmn debt due within one year 

Ref0"rSe 
NOn-ieCOUse 

Notes payable 
Accounts payable 
Customer depmits 
Current regulatory liabilities 
C u m 1  derivative liabilities 
Interat accrued 
Taxes accrued 
Other current liabilities 

Total cument liabilities 
Other liabilities 

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

ReC0"ISe 
NOn-TecOUP3e 
Total other iiabilitis 

Commitments and rontingcndos (see Note 10) 

s 5.7 
I .4 

356.6 
142.9 
174.8 

47.7 

- 

- 

48.4 
15.3 

792.8 

11.2 
611.1 

0.4 
398.3 

3.204.4 
7 7  

4,233.1 

capits1 
Common equity (400.0 million shares authorid; par value SI; 212.7 million shares and 210.9 million shares outstanding at lun. 

30,2008 and Def. 31,2007, respectively) 212.7 
Additional paid in capital 1 ,5 12.9 
Retained earnings 332.9 
Accumulated other comorehenslve loss 11" 2,  

Total capital 
Total liabilities and capital 

l_" ", 
2,027.7 

$ 7,053 6 

6 5 7  
I .4 

25.0 
302.1 
138.1 
35 4 
26.0 
32.7 
33.2 
18.0 

617.6 
~ 

12.2 
582.7 

0. I 
377.2 

3,149.4 
9.0 

4,130.6 - 

210.9 
1.489.2 

334.1 
( 1 7 2 )  

2,OL7.0 
$ 6,765 2 - 

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

4 
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TECO ENERGY, INC. 
Consolidated Condensed Statements of Income 

Unaudited 

Th-r  mmlbs ended Jun 30, 

,""e"., U"W, ,I,.,,< ameunrr, ZOO8 200, 

RI"e""eS 
- 

Regulated electnc and gas (mcludes franchise fees and grass receipts taxes of$27 6 m 2008 and $27 0 m 2007) 
Unregulated 

Total revenues 

Regulated operations 
Expenses 

Fuel 
Purcharcd power 
cost of mural gas sold 
Other 

Mining related costs 
Waterbame hamportation costs 
Other 

Operation other expense 

Maintenance 
Depreciation and amortization 
Taxes, other than income 
Transaction related costs 

Total expenses 
Income from operations 
otber income 

Allowance for other funds used during constmction 
Other income 
Income from equity investments 

Total other income 
Interest charger 

Interest expense 
Aliowance for borrowed funds used during construction 

Total interest charges 
Income before provision for income taxes 
Provision for income t a x a  
Income before minority interest 
Minority interest 
Income from continuing aprrntions 
Dirontinued openiians 

Income tax benefit 
Total discontinued operations 

Net income 
Average tommen shares outstanding - Basic 

Earnings per aham from eontinvlng operations ~ Basic 
~ Diluted 

Earnings per share from dimcontinued oprntions - Basic 

Earnings per dmre - Basic 

Dividend? paid per common share outstanding 

~ Diluted 

~ Diluted 

-Diluted 

$ 730.0 
157.2 
887.2 

176.2 
115.9 
133.8 
71.9 

116.8 

5.6 
45.6 
64.9 
54.1 

784.8 
102.4 

1.7 
4.0 

21.6 
27.3 

- 

~ 

56 6 

55 9 
73 8 
22 4 
51 4 

(0 7) 

- 
51.4 

__ 
9 51.4 

210.4 
212.1 

s 0.24 
6 0.24 
$ 
16 
5 0.24 
$ 0.24 

- 
~ 

$ 0.20 

$ 687.5 
179.0 
866.5 - 
207.3 

69.5 
92.5 
68.4 

100.0 
54.3 

4.1 
47.4 
66.8 
55.0 
13.5 

778.8 
87.7 

1 . 1  
22.6 
18.7 
42.4 

66.1 

65.7 
64.4 
25.3 
39.1 
20.3 
59.4 

- 
__ 

- 
- 

(04) 

- 
- 
(14.3) 

14.3 
$ 73.7 

208.9 
210.0 

$ 0.28 
$ 0.?8 
$ 0.07 
$ 0.07 
S 0.35 
$ 0.35 
16 0.195 

- 
- 
- 
- 

- 

The accompanying notes are an integral pa* of the a"1idated condensed financial statements 
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TECO ENERGY, INC. 
Consolidated Condensed Statements of Income 

Unaudited 

(ndlraru, u r r p l ~ r  rhar. omnunnl 1W8 2007 

Revenues 
Regulated e l e ~ l n c  and gas (mcludes franchise fees and gross recelpts taxes ofS54 0 ~n 2008 and $54 0 I" 2007) 
Unregulated 

Total revenues 

Regulated operations 
Expenses 

Fuel 
purchased power 
cost of natural gas sold 
Other 

Mining related costs 
W'aterbome transportation costs 
Other 

operation other expense 

Mai"teMll.$e 
Depreciation 
Taxes, other than income 
Transaction related e o s f ~  

Total expenses 
Income from operations 
Other income 

Allowance for other funds used during u"wCtion 
Other income 
Income from equity investments 

Total other income 
Interest charges 

interest expense 
Allowance for bomwed funds used during conrtr~~tion 

Total inlerest charges 
Income before provision for income -xes 
Provision for income taxes 
Income before minority interest 
Minonry interest 
Income from continuing operations 
Discontinued operations 

Income tar benefit 
Total discontinued operations 

Net income 
Avenge mmmon aharea oubhndiog - Basic 

Earnings per ahwe from continuing opcrmtians - Basic 
~ Diluted 

Earnings per share from discontinued oprntions - Basic 

Euninga per share - Baric 

Dividends paid per common share outstanding 

~ Diluted 

~ Diluted 

~ Diluted 

e 1,370.2 
308.7 

1.678.9 

339.8 
197.8 
252.8 
143.2 

224.0 
- 
9.9 

91.6 
129.9 
109.0 

0.9 
1,498.9 

18n.n 

3.0 
9.3 

39.0 
51.3 

114.8 

113.6 
117.7 

(1.2) 

35.5 
82.2 

82 2 
__ 

- 
$ 82.2 

210.1 
211.6 

$ 0.39 
e 0.39 

- s 
$ 
$ 0.39 
16 0.39 
$ 0.395 

~ 

$ 1,328.1 
359.7 

1,687.8 

396.4 
123.1 

126.0 

194.5 

7.6 
96.4 

113.8 
16.3 

1,521.7 
166.1 

2.8 
74.5 
34.9 

112.2 

133.9 
( 1 . 1 )  

132.8 
145.5 
57.1 
88.4 
43.8 

132.2 

200.2 

109.0 

138.4 

(14.3) 
14.3 

16 146.5 - 
znn.8 
209.7 - 

$ 0.63 
16 0.63 
$ 0.07 
_______ 
$ 4.07 
s 0.70 
16 0.70 
s 0.385 

The accompanying notes are an integral pan of the consolidated condensed financial mtements 
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TECO ENERGY, INC. 
Consolidated Condensed Statements of Comprehensive Income 

Unnudited 

,.,,,!,,on$ loo8 2007 2008 2007 
Nit  income $ 51.4 s 73 I $ 81.2 S 1465 
Other comprehensive income (loss), net of tax 

Net unmlized gains (losses) on cash flow hedges 
Amommion of unrecognized benefit costs 
Recognized benefit  COS^ due to curtailment 
Change in benefit obligations due to remea~urement 
Unrealized loss on available-for-sale secunties 

O t h a  comprehensive (loss) income, net oftax 
Compmheosive income 

3.9 
10.1) 

0.6 (2.1) 
0.7 0.3 

2.5 
1 . i  

The accompanying notes are an integral pan of the consoiidated condensed financial statements. 

666 



TAMPA ELECTRIC COMPANY 
DOCKET NO. 080317-El 
SCHEDULE NO. F-2 
PAGE 438 OF 506 

Table of Contents 

TECO ENERGY, INC. 
Consolidated Condensed Statements of Cash Flows 

Unaudited 

(ml,ia,U, 

Cash flows fmrn operating activities 
Net income 
Adjwtments 10 reconcile net inwme to net cash From operating activities: 

Depreciation and amonilation 
Defmed income taxes 
Investment tax credits, net 
Allowance for funds used duing conslmction 
Non~canh stock compensation 
Gain on sale o f  businesdmsets, pretax 
Equity in eamings ofunconsolidated afftliates, net of cash distributions mi eamings 
Minority interest 
Derivatives markdto-market 
Defmed recovery clauses 
Receivables, less allowance for u n ~ o l l e ~ t i b l e ~  
Invent o ri e s 
Prepayments and other current assets 

Taxes accrued 
lntere~t accrued 
Accounts payable 
Other 

Cash flows from opnating activities 
Cash nows from investing activities 

Capital expendihlres 
Allowance for funds used during consmction 
Ne (settlement) pmeeeds f" sale of blrslnesslmnsts 
Distributions from unconsolidated affiliates 
Olhn invesunents 

Cash flows used in investing activities 
cash news fmm finmehg activities 

Dividends 
h e e d s  from the sale of common stock 
Proeecds from lang~term debt 
Repayment of long- tm debtmurchase in lieu of redemption 
Minoity interest 
Net decrease in shon-term debt 

Cash flows used in financing activities 
Ne1 Io rmse  (decrease) in cash and cash equivalenh 
Cash and cash equivdonts a t  beginning of period 
Cssh and caah equivalents at end of period 

The accompanying notes are an integral pan of lhe consolidated condensed financial statements. 

R 

16 82.2 

(92.4) 
(34.0) 

(7.9) 
(2.1) 
15.7 
15.0 
76.9 
21.3 

238.5 

(265.7) 
3.0 

(7.3) 
13 2 
76 2 

(1806) 

(83.5) 
20.0 

327.9 
(288.1) 

(25.0) 
(48.7) 

9.2 
162.6 

S 171.8 

LE 146.5 

138.4 
37.6 
(1.3) 
(2 .8)  
7.4 

(44.5) 
(13.9) 
(43.8) 
(12.3) 
26.7 

7.1 
(66.7) 

45.7 
0.8 

(21.4) 
32.6 

233.7 

(272.1) 
2.8 

45.5 
14.0 

(256.0) 

(80.8) 
8.4 

321.0 
(441.8) 

47.8 

(2.41 

- 

(46.2) 

(4R.o) 
(199.4) 

(221.7) 
441.6 

$ 219.9 
~ - 
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TECO ENERGY, INC. 
NOTESTO CONSOLIDATED CONDENSED FlNANClAL STATEMENTS 

UNAUDITED 

1. Summary of Signifiemt Accounting Policies 

The significant accounting policies for both utility and diversified operations include: 

Principles of Conralidntion and  Basin of Presentation 

The consolidated condensed financial statements include the accounts of TECO Energy, Inc., its majority-owned and controlled subsidiaries, and the ~ C E O U ~ ~ '  of 
vanable interest entities for which it is the primary beneficiary (TECO Energy or the company). All significant intercompany balances and intercompany maansaclions 
have been eliminated in consolidation. Generally, the equity mLhod of accounting is used 10 account for investments in parmerships or other arrangements in which 
TECO Energy is not the primary beneficiary but we are able to exen significant influence In the opinion of management, the unaudited consolidated condensed 
financial statements include all adjurtments that are of a recurring nature and necessary to state fairly the financial position af TECO Energy, lnc. and subsidiaries as of 
Jun. 3 0 , 2 w 8  and Dec. 31,2007, and the results of operations smd cash flows for the periods ended Jun. 30,2008 and 2007. The results ofoperations for the three 
month and six month penodr ended Jun. 30,2008 are not necessarily indicative of the results that can be expected for the entire fiscal year ending Dec. 3 I ,  2008. 

The use of estimates is inherent in the preparation af financial statements in accordance with generally accepted accounting principles (GAAP). Actual results 
could differ liom there estimates. The year-end condensed balance sheet data was denved from audited financial statements, however this quanerly repon on F m  10 
Q d w s  not include all year~end disclosures required for an annual repon on Form I O ~ K  by GAAP in the United States ofAmerica. 

ReW"WS 

As of Juri. 30, 2008 and Dec. 3 I ,  2007, unbilled revrnue~ of1652.3 million and $46.6 million, respectively, are included in the "Receivables" line item on the 
Consolidated Condemed Balance Sheets. 

Cnah Flows Related to Derivatives and Hedging Activities 

The company classificr cash inflows and outflows related to derivative and hedging instmments in the appropriate cash flow sections associated with the item 
being hedged. In the case ofheahng oil swaps that are used to mitigate the flu~tuations in the price of diesel fuel, the cash inflow8 and outflows arc included in the 
operations section. For natural gas and ongoing interest rate swaps, the cash inflows and  outflow^ are also typically included in the operating section. For interest rate 
swaps that sntle coincident with the debt issuance, the cash inflows and outflows are treated as premiums or discounts and included in the financing secfion ofthe 
Consolidated Condensed Statements ofcash  Flows. For the year ended Dec. 31,2007, crude oil options that protected the cash flows related to the sales of investor 
interests tn the synthetic fuel production facilities were included in the invating section. 

Other lneamr and  Minority Interest 

In 2007, TECO Energy eamed a ponion of its income indirectly through the synthetic fuel operations a1 TECO Coal. At Jun. 30, 2W7, TECO Coal had sold 
ownership interests in the Synthetic fuel facilities to wrelated third-pany investors equal to 98% These investors paid for the purchase ofthe ownership interests as 
synthetic fuel was pmduced. The payments were based on the amount ofproduction and d e s  ofsynthetic fuel and the related underlying value ofthe tar credit, which 
was subject to potential limitation based on the price ofdomestic crude oil. These payments were recorded in "Other income" in the Consolidated Condensed 
Statements of Income. Additionally, the outside investors made payments towards the cost ofproducing synthetic fuel. These payments were reflected as a benefit 
under "Minority interest" in the Consolidated Condensed Statements o f  Income and comprised the majority of that line item. The synthetic fuel opera lion^ were 
terminated on Dec. 31,2007 con~urrent withthetermination ofthetax credit prog". 

For the six month period ended Jun. 30,2008, "Other infome" included the final adjustment of$0.9 million to the 2007 inflation hactor applied 10 the tax credit 
available on the production of synthetic fuel in 2007. For the three month and six month periods ended Jun. 30,2007, "Other income" reflectcd an estimated phaseout 
ofapproximately 19%. or LEI2.I million and $18.7 million, respectively, reducing the benefit of the underlying value ofthe tax credit based on an intemal cstimate of 
the average annual price of domestic crude oil during 2007. 

To protect the cash proceeds derived from the sale of ownership interests, E C O  Energy had in place crude oil options to hedge against the risk ofhigh oil prices 
reducing the value of lhe tax credits related lo the production ofsynthetic fuel. These instruments were marked-to-market with fair value gains and losses recognized in 
"Other income" on the Consolidated Statements of Income. For the year ended Dee. 31,2007, the company recognized gains of1682.7 million on these instruments, 
which were cash settled in January 2008. 
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Purchased Power 

Tampa Electric purchases power on a regular basis to meet the needs of its customers. Tampa Electric purchased power from entities not affiliated with TECO 
Energy at a cost of $I 15.9 million and $197.8 million for the three months and six months ended Jun. 30,2008, respectively, compared to $69.5 million and $123. I 
million for the three months and six months ended lun. 30,2007, respectively. Prudently incurred purchased power costs at Tampa Electric have historically been 
recoverable through Florida Public Service Commission (FPSC)-approved cost recovery clauses 

Accounting for Franchise Foes and Gross Receipts 

The regulated utilities (Tampa Electric and Peoples Gas System (PGS)) are allawed to recover from customers certain costs incurred through rates appmved by 
the FPSC. The m"n1s included in customers' bills for franchise fees and gross receipt taxes are included as revenues on the Consolidated Condensed Statements of 
Income. These amounts totaled $27.6 million and $54.0 million. respectively, for the three months and six months ended lun. 30,2008, compared to $27.0 million and 
$54.0 million, respectively, for the three months and six months ended Jun. 30,2007. Franchise fees and gross receipt taxes payable by the regulated utilities are 
included as an expense on the Consolidated Condensed Statements of Income in "Tares, other than inmmc". These totaled $27.6 million and $53.8 million, 
rffpectively, for the three months and six monlhs ended lun. 30,2008, compared to 527.0 million and $53.9 million. respectively, for the three months and six months 
ended lun. 30,2007. 

2. New Accounting Pronouncements 

Determining m e t h e r  Instruments Granted in Share-Bared Payment Transactions are Pnrlieipnting Securities 

In June 2008, the Financial Accounting Standards Board (FASB) issued FASB SUR Position (FSPJ No. EITF 03-6-1, Determining Whether Instruments Granted 
in Share~Based Payment Transactions Are Participating SeCuriticS (FSP ElTF 0 3 ~ 6 ~ 1 ) .  FSP Ell? 03-6-1 requires that the two-class method eamings per share 
calculation include unvested share-based payment awards that contain non-forfeitable nghts to dividends or dividend equivalents, whether the dividend OT dividend 
equivalents are paid or not paid. The guidance in FSP EITF 03~6-I is effective for fiscal years beginning after December 15,2008. The company does not believe FSP 
ElTF 03-6-1 will be material to its m u l t s  ofoperations, stalemen1 ofposition or cash flows. 

Disclosures about Derivative Inrtruments and Hedging Activities 

In March 2008, the FASB issued Statement of Financial Accounting Standards (SFAS) No. 161, Disclosures about Derivorive l n r ~ n ~ e n r r  and Hedging 
Activities (FAS 161 1. FAS I61 was issued to enhance the disclosure framework in SFAS NO. 133, Accounting/o? Derivative Inrlmnmis ond Hcdgiog Artivilier (FAS 
133). FAS 161 requires enhanced disclosures about the purpose ofan entity's derivative instruments, how derivative i n ~ t ~ m e n t ~  and hedged items are accounted for, 
and how the entity's financial position, cash flows, and performance are enhanced by the derivative instmments and hedged items. The guidance in FAS I61 is effective 
for fiscal years and interim periods beginning after No". IS, 2008. The company believer that PAS 161 will be material IO its financial statement disclosures and will 
continue lo evaluate the impact thmugh its adoption 

Additionally, in April 2008, the FASB revised Statement 133 Implementation Issues Nos. 11 and K4 to reflect the enhanced disclosures required by FAS 161 
The company d w s  not believe these revisions will be material to its results ofoperalions, statement ofposition or cash flows. 

Statement 133 Implementation Issue E23 

In January 2008, the FASB cleared Implementation Issue Hedging ~ General: Issuer Involving the A p p l i c d m  ofrlre Shortcur Method under Porngraph 68 
(Issue €23). Issue E23 amends FAS 133. paragraph 68 to include hedged items with trade dates differing from their settlement dates due to generally established 
conventions in lhe marketplace. This  allow^ companies to assume these commitments have no ineffectiveness in a hedging relationship, lhus allowing use ofthe 
shortcut method for accounting purposes assuming all other conditions within the paragraph are met. 

Issue E23 a h  allows use ofthe shortcut method if the fair value of an interest rate swap is not zero at inception ofthe hedge as long as the swap was entered 
into st the relationship's inception, there was no transaction price ofthe swap in the company's principal or most advantageous market, and the difference between the 
swap's fair value and transaction price is due to differing prices within the bid-ask spread between the entry transaction and a hypothetical exit transaction. 

The effective date for Issue E23 is for hedging relationshipS enrered into on or after Jan. I .  2008. The company does not believe Issue E23 wlll be material to its 
results of operations, statement of position or cash flows. 

Noneontrolling Interests in Consolidnted Flomclnl Statements 

In December 2007. the FASB issued SFAS No. 160, Nonconrrolling Interem ifl Consdidoled F;noncial Slatenrmts (FAS 160). FAS 160 was issued to improve 
the relevance, comparability and transparency of the financial informarion provided by requiring: ownership interests he presented in the consolidated ~taiement of 
financial position separate from parent equity; the amounl Ofnet income attributable 10 the parenl and the noncontmlling interest be identified and presented on the face 
ofthe consolidated statement of income; changes in the parent's ownership interest be accounted for consintenlly: when deconsalidating, that any retamed equity 
intcrest be measured at fair value; and that sufiicient disclorursr identify and distinguish between the interests of the parent and noncunuolling owers. The guidance m 
FAS I60 is effeclive for fiscal years beginning on or after Dec. 15,2008. The company is ~umenlly assessing the impact ofFAS 160, but does not believe i t  will bc 
material to its results of operations, statement dpmi l ion  or cash flows. 
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Business Comhinations (Revised) 

In December 2007, the FASB issued SFAS No. 141R. Business Comhinofions (FAS 141 R). FAS 141R was issued to improve the relevance, representational 
faithfulness, and comparability of information disclosed in financial statements about business combinations. FAS 14 I R establishes principles and requirements for 
how the acquirer: I )  recognizes and measures the assets acquired, liabilities assumed and any nonc~nt r~ l l ing  interest in the acquire; 2) recognizes and measures the 
goodwill acquired; and 3 )  determines what information to disclosr far users of financial Statemenfs to evaluate the effects of the business combination, The guidance in 
FAS 141R is effective pmpectively for any business combinations for which the acquisition date is on or after thc beginning of the f i r s  annual reponing period 
beginning on or after Dee. IS, 2008. The company will assess the impact ofFAS 141R in the event it enters into a business combination for which the expected 
acquisition date is subsequent to the required effective date. 

Accounting for Income Tax Rendits of Dividends 0. Share-Rased Payment Awards 

In June 2007, the Emerging Issues Task Force (EITF) issued ErrF Issue No. 06-1 I, Accounting/or Income Tar Benefits ofDividends on Shore-BusedPoynrem 
Awards (EITF 06~1 I). EITF 06-1 I states that realized tax benefits resulting from share-based payment awards that enfille employees to dividends or dividend 
equivalents on non~vested equity shares or to payments equal to the dividends paid on the underlying shares while the equity option is outstanding and the dividends or 
dividend equivalents should be recorded as additional paid-in capital. Funher, the amount recorded as additional paid-in capital should be included in the pwI of excess 
tax benefits available to absorb tax deficiencies on share-based payment awards in accordance with FAS 123(R), Accozmiinxfi? Slock-BasedCo",~pewarion . The 
company is currently assessing the impact of ElTF 06-1 I, but does not believe il will be material 10 its results of operations, Statement ofposition or eanh flows. 

Offsetting Amounts Related to Certain Contracts 

In April 2007, the FASB issued FASB Staff Position (FSP) F M  39-1. This FSP amends FASB Interpretation No. 39, OJ&fiing qfmovnrs Reiaiedro Crrimin 
ContruclA by allowing an entity to offset fair value amounts recognized for the right to reclaim cash collateral (a receivable) or the obligation to m u m  cash collateral (a 
payable) against fair value amounts recognized for derivative instruments executed with the Same counterpany undcr a master netting arrangement. The guidance in this 
FSP is effective for fiscal yean beginning after No". 15,2007. The company adopted this FSP effective Jan. I, 2408 and set B policy to offset fair value amounts 
recognized with cash c~llateral received or cash callatera1 paid under master netting agreements. At Jun. 30. 2008, the company had received cash collateral in the 
amount of$0.5 million. 

Fsir Value Option For Financial Assets and Financial Liabilitie~ 

In February 2007, the FASB issued SFAS No. 159, The Fair Value Opiionfor Finoncioi Assets andFinmcioi Liahilides - Including on omendmeal of FASB 
Slolemmi Nu. 115 (FAS 159). FAS I59 pennits entities to choose to measure many financial instruments and certain other items st  fair value that are not currently 
required to be measured at fair value. The objective of FAS I59 is to provide opponunlfies 10 mitigate volatility in reponed earnings caused by measuring related mssets 
and liabilities differently without having to apply hedge accounting provisions. FAS 159 is effective for fiscal yean beginning after No". 15, 2007. The company 
adopted FAS I59 effective Jan. I ,  2008, but did not elect to measure any financial inStNmentS at fair value. Accordinelv. its adontion did not have any effect on its 
results ofoperatiom, statement of position or cash flows 

Fair Vdue Mennurements 

In September 2006, the FASB issued SFAS No. 157, Fair Volue Meoruremenrs (FAS 157). FAS 157 defines fair value, establishes a framework for measuring 
fair value under generally accepted accounting pnnciples, and expands disclosures about fair value measurements. FAS 157 emphasizes that fair value is a market- 
based measurement. not an entitv-soecific measurement. and states that a fair value measurement shhosld he determined h a 4  nn the aqwmntinns thnf m z r k d  ~ ~ ~ ~~~~~~~~~~~~~~~~~~~~ , .  
participants would use in pricing the asset or liability FAS I57 applies under other accounting pmnouncements that require or permit fair value measurements, 

FAS 157, among other things, requires the company to maximize the use of observable inputs and minimize the use of unobservable inputs when measunng fair 
YBIUC, and specifies a hierarchy of valuation techniques bared on whether the inputs to those valuation techniques are observable or unobservable. FAS 157 definer the 
fallowing fair value hierarchy, based on these Iwo types of inputs: 

MI Quoted prices for identical inStrumentS in active markets. 

Lgy& ~ Quoted prices for Similar LnSRumenlS in active markers; quoted prices for identical or similar instruments in markets that are not active: and model 
derived valuations in which all significant inputs and significant value drivers are observable in active markets. 

Levi.li ~ Model derived valuations in which one or more significant inputs or rignificanf value drivers are unabservable. 

The effective date was for fiscal years beginning alter No". 15,2007. Ln November of 2007, the FASB informally granted a one year deferral for "on-financial 
asSets and liabilities. In February 2008, the FASB issued FSP 157-2 which formally delayed the effective date of FAS I57 10 f i r a l  years beginning after No". 15,200X. 
This FSP is applicable to non-financial 
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B S S ~ ~ S  and liabilities except for items that are required to be recognized or disclosed at fair value at least annually in the company's financial statements. As a result, the 
company adopted FAS 157 effective Jan. I .  2008 for financial assets and liabilities. See Note 13, Fsir Value Meawlemem 

Additionally, the FASB issued FSP 157~1  in February 2008 to exclude SFAS 13, Acrounlingfor Leoses, and relaled pronouncements addressing lease fair value 
measurement? from the scope of FAS 157. Asset6 and liabilities assumed in B business combination are not covered under this scope exception. The effective date of 
this FSP coincides with the adoption of FAS 157. 

The company will continue Io evaluate FAS I57 for the remaining "on-financial assets and liabilities to be included effective Jan. I, 2009. The company does 
not believe applying FAS 157 to the remaining "on-financial assets and liabilities will be material to its mults ofoperations, statement of position or cash flows. 

3. Regulatory 

Cost Re~ove iy  ~ Tampa Electric Company and  PGS 

Tampa Electric Company and PGS recover the cost of fuel, purchased power, eligible environmental expenditures and Conservation through cost recovery 
clauses that are adjusted on an annual basis. As pan ofthe regulatory prccss,  it IS reasonably likely that third panies may intervene in various matters related to fuel, 
purchased power. environmental and conservation cost recovery. 

SO, Emission Allowances 

The Clean Air Act Amendments of 1990 (Clean Air Act) established SO: allowances to manage the achievemmt of SO, emissions requirements. The legislation 
also established a market~based SO, allowance tiedine component. 

An allowan~e authorizes a utility to emit one ton of SQduring a given year. The Environmental Pmtectton Agcncy (EPA) allocafe~  allowance^ to utilitie~ based 
on mandated emissions reductions. At the end of each year, a utility must hold an amount afaliowances SI leut equal 10 its annual emissions. Allowances are fully 
marketable and, once allocated, may be bought, sold, traded or banked for use in current or future years. In addition, the EPA withholds a small percentage ofthe annual 
SO: v l l o w a n ~ e ~  it allocates to utilities for auction sales. Any resulting auction proceeds are then forwarded to the respective utilities. Allowances may not be used for 
compliance pnor lo the calendar year for which they are allocated. Tampa Electnc B C C O U ~ ~ S  far these using an inventory model with a zero basis for thosc al lowan~e~ 
allocated to the company. Tampa Electric recognizes a gain at the time of sale, approximately 95% afwhich accrues to retail c u ~ f o m e r ~  through the environmental cost 
recovery c h s e .  These gains are reflected in "Revenues-Regulated electric and gas" an the Consolidated Condensed Statements of Income. 

Over the y w n ,  Tampa Electric has acquired  allowance^ through EPA allocations. Also, over time, Tampa Electric has sold unneeded  allowance^ based on 
compliance and allowan~es available. The SO,  allowance^ unneeded and sold resulted from lower emissions at Tampa Eleclric brought about by environmental actions 
t&en by the company under the Clean Air Act. 

During the three months and six months ended Iun. 30,2008, approximately 2,500 and 5,000 a l l ~ w a n c e ~  were sold, respectively, resulting in proceeds of$ l  .O 
million and $2.0 million, respectively. Dunng the three months ended Jun. 30,2007, approximately 35,OW  allowance^ were sold resulting in proceeds of161 7.5 million. 
There were no SO.  allowance^ sold in the first quarter af2007. 

Regulatory Assets and Llab 

Tampa Electric and PGS maintain their ~ C C D U ~ ~ S  in accordance with recognized policies ofthe FPSC. In addition, Tampa Electric maintains its accounts in 
accordance with recognized policies prescribed or permitted by the Federal Energy Regulatory Commission (FERC). 

Tampa Electric and PCS apply the amounting treatment permitted by SFAS No. 71, AccountingJbr the E f e m  o/Cerldn T v p s  o/Reyloiia,r (FAS 71). Areas 
of applicability include: deferral of revenues under approved regulatory agreements: revenue recognition resulting from cost recovery clauses that provide for monthly 
hilling charges to reflect increases or decmscs in fuel, purchased power, conservation and environmental costs; and the deferral ofcosts as regulatory assets to the 
period that the regulatory agency recognize them when cost recovery is ordered over a period longs than B fiscal year. Dctails ofthe regulatory B S S ~ ~ S  and liabilities as 
oflun. 30,2008 and Dec. 31,2007 are presented in the fallowing table: 
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RczuI.bry Aaets and Llabllltler * 
Regulatory assets: 

Regulatory tax a ~ ~ e c "  

Other: 
Cas1 recovery ClaUSeE 
Posmtirment benefit asset 
Deferred bond refinancing COLS"' 

Environmental remediation 
Competitive rate adjustment 
Other 

Told other regulatory assets 
Told mgU1atory asses 
Less: Cuncnt portion 
Long-term regulatory aFaeIS 

Regulatory liabllitirs: 
Regulatory tax liability" 

Other: 
Deferred allowance auction credits 
cost recovery clauses 
Environmental remediation 
Transmission and delivery stom reserve 
Deferred gain on pmpeny sales"' 

Accumulated resew-cost of removal 
Other 

Total other regulatory liabilities 
Tom1 regulatory liabilities 
Less: cune~tpor t io"  
Long-term regulatory liabilities 

(1) 
(2) 
(3) 

Related to plant life and derivative positions. 
Amortized over the term ofthe relaled debt instrument. 
Amortized over B 5-year penod with various ending dates. 

Jun. 30. Der. 31, 
2008 2007 -- 

$ 65.0 P 62.5 -~ 
I 18.8 47.2 
94.7 97.5 
23.6 25.5 
11.4 11.4 
4.7 5.4 
4.8 4.7 

258.0 191.7 
323.0 254.2 

-- 
~~ 

1385 6 7 4  
$ 1845 $ 1868 
~ _ _  -- 
-- P 1 8 5  P i n n  

1807 i n 9  
0 1  0 1  

11.4 11.4 
22.3 20.3 

3.1 4.7 

0.5 0.4 
767.4 599.3 
785.9 618.1 
174.8 35.4 

S 611.1 $ 582.7 

548.7 543.5 

-- 
_ _ _ _  

-- 
=- 

All regulatory assets are being recovered through the regulatory process. The following table further details our regulatory m e t ~  and the related recovery 
oeriuds: 

Eaming a rate of mum'?' 

Regulatory tax 
Capital ~tmcture and olher 

Total 

990 101 7 
6 5 0  6 2 5  
3 5 5  3 1 4  

$ 3230 P 2542 
~ _ _ _ _ _  -- 

( I )  
(2) 
(3) 

To be recovered through cost recovery c lause~ approved by the FPSC on B dollar for dollar basis in the next year. 
Primarily reflects allowed working capital, which is included in rate base and eams an 8.2% rate of retum as pmnitled by the FPSC. 
"Regulatory tan ~SSEIS'' and "Capital ~tmcture and other" regulatory assets have a recoverable pcnod longer than a fiscal year and are recognized over the penud 
authorized by the regulatory agency. Also included are unamortized loan costs which are amortized over the life of the related deb1 mstrumens. See footnotes I 
and 2 in the prior table for additional information. 
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4. Income Tares 

The company's U.S. subsidiaries join in the tiling "fa U S  federal consolidated income tax retum. The lntcmal Revenue Service (IRS) concluded its 
examination afthe company's consolidated federal income tar mNms for the years 2005 and 2006 during 2007. The U.S. federal statute of limitati~ns remains open for 
the year 2007 and onward. Years 2007 and 2008 are currently under examination by the IRS under the Compliance Assurance Program, a program in which the 
company i s  a panicipant. The company does not expect the settlement of current IRS examinations to significantly change the total amount of unrecognized fax benefits 
by the end of 2008. Foreign and U.S. state jurisdictions have statutes of limitations generally ranging f" three 10 five years f" the filing of an income tar retum. 
The state impact of any federal changes remains subject to examination by various States for a period of up to one year after formal notification to the states. Years still 
open to examination by tax authorities in major state and foreign jurisdictions include 2002 and onward. 

The company recognizes interest and penalties associated with uncertain fax pOSitionS in the Consolidated SfatementS oflncome in accordance with FASB 
interpretation No. 48, Accountingfir Uncerfoioly in brcome Tares--on inleror-eialion sf FASB Storemerrr No. 1 0 9 ,  During the three and six month periods ended lun. 
30,2008, the company recorded appmrimately $0.4 million and $0.6 million, respectively. of pre-tar charges for interest only. During the second quaner of2007, the 
company recognized a $14.3 million benefit in discontinued operations as a result of reaching favorable conclusions with the taxing authorities upon the completion of 
their review ofthe company's 2005 tax mum during the second quaner of 2007. No amounts have been recorded for penalties for the six month periods ended Jun. 30, 
2W8 and Jun. 30,2007. 

During the SIX month periods ended Jun. 30,2008 and Jun. 30.2007, the campany experienced a number ofevenls that have impacted the overall effective tax 
m e  on continuing operations. These events included pcrmanent reinvestment of foreign income under APE No. 23, Accounting/& Tme,~ ~ Spec;olAreos, depletion, 
repatriation of foreign source income to the United States, and reduction Of income tax expense under the '?tonnage tax" regime for transpollation. 

5. Employee Postretirement Benefits 

Included in the table helow i s  the periodic expense for pension and other postretirement benefits offered by the company. The obligations afthe Supplemental 
Executive Retirement Plan (SERP) were remeasured as oflan. I, 2008 to reflect the impact on lhis benefit plan ofthe settlement of thc SERP obligations related to the 
retirement of wnain participants. Settlement costs of $0.9 million that reflect the accelerated recognition of previously deferred actuarial gains were reclassed from 
accumulated other comprehensive income. These costs were recognized in the quarter ended Mar. 3 I, 2008 and are included in "Operation other expense.--Other" in 
the Consolidated Condensed Statements of Income for the six months ended Jun. 30,2008. Other than the remeawement of plan ohligations for these panlcipant 
retirements and, as discussed in Amendment No. I to the company's Annual Report on Form 10-K for the year ended Dec. 3 I ,  2007, the impacts of the termination of 
T K O  Transpon employees' pankipation in there plans as a result ofthe sale of TECO Transpon in December 2007, no sienificant chanees have been made to these 
benefit plans since Dec. 3 I ,  2003 
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Service cast 
Interest cost an projected benefit obli&ons 
Expected return on assets 
Amortization of. 

Transition obligation 
Prior service (benefit) cost 

6 3 9 $ 4.0 $ 1.0 6 1 3  
8.0 8.2 3 0  3.0 

Curtailment cmt 
Net ~ensmn sfpcn6e recogniled m the TECO Energy Consolidated Condensed 

statemenu &Income ~ $ 3.0 - 
Sir lninlhr mdsd Jun. 30, 
Componenb of net prlodle beofflt expense 
Servicc cost 5 7.7 
Interest cost on projected benefit obligations 
Expected reurn  on assels (19.5) 
Amortiration of. 

15.9 

Transition obligation 
Prior service (benefit) cost (0.2) 
Actumid 1015 2.0 

Pension expense 5.9 
Settlement cast "4 

~ 0 3  6 5  

$ 5 6  $ 5 0  $ 12 2 - 
$ 8.0 16 2.1 $ 2.6 

16.4 6.0 6.0 
(I 8.2) ~ ~ 

1.2 I .4 ~ 

(0.2) 0.8 I .4 
4.6 .- ~ 

10.6 10.1 11.4 

0 3  - 6 5  Curtailment cost - 
Net pen~ion expense recognized m the TECO Energy Consolidated Condensed 

Statements of Income $ 6 8  $ 109 $ 10 I $ 179 -- - 
For the fiscal 2008 plan year, TECO Energy assumed an expecled long-term m u m  on plan assets of 8.25% and a discount rate of 5.90% for pension benefits 

under its qualified pension plan as of its De. 4,2007 remeasurement date; a discount rate of 5.90% for its SERP benefits as ofits Jan. I .  2008 remeasurement date; and 
a discount rate of6.20% for other postretirement benefits at its Sep. 30,2007 measurement date. As a result of the U s .  4,2007 and Jan. I, 2008 remeasurements, 
benefit obligations for the pension plans increased $1  8.5 million. 

Effective Uec. 3 I, 2006, in accordance with FAS 158, Employer'$ Accotmt;~gnsf"~ Defined Benefiir Pension and Olbrr Poslretirenwnt Plow, TECO Energy 
adjusted its postretirement benefit obligations and recorded other comprehensive income (loss) 10 reflect the unamortized transition obligation, prior service cost, and 
actuarial gains and IOSS~S of its posnetirement benefit plans. The adjustment to other comprehensive income was net of amounts that, for regulatory purposes prescribed 
by FAS 71, were recorded as regulatory assets for Tampa Electric Company. For the three months and six months ended IUD. 30,2008, TECO Energy and its 
subsidiaries reclassed $0.5 million and $ 1  . I  million, respectively, of unamonired transition obligation, prior service cost and actuarial gains and losses from 
accumulated ather comprehensive income la net income as pan ofperiodic benefit expense compared 10 $1 .O million and $2.1 million. re~pectively, for the same 
periods ended lun. 30,2007. In addition, during the three months and six months ended Jun. 30,2008, Tampa Eleclric Company reclassed $I .4 million and $2.8 
million, respectively, afunamartired transition obligation, prior sewice cost and actuarial gains and losses from regulatory assets to net income E part of periodic 
benefit expense compared 10 $2.5 million and $5.0 million for the same periods ended Jun. 30,2007. 
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6. Short-Term Debt 

At Juri. 30, 2008 and Dec. 3 I ,  2007. the fallowing credit facilities and related borrowings existed: 

. .  
$ 5-year facility $ 325.0 $ - $  1.4 $ 325.0 $ - - 

I .year accounts receivable fxility 150.0 - 15D.O 25.0 - - 

TECO FnergyITECO Finance: 
5 . y ~  facil i ty 

Tom1 
200 0 - 200 0 - 9 5  9 5  - 

s 6750 $ - $  109 - S 2 5 0  s 9 5  -- 
( I )  
( 2 )  

Borrowings outstanding are reponed as notes payable. 
TECO Finance is the bormwer and TECO Energy i s  the guarantor ofthis facility 

These credit facilities require commiment fees ranging from 9.0 IO 17.5 basis points. Thhe weighted-average interest rate on outstanding amounts payable under 
the credit facilities at Dee. 31,2007 was 4.76%. There were no borrowings outstanding as oflun. 30, 2008. 

7. Long-Term Debt 

lssuorrcr qf Tempo Eleedric Company 6.10% Nons due 2018 

On May 16,2008, Tampa Electric Company issued $150 million aggregate principal amout of6.10% Notes due May IS,  2018. The 6.10% Notes were sold at 
par. Thhe offering resulted in net proceeds to the Company ( a h  deducting underwiling discounts and commi~sions and estimated offering expenses) of approximately 
$148.7 million. Net proceeds were used for general corporate purposes. Tampa Electric Company may redeem all or any pan ofthe 6.10% Notes at its option at any 
time and from time to time at a redemption price q u a l  10 the greater of (i) 100% ofthe principal amount ofthe 6.10% Notes to be redeemed or (ii) the present value of 
the remaining payments ofprincipal and interest on the 6.10% Notes to be redeemed, discounted at an applicable treasury rate (as defined in the applicable indentare) 
plus 35 basis points; in either case, the redemption price would include accrued and unpaid interest 10 the redemption date. 

On May 15, 2M8, in ~onnecfion with this debt offering, Tampa Electric Company settled interest rate swaps entered in10 in 2007 for $1 1.8 million, coincident 
with the related May 2008 debt issuance. The  cash outflows related to this settlement arc netted with the proceeds from the debt offering in the financing section ofthe 
Consolidated Condensed Statement of Cash Flows and are recorded in "Accumulated other comprehensive income" on the Consolidated Condensed Balance Sheet. 
These amounts will be reclassified to interest expense over the 10-year term ofthe related debt, resulting in an effective interest rate of 6.89%. 

Remorkding and Repurchase in Lieu ofRedemption ofTonipa Electric CompanjG Tar-Exempt Auction Rare Bonds 

On Mar. 19,2008, the Hillsborough County Industrial Development Authority (HCIDA) remarketed $86.0 million Pollution Control Revenue Refunding Bonds 
(Tampa Electric Company Project), Series 2006, in a fixed-rate mode pursuant to the terms ofthe Loan and Trust Agreement goveming those bonds. The bonds, which 
previously had been in auction rate mode, hear interest at 5.00% per annum and are subject to mandatory tender for purchase on Mar. 15, 201 2 from the proceeds ofa 
remarketing of the hands. Tampa Electric Company i s  responsible for paymnenf ofthe interest and principal associated with the bonds. Regularly scheduled principal 
and interest when due are insured by Amhac Assurance Corporation, as more fully described in Amendment No. I to the company's Annual Repon on Form 10-K for 
theyearendedDec.31.2007. 

On Mar. 26,2008, Tampa Electric Company purchased in lieu ofredemption $75.0 million Polk County lndusrrial Development Aulhority (PCIDA) Solid 
Waste Disposal Revenue Refunding Bonds (Tampa Electric Company Project), Series 2007 and $125.8 million HCIDA Pollution Control Revenue Refunding Ronds 
(Tampa Electric Company Project), Series 2007A. B and C (collectively, the "2007 Bonds"). Also on that date. the Insurance Agreement dated as oflul. 27,2007 with 
Financial Guaranty Insurance Company, pursuant 10 which Financial Guaranty Insurance Company issued a financial guaranty insurance policy for the HCIDA 
Pollution Control Revenue Refunding Bonds (Tampa Electric Company Project), Series 2007A. B and C (the "2007 HCIDA Ronds"). was terminated. The company 
a h  entered into a corresponding Fint Supplemental Loan and T m ~ t  Agreement wgarding the removal ofthe bond insurance on the 2007 HClDA Bonds. After these 
changes to the 2007 HCIDA Bonds, the company remarketed the $54.2 million Series A and the $51.6 million Seiies B 2007 Bonds in long term interest rate modes. 
The $54.2 million Series A bonds, which previously had been in auction rate mode, bear interest at 5.65% per annum until matariry on Mar. 15,2018. The $51.6 million 
Series B bands, which previously had been in auction rate mode, bear interest at 5.1 5% per annum and will be subject lo mandatory tender on Sep. I .  201 3 from the 
proceeds ofa remarketing of the bonds. Tampa Electric Company is responsible for payment ofthe interest and principal associated with the 2007 Bonds. 
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As a result of these transactions, $95.0 million of the bonds purchased in lieu ofredemption were held by the tmtee at the direction ofTampa Electric Company 
as oflun. 30,2008 (the "Held Bonds") Io provide an opponunity to evaluate refinancing altematives. The Held Bonds effectively offset the outstanding debt balances 
and are presented net on the balance sheet. 

8. Olher Comprehensive Income 

TECO Energy reporled the following other comprehensive income far thc three months and six months ended Jun. 30,2008 and 2007, related to changes in the 
fair value ofearh flow hedger, amortization ofunrecognized benefit costs associated with the company's pension plans and unrecognized gains and I D S S ~ S  on available- 
for-sale securities: 

Unrealized gain (loss) on cash flow hedges 
Add: Loss reclassified to net income 

Gain (loss) on cash flow hedges 
Amonilatim of unrecognized benefit costs 
Change in benefit obligation due to remeasurement 
Unrealized loss on available-for-sale securities"' 

2007 
Unrealized gain on cash flow hedges 
Less: Gain reclassified to net income 

Gain on cash flow hedges 
Amortization of mmog&ed benefit costs 
Recognized benefit cos& due to ~umilment 
Change in benefit obligation due to remeasurement 

Total ather camprehcnsivc income (loss) 

Total other comprehensive income 

$ 5.7 
0.5 
6.2 
0.5 

__ 
16 6 7  

16 1 8  
(0.8) 
1 0  
1.1 
6 7  

(2.1) 
$ 6.7 

0.7 2.2 (1.1) 1.1 

(1.3) (2.1) 0.8 &) 
4.1 6.7 (2.6) 4.1 

$ n) 664 4.1 16 10.8 

Accunrlalrd Orhrr rornorrhcnsive l n o n r  I L W  

Irnill~" ,un 30,2008 Dcc. J I ,  2007 

Unrecognized other benefit losses, ptior sewice costs and transition obligations.' 
Ne1 unrealized losses from cash flow hedges''' 
Ne1 unrecognized loss on available-for-sale securities 

Unrecognized pension losses and prior service COS~P 16 (24.1) 6 (13.3) 
2.6 2.3 

(8.3) (6.2) 
(1.0) 

Total accumulated other comprehensive loss -1 $ (17.2) 

Amount relates to an off-shore investment not subject to U.S. Federal income tax. 
Net oftax benefit of $14.6 million and $8.3 million as oflun. 30,2008 and Dec. 3 I ,  2007, respectively. 
Net of tax expense of $1.7 million and $1.5 million as of Iun. 30,2008 and Dec. 31,2007, respectively. 
Net of tax benefit of $5.  I million and $3.8 million as of Jun. 30,2008 and Dec. 3 I, 2007, respectively. 

~ 

(I) 
(2) 
(3) 
(4) 

9. Earnings Per Share 

For the three months and six months ended Jun. 30,2008, stock ~ p t i o n ~  of4.2 million and 4.5 million shares, respectively, were excluded from the computation 
ofdiluted earnings per share due to their antidilutive effsct. Stock options of4.8 million and 5.8 million shares far the three months and six months ended lun. 30,2007, 
respectively, were similarly excluded from the computation. 
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Net income from continuing  operation^, basic and diluted 
Discontinued operations, net oftan 
Net income, diluted 
Denomlaator 
Average number a f  Shares outstanding - basic 
Plus: lnerementl shares f a  assumed conversions: 

Less: Treasury shares which could be purchased 
Average number of shares oulstanding - diluted 
E u n i q i  per share from eontinuingoperstiona 

Stock options and contingsnt performance shares 

Basic 
Diluted 

Basic 
Diluted 

Earnings per share 
Basic 
Dihled 

Earnings per share from discontinued operation$, net 

10. Commitments and Contingenrie 

Legal conlingenries 

$ 51 4 

16 51 4 

2104 

5 3  

212 i 

- 

(3 6) 

$ n 24 
6 0 24 

F 
% 

$ 0 24 
$ 0 24 

- 
~ 

- 

mu7 - 
$ 59.4 

14.3 
16 73.7 

208.9 

5.1 

- 

(4.0) 
2io.o __ 

$ 0.28 
s 0.28 

$ 0.07 
$ 0.07 

16 0.35 
$ 0.35 - 

n o d  

0 82.2 

F 82.2 

210.1 

5.3 

211.6 

16 0.39 
F 0.39 

$ 
$ 

F 0.39 
$ 0.39 

- 

(3.8) 

- 
~ 

- 

2007 

$ 132.2 
14.3 

$ 146.5 

208.8 

3.8 

- 

3 9 )  
209.7 

$ 0.63 
S 0.63 

s 0.07 
$ 0.07 

$ 0.70 
$ 0.70 - 

From time to time, TECO Energy and its subsidiaries are involved in  various legal, tax and regulatory proceedings befarc vd"ous courts, regulatory 
commi~s ion~ and governmental agencies in the ordinary course of its business. Where appropriate, accruals are made in accordance with SFAS No. 5, Accourrrit8S for 
Contingencies, to provide for mamen that are probable ofresulting in an estimable, material loss. While the outcome of such proceedings is uncertain. management 
does naf believe that their ultimate re~olution will have B material adverse effect on the company's results of operations OT financial condition. 

Superfund and Farmer Manufactured Cas Plant Sites 

Tampa Electric Company, through its Teampa ElecIric and Peoples Car divisions, is a potentially responsible party (PRP) for certain superfund sites and, through 
its Peoples Cas division, for cenain former manufactured gas plant sites. While thejoint and several liability associated with these sites presents the potential for 
significant response costs, as of Jun. 30, 2008, Tampa Electnc Company has estimated its ultimate financial liability to be appmximately PI I .5 million, and this amount 
has been accrued in the company's financial statements. The environmental remediation COSIR associated with there Sites, which are expected to be paid over many 
years, are not expected to have a significant impacl on cu%" prices. 

The estimated amounts represent only the estimated portion of the cleanup costs anributable to Tampa Electric Company. The estimales to perform the work are 
based on actual estimates obfained from contractors, or Tampa Electric Company's experience with similar work adjusted for site specific conditions and agreements 
with the respective govemmenlal agencies. The eslimatcs are made in current dollan. 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 based on each pany's relative ownership interest in or 
usage of a rite. Accordingly, Tampa Electric Company's share of remediation costs vanes with each site. In vinually all instances where other PRPs are involved, those 
PRPs are considered creditworthy. 

Factors that could impact these estimatcs include the ability of other PRPs to pay their pro-rsfa ponion ofthe cleanup costs, additional testing and invesligalian 
which could expand the scopc of the cleanup activities, additional liability that might arise f" the cleanup activities themselves and changes in laws or regulations 
lhal could require additional remediation. These costs are recoverable thmugh customer rates established in subsequent base rare proceedings. 
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Guarantees and Letters of Credit 

A summary of the face amounl or maximum theoretical obligation under T K O  Energy's lenen ofcredit and guarantees as of Jun 30, 2008 IF as follows 

Letters of Credit and Cuamotees 

,m,llmnll 
Leners of Credit and GuoranteesJblbr the Bm@I 41- 
T a m p  Electric 

Letten of credit 
Guarantees: 

~ u e l  purchasdenergy managemenr" 

TECO Cod 
Letten of credit 
Guarantees: Fuel purchase related"' 

Other subsidiaries 
G"am"teeS: 

Fuel purchasdenergy managemenr" 

U".nili.ted psrties 
Letters of credit"' 

Total 

$ - s  0.3 5 0.3 $ 

- 20.0 Z0.g 3.8 
- 20.3 2 3.8 

__ 1.4 - 1.4 I .4 
.- 8.1 - 8 . 1  I .4 

- - 6.7 6.7 

(I) 

(2) 

These guarantees renew annually and are s h o m  on the basis that they will continue to renew beyond 2012. 

The amounts s h o w  are the maximum theoretical amowlis guaranteed under current agreements. Liabilities recognized represent the associated obligation of 
TECO Energy under these agreements at lun. 30,2008. The obligations under these letters of credit and guarantees include net accounts payable and net 
derivative liabilities. 

TECO Trampon was sold effective Dec. 4.2007. These leuem ofcredit were replaced by the purchaser in 2008 pursuant to the terms ofthe sale, and will be 
cancelled by the issuing bank upon receipt ofauthotimtion from the beneficiary. 

(3) 

Financial Covenants 

In order Io utilize their respective bank credit facilities, TECO Energy and Tampa EIe~ttic Company must meet cenain financial tests as defined in the applicable 
agreements. In addition, TECO Energy, Tampa Electric Company and other operating companies have certain re~tnctive covenants in specific agreements and debt 
instruments. At lun. 30,2008, management believes that T W O  Energy. Tampa Electric Company and the other operating companies were in compliance with all 
applicable financial covenants. 

1 I. Segment Infoarmntion 

TECO Energy i s  an electtic and gas utility holding company with sipificant diversified activities. Segments are determined based on how management 
evaluatff, measures and makes decisions with respect to the operations of the entity. The management of TECO Energy repons segments based on each subsidiary's 
conttibution ofrevenues, net income and total assets, as required by SFAS No. 13 I, Duclosures obour Sepzenrs ?/an Emre~'i.se ~ n d R = l ~ , ~ d l " J ~ ~ " ~ a r l a n .  All 
~ignificant intercompany wansaclions are eliminated in the consolidaied condensed financial ~tatements of TECO Energy, but are included in determining reponable 
segments. 
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Revenues - exlemal 
Sales to affiliates 

Total revenues 

$ 545.7 $ 184.3 $ 155.2 $ 2.0 $ - 1 6  - $ 887.2 

546.1 184.3 155.2 2.0 (0.4) 887.2 
- - 0.4 - - (0.4) - 

- 

Equity earnings of unconsolidatal affiliates 
- 21.6 - - - 21.6 - 

- Depreciation 45.0 10.3 9.3 0.2 0.1 64.9 
Total interest charges"' 27.9 4.5 2.0 3.7 - 17.8 55.9 

- - - ~ I .5 3.6 (5.1) lntemally allocated interest'" 

Provision (benefit) for taxes 23.6 3.4 0.2 2.1 - (6.9) 22.4 
Net income (loss) from continuing 

operattons $ 40.2 $ 5.3 $ 4.2 $ 14.9 $ - $  i 1 3 . 2 ) $  51.4 
2001 

Revenuer ~ exfemal 
Sales to affiliates 

Equity earnings ofunconsolidated affiliates 

Depreciation 
Total interest charges"' 
lntemally allocated interest"' 
Provision (benetit) for taxes 
Net income (loss) from continuing 

Total revenues 

operations 

~ ~ ~ f f h r l  
Sirannthr ended Jun. 30, 
2008 

Revenues - e x t m a l  
Sales to affiliates 

Equity earnings of unconsolidated affiliates 

Depreciation 
Totdint-tcharges"' 
lntemally allocated interest'" 
Provision (benefit) for axes 
Net income (loss) from continuing 

Total revenues 

0pemtiO"S 

2007 
Revenues ~ extemal 
Sales to affiliatm 

Equity earnings ofunconsolidatcd affiliates 
Total revenues 

Depreciation 
Total interest charges'" 
lntemally allocated interest"' 
Provision (benetit) for taxes 
Net income (loss) from contimil 

operations 

$ 5 4 4 . 3 $  1 4 3 . 2 s  1 2 7 . 1 $  2.1 5 49.6 
- 28.3 

544.7 143.2 127.1 2.1 77.9 

- - - 18.7 - 

28.5 4.3 3.3 3.7 I .2 

3.1 3.6 (0.2) 
19.4 3.4 7.7 2.1 4.7 

$ 34.7 $ 5.4 $ 20.8 16 12.8 5 9.6 

r" P,.dP, TECO TECO "' 7Ecu' 
Elrcr,ir G#, cod C"Ol.MI. Tr",, 

- - 0.4 

47.3 10.0 9.1 0.2 - 

- - 

s 1,006.9 $ 363.3 $ 304.3 5 4.3 $ 
- - - - 0 7  

I ,047 6 363 3 304 3 4 3  - 

90.2 20.6 IK.5 0.4 - 

- 57.3 8.7 4.5 7.5 
- - 3.8 7.4 - 

32.1 9.8 2.1 4.0 - 

5 56.1 $ 1 5 . 3 0  1 1 . 7 5  25.4 5 - 

5 I , O I S . ~ $  3 1 2 . 4 s  z s 4 . 6 $  4.0 5 100.9 
- 52 3 

1,0166 3124 254 6 4 0  IS3 2 
- - 09 

- - 34.8 0.1 __ 
93.7 19.8 18.6 0.4 5.6 
55.3 8.4 6.1 7.5 2.6 
- 5.7 7.3 (0.4) -. 
30.4 10.3 27.7 3.4 6.2 

s 56.5 $ 16.4 $ 63.2 $ 23.1 $ 16.0 

20 

$ 0.2 $ 866.5 
(28.7) - 
(28.5) 866.5 

18.7 
0.2 66.8 

24.7 65.7 

(6.5) 

- 

- 

(12.0) 25.3 

$ (23.9) 5 59.4 

m*r, 6 7ECO 
Eli,"*S,iO,U E"*W 

$ 0.1 5 1,678.9 

(0.6) 1,678.9 

39.0 
0.2 129.9 

35.6 113.6 

(0.7) - 

- 

(11.2) 
(12.5) 35.5 

- 

(26.3) 5 82.2 $ 

$ 0.2 S 1,6872 
(53.2) - 
(53 0 )  1,687.8 

- 34.9 
0.3 138.4 

52.9 132.8 
(12.6) 
(20.9) 57.1 

- 
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,Mil!&",, Elrarrr car Cnol - cu.,e",.t. Etb"i"o,;o"8 Enem. 
segment Inl~ormllflo"'" r a m p  PI"Pb W C O  TECff3'I olhr, d TECO 

At Jun. 30,2008 
Goodwill $ - $  - $  - $ 59.4 $ - $ 59.4 
Investment in unconsolidated affiliates __ - 269.2 269.2 

153.5 - Total -sets $ 5,274.0 $ 888.6 $ 297.5 e $ 

Goodwill $ - $ - $ -  8 59.4 $ - $ 59.4 
Invatment in unconsolidated aftiliates ~~ 275.5 275.5 

- - 15.0 8.0 23.0 Other non-~ument investments - 
Total assets $ 4,838.3 $ 161.4 $ 501.2 3 16 229.0 - 
Segment net income is reponed on a basis that includes internally allocated financing costs. Total interest charges include intemally allocated interest costs that 
for 2008 and 2007 were at a pretax rate of 7.25% and 7.5%. rcspectivcly, based on an average of each subsidialy's equity and indebtedness to TECO Energy 
assuming a 50/50 debtiequity capifal ~frueture. 

Revenues are exclusive ofentities deconsolidatrd as a result of FIN 46R. Total revenues for unconialidated affiliates, anributable to TECO Guatemala based on 
ownership percentages, were $29.6 million and $30.3 million for the three months ended Jun. 30,2008 and 2007, respectively and $59.5 million and $59.6 
million for the six months ended Jun. 30.2008 and 2007, respectively. 
TECO Tmanspon was sold effective Dec. 4,2007. 

- - 

- - Othsr nan-current investments 14.0 8.0 22.0 

At DR. 31,2007 

- - - 

( I )  

(2) 

( 3 )  

12. Derivatives and Hedging 

At Jun. 30, 2008, TECO Energy and its affiliates had total derivative assets and liabilities (current and nom-current1 of $1 67.6 million and $0.4 million, 
respectively. compared to total derivative assets and liabilities (current and "on-current) of162.2 million and $26.1 million, respectively, at Dec. 31,2007. At Jun. 30. 
2008 and Dec. 31,2007. accumulated other comprehensive income (AOCI) included afler-tan losses ofS8.3 million and $6.2 million, respectively, mprcsenting the fair 
value ofcash flow hedges oftransactions b a t  will occur in the future. Amounts recorded in AOCl at Jun. 30,2008 and Dec. 31.2007 relate to interest rate swaps. The 
balance at Jun. 30,2008 is primarily comprised of interest rate swaps settled coincident with debt issued in May of 2008 (see Note 7, Long-Term Debt ). These 
amounts will be amonized into eamings over the life of the related debt. 

For the three months ended Jun. 30,2008 and 2007, TECO Energy and its affiliates reclassified amounts from AOCl and recognized net prefax IOSS~S of $0.5 
million and net pretax gains of160.8 million, respectively. For the six months ended Jun. 30,2008 and 2001, the amounts reclassified and recognized from AOCl were 
net prefax losses of $0.6 million and net pretax gWr of$0.5 million, respectively (see Note 8 ,  Other Comprehennive Income ). Amounts reclassified from AOCl in 
2007 were primady related to cash flow hedge3 of physical purchases of fuel oil. For these types of hedge relationships, the loss on the derivative reclassified from 
AOCl to eamings is offset by the decreased expense arising from higher prices paid for spot purchaser affuel oil. Conversely, reclassification of a gain from A w l  to 
eamings is offset by the increased cost of spot purchases of fuel oil. 

The company expects to reclass pretax I D S S ~ S  of $2.3 million from AOCI to the Consolidated Condensed Statements of Income within the next twelve months. 
These amounts relate to settled interest rate swaps. As a result ofapplying the provisions of FAS 71, the changes in value ofnatural gas derivatives of Tampa Electric 
and PGS are recorded as regulatory as~ets or liabilitier to reflect the impact ofthe fuel recovery clause on the risks of hedging activities (see Note 3, Regulatory j. 
Based on the fair value ofcash flow hedges at Jun. 30, 2008, net pretax gains of $142.8 million are expected to be reclassified from regulatory liabilities to the 
Consohdated Condensed Statements oflncome within the next twelve months. The amaunts ielatcd to natural gas derivatives will fluctuate with movements in the 
underlying market price of the derivative instmments. The company does not currently have any cash flow hedges for transactions forecasted lo lake place in periods 
subsequent to 2010. 

For the three months and six months ended Jun. 30,2007, the company recognized a pretax (loss) gain of $16.5) million and $12.3 million, respectively, relating 
to crude oil options that were not designated as either a cash flow or fair value hedge. 
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13. Fair Value Measurements 

In September 2006, the FASB issued SFAS No. 157, Fair Value Meanmn~enrs (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 mea~urements. FAS 157 emphasizes that fair value is a market- 
based measurement, no1 an entity-specific measurement, and stales that a fair value measurement should be determincd based on the assumptions that market 

would UK in pricing the asset or liability. FAS I57 applies under other accounting pronouncements that require or permit fair value measurements. 

FAS 157, among other things, requires the company to maximize the use ofobservable inputs and minimile the use ofunobservable inputs when measunng fair 
value. It also requires recognition of tradedate gains related to cemin derivative transactions whose fair value has been determined using unobservablc market inputs. 
This guidance supersedes the guidance in Emerging ISSU~S Task Force Issue No. 02-3, Irrues Involved in Accotmling/or Derivolive Conlracrr HeldJbr Trading 
Purposes ond Conrracrs Involvedin Energy Trodins ond Risk Monogemem Activities (ETF Issue 02.3). which prohibited the recognition of trade-date gains for such 
derivative transactions when determining the fair value of instruments not traded in an active market. 

On No". 14, 2007, the FASB rcaffimed its position that companies will be required to implement the standard for financial assets and liabilities, as well as for 
any other assets and liabilities that are carried at fair value on a recurring basis in financial statements. The FASB did, however, provide a one year deferral for the 
implementation of FAS 157 for other non-financial assets and liabilities. Effectivc Jan. I, 2008, the company adopted FAS 157 for financial assets and liabilities that 
are carried at fair value on a recurring basis. 

PAS 157 is applied prmpecfively as ofthe fint interim period for the fiscal year in which it is initially adopted, except for limited retrospective adoption for the 
following three items: 

The valuation of financial instruments using blockage facton; 

Financial instruments that were measured at fair value using the transaction price (as indicated in EITF lsruc 02-3); and, 

The valuation of hybrid financial instruments that were measured at fair value using the transaction price (as indicated in FAS 155). 

The impact of adoption in these areas would be applied as a cumulative-effect adjustment to opening retained earnings, measured as the difference between the 
carrying amounts and the fair  value^ of relevant assets and liabilities at the date of adoption. TECO Energy does not have any of the three aforementioned items, and 
therefore no transition adjustment was recorded. 

Fair Value Hierarchy 

FAS 157 specifies a hierarchy of valuation techniques based on whether the inputs to those valuation techniques are observable or unobservable. In accordance 
with FAS 157, these lwo types of inputs have created the following fair value hierarchy: 

Levell ~ Quoted prices are available in active markets for identical assets or liabilities as afthe reponing date. Active markets are those in which 
t ran~act ion~ for the asset or liability occur in sufficient frequency and volume to provide pricing information on an ongoing basis. Level I primarily consists 
of financial instrumcnts such as exchange-traded derivatives, listed equities and U.S. gwemment m a ~ u r y  ~ecurities. 

~ Pricing inputs are other than quoted prices in active markets included in Level I ,  which are either directly or indirectly observable as ofthc 
reponing date. Level 2 includes those financial instmments that are valued using models or other valuation methodologies. These models are primarily 
indutystandard models that consider various assumptions, including quoted forward prices for commodities, time value, volatility faclon, and current 
market and ~ ~ n t r a ~ t u a l  prices for the underlying instruments, as well as other relevant economic measures. Subsuntially a11 of these assumptions are 
observable in the marketplace throughout the full term ofthe instrument, can be derived from observable data or are ~ u p p ~ n e d  by observable levels a1 
which transactions are executed in the marketplace, Instruments in this category include "on-exchange-traded derivatives such as OTC forwards, options 
and repurchase agreements. 

& & ~  Pricing inputs include significant inputs that are generally not observable in the marketplace. These inputs may be used with intemhlly developed 
methodologie? that result in management's best estimate of fair value. Level 3 instruments include those that may be more structured or otherwise tailored 
to c~stomes' needs. At each balance sheet date, the company performs an analysis of all instruments subject to FAS 157 and includes in Level 3 all of 
those whose fair value i s  based 00 significant unobrsrvable inputs. 

This hierarchy requires the use of observable market data when available. 
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Determination of Fair Value 

The measures fair value using the procedures set fonh below for all assets and liabilities measured at fair value that were previously tamed at fair 
value pursuant to other accounting guidelines. 

men available, the company use3 quoted make1 ~ R C C S  on assets and liabilities traded on an exchange to determine fair value and classifies such items as Lcvel 
I, In some cases where a market exchange price is available. hut the assets and liabilities are traded in a secondary market, the company makes use ofacceptable 
practical expedients to ~alculate fair value, and clarsifies such items as Level 2. 

Ifobservable transactions and other market data are not available, fair value is based upon intemally developed models that use, when available, current market- 
based or independently-sourced market parameterr such as interest rates, currency rates or option volatilitie8. Items valued using internally generated models are 
classified according 10 the lowest level input or value driver that is most significant to the vahafion. Thus, an item may be classified in Level 3 even bough there may 
be significant inputs that are readily observable. 

Valuation Technique 

FAS 157 describes three main approaches 10 measuring the fair value of assets and liabilities: 

1)- - The market approach uses prices and olher relevan1 information generated by market transactions involving identical or comparable assets or 
liabilitm (including a business). The market approach includes the use of matrix pricing. 

2) Income AnDmoch - The income appmach uses valuation techniques to conven future amounts (for example, cash flows or earnings) to a single present amount 
(discounted). The measurement is based on the value indicated by cunent markel expectations about those future amounts. 

3) CostAoDroach ~ The cost approach is based on the amount that currently would be required 10 replace lhe service capacity ofan asset (0th referred fa as current 
replacement cost). The cost approach assumes that the fair value would not excecd what it would cost a market parkipant 10 acquire or construct a substitute asset of 
comparable utility, adjusted for obsolescence. 

lltms Mcasurfd st Fair Vlluc on a Recurring Bsds 

The following table sets fonh by level within the fair value hierarchy the company's financial assets and liabilities that were accounted for at fair value on a 
recurring basis as of lun. 30.2008. As required by FAS 157, financial assets and liabilities are classified in their entirety based on the lowest level of input that is 
significant to the fair value measurement. The company's assessment ofthe significance o f a  particular input 10 the fair value measurement requires judgment, and m y  
affect the valuation of fair value assets and liabilities and their placement within thc fair value hierarchy levels. For natural gas swaps. the market approach was used in 
determining fair value. For other investments, b e  income approach was used. 

Recurrlq O.rl".th. Fair \ .I"O MP.a"rea 

b" ndlm",, 

AlSefJ 
Natural gas swaps 
Other investments 

Total 

Nalural gas swaps 
Total 

Liabilidea 

- - 140 140 
s $ 1 6 7 6 $  1 4 0 m  

Natural gas swaps are over-the-counter swap in~fmments. The primary pricing inputs in determining the fair value of natural gas swaps are fhc N w  Yark 
Mercantile Exchange (NYMEX) quoted closing prices of exchange-traded instruments. These prices are applied to the notional amounts of active positions 10 determine 
the reponed fair value. 

The primary pricing i n p m  in determining the fair value o f  interest rate swaps are LBOR swap rates as reported by Rloomberg. For each insmment, the 
project4 forward swap rate is used to determine the stream ofcash flows over the life ofthe contract. The cash flows are then discounted using a spot discount n t c  to 
determine the fair value. An additional $I .7 million liability, primarily in interest rate swaps. is held on the books ofunconsolidated afiiliates of T K O  Guatemala, but 
IS reflened in "Investment in unconsolidated affiliates" on the TECO Energy, Inc. Consolidated Condensed Balance Sheets 
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Other inve~tments reflect two auction rate securities o w e d  by TECO Guatemala with a combined par value of $I 5.0 million. As a result ofmarket conditions. 
TECO Guatemala changed the valuation technique for these securities to an income approach using a discounted cash flow model. Accordingly, these securities 
changed to Level 3 within FAS 157's three tier fair value hierarchy since initial valuation at Jan. I ,  2008. 

Based an the fair value determined f" the discounted cash flow analysis, a temporary impairment was recorded in other comprehensive income. These 
investments are highly rated and significantly backed by a pool ofsrudent loans. Therefore, it is expected that the investments will not be settled at a price less than par 
value. Because the company has the ability and intent 10 hold this investment until a recovery of its original invenfment value, it considers the investment to he 
temporarily impaired at Jun.  30, 2008 

Assets Measured at Fair Value an P Recurring Basis Using Unabrervable Inputs &eve1 3) 

".don R'.& ,n,rr.s, Rd. 
,m "io",, S S C U M U  svam T d d  
Babnce al Jan. 1,2008 $ -. $ (9.0) 16 (9.0) 
Transfen to Level 3 14.0 14.0 
Change in fairmarket value __ (7.3) (7.3) 

~ 

Included in eamings 
Balance at Mar. 3 I ,  2008 
Transfers 10 Level 3 
Change in fair market value 
Settled 
Included in eamings 
B ~ I ~ ~ ~ ~  at J"". 30.2008 

. .  
~ ~ ~ 

(16.3) 0 (2.3) $ 14.0 $ 
~ ~ ~ 

- 4.5 4.5 
~~ I 1.8 11.8 
- - ~ 

~ IE 14.0 - $ 14.0 $ 

The $1 I .8 million settled in the second quarter of 2008 related to forward starting interest rate swaps settled in conjunctm wth our May 2008 issuance ofthe 
related debt. 

14. Melgers, Arquiritions and Dispositions 

Sale of TECO T n n r p a r l  

During the first quaner af2W7, management of the company engaged a financial advisor, contacted interested b iddm and initiated other activities in connection 
with a plan to sell TECO Transpon Corporation. In accordance with the provisions of SFAS No. 144, Accounting f.7 the Impairment or Disposal ofLong-LivedAssels 
(FAS 144). it was determined that as of Mar. 3 I, 2007 TECO Transport m a  the requirements to he presented as an asef  held for sale. 

On Dec. 4,2007, TECO Diversified, Inc., a wholly-owned subsidiary ofthe company, sold its entire interest in TECO Transport Corporation for cash to an 
unaffiliated investment group. As a result of its significant continuing involvement with Tampa Electnc Company for the waterbome tran~ponation of solid fuel. the 
results of TECO Transpon Corporation were reflected m continuing operations for the three months and six months ended Jun. 30,2007 in accordance with the 
provisions of FAS 144. 

Also in accordance with the provisions of PAS 144, once designated as assets held for sale, the assets afTECO Trmspon Corporation were measured at the 
lower of its carrying amount or fair value and depreciation far these assets ceased beginning Apr. I ,  2007. For the three months ended Jun. 30,2007, depreciation of 
$5.6 million would have been recorded had the assets of TECO Transpart not been held for sale. Far the threc months and six months ended Jun. 30,2007. TECO 
Energy recognized $13.5 million and $16.3 million, respectively. in transaction-related costs relatcd to the then potential sale. 

For the three months and six months ended Jun. 30,2008, Tampa Electric paid United Maritime Group, formerly TECO Transpon Coporation, $19.1 million 
and $43.7 million, respectively, for the waterbome tran~portation services described above. For the three months and six months ended Jun. 30,2007, Tampa Electric 
paid TECO Transport $28.3 million and $52.3 million, respectively. 
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TAMPA ELECTRIC COMPANY 

In the opinion of management, the unaudited consolidated condensed financial StatementS include all adjustments that are ofa recuning nature and necessary to 
state fairly the financial position of Tampa Electnc Company as oflun. 30,2008 and Dee. 3 I ,  2007, and the results of operations and cash flows for the periods ended 
Jun. 30,2008 and 2007. The reesults ofoperations for the three months and six months ended lun. 30,2008 are not necessarily indicative of the results that can be 
expected for the enlire fiscal year ending Dec. 3 I ,  2008. References should be made to the explanatory notes affecfing the consolidated financial  statement^ conmined in 
Amendment No. I io Tampa Electric Company's Annual Repon on Form 10-K for the year ended Dec. 3 I, 2007 and IO the notes on pagm 31 -41 of this repon. 

INDEX TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS 

* 
26-27 Consolidrred Condensed Balance Sheets. Jun. 30,2008 and De&ZI.  2007 

Consolidated Condensed Slatements of lilcome and Cumorrhrlisive Income for the three month and six month wriods ended Jun. 30. 200X sild 211117 
2 8 ~ 2 9  

Consolidated Condensed Statemcntr ofcash  Flows h i  the SIX month Dcriods cndsd l u n .  30. Z00X and 2007 30 
N o m  I O  Con\olidsted Condensed Financial Statements 3141 
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TAMPA ELECTRIC COMPANY 
Canrolidated Condensed Balance Sheets 

Unaudited 

r r r m  
,m;ll;""s, 

Properly, plant and equipment 
Utility plant in service 

Elmnic 
Gas 

Construction work in pro- 
Property, plant and equipment, at original COSIS 

Accumulated depreciation 

Other propetty 
Total property, plant and equipment, net 

current .*sets 
Cash and cash equivalents 
Receivables, less sll~wance for uncalleetibks of $2.0 and $1.4 at Jun. 30,2008 and Dec. 31,2007, respectively 
h V e n t O e C S ,  a1 Werage COS1 

Fuel 
Materials and supplier 

CU-1 rSgUlalOV a S W S  

Current derivative assets 
Taxa reoeivable 
Prepayments and other current assets 

Totalcumtasses 
Deferred debits 

Unamonized debt expmse 

Long-term derivative &sets 
Other 

Total ~ s s e t s  

Long-term regulatory assets 

Total deferred debits 

16 5.375.0 
935.0 
364.8 

6,674.8 
(1,817.4) 
4,857.4 

4 5  
4,861 9 

60 I 
2x0 2 

78 6 
59 0 

138 5 
142 8 

16 8 
776 0 

__ 

23 6 
1845 
24 8 
13 0 

245.9 
$ 5,883 8 

h c .  J I ,  
IW7 

S 5,262.0 
911.4 
363.6 

6.543.0 

4,734.4 
4.5 

4,738.9 

11.9 
238.8 

66.2 
58.0 
67.4 

0.3 
2.9 

11.6 
457.1 

22.9 
186.8 

I .9 
11.7 

223.3 
$ 5,419.3 

(1,808) 

~ 

- 

- 
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TAMPA ELECTRIC COMPANY 
Consolidated Condensed Balance Sheets ~ continued 

Unaudited 

Lubililr. and Cqml Jun 10, l k c  31, 

C.piW 
,"#,,,,om, ZOO* 2007 

Common stock 
Accumulated other comprehensive loss 
Retained eamings 

Total csptai 
Long-term debt, less amount due within one year 

Current liabilities 
Total capitalization 

Long-term debt due within one year 
Notes payable 
Acco~n1s payable 
Customer deposits 
Current regulamry liabilities 
Current denvative liabilities 
C u m 1  deferred income taxes 
In t e re l  accrued 
Taxes accNed 
Other 

Deferred credits 
Total current liabilities 

Non-current defemd income taxes 
Investment tax credits 
Long-term derivative liabilities 
Long-term regulatory liabilities 
Other 

Toul deferred credits 
TOW liabilities and capital 

The accompanying notes are an integral pan of the consolidated condensed financial statements 

27 

$ 1,660.4 
(7.2) 

295.3 
1,948.5 

3,848.5 
1,900.0 

5.7 

316.1 
1429 
174.8 

2.2 
30 3 
39 4 
112 

122 6 

435 7 
11.2 
0.4 

611.1 
254.3 

1,312.7 
$ 5.883.8 - 

$ 1,510.4 
(5.0) 

i.8ni.c 
1,844.8 

295.6 - 
~ 

3,645.8 

5.7 

237.6 

35.4 

0.3 
23.5 
16.8 
11.3 

519.7 

407.5 
12.0 
0.1 

582.7 
251.5 

1,253.8 

25.0 

138.1 

26.0 

~ 

- 
~ - - 

686 



TAMPA ELECTRIC COMPANY 
DOCKET NO. 080317-El 
SCHEDULE NO. F-2 
PAGE 458 OF 506 

Table of Contents 

TAMPA ELECTRIC COMPANY 
Conralidnted Condensed Statements of Income and Comprehensive Income 

Unaudited 

(m!iNionr. a ~ i p i y r r  shore ~ m n m m m )  

Revenues 
Electric (includes franchise fees and gross receipts taxes of$21.5 in 2008 and $21 .0 in 2007) 
Gas (includes franchise fees and gross receipts taxes of$6.1 in 2008 and $6.0 in 2001) 

Total revenues 
Expenses 

Operations 
Fuel 
Purchased power 
Cast of nahrral gas sold 
Other 

Maintenance 
Depreciation 
Taxes, federal and sfate 
Taxer, other than income 

Total expenses 
Income fmm operations 
Other income 

Allowance for other funds used duing constluction 
Taxes, nm-utility federal and sfate 
Other income, net 

Total other income 

lntnest on long-term debt 
Other interest 
Allowance for borrowed funds used during eanstruction 

Interest charges 

Total interest charges 
Net l a w "  
Other comprehensive income, ne1 of tpx 

Net " l i d  gains m cash flow hedges 
Other comprehensive loss, net of tar 

Comprehensive laeame 

The accompanying notes arc an integral pan of thr  consolidatrd condensed iinancial statements 

28 

$ 546.0 
184.3 
730.3 
- 

176.2 
115.9 
133.8 
71.9 
32.3 
55.3 
26.4 
44.3 

656.1 
74.2 

I .7 

2.5 
3.6 

- 
- 

(0.6) 
___ 

30.2 
2.8 

(07) 
32.3 

16 45.5 

2.8 
2.8 

$ 48.3 

~ 

- 
- 

$ 544.7 
143.1 
687.8 

235.6 
69.5 
92.5 
68.3 
29.6 
57.3 
22.1 
44. I 

619.0 
68.8 

1.1 

3.7 
4.1 

(0.7) 

30 0 
3 2  

(0.4) 
32 8 

$ 40.1 

- 
~ 

$ 40.1 
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TAMPA ELECTRIC COMPANY 
Consolidated Candenred Statements of Income 

Unaudited 

,ru,,ionr, ex'w D l a r h m  nroum,, 

RWM"W 
Electric (includes franchise fees and gross receipts %axe$ of $40.4 in 2008 and $40.4 in 2007) 
Gas (includes fanchise fees and gross receipts taxes ofS13.6 in 2008 and $13.6 in 2007) 

Total n"en"eS 
Expenses 

Operations 
Fuel 
Purchased power 
Cost ofnaturai gas sold 
Other 

Maintenance 
Depreciation 
Taxes, federal and state 
Taxes, other than income 

Total expenses 
Income fmm operations 
Omer Income 

Allowance lor other funds used during consrmction 
Taxes, "an-utility federal and state 
Other income, net 

Total other income 

Interest on long-term debt 
Other interest 
Allowance for bonowed funds used during consewtion 

Interest charges 

Total intercst charger 
Net Income 
Other comprehensive loss, net of tax 

Net w l i m d  loss an cash flow hedges 
Other comprehensive IOSS. net of tax 

Comprehensive Income 

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

29 

Sir ncrnlhr ended Jun. 30, 
2008 2007 

6 1,007.4 $ 1,016.6 
363.3 312.1 

1,3707 1,328.7 

339.8 448.7 
197 8 123 I 
252 8 200.2 
143.1 125.7 
66.4 60.1 

I10 8 113.5 
41.0 39.7 
87 9 89 4 

1.2396 1,200 4 
131 1 128 3 

- 
~ 

3.0 
(0.9) 
4 0  6 5  
6 1  8 3  

61 6 58 a 
5 4  h n  

( 1 2 )  (1 1) 
65 8 63 7 

$ 714  S 12 9 - 
(2.2) ~ 

5 69.2 S 12.9 = 
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TAMPA ELECTRIC COMPANY 
Consolidated Condensed Statements of Cash Flows 

Unaudited 

(ni,,~"nl, 

Cash flows from operating setivitin 
Net income 
Adjusrments 10 reconcile nef inmme to net cash from operating aclivities: 

Depreciation 
Deferred income taxes 
Investment tax credits. n n  
Allowance far funds used during COnSrmction 
Deferred recovery clause 
Receivables. less aliowanm for uneollectibles 
Inventories 
Prep,lWe"tS 
Taxes accrued 
Interest accrued 
Accounts payable 
Gain on sale ofbusinesslassas 
Other 

Cash flows from operating activities 
Cnah f law from investing activities 

Capital expmdihlres 
Allowance for funds used during con~nu~ t ion  
Net proceeds f" sale ofbusiness 

Cash flows used in investing activities 
Cash flaws from financing aelivitirs 

Proceeds from long-term debt 
Commonstock 
Repayment of long-term debtRurchase in lieu of redemption 
Net deaease in shm-term debt 
Dividends 

Cash flows from financing activities 
Net incresse in cash and cash equivalents 
Cash and cash equivdenn st beginning of period 
Cash and cash equivalents at end of period 

F 71.4 

110.8 
55.0 
(0.9) 
(3.01 

(92.4) 
(41.4) 
(13.4) 

(5.2) 
25.5 

6.9 
93.5 

( 8 3 )  
(0.1) 

197.9 

(247.1) 
3 .O 
- 

(244.1) 

327.9 
150.0 

(286.7) 

(71.8) 
94.4 

(25.0) 

48.2 
11.9 

6 60. I 

$ 72.9 

113.5 
(15.0) 

(1.31 
(2.8) 
26.7 

(23.8) 
(29.5) 

(4.6) 
38.7 

4.6 
( 5 . 6 )  
(0.2) 
20.8 

194.4 

(232.7) 
2.8  
0.4 

(229 5) 

321 0 
- 

(75 0)  

(65 2) 
(48 0 )  

132.8 
97 7 
5.1 

$ I028 

The accompanying notes are an integral pan of the consoiidated condensed financial statements 
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TAMPA ELECTRIC COMPANY 
NOTES TO CONSOLIDATED CONDENSED FINANCIAI. STATEMENTS 

UNAUDITED 

I. Summary of Significant Accounting Palieies 

The significant accounting policies are as follows: 

Plinelples of Consolidition and Basis of Presentation 

Tampa Eleet"c Company is a wholly-omed subsidiary ofTECO Energy, Inc., and is comprised ofthe Electric division, generally refened to as Tampa Electric, 
and the Natural Gas division, generally referred to as Peoples Gas System (PGS). All Significant intercompany balances and intercompany t ran~act ion~ have been 
eliminated in consolidation. In the opinion of management, the unaudited consolidated condensed financial statements include all adjustments that are of a recumng 
nature and necessary lo ~ta fe  fairly the financial position of Tampa Electric Company and subsidiaries as ofJun. 30,2008 and Dec. 31,2007, and the  result^ of 
operations and cash flows for the periods ended Jun. 30,2008 and 2007. The results ofoperations for the three month and six month peiods ended Jun. 30,2008 are not 
necessarily indicative ofthe results that can be expected for the entire fiscal year ending Dec. 3 I, 2008. 

The use of cstimater is inherent in the preparation of financial Statements m accordance with generally accepted accounting principles (CAAPI. Actual results 
could differ from these estimates. The year-end condensed balance sheet data was derived from audited financial statements, however this quarterly repon on Form 10. 
Q does not d u d e  all year-end disclosures required for an annual repon on Form IO-K by GAAP in the United States ofAmerica. 

ReW"WE 

As of lun .  30, 2008 and Dec. 3 I .  2007, unbilled revenues of $52.3 million and $46.6 million, respectively, are included ~n the "Receivables" line item on the 
Consolidatcd Condensed Balance Sheets. 

Purchased Power 

Tampa Electric purchases power on a regular basis In meet the needs of 11s Customen. Tampa Electric purchased power from entities not affcllated with TECO 
Energy at a cost of PI 15.9 million and $197.8 million for the three months and SIX months ended Jun. 30,2008, respectively, compared to $69.5 million and $123.1 
million for the three months and six months ended Jun. 30,2007, respectively. Prudently incurred purchased power costs at Tampa Electric have historically been 
recoverable through Florida Public Service Commission (FPSC)-approved cost recovery clauses. 

Accounting for Franchise Fees and Gross Receipts 

The regulated utilities (Tampa Electnc and PGS) are allowed to recover from Customers cenain costs incurred through rates approved by the FPSC. The amounts 
included in wStomers' bills for franchise fees Bnd gross receipt taxes are included as revenues on the Consolidated Condensed Stalemcnts of Incame. These amounts 
totaled $27.6 million and $54.0 million, respectively, for the three months and six months ended Jun. 30,2008, compared to $27.0 million and $54.0 million, 
respectwely, for the three months and six months ended Jun. 30,2007. Franchise fees and gross receipt taxes payable by the regulated utilities are included as an 
expense on the Consolidated Condensed Statements of Income in "Taxes, other than income". These totaled $27.6 million and $53.8 million, respectively, for the three 
months and six months ended Iun. 30,2008, compared to $27.0 million and $53.9 million, respectively, for the three months and six months ended Jun. 30,2007. 

Cash Flows Related to Delivstivor and Hedging Aetivitior 

Tampa Electric Company classifies cash inflows and outflows related to derivative and hedging instruments in the appropriate cash flow sections associated with 
the item being hedged. For natural gas and ongoing interest rate swaps, the cash inflows and outflows are included in the operafing Section. Far inferest rate swaps that 
settle coincident with the debt issuance, the cash inflows and outflows are treated as premiums or discounts and included in the financing Section ofthe Conrolidated 
Candenred Statments of Cash Flows. 

2. New Accounting Pronouncements 

D i ~ e l o s ~ r e ~  about Derivstive Instruments and Hedging Actlvltis 

In March 2008, the Financial Accounting Standards Board (FASB) issued Statement of Financial Accounting Standards (SFAS) No. 161, Disclosurer ohoul 
Derivative I m l r u m ~ n l ~  ~ , , d H = d ~ i ~ ~ A ~ , i " i , i ~ . ~  (FAS 161). FAS I61 was issued to enhance the disclosure framework in SFAS No. 133, Accoimting/orDerivali"~ 
Instruments and Ifedging Acliviries (FAS 133). FAS 161 requires enhanced disclosures aboutthe purpose of an entity's derivative instruments, how derivative 
instrumem and hedged items are accounted for, and how the entity'r financial position, cash flows, and performance are enhanced by the derivative instruments and 
hedged items. The guidance in FAS 161 is effective for fiscal yeam and interim periods beginning alter No". 15, 2008. The company believes that FAS 161 will be 
material to its financial statement disclosures and we continue to evsluate the impact throush ifs adoption. 
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Additionally, in April 2008, lhe FASB revised Statement 133 Implementation ISSU~S Nos. I 1  and K4 to reflect the enhanced disclosures required by FAS 161 
The company does not believe these revisions will be material to its results ofoperntions. statement ofposition or cash flows. 

Statement 133 Implementstion Issue E23 

In January 2008, the FASB cleared Implementation Issue Hedging ~ Gemrol: lvvues Involving r b  Applicalio?i of !he Shortcut Method under Pompaph 68 
(Issue E23). Issue E23 amends FAS 133, paragraph 68 to include hedged items with trade dates diffenng from their settlement dates due to generally established 
conventions in the marketplace. This  allow^ companies to assume these commitments have no ineffectiveness in a hedging relationship, thus allowing use ofthe 
shortcut method for accounting purposes assuming all other conditions within the paragraph are met. 

Issue E23 also a l l ~ w ~  use ofthe shortcut method ifthe fair value ofan intprest rate swap is not zero at inception ofthe hedge as long as the swap was entered 
into at the relationship's inception, there was no Iran~acfion price ofthe swap in the company's principal or most advantageouS maAn, and the differmcc between the 
swap's fair value and tmnsaction price IS due to diffenng prices within the bid~ask spread betweon the entry transaction and a hypothetical exit tmsaction. 

The eflective date for Iswe E23 is for hedging relationships entered into on or after Ian. I ,  2008. The company does not believe Issue E23 will be material to its 
results of operations, ~tatement of position or cash flows. 

Noneontrolling ln tere~h  In Consolidated Financial Statements 

In December 2007, the FASB issued SFAS No. 160, Noacoaroilin~ h f e r r ~ n  in Consoiidoted Fininoncini Sroienimis (FAS 160). FAS 160 was issued to improve 
the relevance, comparability and transparency of the financial information provided by requinng: o m e n h i p  interests be presented in thc consolidated statmen: of 
financial position separate from parent equity; the amount Dfnet income attributable 10 the parent and the n~ncontrolling interest be identified and presented on thc face 
of the consolidated statement of income; changes in the patent's ownership interest be accounted for consistently; when deconsolidaring, that any retained equity 
interest be measured at fair value; and that sufficient disclosures identify and distinguish bctween the interests of the parent and nmcontmlling owners. The guidance in 
FAS Ih0 is effective for fiscal years beginning on or afler Dec. 15,2008. The company is cul~ently assessing the impact of FAS 160, but does not believe it will be 
matenal to its results of operations, Statement ofposition of cash flows. 

Business Combinations (Revised) 

In December 2007, the FASB issued SFAS No. 141 R, Business Combinations (FAS 141R). FAS 141 R was issued to improve the relevance, repre~entatione.1 
faithfulness, and comparability of infomation disclosed in financial Statements about business combinations. FAS 141R establishes principles and requirements lor 
how thc acquirer: I )  recognizes and measures the assets acquired, liabilities assumed and any non-controlling interest in the acquire; 2) recognizes and measures the 
goodwill acquired; and 3) determines what inlormatian to disclose for users of financial statements to evaluate lhe effects ofthe business combination. The guidance in 
FAS 141R is effective prospecli\,ely for any business combinations for which the acquisition date is on or after the beginning of the fin1 annual reponing period 
beginning on or aRer Dec. 15,2008. The company will assess the impact of FAS 141R in the event it enten into a business combination far which the expected 
acquisition date is subsequent to the required effective date. 

Offselting Amounls Related to Certain C o n t i a ~ l ~  

In April 2007, the FASB issued FASB SaR Position (FSP) FIN 39-1. This FSP amends FASB Interpretation NO. 39, Uffsenins ufAniounir ReloredIo Crnuin 
Contracis by allowing an milty to offset fair value amounts recognized for the right to reclaim cash collateral (a receivable) or the obligalion to retum cash collateral (a 
payable) against fair ~ l u e  amounts recognized for derivative ins tm"tS  executed with the same counterparty under a master netting arrangement. The guidance in this 
FSP is effective for fiscal years beginning afim No". IS, 2007. The company adopted this FSP effective Ian. I ,  2008 and set a policy to offset fair value amounts 
recoplized with cash ~ollateral received or cash collateral paid under master netting agreements. At Iun. 30, 2008, the company had received cash collateral in the 
amount of$0.5 million 

Fair Value Option For Finaneirl A S P ~ E  and Finandal Lhb 

In February 2007, the FASB issued SFAS No. 159, The Fan Value OplionJbr Financiul ASFOS ond FInmciol Liabilities ~ l n d v d i a  on omendnirnt ofFASB 
Slafnnent No. 115 (FAS 159). FAS I59 permits entities to choose to measwe many Rnancral in~truments and certain other items at fair value that a ~ e  not currently 
required to be measured at fair value. The objective of FAS 159 is to providc opportunities to mitigate volatility in reponed eamings caused by measuring related assets 
and liabilities differently without having to apply hedge accounting prvi5ims. FAS I 59  is effective for fiscal years beginning aher No". 15.2007. The company 
adopted FAS I59 effective Jan. I, 2008, but did not elect to measure any financial instmmentr a1 fair value. Accordingly, its adoption did not have any effect on its 
results of operations, statement ofposition or cash flows 

Fair Value Measurements 

In Scptember 2006, the FASB issued SFAS NO. 157, Fair Vdur Measurm"is (FAS 157). FAS I57 defines fair value, establishes a hamework for measuring 
fair value under generally accepted accounting principles, and expands disclosures about fair value mca~urements. FAS 157 emphasizes that fair d u e  is a  market^ 
based measurement, not an mtity-rpecific measurement, and states that a fair value measurement should be detcrmined based on the assumptions lhat market 
panicipantr would use in pncing the assel or liability. FAS 157 applies under other accounting pronwncemcnts that require 07 permit fait value measurements. 
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FAS 157, among other things, requires the company to maximize the use ofobservable inputs and minimiz the USE of unobservable inputS when meas"+ fair 
value, and specifies a hierarchy of valuation techniques based on whether the inputs to those valuation techniques are observable or unobservable. FAS I57 defines the 
following fair value hierarchy, based on these two typcs of inputs: 

Le!& ~ Quoted prices for identical insfmmenfs in active markets 

model derived valuafion~ in which all significant inputs and significant value drivers are observable in active markets. 

&%U ~ Model derived valuations in which one or more Significant inputs or slgnifcant value drivers are unobservable. 

~ Quoted pnces for similar instmments in active markets: quoted prices for identical or similar instruments in markets that are not active; and 

The effective date was for fiscal yeam beginning after No". 15,2007. In November of 2007, the FASB informally granted a one ycxr defeml far non-financial 
assets and liabilities. In Febmary 2008, the FASB issued FSP 151-2 which formally delayed the eflective date ofFAS I 57  to fiscal yean beginning after No". 15,2008 
This FSP is applicable to non-financial assets and liabilities except for items that are required to be recognized or disclosed at fair value at least annually in the 
company's financial statements. AS a result, the company adopted FAS 157 effective Jan. I ,  2008 far financial assets and liahilities. See Note 12, Fair Value 
Measurements 

Additionally, the FASB issued FSP 157-1 in February 2008 to exclude SFAS 13, Accounr;&br Leores, and related pronouncements addressing lease fair value 
measurements from the scope of FAS 157. Assets and liabilities assumed in a business combination are not covered under this scope exception. The effective date of 
this FSP coincides xith the adoption af  FAS 157. 

The company will continue to evaluate FAS I57 for the remaining non-financial zssets and liabilities to be included effective Jan. I ,  2009. The company does 
not believe applying FAS I57 to the remaining non~financial assets and liabilities will he material to i ts reesuI1s ofopemtions, statement of position or cash flows. 

3. Regulatory 

Cast Recovery - Tampa Electric Company and PGS 

Tampa Electric Company and PFS recover the cost of fuel, purchased power, eligible environmental expenditures and conservation through cost rccovcry 
clauses that are adjusted on an annual basis. As pan ofthe regulatory process, i t  is reasonably likely that third parties may intervene in various mallets related to fuel, 
purchased power, environmenfal and conservation cost recovery. 

SO, Emission Allowances 

The Clean Air Act Amendments of I990 (Clean Air Act) established SO, allowan~es 10 manage the achievement of SO, emissions requirements. The legi~lnlon 
also established a market-based SO: allowance trading component. 

An allowance authorizes a utility to emit one ton of SO,during a given year. The Environmenfal Pmtection Agency (EPA) allocates  allowance^ to ulilitie~ based 
on mandated emissions reductions. At the end afeach 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 for use in eurrcnf or future yean. In addition, the EPA withholds a small percentage ofthe annual 
SO: allowances it allocates tu utilities for auction sales. Any resulting auction prrcceds are them forwarded to the respectivc utilities. Allowances may not be used for 
compliance prior to the calendar year for which they are allocated. Tampa Elecliic account~ 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 of sale, approximately 95% of which accmes to retail mstomm through the environmental cost 
recovery clause. These gains are reflected in "Revenues-Regulated electric and gas" on the Consolidated Condensed Statements of Income. 

Ova the yeam, Tampa Electric has acquired allowances through EPA allocations. Also, ovci 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 Eleeliic brought about by envimnmentll actions 
taken by the company under thc Clem Air Act. 

miillon and $2.0 million, respectively. During the three months ended lun. 34,2007, approximately 35,000 a l lowan~e~  were sold resulting in proceeds of $1 7.5 million. 
Thcrc were no SO: alloumces sold in the first qumer of 2007. 

During the three months and six months ended lun. 30,2008, approximately 2,500 and 5,000 sllowan~es were sold, respectively, resulting in proceeds of $ 1  .O 
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Regulatory Asseta and Liabilities 

Tampa Electric and PGS maintain their accounts in accordance xith recognized policies ofthe FPSC. In addition, Tampa Electric maintains 11s accounu in 
accordance with recognized policies premibed or permitted by the Federal Energy Regulatory Commission (FERC). 

Tampa Eleclnc and PGS apply #he accounling treatmen1 permitted by SPAS No. 71, Accounting fhr the Ef/ECts of Cenain Types o/Rep/ation (FAS 71). Are= 
ofapplicability include: deferral of revenues under spproved regulatory agreemenu: revenue recognition resulting from EOSI recovery clauses that promde for monthly 
billing charges lo reflect increases 01 decreases in fuel, purchased power, ~onsewatm and envimnmental cos% and Ihc defenal ofcosts as regulatory a ~ ~ e t ~  to the 
period that the regulatory agency recognizes them when cost rccovery is ordered over a period longer than a fiscal year. Dewils ofthe regulatory assets and liabilities as 
oflun. 30,2008 and Dec. 3 I ,  2007 are presented in lhe following table: 

Regulatory lax as%?'' 

Other: 
cos1 recovery ClaUSeS 

Postretirement h e f i i  asset 
Defmed bond refinancing COSIS':' 

Envimnmental remedialla 
Competitive rate adjunment 
Other 

Told other rqulatmy assets 

Total regulatory assets 
Less: Current ponion 
Long-term reg"lBt0ry assas 
Regulatory liabilities: 

Regulatory tax liabiliy" 

Other: 
Defmed a l l o w m ~ e  auction credits 

Environmental remediation 
Transmission and delivery slom reserve 
Defmed gain on propew sales"' 

Aceumulated reserve~cost of removal 
Other 

cost  recovq clauses 

Total olher regulatory liabilities 
TOM reslatory liabilities 
Less: Current pofiion 
Long-term regulalory liabilities 

(1 ) 
(2) 
( 3 )  

Related to plant life and derivative positions. 
Amonized over the term ofthe related debt instrument. 
Amonized over a 5-year period with various ending dater. 
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1188 4 7 2  
947 9 7 5  

236  255  
11.4 114 
4.7 5.4 
4.8 4.7 

258.0 191 7 
323.0 254.2 

-- 
_ _ -  

1385 6 7 4  
$ 1 8 4 5  $ 1 8 6 8  
_ _ -  
=_ -  

5 185 $ 188 -- 
0.1 0. I 

180.7 18.9 
11.4 11.4 

3.7 4.7 
22.3 20.3 

548.7 543.5 
0.5 0.4 

767.4 599.3 
785.9 618.1 
174.8 35.4 

16 611.1 $ 582.7 

-- -- 
_ _ -  
-__. 
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All regulatory assets are being recovered through the regulatory process. The following table further details our regulatory assets and the related recovery 
oeriods: 

RIL"I.my ..sell 

l u n  30, Dec. 31, 
2008 1007 ,",i,tiO"S, 

IE 123.5 $ 52.6 Clause recoverable" 

99.0 101.7 Eaming a m e  of retum"' 

65.0 62.5 Regulatory tax ~sscta", 

35.5 37.4 Capital stmcture and other" 

Total $ 323.0 S 2542  

( I )  
(2) 
(3) 

-- 

~~ -- 
To he recovered through cost recovery clauses approved by the FPSC on a dollar for dollar basis in the next year. 
Ptimatily reflectr allowed working capital, which is included in rate base and cams an 8.2% rate of retum as permitted by the FPSC. 
"Regulatory tax assets" and "Capital stmctwe and other'' regulatory assets have a recoverable p e t i d  longer than a fiscal year and are recognized over the period 
authorized by the regulato~ agency. Also included are unamortized loan costs which are amortiwd over the life of the related debt itwtrumenfs. See footnotes I 
and 2 in the ptior lable for additional information. 

4. Income Taxes 

Tampa Electtic Company is included in the filing ofa consolidated federal income tax mum with TECO Energy and its affiliates. Tampa Electric Company's 
m o m  tax expense is based upon a separate retum computation. Tampa Electtic Company's cffeclive fax rates for the six months ended Jun. 30,2008 and 2007 differ 
from the statutory rate principally due to state income tares, amortization of investment tax credits and the domestic activity production deduction. 

The lntemal Revenue Service (IRS) concluded its examination of the company's consolidated federal income tax returns for the yeam 2005 and 2006 duting 
2007. The U.S. federal statute of limitations remains open for the year 2007 and onward. Yean 2007 and 2008 are currently under examination by the IRS under the 
Compliance Assurance Program, a program in which TECO Energy is a participant. TECO Energy does not expect the ~cftlement of current IRS examinations to 
significantly change the total amount of unrecognized tax benefits by the end ofZ008. State jurisdictions have stahltes o f  limitations generally ranging f" three to five 
years from the filing ofan income tax mum. The state impact ofany federal changes remains subject to examination by various states for a peiod of up to one year 
afler formal notification to the states. Years still open 10 examination by lax authorities in major statc jurisdictions include 2004 and onward. 

The company does not currently have any uncertain tax positions and does not anticipate that the total amount of unrecognized tax benefits will significantly 
increase or decrease by the end of2008. 

5. Employee Postretirement Benefits 

Tampa Electtic Company is a participant in the comprehensive refiremen1 plans of T K O  Energy. Efkt ive  Jan. I, 2004, Tampa Electtic Company adaptcd FAS 
132R (rcuised 2003). E m ~ I ~ , " ~ ~ ~ ' D I ~ ~ I ~ ~ ~ " ~ ~  about Pensions and Other Posrreiirenmf Benc/iIs. on ontouimenr ofFASB Stalemenl~ No. 87, 88 ond 106,  with no 
material effect. No significant changes have been made to these benefit plans since Dec. 31,2003. 

Amounls allocable to all participants of the TECO Energy retirement plans are found in Note 5, Employee Postretirement Benefits, in the TECO Energy, Inc. 
Nates lo Consolidated Condensed Financial Statements . Tampa Electtic Company's portion ofthe net pension expense for the three months ended Jun. 30,2008 
and 2007, respectively, was 52.1 million and 53.5 milimn for pension benefits, and $3.5 million and 53.6 million for other postrelirement benefits. Far the six months 
ended Jun. 30,2008 and 2007, respectively. net pension expense was $4.2 million and 57.0 million for pension benefits, and S7.0 million and $7.3 million for other 
postretirement benefits. 

Included in the bcncfit expenses discussed above, for the three months and six months ended Jun. 30,2lM8, Tampa Ele~tric Company reclassed $ I  .4 million and 
$2.8 million, respectively, of unamortized transition obligation, ptiar service cost and actuatial losses hom regulatory assets to net income compared to $2.5 million and 
$5.0 million, respectively, for the same periods ended Jun. 30,2007. 

For the fiscal 2008 plan year, TECO Energy assumed an expected long-term retum on plan assets of 8.25% and a discount rate of 5.90% for pension benefits 
under Its qualified pension plan 8s ofits Dec. 4,2007 remeuurement date; a discount rate of 5.90% for its SERP benefits as of its Jan. I ,  2008 remeasurement date; and 
a discount rate of 6.20% for other postretirement benefits at its Sep. 30, 2007 measurement date. AS a result of the Dec. 4, 2007 and Jan. I, 2008 remeasurements. total 
benefit obligations for the pension plans increased $18.5 million. 
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6. Short-Term Debt 

At Jun. 30, 2008 and Dec. 3 I .  2007, the following credit facilities and related borrowings existed: 

C.Pdl, F.EIII,,<. Jun 30,200B 

I -yearaccounts receivable facility 
n t a i  

( 1  1 Borrowings outstanding are reported as n o m  payable. 

These credit facilities require commitment fecs ranging from 9.0 to 17.5 hasis pomts. The weighted-average interest rate on ouatanding amowlis payable under 
the credit facilities at Dec. 31,2007 was 4.76% There were no borrowings outstanding as ofJun. 30,2008. 

7. Long-Term Debt 

Ismsuonie of Tompo Electric Conip" 6.10% Noim due IOIB 

On May 16, 2008, Tampa Electric Company issued $150 million aggregate principal amount of 6.10% Notes due May I S ,  201 8. The 6.10% Notes were sold at 
par. The offering resulted in net pmceeds to the Company (afler deducting underwifing discounts and commissions and estimated offering expenses) of appmximately 
5148.1 million. Net proceeds W C T ~  used for general corporate purposes. Tampa Electric Company may redeem all or any pan ofthe 6.10% Notes at i ts  option at any 
time and from time to time at B redemption price equal to the greater of(i)  100% ofthe principal amount ofthe 6.10% Notes to be redeemed or (ii) the present value of 
the remaining payments of principal and interest 00 the 6.10% Notes to be redeemed, diScounled at an applicable treasury rate (as defined in the applicable indenture) 
plus 35 hasis points: in either cae, the rcdemption price would include accrued and unpaid interest 10 the redemption date. 

On May 15,2008, in  connection with this debt offering, Tampa Electric Company settled interest rate swaps entered info in 2007 for $I I .8 million, coincident 
with the related May 2008 debt issuance. The cash  outflow^ related to this ~eftlement are netted with the proceeds from the debt offering in the financing section ofthe 
Consolidated Condensed Statement of Cash Flows and are recorded in "Accumulated other comprehensive income" on the Consolidated Condensed Balance Sheet. 
These amounts will be reclassified to interest expense over the IO~year term of the related debt, resulting in an effective interat rate of 6.89%. 

Remorkdng and Repurchme in Lim ofRedemption o/Tampa Electric Compan).'~ Tar-Exempr Auction Rote Bond3 

On Mar. 19, 2008, the Hillsbomugh County Industrial Development Aulhority (HCIDA) remarketed $86.0 million P~llution Cmtml Revenue Refunding Bonds 
(Tampa Electric Company Project), Series 2006, in a fixed-rate mode pursuant IO the terms ofthe Loan and Trust Agreement governing those bonds. The bonds. which 
previously had been in auclim rate mode, bear intcresl at 5.00% per annum and are subject to mandatory tender for purchase on Mar. 15,2012 from the praceeds o f a  
remarketing of the bonds. Tampa Electric Company is responsible for payment ofthe interest and principal associated with the bonds. Regularly scheduled principal 
and interest when due are insured by Ambac Assurance Corporation, as more fully described in Amendment No. I to the company's Annual Repon on Form 10-K for 
the year ended Dec. 3 I ,  2001. 

On Mar. 26,2008, Tampa Electric Company purchased in lieu ofredemption $75.0 million Polk County Industrial Development Authority (PCIDA) Solid 
Waste Disposal Revenue Refunding Bonds (Tampa Electric Company Project), Series 2007 and $ 1  25.8 million HCIDA Pollution Contml Revenue Refunding Bonds 
(Tampa Electric Company Project), Senes 2007A, B and C (collectivrly, the "2007 Bonds"). A180 on that date, the hrurance Agreement dated as ofJul. 27,2001 with 
Financial Guaranty Insurance Company, pursuant to which Financial Guaranty Insurance Company issued a financial guaranty insurance policy for the HClDA 
Pollution Control Revenue Refunding Bonds (Tampa Electric Company Pmject), Series 2007A, Band C (the "2007 HCIDA Bonds"), was terminated. The company 
also entered into a corresponding First Supplemental Loan and T w t  Agreement regarding the removal of the bond insurance on the 2W7 HCIDA Bonds. ARer these 
changes to the 2007 HCIDA Bonds, the company remarketed the $54.2 million Series A and the $51.6 million Series B 2007 Bonds in long term interest rate mdes.  
The $54.2 million Series A bonds, which previously had been in auction rate mode, bear interest at 5.65% pe7 annum unfil maturity on Mar. IS,  2018. The $SI .6 million 
Serien B bunds, which previously had bcen in auction rate mode, bear interest at 5.15% per annum and will be subject lo mandatory tender on Sep. I, 201 3 f" the 
proceeds of a remaheling of the bonds. Tampa Electric Company is responsible for payment ofthe inlerest and principal associated with the 2007 Bonds. 
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As a result of these transactmns, $95.0 million of the bonds purchased in lieu of redemption were held by the trustee at the direction ofTampa Elcctnc Company 
as of Jun. 30,2008 (the "Held Bonds") to provide an opporiunity to evaluale refinancing allematives. The Held Bonds effectively offset the outstanding debt balances 
and are presented net on the balance sheet. 

8. Commitments and  Contingencies 

L q d  Contingencies 

From time 10 time Tampa Electric Company and its subsidiaries are involved in mrious legal, tax and regulatory proceedings before various coufifs, regulatory 
commiSSionS and govemmental agencies in the ordinary courre of its business. Where appropiale, acfmals are made in accordance with FAS Nu. 5, accoun,;ngfor 
ConIingencies , to  provide for matters that are probable ofresulting in an estimable, material loss. While the outcome of such proceedings is uncertain, management 
does not believe that their ultimate resolufion will have a material adverse effect on the company's re.csuIts ofoperations or financial condition. 

Superfund and  Former Manufactured Gas Plant Sites 

Tampa Electric Company, through its Tampa Elect<c and Peoples Gas divisions, is a potentially responsible party (PUP) for certain superfund sites and, through 
Its Peoplcs Gas division, for certain former manufachlnd gm plant sites. While thejoint and scvcral liability associated with these Sites presents the potential for 
significant response costs, as oflun. 30,2008, Tampa Electric Company has estimated i ts ulfimale financial liability lo be approximately $1 I .5 million, and this amounc 
has been accrued in the company's financial statements. The environmental remediatian costs associated with these sites, which are expected to be paid over many 
years, are not cxpected IO have a significant impact on cuslomer prices. 

The estimated  amount^ represent only the estimated portion ofthe cleanup costs annbutable IO Tampa Electric Company. The e~timaler to perform the work are 
based on ~ c t u a l  estimates obtained fram antrctws,  or Tampa Electric Company's enpenence with similar work adjusted for site specific conditions and agrgmenti 
with the respective govemmenlal agencies. The estimates are made in current dollars, are not discounted and do not assume any insurance cecoueries. 

Allocation of the responsibility for remediation costs among Tampa Electric Company and other PRPs is based an tach party's relative ownership interest in 07 

usage of a site. Accordingly, Tampa Electne Company's share ofremediation costs varies with each site. In virtually all instances where other PRPs are involved. those 
PRPs are considered creditworthy. 

Factors that could impact lhhese estimates include the ability of other PUPS lo pay their pro~rata poriion of the cleanup costs. additional testing and investigation 
which could expand the scope ofthe cleanup activities, additional liability that might arise from the cleanup activities themselves and changes in laws or regulations 
that could require additional remediation. These costs are recoverable through customer rates established in subsequent base rate proceedings. 

Gunrantees and Lcners of Credit 

At Jun. 30,2008, Tampa Electnc Company was not obligated under guaranlees or letters afcredit for the benefit of third parties, including entities under 
comman control. At Inn. 30,2008, TECO Energy had provided a fuel purchase guarantee an behalfafTampaElectnc Company in the face amo~nf of$20.0 million. 

Finsneial Covenants 

In order to utilize its bank crsdit facilities, Tampa Electnc Company must meet certain financial le$& 85 defined in the applicable agreements. In addition, 
Tampa Electric Company has cenain resrnctive  covenant^ in specific agreements and debt instmments. At Jun. 30, 2008. management believes that Tampa Electnc 
Company was in compliance with applicable financial covenants. 

9. Related Parties 

In October 2003, Tampa Electric signed a five-year contract renewal with a then affiliated company, TECO Transport. for integrated whterbome fuel 
t r a n ~ p ~ m t i o n  sewices e f f e ~ t i ~ ~  Jan. I ,  2004. The contra~t EIIIS for inland nver and ocean transportation along with river terminal storags and blending SerYifeS for up 
to 5.5 million tons ofcoal annually through 2008. TECO Transport was sold 10 an unafftliated third-pany on Dec. 4,2007. For the three months and six months ended 
Jun. 30,2008, Tampa Electric paid United Mantime Group, formerly TECO T~anspart and now an unrelated entity, $19. I million and $43.7 million, respectively. For 
the three months and six months ended lun. 30,2007, Tampa Electric paid TECO Transport $28.3 million and $52.3 million, respectively. 
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10. Segment information 

,",illinlS, 

2008 
Three w n t h s m d d J u n .  30. 

Revenues - entemal 
Sales to affiliates 

Total revenues 
Depreciation 
Total interest charges 
Provision for as 
Ne1 income 

Revenues - extemal 
Sales to affiliates 

Total weyenues 
Depreciation 
Tolal intere~t charges 
Provision for t a m  
Net income 

2007 

Sm munrhx mdmJxlm. 3 0  
2W8 

Revenues ~ extemal 
Sales to aftilistes 

Total revenues 
Depreciation 
Total interest charges 
Provision for Lzxff 
Net income 

Total assets at Jun. 30, ZOO8 
1007 

Revenus - exfemal 
Sales to affiliates 

Total revenues 
Depreciation 
Total interest charges 
Provision for taxes 
Ne1 incame 

Total assets at k c .  31,2007 

Tampa 
Elecrr!c 

$ 545.7 

546.1 
45.0 
27.9 
23.6 

$ 40.2 

$ 544.3 
0.4 

544.7 
47.3 
28.5 
19.4 

$ 34.7 

0.4 

$ 1,006.9 
0.7 

1,007.6 
90.2 
57.3 
32.1 

$ 56.1 ___ 
5,oM).J 

$ 1,015.7 
0.9 

1,016.6 
93.7 
55.3 
30.4 

$ 56.5 
$ 4,672.5 

~ 

- 

PWpl<,7 
car 

$ 184.3 

184.3 
10.3 
4.5 
3.4 

$ 5.3 

6 143.2 

- 

- 
143.2 
10.0 
4.3 
3.4 

$ 5.4 

$ 363.3 - 
363.3 
20.6 

8.7 
9.8 

$ 15.3 
S 836.1 

$ 312.4 

312.4 

8.4 
10.3 

$ 16.4 
$ 754.3 

- 

19.8 

0.3 
730.3 
55.3 
32.3 
27.0 

$ 45.5 

$ 687.5 
0.3 

687.8 
57 3 
32 8 
22 8 

$ 40 I 

$ 1.370.2 
0.5 

1.370.7 
110.8 
65.8 
41.9 

$ 71.4 
$ 5,883.8 

$ 1.328.1 
0.6 

1,328.7 
113.5 
63.7 
40 7 

$ 72 9 
6 5,1193 

11. Derivatives and Hedging 

AI lun.  30, 2008 and Dcc. 3 I, 2007, Tampa Electric Company and its afil iates had derivative assets (current and no"-current) tofaling $167.6 million and $2.2 
million, respectively, and had derivative liabilities (current and non-current) totaling $0.4 million and $26.1 million, respectively. As B result of applying the provisions 
of FAS 71, the changer in value of natural gas derivatives are recorded as regulatory assets or liabilities to reflect the impact ofthe fuel recovery c l a u ~ e  on the nsks of 
hedging activities (sse Note 3, Rgulatory ). Dunng the second quaner of2008, interest rate swaps related to debt issued were settled. These swaps were desisated as 
cash flow hedges and as such the remaining afler~tax balance of $7.2 million will be reclassed out ofaccumulated other comprehensive income into interest expense 
overthe lifeafthedebt. 

Based on the fair values of derivatives at Jun. 30,2008, net prelax gains of9142.8 million are expected 10 bc reclassified from regulalory as~cts to the 
Consolidated Condensed Statements of Income within the next twelve months. However, these amounts and other future reclassifications from regulatory assets or 
liabilities will fluchlrlfe with movements in the underlying market pkce ofthe derivative instruments. Thc company does not currently have any cash flow hedges for 
transactions forecasted to lake place in periods Subsequent 10 2010. 
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I?.. Fair Valve Measuremenu 

In September 2006, the FASB issued SFAS No. 157, Fair Volue Measurerrien,~ (FAS 157). FAS 157 defincs fair value, establishes a framework for measuting 
fair value under generally accepted accounting ptinuiples, and expands disclosures about fair value measurements. FAS 157 emphasizes that fair value is a market- 
based measurement, not an entity-specific measurement, and slates thal a fair value measurement should be detemincd based on the assumptions that market 
panicipants would use in p"cing the asset or liability. FAS 157 applies under other accounting pronouncements that require or permit fair value measurements. 

FAS 157, among other lhings, requires the company la maximize the use of observable inputs and minimiz the use of unobservable inputs when measuting fair 
value. It a160 requires recognition of trade-date gains related to certain detivative t r a n s d o n s  whose fair value has been determined using unobservable market inputs. 
This guidance supersedes the guidance in Emerging Issues Task Force Issue No. 02-3, h u e s  lnwrlvrdin Accounling for Deriwriw Conflacl~ Held/or Trading 
Purp0.m and Conlraclr Involvedin €ne- Trmdimg ondllisk Management Ac1ivifie.v (EITF Issue 02-31. which prohihifed the recognition aftrade~date gains for such 
derivative transactions when determining the fair value of instmmrnts not traded in an active market. 

On No". 14, 2007, the FASB reaffirmed its position that companies will be required 10 implement the smdard for financial assets and Ihabilities, as well as far 
any other a s e l ~  and liabilities that are carried st fair value on a reaming basis in financial Statements. The FASB did, however, provide a one year deferral for the 
implementation of FAS 157 far other non-financial assets and liabilities. Effective Jan. I ,  2W8, the company adopled FAS 157 for financial assets and liabilities that 
are camed at fair value on a recurring basis. 

FAS I57 is applied prospectively as of the first intenm period for the fiscal year in which it i s  initially adopted, except for limited retrospective adoption for the 
following three items: 

The valuation of financial instruments using blockage factors; 

Financial instuments that were measured at fair value using the lransaction price (as indicated in EITF Issue 0 2 ~ 3 ) ;  and, 

The valuation ofhybrid financial instruments that were measured at fair value using the transa~tion price (as indicated in FAS 155). 

The impact ofadoption in these areas would he applied as a cumulative-effect adjustment to opening retained earnings, measured as the difference between the 
carrying amounts and the fair valuer ofrelevant  asset^ and liabilities at the date ofadaption. Tampa Electric Company does not have any oflhe three aforementioned 
items, and therefore no transition adjustment was recorded. 

Fair Value Hiersrehy 

FAS 157 spsifien a hierarchy of valuation techniques based on whether the inputs to those valuation techniques arc observable or unobservable. In accordance 
with FAS 157, these two types of inputs have created the following fair value hierarchy: 

~ Quoted prices are available in active markets for identical assets or liabilities as ofthe reponing date. Active markets are those in which 
transactions for lhe assel BY liability OCEW in sufficient frequency and volume to provide pricing information on an ongoing basis. Level I ptimarily consists 
of financial inst~ments such as exchange-traded derivatives, listed equities and U S .  govmmenl treasury securities. 

&y& - Pricing inpuls are other than quoted prices in aciive markets included in Level I ,  which are either directly or indirectly observable as ofthe 
reponing date. Level 2 includes those financial i n ~ l ~ m e n t ~  that are valued using models or other valustion methodologies. These models are primarily 
industry-standard models that consider various assumptions, including quoted forward prices for commdilies, time value, volatility factom, and current 
market and c~nfractual prices for the underlying instruments, as well as other relevant economic measures. Substantially all of these assumplions are 
observable in the marketplace throughout the full 1%- of the instrument, can be derived from observable data or are supponed by observable levels at 
whlch t r ama~t ion~  are executed in the markerplace. l n ~ t ~ m e n t ~  in this category include non-exchange-traded detivalives such as OTC forwards, options 
and repurchase agreements. 

Level 3 - Pricing inputs include significant inputs that are generally not observablc in the marketplace. Thlhesc inputs may be used with intemally developed 
methodologies that result in management's best estimate of fair value. Level 3 in~truments include lhose thal may be more structured or otherwise tailored 
to customers' needs. At each balance sheet date, the company performs an analysis of all instruments subject to FAS I57 and includ- in Level 3 all of 
those whose fair value is based on significant unobservable inpuw 

This hierarchy requires the use of observable market data when available. 
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Determination of Fair Value 

The company measures fair value using the procedures set forth below for all assets and liabilities measured at fair value that were previaurly c a n i d  at fcir 
value pursuant to other accounting midelines. 

W e n  available, the company uses quoted market prices on assets and liabilities traded on an exchange to determine Fair value and classifies such item as Level 
I .  In some cuss whne a market exchange pnce i s  available, but the assel$ and liabilities art traded in a secondary market. the company makes use ofacceptable 
practical expedients to calculate fair value, and classifies such items as Level 2. 

If observable tmmctions and othn market data are not available, fair value i s  based upon intemally developed models that use. when available, curre111 markel- 
based or independently~sourced market paramelem such as interest rates, currency rates or option volatilities. Items valued using intemally generated models are 
classified according to the lowest level input or value driver lhat is most significant to the valuation. Thus, an item may be classified in Level 3 even though there may 
be significant inputs that ale readily observable. 

Vnluation Techniques 

FAS I57 describes three main approaches to measuring the fair value ofassets and liabilities: 

1) Market Aoeruach -The market appmach uses prices and other relevant information generated by market Iransactions invoking identical or comparable assets or 
liabilities (including a business). The market approach includes the use of matrix pricing. 

2) hicame Amroach - The income approach uses valuation techniques to convert future amounts (for example, cash flows or eamings) to a single present amount 
(discounted). The measuiement is based on the value indicated by current market expectations about thore future amounts. 

31 Cos1 Amroach -The cost appmach is based on the amoynt that currently would be required to replace the service capacity ofan asset (often refemed IO as current 
replacement cost). The cost approach assumes that the fair value would no1 exceed *,hat it would cos1 a market panicipanl to acquire or constmct a subrritutc asset of 
comparable utility, zdjustcd for obsolescence. 

Items Measured a t  Fair Value on a Recurring Basis 

The following table sets fonh by level within lhc fair value hierarchy the company's financial assets and liabilities that were a~counted for at fair value on a 
recurring basis as oflun. 30,2008. As required by FAS 157, financial assets and liabilities are classified in their entirety based on the lowest level of input that i s  
significant to the fair value mea~urement. The company's a~ses~menf ofthe significance o f a  particular input 10 the fair value measurement requires judgment, and may 
affect the valu~tion of fair value assell and liabilities and their placement within the fair value hierarchy levels. For all assets and liabilities presented below the market 
approach was used in delemining fair value. 

Reclmin8 DetiwHve Fair Vdue Measures AI fairvrvrluras oflurr IO. 2008 

Le".,, __ lnv, I LmdJ  __ Told 
&& 

Natural gas swaps 
Total 

Natural gas swaps 
Total 

u&g& 

$ I 6 7 6  
S 1610 $ - $ 1616 

$ 0 4  S - $ 0 4  
$ 0 4  

__ $ - $ 1676 $ ~ 

s 

0 

- 
-=_ 

- - 
16 - IE 04-- - -- 

Natural gar swaps are over-lhc~counln swap instmmenls. The primary pricing inputs in determining the fair value ofnatural gas swaps are the New York 
Mercantile Exchange (NYMEX) quoted closing prices of exchange-traded instruments. These priecs are applied lo  the notional amounts of active positions 10 determine 
the reponed fair valuc. 
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Assets Measured at Fair Value on a Recurring Basis Using Unobservable Inputs &eve1 3) 

,E" ,",lll""", 

Transfers to Level 3 
Change m f s r r m k e t  value 
Included m earnings 

Transfen to Level 3 

Settled 
included in e m m s  
B ~ I ~ ~ ~ ~  at 30,2008 

~ a i a n c e a t i . ~  I, znnn 

Balance at Mar 3 I, zoo8 

change m far market YdUe 

(7.3) 
- 

P (16.3) 
~ 

4 5  
l i  8 

~ 

The $ 1  I .8 million settled in the second quana of2008 related 10 forward starting interest rate swaps settied in conjunction with our May 2008 i s ~ w n ~ e  of the 
related debt. 
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. .  
Dixontinucd operations 
Net income 
Average rammn shares oatstanding 

Basic 
Diluted 

Continuing OpRations 
Discontinued opaa t ion~  
Eaming~ per share - basic 

Eamings per share - diluted 
Continuing operations 
Discontinued operations 
Emings  per share - diluted 

Eamings per share -basic 

0llor.tine Results 

Three Months Ended Jun. 30,2008: 

- 
$ 51.4 

2104 
212.1 

$ 0.24 

s 0.24 

$ 0.24 

~ 

59 4 82 2 
14 3 - 

$ 7 3 7  s 82 2 

208.9 210.1 
210.0 211.6 

0 0.28 $ 0.39 

$ 0.35 $ 0.39 

$ 0.28 $ 0.39 

-- 
0.07 ~ - 
" "7 ~~ " "  

S 035 E 0.39 
__= 

132.2 
14.3 

$ 146.5 

208.8 
209.7 

S 0.63 
0.07 

$ 0.70 

S 0.63 
0.07 

0 0.70 

==__ 

- 
Second quarter net income and earnings per share from continuing operations were $51.4 million and $0.24 per share, respectively, compared to $59.4 million 

and $0.28 per share in the same period in 2007. In 2007, second quaner results included a $14.3 million tax benefit recorded in discontinued operations as a result of 
reaching a favorable concluiion with taxing authotitiss related lo the 2005 disposition ofthe Union and Gila River merchant power plants. As a result of the sale of 
TECO Tran~pon in December 2007 and the EoncluSion ofthe program for mx credits from the production ofsynthetic fuel 3-1 the end of 2007. second quarter net 
income in  2008 included no benefits from the operalions of TECO Transpofl or from the production of synthetic fuel, which contributed $9.6 million and $ I  I .O million. 
respectively. or $0.10 p a  share collectively, in the 2007 period. 

Sir Months Ended Jun. 30,2008: 

Year-Io-dale ne income and earnings per share were $82.2 million or $0.39 pcr share in 2008, compared to $146.5 million or $0.70 per share in the same period 
in 2007. Year-to-date net income and earnings per share from continuing operations were $82.2 million or $0.39 per share in 2008, compared to $ 1  32.2 million OT $0.63 
pcr share in the same petiod in 2007. TECO Transport and the production ofsynthetic furl contributed $160 million and $441.7 million. resoectivelv. 07 S0.28 oer sham 
collectively, Io ycar~to-date 2007 net mcomc. 
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Owratine Comoinv Rpsults 

All amount8 included in the operating company and Other and Eliminations discussions are affer-tax, unless oth-ise noted. 

Tampa Electric Company -Electric division V m p a  Electric) 

Net income for the second quaner was $40.2 million, compared with $34.7 million for the same period in 2007. Results for the quancr reflect higher retail 
energy sales due to hotter wcathei than 2007, and increased sales 10 other utilities. Net income included $1.7 million of Allowanec for Funds Used During Constmction 
(AFUDC) ~ Equity, which represents allowed equity cos1 capitalized to cmslmctim c~sls ,  related to the installation of nitrogen oxide (NO,) pollution control 
equipment, compared to $ 1  . I  million included in the 2007 period. Base revenues increased $7.6 million pretax in the quaner due to more favorable weather. 

Operations and maintenance expense, excluding all Florida Public Service Commission (FPSC)~approved cost recovery clauses, increased $1.9 million affer tax 
in thc second quarter of 2008, primady reflecting $1.2 million higher s p d m g  on planned outage requimmem on power generating equipment compared to 2007 and 
$0.4 million higher baddeht expense. 

Compared Io the second quaner of2007, net income included $1.5 million lower depreciation expense, largely as a result of a depreciation study lhat reduced 
depreciation rates approved by the FVSC in the third quaner of2007 and $0.3 million lawex properly tax expense, as a result of lower p~operty tax rates from legislation 
passed in Florida in 2007, and as adjustments to properly valuations previously agreed to with various taxing authorities. 

Tampa Electric's retail energy S ~ I C I  increased 2.1% in the second quarter due to hotter weather and the operation of a large w a t e ~  desdinimion facility that was 
idle in 2W7, parlially offset by lower sales to industrial cu~tomers due to phosphate production facility outages and econamic conditions. Total heating and cooling 
degree-days for the Tampa area in the w&yuaner were 3% above noma1 and 8% above actual2007 levels. 

%?. 

Average customer growth of 0.2% and 0.4%0 in the 2008 quaner and year-to-date periods, respectively. reflected the weak Florida housing market and the 
general statewide economic slowdown. 

Year-to-date net income was $56.1 million, campared to $56.5 million in thc 2007 period, driven primarily by $1.8 million higher earnings on investmmt~ in 
emissions control equipment recovered through the Envimnmental Cost Recovery Clause, which were offset by higher operations and maintenan~e expense. These 
rsu l t s  reflecl0.4% higher retail energy sales and off~system energy sales that were essentially unchanged from the sme period last year. Tolal heating and cooling 
degree days were 1% below normal due to mild winter weather, but I% above actual 2007 degree days. Year-to-date pretax base revenue growlh of $4.3 million was 
limited by slow c~stomer growth and mild first quaner weather. 

Excluding all FVSC-approved cost recovery clause-related expenses, net income reflects $6.4 million higher operations and maintenance expense. including $23.7 
million higher spending on planned outage requirements on power generating equipment compared to 2007, and $0.9 million higher baddeht expense. Net income alw 
included $3.0 million of AFUDC ~ Equity related to the in~ta l la t i~n  ofNOx polluti~n control equipment, compared to $2.8 million included in the 2007 period. 

Compared to the 2007 year-to-date period, net income also rellectcd $2.2 million lower depreciation cxpense, and $0.7 million lower pmpeny fax expensc for 
the reasons described above. l n t e r a  expense ai Tampa Electric increased $1.3 million, due to higher IEVOIS of long-term debt outstanding and higher int~resf on 
auction-rate bonds for one month in the first qualler of the year. In addition, interest income decreased due Io lower cash balances and lower interest eamed on under- 
recovered fuel balances early in the year. 

On Jun. 12,2008, Tampa Electnc notified the FPSC that il plans 10 f i l e  for an increase to i ts base rates, the first time the company has made such B reque~t since 
1992. In that notifcation Tampa Electric indicated that a base revenue increase in a range between $225 million and $235 million will be needed, and that it would file 
all details related Io its proposal in 60 days. That filing will stan an eight-month process during which the requcst for new base rates is considered by the FPSC, with 
new rates effective at i t s  conclusion. 
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A summary of Tampa Electric's operating statistics for the three months and six months ended Jun. 30,2008 and 2007 follows: 

,"illion,. u c q r  -,me <"3,0"e,S, 

Three months ended Jun 30, 
By Customer Type 
Resident i d  
Commercial 
Industrial -Phosphate 
Industrial ~ Other 
Other sales o f  electricity 
Deferred and other re~enues"~ 

Sales forresale 
Other operating revmne 
SO: Allowance sales 

Average cu~tomer~ (thousands) 
Remil output to line (kilowatt hours) 

Si- months ended h u n  30, 
By Customer Type 
Residential 
Cmmexial 
Industrial ~ Phosphate 
Industrial - Other 
Other sales of electricity 
Deferred and o t h a  revenues"' 

Sales for resale 
Other operating revenue 
SO, Allowance sales 

Average c u s k "  (thousands) 
Retail oulput IO line [kilowatt hours) 

$ 247.3 $ 238.4 3.7 
161.9 160.3 I .o 
16.5 17.4 (5.2) 
30.3 30.1 0.7 
46.8 43.4 7.8 

13.0 10.9 19.3 
515.8 5W.5 3.1 

19.2 17.6 9.1 
10.1 9.0 12.2 

_ _ _ _ _ _ _ -  

i n  176 (94 3) --- 
$ 5461 $ 5447 0 3  

6680 6660 0 3  
--- 
--- 

$ 454.3 P 454.7 (0. I i 
309.3 306.9 0.8 

33.1 36.1 (8.3) 
57.7 58.8 (1.91 

5.8 7.4 (21.6) 
89.4 83.9 6.6 

__-  
949.6 947.8 0.2 

35.2 33.1 6.3 
20 9 182 14 8 

1 9  176 (89) -- 
$ 1,0076 $ 1,0167 (0 91 

6683 6654 0 4  
__-- 

2,153.5 2,068.3 4.1 
1,621.5 1,598.2 I .5 

240.2 249.1 (3.6) 
324.2 334.9 (3.2) 
464.0 425.2 9. I 
- - ~ ~~ _ _ _ _ - ~  

4,803.4 4,675.7 2.7 
230.6 223.1 3.4 
- - - 

5,278.0 5,168.6 2.1 

3,931.5 3,930.9 
3,089.5 3,057.0 

484.8 520.5 
630.1 654.6 
882.6 817.2 
- - -- 

9,018.5 8,980.2 
419.8 421.2 
- - 

- - -- -- 9,438 3 9,401 4 

9,635 7 9,580 9 

0.0 
1.1 

(6.9) 

( I )  

Tampa Electric Company ~ Natural gas dlviaion (PGS) 

Primarily reflects the timing ofenvironmental and fuel clause recoveries. 

Peoples Gas reported net income of $5.3 million for the second quarter, compared to $5.4 million in the same period in 2007. Quarterly results reflect higher  off^ 
system sales, hipha volumes transported for power generation and industrial customers and average customer growth of 0.3%, which reflects the continued slawdown 
in  the Florida housing market. Higher residential therm sales reflect weather that was cooler than 2007 and increased them sales to industrial  customer^ reflect a new 
EUSlOmer with significant usage. "he effects of these higher  volume^ were more than offset by higher "on-fuel  pera at ions and maintenance COLS, higher depreciation 
expense due to mutine additions to facilities to s m e  Customers and increased interest expense due to higher levels of long-term debt outstanding. Volumes for 
commercial  customer^ in 2008, panicularly the mtaurant sector, were lower ieflccting the slowdown in the Florida economy. 

Year-to-date ne! income war $15.3 million, compared to $I 6.4 million in the 2007 period, driven largely by the Same factors as the second quarter. Results also 
reflect average customer p w t h  af0.3% and lower sales 10 weather-sensitive residential customers in the first quarter due to very mild winter weather. 

On Jun. 12,2008, Peoples Gas notified the FPSC that it plans to f i le for an increase to its base rates, the first time the company has made such a request since 
2002. In that notitication Peoples Gas indicated that B base revenue increme ofabout $25 million will be needed, and that if would tile all details related IO its proposal 
in 60 days. That filing will stan an eight-month process during which the request for new base rates is considered by the FPSC, with new r a l e ~  effccfive a1 ils 
C0"Cl"Si"". 
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A summary of PGS' regulated operating statisfics for lhe three months and six months ended Jun. 30,2008 and 2007 follows: 

(ndlmns. u c w  menm cusronrr3J 

Three no& ended Jum 30, 
By Customer Type 
Residential 
Commercial 
lndusmsl 
offsystem Sales 
power generatlo" 
Other revenues 

By SPIL Type 

Transpomtion 
Other revenues 

system supply 

Average customen (thousands) 

Sir months ended fun. 30, 
By Customer Type 
Res>doltial 
C m e r e l a l  
lndustnal 
off SyStem sales 
Power gcneramn 

BY S ~ W  Type 

Transportatlo" 

O l h a  revenws 

System supply 

Other  revenue^ 

Average ~u~tOmers (thousands) 

$ 32.2 $ 31.0 3.9 
38.0 41.4 (821 
2.3 2.4 (4.2) 

97.8 53.6 82.5 
3.8 3.6 5.6 
8.6 9.4 ( x . 5 1  _ _ -  

5 182.7 S 141.4 29.2 

151.7 109.7 38.3 
22.4 22.3 0.4 

8.6 9.4 (8) -- 
$ 182.7 $ 141.4 29.2 

336.3 335.2 0.3 
_ _ _ _ _ _  
- - _ _ _  

F 80.9 $ 85.4 (5.31 
82.4 91.7 (10.1) 
4.5 4.9 (8 .2)  

1664 1004 65 7 
7 2  6 3  14 3 

184 203 (9) _ _ -  
$ 3 5 9 8  $ 3 0 9 0  164 

294.4 242.4 21.5 
47.0 46.3 I .5 
18.4 20.3 (9.4) -- 

$ 3598 $ 3090 164 
0 3  

--=_ 
3362 335 I --- 

14.8 14.5 2.1 
90.8 92.1 (1.4) 
53.4 48.4 10.3 
82.1 65.9 24.6 

132.9 117.1 13.5 
~ ~ ~ --- 

374.0 338.0 10.7 

111.0 96.4 15.1 
263.0 241.6 8.9 
- - - --- 

374.0 338.0 10.7 - _ _ -  
--- 

42.6 43.6 (2  3) 
197.8 199.6 (0.9) 
100.2 99.8 0.4 
160.6 128.6 24.9 
239.6 182.6 31.2 

234 9 20R 5 I2 7 
5059 4451 13 5 

7408 6542 13 2 

~ ~ ~ - ~ _ _  --- --- 
TECO Coal 

TECO Coal achieved second quaner net income o f  $4.2 million, compared to $20.8 million in the same period in 2007. In 2007, TECO Coal's results included 
an $I I .O million benefit related to synthetic fuel production. 

Sccond quaner total sales were 2.4 million ton$. compared to 2.2 million tons in the sccond quaner of 2007, which included I .5 million tons ofsynthetic fuel. 
TECO Coal experienced slightly lower than cxpected production due to difficult mining conditions in an underground mine, which temporarily reduced production 
from that mine in the first two months ofthe second quanor. Compared to the second quarter in 2007, rcsult~ reflect an average per ton selling pice almost IO% higher 
across all products, excluding Iransponatian all~wances. In the second quaner o f  2008, thc cash cos1 ofproduction per Ion increased almost 20% over 2007's level, 
driven by diesel fuel prices that were more than double 2007 pices; the per~ton cost for sled products used in underground mining, such as nwfbolts, that were more 
than double 2007 levels, and the cost of explosives used in surface mining operations that were 42?4 higher than in 2007. 

E C O  Coal recorded year-to-date net income of $ 1  I .7 million in 200R. compared to $63.2 million in the 2007 peiod, which included a $4 I .7 million benefit 
associated with the production of synthetic fuel. 

Year-to-date 2008 tam1 sales were 4.9 million tons, compsred to 4.3 million tons in the 2007 pefiod, which included 2.8 million tons of synthetic fuel. Re~ults  in 
2008 reflect an average net per-ton selling price across all products, excluding IrdnspOcIaIion al lowan~e~,  that was more than 5Vo higher fhan 2007. In 2008, the cash 
cost ofproduction for the year-to~date period was appioximately 13Y0 higher than 2007, driven by the same factors as in the second quaner. Results also reflect a $0.6 
million benefit in the first quaner of2008 from the true-up ofthe 2007 synthefic fuel tax credit m e ,  compared to a $1.6 million benefit included in the first quaner of  
2007. 
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TECO Guatemala 

TECO Guatemala reported second quancr net income of$14.9 million in ZOOR. compared to $12.8 million in the 2007 period. Year-to-date 2008 net income was 
$25.4 million, compared to $23. I million in the 2007 period. Proceeds from spot energy sales at the San Jose Power Station significanlly improved due to higher spot 
market prices. Eamings under the power sales contract were dawn slightly due to the timing ofa scheduled maintenance outage. Interest expense for both the Albarada 
and San Jose power stations decreased in both periods due to lower interest rates and lower project debt balances. At EEGSA, the distribution utility, 2008 second 
quarter and year-lo-date results reflect customer p o w h  and higher energy sales, which resulted in higher net income, offset by higher cosfs at EEGSA. The eamings 
from the unregulated EEGSA-affiliated companies (DECA II), which provide, among other things, electricity transmimion services, telecommunication carier service, 
wholesale power sales to unregulated electric customers and engineering servicesI increased in both periods from fundamental gmulh in the businesses. Results for 
EEGSA and sfiliafed companies also include a $3.1 million benefit related to an adjustment to previously estimated 2007 income and year-end equity balances, 
compared lo a similar $I .9 million benefit in 2007. 

Other and  Eliminations 

The cost for "Parentlother" m the second quaner of2008 was $1 3.2 milhon. compared to a EOSI of$23.9 million in the same period in 2007, which included $8.3 
million ofcharges related to the sale of TECO Transport. Results in the 2008 quarter were driven by lower interest expense panially offm by lower investment income 
due to lower cash balances. Total parenWTECO Finance interest expense declined by $4.9 million in the second quarter of 2008, reflecting parent debt retirements. 

T h e  year-to-date "ParenWothei' cost was $26.3 million in 2008, compared to $43.0 million in the 2007 period. The 2008 year-to-dale cost includes $0.6 million 
of costs related to previously estimated transaction costs associated with the sale of TECO Transpon, compared to the 2007 year-to-dale cost, which included $10.1 
million ofcharges related to the sale ofTECO Transport. Year-to-date 2008 total parcnWTECO Finance interest expense declined by $ 1  I .3 million, due to parent debt 
retirements. 

TECO Tranrport  

The sale of TECO Transpart closed Dec. 4,2007. Due to the ongoing contractual relationship for solid Fuel waterborne transportation services, TECO Transport 
was naf classified as a discontinued operation and is included in TECO Energy's hisloncal results. 

In 2W7. TECO Transport recorded second quarter net income of $9.6 million, and ycar~to~date net income 0161 6.0 million. 

Discontinued Operations 

Net income from discontinued operations was $14.3 million in 2007, reflecting a favorable conelu~ion reached with taxing authorities related to the 2005 
disposition ofthe Union and Gila River merchanl power plants. 

Income Taxes 

The provision for income taxer from continuing operations for the six month pe r ids  ended Jun. 30,2008 and Jun. 30,2007 was an expense ofP35.5 million and 
$57.1 million. respectively. The provision for income taxes from continuing operations in the six months ended Jun. 30, 2008 was impacted by the termination ofthe 
synthetic fuel operations tax credit pmgram and its related investor income, as well as by thc sale ofTECO Transpon on Dee. 4.2007. In addition to the income taxes 
on recurring operations, the 2007 provision for income taxes includes an income tax benefit related to the application of the "tonnage tax'' 10 qualified VCSSCIS. 

Dunng the six month p n i d s  ended Jun. 30,2008 and Jun. 30,2007, the company experienced a number oferentr that have impacted the overall effective tar 
rate on continuing operations. These events included permanent reinvestment offoreign income under APB No. 23. depletion, repatriation of foreign source income to 
the United States and reduction ofincome tax expense under the new "tonnage fax" regime. 

lnterert Charges 

Total interest charges for the three and six months ended Jun. 30,2008 were $55.9 million and $1 13.6 million, respectively, compared to $65.7 million and 
6 132.8 million for the three and six months ended Jun. 30, 2007. The lower inlerest expense reflects parent debt redemption and refinancing activities including the 
retirement of$3W million of6.125"/0 noltes at malurity in May 2007 and $297.2 million of7.5% notes due in 2010 in December2007, panially offset by the impact of 
higher long~term debt balances at the regulated utilities 
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Liquidity and Capital Resources 

The table below sets fonh the lun. 30,2008 consolidated liquidity and cash balances, the cash balances at the operaling companis and TECO Energy parent 
and amounts available under the TECO EnergylTECO Finance and Tampa Eicctric Company credit facilities. 

Draw amounts I Lcs 
Available credit facilities 

Cash and shonMerm inveslmena 
Told liquidity 
Consolidated restricted cash (not included above) 

~ 1 0 9  1 4  9 5  
664 I 473 6 1905 ~ 

174.2 60.1 60.4 __ 53.7 
16 838.3 $ 533.7 $ - -  

~ 16 7.5 16 16 0.2 s 7 3 

Consolidated other cash and shon-term investments includes $10.3 million ofcash at the unregulated operating companies for normal opemiions and $50.0 
million ofconsolidated cash and shon-term inve~tment~ at TECO Guatemala held offshore due 10 the tax deferral strategy associated with EEGSA. In addition to 
consolidated cash, as of Jun. 30,2008, unconsolidated affiliates owned by TECO Guatemala, CGESJ (Sa" Jost) and TCAE (Alborada), had unrestricted cash and shon- 
term inve~tment balances of $ 1  8.1 million, which is not included in the table above. The table above also excludes consolidated rcstricted cash af$7.5 million, 
primady a TECO Energy parent. 

Tampa Electric's liquidity position reflects 11s Current 2008 $72 million under-recovery in its fuel and purchased power clsuse, which is projected to increase to 
approximately $209 million by year-end. Tampa Electnc will reek to recover under-recovered 2008 Fuel costs rhmugh the 2009 fuel adjustment process. 

C O V e n m t S  in Financing Agreements 

In order to uliliic their respective bank credit facilities, TECO EnergylTECO Finance and Tampa Electric Company must meet cenain financial tests as defined 
in the applicable agreements. In addition, TECO Energy, Tampa Electric Company and other operating companies have certain restrictive covenants in specific 
aereements and debt in~tmments. TECO Enerev. Tam08 Electric Comoanv and the other oneratine comnanies are in comdiance wilh all aoolicable financial  ovena ants. - .  , .  
The table lhat follows lists the covenants and ;e perfdrmance r eh t ive~o  them at lun. 30, 2b08. Reference is made to the dpeciiic apeemenis and instruments for more 
details. 
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Credit facility"' 
Acmunta receivable credit facilitp' 
6.25% senior notes 

Insurance agreements relating to celtain pollution bonds 

TECO EnrrgymECO Flnmce 
Credit facility' 

TECO Energy 7 5% notes 

TECO Enngy floatin& rate and 6 75% notes and TECO Finance 
6 15% notes 

TECO Dlverslfied 
Coal supply -mmt guarantee 

Funded debticapital 
Sale of assets 
Debticapital 
Debticapital 
Dcbtlcap~tal 
L"t an hens" 

L"t 0" Ilens'l 

DebtKBITDA'" 
EBITDAiinterert"' 
Limit on additional 

indebtedness 
Dividend resttiction 14, 

Limit on liens"' 

Restrictions on secured 
debt 

Dividend mtriction 

Cannot exceed 65% 
Less than 20% of total assets 
Cannot exceed 65% 

C m o t  ezceed 65% 
Cannot exceed 60% 
Cannot exceed $700 
Cannot exceed $3X8 (7 5% of net 

assets) 

Cannot exceed 5 0 limes 
MmimumofZ 6 times 
Cannot exceed $1,074 

Cannotexceed $51 perquarlsr 
Cannotexceed $282 (5% of 

tangible assets) 

Net worlh not less than $292 
(40% of tangible net assels) 

50.3% 
0% 

4 9 . m  
49.5% 
49.5% 

16 0 liens outstandine 
$ 0 liens outstanding 

3.0 times 

4.7 l" 
$ 0 

$ 42 
$ 0 l i em outstanding 

$ 554 

(I ) 
(2) 

(3) 
(4) 

(5) 
(6) 

AS defined in each applicable inslmment. 
EBlT generally represents earnings before interest and taxes. EBITDA generally represents EBlT before depreciation and amorlizatian. However, in each 
circumstance, the term is subject to the definition prescribed under the relevant agreements. 
See description ofcredit facilities in Note 6 to Amendment No. I to the 2007 TECO Energy, Inc. Annual Report on Form IO-K. 
TECO Energy cannot declare quarterly dividends in excess of the restricted amount unless liquidity projections demonstrating sufficient cash or cash equivalents 
to m&e each ofthe next three quarterly dividend paymen8 are delivered 10 the Administrative Agent. 
lfthe limitation on liens i s  exceeded, the company is required to pmvide ratable secwily to the holders ofthese notes. 
The indentures for these notes contain restrictiom which limit secured debt ofTECO Energy ifsecured by Principal Properly or Capital Stock or indebtedness of 
directly held subsidiaries (with exceptions as defined m the indentures) without equally and ratably securing these nates. 

Crdll R d n g s  ofsenior Unsecured Debt at Jun 30.2W8 
Flteh - Slandard6 Poor's M O W ' S  

Tampa Electric Company BBB- Baa2 EBB+ 
TECO EnergylTECO Finance BB+ Baa3 BBB- 

On Inn. 9, ZOOX, Standard & Poor's Rating Sewices changed its outlook on TECO Energy, TECO Finance and Tampa Electric Company to positive from stable. 
At the Same time, Standard & Poor's afiimed the senior unsecured ratings on all three entities. 

In March 2008, Filch upgraded the ratings on TECO Energy and TECO Finance senior unsecured debt to investment p d e  at BBB~.  In addition, Filch removed 
TECO Energy, TECO Finance and T m p a  Electric Company from ratings watch positive and placed stable outlmks on the ratings. 

Filch's ratings upgrade of TECO Energy and TECO Finance reflects the leverage reduction resulting from the use o l T E C 0  Transport sale proceeds to reduce 
debt and from earlier debt reduction efforts. Fitch also cited TECO Energy's rcduced business risk mulling from sales of non-regulated operations and focus on utility 
opmtions as factors considend in the "made .  

48 

707 



TAMPA ELECTRIC COMPANY 
DOCKET NO. 060317-El 
SCHEDULE NO. F-2 
PAGE 479 OF 506 

Table  of contents 

Standard & Poor's, Moody's and Fitch describe credil ratings in the BBB or Baa category as representing adequate Capacity for payment offinancial obligations. 
The lowest irwestmenf grade credit ratings for Standard & Poor's is BBB-, for Moody's is Baa3 and for Fitch is B B B ~ ;  thus all three credit rating agencies assign 
Tampa Electric Company's senior unsecured debt investment grade ratings. The ratings assigned 10 senior unsecured debt of TECO Energy and TECO Finance by 
Moody's and Fifch are investment grade and by Standard & Poor's are below investment grade. 

A credit rating agency rating is not a recommendation 10 buy, sell or hold securities and may be subject to wis ion  or withdrawal at any time by the assigning 
ming agenc)i. Any future downgrades in credit ratings may affect our ability to borrow and may increase financing costs. which may decrease earnings. 

ON-Bdmee Sheet Finaneing 

Unconsolidated affiliates have project debt balances as follows at Jun. 30,2008. TECO Energy has no debt pymenl obligations with respect to these financings. 
Although the company is not directly obligated on the debt, the equity inteest in those unconsolidated affXates and OUT CommimKnts with respect to those projects are 
at risk if those projects are not operated successfully. 

,"r" Lo"*-lrm DIM Ownrrrhe Inr#ms, 

San Jose Power Station s 67.8 IW% 
Alborada Power Station $ 6.5 96Yo 
DECA 11 $ 217.3 30% 

Outlook 

TECC) Energy indicated in February an out lo~k for 2008 results fr"m continuing operations within a range of50.95 and $1 . I 0  per share, excluding any charges 
or gains. Based on the year-to-date performance and expectations of continued production cost pressures at TECO Coal and a continuation ofthe effects ofa slow 
Florida economy an cusl~mer growth and energy sales for the remainder of2008, TECO Energy now expects 2008 eamings to be in a range between $0.80 and $0.90 
per share, excluding any charges or gains. This range assumes a continued weak Florida economy and housing market; includes the effects o f a  very rainy July, which 
reduced energy sales at Tampa Electric, but assumes normal weather for the remainder ofthe year; and assumes continued high production costs at TECO Coal. 

Year-to-date, Tampa Electric has experienced total d e p e  days 1% below normal, lower residential per~cu~tomer usage due Io mild weather, voluntary 
conservation, and customer growh indicative of a continued weak housing market and economic slowdown. At Peoples Gas, mild winter weather has reduced year-to- 
date sales, and customer growth has slowed due IO the housing market slowdown. At TECO Coal, sales in 2008 are now expected to be about 10 million tms, compared 
to the 10.5 million tons previously forecart, due to the second quaner production issues discussed above and thc availability ofcontract miners. TECO Coal's selling 
prices for over 90% of this year's production reflect confract~ signed in 2006 and 2007 or before, prior to the N" up in coal prices, and the remaining 10% ofthe current 
year conbd~ts were signed early in 2008. AI the =me time, the COS of production reflecll the current prices for diesel oil, steel and penoleum-related products, a11 of 
whtch are ~ub~tantially higher than at the time the outlook was provided in Febnrary 2008. TECO Guatemala had previously indicated that earnings for 2008 would be 
lower than 2007 IOYCIS; however, 2008 net income from TECO Guatemala is now expected to be at about 2007  level^, given the strong year~ta-date performance. As 
indicated in February, E O S ~ S  at the TECO Energy parcnt level are expected to decline due to debt retirement actions in 2007 panially offset by lower investment income 
due to lower cash balances. 

Fair Value Measurements 

Effective Jan. I .  2008, the company adopted SFAS No. 157, Fail Value Measurenienrs (FAS 157). FAS I57 defines fair value, establishes a framework for 
mearuring fair value under generally accepted accounting principles, and expands disclosures about financial as~ets and liabilities carried at fair value. The majority of 
the company's financial a ~ s e t ~  and liabilities are in the form ofnatural gas and interest rate derivatives classified as cash flow hedges. The implementation ofFAS I57 
did not have B material impact on our resuIts of operations, liquidity or capital. 

All natural gas derivatives were entered into by the regulaled utilities to mmagc the impact of natural gas prices on customers. As a result of applying the 
provisions of FAS 71, the changes in value ofnatural gas derivatives ofTampa Electric and PGS are recorded as regulatory assets or liabilities to reflect the impact of 
the risks of hedging acfivitie~ in the fuel recovery dame. Because the amounf~ are deferred and ultimately collected through the fuel clause, the unrealized gains and 
losses associated with the valuation of these assets and liabilities do not impact our results of operations 

Interest rate derivatives at the regulated ulilities were entered into in 2007 as a cash flow hedge to lock in a fixed rate on a debt issuance during the second 
quaner of 2008. The $1 1.8 million ~enlement of these instnrments in May of2008 was recorded in accumulated other comprehensive income and will be amortized to 
eamings over the life afthe related debt. 
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Cri t l rd  Accounting Policie~ and Estimates 

Our critical accounting policies relate to deferred income taxes, employee postretirement benefits, long-lived assets and ~egulatory accounting. For funher 
discussion of our critical accounting policies, see our Annual Repon on Form 10-K for the year ended Dec. 3 I ,  2007. 

Item 3. QUANTITATIVE AND OUALITATIVE DISCLOSURES ABOUT M A R K E T  RISK 

Interest Rate Risk 

We are exposed to changes in interest rates primarily as a rssuI1 of our borrowing activities. We may enter into futures. swaps and option contracts, in 
accordance with the approved risk management policies and procedures, 10 moderate this exposure to interest rate changes and achieve a desired level of fixed and 
variable rate debt. 

In March 2008, Tampa Elecuic Company convened $191.75 million aggregate principal amount oftax-exempt bonds originally issued for 11s benefit in auction 
rate mcde and remarketed them in longyem interest m e  modes. In additioR Tampa Electric purchased in lieu ofredemption $95.0 million aggregate value oftan 
exempt bonds previously in aucfion rate mode and held such bonds at Jun. 30,2008, pending B determination aftheir disposition. The result of these tiansactiom 
lowered our exposure 10 variable interest rate risk 

Credit Risk 

We are exposed to credit risk as a result ofour purchases and sales of energy commodities and related hedging activities. As oflun. 30,2008, therc was no 
significant change in our exposure to credit risk since Dec. 3 I .  2007. 

Commodity Risk 

We face varying degrees ofexposure to commodity r i sk t inc luding  coal, natural gas, fuel 011 and other energy commodity prices. Any changes in pnces could 
affect the prices these businesses charge, their operating costs and the competitive position oftheir products and services and do affect the net fair value ofderivatives. 
We assess and monimr risk using a vwiety ofmeasurement t o d ~  based on the d e p e  of exposure of each operating company to commodity risk. Our most significant 
commodity risk exposures for the remainder of2008 are the effect of diesel 011 prices on the operating costs of TECO Coal and the potential effect of high natural gas 
prices on our cash flows. Prudently incurred costs for natural gas are recoverable through FPSC-approved cost recovery claus~s. and therefore do not affect our 
eamings. However, higher than expected prices for "aural gas can affect the timing ofrecovery and thus impact cash flows. 

The change in fair value ofderivatives is largely due 10 the increase in the price ofnatural gar. The company maintains a similar volume hedged as aflun. 30, 
2008 from Dec. 31,2007, but the price ofnstural gas has increased,on average, 66%sincetheendofZa07. In addition, derivative balances at Dec. 31,2007 included 
$8.2 million in interest rate swap liabilities that were ~ettled during the 2'" quarter. 

The following tables summarize Ihe changes in and the fair value balances ofderivative assets (liabilities) for the six months ended Jun. 30,2008: 

C h m w  in Fair Valve of D d r a t i r e s  Imllllana) 

Net fair value of derivatives as of Dcc. 3 1,2007 $ (23.9) 
Additions and net changes in unrealired fair value ofderivatives 165.2 
Changes in valuation techniques and assumptions -. 
Realized net ~enlement ofdenvatives 

Net fair value of derivatives BS oflun. 30,2008 
25.9 

16 167.2 

Roll-Faward of Dodrsllve Net Araeli ILlabllttirs~ Idlllanal 

Total derivativenet liabilities BP of&. 31,2007 s (23.9) 
Change m fair value of nct derivative assets: 

Recorded as regulatory assets and liabilities or other comprehensive income 
Recorded in eamings ~ 

Net option premium payments ~ 

165.2 

Realized net settlement ofderivatives 25.9 

Net purchase (sale) of existing contracts 
 et fair value ufdetivatives as ofJun. 30,2008 
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Below is a summary table ofsources of fair value, by maturity penod, for derivative contracts at lun. 30, 2008: 

Maturity and Sourre of D P r i v a t I ~ ~  CantrmB N d  Ameta (LbblllHn) at Jun. 30.2008 (mtlllona) 

Canmctr Matw;m in CWW", NO"*"," rolal F~;, vnivr 
Source of fair value (millions) 

Other entemal SOUICCS"~ 

~ ~ Actively quoted prices - 

Model prices"' - 
s 142.9 0 24.3 $ 167.2 

Total $ 142.9 $ 24.3 s 167.2 

(I) 

(2)  

~ ~ 

~ 

Reflects over-the-counter natural gas swaps for which the primary pricing inputs in determining fair value are NYMEX quoted closing prices ofexchange traded 
instruments. 
Model prices are used for determining the fair value ofenergy derivatives where pticc quotes are infrequent or the market is illiquid. Significant inputs 10 the 
models arc derived from markn-observable data and actual historical experience. 

For all unrealized derivative ~ontracts, the valuation is an estimate based on the best svailablc information. Actual cash flows could be materially different from 
the estimated value upon maturity. 

Item 4. CONTROLS AND PROCEDURES 

TECO Energy, h e .  

(a) Evaluation of Dirrlosvre Controls nnd Procedures. TECO Energy's management. with the panicipation of its principal executive officer and principal 
financial offlcer, has evaluated the effectiveness ofTECO Energy's disclosure c0111rols and procedures (as such term i s  defined in Rules 13a-l5(e) and 15d-l5(e) 
under the Securities Exchange Act of 1934, as amended (the Exchange Act)) as of !he end ofthe period covered by this qu3nerly repon (the Evaluation Date). 
Based on such evaluation, TECO Energy's principal financial officer and principal executive officer have concluded IhaL as of the Evaluation Date. TECO 
Energy's disclasure controls and procedures are effective. 

Changes in Internnl Contmls. There was no change in TECO Energy's intemal ~ontrol over financial reporting (as def ind  in Rules 13a-l5(t) and 15d-l5(t) 
under the Exchange Ac1) identified in connection with the evaluation ofTECO Energy's inlemal  control^ that occurred dunng TECO Energy's last fiscal quuier 
that has materially affected, or is reasonably likely to materially affect, such CO~~TOIS. 

(b) 

Tampa Eleebie Company 

(a) Evaluation of Disclowre Conbols and Procedures. Tampa Elecmc Company's management, with the panicipation of its principal ~xecutive officer and 
principal financial officer, ha$ evaluated the effectiveness of Tampa Electric Company's disclosure c~ntrok and procedures (as such term i s  defined in Rules 
13a-I5(e) and I Sd-ISle) under the Exchange Act) as ofthe end ofthe Evaluation Dote. Based on such evaluation, Tampa Eleetnc Company's principal financial 
officer and pmcipal executive officer have concluded that, as of the Evaluation Date, Tampa Electric Company's disclosure C"OS and procedures are 
effective. 

Changer in Internal Controls. There was no change in Tampa Elecbic Company's intemal eontrul over financial reponing (as defined in Rulcs 13a- 
I5(t) and I5d-I SI0 under the Exchange Act) identified in connection with lhe evaluation ofTampa Electric Company's intemal CO~ITOIS that oecurred 
during Tampa Electnc Company's last fiscal quarter that has matenally affected, or is reasonably likely to materially affect, such CO~~TOIS. 

(b) 
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Item IA. RlSK FACTORS 

PART II. OTHER INFORMATION 

Information regarding risk factors appears in Item I A to lhe Annual Repon on Form IO~K for the year ended Dec. 31,2007 of TECO Energy and Tampa 
Electric Company. The risk factan described below updates, and should be read in e on junction with, lhe risk factors idcntilied in the Annual Report on Form IO-K for 
the period ended Dec. 31,2007. 

Tho rignifirsnt, phased reductions in CHC emissions called for by the governor of Florida in 2007 could add to Tampa Gleetrlc's costs and adversely affect i t s  
operating IOSdtP .  

In the 2008 Florida Legislative session, legislation v m  passed, and later signed by the Governor, that granted the Florida Depanment of Environmental 
Protection (FDEP) the authority to develop a utility carbon rsdwtion schedule and to develop a eahon cap and trade program. The Bill requires FDEP to consider 
various C D I ~ S  and benefits when developing the program and to present the ru le to the Legislature for ratification in the 2010 Legislative Session. While the impact of 
this legi~lation will be uncenain until final rules are developed, the final r u k  could result in increased costs to Tampa Electric, or funher changes in ~ustomer usage 
pattem~ in response to higher rates, and Tampa Electk's  operating re~ults could be adversely affected. 

A mandatory renennble energy portfolio rtsndard could add to Tampa Electric's cmts nnd adversely sffeet its operating i e ~ u l t s .  

In the 2008 Florida Legislative session. legislation was passed, and later signed by the Governor, that directed the Florida Public Service Commission (FPSC) to 
develop a drafl rule requiting electtic utilities to supply a certain amount oftheir power from renewable energy ~csources, either directly through production OT 

purchase, or through renewable energy credits. In developing the rule, the FPSC must analyze the coif of various renewable energy generation methods, and conditions 
under which a utility will be excused f" meeting the renewable energy requirement due IO cost or inadequate supply ofrenewable energy. The legislation specifically 
gives the FPSC rule making aulhonty for pmviding cost recovmy and incentive-based rates to utilities. The draft a l e  must be presented IO the Legislalure by 
February I ,  2009, for ratification. In addition, there is proposed legislation in the U.S. Congress 10 introduce a renewable energy ponfolio standard at the federal level. 
It  remains unclear, however, if or when action on such federal legislation would be completed. Tampa Electtie could incur significant costs to comply with a renewable 
energy portfolio standard, as pmposed. Tampa Electric's operating re~ults could he adversely affected ifTampa Electtic were not permitted to recover the% costs from 
customers, or if customers change usage patlems in response to increased rates. 

New or revised emianion reduction regulations could add to Tampa Electric's costs and ndverrrly affect its operating results. 

In July 2008, a United Stater Appeals Coun vacated the Clean A s  Interstale Rule (CAIR), which was scheduled to require reduced SO,, NOx and merculy 
emissions beginning in 2009. W i l e  h e  court's decision to vacate CAIR is not expected to impact Tampa Electric's ongoing emissions reduction programs, and it  is 
unclear at this time when or in what form new or revised emission reduction rules will be implemented, Tampa Eleclric's operating results could be adversely affected 
by new or revised N I ~ S  which could inwease capital expenditures or increase operating costs. 
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Tabla of Contents 

SIGNATURES 

Punuant to the requirements of the Securitie~ Exchange Act of  1934, the Registrant has duly caused this repon to be sipned on its behalf by the undersigned, 
thereunto duly authmiLed. 

TECO ENERGY, MC. 
(Registrant) 

Date: July 31.2008 BY: id G. L. GILLETTE 
G. L. GILLETTE 
Executive Vifs President 
and Chief Financial Officer 

(Principal Financial Officer) 

TAMPA ELECTRIC COMPANY 
(Registrant) 

BY.  IsIG L GILLETTE 
G L GlLLETTE 
Senior Vice President. Finance 
and Chief Financial Officer 

(Principal Financial Officer) 
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Energy, Inc.). 
* Articles of lnc~rp~ ia t iun  of TECO Energy, Inc., as amended on Apr. 20, 1993 (Exhibit 3, Form 10-0 for h e  quarter ended Mar. 31, I993 ofTECO 

* Bylaws of TECO Energy, lnc., as amended effective Jan. 30,2008 (Exhibit 3.1, Form 8-K dated Jan. 30,2008 of TECO Energy, Inc.). 
* Anides orlncorparation of Tampa Electric Company (Exhibit 3, Registration Statement No. 2-70653 of Tampa Electric Company). 

* Bylaws ofTampa Eleclric Company, as amended effective Jan. 30,2008 (Exhibit 3.4, Form IO-K for 2007 of TECO Energy, Inc. and Tampa Electric 

* Seventh Supplemenla1 Indenture dated as of May I .  20U8 between Tampa Electric Company and The Bank ofNew York, as trustee, supplementing fhc 

Company). 

lndenturedsled asof lu l .  I .  1998, asamended(Exhibit4.20,Form 
8-K dated May 16,2008 of Tampa Electric Comphny). 

* 6.10% Noles due 201 8 (Exhibit 4.21, Form 8-K dated May 16,2008 of Tampa Electric Company). 

Form of Performance Shares Agreement under the TECO Energy. Inc. 200.1 Equity Incentive Plan. 

Form of Restricted Stock Agnement under the TECO Energy, Inc. 2004 Equity Incentive Plan. 

Form of Restrieled Stock Agreement between TECO Energy, Inc. and Sherrill W. Hudson under the TECO Energy, Inc. 2M4 Equity lncenlive Plan. 

Ratio of Eamingr IO Fixed Charges ~ TECO Energy, 1°C. 

Ratio of Eamings to Fixed Charges ~ Tampa Electric Company. 

Certification ofthe Chief Executive Officer of TECO Energy, Inc. pursuant to Securities Exchange Act Rules 13a-I4(a) and I5d-I4(a) as adopted 
pursuant to Section 302 offhe Sarbanes-Oxley AEI of 2002. 

Centrication ofthe Chief Financial Officer of TECO Energy, Inc. pursuant 10 Securities Exchange Act Rules l3a-14(a) and ISd-l4(a) as adopted 
pursuant to Seclion 302 of the Sarbanes~Oxley A c ~  af2002. 

Certification ofthe Chief Executive Ofticer ofTampa Electric Company pursuant to Securities Exchange Act Rules I3a-14Ia) and I5d-1414 as 
adopted pursuant to Section 302 ofthe Sarbanes~Oxley Act of2002. 

Certification ofthe Chief Financial Officer of Tampa Elect% Company pursuant to Securities Exchange Act Rules 13a-I4(a) and I5d-I4(a) as adopted 
pursuant IO Section 302 ofthe Sarbanes-Oxley Act of 2002. 

Certification ofthe Chief Executive Officer and Chief Financial Officer ofTECO Energy, Inc. pursuant to I8 U.S.C. Section 1350 as adopted pursuant 
ta Section 906 ofthe Sarbanes-Oxley Act af2002."' 

Cenification ofthe Chief Executive Officer and Chief Financial Officer ofTampa Electric Company pursuant to I X U.S.C. Section 1350 as adopted 
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002."' 

( I )  * 
This cenificalian accompanies the Quanaly Report on Form 10.0 and is not filed as part ofit. 
Indicates exhibit previously filed with the Securities and Exchange Commission and incorporated herein by reference. Exhibifs filed with periodic repons of 
TECO Energy. Inc. and Tampa Electtic Company were tiled under Commission Filc Nos. 1-81 80 and 1-5007, respectively. 
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Exhibit 10.1 

TECO ENERGY, INC. 
2004 EQUITY INCENTIVE PLAN 

Performance Shares Aereeement 

TECO Energy, Inc. (the "-) and (the "M) have entered into this Performance Shares Agreement (the "'m ") 
dated 
the Plan. 

under the Company's 2004 Equily Incentive Plan (the "plan "j. Capitalized terms no1 otherwise defined herein have the meanings given to them in  

I. Grant of Performancc Share$. Pursuant to the Plan and subject to the terms and conditions set forth in this Agreement, the Company hneby grants, issues and 
delivers to the Grantw- shares ("Number of Restricted Performance Shares "j of its Common Stock (the '' Restricted Performance Shares "j as of the date of 
this Agreement and the Company will grant, issue and deliver to the Grantee the Performance Reward Percentage multiplied times- shares ("Numberof 
Addifianal Performance Shares ") of its Common Stmk (the '' Addilional Pcrformence Shares ") no later than 30 days afler the end ofthe Performance Period. 

The "Performance Period IS the period beginning April I ,  2008 and ending on the dale determined under Section 3 

"Total Shareholder Retum" is the amount obtained by dividing ( I  j the sum of (a) the amounf ofdividends with respect 10 the Performance Period, assuming 
dividend reinvestment, and (h) the difference between the share price at the end and beginning ofthe Performance Period, by ( 2 )  the closing share price at fhc beginning 
ofthe Performance Period, with the share price in each case being determined by using the average closing price during the 20 trading days preceding (and inclusive 00 
(he date ofdetermination The share price shall be equitably adjusted for stock splits and other Similar corporate actions affecting the stock. 

The "Performance McaruremenI" is a measurement of the relative performance ofthc Company's Common Stock calculated by assuming the Company was 
included in the group of companies identified as the Dow loner electricity group and multiutilily group, or the successors to those two groups as may be determined by 
lhe Commitlee (such groups being collectively defined herein as the "Peer Group") and then ordering the Peer Group (as conwtuted at the end ofthe Perfomance 
Period) by Total Shareholder Retum from highest to lowest 

The " P e r f o n "  Reward Percentad' is the percentage s h o w  in column B corresponding to the Performance Measurement in column A, with interpolation of 
the percentages in column B in proportion to the corresponding placement in column A. The Performance Reward Percentage for Restrictcd Performance Shares shall 
not exceed 100%, and the Performance Reward Percentage for Additional Performancs Shares shall be the amount, ifany, in excess of 1W%. 
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A B 
Perform.nre \Ie.surement Porfoform.nce RPW...i Per". 

Bottom 25% of the Peer Group 
25* Percentile ofthe Peer Group 
Equal to the median of the Peer Group 
Top 10% of the Peer Group 

0% 
25% 
I W% 
I50"% 

2. Restrictions on Restncted Performance Shares. Until the restrictions terminate under Section 3, unless otherwise determined by the Committee: 

(a) the Restricted Performance Shares may not be sold, asaiped, pledged or transfcmd by the Grantee; and 

(b) all Restricted Performance Shares will be forfeited and retumed to the Company and the Grantee will cease Io have any nght to receive any additional 
Performance Shares, if the Grantee ceases to be an employee ofthe Company or any business entity in which the Company o m s  directly or indirectly SPA or more of 
the total voting power or has a significant financial interm as determined by the Committee (an "Aflillate"). 

3. End of Pe~ormance  Pcriod and Termination Of Restrictions. The Performance Period will end, the restrictions will lenninate with respect to the Number of 
Restricted Performance Shares multiplied times the Performance Reward Percentage up to and including 100% (the "Vested Shares"), any Restricted Performance 
Shares that are not Vested Shares will be forfeited and retumed to the Company (the "Forfeited Shares"), and the Grantee will cease to have any right to receive any 
Additional Performance Shares in excess of the Vesled Shares. on the earliest to occur ofthe evenLr described in (a) fhmugh (0, below. Provided, however, that ifany 
such even1 occurs on B date that would cause the Performance Period to bc shoner than four limes as long as the period between the beginning of the Performance 
Period and the date of this Agreement, then the Performancc Period will end on the first dale after that period aftime has elapsed. 

(a) March 31,20-; 

(b) the lermination ofGrantee's employment with the Company or any Affiliate because o fa  disability that would entitle the Grantee to benefits under 
the long-term disability benefits program of the Company for which the Grantee is eligible, as determined by the Committee; 

(c) the termination by the Company or any Affiliate of Grantee's employment other than for Cause as delermined by the Committee. "Cause" means 
(i) willful and continued failure of the Grantee to substantially perform his duties with the Company or such Affiliate (other than by real00 of physical 01 mental illness) 
after witten demand specifically identifying 

~2 
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such failurc is given to the Grantee by the Company. or (ii) willful conduct by the Grantee that is demonstrably and materially injurious 1" the Company. For purposes 
ofthis subsection, "willful" conduct requires an act, or failure to act, that is not in good faith and that is without reasonable belicf that the action or omission was in the 
bmt interest ofthc Company or the Affiliate; 

(dl the Grantee's retirement from the Company or an Affiliate at or after aftainment of the age that is three years before the Grantee's Social Security 
Normal Retirement Age, or any earlier date that the Commioee determines will conStitute a noma1 retirement for purposes ofthis Agreement; 

(e) the Grantee's death; or 

(0 upon a Change in Control. For purposes of this Agreement, a "Chanee in Control" means a change in cmtrd of the Company of a nature that would 
be required to be reponed in response to Item 6(e) of Schedule 14A of Regulation 14A promulgated under the Securities Exchange 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 
havcoccurred i l  

(I) any "person" (as such term is used in Sections I3(d) and 14(d) afthe Exchange Act), other than the Company, any tru~lec or other fiduciary 
holding securities under an employee benedt plan ofthe Company or a corporation owned, directly or indirectly. by the shareholders ofthe Company in subntantially 
the same pmponions as their ownership ofstock ofthe Company, IS or becomes thc "beneficial owner'' (as defined in Rule 13d-3 under the Exchange Act), directly or 
indirectly, of securities of the Company representing 30% or more of the combined \,sting power of the Company's then outstanding securities; 

(2) the following individuals cease to constitute a majority of the number of directors then serving: individuals who on the date hereof constitute 
the Board and any new director (other than a director whose initial assumption ofoffice is in connection with an actual or threatened ele~fion contest, including but not 
limited to a consen1 solicitation, relating to the election of directors ofthe Company) whose election by the Board or nominalion for election by the shareholders of the 
Company was approved by a vote of at least two-thirds (213) of the directon then still in o f k e  who either were directors on the date hereof or whose election or 
nomination for election was previously so approved, cease for any reason IO constitute a majority thereof; 

(3) there IS consummated a merger or consolidation of the Company or any direct or indirect subsidialy ofthe Company with any other 
corporation. other than (i) a merger or consolidation resiilting m the voting seeunties of the Company outstanding immediately pnor thereto continuing to represent 
(either by remaining OutStanding or by being convmed into voting securities ofthe surviving cntity) at least 50% of the combined voting securities of the Company or 
such Survivingentity or any parent thereaf outslanding immediately after such merger or consulidation or (ii) a merga OT consolidation effected to implement a 
recapitalization of the Company (or similar transaction) in which no "pmon" (as hereinabove defined) acquires 30% or more of the combined voting power of the 
Company's then out~tanding securities: or 

- 3 ~  
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(4) the shareholders ofthe Company approve a plan ofcomplete liquidation ofthe Company or there i s  consummated the sale or disposition by 
the Company ofall or substantially all ofthe Company's assets. 

NotwithStanding anything to the conlrary (cxcept for the requirement in Section I ofthis Agreement that any Additional Performance Shares will be granted, 
issued and delivered no later than 30 days after the end ofthe Performance Period), when the Performance Period ends pw~uan t  to Section 3(a) of this Agreement, or 
when otherwise required by Section 162(m) ofthe lntmal Revenue Code, (i) the Committee shall promptly certify the Performance Measurement and (ii) the 
Additional Pdormance Shares (ifany) shall be issued, and the restrictions on the Vested Shares shall be terminated aod/or the Forfeited Shares shall be forfeited, as 
applicable, on the date ofthat certification. 

4 ,  Rirhts as Shareholder. Subject to the restrictmns and other limitations and conditions provided in this Agreement, the Grantee as owner of the Reslricld 
Performance Shares will have a11 the rights ofa  shareholder, including but not limited to the right to receive all dividends paid on, and the right to vote, the Restricted 
Performance Shares. 

5 .  Stock Certificates. The Restricted Performance Shares will be registered in the name ofthe Grantee and held by the Company's transfer agcm in unceniricated 
form in a mstncted account, or a certificate will be issued for sharer of Restricted Performance Shares and will be registered in the name of the Grantee and deposited 
by the Grantee with the Company and will bear a legend in substantially the following form: 

Upon the termination ofthe restrictions imposed under this Agrccmenl as to any shares of Restricted Performance Shares held in uncertificatd form by the 
Company's transfer agent or deposited with the Company hereunder under conditions that do not result in the forfeiture ofthose shares, the Company will transfer the 
unrestricted shares eleclronically to Grantee's b r o k a g e  ~ C E O U ~ I  or will m u m  Io the Grantee (or to such Grantee's legal representative, beneficiary or heir) certificates, 
without the above legend, for such shares 

6. Adiurtment of Terms. In the event of corporate tramactions affecfing the Company's outstanding Common Stock, the Committee will equitably adjust the 
n u d x r  and kind of Additional Performance Shares subject to this Apement to the extent provided by the Plan. 

- 4 -  
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~~ ~~~ 

7. Notice of Election Under Section 8Xb). lf the Grantee makes an election under Section 83@) afthe lntcmal Revenue Code of 1986, as amended with respect 
to Resticted Performance Shares, he or she will providc a copy thereofto the Company within 30 days of the filing of such election with the lnlemal Revenue Service. 

8. Withholdinr Taxes. The Grantee will pay to the Company. or make provision satisfactory to the Committee for payment of, any taxes required by law to be 
withheld in respect ofthe Restricted Performance Sharcs and Additional Performance Shares no later than the date ofthe event creating the tax liability. Such tax 
obligations may he paid in whole or in pan m shares of Common Stock, including the Restricted Performance Shares and the Additional Performance Shares, valued at 
fair markel value on the date ofdelivery (which is defined as the closing pice on the New York Stock Exchange on the previous trading day). The Company and its 
Amliates may, to the extenl permined by law, deducl any such tar obligations from any payment of any kind otherwise due 10 the Grantee. 

9. The Committee. Any determination by the Committee under, or interpretation ofthe  term^ of, this Agreement or the Plan will he final and binding on the 
Grantee. 

IO. Limitaiion of Rights. The Grantee will have no right to continued employment by virtue ofthis Asumen t .  

I I .  Amendment. The Company may amend, modify or terminate this Agreement. including substituting another Arard  of the Same or a different type and 
changing the &ce of realirntim, provided that the Grantee's consent to such action will be required unless the action, mking into B C C D U ~ ~  any related action, would not 
adversely affect the Grantee, and further provided that in no event shall lhe Agreement be amended in my manner that would cause the Rerticted Performance Shares 
upon termination of the restictions or any Additional Performance Shares upon grant to fail to qualify as excluded from the Calculation of lntemal Revenue Code 
Section 162(m) covered compensation. 

12. Govemine Law. T h i s  Agreement will be govemed by and interpreted in accordance with the laws of Florida. 

TECO ENERGY, MC. 

By: 

C.E. Childress 
Chief Human Resources Ofiicer 

- 5  
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Exhibit 10.2 

TECO ENERGY, INC. 
2004 EQUITY INCENTIVE PLAN 

Restricted Stock Aererment 

TECO Energy, Inc. (the "-1 and Shcnill W. Hudson (the "Grantee") have entered into this Restricted Stock Agreement (the ''- ") effective as 
of 
the Plan. 

,under the Company's 2004 Equity Incentive Plan (the "& "). Capitalized terms not otherwise defined herein have the meanings given to them in 

I .  Grant of Reshicled Stock. Pursuant to the Plan and subject 10 the t w "  and conditions set fonh in this Agreement, the Company grants, issues m d  ddiven  to 
the Grantee the number of shares of its Common Stock as shown on the Notice ofGIam attached hereto, or as may be s h o w  on Notices OfGrant that m y  delivered to 
the Grantee from time to time in the future (such shares as shown on the attlched Notice of Grant or on Notices of Grant that may be delivered to thc Grantee in lhc 
future are refencd to herein as the '' Restricted Stock "). 

2. Restnctions on Stock. Until the restrictions terminate under Section 3. u n b s  otherwise determined by the Commioee: 

(a) the Restricted Stwk may not be sold, assigned, pledged or transfend by the Grantee; and 

(b) all shares of Resttictpd Stock will he forfeited and relumed to the Company iffhe Grantee ceases to be employed in his current position with the Company. 

3. Termination of Restrictionn. The restrictions will terminate as to twenty~five percent (25%) of the shares ofRestricted Stock on the lasl Business Day ofeach 
fiscal quarter, or as may be olherwise specified in the applicable Notice ofGran1. A "Business Day" is any day other than a Saturday or Sunday that i s  not a day on 
whlch the New York Stock Exchange is authorized or required by law or regulations 10 be closed. 

4. Ri& as Shareholder. Subject to the reslricdons and ather limitllions and conditions provided in this Agreement, the Grantee as owner ofthe Restricted 
Stock will have all the nghts of a shareholder, includingbul not Limited to the tight to receive all dividends paid on, and the right to vote, such Rcrtncted Stock. 

5 .  Stock Cenificate~. The Restricted Stock will bc registered in the name of the Grantee and held by the Company's transfer agent in uncertificated form in a 
restricted account, or a certificate will be issued and registered in the name of the Grantee and deposited by the Gmntee with the Company and will bear a legend in 
substantially the fallowing form: 
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9. The Comminee. Any determination by the Commitiee under, or inlelprctafion of the terms of. this Agreement or the Plan wil l  be final and binding on the 
GW"1ee. 

I 0.  imitation of ulehts. The Grantee will have no right to continued employment by vinue ofthis grant oruestticted Stock 

I I. Amsndment. The Company may amend, modify or terminate this Agreement. including substituting mother Award ofthc same or a dirrermt type and 
changing the date of realization, provided that the Gnintce's consent to such m i o n  wil l  be required unless the action, taking into account any related action, would no1 
adveneiy the Grantee. 

2 
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12. Govsmine Law. This Agreement will be governed by and inlerpreted in accordance with the laws of Florida 

TECO ENERGY, rNC 

By: 
Clint E. Childress 
Chief Human Resources Otlicer 

Sherrill W. Hudsnn 

3 
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NOTICE OF GRANT 

0" , TECO Energy, Inc. (the "Company") granted lo YOU, Shenill W. Hudson (the "Grantee"), Reancted Slock, as such term is defined in the 
Reslrictd Stock Agreement between you and the Company dated as of 
Stock Agrement, the principal featurcs ofthis p a n t  are as follows: 

NUMBER OF SHARES OF RESTRICTED STOCK. 

(the "'Restricled Stock Agreement"). Subject to the provisions ofthe Restncled 

SCHEDULED VESTING DATES NUIlBER OF SHARES 

IMPORTANT: 

Your signature below indicates your agreement and understanding that this g~t"an is subject tu all ofthe terms and conditions contained in the Restricted Slock 
Agreement. For example, impoltant additional information an vesting and forfeiture of the Restricted Stock covered by this grant is contained in Sections 2 and 3 ofthe 
Reshined Stock Agreement. 

TECO ENERGY, MC. GRANTEE 

By: 
Clint E. Childrerr 
Chief Human Resources Oflicer 

Shenill W. Hudson 
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Upon the termination ofthe restrictions imposed under this Agreement as to any shares of Restricted Stock held by the Company's trarlsfer agent 07 deposited 
with the Company hereunder, the Company will transfer the unrestricted shares electronically to Grantee's brokerage account or the Company will return to the Grantee 
(or to such Granlee's legal representative, beneficiary or heir) one or more cenificates. without the above legend, for such shares. 

6. Adiustment of Terms. In the event of corporate transactions affecting the Company's outstanding Common Stock, the Committee wtll equitably adjust the 
number and kind of sharer subject to this Agreement to the extent provided by the Plan. 

7. Notice of Election Under Section 8Xbi. lf the Grantee makes an election under Section 83(b) of the lnlemal Revenue Code of 1986, as amended he will 
provide a copy thereofto the Company within thiity days ofthe filing of such eleelion with the lntemal Revenue Service. 

8. Withhaldinr Taxes. The Grantee will pay to the Company, or make provision satisfactory to the Committee for payment of. any taxes required by law to be 
withheld in respect ofthe Reslncted Stock no later than the date ofthe cvenl creating the tax liability. The Company and its AFFliates may, to Ule extent permitted by 
law, deduct any such tar obligations from any payment ofany kind otherwise due to the Grantee. In the Committee's discretion, such tax obligations may be paid in 
whole or m pan in shares of Common Stock, including the Resticted Stock, valued at Fair Market Value on the date ofdelivery (which is defined 85 the closing trading 
price on the New York Stock Exchange on the previous Business Day). 

9. The Comminee. Any determination by the Committee under, or interpretation ofthe terms of, this Agreement 07 the Plan will be find and binding on lhe 
Grantee. 

10. Limitation of Riehts. The Grantee will have no igh t  to continued employment by vinue of this grant of Restricted Stwk 

I I .  Amendment. The Company may amend, modify or terminate this Agreement, including substituting another Award of the same or B different type and 
changing the date of realization, provided that the Grantee's consent lo such action will be required unles~  the action, taking into aceount any related action, would not 
adversely affect the Grantee. 

2 
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12. Goveminr Law. This Agreement will be govemed by and interpreted in accordance with the laws of Florida. 

TECO ENERGY, MC 

By: 

Clint E. Childrers 
Chief Human Resources Officer 

Shemill W. Hudson 
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NOTICE OF GRANI 

0" , TECO Energy~ Inc. (the "Company") granted to you, Shemill W. Hudson (the "Grantee"), Restricted Stock, as such term is defined in the 
Restricted Stock Agreement between you and the Company &led as of 
Stack Agreement, the principal features of this grant are as follows: 

NUMBER OF SHARES OF RESTRICTED STOCK 

SCHEDULED VESTING DATES NUMBEROFSHARES 

(the "REstficted Stock Agreement"). Subject to the provisions of the Restricted 

IMPORTANT 

Your signafllre below indicates your agreement and understanding that this grant IS subject 10 all ofthe terms and conditions conmined in Ihe Restricled Stock 
Agreement. For example, important additional information on vesting and forfeiture of the Restricted Stock covered by this grant is contained in Sections 2 and 3 of the 
Reswicted Stock Agreement. 

TECO ENERGY, MC. GRANTEE 
By: 

Clint E. Childrerr 
Chief Human Resources Officer 

Shemill W. Hudson 
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Exhibit 12.1 

TECO ENERGY, INC. 
RATIO OF EARNINGS TO FIXED CHARGES 

The following table sets fonh TECO Energy’s ratio ofeamings to fined charges for the periods indicated. 

(““‘O”’, 

Income (109s) from c o n t m w g  operahons, before mcame taxes 

Add: 
Interest expense 
Ammimion of capitalized inleresl 

Capitalized interest 
(Loss) income from equity Investments, net 
Eamings before taxes and fired charges 

Total fixed charges 

Deduct: 

Interest expense 

Ratio ofeamlngs m fixed charges 

6naatbr 12-nWUlb.S 
ended ended 

J“”. 30. J U ~ .  30, Year Ended Docomber 31. 

2008 2008 2007 2005 moa 1003 2 0 s  - - __ 
$ 117.1 16 541.5 $ 613.1 $ 363.1 $ 312.9 16 (600.6) $ 32.8 

116.3 246.8 270.1 289.1 298.4 333.5 351.0 
~.. 0.1 0.3 I .3 

- 0.1 0.7 17.3 

s 227.2 6 777.5 $ 865.2 $ 648.8 $ 550.9 $ (303.6) $368.2 
$ 116.3 $ 246.8 $ 270.1 $ 289.1 $ 298.4 S 333.5 9 
16 116.3 $ 246.8 6 270.1 $ 289.1 $ 298.4 $ 333.5 a 

~ .~ - 

~ ~ ~ 

6.8 10.8 18.0 3.4 60.4 36.1 2) 

1 . 9 5 ~  3.15r---- 3.201 2 . 2 4 ~  1 . 8 5  -,>~ - 1.0sx 

For the purposes of calculating these ratios, eaminga consist of income from continuing operations before income taxes, income or loss from equity invesfmeni~ 
(net of  distributions) and fired charges, less capitalized interest. Fixed charger consist of interen expense on indebtedness and interest capitalized, amoniration of debt 
premium, and an estimate ofthe interest component Of rcntals. TECO Energy, Inc. does not have any preferred stock outstanding. and there were no preferred stock 
dividends paid or accrued during the periods presented. Certain prior year amounts have been adjusted to conform to the current year presentation. Funher, the company 
had significant charges (most ofwhich were nom-cash) and gains in the period! presented. Reference is made to the financial statements and related notes and the 
sections fitlcd YManqement’s Discussion & Andysls of Financial Condition & Results of O p r a t i o m ”  herein as well as in TECO Energy, Inc.’s Annual Repons 
on Form 10~K for the years presented (other than 2004. for which reference is made 1” TECO Energy Inc.’s 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 Partnership (Fronlera), 
BCH Mechanical (BCH), TECO Thermal, TECO AGC, Lid., TECO BGA, Prior Energy, TECO-Panda Generating Company (TPGC), and TECO Coalbed Melhane as 
discontinued operations. Frontera was sold in December 2004, the sale of BCH was camoleted in lanuarv 2005. and the transfer ofTPGC was comoleted in Mav 2005. 
The sales of Prior Energy and TECO BGA were completed in February 2004. 

Interest expense includes tolal interest expensed and capitalized excluding AFUDC, and an estimate a f  the interest component of rentair. 

Eamings were insufficient to cover fired charges by $637.1 million. The ratio was - 0 . 9 1 ~  (I) 
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Exhibit 1 1 2  

TAMPA ELECTRIC COMPANY 
RATIO O F  EARNINGS TO FIXED CHARGES 

The following table sets forth Tampa EIcctriC Company's rafio ofeamings to fixed charg- for the periods indicated. 

f-months 12-mnnthz 
~ ~~~ 

ended ended 
Jun. 30, Jun. 30. Y..rEnd.dDtr.mkr,l. 

2007 2006 2005 2004 2003 2008 - - - - - 
s 180.5 $ 411.1 $ 409.8 s 389.6 $ 400.0 $ 387.3 $ 296.6 

p i l l l m 8 )  2008 
Income f" continuing operations, before income tar $ 113.3 278.0 $ 278.4 $ 264.7 $ 285.7 $ 274.9 $ 187.4 

67.2 133.7 131.4 124.9 114.3 112.4 109.2 

$ 1 2 4 . 9  $ 67.2 $ 133.7 $ 1 3 1 . 4  $ 1 1 4 . 3  $ 1 1 2 . 4  $ 1 0 9 . 2  
$ 67.2 $ 1 2 4 . 9  $ 133.1 $1.11.4 $ 1 1 4 . 3  $ 1 1 2 . 4  $ 1 0 9 . 2  

Ratio ofeamings to fixed charges 2 . 6 9 ~  3 . 0 8 ~  3 . 1 2 ~  3 . 1 2 ~  3.50~ 3 . 4 5 ~  2 . 7 1 ~  

For the purposes of calculating these ratios. eamings Consist of income t o m  continuing operations before income taxes and fired charges. Fixed charges consist 
of interest expense on indebtedness, amonilation ofdeht premium and an estimate ofthe interest component of rentals. Tampa Electric Company had a sipificant non- 
cash charge in the 2003 period presented. Reference is made 10 the financial statements and related notes and the sections titled 'Management's Discussion & 
Aedysir of Fieancinl Condition & ROSUIIS of Operations" herein as well as in Tampa Electric Company's Annual Report on Form IO-K for the yean presented and 
any amendments filed thereto. 

____  Interest expense 

Interest expense 
Eamings before tares and fixed charges 

Total fixed charger 

- - - -_=--  

Interest expense includes total interest expense, excluding AFUDC, and an estimate ofthe interest component of rentals. 
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CERTIFICATIONS 

I, Sherill W. Hudson, cmify that: 

I .  

2.  

I have reviewed this quanerly repon on Form IO -Q of TECO Energy, Lnc.; 

Based on my knowledge, this report does not contain any untme statement of a material fact or omif to state a material fact necmrary to make the  statement^ 
made, in light of the circumstances under which such statements were made, not misleading with re~pcct to the penod covered by this repon; 

3. Basod on my knowledge, the financial statements, and other financial information included in this repon, fairly present in all matenal respects the financial 
condition, results of operations and cash flows ofthe registrant as of, and for, the periods presented in this report; 

4. The rcgistmnt's other certifying offcer and I are responsible for establishing and maintaining disclosure c~ntmls and procedures (as defined in Exchange Act 
Rules 13a~IS(e)and 15d-lS(e))and intemalcantrol overfinancialreponing(as defined inExchange ActRules 13a-I5(f)and I s d - l 5 ( 0 ) f ~ ~ t h ~ ~ ~ ~ i e t r a ~ , ~ d  
have: 

a) Designed such disclosure contmls and procedures, or caused such disclosure contmls and procedures to bc designed under OUT supervision, to ensure that 
material information relating 10 the registrant, including its consolidated subsidiaries, i s  made known to us by others within those entities, panicularly 
duing  the perid in which this repon is being prepared; 

Desiped such inimal ~ ~ n f r o l  over finanad reporting, or caused such intemal ~on tm l  over financial reponing to be designed under our supervision, 10 
provide reasonable assurance regarding the reliability of financial reponing and the preparation of financial Statements for extemal purposes in accordance 
with generally accepted accounting pinciples; 

Evaluated the effectiveness of the rcgistrant's disclosure contmk and procedures and presented in this report our conclusions about the effectivenew of the 
disclosure contmls and procedures, as of the end of the penod cavered by this report based on such evaluafion; and 

Disclosed in this report any change in the registrant's intemal contml over financial reporting that occurred during the regisuant's most recent fiscal quarter 
that has matenally affected, or is reasonably likely to matenally afkct, the registrant's intemal contml over financial reponing: and 

b) 

c) 

d) 

5 .  The registrant's other cenifying offlcer and 1 have daclosed, based on our most recenf evaluation of intemal contml over financial reporting, 10 the mgistTanl's 
auditon and the audit committee of the registrant'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 of intemal contml over financial reporting which are reasonably likely to 
adversely affect the registrant's ability to rccord, process, summarile and report financial information: and 

Any fraud. whether or not material, that involves managcment or other employees who hsve a si!giticant mle in the registrant's iaemal contml over b) 
financial reponing. 

Date: July31,2008 lrl S .  W. HUDSON 
S. W. HUDSON 
Chairman of the Board, Director and 
Chief Executive Officer 
(Principal Executive Officer) 
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CERTIFICATIONS 

I, Gordon L. Gillette, cenify that: 

I .  

2. 

I have reviewed this quarterly repon on Form 10-0 of T K O  Energy. In<.; 

Based on my knowledge, this repon does not Contain m y  untme statement of a material fact or omit to state a material fact necessary 10 make the statements 
made, in light of the circumstances under which such sfatements were made, not misleading with respea to the period covered by this report; 

3 .  Based 00 my knowledge, the financial statements, and other financial information included in this repon, fairly present in  all material respects the financial 
condition, rewlts ofoperations and cash flaws of the registrant as of, and for, the periods presented in this report; 

The regisfranf'~ other certifying officer and I are responsible far establishing and maintaining disclosure controls and procedures (as defined in Exchange Act 
Rules I ? a - l 5 ( 4  and 15d-I5(el)and intemal cmtrol over financial reporting (as defined in Exchange Act Rules 13a-ISit) and 15d-15(0) forthe registrant and 
have: 

a) 

4. 

Designed such disclosure ~ o n t r o l ~  and procedures, or caused such disclosure ~ o n t r ~ l s  and procedures to be designed under OUT supervision, to ensure that 
material information relating to the regisfrant. including its consolidated subsidiaries, is made known to us by others within thosc entities, panicularly 
dving  the period in which this r e p m  is being prepared; 

Designed such intemal c~nlrol over financial reponing, or caused such intemal control over financial reponing to be designed under OUT supervision, to 
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for extemal purposes in accordance 
with gmcrally accepted accounting principles; 

Evaluated the effectiveness of the registrant's disclosure contml~ and procedures and presented in this report our conclusions aboul the effectiveness ofthe 
disclosure c~ntrols and procedures, as of the end ofthe period covered by this mpon based on such evalu8tian; and 

Disclosed in this repon any change in the registrant's intemal contml over financial reponing that occurred during the registrant's most recent fiscal quarter 
that has materially affected, or is reasonably likely to materially affect, the registrant's intemal control wer financial reponing; and 

b) 

c) 

d) 

5 .  The registrant's other certifying officer and I have disclosed, based on our most recent eval~atmn of intemal c ~ n t m l  over financial reponing, to the registrant's 
auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent funcuons): 

a) All significant deficiencies and material weaknesses in the design or operation of intemal control over financial reporting which are reasonably likely to 
adversely affect the registrant's ability 10 record, process, summarize and report financial information; and 

b) Any fraud. whether or not material, that ~ O V O I V S E  management or other employees who have a significant role in the registrant's intemal control over 
financial reporting. 

~ ~ t ~ :  J ~ I ~  31,2008 Id G .  L. G I L L E T E  
G .  L. CILLETTE 
Executive Vice President and Chief Financial Officer 
(Principal Financial Officer) 
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CERTIFICATIONS 

1, Sherrill W. Hudson, cenify that: 

I. 

2 .  

3 .  

4. 

5 .  

I have reviewed this quanerly reporI on Form IO-Q of Tampa Electric Company: 

Based on my knowledge, this repon does not contain any untrue Statement ofa matenal fact or omit to state a m a t e d  fact necessaly to make the statements 
made, in light of the circumstances under which such sfatements were made, not misleading with rcspect to the period covered by this repon; 

Bared on my knowledge, the Rnancid statements, and other financial infomatior included in this ~cpon. fairly present 10 all material respecis the financial 
condition, results of operations and cash flows ofthe registrant as of, and for, the periods presented in this report; 

The regismnl'r other cenifying officer and I arc responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act 
Rules 13a-IS(c) and ISd-ISIe)) and intemal control over financial reponing (as defined in Exchange Act Rules l3a- lS( f )  and ISd~lS(D) for the registrant and 
have: 

a) Designed such disclosure ~ontmls and procedures, or caused such disclosure controk and procedures to be designed under our supervision, to ensure that 
material information relating 10 the registrdnt, including ifs consolidated subsidiaries, is made k n o w  10 us by others within those entities, panifularly 
during the period in which this report is being prepared; 

Designed such intemal Control over financial reponing, or caused such intemal control over financial reponing 10 be designed under OUT supervision, to 
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for extcmal purposes in accordance 
with generally accepted accounting p"ncip1es. 

Evaluated the effectiveness ofthe registrant's disclosure ~mtrols and procedures and presented in this repon our concIusions about the effectiveness of the 
disclosure contmk and procedures, as ofthe end of the penod covered by this mpon based on such evalwtion; and 

Disclosed in this repon any change in the registrant's intemal contml over financial reponing lhat occurred during the registmnt's most recent fiscal quaner 
that has materially affected, or i s  reasonably likely to materially affect, the registrant's iniemal control over financial reponing; and 

b) 

c) 

d) 

The registrant's olher certifying offcer and I have disclosed, based on our most recent evaluation of intemal control over financial reponing, to the regi~tcant's 
auditors and the audit committee ofthe registrant's baud of directors (or persons performing the equivalent iimctions): 

a) All significant deficiencies and material weaknesses in the design or operation of intemal control over financial repolling uhich are reasonably likely to 
adversely affect the registrant's ability to record, process. summarire and npon  financial information; and 

Any fraud, whether OT not material, ttm involves management or other employees who have a significant role in the registrant's intemal ~ontrol over 
financial reponing. 

b) 

Date: July31,2008 id S. W. HUDSON 
S. W. HUDSON 
Chairman ofthe Board, Director and Chief Executive Officer 
(Principal Executive Officer) 
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Exhibit 31.4 

CERTIFICATIONS 

I, Gordon L. Gillette, certify that: 

I .  

2. 

I have reviewed this quanerly repon on Form IO-Q of Tampa Electric Company; 

Based on my knowledge, this rrpon does not contain any untrue statement of a material fact or omit to stale a material fact nwessary to make the statements 
made, in light ofthe circumstmces undn which such stalements were made, no1 misleading with respect to the period covered by this repon; 

3 .  Based on my knowledge, the financial sutaments, and other financial information included in this repon, fairly present in all matenal mpects the financial 
condition. results of operations and cash flows ofthe registrant as of, and for, the periods presented in this report; 

The registrant's other certifying officer and 1 are responsible for establishing and maintaining disclosure ~ontrols and procedures (as defined in Exchange Act 
Rules 13a-1 S(e) and I Sd-IS(e)) and intemal control over financial reponing (as defined in Exchange Act Rules 13s-I S(0 and I Sd~lS(0)  for the registant and 
have: 

a) 

4. 

Designed such disclosure  control^ and prwedures, or caused such disclosure ~ontrols and procedures to be des ised  under our supervision, to ensum that 
material information relating to the registrant, including is consolidated subsidianes, is made k n o w  to us by others within those entities, panicularly 
dunng the period m which this repon is being prepared; 

Designed such intemal control over financial reponing, or caused such intemal conlrol over financial reponing 10 be designed under OUT supervision, to 
provide reasonable assurance regarding the reliability or financial reponing and the prepamlion of financial statcments for e x l m a l  purposes in accordance 
with generally accepted accounting principles; 

Evaluated the effectiveness ofthe registrant's disclosure controk and prwrdures and presented in this repon OUT conclusiom about the effectiveness of the 
disclosure  control^ and procedures, as of the end ofthe 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 regislrant's most recent fiscal quarter 
that has materially affected, or is reasonably likely to matenally affect, the registrant's intemal control over financial reponing; and 

h) 

c )  

d) 

5 .  The registrant's other cenifying offksr and I have disclosed, based on OUT m o ~ l  recent evaluation of intemal confml over financial reponing, to the registrant's 
auditors and the audit committee af fhe  registrant's board of directors (or perrons performing the equivalcnl functions): 

a) All significant deficiencies and m a t e d  weaknesses in the design or operation of intemal control over financial reporting which are reasonably likely to 
adversely affect the registrant's ability to record, process, summarize and report financial information; and 

b) Any fraud, whether or not material. that involves management or other employees who have a significant role in thc registrant's inlemal c~nlrnl ovsr 
financial reponing. 

Is/ G.  L. GILLERE 
G.  L. GILLETTE 
Senior Vies President-Finance and Chief Financial Officer 
(Principal Financial Officer) 
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TECO ENERGY, INC 

Certification of Perlotii Finmeid Report 
P~rsuanl  to 18 U.S.C. Seelion 1350 

Each ofthe undersigned officers of TECO Energy, lnc. (the "Company") certifies, under the standards sel fonh in and ~olely for the purposes of I8 U.S.C. 
Section 1350, as adopted punuanl to Section 906 ofthe Sarhanes-Oxley AcI of2002, that, lo his knowledge, the Quanerly Repon on Form IO-Q of the Company for 
the quaner ended July 3 I, 2008 filly complies with the requirements of Seetion 13(a) or I S(d) of the Secuities Exchange Act of 1934 and information contained ~n thai 
Form la-Q f d y  presents, in all material respects, the financial condition and results of operations ofihe Company 

Dated: July 31,2008 

Dated July 31,2008 

i s /  S. W. HUDSON 
S. W. HUDSON 
Chief Executive Off~icer 

Is/ G.  L. GILLEITE 
G.  L. GILLETTE 
Chief Financial Officer 

A signed original of lhha witten mtement required by Section 906, QI other document authenticating, acknowledging, 07 ahenvise adopting the signature that appears 
in tlped form within the electronic version oflhis written statement required by Seetion 906, has h e n  provided to the Company and will he retained by the Company 
and furnished 10 the Secuities and Exchange Commission or ita sIaR upon request. 

The foregoing cenificalion is being furnished Lo the SecuilieE and Exchange Commission as an exhihil lo the Farm 10-0 and shall not be considered filed as pan of the 
Form 10~0.  
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Exhibit 32.2 

TAMPA ELECTRIC COMPANY 

Certification of Periodic Financial Report 
Pursuant to 18 U.S.C. Section 1350 

Each of the undersigned officers of Tampa Electric Company (the "Company") certifies, under the standards set forth in and solely for lhc purposes of I R U.S.C. 
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, IO his knowledge, the Quarterly Repon on Form IO-Q ofthe Company for 
the quarter ended July 31,2008 fully complies with the requirementS of Section 13(a) or IS(d) ofthe Securities Exchange Act of 1934 and information contained in that 
Form 10-0 fairly presents, in all material respects, the financial condition and results of operations ofthe Company 

Dated: July 3 I, 2008 Is/ S. W. HUDSON 
S. W. HUDSON 
Chief Executive Officer 

M G .  L. GILLETTE 
G. L. GILLETTE 

Datedluly31,2008 

Chief Financial Officer 

A signed o"gina1 of this witten Sfatemen1 required by Scction 906, or other document authenticsting, acknowledging. or otherwise adopting the signature that appears 
in typed form within the electronic vmion of this wiften statement required by Section 906, has been provided to the Company and will be retained by the Company 
and fumished to the Secunties and Exchange Commission or its staff upon request. 

The foregoing certification is being furnished lo the Securities and Exchange Commission as an exhibit to the Form IO-Q and shall not be considered filed as part afthe 
Form 104 .  

Created by IOKWizard www.1OKWizard.comSource: TECO ENERGY INC, 10-0. July 31,2008 
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