TAMPA ELECTRIC COMPANY
DOCKET NO. 080317-El

STAFF'S FIRST REQUEST FOR PODS
FILED: OCTOBER 20, 2008

possible to know these particulars in
advance. Further, incremental debt added
to a company’s capital structure may mate-
rially affect its probability of default,
which could in turn affect all aspects of
our recovery analysis (i.e., the most likely
path to default, valuation given default,
and loss given default). Consequently,
changes to a company’s debt structure are
treated as events that require a reevalua-
tion of our default and recovery analysis.

Still, we take into account the potential
for additional debt by limiting the recovery
ratings assigned to unsecured debt—and, in
turn, the notches above the corpotate rating
that might be added. For companies with a
‘B’ category rating, the recovery rating
would ordinarily be limited to ‘2’. For com-
panies in the ‘BB’ category we would limit
the recovery ratings assigned to unsecured
issues to *3°. (Because they are further from
potential default, there is a greater likeli-
hood that interim change of their capital
structure would occur.)

Also we add more debt to the extent that
this is consistent with our specific expecta-
tions for a given issuer. Similarly, we may
assumne the repayment of near-term debt
maturities—without refinancing—if the com-

- pauny is expected to retire these obligations
and has the liquidity to do so. Furthermore,
revolving credit facilities with near-term
maturities are generally assumed to roll over
with similar terms.

Determining distribution of value
Distriburions are assumed to follow a water-
fall approach that reflects the relative seniority
of the claimants, reflecting the specific laws,
customs, and insolvency regime practices for
the relevant jurisdictions for a company. In
the U.S., our general assumption of the rela-
tive priority of claimants is:

w Super-priority claims, such as DIP financing;
= Administrative expenses;

» Federal and state tax ¢laims;

» Senior secured claims;

=" Junior secured claims;

® Senior unsccured debt and nondebt claims;
Subordinated claims;

Preferred stock; and

s Common stock.

However, this priority of claims is subject
to two critical caveats:
= The beneficial position of secured crediror

claims, whether first-priority or otherwise,

is only valid to the extent that the collateral
supporting such claims is equal to. or
greater than, the amount of the claim. If the
collateral value is insufficient to fully cover

a secured claim, then the uncovered amount

or deficiency balance will be pari passu

with all other senior unsecured claims.

w Structural issues may alter the priority of cer-
tain claims against specific assets or entities
in an organization based on the company's
legal entity structure and the relevant terms
and conditions of the debt instruments.

The recovery prospects for different debt
instruments of the same type (senior secured,
senior unsecured, senior subordinated, etc.)
might be very different, depending on the
structure of the transactions. We review a
company’s debt and legal entity structure, the
terms and conditions of the various debt
instruments as they pertain to borrower and
guarantor relationships, collateral pledges
and exclusions, facility amounts, covenants,
and debt maturities. In addition, we must
understand the breakout of the company’s
cash flow and assets as it pertains to its legal
organizational structure, 4nd consider the
effect of key jurisdictional and intercreditor
issues. Key structural issues to explore
include identifying:
= Higher priority liens on specific assets by

forms of secured debt such as mortgages,

industrial revenue bonds, and ABL facilities;
= Non-guarantor subsidiaries (domestic or
foreign) that do not guarantee a compa-
ny’s primary debt obligations or provide
asset pledges to support the company's
secured debt;

Claims at non-guarantor subsidiaries that

will have a higher priority (i.e., a struc-

turally superior) claim on the value related
to such entities;

Material exclusions to the collateral pledged

to secured lenders, including the lack of asset

pledges by foreign subsidiaries or the
absence of licus on significant domestic
assets, including the stock of foreign or
domestic nonguarantor subsidiaries (whether
due to concessions demanded by and grant-
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ed to the borrower, poor transaction struc-

turing, regulatory restrictions, or limitations

imposed by other debt indentures); and

s Whether a company’s foreign subsidiaries
are likely to file for bankruptcy in their
local jurisdictions as part of the default and
restructuring process.

While our analysis typically reduces the
enterprise value by the amount of secured
claims in accordance with its priority, there
may be meaningful excess collateral value that
is available to other creditors, especially those
with a second lien, For example, this is often
the case when secured debt collateralized by a
first lien on all noncurrent assets also takes a
second-priority lien on working capital assets
that are already pledged to support an asset-
based revolving credit facility.

Significant domestic or foreign nonguaran-
tor entities must be identified because these
entities have not explicitly promised to repay
the debt. Thus, the portion of enterprise value
derived from these subsidiaries does not direct-
ly support the rated debt. As a result, debt and
certain nondebt claims at these subsidiaries
have a structurally higher priority claim
against the subsidiary value. Accordingly, the
portion of the company’s enterprise value
stemming from these subsidiaries must be esti-
mated and treated separately in-the distribu-
tion of value to creditors. This requires an
understanding of the breakout of a company’s
cash flow and assets. Because these sub-
sidiaries are still part of the enterprise being
evaluated, any equity value that remains after
satisfying the structurally superior claims
would be available to satisfy other creditors of
the entities that own these subsidiaries, Well-
structured debt will often include covenants to
restrict the amount of structnrally superior
debt that can be placed at such subsidiaries.
Further, well-structured secured debt will take
a lien on the stock of such subsidiaries to
ensure a priority interest in the equity value
available to support other creditors. In prac-
tice, the pledge of foreign subsidiary stock
owned by U.S. entities is usually limited to
65% of voting stock for tax reasons. The
residual value that is not captured by secured
lenders through stock pledges would be
expected to be available to all senior unse-
cured creditors on a pro rata basis.
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Material assets (other than whole sub-
sidiaries or subsidiary stock) not pledged to
support secured debt would be shared by all
senior unsecured creditors on a pro rata basis.

An evaluation of whether foreign sub-
sidiaries would also be likely to file for
bankruptcy is also required, because this
would likely increase the cost of the bank-
ruprcy process and create potential multi-
jurisdictional issues that could impact
lender recovery rates. The involvement of
foreign courts in a bankruptcy process pres-
ents a myriad of complexities and uncer-
tainties, For these same reasons, however,
U.S.-domiciled borrowers that file for bank-
ruptcy seldom also file their foreign sub-
sidiaries without a specific benefit or reason
for doing so. Consequently, we generally
assume that foreign subsidiaries of U.S. bor-
rowers do not file for bankruptcy unless
there is a compelling reason to assume oth-
erwise, such as a large amount of foreign
debt that needs to be restructured to enable
the company to emerge from bankruptcy.
When foreign subsidiaries are expected to
file bankruptcy, our analysis will be tailored
to incorporate the particulars of the rele-
vant bankruptcy regimes.

Intercreditor issues may affect the distribu-
tion of value and result in deviations from
absolute priority (i.e., maintenance of the pri-
ority of the claims, including structural con-
siderations, so that a class of claims will not
receive any distribution until all classes above
it are fully satisfied) In practice, Chapter 11
bankruptcies are negotiated settlements and
the distribution of value may vary somewhat
from the ideal implied by absolute priority
for a variety of inter-creditor reasons, includ-
ing, in the U.S., *accommodations™ and
“substantive consolidation.”

Accommodations refer to concessions
granted by senior creditors to junior claimants
in negotiations to gain their cooperation in a
timely restructuring. We generally do not
explicitly model for accommodations because
it is uncertain whether any concessions will be
granted, if those granted will ultimately have
value (e.g., warrants as a contingent equity
claim), or whether the value will be material
enough to meaningfully affect our projected
recovery rates.



Substantive consolidation—in its pure
form—represents a potentially drastic devia-
tion from the ordering of priorities and distri-
bution of value in bankruptcy plans of
reorganization. In a true “legal™ substantive
consolidation, the assets and liabilities of an
affiliated corporate group are collapsed into a
single legal entity. This effectively would
eliminate the credit support provided by
structural priority, by treating creditors of the
parent pari passu with ¢reditors of operating
units. However, true substantive consolida-
tion is a rarely implemented, discretionary
judicial doctrine. Our analysis relies on the
low likelihood of true substantive consolida-
tion, though we acknowledge that this risk
could affect recoveries in certain cases.

Many more reorganization bankruptcy
plans do involve a consolidation of a more
limited nature. These consolidations do not
radically affect the priority of external credi-
tor claims—but do eliminate many inter-com-
pany claims, guaranties, and distributions
and simplify the plan approval process and
distributions to creditors under the plan.
These “deemed™ consolidations typically pro-
mote the resolution of complex multi-party
negotiations and settlements along the lines
of the relative legal pricrities and bargaining
strengths of creditors.

The bankruptcy process involves an inher-
ent element of uncertainty. Indeed, the impact
of deemed consolidation on recovery can
vary. The extent to which more-senior credi-
tors are willing to make concessions to more
junior creditors to keep the process moving
smoothly and to arrive at a consensual plan
is impossible to predict.

However, in practice, the result of court-
ordered consolidation is not sufficiently mate-
rial enough of the time to be considered in
our recovery rating assignments.

Surveillance of recovery ratings

Our recovery analysis at origination is unlike-
ly to identify all of the actual claims at bank-
ruptcey, or precisely predict the value of the
company or the collateral given a default.
Ratings are subject to periodic and event-spe-
cific surveillance. Facrors that could impact
our recovery analysis or ratings include:

» Acquisitions and divestitures;
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= Updated valuation assumptions;

Shifts in the profit and cash flow contribu-

tions of borrower, guarantor, or non-

guarantor entities;

» Changes in debt or the exposure to non-
debt liabilities

» Inter-creditor dynamics; and

Changes in bankruptcy law.

Features of U.S.-domiciled

corporate bankruptcies

Debtor in possession financing, DIP facilities
are usually super-priority claims that enjoy’
repayment precedence over unsecured debt
and, in certain circumstances, secured debt.
However, it is not possible to accurately
quantify the size or likelihood of DIP financ-
ing or to forecast how DIP financing may
affect the recovery prospects for different
creditors. This is because the size or exis-
tence of a theoretical DIP commitment is
unpredictable, DIP borrowings at emergence
may be substantially less than the DIP com-
mitment, and such facilities may be used to
fully repay over-collateralized pre-petition
secured debt. Further, the presence of DIP
financing might actually help creditor recov-
ery prospects by allowing companies to
restructure their operations and preserve the
value of their business. As a result of these
uncertainties, estimating the impact of a DIP
facility is beyond the scope of our analysis,
even though we recognize that DIP facilities
may matcrially impact recovery prospects in
certain cases.

Administrative exp Administrative
expenses relate to professional fees and other
costs associated with bankruptcy that are
required to preserve the value of the estate
and complete the bankruptcy process. These
costs must be paid prior to exiting bankrupt-
¢y, making them effectively senior to those of
all other creditors. The dollar amount and
materiality of administrative claims usually
correspond to the complexity of a company’s
capital structure. We expect that these costs
will be less for simple capital structures that
can usually negotiate an end to a bankruptcy
quickly and may even use a pre-packaged
bankruptcy plan. Conversely, these costs are
expected to be greater for large borrowers
with complex capital structures where the
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insolvency process is often characterized by
protracted multiple party disputes that drive
up bankruptcy costs and diminish lender
recoveries. When using an enterprise value
approach, our methodology estimates the
value of these claims as a percentage of the
borrower’s emergence enterprise value thusly:
» Three percent for capital structures with
one primary class of debt;
Five percent for two primary classes of
debt (first-and second-lien creditors may
be adversaries in a bankruptcy proceed-
ing and are treated as separate classes for
this purpose);
= Seven percent for three primary classes of
debt; and
= Ten percent for certain complex capital
structures.

When using a discrete asset valuation
approach, these costs are implicitly accounted
for in the orderly liquidation value discounts
used to value a company’s assets.

Other nondebt claims

Taxes. Various U.S. government authorities
successfully assert tax claims as either admin-
istrative, priority, or secured claims. However,
it is very difficult to project the level and sta-
tus of such claims at origination (e.g., tax dis-
putes en route to default are extremely hard
to predict), However, their overall amount is
seldom material enough to impact lender
recoveries, so we generally do not reduce our
expectation for lenders’ recovery by estimat-
ing potential tax claims.

Swap termination costs. The U.S.
Bankruptcy Code accords special treatment
for counterparties to financial contracts, such
as swaps, repurchase agreements, securities
contracts, and forward contracts, to ensure
continuity in the financial markets and to
avoid systemic risk (so long as the type of
contract and the type of counterparty fall
within certain statutory provisions). Recent
amendments to the Bankruptcy Code expand-
ed this safe harbor by, among other things,
including within the definition of a “swap” a
range of transactions widely used in the capi-
tal markets (such as total return swaps and
credit swaps) and expanding the definitions
of counterparties (whether to swaps, repur-
chase agreements, securities contracts, or for-
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ward contracts) eligible to exercise these
rights. In addition to not being subject to the
automatic stay that generally precludes credi-
tors from exercising their remedies against
the debtor, these financial contract counter-
parties have the right to liquidate, terminate,
or accelerate the contract in a bankruptcy.
Most currency and interest rate swaps related
to secured debt are secured on a pari passu
basis with the respective loans. Other swaps
are likely to be unsecured. Quantifying such
claims is beyond the scope of our analysis.

Securitizations. Standard accounts receiv-
able securitization programs involve the sale
of certain receivables to a bankruptey-remote
special purpose entity in an arms length
transaction under commercially reasonable
terms. The assets sold are not legally part of
the debtor’s estate (although in some circum-
stances they may continue to be reported on
the company’s balance sheet for accounting
purposes), and the securitization investors are
completely reliant on the value of the assets
they purchased to generate their return, As a
result, the securitization investors do not have
any recourse against the estate and we do not
consider them claimants when we use an
enterprise valuation approach in our default
and recovery analysis. However, the debtor
emerging from bankruptcy will need to
finance its trade receivables anew, creating an
incremental financing requirerent that must
be considered in the recovery analysis.

When a discrete asset valuation approach is
used, the sold receivables are not available to
any creditors. Additionally, future-flow types
of securitization, which securitizes all or a
portion of the borrower’s future revenue and
cash flow (typically related to particular con-
tracts, patents, trademarks, or other intangi-
ble assets), would effectively reduce all or a
part of the enterprise value available to other
corporate creditors.

Trade creditor claims. Typically, trade cred-
itor claims are unsecured claims that rank
pari passu with a borrower’s other unsecured
obligations. However, because a borrower’s
viability as a going concern hinges upon con-
tinued access to goods and services, some
prepetition claims are either paid in the ordi-
nary course or treated as priority adininistra-
tive claims. This concession to critical trade



vendors ensures that they remain willing to
carry on their relationships with the borrower
during the insolvency proceedings, thereby
preserving the value of the estate and enhanc-
ing the recovery prospects for all creditors.
Qur analysis assumes that these costs contin-
ue to be paid as part of the company’s nor-
mal working capital cycle.

Accordingly, we include trade credit claims
as priority obligations only to the extent that
we believe there will be valid claims at the
time of emergence-—or that the company will
incur additional debt (including DIP facilities)
to pay those claims.

Leases. U.S. bankruptcy law provides com-
panies the opportunity to accept or reject
leases during the bankruptcy process. (For
commercial real property leases, the review
period is limited to 210 days, including a
one-time 90-day extension, unless the lessor
agrees to an extension.) If a lease is accepted,
the company is required to keep rent pay-
ments on the lease current, meaning that
there will be no claim against the estate. This
also allows the lessee to continue to use the
leased asset, with the cash flow (i.e., value)
derived from the asset available to support
other creditors.

If a lease is rejected, the company gives up
the use of the asset. (The lessor may file a
general unsecured claim against the estate
for damages arising from the breach of con-
tract.) We estimate the impact of lease rejec~
tion, starting with a lease rejection rate for
the firm based on the types of assets leased,
the industry, and our simulated default sce-
nario. Leases are typically rejected for one of
three reasons:

» The lease is priced above market rates;

» The leased asset is generating negative or
insufficient returns; or

» The leased asset is highly vulnerable to
obsolescence during the term of the lease.

Qur evaluation may ballpark the rejection
rate by assuming it matches the percentage
decline in revenue in our simulated default sce-
nario or, if applicable, by looking at common
industry lease rejection rates. Case-specific con-
siderations might include, for example, that

.leased assets are unusually old, underutilized,
or priced above current market rates; a higher
rejection rate in such cases may be warranted.
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In bankruptcy, the amount of unsecured
claims from rejected leases is determined by
taking the amount of lost rental income and
subtracting the net value available to the les-
sor by selling or re-leasing the asset in its
next best use. However, the deficiency claims
of commercial real estate lessors is further
restricted to the greater of one year's rent or
15% of the remaining rental payments, not
to exceed three years’ rent. Lessors of assets
other than commercial real property do not
have their potential deficiency claims capped,
but such leases are generally not material
and are usually for relatively short-periods of
time. With these issues in mind, we quantify
lease deficiency claims for most companies
by multiplying their estimated lease rejection
rate by three times their annual rent.

However, there are a few exceptions to our
general approach. Deficiency claims for leases
of major transportation equipment (e.g., air-
craft, railcars, and ships) are specifically ana-
lyzed because these lease obligations do not
have their claims capped, may be longer
term, and are typically for substantial
amounts. In addition, we use 2 lower rent
multiple for cases in which a company relies
primarily on very short-term leases (three
years or less). Further, we do not include any
deficiency claim for leases held by individual
asset-specific subsidiaries that do not have
credit support from other entities {by virtue
of guarantees or co-lessee relationships)
becausc of the lack of recourse against other
entities and the likelihood that these sub-
sidiaries are likely to be worthless if the leases
are rejected. (This situation was relevant in
many of the movie exhibitor bankruptcies in
the early 2000 time period.)

Eniployment-related claims. Material unse-
cured claims may arise when a debtor rejects,
terminates, or modifies the terms of employ-
ment or benefits for its current or retired
employees. To reflect this risk for unsecured
debtholders, we are likely to include some
level of employment-related claims for com-
panies—but only where uncompetitive labor
or benefits costs are a factor in our simulated
default scenario, '

Pension plan termination claims. The
ability to terminate a defined benefit pen-
sion plan is provided under the U.S.
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Employee Retirement Income Security Act
(ERISA), Under ERISA. these plans may be
terminated voluntarily by the debtor as the
plau sponsor, or involuntarily by the
Pension Benefit Guaranty Corporation
(PBGC) as the agency that insures plan ben-
efits. Typically, any termination during
bankruptcy will be a “distress termina-
tion,"” in which the plan assets would be
insufficient to pay benefits under the plan.
However, the bankruptcy of the plan spon-
sor does not automatically result in the ter-
mination of its pension plans, and even
underfunded plans may not necessarily be
terminated; the debtor must demonstrate
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that it would not be able to successfully
reorganize unless the plan is terminated.

In a distress termination, the PRGC
assumes the liabilities of the pension plan
up to the limits prescribed ander ERISA
and gets an unsecured claim in bankruptcy
against the debtor for the unfunded bene-
fits. The calculation of this liability is based
on different assumptions than the borrow-
er’s reported liability in its financial state-
ments. This, in addition to the difficulty of
predicting the funded status of a plan at
some point in the future, complicates our
ability to accurately assess the value of
these claims. &
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Commercial Paper

ommercial paper (CP) consists of unsecured promissory
Cnotes issued to raise short-term funds. CP ratings pertain to
the program established to sell suci'u notes. There is no review of
individual notes. Typically, only companies of strong credit stand-

ing can sell their paper in the money market, although there peri-

odically is some issuance of lesser quality, unrated paper

{notably, prior to the junk bond market collapse late in 1989).

Alternatively, companies sell commercial paper backed by letters

of credit (LOC) from banks. Credit quality of such LOC-backed

paper rests entirely on the transaction’s legal structure and the

bank’s creditworthiness. As long as the LOC is structured

correctly, credit quality of the direct obligor can be ignored.

Rating Criteria

Evaluation of an issuer’s commercial paper
reflects our opinion of the issuer’s fundamental
credit quality. The analytical approach is victu-
ally identical to the one followed in assigning a
long-term corporate credit rating, and there is
a strong link between the short-term and long-
term rating systems. Indeed, the time horizon
for CP ratings is not a function of the t}pical
30-day life of a commercial-paper note, the
270-day maximum marurity for the most com-
mon type of comumercial paper in the U.S., or
even the one-year tenor typically used to deter-
inine which instrument gets a short-term rating
in the first place.

To achieve an *A-1+" CP rating, the compa-
ny’s credit quality must be at least the equiva-
lent of an “A+ long-term corporate credit
rating. Similarly, for commercial paper to be
rated “A-1’, the long-term corporate credit
rating would need to be at Jeast *A-’. In fact,
the ‘A+/A-1+" and ‘A-/A-1’ combinations are
rare. Ordinarily, *A-1" CP ratings are associ~
ated with ‘A+' and ‘A’ long-term ratings.

Conversely, knowing the long-tern rating
will not fully determine a CP rating, consider-
ing the overlap in rating categories. However,
the range of possibilities is always narrow. To
the extent that one of two CP ratings might
be assigned at a given level of long-term credit
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quality {e.g., if the long-term rating is *A’),
overall strength of the credit within the rating
category is the main consideration. For exam-
ple. a marginal ‘A’ credit likely would have its
conunercial paper rated ‘A-2’, whereas a solid
‘A’ would almost automatically receive an
‘A-1". Exceptional short-term credit quality
would be another factor that determines
which of rwo possible CP ratings are assigned.
For example, a company may possess sub-
stantial liquidity—providing protection in the
near or intermediate term—but suffer from
less-than-stellar profitability, a longer-term
factor. Or, there could be a concern that, over
time, the large cash holdings may be used to
fund acquisitions. (Having different time hori-
zons as the basis for long- and short-term rat-
ings implies either one or the other rating is
expected to change.)

Backup Policies

Ever since the Penn Central bankruptcy roiled
the commercial-paper market and some com-
panies found themselves excluded from issu-
ing new commercial paper, we have deemed it
prudent for companies that issue commercial
paper to make arrangements in advance for
alternative sources of liquidity. This alterna-
tive, backup liquidity protects companies
from defaulting if they are unable to roll over
their maturing paper with new notes, because
of a shrinkage in the overall commercial-
paper market or some cloud over the compa-
ny that might make commercial paper
investors nervous,

Many developments affecting 2 single com-
pany or group of companies—including bad
business conditions, a lawsuit, management
changes, a rating change—could make com-
mercial-paper investors flee the credit. Given
the size of the commercial-paper market, back-
up facilities could not be relied on with a high
degree of confidence in the event of wide-
spread disruption. A general disruption of
commercial-paper markets could be a highly
volatile scenario, under which most bank lines
would represent unreliable claims on whatever
cash would be made available through the
banking system to support the market. We nei-
ther anticipate that such a scenario is likely to
develop, nor assume that it never will.
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Having inadequate backup liquidity
affects both the short-and long-terin ratings
of the issuer because it could lead to default,
which would ultimately pertain to all of the
company’s debt. Moreover, the need for
backup applies to all confidence sensitive
obligations, not just rated commercial paper.
Backup for 100% of rated commercial paper
is meaningless if other debt maturities—for
which there is no backup—coincide with

.those of the commercial paper. Thus, the

scope of backup must extend to euro-
denominated commercial paper, master
notes, and short-term bank notes.

The standard for industrial and utility
issuers has long been 100% coverage of con-
fidence-sensitive paper for all but the
strongest credits. Companies rated ‘A-1+’ can
provide 50%-75% coverage. A higher-rated
entity is less likely to encounter business
reverses of significance and—in the event of a
general contraction of the commercial-paper
matket—the higher-rated credit would be less
likely to lose investors. In fact, higher-rated
companies could actually be net beneficiaries
of a flight to quality.

While the backup requirement relates only
to outstanding paper—rather than the entire
program authorization—a company should
anticipate prospective needs. For example, it
may have upcoming maturities of long-term
debt that it may want to refinance with com-
mercial paper, which would then call for
backup of greater amounts.

Available cash or marketable securities are
ideal to provide backup. (Of course, it may
be necessary to “haircut” their apparent
value to account for potential fluctuation in
value or tollgate taxes surrounding a sale.
And it s critical that they be immediately
saleable.) Yet the vast majority of commer-
cial paper issuers rely on bank facilities for
alternative liquidity.

The high standard for back-up liquidity
has provided a sense of security to the com-
mercial paper market—even though backup
facilities are far from a guarantee thar liquidi-
ty will, in the end, be available. For example,
a company could be denied funds if its banks
invoked material adverse change clauses.
Alternatively, a company in trouble might
draw down its credit line to fund other cash



needs, leaving less-than full coverage of paper
outstanding, or issue paper beyond the expi-
ration date of its lines.

In 1999, we introduced a new approach
that offers companies greater flexibility
regarding the amount of backup they main-
tain, if they are prepared to match their
maturities carefully with available liquidity.
The alternative approach differentiated
between companies that are rolling over all
their commercial paper in just a few days and
those that have a cushion by virtue of having
placed longer-dated paper. The basic idea was
that companies—if and when they lose access
to commercial paper—should have sufficient
liquidity to cover any paper coming due dur-
ing the time they would require to arrange
additional funding. However, companies
encountered practical difficulties in imple-
menting the new approach. Moreover,
changes in the banking environment have
since made us more leery about a company
arranging new facilities when under stress.

Still, notes that come due only 11-12
months from now do not require backup so
far in advance. Companies should begin to
actively arrange liquidity backup approxi-
mately six months prior to maturity.
Similarly, 12-month notes that automatically
extend their maturity month by month do
not require back-up arrangements from day
one, They will be able to arrange backup
when and if the extensions stop, leaving a full
12 months to do so.

Extendible commercial notes (ECNs) pro-
vide built-in backup by allowing the issuer to
extend for several months if there is difficulty
in rolling over the notes; accordingly, there is
no need to provide backup for them—i.e.,
until the extension is effected. However, there
is no way to prevent the issuer from tapping
backup facilities intended for other debt and
use the funds to repay maturing ECNs,
instead of extending. This risk is known as
leakage. Accordingly, for issuers that provide
100% backup, unbacked ECNs must not
exceed 20% of extant backup for outstanding
conventional commercial paper.

All issuers—even if they provide 100%
backup—must always ensure that the first few
days of upcoming maturities are backed with
excess cash or funding facilities that provide
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for immediate availability. For example, a
bank backup facility that requires two-day
notification to draw down will be of no use in
repaying paper maturing in the interim. The
same would hold true if foreign exchange is
needed, and the facility requires a few days to
provide it. Moreover, if a company issuing
commercial paper in the U.S, were relying on
a bank facility in Europe, differences in time
zones or bank holidays could prevent avail-
ability when needed. Obviously, a bank facili-
ty in the U.S. would be equally lacking with
respect to maturing euro-denominated com-
mercial paper. So-called swing lines typically
equal 15%-20% of the program size to deal
with the maximum amount that will mature
in any three-to four-day period.

Quality Of Backup Facilities
Banks offer various types of credit facilities
that differ widely regarding the degree of the
bank’s commitment to advance cash under all
circumstances. Weaker forms of commitment,
while less costly to issuers, provide banks
great flexibility to redirect credit at their own
discretion. Some lines are little more than an
inviration to do business at some future date.
‘We expect all backup lines to be in place
and confirmed in writing. Pre-approved lines
or orally committed lines are viewed as insuf-
ficient. Specific designation for commercial-
paper backup is of little significance.
Contractually committed facilities are desir-
able. In the US., fully documented revolving
credits represent such contractizal connmit-
ments. The weaker the credit the greater the
need for more reliable forms of liquidity. As a
general guideline, if contractually committed
facilities cover 10-15 days’ upcoming maturi-
ties of outstanding paper, that should suffice.
Even contractual commitments often
include “material adverse change™ clauses,
allowing the bank to withdraw under certain
circumstances. While inclusion of such an
escape clause weakens the commitment, we
do not consider it critical—or realistic—for
most borrowers to negotiate removal of
“material adverse change” clauses.
In the absence of a contractual commit-
ment, payment for the facility—whether by
fee or balances—is important becaunse it gen-

Standard & Poor's ® Corporate Ratings Criteria 2008 . 107
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108

Commercial Paper

erally creates some degree of moral commit-
ment on the part of the bank. In fact, a solid
business relationship is key to whether a bank
will stand by its client. Standardized criteria
cannot capture or assess the strength of such
relationships. We therefore are interested in
any evidence—subjective as it may be—that
might demonstrate the strength of an issuer’s
banking relationships. In this respect, the ana-
lyst is also mindful of the business cultures in
different parts of the world and their impact
on banking relationships and commitments.

Dependence on just one or a few banks also
is viewed as an unwarranted risk. Apart from
the potential that the bank will not have ade-
quate capacity to lend, there is the chance it
will not be willing to lend to this issuer. Having
several banking relationships diversifies the risk
that any bank will lose confidence in this bor-
rower and hesitate to provide funds.

Concentration of banking facilities also
tends to increase the dollar amount of an indi-
vidual bank’s participation. As the dollar
amount of the exposure becomes large, the
bank may be more reluctant to step up to its
commitment. In addition, the potential
requirement of higher-level authorizations at
the bank could create logistical problems with
respect to expeditious access to funds for the
issuer. On the other hand, a company will not
benefit if it spreads its banking business so
thinly that it lacks a substantial relationship
with any of its banks.

www.corporatecriteria.standardandpoors.com
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There is no analytical distinction to be
made between a 364-day and a 365-day facil-
ity. Even multiyear facilities will provide com-
mitment for only a short time as they
approach the end of their terms. It obviously
is critical that the company arranges for the
continuation of its banking facilities well in
advance of their lapsing.

It is important to reiterate that even the
strongest form of backup—a revolver with
no “material adverse change” clause—does
not enhance the underlying credit and does
not lead to a higher rating than indicated by
the company’s own creditworthiness. Credit
enhancement can be accomplished only
through an LOC or another instrument that
unconditionally transfers the debt obligation
to a higher-rated entity.

Banks providing issuers with facilities for
backup liquidity should themselves be
sound. Possession of an investment-grade
rating indicates sufficient financial strength
for the purpose of providing a commercial
paper issuer with a reliable source
of funding.

There is no requiremenr that the bank’s
credit rating equal the CP issuer’s rating;
nonetheless, we look askance at situations
where most of a company’s banks were only
marginally investment grade. That would
indicate an imprudent reliance on banks that
might deteriorate to weaker, noninvestment-
grade status. @
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TAMPA ELECTRIC COMPANY
DOCKET NO. 080317-El

STAFF'S FIRST REQUEST FOR
PRODUCTION OF DOCUMENTS
DOCUMENT NO. 15

BATES STAMPED PAGES: 9571 - 9572
FILED: OCTOBER 20, 2008

Please provide Statements of Sources and Uses of Funds for TECO
Energy, Inc. for 2008 and 2009 that identify the $350 million and $285
million, respectively, equity infusions from TECO Energy to Tampa Electric
Company discussed on page 23 of witness Gillette’s testimony.

The Statement of Sources and Uses of Funds for TECO Energy for 2008
and 2009 that identify the $350 million and $285 million, respectively,
equity infusions from TECO Energy to Tampa Electric is attached.
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TECO Energy, Inc. - Sources and Uses

($000's)
2008 2009*

CASH FLLOWS FROM OPERATING ACTIVITIES

NET INCOME

ADJ. TO RECON. NI TO NET CASH
DEPRECIATION & AMORTIZATION
DEFERRED INCOME TAXES
AMORT. FOR UNEARNED COMPEN.
PREPAYMENTS AND OTHER CURRENT ASSETS
INTEREST ACCRUED
PAYABLES - OUTSIDERS
OTHER

SUBTOTAL

CASH FLOWS FROM INVESTING ACTIVITIES
CAPITAL EXPENDITURES
AFUDC - EQUITY
INVEST IN CONSOLIDATED AFFIL
OTHER NON-CURRENT INVESTMENTS

SUBTOTAL
CASH FLOWS FROM FINANCING ACTIVITIES
COMMON STOCK
DIVIDENDS
DIVIDENDS TO PARENT
ADVANCE FROM (TO) SUBS
SUBTOTAL

NET INCR (DECR) IN CASH AND CE
CASH & CE AT BEG OF YEAR

CASH & CE AT END OF YEAR

+ 2009 includes | TGN - 1202 Electic and I
Il o Pecr'e Gas, and also assumes [N
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TAMPA ELECTRIC COMPANY
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STAFF'S FIRST REQUEST FOR
PRODUCTION OF DOCUMENTS
DOCUMENT NO. 16

BATES STAMPED PAGES: 9573 - 9574
FILED: OCTOBER 20, 2008

Please provide a complete copy of the reports, analyses, articles, or other
forms of documents referred to or cited from by witness Murry on the
following pages of his testimony:

a. page 17, lines 10-14

b
c
d

. page 39, lines 14 - 18
. page 39, lines 18 - 23
. page 45, line 19 — page 46, line 3

e. page 46, lines 9 - 21

f.
g
h

page 55, line 2 — page 56, line 2
. page 56, lines 2 - 10
. page 56, lines 10 — 14
. page 56, line 22 — page 57, line 9

A copy of the requested document referred to or cited by witness
Murry on page 17, lines 10 through 14 in his direct testimony is
attached.

See the company'’s response to OPC’s First Request for Production
of Documents No. 46 and OPC’s Second Request for Production of
Documents No. 56.

See the company'’s response to OPC's First Request for Production
of Documents No. 46 and OPC’s Second Request for Production of
Documents No. 56.

See the company's response to OPC'’s First Request for Production
of Documents No. 46 and OPC’s Second Request for Production of
Documents No. 56.

See the company'’s response to OPC'’s First Request for Production
of Documents No. 46 and OPC’s Second Request for Production of
Documents No. 56.

See the company'’s response to OPC's First Request for Production
of Documents No. 46 and OPC’s Second Request for Production of
Documents No. 56.
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STAFF'S FIRST REQUEST FOR
PRODUCTION OF DOCUMENTS
DOCUMENT NO. 16

BATES STAMPED PAGES: 9573 - 9574
FILED: OCTOBER 20, 2008

See the company’s response to OPC’s First Request for Production
of Documents No. 46 and OPC’s Second Request for Production of
Documents No. 56.

See the company'’s response to OPC's First Request for Production
of Documents No. 46 and OPC’s Second Request for Production of
Documents No. 56.

See the company’s response to OPC’s First Request for Production
of Documents No. 46 and OPC’s Second Request for Production of
Documents No. 56.
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Printer Version - Board of Governors of the Federal Reserve System Page 1 of 1

Press Release

FEDERAL RESERVE p ress release

Release Date: June 25, 2008

For immediate release

The Federal Open Market Committee decided today to keep its target for the federal funds rate at 2
percent.

Recent information indicates that overall economic activity continues to expand, partly reflecting
some firming in household spending. However, labor markets have softened further and financial
markets remain under considerable stress. Tight credit conditions, the ongoing housing contraction,
and the rise in energy prices are likely to weigh on economic growth over the next few quarters.

The Committee expects inflation to moderate later this year and next year. However, in light of the
continued increases in the prices of energy and some other commodities and the elevated state of
some indicators of inflation expectations, uncertainty about the inflation outlook remains high.

The substantial easing of monetary policy to date, combined with ongoing measures to foster market
liquidity, should help to promote moderate growth over time. Although downside risks to growth
remain, they appear to have diminished somewhat, and the upside risks to inflation and inflation
expectations have increased. The Committee will continue to monitor economic and financial
developments and will act as needed to promote sustainable economic growth and price stability.

Voting for the FOMC monetary policy action were: Ben S. Bernanke, Chairman; Timothy F.
Geithner, Vice Chairman; Donald L. Kohn; Randall S. Kroszner; Frederic S. Mishkin; Sandra
Pianalto; Charles I. Plosser; Gary H. Stern; and Kevin M. Warsh. Voting against was Richard W.
Fisher, who preferred an increase in the target for the federal funds rate at this meeting.

http://www.fedcralreserve.gov/newsevents/presggggy/m()s%%a.htm 9/30/2008
Hearing Exhibit - 00000585




17.

TAMPA ELECTRIC COMPANY
DOCKET NO. 080317-El
STAFF'S FIRST REQUEST FOR
PRODUCTION OF DOCUMENTS
DOCUMENT NO. 17

BATES STAMPED PAGE: 9575
FILED: OCTOBER 20, 2008

Please provide a complete copy of the Minnesota Public Utility
Commission Order cited on page 58, line 20 through page 59, line 4 of
witness Murry’s testimony.

See the company’s response to OPC’s Second Request for Production of
Documents No. 56.

95875
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TAMPA ELECTRIC COMPANY
DOCKET NO. 080317-El
STAFF'S FIRST REQUEST FOR
PRODUCTION OF DOCUMENTS
DOCUMENT NO. 18

BATES STAMPED PAGE: 9576
FILED: OCTOBER 20, 2008

Please provide a complete copy of the respective Commission Order
approving the currently authorized return on equity (ROE) for each
regulated electric utility represented in witness Murry's proxy group.

Witness Murry did not base his analysis on the currently authorized return
on equity for each regulated electric utility represented in the proxy group.
As such, he does not possess the requested documents.
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TAMPA ELECTRIC COMPANY
DOCKET NO. 080317-El
STAFF'S FIRST REQUEST FOR
PRODUCTION OF DOCUMENTS
DOCUMENT NO. 19

BATES STAMPED PAGE: 9577
FILED: OCTOBER 20, 2008

Please provide copies of witness Murry’s workpapers. For purposes of
this response, please provide copies of all reports, analyses, data bases,
inputs, or other forms of information witness Murry relied on in performing
his Discounted Cash Flow and Capital Asset Pricing Model analyses.

See the company’s response to OPC’s First Request for Production of
Documents No. 46.
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TAMPA ELECTRIC COMPANY
DOCKET NO. 080317-El

STAFF'S FIRST REQUEST FOR
PRODUCTION OF DOCUMENTS
DOCUMENT NO. 20

BATES STAMPED PAGES: 9578 - 10251
FILED: OCTOBER 20, 2008

Referring to page 19, line 25 through page 20, line 3 of withess Murry’s
testimony, please provide copies of all “published financial information” for
Tampa Electric Company, TECO Energy, and the comparable electric
utilities that witness Murry reviewed for purposes of preparing his
testimony in this docket.

In addition to the documents provided in the response to OPC’s First
Request for Production of Documents No. 46, attached are the requested
documents. Also, the following confidential documents produced by the
company in response to OPC’'s Second Request for Production of
Documents No. 69 are available for review at the office of Ausley &
McMullen in Tallahassee, Florida at a date and time mutually convenient
to Staff and Tampa Electric:

. “TECO Energy, Inc. Presentation to Fitch Ratings — March 29, 2007,

e  “TECO Energy, Inc. Presentation to Moody’s Investors Service —
March 5, 2007”,

e  “TECO Energy, Inc. Presentation to Standard & Poor’s Corporation —
March 6, 2007”, and

e  “TECO Energy, Inc. Business Update Standard & Poor’s Corporation
—~ March 25, 2008".
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Today’s Agenda & Upcom'ing Communj;cations. "

Today S Meetmg

| l’ Sherrill Hudson strateglc outlook

H John Ramil - operating 'c:ompanies

® Chuck Black — Polk IGCC and enwronmental pollcy

| Gordon Gillette — long-term financial outlook
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Forward L00ki1ig Statements

The Private Securities Litigation Reform Act of 1995 providee a

~ “safe harbor” for forward-looking statements. Certain information included
in this presentation contains statements that are forward-looking, such as
- statements relating to growth projections and trends as well as capital

spending, cash generation and liquidity. Such statements are based on the
company’s current expectations and the company does not undertake any -

- obligation to-update or revise such statements. Such forward-looking

information involves important risks and uncertainties that could significantly -

' affect anticipated results in the future and, accordingly, such results may

differ from those expressed in any fowvard -looking statements made by
TECO Energy.

. For more information regarding these rlsks and uncertainties, review the

Risk Factors section of the TECO Energy Annual Report on form 10-K for

' the penod ended Dec 31, 2006.
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| ‘. Delivering on Commitments |

| Reduce risk to earnings and cash flow from merchant power

— Merchant power exit essentlally completed 2005
" B Final asset dlsposmons 2006

l Retire parent level debt
. — $337 million retlred through January 2007
— Cashonhandto retlre $300 million due May 2007

| Grow Non-GAAP eammgs from 2005 base (excludlng charges, o

galns and synfuel)* ‘
~ 2005 — $0.83 per share
~ 2006 — $0.97 per share
- 2007 - gmdance $0 97 t0 $1.07

] Hegular commumcatlons Wlth the fmancnal communlty

*See reconciiation table in the appendix _ -
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' _Cash- Pridritie_s,

| Reduce parent debt

— Meet TECO Energy 2007 debt retirements wrthout refrnancmg |

B Only $300 million remaining — to be retired with cash on hand

- Retire additional debt with available free cash

B $500 million of accelerated parent debt repayment
through 2010. - , '

o Invest in the core businesses to support earnlngs growth

- Equrty contributions to Tampa Electric
-~ Smaller incremental unregulated rnvestm.ents
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| Optlons to Support Tampa Electric’s Growth

and Parent Debt Retlrement
N | Parent debt retirement plans

— $500 million in 2008 — 2010 penod
= Above the $357 million maturing in 2007

B Strong transportatlon markets and strong transportatlon
M&A markets .

u Repayment of parent debt early
'— Future cash generated used to meet Tampa Electric equ1ty needs

m Morgan Stanley retarned asa fmancral advuser
— Initial indications of strong_lnterest ‘
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Sharéhelder Value

| Certalnty of cash from synthetlc fuel productlon
— 2006 net benefit $65 million -

— 2007 hedged full $195 million of expected 3rd party revenue
. M Net cash benefit $100 million

] Opportumty for significant Iong-term earnlngs growth from
| ut|||ty investments |
— Increased mvestment in Tampa Electric mfrastructure
- Potential Tampa Electric baseload capacﬂy add|t|on

m Consider potentlal dividend growth
— Improved cash flow visibility s

— Board decision :
M Must be comfortable that Iong-term pattem of growth is sustainable
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John Ramil
- President and Coo0
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Regulated Utllltles Tampa Electrlc

| | Expect 2. 5% customer growth

B Expect weather normallzed retarl sales growth of 2.8%

- Reﬂects expected impact of lower per residential customer usage

- Earnings on the first selective catalytrc reduction (SCR) prorect

through the Environmental Cost Recovery Clause-

| ll 2007 non-fuel O&M spending increasing at about rnﬂatronary levels

~ 15% increase in 2006 : _
W Enhanced customer service / distribution system reliability and rmproved coal unit .
" availability / capacity factors.

~ 2007 O&M spendrng supports FPSC requrred T&D system storm hardenrng

11
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s 1-9" -.'__,“

2006

2005

i

. 2004

2003 .

2002

W Residential customer usage M° Weather normalized usage |

15,700

Per Residential Customer Anmiénl Energy Consumption
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Tampa.Electrie Capitél Investments __

'm Almost $1.9 billion 2007-2011 -
| - Total forecast is $300 million hlgher than previous flve-year forecast-

- Includes environmental spending but excludes peaking or baseload
capacity addmons '

'm Major drivers in the forecast period: |
— Generally higher costs for materials. énd contractors -
— $20 million annually for T&D storm. hardenlng
~ $25 million annually for Central Florida transm|ssmn upgrades |

- = $35 million annually for T&D system expansnon and rellablllty to
‘support customer growth

- $30 million annually forCT replacement and refurblshment

[y P
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Regulated Utilities - PeOples Gas

m 10'consecutive yeers of net income’ growth

n Expect approximately 2. 5% customer growth in 2007
. — Slower but still growing housing market |

— Future customer growth expected to improve with |mproved housmg

markets

B Expect therm sales growth in~line with 'customer grthh -

m 2007 Non-fuel O&M spendlng rncreasrng at about rnflatlonary
levels

. Deprecratron expense increase due to FPSC approved
~ .depreciation study and normal system expansion

R T . ' . . . ] . ’ 14
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" TECO Coal - 2007 Exp,ecta’tions ‘

B Expect sales between 9. 0 and 9.5 million tons
- Including 5 7 million tons of synfuel |

u Sales level adjusted to reflect current market condmons |

m 86% contracted / priced
— Expect to conclude European met coal negotlatlons shortly

= Expect cash cost of productlon similar to 2006 levels

- Actlons taken in 2006 expected to help stablllze costs at 2006 Ievel

N Expect per-ton cash and earnlngs margins consnstent with

2006 Ievels

15._‘
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- TECO Coal - Markets -

u Posmve on outlook for coal over the Ionger-term
— Lower cost fuel |
- Announced coal-fired generatlon constructlon :

N Spot market price sngnlflcantly'below mld-2006 levels
— Mild weather caused higher steam coal inventories
- Very few tons actually sold |n the spot markets

= TECO Coal and other CAPP producers reducmg productlon
— Market discipline

N Expect pnce |mprovements when supplyand demand balanced

= Increasing percentage of met / PCI coal production

16 -
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2007 _Synthe_tic Fuel Expectations

u Expect to produce 5.7 million tons |
- Expected 2007 phase-out range $63 to $79 /Bbl NYMEX

1 . Hedged approxumatelv $195 m||||on of mvestor proceeds

against risk of high oil prices

~ — Hedged across the full range
- W Instruments striking between $63 and $79/Bbl NYMEX

B Total cost approxnmately $37 mllllon ($8 mllllon in 2006 + $29 mllllon .

in 2007)

m Results in expected net cash benefits of $100 m|I||on and net
income of about $70 million .

17
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TECO Transﬁert 2007 Expectatiens |

W Markets expected to stay strong
— Continued strong river barge rates
.m River barge supply and demand
~ — Higher oceangoing rates

u ImproVed operations and markets
- = High equipment utilization rates -
-~ — 50 new river barges in both 2006 & 2007 —- offset retlrements
— Improved ut|l|zat_|on of tonnage tax qualified vessels
- Higher volumes through the terminal

® Increased shlpyard days and related expense for
oceangoung vessels | :
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TECO Guatemala 2007 Expectatlons

| Expect continued strong operatlons and energy sales
~— Netincome in line with 2006 levels b ~
o San José and Alborada lower lnterest expense
— Lower interest rates '
— Non-recourse debt amortizatibn
B EEGSA results consistent with 2006
- Lower transmission wheellng revenue
- — Customer and energy sales growth ~

19
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Conclusion

- 'm Expect strong 2_007 operating company results
* — Tampa Electric — higher long-term investment
- Peoples Gas — steady performance |
— TECO Coal - focused on maintaining margins
— TECO Transport — strong market conditidns _
— TECO Guatemala — stable utility-like operations
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- Chuck Black
Pres1dent, Tampa Electric
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‘Tampa Electric - Polk Power Station IGCC

®_Generated most power from
IGCC inthe world - ‘

® 10 years of successful operation

B Dispatches first on Tampa
Electric’s system

B Cieanest coal fired power plant
in North America

— Over 13 gigawatt hours generated -
— Over 5 million tons of coal gasified
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: Polk PoWer Station Unit One IGCC Technology

n In service 1996 ‘ :
- Site — 4,000 acres of former phosphate stnp mine |

Infrastructure to support 1,100 MW

- n Gasnfrer technology orlglnally developed by Texaco now

owned by GE

| Oxygen blown, slurry fed entrained flow, slagging gasrﬂer |
— 2,100 ton per day oxygen production from air separation plant -
| N|trogen used as a diluent in CT . '

m Sulfur removat in the form of sulfuric acid |
— Sold as a byproduct to fertilizer producers
— No scrubber waste disposal :

23
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Polk Power .Stati(.m Unit One IG_CC Technology

. Low emissions of SO,, NO,, particulate and mercury

‘B Slag byproduct reuSed -

W Lower water usage than puiverized coal
— Less steam generation

o Fuel ﬂeX|b|||ty
— 2,200 tons per day of coal and pet coke blend
- W Coal/ coal blends - ;
" Coal / pet coke blends
.M Tested with coal / coke / blomass blends

- Power block dual fuel syngas and distillate oil

24
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Polk Powei' Statlon Unit One IGCC Techm‘)lo‘gy' o

W Overall average unit availability similar to other combined cycle
combustion turbine plants |
— Dual fuel design

u Gasifier availability has"improved .signiﬁcantly over time
—~ Gasifier availability average near 80% over the past five years

. 25..
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¥096

Tampa' Eleétric' Capaéity Requirements

= Peakmg 2009 - 2012 / baseload after 201 2 :
— Working with bidders for purchased power agreements for peakrng capacity

B RFP process for baseload underway

B Desired baseload option — self-build 630 MW solid fuel IGCC unit

— Diversifies fuel supply.
— Existing site
= $133 million of tax credits awarded by DOE/IRS

. Potentlal cost for peaking capacity and IGCC in.excess of $1.5 b||||on

‘W Seeking Florida Iegrslatrve support for IGCC for rmproved cost recovery certamty

— Provides cash AFUDC during construction
.= Provides for first-year revenue requirements through a base-rate surcharge
— Approved at the committee level '

B Several regulatory and permitting steps 'remain' prior to construction

26 _
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Polk Powe'r, Staﬁon Next Generation IGCC

© m 630 MW — two train unit (2 gasifiers, 2 CTs, 1 steam turbine)

B Solvents used for sulfur removal can ‘also remove CO,

l Would be deSIgned to accommodate future (,02 removal IT :
required :
~ Common:in chemlcal mdustry

is feasible
— Saline aquifer beneath site -

27

B University of South Flonda study mdncates carbon sequestratlon |
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Polk Power Station Nexi Generétio‘n IGCC |

W IGCC technology is commercial and utility scale
— Tampa Electric very experienced in IGCC operations

W Gasifier availability similar to pulverized coal

9096

B EPC contracts available
— Commercial guarantees

m Higher capital cost o
— Rising cost common to all generation types
— Ability to use pet coke affects total busbar cost
— Tax credits and Florida legislation
— Environmental benefits

- '?' - ﬁ _.:'.: N ) ," R : - ' . ‘ - ‘_ IR . _ o __ R A-_'_l___;_ , 28 4 .
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Tampa EleCt_lfic EniisSions_ 'Re'duction's:

= Slgnlﬂcant reductlon of SO, and NO, already accomphshed

- All pulvenzed coal scrubbed -

- — Additional NO, reductions with SCR prOjects
N Ail coal unus nave most current. emlssmns controis

. n Enwronmental spendmg needs weII deﬂned

- Slgm-fucant steps to reduce .C02_em|'ssmns already taken

B Repowering of Bayside Station to natural gas

29
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SO, and N(')x Emissions Compared to Electricity Consumption )

502, NOx (tons/yr.)
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.CO;, tons

21,500,000
 20.500,000
19,500,000 }
18;500,@ -
17,500,000 | —
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CO, Emissions Redﬁctiq
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TECO Energy - G'reenhouse-Ga's Principles

We support a national regulatory approach that recognlzes early and voluntary
efforts to reduce CO, emissions . -

We favor-the use of best available oontrol technology (BACT) for all pollutants

We support a cap-and-trade program that does minimizes economic disruptions

We favor an economy wide solution , ,
We favor a solution that‘requlres worldwide participation

We favor a regulatory structure that supports new technotogles including
advanced clean coal technology such as IGCC :

Long-term solutions should address: R |
1. R&D focused on carbon capture and sequestration and low carbon solutions

2. Financial support for IGCC (tax credits awarded to Tampa Electric
and others)

3. Innovative regulatory mechanisms to address hlgher cap:tal costs of
clean-coal technologies :

—— .
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Gordon Gillette

EXéCllﬁVe Vice PreSident- and CFO " .
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Financial Perspective on Development of Strategic Direction

W Continued to search 'for 'wa"ys to further accelerate financial recovery

— 'Several significant accomplishments and commitments to date
B Will have retired $637 million of parent debt 6/05 — 5/07
W Announced $500 million of additional retirements in 2008 — 2010 in 4/06
B Secured $165 million of synfuel cash generation in 2006 and 2007

~ Reviewed other potential options
B Added and or accelerated debt repayment
a Sellmg busmesses to generate cash and reduce business risk

o Developed more defined plans for Tampa Electric
- T&D rellablhty
— Environmental spending
— Transmission system upgrades
. — New generating capacity needs

[

— —— —.
.. e T e
——————— o Tms
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Capital Spending

u Tampa Electric o
= Utility rate base additions above depreciation

B Ongoing caprtal requirements of approxrmately $300 mrllron annually L
— Higher than previous forecast of about $200 million annually -

- — Excludes SCR related environmental capital spending
B Depreciation approximately-$180 million annua‘lly'

€196

— Current base rates may not.support earnrng wrthrn allowed
'ROE range indefinitely -
— Potential IGCC and peaklng unrt investments >$1.5 billion

® Seeking legislation to provide cash AFUDC and first year E
revenue requirements surcharge : '
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Capital Spending ($ Miltion)

| Tampa‘Electri'c Cépital 'EXpen'd.itl.lrésﬂ

$1,200 ¢

$1,000 -
4800 -
1$600 -
$400 -
- $200 -

$-

12007 2008 2009 2010 2011 2012 2013

_ M Without Generation Expansion
B With Generation Expansion
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Capital Spending

® Peoples Gas . S
— Average $50 million annually Slmllal‘ to prewous forecast
B Support system expansion

' TECO Coal

— Average $37 mllllon annually about $1 0 million per year hlgher
than previous forecast
m ngher cost of replacement equment
m New mine development costs -
— Lower cost of production mines

.37..

8002 ‘0Z ¥380.L00 :a3d

$00d ¥O0d 1S3NDIY 1S¥Id S.44V1S

13-21€080 "ON LaXd0d

ANVdINOD Jid10373 VdNVL



Fihancial PerspectiVe ob Strategic Diré_c_tion

B Potentially sell TECO Transport

- Accelerate committed $500 million parent debt retnrement
H From 2008 2010 to 2007 — 2008 -

m Use significant mtemal cash generatlon in 2008 - 2012 to support
Tampa Electric — NOLs through 2011, AMT carry forward 2012,

- Support higher levels of non-generatlon related mvestment at Tampa
- Electric

9196

® Matching parent equity contributions to Tampa Electric with Tampa Electric debt .

— Execute on key preliminary activities for Tampa Electnc generatlon
expansion plans
M Purchase the majority of peakmg wpaclty needs.
m Prerequisites for IGCC
= Understand TECO Energy and Tampa Electnc debt ratmgs outiooks .
— IGCC legislation : : :
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‘Benefits of Strategic Dire‘Ction‘

H Shareholders
- Srgnrfrcant growth in predomrnately regulated eamrngs over the -
long-ten'n
B Eamings growth supportrve of ootentral future dividend. arowth
~ No new TECO Energy common equrty required to support
- significant asset growth
[ | Internally generated funds and asset sales support utllrty investment

n Frxed Income

~ Potential TECO Transport sale
| m Lowers business risk position
' ‘B Cash used to accelerate parent debt repayment
— Potential IGCC Iegrslatron
m Cash generation during construction from- cash AFUDC recovery

o u Surcharge in base rates upon IGCC in servrce - e TR
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* Financial Strategy / Prin_ciples -tlir()ugh 2013

m Goals |
— Maintain strong mvestment grade coverage ratios
— Maintain/improve current business risk profile
~ Reach a consolidated capltal structure with 55%-60% debt

-~ Achieve investment grade ratings at TECO Energy as soon as possible
'm Improve Tampa Electric’s current investment grade credit ratings B

B Strategy/principles for achievement
— Follow established cash priorities
' 1. Parent debt repayment : :
2 Equity investment in Tampa Electric ~ maintain about 50% debt/ capital or higher

- Utilize Tampa Electric cash generatlon first, TECO Energy equity and Tampa -
Electric debt second o

- 3. Smaller incremental mvestments in unregulated oompames :
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o TaX P0sition -

| l $763 mllllon NOL tax beneflt available 12/31/06 _'

— 2006 balance increased due to the flnal dlsposmon of the
‘McAdams Power Station |

_xper-t to nay rmmmal ‘cash taxes through 2011
| l Average about $10 mllllon / year after 2007

| NOLs can be used to shleld galn on a sale of TECO Transport

. = Accelerates use of NOLs

H $197 mllllon AMT carry fowvard avallable at 12/31/06 foruse -

~after NOLs exhausted.
" = Limits cash taxes to AMT (20%) level

41
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2006 Long-Range Cash Projection .'

b
52,500 1 Consolidated
debtftotal capital®
$2,000 - 2007 64%
- 2008 63%
5 2009  61%
§ $1’500 I .
S 2010 57%
$1,000 -
$500 4
2007 2008 2009 2010 2011 2012
‘W Parent Cash M Uitiity Equity M Debt Retirement
.. _*Seethe reconciliation table in the'appeﬁdix. S L - , o ~42_ N
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2007 A_ccelem't_@ed Debt { Re_tii'einent. Plan '

$2,500
$2,000 4

$1,500 -

~ Millions

$1,000 |

$500 { -

S-
2007

~ Consolidated
debt/total capltal®
2007 59%
2008 59%

12010 2011 2012

Accelerated Debt B 2006 Debt Retirement Plan .
' Retiremént Plan - iy e ; '

. *'See the reconciliation table in the appendix.
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" Tampa Electric Equlty COntribﬁtiohs

| | With IGCC and Increased Capital Expenditures

———— e o -

Millions
8

$2,500

$2,000 -

" 2007 . 2008 - - 2009 2010 2011 . 2012

M Equity Contributions with IGCC . I 2006 Equity Contributions
. and higher capftal spending ' ' N
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Cumulative Parent Cash with S:ile of TECO Transport and
Tampa Electric IGCC Cash AFUDC Recovery

$2,500 '

$2,000 -

$1,500 4 -

Millions =~

51,000 ) -

2007 - 2008 2000 2000 - 2011 2012
;I 2007 Parent Cash Forecast * M 2006 Parent Cash Forecast -

I ST T
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2007 Parent Cash Projection -fIncludihg Sale of
TECO Transport and Tampa Electric IGCC

$2,500 -

$2,000 -

Millions

$1,500 -

$1,000 1 -

2007 2008 2009 2010 2011 2012 2013

' M PparentCash W Utility Equity M Debt Retirement
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TAMPA ELECTRIC COMPANY

DOCKET NO. 080317-El

STAFF'S FIRST REQUEST FOR PODS
. FILED: OCTOBER 20, 2008
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- Earnings EXpéctations |

. ® 2007 guidanCe $0'.97, to $1.07 per share -

— From.continuing operations
- — Excludes synfuel benefits

m 2008 — No guidance until better visibility of coal market conditions ..

- Expect to provide guidance in early 2008 B

'l 2009 and beyond
- — Significant growth in regulated and overall earmngs dnven by |

investments in Tampa Electnc
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TAMPA ELEVIRILV VUNIFANT
DOCKET NO. 080317-El

STAFF'S FIRST REQUEST FOR PODS
FILED: OCTOBER 20, 2008
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TAMPA ELECITRIC COMFPANY
DOCKET NO. 080317-El

STAFF'S FIRST REQUEST FOR PODS
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GAAP—Non-GAAP Reconciliation
Net income reconcillatlon R . : _
(§ millions) o L 2006 - 2005

Nop-eMPnesumExaudipgsw@e! - L $ 1723

2004
GAAP net income (loss) : : $ 2463 $ 2745 $ (522.0)
Exclude discontinued operations o (1.9) . (835) 196.5
GAAP net income (joss) from continuing operations 2444 . . 2110 (355.5)
Exclude TECO Transport hurricane insurance recovery : (15) (13.7) C—
. Add TECO Transport direct hurricane costs _ .. 45 126 -
Exclude Dell & McAdams valuation/(gain) on sale net S 8.1) . (1.9) -
Exclude gain on sale of unused steam turbine - - 6.7) - -
Add TECO Energy parent debt retirement : - - 467 62
. Add merchant power valuations ) ) ' - — 480.7
Add steam turbine valuations ‘ : - = - 128
Add taxes on cash repatriation . — — 174
Add asset impairments ' , - — 0.6
Add restructuring charges ' C . = - 65
Add valuation adjustment ' ~ —_ - 34
" Exclude tax credit reversals _ : _ —_ —_ (7.0)
Exclude gain on sale of propane business - —_ — (12.0) -
Total charges and (gains) o (10.8) 43.7 508.6
Non-GAAP resuits from continuing operallons , _ $ 2336 $ 2547 $ 1531
Subtract synfuel benefit 4 : (321) (824) (80.0)
$ 73.1
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GAAP—Non-GAAP Reconcnhatlon

Per share results reconcma'non

($ millions)

GMP net income (joss)
Exclude discontinued operations

GAAP net income (loss) from continuing operations =
Exclude TECO Transport htirricane insurance recovery
* Add TECO Transport direct hurricane costs -
Exclude Dell & McAdams valuation/(gain) on sale net

Exclude gain on sale of unused steam turbine
Add TECO Energy parent-debt retirement
Add merchant power valuations

Add steam turbine valuations

Add taxes on cash repatriation

Add asset impairments

Add restructuring charges,
- Add valuation adjustment

Exclude tax credit reversals .
Excludegwnon sabotpropanebusness
Total charges and (gains) -
Non-GAAP resufts from continuing operauons
Subtract synfue! benefit

~Non-GAAP Results Excluding Synfuel

2006 2005 2004
$ 119 '$ 133 (2.87)
(0.1) 0.31) 1.02 -
118 1.02 (1.85) "
(0.01) (0.07) -
0.03 0.06 - -
(0.04) (0.01) -
(0.03) —_ -
- 0.23 0.03
—_ - 250 -
_ — 0.07
— — 0.09
—_ —_ .0.03
— — 0.02
- — (0.04)
— - (0.06) m
(0.05) . 021 2.64 =
$ 113 $ 123 0.79 L
(0.15) (0.40) (0.41) . o
$ 097 $ 083 0.38 Q
. : 0
: 2}
m
) - o
P B N
N
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(Milions) ~

NYMEX- Phase-out .. Investor Production’ Hedge ~ Hedge

~ oil price/Bbl % Revenue - Cost  Cost Payoff

< 63 0 $195 $58 $37 $ 0
65 12 172 58 - 37 23 -
67. 25 - 146 - 58 37 49
69 . 38 121 58 37 74
71 ' 50 98 58 37 97
73 . 63 72 . 58 37 123
79 100 . $ O $ 58 $ 37 $195.

= Expected phase-out range $63 to $79/Bbl - NYMEX

. Net. |
- Cash
. $100

100

100
100
100
400
$ 100

© Net

~Income

$ 70
70
70
70
70
70

$70°

© 2007 Synthetic Fuel Oil Price Hedging Benefits
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2007 Co‘al/ Synfuel E_condmics .

Conventional coal/ ,'

- synfuel feed stock - ' R Cash/ton . Earmningsfon  Tons
| Revenue =~ .  $ 58 - § 58
— B Cash cost® | h | 46 o 46
~ Cash margin s 12 | 12
DD&A, A&G and allocated interest -1 - 6 |
_Pretax margin | $ 11§ 6  925M*
Svnfuel impact T : |

* Synfuel margin effects*™* S $.(10).  $ (1) . 57M

" Investor proceeds = $ 3- $ 35  56M

- General busmesstaxcredlt - $ — $ 31 © 0.1M

*Fully loaded cash cost of produchon **Mid-point of 2007 production range - = Excludes cost of oll price hedges '

* - - - e gy~ PR
ER L mmemme 2 e g e
- . . I ¥ SRR
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Debt/Total Capltal Reconcﬂlatlon

.DebtAotal caprtal = (total debt + preferred) / (total debt + equity + preferred)

ParentDebt/  Totaldebt/ . Debt/

Prefered Retired  Preferred  Equity Total Capital Total Capital
2006 Actual - $100  $3900  $1,729 $5,629 ' - 69%
2006 debt retirement plan =~ s . ' o
2007 proforma - $471 . . $3490  $1935 = $5425 =~ 64%
2008proforma . $100  $3430  $2040  $5470 63%
 2009proforma- - $100  $3350  $2,155 $5505 ~  61%
2010 pro forma $300  $3055  $2275  $5330 - 57%
2007 accelerated debt retirement plan B - e
2007 pro forma $880° - $3,075  $2,160  $5235 - 59%
© 2008 pro fdr'ma o100 $3155  §2200 $5385 ~  5%%

* Includes’ $1 10 mrllron of TECO Energy guaranteed debt at TECO Transport o
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TAMPA ELECTRIC COMPANY
DOCKET NO. 080317-El

STAFF'S FIRST REQUEST FOR PODS
FILED: OCTOBER 20, 2008




GEI6

TECO Energy
- Spring 2008
Financial Update

New York, NY
‘March 27,2008
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Forw'ard_ Looking Statements

The Private Securities Litigatidh Reform Act of 1995 provides a

“safe harbor” for forward-looking statements. Certain information included .

in this presentation contains statements that are forward-looking, such as .
statements relating to growth projections and trends as well as capital

| spendmg, cash generation and liquidity. Such statements are based on the .
company’s current expectations, and the company does not undertake any

obligation to update or revise such statements. Such forward-looking

information involves important risks and uncertainties that could significantly
.~ affect anticipated results in the future and, accordingly, such results may

differ from those expressed.in any forward-looking statements made by
TECO Energy.

For more mformatlbn regarding these risks and uncertainties, review the

Risk Factors section of the TECO Energy Annual Report on Form 10-K for
the perlod ended Dec. 31, 2007. .
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TAMPA ELECTRIC COMPANY
DOCKET NO. 080317-El

STAFF'S FIRST REQUEST FOR PODS
FILED: OCTOBER 20, 2008

Sherrill Hudson
-Chalrman and CEO
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2007 -AccompﬁShments |

] Increased the dividend 2.6%

~ W Retired parent and parent guaranteed debt

— $765 million total

m Completed the sale of TECO Transport

- ~.$405 million gross cash proceeds -

— $149 million after-tax gain

m Investment grade credit ratings

B Tax credit pArogram for the production of synthetic fuel ended 12/31/07
B $1.07* per share, non-GAAP results at the top of the guidance range. - |

*See reconciliation table in the appendix |
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Priorities

‘Maintaining our priorities

® Invest in the regulated businesses to support grdwth
Equity contributions to Tampa Electric planned in 2008 -

- COntinue"to improve TE'CO Energy’s financial pdsition
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Today’s Presentations

| John Ramil — operating company discussion

— Tampa Electric
B Significant capital investments
- B Base rate relief needed in 2009
— Significant improvement in coal markets
m Responding to stronger markets
m. Increased value of our coal operations.

‘m Gordon Gillette

— TECO Guatemala .

— 2007 financial accomplishments
— 2008 expectations

— Tampa Electric plans
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Regulated Utllltles Tampa Electric -

N Expect contlnued slower customer and energy sales growth

— Housing market not expected to start recoverrng until 2009
" n Srgnrﬁcant mventory to be absorbed A :
. m 2007 burldrng permlts were 40% beiow 2006

u Expect Iong-term customer and energy sales. growth -above 2%

* — Resumption of strong growth depends on economrc conditions and a -. |

) return to a more normal housrng market

= FIorrda s populatron contlnues to grow

% _ U.S. Census Bureau data shows 194,000 new resrdents in the most

recent 12- month perrod (July 2007)
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Residential Per Customer Annual Energy ~C0nsumption.

ge kilowatt hours / customer

Avera

" 14,800

- 15,700+

15,600

15,500+

15,400+

15,300

15,200+
15,1007
15,0007

" 14,9004

2002 2003 2004 2005 2006 2007

B Residential customer usage Weather normalized usage

Vs s

10
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' Tampa Electric Capital Investments

m $2.9 billion estimated 2008—2012
- — Five peaking CTs in 2009 & 2010 — committed
— Peaking CTs and NGCC baseload capaC|ty after 2910 proposed
— $320 million average annuali recurring capital mvestments including:
B Generally higher costs for materials and contractors

B Approximately $30 million in 2008 & 2009 for generatlng units dunng
Selective Catalytic Reduction (SCR) equ1pment mstallatuon

® $19 million for T&D storm hardening

~ m $33 million for hlgh-voltage transmission upgrades statewnde
® $40 million for T&D system reliability :
® $30 million for CT replacement and refurbiéhme_nt .

e

1
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- Tampa Electric Capital Investments

Proposed gén‘eratingcapacity'add-itions |

B Additional peaking capacity in 2011 and 2012
- — Estimated cost $320 million
— Decision to build versus purchase will be based on economics

m NGCC plant in lieu of IGCC in early 2013
— Estimated cost: $555 million |

— Subject to RFP and Need Determination process to determine if it is
the most cost-effective option to meet the baseload need

B Ultimate timing and size of generating capacity additions are

subject to changes in customer usage and economic conditions -

12
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Regulated Utilities — Tampa E%le‘ctric

B Earnings on the second SCR pro;ect through the Envrronmental .

Cost Recovery Clause
— Additional SCRs onlme in 2009 and 2010

® Waterborne transportation disallowance ends W|th the current
contract in 2008

- Lohg-term earnings growth expected from reqwréd continued
“investment in infrastructure, with approprlate regulatory support

for cost recovery

13
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 Regulated Utilities — Peoples Gas

‘m Expect slower cu’stomer‘grdwth in- 2008

— Housing market impacting customer growth -
— Housing market also impacting industrial customers )
— General economic conditions impacting commercnal customers

~ Customer growth expected to improve when housmg market
recovers :

‘m D|rect use of natural gas has lower greenhouse gas emlss:ons
than comparable electrlc appllances

| Seeklng to expand the use of natural gas to help FIonda meet .
- the Governor's Executive Orders to reduce greenhouse gas
emissions —

-~ Solar water heaters-with. natural gas back-up '_ - Cimees
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Regulated Utilities — Base Rate Needs

B Both Tampa Electric and Peoples Gas need base rate relief
within the next year | : . .

W Exact fi iling date to be determined

— Tampa Electric and Peoples Gas expect to earn weII below the
bottom of the aIIowed ranges for the full year in 20()8

W Last base rate proceedlng

_ Peoples Gas — 2002, allowed ROE 10.25 - 12. 25%
~ —,Tampa Electric — 1992, allowed ROE 10.75 - 12.75%

15
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B Since its last rate case Tampa Electrlc has:

- Regulated Utilitie's‘ — Bzise RateN eeds

!

— Added more than 200,000 new customers — 40% increase
— Added Polk Unit One IGCC and four peaking units — $665 million -
— Repowered the Bayside Power Station — $715 miillion
- Made significant investment in infrastructure and facilities
- Higher non-fuel O&M spending :
m. FPSC required T&D system storm hardening

B Cost of commodity materials and contractors
I Employee-related costs

B Future needs:
— New investment to meet 20% reserve margin

— Nelw and increased investments to meet Governor's proposed enwronmental
policies

— Ongoing investment to meet customer growth

n Tampa Electric must remain financially healthy to meet customer
demands and lmplement new energy and environmental poI|0|es

16 -
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Regulated Utilities — Base Rate N eeds

B Since its last rate case, Peoples Gas has:
— Added almost 57,000 new customers »
~ Added 2,000 miles of mains and 1,500 miles of servnce lines
- |=xpeﬂeﬂc-:ﬂg higher non-fuel O&M costs '

B Future needs:
— New investment to meet growth

— New investment to help meet lower greenhouse gas emlssmns
targets

17
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TECO Coal - Ma'rkéts

B Coal markets have strengthened srgnlt" cantly
— International events creating steam and met coal shortages
— Lower U.S. met coal production due to mine-specific events
— High quality steam coal moving to' met markets
— Increasing exports of U.S. steam coal to Europe
- Expected higher CAAP production costs

u Prices significantly above faII-2007 levels

W Utility steam coal customers willing to S|gn multi-year contracts |n

the current environment

‘18
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_TECO_ Coal —2008 Expecta%tions

B Increasing expected sales to 10.5 million tons e
— Additional underground mining equment
— Additional contract miners

B [ncreased sales primarily contracted
— Sold under new multi-year contracts

W 2008 cash cost of production‘ increasing o |

~ All petroleum-related products increasing
B Diesel fuel used for trucking and exploswes contmumg to escalate

| Expect per-ton cash and earnlngs margms conS|stent w:th
prior gwdance

19
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“TECO Coal - 2009 Outlook

-

‘B Expect 2009 salee of 11.0 to 11.5 million tons

— Additional underground mining capacity

— Additional surface mlnlng capacity Expect productlon galns from modified . |
work shifts :

n Expect average prices across all products $7-10/ton hlgher than the .

2008 average of $58/ton

— Published reports indicate that contract PCI and met coal prices in the $80-
90/ton range respectively, are likely

N Expect dlesel-fue_l cost to remain high and »contrac't_miner costs to grow

] Afterf-tax margins and-net income could double in 2009 over 2008 levels

B Our information mdlcates that the coal markets are expected to stay

strong e L |

20
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Conclusion

u Team members foc;uSéd on Safély delive‘ring results and grov_vth o

— Tampa Electric
.l Slower customer growth
W Base rate relief required in 2009
‘B Long-term growth through ongomg mvestment

— Peoples Gas
m Slower customer growth
W Base rate relief required in 2009
B Environmental advantages

— TECO Coal |
~ ® Responding to improved markets — Ionge‘f.-_term benefits

= ot ——— e . e et
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"TECO Guatemala"

B 2007 an exceptional year v
— San José very strong operational performance
— Alborada continued strong operations
— EEGSA good utility results

— Growing earnings contribution from affiliated ene'gy—fe!ated companies and

offshore cash

B 2008 results expected to be Iower -
— Higher planned maintenance for the San José Power Station
— Absence of $1.9 million adjustment to previously estimated results

B 2007 and beyond expected earnings contributions
— SanJosé 50% |
— Alborada 15%

— DECAII* 35%
B EEGSA 45%
B Affiliated energy-related companies and earnings on offshore cash 55%

* DECA Il = EEGSA and affiliated companies ' - 24
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- TECO Guatemala Opportumtles

B VAD (retail distribution rate) setting process at EEGSA

— Not a traditional U.S. rate case process-
] Comparatlve rate review process

- Relatlvely short process with a decision expected mld-summer
m RFP for 200 MW base load coal-fired plant — Union Fenosa

— Have identified several issues with RFP

— 'Bids due April 2008

‘B Guatemala energy needs continue to grow

— Future opportunities for growth -

25
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: TECO Energy 2007 Financial Acconiplishments

~ B Retired $765 million of parent and parent guaranteed debt

— $357 million parent debt at maturity
- $111 parent guaranteed debt at maturity
— $297 million accelerated parent debt

m TECO Energy debt restructuring and maturity extensions

- B Significant balance sheet improvement

-— Reduced debt/total capital from 69% to 61%

B Strong cash generation
— $554 million cash from operations
— $82 million of cash from synthetic fuel protected by oil price hedges

— $405 million of gross cash proceeds from the sale of TECO Transport
B NOLs used to reduce cash taxes on the transaction

R N . . P I

26
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Tax Position

m $508 million NOL tax benefit available 12/31/07
— Expect to pay minimal cash taxes through 2010

® $197 million AMT carry forward available at 12/31§/O7 for use
~ after NOLs exhausted | | |
— Limits cash taxes to AMT (20%) level

27
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- TECO Energy Support
for Tampa Electrlc Investments .

u Targetlng a return to mld 50 S eqwty ratlo at Tampa Electrlc in a

12008/2009

— Final stage of fi nanmal recovery, focused on contmued |mprovements e

in credit ratings

— Equity ratio has been near 50% since the BayS|de Power Statnon | B

repowering and during SCR construction -

B In February, $190 mllllon of equity- contnbutlons in 2008 were |
planned | : |

— Possible additional contrlbutlon of up to. $16O million from
TECO Energy to Tampa Electric -

.28
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- Tampa Electric Auétion Rate Debt

W Five series totallng $286.8 million. © .
— One series insured by AMBAC, four series insured by FIGIC

— In February, two of the five series, $105.8 m|||IO|"I total, experlenced
failed auctions o

B Three series already converted to fixed rate mode
— $86.0 million for four years at 5.0% (Ambac insured) .
— $51.6 million for five years at 5.15% (removed FIGIC insurance)
— $54.2 million to term (10-years) at 5.65% (removed FIGIC insurance)

® Remaining two series totaling $95 million are AMT boniis

— Tampa Electric purchased these series in lieu of redemptlon usmg
available cash and credit facility draws

— Evaluating market conditions for these bonds

29

8002 ‘0z ¥3E0L90 a3 I

SAO0d JOd 1S3NDIY LS¥ld S.44VI1S

I3-21€080 "'ON 13MD0Q4

ANVdINOD DIMLO313 VAdNVYL



¥996

Earnings Expectations

m 2008 guidance $0.95 to $1.10 per share
— Excludes any charges or gains that rmight occur -

® 2009 and beyond | |
- Significant growth in earnings at TECO Coal
— Significant investments in Tampa Electric
— Regulatory sAupp'or,t for the utilities needed

30
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GAAP—Non-GAAP Reconciliation

Net income reconciliation
(3 millions)

GAAP net income (loss)

Exclude discontinued operations

GAAP net income (loss) from continuing operations
Exclude TECO Transport gain on sale

Add TECO Transport transaction-related costs
Exclude TECO Transport depreciation benefit

Add TECO Energy parent debt retirement costs

Add TECO Transport hurricane costs net of insurance
Exclude Dell & McAdams valuation/(gain) on sale net
Exclude gain on sale of unused steam turbine

Total ehérges and (gains)

Non-GAAP results from continuing operations
Subtract synfuel benefit

Non-GAAP Resulls Exbluding Synfuel

2007 2006 2005
$ 413.2 $ 2463 $ 2745
(14.3) (1.9) (63.5)
3989 2444 2110
(149.4) - —
16.3 - -
(9.7) - -
202 - 467
— 30. (1.1)
_ (8.1) (1.9)
— (5.7) —
(122.6) (10.8) 437
$ 2763 $ 2336 $§ 2547
(52.6) (32.1) (82.4)

$ 2237

33 .
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N GAAP.——Non;GAAP Récohciliation

Per share results reconciliation - -

($ millions)

‘GAAP net income (loss)

Exclude discontinued operations

GAAP net income (loss) from continuing operations
Exclude TECO Transport gain on sale

Add TECO Transport transaction-related costs -
Exclude TECO Transport depreciation benefit

Add TECO Energy parent debt retirement costs

Add TECO Transport hurricane costs net of insurance
Exclude Dell & McAdams valuation/(gain) on sale net
Exclude gain on sale of unused steam turbine

Total charges and (gains) -~

Non-GAAP results from continuing operations
Subtract synfuel benefit

Non-GAAP Results Excluding Synfuel

2007 2006 2005
$ 198 $ 119 $ . 133
(0.07) 001) . (0.31)
1.91 1.18 1.02
0.72) . - —
0.08 - —
(0.05) — —
0.10 — 0.23
— 0.02 (0.01)
- (0.04) (0.01)
— -~ (0.03) -
(0.59) (0.05) 0.21
$ 132 $ 113 $ 123
(0.25) (0.16) (0.40)
$ $ 097 $ 083

1.07 -
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2008 Coal Economics

Revenue
Cash cost*
- Cash margin
DD&A and allocated interest
Pretax margin

*Fully loaded cash cost of production including G&A

Eamings/ton »

Cash/ton

$ 58 $ ' 58
48 1 48.
10 10
E 5

$ $. 5

9

Tons -

10.5M

35
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" The Year in Review

'_ Global Power Financing Activity in 2007

’/
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Capital Raising in 2007: Summary Overview

Electric, gas and competitive energy companies raised $83.4 billion of capital in 2007, an increase of 51%
from 2006 ... Debt issuance, excluding securitization, rose almost 65% to $67.4 billion, Iargely driven by -
Yankees ($5. 5bn) and high-yield competmve energy ($14.9bn). .

cl96

Compefitive .  Stranded Cost
Electric i Securitization

Month Debt Preferred _Equity* Debt PMemd g_lﬂ Debt  Equity” Debt

Jan $950 - -~ $1.045 - - -

Feb 400 - $488 150 - 93 _ L= - -

Mar 4,308 $500 243 © 1,255 - 292 $1,514 - -

Apr 950 - - 760 $1000 .42 - - $450

© May 3,200 750 1,182 400 1,000 998 4,897 - 852

Jun 3740 400 815 2,075. - - 253 1589 - 953 '

Ju 500 - - . - - - 1,441 - -

Aug 4315 - - 1,800 - - - - -

Sep 6,830 750 . - 2,000 400 603 . 700 - -

Oct 7,100 320 140 1,800 - . 588 5,000 - -

Nov 3,710 - 396 - - 1,038 3,750 - -

Dec 475 - 313 125 - 751 629 - -

Total $36578  $2720 $3377  $11,500 $2400 $5462  $19,520 $0 $2,084

TotslFinancing  $42,675 . s19382 $19,320  $2,084
Full Year 2007 ' Full Year 2006
' ] Debt™ Preferred  Equity _Total Debt Preferred _ Equity _ Total
Electic . $36,578  $2720  $3377  $42675 Electric $24658  $2525 $1,750  $28,033
Gas 11,500 2400 5462 19,362 Gas 8620 1,150 3672 13442
Competitive Energy 19,320 - - 19,320 Competitive Energy 7,650 - 3,141 10,791
Securitization 2064 - - 2,064 Securitization 1922 - - 1,922
Total ._$60462 $5120 $8839  $83421 Total $42850  $3675  $8,563  $55088
" %.of Total 833%  61%  106%  100.0% % of Total 100.0%

(a) Includes equity-finked financing.
(b)lndudessssbmlonoﬂnmudemnu

T78% - 67% 15.5%

L
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'Debt Issuance in 2007: BréakdOWn by Type, Ma'tu.r'ity & Month

Utility debt — secured and unsecured — was 37% of total power issuance in 2007; competntlve energy was
about 34% of the total with over $19 billion.

" Total: $56.86 bn

$15,000

$2.000
$9,000
$6,000
$3,000 .

Power Issuance by Type

Securitization
3% '
$2.06 bn -
23% " Company
$13.08 bn 26%
$14.70bn
Secured
12%
$6.65bn :
. Competitive
Fall-Aw ay Energy
2% M%
$1.05bn §19.32bn

Power and Gas Issuance by Maturity

Power and Gas"lssuénce by Month

May .
W2006 2007

Total: $67.30 bn

10-15
41%

Oct . Nov Dec

=)
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1
.

Use of Proceeds: Capltal Spendlng vs Refinancing

purposes” — drove most issuance.

~ In 2007, capital spending needs - often appearmg as repayment of short-term debt” or “general corporate

Share Repurchase
cai - 0% . GCP
1% omm: 15%

Acquisition S Repay
32°% : Short-Term
Debt
33%

Total Issuance Considered: $48.4B

GCP: General corporate pumoses'.
Excludes securitization and certain 144A transactions.

E
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| IhVestmeht—Grade VS N’on-lnvéstment-Grad'e'-(NIG) in 2007

Investment—grade power/gas debt issuance comprised over 69% of all volume in 2007. The TXU buyout:
financing, CMS Energy and the subsidiaries of Sierra Pacific Resources were the sole non- lnvestment-
grade utility borrowers while the competmve energy sector was predomlnantly “hlgh yield.”

Power and Gas Debt lss'qan'cq by_ Sector and ,Gradé_

Competitive Energy )
#“investment-Grade mENon-investment-Grade

— e e t— - .«
==~ ———

cl
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© Electric Utility Debt Financing in 2007~ _  _

Otfer Amt Moody/S&P Mw : Gross  Reoffar
Date  Company {ssue _Structure ($MM) Type Ratings Cal Yield Spread Spread Managers
12/05 West Penn Power First Mortgage Bonds 10 NCAL $275 Secured Baa2/BBB+  T+30 5067% 0.650% 4200 BARC/JPM/Scotia/BNP/MS
(144A) 5.050% due 12/15/2017 - ‘ : ) -
12/04  Alabama Power Senior Noles SNCIL $200 . Unsecured A2/A T+25 4839% 0600% +160  MUMSILAZMIZ/Scoba/SUN
4.850% due 12/15/2012 , _ '
1129  Georgla Power Senior Notes 31NCS $100 Unsecured A2A —  6050% 3150% +170 - EdJ/Synows/BBAT/Guzman
6.050% due 150172038 , . : :
11220  Southwestem Electric Power Co.  Senior Notes . 10.3NCAL $300 Unsecured Baal/BBB T+30 5919% 0650% +200 . CITUML/MS/UBSAVACH
§.875% due 03/01/2018 : : . , :
11/29  New York State Electric & Gas  Senior Noles' 10 NCAL $200 Unsecured Baat(n¥BBB#n) T+35 6.166%  NA 4225 BAS/IPMUBS
(144A) , 6.150% due 12/15/2017 o
11128  Pacific Gas and Electric " Senior Notes 10NCA. ~  $500 Unsscured  Baai(P¥BBE+ T+30 5607% 0.850% +167 BNPUJPMMS/Wedbush/
5.825% due 11/30/2017 CastieOal/UTEN
11/27  Dominion Resources Senior Noles 10NCL $35  Hoidoo Baa2BBB(p) T+35 6.038% 0850% 4210 GSML/MSWBIABN/BAS/
. 6.000% due 11/30/2017 KEY/HVB/STUWILL/SCO/PNC
11121 Virginia Electric and Power Co.  Senior Notes 5NCAL " $600° Unsecured  Baal/BBB(p) T+25 5.108% 0800% +175 GSMLIMSWBI/CS/RBS/UBS/
o 5.100% due 11/30/2012 ' . BNY/BNP/LAZ/MIZ/SCO
1127  Viginia Eleckic and Power Co.  Senior Noles 30NCL '$450 Unsecured  Bas1/BBB(p) - T+30 B.367% 0.875% 4200 GS/MUMSWBICS/RBSAUBS/
. 6.350% dus 11/30/2037 ' . BNY/BNPALAZMIZ/SCO
1145  inols Power Senior Secured Notes 10NCIL $250 Falaway/ Bas3(pD)BBBp) T+30 6.140%  NA +190  BARC/BNPUPM/LAZ
(144A wWRR) ‘ 8.125% due 11/15/2017 Secured _ ),
1114  NSTAR Electic Debentures 10NCL $300 Unsecured AlA+ T+25 5683% 0650% +140  CIT/GS/JPM/BAS/BNY/RBS/
5.825% due 11/15/2017 . ' ' KEYILAZWF
1113 Potomac Blectric Power Senlor Notes 30NCL  $250 Falaway  Baai/BBB+  T+35 6519% 087 +190  WACHBNY/KEY/PNC/
6.500% due 11/15/2037 % % ! ST
11113 Wisconsin Public Service " Senior Notes - 10NCL $125  Falaway Aa3/A(n T+420 5604% 0650% + UBS/WACH//ABNALAZ
5.650% dus 1101/2017 An) . e &
11/08  Mississippi Power Serior Notes 10NCIL $35 Unsecured ATA T+20 5600% 0650%  +1
ol ~ 5.600% due 11/15/2017 - 0 (+134 WAGH
11/08  Public Service Co. of Okiahoma  Senior Notes 30ONCL - Unsacured Bae CITVML/MS/UBS
‘ doles, $250 ~ Baa/BBB  T430 6663% O0S75%  +200 :
10/26  EDP Finance B.V. (144A] Notes 5NCIL $1 Holdeo T ! :
8 BV. (1448) e te 110212012 . $1,000 A2(nYA(n) 125 5426%  NA +140 * BARC/CITVMS
1028 EDP Finance B.V. (144A Noles 10.25 NCIL 1,000  Holdco \ 1
‘ (1444) N e s $ A2nVA{n)  T+30 6.015%  NA +183  BARC/CITUMS
5  Ratings lagend: N: Review for downgrade; P: Review for upgrade; n: negative outiook: p: positive autiook. _ : ) L CI
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Electnc Utlllty Debt Flnancmg in 2007 (contlnued)

Offer . . CAmt uoouyrsap "o Gross  Reoffer '
. Date 00mpan'y . Issue Suud.uve (SHM) Type . Call - Yield Spread Spread Managers -
- A024  -Energy Future Holdings (144A) . ~Senior Notes (Toggle) 10 NCS $2500  Haldoo BICCC» . T+50 "11626%  NA 4730  MS/CITUGS/JPMLEH/CS,
e ( d 11150%«»%3?&17 ) L , T " o
1024  Energy Fukire Holdings (144A)  Senior Notes 10NCSS  $2000  Holdeo BMCCC+ - T+50 10875% NA  +655 MS/CITUGS/PMLEH/CS
: ' _ 10.675% due 11/01/2017, . o . _ - e R
10M5  idaho Power Firat Morigage Bonds "30NCL . $100 _ Secured AJA(n) T+25 6270% 0750%  +135 ' BAS/JPMAWACHIKEY/
. 6.250% due 10/15/2037. e : - S _ RBC/PiperWedbush
-~ 101 - Alabama Power (Ambac . Senior Ineured Noles 30 NC/S 3200 Insured (AaalAAA - 6.000%  3.150% +108 EdJ
Lo ‘ Aumtac) s.ooo%mw/m _ : : , o
10/03 " Florida Power and Light Co. First Morigage Bonds _10NCL $300 . Secured AsJA . T+20. 5553% 0650%  +100  BAS/BNP/CS/Daiwa/MK/Pi
. ~7 . '5.550% due 110112017 e . T _ L . perScolia/Savereign
028  PacifiCorp First Mortgage Bonds 30 NCL $600  Secured AVA- _ T+25 ©6258%  NA +140 . JPMILEH/RBS
: 6.250% due 10/15/72037 . S ' : 2 I o o .
0920  Great Plains Energy Inc. Notes 1ONCIL $100 Holko - BeaZBBBAN) T+35 6548% - 0850% +225  JPMIUMB
: e.e'rsx_due-owsmﬁ_ . . o . PaaziBBBN) , N
‘0019 System Enargy Resources First Morigage Bonds SNCL $70°  Sacured BaedBBB+ T+36 6209% 0600% 4200 BARC/Calyon
) I : 6.200% due 100172012 _ : : A .
UTUTTTT 7 l0aMT  Public Service Company of New  First Mortgage Bonds 10NCL- $70  Secured BaaiBBB+ T+25 6.174% 0650% +170 LEM/BAS/BNY
Hampshire < 6.150% due 08Y01/2017 . o , A o
-oan7 .'smnngossaaem:m First Mortgage Bands - 30NCL $260 . Secured Al/A® T+25_ 6.148% O0876%  +142 W,
. : 6.125% due 08/15/2037° ST 07 . T : : Biay/ G OOPRTEN
0913 Enel Finance Intemational SA SeniorNotes - *_ B3NCL  $1,000 . Hoido _ A1 T+25  5748% NA +157 . CITICS/DB/IPM/GEMS
T (144A) . 5.700% due 011572013 o o ATINYAN) : - . M 38ME
0913 EudﬂmncalnunaﬁonaISA SenlorNotes . “1ONCL  $1,500 - Holdco - A1 T+30 B276%  NA +180  CITICS/DBUPM/GS/M
(144A) 6.250% due-08/15/2017 - v A‘“”F‘"’ J o J" )
06/13° Enel Fnance itemational SA° SeniorNoles 30NCL - $1,000 Hokico AINYA(N)  T+35 6821 N #
(1448) - 6.800% due 08/15/2037 o (NYAN) T % 209 “’_"FS’DP’-""‘"GS'_"S
08113  Florida Power C (dlbla First Moriga, 10NCL $250 Secured” A2A- T+25 6836% 0850% +135 BAS/RBS/BARC/DE/
’ Progress Energy 5.800% due SI2017. A o . .- ZI Wiliame IGSILA
‘0313 Florida Power Corp (db/a First Bonds - 30 NCL $500  Secured. A2A- T30 6360%. O05875% +160 BAS/RBS/BARCIODI
Progress Energy ) 6.350% due 09/15/2037 i . ’ : . . .. ZJWiiams IGW
09/10 -cmmmc«: Senior Notes 30 NCL $40 Unsecured : - 8
_ Gonweat : g | _ A3(nYBBaHn) B400%  NA 75 mqu
¥ e L T e s = —— = LTIt e e
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8.96

Electric Utility Debt Financing in 2007 (continued)

Offer Amt Moody/S&P © MW Gross Reoffer
Date Company Issue Structwre  {$MM) Type Ratings Call Yield Spread Spread Managers
0910 Connecticit Light and Power FAR Morigage Bonds 10NCL-  $100 Secured AVBBB+ T+25 5782% 0850% +145 - BARC/PM/HSBCLEHTD
5.750% dua 0012017 _
0910 Connectiout Light and Power FAR Morigago Bonds 30NCL -  $100 Secured AVBBB+ T+30 6.303% O0S875% +175 BARC/JPM/MHSBCLEHTD
: 6.375% due 08/01/2037 ‘ ' _ i
0806  Virginis Electric and Power Senior Notes 1ONC/L  $600. Unsecured Baa1/BBB(p) T+#25 6.002% 0B50% +150 GS/LEH/ABNKEY/BNY/KBC/
‘ 5.950% due 09/15/2017 : Scota/SUN ‘
0905 Kentucky Senior Notes 1ONCL  $326 Unsecured Baa2/BBB TH25 6068% NA  +160  BNPICS/KEY/Fith Thied/Natcity
T (144A) 6.000% due 0/15/2017 o - ‘ - -
0904 Commonwealth Edison First Morigage Bonds JONCA  $425 . Secured Baa2/BBB{p)  T+25 6.188% 0650% +163 CS/MSAWACHIABN/DKILoop/
6.150% due ON15/2017 : Popular :
08/28 NiSource Finance Corp. Notes : 105NCL- $800  MHokdoo Bas¥BBB T+30 6412% 0650% +187.5 BAS/ENP/DBIBMOPperKEY! -
6.400% cue 03/15/2018 : _ RBS
08727 Pennsyivania Senior Notes ‘ 10NCL  $300 Unsecured Baa2(pyBBS T425 6080% NA  +150 CITULEH/Scotia/laSalwSBK
{144A WRR) 6.050% due 0810172017 o . ,
08/24° Georgia Power (Ambac] Senior insured Notes 33 $250 Insured Aaa/AAA - 6.000% 3.150% +108 EdJ
_ : ) 6.000% due 05/01 ) . _
08723 Con Edison of NY Debentires J3ONCA  $525 Unsecured AA(n) T+25 6.342% 0875% +140 BARC/CITVIPMIKEYAAZ!
N £.300% due C&/15/2037 : Mazuho/LoopWILLIAMS
- 08723 MidAmerican Energy Holdings  Senior Bonds ONCL  $1.000 Holdeo Baa1/BBB+ T425 6565% NA  +164 LEHIGS/RBS/BARC/IPM/
: (144A WRR) ~ 6.500% due 0152037 , B 4 WACH :
08/14 Westem Mass Elechric Senior Notes' 30 NCIL $40 Unsecured Baa2/BBE T+30 6.737% O0B875% +176 WACH
6.700% due 08/15/2037 ' _
08/14 Appalachian Power Senior Noles JONCL 250 Unsecured Baa2/BBB T425 6702% 0.875% +170 ABNBARC/CALYON/BNP/
_ 6.700% due 08/15/2037 ) - HunSngton/UBS
08/14 Appalachian Power Senior Noles : SNCL $250 Unsecured Baa2/BBB T+20 5682% 0600% +119 ABNBARC/CALYON/BNP/
A 5.850% due 08/15/2012 ‘ 3 . Hunfinglon/UBS :
08/08 - Wisconsin Powsr and Light Debentures 0NCL  $300 Unsecured A2A- T+25 6418% 0875% +137.5 BASMLICTIUKEY
6.375% due OB/15/2037 . :
08/08 Public Service Coof Colorado  First Morigage Bonds 30NCAL 8350 Secured AVA- T+25 6311% 0875% +130 SPMINAZ/Scotia
. 6.250% chue 08/15/2037 e _ : o - BNPICS! o
0B/08 PPL Elechic Utiities First Bonds ONCL  $250 Secured AVA- T425 6452% 0875% +i
' i Hy Morm : , % 43 BNPICSISWIABWBNYW
07112 Rochester Gas and Electric First Morigage Bonds 26NCA  $100 Secured NYBBBHn) - T426 B4T®% NA  +125 BARC/BNY
7 {1448) 6.470%% due 07/15/2032 A . ) :
071 PPLCepitel Funding, Inc. . - Senlor Notes 4ONC/5S  $100  Holdco Baa2BBB- -~ 6850% 31 CITUMLA
T 6.850% due 0770172047 : M Bs
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6,96

Electric Utility Debt Financing in 2007 (continued)

Moody/S&P

800Z ‘02 ¥3EOLD0

$00d ¥04 1S3NDAN LSANid S.44V1S

Offer - Amt . MW . Gress  Reoffer
Data  Company 1ssue Struciure (SMM) Type- Ratings Call Yield Spread Spread Managers ..
0710  Gecrgia Power Co. (MBIA) Senior Notes 4 4ONC/5  $300  Insured Asa/AAA -~ | 8375% 3150% NA  CITVMLMSWACH/BASHAGE
- 6.375% due 07/15/2047 o it : _
06726 MidAmerican Energy Co. Senior Notes  SNCL $400 Unsecwred =~ A2A-  T+15 5658% 0350% 470 LEWRBS/GS/BARC/SNPIWACH/
. . . . 5.850% due 07/15/2012 o . IABN/Scotia
0626 MidAmerican Energy Co. Senioc Notes 4 10NGL  $250 Unsecured A2A- T+20  5878% - 0.1755% 400 LEHRBS/GS/BARC/BNPWACH
: 5.960% due 07/15/2017 . . ‘ IABN/Scotis  © _
06/25. Slora Pacific Power GER @ Notes 30NCL  $325 Secured - Bal(PVBB+ T+30 6752% 1250%  +153 GS/DRAEHICITVCS
6.750% due D7/01/2037 M _ B
0825 Nevada Power ° GSR Notes * 30NCL  $350 Secured  Bal(PyBB+  T+30 6.752% - 1.250%  +153 CSMLAUBS/GSBARC
. , 6.750% due 07/01/2037 ) . :
06/18  idaho Power Secured Modm-TermNotes 30NCAL ~ $140  Secured AA{n) ~  -8315% -0750% +108 BASIPMWACH/RBC/KEY/
' 6.300% due 08/15/2037 a Wedbush/Wells Fargo
06119 Northem States Power~MN  First Morigage Bonds 30NCL . $350 Secured A2A- THI5 . 6242% 0B76%  +100 BAS/BMOA/BS/Mizuha/USB
» 6.200% due 07/01/2037 , .
08119  CMS Energy Com. logting Rate SeriorNotes ~ 65NC2  $150 - Holdeo Ba1/BB+ ~  3mi+85 1500% NA  DR/BARC/CITUIPMMLAACH
: Mrgy Corp m:»momma . S - :
06119 CMS Energy Corp. Senior Notes 1ONCL  $250  Holdoo ‘Bal/BB+ - T+30 6585%  1500%  +150 DB/BARC/CITVSPM/MLWACH
8.50% dus 07712017 : - ' o A
06/18  Georgia Power Floating Rate Extendible SNCA $150 Unsecured A2/A - 3mL+04 0.125% NA MS
: _ 3mL+04 bp due 07/1872012 _ o , -
© 0812 indiang Power & ’ First Mortgage Bonds 30 NCAL, $165 . Secured Baa1/B8B-(p T+20 6601% NA +128 BAS
: (144A)m Lt 6.600% due 06/01/2037 )
0612 - Union Blectric Senior Seared Notes 1ONCIL.  $425  Fallaway nVBBB-N) T+20 = 6412%  0650% +117 BNY/GSAUBS
(d/ta AmerenUE) 6.400% due 08/15/2017 A i
" 06005 Guif Power Senior Notes - 10NCL $85 Unsecured A2A T+20  5806% 0650% +83 - BARCIMK
M - 5.900% due 06/15/2017 _ E _ _ .
0605  Pepoo Holdings, inc. " Notes. ' 10NCL  $250  Holdco Baa¥BBB- T+  6.196% . 06850% 4122 CSMLAAZMizuhoMS
6.125% due 06/01/2017 o ‘ .
06/0¢ Georyia Power Senior Noles 10NCGL  $450 Unsecured AZA T+15 5720% 0850%  +80 GS/LEH/JPMIDB/RBSMSBC/
. 5.700% due 08/01/2017- . Mg
0531 Duke Energy Carolinas, LLC  Senior Notss JONCL  $500 Unsocured  A3(pYA- T+20 6.101% 0875%  +107 MUMS/BNRICSLAZIUBS
- A  6.100% due 06/01/2037 . A ) MS )
0530  Kansas City Power & Noles 10 NCAL $250 Unsecured  AWBBB(N T+15  5872% 0.850%  +100 - BAS/WACH/BNPIBNYKEYILAZ
e bl Lore 5.850% due 06/15/2017 _ )T e 0 - BASW Pl
0522 Tampa Elechic ' TUTTTTTUSS0NCL. $260 Unsecined ™ Bad2/BBB: ¢ T+25 . 6.192%  0875% - +120  BNPBNY/MLI/Fth ThrdMK/SG/
6.150% due 05/15/2037 : ” SHPBNY ,
8 WW:N:W'MW;P:Wan:WMmWM. Citi
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Electric Utility Debt Financing in 2007 (continued).

Offer . Amt Moody/SEP MW Gross  Reofter
Date Company Issue Struclure . ($MM) ©  Type Ratings Calt Yisid Spread Spresad Managers
.05/16  Jersey Central Power & Light Senior Notes: 10NCAL  $250 Unescured ' Baa2(p)BBB  T+20 5606% NA 499,  BARC/IPMUBS/WACH/BNY/
{(144A WRR) Lo 5.650% due 06/01/2017  Scotia
06/16  Jersey Central Power & Light Senior Notes 30NCA  $300 Unsocured  Baa2(p)BBB T+25  6.176% NA +120  BARCIPMAUBS/WACHI/BNY/
(144A wiRR) . 6.150% due 06/01/2037 _ . " Scolia :
05/14 Virginia Elociric & Power Co. Sonior Notes 30NC/L  $600 -Unsecwed Basi/BBB(p) T+25  6.020% 0875% +114 MSMWACH/RBS/UBS/BNPAA
. 6.000% due 05/15/2037 4 b ) ZMizuho/Scotla
05/11 Westar Energy (FGIC) muom-&aom 4ONCSS  $150  Inswed Aaa/AAA - 6.100% 3.160% NA  CITYWACH/UBS/BAB/BARC/
6.100% due 05/15/2047 : . DB
-05/08 MidAmerican Energy Holdings  * Senior Bonds. 30NC/L  $550  Hokico - Baa1/88B+ T+25  5.985% NA +118  BARCLEHWRBS
(144A WRR) - 5.950% due 05/15/2037 . : ,
05007 Public Service Electric & Gas Secured Medium-Term Notes  30NC/L ~ $350  Secured A3(nYA-(n) T+20  5814% 0.750% +100° BAS/JPMMWACH/Castie/Jack
_ 8.800% due 05/01/2037 ) .
04/12  Fiorida Power & Light Co. First Bonds " 30NCIL  $300 Secured: AsVA T+#15  5864% 0875% +93  ABN/BARC/CITW/BNY/Calyon/
: Hont 5.850% due ‘Fsmm R ) - ; KEYALAZMizuho/Wells Fargo
04/04  Alshama Power (XL Capital) Senior Notes 4AONC/S  $250  lnsured Aga/AAA - E875% 3150% NA  CITWMUMS/UBS/WACHIAG
) 5.875% due 04/01/2047 Edwards/ BNY/Raymond
A ;
04/03  Ohio Power Rate Notes 3NCH.5  $400 Unsecured A3BBB - aml+18  0.350% NA  CSAPM/RBS/Huntington/NatCl
3ml+1Bbp due 04/06/2010 ] - ty
03721 Cleveland Electric Sumin Senior Notes 10NCL . Unsecured  Baa3(pBBB-  T+20 5.721% 0650% +112  KEY/RBS/ONC/Mizuho/Scotia/
sminating 5.700% duo 04/01/2017 m Wiiams
0320 Central Hudson Gas & Blectric Medhm-Tenn Noles 30NCL $33  Unsecured A2A - 5804% 0.750% +108 -BASIPMKEY
.804% due 03/23/2037 : -
03/20 The Southem Company Floating Rate Extendible SNCIL 8400 .Holdeo AYA- - 3mi+15 0.125% NA GSMS
' 3mi+15 due 04/18/2012 - o -
0320 Connecticut Light and Power F&R Bonds 1ONCL  $150 Secured AVBBB+ TH5 - 5413% 0850% +87  BAS/CITUWACH/BNYWedbus
5.375% due 03/01/2017 . : W Wells Fargo/Wiltams
0320 Connecticut Light and Power FER Bonds 30NCL  $150 Secured A3/BBB+ T+20  5818% 0B875% +110 BAS/CITUWACH/BNY)
' ' Lot 5.750% dus BX01/2037 . W Wells F-wwmms’wm
03/46 - Commonweaith Edison First Bonds 29 NCAL $300 Secured Baa2(NYBBB(N T+25 8210% - NA +147
(Reopening: 85.855%) 5.000% due DA/15/2036 _ . ) om
0343  TXU Elactric Delivery Co. Rate SeniorNotes  15NC/Smo  $800 Unsscured Baa2(NYBBB-(N| - 3mLearS cmecs
(144A) 3mL+37.5bp due 0/16/2008 ) a5 M NA :
0312 PECO Energy F&R Mortgage Bonds 3O0NCL  $175  Secured A2A(N) TH20  5737% 0875% +102 JPMRBS/CasteOakDresdner
_ 5.700% due 03/15/2037 . ) 1 KEYLoop
03/09 j . First Bonds 30NCL  $600 Secured A3A- T+ ;
PadifiCorp £t Modga 20  8750% NA  +100 BNPIGS
0308 Pacific Gas and Electric Co. Senior Notes 30 NCIL 00 Unsecured Baa1/888 .839% BARC/CITVOB//ABN/B
. 5.800% due 03/01/2037 . T2 SEWK 07K 4116 RARCICHUDR/ABN/BNYILoop

.

9
Ratings legend: N: Review for downgrade; P: Review for upgrade; n: negative outiook; p: positive outiook.
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Elé'ctric.Utility Debt Financing in j2007 (continued)

Offer - : . Amt Moody/S&P - MW Gross  Reoffer
‘Date Company . Issue Structure = (SMM) | Type | Ratings Calt Yield Spread Spresd Managers
03/08  Georgia Power Senior Noles 30 NCAL $250 Unsecured A2A ~ T+25 5681% O0875% +100  BAS/JPMACalyon/CastieOak/ HSBC
5.650% due 03/01/2037 . ke : o .
0201  CenterPoint Energy Inc. Senior Notes . 10NCA .$250  Holdco Ba1/888- T420 5985% 0650%  +115  BAS/DE/SPMI/CITVCSAUBS/ WACH
. - 5.850% due 02/01/2017 . ) . .
0130 Alabama Power Senior Notss . 10NCA $200 Unsecured -~  A2A  T+i5  5505% 0.650%  +72  CITUWACH/BNY/Scolia
: . " .. 6.550% dve 02/0172017 ) o i ' : T : o
01/11  The Southem Company Senior Notas SNCIL $500  Hoidco AZA- ‘T+125 5326% 0600%  +60 BARCLEH/MI/SUNWiliams
. . 5.300% due 01/15/2012 : ) :
- 0108  Southwestem Electric Senior Notes : 10NCL - $250 Unsecured  Baa)/BBB T+20 5588% 0850% 403  GS/LEHWACH/Calyon/Fifth Third/
Power - S 5.550% due 01/15/2017 i - ) SG
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Competitive Energy Debt Finan‘cing in 2007 _

Offer Amt Moody/S&P MW Gross  Reoffer
Date  Company lssue Structure (SMM) Type Ratings Cait Yield Spread Spread Managers
12/03 Coso Geothermal Leasce Bonds 19.8M07 $62924  Lease Bas¥BEB- - T+50  7.000% NA  +3132 cm
Hidgs (144A) 7.000% cue 07/16/2028 : L. .
11729 Texas Competitive Electric  Senior Notes 8NC/4 $2,000 Uneecured B3/CCC - 11.216% NA 4737 GS/CITUMS/JPMLEH/CS
_ Holdings (144A wiRR) 10.250% due 11/0/2015 ‘ , .
11720 Texas Competiive Senior Notes crcmh) 9NCIS $1.750 Unsecured BA/CCC - 1L74T%  NA 4790  GS/CITUMS/JPMLEH/CS
Holdings (144A WRR) 10.500% due 1101/2016 : . , A
10/24 Texas Competiive Electic ~ Senior Notes 8 NC/4 $3,000 Unsecured Ba/CCC - 10250% NA 4603  GSICITIMSIPMLEN/CS
Holdings (144A WRR) 10.250% due 110172015
10/09 The AES Corporation Senior Notes 8NCL $500  Holdo B1/B T+50  7.750% NA +318  CS/IDBML
(144A WRR) 7.750% due 10/15/2015 - .
10/09  The AES Corporation Senior Notes 10NCAL $1500  Holdoo BB T450  8.000% NA +334 CSDBML
(144A WRR) 8.000% due 10/15/2017 , _
09725 Exelon Generation Co. Senior Nates ‘ 10NCL $700 Unsecured  AMBBB+  T+25 6.233% 0650% +165 BARC/CITUJPM/BNP/DB/GS/Scotia/
6.200% due 10/01/2017 . UBS/CabreralLoop .
G7/i6 ioa Power Pariners, LLC  Semior Sacured Notes 25.0/163 33054 Secured NABBB-  T+50 ©6.505%.  NA +150 LEH
_ (1444) - 6.585% due 06/15/2033 : ) :
07110 Bruce Mansfield Unit 1 Pass  Certificates 280450 $1,1353  Lease Bsa2BBB  T+35  6.850% NA +180  MS/CS//BAS/CITVIPMLEH
Theough Trust (144A WRR)  6.850% dus 06/01/2034 _ : )
* 06/15 Mackinaw Power, LLC Senlor Secured Notss 16.4/8.6 $2889 Secued BaadBBB- T+50  6.296% NA . +120 CIRAEH
8.296% due 10/31/2023
06006  Reiiant Energy, inc. Senior Notes 10 NCAL $726 Unsecured B3B- T+50 7.875%  175% 4202  GSDBJPWMLU/ABNBS
7.875% due 061152017 '
06/06 Rokiant Energy, Inc. Senior Noles 7NCIL $575 Unsecured B¥B- TH0  7625%  175%  +268  GS/DBJPMWMLIABNBS
7.625% dus 0811672014 - . : ' L : .
0531 Tenaska Gateway Partners  Senior Secured Notes 156/ $347  Secured NR/BBB-  T+30  6.052% NA +1186  BNP/Calyon F.
(144A) Y 6.052% due 12/30/2023 9.47 : ' "
O5H7 | tnc. Senlor Unsecured Notes 8NCL $550 Unsecured B2B- - 7.500% ‘NA +278 )
Dynogy Heings Sontor Unsocurad Notes . SR EML MBS BootmAcTI
0517 Holdings Inc. Senior Unsecured Notes 12NCL $1,100 Unsecured 82B- - 7.750% NA 4302 CITUCS/JPM/ABN/BAS/BNI
(144A WRR) 7.750% due 08/01/2019 ) sn.amwslmss/sumfmm 1,:‘
05/01 Edison Mission Energy Senior Notes ' 10NCAL $1.200 Uneecured B1/BB- - 7.000% CS/DB/GSUPMLEN/MLI/RBSUBS m
{144A WIRR) 7.000% due 051572017 ; . NA  +229  CITH L o
05/01 Edison Mission Senior Notes " 12Ne $800 Unsecured B1/88- - 7.200% CIMICS/OB/GSIIPMAEH/MU Qo
(144A WRR) 7.200% due 05/15/2019 A . URBSAIBS Q
05/01 Edison Mission Senior Notes 20 NCL $700  Unsecured B1/BB- - 7 o
gl Senior Notes o027 626% NA 4283 CINCS/DN/GSUPWLEHMURBSIUBS Fr’l
03/13 TXU Energy Rate Senior Notes 15 $1,000 Unsecured Baa2(NVBB(N) - 3mL+50 cmics A
: (144A) 3mL due 08/16/2008 : ) o “'f _ ,,ﬂ~r~__ - N
: S : . : i - P
11 WM.N.M&W.EMMMMn.MM“MM CItlg
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Natural Gas and Pipeline Debt'Financ_izhg in 2007

Offer B Amt Maoody/S&P MW - Gros®  Reoffer . :
Date Company fssue - Structure  (SMM) Type Ratings Call Yield Spread  Spread - Managers
1211 Achapuucogs ‘Senior Notes B7NCA. $125 Hokdco  Baal/BBB+ T+20 6489% 0.850%  +240  GS/SUNWACH/BAS/BNY
(Reopening: 89-251%) 8.375% due 07/15/2016 < o . ]
10723 Panhandle Eastem Pipeline  Senior Notes 10NCL  $300 Unsecwed Bea¥BBB-(n) T+30 6235% 0650%  +182  BAS/PMWACHICALY/LAZWFC/ WILL
: 6.200% due 110172017 , . o
10/18  CenterPoint Energy Senior Noles 10NCL  $250 Unsecwed BaadBBB(p) T+25 6.171% 0650%  +165  CITUMS/UBS/Comerica/HSBS/Scotia/
’ Resources Corp. 8.125% duo 11/01/2017 . . . ) e SUNWACHWame '
10/18  CentsrPoint Energy Senior Notes ‘30NCAL  $250 Unsscured Baad¥BBB(p) T+30 6703% 0675%  +180  CITUMS/UBS/ComericaHSBS/Scotia/
. - Resources Corp. 6.625% due 11/01/2037 ) . - : : SUNWACHWRiams N
10/02 TransCanada PipeLines Ltd.  Senior Notes 30NCL  $1,000 Unsecured AUA- T+25. 6232% 0875%  +145  JPMMHSBC/CITWDBALAZ/Mizuho!
6.200% due 10/15/2037 - . ' . : SocGen -
00/25 ONEOK Partners, L.P.. Senior Notes 30NCL  $600 Unsecwred Baa2BBB T+30 6.574% 0.875%  +108 RBSABSMWACHIBARC/BMO/BNP/RBC
' 6.850% due10/15/2037 . ~ . - .
09/i8 SuMComwdthes Secured Medium Term Notes 30 NCL - $40 Secured A3(nyBBB¥n) -~ 6.380% NA +163 BNYIWACH
(1447) 6.380% due 0B/15/2037 _ - .
08/17 Rockies Express Pipeline LLC  Floating Rate Notes _3NCL $600 Unsecured Baa2/BBB ~  3mi+85 NA NA CITVLEH
: (1444) 3mL+85bp due 068/20/2000 - ‘ .
08/12 DCP Midstream LLC Senior Notes " 30NCAL  $450 Unsecwed Baa2BBB+ T+35 G6788%  NA +210  BARC/JPM/RBS/BASWACH
(1448) : 6.750% due 08/15/2037 . L . ‘ , -
08006 Texas Eastem Transmission  Senior Notes - 10NCL  .$400 Unseoured  A¥BBB+ T+30 6054% 'NA = +155 BARC/ICSMS/BMODS
" (144A) © 6.000% due 01572017 _ : . i
08/27 Enterprise Products Operating Senior Nates ' ' 1ONCL  $800 - Unsecured Bas3(nyBBB- T+25 6.306% 0.650% ~ +170 - BAS/CITVRBS/BMOBNPDawaDNS! -
. uc 6.300% due 09/15/2017 X . Mbuho/Scoia/SG/SUN :
08723  Kinder Morgan Energy Senior Notes , SNCAL $500 Unsecured Baa2/BBB T+25 5872% 0.350%  +150 . CITALEHML/BAS/BARC/LAZRBC/
Partners LP 5.850% due 09/15/2012 : . ©_ RBS/WACH | :
08/14  Guif South Pipefine Co., LP  Senlor Notes SNCAL $225 Unsocured Baai/BBB+ T+20 5.783%  NA +130 CITVMS
. (144A) : 5.750% dus 08/15/2012 , _ . B
08/14  Guif South Pipeline Co., LP  Senior Notes "1ONCL  $275 Unsscured Basi/BBB+ T+25 6.300%  NA +160  CITVMS
(1448) 6.300% due 08/15/2017 : :
0808 Colonial Pipeline Senior Notes 30NCAL  $250 Unsecured  A2A(n) T+25 6404%  NA +1375 BAS/RBS
‘ 6.375% due 06/01/2037 : '
06/18  Kinder Morgan Energy . Senior Notes 305NCA  $550 Unsscwed Baa2BBB T+30 6068% 0875% +170  JPMWRBS/UBS/BAS/BARC/BNPICITVDB
== = Partners, LP. 6.950% due 01/15/2038. _ _ . . T ‘ /NORHVEILAZ/MIZ/Natixia
12 Mngslqond:N:MmMMM;Rth;mnmﬁnaMcp:Mka. T
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Natural Gas and Pipeline Debt Financing.in 2007 (continued)

Offer Amt uoédyrsap [TV Gross  Reoffer
Date Company Issue Structura  ($MM) Type Ratings Cali Yield Spread Spread Managers
06/13 B Paso Comp. Senior Notes TNCL  $375 Unsecwred Ba3(pyBB-{p) T+50 6.940% 0800% +175  DBACITUMS/RBS/BAS/BNP/Fortis/HVE/
6.875% due 06/15/2014 JPM/ML/Natexis/SG/WACH
08/13  ElPaso Carp. Senior Notes 10NCAL  $900 Umsecured Bad(pVBB{p) T+50 7.110% 0.800% +190 DB/CITUMS/RBS/BAS/BNP/Fortis/HVB/
6.875% due 08/15/2017 : JPM/ML/Nalexis/SG/WACH
06/11  Atmos Energy Corp. Senior Notes 1ONCL  $250 Unsecured Baa¥BBB(p) T+20 6.387% 0850% +125 ML/SUNMWACHIBAS/CITUGSAPWLEH/RS
. : 6.350% due 08/15/2017 SIBNY/Comericall AZ/Pipor/ SGAUBS
0531 Enbridge Inc. Senior Notes TNCL  $400 Unsecured  Baal/A-  T+15 G5816% 0625% +93  CITVHSBC/ABNBAS/DR/CIBC/RBC/
: 5.800% due 06/15/2014 4 . Mizuho/SUNAJBS :
04112 Magelian Midstream Senior Notes 30NCA  $250 Unsecwed Bead(PYBBB T+25 6.433% 0875% +150 CITUWACHISPMWLAZILEH/SUN
Partrers LP 8.400% due 05/01/2037 o :
04/11 Source GasLLC - Senfor Notes 10NCL.  $325 Unsecured Bao3BBB- T+26 5942% NA +125 LEHWACH
©(144A) 5.900% due 04/01/2017 . :
04702 Northwest Pipeline Corp. Senior Notes 10NCAL  $185 Unsecured Bal/BB+- T+25 58%% NA  +135 BASRBS/BARC/BoscMWest LB
(144A WRR) 5.950% due 04/15/2017 -
0329 ElPaso Natural Gas y Senior Notes 1ONCA  $355 Unsecursd Baa3(pyBR(p) T+25 5986% NA +135  CITVDBIABN/GS/SPMRBS/SG
(144A WIRR) 6.950% due O4/152017 . . :
03727 Enbridge inc. SeniorNotss 10NGL  $400 Unsecured Baat/A- T+20. 6608% 0.650% +100 BAS/DB/CITVHSBC/MLMS/UBS/CIBC/R)
6.600% due 04/01/2017 ' S - .
03/4 Southem Netural Gas _ Notes - 1ONGL  $500 Unsecired Baa3(pyB4(P) T+25 5822% NA ~ +140 BAS/CITVCS/BNP/HVE/RBS/Scotia/SG
(144A) 5.900% due 04/01/2017 . .
02/07 Northem Natural Gas Senior Notes 30NCA  $150 Unsacured A3(PYA T+20 5805% NA +95 RBS
(144h) 5.800% due 02/15/2037 .
0201 CentsrPoint Energy Sanior Noles " U30NGL  $150 Unsecwed  Baa¥BBB  T+25 6285% 0875% +135 BASIDBUPMALEH/MUMS
Resources 6.250% due 02/01/2037 : )
01/25 Kinder Morgan Energy . Senior Notes 30ONCA 3400 Unsecured Baal(NVBBB T+25 6515% O0.750% +155 DBMLWACH/CITVCommerz/Daiwa/LAZ/
Partners LP - 6.500% due 02/01/2037 - RBC/RBS/Scotia/SUN '
01/25 Kinder Morgan Energy Senior Notes 10NCA ~ $600 Unsecued Beat(NYBBB T+20 6.015% 0450% +115 DB/MLWACH/CITNCommerz/DaiwalLAZ/
Partners LP 6.000% due 02/01/2017 . RBC/RES/Scotia/SUN - :
“0140  Aabama Gas Corp. Noles - 30 NCAL $45 Unsecwsd  A1/BBB+ T+20 5000% 0.875% +113 AG Edwards |
. i 5.800% due 01/15/2037 ) _ : . 0

.13 Ratings legend: N:WMW: P Revlewforupmldo. n nogaﬂveoﬂlookfp:podﬁvooullook.
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Electric Utility and Natural Gas Preferred Stock Financing in 2007

Offer ' Amt Moody/S&P - Par  Yield . Gross

.Date  Campany Issue ’ {SMM) Ratings Value Spread - Spread ~  Structure  Managers
10/16  Gull Power _ Non-Curiative Preference Stock $45 BaaiBBB+  $100 6450%  1.750%  PerpNC/10  BASLEH
_10/15  Alabama Power © NonCumuialive Preforence Siock ~ $50  Baat/BBB+ $25 6500%  1.750% = PerpNCHO  BASLEW
10/03  Georgia Power Non-Cumuiative Proference Stock  $225  Baat/BBB+ $100 6.500%  1.760% - Perp NC/10 chLEWICdnnICasIeOnleoopl
) ] ) . . Toussaint/Willams
0924 Enbridge Energy Partners, LP. _ Junior Subordinated Notes $400 Baad(n)BB+ $1,000 8076%  1.375% 60 Step/10 mmvwmvmsmvwosms
. C 8.050% dus 00/01/2067 T (+345 bp) Sch. Mat: 2037 .
0812  Alabama Power : Non-Cusmuistive Preforence Stock  $150 Baai/BBB+ $25 6450%  1750%  Perp NCO  LEHJPW/BAS
0911 FPLGroup Capltaline Junior Subordinaled Debentures ~~ $360 . AWBBB+ $25 7450%  3.150%  60SwpS  CITVMLMSAUBSAWACH/IAGEBASILEWRY
i ~ 7.450% due 08/01/2067 . RBC o
09/10  FPL Group Capital Inc Junior Subordinated Debentures $250  A3/BBB+ $1,000 7333%  1.000% - 60Step10  BARC/JPMWRBS/WACH/BBVABEAR/DE/H
_ 7.300% due 09/01/2087 o . (+300 bp) VBAAZWILL
06/06 FPL Group Capital Inc . Junior Subordinated Debentunes $400  AY/BBB+ $1000 6672%  1.000% -60Step/i0  JPMILEH/BAS/WACH/BS/Calyon/DB/Fortis/
: 8.650% dus 06/16/2067 : (+170bp) ) HSBC/RBS/SUN/Wiiiams .
05/20 Puget Sound Energy, Inc. Junior Subordinated Notes | 3250 Bal(pVBB  $1,000 E974% -~ 1.500%  60Step105 LEHJPMMS/BNY/CITVUBSWACH
. 6.974% due 08/01/2067 ) (+210bp) - ST . ’
05/21 Enterprise Products Operating LP.  Junior Subordinated Notes $700 Bai(nyBB  $1.000 7.034%  1.375% 60.6 Step/10.8 CITVJPM/LEHWACH
7.034% due 01/15/2088 . (+225 bp) ) :
05/15 TEPPCO Partners, L.P. Junior Subordinated Notes . 8300 Bai(nyBB  $1,000 7.022%  1.375% 60 Step/10  WACH/IPM/SUN/BNP/RBS//BNY/KEY!/
: © - 7.000% dus 08/01/2087 . : : S (+232bp) - Wells
05/08 Wisconsin Energy Corporation Junior Subordinated Notes $500 Bsai/BBB-  $1,000 6.286% _  1.000% 60 Stepy10  CITIIIPMI/BAS/DB
) . 6.250% due 05/15/2067 : . (#165bp)
" 04/30 TransCanada PipeLines Limited Junior Subordinatad Notes - "$1,000  A¥B8B(n) $1000 6374%  1.000% 60 5tep/10  CITVDB/IPM/HSBC/BOTMMizuho/SG
.. . ) 6.350% dus 05/15/2067 . (+175 bp) : .
0315 PPL Capltal Funding Junior Subordinated Notes - - $500 BaadBB+  $1000 6.732%  1250% 60Step/10  BARC/IPM/MS/WACH

8.700% due 03/30/2067 - ‘ (+220 bp)

=, —— s e b wmman o

14  Ratings legend: N: Review for downgrade; P: Review for upgrade; n: negative outicok; p: positive outiook.
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Power Equity Financing in 2007

Offer _ Shares Offering Amt Gross Spread Book-running
Date Company Offerad (a) Price {SMM) $/share % Lead Manager(s)
12106 Empire District Blectric Co 3,450,000 $2200  $79.35 $0.978 4.250% -uBs

1205 Sierra Packic Resources 13,800,000 $1890  szm2 NA NA DB

1116 Westar Energy Inc 8,740,000 $2525 322069 $0.884 . 350% JPMUBS
1108 Papco Holdings Inc 8,500,000 2700  $17650 N NA Y

1022 Omnat Technologles 3,000,000 4650 $14040 $0.900 1.02% LEH -

0813 - Portiand Genoral Eectic Co. 23,660,000 $2800  $815.19 © $0.780 3.00% DEALEH
05121 Dynegy Inc. 96,890,000 $970  $839.84 $0.004 0.04% GS

05/10 Coneolicated Edieon, Inc 11,000,000 $5078  $58.58 $0.050 0.096% JPM

0321  EnergyEast 10,000,000 $2425  $24250 $0.728 3.00% )

) Vectren Corp. 5,260,000 - $2833  $14987 $0.990 256% JPMmL
a2/ TG Hokdings Corp. 8,149,554 $4390  $357.76 80150 0.34% cs

15 .

(a) Includes amount of greenshoe exercised.
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Gas and Pi‘p_eline Equity F_inanCing in 2007

Gross Spread Book-running

Offer Shares Offering Amt
Date 'C&npan'y 6ﬂored (®) Price . (SMM) $ishare” % Lead Manager(s)
12113 Crosstex Energy LP " 2070000  $3328 $66.69 $1.160 3.546% GSMB
12112 Energy Transler Partners LP 5750000 - $4881 $28088 $1.952 3.909% UBS/CITVWB
12005 Wiliams Partners LP 9250000  $37.75 - $401.66 $1.510 4.000% LEH/CITVML
11130 Kinder Morgan Energy Partriers 7430000  $48.34 $361.79 $1.250 2.533% MUUBS
s Buckeye Partners LP 2000000  $48.30 $111.09 $1.000 2.070% LEH
115 E Paso Pipeiine Partners, LP. 25000000  $2000 $57500 $1.200 6.000% CTLEHGSABS
10/18 Targa Resources Partners LP 15530000  $26.87 $471.84 $1.074 4.000% CITVGS/LEHML
10/11 Vanguard Natural Rescurces 6,000,000  $19.00 $114.00 $1.250 6.830% cm
09/20 K-Sea Transporiaion Partners LP~ 4,030000  $30.50 $160.19 $1.580 4.000% LEH/CITVUBS
© .. . oeant  EncoreEnergyParinersLP 10350000  $21.00 $217.35 $1.381 6.624% UBSILEM
% " 08m5 . Magetian Midstream Partners LP 8500000  $2661 s226.18 NA '™ LEHMS
=] 07126 Regency Energy Partners LP 11,500,000  $32.05 $368.56 $1.282 4000% GS/MS/UBS
06/26 Spectra Energy Partners L9 11,500,000  $22.00 $253.00 $1.375 6.250% CIMALEH
05/21 inergy Holdings LP . 1,500,000 $561.50 $72.25 $0.960 1884% cm
05117 TransMontaigne Partners LP 4,800,000 $36.60 $176.64 $1.680 4.500% MS/UBS
05/16 Enbridge Energy Partners LP 5300000  $58.00 $307.40 $0.060 1.655% LEHUBS
0516 Kinder Morgan Management LL 5700000  $5226 $207.88 NA NA cm
05115  Teekay NG Partners LP ‘ 2300000  $38.13 $87.80 - "$1.380 2624%  WACH
0515 Martin Midstrearm Partners LP 1200000  $4225. . $50.70 $1.530 3821% AG Edwards
0412 Enterprise Products Pariners LP 13500000  $31.25 $421.88 $0.630 2016% LeM
02121 Inergy LP 3,000,000 $31.05 $83.15 $0.880 ~ 2190% " UBS
-7+ 01/30====- - ‘Duncan Energy Partners 13,000,000 --$2100. .. . ... $273.00 e $1200 . 6000% LEHUBS

16 (a) mdudesamoulofgumeumed
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Electric Utility Securitization in 2007 .
The first securitization of environmental costs was c’ompleted in West Virginia by two utility subsidiaries of
Allegheny Energy: Monongahela Power ($344.475mm) and Potomac Edison ($114.825mm). The first

securitization of storm costs (and reserves) was completed by Florida Power & Light ($652.0mm) and -
- followed by Entergy Gulf States ($329.5mm). Baltimore Gas and Electric securitized power cost deferrals.

Legal-

Offer : ' Expected  Final Amount WAL Yield  Price  Underwriing  Reoffer

Date  issuer Tranche Coupon  Final fyrs)  ($mm) (yw) (%) (%) Commtission - 8pread  Managers

0822 RSB BondCo LLC Al 54T 10012012 200 $264000 299 5469% < 00OTSOT%  0400%  Swaptt  BARCICITUMSRES

0622 RSB BondCoLLC A2 STZ% OADIZ0I6 200 SZ20000 689 G7Z0% O9SE8I%  O400%  Swp  BARCICHUMSRBS

08722 RSB BondCo LLC A3 582% OADIR0T7 225  $119.200 027 5825% 0083340%  0400%  Swaps8  BARCICITUMSRBS

0022 Eootsut o A OSSN fomIZOZ 100 SASW 209 85K Ve NA Swapi2  MSIFiat AbanylLoopR Beal -
022 EmeOuSues oo A2 ST 10DV 100 _sm.éoo 9 57N Var NA Swap+6  MS/First AbanyiLoop/MR Beal
(622 ErowoutSaws o A BI% OVEZI 125 SUAAW 1226 SN Ver NA Swap+8  MSIFirst AlbanylLoopMR Beel
0515 FPL Recovery Funding LLC A1 50630% 02012011 200 $124000 197 50530%  Var NA Swap-t  WACH

0515 FPLRecoveryFundingllC . A2  50M0% 08012013 200  $140000 498 50440%  Var NA Swapt2  WACH |

0515 FPL Recovary Funding LLC A3 51273% 08012015 200  $100000 731 5A273% . Var NA SwapsS  WACH

05115 FPL Recovery Funding LLC A4 52565% 0GO12019 200  $288000 1038 52555%  Ver NA  Swaps8  WACH

0404 WPEmionmentsiFundngLLC A1 49620% 01012010 200  $88200 400 49820% 100000%  0300%  Swap!  FirstAbmnyLoop/Bear/Scoti
' 0404 MPEmicomentalFundngllC A2  S2125% O7OU2013 200  §76000 1000 52325% 100000%  0AO0%  Swapd25 First AbianylLoopiBeariScots
044 MPEmvioomentaFundegLLC A3 5AG2S% OTOUZ0S 200  $1S260 1600 54625% 100000%  0500%  Swapi2 FirstAbanylLoopfBearScoti
OAD4 MPEmonmentalFundigLC A4  55225% OIDW2018 100  $29025 2000 55225% 100000%  O560%  Sweps1395 First AbanyfLoopiBearrScoti
0404 PEEmvronmental FundinglLC A1 48820% OUDI2010 200  $2B450 400 48620% 100000%  0300%  Swapt  First AbanylLoop/BearScotie
0404 PEEmivnmental FundnglLC A2  52305% 07012013 200 _ $26700 1000 52325% 100000%  0400%  Swap+325 First AbanylLoopiBear/Scoti
0404 PEEmimnmentsiFundingLLC A3 54825% O7TOI2015 200  $60700 1600 54625% 100.000%  O0.500%  Swap+i2 - First AlbanylLoopiBeas/Scotia
OAD4. PE Emironmental Funding LLC A4 0550%  Swap+1395 First AbanyLoopiBeariScoti

55225% 01/01/2018  1.00 $0.675 2000 55225%  100.000%

All utility securitization bonds are Aaa/AAAJAAA (Moody's/S&P/Fitch), unless otherwise md. ’
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IRS Circular 230 Disclosure: awm-wmmwmwuuéhplm MMMMdmmhmmmhnumwmbhmmhmh
used or reljed upon, byywhrﬂnmdavddmawthaMmMManmmhmmmMwuﬂw’dwmﬂmmm
("Transaction”). Accordingly, you should seek advice based on your perticular clicumstances from an independent tax advisor.

Anylanmoeﬂoﬂahemnmhm&dhdhmaﬂmwmmlymdmwbhdbﬂnﬂﬂmumhﬂhhup.nbdohﬂvcmhnqmm Thbpmmaﬂonl-mneuuwm-mbw syndicats a

financing, underwrite or purchase securities, or commit mumdmlouglhmbmmmam!ﬁmm nor are we acling as a fiduciary to you. By accepting this presentation, subject to applicable law

or regulation, you agree to keep confidential the existence of and proposed terms for any Transaction.

Prior to entering Into any Transaction, youlhoulddehﬂe.mmupmuuwmanomcMWMﬂh(aMMnﬂydmmmnywmabbloMmammrhlu)mmlas_.
that (a) we are not in the business of providing (and you are

the legal, tax and accounting cheracterizations and consequences of any such Transaction. In this regard, by accepting this presentation, you acknowledge
nohdyhgonusbr)lenal tax or accounting advice, (b) there may be legal, tax or accounting risks associatad with any Transacion, () you should receive (and rely on) separate and quaiified legal, tax and accounting

advice and (d) you should apprise senior managament in yourommlnﬂonubmdlloml tax and accounting advice (and any risks associated! with any Transaction) and our disclaimer ss to these matters. By .

acceptance of theee materials, you and we hereby agroe that from the commencement of mwmuwmmmmmmmmmqmmhmwm.mwm
that-no participant in any Transaction shail be limited from dieclosing the U.S. tax treatment or U.S. tax structure of such Transaction.

We are required to oblain, verlfy and record cestaln information that identifies sach entily that enters into a formal business relationship with us.- We will ask for your compiete name, street address, and taxpayeriD -

number. We may also request corporate formation documents, or other forms of identification, © verify information provided.

Any prices or levels conhhedheuhmpdmkmynndhdiaﬁnm’ywdonawmwsoroﬁeu These indications are provided aoblyforyournfomuuonmdmn are subject to change at any

time without notice and are notintended as a solicitation with respect to the purchase or sale of any instrument. The information contained in this presentation may include results of enafysas from a quantitative model

which represent potential future events that may or may not be reafized, and is not a complete analysis of every material fact representing any product. Any estimates included herein constitute our judgment as of the

dmbanofandmwbpcuodmnoewlhounnynoﬂca WomdlumrdﬂhtumymdwambdhhmiﬂumnihrwwmmdbrwmmAmﬂhgly\nmyhaveapodﬂonhawm

Instrument at any time.

Mnughlhmahthlmymwbldyavahbhmmbn

indirectly, a favorable or negative research opinion or offering to change an opinion as consideration or inducement for the receipt of business or for compensation; and (i) prohibits analysts from being compensated for
recommendations or views contained in research reporis. &umm&mh.mﬂhmhdm”m”mm”mmdwmd Interast, Citl has enacted poiicies and

clrcumstances.

’ procedures dasignad to limit communications between s investment banking and research personnel to specifically prescribed

© 2007 Citigroup Global Markets inc. Member SIPC. nmmmmcﬂmmmmwwmmamm wmﬂamandmmcdmdngsumdmhm
ﬂlawwld )
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Debt Capital Markets Update |
Energy & Power Weekly - Year in Review

| Treasuries Rally in Second Half of 2007 ® - [ Treasury Markcet & the Fed
' o Treasury Market '
5.50% a  Coming into 2007, Treasury yields were flat to inverted and remained

3.90% -

3.50% 4

3.10%

. relatively stable through May. Beginning in June and continuing through
December, Treasuries rallied across the curve as a result of extreme volatility
and uncertainty surrounding financial markets
» The 5-, 10-, and 30-year Treasury yields ended the year down 124, 67, and
37 bps, respectively
» In conjunction, the yield curve steepened, and the 2s / 10s differential
5=m;-13"' went from -10 bps to +97 bps from January to December

The Fed A
= 10-year UST = The FOMC cut the target Fed Funds Rate three times and the Discount Rate
=—=30-year UST four times this year for a total change of 100 bps and 125 bps , respectively, in

order to encourage borrowing and ease the strains of the weak housing market

1-Jan

L] 'meFedFundsRateendedtheyearaMJS%andMerrillLymh
economists expect it to bottom out at 2.0% by 2009
s The Discount Rate ended the year at 4.0%

15-Feb 1-Apr 16-May 30-un 14-Aug 28-Sep 12-Nov 27-Dec

[ Fed Funds Cut; LIBOR Remains Elevated

_Fed Funds —‘SMIJBOR

s To further bolster lending and to help create liquidity, the Fed
established two term auction facilities of $20bn each

& Despite Fed efforts, the spread between the Fed funds target rate versus LIBOR
ended the year at 40 bps, up from 11 bps at the first of the year and above the
Q1 average of 10 bps, sxgnallmganavetsxonhohlerbanklmdmg .

2007 Broader Market Highlights -

m  Inlate February, subprlmemottgagedefaultsmdrecesswnrunmrsfueleda
single day 400+pt DJIA sell off. Equity Office Properties accepted a $39bn offer
by Blackstone Group in the largest LBO ever .

& .OnJuly 19%, the DJIA broke 14,000. Throughout July, significant losses related
to subprime mortgage defaults spread through the markets

= In August, the Fed began to take a more active role to preserve liquidity with

. cash injections via open market operations / Discount Rate cut by 50bps

- m Concerns over short term liquidity (i.e. Commercial Paper, Auction

- Market Preferred securities) drove credit premiums higher
&  OnDecember 5%, President Bush announced an initiative addressing the

- subprime issue that would prevent homeowners from entering foreclosure
I iy o oo .20 T -
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' Debt Capital Markets Update
Energy & Power Weekly Year in Review

I E&P Issuers Extended Duratlon in 2007

"$40bn  TotslIssuance
1 . w2006 m2007 o
$693bn $795bn

<-5Ym >5w15¥eus

I Spreads Wldened But Ylelds Held Constant

BBB-Utility Yield

BBB-Energy Yield

- - -

FMAM)]A

';—-nwumys;:ud — - BBB-EnergySpread _

Source: S&P “Global Oil and Gas Upg

I Market Commentary
_ Energy & Power new issue activity increased 15% yearovuyearﬁomZO%m

spite of the “credit crunch” that characterized the second half of the year. E&P

’ msnmmﬂecﬁedﬂlebmadetcmpomteumketwlﬂchmseappromtely 10%

versus 2006 levels. The two biggest months for E&P supply were Juneand .
September ($13.3bn & 13.8bn, respectively) while the two smallest were

January and February ($3.5bn & $550mm, respectively)

#2008 maturities are up approximately 30% erhlmawluleEnergy&
Plpelmecompamesareseangafall-oﬁofm%
The Utility, Oil, and Gas sectors were less sensitive to the downturn in housing
and weakening economy than other industries, and for this reason, access to
credit and capital markets remained relatively open throughout 2007
a In the Oil and Gas subsector; credit upgrades outpaced downgrades two-
to-one (21:10) due to the ongoing strength of crude oil prices and the
genierally solid credit profiles of investment grade issuersf®

- = For the Utility subsector, upgrades also outnumbered downgrades but

by a smaller margin (27:21) @
However, the sector is sensitive to systemic market dislocations, as seen in
August 2007, Although liquidity returned to the market by early September,
credit spreads widened and remained wider through the end of the year, as
risk was universally repriced’ '

" w The Meill Lynch A- and BBB-Rated Utllity indices widened by 74 and

88 bps from January 1*. Similarly, the ML Energy Corporate Index
widened by 78 bps
s Yet because of rallying Treasuries, yields actually decreased slightly from
the beginning of the year by an average of 0.05%
Overwhelmingly, E&P issuers have preferred fixed over ﬂoating rate notes and
longer dated maturities in recent years. In 2007, 94% of total issuance was
fixed, compared with 88% in 2006. Correspondmgly,49%of2007and36% of

© 2006 issuance was in the 15+ year maturities

mmpmmw October 10, 2007.

Outpace D
MMJ'USWM@MMW November 1, 2007.

(1]
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Disclaimers

* 'This proposal is confidential, for your private use only, and may not be shared with others (other than your advisors)

Merrill Lynch prohibits (a) employees from, directly or indirectly, offering a favorable research rating or specific price
target, or offering to change such rating or price target, as consideration or inducement for the receipt of business or
for compensation, and (b) Research Analysts from being compensated for involvement in investment banking
transactions except to the extent that such participation is intended to benefit investor clients.

without Merrill Lynch's written permission, except that you (and each of your employees, representatives or other
agents) may disclose to any and all persons, without limitation of any kind, the tax treatment and tax structure of the
proposal and all materials of any kind (including opinionis or other tax analyses) that are provided to you relating to
such tax treatment and tax structure. For purposes of the preceding sentence, tax refers to U.S. federal and state tax.
This proposal is for discussion purposes only. Merrill Lynch is not an expert on, and does not render opinions
regarding, legal, accounting, regulatory or tax matters. You should consult with your advisors concerning these
matters before undertaking the proposed transaction. ‘ '
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. % UBS _ ‘I | B ) Global Equity Research

B R - . Neutral
TECO Energy Inc. . Unchanged
: UsS17.50
. Unchanged
Sale of TECO Transport Announced Prics TA
® Sale Proceeds of $405 Mn Roughly In-line With Our Expectations RIC: TEN BEG: TEUS
TECO announced this morning the long awaited sale of its TECO Tmspon unit to . 28 Octaber 2007
" an investment group led by Greenstrect Equity Partners, LP for $405 Mn in cash. .
Management expects net proceeds will amount to between $370 — 380 Mn. With Trading dats
projected EBITDA of $70 Mn for.2008, the salc implies a 5.8x EV/EBITDA S2wk ange US$18.60-15.13
* multiple. . Market cap. US$3.500n
© . Surmoh ' 209m [COM)
N Glad to See the Sale Completed, But Dilutive to 2008 Earnings " Fresfost oo%
After backing out of its planned Polk IGCC generation facility easlier this month, Avg. daty volume [000) - 885
the completion of the sale of TECO Transport gets management back on track to Avg. dally valus QUS$) 142
lower leverage. Assuming the sale is closed by year end and proceeds are used to - -

: pay down debt, we expect the sale of TECO Trmsporttohedlluﬁvetozoos EPS  gylance sheet data 1207E -
by $0.05, 5% of our 2008 EPS cstimate. Shareholdery' squlty “Ussi7o0n
B No Change In Our EPS Estimates : PIBY UBS) LR T
We are maintaining our 2008 EPS estimates at $1. oo, which already reflocted the - NetCash (deb) - US$347tn)
sale of TECO Transport. F retume .

W Valuation: Maintaining $17.50 Price Target and Neutral Rating Forecastprice sppruciation “.5%

We derive our price target using an EV/EBITDA based sum-of-the-parts analysis. ~ Forecastdividendyitd . 47%

Our price target implies a 17.5k PE multipie on our 2008E EPS. Forecast stock retum ¢ 9.2%

: ) _ Marketretum assumption 1. 8.8%

. ) . Forecastexoessretum - ! +04%
o ‘ EPS (UBS, US :

: ' < | 1208

. - .Cons. _ Actual

. : . -] [F] o [¥i4
. . . Q 05 1 05 035
_ -— . QE 0n 0% 03
MM 12008 1208 12076 . 1208E 12056 Qe 0.2t Y 020 0.2
Reverums 3010 M8 35% 3692 - 1 10 S
EBIT (UB9) . . o7 8 » - - A28 1.00 il 110
Met incoms (UBS) : 25 4 28 208 - g
EPS B3, USS) . 12 142 100 100 . - Performance (US§)
Net DPS (UBS, USS) 0.8 078 ore 019 - e —
Proftabiity & Vakiation Syrtiatav, 1208 1207 A\MGE___ 1amEE
EBIT margin % ] 125 . 15 100 T 103 -
ROIC (EBM) % - 104 90 94
EVIEBITDA (core) x 10.1 97 102 86 -
PE UBS)x . 138 “3 167 168 .
Nt dvidend yield % - 58 47 46 47 ~
.Il"hv-rm:._ TMW uss) [, oer br
on o average shere e et o 5 Deed ehre paon of LSSHE74 08 26 0al 2007 138 EDT
Ronald J. Berone . Shafinl Mahalan, CFA
Analyst . " Angygt
fonatd barone@ubs.com : Shatnl.Mahajan@uhs.com

+1-212.713 3848 1242713 491

This report has been prepered by UBS Securities LLC

ANALYST CERTIFICATION AND REQUIRED DISCLOSURES BEGIN ON PAGE 2.
UBSdoesmdseeksmdohushesswlmcompanbscoveredhhmemdnapnmAsamsult.hvestmshmudbaawarematmaﬂmm '
have a conflict of interest that could affect the objectivity of this report, Investors should consider this report as only a single factor (n making
thelr mvestment decisian. Customers of UBS In the United States can recalve independent, third-party ressarch on the company or

companles covered In this report, at no cost to them, whetssud\researd\lsavallablo.mstunemcanaonessmlslndependontmeardm
wwwubseawhdepmdmmeudmrmaycdlﬂ aﬂmoobWampydmhmm
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s TECO Energy Inc.

TECO Energy, headquartered in Tampa, Florida, supplies electricity and natural
gas in west-central Florida as part of its regulated businesses; transports, stores,
and transfers coal; operates underground and surface coal mines; and produces
synthetic fuels. .

= Statement of Risk

The key risks include high dobt to capital ratio; higher O&M costs at Tampa
Electric to meet reliability requirements, adverse weather conditions; changes in
general economic conditions; regulatory environment; commodity prices; ’
environmental matters; and interest rates.

8 Analyst Certiﬂuﬂon

Each research analyst primarily responsible for the content of this research
report, in whole or in part, certifies that with respect to each security or issuer
that the analyst covered in this report: (1) all of the views expressed accurately
reflect his or her personal views about those securities or issuers; and (2) no part
of his or her compensation was, Is, or will be, directly or indirectly, related to

- the specific recommendations or views expressed by that research analyst in the

research report.
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Required Disclosures

This report has been prepared by UBS Securities LLC, an affiliate of UBS AG. UBS AQ, its subsidiaries, 'br'anchec and

affiliates are referred to herein as UBS.

For information on the ways in which UBS manages conflicts and maintains independence of its research product;
historical performance information; and certain addmonal disclosures conceming UBS research recommendations,

please visit www.ubs.com/disclosures.

UBS Investment Ressarch: Global Equity Rating Allocations

UBS 12-Month Rating Rating Category 1B Services'
Buy _ Buy L 40%
Noutral : Hold/Neutral . 35%
Sell _ Sell 2%
UBS Short-Term Rating Rating Category 1B, Services®
Buy Buy T 29%
Sell Seoll A 0%

1:Percentage of companies under coverage globally within the 12-month rating category.

2:Percentage of companies within the 12-month rating category for which investment banking (iIB) ssrvices were prwlded wlthln

the past 12 months.

3:Percentage of companies under coverage globalty within the Short-Term mﬁng eetoooty

4:Percentage of companies within the Short-Term reting cahgory for which investment banklng (1B) services wam provlded

] wlﬂ\lnmepasuzmnths

Source: UBS. Rating allocations are as of 30 Septemnber 2007.
UBS Investment Rmarcp: Global Equity Rating Definitions

|
|

UBS 12-Month Rating Definition

Buy FSR is > 6% above the MRA.
Nettral . = . FSR i3 betwesn -6% and 6% of the MRA.
Sell FSR is > 8% below the MRA.

UBS Short-Term Rating Definition

Buy Bu)rMpm«:ededb:bowﬂhﬁmwuhﬁommemmenﬂmmuﬂgmd
because of a specific catalyst or event. il
sell Sell: Stock price expected to fall within three months from lhatlmethe ratlngwasasslgned
- because of a specific catalyst or event.

1
|
i




- KEY DEFINITIONS

. EXCEPTIONS AND SPECIAL CASES
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mmm 29 Ockober 2007

Forecast Stock Returmn (FSR) is definad as expected percentage price appreciation pius gross dividend- yield over the next 12
months.

Market Return Assumption (MRA) is defined as the one-year local market interest rate plus 5% (a proxy for, and nota
forecast of, the equity risk premium).

Under Review (UR) Stocks may be flagged as UR by the analyst, indicating that the stock's price target and/or rating are
subject to passible changs in the near term, ususlly In response to an aevent that may affect the investment case or valuation.
Short-Term Ratings reflect the expected near-term (up to thies months) peﬂormanea of the stock and do not reflect any
change in the fundamental vlew or investment case.

US Closed-End Fund ratings and definitions are: Buy Higher sublllly of principal and higher stability of dividends; Neutral: ‘
Patential loss of principal, stability of dividend; Reduce: High potential for loss of principal and dividend risk. .
UK and European Investment Fund ratings and definitions are: Buy: Positive on factors such as structure, management,
performance record, discount; Neutral: Neutral on factors such as structure, management. performance record, dlseount.
Reduce: Negative on faclors such as structure, management, performance record, discount.

Core Bandihg Exceptions (CBE): Exceptions to the standard +/-6% bands may be granted by the investment Review
Committee (IRC). Factors conskiered by the IRC include the stock's volatility and the credit spread of the respective company's
debt. As a result, stocks deemed to be very high or low risk may be subject 1o higher or fower bands as they relate to the rating..
When such exceptions apply, they will be identified in the Companies Mentioned or Company Disclosure table in the relevant
research plece.

Company Disclosures

Company Name Reuters _ 12-mo rating Short-term rating Price Price date
TECO Energy Inc.¥ * %7 " X TEN Neutral NA____US$16.74 28 Oct2007

Source: UBS. All prices as of local market clogse.
Ratings in this table are the most current published ratings prior to this report. They may be more recant lhan the stack pricing -
date

2. UBS AQ, its afflilates or subsidiaries has acted as manager/co-manager in the underwriting or plaoementof securities of
this company/entity or one of lts affiliates within the past three years.

4. Within the past three years, UBS AG, iis affiliates or subsidiaries has recsived eompensauon for investmeant banking
services from this company/entity.

6. This company/entity (s, or within the past 12 months has besn, a client of UBS Securities LLC, end non-ucuﬂﬂes
services are being, or have been, provided.

7. Within the past 12 months, UBS Securities LLC has received eompemﬁon for praducts and sofvloes other then
investment barking services from this company/entity.

18.  UBS Securities LLC makes a market in the securities and/or ADRs of this company.

22. UBS AG, its affillates or subsidiaries held other dgnlm:ant financlal interests in this company/entity as of last month's end
(or the prior month's end if this report is dated tess than 10 working days after the most recent month's end).

Unless otherwise indicated, plessemferbhonlmﬂon and Rbksecﬂomwi&lnﬂnboﬁyéfhbmpon

uBs 4
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TECO Energy inc. 29 Oclober 2007

TECO Energy Inc. (US$)

00
1 = ' — - =i
o

&

Source: UBS; as of 26 Oct 2007

. o {

Note: On August 4, 2007 UBS revised its rating system. (See 'UBS Investment Research: Global Equity Rating Definltions' table
for detalls). From September 9, 2008 through August 3, 2007 the UBS ralings and their definitions were: Buy 1= FSR 8>6%
above the MRA, higher degres of predictablity; Buy 2 = FSR Is > 8% above the MRA, lower degres of predictabillty; Neutral 1 =
FSR Is between -6% and 6% of the MRA, higher degree of predictability; Neutral 2 = FSR is between -6% and 8% of the MRA,
‘lower degree of predictabifity; Reduce 1 = FSR Is > 6% below the MRA, higher degree of predictabllity; Reduce 2 =FSR is >68%
below the MRA, lower degree of predictablity. The predictability level indicates an analyst's conviction In the FSR. A ,i',
predictablllty level of '1* means that the analysts estimate of FSR is in the middie of a narrower, or smaller, range of possibilities.
A predictabliity leve! of "2’ means that the analyst's estimate of FSR is in the middie of a broadar, or larger, range of possibilities.
From October 13, 2003 through September 8, 2006 the percentage band criteria used in the rating system was 10%. i’

i
!

[
v
A

b

uss 8

9697



TAMPA ELECTRIC COMPANY
DOCKET NO. 080317-El

STAFF'S FIRST REQUEST FOR PODS
FILED: OCTOBER 20, 2008,

TECO Energy lnc. 20 Ockober 2007

Global Disclalmer
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personal Lk golely for 1t doss not constitute an advastisarment and e not t0 be construad as a sollaltation or &N offer 10 buy of sall ary
securites or related tnany No um.mw-WhMMhmuhm.muden

the securifes,

Mmmmwmmummmuam.mmmmnmmnl wobe e or

markats or devalopments refarred 10 I the report. UBS does not undertake that investons will abtain proftis, nor will  share with vestors &ny investment profs nor acospt sny Ssbillty for any

Investment lesses. involve rishs and should in s invesiment dectaiona. The repoart ahouk! not be regarded by recipients as & subsituls for
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groups of UBS as a remit of oriterla. Resaarch wii initiate, update and cease coverage solely at the discretion of UBS |

Tiw analysis contained herein s based on-numerous could result in matectally diflerent anslyst(s) responsible for the preparation of this report
may interact with and other constbmncies for the puposs synthasiding informaifion. UBS is under no obligetion o
wpdate or keep current e informmdtio conieined harsin. UBS relies on information 10 control the flow of informeBon contxined in ane or more arvas whhin Ivto gther areas, units,
mu”du&.mwﬂdhm“mﬁ“mh by arch and senior management (not inchuding investment
banking). Analyst compensation ls niol based on Sanking may relste to the revenues of UBS investment Bank as a whols, of which investment
banking. seles and tading sre a part. - .
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TECO Energy: Doing the Right Things to Achieve Investment Grade _ ',
Date Published: 28 Mar 2007, 23:49

o TE is in a strong cash position and is on its way to reaching investment grade at l
the parent level. C

o TE is in the process of selling TE Transport and will use proceeds to accelerate
parent debt reduction. . : ' S

« TE's growing regulated segment of 71% in 2010 versus 52% in 2006 will be
supported by increased capex. _

o The company will need more generation by 2013 and is proposing a 630 MW
IGCC.

o TE's cash priorities will remain paying down parent debt and infusing equity into
Tampa Electric. o :

TECO Energy (TE Ba2 watch for upgrade/BB) held its annual NY analyst
- meeting yesterday, and it was much quieter than in the past. TE remainsa
recovery story and an improving credit. While most companies that started to see
their fortune change turned to rewarding shareholders, TE is holding firm to
" improving credit ratings. TE will commit growing cash flows to its regulated businesses
and debt reduction. It will also lower its risk profile by selling its transport business.
Meanwhile, the long term view on dividends is keeping them constant. Tampa Electric's
fate base will grow from additional investments on its T&D system and new baseload
generation expected to come online in 2013, People's Gas and TECO Guatemala will -
continue to provide stable cash flows while TE Coal may suffer slightly due to weaker
spot prices. Overall, TE is in a strong cash position and is on its way to reaching
investment grade at the parent level. , '

Management is doing all the right things to please the rating agencies. The
company's best bet is at Moody's which currently has TE on watch for upgrade. TE set a
new course when it exited out of the merchant generation business and continues to
refine its strategy with the intention of selling TE Transport. Given the current robust
barge market and strong indications of interest, management is fairly confident that it
will sell this business. TE has $763 million of NOLs to offset any gains. Part of the-
proceeds will be used accelerate $500 million of parent debt retirement from 2008-2010
on top of the $357 million maturing in 2007. The rest of the proceeds will go towards
infusing equity into Tampa Electric. '

Tampa Electric's contribution will grow over the next couple of years, driven

by capital expenditures. Overall cash flows from TE's regulated segment will
represent 71%of the total in 2010 versus 52% in 2006. Management raised Tampa
Electric's capex forecast by $300 million to $1.9 billion through 2011 because of higher
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costs for materials and contractors as well as additional requirements for its T&D
system. The budget includes environinental upgrades, for which FL has an
environmental cost recovery clause, at Big Bend but excludes costs for peaking and
" baseload additions. .

- By 2013, TE will need more generation to meet its growing customer base, and the
proposed 630 MW IGCC at its existing Polk site will take center stage. The utility
has a 250 MW IGCC that has been operating for 10 years and dispatches first on its
system. The estimated cost for peakers and the IGCC is over $1.5 billion. TE is seeking
legislative support for the IGCC from FL that will provide cash AFUDC during '
construction, first-year revenue reqmrements through a base-rate surcharge, and )
recovery on the plant even if it is not completed. TE is hopeful to get resolution by the
time the FL Legislative session ends in early May.

Despite higher costs for an IGCC versus constructing a traditional pulverized coal
plant, TE believes in the long run that the IGCC could be as economical.
Management said that the new plant could be designed to remove CO2 if required.
There will also be more fuel flexibility and that should reduce fuel costs slgmﬁcantly At
its existing IGCC, TE has successfully burned pet coke and biomass as well as a number
of coal blends. The new IGCC will be slightly more efficient, targeting a 9,000 BtwkWh
versus the current 9,750 B.KWH. However, the improved heat rate will only be '
slightly better than the most efficient pulverized coal plants that run under 9,500
BtwkWh. The DOE and IRS also allow $133 million of tax credits on the IGCC. The
. key point is that TE will likely not pursue the plant unless it certainty of cost recoveries.

TE Coal could be in a weak spot in the next couple of years as spot coal markets
have softened. Mild weather has led to higher steam coal inventories. Management
previously stated that the impact on gross margins will drop to $11/ton from $12/ton. TE
still expects to produce 9.0 to 9.5 million tons, including 5.7 million tons of synfuel. |
Approxnnately 86% of 2007 and 45% of 2008 productlon is contracted. To manage
margins, TE will shift its production mix to a higher level of met/PCI coal and .
potentially curtail production. Met/PCI coal should make up 40% of the mix by 2008
versus 30% in 2007. Synfuel's 2007phase-out range is $63-79/Bbbl NYMEX. TE
hedged about $195 million, or a third, of its third party investor proceeds at a cost of $37
million. The net cash benefit from synfuel should be $100 million and $70 million of net
income.

TE financials continue to strengthen. Since June 2005, TE has paid down $637
million of parent debt. Management will have to closely watch Tampa Electric as
" anticipated increased capex could force it to go in for a rate case. TE raised
ongoing capital investments at Tampa Electric by $100 million to $300 million
annually, which excludes SCR related costs. Current base rates may not support Tampa
Electric earning within its allowed ROE range in the long run. TE will match equity
infusion to any new debt issuance at the utility to maintain a 50/50 capital structure.
" When costs peak for the IGCC in 2010, cash flows will be a bit pinched, but
management is reviewing ways to meet the cash needs including short term debt. The

\
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$763 million of NOLs and $197 million of AMT carry forward w111 reduce cash tax -
payments through 2011 to under $20 million annually.

TE's cash priorities will remain paying down parent debt and infusing equity into
Tampa Electric. Consolidated debt target is 55 to 60%. If TE is successful in selling TE
Transport and-accelerates debt retirement, debt to cap could reach 59% in 2007. !
Management did throw one bone to sharcholders. It stated that it is unlikely that TE will
have to issue equity to support capex and that short term debt may be issued to bridge {
any gaps. EBITDA coverage was slightly down to 3.2x from 3.3x YoY. Cash flow :
coverages improved drastically. CFOfinterest and FFOfinterest rose to 3.0x and 3.2x

from 1.6x and 1.6x, respectively. The balance sheet was shghtly stronger at the end of

the year at 69.3% from 71.2% debt to cap Managent is maintaining its 2007

guidance range of $0.97-1.07. . L
Dot Matthews K o
dmatthews@creditsights.com g

Catherine Shin
cshin@creditsights.com

Scott Greenstein
sgreenstein@creditsights.com
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& UBS Global Equity Research
. Americas ;
o Electric Utiiies ‘
e Rl 12-month rating Neutral
TECO Energy Inc. Unchanged
12m price target usm,u"y
Ui
Changing Its Mind on IGCC Price YN
B TECO Defers its Planned 632 MW 1GCC plant ‘ RIC: TENBBG: TEUS ?
TECO yesterday announced that it has deferred its plans to build an IGCC plant in § October 2007
.Florida. The 632 MW Polk 6 unit was designed to meet the demand needs of Trading d ‘
Tampa Electric in 2013, The company blamed the uncertainty related to future ing deta il |
carbon regulations, both at the state and the national level, and the potential costs ~ S-wkringe USHBS-5.13
associated with these for its decision. . Markat cap. USt331tn
Shares ol 208m (COM)
B Growth Outlook Diminished’ . Fres float g
"At roughly $2 billion of project cost, the IGCC présented a significant rate base  ayg. dlly volume (000) 4
growth opportunity for TECO driving an EPS CAGR of 8% over 2007-13. We Avg. daly value (USS) 152
believe TECO will now pursue the development of a combined cycle gas - =
generation plant. Unlike IGCC, this alterniative represents a fraction of the rate base Balance sheet deta 12/07€
growth, pushes out the earnings growth to beyond 2010 and does not allow TECO  grgdeny equity USS1.790h
to get cash recovery of the financing costs. PIEV UBS) 1.;‘5*
® No Change in Our EPS Estimates Nat Cash (debt) {US$3.47bn)
We are maintaining our 2007 and 2008 EPS estimates at $1.00, which did not 0 00 e ;
reflect any contribution from the IGCC project. But these do reflect a sale of - AR
TECO Transport by the end of 2007; the proposed sale has been delayed dustothe  Forcast Pice sppreciation :
recent credit market crunch. Forecast dividand yield 5.0%
K Forecast stock retum +15.5%
R Valuation: Maintaining $17.50 Price Target and Neutral Rating Market return assumption 9.0%
We derive our price target using an EV/EBITDA based sum-of-the-parts analysis. Forecast axoess retum +6.5%
' £PS (UBS, US$)
1407E 1208
UBS Cons.  Actual -
af 0.21 021 027
] 0.25 025 0.25
[ —— — e QE 0.3 038 . 038
Highlights (USSm) 1205 1206 jnTE 12/08€ 12/10E Q4E 0.2 020 0.2
Rovenues 3010 3448 359 3692 - 1T 10 1.02 -
EBIT (UBS) a7 . 38 31 k) 1208E 100 1.10
Net incoms (UBS) 55 234 200 208 -
EPS (UBS, US$) 122 112 100 100 -
Net DPS (UBS, USS) 078 078 078 - 07 -
Profitablity & Valustion Sy histav. 1204 GRTE__ 1200 12WE
EBIT sarghn % 125 1s 100 103 -
ROIC (EBT) % - 104 8.0 94 -
EVIEBITDA (core) x 10.4 97 89 83 -
PE uBS)x 138 143 158 159 -
Net dividend yleld % 5.5 4.7 439 50 -
Sourve: Comparty aocourds, Thamson Finandlel, UBS atimates, (UBS) wiuations ere staled befre goodwit rpee ad tr
anonnel Rune ot the eulyety .
Vakutions: besed on share price thet yaur, (E): besed hare pxice of 1SS Ot 2007 19:37 EOT

This report has been prepared by UBS Securities LLC
ANALYST CERTIFICATION AND REQUIRED DISCLOSURES BEGIN ON PAGE 2.

UBS does and sesks i do business with companies covered in its research reports. As a result, investors should be aware that the firm may
have a confiict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making
thelr investment decision. Customers of UBS in the United States can receive independent, third-party research on the company or
companles covered in this report, at no cost to them, where such research is avaiiable. Customers can access this independent research at
www.ubs.com/ndependentresearch or may call +1 877-208-5700 to request a copy of this research. C
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'm TECO Energy Inc.

TECO Energy, headquartered in Tampa, Florida, supplies electricity and naturel
gns in west-central Florida as part of its regulated businesses; transports, stores,
and transfers coal; operates underground and surface coal mines; and produces
synthetic fuels.

n Statement of Risk

The key risks include high debt to capital ratio; higher O&M costs at Tampa
Electric to meet reliability requirements, adverse weather conditions; changes in
general economic conditions; regulatory environment; commodity prices; .
environmental matters; and |nterm rates.

u Analyst Certification

i
|
: I
Each research analyst primarily responsible for the content of this research . .\
report, in whole or in part, certifies that with respect to each security or issuer
. that the analyst covered in this report: (1) all of the views expressed accurately ]
reflect his or her personal views about those securities or issuers; and (2) no part .
of his or her compensation was, is, or will be, directly or indirectly, related to
the specific recommendations or views expressed by that research analyst in the
research report.

o —
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Roqulnd Disclosures

This report has beeri prepared by UBS Securities LLC, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and
affiliates are referred to herein as UBS. =

t

For information on the ways in which UBS manages conflicts and maintains independence of its research product, '
historical performance information; and certain additional disclosures concerning UBS research recommendations, |
please visit www.ubs.com/disclosures. !

i
UBS Investment Research: Giobal Equity Rating Allocations '

UBS 12-Month Rating Rating Category Coverage' 1B Services® | .
Buy . Buy 5% 20% .| |
Noutral . Hold/Neutral s 36% 38% -
Sell Sell 9% 22%
UBS Short-Term Rating Rating Category Coverage" IB Services®
Buy Buy 0% 25% |
Sell Sell ) 0% . 0% -

1:Percentage of companies under coverage globally within the 12-month rating category.

2:Percentage of companies within the 12-month rating category for which Investmem banking (IB) services were provided within
the past 12 months.

3:Percentage of companies under coverage globally within the Short-Temm rafing category

4:Percentage of tompanies within the Short-Term rating category for which investment blnking (IB) services were provided
within the past 12 moiths.

Source: UBS. Rating allocations are as of 30 September 2007.
UBS Investment Research: Glohal Equity Rating Definitions

UBS 12-Month Rating Definition

Buy FSR is > 6% above the MRA. .

Noutral : FSR is between -5% and 6% of the MRA.

Sell FSR is > 6% below the MRA.

UBS Short-Term Rating Definition

Buy Buy: Stock ﬂooamodndtoﬂsawmnﬁweomonﬂ\sﬁommaﬁmeunmﬂngwambned
because of a specific catalyst or event.

Sell ) Sell: Stock price expected to fall within three months from the time the rating was assigned

bacause of a apecific catalyst or event.

© UBSS
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KEY DEFINl'nONs

Forecast Stock Retumn (FSR) is def ned as expected percentage price appradation plus gross dividend yield ovar the next 12
months.

Market Return Assumption (MRA) is defined as the one-year local market Intorest rate plus 5% (a proxy for, and not a
forecast of, the equlty risk premium).

Under Revisw (UR) Stocks may be flagged as UR by the analyst, indicating that the stock's price target and/or rating are
subject to possible change in the near term, usually in responsae to an event that may affect the investment case or valuation.
Short-Term Ratings reflect the expacted near-term (up to three months) performance of the stock and do not reflect any
change in the fundamental view or investment case,

EXCEPTIONS AND SPECIAL CASES
US Closed-End Fund ratings and definitions are:  Buy: Higher stability of principal and hlgher stability of dividends; Neutrat:
Potential loss of principal, stabliity of dividend; Reduce: High potential for loss of principal and dividend risk.
UK and European Investment Fund ratings and definitions are: Buy: Positive on factors such as structure, management
pesformance record, discount; Neutral: Neutral on factors such as structure, management, performance record diccourr.
Reduce: Negative on factors such as structure, management, performance record, discount.
Core Banding Exceptions (CBE): Exceptions to the standard +-6% bands may be granted by the investment Revmv
Committee (IRC). Factors considered by the IRC include the stock's volatility and the credit spread of the respective company's
_ debt. As a resuit, stocks deemed to ba very high or low risk may be subject to higher or lower bands as they relete to the rating.
When such exceptions apply, they will be identified in the Companles Mentioned or Company Disclosure table in the relevant
research piece. .
o

Company Disclosures - ' ‘ ' : S
Company Name "~ Reuters _12-mo rating_Short-term rating Price __ Price date
"TECO Energy Inc.> %" "2 TEN. Neutral TN/A US$15.84 04 OCt 2007

Source: UBS. All prices as of local market close. i
Ratings in this table are the most current published ratings prior to this report. They may be more recent than the stock pﬁung
date

. 1.

I
2 UBS AG, its affifiates or subsidiaries has acted as manager/co-manager in the underwriting or placement of securities of
this company/entity or one of its affiliates within the past three years.

4. Within the past three years, UBS AG, its aﬂlllalea of subsidiaries has received compensation for. investment banking
- gervices from this company/entity.

6. This company/entity is, or within the past 12 months has been, a client of UBS Securities LLC, and non-secmtias
. services are being, or have been, provided.
7. . Within the past 12 months, UBS Securities LLC has received compensation for products and sefvleas other thani
investment banking services from this-compary/entity.
~ 18.  UBS Securitias LLC makes a market in the securities and/or ADRs of this company.

22. UBS AG, its affiliates or subsidiaries held other significant financlal interests in this company/antity as of last rnth s end
{or the' pdormonm‘s end if this report is dated less than 10 working days after the most recent month's end). :

Unless otherwise lndlutad. please refer to the Valuation and Risk sections within the body of this report. '

ues4
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TECO Energy Inc. (US$) |

P L

200
15,;%4- -

Source: UBS; as of 04 Oct 2007

Note: On August 4, 2007 UBS revised its rating system. (Ses ‘UBS Investment Research: Global Equity Rating Definitions' table
for details). From September 9, 2006 through August 3, 2007 the UBS ratings and their definitions were: Buy 1 = FSR Is > 8%
above the MRA, higher degree of predictability; Buy 2 = FSR is > 6% above the MRA, lower degree of predictability; Neutral 1 =
FSR is between -6% and 6% of the MRA, higher degree of predictability; Neutral 2 = FSR is betwaen -8% and 6% of the MRA,
lower degree of predictability; Reduce 1 = FSR is > 6% below the MRA, higher degree of predictability; Reduce 2 = FSR s > 8%
below the MRA, lower degrea of predictability. The predictability level indicates an analysfs conviction inthe FSR. A -
predictablity level of '1' means that the analyst's estimate of FSR is in the middle of a narrower, or smaller, range of possibilities.
A predictabllity level of ‘2 means that the analyst's estimate of FSR is in the middie of a broader, or larger, range of possibiliies.
From Octobar 13, 2003 through September 8, 2008 the percentage band criteria used in the rating system was 10%.
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TECO Energy Inc. ' Unchanged
ussi7s
. Unchanged
Uplift from Weather Frice v
M 3Q07 Performance Led By Strong Weather and Transport Results RIC: TENBBG: TE US
TECO reported an increase of 16% in recurring 3Q EPS (ex synfuel), to $0.38 . 7 November 2007
from $0.30 in 3Q06, Results were significantly above our estimate of $0.33 and the :
Street consensus of $0.33. Tampa Electric benefited from favourable weather and Trading date :
lower depreciation and property taxes, partially offsct by declining residential ~ S2kmninge Uss1B.a0-1513
customer consumption and FPSC storm hardening requirements. The quarter also Market cep. Uss3ibn
benefited from strong results at TECO Transport led by higher ocean-going  Sharaols 203m (COM)
volumes as well as continued g_mwlh at TECO Gumaln. Froe flost 9%
N 2007 Outlook Intact :WWWMMQ 1‘;.;
Mgmt reiterated its EPS gmdmceatSO97 - $1.07 for 2007 and will issue 2008 g, aly .
guidance concurrent with year-end results. We are maintaining our 2007 EPS and  pstance sheet data 1207E
ZOOSEPS&mnSIOOeaohHowevet,mnomdmthemmtsumgdnnme Sharshoiders’ equlty "~ USSi.70n
Eumpeunmctooalmu‘ketslddsposiﬂvebllstooumosﬂsmm PIBV QUBS) 'm(
'@ New Peaking and CC Units to Replace the Scrapped IGCC Project NatCash (debt) *_(UsS$3.37n)
Mgmt is planning to build peaklng units in 2009 and 2010 at Tampa Electric to Forecast retume
meet immediate demand growth. It is also looking to construct a new CC facility to
moet forecasted baseload néed in 2013, originally intended to be met by its IGOC ~ Forecantprios appracintion %
unit. Given the forecasted capex levels and LTM camed ROE toward the lowerend ~ Forecast dividend yleld N
of the nllowed range, we expect Tumpn Electric to seek rate relief in the near-term. Forecast stock retum + 0%
Market retum sssumption . 8%
= Va.lnnﬂon. Maintaining IZ-MoMII Price Target of $17.50 Forecast axcess refum i 2T%
We derive our price target using an EV/EBITDA based sum-of-the-parts analysis. 7
_ This implies a 17.5x PE on our 2008E EPS. EPS (UBS, US§) T N T

Highlights (US$m) - 1208 1207E J2R6E 12408E
Revenuss 3010 M8 3,596 3692 -
EBIT (UBS) 7. 3% 31 381 - -
Net lncome QUBS) . %5 4 200 0 -.
EPS (UBS, USS) 12 112 ©1.00 1.00 -
_NetDPS (UBS, USY) 078 0.7 0.78 0.79 -
Profitabiity & Valustion Syr hist av.” 1208 C120TE . 120%E 12003
EBIT magin % T 128 115 100 103 -
ROIC (EBIT) % . 10.4 . 80 . 04 -
EVIEBITDA (core) x 101 97 103 B * 4 -
PE(URS) 2 138 143 172 173 -
Net dividend yleld % ) 58 47 . 45 - 46 -
Sowws: Company eccosss, Tharmean Fhamolel, UBS (UBS) vaki balore goodwit- d alhver acjusbionnts br
abnonmal and economic fume af e snelysh’ Axdgemnent.

Vakslions: besed ot an evernge ahere price Sl yedr, (E): bated on a share grice of USS17.28 on 08 Nev 2007 10:37 EST

Ronald J. Barone Shalini Mahajan, CFA

Analyst Angyst -

ronakd.barone @ube.com Shallnl Mahajan@ubs.oom

+1- 2127133848 +1-212-713 481 )

This report has beon prepared by UBS Securities LLC

ANALYST CERTIFICATION AND REQUIRED DISCLOSURES BEGIN ON PAGE 3.

UBS doses and seeks to do business with compantes covered in its research repoits. As a result, lnveslnmhouldbaawammmeﬁnnmay
have a conflict of interest that could affect the objactivity of this report. Investors should consider this report as only a singte factor in making
their investment decision. CustanenofUBShtheUnltadSIatasmreceivehdependmt.tmm-paﬂyrsseadwnmmmpawor
companies coverad In this report, at no cost to them, whqswmmsemmvdlaﬂammmmmhdependemmm
wwubswnﬂndependentresear&wmaycdm 877-208-6700bvaquestaeopydﬂsmmd| : ,l
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3Q07 Earnings Summary

Table 1 below outlines TECO’s 3Q07 mults by segment and shows ‘the -
variance over 3Q06 eamings. - = . ) "l’

Table 1: TECO's 3007 Results by Segment \

A
millions of US% expoct per share values Q7 308 Difference % Diff ;
Total Regulsted 666 612 74 12% :

Tampa Electric 648 S 7 B ) '
Peoples Gas Syatem 38 2 0 -10% :
Total Unreguisted 105- 23 82 38T% !
M
TECO Coal 74 % 02 3% ;
TECO Transport 104 36 88 169% )
TECO Guatemals 102 87 35 7% ' |1
PareatOter : e 059 .09 12% ' :
TECO Recuning Net Income : 71 635 166 2% i
Non-Recurring teme " . i )
TECO Transport recorded at TECO Energy @0 0.0 (3_.0) '
TECO Transport Deprechation . : 36 02 38
Stumtubiosganonasies . 00 28 26
Total Cherges ' 08 24 9
Synfus! Benefl 131 “138 on 5%
GAAPNethcoms 28 797 11 16%
Avg. Shares Outstanding - diluted 210 2087
' TECO Recurring EPS ' 038 030 0w %
TECOGAAP EPS 044 030 - 0.08 16%

Sottroe: Company reports and UBS esSimatss
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s TECO Energy Inc.

TECO Energy, headquartered in Tampa, Florida, supplies electricity and natural
gas In west-central Florida as part of its regulated businesses; transports, stores,
" and transfers coal; operates underground and surface coal mines; and produces
synthetic fuels.

a Statement of Risk

The key risks include high debt to capital ratio; higher O&M oosts at Tampa

Electric to meet reliability requirements, adverse weather conditions; changes in

general economic conditions; regulatory environment; eommodity prices;
" environmental matters; and lnm:t rates,

u Analyst Certification

Each research analyst primarily responsible for the content of this research
report, in whole or in part, certifies that with respect to each security or issuer
that the analyst covered in this report: (1) all of the views expressed accurately -
reflect his or her personal views about those securities or issuers; and (2) no part
of his or her compensation was, Is, or will be, directly or indirectly, related to
the specific recommendations or views expressed by that research analyst in the
research report. .
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Roqulred Disclosures

I

vl
This report has been prepared by UBS Securities LLC, an affiliate of UBS AG UBS AG, its subsxdiaries. branches and w R S
affiliates are referred to herein as UBS.

For information on the ways in which UBS manages conflicts and maintains independence of its rescarch pmduct;
" historical performance information; and certain additional disciosures conceming UBS research reeommendaﬁons.
please visit www.ubs comldisclosures

UBS Investment Research: Global Equuy Rating Allocations i

UBS 12-Month Rating Rating Category Coverage' 18 Services”:
Buy Buy 55% 40%
Neutral - : Hold/Neutral 36% 36%'
Sell Sell 9% . 2%,
__UBS Short-Term Rating Rating Category : Coverage® B Services*
Buy Buy . ) 0% ) 20% ;
Sell Sell 0% O% ;

1:Percentage of companies under coverage globally within the 12-month rating category.
2:Percentage of companies within the 12-month rating category for which investment banking (1B) services were pmvided within
the past 12 months. . '
3:Percantage of companies under coverage globally within the Short-Term rating category. '
4:Percentage of companies within the Short-Term rating category for whlch investment banking (IB) services wers provided

~ within the past 12 montha.

Sourca: UBS. Rating allocations are as of 30 Septamber 2007.
. UBS Investment Research: Global Equity Rating Definitions

UBS 12-Month Rating Definition

Buy : FSR Is > 6% above the MRA.

Neutral FSR is between -8% and 6% of the MRA.
Sell FSR is > 6% below the MRA.

UBS Short-Term Rating Definition
B Buy: Stock price expectsd to rise within three months from the time the rating was assigned
uy because of a specific catalyst or event
sell " Sell: Stock price expecied o fall within three months from the time the rating was assigned
because of a specific catalyst or event.

ups4
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KEY DEFINITIONS

Forecast Stock Return (FSR) is defined as expected percentage prlca appredatlon plus gms deend yleld over the next 12
months.

Market Return Assumption (MRA) is deﬂned as the one-year local market interest rate plus 5% (a proxy for, and nota
forecast of, the equity risk premium).

Under Review (UR) Stocks may be flagged as UR by the analyst, indicating that the stock's price target and/or rating are

" subject to possible change.in the near term, usually in response to an event that may affect the investment casa or valuation.
Short-Term Ratings reflect the expected near-term (up to three months) performnnca of the stock and do not reflect any
change in the fundamenul view or investment case.

EXCEPTIONS AND SPECIAL CASES.

US Closed-End Fund ratings and definitions are: _Buy: Higher stabllity of principal and higher stability of dividends; Neutral:
Potential loss of principal, stablilty of dividend; Reduce: High potential for loss of principal and dividend risk.

UK and European investment Fund ratings and definitions are: Buy' Positive on factors such as structure, managemem
performance record, discount; Neutral: Neutral on factors such as structuré, management, performance record, dhcount;
Reduce: Negative on factors such as structure, management, performance record, discount. -

Core Banding Exceptions (CBE): Exceptions to the standard +/-6% bands may be granted by the Investment Review
Committee (IRC). Factors considered by the IRC include the stock's volatiltty and the credit spread of the respective company’s
' debt.Aumuu.uodmdeonwdtobevuyhlghorlmrbkmaybeuubjedbhlgtnrorlo«erbandsas they relate to the rating.
" When such exceptions apply, they will be identified in the Companies Mentioned or Company Dlsdolurs table in the rolevant
research plece. .

1%
t

Compwbbclésqm g _ ' ’ ' B l

Company Name Reuters  12-mo rating Short-term rating Price Price date
TECO Energy inc.> ~ v 1" TEN _Neutral NA US$17.26___ 06 Nov 2007

Source: UBS. All pﬂeesuoflocll market close. ||
Ratings In this table are the most cumrent published ratings pdor to this report. They may be more recent than the stock pricing
date

2. uss AG, its affiliates or stmuaﬂao has acted as manager/co-manager in the underwmlng or piacement of securities of
this company/entity of one of Its affitlates within the past three years.

4, Within the past three years, UBS AG, Its affillates or subsidiaries has received compensation for Investment blnklng
- sefvices from this company/entity.

6. This companylentity is, or within the past 12 months has been, acllentof UBS Secusitles LLC, and non-seeurlﬂes
sarvices are being, or have been, provided. I

7. Within the past 12 months, UBS Securities LLC has received compensation for pmducta and services other than
Investment banking services from this company/entity.

16. UBS Secwrites LLC makes a market in the securities and/or ADRs of this company II
. !
Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report. 4

uBsS
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TECO Energy inc. (USS) : S
- — mrmmm . :;

Source: UBS; as of 06 Nov 2007

Note: On August 4, 2007 UBS revised its rating system. (See ‘UBS Investment Research: Global Equity Rating Definltions’ table
for detalls). From September 9, 2008 through August 3, 2007 the UBS ratings and their definitions were: Buy 1= FSR Is > 6%
above the MRA, higher degree of predictabiiity; Buy 2 = FSR Is > 6% above the MRA, lower degree of predictability; Neutral 1 =
FSR is between -6% and 6% of the MRA, higher degres of predictablity; Neutral 2 = FSR is betwsen -6% and 8% of the MRA,
lower degree of predictability; Reduce 1 = FSR is > 6% below the MRA, higher degree of predictabiity; Reduce 2 = FSRis >6%
below the MRA, lower degree of predictabllity. The predictabliity level indicates an analyst's conviction in the FSR. A
predictabllity leve! of '1' means that the analysts estimate of FSR Is in the middle of a narrower, or smaller, range of possibliities.
A predictabliity leve! of ‘2 means that the anatyst’s estimate of FSR Is in the middie of a broader, or larger, range of possibitities.
From October 13, 2003 through September 8, 2006 the percentage band criteria used in the rating system was 10%.
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Global Disclaimer
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T&WhmdﬂtﬂmmyMqumNpmwwlullethM anandal el or noeds
d.vmnddnm::oum representstion that sny investmen! stutegy s sultable or tos 1 ] ciroumstanocss or olhenise consiiute &

consiue &
salely for 1 does not constitte an sdvertisement snd is not to be canstrued as a soflciiafion or an offer to buy or seff any
n any No or wairanly, sither axprass or implied, ks provided in reiation to the accuracy, completeness or refiabilly of the
n contained hearoin, wxoepl with respect o UBS AG, Its and affiiates, noris it L1 1] or ofthe it

-
of 3&!\& products and futires sre not sultable for all iwestors, and
considersd and setutfes may invaive a high degree of risk and may be hghly volatie in resporise to fuctuations I indarest retes
and m\ummmhm_mmunnna:.Wmnmdmmmwumubwm‘;gwm

Sor Snandlel insruments aditiod to ¥ading on an EU requisied merket: URS AG, Us sfifiates or subsidaries UBG Securities LLC endior UBS Capltel Merkeis LF) scls a3 & market
maker or iiquidiy provider (in ‘with the interp of fhese terma in the LK) in the financial instruments of the Lusuer save that where the sctivity of Iquidity provider ts caried out
hmmumumunnnnmmmuwma _ ch s in this mesarch v i

Unied and the reel of Burope: Excepl a8 otherwise specifed herein, this sateriel is communiosted by UBS Limited, 8 subsidiary of URS AG, 10 persons who are mavket courtorpartiss
or mmmnnmwmuwmummmmmmum b.uldmlﬂmlhnldqmby‘.:vnh
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. . EkcricUtites
B T N N ISR AR I ‘ - ’ ‘ - Neutral2
N : ‘ Unchanged
TECO Energy Inc. USSR
. . Prior:US$18.00
: B T Price . ussan
Updating Outlook o
. RIC: TEN BBG: TE US
8% Revamping Our Financial Model T . 16 May 207
We have reworked our financial model on TECO to incorporate the proposed sale 1 o . .
of TECO Transport, mgmt's target of accelerating the pay down of parent debt of rading
$500 million (above the $357 milfion maturing in 2007) and the potential bascload ~ 52vkrange Us$18.60-1450
capacity addition at Tempa Electric. oo Market cop. US$3.7bn
’ Shares ofs 209m (COM)
# We See 6% CAGR In EPS Over 2007-2013 Without IGCC Froe float ' %%
. This reflects steady customer growth at Tampa Electric and Peoples Gas, modest vy daityvolume (000) . - 7o
EPS growth at TECO Guatemala and TECO Coal, and benefits of debt reductionat o0 gty vaiue 88m) 0.4

( the Parent. If the company proceeds, with its proposed IGCC project in Florida, we
- forecast the earnings growth to be higher at around 8% over 2007-13. Woassumea  Batanos shest data 12/07E
capex spend of $1.5 billion for the proposed 630 MW IGCC plant, expeoted to-be  Sharghotdary' squity U1 Ton
operational in 2013, A bill that favors IGCC construction in Florida via cash LR

. . . RBV (UBS) . 2x
mvayofﬂtemskuchmeosuilsawalﬂngtheappmvalofﬂleoovmm . Nt Cosh (dobt) . ustadan)
" ® Lowering 2008 EPS Estimate for Expected Dflution on Transport Sale I R
We are lowering our 2008E EPS, to $1.00 from $1.12, to reflect the sale of TECO oy s
Transport (we assume the sale closes by the end of 2007) and other modelling [ oros Proe apprect .
adjustments, We are malntaining ‘our 2007 EPS estimate at $1.00 that compares ~ Forveastdhidand vield : 4%
with mgmt's EPS guidance of $0.97 — 1.07. TECO reported 1Q07 EPS of $0.2it - Forecast stock retum. . 1 +.1%
(excluding synfuel), which was $0.01 higher than our estimate of $0.20. Masket retum assumption I 1%
L Forecast excess return . 06%
B Valuation: Raisingl2-month Price Target to $19 from $18
We derive our price terget from an EV/EBITDA based sum-of-the-parts analysis of EPS (UBS, U —
the different business segments and a synfuel NPV of $3.70/share. T ""r': o Aot
‘ @ 620 021 021 0%
Q€ L. - ‘oz 025
v o . - los. o
- _ uE . - oz o
Highlighta (USSm) 12005 N 1207 1200 1M8E  GRTE 0 10 107
Revenues 3,010.10 3.448.10 350527 3,680.65 1208E 112 100 lif14
EBIT UBS) BN 397.50 047 | : 3 .
Net Income (UBS) 28470 294 20923 2012
. EPS UBS, UsH) R ¥ 142 1.00 100
" Net DPS (UBS, USS) 0.78 0.7 018 - 0m
Frotabilty & Valustion S Nistav. 2N e ROE  Vame
EBIT margin % 125 15 10.0 103
ROIC (EBIT) % : - 0.1 94 85
EVIEBITDA (core] x 104 9.1 108 10.0
PE (UBS)x - 138 1“3 18.1 181 -
Net dividend yield % ! ] A7 43 44 D g uemen
“w“,’rmm (UBS) vkiation we slalef " ---.u— o
Sasadon s rion Dt your, (E): baved on & share peow of USSR 13 an 15 May 2007 1897 EOT G e
Ronald J. Barone Shallni Mahajen, CFA
. Analyst Analyst
ronald baroneBubs.com shafinl. mahajan@ubs.com
+1-212.713 3348 . +H-212-13 24N

This report has been prepared by UBS Securifies LLC ]
ANALYST CERTIFICATION AND REQUIRED DISCLOBURES BEGIN ON PAGE . 3. . ’
UBS does and seeks to do business with companles covered In its research reports. As a resutl, investors should be aware that the firn may
_have a conflict of interest that could affect the objectivity of this report. Investors should conslder this report as only a single factor in making
thelr investment decision. Customers of UBS tn the Unlted States can recelve independent, third-party reseérch on the company/or _
companles covered in this report, at no cost 1o them, whers such research Is avaBiable. Customers can access this independent research at
www.ubs.comindependentresearch or may call +1 877-208-5700 to request a copy of this research. 4

|

)

{
!
!

9715



TAMPA ELECIRILV VUNIFANT
DOCKET NO. 080317-El

STAFF'S FIRST REQUEST FOR PODS
FILED: OCTOBER 20, 2008

TECO Energy Inc. 16 May 2007

_ Valuation
‘Table 1 presents our valuation analysis for TECO. .
Table 1: Sum-of-the-Parts Analysis for TECO
T million except por share vafue) Z008E EDITOA ANl _Extpias Vete
Tampa Bleckc _ 530 - 7.5 3T .
Peoples Gas System . 107 5 805 g
Total Wilky Valus * . &m S f
TECO Transpart 7 700 90 o oo
TECO Coel 105 7.0 75 .
Other Nonegulated n 0 539 ;
Total Non-Requisted Value . 1,784
Total 2008 Enterprive Velue , 6541
Loos Total Net Debt ' 3,423.
Equity Value 3418 : L
Equity Valoe per Shars S us ‘ b
Plus: Present Valus of NOLs nd Synfual Tax Credis s “az ‘
__Yotal Equlty Valve per Share . : 119 ;
Source: UBS estimates .

a TECO I‘Jlery Inc.

TECO Energy, headquartered in Tampa, Florida, supplies electricity and natural
gas in west-central Florida as part of its regulated businesses; transports, stores,
and transfers coal; operates underground and surface ooal mines; and produces
synthetic fucls.

= Statement of Risk

The key risks include high debt to capital ratio; higher O&M costs at Tampa
Electric to meet reliability requirements, adverse weather conditions; changes in
general economic conditions; regulatory- environment; commodity pnm,
environmental matters; and interest rates. .

uBs2
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. Anllyst Certification
Each researeh analyst primarily responsible for the content of this research

- report, in whole or in part, certifies that with respect to each security or issuer

that the analyst covered in this report: (1) all of the views expressed accurately
reflect his or her personal views about those securities or issuers; and (2) ne part -
"of his or her compensation was, is, or will be, directly or indirectly, related to
the specific recommendations or wews expnssed by that research analyst inthe
rescarch repon. o . .

uBss
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' Required Disclosures

“This réport has been prepared by UBS Securities LLC, an affillate of UBS AG (UBS). o
: |
For {nformation on the ways in which UBS manages conflicts and maintains independence of its research prodisct;
historical performance information; and certain additional disclosures concerning UBS research recommendations,
please visit www.ubs.com/disclosures. |

_ UBS Investment Research: Global Equity Ratings Definitions and Aliocations

|
)

UBS Rating Definition UBS Rating Definition Rating Category Coverage’ 1B Services” :
FSR is > 8% above the FSR Is > 6% above the ‘
Buy1 . MRA, higher degrse of Buy 2 MRA, lower degree of Buy 47% 37%:!
’ predictabllity predictabiiity . ;
a ] an e : —ads
Neutral 1 [ver Gegree of Neutral2 .\l acree of Neutral 42% 36% -
pradicta predictabllity )
FSR is > 8% below the FSR ls > 8% below the )
Reduce 1  MRA, higher degree of Reduce2  MRA, lower degres of  Sell . 12% 28%
predictability prediciability :

1:Percantage of companies under coversge globally within this rating category. ' , ,
2:Percentage of companies within this rating category for which investment banking (IB) sarvices were provided within the past -
12 months. : . .

Source: UBS. Ratings aflocations are as of 31 March 2007.
KEY DEFINITIONS ’
Foracast Stock Return (FSR) is defined as expected percentage price appreciation plus gross dividend yleld over the next 12

" months

Market Return Assumption (MRA) is defined as the one-year local market interest rate plus 5% (a proxy for, and nota
forecast of, the equity risk premium). ’ . ‘

Predictability Level The predictabiiity level Indicates an analyst's conviction in the FSR. A predictability level of '{' means that
the analyst's estimats of FSR is In the middle of a narrower, or smaller, range of posaibilities. A predictabillty level of ‘2 means
that the analyst's estimate of FSR is in the middie of a broader, or larger, rangs of possibilities.

Under Review (UR) Stocks may be flagged as UR by the analyst, indicating that the stock's price target and/or rating are
subject 10 possible change in the near term, usually in response to an event that may affect the investment case or valuation.

EXCEPTIONS AND SPECIAL CASES

US Closed-End Fund ratings and definitions are: Buy: Higher stabiiity of principal and higher stabiiity of dividends; Neutral:
Potential loss of principal, stabllity of dividend; Reduce: High potential for loss of principal and dividend risk.

UK and European Investment Fund ratings and definitions are: Buy: Positive on factors such as structure, management,
performance record, discount; Neutral: Neutral on factors such as structure, management, performance record, discount;
Reduce: Negative on factors such as structure, management, performance racord, discount.

Core Banding Exceptions (CBE): Exoeptions to the standard +/-6% bands may be granted by the Investment Review
Commitiee (IRC). Factors considered by the IRC inciude the stock's volatility and the credit spread of the respective company's
debt. As 2 result, stocks desmed to be very high or fow risk may be subject to higher or lower bands as they relate to the rating.
When such exceptions apply, they will be identified in the Coampanies Mentioned or Company Disclosure table in the relevant
research place. : . .

Company Disclosures

" Company Name - Reuters Rating Price Price date
TECO LT -
IFCO Energy Inc. TEN Neutral 2 - US$18.13 16 May 2007

Source: UBS, All prices as of local market close.
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2. UBS AG, its affifiates or subsidiaries has acted as manager/co-manager in the underwriting or placement of securities of .
this company/entity or one of its affiiates within the past three years.

4. Within the past three years, UBS AG, its aﬂiljam or ubsldmes has received eompmaat!on for Investment banking

: services from this company/entity. .

6. This companyfentity is, or within the past 12 months has been. a dlient of uBs Sseuﬂtbs LLC, and non-securities
services are being, or have been, pmvlded

T. Within the past 12 months, UBS Securities LLC has recetved eompensatlon for products and ssrvlcas ‘other than
investment banking services from this company/entity.

16.  UBS Securities LLC makaes a market in the securities and/or ADRs of this company.

22. UBS AG, its affiliates or subsidiaries held other significant financlal interests in this companyfentity as of Iast month's end
{or the prior month's end f this report is dated less than 10 working days after the most recent month's end).

Unless otherwisa Indicated, please refer to the Valuation and Risk sectons within the body of this report.

TECO Energy Inc. (USS) : . o h ' .

20 ‘
150 S #‘4 e [ ——— o

10.0-4

5 i

£

00 : :

SEEREEERIEERIREN] §;

. Rachce 2 o 4 . ' 1 ~ ' . !
No Rating N I ) i I RS O T | 1 l_ 1 1 - I AR N v e

Source: UBS: as of 156 May 2007.

Note: On September 8, 2oos uas adopted newpereanhgo band criteria for its mlinasystem (Seo‘UBSlnvamem Research:
Global Equity Ratings Definitions and Aflocations’ teble for detalls). Between October 13, 2003 and September 8, 2006&9
percentage band criteria used in the rating system was 10%. Prior to October 13, 2003, ttnUBSnﬂnganhelrdsﬂnﬁons
were: Buy 1; Excess return potential >15%, smatier range sround price target; Buy 2: Excess retum potential >15%, Iamer

“ range around price target; Neutral 1: Excess retum potential between -15% and 15%, smaller range around prieohrgu: Neutral
2: Excess return potentisl batween -15% and 15%, larger range around price target, Reduce 1: Emsmmpounﬂd<-15%. '
mdlunnooamundmmmRMueez Excess rétumn potential < -16%, larger range around price target. Emeasmtumls :
" 'daﬁnodasthcdlffmbelmmﬂnFSRandmeone—yurloulmaﬂuhmmtm . ) Y

uBss

Y e

9719



TAMPA ELECTRIC COMPANY
DOCKET NO. 080317-El

STAFF'S FIRST REQUEST FOR PODS
FILED: OCTOBER 20, 2008

TECO Energy Inc. 16 May 2007

Global Disclaimer

This report has basn prepared by UBS Securites LLC or an affiiele thereol (UBS"). in certain countries UBS AG is referred fo a8 UBS 8A.

muﬁuhhdmmm-ummumummw#mw.lhnn'oncldbtnlndle financial slhiation or particuisr needs !
Wwwrnmm;mmmwmhmu e nt clrounstances or otherwite constitute &

For financlel Instruments admitted 0 trading on an EU raguisied market: UBH AG, ind LLC andior UBS Capital Markots L") acts as a merkat

Mo afilistes OF
maker or! provider (in accordance with the inlerpretation of heee lerms I the UK) in the Snanclal insiruments of the lesusr save that whate the activity of Equidity provider is caried out
in socerdence he dellriSon given 10 R by the lews and reguiations of any other EU jusladicBons, such ] nths eport.
* Unied Kingdom and the rest of Europe: Exoent 49 otherwise spucified n, this by UBS Limied. @ of UBS AG, 1o persans ek
o iedarmnedisie cusiomen (us dutsiied in e FEA and s only aveilsble 10 such persons. The information contained harein doss not 1o, and should not be velied upon by, private
cusiomers. UBS Limiled is authorised and reguisied by Bandoss Authorly. France: Prepared by USS Uimied and disirfouted by Umitad and UBS Bocurlies Prance BA. UBS
Securies France 8A. b by the Autodié des Marhés Financlees (AMF). Where an analyst of UBS Securiies France SA. has conbibuted 10 thia report, e repart s sleo deamed io

omw&umwwmmmmumm«mmﬁ.nmwnmmummumiuunmnmlmmmmm
actions of Sird parties th this reapocl .

$ UBS
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Ameroas

" Eleckic Utikies T o
e SR e Unchanged
TECO Energy Inc. T
‘ Lowerlng Estimates on COaI Uncertalnty, Plce _Usptess
Maintaining Price Target . RIGTEN B TEUS ;
: 7 Februsry 2007
.- MgthlthdnmmZOMEPSntggtolSI.zs : . Trdmgdata L
This is largely driven by the uncertainty around coal pricing and production leyels . Stekmnge - USSITAS-U50
since ~ 55% of expected coal production in '08 is still uncontracted. Memit also . Maketesp. T Useasshn -
" Jowered its margin expectatior from TECO Coal for '07. We are lowering oirr éx- Shares ofs . . . 200m
synfuel '07E EPS to $1.00 from $1.07 (ve. msmtgmdmceofSOW 101) We are Feeflost - . . e
also lowering our '08E EPS to $1. 12ﬁ‘0m$l.2ﬂ Avg. dally volume (000) N
" 'm  Exploring the Salé of TECO Transport ' | IndheelNy .
o szﬁnngmcommhacycuulmmngbﬁmdhigherquﬂitymw Balance sheet data 1207E-
eammp(albeitwet&elongm)mynotbewchabndidn.mwopmion. Sharshoklers' squity T usyiTeea |
Neamtem.dwudewlﬂh‘hlybemodesdydﬂuﬂveﬁommyhxtoouldbe P/BY UBS) : T, -
value neutral given the large NOL position at TECO. " Netcash{debt) . . (uass.Aotn)
= 4QU6 EPS Roughly In-llne - " Foscastrotome S
TBCOmﬂud%lowaPSin4Q.to$0.22ﬁom$0.24in4Q05 missing our  Forscastprics approciation 0.1%
$0.23 est. narrowly. YoY decline was driven by lower earnings st Tampa Electric Fm::mﬁu - P
and TECO Coal, partially offset by higher eamings at TECO. Transport snd TECO Forecast stock rebum. o 8%
Glutzmh.Fortheyw,mCOmalmedlmdeclmemEPS,toSI 12 from $1.23 - Market relurn assumption 2%
in '08. . Forecast excess refum £.3%
- W Valuation: Maintaining lz-lnonth Price Target of$l1llhlre EPS (UBS, USS)
Alowergmwthmulookilbelngcompmntedbyhighavdmonformco 7 - pov
Transport in our ‘08B EV/EBITDA multiple based SOP enalysis, which = e m:
Wanwmm&r&ehnhdmﬁdmmumdmu o - - Ms‘ o
. A ‘ : aE . . sz
L . - @ . - < 0% 0%
Highlights (USSm) - 1208 12008 1207E 3 1200E oE - . 0. 022
Rovenues 3010 sMe . 3288 g1 . 08 107 - 1007 .- 108
. EBIT(UBS) . s - L 288 a7 12088 14 1.12 117
Net incoma [UBS) 2% 234 200 23 . - ’
EPS (UBS, USS) 2 112 100 112 - - Porformance USH) . .
Net DPS (UBS, USS) L, ] 9.7 © 018 0.78: . Tﬂm—_—u‘n‘m:'
& Valuation atav. - 1206 T20E T2R0E T2RE 3 =
‘EBIT.margin % 12§ s 19 123 - 5 I i -
ROIC (EBIT) % L. 0.4 98 100 - i : .
EVIEBITDA x L S IR * S | 3. - s .
PE@BS)x s "3 170 182 - OO N NN
" Netdividendylekd % 65 . 47 48 45 - et -
mmm'm:uqﬁn‘:'n: U a3 T Suneim
e e yor, 5:Sewmd o v e o USH 0.0 8 P 2007 1134 EXT mmmmmm
- RonaldJ.Barone  Shalini Mahajan, CFA .
Anslyst Anaiyst . ] - 'lhlsnponlmbunpupmdbyuas
“2T1 8 212718 01 o S Securities LLC

ANALYST CERﬂHcImONMD REQUIRED DISCLOSURES BEGIN ON PAGE §
UBS does and seeks to do business with companies covered in its research reports. As a resuft, hvesmmouldbemmlmoﬁnnmy
have a conflict of intarest that could affect the objectivity of this raport. investors should consider this report as only 8 single factor in making

. theshnrldoddon.mthhUnhdemMWMmhwmya :
. companies covered in this report, at no cost to them, where such research is avaiiable. Customers can acoess this hdupendmtmemhat
mmmmwumm«malﬂm-moommmummmhmm .

9721




. TECOEnergyinc. 7Febrary 2007 -

TAMPA ELECTRIC COMPANY
DOCKET NO. 080317-El

STAFF'S FIRST REQUEST FOR PODS
FILED: OCTOBER 20, 2008

" Valuation
‘We reiterate our 12-month $17 price target on TECO. lnoursum-ofthe-pum

malmwcuseMEBHDAemmmsforﬂwdlﬂ'«embmm segments
" and apply a EV/EBITDA multiple. We then add the NPV of synfuel tax credits

andNoutogettoonrlz—monﬂxpﬁceurget. Ouuum-of-dn-pmnmlymxs .

shown in Table 1. i
Table 1: Sum-of-the-Parts Analylls for TECO
million exce] :hmulul ZOOBEEB!TDA EVIEBITDAMuIﬁ le En 8 Velus

Tampatleckc - 658 3 -3,008

Peoples Ges Syskem - 9 . T.0x - 608 ¢
. Total UtiRy Vaue o . o 4
" TECO Trensport ' T | 7
. . TECO Codl - 105 6.5x - 633

Olur_lbn-mdahd : 4 . T.0x . 639
" Total Non-Reguleted Vaiue .' ST IR Y
) foumamnqvum - R ) 635

Less: Totsl Net Debt ' o 3.3 -
- EquyVeus ST 2084

Equity Valus per Share . T
" Pls: Present Viue ofNOLs and Synfus! Tax Crodts o T I
. Total Equity Value per Share S - ' $7 .

Source: UBS estimates

 Our price target of $17 implies a 15.2x multiple on our recurring 2008 EPS

. estimate. Price appreciation to $17 - combined with.a 45% dividend yield -

" suggests' a 4.6% total feturn potential, We reiterate our Neutral 2 rating on the
X - . ‘ .
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"4Q06 Eamlngs Summary
Table2belowouﬂinesTE(X)s4Q06mdtsbysegmcntmdshow:t!w
vmnneeoveMQOSeaminss '

Tablg 2: TECO's 4006 Ruunsbysumuit :
iifons of USS axcept per share values 4006 408 % change
ToulReguistd 64 ') (129%)
Tampa Eleciric " 194 28 (178%)
- Peoples Gas ' 1/ 67 - A5%
Totl Unreguiated . : B T 200 (2.0%)
TECOTrnepot 85 58 “i%
TECOCoM - : 103 249 (25%
TECO Gustomala  * . 10 Cow 67.1%
" ParestiOther . 192 ) .
. TECORecumingNetincome - . 488 . 508 (8.5%)
Salsofumsed steamturblne - : 31 on -
TECO Transport hurricans costs 00 1
Parent debt extinguishment . - “.n
Discontinued operations ' 05 (08)
TECO GAAP Not inooma Y1 B EMN
Average Sharse Outstending - ciuted 2083 2074 04%
TECORecurg€P8 ~ 022 o @9%)
TECOGAAPEPS - . 028 025 (84%)
mwmmmm
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TECO Envergy nc. 7 Febrary 2007 -

2006 Eamlngs Summary

. Tublse3belowoutlhesTE00 sﬁOOGresultsbysemntmduhuwﬂhevmmoe
over 2005 earnings. : _ . -
“Table &,TEOO%ZOQCMUIBWSQWQM i

milions of USS axcept per share values 008 2005 % change *
Total Regulated 1688 - 1787 (6.3%)
“Tarpa Blectric : : 1359 1474 (1.6%)
Peoples Gis o . ooar 08 - 0%
Total Unreguisted - - S L. T (128%)
. TECO Merchant T (16.6) .
TECOTrmsport - S - I T B/AN
- TECO Coul - . 188 1154 BITR)
L _mcoem : 7 S Y SR 1)
ParentOtwr . T 42 ®4 . -
TECO Reotaring Netlncome * C T oa%as . /AT (83%).
 Sale of unused stesm turbbw - A -+ / .
TECO Tranwport humicans costs e (128
TECO Tranaport humicane recovery - 18 187 -
Parent debt extinguishment : e 48
_ Discontined operatons . T ) 635 | 4
_msm:mmqmmmuu 81 - 18 . R 3
moommm , . 263 WS (10.3%)
Average Shares Outstanding - dfkted ‘18 . 088 08%
TECO Recurring EPS . T 1M 1 0% -

TECODMPEFS . - 148° 138 mawy-
. Soue: Comperyy eports and UBS estmales '

--ups 4 -
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s TECO Energy Inc.

) 'TEOOEnergy,headquar(emmeampa,Flonda,mppheseleclﬂcﬂymdwmnl ]

gas in west-ceatral Florida as part of its regulated businesses; transports, stores,

andmnsfencod,opmundergmmdandmfweeodmmes,mdpmdms -

symheﬁc fuels. -
" m Statement oleik

’l‘hekuymlmincludehxghdebttocapmlmtio.highero&MeomnTampa

. 'Elecmctomeetrelmbdnyreqmmmu,advmewutheroondmms,chmgeum .

general economic conditions; ugulatory environment; commodity prices;
envmmanmlmm,mdimmutm

RN Analylt Cerﬂnuﬂon

Elchmchanalystpﬁmnﬂlymmomibloformeconmdﬂnsmmch
report, in whole or in part, certifies that with respect to each secyrity or issuer
that the analyst covered in this report: (1) all of the views expressed sccurately
reflect his or her personal views about those securities or issuers; and (2) no part
- of his or her compensation was, is, or will be, directly or indirectly, related to
dxupeclﬁcmcommmdauonaorwewsexpressedbythatremmhanﬂystmﬂm
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TECO Eswrgy kne. 7Fabruiry2007 -
Roqulred Dlsclosum
reporthasbeenpmpmdbylms Socunnes LLC, an nﬁlim ofUBS AG (UBS)

Formformsuononﬂleway:mwhmhlmsmanageaoonﬂwumdmaiminsmdepmdemeofmmmchpmdw,

historical performance information; end oenun ‘additional dlsclomes ooneemmg UBS research recommendatioss,
please visit www.ubs. com/disclosures. :

UBS Investment Rmmh: Global Equity Raﬂngs Deﬂnlﬂons'nndAlocaﬂom ) . .
USS rating_Deiniion __~__UBS miing_Definiion ______Rating category _Coveraga" 1B servicas”

i ... FSRIis>8%above the - FSRis>G6%abovethe - R : .
. Buy1 MRA, higher degree of Buyz MRA, lowerdegreeof Buy =~ - 44% 36%
R ‘predictabilty - predictabifity o
. FSRIs between 6% = - FSR Is between 6% " . .
Neutal 4. pSKIIMONFA  Neutral2 kT TA * WoldiNeutrsl .. ad% - 3o
FSRb>e%bélowthe "FSR ls.> 6% below the ’ . .o -
Reduce1 . MRA. higher degree of Reduce 2 MRA, lawar'degmof Sl . . . 18% - 26% ’

e Pomntmdoanpenbsmdereovmgloballywﬂ\lnhhnﬂmmﬂ L '
. 2: Percentage’ ofeompunlu within this raﬂngeetegorybrwmeh Invcshnentbanldnq {iB) urvleu wura prwldedwlthln thepast
. 12 months. . .

Source: UBS Rnﬂngs dlocatbns ard gs of 31 Deosnber 2006

'KEY DEFINITIONS

" Forecast Stock Rotum (FSR) Is defined as expecled pememage pr‘be appm:laﬁon plus gross dividend yleld over 1he nm 12

months.

Market Retumn Auumptlon (MRA) Is daﬂnad as the one-year Iocal market Interest rate pius 5% (a pmxy for, and not a

" forecast of, the equity risk premium).

. Predictabliity Level The predictabiltty level indicates an andlyst's eonv!eﬁon In the FSR. A pradlehblllly lwel of ‘1" means that
the anslyst's estimate of FSR Is in the middle of a narrower, or smatier, range of possibillties. A predictability Iowl of ‘2 means
that the analyst's sstimate of FSR Is in the middle of a broader, or larger, range of possibllifies,

Under Review (UR) Stocks may be flagged as UR by the analyst, indicating that the stock's pﬂoohfgotandlunﬂnam
" sublect to poulbloehangohlhomwwm usuallylnnsponseban evammatmayaﬂodmﬂnvmm«searaluaﬂon

EXCEP‘I’IONSANDSPECIALCASEB T - ' o ,

US Closed-End Fund mlnga and definitions are: Buy' Higher stabliiity of princlpal and hlgher stnblllty of deendt. Neutral:
Potential loss of principal, stablﬂlyufdlvldond Reduce: High potential for loss of principal and dividend risk."
UK and European investment Fund ratings and definitions are: Buy: Posifive on factors such as uudun mamcemem.
pufonmmomom discount; Neutral: Nwhlmfadouwehuﬂuﬂm,mnagemem.pemrmmm dlsooun!;

- Reduce: Negative on factors such as structure, management, performance record, discount. l

" Core Banding Exceptions (CBE): Exceptions to the standard +/-8% bands may be granted by the investment Ravbw
Committes (!RC), Factors considered by the IRC inciude the stock's volatiiity and the credit spread of the réspective company’s
debt. As a result, stocks deemed to be very high or low risk may be subject to higher or lower bands &9 they relate to the rating.
When such cmpﬂom apply, they will be identified in the Companies Mentioned or Company Dlsdosum table in the relevant
research plece. . .

Companies mentioned = . . .
Company Nsme Reuters Rating - _Price Price dateltime
_TECO Energy Inc. : TEN Neutral 2 US$16.99 08 Feb 2007 19:36 EST

_ Source: UBS. EST: Eastemn standard ime. . ‘ _ !
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-'I'EOOEIDIWIM. 7Fdw~ﬁm

Coa UBSAG lhamatesouubsldlarlsshasactedasmanegerlco-managerlnﬂ\emdervmungorplmmmdmm“d o
e thlseanpanylenﬂtyoroneoﬂlsaﬁllahswlﬁlnhepasthum )

4. Within the past three years, UBS AG, Its affiliates or subsidiaries has recelved eompensaﬂon for investment banklng
" services from this company/entity. - .

18.  UBS Securities LLC makesamarksthmnmudﬂa nndlorADRsofmlsoompany . : : ‘
Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of 1hh napon.

TECO Enomylnc. {uss) . ..
, . Price Tmel{UBS) —— Sock Price (USE)

o o 0
. e [ 1 L I R IR
w e

i;.§ﬁ§i§.§7§.§f§f§i§h§;”;.é.g.g.i. '§'§ffé

8wmuas;uofs|=ebnmy'zoo7. _ ' LT e

Note: On September 9, 2006, UBS adoptad naw percentage band criteria for its rating system. (See 'UBS Investment Research: |
Global Equity Ratings Definitions and Allotations' table for detalis). Between October 13, 2003 and September 8, 2008 the P
. percentage band criteria used in the rating system was 10%. Prior to October 13, 2003, the UBS ratings and thelr definitions . -
were: Buy 1: Excess return potential >15%, smaller range around price target; Buy 2: Excess retum potential >15%, larger

range around prica target; Neutral 1: Excess return potential between -15% and 15%, smaller.range around price target; Neutral
2: Excess retum potential between -15% and 15%, larger range around price target; Reduoe 1: Excess return potential <-15%,
‘smaller range around price met; Reduce 2: Excess retum potential < -15%, larger range amund price target. Excess retum Is

. deﬂneduhedlﬁmneabeﬁweonttnFSRandhoom-yurloed marlmhm:tmh.

ues 7
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SOLEIL

Cquity Research TECO [C““'g\'
Compan Th. $15.82. Hold
) Tampa Pualls Plug on [GCC Progect: Model Updated

Mamwrice B May - ‘ - Actlon . : . - .
e G awer-insighis.com Hold. Barlier today, we downgraded TE from Buy to Hold due to the decision of core-utiity -
Tampa Electric to "defer," apparently for long while, the construction of Polk 6, a porposed 600

$olas oot Bassarch 'MW IGCC plant. We saw the project substantially building rate base and earnings over the
' * 2009-13 time period. Without the project, TE becomes a free cash flow company that can build

1-800-569-2407 cash to meet parent-level maturities in 2010 and 2011; however, the beneficial carnings impact

wrw soleilgronp.com * from debt reduction will be much less than if the plant had been built. While management may

mc. "‘:3”1 .~ yet come up with something, at this point TE's earnings prospects are much less exciting over

MaigtCep) #8381 ' the next several years without the plant. We lower our price target from $18.25/shr to $16.75,

52/Wc. Range 19-$16 based upon capitalizing our new 2008E of $1.12/shr at 15.0x, and maintain our Hold reting.

Raing __ Hold ] Viscal Yoar Calendar Yerr

PiceTomet . $1676 T Cooa IEE coze SQ00A

Shares Ot 210.5 : . v

Bwougy ot . . i i m—

e e R R

Trading Volume(M) 1.747 :

Sector Opinlont Revenues in millions, except when neted.

o actrie mmm « Polk 6 - plug pulled. TECO's core-utility Tampa Electric has "deferred" thie construction of
lagely by pursuing "back to basics” its. 600 MW, IGCC Polk 6 plant, citing the cost benefits and rate payer and sharcholder risks
B e ution, cassiasion,. < 8ssociated with emerging CO2 policy and carbon capture/sequestration. -l

. ad = some cases goneration. ¢ Polk 6 earnings stream - gone. With this announcement, a substantial future éamings stream
Baviroomental conpliance and roewable  associated with $2 billion of rate base growth is removed from the picture, Management may

this rato base yet announce something, but for now we see TE as a cash-flow positive company that will

hih s lrgely, rocesson frmc. . build cash for retirement of 2010 and 2011 parent-lovel debt maturities.

g b B o e mss:  « Estimates - going down. We lower our 2008E from $1.14/shr to $1.12, and 2009E from

mh.;‘h negatively fmpacted  §1.20/ghr to $1.25. We also shave our 2007E from $1.04/shr to $1.01 due to recent

M;Mnmhm-ndm management guidnace. ) L '

i, » acket concitions dospite s« Valuation - down. We reduce our valuation and price target from $18.25/shr to $16.75,

et deloe s e s s  based upon capitalizing our 2008E of $1.12/shr et 15,0x.

 Summary and recommendtion - Hold. This announcement substantially reduces TE's
earnings growth propsects over the next several years. Accordingly, this momning we lowered
our rating from Buy to Hold. ' ' :

Important disclosure information is contained on pages 6 - 11 of this report. The recipient of this
report is directed to read these disclosures, ‘ . I
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" This moming, Tampa Electric, the core uuhty of TECO' Euvergy (TE - Hold) announeed it no
longer plans to build the 600 MW Polk 6, its $2.0 billion, coal-fired, integrated gas, comblned
) cycle (IGCC) plant, citing uncertainty surrounding possible CO2 regulations and| carbon
b _ capture/sequestration. The $2.0 billion investment in the plant would have been incrementnl to
\ Tlmpascutrentrawbaseot‘$30b|lhon,andwouldhavebeenmemmndnvuofpotennal
strong earnings growth for TECO Bnergy in the 2009-2013 time frame. Tampa will now look
to other options, such as natural gas, to meet its increasing need for baseload upacity
However, a 600 MW combined cycle gas turbine plant (CCGT) would probably only cost
about $600 million and not provide anywhere near the rate base growth of the IGCC. This
changes TE's e'armngs proﬁle going forward. This dramatic announcement has mumerous
ramifications, in oux opinion. Here are some of them: ;
j

) The deferral is timely. It comes on thc eve of hearings scheduled next week at the Flonda
PSC on Tampa's request for a Determination of Need (Docket No. 070467) for the plant. The
bearings are in the process of being cancelled by the PSC.

) Florida politics are changing. Former Gov. Jeb Bush, who was sitting during the tcrrible
hurricanes of 2005, experiencéd disruption of gas supply, wanted to diversify away ﬁ'om gas
and supported nuclear and clean coal technologies. New Gov. C'harhe'pmt is

much “greener” than his predeeessor, and even though he supported IGCC tochnology (he
signed -legilsation in June supporting it with favorable financial treatment), the nationa.l
gieenhouse gas debm:smowngverquddyandhaschangedontheuseofcoalmeven
clean coal -~ going foward, at least in Florida where rising tides related to global warming

woiuld be devastating, l '

_p Tampas will consider other alternatives. The utility says it still needs 600 MW of baseload.
capacity in 2013, and will look to other sources. It mentioned natural gas as a possibility.
Neighboring Progress Energy (PGN-NR) is planning a new nuclear plant north of its
exuung Crystal River site on the Gulf of Mexico; conceiveably Tampa could take an equity
postion in, or get a PPA from, the plant, but it would be on line in 2017 at the carliest.

p Conservation debate may advauce in Florida. Despite existing conservation measures, we
do not see the conservation debate in Florida reaching anywhere near the level as
northeastern states, where decoupling measures and smart grid investment are moving shead
quickly. That could change. :

 » TECO Energy becomes cash flow positive. Management thought it could finance the equity
portion of the IGCC from internal sources over the 2008-2013 time frame. We see the
company having free cash flow primarily from $763 million of NOLs and $197 million of
AMTs from its ill-fated merchant plant expansion.

) Polk 1 to demonstrate again? In the press release, Tampa said it remained committed to
IGCC technology and would like to partner with government agencies and others to
demonstrate the viability of carbon capture/sequestration at its existing Polk 1 IGCC. Polk |
was built in partnership with the EPA in the 19908 as a demonstration of IGCC technology,
and would be the logical candidate to play that role again with carbon sequestration.

) We view this as a serious "wake-tp call" for clean coal. The coal industry has been
advancing clean coal technology in recent years as a way ‘of maintaining coal markets. We
suggest that this action by Tampa Electric places the future of clean coal in doubt. Perhaps

the coal industry would make a good partner (Le., financial supporter) for a soquestntion
project at Polk I.

The "deferral” (Tampa is not calling it an outright cancellation, though it would appear to be a
very long-term deferral) of Polk 6 also has ramifications on TECO's earning profile going

2-
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forward. As earlier presented by management, the investment in Polk 6 would have increased”
the Tampa Electric rate base by $2.0 billion on top of $3.0 billion currently, and would have

been financed internally without the sale of additional equity. That made the stock attractive to

us.. : '

Now, with that primary camings driver gone, we must adjust our estimates going forward,
Thus, we remove the IGCC ﬁnmomeanﬁngsmodel,nndusethehecash.ﬂowmpayoﬁ‘
parent-level debt in 2010 and 2011. We also assume that Transport get sold, though with net
" proceeds of $300 million rather than $400 million. (We note that TECO says it is going ahead
with the sale, despite the IGCC deferral.) .

) 2007E - down three cents. We lower our 2007E from $1.04 per share to $1.01 given

management's comment discouraging eamings in the upper end of its $0.97-$1.07 per share
guidance range (from continuing earnings, ex-synfuel).

P 2008E - down two cents, We lower our 2008E from $1.14 per share to $1.12, reflecting the
removal from rate base of $50 million in average IGCC investment, as well as shaving utility
ROEs. : "

) 2009E - down four cents. We lower our 2009E from $1.29 per share to $1.25 roflecting the
removal of $238 million in average IGCC. investment from rate base. EPS for '09 still
advances nicely, helped by the end of $(0.04) per share of Transport contract disallowance. -

Summary and recommendation - Hold. While management may yet come up with something.
to replace Polk 6; at this point TE's earnings prospects are much less exciting over the next
several years without the plant. We lower our price target from $18.25/shr to $16.75, based
upon capitalizing our new 2008E of $1.12/shr at 15.0x, and maintain our Hold rating.

RISKS i

. - 1] .

) Valuation risk. Price targets are based upon carnings projections andﬁe’{upi_uliznﬁon of.
those projections by the stock market. If we are wrong on cither our estimates or valuation,
there may be price risk in the stock.

) Interest rate risk. Utility stocks are often viewed as yield vehicles. As such, they are
susceptible to changes in interest rates, and a rising interest rate environment will likely put
downwargd pressure on utility shares, including TECO Energy.

) Regulatory risk. Regulators at the Florida PSC have traditionally been fair with utilitics

ing in the state, including core-utility Tampa Electric. However, there are aberrations,
such as the TECO Transport penalty; moreover, the current commission is inexperienced and
understaffed by two members. With virtually all of TECO's utility revenues regulated by the
FPSC, any changes from the historic regulatory climate in the stato would be a major
negative for the stock. :

)CAPEerhAlugepanofﬂmcapimlexpmdimeadﬁvingfomcumdmmingsgmwthh
for an IGOC power plant, While such a plant is relatively environmentally benign from a
multi-pollutant standpoint, it is nevertheless a fossil-fuel plant that produces CO2. Tampa
Electric faces possible federal CO2 restrictions, carbon sequestration expenses, and political
opposition with this plant. - '

) Restructuring risk. TECO Energy continucs to undergo restructuring to reduce the financial
stress that followed in the wake of its largely botched venture into unregulated independent
power production. Still to go are sale of TECO Transport and further debt reduction. If these
meagures fail to go as planned, future EPS growth may not materialize as projected.

3.

! !
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. 3 -1
yUmg-hud'mk.moonnergyhuammnmgulmdcouminingbusmm\fwima :

higher risk profile that its utility operations. Thus, this business can experiénoe) greater
earnings volatility and potential damage the price of the stock. . :
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. o Appendix | -
TECO Energy - Earnings Estimates and Vaiuations

" (in § miltions, except per share figures and percentages)

_ 2007E
] Rate ' % $ . .
Utllity businessss Base E ulty ROE Income Valuation -
Tampa Electric $ 3100 50% § 1650 1060% $ 1628  Utllty eaminge ($ mls) $ 1818
- Transport disafiowanca (tax) $ - $ (150) 400% $ (80) tess share of holdco nterest $ -
Gas . § 535 50% $ 268 1050% $  28.1 Net utiitty earnings st $- 1818
Total Uthity Income $ 2638 $ 1018 $ 1818  UMyEPS' $ 088
+ TECO Transport $ 250 Assigned muitiple 18.5x
+ TECO Conk - synfuel* $ - |ucatty vaiua per chere $ a.n[
+ TECO Coal - conventional - $ 80 g
+ Gugtemaia operations $ 385 Unteguiated samings ($ mils) $ 885
Total Unregulated Income . '§ 968 lecsshare of holdoointarest - §  .(66.1)
Total Opersting Cos i ’ . $ 2763 . Netuneguiated samings ($ mis) $ %04
- Holdoo - interest expense C $1760  720% § (1270.1) 400% $ (762)  Unreguiated EPS : $ 014
- Holdoo - intematty aliocated intsrest o $ 100 400%. & 60  Assignedmulip 15.0x
ot dropteens 3 @D ok § oD
- Holdco - cash $ 250 A75% $ 119 400% $ 7.4 : - )
Holding compsny impact ] § (68.4) . |8un-oﬂﬂaru\ldw¢hn $ Ml
Netinoome : ' $ 2122 i _ .
|aﬁ=rsmn $ 101]
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TE_co ENERGY (TE)
712107 _jmmu_sr.ﬁhm.(ims&)_ Price/Eamings Multiples _ _ _ Dividend

$16.26 Sl 11 $1.20 Sl 15 Sl 10 136x 14.Ix 148 197% 15.1 $0.78 '4.80% 65%

. Before: 1¢ of hurricane costs, 1¢ of income from discontinued operations, 4¢ gain from Dell and McAdams plam sales, and
2¢ gain from sule of unused steam turbines (2006); and, 1¢ of TECO-T mmsactlon related costs (1Q07) v

Ovemew L ' ' i

!
_ After essenhally completlng withdrawa) from its substannal merchant power mvestmentls two
years ago, TE’s businesses consist of Florida electric and gas utilities, coal and synthetic fuel product:on
in Kentucky and Virginia, river and ocean transportation businesses in the U.S. and worldvnde,!'and power
generation and distribution in Guatemala. Florida utilities Tampa Electric Company (TEC) and Peoples

. Gas System (PGS) represent the majority of TE's operations, accounting in total for 77%, 68%,and 76%
of consolidated revenues, net income from contmumg operations, and assets, respectively, during 2006.
TE’s strategy continues to focus on improving its financial posmon and outlook through furtheri asset
dlsposmons and on the significant rate base growth opportunities at TEC. As part of this strategy, the:

" company has requested authorization to build a 632-MW mtegrated coal gasification combined- cycle
(IGCC) plant. In addmon, earlier this year TE announced that it is pursuing the sale of TECO Transport
(TECO-T), the company’s marine transportation business. The sale of this business would reduce TE’s
overall business risk and enable it to accelerate its debt reduction program. Given our expectatlc'»ns for
rate base expansion at TE’s utilities and growth at its coal business, as well as lower interest exp'ense from
debt reduction, we expect the company to post average annual EPS growth of 4% over the next several
years. We note that in 2008 TE’s earnings will be negatively 1mpacted by the expiration of the federal
synfuel tax credit. The company plans to replace the synfuel earnings with continued accelerated debt
reduction, and poss:ble increases in conventional coal productlon ' -

Utiligy Busmesses ' . : : : : "1'
TECis TE’s largest subsidiary, representing 60% of 2006 consolidated revenues and 65% of
assets. TEC owns more than 4,400 MW of generating capacity, of which roughly 40% is coal-fired, with
the remainder being natural gas and/or oil-fired. The utility’s retail service territory is one of the faster
growing in the U.S., with annual customer and weather-normalized sales growth expected to be above
2.5% over the next several years. This growth rate is slightly lower than the expans:on of the last several
years, largely due to a softening of the housing market in Florida, The company’s customer mix produces
relatively stable usage, as 44% and 32% of 2006 kWh sales were derived from residential and commercial
customers, respectively; a comparatively modest 11% was derived from industrial customers. Like most
states in the Southeast, Florida has not restructured its electric industry, given the state’s competitive
rates, low percentage of industrial customers, and peninsula geography with hm:ted transmission
interconnections to the north _ ~

Hlstoncally, Flonda has been a constructive regulatory environment, and desplte the election of a
: new govemor in 2006 and the recent appomtment of two new PSC commissioners, we see no indication
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that this situation will s:gmﬂcantly change in the foreseeable futire. There has beén little major
- regulatory activity involving TEC over the past few years. Upon the explratlon of various: non-tradmonal
regulatory mechanisms that were in effect during the 1990’s, TEC has been subject to traditional |
‘ROE-based regulatlon in recent years. The company is currently authorized an 11.75% ROE, the. ||| -
mid-point of an allowed range of 10.75% to 12.75% that was established in 2000. Earnings above the
12.75% equity return could trigger a PSC earnings review, but over the last few years the utility’s |
earnings have fallen within the allowed range. TEC utilizes adjustment clauses that permit timely

recovery of prudently incurred expenses for fuel and purchased power, capacity costs, conservation costs,

and enwronmental costs. i
TEC’s non-base-]oad capital expenditures are projected to total almost $1.9 billion over the
2007-2011 time frame. Earlier this year, two 180-MW gas-fired peakmg units, Polk Units 4.and 5, wn:re'
placed into service at a total cost of $65 million; this investment is being offset through customer and| |
sales growth. Customer growth drives a need for 130-150 MW of additional capacity per year, and TFC
anticipates the need for several hundred MWs of peaking capacity over the 2009-2012 time frame. ,
However, current plans are for the company to purchase, as opposed to build, this capacity; the compan
believes that sufficient, reasonably-priced gas fired capacrty will be available in this time frame. Othe;rl ‘
factors driving TEC’s cap ex over this time frame include environmental compliance (selective catalytic
reduction) at certain coal-fired generatmg plants, transmission and distribution (T&D) system storm i
hardening, T&D system expansion and reliability upgrades to support customer growth, transmission’
system upgrades in Central Florida, and combustion turbine replacement and refurbishment. =

el
. Beginning in 2013 TEC anticipates that it will need additional baseload capacity, and in July 2007 -

the company filed a petition with the PSC for approval to construct Polk Unit 6, a 632-MW 1GCC base .
load facility. If approved, the company anticipates that the unit would begin commercial operation in
2013. TEC currently estimates the cost for Polk 6 to be approximately $2 billion (not included in above
estimate), which includes an estimated $1.6 billion for engineering, procurement, and construction, and
approximately $400 million in additional related costs, such as transmission infrastructure, environmental
permitting, project management, staffing and training, and contingency costs. The company believes that
the currently estimated cost for Polk 6 ($3.2 mi/MWH) is comparable to other similar-sized IGCC
facilities that have been proposed by American Electric Power and Duke Energy. In November 2006,
_TEC was awarded $133.5 million in Internal Revenue Service clean coal tax credits for Polk Unit 6. TEC
. expects that the PSC will hold a hearing on its petition in October 2007 and issue a decision shortly
thereafter. Other state regulatory approvals would be needed before plant construction could commence.
We note that TEC has operational experience with IGCC technology. TEC’s 260-MW Polk Unit 1 1GCC
facility has been in operation since 1996 and over the past five-years has achieved an 80% capacity factor.

On the legislative front, new laws were enacted in June 2007. pertaining to IGCC plants. House
Bill (H.B.) 549 authorizes ‘deferred accounting for the preconstruction costs of IGCC plants, and these
costs are to accrue a carrying charge equal to the utility’s allowance for fund used during construction.
(AFUDC). All prudently incurred preconstruction costs are recoverable through the utility’s capacity cost
recovery clause. - Also recoverable through the capacity cost recovery clause is a current return on
construction work in progress (CWIP). For a plant for which a certificate-of-need request is submitted by
year-end 2010, the recoverable financing costs are to be computed utilizing the pretax AFUDC rate in
- effect as of June 12, 2007, the date the legislation became Jaw. If a utility does not complete the
construction of the IGCC plant, it would be permitted to recover all prudent preconstruction and
construction costs. The unrecovered balance would earn a return equal to the utility’s overall rate of

return.

" PGS is Florida’s largest natural gas utility, serving 335,000 customers and most of the state’s
major metropolitan areas. During 2006, the company accounted for 17% of consolidated revenue and
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10% of assets. Natural gas has not made sngmﬁcant mroads in Florida; the penetranon rate for the state’s
households is less than 10%. Given the slower housing market in the state, customer and sales growth are
forecasted at a 2.5% annual rate, modestly below the growth rate of recent years. System expansion
required to meet this growth and the rate basé recognition of such expansion should result in average
carnings growth at PGS of roughly 3% annually. The company is authorized an'11.25% equity return, the '
. ‘'mid-point of a 10. 25% to 12.25% authorized range that was established by the PSC in 2003.

Non-Unln‘y Businesses

: - TECO Coal (TECO-C) owns or operates low-sulfur coal mines, syntheuc fuel producuon

facilities, and coal preparation facilities in Kentucky and Virginia, and accounted for 17% of 2006
consolidated revenues and 5% of assets. Major customers of TECO-C include domestic utilities and the
U.S. and European steel industries. Synfuels accounted for 6.4 million tons of the total 9.7 million ton .
output in 2005, 5.3 million of the.9.8 million ton output in 2006, and are expected to total 5.7 million tons
of a projected 9-9.5 million ton output in 2007. Close to 90% of 2007 total output is under contract and
pnced Synfuel production is profitable due to a federal tax credit, and this tax credit phases out at higher
oil prices. During this year, the tax credit reduction'is expected to begin at a 2007 average NYMEX oil
* price of $63 per barrel and phase out completely at $79 per barrel. However, TECO-C is hedged against
any tax credit phase out in 2007, and synfuel net income should total approxlmately $65 million.

%t -

1.

TECO-T transports coal, phosphate, grain, and other bulk commodities domestically and
internationaily. During 2006, this business segment accounted for 9% of consolidated revenués and 5% of
total assets. TECO-T consists of three major subsidiaries that operate an ocean-going fleet, a 1'1ver barge
fleet on the U.S. inland waterways, and a dry-bulk commodity deep-water transfer and storage’ 'terminal.

- TECO-T has been profitable for many years, with significant multl-year contracts serving as the basis for
stable eamnings. For 2007, TECO-T expects continued strong river market conditions, strong d'emand for
dry-bulk oceangoing shipments, and improved operational performance with higher terminal volumes and
vessel utilization levels. As noted earlier, in February 2007 TE indicated its intention to sell TECO-T The
sale would improve TE’s credit profile by lowering business risk, enabling the company to accelerate the
retirement of a pro_]ected $500 million in parent company ‘debt in 2007-2008, and better enableq'I'E to use its
internal cash generation in the 2008-2012 time frame to fund capital expenditures at TEC. The company
may close on the sale by the end of the third quarter of 2007. !

TECO Guatemala (TECO-G), whwh generates and distributes electricity, represented 15% of
2006 consolidated net income and 6% of assets. The company owns two power plants with long-term
power purchase agreements: the 120-MW, coal-fired San José Power Station, and the 78 MW, oil-fired
Alborada Power Station, is a peaking facility. TECO-G’s operations also include a 24% interest in
EEGSA, Guatemala’s largest electric distribution ut111ty Profit contribution this year from TECO-G is
forecast to be ln-llne with that of 2006.

Eamings and Finances

Operating EPS for 2006 totaled $1.1 1, a nearly 10% decline from $1.23 in 2005. The major factor

driving the lower 2006 EPS was a decline in synthetic fuel eamings resulting from a partial phase-out of
" the federal income tax credit due to high oil prices. Also negatively impacting results was an expected -

increase in operating and maintenance (O&M) expenses at TEC. For the first quarter of 2007, operatmg
EPS totaled $0.36, a 33% increase from $0.27 last year. This increase was largely due to a rise in the
value of the oil price hedges the company has in place to protect its projected synthetic fuel benefits. Full
year 2007 EPS are expected to total $1.15, driven by customer and energy sales growth at the utilities and
eamings from an $80 million NOy control project at TEC (the cost of which is flowed through the
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environmental cost recovery clause, including a return), partially offset by higher O&M expenses and -
AFUDC. TECO-C expects lower total sales volumes due to soft market conditions and per-ton average
margins similar to those in 2006. TECO-T expects higher rates and improved operating efficiencies, and
TECO-G expects 2007 results consistent with 2006 levels. Costs at the parent company level are . .
expected to decline due to.debt retirement, partially offset by lower investment income due to smaller | |

cash balances.

i
3

Over the 2007-2011 time frame, TE’s consolidated capital expenditures are projected to total :
$2.4 billion. We note that if approved by the regulatory authorities, the company’s proposed IGCC plant
would add an additional $2 billion to this total through 2012. As mentioned previously, almost - - ! 5
$1.9 billion of this amount is targeted for TEC, while $250 million and $185 million are targeted for PGS
and TECO-C, respectively. The $2.4 billion total also includes $125 million allocated for TECO-T. TE
forecasts capital expenditures of $525 million in 2007, $510 million in 2008, and $1,365 million from
2009 through 2011. A major component of TE’s strategic plan has been to reduce its significant debt
load. The company has made significant progress in this area, reducing total debt from $5,160 million (a
25% equity ratio) at year-end 2003 to $3,719 million (a 32% equity ratio) as of March 31, 2007. As part

" of its accelerated debt reduction program, TE plans to reduce debt by an additional $500 million during
2007 and 2008. Due to the financial difficulties resulting from its merchant generation operations, TE cut
its dividend by almost 50% in 2003 to $0.76. In May 2007, reflecting strengthening.company finances, in
particular significant debt retirement, TE increased its annual dividend by 2.6% to $0.78. We expect
another 2¢ annual increase in the second quarter of 2008. ' o

RRA Evaluation: After underperforming the RRA Electric Utility Index from 2002-2004, primarily due
to problems associated with its ill-fated expansion into merchant generation, in 2005 the TE shares
slightly outperformed the group, rising 12% versus 9% for the industry average. The negative relative
trend resurfaced in 2006, largely due to the diminution of synfuel-related earnings--the TE shares were
flat versus an 18% gain for the group. So far in 2007, the TE shares are again underperforming the
group--a 6% decline versus a 3% decline. While the company has made major strides over the past
several years in improving its finances and eamnings, the loss of synfuel related net income in 2008 will
likely lead to modestly lower EPS relative to 2007. We believe the company’s emphasis on growth -
opportunities at its utilities, especially TEC, and on debt reduction are a solid strategy for achieving
long-term growth. After an anticipated slight earnings decline in 2008, we ptoject that TE will post
average annual EPS growth of 4%. Our growth estimate assumes that the company places into service the
632-MW IGCC Polk Unit 6 power plant in early 2013. Based on our 2008 EPS estimate of $1.10, the TE
shares are trading at a P/E of 14.8x, in line with the RRA Index. Given the uncertainty associated with
replacing the synfuel eamings and our expectation for a modest 4% longer-term growth rate, we believe
this valuation is reasonable and, therefore, are maintaining a “Hold” recommendation on the TE shares.,

(Previous Report: 11/ 10/06)

Dennis Sperduto

©2007, Regulstory Research Associates, Inc. All Rights Reserved, Confidential Subject Matter, WARNING! This repost contains copyrighted subject matter and
. confidential information owned solely by Regulatory Research Associates, Inc. (“RRA"). Reproduction, distribution or use'of this repoit in violation of this license
constitutes copyright infringement in violation of federal and state law. RRA hereby provides consent 1o use the “email this story” feature to redistribute articles within
the subscriber’s company. Although the information in this report has been obtained from sources that RRA beficves to be reliable, RRA docs ot guarantee its sccurscy.
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ManrooR May Action ' f 4
S0s.e36 934 insights.com Buy. The cleanup at TECO Energy is nearing an end, and the company is emerging|as an -
excellent rate base growth story. Although the biggest driver of that story—the $1.5 billion
S R reh IGCC power plant—still faces 15-18 months of approval process, we belleve odds fivor its
o . : an '!'husweiniﬁa.tegovetage of TE with a Buy rating, based upon our $l|8.:25/shr
:vwmmm price target arrived at by capitalizing our 2010E of $1.41/shr at 15.0x and discounted b;gck two
Tickar TE : i
Mokt Cap (M) 536.0 Cil c
Price 16.87
52Wk. Range 15-$14
Rating
Prics Target 31825
Shares Out (M) 200.8
DMdend - __$0.78_ PE Current .
Yiid :::1’.‘.; . Revenues in millions, except when nofed. _
Market « TECO Energy - initlating coverage. We initiate coverage of TECO Energy, parent of
core-utility Tampa Electric with both electric and gas (Peoples Gas) divisions. In addition, it
Sactor Opinlon: owns TECO Coal, Guatemalan power assets, & TECO Transport, which is for sale. -

Tho clectrlo utility industry ocatinuee 13, yp() _ ¢yrnaround continues, TECO's 2000-04 efforts to expand merchant

B e ect 1 b’ ended in disaster, like those of so many others, New management joined TECO in 2004 to
‘h."mﬁ“ % "*"m re-focus on core Florida utilities, pay down debt, and restore company to financial health.
£nd fn some cases goneration. Wosco this  « 2007 — last of the cleanup/recovery years. With cash on hand, TECO has retired $371
:'H'% ": m‘m,lmﬂﬁ million of debt so far this year. In addition, cash from proposed Transport sale could support

share prioes. , interest rates additional $500 qyillion payoff later this year, ylhich should allow parent debt to fall to $1.1
m fnpact oo vty sharss, wd  billion—still significant, but well below $2.4 billion peak.

s.aw st &n- in the un::% 03, ° 2008 — growth story emerges. Tampa's ongoing & environmental CAPEX is projected well
of ', md spring 06 sxponrly  ghead of depreciation, so rate base grows. In addition, proposed $1.5 billion IGCC plant
70 could begin construction in late '08 with cash AFUDC, further growing sate base. -
bpe ﬂ":hﬁ;.zr;“w fo l0yer + 2009 — good year shaping up. If IGCC project proceeds, as we see happening, caming
m'o_ the longer m growth should begin in earnest. Management sees project financed internally, using $1
Mw?l&:ms billion in tax credits, which could drive EPS growth for years. On a lesser item, the
e P e oo ot $(0.04Yshr Transport penalty goes away. - 3 ‘ ~
tme o Dividend boost -~ 2.6%. TECO's board boosted the annual dividend rate in early May from
P o R awecy, | Fdd - $0.76 per share 10 $0.78. The new rate provides an sbove-averago 4.7% yield.
Reswurces (PNM$2795-Buy), Pepes ¢ Valuation & recommendation — initiate coverage with Buy rating, TECO Energy is
(POM-$2770-Buy), aod now o as an oxcellent rate base growth story. Although the biggest driver of that
story—the $1.5 billion CCGT—still faces 15-18 months of approval process, we belleve odds
favor Us construction. Thus we initiate coverage of TE with a Buy rating, based upon our
$18.25/shr price farget arrived at by capitalizing our 2010E of $1.41/shr at 15.0x and
" discounted back two years at 8%.

Impo"rﬁnt disclosure information is contained on pages 19 - 24 of this report. The recipient of this
" report is directed to read these disclosures. ) . -

2
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get T " Following rapid expansion in the unregulated merchant power business in 2000-2004 that
' . - ended in severe financial pressure, new management arrived in 2004 to re-focus TECO Energy
on its stable and growing Florida utilities, Tampa Electric and Peoples Gas, and to improve
financés. Thus, TECO has exited the domestic merchant business and undertaken a debt
reduction program that should reduce parent-level debt to 8 more manageable size.

'Asweseext,2007xsshapingupasthelastofTECOsclemp/reoov years. Management is
using available cash to reduce parent-level debt by $371 million in the year's first half, and has
placed TECO Transport on the block (during pesk performance, we might add) in hopes of
raising additional cash to meet its 2010 goal of an additional $500 million debt reduction by
* '2008. We anticipate a successful sale of TECO Transport at around the $500 million level,
enabling TECO to drop parent-level debt to $1.1 billion—still significant, but considerably
below its rehuvelytboent $2.4 billion peak.

In addition to advancing debtreduchon, management is looking to dramatically expand Tampa
Electric's ratebasebyputsmngﬂmfeasiblhtyofconsu'ucungancwsl.swhonpowerplmtat
its Polk site east of Tampa. The new Polk 6 would be sized at 630 MW, would employ
gas combined cycle (IGCC) bchnology.mdusecoalmdpewokeaspﬁmatyﬂmls
Wh?capml costs would be high ($2,381/KW), it carries substantial nmenmlbeneﬁts it
would be benign from a multi-pollutant emissions standpoint, andplansarebeingfommlatedm
deal with CO2 emissions, From a stock standpoint this Is very important, becausetllc LS
billlon of rate base growth krepmcntsmbeﬁnmadhﬂmwﬂymlngNOLsaMAMT '
credits, plus other cash flow (including IGCC tax credits under the Enery Policy Act of
- 2005.) The new plant is subject to the five-step approval process outlined below, and while itis
farﬁ'oma“donodeal,"weﬂ:inkﬂ:earg\mentsinitsfavorwﬂlpmﬂ. “

Next year—2008—looks like the one in which TECO builds a base fmmiwhich to move
forward. For 2008, mseepmlweldebtmgammageablelevelmdﬂ:eﬁmﬁwdoﬂars )
invested in the IGCC. We also see the possibility of an electric rate case shoring up Tampa
-Elechcseammgs,aswellasthepossibnhtyofmodmsmnlldmdmdboost ﬁ‘

2009/10 earnings move ahead. If IGCC mvemnent proceeds as expected, iearning growth
ghould begin in carnest. In addition, ongoing CAPEX at Tampa Electric should also contribute
tomebasegmwﬂ:.Onelesseritem.theS(OM)lshr'l‘ransportpenalty,goesawuymzm Our
2009md2010EPSesumatesm$l.29 and $1.41, respectively.

VALUATION & RECOMMENDATION

Asoftoda in 2Q 2007, wewmﬂdnormnﬂyvalueastockonaZOOSesumm Thus, our
2008E of $l l4pershamwhencup1mlizedatour average valuation of 15.0x, would produce a
price target of $17.10 per share. The 2% capital appreciation potential, coupled with a 4%
yield,wouldptoduoemtnlretmnpotenhalofjustWo-nwenbelowourhmdlemtcoflz%fora
Buy recommendation.

Howeva,wemweﬂnwmthatthcmaﬂmtismmﬂjvahinguﬁﬁﬁuondisoounﬁed
long-term earnings. Given TECO's growth prospects if the IGCC plant goes ahsad as
- planned—and we assume odds favor that—we value TECO at 15.0x our 2010E of $1.41 per

‘.
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. . share, or $21.25 pex share, which when discounted back two years at 8%, produces 8 price
_ target of $18.25 per share. The resulting 8% capital gain potential, coupled with the 4.6%
current yield, produces 12% total return potential over the next 12 months—meeting our 12%

burdle rate. Thus, we initiate coverage of TECO with a Buy rating. f .

COMPANY PROFILE

_ il
Overview ~ how it got to where it is today. TECO Energy is a holding company ﬁim'wd in
the early 1980's to own the stock of Tampa Blectric and two unregulated but| related
mbuidigﬁes,TECOCoddeBOOTmspommhuetmopemﬁomwuefomd'edby
Tampa in the 1950's and 1970's, respectively, to vertically integrate its Tampa bayside
coal-fired plants backward, across the Gulf of Mexico, up the Mississippi River%‘n':d its
tributaries, to company-owned coal mines in Kentucky. In the 1990's the Guatemalan assets
were purchase as part of its IPP diversification, and in June 1997 the Peoples Gas dwmo'nwas
formed in two pooling transactions, the larger one involving Tampa-based Lykes Energy.| That,
plus the construction of the Hardee plant under a Tampa Electric PPA, was pretty much where
the company stood on the eve of its merchant power announcements begmnmglnzooo! And
there, minus Hardee, is pretty much where the company stands today, with substantial

merchant power assets—with names like Frontera, Hamakua, Chesapeake, Gila River, lUnion,
Dell and McAdams—having come and gone in full circle. . U

Tampa Electric — core utility. Tampa Electric is a century-old electric utility that serves a
relatively compact area of the City of Tampa, Florida, and environs, including Hillsborough
County and parts of Pasco, Pinellas and Polk counties.

» Customer growth — 2.5%. Tampa Electric currently has about 660,000 customers.
Traditionally, the annual rate of customer growth has been about 2.5%, indicating
16,000-17,000 new meters per year. Management projects volume sales at 2.8% going
forward, slightly higher than customer growth.

" p Customer rates -- somewhat In line. In 2005, Tampa Electric's residential retail rate was
10.96¢/kwh, similar to Florida's two largest IOU's (FP&L & Florida Progress) but somewhat
above the smallest (Guif Power) at 9.23¢, according to a Florida PSC staff report, Tampa
Electric was also modestly above the 9.64¢ national average residential rate, as reported by
Edison Electric Institute. In 2006, the Tampa residential rate held virtually steady at
10.97¢/kwh, whils the EEI residential rate soared to 10.49¢, placing the national average
much closer to it. ,

» Rate cases — none pending. Tampa Electric has been able to earn within its authorized ROE
for over a decade, for a couple of reasons. First, much growth is economic growth, with
developers paying for under-grounding wires. Second, certain costs, such as environmental
expenditures (including the Gannon/Bayside re-powering) are being recovered through the
fuel clanse, Nevertheless, management says it is watching electric returns closely these days,
and if they dip below authorized levels the company may have to file a general rate case.

) Florida — unrestructured. All Florida electric utilities remain vertically integrated and
unrestructured, as generation remains regulated and in the rate base. Florida had barely begun
the restructuring debate in 2000 when the California power crisis ermupted and Florida
politicians quickly pulled back on the process.

) Rate base — about $3.0 billion and growing. Tampa Electric's rate base is currently about
$3.0 billion. Ongoing CAPEX projections of about $300 million, versus annual depreciation -
of about $180 million currently, indicates rate base growth at 4% per year before potential
growth benefits of the IGCC investment (sec below).

3-
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) Power generation — largely internal. In 2006, Tampa Electric generated about 86.7% of its

21.0 million MWH annual requirement itself. Of its 2.7 million MWHs of purchased power,

«z the largest suppliers were Florida Progress and Florida P&L, at 0.5 and 0.4 million MWHs,
respectively. Other suppliers included high-cost Hardee Power- Partners, which supplied
389,597 MWhs at 13.0¢/kwh. (The Hardee contract expires in 2012).

) Tampa fleet — coal and gas fired. The company's two base load work horses are coal-fired
Big Bend (9.4 miltion MWHS in 2006) and gas-fired Bayside (7.0 million MWH3). Polk 1,
the existing IGCC plant, produced 1.6 million MWhs, while a variety of peaking units
produced the balance.

3 Tnnpa metro area — economic base growing. Tampa is a regional banking and financial
~ services center that is nlsohometotheUnivmxtyofSouﬂxFlonda(@OOOsmdm)and
" McGill AFB. As with most Florida cities, Tampa also gets its share of retiree in-migration.
Though singlefamxlyhousing:sslowmg, condoconslrucnonispxclnngupd;eulack. Asa
result, management projects 2.5% customer growth going forward, a.nd so far 2007 is
unfolding as forecast.

) Environmental issues - pro-active company. Rather than fight the EPA ,on New Source
Review; in 1999 Tampa Electric agreed to re-power its older Gannon eoal-ﬁtedplnntmm the
modem Bayside CCGT. Thus were emissions of both multi-poliutants and greenhouse
reduced substantially (the latter below 1990 levels, making it a "Kyoto-compliant" company).
Its remaining coal-fired plant, the 1980's vintage Big Ben, is fully scmbbé‘d for SOx, and
Tampa is adding ono SCR per year forfouryemtoredueeNOxmaSBOmﬂhonpmm

P New capacity — both base load & peakers needed. Customer growth driwe‘sl load growth in
Tampa's service territory. Management's hopes to self-build the company's[next base load
pleat, the IGCC descnbed below, but contract out for peaking capacity, of| which it needs
about 150 MW per year.

. IGCC -~ the planLManagememhasamajorﬂewpowerphntonthcdmwingbouds.Itisa
630 MW facility that employs integrated gas, combined cycle (IGCC) technology, which is one
of the major "clean coal" technologies suppomdbytheEnugyPohcyActot‘ZOOS The IGCC
process gasifies coal, taking out SOx, NOx, mercury, and particulates; also, alsolventcmbe
imectedmtothegasthntmoveacoz whichcanbesequesmed.'l‘heresulnng is then
injected into a normal CCGT plant, with CO2 emissions roughly half that|of a lmdmonal
coal-fired plant. The plan envisions two gasifiers, two combustion turbines, two heat recovery
stecam generators, and one steam generator. Thecostxseshmatedat$l§bﬂhon($2,381/KW),
which does not include eltherAFUDCortnxbeneﬁlx (see below)

IGCC —reasons to build it.

p Need for baseload, First, Tampa projects 2.8% load growth annua.lly for the next five years.
Second, hlgh-pnced supply contract with formerly owned, 370-MW Hardoe Power Station
rolls off in 2012. Together these produce the need for new capacxty We estimate all-in cost
of Polk 6 power at 11.5¢/KWH (at 50% capacity utilization). Vi

‘) Tax incentives. IGCC plants employ a clean-coal technology that is eligible for $133 million

" in tax benefits under the Clean Coal section of the Energy Policy Act of 2005.

p Existing site. The plant would be built on the existing Polk County site, which is nlxeady
home to the company’s Polk 1 IGCC, as well as four combustion turbines (CT's). Polk is a
4000wmpuml%mﬂueaﬂoanmpaMmfomlyshp-mmedforphosphm
Transmission connections are good.

p Technological expertise. Tampa Electric has been operating Polk 1 with IGCC technology
for more than 10 years. The company built it jointly with the federal EPA, isl_a pioneer in the

-4
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technology, and clauns more experience with it than any other domestic utility. i‘

) Political support. The State of Florida declared in 2006 that it wanted to dxvemﬂy
electncﬁwlmawayfromnmnalgasducmpncevolmhty ,

; ~ IGCC - five steps to begin construction. While we believe odds favor its oonstmcnon,
i ) - Tampa's plan to build its second Polk IGCC is not & foregone conclusion. We see ﬁve|steps in
the permitting process that need to be taken before the compmycanproceedmththeplmt.

p 1. Law permiiting cash AFUDC - May 2007, Last year, the Florida legislature authorized
cash AFUDC for nuclear construction work as investment goes in, subject tolammal
prudeacy. This year in early May, legxslatorspassedd:eumcambotinnonforIGOCphm
such ag Polk 6. The legislation was signed into lnwbyFlondaGov Charlie(kist(R)rnJune
12, 2007.

b 2. RFP for baseload — becoming irrelevant. Tampa currently has an RFP oumandmg
‘baseload capacity. While management belicves its self-build IGCC proposal is the|best, it
must be demonstrated in a8 RFP process. However, the pending IGCC lawrcfexmdwabove
penmtsuuhuesmbypassmcmprocess.Oncethislegmlauonbecomeslnw,theRFP
process ends. I

) 3. Florida PSC approval — 3Q/4Q 2007, Once the IGCC legislation becomes law, Tampa
will file for a Certificate of Need with the Florida PSC. The process cantakcnolongarthan
135 days.

) 4. Florida DEP approval — 3Q/4Q 2008, Management also plans a ﬁling about nnd-
with the Florida Department of Environmental Protection (DEP) for air,” water, and land
permits. This process is likely to take 12-14 month. Fmalpmtswﬂlbemsuedqﬂerthn
approval of the Siting Council (below).

) 5. Florida Siting Council approval — 3Q/4Q 2008, Once the DEP is on the verge of issuing
its three permits, siting approval must be received from Gov. Crist and his cabinet sitting as
the Siting Council. Once given, the DEP issues the final air, water, and land permits. We note
thaxTampamanngementdoea notintendtomvestmuchmthoIGOCunnlreceivingdmﬁml
epproval. :

IGCC financing — no new equity. One of the most attractive aspects of this project, and -
somewhat unique to TECO, is that the company can finance this project with internal cash
flow. Most visibly, TECO has $763 million of NOLS, plus $197 million of AMT carry forward

— & total of $962 million available, representing nearly two-thirds of the entire $1.5 billion cost

of the plant. An additional $133 million of tax credits is available for IGCC plants as part of the
federal government's Clean Coal Initiative under the Energy Policy Act of 2005.

Gmenhouse gas legislation & environmental opposition — problems? While an IGCC plant

is environmentally benign from a multi-poltutant (SOx, NOx, Hg, and particulate) standpoint, it
isslillncoal—ﬁredplnntthatemmsuhshnﬁalco2 However, nuch of the CO2 can be
mhuvelymﬂynmovedinthcgasnﬁeaﬁonproceu.Intheeventofat‘edemlorsmemanm
fo restrict greenhouse gas emissions, or eavironmental compliance necessary to obtain PSC and
DEP approval, Tampa management believes CO2 produced during gasification can be
gsequestered right at the Polk site. More specifically, 700' underground is a layer of rock, below
which is a saline aquifer. Management believes CO2 can be injected into this aquifer for up to
100 years, though no cost estimates have been provided.

As we understand it, with IGCC technology, once the coal is gasified, the resulting fossil fuel is
largely methane (H4C), which is mostly clean-burning hydrogen. Thus, an IGCC plant is a

. .
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coal-fired plant with the CO2 emissions ofa gus-fired plant.. assuming the CO2 produced in the
gasification process is sequestered.

In early-June, the Florida PSC rejected plans by Florida P&L to build the 1,960 MW Glades
Powet Park as an ultra-supercritical, coal-fired plant. Is there a negative implication for Tampa
Electric IGCC here? We think not. First, an IGCC plant is essentially a plant once CO2
produced in the gasification process is sequestered. Second, the State ofFlotida is onrecord as

gupporting fuel diversification away from gas, and the recent legislative support for IGCC
technology is an indication of this. Third, Glades Power Park was to be located near the
Everglades National Park, while the Polk site in Central Florida is a former phosphate mine
that looks much like & barren wasteland.

Bottom line on Tampa Electric — excellent utility. We view Tampa Electric as one of the best
growth utilities in the country, given its long-term customer growth and generally balanced
regulatory climate (sce below). Now, with its IGCC plans, we see relatively buoyant ongoing
fate base growth having the opportunity to accelerate significantly. :

Florida regulation — tradlﬂonally above average. About 95% of Tampa Electric's revenues
are regulated by the Florida Public Service Commission (FPSC). a ﬁve-membet body
appointed by the state governor. - It

|

.There has been oonsxdmble tamnover in the commission in recent years. As a result, the FPSC
is currently comprised of relatively new commissioners;

p Chairman Lisa Polak Edgar. Appomted in November 2005 by former Gov Jeb Bush (R) to
a three-year ferm. Chairman Edgar is a lawyer by training who workodlin Florida state
government, including more than five years mﬂxeFlondaDeparunentofEnwmnmenul :

» Commissioner Katrina J. McMurrian, Appointed in January 2006 by former Gov. Bush to
a four-year term. Commissioner McMurrian was a member of the FPSC Shﬂ for 11 years,
gerving in several capacities. ShehasaBacholor'sdegmemﬂnanoemdaMutetsm
Business Administration.

‘p Commisstoner Matthew M. Carter IL. Appointed in January 2006 by formor Gov, Bush to -
8 four-year term. Commissioner Carter has a law degree, worked as a ﬁnanclal consultant,
and is pastor of a Baptist church.

") Commissioner Nathan A. Skop. Appointed on May 2, 2007 by Gov. Cnsttoafomyeat

. term. Commissioner Skop has degrees in engincering, finance, and law. He has worked for
Boemgmcunwnymdeynmes,mdmgadwmdpow projects at Altamont
Pass,

) Commissioner Nancy Argenziano. AppomtedonMayZ 2007 by Gov. Crist to a four-year
tetm.CommwmonﬂArgenmmhasabmkgmundinmaleamm,mdumadinbothﬂm
Florida House and Senate from 1996 to 2007, where she focused on the protection of
vulnerable citizens, resource protection, and the paru‘cipation of citizens in govemment.

Florida regulation -- balanced. Although the current commission is relatively inexperienced,
the Florida regulatory climate has traditionally been one of the more balanced in the nation, and
we see no reason why the new commission should not continue along the tradition. Thus, we
rate. the Florida PSC as above-average on a national level. The main reasons are: (1) the
"above-average authorized ROE's of 11.75% versus the national average of 10.25%-10.5%, and
the use of forecast test years that enable Florida utilities to eam their allowed ROE's.
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) ROE — historical trends. For electric utilities, the last fully litigated ROE deteunmai‘:lon in
Florida was in 2002 for Gulf Power, which received 11.75% (+25 bps reward) as midpoint in
200 bps range. Rate cases in both 2002 and 2005 for Florids P&L and Florida Progress,
respectively, were settled by "stipulation” without articulated ROB. Tampa Electric continues
to be authorized 11.75% as the midpoint in 200 bps range. In 2002 Peoples Gas was awarded
11.25%, also as the midpoint in a 200 bps range. - '

) Test years — forecast. Tampa Electric last rate case in 1992 used a two-year forecast te
year. All utilities now use projected data. _ |\ o

p Cash AFUDC. This has not been traditionally authorized in Florida, but the new movement
toward legislating its use for nuclear and IGCC plants is very positive. 1 |

) Decoupling — no Florida debate yet. As we understand it, Florida Progress proposed
decoupling in the early 1990's; but it was not adopted. Since Florida did not restructare its
electric industry, retail electric rates have not soared like the standard offer fates in
restructured states. Thus, there has not been the high price-induced conservation, and the
decoupling/conservation debate has not begun here in earnest as in other states. Ditto|for any
“smart grid" discussion. ' : :

Bottom line on Florida regulation — constructive. We see the Florida regulatory, climate
remainingconmdivefortheuﬂliﬁesopmﬁnginthesute,andmitabove-avet@‘ge'ona
Peoples Gas — high customer growth. As noted, TECO entered the gas utility businéss in
1997 with the purchase of two gas distribution companies that formed Peoples Gas, which is a
division of Tampa Electric. The operation serves over 330,000 customers, and customer growth
bas averaged about 4.0% over the past five years. Looking ahead, management estimates 3.0%

* customer growth over the next five years, though 2007 is projected at 2.5%, reflecting a
slowdown in new home construction.

Peoples Gas is the largest gas distributor in Florida, with over 100 municipal franchises,

including the cities of Miami, Orlando, Jacksonville, Ft. Myers, Naples, St. Petersburg, and

Tampa. Historically, customer penetration has been an extremely low 9%. Volume thronghput

in 2006 was about 130 bef, with 65% of that going to industrial and power generation

customers and 29% to commercial customers. Though residences took just 6% of volumes,

they contributed 29% to total revenues. Gas supply is adequate, as three interstate pipelines,
_ including Florida Gas Transmission and Gulfstream Natural Gas, carry gas to Peoples.

The Peoples rate base is about $500 million,withCAl’BXabom$SOmillionpetyear.ln2003.
regulators authorized an 11.25% ROE as the midpoint in a 200 bps earnings band, based upon
- equity of 57.43%. '

TECO Coal — about 10 million tons/yr. TECO Coal has proved and probable reserves of
273.9 million tons as of December 31, 2006. They are classified as bitominous; are all located
in Southeast Kentucky and Northwestern Virginia, and have high energy (25.8 mimBtus/ton)

- and low sulfur (1.2Ib/mmBtus) contents. Recent annual production has been in the 9-10
million-ton range, though management hopes to grow that beyond 10 million in future years.
About 40% of production is classified as metallurgical coal, which attracts a premium price,.
with the balance being steam coal. Between 5-6 million tons have been processed each year as
synthetic coal ("synfuel”) for Section 29 tax purposes, but that program terminates at year-end
2007. : ‘
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This year, though, TECO Coal makes money in two ways for the last time, through both
Section 29 synfuel tax credits and conventional coal sales, In 2006, the latter eamed $46.7
miltion, plus $32.1 million for the former, for a total of $78.8 million. Management expects the
combined operation to contribute $70 million to income and $100 million in cash in 2007.
These numbers are hedged 100%, and are net the $37 million cost of hedging. We eliminate
synfuel .eamnings from our 2007 estimate to focus on contimning results from conveational
productxon, which we estimate at a somewhat depressed level of $33 million, due to softer spot
market prices. The holding company assumes a 50/50 capital structure at TECO Coal, and
pushes down about $10-11 mﬂhonperyearofmterestexpeme

TECOTransport — on the bloek.'l‘hmbusmess consists ofthreepam river barging,
transloading, and ocean shipping. Barging consists of 627 barges, 14 line vessels and six harbor
veasels that operate on the Mississippi, Ohio and Illinois rivers and tributaries. Transloading
ukesphoeatalO70-web1ﬂktennmalsiﬁeondneMmsxsmppxRiverabout40mﬂes south of
New Orleans. Ocean shipping consists of three ocean-going vessels as well as tug boats.

Transport is part of Tampa Electric's earlier efforts to reduce reliance on oil generation by

. mtegmﬂng:tscod—ﬁredgenetaﬁonbackwudmmxenm&yformmofeoalhr
decades the arrangement worked well. However, the Gannon/Bayside, coal-to;gas re-powering
in 2000-01, coupled with adverse regulatory action, haveredlwedthesuategicvalueofﬂxe
asset to TECO. To be more specific on the latter, the Florida PSC found Tampa Electric's coal
transportation contract with TECO Transport imprudent. As a result, 1tpenahmdtheuﬁ]ity $75
million, which is being assessed over five years (2004-2008) at $15 million pet year pre-tax. As
a result, management sees Tmnsportasaumtﬁathassewednﬁpmposethhmthe'rﬂco
group of companies, and in February 2007 announced its intention to sell it. “

MmagexﬁentconmdaedseﬂmgThnspoﬂsevunlymbadgb\umpmﬁmbmtywas
dcpresuedatthaume,mdweassumeitdldmtlookﬁkeitwmﬂdmmctsﬁupﬁee Presently,
however, pmﬂmbihtyhasrebounded(lteemedSZ58mﬂ!mnhstywbeﬁm $(3) million of
humeanelmpact),d:eM&Amarketlsstrong,mdmmgmthaspntitbwkondwblock.

TECO Transport -- valuation. We believe the unit would sell at 7-9x EBITDA, which we - .
- esmnateataboutsumxmonpetyw(conqmsmgSZGmmmnmmgspow« $22 million =" -
* of depreciation, $11 million in taxes, and $5 million in interest). Thns,themidpomtofom
the 7-9x valuation range produces a potential sale price of $512 million. Net cash, however,
wouldbereducedby'sllo.Gmillionmm-ﬁee dock and wharf bonds, due 2007, bringing
to around the $400 million level. Transport is carried on the 1Q 2007 balance sheet as
*assets held for sale™: $153.3 million long term and $45.4 million current. Cash capital gains
taxes need not be paid despite the low cost basis because TECO can apply NOLS against them.

Guatemalan operations — successful diversification. As we see it, TECO underwent two
phases of non-traditional power plant expansion in the 1993-2003 period. The second phase
began in 2000, sought scale fast, and nearly bankrupted the whole company. But an earlier
phase—the first phagse—was pursued cautiously and was largely successful. We trace TECO's
Guatemalan investments to this first phase,

TECO Guatemala has three assets:
) EEGSA gas distributor. EEGSA is an electric genmtor and distributor serving more than

800,000 customers in metropolitan Guatemala City, and is the largest private electric utility
mCenhalAmmTEOOispaﬂofamomummclndmgIbadmh(ﬂxeopmtm)md

-8-

9753




TAMPA ELECTRIC COMPANY
DOCKET NO. 080317-El
STAFF'S FIRST REUEST FOR PODS

TECO Encrey

Pl stos7o Buy - TECO Growtls Story Emiergmy: Batating Coverae it By Rats

SOLEIL

|

Eleotricndade de Portugal that owns 80.9% of EBGSA_ TECO's net ownerslnp m‘!&%. the '

benefits of which are included in equity income. A major rate case is coming in 2008. |

p Sam Jose pawer plant, TECO owns 100% of San Jose, a 120 MW coal-fired po‘lvet plant
with a long-term PPA with EEGSA. | |

) Alborado power plant, TECO owns 96% of Alborado, a 78 MW oil-fired power plant with

a long-term PPA with EEGSA.

Guatemalan profitabllity — stable, Over the years TECO's Guatemalan asseu have
assembled a track record of profitability. For example, during 2004-2006 TECO Gustemala
camed $42.6 million (beforo one-timers), $40.4 million, and $37.6 million, resﬁet':tively :
Mmgementhu smditexpecmzmresultstobesmblewi&lutyeu

MANAGEMENT

mpmmgememteamofTECOEnetgyhaabeeninplacesmcezm whanformerCEO
Robert Fegan retired, and consists of the following:

» Sherrill W, Hudson (64) — Chairman & CEOQ. Mr. Hudson has been Chnimmn and CEOof
both TECO Energy and Tampa Electric since July 2004, Mr. Hudson spent a career in'unhty
accounting, and was mmgng partner of the South Florida office of accounting firm Deloitto
& Touche before joining the TECO board in 2003. TECO has reﬂrement policies of age 72
for board members and none for CEOs. oo

" p John B. Ramil (51) — President & COO. Mr. Ramil has been President and ChiefOpemung
Officer of TECO Energy since July 2004. Before assuming parent-level duuea in 2003, he
was President of. Tampa Electric (1998-2003).

p Charles R. "Chuck" Black (55) — President, Tampa Electric. Mr. Black has been
President of Tampa Electric Company since October 2004. Prior to that he was
SVP-Generation at both TECO Energy and Tampa Electric. Mr. Black is the pmject manager
for the planned Polk 6 IGCC project.

p Gardon L. Gillette (47) - EVP & CFO. Mr. GﬂlethehasbeenExoctmveVioePremdmtand
Chief Financial Officer of TECO Energy since July 2004. Prior to that he was SVP nndCFO
at TECO.

FINANCES

) Profitability — mixed. TECO Energy earned 14.8% on average equity last year, while Tampa

Blectric earned just 9.8%. The return for the consolidated entity was driven by successfully

ing the utility equity, while the utility return was reduced about 53 bps by the TECO

Transport penalty, which goes away after 2008. Management is watching Tampa Electric
returns with an eye toward filing a rate case. .

b Prospective cash flow — huge, TECO ended 2006 with $763 million in NOL tax benefits; as
a result, it expects to pay minimal (about $10 million per year) cash taxes through 2011.
TECO will also have $197 million of AMT carry forward available at year-end 2007 that can

~ be used after NOLs are exhausted. TECO Coal will throw off $100 million in cash in 2007.

b Balance sheet — improving. The huge cash flow, coupled with recent profitability, is
permitting massive debt retirement. As a result, the over-leveraged balance sheet is
improving. Fromyeat-end2004toMmh3l 2007, oommonequityhugmwnﬂ'om243%
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of all-in capital to 32.2%, while debt declined from 75.7% to 67.8%. The improvement is
continuing: management paid off an additional $300 million on May 1, 2007 with available
cash, and plans an additional $500 million paydown largely with TECO Transport proceeds.

p Equity — per share, As of December 31, 2006, TECO Energy had a book value of $8.44 per
share. Core utility Tampa Electric held $8.16 per share—virtnally all of the consolidated
company’s equity. Sadly, the parent-level equity raised from the sale of roughly 85 million
shares to finance merchant power expansion was lost. On a happier note, a successfil sale of
TECO Transport could boost non-utility equity by $1.50 per share, or more.

) Tax credits — huge. For use in 2007 and beyond, TECO has NOL's of $763 million and
AMT carryforwards of $197 million. In addition, the DOE has authorized $133 million in tax
credits under the Energy Policy Act of 2005 if Tempa were to proceed with its IGCC project.

) Bond ratings — Moody's upgrade. On April 19®, Moody's raised the senior unsecured debt
rating for TECO Energy from Ba2 to Bal, citing plans to accelerate debt reduction with
TECO Transport sale. Though the new rating is still non-investment grade, TECO remains on
review for a further upgrade, which the sale rosults from Transport could prompt. Core utility
Tampa Rlectric remains investment grade at Baa2, l }

CAPEX : l
Rate base growth — internally financed. The major driver of a good rate base , growth story is,
of course, capital expenditures well above depreciation. We estimate that TECO BEaergy vnll
spend $3.7 billion on capital expenditures over the five-year period 2007-2011 versus about
$1.3 bﬂhonmdeprecmﬁonmdamomzaﬁon.lthAPEmembermmosﬂyﬁnTampa
"Electric (including Peoples Gas), but includes $183 million for TECO Coal. Notably, it
incfudes about $1.4 billion of the $1.5 billion estimated total costs for the|proposed IGCC
baseloadplant,butnothmgforpeakm as management hopes to buy that capacity from
generators.

Fromﬂieshndpomtofeqmtyinvestots,itlslmportantforratebuegrowthtomslammo
EPS growth. That should happen with TECO, bemuseonevaynnportantupectofﬂu
company'splanmtomtemallyﬁnanceCAPExwidxomtheneedtoresontotheequity
markets. We base this on management comment that it is “the current thought." Moreover,
management presentations and our own analysis indicate that is very doable,|{largely with the
help of $763 million in NOLs and $197 million of AMT carryforwards. | '

In sum, for the five-year period encompassing 2007-2011, we believe internal cash flow will be
about $4.5 billion, which is enough to finance CAPEX at $3.4 billion and dividends of $900
million with a little room to spare. Management sees only one "pinch® year-—2010—when cash
flow is negative, but it believes it can finesse that with ST debt, because the years afterward
show positive cash flow.

EARNINGS ESTIMATES

Wepmvxdeeamingaeshmatesforthcnextﬂveyem 2007 to 2011. These estimates, along
wnhourvaluutmns,mmodeledmAppend:xIatﬂwmdofdmreport.

2007E - $1.04/shr. Qur 2007 estimate of $1.04 per share refiects a down year, as we eliminate
TECO Coal's anticipated $70 million ($0.33 per share) contribution from the Section 29 tax
credit program that ended at the end of the year, and which the market is not capitalizing. Our
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2007 also reflects the use of available cash to retire $377 million in debt during the S halt

2008E - $1.14/shr. Our 2008 estimate indicates a rebound to $1.14 per share, whichlmﬂect a
. combination of rate base growth at Tampa Electric, a rebound at TECO Coal, the ﬁrstIIGCC
' mvestmentthatassumesCWlPmmtebase,andthedﬂnuveTECOTransportsaleand
simultaneous $500 million debt down. ! l

2009E — 2011E - rising nicely. 'I‘herealratebasegrowthstotyat'l'BCOEnergymnerges in
the 20092011 period, assuming the IGCC goes alicad as planned. We project 2009| EPS at
$1.29, a 13% year over year increase. Ourestmmnsﬁorzowandzou showEPSeonﬁmngm
move shead nicely, to $1.41 and $1.59, respectively. Thesenumbmhrgely:eﬂectmebm
growth at Tampa Electric, including IGCC investment. We assume no further debt paydown
beyond the S‘.‘;OO million supported by the anﬁcipawd Transport sale, and only modest' growth
at TECO Co i

DIVIDEND HISTORY ‘ . ;
Dividend — just boosted to $0.78/shr. Current management is well aware of TBCOII'ampas
former excellent dividend growth record. Indeed, by our records the company boosted the
dividend in 34 consecutive years before the painful cut of 2Q 2004, when the mnualmteﬁ:ll
ﬁ'om$l42pershmtoso76 ) .
At TECO's recent NYC presentation on March 28%, Chairman Sherrill Hudson acknowledged
auoftheaboveandmdlcabdthecompany‘sdeskewmmmtoagmmngdwidenin
quickly. On May 2™, TECO's board boosted the annnal dividend rate 2.6% from $0.76 per
share to $0.78. msrepresmtsmeﬁrstposmve move in the dividend since 2003, and in our
opinion puts the company back on track for annual boosts. TECO's common dividends are
paysble on the 28" day of February, May, August, and November (this is a change from the
2006 and earlier schedule).

RECENT DEVELOPMENTS

) SCR project — phase one completed. On June 5%, Tampa Electric announced that the
installation of Selective Catalyﬁc Reduction equipment had been completed on Unit 4 of its
Big Ben coal-fired power station. "As part of the 2000 agreement with the EPA and Florida
DEP, Tampa is undertaking a $330 million project install SCRs on all four Big Ben units,
with one unit per year completed in 2007-2010.

) Dividend - boosted. On May 2™, TECO's board boosted the annual dividend rate 2.6% from
$0.76 per share to $0.78. This represents the first pogitive move in the dividend since 2003,
and in our opinion puts the company on track for modest annual boosts.

) 1Q results — soft. On May 1%, TECO Energy reported 1Q results from continuing operations
of $0.35 per share vs. $0.27; thesemxmbmmclude positive results of synfuel operations of
$0.15 per share vs. $0.05 last year. Non-GAAP results excluding synfuel and other items
were $0.21 per share vs. $0.23, Mild Florida westher and weaker coal sales held earnings
down.

) Bond ratings — TECO closer to investment grade. On April 19% Moody's raised TECO's
unsecured debt rating from Ba2 to Bal, citing plans for accelerated debt reduction from the
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Transport. sale. Though the new rating is still non-investment grade, TECO remsins on
review for possible upgrade, which actual sale results may prompt. Fitch maintains a BB+
rating, but raised its outlook rating from stable to positive in April.

p New peakers — 320 MW in service. On April 9%, Tampa' Electric announced new
- capacity. Specifically, two 160MWgas-ﬁredpeakuseameonhne,desigmbdasPolk5&nd
Polk 6 at the company's Polk station east of Tampa. Management says it néeds about 150
MW of peaking capacity each year to meet load requirements. TampaBlectnchasacmaﬂy
beeomawmrer—peakinguuh i :
) Annusl presentation — to Wall Street. On March 28%, management mads its annual New
: YorkatypteaentanonwnboutwmdymmmmmAmonngsuudimed
wemitsmtmGonooseﬂTBOOTnnsport,plamforbuﬂdmgﬂxenewIGCCphntwnh
mtemalcash.andadvnnceddebtreducﬁonforecasts

SUMMARY & RECOMMENDATION

Recommendation - Buy. TECO Energy's core utility Tampa Electric benoﬁm from good
"Sunbelt" customer growth, traditionally balanced Florida regulation, and now an excellent rate
base growth story. Given TECO's growdlprospectsassummgtheIGCCphntgoesaheadas
planned, we see the company eaming $1.41 per share in 2010, whmhwhencapmlmdatthe .
current industry multiple of 15.0x and discounted back two years at 8%, pmducesapneetarget
of $18.25 per share. The resulting 8% capital gain potential, coupled with ﬂw 4.6% curreat
yield, produces 12.6% total return potential over the next 12 months, meeting dur 12% hurdle
rate. Thus, wenmhatecovuageof’ﬂ!CwathaBnymhng

RISKS | !

p Valuation risk. Price targets are based upon earnings projecuons and the capmlmﬁon of
thosepro;echonsbyﬂwstockmarket.lfweuewrongonelmeromesumamorvaluaﬁon
there may be price risk in the stock.

» Interest rate risk. Utility stocks are often viewed as yield vehicles. As such, they. are
mscepﬁblctochmgesminterestmes,andansmgmterestmenwmmmmﬂput
downward pressure on utility shares, including TECO Energy.

P Regulatory risk, Regulators at the Florida PSC have traditionally been fair with utilities
operating in the state, including core-utility Tampa Electric.- However, there are aberrations,

' mhasﬂwTECOTmnspoﬂpennlty;momovu,themmentcommsswnumupmcedmd
understaffed by two members. With virtually all of TECO's utility revenues regulated by the
FPSC, any changes from the historic regulatory climate in the stats would be a major
negntweforthesmck. .

)CAPEXrilk.Alargepanofthecapmlexpendmmdnvmgforecastedeamingsgmwﬂ\n
for an IGCC power plant. Whﬂcmhaplantlsrelaﬂvelyenvxronmenmllybempﬁoma

, multi-pollutant standpoint, it is nevertheless a fossil-fuel plant that produces CO2. Tampa
Electric faces possible federal CO2 restrictions, carbon sequestration expenses, andpohﬁcal
opposition with this plant.

)mmmm;mkmo&uycmamundugommmﬁngwndmmeﬂnmm,
-gtress that followed in the wake of its largely botched veature into unregulated independent
power production. Still to go are sale of TECO Transport and further debt reduction. If these
measures fail to go as planned, future EPS growth may not materialize as projected.
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}UmcgulltedﬂskTECOElergyhasammndumeglﬂawdcoalmmmgbusmuswiﬂ:a
higher risk profile that its utility operations. Thus, this business can expenem greater
earnings volatility and potential damage the price of the stock.
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_ - 2006A.
Rate % -
Uty businesses Base ROE income . Valuation
Tempe Eleckic $3000 48.7% § 1,401 10.75% § 157.1 Uity eaminge (6 mis) $ 1150
- Transport disaiowance (tax) $ - $ (180) 400% $§ (9.0) fess share of hoidco Interest. .~ § o
Ges $ 515 48.7% § 281 10.78% § 270 Nat utiiity samings $ 17150
Total Uttty income $ 3618 $ 1112 ©$ 1780 Uity EP8 $ o084
+TECO Tranaport . $ 228 Aseigned muttipl 18.0x
+TECO Coaf - syriust $ 321 Htity value per shu $ 1258
+TECO Cou! - conventiona! $ 467 ]
2 Gustsraia operations $_ 378  Unreguisted samings (§ mis)- § 132
Total Unreguiated lncome - $ 1392 1ess share of holdeo interest $ (83
Total Opersting Cos $ 342 Net unregulated samings ($ mils) [ Y]
-Holdeo - nisrest mxpanss $187T1  T43% $(140.5) 400% $ (843)  Unreguiated $ o038
= Holdoo - intemally alfoosted Interest $ 100 400% $ 60 ssigned muttip . D
~Holdeo - othar psrent expenses 8§ (80) 400% § (0)
- Holdeo - cash $ 400 500% $§ 200 400% $ 120 . B
olding compasny impact - ' $ (893) |[SimeoftheParts Valuation $ - 17.80
Net income $ 2449
Sheare s 117]
Avy. Diuted Sheres Outstanding 208.7
2007 -
. Rae % $ N
- Wity businesses Base E ROE Income Valuation
Tempa Electiic $3100 50% § 1,560 10.76% $ 1668 Uttty eamings ($ mils) . $ 1364
- Traneport disaliowsnce (tax) $ - $ (150) 400% $ (90)  leanshare of holdco interest $ 1:
G $ 535  50% 289 10.76% ¢ 288 Net utiftty semings $ 1884
Totel UtiTity incoms $ 3,635 $ 1,818 § 1864 UsyEPs $ 089
+TECO Treneport $ 280 gned mutip 185
. +TECO Coal - eynfusi * $ - Utinty valuepershare .~ § 1373
+TECO Coal - conventional . $ 333 u
+ Guatemsta operstions $ 385 Unreguiated samings ($ mis) . $ o078
Totei Unreguisted Meoms s o8 fess share of holdco Interest $ (42
" Total Operating Cos $ 2842  Netunregusted semings (Smis)  § Vv
«Haldoo - interest @panss $1,750 7.26% $(127.1) 400% § (76.2)  Unmeguiated EPS $ o.1:é
«Haidoo - Intemally sliocated interest $ 100 400% § 60 mu R 15.0x
- Holdoo - other parent axpenses $ (50) 400% $ (30) U value per share 199
- Holdeo - oash $ 300 500% § 150 400% $ 00 1)
Holding company impact $ (642) SurroftheParts Vatustion $ 112
Met inoome $ 2200 |
Share $ ‘I.MI i
Awy. Diuted Shares Outstanding 2108 ii .
* TECO Coa! synfowl - sstimated $70 miltian of sarnings excuded fom modet end valustion. 1 ’
. . _ 2008 I
. : Rats % $ 3
Utilhy businssses Base _ Equity Fg ROE Income Valusion . 1
Tampa Electris - ongoing $3200 680% 1600 11.0% §$ 1760 Utility eamings (8 mEs) $ 203
Tempa Electic - Polk 8 $ .50 BO% $ 25 110% $ 28 le38 shere of holdco Interest s -§[
- Transport disaliowance (tx) $ - $ (150) 400% $ (90)  Netutity samings $ 2003
G $ 855 50% & 278 110% § 308 Uiy EPS $ 0.94
Yotel Income $9.788 s 1378 $ 2008  Assigned multiple 180x
+TEOD Tranaport - sold : $ -
+TEOD Coal - syrdusi - ended s - vaiue per share $ 1417
+TECO Coal - conventions! $ 44 Unreguiated eamings ($ miis) $ &4
+ Guatomala operstions $_%0 ' lssshawofhoidointersst . §  (42.0)
Total Unreguisted income $ 834 Net unreguisted samings ($ mils) $ 44
Total Operating Coa $ 2837 Unreguleted EPS ’ $ 02
- Holdoo - interest expenss $1,100 728% § (80.1) 400% $ (48.0)  Assigned muth 15.0x
- Holdoo - internally silocated interest § 100 400% § 60 U vaiue per share 293
- Hoidoo - ather parent sxpenses - 8 (B0) 400% $ (s0) -
= Hoidoo - cash $ 100 B00% $ B30 400% § 3.0 |Wuuvm ! 1?.10'
Holding company impact $ (420) .
Net Incoms $ 2418
per Share $ 114
Avg. Dituted Sheres Outstanding 2120
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TECO Energy - Earnings Est!mates and Valuations
(in $ mifllons, except per share figures and percentages)

_ 2009 - Proliminary
Rate % s :
Utility businesses Base E E ROE inc Valuation !
Tampa Electric - ongoing $ 335 50% $ 1678 11.0% $ 1843 - Uty samings ($ mile) $ 2200 |
Tampa Elsctito - Poik 6 $.238 S0% $ 119 110% $ 131 less share of hokico interast s - X
Gas $ 578 S0% & 288 11.0% § 31.6 Net uthity eamings $ 200
Total Utlity income $ 3026 $ 1983 $ 2200 © Utity EPS $ 107
+ TECO Coal - conventional : $ 412 muttipte 180x
+ Guatomala operations $ 400 Utinity valve por share - $ o8] '
Total Unreguisted income . $ 872 . !
Total Operating Cos ' $ 3162 Unreguisted eamings (§ mils) ~ $ 812
« Holdoo - Interest expense $ 1,100 728% § (80.1) 400% §$ (48.0) less share of holdoo interest $ (380 |
= Hotdeo - Intematly aliocated inarest $ 100 400% § 60 Netuweguiatedeamings Smlls) § 482  °
- Holdoo - other parent sxpenses $ (80) 400% $§ (3.0 Unregulated EPS $ o028 H
- Hokdoo ~ cash : $ 200 500% 3 100 400% $ 60 Box |
Holding company Impact $ (30.0) Unregulated valus per share $ 338
Net Income $ 217
[Eamings perShare _$ 129] 'gm-emm Valustion e
Awg. Diutsd Shares Outstanding 214.0 Disc. Target (8% x 1 yr) 17.99
_ 2010E - Preliminary K
. Rats % $ !
Uditty businesses Base Equity Equity ROE Inc Valuation : f
Tampa Eleciic - ongoing $ 3500 50% $ 1750 11.0% §$ 1925 Utiity samings ($ mils) $ 2044 g
Tampa Elsctic - Polk 8 $ 713 80% B 357 110% § 302 lass share of hokioo interest s - '
Pecpiea Gas $ 506 50% $ 208 11.0% $ 327 Net utiity eamings $ - 2844
Tetat Utllity Incoms .8 4088 $ 2048 $ 264.4 Utiity EPS L T ]
+ TECO Coal - conventional . $ 483 m 18.0x
-rGumm-hw $ 40.0 mmwﬂ- ] $ u.ul
Total Unsegulated incoms $ 83
Total Operating Cos $ 3527 Unreguiated aamings ($ mila) $ 883
- Holdeo - interest axpense $ 1,100 7.28% § (80.1) 400% § (48.0) less share of hokioo interest $ (48.0)
- Holdoo - intemally aliocated interest $ 100 400% $ 60 Netunreguistedesmings (§mils) §$ 403
« Holdoo - other parent axpenses - $ (5.0) 400% $ (3.0) Unregulated EPS $ ot8
~ Hokdoo - cash ' $ (100) 500% § (50 40.0% $ (3.0) muliple 18.0x
Holding company Impact : ‘$ (48.0) giated vakis per share § 280
Net Income ) $ 304.7
[Esmings per Share . $ 141] Eum-ew»-rm Vsluation 21.16
- Avg. Diuted Shares Outstanding 218.0 lsc. T 8% x 2 10.24
_ 2011E - Preliminary
Rate % : '
Uiu businesses Bese Equity Equity ROE Inc Valuation
Tampa Electrio - ongoing $ 365 80% 3 185 110% $ 2008 Uttty eamings ($ mils) $ 303
Tampa Electico - Polk 8 $ 1213 80% § 607 11.0% § €87 loss share of holdoo intareet t
Gas $ 618 50% § 308 11.0% $ 38 Net utiity samings $ 303
Total Utility Income $ 4208 s 2133 § 3013 Uty EPS . $ 138
+ TECO Cost - conventional $ 480 ﬁﬂ 18.0x
¢ Guatsmals operations $ 400 iy value per shars s 27|
Total Unreguleted Incoms . $ 880 )
Total Opersling Cos - $ 3003 Unreguiated eamings ($ mils) $ 880
- Holdoo - intoreat expanss $ 1,100 728% § (80.1) 40.0% $ (48.0) tass share of holdoo nterest $ (@)
«Holdoo - intemally sflocated interest $ 100 400% § 60 - Netunreguistedsamings (fmlis) §$ 445
- Holdeo - cther parsnt expenses §  (50) 400% $ (30) Unreguiated EPS 8 020
- Hokioo - cash $ S0 500% 5 25 400% $ 15 : 18.0x
Hokding company impact $ (835 Uni sted value per share $ 308
Nst income § 348.7
Share $ %]  [Sumofthepars Vaiustion Fre;)
Avg. Diufed Shares Outstanding 218.0 Dise. T % x 3 yrs) 10.18

Sources: company documsnis, management comments, and analyst ceiculations.
Maurioe E. May - Power inaights/Sclel - 508-836-0034
June 1 2, 2007.
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Appendix il
i - TECO Energy - Income Statement

FY December ) - .2001 2002 2008 2004 2005 2008
Revenuss : '
Reguisted electric & gas . $ 1,7330 $ 1,867.0 $ 19911 $ 2,010 $ 22938 $ 2,080.3
Unregulated . $ 7503 $ 6435 $ 6718 $ 5384 $ 7183 $ 7878
Totsi revenuss . $ 24833 $ 25108 $ 25629 - § 26304 $ 30101 $ 34484
Reguisted operations .

Fuel : $ 2182 $ 3127 $ 349 $ 637 $ 4811 $ . 8034
Purchased power $ 14y $ 2023 $ 1647 $ 1723 $ 2607 $ 2213
Cost of natural gas $ 1884 $ 1480 $ 2240 $ 2262 § 3s02 $ 9653
Other $ 2500 $ 2872 $ 2584 $ 282 $ 2703 $ 2040
Opudomoqlrm .

Mining reisted costs wa ] wa na $ 330 § 4125 §$ 4502
Watesborme transportation oosts s n/a na . § 1820 $ 10138 $ 2178
Other $ 6880 $ 65788 '$ 6887 $ 748 $ 493 $ 158
Maintsnance $ 1514 $ 1608 $ 148 $ 1374 $ 1004 $ 1833
Depreotation & amnortization $ 2848 $ 2881 $ . M34 $ 27189 $ 82 $ 2822
Other : s - $ 178 $ 1842 s 60 .$ - $- -

" Taxes, other than Income ) $ 1613 $ 1699 $ 1me “§ 1843 $ 1047 $ 275

Sale cf impalred assets ) -§ - $ - $ - $ 8322 $ 32 $ .
Operating expsnses $ 20854 $ 2,1452 $ 24017 $.3,010.7 $ 28534 $ 3,0209
[operating inceme $ 3078 $ 3853 $ 1812 §  (380.3) $ 3587 $_4182]
Other incoma (expense) 0
AFUDC - other funds $ 88 $ 249 $ 198 s or s - s 27
Gain on enle of essets & other income $ 21 $ 193 $ 1199 $ 1430 $ M $] o045
Loss on extingulshment of debt s . $ (341) $ - $  44) $ (742 $i @8
Impakment of TR invesiment $ - s - $ - $ (162.3) ‘$ - 8- -
Income from eqully investments $ 81 § &8 $ (04 $ 36 $ 604 sl ssp
Total other Income . . § %88 0§ 186 $ 1383 $ 233 $' 1678 $|l 1536
Interest charges . . |
Intoreat axpense $ 1841 $ 1400 $ 2841 $ 32 $ 2087 ${| 2794
Distibulion on preferred stock of subsidiary § 170 - § 389 $ 400

ARUDC - borrowed funds __$ (28 $__(00) $ (@18 $ (03 $ - $i(1.9)
Totat interest oharges $ 178B $ 1003 $ 31685 - § 3829 $ 2887 $i| 2783
Incoma (losa) before provision for income tmces $ 258.2 $ 218 $ (160) $ (880.1) $ 2258 8|l 95 .
incoms taxes (beneft) ' 309 8 (569 $ @019, § (2481 $ wie . sl wer
incomea (iose) from cont. opar. before minorllyint. §  266.6 $ 2688 [GE] $ (435.0) $ 1230 $|| 1748
+ Minoctty interast . $ - $ - 3 49 $ 75 " § 871 $i 696
tncoms (loss) from continuing operations § 2655 $ 2685 $ 1007 $ (3558) $ M0 S| 2444
Eamingaperchare -dlisted - $ 198 . § 1785 $ o050 $  (188) $ 101 s, 147
Average shares outstanding - dfiuted . 1384 163.3 180.2 1926 208.2 i,. 2087
Maurios E. May - Power insights/Sofell - June 12, 2007.
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Appendix il L
TECO Energy - Consolidated Balance Sheet '
FY Decomber '
ASSETS 2002 2003 2004 2005 2006 307 ;
Cash, squivaients, & ST vestments $ <11 § 1082 § 9.7 § 3467 § 4416 $ ame '
Reatricted cash s 19 $ 814§ 671- ¢ 36 § 73 s s !
Recelvables, loss allowances $ 427 $ 2804 § 2888 $§ 3233 § 283 0§ 3102 )
inventories $ 2008 $§ 1708 $ 1208 $ 1538 § 1668 $ 1897 \
Cunrant regulstory sssets $ - $ - $ - $§ 23 § 2567 $ 1518 .
Current decistive assets $ 125 § n1 $ 38 $ 60 § LAT T :
srdofherourentassots  § 2055 § 280 2§ 1724 $ 6163 41 0§ Tae
Total curent asasts $ 13232 8 8698 § 738§ 1202 § 1257 S 13088 !
Utiny plant {
(S $ 50544 $ 52458 § 48579 5 48023 $ 50304 § 50084 i
o $ BT $ TIAA 0§ 8108 $ 85 § aTIT 0§ 8% '
Construction work In progress $ 15688 § 11814 $ 2071 $ 2000 $ 349 0§ 3680 :
Other property $  BSTA 5 8E5A4 $ 676§ 827 $ 8419 $ 3379
Total property, piant & squipment $ 02163 § 060402 § 67234 § 61548 § 70044 § 66200
-less Son $ (2310, $ (2381 $ (20655 $ (21878) $ (2317 $ (1,805 j
Net property, plant & equipment & s.oou! $ 50700 § 4.“051»&" 3 m"s!—i 47689 § 40045
Gther assets .
Defeired ncoms taxas - $ 302 $ 10515 § 131 $ TS $ 6302 § 6en2 ;
Long-torm reguiatory sssets $ 1632 § 1883 § 2009 § 99 § 23 0§ 2408 4
investment it unconsolidated affilates $ 2 1492 $ 2 M35 0§ 2630 $ 274 & 229 § 2668 ]
Goodwit $ w37 0§ M2 0§ B4 $ 504 § 04 $ 504 -
Other asssts $ 10043 § 22600 $ 24788 $ 137 § 854 $ 2438
Total other masets § 18508 § 90135 § 40810 § 13540 § 13092 § 13068
TOTAL ASSETS S 90764 & 104614 3 OAT68 § 74703 § 17,5618 § 72989
UABILMES )
‘Gurrent portion of LT debt $ 1211 § N8 § 138 § 72 & 6394 § 4574
totes payabls $ 305 § s $ 150 0§ 2150 § €0 .§ 510
Acoounts payable $ WA $ 338 0§ 2518 0§ 347 § 365 § 2676
Customar deposits s %48 $ 1014 $ 1058 $ 1162 $ 1%5 § 1328
Other current fabiiities $ 1498 $ 17529 $ 172 $ 208§ ATH  § M3
Total current liabilkies S 1.1002 § 22472 § 2224 § B8 § 1354 - 1218
Investment tax credits s 275 8 28 § 200 $ 173 § 4T 8 140
Long-term reguistory labitides $ 5847 $ 5602 § 530 §$ s 8353 $ B8N
Defared credita and other BsbRties $ 8187 $ 18509 $ 15284 $ 320 § 498 0§ 5002
dabt, less current portion $ 233255 § 43045 § 38820 § 37002 § 32128 § 32113
Total fong-<em tiabliities $ 47064 § 0605374 § 68703 § 48626 § 42824 3 4078
Liablites S OAIT8 8 GT8A8 8 10T 8 GBTEA 6 58] ¢ 68397
SHAREHOLDERS EQUITY _ :
Commen equity $ 20428 ¢ 16923 § 12877 § 18010 & 17200 § 17682
Prefarred seiunties . $  e91 8 - ) - $ - $ - s -
Uneamed compansalion $ [ B | (148 $ 38 3 ®y) 3 - $ .
Total shareholders aquity $ 32608 5 16TTT 0§ 12838 $ 18MT § 17200 $ 47602
FrovAL UARILITIES & SHREQ T OGT8A 8 WAGL3 8 GATS & TATOT 8 T8 § 7288
structurs
Tommon equity 37.4% 27.6% H4.I% 20.0% 7% 2K
Proferred securitios 9.2% 0.0% - 0.0% 0.0% 0.0% 0.0%
Short-tarm debt 6.9% 1.1% 24% 4.0% 12.2% 9.3%
%-mmdcﬂ 47.0% 71.6% 73.3% 67.2% 57.1% 56.5%
] T00% T00% 100% ~100% 100%
Sources: TECO Energy 10-Ks & 10-Q for 1Q 2007. .
June 12, 2007. :
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"Appendix IV
TECO Coal .
FY Docember 2008A° 2007* 2008E 2009E 2010E 2041E
Revenues ’
Total tons produoed (mils) 9.81 8.26 980 °  10.00 10.20 10.40
Stoam coal - tons (60%) : e 6.17 6.08 6.10 812 8.24
Steam coal-% of production 66.7% = 62% 61% 0% . 60%
Steam coal price per ton We | § 495  $5000 § 5000 $5000 $ 50.00
Steam coal reva ($ mils) . nla $ 3052 $3038 § 3050 $3060 § 3120
Met coal - tons (40%) wa 308 37 3.00 - 4.08 - 448
Met coal -% of production : 33.3% 38% . 39% 40% 40%
Met ooal prioa per ton wa $ 7500 $7450 § 7400 $ 7360 § -73.00 |
: Met conl revs (§ mils) e $ 2312 $2774 § 2886  $2000 § 3037 i
Reverues ($ mils) $5749 § 535 §$5812 §. 6036 $6059 § 6157 J
Avg. price per ton $5860 § 6800 $6031 $ 6936 S5940 $ W20 .
Expenses . . Ca
Opersting expanses-cashcosts $ 4513 § 4255 § 44864 § 4550 § 4641 § 4732 {
. Operatinglncome-cashmargin. § 12368 § 1110. §$ 1329 § 1386 § 1418 § 1425
Operating margh S 21.5% 20.7% 22.9% 23.3% 23.4% 29.1% ’;‘
SGSA - : ‘$ 8 $ 63 $ 98 § 100 §$ 102 § 104 J
Depraciation $ 391 § 383 $ 300 $ 400 $ 410 § 420
Total operafing expenseas $ 5001 $ 4710 $ 4972 $ 5050 $ 5153 . § 5256
Operating income $ 748 $ 655 § 841 $ 888 § 9068 §$ 0601
Interest (stiocated) $ 100 $ 100 §$ 100 §$ 100 $ 100 §$ 100
Pre-tax income $ 648 § 555 § 741 . § 786 $ 808 §$ 80.1
Margin per fon $ 660 § 600 § 786 § 788 $ 790 ‘§$ 7170 I
Income taxes - 40% $ 268 ¢ 222 § 206 § 314 5 822 § 320 %
Net income v $ 389 $ 333 $ 445 § 472 $ 483 $ 480 !

* conventional anly; no synfuel economics included.

Sources: company documanis, menagement comments, and anslyst caiculations.
Mawrice £ May - Power Insighta/Soled - 508-630-0934

June 12, 2007. . ’
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