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xv, s" 
Tallahassee, FL 32399-0850 z g  

nx 
m- 

0 
2540 Shumard Oak Boulevard 

c 
w Re: Application of Tampa Electric Company for authority to issue and sell securities 

pursuant to Section 366.04, Florida Statutes and Chapter 25-8, Florida 
Administrative Code. 

Dear Ms. Cole: 

Enclosed for filing in the above matter are the original and five (5) copies of Tampa 
Electric Company's Application for Authority to Issue and Sell Securities. 

Please acknowledge receipt and filing of the above by stamping the duplicate copy of this 
letter and returning same to this writer. 

Thank you for your assistance in connection with this matter. 

Sincerely, 

JDB/pp 
Enclosures 

P-? James D. Beasley 



BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Application of Tampa Electric 1 

S 8 3 S W  Company for authority to issue and sell 
securities pursuant to Section 366.04, 1 DOCKET NO. 
Florida Statutes and Chapter 25-8, 

) 

1 Submitted for filing on September 5, 2008 
Florida Administrative Code. ) 

TAMPA ELECTRIC COMPANY‘S 

APPLICATION FOR AUTHORITY TO ISSUE AND SELL SECURITIES 

Tampa Electric Company (“the Company”) files this, its Application under Section 366.04, Florida 

Statues and Rule 25-8.001, et seq., Florida Administrative Code, for authority to issue and/or sell securities 

for the Company’s fiscal period of 12 months ending December 3 1,2009, and says: 

1. The exact name of the Company and the address of its principal business office are as follows: 

Tampa Electric Company, 702 North Franklin Street, Tampa, Florida, 33602. 

2. The Company, a Florida corporation, was incorporated in 1899 and was reincorporated in 1949. 

The Company provides Commission-regulated retail electric services and natural gas 

distribution services through its Tampa Electric and Peoples Gas System divisions, 

respectively 

3. The names and addresses of persons authorized to receive notices and communications with 

respect to this Application are as follows: 

Lee L. Willis 
James D. Beasley 
Ausley & McMullen 
P. 0. Box 391 
Tallahassee, FL 32302 
(850) 224-91 15 (813) 228-1752 

Paula K. Brown 
Administrator, Regulatory Coordination 
Tampa Electric Company 
P. 0. Box 11 1 
Tampa, FL 33601 .. , .~ , ii:i.-’, . !~,,. . . ..”.’ , I C  * a ’  ’. !,,,“,.I., . ’ 
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4. AS ofJune 30,2008, the date ofthe balance sheet submitted with this Application, the following 

information is shown for each class and series of capital stock and funded debt: 

Unsecured Notes: 
6.875% Series, due 2012 
6.375% Series, due 2012 
6.1W%Series,due2018 
6.15% Series, due 2037 

lots1 Funded Debt 

5.15% Series, due 2025 $5 I ,6on,nnn $51,6nn,wo ~~~e None None 
5.65% Series, due 2018 54.2no.wn 54,200,000 None None N O W  

Variable Interest Series, due 2020 ~n,nnn,onn None ~n,noo,wn NO"* NO"C 

5% Series, due 2034 85,95n,onn 85,950,nnn ~~~e NO"C N O W  

Variable Interest Series, due 2030 7s,nnn,nnn None ~ ~ , n n n , o n n   NO"^ None 
5 .  I % Term Bonds, due 201 3 60,685,wo 6n.685,nnn ~~~e NOW NO"C 
5.5 % Term Bonds, due 2023 86,~nn,nnn ~ 6 , ~ n n , n n n  ~~~e Nolle None 

40,000,000 40,000,ono NO"< None N O M  

7n,noo,ow 7n,nno,onn sone None NO"C 

~n,wn,wn ~n,nnn,nnn N~~~ None None 
~n,nnn.nnn 6o,non,wo N~~~ None None 

%z,nos,53~,nnn $1,91n,s~~,nnn $95,onn,nnn 

b Series, due 2018 ~nn,nnn,wn 

z~n,onn,noo 
Series, due 2036 zso,onn,wn 

u..~.,%Series,due2012 330,nnn,nnn ~,",""",""" , ,Nom , *=", 
a Series, due 2016 

b Series, due 2037 I I ~n.nnn,non I 
I 

Peoples Gas System division 
I 

Senior Notes: 

(g) Amount 
held in any 

fund 
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5 .  Statement of ProDosed Transactions 

(a) The Company seeks the authority to issue, sell andlor exchange equity securities and issue, 

sell, exchange andor assume long-term or short-term debt securities and/or to assume 

liabilities or obligations as guarantor, endorser or surety during the period covered by this 

Application. The Company also seeks authority to enter into interest rate swaps or other 

derivative instruments related to debt securities. Any exercise of the requested authority 

will he for the benefit of the Company. At no time will the Company borrow funds, incur 

debt or assume liabilities or obligations as guarantor, endorser or surety that are not for the 

benefit of either or both of the Company’s electric and gas divisions. 

The equity securities may take the form ofpreferred stock, preference stock, common stock, or 

options or rights with respect to the foregoing with such par values, terms and conditions, 

conversion and relative rights and preferences as may be permitted by the Company’s Restated 

Articles of Incorporation, as the same may be amended to permit the issuance of any such 

securities. The long-term debt securities may take the form of first mortgage bonds, debentures, 

notes, bank borrowings, convertible securities, installment contracts and/or other obligations 

underlying pollution control or sewage and solid waste disposal revenue bonds or options, 

rights, interest rate swaps or other derivative instruments with respect to the foregoing, with 

maturities ranging from one to 100 years, and may be issued in both domestic and intemational 

markets. 

The issuance and/or sale of equity securities and long-term debt requested may he through 

negotiated underwritten public offering, public offering at competitive bidding, direct public or 
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private sale, sale through agents, or distribution to security holders of the Company or affiliated 

companies. 

The short-term debt may take the form of commercial paper, short-term tax-exempt notes, 

borrowings under bank credit facilities or accounts receivable securitization credit facilities, or 

other bank borrowings. Short-term debt sold in the commercial paper market may bear an 

interest rate as determined by the market price at the date of issuance and will mature not more 

than one year from the date of issuance. 

(b) The amount ofall equity and long-term debt securities issued, sold, exchanged or assumed and 

liabilities and obligations assumed or guaranteed as guarantor, endorser, or surety will not 

exceed in the aggregate $900 million during the period covered by this Application, including 

any amounts issued to retire existing long-term debt securities. The maximum amount of short- 

term debt, as described above, outstanding at any one time, will be $900 million. 

(c) With respect to equity and long-term debt securities and liabilities and obligations to be 

assumed or guaranteed as grantor, endorser or surety, the amount of $300 million is needed to 

accommodate the potential issuance of additional notes based on projected short-term debt 

levels; the amount of $200 million is needed for potential long-term emergency funding; and 

the amount of $400 million is needed for other purposes (swaps, refinancings, etc.). With 

respect to short-term debt, the amount of up to $650 million outstanding is needed to enable 

the Company to fully draw existing short-term credit facilities including upsize capability; and 

the balance of up to $250 million is needed to avail the Company of short-term emergency 

funding and other purposes. 
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(d) The present estimates of the interest rates for the aforementioned debt securities, based upon 

current trading levels of unsecured short-term debt and IO-year notes of the Company are 

2.8% and 6.3%, respectively. Actual dividend rates for the aforementioned equity securities 

and interest rates will be determined at the time of the issuance and/or sale of the applicable 

securities. 

6. Purpose of Issuance 

Proceeds from any sale of securities will be added to the Company's general funds and used for 

working capital requirements and for other general business purposes, including financing of 

the Company's capital investments or the acquisition of additional properties or businesses. The 

net proceeds received from the sale of securities may also be used for the repurchase or 

repayment of debt or equity securities of the Company. 

(a) Construction 

The electric division ofthe Company currently estimates that construction expenditures during 

the 12 months ending December 3 1,2009 will be $6 18 million. Estimates for specific, larger- 

scale, non-recurring investments for 2009 include: 

(Millions) 
Proiects Amount 

Bayside Combustion Turbines $83 
Big Bend Combustion Turbines $3 1 
Transmission Expansion $61 
Baseload Transmission $ 6  
Big Bend Rail Facilities $29 

Big Bend SCR $55 
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The gas division of the Company currently estimates that construction expenditures during the 

12 months ending December 31, 2009 will he $60 million for maintenance and system 

expansion. 

(b) Reimbursement of the Treasury 

Among the general business purposes for which any net proceeds may he used is the 

reimbursement of the treasury for expenditures by the Company against which securities will 

not have been issued in advance. 

(c) Refunding Obligations 

One of the purposes of issuing the securities referred to herein will he to repay previously 

issued short-term debt, of the type described in paragraph 5 ,  which matures from time to time 

on a regular basis. Subject to market conditions, the Company may refund such short-term debt 

with new short-term debt, long-term debt or preferred or preference stock. 

In addition, the Company is continuing to monitor and evaluate market conditions in 

anticipation of refunding or refinancing long-term obligations where it is legally and 

economically feasible to do so. Recognizing that changes in market conditions could make 

such refunding transactions feasible, the Company is requesting authority to issue long-term 

debt and/or preferred or preference stock within a limitation that provides the Company with 

sufficient flexibility to respond to refunding or refinancing oppor!xnities. 

7. The Company submits that the proposed issuance and sale of securities is for lawful objectives 

within the corporate purposes of the Company, is necessary for the proper performance by the 
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two divisions of the Company as public utilities, is compatible with the public interest and is 

reasonable, necessary and appropriate. In support thereof the Company states that the proposed 

issuance and sale of securities and the proposed application of funds derived therefrom, as 

described in paragraphs 5 and 6 above, are consistent with similar actions the Company in the 

past has found to be lawful, reasonable, necessary and appropriate for the conduct of its 

business. The Company further states that this application for authority to issue and sell 

securities is consistent in its objectives with those of applications the Company has filed, and 

this Commission has found to be lawful, reasonable, necessary and appropriate, on numerous 

occasions in the past. 

8. The names and addresses of counsel who will pass upon the legality ofthe proposed issuances 

are: Charles A. Attal, 111, General Counsel, Tampa Electric Company, Tampa, Florida; David E. 

Schwartz, Associate General Counsel, Tampa Electric Company, Tampa, Florida; Holland & 

Knight LLP, Tampa, Florida; andor Edwards Angel1 Palmer & Dodge LLP, Boston, 

Massachusetts and/or such other counsel as the Company may deem necessary in connection 

with any of the proposed issuances. 

9. A Registration Statement with respect to each public offering of securities hereunder that is 

subject to and not exempt from the registration requirements of the Securities Act of 1933, as 

amended, will be filed with the Securities and Exchange Commission, 100 F St. N.E., 

Washington, D.C. 20549. 

10. There is no measure of control or ownership exercised by or over the Company as to any other 

public utility except as noted below. 
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On April 14, 198 1, the Company’s shareholders approved a restructuring plan under which the 

Company and its subsidiaries became separate wholly owned subsidiaries of a holding 

company, TECO Energy, Inc. 

Required Exhibits 

1. The following exhibits required by Rule 25-8.003, Florida Administrative Code, are either 

attached hereto or incorporated by reference herein and made a part hereof: 

(a) Exhibit A: Items 1 through 5 are being satisfied through the provision of financial 

statements identified in Item 6 below. 

6. (i) Attached as Exhibit A-1 (Form 10-K) 
(ii) Attached as Exhibit A-2 (Form 10-WA) 
(iii) Attached as Exhibit A-3 (Most Recent Quarter’s Form 10-Q) 

(b) Exhibit B: Projected Financial Information (Sources and 

Uses of Funds Statements and Construction Budgets) 

WHEREFORE, Tampa Electric Company respecthlly requests that the Commission enter its Order 

approving the Company’s request for authority to issue and sell securities during the 12 month period 

ending December 3 1,2009. 
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DATED this 5" day of September, 2008 

TAMPA ELECTRIC COMPANY 

By: L 
Deirdre A. Brown 
Vice President-Customer Service & Regulatory Affairs 
702 North Franklin Street 
Tampa, Florida 33602 
Post Office Box 11 1 
Tampa, Florida 33601 



TAMPA ELECTRIC COMPANY’S 
APPLICATION FOR AUTHORITY TO ISSUE AND SELL SECURITIES 

INDEX TO EXHIBITS 

EXHIBIT 

Exhibit A-1 

Exhibit A-2 

Exhibit A-3 

Exhibit B 

BATES STAMP 
PAGE NO. 

11 

267 

384 

462 

10 



Exhibit A 4  

11 



WASHINGTON, D.C. 20549 

FORM 10-K 

0 

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

~olihefis~alycarcndcdOccembcr31.2007 

OR 

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

CO"iSSi0" 
Filr No. 
1-8180 

1-5007 

TECO PI- 
702 N Pranklm Sweet 
Tampa. Honda 33602 
(813) 228-1 I I I 

TAMPA ELECTRIC COMPANY 
(a Florida SD'PO"li0") 

T K O  Plaa 
702 N.  Franklin Street 
Tampa. Notiddo 33602 
(813)226-1111 

I.R.S. Emplwer 
IdcntiR&on 

Number 
59-2052286 

59-0475140 

lndicatc hy check mark wlicthcr Tampa Elmlric Company IS B largc acccloraiod filcr. m accdcnicd filer, a non-rccclcrned film. or a rmallci rcponing company Scc thc dcfinnionr of"largc 
accclcraled liler," "acccbratcd film'' and ' "~mal l~ r  rcarling company" (n Rulc I2h-2 oflhc Exchange Act 1Chvck om): 
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PART I 

Item 1. BUSINESS. 

TECO ENERG\ 

TECO Energy, Inc. (TECO Energy) was incorporated in Florida in 1981 as pan of a restructuring in which it became the parent corporation ofTampa Elecbic 
Company. TECO En- and its subsidiaries had 4,300 employees as of Dec. 3 I ,  2007. 

TECO Energy's Corporate Govemance Guidelines, the charter ofeach committee of the Board of Directon, and the code ofethics applicable to all directors, 
officers and employees, the Standards qflntegrily , are availsble in the Investors section afTECO Energy's wehsite, -w.tecoenergy.com, or in print free of charge to 
any investor who requests the information, TJXO Energy also makes its Securities and Exchange Commission (SEC) ( w . s e c . g o v )  filings available free ofeharge on 
the Investors section ofTECO Energy's website as soon as reasonably practicable after they are filed with or fumished to the SEC. 

TECO Energy is a holding company for regulated utilities and other businesses. TECO Energy currently owns no operating assets but holds all of the common 
stock of Tampa Electric Company, and through its subsidialy TECO Diversified, Inc., owns TECO Coal Corporation and through its subsidiary TECO Whlesale 
Generation, Inc., owns TECO Guatemala, Inc. and W G  Merchant, Inc. Results far the year ended Dec. 31,2007 include results from its fonner subsidialy, TECO 
Transport Corporation, through its date of sale, Dec. 4,2007 

Unless athewise indicated by the ~ontert, "TECO Energy" means the holding company, TECO Energy, Inc., and its subsidianes, and references to individual 
subsidiaries of TECO Energy, Inc. refer 10 that company and its respective subsidianes. TECO Energy's business segments, and revenues for those segments for thc 
yean indicated, are identitied below. 

Tampa Electric Company, a Florida corporation and TECO Energy's largest subsidiary, has two business segments. Its Tampa Electric division (Tamps 
Elertrir) provides retail electric service 10 more than 668,000 E U S ~ O ~ ~ T S  in West Central Florida with a net winter system generating capability of4.602 megawatts 
(MW). Peoples Gas System (PGS) , the gas division of Tampa Electric Company, is engaged in the purchase, distribution and sale o f  natural gas for residential, 
commercial, industrial and e le~t r ic  power generation cu~tomerr in Florida. With more than 334,000 cu~tomers, PGS has operations in Florida's major metropolitan 
areas. Annual natural gas throughput (the amount ofgas delivered 10 its custumen, including bansportation-only service) in 2007 was I .4 billion therms. 

TECO Coal Corporation (TECO Cod), a Kentucky corporation, hss I3 subsidiaries, located in EdSlem Kentucky, Tennessee and Virginia. These entities own 
interests in coal processing and loading facilities, mineral tights, own or operate surface and underground mines, and owned synthetic fuel  production facilities. prior to 
the program's expiration on Dec. 31,2007. 

TECO Guatemala, Inc. (TECO Guatemla), a Florida corporation, primarily has investments in unconsolidated rubsidiarim that paninpate in fwo l o n g - l m  
contracted power plants and has an ownership interest in Distribucion Elecmca CentroAmericana II. S A  (DECA II), which has an ownership interest in Guatemala's 
largest distribution utility, Empresa Elecrrica de Guatemala, S.A. (EEGSA) and affiliated energy-related companies. 

TECO Transport Corporation VECO Transport), a Florida corporation, was sold on Dec. 4,2007. During 2007. it  owned no operating assets but owned all 
ofthe common stock of, or membership interests in, nine subsidiaries which provided waterbome transponation, storage and mnsfer sewices ofcoal and other dly-bulk 
commodities. 
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TWG Merchant, Inc. (TWG Merchant), a Florida corporation, had subsidiaties that formerly held interests in merchant power pmjects. W G  Merchant 
continuing operations included the results ofoperations for the uncompleted Dell power plant, which was sold in 2005 and the uncompleted McAdams power planl, the 
turbines from which were sold to Tampa Electric in 2006 and the balance ofthe plant sold to an unrelated ~a,alfy in 2006. Effective with 2006 results, all assets were 
divested and any residual results of operations w e ~ e  included in the '.Other and eliminations" segment. 

Revenues from Continuing Operations 

p"ll#'."s, 

Tampa Eleemc 
PGS 

Total rewlated businesses - 
TECO Coal 
TECO Guatemala"' 
TECO Transport 
TWO Merchant 

Other and eliminations 

2007 
$ 2,188.4 

599.7 
2,788.1 

544.5 
8.0 

290 3 

3,630.9 

6 3536.1 

- 

(94.8) - 

2006 

$ 2,084.9 
571.6 

2,662.5 
514.9 

7.6 
308.5 

3,553.5 
(105.4) 

6 3,448.1 

- 

- 

200s 
6 1,746.8 

549.5 
2,296.3 

505.1 
7.7 

278.2 
0.4 

3,087.7 

$ 3,010.1 

- 

(77) - 
(I) Revenues are exclusive of entities deconsolidated as a result of Financial Accounting Standards Board Interpretation No. 46R. Cunrolidorion o/ Variable Inreresr 

Enrilies, an lnlrrprerorion @ARE No. 51 (FIN 46R) and include only revenues for the consolidated Guatemalan entities. 

For additional financial information regarding TECO Energy's significant business segments including geographic areas, see Note 14 Io the TECO Energy 
Consolidated Financial Statements , Also, see Note 19 for additional information regarding the deconsolidation of Guatemala subsidianes. 

Discontinued OpentionsiAsset Dispositions 

TECO Energy completed a number ofasset dispositions in 2007,2006, and 2005 as part ofa business strategy to focus on the electric and f fds  utilities and to 
eliminate exposure to the merchant power sector. 

In the fourth quaner af2007, TECO Energy completed its sale of TECO Transport lo an unaffiliated investment group. As a result of its continuing involvement 
via a water-bum transportation contract with Tampa Electric, all results through the date of sale are accounted far in continuing operations. In the second quarter oi. 
2007, a favorable conclusion was reached with taxing authorities regarding the 2005 disposition ofunion and Gila merchant newer olants. This resulted in after-tax net 
income of $14.3 million reflected in discontinued operations. 

In the Rnt quarter of2006, TPS McAdams, LLC (TPS McAdams), an indirect subsidiary of the company, sold combustion turbines to Tampa Electric and in the 
second quarter, all remaining assets of TPS McAdams were sold to a third party. Also the company sold the remaining assets of TECO Thermal which were classified 
as held for sale as of Dec. 31,2005. Two remaining unused steam turbines located in Arizona were sold in 2006. 

In 2005, TWG Merchant sold its membership interest in Commonwealth Chesapeake Power Station (CCC) in Virginia and substantially all the assets of the Dell 
Power Station in Arkansas. BCH Mechanical, Inc. (BCH Mechanical) was also sold in 2005. In 2005, TECO Energy completed the sale and transfer of the Union and 
Gila River project companies (TPGC) (see Notes 16 and 20 to the TECO Energy Consolidated Firuncial 
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No significant pan of Tampa Electric’s business is dependent upon a single customer or a few customers, the loss ofany one or more of whom would have 1 
significant adverse effect on Tampa Electric. The Mosaic Company. a large phosphate producer, is Tampa Electric’s largst customer and represented less than 2% of 
Tampa Elecme’s 2007 base revenues. 

Tampa Electric’s business is not highly seas(”, but winter peak loads are experienced due to electric space heating, fewer daylight hours and colder 
temperatures. and summer peak loads are experienced due to the use of air conditioning and other cooling equipment. 

Regulation 

The retail operations of Tampa Electric are regulated by the Florida Public Service Commission (FPSC), which has jurisdiction over retail rates, quality of 
service and reliability, issuances of securities, planning, siting and COnSlNction of facilities, accounting and depreciation pracrices, and other matters. 

In general, the FPSC’s pricing objective is to set rates at a level that  allow^ the utility to colle~t total revenues (revenue requirements) equal to its cost of 
providing service, plus a reasonable m u m  on inv-ted capital. 

The costs of owning, operating and maintaining the utility system, other than fuel, purchased power. conservation and cenain envimnmental costs, are recovered 
through base rates. These costs include opmtian and maintenance expenses, depreciation and taxes, as well as a m u m  on Tampa Elecmc’s investment in assets used 
and useful in providing electnc Service (rate base). 7he rate of mum on rate base, which is intended to approximate Tampa Electric’s weighted cost ofcapital, 
primarily includes its EOS~S for debt, deferred income taxes at a zero mst rate and an allowed rerum on c o i n ”  equity. Base rates are determined in FPSC rate sening 
hearings which occur st irregular intervals at the initiative of Tampa Electric, the FPSC or other psnies. 

Tampa Electric’s rates and allowed retum on equity (ROE) range of 10.75% to 12.75% with a midpoint of 11.75% are in effect until such time as changes are 
occasioned by an agreement approved by the FPSC or other FPSC actions as a result of rate or other praceedings initiated by Tampa Elecmc, the FPSC or other 
interested parties. Tampa Electric has not sought a base rate increase since 1992. Since that last race proceeding, Tampa Elecmc has eamed within its allowed retum on 
equity (ROE) range while adding more than 200.000 customers and making significant investments in facilities and infrastructure, including baseload and peaking 
generating capacity additions to reliably serve the growing customerbase, and it expects a continued high level of capital investment and higher levels of non-fuel 
operations and maintenance expenditures. ARer dropping to the bottom of its allowed ROE m g e  in the middle of2007. by the end of2007 Tampa Electric’s 13-month 
moving average regulatory ROE was 11.4% resulting from the positive impact of favorable weather in the second half of 2007, as well as lower depreciation expense 
and lower propeny taxes in the second half of the year. However, based on its cumnt lower forecast for energy sales growth, expected higher operations and 
maintenance expenses and ongoing higher levels ofcapital investment. Tampa Electric’s forecasted ROE is expected to go below the bottom of its allowed range for the 
full year 2008. This is expected to cause a need for base rate relief for Tampa Electric in 2009. 

Fuel, purchased power, conservation and certain environmental costs are recovered through levelized monthly charges established pursuant to the FPSC’s cost 
recovery clauses. These charges, which are reset annually in an FPSC proceeding, are based on estimated costs of fuel, environmental compliance, conServstion 
promms and purchased power and estimaled customer usage for a specific recovery period, with a fNe-up adjustment to reflect the variance of actual EOSIE f“ the 
projected fat% The FPSC may disallow recovery of any costs that i t  considers imprudently incurred. In September 2007, Tampa Electric filed with the FPSC for 
approval offuel and purchased power, capacity, environmental and conservation cost recovery rates far the period January 2008 through December 2008. In November 
2007, the FPSC approved Tampa Electric’s requested changes. The rates include the impacts ofnatural gas and coal prices expected in 2008, the refund of 
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the overestimated 2W7 fuel and purchased power expenses, the collection ofpreviously unmovered 2006 fuel and purchased power expenses, the proceeds from the 
actual and projected sale ofexcess sulfur dioxide (SO: )emissions allowances in 2007 and 2008 and the operating cost for and a retum on the capital invested on the 
selective catalytic reduction (SCR) pmjects to enter scwice on Big Bend Units 3 and 4 as well as the operating and maintenance (O&M) costs associated with the Big 
Bend Units 1 and 2 pre- SCR projects, which are required by the Environmental Protection Agency (EPA) Consent Decree and Florida Depamnenl of Environmental 
Protection (FDEP) Consent Find Judgment. In addition, the rates reflect the FPSC’s September 2004 decision to reduce the annual cost recovery amount for water 
tramponation senices for coal and petroleum coke provided under Tampa Electric’s contract with TECO Transport described below. See Regulation-Cost Recovery 
Clauses-Tampa Electric sections of Management’s Discussion and Analysis of Financial Condition and Results of Operations (MD&A) 

Tampa Electric is also subject lo regulation by the Federal Energy Regulatory Commission (FERC) in various respects, including wholesale power sales, ceitain 
wholesale power purchases. lranmission services, and accounting and depreciation practices. In June 2006, Tampa Electric received a notice that FERC had 
commenced an audit, which arose out of the normal course of the enforcement activities, to determine whether and how Tampa Electric and its affiliates complied with: 
( I )  the practices and procedures contained within its Open Access Tmnsmissian Tariff (OATT); (2) the conditions by which FERC granted market-based rate authority 
to each respective affiliate of Tampa Electric; (3) the Standards of Conduct requirements; (4) the preservation of records requirements; ( 5 )  Tampa Electric’s wholesale 
fuel adjustment clause larift and ( 6 )  Tampa Electric’s reponing oicapaciry and energy shortages. The audit was completed and the company’s compliance plan filed in 
October 2007, addressing the recommendations made by FERC, was approved in January 2008. See also the Regulation section of MD&A 

The Energy Policy Act of2005 repealed the Public Utility Holding Company Act of 1935 (PUHCA), which established a regulatory regime overseen by thc 
SEC, and replaced it with a new statute focused on increased access lo holding-company hooks and records to assist the FERC and state utiliry regulators in protecting 
cu~tomers of regulated utilities. On Dec 8,2005, the FERC finalized mles to implement the congressional mandated repeal of the PUHCA of 1935 and enactment oithe 
PUHCA of2005. FERC issued its final mles effective Feb 8,2Wb. Pursuant to this Act, TECO Energy has a single-state waiver regarding FERC’s access to its 
holding-company books and records. 

Federal, state and local environmental laws and regulations cover air quality, water quality, land use, power plant. substation and mnsmission line siting, noise 
and aesthetics, solid waste and other envimnmental manem (see Environmental Maners section below). 

The transactions between Tampa Electric and its afiiliates are subject to regulation by the FPSC and FERC, and any charges deemed to be imprudently incurred 
may be disallowed for recovery from Tampa Electrick C U S ~ O ~ ~ T S .  For information about Tampa Electric’s contract for coal transpoltation and dry-bulk storage ~emtces 
with TECO Transpon, see the Rogulntlon-Conl Transportation Contract section of MD&A 

Competition 

Tampa Electric’s retail eleclric business is substantially free from direct competition with other electric utilities, municipalities and public agencies. At the 
present time, the principal form of competition at the retail level consists ofself-generation available to larger usem of electric energy. Such usem may seek to expand 
their alternatives through various initiatives, including legislative andor regulatory changes that would permit competition at the retail level. Tampa. Electric intends to 
retain and expand its retail business by managing costs and providing high-quality service to retail customem. 

In 1999, the FERC approved a three-year market-based sales tariff for Tampa Electric, which allows Tampa Electnc to sell C X C ~ S S  wholesale power st market 
prices within Florida. The FERC had already approved market- 
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based prices for interstate sales for Tampa Electnc and the other investor-owned utilities (IOUs) operating in the state; however, Tampa Electric is the only IOU in the 
state with intrastate market-based sales authority, except in its own balancing-authority area. In 2W6 FERC reinstated Tampa Elecnic's authority IO hamact with Reedy 
Creek in its service tenitoly at market-determined prices. which provides benefits for both entities. 

There i s  presently competition in Florida's wholesale power markets, largely as a result of the Energy Policy Act of I992 and d a t e d  federal inilialives. 
However, the state's Power Plant Siting Act. which Sets the state's electric energy and environmental policy and govems the building ofnew generation involving 
steam capacity of 75 megawatts or more, requires that applicants demonstrate that a plant is needed prior to receiving COnSlNCliOn and Operating p m i t s .  In 2003, the 
FPSC implemented lules that modified d e s  from 1994 that required lOUs to issue requests for proposals (RFPs) prior IO filing a petition for Determination ofNeed for 
comlwction o f a  power plant with a steam cycle greater than 18 megawatts. TIe new N I ~ S  became effective for requests for proposal for applicable capacity additions, 
prospectively. See Regulation-Utility Competitio-Electric section of MD&A 

FERC requires transmission system owners to operate an Open Access Non-discriminatory Transmission Same-time Information System (OASIS) providing, via 
the Intemet, access to transmission service information (including price and availability) and to rely exclusively on their own OASIS system for such information for 
effecting their own wholesale power transactions that make use of capacity on their o m  lransinisSim system. This  le works to open access far wholesale power flows 
on transmission systems and requires utilities such as Tampa Elecmc, which own transmisSion facilities, to provide services to wholesale transmission customers 
comparable to those they provide to themselves on comparable t m s  and conditions. including price. Among other things, the wles require transmission services to be 
unbundled from power sales and owners of t ranmision systems to take transmission service under their own transmission tariffs. To facilitate compliance, owners 
must maintain Standards of Conduct to ensure that personnel involved in marketing wholesale power are functionally separated from personnel involved in tranwnission 
services and reliability functions. Tampa Electric, together with other utilities, has an OASIS system and believes it is in compliance with the Standards of Conduct. 

Fuel 

Approximately 59% of Tampa Electric's generation of electricity for 2001 was coal-fired, with natural gas representing approximately 40% and oil representing 
approximately 1%. Tampa Electric used its generating units to meet approximately 85% oftbe total system load requirements, with the remaining 15% coming from 
purchased power. Tampa Electric's average delivered fuel EOSI per million Brilish thennal unit (Btu) and average delivered EOSI per ton of EMI bumed, have been as 
follows: 

2007 2006 2005 2004 200.J ----- Awmm rol lmr million BIY: 

Coal 16 2.51 16 2.49 $ 2.25 $ 2.14 $ 2 02 
Oil $13.87 $13.39 $ 1 0 . 1 6  $ 6.81 $ 6,42 
Gas (Natural) $9.52 $9.61 $9.31 $ 7 . 1 4  $ 6 , 4 5  
Composite $ 5.05 $ 4.15 16 4.79 $ 3.64 $ 283 
Average cost per too of cop1 burned $ 60.12 16 88.15 S 53.W $ 50.06 $ 48.32 

Tampa Electric's generating stations bum fuels as follows: Bayside I ,  which entered commercial operation in April of2003, and Bayside 2, which entered 
commercial operation in lanuary of 2004. bum n a h ~ r a l g s ;  Big Bend Station, which has sulfur dioxide sclubber capabilities, bums a combination of high-sulfur coal, 
petroleum coke and No. 2 fuel oil; Polk Power Station bums a blend of high-sulfur coal, petruleum coke, which is gasified and subject to sulfur and paniculate matter 
removal prior to combustion. naNral gas and oil; and Phillips Station bums residual fuel oil. 

Coal. Tampa Electric bumed approximately 4.7 million tons of CNI and petroleum coke during 2007 and estimates that its combined coal and petroleum coke 
consumption will be about 4.8 million tons for 2008. During 
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2007, Tampa Electric purchased approximately 82% of its coal under long-term conmcts with seven suppliers, and approximately 18% of its coal and petroleum coke 
in the spot market. Tampa Electric attempts IO maintain a portfolio of 60% long-term versus 40% spot contract~, but market conditions, acfllal deliveries and unit 
performance can change this pmfoiio on a year-byyear basis. Renegotiated contracts and reduced bum contributed to Tampa Electric not purchasing more spot tons in 
2007. Tampa Electric expects to obtain approximately 66% of its coal and petroleum coke requirements in 2008 under long-term ~ o n t r a ~ f ~  with six suppliers and thc 
remaining 34% in the spat mal*et. 

Tampa Electric's long-term conlract~ provide far revisions in the base price to reflect changes in several important cost factors and for suspension or reduction of 
delivenes if environmental regulations should prevent Tampa Electric from buming the coal supplied, provided that a good faith effort has been made to continue 
buming such coal. 

In 2007, approximately 66% of Tampa Electric's coal supply was deep-mined, approximately 26% was surface-mined and the remaining was a processed oil by- 
product known ils petroleum coke. Federal surfacemining l a w ~  and regulations have not had any material adverse impact on Tampa Electric's coal supply or results of 
its operations. Tampa Electric, however, cannot predict the effect of any fobre mining laws and regulations. 

Natural Cas. As ofDm. 3 I, 2007, Tampa Electric had conmeted for 100% of the expected gas needs for the January 2008-September 2008 period and 83% 
for October 2008. It had already contracted for 55% of i t s  November 2008 through March 2009 and 30% of its April 2009 through October 2009 expected gas supply 
needs. Additional volume requirements in excess of expected gas needs are purchased on the shw-term spot market. 

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

Franchises and Other Rights 

Tampa Electric holds franchises and ather rights that, together with its charter powers, govem the placement of Tampa Electric's facilities on the public rights of 
way as it caries on its retail business in the localities it s m e s .  The franchises specify the negotiated terms and conditions goveming Tampa Electric's use ofpublic 
rights-of-way and other public property within the municipalities it serves during the term ofthe franchise agreement, and are irrevocable and not subject to amendment 
without the consent ofTampa Electric (except to the extenl certain city ordinances relating to permining and like matters are modified from time to time), although. in 
certain events, they are subject to forfeiture. 

Florida municipalities are prohibited from granting any franchise for a term exceeding 30 years. None of the municipalities that have franchise agreements wilh 
Tampa Electric, except for the cities of Oldsmar and Temple Terrace, have reserved the right to purchase Tampa Electric's property used in the exercise ofits franchise 
if the franchise is not renewed. In the absence of such right to purchase, based on judicial precedent, if the franchise agreement is not renewed Tampa Electric would be 
able to continue 10 use public rights of way within the municipality, subject to reasonable rules and re&tions imposed by the municipalities. 

Tampa Electric has franchise agreements with I3 incorporated municipalities within its retail sewice area. These agreements have various expiration dates 
through March 2036. 

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

Utility operations in Hillsborough, PBSED, Pinellas and Polk Counties outside of incoprated municipalities are conducted in each case under one or more 
permits to use slate or county rights-of-way granted by the Florida Department 0fTransponalion or the county commiSSimerS of such Counties. There is no law limiting 
lhe time for which such permits may be granted by counties. There are no fixed expiration dates for the Hillsborough Counw. Pinellas County and Polk County 
agreements. The agreement coverLng electric operations in Pascu County 
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expires in 2023. A franchise agreement with the City of Tampa expired in September 2006, and negotiations for renewal were ongoing throughout 2007. A new, 25- 
year agreement has been negotiated and is pending before the Tampa City Council for review and approval. Tampa Electric cannot predict when the City Council wdl 
act on the pending agreement. 

Environmental Matters 

Consent Decree 

Tampa Electric Company, as a result of negotiations with the EPA, the U.S. Department oflustice and the FDEP, signed a Consent Decree which became 
effective Feb. 29,2000, and a Consent Final Judgment which became effective Dec. 6,1999, both in settlement af federal and state litigation. Pursuant to these 
agreements, allegations of violations of New Source Review requirements of the Clean Air Act were resolved, provision was made for environmental ~ontrols and 
pollution reductions, and Tampa Electric began implementing a comprehensive program that has and will in the future dramatically decrease emissions from the 
company's power plants. 

The emission reduction requirements included specific detail with respect to the availability of the flue gas desulfurization systems (scrubben) to help reduce SO 
2 ,  projects for NOx reduction efforts on Big Bend Units I through 4, and the repowering of the coal-fired Cannon Station to namral gas. The commmial operation 
dates for the hyo repowered Cannon units (now known as Bayside) were Apr. 24,2003 and Jan. 15.2004. The completed station has total Station caoacity of about 
1,800 megawatts (nominal) ofnatural gas-fueled electnc generation 

Tampa Electric completed installation ofthe SCR system for NOn contiol on Big Bend Unit 4 and put it in-service on Jun. I, 2007. Tampa Electric is also 
installingSCRsonBigBendUnits l.2and3 withexpect~din-servicedatesforUnit3byMay 1,2008.Unit2byMay 1,2009andUnit 1 byMayl,2010.The 
engineering, design and constmction of the SCRs are cumntly in progress. Tampa Electric's capital investment forecast includes amounts through 2012 for compliance 
with the NOx, SO? and paniculate matter reductidn requirements (see Environmental Matters 4 0 p i l o l  Expmdifures section below). 

Emsaion Reductions 

Projects to which Tampa Electric has committed under the Consent Decree and Consent Final Judgment will result in significant reductions in emissions. Since 
1998, Tampa Electric has reduced mma-1 S O ? ,  NOn, and particulate matter (PM) emissions f" its facilities by 162,000 tms, 42,000 tons, and 4,wO tons, 
respectively. Reductions in SO, emissions were accomplished through the installation ofscmbber systems on Big Bend Units 1 and 2 in 1999. Big Bend Unit 4 was 
originally constructed with a scrubber. The Big Bend Unit 4 scrubber system was modified in 1994 to allow it to scrub emissions from Big Bend Unil3, as well. 
Currently, the scrubbers at Big Bend Station remove more than 95% ofthe SO1 emissions from the flue gas smeams. 

The repowering of Cannon Station to Bayside Power Station in April 2003 (Bayside Unit 1 )  and Janualy 2004 (Bayside Unit 2) resulted in the significant 
reduction in emisSions ofall pollutant types. Tampa Electric's decision to install additional NOn emissions contmls on all Big Bend Units will r e d 1  in the funher 
reduction of emissions. By 201 0, these projects are expected to result in the total phased reduction ofNOx by 62.000 tons per year, which is a 90"h reduction from 1998 
l W d S .  

To date, these projects have resulted in the reduction o f  SO:, NOx and PM emissions by 93%, 60% and 77% respectively, below I998 levels. In total, by 2010 
Tampa Electric's system-wide emission reduction initiatives will result in the reduction of SO:, NOn and PM emissions by 90%, 9006 and 72% respectively, below 
1998 le~els .  With these improvements in place, Tampa Eleclrk's facilities will meet the same standards required ofnewer power generating facilities and helo to 
significantly enhance the quality ofthe air in the community. 
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Due to pollution control co-benefits from the Consent Decree and Consent Final Judgment, reductions in mercury emissions have occurred due IO the re- 
powering ofGannon Station Io Bayside Station. At Bayside, where mercury levels have decreased 99% below 1998 levels, there are virtually zero mercury emissions. 
Additional mercury reductions are also anticipated From the installation ofNOn cont~ols at Big Bend Station, which would lead to a mercury removal efficiency ofover 
70%. 

Carbon Reducriom 

Tampa Electric has historically supported voluntary efforts to reduce carbon emissions and has taken significant steps to reduce overall emisions at Tampa 
Electric’s facilities. Since 1998, Tampa Electric has reduced its system-wide emissions ofCOl  by approximately 20%, bringing emissions to near 1990  level^. Tampa 
Elcctric expects emissions of CO, to remain near I990 levels Until the addition of the next baseload unit, which is expected after 201 2. Tampa Electric estimates that the 
repowering to natural gas and the shut-down of the Gannon Station coal-fired units have resulted in a decrease in CO, emissions of approximately 4.8 million tom 
below I998 levels. During this same timeframe, the numbers of retail customers and retail energy sales have risen by approximately 25%. 

Tampa Electric’s voluntary activities to reduce carbon emissions, also include membership in the U S .  Depanment of Energy’s Climate Challenge (now Power 
Partners) program Since 1994, voluntary annual reporting ofGHG emissions thmugh the EIA-l605(b) Repon since 1995 and participation in the Chicago Climate 
Exchange (CCX), a voluntary but legally binding cap and trade program dedicated to reducing greenhouse gas emissions since 2003. Because ofTampa Electric’s 
inanbenhip in the CCX, its reported CO, emissions are audited annually by the Financial Industry Regulatory Authonty (formerly National Assocititiotion of Securities 
Dealers), which has certified the results thus far. In January 2008, the CCX recognired Tampa Electric for achieving its Phase I GHG reduction commitment of4% 
below the average o f  the years I998 through 2001. Tampa Electric has committed lo an additional 2 percent reduction in greenhouse gas emissions by 2010 for CCX 
Phase 11. 

llhere are pending initiatives on the federal and state levels to adopt Climate legislation that would require reductions in greenhouse gas (GHG) emissions. 
Tampa Electric has inade significant investments in emissions reductions that have demonstrated that coal can be utilized as an environmentally sound, economic and 
reliable electric generation fuel source. It is Tampa Electric’s position that there are several key elements that should be included in any legislative plan addressing 
greenhouse gases. Tampa Electric supports an economy wide cap and trade system that directly provides allocations to regulated entities that actually reduce CO1 
emissions. Because Tampa Electric has already achieved substantial greenhouse gas reductions, i t  believes any climate policy must fully recognize these early 
reductions. Tampa Electric would support legislation that provides aggressive funding for the development of new technology that reduces, captures and sequestff 
greerthouse gases and ensure that compliance timelines are coordinated with the availability of such technology. Tampa Electric would support legislation that keeps 
energy prices affordable and not harm economic competitiveness. It believer that such economic cenainty is also needed to promote major investment in new 
technology and that comprehensive zmtegies to reduce GHG on a global basis must include meaningful commitments From other developed and developing nations 1.0 

reduce GHG emissions. For information conceming potential new stale and/or federal legislation limiting CO; emissions, see the Environmental Compliant+ 
Carbon Reductions section of MD&A . 

Supqfund and Former Momfacrurrd Gas Plant Sires 

Tampa Electric Company, through its Tampa Electric and Peoples Gas divisims, i s  a potentially responsible party (PRP) for cenain superfund sites and, through 
its Peoples Gas division, for cenain former manufactured gas plant sites. While the joint and several liability associated with these sites presents the potential for 
significant response costs, as of Dec. 31.2007, Tampa Electric Company has estimated its ultimate financial liability 10 be aporoximately $ I I .5 million, with the 
majority attributable to the Peoples Gas division, and this amount has been 

IO 

22 



~ ~~ ~~~ ~~ 

reflected in the consolidated financial Statements. The environmental remediatian costs associated with these sites, which are expected to be paid over many years, are 
not expected to have a significant impact on customer prices. 

The estimated amounts represent only the estimated portion of the cleanup costs attributable to Tampa Electric Company. The estimates to perform the work are 
based on actual estimates obtained from mnlnctors or Tampa Electric Company's experience with similar work adjusted for site specific conditions and agreements 
with the respective govemmenral agencies. The estimates are made in current dollars, are not discounted and do not assume any insurance recoveries. 

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

Factors that could impact these estimates include the ability ofother PRPs to pay their pro rata portion of the cleanup costs, additional testing and investigation 
which could expand the scope af the  cleanup activities, additional liability that might arise fmm the cleanup activities themselves or changes in laws or  regulation^ that 
could require additional remediation. These costs may be recoverable through customer mtes established in future base rate proceedings. 

Capaal Erpendirures 

In total, Tampa Electric spent an estimated $I 05.8 million in 2007 on environmental pmjects. Environmental expenditures are estimated at $94.9 million for 
2008 and an additional $99.0 million in total for 2009 through 2012. These totals inelude the expenditures required to comply with the EPA Consent Decree and to 
undertake comprehensive environniental operations improvements at Big Bend Station, the largest project ofwhich is to install SCRs on each ofthe coal-fired units. 

In 2007, Tampa Electric spent approximately $78.9 million for compliance with the EPA Consent Decree requirements at Big Bend Station for early NOn and 
PM emissions reductions. Estimated expenditares for the on-going early NOx emission reductions in 2008 are estimated at $71.7 million and an additional $66.0 
million in 2009-2012. In a letter dated Aug. 19,2w4, Tampa Electric notified the EPA that based on the results of a comprehensive study performed on Big Bend 
Station, Big Bend Units 1 ,2 ,3  and 4 would continue to be fired on coal and as such wil l  comply with the applicable pmvisions ofthe Consent Decree associated with 
this decision, including installation of SCRs for the reduction ofNOn. 

In addition, Tampa Electric is undertaking B number of large environmental projects at Big Bend Station that were identified voluntaily to enhance 
envimnmental operations at the site, including the reeyclelsettling ponds, new slag de-watering bins that will replace the existing industrial waste water permitted slag 
pond system, a new gypsum storage area, and upgrades to the stom water system. Also, the company will remove the vast majority ofcoal-combustion pmduc1 source 
material from the existing systems in conjunction with construction ofthe newlreplacement systems. In 2007, Tampa Electric spent approximately $13.8 million on 
these environmental operations projects. Estimated expenditures for the continued implementation of these projects in 2008 are estimated at $10.4 million, with an 
additional $8.0 million in 2009-2012. 

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

PGS operates as the Peoples Gas System division of Tampa Electric Company. PGS is engaged in the purchase, distribution and sale of natural gas for 
residential, commercial, indusmal and electric power generation customers in the State of Florida. 
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Gas is delivered to the PGS system through three interstate pipelines. PGS does not engage in the exploration for or pmduction ofnatural gas. PGS operates ii  
natural gas distribution system that soyes more than 334,000 customers. The system includes approximately I 1,000 miles ofmains and 6,000 miles ofservice lines. 
(See PGS' Franchises section below.) 

In 2007, the total throughput far PGS was I .4 billion therms. Of this total throughput, 9% was gas purchased and resold to retail customen by PGS, 69% was 
third-party supplied gas that was delivered for retail transportation-only customers. and 22% was gas sold off-system. Industrial and power generation customers 
consumed approximately 68% of PGS' annual therm volume, commercial customers used approximately 26%, and the balance was consumed by residential cu~tomers. 

M i l e  the residential m d e t  represents only a sinall percentage of total them volurne, residential operations generally comprise almost 25% of total revenues. 

N a ~ m l  gar has historically been used in many traditional industrial and commercial operations throughout Florida. including production of products such as 
steel, glass, ceramic tile and f w d  pmducts. Within the PGS operating territory, large cogeneration facilities utilize gas-fired technology in the production of electric 
power and steam. 

Revenues and t h e n s  for PGS for the years ended Dec. 3 I, are as follows: 

Reupnurs Therms 
2007 2006 2001 2w7 2006 200.T ------ {mllliaw 

Residential $ 140.2 $ 146.0 $ 138.9 70.1 73.0 70.7 
Commercial 
Industrial 
Power generation 
Other revennes 
Total 

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

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

$ 5 9 3 . 0  $ 571.9 16549.5 1,402.9 1,301.0 1,137.3 ------ 
PGS had 5x3 employees as of Dec. 31,2007. A m a l  of 90 employees in six of PGS' I5 operating divisions are represented by various union organizations. 

Regulation 

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

The basic costs ofproviding natural gas service, other than the costs ofpurchased gas and interstate pipeline capacity, are recovered through base rates. Base 
rates are designed IO recover the costs ofowning, operating and maintaining the utility system. The rate ofretum on rate base, which i s  intended to approximate PGS' 
weighted cost ofcapital, primarily includes its cost for debt. deferred income taxes at a zero cost rate, and an allowed m u m  on common equity. Base rates are 
determined in FPSC proceedings which -cur at irreylar intervals at the initiative ofPGS, the FPSC or other parties. For I descnprion ofrecent proceeding activity, 
see the RegulatiobPGS Rates section of MD&A 

PGS recovers the costs it pays for gas supply and interstate transportation for system supply through the purchased gas adjustment clause. This charge is 
designed to recover the costs incurred by PGS for purchased gas, and for holding and using interstate pipeline capacity for the transporlation of gas it sells to its 
EUStOmerTS. These 
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Gas Supplies 

PGS purchases gas from various suppliers depending an the needs of i ls  customers. The gas is delivered to the PGS distribution system through three interstate 
pipelines on which PGS has reserved firm lmsponation capacity for delivery by PGS to its customers. 

Gas is delivered by Florida Gas Transmission Company (FGT) through mom than 59 intmcmnections (gate stations) serving PGS' operaling divisions. In 
addition, PGS' Jacksonville Division receives gas deliverd by the South Georgia Natural Gas Company pipeline through two gate stations located n m h w s t  of 
Jacksonville. Gulfstream Natural Gas Pipeline provides delivery through six gate sktions. 

Companies with firm pipeline capacity receive priorily in scheduling deliveries during times when the pipeline is operating at its maximum capacity. PCS 
pxsollly holds sufficient firm capacity to permit it to meet the gas requirements of its system commodity customers, except during localized emergencies affecting the 
PGS distribution system and on abnormallycold days 

Firm transpanation rights on an interstate pipeline represent a right to use the amount of the capacity resened for transponation ofgas on any given day. PGS 
pays reservation charges on the full amount of the reserved capacity whelher or no1 it acmally uses such capacity on any given day. W h e n  the capacity is actually used, 
PGS pays a volumetrically-based usage charge For the amount of the capacity actually used. The levels of the reservation and usage charges are regulated by FERC. 
PGS actively markets any excess capacity available on a day-to-day basis to panially offset costs recovered through the Purchased Gas Adjustment Clause. 

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

Neither PGS nor any of the interconnected interstate pipelines have storage facilities in Florida. PGS occasionally faces situations when the demands of all of its 
customers for the delivery of gas cannot be met. In these inafances, it is necessaly that PGS intempt or a n a i l  deliveries to its interruptible E U S ~ O ~ ~ T S .  In general, the 
largest of PGS' industrial customers are in the categories that are first cunailed in such situations. PGS' tariff and transpatation agreements with these customers give 
PGS the right to diven these cuslomer~' gas to other higher priority users during the period of cunailment or inlermption. PGS pays these customers for such gas at the 
price they paid their suppliers, or at a published index price, and in either case pays the C U S I ~ "  for charges incurred for interstate pipeline nansponation to the PGS 
system. 

Franchises 

PGS holds franchise and other rights with approximately I00 municipalities throughout Florida. mese franchises give PGS a right IO occupy municipal rights 
of-way within the rranchise a m .  The franchises are irrevocable and are not subject to amendment without the consent of PGS, although in cenain events, they are 
subject to forfeiture. 

Municipalities are prohibited from panting any franchise for a term exceeding 30 years. Several franchises contain purchase options with respect to the purchase 
of PGS' pmpeny located in the Franchise area, if the franchise is not renewed; otherwise, based on judicial precedent, PGS is able to keep its facilities in place subject to 
reasonable mles and regulations imposed by the municipalities. 

PGS' franchise agreeinem with the incorporated municipalities within its service area have various expiration dales ranging from the present through 2032. PGS 
expects to negoliate I0 to I 2  franchises in 2008, the majority ofwhich will be renewals ofexisting agreements. Franchise fees payable by PGS, which totaled $9.7 
million in 2007, are calculated using various formulas which are based principally on natural gas revenues. Franchise fees are collected from only those customers 
within each franchise area. 
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Utility operations in areas outside of incorporated municipalities are conducted in each case under one or more permits to use state or county rights-of-way 
granted by the Florida Depanment ofTransponation m the county commissioners of such counties. There is no law limiting the time for which such permits may be 
granted by countiff. There are no fixed expinlion dates and these rights are, therefore. considered perpetual. 

Environmental Matters 

PGS’ operations are subject to federal, State and local staNfes, mles and regulations relating to the discharge of materials into the environment and the protection 
of the environment generally that require monitoring, permitting and ongoing expendiNres. 

Tampa EIectCc Company is one of several potentially responsible panies for catain superfund sites and, through PGS, far former manufactured gas plant sites. 
See the previous discussion in the Environmental Matters section of Tampa Electric-Electric Operations 

capitor  dit^^^^ 

During the five years ended Dec. 3 I ,  2W7, PGS has not incurred any material capital expenditures to meet environmental requirements, nor are any anticipated 
for2008 through 2012. 

TECO COAL 

Overview 

TECO Coal, with offices located in Corbi 
underground imines as well as coal processing fac 

lucky, is a wholly owned subsidialy of TECO Energy, Inc. and through its subsidiaries operates surface and 
in eastem Kentucky, Tennessee and southwestem Virginia. 

TECO Coal owns no operating a~sets  but holds (either directly or indirectly through its subsidiaries) all ofthe common stock of Gatliff Coal Company, Rich 
Mountain Coal Company. Cl imwod Elkhom Mining Company, Pike-Letcher Land Company, Premier Elkhom Coal Company, Perry County Coal Corporation, Bear 
Branch Coal Company. and all ofthe membership interests in TECO Synfuel Administration, LLC, TECO Synfuel Holdings, LLC and TECO Synfuel Operations 
LLC. The TECO Coal subsidiaries own or c ~ n t m l .  by lease, mineral rights, and own or operate surface and underground mines, synthetic fuel production facilities and 
coal processing and loading facilities. TECO Coal produces, processes and sells bituminous, predominately low sulfur coal of steam. industrial and metallurgical 
grades 

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

In 2007, TECO Coal subsidiaries sold 9.2 inillion tons ofcaal. All ofthis coal was sold to customers atherthan Tampa Electric. Ofthe total sold. 6.0 million 
tons were produced as pan ofthe synthetic fuel program that ended on Dec. 31,2007. As of Dec. 3 I ,  2007, the TECO Coal operating companies had a combined 
estimated 277.1 million tons of proven and probable rccaverable reselyes. 

History 

In 1967, Cal-Glo Coal Company was formed. It mined a product containing low sulfur, low ash fusion characteristic and high energy content. Realizing the 
potential for this product to meet its combustion, qualily, and environmental requirements, Tampa Electric purchased Cal-Glo Coal Company in 1974. In 1982, after 
several years ofcontinued growth and SUCE~SS,  TECO Coal Corporation was fumed and Cal-Glo Coal Company was renamed as Galliff Coal Company. Rich 
Mountain Coal Company was established in 1987 when leases were signed for prapenies in Campbell Counry, Tennessee. 
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1988 saw a marketing change in which GatlitTCoal Company began selling ferro-silicon and silicon grade products. In 1988, properties were acquired in Pika 
County, Kentucky and Clintwood Elkhom Mining Company was formed. Premier Elkhom Coal Company and Pike Letcher Land Company were fonned in I99 I ,  when 
additional pmperry was acquired in Pike and Letcher Counties, Kentucky. 

In 1997. Bear Branch Coal Company secured key leases for property located in Perry County and Knott County, Kentucky. 

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

TECO Synfuel Holdings, LLC and TECO Synfuel Operations, LLC were formed in 2003 to administer the production and sale ofsynfuel product at various 
TECO Coal subsidiaries. A related subsidiary, TECO Synfuel Administration, LLC, was formed in 2W7. 

In 2004, the acquisition of properties and the Millard Preparation Facilities (currently idle) from AEP, Kentucky Coal, LLC was completed. The property and 
facility are located in Pike County, Kentucky. 

Mining Operations 

TECO Coal currently has four mining complexes, all operating in Kentucky wiih a ponion of Clintwwd Elkhom Mining Company operating in Virginia as well. 
A inining complex is defined as all mines that supply a single wash plant, except in the case of Clintwwd Elkhom Mining Company and Premier Elkhom Coal 
Company, which provide production for TWO wash plants. These complexff blend, process and ship coal thai is produced from one or inore mines, with a single 
complex handling the coal production of as many 8s 14 individual underground or surface mines. TECO Coal uses two distinct extrdclion techniques: continuous 
underground mining and dozer and front-end loader surface mining. The complexes have been developed at strategic IoEationS in close proximity to the TECO Coal 
preparation plants and rail shipping facilities. Coal is transported from TECO Coal's mining complexes to customers by means of railroad cars, trucks, barge or vessels, 
with rail shipments representing approximately 89% of2007 coal shipments. The map below shows the locations of the four mining complexes and TECO Coal's 
offices in Curbin, Kentucky. 
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Facilities 

Coal mined by the operating companies of TECO Coal is processed and shipped from facilities located at each of the operating companies, with Clintwood 
Elkhom Mining Company and Premier Elkhom Coal Company having two facilities. The Clintwmd facilities are located at Biggs, Kentucky and Hurley, Virginia and 
the Premier facilities are located at Mym, Kentucky and the Millard facility, which is presently idle, is located at Millard, Kenucky. The equipment at each facility is in 
g w d  condition and regularly maintained by qualified personnel. Table I below is a summary ofTECO Coal processing facilities: 

PROCESSING FACILITIES SUMMARI 
Table 1 

RAILROAD 
- COMPANY FACILITY LOCATBOA SERVlCE UTILITY SERVICE 

Gatliff Coal Ada Tipple Himyar, KY CSXT Railmad RECC 
Clinwwd Elkhom Clinwood #2 Plant Biggs, KY Norfolk Southem Amencan Electric Power 
Ciinwood Elkhom Clintwood #3 Plant Hurley,VA Norfolk Southem American Electric Power 
Premier Elkhom Bear Branch Plant Myra, KY CSXT Railmad American Electric Power 
Premier Elkhom Millard Plant Millard, KY CSXT Railmad American Electric Power 
Perry county Coal Perry County Plant Harard,KY CSXT Railread Amencan Electric Power 

Significant Projects 

Significant projects for 2007 included the following: 

Perry County Coal 

Construction of the €4-2 mine slope and shafl was completed and production began in the E4-2 underground mine. This is the access to the reserves in 
the Elkhom 4 seam, which is generally a highquality steam coal. 

Premier Elkhorn Coal 

Two significant surface disturbance permits were issued allowing work to begin that will access over 8 million tons of recoverable mal. 

Clintwwd Elkhorn Mining 

The Clinwmd #2 preparation plant is in the process of modifying the existing circuit which will result in a IS% capacity increase in the raw coal feed. 

29 



Mining Complexes 

Table 2 below shows annual production for each mining complex for each of the lasi three yean. 

MINING COMPLEXES 
Tsble 2 

Gatlit? coal company 

P m " r  Elkhnn Coal 

TOTAl 

ortstion 2006 2005 2007 
T 026 0 3 t  0 3 4  0 21 1974 

Lorstla" 
Bell Counly, KYlKnor 
County, KYICampbcll 

Caunly, TN 

Pikc County, KYI U,S CM.DIL. R . W V  2.66 2.63 2.18 2.87 1988 
IIM. A 

Huchanan Counly. VA 

PikoCounty,KYiLclchrr U .S  CM.D/L 1I.T.W 3.15 3.33 3.31 3.04 1991 
Counq.KYlF!qd %Til3 

County, KY 

Pcm/Counly,KYI U S  CM.DIL. R.T.3 3 0 5  3.57 3.37 3.M 20w 
l1M B.TlH 

Lrihc Coumy, KYI 
Knoll County, KY 

_ _ _ _ _ .  

9.12 9.89 9.20 9.22 

s-surfas0 
U-Undergrouiid 
CM<onlmuous Miner 
DIL-Dozers and Fmnl-End loadcrs 
IIM-lli~hhwrll Mincr 
A-Au~cr  
R-Rail 
WB-Rail m Bqgc 
RrV-.Rril to osca,, YCISCl 
T-Truck 
TIH-Truck 10 Rrr& 

GatliRConl Company 

Located in Bell Couniy, Kentucky. Gatliff Coal Company is Supplied by one surface mine. Principal products at ihis location fon~ i s t  pnmady  of high quality 
steam coal for ulilities. Products from rhis operation are lransported by trucking fmtract~rs. Rich Mountain Coal Company formerly operated as a contra~tor for Gatliff 
Coal Company's Tennessee production which is currently in nonproducing reclamation status. Two leases associated with the Moores Creek ~ ~ S W J C  area were 
terminated. resulling in B 2.0 million ton decrease in mineable W S ~ N ~ S .  Gatliff Coal Company produced 0.26 million tons ofcoal in 2007, leaving a ~ S S C N ~  base of 
6.8 million recoverable tons. 

Clinhvood Elkhorn Mining Company 

Clintwuod Elkhom Mining Company has two facilities. One is located near Biggs, Kentucky in Pike County, and is supplied by I I underground mines and three 
surface mines. Principal products at the B i a s ,  Kentucky location include high volatile metallurgical coals and sleam coals. The second Clintwood Elkhom Mining 
Company facility is laeated near Hudey, Virginia and is supplied by two underground mines and three surface mines. The H w l e Y  Vireinia ODmtion facility also 
supplies high-volatile metallurgical coal as well as 
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steam coal products. Products from both locations are shipped domestically to customm in North America via Norfolk Southem Corporation and ves~els via the Great 
Lakes. lnlemational customers receive their products via wean vessels 
C l i n r w d  Elkhom Mining Ccmpany totaling over I 2  million tons of recoverable coal was completed in 2007. In total, Clintwood Elkhom Mining Company produced 
2.7 million tons of coal in 2007, leaving a reserve base of 51.5 million recoverable tons. 

Lambens Point, Virginia. A transfer ofreserves from Premier Elkhom Coal Company to 

Premier Elkhorn Coal Company 

Located near Myra, in Pike County, Kentucky, Premier Elkhom Coal Company is supplied by production from seven underground mines and six surface mines. 
Principal products include high-quality steam coal for utilities, specialty stoker products for fmo-silicon and industrial customers, PCi and metallurgjcal coal for the 
Steel mills. Facilities include a unit train load-out with 200 car siding capable of loading at 6,000 tons per hour as well as a single car siding. Products from this location 
are shipped domestically via CSXT Railroad and trucking contractors. All production is performed by Premier Elkhom Coal Company even though Pike Letcher Land 
Company  control^ by fee and lease all ofthe recoverable reserves. Premier Elkhom Coal Company transferred over 12 million tons of recoverable coal to Clintwood 
Elkhom Mining Company in 2007 and increased its own reserve base by securing surface propeny necessaly to reclassify mineable coal from resource Io reserve. 
Premier Elkhom Coal Company produced 3.1 imillion tons ofcoal in 2007, leaving a reserve base of 81 million recoverable tons. 

Perry County Coal Corporation 

Located near Hazard, Kentucky in Perry County, Perry County Coal Corporation is supplied by three underground mines and one surface mine. Principal 
products include high quality steam coal for ut 
train load-outs, each capable of loading at 5,000 tons per hour. Products from this location are shipped domestically via CSXT Railroad and trucking contracfom. Perry 
County Coal Corporation produced 3.0 million tons of coal in 2007, leaving a reserve base of 137.8 million recoverable tons. 

es, industrial stoker and PCI products. Fac es include an upgraded 1,350 ton per hour preparation plant and two unit 

TECO Synfuel Operations, LLC 

In April 2003, TECO Coal sold a 49.5 percent ownership interest in its synthetic fuel production racilities, an additional 40.5 percent in June 2004 and 8 percent 
in July 2005 (See the TECO Coal section of MD&A ). Sales ofthe fuel pmcesed through these types of racilities were eligible for "on-conventional fuels tar credits 
under the lntemal Revenue Code. The p m g "  to abrain these ?AX credits ended on Oec. i l ,2007, also ending further production. TECO Coal had received Private 
Letter Rulings from the h e m a l  Revenue Service confirming that the facilities praduced a qualified fuel eligible for synthetic fuel tan credits available for the 
production of such non.conventional fuels and resalved any uncertainty related to the sale of its interest in the production facilities. 

The synthetic fuel tancredit isdetermined annually and was estimated to be$l.21 permillion Blu in 2007, $1.17 per million Btu in 2006 and $1.15 permillinn 
BN in 2005. This rate escalated with inflation but was limited by domestic oil prices. The weighted average price of domestic oil for 2007 exceeded $72.00 per banel 
resulting in a 67% phase-out ofthe credirs allowed for 2007. See the TECO Coal section ofthe MD&A for further discussion ofthe Synthetic fuel tax credit. 

Sales and Marketing 

The TECO Coal marketing and sales force includes sales managers, distnbutionilnnsponsi~" managers and administrative personnel. Primary customers ere 
utilities, steel companim and industrial plants. TECO Coal sells coal under long-term agreements, which are generally classified as greater than 12 months, and on a 
spot basis. which is geneally classified as le% than 12 months. 
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The terms of these coal sales contracts result from bidding and extensive negotiations with cutomem. Consequently, these contracts typically vary signiticamly 
in price, quantity, quality. length, and may contain terms and conditions that allow for periodic price reviews. price adjusnnent mechanisms, recovely of govemmental 
impositions as well as provisions for force majeure, suspension, termination. treatment of environmental legislation and assignment. 

Distribution 

TECO Coal transpons coal from its mining complexes to cummers by rail, barge, vessel and trucks. TECO Coal employs transpottation specialists who 
coordinate the development of acceptable shipping schedules with QUI C U S ~ O I I I ~ ~ ,  transpottation providers and mining facilities. 

Competition 

Primaly competitors of TECO Coal’s subsidiaries are other coal suppliers, many of which are located in Central Appalachia. Even though consolidation and 
bankruptcy have decreased the number of coal suppliers, the industry is still intensely competitive. To date, TECO Coal has been able to compete for coal sales by 
mining high-quality steam and specialty cods, including coals used for making coke and fumace injection, and by effectively managing production and processing 
costs. 

Employees 

As of Dee. 3 I ,  2007, TECO Coal and its subsidiaries employed a total of 1,052 employees. 

Regulations 

Mine Safety and Health 

The operations of underground mines, including all related surface facilities, are subject to the Federal Coal Mine Safety and Health Act of 1969, the 1971 
Amendment and the Miner Act of 2006. TECO Coal’s subsidianes are a l ~ o  subject to various Kentucky. Tennessee and Virginia mining laws which require approval of 
roofcontrol, ventilation, dust control and other facets of the coal mining business. Federal and state inspectors inspect the mines to ensure compliance with these law!:. 
TECO Coal believes it is in substantial compliance with the slandards ofthe various enforcement agencies. It is unaware of any mining laws or regulations that would 
materially affect the market price ofcoal sold by its subsidiaries. although recent mining accidents within the industry could lead to new legislation that could impose 
additional E D E ~ S  on TECO Coal. 

Black Lung Legislation 

Under the Black Lung Benefits Revenue Act of I977 and the Black Lung Benefits Reform Act of 1971, as amended in 1981, each coal mine operator must make 
payment offederal black lung benefits to claimants who are current and fonner employees, certain sulyivom of a miner who dies from black lung disease, and to a tmst 
fund for the payment ofbenefits and medical expenses to claimant$ who last worked in the coal industry prior to Jul. 1, 1973. Historically. B small percentage of the 
miners currently seeking federal black lung benefits are awarded these benefits by the fedeml govemment. The mst fund is funded by an excise tan on coal production 
ofup  to $1.10 per ton for deep-mined EM] and up to $0.55 per ton for surface-mined coal, neither amount to exceed 4.4% ofthe gross sales price. 

In 2000, the oepanment of Labor issued new amendments to the regulations implementing the federal black lung laws that, among other things, establish a 
presumption in favor of a claimant’s treating physician, limit a coal operator’s ability to introduce medical evidence, and redefine Coal Workers Pneumoconiosis Io 
include 
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- 
chronic obstmctive pulmonav disease. These changes in the regulations have increased the percentage ofciaiins approved and the overall cost ofblack lung to coal 
operators. TECO Coal, with the help of its consulting acruaries, intends to continue monitoring claims very closely. 

Workers’ Compensation 

TECO Coal’s subsidiaries are liable for workers’ compensation benefits for lrJumatic injury and occupational exposure claims under state workers’ 
compensation laws. Workers’ compensation laws are administered by Stale agencies with each state having its own set afmles and regulations regarding compensation 
that is owed 10 an employee that is injured in the course of employment. 

Environmental Laws 

Surface Mining Control and Reclamation Act 

Coal mining operations are subject to the Surface Mining Contml and Reclamation Act of I977 which places a charge of$O.l5 and $0.35 on every net ton of 
underground and surface coal mined, respectively, to create a fund far reclaiming land and water adversely affected by past mal mining. Other provisions establish 
standards for the control of environmental effects and reclamation ofsurface coal minine and the surface effects of  undermound cwal minine and reauirements for 
federal and state inspections. 

Clean Air AcIlClesn Water Act 

While conducting their mining operations, TECO Coal’s subsidiaries are subject 10 various federal, state and lwal air and water pollution standards. In 2007, 
TECO Coal spent approximately 162.6 million on environmental pmtection and reclamation programs. TECO Coal expects to spend a Similar amount in 2008 on these 
prograt7ls. 

CERCLA (Superfund) 

The Comprehensive Environmental Response, Compensation, and Liability Act (“CERCLA-ommoniy known as Superfund) affects coal mining and hard 
mck operations by creating liability far investigation and remediation in response to te lea~es ofhazardous substances into the environment and for damages to natarai 
resources. Under Superfund, joint and several liabilities may be imposed on waste generators, site owners or operators and others regardless of fault. 

Under EPA’r Toxic Release lnventoly process, companies are required to report annually listed toxic materials that exceed defined quantities. 

Glossary of Selected Mining Terms 

Assigned re~erves .  Coal which has been committed by the coal company to operating mine shatls, mining equipment, and plant facilities. and all coal which has 
been leased by the company to others. 

Bituminous coal. The most common type ofcoal with moistwe content less than 20% by weight and heating value of  10,500 to 14,000 Btu per pound. It is 
dense and black and oflen has well-defined bands ofbnght and dull material. 

Btu. (British Thermal Unit). A measure of the energy required Io raise the temperdture of one pound ofwater one degree Fahrenheit. 

Central Appalachia. Coal producing states and regions of eastem Kentucky, eastem Tennessee. westem Virginia and southem West Virginia 

Coal seam. Coal deposits occur in layers. Each layer is called a r seam.'^ 
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Coal washing. The process of removing impurities, such as ash and sulfur based compounds, from coal 

Compliance c o d  Coal which, when bumed, emits I .2 pounds or less of sulfur dioxide per million Btus, which is equivalent to .72% sulfur perpound of 12,000 
BN coal. Compliance coal requires no mining with other coals or use of sulfur dioxide reduction technologies by generators of electricity to comply with the 
requirements ofthe federal Clean Air Act. 

Continuous miner. A machine used in underground mining lo cut coal +om the seam and load it onto conveyors or into shuttle cars in a ~ o n f i n u o u ~  operatim. 

Continuous mining. One oftwo major underground mining methods now used in the United Slates. This process utilizes a continuous miner. The continuous: 
miner removes or ‘ ‘ ~ ~ 1 s ’ ’  the coal from the seam. The loasened coal lhen falls on a conveyor for removal IO a shuttle car or larger conveyor belt system. 

Deep mine. An underground coal mine. 

Dozer and Front-end loader mining. An open-cas1 method ofmining that uses large dozers together with trucks and loaders to remove overburden, which is 
used to backfill pits afler coal removal. 

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

Force majeure. An event that may prevent the company from conducting its mining operations as a result of in whole or in pan by: Acts of God, wars, riots, 
tires. explosions, breakdo-s or accidents; strikes, lockouts or olher labor difficulties; lack or shortages of labor, materials, utilities, energy sources, compliance with 
govemmental d e s .  regulations or other govemmenlal requirements; any other like causes. 

High “01 met coal. Coal that averages approximately 35% volatile matter. Volatile matter refen to a constituent that becomes gaseous when heated IO certain 
temperatures. 

Highwall miner. Am auger-like apparatus that drives parallel rectangular entries From the surface d a r n  to 1,000 feet deep. 

Industrial coal. Coal used by industrial steam boilers to produce electricity or process steam. It generally is lowcr in Btu heat content snd higher in mlatile 
tnaner than inetallurgical coal. 

Long term contracts. Contracts with t a m s  of one year or longer. 

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

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

Metsllurgiral coal. The vanous grades of coal suirable for carbonization to make coke for s l e d  manufacture. Also known as “met” coal, i t  possesses four 
impOrtant qualilies: volatility, which affects coke yield; the level of impurities, which affecls cake quality; composilion, which affects coke lrength; and basic 
characteristics, which affect coke oven safety. Met coal has a panicularly high Btu. but low ash content. 

Overburden. Layers of eanh and rock covering a coal seam. In surface mining operations, overburden is removed prior to coal extraction 

Overburden ratio. The amount ofoverburden commonly slated in cubic yards that must be removed to excavate one ton ofcoal 
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Pillar. An area of coal left to support the overlying Strata in a mine; SOmetimeS left permanently to support surface smcfures. 

Pneumoconiosis. A lung disease caused by long-continued inhalation of mineral or metallic dust. 

Preparation plant. Usually located on a mine site, although one plant may s a v e  seveml mines. A preparation plant is a facility for crushing, sizing and washing 
coal to prepare it for use by a particular customer. The washing process has the added benefit ofremoving some of the coal's sulfur  ont tent. 

Probable (Indicated) reserves. Reserves for which quantity and grade andor  qualiry am computed From infomation Similar to that used for proven reserves, 
but the sites for inspection, sampling and measurement are fanher apart: therefore, the degree of assurance, although lower than that for proven reserves, is high enough 
to assume continuity between points ofobservation 

Proven (Measured) reserves. Reserves for which (a) quantity is computed from dimensions rcvealed in outcrops, trenches, workings or drill holes; grade andlor 
quality are computed from the results ofdetailed sampling and @) the sites for inspection, sampling and measurement me spaced so closely and the geologic character 
is so well defined that size, shape, depth and mineral content ofreserves are well established. 

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

Reclamation. The process of restoring land and the environment to their approximate original state following mining aclivifies. The process commonly includm 
"recontounng" or reshaping the land to its approximate original appearance, restoring topsoil and planting native grass and ground COYCTS. Reclamation operations art: 
usually underway before the mining o f a  particular site is completed. Reclamation is closely regulated by both sate and federal law. 

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

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

Resource (Non-reserve coal deposit). A coal-bearing body that does not qualify as a commercially viable coal reserve. Resources may be classified as such by 
either limited property control, geologic limitations, insufficient exploration or other limitations. In the future, it is possible that panions ofthe resource could be re- 
classified as reserve if those limitations are removed or mitigated by: improving market conditions, additional propetiy c~nlrol,  favorable results of explordtion, 
advances in technology, etc. 

Roof. The stratum ofrock or other mineral above a coal seam; the overhead surface of a coal working place. Same as "tog." 

Room and pillar mining. In the underground room and pillar method ofmining. continuous mining machines cut three to nine entries into the coal bed and 
connect them by driving crosscuts, leaving a series ofrectangular pillars, or columns of coal to help support the mine roof and control the flow of air. As mining 
advances, a &like pattem ofentnes and pillars is formed. Additional coal may be recovered from the pillars as this panel ofcoal is retreated. 

Spot market, Sales ofcoal under an agreement for shipments over a period of one year or less. 
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Steam coal. Coal used by power plants and industrial steam boilers to produce electrisily or precess steam. It generally is lower in Btu heat content and higher in 
volatile matter than metallurgical coal. 

Sulfur. One ofthe elements present in varying quantities in coal that contributes to envimnmental degradation when coal is bumed. Sulfur dioxide is produced 
as a gaseous by-product of coal combustion. 

Sulfur content. C a d  i s  commonly described by its sulfur content due to the imponance of sulfur in environmental regulations. “Low sulfur’’ coal has n variet,y 
of definitions but is typically used to describe coal consisting of 1 .O% or less sulfur. A majority ofTECO Coal‘s Central Appalachian reserves are of low sulfur gradas. 

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

Synthetic Fuel (Synfuel). A solid fuel  that is produced by mining EMI andlor coal waste with various additives, causing a chemical change to occur within the 
original praduct. 

Tipple. A structure that facilitates the loading of coal into rail cars 

Tons. A “short” or net ton is equal to 2,000 pounds. A ”long” or British ton is 2,240 pounds; a “inetric” tonne is approximately 2,205 pounds. The shotr ton is 
the unit of m ~ a ~ u r e  referred to in this Form IO-K. 

Unassigned reserves. Coal which has not been cammined. and which would require new mineshafts, mining equipment, or plant facilities before operations 
could begin in the property. 

Underground mine. Also known as a “deep” mine. Usually located several hundred feel below the earth’s surface, an undersound mine’s coal is removed 
mechanically and transferred by shunle car or conveyor lo the surface. 

Unit train. A train “ f a  specified number o f  cars carrying only coal. A typical unit train can cany st least 10,000 tons of coal in a single shipment. 

Utility cod. Coal used by power plants IO produce electricity or process steam. It generally is lower in Bfu heat content and higher in volatile matter than 
metallurgical coal. 

TECO GUATEMALA 

TECO Guatemala, Inc. (formerly TWG Non-Merchant, Inc.), has subsidiaries that have interests in independent power projects in Guatemala and R minorir) 
ownership interest in an electrical distribution utility and affiliated entities. The T K O  Guatemala subsidiaries had I33 employees as afDec. 3 I, 2007. 

TECO Guatemala indirectly owns 100% ofCentral Generadora Elktrica San Jose, Limitada (CGESJ), the owner of B project located in Guatemala, which 
consists of B single-unit pulverized-coal baseload facility (the San Jose Power Stalion). This facility was the tint coal-fueled plant in Central America and meets 
envimnmental standards set by the World Bank. In 1996, CGESJ signed a U S  dollar-denominated power purchase agreement (PPA) with Einpresa Elktrica de 
Guatemala, S.A. (EEGSA), the largest private distribution and generation company in Central America, to provide I20 megawatts of capacity and energy for I 5  years 
beginning in 2000. In 2001, CGESJ signed an oplion with EEGSA lo extend that PPA for five yean at the end of its currcnt term for approximately $2.5 million. 
Tecnologia Maritima, S.A. (TEMSA), an indirect wholly-owned subsidiary, in addition IO receiving the coal shipments for CGESJ, provides unloading services to third 
parties. Affiliates ofTECO Guatemala had originally obtained $1 14 million of limited recourse financing from Bank of Amerlca (BOA), Overseas Private Investment 
Corporation (OPIC) and Tmst Company of the West (TCW) far the San J o d  Power Station. In 2004, CGESJ paid off its loans with BOA, OPIC and TCW with 
proceeds from a nun-recourse $1 20 million loan from a syndication led by Banco Industrial. 
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Tampa Centro Americana de Electricidad, Limilada (TCAE), an entity 96.06% owned by TPS Guatemala One, Inc., a subsidiary of TECO Guatemala. and the 
owner o f a  natural gas-powered facility (the Alborada Power Station), has a U.S. dollar-denominated PPA wilh EEGSA to provide 78 megawatls of capacity for a 15- 
year period ending in 2010. In 2001. TCAE signed an aption with EEGSA 10 extend that PPA for five years at the end of ils cumnt term for approximately $2.9 
million. EEGSA is responsible for providing the fuel for the planl, with B subsidiary of TECO Guatemala providing assistance in fuel administration. Affiliates of 
TECO Guatemala had originally obtained $29 million of limited recourse financing from OPIC for the Alborada Power Station. In 2002, TCAE paid off ils loan with 
OPlC with a portion of the proceeds from a non-recourse $25 million loan from Banco Indus td .  a local bank in Guatemala. 

In 1998, DECA II, B con~ortium that includes an affiliate ofTECO Energy, Iberdrola. an electric utility in Spain, and Electricidade de Ponugal, an electric utility 
in Pomgal, completed the purchase of an 80.9% ownership inlerest in EEGSA for $520 million. TECO Guatemala contributed $100 million in equity and owns a 30% 
interest in this consortium. At this time, the o"niu in  maintains a controlling interest in EEGSA and other affiliate companies which provide. among other things, 
electricity transmission services, telecommunication services, and power sales to large electric customers and engineering Services. EEGSA 
customem in and around the metropolitan area ofGuatemala City. 

more than 800,001l 

For CGESJ, TCAE and DECA II, TECO Guatemala has obtained political risk insurance for currency inconvatibility, expropriation and political violence 
covering TECO Gualemala's indirect equity investment and economic retums. 

Our existing plants in Guatemala operate under environmental permits issued by the local environmental authorities. The plants were built in accordance to 
World Bank Guidelines of I988 and 1994, at the time of construction of these assets. TECO Guaremala complies with strict monitoring programs established by the 
local Ministry of Environment-MARN, which regulates local environmental laws and monitors compliance. TECO Guatemala has an environmental emission COntlalS 
plan, monitoring programs as per the approved permits and lender requirements, pursuant to the referenced World Bank Guidelines. 

TECO Guatemala operates its facilities under an appmved environmental management plan, providing for efficient facility operation while assuring worker 
health and safety and reducing environmental impacts. 

TECO TRANSPORT 

On Dec. 4.2007. TECO Energy completed its sale of TECO Transport for cash to an unaffiliated investment group. The selling price of $405 million resulted in 
an after-tax gain of $149.4 million, before lransaction related costs of $16.3 million afler tan. As a result of its continuing involvement via a water-bome lransponation 
contract with Tampa Electric, all ie~ul ts  through Dec. 3,2007 are accounted for in continuing operations. 

TECO Transport directly or indirectly owned an interest in nine subsidiaries involved in water-bome transponalion, storage and transfer ofc-oal and other dry- 
bulk commodities. These subsidiaries included TECO Ocean Shipping, Inc. (Ocean Shipping), TECO Barge Line, Inc. (Barge Line). TECO Bulk Terminal, LLC (Bulk 
Terminal) and TECO Towing Compsny. 

TECO Transport's subsidiaries performed substantial services for Tampa Electric. Throw& Dec. 3,2007, approximately 32% o f  TECO Transport's revenues 
were from Tampa Electric and approximately hR% were from third-pany customers includingphusphate customera. steel industry customers, grain customers, coal and 
petroleum coke customem. and paniciparion in the U S .  Govemment's cargo preference programs. The pricing for services performed by TECO Transport's operaling 
companies for Tampa Electric was based on a 
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market-based fixed-price per ton, generally adjusted quarterly for changes in certain fuel and price indices. Most of the third-party utilization of the ocean-going vessels 
(ships and barges) were for domestic and international movements of dry-bulk commodities and domestic phosphate movements. Both the terminal and river transport 
operations handled a variety of dry-bulk commodities for third-party customers. 

Competition within TECO Transport's markets was based primarily on geographic markets served, pricing, and service level. The majority of the ocean business 
and all of the river business was subject to the Jones Act, which prohibits the use of non-U.S. flag vessels for movement between U.S. ports. Thhe business ofTECO 
Transport's subsidiaries, taken as a whole, was "01 subject to significant seasonal fluctuation, but was sensitive to weather and economic conditions. 

The Interstate Commerce Act exempts from regulation water transportation of certain dry-bulk commodities. In 2007, all transportation services provided by 
TECO Trampon's subsidiaries were within this exemption. TECO Transport's subsidiaries were subject to the provisions of the Clean Water Act of 1977 which 
authorizes the Coast Guard and the EPA to assess penalties for oil and hazardous substance discharges. Under this Act, these agencies are also empowered to assess 
clean-up costs for such discharges. In 2007, TECO Transport spent $0.5 million for environmental compliance. 

TWC MERCHANT, INC. 

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

Item 1A. Risk Factors. 

General Business and Operational Risks 

General eeonomk conditions may adversely affect our businesses. 

Our businesses are affected by general economic conditions. In particulhr, the prajected growth in Tampa Electric's service area and in Florida is imponan110 
the realization of Tampa Electric's and PGS' respective forecasts for annual energy sales growth. An unanticipated downtum or a failure ufmarket conditions to 
improve, such as the current slowdown in the housing markets, in the Tampa Electric service areas or in Florida's economy could adversely affect Tampa Electlick or 
PGS' expected perfannance. 

TECO Coal and T K O  Guatemala are also affected by general economic conditions in the industries and geographic areas they serve, both nationally and 
internationally. 

Potential competitive changes may adversely affect our regulated electric and gas businesses. 

Thhe U S .  electric power industry has been undergoing restructuring. Competition in wholesale power sales has been introduced on a national level. Some state:; 
have mandated or encouraged competition at the retail level and, in some situations, required divestiture of generating assets. W i l e  there is active wholesale 
competition in Florida, the retail elecrric business has remained substantially free from direct competition. Although not expected in the foreseeable future. changes in 
lhe competitive environment occasioned by legislation, regulation, market conditions or initiatives of other electric power providers, particularly with respect to retail 
competition, could adversely affect Tampa Electric's business and its expected pdonnance. 
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The gas distribution industry has been subject to competitive forces for several years. Gas services provided by PGS are now unbundled for all no"-residential 
customers. Because PGS earns margins on distribution of gas but not on the commodity itself, unbundling has not negatively impacted PGS' results. However, fu tu r  
stmclural changes that we cannot predict could adversely affect PGS. 

Our electric and gar businesses are highly regulated, and any changes in regulations or the regulatory environment could lower revenues or inereme costs or 
COmpetitiO". 

Tampa Electric and PGS operate in highly regulated industries. Their retail operations, including the pricw charged, are regulated by the FPSC, and Tampa 
Electric's wholesale power sales and transmission services are subject to regulation by the FFRC. Changes in regulatoly requirements or adverse regulatory actions 
could have an adverse effect on Tampa Elecmc's or PGS' financial performance by, for example, increasing competition or costs, threatening investment recovery or 
impacting rate swucture. 

PGS i s  currently earning below the bottom of its allowed ROE range, and Tampa Electric's earnings may decrease and i t  may not he able to earn its allowed 
return with the current base rates. 

PGS is currently eaming below the bottom of its allowed ROE range, and expects to file for base rate relief in 2008. Tampa Electnc's profitability may decrease 
and i t  may nut he able to eam within its allowed ROE range under its current base rates due to higher recurring capital spending primarily in the tmnsmision and 
distribution areas and generally higher levels of nun-fuel operations and nmintenance spending, even without the construction of new generating capacity. 

Our financial results could be adversely affected if the base rate proceedings expected by Tampa Electric and PCS do not have the expected outcomes. 

Tampa Electric and PGS expect to seek base rate increases to recover higher levels ofnon-fuel operations and maintenance spending and the increased level of 
capital investments in facilities and infrastructure. While the FPSC has a history ofconstructive regulation, we cannot predict the outcome ofany such regulatory 
proceeding. If cos1 recovery is not @anted or if the allowed mum on equity is reduced, our financial results could be adversely affected. 

Changes in the environmental laws and regulations aNeeting our businesses could increase our costs or CurtPil our activities. 

Our businesses are subject to regulation by various govemmental authorities dealing with air, water and other environmental matters. Changes in compliance 
requirements or the interpretation by governmental authorities ofexisting requirements may iinpose additional Costs on us or require us Io Cuttail solne of our 
businesses' activi ties. 

There i s  increasing debate and discussion regarding the regulation of CHC, emissions and %me states have already proposed or enacted regulstions relating 
to these emissions, which i f  enacted could increase our costs or the costs of our customers or curtail sales. 

Among our companies, Tampa ElectCc has the most significant number of stationary SUUTC~S with air emissions. The form of any GHG emission regulation, 
either federal or state, is unknowo at this time and potential costs to reduce GHGs are unknown. Presently there is no viable technology to remove C O ;  post- 
combustion from Conventional coal-fired units such as Tampa Electric's Big Bend units. 

Regulation in Florida allows utility companies to recover from C U S I O ~ ~ R  prudently infumed costs for compliance with new environmental regulations. Tampa 
Electric would expect to recover from customers the costs ofpower plant modifications or other costs required to comply with new GHG emission regulation, but 
increased costs for electricity may cause customen to change usage pattems, which would impact Tampa 
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Our businesses are sensitive to variatiom in weather and the effects of extreme weather, and have sea&" variations. 

Most of OUT businesses are affected by variations in general weather conditions and unusually severe weather. Tampa ElcCtric'S and PGS' energy sales are 
particularly sensitive to variations in weather conditions. Those companies forecast energy sales on the basis of normal weather, which represents a long-tenn historical 
average. Signifcant varialias from normal weather could have a material impact on energy sales. Unusual weather. such as hurricanes, could adversely affect 
operating costs and sales and cause damage to our facilities, requiring additional costs to repair. 

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

Variations in weather conditions elso affect the demand and prices for the commodities sold by TECO Coal. Severe weather conditions could intempt or slow 
coal production or rail transportation and increase operating costs. 

Commodity price changes may affect the Operating costs and competitive positions of our businesses 

Most ofour businesses are sensitive to changes in coal, gas. oil and other commodity prices. Any changes could affect the prices these businesses charge, their 
operating costs and the competitive position of their products and services. 

In the case of Tampa Electric, fuel costs used for generation are affected primarily by the cost of coal and naturd gas. Tampa Electric is able to vecovcr 
prudently incumd costs of fuel through retail ~ustomers' hills, hut increases in fuel costs affect elecmc prices and. therefore, the competitive position ofelectricity 
against other energy sources. 

The ability 10 inake sales and the margins enmed on wholesale power sales are affected by the cost of fuel to Tampa Electric, particularly as it compares to the 
costs of other power producers. 

In the case of PGS, costs for purchased gas and pipeline capacity are recovered through retail customers' hills. but increases in gas costs affect total retail prices, 
and therefore. the competitive position of PFS relative to electricity, other forms of energy and other gas suppliers. 

In the case ofTECO Coal, the selling price ofcoal may cause it to either decrease or increase production. Ifproduction is decreased, there may be costs 
associated with idling facilities or wile-offs of reserves that are no longer economic. 

Changer in customer energy usage patterns may affect sales at our utility companies 

The average energy usage per Tampa Electric and PGS' residential customer declined in 2006 and 2007. We believe that this was in response to mild weather, 
higher energy prices reflected both through the fuel charge on bills and for higher energy prices in general, increased appliance efficiency. and to changes in residential 
construction parterns in Tampa Electric's service area. In addition, the current slowdo- in the Florida housing market has increased the number o f  vacant residences 
which have active meten bur minimal energy consumption 

The utilities' forecasts are based on normal weather pattems and long-term historical trends in customer energy use patterns. Tampa Electric's and PGS' ability 
to increase energy sales and earnings could be negatively iinpacted ifenergy prices increase in general and customen continue to use less energy in response to highel- 
"ergy prices. 
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The number of new multi-family homes has increased relative to traditional detached single-family homes in 2006 and 2007. New multi-family residential 
consrmction tends to be smaller and more energy efficient than traditional detached residences; therefore, the per-residential customer usage is lower for these 
residences. The number of multi-family building pennits issued in the Tampa area increased in 2W7 compared to detached single-family residencq which indicates, 
that this wend may continue. A higher percentage of multi-family residences may cause a further decline in per-residential customer usage. 

We rely on some transmission and distribution issets that we do not own or control to deliver wholesale electricity, as well as natural gas. Iftransmission is 
disrupted, or ifcapaciQ is inadequate, our ability to sell and deliver electricity and natural gas may be hindered. 

We depend on transmission and distribution facilities owned and operated by other ut es and energy companies to deliver the electricity and natural gas we 
sell Io the wholesale and retail markets, as well as the natural gas we purchase for use in our elechic generation hcilities. If trdnsmission is diwpted, or if capacity i:j 
inadequate, OUT ability to sell and deliver products and satisfy our contractual and service obligations may be hindered. 

The FERC has issued regulations that require wholesale electric transmission Services to be offered on an open-access, "on-discriminatmy basis. Although tht:se 
regulations are designed to encourage competition in wholesale market Irmsactions for electricity, there is the potential that fair and qua1 access to transmission 
systems will not be available or that sufficient transmission capacity will not be available lo transmit elechic power as we desire. We cannot predict the timing of 
industq changes 8s B result of these initiatives or the adequacy of transmission facilities. Likewise, unexpected intemption in upstream nafuml gas supply or 
tranmiSSion could affect our ability to generate power or deliver natural gas to local distribution customem. 

We may he unable to take advantage of our existing tax credits and deferred tax benefits. 

We  have generated significant tax credits and defemd tax assets that are being cartied over to future periods to reduce future cash payments for income tax. Clur 
ability to utilize the carry-over credits and deferred lax assets is dependent upon sufficient generation of future taxable income. 

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

We test our long-lived assets and goodwill for impainnent annually or more frequently ifcertain triggering events OCCUT. Should the current carrying values 01- 
any of these assets not be recoverable, we would incur charges IO wile down the assets to fair market value. 

Problems with operations could cause us to incur subrtantial costs 

Each of our subsidiaries is subject IO various operational lisks, including accidents, or equipment failures and operations below expected levels of performance 
or efficiency. As operators of power generation facilities, our subsidiaries could incur problems such as the breakdown or failure ofpower generation equipment. 
transmission lines. pipelines or other equipment or processes that would result in performance below assumed levels of output or efficiency. Our outlook assumes 
nunnal operations and normal maintenance periods for our operating companies' facilities. 

Our international projects are subject to risks that could result in losses or increased costs. 

Our projects in Guatemala involve numerous risks that are not present in domestic projects, including expropriation, political instability, currency exchange rate 
fluctuations, repatfiation restrictions. and regulatory and legal uncenainties. TECO Guatemala attempts to manage these nsks through a variety of risk mitigation 
measures, including specific ~ ~ n t r a ~ t u a l  provisions, obtaining "on-recourse financing and obtaining political risk insurance where appropriate. 
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l fwe are unable to maintain capital expenditures at the forecasted levels, we may need to draw on credit facilities or access the capital markets on unfavorablit 
terms. We cannot be sure that we will be able to obtain additional financing, in which case our financial position. earnings and credit ratings could be adversely 
affected. 

Our financial condition and ability to access capital may he materially adversely affected by ratings downgrades and we cannot be assured of any rating 
Improvements in the future. 

Our senior unsecured debt is rated a$ investment grade by Moody’s Investor’s Services (Moody’s) st Baa3 with a stable outlook, hut below investment Fade  by 
Standard &Poor’s (S&P) at BB+ with a stable outlook, and by Fitch Ratings (Fitch) st BB+ on Raring Watch Positive. The seniw unsecured debt ofTampa Electric 
Company is rated by S&P at BBB-with a stable outlook, by Moody’s at Baa2 with a positive outlook and by Fitch at BBB+ and on Rating Watch Positive. Any 
downgradesby the rating agencies may affect our ability to boirow, inay change requirements for future collateral or margin pustings, and may increase our financing 
costs, which inay decrease our earnings. We also may experience greater interest expense than we may have otherwise if, in future periods, we replace maturing debt 
with new debt bearing higher interest rates due to m y  such downgrades. In addition, downgrades could adversely affect our relationships with C U S I O ~ R S  and 
counlelpanies. 

At current ratings, Tampa Electric and PGS are able to purchase electricity and gas without providing collateral. If the ratings o f  Tampa Electric Company 
decline to below investment grade, Tampa Electric and PGS could be required to post collateral to suppon their purchases of electricity and gas. 

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

We are a holding company and are dependent on cash flow from our subsidiaries to meet our cash requirements that are not satisfied from extemal funding 
sources. Some of our subsidiaries have indebtedness containing restrictive covenants which, if violated, would prevent them from making cash distributions to us. In 
panicular, cenain long-term debt at PGS prohibits payment ofdividends to us ifTampa Electric Company’s consolidated shareholders’ equity is lower than $500 
million. At Dec. 3 I ,  2007, Tampa Electric Company’s consolidated shareholders’ equity was approximately $ I .U billion. Also, our wholly owned subsidialy, TECO 
Diversified, Inc., the holding company for TECO Coal, has a guarantee related to a coal supply agreement that could limit the payment ofdividends by TECO 
Diversified to us (see the Significant Financial Covenants table in the Liquidity, Capital Resources Sections of MD&A). 

Various factors could affect our ability t o  sustain our dividend. 

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

We are vulnerable to interest rate changes and may not have BICPSS lo capital at fworsble  rates, if s t  all. 

A ponion of our debt bears interest at variable rates. increases in interest rates, therefore, may require a greater portion of our cash flow to be used to pay 
interest. In addition, changes in interest rates and capital markets generally affect our cost of bomwing and access to these markets. 

Item IB. UNRESOLVED STAFF COMMENTS. 

None 
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item 2. PROPERTIES. 

TECO Energy believes that the physical propertiff of its operating companies are adequate 10 canyon their businesses as currently conducted. The propertier; of 
Tampa Electric are subject to B first mortgage bond indenture under which no bonds are currently outstanding. 

TAMPA ELECTRIC 

Tampa Electric has seven electric generating plants and seven combustion turbine units in service with a total net winter generating capability of4,602 
megawatts. including Big Bend (I  ,605-MW capability from four coal units), Bayside (I ,837-MW capability from two natural gas units), Phillips (35.4-MW capability 
from two diesel units), Polk (255-MW capability from one integrated gasification combined cycle (IGCC) unit), three combustion turbine units (CTs) located at Big 
Bend (129-Mw) and four CTs at Polk (734.4-MW). Additionally, Tampa Electric has 6-MW ofgenerating capability from generation units located at the Howard 
Cumen Advanced Waste Water Treatment Plant in the City ofTampa. 

Units at Big Bend went into service from 1970-1 985. The Polk IGCC unit began commercial operation in 1996. In 1991, Tampa Electric purchased two power 
plants (Dimer Lake and Phillips) from the Sebring Utilities Commission (Sebring). Phillips was placed in sewice by Sebring in 1983. Dinno Lake was retired from 
service in Janualy 2003. Bayside Unit I was completed in April 2003 and Bayside Unit 2 was completed in Janua~y 2004. 

Tampa Electric owns I17 substations having an aggregate transfonner capacity o f 2  1,101 Mega Volts Amps (MVA). The transmission system consists of 
approximately 1,309 pole miles (including underground and double-circuit) of high voltage m n m i s s i m  lines, and the distribution system consists of 6.137 pole miles 
of overhead lines and 7,893 trench miles of underground lines. As ofDec. 31,2007, there were 668,721 mctcrs in sewice. All ofthis property is located in Florida. 

All plants and imponant fined assets are held in fee except that titles to some of the propenies is subject to easements, leases, Wntracts, covenants and similar 
encumbrances and minor defects of a nature common to propenies of the size and character of those of Tampa Electric. 

Tampa Electric has easements for rights-of-way adequate for the maintenance and operation of its electrical transmission and distribution lines that are not 
constructed upon public highways, roads and streets. It has the power ofeminent domain under Florida law faor the acquisition ofany such rights-of-wq for the 
operation of transmission and distribution lines. Transmission and distribution lines located in public ways are maintained under franchises or permits. 

Tampa Electric Company has a long-term lease for the office building in downtown Tampa which serves as headquanen for TECO Energy, Tampa Electric, 
PGS. and TECO Guatemala. 

PEOPLES GAS SYSTEM 

PtiS' distribution system extends throughout the areas it sewes in Florida and consists of approximately IJ,OOO miles of pipe, including approximately 11,000, 
miles of mains and 6,000 miles ofservice lines. Mains and sewice lines are inaintained under rights-of-way. franchises or permits. 

PtiS' operations are located in I5 operating divisions throughout Florida. While most of the operations and administwive facilities are owned, a small numbel- 
are leased. 

TECO COAL 

Proper* Control 

Operations aiTECO Coal and its subsidiaries are conducted on both owned and leased propenies totaling nearly 250,000 acres in Kentucky, Tennessee and 
Virginia. TECO Coal's current practice is to obtain a title 
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review from a licensed attomey prior lo purchasing or leasing pperry .  As is typical in the coal mining industry, TECO Coal generally has not obtained title insurmx 
in connection with its acquisitions ofcoal reserves andlor related surface properties. In many cases, the seller or lessor will grant the purchasing or leasing entity a 
wamnty ofproperty title. W e n  leasing coal ieserves andlor related surface properties where mining has previously occurred, TECO Coal may opt not to perform a 
separate title confinnation due to the previous mining activities on such a property. In cases involving less significant properties and consistent with indusrry practices, 
title and boundaries to less significant properties n e  verified during lease or purchase negotiations. 

In situations where propmy is controlled by lease, the lease tenm are gennally sufficient lo allow the reserves for the associated operation to be mined within 
the initial lease term. In fact, the terms of many of these leases extend until the exhaustion ofthe mineable and merchantable coal from the leased property. If, however, 
extensions ofthe original lease term became necessary, provisions have generally been made within the original lease to extend the lease term upon continued payment 
of minimum royalties. 

Coal Reserves 

As of Dec 3 I ,  2007, thc TECO Coal operating companies had a combined estimated 277.1 million tons ofproven and probable recoverable reserves. All ofthe 
reserves consist of High Vol A Bituminous Coal. Reserves are the portion of the proven and probable tonnage that meet TECO Coal's economic criteria regarding 
mining height, preparation plant recovery, depth of overburden and stripping ratio. Generally, these reserves would be commercially mineable at year-end price and cost 
levels. Additionally, 64 million 100s of coal classified as ''resource" were identified in earlier third-party audit reports. Ry securing additional surface property leases in 
2007. we were able to reclassify some ofthe coal previously listed in the 'Yesource'' category as "reserves". The tofal identified remurce now stands at 51.5 million tons 
ofcoal. 

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

Proven (Measured) Reserves-Reserves for which (a) quantity is computed from dimensions revcaled in outcrops, trenches, working or drill holes: grade 
andlor quality are computed from the r e s ~ l t ~  of detailed sampling; and (b) the sites for inspection. sampling and measurement are spaced so closely and the geologic 
character is so well defined that size, shape, depth and mineral content ofreserves are well-established. 

Probable (Indicated) ReservesReserves for which quantity and gnde andlor quality are computed from information similar to that used for proven reserves, 
but for which the sit- for inspection. sampling and m e a s ~ ~ m e n t  are fanher apart or are othenvise ISS adequately spaced. The degree ofassurance, althaugh lower 
than that for proven reserves. is high enough to assume continuity between points of observation. 

Drill hole spacing for confidence levels in reserve calculations is based on guidelines in U.S. Geological Survey Circular 891 (Coal Resource Classification 
System ofthe U.S. Geological Survey). In this method of classification, "proven" reserves are considered to be those lying within one-quarter mile ( I  ,320 feet) of a 
valid point of measurement and "probable" resews are those lying between one-quarter inile and three-quanm mile (3,960 feet) from such an observation point. 

Our reserve estimates are prepared by our staff of geologists, whose experience range from I 5  years to 30 years. We also have two chief geologists with the 
responsibility to trdck changes in reserve estimates, supervise TECO Coal's other geologists and coordinate third party reviews of our reserve estimates by qualified 
mining consultants. In 2007, a third-pany reserve audit was performed by Marshall Miller & Associates on the portion of reserves acquired during 2007. The results uf 
that audit are reflected in the numbers within this report. 
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Table 3 below shows recoverable reserves by quantlty and the method orproperty control as well ab  the Asslgned and Unassigned reserves per m m n g  complm 

RECOVERABLE RESERVES BY QUANTITY ''1 

(Millions of tons) 
Table 3 

Aasiancd "' Unairiped"' - 
Minin~ Complcr LOCa'i." Total Proven Probsblc Owned Leased 2007 2006 2007 2006 _--______ __ __ 
Gad#ff Coal company 

Bell County, KYIKnor Counw, 

KYlCsmpbcll County, TN 6.8 6.2 0.6 1.C 8.8 0.4 0.7 6.4 8.4 
Cliniwood Elkham Mining 

PtkcCuunly, KYI 

Premier ElWlan Coal 

Pcny C"" Coal 

ToUl 

Buchanrn Counly. VA 5 1  5 41.8 7.7 3.9 476  51.5 39.0 ~ ~ 

Pike Counv, K Y R c l i e ~  
County. KYI Yloyd County. 

KY 81.C 64.5 16.1 46.1 34.3 72.1 84.9 8.9 - 

Pcm Counly. K Y I  

LErlicCounly. K Y I  
Knoll Counly, KY 1 3 7 . 8 1 3 7 . 8  140.9 ~ ~ i n n  52.6 85.2 ~ - - ~  -_-- __ _- 

277.1 167.5 109.6 51.t 2 2 5 . 5 2 6 1 . 8  265.5 15.3 8.4 

Table 4 below shows the recoverable reserves by quality, including sulfur content and coal type, per mining complex: 

RECOVERABLE RESERVES BY QUALITY ''8 

(Millions of tons) 
Table 4 

Minine Complex 

Gatliff Coal Company 
Clintwood Elkhom Mining 
Premier Elkham Coal 
P e q  County Coal 

Total 

S"lf". contcnt 

Rccovcrablu Hnenes Compllmcc Avrrsgr BTUllb 
(Million, ortuns, <,"A" >I%"'  Tans "' AI rrceivrd Cod TIP 'I' - 

51.5 23.0 28.5 23.0 13,400 HVM, LSU, PCI 
81.0 29.0 52.0 22.1 13,350 IS, LSU, PCI 

6.8 6.2 0.6 - 13,5W LSU 

137.8 130. I 7.7 76.8 13.195 LSU,PCI,V 
277.1 121.9 

Notes: 
(I) 

(2) 
(3) 

(4) 

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

<I% or >I % refers to sulfur conlent as a percentage in coal by weight. 
Compliance coal is any coal that emits less than I .2  pounds of sulfur dioxide per million BTU when bumed. Compliance coal meets sulfur emission standards 
imposed by Title IV of the Clean Air Act. 
Reserve holdings include metallurgical coal reserves. Although these metallurgical coal resewes receive the highest selling price in the current market when 
marketed to steel-making customers, they can also be marketed as an ultra-high BTU, low sulfur utility coal for electricity generation. 

HVM-High Vol Met 
LSU-Luw Sulfur Utility 
PCl-Pulvetized Coal Injection 
V-Various 
IS-Industrial Storker 
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Reserve Estimation Procedure 

TECO Coal's reserves are based on over 2,800 data paints, including drill holes, prospect ~iieasurements, and mine measurements. Our reserve estimates also 
include information obtained from our on-going exploration drilling and in-mine channel sampling programs. Reserve classification is detmrined by evduation of 
engineering and geologic information along with economic analysis. These reserves are adjusted periodically to reflect fluctuations in the economics in the market 
andlor changes in engineering parameten andlor geologic conditions. Additionally, the information is constantly being updated to reflect new data for existing property 
as well as new acquisitions and depleted reserves. 

This data ,nay include elevution, thickness, and, where samples are available, the quality ofthe coal h-om individual drill holes and channel samples. The 
information is assembled by qualified gcologists and engineers located throughout TECO Coal. Infoonnation is entered into ruphisticated computer modeling programs 
from which prel iminq reserves estimations are generated. The information derived from the geological database is then combined with data on ownership or control of 
the mineral and surface interests to determine the extent ofthe reserves in a given area. Determinations ofreserves are made after in-house geologists have reviewed the 
computer models and manipulated the grids to better reflect regional trends. 

During TECO Coal's reserve evaluation and mine planning, the company takes into account facton such as restrictions under railroads, roads, buildings, power 
lines, or other S ~ W C ~ U T ~ S .  Depending on these factors, coal recovay may be limited or. in some instances, entirely prohibited. Current engineering practices are used to 
determine potential subsidence zones. The footprint of the relevant StmfNTe, as well as a safely angle-of-draw, are considered when mining near or under such 
facilities. Also, as part of TECO Coal's reserve and mineability evaluation, the company reviews legal, economic and other technical facton. Final review and 
recoverable reserve detennination is completed afler a thorough analysis by in-house engineen, geologists and finance associates. 

TECO GUATEMALA 

TPS San Jose, LDC, a subsidialy of TECO Guatemala, b c . ,  has a 100% ownership in a project entity, CGESJ, which owns approximately 152 acres in Masagua, 
Guatemala on which the 120 MW coal-fired Sari Jose Power Station is located. TPS Guatemala One, Inc., a subsidialy of TECO Guatemala, has a 96.06% interest in 
TCAE, which owns approximately I I acres in Escuintla, Guatemala on which the 78 MW oil-fired Alborada Power Station is located. TPS Operaciones, a subsidialy of 
TECO Guatemala which provides operations, maintenance and administrative suppon to CGESJ and TCAE, owns approximately 43 acres in Masagua, Guatemala. 

TECO TRANSPORT 

Effective Dee. 4,2007, TECO Transpon was sold IO an unaffiliated inve~lment group. This section describes its propenies as ofthat date. Bulk Tenninal's 
storage and transfer terminal was on a I ,070-acre site fronting on the Mississippi River. approximately 40 miles south of New Orleans. Bulk Terminal owned 342 of 
these acres in fee, with the remainder held under long-term leases. 

Barge Line operated a fleet of 14 line vessels, 6 harbor vessels, and 627 liver barges, approximately 74% ofwhich i t  owned, on the Mississippi, Ohio and Illinois 
rivers and their tributaries. TECO B q e  owned I5 acres of land fronting on the Ohio RiveT at Metropolis. Illinois on which its operaling offtces, warehouse and repair 
facilities were located. Fleeting and repair services for its barges and those of other barge lines were performed a1 this location. Additionally, Barge Line performed 
fleeting activities in Davant. Louisiana. where Bulk Terminal was located. 
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Item 3. LEGAL PROCEEDINGS. 

From time to time, we are a pany to, or othenvise involved in, lawsuits, claims, proceedings, investigations and other legal matters that have arisen in the 
ordinaly course ofconducting our business. While the outcome of these lawsuits, claims, proceedings, invetigations and other legal manen which we are a party to, or 
otherwise involved in, cannot be predicted with certainty, any adverse outcome to lawsuits against us may result in a material adverse effect on our financial condition. 

For a discussion of the resolution ofpreviously disclosed legal proceedings and an update ofpreviously disclosed environmental matters, see Notes 12 and 8 , 
Commitments m d  Contingencies, of the TECO Energy, Inc. and Tampa Eleclnc Company Consolidated Financial Statements ,respectively. 
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Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS 

No matter was submitted during the fourth quaner of2007 to a vote ofTECO Rnergy's security holders. through the solicitation ofproxies or otherwise. 

EXECUTIVE OFFICERS OF THE REGISTRANT 

The names, ages, current positions and principal occupations during the last five yeas  of the current executive officers ofTECO Energy are described below. 

current m i t i o m  and Principal 

Chairman ofthe Board and Chief Executive Officer, TECO Energy, Inc. and Tampa Electric Company, July 2004 
to date, and prior thereto, Managing Partner for South Florida, Deloitte & Touche. LLP [public accounting), 
Miami, Florida. 

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

N.",C & Oerupations D u r i n ~  Lasf Flru Yesrs - 
Shemill W. Hudson 65 

Charles A. Attal, 111 48 

Charles R. Black 

William N .  Cantrell 

Clinton E. Childress 

Gordon L. Gillette 

John B. Ramil 

56 President, Tampa Electric Company, October2004 to date; Senior Vice President-Generation, TECO Energy. Inc. 
and Tampa Electric Company, September 2003 to October 2004; and prior thereto, Vice President-Energy 
Supply, Engineering and Construction, Tampa Electric Company. 

President, Peoples Gas System, since prior to 2003; President, Tampa Electric Company, September2003 to 
October 2004. 

Senior Vice President-Corporate Services and Chief Human Resources Officer, TECO Energy, Inc., October 
2004 to date and ChielHuman Resources Officer and Procurement Officer, Tampa Elecmc Company, Septemtter 
2003 to date; and prior thereto, Chief Human Resources Officer, TECO Energy. Inc. and Vice President-Human 
Resources, Tampa Electric Company. 

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

President and Chidoperating Off~cer, TECO Energy, Inc., July 2004 to date: Executive Vice President and Chief 
Operating Officer, TECO Energy, Inc., September 2003 to July 2004; Executive Vice President, TECO Energy. 
Inc., December 2002 to September 2003; President, Tampa Electric Company, April I998 to September 2003. 
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I .  J. Shackleford 61 President ofTECO Coal Corporation, since prior to 2003 

There is no family relationship between any of the persons named above or between executive officers and any director ofthe company. The tenn of office of 
each officer extends to the meeting of the Board of Directon following the next annual meeting of shareholders, scheduled lo be held on Apr. 30, 2008, and until such 
officer's successor is elected and qualified 
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PART I I  

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

The fallowing table shows the high and low sale prices for shares of TECO Energy common stock. which is listed on the New York Stock Exchange, and 
dividends paid per share, per quancr. 

2007 
High 
Low 
Close 
Dividend 

2006 
High 
Low 
Close 
Dividend 

I - o u . n r r l x p v l r n r r  

$ 16.22 $ 16.40 
$ 17.49 $ IX .58  

$ 17.21 $ 17.18 
$ 0.19 $ 0.195 

16 17.13 $ 16.75 
$ 15.97 $ 14.40 
$ 16.12 $ 14.94 
$ 0.19 $ 0.19 

- e  
$ 17.71 16 17.91 
$ 14.84 $ 15.58 
$ 16.43 $ 17.21 
$ 0.195 6 0.1195 

$ 36.20 $ 17.50 
$ 14.86 $ 15.57 
$ 15.65 $ 17.23 
$ 0.19 $ 0.19 

The approximate number of shareholders ofrecord ofcoininon stock ofTECO Energy as of Feb. 25,2008 was 16,601. Dividends on TECO Energy's common 
stock are declared and paid at the discretion of its Board of Directors. The primary S O U ~ C ~ S  of funds to pay dividends to its common shareholders are dividends and 
other distributions from its operating companies. TECO Energy's $200 inillion credit facility contains a covenant that could limit the p a p e n t  of dividends exceeding, 
$50 million, subject to increase in  the went TECO Energy issues additional shares of common stack, in any quarter. under certain circumstances. Certain long-tem? 
debt at PGS contains restrictions that limit the payment ofdividends and distributions an the common stock ofTampa Electric Company. 

In addition, TECO Diversified, Inc., B wholly-owed subsidialy vfTECO E n e r ~ y  and the holding company for TECO Coal, has a guarantee related to a cwal 
supply agreement that limits the payment o f  dividends to its common shareholder, TECO Energy, but does not limit loans or advances. 

See Liquidity, Capital Resourres--Cownmts in Financing Agreements section of MD&A, and Notes 6,7 and 12 to the TECO Energy Consolidated 
Financial Statements for additional infonnation regarding significant financial  covenant^. 

All of Tampa Electric Company's common stock is owned by TECO Energy, Inc. and, therefore. there is no market for the stock. Tampa Electric Company pays 
dividends substantially equal to its net income applicable to common stock to TECO Energy. Such dividends totaled $1 66.1 million in 2007, $169.4 million in 2006, 
and $173.4 million in 2005. See the Restrictions an Dividend Payments and Transfer of Assets section in Note 1 to the Tampa Electric Company Consolidated 
Finmcisl Statements for a description of restrictions on dividends on its common stock 
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Set fonh below is B ab le  showing shares ofTECO Energy coininon stock deemed repurchased by the issuer. 

Oct. 1,20074ct.31,2007 
No". I ,  2007-No". 30.2007 
Dec. l,ZW7--Dee,31,2W7 
Tom1 4' Quaner 2007 

(d) 
Maximum Number 

(CJ (or ApprOXlmntP 
Tufd Number of D ~ I I . ~  ~ ~ i ~ ~ ) ~ r  

(S) (bJ Shsres(or Vnih) Shares (ur Units) fhsf 
Total Numbcr of Avcrage Prier. Purchmcd SI Part of May Yet Bu 
Sharr. (or unit81 Paid WT Share cur ?ubli* Announced Purchased Uoder Ihr 
Pvrrhsrrd ''> V d f )  PI.". 01 Prwrsm, PIPM 0. Proynnls 

2,593 $ 16.46 - .- 
7,873 16 17.29 - ~- 
19,484 $ 17.45 - 
29,950 6 17.32 - 

.- - 

.- - 
(I) These shares were not repurchased through a publicly announced plan or program, but rather relate to compensation or retirement plans ofthe company. 

Specifically, these shares represent shares delivered in satisfaction of the exercise price andlor tax withholding obligations by holders of stock options who 
exercised options (granted under TECO Energy's incentive compensation planr), shares delivered or withheld (under the ienns of g m t r  under TECO Energy's 
incentive compensation plans) to offset tax withholding obligations associated with the vesting of restricted shares and shares purchased by the TECO Energy 
Group Retirement Savings Plan pursuant to directions from plan participants or dividend reinvestment. 
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~ ~~ ~ 

Shareholder Return Perhormsnee Graph 

The following graph shows the cumulative total shareholder return on our common stock on a yearly basis over the five-year penad ended Dec. 3 I ,  2007, and 
compares this retum with that afthe S&P 500 Index, the S&P Electric Utilities Index and the S&P Multi Utility Index. The S&P Electric Utilities Index is being 
replaced by the S&P Mulli U t i l i  lndex because TECO Energy is included in the S&P Multi Utility lndex forhaving both electnc and gas utilities. The Graph a m m ~  
that the value of the investmen1 in ~u 'cpmmonstocka?d ,eh  i@dFLzm$l a1,dividends were reinvested. 

/ =  ! 
December 31. 2002 2003 2004 2005 2006 2007 
TECO Energy, Inc. $ 1W $ 105 $ 119 $ 140 $ 147 $ 153 
S&P Electnc Utilities Index $ IO0 5 124 16 157 $ 185 $ 228 5 280 
S&P 500 Index 
S&P Multi Utility Index 

$ 100 $ I29 $ 143 $ 150 $ 173 $ 183 
$ 100 $ 140 $ 167 $ 196 $ 228 $ 253 
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Item 6. SELECTED FINANCIAL DATA OF TECO ENERGY, INC. 

~m;llro"s, exc<pp'psr Shd" Ilmuunw 

Yeon mdsdllrr. 31. 2u07 TU06 2w5 2004 2uu3 
RWe"""'' 
Net income (Iws) from continuing operatima" 

Net income (loss) mm discontinued 

Net income (loss) 

Total assets $ 6,765.2 $ 7,361.8 16 7,170.1 $ 8,972.4 $ 9,9643 
Long-term debt $ 3,158.4 $ 3,212.6 $ 3,709.2 $ 3,880.0 $ 4,392.6 
Eamings per share (EPSFbbasic: 

16 3,536.1 $ 3,448.1 $ 3,010.1 $ 2,639.4 $ 2,5629 
$ 398.9 $ 244.4 $ 211.0 $ (355.5) $ 1007 

14.3 I .9 63.5 (196.5) (1,005 8) 
Cumulative effect of change in accounting principle, net - ~ ( 4 3 )  ~ ~ 

$ 413.2 16 246.3 6 274.5 16 (552.0) 

s 1.91 s 1.18 $ 1.02 s (1.85) $ 0.56 
0.07 0.01 0.31 ( I  .02) (5.59) 

- (0.02) 

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

$ 1.98 $ 1.19 5 1.33 $ (2.87) $ (5.05) 

$ 1.90 5 1.17 $ 1.00 $ (1.85) $ 0.56 

EPS basic 
Eamings per share (EPSWiluted: 

From continuing operalions"' 
From discontinued operations"' 0.07 0.01 0.31 ( I  .02) (5.58) 

Dividends declared per common share 16 0.775 6 0.760 $ 0.760 $ 0.760 5 0.925 

~ From cumulative effect ofchange in accounting principle - - ~ ( 0 . 0 l )  
EPS diluted 16 1.97 $ 1.18 $ 1.31 $ (2.87) $ (5.04) ----- 
( I )  

(2) 

Amounts s h o m  include reclassifications to reflect dircontiwcd operations as discussed in Note 20 10 thc TECO Energy Cowolidated Financial Statements 

2007 includes a $14.3 million gain on the 2005 sale of Union and Gila afler reaching a favorable conclusion with taxing authorities. 2004 and 2003 include 
impairment charges of 5558.6 million and $100.1 million, respectively. See Notes 16 and 18 10 the TECO Energy Consolidated Financial Statements 
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Item 7. MANAGEMENT'S DISCUSSION & ANALYSIS OF FINANCIAL CONDITIONS & RESULTS OF OPERATIONS 

Thix Managirmenl k D i ~ c ~ w i w ~  ond Analysis conl~ ins fomord-lonking slalemenls. which ore s u ~ e c r  IO ;he inher-ml uncenoinlirs inprediclivg~i~rfure rrrulls 
and condirions. Aclual results may dif& molerirrlly f r m  those furrcasrrd. Such slolemenls w e  based on o w  currmi e*peclolions, ond we do no1 enderrake Io updole or 
reri.sr such,fom~ard,looking sIalemml.s, exccp1 os may he required by l a * .  Thesefurward-looking slaieineni~ inclrrde ,ofrrences IO our anrici/med capifol expenditwe$. 
liquidfry and,finoncinbr mrquivemenlr.. pr&red operolinc msulls. and w&oIwy and orherplarrs. Importanf/hcrors rkar wuld cause actual reuulrs 10 differ marerioliy 
from rhosepmircrrdin 1hese.fi~~ord-Iooking s ~ o ~ r m m l s  are discussed under "Risk Fbcnw~. " 

TECO Energy, /nu. i.s n holding company. andall of i1.r business is cundiicledlhmrrgh ;I,S subsidiaries. In ;his hfmnagemenl '$ Discu~.sion and Analysis, "MW, 
''OUI, "   our.^" and "US" v+/& lo T K O  E n r r ~ ,  Inc. and ils consolidarrdgrwp nfmmponies, m1es.y ihr conir.ri orhewise requires. 

OVERVIEW 

We are an energy-related holding company with four businesses consisting of regulated electvie and gas utility operations in Florida, Tampa Electric and Peoples 
Gas, respectively; TECO Coal, which owns and operates coal production facilities in the Cenml Appalachian coal production region; and TECO Guatemala, which i!; 
engaged in electric pwer generation and distribution and energy-related businesses in Guatemala. 

Our regulated Utility companies, Tampa Electric and Peoples Gas System (PGS) opente in the Florida market. Tampa Electric serves more than 668.000 retail 

more than 334,000 residential, commercial. industrial and electric power generating cu~tomers in all of the major 
cu~tomers in a 2,000 square ,nile service area in West Central Florida and has electric generating plants with a winter peak generating capacity of4,602 megawatts. 
PGS, Florida's largest gas distribution utility, 
metropolitan areas of the state, with a total natural gas throughput of I .4 billion therms in 2007. 

TECO Coal, through its subsidiaries, operates surface and underground mines and related cod  processing facilities in eastem Kentucky, Tennessee and 
southwestem Virginia, producing metallurgical-grade and high-quality steam COBIS. Sales in 2007 were 9.2 million tons, of which 6.0 million tons were sold as synthetic 
fuel. TECO Guatemala, through its subsidiaries, owns a coal-fired generating fdcility and has a 96% owmership interest in an oil-fired peaking power generating plant. 
both under long-tem c ~ n t r e c t ~  with a regulated distribution utility in Guatanala. It also has a 24% ownership interest in Guatemala's largest distribution utility, 
Empresa Elktrica de Guatemala (EEGSA), and in affiliated companies (in combination called DECA 11). which provide, among other things, electricily transmission 
services, telecommunication services, power sales to large electric customers and engineering services. 

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

With our parent level debt significantly reduced, our balance sheet much stmnger, our business risk profile reduced and our credir rating improved. we remain 
focused on our cash priorities, which arc to invest in our regulated utilities and to funher reduce parent debt. Sincc we began our exit from the merchant power business. 
we have reduced parent and parent-guaranteed debt from a peak level of $2.7 billion in 2002 to $1.3 billion at the end of2007. 

Following a series of major investments in unregulated domestic power generation facililies outside Florida and smaller unregulated energy services providm in 
Florida in the 2000 through 2W3 period, we implemented 
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our current business strategy, which is focused on our regulated utilities. The investments in 20W - 2003 were made in anticipation o f a  movement toward competitive 
energy markets. However, the wholesale power markets evolved in a iiianner that was much different than we expected at the time the investment decisions were made, 
and the independent power business changed dramatically (see the TWC Merchant section). In the exiting o f  the merchant power business, we sold assets at prices, 
below those we paid and recorded large wire-offs. We had issued significant  amount^ ofdebt at the TECO Energy parent level to fund portions of these inveslinmts, 
which negatively impacted our balance sheet and credit ratings. In 2003 and 2004, we decided IO divest our merchant power and unregulated energy services 
businesses, which usas completed in 2005. 

2061 PERFORMANCE 

Our businesses performed well in 2007 and our per-share results improved over 2006 levels. Net income and eamings per share were $413.2 million or $ I .98 per 
share in 2007, compared to $246.3 million or $I, 19 per share in 2006. Net income included the $1 49.4 million after-tax gain from the sale of TECO Transport, $16.3 
million of after-tax costs related to the sale of TECO Transport, $20.2 million of after-tax charges related to the debt e~tinguishmentiexchange transaction, and $52.6 
million ofaftei-tar benefits from the production ofsynthetic fuel. As a result of the closing ofthe sale. net income reflects TECO Transpon's results through Dec. 3, 
2007 

Our non-GAAP results in 2007, which exclude charges, gains and synthetic fuel results, on a per share basis were $I .07 per share. Our earnings in 2007 reflected 
improved results at Tampa Electric and T K O  Guatemala, lower parent interest expense as a result ofour debt retirement actions, and the results ofTECO Transport 
only through Dec. 3,2007. The nom-GAAP results exclude the gain and C O S ~ S  associated with the sale of TECO Transpon and the debt extinguishment charge. 

In 2007, we remained focused on supporting the growth o f  Tampa Electric and retiring parent debt. Tampa Electric has capital requirements associated with its 
growing customer base, environmental compliance, peaking generation and future baseload generation. To accomplish our objectives of supponing Tampa Electric's 
growh and reducing parent debt, in 2007 we announced our plan to sell TECO Transport, our well-established water transportation subsidiary. In December we 
completed the sale ofTECO Transport to an investment group led by Greensmeel Equity Partners, L.P. far $405 million ofgross proceeds. The sale allowed us to 
accelerate the retirement in 2007 of almost $300 million ofparent debt and $1 I I million ofparent-guaranteed debt. The accelerated debt retirement will allow us to 
deploy future cash generation that would othewise have been applied solely to debt reduction to a combination of investment in Tampa Electric and continued parent 
debt reduction. In 2007 we made an $82 million cash equity contribution to Tampa Electric to suppon its capital progrym. 

In early 2007, Tampa Electric announced that i t  planned to meet its 201 3 baseload generation needs with a 630-megawatt integrated gasification combined cyde  
(IGCC) plant with an estimated EOSI of $2.0 billion. h mid-2007. the Flunda Legislature enacted legislation that allows advanced cost recovery during the constmctim 
ofan IGCC unit, similarto legislation enacted for the ~on~ tmc t ion  ofnew nuclear unit^ in 2006. In addition, Tampa Elechic was successful in obtaining $133 million of 
federal tax credits for clean EMI technology that were expected to reduce the impact to  customer^. However, during thc certification ofneed process and after filing ttie 
required environmental permit applications, it became apparent that there would be uncertainty related to carbon dioxide (CO: )regulations, particularly capture and 
sequestration (CCS) issues for an extended period of time. (CCS is the process of separating CO, from a gas stream, compressing it and pumping it to a suitable 
geologic fonnation, typically deep underground, far long-tenn slorage.) Given the significant potential for the project cost to increase and the economic risk of these 
factors to c~sfomers  and investors. the project was deferred in October 2007. At this lime, Tampa Electric plans to meet its 2013 capacity need with a natural gas-fired 
combined cycle plant. 

We  continue to support IGCC as a critical component of future generation capacity in Florida and the nation, and believe the technology offers fuel diversity, i s  
the most environmentally responsible way to utilize 
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coal, and provides the best platform to capture and then sequester CO,. Once public policy issues regarding long-ten" CCS are resolved, demonstration projects can be 
conducted that will lead IO a beller understanding of the science, technologies and economics of sequestration. 

OUTLOOK 

We estimate our 2008 eamings per share to be in a range of $0.95 lo $I. IO,  compared to our 2007 non-GAAP results of $ I  .07, which excluded charges, gains 
and synthetic fuel results. This fornrst i s  for eamings from continuing operations, excluding m y  charges or gains that might occur. We expcct our two Florida militi8:s 
IO pruduce net income that is essentially unchanged from 2007 results. We expect somewhat higher results from TECO Coal, compared to 2007 results excluding 
synthetic fuel, and we expect lower results at TECO Guatemala in 2008 after a very strong 2007. In 2008, we expect the loss of eamings from TECO Transpon will tie 
partially offset by lower parent interest expense following the $297 million early debt retirement we accomplished with the proceeds from the sale of TECO Transpat. 
In addition, we expect lower interest expense from the other $300 million of TECO Energy notes that were retired in May 2007. In all, we expecl 530 million lower 
pretax interest expense at TECO Energy parent and TECO Finance in 2008 compared to 2007 as a result of our aggressive liability imanagement actions. These 
forecasted results are based on our current assumptions described in each operating company discussion, which are subject to risks and uncertainties (see the Risk 
Factors section). 

In 2007, we reponed net income calculated in accordance with Generally Accepted Accounting Principles (GAAP) that included 50.25 per share ofbenetits 
from synthetic fuel production. Since July 2006, we have provided two measures ID allow coinparison of our results with and without synthetic fuel. They are non- 
GAAP results from conlinuing operations including benefits from the prcductim of synthetic fuel (No"-GAAP Results With Synthetic Fuel), which exclude ecnain 
charges and gains but include synthetic fuel, and non-GAAP results excluding synthetic fuel (Non-GAAP Results Excluding Synthetic Fuel), which exclude charges, 
gains and benefits associated with the production ofsynthetic fuel (see the Non-GAAP Information section). Allhough, with the expiration of the synthetic fuel tax 
credits at the end of 2007, we will no longer produce synthetic fuel. we are continuing to provide both non-GAAP measures for historical canparison pulposes. 

We are mainmining our priorities far the use of cash. which include investment in the utility companies and continued retirement ofparent-level debt. We expect 
10 make an additional 5190 million ofequity contributions IO Tampa Electric in 2008 to suppon ils continued capital spending for environmental controls and to s m e  
its growing customer base. Our debt reduction plans include the retirement in 200X ofthe $100 million of floating-rate parent debt maturing in 2010. 

Capital expenditures increased in 2007, primarily at Tampa Electric for equipment to control NO. emissions, to comply with the Florida Public Service 
Commission (FPSC)-mandated transmission and distribution system stonn hardening requirements, distribution system reliability improvemenl, and heat rate and 
capacity factor improvements IO our coal-fired units. We also invested in new inining equipment and eonlinued development of lower cost imines at TECO Coal. We 
forecast capital expenditures to increase funher in the 2008 lhrough 2012 period at Tampa Electric to inieel customer growh and generation plant maintenance, for p a k  
load and baseload generating capacity expansion, Tar distribution system improvements to provide higher reliability, for its ponion of transmission system expansion 
and upgrades in the Central Florida area to meet the new National Electric Reliability Council (NERC) reliability standards. fur modest distribution system expansion at 
Peoples Gas, and for the nonml maintenance capital at TECO Coal (see the Liquidity, Capital Resources section). 

RESULTS SUMMARY 

"he table below compares OUT GAAP net income to our non-GAAP measures. A reconciliation between GAAP net income and the two non-GAAP measures is 
contained in the GAAP to nan-GAAP rwoneiliation 
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tables included for each year. A non-GAAP financial measure is a numerical measure that includes amounts, or is subject to adjustments that have the effect of 
including amounts, that are excluded from the most directly comparable GAAP measure (see the Non-GAAP Information section). 

Result$ Comparisons 

Non-GA4P Results Excluding Synthetic Fuel S 223.7 $ 201.5 

Compared to 2006, our results in 2007 reflect higher earnings from the production of synthetic fuel at TECO Coal, higher earnings at Tampa Electric and TECO 
Guatemala, and lower parent-level interest expense panially offset by lower results at PGS. As a result of the sale "ac t ion ,  results a i  TECO Trampon reflect 
operations through Dec. 3,2007. Net income and earnings per share were $413.2 million or $1 .98 per share in 2007, compared Io $246.3 million or $1. I9 per share in 
2006. Results in 2007 included the $149.4 million after-tax gain and the $16.3 million ofafler-tax costs related to the sale of TECO Transpon, which closed in 
December, and $20.2 million of afler-tax charges related to the debt extinguishmentiexchange transactions completed in December. Net income and earnings per share 
from continuing operations were $398.9 million or $1.91 per share in 2007, compared to $244.4 million or $1. I 8  per share in 2006. In 2007, results reflect a $14.3 
million tax benefit recorded in discontinued operations in the second qua fie^ as a result ofreaching a favorable conclusion with laxing authorities related Io the 2005 
disposition of the Union and Gila River merchant power plants. TECO Transpon was not classified as a discontinued operation due lo its ongoing contractual 
relationship with Tampa Electric for solid fuel waterbome transponation services. 

Results in 2007 included a $52.6 million, or $0.25 per share, benefit to eamings from synthetic fuel production, compared to $32.1 million, or $0.16 per share. in 
the 2006 period. In 2006, results from continuing operations also included an $8.1 million after-tax gain from the sale of the McAdms Power Station assets, $5.7 
inillion of after-tax gains from the sale of two unused steam turbines, and $3.0 million of afla-tax charges net of insurance recovenes related to Humcane Katrina 
damage at TECO Transpon. Results from discontinued operations in 2006 pr%"ly included the recovely of amounts that had been previously witten offand tax 
adjustments at the small energy services companies 

The $52.6 million of benefits from the production of synthetic fuel in 2007 reflect a $91. I million after-tax reduction in eamings benefits due to an estimated 
67% phase-out ofbenefits as a result of high oil prices, compared to a $36.7 million atter-tan reduction due to a 35% phase-out in 2006. The results for synthetic fuel 
praductian alilso reflect a $53.8 million after-tax benetit from adjusting to market the valuation ofthe oil price hedges placed to protect the 2007 synthetic Fuel benefits 
against high oil prices. In 2006. full-year results included a $1.7 million after-tax mark-to-market charge (see the TECO Coal section). 

Compared to 2005. our results in 2006 reflected lower earnings from the production of synthetic fuel at TECO Coal, lower eamings at Tampa Elcct~k and lower 
earnings at TECO Guatemala, panially offset by improved results at TECO Transpon, slightly higher results at PGS, the elimination of operating losses related to 
merchant power activities, and lower parent-level interest expense. In 2006, net income and eamings per share were $246.3 million, or $1 .I 9 per share, compared to 
$274.5 million, 01 $1.33 per share, in 2005. Net income and earnings per share from continuing operations were $244.4 million, or$l.18 per share in 2006, compared to 
$21 I .O million. or $1.02 per share, in 2005. Rewlts in 2006 included B $32.1 million, or $0.16 per share, benefit to earnings from synthetic fuel production, compared to 
$82.4 million, or $0.40 per share, in the 2005 period. In 2006, results from continuing operations also included an $X.1 nlillion afler-tax gain from the sale of the 
McAdams Power Station assets, $5.7 million of after-tax gains from the sale oftwo unused steam turbines, and 
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$3.0 million of after-tax charges related to Hurricane Katrina damage at TECO Transpon. In 2005. results from continuing operations included $46.7 million, or $0.23 
per share, ofafter-tax charges for early debt retirement, and a $14.6 million after-tax, or $0.07 per share, loss at TWG Merchant related primarily to the unfinished Dell 
and McAdams merchant power plants. Results from discontinued operations in 2006 primarily included the recovery of amounts that had been ~reviously witten off 
and tax adjustments at the small energy services companies 

2007 Earnings Summary 

p;Uiow) E k q r  prr-sh#rr m " n 0  

Consolidated revenues 
Earnings per share--basie 

Earnings per share 
Discontinued operations 

Eamings f" continuing operations 
Earnings per s h s r d i l u t e d  

Earnings per share 
Discontinued operations 

Earnings from continuing operations 
Net income 
Net income f" discontinued operations 
Charges and (gains) from continuing operations"' 
No"-GAAP m d t s  with synthetic fuel"' 
Synthetic fuel impact'" 
No"-GAAP results excluding synthetic fuel'" 
Average common shares outstanding 

Basic 
Diluted 

See the GAAP to "an-GAAP reconciliation tables that follow. ( I )  

200, 
$3,536.1 
- 
s 1.98 

0.07 
s 1.91 

S 1.97 
0.07 

S 1.90 
$ 413.2 

(14.3) 

(122.6) 
2763 

(52.6) 
$ 223.7 

209.1 
209.9 

- 
- 
- 

- 

2006 

$ 3,448.1 

$ 1.19 
0.01 

$ 1.18 

$ 1.18 
0.01 

$ 1.17 
$ 246.3 

- 
- - 
__ - 

(1.9) 
(10) 

(32) 
233.6 

$ 201.5 

207.9 
208.7 

- 
- - 

2003 

A. 
-. 
$ 3010.1 
- 
$ 133 

0.31 
16 1.02 

$ 1.31 

- 
0 31 

$ 100 
$ 2145 
- 

(63.5) 
43.7 

254.7 

$ 172.3 
(82) 

206.38-j 
208.2'*' - 

(2) 

(3) 

A no"-GAAP financial measure is a numerical measure that includes amounts, or is subject to adjustments that have the effect of including amounts, that are 
excluded from the most directly comparable GAAP measure (see the Non-GAAP Information section). 
Avcrage shares outstanding for 2005 include the issuance of6.85 million shares in conjunction with the final settlement ofthe 9.5% adjustable conversion-rate 
equity security units. 
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The following tables show the specific adjustments made to GAAP net income for each segment to develop OUT "on-GAAP results: 

2007 Reconciliation of GAAP net income from continuing operations to non-GAAP results 

T,,mpa PW,I#S 
Net inromr impart (millimianll ElrCl,;C ca, 
GAAP Net income from continuing operations 16 150.3 $ 26.5 
Gain on a l e  of TECO Tran~pon - - 

Asset held for saledepreciation - - 
Costs associated with the sale ofTECO Transpon 

recorded at Parent 
- 

Debt extinguishmentiexchange - - 
Total charges and (gains) - - 
Non-GAAP results with synthetic fuel' 150.3 26.5 
Synthetic fuel impaCt - - 

Non-GAAP results excluding synthetic fuel. S 150.3 S 26.5 ~ 

* Results iar TECO Transpon include activity through Dee. 3,2007. 

- 

TECU 
coni 

16 90.9 

- 
- 
90.9 

(52.6) 
5 38.3 - 

2006 Reeoneiliatioe of GAAP net income from continuing operations to non-GAAP rewlts 

operations 
Hurricane costs 

S 135.9 
- 

H u " X  i n s u m "  cost recoveries - 
Dell and McAdens valuation adjustment and gain - ""sale, net 

- 
Gain on sale of unused steam turbines 
Total charges and (gains) - 
Nan-GAAP results with synthetic fuel 

- 

135.9 
Synthetic fuel impact - 
Non-CLAP results excluding synthetic fuel 6 135.9 - 

- - 
- - 

29.7 78.8 
- (32.1) 

16 29.7 16 46.7 

4K 

- 
(9.7) 
24.3 
- 

16 24.3 

T K O  
T"p0" 

S 22.8 
4.5 

(1.5) 

- 
__ 
3.0 

25.8 

16 25.8 
- 

- 16.3 16.3 

- ( I  12.9) (122.2) 
44.7 (60.4) 276.3 

S 447  6 (60.4) $ 223.7 

20.2 ~ 20.2 

- (52.6) 

- 

~- - 

~ 

- (8.1) (8.1) 
- (5.7) A?) 

- 2 1 )  

- (13.8) 3 8 )  
37.6 (74.2) 233.0 

$ 37.6 S 201.5 

- 

- 
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2005 Reconciliation of GAAP net income from continuing operations to nonGAAP results 

TOOpO P*"PkS TECO TECO TECO rwc P.,rr"U 
Net in"# impun (millions) ElrC,,iC car rod Tm"Sp",, Gualmmda Milchant orher __ T",d 

Debt extinguishment charges - - - - - 
Hunkme COW - - 
Humcane insurance recoveries (13.7) - 
Dell & McAdams valuation adjusment 

Total charges and (gains) - (1.1) (1.9) 46.7 4 3 3  
Non-GAAP results with synthetic &el 147.1 29.6 115.4 19.1 40.4 (16.5) (80.4) 2547 

(82  4) Sytlhetic fuel impact - - - 
Non-GAAP results excluding synthetic 

GAAP Net income (loss) from continuing 
S 1 4 7 . 1 s  29.6 $ 115.4 $ 20.2 $ 40.4 $ (14.6) 16 (127.1) $ 211.0 

46.7 46.7 
12.6 

- (13.7) 

operations 
~ 

- - - - 12.6 
~ ~ ~ ~ 

~ (1.9) - A) - - - - 
~ ~ ~ 

~ ~ __ - (82.4) 

$ 147.1 S 29.6 16 33.0 16 19.1 $ 40.4 $ (16.5) $ (80.4) fuel 

Non-GAAP Information 

From time Io time, in this Management's Discussion and Analysis of Financial Condition and Results of Operations, we present non-GAAP results, which 
present financial results after elimination of the effects of certain identified gains and charges. We believe that the presentation of this "on-GAAP financial performance 
provides investors a measure that reflects the company's operations under our business strategy. We also believe that it is helpful to present a non-GAAP measure of 
performance that clearly reflects the ongoing operations of our business and allows investors to better understand and evaluate the business as it is expected to operate 
in  future periods. Management and the Buard of Directors use this non-GAAP prescntation as a yardstick for measuring our performance, making decisions that are 
dependent upon the protitability of our various operating units and in determining levels orincentive compensation. 

The non-GAAP measure of financial performance we use is not a meilsure of performance under accounting principles generally accepted in rhe United States 
and should not be considered an allemalive to net income or other GAAP figures as an indicator of our financial performance or liquidity. Our non-GAAP presentatiao 
ofrcsults may no1 be comparable to similarly titled measures used by other companies. 

Whi le  none of the particular excluded items i s  expected to rccui, there may be adjustments to preuiuudy estimated gains 01 losses related to the disposition of 
assets or additional debt extinguishment activities. We recognize that there may be items that could be excluded in the future. Even though charges may occur, we 
believe the "on-GAAP measure is important in addition to GAAP net income for assessing our potential future performance, because excluded i tems are limited to 
those that we believe are not indicative of future performance. 

OPERATING RESULTS 

This Management's Discussion &Analysis of Financial Condition and Results of Operations utilizes TECO Energy's consolidated financial statements, which 
have been prepared in accordance with GAAP and separate "on-GAAP measures, to analyze the financial condition of the company. Our reponed operating results are 
affected by a number of critical accounting estimates such BS those involved in OUT accounting for regulated activities. asset imuaiment testing and othas  (see the 
Critical Accounting Policies and Estimates section). 
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( 3 )  

(4) 
( 5 )  

TECO Guatemala was deconsolidated under FIN 46R effective Jan. I ,  2004 Actual revenues in 2007,2006 and 2005, which are not included in this table due to 
the effects of deconsolidation, were $1 14.4 million, $106.1 million, and $96.4 million, respectively. 
Effective with 2006, only historical information is provided for TWG Merchant. Any remaining results are included in ParenWother. 
Segment net income and earnings are reported on a basis that includes intemally allwated financing costs to the "an-utility companies. Internally allocated 
finance costs for 2W7 and 2006 were at a pretax rate of 7.5%, and in 2005 were at a pretax rate of 8%. based on the average investment in tach unregulated 
subsidiary. 

Results at TECO Transpon reflect the $9.7 million afier-tax benefit in depreciation expense from not recording depreciation expense due tu its classification 8:s 

Assets Held for Sale effective Apr. I ,  2007 through Dec. 3,2007. 
The number of shares used in the eamings-per-share calculations is basic sharer. 

(6) 

(7) 

TAMPA ELECTRIC 

Electric Operations Results 

Tanpa Electric is entering a period of investment and increasing capital expenditures to support customer growth, statewide bansmission system reliability 
standards, implementation of the storm- hardening plans invndated by the FPSC and additional baseload generating capacity needs. 

In 2007, Tampa Electric recorded net income of16150.3 million compared to $135.9 million in 2006. These results were driven primarily by lower depreciation 
and property tax expense and higher retail energy sales, partially offset by higher operations and maintenance and interest expense. These results reflect 2.7% higher 
retail energy sales and off-system energy sales that were 5.0% higher than in 2006. The positive effects of 1.9% average retail customer growth and total heating and 
cooling degree days that were more than 2% above normal and 5% above 2006 total degree days were partially offset by changes in residential customers' consumption 
pattems due to a higher percentage ofsmaller. more efficient, multi-family residences and voluntary conservation due 111 higher prices for all fonns of energy 

Tampa Electric's 2006 net inmine was $ 135.9 million, compared to $147. I million in 2005. These results were driven by the planned increase in non-fuel 
operations expense, which more than offset continued strong customer growth and slightly higher energy sales. Weather pallems in 2006 resulted in 3% lower total 
degree-days than normal but 1% higher total degree-days than 2005, when total degree-days were 5% below normal. 

Tampa Elechie has not sought a base rate increase since 1992. Since that last rate proceeding it has eamed within its allowed rerum on equity (ROE) range while 
adding more than 200,000 customers and making significant investments in facilities and infrastructure, including baseload and peaking generating capacity addition6 to 
reliably S ~ N Y C  its growing customer base. Tampa Electric expects a continued high level of capital investment and higher levels ofnan-fuel operations and maintenance 
expenditures. After dropping to the bottom of its allowed ROE range of 10.75% to 12.75% in the middle of 2007, at the end of2007 Tampa Electric's 13-month moving 
average regulatory ROE was I I .4% as a result ofthe positive impact of favorable weather in the second half of 2007, as well as lower depreciation expense and lower 
properly tares in the second halfof the year. HOWCY~T, based on its current lower forecast for energy sales growth, expected higher operations and maintenance 
expenses and ongoing higher levels of capital investment, Tampa Electric expects its forecasted ROE to go below the bottom of its allowed range for the full year 2008. 
This is expected 10 cause a need for base rate relief far Tampa EIecmc in 20W. 
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Summary of Operating Results 

f"iO".7l 
RWEZtWS 

Other operating expenses 
Maintenance 
Depreciation 
Taxes, other than income 
Non-fuel operaling expenses 

Fuel 
Purchased power 

Total fuel expense 
Total operating expenses 

Operating income 
AFUDC equity 
Net income 
Mega~.orr-Hour S01e.s (thotoan&) 
Residential 
Commercial 
Industcial 
Other 
Total retail 
Sales for resale 
Total energy sold 
Retail customen-thousands (averdge) 

Operating Revenues 

2007 

208.4 
1093 
178.6 
140.4 
636.7 
947.9 
271.9 

1319s 
1,856.5 

3319 
4.5 

IE 1503 

8,871 
6,542 
2.366 
1.754 

19,533 
9M 

666.4 

- - 

- 
20,438 - 
= 

5.0 
-5.4 
I .5 

-4. I 
1.7 

-2.4 
4.5 

22.9 
8.1 
4.3 
9.0 

66.7 
10.6 

1.7 
2.9 
3.8 
5.2 
2.7 
5.0 
2.8 
I .9 

~ 

- 
- 
= 

- 
~ 

- - - 

2006 

220.3 
107.7 
186.3 
138.1 
652.4 
906.8 
221.3 

1,128.1 
1,780.5 

304.4 
2.7 

$ 135.9 

8,721 
6,357 
2,279 
1,668 

19,025 
862 

19887 A 
653.7 

- 

- 
- 
_= 

- - 

19.4 
9.7 

22.2 
-0.4 
9.8 
8.4 

65.8 
-17.9 
38.2 
25.5 
-7.3 

-7.6 

1.9 
2.0 

-8.0 
1.6 
0.6 

11.5 
I .o 
2.8 

- 

- 

- 
- 

~ 

~ - 

- 
~ - - 

ZOOS 

16 1,746.8 
200.8 

88.1 
187.1 
125.8 
601.8 
546.8 
269.7 
816.5 

1,418.3 
328.5 

S 147.1 

8,158 
6,234 
2,478 
1,642 

18,912 
573 

19,685 
635.7 

-- 

-- 
.- ~ _ _  

7 

-- 

-- - - 
Retail megawatt-hour sales rose 2.7% in 2007, dnven by customer growth, total degree days above normal and 2006 and a rebound in the phosphate indusny. In 

2007, average annual CuStomer growth of I .9% (almost 13,000 new customen) was panially offset by weather normalized lower average residential per-customer 
energy usage. Total heating and cooling degree days in Tampa Electric's service area were 2% abovc normal and 5% above 2005 

In 2007, weather-nonnalired energy consumption per residential Customer declined due to the combined effects of price elasticity, more efficient appliances and 
changes in residential building trends. One ofthe factors contributing to this phenomenon is an increase in the number of multi-family units, such as apanments and 
condominiums, completed in the Tampa metropolitan area. Multi-family units tend to have fewer square feet of air conditioned space per residence and use less energy 
per square foot due to more enerby efficient constmction. In addition, the higher costs for natural gas and coal, which are reflected in customers' bills through the fuel 
adjustment clause, have caused wstomer~ to use less electricity in general. On a weather-normalized basis, retail energy sales to residential customers an a per-customer 
basis decreased 0.6% in 2007 coinpared to 2006. 

Electricity sales to the lower-margin industrial customers in the phosphate industry increased 12.2% in 2007 following a decrease of 18.5% in 2006. The 
increase in sales to phosphate customen was dnven by increased demand for their product due to higher levels 0fU.S. corn planting to meet demand by the ethanol 
industry and greater international demand for grains. The 2006 decrease was a result of the idling of some mining operations 
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in 2006 due to market conditions for the product at that time. The longer-term decline in sales to phosphate customers reflects the naNral reserve depletion and 
migration ofmining operations out ofTampa Electric’s service area. Base revenues front phosphate sales represented less than 2% ofbase r e ~ e n u e ~  in 2007 and 2006. 
Sales to commercial customers increased 2.9% in 2007, driven by the strong local economy. 

Base rates for all customers were unchanged in 2007. Fuel-related revenues increased in 2007 and 2006 under the FPSC-approved fuel cost recovery clause, clue 
to the recovery of previous under-recoveries of fuel expense in 2006 and 2005 and higher natural gas prices. Customers’ rates under the fuel clause increased in 200i in 
accordance with the rates approved by the FPSC in November 2006, IO refleck higher fuel costs, the under-recovery of $51 million of2006 fuel cost due 10 higher cost 
ofnatural gas early in the year and the remaining $ I  07 million polfion orpreviously under-recovered 2005 fuel costs. The impact ofhigher fuel clause recovery was 
partially offset by the planned %le o f a  net $72 million of excess sulfur dioxide (SO? ) emission credits, which appears as a credit on customers’ bills through the 
Environmental Cost Recovery Clause (see the Regulation section). 

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

Energy Sales Growth Forecast 

In 2008, we expect about 2% customer growth to drive 2% energy sales growth. Tampa Electric’s 2008 cust~mer growth and energy sales growth forecasts 
reflect a weakened Florida housing market, but do not reflect an extended depressed housing market or m y  potential local, state or national economic TecesSions (see 
the Risk Factors section). Longer-term, based on its projected growth from continued population increases and business expansion, Tampa Electric expects average: 
annual customer and weather-normalized average retail energy sales growth of2. I% and 2.3%, respectively, over the next five years. This energy sales growth 
projection is lower than previous projections. reflecting changes in usage patterns that were first experienced in 2006 and continued in 2007, and changes in population 
trends. Tampa EleclCc’s forecasts indicate that summer retail peak demand growth is expected to average 1 I 0  megawatts per year for the next five years. These growth 
projections a~suine continued local area economic growth. normal weather, a recovery in the housing market over time, and a continuation of the current energy mark.et 
structure. 

The economy in Tampa Electric’s service area continued to grow in 2007, albeit at a slower pace than 2006, aided by continued population growth in Flonda iind 
the region’s relatively low labor costs. The Tampa metropolitan area’s non-farm employment grew I .O% in 2007, which is in line with national averages but greater 
than statewide growlh in Florida, despite a leveling off in cmstmction employment. The local Tampa area unemployment rate increased to 4.7% at year-end 2007, 
compared with 3.0% in December 2006, and 3.2% in December 2005. These rates are Similar to the 4.7% uneinployment rate for the State of Florida but lower than the 
5.0%forthenalionalDec.31,2007. 

As in many areas of the country, the housing market in Tampa Electric’s sewice area remained weak in 2007 after an initial slowdown in 2006 following 
significant growth in 2004 and 2005. The numbers of existing homes for sale and unsold new homes has increased significantly, driven by excess builder inventory, the 
curtailment of speculative investing and sub-prime mortgage issues. The number of vacant homes is also a factor in the lower per-residential customer usage trends. 
Flonda is often cited in economic repons as one of the stales experiencing the most overbuilding dunng the housing boom and experiencing the most significant 
downturn. Residential building permit activity declined by more than 40% in 2007, compared to 2006, which is expected to reduce the excess inventory over time. 
Economists and real estate associations indicate that the housing market is expected to remain weak throughout 2008 and into 2009. depending on the absorgtion of 
excess inventory. 
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At the same time, Florida continues lo experience relatively good population growth. According to the inmt recent U S  Census Bureau data, Florida added 
194,000 new residents in 2007, and while this is the first time this decade that growth in new residents was I ~ s  than 200,000 in a given year. it still represents very 
substantial growth. 

Operating Expenses 

Total operating expense increased in 2007, primady due IO higher costs for coal, increased usage of natural gas and increased  level^ ofpower purchased as a 
result of decreased coal-tired generation due to the planned outages to install NO. control equipment (see the Environmental section). Exeluding all FPSC-approved 
E O S ~  recovery clause-related expenses, operations and maintenance expense increased by $3.6 million afler tax, OT I .9%, primady due to $2.1 million afler tax of higher 
employee-related costs, $1.5 million of incremental additional spending on the distribution system to comply with the FPSC-mandated s tom hardening requirements 
and $2.4 million of administrative costs including higher baddebt expense more than offsetting a $2.4 million decrease in actuarially detennined self-insurance 
reserves. In addition, after-tax property lax expense decreased $2.7 million 

Total operating expenses increased in 2006 due to the higher cost for coal, panially offset by lower purchased power expenses due to increased coal-fired 
generatioo from improved coal-tired unit availability Non-fuel operating and maintenance expenses increased, as planned, by $24.3 million aher tan. This increase 
reflected, among other items, after-tax increases of 58.3 million of additional spending on transmission and distribution system reliability and customer service 
enhancements, $5.3 million ofadditional spending on coal-fired unit performance improvements. $6.3 million ofhigher employee-related costs and $3.3 inillion of 
increased property insurance cost. 

Operations and maintenance expenses, excluding those costs recovered through FPSC-approved cost recovery clauses, such as fuel, purchased power and 
comavation. are expected to increase at a more than 6% rate in 2008 aher I .9% growth in 2007 and significant growth in 2006. The 2008 non-fuel operations and 
!maintenance expense increase is expected to be driven by the generally higher costs for capper and steel products and subcontracted labor, major generating unit 
outages during the installation of NO. control equipment, and higher employee benefits costs. 

Depreciation expense decreased $4.7 million aher tar in 2007 prlinarily due to B depreciation study approved by the WSC. which lowered depreciation rates on 
power generation assets due to longer lives. Depreciation expense decreased slightly in 2006 due to the retirement of shon-lived fully depreciated assets, such as 
telecommunications equipment, tools and test equipment, which more than offset the additional depreciation assaeiated with normal plant additions. Depreciation 
expense is projected to increase in 2008, due to routine plant additions to serve Tampa Electric’s growing customer bane and maintain system reliability, a partial year 
of additional depreciation on two combustion turbines placed in service in May 2007 and a partial year of depreciation on the second NO. control project to be 
completed on Big Bend Unit 3, which is expected Io enter service in May. 

On a GAAP basis, which includes all FPSC-approved cost recovery clauses. operations and maintenance expense decreased in 2007 compared to 2006. Under 
regulatory accounting, the cos1 of fuel 07 revenue ior the sale of excess SO1 credits on the income statmen1 represents the amounts authorized by the FPSC for recowry 
through the fuel adjustment clause or refund through the Environmental Cost Recovery Clause, but the actual cost offuel purchased or SO: credits sold inay differ fmm 
those amounts. The difference behveen acNal fuel cmt or SO? revenues and the amount authorized for recovery or refund is deferred on the balance sheet through a 
credit to operating expense as either under- or over-recovered cost and therefore does not impact net income. These costs are. in tum, either recovered or refunded to 
customen in succeeding yean. 
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Fuel Prices and Fuel Cost Recovery 

Included in Tampa Electric's fuel adjustment filing far rates effective in 2008 was $18 million of2007 over-recovered fuel cost net o f a  $2 million final 
adjustment to the under recovery related to 2006 fuel filing. In November 2007. the FPSC authorized the retum ofthis amount and the recovery o f  the full projectid 
2008 fuel expense. An increase in  amount^ recovered through the Environmental Cost Recovery Clause is expected to occur in 2008 due to the completion ofan 
additional NO, control project and lower sales of excess SO1 emission credits (see the Regulation section). 

Fuel prices increased in 2007 primarily due to the shift to higher usage ofhigher cost natural gas from lower cost coal despite delivered natural gas E O S ~ S  

declining slightly to $9.52 per inillion BTU (ImmBTLJ) in 2007 from $9.61 ImmBTU in 2006. Average delivered coal prices increased in 2007 to $2.57/mmBTU, 
coinpared to $2.49/mmBTU in 2006. 

Natural gas prices were extremely volatile during the 2005 through 2006 p e e d ,  as a result of supply constraints due to hurricane-related damage to production 
and transportation infrastructure and increased demand nationwide due to the higher percentage a i  electricity now being generated from natural gas-fired generation, 
particularly during peak load periods. Absent the hurricane-related supply disruptions experienced in 2005, natural gas pnces have been more stable in 2006 and 2007, 
but at consistently higher levels in 2007 due to the balance in supply and danand and are expected to remain stable in 2008, assuming no major supply disruptions. Coal 
prices, while less volatile, increased in 2007 and 2006. Tampa Electric's primary cwal supplies are from the Illinois Basin, which did not experience the same downtum 
in prices in 2006 and 2007 as the Central Appalachian coal producing region. Coal prices are expected to increase in 2008 due to increased international demand for 
U.S. steam coal and the expectation of more normal inventory levels at utilities in the U.S. (see the T E C O  C o d  section). 

Energy Supply 

On a retail energy supply basis, Tampa Electric generation accounted for 93%, 95% and 92% of the total retail energy sales in 2007,2006 and 2005, 
respectively, with the remainder ofthe energy supplied by purchased power. Purchased power expense increased 23% and the volulne of power purchased increased 
17% in 2007 as a result of lower coal-fired unit availability, resulting in lower coal-fired generation during the !major unit outages to install the NO, control equipment 
(see the Environmental Compliance section). Per unit purchased power expense increased in addition to the volume increase due to purchasing power from higher- 
cost natural gas fired generating sources. In 2006. the cost of power purchased by Tampa Electric to S ~ N C  its customen decreased 18% and the volume of power 
purchased decreased 11% from improved coal-fired unit availability and generation. The cost decreased more than the volume due to lower natural gas prices in 2006 
than in 2005. The cost for purchased power is expected to decrease slightly in 2W8 due to the duration of the planned extended maintenance period for the complilion 
ofthe SCR project on Big Bend Unit 3. 

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

Hurricane Storm Hardening 

Due to extensive storm damage to utility facilities during the 2004 and ZOOS hulricane seasons and the resulting outages utility customem experienced 
throughout the state, in 2006 the FPSC initiated proceedings lo explore methods ofdesigning and building mnsmission and distribution systems that would minimize 
long-term outages and restoration costs related to severe weather. 
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The FPSC subsequently issued an order requiring all investor owned utilities (lous) to implement a 10-point stomi preparedness plan designed to improve the 
statewide electric infrastructure to better withstand severe stoms and expedite recovery from future stonns. In addition to a wmd pole inspection program instituted 
separately, the plans address vegetation management, audits of pole attachments, transmission structure inspections and hardening, data gathering and analysis, natural 
disaster planning, coordination with local gavemmental agencies and collaborative research. In October 2006, the FPSC approved Tampa Electric's plan to comply with 
the directive. Tampa Electric implemented its plan in 2007 and estimates the average "on-fuel operations and maintenance expense of this plan to be approximately $20 
million annually for the foreseeable future. 

The FPSC also modified its wle regarding the design standards for new and replacement transmission and distnbution line cmsmction, including Cenain (critical 
circuits in B utility's system. Beyond employing accepted engineering practices and complying with the applicable edition of the National Electric Safety Code (NESC), 
the new d e s i p  standard requires adoption of the NESC extreme wind loading standards for distribution facilities. 7he new design standards also encourage the 
placement ofnew or modified facilities underground when feasible. In 2008, Tampa Electric expects to invest approximately $22 million of capital for higher levds of 
mnsmi~sion and distribution pole replacement, improvements to circuits serving critical infrastructure and the completion of the global information system required 
under the storm hardening p m p m .  Fumre capital expendihlres required under the stom hardening program are expected to average approximately $19 million 
annually for the foreseeable future (see the Regulation section). 

Higher Capital Spending 

Tampa Electric is in a period ofincrensed capital spending for infrasmicture to reliably serve its growing customer base and to address the needs for future 
baseload and peaking generating capacity additions. In addition to the capital spending to comply with the storm hardening plan described above and the need for 
additional generating capacity discussed below, Tampa Electric expects to make additional capital inwslmenls for its pro rata portion of statewide transmission system 
improvements in Florida and to meet the new NERC reliability standards. It also  expect^ to invest additional amounts in its transmission and distribution system to 
improve reliability and reduce customei outages 

Based on its current forecast of long-term energy demand and sales growth, Tampa Electric has identified a need for new baselaad capacity in early 201 3 due to 
continued cwtomer growth and the expiration o f a  long-tenn power purchase agreement with Hardee Power Partners. Its options to satisfy the baseload capacity need 
rangc from purchasing power to constructing its o w  generdting facility. Tampa Electric has in place contracts to meet its interim peak capacity needs for 2008 arid 
plans 10 ~onstrucl simplc-cycle combustion turbine units to meet its peaking capacity needs in the 2009 through 201 2 period. 

In early 2007, Tampa Electric announced that its preferred technology to meet the 2013 baseload requirement was a solid fuel IGCC unit. However, during the 
certification of need process and after filing the required environmental permit applications it became apparcnt that continued unceminry related to CO, regulations. 
particularly carbon capture and sequestration issues, and the potential for related project cost increases posed unacceptable economic risk to  customer^ and invest,m, 
and the project was deferred. As a result ofthe decision lo defer the use of IGCC unit, Tampa Electric now expects to utilize combined cycle natural gas-fired 
technology to meet its expected 201 3 generation expansion need. In Florida, the construction ofbaseload capacity is subject to cenain regulatory approvals that must be 
received pnor to commencement of construction (see the Capital Expenditures and Regulation sections). 

PEOPLES GAS (PCS) 

Operating Results 

PGS reponed net income of $26.5 million in 2007 compared to $29.7 million in 2006. These results reflect 1.6% average customer growth, lower 2007 volumes 
for retail cu90mer~ due lo  one of L e  warmest months of 
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January on record, which limited the number of heating degree days. and changes in cu~lomer usage pattems. Sales to industrial customers, such as wallboard, aq,halt 
and concrete producers, which are impacted by the slowdowm in the Florida housing mmket, were lower. Results also reflect $0.7 million lower after-tax properry tan 
expense due to lower properry tax rates from legislation passed in Florida to reduce pmpeny taxes; $2.2 million higher afler-tax depreciation expense due to a routine 
depreciation study approved by the FPSC in ldnuary 2007 and routine property additions; and higher lowmargin 0ff;system d e s  and volumes msporled for power 
generation customers. 

In 2007, the total throughput for PGS was I .4 billion therms. Of this total throughput. 9% was gas purchased and resold to retail customers by PGS, 69% was 
third-party supplied gas that was delivered for retail transportation-only customers, and 22% was gas sold off-system. Industrial and power generation customers 
consumed approximately 69% of PGS’ annual therm volume, commercial cu~lomers used approximately 26%. and the balance was consumed by residential customers. 

Due to the higher operating costs. continued investment in the distribution system and higher costs associated with recently required safety requirements, wch as 
pipeline integrity safety, PGS’ mtum on equity levels are below the bottom ofits allowed range and therefore it expects 10 file for a base rate increase in 2008. 

PGS reponed net income of $29.7 million in 2006, compared to $29.6 million in 2005. Customer growh of 3.3%, increased sales to residential customers and 
strong sales to power generating and off-system customers due to declining natural gas prices were partially offset by non-fuel operation and maintenance expens,ts that 
were $ I  .4 million higher afler tax. The higher off-system sales and increased volumes transported for power generation cuslomm helped offset the impact ofmil,d 
winter weather early in 2006 and then again in December 2006. Afler a very strong 2005 performance. sales to commercial customers declined slightly due to higher 
natural gas prices in early 2006. 

In 2006, the total throughput for PGS was 1.3 billion therms. Of this total throughput, 11% was gas purchased and resold to retail customers by PGS, 70% was 
third-party supplied gas that was delivered for refail transponation-only customers and 19% was gas sold off-system. Industrial and power generation cu~tomers 
consumed approxiinately 65% of PGS’ annual therm volume. commercial customers used approximately 29%. and the balance was consumed by residential customers. 

While the residential market represents only a small percentage of total t hem volume, residential operations generally comprise almost 25% of total revenues. 
New residential construction that includes natural gas and conversions ofexisting residences to gas had steadily increased since the late 1980s, but slowed starting in 
2006 and further in 2007 due IO the weak Florida housing m a k t  conditions. Like all natural gas distribution utilities, PGS is adjusting to lower per-customer usage due 
to improving appliance efficiency. AS c~stoiners replace existing gas appliances with newer inore efficient models, per-customer usage tends to decline. 

Natural gas has historically been used in many traditional industrial and commercial operations throughout Florida, including production of products such as 
steel, gbdss. ceramic tile and f w d  products. Within the PGS operating territory, large cogeneration facilities utilize gas-fired technology in the production of electlic 
power and steam. 

The actual cost of gas and upstream transportation purchased and resold 10 end-use customers is recovered through a Purchased Gas Adjustment (PGA). Because 
this charge may be adjusted monthly based on a cap approved by the FPSC annually, PGS normally has a lower percentage of under- or over-recovered gas cost 
variances than Tampa Electric. 

57 

69 



Summary of Operating Results 

JmiII~owJ 

Revenues 
Cost of gas sold 
Operating expenses 
Operating income 
Net income 
Thenns sold-by customer segment 

Residential 
Commercial 
Industrial 
Power generation 

Total 
Therms sold-by sales type 

Transportation 
System supply 

Total 
Customer (thousandstaverage 

2007 

s 599.7 
389.9 
150.9 
58.9 
26.5 

70.1 
370.9 
489.8 
471.7 

- - 

437.8 
964.7 

1 402 5 I= 
334.3 

- 

3.8 
6.7 
I .6 

-1.1 
-10.8 

-4.0 
-1.3 
7.3 

19.2 
7.8 

11.9 
6.0 
7.8 
I .6 

- 
- - 

- 
- 
- 
- 

2006 

16 571.6 
365.3 
148.5 
63.8 
29.7 

73.0 
375.7 
456.6 
395.7 

- 
- 

~ 

1,301.0 

391.1 
909.9 

1,301.0 
329.0 

- 
- - 
- 

5.1 
4.3 
9.0 
1.1 
0.3 

3.3 
-1.2 
15.7 
35.7 
14.4 

16.0 
13.7 
14.4 
3.3 

- 
- - 

- 
- 
- 
- 

2005 __ 
16 549.5 

350.2 
136.2 
63.1 
29.6 

70.7 
380.3 
394.6 
291.7 

__ - 
__ 3 

800.2 
331.1 

1,137.3 
318.4 

__ 
__ __ 

In Florida, natural gas service is unbundled for “an-residential customers that elect this option, affording these customers the opportunity to purchase gas from 
any provider. The net result of unbundling is a shifl from bundled transportation and commodity sales to banspanation sales. Because the commodiry portion of 
bundled sales is included in operating revenues at the cost ofthe gas on a pass-through basis. there is no net financial impact Io the company when a Custoiner shiRs to 
transportation-only sale, PGS markets its unbundled gas delivery services to customers through its “NaNralChoice” program. At year end 2W1, approximately 46% of 
PGS’ non-residential customers elected to take service under this program. 

Total operating expenses were I .6% higher in 2007. Non-fuel operations and maintenance expense decreased slightly in 2007, primarily due to lower employee- 
related costs from more efticient operations and lower actuarially determined self-insurance resnves inore than offsetting the increased use of contract labor and higher 
cost of supplies such as gasoline to operate vehicles. No“-fuel operatiom and inainlenance expense had increased in 2W6 primarily due to higher employee-relattd 
costs. Depreciation expense increased 52.2 million after tax in 2007 due to higher depreciation r a t e  resulting from a mutine depreciation study approved by the FPSC 
in January 2007 and routine plant additions. Depreciation expense had increased in 20N in line with the capital expendiNres made to expand the system. 

PGS expects the effect on its operating income of assumed normal weather, and customer and them sales growth in 2008 will be offset by the effects o f  higher 
operation and maintenance expense and higher depreciation expense. Depreciation is expected to increase in 2008 from routine plant additions. operations and 
maintenance expense, excluding costs related to FPSC-approved energy conservation programs recovered separately, are expected to increase at about a 4.5% rat,? in 
2008. 

PCS forecasts customer growth of approximately 1.0% in 2008, which is lower than the average customer growth experienced for the past five years. A major 
contibutor to the slower growth is the slowdown in the housing market. PGS provides service in areas of Florida that expaicnced sane ofthe ino~t rapid growth and 
price appreciation in 2005 and ZW6, including the Miami, Ft. Myers and Naples areas. These areas are now experiencing the most significant impacts of the slowdown 
in the housing malket. 
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Since its acquisition by TECO Energy in 1997, PGS has expanded its gas distribution system through system extensions into areas of Florida not previously 
served by natural gas, such as the lower southwest coast in the Ft. Myers and Naples areas and the northeast coast in the Jacksonville area. PGS' expansion stmtepy for 
the past several years has been 10 take advantage of the significant capital investments in main pipeline expansions to connect customers to that existing inhstructure. 
In 2008, PGS expects its capital spending to support inodest system expansion. It also expects continued customer additions and related revenues from its build-out 
efforts throughout the state of Florida, assuming continued local economic growth, n ~ r m a l  weather, and other factors (see the Risk Factors section). 

Gas Supplies 

PGS purchases gas from various suppliers depending on the needs of its customem. The gas is delivered to the PGS distribution system through three intePslate 
pipelines on which PGS has reserved firm transportation capacity for delivery by PGS lo its custurnen. 

Gas is delivered by the Flonda Gas Transmission Company (FGT) through more than 59 interconnections (gate stations) sewing PGS' operating divisions. In 
addition, PCS' Jacksonville Division receives gas delivered by the South Georgia Natural Gas Company pipeline through two gate Stations located northwest of 
Jacksonville. PGS also receive gas delivered by Gulfsueam Natural Gas Pipeline through six gate stations. 

PGS procures n a ~ r a l  gas supplies using baseload and swing-supply contracts with various supplien along with spot market purchases. Pricing generally takes 
the Form of either a vanable price based on published indices, or a fixed price for the contract tenn. 

TECO COAL 

TECO Coal recorded net income of $90.9 inillion in 2007. compared to $78.8 million in 2006. TECO Coal's 2007 Non-GAAP results excluding synthetic fuel. 
which exclude the $52.6 million benefit associated with the production o f  synthetic fuel, were $38.3 million, coinpared to $46.7 million in 2006, which excluded $32.1 
million of synthetic fuel benefits. (See the 2007 and 2006 GAAP Results Reconciliation to Non-GAAP table.) 

Total sales were 9.2 million tons in 2007, including 6.0 million tons ofsynthetic fuel. Total sales were 9.8 million tons in 2006. including 5.3 million tons of 
synthetic fuel when synfuel praduction was curtailed for approximately six weeks due to high oil prices. Lower sales were planned for 2007 in response to markel 
weakness that developed in the second halfof 2006. Results in 2007 reflect an average net selling price per ton across all products, which excluded nansportation 
allowances, that was about 1% lower than 2006. The cash cost ofproduction increased less than 0.5% in 2007 compared to 2006 reflecting the benefits ofactions taken 
in 2006 and 2007 to close higher cost ofproduction mines and to optimize mining plans. Results also reflect a $1.6 million afler-tax benefit in 2007 froin the true-up OF 
the 2006 synthetic fuel tax credit rate, compared to a $2.7 million benefit in 2006 for the true-up o f  the 2005 synthetic fuel tan credit rate. 

TECO Coal recorded 2006 net income of 678.8 million, compared to $1 15.4 million in 2005. Excluding the $32.1 million benefit associated with the production 
of synthetic fuel, TECO Coal's full-year 2006 No"-GAAP results excluding synthetic fuel were $46.7 million, compared to $33.0 million in 2005, which excluded 
$82.4 million ofeamings benefits from the production ofsynthetic fuel, (see the 2006 GAAP Results Reconciliation to NOD-GAAP table). Compared to 2005, 
results reflect a 13% higher average net per-ton selling price a c m s  all products, excluding transportation allowances. partially offset by higher production costs. IXesults 
also reflect 8 $3.8 million after-tax charge to reduce de fend  tax assets consistent with ai reduction in the Kentucky state income tax rate and B $2.7 million after-tax 
benefit from the tme-up in 2006 of the 2005 synthetic fuel tan credit rate. 

Total sales were 9.8 million tons in 2006, including 5.3 million tons of synthetic fuel. compared to 9.7 million tons, including 6.4 inillion tons o f  synthetic fuel in 
2005. Lower syxthetic fuel sales  volume^ in 2006 
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- 
reflected the idling ofproduction facilities from late July through middeptember due to estimated average annual oil prices above the break-even level. Total coal Sales 
were not impacted as synthetic fuel sales ~ n t r a c t s  permitted the subsimtion of conventional cwd for synthetic fuel while the synthetic fuel production was idled. 

In 2006, the cash cost ofproduction increased 12% over 2W5. Higher production costs reflected higher costs associated with new safety regulations; relo1:ating 
mining equipment from high cost mining areas and areas where the reserves were depleted; additional exploration expenses to optimize future mining plans; and diesel 
fuel, explosives. conveyor belts and steel-related products. 

The $52.6 ,nillion of benefits f" the production o f  synthetic fuel in 2007 reflect a $91 . I  million after-tax reduction in eamings benefits due to the estimated 
67% phase-aut of the tan credit due to high oil prices, compared to the $36.7 million after-tax reduction due to a 35% phase-out in 2006. The res~lts for synthetic fuel 
production also reflect a $53.8 million after-tax benefit from adjusting to market the valuation ofthe oil price hedges placed Io protect the 2W7 synthetic fuel benefits 
against high oil prices. In 2006, results included I 51.7 million after-tax mark-to-market charge. 

In 2007, TECO Coal had in place oil price hedge instmments to protect against the risk ofhigh oil pnces reducing the value ofthe tan credits related to the 
production of synthetic fuel. Because these oil price hedges were intended to provide approximately a dollar-for-dollar recovery of lost synthetic fuel revenues in the 
event o f a  tax credit phase-out. TECO Coal previously forecast full-year benefits fror the production of synthetic fuel to be approximately $100 million o f  net cmh and 
$65 million of net income, regardless of oil price levels. Although the oil price hedges were calibrated to fully compensate for any potential phase-out, the final phase- 
out estimate exceeded the final hedge senlement by approximately $1 2.0 million aner tax. This difference occurred because the 2007 relationship between the U.!;. 
Department of Energy's Producer First Purchase Prices and the NYMEX oil prices, which was the basis for the hedges, diverged from the historical n o m  in the second 
half of2007, as oil prices continued to increase. The phase out reduced cash received +om the investors in 2007, and the cash froin [he hedges was received in January 
2008. 

In 2007, the benefits from the production of synthetic fuel reflect the estimated 67% reduction in revenues from third-patty synthetic fuel investon related to tan 
credit phase-outs due to high oil pnces. The phase-out range is based on oil prices represented by the annual average of Producer Fint Purchase Prices reponed by the 
U.S. Depanment of Energy. Based on the actual relationship of these prices reponed through October and NYMEX prices, TECO Coal estimates the initial phase-our 
level for 2007 to begin at $62 per barrel of oil (iBbl) on a NYMEX basis, and that the tan credits would be fully phased out sf $78BbI on a NYMEX basis. A C N ~  
Department of Energy Producer First Purchase Prices for the full year, which are normally reported in late March ofthe following year, and the actual inflation rate for 
2007 may cause positive or negative adjustments to estimated 2007 results and would be recorded in the results for the first quaner of 2008, but is not expected 10, be 
material. 

TECO Synfuel Holdings, LLC sold 90% of its ownership intemi to two third pany investors by the end of2004, along with associated percentage rights to 
benefits in the business that adjusted from time to time. Allocation ofthe benefits in 2005 was temporarily increased 8% in the fin1 and second quarters such that 98% 
of the benefits went to the third panies. In July 2005. a permanent increase in the third-pany ownenhip ofthe symthetic fuel facilities lo 98% was achieved throuph the 
sale of an additional 8D/o interest to a new participant. 

Under these third-party ownership transactions, TECO Coal was paid to provide feedstock. operate the synthetic fuel production facilities and sell the output: 
TECO Coal a150 recognized a gain on the a l e  of the ownership interests in the facilities for each ton of synthetic fuel sold. The purchasers had the risks and rewards of 
ownenhip and were allocated 98% ofthe tar credits and operating costs. 

TFCO Coal recorded 51.4 million and 52. I million ofafter-tax benefits from the production associated with its remaining synthetic fuel ownership interest in 
2007 and 2006, respectively, but recorded no synthetic fuel lax credits in eamings for 2005 because ofTECO Energy's actual 2005 tan position. 
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TECO Coal Outlook 

We expect TECO Coal’s 2008 net income to exceed its 2007 non-CAAP results excluding synthetic fuel. Total sales are expected to be in a nnge between 
9.5 million and 10 million tons in 2008 with no synthetic fuel production, compared to 9.2 million tons in 2007. The higher expected sales volume reflects the 
sonnewhat improved coal market, which has been driven by supply and demand in the intemational coal marker and the expectation of more normal inventory levds at 
U.S. utilities. Due to the signing of steam coal contrd~t~  for 2008 delivery dunng periods of lower prices in 2006 and 2007 and ils metallurgical coal conti8ctS early in 
the renewal cycle, TECO coal expects its average realized price per ton in 2008 to be higher than in 2007. but lower than the current market prices. Although the 
average selling price far all products is expected to increase in 2008, the cost ofproduction is expected to increase at a higher rate. The benefits from closing higher cost 
facilities in 2006 and 2007 are expected to be more than offset by higher diesel fuel prices and higher safety costs than in 2007. Fully-loaded cash margins per ton in 
2008 are expected to be about $1 0 per ton, and after-tax margins are expected to be about $4 per ton. 

Coal Markets 

Following the very robust markets for Central Appalachian coal in 2004 and 2005, a mild 2006 summer and a mild 2007 winter caused utilities to bum less coal 
and increased inventories at utility users to above normal levels for much of2007. As a result, spot market prices for Central Appalachian utility steam coal declined 
more than 40% between the summers of 2006 and 2007. Contracts for delivery of steam coal in 2007 signed in the last six months of 2006 and the first nine months of 
2007 were at prices below those experienced in 2005 and early 2006. 

Beginning in the fall of 2W7, prices for Central Appalachian coal, especially metallurgical coal. strengthened due to intemational supply and demand pressure. 
Continued strong demand for coal in China and India, bottlenecks in pons in Australia, high oceangoing freight rates and the temporary closures of several major 
metallur@cal coal mines caused prices for coal sold in intemational markets to increase. 

Many ofthe same factors caused the intemational demand for steam coal to increase in the fall of 2007. AS a result of higher intemational demand and industry- 
wide expectations far declining inventories and potential for lower supplies from Central Appalachia due to rising safety costs and delays in issuance of required 
environmental permits for new mines. Through early February 2008, spot prices for domestic steam coal increased approximately 48% since October 2007. 

TECO Coal sells almost a l l  of its annual production under either multiyear contracts 01 contracts that are finalized late in the previous year or early in the 
delivery year. In 2007, TECO Coal benefited tiom cmmcts, which included some multi-year contracts. signed in the stronger 2005 price environment. It currently has 
100% d i t s  planned 2008 sales under contracts that were signed primarily in 2006 and 2007 before the significant price increases late in 2007. The multi-year approach 
to contracting reduced the impact of the weaker coal markets in 2006 and 2007, but is limiting the upside from the very strong coal markets in 2008. For 2009, T K O  
Coal currently has 40% of its expected sales contracted, primarily utility steam coal. 

The significant factors t h ~ t  could influence TECO Coal’s results in 2008 are cost ofproduction and the ability to sell coal at attractive plices in the spot m;trket 
Longer-term factors that could influence results include inventories at steam coal usen, weather, general economic conditions, the level of oil and natural gas p r im,  
coinmodity price changes which impact the cost of pruduction, and C 0 2  reductions if required (see the Environmental Compliance and Risk Factors sections). 

TECO GUATEMALA 

Our TECO Guatemala operations consist of two power plants operating in Guatemala under long-term contracts and an ownership interest in DECA 11, which 
has an ownership interest in Guatemala’s largest 
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distribution utility. Empresa Elemica de Guatemala (EEGSA) and affiliated energy-related companies which provide, among other things, electricity tranSmiSSiOl1 
semices, wholesale power sales to unregulated elechic customers, engineering services and telecommunication semiccs The San JosC and Alborada power Stations in 
Guatemala both have long-ten power sales contracts. TECO Guatemala's ownership interest in EEGSA is held jointly with panners lberdrola of Spain and the 
Portuguese energy company EDP that together own an 81 % controlling interest in EEGSA and the affiliated companies, of which TECO Guatemala owns 30%. 
lberdrola is the operating partner of EEGSA. 

The Guatemalan operations are utility-like in narure due to the long-term power sales contracts and stable operations ofthe power generating facilities. ma San 
JosC Power Station is a baseload coal-fired station with high capacity and availability factors. 

The Alborada Power Station, which C D ~ S ~ S ~ S  of oil-fired, simple-cycle combustion tuhines, is a peak-load facility with high availability, but low capacity .factor 
by design. Guatemala is heavily dependent on hydro-electric S O U K ~ S  for power generation. The Alborada Power Station is under contract Io EEGSA but it is desiignated 
to be operating reserve  latus for the country ofGuatemala by the country's power dispatcher. The plant runs at peak times or in times of loss of a major generating unit 
or transmission circuit in the country. 

In 2007, net income was $44.7 million, compared to 537.6 million in 2006. Earnings for EEGSA increased due to cu~tomer growth and higher energy sales at 
EEGSA and increased eamings from the affiliated companies. EEGSA had 3.8% customer growth in 2007, increasing its customer base by 3 1,000 to over 840,000 at 
year-end. Net income far DECA I I  reflected a $1.9 million after-tax benefit related to an adjutmen1 to previously estimated year-end results. The San Josh Power 
Station realized increased revenues in 2007 from both contract and spot sales with wluines up 2% and 5%. respectively, and prices up 3% for Contract and spot sales. 
Higher energy sales were a result of99.5% availability, as calculated under its power sales agreement, and the highest net generation and capacity factor (92.2%) ever 
experienced for the San Jose Power Station. It also recorded its best heat rate in three years and a continuous run of I I 7  days. In a comparison made with coal units of 
similar size operating in the United States, the San JosC Power Station's capacity factor and overall availability (94.9%) were in the lop 10% and top I%. respectively. 
The Alborada Power Station benefited from higher capacity payments as scheduled under its contract and a 99.9% availability as calculated under its power sales 
agreement. Interest expense decreased due to lower interest rates and lower project debt balances, and interest income increased on higher offshore cash balances 

TECO Guatemala had net income of $37.6 million in 2006, compared to $40.4 million in 2W5, which was driven by 4.3% customer growth at EEGSA, 3% 
higher generation at the San Jose Power Station, higher capacity payments at the Alborada Power Station, lower insurance and interest expense, and operating and 
maintenance expenses essentially unchanged from 2005 levels more than offset by a higher tax rate. 

At TECO Guatemala. we expect 2008 net income to decrease from 2007 IcveIs. Results in 2007 reflect outstanding performance of the San Jose Power Station 
with extremely high availability and capacity factors. In 2008, increased scheduled maintenance is expected IO reduce the availability and capacity factors, which will 
result in lower spot energy sales and increased costs. Results at DECA II are expected to be driven by higher energy sales to retail customers being more than o f k t  by 
the absence ofthe $1.9 million after-tax benefit recorded in 2007 to adjust previously estimated results. 

The Comisih Nacional de Energia ElCctrica (CNEE) was created under the General Electricity Law of I996 as a branch ofthe Minisny of Energy and Miines in 
Guatemala and regulates the energy Sector in Guatemala. EEGSA is undergoing a new rate setting process to d e t m i n e  the Value Added Distribution WAD) charge 
applicable in the tariffs, leading to new rates effective in the summer of 2W8. The new VAD rates that EEGSA can charge its customers for the use of its distribution 
lines will be set for a term of five years. The current VAD rates were established in May 2003. It is not possible to predict the outcome of the VAD review, but TlECO 
Guatemala personnel are monitoring and panicipating in this process. 
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The two distribulion companies sewing rural Guatemala, DEOCSA and DEORSA, which are owned and operated by the Spanish utility, Union Fenosa, have 
issued a combined request for proposals for a 200-megawatt baseload coal-fired unit to be constlllcted in Guatemala with commercial operation expected in 2012. 
TECO Guatemala is evaluating this opportunity and enpecls to submit a bid in the spring of2008, either individually or in a parmership with others, to build, own and 
operate the plant. If successful, TECO Guatemala would expect to sign a IS-year power sales agreement with DEOCSA and DEORSA. The plant would be constructed 
to meet World Bank and Guatemala Environmental Guidelines and is expected to be fin" With non-~~cou~se  project debt, similar to the existing TECO Guatejnala 
plants. 

PARENTiOTHER 

In 2007, Parentiother ne1 income was 552.5 million, compared to a EOSI of $60.4 million in 2006. In 2007, the non-GAAP cost was $60.4 million, compared to 
$74.2 million in 2006. Non-GAAP costs in 2007 exclude the $149.4 million gain on the sale ofTECO Transport, $16.3 million o f  after-tax charges related to the !;ale of 
TECO Transpon and the 520.2 million after-tax charge related to the debt extinguishmendexchanges completed in December. Non-GAAP costs in 2006 exclude Ihe 
$5.7 million after-tax gain on the unused steam turbines and the $8.1 million gain on the a l e  of the remaining assets of the unfinished McAdams Power Station. which 
had been previously impaired. In 2007. parent interest expense declined $29.2 million, or $18. I million afler tax, reflecting parent debt retirement, which more thm 
offset the $1 I .O million lower parent interest income due to lower cash balances. (See the 2007 GAAP lo non-GAAP reconciliation table.) 

In 2006, the Parentiother cost was $60.4 million, compared to 5 127.1 million in 2005. In 2006, the Parentiother non-GAAP cost was $74.2 million, compared to 
$80.4 million in 2005,2006 Non-GAAP  result^ in Parentlother excluded the after-tax gains described above. No"-GAAP results in 2005 excluded $46.7 million (if 
after-tax charges assaciated with the early retirement ofdebt (see the 2005 and 2006 GAAP to nom-GAAP reconciliation tables). Resulla in 2006 were driven Iby 
parent interest expense which was $1 8.1 million. or 51 I .2 million aRer tax, lower than in 2005 due to the debt redemption and refinancing actions initiated in mid-2005. 
This was offset, in pan, by no longer allocating interest to TWG Merchant. Pretax parent-level interest allocated Io the operating companies was $23.1 inillion in 2006, 
compared lo 536.2 million in 2005. Investment income on cash and shw-term investments increased $6.6 million over 2005 as a result of higher interest rates and 
higher investment balanccs. 

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

TECO TRANSPORT 

As a result of the sale closing, TECO Trampon's 2007 net income of $34.0 million reflects activities through Dec. 3,2007, compared to $22.8 million in :!006. 
Non-GAAP results were $24.3 million in 2007, compared to $25.8 million for the full-year period in  2006. TECO Transport's 2W7 "on-CAAP results include $51.7 
million ofafter-tax depreciation that was excluded from reponed net income. Non-GAAP results in 2006 excluded $3.0 million of after-tax direct costs associateti with 
damage from Humicane Katrina, net of insurance recovery. (See the 2007 and 2006 GAAP to non-GAAP reconciliation lables.) Because ofthe Assets Held fix Sale 
classification of TECO TrAnspont, the recording of depreciation was discontinued as of Apr. I, 2007. Results in 2007 reflect increased third-panty volumes at TECO 
Bulk Terminal, rhe impacl of low water conditions on the rivers, which limited tow sizes, lower river rates when compared to the near record levels in 2006, and higher 
earnings from third-party business at the oceangoing operations 

In 2006, TECO Transpon recorded net income of $22.8 million, compared to $20.2 inillion in 2005. The 2006 results reflected higher river barge rates and 
equipmenl utilization, improved oceangoing equipment utilicalion, lower repair costs at TECO Ocean Shipping, and higher Tampa Electric movements. partially offsec 
by higher fuel costs and lower tonnage far third-panty customers. Non-GAAP resulls of $25.8 million in 2006 
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excluded $4.5 million of after-tax direct costs associated with damage from Humcane Katrina at TECO Bulk Terminal and TECO Barge Line, and $1.5 million ofafler- 
tax insurance recovery at TECO Barge Line, compared to 2005 non-GAAP results of$19. I million, which excluded $12.6 million ofdirect Huecane Katrina costs and 
$1 3.7 tmillion of insurance recovery (see the ZOO6 and 2005 GAAP to non-GAAP reconciliation table). 

As discussed in the Overview section, we completed the sale of TECO Transpm to an investment group led by Greensmet Equity Partners, L.P. for gross 
proceeds of $405 million. The sale resulted in an afler-tan net book gain of $149.4 million, before $1 6.3 ofafler-tax transaction related costs recorded at TECO Energy 
parent. Proceeds from the sale of TECO Transpon were used to pay do- parent level debt on an accelerated basis. 

TWG MERCHANT 

Since 2003, our strategy has been to focus on OUT Florida utilities and our profitable unregulated businesses and to reduce our exposure to the merchant power 
markets. In 2005, we essentially completed our exit fiam the merchant power business and the sales of the !minor remaining assets were completed in 2006 (see tkie 
Overview section). Beginning in 2W6, only historical information is provided for TWG Merchant. Any remaining results are included in Parentlother. 

In 1999, we began to expand o w  presence in the domestic independent energy industly. From 2000 through 2003 we purchased unregulated generating plrrnts 
and built other unregulated generating plants. ARer we had committed to the major investments in unregulated power, conditions in energy markets changed, and the 
prospects for operating losses and negative cash flow at most ofthe merchant facilities we were constructing caused us to delay some projects and sell others 
commencing in 2003. 

In 2004 and 2005, we took aggressive actions to complete our exit from the merchant power business. We sold plants at a loss, and in the case of the large Union 
and Gila River projects, we sold and transferred the ownership to the lenden, which caused us to write-off our equity investment. These actions resulted in significant 
write-offs ofthe equity investments in the projects, in the generation ofnet operating losses for tax purposes (see the Income Tax section), and left us with a high level 
of parent debt that we have been retiring. 

OTHER ITEMS IMPACTING NET INCOME 

Other Income (Expense) 

In 2007, Other income or (expense) of $152.1 million reflected the $84.5 million ofmark-to-market gains on the oil price hedges on synthetic fuel production at 
TECO Coal; $68.6 million ofpretax income from the Guatemalan operations. which we accounted for as equity investments; $I 9.4 million ofpretax interest inca,me on 
invested cash balances; and a $32.9 million pretax charge related to the debt extinguishment and exchange completed in 2007. 

In 2006, Other income or (expense) of 16153.6 million reflected the $46.6 million from the installment sale ofthe 98% interest in the synthetic fuel production 
facilities at TECO Coal: 1658.6 million ofpretax income from the Guatemalan operations, which are accounted for as equity investments: 534.8 million of pretax interest 
income on invested cash balances; and $6.0 million afpretrn gains on the sinaller assets sold in 2006. Income fmm the sale of the interests in TECO Coal's synthetic 
fuel production facilities was reduced in 2006 by the 35% limitation on the lax credits due to high oil prices and lower production in 2006 (see the TECO Coal 
section). 

AFUDC equity at Tampa Elect% which is included in Other Income (expense), was $4.5 million and $2.1 million in 2007 and 2006. respectively, and there was 
no AFUDC recorded in 2005. AFUDC is expected to increase in 2008 due Io the installation ofcombustion turbines to meet peak load capacity needs, the initial 
spending on baseload capacity and for NO. control at Tampa Electric's Big Bend Station (see the Environmental Compliance and Liquidity. Capital Resources 
sections). 
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Interest Expense 

Total interest expense was $257.8 million in 2007 compared to 5278.3 million in 2006 and $288.7 million in 2005. In 2007, interest expense was reduced tiy the 
December 2006 retirement of the remaining 8.5% trust preferred securities (TruPS) outstanding, the repayment in January 2007 of557 million of 5.93% junior 
subordinated notes, the repayment of $300 million of 6.125% not- in May 2007, and the repayment of$l I 1  million of 5% Dock and Wharfbonds in September. In 
2006, interest expense was reduced by the repayment in June 2005 of $380 million o f  10.5% notes and the December 2005 repa)ment of $ 100 million of 8.5% TmPS 
Interest expense also reflects Tampa Electric Company's issuance of $250 million of 6.1 5% notes in May 2007 and use ofproceeds to repay $150 million of matunng 
notes and reduce shon-term borrowings (see the Financing Activily section). 

Interest expense is expected lo decrease in 2008 due to the full-year benefits from the debt retirement actions taken in 2007 and the planned retirement ofthe 
$100 million of floating rate notes in 2008, panially offset by Tampa Electric Company's increased borrowings to support its capital spending program (see the 
Liquidity, Capital Resources section). 

Income Taxes 

The provision for income taxes increased in 2007 due to higher operating income, the gain recognized on the sale of TECO Transport, and the hedge settlement 
at TECO Coal. The provision for income taxes increased in 2006 from higher operating income primarily due to lower debt extinguishment costs and lower interest 
expense. Income tax expense as a percentage of income from continuing operations before taxes was 34.9% in 2007,32.7% in 2006 and 32.6% in 2005. For 2008, we 
expect the effective tax rate to be in the range of30% lo 35%. 

The cash pa.ments for income taxes. as required by the Altemative Minimum Tax Rules (AMT), State income taxes and payments (refunds) related to prior 
years' audits was $(IUS million), 510.4 million, and $27.4 million in 2007, 2006 and 2005, respectively. The 2007 refund was a result o f a  2W3 and 2004 foreigm tax- 
credit canyback claim. 

Due to the gencration of deferred income tax assets related to the net operating loss (NOLJ any-fonuard hom disposition of the TWG Merchant generatirlg 
assets (see the TWG Merchant section), we expect future cash tax payments for income taxes to be limited to approximately 10% o f  the AMT rate, reduced by AMT 
foreign tax credits and various State taxes. We currently expect to utilize these NOLs through 201 I .  Beyond 201 I, we expect to use more than $200 million of  AhlT 
cany-foward to limit future cash tan paymenls for federal income taxes io the level of AMT. Our current projection ofcash income tan paymnts  in 2W8 is 
approximately 58 million, including amounts owed to jurisdictions where we do not have NOLs. For the 2009-201 1 period, we estimate tar  payment^ to be in the range 
of $2 million to $4 million annually. 

The synthetic fuel tax credit is determined annually and is estimated to be $0.4034 per million Btu four 2007 afler phascout ($1.2310 per million Bfu with 110 
Phase-outLand was50.8138perinillionBtuin2006($1.2121 perinillionBtu withnophase-out)and$1.17permillionBtuin2005.Thisrateescalated withintliltion 
hut was limited by the t u  credit phase-out due 10 high domestic oil prices. (See the discussion ofthe reference oil price in the TECO Coal section.) 

In 2007.2006 and 2005, income tax expense also reflected a decrease due to the impact of increased ovepjeas operations with deferred U.S. tan structures. The 
decrease related to these deferrals was $1 1.0 million, $9.2 million and $9.4 million for 2007,2006 and 2005, respectively. 

The income tan effect of gains and losses from discontinued operations is s h o w  as a companent ofresults from discontinued operations. 
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DISCONTINUED OPERATIONS 

Discontinued Operations 

(million, - "fler4m) 
Loss an operations s - 1 6 -  $ (11.6) 
Gain on disposition of Union and Gila River - - 76.5 

I .8 
TECO Solutionslother 14.3 1.9 -a) 

S 14.3 $ 1.9 $ 63.5 Total discontinued operations 

2005 - 2007 2006 

- Commonwealth Chesape&e wile-off - 

--- 
In 2007, net income from discontinued operations reflects a $14.3 million tax benefit recorded in discontinued operations in the second quarter as a result of 

reaching a favorable c o n ~ l ~ s i o n  with taring authonties related to the 2005 disposition of the Union and Gila River merchant power plants. TECO Transport was riot 
classified as B discontinued operation due 10 the ongoing contractual relationship with Tenpa Electnc for solid fuel waterhome transponation services. 

In 2006, net income from discontinued operations was $I .9 million. reflecting pnmarily the recovery of receivables and adjustments for estimates for businesses 
that had been previously written off. In 2005, net income from discontinued operations was $63.5 million. 

The 2005 results include the operating mul l s  from the Union and Gila River power stations (TPGC) through the end of May 2005 and the $76.5 million after- 
tax gain recorded upon (he final disposition ofthe plants. Discontinued operations also include results for the Commonwealth Chesapeake Power Station until its sale in 
April 2005 and adjustments 10 estimates far impainnents on previously divested assets. 

Discontinued OperntionslAsset Dispositions 

TECO Energy completed a number of asset dispositions in 2006 and 2005 as pan o f a  revised business strategy to focus on the electric and gas utilities and long- 
term profitable unregulated business= and 10 reduce exposure to the merchant power sector. This process was completed with the sale in 2006 of TECO T h m a l  and of 
the uncompleted McAdams Power Station. In 2005, TWG Merchant sold its membership interest in Commonwealth Chesapeake Power Station (CCC) in Virginia and 
substantially all the assets of thc Dell Power Station in Arkansas. BCH Mechanical, Inc. (BCH Mechanical) was also sold in 2005. In 2005, TECO Energy compl8:ted 
the sale and transfer of the Union and Gila River project companies (see Notes 16 and 21 to the TECO Energy Consolidated Financial Statements ). TPGC's 
results are accounted for as discontinued operations fur 811 periods reponed. Revenues from the discontinued operations of TPGC in 2005 were $109.1 million. Net 
income (lass) from the discontinued operations of TPGC was $65. I inillion in 2005. 

LIQUIDITY, CAPITAL RESOURCES 

The table below sets fonh the Dec. 3 I, 2007 consolidated liquidity and cash balances, the cash balances at the operating companies and TECO Energy pnrcnt, 
and amounts available under the TECO Finance and Tampa Electric credit facilities. 

n m p  otllr, 
Ef<d,iC "P"i"8 PO,<"# 

p i i I i o m ~  ConsolkWrd rampnny E0mpn"ieS Fi"*"ce 
Credit facilities $ 675.0 $ 475.0 $ - $ 200.0 

9.5 Drawn amountslLetters of credit 34.5 25.0 - 
Available credit facilities 640.5 450.0 - 190.5 
Cash 162.6 11.9 50.9 99.8 
Other investments 15.0 
Total liquidity $ 818.1 $ 461.9 $ 65.9 $ 290.3 

$ 0.2 $ 7.2 

-- 

- I 5.0 - 

7.4 $ - Consolidated restricted cash (not included above) 5 
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Cash at the other operating companies includes $35.8 million at TECO Guatemala held offshore due to the tan deferral SmcNre associated with EEGSA and its 
affiliated companies. Other investments reflect an additional $15.0 million held offshore at TECO Guatemala with longer term maturity dates. In addition to 
consolidated cash, BS of Dec. 31,2007, unconsolidated affiliates owned by TECO Guatemala, CGESJ (San Jose) and TCAE (Alborada), had unrestricted cash balances 
of $19.9 million and restricted cash of $4.9 million, which are not included in the table above, as these project companies were deconsalidated due to the adoption of 
FM 46R, Consolidotion qf varroble Inreresr Enririeu, effective Jan. 1,2004 

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

In 2007, we met our cash needs from a mix ofintemal SOUTCCS and long-tenm notes issued at Tampa Electric Company. Wc received cash from the sale ofTECO 
Transport and used those pnseeds primarily to accelerate the retirement ofparent debt. Cash from operations was $554 million in 2007. Other sources ofcash in :LO07 
included $405 million from the sale ofTECO Transport, $78 million ofproceeds from third-patty investors far ownership interests in TECO Coal's synthetic fuel 
production facilities, $37 million repatriated from TECO Guatemala, and $250 million from the issuance of long-tmn debt at Tampa Electric Company. We used cash 
to retire $357 million of TECO Energy parent debt at maturity, $ I  I I million ofTECO Enerby parent-guaranteed TECO Transpon Dock and Wharfbonds at maturity. 
and $297 million of TECO Energy parent debt prior IO maturity, and the regulated companies reduced shon-term borrowings $23 million and repaid $150 million o f  
long-tenn debt at maturity. We paid dividends in 2W7 of$163 million on TECO Energy common stock. Our capital expenditures for the year were $494 million. 

In 2006, we met our cash needs from a mix ofintemal sources, asset sales and long-term notes issued at Tampa Electric Company. Cash from operations vias 
$567 million in 2006. Other sources of cash in 2006 included $123 million of proceeds from third-paq investom for ownership interests in TECO Coal's synthetic fuel 
production facilities, $250 million from the issuance of long-term debt at Tampa Electric, and $42 million from the sale of land at TECO Properties and the remaining 
merchant power and energy sewices assets. We used cash to retire the remaining $1 00 million of 8.5% tmst preferred securities prior to marurity, and the regulated 
companies reduced shon-tnm borrowings $I 67 million. We paid dividends in 2006 of$l59 million on TECO Energy common stock. Our capital expendirures for the 
year were $456 million. 

Cash from operations 

In 2007, consolidated cash flow from operations was $554 million, which included, among nonmal operating items, net cash of $124 million reflecting the 
FPSC-approved recovery of previously underwecovered 2006 and 2W5 fuel costs, which was panially offset by Tampa Electric's sale of excess SOI emissions credits. 
In addition. cash from operations reflects a $30 million contribution to the pension plan in 2007. and premiums paid in the early cxtinguishmentlenchange of parent 
debt. The accounting treatment of the sale of interests in the synthetic fuel production facilities at TECO Coal includes the costs associated with synthetic fuel 
production in cash flow from operations, but the proceeds from the third-party synthetic fuel investors are reponed as cash from investing and financing activities. 

TECO Coal had previously sold a total of 98% of the ownenhip interests in its synthetic fuel production facilities to third-party investors. In 2007. cash flow 
from operations includes the operating losses ofapproximately $65 million (pretax) associated with the production of synthetic fuel, while the cash benefits fmm the 
sale of the synthetic fuel production fac es and the net hedge proceeds are included in the investing and financing activities on the Consolidated Statement ofcash 
Flows. 
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We expect cash from operations in 2008 at a level similar to 2007. We expect that reduced cash flows from the sale ofTECO Transpan and lower fuel 
recoveries will be offset by lower interest expense and the elimination ofcosts assaciated with TECO Coal's synfuel operations and the premiums paid for the ear!ly 
extinguishment ofparent debt in 2007. 

We contributed $30 million to our pension plan in 2007. as planned, following a voluntary $30 million contribution to the plan in 2006 to accelerate 
impmvelnent in the plain's funded status. We expect to contribute $9 million in 2008, and estimate that our contribution will average about $1 I million annually in 2009 
through 201 2 (see Note 5 to the TECO Energy Consolidated Financial Statements ). 

Cash from Investing Activities 

Our investing activities in 2007 resulted in a net use of cash of $28 million, including, among other items, capital expenditures totaling $494 million and the 
$405 million ofgross proceeds from the salp of TECO Transpon. In 2007, proceeds related to the sale of the 98% ownership interests in TECO Coal's synthetic fiiel 
facilities were eliminated due to the 67% phase-aut of the tax credits. TECO Coal received in 2007 synfuel proceeds of $30 million that had been held in escrow for 
several yean. In 2007 we placed hedges to protect against the phase-out of synfuel proceeds due to high oil prices and paid premiums ofapproximately $3 1 millico. We 
received $42 million associated with the oil price hedges in 2007 with the remaining hedge net settlement of $79 million received in January 2008. Investing activity in 
2W7 also included $27.5 million received primarily from the unconsolidated Guatemalan affiliates, less $15 million of investments in a tan-deferred status. 

We expect capital spending for the next several yean to be higher, primarily at Tampa Electric due to spending on combustion turbines to meet peak load needs 
and thc initial spending on its next baseload generating capacity addition, which is enpccted to be required in early 201 3 (see the Tampa Electric and Capital 
Expenditures sections). 

Cash from Financing Activities 

Our financing activities in 2007 resulted in net use of cash of $805 million. Major items included the retirement of $357 million ofparent debt at maturity. the 
retirement of $I I 1  inillion of parent-guaranteed TECO Transport Dock and Wlatfbonds st maturity, the early retirement of $297 million of TECO Energy parmi debt 
due in 2010, and Tampa Electric Company's issuance of $250 million of long-tmn notes and repayment of 5150 million ofnotes at maturity (see the Financing 
Activity section) and $23 million reduction of shon-tenn borrowings. We paid $163 million in common stock dividends, and we received $81 inillion for providing the 
feedstock and reimbursement of the operating costs o f  TECO Coal's synthetic fuel production facilities in the fonn of minority interest payments from the third-pany 
owners. 

In 2008. Tampa Eleclnc Company expects to utilize equity contributions from TECO Energy, and long- and shon-tenn borrowings under its credit facilities to 
support its capital spending program for noma1 working capital fluctuations, and 10 implement its plans to address the disluptions in the auction-rate debt marketlr for 
its custom-rate securities (See the Financing section). We have no significant debt maturities in 2008. See the Cash and Liquidity Outlook section below for a 
dixussion of financing expectations beyond 2008. 

Cash and Liquidity Outlook 

In general, we target consolidated liquidity (unrestricted cash on hand plus undrawn credit facilities) of at least 5500 million, comprised of $300 million far 
Tampa Electric Company and $200 million for TECO Energy. At Dec. 31,2007 our consolidated liquidity was $81 8 million, consisting of $462 million at Tampi, 
Electnc Company, $290 million at TECO Energy parent and $66 million at the other consolidated operating companies. Of this amount. $51 million WBS held offrhore 
due to the tax deferral structure associated with EEGSA and its affiliated companies. In addition, there was $20 million ofunrestricted cash at the unconsolidated TECO 
Guatemala operating companies. 

We expect our sources of cash in 2008 to include cash from operations at levels Similar to 2007 as described above, net proceeds of $80 million associated with 
OUT 2007 oil price hedges and net bonowings at the regulated Florida utilities ofapproximately $ 1  75 million. As our Synthetic fuel production ended in 2007 with, the 
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expiration ofthe tax credits, no cash flows associated with this program are expected in 2008. We plan to use cash in 2008 for capital spending estimated at $631 
ntiliim and dividends to shareholden. Although we have no significant debt maturities in 2008. we plan to retire early the $100 million ofparent debt due in 2010 

We expect TECO Energy parent 10 have a net use of cash of approximately $90 million in 2008 after dividends to shareholden and the 5100 million early debt 
retirement. ?hihis forecast is based on the assumptions described above and also ~ S S U ~ C S  that we make $190 million ofequity contributions to Tampa Electric. 

TECO Energy does not expect to access the capital markets. Tampa Electric Company expects to access the debt capital markets for long-term debt to support its 
capital spending program, and expects to utilize its credil facilities for nonnal working capital fluctuations, and to implement its plans to address Ihe disruptions in the 
auction-raw debt markets for its auction-rate securities (see the Financing section). 

Our expected cash flow could be affected by variables discussed in the individual operating company sections. such as wstomer growth and usage changes at 
our regulated businesses, coal production levels and coal sales prices. In addition, actual fuel and other regulatoly clause net recoveries will typically valy front those 
forecasts; however, lhese differences are generally recovered within the next calendar year. It is possible however, that unforeseen cash requirements andior shortialls, 
or higher capital spending requirements could cause us to fall short ofour liquidiry large1 or to require extemal capital to meet future TECO Energy parent debt 
marutitis (see the Risk Factors section). In addition, both PGS and Tampa Electric. as a result of capital investments and increased operating cost, have determined 
that they will need to seek base rate relief. The oulcome of future base rate proceedings, which we cannot predict, could impact our liquidity and capital resources (see 
the Tampa Electric, Peoples Gas and Regulatory sections). 

The higher capital expenditures erpecled at Tampa Electric over the next several yean will require additional equity contributions from TECO Energy in order 
to support the capital Structure and financial integrity of the utility. Tampa Electric funds its capital needs wilh a combinalion of intemally generated cash, exlemal 
borrowing and equity contributions from TECO Energy parent. The sale of TECO Transport allowed us to use proceeds for the early implementation ofour parent debt 
retirement plans. This positions us to redeploy cash that was planned for debt retirement in those yean to Tampa Electric in the form of parent equity contributions to 
fund its generation expansion and other capital needs. 

Credit Facilities 

AI Dec. 3 I ,  2007 and 2006, the following credit facilities and d a t e d  borrowings existed: 

December 31, 2007 

Tamps Electric 5-year facilit) 

I-year accounts receivable facility 150.0 25.0 
TECO Finmec"' J-year facility 200.0 - 
Total S 675.0 $ 25.0"' - 
( I )  
( 2 )  

Prior 10 May 2007, TECO Energy was the borrower under this facility. 
Borrowings outstanding are reported as notes payable. 

- 150.0 35.0 - 

9.5 -- 200.0 - 95 - 
D 9.5 - s 48.01' 5 9.5 

~ ~ 

These credit facilities require commitment fees ranging from 9.0 to 17.5 basis points. T%he weighted average interest rate on outstanding notes payable und4:r the 

At Dec. 3 I, 2007, TECO Finance had a $200 million bank credit facility in place guarani& by TECO Energy with a maturity date ofMay 2012. Tampa E;leetric 

credit facilities at Dec. 3 I, 2007 and 2006 were 4.16% and 5.45%, respectively. 

Company had a bank credit facility lotaling $325 million, also maturing in May 2012. In addition, Tampa Electric Company had a $150 million accounts 
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TECO Energy Significant Finsncinl Covenants 

(millions, uniem uthenubr indkolcd) 
Cdruluriun 111 Dec. 31. 2007 - INtr"", F;"O"<id co"m.",'" R~~"i,~mmURls,,ioian 

Tampa Electric Company 
PGS senior notes EBITiinterest"' Minimum of 2.0 times 3.1 times 

Restricted payments Shareholder equity at least $500 $1,801 
Funded debticapital Cannot exceed 65% 5l.7"h 
Sale ofassets Less than 20% of total assets 0% 

Credit fae i l i ly  
Accounts receivable credit facility"' 
6.25% senior notes 

Insurance agreements relating to 

TECO Energy~lICCO Finance 
Credit facilitv"' 

pollution bonds 

TECO Energy 7SYo notes 

DebVcapital 
Debticapital 
Debtleapita1 
Limit on liens'" 
Limit on liens'" 

DebUEBITDA"' 
EBITDNinterest"' 
Limit on additional indebtedness 

Dividend resmction"' 
Limit on liens'" 

TECO Energy floating rate notes, TECO 
Energy and TECO Finance 6.75% 
notes 

Restrictions on secured debt 

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

$0 liens outstanding 
$0 liens outstanding 

Cannot exceed 5.00 times 2.7 limes 
Minimum of 2.60 times 4.8 limes 
Cannot exceed $1,036 $0 

Cannot exceed $50 per quaner $41 
Cannot exceed $216 (5% of tangible assets) $0 outstanding 

TECO Diversified 
CWAI supply agreement guarantee Dividend restriction Net worth not ISS than $498 (40% of $724 

tangible net assets) 

(I) 
(2) 

(3) 

(4) 

(5) 
(6) 

As defined in each applicable instrument. 
EBIT generally represents eamings before interest and taxes. EBITDA generally represents EBIT before dqreciation and ainonililtion. However. in each 
circumstance, the tenn is subject to the definition prescribed under the relevant agreements. 
TECO Finance is the bomower and TECO Energy is the guarantor on this facility. See description ofcredit facilities in Note 6 to the TECO Energy 
Consolidated Financial Statements 
TECO Energy canna1 declare quanerly dividends in excess of the restricted amount unless liquidity projections, demonstrating su5cient cash or cash equivalents 
to make each of the next three quanerly dividend payments, are delivered to the Administrative Agent. 
If the limitation on liens is exceeded the company is required to provide ratable security to the holders of these notes. 
The indentures for these notes contain res1"ctions which limit secured debt of TECO Energy if secured by Principal Propmy OT Capital Stock or indebtedness of 
directly held subsiditdries (with exceptions as defined in the indentures) without equally and ratably securing these notes. 
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Credit Ratings of Senior Unsecured Debt at Dec. 31,2001 

Tampa Electric Company 
TECO EnergylTECO Finance BB+ Baa3 BB+ 

In December 2007. upon completion of the sale of TECO Transport, Moody's Investor Service upgraded the rating on TECO Energy's Senior unsecured debt to 
investment grade at Baa3. Standard & Poor's upgraded TECO Energy's corporate credit rating lo BBB- in November 2007, the same as Tampa Elecmc Campanli's 
corporate credit rating. Filch placed TECO Energy's ratings on review for possible upgmde in October 2007. Moody's and Standard &Poor's have assigned stable 
outluoks to our ratings. Moody's and Filch have assigned positive outlooks to Tampa Electric Company's ratings, while Standard & Poor's reflects a stable outlook. 

Standard & Poor's, Maody's and Filch describe credit ratings in the BBB or Baa category as representing adequate capacity for payment of financial obligations. 
The lowest investment grade credit ratings for Standard & Poor's is BBB-, for Moody's is Baa3 and for Filch is BBB-; thus all three credit rating agencies assign 
Tampa Electric Company's Senior unsecured debt investment grade ratings. The ratings assigned to senior unsecured debt o f  TECO Energy and TECO Finance by 
Moody's are invatmen1 grade and by Standard & Poor's and Filch are below investment grade. 

A credit rating agency rating is not a recommendation to buy, sell or hold securities and may be subject to revision or withdrawal at any time by the assigning 
rating agency. Any future doungradcs in credit ratings may affect our ability to borrow and may increase financing costs, which may decrease earnings (see R i s h  
Factors section). 

Summary of C ~ n t r a ~ t u d  Obligations 

The following table lists the obligations of TECO Energy and its subsidiaries fur cash payments Tor debt service, lease payments, pension contributions and 
unconditional Commitiiients related to capital expenditures. This table does not include contingent obligations, which are discussed in a subsequent table. 

Cmtractual Cash Obligations at Der. 31,2007 

Recourse 
NO"-recO"rse"' 

Operating leasesirentals"' 
Net purchase obligations/commitmenw" 
Interest payment obligations"' 
Pension plan"' 
Total contract~al obligations'" 

$ 3 , 1 5 8 . 3  $ 5.7 5 5.5 $ 1 0 6 . 5  5 1,356.8 s 1,683.8 
10.4 1.4 1.4 I .4 3.0 3.2 
41.7 5.5 3.2 2.4 4.4 26.2 

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

54.3 9.0 15.5 11.7 18.1 ~ ---- 
5 5 , 7 7 0 . 3  $ 4 0 0 . 3  $ 2 9 3 . 1  $ 3 5 1 . 5  5 1,772.6 $ : L , W . X  -- - - ? = - I  

(I) 

(2) 
(3) 

Includes debt at TECO Energy, TECO Finance, Tampa Elstric. Peoples Gas and the other operating companies (see Note 7 to the TECO Energy Consolidated 
Financial Statements for a list 01 long-term debt and the respective due dates). 
Reflects an intercompany loan at TECO Guatemala between its consolidated Cayman Island entity and an unconsolidated Guatemalan affiliate. 
Reflects those c o n t r a ~ t ~ s l  obligations and commitments considered material to the respective operating companies, individually. At the end of 2007, these 
commitments included Tampa Electric's outstanding 
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Summary of Contingent Obligations 

The following table summakes the letters ofcredit and guarantees outstanding that are not included in the Summaly of Contractual Obligations table above and 
not otherwise included in our Consolidated Financial Statements. These amounts represent guarantees by TECO Energy on behalf of consolidated subsidiaries. TlECO 
Energy has no guarantees outstanding on behalf of unconsolidated or unrelated parties. 

Contingent Obligations st Dec. 31,2007 

("#;ll;""&) 

Letters of credit"' 
Cuarmtees Fuel purchaseslenergy management 

Total contingent obligations 
Other 

- comn;,"#m, mD;,n,;on 

$ 9.5 $ 2.5 $ - $ -  $ - $ 1.0 
-- mar,' zoos 200P 2010 2011-2012 

77.6 53.1 - - - >!3.9"' 
- 1 4  

$ 940 $ 61.7 $ - $ -  $ - $ J2.3 

- - ___ 6 9  5.5 -- - -- 
( I )  
(2) Expected maximum exposure. 
( 3 )  

Expected final expiration date with annual renewals. 

These guarantee m " n t s  renew annually and are shown on the basis of our intent to renew beyond the current expiration date 

13 

85 



Capital Expenditures 

(mwo"', 

Tampa ElecUic 
Transmission 
Distribution 
Existing generation 

Committed new generation 
Proposed new generalion 
New generation 

Other 
NO, conml projects 
Other environmental 

Net cash impact ofaccruals and retentions 
Tampa Electric 

TECO Coal 
TECO Transpon 
TECO Guatemala! 
Other 
Total"' 

Peoples Cas 

AcI~r lZ007  

IE 19 
112 
130 
12 

12 
30 
7'1 

- 

27 
409 

369 
(40) 

48 
44 
25 

2 

s 488 

2008 20u9 

$ 55 $ 70 
134 I27 
84 I27 

IO8  118 
II 124 

119 242 
47 35 
72 52 
23 8 

534 661 

543 661 
59 61 
26 34 

I 4 
2 

$ 631 $ 764 

9 ~ 

~ - 

- 

2010-2012 

$ I87 
399 
239 

7 
741 
748 
96 
13 
25 

1,707 

1,707 
1 80 
I11  

5 

- 

- 

$ 2,004 

$ 312 
660 
450 
233 
876 

1,109 
178 
137 
56 

2,902 
9 

2.91 I 

~ _ _  

-- 

-- 
300 
171 

10 
3 

$ 3,395 
~- 

( 1  ) Represenis only the capital expenditures of the consolidated operations of TECO Guaternala. Under FIN 46R the major operations of TECO Guatemala art: 
unconsolidated, and the related capital expenditures are not included in this table. 

TECO Energy's 2007 cash capital expendirures of$488 inillion included $369 million, excluding Allowance for Funds Used Dunng Construction (AFUDCF 
Equity and amounts for accruals and reicntions, for Tampa Eleclric and $48 million for PGS. Tampa Electric's capital expendirures in 2007 were priinady for 
equipment and facilities to meet its growing customer base, generating equipment maintenance, capital expenditures required for the completion of additional 
gemming capacity in the form of two peaking units, environmental compliance, and NO, ~ o n t m l  projects (see the Environmental Compliance section). Capial 
expenditures for PGS were approximately $30 million for system expansion and approximately $1 8 million for maintenance ofthe existing system. TECO Coal'!: 
capital expenditures included $21 million primady for normal mining equipment replacement, and $23 million for new mine development. TECO Transporl invested 
$25 million in 2007, including $1 I million for normal steel replacements and shipyard pe r ids  for oceangoing vcssds, $6 million for river towboat improvement!; and 
refurbishments, and $3 million to purchase previously leased vessels. 

TECO Energy eSlimaiff capital spending for ongoing operations to be $631 million for 2008 and approximately $2.8 billion during the 2009-2012 periai 

Far 2W8, Tampa Electric expecls to spend $543 million, consisting ofabout $320 million to suppon system growth and generation reliability. Included in this 
amounr is $22 million for transmission and distribution system stmn hardening, $37 million for new high-voltage transmission system improvements and to meet 
reliability requirements, and $84 million for generating system reliability, including approximately $30 million in major improvements to coal-fired units at Big Bend 
Station to lake advantage ofthe extended outages to install NO. 
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control equipment. In addition, Tampa Electric expects to spend $1 19 million for the generating capacity expansion primarily for the addition of five combustion 
turbines, $72 million for the addition of SCR equipment at the Big Bend Station far NO. control, and $23 million for other environmental compliance programs in 
2008. The five combustion turbines, one at the Big Bend Station and four at the Bayside Power Station, will meet peaking generation capacity needs and provide "black 
Stan'' capability to meet NERC reliability requirements. 

Tampa Electric's total capital expenditures over the 2009 - 2012 period a ~ e  projected to be about $2.4 billion, including its next baselaad generating capacity 
addition and new natural gas-tired combustion turbines to meet peak load generating capaciry requirements in the 2009 ~ 2012 period (see the Tampa Electric-. 
Generating Capacity Additions below). Tampa Electric expects to spend approximately $320 million annually to suppotl n o m d  system growth and reliability. This 
level of ongoing capital expcnditures reflects the generally higher costs for materials and ~ o n t r a ~ t o r ~ .  new long-term regulatory requirements for storm hardening. and 
an active program of transmission and distribution system upgrades which will occur over the forecast period. These new programs and requirements include: 
approximately $30 million annually for repair and refurbishments of combustion turbines under long-tenn agreements with equipment manufacturers: average anllual 
expenditures of $19 million for transmi~sion and distribution system storm hardening; more than $40 million annually for LranSmiSSion and distribution system 
reliability and capacity improvements; and an average of $33 million annually for state-wide high-voltage transmission system improvements in Florida and to meet 
NERC reliability requirements. In addition to the $320 million of ongoing average annual capital expenditures, Tampa Electric expects to spend $65 million for 
compliance with the Environmental Consent Decree for the remaining SCR equipment and $33 million for other required envimnmental capital expenditures in the 
20W - 2012 period. The Environmental Consent Decree compliance expendirures are eligible for recovery of depreciation and a m u m  on investment through the 
Environmental Cost Recovery Clause (see the Environmental Compliance section). 

Capital expenditures for PciS are expected to be about1659 inillion in 2008 and $241 million during the 2009 - 2012 period. Included in these amounts is an 
average of approximately $40 million annually for projects associated with customer growth and system expansion. The remainder represents capital expendirure:i for 
ongoing renewal, replacement and system safety 

TECO Coal expects to invest $26 million in 2008 and $145 million during the 2009 - 2012 period. Included in these amounts is normal renewal and replacement 
capital, including coal mining equipment. 

Tampa E lec t r i c4ene ra t ing  Capacity Additions 

Tampa Electric has committed to constructing five peaking capacity combustion turbines in 2008 and 2W9 at the Bayside and Big Bend power stations with an 
expected total cost ofS236 million, excluding AFUDC. These units will meet the expected peak demand requirements in 2009 and 2010. and several will be configured 
to meet the NERC black stan requirements for system reliability. 

Tampa Electric expects to need additional combustion turbines 10 meet peak load demand in 201 1 and 2012. The total cost for these units is estimated to be $320 
million. Tampa Electric continues 10 evaluate opportunities to purchase peaking capacity. and the decision to build or purchase peaking capacity will be derem>ined 
based on cost-effectiveness. 

Tampa Electric currently plans to meet its expected 201 3 baseload capacity need with a combined-cycle natural gas-fired plant, which together with associated 
transmission System improvcments is expected to cost approximately $555 million. While Tampa Electric expects to issue an RFP for this required baseload capacity in 
2008, as required in Florida to determine the most cost-effective means ofmeeting the demand, the amounts to self-build a natural gas-fired combined-cycle plan1 are 
included in the 2008 - 2012 capital expenditure forecast (see the Tampa Electric and Regulation sections). 

n e  forecast capital expenditures shown above are based on OUT current estimates and assumptions for nonnal maintenance capital at the operating companies: 
capital expenditures to support normal system growth 
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and new generating capacity at Tampa Electric and PGS; the new programs for transmission and distribution system Storm hardening and new transmission system 
reliability requirements; and incremental investments above normal maintenance capital to expand the PGS system and capacity at TECO Coal. Actual capital 
expenditures could vary materially from these estimates due to changes in costs for materials or labor or changes in plans (see the Risk Factors section). 

Financing Activity 

Our 2007 consolidated year-end capital structure was 61.3% senior debt and 38.7% common equity The debt-to-total-capital ratio improved significantly kom 
68.6% at Dec. 31,2006, primarily due tu the repayment of $468 million o f  parent and parent guaranteed debt at maturity and the accelerated retirement of $297 tnillion 
ofparent debt in 2047, as well as the increase in retained eamings due to the gain on the sale ofTECO Transporl 

In 2007, we completed debt tender and exchanges in which we retired early $297.2 millinn of TECO Energy notes due in 2010 and exchanged the following 
TECO Energy notes on par-for-par basis with TECO Finance notes with the same malurities: $1 71.8 million due 201 I ,  $216.2 million due 2012 and $191.2 million due 
2015. At the same time, we exchanged the following TECO Energy notes with TECO Finance notes due in 201 7, thereby extending the maturities: $236.4 million due 
in 201 I and 663.6 inillion due in 2012. 

In 2W7, we issued no new debt at the TECO Energy parent level, but guaranteed the new TECO Finance notes. We raised $1.2 million of equity through our 
dividend reinvestment plan. In 2007, Tampa Electric refinanced $125.8 million of tax-exempt Hillsborough County Industrial Development Authority bonds and $75.0 
million of lax-exempt Polk County lndusmal Development Authority bonds in auction-rate modes. Tampa Electric Company also issued $250 million of 6.15% 30-year 
notes and used the proceeds to repay $1 SO million of 5.375% notes at marurity, Io retire short-tenn borrowings under its credit facilities, for working capital need!; and 
to support its capital spending progpm. 

In 2006, Tampa Electric refinanced $86 million of tax-exempt bonds in an auction-rate mode, and issued $250 million of6,5S"% 30-year notes to support its 
capital spending pro", repay shon-term bomwings, and for general working capital needs. 

In April 2006, TECO Barge Line (a subsidiary of TECO Transport) entered into a 15-year charter agreement for the lease of 50 newly constructed ever barges to 
replace barges that had either already been retired or were scheduled for retirement. In February 2007, the charter agreement was amended to include an additional 50 
newly constructed replacement river barga.  These obligations remained with TECO Barge Line when we sold TECO T~ansport. 

76 

88 



The following table provides details of financings beginning in 2005 

D#,< SI'WUY company pr"edri covpon 011 

Notes due2017 TECO Fmance" $ 300 6 572% Debt for debt exchmge of existing TECO Energy Dec 2007 
note8 extmdine mah" - 

Dec. 2007 Notesdue2015 TECO Finance"' $ 191 6.75% Debt for debt exchange of existing TECO Energy 

Dec. 2007 Notes due 2012 TECO Finance"' S 236 7.00% Debt for debt exchange of existing TECO Energy 
notes 

notes 
Dec. 2007 

July 2007 

May 2001 

May 2007 

May 2006 

Jan. 2006 

Jun. 2005 

Jan. 2005 
May 2005 

TECO Finance"' $ 172 7.20% Debt for debt exchange of existing TECO Energy Notes due 201 I 

Tax-exempt Tampa Electric $ 126 Auction rate Refinance existing bonds 
bonds due 2018,2020 mode 
and 2025 
30-year notes Tampa Electric $ 250 6.1 5% Repay maturing notes, repay short-term debt and 

Tan-exempl bonds due Tampa Electric $ 75 Auction rate Refinance existing bonds 
2030 mode 

30-year notes Tampa Electric $ 250 6.55% Repay shoMerm debt and general cotprate 

Tax-xempt bonds due Tampa Electric $ 86 Auction rate Refinance existing bonds 
2034 mode 

5-year notes TECO Energy $ I00 Floating rate Initiate debt redemption Irefinance program 
myear  notes TECO Energy $ 200 6.75% Initiate debt redemption I refinance program 

notes 

company genera1 corporate purposes 

p"rpoSeS 

Common equity TECO Energy $ 180'" ~ Final ~ettlement ofequity security units 

(I) 
(2) 

These notes are guaranteed by TECO Energy. 
6.8 inillion shares issued in the final settlement ofthe 9.5% convmible equity units 

Auction Rate Securities Remarketing 

In 2006 and 2001. Tampa Electric issued five series of revenue refunding bonds through the Hillsborough County and Polk County lndusmal Development 
Authorities (HCIDA and PCIDA, respectively). These refunding bonds, $286.8 million in aggregate, culrently bear interest at an auction rate, which means that the 
interest rate is periodically reset in an auction process. These bonds are insured by Two nationally recognized bond insurance companies. In late 2007 and early 2008, 
these insumce companies experienced credit rating doungr-ades due to their exposure to subprime mortgage investments. Due to the credit ratings downgrades of the 
bond insurance companies. the ratings on Tampa Electric's auction rate bonds were also lowered. Throughout the $360 billion auction rate securities market in Februaly 
2008 failed auctions have occurred with increasing frequency, reflecting diminished investor demand for both insured and uninsured auction rate securities. A failed 
auction occurs when there are an insufficient number ofbidders to place all of the securities in the auction issue. In a failed auction, the interest rate on the securilies is 
set at a predetermined interest rate as defincd in the indenture for the particular issue, refelred to as the "default rate", for the nexl interest penod. 

On Feb. 19 and Feb 26,2008, two ofthe five tax-exempt auction-rate bond series described above, tomling $105.8 million. experienced failed auctions ansj, in 
accordance with the terms of the bond indentures, the interest 
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rate on these series reset to 14% for the succeeding seven-day periods. Auctions on Feb. I 9  for Tampa Electric’s three other series of tax-exempt auction-rate bonds 
totaling $181 .0 million, settled at interest rates of I O %  to 12%. The interest rates set in the Feb. I 9  auction of 11% and 12% on the PClDA Series 2007 and HCIDA 
Series 2007C. respectively, are in effect for a 35-dav interest oeriod until Mar. 26. On Feb. 26. the auction for the HCIDA Series 2006 settled at an interest mte of 
7.5546 for the succeeding seven-day interest period. 

On Feb. 25,2008, Tampa Electric Company notified the tmstee for the tax-exempt bonds issued for the benefit of the company by the HCIDA and PClDA that 
the company has elected to purchase in lieu ofredemption the $75 million PCTDA Solid Waste Disposal Revenue Refunding Bonds (Tampa Electric Company Project) 
Series 2007, and the $125.8 million HCIDA Pollution Control Revenue Refunding Bonds (Tampa Electric Project) Series 2007 A, B and C, on Mar. 26,2008, which is 
an interest payment date. With respect to the company’s remaining tax-exempt auction rate bonds, the 586 million HClDA Pollution Control Revenue Refunding Bonds 
(Tampa Electric Project) Series 2006, the company plans to convert such bands to a fired-rate mode. For each o f  the five series, the Loan and Tmst Agreements 
governing the bonds allow for their cowmion  from an auction rate m d e  to other interest modes. including fixing the tenn and interest rate for any period from 5’ 
months to the maturity dates o f  the bonds which range from 201 8 to 2034. Tampa Electric does not expect the market for auction rate securities to iinprove in the near 
term and anticipates that it will remarket its notes with a fixed interest rate for a term of two years or more. The company expects to take actions to effect such 
remarketing of c a i n  series potentially without bond insurance, which could require the write-off of capitalized bond insurance premiums and result in an after-t,u 
charge of approximately $1 .h million. While Tampa Electric does not intend to extinguish or cancel the bonds upon its purchase in lieu ofredemption on Mar. 26. 2008, 
it recognizes that market conditions could cause it to ultimately do so. in which case i t  would write off any unamonized issuance costs associated with the specific: 
series. Tampa Electric expects to finance the purchase on an interim basis by drawing on its revolving credit facilities. At Dee. 31,2007, Tampa Electric had liquidity of 
approximately $462 million, consisting of approximately $450 inillion in the aggregate available undmun on its two credit facilities and approximately $1 2 million in 
cash and cash equivalents. 

Off-Balancing Sheet Financing 

Unconsolidated affiliates have project debt balances as follows at Dec. 31,2007. The two power plant financings are nan-rwourse project loans, and the d8:bt 
associated with DECA II is general corporate debt at DECA II: a l l  of this debt is held at the project entity level. Although we are not directly obligated on the debt, our 
equity interest in those unconsolidated affiliates and its commitments with respect to those projects areal risk if interest and principal payments on these loans are not 
made timely. Our equity investment in TECO Guatemala was $413.5 million at Dec. 31, 2007. 

Off-Balance Sheet Debt at Dec. 31.2007 

fmiliions, 
sa0 Jose Power station 
Alborada Power Station 
DECA I1 

Lonp4cvm Debt 

$ 72.c 
6 8.7 
16 217.C 

96% 
30% 

The equity method ofaccounting is used to account for investments in partnership and corporate entities in which we, or our subsidiary companies, do not have 
either a majority o w e n h i p  OT exercise control. 
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CRITICAL ACCOUNTING POLICIES AND ESTIMATES 

The preparation of consolidated financial statements requires management to makc various estimates and assumptions that affect revenues, expenses, assets, 
liabilities, and the disclosure of contingencies. The policies and estimates identified below are, in the view of management, the more significant accounting policies and 
estimates used in the preparation of our consolidated financial statements. These estimates and assumptions are based on historical experience and on various other 
factors that are believed to be reasonable under the circumstances. the cesults orwhich fomi the basis for making judgments about the c a v i n g  values of assets and 
liabilities that are not readily apparent from other sources. Actual results may differ from these estimates and judgments under different assumptions or conditions,. See 
Note 1 to the TECO Energy Consolidstrd Financial Statements for a description of OUT significant accounting policies and the mimates and assumptions used in 
the preparation of the consolidated financial statements. 

Synthetic Fuel and Section 29 Tax Credits 

During 2007, the company eamed income indirectly through the production ofsynthetic fuel at TECO Coal. TECO Coal sold its ownership interests in the 
synthetic fuel facilities to third-party investors based on the amount offuture production, and the resulting gains are adjusted by the estimated value ofthe tax benefits 
provided under Section 45 (formerly Section 29) of the tax code. The tax credit begins to phase out when the average annual oil price exceeds a reference price, which 
was estimated to $hl.l9iBbl an a NYMEX basis in 2007. The final determination of the actual 2007 reference price and m y  resulting phase-out of the tax credit 
benefils will not be made by the lntemal Revenue Service until March of2008; as a result, management is required to estimate the potential phase-out and adjust the 
payments expected for the sale ofthe ownership interests accordingly. At the end of2007, the annual average oil price was calculated to be 1672.37Bhl on a NYMEX 
basis. Based on this average, a 91 3% actual Producer First Purchase Price to NYMEX adjustment factor and a 3.0% inflation mte, the phase-aut was estimated to, be 
67%, resulting in a reduction in revenues from the third-pany investors of $140.2 million on $208.6 million in sales. The company has also determined that a 0.1 (PA 
increase in inflalian would result in a reduction of0.45% in the amount of the phase-aut, which would m u l l  in a $0.9 million pretax increase in revenue from the third- 
pdRy inveslors; B 0.1 0% decrease in inflation would reduce revenues by the same amount. The actual final inflation mtes will be known in late March or early April. 
Any adjustments to 2007 eamings as a result ofchanges in the inflation rate will be reflected in 2008 results. The payments received for the sale ofthe synlhetic f k l  
ownership interests are reflected as other income and minority interest classifications in the income statement. 

Deferred Income Taxes 

We usc the liability method in the measurement ofdeferred income taxes. Under the liability method, we estimate our current tax exposure and assess the 
temporary differences resulting from differing treatment of items, such as depreciation for financial statement and tax purposes. These differences are reponed as 
deferred taxes measured at current mtes in the consolidated financial statemenls. Management review all reasonably available current and historical information, 
including forward-looking information, tu determine i f  it is more likely than not that some or all of the deferred tax asset will not be realized. If we determine thal it is 
likely that some or all ofa deferred tan asset will not be realized, then a valuation allowance is recorded to report the balance at the amount expected to be realized. 

At Dec. 31,2007, we had net deferred income tax assets of $424.9 million, attributable primady to properry-related items, alternative minimum tar credit, and 
opelaring loss carry-fonvards. Based primarily on historical income levels and the steady growth expectations for future eamings of the company’s core utility 
operations, management has determined that the net deferred tax assets recorded at Dec. 31,2007 will be realized in future periods. 
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We believe that the accounting estimate related to deferred income taxes. and any related valuation allowance. is a critical estimate for the fallowing reasons: 
( I )  realization of the deferred tax asset is dependent upon the generation of sufficient taxable income in future periods; (2) a change in the estimated valuation reSL:NeS 
could have a material impact on reponed assets and results of operations; and (3) administrative actions of the R S  or the U.S. Treasury or changes in law or regulation 
could change our deferred tax levels, including the potential for elimination or reduction ofour abiliiy to utilize the deferred tar assets (see Note 4 to the TECO 
Energy Consolidated Financial Statements 1. 

In June 2006, the Financial Accounting Standards Board (FASB) issued FASB Interpretation (FIN) No. 48, Acwunlin~for Uncerlainn/ in lncome Toxes-on 
;ninprelolivn qf FASB Smirmenr No. 109 (FIN 48). FIN 48 prescribes a recognition threshold and measurement attribute for financial Statement recognition and 
measurement "fa tax position taken or expected 10 be taken in a tan retum, and also provides guidance on derecugnition, classification, interest and penalties, 
accounting in interim periods, disclosure, and transition. See funher discussion o f F M  48 in Note 4 to the TECO Energy Consolidated Financial Statements :md 
the "Recently Issued Accounting Standards" Section below. 

Employee Postretirement Benefits 

We sponsor a defined benefit pension plan (pension plan) that covers substantially all of our employees. In addition, we have unfunded non-qualified, "on.. 
contributory supplemental executive retirement benefit plans available to cenain senior management. Sevenl statistical and ather factors. which attempt 10 anticipate 
fuhlre events, are used in calculating lhe expense and liability related to these plans. Key factors include assumptions about the expected rates of retum on plan assets, 
salaty increases and discount rates. These factors are determined by us within "lain guidelines and with the help of extemal consultants. We consider market 
conditions, including changes in investment retums and interest rates, in making these assumptions. 

Pension plan assets (plan assets) are invested in a mix of equity and fired income securities. The assumptions for the expected rerum on plan assets are 
developed based on an analysis ofhistorical market retums, the pension plan's actual past experience, and current market conditions. The expected retum on as~e1.s 
assumption was based on expectations of long-ten" inflation, real growth in the economy, fixed income spreads and equity premiums consistent with our ponfolio, with 
provision for active management and expenses paid from the tmst. The discount rate assumption is based on a cash flow matching technique developed by our outside 
actuaries and C U K C ~ ~  economic conditions. This technique matches the yields from high-quality (AA-graded, non-callable) corporate bonds to the company's projected 
cash flows for the pension plan to develop a present value that is convened to a discount rate assumption, which is subject to change each year. The salaty increase 
assumption was based on the same underlying expectation of long-tnm inflation together with assumptions regarding real growth in wages and company-specific merit 
and promotion increases. Holding all other assumptions constant, B I %  increase or decrease in the assumed rate of rerum on plan assets would decrease or increase, 
respectively. 2W7 net periodic expense by approximately $4.9 million. Likewise, a 0.71% increase 01 a 0.56% decrease in the discount rate assumption would result in 
an approximately $2.1 million after-tax change in the 2007 net periodic pension expense. This $2.1 million after-tax change represents a I-cent change in eamingrper- 
share. 

Unrecognized actuarial gains and losses are being recognized over approximately a 15-year period, which represents the expected remaining sewice life d t h e  
employee group. Unrecognized actuarial gains and losses arise from several factors including experience and assumption changes in the obligations and from the 
diffmence between expected retum and actual retums on plan assets. These unrecognized gains and losses will be systematically recognized in future net pmiodic 
pension expense in accordance with FAS 87, Employer's Accuunri*g,/or Pensions. Our policy is lo fund the plan based on the required contribution determined by our 
actuaries within the guidelines set by the Employee Retirement Income Security Act of 1974 (ERISA), as amended. 
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In addition, we currently provide certain postretirement health care and life insurance benefits for substantially all employees retiring aRer age 50 who meet 
certain s m i c e  requirements. The key assumptions used in determining the amount of obligation and expense recorded for postretirement benefits other than pension 
(OPEB), under Sratement of Financial Accounting Standards (SPAS) No. 106, Empl~~yrr,~'Accuunling/ur Poslmtiremml Ben& Other Than Pensions , include the 
assumed discount rate and the assumed rate of increases in future health care costs. The discount rate used to detcnnine the obligation for these benefits has matched the 
discount rate used in determining our pension obligation in each year presented. In estimating the health care cost mend rate, we consider our actual health care cost 
experience, future benefit SINCIUT~S, industly trends, and advice from our outside acruaries. We assume that the relative increase in health care EOSI will mend 
downward over the next several yean, reflecting assumed increases in efficiency in the health care system and industly-wide cost containment inilialives. In December 
2003, the Medicare Prescription Drug, Improvement and Modernization Act of2003 (the Act) was enacted. The Act established a prescription drug benefit under 
Medicare, known as Medicare Part D, and a federal subsidy to sponson of retiree health care benefit plans that provide a prescription benefit, which i s  at least 
actuarially equivalent 10 Medicare Part D. In May 2004, the FASB issued FASB Staff Position No. FSP 106-2 which required I )  that the effects ofthe federal subsidy 
be considered an actuarial gain and recognized in the same manner as other actuarial gains and losses and 2) certain disclosures for employen that sponsor 
postretirement health care plans that provide prescription dNg benefits. 

We adopted FSP 106-2 reef~oa~tive IO the second quarter of2004 for benefits provided that we believe 10 be actuarially equivalent to Medicare Part D. The 
expected subsidy reduced the accumulated postretirement benefit obligations (ABPO) at Dec. 31,2007 by $31.9 million and net periodic cost for 2007 by $3.1 million. 
In 2007, we filed for and received a Pan D subsidy o f  $0.9 million. 

The assumed health care cost trend mte for medical costs was 9.5% in 2007 and decreases lo 5.25% in 201 6 and thereafler. A I % increase in the health care 
trend rates would produce a S,7% or $ I  .O million. increase in the aggregate service and interest cost for 2001 and a 3.5% or $6.8 million increase in the accumulaiied 
postretirement benefit obligation as of Sep. 30,2007, the measurement date. 

A 1% decrease in the health care trend rates would produce a 4% or $0.7 million decrease in the aggregate Service and interest cost for 2007 and a 2.9% or $5.6 
million decrease in the accumulated postretirement benefit obligation as of Sep. 30,2007, the measurement date. 

The actuarial aswnptions we used in determining our pension and OPEB retirement benefits may differ materially from actual results due to changing market 
and economic conditions. higher or lower withdrawal rates, or longer or shorter life spans ofparticipants. While we believe that the assumptions used are appropriate, 
differences in actual experience or changes in assumptions may materially affect our financial position or results of operations. 

See further discussion of Employee Poslretirement Benefits in Note 5 to the TECO Energy Consolidated Financial Statements 

Long-Lived Assets 

In accordance with SFAS 144, Accwnling /W the Impainnrm or Di+msal "/Lon~- LiwdAssm, we assess whether there has been an other than temporary 
impairment ofour long-lived assets and certain intangibles held and used by us when such indicators exist. We annually review all long-lived assets in the last quarter 
of each year lo ensure that any gradual change over the year and the seasonaliry of the markets are considered when determining which assets require an impairment 
analysis. We believe the accounting eStimates related to asset impairments are critical estimates for the fallowing reasons: ( I )  the estimates are highly susceptible to 
change. as management is required to make assumptions based on expectations of the results of operations for significantlindefinite fume periods andlor the then 
current market conditions in such periods; (2) markels can experience significant uncerlainties; (3) the estimates are based on the ongoing expectations of managmeor 
regarding 
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probable future uses and holding periods ofassets; and (4) the impact ofan impairment on reported assets and eamings could be material. Our assumplions relating to 
future results of operations or other recoverable amounts are based on a combination of historical experience, fundamental economic analysis, observable market 
activity and independent malket studies. Our expectations regarding uses and holding periods of assets are based on intemal long-term budgets and projections, which 
give consideration to extemal factors and market forces, as of the end of each reponing penod. The assumptions made are consistent with generally accepted industry 
approaches and assumptions used for valuation and pricing activities. 

At the end of the 2007 fiscal year. impairment tests were conducted on our long-lived assets. At the conclusion ofthe analyses, it was determined that all asset 
canying values were recoverable based on the reasonable estimates used and that no impairment adjustments were necessary. 

Dunng 2005, we reduced our fair market value assumption fur the McAdams power project, based on a Strategic review ofthe options to dispose ofthat 
invesment, which resulted in a funher impairment charge related to additional asset retirement obligations (see Note 15 to the TECO Energy Consolidated F inmeid  
Statements ). All the remaining assets associated with the MeAdams power project were sold in 2006 (see Nete 16 to the TECO Energy Consolidated Financial 
Statements ). 

Regulatory Accounting 

Tampa Electric's and PGS’ retail businases and the prices charged to cu~toiners are regulated by the FPSC. Tampa Electric’s wholesale business is regulated by 
Be  Federal Energy Regulatory Commission (FERC). AS a result, the regulated utilities qualify for the application of SFAS 7 I ,  Accounringfur the Elfem cf Cermin 
Types of Rrguloliun . This statement recognizes that the actions ofa regulator can provide reasonable assurance of the existence of an asset or liability. Regulatq 
assets and liabilities arise as a result of a difference between generally accepted accounting principles and the accounting principles imposed by the regulatory 
authonlies. Regulatory assets generally represent incurred costs that have been deferred, as their future recovery in customer ntes is probable. Regulatory liabilities 
generally represent obligations to make refunds to customers from previous collections for costs that are not likely to be incurred. 

As a result ofregulatory treatment and corresponding accounting treatment, we expect that the impact on utility costs and required investment associated with 
future changes in environmental regulations would create regulatory assets. Current regulation in Florida allows utility companies to recover from customers pmilently 
incurred E O S ~ S  (including. for required capital investments, depreciation and a re” on invested capital) for compliance with new environmental regulations throiigh an 
Environmental Cost Recovery Clause (see the Environmental and Regulation sections). 

We periodically assess the probability ofrecovery ofthe regulatory assets by considering factors such as regulatory environment changes, recent rate orden to 
other regulated entities in the same jurisdiction, the current political climate in the state, and the status o f m y  pending or patentid deregulation legislation. The 
assumptions and judgments used by regulatory authorities continue to have an impact on the rccovery o f  costs, the rate eamed on invested capital and the timing end 
amount of assets to be recovered by rates. A change in these assumptions may result in a material impact on reported assets and the results of operations (see the 
Regulation section and Notes 1 and 3 to the TECO Energy Consolidated Finsncisl Statements). 

RECENTLY ISSUED ACCOUNTING STANDARDS 

Noncontrolling Interests in Consolidated Financial Statements 

In December 2007, the FASB issued SFAS No. 160, Nonconrrollinglnrerls in CuwolidoredF~noncialSrotemenrs (FAS 160). FAS 160 was issued tu irnpmve 
the relevance, comparability and transparency of the financial information provided by requiring: ownership interests be presented in the consolidated statement c ~ f  
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financial position separate from parent equity; the amount ofnct income athibutable to the parent and the noncontrolling interest be identified and presented on the face 
of the consolidated Statement of income; changes in the parent's ownership interest be accounted for consistently: when deconsolidating, that any retained equity 
interest be measured at fair value; and that sufficient disclosures identify and distinguish between the interests of the parent and noneontrolling owners. The guidance in 
FAS I60 is effective for fiscal years beginning on or after Dec. 15,2008. The company is currenlly assessing the ilnpact o f  FAS 160, but does not believe it will t'e 
material to its results of operations, Statement ofpositinn or cash flows. 

Business Combinations (Revised) 

In December 2007, the FASB issued SFAS No. 141 R, B u s ; ~ $ s  Combinalions (FAS 141R). FAS 141 R was issued to improve the relevance, representatinlal 
faithfulness, and comparability of information disclosed in financial statements about business combinations. The Stateinent establishes principles and requiremerits for 
how the acquirer: 1) recognizes and inea~ures the assets acquired, liabilities assumed and any noncontrolling interest in the acquiree; 2) recognizes and measures the 
goodwill acquired; and 3) determines what information IO disclose for users of financial Statc"ns to evaluate the effects of the business combination. The guidance in 
FAS 141R is effective pro~pectively for any business combinations for which the acquisition date is on or aher the beginning of the first annusl reporting period 
beginning on or aher Dec. 15,2008. The company will assess the impact of FAS 141R in the event it enters into a business combination whose expected acquisition 
date is subsequent to the required adoption date. 

Offsetting Amounts Related to Certain Contracts 

In April 2007, the FASB issued FASB Staff Position (FSP) FIN 39-1. This FSP amends FASB interpretation No. 39, Offelli>tg <?fAmounu Relared Io Cerloin 
Conrracrs by allowing an entity 10 offset fair value amounts recognized for the right to reclaim cash collateral (a receivable) or the obligation to rehm cash collaleral (a 
payable) against fair value  amount^ recognized for derivative instruments executed with the same counterparty under a master netting arrangement. The guidance in this 
FSP is effective for fiscal years beginning aher Nav. 15,2007. The Company adopted this FSP effective Jan. I, 2008 without any effect on its results of operations, 
statement ofposition or cash flows. 

Fair Value Option Far Finsncisl Assets and Financial Liabilities 

in February 2007, the FASB issued SFAS No. 159, The Fair Volue Option for Financial Assers andFinmcio1 Liabilirieslncluding an amerrdmenl gfFAS8 
Sralrmerrr No. 115 (FAS 159). FAS 159 permits entities to choose 10 measure many financial insmments and certain other i t e m  st fair value that are not currently 
required lo be measured at fair value. The objective ofFAS I59 is to provide opportunities to mitigate volatility in reponed eamings caused by measuring related assets 
and liabilities differently without having lo apply hedge accounting provisions. FAS I59 is effective for fiscal years beginning aher No". 15,2007. The company 
adopted FAS I59 effective Jan. I, 2008, but did not elect to measure m y  financial instruments at fair value. Accordingly, its adoption did not have m y  effect on its 
results of operations, statement of position or cash flows. 

Fair Value Meswrements 

In September 2006, the FASB issued SFAS No. 157, Fair Value Mea.srrrrmenl.s (FAS 157). FAS I57 defines fair value, establishes a framework for measuring 
fair Yalue under generally accepted accounting principles, and expands disclosures about fair value  measurement^. FAS 157 emphasizes that fair value is a market- 
based measurement, not an entity-specific measurement, and states that a fair value measurement should 
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bc determined based on the assumptions that market panicipants would use in pricing the asset or liability. FAS I57 applies under other accounting pronouncements 
that require or pennit fair value measurements. 

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

Level I--Quated picccs for identical instmments in active markets. 

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

Level 3-Model derived valuations in which one or more significant inputs 07 significant value drivers are unobservable. 

The effective date is for fiscal yean beginning afler No". 15,2007, In November of2007, the FASB granted a one year deferral for "on-financial assets and 
liabilities. As a ~esult, the company adopted FAS I87 effective Jan. 1,2008 for financial assets and liabilities. Financial assets and liabilities of the company measured 
at fair value include derivatives and certain investments, for which fair values are primarily based on observable inputs. 

During 2008, the company will continue IO evaluate FAS 157 for the remaining non-financial assets and liabilities to be included effective Jan. I ,  2009. Ttie 
company does not believe the impact of adoption for the remaining non-financial assets and liabilities will be material to its results of operations, statement ofporiition 
or cash flows. 

INFLATION 

The effects of inflation on our results have not been significant for the past several yean. Ihe annual average rate o f  inflation, as measured by the Consumer 
Price Index (CPI-U), all items, all urban consumers as reponed by the U.S. Depanment of Labor, was 2.8%, 2.8% and 3.4% in 2007,2006 and 2005, respectively. 
Forecasts by economists that we use indicate that inflation is expected to be near 2.9% in 2008. 

Prices for certain products and services used by TECO Energy's operating companies continued to increase at rates above the CPI in 2007, including prices for 
concrete, steel and copper products and petroleum-based products used extensively in all of our operating companies, and for subcontracted services used by Tampa 
Elecmc and subcontracted mining services used by TECO Coal. With the exception of petroleum based products, which are determined by international facton, price 
increases for ConStrUCtion related materials are expected to moderate in 2008 due to the slowdown in the housing industry and generally slower economic growh in the 
U.S. economy. Tampa Elecmc and PGS are eligible to recover the cost of commodity fuel through the respective FPSC-approved fuel-adjustment clauses. In thorte 
cases where the higher costs can not be passed directly to the customers, higher costs could reduce the profit margins st the operating companies. 

ENVIRONMENTAL COMPLIANCE 

Environmental Matters 

Among our companies, Tampa Electric has a number of significant number of stationary sources with air emissions impacted by the Clean Air Act and material 
Clean Water Act implications. Tampa Electric has taken significant steps to dramatically reduce its air emissions through a series of voluntary actions, including 
technology selection (including IGCC and natural-gas fired combined cycle); a responsible fuel mix taking into account price and reliability impacts to its customers; a 
significant capital expenditure program to add Best Available Control Technology (BACT) emissions controls; additional contml~ to accomplish earlier reductions of 
cenain emissions 
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allowing for lower emission rates when BACT was ultimately installed; and enhanced controls and monitoring systems for certain pollutants. All of these 
improvements, including the installation of IGCC technology, BACT and repowering from coal to natural gas, represent an investment in excess of $2 billion since 
1994. 

Through these actions, Tampa Electric has achieved significant reductions of all air pollutants, including CO, while maintaining a reasonable fuel mix through 
the dean use ofcoal for the economic benefit of its EUStOnleE. 

Air Quality Control 

Consemf Decree 

Tampa Electric, through voluntary negotiaiiuns with the U.S. Environmental Protection Agency (EPA) and the U.S. Depanment of Justice (DOJ) and the I'lorida 
Dcpanment of Environmental Protection (FDEP), signed a Consent Decree, which became effective Feb. 29,2000, and a Consent Final Judgment. which became 
effective Dec. 6, 1999, as settlement of federal and state litigation. Pursuant to these agreements, allegations of violations of New Source Review requirements of the 
Clean Air Act were resolved, provision was made for environmental controls and pollution reductions. and Tampa Elechic began implementing a comprehensive 
progrdm to dramatically decrease emissions from its power plants. 

The emission reduction requirements included specific detail with respect to the availability of flue gas desulfurization systems (scrubbers) to help reduce SO:, 
projects for NO. reduction efforts on Big Bend Units I through 4, and the repowering of the coal-tired Cannon Power Station to natural gas. The commercial opt-ration 
dates for the two repowered units, renamcd as the H. L. Culbreath Bayside Power Station (Bayside), were Apr. 24,2003 and Jan. 15, 2004. The completed station has 
total station capacity of about 1,8W megawatts (nominal) of natural gas-fueled, combined-cycle electric generation. The repowering has reduced the facility's NO. and 
SO1 emissions by approximately 99% and paniculate matter (PM) emissions by approximately 92% front 1998 levels. 

In 2004, Tampa Electric made its NO, reduction technology selection and decided to insfall SCR systems for NO, control on Big Bend Unit4, which was 
completed in May 2007. Tampa Electric has also decided to install SCR technology on Big Bend Units I ,  2 and 3 with in-sewice dates for Unit 3 by May I, 2008, Unit 
2 by May I, 2009 and Unit I by May I, 201 0. The engineering, design and eonstmction of the SCR systems are currently in progress. Tampa Electric's capital 
investment forecast includes amounts in the 2008 through 201 I period for compliance with the NO. SO ~ and PM reduction requirements (see the Capital 
Expenditures section). 

The FPSC has determined that it is appropriate for Tampa Electric lo recover the operating costs of and em a retum on the investment in the SCRs to be 
installed on all four ofthe units at the Big Bend Station and pre-SCR projects on Big Bend Units I ~ 3 (which are early plant improvements to reduce NO. emissions 
prior to installing the SCRs) through the Environmental Cost Recovery Clause (ECRC) (see the Regulation section). The first SCR (Big Bend Unit 4) entered service 
in May 2007 and cost recovery for the capital investment stancd in 2007. The second SCR unit (Big Bend 3) is scheduled to enter service in May 2008. In November 
2007 the FPSC approved cost recovery for the capital investment on the Big Bend Unit 3 SCR to stan in 2008. 

In November 2007, Tampa Electric entered into an agreement with the EPA and DOJ for a Second Amendment to the Consent Decree. The Second 
Amendment: Establishes a 0.12 IbIMMBtu NOx limit on a 30-day rolling average far Big Bend Units 1 through 3, which is lower than the original 
Consent Decree that had a provision for a limit as high as 0.1 5 IbNMBtu depending on certain conditions. 

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

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

Projects committed to under the Consent Decree and Consent Final Judgment have resulted in significant reductions in emissions. Since 1998, Tampa Electric 
has reduced annual SO!, NO, and PM from its facilities by l62,OW tons, 42,000 tons, and 4,000 tons, respectively. 

Reductions in SO2 emission$ were accomplished through the installation of scmbber systems on Big Bend Units I and 2 in 1999. Big Bend Unit 4 was oripinally 
constructed with a scrubber. The Big Bend Unit 4 scrubber system was modified in I994 to allow it to scrub emissions from Big Bend Unit3 as well. Currently the 
scrubbers at Big Bend Statim remove more than 95% ofthe SO, emiSSionS from the flue gas streams. 

The repowering ofthe Gannon Station to the Bayside Station has resulted in a significant reduction in emissions ofall pollutant types. We expect that Tampa 
Elecrric's actions to install additional NO, e m i ~ s i o n ~  controls on all Big Bend units will result in the further reduction of emissions and that by 2010. the SCR projects 
will result in a total phased reduction ofNO. by 62,000 tons per year from 1998 levels. 

In total, we expect that Tampa Electric's emission reduction initiatives will result in the reduction of SO, NO, and PM emissions by 90%. 90%. and 72%, 
respectively, below I998 levels by 2010. With these state-of-the-art improvements in place. Tampa Electric's activities have helped to significantly enhance the quality 
ofthe air in the community As a result of all its already completed emission reduction actions, and upon completion ofthe SCR projsts, we expect that Tampa Ellectric 
will have achieved emision reduction levels called for in Phase I of the Clean Air Interstate Rule (CAR) when it is implemented in 2009. 

Due to pollution control benefits from the environnienlal improvements, reductions in mercury emissions have occurred due to the repowering ofGannon 
Station to Bayside Station. At Bayside, where mercury Icvds have decreased 99% below I998 levels, there are virtually zero #mercury emissions. Additional mercury 
reductions are also anticipated from the imtallhtion afNO. c~ntrols at Big Bend Station, which are expected to lead to a reduction ofmercury emissions ofmore than 
70% from I998 levels by 2010. The Clean Air Mercury Rule (CAMR) Phase I requirements were scheduled for implementation in 2010. CAMR was vacated by the 
U.S. Coun of Appeals for the District ofColumbia Circuit on February 8,2008. Prior to the counk decision Tampa Elecrric expected that it would have been in 
compliance with CAMR Phase I Without additional capital investment. 

The EPA has recently proposed modifications 10 the 24-hour coarse and fine PM ambient air standards. Based on the reduced emissions of sulfates and nitrates 
resulting from projects associated with compliance with the Consent Decree, as well as local ambient air quality data, the Tampa Electric service area is expected 10 be 
in compliance with the proposed new PM standards without additional expenditures by Tampa Electric. Also. the EPA recently proposed changes Io the ozone ambient 
air standards. The entire State of Florida is in compliance with the current standard. Depending an the outcome, many areas in the U.S., including the Tampa Bay area. 
could be classified as out of atwinment with a more shingent standard. This could increase Tampa Electric's cost for environmental compliance. 

Carbon Reductions 

Tampa Electric has histokally suppaned voluntary effons Io reduce carbon emissions and has taken significant steps to reduce overall emissions at Tampa 
Electric's facilities. Since 1998. Tampa Electric has reduced its system-wide emissions of CO, by approximately 20%. bringing emissions to near 1990 levels. Tampa 
Electric expects emissions d C 0 2  should remain near 1990 levels until the addition of the next baseload unit. which is expected aner 2012. Tampa Electric estim,ites 
that the repowering to nataral gas and the shut-down ofthe Cannon Station coal-fired units resulted in a decrease in CO: emissions of approximately 4.8 million tons 
below I998 levels. During this same timeframe, the numbers of retail customers and retail energy sales have risen by approximately 25%. 

Tampa Electric's volunlary activities to reduce carbon emissions also include membership in the U S  Depanment of Energy's Climate Challenge (now Power 
Partners) program Since 1994, voluntary annual reponing ofgreenhouse gas (GHG) emissions through the EIA-I 605(h) Report Since I995 and panicipation in ths: 
Chicago Climate Exchange (CCX). a voluntary but legally binding cilp and trade program dedicated IO reducing GHG emissions since 2003. Because of Tampa 
Electric's membership in the CCX, its reponed CO: 
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missions are audited annually by the Financial Industry Regulatory Authority (formerly National Association of Securities Dealers), which has certified the results thus 
far. In January 2008, the CCX recognized Tampa Electric for achieving its Phase I GHG participation targets for CO? reduction. M i l e  the Commitment required in 
Phase I was a reduction of 4% below the average of the year I998 - 2001, Tampa Eleclric sulpassed this level with an actual reduction ofapproximately 20%. 

There are pending initiatives to adopt climate legislation that would require reductions in GHG emissions. At the federal level. there are Several legislative 
proposals that would limit CO, emissions. Most of these bills contain some type of cap-wd-trade system with various allocation scoluios to regulated utilities, 
including credit for early action. While the timing of passage of any federal legislation into law remains uncertain, we will participate in the debate in an effort to ,ensure 
a comprehensive environmental approach to carbon emission reductions maintains a reliable energy supply at affordable prices. In order to meet the reduction 
contemplated, Tampa Electric could be required to make significant additional capital investments in technologiff to reduce GHG that are not yet commercially viable. 

At the State level, the Governor signed three Executive Orders in July 2007 aimed at reducing Florida's emissions of GHG. The three orders include directives 
for reducing GHG emissions by electric utilities to 2000 levels by 201 7; to I990 levels by 2025; and by 80 percent of 1990 levels by 2050; and the creation of the 
Governor's Action Team on Energy and Climate Change to develop a plan to achieve the targets contained in the Executive Orden including any necessary legislative 
initiatives required. The Action Team submitted its Phase One report to the Govemor on No". 1,2007, which included ncammendations incorporating GHG emision 
reduction targets and strategies into Florida's energy future as well as energy efficiency and consewation targets. The Action Team will continne to meet through 2008 
to address the recommendations identified in the Phase 1 report and complete other tasks as outlined in the Executive Orders, including the issuance o fa  Final Report to 
the Governor by O m  1,2008. Among other issues, this Final Report is expected to recommend a proposed structure for a market-based policy of cap and trade for GHG 
emissions. 

In addition. the ExeCmive Orders charge the FDEP with developing detailed rules to implement these emissions limits. DEP has started the rule making process, 
but it is expected to take an extended period of time to reach completion. Until the final rules are developed, the impact on Tampa Electric and its customers can riot be 
determined. 

Also at the state level, Florida has an Energy Commission charged by the legislature with developing a comprehensive energy policy for the state. The final 
report of the Commission was submitted to the legislature on Dec. 31,2007 and drew on recommendations from their four advisory groups which have held meetings 
throughout Florida far a year. The report was issued on Dee. 31,2007 and includes numerous recommendations on matters described above. 

The company is examining various options relating to its carbon emissions. In the fall of 2007, Tampa Electric announced that it would not move fonvard with 
its previously announced coal-fired IGCC unit, because of the continued uncertainty related 10 carbon reduction regulations, particularly capfure and sequestmtior 
issues. Tampa Electric now expects to meet its needs for baseload generating capacity in early 201 3 with natural gas fired combined-cycle technology, as well as energy 
efficiency programs and renewable resources (see the Tampa Electric section). While natural gas has lower carbon emissions than coal, fuel prices can make natural 
gas generating facilities less economic than coal-fired facilities. Fuel switching from coal to natural gas, absent additional sources of supply, would increase natural gas 
prices, further reducing the economic eRiciency of natuml gas generation facilities. Increased costs for electricity may cause customers to change usage pattems, which 
would impact Tampa Electric's sales. 

Tampa Electric currently emits approximately 16.6 million tons ofCO, per year. With a projected long-term average annual load growfh of more than 2.0?/0, 
Tampa Electric !nay elnil approximately 19.8 million tons ofCOl (an increase of approximately 19%) by 2020 due to planned generation additions to meet growing 
customer needs. 
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Tampa Elecrric expects that the costs to comply with new environmental regulations would be eligible for recovery through the ECRC. If approved as piudent, 
the costs required to comply with CO1 emissions reductions would be reflected in customers’ bills. If the regulation allowing cost recovery is changed and the colil of 
compliance is not recovered through the ECRC, Tampa Electric could seek to recover those costs through a base-rate proceeding, but we can not predict whether h e  
FPSC would grant such recovery. Although Tampa Electric’s current coal-based generation has declined lo 56% of its output in 2007 from 95% ofits output in 2002, 
due primarily to the conversion ofthe coal-fired Cannon Station into the natural gas-fired Bayside Station, coal fired facilities remain a significant pan of Tampa 
Electric’s generation fleet and additional coal units could be used in the future. 

In the case of TECO Guatemala. the coal-fired Sa” Jose Power Station in Guatemala is in compliance with w m n t  World Bank and Guatemalan Environmental 
Guidelines. While there are no known plans for legislation mandating GHG reductions in Guatemala, new mles or regulations could require additional capital 
investments or increase operating costs. 

In the case ofTECO Coal, it is unclear if the requirements for COI emissions reductions would directly impact i t  as a carbon-based fuel provider or the user. In 
either case, i t  could make the use ofcoal more expensive or less desirable, which could impact TECO Coal’s margins and profitability. 

Renewable Energy 

Renewables are a component of Tampa Electric’s environmental portfolio. Tampa Electric’s renewable energy program offers to sell renewable energy as an 
option to customers and utilizes energy generated in the state from renewable sources (e .g  biomass and solar). To date, more than 10 million kWh of renewable energy 
have been produced to support participating customer requirements. 

Tampa Electric has installed almost 40,000 watts of solar panels to generate electricity from the sun at three schaols and the Museuin of Science and Industry in 
Tampa, and continues to evaluate opponunities for additional solar panel installations. In the area ofbiomass, which is organic plant material from yard clippings and 
other vegetation, Tampa Electric has tested bahia grass as a fuel to gmemte electricity at the Polk Power Station where it was ground and inixed with the pulverized 
coal slurry used in the plant’s gasifier 

Despite the emphasis on the use of renewable energy sources IO reduce GHG in the Covemor’s Executive Orders, prior studies have shown that Florida dces not 
have significant resources for the production of renewable energy in volumes sufficient to meet load growth. While support for tar incentives for renewable enerp;y 
development specific to regional disparities may facilitate the development of new sources, mandates for renewable portfolios at high percentages create concern!; that 
credits will have to be purchased to meet the mandate, rates for cu~tomers will grow rapidly and such mandates are not likely to result in significant quantities of 
renewable energy sources to be developed in the state. 

A mandatory renewable energy portfolio standard could add to Tampa Electric’s costs and adversely affect its operating re~ults. The executive orders tasked the 
FPSC with evaluating a renewable ponbl io  target of 20% by 2020. In addition, the US. Congress has considered, but has not passed, a federal renewable energy 
ponfolio standard. Tampa Electric could incur significant costs to comply with a high percentage renewable energy patfolio standard, as proposed. and its operating 
results could be adversely affected ifthe company was not permitted to recover these costs from customers, or if cu~toiners change usage pattems in response to 
increased Rites. 

Water Supply and Quality 

The EPKs  final Clean Water Act Section 3 IWb) d e  became effective JuI. 9,2004. The ru le  established aquatic protection requirements fur existing facilities 
that withdraw 50 million gallons or more of water per day 
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from rivers, streams, lakes, reservoirs, estuaries, oceans, or other U S  waters for cooling purposes. Tampa Electnc uses water from Tampa Bay at its Bayside and Big 
es for cooling water. Both plants use mesh screens to reduce the adverse impacts to aquatic organisms and Big Bend units 3 and 4 use proprietary fine-mesh 

screens, the best available technology, to further reduce impacts to aquatic organisms. Subsequent to promulgation of the rule, B number of states, environmental g~ooups 
and o t h m  sought judicial review of the rule. On Jan. 25,2007, the U.S. Court of Appeals for the Second Circuit overturned and remanded several provisions ofthe ru le  
to the EPA for revisions. Among other things, the C O U ~  rejected the EPA's use of"cost-benefit" analysis and suggested some ways to incorporate cost consideratiims. 
The full impact ofthese regulations will depend on subsequent legal proceedings, further rulemaking by the EPA, the  result^ of studies and analyses performed as pan 
ofthe rules' implemenpntion. and the actual requirements established by state regulatoly agencies and, therefore, cannot now be determined. 

The Big Bend Station also consumes a significant amount ofwater on a daily basis to generate electricity with steam and to operate its scrubbers IO reduce SOI 
emissions. Water recycling and beneficial reuse programs are widely employed in the fresh water systems at both plants to reduce demand on higher-cost municipal 
water systems and to control costs. 

Conservstion 

Energy conservation is becoming increasingly important in a period of volatile energy prices and in the GHG emissions reduction debate. In 2007, the Governor 
signed three Executive O r d m  aimed at reducing Florida's emissions of GHG, which included a directive for the development ofnew policies to enhance energy 
efficiency and conservation statewide. The Climate Action Team described above has made initial recommendations; however, the final recommendations to the 
Govemorarenotrequired until Oct. I ,  2008. 

Tampa Electric offers customers a number of programs to conserve energy. These programs are designed to reduce peak energy danand which allows Tampa 
Electric to delay construction of future generation faciliries. Since their inception, these comervation programs have reduced the summer peak demand by 222 
megawatts, and the winter peak danand by 659 megawatts. These programs and their costs are approved annually by the FPSC with the costs recovered through a 
clause on the customer's bill. 

In 2007, the FPSC approved the modification ofnine existing programs and the addition of I3  new conservation programs. Following a two-year pilot program. 
the FPSC approved the Energy Planner program. which is a program aimed at residential customers that is expected to reduce summer peak demand by 22 mega\ratts, 
winter demand by 28 megawatts and annual energy consumption by almost 10.000 megawatts. In addition. PGS offers programs that enable CUBOIII~~S to reduce their 
energy consumption, with the costs recovered through cu~toimers' bills. 

Superfund and Former Manufactured Gas Plant Sites 

Tampa Electric Company, through its Tampa Electric and PGS divisions, is a potentially responsible pany (PRP) for certain superfund Sites and, through i1.s PGS 
division, for certain former manufacrured gas plant sites. While the joint and several liability associated with these sites pments the potential for significant response 
costs, as of Dec. 31,2007, Tampa Electric Company has estimated its ultimate financial liability to be approximately $1 I .5 million (primady related to PGS). and this 
amount has been reflected in thc company's financial statements. The environmental remediation costs associated with these sites, which are expected to be paid over 
many years, are not expected to have a significant impact on customer prices. The amounts represent only the estimated portion of the cleanup costs attributable 10 
Tampa Electric Company. The estimates Io perform the work are based on actual estimates obtained from ~ m t r a f t o ~  or Tampa Electnc Company's experience with 
Similar work, adjusted for Site specific conditions and agreements with the respective governmental agencies. The estimates are made in current dollars, are not 
discounted and do not assume any insurance recoveries. 
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Allocation of the responsibility for remediation costs among Tampa Electric Company and other PRPs is based on each party's relative ownership interest in or 
usage of a site. Accordingly. Tampa Elecmc Company's share of remediation costs varies with each site. In virtually all instances where other PRPs are involved, those 
PRPs are considered credit worthy. 

Factors that could impact these estimates include the ability ofother PRPs to pay their pro rata portion of the cleanup costs, additional testing and investigation 
which could expand the scape ofthe cleanup activities, additional liability that might arise from the cleanup activities themselves or changes in laws or regulatiom that 
could require additional remediation. These additional costs would be eligible for recovey through customer rates 

REGULATION 

The retail operations of Tampa Electric and PGS are regulated by the FPSC, which hasjurisdiction over retail rates, quality of setvice and reliability, issuaiices 
of securities, planning, siting and construction of facilities, accounting and depreciation practices, and other mattcrs. 

In general, the FPSC's pricing objective is to set rates at a level that allows the utility to collect total revenues (revenue requirements) equal to its cost of 
providing service, plus a reasonable retum on invested capital. 

For both Tampa Electric and PGS, the costs of owning, operating and maintaining the utility system, other than fuel, purchased power, conservation and certain 
environmenlal costs, are recovered through base rates. These costs include operation and maintenance expenses, depreciation and taxes, as well as a mum on 
investment in ~ S S ~ I S  used and useful in providing electric and natural gas distribution services (rate base). The rate ofretum on rate base, which is intended IO 

approximate the individual company's weighted EOSI of capital, primarily includes its costs for debt, deferred income taxes at a zem cost rate and an allowed retum on 
c a m "  equity. Base rates are determined in FPSC rate setting hearings which occur at irregular intervals at the initiative of Tampa Electric, PGS, the FPSC or other 
parties 

Tampa Elecmc is also subject to regulation by the Federal Energy Regulatory Commission (FERC) in various respects, including wholesale power sales, certain 
wholesale power purchases, transmission services, and accounting practices. 

Federal, state and local environmental laws and regulations cover air quality, water quality, land use, power plant, substation and transmission line siting, mise 
and aesthetics. solid waste and other envimnmental matters (see Environmental Compliance section above). 

Tamps Electric Rates 

Tampa Electric's rates and allowed retum on equity (ROE) range of 10.75% to 12.75%, with a midpoint of I I .75%, are in effect until such time as change!; are 
occasioned by an agreement approved by the FPSC or other FPSC actions as a result of rate or other proceedings initiated by Tampa Electric, FPSC staff or other 
interested pnies. 

Tampa EIccIRE has not sought a base rate increase since 1992. Since that la31 rate proceeding it has eamed within its allowed ROE range while adding mole than 
200,000 customers and making significant investments in facilities and infrastructure. These facilities include baseload and peaking generating capacity additions. to 
reliably S ~ N C  the growing customer base. Tampa Electric expects a continued high level ofcapital investment, and higher levels of "on-fuel operations and 
maintenance expenditures. After dropping to the bottom of ils allowed ROE range of 10.75% to 12.75% in the middle of 2007, at the end of 2007 Tampa Electric's 13- 
month moving average regulatoly ROE was I I .4%, as a resull ofthe positive impact of favorable weather in the second 
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half of2007 and lower depreciation expense and lower property taxes in the second half ofthe year. However, based on our current lower Forecast for customer and 
energy sales growth, expected higher operations and maintenance expenses and ongoing higher levels of capital investment, we expect Tampa Electric’s forecasted 
ROE to go below the bottom of its allowed range during 2008. This is expected lo cause a need for base rate relief for Tampa Electric in 2009. 

Cost Recovery ClausesTsmps  Electric 

Fuel, purchased power, conservation and c a i n  environinental costs are recovered through levelized monthly charges established pursuant to the FPSC’s (cost 
recovery clauses. These charges, which are reset annually in an FPSC proceeding. are based on estimated costs o f  fuel, environmental compliance, conmat ion  
programs and purchased power and estimated customer usage for a specific recovery period, with a true-up adjustment to reflect the variance o f  actual Costs from the 
projected costs. The FPSC may disallow recovery of any costs that it considers imprudently incurred. 

In September 2007, Tampa Electric filed with the FPSC for approval of cost recovery rates for fuel and purchased power, capacity, environmental and 
conservation costs for the period January through December 2008. In November 2007, the FPSC approved Tampa Electric’s requested rates. The rates include the cost 
for natural gas and coal expected in 2008, the net refund of $I 5.3 million of fuel and purchased power expenses, which were not collected in 2006 and overestimated in 
2007, and the operating cost for and B retum on the capital invested in the second SCR project to enter service on Big Bend Unit 3 as well as the operations and 
maintenance expense associated with the projects as required by the EPA Consent Decree and FDEP Consent Final Judgment (see the Environmental Compliance 
seaion). Rates in 2008 also reflect the projected sales of$29.4 million excess SO? emissions allowances in 2008. Accordingly, Tampa Elechic’s residential customer 
rate per 1,000 kilowatt-hours decreased 50.16 from $ I  14.54 in 2007 to $1 14.38 in 2008. Rates in 2007 reflected expected cod and natural gas costs as well as $1 58 
million of previously underestimated 2005 and 2006 fuel and purchased power expensc that were recovered, and the $105.8 million of proceeds from the sale of SO1 
emissions allowances that were retumed to customers. 

The FPSC determined that it  was appropriate for Tampa Electric to recover SCR operating costs through the ECRC as well as eam a mum on its SCR 
investment installed on Big Bend Unit 4 and Big Bend Units 1-3 in October 2004 and May 2W5, respectively. for NO, control in compliance with the environmental 
consent d e n e .  The SCR for Big Bend Unit 4 entered service in May 2W7 and cost recovery started in 2007. The SCRs for Big Bend Units 3.2, and I are scheduled to 
enter Service by May 1,2008,2009 and 2010, respectively. Cost recovery for the capital investment for each unit, which is dependent on filings #made in the year each 
SCR enters service, is expected to start in 2008,2009 and 201 0, respectively. Cost recovery for the Big Bend 3 SCR was approved in 2007 and is expected to start in 
2008. 

Coal Transportation Contract 

Tampa Electric’s previous contr~ct for coal transportation and storage S ~ N ~ C ~ S  with TECO Transport expired on Dec. 31,2003. TECO Transport had been 
providing river and cross-gulf transportation services and storage services under that contract since I999 and under a seris ofcontracts for more than 40 years. 
Following a RFP process, Tampa Electric executed a new five-year contract with TECO Transpon, effective Jan. I ,  2004, for waterborne coal transportation and 
storage services at market rates supported by the results of the RFP and an independent expal in maritime transportation matters. Hearings regarding the prudence of 
the RFP process and final contract were held and a final order on the matter was issued in October 2004, which reduced the a n n ~ a l  amount Tampa Electric can recover 
from its customers through the fuel adjustment clause for the water transportation services for coal and petroleum coke provided by TECO Transpon. The annual ;after- 
tax disallowance is estimated to be $8 million to $10 million, depending on the volumes and origination points ofthe coal shipments, for as long as the contract is in 
effect. 
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Tampa Electric issued a RFP for solid fuel transportation services and bids were received in December 2007, which is a schedule that will facilitate having a new 
contract for these services in place at the expiration ofthe current contract. Tampa Electric stmcNred the RFP Io comply with the FPSC order issued in October 2004. 

Hardening of Transmission and Distribution FPC 

Due to extensive storm damage to utility facilities during the 2004 and 2005 hurricane seasons and the resulting outages utility customers experienced 
throughout the state, the FPSC initiated a proceeding to explore methods of designing and building transmission and distribution systems that would minimize long- 
term outages and retoration costs. Following a series of FPSC workshops lo review 2004 and 2005 hurricane damage, restoration practices and activities, and plois for 
the 2006 hurricane season, the FPSC issued an order that required utilities to inspect wooden distribution poles e v q  eight years and report the re~ults ofthe inspections 
lo the FPSC annually. For many years, Tampa Electric has routinely inspected its wooden poles and adjusted its inspection schedule to comply with the FPSC‘s order. 

The FPSC subsequently issued an order requiring 811 investor owned utilities (IOUs) to implement a IO-point storm preparedness plan designed to impmve the 
statewide electric infrastmcture to better withstand severe stmm and expedite recavety from future storms. In addition to a w w d  pole inspection program instituted 
separately, the plans address vegetation management, audits of pole attachments. tranmission smcNre inspections and hardening, data gathering and analysis, natural 
disaster planning, cwrdination with local governmental agencies and collaborative research. In October 2006 the FPSC appmved Tampa Electric’s plan 10 comply with 
the directive. Tampa Electric has implemented its plan and estimates the average incremental “an-fuel operations and maintenance expense of this plan to be 
approximately S20 million annually. 

The FPSC also modified its mle regarding the design standards for new and replacement transmission and distribution line const~~~ct ion,  including certain critical 
circuits in a utility’s system. Beyond employing accepted engineering practices and complying with the applicable edition of the National Electric Safety Code (NESC), 
the new design standard requires adoption of the NESC extreme wind loading standards for dismbution facilities. The new design standards also encourage the 
placement ofnew or modified facilities underground when feasible. These new requirements are expected to increase the capital expenditures required IO expand the 
system to meet growing cu~lomer demand and to maintain system reliability by an average of SI9 million annually. 

Florida’s Energy Plan 

The Florida Depanment of Environmental PTotection bas produced an energy plan for the state that, among other initiatives, encourages fuel diversity for electric 
generation, streamlining of the power plant siting review process, consmation by state agencies and consumers, educational programs for residential and business, 
wslomers regarding energy conservation. expansion of the use of hydrogen and additional grants to study allmafive energy supplies. 

Utility Competitio-Electric 

Tampa Electric’s retail electric business is substantially free from direct competition with other electric utilities, municipalities and public agencies. At the 
present time. the principal form of competition at the retail level consists ofself-generalion available lo larger users of electric energy. Such users may seek 10 expand 
their alternatives through various initiatives, including legislative andor regulatoty changes that would permit commtition at the retail level. Tamoa Elecnic intends to 
retain and expand its retail business by managing costs and providing high quality service 10 retail customers 

Presently there is competition in Florida's wholesale power markets, increasing largely as a result ofthe Energy Policy Act of I992 and related federal 
initiatives. However, the slate’s Power Plant Siting Act, which sets the state’s electric energy and environmental policy and govems the building of new generation 
involving steam capacity of 75 megawatts or more, requires that applicants demonstrate that a plant is needed prior to receiving constmctim and operating pennit!;. 
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In 2003, the FPSC modified d e s  fiom I994 that required lOUs to issue RFPs prior to filing a petition for Determination of Need far consttwtion ofa power 
plant with a steam cycle greater than 75 megawatts. The modified d e s  provide a mechanism for expedited dispute resolution, allow bidders to submit new bids 
whenever the IOU revises its cost estimates for its self-build option, require IOUs to disclose the methodology and criteria to be used to evaluate the bids, and provide 
more stringent standards for the lOUs to recover cost over”  in the event the self-build option is deemed the most cost-effective. These rules became effective 
prospectively for RFPs for applicable capacity additions. 

PGS Rates 

PGS’ eul~ent rates were agreed to in a settlement with all parties involved, and a final FPSC order was granted on Dee. I I, 2002 and rates were effstive in 
January 2W3. PGS’ authorized rates provide an allowed ROE range from 10.25% to 12.25% with an I I .25% midpoint. 

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

PCS Cost Recovery Clsuses 

PGS recovers rhe costs i t  pays for gas supply and intemtalc transponation for system supply through the purchased gas adjustment clause. This charge is 
designed 10 recover the costs incurred by PGS for purchased gas, and Tar holding and using intmtate pipeline capacity fw the tiansportation of gas it sells to its 
customm. These charges may be adjusted monthly based on a cap approved annually in an FPSC hearing. The cap is based on estimated costs ofpurchased gas and 
pipeline capacity, and estimated customer usage for a specific recovery period, with a true-up adjnstment to reflect the variance ofachlal costs and usage from the 
projected charges for pnorperiods. 

In November 2001, the FPSC approved i a t e ~  under PGS’ PGA for the period lanuary 2008 through December 2008 for the recovery ofthe E O S ~ S  ofnatural gas 
purchased for its distribution E U S I O ~ Z P S .  

In addition to its base rates and purchased gas adjustment clause charges for system supply  customer^, PGS cu~tomers (except intermplible customen) also pay a 
per-them conservation charge for all gas. This charge is intended lo permit PGS lo recover its costs incurred in developing and implementing energy consmation 
programs, which are mandated by Florida law and approved and supervised by the FPSC. PGS is permitted to recover, on a dollar-fordollar basis, expenditures made in 
connection with these programs if i t  demonstrates that the prograins are cost effective for its ratepayers. 

Utili@ Competitio-Gas 

Although PGS is not in direct competition with any other regulated distributors ofnatural gas for customm within its service areas, there are other forms O F  
competition. At the present time, the principal fonn of competition for residential and small commercial customers is from companies providing other ~ources of 
energy. including elecmcity. 

In Florida, gas service is unbundled for all “on-residential customers. In 2W0, PGS implemented its “NaturalChoice” pmgram, offering unbundled 
transportation service to all eligible customers. This means that non-residential customen can purchase commodity gas froin a third pany but continue to pay PCS for 
the transportation ofthe gas. As a result, PGS receives its base rate for disoibution regardless ofwhether B customer decides to opt for transportation-onlv service or 
continue bundled service. PGS had approximately l3,h00 transponation cu~tomem as of Dec. 31, 2007 out of approximately 29,900 eligible customers 
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Competition is most prevalenl in the large commercial and industrial makets. In recent years, these classes ofcustomers have been targeted by companies 
seeking to sell gas directly by transporting gas through other facilities and thereby bypassing PGS facilities. In response lo this competition, PGS has developed v;rious 
programs, including the provision of transportation Services at discounted rates. 

In general, PGS faces competition from other energy source suppliers offekg fuel oil, elwtvicity and, in some cases, propane. PGS has taken actions to retain 
and expand its commodiry and trmsportation business, including managing costs and providing high quality S W ~ C ~  to customers. 

CORPORATE GOVERNANCE 

CEO and CFO Certilirations 

The most recent certifications by our Chief Executive Offcer and Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 are filed as 
exhibits to TECO Energy's Annual Repon on Form IO-K for the year ended Dec. 31,2007. The certification of TECO Energy's ChiefExecutive Officer regarding 
compliance with the New York Stock Exchange MYSE) corporate governance listing standards required by NYSE will be filed with NYSE following the 2008 Annual 
Meeting of Shareholden. Last year, we filed this certification with the NYSE after the 2007 Annual Meeting o f  Shareholders, in compliance with NYSE rules. 
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Item 1.4 Quantitative and Qualitative Disclosures about Market Risk. 

Risk Management Infrastructure 

We are subjecl to various types of market risk in the cou~ssc of daily operations, as discussed below. We have adopted an enterprise-wide approach to the 
management and e~ntrul ofmarket and credit risk. Middle Office risk management functions, including credit risk management and risk control, are independent (of 
each transacting entity (Front Office). 

Our Risk Management Policy (Policy) govems all energy transacting activity %I the TECO Energy group of companies. The Policy is approved by our Board of 
Directors and administered by a Risk Authorizing Committee (RAC) that is comprised of senior management. Within the hounds ofthe Policy, the RAC approves 
specific hedging strategies, new transaction types or products, limits, and transacting authorities. Tmnsaction activity is reported daily and measured against limits For 
all commodity risk management activities, derivative transaction volumes are limited to the anticipated volume for customer sales or supplier procurement activities. 

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

Risk Management Objectives 

The Front Office is responsible for reducing and mitigating the market risk exposures which arise from the ownership ofphysical assets and contractual 
obligations. such as debt instmments and firm customer sales c o n t r a ~ t ~ .  The primary objectives ofthe risk management organimtion, the Middle Ofiice, are to quantify, 
measure, and monitor the market fisk exposures ansing from the activities of the Front M i c e  and the ownership of physical assets. In addition, the Middle Office is 
responsible for enforcing the limits and procedures established under the approved risk management policies. Based on the policies approved by the company's Bmrd 
of Directon and the procedures established by the RAC, f" time to time, members ofthe TECO Energy group ofcompanies enter into futures, forwards, swaps and 
option contracts to limit the exposure to: 

Pnce fluctuations for physical purchases and sales ofnatural gas in the c o m e  of normal operations at Tampa Electric and PGS; 

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

Price fluctuations for physical purchases of fuel at TECO Coal, 

Price fluctuations for crude oil and the resulting reduction ofsynthetic fuel proceeds if crude oil prices exceed phase-out threshold levels. 

The TECO Energy companies use derivatives only to reduce noma1 operating and market risks, not for sp~lulative purposes. Our primaly objective in using 
derivative insrmments for regulated operations is to reduce the impact of market price volatiliry on ratepayers. For unregulated operations, the companies use derivative 
instmmenls primady to mitipaw the price uncedainty related to commodity inputs, such as diesel fuel. 

Derivntlves and Hedge Accounting 

FAS 133, Accuunlinglbr Derivaiive Instruments and Hedging Acrivilies, as subsequently amended and interpreted, requires us and our afiliates to recognize 
derivatives as either assets or liabilities in the financial  statement^, to measure those instminents at fair value, and to reflect the changes in the fair value of those 
instruments as components of other comprehensive income or net income, depending on the designation of those instruments. 

Designation of a hedging relationship requires management to make assumptions ahout the future probabiliry of the timing and amount olthe hedged transaciion 
and the future effectiveness of the derivative 
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instrument in offsetting the change in fair value or cdsh flows of the hedged item or transaction. The determination of fair value is dependent upon certain assumptions 
and judpnents, as described more fully below (see the Unregulated Operating Companies section and Note 22 to the TECO Energy Consolidated Financial 
Statements ). 

Credit Risk 

We have a rigorous process for the establishment of new trading counterpanies. This process includes an evaluation of each counlerpany's financial statzmtmts. 
with paliicular attention paid to liquidity and capital resources; establishment ofcounterparty specific credit limits; optimization of credit tams; and execution of 
standardized enabling agreements Our Credit Guidelines require tramactims with counterparties below investment grade to be collateralized. 

Contracts with different legal entities affiliated with the same eounterpany are consolidated and managed as appropriate, considering the legal structure and m y  
netting agreements in place. Credit exposures are calculated, compared to limits and reponed to management on a daily basis. The Credit Guidelines are administered 
and monitored within the Middle Office, independent of the Front Office. 

Interest Rate Risk 

We are exposed to changes in interest rates, primarily as a result of our borrowing activities. We may enter into futures, swaps and option contracts, in 
accordance with the approved risk management policies and procedures. tu moderate this exposure to interest rate changes and achieve a desired level of fixed and 
variable rate debt. As of Dec. 3 I ,  2007 and 2006, a hypothetical IO% increase in the consolidated group's weighted average interest rate on its variable rate debt d u n g  
the subsequent year, would not result in a inaterial impact on pretax eamings. This is driven by the low amounts ofvanable rate debt at either TECO Energy or Tampa 
Electnc Company. 

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

mese amounts wjere determined based on the variable rate obligations existing on the indicated dates at TECO Energy and its subsidiaries. A hypothetical I CI% 
decrease in interest rates would increase the fair market value ofour long-term debt by approximately 3.2"% at bath Dec. 31,2001 and 2006, respectively (see the 
Financing Activity section and Notes 6 and 7 to the TECO Energy Consolidated Financial Statements ). The above sensitivities assume no changes to our 
financial StNCNle and could be affected by changes in our credit ratings, changes in general economic conditions or other extemal factors (see the Risk Factors 
section). 

Commodity Risk 

We and our affiliates face varying degrees ofexposure to commodity risks including coal, natural gas, fuel oil, and other energy commodity prices. Any changes 
in prices could affect the prices these businesses charge. their operating E O S ~ S  and the competitive position oftheir products and services. We assess and monitor risk 
using a variety of measurement tools. Management uses different risk measurement and monilanng tm ls  based on the degree of exposure ofeaeb operating company to 
commodity nsks. 

Histo"cally, Tampa Electric's fuel costs used for generation have been affected primarily by the price ofcoal and, to a lesser degree, the cost ofnatural gas arid 
fuel oil. With the repowenng of the Bayside Power Station, the use ofnatural gas, with its more volatile pricing, has increased substantially. PGS has exposure related 
to the price ofpurchased gas and pipeline capacity. 

Currently, Tampa Electric's and PGS' commodity price risk is largely mitigated by the fact that increases in the price of fuel and purchased power are recovered 
through cost recovery clauses. with no anticipated effect on 
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earnings. Howevc~, increasing fuel cost recovery has the potential to affect total energy usage and the relatim attractiveness ofelectricity and natural gas to consucnas. 
To moderate the impacts of fuel price changes on customem, both Tampa Electric and PGS manage commodity price risk by entering into long-term fuel supply 
agreements, prudently operating plant facilities to optimize cost, and entering into derivative transactions designated as cash flow hedges of anticipated purchases of 
wholesale natural gas. At Dec. 3 I ,  2W7 and 2006, a change in commodity prices would not have had a material impact on earnings far Tampa Electric or PGS, but 
could h a w  had an impact on the timing of the cash recovery ofrhe cost of fuel (see the Tampa Electric and Regulation sections). 

Unregulated Operating Companies 

The other operating companies of TECO Energy, TECO Coal and TECO Guatemala BK subject to significant commodity risk. me operating companies do not 
speculate using derivative instmments. However, not all derivative instmments receive hedge accounting treatment due to the strict requirements and narrow 
applicability ofthe accounting rules to dynamic transactions. 

TECO Coal is exposed to commodity price risk through coal sales as a pan Of its daily operations. Where possible and economical, TECO Coal enten into lixed 
price sales transactions to mitigate variability in coal prices. TECO Coal's expected 2008 production was fully contracted at Dec. 31.2007. TECO Coal is also exposed 
to variability in operating costs as a result ofperiodic purchases ofdiesel oil in its operation$. At Dec. 3 I ,  2007, TECO Coal had no derivative instruments in place to 
reduce the price variability for its anticipated 2008 diesel oil purchases. A hypothetical 10% increase in the average annual price for diesel oil would add $3.9 million to 
TECO Coal's pretax cost of production. 

Like Tampa Electric and PGS, TECO Guatemala has commodity price "sk that is largely mitigated by the fact that increases in the price of fuel are passed 
through to the power purchasing distribution utility. 

The following tables summarize the changes in and the fair value balances ofderivative assets (liabilities) for the year ended Dec. 31, 2007: 

Changes in Fair Value of Derivatives 

p"iUi0"S) 

Netfairvalueofderivatives asofDec. 31,2006 16 (66.8) 
Net change in unrealized fair value ofderivatives X9.6 
Realized net settlement of derivatives 

Netf~irvalueofderivativesaiofDec. 31,2007 

Roll-Forward of Derivative Net Assets (Liabilities) 

(46.7) 

(miiIivxJ 
Tom1 derivative net a s e e  (liabilities) as of Dec. 31, 2006 $ (66.8) 
Change in fair value of net derivative assets (liabilities): 

Recorded as replato?, assets and liabilities or OCI (24.2) 
Recorded in earnings 82.7 
Realized net settlement of derivatives (46.7) 

31.1 - Net option premium payments 
Net fair value of derivatives at Dec. 31,2007 

$JD) 

When available, the company uses quoted market p r i c s  to record the fair value of derivalive contracts. However, many derivative contracts are not traded in 
sufficient volume or with sufficient market transparency to 
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establish a representative quotation. in those cases, we use industly-accepted valuation techniques based on pricing models or matrix pricing for energy derivative 
c o n t r a ~ t ~ .  Prices, inputs, assumptions and the results of valuation techniques are validated by the Middle Office, independently ofthe Front Office, on a daily basis. 
Significant inputs and assumptions used by the company to determine the fair value of energy derivative contracts am: 1) the physical delivery location of the 
commodiry: 2) the comelatior beween different basis points and/or different commodities; 3) rational, economic behavior in the markets and by counterpanies; 4) on- 
and off-peak C U N ~  shapes and correlations; 5 )  observed market information; and 6) volatility forecasts and estimates for and between commodities. Mathematical 
approaches are applied on a frequent basis to validate and corroborate the results of valu~tion calculations. 

For all unrealized derivative cmtmcts, the valuation is an estimate based on thebest available information at the date of valuation. Actual cash flows upon 
maturity could be materially different from the estimated value. 

The following is a summary table of sources of fair value, by maturity period, for derivative contracts at Dec. 3 I, 2007. 

Maturily and Source of Derivative Contracts Net Assets (Liabilities) at Dee. 31,TWl 

Actively quoted p l i ca  
Model prices"' 

Total 

$ (25.7) $ 1.8 $ (23.9) 
- - - 

-0 $ I .8 $ (23.9) 

(I) Model prices are used for determining the fair value of derivatives where price quotes are infrequent or the market is illiquid. Si@ificant inputs io the models are 
derived from market observable data and actwal historical experience. 
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Item 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA, 

TECO ENERGY, INC. 

Manarcmenl's Reno" on lnteinal Control Over Financial Retm%ng 
Rwon of Indemndcnt Reristered Cenified Public Accountinu Firm 

Consoliddalcd Balance Sheets. DCC. 21. 2007 and 1006 

Cmsolidatcd Starentents of Income for thc years ended Dcc. 3 1,2007.2006 and ZOO? 

Consolidated Svatements ofComnrehenrive Income for the wars ended Dec. 3 I. 2007.2006 and 2005 

Consolidated Statements of Cilsh Flows for the vean endcd Dec. 3 1,2007,2006 and 200'. 

Consolidated Slatements ofCaoival for the years ended Dec. 31,2007. 2006 and 2005 

Uotcs to Consolidated Financial Stairmeiits 

Financial Statement Schedule 1A:ondcnsed Parcnt Cnnnaav Financial Starcmenis 

Financial Slalement Schedule 11-Valuation and Oualifvinr Accounts and Reserves forthe years ended Dec. 31, 2007. 200h and 200s 

Sienatures 

Pwr Nu. 
I no 
101 

102-103 

104 

105 

106 

107 

108.159 

201 

203 

197-200 

All other financial statemen1 schedules have been m i n e d  Since they are not required, are inapplicable or the required infonation is presented in the financial 
Stalements or notes thereto. 

99 

111 



TECOENERGY, INC. 

MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

Our management is responsible for establishing and maintaining adequate intemal c ~ n t m l  over financial reponing, as such term is defined in Rule l3a-I 5(f) of 
the Securities Exchange Act of 1934, as amended. We conducted an evaluation ofthe effectiveness of TECO Energy, Inc.'s internal control over financial xpminng as 
of December 31,2007 based on the framework in lntemal Control-Integrated Framework issued by the Committee of Sponsoring Organications of the Treadway 
Commission. Based on OUT evaluation under this framework, our management concluded that TECO Energy, IIIC.'S intemal control over financial reporting was 
effective as ofDecember 31,2007. 
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Report of Independent Registered Public Accounting Firm 

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

In OUY opinion, the consolidated financial statements listed in the accompanying index present fairly, in all material respects, the financial position of TECCl 
Energy, Inc. and its subsidiaries at December 3 I ,  2007 and 2006, and the results oftheir operations and their cash flows for each of the three years in the period ended 
December 3 I ,  2007 in conformity with accounting principles generslly accepted in the United States ofAmerica. In addition. in our opinion, the financial statement 
schedules listed in the accompanying index present fairly, in all material rzspects, the information set fonh therein when read in conjunction with the related 
consolidated financial statements. Also in our opinion, the Company maintained. in all mattfial respects. effective intemal control over financial reporting as o f  
December 3 I ,  2007, based on criteria established in lntemal Control-Integrated Framework issued by thc Cornminee of Sponsoring Organizations of the Treadway 
Commission (COSO). The Company’s management is responsible for these financial statements and financial statement schedules, for maintaining effective intemal 
control aver financial rzporting and for its assessment of the effectiveness of intemal control over financial reponing, included in the accompanying Management’f, 
Report on Internal Control Over Financial Reporling. Our responsibility is to express opinions on these financial statements, on the financial statement schedules, and 
on the Cmpany’s internal control over financial reporting based on our integrated audits. We conducted our audits in accordance with the standards ofthe Public 
Company Accounting Oversight Board (United States). Those standards require that we plan and perform the audits to obtain reasonable a~surance about whether the 
financial statements are free ofmaterial misstatement and whether effective intemal control over financial reponing was maintained in all mate&] respects. Our audits 
of the financial stalemcnts included examining, on a tcst basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting 
principles used and significant estimates made by management, and evaluating the overdll financial statement presentation. Our audit of intemal control over financial 
reponing included obtaining an understanding ofinlemal contml over financial reporting, assessing the risk that a material wcakness exists, and testing and evaluating 
the design and operating effectiveness of intemal control based on the assessed risk. Our audits also included perfmning such 0th- procedures as we considered 
necessary in the circumstances. We believe that our audits provide a reasonable basis for our opinions. 

As discussed in Note 4 to the financial statements, the Company changed its method of evaluating its uncenain max positions as of January I ,  2007. Also, as 
discussed in Note 5 to the financial statements, the Company changed its method of accounting for its defined benefit pension and other postretirement plans as of 
December 31,2006. Further, as discussed in Note 1 to the financial statements, the Company changed its method OfaccOUnting for stock-based compensation as of 
January I ,  2006. 

A company’s intemal control aver financial reponing is a process designed to provide reasonable assurance regarding the reliability offinancial reponing and 
the preparation of financial statements for eXtemJ1 purposes in accordance with generally accepted accounting principles. A company’s internal contml over financial 
reponing includes those policies and procedures that (i) penain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the Dansactions snd 
dispositions of the assets ofthe company; (ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation of finhncial statements in 
accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of 
management and directors of the company: and (iii) provide reasonable assurance regarding prevention or timely detection ofunauthorized acquisition, use, or 
disposition of the wmpany’s at.scts that could have a mslerial effect on the financial statements. 

Because of its inherent limitations, intemal mntml over financial reponing may not prevent or detect misstatements. Also, projections of any evaluation of 
effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions. or that the degee  ofcompliance with the 
policieS or procedures may deteriorate. 

February 21,2008 
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TECO ENERGY, INC. 

Consolidated Balance Sheets 

J,"iIli""$ 

Current asseta 
Cash and ash equivalents 
Restnwed cash 
Receivables, less allowance for uncollectibles of $3.3 and 64.6 at Dec. 31,2007 and Dee. 31, 2006, respectively 
Crude oil options receivable, net 
Inventories, at average cost 

Fuel 
Materials and supplies 

Current regulatory assets 
C u r r a t  derivative assets 
Income tax  receivables 
Prepayments and other cumnt assets 

Total current assets 
Property, plant and equipment 

Utility plant in s m i c e  
Electric 
Gas 

Construction work in progress 
Other property 
Property, plant and equipment 
Accumulated depreciation 

Total propmy, plant and equipment, net 
Other m e b  

Defmed income taxes 
Other investments 
Long-lenn regulatory BSSetS 

Long-term daivative assets 
Investment in unconsolidated affiliates 
Goodwill 
Deferred charges and other assets 

Told other assets 
Total assets 

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

I 02 

D e  31, 
2007 

$ 162.6 
7.4 

295.9 
78.5 

85.8 
68.2 
67.4 

0.3 
0.7 

789.8 
23.0 

5275.2 
917.4 
364.8 
336.4 

6,893.8 

4,888.2 

424.9 
22.9 

186.8 
I .9 

275.5 
59.4 

115.8 
1,087.2 

6 6,765.2 

(2,0056) 

- 

$ 441.6 
37.3 

334.9 
3.4 

85.0 
74.6 

255.7 
7 1  

18 8 
27.3 

1285.1 
__ 

5,0104 
877 1 
3141 
841 9 

7.084 I 

4,766 9 

630 2 
8 0  

231 3 
0 1  

292 9 
59 4 

(2,317) 

87.3 
1309.2 

$ 7361.8 
--L 

L 
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TECO ENERGY, INC. 

Consolidated Balance Sheets--continued 

Licbilities and Copifd 

(mili;o"r, 

Current liabdities 
Long-term debt due within one year 

Recourse 
NO"-recO"nC 
Junior subordinated notes 

Notes payable 
Accounts payable 
Customer deposits 
Current regulatory liabilities 
Current derivative liabilities 
1nt-t accrued 
Taxes accrued 
Other current liabilites 

Total current liabilities 
Otber liabilities 

Investment (ax credits 
Long-term regulatay liabilities 
Long-term delivative liabilities 
Deferred creditsand otherlisbilities 
Long-term debt, less ainount due within one year 

Recourse 
NO"-ECO"ne 

Total other liabilities 
Commitments and contingencies (see Note 12) 

Capital 
Common equity (400.0 million shares authorized: par valne $1; 
Z10.9~lliansharesand209.5milliMlsharesout~~"dingatDec. 31,2007 andDec. 31, 2006,respectively) 
Additional paid in capital 
Retained earnings 
Accumulated other comprehensive loss 
Total capital 

Total liabilities andcapital 

The accompanying notes are an integral part of the consolidated financial statements. 
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s 5.7 
1.4 

25.0 
302.1 
138.1 
35.4 
26.0 

- 

32.7 
33.2 
18.0 

617.6 

12.2 
582.7 

0. I 
377.2 

3.149.4 
9.0 

4,130.6 

210.9 
1.489.2 

334.1 

$ 566.1 
1.3 

71.4 
48.0 

326.5 
129.5 
46.7 
'70.3 
50.5 
:!5.3 
14.2 

1.350.4 

14.7 
555.3 

3 7  
496.1 

3,202.2 
10.4 

4 282.4 L 

209.5 
1,466.3 

80.7 
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TECO ENERGY, INC. 

Consolidated Statements of Comprehensive Income 

~mulions) 
f o r  thrywrs erulrdDic. JI. 

Net income 
Other comprehensive income (loss), net of t a x  

Net unrealized losses on cash flow hedges 
Amonization ofunrecognized benefit costs 
Recognized benefit coss due to curtailment 
Change in benefit obligation due to annual remea~u~ement 
Other comprehensive income (loss), net oftax 

Comprehensive income 

2007 
$ 413.2 

(6.3) 
2 4  
8.7 - 8 5  

13.3 
5 426.5 

- 

3c_ 

The accompanying notes are an integral pan ofthe consolidated financial statements. 
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2006 

0 246.3 

(0.3) 
- 
- 
42 7 
42.4 

$ 2887 - 

2005 
S 274.5 

(7.2) 
(7.3) 

s 267.2 
3c_ 
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TECO ENERGY, INC. 

Consolidated Statements of Cash Flows 

,,n;llio"r) 
For Ihryron rndrdDIc. 31. 

Cash flows from oprating activities 
Net income 
Adjustments to reconcile net income to net cash from operating aetivities: 

Depreciation and amortization 
Deferred income taxes 
Investment tax credits, net 
Allowance for othet funds used during consrmction 
Non-cash stock compcnsation 
Fain on sales ofbusiness I assets, pretax 
Equity in eamings of unconsolidated affiliates, net of cash dismbutions on eamings 
Minority interest 
Nan-cash debt extinguishment I exchange 
Assel impairment 
Derivatives marked to market 
Deferred recovery clause 
Receivables, less allowance for uncoliectibies 
Inventories 
Prepayments and other deposits 
Taxes accrued 
inleresl accrued 
Accounts payable 
Other 

Cash flows from operating activities 
Cish flows from investing activities 

Capital expendirures 
Allowance for other funds used during constmction 
Net proceeds from sales of business I assets 
Resrricted cash 
Distributions h m  unconsolidated affiliates 
Other investments 

Cash flows (used io) from investing activities 
Cash flows from financing activities 

Dividends 
Proceeds from sale of common stock 
Proceeds from long-term debt 
Repaymen1 of long-term debt 
Contibutions from minority interests 
Debt exchange premiums 
Exchange ofequity "nits 
Net (decrease) increase in shon-term debt 
Other 

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

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

Interest (net of  amounts capitalized)"' 
Income taxes (refund) paid 

204 7 

$ 413.2 

263.7 
184.8 

(4.5) 
11.6 

(246.1) 
(18.0) 
(82.2) 

(2.5) 

2.6 

(82.7) 
123.7 
51.0 
(9.6) 
3.2 

26.6 
(17.8) 
(71.9) 

8.9 
554.0 

(494.4) 

- 

4.5 
405.2 

29.9 
27.5 

(27.7) 
(0.4) 

(163.0) 
14.0 

444.1 

81.3 
(1,137.5) 

(2 I .2) 

(23.0) 
- 

- 
(805.3) 
(279.0) 
441.6 

S 162.6 - 
S 262.1 
S (10.5) 

2006 

$ 246.3 

282.2 
112.5 

(2.6) 

1 1 5  
(67.0) 
(3 4) 

(69.6) 
2 5  

2.0 
53.4 

(26 0) 

(2.7) 

__ 

(5.8) 
11.4 

(I 7.0) 
0.5 

(18.0) 
56.7 

566.9 

(455.7) 
2.7 

100.4 
0.3 
7.3 

(6.1) 
(351.7) 

(158.7) 
12.5 

327.5 
(199.3) 

65.7 
- 
- 

(167.0) 
- 

(119) 
9s.9 ~~. 

345.7 
S 441.6 - 
$ 259.4 
16 10.4 

2w5 

$ 2745 

28:!.2 
110.8 

(Z!.7) 
_. 

5 5  
(261.6) 

(31.9) 
(87.1) 
19.8 
3.2 

(2.9) 
(154.3) 

(56.7) 
(38.1) 
(11.3) 
(17.4) 
11.5 

119.0 
12.6 

177.1 

(295.3) 

278.3 
47 6 

2 8  
0 9  

34.3 

(157.7) 
16.2 

311.9 
(494.1) 

83.1 

-_ 

-. 

-_ 

180.2 
100.0 

(2 0) 
37 6 

249 0 
96 7 

6 345 7 

~. 

-. - 
$ 2R8.'9 
$ 27.4 

( I )  Included in interest paid during the year is interest paid on debt obligation for discontinued operations of 512.0 million for 2005. No interest was paid in 2007 or 
2006 for debt related to discontinued operations. 

The accompanying notes are an integral part of the consolidated financial statements 
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T E C O  ENERGY, INC. 

Consolidated Statements of Capital 

~",;llio", 

Balance, Dec. 31,2004 
Net income 
Other comprehensive loss, after tax 
Common stock issued 
Cash dividends declared 
Final Settlement of equity security units 
Amortilation of unearned compensation 
Tar benefits-stock options 
Performance shares 
Balance, Dec. 31, 2005 
Net income 
Other comprehensive income, after tax 

Shnns'', 

199.7 

I .6 

6.9 

CO",","" 

Stock 

$ 199.7 

I .6 

6.9 

19.6 
(157.7) 
173.3 

2.4 
5.5 

TOtd 
cnUf,oi 

E 1,283.9 
274.5 

(7.3) 
16.2 

(157.7) 
180.2 

5.5 
2.4 

-- (6 0) (6 0) 
-__ 2082 $ 2082 $ 1,5270 a) $ (51 I )  16 (93)  $ 1,5917 

246 3 246 3 
42.4 42 4 

Common stack issued 1.3 I .3 9.4 
Cash dividends declared (79.2) (79.5) 
Stock compensation expense 11.5 
Adoption FAS 123R 
Tax benet i tss tock options I .4 
Adoption FAS 158 (21.8) 
Performance shares 
Balance. De. SI ,  2006 
Net income 
Mher comprehensive income, after tax 

Cash dividends declared (163.0) 
Stock compensation expense 11.6 
Implementation o f  FIN 48 
Tan benet i tss tock options 

(9.3) 9.3 

5.5 - -- 
209.5 $ 209.5 $ 1,466.3 $ (30.5) $ - -- 

413.2 
13.3 

Common stack issued I .4 1.4 10.4 

0.2 
0.4 ___ -- 

Balance, Dec. 31,2007 210.9 .% 210.9 - 5 3341 $ (17.2) $ - -- -- 
(I) TECO Energy had a maximum of400 million shares of $1 par value coinmon stock authorized as of  Dec. 31,2007,2006 and 2005. 

The accompanying notes are an integral part of the consolidated financial statements. 
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10.7 
(158 7) 

11.5 
.- 

I .4 
(21.8) 

5 5  
$ 1,729 0 

4132 
11.3 
12.3 

( I  6:j.O) 
11.6 
11.2 
0.4 

$ 2011.0 b 
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TECO ENERGY, INC. 

Notes to Consolidated Financial Statements 

1 .  Significant Accounting Policies 

The significant accounting policies for both utility and diversified operations are as follows: 

Principles of Consolidation 

The consolidated financial  statement^ include the accounts of TECO Energy, Inc. and its majority-owed subsidiaries (TECO Energy or the company). All 
significant inter-company balances and inter-company nansactions have been eliminated in consolidation. Generally, the equiry method of accounting is used to account 
for investments in partnerships or other arrangonents in which TECO Energy or its subsidiary companies do not have majority ownenhip or exercise control. 

For entities that are determined to meet the definition o f a  variable interest entity (VIE), the company obtains information. where possible, to determine if it is 
the pimaty beneficiary ofthe VIE. If the company is determined to be the pnmary beneficiary, then the VIE is consolidated and a minority interest is recognized for 
any other third-party intemts. If the company is not the primatybcneficiary, then the VIE is accounted for using the equity or cost method ofaccounting. In cenain 
Circumstances this can result in the company consolidating entities in which i t  has less than a 50% equity investment and deconsolidating entities in which it  has a 
inajonty equity interest. 

Use of Estimates 

The use of estimates is inherent in the preparation o f  financial statements in accordance with generdlly accepted accounting pinciples (GAAP). Actual results 
could differ from these estimates. 

Segment Reporting 

In 2005, only historical data is presented for TWG Merchant as all merchant assets have been divested. Any residual results for 2006 and 2007 are included ii i  

"Other and eliminations". 

Cash Equivalents 

Cash qUivAlen1s are highly liquid, high-qudiry investments purchased with an original maturity of three months or less. The cawing  amount ofcash 
equivalents approximated fair market value because of the short maturity of these insmments 

Restricted Cash 

Restricted cash at Dec. 3 I, 2007 includes $7. I million ofcash heid in escrow related to the 2003 sale of Hardee Power Partners (HPP). The $7.1 million will he 
released from escrow in 2012. upon mamiry of debt financing curently held by the purchaser of HPP. Restricted cash also included other unrelated amounts totaling 
approximately 160.3 million at Dec. 31.2007. 

Restricted cash at Dec. 31,2006 included $30.0 million ofcash held in escrow related to the 2003 sale ofTECO Coal Corporation's (TECO Coal) indirectly 
owned synthetic fuel production facilities, the $7.1 million related to HPP discussed above. and other unrelated amounts totaling approximately $0.2 million. 7he $300 
million ofcash from the synthetic fuel facility sale was rerained in escrow to support the company's obligation under the sale agreement until the expiration ofthat 
agreement or TECO Energy achieved investment-grade credit ratings. The funds were released in December 2007 upon the aminment of the required credit ratings. 
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Cost CapitrlicPtion 

Dehr issuance cosrs--7he company capitalizes the ertemal costs of obtaining debt financing and inchdm them in “Deferred charges and other assets” on TECO 
Energy’s Consolidated Balance Sheet and amonizes such costs over the life of the related debt on a slraight-line basis that approximat= the effective interest method. 
These amounts are reflected in “Inrerest expense” on TECO Energy’s Consolidated Statements of Income. 

As discussed in Note 7, in December 2007, TECO Energy completed a debt exchange offer where $899.3 million principal amount of outstanding TECO Eriergy 
notes were exchanged for TECO Finance notes with substantially the same terms. Fees paid to the note holden in connection with these transactions of 162 I .2 million 
were capitalized and will be amonired over the lives of the related TECO Finance notes. The payment of these fees is reflected as”Ikb1 exchange premiums” in the 
Financing Section of the Consolidated Statement ofcash  Flows for the year ended Dec. 31.2007. 

Copildizedinrerrst erpem-Interest costs for the construction of non-utility facilities ace capitalized and depreciated over the Service lives of the related 
propmy. TECO Energy capitalized $0.1 million of interest costs in 2005. No interest costs were capitalized in 2007 or 2006. 

Planned Major Maintenance 

TECO Energy accounts for planned maintenance projects by expensing the costs as incurred. Planned major maintenance projects that do not increase the overall 
life or value o f  the related assets are expensed. When the major maintenance matenally increases the life or value ofthe underlying asset, the cost is capitalized. Wile 
noma1 maintenance outages covering various components of the plants generally occur on at least a yearly basis, major overhauls occur less frequently. 

Tampa Electnc and Peoples Gas System (PGS) expense major maintenance costs as incurred. For Tampa Electric and PGS, eoncumnt with a planned majm 
inaintenance outage, the cost of adding or replacing Tetirement units-of-property is capitalized in conformity with Florida Public Service Commission (FPSC) and 
Federal Energy Regulalory Coinmission (FERC) regulations. 

The San Jose and Alborada plants in Gualcmda each have a long-term power purchase agreement (PPA) with EEGSA. A major maintenance revenue recovtry 
component is explicit in the capacity payment portion ofthe PPA for each plant. Accordingly, a portion of each monthly fixed capacity payment is deferred to recog,nize 
the ponion that reflects recovery of future planned maim maintenance expenses. Actual maintenance costs are exwnsed when incurred with a like amount of deferrcd 
recovery revenue recognized at the same time 

Depreciation 

TECO Energy subsidiaries compute depreciation primarily by the straight-line method at annual rates that amonice the onginal cost, less net salvage value, c,f 
depreciable property over its estimated service life. TECO Coal subsidiaries depreciate eenain mining assets by the units of production method that assigns a rate per 
unit praduced by dividing the original cost over the estimated amount ofunits. 

Told depreciation expense for the yeam ended Dec. 31,2007,2006, and 2005 was $254.0 million, $270.3 million and $267.6 million, respmively. There were 
no plant acquisition sdjustments in 2007 or 2006, however acquisition adjustments of $10.0 inillion accurred in 2005. The provision for total regulated utility plant i n  
service, expressed as a percentage o f  the original cost ofdepreciable propmy, was 3.7% for 200?,3.9% for 2006, and 4.0% for 2005. 

Allowanec for Funds Used During Construction (AFUDC) 

AFUDC is il non-cash credit to income with a corresponding charge to utility plant which represents the cost ofborrowed funds and a reasonable re” on other 
funds used for constmclion. AFUDC is recorded in years when the capital expenditures on eligible projects exceed approximately $36 million. The base on which 
AFUDC is calculated excludes constmction work-in-progress which has been included in rate base. The nile used to calculate AFUDC is revised penodically to reflect 
significant changes in Tampa Electiic’s cost of capital. The rate was 7.79% for 2007 and 2006. No projects qualified for AFUDC in 2005 while total AFUDC fur 2007 
and 2W6 was $6.2 million and $ 3.8 million, respectively. 

I09 

121 



Other Investments 

AS of Dec. 31,2007, the company had a total of $I 5.0 million invested in two auction rate securities, including a $5.0 million security maturing on Jun. IS, 2032 
and a $10.0 million security maturing on Jun. I, 2041. These securities eam an interest rate set in an auction every 2R days. Both the eanying amount and interest 
received are included under the same captian "Other investments". on TECO Energy's Consolidated Balance Sheet and Consolidated Statement of Cash Flaws, 
respectively. 

Although the final maturities of these securities are considered long-term, the company hhs the opponunity to sell lhe securities at par at each auction date. As 
required by Financial Accounting Standards Board (FASB) Statement of Financial Accounting Standards (SFAS) No. I IS, Accounling,for Cermin lnvesrmenrs in Dehf 
ond Eyirily Securi~ies, m y  unrealized change in fair value of available-far-sale securities is reflected in other comprehensive income. Because of the auction frequency, 
the fair value afthese Securities has not fluchlated, and accordingly, no adjustments to fair value have been recorded. 

Inventory 

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

Investments in Unconsolidated Affiliates 

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

TECO Energy's Percent Ownership in Unconsolidated Affiliates I'' 

De<. 31, 
TECO Transport 

TECO Guatemala 

Ocean Dry Bulk. L E ' '  

Distribucion Electrica CentroAmnicana II, S.A. (DECA II) 
Central Generadora Eleetrica San Jod, Limitada (Sa Josd or CGESJ) 
Tampa Ceotro Americana de Electncidad, Limitsda (Albonda or TCAE) 

Lilestream Technologies, LLC"' 
Walden Woods Business Center, Lid. 
TECO Funding Company 1, L L C  
TECO Funding Company 11, LLC'" 

Other 

2006 - 
50% 

30% 
100% 
96% 

36% 

100% 

1MI% 

50% 

TECO Transport was sold to an unaffiliated third patty effective Dec. 4,2007. 
In 2004, the assets of Litestream Technologies, LLC were sold in bankruptcy. ' l l ~ ~ h e  company indirectly o w e d  a 36% interest in Litestream Technologies, LLC as 
of Dec. 31,2006. In 2007, the final disbursement tocreditors was made. 
On Dec. 20.2005, all outstanding subordinated notes held by TECO Funding Company I, LLC were redeemed and the LLC was subsequently dissolved. On Jan. 
16,2007, all outstanding subordinated notes held by TECO Funding Company 11, LLC matured. 
TECO Energy, Inc. received $63.2 million. $56.6 million and $27.0 million during the years ended Dec. 31,2007,2006 and 2005, respectively, 8s dividends 
from unconsolidated affiliates. 
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Regulatory Assets and Liabilities 

Tampa Elecmc and PGS are subject to the provisions of SFAS No. 71, Accounrin~ fo? the Effels “ f C e m i n  Types ufReguloliun (FAS 71) (see Note 3 foi 
additional details). 

Deferred Income Taxes 

TECO Energy uses the asset and liability method to detennine deferred income tares. Under the asset and liability method, the company estimates its c u m 1  tax 
exposure and ~ S S ~ S S ~ S  the temporary differences resulting from differences in the treatment of items, such as depreciation, fur financial statement and tax purposes. 
These differences are reponed as deferred taxes, measured at curen1 rates, in the consolidated financial statements. Management reviews all reasonably available 
currcnt and historical information, including foward-looking infomation, to determine if i t  is inore likely than not that some or all ofthe deferred tax asset will not be 
realized. if management determines that it is likely that some or all of a deferred tax asset will not he realized, then a valuation allowance is recorded to repan the 
balance at the amount expected to be realized. 

Investment Tax Credits 

Investment tax credits have been recorded as deferred credits and arc being amortized as reductions to income tax expense over the service lives of the related 
property. 

Revenue Recognition 

TECO Energy recognizes ~ e v e n u e ~  Consistent with the Securities and Exchange Commission’s (SEC) Staff Accounting Bulletin (SAB) 104, Rsvraue 
Recognition in Finonciul Slaremenls . Except as discussed below. T K O  Energy and its subsidiaries recognize revenues on a gross basis when e m “  for the physical 
delivery of products or services and the risks and rewards ofownemhip have transferred to the buyer. Revenues for any financial or hedge transactions that do not result 
in physical delivery are reponed on a net basis. 

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

Revenues for TECO Coal shipments via rail sre recognized when title and risk of loss transfer to the customer when l he  railcar is loaded. For coal shipments via 
ocean vessel, revenue is recognized under intemational shipping standards as defined by lncoterms 2000 when title and risk otloss transfer to the customer. 

Revenues for cenain transpanation sewices at TECO Transport were recognized using the percentage ofcompletion method, which included estiimtes ofthe 
distance traveled andlar the time elapsed, compared Io the total estimated contract. 

Revenues for energy marketing operations at TECO Gas Services are presented on a net basis in accordance with Emerging Issues Task Force No. (EITF) 99.19, 
Repwting Revenue Gross os a P~iwipp.1 V ~ ~ S U J  Net m on Agent, and EiTF 02-3. Recoxnilion o n d R e p r r i g  of Gain3 ondLo.s,ses on Energy TmdiHg Conrraclx Under 
Irsres No. 98-10 and00-17, to reflect the nature ofthe ~ o n t r a ~ l ~ a l  relationships with custome~s and sundim.  As a result. costs netted against revenues for the vemi 
ended Dec. 31,2007,2006 and 2005 were $2.1 million, $0.8 million and $3.8 million, respectively. 

Shipping and Handling 

TECO Coal includes the costs to ship product to customers in “Operation other expense-Mining related co&’ on the Consolidated Ststements of Income for 
the periods ended Dec. 31,2007,2006 and 2005. 
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Derivatives and Hedging Activities 

The company classifies cash inflows and outflows related to derivative and hedging instruments in the appropriate cash flow sections associated with the item 
being hedged. In the case ofheating oil swaps that are used to mitigate the fluctuations in the price ofdiesel fuel, the cash inflows and outflows are included in the 
operations section. Settlements for crude oil options that protect the cash flows related to the sales of investor interests in the synthetic fuel production facilities are 
included in the investing Section. 

Other Income and Minority Interest 

TECO Energy eamed a significant portion of its income indirectly through the synthetic fuel  operations at TECO Coal. At the end af2007.2006 and 2005, 
TECO Coal had sold ownership interests in the synthetic fuel facilities to unrelated third-party investors equal to 98%. These investors paid far the purchase of the 
ownership interests as synthetic fuel is produced. The payments were based on the amount ofproduction and sales of synthetic fuel and the related underlying VBIW of 
the ~ a r  credit. which was subject to potential limitation based on the price of domestic crude oil. These payments are recorded in 'Other income" in the Consolidated 
Statemolls of Income. The program that provided federal income tax credits for the production of synthetic fuel expired Dec. 31,2007. 

Additionally, the outside investors made payments towards the cost ofproducing Synthetic fuel. These payments are reflected as a benefit under "Minority 
interest" in TECO Energy's Consolidated Statements oflncome and these benefits coinprise the majo"ty ofthat line item. 

For the year ended Dec. 3 I ,  2007, "Other income" reflected a phase-out of approximately 67%, or $140.2 million, of the benefit ofthe underlying value of m y  
2007 tan credits based on an estimate ofthe average annual price ofdomestic crude oil during 2007. Should the final a c ~ a l  average annual price ofdomestic crude oil 
be different than this estimate, the cash payments and the benefits recognized in 'Other income" and "Minority interest" will be adjusted, either positively or negatively, 
in the first quaner of 2008. A phase-out ofapproximately 35%. or $61. I million after-tax, was recognized in 2006 and no phase-out ofthe benefit was recognized in 
2005. 

To protect the cash proceeds derived from the sale d o w e r s h i p  interests, TECO Energy had in place crude oil options to hedge against the risk of high oil prices 
reducing the value ofthe lax credits related 10 the production of synthetic fuel. These i n s l m e n t s  were marked-to-market with fair value gains and losses recognized in 
"Other income" a the Consolidated Slalements of Income. For the years ended Dec. 31,2001,2006 and 2005, the company recognized gains on malked-to-market 
derivatives of $82.7 million, $2.9 million and $0.5 million, respectively. The increase in the gain from 2006 to 2007 was reflective of the increase in oil prices and the 
total volume ofbarrels hedged, which was 2.8 million barrels in 2006 compared Io 25.1 million barrels in 2007. 

Revenues and Cost Recovery 

Revenues include amounts resulting from cost recovery clauses which provide for monthly billing charges to reflect increases or decreases in fuel, purchased 
power, consewation and environmmtal EOSIS for Tampa Electric and purchased gas, interstate pipeline capacity and conservation costs for PGS. Thse  adjustment 
factors are based on costs incurred and projected for B specific recovery period. Any over- or under-recovery of costs plus an interest factor are taken into account in the 
profess ofsetting adjustment factors for subsequent recovery periods. Over-recoveries of costs are recorded as deferred credits, and under-recoveries of costs are 
recorded as deferred charges. 

Cenain other costs incurred by the regulated utilities are allowed to be recovered From customers through prices approved in the regulatory process. These costs 
are recognized as the associated revenues are billed. The regulated utilities accrue base revenues for sewices rendered but unbilled to provide a closer matching of  
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revenues and expenses (see Note 3). AS ofDec. 31,2007 and 2006, unbilled ~ e v e n ~ e s  ofW6.h million and $47.8 million, respectively, are included in the 
“Receivables” line item on TECO Energy’s Consolidated Balance Sheets. 

Tampa Electric purchases power on a regular basis primarily to meet the needs ofits retail customers. Tampa Electric purchased power from “an-TECO Energy 
affiliates at a EOSI af$271.9 million, $221.3 million and $269.7 million, fur the years ended Dec. 31,2007,2006 and 2005, respectively. The prudently incurred 
purchased power costs at Tampa Electric have historically been recovered through an FPSC-approved cost recovery clause. 

Accounting for Excise Taxes, Franchise Fees and Cross Receipts 

TECO Coal and TECO Tmnspon incur most of TECO Energy’s total excise taxes, which are accrued as an expense and reconciled lo the actual cash paymatt of 
excise taxes. As general expenses. they are not specifically recovered through revenues. Excise taxes paid by the regulated utilities are not material and are expensel 
when incurred. 

The regulated utilities are allowed to recover certain costs incurred Froin cutomerS thmugh prices approved by the FPSC. The amounts included in customers’ 
bills for franchise fees and gross receipt fanes a m  included as revenues on the Consolidated Statements of Income. These  amount^ totaled $I I 1.2 million, $104.2 
million and $87.2 inillion for the years ended Dec. 3 I ,  2007,2006 and 2005, respectively. Franchise fees and gross receipt taxes payable by the regulated utilities are 
included as an expense on the Consolidated Statements of Income in “Taxes, other than income”. For the years ended Dec. 31,2007,2006 and 2005, these totaled 
$I 10.9 million, $104.0 million and $87.0 million, respstively. 

Asset Impairments 

TECO Energy and its subsidiaries apply the provisions of FAS No. 144. Accounring,for the Impoirmenr or D;sposal ofLong-Lived A n e n  (FAS 144). FAS I44 
addresses accounting and reponing for the impairment or disposal of long-lived assets, including the disposal of a component o f a  business. 

In accordance with FAS 144, the company assesses whether there has been an impairment of its long-lived assets and certain intangibles held and used by the: 
company when such impainnent indicators exist. Indicators of impairment existed for cenain asset groups, triggering a requirement IO ascertain the recoverability of 
these assets using undiscounted cash flows. See Note 18 for specific details regarding the results of these assessments 

Deferred Charges and Other Assets 

Deferred charges and other assets consist primarily ofmining development costs amonized on a per tun basis and offering costs associated with various debt 
offerings that are being amonized over the related obligation period as an increase in interest expense. 

Deferred Credits and Other Liabilities 

Other deferred credits primarily include the aecmed post-retirement snd pension liabilities, and inedical and general liability claims incurred but not reponed. 
The company and its subsidiaties’ have a self-insurance program supplemented by excess insurance coverage for the cost of claims whose ultimate value exceeds the 
company’s retention amounts. The company estimates its liabilities for auto. genal ,  marine protection & indemnity, and worken’ compensation using discount rates 
mandated by StaNte or othenvise deemed appropriate for the circumstances. Discount Pates used in estimating these liabilities at both Dec. 31,2007 and 2006 ranged 
from 4.00% to 4.75%. 
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Stock-based Compensation 

Effective Jan. I, 2006. TECO Energy accounts for its stock-based compensation in accordance with FAS No. 123 (revised 2004). Share-Based Paymenr (F/\S 
l23R). Under the provisions ofFAS I23R. share-based compensation cost is measured at the g a t  date, based on the calculated fair value of the award, and is 
recognized as an expense over the employee's or director's requisite service period (generally the vesting period of the equity grant). Prior to this, the company 
accounted for its shambased payments under Accounting Principles Board (APB) Opinion No. 25, Accountin~fi~r Smck Iwued IO Employees and its related 
interpretations and the disclosure requirements of FAS 123, A~~:cou~ring/orSlock~B~s~d Compensarion ,as amended by PAS 148, Accounringfur Stock-Eased 
Compen~ariun-Tronsili"~ ondDi.dosure . The company elected IO adopt the modifiedpmspecfive transition method as provided under FAS i23R and, accordingly, 
results for prior periods have not been restated. See Note 9 ,  Common Stock, for more information on share-based payments. 

Restrictions on Dividend Payments and Transfer of Asset6 

Dividends on TECO Energy's common stock are declared and paid at the discretion of its Board of Directors. The primary SOUTC~S offunds 10 pay dividends on 
TECO Energy's common stock are dividends and other distributions from its operating companies. TECO Energy's credit facility contains a covenant that could limit 
the payment of dividends exceeding a calculated amount (initially 650 million) in any quaner under certain circumstances. Cenain long-term debt at PGS contains 
restrictions that limit the p a p e n t  of dividends and distributions on the common stock of Tamps Electric Company. 

In addition, TECO Dibjersified, Inc., a wholly-omed subsidiary ofTECO Energy and the holding company for TECO Coal, has a guarantee related to a coal 
supply agreement that limits the payment ofdividends to its common shareholder, TECO Energy, but does not limit loans or advances. See Notes 6.1 and 12 for 
additional information on significant financial covenants. 

Foreign Operations 

The functional currency of the company's foreign investments is primarily the U.S. dollar. Transactions in the local cumncy are re-measured to the U.S. dollar 
for financial reponing purposes. The aggregate re-measurement gains or losses included in net income in 2007,2006 and 2005 were not material. The foreign 
inve~tmenls are generally protected From any significant currency gains or losses by the terms of the wwer  sales ameements and other related contracts, in which 
payments are defined in U.S. dollars. 

2. New Accounting Pmnaunrements 

Noncontrolling Interests in Consolidated Finaneinl Statements 

in December 2007, the FASB issued SFAS No. 160, Nuncoontrolling Inreresrs in Con~o1;dared~i~"ancrai Slalemenls (PAS 160). FAS 160 was issued to improve 
the relevmcc, comparability and transparency or the financial infomation provided by requiring: ownership interests be presented in the consolidated Statement of 
financial position separate From parenl equity; the a3nount ofnet income atmibutable to the parent and the noncontrolling interest be identified and presented an the face 
of the consolidated Statement of income; changes in thc parent's omenh ip  interest be accounted for consistently; when deconsolidating, that any retained equity 
interest be measured at fair value; and that sufficient disclosures identify and distinguish between the interests ofthe parent and nonconnolling ownen. The guidance in 
FAS I60 is effective for fiscal years beginning on or after Dec. 15,2008, The company is currently assessing the impact of FAS 160, but does no1 believe it will be 
material to its results of operations, statement ofposition or cash flows. 

Business Combinations (Revised) 

In December 2007, the FASB issued SFAS No. 141 R, Bmhess Combinorions (FAS 141 R). PAS 141 R was issued to improve the relevanac, representational 
faithfulness, and comparabilityof information disclosed in 
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financial statements about business combinations. The Statement establishes principles snd requirements for how the acquirer: 1) recognizes and measures the assets 
acquired, liabilities assumed and any noneontrolling interest in the acquire: 2) recognizes and measures the goodwill acquired; and 3) determine what information to 
disclose for users of financial statements to evaluate the effects of the business combination. The guidance in FAS 141R is effective prospectively for any business 
combinations for which the acquisition date is on or afler the beginning ofthe fint annual reponing period beginning on or afler Dee. 15,2W8. The company will 
assess the impact of FAS 141 R in the event it enten into a businem combination whose expected acquisition date is subsequent to the required adoption date. 

Offsetting Amounts Related to Certain Contraeta 

In April 2007, the FASB issued FASB Staff Position (FSP) FIN 39-1, This FSP amends FASB Interpretation No. 39, Offsetting qfAmounts Relutedto Cerrain 
Con~racts by allowing an entity to offset fair value a m w m  recognized for the right to reclaim cash collateral (a receivable) or the obligation to rehm cash collateral (a 
payable) against fair value amounts recognized for derivative instmments executed with the same counterparty under a master netting arrangement. The guidance in this 
FSP is effective for fiscal yean beginning afler No". 15,2W7. The Company adopted this FSP effective Jan. I, 2008 without any effect on its results of operations, 
statement ofposition or cash flows. 

Fair Value Option For Financial Assets and Financial Liabilities 

In Februaly 2007, the FASB issued SFAS Nu. 159, The Fair Volue Option for Fivanoid Assets and Fino,rial L i a b i l ; I i ~ . ~ - l ~ c l u d i ~ ~  an amendmenr of FASB 
state men^ No. l l 5  (FAS 159). FAS I 59  pennits entities to choose to measure many financial instruments and certain other items at fair value that are not currently 
required to be measured at fair value. The objenive of FAS 159 is to provide opportunities to mitigate volatility in reported earnings caused by measuring related assets 
and liabilities differently without having to apply hedge accounting provisions. FAS i 59 is effective for fiscal years beginning after No". 15,2007, The company 
adopted FAS I 5 9  effective Jan. 1,2008, but did not elect to measure any financial i n s tm" t s  at fair valne. Accordingly, its adoption did not have any effect on its 
results of operations, slatemen1 of position or cash flows. 

Fair Value Measurements 

In September 2006, the FASB issued FAS No. 157, Fair Value MeasuremenIs (FAS 157). FAS I 5 7  defines fair value, establishes a framework for measuring 
fair value under generally accepted accounting principles, and expands disclosures about fair value measurements. FAS 157 emphasizes that fair value is a market- 
based measurement, not an entityspecific measurement, and States that a ?Air value measurement should be determined based on the assumptions that market 
participants would use in pricing the asset or liability. FAS 157 applies under other accounting pronouncements that require 01 p m i t  fair value measurements. 

FAS 157. among otber things, requires the company to maximize the use ofobservable inputs and minimize the use of unobservable inputs when measuh% fair 
value, and specifies B hierarchy of valuation techniques based on whether the inputs to those whation techniques are observable or unobservable. Observable inputs 
reflect market data obtained from independent sources. while unobservable inputs reflect the company's market assumptions. FAS 157 defines the following fair value 
hierarchy, based on these hvo types of inputs: 

Level ]-Quoted prices for identical instruments in active markets 

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

Level 3-Male1 derived valuations in which one UT more significant inputs or significant value drivers are unobsnvable 
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The effective date is for fiscal yean beginning afler No”. 15.2007. In November of2007, the FASB granted a one year deferral for non-financial assets and 
liabilities As a result, the company adopted FAS IS7 effective Jan. I ,  2008 for financial assets and liabilities. Financial assets and liabilities of the company measured 
at fair value include derivatives and certain investments, forwhich ?Air values are primarily based on observable inputs. 

During 2008, the company will continue to evaluate FAS 157 for the remaining non-financial assets and liabilities to be included effective Jan. I, 2009. The 
company dms not believe the impact ofadaption for the remaining ”on-financial assets and liabilities will be material to its results of operations. statement of position 
or cash flows. 

3. Regulatory 

As discussed in Note 1, Tampa Electric’s and PGS’s retail businesses are regulated by the FPSC. Tampa Electric is subject to regulation by the Federal Energy 
Regulatory Cammission (“FERC) undei the Public Utility Holding Company Act of 2005 (“PUHCA ZOOS”), which replaced the Public Utility Holding Company Act 
of I935 which was repealed. However, pursuant to a waiver granted in accordance with FERC’s regulations, TECO Energy is nut subject to certain of the accounting, 
record-keeping. and reporting requirements prescribed by FERC’s regulations under PUHCA 200s 

Base R n t e s T a m p s  Electric 

Tampa Electric’s rates and allowed retum on equity (ROE) range of 10.75% Io 12.75% with a midpoint of I I .75% are in effect until such time as changes are 
occasioned by an agreement approved by the FPSC or other FPSC actions resulting from rate or other proceedings initiated by Tampa Electric, FPSC staff or other 
interested parties. Tampa Electric’s base rates were last set in a 1992 proceeding. 

Cost Recovery-Tamps Electric 

In September 2007, Tampa Electric filed with the FPSC for approval offuel and purchased power, capacity, environmental and consewation cost recovery rates 
for the period January 2008 through December 2008. In November 2007, the FPSC approved Tampa Electric’s requested changes. The rates include the ihnpacts of 
natural gas and coal prices expected in 2008. the refund orthe overestimated 2007 fuel and purchased power expenses, the collection ofpreviously unrecovered 2006 
fuel and purchased power expenses, the proceeds from the actual and projected sale of excess sulfur dioxide (SO, ) emissions allowances in 2007 and 2008 and the 
operating cost for and a rerum on the capital invesled on the selective catalytic reduction (SCR) projects to enter Service on Big Bend Units 3 and 4 as well as the 
operating and maintenance (O&M) costs associated with the Big Bend Units 1 and 2 pre-SCR projects, which are required by the Environmental Protection Agency 
(EPA) Consent Decree and Florida Department of Environmenlal Protection (FDEP) Consent Final Judgment. In addition, the rates reflect the FPSC’s September 20114 
decision to reduce the annual cost recovery amount for water transportation services for coal and petroleum coke provided under Tampa Electric’s contract with TECO 
Transport described below. As pan c f the  regulatory process, it is reasonably likely that third parties may intervene on Similar matters in the future. The company i s  
undble to predict the timing, nahlre or impact of such future actions. 

Base R a t e s P G S  

PCS‘ rates and allowed ROE range of 10.25% to 12.25% with a midpoint of I1.25% are in effect until such time as changes are occasioned by an agreement 
approved by the FPSC or other FPSC actions resulting From ?ate or orher proceedings initiated by PCS, FPSC Staffor other interested parties. PGS’ cunenl base rates 
have been in effect since 2003. 
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Cost Recovery-PGS 

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

SO, Emission Allowmces 

The Clean Air Act Amendments of 1990 established SO:  allowance^ to manage the achievement of SO, emissions requirements. The legislation also established 
a market-based SO; allowan~e trading component. 

An allowance authorizes a utility to emit one ton of SO, during a given year The EPA allocates allowances to utilities based on mandated emissions reductions. 
At the end ofeach year, a utility must hold an amount of allowances at least equal to its annual emissions. Allowances are fully marketable and, once allocated, may be 
bought, sold, traded or banked for use currently or in future yean. In addition, the EPA withholds a sinall percentage of the annusl SO,  allowance^ i t  allocates to 
utilities for auction sales. Any resulting auction proceeds are then fowarded tu the respective utilities. Allowances may not be used fnr compliance prior to the calendar 
year for which they are allocated. T m p a  Electric accounts for these using an inventory model with a zero basis for those allawance~ allocated Io the company. Tampa 
Electric recognizes a gain at the time of sale, approximately 95% of which B C C N ~ S  to retail customers through the environmental cost recovery clause. 

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

Far the year ended Dec. 31,2001, Tampa Electric sold approximately 168,OW allowances, resulting in proceeds of $91.1 million, the majority ofwhich is 
included as a cost recovery clause regulatory liability. In the years ended Dec. 3 I, 2006 and 2005, approximately 44,500 and 100,000 allowances were sold for $45.0 
million and $79.1 million in proceeds, respectively. 

Other Items 

S l u m  Domap Cavl Recovery 

Tampa Electric ~ C C N ~ S  $4 million annually to fund a FERC-authofired, self-insured Stom damage rcsc~yc. This reserve was created after Florida’s invemf. 
owned utilities (IOUs) were unable to obtain transmission and distribution insurance coverage due lo desrmctive acts ofnature. 

The FPSC approved Tampa Electric to reclassify approximately $39 million of 2004 hurricane restoration costs as plant in Service (rate base). With this 
adjustment md the normal $4 million annual storm ~ C C N ~ ,  Tampa Electric’s slonn reserve was $20.0 and $1 6.0 million as of D e .  31,2007 and 2006, respectively 

Coal Transporloi;on Cunrrocl 

In September 2004, the WSC voted to disallow a portion of the costs that Tampa Electric can recover from its customen for water transportation services under 
B five year transpoltation agreement ending Dec. 31,2008. The amounts disallowed, and excluded from the reecovely under the fuel adjustment clause, were $15.1 
millian,$15.3 millionand$14.1 million fortheyearsendedDec. 31,2007.2006and2005,respectively. 
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Regulatory Assets and Liabilities 

Tampa Electric and PGS maintain their accounts in accordance with recognized policies ofthe FPSC. In addition, Tampa Electric maintains its B C C D U ~ ~ S  in 

Tampa Electric and PGS apply the accounting treatment permitted by PAS 71. Areas ofapplicability include: deferral of revenues and expenses under approved 

accordance with recognizd policies prescribed or permitted by the Federal Energy Regulatory Commission (FERC). 

regulatory agreements; revenue recognition resulting from cost recovery clauses that provide for monthly billing charges to reflect increases or decreases in fuel, 
purchased power, conservation and environmental costs; and the deferral of costs as regulatory assets to the period that the regulatory agency recognizes them when 
cost recovery is ordered over a period longer than a fiscal year. Details of the regulatory assets and liabilities as of Dec. 31,2007 and 2006 are presented in the 
following table: 

Regulatory Assets nod Lisbiliuea 

~dIi&" 

Regulatory assets: 
Regulatory tan asser" 
Other: 

Cost recovery clauses 
Post-retirement benefit asset 
Deferred bond refinancing costs"' 

Envimnmental media t ion  
Competitive rate adjustment 
Other 

Total other reylatory assets 
Total regulatory assets 
Less: Current ponion 
Long-term regulatory assets 
Regulstory liabilities: 

Regulatory tax liability" 
Other: 

Deferred allowance auction credits 
Cost recovery cla"SeS 
Environmental remediation 
Transmission and delivery stom reserve 
Deferred gain on propmy ~ales'~l  

Accumulated reserve-cost of removal 
Other 

Total other regulatory liabilities 
Total regulatory liabilities 
Less: Current ponion 
Long-term regulatory liabilities 

Related to plant life and derivative positions. 
Amortized over the 1- of the related debt instmment. 
Amortized over a ?-year period with various ending dates, 

Dee. 31, 
2007 - 

$ 6?.5 

47.2 
97.5 
25.5 
11.4 
5.4 - 4.7 - 191.7 

254.2 
67.4 

$ 186.8 

$ 18.8 

- 
0.1 

18.9 
11.4 
20.3 
4.7 

543.5 
0.4 

618.1 
35.4 

$ 582.7 

- 599.3 

- 

Dee 31. 
2006 

$ 49.5 

239.2 
148.9 
26.7 
12.3 
5.5 
4.9 

437.5 
487.0 
255.7 

$ 231.3 
3_ 

$ 20.6 

0.8 
28.9 
12.3 
1 6.3 
6.8 

516.1 

___ 581.4 

- 46.7 
$ 555.3 

- 0.2 

602.0 

3= 
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All regulatory assets are being recovered through the regulatory process. The following table further derails our regulatory assets and the related recovw 
periods: 

Regulatory assets 

(,"dlJOnsJ Der 31, 

Clsuse recoverable 
Eaming a rate of m u m  
Regulatory tax assets", 

Capital structure and other" 

TOtd 

ZW, 

S 52.6 

101.7 

62.5 

37.4 
S 254.2 
- - 

2006 - 
S 244.1 

152.6 

49.5 
40.2 

$ 487.0 
- 
= 

To be recovered through cost recoveq clauses approved by the FPSC on a dollar for dollar basis in the next year. The decrease beween years is principally due 
to the recovery of previously unrecovered fuel costs. 

Primarily reflects allowed working capital. which is included in rate base and earns an 8.2% rate of retum as permitted by the FPSC. 
"Regulatory tax assets" and "Capital structure and other" regulatory assen have B recoverable period longer than a fiscal year and are recognized over the period 
authorized by the regulatory agency. Also included are unamortized loan costs which are amortized over the l ife ofthe ~ l a t e d  debt instmments. See footnotes I 
and 2 in the prior table for additional information. 
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4. Income Tax Expense 

Income tax expense consists of the following components: 

Income Tax Expense (Benefit) 

fmIIIlon,J 

ZWl 
Continuing openitions 

Current payable 
Deferred 
Amortization of investment tax credits 
Income tax expense from continuing operations 

Deferred 
Income tax benefit from discontinued operations 

Discontinued operations 

Total income tax expense 
2006 
Continuing operations 

Current payable 
Deferred 
Amortization of investment tax credits 
Income tax expense from continuing operations 

Deferred 
Income tax expense (benefit) from discontinued opnations 

Discontinued operations 

Total income tax expense 
2005 
Continuing operations 

Current payable 
Deferred 
Amortization ofinvesment tan credits 
Income tan expense from continuing operations 

Deferred 
Income tax expense (benefit) from discontinued operations 

Discontinued operations 

Total income tan expense 

I jde,d 

$ 2.8 

(2.5) 

(14.3) 
(14.3) 

178.6 

178.9 

$ IM.6 

$ 1.0 
87.2 

85.6 
(2.h) 

8.5 

__ 

- 
8.5 

$ 94.1 
~ - 

$ 2.0 
63.7 

63.0 

35.3 
35.3 

$ 98.3 

3 

- 

I= 

Powit” 

$ 0.7 
- 
- 
0.7 

- 
- 

16 0.7 

16 2.8 
0.2 

3.0 
- 

- 
- 

5 3 0 

$ 7.5 
0.8 

8.3 
- 

- 
- 

s 8.3 

$ 14.1 $ 1 7 . 6  
20.5 199.1 
- 2) 
3 4 6  __ 2142 

16 5 4  16 9 2  
24.7 112 I 

301 __ 1187 

(8) - 0 4  

- A) 

$ 9.0 $ 18.5 
21.6 86 I 

30.6 ___ 101.9 
- -...g) 

(10.6) __ 24.7 
24.7 

16 20.0 $ 126.6 
- - -  

As discussed in Note I ,  TECO Energy uses the liability method lo determine defeired income ~ x e s .  Based primarily on the reversal ofdeferred income tax 
liabilities and %NE eamings ofthe company’s core utiliry operations, management has determined that the net deferred tax assets recorded at Dec. 3 I, 2007 will be 
realized in future pmkds. 
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- 
For the three yean presented, we experienced a number of events that have impacted the overall effective tan rate on continuing operations. These events 

included permanent reinvestment of foreign income under APB Opinion No. 23, Accnunringfor Tmes-Sprciol Amos (APB Z3), adjustment of deferred tax assets for 
the effect ofan enacted change in state tax r d t q  depletion, repatriation of foreign source income to Ihe Uniled States, and reduction of income lax expense under the 
new "tonnage tax" regime. The change in the 2007 effective tan rate is principally due to the taxation ofearnings as a result of the sale of TECO Transport in 
consolidated filing states with higher tax rates. the projected state tax rate at which various deferred items will reverse as a result of this sale, and lower depletion. see 
below for a discussion of discontinued operations in 2007. 

At Dec. 31, 2007, the portion ofcumulative undistributed earnings from our investmenis in EEGSA was approximately $87.8 million. With the exception ofthe 
earnings repatriated in 2005, these earnings have been, and are intended to be, indefinitely invested in foreign operatims. Therefore, no provision has been made for 
U S .  taxes or foreign withholding taxes that may be applicable upon actual or deemed repatriation. 

On Oct. 22,2004, the President of the United States signed the American lobs Creation Act of ZW4 (the Act). The Act creates B temporary incentive far U.S. 
corporations to repatriate accumulated income earned abroad by providing m 85% dividend received deduction for certain dividends from controlled foreign 
corporations. The company elected 10 apply Code Section 965 with respect to its 2005 dividends. For the twelve months ended Dec. 3 I, 2005, the company repatriated 
$38.9 million, resulting in $ I  .0 million ofaddilional tax expense net of foreign tax credits. The tax savings related to the rmatriation txovision ofthe Act are reflected 
in the "Other" category in the effective incomc tan nte. 

Code Section 248 ofthe Acl also introduced a new "tonnage tax" which allows corporations to e ls t  to exclude from gross income certain income from activities 
connected with the operation o f a  U.S. flag vessel in US. foreign trade and become subject to a tax imposed on the per-ton weight of the qualified vessel instead. The 
company electcd to apply Code Section 248 for qualified ve~sels in 2W6 and 2005. 'IXe tax savings related to the tonnage tax regime are reflected in the "Other" 
category in the effective income lax n t e  

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

In June 2006, the FASB issued FASB rnlerprelalion Number 48, Ac~crounting fo? Uncerrainfy in Income Taxa-n inrerpreralion qfFASB Stolemeal Nu. 109, 
Accoanting,for Income Toms (FIN 48). FM 48 addresses the determination ofwhether tax benefits claimed or expected to be claimed on a lax return should be 
recorded in the financial siatemenl~. Under FIN 48, the company may recognize the tax benefit from an uncertain a x  position only if i t  is more likely than not that the 
tan position will be sustained on examination by the taxing authorities, based on the technical merits of the position. The lax benefits recognized in the financial 
statements from such a position should be imsured  based on the largest benefit that has a greater than fifty percent likelihood ofbeing realized upon ullimate 
settlement. FM 48 also providm guidance on derecognition, elassificalion, interest and penalties on income tares. accounting in interim periods, and requires increased 
disclosures. 

The company adopted the provisions of FIN 48 effective Ian. I, 2007. As a ICSUII of the implementation of FIN 48, the company recognized a $0. I million 
decrease in the deferred tax liability for uncertain tax benefits with a corresponding increase IO the Ian. I, 2007 balance ofretained earnings. Subsequenl Io the 
implementation o f F M  48, the company recognized in the second quarter $14.3 million of lax benefits in discontinued operations as a result ofreaching favorable 
conclusions with taxing authorities. Additionally, during the fourth quarter of 2W7, the company recognized $1.9 million of  Current tan expense from an uncertain tax 
position that did not m e a  the "more likely than not" criteria. Lastly, the contpany has had on-going discussions with state tan authorities related to tax issues addressed 
prior IO the adoption of FIN 48. The principle remaining issues relate to how' a slate taxes the sale of various revenue components and how it treals the nature of the ~ h l e  
of various 
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pamership interests. There is a reasonable possibility that these issues may be resolved in the next twelve months. At this time, the Company does not have sufficient 
information to determine whether these issues will be resolved favorably. As a result. the Company has recorded B Full valuatian allowance as the most probable 
outcome. If these matters are positively settled, they would increase eamings in the period of settlement. If unfavorably resolved, they would have no impact on 
eamings, but they would result in a decrease in operating cash flows. The grass exposure on this issue as of Dec. 3 I ,  2007 is approximately $1 2.7 million. 

The following table provides a reconciliation ofunrecognized Tax Bcnefils at the beginning and end of2007: 

Unrecognized Tax Benefits 

(in !"ilt,O"X, 

Addition for tax wsitions ofthe current year 
Balance, Jan. 1,2007 $ 11.2 

Additions for tan provision ofprior yean 
Reductions for tax positions of prior yean for: 

Changes in judgement 
Settlements during the period 
Laps- ofapplicable statute oflimitation 

~ a i a n ~ e ,  D ~ C .  31,2007 

The company recognizes interest and penalties associated with uncenain tax positions in 'Operation other enpense--i)theZ' in the Consolidated Ststements o f  
Income. In 2007. the company recorded approxinwely $0.9 million of pre-tax charges for interest only. Additionally, the company has recognized approximately $2.0 
million and $1. I million of interest on the balance sheet as of Dec. 3 I ,  2007 and 2006, respectively. No  amount^ have been recorded for penalties. 

The company's U.S. subsidiaries join in the filing ofa U.S. federal consolidated income tax re". The lntemal Revenue Service (IUS) concluded its 
examination ofthe company's consolidated federal income tax Tetums for the 2WS and 2Wb tax yean during 2007. The U S  federal ~tahlte of limitations remains open 
for the year 2007 and onward. Year 2007 is currently under examination by the lRS under the Compliance Assurance Program, a program in which the company is a 
patticipant. The company does not expect the senlement ofcurrent IRS examinations to significantly change the total amount of unrecognized tax benefits for the 2007 
tax year. Foreign and U.S. state j u d i c t i o n s  have statutes o f  limitations generally ranging from 3 to 5 years from the filing ofan income tax m u m .  The state impact of 
any federal changes remains subject to examination by various states for a period of up to one year after formal notification to the states. Years still open to examination 
by taxing authorities in major state and foreign jurisdictions include 2002 and onward. 

5. Employee Postretirement Benefits 

In September 2006, the FASB issued SFAS Na.158, Employer k Accuunrig,/i,r Dejmd Benejir Pension ond Other Porrretiremmr Plans, an amendment q/ 
FASB Sratemmr,~ No. 87, 88, 106 and I32(R) (FAS 158). The company adopted FAS I 5 8  on Dec. 3 I, 2006. This standard requires the recognition in the statement 01- 
financial position the over-funded or under-funded status of a defined benefit postretirement plan, measured as the difference between the fair value ofplan assets and 
thc benefit obligation in the case ofa defined benefit plan, orthe accumulated postretirement benefit obligation in the case ofother postretirement benefit plans. As a 
result ofthis standard, the company reported as of Dec. 31,2006, a $1 25.8 million increase in benefit liabilities on the balance sheet and a $21.8 million accumulated 
other comprehensive loss, net of estimated tan benefits. In addition, as a re~ult of the application of FAS 71 lo the impacts ofFAS 158, Tenpa Electric Company 
recorded $91.9 million in both benefit liabilities and regulatory assets as ofDec. 3 I ,  2006. This standard did no1 affect the results ofoperations. 
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- 
Pension Benefits 

TECO Energy has a non-contributory defined benefit retirement plan that coven substantially a11 employees. Benefits are based on employees' age, years of 
Service and final average eamings. 

Amounts disclosed for pension benefits also include the unfunded obligations for the supplemental executive retirement plan. This is a nowqualified, now 
contributory defined benefit retirement plan available to certain members of senior management. 

TECO Energy reported other comprehensive income of $42.7 million in ZOO6 for adjustments to the minimum pension liability. The adjustments to other 
comprehensive income related to the minimum pension liability in 2006 are net of $35.1 million ofafier-tax charges that, for regulatory purposes prescribed by FAS 71, 
Were recorded as regulatory assets for Tampa Electric and PGS. TECO Energy had recorded other comprehensive IOSE~S of $7.2 million in 2005 related to adjustments 
to the minimum pension liability associated with the pension plans; there were no impacts ofFAS 71 in 2005 related to the additional #minimum pension liability 
adjustments (see Note 10 ). 

Other Postretirement Benefits 

TECO Energy and its subsidiaries currently provide cenain postretirement health c a l ~  and life insurdnce benefits for substantially all employees retiring after age 
50 meeting cenain service requirements. The company contribution toward health care coverage for most employees who retired after the age of55  between Jan. 1, 
1990 and lun. 30,200l is limited to a defined dollar benefit based on service. The company contribution toward pre-65 and post-65 health care coverage for most 
employees retiring on or after Jul. I ,  2001 is limited to a defined dollar benefit based on an age and service schedule. In 2008, the company expects to make a 
contribution ofabout $13.5 million to this program. Postretirement benefit levels are substantially unrelated to salaly. n e  company reserves the right to terminate or 
modify thc plans in whole or in part at any time. 

On D e .  8,2003, the Medicare Prescription Drug, Improvement and Modernization Act of 2003 (the MMA) wss signed into law. Beginning in 2006, the new 
law added prescription drug coverage to Medicare, with a 28% tax-free subsidy to encourage employers to retain their prescription drug programs for retirees. along 
with other key provisions. TECO Energy's cument retiree medical program for those eligible for Medicare (generally over age 65) includes coverage for prescnption 
drugs. The company has determined that prescription drug benefits available 10 certain Medicare-eligible participants under its defined-dollar-benefit Dostretirement 
health care plan a m  at least "actuarially equivalent" to the standard drug benefits that are offered undn Medicare Pan D 

On May 19,2004, the FASB issued FASB StaffPosition No. 106.2, AccuunlingundDinclururr Rryuiremenlr Reloledlo rhr Medicore Presc?'plionDrug, 
lmprovemenr and Mvdernr~olion Aci oJ'2003 (FSP 106-2). The guidance in FSP 106-2 requires (a) that the effects of the federal subsidy be considered an actuarial gain 
and recognized in the same manner as other actuarial gains and losses and @) certain disclosures for employers that sponsor postretirement health care plans that 
provide prescnption drug benefits. TECO Energy adapted FSP 106-2 retroactive for the second quarter of 2004. 

"he company received its fint subsidy payment under Part D in  2006 for the 2006 plan year. It has filed and is awaiting approval for its 2007 Part D subsidy 
application with the Centers for Mediccare and Medicaid Services (CMS). 
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- 
Obligations and Funded Status 

("iilU""S, 

Change In benefit obligation 
Net benetit obligation at prior measurement date'" 
Snvice cost 
interest cos1 
Plan participants' contributions 
Actuarial (gain) loss 
Plan amendments 
Curtailment 
Sgecial termination benetits 
Cross benetits paid 
Federal subsidy on benefits paid 
Net benefit obligation at measurement date" 

Change in plan assets 
Fair value of plan assets at prior measurement date" 
Actual re" on plan assets 
Employer contributions 
Plan participants' contributions 
Gross benefits paid 
Fair value of plan assets at measurement date" 

Funded status 
Fair value ofplan assets 
Benefit obligation 
Funded status at measurement date" 
Net contributions after measurement date 
Unrecognized net actuarial loss 
Unrecognized prior smiec  [benefit) cost 
Unrecognized net transition (asset) obligation 
Accrued liability at end of year 
Amounts Reeognbed in Balioce Sheet 

Accrued beneiit E O S ~  and other current liabilitis 
Deferred credits and other liabilities 
Accumulated other comprehensive loss (income) (pretax) 
Ne1 amount recognized at end of year 

Long-ten" regulatory aSSelS 

Pensioo Brnclin 
2W7 2006 

S 569.9 
16.0 
33.0 
- 

(2 I .9) 
0.3 

(6.1) 
0.6 

(34.6) 
nla 

$ 557.2 

$ 435.2 
56.6 
35.5 

(34.6) 
- 

$ 492.7 

$ 492.7 
557.2 

(64.5) 

36 

26.1 
81.9 
(3.2) - 

$ 40.3 

$ 57.2 
(4.5) 

(34.0) 
21.6 

$ 40.3 - 

$ 562.1 
15.8 
30.7 
- 
(4.5) 
- 
- 

- 
(34.2) 

n l a  

$ 569.9 

$ 434.7 
27.0 

7.7 

(34.2) 
- 

$ 435.2 

$ 435.2 
569.9 

- 
(134.7) 

30.8 
138.8 

(4.5) 
- 

$ 30.4 

$ 99.1 
(1.3) 

(103.3) 
35.9 

$ 30.4 - 

$ 202.8 
5.3 

12.2 
3.6 

(8.4) 
(3.8) 
(2.1) 

(14.8) 
0.9 

$ 195.7 

$ -  

- 

__ 
11.2 
3.6 

(14.8) 

1 6 -  

1 6 -  

- 
195.7 

(195.7) 
2.6 
5.9 

18.9 
11.7 

$ (156.6) 

16 40.3 
(13.6) 

(179.5) 

$ (156.6) 
(3.8) - 

$ 2062 
5 9  

1 1  3 
3.3 

(9.9) 
-. 
-. 
-~ 

(13 4) 
(0.6) 

$ 2028 

$ -  
- 
10.1 
3.3 

(13.4) 

$ -  

$ -  

- 
202.8 

(202.8) 
2.1 

15.6 
29.7 
16.5 

$ (138.9) 

16 49.8 
(12.8) 
(I 90.11) 

14.1 
16 (138.9) 

( I )  The measurement date was Sep. 30,2007 and 2006. In accordance with FAS 158, the company will move to a year-end measurement dale effective Dec. 3 I 
2008 under the 15-month transition approach. 

Amounls recognized in accumulaled other comprehensive income consist of 
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Pension ucnefin 
2007 2W6 

16 20.4 16 35.4 
I .2 0.5 

$ 2 1 . 6 1 6  35.9 
- - 

other Brnrnta 

16 (15.0) $ (5 .5 )  
- -  2007 2006 

8.6 15.12 
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The accumulated benefit obligation for a l l  defined benefit pension plans was $493.0 Inillion and $508.3 million at Sep. 30,2W7 and 2006, respectively. 

Information for pension plans with an accumulated benefit obligation in excess of plan assets: 

Accumulated benefit in excess of plan B S S ~ I S  

Jmit1;O"sJ 2007 zooti 
Projeeted benefit obligation, memremenf date $ 557.2 $ 569.9 
Accumulated benefit obligation. measurement date 

Fair Value ofplan Bssets, measnrm" date 492.1 435.2 

- -  
493.0 508.3 

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

fmilt;o"rJ 

Net periodic benefit eosi: 
Service cost 
Interest cost 
Expected retum on plan assets 
Amortilation of. 

Actuarial loss 
Prior sewice (benefit) cost 
Transition (assel) obligation 

C u m i h e n t  loss 
Settlement loss 

Net periodic benefit cost 

Penlion Llmeflrs 

2007 mti 2005 

$ 1 6 . 0 %  1 5 . 8 s  16.2 
33.0 30.7 32.1 

(36.3) (35.7) (37.2) 

9.1 8.8 4.3 
(0.5) (0.5) (0.5) 

(0.2) ~ - 
- - (0.4) 
~ I .4 

$ 20.9 $ 19.1 $ 16.7 

- - 

- Other Uenefln 

zoo7 2wti 2005 

$ 5.3 .% 6.0 % 6.5 
12.2 11.3 11.2 

~~ 0.5 
2.8 3.0 3.0 
2.5 2.7 2.7 
6.4 

- 

- ._ 
~ ~ ._ 

$ 29.2 $ 23.5 $ 23.4 - 
in addition to the costs shown above, $0.6 million of special termination benefit costs were recognized in 2007 related to pension benefits. 

Other Changes in Plan Assets and Benefit Obligations Recognized in Other Comprehensive Income"': 

io, thr 10 
Balnncc .f ended ilnp1ElnC"t Ll.1sner .I 

h;ll;o"r, Dcc. 31. ZOOS DCE. 31,200ti FAS 158 D ~ ~ . ~ I ,  zooti 
Additional minimum pension liability $ (51.5) $ 42.7 $ 8.8 $ - 
Unrecognized pension losses and prior sewice costs 
Unrecognized other benefit losses, prior service costs and fransitim 

Total accumulated other comprehensive income, net of taxes 
obligations 

- (22.0) (22.0) 

- - (8.6) (8.6) 
$ (51.5) $ 42.7 (21) 30.6) 

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

Reloled 10 addiliowl minimumpension liabiliry 
Unrecognized pension losses and prior scrvice costs 

Relatedlo the adoption OfFAS 158 
Unrecognized pension IOSS~S and prior service costs 
Unrecognized other benefit losses, prior service costs and transition obligations 

Total postretirement benefits included in regulated assets, pretax 
Told related to the adoption of FAS 158, prelan 

I26 

$ 57.0 

5 42.1 
49.8 
91.9 
- 
16 148.9 - 
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The estimated net loss and prior service net cost for the defined benefit pension plans that will be amonired from accumulated other comprehensive income into 
net periodic benefit cost over the next fiscal year are $0.9 million and $0. I million, respectively. The estimated prior sewice cost and transition obligation for the other 
postretirement benefit plans that will be amortized from accumulated other comprehensive income into net periodic benefit cost over the next fiscal year is $0.5 million 
and 50.5 million, respectively. 

In addition, the estimated net loss and prior service cost for the defined benefit pension plans that will be amonized from regulatory assets into net penodic 
benefit cost over the next fiscal year totals $1.5 million. The estimated prior service cost and transition obligation for the other posrretirement benefit plan that will be 
amortized from regulatq asset into net periodic benefit cost over the next fiscal year totals $3.2 million. 

Additional Information 

pemi.. Benefit8 Other BeneSLa 
~"t l l im,  1007 2w6 2007 2006 
Increase in minimum liability included in Mher comprehensive income, net of tax 16 - S 42.7 $ - ~- 6 

Weighted-average assumptions used to determine benetit obligations a t  Sep. 30, the measurement date for the pension and other postretirement benefit plans 

Discount rate 
Rate of compensation increase 

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

Prnaion Benefits Other Benefit8 
2006 - 2007 - 2006 - 2007 

6.20% 5.85% 6.20% 5.85% 
- 
4.25% 4.00% 4.25% 4.00% 

Discount rate 
Expected long-term retum on plan assets 
Rate of compensation increase 

Penlion Benufita Other Bcnrfirs 
2005 - 2006 - 2007 - 2ws - 1006 - 2007 

5.85% 5.50% 6.00% 5.85% 5.50% 600% 
- 
8.25% 8.50% 8.75% "la "la nla 
4.00% 3.75% 4.25% 4.00% 3.75% 4.25% 

The expected remm on assets assumption was based on expectations of long-term inflation, real growth in the economy, fined income spreads. and equity 
premiums consislent with our portfolio, with provision for active management and expenses paid. The compensation increase assumption was based on the Same 
underlying expectation of long-term inflation together with assumptions regarding real growth in wages and company-specific merit and promotion increases. The 
discount rate rssumption MS based on a cash flow matching technique developed by our outside actuaries and a review ofcurrent economic conditions. This technique 
matches the yields from high-quality (Aa-graded, non-callable) corporate bonds to the company's projected cash flaws for the pension plan Io develop a present value 
that is convened to a discount rate 

HePlthcrre cost trend rate 
Initial mte 
Ultimate m e  
Year rate reaches ultimate 
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100s __ 2006 - 2007 

9.25% 9 50% 9.50% 
5.25% 5.00% 5.00% 
2015 2014 2013 

- 

139 



Assumed health care cost trend rates have a significant effecl on the aniounts reponed for the health care plans. A one-percentage-point change in assumed 
health care cost trend rates would have the following effects: 

1 %  Inrrcs~r 1% Dlrrcsar 

$ 1 .a $ (0.7) 
0 6.8 $ (5.6) 

(mill iO"*) 

Effect on total m i c e  and interest cost 
Effect on postretirement benefit obligation 

Asset Allocation 

Pension plan assets (plan assets) are invested in a mix ofequity and tined income securities. The company's investment objective is to obtain above-average 
returns while minimizing volatility of expected returns over the long term. The target quitieslfixed income mix is desiped to meet investment objectives. The 
company's slrategy is to hire proven managers and allocate assets to retlecl a mix of investment styles, emphasize preservation ofprincipal to minimize the impact of 
declining markets, and stay fully invested except for cash to meel benefit payment obligations and plan expenses. 

Pcniion Plan Arsctn Arrunl Allocation, End of  Year 
T.mCt 

Asset Category 
Equity Securities 
Fixed income securities 

Total 

~ 

2007 - Allor~flun 

55.65% 64% 
36% 3545% 

100% 
- - 

2006 - 
66% 
34% - - 100% - 

Other Postretirement Benefit Plan Assets 

Th~here are no assets associated with TECO Energy's postretirement benetit plan 

Contributions 

On Aug. 17,2006, the President signed the Pension Protcclion Act of2006 which generally introduces new minimum funding requirements beginning Jan. I ,  
2008. The company's policy is to fund the plan st 01 above amounts determined by the company's actuaries to meet ERISA guidelines for <minimum annual 
contributions and minimize PBGC premiums paid by the plan. The company contributed $30.0 million to the plan in 2007, which included a 525.8 million conhibution 
in addition to the $4.2 inillion minimum conmbution required. TECO Energy cnpects to make a $9.0 million contribution in 2008 and average annual contributions of 
$11 inillion in2009-2012. 

The supplemental executive retirement plan is funded annually to meet the benefit obligations. In 2007, the company made B contribution of $I .3 inillion to this 
plan. In 2008, the company expects to make a contribution of about 5 4 5  million to this plan. 

The following benefit payments, which reflect expected fu"e service, as apprapriate, are expected to be paid: 

other ~ ~ ~ t ~ ~ t i ~ c m ~ n r  Bcnunta 

Pendun Expcfrd *Edem1 
BWCfitl Gras Svblldy 

Expected bmefil payments (millions): 
200x 
2009 
2010 
201 1 
2012 
201 3-20 I7 

$ 65.4 $ 14.h $ (1.1) 
44.3 15.8 (1.2) 
45.7 
47.0 

16.8 
17.7 

48.0 18.2 
258.5 93. I 

. .  
(1.4) 

(1.7) 
(1.5) 

(11.1) 

128 

140 



Defined Contribution Plan 

The company has a defined contribution savings plan covering substantially all employees of TECO Eoergy and its subsidiaries (the Employen) that enables 
participants to save a portion of their compensation up to the limits allowed by IRS guidelines. me company and its subsidiaries match up to 6% ofthe participant's 
payroll savings deductions. Effective July 2004, employer matching contributions were 30% of eligible participant contributions with additional incentive match of up 
to 70% of eligible participant contributions based on the achievement olcertain operating company financial goals. In April 2007, the employer matching contributions 
were changed to 50% ofeligible participant contributions, with an additional incentive match ofup  to 50%. For the yean ended Dee. 3 I, 2007,2006 and 2005, the 
company and its subsidiaries recognized expense totaling $8.6 million, $9.0 million and $10.2 million. respectively, related 10 the matching contributions made to this 
plan. 

6. Short-Term Debt 

At Dec. 3 I ,  2007 and 2W6, the following credit facilities and related borrowings existed: 

Credit Facilities 

. ,  
5-year facility 16 325.0 $ - 1 6  - $ 325.0 $ 13.0 $ .- 
I-year accounts receivable facility 150.0 25.0 150.0 35.0 .- - 

TECO EnerpylTECO Finance: 
5-year facility 

Total 
9.5 

5 675.0 16 48.0 $ 9.5 
200.0 - 9.5 - 200.0 - - 

(I) Borrowings outstanding are reported as notes payable 

These credit facilities require commitment fees ranging from 9.0 IO 17.5 basis points. The weighted average interest rate on outstanding n o t a  payable at Dec. :I I, 
2007 and 200h was 4.7h% and 5.45%, respectively. 

TECO EnemvTECO Fitk" Cred;, Fociliiy 

On May 9,2007, TECO Energy amended its $200 million bank credit facility, entering into a Second Amended and Restated Credit Agreement. The amendment 
(i) extended the matunty date ofthe credit facility from Oct. 1 I ,  2010 IO May 9,2012 (subject to further extension with the consent of each lender); (ii) removed the 
stwk of T K O  Transport Corporation as secunly for the facility; WiiJ made TECO Energy the Guarantor and its wholly-awed subsidialy, TECO Finance, Inc. (TECO 
Finance), the Bonower; (iv) allowed TECO Finance to borrow funds at an interest rate equal to the federal funds rate, as defined in the agreement. plus a margin, as 
well as a rate equal to either the London interbank deposit rate plus a #margin or JPMorgan Chase Bank's prime rate (or the fdederal funds rate plus 50 basis points, if 
higher) plus a margin; (v) allowed TECO Finance to request the lenden lo increase their commitments under the credit facility by up to $50 million in the aggregate; 
(viJ included a $200 million letter oleredit facility (compared to 51W million under the previous agrement), (vii) reduced the commitment iw and bmowing 
margins; and (viii) made other technical changes. 

The facility requires that at the end of each quarter the ratio of debt to earnings before interest, taxes, depreciation and amortization (EBITDA), as defined in the 
agreement, not exceed 5.00 times from Apr. I, 2007 through Dec. 31,2009 and 4.50 times from and after Jan. I, 2010, and TECO Energy's EBITDA to interest 
coverage ratio, as defined in the agreement, lo be not less than 2.60 times. As of Dec. 31,2007, the company was in compliance with both requirements. The facility 
places certain limitations on the ability to sell core assets and limits the ability of TECO Energy and certain of its subsidiaries. excluding Tampa Electnc Company, to 
isme 
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additional indebtedness in excess of a calculated level (initially 5300 million), unless the indebtedness refinances cumntly outstanding indebtedness or meets certain 
other conditions. The facility also provides that, in the event the aggregate quarterly dividend payments on TECO Energy common stock were to equal or exceed a 
calculated amount (initially $50 million), subject to increase in the event TECO Energy issues additional shares of coininon stock, TECO Energy would not be able to 
declare or pay cash dividends on the common stock or make certain other distributions unle~s i t  had previously delivered liquidity projections satisfactory to the 
administrative agent under the credit facility deinanstraring that TECO Energy will have suficient a s h  to pay such dividends and distributions and the three succeeding 
quarterly dividends. The limitations described above on the ability 10 sell core B S S ~ ~ S ,  issue additional indebtedness and pay cash dividends will be released if TECO 
Energy achieves investment grade ratings and sLable outlooks from both Moody’s and Standard & Poor’s. 

Tampa Elecrric Company Credil FmiliQ 

On May 9,2007, Tampa Electric Company amended its $325 million bank credit facility, entering into a Second Amended and Reslated Credit Agreanent. The 
amendment (i) extended the maturity date ofthe credit facility from Oct. 1 I ,  201 0 lo May 9.201 2 (subject to further extension with the consent of each lender): 
(ii) continued to allow Tampa Electric Company to b o m w  funds at an interest rate equal to the federal funds rate, as defined in the agreement, plus a margin, as well as 
a rate equal IO either the London interbank deposit rate plus a margin or Citibank’s prime rate (or the federal funds m e  plus 50 basis points, ifhigher) plus a margin; 
(iii) allowed Tampa Electric Company to request the lenders to increase their coinmitments under the credit facility by up to $ 1  75 million in the aggregate (compared IO 

$50 million under the previous agreement); (iv) continued to include a $50 million letter ofcredit facility; (v) reduced the commitment fees and borrowing margins; and 
(vi) made other technical changes. The facility requires that at the end of each quancr the ratio ofdeht to capital, as defined in the agreement, not exceed 65%. As o f  
Dec. 3 I, 2007, Tampa Electric Company was in compliance with this requirement. 

Tamp0 Eleclrir. Company A C ~ U ~ I A  Receivoblr Fociliry 

On Jan. 6,2005, Tampa Electric Company and TEC Receivables Carp (TRC). a wholly-owned subsidiary ofTampa Electric Company, entered into a $I 50 
million accounts receivable collateralized borrowing facility. The assets of TRC are not intended to be generally available to the creditors of Tampa Electric Company. 
Under the Purchase and Contribution Agrement entered into in conned ia  with that facility, Tampa Electric Company sells and/or contributes to TRC all of its 
receivables for the sale of electricity or gas to its retail customers and related fights (the Receivables), with the exception ofcertain excluded receivables and related 
fights defined in the agreement. and assigns to TRC the deposit accounts into which the proceeds of such Receivables are paid. The Receivables are sold by Tampa 
Electric Company to TRC at a discount. Under the Loan and Servicing Agreement among Tampa Electric Company as Servicer, TRC as Bomwer, CeTtain lenders 
named therein and Citicorp North America, Inc. as Program Agent, TRC may borrow up to $1 50 inillion to fund its acquisition ofthe Receivabk under the Purchase 
.Agreement. TRC has secured such borrowings with a pledge of all ofi ts  ~ S S ~ I S  including the Receivables and deposit accounts assigned to it. Tampa Electric Company 
acts as Selvicer to service the collection ofthe Receivables. TRC pays program and liquidity fees based on Tampa Electric Company’s credit ratings. The receivables 
and the debt of TRC are included in the consolidated financial statements ofTECO Energy and Tampa Electric Company 

On Dec. 20,2007, Tampa Electric Company and TRC extended the matwiry of Tampa Electtic Company’s $150 million accounls receivable collateralized 
borrowing facility from Dec. 21,2007 to Dec. 19,2008. 

7. Long-Term Debt 

At Dec. 31, 2007. total long-term debt had a canying amount of $3.1 68.7 million and an estimated fair market v ~ l u e  of $3,270.1 million. At Dec. 31,2006, total 
long-term debt had a canying amount of $3,855.4 million and an estimated fair market value of $3,979.7 inillion. The estimated fair market value of long-term debt 
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was based on quoted market prices for the same or similar issues, on the cumnt rates offered for debt ofthe same remaining maturities, or for long-term debt issues 
with variable rates that approximate market rates, at canying amounts. 

A substantial pan of the tangible assets ofTampa Electric are pledged as collateral to secure its first mortgage bonds. There are currently no bonds outstanding 
under Tampa Electric's first motigage bond indenture. 

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

Long-Term Debt Maturities 

TO,',/ 

p:l!4""h, 2008 2009 2010 2011 ___ l o l l  ThneDfm debt 
D e r  31, 2007 L""g-,e,m 

TECO Energy $ -  1 6 -  
T K O  Finance - 

$ 102.8 16 191.7 $1M).2 $ 8.8 $ 403.5 
- 171.8 2362 491.2 899.2 ~ 

Tampa Electric 
Peoples Gas 
TECO Guatemala 
Total long-rem, debt maturities 

- - - 540.0 1,123.9 1,663.9 
5.7 5.5 3 7  3.4 113.4 600 191 7 
- 

1.4 1.4 I .4 1.5 - I .5 3.2 10.4 
$ 7.1 16 6.9 16 107.9 - $ 1,687.1 $ 3,168.7 - 

Debt Securities 

TECO Ev'nerg)iDrhr Tender and Exchonze Offen 

In December 2007, TECO Energy completed debt tender and exchange offers (Offers) which resulted in the redemplion of$297.2 million principal amount of 
TECO Energy notes for cash and the exchange of $899.3 million principal amount ofTECO Energy notes for TECO Finance notes. TECO Finance is a wholly o w e d  
subsidiary ofTECO Energy whose business activities consist solely ofproviding funds to TECO Energy for its diversified activities. The TECO Finance notes are fully 
and uncanditionally guaranteed by TECO Energy. 

The Offen resulted in: 

The purchase for cash and retirement of $297.2 million principal amount ofTECO Energy 7.5% notes due 201 0. 

The exchange of $236.4 million principal amount of TECO Energy 7.20% notes due 201 I and $63.6 million principal amount of TECO Energy 7.00% 
notes due 2012 together fur $300 inillion principal xmount orTECO Finance 6.572% notes due 2017 with substantially similar terms as the exchanged 
TECO Energy notes. 

The exchange of $I 71.8 million principal amount ofTECO Energy 7.20% notes due 201 I for a like principal amount of TECO Finance 7.20% notes 
due201 I. 

The exchange of $236.2 million principal amount o f  TECO Energy 7.00% notes due 201 2 for a like principal amount of TECO Finance 7.00% notes 
due2012. 

The exchange of 161 91.2 million principal amount of TECO Energy 6.75% notes due 201 5 for a like principal amount of TECO Finance 6.75% notes 
due 2015. 

In connection with these debt tender and exchange transactions, $32.9 million ofpremiums and fees were expensed, and are included in "Loss on debt 
enchangelentinguishn,~"t" on the Consolidated Statement of Income and as part of the "Cash Flows from Opw~ting Activities" in the Consolidated Statement of Cash 
Flows for the year ended Dec. 3 I ,  2007. As discussed in Note 1, $21 .2 million offees paid lo the holders of the exchanged 

131 

143 



notes were capitalized, and included in "Deferred charges and other assets" on the Consolidated Balance Sheet as of Dec. 31,2W7 and as part of the "Cash Flows from 
Financing Activities" in the Consolidated Stalement ofcash  Flows for the year then ended. lllhese capitalized costs will be amortized and included in "interest expense" 
On the Consolidated Statement of Income over the remaining lives ofthe related debt. 

The TECO Finance notes due 201 I, 2012 and 201 5 have the same inlerest rate, interest paymenl dates, maturity and covenants as the corrsponding series of 
TECO Energy notes. 

TECO Energy may redeem some or all ofeach series ofthe T K O  Finance nom at a price equal to the greater of (i) 100% of the principal amwni of the 
applicable TECO Finance notes to be redeemed, plus accrued and unpaid interest, UT (ii) the net presenl value of the remaining payments of principal and interest on the 
applicable TECO Finance notes, discounted at the applicable Treasuly Kale (as defined in the applicable supplemental indenture), plus 50 basis points for the TECO 
Finance 6.572% notes due 201 7 and the TECO Finance 6.75% notes due 2015 and 25 basis points for the TECO Finance 7.20% notes due 201 I and the TECO Finance 
7.00% notes due 201 2. In each case, the redemption price would include accrued and unpaid interest Io the redemption date. 

Pursuant lo a negative pledge contained in the second supplemental indenture goveming the TECO Finance 6.75% notes due 2015, ifTECO Energy incurs, 
issues, ass~rnes or guaranlees any debl that is secured by a mortgage, pledge or other lien on (i) certain property having a net book value in excess of2% of 
consolidated net assets (as defined in the supplemental indenture), or (ii) capital stock or debl ofany direct subsidialy of TECO Energy, TECO Energy will, subject to 
certain exceptions set fanh therein, secure the TECO Finance 6.75% notes due 201 5 equally and ratably with such debt. 

Rrriremenl offsIl0.6 million Ploqurmmes P w l ,  Harbor, ond Te,minal Dis1,"iO (Luvisiono) Mo~ine Terminal Fucilirie.~ Revenue Refinding Bonds due Sep, I ,  2007 

On Sep. I, 2007, pursuant to the term$ ofthe indenture goveming $I 10.6 million of Plaquemines Port, Harbor, and Terminal District (Louisiana) Marine 
Terminal Facilities Revenue Refunding Bonds, Series 1985 A, B, C and D, $ 1  10.6 million principal amount ofbonds were retired at maturity. 

Reliremenl of dlS0 million Tampa Elech-ic Company 5.37% n01e.s due Aug. I S ,  2007 

On Aug. 15, 2W7. pursuant lo the terms of the indenture. $150 million principal unount af5.375% Notes due Aug. 15,2007 were retired at maturity 

I~ruancr qf Hillsbumrr~h Couny Indusrriol Developmen1 Authoriry Pollulion Control Revenue Refunding Bonds (Tompa Electric Company Project), Series 2007 and 
Redempion qfSeries I990 Bonds, Series IYYZ Bonds andSwirs I993 Bonds 

On Jul. 25.2007, the Hillsborough County I n d u s t d  Development Authority (HCIDA) issued $125.8 inillion of HCIDA Pollution Control Revenue Refunding 
Bonds (Tampa Eleclric Company prqiect), Series 2007 (the Series 2007 Bonds) for the benefit of Tampa Electric Company, consisting of (a) $54.2 million Series 
2007A Bonds due May I S ,  201 8, (b) $51 .6 million of Series 2007B Bonds due Sep. I ,  2025, and (c) $20 million of Series 2007C Bonds due No". I, 2020. Tampa 
Electric Company is responsible far paymen1 ofthe interest and principal associated with the Series2007 Bonds. The proceeds of this issuance, togelher with available 
cash, were used to call and retire on Aug. I, 2007, at a redemption price equal to 100% ofpar plus accumulated but unpaid distributions to that date, (a) $54.2 million of 
the existing HCIDA Pollulim Control Revenue Refunding Bonds (Tampa Electric Company Cannon Coal Conversion Project), Series 1992 (the Sa ies  1992 Bonds), 
which had a malurity date of May I S ,  201 R, (b) $51.605 million ofthe exisling HCIDA Pollution Control Revenue Refunding Bonds (Tampa Electric Company 
Pro;ect), Series I990 (thc Series 1990 Bonds), which had a maturity date of Sep. I, 2025, and (c) 620 million of the existing HCIDA Pollution Control Revenue Bonds 
(Tampa 

132 

144 



Electric Company Project), Series I993 (the Series 1993 Bonds), which had a maturity date of No". I, 2020. Costs of the issuance were paid from available funds of 
Tampa Electric Company. Tampa Electric Company entered into a Loan and Trust Agreement with the HCIDA, as issuer, and The Bank ofNew York Trust Company, 
N.A., as trustee, in connection with the issuance of the Selies 2007 Bonds. 

The Series 2007 Bonds bear interest at an auction rate that will be reset pursuant to an auction procedure at the end of every auction period (initially set at 7 days 
for the Series 2007A Bonds and the Series 20078 Bonds and 35 days for the Series 2007C Bonds). In conneetion with the issuance ofthe Series 2007 Bonds, Tampa 
Electric Company a h  entered into an insurdnce agreement with Financial Guaranty hsurance Company (FGIC) (Insurance Agreement) pursuant to which FGIC issued 
a financial guaranty insurance policy (Policy). The Policy provides insurance for Tampa Electric Company's obligation for paynent on the Series 2007 Bonds and 
allowed the Series 2007 Bonds to be issued at a lower interest rate than without such insurance in place. The tenns of the Insurance Agreement will, among other 
things, limit Tampa Electric Company's ability to incur certain liens without ratably securing the Series 2007 Bonds, subject to a number ofexcqtioos. 

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

1.wsuonce qfTompa Electric Compony 6.18% Notes due 2037 

On May 15,2007, Tampa Electric Company issued $250 million aggregate principal amount of 6.1 5% Notes due May I S ,  2037. Thc offering resulted in net 
praceeds to Tampa Electric Company (after deducting underwriting discounts and commissions and estimated offering expenses) of approximately $24h.l million. Net 
proceeds were used to repay shan-term debt, repay inaturing long-term debt and for general corporate purposes. Tampa Electric Company may redeem all or any part of 
the 6.1 5% Notes st its option a1 any time and from time lo time at a redemption price equal to the greater of (i) 100% ofthe principal amount uf6.I5% Notes to be 
redeemed or (ii) the present value of the remaining payments of principal and interest on the 6.1 5% Notes to be redeemed, discounted at an applicable treasury rate (as 
defined in the applicable indenture). plus 25 basis paints; in either case, the redemption price would include accrued and unpaid interest to the cedemptian date. 

Ismonce ofPolk County Industrial DevrlupmmI Authnrity Solid Wane Disposal Focilzty Rewnue Re/irrdit?g Bonds (Tompo Electric Corpanj' Propzt). Series 2007 
and Redemprim qfPdh County I n d ~ s I ~ i ~ l D e v u l ~ ~ ~ m e o l  Aurhoriw Solid Waste Dirpial Fmility Revenue Bonds ( T a m p  Elrcrric Companj' Prujecl. Series 1993) 

On May 14. 2007, the Polk County Industrial Development Authority (PCIDA) issued $75 million ofPClDA Solid Waste Disposal Facility Revenue Refundiiig 
Bonds (Tampa Electric Company Project). Series 2W7 (the Polk Series 2007 Bands) for the benefit ofTampa Elecmc Company. Tampa Electric Catnpany is 
responsible for payment of the interest and principal associated with the Polk Series 2007 Bonds. The proceeds ofthis issuance, together with available cash, were used 
to call and retire on Jun. 29,2007, at a redemption price equal to 102% ofpar plus accumulated but unpaid interest 10 that dale, $75 million of the existing PClDA Solid 
Waste Disposal Facility Revenue Bonds (Tampa Electric Company Project), Series I993 (the Polk Series 1993 Bonds), which had B maturity date of Dec. I ,  2030. 
Costs of the issuance were paid from available funds of Tampa Electric Company. Tampa Electric Company entered into a Loan and Trust Agreement with the PCIDA, 
as issuer, and The Bank of New York Trust Company, N.A., as trustee, in connection with the issuance ofthe Polk Series 2007 Bonds. 

The Polk Series 2007 Bonds mature on Dec. I, 2030 and bear interest at an auction rate that will be reset pursuant to an auction procedure at the end of every 
auction period (initially set at 35 days). In connstion with 
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the issuance ofthe Polk Series 2007 Bonds, Tampa Electric Company also entered into an insurance agreement with FGlC (Insurance Agreement) pursuant to which 
FGlC issued a financial guaranty insurance policy (Policy). The Policy provides insurance for Tampa Electric Company's oblig,tion for payment on the Bmds and 
alloned the Bonds to be issued at a lower interest rate than without such insurance in place. The terms of the Insurance Agreement will, among other things, limit 
Tampa Electric Company's ability 10 incur cenain liens without ratably securing the Bonds. subject to a number ofexceptions. 

At the end of any auction period, Tampa Electric Company may redeem all or any pan of the Polk Series 2007 Bonds at its option at a redemption price equal to 
the sum of the a c c ~ e d  and unpaid intemt to the redemption date on the principal amount ofthe Polk Series 2007 Bonds to be redeemed, plus 100% of the principal 
amount ofthe Polk Series 2007 Bonds Io be redeemed. The Polk Series 2007 Bonds are also subject to special mandatory redemption in the event that interest payable 
on any Polk Series 2007 Bonds has become subject to federal incane tax in accordance with the b a n  and Trust Agreement. (See Note 25 for an update on the Polk 
Series 2007 Bonds as ofthe date ofrhis filing.) 

ReIiremolr of $300 million TECO Ewerby 6.125% mles due & b y  1.  2007 

On May I ,  2007, pursuant lo the terms of the indenture, $300 million principal amount of 6.1 25% Notes due May I, 2007 were retired at maturity 

TECO Copilol Trust 11 

On Jan. 16,2007, all 571.4 million outstanding subordinated notes were retired at mntunty pursuant Io their original t m s .  This caused the retirement of$57.5 
million INS[ preferred sffuritits of TECO Capital Tmst II, pursuant to their original tenns. 
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AI Dec. 3 I ,  2007 and 2006, TECO Energy had the following long-tenn debt outstanding: 

TECO Flnsnrr 

Tanpa E k I r i r  

Pnples G.5 system 

Floating Ri lE  7.23% for 2007 and 7.37% for 2006 (offoc~ivc race 7.4% for 2007)"""*' 
7.5Y. (cffccdvs rat0 Of 7.8%) 'I"'' 

7 2% ICffCCl,"C r a k  of 7.4%)" 
7.0%(me"i"cra,eof7.1%)"' 
6.75% (CTii.C,,"C .ale afh.9%)"": 

Junior subordinaid notes: 
5 93% (Capiul Truni 11) 

N o m  7.2% (CMCIIYE raw of7.4%)""" 
7.U%(CffBcLi"LralD Of7.1%),'~~' 
6.75% l ~ f l ~ c u v u  raic of 6.9'%) 
6.572% (rffectiur i a w  of7.3%) ""') 

InslallmenL ~ ~ n f n c t r  payable: 'I' 
5 I %  Rcfondinng bond, l ~ f f c c ~ ; ~ ~  .91c of 5 7%) 

4.4% Variable rat0 for 2007""" lcffcfoc~ius rate of4.60%1 and fixed mlc4.0% far2006 '" 

4.h%~Variablerntc fnr2007"""~~ffccurcraicof4.8IX)a~~d 6xcdrs1425% for 2006" 
5.5% Rohrnding bonds (OffecSve !ate af6.27"%] 

4.7% Varirblc raw for 2007"*"(cNcrl~uc raw o f 4  12%) and 6xsd rate 4.0% ibr 2006 I" 

5.3% Vanable rats far 2Wl'"" leffcctive raIF of 5.52%) and 6 x 4  rrk 5.85% far 2006 
4 6% Varisblc race for 2007'**"(effeilivc rate of 1.30%) and 3.89V0 fol 2006 

Notes: 5.375% 
6.875% i e ~ c u i e  mC oi6.98%jy 
6.375% (Cfectiue rate Of7.35%)", 
6 . 2 m  (effcmive raw 0i6.3%1"*" 
6.55% (rffCcUusrale of6.6%)"' 
6.15% l o f f c c l i w  ralc o f 6  6?%)'' 

Senior Notcr: "*I, 10.35% 
10.33% 
10.30% 
9.93% 
8.00X 

Nu=: 5.315% 
6.87S%(~ffCclivuralcof6 98%)" 
6.375% (~ffcciiverricof7.35%)"' 
6 15 '%isf fcc l i~~r . lcof628%)" '  

Nolu: ?.l1'% 
Dock Jnd Madbonds,  5.0% 

Due 2007 2006 --- 
2047 I - s 3w.a 

2010 In40 10n.0 
zein 2.8 3w.0 
20il  191.7 1,"" 0 ~~ 

2012 100.2 4w.0 
2015 8.8 200 o 

2007 71 4 
403.5 1,971.4 

- 
-- 

201 I 1 7 1 . 8 s  ~ 

201? 236.2 ~ 

2011 191.2 ~ 

2017 3w.0 
899.2 ~ 

- 
-__ 

2013 60.7 M.7 

2018 54.2 54.2 

2020 211 0 20.0 
2023 86.4 86.4 

2021 51.6 51.6 

m a  75.0 75.0 

2012 210.0 210.0 

2034 86.0 86.0 
2 w 1  ~ 125.0 

2012 330.0 330.G 
201 4-20 I 6 250.0 X U . "  

2036 250.0 250.0 

1,663.9 1,598.9 
2007 - 1.0 
2008 I C  2.0 

2008-201w 2.8 3.8 
2W8-2010 3.0 4.0 
2 ~ 0 8 ~ 2 0 1 2  14.9 170 

~~ 2037 190.0 -- 

2W7 - 25.0 

2012 70.0 70.0 
2012 40 0 4n.0 

.~ 2037 60.0 

191.7 162.8 -- 
2008~2014 I O . ~  11.7 

2w7 - __ 
(3.2) (3 41 
- I111.6 

3.165.5 3,852.0 
7. I 639.4 

S 3,158.4 - -- - 
mode 
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8. Preferred Stock 

Preferred stock of TECO Energy-$1 par 
10 million shares authorized, none omtanding. 
Preference stock (subordinated preferred stock) of Tamps Electric-no pat 
2.5 million shares authorized, none outstanding. 
Preferred stwk of T a m p  Electric--no pnr  
2.5 million shares authorized, none outstanding. 
Preferred stork of Tampa Eleetric-$100 par  
1.5 million shares authorized, none outstanding. 

9. Common Stock 

Stork-Based Compensation 

On Jan. I ,  2006, TECO Energy adopted FAS l23R. requiring the company to recognize expense related to the fair value of its stock-based compensation awards. 
Prior IO this, the company accounted for its share-based payments under APB 25 and related interpretations. The c0mp.q adopted FAS 123R using the modified- 
prospective lransition method. Under this transition method, compensation EOSI recognized beginning Jan. I, 2006 includes compensation cost for all share-based 
payments granted prior to, but not yet vested as o f  Dec. 31,2005 (based on the grant-date fair )market value estimated in accordance with the original provisions of FAS 
1231, and compensation cost for all share-based payments granted on or after Jan. I ,  2006 (based on the grant date fair market value estimated in accordance with the 
provisions of FAS l23R). Results for pcor periods have not been restated 

TECO Energy has two share-based compensation plans. the Equity Plan and the Director Equiry Plan (Plans), which are described below. The types of awards 
granted under these Plans include stock options, stock grants, time-vested restricted stock and perfannance-based restricted stock. Stock options have been granted with 
an exercise price seater  than or equal to the fair market value of the common stock on Ihe date of gram and have a 10-year contractual t em.  Stock options fur the 
Director Equity Plan vest immediately and stock options for the Equity Plan have graded vesting over a three-year period, with the first 33% becoming exercisable one 
year after the date of grant. Stock options were last awarded in 2006. Stock grants and time-vested restricted stock are valued at the fair market value on the date of 
grant, with expense recognized over the vesting period, which is nom~ally three years. Beginning in 2006. the coimpany granted time-vested restricted stock to directors 
that vests one-third each year. Perfonmnce-based resttiaed stock has been granted to offifers and employees, with shares potentially vesting after three years. The total 
awards for performance-baaed restricted stock vest based on the total return of T K O  Energy common stock compared to a peer group of utility stocks. The 2W5 arid 
2006 grants can vest between 0% to 200% of the original grant and the 2007 grant can vest between 0% to 150% ofthe original grant. Dividends are paid on all time- 
vested and perfonnance-based restricted stock awards. 

TECO Energy recognized total stock compensation expense for 2007 and 2006 o f $  I I .6 million prelan, or $7.1 million after-tax and $I I .5 million pretax, or 
167.1 million after-tax, respectively. Total stock compensation expense is reflected in “Operation otherenpense9ther”on the Consolidated Statements oflncome. Cash 
received from option exercises underall share-based payment arrangements was $9.2 million, $7.3 million and $1 1.5 million for the periods ended Dec. 3I,2007.21106 
and 2005 respectively. The aggregale intrinsic value of s o c k  options exercised was 163.6 million, $2.7 million and $5.5 million for the periods ended Dec. 3 I ,  2007, 
2006 and 2005, respectively. The total fair market value of awards vesting during 2007 was $3.6 million, which includes stock grants, time-vested restricted stock and 
performance-based restricted stock. As of Dec. 31,2007, there was $8.7 million of unrecognized compensation cost related to all “on-vested awards that is expected to 
be recognized over a weighted average period oftwo years. Prior to the adoption of FAS l23R. TECO Energy presented all tan benefits ofdeductions resulting fram the 
e;rer&e of stock options as operating cash flows in the Consolidated Condensed Statement of Cash Flows. Beginning on Jan. I, 2W6, the company changed its cash 
flow presentation in accordance with FAS 123R, which requires the cash flows resulting from ~ X C ~ S S  tax deductions on share-based payments to be classified as 
financing cash flows. 
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Previously under APB 25, the company recognized or disclosed expenses far retirement-eligible employees over the nominal vesting period. Beginning Jan. I ,  
2006 under FAS I23R, any new awards made to retirement-eligible employees are recognized immediately or over the period from the grant date to the date of 
retirement eligibility (non-substantive approach). The impact on net income for 2006 and 2005 ofapplying the nominal vesting period approach versus the non- 
substantive vesting period approach to awards granted prior to Jan. I .  2006, for retiremmt-eligible employees would not have been material. 

The fair market value of stock options is determined using the Black-Scholes valuation model, and the company uses the following methods to determine its 
underlying assumptions: expected volatilities are based on the historical volatilities; the expected term of options granted is based on the SmR Accounting Bulletin 
No. I07 (SAB 107) simplified method ofavcngingthe vesting tenn and the ""ginal contractual term; the risk-free interest rate isbased on the US. Treasury implied 
yield on zero-coupon issues (with a remaining term equal to the expected tenn ofthe option); and the expected dividend yield is based on the current annual dividend 
amount divided by the stock price on the date ofgrant. 

The fair market value of performance-based restricted stock awards is detennined using the Monte-Carlo valuation model. and the company uses the fallowing 
methods IO determine its underlying assumptions: expected volatilities are based on the historical volatilities; the expected t m  ofthe awards is based on the 
performance measurement petiod (which is generally three years); the "sk-fiee intmest rate is based on the U.S. Treasury implied yield on zero-coupon issues (with a 
remaining term equal to the expected term of the award); and the expected dividend yield is based on the current annual dividend amount divided by the stock price on 
the date of grant, with continuous compounding. 

The value of time-vested restricted stock and stock grams are based on the fair market value of TECO En" common stock at the time of grant. 

Stock-based compensation expense reduced the Company's results of operations as follows: 

Drr. 31, Dm.31, 
fmiUim& e x e n t p r  share ww"nJ ZM7 2806 
Income before income taxes $ 1 1 . 6  S 1 1 . 5  
Net income 
EPS-Basic: 
EPS-Diluted: 

$ 7.1 $ I1 
$ 0.03 S 0.03 
$ 0.03 S 0.03 

The following table illustrates the effect on net income and earnings per share as i f  the company had applied the fair-value recognition provisions of FAS 123 to 
all share-based payments, prior to the adoption of FAS 123R. As all share-based payments have been expensed in 2007 and 2006 in accordance with FAS 123R, no pro 
forma is required. 
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Pro Forms Stack-Based Compensation Expense 

(m;lI;om, a - ~ q l p e r  share " a n n l  
mor   hey ear m i e d  De<. 31, 

Net income f" continuing operations 
As reponed 
Add: Uneamed campensation expense" 

Less: Pro forma expense? 

Pro f m a  

As reponed 
Add: Uneamed compensation expense" 
Less:Pro Farmaexpense' 
Pro Forma 

Net income 

Net income from continuing operations-EPS, basic 
As repepo7led 
rm forma 

Net income from continuing operations-EPS, diluted 
AS reponed 
Pro. forma 

Net incomeEPS,  basic 
As reported 
Pro forma 

As reported 
Pro fmna 

Net incom-EPS, diluted 

2005 

$ 211.0 
3.4 

$ 274.5 
3.4 
6.8 

$ 271.1 __ 
16 1.02 
$ 1.01 

$ 1.00 
$ 0.99 

$ 1.33 
$ 1 . 3 1  

$ 1.31 
$ 1.29 

(I) 
(2) 

Uneamed compensation expense reflects the compensation expense of time-vested and performance-based restricted stock awards, atler-tan. 
Includes  omp pens at ion expense For stock options and perfomiance-based restricted stmk, determined wing a Fair-value based method, after-tax, plus 
compensation expense associated with time-vested restricted stock awards, determined based on Fair market value at the time of grant. after-tax. 

ASSUlllpttO". 

Assumptiaos applicable to stock optrons 
Risk-fme interest rate 
Expected lives (in yean) 
Expected stock volatility 
Dividend yield 

Risk-Free intemt rate 
Expected lives (it? years) 
Expected stock volatility 
Dividend yield 

Assumptions applicable 10 performance-based restricted stuck 

zoo6 - W Q 7  

- 4.92% 
6 - 

- n o n %  
- 4.66% 

4.53% 4.92% 
3 3 

16.71% 18.22% 
4.25?4 4.64?/0 

2005 - 
4.02% 

7 
34.12% 
4.66% 

3.74% 
3 

45.31% 
4.49% 

Equity Plans 

In April 2004, the company's shareholders approved the 2004 Equity Incentive Plan (2004 Plan). The 2004 Plan superseded the I996 Equity Incentive Plan 
(I 996 Plan). and no additional grants will be made under the 1996 Plan. Under the 2004 Plan, the Compensation Committee ofthe Board of Directors authonzed 
10 million shares of TECO Energy common stock that may be awarded as stack grants. stock oplions andlor stock 
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equivalents to off<-, key employees and ~onsultants of TECO Energy and its subsidiaries. The Compensation Committee has discretion to determine the terms and 
conditions of each award, which may be subject to conditions relating to continued employment, restrictions on nansfer or performance citeria. 

Under the 2004 Plan and the 1996 Plan (collectively referred to as the "Equity Plans"), I .  I million and 0.9 million stock options were granted to employees in 
2006 and 2005, respectively. with weighted average fair values of 163.26 and $3.93. (No stock options were granted in 2007.) In addition, 0.6 million, 0.5 million and 
0.4 million shares of resmcted stock were gianted in 2007,20% and 2005, respectively, with weighted average fair values of 51 8.14, $1 6.85 and $21.57, respectively. 
In 2006, 17,962 shares ofunrestricted common stock were granted with a weighted average Fairvalue of$17.54. A summaly afnon-vested shares ofrestricted stock 
and stock options for 2007 under the Equity Plans are shown as follows: 

Nonvested ReStricted Stoek and Stock Options-Equity Plans 

Nanvrstud RcstrlEfcd Stock "' NunveiLd Stock Optima"' 

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

571 18.14 - 
(1961 15.82 (1.3231 

- 
3.20 

A) 18.27 A i  3.31 

A 1182 $ 18.90 - 867 16 3.45 

(1) 
(2)  

The weighted average remaining contractual tenn of restricted stock is 2 years 
All "anvested stock options are expected to vest. 

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

Stock Options-Equity Plans 

Outstanding balance at Dec. 31,2006 
Granted 
Exercised 
Cancelled 
Outstanding balance at Dec. 31,2007"' 
Exercisable at Dec. 31,2007':' 
Available for future grant at Dec. 3 I ,  2007 

( I )  Optionpricesrangefrom%I1.09to$31.58. 
( 2 )  Option prices range from $1 1.09 io $16.30. 

- ~ 

(712) 12.56 
23.94 __ 

L 8 728 $ 20.77 5 16 11.8 
3,204 $ 13.77 7 $ i i . 0  
7.501 
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As of Dec. 3 I ,  2007, the Options outslanding under the Equity Plans are summatized below: 

Srwk O~titianr Outstmdin~ StoEk Options Exercimhlc 

Wrightcd Aug. Wtlghled Avg. 
RCmSi"i"8 RClnai"i"8 

Rmgr of Option Shercs Wrighted Arg. CO"tV%Ct".l optivn Sh%.cs W ~ l g h l d  Ari.  co"trs.lYd 
option Prir'T lthoussnds) option Prkc Life (thoumnds) ODtion Price Life 

$1 1.09-813.50 2.248 $ 12.71 6 Yean 2.248 $ 12.71 6 Years ~~ 

$16.21 -$18 .81  1,838 $ 16.29 x Yean 956 $ 16.24 8 Yean 
$21.25-1622.48 1,544 $ 21.36 2 Yean 0 
$23.55 - $25.97 67 $ 24.21 2 Yean 0 
$27.56 - $31.58 3,031 $ 29.10 3 Yean 0 

- - 
- ~ 

- - 
Totai 8,728 $ 20.17 5 Years 3,204 $ 13.77 7 Years 

Director Equity Plan 

In April 1997, the company's shareholders approved the I997 Director Equity Pian (1997 Plan), as an amendment and ~eslatemenl of Le 1991 Director Stock 
Option Plan (1991 Plan). The 1997 Plan superseded the 1991 Plan, and no additional grants will be made under the 1991 Plan. The purpose of the 1997 Plan is to attract 
and cecain highly qualitied non-employee directors of the company and to encourdge them to o m  shares of TECO E n e r ~  common stock. The 1997 Plan, administered 
by the Board of Directors, authorized 250,000 shares of TECO Enerby common stock to be awarded as stock grants, stock options andlor stock equivalents. 

Under the 1997 Plan, 25,000 shares ofrestricted stock were awarded in 2007, with a weighted average fair value of $1 8.35. Restricted stack transactions for the 
year ended Dec. 3 I ,  2007 under the I997 Plan are summafired as follows: 

Nowested Restricted Stwk-Director Equity Plans 

Nonvested balance at DK. 31,2006 
C~anted 
Vested 
Forfeited 
Nanvested balance at Dec. 31, 2007" 

( I )  The weighted average remaining contractual tenn is 2 yeam. 

42 $ 17.52 
p_ 
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Under the 1997 Plan, 35,000 stack options were granted in 2005 with a weighted average fair value of $3.95. In addition, 5,000 shares ofunrestricted connmon 
stock were gmnted in 2005, with a weighted average fair value of $16.21, No stock options were granted in 2007 or 2006. Stock option transactions during the year 
ended Dec. 31.2007 under the I997 Plan are su~nmwized as follows: 

S toekOpt ionsDiree tur  Equity Plans ' I '  

Outstanding balanceat Dec. 31,2006 
Granted 
Exercised 
Expired 
Outstanding balanceat Dec. 31,2007"' 

Exerciseable a1 Dec. 31,2007.' 
Available for future @ant at Dec. 3 I, 2007 

( 1 )  
(2) Optionprieesrangefroin$11.09to$31.58pershare. 
( 3 )  Optionpricesrangefrom S11.09to$16.21 pershare. 

Dividend Reinvestment Plan 

Stock options gmnted under the Director Equity Plans vest immediately. 

- - 
(15) 13.62 

(33) 25 24 - 
173 $ 20.82 4 6 0.2 

189 
68 $ 13.52 6 

In 1992. TECO Energy implemented a Dividend Reinvestment and Common Stack Purchase Plan. TECO Energy raised $3.9 million and $4.4 million of 
common equity from (his plan in 2007 and 2006, respectively. 

Common Stock 

On Jan. 18,2005, TECO Energy issued 6.85 million sham ofcommon StDck as pan of the final settlement for the remaining outstanding equity security units of 
TECO Capital Trust II. receiving appranimalely $1 80 million ofproceeds fram the settlement. 

Shareholder Rights Plan 

IO  accordance with the company's Shareholder Rights Plan, a Right IO purchase one additional share of the company's common stock a1 a price of$90 per share 
is attached lo each outstanding share ofthe company's common stock. 7he Rights expire in May 2009, subject to extension. The Rights will bewme exercisable IO 
business days after a person acquires 10% or more ofthe company's outstanding common stock or commenca a tender offer that would result in such person owning 
10% or inom of such stock. If any person acquires IO% or more of the outstanding common stock, the rights ofholders, other than the acquiring pman, become "ghts 
to buy shares of common stock of the company (or of the acquiring company if the company is involved in a merger or other business combination and is not the 
surviving coporation) having a market value of twice the exercise price ofeach Right. 

The company may redeem the Rights at a nominal price per Right until I0 business days after a person acquires I O %  or more ofthe outstanding common stack. 

141 

153 



Z'CI P 
5'8 
1'8 
F'Z 

(E'Z) P 

1.1 

i'f P 

9'92 P 
R'9Z 
(ZO) 
(5.0) 

(r 

$ 

0zz $ 
LEI 
ZPI 
T'P 



11. Earnings Per Share 

For the yean ended Dec. 31,2007,2006 and 2WS, stock options for 5.8 million shares, 7.0 million shares and 5.4 million shares, respectively, were excluded 
from the computation of diluted eamings per share due to their anti-dilutive effnt.  

Earnings per Share 

(mill;onr, excegtpcr .share umounrr) 
Pur rhryewsmdedDec. 31, 
Numerator 
Net income from continuing operations, basic 
Effect of contingent performance shares, net of tax 
Net income from continuing operations, diluted 
Discontinued o p t i o n s ,  net of tax 
Net income, diluted 

Denominator 
Average number of shares outstanding-basic 
Plus: heremental shares forunvested resmcted stack and assumed convmions: Stock options at end of 

Less: Trcasury shares which could be purchased 
Average number of shares outsmding-diluted 
Earnings per share from continuing operations 

Earnings per share from discontinued operations, net 

Earnings per Share 

pmiod, unvested unrestricted stock and contingent performance shares 

2007 

$ 398.9 
- 

398.9 
14.3 

$ 413.2 

209.1 

3.6 
(2.8) 

209.9 
Basic $ 1.91 
- 

Diluted $ 1.90 
Basic $ 0.07 
Diluted S 0.07 
Basic $ 1.98 
Diluted $ 1.97 

2006 

$ 244.4 

244.4 
1 9  

$ 2463 

- 

207 9 

3.3 
(2.5) 

208.7 
$ 1.18 
- 
$ 1.17 
$ 0.01 

$ 1.19 
$ 1.18 

$ 0.01 

- 

2005 

$ 211.0 
9) 

2lW.O 
63.5 

$ 272.5 
__ 

206.3 

5.4 

208.2 
$ 1.02 
$ 1.00 
$ 0.31 
$ 0.31 
$ 1.33 
$ 1.31 

-..@I 
_= 

_c 

12. Commitments and Contingencies 

Legal Contingencies 

Serrlemenr q/rhr Sewriries Clms Adion 

A number of securities class action lawwits (which were subsequently consolidated) were filed in 2W4 against the company and cenain cument and former 
officers by purchasers of TECO Energy securities (the Securities Class Action). On Jul. 12,2007, the U.S. District Coun entered a preliminary order approving the 
settlement ofthe Securities Class Action. On Oct. 18,2007, the U.S. District Court entered a final order approving the settlement. The matter is now closed. 

W~.YI  LB Lrrter of Credil Liriprion 

In February 2005, West LB sued TPS McAdams LLC (TPS MeAdams), an indirect wholly-owned subsidiary ofthe company. as a result of the a third pany 
default under the McAdams conslruction contmct in 2002. On Jul. 9,2007, the U.S. Bankruptcy Coun Judge ruled in favor ofTPS McAdams and granted its motion to 
dismiss West LB’s amended complaint that TPS McAdams presented for payment pursuant 10 a letter of credit fraudulently. West LB appealed the dismissal of its 
amended complaint and TPS McAdams filed a motion to recover its attorneys fees for defending the lawwit in the event West LB was unsuccessful in its appeal. TPS 
McAdams and West LB entered into a settlement agrement and the case has been dismissed with prejudice. The matter i s  now closed. 
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Grupo Arbilrolion 

On Aug. I I ,  2006, TPS lntemational Power, Inc. (TPSI) received a favorable N h g  from the Bogota Chamber of Commerce Arbitration Tribunal (the Tribunal) 
in the arbitration demand by a Colombian trade union regarding a 1996 transaction that was never consummated related to the potential purehase and financing of n 
power plant. The Tribunal found no liability on the pan ofTPSl and found that it  had nojurisdiction over TECO Energy or any of its subsidiaries. 

Following the Tribunal’s finding, the union filed a petition for annulment in the ardinaty courts on Aug. 31,2006. The union was ordered to file its detailed 
petition citing the record to subsrantiate its annulment claim on Oct. 12, 2006 but it failed to do so. 7he court-appointed Tribunal issued a confirmation that the matter 
was closed. In early December 2006, the Union filed two separate pracedural petitions asking [he Tribunal to set aside its detennination claiming that the union’s 
petition was barred due to the missed deadline, on the basis that the Tribunal’s “Notification ofthe Oet. 12 date” war technically deficient. On Mar. 20,2007, the Court 
found against the union on procedural grounds on its petition to revoke the Coun’s action vacating the petition for annulment. On Mar. 27,2007, the union filed a 
petition to review the Mar. 20,2007 ruling and TPSI has opposed that petition. In late September 2007, the Court ruled in the Company’s favor and denied the union’s 
petition. Subsequently, the union filed an ex t r amdinq  procedural tactic which was also denied by the Court. Under Colombian law, the matler is considered closed. 

Olher I~surr 

From t ime to time, TECO Energy and its subsidiaries are involved in various other legal, tax and regulatory proceedings before various courts, regulatory 
commissions and govemmental agencies in the ordinary course of its business. Where appropriate, accruals are made in accordance with FAS No. 5 ,  Accounringfor 
Cunringeniies , t o  provide for matters that are probable of resulting in an estimable, inaterial loss. While the outcome ofsuch proceedings is uncertain, management 
does not believe that their ultimatc resolution will have a material adverse effect on the company’s results of operations or financial condition. 

Suprrfund and Former Manufactured Gas Plant Sites 

Tampa Electric Company, through its Tampa Electric and Peoples Cas divisions, is a potentially responsible psny (PRP) for certain superfund sites and, t h r a s h  
its Peoples Gas division. for certain former manufactured gas plant sites. Wile thejoint and several liability associated with t h a e  sites presents the potential for 
significant response costs, as of Dec. 31 2007, Tampa Electric Company has estimated its ultimate financial liability to be approximately $ I I .5 million primarily at 
PGS, and this amount has been accrued in the company’s financial statements. The environmental retnediakion costs assaciiued with these sites, which arc expected to 
be paid over many years, are not expected to have a significant impact on cust~mer prices. 

The estimated amounts represent only the estimated portion of the cleanup C O S ~ S  attributable to Tarnpa Electric Company. The estimates to perfom the work are 
based on actual eSlimatw obtained from cottmctors, or Tampa ElCctric Company’s erpuience with similar work adjusted for site specific conditions and agreements 
with the rmpective govemmental agencies. The estimates are made in current dollars, are not discounted and do not assume any insurance recoveries. 

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

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

Long-Term Commitments 

TECO Energy has commitmenls under long-term leases, primarily far building space, office equipment and h e a y  equipment. 

Total rental expense for these leases, included in ‘Qeration othcr erpens&ther” on the Consolidated Slatements of income for the yeam ended Dec. 31, 
2007,ZM)h and 2005, was $29.8 million. $30.0 million and $28.3 million, respectively, including leases ofmarine equipment at TECO Transpon, which was sold on 
Dec. 4,2007. 

The following is a schedule o f  future minimum lease payments at Dec. 31,2007 for all leases with ”on-cancelable lease tenns in excess ofone year: 

Future Minimum Lease Payments of Leases” 

YeormdedDe. 31: .4noun< (NllinnaJ 

2009 11.7 
2008 $ 5.4 

2010 1 1 . 1  
201 1 11.0 
2012 11.1 
Thereafter 83.7 
Total minimum lease payments $ 134.0 

(I) This schedule includes the fixed capacity payments required under a capaciry and tolling agreement of Tampa Electric which commences Jan. I, 2009. In 
accordance with the provisions of EiTF 01-08, Detrmining Wherher on A r n q y ”  Cunioinr o Lease, the company evaluated the agreement and concluded 
based on the cnleria that the arrangement met the lease definition. Pmdently incurred capacity payments are recoverable under an FPSC-approved cost recavely 
clause (See Note3 ). 

Guarantees and Lelter~ of Credit 

TECO Energy accounls for guarantees in accordance with FASB Interpretation No. (FIN) 45, Guomnrur k Accounting ondDisclaw-e ReyuUrments,li,r 
G2rarantee,? 1mludiHg Indrrrcr Gurrrnrees qflndehtednrrs “(Others fan inrerpretulion qfFASB Stolemena No. 5,  5 7  m d  107md rwcissiun OfFASB Interprerafion 
No. 34) . Upon issuance or modification of a guarantee the company delemines if the obligation is subject to either or both ofthe following: 

Initial recognition and initial rnemurement of a liability, andor 

Disclosure or specific details of the guarantee. 

Generally, guarantees of the performance of  a third pany or guarantees that are based on an underlying (where such a guarantee is not a derivative subject to 
FAS 133) are likely to be subject to the recognition and measwcment, as well as the disclosure provisions, of FIN 45. Such guarantees must initially be recorded at k i r  
value. as detennined in accordance with the interpretation. 

Altemativcly, guarantees between and on behalf of entities under coinman control or that are similar to product wananties are subject only to the disclosure 
provisions ofthe interpretation. The company musf disclose information as to the tenn ofthe guarantee and the inaximum potential amount of future gross payments 
(undiscounted) under the guarantee, even ifthe likelihood of a claim is remote. 
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A summary of the face amount or manmum theorettcal obhgatlon under TECO Energy's letters of credit and guarantees as of Dec 3 I ,  2W7 are as follows 

Letters of Credit and Guarantees 

f",ilii""S, 

Lema 0fCredif and Guarunlr#r 
for the Bewrit efi 
Tampa Electric 
Letters ofcredit 
Guaranlees: 

Fuel purchaseienergy management."'?' 

TECO Transport 
Letters of eredic" 

TECO Cod 
Letters ofcredit 
Guarantees: Other!, 

Other unregulated 
G"am"teeS: 

Total 
Fuel purchaseienergy managemen?:' 

2008 2009 

$ -  5 -  

- 2.5 

5.5 
5.5 

~ 

- 

53.7 ~ 

$ b1.7 $ - -- 

6.7 
1 . 4 1 '  

8.1 

- 
- 
- 

- 
$ 0.3 rs - 

__ 20.0 I .4 
20.3 I .4 - 

- 2.5 

6.7 

- 
- 

__ 6.9 2.4 
13.6 2.4 

57.6 ~ __ 
$ 94.0 $ 3.8 
_= 

(I ) 
(2 )  

These guarantees renew annually and are shown on the basis that they will continue lo renew beyond 2012. 
The an~ountr shown are the maximum theoretical amount guaranteed under current agreements. Liabilities recognized represent the associated obligation of 
TECO Enerw under these agreements at Dec. 3 I. 2007. The obligations under these letters ofcredit and guarantees include net accounts payable and net 
derivative liabilities. 
TECO Trampon was sold effective Dec. 4,2007. The tenns of the sale required that these letters ufcredil be replaced by the purchaser: this was completed in (3) 
2008. 

Financial Covenants 

In order to utilize their respective bank facilities, TECO EnergyiTECO Finance and Tampa Electric Company must meet certain financial tests as defined in the 
ilpplicdble agreements. In addition, TECO Energy, Tampa Electnc Company and other operating companies have certain restrictive covenants in specific apemen t s  
and debt inmnnents. At Dec. 3 I, 2007, TECO Energy, Tampa Electric Company and the other opelaling companies were in compliance with all required financial 
cove0ants. 

13. Related Parties 

The company and its subsidiaries had cenain transactions, in the ordinaly course ofbusiness. with entities in which directors of the company had interests. The 
company paid legal fees of $1.3 million. $1.2 million and $1.3 million for the years ended Dec. 31,2007,2006 and 2005, respectively, to Ausley McMullen, P.A. o f  
which Mr. Au~ley  (a director of TECO Energy) is an employee. Other transactions were not material for the years ended Dec. 31.2007,2W6 and 1005. No matenal 
balances were payable 8s of Dec. 31,2007 or 2006. 
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14. Segment Information 

TECO Energy is an electric and gas utility holding company with significant diversified activities. Segments are determined based on how management 
evaluates, measures and makes decisions with respect to the operations oithe entity "he managcment ofTECO Energy reports segments based on each subsidiary's 
contribution ofrevenues, net income and total B S S ~ S ,  as required by FAS I3 I ,  Disclosures about Segments ofan Enlerprise and Relaled Informalion . All significant 
intercompany transactions are eliminated in the consolidated financial statements ofTECO Energy, but me included in determining reponable segments. 

During the first quarter of 2005, the company revised intemal reporting information fur the pulpose ofeualuating, measuring and making decisions with respect 
to the components which previously compfised the "Other Unregulates' operating segment. The revised operating segment, 'TECO Guatemala", is comprised of d l  
Guatemalan operations. The remaining components are now included in "Other & Eliminations". Prior period segment  result^ have been restated to reflect the revised 
segment ~tmcture. In 2007, only historical data is presented for TWG Merchant as all merchant assets have been divested. Any residual results for 2007 and 2006 are 
included in "Other and Eliminations". 

The information presented in the following table excludes all discontinued operations. See Note 20 for additional details of the components of discontinued 
operations. 
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Segment Information I' 

Tlmpr PCopkS TECO 
(l"illi""3, Elrrlrlr Gs, Cod 

2007 
Revenues-utsiden $ 2.186.6 $ 599.7 16 544.5 
Sales to affiliates 1.8 

Total revenues 2.188.4 599.7 544.5 
Earnings From unconsol. 

Depreciation and amortization 

Total interest charges"' 
lntemally allocated interest"' 

- 11.6 
Provision (benetit) for taxes 85.2 16.4 46.3 
Net income from continuing 

operations 'I '  $ 150.3 $ 26.5 $ 90.9 

affiliates - - - 

178.6 40. I 38.4 
112.2 17.1 12.5 

- 

Goodwil1.net 16 - $  - $  - 

affiliates - - 
Investment in unconsolidated 

0 t h  n o n < u m t  investments 
- 

- - - 
Total assets 4,838.3 761.4 501.21. 
Capital expenditure 6 373.8 $ 49.2 6 43.8 
2006 
Revenu-utsiders 
Sales to affiliates 

Total revenues 
Earnings hnm uncansol. 

Depreciation and BmoRimtion 

Total interest charges'" 

lntmally allocated interest"' 

Pmvision (benefit) for taxes 

afliliates 

$ 2,082.7 $ 577.6 $ 574.9 
- - 2.2 

2,084.9 577.6 574.9 

186.3 36.5 36.4 
107.4 15.2 10.6 

9.9 
80.3 i8.m 35.6 
- - 

Net income (loss) from 

Goodwill, net $ - $  - $  - 
29.7 S 18.8 continuing operations 'I'  $ 135.9 $ 

lnvament in unconsolidated 

Other nom-current investments 
affiliates - - - 

- - - 

Capital expenditura 5 366.4 $ 54.0 $ 40.2 
2005 
Revenues-ulaiders $ 1.744.3 $ 549.5 6 505.1 
Sales to affiliates 2.5 

Earnings from nnconsol. 

Depreciation and amonizatian 

Total interest charge* 
lntemally allocated interest'?, 

- - 
Total revenues 1,746.8 549.5 505.1 

affiliates - - - 

187.1 35.0 36.8 
98.3 15.1 13.4 

- 12.5 - 
hnvision (benefit) fo r t axe  90.6 18.5 64.9 
Ner income (loss) rrum 

16 147.1 $ 29.6 6 115.4 continuing operations'?' 

Goodwill, net $ - $  - - I  - 
Investment in unconsolidated 

Other non-current investments 

Total assets 4.554.0 721.5 385.6 
Capital expenditures 16 203.5 $ 42.5 $ 24.1 

affiliates - - - 

- - - 

-- 

TECO TECO 
T.."WWI GU.ICMl.1. 

$ 197.1 $ 8.0'^' 
93.2 

290.3 8.0 

68.5 

5.6 0.5 
4.8 15.2 

0.8 14.9 
13.5 7.8 

$ 34.0 $ 44.78.' 
$ - 16 59.4 

- 275.5 

15.0 

$ 25.1 $ 2.3 

$ 205.1 16 7.6'6, 

- 
- 435.3'". 

103.4 - 
308.5 7.6 

10.3) 58.7 

22.1 0.6 
4.5 15.0 

(1.4) 14.6 
10.9 8.7 

$ 22.8 $ 37.6 
6 - $  59.4 

2.9 276.0 

$ - 1 6  0.2 
(95.0) 

- (94.8) 

- 0 5  
- 96 0 

- (27 3) 
- 45.0 

$ - $ 52.5". 
s $ - - 

8.0 
229.0 

- 0.2 

$ - $ 0.2 
- (105.6) 
- (105.4) 

- 
- 

0.5 

0.3 
125.6 

- 

- 
- 

- (23.1) 
- (35.6) 

16 - $ (60.4)"' 
$ 6 - - 

- 14.0 

Total 
TECO 
EWey 

$ 3,536.1 

3,536.1 

68.5 

263.7 
257.8 

- 

- 
214.2 

398.9 
59.4 

275.5 

23.0 
6,765.2 

$ 494.4 - 
$ 3,448.1 

3,448.1 

58.9 

282.2 
278.3 

- 

- 
I 18.7 

$ 244.4 
$ 59.4 

292.9 

- - 8.0 8.0 
Total assets 4,813.1 7652 389.4,- 333.9 424.61.2 - 635.0 7.361.8 

- 

- $ (22.1)'- $ 455.7 

$ 192.5 $ 77'.' $ 0.4 $ 10.6 $ 3,010.1 

$ 16.5 $ 0.7 $ 

85.7 - - (88.2) - 
z7m 2 7.7 0.4 (77 6 )  3,010 I 

(0.3) 57.9 - 2.8 60.4 

21 4 0.8 0.7 0.4 282.2 
5.1 15.9 10.4 130.5 288.7 

(0.6) 14.2 10.1 (36.2) - 
8.1 (1.9) (10.9) (67.4) 101.9 

16 2 0 2  $ 4 0 4  $ (146) 16 (121 1)") $ 2110  
16 594 s - 16 - 6 59 4 6 - 

2.9 274.0 - 20.2 297.1 

- 8.0 8.0 

s 18.1 $ 0.2 $ 6.9 16 - $ 295.3 

- - 
322.4 408.4'"t 233.0 545.2 7,170.1 - 
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(I) 

(2) 

From continuing operations. All penods have been adjusted to reflect the reclassification ofresults from aperations to discontinued operations for CCC and BCH 
Mechanical. Inc. 
Segment net income is reponed on a basis that includes intemally allocated financing costs. lnlemally allocated costs for 2007, 2006 and 2005 were at pretax 
rates ofl.S%, 7.5% and X%, respectively, based on the average ofeach subsidiary’s equity and indebtedness to TECO Energy assuming a 50150 debtiequity 
capital structure. Internally allocated interest charges are a component of total interest charges. 
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(3) Net income for ?007 includes $20.2 million of after-tax debt extinguishment costs, $149.4 million after-tax gain on the sale ofTECO Transpon and $16.3 
million after-tax in lransaclion EOS~S.  Ne1 income for 2006 includes afler-tax gains of $8. I million on the sale of McAdams and $5.7 million on the sale oftwo 
steam Nrbines. Net income for 2005 includes $46.7 million after-tax ofdeht extinguishment charges at TECO Energyparent (including a 519.8 million non-cush 
charge). 

2007 results for TECO Transpolt are through Dec. 3,2007. 
The canying value o f  minerd rights as of Dec. 31,2007,2006 and 2005 was $I  8.9 million, $20.6 million and $22.5 million, respectively. 
Revenuer for 2007.2006 and 2005 are exclusive of entities deconsolidated as a result of FIN 46R and include only revenues for the consolidated Guatemalan 
entities. 
Included in other capital expenditurs is a cash offset of $22.1 million, related to the sale oftwo combustion turbines by TPS McAdams to Tampa Electric. The 
corresponding capital expenditure is included in Tampa Electric's capital expenditures for 2006. 
Net income is comprised of earnings from unconsolidated affiliates less: depreciation, interest charges, taxes and other net expenses of $0.3 million. 
Total assets represent primarily equity and advances invested in unconsolidated affiliates. As of Dec. 31.2007, the equity and advances balance due TECO 
Energytotaled 5413.5 million. 

(4) 
(5) 
(6) 

(7) 

(8) 
(9) 

Tampa Electric provides retail electric utilily services 10 more than 668,000 ~ustomers in West Central Florida. PGS is engaged in the purchase and distribution 
of n a ~ r a l  gas for more than 334,000 residential, commercial, industrial and elecmc power generation customers in the stale of Florida. 

TECO Coal, through its wholly-owned subsidiaries, owns mineral rights and owns or operilles surface and underground mines and coal processing and loading 
facilities in Kentucky. Tennessee and Virginia. TECO Coal acquired and began operating two synthetic fuel facilities in 2000, whose production qualifies fur the nun- 
conventimal fuels tax credit. In 2003, these synthetic fuel operations were transfemd into a newly formed LLC for the pulpose of continuing flowth in the production 
and sale of synthetic fuel. In April 2003, TECO Coal sold 49.5% interest in this enlily, with another 40.5% being sold in 2004, and an additional 8% sold in 2005. 

T K O  Transpon. lhrough its wholly-owned subsidiaries. transported, stored and transrcrred coal and other dry hulk commodities for third panies and Tanpa 
Electtic. TECO Transpon's subsidiaries operated on the Mississippi. Ohio and Illinois riven, in the Gulfof Mexico and worldwide. TECO Transpolt was sold on Dec. 
4,2007. 

TECO Guatemala includes the equity investments in the San Jose and Alborada power plants, the equity investment in DECA 11, and the TECO Guaremala 
parent company. 

TWG Merchant's assets were entirely divested by the end af2006. 

15. Asset Retirement Obligations 

TECO Energy a ~ c o u n t ~  for asset retirement obligations under FAS 143, "Aceounting for Asset Retirement Obligations" (FAS 143) and FIN 47 Accounr;ngfi,r 
CoundilionalA~.sser Rrriremenr Ohliprionr . An asset retirement obligation (ARO) for a long-lived asset is recognized at fair value 81 inception of the obligation if there 
is a legal obligation under an existing or enacted law or statute, a wtitteri or oral contract, or by legal conSlmction under the doctrine ofpromissory estoppel. Retirement 
obligations alp recognized only if the legal obligation exists in connection with or as a result ofthe permanent retirement, abandonment or sale o f a  long-lived asset. 

When the liability is initially recorded, the carrying amount of the related long-lived asset is correspondingly increased. Over time, the liability is accreted to its 
estimated future value. 7he corresponding amount capitalized at inception is depreciated over the remaining useful life of the asser. The liability must he revalued each 
period based on current market prices. 
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TECO Energy has recognized asset relirement obligations for reclamaiion and Site resroration obligations principally associated with coal mining, storage and 
transfer facililies. The majoriry of obligations arise from environmental remediation and restoration activities for coal-related operations. Prior to the adoption of FAS 
143, TECO Coal accrued reclamation costs for such activities. For TECO Coal, the adoption of FAS 143 modified the valuation and accmal inethads used to estimate 
the fair value of asset retirement obligations 

For the years ended Dec. 3 I ,  2007,2006 and 2005, TECO Energy recognized $1.4 million, $1.5 million, and $1 .h million ofaccretion expense, respectively, 
associated with asset retirement obligations in "Depreciation and amonization" on the Consolidated Slatements of Income. 

Reconciliation of beginning and ending carrying amount of awe1 retirement obligrlions: 

Dee. 31, 
2006 
_. 

~P""0"l, 2007 
Beginning balance 6 52.7 $ 42.2 
Additional liabilities 0.1 3.5 

Accretion expense I .4 1.5 
7.3 Revisions to estimated cash flows 

Liabilities senled (7.0) (2.4) 

- 
Othev" 

Ending balance 
0.6 0.6 

$ 47.8 - $ 52.7 
~ - 

( I )  Accretion expense reclassed as a deferred regulatoly asset 

During 2006, estimated cash flows used in determining the recognized asset retirement obligations were adjusted by $7.3 million at Tampa Electric Company 
The amount is related IO the increased cost ofremoval of materials used far the generation and tmn~mission ofpower. There were no adjuslments IO estimated cash 
flows in 2007. 

As regulated utilities, Tampa Elecnic and PCS must file depreciation and dismantlement studies periodically and receive approval from the FPSC before 
implementing new depreciation rates. Included in approved depreciation rates is either an implicit net salvage factor 01 a E O S I  ofremoval facror, expressed as a 
percentage. The ne1 salvage factor is principally comprised of huo componcnts--a salvage factor and a cost ofremoval or dismantlement factor. The company uses 
cumnl cost of removal or dismantlement facton as pan ofthe estimation method to approximate the amount ofcost of removal in accumulaled depreciation. 

For Tampa Electric and PCS, the original cost ofutility plant retired or otherwise disposed ofand the cost ofremoval, or dismantlement, less salvage value is 
charged lo accumulated depreciation and the accumulated cost of removal resewe reponed as a regulatory liability, respectively. 

16. Mergers, Acquisitions and Dispositions 

Sale of TECO Transport 

On Dec. 4.2007, TECO Diversified, he., a wholly-owned subsidiary of lhe company, sold its entire interesl in TECO Transport Corporation for cash to an 
unaffiliated investment group. The selling price was $405 million, subject to a working capital adjustment and resulted in a prelax gain of $221.3 million, which is net 
of Itansaction-related costs. In accordance with the provisions of SFAS 144, Acr.ounlinb..for the Impormen1 VI  Dispojol"/Lu"~-Li"~dAs.s~l~ (FAS 144). as a result of 
its significant continuing involvement with T a m p  EIectnc Company related to the waterborne transponalion ofsolid fuel, the results of TECO Transport were reflected 
in continuing operations. 

I50 

163 



Sale Of Properties 

During the year ended Dec. 31,2006, the company sold two lots adjacent Io the corporate oftice in downtown Tampa, Florida to third party real estate 
developers. The sales included total proceeds of $1 5.0 million and resulted in pretax gains of $6.4 million. Included in each sale agreement was the ability to lewe the 
properties until constmetion commenced and options to repurchase the properties aher a certain period aftime in the event the lots were not developed. As a result of 
this continuing involvement, the m a l  gain was being deferred until such time as the continuing involvement terminates. During 2007, the option to repurchase one of 
the lots expired and construction commenced. As a ~csult, $0.4 million related to that sale was recognized in “Other income” on the Consolidated Sratement of Income. 

Sale of Steam Turbines 

In July 2006, the company sold a steam turbine generator h a t e d  in Mancopa County, Arizona to a third party for a net after-tax gain of$2.6 million. In 
December 2006. the company sold a second Steam turbine generator also located in Maricopa County, Arizona to a third party for a net after-tax gain of$3. I million 

Sale of TPS MrAdrmr, LLC 

On Jun. 23.2006, TPS McAdams, LLC, an indirect subsidiary ofTECO Energy, was sold to Von Boyeft Corporation for $1.2 million in cash. The assets of TPS 
McAdams. LLC had been impaired in 2004 to an estimate ofsalvage value, which included allowances for potential fuhlre site restoration COLS. In thc first quarter of 
2006, TF’S McAdams, LLC sold the combustion turbines at the site to Tampa Electric at the book value contemplated in the salvage estimate. The sale and transfer of 
TPS McAdams, LLC, including its remaining assets and any ptcntial site restoration costs at lema bener than contemplated in the salvage estimate, resulted in a pretax 
gain of $10.7 million ($8.1 million after-tax) being recognized in continuing operations. 

Sale of TECO Thermal 

In May 2006, the company sold the assets of TECO Thermal, an indirect subsidiary of TECO Energy. to a third party. Total proceeds on the sale were $8.1 
million and resulted in an after-tax gain of $0.5 million. 

Dell Power Station 

On Aug. I6.2005, an indirect subsidiary of TECO Energy completed the sale of substantially all af its assets, including the Dell Power Station, to Associated 
Electric Cooperative, Inc., a Missouri clecmc cooperative. for 575 million. The sale resulted in a pretax gain of $23.2 million ($14.9 million aher-tax). TECO Energy 
retained cenain other operating liabilities totaling $1 I .0 million pretax (57. I million &e?-tan). The net after-tax impact of$7.8 million is included in continuing 
operations. 

Union and Gila River Project Companies 

On Jun. 1.2005, the company completed the sale and transfer of ownership of its indiiect subsidiaries, Union Power Panners. L.P., Panda Gila River, L.P., 
Trans-Union Interstate Pipeline. L.P., and UPP Finance Co., LLC, owners of the Union and Gila River power stations in Arkansas and Arizona, respectively 
(collectively, the Projects) to an entity owned by the Projects’ lenders in the inanner set forth in the ProjccLs’ confirmed Joint Plan of Reorganization. In connection with 
the transfer and the related release of liability. the company and its indirect subsidiaries paid an aggregate of $31.8 million, consisting ofS30.0 million IO the Project’s 
lenders as consideration for release of liability and $I .8 million as reimbursement of legal fees for two “on-consenting lenders in the recently concluded Chapter I I 
proceeding. 
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BCH Mechanical, h e .  

On Jan. 7,2005. an indirect subsidiary of TECO Energy completed the disposal d i t s  100% interest in BCH Mechanical. Inc. (BCH) pursuant to a Stock 
Purchase Agreement dated as of D e .  3 1.2004. The purchaser ufBCH was BCH Holdings, Inc., majority owned at that time by Daq l  W. Blume, who was a Vice 
President of BCH and one ofthe o w "  of BCH when i t  was purchased by a subsidiary of TECO Energy in September 2000. Under the msacl ion,  TECO Energy 
retained BCH's net working capital determined as of Dec. 31.2004. and cenain other existing obligations. During the third quarter o f 2 0 0 5 , t m s  of the sale were 
modified from a sale ofassets to a sale of stock. This modification resulted in an additional after-tax loss of %I .4 million on tax-related assets. The results of BCH are 
reflected in discontinued opcrationn for all periods presented (see Note 20 ). 

Synthetic Fuel Facilities 

Effective Apr. I ,  ?003, TECO Coal sold a 49.5% indirect interest in Pike Letcher Synfuel. LLC (PLS), which owns synthetic fuel production facilities h a t e d  at 
TECO Coal's operations in eastem Kentucky. In May 2004, TECO Coal sold an additional 40.5% of its membership interest in the synthetic fuel fac 
8% in July 2005, under similar terms as the first transaction. On Dec. 29,2005, the agreements with the investors were amended to permit the cunailment ofsynthetic 
fuel production when oil prices are above cenain thresholds and to allow the company the nght, but not the obligation, to cause PLS to reduce or hall synthetic fuel 
production should estimates for crude oil prices reach certain levels. This amendment also allowed for the release oF$20 million of the $50 million restricted cash that 
had been held in escrow. Generally, revenue is recognized as the monthly installmmts are received. Because the purchase price for this sale, as well as the other sales OF 
ownership interests, is related lo the value of tar credits generated through December 2007, it was subject to a reduction to the extent the credit is limited due to the 
average domestic oil p.ice for a pmicular yers exceeding the benchmark designated for that year by the Depanmenl of Energy. In addition to retaining a 2% 
membership interest in the facilities, TECO Coal continued Io supply the feedstock and operate the Facilities thmugh the expiration ofthe agreement on Dec. 3 I, 2007. 

17. Goodwill and Other Intangible Assets 

SFAS 141, Business Comhinorions. requires all business combinations be accounted for using the purchase method of accounting. Under SFAS 142 GoodrriN 
undOlherlnrori~ihle A ~ ~ ~ l s  (FAS 142), gmdwill is not subject to an"tration. Rather, goodwill and intangible ~ S E B I S ,  with an indefinite life, are subject to an annual 
assessment for impairment by applying a fair-value-based test. Intangible assets with a measurable useful life are required 10 be amortized. 

As required under PAS 142, TECO Energy reviews recorded goodwill and intangible assets at least annually during the founh quarter. for each reponing unit. 
Reporting Units are generally determined as one lwei below the operating segmenl level, reporting units with similar characteristics are grouped for the purpose of 
determining the impairment, ifany, ofgoodwill and other intangible ~ s s c t s .  The fair value for the reponing units evaluated is generally determined using discounted 
cash flows appropriate for the business model of each significant group ofassets within each reponing unit. The models incorporate assumptions relating to furure 
rewlts of operations that are based on a combination of historicdl enpeyience, fundamental economic analysis, observable market activity and independent market 
studies. Management periodically reviews and adjusts the assumptions, as necessay, to reflect current market conditions and observable activity. If a sale is expected in 
the near term or a similar transaction can be readily observed in the marketplace, then this infomation is used by management to estimate the fair value ofthe reponing 
unit. 

At Dec. 3 I, 2007, the company has $59.4 inillion ofgoodwill on its balance sheet. which is reflected in the TECO Guatemala segment. In conducting its annual 
impairment assessment, the company determined the fair value of the Guatemalan reponing unit supponed the goodwill. The balance of goadwill arose from the 
purchase of multiple entities as B result of the company's investment in i ts operations in Guatemala. 
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18. Asset lmpsirme~ts 

The company accounts for asset impainnents in accordance with FAS 144, which requires that long-lived assets be tested for recoverability whenever events or 
changes in circumstances indicate that its c a v i n g  value may not be recoverable. If it is determined that the c a v i n g  value is not recoverable, an impairment charge is 
made and the value of the asset is reduced to the recoverable amount. When the impaired asset is disposed of, ifthe consideration received is in excess of the reduced 
carrying value, a gain would then be recorded. (See Note 16 ) In accordance with FAS 144, the company assesses whether there has been an impairment of its long- 
lived assets and certain intangibles held and used by the company when such impairment indicators exist. No such indicators ofimpairment existed as of Dcc. 31,2007 
or2006. 

In the fourth quarter of 2005. a pretax impairment charge of $3.2 imillion ($2. I million afler tax) was recognized relsted to the company's investment in the 
McAdams power station. The  reduction in fair value resulted from an updated strategic review of the potential salvage options (including asset retirement obligatiims as 
a result ofexiting the facility) following the decision to sell the combustion turbines and Certain ancillary equipment to Tampa Electric. 

19. Variable Interest Entities 

TECO Energy accounts for vanable interest enticics (VIES) under FlN 46R, Cwrsolidarion of Yariohle Inteerest Entilies. on intevretolion ofARB Nu. S I  (FIN 
46R). 

The company formed TCAE Io own and comtruct the Alborada Power Station and the company f amed  CGESI to o m  and construct the San Jose Pmver 
Station. Both power Stations are located in Guatemala and both projects obtained long-term power purchase agreements (PPA) with EEGSA, a distribution utility in 
Guatemala. The terms of the two separdte PPAs include EEGSA's right Io the full capacity of the plants for 15 yean, U.S. dollar based capaciry  payment^, cenain terms 
fur providing fuel, and cenain other (ems irvcluding the nght to extend the Albordda and San Jose contracts. Management believes that EEGSA is the pnmary 
beneficiary of the variable interests in TCAE and CGESJ due to the terms of the PPAs. Accordingly, both entities were deconsolidated as ofJan. I, 2004. The TCAE 
deconsolidation resulted in the initial removal of $25 million ofdebt and $15.1 million ofnet assets from TECO Energy's Consolidated Balance Sheet. The San Ios6 
decmsolidation resulted in the initial removal of $65.5 million of' debt and $106.6 million ofnet assets from TECO Energy's Consolidated Balance Sheet. The results of 
operations for the two projects are classified as "ln~ome from equity investments" on TECO Energy's Consolidated Statements of Income since the date of 
deconsolidation. TECO Energy's estimated maximum loss exposure is its equity investment ofapproximately $188.8 million in these entities. (See Note 14 for 
additional financial infannation related to these projects). 

Pike Letcher Synfuel, LLC was established as pan of the Apr. I ,  2003, sale ofTECO Coal's synthetic fuel production facilities. While TECO Energy's 
maximum loss exposure in this entity was its investment of approximately $8.2 million, the company could have lost potential earnings and incurred losscs related to 
the production costs for synthetic fuel, in the event that such production created "an-conventional fuel tax credits in excess ofTECO Energy's or rhe atherbuyers' 
capacity to generate sufficient taxable income lo use such credits or fuel tax credits are reduced or eliminated due to high oil prices. Management believed that the 
company was the primary beneficiary of this VIE and continued to consolidate the entity under the guidance of FIN 16R through the expintion of synfuel production on 
Dec.31.2007. 

In 1992, a subsidiary of the company, Hardee Power Partners, Ltd. commenced construction of the Hardee Power Station in central Florida. HPP obtained dual 
20-year PPAs with Tampa Electric and another Florida utility company to provide peaking capacity. The company sold its interest in HPP to an affiliate of lnvenergy 
LLC and GTCR Colder Rauner LLC in 2001. Under FIN 46R, the company is required to make an exhaustive effort to obtain sufficient information to detennine if 
HPP is a VIE and which holder of the vanable interests i s  the primary beneficiav. The new owners of HPP are not willing to provide the information necessary to make 
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these determinations, have no obligation to do so and the information is not available publicly. As a result, the company is unable to determine if HPP is a VIE and il 
so, which variable interest holder, ifany, is the primary beneficiav. The maximum exposure for the campany is the ability to purchase elechicity under terns ofthe 
PPA with HPP at rates unfavorable to the wholesale market. 

20, Discontinued Operations and Assets Held for Sale 

Union and Gila River Project Companies (TPGC) 

Net income from discontinued operations in 2007 was 514.3 inillion, after-tax, reflecting a favorable conclusion reached in the second quarter with taxing 
authorities far the 2005 disposition ofthe Union and Gila River merchant power plants, discussed below. 

On Jun. 1,2005, the company completed the previously announced sale and transfer of ownenhip d i t s  indirect subsidiaries Union Power Partners, L.P., Panda 
Gila River, L.P., Trans-Union Intentate Pipeline, L.P., and UPP Finance Co., LLC, Owners ofthe Union and Gila River power Stations in Arkansas and Arizona, 
respectively (collectively, the Projects) to an entity o w e d  by the Projects' lenders in the man"- set forth in the Projects' confirmed Joint Plan ofRwrganization. In 
connection with the trnnsfer and the related release of liability, the company and its indirect subsidiaries paid an aggregate of 53 I .8 million, consisting of530.0 million 
to the Project's lenden as consideration for the release of liability and 51.8 million Ys reimbursement of legal fees for two "on-consenring lenderr in the Chapter I I 
proceeding. As a result of the transaction, the company recorded a nonash ,  pretax gain of % I  17.7 million (576.5 million after lax), which is reflected in discontinued 
operations. Through the May 3 I, 2005 effective date ofthe transfer lo the lending group, the net equity of the Projects was reduced by acccumulated unfunded operating 
losses primarily related to unpaid accrued interest expense on the Projects. As a result of the recognition of these subsequent losses, the book value ofthe assets was less 
than the book value ofnon-recourse project financing at the effective date ofthe sale and transfer to the lending group. Accordingly, the gain on the disposition 
represents the Vansfer ofequity in the projects and the related non-recourse debt and other lidbilities in excess of the asset value ofthe projects. 

As an asset held for bale. the assets and liabilities that were expected to be rransfemd as pan ofthe sale were reclassified on the balance sheet. The results from 
operations and the gain on sale have been reflected in discontinued operations for all periods presented. The followina table Drovides selected commnents of 
discontinued operations for the Union and Gila River project companies. 

Components of income from discontinued operstionsVnion and Gils River Project Companies 

(",il*o"S, 
For theyems " I d D e r .  31, 

R""S 
Loss from operations 
Gain on sale before tax 
Income (loss) before provision for income taxer 
(Benefit) provision for income taxes 
Net income from discontinued operations 

Inferer.~ Expense 

2007 
% -  

- 
- 
- 

(14.3) 
5 14.3 
__= 

200.4 

5 109.1 
(23.0) 
111.7 
90.0 
24.9 

5 65.1 
E= 

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

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

The following table provides selected components of discontinued operations for transactions other than the Union and Gila River projects transactions 

Components of income from discontinued operationsdther 

@“II&mJ 
Four t&eyesn cndrd De?. 31, 
R””W 
Income (loss) from operations 
(!ass) gain on sale 
Income (loss) before provision for income taxes 
Provision (bemefit) for income taxes 
Net income (loss) from discontinued op-rations 

zoo6 
$ 0.8 

1.5 
0.8 
2.3 
0.4 

$ 1.9 

- 

- 
- 
E 

21. Derivatives and Hedging 

From lime to time, TECO Energy and its affiliates enter into futures, forwards, swaps and option contracts for the following purposes: 

To limit the exposure to price fluctuations for physical purchases and sales of natural gas in the course ofnormal operations at Tampa Electric and 
PCS; 

To limit the exposure to interest rate fluctuations on debt securities at TECO Energy and its afiiliates; 

To limit the exposure to price fluctuations for physical purchases of fuel at TECO Coal, and 

To limit the exposure to synthetic fuel tax credits from TECO Coal’s synthetic fuel produced as a result of changes IO the reference price of 
domestically produced oil. 

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

The risk management policies adopted by TECO Energy provide a framework through which management monitors various risk exposures. Daily and periodic 
reponing of positions and other relevant metrics are performed by a cennalized risk manvgement group which is independent of all operating companies. 

The company applies the provisions of SFAS 133. Accounring,for De~ivalive Inslrummls and Hedgiwz Activities, as amended by SFAS 138, Acruunting.for 
Cevlain Derivolivr lnslrumenls and Certain Hedging Activify and SFAS 149, Amendment on Slatemem 133 on Dwivotiw I n a r u m m l ~  ond Hedging Activiries . These 
standards require companies to recognize derivatives as either assets or liabilities in the financial statements. to measure those instruments at fair value, and to reflect 
the changes in the fair value of those instruments as either components ofOCI or in net income, depending on the designation of those instruments. The changes in fair 
value that are recorded in OCI are not immediately recognized in cul~ent net income. As the underlying hedged transaction matures or the physical commodity is 
delivered, the deferred gain or loss on the related hedging instrument must be reclassified from OCI to earnings based on its value at the time of the insnumenis’ 
Settlement. For effective hedge transactions, the amount reclassified from OCI to eamings is offset in net income by the amount paid or received on the underlying 
physical transaction. 
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At DCE. 3 I, 2007 and 2006, respectively, TECO Energy and its affiliates had derivative sssets (current and non-current) totaling $2.2 million and $7.2 million, 
and liabilities (current and "on-current) totaling $26.1 million and $74.0 million. At D e .  3 I, 2007, $8.2 million of liabilities are related to interest rate swaps. The 
remaining $2.2 million ofassets and 51 7.9 million in liabilities are related IO natural gas swaps. At Dec. 31,2006, $7.0 million in derivative assets were related to crude 
oil options. The remaining $0.2 inillion ofassets and $74.0 million of liabilities were related IO natural gas swaps. 

At Dec. 31,2007 and 2006, accumulated other comprehensive income (AOCI) included an afier-tan $6.2 million unrealized loss and an after-tax $0. I million 
unrealized loss, respectively, representing the fair value of cash flow hedges whose underlying transactions will occur within the next 12 months. Amounts recorded in 
AOC1 reflect the estimated fair value based on market prices as ofthe balance sheet date, of interest rate derivative instwments designated as hedges. These amounts 
are expected to fluctuate with movements in market prices and may or may not be realized as a loss upon future reclassification from OCI to eamings. The company 
does not cumntly have any cash flow hedges for transactions forecasted to take place in periods subsequent to 2010. 

For the years ended Dec. 31,2007,2006 and 2005, TECO Energy and its affiliates reclassified amounts from OCI and recognized net pretax gains of $6.5 
million, $0.5 million and $5.7 million, respectively. (See Note 10 ) Amounts reclassified From OCI were primarily related to cash flow hedges for physical purchases 
of fuel oil st T K O  Transport and TECO Coal. For these types of hedge relationships, the gain on the derivative at settlement is reclassified fmm OCI to eamings, 
ushich is offset by the increased cost of spot purchaser for fuel  oil. 

As B result of applying the provisions of FAS 71 in accordance with the FPSC, the changes in value ofnataral gas derivatives ofTampa Electric and PGS are 
recorded as regulatory assets or liabilities IO rcflect the impact of the fuel recovery clause on the risks of hedging activities. (See Note 3 )Based on the fair value of 
cash flow hedges at Dec. 31,2007, net pretax losses of $I 7.3 million are expected to be reclassified From regulatory assets or liabilities to the Consolidated Statement of 
lncoine within the next twelve months. 

A1 Dec. 31,2007. TECO Energy had a 'Crude oil options receivable. net" asset totaling 178.5 million for transactions that were not designated as either a cash 
flow or fair value hedge. This balance includes the full Settlement value of the crude oil options of $120.8 million. offset by the $42.3 million of margin call collateral 
collected. These derivatives were marked-to-market with fair value gains and losses recognized in "Other income" on the Consolidated Statements of Income. For the 
years ended Dec. 3 I, 2007,2006 and 2005, the company recognized gains on marked-to-market derivatives of $82.7 million, $2.9 million and $0.5 million, 
respectively. The increase in the gain from 2006 to 2007 is reflective of the increase in oil prices and the total volume of barrels hedged, 2.8 million balrels in 2006 
compared to 25. I niillion barrels in 2007. 

22. TECO Finance, Ine 

TECO Finance is a wholly owned subsidiary ofTECO Energy. Inc. TECO Finance's sole purpose is to raise capital for TECO Energy's diversified businesses. 
TECO Encrgy is a full and unconditional guarantor ofTECO Finance's securities. (See Note 7 ) 
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TECO FINANCE, INC. 

Condensed Statements of Cash Flows 

(i" milli""*) 
Pvorthryman md<dDe<. 31. 
Cash FIOW from operating ~ r t i v i t i e ~  

Net loss 
Adjusrments to reconcile net loss to net cssh from operating activities: 

Defemd taxes 
Interest payable 
Other assets 

Cash Flows used in Opnaling Activities 
Cash Flows from Financing Activities 

Advances 

Net increase (decrease) in cash 
Cash a1 the beginning of the year 
Cash at end ofthe year 

Cash Flows provided by Financing Activities 

2007 

$ (1.4) 

(0.8) 

- 

1.8 

_111) 

2.2 
2.2 
0.1 
0.1 

5 0.2 

- 
- 

- - 0. I 
$ 0.1 - 

23. Subsequent Events 

Tax-Exempt Auction Rate Bonds 

On Feb. 19 and Feb. 26,2008 two series of tax-exempt auction-rate bonds totaling $105.8 million issued For thebenefit of Tampa Electric Company by the 
Hillsborough County lodustrial Development Authority (HCIDA) experienced failed auctions and, in accordance with the tenns of the bond indentures. the seven day 
interest rate on these series reset to 14%. Auctions on Feb. I9 for Tampa Electric's three other senes oftan-exnnpt auclion-rate bonds with interest periods of 7 and 35 
days totaling %I 81 .0 million settled at interest rates of 10% to 12%. The interest rales set in the Feb. 19 auction of i I% and 12% m the Polk County lndusirial 
Development Authority (PCIDA) Series 2007 and HClDA Se& 2007C, respectively. are in effect until Mar. 26. On Feb. 26, the auction for the HClDA Series 2W6 
settled at an interest rate of 7.55% for the succeeding '-day interest period. On Feb. 25 Tampa Electric Company notified the trustee for the tax-exempt bonds issued for 
the benefit of the company by the HClDA and PClDA that the company has elected to purchase in lieu of redemplion the 575 million PCIDA Solid Waste Disposal 
Revenue Refunding Bonds (Tampa Electric Company Project) Series 2007. and the 51 25.8 million HClDA Pollution Control Revenue Refunding Bonds (Tampa 
Electric Project) Series 2007 A, B and C, on Mar. 26,2008, which is an interest payment date. The company does not intend to extinguish or cancel the bonds upon 
such purchase. 

With respecr to the company's remaining tax-exempt auction rate bunds, the 586.0 million HCIDA Pallulion Control Revenue Refunding Bonds (Tampa Electric 
Company Project). Series 2006, the company plans 10 conven such bonds on or afler Mar. 19,2W8 to a fixed-rate mode punuant to the temx ofthe Loan and Trust 
Agreement governing those bonds, which allows fur their conversion from an auction rate mode tu other interest rate modes. 

Because the auction rates reset every 7 days for $191.8 million ofthese bonds, and every 35 days for 595.0 million, management determined that it would not be 
reasonable or practical to remeasure the fair value as ofthe date of this repon, but that the values could be different than the amount included in the fair value disclosure 
in Note7 
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Working Capital Settlement-TECO Transport Sale 

On Feb. 19,2008, TECO Energy. through a wholly-owned suhsidialy, paid $3.7 million to adjust the working capital estimated at Dec. 31, 2007 related to the 
sale of TECO Transpon Corporation to an unaffiliated investment group (see Note 16 ). 

24. Quarterly Data (unaudited) 

Financial data by quarter is as follows: 

fm;llions. exceptper shme amounts) 
Yulmaer ended 

2007 
RWC,l"ff 

Income from operations 
Net income 

Net income from continuing opcratims 
Net income 

EPS from conlinuing operations 
EPS 

EPS h m  continuing operations 
EPS 

Eamings per share (EPSbbas i c  

Eamings per share (EPSVi lu t ed  

Dividends paid per common share 
Stock price per common share" 

High 
Low 
Close 

Qunrrer m d d  

2006 
RWell"cS 
Income from operations 
Net income 

Net income from continuing operations 
Net income 

EPS from continuing operations 
EPS 

EPS from continuing operations 
EPS 

Eamings per share (EPS)--basic 

Eamings per share (EPS&diluted 

Dividends paid per common share 
Stock price per common share" 

High 
LOW 

close 

UP<. 31 Id' 

$ 858.3 
$ 328.8 

$ 173.9 
$ 173.9 

$ 0.83 
5 0.83 

$ 0.83 
$ 0.83 
5 0.195 

$ 17.91 
$ 15.58 
$ 17.21 

Uer. J I  

$ 826.2 
$ 78.4 

$ 48.4 
$ 48.9 

$ 0.23 
$ 0.23 

16 0.23 
$ 0.23 
$ 0.19 

$ 17.50 
$ 15.57 
$ 17.23 

6 990.0 
$ 141.7 

$ 92.8 
$ 92.8 

$ 0.41 
$ 0.44 

$ 0.411 
$ 0.44 
$ 0.195 

$ 17.71 
$ 14.84 
$ 16.43 

a 
$ 922.9 
$ 135.3 

5 79.7 
$ 79.7 

$ 0.38 
$ 0.38 

5 0.38 
$ 0.38 
$ 0.19 

5 16.20 
$ 14.86 
$ 15.65 

Jun 30 

$ 866.5 
$ 87.7 

$ 59.4 
$ 73.7 

$ 0.28 
5 0.35 

5 0.28 
$ 0.35 
$ 0.195 

5 18.58 
$ 16.40 
$ 17.18 

J m  3fl 

$ 862.6 
$ 118.3 

$ 61.1 
$ 62.5 

$ 0.29 
$ 0.30 

5 0.29 
$ 0.30 
$ 0.19 

$ 16.75 

$ 14.94 
$ 14.40 

.Mor 31 

$ 821.3 
6 78.4 

$ 72.8 
$ 72.8 

$ 0.35 
$ 0.35 

$ 0.35 
$ 0.35 
$ 0.19 

$ 17.49 
$ 16.22 
5 17.21 

Mnr. 31 

$ 836.4 
$ 86.2 

$ 55.2 
$ 55.2 

$ 0.27 
$ 0.27 

5 0.26 
9 0.26 
$ 0.19 

$ 17.73 
6 15.97 
$ 16.12 

( I  1 
(2) 

Trading p k e s  for c o n "  shares 
Fourth quaner 2007 results include debt extinguishment char8es and TECO Transpon results through Dec. 3,2007. See Note 16 for information regarding the 
sale of TECO Transpon. 
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Consolidated Statements o r h m m e  and Comprehensive Illcome for the vears ended Dec. 31,2007.2006 and 2005 

Consolidated Stalcnients ofcash Flows for the o ears ended Dec. 3 I. 21J07.2006 and 2005 

Cmsdidated Statm~ents oCRetained Eaminrn for the years ended Dec. 3 I, 2007,2006 and 2005 

Coasolidnlcd Statenients of Caoiializalion. DCE. 31.2007 and 2006 

Notes to Consolidated Financial Slateoients 

Financial Slateinem Schedule ILValuiition and Oualifvinc Accounts and Resewes fin. the "can ended Duc. 31.2007,2W6 and 2005 

Pspr. No. 

161 

161 

162-163 

164 

165 

166 

166-1 68 

169-191 

202 

204 

All other financial statement schedules have been omitted Since they are not required, are inapplicable or the required information is presented in the financial 
Statements or notes thereto. 

I60 

173 



TAMPA ELECTRIC COMPANY 

MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

Our management is responsible forestablishingand mai~tainingadequaiteintemal control oyer financial reporting, as such tenn is defined in Rule 13a-15(0 of 
the Securities Exchange Act of 1934, as amended. We conducted an evaltiation ofthe effectiveness ofTampa Electric Company’s intemal c~ntrol  over financial 
reponing as of December 3 I ,  2007 based on the framework in lntemal Conrrol-lnte@ted Framework issued by the Committee of Sponsoring Organizations of the 
Treadway Commission, Bilsed on OUT evaluation under this hamework, our management concluded that Tampa Electric Company’s internal control over financial 
reporting was effective as of December 3 I, 2007. 

Report of Independent Registered Certified Public Accounting Firm 

To the Board ofDirecton and Shareholders ofTampa Electric Company: 

In our opinion, the consolidated financial Statements listed in the accompanying index present fairly, in all material respects, the financial position of Tampa 
Electric Company and its subsidiaries at December 3 I, 2007 and 2006, and the results oftheir operations and their cash flows for each of the three yean in the period 
ended December 31,2(K17 in conformity with accounting principles generally accepted in the United States of America. In addition, in our opinion, the financial 
Statement schedule listed in the accompanying index presents fairly, in all material respects, the infonnation set forth therein when read in conjunction with the related 
consolidated financial statements. These financial statements and financial statement schedule are the responsibility of the Company’s management. Our responsibility 
is 10 express an opinion on these financial statements and financial statement schedule based on our audits. We conducted our audits afthese statements in accordance 
with the standards ofthe Public Company Accounting Oversight Board (United States). Those standards require that we plan and perfom the audit to obtain reasonable 
assurance about whether the financial statemenl~ are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts 3nd 
disclosures in the financial Statements, assessing the accounting principles used and significant estimates made by management, and evaluating the ovmall financial 
statement presentation. We believe that our audits provide a reasonable basis for our opinion. 

As discussed in Note 4 to the financial slatements, the Company changed its method of evaluating its uncenain tax positions as of January I, 2007. Also, as 
discussed in Note 5 to the financial statements, the Company changed its method ofaccounting for its defined benetit pension and other post-retirement plans as of 
December 31,2006. 

Tampa, Florida 
February 27. ZOOX 
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TAMPA ELECTRIC COMPANY 

Consolidated Balance Sheets 

.4rrr,s 
fmill#oru) Der 31, 

2007 2006 - -  Property, plant and equipment 

Electnc 
Utlllty plant 1” SeNlCe 

$ 5,262 0 $ 5,026 8 

Gas 
Consmelion work in progress 
Propmy, plant and equipment, at original costs 
Accumulated depreciation 

Other property 
Total property, plant and equipment (net) 

Current assets 
Cash and cash equivalents 
Receivables, less allowance for uncollectibles o f s l . 4  and $1.2 at ~ e c .  3 I ,  2007 and 2006, 

Inventories, at average MSI 

Fuel 
Materials and supplies 

Current regulatory assets 
Current deivativc assets 
Taxes receivable 
Prepayments and other current assets 

Total current assets 

Deferred debits 
Unamortized debt expense 

Long-term derivative assets 
Other 

Total deferred debits 
Toel assets 

Long-term regulatny assets 

The accompanying notes arc an integral pan of the consolidated financial statements 
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917.4 877.7 
363.6 3 18.9 

6,543.0 6,223.4 
(1,808.6) (1.760.5) 
4,734.4 4,462.9 

4.5 4.4 
4 738.9 4,467.3 

11.9 5.1 

238.8 234.9 

66.2 63.7 
5n.a 51.3 
67.4 255.7 

0.3 0.1 
2.9 15.0 

11.6 11.2 
451.1 637.0 

22.9 20.8 
186.8 231.3 
I .9 0. I 

11.7 8.6 
223.3 260.8 

$ 5,419.3 - 

- _ _  

- _ _  

- -  
L -  

-- 
-- 

-- -- - 
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TAMPA ELECTRIC COMPANY 

Consolidated Balance Sheets (continued) 

Linbilina and Cmitui 
lmiffiansl De<. 31, 
Capital 

Common stock 
Accumulated othcr comprehensive loss 
Retained eamings 

Total capital 

Total capitalization 
Long-term deb% less amount due within one year 

Current liabilities 
Long-term debt due within one year 
Notes payable 
Accounts payable 
Customer deposits 
Current replatory liabilities 
Current derivative liabilities 
Current deferred income taxes 
Interest accrued 
Taxes acclued 
Other 

Deferred credits 
Tola1 current liabilities 

Nonslurent deferred incmc taxes 
Investment tax credits 
Long-tenn derivative liabilities 
Long-term regulatory liabilities 
Other 

Total deferred credits 
Totll lirbiiities and eapiW 

The accompanying notes are an integral part of the consolidated financial ~tatements. 
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2006 

S 1.510.4 
(5.C) 

295.6 
1,801.C 
1,844.8 
3,645.8 

5.1 
25.0 

237.6 
138.1 
35.4 
26.0 

0.3 
23.5 
16.8 

__ 11.3 
5 19.7 

407.5 
12.0 
0.1 

582.7 
251.5 

1.253.8 
$ 5419.3 =-b 

2007 

$ 1,428.6 

284.9 
1,713.5 
1,601.4 
3,314.9 

156.1 
48.0 

222.8 
129.5 
46.7 
70.3 

26.6 
19.4 
11.2 

781.0 

390.5 
14.6 
3.7 

555.3 
305.1 

1269.2 
$ 5365.1 & 

- 

50.4 
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TAMPA ELECTRIC COMPANY 

Consolidated Statements of Income m d  Comprehensive Income 

(“OnY, 

Revenues 
t-orlhryrurs mdedDer. 31, 

Electric (includes franchise lees and gross receipts taxes ofS87.4 in 2007, $81.4 in 2006, and $70.6 million in 

Gas (includes franchise fees and gross meip t s  taxes of$23.8 in 2007, S22.X in 2006, and $1 6.6 million in 
200s) 

2005) 

Total revenues 
EXpeDW 

Operations 
Fuel 
Purchased power 
Cos1 ofnahlral gas sold 
Other 

Maintenance 
Depreciation and amortimion 
Taxes, federal and state 
Taxes. other than income 

Total expenses 
Income from operations 
Other income 

Allowance for other funds used during consrmction 
Other income, net 

Total other income 

Interest on long-term debt 
Other interest 
Allowance for borrowed lunds used dunng construction 

Interest charges 

Total interest charges 
Net income 
Other comprehensive loss, net of tar 

Net unrealized losses on cash flow hedges 
Other comprehensive loss, net of tax 

Comprehensive Income 

2007 

S 2,188.4 

599.1 
2,787.5 

947.9 
271.9 
389.9 

113.9 
218.7 
99.8 

__ 174.6 
2 496.5 

291.0 

4.5 
10.5 
15.0 

118.3 
12.6 

129.2 

279.8 

L 

(1.7) 

I 76.8 

(5.0) 
(5.0) 

$ 171.8 

2006 

$ 2.084.9 

577.0 
2,661.9 

906.8 
221.3 
365.3 
293.5 
111.8 
222.8 
96.8 

172.4 
2,390.7 

271.2 

2.7 
14.3 
17.0 

106.7 
17.0 

122.6 
165.6 

(1.1) 

- 
- 

6 165.6 

TUOS 

$ 1,746.2 

549.5 
2,295.7 

546.8 
269.7 
350.2 
269.7 
91.8 

222.1 
107.8 
153.8 

2,011.9 
283.8 

- 

6.3 
6.3 

9x.3 
15.1 

113.4 
176.7 

- 

- 
- 

$ 176.7 

The accompanying notes are an integral pm of the consolidated condensed financial statements 
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TAMPA ELECTRIC COMPANY 

Consolidated Statements of Cash Flows 

Net income 
Adjustments to reconcile net income to net cash f" operating activitia: 

Depreciation 
Deferred income taxes 
Investment tax credits, net 
Allowance far funds used during construction 
Gain on sale of businesslasets. pretax 
Deferred recovery ClaUSe 

Receivables, less allowance for uncollectibles 
IWentOneS 
Prepayments 
Taxes accrued 
Interest accrued 
Accounts pyablc 
Other 

Cash flows from operating activities 
Cash flows from investing activities 

Capital expendimes 
Allowance for funds used during construction 
Net proceeds from sale of assets 
Purchase of B business 

Cash flows used in investing activities 
Cash flows from financing activities 

Common stock 
Proceeds from long-term debt 
Repayment of long-term debt 
Nel decrease in short-term deb1 
Dividends 

Net increase io cash sod cash equivalents 
Cash and cash equivalents at beginning of period 
Cash and c8sh equivalents at end of period 

Supplemental disclosure of rash flow information 
Cash paid during the year for: 
lnterest 
Income taxes 

Cash flows used in financing aclivities 

2007 

$ 176.8 

218.7 
(45.6) 
(2.5) 
(4.5) 
(0.4) 

123.7 
(3.9) 
(9.2) 
(0.3) 
9.5 

(3.1) 
(20.1) 

5.9 
445.0 

(423.0) 
4.5 
0.4 
- 

(418.1) 

81.8 
444.1 
(3569) 

(23.0) 
(166.1) 

(20.1) 
6.8 
5.1 

$ 11.9 - 
$ 123.3 
6 135.0 

2006 

$ 165.6 

222.8 
(23.2) 

(2 .5 )  
(2.7) 
- 
53.4 
0.6 

(1.3) 
(3.3) 
24.5 

I .2 

29.8 
455.8 

(420.4) 

(9.1) 

2.7 

(1.4) 
(419.1) 

- 

51.8 
327.5 
(91.9) 
(I 67.0) 
(169.4) 
(49.0) 
(12.3) 
17.4 

$ 5.1 

$ 106.9 
$ 100.1 

2005 

$ 176.7 

222 I 
72.2 
(2.6) - 
- 

(154.3) 
(32.4) 
(32.0) 

3.0 
0.1 
0.3 

67.5 
15.1 

335.7 

(246.0) 
~ 

5.3 
- 

(240.7) 

(5.5) 
100.0 

(173.4) 
(78.9) 
16.1 

1.3 
$ 17.4 

$ 100.7 
16 30.3 

The accompanying notes are an inlegral parr of the consolidated financial statements. 
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TAMPA ELECTRIC COMPANY 

Consolidated Statements of Retained Earnings 

Balsoce, beginning of year 
Add Net income 

Deduct Cash dwdends an capital stock 

Balance, end of year 
Common 

Consolidated Statements of Capitalization 

2w7 
$ 284.9 

176.8 
461.7 

166.1 
6 295.6 

- 

- - 

2006 

$ 288.7 
165.6 
454.3 

169.4 
$ 2W.9 

- 
- 
- - 

2mm5 
$ 285.4 - 176 7 

462 1 

173.4 
$ 2887 

- 

- 
Copitul Stwk Ouwandina Cerh Diuidesrlr 

rurr'w Dcc. 31, Peid "' 
RedmAion Plr 

AM0"N - P,;<e - Shnm Amount She 
p"onx, exrrpr shore omuunn) 
Common stock-without par value 
25 million shares aulhorized 

NIA 10 $ 1,510.4'" $ 166.1 
NIA 10 6 1.428.6", $ 169.4 

2007 
20% 

Preferred stooCk-$lOO par value 
I .5 million shares aulhorized, none outstanding. 
Preferred stock--no par 
2.5 million shares authonzed, none outstanding. 
Preference stork-no par 
2.5 million shares authorized, none outstanding. 

(I) Quarterly dividends paid on Feb. 28. May 28, Aug. 28 and Now. 28 dunne2007 
Quarterly dividends paid on Feb. IS, May 15, Aug. I5 and No". 15 during 2006 

(2) Not meaningful. 

The accompanying notes are an inlegral part ofthc consolidated financial Statements. 
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TAMPA ELECTRIC COMPANY 

Consolidated Statements of Capitalization (continued) 

Lon.ellnn Debt 
fmiiiionsl De<. 31, 

Tampa Electric In~tallment  ont tracts payable:"' 
DUE 1007 zonb 

2013 $ 60.7 16 60.7 

far 2006"' 2018 54.2 54.2 

5.1% Refunding bonds (effective rateof 5.70%) 

4.4% Variable rate for 2007""" (effective rate of 4.60%) and fixed rate 4.0% 

4.6% Vanable rate for 20071"a' (effective rate of4.81%) and fixed rate 
4.25% for2006"' 2020 20.0 20.0 

5.5% Refunding bonds (effective rate of 6.27%) 2023 86.4 86.4 
4.7% Variable rate for 2007"- (effective rate 0f4.72~4) and tined rate 4.0% 

5.3% Variable rate for 2007'2"s (effective rate of 5.52%) and fixed rate 
for2W6"' 2025 51.6 51.6 

5.85% for2006 2030 75.0 75.0 

4.6% Variable rate for 2007""' (effective rate of 5.30%) and 3.89% for 2006 2034 86.0 86.0 
Notes: 5.375% 2007 - 125.0 

6.375% (effective rate of 7 . 3 5 % ) ~ ~ ~  2012 330.0 330.0 
6.875% (effective rate of h,YS%)U, 2012 210.0 210.0 

Peoples Gas System 

6.25% (effective rale of 6 . 3 % p  
6.55% (effective rate of 6.6%p 
6.15% (effective rate ofb.h%p 

Senior Notes:'.'"' 
10.35% 
10.53% 
10.30% 
9.93% 
8.00% 

Notes: 5.315% 
6.875% (effective rate of 6.98%)"' 
6.375% (effective rate of 7.35%p 
6.15% (effective rate of 6.28%)'*' 

2014-2016 250.0 250.0 
2036 250.0 250.0 
2037 190.0 - 

1,663.9 1,598.9 

2007 
2008 

2008-2009 
2008-2010 
2008-2012 

2007 
2012 
2012 

1 .a 
I .0 2.0 
z.m 3.8 
3.0 4.0 

14.9 17.0 
25.0 

40.0 40.0 
70.0 70.0 

- 

~ 

2037 60.0 - 
191.7 162.8 

1.855.6 1.761.7 
Unamonired debt premium (discount), net 

Less a m o ~ n t  due within one year 
Total long-term debt 

( I  j Tax-exempt aecurities. 
(2) Composite year-end interest rate. 
(3) 

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

The interest rate on these bonds was fined for a five-year term on Aug. 5,2002; upon expiration of that term the bonds were issued in an auction rate mode. 

These SecUTities are subject to redemption in whole or in pan, at any time, at the omion ofthe c o m ~ a n v  
These long-tenn debt agreements contain various restrictive financial covenants. 
The notes pay interest at an auction rate since refinancing in 2007. 
The notes pay interest at an auction rate since refinancing in 2006. 
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TAMPA ELECTRIC COMPANY 

Consolidated Statements of Capitalization (continued) 

At Dec. 3 I ,  2007, total long-term debt had a carrying amount of $ I  J55.6 intillion and an estimated fair markel value of $1,932. I million. At Dec. 31, 2W6, total 
long-term debt had a carrying amount of$1,761.7 million and an estimated fair markel ~ a h e  of $1.833.2 million. The estimated fair market value of long-tem debt was 
based on quoted markel prices for the same or similar issues, on the wment rates offered for debt ofthe same remaining maturities, or for long-term debt issues with 
variable rates lhat approximale market rales, at carrying amounts. me carrying amount of long-ten" debt due within one year approximated fair market value because 
of the shon inaturiry of these insmments. 

A substantial part of the tangible assets ofTampa Electric is pledged as collatffdl for the first mortgage bonds issued under Tampa Electric's first mongage bond 
indenrums. There are currently no hands outstanding under Tampa Electric's first mortgage bond indenture, and Tampa Electric could cause the lien associated with 
this indenture to be released at any time. Maturities and annual sinking fund requirements of long-term debt for the years 2008 through 2012 and thereafter are as 
f"lI0ws: 

Long-Term Debt Maturities 

Peoples Gas 
Total long-term deb1 maturities 

5.7 5.5 3.1 3.4 60.0 191.7 
$ 5.7 $ 5.5 3 . 1 $  3 . 4 $ 6 5 3 . 4 $  1 , 1 8 3 . 9 s  1,855.6 - 

The accompanying notes are an integral pan of the consolidated financial StateinentS 
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TAMPA ELECTRIC COMPANY 

Notes to Consolidated Financial Statements 

1. Significant Aecounling Policies 

The significant accounting policies are ais follows: 

Basis of Accounting 

Tampa Electric Company maiotains its accounts in accordance with recognized policies prescribed or permitted by the Florida Public Service Commission 
(FPSCJ and the Fedenl Energy Regulatory Commission (FERC). These policies confonn with generally accepted accounting principles in all material respects. 

The impact of S t a i r "  of Financial Accounting Standard (FAS) No. 71, Accounrinr.for rhe Effrccrs qf Cwioin Typer ofReguloiion, has been minimal in the 
company's experience, but when cost recovery is ordered over a period longer than a Rxal year, costs are recognized in the period that the regulatory agency recognizes 
them in accordance with FAS 71. 

The company's retail and wholesale bus ins se  are regulated by the FPSC and related FERC, respectively. Pkes  allowed by both agencies are genmlly baed  
on recovery ofpNdent costs incurred plus a reasonable retum on invested capital. 

Principles of Consolidation 

Tampa Electric Company i s  a wholly-awed subsidiary ofTECO Energy, Inc, and i s  comprised ofthe Electric division. generally referred to as Tampa Electric, 
and the Natural Gas division. generally referred to as Peoples Gas System (PGSJ. All significant intercompany balances and intercompany innsactiom have been 
eliininaled in consolidation. 

Thhc use of estimates is inherent in the preparation of financial statements in accordance with generally accepted accounting principles (GAAP). Actual results 
could differ from these estimates. 

Planned Major Maintenance 

Tampa Electric and PGS expense major maintenance costs as incurred. Concurrent with a planned nmjor maintenance outage, the cost of adding or replacing 
relirement units-of-properry is capitalized in confnmity with FPSC and FERC regulalians. 

Depreciation 

Tampa Eiecmc computes depreciation expense by applying composite. straight-line mtes (approved by the state regulatory agency) to the investment in 
depreciable propmy. Total depreciation expense for the years ended Dec. 31,2007.2006 and 2005 was $215.5 million, $2 17.4 million and $21 5.0 million, respectively. 
There were no plant acquisition adjumients in 2007 or 2006, however acquisition adjusnnents of $I 0.0 inillion occurred in 2005. The provision for total regulated 
utility plant in service, expressed as a percentage a f the  onginal EOSI ofdcpreciable property, was 3.7% for 2007.3.9% for 2006 and 40"h for 2005 as approved by thc 
FPSC. Const"ction work-in progrss is not depreciated until the asset is completed or placed in service. 

Allowance for Funds Used During Construction (AFUDC) 

AFUDC is a "on-cash credit to income with a corresponding charge to utility plant which represents the cost ofbarrowed funds and a reasonable ream on other 
funds used for construction. AFUDC is recorded in years when the capital expenditures on eligible projects exceed approximately $36 million. The base on which 
AFUDC is calculated excludes construction work-in-progress which has heen included in rate base. The rate used to calculate AFUDC is revised periodically to reflect 
significanl changes in Tampa Electric's cost ofcapital. The rate was 7.79% Tor 2001 and 2006. No projects qualified for AFUDC in 2005, while total AFUDC for 2007 
and 2006 was $6.2 million and S 3.8  million^ respectively. 
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Deferred Income Taxes 

Tampa Electric Company utilizes the liability method in the measurement of deferred income taxes. Under the liability method, the temporary differences 
beween the financial ~tatement and tan bas= of assets and liabilities are reported as deferred taxes measured at current tax rates. Tampa Electric and PCS are regulated, 
and their books and records reflect approved regulatory treatment. including certain adjustments to accumulated deferred income tares and the establishment of a 
corresponding regulatory tax liabiliry reflecting the amount payable to e u s t o m e ~ ~  through future rates. 

Investment Tar Credits 

Investment tax credits have been recorded as deferred credits and are being amortized as reductions to incoinc tar expense over the service l ives ofthe related 
p'0peVty. 

Revenue Recognition 

Tampa Electric Company recognizes revenues consistent with the Securities and Exchange Commission's Staff Accounting Bulletin (SAB) 104, Revenue 
Recugnirrun in FimncialS~o~emen~s. Except as discussed below, Tampa Electric Coinpany recognizes revenues on a gross basis when eamed for the physical delivery 
ofproducts or services and the risks and rewards of ownership have tlansferrcd to the buyer. 

The regulated utilities' (Tampa Electic and PCS) retail businesses and the prices charged to c u s t ~ m e r ~  are regulated by the FPSC. Tampa Electric's wholesale 
business is regulated by FERC. See Note 3 for a discussion of significant regulatory matters and the applicability of Financial Accounting Standard No. (FAS) 71, 
A ~ c u ~ m i i n ~ . / o r  Ihc E/@clv qfcerloin TJ'pa c~/Regulalion , t o  the campany. 

Rer,enues and Cost Recovery 

Revenues include amounts resulting from cost recovery clau~es which provide for monthly billing charges to reflect increases or decreases in fuel, purchased 
power, consewation and environmental costs for Tampa Electric and purchased gas, interstate pipeline capacity and conservation costs for PCS. These adjustment 
factors are based on costs incurred and projected for a specific recovery period. Any over- or under-recovery of costs plus an interest factor are taken into account in the 
process of setting adjushnent factors for subsequent recovery periods. Over-recoveries of costs are recorded 8s deferred credits. and under-recoveries of costs are 
recorded as deferred charges. 

Certain other costs incurred by the regulated utilities are allowed to be recovered from customers through prices approved in the regulatory pmcas .  These costs 
are recognized as the associated revenues are billed. The regulated ulilities B C C W ~  base revenues for services rendered but unbilled to provide a closer matching of 
revenues and expenses (see Note 3). As o f  D e .  31,2007 and 2006, unbilled revenues of1646.6 million and 547.8 million. respectively, are included in the 
"Receivables" line item on Tampa Electric Company's Consolidated Balance Sheets. 

Tampa Electric purchases power on a regular basis primarily to meet the needs of its retail customers. Tampa Electric purchased power from non-TECO Energy 
affiliates at a cost of $271.9 million. 5221.3 million and 5269.7 million, for the y c m  ended Dec. 31,2007,2006 and 2005, respectively. The prudently incurred 
purchased power costs at Tampa Electric have historically been recovered through an FPSC-approved cost recovery clause. 
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Accounting for Excise Taxes, Franchise Fees and Gross Receipts 

bills for franchise fees and gross receipt laxes are included as revenues on the Consolidated Statements of Income. These amounts totaled $1 1 I .2 million, $104.2 
million and $87.2 million, for the years ended Dec. 31, 2007,2006 and 2005, respectively. Franchise fees and gross receipt taxes payable by the regulated utilities are 
included as an expense on the Consolidated Statements of Income in “Taxes, other than income”. Fur the yean ended Dec. 3 I ,  2007,2006 and 2005, these totaled 
$1 10.9 million. $104.0 million and $87.0 million, respectively. Excise taxes paid by the regulated utilities are not Inaterial and are expensed as incurred. 

Asset Impairments 

  am pa electfinc Company accounts for long-lived assets in accordance with FAS 144. Accounlirrg,for rhe lmpoinnenr 01 Disposd qfLong-Livrd Assers ,which 
supw~edes FAS 121. .4~~01mr;ngf i , r  rhe l ~ a i r m e n l  of Lung-LivedA.wrs and Lung-Lived Asser.~ ID he Disposedqf. FAS I44 addresses accounting and reporting for 
the impairment or disposal of long-lived assets, including the disposal of a component a f a  business. 

Tampa Electric Company is allowed to recover celfain costs incurred from customers through pnces approved by the FPSC. The amounts included in customers’ 

In accordance with PAS 144, the company assesses whether there has been iinpainnent of its long-lived assets and certain intangibles held and used by the 
company when such impairmenl indicators exist. As of Dec. 3 I, 2007, the carrying value o f  all long lived assets was determined to be recoverable. No adjustments for 
asset impairments were recorded. 

ReStnctions on Dividend Payments and Transfer of Assets 

Certain long-term debt at PGS contains restrictions that limit the payment of dividends and distributions on the common stock ofTampa Elecmc Company. See 
Note 9 for additional information on significant financial cuvenmls. 

Receivables and Allowance for Uncollectible Accounts 

Receivables consist of Services billed IO residential, commercial, industrial and other customen. An allowance for doubtful accounts is established based on 
Tampa Electric’s and PGS’s collection experience. Circumstances that could affect Tampa Electric’s and PGS’s estimates of uiicollfftible rffeivabks include. but are 
not limited to, customer credit issues, the level ofnatural gas prica, CUstomer deposits and general economic conditions. Accounts are witten off once they are deemed 
to be uncollectible. 

2. New Accounting Pronouncements 

Noneontrolling Interests in Consolidated Financial Statements 

In December 2007, the Financial Accounting Standards Board (FASB) issued Statement of Financial Accounting Standard (SFAS) No. 160, Noncontrol/;,,g 
Itrreresls in Consulrdoled Financiol Slaremenls (FAS 160). PAS 160 was issued to improve Ihe relevance, comparability and transparency of the financial information 
provided by requiring: ounenhip interests be presented in the consolidated statement o f  financial position separate from parent equity: the amount of net income 
attributable to thc parent and the noncontralling interest be identified and presented on the face ofthe consolidated statment of income; changes in the parent’s 
ownership interest be accounted for consistently; when deconsolidating, that any retained equity interest be measured at fair value; and that sufficient disclosures 
identify and distinguish between the interests of the parent and noncontrolling owners. The guidance in FAS 160 is effective for fiscal years beginning on M aRer ~ e c .  
15,2008. The company is currently assessing the impact of FAS 160, but d w s  nut believe it will be material to its results oioperations, statement ofposition or ,.ash 
flaws. 
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Business Combinations (Revised) 

In December2007, the FASB issued SFAS No. 141R, Business Comhinoriom (FAS 141R). FAS 141R was issued to improve the relevance, representational 
faithfulness. and comparability of information disclosed in financial statements about business combinations. me Statement establishes principles and requirements for 
how the acquirer: 1) recognizes and measures the assets acquired, liabilities assumed and any nuncontrolling interest in the acquiree; 2) recognizes and measures the 
gwdwill acquired; and 3) determines what information to disclose for usen o f  financial statements to evaluate the effects of the business combination. The guidance in 
FAS 141R is effective prospectively for any business combinations for which the acquisition date is on or aher the beginning of the first annual reponing period 
beginning on or aher Dec. 15,2008. The company will assess the impact of FAS 14 1R in the event it enters into a business combination whose expected acquisition 
date is subsequent to the required adoption date. 

Offsetting Amounts Related to Certain Contracts 

In April 2007, the FASB issued FASB StaffPosilion (FSP) FIN 39-1. This FSP amends FASB lntelpretation No. 39, 0fsdlingofAmounl.s Rrioredlo Cerloifi 
Connncrs by allowing an entity lo offset fair value ainount~ recognized for the right to reclaim cash collateral (a receivable) or the obligation to retum cash collillenl (a 
payable) against fair value ainounls recognized for derivative insmments executed with the same counterpany under a master netting arrangement. The guidance in this 
FSP is effective for fiscal years beginning aher No". 15,2007. The company adopted this FSP effective Jan. 1,2008 without any effect on its  result^ of operalions, 
statement ofposition or cash flows. 

Fair Value Option For Financial Assets and Financial Liabilities 

In February 2007, the FASB issued SFAS No. 159, The Foir Volur OpIio,n,for Finorrciol Assers and Finomid L i o h i l i f i r . ~ - l ~ ~ / ~ d i ~ ~  on amendmenr ,!fFASB 
Slarrmenr No. 115 (FAS 159). FAS 159 permits entities tu choose to measure many financial instrumenls and cenain other i t e m  at fair value that are not cumently 
required to be measured at fair value. The objective of FAS I59 is 10 provide oppanunities to mitigale volatility in reponed eamings caused by measuring related assets 
and liabilities differently without having to apply hedge accounling provisions. FAS I 5 9  is effective for fiscal years beginning afler No". 15,2007. ' h e  company 
adopted FAS 159 effective Jan. I, 2008, but did not elect to measure any financial instruments at fair value. Accordingly. its adoption did not have any effect an its 
results of operations, statement of position or cash flows. 

Fair Value Measurements 

In Seplember 2006. the FASB issued SPAS No. 157. Fair Value Meoruremenfs (FAS 157). FAS I57 defines fair value. establishes a framework for measuring 
fair value under generally accepted accounting principles, and expands disclosures about fair value measurements. FAS I57 emphasizes that fair value is a market- 
based measurement, not an entity-specific measurement, and states that a fair value mea~urement should be determined based on the assumptions that market 
panicipants would use in pricing the asset or liability PAS I57 applies under other accounting pronouncements that require or permit fair value mea~urement~ 

FAS 157, among other things, requires the company to maximize the use of observable inputs and minimize the use of unobservable inputs when measuring fair 
value, and specifies a hierarchy of valuation t%hniques based on whether the inputs 10 those valuation techniques are observable or unobservable. Observable inputs 
reflect market data obtained from independent sources, while unobservablc inputs reflect the company's market assumptions. SFAS I57 defines the following fair value 
hierarchy, based on these two types of inputs: 

Level I-Quoted prices for identical i n s t tw" t s  in active markets. 

Level 2-Quoted pnces for Similar instruments in active markets; quoted prices for identical or similar i n s t r~men t~  in markets that are not active; and 
model derived valuations in which all significant inputs and significant value drivers are obselvable in active markets. 

Level 3-Model derived valuations in which one 01 more significant inputs or significant value ddvers are unobservable. 
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The effective date is for fiscal yean beginning afler No". 15,2007. In November of 2007, the FASB granted a one year deferral far "on-financial assets and 
liabilities. As a result. the company adopted FAS I57 effective Jan. 1. ZOOX for financial assets and liabilities. Financial assets and liabilities of the company measured 
at fair value include derivatives and cenain investments, for which fair values are primarily based on observable inputs. 

During 2008, the company will continue to evaluate FAS 157 for the remaining non-financial assets and liabilities to be included effective Jan. I ,  2009. The 
company does not believe the impact of adoption for the remaining "an-financial assets and liabilities will be m a t e d  to its results of operations, statement of position 
or cash flows. 

3. Regulatory 

AS discussed in Note 1,  Tampa Electric's and PGS's retail businesses are regulated by the FPSC. Tampa Electric is subject to regulation by the Federal Energy 
Regulatoly Commission (FERc") under the Public Utility Holding Company Act of 2005 ("PUHCA ZOOS"), which replaced the Public Utility Holding Company Act 
of 1935 which was repealed. However, pursuant to a waiver granted in accordance with FERC's regulations, TECO Energy is not subject to cenain of the accounting, 
reford-keeping. and reponing requirements prescribed by FERC's regulations under PUHCA 2005. 

Base R s t e s T n m p a  Electric 

Tampa Electric's rates and allowed return on equily (ROE) range of 10.75% to l2.75% with a midpoint of I I .75"/0 are in effect until such time as changes are 
occasioned by an agreement approved by the FPSC or other FPSC actions resulting fram rate or other proceedings initiated by Tampa Electric, FPSC staffor other 
interested panies. Tampa Electric's base rdtes were last set in a 1992 proceeding. 

Cost Recovery-Tamps Electric 

In September 2007. Tampa Electric filed with the FPSC for approval of fuel and purchased power, capacity, environmental and conservation cost recovery rates 
Cor the period January 200X through December 2008. In November 2007, the FPSC approved Tampa Electric's requested changes. The rates include the impacts of 
natural gas and coal prices expected in 2008. the refund of the overestimated 2007 fuel and purchased power expenses, the collection ofpreviously unrecovered 2W6 
fuel and purchased power expenses, the proceeds from the actual and projected sale ofexcess sulfur dioxide (SO, )emissions allowances in 2007 and 2008 and the 
operating EOSI for and a return on the capital invested on the Selective catalflic reduction (SCR) projects to enter service on Big Bend Units 3 and 4 as well as the 
operating and maintenance (O&M) costs associated with the Big Bend Units I and 2 pre-SCR projmts, which are required by the Environmental Protection Agency 
(EPA) Consent Decree and Florida Depilllment of Environmental Protection (FDEP) Consent Final Judgment. (See Note 12 for additional details regarding projected 
mvimnmental expenditures). In addition, the rates reflect the FPSC's September 2004 decision to reduce the annual EOSI recovery amount for water transportation 
services for coal and petroleum coke provided under Tampa Electric's contract with TECO Transport described below. As pan ofthe regulatory process, it is 
reasonably likely that third panies may intervene on similar matters in the future. The company is unable to predict the timing, nature or impact of such future actions. 

Base Rates-PGS 

PGS' rates and allowed ROE ruge of 10.25% to 12.25% with a midpoint of 11.25% are in effect until such time as changes are occasioned by an agreement 
approved by the FPSC or other FPSC actions resulting from rate or other proceedings initiated by PGS. FPSC staff or other interested panies. PGS' f u m n t  base rates 
have been in effect since 2003 
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Cost Recovery-PGS 

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

SO, Emission Allowmees 

The Clean Air Act Amendments of I990 established SO: allowances IO manage the achievement of SOl emissions requirements. The legislation also established 
a market-based SO, allowance trading component. 

An allowance authorizes a utility to emit one ton of SO, during a givcn year. The EPA allocates  allowance^ to utilities based on mandated emissions reductions. 
At the end ofeach year, a utility must hold an amount of allowances at least equal to its annual emissions. Allowances are fully marketable and, once allocated, ,nay be 
bought, sold, traded or banked far use currently or in future years. In addition, the EPA withholds a sinall percentage of the annual SO2 allowances it allocates to 
utilities for auction sales. Any resulting auction proceeds are then forwarded 10 the respective utilities. Allowances may not be used for coinplimce prior to the calendar 
year for which they are allocated. Tanrpa Electric accounts for these using an inventory inodel with a zero basis for those allowances allocated to the company. Tampa 
Electric recognizes a gain at the time o f  sale, approximately 95% of which accrues to retail c u ~ t ~ i n e r s  through the environmental cost recovery clause. 

Over the years, Tampa Elmtric has acquired allowances through EPA allocations. Also, over time, Tampa Electric has sold unneeded allowances based on 
compliance and allowances available. The SO1 allowances unnceded and sold resulted from lower emissions at Tampa Electric brought about by enviionment&l actions 
taken by the company under the Clean Air Act. 

For the year ended Dec. 31,2007, Tampa Electric sold approximately 168,000 allowances, resulting in proceeds of$91. I million, the majority o f  which is 
included as a cost recovery clause regulatory liability. In the years ended Dec. 31,2006 and 2005, approximately 44500 and 100.000 allowances were sold for $45.0 
million and 1679.7 million in proceeds, respectively. 

Other Items 

Slwm Damoge Cosr Reoveq .  

Tampa Electric afcmes $4 million annually to fund a FERC authorized self-insured stom damage reserve. This reserve was created aner Florida’s investor 
o w e d  utilities (IOUs) were unable to obtain transmission and distribution insurance coverage due to destructive acts ofnature. 

The FPSC approved Tampa Electric to reclassify approximately $39 million of 2W4 humcane restoration EOE~S as plant in service (rate base). With this 
adjustment and the normal $4 million mnwal storm BCCIIIPI, Tampa Electric’s stonn reserve was $20.0 and $16.0 million as of Dec. 31,2007 and 2006, respectively. 

Coal Trampor-lorion Conlracl 

In September 2004, the FPSC voted to disallow a portion ofthe costs that Tampa Electric can recover from its customen for water transportation services under 
a five year transportation agreement ending Dec. 31,2008. The amounts disallowed, and excluded from the recovery under the fuel adjustment clause. were 
$IS.lmillion, 1615.3 million and $14.1 million fortheyearsended Dec. 31,2007,2006and 2005, respectively. 

Regulatory Assets and Liabilities 

Tampa Electric and PGS maintain their  account^ in accordance with recognized policies of the FPSC. h addition, Tampa Electric maintains its ~ ~ L C O U ~ ~ S  in 
accordance with recognized policies prescribed or permitted by the Federal Energy Rcgulatory Commission (FERC). 
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Regulatory Assets and Libilit ies 

Regulntoly assets: 
Regulatory tax asset" 

Other: 
cost recovery clauses 
Post-retirement benefit asset 
Deferred bond refinancing Costs''' 
Environmental remediation 
Competitive rate adjustment 
Other 

Total other rcgulatory assets 

Total regulatory assets 
Less: Curreni portion 

Regulatory liabilities: 
Long-term regulatory assets 

Regulatory tax l i ab i l i v  

Other: 
Deferred allowmee auction credits 
Cost E C O V ~ N  clauses 
Environmental remediation 
Transmission and delivery slorm reserve 
Deferred gain on property sales'" 
Accumulated reserve-COS1 of removal 
Other 

Total other regulatory liabilities 
Total regulatory liabilities 
Less: Current portion 
Long-term regulatory liabilities 

(1) 
(2) 
(3) 

Related to plant life and derivative positions. 
Amorliced over the tenn of the related debt instrument. 
Amonired over a 5-year period with various ending dales. 

Tampa Elecmc and PGS apply the accounting treatment permitted by SFAS No. 71, Ar.cuu~lin~/or fhr Effem ofCrrIain Types qflleplofiun. Areas of 
applicabilily include: defeml of revenues and expenses under approved regulatory agreements; revenue recognition resulting k i n  cost recovery clauses that provide 
for monthly billing charges to reflect increases or decreases in fuel, purchased power, consewation and environmental costs; and the deferral ofcosts as regulatory 
assets to the p e n d  that the regulatory agency recognizes them when cost recovery is ordered over a period longer lhan a fiscal year. Details o f  the re&mry assets and 
liabilities 8% of Dee. 3 I ,  2007 and 2006 are presented in the following table: 

All regulatory assets arc being recovered through the regulatory process. The following table further details our regulatory assets and the related recovery 
periods: 

115 

Der. 31, a 
$ 62.5 

47.2 
97.5 
25.5 
11.4 
5.4 
4.7 

191.7 
254.2 

61.4 
5 186.8 - 
$ 18.8 

0.1 
189  
11.4 
20.3 

4.7 
543.5 

0.4 
599.3 
618.1 

35.4 
F 582.1 = 

Der.31. 
2006 

$ 49.5 

239.2 
148.9 
26.7 
12.3 
5.5 
4.9 

437.5 
487.0 
255.1 

5 231.3 - 
6 20.6 

0.8 
28.9 
12.3 
16.3 

6.8 
516.1 

0.2 
581.4 
602.0 

46.7 
16 555.3 - 
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Regulatory assets 

(mwons) m e .  31, 

Clause recoverable" 6 52.6 S 244.7 

101.7 152.6 Eaming a rate ofrerum'" 

62.5 49.5 Regulatory tan assets" 

2007 2006 - -  

Capital SCNCIUI~ and other' 

Total 
37.4 40 2 

$ 2542 5 487.0 
_ _ -  
= =  

(1) 

(2) 
(3) 

To be recovered through cost recovery clauses approved by the FPSC on a dollar for dollar basis in the next year. The decrease between years is principally due 
to the recovery of previously unrecovered fuel  costs. 

Primarily reflects allowed working capital, which is included in rate base and eams an 8.2 % rate ofretum as permitted by the FPSC. 
"Regulatory tax assets" and "Capital stmctu~e and other'' regulatoly assets have a recoverable period longer than a fiscal year and are recognized over the period 
authorized by the regulatory agency. Also included are unamortized loan costs which are amonized over the life ofthe related debt instruments. See footnotes 1 
and 2 in the prior table for additional information. 

4. Income Tax Expense 

Tampa ElFCtriC Company is included in the filing o f a  consolidated federal income tax retum with TECO Energy and its affiliates. Tampa Electric Company's 
income tax expense is based upon B separate m u m  computation. Tampa Electric Company's effective tax rates for the twelve months ended Dec. 3 I ,  2007 and 2006 
differ from the staNtoly rate principally due to state income taxes, amortization of investment tax credits, and the domestic activity production deduction. The decrease 
in the effective ta? rate between years is principally due to lower permanent differences including a favorable increase in the domestic activity production applicable 
statutory percentage from 2006 to 2007. 

In June 2006, the FASB issued FIN 48, Accouvlins for  Uncerloin~y m Income T a r a i m  interpr-mrmn gf FASB Stolemen1 No. IVY, Accounr;ns,for Income 
Toxes . FIN 48 addresses the determination ofwhether tan benefits claimed OT expected to be claimed on a tan retum should be recorded in the financial statements 
Under FIN 48, Tampa Elecmc Company may r eeas i ze  the tax benefit from an uncertain tax position only if it is more likely than not that the tax position will be 
sustained on examination by the taxing authorities, based on the technical merits ofthe position. FIN 48 provides that the tax benefits recognized in the financial 
statements from such B position should be measured based on the largest benefit that has a greater than fitly percent likelihood ofbeing realized upon ultimate 
Settlement. FIN 48 also providm guidance on derecognition, classification. inmest and penalties on income taxes, accounting in interim periods and requires increased 
disclosures. 

Tampa Electric Company adopted the provisions of FIN 48 effective Jan. I ,  2007 with no impact. Tampa Electric Company recognizes accrued interest and 
penalties assaeiated with uncertain tax positions in "Operation other enpenswthe r"  in the Consolidated Statements aflneome. For the twelve months ended Dec. 3 I, 
2007. Tampa Electric Company did not record any amounts of interest or penalties. 

The lntemal Revenue Service (IRS) concluded its examination of federal income tax returns for the years 2005 and 2006 dunng the year ended 2007. The US.  
federal statute of limitations remains open for the year 2W7 and onward. Year 2007 is currently under examination by the IRS under the Compliance Assurance 
Program, a program in which TECO Energy is a participant. Slate jurisdictions have ~ t a t u t e ~  of limitations generally ranging from 3 to 5 yean from the filing ofan 
income lax retum. The state impact ofany federal changes remains subject IO examination by various States for a period of up to one year after formal notification to the 
states. Years still open to examination by tax authorities in major statejunsdictions include 2002 and onward. 

Thc company does not currently have any uncertain tax positions and does no: anticipate that the total amount ofunrecognized tax benefits will significantly 
increase or decreasc within the next twelve months. 
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Tampa Electric Company's income tax expense is based upon a separate retum computation. Income tar expense consiStS of the following components: 

Income Tax Expense 

2007 
Currently payable 
Deferred 
Amortization of investment lax credits 
Total income tax expense 
Included in other income, net 

Included in operating expenses 
2006 

Currently payable 
Deferred 
Amortization ofinvestment tax credits 
Total income tan expense 
Included in other income, net 

Included in operating expenses 
zoos 

Currently payable 
D&tTed 
Amortization of investment tax credits 
Total income tax expense 
Included in other income, net 

Included in operating expenses 

Fcdrnl - 
5 128.5 

(39.2) 
(2.5) 
5 86.8 

$ 107.4 
(20.3) 

5 84.6 
(2.5) 

5 33.9 
61.7 

( 2 6 )  
$ 93.0 

St.,,= 

5 21.2 
(6.4) 
~ 

s 148 

5 14.5 

$ 5.6 
10.5 

5 16.1 

~ 

Deferred taxes result from temporaty differences in the recognition ofcertain liabilities or ~ S S ~ I S  for tax and financial reporting purposes. The principal 
components of the company's deferred tar assea and liabilities recognized in the balance sheet are as follows: 

Deferred Income Tax Assets and Liabilities 

fmllllons) l a  o / D e  31, 

Deferred income tax assets", 

Medical benefits 
Insurance reserves 
lnve~tment tax credits 
Hedging activities 
Pension and post-retirement benefits 
Other 

Total deferred income tax assets 
Deferred income tax liabilities"' 

Property related 
Deferred fuel 
Pension and post-retirement benefits 

Total deferred income tax liabilities 
Net deferred income tax liability 

Certain propeny related assets and liabilities have been netted (I) 

Told 

$ 149.7 
(45.6) 

(2.5) 

2) 
$ 101.6 

5 99.8 

5 124.8 

- 
(23.2) 

5 99.1 

5 96.8 

$ 39.5 
72.2 

$ 109.1 

5 107.8 

A) 

(2.6) 

(1.3) - 

a007 2006 

$ 44.0 $ 42.8 
18.7 17.2 
7.5 8.9 
3.2 - 

37.6 57.5 
27.3 33.0 

$ 138.3 $ 159.4 
- 
16 (494.0) 5 (477.3) 

(14.6) (65.5) 
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Defmed income tax assets and liabilities above arc included in the balance sheet as follows: 

2006 - 2007 - {millions) As of De<. 31. 

Current deferred tax liabilities 16 (0.3) $ (50.4) 
Non-currenl defend  lax liabilities I407 71 (390.5) 
Total 

The total income tax provisions differ From amounts computed by applying the federal statutory tan rate to income before income fanes for the following 
reasons: 

Effertive h o m e  Tax Rate 

(milli""rJ 

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

State income lax. net of federal income tax 
AllloRi~ation of investment tax credits 
Equity p n i o n  of AFUDC 
Domestic production deduction 
Other 

Total income tax provision 
Provision far income taxes as a percent ofincome from continuing operations. before income taxes 

Consolidated Statements of Cnab Flows 
Cash paid during the year for income taxes 

5. Employee Postretirement Benefits 

2007 

$ 176.8 
101.6 

$ 278.4 
$ 97.4 

9.5 
(2 .5 )  

(2.8) 

__ 

(1.5) 

I .5 
$ 101.6 
__ 
_= 

365% 

$ 135.0 

2W6 
$ 165.6 

99.1 
$ 264.7 
$ 92.7 

9.4 
(2.5) 

2.0 
$ 99.1 
5= 

37.4% 

$ l0O.l 

2005 

$ 176.7 
109.1 

$ 285.8 
$ 1on.o 

10.5 
(2.6) 
- 
- 
I .2 

6 109.1 - 
38.2% 

$ 303 

In September 2006, the FASB issued FAS No. 158. Employer's AccounringJiv D q k d  Benefir Pemion and Olher Poslrefiremmi Plons, an amendmenr (8FASB 
Slalev"lr No. 87, KX, 106 md 112(R). The company adopted FAS I58 on Dec. 3 I ,  2006. This sttandad requires the recognition in the statement offinancial position 
the over-funded or under-funded slatus of a defined benefit postretimnent plan, measured 8% the difference between the fair value ofplan assets and the benefit 
obligation in the case o f a  defined benefit plan, or the accumulated postretirement benefit obligation in the case of other postretirement benefit plans. As a result ofthe 
application of FAS 71 to the impacts of FAS 158, Tampa Eleclnc Company recorded $91.9 million in both benefit liabilities and regulatory assets as ofDec. 3 I ,  2006. 
This standard did oat affect the results ofoperations. 

Pension Benefits 

Tampa Electric Company is a participant in the comprehensive retirement plnns of TECO Energy, including a non-contribulory defined benefit retirement plan 
which covers subslantially all employees. Where appropriate and reasonably detenminable, the portion of expenses, income, gains or losses allocable to Tampa Electric 
Company are presented. Otherwise, such amounts presented reflect the amount allocable to all participants of the TECO Energy retiremen1 plans. Benefits are based on 
employees' age, years of Service and final average eamings. In 2007, Tampa Eleclric Company made contributions totaling $21.4 million to this nan-contributory 
defined benefit plan. 
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Amounts disclosed for pension benefits also include the unfunded obligations for the supplemental executive retirement plans. These are non-qualified, no". 
contributory defined benefit retirement plans available to certain members of senior management. In 2007, Tampa Electric Company made a contnbulion of $0.8 
million to these plans. 

Tampa Electnc Company recorded regulated assets totaling 557.0 million related to the additional minimum pension liability adjustment at De. 3 I ,  2006 and 
$42.1 million for the unfunded pension liability related to the adoption of FAS 158. There were no additional lninimum pension liability adjuwxnts recorded at Tampa 
Elecwlc Company in 2005. 
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Components ofnet pension expense, reconciliation ofthe funded status and the accrued pension liability for TECO Energy, Inc. are presented below. 

TECO Enera  Consolidated 

Obligations and Funded Status 

2007 

s 569.9 
16.C 
33.n 

121.9) 
0.1 

16.11 
0.f 

134.61 
"JZ 

S 557.2 

S 435.2 
56.t 
35.5 

- 

- 
~ 

134.0 
S 492.7 

S 492.7 
557.2 

(M 51 
26.1 
R I  9 
13.2) 
- - 

s 4 . 3  

S 57.2 
"Ja 
d e  

14.51 
134.C) 
2 1 "  

S 40.1 

- 

- 

2006 

S 562.1 
15.8 
30 7 

(4 51 
- 

- 

- 

- 
134.2) 

& 
S 569.9 

s 434.7 
27.0 

1 7  
- 
~ 

134.2) 
S 435.2 

E 435.2 
569.9 

(134.7) 
30.8 

138.8 
14.5) 

~ - 
S 30.4 

S w.1 
nh 
d a  

- 
11 3) 

(103.3) 
35.9 

E 30.4 __ 

Penlion wcn.ntc 

2007 2006 

5 51.2 E 99.1 
- - 

~. - 

11.01 1I.C) 
(228) __ 172.9) - s 33.4 - 

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

ZW7 2006 

$ 557.2 S 569.9 
Accumulabd benefit 1" CXCCII of plan aswt8 (mllltons) 
Roject benefit obligation, meamrement date 
Accuinulated benefit obligation, measwement date 

- -  
493.0 m . 3  
492.7 435.2 Fair value ofplan assets, measurement date 

Componmh of TECO E m w  eonsolidoled Ne1 Peiodic Befiefii Cow 

p"i l l i " "S) 

Net periodic benefit cost: 
Service cost 
Interest EOSI 

Expected retam on plan assets 
Amoniration of 

Actuarial loss 
Prior service (benefit) cost 
Transition (asset) obligation 

Currailment (gain) loss 
Settlement (gain) loss 

Net periodic benefit cost 

$ 16.0 $ I S  8 $ 16.2 
33 0 30.7 32 7 

(36.3) (35.7) (37.2) 

9.1 8.8 4.3 

(0.2) 
(0.5) (0.5) (0.5) 

(0.4) 

~ - 
- - 

I .4 
$ 20.9 S 19.1 $ 16.7 

- - - 
In addition to the costs shown above, $0.6 million ofspecial termination benefit costs were recognized in 2007. Tampa Electric Company's portion afthe net 

periodic benetit costs was $14.1 million, $13.6 million and $9.7 million for2007,2006 and ZWS, respectively. 

The estimated net loss and prior service net (benefits) for the defined benefit pension plans that will he amortized by Tampa Electric Company from regulatov 
assets into net penodic benefit cost over the next f i s a l  year total $1.5 million. 

Other Postretirement Benefits 

TECO Energy and its subsidiaries currently provide certain postretirement health care and life insurance benefits for substantially all cmployee~ miring after age 
50 meeting cenain Sewice requirements. Tampa Electric Company's contribution toward health care coverage for most employees who retired after the age of 55 
beween Jan. I, I990 and Jun. 30,2001 is limited to a defined dollar benefit based on sewice. The company contribution toward pre-65 and post-65 health care 
coverdge for mosl employees retinng on or after Jul. 1,2001 i s  limited to a defined dollarbenefit based on an age and service schedule. In 2008, the company expects to 
make a contribution of about $10.5 inillion to this propam. Postretirement benefit levels are substantially unrelated IO salary. The company reserves the right to 
tenninate or modify the plans in whole or in part at any time. 

In 2003, the Medicare Prescription Drug, Improvement and Modemiration Act of 2003 (the MMA) was signed into law. Beginning in 2006, the new law added 
presaiption drug coverage to Medicare, with a 28% tax-free subsidy to encourage employers to retain their prescription dmg programs for retirees, along with other key 
provisions. TECO Energy's current retiree medical p m g "  for those eligible for Medicare (generally over age 65) includes coverage fur prescription drugs. The 
company has determined that prescription drug benefits available to ceflain Medicare-eligible participants under its defined-dollar-benefit postretirement health care 
plan are at least "actuarially equivalent" to the standard dNg benefits tu be offered under Medicare Part D. 
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In 2004. the FASB issued FSP 106-2, Acmuniibg and Disclo.sure Requiremenis Relaled IO the Medicare Prescripliun O m ,  Jmprovemeni and Modernimrion 
A d  qf2003 (FSP 106-2). The guidance in FSP 106-2 q u i r e s  (a) that the effects of the federal subsidy he considered an actuarial gain and recognized in the same 
manner as other actuarial gains and losses and (h) certain disclosures for employers that sponsor postretirement health care plans that provide prescription drug benefits. 
TECO Energy and its subsidiaries adopted FSP 106-2 retroactive for the second quaner of2004. 

The company received its first subsidy payment under Part D in 2006 for the 2006 plan year. It has filed and is awaiting approval far its 2001 Pan D subsidy 
application with the Centen for Medicare and Medicaid Services (CMS). 

The following chans summarize the income Statement and balance sheet impact for Tampa Electric Coinpany, as well as the benefit obligations, assets and 
funded SIBIUS. 

Obligations and Funded S t a t u d t h e r  Postretirement Benefits 

(million,) 

Change in benefit obligation 
Net benefit obligation at prior measurement date 
Service cust 
Interest cost 
Plan participants' contributions 
Actuarial (gain) loss 
Curtailment 
Gross benefits paid 
Federal subsidy on benefits paid 
Net benefit obligation at measurement date (Sept. 30) 
Change in plan amets 
Employer contnhurions 
Plan participants' contributions 
Gross benefits paid 
Fair value ofplan assets at measurement date (Sepr. 30) 
Funded status 
Fair value of plan assets 
Benefit obligation 
Funded status at measurement date 
Net contributions after ineasurement date 
U n r e c o & e d  net actuarial loss 
Unrecognized prior service (benefit) cost 
Unrecognized net transition (asset) obligation 
Accrued liability at end of year 
Amounts Recognized in Balance Sheet 

Current liabilities 
Non-current liabilities 
Ptepaid henetit cost 
Accrued benefit EOSI 

Additional minimum liability 
Intangible assets 
Accumulated other comprehensive income 
Net amount recognized at end of year 

Long-term regulatary assets 

I82 

2W7 

S 145.6 
2.3 
8.3 
2.6 

(3.41 
(1.51 

111.5> , ,  
0.8 

$ 143.2 

8.9 
2.6 

(11.5) 

$ -  
143.2 

(143.2) 
2.2 

20.9 
10.3 
9.1 

$ (100.7) 

$ 40.3 
(10.2) 

(130.8) 
"18 

"la 
" l a  
nla 
"la 

$ (1001) 

2006 

S 141.5 
2.3 
7.7 
2.3 
2.3 

(10.0) 
(0.5) 

- 

6 145.6 

7.7 
2.3 

(10.0) 
$ -  

$ -  

- 
145.7 

(1451) 
I .7 

21.6 
13.7 
12.9 

16 (95.8) 

$ 49.8 
(i0.Z) 

(135.4) 
"la 
"la 
"18 

"la 
I d a  

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

2006 2005 - ZW7 Net pcrlodh bcnrtit cost (mllllons): 

$ 2.3 $ 2.3 $ 2.4 
8.3 7.7 7.3 

Service cos1 
Interest COS1 

Amortization of. 
- Actuarial loss n "  

Prior sewice (benefit) cost 
Transition (asset) obligation 
Net periadie benefit cost 

"..l - 
1.7 1.7 1.7 

$ 14.5 S 14.2 $ 13.5 
2.2 - 2. I 2.1 - - -  

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

2007 1006 2005 
$ 20.9 $ 21.6 nla 

(milliO"%) 

Ne1 acNanai loss (gain) - - -  
Prior service cost (credit) 10.3 13.8 "la 
Transition obligation (asset) 9.1 12.2 "la 
Total recognized in regulatory assets $ 40.3 $ 48.2 " la  

- - -  - - -  
The estimated ~ n o r  service cost and transition obligation for the other postrairement benefit plans that will be amanized at Tampa Electric Company from 

regulatory assets inlo net periodic benefit cost over the next fiscal year is $3.2 million. 

Other Postretirement Benefit Plan Assets 

There are no assct~ associated with Tampa Electric Company's other posnetireinent benefit plan. 

Additional Information fer Pensions and Other Postretirement Benefits 

~ c n a i o n  neamt. 
Jmiliio"q 1007 2006 

Increase in minimum liability included in regulalory aSsetS $ - $ 57.0 

Weighted-average assumptions used to determine benefit obligations at  Sep. 30, (the meawrement date) 

Discount Rate 
Rate of compensation increase 

pension Bcnpms 
200, 2006 
6.20% 5.85% 
4.25% 4.00% 

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

Discount Rate 
Expected long-term retum on plan assets 
Rate of compensation increase 

Pension "fit. 
2006 2005 - - 1007 

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

- 
5.85% 5.50% 6.00% 

Other Bencfitn 
1007 1006 

6.2C% 5.85% 
4.25% 4.00% 

Other Benelita 
2006 2005 - - 1007 

5.85% 5.50% 6.00% 
- 

"la " I l l  "/a 
4.00% 3.75% 4.25% 
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The expected retum on assets assumption was based on expectations of long-term inflation, real groulh in the economy, tined incwe spreads and equity 
premiums consistent with our panfolio, with provision for active management and expenses paid. The salary increase assumption was based on the same underlying 
expectation of long-term inflation together with assumptions regarding real growth in wages and company-specific merit and promotion increAseS. The discount rate 
assumption was based on a cash flaw matching technique developed by our outside acNaries and a review ofcurrent economic conditions. This technique inatches the 
yields from high-qualiry (Aa-maded, "on-callable) colporatc bonds Io the company's projected cash flaws for the pension plan to develop a present value that is 
convened to a discount rate 

Healthcare E O S ~  trend rate 
Initial rate 
Ultimate rate 
Year rate reaches nltimzte 

Assumed health care cost mn tes have a sign 
health care cost trend rate5 would have the following ef 

1nt effect on 
E: 

2005 - 2006 - 2007 

9 25% 9.50% 9.50% 
5.25% 5.00% 5.0096 

- 

2015 2014 2013 

amounts reported for the health care plans A one-percentage-pant change m assumed 

(millions) 1% I"C.C*lC I %  Decrciuc 
Effect on tofa1 service and interest cost $ 0.2 rs (0.2) 
Effect on postretirement benefit obligation $ 3.3 5 (2.8) 

Contributions 

On Aug. 17,2006, the President signed the Pension Protection Act of 2006, which it generally introduces new #minimum funding requirements beginning Jan. I, 
21108. TECO Energy's policy is to fund the plan at or above amounts determined by its achmies tu meet ERISA guidelines for minimum annual contributions and 
minimize PBCC premiums paid by the plan. TECO Energy contributed $30.0 million Io the plan in 2007, which included a $25.8 million contribution in addition to the 
$4.2 million minimum contribution required. TECO Energy expects Lo make a $9.0 million contribution in 2008 and average annual contributions of $1 I million in 
2009 ~ 2012. Tampa Electric Company's portion of the pension contciburion in 2008 is estimated at $7.2 million. 

lnfonnation about TECO Energy's expected benefit payments for the pension and postretirement benefit plans follows: 

Expected Benefit Paymentr-TECO Energy 
(including projected service and net ofemployee contributions) 

Expected benefit payments (millions): 
2008 
2009 

201 I 
2012 
2013-2017 

2010 

PC"Si0" 

B.WCt* 

$ 65.4 
44.3 
45.7 
47.0 
48.0 

258.5 
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Defined Contribution Plan 

The company has a defined contribution savings plan covering substantially all employees of TECO Energy and its subsidiaries (the Employers) that enables 
participants to save a portion of their compensation up IO the limits allowed by IRS guidelines. The company and its subsidiaries match up to 6% of the participant's 
payroll savings deductions. Effective July 2004, employer matching contributions w e e  30% of eligible participant contributions with additional incentive match of up 
to 70% of eligible participant contributions based on the achievement of certain operating company financial goals. In April 2007, the nnployer matching contributions 
were changed lo 50% ofeligible participant contributions with an additional incentive match o fup  to 50%. For the years ended Dec. 31,2007,2006 and 2005, Tampa 
Electric Company recognized expense totaling $5.8 million, $4.5 million and $6.3 million, respectively, related to the matching contributions made to this plan. 

6. Short-Term Debt 

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

Credit Facilities 

mc. 31. zoo7 

Lmsn 
Crcdir 8"rrowi"~s "JCxdit 

J,"illimSl Fa<ifi,i<S oursmdinz ('I O",S,mdi"~ 

RWXXSe: 
Tampa Electric Company: 

- $ 

Total $ 475.c s 25.0 $ 

( I )  

S-year facility $ 325.0 $ - 
I -year a ~ ~ o u n t ~  receivable facility 150.0 25.0 - 

- 
=_-  

Borrowings outstanding are reported as notes payable. 

$ 325.0 $ 13.0 $ - 
35.0 - 150.0 ___ 

- - - -  $ 475.0 $ 48.0 $ 

These credit facilities require commitment fees ranging from 9.0 - 17.5 basis points. The weighted average interest mate on outstanding n o t e  payable 81 Dec. 31, 
2W7 and 2006 was 4.76% and 5.45%. respectively. 

Tompa Eleclric Compony Credil Faciiiy 

On May 9, 2007, Tampa Electric Company amended its $325 million bank credit facility, entering into a Second Amended and Restated Credit Agreement. The 
amendment (i) extended the maturity date of the credit facility from Oct. 11.20l0 to May 9,2012 (subject to further extension with the consent o f  each lender); 
(ii) continued IO allow Tampa Electric Company to borrow funds at an interest rate equal to the federal funds rate, as defined in the agreanent, plus a margin, as well as 
a rate equal to either the London interbank deposit rate plus a margin or Ciribank's prime rate (or the federal finds rate plus 50 basis points, ifhigher) plus a margin; 
(iii) allowed Tampa Electric Company IO request the lenders to increase their commitments under the credit facility by up to $175 million in the aggrcgate (compared to 
$50 million under the previous agreement); (iv) continued IO include B $50 million letter of credit facility; (v) reduced the commitment fees and borrowing margins; and 
(vi) made other technical changes. Thc facility requires that at the end or each quarter the ratio of debt to capital, as defined in the agreement, not exceed 65%. As of 
Dec. 31,2007, Tampa Electric Company was in compliance with this requirement. 

Tompa Electric Cumpony A C C U ~ I S  Receivohie Faciliry 

On Jan. 6,2005, Tampa Electric Company and TEC Receivables Cow (TRC), a wholly-owed subsidiary ofTampa Electric Company, entered into a 61 50 
million a ~ c o m t s  receivable collateralized borrowing facility The assets ofTRC are not intended IO be generally available to the creditors of Tampa Electric Company. 
Under the 
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Purchase and Contribution Agreement entered into in connection with that facility, Tampa Electric Company sells andlor contributes to 17(C all of its receivables for 
the sale ofelectricity or gas to its retail customers and related rights (the Receivables), with the exception ofcenain excluded receivables and related rights defined in 
the agreement, and assigns to TRC the deposit accounts into which the proceeds of such Receivables are paid. The Receivables are sold by Tampa Electric Company to 
TRC at a discount. Under the Loan and Servicing Agreement among Tampa Electric Company as Servicer, TRC as Borrower, certain lenders named therein and 
Citicorp North America. Inc. as Program Agent. TRC may banow up IO $1 50 million to fund its acquisition ofthe Receivables under the Purchase Agreement. TRC has 
secured such borrowings with a pledge of all of its assets including the Receivables and deposit accounts assigned to it. Tampa Electric Company acts as Servicer to 
service the collection of the Receivables. TRC pays program and liquidity fees based on Tampa Electric Company's credit ratings. The receivables and the debt ofTRC 
are included in the consolidated financial Statements of TECO Energy and Tampa Elecmc Company. 

On Dec. 20,2007, Tampa Elecmc Company and TRC extended the maturity ofTampa Electric Company's $1 50 million accounts receivable collateralized 
borrowing facility from Dec. 21,2007 to Dec. 19,2008. As part of this extension, the EBITDA to interest covenan1 was eliminated and the debt to capilsl covenant was 
increased from 60% to 65%. 

7. Common Stork 

Tampa Electnc Company is a wholly o w e d  subsidiary ofTECO Energy. Inc. 

IS"= Common Stock 

Shores AMO"!U b-rpmss - Tom1 {miltiom, r x q l p r r  sham mmounrs) 

Balance Dec. 31,2007"' 10 $ 1,510.4 $ - $1,510.4  

10 $ 1,428.6 $ - $ 1,428.6 Balance Dec. 31,2006"' 

(I) 

- 

TECO Energy, Inc. made equity contributions to Tampa Electric of1681.8 million and $51.8 million in 2W7 and 2006, respectively, to support capital needs 
associated with generation expansion and environmental projects. 

8. Commitments and Contingencies 

From time to time, Tampa Electric Company is involved in various other legal. lax end regulatory proceedings before various courts, regddtory cominissions 
and goveminental agencies in the ordinary coune of its business. Where appropriate, accmals are made in accordance with FAS No. 5. Acmunning.for Corrringencies , 
to provide for matters that are probable of resulting in an estimable, material loss. While the outcome orsuch proceedings is uncertain, management does not believe 
thal their dtiinate resolution will have a malerial adverse effect an the company's r e ~ u l t ~  of OperatiOOS 07 finannal condition. 

Superfund and Former Manufnetured Gas Plant Sites "$, 

Tampa Electric Company, through its Tampa Electric and Peoples Gas divisions, is a potentially responsible parry (PRP) for certain superfund sites and through 
its Peoples Gas division, for cenain former manufactured gas plant sites. W i l e  the joint and seven1 liability associated with t h e e  sites presents the potential for 
significant response costs. as of Dec. 3 I ,  2007, Tampa Electric Company has estimated its ultimate financial liability to be approximately $1 1.5 million, and this 
amount has been accrued in the company's financial statements. The environmental remediation cost8 associated with these sites, which are expected to be paid over 
many years, are not expected to have a significant impact on custnner prices 

The estimated amounts represent only the estimated ponion of the cleanup costs attributable to Tampa E l e ~ t r i ~  Company. The estimates to perfonn the work are 
based on actual estimates obtained from contractors, or 
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Tampa Electric Company's expenence with similar work adjusted for site specific conditions and agreements with the respective govemmental agencies. me estimates 
are made in current dollan, arc not discounted and do not assume any insurance recovefies. 

Allocation of the responsibility for remediation costs among Tampa Electric Company and other PRPs is based on each patty's relative ownership interest in or 
usage of a site. Accordingly, Tampa Electric Company's share of remediation costs vanes with each site. In vinually dl instances where other PRPs are involved, those 
PRPs are considered credinvatthy. 

Guarantees and Letters of Credit 

On Jan. I, 2003, Tampa Electnc Company adopted the prospective initial measurement provisions Tar certain types of guarantees, in accordance with FASB 
Interpretation No. (FIN) 45, Guaranlor's Accounring or!dDisclmure Requiremenrs,for Guaranrres, Including Indimct Guaronrees of Indeblehess of Others (on 
inlerprerarion "fFASB Slalemrnls Nu. 5. 57. and 107 and rescission ufFASB lnlrrprrtalion No. 34J . Upon isuance or modification of a guarantee after Ian. 1.2003, 
the company must determine ifthe obligation is subject to either or both of the following: 

Initial recognition and initial mea~urement o f a  liability; and/or 

Disclosure of specific details of the guarantee. 
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Generally, guarantees of the performance ofa  third party or guarantees that are based on an underlying (where such a guarantee is not a derivative subject to 
FAS 133) are likely to be subject to the recognition and measwe", as well as the disclosure provisions. afFlN 45. Such guarantees must initially be recorded at fair 
value, a6 determined in accordance with the interpretation. 

Altematively, guarantees between and on behalf of entities under colmmon control or that are similar to product warranties are subject only to the disclosure 
provisions ofthe interpretation. The company must disclose information as to the term of the guarantee and the maximum potential amount of future gross payments 
(undiscounted) under the guarantee, even if the likelihood of a claim is remote. 

At Dec. 3 I, 2007, Tampa Electric was not obligated under guarantees or letters of credit for the benefit ofthird parties, including entities under common control. 
At Dec. 31.2007, TECO Energy had provided a fuel purchase guarantee on behalf of Tampa Electric and had outstanding letten of credit on behalfof Tampa Electric 
in the face amounts of520.0 million and 50.3 million, respectively. 

Financial Covenants 

In order IO utilize its bank credit facilities, Tampa Electric Company #nust meet certain financial tests as defined in the applicable agreements. In addition, 
Tampa Electric Company has certain restrictive covenants in specific agreements and debt instmments. At Dec. 31,2007. T a m p  Electric Company was in compliance 
with required financial covenants. 

9. Related Party Transactions 

In January 2W6, Tampa Electric purchased two I50-megawatt combustion turbines and other ancillaly equipment from TPS McAdams for $20.6 million. This 
has been included in capital expendihms on the Tampa Electnc Company Consolidated Statements of Cash FIDWS forthe period ended Dec. 31,2006. 

In October 2003, T a m p  Electric signed a five-year ~onlracf renewal with an affiliate company, TECO Transpan, for integrated waterborne fuel transponatian 
~emices  effective Jan. I, 2004. The contract calls for inland river and acean tranylonation along with river terminal storage and blending services For up to 5.5 million 
tons of coal annually through 2008. In December 2007, TECO Energy sold TECO Transport to an unaffiliated parry. (See Note 16, Mergers, Acquisitions and 
Dispositions in Notes to the Consolidated Financial Stnlements of TECO Energy, Inc's Annual Report on Farm IO-K) 

A summary of activitieS between Tamp& Electric Company and its afiliates follows: 

Net transactions with rfli l ists:  

zoos - 2007 2006 - fmiiliom) 

Fuel and interchange related, net $ 93.21>, 5 103.1 $ 82.5 
Administrative and general, net $ 19.6 6 14.5 $ 13.3 

Amounts due from or to affiliates ofthe company at Dee. 31, 

~mllro"s, zoo7 znn6 - 
Accounts receivable" $ 0.7 $ 2.6 

Accounts payable" $ 5.5 6 11.7 

(I) 
(2) 

Accounts receivable and sccounts payable were incurred in the ordinary course of business and do not bear interest. 
Amounts related to the transportation, transfer and storage ofcaal by TECO Transport. 
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I O .  Segment lnformrtion 

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

Segment Information 

/,"i,~O"., 

2007 
Revenues-utsiders 
Sales to affiliates 

Total revenues 
Depreciation and amolfization 
Total interest charges 
Provision for taxes 
Net income 
Total assets 
Capital expendirures 

Revenues-utsiders 
Sales to affiliates 

Total revenues 
Depreciation and amonization 
Total interest charges 
Provision for taxes 
Net income 
Total assets 

2006 

Capital expenditures 

Revenues-utsiders 
Sales 10 affiliates 

Total  revenue^ 

Depreciation and amortization 
Total interest charges 
Provision for taxes 
Net income 
Total assets 
Capital expenditures 

2005 

11. Asset Retirement Obligations 

T",,'. 
ElEd,;< 

$ 2.186.6 
I .R 

$ 2,188.4 
17X.6 
112.2 
85.2 

5 150.3 
4,672.5 

$ 373.8 

$ 2,082.7 
2.2 

$ 2,084.9 
186.3 
107.4 
80.3 

$ 135.9 
4.620.1 

$ 366.4 

6 1,744.3 
2.5 

S 1,746.8 
187.1 
98.3 
90.6 

$ 147.1 
4,438.2 

$ 203.5 - 

- 
$ 599.7 

40.1 
17.1 
16.4 

$ 26.5 
754.3 

$ 49.2 

$ 577.6 

$ 577.6 
36.5 
15.2 
18.8 

$ 29.7 
148.9 

5 54.0 

$ 549.5 

$ 549.5 
35.0 
15.1 
18.5 

$ 29.6 
721.5 

$ 42.5 

- 

- 

(0.6) 
6 (0.6) 

- 5 
(7.5) 

(0.6) 
$ (0.6) 

$ ~ 

(3.5) 

I .2 

218.1 
$ 2,7875 

129.2 
101.6 

$ 176X 
5.4193 

$ 423 0 

$ 2,6h03 
1 6  

$ 2,661 9 
222 8 
122 6 
99 1 

$ 165.6 
5,365.1 

$ 4204 

5 2,293 X 
1 9  

$ 2,295 7 
222.1 
1134 
109 I 

$ 176.7 
5,156.2 

16 246.0 

Tampa Electnc Company accounts for asset retirement obligations under FAS 143, Acc,,unling,fir Assel Retiremen; Obligolions. An asset retirement obligation 
(ARO) for a long-lived asset is recognized at fair value at inception of the obligation if there is a legal obligation under an existing or enacted law or staNte, a witten or 
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oral contract. or by legal cOnSlNclion under the doctrine ofpromissory estoppel. Retirement obligations are recognized only if the legal obligation exists in conne~tion 
with or as a result ofthe permanent retirement, abandonment or sale o f a  long-lived asset. 

When the liability is initially recorded, the cawing  m " n t  ofthe related long-lived assel is correspondingly increased. Over time, the liability is accreted 10 its 
estimated future value. The corresponding amount capitalized at inception is depreciated over the remaining useful life of the asset. The liability must be revalued each 
penod based on current market prices. 

For the years ended Dec. 3 I ,  2007 and 2005, accretion expense was immaterial and no significant revisions to estimated cash flows were necessary. For the year 
ended Dec. 3 I ,  2006, significant revisions to estimated cash flows used in determining the recognized asset retirement obligations were adjusted by $7.3 million at 
Tampa Electric Company. The amount is attributed lo the increased cost ofremoval of materials used in the generation and transmission ofelectricity. 

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

Dec. 3J.  
2006 - 2007 (in millions, 

Beginning Balance 16 26.5 F 18.6 
Revisions to estimated cash flows - 7 1  
Other" 
Ending Balaoce 

0.6 - 0.6 
5 27.1 $ 26.5 - -  

( I )  Accretion expense recorded as a deferred regulatary asset 

AS regulated utilities, Tampa Electric and PGS must tile depreciation and dismantlement studies periodically and receive approval from the FPSC before 
implementing new depreciation ratcs. Included in approved depreciation rates i s  either an implicit net salvqe factor or a cost of removal factor, expressed as a 
percentage. The net salvage factor is principally comprised of hyo components--a salvage factor and a cost of removal or dismantlement factor. n e  company uses 
current cost of removal or dismantlement lactors as pan of the estimation method to approximate the amount of cost ofremoval in accumulated depreciation 

12. Derivatives and Hedging 

Tampa Electric Company enters into futures. towards, swaps and option contracts 10 limit the exposure to interest rate changes for future debt issuance and 
price fluctuations for physical purchases and sales ofnatural gas in the course of normal operations. The company uses derivatives only to reduce normal operating and 
market risks, not for speculative purposes. The company's primary objective is to reduce the impact ofmarket pace volatility on ratepayers, and uses derivative 
instruments primarily to optimize the value ofphysical assets, including generation capacity and natural gas delivny. The risk management policies adopted by the 
company provide a framework through which management  monitor^ various risk exposures. Daily and periodic reponing of positions and other rele~ant metria are 
performed by a centralized risk management group which is independent of all operating companies. 

The company applies the provisions of FAS 133, Accuunlingfir De,ivarive Inrrrummrs and Hedgiq? Aclivilies, as omended by FAS 13X. Accor,nling,fo, 
Crrrairr Derivalivr In.~Inrmerrrs and Crrmin Hedging Aclivily and FAS 149, Amendment on Sloremrnr 133 on Derivalive Inslrmenls and Hedging Acthilies . These 
standards require companies to recognize derivatives as either assets or liabilities in the financial statements, to measure those instruments at fair value, and to reflect 
the changes in the fair value of those instmments as either components ofother comprehensive income (OCI) or in net income. depending on the designation ofthose 
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instruments. The changes in fair value that are recorded in OCI are not immediately recognized in current net income. As the underlying hedged "act ion mamres or 
the physical cammadity is delivered, the defermi gain or loss on the related hedging instwment must be reclassified from OCI to earnings based on its value at the time 
of its reclassification. For effective hedge transactions, the amount reclassified from OCI to earnings is offset in net income by the amount paid or received on the 
underlying physical transaction. Additionally, amounts deferred in OCI related to an effective designated cash flow hedge must be reclassified to cumnt eamings ifthe 
anticipated hedged transaction is no longer probable of occurring. 

At Dec. 31.2007 and Dec. 31,2006, Tampa Electric Company and its afiliates had derivative assets (current and "on-current) totaling $2.2 million and $0.2 
million, respectively, and liabilities (mnent and "on-curel) totaling $26.1 million and $74.0 million, respectively. At Dec. 3 I, 2007, $8.2 million of liabilities are 
related to interest rate swaps. The remaining $2.2 million ofassets and $17.9 million in liabilities are related to nalural gas swaps. At Dec. 31,2006, all assets and 
liabilities were related IO natural gas swaps. 

As a result of applying the provisions of FAS 71 in accordance with the FPSC, the Changes in value ofnatural gas dmivatives are recorded as regulatory assets or 
liabilities to reflect the impact ofthe fuel recovery clause on the risks ofhedging activities Included in the net derivative liability as of Dec. 31,2007 are $8.4 million in 
interest rate swaps related lo the forecasted issuance of debt in 2W8. These swaps qualify and are accounted for as cash flow hedges and the changes in fair value are 
recorded in other comprehensive income. 

BaEed on the fair values of derivatives at Dec. 3 I, 2007, net pretax losses of $1 7.3 million are expected to be reclassified from regulatory assets or liabilities and 
accumulated other comprehensive income to the Consolidated Statement of Income within the next twelve months. However, these amounts and other future 
reclassifications from regulatoty assets or liabilities and accumulated other comprehensive income will fluctuate u,ith movements in the underlying market price of the 
derivative instruments. The company does not cumntly have any cash flow hedges far lnnsactions forecasted to take place in peliods subsequent lo 2009. 

13. Subsequent Events 

Tax-Exempt Auction Rate Bonds 

On Feb. I 9  and Feb. 26.2008 two series of tax-exempt auction-rate bonds totaling $105.8 million issued for the benefit of Tampa Electric Company by the 
Hillsborough County lndust"d Development Authority (HCIDA) experienced failed auctions and, in accordance with the terms of the bond indentures, the seven day 
interest rate on these series reset to 14%. Auctions on Feb. I9 for Tampa Electric's three other series of tax-exempt auction-rate bonds with interest periods of 7 and 35 
days totaling $181.0 inillion settled at interest rates of 10% to 12%. The interest rates set in the Feb. 19 auction of 11% and 12% on the Polk County hdustrial 
Development Authority (PCIDA) Series 2007 and HCIDA Seriu 2007C, respectively, are in effect until Mar. 26. On Feb. 26, the auction for the HClDA Series 2006 
settled at an interest rate of 7.55% for the succeeding ?-day interest pRiod. On Feb. 25 Tampa Electric Company notified the rmstee for the tax-exempt bonds issued for 
the benefit of the company by the HCIDA and PCIDA that the company has elected to purchase in lieu ofredemption the $75 million PCIDA Solid Waste Disposal 
Revenue Refunding Bonds (Tampa Electric Company Project) Series 2007, and the $1 25.8 million HCIDA Pollution Control Revenue Refunding Bonds (Tampa 
Electric Project) Series 2007 A, B and C, on Mar. 26,2008. which is an interest payment date. The company does not intend to extinguish or cancel the bonds upon 
such purchase. 

With respect to the company's remaining tax-exempt auction rate bonds, the $86.0 million HCIDA Pollution Conrrol Revenue Refunding Bonds (Tampa Electric 
Company Project), Series 2006, the company plans to conven such bonds on or after Mar. 19,2008 to a fixed-rate mode pursuant to the terms of the Loan and Tmst 
Agreement governing those bonds, which allows for their: conversion from an auction rate mode to other interest rate modes. 

Because the auction rates reset every 7 days for $1 91.8 million ofthese bonds, and every 35 days for $95.0 million, management determined that 11 would not be 
reasonable or practical tu remeasure the fair value as of the date of this repon, but that the values could be different than the amount included in the fair value disclosure 
in the Consolidated Statements ofCspitaliution . 
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Item 9. CHANGES I N  AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE. 
None. 

Item 9A. CONTROLS AND PROCEDURES. 

TECO Energy, he.  

Conclusions Regarding Effectiveness of Disclosure Controls and Procedures 

TECO Enera ' s  management, with the participation of its principal executive officer and principal financial oflicer, has evaluated the effectiveness of TECO 
Energy's disclosure controls and procedures (as such term is defined in Rules I la- l5(e) and ISd-I5(e) under the Securities Exchange Act of 1934, as amended (the 
"Exchange Act")) as ofthe end ofthe period covered by this annual "port (the"Evaluation Date"). Based on such evaluation, TECO Energy's principal executive 
officer and principal financial officer have concluded that, as of the Evaluation Date, TECO Energy's disclosure controls and procedures are effective. 

Managemeof's Report on Internal Control over Financial Reporting. 

TECO Energy's Management's Report on lntemal Control Over Financial Reporting is on page IO0 of this report 

Because d i t s  inherent limitations, intemal ~ontrol  over financial reponing may not prevent or detect misstatements. A emsol system, no matter how well 
designed and operated, can provide only reasonable assurance with respect to financial statement preparation and presentation. Projections of any evaluation of 
effectiveness to future periods are subject 10 the risk that controls may become inadequate because ofchanges in conditions, or that the demee of compliance with the 
policies or procedures may deteriorate 

Changer in Interns1 Control aver Finsncld Reporting 

There was no change in TECO Energy's intemal control over financial reporting (as defined in Rules 13a-I 5(0 and 15d-I5(0 under the Exchange Act) 
identified in connection with the evaluation of TECO Energy's intemal ~ o n t m l ~  that occuned during TECO Energy's last fiscal quarter that has materially affected, or 
is reasonably likely to materially affect, such ~ o n t r o l ~ .  

Tampa Electric Company 

Conclusions Regarding Effectiveness of Disclosure Controls and Procedures 

Tampa Electric Company's management, with the participation of its principal executive officer and principal financial officer, has evaluated the effectiveness of 
Tampa Electric Company's disclosure controls and procedures (as such l a "  is defined in Rules 13a-I5(e) and l5d-I 5(e) under the Securities Exchange Act of 1934, as 
amended (the "Exchange Act")) as of the end of the period covered by this annual report (the "Evaluation Date"). Based on such evaluation, Tampa Elecmc Company's 
principal executive officer and principal financial officer have concluded that, as of the Evaluation Date, Tampa Elecmc Company's disclosure conlruls and procedures 
arc effective. 

Mmagement'a Report on Internal Control oyer Financial Reporting. 

Tampa Electric Company's Management's Report on lntemal Control Over Financial Reporting is on page 161 of this report 

This annual repan does not include an anestation report of PncewaterhouseCoopen, LLP regarding Tampa Electric Campmy's intemal control over financial 
reponing. Management's report was not subject to amstation by PricewaterhouseCaopers pursuant to temporary rules ofthe Securities and Exchange Commission that 
permit the company to provide only management's repon in this annual report. 
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Because of its inherent limitations, internal contml over financial reporting may not prevent or detect misstatements. A control system, no matter how well 
designed and operated, can provide only reasonable assurance with respect to financial statement preparation and presentation. Projections of any evaluation of 
effectiveness lo Future periods are subject to the risk that controls may become inadequate because ofchanaes in conditions. or that the demee ofcomoliance with the 
policies or procedures may deteriorate. 

Changes in Internal Control over Financial Reporting. 

There was no change in Tampa Electric Company's intemal control over financPal reporting (as defined in Rules l 3 a - I  5(0 and 15d-l5(0 under the Exchange 
Act) identified in connection with the evaluation of Tampa Electric Company's intemal contmls that occurred during Tampa Electric Conipany's last fiscal quarter that 
has materially affected, or is reasonably likely to materially affect, such controls. 

Item 96. OTHER INFORMATION 

None. 
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PART 111 

Item 10. 

( a )  

DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE. 

The information required by Item 10 with respect to the directors of the registrant is included under the caption "Flection of Directors" in TECO Energy's 
definitive proxy statement for its Annual Meeting of Shareholders to he held an A p d  30,2008 (Proxy Statement) and i s  ineorpomred herein by reference. 

(b) The information required by Item 10 concerning executive officers of the registrant is included under the caption "Executive Officers ofthe Registrant" on page 
38 of this repan. 

(c) The information required by Item 10 concerning Section 16(a) Beneficial Ownership Reponing Compliance is included under that caption in the Proxy Statement 
and i s  incorporated herein hy reference. 

Information regarding TECO Energy's Audit Committee, including the committee's financial expens, is included under the caption '%amnittees of the Board 
in the Proxy Statement, and is incorporated herein by reference. 

TECO Energy has adopted a code ofethics applicable to all of its employees, officers and directon. The text of the Srandards oflnlegrify is avaikble in the 
Investors section of the company's website at w. lecoenergy .com.  Any amendments to or waivers ofthe Slondardv cfllntegriw for the benefit of any 
executive officer or director will also he ported on the website. 

(d) 

(e)  

Item 11. EXECUTIVE COMPENSATION. 

The infomiation required by Item I I is included in the Proxy Statement beginning with the caption "Compensation Discussion and Analysis" and ending with 
"Post-Temim&t~on Benefits"jus1 above the caption "Ratification of Appointment of Auditor", and under the caption Tompensation of Directors" and is incorporated 
herein by reference. 
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~~ 

Item 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED STOCKHOLDER MATTERS. 

The informalion required by Item I2 is included under the caption "Share Ownership" in the Proxy Statement, and is incorporated herein by reference. 

Equity Compensation Plan Information 

f fhwsmds, exrrplper shoe price) rui fbl fCJ 

Number o/mcuritiex Nrmhrr 0Jse~ur iUa 
Io brissurd remaining mail#bie/or 

upon a m i s &  OJ Wd@eddvrrage Julvrr bru#nre under 

vyirmf.> m d  righfhr. oumtmdiq option>, p l n r  ( r rdud in~  recuriries 
Pi#" C,,,<ZOry vanants rmdriph,s r e r e d  in d u m n  (q) ''' 
Equity Compensation plaodarrmgemeots spproved by 

ourstandins opcioni, ae,<hrpric. 0, 9 " i W  cumpP"sali0" 

the stoekhdders 
2 w 4  Equity Incentive Plan 8,728 5 20.77 7,501 

8,901 5 20.77 7,690 
1997 Director Equity Plan 173 $ 20.82 189 

Equity compensmtion plandamngementr not approved 
by the stockholders 

Nolle - ~ ~ 

Total 8,901 $ 20.77 7,690 

( I )  

- 
The reported amount fur the 2004 Equity Incentive Plan excludes performance shars which have been issued or may polentially be issued due IO performance. 
subject to a performance-based vesting schedule. Because of the nature of these awards, these shares have also not been laken into acco~n t  in calculating the 
weighted-average exercise price under column (b) ofthis table. 

Item 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE 

The information required by Item 13 is included under the captions "Cenain Relalionships and Related Penon Transactions" and "Director Independence" in the 
Proxy Statement, and is incorporaled herein by reference. 

Item 14. PRINCIPAL ACCOUNTING FEES AND SERVICES. 

The information required by Item 14 for TECO Energy is included under the caption "llem 2--Ratification o f  Appointment of Auditor'' in the Proxy Statement 
and is incorporated herein by reference. 

Tampa Electric Company incurred $0.8 million and 50.9 million in audit-related fees rendered by PricewslerhouseCoopen for 2007 and 2006, respectively, 
including $0.3 million in both 2007 and 2006 related to Sarbanes-Oxley. No other fees were incurred at Tampa Elecmc Company in those years, for ServiCeS rendered 
by Pricewaterhousecoopen. 
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PART IV 

Item 15. 

(a) 

EXHIBITS, FINANCIAL STATEMENT SCHEDULES. 

Certain Documents Filed as Part ofthis Form 10-K 

1. Financial Statements 

TECO Energy, Inc. Financial Statements-See index on page 99 

Tampa Electric Company Financial Statements-See index on page 160 

2. Financial Statement Schedules 

Condensed Parent Company Financial Statements Schedule I-pages 197-200 

TECO Energy, Inc. Schedule 11-page 201 

Tampa Electnc Company Schedule Il-page 202 

3. 

The exhibits tiled as pan of this Form IO-K are listed on the Exhibit Index immediately preceding such Exhibits. ' k e  Exhibit Index is incorporated herein by 
reference. 

The financial ~latement schedules filed as pan of this Form IO-K are listed in paragraph (a)(2) above, and follow immediately. 

Exhibits-See index beginning on page 206 

(b) 

(c) 
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SCHEDULE I 4 O N D E N S E D  PARENT COMPANY FINANCIAL STATEMENTS 

TECO ENERGY, INC. 
PARENT COMPANY ONLY 

Condensed Balance Sheets 

De<. 31, Dec. 31. 
2007 2006 

ASS& 
curren t  assets 

Cash and cash equivalents 
Restricted cash 
Advances to affiliates 
Accounts receivable from affiliates 
Accounts receivable 
Interest receivable from affiliates 
Other cuvent assell 

Total current assets 

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

Total property, plant and equipment 
Other assets 

Investment in subsidiaries 
Deferred income taxes 
Other a~sets  

Total other assets 
Total assets 
Liabilities and ca&I 
Current li~bililiies 

Long-term debt, current 
Accounts payable lo affliates 
Accounts payable 
Margin call collateral 
Interest payable 
Taxes accrued 
Advances from affiliates 
Other current liabilities 

Total current liabilities 
Other liabilities 

Long-term debtdthers 
Other liabilities 

Total other liabilities 
Cspital 

Common equity 
Additional paid in capital 
Remind eamings (deficit) 
Accumulated other comprehensive income 
Common equity 

TOW liabilities m d  capital 
Total capital 

$ 99.8 $ 402.3 
1.3 7.1 

395.8 317.7 
4.4 5.2 
- 0.2 
2.3 1.9 
1.2 5.8 

5in.a xn0.2 

0.7 0.5 
(0.1) (0.1) 

0.6 0.4 

2,637.0 2.403.1 
782.2 912.1 

3.2 16.7 
3,422.4 3,331.9 

$ 3,933.8 $ 4.132.5 

$ -  $ 371.4 
I .n 1.3 

11.4 6.6 
42.3 - 

5 .O 20.5 
3.8 

1.416.9 358.8 
- 

4.4 0.5 
1,484.8 759.1 

404.1 1,600.8 
12.3 21.2 

416.4 I ,622.0 

210.9 209.5 
1,489.2 1,466.3 

334.2 83.7 

2,032.6 1,751.4 
2,032.6 1,751.4 

$ 3,933.8 $ 4,132.5 

(1.7) (X.1) 

The accompanying notes are an integral part of the condensed financial statements. 
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SCHEDULE IbCONDENSED PARENT COMPANY FINANCIAL STATEMENTS 

TECO ENERGY, INC. 
PARENT COMPANY ONLY 

Condensed Statements of Income 

For thc ycsrs cndrd Drr. 31, 

RWellWS 
EXpe"SW 

Administrative and general expenses 
Other taxes 
Transaction costs related to sale of  business 
Depreciation and ainoniration 
Restructuring charges 

Total expenses 
Income from operations 

Loss on debt extinguishment 
Other income 
Eamings rrom investments in subsidiaries 

Interest income (expense) 
Interest income 

Affiliates 
Others 

Others 
Total interest expense 

Income before income tares 

Benefit for income taxes 

Net income 

Interest expense 

2007 

$ -  

5.7 
0.9 

27.1 
0.4 
- 
34.1 

(34.1) 

(32.9) 
1.4 

504.6 

27.3 
9.3 

(121.3) 
(84.7) 
354.3 

(58.9) 
$ 413.2 - 

The accompanying notes are an integral pan ofthe condensed financial statements. 
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2 8 6  

8 -  

6.8 

- 
6.8 

(6.8) 

319.4 

23.1 
20.3 

(1 48.7) 
(105.3) 
204.8 

(41.5) 
6 246.3 - 

2005 
$ -  

10.1 
- 

0.1 
10.2 

(10.2) 

(74.2) 

433.6 
- 

36.8 
9 6  

(I 66.7) 
(120.3) 
228.9 

(45.6) 
$ 274.5 - 
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SCHEDULE I X O N D E N S E D  PARENT COMPANY FINANCIAL STATEMENTS 

TECO ENERGY, INC. 
PARENT COMPANY ONLY 

Condensed Statements of Cash Flows 

For the wars ended De<. 31. ~. 
b;llionr, 

Cash flaws from operating activities 

Cash flows from investing activities 
Restneted cash 
Capital expenditures 
Investment in subsidiaries 
Dividends from subsidiaries 
Net change in affiliate advances 
Other nom-current investments 

Cash flows fiom investing activities 
Cash flows from financing activities 

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

Cash flows used in financing activities 
Net (decrease) increase in rash and cash equivalents 

Cash and cash equivalents at beginning of period 
Cash and cash equivalents at end of period 

2007 
5 56.8 

(0.2) 
(0.1) 

(67.8) 
338.7 
166.7 
42.3 

479.6 

(1 63.0) 
14.0 
- 

(668.7) 
(21.2) 

(838.9) 
(302.5) 

402.3 
16 99.8 

~ 

2006 
16 10.2 

0.1 

(43.3) 
282.3 

15.4 

314.5 

(158.7) 
12.5 

(106.2) 

- 

- 

- 
- 

(252.4) 
72.3 

330.0 
5 402.3 

2005 

$ (59.9) 

275.6 
189.7 

~ 

465.0 

(157.7) 
196.4 
297.8 

(480.0) 
- 
(2 0) 

(145.5) 
259.6 

70.4 
5 330.0 

The accompmying notes are an i n t e a l  pan ofthe condensed financial statements. 
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SCHEDULE I X O N D E N S E D  PARENT COMPANY FINANCIAL STATEMENTS 

TECO ENERGY, INC. 
PARENT COMPANY ONLI 

Notes to Condensed Financial Statements 

1. Basis of Presentation 

TECO Energy. h e . ,  on a stand alone basis, (the parent company) has accounted for majority-owned subsidiaries using the equity basis ofaccounting. These 
financial statements are presented on a condensed basis. Additional disclosures relating to the parent company financial Statements are included under the TECO 
Energy Notes to Consolidated Financial Statements , which information is hereby incorporated by reference. 

The use of estimates is inherent in the prepamlion of financial stalements in accordance with generally accepted accounting principles. Actual resulls could differ 
from those estimates. Cermin prior year amounts were reclassified 10 conform to the current year presentation. 

2. Long-term Obligations 

In connection wilh debt tender and exchange transactions, $32.9 million "(premiums snd fees were expensed and are included in "Loss on debt extinguishment" 
on the Condensed Parenr Income Statement for [be year ended Dec. 3 I, 2007. See Note 7 to the TECO Energy Consolidated Financial Statements far a description 
and details of long-tom debt obligations of the parent company. 

3. Commitments and Contingencies 

See Note 12 to the TECO Energy Consolidated Financial Stntements for a description ofall material eonlingencies and guarantees outstanding ofthe parent 
company. 

4. Derivatives and Hedging 

At Def. 31,2007. TECO Energy had a "Crude oil options receivable, net" axset totaling $78.5 million far transactions that were no( designated as either a cash 
flow or fair value hedge. This balance includes the full Settlement value or the crude oil options of$120.8 million, offset by the 1642.3 million ofmargin call collateral 
collected. (See Note 2 ,  New Accounting Pronouncements-Offsetti"g Amounls Related to Certain Contracts and Nete 21 , Derivatives and Hedging. to the TECO 
Energy Consolidsted Financial Statements. ) 

5. Ssleof TECO Transport 

On Dec. 4,2007. TECO Diversified, Inc., a wholly-owned subsidialy ofthe company, sold its entire interest in TECO Transport Cotpomtion for cash to an 
unafiliated investment group. In connection with this sale, TECO Energy Parent Only incurred transaction-related charges ofS27.1 million. 
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SCHEDULE 11-VALUATION AND QUALIFYING ACCOUNTS AND RESERVES 

TECO ENERGY, INC. 

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

(millions) 

Allowsoee for Uncollectible Accaunts: 
2007 
2W6 
2005 

Write-off of individual bad debt accounts (1 ) 

5 4.6 $ 6.8 $ ~ 16 8.1 $ 3.3 
$ 6.9 $ 6.9 6 - $ 9.2 $ 4.6 
$ 8.0 16 7.0 $ ~ $ 8.1 $ 6.9 
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SCHEDULE 11-VALUATION AND QUALIFYING ACCOUNTS AND RESERVES 

TAMPA ELECTRIC COMPANY 
VALUATION AND QUALlFYlNC ACCOUNTS AND RESERVES 

For the Years Ended Dec. 31,2007,2006 and 2005 
(millions) 

Allowance for UneollDeHble Ace~untS: 
2007 
2006 
2005 

( I )  Write-offof individual bad debt accounts 

$ 1 . 2  $ 6.8 s - $ 6.6 $ 1.4 
$ 1.3 $ 6.3 $ - $ 6.4 $ 1.2 
$ 1.0 $ 6.8 $ - 6 6.5 $ 1.3 
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SIGNATURES 

Pursuant to the requirements of Section 13 or l5(d) ofthe Securities Exchange Act of 1934, the Registrdnt has duly caused this repon to be s i p &  on its behalf 
by the undersigned, thereunto duly authorized. 

TECO ENERGY, N C ,  

Dated: February 28,2008 

Chairman offhr Board, Director 
and Chief Excevrive Oficrr 

Pursuant to the requirements of the Securities Exchange Act of 1934, this repon has been signed by the following persons on behalf ofthe registrnnt and in the 
capacities indicated on February 28,2008: 

Si.O*,".C Title 

is/ SHLRRLL W. HUDSON Chainnan ofthe Board, Director 
SHERRILL w. w n s m  and Chief Executive Ofticer 

(Principal Executive Officer) 

IS1 GOR" L. GlLLLTTl Executive Vice President and 
G o n n o N  L. GILLETTE Chief Financial Officer (Principal Financial Officer) 

Id SANDKA w. CALLAHAN Vice President-Treasury and 
SANDRA W. CALLAHAN Risk Management (Principal Accounting Officer) 

SlK".t".C Title SiE".t"rC Title 

Is/ C. Dusos~ AUSLLY Director Id WILLIAM D. Roruvo~u Director 

Is/ J n ~ i s  L. FLKMAN, JK. Director /si WILLIAM P. SOVL" Director 

Is1 Luis GUINOT, Ju. Director Is1 J. THOMAS TOIICHTON Director 

/ s i  L o ~ k n n  A. PCNN Director /s i  Jmiw P. Lncmn Director 

WILLIAM n. R o c w o n n  c. numsE AUSLEY 

WILLIAM P. SOYEY JAMES L. FERMAN, JR. 

J. THOMAS TOUCHTON LUIS GUINOT, JR 

JOSEPH P. m c m n  LORETTA A. PENN 

Is/ TOM L. RANKIN Director lsi Pnur L. W H m N G  Director 

is /  JOHN B. RAMIL Director 

TOM L. RANKlN PAUL L. WHITING 

JOHN 8. RAMIL 
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SIGNATURES 

Pursuant to the requirements orsection 13 or IS(d) ofthe Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf 
by the undersigned, thereunto duly authorized. 

TAMPA ELECTRIC COMPANY 

Dated Februav 28,2008 By: Is1 S H L R ~ ~ L L  W. Huoso~ 

SHERRlLL W. HUDSON, 
Chainnnn ofthe Board. Director 

and Chief Exmufive Officcr 

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed by the following penons on behalf of the registrant and in the 
capacities indicated on Febmaly 28,2008: 

sienntun Title 

/ s i  S w k n w .  W. HUDSON Chairman of the Board, Director 
SHERRILI. W. HUDSON and Chief Executive Officer 

(Principal Executive Officer) 

Is1 GOKDON L. GILLLTTL Senior Vice President-Finance and 
GORDON I.. GILLETTE Chief Financial Officer (Principal Financial Officer) 

Is/ P H ~ L  L. BARWNOLR Chief Accounting Officer 
PHIL L. BARRlNGER (Pcincipal Accounting Officer) 

Slymure Tifk Sig".l"rC Title 

Is/ C. Duaos~ AUSLEV Director Is1 WILLIAM D. Rocnro~o Director 
C. DUBOSE AUSLEY WlLLlAM D. ROCKFORD 

Is1 JAMES L. PERMAN, JK. Director Is/ WiLuaM P. S O V l V  Director 

Is/ Luis Gumor, J K .  Director Is/ J. THOMAS TOUCHTON Director 

Is/ Lon~rrn A. PLNN Direcror Is/ IDSLPH P. L K H L R  Director 

JAMES L. FERMAN, JR. WILLIAM P. SOVEY 

LUISCUINOT, JR J. THOMAS TOUCHTON 

LOUETTA A. PENN JOSEPH P. LACHEU 

Id TOM L. Rmnw Director /s i  PAUL L. WXWtNr. Director 
PAUL L. WHITING TOM L. RANKIN 

Is1 JOHN B. R A M ~ L  Director 
JOHN 8. RAMlL 
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~~~~ ~~~ ~ ~~ 

Supplemental Information to Be Furnished With Reports Filed Pursuant to Section 15(d) of the Act by Registrents Which Have Not Registered Securities 
Pursuant to Sertioe 12 of the Act 

No annual repon or proxy m a t e d  has been sent Io Tampa Electric Company’s security holders because all of its equity securities are held by TECO Energy, 
1°C. 
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INDEX TO EXHIBITS 

EIhibif 
NO. 

3.1 

3.2 

3.3 
3.4 

4.1.1 

4.1.2 

4.1.3 

4.2 

4.3 

4.4 

4.5 

4.6 

4.7 

4.8 

4.9 

DCSC.iIlfi0" 

Anicles of Incorporation of TECO Energy, Inc., as amended on Apr. 20, 1993 (Exhibit 3, Form 10-0 for the quarter ended Mar. 31, 1993 ofTECO 

Bylaws ofTECO Energy, Inc., as amended effective Jan. 30.2008 (Exhibit 3.1, Form 8-K dated Jan. 30,2008 ofTECO Energy, Inc.). 

Articles of Incorporation of Tampa Electric Company (Exhibit 3 to Registration Statement No. 2-70653 of Tampa Electric Company). 

Bylaws of Tampa Electric Company, as amended effective Jan. 30,2008 

Installment Purchase Contract between the Hillsborough Counry Industrial Development Authority and Tampa Electnc Company, dated as of Jan. 
31, 1984(Exhibit4.13,Form 10-Kfor1993 ofTampa ElectricCompany). 

First Supplemental Installment Purchase Contract between Hillsborough County Industrial Development Authority and Tampa Electric Company, 
datedasofAug.2, 1984(Enhibit4.14, Fonn IO-Kfor 1994ofTampaEleftricCompany). 

Second Supplemental Installment Purchase Contract between Hillsborough County lndusnial Development Authority and Tampa Elecnic Company, 
dated asoflul .  I, 1993 (Enhihit4.3, Form IO-Q forthequatterended Jun. 30, 1993 ofTampa Electric Company). 

Loan and Trust Agreement among Hillsborough County Industrial Development Authority, Tampa Electric Company and The Bank ofNew York 
Trust Company of Florida, N.A., as tm~tee ,  dated as oflun.  1,2002 (including the form ofbond). (Exhibit 4.5, Amendment NO. 1 to Form IO-K for 
2 w 4  ofTECO Energy, Inc. and Tampa Electric Company). 

Loan and Trust Agreement among Hillsborough County Industrial Development Authority, Tampa Electric Company and Thhe Bank of New Yo& 
Trust Company, N.A., as trustee, dated as ofJan. 5,2006 (includingthe farm ofbond) (Enhihit4.1. Form R-K dated Ian. 19,200hofTampaElectric 

Energy, 1°C.). 

Company). 

Indenture between Tampa Electric Company and The Bank of New York, as tmstee, dated as ofJul. I ,  1998 (Exhibit 4. I ,  Registration Statement 
No. 333-8587) ofTampa Electric Company). 

Third Supplemental Indenture between Tampa Electric Company and The Bank ofNew York, as trustee, dated as ofJun. IS, 2001 (Exhibit 4.2, 
Fonn 8-K dated Jun. 25,2001 ofTampa Electric Company). 

Fourth Supplemental Indenturebetween Tampa Electric Company and The Bank ofNew York, as trustee, dated as of Aug. 15,2002 (Exhibit 4.2, 
Form 8-K dated Aug. 26,2002 ofTampa Elecmc Company). 

Fifth Supplemental Indenture between Tampa Electric Company and The Bank ofNew York. as trustee, dated as of May I ,  2006 (Exhibit 4.16, 
Form 8-K dated May 12,2006 of Tampa Electric Company). 

Amended and Restated Note Agreement dated as of May 30, I997 between Tampa Electric Company (successor by merger to Peoples Gas System, 
Inc.) and The Prudential Insurance Company of America (Exhibit 4.2, Form 8-K dated Dec. 15,2004 of TECO Energy, Inc. and Tampa Electric 
C0mp;mY). 

Letter Amendment No. 1 dated as of Dec. 9,2004 to the Amended and Restated Note Agreement dated as of May 30, 1997 between Tampa Electric 
Company (successor by merger to Peoples Gas System, Inc.) and Thhe Prudential ln~urance Company of America (Exhibit 4.1, Form 8-K dated Dec. 
I?, 2004 of TECO Energy, he.,  and Tampa Electric Company). 
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Exhibit 
N". 

4.10 

4.1 1 

4.12 

4.13 

4.14 

4.15 

4.16.1 

4.16.2 

4.16.3 

4.16.4 

4.17 

4.18 

4.19.1 

4.19.2 

4.19.3 

4.19.4 

Note Purchase Agreement among Tampa Electric Company and the Purchasers patty thereto, dated as of Apr. I I ,  2003 (Exhibit I O .  I ,  Fan" 8-K 
dated Apr. 14,2003 ofTampa Electric Company). 

Loan and Trust Agreemenl dated as of May 1,2007 among Polk County Industrial Development Authority, Tampa Electric Company and The 
Bank ofNew York TNSI Company, N.A., a$ trustee (including the form of Bond) (Exhibit 4. I ,  Form 8-K dated May 14.2007 ofTampa Electric 

Sixth Supplemental Indenture dated as of May 25,2007 between Tampa Elecmc Company and The Bank ofNew York, as rmstee. supplementing 
the lndenture dated as ofJul. I, 1998, as amended (Exhibit 4.1 8, Fonn 8-K dated May 25,2007 ofTampa Electric Company). 

Company). 

Loan and TNS Agreement dated as ofJul. 2,2007 among Hillsborough County lndustrial Development Authority, Tampa Electric Company and 
The Bank ofNew York Trust Company, 

N.A., as t ~ ~ t e e  (including the fonn o f  Bond) (Exhibit 4.1, Fonn 8-K dated Jul. 25,2007 ofTampa Electric Company) 

6.15"/0 Notes due 2037 (Exhibit 4.1 9, Form 8-K dated May 25,2007 of Tampa Electric Company). 

Indenture between TECO Energy, Inc. and The Bank ofNew York, as trustee, dated as of Aug. 17, 1998 (Exhibit 4.1, Form 8-K dated Sep. 20, 
20W ofTECO Energy, Inc.). 

Third Supplemental Indenture dated as of Dec. I ,  2000 between TECO Energy, Inc. and The Bank of New York, as t r u ~ t e  (Exhibit 4.21, Form 8-K 
dated Dec. 21,2000 of TECO Energy, Inc.). 

Amended and Restated Limited Liability Company Agreement ofTECO Funding Company I, LLC dated as of Dee. I ,  2000 (Exhibit 4.24. Form 8- 
K dated Dec. 21,2000 of TECO Energy, lnc.). 

Amended and Restated Tmst Agteement of TECO Capital Trust 1 among TECO Funding Company 1, LLC, The Bank of New York and The Bank 
of New York (Delaware) dated as ofDec. I ,  2000 (Exhibit 4.22, Form 8-K dated Dec. 21,2000 ofTECO Energy, lnc.), 

Guaranty Agreement between TECO Energy, Inc. and The Bank of New York, as rmstee, dated of Dec. I ,  2000 (Exhibit 4.25, Form 8-K dated Dec. 
21,2000 ofTECO Energy. Inc.). 

Fourth Supplemental IndenNre dated as of Apr. 30,2001 between TECO Energy, lnc. and The Bank ofNew York, as tiuslee [Exhibit 4.28, Form X- 
K dated May I ,  2001 of TECO Energy, Inc.). 

Fifth Supplemental Indenture dated as of Sep .  10, 2001 between TECO Energy, Inc. and The Bank of New York. as trustee (Exhibit 4.16, Form 8-K 
dated Sep. 26,2001 of TECO Energy, hc,). 

Sixth Supplemental Indenture dated as ofJan. 15,2002 between TECO Energy, Inc. and The Bank afNew York. as trustee (Exhibit 4.28, Form 8-K 
dated Jan. 15. 2002 of TECO Energy, Inc.). 

Amended and Restined T N S ~  Agreement ofTECO Capital T N S ~  11 among TECO Funding Company 11, LLC, The Bank of New York and The Bank 
of New Yurk (Delaware), dated as of Jan. IS, 2002 (Exhibit 4.31, Form 8-K dated Jan. 15,2002 of TECO Energy, Inc.). 

Amended and Restated Limited Liability Agreement of TECO Funding Company II. LLC, dated as ofJan. IS, 2002 (Exhibit 4.33. Form 8-K dated 
Jan. 15,2002 of TECO Energy. Inc.). 

GuarantecAgteementbyandberweenTECOEnergy,lnc.,asFua~nlorandTheBankofNewYark,datedasofJan. 15,2002(Exhibit4.35,Form 
8-K dated Jan. 15,2002 ofTECO Energy, Inc. 
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Exhibit 
No. 

4.20 

4.21 

4.22 

4.23 

4.24 

4.25 

4.26 

4.27 

10.1 

I 0.2 

10.3 

10.3.1 

10.4 

10.5 

10.6 

DndDnnon 

Seventh Supplemenlal lndenmre dated as of May I, 2002 between TECO Energy, Inc. and The Bank of New York, as trustee (Exhibit 4.1 5, Fonn 
8-K dated May 13,2002 ofTECO Energy. Inc.). 

Ninth Supplemental lndenmre dated as of Jun. IO, 2003 between TECO Energy, Inc. and The Bank ofNew York, as trustee (Exhibit 4.15, Form 8- 
K dated lun. 13. ?003 of TECO Energy. Inc.). 

Tenth Supplemental Indenture dated as of May 26.2005 between TECO Energy, Inc. and The Bank of New York, as trustee (including the form of 
6.75% Note) (Exhibit 4.1, Form 8-K dated May 26,2005 ofTECO Energy. Inc.). 

Eleventh Supplemental Indenture dated as of Jun. 7,2005 between TECO Energy, Inc. and The Bank ofNew York, as INStee (including the form of 
Floating RateNote) (Exhibit4.1, Form 8-K dated Jun. 7,2005 ofTECO Energy, Inc.). 

Renewed Rights Agreement between TECO Energy. Inc. and "he Bank ofNew York., as Rights Agent, as amended and restated as oFFeb. 2,2004 
(Exhibit I, Form 8-MA, of TECO Energy, Inc. filed on Feh. 23,2004). 

Indenture dated as of December 21,2007 by and among TECO Finance, Inc., as issuer, TECO Energy, Inc., as guarantor, and The Bank of New 
York Trust Company, N.A., as t ~ ~ t e e  (Exhibit 4.1. Form 8-K dated Dec. 21,2007 ofTECO Energy. Inc.). 

First Supplemental Indenture dated as of December 2 I, 2007 by and among TECO Finance, Inc., as issuer, TECO Energy, Inc., as guarantor, and 
The Bank ofNew York Trust Company, N.A., as trustee, supplementing the Indenture dated as of December 21,2007 (including the form ofTECO 
Finance 7.20% notes due 201 I ,  TECO Finance 7.00% notes due 2012 and TECO Finance 6.572% notes due 2017) (Exhibit 4.2, Fonn 8-K dated 
Dec. 21,2007 ofTECO Energy, Inc.). 

Second Supplemental Indenture dated as of December 21,2007 by and among TECO Finance, Inc., as issuer, TECO Energy, Inc., as guarantor, and 
The Bank ofNew York Trust Company. N.A., as tmstee, supplementing the Indenture dated as of December 21,2007 (including the form of TECO 
Finance 6.75% notes due 201 5) (Exhibit 4.3, Form 8-K dated Dec. 21,2007 of TECO Energy, Inc.). 

TECO Energy Group Supplemental Executive Retirement Plan, as amended and restated as of Nav. I, 2007. 

TECO Energy Group Supplemenlal Disability Income Plan, dated as of Mar. 20, 1989 (Exhibit 10.22, Form IO-K for 1988 of TECO Energy, Inc.). 

TECO Energy Group Supplemental Retiremen1 Benefits Trust Agreement, as amended and restated as ofJan. I ,  1998, as funher amended as of Jul. 
IS. 1998. (Exhibit 10.2, Form 10-K for2001 ofTECO Energy, Inc.) 

Amendment No. 3 to the TECO Energy Group Supplemental Retirement Benefits Trust Agreement, effective as of No". I ,  2007. 

Form of Change-in-Cont~ol Severance Agreement between TECO Energy, Inc. and Executive Officers. (Enhibil 10.1, Form 8-K dated Ocl. 29, 
2007 ofTECo ~"ergy,  I ~ c . )  

221 



Exhibt 
NO. 

10.7 

10.8 

10.9 

10.10 

10.11 

10.12 

10.13 

10.14 

10.15 

10.16 

10.17 

10.18 

10.19.1 

10.19.2 

10.20 

10.21 

Form ofNonstatutory Stock Option under the TECO Energy, Inc. 1996 Equity Incentive Plan (and its successorplan) (Exhibit 10.5, Form IO-Q 
for the quarter ended Jun. 30, 1999 ofTECO Energy, hc.). 

TECO Energy, Inc. 1997 Director Equity Plan (Exhibit 10.1, Form 8-K dated Apr. 16, 1997 ofTECO En-, Inc.). 

Form ofNonstatutory Stock Option under the TECO Energy, Inc. 1997 Director Equity Plan, dated as ofJan. 29,2003 (Exhibit 10.28, Form 10-K 
for 2002 ofTECO Energy, Inc. and Tampa Electric Company). 

Form of Restricted Stock Agreement under the TECO Energy, Inc. 1997 Director Equity Plan (Exhibit 10.3, Form 10-0 for the quarter ended Jun. 
30,2006 ofTECO Energy, Inc. and Tampa Electric Company). 

TECO Energy. Inc. 2004 Equity Incentive Plan (Exhibit 10.2. Form 10-Q for the quaner ended Mar. 31.2004 ofTECO Energy. Inc. and Tampa 
Electric Company). 

Form of Restricted Stock Agreement between TECO Energy, Inc. and certain offticen under the TECO Energy. Inc. 2004 Equity Incentive Plan 
(Exhibit 10.12, Form 10-K for2006 afTECO Energy, Ine. and Tampa Electric Company). 

Form o f  Performance Sha re  Agreement between TECO Energy, Inc. and cenain officers under the TECO Energy, Inc. 2004 Equity Incentive 
Plan (Exhibit 10.2. Form 10-0 forthe quaner ended Jun. 30,2006 ofTECO Energy. Inc. and Tampa Electric Company). 

N~n~ta tu to ry  Stock Option granted to S. W. Hudson, dated as of Jul. 6,2004, under the TECO Energy, Inc. 2004 Equity Incentive Plan (Exhibit 
10. I, Form 10-0 for the quaner ended Jun. 30,2004 ofTECO Energy, hc. and Tampa Electric Company). 

Form of Restricted Stock Agreement between TECO Energy, Inc. and S. W. Hudson under the TECO Energy, Inc. 2004 Equity Incentive Plan. 
(Exhibit 10.16. Form IO-K for2005 ofTECO Energy, Inc. and Tampa Electric Company). 

Retention and Contingent Separation Agreement and General Release between TECO Transp~n Corporation and S. Litrico, dated March 29,2007 
(Exhibit 10.1.1, Form 10-0 for the quaner ended Mar. 31.2007 ofTECO Energy, Inc. and Tampa Electric Company). 

Voluntary Retirement Agreement and G e n a l  Release dated as ofJun. 11,2007 between TECO Energy, Inc. and S. M. MeDevitt. (Exhibit 10.4, 
Form 10-Q for quaner ended Jun. 30,2007 of TECO Energy, Inc. and Tampa Electric Company). 

Consulting Agreement dated as oflun. 11,2007 between TECO Energy, Inc. and S. M. McDevitt. (Exhibit 10.5, Form IO-Q for quaner ended 
June 30,2007 ofTECO Energy, Inc. and Tampa Elecmc Company). 

Compensatory Arrangements with Executive Officers of TECO Energy, Inc. 

Compensatory Arrangements with Directors afTECO Energy, Inc. (Exhibit 10.10.2, Fonn IO-K far 2005 ofTECO Energy, Inc. and Tampa 
Electric Company) 

Insurance Agreement dated as ofJan. 5.2006 between Tampa Electric Company and Ambac Assurance Corporation (Exhibit 10.1, Form 8-K 
dated Jan. 19,2006 o f  Tampa Electric Company). 

Insurance Agreement dated as of Jul. 25,2007 between Tampa Electric Company and Financial Guaranty Insurance Company (Exhibit 10.1, Form 
8-K dated Jul. 25,2007 ofTampa Electric Company). 
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Exhibit 
NO. 

10.22 

10.23 

10.24 

10.25 

10.26 

10.27 

10.28 

10.29 

10.30 

10.31 

10.32 

Amended and Restated Construction Contract Undenaking by TECO Energy, Inc. in favor ofUnion Power Partners, L.P., as Borrower, and 
Citibank, N.A., as Administrative Agent under the Vnion Power Project Credit Agreement. dated as of May 14, 2002 (Exhibit 99.5 to Registration 
Statement No. 333-102019 ofTECO Energy, Inc.). 

Amended and Restated Construction Contract Undertaking by TECO Energy, Inc. in favor ofPanda Gila River, L.P., as Borrower, and Citibank. 
N.A., as Administrative Agent under the Gila River Project Credit Agreement, dated as of  May 14,2002 (Exhibit 99.4 to Registration Statement No. 
333-102019 afTECO Energy, lnc.). 

Consent and Acceleration Agreement dated as of Feb. 7,2W2 by and among TECO Power Services Corporation, TECO Energy, Inc., TPS GP, Inc., 
TPS LP, Inc., Panda GS V, LLC, Panda GS VI. LLC, Panda Energy htemational, Inc. and Bayerische Hypo-Und Vereinsbank AG, New Company). 
York Branch (Exhibit 10.38, F o m ~  IO-K for 2002 ofTECO Energy, hc. and Tampa Electric 

Suspension of Rights and Amendment Agreement dated Oct. 22,2003, by and among Union Power Partners, L.P., and Panda Gila River, L.P., as 
Borrowers, TECO Energy, Inc., Societe Generale, as LC Bank, and Citibank, NA, as Administrative Agent (Exhibit IO. I .  Form 10-0 for the quarter 
ended Sep. 30,2003 ofTECO Energy, Inc. and Tampa Electric Company). 

Excerpt ofloin1 Plan ofReorganization Pursuant to Chapter I I ofthe Bankruptcy Code ofUnion Power P a r " ,  L.P., Panda Gila River, L.P.. 
Trans-Union Interstate Pipeline, L.P., and UPP Finance Co., LLC, dated Feb. 2,2005 (Exhibit I O .  I, Form 8-K dated Jun. I, 2005 of TECO Energy, 
1°C.). 

Master Release Agreement and Amendment to Undertakings dated Jan. 24,2005, by and among TECO-Panda Generating Company, L.P., TECO 
Energy Source, Inc., TECO Energy, Inc., Union Power I, LLC, Union Power II, L E ,  Panda Gila River I, LLC, Panda Gila River 11, LLC, Trans- 
Union Intentate I, LLC, Trans-Union lnte~jtate 11, LLC, Union Power Partners, L.P., Pande Gila River, L.P., Trans-Union Interstate Pipeline, L.P., 
UPP Finance Co., LLC, Citibank, N.A., as Administrative Agent; and the financial institutions named therein (Exhibit 10.2. Form 8-K dated Jun. 1, 
2005 o f  TECO Energy, Inc.). 

Representation and Indemnification Agreement dated as ofJun. 1, 2005 by and among Entegrd Power Group LLC, Union Power LLC, Gila River 
Power LLC and Trans-Union Pipeline LLC. as Transferees, and TECO Energy. Inc. (Exhibit 10.3, Fonn 8-K dated Jun. I ,  2005 ofTECO Energy, 

Purchase and Sale Agreement dated as of Jan. 13,2005, by and between TM Delmiwa Power, L.L.C. as Seller, and TPF Chcsapeake, LLC as 
Purchaser (Exhibit 10.1, Fonn 8-K dated Jan. 7.2W5 of TECO Energy, Inc.). 

Second Amended and Restated Credit Agreement dated as ofMay 9.2007. among TECO Finance, Inc., as Borrower, TECO Energy, Inc. a s  
Guarantor, JPMorgan Chase Bank, N.A., as Administrative Agent, and the Lenders and LC Issuing Banks parry thereto (Exhibit4.1, Form 8-K dated 
May 9,2007 of TECO Energy, Ine.). 

Second Amended and Restated Credit Agreement dated as of May 9,2007, among Tampa Electric Company, as Borrower, Citibank, N.A.. as 
Administrative Agent, and the Lenders and LC Issuing Banks pa ty  thereto (Exhibit 4.2, Form 8-K dated May 9,2007 of Tampa Electric Company). 

1°C.). 

Purchase and Contribution Agreement dated as ofJan. 6,2005, between Tampa Electric Company as the Originator and TEC Receivables 
Corporation as the Purchaser (Exhibit 4.1, Fann 8-K dated Jan. 6,2005 of TECO Energy, Inc. and Tampa Electric Company). 
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Exhibit 
NO. __ 

10.33 

10.34 

10.35 

12.1 

12.2 

21.1 

23.1 

23.2 

23.3 

31.1 

31.2 

31.3 

31.4 

32.1 

32.2 

Luan and Servicing Agreement dated as of Jan. 6,2005, among TEC Receivables Corp. as Borrower, Tampa Elwtris Company as Servicer, certain 
lenders named therein and Citicorp North America, Inc. as Program Agent (Exhibit 4.2, Form 8-K dated Jan. 6,2005 of  TECO Energy, Inc. and 
Tampa Electric Company). 

Insurance Apemen1 dated a$ ofMay 14,2007 belween Tampa Electric Company and Financial Guaranry Insurance Company (Exhibit 10.1, Form 
8-K dated May 14,2007 of Tampa Electric Company). 

Registration Rights Apeement dated as of December 21,2007 by and among TECO Energy, he., TECO Finance, Inc., CitiGroup Global Markets 
loc., J.P. Morgan Securities bc., Menill Lynch, Pierce, Fenner & Smith Incorporaled and UBS Securities LLC (Exhibit 10.1, Form 8-Kdated Dec. 
21, 2007 ofTECO Energy. Inc.). 

Ralio of Earnings to Fined Charges ~ TECO Energy, Inc 

Ratio of Eamings IO Fixed Charges - Tampa Elecnic Company. 

Subsidiaries of the Registrant. 

Consent of Independent Certified Public Accountants ~ TECO Energy, Inc. 
Consent of Independent Cenified Public Accounlants - Tampa Elecnic Company 

Consent ofMarshall Miller& Associates 

Certification of the Chief Executive Officer of TECO Energy, Inc. pursuant to Securities 

Exchange Act Rules 13a-I4(a) and I Sd-l4(a) as adapted pursuanl to Section 302 ofthe Sarbanes-Oxley Act of Z(W2.  

Cenificalion of the Chief Financial Offticer ofTECO Energy, Inc. pursuant to Securities 

Exchange Act Rules 13a-I4(a) and 1Sd-l4(a) as adopted pursuant to Section 302 ofthe Sahanes-onley Act of 2002. 

Certification ofthe Chief Executive Officer of Tampa Electric Company pursuant to Securities Exchange Act Rules I3a-I4(a) and 1 5d-14k) as 
adopted pursuant to Section 302 ofthe Sarbanes-Onley Act of 2W2. 

Certification ofthe Chief Financial Officer of Tampa Eleclric Company to Securities Exchange Act Rules 13a-I4(a) and I5d-l4(a) as adopted 
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. 

Certification of the Chief Executive Officer and Chief Financial Offlcer ofTECO Energy. Inc. pursuant to I8 U.S.C. Section I350 as adopted 
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002."' 

Certification of the Chief Executive Officer and Chief Financial Officer ofTampa Electric Company pursuant to I8  U.S.C. Section 1350 as adopted 
pursuant to Section 906 of the Sarbanes-Onley Act of 2002." 

* 

* 

* 

(I) 

' 
This cenification accompanies the Annual Report on Form IO-K and is not filed as pan of it. 

Indicates exhibit previously filed with the Securities and Exchange Commission and incorporated herein by reference. Exhibits filed with periodic reports of 
TECO Energy, Inc. and Tampa Electric Company were filed under Commission File Nos. 1-8 I80 and 1.5007, respectively. 
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Certain instmments defining the rights of holders of long-term debt of TECO Energy. Inc. and its consolidated subsidiaries authorizing in each case a total 
amount of securities not exceeding 10% of total assets on a consolidated basis are not filed herewith. TECO Energy, Inc. will fumish copies of such inslmments to the 
Securities and Exchange Commission upon request. 

Certain instmments defining the nghts ofholders of long-ten" debt of Tampa Electric Company authorizing in each case a total amount of securities not 
exceeding 10% of total assets on a consolidated basis are not filed herewith. Tampa Electric Company will fumish copies of such h m r " t s  to the Securities and 
Exchange Commission upon requesl. 

Executive Compensation Plans and Arrangements 

Exhibits 10.1 through 10.1 9 above are management c o n t r a ~ f ~  or compensatoly plans or arrangements in which executive officers or director? of TECO Energy. 
Inc. participate. 

225 



Exhibit 3.4 

BYLAWS 

OF 

TAMPA ELECTRIC COMPANY 

ARTICLE I 
Name and Principal Ollice 

The name of the Company i s  Tampa Electric Company, and its principal ofice i s  in Tampa, Florida. 

ARTICLE 11 
Shareholders 

Adopted January 15. I976 
As Amended: Febluary23,1976 

April 13,1976 
April 12, 1977 
July 12, 1979 
July 14, 1987 
April 12, 1988 
April 16,1991 
July 18, 1995 
April 16, 1997 
i a n u a ~  30, znox 

April 16, 1991 

SECTION 2.1. Shareholders’ Meetines. Al l  meetings of the shareholdm shall be held at the principal ofice of the Company in Tampa, Florida. except in 
cases in which the notice thereof designates some other place which may be either within or without the State of Florida. 

SECTION 2.2. Annual Meetines. The annual meeting of the shareholders of the Company shall be held on the second Tuesday in A p d  in each year ifnot a 
legal holiday, and i f a  legal holiday, then on the next succeeding Tuesday not a legal holiday st such time as shall be stated io the notice thereof for the pumose o f  
electing Directors and for the transaction of such other business as may come before the meeting. In the event that such annual meeting should for any reason not be 
held on the date herein provided therefor, a special meeting in lieu o f  such annual meering may be held in place thereof, and any business transacted or elections held at 
such meeting shall be as valid as if transacted or held at the annual meeting. Such special meeting shall be called in the same manner as providcd in Section 2.3 for 
special meetings ofthe shareholders. 

SECTION 23.  SDeeial Meetin=. Special meelings ofthe shareholden of the Company shall be held whenever called by the Chief Executive Officer, the 
President, any Vice President, the Board o f  Directors, or the holder or holders ofnot less than one-tenth ofthe capital stock issued and outslanding and entitled to vote 
thereat, or at the request of such holder or holden by the Secretary or an Assistant Secretaly. 

SECTION 2.4. Notice or Meetine. Written notice of each meeting o f  shareholders stating the date, time and place o f  the meeting and in the case of a special 
meeting, the purpose or pulposes for which the meeting i s  called shall be delivered not less than ten (IO) nor more than sixty (60) days before the date of the meeting 
either penonally or by first class mail by or at the direction ofthe President, the Secretaly or the officer or other ~enons  calling the meeting to each shareholder o f  
record entitled to vote at such meeting: and the person giving such notice shall make affidavit in relation therelo. 

April 16, 1991 

Whenever any notice i s  required to be given to any shareholder ofthe Company under the provisions ofthese Bylaws, SECTION 2.5. Waivers of Notice. 
the Certificate o f  Reincorporation or the Florida Business Corporation Act, as the same may be from time to time in effect, a waiver thereof in w i l ing  signed by the 
person or penons entitled to such notice either before, at 01 after the meeting shall be deemed equivalent to the giving of such notice. 
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A shareholder's attendance at B meeting: (a) waives objection to lack ofnatice or defective notice of the meeting, unless the shareholder at the beginning of the 
ineeting objects to holding the meeting or transacting business at the meeting; or (b) waives objection to the consideration o f a  particular matter at  the meeting that is 
not within the purpose or purposes described in the meeting notice, unless the shareholder objects to considering the matter when it i s  presented. 

SECTION 2.6. w. Except as otherwise provided in the Certificate of Reincorporation at any meeting of the shareholders, a majority of the 
outstanding shares of the stock of the Company issued and outstanding and entitled to vote represented by shareholders ofrecord in person or by proxy shall constitute a 
quo" for the transaction ofbusiness at any meeting of the shareholders, but in no event shall a quorum consist of less than one-third of the shares entitled to vote at 
the meeting. Except as otherwise provided by law or in the Certificate of Reincorporation when a quorum is present at any meeting, a majvety of the stock represented 
thereat shall decidc any question properly brought before such meeting. 

April 16.1991 

SECTION 2.7. Votine and Proxies. Each share of stock entitled to voting privileges shall entitle the holder of record thereof to one vote upon each proposal 
presented at any ineeting of the shareholders except as otherwise provided in the Certificate of Reincorporation. Shareholders of record entitled to vote may vote st any 
meeting either in person or by altomey-in-fact or by written proxy signed by the sharehulder or his duly authvrized attwney-in-fact, which proxy shall be filed with the 
Secretary of the meeting before being voted. 

SECTION 2.8. Fixine Record Date or Clorine Transfer Baoks. For the purpose ofdetermining shareholders entitled to notice of or to vote at any meeting 
ofshareholders or any adjoumment thereof, or entitled to receive payment ofany dividend, or in order to make a determination ofshareholders far any other purpose, 
the Board of Directors may fix in advance a date as the record date for any such determination of shareholders, such date in any case to be not more than sixty (60) days 
and for the purpose of determining shareholders entitled to notice of or to vote at B meeting o f  shareholders, not less than ten (10) days prior to the date on which the 
particular action requiring such determination of shareholders is to be taken. In lieu of fining a record date. the Board of Directors may provide that the stock transfer 
books shall be closed for B stated period not to exceed sixty (60) days and far the purpose of determining shareholders entitled to notice of or to vote at B meeting of 
shareholders, not less than ten ( IO)  days prior to the date on which the particular action requiring such determination of shareholders is to be taken. 

If no record date is so fixed and the stock transfer books are not so closed by the Board ofDirectors, the record date for the determination of shareholders 
entitled to notice of or to vote at a meeting of shareholders, or entitled to receive payment of a dividend, or for any other purpose shall be the day on which the notice of 
such meeting is mailed or on which the resolution ofthe Board of Directors declaring such dividend is adopted, as the case may be. A determination in accordance with 
this Section 2.8 of shareholders entitled to vote at any meeting ofshareholders shall amly to any adioumment thereof unless the Board of Directors f i n s  a new record 
date for the adjoumed meeting 

SECTION 2.9. Riehts of Preferred Shareholders. The provisions ofthese Bylaws shall at all times be subject to such voting and other rights of the holders 
ofthe Prefemd Stoek of the Company as may be provided by the Certificate of Reincorporation and the laws of Florida. 

ARTICLE 111 
Board of Directors 

SECTION 3.1. General Powers. All business of the Company shall be managed by its Board ofDirectors who shall have full control ofthe affairs of the 
Company and ,nay exercise all its powers except as otherwise provided by law and in the Certificate of Reincorporation. The Board of Directors shall have the authoriry 
to fin the compensation of the Directors unle~s orhewise provided in the Certificate of Reincorporation. 

February23,1976 
April 13, 1976 

SECTION 3.2. Number. Oualifirations and Tenure. The number of Directors ofthe Company, which number shall be not less than three nor more than 
fifteen, shall be fixed from time to time by resolution ofthe Board of Directors. The Directors of the Company shall be chosen at  the annual meeting of the shareholders 
(or at m y  meeting held in place thereof as hereinbefore provided). Each Director shall senle until the next succeeding annual meeting of shareholders and 
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until his S U C C ~ S S O ~  shall have been duly elected and qualified or until his earlier resignation, removal from oflice or death. All Directors shall be offull age. Directors 
need not be shareholders ofthe Company nor residents of the State of Florida. 

SECTION 3.3. Ch.irmsn. The Board of Directors in its discretion may elect a Chairman of the Board of Directors who when present shall preside at all 
meetings of the Board and who shall have such other powers as may at any time be prescribed by these Bylaws and by the Board afDirectors. 

July 18. 1995 

SECTION 3.4. M. Regular meetings of the Board of Directors shall be held in such places and at such times either within or without the State of 
Florida as the Board may by vote from time lo time determine; and if so determined, no notice thereof need be given. Special meetings ofthe Board ofDirectors may be 
held at m y  time or place either within or without the State of Florida whenever called by the Chief Executive Officer, the President, a Vice President or two or more 
Directors. Notice of a special meeting stacing the date, time and place of the meeting shall be given by the Secretary OT an Assistant Secretary or officer calling the 
meeting to each Director either by mail not less than 48 hours before the time ofthe meeting or by telephone or fscsimile or other form ofelectronic communication on 
24 hours' notice or on such $honer notice as the person or persons calling such meeting may deem necessary or appropriate in the circumstances. Notwithstanding the 
foregoing. special $meetings may be held without notice to any Director provided such Director is present at such meeting (except when such Director sates, at the 
beginning of the meeting or promptly upon arrival at the meeting, any objection to the tran~action of business because the meeting is not lawfully called or convened) or 
waives notice thereof in wiling either before or after the meeting. 

SECTION 3.5. w. A majority ofthe Board of Directors shall constitute a quorum for the transaction of business, but a le~ser number may till 
vacancies on the Board of Directors as provided in Section 3.6 of these Bylaws; and a majarily of Directors present though less than a qUONm may adjoum any meeting 
of the Board of Directors from time to time to another time and place; and the meeting may be held as adjourned without further notice. Except as otherwise provided 
by the Certificate of Reincorporation (in panicular h i c k  NINTH (5) thereo0, when a quorum is presenl at any meeting, a majority of the members in attendance 
thereat may decide any question brought before such meeting. 

SECTION 3.6. -. Except as othewise provided by the Certificate of Reincarparation (in particular Article THIRD (3). P a r d p p h  3.05 thereof), if 
the oflice ofany Director becomes vacant by reason of death. resignation, removal. disqualification, increase in the number of Directors or orhewise, a majoriry of the 
remaining Directors, although less than a quorum, may elect a S U C C ~ S S U ~  or S U C E ~ S S O ~ S  who shall hold office until the next election of Directors by the shareholders. 

SECTION 3.7. Executive and Other Committees. The Board of Directors may by resolution adopted by a majority of the full Board of Directors designate 
from their number an Executive Committee and one or more other committees, each ofwhich to the extent provided by such resolution or these Bylaws and pennilled 
by the laws of Flanda shall have and may exercise the powers of the Board of Directors when the Board is not in session in the management of the business of the 
Company. All such committees shall report to the Board at or prior to each meeting of the Board all action taken by said committees since the preceding meeting of the 
Board. Each such commiltee may make rules for the holding and conduct ofits meetings and the keeping ofthe records thereof. 

The Board of  director^ may by re~olution adopted by a majority of the full Board of Directors designate one or more Directors as altemale members ofany such 
coinmillee who #nay act in the place and stead ofany member absent or disqualified from voting at any meeting of such committee. 

April 16, 1991 

SECTION 3.8. Consent in Lieu of Meeting. Any action of the Board of Directors or ofany committee thereofwhich is required or permitted to be taken al 
a meeting may be taken without a meeting ifwitten consent setting forth the action so lo be taken is signed by all of the members ofthe Board or the committee. as the 
case may be. 
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ARTlCLE IV 
O f f i C W S  

July 14, 1987 
April 16, 1991 
April 16.1997 

SECTION 4.1. Election. (Aodntment). The officers ofthe Company shall be a President, a Treasurer, a Secretaly, such other ofTicers as the Board of 
Directors may in its discretion elect or appoint including, but not limited to, a Chairman of the Board, Vice Presidents, and assistant oficers, and such ssistant officers 
as the President may in his discretion appoint. The officers elected or *pointed by the Board of Directors shall be elected or appointed by the Board of Directom from 
t im~-?n-f im~ and a T P ~ U I ~ I .  meetine of the Board of Directors may be held without notice for this purpose immediately after the annual meeting Ofthe shareholders and ._ ~ ~.~~~ ~ I 

at the same place. Assistant officers may be appointed by the President from time-to-time. All officers shall hold office until their Successors shall be elected or 
appointed and shall qualify or until their earlier resignation, removal from office oc death. Any vacancy however occurring in the offices of president, Treasurer or 
Secretary shall be, and any vacancy however occurring in any other office may be, filled by the Board ofDircctm. Any vacancy however occumng in the offices of 
assistant officers may also be filled by the President. 

Thc Board of Directors or the Resident may in their discretion from time-to-time also appoint divisional officers 

SECTION 4.2. w. Officers ofthe Company may be, but need not be, Directors ofthe Company. Any person may hold two or more offices 

SECTION 4.3. President and Vice Presidents. The President shall be the chief operating officer of the Company and subject to the direction of the Board 
of Dimtors shall supnvise the administration of the business and affain of the Company. The President shall have the power to sign cenificates of stock, bonds, deeds 
and contracts for the Company and such other powers and duties as may at any time be prescribed by these Hylaws and by the Board of Directors. 

Except as expressly limited by vale of the Board of Directors, any Vice President shall perform the duties and have the powers of the President during the 
absence or disability of the President. shall have the power to sign certificates of stock, bonds, deeds and contracts ofthe Company. and shall perfom such other duties 
and have such other powers as the Board of Directors shall from time 10 lime designate. 

SECTION 4.4. m. The Secretary of the Company shall be present at all meetings of the shareholders, the Board of Directors and the Executive 
Comtiittee, respectively, shall keep an accurate record of the praceedings at such meetings in books provided for that purpose, which books shall be opened at all times 
during business hours for such inspection as is required by law, shall with the President or a Vice President sign certificates of stock, shall perform all the duties 
conm”ly incident to his office and shall perform such other duties and have such other powers as the Board of Directors shall from time to time desikmate. An 
Assistant Secretaly or a Secretary pro tempore may perfom any af the  Secretary’s duties. 

SECTION 4.5. -. The Treasurer shall have the care and custody ofthe funds ofrhe Company and shall have and exercise undn the supervision of 
the Board of Directors all the powers and duties commonly incident to his oftice and shall give bond in such sum and with such sureties as may be required by the 
Board of Directors. He shall have the custody of all the money, funds and valuable papers and documents of the Company except his o m  bond, ifany, which shall be 
in the custody of the Chief Executive Officer. He shall deposit all the funds of the Company in such bank or banks, trust cornpany or trust campaniff or with such firm 
or firms doing a banking business as the Directom shall designate. He may endone for deposit orcollection all notes, checks, drafls and other obligations payable to the 
Company or its order. He may issue notes and accept drafts on behalf ofthe Company, and he shall keep accurate books ofaccount of the Company’s transactions 
which shall be the propeny of the Company and together with all its propeny in his possession shall be subject at all times to the inspection and control ofthe Directors. 
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ARTICLE IV 
Indemnification 

April 12, 1977 
April 12,1988 
April 16, 1991 
April 16,1997 

~ n y  person who is or was an officer, director or employee of the Company and who is or was a parry to any threatened, pending or completed proceeding, by 
reason of the fact that he is or was a director, officer or employee of the Company 01 is or was serving at the request ofthe Company as a director, officn; employee or 
agent ofanathercorporatian, partnership, joint venture, msf or other enterprise, shall be indemnified by the Company to the full extent permitted by law against all 
expenses and liabilities incurred in cmnection with such proceeding, including any appeal thereof. Such persons shall also be entitled to advancement of expenses 
incurred in defending a proceeding in advance of its final disposition to the full extent p m i t l e d  by law, subject to the conditions imposed by law. 

Any indemnification or advance of expenses under this article shall be paid promptly, and in any event within 30 days, after the receipt by the Company o f a  
witten request therefor from the penan to be indemnified, unless with respect to a claim for indemnification the person is not entitled to indemnification under this 
artjclp. Unless othenvise provided by law. the burden ofproving that the person is not entitled to indemnification shall be on the Company. 

The right of indemnification under this article shall be a ~ontract right inuring to the benefit o f  the persons entitled to be indemnified hereunder and no 
amendment or repeal ofthis article shall adversely affect any right of such perrons existing a1 the time o f  such amendment or repeal. 

The indemnification provided hereunder shall inure to the benefit of the heirs, C X ~ C U ~ O I S  and administrators ofa  penon entitled to indemnification hereunder 

As used in this article, the terms "Company", "other entelprises proceeding", "agent"and "serving at the requesl of the Company" 
shall have the meanings ascribed to them in Section 607.0850 ofthe Florida Business Corporation Act or any Successor statute. 

The right of indemnification under this article shall be in addition to and not exciusive afall  other rights to which persons entitled to indnnnification hereunder 
may be entitled. Nothing contained in this article shall affect any nghts to indemnification to which persons entitled to indemnification hereunder may be entitled by 
contract or o t h m i s e  under law. 

ARTICLE VI 
Resignations and Removals 

SECTION 6.1. Resienntions. Any Director, officer or agent of the Company may resign at any time by giving Uniten notice to the Board of Directon or to 
the Chairman of the Board or to the President or to the Secretary ofthe Company, and any member of any committee may resign by giving witten notice either as 
aforesaid or 10 the committee ofwhich he is a member 01 the chairman thereof Any such resipation shall take effect at the time specified therein or ifthe time be not 
specified, upon receipt thereof; and unless othetwise specified therein, the acceptance of such resignation shall not be necessary to make it effecrive. 

April 16,1991 

SECTION 6 2 .  RemovPlr. Except as o t h m i s e  provided by the Certificate of Reincorporation (in particular Article THIRD (3), Paragraph 3.06 thereon, the 
shareholders at any meeting called for the purpose by vote o fa  majority of the shares ofcapital stock issued and outstanding and entitled to vote at an election of 
Directors may, with or without cause, remove from office any Director. The Board of Directors by rote afnot less than a majority ofthe entire Board may remove from 
office any officer, assistant officer, agent or member ofany committee whether elected or appointed by it  or the President at any time with or without cause, and any 
assistant officer appointed by the President may likewise be removed by the President. Any such removal from office shall not affect the conrracf lights, if any, of the 
nenon so removed. 
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ARTICLE VI1 
Cnpitd Stock and Transfer of Stork 

April 16, 1997 
January 30,2008 

SECTION 7.1. Stock CerIiRcatesRlneertifientpd Shares. The shares of the capital stock of the Company may be certificated or uncertificated as provided 
under Florida law. 

Subject to applicable statutory requirements, any stock cmificates of the Company shall be in B form prescribed by the Board of Directors, duly numbered and 
sealed with the corporate seal of the Company or bearing a facsimile thereof and setting forth the number and kind of shares represented thereby. Such certificates shall 
be signed (either manually or in facsimile) by the President or a Vice President and by the Secretary or an Assistant Secretary of the Company. If any officer who shall 
have signed or whose facsimile signature shall have been placed on a stock certificate shall have ceased to be such officer for any reason before such certificate shall 
have been issued, such certificate shall nevertheless be valid. 

Within a reasonable time afler the issue n transfer of shares without certificates, the Company or its Transfer Agent andlor Registrar shall send the shareholder a 
written statement setting forth the information required on stock certificates under Florida law. 

SECTION 7.2. Transfer Aeent and Reeistrar. The Board of Directors may appoint one 01 more Transfer Agents andor Registrars for its stock of any 
class or classes and may make or authorize such Transfer Agent and/or Registrar to make all such requirements deemed appropriate concerning the issue. transfer and 
registration of such shares. 

SECTION 7.3. Transfer of Stock. No transfer ofthe capital stock of the Company shall be valid against the Company, its shareholders (other than the 
transferor) and its creditors for any purposes (except to render the transferee liable for debts of the Company to the extent provided by law) until the transfer of such 
stock shall have been registered upon the Company's stmk transfer books. 

Shares of capital stack shall be transferable on the books of the Company by assipmen1 in witing signed by the holder of record thereof, his attorney legally 
constituted or his legal representatives upon surrender of the certificate or certificates therefor. if such shares are certificated, or, if such shares are uncertificated, by 
notification, accompanied by wrinen authorization as may be prescribed by the Board of Directors or its Transfer Agent andlor Registrar, and subject to any valid 
restriction on the transfer thereof pursuant to law, the Articles of Incorporation, these Bylaws or any agreement to which the Company is a party. Except as otherwise 
required by law, neither the Company nor any transfer or other agent of the Company shall be bound to take notice ofor recognize any trust, express, implied or 
constmctive, or any charge or equity affecting any ofthe shares of the capital stock, UT to ascertain or inquire whether any sale OT transfer of any such share by any 
holder ofrecord thereof. his attorney legally constituted, or his legal representative, is authorized by such ms t ,  charge or equity or to recognize any person as having 
any interest therein except the holder ofrecord thereof at the time of any such determination. 

SECTION 7.4 Loss of Certificates. In case of the loss, mutilation or destruction ofa certificate ofstock, a duplicate certificate or uncertificated shares in 
place thereof may be issued upon such terms ~i may be prescribed by the Board of Directors or its Transfer Agent and/or Registrar. 

ARTICLE VI11 
Bonds and Debentures 

Every bond or debenture issued by the Company shall be signed by the President or a Vice President and by the Treasurer or an Assistant Treasurer or by the 
Secretary or an Assistant Secretary, and sealed with the seal ofthe Company. The seal may be facsimile, engraved or printed. Where such bond or debmture is 
authenticated with the manual signature of an authorized officer of the coqmrate or other trustee designated by the indenture of tNSt or other agreement under which 
said security is issued, the signature ofany of the Company's officers named herein may be facsimile. In case any officer who signed or whose facsimile signature has 
been used on any such bond or debenture shall cease to be an officer ofthe Company for any reason before the same has been delivered by the Company, such bond or 
debenture may be issued and delivered as though the penon who signed it or whose facsimile signature has been used thereon had not ceased to be such officer. 
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ARTICLE I X  
Cheeks, Drafts and Certain Other 

Obligations for the Payment ofMoney 

July 12,1979 

All notes and other evidences of indebtedness of the Company other than debentures or bonds shall be signed by such officers, agenls or other persons a$ the 
Board of Directors shall by vote or resolution direct. All checks, drafts or other orders for the payment of money shall be signed by such officers, agents or other 
persons as the President or Treasurer may designate. The SignaNTe of any such officer, agent or other pmon so designated to sign checks, drafls or other orders for the 
payment ofmoney may be facsimile if authorized by the President or the Treasurer. 

ARTICLE X 
Sed 

The seal ofthe Company shall consist of a flal-faced circular die with the words and figures “Tampa Electric Company Incorporated 1899 Reincorporated 1949 
Florida” cut oc engraved thereon. 
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Exhibit 10.1 

2007 Amendment and Restatement 

PART ONE 
GENERAL INFORMATION 

SECTION I .  PURPOSE AND EFFECTIVE DATE 

The putpose ofthis plan is to provide key executives of the Company and its subsidiaries with additional retirement income by supplementing the retirement 
benefits provided under the retirement plan. The plan is amended and restated on December 20,2007, generally effective as ofNovember I ,  2001 (unless B specific 
effective date is provided), but retroactively effective as of Janualy I ,  2005 with respect to the changes incorporated to conform the plan to the restrictions contained in 
Section 409A ofthe lntemal Revenue Code and the Rnal Treasury Regulations thereunder 

SECTION 2. DEFINITIONS 

This section contains definitions of some tenns used in the plan 

2.1 Board means the Board OfDireCfom of the Company. 

2.2 -means the retirement plan committee as constituted under the retirement plan. 

2.3 means TECO Energy, Inc. and any SUCC~SSOI to all or a inajor portion of its assets or business which assumes the obligations ofthe Company 
under this plan. 

2.4 &&yg has the same meaning as in the retirement plan. 

2.5 &&&m i nem each employee ofan employer who has satisfied the eligibility requirements set fonh in Section 4 or Section 10 hereof. 

2.6 plan means the TECO Energy Group Supplemental Executive Retirement Plan, as set fonh in this plan instmment, and as it may be amended from time to 
time. 

2.7 Retirement ~ l a n  means the TECO Energy Group Retirement Plan, as amended from time to rime 
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PART TWO 

PARTICIPATION AND BENEFITS FOR EMPLOYEES 
OTHER THAN FORMER EMPLOYEES OF PEOPLES GAS SYSTEM, INC. 

SECTION 3. DEFINITIONS 

This section contains definitions of terms used in this p~rt ofthe plan that are not defined in Section 2 

3.1 Annual eamingS has the same meaning as in he retirement plan, except that the same will bc determined without regard to any dollar limitation on such 
annual eamings that may be imposed under the retirement plan. 

3.2 Averaee annual eamina  o f a  panicipant as ofhis retirement date means the average ofhis annual eamings during whichever of the following periods 
yields the highest average: (a) the 36 consecutive months of active employment preceding the retirement date (or all months of employment if less than 36), or (h) any 
three consecutive calendar years out ofthe five calendar years preceding the retirement date. Bonuses are included as compensation for the period in which paid, 
provided that ifmore than three regular annual bonuses are paid in any 36 consecutive month period, only the largest three consecutive bonuses will he counted. 

Cause !means (d) the willful and continued failure by a participant to substantially perform his duties with the Company (other than any such failure 3.3 
resulting from the panicipant’s incapacity due to physical or mental illness or any such acNd or anticipated failure after the is~uanee o fa  notice ofterminalion by the 
panicipant for good reason) afler a written demand for substantial performance is delivered to the participant by the board, which demand specifically identifies the 
manner in which the board believes that the participant has not substantially performed his duties, or (b) the willful engaging by the panicipant in conduet which is 
demonstrably and matenally injurious to the Company, monetarily or otherwise. For purposes ofthis Section 3.3, no act, or failure to act, on the participant’s pan will 
be deemed “willful” unless done, or omitted to he done, by the pankipant not in good faith and without reasonable belief that the participant’s action or omission was in 
the best interest ofthe Company. Notwithstanding the foregoing, the participant will not be deemed to have been tenninated far cause unless and until there shall have 
been delivered to the participant a copy of a resolution duly adopted by the affirmative vote ofnot less than three-quaners (3/4) of the entire membership ofthe board at 
a meeting of the board called and held for such purpose (after reasonable notice to the participant and an opportunity for the panicipant, together with the panicipant’s 
counsel, to be heard before the board), finding that in good faith opinion ofthe board the panicipant was guilty of conduct set ionh above in this Section 3.3 and 
specifying the particulan thereof in detail. 

3.4 Chanae in control of the com~anv  means a change in control of a naNre that would be required to be reponed in response to Item 6(e) of Section 14A of 
Regulation 14A promulgated under the Securities Exchange Act of 1934, as amended (the “Exchange Act”), 
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whether or not the Compdny is in fact required to comply therewith; provided, that, without limitation, such a change in control shall be deemed to have occurred i f .  

(a) any 'person" (as such term is used in Sections l3(d) and 14(d) ofthe Exchange Act), other than the Company, any tmstee or other fiducialy holding 
securities under an employee benefit plan of the Company or a corporation owned, directly or indirectly, by the stockholden of the Company in substantially the same 
proportions as their ownership ofstock of the Company, is or becomes the "beneficial owner" (as defined in Rule 13d-3 under the Exchange Act), directly or indirectly, 
of securities of the Company representing 30% or more of the combined voting power of the Company's then outstanding securities; 

(b) the following individuals cease to constitute a majority ofthe number of directors lhen serving: individuals who on the date hereof ~onstitute rhe 
Board and any new director (atha than a director whose initial assumption oroffice is in connection with an actual or lhreatened election contest, including but not 
limited to B consent solicitation. relating lo the election ofdirectors ofthe Company) whose election by the Board or nomination for election by the stockholders of the 
Company was approved by a vote of at least No-thirds (213) ofthe directors then still in ofice who either were directon on the dale hereof or whose election or 
nomination for election was previously so approved, cease for any reason to constitute a majority thereof; or 

(c) there is consummated a merger or consolidation ofthe Company or any direct or indirect subsidialy of the Company with any other corporation. 
other than (i) a merger or consolidation which would result in the voting securities of the Company outstanding immediately prior thereto conlinuing to represen1 (either 
by remaining outstanding or by being convened into voting securities of the surviving entity) at leas1 50% of the combined voting securities of the Company or such 
surviving entity or any parent thereof oursranding immediately after such mcrger or consolidation or (ii) B merger or consolidation effected to implement a 
recapitalization ofthe Company (or similar transaction) in which no 'prson" (as defined in this Section 3.4) acquires 30% or more of the combined voting power ofthe 
Company's then outstanding securities; or 

(d) the stockholders ofthe Company approve a plan ofcomplele liquidation of the Company or an agreement for the sale or disposilian by the 
Company of all or substantially all of the Company's assets. 

3.5 

3.6 

Disahililv income dan means the TECO Energy Disability Income Plan, as amended from time to time 

Earlv retirement a m  is (i) prior to August I ,  2007, exactly ten years before the age specified in the table in Section 3.8; or (ii) on and afler August I ,  2007, 
atvainment ofage 5 5 .  

3.7 Good reason means the occurrence (without the panicipant's express written consent) prior to a change in control ofthe Company under the circumstances 
described in Section 3.14 hereof of any one o f  the following acts by the Com~any ,  or failures by the Company fo ad: 
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(a) the assignment to the participant ofany duties inconsistent (except in the nature o f a  promotion) with the position in the Company that the 
participant held immediately prior to the potential change in control of the Company or B substantial advene alteration in the nature or sfatus ofthe participant’s 
position or responsibilities or the conditions of the participant’s employment from those in effect immediately prior to the potential change in control of the Company; 

(b) a reduction by the Company in the participant’s annual base salary as in effect on the effective date ofthis Section 3.7. or such higher amount as is 
in effect from time IO time; 

(c) the Company’s requiring the participant to be based more than fiRy (50) miles from the Company’s offices at which the participant was principally 
employed immediately prior 10 the date of the potential change in control ofthe Company except for required travel on the Company’s business to an extent 
substantially consistent with the participant’s business travel obligations on the effective date of this Section 3.7 or, if later, on lhe date the participant first becomes 
eligible for this plan: 

(d) the failure by the Company to pay to the participant any portion of the participant’s cunent compensation or compensation under any deferred 
compensation program ofthe Company, within seven (7) days of the date such compensation is due: 

(e)  the failure by the Company Io continue in effect any material compensation OT benefit plan in which the participant participates immediately prim to 
the change in control of the Company unless an equitable amngement (embodied in an ongoing substitute or altemative plan) has been made with respect to such plan, 
or the failure by the Company to continue the participant’s participation therein (or in such substitute or altemative plan) on a basis not materially less favorable, both in 
terms ofthe amount ofbenefits provided and the level ofthe participant’s participation relative to other participants, than existed at the time of the potential change in 
control; 

(r) the failure by the Company to continue to provide the participant with benelils substantially similar to those enjoyed by the participant under any of 
the Company’s pension, life insupdnce, medical, health and accident, or disability plans in which the participant was participating at the time ofthe potential change in 
control ofthe Company, the taking ofany action by the Company which would directly or indirectly materially reduce any of such benefits or deprive the participant of 
any material fnnge benefit enjoyed by the participant at the time ofthe potential change in control ofthe Company, or the failure by the Company Io provide the 
participant with the number ofpaid vacation days lo which the participant is entitled on the basis ofthe participant’s yean ofsenice with the Company in accordance 
with the Company’s normal vacation policy in effect at the lime ofthe potential change in control of the Company; 

(g) the failure of the Company IO obtain B satisfacloy agreement from any S U C C ~ S S O ~  to assume and agree to perform the terms ofthis plan; or 
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(h) any purported tennination of the participant's employment which is not effected pursuant to a notice of termination satisfying the requirements of 
all other agreements between the Company and the participant, which purported tennination shall not be effective for purposes ofthis plan. 

The participant's right to treat termination of employment as being within this Section 3.7 will not be affected by the participant's incapaciw due to physical or mental 
illness. The participant's continued employment will not constitute consent to, or a w h i m  or fights with respect to, any CiTcumstance constiruling g w d  reason 
hereunder. 

3.8 Normal retirement aee for purposes ofthis plan is exactly three years before the age specified in the following table: 

3.9 Potential c h a o b  fontrol of the Comnany will be deemed to have occurred if 

(a) the Company enters into an agrement, the consummation ofwhich would result in the occurrence o f a  change in control ofthe Company; 

(b) any person (as defined in Section 3.4). including the Company, publicly announces an intention to take or consider taking actions which if 
consummated would constihlte a change in control of the Company; 

(c) any person (as defined in Section 3.4), other than the Company, any trustee or other fiducialy holding securities under an employee benefit plan of 
the Company or a corporation owned, directly or indirectly, by the stockholders of the Company in substantially the same proportions as their ownership of s t x k  of the 
Company (i) is or becomes the beneficial owner, (ii) discloses directly or indirectly 10 the Company or publicly B plan or intention to become the beneficial owner, or 
(iii) makes a filing under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended, with respect lo securities to hecame the beneficial 
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owners, directly or indirectly, ofsecunties representing 9.9% or more ofthe combined voting power of the outstanding voting securities of the Company; or 

(d) the Board adopts a resolution to the effect that, for purposes ofthis plan, a potential change in control ofthe Company has occurred 

3.1 0 means a pankipant’s lennination of employment from an employer (a) on or after (i) he has reached his noma1 retirement age, (ii) he has 
reached his early retirement age and completed flve yean of service, or (iii) a change in control ofthe Company has occurred, or @) in contemplation o f a  change in 
control ofthe Company. 

3.1 I 

3.12 

&xy& has the same meaning as ‘plan service” in the retirement plan. 

Social Security benefit ofa panicipant as ofhis retirement date (the “computation date”) means the primary insurance amount to which he is or would be 
entitled, payable under Title I1 ofthe Social Security Act as in effect on such date, based on the assumptions: (a) that no changes in the benefit levels payable or the 
wage base under Title II occur afler the computation date; (b) if the computation date falls on or afler the date when he reaches his early retirement age and before the 
date when he reaches his normal retirement age, that his annual earnings during the calendar year in which the computation date falls and any subsequent calendar year 
before the year in which his noma1 retirement age falls is zero; (c)  if the computation date falls before the dare when he reaches his early retirement age, that his annual 
eamings during the calendar year in which the computation date falls and during each subsequent calendar year before the calendar year in which is nonnal retirement 
age falls is equal to his rare ofannual earnings on the computation date, (d) that payment ofhis  primary insunince amount begins for the month afterhe reaches normal 
retirement age, 01 his retirement date if later, without reduction or delay because of future gainful employment or delay in applying for benefits; and (e) that the 
participant’s eamings for calendar years before the calendar year in which the computation dare falls will be determined using his actual eamings history if available, 
and othenvise by applying a six percent retrospective salary scale to the anployee’s rate ofannual eamings in effect on the computation date. The Social security benefit 
ofa participant who retires afler the age specified in the table in Section 3.8 will include any delayed retirement credit. 

3.1 3 

3.14 Termination of emdoyment. 

Survivor income ~ l a n  means the TECO Energy Group Survivor Income Plan. as amended from time to time. 

Effective January I ,  2W5, for purposes ofqualifying for the payment ofbenefits under this pan two (including Section 5) ,  
“remination ofemployment” means a temination of employment that meets the definition of”separa1ion from service” in Treasury Regulations Section I .409A-l(h). 
This definition oftemination ofemployment specifically qualifies the definirians of”retiremen1” in Section 3.1 0 and of”1emination ofemployment in contemplation 
ofachhangeinconnol oftheCanpany”inSectioo3.15. 
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3.1 5 Termination ofemoloment in contemdation ofa chawe in control ofthe Comoany means tamination o f a  participant’s employment by the Company 
without cause or by the panicipant with good reason, if (a) the participant’s employment is terminated by the Company without cause prior to a change in control of the 
Company (whether or not such a change in control ever accun) and such termination was at the request or direction o f a  ’person” (as such term is used in Section I3(d) 
and 14(d) of the Exchange Act) who has entered into an agreement with the Company the consummation of which would constitute a change in control of the 
Company. (b) lhe panicipant termnates his employnent for good reason p n w  to a change in conlrol of the Company (whether or not such a change in control ever 
occurs) and the circumstance or event which constimtes g o d  reason occun at the request or direction ofsuch person, or (c) the participant’s emplopent  is terminated 
by the Company without cause or by the participant for good reason and such termination or circumstance or event which constinites gwd reason is otherwise in 
connection with or in anticipation o f a  change in control of the Campany (whether or not such a change in control ever occurs). 

SECTION 4. PARTICIPATION 

Any active employee of an employer who is elected as an officer by such employer’s board of directors is covered by this pan ofthe plan and is eligible 10 
receive benefits hereunder if he falls in one of the following categories, but only i fhe is not covered by pan three of the plan or by another supplemental executive 
retirement plan or arrangement of the Company or any employer: 

(a) he is in salaly s a d e  level nine or above (prior to A u y s t  I, 2007, salary grede level five or above), and his participation hereunder i s  requested by 
the Vice President ~ Human Resourcm and approved by the Chief Executive Officer ofthe Company, or 

(b) he is in a salary grade level below nine (pnor to August I ,  2007, below five), and his participation hereunder is requested by the Vice President 
Human Resources and approved by the Chief Executive Officer of the Company and the Compensation Comminee ofthe Board. 

The provisions of this pan two of the plan apply only to panicipants covered by part two. References in this pan two to “panicipant” and “eligible” individuals include 
only people who are covered by pari two. 

SECTION 5 .  RETIREMENT BENEFITS 

5.1 Retirement at or after normal retirement aee. Subject to the reductions described in Section 8.1 below. each eligible officer who retires on or atier 
attaining n m a l  retirement age will receive a supplemental inonthly pension equal to one-twelfth of the following: (i) for individuals who become participants pnor to 
August I .  2007, three pacent ofhis average annual eamings multiplied by his years of service up to a maximum of 20 yean; or (ii) for individuals who become 
participants on 01 after August 1,2007, two percent of his average annual eamings multiplied by his years of Service up tu a maximum of30 years. A panicipant’s 
retirement 
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benefit hereunder will he calculated using his years ofservice and average annual earnings as of the Z K N ~  date ofhis retirement. 

5.2 Retirement after earlv retirement aee but before normal retirement aze. A participant who retires on or afler attaining early retirement age but before 
attaining normal retirement age and who has completed five years of service will receive a supplemental monthly pension equal to one-twelffh of the amount 
determined using the formula in Section 5.1 above, multiplied by an early retirement factor determined under the following table: 

Early 
retirement 

factor 

Years by which the stan 
ofpayments precedes 
normal retirement age* 

6 I .70 
c ?C 

4 I .80 

2 I .90 
3 .a5 

'Interpolate f<>r completed months. 

Notwithstanding the foregoing, in the event ofa change in contrd ofthe Company and the subsequent retirement o f a  participant on or afler attaining early 
reltrement age but before noma1 retirement age. or in the event of tennination of a participant's employnent with the Company on or afler attaining early retirement 
age bur before normal retirement age in contemplation o f a  change in control ofthe Company, the participant will receive the benefits provided under this Section 5.2 
whether or not he has completed five years of sewice. 

5.3 Effect ofehanee in control mior to attainment ofearly retirement aee. In the event of a change in control of the Company prior to the attainment of early 
retirement age by any participant, or in the event of termination of a parricipant's employment with the Company pnar to the attainment ofearly retirement age by the 
participant in contemplation of a change in control of the Company, such participant will receive upon his retirement a supplemental monthly pension qual  to one- 
twelfth ofthe amount determined using the formula in Section 5.1 above, multiplied by an early retirement factor determined under the following table: 

Early 
retirement 

Years by which the start 

normal retirement age* 
of payments precedes 

Early 
retirement 

factor 

Years by which the start 

normal retirement age* 
of payments precedes 

28 .- ." 

30 I .IO 
29 . I 1  
28 I . I2  .- ." I 

x 
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*Intetplate for completed months 

5.4 Fonn of P a w ” .  Notwithstanding any provisions of the plan to the eontraly (including, without limitation, references to payments as a monthly 
pension). the only fonn of r e t i r e ”  benefit payable to a participant under the plan is a commuted lump sum psyment that is the actuarial equivalent o f a  life annuity 
(including the value of eamed early retirement subsidies and value of the post-retirement surviving spouse benefit under Section 6.2(c)). AcNarial equivalence will be 
based on the actuarial assumptions specified from time to time in the retirement plan for lump sum payments. The lump sum payment will be made on the first day of 
the month following separation from service (for paymenls commencing June I ,  2005 and later and prior to January I ,  2008, on the fin1 day of the month lhaf is six 
inonths following separation from service). Notwithstanding anything in this plan to the contrary, to the exlcnt required by Section 409A of the Code. payment of the 
 amount^ payable under this Agreement shall he made no earlier than the earlier Of (i) the fin1 day of the first month commencing at least six (6) months following 
separation from service with the Company (within the meaning of Section 409A) or (ii) date ofdeath, with imputed interest on the delayed paymen1 based on the 
interest rate used to determine acruarial equivalence. 

5.5 Enhanced benefits for certain relimes. Certain retirees have been provided enhanced retirement benefits as set forth in Schedule A hereto 
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SECTION 6. SURVIVING SPOUSE BENEFIT 

6.1 Thc surviving spouse of a deceased participant wil l receive the surviving spouse benefit i f  

(a) the participant dies (i) during employment with an employer on or alter he has completed at least five yean o f  service and his combined age and 
years of service total50 or more, or (ii) afler retirement; and 

(b) the spouse and the deceased participant were married to each other for at least the 12 months preceding the participant's date ofdeath and, in the 
case of a participant who dies afier retirement, were married to each other on the participant's date of retirement. 

6.2 Amount of survivine mouse benefit. Subject to the reductions described in Section 8.2 below, the benefit provided under the plan to the surviving spouse 
ofa participant will be determined as follows: 
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6.4 Death benefit whcre lumn sum mid. I fa  participant received a lump sum payment ofhis benefit under Section 5.4, no surviving spouse benefit or other 
death benefit will be payable under the plan to any person. 

SECTION 7. DISABILITY 

7.1 Service during disability A panicipant who suffers a total disability, as defined in the disability income plan, will Continue to be credited with service BS 

i fhe were actively employed by an employer during his period of total disability. If such a participant does not return to active service with an employer, his benefit 
under Section 5 will be calculated using his average annual earnings as ofhis disability date, his total Service including Sewice credited under the preceding sentence, 
and his primaly social security benefit calculated as of the date ofhis disability. 

7.2 Period ofdisability A participant's date ofdisability is his last day ofwork for his employer before becoming unable to continue workingbecause of his 
total disability. A period of total disability of a participant will begin on his disability date and will end on the earlier of the last day ofthe month in which his final 
disability income payment is due under the disabiliry income plan or on the date he retires hereunder and starts receiving benefit payments. 

7.3 Death while disabled. If a participant dim while disabled, his surviving spouse will, ifeligible, receive the pre-retirement WNiVing spouse benefit 
determined uoder Section h.2(a) or (b). 

7.4 No duolication of benefits. A participant may not receive benefits under this plan at any time when he is receiving disability income benefits under the 
disability income plan. 

SECTION 8. OFFSET FOR OTHER PAYMENTS 
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PART THREE 

SECTION 9. DEFINITIONS 

Thts section contains definitions ofterms used in this pan ofthe plan that are not defined in Section 2 

9.1 BeneficiarV means the penon or persons, or the estate of a participant, entitled to receive Pan A payments as set forth in Sections I I . I  and 12.1 and the 
surviving spouse of a participant andlor the participant's unmarried children under the age oftwenty three (23) entitled to receive Part B payments as set forth in 
Section 11.1 and 12.1 subsequent tothedeath ofapanieipae. 

9.2 Bmeficiaw desimation means the witten designation in the form prescribed by the committee by which each participant names the beneficialy(ier) of the 
participant's benefits under the plan. 

9.3 Current comvensalion means the total compensation as solely determined by the employer in determining benefits under this plan 

9.4 Covered comvensation means the amount specified in Schedule B that forms the basis for computation of the participant's death and retirement benefits 
punuant to the terms and conditions of this plan. 

9.5 Earlv retirement date means the date of  a participant's retirement prior lo his normal retirement date. and may occur on the first day of any month 
following the month in which the participant attains his fifty-tiflh birthday and ten years of employment with the employer. 

9.6 Nonnal retirement date means the first day of the month following the month in which the participant attains either his sinry-fifth birthday and has 
completed five yean as a plan participant or his six@-second birthday. has completed five yean as a plan participant, and has completed fifleen yean of employment 
with the employer. 

9.7 Retiremenr and& means severance of employment with the employer at OT afler the anainment ofnormal retirement date or, with the consent of the 
employer, on or afler the early retirement date, provided that for distributions made on or after Januaty I, 2005 the seven" ofemployment meets the definition of 
"separation from service'' in Treasuly Regulations Section I .409A-l(h). This definition specifically applies for the purpose of detennining the participant's eligibility 
for benefits under Section 12 of this plan. 

9.8 
credit for yean of 

Yean ofemvlovment with the emvlover. years ofvarticivation in the vlan, and similar phrases will be construed in such a way that participants receive full 
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employment with Peoples Gas System, Inc. and any other affiliate afLykes Energy, Inc., and years ofparticipation in the Supplemental Executive Retirement Plan of 
Lykes Energy. Inc. for all pulposesofthis plan. 

SECTION IO. PARTICIPATION 

Any active employee af an employer who was formerly employed by Peoples Gas System, Inc. or any other affiliate of Lykes Energy, Inc., was a participant in 
the Supplemental Executive Retirement Plan of Lykes Energy, Inc. and is listed on Schedule B to this plan is covered by this pan ofthe plan and is eligible to receive 
benefits hereunder. T h e  provisions of this pan three of the plan apply only to participants covered by part three. References in this part three to "participant" and 
"eligible" individuals include only people who are covered by part three. 

SECTION 1 I. DEATH BENEFIT 

11 . I  Amount and oavment. If B participant dies before retirement, the employer will pay or cause to be paid a death benefit to such participant's beneficiary. 
Such death benefit will be divided into two parts: Part A and Part B. 

a will be paid in one sum to the participant's beneficiary, as set forth in his beneficiary designation in effect at the time of death, in an amount equal to two 
times the participant's covered compensation less $5O,WO, to he paid an the first day of the month following the participant's date ofdeath. 

partB will be 40% of the participant's covered compensation and will be paid in equal monthly installments for one hundred and eighty inonths or until the 
participant would have attained his sixty-fifth bilthday, whichever is later. Such payment will commence effective the first day ofthe month following the date of 
death. 

Notwithstanding the immediately preceding p a m p p h  ofthis Section 1 I . I ,  {he employes will pay 07 cause tohe paid the dearh benefit specified therein only i f  

(a) at the time of the participant's death prior IO attaining his noma1 retirement date such participant was an employee and had not retired, or was 
totally disabled or on authonred leave of absence; and 

proofof death in such form as determined acceptable by the committee is furnished. (b) 

I I .2  Particioant disabiliw. If a panicipam becomes totally disabled before retirement, he will remain a participant in this plan, hut only if 

(a) such disability was not either intentionally self-inflicted or caused by illegal or criminal acts of the participant; and 
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CO) the participant was an employee at the time he became totally disabled. 

I fa  participant dies pnor to retirement and while disabled in accordance with this Smion I I .2, the death benefit provided in this Section I I will be paid. If a participant 
retires, the retirement benefit provided in Section 12 will be paid. 

The determination ofwhat constitutes total disability and the removal thereof for purposes of this Section I 1  will be made by the committee. in its sole and absolute 
discretion, and such determination will be conclusive. 

SECTION 12. RETIREMENT BENEFll 

12.1 Normal retirement. If a participant has remained an employee until his normal retirement date and then retires, the employer will pay or cause to paid IO 
such participant a retirement benefit. Such retirement benefit will he divided into two parts: Pan A and Part B. 

M will be paid in one sum to the participant’s beneficiary. as set forth in his beneficiary designation in effect at the time ofdearh in an amount equal to one times 
the participant’s covered compensation, to he paid on the first day of the month following the panicipant’s date of death. 

- Part B will be 40% ofthe participant’s covered compensation and will be paid in equal monthly installments in an amount as set forth in Schedule B. Payment of 
such monthly amount will commence on the participant’s noma1 retirement date and will continue for the life af the participant. l f the participant dies after 
retirement, p a y ”  will ~onl inue to the beneficiary until January I ofthe year the participant would have attained his normal life expectancy established at the date 
of retirement. 

12.2 Retirement after normal retirement date. 
participant in the plan. Upon retirement such B participant will be entitled to the benefits provided in Section 12.7 hereof. The monthly payments provided for in 
Section 12.7 hereofwill commence on the date the participant retires. 

A panicipant who continues employment with an employer afier his n m n l  retirement date may remain a 

12.3 Early retirement. A participmt shall cseive an early retirement benefit commencing as ofthe first day of m y  month coincident wilh or following the 
panicipant’s early retirement date, but before the attainmen1 of his normal retirement date, provided that the participant retires. In such event, the participant’s monthly 
early retirement benefit will be the retirement benefit (Parts A and B) set forth in Schedule B multiplied by a fraction, the numenitor of which is the number ofwhole 
yeam the employee has been a participant and the denominator of which is the number ofwhole years between such panicipant’s age at enny into the plan and the 
participant’s age sixtyfive. If the participant’s benefits have been increased since the participant‘s initial entry into this plan, or S U C C ~ S S O ~  or predecessor plans, the 
early retirement 
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benefit will be determined by reducing each incremental benefit increase in accordance with the formula. The reduced amounts will be payable as follows: 

PmA will be paid in a reduced one sum to the participant's beneficiary, as set forth in his beneficiary designation in effect at the time of death, to be paid on the 
first day ofthe month following the participant's date ofdeath. 

PanB will be paid in equal reduced monthly installments. Payment of such monthly amount will commence on the participant's early retirement date and will 
continue for the life ofthe panicipant. If the participant dies after retirement, payments will continue to the beneficiary until Januaq' 1 of the year the participant 
would have attained his normal life expectancy established at the date ofretirement. 

These reduced amounts shall be the only benefits to which such a participant is entitled. 

12.4 Post-retirement death benefit. I fa  participant dies after retirement but before the applicable retirement benefit is paid in full, the unpaid retirement 
benefit payments to which the participant is entitled will continue to be paid to the participant's beneficiary. Such payments shall be made in accordance with the 
payments~heduletotha,participantpursuant toSections 12.1, 12.2 and 12.3 oftheplan. 

12.5 
retirement. 

Exclusivity ofmst-retirement death benefit. No death benefit, 8s defined in Section 11, will be paid lo the beneficiary o f a  participant who dies afler 

12.6 Acclual of retirement benefit. A participant who ceases to be an employee, except as a result ofdeath, retirement, or tom1 disability within the meaning 
of Section 11.2, will not be entitled to any benefits hereunder and the employer will have no obligation hereunder to such participant, provided that in the event the 
employer is merged, consolidated, reorganized, or sells substantially all of its assets to another corporation, finn, or person and such corporation, firm or person tlkes 
action to terminate this plan in accordance with Section 19 or to terminate a participant in the plan as a result of such merger, consolidation, reorganization, or sale of 
assets, such participant will be entitled to those benefits as descnbed in Sections I I .  I and 12.1 and 12.3. 

12.1 Benefit at retirement after attainment ofnormal retirement date. If a participant elects IO continue employment beyond his normal retirelnent date, the 
committee, and only the committee, will specify the amount ofthe participant's retirement benefit. 

SECTION 13. BENEFICIARY 

Each participant will designate his beneficiary to receive benefits under the plan by completing the beneficiary designation. If more than one beneficiary is 
named, the shares andlor precedence ofeach beneficiary will be indicated in the designation. A participant will have the fight to change the beneficiary by submitting to 
the comminee a new beneficiary designation. The beneficiary designation must be aporoved in writing by the emvlaver; however, uvon the einvloyer's 
acknowledgement of approval, the effective date of the beneficiary designation will 
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be the date it was executed by the participant. If the employer has any doubts as to the proper beneficiary to receive payments hereunder, it will have the right to 
withhold such payments until the malm is finally adjudicated. Any payment inade by the employer in good faith and in accordance with the provisions of this plan and 
a participant's beneficiary designation will fully discharge the employer from all further obligations with respect to such payment. 

Part B benefits as set forth in Sections I I .  I and I? .  I of the plan will be paid only to the participant's sulviving spouse andlor participant's unmarried children 
under the rge o f23  as shown in the beneficiary designation. Part A benefits as set forth in Sections 1 I .  I and 12. I of the plan will be paid as shown in the beneficiary 
designation. 

PART FOUR 
MISCELLANEOUS 

SECTION 14. BENEFITS NOT CURRENTLY FUNDED 

14. I No. Nothing in this plan will be construed to create a trust or to obligate the Company or any other employer to segregate a fund. purchase an 
insurance contract, or in any other way currently to fund the future payment o f  any benefits hereunder, nor will anything herein be construed to give any participant or 
any other person fights to any specific assets of the Company or of any ather employer or entity. 

14.2 Grantor trust. Notwithstanding Section 14.1, the Company has established a grantor trust of which it is treated as the owner under Section 671 of the 
lntelnal ReYenUe code. 

SECTION 15. DEFINITIONS 

Where the context so requires, in construing terms used in the plan the masculine includes the feminine. the singular includes the plural, and the plural includes 
the singular. 

SECTION 16. ADMINISTRATION 

The plan will be administered by the committee, which will have full power and authonv to constme, interpret and administer the plan. Decisions a f  the 
committee will be final and binding on all persons. The committee may, in its discretion, adopt, amend, and rescind rules and regulations relating lo the administration 
of the plan. 

SECTION 17. RIGHTS NON-ASSIGNABLE 

No participant, surviving spouse, beneficiary, or any other person will have any nght to assign or otherwise to alienate the fight to receive payments under the 
plan, in whole or in part. 

SECTION I S .  EXCESS BENEFIT PLAN 

This plan will supersede any obligation to pay to participants excess plan benefits under any excess benefit plan provisions in the retirement plan, as such plan 
may be amended from 
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time to time: no excess plan benefits will be payable under any such excess benefit plan to participants 

SECTION 19. AMENDMENT OR TERMINATION 

The Company reserves the fight at any time by action of the hoard Io terminate the plan or to amend its provisions in any way, subject to the requirements of 
Section 409A. In addition, ifthe retirement plan is terminated, this plan will automatically terminate also as of the same effective date, subjecl to the Section 409A 
requirements. Notwithstanding the foregoing, no lerminatim or amendment ofthe plan may reduce the benefits payable under the plan to any person with respect to a 
participant whose employment with his employer was terminated before such termination or amendment and no termination or amendmenl may reduce the benefits to 
be paid with respect to a participant on the dale ofsuch termination or amendment below the amount which such palticipant would have received ifhis employment had 
terminated on the date before such termination or amendment. 

EXECUTED as of December 20,ZWl 

TECO ENERGY, MC 

BY: Is/ Clinton E. Childress 
Clinton E. Childress 
Chief Human Resources Officer 
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SCHEDULE A 

Enhanced Retirement Benefits 

A. I .  
employment until age 62 with annual eaming equal to the rate of eaming in effect on his date of termination of employment. 

A.2. 1994-95 Early Retirement Window. 

David N. Camohell and G. Pierce Wood. The retirement benefils of David N. Campbell and G. Pierce Wood are to be calculated as though each had continued in 

(a) The retirement benefits of each of the following participants are to be calculated by using the factors set forth below: 

Name lncrea~e in Age Increase in Service 

William T. Snyder 3 years, 8 months NIA 

Roben T. Tomczak 3 years 3 years 

Fred W. Maggard 

R.D. Comell 

4 years 

4 years 
4 yeas  

4 years 

(b) Average annual eamings for each ofPhilip G. Flood and John G. Graham is to be calculated using the three consecutive calendar years out of the five 
calendar years preceding the date of retirement which yield the highest average. 

A.3. 
benefit otherwise payable under the plan of $1,062.93 per month. 

Lami D. Noland. The retirement benefit ofLarry D. Noland i s  to be calculated as though he were age 62 '12 on his retirement date, resulting in an increase in the 
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SCHEDULE B 

Covered Cnmensation and Pan A and Part B Benefits of 
Panicioants Covered bv Pan Three ofthe Plan 

Death benefits 
(Section 1 1 . 1 )  

Panicipant Covered Pan A part B 
Compensation 

Gerald E. Cox ~ 1 3 8 , 4 4 5  NIA" N/A* 
Wayne E. Huffman $114,136 NIA' N/A* 

Emest L. Mize $96,626 NIA' NIA* 
Frank J. Sivard 5146,251 "$242,514 "$4,815.23 
M. Lee Young $119,610 NIA" NIA' 

* 
** 
*** 
**** 

He did not die before retirement, so he is no1 entitled to death benefits under Section 11 .I 
Payable only if he dies before retirement. 
Payable only i fhe  retires before death. 
Includes 5933.01 per month for two e x m  years of Service in accordance with severance a g r m e n f  

19 

Retirement benefits 
(Section 12.1) 

Pan A Part B 

$138,445 
5114,736 
$96,626 

***$146,251 
$90,914.33 

54,614.82 
$3,824.53 
$3.220.87 

***$4,815 23 
****$3,03~.4n 
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Exhibit 10.3.1 

AMENDMENT NUMBER 3 T O  THE 
TECO ENERGY GROUP 

SUPPLEMENTAL RETIREMENT BENEFITS 
TRUST AGREEMENT 

Pursuant to Section I I .I of the TECO Energy Group Supplemental Retirement Benefits Trust Agreement (the "Trust"), Ihe Twst is hereby amended, effective as 
provided herein. as follows: 

I. Effective November I, 2007. by substituting the following for Section 2.4: 

For purposes of this Trust Agreement, a "change in control of the Company" shall mean a change in control a f a  nature that would be required to be reponed in 
response to Item 6(e) of Schedule 14A of Regulation 14A promulgated under the Securities Exchange Act of 1934, as amended (the "Exchange Act"), whether or nor 
the Company is in fact required to comply therewith; provided, that, without limitation, such a change in control shall be deemed to have occurred if. 

(a) any 'penon" (as such tenn is used in Sections 13(d) and 14(d) ofthe Exchange Act), other than the Company, any trustee or other fiduciary holding 
securities under an employee benefit plan ofthe Company or a corporation awned. directly or indirectly, by the stockholden of the Company in substantially the 
same proportions as their ownenhip of stack ofthe Company, is or becomes the "beneficial owner'' (as defined in Rule 136-3 under the Exchange Act), directly OT 
indirectly, of securities of the Company representing 30% M mo~e of the combined voting power of the Company's then oulstanding securities: 

(b) the following individuals cease to constimtc r majority of the number ofdirectors then serving: individuals who on the date hereof constitute the Board 
and any new director (other lhan a director whose initial rssumptioo of oftice is in connection with an actual or threatened election contest, includingbut not limited 
IO a eonsent solicitalion, relating to the election ofdirecton ofthe Company) whose election by Ihe Board or nominalion for election by the stockholders of the 
Company was approved by a vote orat  least tw-thirds (2/3) ofthe directors then still in office who either were directors an the dale hereof or whose election or 
nominalion for election was previously so approved, cease for any reason to constitute a majority thereof; or 

( c )  there is consummated a merger or consolidation of the Company or any direct or indirecl subsidiary of the Company with any other corporation, other 
than (i) a merger or consolidation resulting in the voting securities of the Company outstanding immediately prior thereto continuing to represent (either by 
remaining outstanding or by being convened into voting securities of the surviving enlily) at least 50% of the combined voting securities of the Company OT such 
surviving entity DT any parent thereof outstanding immediately after such merger or consolidation or (ii) B merger or consolidation effected to implemenl a 
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~ ~~ ~~~ ~ ~~~ 

recapitalization of the Company (or Similar tnnsaction) in which no “person” (as hereinabove defined) acquires 30% or more of the combined voting power of the 
Company’s then outstanding securities: or 

(d) the stockholders ofthe Company approve a plan of complete liquidation ofthe Company or thew is consummated the sale or disposition by the Company 
of all or substantially all of the Company’s assets. 

(e) Norwithstanding anything in this Trust Agreement to the contraly, a “change in control of the Company” will not be deemed to have occurred until the 
Trustee has received a written certification from an individual who is the president, a vice president or the treasurer ofthe Company immediately before such change 
in con t r~ l  has taken place stating that a change in control has occurred. The Trustee has no duty to inauire as to the existence o f a  cenification and inav rely 
conclusively upon a certification once it is received by the Tmstee 

2. Effective November I .  2007, by insetting the following in a new Section 2.8: 

2.8 In the event the Company has entered into a change in control agreement with an employee who. for purposes of Section 409A of the lntemal Revenue 
Code of 1986, is a “Specified Employee” for whom a six-month waiting period will apply, the amo~n t s  to be paid to any such Specified Employee under his change in 
control agreement will be deposited in the Trust at the c~mmencanent of the sin-month waiting period and shall be oaid 10 the Soecified Employee a1 the end of the 
six-month waiting period according to the terms ofthe Specified Employee’s change in contml agreement. 

All otherterms and conditions oftheTrusr shall remain in full force and effect with no changes thereto 

EXECUTED this 21 day of December. 2007. 

T K O  ENERGY, INC. 
 by:^ IdClinton E. Childress 

Its: Chief Human Resources Officer 
Citibank, N.A., as Trustee 

By:. Is/ Mano Motin 

Its: Trustee 

- 2 -  
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Exhibit 10.19.1 

Compensatory Arrangements with Executive Officers 

Compensation for executives at TECO Energy, Inc. (the '%orporation") consisls of seveml components. Included among these are base salary and an a~nual  incentive 
award program. 

Base salary informatian for named executive officers For 2W8 is set forth in the uble below 

The Corporation's annual incentive plan, last amended in November 2007, is included as Exhibit 10.4 to the Corporation's Annual Repon on Form IO-K to which this 
document is an exhibit (the "Repon"). The 2008 target award percentages for awards under the annual incentive plan for the named execulive officers are set f m h  in 
the table below. 

Compensatory arrangements relating to other aspects of the Corporation's execulive compensalion program are included as exhibits to the Report 

Named Executive Officer Salary and Target Award Percentage Information for 2008 

Name Title 
Shemill W. Hudson 
John B. Ramil 
Gordon L. Gillette 
Charles R. Black 
William N. Cantrell 

Cha i r "  and CEO 
President and Chief Operating Officer 
Executive Vice President and Chief Financial Offlcer 
President ofTampa Electric 
President of Pwples Gas System 

Target 

Salary Award% 

$826,189 80% 
$534,000 70% 
$455,50C 60% 
16368,460 55% 
S313,OW 40% 

* Mr. Hudson's 2008 salary consists of16301 ,I 89 in cash and TECO Energy restricted shares valued at $525,000, with the restrictions lapsing in four quanerly 
installments. MT. Hudson also receives a monthly housing and travel allowance of $5,000, in recognition of his retaining his primary residence in Miami. 
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TECO ENERGY, INC. 
RATIO OF EARNINGS TO FIXED CHARGES 

The following table sels fonh TECO Energy’s ratio of eamings to fixed charges for the periods indicated 

Enhibil 12.1 

before income faxes $ 613.1 $ 363.1 $ 3129 $ (600.6) $ 32.8 

270.1 289.1 298.4 333.5 351.0 Interest expense 

0.0 0.0 0.1 0.3 I .3 

0.0 0.0 0.1 0.7 17.3 

18.0 3.4 60.4 36.1 (0.4) 

Interest expense $ 2 7 0 . 1  $ 2 8 9 . 1  $ 2 9 8 . 4  16 333.5 $ 351.0 
Total fixed charges $ 270.1 $ 289.1 $ ?98.4 $ 333.5 $ 351.0 

Ratio of earnings IO fixed charges 

Amonization of capitalized interest 

Capilalized interest 

(Loss) income from equity I n v w “ t s ,  net 

Eamings before fanes and fired charges 

Deduct: 

$ 865.2 $ 648.8 $ 550.9 $ (303.6) $ 368.2 

3.20~ 2 .24~  1 . 8 5 ~  -<I 1.05x 

For the purposes of calculating these ratios, earnings consist of income hom continuing operations before income taxes, income or loss from equity investments 
(net of distributions) and fixed charges, less capitalized interest. Fixed eharga consist of interest expense on indebtedness and interest capitalized, amortization of debt 
premium, and an estimale of the interest component ofrenlals. TECO Energy, Inc. does not have any preferred stock outstanding, and there were no preferred stock 
dividends paid or acclued during the periods presented. Cenain prior year amounts have been adjusted lo conform to the current year presentation. Further. the company 
had significant charges (most ofwhich were non-cash) and gains in the periods presented. Reference is inade to the financial statements and related notes and the 
Sections titled “Management’s Discussion & Analysis of Financial Condition & Results of Operations” herein as well as in TECO Energy, 1nc:s Annual Repons 
on Form IO-K for the years presented (other than 2004, for which reference is made to TECO Energy 1nc.k Cumnt Repan an Form 8-K dared May 23,2005). 

Ail prior periods presented reflect the classification of Commonwealth Chesapeake Company, LLC (CCC), Frontera Generalion Limited Pannership (Frontera), 
BCH Mechanical (BCH), TECO Thermal, TECO AGC, Ltd., TECO BGA, Prior Energy, TECO-Panda Generating Company (TPGC), and TECO Coalbed Methane as 
discontinued operations. Frontera was sold in December 2004, the sale of BCH was completed in January 2005, and the lransfer of TPGC was compleled in May 2005. 
The sales of Prior Energy and TECO BGA were completed in February 2004. 

Interest expense includes totd interest expensed and capitalized excluding AFUDC, and an estimate of the interest component of rentals. 

( I )  Earnings were insufficient lo cover fined charges by $637. I million. The ratio was -0.89x 
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TAMPA ELECTRIC COMPANY 
RATIO OF EARNINGS TO FIXED CHARGES 

The following table sets forth Tampa Electtic Company’s ratio ofeamings to fixed charges for the periods indicated. 

Exhibit 12.2 

Year Ended December 31, 
(millions) 2007 2006 2005 2004 2003 

~ ~~ ~ 

16 278.4 $ 264.1 $ 285.1 $ 214.9 S 187.4 Income from wntinuing operations, before income tax 

131.4 124.9 114.3 112.4 109.2 

$ 131 .4  $ 124.9 $ 114.3  $ 112.4 $ 109.2 

3 . 1 2 ~  3 . 1 2 ~  3 . 5 0 ~  3 . 4 ~ ~  2 . 7 1 ~  

Interest expense 

Interest expense 
$ 409.8 389.6 400.0 s 387.3 296.6 Earnings before taxes and fixed charges 

$ 131.4 $ 124.9 $ 114.3 $ 112.4 $ 109.2 Total fixed charges 

Ratio of eamings to fixed charges 

For the purposes of calculating these ratios, eamings consist of income from continuing operations before income taxes and fixed charges. Fixed charBes consist 
olintrrest expense on indebtedness, ammiication ofdebt premium and an estimate of the interest component of rentals. Tampa Electric Company had a significant “on- 
cash charge in the 2003 period presented. Reference is made to the financial statmmts and related notes and the sections titled “Management’s Discussion & 
Analysis of Financial Condition & Results of Operations” herein as well as in Tampa Electric Company’s Annual Repon on Form IO-K for the years presented and 
any amendments filed thereto. 

Interest expense includes total interest expense, excluding AFUDC. and an estimate of the interest component of rentals 
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Exhibit 21.1 

SUBSIDIARIES OF THE REGISTRANT 

All of the following subsidiaries of TECO Energy, Inc., are 
pursuant to paragraph (b)(Zl)(ii) ofRegulation S-K Item 601 

organized under the laws of Florida except as indicated. 

Tampa Electric Company 
TECO Diversified, hc. 

TECO Gemstone, h e .  
TECO Coal Corporation (a Kentucky corporation) 

Gatliff Coal Company (a Kentucky corporation) 
Bear Branch Coal Company t* Kentucky Corporation) 
Rich Mountain Coal Company (a Tennessee corporation) 
Clintwood Elkhom Mining Company (a Kentucky corporation) 
Pike-Letcher Land Company (a Kentucky corporation) 
Premier Elkhom Coal Company (a Kentucky corporation) 
Peny Counry Coal Corporation (a Kentucky corporation) 
TECO Spfiiel Operations, LLC (a Delaware limited liability company) 
TECO Spfuel Holdings, LLC (a Delaware limited liability company) 
TECO Synfuel Administration, LLC 

TECO Wholesale Generation, hc. 
TWG Merchant, Inc. 

TECO Guatemala, Inc. 
TECO EnergySource, Inc. 

TPS Guatemala One, Inc. 
TECO Guatemala Holdings, LLC (a Delaware limited liability company) 

TECO Guatemala Services, LTD (a Cayman Islands company) 
TPS San Jose Intemational, Inc. (a Cayman Islands company) 

TPS San Jose, LDC (a Cayman Islands company) 
San Jose Power Holding Company, LTD (a Cayman Islands company) 

TPS lntemational Power, Inc. (a Cayman Islands company) 
TPS de Ultramar, LTD (a Cayman Islands company) 

TPS de Ultramar Guatemala, S.A. (a Guatemalan company) 

The following list omits certain subsidianes 
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Exhibit 23.1 

CONSENT OF INDEPENDENT REGISTERED CERTIFIED PUBLIC ACCOUNTING FIRM 

We hereby consent to the incorporation by reference in the Registration Statemenls on Form S-8 (Nos. 333-02563.333-25563,333-60716 and 333-1 15954). and on 
Form S-3 (Nos. 333-R3958,333-102018 and 333-1 32243) ofTECO Energy, Inc. and its subsidiaries of our report dated February 21,2008 relating IO the financial 
~tatements, financial mtement schedules and the effectiveness ofintemal control over financial reporting, which appears in this Form 10-K. 

PncewaterhouseCoopers LLP 
Tampa, Florida 
Februaly 27,2008 
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Exhibit 23.2 

CONSENTOF INDEPENDENT REGISTERED CERTIFIED PUBLIC ACCOUNTING F R M  

We hereby consent to the incorporation by reference in the Registration Statemeas on Form S-3 (Nos. 333-55090,333-91602 and 333-132243-01) of Tampa Electric 
Company and its subsidiaries ofour repon daled Februaly 21,2007 relating to the fiWAncid slatements and financial statement schedule, which appears in this Form 10- 
K. 

PncewalerhouscCwpers LLP 
Tampa, Florida 
Februaly 21,2008 
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Exhibit23.3 

CONSENT OF INDEPENDENT EXPERTS 

Marshall Miller & Associates, Inc. hereby consents lo the incolporation by reference into this Registration Statement on Form S-3 of TECO Energy, Inc. (the 
“Company”) of the information contained in our audit repon, dated as oflanuan 22,2008, regarding the coal reserves ofthe Company’s subsidiarier, the results of 
which audit are reflected in the Company’s Annual Repon on Fonn IO-K. 

Marshall Miller & Associates, Inc. 

Is/ K. Scott Keim 
K. Scott Keim 
President 

F e b m q  21, ZOO8 
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CERTIFICATIONS 

I, Sh-ll W. Hudson, cenify that: 

I. 1 have reviewed this annual repon on Fonn IO-K of TECO Energv, Inc.; 

Exhibit 3 1.1 

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

The registrant's other cenifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act 
Rules 13a-IS(e) and ISd-l5(e)) and intemal control aver financial reponing (as defined in Exchange Act Rules 13a-I5(fl and 15d-15(0) for the registrant and 
have: 

a) 

4. 

Designed such disclosure controls and procedures, OT caused such disclosure controls and procedura to be designed under OUT supervision, to ensure that 
material information relating to the registrant, including its consolidated subsidiaries, is made kno\\n to us by others within those entities, panicularly during 
the period in which this report is being prepared; 

Designed such intemal control over financial reporting, or caused such intemal control aver tinanckl repwing to be designed under our supervision, to 
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial ~tatements for ertemal purposes in accordance 
with generally acccpted accounting principles; 

Evaluated the effectiveness of the rcgistranl's disclosure contiol~ and procedures and presented in this report our conclusions about the effectiveness of the 
disclosure controls and procedures, as of the end of the period covered by this repon based on such evaluation; and 

Disclosed in this repon any change in the registrant's intemal contml over financial reporting that occurred dunng the registrant's most recent fiscal quaner 
that has materially affectcd, or is reasonably likely to materially affect, the registrant's intemal control over financial reponing; and 

b) 

c) 

d) 

5 .  The registrant's other cenifying officer and I have disclosed, based on our #most recent evaluation of intemal control over financial reponing, lo the registrant's 
auditon and the audit committee of the registrant's board ofdirecton (or persons performing the equivalent functions): 

a) All significant deficiencies and material weaknesses in the design or operation ofintemal c m l ~ l  over financial reporting which are reasonably likely to 
adversely affect the registrant's ability to record. process, summarize and report financial information; and 

Any fraud, whether or not mataial, that involves management 01 other employees who have a siwificant role in the registrant's intemal control over financial 
reponing. 

h) 

Datc: February ZX, 2008 Is/ S. W. HUDSON 
S. W. HUDSON 
Chairman of the Board, and 
ChiefExecutive Offker 
(Principal Executive Officer) 
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CERTIFICATIONS 

I, Gordon L. Gilletre, certify that: 

I. I have reviewed this annual repon on Form IO-K ofTECO Energy, lnc.; 

Exhibi131.2 

2. Based on my knowledge, this repon does not contain any untme stalement o f a  material fact or omit to stale a inaterial Fact necessary IO make the statements made, 
in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this rrpon; 

5 .  The registrant's other certifying ofticer 2nd I have disclosed, bascd on our most recent evaluation of i n tma l  connnl over financial reponing, to the registrdnf's 
auditors and the audit committee of Ihe registrant's board of directors (or penons performing the equivalenl functions): 

a) All significant deficiencies and material weaknesses in the design or operation of intemal con t r~ l  over financial reporting which are reasonably likely IO 

adversely affecl the registrant's ability to record, process, SummaHze and repon financial infunnation: and 

Any bud, whether or not material, that involves management or other employees who have a significant role in the registrant's intemal control aver financial 
reponing. 

b )  

Date: February 28,2008 Is1 G .  L. GILLETTE 
G .  L. GILLETTE 
Executive Vice President 
and Chief Financial Officer 
(Principal Financial Oftier) 
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Exhibit 31.3 
CERTIFICATIONS 

I, Sherill W. Hudson, certify that: 

I. 

2. 

I have reviewed this annual report on Form 10-K of Tampa Eleclric Company; 

Based an my knowledge, this repon does not COntdin any untme statement of a material fact or omit to state a material facl necessary to )make the ~talement~ made, 
in light of the circumstances under which such Statements were made, not misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial 
condition, resull~ ofoperations and cash flows of the registrant as of, and for, the periods presented in this repon; 

The registrant's other certifying officer and I me responsible for establishing and inaintaining disclosure controls and procedures (as defined in Exchange Act 
Rules 13a-I5(e) and 15d-I5(e)) and fortheregistrant and have: 

a) 

4. 

Designed such disclosure ~ o n t r o l ~  and procedures, or caused such disclosure controls and procedures to he designed under our supervision, to ensure that 
material information relating Io the regiStmt, including its consolidated subsidiaries. is made known to us by othen within those entities, particularly during 
the period in which this repon is being prepared; 

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this repon OUT conclusions about d e  effectiveness of the 
disclosure controk and procedures, as of the end of the period covered by this repon based on such evaluation; and 

Disclosed in this report any change in the regimmt's intemal contr~l  over financial reponing that occurred during the registrant's most recent fiscal quarter 
that has materially affected, or is reasonably likely to inatenally aN-I, the registrdnt's inlemal control over financial reporting; and 

b) 

c) 

5.  The registrant's other certifying ofticer and I have disclosed. based on ow most ~ecent evaluation ofintemal conl~d over financial reporting, to the registrant's 
auditors and the audit committee of the registnnt's board of directors (or persons performing the equivalent functions): 

a) All significant deficiencies and male"a1 weaknesses in the design or operation of intemal control over financial reporting which are reasonably likely to 
adversely affect the registrant's ability to record, process, summarize and report financial information; and 

Any Fraud, whether or not material, that  involve^ management or other employees who have a significant role in the registranr's intemal control we? financial 
reponing. 

b) 

Date: February 2 8 ,  ZWX Is/ S .  W. HUDSON 
S. W. HUDSON 

263 



Exhibit 31.4 
CERTIFICATIONS 

I, Gordon L. Gillette, certify that: 

I .  

2. 

I have reviewed this annual report an Form IO-K ofTampa Electric Company; 

Based on my knowledge, this n p o n  does nul contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, 
in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report; 

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

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act 
Rules 13a-I5(e) and 15d-I5(e)) and for the registrant and have: 

a) 

4. 

Designed such disclosure contmk and prucedures, or caused such disclosure ~ontrols and procedures lo be designed under our supemision, to ensure that 
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, panicularly during 
the period in which this report is being prepared; 

Evaluated the effectiveness of the registrant's disclosure ~ o n t r d ~  and procedures and presented in this report our cunclmions abaut the effectiveness of the 
disclosure  control^ and procedures, as of the end of the period covered by this repon based on such evaluation; and 

Disclosed in this repon any change in the registrant's intemal control over financial reporting that occurred during the registrant's most recent fiscal quarter 
that has inaterially affected, or is reasonably likely to inaterially affect, the registrant's intemal control over financial reporting; and 

b) 

c )  

5 .  The registrant's other certifying officer and 1 bave disclosed, based on ow most recent evaluation of intemal control over financial reporting. to the registrant's 
auditors and the audit committee of the registrant's board of directon (or persons performing the equivalent functions): 

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

Any fraud, whether or not material. that involves management or other employees who have B significant role in the registrant's internal ~ontrol over financial 
reponing. 

b) 

Date: Febmary 28,2008 Is/ G. L. GILLETTE 
G. L. GILLETTE 
Senior Vice President - Finance 
and Chief Financial Officer 
(Principal Financial Officer) 
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Exhibit 32.1 

TECO ENERGY, INC 

Certification of Periodic Finsnciol Report 
Pursuant to 18 U.S.C. Section 1350 

Each ofthe undersigned officers ofTECO Energy, Inc. (the "Company") certifies, under the standards set forth in and solely for the purposes of I8  U.S.C. 
Section 1350, as adopted pursuant to Section 906 ofthe Sarbsnes-Oxley Act of2002, that, to his knowledge, the Annual Repon on Form IO-K of the Company for the 
year ended December 3 I ,  2W7 fully complies with the requirements of Section 1318) or l5(d) ofthe Securities Exchange Act of 1934 and information contained in that 
Form I 0-K fairly presents. in ail material respects, the financial condition and results of operations of the Company. 

Dated: February 28,2008 

Dated: February 28,2008 

/s i  S. W. HUDSON 
S. W. HUDSON 
Chief Executive Officer 

lsl G .  L. GILLETTE 
G .  L. GILLETTE 
Chief Financial Officer 

A s i p d  original of this willen sfatemen1 required by Section 906, or other document authenticating, acknowledging, or otherwise adopting the simarure that 
appears in typed I m n  within the electronic version ofthis witten statement required by Section 906, has been provided to the Company and will be retained by the 
Company and furnished lo the Securities and Exchange Commission or its staff upon request. 

The foregoing certification is being fumished to the Securities and Exchange Commission as an exhibit to the Form IO-K and shall not be considered filed as 
pait of theFom 10-K. 
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Exhibit 32.2 

TAMPA ELECTRIC COMPANY 

Certification of Periodic Financial Report 
Pursuant to 18 U.S.C. Section 1350 

Each ofthe undersigned officers ofTampa Electric Company (the “Company”) certifies, under the standards set forth in and solely for the purposes of I8 
U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to his knowledge, the Annual Repon on Form IO-K orthe Company 
for the year ended December 31,2007 fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and information contained 
in that Form IO-K fairly presents, in all material respects, the financial condition and results ofoperations of the Company. 

Dated: Februaly 28,2008 

Dated: FebNary 28,2008 

Is/ S. W. HUDSON 
S. W. HUDSON 
Chief Executive Officer 

Is/ G. L. GILLETTE 
G. L. GILLETTE 
Chief Financial Officer 

A signed original of this witten statement required by Section 906, or other document authenticating, acknowledging, or othenvise adopting the signature that 
appears in typed fonn within the electronic VeCiion of this written statement required by Section 906, has been provided to the Company and will be retained by the 
Company and furnished to the Securities and Exchange Commission or its staff upon request. 

The foregoing certification is being furnished to the Securities and Exchange Commission as an exhibit to the Form 10-K and shall not be considedered filed as 
pan of the Form 10-K. 

Created by 1 OKWizard  wuw. 1OKWizard.comSource: TAMPA ELECTRIC CO. 10-K, February 28. 2008 
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Exhibit A-2 

267 



Table of Contents 

UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON, D.C. 20549 

AMENDMENT NO. 1 

FORM 10-WA 
Annual Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 

kor Ihc fiiral ycrr endcd Dcrcmbcr 31,2007 

OR 

0 Transition Report Pursuant to Section 13 or 1S(d) of the Securities Exchange Act of 1934 

bor l l i c  iiilniilinn period h-om Lo 

Commhaion 
Filr NO. 
1.8180 

1-5007 

Exact name o f r x h  Rqistrsnt as apecified 
in i t s  charter, atsL of IncorporaflUn, sddrcss of 

prlncip.1 cxccutive otiieca. tclephone nvmher 
TECO ENERGY. INC. 
la Florida corgora!io#?l 
TWO pi- 
702 N Fhnklm Slroel 
Tunpa. Hmidn 33"2 
(",3)22R-I I I E 

TAMPA ELECTRIC COMPANY 
(a Florida co-nlioa) 
TECO Plaza 
702 N. Franklin Sliccl 
Tampa. Florida 33002 
(6131228-11ll 

I.R.S. Employer 
Idmtificsdon 

Number 
59-2052186 

5'%047S.140 

lndicalc hy shcck mark whcihcr TECO Encrgy, Ihc. is a law< ~ s s ~ l c r a i ~ d  hbr, an rccslcratcd filcr. il non-rcceleralod filcr. or B rmallrr reponing company. SEE llic dcfinaimr of"1rrgl; rcsclcralcd 
filcr: "accslcralcd filer" and "rmrllcr rcponmg company" m Rule 12b~2 oflhc Exchmgc Act (Check mcl: 

I-rrgc Accclenlsd film El Accclcrrred filcr 0 Non-Accdcralod filcr 0 Smsllcr mporlmg company 0 

lndlsalc by clicck mark whclha lampr Eliclr ic Company is a Irrge accclcratcd 61sr. an rrsolcraed film a non-a~celcratrd filer, or I rmal l~r  reponing compmy. SEC Ihc definiaons 0f"lrvgs 
rccclcrard fiIcr,""acccler~lrd filw m d  "sn~sllcr reponing company" in Rulc l2b-2 ofihc exchmgc Aci. lcheck one). 

L a w  Accclcrrkd filcr 0 Assulcralud film 0 Non~Accolcralcd filar Sniallcr ccpoiling company 0 

lndicatc by check mark uhclhcr TLCO Enorgy. Inc I J  il rhdl compmy (as dofincd in Rulc 12b-2 d l h e  Acl). Y E S  0 NO E4 



Thc numbn ofsharcs of TECO Encerby. I ~ c . ' s  common stock mtsmding as of Feb. 25. 2W8 was 210,915,193. As ofFch. 2s. 2008. chum W E ~ C  10 shilrcr of Tampa Eloriric Compauy'r ~ommon stock 
wucd and ouwmdmg all ofwhich wcrc hcld. heneticially and ofrccad. by TECO Encrby. Inc. 

DOCUMENTS INCORPOHATED BY REFERENCE 

Ponions ofthc D~finilive Proxy Salemini rclalmg ID Ihc 2008 Annual Mcemg of Shareholders ofTECO Encrgy, 1115 arc Wcorpomtcd by rcfcxnce into Pan 111. 

Tampa Elccl ic Company mmlh thc condiiions IC< fonh m OcnCrrl lilJlmCliOn (I) ( I )  la) md (b) of Form IO~K and 19 Lheicforc filing chis f m  with tbc ieduccd dmlorurc formal 

This cumhulcd Form IO-K reprcscnlr soparric filings by TECO Lnmm, I ~ c .  and Tampa EICCVIC Company lnformalion conbincd hercin relating 10 an indindual ngtrlranl i? tilcd by lbal mgi~Lrsnl on 
( I$  own bchalf. Tampa Eleclic Company m a l c ~  no reprcicnlalioni j l ~  ID thc infom>alioa rdrling to T W O  Ensrby. l n ~ . ' ~  olhcr ~pmalioni. 

cuverpaEr or103 
lndcx Lo Exhibits hcginr on page 103 
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EXPLANATORY NOTE 

This amendment is being filed to include the confonned signahre blocks of PncewaterhauseCoopers, LLP on each ”Repan of Independent Registered Cenified Public 
Accounting Firm” set fQrlh an pages 101 and I61 of the combined ~ n n u a l  Repon ofTECO Energy, Inc. and Tarnpa Electric Company on Form IO-K for the year 
ended Dec. 31,2007 as originally filed with the Securities and Exchange Commission on February 28,2008 (Original Form IO-Kj. These signed repons were obtained 
by us prior to OUT filing ofthe 0”ginal Form 10-K with the Seciirities and Exchange Commission. We have also corrected the transposition afthe “2007” and ‘2006” 
column headings on page 163 of the Tampa Electric Company Consolidaled Balance Sheet. Thhere are no other changes being made to the Financial Stalements orany 
other matter in Pan 11. Item 8 of the Origiilal Form IO-K. 

We have also included in Pan 11, Item 9A, a specific cross-reference to the lmation of the repon of the independent registered certified public accounting finn with 
respect to TECO Energy 1nc:s internal comol over financial reponing, but have made no substantive changes to that section. 

No changes are being made pursuant to this amendment to any other itan of our Original Fonn IO-K other than the updating ofthe Exhibits to include updated 
Certifications of the Chief Executive and Chief Financial Officers, including adding the certification of intemal control over financial reponing to the Certifications of 
Tampa Electric Company, and an updated consent of PricewatemouseCwpers, LLP, lndcpendent Registered Cenified Public Accounting Firm. 

270 



TECO ENERGY, INC. 
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Item 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA 

TECO ENERGY. INC. 

hlanaecment's Reom on lntcimal Control Over Financial Rcnonii?~: 

Renort of Indeoendent Rclristered Cenified Public Accoonlinr Finn 

Consolidated Balance Sheets. DCC. 31.2007 aid 2006 

Consolidated S~arements of Income firr the years ended Dec. 3 I. 2007. 2006 and Z O O  

Consolidated Statements of Comarehensiw Income for the years ended Dec. 3 I .  2007,2006 and ZOO5 

Consolidaled Statements ofCash Flows for the veam ended Dec. 3 I ,  2007,2006 and 2005 

Consolidated Statements of Caoital Sbr {lie yean ended Dec. 3 I ,  ZuO7.2006 and 2005 

Notes to Consolidated Financiill Slaicinsiirr 

Financial Statement Schedule CCondensed Parent Comnanv Finaiicial Staiements 

Finilncial Statement Schcdule II-Valu~tion and Quulifvinu Accounts and Resemes for the vem ended Dec. 31,2007,2006 and 2005 

SiMarures 

NO. - 
2 

3 

4-5 

6 

7 

8 

9 

10-61 

96-99 

100 

102 

All other financial Statement schedules have been omitted since they are not required, are inapplicable or the required idonnation is presented in the financial 
statements or notes thereto. 
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TECO ENERGY, INC. 

MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

Our management is responsible for establishing and maintaining adequate intemal control over financial "porting. as such tenn is defined in Rule I3a-15(0 of 
the Securities Exchange Act of 1934, as amended. We conducted an evaluation ofthe effectiveness ofTECO Energy, Inc.'s internal control over financial reponing as 
of December 31,2007 based on the framework in Intemal Control-Integrated Framework issued by the Comminee of Sponsoring Organicalions of the Treadway 
Commission. Based on our evaluation under this framework, our management concluded that TECO Energy, Inc.'s intemal eonlrol over financial reponing was 
effective as of December 31,2007. 

2 

273 



Table of Contents 

Report of Independent Registered Certified Public Accounting Firm 

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

In our opinion, the consolidated financial statemenls listed in the accompanying index present fairly. in 811 material respects, the financial position of TECO 
Energy, Inc. and its subsidiaries at December 3 I, 2007 and 2006, and the results of their operations and their cash flows for each of the three years in the period ended 
December 3 I, 2007 in conformity with accounting principles generally accepted in the United States of America. In addition, in our opinion, the financial Statement 
schedules listed in the accompanying index present fairly, in all matend respecls, the infonnation set fmth therein when read in conjunction with the related 
consolidated financial statements. Also in OUT opinion, the Company maintained, in all material respects, effeetive intemal control over financial reponing as of 
December 31,2007, based on criteria established in lntemal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway 
Commission (COSO). The Company's !management is responsible for these financial statements and financial Statement schedules, for maintaining effective inlemal 
control o y e ~  financial reporting and for its assessment of the effectiveness of internal control over financial reporting, included in the accompanying Management's 
Report on h e m a l  Control Over Financial Reponing. Our responsibility is to express opinions on these financial Statements, on the financial statement schedules, and 
on the Company's internal control over financial reporting based on our integrated audits. We conducted our audits in accordance with the standards ofthe Public 
Company Accounting Oversight Board (Unitcd States). Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the 
financial statements are free ofmaterial misstatement and whether effective internal control over financial reponing was maintained in all inaterial respects. Our audits 
of the financial statements included examining, on a test basis, evidence supponing the amounts and disclosures in the financial statements, assessing the accounting 
principles used and significant estimates made by management, and evaluating the overall financial statement presentation. Our audit of internal contiol over financial 
reporting included obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, and testing and evaluating 
the design and operating effectiveness ofintemal control based on the assessed risk. Our audits also included performing such other procedures as we considered 
necessary in the cirwiiistances. We believe that OUT audits provide a reasonable basis for o w  opinions. 

As discussed in Note 4 to the financial statements, the Company changed its method ofevaluating ils uncertain tan positions as ofJanuary I ,  2007. Also, as 
discussed in Note 5 to the financial statements, the Company changed its inethad of accounting for its defined benefit pension and other postretirement plans as of 
December 31,2006. Funher, as discussed in Note 1 to the financial stalements, the Company changed its method ofaccounting for stock-based compensation as of 
~anuaty  I ,  2006. 

A company's intemal control over financial reponing is a process designed to provide reasonable assurance regarding the reliability of financial reporting and 
the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A company's internal control over financial 
reponing includes those FOliCieS and procedures that (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and 
dispositions of the assets of the company; (ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation offinancial statements in 
accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of 
inanagemen1 and directon of the company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or 
disposition of the company's assets that could have a material effect on the financial statements. 

Because of its inherent limitations, internal control over financial reponing may not prevent or detect misstatements. Also, projections of any evaluation of 
effectiveness to future periods are subject to the risk that ~ontrols #nay become inadequate because of changes in conditions, or that the degree ofcompliance with the 
policies or prucedurer may deteriorate. 

Is1 Prii.ewaterh~,"s~C""p~~ LLP 

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

Consolidated Balance Sheets 

Asses 

p"iffi"nr~ 
current assets 

Cash and cash eauivalents 
Restricted cash 
Receivables. less allowance for uneollectibles of $3.3 and $4.6 at Dec. 31,2007 and Dee. 31,2006, respectively 
Crude oil options receivable, net 
Inventories, at average cost 

F"d 
Materials and supplies 

current regulatay assets 
Current derivative assets 
Income tax receivables 
Prepayments and other current assets 

Total current assets 
Property, plant and equipment 

Utility plant in m i c e  
Electric 
Gas 

Constluction work in progress 
Other propmy 
Prupeny, plant and equipment 
Accumulated depreciation 

Total property. plant and equipment, net 
Other assets 

Deferred income taxes 
Other investments 
Long-term regula1ory assets 
Long-term derivative assets 
Investment in unconsolidated affiliates 
Goodwill 
Deferred charges and other assets 

Total other assets 
Total assets 

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

4 

DIE. 31, 
2007 

$ 162.6 
7.4 

295.9 
78.5 

85.8 
68.2 
67.4 
0.3 
0.7 
- 23.0 

789.8 

5,275.2 
917.4 
364.8 
- 336.4 

6,893.8 

- 4,888.2 

424.9 
22.9 

186.8 
1.9 

275.5 
59.4 

(z,oos.a) 

~ 115.8 

$ 6,765.2 
1,087.2 - 

Dee. 31, 
2006 

$ 441.6 
37.3 

334.9 
3.4 

85.0 
74.6 

255.7 
7.1 

18.8 

5,030.4 
877.1 
334.1 

7,084.1 

- 4,766.9 

630.2 
8.0 

231.3 
0.1 

292.9 
59.4 

- 841.9 

(2,317.2) 

- 87.3 
- 1,309.2 
$ 7,361.8 - 
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T E C O  ENERGY, INC. 

Consolidated Balance Sheets-ontinued 

Liabilities and Capitol 

,"O"d 

Current  liabilities 
Long-term debt due within one year 

RCCO!lI% 

N""-rVX"W 
Junior subordinated notes 

Notes payable 
Accounts payeble 
Customer deposits 
Cumnt regulatory liabilities 
Current derivative liabilities 
Interest accrued 
Taxes accrued 
Other current liabilites 

Total current liabilities 
Other liabilities 

lnve~iment tax credits 
Long-term regulatory liabilities 
Long-tcrm derivative liabilities 
Deferred credits and other liabilities 
Long-term debt. less amount due within one year 

Rec0"W 
NO"-XCO"rSe 

Total other liabilities 
Commitments and contingencies (see Note 12) 

Capital 
Common equity (400.0 million shares authorized; par value $1; 
210.9 million shares and 209.5 million shares outstanding at Dec. 31,2007 and Dec. 31,2006, respectively) 
Additional paid in capital 
Retlined eamings 
Accumulated other comprehensive loss 
Total capital 

Total liabilities and capital 

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

5 

Dm. 31, 
2007 

$ 5.1 
1.4 

25.0 
302.1 
138.1 
35.4 
26.0 
32.1 
33.2 
18.0 

617.6 

12.2 
582.7 

0.1 
317.2 

3.149.4 

- 

9.0 
4,130.6 

210.9 
1.489.2 

334.1 
(17.2) 

2,017.0 
$ 6,765.2 

Der. 31, 
2006 

$ 566.1 
I .3 

71.4 
48.0 

326.5 
129.5 
46.1 
70.3 
50.5 
25.3 
14.2 

1,350.4 
- 

14.7 
555.3 

3.7 
496.1 

3,202.2 
10.4 

4,282.4 
- 

209.5 
1.466.3 

83.7 
(30.5) 

1,729.0 
$ 7,361.8 
- - 
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TECO ENERGY, INC. 

Consolidated Statements of lncomc 

-Diluted 
- Basm Earnings per share from continuing opcrstiuns 

-0llukd 
- Hasx  
- Dllulcd 
- Haslc 
- Dilukd 

2007 -- 

S 2.786.3 
149.8 

3.53h.l 

854.i 
271.9 
389.5 
280 4 

435.4 
206.4 

16.6 
183.5 
263.1 

2IX.3 
1221.3) 

- - 
2,899.5 

636.6 

4.5 

112.51 
112.0 

hR.5 
152.1 
- 

259.5 

257.8 
510.9 

2 1  

2142 
3167 
82.2 

398 9 

- 

~ 

,113) 
14.3 

S 413.2 
209.3 
209.5 

s 1.91 
s 1.x 

- 
~ 

- 

s 007 
6 n.oi 
s I 9 8  
S 1.97 
s o m  - 

2006 

S 2.660.3 
187.8 

3,448.1 

803.4 
221.3 
365.3 
194.0 

4sn.z 
217.8 

IS.6 
183.3 
282.2 

2175 

3.0299 
418.2 

( 2 0 7 1  

2.7 
94.5 

58 9 
153.6 

219.4 

218.3 
293.5 
118.7 
174.8 
69.6 

244.4 

(2.51 

-1 

2 3  
0 4  
I .9 

S 246.3 - 
2019 
2081 

S I 1 8  
s I l l  

E 001 
S I I 9  
S I I 8  

s on1 

s 0760 - 

zoos 

S 2,293 8 
716.3 

3.01n.i 
~ 

461.1 
269 7 
350.2 
?in.; 

412.5 
191.f 
493 

16R.4 
282.2 

194.7 
3.2 

2.hS3.4 
356.1 

- 

171.6 
174.2) 
60.4 

157.8 

288.7 
- 

~ 

288.l 
225.8 
m . 9  - 
I239 
87.1 - 

2ii.n 

88.2 
24.7 
61.5 

S 214.5 
~ 

- 
206.1 
208.2 

s I 02 
s 1.00 
s 0.31 
s 0.31 
S 1.33 
S 1.31 
s OlM - - 

The accompanying notes are an integral pan o f  the consolidated financial stal~menis. 
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TECO ENERGY, INC. 

Consolidated Statements of Comprehensive Income 

2007 2006 200s 
(Million,, 
Pour rheyrarrmdrdDe'. 31, 
Net income $ 413.2 $ 246.3 16 274.5 
Other comprehensive income (loss), net of t a l  

Net unrealized losses on cash flow hedges 
Amoniration o f  unrecognized benefit Costs 
Recognized benefit costs due lo Curtailment 
Change in benefit obligation due lo annual remeasurement 
Other comprehensive income (loss), net of tax 

Comprehensive income 

(6.3) (0.3) (0.l) 
- 2.4 

8.7 
~ 

- - 
8.5 42.1 (7.2) 

13.3 42.4 (7.3) 
S 426.5 S 288.7 $ 261.2 

The accompanying notes are an integral pan of the consolidated financial statements. 
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TECO ENERGY, INC. 

Consolidated Statements of Cash Flow 

,",illiO"S) 
For Ihr c a n  cndrd Dec. 31, 

Cash flows from operating activities 
Net incomc 
Adjustments to reconcile net income to net cash from operating activities: 

Depreciation and anionization 
Deferred income taxes 
Investment tax credits, net 
Allowance for other funds used during COnStnICtiOn 
Non-cash stock compensation 
Gain on d e s  ofbusiness I assets, pretax 
Equity in eamings of unconsolidated aftiliaies, net of cash distribuiions on eamings 
Minority interest 
Non-cash debi entinguishmeni I exchange 
Asset impairment 
Derivatives marked to market 
Deferred recovery clause 
Receivables, less allowance for uncollectibles 
inventories 
Prepayments and other deposits 
Taxes accrued 
Interest accrued 
Accounts payable 
Other 

Cash flows from operating activities 
Cash flows from investing activities 

Capital expenditures 
Allowance for other funds used during consmction 
Net proceeds from sales of business I asset3 
Restricted cash 
Distributions from unconsolidated affliates 
Other investments 

Cash flows (used in) from investing activities 
Cash flows from financing activities 

Dividends 
Proceeds from sale of common stock 
Proceeds from long-term debt 
Repapen t  of long-term debt 
Contributions from minority interests 
Debt exchange premiums 
Exchange o f  equity m i l s  
Net (decrease) increase in short-term debt 
Other 

Cash flows (used in) from financing acliviiies 
Net (decrease) increase in cash and cash equivalents 
Cash and cash equivalents at beginning of ihe year 
Cash and cash equivalents at end of the year 

Cash paid dunng the year for: 
Supplemental disclosure of rash flow information 

Interest (net of t"unts capitalized)"' 
Income taxes (refund) paid 

2007 

$ 413.2 

263.7 
184.8 

(2.5) 
(4.5) 
11.6 

(246.1) 

(82.2) 
2.6 

(82.7) 
123.7 
51.0 
(9.6) 
3.2 

26.6 
(I 7.8) 
(71.9) 

8.9 
554.0 

(18.0) 

- 

(494.4) 
4.5 

405.2 
29.9 
27.5 
(0.4) 

(27.7) 

(163.0) 
14.0 

444.1 
(1,137.5) 

81.3 
(2 I .2) 

(23.0) 
- 

- 
(805.3) 
(279.0) 
441.6 

$ 162.6 - 
$ 262.1 
$ (10.5) 

2006 

$ 246.3 

282.2 
112.5 

(2.6) 

11.5 
(67.0) 

(3.4) 

(2.7) 

(69.6) 
2.5 
- 
2.0 

53.4 
(26.0) 

(5.8) 
11.4 

(17.0) 
0.5 

56.7 
566.9 

(455.7) 
2.7 

1W.4 
0.3 
7.3 

(6.7) 
(351.7) 

(158.7) 
12.5 

327.5 

(18.0) 

(199.3) 
65.7 
- 
- 

(167.0) 
- 

(119.3) 
95.9 

345.7 
I 441.6 - 
$ 259.4 
$ 10.4 

2005 

$ 274.5 

282.2 
110.8 

(2.7) 
- 
5.5 

(261.6) 
(35.9) 
(87.1) 
19.8 
3.2 

(2.9) 
(154.3) 

(56.7) 
(38.1) 
(11.3) 
(17.4) 
17.5 

119.0 
12.6 

177.1 

(295.3) 

278.3 
47.6 

2.8 
0.9 

34.3 

(157.7) 
16.2 

311.9 
(494.1) 

83.1 

180.2 
100.0 

(2.0) 
37.6 

249.0 
96.7 

s 345.7 
v 

$ 2889 
$ 27.4 

( I )  Included in interest paid dunng the year is interest paid on debt obligaiion for discontinued operations o f  $1 2.0 million for 2005. No inierest was paid in 2007 or 
2006 for debt related to discontinued operations. 

The accompanying notes are an integral pan of the consolidated financial statementS 
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TECO ENERGY, INC 

Consolidated Statements of Capital 

Acrumulnrrd 
Addaiomd Retained Other 

C"M#"O" h id - in  Eurninps Comprchmnsiw Unrornsd Total 
Shnrrs"l Stork Capirrrl (DCfiCi,, ,n<omr (LOX$ COM,W"SSti"" C#rml -- p"illi""v, 

Balance, Dec. 31.2004 199.7 $ 199.7 $ 1,489.4 $ (357.6) 16 (43.8) $ (3.8) $ 1283.9 
Net income 274.5 274.5 

Common stock issued 1.6 I .6 19.6 (5.0) 16.2 
Cash dividends declared (157.7) (157.7) 

Other comprehensive loss, after tax (7.3) (7.3) 

Final settlement of equity Security Units 6.9 6.9 173.3 180.2 
Amonizatim of unearned compensation 5.5 5.5 
Tax henefitsstock ootions 2.4 2.4 
Performance shares 
Balance, Dec. 31.2005 
Net income 
Other comprehensive income. after tax 
Common stock issued 
Cash dividends declared 
Stock compensation expense 
Adoption FAS 123R 
Tax benefits-stock options 
Adoption FAS 158 
Performance shares 
Balance, Dec. 31,2006 
Net income 
Other comprehensive income, after Lax 
Common stock issued 
Cash dividends declared 
Stock compensation expense 
Implementation of FIN 48 
Tax benefit-lock options 
Balance, Dec. 3 I ,  2007 

-- 
208.2 $ 208.2 16 1,527.0 -~ 

1.3 1.3 9.4 
(79.2) 
11.5 
(9.3) 

I .4 

5.5 
209.5 $ 209.5 $ 1,466.3 
-- 
~ _ _ _  

I .4 I .4 10.9 

11.6 

0.4 
210.9 5 210.9 $ 1,489.2 
-- 
-- -- 

$0 $ (51.1) 
246.3 

42.4 

(79.5) 

(21.8) 

( I  63.0) 

0.2 

$ 334.1 16 ( 17.2) 

10.7 
(158.7) 

11.5 

I .4 
9.3 ~ 

(21.8) 
c c  
i._I 

16 - $ 1,729.0 
413.2 

13.3 
12.3 

(163.0) 
11.6 
0.2 
0.4 

$ - $ 2,017.0 

(1) TECO Energy had a maximum of 400 million shares of $ I  par value common stock authorized as of Dec. 3 I, 2007.2006 and 2005 

The accompanying notes are an integral pan of the consolidated financial StatementS 
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TECO ENERGY, INC. 

Notes to Consolidated Financial Statements 

1. Significant Accounting Policies 

The significant accounting policies for both utility and diversified operations are as follows: 

Principles of Consolidation 

The consolidated financial statements include the accounts of TECO Energy, Inc. and its majority-owned subsidiaries (TECO Energy or the company). All 
significant inter-company balances and intcr-company transactions have been eliminated in consolidation. Generally, the equity method of accounting is used to account 
for investments in pannerships or other arrangements in which TECO Energy or its subsidiary companies do not have inajoriry ownenhip or exercise ~ontroI. 

For entities that are detemtined to meet the definition ofa vanablc interest entity (VIE), the company obtains information, where possibie, to determine ifit is 
the primary beneficiary of the VIE. If the company is determined IO be the primary beneficiary, then the VIE is consolidated and a minority interest is recognized for 
any other third-party interests. If the company is not the primary beneficiary, then the VIE is accounted for using the equity or cost ine thd  ofaccounting. In cenain 
circumstances this can result in the company consolidating entities in which it has less than a 50% equiry investment and deconsolidating entities in which it has a 
majority equity interest. 

Use of Estimates 

The use of estimates is inherent in the preparation of financial statements in accordance with generally accepted accounting principles (GAAP). Actual results 
could differ from these &mates. 

Segment Reporting 

in 2005, only historical data is presented for TWG Merchant as all merchant assets have been divested. Any residual results for 2006 and 2007 are included in 
"Other and eliminations". 

Cash Equivalents 

Cash equivalents are highly liquid, high-quality investments purchased with an original maturity ofthree monrhs or less. The c a v i n g  amount of cash 
equivalents approximated fair market value because of the shon maturity of these insrmments. 

Restricted Cash 

Restricted cash at Dec. 3 I, 2007 includes $7.1 million of cash held in escrow related to the 2003 sale of Hardee Power Panners (HPP). The 57.1 million will be 
released from escrow in 201 2, upon maruriry of debt financing currently held by the purchaser ofHPP. Restricted a s h  also included other unrelated amounts totaling 
approximately $0.3 inillion at Dec. 31.2007. 

Restricted cash at Dec. 3 I ,  2006 included $30.0 million of cash held in escrow related to the 2003 sale of TECO Coal Colporation's (TECO Coal) indirectly 
owned synthetic fuel production facilities, the $7.1 million related to HPP discussed above, and other unrelated amounts totaling approximately $0.2 million. The $30.0 
million of cash from the synthetic fuel facility sale was retained in C S E ~ O W  to suppon the company's obligation under the sale agreement until the expiration of that 
agreement or TECO Energy achievcd investment-grade credit ratings. The funds were released in December 2007 upon the attainment o f  the required credit ratings. 
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Cost Capitalization 

Dvhi issuance c w - T h e  company capitalizes the extemal costs of obtaining debt financing and includes them in "Defmed charges and other assets" on TECO 
Energy's Consolidated Balance Sheet and amonizes such COLS over the l i fe of the related debt on a straight-line basis that approximates the effective interest method. 
These amounts are reflected in "Interest expense" on T K O  Energy's Consolidated Statements of Income. 

As discussed in Note 7, in December 2007, TECO Energy completed a debt exchange offer where 68993 million principal amount of outstanding TECO Energy 
notes were exchanged for TECO Finance notes with substantially the same terms. Fees paid to the note holders in connection with these transnctions of $21.2 million 
were capitalized and will be amoniced over the lives of the related TECO Finance notes. The payment ofthese fees is reflected as "Debt exchange premiums" in the 
Financing section of the Consolidated Statement of Cash Flows for the year ended Dec. 31,2007. 

Copitaliml iniereri expenselnteres~ costs for the construction of "an-utility facilities are capitalized and depreciated over the service lives of the related 
property. TECO Energy capitalized 50.1 million of interest costs in 2005. No interest costs were capitalized in 2007 or 2006. 

Planned Major Mainlenance 

TECO Energy accounts for planned maintenance projects by expensing the costs as incurred. Planned major maintenance projects that do not increase the overall 
life or value of the related assets are expensed. When the inajor maintenance iiiaterially increases the life or value of the underlying asset, the cost is capitalized. While 
noma1 insintenan~e outages covering various components of the plants generally occur on at least a yearly basis, major overhauls occur less frequently. 

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

The San Jose and Alborada plants in Guatemala each have a long-term power purchase ageemen1 (PPA) with EEGSA. A major maintenance revenue recoveq 
compunmt is explicit io the capacity payment portion ofthe PPA fur each plant. Accordingly, a portion of each monthly fixed capacity payment is deferred to recognize 
the portion that reflects recovery of future planned major maintenance expenses. Actunl maintenance costs are expensed when incurred with a like ainount of deferred 
recovery revenue recognized at the same time 

Depreciation 

TECO Energy subsidiaries compute depreciation primarily by the straight-line method at annual rates that amortize the original cost, less net salvage value, of 
depreciable property over its estimated service life. TECO Coal subsidiaries depreciate cenain mining assets by the units ofproduction method that assigns a rate per 
unit produced by dividing the original cost over the estimated amount of units. 

Total depreciation expense for the years ended Dec. 3 I ,  2007,2006, and 2005 was $254.0 million, 5270.3 inillion and 16267.6 million, respectively. There were 
no plant acquisition adjustments in 2007 or 2006, however acquisition adjustments of 51 0.0 million occurred in 2005. The provision for total regulated utility plant in 
service, expressed as a percentage of the original cost ofdepreciable property, was 3.7% for 2007,3.9% for 2006, and 4.0% for 2005. 

Allowance for Funds Used During Construction (AFUDC) 

AFUDC is a non-cash credit to income with a corresponding charge 10 utility plant which represents the cost ofborrowed funds and a reasonable retum on other 
funds used for ~mstruction. AFUDC is recorded in years when the capital expenditures on eligible projects exceed approximately 536 million. The base on which 
AFUDC i s  calculated excludes conslmction work-in-progress which has been included in rdte base. The rate used to cal~ulate AFUDC is revised periodically to reflect 
significant changes in Tampa Electric's cost of capital. The rate was 7.79% for 2007 and 2006. No woiects qualified for AFUDC in 2005 while total AFUDC for 2007 
and 2006 was $6.2 million and 53.X million, respectively. 
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Other Investments 

As of Dec. 3 I ,  2007, the company had a total o f  $1 5.0 million invested in two auction m e  securities, including a $5.0 million security matunng on Jun. 15,2032 
and a $10.0 million security maturing on Jun. I ,  2041. These securities eam an interest rate set in an auction every 28 days. Both the carrying ainount and interest 
received are included under the same caption "Other investments", on TECO Energy's Consolidated Balance Sheet and Consolidated Statement of Cash Flows, 
respectively. 

Although the final maturities of these securities are considered long-term, the company has the opponunity to sell the securities at par at each auction date. As 
required by Financial Accounting Standards Board (FASB) Statement of Financial Accounting Standards (SFAS) No. I IS, Accourrring,for- Crr-rain Invesrmenrs in Deb1 
and Equity Securiries, any unrealized change in fair value of available-for-sale securities is reflected in other comprehensive income. Because of the auction frequency, 
the fair value of these securities has not fluctuated, and accordingly, no adjustments to fair value have been recorded. 

Inventory 

TECO Energy subsidiaries value materials. supplies and fossil fuel inventory using a weighted-average cost method. These materials, supplies and oil and gas 
inventories are c a r i d  at the lower ofweighted-average cost or markct, un les~  evidence indicata that the weighted-average cost (even if in excess of market) will be 
recovered with a normal profit upon a l e  in the ordinary course of business. 

Investments in Unconsolidated Affiliates 

lnve~tments in unconsolidated affiliates are accounted for using the equity method of accounting. The percentage ownership interests fur each investment at Dec. 
3 I ,  2007 and 2006 are presented in the following table: 

TECO Energy's Percent Ownership in Unconsolidated Affiliates"' 

Dec 31, 

TECO Transport 

TECOCuatemala 
Ocean Dry Bulk, LLC" 

Distribucion Electrica CentroAmericana 11, S.A. (DECA 11) 
Central Generadora Electria San Jose, Limitada (Sa" Jose or COESJ) 
Tampa Centro Americana de Electricidad. Limitada (Alborada or TCAE) 

Lilestream Technologies, LLC"' 
Walden Woods Business Center, Ltd. 
TECO Funding Company I, L L C  
TWO Funding Company II, LLC'" 

Other 

2007 

30% 
I W %  
96% 

~ 

50% 

2006 - 
50% 

3 0 ~ ~  
100% 
96% 

36% 
50% 

1 00% 
1W% 

( I  ) 
(2) 

(3) 

(4) 

TECO Trampon was sold to an unaffiliated third pany effective Dec. 4,2007. 
In 2004, the assets of Litestream Technologies, LLC were sold in bankruptcy. The company indirectly o w e d  a 36% interest in Lileslream Technologies, LLC as 
of Dec. 3 I ,  2006. In 2007, the final disbursement to creditors was made. 
On Dec. 20,2WS, all outstanding subordinated notes held by TECO Funding Company I, LLC were redeemed and the LLC was subsequently dissolved. On Jan. 
16, 2007, all outstanding subordinated notes held by TECO Funding Company 11. LLC matured. 
TECO Energy. Inc. received $63.2 million, 1656.6 million and $27.0 million during the years ended Dee. 31,2007,2006 and 2005, respectively, as dividends 
from unconsolidated affiliates. 

12 

283 



Table of Contents 

Regulatory Assets and Liabilities 

Tampa Electric and PCS are subject 10 the provisions of SFAS No. 7 I ,  Accourrling,li,r the Efects qf Certain Types qfRegulorion (FAS 11) (see Note 3 for 
additional details). 

Deferred Income Taxes 

TECO Energy uses the asset and liability method to determine deferred income taxes Under the asset and liability method, the company estimates i ts  current tan 
exposure and assesses the temporary differences resulting from differences in the treatment ofitems, such as depreciation, for financial Statement and tax purposes 
These differences a x  reported as deferred taxes, measured at current rates. in the consolidated financial statements. Management reviews all reasonably available 
current and historical information, including fonuard-lwking infomation, to determine if it is more likely than not that some or all of the deferred tar asset will not be 
realized. If management determines that it is likely that some or all o f a  deferred tan asset will not be realized, then a valuation allowance is recorded to report the 
balance at the amount expected to be realized. 

Investment Tax Credits 

Investment tax credits have been recorded as deferred credits and alp being amortized as reductions to income tax expense over the Service lives ofthe related 
property. 

Revenue Recognition 

TECO Energy recognizes revenues consistent with the Securities and Exchange Commission’s (SEC) Staff Accounting Bulletin (SAB) 104, Revenue 
Recognition in Financial Siotrmear . Except as discussed below, TECO Energy and its subsidiaries recognize revenues on a gross basis when e a “  for the physical 
delively orproducts or services and the risks and rewards ofomershio have transferred to the buyer. Revenues for any financial or hedge tran~actiun~ that do not result 
in physical delivery are reponed on a net basis 

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

Revenues for TECO Coal shipments via rail are recognized when title and risk of loss transfer to the customer when the railcsr is loaded. For coal shipments via 
ocean vessel. revenue is recognized under international shipping standards as defined by lncotenns 2000 when title and fisk of loss transfer to the customer. 

Revenues for certain transportation sewices at TECO Transport were recognized using the percentage of completion method, which included estimates ofthe 
distance traveled and/or the time elapsed, compared to the total estimated contract. 

Revenues for energy marketing operations at TECO Cas Services are presented on a net basis in accordancc with Emerging Issues Task Force No. (EITF) 99-1 9, 
Reporting Revenue Gross os u Principal versus Net as an Agent, and EITF 02-3, Recognition and Reporring qf Goins ond Losses on Enera  Trading Controcts Under 
I.v.we.s N o .  YN-I0 and 00-17, to reflect the nahlre ofthe ~untra~tual relationships with customers and suppliers. As a result, costs netted against revenues for the yean 
ended DCC. 31,2007. 2006 and 2005 were $2.1 million, $0.8 million and 53.8 million, respectively. 

Shipping and Handling 

TECO Coal includes the costs lo ship product to customers in “Operation other expense-Mining related EOSIS” on the Consolidated Statements oflncnne for 
the periods ended De=. 31,2007,2006 and 2005. 
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Derivatives and Hedging Activities 

The company classifies cash inflows and outflows related to derivative and hedging instruments in the appropriate cash flow sections associated with the item 
being hedged. In the case of heating oil swaps that are used to mitigate the fluctuations in the price of diesel fuel, the cash inflows and outflows are included in the 
operations section. Settlements for crude oil options that protect the cash flows related to the sales of investor interests in the synthetic fuel production facilities are 
included in the investing section. 

Other Income and Minority Interest 

TECO Energy eamed a significant ponion of its income indirectly through the synthetic fuel operations at TECO Coal. At the end of2007.2006 and 2005, 
TECO Coal had sold ownership intere~ts in the synthetic fuel facilities IO unrelated third-pany investors equal to 98%. These investors paid for the purchase ofthe 
ownership interests as synthetic fuel is produced. The payments were based on the amount ofproduction and sales of synthetic fuel and the related underlying value of 
the tax credit, which was subject to potential limitation based on the price of domestic crude oil. These payments are recorded in "Other income" in the Consolidated 
Statements of Income. The program that provided federal income tar credits for the production of synthetic fuel expired Dec. 31, 2007. 

Additionally, thc outside investors made payments towards the cos1 ofproducing synthetic fuel. These payments are reflected as a benefit under "Minority 
interest" in TECO Energy's Consolidated Statements of Income and these benefits comprise the majority of that line item. 

For the year ended Dec. 3 I, 2007, "Other income" reflected a phase-out of approximately 67%, or $140.2 million, of the benefit of the underlying value of any 
2007 u x  credits based on an estimale of the average annual price ofdomestic crude oil dunng 2007. Should the final achlal average annual price of domestic crude oil 
be different than this estimate, the cash paymenls and the benefits recognized in "Other income" and "Minority interest" will be adjusted, either positively or negatively, 
in the first quarter of 2008. A phase-out ofapproximately 35% or $61, I million after-tax, was recogmized in 2006 and no phase-out ofthc benefit was recognized in 
200s. 

To protect the cash proceeds derived from the sale of ownership interests, TECO Energy had in place crude oil options to hedge agvinsl the risk ofhigh oil prices 
reducing the value of the tax credits related to the production of synthetic fuel. These instmment~ were marked-to-market with fair value gains and losses recognized in 
"Other income" on the Consolidated Statements of Income. For the years ended Dec. 3 I, 2007,200(, and 2005, the company recognized gains on marked-to-market 
derivatives of $82.7 million, $2.9 million and 160.5 million. respectively. The increase in the gain from 2006 to 2007 was reflective ofthe increase in oil pnces and the 
total volume ofbarrels hedged. which was 2.8 million barrels in 2006 compared to 25.1 million barrels in 2007. 

Revenues and Cost Recovery 

Revenues include amounts resulting from cost recovery clauses which provide for monthly billing charges to reflect increases or decreases in fuel, purchased 
power, conservation and environmental E O S ~ S  for Tampa Electric and purchased gas, interstate pipeline capacity and con~ervalion costs for PGS. These adjustment 
facms are based on costs incumd and projected for a specific recovery period. Any over- or under-recovery of costs plus an interest factor are taken into B C E O U ~ ~  in the 
process of setting adjustment factors for subsequent recovery periods. Over-recoveries of E O S ~ S  are recorded as deferred credils, and under-recoveries of costs are 
recorded as deferred charges. 

Certain other costs incurred by the replaled utilities are allowed to be recovered from custom- through prices approved in the regulatory process. These cosls 
are recognized as the associated revenues are billed. Thhe regulated utilities  KEN^ base revmuff for services rendered but unbilled to provide a closer matching of 
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revenues and expenses (see Note 3). As of Dec. 31,2007 and 2006. unbilled revenues of $46.6 million and $47.8 million. respectively. are included in the 
"Receivables" line item on TECO Energy's Consolidated Balance Sheets. 

Tampa Electric purchases power on a regular basis primarily to meet the needs of its retail customen. Tampa Electric purchased power from "an-TECO Energy 
aftiliates at a cost of $271.9 million, $221.3 million and $269.1 million. for the years ended Dee. 3 I, 2007,2006 and 2005, respectively. The prudently incurred 
purchased power costs at Tampa Electric have historically been recovered through an FPSC-approved cost recovely clause. 

Accounting for E X E ~  Taxer, Franchise Fees and Gross Receipts 

TECO Coal and TECO Transpon incur most of TECO Energy's total excise taxes, which are accrued as an expense and reconciled 10 the achlal cash payment of 
excise taxes. As general expenses. they are not specifically recovered through revenues. Excise taxes paid by the regulated utilities are not material and are expensed 
when incurred. 

The regulated utilities are allowed to recover cenain costs incured from customers through prices approved by the FPSC. The amounts included in C U S ~ O ~ C I S '  
bills for franchise fees and gross receipt tares are included as revenues on the Consolidated Statements of Income. These  mounts totaled $I 11.2 million, $1 04.2 
million and $X7.2 million forthe years ended Dee. 31,2007,2006 and 2005, respectively. Franchise fees and gross receipt taxes payable by the regulated utilities are 
included as an expense on the Consolidated Statements of Income in "Taxes, other than income". For the years ended Dec. 31,2007,2006 and 2005, these totaled 
$1 10.9 million, $104.0 million and $87.0 million, respectively. 

Asset Impairments 

TECO Energy and its subsidiaries apply the provisions of FAS No. 144, Accoiirrling,for rhe Irpoirmml or Disposal of'Lung-LivedAl.ie1.s (FAS 144). FAS 144 
addresses accounting and reponing for the impairment or disposal of long-lived assets, including the disposal of a coinpanmi of a business. 

In accordance with FAS 144, the company assesses whether there has been an impairment of its long-lived assets and c a i n  intangibles held and used by the 
company when such impairment indicators exist. Indicators of impainnent existed for cenain assel groups, triggenng a requirement to ascenain the recoverability of 
these assets using undiscounted cash flows. See Note 18 for specific details regarding the results ofthese assessments. 

Deferred Charges and Other Assets 

Deferred charges and other assets consist primarily ofmining development costs amortized an a per ton basis and anbring costs associated with various debt 
offerings that are being amonized over the related obligation p e e d  as an increase in interest expense. 

Deferred Credits and Other Liabilities 

Other defmed credits primarily include the accrued post-retirement and pension liabilities, and medical and general liability claims incurred but not reponed. 
The company and its subsidiaries' have a self-insurance program supplemented by excess insurance coverage for the cost of claims whose ultimate value exceeds the 
company's relention amounts. The company estimates its liabilities for auto, general, marine protection & indemnity, and workers' compensation using discount rates 
inandated by statute or otherwise deemed appropriate for the circumstances Discount rates used in estimating these liab es at both Dec. 31,2007 and 2006 ranged 
from 4.00% to 4.75%. 
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Stork-based Compensation 

Effective Jan. I ,  2006, TECO Energy accounts for its slock-based compensation in accordance with FAS No. 123 (revised 2004), Share-Based Pqvmenl (FAS 
123R). Under the provisions o f  FAS I23R, share-based compensation cost is measured at the grant date, based on the calculated fair value of the award, and is 
recognized as an expense over the employee's or director's requisite service period (generally the vesting period ofthe equity grant). Prior to this, the company 
accounted fur its share-based payments under Accounting Principla Board (APE) Opinion No. 25, Accounrinz~fur Stuck Issued lo Employees and its related 
interpretations and the disclosure requirements of FAS 123, Accounlingfiw Stock-Bard C,>mpmwlion , as amended by FAS 148, Accounlinr,forSluck~Ba~d 
Cum~en~oiion-T,-onsitio,l ond Disclosure .The company elected to adopt the modifiedprospective transition method as provided under FAS 123R and, accordingly, 
results for prior periods have not been restated. See Note 9 ,  Common Stock, for inore infonnation on share-based payments. 

Restrictions on Dividend Payments and Trsnskr of Assets 

Dividends on TECO Energy's ~ommon stock are declared and paid at the discretion ofits Board or Directors. The primary sources of funds to pay dividends on 
TECO Energy's c ~ m m o n  stock are dividends and other distributions from its operating companies. TECO Energy's credit facility contains a covenant that could limit 
the payment of dividends exceeding B calculated amount (initially $50 million) in any quarter under cenain circumstances. Certain long-ten" debt at PGS contains 
restrictions that limit the payment ofdividends and distributions on the common stock of Tampa Electric Company 

In addition, TECO Diversified. Inc., a wholly-owned subsidiary ofTECO Energy and the holding company for TECO Coal, has a guarantee related to a coal 
supply agreement that limits the payment of dividends to its common sharehoidcr, TECO Energy, but does not limit loans 01 advances. See Nates 6,7 and I 2  for 
additional infomarion on significant financial covenants. 

Foreign Operations 

The functional currency of the company's foreign investments is primarily the U S .  dollar. Transactions in the local cunenfy are re-measured lo the U.S. doliar 
for financial reponing purposes. Thhe aggregate re-measurement gains or losses included in net income in 2007,2006 and 2005 were not material. The foreign 
investments are generally protected from any significant currency gains or losses by the t m i s  of the power sales agreements and other related contracts, in which 
payments are defined in US. dollars. 

2. New Accounting Pronouncements 

Noncontrolling Interests in Consolidated Financial Statements 

In December 2007. thc FASB issued SPAS No. 160, N~mco~~roIIing hrleresls in Co,rsol;doled Finanool Slaremenrs (FAS 160). FAS 160 was issued 10 improve 
the relevance, comparability and transparency of the financial infonnation provided by requiring: ownership interests be presented in the consolidated statement of 
financial position separate from parent equity; the amount o f  net income attributable to the parent and the nonconlroiling interest be identified and presented on the face 
or the consolidated statement of income: changes in the parent's ownership interest be accounted for consistently, when deconsalidating, that m y  retained equity 
interest be measured at fair value: and that suflieient disclosures identify and distinguish between the interests ofthe parent and nancontrolling o w e m .  Thhe guidance in 
FAS I60 is effective for fiscal years beginning on or aRer Dec. 15,2008. The company is currently assessing the impact of FAS 160. but does not believe it will be 
inaterial to its results ofoperations. statement ofposition or cash flows. 

Business Combinations (Revised) 

In December 2007, the FASB issued SFAS No. 141 R, Businem Combinnlions (FAS 141 R). FAS 141 R was issued to improve the relevance, representational 
faithfulness, and comparability of information disclosed in 
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financial st~temenls about business combinations. The Srateinent establishes principles and requirements for how the acquirer: I )  recognizes and measures the assets 
acquircd, liabilities assumed and m y  nonconlrolling interest in the acquire; 2) recognizes and measures the goodwill acquired: and 3) determines what infonnation to 
disclose for users of financial statements 10 eualuate the effects ofthe business combination. Ihe guidance in FAS 141 R is effective prospectively lor any business 
combinations for which the acquisition dare is on or after the beginning ofthe first annual reporting pecod beginning on or after Dec. 15, 2008. The company Will 
assess the impact of FAS 14 I R in the event it enten into a business combination whose expected acquisition date is subsequent to the required adoption date. 

Offsetting Amounts Related to Certain Contracts 

In April 2007, the FASB issued FASB Staff Position (FSP) FIN 39-1, This FSP amends FASB Interpretation No. 39, Q&lli~g qfAmuunrs Reloredlo Certain 
Cmrrocrs by allowing an entity 10 offset fair value amounls recognized for the right to reclaim cash collateral (a receivable) or the obligation to retum cash collateral (a 
paysblc) ilgainsl fair value amounls recognized for derivative instruments executed with the ~ainc counterparty under a master netting amngement. The guidance in this 
FSP is effective for fiscal yean beginning after No". 15,2001. The Company adopted this FSP effective Jan. I ,  2008 wirhoirt m y  effect on its results of operations. 
statement of position or cash flows. 

Fair Value Option For Financial Assets and Financial Liab 

In February 2007, the FASB issued SFAS No. 159, The Fair Value Oplion,/or Finoncia1 Assers ondFinoncial Lioh i i i r ies~ lnc lud i~~~  an amendmen1 @FA.% 
Sralemenr No. 115 (FAS 159). FAS I59 permits entities to choose to measure many financial instruments and cenain other items at fair value that are no1 currently 
required to be measured at lair value. The objective of FAS I59 is to provide opponunities to initigaie volatility in reponed earnings caused by measuring related assets 
and liabilities differently without having to apply hedge accounting provisions. FAS 159 is effective for fiscal years beginning afler No". 15.2007. The company 
adopted FAS I59 effective Jan. I, 200R. but did not elect to measure any financial instruments at fair value. Accordingly, its adoption did not have any effect on its 
 result^ ofoperations, statement ofposition or cash flows. 

Fair Value Measurements 

In September 2006, the FASB issued FAS No. 157, Fair Value Memurrmenls (PAS 157). FAS I57 defines fair vdus, establishes a framework far measuring 
fair value under generally accepted accounting principles, and expands disclosures about fair value measurements. FAS 157 emphasizes that fair value is a market- 
based measuranenl, not an entiry-specific measurement, and states that a fair value measurement should be determined based on the assumptions that market 
panicipants would use in pricing the asset or liability FAS I57 applies under o t h a  accounting pronouncements that require or pennit fair value measurements. 

FAS 157, among other things. requires the company to maximize the use of observable inputs and minimize the use of unobservable inputs when ineasunng fair 
value, and specifies a hierarchy of valuation techniques based on whether the inputs to those valuation techniques are obsnvable or unobservable. Observable inputs 
reflect market data obtained from independent sources. while unobservable inputs reflect the company's market assumptione. FAS I57 defines the rollowing fair value 
hierarchy. based on these two types of inputs: 

Level I-Quoted pice5 for identical instruments in active markets. 

Level 2 4 u o t c d  prices for similar instruments in active markets; quoted prices for identical or similar insttllments in malkets that are not active; and 
!model derived valuations in which all significant inputs and significant value driven are observable in actiVe markets. 

Level 3-Model derived valuations in which one or more significant inputs or significant value drivers are unobsovable. 
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The effective date is for fiscal years beginning afier NO". I S .  2007. In November of 2007, the FASB granted a one year deferral for non-financial assea and 
liabilities. As a result. the company adopted FAS I57 effective Jan. I ,  2008 for financial assets and liabilities. Financial w e t s  and liabilities ofthe company measured 
at fair value include derivatives and certain investments, Tar which fair values arc primarily based on observable inputs. 

During 2008, the company will continue lo evaluatc FAS I57 for the remaining "on-financial assets and liabilities to be included effective Jan. I, 2009. The 
company does not believe the impact of adoption for the remaining non-financial assets and liabilities will be inaterial to its iesul t~  ofoperatias,  statement of position 
orcash flows. 

3. Regulatory 

As discussed in Note 1, Tampa Electric's and PGS's retail businesses are regulated by the FPSC. Tampa Electric is subject to regulation by the Federal Energy 
Regulatoly Commission ("FERC") under the Public Utility Holding Company Act of 2005 ("PUHCA ZOOS"), which replaced the Public Utility Holding Company Act 
of I935 which was repealed. However, pursuant to a waiver granted in ilrcadance with FERC's regulations. T K O  Energy is not subject to certain of the accounting, 
record-keeping. and reporting requirements prescribed by FERC's regulations under PUHCA 2005 

Base RatesTnmpa Electric 

Tampa E1ect"c's mtes and allowed retum on equity (ROE) range of 10.75% IO 12.75% with a midpoint of I I .75% are in effect until such time as changes are 
occasioned by an agreement approved by the FPSC or other FPSC actions resulting from rate or other proceedings initiated by Tampa Electric, FPSC staff or other 
interested parties. Tampa Electric's base rates were last set in a 1992 proceeding. 

Cos1 Recovery-Tampa Elcetrie 

In Scpicmber 2W7, Tampa Eleclnc filed with the FPSC for approval of fuel and purchased power, capacity, environmental and conservation cost recovery rates 
for the period January 200X through December 2008. In November 2007, the FPSC approved Tampa Electric's requested changes. The rates include the impacts of 
natural gas and coal prices expected in 2008, the refund of the overestimated 2007 fuel and purchased power expenses, the collection ofpreviously unrecovered 2006 
fuel and purchased power expenses, the proceeds from the actual and projected Sale of excess sulfur dioxide (SO, ) emissions alkwwances in 2007 and 2008 and the 
operating cost for and a retum on the capital invested on the selective catalytic reduction (SCR) projects to enter Service on Big Bend Units 3 and 4 as well as the 
operdting and maintenance (O&M) costs associated with the Big Bend Units I and 2 pre-SCR projects, which are required by the Environmental Protection Agency 
(EPA) Consent Decree and Florida Depanment of Environmental Protection (FDEP) Consent Final Judgment. In addition, the rates reflect the FPSC's September 2004 
decision to reduce the annual MSI recovery amount for water tramponation services for coal and petroleum coke provided under T a m p  Electric's contract with TECO 
Trampon described bclow. As pan of the regularoly process, it  is reasonably likely that lhird panics may intervene on Similar matters in the future. The company is 
unable to predict the riming, nature or impact ofsuch future actions. 

Base Rates-PGS 

PGS' rates and allowed ROE range of 10.25% to 12.25% with a midpoint of I I .2S% are in effect until such time as changes are occasioned by an agreement 
approved by the FPSC or other FPSC actions resulting from rate or other proceedings initiated by PGS. FPSC staff or other interested panies. PGS' current bast rates 
have been in effect since 2003. 
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Cost Recovery-PGS 

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

SO, Emission Allowances 

The Clean Air Act Amendments of 1990 established SO1  allowance^ to manage the achievement of SO: emissions requirements. The legislation also established 
a market-based SO1 allowance trading component. 

An allowance authonces a utility to emit one ton of SO, dunng a given year. The EPA allocates  allowance^ to utilities based on mandated emissions reduclions. 
At the end ofeach year, a utility must hold an amount of allowances at least equal to its annual emissions. Allowances are fully marketable and, once allocated, may be 
bought. sold, traded or banked for use currently or in future years. In addition. the EPA withholds a small percentage of the annual SO1 allowances it a l l ~ ~ U e s  to 
utilities for auction sales. Any resulting auction proceeds are then fowarded to the respeclive utilities. Allowances may not be used for compliance prior to the calendar 
year for which they are allocated. Tampa Electric  account^ for these using an inventory model with a zero basis for those sllowan~es allocated to the company. Tampa. 
Electric recognizer a gain at the time of sale, approximately 95% of which ~ C C N ~ S  to retail customen through the environmental cost recovery clause. 

Over the years, Tampa Electric has acquired allowances through EPA illloCaliom Also, over time, Tampa Electric has sold unneeded allowances based on 
compliance and allowances available. The SO1 allowances unneeded and sold resulted from lower emissions at Tampa Electric brought about by environmental actions 
taken by the company under the Clean Air Act. 

For the year ended Dec. 31,2007, Tampa Electric sold approximately 168,000 allowances, resulting in proceeds of $91. I million, the majority ofwhich is 
included as a cost recovery clause regulatory liability. In the years ended Oec. 3 I, 2006 and 2005, approximately 44,500 and l00.000 allowances were sold for $45.0 
iiiillion and $79.7 million in proceeds, respectively. 

Other Items 

Slum Damogr Cost R r m v q  

Tampa Electric ~ C C N ~ S  $4 million annually to fund a FERC-authoked, self-insured storm damage reserve. This K S ~ N ~  was created afler Florida's invator 
owned utilities (1OUs) were unable to obtain transmission and distribution insurance coverage due to destructive acts of nature. 

The FPSC approved Tampa Electric to reclassify approximately $39 million of 2004 humcane reSloration costs as plan1 in service (rate base). With this 
adjustment and the normal 64 million annual storm B C C N ~ I ,  Tampa Electric's storm r e ~ e ~ e  was $20.0 and $1 6.0 inillion as of Dec. 31,2007 and 2006. respectively 

Cbal Tran.;llorfoli~m Conrror.1 

In Sepleinber 2004, the FPSC voted to disallow a ponion ofthe costs thal Tampa Electric can recover *om its E U S I O ~ C T S  for water transponatian services under 
a five year transportation agreement ending Dec. 31, 200X. The amounts disallowed, and excluded from the recovery under the fuel adjustment clause, were $15.1 
million, $1 5.3 million and $14.1 million for the years ended Dec. 31,2007,2006 and 2005, rcspectively. 
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Regulatory Assets and Liabilities 

Tampa Electric and PGS maintain their accounts in accordance with recognized policies of the FPSC. In addition, Tampa Elecnie maintains its ~ C L C E O U I I ~ S  in 
accordance with recognized policies prescribed or permitted by the Federal Energy Regulatory Commission (FERC). 

Tampa Electric and PGS apply the accounting treatment permitted by FAS 71. Areas of applicability include: defeml ofrevenues and expenses under approved 
regulatory agreements; ~evenue recognition resulting from cost recovery clauses that provide for monthly billing charges to reflect increases or decreases in Fuel, 
purchased power, consnvation and environmental costs; and the delerral of costs as regulatory assets to the period that the regulatory agency recognizes them when 
cost recovery i s  ordered over a penod longer than a fiscal year. Details of the regulatory assets and liabilities a$ of Dec. 31. 2007 and 2006 are presented in the 
following table: 

Regulatory Assets and Lisbilities 

Regulatory assets: 
Regulatory tax asset'" 
Other: 

Cost recovery cla"SeS 
Post-retirement benefit asset 
Deferred band refinancing costs'" 

envimnmental remediation 
Competitive rate adjustment 
Other 

Total other regulatory assets 
Total regulatory w e t s  
Less: Culrent ponion 
Long-term regulatory assets 
Regulatory liabilities: 

Regulatory fax liability" 
Other: 

Deferrpd allowance auction d i t s  
cost recovery clauses 
Environmental remediation 
Transmission and delivery stonn reserve 
Deferred gain on property sales'" 
Accumulated reserve-cost of reinoval 
Other 

Total other regulatory liabilities 
Total regulatory liabilities 

Long-term regulatory liabilities 

Related lo plant life and derivative positions. 
Amortized over the tmn ofthe related debt instrument. 
Amortized over a 5-year period with various ending dates 

Less: Current portiun 

(I) 
( 2 )  
(3) 

Dm. 31, 
2007 - 

$ 62.5 

47.2 
97.5 

25.5 
11.4 
5.4 
4.1 

191.7 
254.2 

67.4 
$ 186.8 

5 18.8 

- - 
~ - 

0.1 
18.9 
11.4 
20.3 

4.7 
543.5 

0.4 
599.3 
618.1 
35.4 

$ 582.7 

- 
- 

- - 

DCC 31, 
2006 

16 49.5 

239.2 
148.9 

26.7 
12.3 
5.5 
4.9 

437.5 
487.0 
255.7 

16 231.3 

- 
__ 
- 
6 20.6 

0.8 
28.9 
12.3 
16.3 

6.8 
516.1 

0.2 
581.4 
602.0 
46.7 

$ 555.3 

- 

- - 
20 

29 1 



Table of Contents 

All regulatory assets are being recovered through the regulatory process. The following table further details our regulatory assets and the related recoveq 
periods: 

Regulatory assets 

1007 2006 

5 52.6 $ 244.1 

(",;ut" Der. 31, 
Clause recoverable'" 
Eaming a rate of return", 

- -  
In, 7 1 il L 

Regulatoty tax assets" 
Capital structure and other" 

To14 

1 " I /  l i i ."  

62.5 49.5 
31.4 40.2 

6 254.2 $ 487.0 
- -  - -  

( I )  

(2) 
(31 

To bc recovered through cost recovery clauses approved by the FPSC on a dollar for dollar basis in the next year. The decrease between years is pnncipaliy due 
Io the recovery ofpreviously unrecovered fuel costs. 

Primarily reflects allowed working capital, which i s  included in rate base and eams an 8.2% rate of mum as permitted by the FPSC. 
"Regulatory tax assets'' and "Capital stmcturt and othm" regulatory assets have a recovenble period longer than a fiscal year and are recognized over the period 
authorized by the regulatory agency. Also included are unamortized loan costs which are amonired over the life of the related debt inytmments. See footnotes I 
and2 in thepriortableforadditianal infomation. 
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4. Income Tax Expense 

Income tan expense consists of the following components: 

locome Tax Expense (Benefit) 

Continuing operations 
Current payable 
Deferred 
Amonization of investment tax credits 
Income tax expense from continuing operations 

Deferred 
Income  an benefit from discontinued operations 

Discontinued operations 

Total income tax expense 
2006 
Continuing operations 

Current payable 
Deferred 
Amonilation of investment tax credits 
Income tax expense from continuing upmtions 

Deferred 
Income tan expense (benefit) from discontinued operations 

Discontinued operations 

Total income tax expense 
2005 
Continuing optrations 

Current plyable 
Deferred 
Amonization of investment tax credits 
Income tar expense from continuing operations 

Defened 
Income tax expense (benefit) from discontinued operations 

Discontinued opmtions 

Total income tax expense 

Pederd - 
16 2.8 

178.6 

178.9 
(2.5) 

(141) 
(14.3) 
$ 164.6 

$ 1.0 
87.2 

85.6 

8.5 
8.5 

$ 94.1 

(2.6) 
- 

$ 2.0 
63.7 

(2.7) 
63.0 

35.3 
35.3 

$ 98.3 

- 

- 

- - 
16 0.7 $ 34.6 

- - 
3.0 30.1 

~ (8.1 j 
- (8.1) 

$ 3.0 $ 22.0 

$ 7.5 $ 9.0 
0.8 21.6 

8.3 30.6 

- - 

- (10.6) 

$ x.3 6 20.0 
(10.6) - -- 

TOW1 - 
16 17.6 

199.1 

214.2 
2) 

*j a) 
- 

$ 199.9 

$ 9.2 
1 I Z . l  

118.7 

0.4 
0.4 

$ 119.1 

2) 
__ 

$ 18.5 
86. I 

101.9 

24.7 
24.1 

16 126.6 

2) 
- 
- - - 

As discussed in Note 1, TECO Energy uses the liability method to detennine deferred income taxes. Based primady on the reversal of deferred income tax 
liabilities and future earnings ofthe company's core utility operations, managemem has determined that the net deferred tax assets recorded at Dec. 3 I ,  2007 will be 
realized in future periods. 
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The principal components ofthe company's deferred tax assets and liabilities recognized in the balance Sheet are as follows: 

Deferred Income Tax Assets and Liabilities 

ZOO? 2006 

6 196.6 $ 197.6 Alternative minimum tax credit canyforward 

Net operating loss carryforward 508.2 763.4 

("#ff/f""d De<, 31,  
Deferred income tax assets 

- 
Investment in parmenhip 61.8 55.3 

Mher 
Total deferred income tan B S S ~ ~ S  

Deferred income tax liabilities 
Property related 
D e f e n d  fuel 

Total deferred income tax liabilities 
Net deferred tax assets 

160.1 147.9 
$ 926.7 $ 1,164.2 

(14.6) (65.5) 
(4R7.2) (468.5) 

(sor.a) __ (534.0) 
S 424.9 16 630.2 - - 

At Dec. 31,2007, the company has cumulative unused federal and state (Florida) net operating losses of approximately $1,322.9 million and $663.2 million, 
respectively, expiring in 2026 and 2027, respectively. In addition, the company has unused general business credits of $2.2 million and unused foreign tax credits of 
$6.4 million expinng in 2026 and 2016, respectively. The company also has available altemative minimum tax credit camforwards for fax purposes ofapproximately 
$1 97.0 inillion which may be used indefinitely to reduce federal income tares. 

Effective Income Tar Rate 

(millions) For z h r , ~ ~ n  ended m c .  J l ,  

Net income fmm continuing operations before minorily interest 

Net income from continuing operations 
Total income tax provision 
Income from continuing operations before income t a m  
Income taxes on above at federal statutory rate af 35% 
Increase (decrease) due to 

State income tax, net of federal income tax 
Fore%g income taxes 
Amonization of investment tax credits 
Permanent reinvestmat-foreign income 
Non-conventional fuels tax credit 
AFUDC equity 
Dividend income 
Sate rate change 
Slate valuation allowance 
Depletion 
Other 

Piur: minority interest 

Total income tax provision fram cantiming wp&ms 
Provision for income taxes as a percent of income from continuing operations. before income taxes 

2007 

$ 316.7 
82.2 

398.9 
214.2 
613.1 
214.6 

2006 

$ 174.8 
h9.6 

244.4 
118.7 
363.1 
127.1 

18.7 
2.2 

(2.6) 
(9.2) 
(2.1) 
(1.0) - 
2.7 
2.1 

(9.8) 
(9.4) 

16 118.7 - 
32.1% 

200wi 
S 123.9 

87 1 
2110 
101 9 
312 9 
1095 

18.1 
6.6 

(2.7) 
(9.4) 

~ 

- 
I .6 
2.4 

(8.4) 
(158) 

$ 101.9 
q_= 

32 6% 
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For the three yean presented, we experienced a number of events that have impacted the overall effective tax me on continuing operations. These events 
included permanent reinveStmem of foreign income under APB Opinion No. 23, Amuunihs  for TnrrsSpecial Arem (APE 23) ,  adjushnem of deferred tax assets for 
the effect ofan enacted change in state tan Tales, depletion, repatriation of foreign Source income to the United States, and reduction of imome tax expense under the 
new “tonnage tax’’ regime. The change in the 2007 effective tax rate is principally due to the taxation of earnings as a result ofthe sale of TECO Transport in 
consolidated filing states with higher tan rates, the projected State tax rate at which various deferred items will revew as a result ofthis sale, and lower depletion. See 
below for a discussion of discontinued operations in 2007. 

At Dec. 3 I ,  2007, the portion of cumulative undistributed earnings from our investments io EEGSA was approximately $87.8 million. With the exception ofthe 
earnings repatriated in 2005, these eamings have been, and are intended to be, indefinitely invested in foreign operations. Therefore, no provision has been made for 
U.S. taxes or foreign withholdins taxes that may be applicable upon a~tual  or deemed repatriation. 

On Oct. 22.2004, the President of thc United S t m s  signed the American lobs Creation Act of2004 (the Act). The Act creates a temporary incentive for U.S. 
corporations to repatiate accumulated income eamed abroad by providing an 85% dividend received deduction for certain dividends from controlled foreign 
corporations. The company elected to apply Code Section 965 with respect to its 2005 dividends. For the twelve months ended Dec. 3 I ,  2005, the company repatriated 
$38.9 million, resulting in $1 .0 million of additional tan expense net of foreign tan credits. The tan savings related to the repatriation provision of thc Act are reflected 
in  the “Other” category in the effective income tax me. 

Code Section 248 ofthe Act also introduced a new “tonnage tan” which allows corporations to elect to exclude from gross income certain income from activities 
connected with the operation o f a  U.S. flag vessel in U.S. foreign trade and become subject to a tan imposed on the per-ton weight ofthe qualified vessel instead. The 
company elected to apply Code Section 248 far qualified ves~els in 2W6 and 2005. The tan savings related to the tomage tax reeime are reflected in the“0thei’ 
category in the effective income tax rate. 

Thhe actual cash (refunded) paid For income taxes as required for the alternative ininimum lax, state income taxes and prior year audits in 2007,2006 and 2005 
WBE $110.5) million, $10.4 million and 627.4 million, respectively. 

In June 2006, the FASB issued FASB Interpretation Number 48, Accounrins,for Uncerloinq in Income T a x e ~ a n  iniqpreiolion q/FASB Siolemeni No. 109, 
Accounriy for Income Tares (F[N 48). FIN 48 addresser the determination of whether tax benefits claimed or expected IO be claimed on B tax return should be 
recorded in the financial statements. Under FIN 48, the company may recognize the tar benefit from an uncertain tax position only if it is more likely than not that the 
tax position will be sustainod on examination by the taring authwitiea, based on the technical merits of the position. The tax benefits recognized in the financial 
statements from such B position should be measured based on the largest bencfit that has a greater than fifty percent likelihood ofbeing walized upon ultimate 
~ettlement. FIN 48 also provides guidance on derecognition, classification, interest and penalties on income taxes, accounting in interim periods, and requires increased 
disclosures. 

The company adopted the provisions of F N  48 effective Jan. I, 2007. As a result of the implementation of FIN 48, the company recognized a $0.1 million 
decrease in the deferred lax liability for uncertain tax benefits with a corresponding increase io the Jan. 1,2007 balance of retained earnings. Subsequent to the 
implementation of FIN 48, the company recognized in the second quarter $14.3 !nillion ortax benefits in discontinued operations as B result ofreaching favorable 
conclusions with taxing authorities. Additionally, during the fourth quaner of 2007, the company recognized $1.9 million of current tax expense from an uncertain tax 
Position that did not meet the “more likely than not” criteria. Lastly, the company has had on-going discussions with state tax authorities related to tax issues addressed 
prior to the adoption of FIN 48. The principle remaining issues relate to how a state taxes the Sale ofvarious revenue components and how it treats the nature of the sale 
of various 
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partnership interests. There is a reasonable possibility that these issues may be resolved in the next twelve manths. At this time, the Company does not have suficiwt 
infonnation to determine whether these issues will he resolved favorably. As a resull. the Company has recorded a hull valuation allowance as the most probable 
outcome. lfthese matters are positively settled, they would increase eamings in the period ofsettlemenl. If unfavorably resolved, they would have no impact on 
eamings, hut they would m ~ u l t  in a decrease in operating cash flows. The gross exposure on this issue as of Dec. 31,2007 is approximately $12.7 million. 

The following table provides a reconciliation of Unrecognized Tax Benefits a1 the beginning and end of2007: 

Unrecognized Tax Benefits 

(;" m;Il;"m, 

Balance, Jan. I, 2W1 $ 11.2 
Addition for tax positions of the current year 
Additions for tax provision ofprior years 

2.9 
0.8 

Reducrions fortan posilions orprior years for: 
Changes in judgement - 
Settlements during the oetiod - . .  
Lapses of applicable statute of limitation 

Balance. Dec. 31.2007 
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Pension Benefits 

TECO Energy has a "on-conmbutory defined benefit retirement plan that covers substantially all employees. Benetits are based an employees' age, yars  of 
sewice and final average eamings. 

Amounts disclosed for pension benefits also mclude the unfunded obligations for the supplemental executive retirement plan. This is a non-qualified, no"- 

TECO Energy reponed other comprehensive income afH2.7 million in 2006 for adjustments IO the minimum pension liability. The adjustments to other 
comprehensive income related to the minimum pension liability in 2006 are net of $35. I million ofafler-tax charges that, for regulatory pulposes prescribed by PAS 71, 
were recorded as regulatoly assets for Tampa Electric nnd PGS. TECO Energy had recorded other cmprehcnsive losses of $7.2 million in 2005 related to adjustments 
to the minimum pension liabilihi associated with the pension plans; there were no impacts of FAS 71 in 2005 related to the additional minimum pension liability 
adjustments (see Note 10 ). 

Other Postretirement Benefits 

contributory defined benefit retirement plan available to certain members ofseniormanaganmt, 

TECO Energy and its subsidiaries cumnlly provide cmain postretirement health care and l ife insurance benefits for substantially all employees retiring after age 
50 meeting certain service requirements. The company contribution toward health care coverdge for most employees who miired after the age of 55 beween Ian. I ,  
I990 and Jun. 30.200l i s  limited to a defined dollar benefit based on service. The company contribution toward pre-65 and post-65 health care coverage for most 
employees retiring on or after Jul. I, 2001 is limited to a defined dollar benefit based on an age and sewice schedule. In 2008, the company expects t o  make a 
conmbution of about $I 3.5 million to this program. Postretirement benefit levels are substantially unrelated to salary. The company reserves the right to terminate or 
modify the plans in whole or in pan at any time. 

On Dec. 8.2003, the Medicare Prescription h g ,  lmproveinent and Mademiration Act of 2003 (the MMA) was signed into law. Beginning in 2006. the new 
law added prescription drug coverage to Medicare. with a 28% tax-free subsidy 10 encourage emplayen to retain their prescription drug prograins for retirees, along 
with other key provisions. TECO Energy's current retiree medical program for those eligible for Medicare (generally over age 65) includes coverage for prescription 
drugs. The company has determined that prescription drug benefits available to certain Medicare-eligible participants under its defined-dollar-benefit postretirement 
health care plan are at least "acrua"a1ly equivalent" to the standard dmg benelits that are offered under Medicare Pan D. 

On May 19, 2004, the FASB issued FASB Staff Position No. 106-2, Accvmring andLXsclusrr~e R ~ ~ U ~ W W X S  Relared lo [he Medicare Prescrfplion Drug, 
lmprovemenr and Modernizdiun Aci "f2003 (FSP 106-2). The guidance in FSP 106-2 requires (a) that the effects of the federal subsidy be considered an actuarial gain 
and recognized in the same ~nanner as other actuarial gains and losses and (b) certain disclosures for employers that sponsor postretirement health care plans that 
provide prescription drug benefits. TECO Energy adopted FSP 106-2 retroactive for the second quaner of 2004. 

The colnpany received its tint subsidy pa)" under Pan D in 2006 for the 2006 plan year. It has filed and is awaiting approval f w  its 2007 Pan D subaid) 
application with the Centers for Medicare and Medicaid Services (CMS). 
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Obligations and Funded Status 

Pension "nh am. m e n h  

1Wl 1006 2007 2006 f,",ll,""SJ 

Chroee in benefit obliesiian 
~ 

Net benefit obligation at prior measurement date" 
Sewice cost 
Interest COS1 

Plan panleipants' contributions 
Actuarial (gain) loss 
Plan amendments 
Cunailment 
Special termiMtion benefits 
Grass benefits paid 
Federal subsidy on benefits paid 
Net benefit obligation at measurement date'" 

Change in plan wets  
Fair value ofplan B S E I S  ai prior measurement date"' 

Actual return on plan assets 
Employer contributions 
Plan participants' contributions 
Gross benefits paid 
Fair value ofplan assets at measurement dale" 

Funded status 
Fair value o f  plan asscis 
Benefit obligation 
Funded status at measurement date" 
Net contributions after mea~umna t t  date 
Unrecognized ne actuarial loss 
Unreco@ized prior sewice (benefit) cost 
Unrecognized net mnsition (asset) obligaiion 
Accrued liability at end of year 
Amounts Recognized in BaImce Sheet 

Accrued benefit COSIS and other current liabilities 
Deferred credits and other liabilities 
Accumulated other comprehensive lass (income) (pretax) 
Net amount recognized PI end of year 

Long-ten" reg"I:ulaloly assets 

$ 569.9 
16.0 
33.0 

(21.9) 
0.3 

(6.1) 
0.6 

(34.6) 
d e  

$ 551.2 

$ 435.2 
56.6 
35.5 

- 

- 

$ 562.1 

30.7 
15.8 

- 
(4.5) 
- 
~ 

- 
(34.2) 

n/s  

$ 569.9 

$ 434.1 
21.0 

1.7 
- 

$ 2028 
5.3 

12.2 
3.6 

(8.4) 
(3 .8)  
(2.1) - 

(14.8) 
0 9  

$ 195.7 

$ -  - 
11.2 
3.6 

$ 2062 
5 9  

11 3 
3 3  
(9 9) 
- 

- 
(13.4) 

(0.6) 
$ 202.8 

6 -  

10.1 
3.3 

- 

$ 492.1 
551.2 

(64.5) 
26.1 

(3.2) 
81.9 

- 
$ 40.3 

16 51.2 
(4.5) 

(34.0) 
21.6 

$ 40.3 

16 435.2 
569.9 

(134.7) 
30.8 

138.8 
(4.5) 
- 

$ 30.4 

$ 99 I 
(1.3) 

(103.3) . ,  
35.9 

$ 30.4 
=_I 

$ -  
195.7 

(195.7) 
2.6 
5.9 

IX.9 
11.7 

$ (156.6) 

6 40.3 
(13.6) 

(I 79.5) 
(3.8) 

5 (156.6) - 

$ -  
202.8 

(202.8) 
2.1 

15.6 
29.1 
16.5 

$ (138.9) 

$ 49.8 
(12.8) 

(190.0) 
14.1 

16 (138.9) - 
(1) The measurement date was Sep. 30,2007 and 2006. In accordance with FAS 158, the company will inme to a yewend ineasurement date effective Dcc. 3 I ,  

2008 under the Is-month transition approach. 

Amounts recognized in accumulated other comprehensive infane  consist OF 

Net ac&al loss (gain) 
Prior Service EOSI (credit) 
Transition obligation (asset) 

Pmmion BPnrSt8 Other Bcnrltn 
2007 1006 2007 2006 - -  

$ 20.4 $ 35.4 $ (15.0) $ (5.5) 
12 0.5 8 6  15 9 

- 2.6 3.7 
5 2 1 . 6 s  3 5 . 9 - ) $ 1 4 1  

- - -  
2 1  
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The accumulated benefit obligation for all defined benefit pension plans was $493.0 million and $508.3 million at S e p .  30,2007 and 2 w 6 ,  respectively. 

Information for pension plans with an accumulated benefit obligation in excess of plan assets: 

Accumulated benefit in excess of plan assets 

zoo, 2 w 1  
S 5572  S 569.9 

493.0 508.3 
492.7 435.2 

f"SiUi""S) 

Projected benefit obligation, measurement date 
Accumulated benefit obligation, measurement date 
Fair Value of plan assets, mea~urement date 

- -  

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

P n n l O "  Bmcms Other Bencllfs 

2007 2006 zoos 2007 2006 2005 JM'ff," 

Net periodic benefit cost: 
Service cost 
Interest cost 
Expected m u m  an plan assets 
Amortivltion of. 

Actuarial loss 
Pn'orservice (benefit) cost 
Transition (asset) obligation 

Cutailment loss 
setllemenl loss 

Net Deriodic benefit cost 

$ 1 6 . 0 $  15.8 
33.0 30.7 

(36.3) (35.7) 

9.1 8.8 
(0.5) (0.5) 
- - 

- (0.4) 
- - 

$ 20.9 191 

$ 1 6 . 2 $  5.3 $ 6.0 16 6.5 
32.7 12.2 11.3 11.2 

(37.2) - - ~ 

~ 4.3 0.5 
(0.5) 2.8 3.0 3.0 
(0.2) 2.5 2.1 2.1 

~ 

- - 6.4 - 
1 4  - - - 

S 161 S 2 9 2 %  235 16 2 3 4  - 
In addition to the costs s h m  above, $0.6 million of special tenninatim benefit costs were recognized in 2007 related 10 pension benefits 

Other Changes in Plan Assets and  Benefit Obligations Recognized in Other Comprehensive Income,": 

Bslance st mdcd lmploment B.l.ncr at 
k. 31,2085 na. st ,  zw6 FAS 158 nm. SI, 1006 f,"il&7"S) 

Additional minimum pension liability 
Unrecagnivd pension losses and prior service costs 
Unrecognized other benefit Iosscs, prior sewice cosls and transitim 

- S (51.5) $ 42.7 S 8.8 S 
- - (22.0) (22.0) 

- (8.6) (8.6) obligations - 
Total accumulated other comprehensive income, net oftaxes $ (51.5) $ 42.7 U) $ 

(I 1 These balances exclude thc pretax amounts recognized as Regulated Assets by Tampa Electric and Peoples Gas System as detailed as follows an a pretax basis: 

Reloled to additional minimum pension liability 
Unrecognized pension losses and prior service costs 
Relaledlo the odoption ofFAS 158 
Unrecognized pension losses and prior service costs 
Unrecognized other benefit losses, prior Service costs and transition obligations 

Total related to the adoption of FAS 158. pretax 
Total postretirement benefits included in regulated assets, pretax 

2x 

$ 57.0 

$ 42.1 

__ 

49.8 
91.9 

$148.9 

- 
_= 
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The estimated net loss and prior setvice net cost for the defined benefit pension plans that will be amortized from accumulated other comprehensive income into 
net periodic benefit cost over the next fiscal year are $0.9 million and $0.1 million, respectively. The estimated prior service cost and transition obligation for the other 
postretirement benefit plans that will be martized from accumulated Mher comprehensive income inlo net penodic benefit cost over the next fiscal year is $0.5 million 
and $0.5 million. respectively. 

In addition. the estimated net loss and prior service cost for the defined benefit pension plans that will be amonized from regulatory assets into net periodic 
benefit EOSI over the next fiscal year  total^ $I .5 million. The estimated prior service cost and transition obligation for the other postretirement benefit plan that will be 
amortized From regulatory asset into net periodic bmetit cast over the next fiscal y"ii totals $3.2 million. 

Additional Information 

- 6 - $ 4 2 7  $ - ~come, net of tax 

Weighted-average assumptions used to determine benefit obligations at Sep. 30, the measurement date for the pension and other postretirement benefit plans 

Discount me 
Rate of compensation increase 

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

Penlion BcnenfJ Other Bcnrlilr 
2006 - 2007 - 2006 - 2m7 

6.20% 5.85% 6.20% 5.85% 
- 
4.25% 4.00% 4.25% 4.00% 

Discount rate 
Expected long-ten" m u m  on plan assets 
Rate of compensation increase 

8.25% 8.50% X.J5% "la "la " l a  
4.W% 3.75% 4.25% 4.W% 3.75% 4.25% 

The expected retum on assets assumption was based on expectations of long-temi inflation, real growth in the economy, fixed income spreads, and equity 
piemiums consistent with our portfolio, with provision for active management and expenses paid. The compensation increase assumption was based on the same 
underlying expectation of longkm, inflation together with assumptions regarding real growh in wages and company-specific merit and promotion increases. The 
discount rate assumption was based an a cash flow matching technique developed by our outside actuaries and a review ofcurrent economic conditions. This technique 
matches the yields from high-quality (Aa-graded. non-callablc) corporate bonds to the company's projected cash flows for the pension plan to develop a present value 
that is convened to a discount rate. 

Healthcare cost trend rate 
Initial rate 
Ultimate rate 
Year rate reaches ultimate 

zoo6 - zoos - 2007 - 
9.25% 9.50% 9.50% 
5.28% 5.00% 5.00% 
2015 2014 2013 
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Assumed health care cost trend rates have a significant effect on the amounts reponed for the health care plans. A one-percentage-point change in assumed 
health care EOSI trend rates would have the following effects: 

p l i o ” r ,  I*/. I“.re 1% Dccrmw 
Effect on total s 6 c e  and interest cost $ 1 .o $ (0.7) 
Effect on postretirement benefit obligation $ 6.8 $ (5.6) 

Asset Allocation 

Pension plan assets (plan assets) are invested in a mix ofequity and fixed income securities. The company’s investment objective is to obtain above-average 
returns while minimizing volatilicl. of expected retums over the long term. The target equitieslfixed income mix is designed to meet investment objectives. The 
company’s strateby is to hire proven managers and ailoCate assets Io reflect a mix of investment styles, emphasize preservation ofprincipal to minimize the impact of 
declining markets, and stay fully invested except for cash to meet benefit payment abligatims and plan expenses. 

Arcual Alloealion, EndofYcsr Pension Plan Asscrs 
Ta.gCt 

2006 - 2007 
_. 

Allocnllon - 
Asset Category 

Fixed income securities 3545% 
Equity securities 55-65% 64% 66% 

34% 
100% 
- 36% 

_. 

_i 

Total 100% 
=_ 

Other Postretirement Benefit Plan Asseta 

7here are no assets associated with TECO Energy’s postretirement benefit plan. 

Contributions 

On Aug. 17,2006, the President s i e e d  the Pension Protection Act of 2006, which generally introduces new minimum funding requirements beginning Jan. I, 
2008. The company’s policy is to fund the plan at or above amounts determined by lhe company’s aCNarieS to meet ERISA guidelines for minimum annual 
contributions and minimize PBGC premiums paid by the plan. The company contributed $30.0 million Io the plan in 2007, which included a $25.8 million contribution 
in addition to the $4.2 million minimum contribution required. TECO Energy expects 10 make a $9.0 million contribution in 2008 and average annwal contributions of 
$11 inillionin200Y-2012. 

The supplemental executive retirement plan is funded annually to meet the benefit obligations. In 2007, the company made a contribution of161.3 million to this 
plan. In 2W8, the company expects to make a contribution ofabout $4.5 million to this plan. 

The following benefit payments, which reflect expected future service, as appropriate, are expected to be paid: 

Orbr  PoSrrefircmcot LkneFlB 

Expected benefit payments (millions): 
2008 
2009 
2010 
201 I 
2012 
2013-2017 

Cross 

$ 65.4 $ 14.6 $ ( 1 . 0  
44.3 15.8 (1.2) 
45.7 16.8 (1.4) 
47.0 17.7 0 . 5 )  
48.0 18.2 (1.7) 

258.5 93.1 (11.1) 

30 

301 



Table  of Conten t s  

Defined Contribution Plan 

The company has a defined contribution savings plan covering substantially all anployees of TECO Energy and its subsidiaries (the Employers) that enables 
participants to save a portion of their compensation up to the limits allowed by IRS guidelines. The company and its subsidiaries match up to 6% ofthe participant's 
payroll savings deductions. Effective July 2004, employer matching contributions were 30% of eligible participant contributions with additional incentive match of up 
to 70% of eligible participant contributions based on the achievement o f  certain operating company financial goals. In April 2007, the employer matching contributions 
were changed to 50% of eligible participant contributions. with an additional incentive match of up lo 50%. For the years ended Dec. 3 I ,  2007,2006 and 2005, the 
company and its subsidiaries recognized cxpense totaling $8.6 million, $9.0 million and $1 0.2 million, respectively, related to the matching contributions inade to this 
Dh". 

6. Short-Term Debt 

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

Credit Facilities 

(Milti" 

Tampa Elecmc Company: 
5-year facility 
1 -year accounts receivable facility 

5-year facility 
T K O  Energy/TECO Finance: 

Total 

16 325.0 $ 13.0 $ ~ 

150.0 35.0 - 

200.0 - 9.5 
$ 675.0 $ 48.0 $ 9.5 -_- 

( I  j Borrowings outstanding are reported a~ notes payable. 

These credit facilities require commimenl fees ranging from 9.0 to 17.5 basis poinls. The weighted avenge interesl rate on outstanding notes payable at Dec. 31, 
2007 and 2006 was 4.76% and 5.45% respectively. 

TECO EnergdTECO Fimnce Credil Facility 

On May 9,2007, TECO Energy amended its $200 million bank credit facility, entering into a Second Amended and Restated Credit Agreement. The amendment 
(i) exlended the maturily date of the credit facility from Ocr. I I ,  2010 to May 9,201 2 (subject to further extension with the consent of each lender); (ii) removed the 
stock of TECO Transport Corporation as security for the facility; (iii) made TECO Energy the Guarantor and its wholly-owned subsidiary, TECO Finance, inc. (TECO 
Finance), the Borrower; (iv) allowed TECO Finance to borrow funds at an interest rate equal lo the federal finds rate, &s defined in the agreement, plus a margin, as 
well as a rate equal to either the London interbank deposit rate plus a margin or IPMorgan Chase Bank's prime rate (or the federal funds rate plus 50 basis points, i f  
higher) plus B margin; (v) allowed TECO Finance to request the lenders IO increase their commitments under the credit facility by up Io 1650 million in the aggregare: 
(vi) included a $200 million letter ofcredit facilily (compared to $1 00 million under the previous agreement); (vii) reduced the commitment fees and borrowing 
margins; and (viii) made other technical changes. 

The facility requires that at the end oreach quarter the ratio of debt 10 eamings before interest, taxes. depreciation and amortization (EBITDA), as defined in the 
agreement, no1 exceed 5.00 times from Apr. I ,  2007 through Dee. 3 I ,  2009 and 4.50 times from and aha Jan. I. 2010, and TECO Energy's EBITDA to interest 
coverage ratio, as defined in the agreement, to be not less than 2.60 limes. As o f  Dec. 31,2007, the company WBS in compliance with both requirements. The facility 
places cenaio limitations on the ability IO sell core assets and limits the ability of TECO Energy and certain of its subsidiaries, excluding Tampa Electric Colnpany, 10 
issue 
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additional indebtedness in excess of a calculated level (initially $300 inillion), unless the indebtedness refinances currently outstanding indebtedness or meets cenain 
other conditions. The facility also provides that, in the event the aggregate quanerly dividend payments on TECO Energy common stock were to equal or exceed B 

calculated alnaunt (initidlly $50 million), subject to increase in the event TECO Energy issues additional shares of common stock, TECO Energy would not he able to 
declare or pay cash dividends on the common stock or make cenain other distributions unless it had previously delivered liquidity projections satisfactory to the 
administrative agent under the credit facility demonstrating that TECO Energy will have sufficient cash to pay such dividends and distributions and the three succeeding 
quanedy dividends. T h e  limitations described above on the ability lo sell core assets, issue additional indebtedness and pay cash dividends will be released if TECO 
Energy achieves investment grade ratings and stable outlooks from both Moody's and Standard 81 Paor's. 

Tompo Eleclric Company Credit Focilip 

On May 9,2007. Tampa Electric Company amended its $325 million bank credit facility, entering into a Second Amended and Restated Credit Agreement. The 
amendment (i) extended the maturity date of the credit facility from Oct. I I ,  2010 to May 9,201 2 (subject to further extension with the consent of each lender); 
(ii) continued to allow Tampa Electrk Company to borrow funds at an interest rate equal to the fedenl funds rate. as defined in the agreement, plus a margin, as well as 
a rate equal to either the London interbank deposit rate plus B margin or Citibank's prime rate (or the federal funds rate plus 50 basis points, if higher) plus a margin; 
(iii) allowed Tampa Electric Company to request the lenders to increase their commitments under the credit facility by up t o  $1 7 5  million in the aggregate (compared IO 
$50 million under the previous agreement); (iv) continued to include a $50 million letter ofcredit facility; (v) reduced the commitment fees and borrowing margins: and 
(vi) made other technical changes. The facility requires that at the end of each quarter the ratio of debt to capital. as defined in the agreement, not exceed 65%. As of 
Dec. 31,2007. Tampa Electric Company was in compliance with this requirement. 

Tamp0 Eleclric Company Accuunr.~ Receivoble PaLiiirj, 

On Jan. 6,2005, Tampa Elecmc Company and TEC Receivables Corp (TRC), a wholly-owed subsidiav ofTampa Electric Company, entered into a $1 50 
million accounts receivable collateralized borrowing facility. The assets of TRC are not intended to be generally available to the creditors of Tampa Electric Company. 
Under the Purchase and Contribution Agreement entered into in connection with that faciliry, Tampa Elecaic Company sells andlor contributes to TRC al l  of its 
receivables for the sale ofelectricity or gas to its retail customers and related rights (the Receivables), with the exception of certain excluded receivables and related 
rights defined in the agreement, and assigns to TRC the deposit a f c o ~ n l ~  into which the proceeds of such Receivables are paid. The Receivables are sold by Tampa 
Electric Company to TRC at a discount. Under the Loan and Servicing Agreement among Tampa Electric Company as Servicer, TRC as Bomower, cenain lenden 
named therein and Citicorp Nonh America, Inc. as Program Agent, TRC may borrow up to $150 million to find its acquisition of the Receivables under the Purchase 
Agreement. TRC has secured such borrowings with B pledge of all of its assets including the Receivables and deposit  account^ assigned to it. Tampa Electric Company 
acts as Servicer to service the collection ofthe Receivables. TRC pays program and liquidity fees based on Tampa Electric Company's credit ratings. The receivables 
and the debt ofTRC are included in the consolidated financial statements of TECO Energy and Tampa Electric Company. 

On Dec. 20,2001, Tampa Elect6c Company and TRC extended the maturity of Tampa Electric Company's $150 million accounts reccivdble collateralized 
borrowing facility from Dec. 21, 2001 to Dec. 19, 2008. 

7. Long-Term Debt 

At Dec. 31, 2007, total long-term debt had a eanying amount of $3.1 68.7 million and an estimated fair market value of $3,270.1 million. At Dec. 3 I, 2006, total 
long-tenn debt had a carrying amount of $3,855.4 million and an estimated fair market value of $3.979.7 million. The estimated fair inarket value of long-tenn debt 
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was based on quoted make prices for the same or similar issues, on the current rates offered for debt of the same remaining maturities, or for long-term debt issues 
with variable rates that approximate market rates, at carrying amounts. 

A substantial pan of the tangible assets ofTampa Electric are pledged as collatml to secure its fin1 mortgage bands. There are currently no bonds outstanding 
under Tampa Elatric'~ tint mortgage bond indenture. 

TECO Energy's maturities and annual sinking fund requirements of long-term debt for 2008 through 201 2 and thereafter are as follows: 

Long-Term Deb1 Maturities 

2009 2010 2011 - 2012 Thrmatlrr 

TECO Energy 5 -  $ -  $ 102.8 $ 191.7 S l o r . 2  16 8.8 6 403.5 
TECO Finance 171.8 236.2 491.2 899.2 
Tampa Electric 

TECO Guatemala 
Total long-term debt maturities 

Peoples Gas 
- - - - 540.0 1,123.9 1,663.9 
5.7 5.5 3.7 3.4 113.4 60.0 191.7 
1.4 I .4 I .4 1.5 __ 1.5 3.2 10.4 

5 7.1 $ 6.9 5 1 0 2  $ 368.4 - 1,687.1 3,168.7 - 
Debt Securities 

TECO E n e w D e h l  Tender and Exchange Ofea 

In December 2007, TECO Energy completed debt tender and exchange offen (Offers) which resulted in the redemption of$297.2 million principal amount of 
TECO Energy notes fur cash and the exchange of $899.3 million principal amount of TECO Energy notes for TECO Finance notes. TECO Finance is a wholly awned 
subsidialy of TECO Energy whose business activities consist solely ofproviding funds to TECO Energy for its diversified activities. The TECO Finance notes are fully 
and unconditionally guaranteed by TECO Energy. 

The Offers resulted in: 

The purchase fur cash and retirement of $297.2 million principal amount ofTECO Energy 7.5% notes due 201 0 

The exchange of $236.4 million principal amount of TECO Energy 7.20% notes due 201 I and $63.6 million principal amount of TECO Energy 7.00% 
notes due 201 2 together for $300 million principal amount ofTECO Finance 6.572% notes due 201 7 with substantially similar tenns as the exchanged 
TECO Energy notes 

The exchange of $171 .X million principal amount of TECO Energy 7.20% notes due 201 I for a like principal amount ofTECO Finance 7.20% notes 
due201 I .  

The exchange of $236.2 inillion principal ainount of  TECO Energy 7.00% notes due 2012 for a like principal amount of  TECO Finance 7.00% notes 
due 2012. 

The exchange of $191.2 million principal amount of TECO Energy 6.75% notes due 201 5 for a like principal amount of TECO Finance 6.75% notes 
due2015. 

In connection with these debt tender and exchange transactions, $32.9 million ofpremiums and fees were expensed, and are included in "Loss on debt 
exchangetentinguishm~t" on the Consolidated Statement of Income and as part of  the "Cash Flows from Operating Activities" in the Consolidated Stateiuent of Cash 
Flows for the year ended Dec. 3 I ,  2007. As discussed in Note I ,  $21.2 million of fees paid to the holdcn of the exchanged 
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notes were capitalized, and included in "Deferred charges and other assets" on the Consolidated Balance Sheet as of Dee. 31,2007 and as pan ofthe "Cash Flows from 
Financing Activities" in the Consolidated Statement of Cash Flows for the year then ended. These capitalized costs will be amortized and included in "Interest expense" 
on the Consolidated Statement of Income over the remaining lives of the related debt. 

The TECO Finance notes due 201 I ,  2012 and 201 5 have the same interest rate, interest p a y "  dates, maturity and covenants as the corresponding series of 
TECO Energy notes. 

TECO Energy may redeem some or all ofeach series ofthe TECO Finance notes at a price equal to the grater of(i) 100% of the principal amount of the 
applicable TECO Finance notes to be redeemed, plus accrued and unpaid interest, or (ii) the net present value of the remaining payments ofprincipal and interest on the 
applicable TECO Finance notes, discounted at the applicable Treasury Rate (as defined in the applicable supplemental indenture), plus 50 basis points for the TECO 
Finance 6.572% notes due 201 7 and the TECO Finance 6.75% notes due 201 5 and 25 basis points for the TECO Finance 7.20Y' notes due 201 I and the TECO Finance 
7.00% notes due 201 2. In each case. the redemption price would include accrued and unpaid interest to the redemption date. 

Pursuant lo a negative pledge contained in the second supplemental indenture governing the TECO Finance 6.75% notes due 2015, ifTECO Energy incurs, 
issues, assumes or guarantees any debt that is secured by a mongage, pledge or other lien on (i) cenain properry having a net book value in excess d 2 %  of 
consolidated net assets (as defined in the supplemental indenture), or (ii) capital stock or debt of any direct subsidiarj of TECO Energy, TECO Energy will. wbjec110 
cenain exceptions set fonh therein, secure the TECO Finance 6.75% notes due 2015 equally and ratably with such debt. 

Reiiremeni of$110.6 million Plaqueminds P w t ,  Harbor, and Terminal Disirici (Louiriano) Marine Terminol Fociliiies Revenue RefUndieg Bunds due Scp. I .  2007 

On Sep. 1,2007, pursuant to the terms of the indenture goveming $1 10.6 million olPlaquemines Pon, Harbor, and Tmninal District (Louisiana) Marine 
Terminal Facilities Revenue Refunding Bonds, Series I985 A, B, C and D, $ 110.6 million principal amount ofbonds were retired at maturity. 

Reiiremenr of8150 million Tampa Elrciiic Company 5.375% n o m  due Aug. 13. 2007 

On Aug. 15,2007, pursuant to the tenns of the indenture, $150 million principal m " n t  af5.375% Notes due Aug. 15,2007 were retired at maturiry. 

Issuance ofHiilsborough Counry Indusiriol Devrlopaeni Auihorir)' Pulluiion Conrrol Rewnue Refindiwg Bonds (Tompa Eleciric Company Projecli. Serir.~ 2007 and 
Redempiion qfSeries 1990  bond^, Series 1992 Bond, andSeries I993 Bonds 

On Jul. 25,2007. the Hillsborough County Industrial Development Authority (HCIDA) issued $125.8 million of HCIDA Pollution Control Revenue Refunding 
Bonds (Tampa Electric Company Project), Series 2007 (the Series 2007 Bonds) far the benefit ofTampa Electric Company, consisting of ( 8 )  $54.2 million Series 
Z007A Bonds due May 15,201 8, (b) $51.6 million of Series 20076 Bonds due Sep. I, 2025, and (c) $20 million of Series 2007C Bonds due No". I, 2020. Tampa 
Electric Company is responsible for payment of the interest and principal associated with the Series 2007 Bonds. The proceeds ofthis issuance. together with available 
cash, were used to call and retire on Aug. I ,  2007, at a redemption price equal to 1W% ofpar plus accumulated but unpaid distributions to that date, (a) $54.2 million of 
the existing HCIDA Pollution Control Revenue Refunding Bonds (Tampa Electric Company Cannon Coal Conversion Project), Series 1992 (the Series 1992 Bonds), 
which had a maturity date of May 15,20IR, (b) $51,605 million of the existing HCIDA Pollution Control Revenue Refunding Bonds (Tampa Electric Company 
Project), Series I990 (the Series I990 Bonds). which had a maturity date of Sep. I, 2025, and (c) $20 million of the existing HCIDA Pollution Control Revenue Bonds 
(Tampa 
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Electric Company Project), Series I993 (the Series 1993 Bonds), which had a maturity date ofNov. 1,2020. Casts of the issuance were paid from available funds of 
Tampa Electric Company. Tampa Electric Company entered into B Loan and Tmst Agreement with the HCIDA. as issuer, and The Bank of New York Tmst Company. 
N.A., as tmstee, in connection with the issuance ofthe Series 2007 Bonds. 

The Series 2007 Bonds bear interest at an auction rate that will be reset pursuant to an auction procedure at the end ofevery auction p e r i d  (initially set at 7 days 
for the Series 2007A Bonds and the Series 20078 Bonds and 35 days for the Series 2007C Bonds). In connection with the issuance ofthe Series 2007 Bonds. Tampa 
Electric Company also entered into an insurance agreement with Financial Guaranty Insurance Company (FGIC) (Insurance Agreement) pursuant to which FClC issued 
a financial guaranty insurance policy (Policy). The Policy provides insurance for Tampa Electric Company's obligation for payment on the Series 2007 Bonds and 
allowed the Series 2007 Bonds to be issued at a lower interest rate than without such insurance in place. Thhe tans  of the Insurance Agreement will, among other 
things, limit Tampa Electric Company's ability to incur cenain liens without ntibly securing the Series 2007 Bands, subject to a number ofexceptions. 

AI the end of any auction period, Tampa Electric Company imay redeem all or any pan of the Series 2007 Bonds at its option at a redemption price equal to the 
sum of the accmed and unpaid interest to the redemption date on the principal amount of the Series 2007 Bonds to be redeemed. plus 100% of the principal amount of 
the Series 2007 Bonds to be redeemed. The Series 2007 Bonds are also subject to special mandatoty redemption in the event that interest payable on any Series 2007 
Bonds has become subject to federal income tax in accordance with the Loan and Tmst Agreement. (See Note 25 for an update on the Series 2007 Bonds as ofthe date 
ofthis filing.) 

Issuance qf Tompo EIecBic Company 6.15% Noles due 2037 

On May 15,2007, Tampa Electric Company issued $250 million aggregate principal amount of6.15% Notes due May 15,2037. Thhe offering resulted in net 
proceeds to Tampa Electric Company (after deducting undenvriting discounts and commissions and estimated offering expenses) of approximately $246.1 million. Net 
proceeds were used to repay short-term debt, repay maturing long-term debt and for general corporate purposes. Tampa Electric Company may redeem all or m y  pan of 
the 6. 15% Nates at its option at any time and from time to time at P redemption price equal to the greater of (i) 100% of the principal amount of6 . l5% Notes to be 
redeemed or (ii) the present value of the remaining payments ofprincipal and interest on the 6.15% Notes to be redeemed, discounted at an applicable treasury rate (as 
defined in the applicable indenture), plus 25 basis points; in either case, the redemption price would include accrued and unpaid interest to the redemption date. 

Ismmce "(Polk Counry I~~dusrritd Dwelopmenr Aulhoriry Solid W'mtr Disposal Fouilip Revenue Refunding Bonds (Tompa Elelrcrric Company Projecl), Swirs 2007 
ondRedemption "(Polk Counry Industrial Development Aulhurify Solid Wmrr Disposai PaLiliry Revenue Bonds (Tompa Electric Company Prqjecf, S w i o  1YY.Z) 

On May 14,2007, the Polk County Industrial Development Authority (PCIDA) issued 1675 million of PCIDA Solid Waste Disposal Facility Revenue Refunding 
Bonds (Tampa Electric Company Projecl), Series 2007 (the Polk Series 2007 Bonds) for the benefit of Tampa Electric Company. Tampa Electric Company is 
responsible for payment of the interest arid principal associated with the Polk Series 2007 Bonds. The proceeds ofthis issuance, together with available cash, were used 
tu call and retire on Jun. 29,2007, at a redemption price equal to 102% ofpar plus accumulated but unpaid interest to that date, $75 million of the existing PCIDA Solid 
Waste Disposal Facility Revenue Bonds (Tampa Electric Company Project), Series I993 (the Polk Series 1993 Bonds), which had a maturity date of Dee. I, 2030. 
Costs afthc issuance were paid from available funds of Tampa Electric Company. Tampa Electric Company entered into a Lwn and Trust Agreement with the PCIDA, 
as issuer, and The Bank ofNew York Trust Company, N.A., as tmrtee. in connection with the issuance ofthe Polk Series 2007 Bonds. 

The Polk Series 2007 Bands mature on Dec. I. 2030 and bear interest a1 an auction rate that will be reset pursuant 10 an auction procedure at the end of every 
auction period (initially set at 35 days). In connection with 
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[he issuance of the Polk Series 2001 Bonds, Tampa Electric Company also entered into an insurance agreement with FGIC (Insumnce Agreement) pursuant to which 
FGIC issued a financial guaranty inwance policy (Policy). The Policy provides insurance for Tampa Electric Company's obligation for payment on the Bonds and 
allowed the Bonds to be issued at a lower interest rate than without such insurance in place. The t m s  of the Insurance Agreement will, among other things, limit 
Tampa Electric Company's ability to incur certain liens without ratably securing the Bonds, subject to a number ofenceptions. 

AI the end of any auction period, Tampa Elecmc Company may redeem all or any pan ofthe Polk Series 2007 Bonds at its option at a redemption price equal to 
the sum of the accrued and unpaid interest to the redemption date on the principal amount of the Polk Series 2007 Bonds to be redeemed, plus IW% ofthe principal 
amount ofthe Polk Series 2007 Bonds to be redeemed. The Polk Series 2007 Bonds are also subject to special mandatory redemption in the event that interest payable 
on any Polk Series 2007 Bonds has become subject to federal income tax in accordance with the Loan and Tmst Agreement. (See Note 25 for an update on [he Polk 
Series 2007 Bonds as ofthe date ofthis filing.) 

Retiremen1 d U O 0  million TECO Enerm 6.125% notes due May 1. 2007 

On May I ,  2007, pursuant tu the temis of the indenture, $300 million principal amount of 6.125% Notes due May I ,  2007 were retired at marurity. 

TECO Cap;td Trml II 

On Jan. 16,2007, all $71.4 million outstanding subordinated notes were retired at maturity pursuant to their original terms. This caused the retirement of $57.5 
million tmst prefemd securities ofTECO Capital Tmst If, pursuant to their original terms. 
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AI Dec. 31,2007 and 2006, TECO Energy had the following long-term debt ourstanding: 

Lunp-Temm Deb, 

TECO Enrry Notcs: 6.125% 

(niiiiomj ne<. 31, 

TECO Finmcc 

n a p .  Elcnrie 

Floallngmtc 7.23% for2007 and 7.37.h for20061cffccliucrsr 74% f0r2007)~'""~ '  
7.5% I c N ~ l i u e  rat$ of7.8%1 11*1' 

D"? 200, 2006 --- 
s 3w.o 2007 s ~ 

2010 100.0 100.0 
zoic 2 8  3w.o 
201 1 191.7 6w.c 
2012 100.2 m.0 
201s 8.8 zon.0 

2007 - - - 71.4 
403.5 1.971.4 -- 

201 I 1 7 1 . 8 s  ~~ 

2012 236.2 - 
2015 191.2 -~ 

- 2017 3000 
899 2 ~ -~ 

2013 60 7 60.7 

2018 54.2 54.2 

2020 20 0 20.0 
2023 86.4 86.4 

47% Va~irblcralfor2007'""~'(cfTec!ii~ ralc of472%m)and firedralc40% fur20ffi," 2015 51.6 5 1 . 6  

5.3% Vadable ralC for 2007'"" IeffccLiue mu of 5.52%1 and Bxed m v  5.85% for 20ffi 2030 75.0 75.0 
4.6% Variablc r a k  for 2001'*'"' (cffechvc ralc of 5.30%) and 3 89% for 2006 2034 86.0 86 0 

Nates: 5.375% 2uO7 - 125.0 
6.875% IdFcclivc raw of6.98X)"' 2012 210.0 210.0 

6.25% 1cN~cuvr ialc ofh.3%,)"'"' 2014-2016 250.0 250.0 
6.55% (~Rcclive m e  of6.6°A)"' 2036 250.0 25n.c 
6.IS7hlcN~ciiveralcofh6%)"' 2037 190.0 

6.375% (oNeckiui; race of7.35%)"' 2012 330.0 330.0 

1.663.9 1,598.9 
scni~r NOCGS. "'17' in 3 x 4  znin - I .o 

1 0 . 3 3 ~ ~  2008 1.0 2.0 
10.30% 2008-2009 2.8 3.8 
9.93% 2008-2010 3.0 4.0 
8.00% 2008-2012 14.9 17.0 

Notes: 5.375% 2007 - 25.0 
6.875% (eKeclirc r r k  of6.98K) ' I '  2012 40.0 40.0 
6 375%1effslivsrslcof7.35%)"' 2012 10.0 70.0 
6.15% 1cNcclivcrrlc ofh.2li'h)"' 2037 hO.O ~ 

-- 

191.7 162.8 
TECO Custemsh Noic: 3.0"% 2008.2014 10.4 11.7 

(3.2) 13.4) Unanlnrlimd debt dircoul, ncI 

3,165.5 3,852(1 
7.1 639.4 Less amount duc ailhin o n ~  y c u  

Tom1 long-term debt S 3.158.4 S 3.212.6 

-- 
Ofhcr Unregqulsled Doek and Wlarfbondds. 5.0%"' 1001 - 110.6 

-- -- 
11) 
12) 
13) (iurranlud by TECO Encrgy. 
14) Taxarcmpl E ~ C U ~ ~ C B .  

Thnc rocwiUcr arc subivcl IO icdcmplion 881 wholc oi rn pan. al m y  tims, jll Ihc option o f i b  company. 
Thcic long-lcrm dcbt apccmenir sunlain vrrioui r~svicLivc financial covnirn l~ .  
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8. Prefererred Stock 

Preferred stock of TECO Energy-$I par 
I0 million sham authorized, none outstanding 
Preference stock (subordinated preferred stock) of Tamps Electric-no par 
2.5 million shares authorized, none outstanding. 
Preferred stock of T a m p  Electric-no par 
2.5 million shares authorized, none outstaoding. 
Preferred stock of Tamp Electrie-$IW par 
I .5 million shares authorized. none outstanding. 

9. Common Stork 

Stock-Based Compensation 

On Jan. I, 2006. TECO Energy adopted FAS 123R, requiring the company to recognize expense related to the fair value of its stock-based compensation awards. 
Prior to this, the company accounted for its share-based payments under APE 25 and related intelpretations. The company adopted FAS l23R using the modified- 
prospective transition method. Under this transition method, compensation cost recognized beginning Jan. 1,2006 includes compensation cost for all share-bawd 
paynents granted prior to, but not yet vested as ofDec. 31,2005 (based on the grant-date fair market value estimated in accordance with the original provisions of FAS 
123). and compensation cost for all share-based payments *anted on or after Jan. 1,2006 (based on the grant date fair market value estimated in accordance with the 
provisions of FAS 123R). Results far prior periods haw not been restated. 

TECO Energy has two share-based compensation plans. the Equity Plan and the Dirccctar Equity Plan (Plans), which are described below. The rypes of awards 
granted under these Plans include stock options. stock grants. time-vested restricted stock and performance-based restricted stock. Stock options have been granted with 
an exercise price greater than or equal to the fair market value of the common stock on the date of grant and have a IO-year contractual term. Stock  option^ for the 
Director Equity Plan vest immediately and stock options for the Equity Plan have graded vesting over a three-year period with the first 33% becoming exercisable one 
Year afla the date ofgrant. Stock options were last awarded in 2006. Stock grants and time-vested restricted stock are valued at the fair market value on the date of 
grant, with expense recognized over the vesting period. which is nonnally three years. Beginning in 2006, the company granted time-vested restricted stock to directon 
that vests one-third each year. Performance-based restricted stack has been granted to ofticen and employees, with s h a m  potentially vesting after three years. The total 
awards for perfomance-based restricted stock vesl based on the total relum of TECO Energy common stock compared to a peer group ofutility stocks. The 2005 and 
2006 grants can vest between 0% to 200% ofthe original grant and the 2007 grant can vest between 0% to 150% of the original grant. Dividends are paid on all time- 
vested and perfonname-based restricted stock awards. 

TECO Energy recognized total stock compensation expense for 2007 and 2006 of161 I .6 million pretax, or $7.1 million after-tax and $1 1.5 million pretax, or 
$7.1 million afler-tar, respectively. Total stock compensation expense is reflected in "Operation other expense-Othei'on the Consolidated Statements oflncome. Cash 
received from option exercises under all sham-based payment arrangements was $9.2 million, $7.3 illillion and $1 1.5 million for the periods ended D n .  3 l ,2M17,2W 
and 2005 respectively. ' h e  agflegate intrinsic value ofstock options exercised was $3.6 million, $2.7 million and $5.5 million lor the perjdds ended Dec. 31,2007, 
2006 and 2005, respectively. The total fair market value of awards vesting during 2007 was $3.6 million. which includes stock grants, time-vested resincted stack and 
performance-based restricted stock. As of Dec. 31.2001. there was $8.7 million of unrecoGired compensation cml related to all no"-vested awards that is expected to 
be recognized over a weighted average period oftwo years. Prior to the adoption of FAS l23R, TECO Energy presented all tax benefits ofdeductions resulting F" the 
exercise of stock options as operating cash flows in the Consolidated Condensed S t a t e "  of Cash Flows. Beginning on Jan. I, 2006, the company changed its cash 
flow presentation in accordance with PAS 123R. which requires the cash flows resulting from excess tax deductions on share-based payments to be classified as 
finvncing cash flows. 
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Pro Forma Stork-Based Compensation Expense 

As reponed 
Add: Uneamed compensation expense'' 
Less: Pro forma expense: 

Pro forms 

As reponed 
Add: Uneamed compensation expense 
Less: Pro fnma expense(" 
Pro forma 

As reponed 
Pro f m a  

As reported 
Pro. forma 

Net i n c o m e E P S ,  basic 
As reported 
Pro forma 

As reponed 
Pro forma 

Net income 

Net income from continuing operat ionsEPS,  basic 

Net income from continuing operationsEPS, diluted 

Net incom-EPS, diluled 

fa05 

$ 211.0 
3.4 

$ 207.6 

$ 274.5 
3.4 
6.8 

$ 271.1 

$ 1.02 
$ 1.01 

$ 1.00 
$ 0.99 

$ 1.33 
$ 1.31 

S 1.31 
$ 1.29 

- 

- 6.8 

__i 

( I )  
(2) 

Uneamed compensation expense reflects the compensation expense oftime-vested and performance-based restricted stock awards,aRer-tar. 
Includes compensation expense for stock options and performance-based restricted stock, determined using a fair-value based method, afler-tan, plus 
compensation expense associated w,ith time-vested restricted stock awards, determined based on fair market value at the time of grant. afier-lax. 

AS,"lW,tiO", 

Assumptions applicable IO stock options 
Risk-free interest rate 
Expected lives (in years) 
Expected stock volatility 
Dividend yield 

Risk-free interest rate 
Expected lives (in years) 
Expected stock volatility 
Dividend yield 

Assumptions applicable tu performance-based restricted stuck 

Equity Plans 

4.53% 
3 

16.71% 
4.25% 

1006 

4.92% 
6 

27.00% 
4.66% 

4.92% 
3 

18.22% 
4.64% 

- ZOOS 

4.02% 
7 

34.12% 
4.66% 

3.74% 
3 

45.31% 
4.49"/0 

- 
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equivalents to officers, key employees and consultants of TECO Energy and its subsidiaries. The Compensation Committee has discretion to determine the l e m s  and 
conditions of each award. which may be subject to conditions relating to continued emplopent, restrictions on mnsfer or performance criteria. 

Under the 2004 Plan and the 1996 Plan (collectively referred to as the "Equity Plans"), I . I  million and 0.9 million stock options were granted to employees in 
2006 and 2005, respectively, with weighted average fair values of $3.26 and $3.93. o\lo stock options were granted in 2007.) In addition, 0.6 million, 0.5 million and 
0.4 million shares ofrestricted stock were granted in 2007,2006 and 2005, respectively, with weighted average fair values o f  51X.l4,516.85 and 521.57, respectively. 
In 2006, 17,962 shares of unrestricted common stock were granted with a weighted average fair value of $ 1  7.54. A summary ofson-vested shares ofrestricted stock 
and stock options for 2007 under the Equity Plans are shown as follows: 

Nonvested Restricted Stock and Stock Options-Equity Plans 

Nonucited Rcstrktcd Stuck "' Nonvested Sto~kOp1Ion~'~'  

Nonvested balance at Dec. 3 I ,  2006 
Granted 
ves1ed 
Forfeited 
Nonvested balance at Dec. 31,2007 

(I) 
( 2 )  

T h e  weighted average remaining contractual term of restricted stmk is 2 years. 
All nonvested stock options are expected IO vest. 

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

Stock Options-Equity Plans 

Outstanding balance at Dee. 31,2006 
Granted 
Exercised 
Cancelled 
Outstanding balanceat Dec. 31, 2007"1 
Exercisable st ~ e c .  31,2007'?' 
Available For future grant at Dee. 3 I, 2007 

( 1 )  Optionpricesrangefrom $11.09t0$31.58. 
(2) Optionpricesrangeh-om611.09 to1616.30. 

(366) 23 94 __ 
8,728 $ 20.71 5 $ 11.8 
3,204 5 13.77 7 11.0 
7.501 
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As of D x .  3 I, 2007, the options outstanding under the Equity Plans are summarized below: 

Stuk  Option9 Outstsodine Sfuk  Optima Exercisshle 

Weinhrcd Aye. Wtiehfcd Avg. 
~~ 

Rrmsining nem.ininp 
u.np or Option Shares Wcighfed Arg. Co"fr.ctYsl Option Shma Wuiphtpd Arp. Co.tr.CtY.1 

option Pricrl (Ihauimd3) option Price U f C  (moussnds) Oplion Pr iCC Lire 
161 1.09 - 1613.50 2.248 S 12.71 bYean 2,248 16 12.71 6 Years .~~ .. ~ 

$16.21 -16IX.87 
S21.25-$22.48 

1,838 $ I629 8 Years 956 $ 1624 8 Years 
- - 1.544 $ 21.36 2 Years - 

- - - $23.55 ~ 1625.97 67 S 24.27 2 Yean 
1627.56-1631.58 3,031 16 29.10 3 years - - - 

Total 8,728 S 20.71 5 Yean 3,204 6 13.77 7 Years 

Director Equity Plan 

In April 1991, the company's shareholders approved the 1997 Director Equity Plan (1997 Plan), as an amendment and re~talement of the 1991 Director Stock 
Option Plan (1991 Plan). The 1997 Plan superseded the 1991 Plan, and no additional grants will be made under the I99 I Plan. The purpose of the I997 Plan is to attract 
and retain highly qualified "on-employee directors of the company and IO encourage them to own shares of TECO Energy common stock. The I997 Plan, administered 
by the Board of Directors, authorized 250,000 shares of TECO Energy common stock to be awarded as stock grants, stock options and/or stock equivalents. 

Under the 1997 Plan, 25,000 shares of restricted stock were awarded in 2007, with a weighted average fair value of $1 8.35. Restricted stock transactions for the 
year ended Dec. 31,2007 under the 1997 Plan are summarized as follows: 

Nonvested Restricted Stoek-Director Equity Plans 

Nanvested balance at Dec. 31,2006 
Gnnted 
Vested 
Forfeited 
Nonvested balance 81 Dec. 31,2007"' 

(I) The weighted avenge remaining contractual term is 2 years. 
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Under the 1997 Plan, 35,000 stock options were granted in 2005 with a weighted average fair value of $3.95. In addition, 5,WO shares of unrestricted common 
stock were granted in 2005, with a weighted average fair value of $16.2 I ,  No stock options were granted in 2007 or 2006. Stock option mnsactions during the year 
ended Dec. 31.2007 under the I997 Plan are suinmwized as follows: 

Stock Options-Director Equity Plans"' 

Outstanding balance at Dec. 31,2006 
Granted 
Exercised 
Expired 
Outstanding balance at Dec. 31,2007':' 

Exerciseable at Dec. 31,2007"' 

Available for future pant  at Dec. 31,2007 

- 
$ 0.2 

(I) 
(2) Optionpiicesrangefrom$11.09 to$31.58pcrshare. 
(3) Optionpncesrangefrom 611.09 to$16.21 pershare. 

Dividend Reinvestment Plan 

Stock options granted under the Director Equity Plans vest immediately. 

In 1992, TECO Energy implemented a Dividend Reinvestinolt and Common Stock Purchac Plan. TECO Energy raised 163.9 million and $4.4 million of 
common equity from this plan in 2007 and 2006, respectively. 

Common Stock 

On Jan. 18,2005, TECO Energy issued 6.85 million shares of common stock as pan ofthe final Senlement for the remaining outstanding equity security units of 
TECO Capital T m t  11, receiving approxiinately $180 million of proceeds from the settlement. 

Shareholder Rights Plan 

In accordance with the company's Shareholder Rights Plan, a Right to purchase one additioiial sliaie ofthe company's common stock 818 price of$90 per share 
is attached to each outstanding share ofthe company's common stock. The Rights expire in May 2009, subject to extension. The Rights will become exercisable 10 
business days after a person acquires 10% or more of the company's outstanding common stock or commences B tender offer that would result in such person o w i n g  
10% or more of such sock. lfany person acquires 10% or more of the outstanding common stock, the rights of holders. other than the acquiring person, become rights 
to buy shares of  omi in on stock ofthe company (or of the acquiring company if the company is involved in a merger or other business combination and is not the 
sulviving corporation) having a market value of twice the exercise price ofeach Right. 

The company may redeem the Rights at a nominal price per Right until 10 business days after a p m o n  acquires 10% or more of the outstanding common stock. 
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10. Other Comprehensive Income 

TECO Energy reported the following other comprehensive income (loss) (OCI) for the yean ended Dee. 3 I ,  2007,2006 and 2005, related 10 changes in the fair 
value of cash flow hedges and amortization ofunrecognized benefit costs associated with the company's pension plans: 

Other comprehensive income (loss) 

p";,,im, 
1001 
Unrealized loss on cash flow hedges 
Less: Gain reclassified tonet income 

Loss on cash flow hedges 
Amortization of unrecognized benefit costs 
Recognized benefit costs due to curtailment 
Unrecognized benefits due to remeasurement 

2006 
Unrealized gain on cash flow hedges 
Less: Gain reclassified to net income 

Gain (loss) an cash flow hedges 
Additional minimurn pension liability 

2005 
Unrealized gain on cash flow hedges 
Less: Gain reclassified to net income 

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

Total other comprehensive income 

Total other comprehensive income 

Total other comprehensive loss 

Accumulated other comprehensive loss 

cro,r 

$ (3 7) 
(6.5) 
(10.2) 
4.3 
I4 2 
13.7 

$ 220 

69.5 
5 69.0 

$ 7.3 
(5.7) 
1.6 

(11.8) 
5 (10.2) - 

hnill;md Dm. 31, 
Unrecognized pension losses and prior sewice c ~ s t s ' ~ '  

Unrecognized other benefit losses, prior sewice costs and transition obligations 'I' 
Net unrealized (losses) gains from cash flow hedge#" 

Total accumulated other comprehensive loss 

( I )  ~ e r o f t a n  benefit of$8.3millionand$13.9millionasofDec.31,2007and2006,respectively. 
(2) Netoftax (expense)benefitof$(1.5)inillionand$5.5millionasofDec. 31, 2007and2006,respectively. 
(3) Net of tax benefit (expense) of 53.8 million and $(0.2) million as of Dec. 31,2007 and 2006, respectively. 
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Tax 

$ (1.4) 

(3.9) 
(2.5) 

I .9 
5.5 
5.2 

$ 8.7 

$ -  
(0.2) 
(0.2) 
26.8 

5 26.6 

$ 3.7 
(2 .0)  
I .7 
(4.6) 

$ (2.9) 

2007 

$ (13.3) 
2.3 

-..&a 
5 (17.2) - 

Ne, 

$ (2.3) 

(6.3) 
2.4 
8.7 
8.5 

$ 13.3 

$ -  

(4.0) 

(0.3) 
(0.3) 
42.7 

$ 42.4 

$ 3.6 
(3.7) 

(7.2) 
(0.1) 

3) 

2006 - 
$ (22.0) 

(8.6) 
0.1 - 
- 
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11. Earnings Per Share 

For the years ended D e .  31,2007,2006 and 2005, stock options for 5.8 million shares, 7.0 million shares and 5.4 million shares, respectively, weie excluded 
from the computation of diluted earnings per share due to their antidilutive effect. 

Earnings per Shirr 

lmillimr, ucemprpcr rhlln onounnJ 
Pur theyeon mddDsc.  31, 

Numerator 
Net income from continuing operations, basic 
Effect of contingent performanee shares, net oftax 
Net income from continuing operations, diluted 
Discontinued operations, net of tax 

Net income, diluted 

Denominator 
Average number of shares outstandinebasic 
Plus: incremental shares for unvested restricted stock and assumed conversions: Stack options at end of 

Less: Treasury shares which could be purchased 
Average number of shares outs tandindi lu ted  
Earnings per share from continuing operations 

Earnings per share from discontinued operations, net 

Earnings per share 

period, unvested unrestricted sock  and contingent performance shares 

2007 

$ 398.9 
__ 

398.9 
14.3 

5 413.2 

209.1 

3.6 
(2.8) 

209.9 - 
Basic 5 1.91 
Diluted S 1.90 
Basic 5 0.07 
Diluted $ 0.07 
Basic $ 1.98 
Diluted 1.97 

2006 2005 

s 244.4 5 21 I .n 
- -1 

244 4 209 0 
1.9 ~ 63.5 

$ 246.3 $ 272.5 

207.9 206.3 

3.3 5.4 

$ 0.01 
$ 1.19 $ 1 . 3 3  
S 1.18 $ 1 . 3 1  - -  

12. Commitments and Contingencies 

Legal Contingencies 

Serrlemenr of rhe Secwiries Class A&m 

A number of securities class action lawsuits (which were subsequently consolidated) were tiled in 2004 against the company and cemin current and former 
officers by purchasers ofTECO Energy securities (the Securities Class Action). On Jul. 12, 2007, the U.S. Distnct Court entered a preliminary order approving the 
settlement ofthe Securities Class Action. On Oct. 18. 2007, the U.S. District Court entered a final order approving the settlement. The maner is now closed. 

Wesl LB Lrlrer o/Credir Lirigarion 

In February 2005, West LB sued TPS McAdams LLC (TPS McAdams), an indirect wholly-owned subsidiary of the company, as a result ofthe a third patty 
default under the McAdams construction conmcf in 2002. On Jul. 9,2007, the U.S. Bankruptcy Coun Judge ruled in favor of TPS McAdams and granted its motion to 
dismiss West LB's amended complaint that TPS McAdams presented for payment pursuant to a letter of credit fraudulently. West LB appealed the dismissal of its 
amended complaint and TPS McAdams filed a motion to recover its attorneys fees for defending the lawsuit in the event West LB was unsuccessful in its appeal. TPS 
McAdams and West LB entered into a settlement agreement and the case has been dismissed with prejudice. The matter is now closed. 
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Cmpo Arhilralion 

On Aug. 11, 2006, TPS Intematianal Power, Inc. (TPSI) received a favorable ruling fiom the Bogota Chamber of Commerce Arbitration Tribunal (the Tribunal) 
in the arbitration demand by a Colombian trade union regarding a 1996 transaction that was never consummated related to the potential purchase and financing o f a  
power plant. The Tribunal found no liability on the part ofTPSl and found that it  had no jurisdiction over TECO Energy or any of its subsidiaries. 

Following the Tribunal’s finding, the union filed a petition for annulment in the ordinary courts on Aug. 3 I, 2006. The union was ordered to file its detailed 
petition citing the record to substantiate its annulment claim on Oct. 12,2006 but it  failed to do so. The court-appointed Tribunal issued a confirmation that the maher 
was closed. In early December 2006, the union filed wo separate procedural petitions asking the Tribunal to set aside its determination claiming that the union’s 
petition was bared due to the missed deadline, on the basis that the Tribunal‘s “Notification of the Oct. 12 date” was technically deficient. On Mar. 20,2007. the Coun 
found against the union on procedural grounds on its petition to revoke the Court’s action vacating the pctition for annulment. On Mar. 27,2007, the union filed a 
petition to review the Mar. 20,2007 ruling and TPSI has opposed that petition. In late September 2007, the Court mled in the Company’s favor and denied the union’s 
petition. Subsequently, the union filed an extraordinary procedural tactic which was also denied by the Coun. Under Colombian law, the matter is considered dosed. 

Orher Issues 

From time to time, TECO Energy and its subsidianes are involved in various other legal, tan and regulatory proceedings before various courts, regulatory 
commissions and govemmental agencies in the ordinary course of its business. Where appropriate. accruals are inade in accordance with FAS No. 5 ,  Accounling,for 
Cunlingencirs , to provide fur malten that are probable of resulting in an estimable, material loss. While the oulcoine of such proceedings is uncertain, management 
does not believe that their ultimate resolution will have a material adverse effect on the company’s results of opcrations or financial condition. 

Superfund and Former Manufactured Gas Plant Sites 

Tampa Electric Company, through its Tampa Electric and Peoples Gas divisions, is a potentially responsible pany (PRP) for cenain superfund sites and, through 
its Peoples Gas division, for certain fonner manufactured gas plant sites. While thejoint and several liability associated with these sites presents the potential for 
significant response costs, as of Dec. 31,2007, Tampa Electric Company has estimated its ultimate financial liability to be approximately $1 1.5 million primarily at 
PGS, and this amount has been accrued in the company’s financial statements. The environmental remediation costs associated with these Sites, which are expected to 
be paid over many years. are not expected to have a significant impact on customer prices. 

The estimated amounts represent only the estimated portion of the cleanup costs nttribulahle 10 Tampa Electric Company. The estimates to perform the work are 
based on actual estimates obtained fiom contractors, or T a m p  Electric Company’s experience with similar work adjusted for site specific conditions and agreements 
with the respective govemmental agencies. The estimates are made in current dollars, are not discounted and do not assume any insurance recoveries. 

Allocation of the responsibilify for remediation costs among Tampa Electric Company and other PRPs is based on each party’s relative ownaxhip interest in or 
usage o r a  site. Accordingly, Tampa Electric Company’s share ofremediation costs varies with each site. In virtually all instances where other PRPs are involved, those 
PRPs are considered crediwonhy. 

Factors that could impact these estimates include the ability of other PRPs to pay their pro-rata portion of the cleanup costs, additional testing and investigation 
which could expand the scope afthe clcanup actiYities, 
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additional liability that might arise from the cleanup activities themselves or changes in laws or regulations that could require additional remediation. These costs are 
recoverable through customer rates established in subsequent base rate proceedings. 

Long-Term Commitments 

TECO Energy has commitments under long-term leases. p r h " l y  for building space, office equipment and heavy equipment 

Total rental expense for these leases, included in "Operation other e x p e n s 4 t h e r "  on the Consolidated Statements of Income for the yean ended Dec. 31, 
2007,2006 and 2005, was $29.8 million, $30.0 inillion and 1628.3 million, respectively, including leases ofmarine equipment at TECO Transport. which was sold on 
Dec. 4,2007. 

The following is a schedule of fuNre minimum lease payments st Dec. 3 I, 2007 for all leases with non-cancelable lease temx in excess ofone year: 

Future Minimum Lease Payments o f  Leases"' 

YrurmdedDcc. 31: Amount (miliions, 

2008 16 5.4 
2009 
2010 
201 I 
2012 
Thereafter 
Total minimum lease payments 

I 1  I 
II I 
II 0 
11.1 
83 7 

$ 134.0 

( I  1 This schedule includes the fixed capacity payments required under a capacity and tolling agreement ofTampa Electric which commences Jan. I ,  2009. In 
accordance with the provisions of EITF 01 -08, Determining Whether 
based on the criteria that the arrangement met the lease definition. Prudently incurred capacity payments are recoverable under an FPSC-approved cost recovery 
clause (See Note3 ). 

Arrowgemem Conloins a Lease, the company evaluated the agreement and concluded 

Guarantees and I A t e r s  of Credit 

TECO Energy accounts for guarantees in accordance with FASB Interpretation No. (FIN) 45, Guoruntor i Accnrmtig ondDisciossure Requirements,four 
Guarantee.? Including Indirect Guorunters qf1ndeblednes.s of Others (an inrerprefalion of FASB Sfaremenis No. 5. 57 and 107 ond resci.s.~ion ofFASB Inlrrprefofion 
No. 34) . Upon issuance or modification o f a  guarantee the company detennines ifthe obligation is subject to either or both of the following: 

Initial recognition and initial measurement ofa  liability; and/or 

Disclosure of specific details of the guarantee. 

Generdy, guarantees of the performance a f a  third pdny or guarantees that are based on an underlying (where such a guarantee is not a derivative subject to 
FAS I331 are likely to be subject to the recognition and measurement, as well as the disclosure provisions, ofFlN 45. Such guarantees inust initially be recorded at fair 
value, as determined in accordance with the interpretation. 

Altematively, guarantees between and on behalf of entities under common control or that are similar to product warranties are subject only to the disclosure 
provisions ofthe interpretation. The company inust disclose information as to the term ofthe guarantee and the maximum potential amount of future gross payments 
(undisfounted) under the guarantee, even if the likelihoad o f a  claim is remote. 
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A summary of the face amount or maximum theoretical obli@iom under TECO Energy's letters ofcredit and guamntees as o f k c .  31,2007 are as follows: 

Letten of Credit and Guarantees 

,,";ll;o"x) 

for ,hs b'ment of: 

Tnmps Electric 
Letters of credit 
Guarantees: 

Lmws o/C,rd;, and Funr#nler 

Fuel purchaselenergy management""" 

TECO Transport 
Lenen of c d i r "  

TECOCod 
Letters of credit 
Guarantees: Otheri' 

Other unregulated 
Guarantee: 

Fuel purchaselenergy management"' 
Total 

M0,"n"p 

2008 2009 2010 - 2012 Ape, 2012 

1 6 -  % -  16 - 16 0 3  

- - - 20 0 
- - - 20 3 

- - 53.7 3.9'" 
$ 61.1- 5 - 5 32.3 - ___ 

- 
5 0.3 16 - 

20.0 I .4 
20.3 I .4 
- 
- 

- 2.5 

6.1 - 
6.9 2.4 

13.6 2.4 
- 
- 

57.6 - 
~ 

$ 946 s 3.8 -- 
( I )  
(2) 

These guarantees renew annually and are shown on the basis that they will continue to renew beyond 201 2. 
The ainount~ shown are the maximum theoretical amount guaranteed under cument agreements. Liabilities recognized represent the associated obligation of 
TECO Energy under these ayeements at Oec. 3 I ,  2007. The obligations under these letters of credit and guarantees include net accounts payable and net 
deivative liabilities. 
TECO Trdnsport was sold effective Dec. 4. 2007. The tenns of the sale required that these letters of credit be replaced by the purchaser; this was completed in 
2008. 

( 3 )  

Financial Covenants 

In order to utilize their respective bank facilities, TECO EnergyrECO Finance and Tampa Elecmc Company must meet certain financial tests as defined in the 
applicable agreements. In addition, TECO Energy, Tampa Electric Company and other operating companies have certain restrictive  covenant^ in specific agreements 
and debt instruments. At Dec. 3 I, 2007, TECO Energy, Tampa Electric Company and the other operating companies were in compliance with all required financial 
CO"e"a"tS. 

13. Related Parties 

The company and its subsidianes had certain transactions, in the ordinary course ofbusiness, with entities in which directors ofthe company had interests. me 
company paid legal fees of $1.3 million, $I .2 million and $I ,3 million for the years ended Dec. 3 I ,  2007,2006 and 2005, respectively, to Ausley McMullen, P.A. of 
which Mr. Amley (a director ofTECO Energy) is an employee. Other transactions were not matenal for the years ended Dec. 3 I, 2007,2006 and 2005. No material 
balances were payahle as of Dec. 3 I, 2007 or 2006. 
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14. segment Inrormntion 

TECO Energy is an electric and gas utility holding company with significant diversified activities. Segments are determined based on haw management 
evaluates, measures and makes decisions with respect to the operations of the entity 7he management of TECO Energy reports segments based on each subsidialy's 
contribution of revenues, net income and total assets, as required by FAS I3 I ,  Disc1osurr.s ohvur Srgmenrs of an Enterprise andRelaredl~~~,-,rmarrun . All significant 
intercompany transactions are eliminated in the consolidated financial statements of TECO Energy. but are included in determining reportable segments. 

Du"ng the fimt quaner of2005, the company revised intemal reponing infonnation for the purpose of evaluating. measuring and imaking decisions with respecl 
to the components which previously comprised the "Other Unregulated operating segment. The revised operating segment, 'TECO Guatemala", is comprised of all 
Guatemalan operations. The remaining components are now included in "Other 81 Eliminations". Prior period segment Tesults have been restated to reflect the revised 
segment stmcture. In 2007, only historical dam is presented for TWG Merchant as d l  merchant assets have been divested. Any residual results for 2007 and 2006 are 
included in '.Other and Eliminations". 

The information presented in the following mble excludes all discontinued operations. See Note 20 Tor additional details of the components ofdiscontinued 
operations. 

49 

320 



Table of Contents 

Segment Information ',' 

Tamps Peoplrs TECO 
fmUI~onsJ Elcrtrir GP. Cud 

2001 
Revenu-utsiden $ 2,186.6 $ 599.7 5 544.5 
Sales to affiliates I .8 

rota1 TeYenUeS 2,188.4 599.7 544.5 
Eamings from unconnsol. 

Depreciation and amortization 
affiliates - - - 

178.6 40.1 38.4 

Total interest charges'?' 112.2 17.1 12.5 
lntemally allocated interest"' 

- - 11.6 
Provision (benefit) for taxes 85.2 16.4 46.3 
Net income from continuing 

operations " 
Gadwill. net 

$ 150.3 $ 26.5 5 90.9 
16 - $  - F  - 

Investment in unconsolidated 

Other nm-cumnt investments 
affiliates - - - 

- - - 
Total assets 4,838.3 761.4 501 .2," 
Capital expenditures S 373.8 16 49.2 $ 43.8 
2006 
Revenu-utsiden $ 2,082.7 $ 577.6 $ 574.9 
Sales to affiliates 2.2 - - 

Total revenues 2,1184.9 577.6 574.9 
Eamings from unconsol. 

Depreciation and amolfization 
186.3 36.5 36.4 

107.4 15.2 10.6 Total interest charges"' 
lntrmally allocated interest"' 

9.9 
Provision (benefit) for faxes 80.3 18.8 35.6 
Net income (loss) from 

continuing operations 'I' 135.9 $ 29.7 $ 78.8 

affiliates - - - 

- - 

Goodwill, net $ - $  - $  - 

afiiliates - - - 
Investment in unconsolidated 

Other non-current investments 

T m l  assets 4,813.7 765.2 389.4"' 
Capital expenditures $ 366.4 $ 54.0 5 40.2 
2005 
Revem-utsiders $ 1,744.3 $ 549.5 5 505.1 
Sales to affiliates 2.5 

Eamings h m  unconsol. 

Depreciation and amonizalion 
187.1 35.0 36.8 

98.3 15.1 13.4 Total interest charges"' 
Internally allocated interest"' 

- 12.5 
Provision (benefit) far taxes 90.6 18.5 M.9 
Ne: income lloss) from 

- - - 

- - 
rota1 reYenueS 1,746.8 549.5 505.1 

affiliates - - - 

- 

. ,  
$ 147.1s 29.6 $ 115.4 continuing operations'" 

Goodwill, net s - s  - $  - 
Investment in unconsolidated 

Other non~urrent investmats 

Total assets 4,554.0 721.5 385.68'. 

affiliates - - - 

- - - 

Total 
TECO TECO TWG Other& TECO 

Trsnsport G"*,Cln*lS Mcrch.", Elimlosrionr E"CW 

5 197.1 $ 8.a" $ - $  0.2 $ 3,536.1 
93.2 2 - 

290.3 8.0 - (94.8) 3,536.1 

68.5 - - 68.5 

5.6 0.5 - 0.5 263.7 

4.8 15.2 - 96.0 257.8 

0.8 14.9 - (27.3) 

13.5 7.8 - 45.0 

16 34.0 $ 44.71.' $ - $  52.5"' 
5 - 5 59.4 $ - 

275.5 - 

8.0 - 15.0 - 
- 435.3,"' - 229.0 

$ 25.1 $ 2.3 $ - s 0.2 

$ 205.1 s 7.6,s' S - $ 0.2 

$ - 

214.2 

$ 398.9 
6 59.4 

275.5 

23.0 
6,765.2 

$ 494.4 

$ 3,448.1 

3,448.1 

- 

(0.3) 58.7 - 0.5 58.9 

22.1 0.6 - 0.3 282.2 

4.5 15.0 - 125.6 278.3 

14.6 - (23.1) - 
10.9 8.7 - (35.6) 118.7 

6 22.8 $ 37.6 $ - $ (60.4) s 244.4 

(1.4) 

$ - $  59.4 $ - $ - s 59.4 

2.9 276.0 - 14.0 292.9 

- - - 8.0 8.0 

16 16.5 $ 0.7 $ - F (22.1)"' $ 455.7 

333.9 424.61'1 - 635.0 7,361.8 

6 192.5 $ 7.71.' 5 0.4 $ 10.6 5 3,010.1 
85.1 - - (88.2) - 

278.2 7.7 0.4 (77.6) 3,010.1 

(0.3) 57.9 - 2.8 60.4 

21.4 0.8 0.7 0.4 282.2 

5.1 15.9 10.4 130.5 288.7 

(0.6) 14.2 10.1 (36.2) - 

8.1 0.9) (10.9) (67.4) 101.9 

5 202 $ 4 0 4  5 (146) S (1271)''' 6 2110 
5 - $ 594 $ - s - $ 59 4 

2.9 274.0 - 20.2 297.1 

- - 8.0 8.0 32 3 2 x 4  408.481. 233.0 545.2 7,170.1 



Capital expenditures $ 203.5 $ 42.8 $ 24.1 $ 18.1 $ 0.2 $ 6.9 $ - $ 295.3 

(I) From continuing operations. All p e h d s  have been adjusted to reflect the reclassification of xwhs from operations to discontinued operations for CCC and BCH 
Mechanical, Inc. 

(2) S e p e n t  net income is reponed on a basis that includes internally allocated financing costs. lntemally allocated costs for 2007,2006 and 2005 were a1 pretax 
rates of 7.5%. 7.8% and 8%. respectively, based on the average of each subsidiary’s equity and indebtedness to TECO Energy assuming a 50iSO debtiequiry 
capital structure. lntemally allocated interest charges are a component of total interest charges. 

P -- 
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(3) Net income for 2007 includes $20.2 million ofafter-tax debt extinguishment COLS, $149.4 million after-tax gain on the sale ofTECO Transpon and 5 16.3 

million after-tax in transaction costs. Net income for 2006 includes after-tax gains of$8.1 million on the sale of McAdens and S5.7 million on the sale oftwo 
steam rurbines. Net income for 2005 includes $46.1 million after-tax ofdebl extinguishment charges at TECO Energy parent (including a SI 9.8 million nonsash 
charge). 

2007 results for TECO Transpon are through Dec. 3,2007. 
The carrying value ofmineral rights as ofDec. 31,2007.2W6 and 2005 was $18.9 million, $20.6 million and $22.5 million, respectively. 
Revcnues for 2007,2006 and 2005 are exclusive of entities deconsolidated as a result of FIN 4hR and include only revenues for the consolidated Guatemalan 
entities. 
Included in other capital expenditures is a cash offset of$22.l million, related to the sale oftwo combustion turbines by TPS McAdams lo Tampa Elecmc. The 
corresponding capital expendimre is included in Tampa Electric's capital expenditures for 2006. 
Net income is comprised of earnings from unconsolidated affiliates less: depreciation, interest charges, taxes and other net expenses of $0.3 million. 
Total assets represent primarily equity and advances invested in unconsolidated affiliates. As of Dec. 31,2007, the equity and advances balance due TECO 
Energy totaled $413.5 million. 

Tampa Electric provides retail electric utility sewices to more than 668,000 customers in West Central Florida. PGS is engaged in the purchase and distribution 

(4) 
(5) 
(6) 

(7) 

(8) 
(9) 

ofnatuml gas for more than 334,000 residential, commercial. industrial and electric power generation cu~tomers in the slate of Flonda. 

TECO Coal, through its wholly-owned subsidiaries. owns mineral nghts and owns or operates surface and underground mines and coal processing and loading 
facilities in Kentucky, Tennessee and Virginia. TECO Coal acquired and began operating two synthetic fuel facilities in 20W, whose production qualifies for the non- 
cowentima1 fuels tax credit. In 2003. these synthetic fuel operations were transfemd into a newly formed LLC for the purpose of continuing growth in the production 
and sale of synthetic fuel. In April 2003, TECO Coal sold 49.5% interest in this entity, with another 40.5% being sold in 2004, and an additional 8% sold in 2005. 

TECO Transport, through its wholly-owned subsidiaries. transported, stored and transferred coal and other dry bulk commodities for third parties and Tampa 
Electric. TECO Trampon's subsidiaries operated on the Mississippi, Ohio and Illinois rivers, in the Gulf ofMexico and worldwide. TECO Transpon was sold on Dec. 
4,2007. 

TECO Guatemala includes the equity investments in the San Josh and Albarada power plants, the equity investment in DECA 11. and the TECO Guatemala 
parent company. 

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

15. Asset Retirement Obligations 

TECO Energy accounts for asset retirement obligations under FAS 143, "Accounting for Asset Retirement Obligations" (FAS 143) and FIN 47 AccotMingfor 
Conditional Assel Retirement Obligations . An asset retirement obligation (ARO) for B long-lived asset is recognized at fair value at inception ofthe obligation ifthere 
is a legal obligation under an existing or enacted law or statute, a witten or oral conmt,  or by legal constmction under the doctrine ofpromissory estoppel. Retirement 
obligations are recognized only ifthe lcgal obligation exists in connection with or a$ a result ofthe permanent retirement, abandonment or sale ofa long-lived asset. 

When the liability is initially recorded, the carrying amount of the related long-lived asset is correspondingly increased. Over time, the liability is accreted to its 
estimated future value. The corresponding amount capitalized at inception is depreciated over the remaining useful life of the asset. The liability must be revalued each 
period based on current maker prices. 
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TECO Energy has recognized assel retirement obligations for reclamation and site restontion obligations principally associated with coal mining, storage and 
transfer facilities. The majoriry of obligations arise from environmental remediatian and restoration activities for c o a l d a t e d  operations. Prior to the adoption of FAS 
143, TECO Coal accrued reclamation costs for such activities. For TECO Coal, the adoption of FAS 143 modified the valuation and accmal methods used to estimate 
the fair value of asset retiremeiit obli@tions 

For the years ended Oec. 31,2007,2006 and 2005, TECO Energy recognized $1.4 million, $1 .S million, and $1.6 million of accretion expense, respectively. 
associated with asset retirement obligalions in "Depreciation and amortization" on the Consolidated Statements of Income. 

Reconciliation of beginning end ending carrying amount of asset retirement obligations: 

m. 31, 
~lllllllons, 2UUl 2006 

Beginning balance $ 52.7 $ 42.2 
Additional liabilities 0.1 3.5 

Accretion expense I .4 I .5 
Revisions to estimated cash flows 

Liabilities setlled (7.0) (2.4) 

7.3 - 
Other" 

Ending balance 
0 6  0.6 

~ 

s 47.8 __ 16 52.7 
_. 

(I) Accretion expense reclassed as a deferred regulatory asset. 

During 2006, estimated cash flows used in detennining the recognized assel retirement obligations were adjusted by $7.3 inillion at Tampa Electric Company. 
The amount is relaled to the increased cost of removal of materials used for the generation and lranmission of power. There were no adjustments to estimated cash 
flows in 2007. 

As regulaled utilities, Tampa Electric and PGS must file depreciation and dismantlement sNdies periodically and receive approval from the FPSC before 
implementing new depreciation rates. Included in approved depreciation rates is either an implicit net salvage factor or a cost ofremoval factor, expressed as a 
percentage. The ne1 salvage factor is principally comprised of huo components--a salvage factor and a cost ofremoval or dismantlement factor. The company uses 
current cost of removal or dismantlement faclors as pan ofthe estimation method to approximale the amount of cost ofremoval in accumulated depreciation. 

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

16. Mergers, Acquisitions and Dispositions 

Sale of TECO Transport 

On Dec. 4,2007, TECO Diversified, Inc., a wholly-owed subsidiary of the company, sold ils enlire interest in TECO Tnnspon Corporation for cash to an 
unaffiliated investment group. The selling price was $405 million, subject to a working capital adjustment and resulted in a pretax gain of $221.3 million, which is net 
of transaction-related costs. In accordance with the provisions of SFAS 144. Accounting for the Impaimen1 01 Disposal qfLong-LivedA8s.rl.s (FAS 144), as a result of 
its significant continuing involvement with Tampa Electric Company related to the waterhme transportation of solid fuel, the recsuIts of TECO Transpon were reflected 
in continuing operations. 
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Sale of Properties 

During the year ended Dec. 31,2006, the company sold two lots adjacent lo the corporate office in downtown Tampa, Florida to third party real estate 
developen. The sales included total proceeds of $1 5.0 million and resulted in pretax gains of56.4 million. Included in each sale agreement was the ability to lease the 
properties uniil construction commenced and options to repurchase the properties after a certain period of time in the event the lots were not developed. As a result of 
this continuing involvement, the total gain was being deferred until such time as the continuing involvement terminates. During 2007, the option to repurchase one of 
the lots expired and constmction commenced. As a result, $0.4 million related to that sale was recognized in “Other income” an the Consolidated Statement of Income. 

Sale of Steam Turbines 

In July 2006, the company sold a steam lurbine generator located in Maricopa County, Anrona lo a third pany for a net after-tax gain of $2.6 million. In 
December 2006, the company sold a second steam Nrbine generator also located in Maricopa County, Arizona to a third party for a net afler-tan gain of $3. I million. 

Sale of TPS McAdams, LLC 

On Jun. 23, 2006, TPS McAdams, LLC, an indirect subsidiary of TECO Energy, was sold to Von Boyett Corporation for $1.2 million in cash. The assel3 of TPS 
McAdams, LLC had been impaired in 2004 to an estimate o f  salvage value, which included  allowance^ for potential future site reStOPdtion costs. In the first quaner of 
2006, TPS McAdams, LLC sold the combustion turbines at the site 10 Tampa Electric at the book value contemplated in the salvage estimate. The sale and transfer of 
TPS McAdams, LLC, including its remaining assets and any potential site cestordtion cmls at lerms better than contemplated in the salvage estimate, resulted in a pretax 
gain of $1 0.7 million ($8.1 million after-tax) being recognized in continuing operations. 

Sale of TECO Thermal 

In May 2006, the company sold the assets of TECO T h e ” ,  an indirect subsidiary of TECO Energy. to a third party Total proceeds on the sale were $8.1 
million and resulted in an afler-tax gain of $0.5 million. 

Dell Power Station 

On Aug. I6,2W5, an indirect subsidiary of TECO Energy completed the sale of substantially all of its assets, including the Dell Power Station, to Associated 
Electric Cooperative, Inc.. a Missouri elecmc cooperative, for $75 million. The sale resulted in a pretax gain of $23.2 million (514.9 million after-tax). TECO Energy 
retained certain other operating Iiabililies totaling 51 I .0 million pretax ($7.1 million afler-tax). T h e  net after-tax impact of $ 7 3  million is included in continuing 
operations. 

Union and Gila River Project Companies 

On Jan. 1,2005, the company completed the sale and transfer of ownenhip or its indirect subsidianes, Union Power Panners, L.P., Panda Gila River, L.P., 
Trans-Union Interstate Pipeline. L.P., and UPP Finance Co., LLC, owners of  the Union and Gila River power stations in Arkansas and Arizona, respectively 
(colleclively, the Projects) to an entity owned by the Projects’ lenden in the manner set fonh in the Projects’ confirmed Joint Plan o f  Reorganization. In connection with 
the transfer and the related release of liability, the company and its indirect subsidiaries paid an aggregate of 531.8 million, consisting af$30.0 million to the Project’s 
lenders as consideration for release of liability and $I .8 million as reimbursement of legal fees for Two nan-consenting lenders in the recently concluded Chapter I I 
proceeding. 
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BCH Mechanical, Inc. 

On Jan. 7,2005, an indirect subsidiary ofTECO Energy completed the disposal of its 100% interest in BCH Mechanical, Inc. (BCH) pursuant to a Stock 
Purchase Agreement dated as of&. 3 I .  2004.7he purchaser ofBCH was BCH Holdings, Inc., rnajoriry owned at that time by Dalyl W. Blume, who was a Vice 
President of BCH and one ofthe owners ofBCH when it was purchased by a subsidiary o f  TECO Energy in September 2000. Under the transaction, TECO Energy 
retained BCH's net working cdpifal determined as of Dec. 31, 2004, and certain other existing obligations. During the third quaner of 2005, terms ofthe sale were 
modified from a sale ofassets to a sale of stock. This modification resulted in an additional after-tax loss of $1.4 million on tan-reiated assets. The results of BCH are 
reflected in discontinued operations for all periods presented (see Note 20 ). 

Synthetic Fuel Facilities 

Effective Apr. I ,  2003, TECO Coal sold a 49.5% indirect interest in Pike Letcher Synfuel, LLC (PLS), which owns synthetic fuel production facilities located at 
TECO Coal's operations in eastem Kentucky. In May 2004, TECO Coal sold an additional 40.5% d i t s  membership interest in the synthetic fuel facilities and another 
8% in July 2005, under similar terms as the first transaction. On Dee. 29,2005, the agreements with the investors were amended to permit the curtailment of synthetic 
fuel production when oil prices are above certain thresholds and to allow the company the right, but not the obligation, to C W S ~  PLS to reduce or halt synthetic fuel 
production should estimates for cmde oil prices reach certain levels. This amendment also allowed for the release of $20 million of the $50 million restricted cash that 
had been held in escrow. Generally, revenue is recognized as the monthly installments are received. Because the purchase price for this sale, as well as the other sales of 
ounership interests, is related to the value of tax credits generated through December 2007, it was subject to a reduction to the extent the credit is limited due to the 
average domestic oil price for a particular year exceeding the benchmark designated for that year by the Depanmenl of Energy. In addition to retaining a 2% 
membership interest in the facilities, TECO Coal continued to supply the feedstock and operate the facilities through the expiration of the agreement on D e .  3 I, 2007. 

17. Goodwill and Other Intangible Assets 

SFAS 141, Ewine,ss Combindionr, requires all business combinations be accounted for using the purchase melhod of accounting. Under SFAS 142 Guudwiii 
~ ~ d O r h ~ ~ / " l ~ , ~ ~ ; b l ~ . 4 . ~ ~ ~ / ~  (FAS 142). gxdwil l  is not subject to amortization. Rather, goodwill and intangible assets, with an indefinite life, are subject to an annual 
asses~ment for impairment by applying a fair-value-based test. Intangible assets with a ineasurable useful life are required to be amortized. 

As required under FAS 142, TECO Energy reviews recorded goodwill and intangible assets at least annually during the fourth quarter, for each reponing unit. 
Reporting units are generally determined as one level below the operating segment level; reporting units with similar characteristics are grouped for the purpose of 
determining the impairment. icany, of goodwill and other intangible assets. The fair value fur the reponing units evaluated is generally determined using discounted 
cash flows appropriate for the business model of each significant g o u p  of assets within each reporting unit. The models incorporate assumptions relating to future 
results of operations that are based an a combination of historical experience, fundamental economic analysis. observable market activity and independent inarkel 
studies. Management periodically reviews and adjusts the assumptions, as necessary, to reflect cul~ent market conditions and observable activity. Ifa sale is expected in 
the near term or a similar transaction can be readily observed in the marketplace, then this infonnation is used by management to eslimate the fair value of the reponing 
unit. 

At Dec. 31,2007, the company has $59.4 million of goodwill on its balance sheet, which is reflected in the TECO Guatemala segment. In conducting its annual 
impainnent assessment. the company determined the fair value of the Guatemalan reponing unit supported the goodwill. The balance of goodwill arose from the 
purchase of multiple entities as a result afthe company's investment in its operations in Guatemala. 
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18. Asset Impairments 

The company accounts far asset impairments in accordance with FAS 144, which requires that long-lived assets be tested for recoverability whenever events or 
changes in  circumstance^ indicate that its carrying value may not be recoverable. If it is determined that the carrying value is not recoverable. an impairment charge is 
made and the value ofthe asset is reduced to the recoverable amount. When the impaired asset is disposed of, ifthe consideration received is in excess of the reduced 
carrying value, a gain would then be recorded. (See Note 16 ) In wcwdance with FAS 144, the company assesses whether there has been an impaiment of its long- 
lived assets and certain intangibles held and used by the company when such impairment indicators exist. No such indicators ofimpainnent existed as of Dec. 3 I ,  2007 
or2006. 

In the fourth quaner of2005, a prelan impairment charge of 53.2 million ($2.1 million after tar) was recognized related lo the company's investment in the 
McAdams power station. The reduction in fair value resulted from an updated strategic review ofthe potential salvage options (including asset retirement obligations as 
a result ofexiting the facility) following the decision to sell the combustion turbines and certain ancillary equipment 10 Tampa Electric. 

19. Variable Interest Entities 

TECO Energy accounts for variable interest entities (VIES) under FIN 46R, C~w"dalion q/Voriahle Inreresr Enl i l i e~  OII inlerpmafiun d A R B  No. 51 (FIN 
46R). 

The company fomred TCAE 10 own and C O ~ S ~ N C ~  the Alborada Power Station and the company fonned CGESJ tu o m  and construct the Sa" Jose Power 
Station. Both power stations are located in Guatemala and both projects obtained long-lenn power purchase agreements (PPA) with EEGSA, a distribution utility in 
Guatemala. The terms ofthe two separate PPAs include EEGSA's right to the full capacity of the plants for 15 years, U.S. dollarbased capacity payments, certain terms 
for providing fuel, and cettrain other tenns including the right to extend the Alborada and San Jose ~ontracts. Management believes that EEGSA is the primary 
beneficiary afthe variabls intemls in TCAE and CGESI due to the tenm of the PPAs. Accordingly, both entities were deconsolidated as of Jan. 1,2004. The TCAE 
deconsolidatian resulted in the initial removal of$25 million ofdebt and $15.1 million ofnet assets from TECO Energy's Consolidated Balance Sheet. The San JosC 
deconsolidation resulted in the initial removal of $65.5 million ofdcbt and $1 06.6 million of net assets from TECO Energy's Consolidated Balance Sheet. The results of 
operations for the two prqiects are classified as "Income from equity investments" on TECO Energy's Consolidated Statements o f  Income since the date of 
deconsolidation. TECO Energy's estimated maximum loss exposure is its equity investinen1 o f  approximately 51 RX.8 million in these entities. (See Note 14 for 
additional financial infomutian related to these projects). 

Pike Letcher S y f i e l ,  LLC was established as pan of the Apr. I ,  2003, sale of TECO Coal's synthetic fuel production facilities. While TECO Energy's 
maximum loss exposure in this entity was its investment ofapproximately $8.2 million, the company could have lost potential eamings and incurred losses related to 
the production costs for synthetic fuel, in the event that such production c ra ted  "on-conventional fuel tax credits in excess of TECO Energy's or the other buyers' 
capacity to generate sufficient taxable income to use such credits or fuel tan credits are reduced or eliminated due to high oil prices. Management believed that the 
company was the primary beneficiary ofthis VIE and continued to consolidate the entity under the guidance of FIN 46R through the expiration of synfuel production on 
Dec. 31,2007. 

In 1992, a subsidiary ofthe cormpany, Hardee Power Partners, Ltd. commenced constmction of the Hardee Power Station in central Flonda. HPP obtained dual 
20-year PPAs with Tampa Electric and another Florida utility company to provide peaking capacity. The company sold its interest in HPP to an ~ffi l iate of lnvenergy 
LLC and GTCR Golder Rauner LLC in 2003. Under FIN 46R, the coinpany is required to make an exhaustive effort to obtain sufficient information to determine if 
11PP is a VIE and which holder ofthe vanable interests is the primary beneficiary. The new owners of HPP a x  not willing to provide the information necessary to make 
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these determinations, have no obligation to do so and the information is not available publicly. As a result, the company is unable to determine if HPP is a VIE and if 
so, which variable interest holder, ifany, is the p~mmaly beneficialy. The maximum exposure for the company is the ability to purchase electricity under terms ofthe 
PPA with HPP at rate5 unfavorable to the wholesale market. 

20. Discontinued Operations and Assets Held for Sale 

Union and Gila River Project Companies (TPGC) 

Net income from discontinued operations in 2007 was $14.3 million, after-tax. reflecting a favorabie conclusion reached in the second quaner with taxing 
authorities for the 2005 disposition ofthe Union and Gila River merchant power plants, discussed below. 

On Jun. I, 2005, the company completed the previously announced sale and transfer of ownership of its indirect subsidiaries Union Power Parmers, L.P., Panda 
Gila River. L.P., Trans-Union intentate Pipeline, L.P., and UPP Finance Co., LLC, owners ofthe Union and Gila River power stations in Arkansas and Arizona, 
respectively (collectively, the Projects) to an entity owned by the Projects' lenders in the manner set fonh in the Projects' confirmed Joint Plan ofReorganiration. In 
connection with the transfer and the related release of liability, the company and its indirect subsidiaries paid an aggregate of$3 I .8 million, consisting of $30.0 million 
to the Project's lenders as consideration for the release of liability and $1.8 million as reimbursement of legal fees for hvo non-consenting lenden in the Chapter I I 
proceeding. AS a result of the transaction, the company recorded a "on-cash, pretax gain of $1 17.7 million ($76.5 million after tax), which is reflected in discontinued 
operations. Through the May 3 I ,  2005 effective date ofthe transfer to the lending group, the net equity of the Fmjects was reduced by accumulated unfunded operating 
losses priinady related to unpaid accmed interest expense on the Projects. As a result of the recognition ofthese subsequent losses, the hook value ofthe assets was less 
than the book value ofnon-recourse project financing at the effective date of the sale and transfer to the lending group. Accordingly, the gain on the disposition 
represents the transfer o f  equity in the projects and the related "on-recoune debt and other liabilities in excess ofthe asset value ofthe projects. 

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

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

"1i""A) 
~obrlhryrorsmndedDec. 31, 

RWenUff 
Loss from opentions 
Gain on a l e  before t l x  
Income (loss) before provision for income taxes 
(Benefit) provision for income exes 
Net income fiom discontinued operations 

Inrerest Fzpepense 

6007 2006 2uu5 
s -  s -  $ 109.1 

__ - 117.7 
- - 90.0 

(14.3) - 24.9 
$ 65.1 

- - (23.0) 

- $ 14.3 $ - - 
in accordance with the Statement of Position 90-7, Financial Reponing by Entities in Reorganization Under the Bankruptcy Code (SOP 90-7), and the provisions 

ofthe U.S. bankruptcy code and the Joint Plan, interest expense on the Project entities' non-recoune debt subsequent to the bankruptcy filing was not to he paid and 
was therefore not recorded. Had the bankruptcy praceeding not occurred, the Project entities would have recorded additional pretax interest expense of $44.3 Inillion 
during2005, which would have been reponed in income (loss) from discontinued operations. 
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Other transactions 

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

The following table provides selected components of discontinued operations for t ran~act ion~ other than the Union and Gila River projects transactions: 

Components of income from discontinued o p e n t i o n s 4 h e r  

(nillionsJ 
ForUe~,rwsmd<dDer.  31. 2007 2006 2005 

RWenWS s -  $ 0.8 S 10.6 
- -  

- Income (loss) from operations I .5 (0.3) 
(Loss) gain on Sale - 0.8 
Income (loss) before provision for income taxes 2.3 (1.8) 
Provision (benefit) for income tlxes - 0.4 9) 

$ 1 . 9  $(1 .6 )  Net income (loss) from discontinued operations 

- 

- -  - -  $ -  

21. Derivatives and Hedging 

From time to time, TECO Energy and its affiliates enter into futures, forwards, swaps and option contracts for the following pulposes: 

To limit the exposure IO price fluctuations for physical purchases and sales of natural gas in the course ofnormal operations at Tampa Electric and 
PGS; 

To limit the exposure 10 interest rate fluctuations on debt Securities at TECO Energy and its affiliates: 

To limit the exposure to price fluctuations for physical purchases of fuel at TECO Coal; and 

To limit the exposure to synthetic fuel tar credits from TECO Coal’s synthetic fuel produced as a result ofchanges to the reference price of 
domestically produced oil. 

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

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

The company applies the provisions of SFAS 133, Accounting for DrrivaIivr Insrrumerrrs orid Hedging Activitir8, as amended by SFAS 138, Accr.urmting,J& 
Certain Derivalive I~.srrummrs andCerloin Hedzing Acriviry and SFAS 149, Amendmenr on Slolrmenr 133 on Derivative Instruments and Hedging A ~ r i v i r i a  . These 
standards require companies 10 recognize derivatives as either assets or liabilities in the financial statements, to measure those instruments at fair value, and to reflect 
the changes in the fair value of those instmments as either components o f  OCI or in net income, depending on the designation of those instmments. The changes in fair 
value that are recorded in OCI are not immediately recognized in cul~ent net income. As the underlying hedged mansaction matures or the physical commodity is 
delivered, the deferred gain or loss on the related hedging instmment must be reclassified from OCI to eamings based on its value at the time of the insmments’ 
settlement. For effective hedge transactians. the amount reclassified from OCI 10 eamings is offset in net income by the amount paid or received on the underlying 
physical transaction. 
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At Dec. 31, 2007 and 2006, respectively, TECO Energy and its afkiliates had derivative assets (current and "on-current) totaling $2.2 million and $7.2 million. 
es (current and nom-current) totaling $26.1 million and 574.0 million. At Dec. 3 I ,  2007, $8.2 million of liabilities are related to interest rate swaps. The 

remaining 62.2 million ofassets and $17.9 million in liabilities are related 
oil options. The remaining 50.2 million ofassets and $74.0 million of liab 

natural gas swaps. AI Dec. 31, 2006. $7.0 million in derivative assets were related to crude 
es were related to natural gas swaps. 

At Dec. 31,2007 and 2006, accumulated other comprehensive income (AOCI) included an after-tax 66.2 million unrealized loss and an after-tax $0.1 million 
unrealized loss, respectively. representing the fair value o f  cash flow hedges whose underlying transactions will occur within the next I2 months. Amounts recorded in 
AOCI reflect the estimated fair value based on market prices as of the balance sheet date, of interest rate derivative instmments designated as hedges. These amounts 
are expected to fluctuate with movemmts in market prices and may or may not be realized as a loss upon future reclassification from 0 C l t 0  eamings. The company 
does not currently have any cash flow hedges for transactions forecasted 10 take place in periods subsequent to 2010. 

For the yearn ended Dec. 3 I ,  2007,2006 and 2005, TECO Energy and its affiliates reclassified amounts from OCI and recognized net pretax gains ofS6.5 
million. $0.5 million and $5.7 million, respectively. (See Note IO ) Amounts reclassified from OCI were primarily related to cash flow hedges for physical purchases 
offuel oil at TECO Transpon and TECO Coal. For these types of hedge relationships, the gain on the derivative at settlement is reclassified from OCI to eamings, 
which is offset by the increased cost of spot purchases for fuel oil. 

As a result ofapplying the provisions of FAS 71 in accordance with the FPSC, the changes in  V ~ U C  ofnatural gas daivatives ofTampa Electric and PGS are 
recorded as regulatory assets or liabilities to reflect the impact of the fuel recovery clause on the risks of hedging activities. (See Note 3 )Based on the fair value of 
cash flow hedges at Dec. 3 I, 2007, net prerax losses of $1 7.3 million are expected to he reclassified from regulatory assels or liabilities to the Consolidated Statement of 
Income within the nexl twelve months. 

At Dec. 3 I, 2007, TECO Energy had a "Crude oil options receivable, net'' asset totaling $78.5 million for transactions that were not designated as either B cash 
flow or fair value hedge. This halance includes the full settlement value of the crude oil options of$l20.8 million, offset by the 542.3 million of margin call collateral 
collected. These derivatives were marked-to-market with fair value gains and losses recognized in "Other income" on the Consolidated Statements o f  Income. For the 
years ended Dec. 3 I ,  2007.2006 and 2005, the company recognized gains on marked-to-market derivatives of682.7 million, $2.9 million and $0.5 million, 
respectively. The increase in the gain from 2006 to 2007 is reflective of the increase in oil prices and the total volume of barrels hedged, 2.8 million barrels in 2006 
commred to 25.1 million barrels in 2007. 

22. TECO Finance. Inc. 

TECO Finance is a wholly awned suhsidialy ofTECO Energy. Inc. TECO Finance's sole purpose is Io raise capital for TECO Energy's diversified businesses. 
TECO Energy is a full and unconditional guarantor of TECO Finance's securities. (See Note 7 ) 
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TECO FINANCE, INC. 

Condensed Balance Sheets 

{i" n;ui*nr, 

Assets 
Current Assets 
Cash 
Advances-intercanpany 

Non-current Assets 
Defend tax asset 
Unamonized debt expense 

Total Assets 
Liibilities and Capital 
Current Liabilities 
Interest payable 
Advances paydble-inte~~olllpany 
Non-current Liabilities 
Long-term debt 

Capital 
Common smk and paid in capifal 
Retained deficit 

Total Liabilities and Capital 

Total Current Assets 

Total NonCurrent Assets 

Total Liabilities 

Total Capital 

TECO FINANCE, INC. 

Condensed Stntements of Operations 

lh niuionri 
Furlhr)~earr endedmc. JI. 

Revenues 
Other Income 
Inters1 Expense 
Loss before benefit from income taxes 
Benefit (provision for) from income taxer 
Net loss 

59 

De<. J I ,  
2007 

$ 0.2 
737.6 
737.8 

1.8 
29.0 
30.8 

$ 768.6 

16 1.8 
~ 

900.5 
$ 902.3 

0. I 
(133.8) 

s 768.6 
(133.7) 

2007 

$ -  

2.2 
(2.2) 

Dec. 31, 
2006 

$ 0.1 

0.1 
- 

0.9 

0.9 
5 1 .o 

- 

s -  
133.4 

~ 

$ 133.4 

0.1 
(132.5) 
(132.4) 

s I .o 

2006 200s 

% -  s -  

- - 
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T E C O  FINANCE, INC. 

Condensed Statements of Cash Flows 

(in million.", 
Po'ortheyrnrr mdEdlk-c. 31, 

Cash Flows from Operating Activities 
2007 - 

Net loss $ (1.4) 
Adjustments to reconcile net loss to net cash f" operating activities: 

(0.8) 
Interest payable 1.8 
Other assets (17) 

a) 

Defelred taxes 

Cash Flows used in Operating Activities 
Cash Flows from Financine Activities - 

Advances 

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

Cash Flaws provided by Financing Activities 
2.2 
2.2 
0.1 
- 

n ,  - 
$ 0.2 - 0.1 0. I 

s 0.1 s 0.1 

23. Subsequent Events 

Tar-Exempl Auction Rate Bonds 

On Feb. 19 and Feb. 26,2008 two series of tax-exempt auction-rate bonds totaling $105.8 million issued Tar the benefit of Tampa Electric Company by the 
Hillsborough County Industrial Development Authoricy (HCIDA) experienced failed auctions and, in accordance with the terms of the bond indentures, the seven day 
interest rate on these Series reset to 14%. Auctions on Feb. I9  for Tampa Electric's three other series of tax-exempt auction-rate bonds with interest periods of 7 and 35 
days totaling $181 .O million settled at interest rates of IO% to 12%. Thhe interest rates set in the Feb. I 9  auction of I I %  and 12% on the Polk County Industrial 
Development Authority (PCIDA) Series 2007 and H C D A  Ser% 2007C, respectively. are in effect until Mar. 26. On Feb. 26, the auction for the HCIDA Series 2006 
settled a1 an interest rale of 7.55% far the succeeding ?-day interest period. On Feb. 25 Tampa Electric Company notified the Ituslee for the tax-exempt bonds issued for 
the benefit ofthe company by the HCIDA and PCIDA that the company has elected IO purchase in lieu ofredemption the $75 million PCIDA Solid Waste Disposal 
Revenue Refunding Bonds (Tampa Electric Company Project) Series 2007, and the $125.8 million HCIDA Pollution Control Revenue Refunding Bonds (Tampa 
Electric Project) Series 2007 A, B and C, on Mar. 26,2008. which is an interest paymolt date. Thhe company does not intend to extinguish or cancel the bonds upon 
such purchase. 

With respect to the company's remaining tax-exempt auction rate bonds, the $86.0 million HCIDA Pollution Conbol Revenue Refunding Bonds (Tampa Electric 
Company Project), Series 2Wh. the company plans lo convert such bonds on or after Mar. 19.2008 to a fired-rate mode pursuant to the terns orthe Loan and Trust 
Agreement governing lhose bonds, which allows f a  their convmion from an auction rate mode to other interest rate modes. 

Because the auction rates reset every 7 days for $191.8 million ofthese bonds, and every 35 days for $95.0 million, management d e t m i n e d  that it would not be 
reasonable or practical to remeasure the fair value as of the date o f  this repon, but that the values could be different than the amount included in the fair value disclosure 
in Note7 
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Working Capital Settlement-TECO Transport Sale 

On Feb. 19,2008, TECO Energy, through a wholly-owed subsidiary, paid $3.7 million to adjust the working capital estimated at Dec. 31,2007 related to the 
sale ofTECO Transpon Corporation to an unaffiliated investment group (see Note 16 ). 

24. Quarterly Data (unaudited) 

Financial d a b  by quarter is as follows: 

(ndlioni. ~ x ~ e p t p w  rhore nnonnts) 
Q Y O " ~  ended 

2007 
RWC""CS 

Income from operations 
Net income 

Net income from continuing operations 
Net income 

EPS from continuing operations 
EPS 

EPS from continuing operations 
EPS 

Eamings per share ( E P S w a s i c  

Eamings per share (EPS)--diluted 

Dividends paid per common share 
Stock price per common share" 

High 
LOW 
Close 

pm..ne, ended 

2006 
Revenues 
hcome from operations 
Net income 

Net income from continuing operations 
Net income 

EPS from continuing operations 
EPS 

EPS f" continuing Dperations 
EPS 

Eamings per share (EPS-asie 

Eamings per share (EPS+iiluted 

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

High 
LOW 
Close 

Uec. 31 ' I  

$ 858.3 
$ 328.8 

$ 173.9 
16 173.9 

$ 0.83 
3 0.83 

$ 0.83 
16 0.83 
$ 0.195 

$ 17.91 
$ 15.58 
$ 17.21 

UK. 31 

$ 826.2 
16 78.4 

$ 48.4 
$ 48.9 

$ 0.23 
$ 0.23 

$ 0.23 
$ 0.19 

S 0.23 

$ 17.50 
$ 15.57 
$ 17.23 

M 

$ 990.0 
$ 141.7 

16 92.8 
$ 92.8 

$ 0.44 
$ 0.44 

$ 0.44 
16 0.44 
$ 0.195 

$ 17.71 
$ 14.84 
$ 16.43 

M 

$ 922.9 
$ 135.3 

$ 79.7 
$ 79.7 

$ 0.3x 
$ 0.38 

$ 0.38 
6 0.38 
$ n.19 

$ 16.20 
$ 14.86 
$ 15.65 

J w .  30 

$ 866.5 
$ 87.1 

$ 59.4 
$ 73.7 

$ 0.28 
s 0.35 

s 0.28 
$ 0.35 
$ 0.195 

$ 18.58 
$ 16.40 
$ 17.18 

J u r  30 

$ 862.6 
$ 118.3 

$ 61.1 
$ 62.5 

0.29 
$ 0.30 

$ 0.29 
$ 0.30 
$ 0.19 

$ 16.75 

$ 14.94 
$ 14.40 

Mor. 31 

$ 821.3 
$ 78.4 

$ 72.8 
$ 72.8 

- 

$ 0.35 
$ 0.35 

$ 0.35 
16 0.35 
$ 0.19 

$ 17.49 
$ 16.22 
$ 17.21 

Ma,. 31 

$ 836.4 
$ 86.2 

16 55.2 
$ 55.2 

$ 0.27 
$ 0.27 

s 0.26 
$ 0.26 
$ 0.19 

$ 17.73 
$ 15.97 
$ 16.12 

( I )  
(2) 

Trading prices for common shares 
Founh quaner 2007 results include debt ertinguishmenl charges and TECO Transport recsults through Dec. 3,2007. See Note 16 for infomation regarding the 
sale ofTECO Transport. 
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I on 
I 02 

All other financial statement schedules have been omitted since they are not required, are inapplicable or the required information i s  presented in the financial 
statements or notes thereto. 
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TAMPA ELECTRIC COMPANY 

MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

Our management is responsible for establishing and maintaining adequate intemal control over financial reporting, 8s such term is defined in Rule I3a-l5(f) of 
the Securities Exchange Act of 1934, as amended. We conducted an evaluation ofthe effectiveness ofTampa Electric Company's intemal control over financial 
reponing BE of December 3 I, 2007 based on the framework in inlemal ConmClntegrated Framework issued by the Committee of Sponsoring Organimions of the 
Treadway Commission. Based on our evaluation under this framework, our management concluded that Tampa Electric Company's intemal control over financial 
reponing was effective as of ~ecember 3 I ,  2007. 

Report of Independent Registered Certified Public Accounting Firm 

To the Board of Directors and Shareholders of Tampa Electric Company: 

In our opinion, the consolidated financial statements listed in the accompanying index present fairly, in dl matendl respects, the financial position of Tampa 
Electric Company and its subsidiaries st December 31,2007 and 2006. and the remits of their aperdtions and their cash flows for each of the three years in the period 
ended December 31,2007 in confnmity with accounting pnnciples generally accepted in the United States a f  America. In addition, in our opinion, the financial 
statement schedule listed in the accompanying index presents fairly, in all material respects, the information set forth therein when read in conjunction with the related 
consolidated financial statements. These financial statements and financial statement schedule are the responsibility of the Company's management. Our responsibility 
is to express an opinion on these financial Statements and financial statement schedule based on our audits. We conducted our audits of these statements in accordance 
with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial Statements are free of inaterial misstatement. An audit includes examining, on a test basis, evidence supponing the amounts and 
disclosures in the financial statements, assessing the accounting pnnciples used and significant estimates made by management, and evaluating the overall financial 
statement presentation. We believe that our audits provide a reasonable basis far our opinion. 

As discussed in Note 4 to the financial statements, the Company changed its method of evaluating its uncertain tax positions as ofJanualy I, 2007. Also, as 
discussed in Note 5 to the financial statements, the Company changed its method ofaccounting for its defined benefit pension and other post-retirement plans as o f  
December3i,znn6. 

/s i  PricewaterhouseCoopers LLP 

Tampa, Florida 
Februaly 27,2008 
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Consolidated Balance Sheets 

’4sse,s 
,ni1tims, Der. * I ,  

Property, plant and equipment 
Utility pliinf in service 

E l s tnc  

Gas 
Constluction work in progress 
Pmperty, plant and equipment, at original Costs 
Accumulated depreciation 

Other property 
Total property, plant and equipment (net) 

current .$Sets 
Cash and cash equivalents 
Receivdbles, less allowance for uncollectibles of$] .4 and $1.2 at Dec. 31,2007 and 2006, respectively 

Inventories, at average ML 
Fuel 
Materials and supplies 

Current regulatory assets 
C u m t  derivative assets 
Taxes receivable 
Prepayments and other c u m 1  assets 

Total CUrrent assets 
Deferred debits 

Unamortized debt expense 
LOng-tem1 regulatory assets 
Long-temi derivative assets 
other 

Total deferred debits 
Total assob 

2007 

$ 5,262.0 

917.4 
363.6 

6,543.0 
(1,808.6) 

4,734.4 

4,738.9 

- 

4.5 - 

11.9 

238.8 

66.2 
58.0 
67.4 

0.3 
2.9 

11.6 
457.1 

22.9 
186.8 

I .9 
11.1 

223.3 
$ 5,419.3 

- 
__ 
- 

2006 

16 5,026.8 

877.7 
318.9 

6,223.4 

4,462.9 
4.4 

4,467.3 

5.1 

234.9 

63.7 
51.3 

255.7 
0.1 

15.0 
11.2 

- 
(1,760.5) 

- 

- 
637.0 

20.8 

- 

231.3 
0.1 
8.6 

260.8 
- 
- 

The accompanying notes are an integral part of the consolidated financial statements. 
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TAMPA ELECTRIC COMPANY 

Consolidated Balance Sheets (continued) 

Liobil ihs m d  Capiml 
(miilionsl DIP. 31, 

Capital 
Common stock 
Accumulated other comprehensive loss 
Retained eamings 

Tootal capital 

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

Current liabilities 
Long-term debt due within one year 
Notes payable 
Accounts payable 
Customer deposits 
Current regulatory liabilities 
Current derivative liabilities 
Current defemd income taxes 
Interest accrued 
Taxes accrued 
Other 

Deferred credits 
Total current liabilities 

Nonsurrent deferred income 
Investment tax credits 
Long-term derivative liabilities 
Long-term regulatory liabilities 
Other 

Total deferred credits 
TOW liabilities and capital 

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

65 

2007 

$ 1,510.4 
(5.01 

295.6 
1,801.C 
1,844.8 
3,645.8 

5.7 
25.0 

237.0 
138.1 
35.4 
26.0 

0.3 
23.5 
16.8 
11.3 

519.7 

407.5 
12.0 
0.1 

582.7 
251.5 

1,253.8 
16 5,419.3 

- 

- 
- 

- 

2006 

$ 1,428.6 

284.9 
1,713.5 
1,601.4 
3,314.9 

156.1 
48.0 

222.8 
129.5 
46.7 
70.3 
50.4 
26.6 
19.4 
11.2 

781.0 

390.5 
14.6 
3.7 

555.3 
305.1 

1,269.2 
$ 5,365.1 
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TAMPA ELECTRIC COMPANY 

Consolidated Statements oflnrome and Comprehensive Income 

(#,illi"">, 
Por,hcye#rx mded&r 31, 
Revenues 

Electric (includes franchise fees and gooss receipts taxes of $87.4 in 2007, $81.4 in 2006, and $70.6 million in 

Gas (includes franchise fees and gross receipts taxes of $23.8 in 2007, $22.8 in 2006, and $16.6 million in 
2005) 

20(15) 
Total re"en"eS 

Expenses 
Operations 

Fuel 
Purchased power 
Cost of natml  gas sold 
Other 

Maintenance 
Depreciation and amorlication 
Taxes, federal and state 
Taxes, other than income 

Total expenses 
Income from operations 
Other income 

Allowance for other funds used during constnmion 
Other income, net 

Total other income 

Interest on long-term debt 
Other interest 
Allowance for borrowed funds used during construction 

Interest charges 

Total interest charges 
Net income 
Other comprehensive loss, net oftax 

Net unrealized losses on cash flow hedges 
Other comprehensive loss, net of tlx 

Comprehensive Income 

2007 

5 2,188.4 

599.1 
2,787.5 
- 

947.9 
271.9 
389.9 
279.8 
113.9 
218.7 
99.8 

174.6 - 
2,496.5 

291.0 

4.5 
10.5 
15.0 

118.3 
12.6 

129.2 
176.8 

- 
__ 

(1.7) 
- 

(5.0) 
(5.0) 

$ 171.8 

$ 2,084.9 

577.0 
2,661.9 

906.8 
221.3 
365.3 
293.5 
111.8 
222.8 
96.8 

172.4 
2.390.7 

271.2 

2.7 
14.3 
17.0 

106.7 
17.0 

122.6 
165.6 

( 1 . 1 )  

- 
- 

$ 165.6 

ZOOS 

$ 1,746.2 

549.5 
2,295 7 

546.8 
269.7 
350.2 
269.7 

91.8 
222.1 
107.8 
153.6: 

2,011.9 
283.8 

6.3 
6.3 

98.3 
15.1 

113.4 
176.7 

~ 

- 
- 

16 176.7 

The accompanying notes are an integral pan of the consolidated condensed financial statements 
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TAMPA ELECTRIC COMPANY 

Consolidated Stntemenb of Cash Flows 

(millions, 
Po, lhrplrm m d d  Dee 31, 

Cash flows from operating activities 
Net income 
Adjustments to reconcile net income lo net cash from Operating ectivities: 

Depreciation 
Defaed income taxes 
Investment tax credits, net 
Allowance for funds used during construction 
Gain on sale of businesslassets, pretax 
DeferreJ recovery clause 
Receivables, less allowance for uncallectibles 
lnventnies 
Prepayments 
Tares aceNed 
Interest accrued 
ACCDU~CS payable 
Other 

Cilsh flows from operating activities 
Cash llaws from investing activities 

Capital expenditures 
Allowance for funds used dunng construction 
Net proceeds fran sale of assets 
Purchase ofa business 

Cash flows used in investing activities 
Cash flows from financing activities 

Common stock 
Proceeds from long-term debt 
Repayment oflong-tem debt 
Ne1 decrease in short-term debt 
Dividends 

Net increase in cash and cash equivalents 
Cash and cash equivalents s t  beginning of period 
Cash and cash equivalents at end of period 

Supplemental disclosure of rash flow information 
Cash paid duling the year for: 
Interest 
Income tares 

Cash flows used in financing activities 

The accompanying notes 

2007 

$ 1768 

218.7 
(45.6) 

(2.5) 

(0.4) 
14.5) 

123.7 
(3.9) 
(9.2) 
(0.3) 

(3.1) 
9.5 

(20.1) 
5.9 

445.0 

(423.0) 
4.5 
0.4 
- 

(418) 

81.8 
444. I 

(356.9) 
(23.0) 

(166.1) 
(20.1) 

6.8 
5.1 

16 11.9 - 
$ 123.3 
$ 135.0 

are an integral part of the consolidated financial statements. 
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1006 

16 165.6 

222.8 
(23.2) 

53.4 
0.6 

(1.3) 
(3.3) 
24.5 

1.2 
(9.1) 
29.8 

455.8 

(420.4) 
2.7 

(1.4) 
(419.1) 

51.8 
327.5 
(91.9) 

(167.0) 
(169.4) 

(49.0) 
(12.3) 
17.4 

$ 5.1 

$ 106.9 
$ 1W.I 

zoos 

S 1767 

222 I 
72 2 
(2 6) 
- 
- 

(154.3) 
(32.4) 
(32.0) 

3.0 
0.1 
0.3 

67.5 
15.1 

335.7 

(246.0) 
~ 

5.3 
- 

(240.7) 

- 
- 
(5.5) 

(173.4) 
100.0 

(78.9) 
16.1 

I .3 
$ 17.4 

$ 1007 
S 30.3 
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TAMPA ELECTRIC COMPANY 

Consolidated Statements of Retained Earnings 

(",illi""d 
For theycnrs SndrdDec 31, 
Bdaace, bcginRing of year 0 284.9 $ 2883 $ 285.4 

176.8 165.6 176.7 Add: Net income 
461.7 454.3 462.1 

Deduct: Cash dividends on capital stock 

2007 2006 200s --- 
--- 

CO"0" 

Balance, end of year 
166 I 1694 173.4 

$ 2956 16 2849 5 2887 
--- --- 

25 million shares authorized 
2W7 
2006 

Preferred stork-$100 par value 
I .5 million shares authorized, none outstanding. 
Preferred stock-no par 
2.5 million shares authorized. none outstanding. 
Preference stock-no par 
2.5 million s h a m  authorized, none outstanding. 

(1)  

(2) Not meaningful. 

Quarterly dividends paid on Feb. 28, May 28, Aug. 28 and No". 28 during 2007 
Quanerly dividends paid on Feb. 15. May 15, Aug. I5 and NO". I5 during 2006 

NIA 10 $ 1,510.4 $ 166.1 
NIA I O  $ 1.428.6 $ 169.4 

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

Consolidated Statements of Capitalization (continued) 

Long-Twm D& 

~m~l l ions)  De<. 31, D Y I  2007 2006 

Tampa Electric Installment conrmcts payable:"' 
5.1 % Refunding bonds (effective rate of 5.70%) 2013 16 60.7 16 60.7 

4.4% Variable rate for 2007'2*6' (effective rate of 4.60%) and fixed rate 4.0% 
for 2006"' 2018 54.2 54.2 

4.6% Variable rate far 2007""' (effective rate of4.81%) and fined rate 

5 .5% Refunding b d s  (effective rate of 6.27%) 2023 86.4 86.4 

4.7% Variable rate for 2007'"" (effective rate of4.72%) and fined rate 4.0% 
f o r z n w  2025 51.6 51.6 

4.25% f0r2006"~ 2020 20.0 2n.n 

5.3% Variable rate for 2007""' (effective rate of 5.52%) and fixed rate 
5.85% for2006 2030 75.0 I5  0 

4.6% Variable rate for 2001.!"'1 (effective rate of 5.30%) and 3.89"% for 2wh 2034 86.0 86.0 
Notes: 5.375% 2007 - 125.0 

6.875% (effective rate of 6.98%)"' 2012 210.0 210.0 
6.375% (effective rate of7.35%)"' 2012 330.0 330.0 
6.25% (effective rate of 6.3%)"' 2014-2016 250.0 250.0 
6.55% (effective rate of 6.6%y 2036 250.0 250.0 

Peoples Gas System 

h. l5%(effct ive rateof 6.6%y 

Senior Notes:""" 
10.35% 

10.30% 
9.93% 
8.00% 

Notes: 5.375% 
6.875% (effective rate of6.98%)" 
6.375% (effective rate of 7.35%)" 
6.1 5% (effective rate of 6 ,28%P 

10.33% 

Unamortized debt premium (discount), net 

Less amount due within one year 
Total long-term debt 

2037 190.0 - 
1,663.9 1,598.9 

2007 
2008 

2008-2009 

2008-2012 

2012 
2012 

znnn-2010 

2007 

I .a 
I .o 2.0 
2.8 3.8 

14.9 17.0 
- 25.0 

- 

3.0 4.0 

40.0 40.0 
70.0 70.0 

2037 60.0 - 
191.7 162.8 

1.855.6 1.761.7 
(5.1) (4.2) 

1.850.5 1.757.5 
5.7 156.1 

$ 1,844.8 16 1,601.4 - 
(1) Tax-exempt securities. 
(2) Composite year-end interest rate. 
(3) 

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

The interest rate on these bonds was fined for a five-year term on Aug. 5,2002: upon expiration ofthat term the bonds were issued in an auction rate mode. 

These Securities are subject to redemption in whole or in part, at any time, at the option of the company 
There long-tenn debt agreements contain various restrictive financial covenants. 
The notes pay interest 81 an auction rate since refinancing in 2007. 
The notes pay interest at an auction rate since refinancing in 2006. 
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TAMPA ELECTRIC COMPANY 

Consolidated Statements of Capitalization (continued) 

At Dec. 3 I ,  2007, total long-term debt had a carrying amount of $1,855.6 million and an estimated fair market value of$] ,932.1 million. At Dec. 31.2006, total 
long-term debt had a carrying amount of $1.761.7 million and an estimated fair make1 value of $ I  ,833.2 million. The estimated fair market value of long-term debt was 
based on quoted market prices for Ihe same or similar issues, on the current rates offered for debt ofthe =me remaining maturities, or for long-term debt issues with 
variable rates that approximate market rates, at cartying amounts. The carrying amounl of long-term debt due within one year approximated fair market value because 
of the short maturity o f  t h e ~ c  instmments. 

A substantial part of the tangible assets ofTampa Electric is pledged as collateral for the fin1 mongage bonds issued under Tampa Elecmc's first mortgage bond 
indenNxs. There are currently no bonds outstanding under Tampa Electric's fir* mortgage bond indenture, and Tampa Electric could cause the lien associated with 
this iodenrure to be ieleased at any time. Maturities and annual sinking fund requirements of lon~-tem? debt for the yean 2008 lhroueh 2012 and thereafter are as 
follows: 

Long-Term Debt Maturities 

. 
Um 31,2007 LO"y-,e,,H 
,Millio"3J 200.8 2OOY 2010 2011 - 2012 Tkmaper deb, 

Tamna Electric - - - - 540.0 1,123.9 1,663.9 
Peoples Gas 
Total long-term debt maturities 

5.7 5.5 3.7 3.4 113.4 60.0 191.7 
$ 5.7 $ 5.5 $ 3.1 $ 1,183.9 $ 3.4 $ 653.4 1,855.h - 

The accompanying notes are an i n t e p l  pan of the consolidated financial statements. 
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TAMPA ELECTRIC COMPANY 

Notes to Consolidated Financial Statements 

1. Significant Accounting Policies 

The significant accounting policies are as follows: 

Basis of Accounting 

Tampa Electric Company maintains its accounts in accordance with recognized policies prescribed or pennitted by the Florida Public Service Commission 
(FPSC) and the Federal Energy Regulatory Commission (FERC). These policies conform with generally accepted accounting principles in all material respects. 

The impact of Statement of Financial Accounting Standard (FAS) No. 7 I ,  Accuunlingfor the Effercrs qf Certain %pa ofReguioliw, has been minimal in the 
company's experience. but when EOSI recovery is ordered over a period longer than a fiscal year, costs are recopized in the period that the regulatory agency recognizes 
them in accordance with FAS 71. 

The company's retail and wholesale businesses arc regulated by the FPSC and related FERC, respectively. Prices allowed by both agencies are generally based 
on recovery of prudent costs incumd plus a reasonable retum on invested capital. 

Principles of Consolidation 

Tampa Electric Company is a whoily-owned subsidiar). d T E C O  Energy, Inc. and is comprised ofthe Electric division, generally referred to as Tampa Electric, 
and the Natural Gas division, generally referred 10 as Peoples Gas System (PGS). All significant intercompany balances and intercompany transactions have been 
eliminated in consolidation. 

The UEC of estimates i s  inherent in the preparation of financial statements in accordance with generally accepted accounting principles (GAAP). Actual re.csuIts 
could differ from these estimates. 

Planned Major Maintenance 

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

Depreciation 

Tampa Electric computes depreciation expense by applying composite, straight-line rates (approved by the state regulatory agency) to the investment in 
depreciable properly. Total depreciation expense for the yean ended Dec. 31,2007,2006 and 2005 was $2 15.5 million, $21 7.4 million and 162 15.0 million, respectively. 
There were no piant acquisition adjustments in 2007 or 2006, however acquisition adjustments of 1610.0 million occurred in 2005. The provision for total regulated 
utility plant in service, enprmsed as a percentage of the original cost ofdepreciable property, was 3.7% for 2007,3.9% for 2006 and 4.0% for 2005 as approved by the 
FPSC. Cunstmctim work-in progress i s  not depreciated until the asset is completed or piaced in service. 

Allowance for Funds Used During Construction (AFUDC) 

AFUDC is a non-cash credit to income with a comsponding charge lo utility plant which represents the cost ofbormwed funds and a reasonable m u m  on other 
funds used for consttuction. AFUDC is recorded in years when the capital expenditures on eligible projects exceed approximately 1636 million. The base on which 
AFUDC is calculated excludes construction work-in-progress which has been included in rate base. The rate used to calculate AFUDC is revised periodically IO reflect 
significant changes in Tampa Elecmc's f-1 ofcapitai. The rate was 7.79% for 2007 and 2006. No projects qualified for AFUDC in 2005, while total AFUDC for 2007 
and 2006 was Sf.2 million and $ 3.8 million, respectively. 
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Deferred Income Tares 

Tampa Electric Company utilizes the liabiliry method in the measurement ofdeferred income taxes. Under the liability method, the temporary differences 
between the finmcial statement and tax bases ofassets and liabilities are reported as deferred taxes measured at current tax rates. Tampa Electric and PGS are regulated, 
and their books and records reflect approved regulatory treatment, including certain adjustments to accumulated deferred income taxes and the establishment of a 
corresponding regulatory tax liability reflecting the amount payable to customers through future rates. 

Investment Tar Credits 

Investment (an credits have been recorded as deferred credits and are being amortized as reductions to income tax expense over the sovice lives of the related 
p"perty. 

Revenue Rsognitian 

Tampa Electric Company recognizes revenues consistent with the Securities and Exchange Commission's Staff Accounting Bulletin (SAB) 104, Revenue 
Reco@ion in Fit"io1 Slornnrnls . Except as discussed below, Tampa Electric Company recognizes revenues on a gross basis when eamed for the physical delivery 
of products or services and the risks and rewards of ownership have transferred to the buyer. 

?he regulated utilities' (Tampa Electric and PGS) retail businesses and the prices charged to customen are regulated by the FPSC. Tampa Electric's wholesale 
business is regulated by FERC. See Note 3 for a discussion of significant regulatory matters and the applicabiliry of Financial Accounting Standard No. (FAS) 71, 
Accourrrigfur the E/fecl.s of Cer-lain Types qfRrgrdaliolhn , to the company. 

Revenues and Cost Recovery 

Revenues include amounts resulting from cost recovery clauses which provide for monthly billing charges to reflect i n c r ~ a s e ~  or decreases in fuel, purchased 
power, consmation and environmental costs for Tampa Electric and purchased gas, interstate pipeline capacity and conservation costs for PGS. These adjustment 
factors are based on costs i n c u d  and projected for a specific recovery period. Any over- or under-recovery of C O S ~ S  plus an interest factor are taken into account in the 
process ofsetting adjustment factors for subsequent recovery periods. Over-recoveries of E O S ~ S  are recorded as deferred credits, and under-recoveries of costs are 
recorded as deferred charge% 

Certain other costs incurred by the regulated utilities are allowed to be recovered from c~stomer~ through prices approved in the regulatoty process. These costs 
are recognized as the associated revenues are billed. The regulated utilities aceme base revenues for sewices rendered but unbillsd to provide a closer matching of 
revenues and expenses (see Note 3 ) .  As of Dec. 3 I, 2007 and 2006, unbilled revenues of $46.6 million and $47.8 million, respcctivelv. alp included in the 
"Receivables" line item on Tampa Electric Company's Consolidated Balance Sheets. 

Tampa Electric purchases power on a regular basis primarily to meet the needs ofits retail cu~tomen.  Tampa Electric purchased power from non-TECO Energy 
affiliates st a cost ofs271.9 million, $221.3 million and $269.7 million, for the yean ended Dec. 3 I ,  2007,2006 and 2005. respectively. The prudently incurred 
purchased power costs at Tampa Electric have historically been recovered through an FPSC-approved cost recovery clause. 
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Accounting for Excise Tares, Franchise Fees and Gross Receipts 

Tampa Electric Company is allowed to recover ceitain costs incurred from ~ ~ ~ t o i n e r s  through prices approved by the FPSC. The amounts included in customers' 
bills for franchise fees and gross receipt taxes are included as revenues on the Consolidated Statements of Income. These amounts totaled $1 11.2 million, $104.2 
million and $87.2 million, for the years ended Dec. 3 I ,  2007,2006 and 2005, respectively. Franchise fees and gross receipt taxes payable by the regulated utilities are 
included as an expense on the Consolidated Statements of Income in "Taxes, other than income". For the years ended Dec. 31,2007,2006 and 2005, these totaled 
$ I  10.9 million, 16104.0 million and $87.0 million, respectively. Excise taxes paid by the regulated utilities are not material and are expensed as incurred. 

Asset Impairments 

Tampa Electric Company  account^ for long-lived assets in accordance with FAS 144, AccounringJbr [he lmpoirmeni U I  Disposal ofLong-LivedAssrls , which 
supersedes FAS 121, Accounling,for rhe Impaimen1 qfLong-Lived Assels andlong-lived Assets IO be Dispmeduf. FAS 144 iddresses accounting and reporting for 
the impairment or disposal of long-lived assets, including the disposal o f a  component o f a  business. 

In accordance with FAS 144, the company assesses whether there has been impairment of its long-lived assets and cenaio intangibles held and used by the 
company when such impairment indicators exist. As of Dec. 3 I, 2007, the cawing  value of all long lived assets was determined to he recoverable. No adjustments far 
asset impainnents were recorded. 

Restrictions on Dividend Payments and Transfer of Assets 

Certain long-term debt at PGS contains restticlions that limit the payment of dividends and distributions on the conimon stock of Tampa Electric Company. See 
Note 9 for additional information on significant financial covenanl~. 

Receivables and AIIOWP~CD for Uncollectible Accounts 

Receivables consist of setvices hilled to residential, commercial, industrial and other customers. An allowance for doubtful a~counts is established based on 
Tampa Electric's and PGS's collection experience. Circumstances that could a f k l  Tampa Electric's and PGS's estimates of uncolleztible receivables include, but are 
no1 limited to, customer credit issues, the level ofnahlral gas prices. customer deposits and general economic conditions. Accounts are written off once they are deemed 
to be uncollectible. 

2. New Accounting Pronouncement8 

Noncontrolling Interests in Consolidated Financial Statements 

In December 2007, the Financial Accounting Standards Board (FASB) issued Statement of Financial Accounting Standard (SFAS) No. 160, Noncunfmlling 
Inrrresrs in Consolidated Financial Slaremenls (FAS 160). FAS 160 was issued to impwve the relevance. comparability and transparency of the financial information 
provided by requiring: ownership interests be presented in the consolidated Statement of financial psit ion separate from parent equity; the amount of net income 
attributable IO the parent and the nonconrrolling interest be identified and presented on the face ofthe consolidated statement of income; changes in the parent's 
ownership interest he accounted for consistently: when deconsolidating, that any retained equity interest be measured at fair value; and that sufficient disclosures 
identify and distinguish between the interests ofthe parent and noncontrolling owners. The guidance in FAS 160 is effective for fiscal years beginning on or after Dec. 
15,2008. The company is currently assessing the impact of FAS 160, but does not believe it will be inaterial to its results of operations, statement ofposition or cash 
flows. 
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Business Combinations (Revised) 

In December 2007, the FASB issued SFAS No. 141R, Business Combinorions (FAS 141R). FAS i41R was issued to improve the relevance, representational 
faithfulnes, and conrparability of information disclosed in financial statements about business combinations. The Statement establishes principles and requirements for 
how the acquirer: 1) recognizes and measures the assets acquired, liabilities assumed and any noncontroiling interest in the acquire; 2) recognizes and measures the 
goodwill acquired; and 3) determines what information to disclose for usen of financial statements to evaluate the effects of the business combination. The guidance in 
FAS i41R is effective prospectively for any business combinations for which the acquisition date is on or aher the beginning ofthe first annual reponing period 
beginning on or aher Dec. 15, 2008. The company will assess the impact of FAS 141 R in the event it enters into a business combination whose expected acquisition 
date is subsequent to the required adoption date. 

OfTsetting Amounts Related to Certain Contracts 

In April 2007, the FASB issued FASB StaffPosition (FSP) FIN 39-1. T l i s  FSP amends FASB lntelpretation NO. 39, Oflsellin~o/Amounls Reloledlo Cenoin 
Conrracis by allowing an entity lo offset fair value amounts recognized for the right to reclaim cash collateral (a receivable) or the obligation to return cash collateral (a 
payable) against fair value amounts recognized for derivative instruments executed with the same cwntelpany under a inaster netting arrangement. The guidance in this 
FSP is effective for fiscal yean beginning aher NO". IS, 2007. The company adopted this FSP effective Jan. I ,  2008 without any eNmt on its results ofoperations, 
statement ofposition or cash flows. 

Fair Value Option For Financial Assets and  Financial Liabilities 

In Februaly 2007, the FASB issued SFAS NO. 159, The Fair Value Oprion,fiw Financial Assels and Finoncia1 L i ~ h i l ; r ; ~ . s - f ~ ~ ~ l ~ ~ d i ~ ~  on omendmen1 qfFASB 
Siaremrnr No. l l 5  (FAS 159). FAS I59 permits entitie to choose IO measure many financial instruments and certain other items at fair value that are not currently 
required to be measured at fair value. The objective of FAS 159 i s  to provide opportunities to mitigate volatiliry in reponed earnings caused by measuring related assets 
and liabilities differently without having to apply hedge accounting provisions. FAS I59 is effective for fiscal yean beginning aher No". 15,2007. The company 
adopted FAS 159 effective Jan. 1, 2008, but did not elect to measure any financial instruments at fair value. Accordingly, its adoption did not have any effect on its 
resuits of operations. statement of position or cash flows. 

Fair Value Measurements 

In September 2006, the FASB issued SFAS No. 157, Foir Value Measu,umenrs (FAS 157). FAS i 57 defines fair value, establishes a framework for measuring 
fair value under generally accepted accounting principles, and expands disclosures about fair value measurements. FAS I57 emphasizes that fair value is a market- 
baaed measurement, not an entity-specific measurement, and states that a fair value measurement should be determined based on the assumptions that market 
participants would use in pricing the asset or liability. FAS I57 applies under other accounting pronouncements that require or permit fair value measurements. 

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

Level ILQuoted prices for identical instruments in active markets. 

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

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

74 

346 



Table of Contents 

The effective date is for fiscal years beginning afler No". 15,2007. In November of 2007, the FASB granted a one year deferral for non-financial assets and 
liabilities. As a result, the company adopted FAS I57 effective Jan. I, 2008 for financial assets and liabilities. Financial assets and liabilities of thhe company measured 
at fair value include derivatives and certain investments, for which fair values are primady based on observable inputs. 

During 2008, the company will continue to evaluate FAS I57 for the remaining non-financial assets and liabilities to be included effective Jan. I, 2009. The 
company does not believe the impact of adoption for the remaining nom-financial assets and liabilities will be material 10 its results ofoperations, Statement of position 
oreash flows. 

3. Regulatory 

As discussed in Note I ,  Tampa Eleclrk's and PGS's retail businesses are regulated by the FPSC. Tampa Electric is subject to regulation by the Federal Energy 
Regulatoly Commission ("FERC") under the Public Utility Holding Company Act of 2005 ("PUHCA 2005"), which rrplaced the Public Utility Holding Company Act 
of I935 which was repealed. However, pursuant to a waiver granted in accordance with FERC's regulations, TECO Energy is not subject to certain of the accounting, 
record-keepinp, and reporting requirements prescribed by FERC's regulations under PUHCA 2005. 

Base RstegTampe  Eleclric 

Tampa Electric's rates and allowed retum on equity (ROE) range of 10.75% to 12.75% with a midpoint of I I .75% are in effect until such time as changes are 
occasioned by an agfeement approved by the FPSC or other FPSC actions resulting from rate or other proceedings initiated by Tampa Electric, FPSC staff or other 
interested parties. Tampa Electric's base rates were last set in a 1992 proceeding. 

Cost Recovery-Tampa Elmtric 

In September 2007, Tampa Electric tiled with the FPSC for approval offuel and purchased power, capacity. environmental and conservation EOSI recovely rates 
for the pend January 2008 through December 2008. In November 2007, the FPSC approved Tampa Electric's requested changes. The rates include the inpacts of 
natural gas and coal prices expected in 2W8, the refund of the overestimated 2007 fuel and purchased power expenses. the collection ofpreviously unrecovered 2006 
fuel and purchased power expenses, the proceeds from the actual and projected sale of excess sulfur dioxide (SO, )emissions allowanc~ in 2007 and 2008 and the 
operating cost for and a m u m  on the capital invested on the selective catalytic reduction (SCR) projects to enter semice on Big Bend Units 3 and 4 as well as the 
operating and maintenance (O&M) costs associated with the Big Bend Units 1 and 2 pre-SCR projects, which are required by the Environmental Protection Agency 
(EPA) Consent Decree and Florida Department of Environmental Protection (FDEP) Consent Final Judgment. (See Note 12 for additional details regarding projected 
environmental expenditures). In addition, the rates reflect the FPSC's September 2004 decision to reduce the annual cost recovay amount for water tranrponation 
services for coal and petroleum coke provided under Tampa Electric's contract with TECO Transport described below. As part of the regulatory process, it is 
reasonably likely that third parties may intervene on similar matters in the future. The company is unable to predict thhe timing, name or impact of such fumre actions. 

Base RnteSPGS 

PGS' rates and allowed ROE range of 10.25% 10 12.25% with a midpoint of I I .25% are in effect until such time as changes are occasioned by an agreement 
approved by the FPSC or other FPSC actions resulting from rate or other proceedings initiated by PGS, FPSC staff or other interested parties. PGS' current base rates 
have been in effect since 2003. 
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Cost Recovery-PGS 

In September 2W7, PGS filed its annual request with the FPSC to change its Purchased Gas Adjustment (PGA) cap factor for 2008. The PGA rate can valy 
monthly due to changes in achlal fuel costs but i s  not expected to exceed the FPSC approved annual cap. In November 2007, the FPSC approved the cap factor under 
PGS' PGA for the period January 2008 through December 2008. 

SO, Emission Allowances 

The Clean Air Act Amendments of I990 established SO1 allowances to inanage the achievement of SO, emissions requirsments. The legislation also established 
a market-based SO: allowance trading component. 

An allowance authorizes a utility to emit one ton of SO? during a given year. The EPA allocates allowmce~ to utilities based on mandated emisions reductions. 
At the end of each year, a utility m u t  hold an amount ofallowances at least equal to its annual emissions. Allowances are fully marketable and, once allocated, may be 
bought, sold. traded or banked for use currently or in future years. In addition, the EPA withholds a small percentage of the annual SO, allowances it allocates to 
utilities for auction sales. Any resulting auction proceeds me then forwarded to the respective utilities. Allowances may not be used for compliance prior to the calendar 
year far which they are allocated. Tampa Electric accounts for these using an inventory model with a zero basis for those allowan~es allocated to the company. Tampa 
Elecmc recognizes a gain at the time of sale. approximately 95% of which accrues to retail cu~lomers through the environmental cost recovery clause. 

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

For the year ended Dec. 31.2007, Tonpa Electric sold approximately 168,000 allowances, resulting in proceeds of $91 .I million, the majority ofwhich i s  
included as a cost recovery clause regulatory liability. In the years ended Dec. 31,2006 and 2005, approximately 44,500 and 100,OW allowances were sold for $45.0 
million and $19.1 million in proceeds, respectively. 

Other Items 

Slorm Dmnubr, C<i.sl Recowg 

Tampa Electric accrues $4 million annually to fund a FERC authorized self-insured storm damage C ~ S C N ~ .  This reserve was created after Florida's investor 
owned utilities (IOUs) were unable to obtain transmission and distribution insurance coverage due to destructive acts ofnahlre. 

The FPSC approved Tampa Electric to reclassify approximately $39 million of 2004 hurricane restoration costs as plant io service (rate base). With this 
adjustment and the normal $4 million annual storm accmal, Tampa Electric's storm i e ~ e ~ e  was $20.0 and 51 6.0 million as of Dec 31,2007 and 2006, respectively. 

Coal Tronsporlolion Connucr 

In September 2004, the FPSC voted to disallow a portion ofthe costs that Tampa Electric can recover from its cust~men for water transportation services under 
a five year transportation agreement ending Dec. 31.2008. The amounts disallowed, and excluded from the recovery under the fuel adjustment clause, were 
$15.lmillion.$15.3 millianand1614.1 million fartheyearsended Dec. 31,2007,2006and2005,respectively. 

Regulatory Assets and Liabilities 

Tampa Electric and PGS maintain their accounts in accordance with recognized policies of the FPSC. In addition, Tampa Electric maintains i ts  accounts in 
accordance with recognized policies prescribed or permitted by the Federal Energy Regulatory Commission (FERC). 
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Tampa Electric and PGS apply the accounting treatment -itled by SFAS NO. 71, Accounring,for the Eflects ofcerlnin Types ofRegulalion. Areas of 
applicability include: defeml of revenues and expenses under approved regulatory agreements; revenue recognition resulting from cost recovery clau~es that provide 
far monthly billing charges to reflect increases or decreases in fuel, purchased power, Consewation and environinental costs: and the deferral of costs as regulatory 
assets to the period that the regulatory agency recognizes them when cost recovery is ordered over a period longer than a fiscal year. Details ofthe regulatory assets and 
liabilities as of Dec. 3 I ,  2007 and 2006 are presented in the following table: 

Regulatory Assets and Liabilities 

Regulatory -sets: 
Regulatory tax esse?'' 

other: 
Cost recovery ClaUSeS 

Post-retirement benefit asset 
Deferred bond refinancing costs"' 

Environmental remediation 
Competitive rate adjustment 
other 

Total other regulatory assets 
Total regulatory assets 
Less: Current portion 

Regulatory liabilities: 
Long-term 'egulatay assets 

Regulatory tax liability 

Other: 
Deferred allowance auction credits 
cost recovery clauses 
Environmental remediation 
Tmnsmission and delivery s l m  reserve 
Deferred gain on property 
Accumulated reserve-cost of removal 
Other 

Total other regulatory liabilities 
Total regulatory liabilities 
Less: Cumnt portion 
Long-term regulatory liabilities 

( I )  
(2) 
(3) 

Related IO plant life and derivative positions. 
Amortized over the I- ofthe related debt instmment. 
Amortized over a 5-year period with various ending dates. 

Doc. 11, 
1007 

$ 62.5 

47.2 
97.5 
25.5 
11.4 
5.4 
4.7 

191.7 
254.2 

67.4 
$ 186.8 

$ 18.8 

0.1 
18.9 
11.4 
20.3 

4.7 
543.5 

0.4 
599.3 
618.1 

35.4 
$ 582.7 

- 

- 

- - 

Drc.31. 
ZW6 

$ 49.5 

239.2 
148.9 
26.7 
12.3 
5.5 
4.9 

437.5 
487.0 
255.7 

$ 231.3 

- 

__ 

- - 
$ 20.6 

0.8 
28.9 
12.3 
16.3 
6.8 

516.1 
0.2 

581.4 
602.0 
46.7 

$ 555.3 

- 
___. - 

All regulatory assets are being recovered through the regulatory process. The following table further details OUT regulatory assets and the related recovery 
periods: 
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Regulator) assets 

Eaming a rate ofrerum':' 
Regulatory tar assets"' 

Capital S ~ N C ~ U X  and othev" 

Total 

101.7 152.6 
62.5 49.5 
37.4 40.2 

$ 254.2 $ 487.0 
- -  - -  

To be recovered through cost recovery clauses approved by the FPSC on a dollar for dollar basis in the next year. The decrease between years is principally due 
to the recovery ofpreviously unrecovered fuel costs. 
Primarily reflects allowed working capital. which is included in rate base and eams an 8.2 "/o rate of re" as permitted by the FPSC. 
"Regulatory tar assets" and "Capital structure and other'' regulalory assets have a recovmble period longer than a fiscal year and are recognized over the p e h d  
authorized by the regulatory agency. Also included are unamortized loan costs which are amanized over the life of the related debt instruments. See footnotes 1 
and 2 in the prior table for additional information. 

Income Tax Expense 

Tampa Electric Company is included in the filing of a consolidated federal income tax m u m  with TECO Energy and its affiliates. Tampa Electnc Company's 
income tax expense is based upon a separate m u m  computation. Tampa Electric Company's effective tax rates for the twelve months ended Dee. 31,2007 and 2006 
differ f" the statutory rate principally due to stale income taxes, u"ivltion of investment tan credits, and the domestic activity production deduction. The decrease 
in the effective tax rate between years is principally due to lower permanent differences including a fdvorable increase in the domestic activity production applicable 
statutory percentage from 2006 to 2007. 

In June 2006, the FASB issued FIN 48, Accoourrrirrg,for Uncdrlainfy in Income Tares-an imrpreroriun qf FASB Sraremenr No. 109, Accuzinlin~for Income 
Tares,  FM 48 addresses the determination ofwhether tax benefits claimed or expected to be claimed on a tax return should be recorded in the financial statements. 
Under FIN 48, Tampa Electric Company may recognize the tax benefit from an uncenain lax position only if it is more likely than not that the fan position will be 
sustained on examination by the taxing authorities, based on the technical (merits ofthe position. FIN 48 provides that the tax benefits recognized in the financial 
Statements from such a position should be measured based on the largest benefit that has a greater than fifty percent likelihood ofbeing realized upon ultimate 
settlement. FTN 48 also provides guidance on derecognition, classification, interest and penalties on income taxes. accounting in interim periods and requires increased 
disclosures. 

Tampa Electric Company adopted the provisions ofFlN 48 effective Jan. I, 2007 with no impact. Tampa Elecmc Company recognizes accrued interest and 
penalties associated with uncertain tar positions in Ylperation other expens-other" in the Consolidated Statements of Income. For the twelve months ended Dec. 3 I, 
2007. Tampa Electric Company did not record any amounts of interest or penalties. 

The lntemal Revenue Service (IRS) concluded its examination offederal income tax returns for the years 2005 and 2006 during the year ended 2007. The U.S. 
federal statute of limitations remains open for the year 2007 and onward. Year 2007 is cun~n l ly  under examination by the IRS under the Compliance Assurance 
Program, a program in which TECO Energy is B panicipant. State jurisdictions have statutes of limitations generally ranging from 3 to 5 years h r n  the filing ofan 
income tax retum. The state impact o f  any federal changes remains subject Io examination by various ~tates for a period of up to one year after h m a l  notification to the 
stales. Years still open lo examination by tax authorities in major statejunsdictions include 2002 and onward. 

The company does not currently have any uncertain tax positions and does not anticipate that the total amount of unrecognized tax benefits will significantly 
increase or decrease within the next welve months. 
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Tampa Electric Company's income tax expenx is  bwed upon a separdte retum coniputalion. lncome tax expense consists of the following components: 

Income Tax Expense 

~miIIimsJ 

2007 
Currently payable 
Deferred 
Amortization of investment tax credits 
Total income fan expense 
Included in other income. net 

Included in operating expenses 
2006 

Currently payable 
Deferred 
Amortization o f  investment tax credits 
Total income tax expense 
lncludcd in other income, net 

Included in operating expenses 
2005 

Cunently payable 
Deferred 
Amortization of investment tan credits 
Total income tax expense 
Included in other income, net 

Included in operating expenses 

Fedcmi 

$ 128.5 
(39.2) 

(2.s) 
5 86.8 

$ 107.4 
(20.3) 

$ 84.6 
(2.5) 

Slit,< TOtQl 

16 21.2 5 1 4 9 . 7  
(6.4) (45.6) 

(2.5) - 
$ 14.8 $ 1 0 1 . 6  

$ 17.4 5 124.8 
(2.91 (23.2) 
- 

$ 145  $ 99.1 

16 96.8 
-..@I 

6 33.9 5 5.6 5 39.5 
61.7 10.5 72.2 

$ 93.0 $ 16.1 $ 1 0 9 . 1  
(2.6) - 3 1  

d l  
$ 107.8 - 

Deferred taxes result from temporary differences in the recognition of cenain liabilities or assets for tax and financial reponing pulposes. The principal 
componenls oflhe company's deferred tar assels and liabilities recognized in the balance sheet are as follows: 

Deferred Income Tar Assets and Liabilities 

{m;!hm, A i  o fDm 31, 2007 2006 
Deferred income tax assets"1 

Medical benefits $ 44.0 5 42.8 
Insurance resemes 18.7 11.2 
investment lax credits 7.5 8.9 
Hedging activities 3.2 __ 
Pension and post-retirement benefits 37.6 57.5 
Other 

Total deferred income tan assets 
Deferred income tax liabilities"' 

Property related 
Deferred fuel 
Pension and post-retirement benefits 

Total deferred income t u  liabilities 
Net deferred income tax liability 

Cenain propeny related  asset^ and liabilities have been netted (I ) 

27.3 33.0 - $ 138.3 $ 1594 

$ (494.0) $ (417.3) 
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Deferred income tar assets and liabilities above are included in the balance sheet as follows: 

The total income tan provisions differ from amounts computed by applying the federal statutory tax rate to income before income taxes for the following 
reasons: 

Elfeetive Income Tax Rate 

p i l l i o w  
Net income 
Total income tax provision 
Income before income taxes 
Income taxes on above at federal statutory rate of 35% 
Increase (decrease) due to 

State income t u ,  net of federal income tax 
Amortization of investment tan credits 
Equity portion of AFUDC 
Domestic production deduction 
Other 

Total income tax provision 
Provision for income taxes as a percent of income from continuing operations. before income taxes 

Consolidated Stntements of Cash Flows 
Cash paid during the year for income taxes 

2007 zno6 znnj - 
$ 176.8 $ 165.6 16 116.1 

101.6 - 99.1 109.1 
$ 278.4 $ 2M.7 $ 285.8 
$ 97.4 $ 92.7 $ 100.0 
- 

9.5 9.4 

12.8) 11.5) ~. 
I .5 

$ 101.6 
- - 2.0 

$ 99.1 - 
1 2  

$ 109.1 = 

3h.W" 37.4% 38.2% 

$ 135.0 $ 100.1 6 30.3 

5. Employee Postretirement Benefits 

In September 2006, the FASB issued FAS No.! 58, Emplayer's Accuunling. for Defined Brn@l Pension and Ocher Porlretiremenl Plans, an omrndmrnl " f F A S B  
SIatemorrs No. 87, 88. 106 and 132IR). The company adopted FAS I58 on Dec. 3 I ,  2006. This standard requires the recognition in the statement of financial position 
the over-funded or under-funded status af  a defined benefit postretimment plan, measured as the difference between the fair value ofplan assets and the benefit 
obligation in the case a f a  defined benefit plan, or the accumulated postretirement benefit obligation in the case ofother postretirement benefit plans. As B result of the 
application of FAS 71 lo the impacts of FAS 158, Tampa Electric Company recorded $91.9 million in both benefit liabilities and regulatory assets as of Dec. 3 I, 2006. 
This standard did not affect the results of operations. 

Pension Benefits 

Tampa Elecmc Company is a participant in the comprehensive retirement plans of TECO Energy, including a "on-contributory defined benefit retirement plan 
which covers substantially all employees. Where appropriate and reasonably determinable, the portion o f  expenses, income. gains or losses allocable to Tampa Elecmc 
Company are presented. Otherwise, such aimunts presented reflect the amount allocable to all participanu of the TECO Energy retirunent plans. Benefits are b a d  on 
employees' age, yean of service and final average earnings. In 2007, Tampa Electric Company made contributions totaling $21.4 million to this non-contributory 
defined benefit plan. 
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Amounts disclosed for pension benefits also include the unfunded obligations for the supplemental executive retirement plans. These are nonyualified, "on- 
contributoly defined benefit retirement plans available to cenain members ofsenior management. In 2007, Tampa Electric Company made a contribution of $02 
million lo these plans. 

Tampa Electric Company recorded regulated assets totaling $57.0 million related to the additional minimum pension liability adjustment at Dee. 31,2006 and 
$42. I million for the unfunded pension liability related to L e  adoption of FAS 15R. There were no additional minimum pension liability adjuslmem recorded at Tampa 
Electric Company in 2005. 
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Components  ofnet pension expense, reconciliation ofthe funded status and the accrued pension liability for TECO Energy, Inc. are presented below 

TECO Energ. Consolidored 

Obligations m d  F u n d e d  Status 

znni 

S 5699 
16.C 
33.0 

(21 9) 

(6 1) 

(34.6) 
rJa 

S 557.2 

S 435.2 
56.6 
35.5 

- 

0.3 

0.6 

- 
- 

(340 
S 492.7 

S 492.7 
557.1 
1645) 
26.1 
X1.9 
0 .21  
- - 

S 49.3 

S 57.2 
"la 
n/a 

(4.5) 
(34.C) 
21.6 

s 40.1 

- 

- 

2006 

S 562.1 
15.8 
30.7 
- 
(4 5 )  
- 
- 

- 
(34.21 

"la 
S 569.9 

S 414.7 

7 7  

~ 

27.0 

- 
- 

(34.2) 
S 435.2 

S 435.2 
SW.9 

(134.7) 
30.8 

138.8 

14.51 
- - 

6 30.4 

S 99.1 
"la 
d S  

- 
11.31 

I 30.4 

1103.3) 
35.9 

= 

Pension Bcncnta 

2007 ZW6 

S 57.2 S 99.1 __ - 

- - 

11.CI 

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

2001 2006 - -  Accumulated benrfit I. C X E C ~ S  of p1.n .SIC~~ lmllllonsl 
Project benefit obligation, mewurement date $ 5572 16 5699 
Accumulated benefit obligation, measurement date 
Fair value of plan assets. meaSUrement date 

Components of TECO Energy consolidoled Ne1 Periodic BeneJiI Cos1 

Net periodic benefit cost: 
Service cost 
Interest cost 
Expected retum on plan assets 
Amortization of 

Actuarial loss 
Plior service (benefit) cost 
Transition (asset) obligation 

Cunailment (gain) loss 
Settlement (gain) loss 

Net periodic benefit cost 

$ 493.0 $ 508.3 
16 492.7 $ 435.2 

2001 

$ 16.0 
33.0 

(36.3) 

9.1 
(0.5) 

2006 ZOO5 

$ 15.8 $. 16.2 
30.7 32.7 

(35.7) (37.2) 

8.8 4.3 

- - 
- I .4 

16 19.1 $ 16.7 - 
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In 2004, the FASB issued FSP 106.2, Accounling amlDisclosure Rryuirrmenrs Relaledn, rhe Medicare Prescriprion Drug, lmpruvemerrr and Modrmizolion 
ACI of2003 (FSP 106-2). "he guidance in FSP 106-2 requires (a) that the effects ofthe federal subsidy be considered an actuarial gain and recognized in the same 
manner as other actuarial gains and losses and (b) certain disclosures for employen that sponsor postretirement health care plans that piwid6 prescription drug benefits. 
TECO Energy and its subsidiaries adopted FSP 106-2 retroactive for the second quarter of 2W4. 

The company received its fin1 subsidy payment under Part Din 2006 for the 2006 plan year. It has filed and is awaiting approval for Its 2007 Pan D subsidy 
application with the Centen for Medicare and Medicaid Services (CMS). 

The following charts summarize the income statement and balance sheet impact for Tamm Electric Company, as well as the benefit obligations, assets and 
funded status. 

Obligations and Funded Statu-her Postretirement Benefits 

~~11l0",, 

Change in benefit obligation 
Net benefit obligation at prior measurement date 
Service cost 
Interest COS1 

Plan panicipants' conbbutions 
Acruarial (pain) loss 
Cumilment 
Gross benefits paid 
Federal subsidy on benefits paid 
Net benefit obligation st measurement date (Sep. 30) 
Chrnee in plsn assets . .  
Employer contributions 
Plan panicipants' contributions 
Gross benefitspaid 
Fair value ofplan assets at measurement date (Sep 30) 
Funded status 
Fair value of plan -sets 
Benefit obligation 
Funded status at measurement date 
Net contributions afler measurement date 
Unrecognized net actuarial loss 
Unrecognized prior service (benefit) cost 
Unrsognized net transition (asset) obligation 
Accrued liability at end of year 
Amounts Recognized in Balance Sheet 
Long-term regulatory assets 
Current liabilities 
Non-current liabilities 
Prepaid benefit cost 
Accrued benefit cost 
Additional minimum liilbility 
Intangible assets 
Accumulated other comprehensive income 
Ne1 amount recognized at end of year 
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2007 

$ 145.6 
2.3 
8.3 
2.6 

(3.4) 

(11.5) 
(1.5) 

0.8 
$ 143.2 

$ 8.9 
2.6 

(11.5) 
$ -  

16 

- 
143.2 

(143.2) 
2.2 

20.9 
10.3 
9.1 

$ (100.7) 

$ 40.3 
(10.2) 

"la 
" la  
nla 
" l a  
ala 

(130.8) 

$ (100.7) 

2006 

$ 141.5 
2.3 
7.7 
2.3 
2.3 
- 
(10.0) 
(0.5) 

$ 145.6 

$ 7.7 
2.3 

(10.0) 
s -  

$ -  
145.7 

(145.7) 
I .7 

21.6 
13.7 
12.9 

$ (95.8) 

16 49.8 
(10.2) 

(135.4) 
"18 

"la 
"1s 
"la 
nla 

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

1007 1006 2005 Net pcriodic bcncfll cost (millions): 

Service cost 16 2.3 $ 2.3 $ 2.4 
8.3 7.7 7.3 Interest EOSI 

AmoniTatim of 
Actuarial loss - 0.4 - 

2.2 ~ 2.1 2.1 
Prior service (benefit) cost 1.7 1.7 1.7 
Transition (asset) obligation 

$ 14.5 $ 14.2 $ 13.5 Net periodic benefit cost 
I= 

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

piaio"*, 2007 2W6 2005 

Prior service cost (credit) 

- - -  
Net actuarial loss (pain) $ 20.9 $ 21.6 n l a  

Transition obligation (asset) 9.1 12.8 "la 
Total recognized in regulatory assets $ 40.3 $ 48.2 "la 

10.3 13.8 "la 

- - -  
- - =  

The estimated prior service cost and tmsition obligation for the other postretirement benefit plans that will be amonired st Tampa Electric Company from 
regulatory assets into net periodic benetit cost over the next fiscal year is 53.2 million. 

Other Postretirement Benefit Plan Assets 

There are no assets associated with Tampa Electric Company's other postretirement benefit plan. 

Additional Information for Pensions and Other Postretirement Benefits 

PC"Si0" mncnta other Benefits 
,nillionl) 2007 2006 2007 2006 
Increase in minimum liability included in regulatoly assets $ - $ 57.0 $ - - $ 

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

Discount Rate 
Rate of compensation increase 

Prnalun Benefits Ofhcr Bmeflta 
2007 2W6 2007 2006 

6.20% 5.85% 6.20% 5.85% 
4.25% 4.00% 4.25% 4.00% 

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

Discount Rate 
Expected long-term retum on plan assets 
Rate of compensation incresse 

Prnaiun BeneOfr Othrr Bcnrfln 
1005 - 1006 - 2007 - 2005 - 2006 - 2007 __ 

5.85% 5.50% 6.oo"/o 5.85% 5.50% 6.00% 
8.25% 8.50% 8.75% " l a  "la d a  
4.00% 3.75% 4.25% 4.00% 3.75% 4.25% 
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The expected retum MI assets assumption was based on expectations of long-term inflation, real growth in the economy, fined income spreads and equity 
premiums consistent with our portfolio, with provision for active management and expenses paid. The s l a y  increase assumption was based on the same underlying 
expectation of long-term inflation iagether with assumptions regarding real growth in wages and company-specific merit and promotion increases. The discount raie 
assumption was based on a cash flow inatching technique developed by our outside actuaries and a review of  m m n t  economic conditions. This iechnique matches ihe 
yields from highquality (Aa-graded, "on-callable) corporate bonds to the company's projected cash flows for ihe pension plan to develop a present value that is 
convened to a discount rate. 

Healthcare cost trend rate 
Initial male 
Uliimate rate 
Year rate reaches ultimate 

2W5 - lw6 - 1061 

9.25% 9.50% 9.50% 

- 
5.25% 5.00% 5.00% 
2015 2014 2013 

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

( ~ l i i " " ~ 1  1% I"C.C*SC I %  Decrcasr 
Effect on total service and interest cost $ 0.2 $ (0.2) 
Effect on postretirement benefit obligation $ 3.3 5 (2.8) 

Contributions 

On Aug. 17,2006, the President signed the Pension Proteciion Act of2006, which it generally introduces new minimum funding requirements beginning Jan. I, 
2008. TECO Energy's policy is to fund the plan at or above amounts determined by its actuaries io meet ERISA guidelines for minimum annual contributions and 
minimize PBGC premiums paid by the plan. TECO Energy contribuied $30.0 million IO the plan in 2007, which included a 525.8 million contribution in addition to the 
$4.2 million minimum contribution required. TECO Energy expects 10 make a 59.0 million contribution in 2008 and average annual contributions of51 I million in 
2009 ~ 2012. Tampa Electric Company's portion o f  the pension contribution in 2008 is estimated at $7.2 million. 

lnfonnaiion about TECO Energy's expected benefit payments for ihe pension and postretirmnent benefit plans follows: 

Expected Benefit PaymentsTECO Energy 
(including projected service and net of employee contributions) 

Expected benefit payments (millions): 
2008 
2W9 
2010 
2011 
2012 
201 3-2017 

PC".iO" 
BC"&tS 

5 65.4 
5 44.3 
5 45.7 
16 47.0 
$ 48.0 
$ 258.5 

Other Pmmctetircmcnt 
BrneOta 

E x ~ f e d  Federal 
C" Subsidy - 

$ 14.6 5 (1.1) 
s 15.8 (1.2) 
$ 16.8 (1.4) 
6 17.7 (1.5) 

$ 93.1 (11.1) 
$ 18.2 (1.7) 
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Defined Contrlbution Plan 

The company has a defined contribution savings plan covering substantially all employees of TECO Energy and its subsidiaries (the Employers) that enables 
participants Io save a portion of their compensation up to the limits allowed by IRS guidelines. The company and its subsidiariej match up to 6% afthe panicipant's 
payroll savings deductions. Effective July 2004, employer matching contributions were 30% of eligible participant contributions with additional incentive match of up 
to 70% of eligible participant contributions based an the achievement of certain operating company financial goals. In April2007, the employer matching contributions 
were changed to 50% of eligible participant contributions with an additional incentive match of up to 50%. For the yean ended Dec. 3 I ,  2007,2006 and 2W5, Tampa 
Electric Company recognized expense totaling $5 .8  million, $4.5 million and $6.3 million, respectively, related to the matching contributions made IO this plan. 

6. Short-Twm Debt 

At Dec. 31.2007 and 2006, the following credit facilities and related borrowings existed: 

Credit Facilities 

Tampa Electric Company: 
- s 5-year facility $ 325.0 s - 

I-year accounts receivable facility i5n.o 25.0 ~ 

Total $ 475.0 $ 25.0 $ - - 
- $ 325.0 $ 13.0 $ 

1x1 .0  35.0 -- 475.0 $ 48.0 $ 

~ -- 
- 

(I) Borrowings outstanding are reported as notes payable. 

These credit facilities require commitment fees ranging from 9.0 - 17.5 basis points. The weighted average interest rate an outstanding notes payable at Dec. 31, 
2007 and 2006 was 4.76% and 5.45%. respectively. 

Tampa Elerf,k Compnriy Credil F a d i f )  

On May 9,2007, Tampa Electric Company amended its $325 million bank credit facility, entering into a Second Amendcd and Restated Credit Agreement. The 
amendment (i) extended the maturity date of the credit facility from Ocl. 11,2010 to May 9,2012 (subjcct to fufihn C I ~ C ~ ~ S ~ U I I  with the consenl of each lender); 
(ii) continued to allow Tampa Electric Company to borrow funds at an interest rate equal IO the federal funds rate, as defined in the agreement, plus a margin. as well as 
a rate equal to either the London interbank deposit rate plus a margin or Citibank's prime rate (or the federal funds rate plus 50 basis points, ifhigher) plus a margin; 
(iii) allowed Tampa Electric Company to request the lenders to increase their commitments under the credit facility by up to $1 75 million in the aggregate (compared to 
$50 million under the previous agreement); (iv) continued to include a $50 million letter oreredit facility; (v) reduced the commitment fees and borrowing margins; and 
(vi) made other technical changes. The facility requires that at the end of each quarter the ratio of debt to capital, as defined in the agreement, not exceed 65%. AS of 
Dec. 31,2007, Tampa Electric Company was in compliance with this requirement. 

T o m p  Elrcfric Company A C C ~ U ~ I S  Receivable Focilify 

On Jan. 6, 2005, Tampa Electric Company and TEC Receivables COT (TRC), a wholly-owned subsidiary of Tampa Electric Company, entered into a $1 50 
inillion account$ receivable collateralized borrowing facility. The assets of TRC are not intended to be generally available to the crediton of Tampa Elecmc Company. 
Under the 
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Purchase and Contribution Agreement entered into in Connection with that facility, Tampa Electric Company sells and/or contributes to TRC all o f  its receivables for 
the sale of electricity or gas to ils retail customers and related rights (the Receivables), with the exception ofcertain excluded receivables and related rights defined in 
the agreement, and assigns to TRC the deposit ~ C C O U ~ ~ S  into which the proceeds of such Receivables are paid. The Receivables are sold by Tampa Elechic Company to 
TRC at a discount. Under the Loan and Servicing Agreement among Tampa Electric Company as Servicer, TRC as Borower, certain lenders named thprein and 
Citicorp North America, h e .  as Program Agent, TRC may borrow up to $1 50 million lo fund its acquisition of the Receivables under the Purchase Agreemenr. TRC has 
secured such borrowings with a pledge of all of its assets including the Receivables and deposit accounts assigned to i t .  Tampa Electric Company acts as Servicer to 
service the collection ofthe Receivables. TRC pays program and liquidity fees based on Tampa Electric Company's credit ralings. The receivables and the debt oFTRC 
m e  included in the consolidated financial statements oFTECO Energy and Tampa Eleclric Company. 

On Dec. 20,2007, Tampa Electric Company and TRC extended the maturity of Tampa Electric Company's $ IS0 million accounts receivable collateralized 
borrowing facilily from Dec. 21,2007 to Dec. 19,2008. As part ofthis extension, the EBlTDA to interest covenant was eliminated and the debt to capital covenant was 
increased from bo% to 65%. 

7. Common Stock 

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

10 $ 1,428.6 $ ~ $ 1,428.6 Balance Dec. 31, 2006'" 

(I) TECO Energy, Inc. made equity contributions 10 Tampa Electric o f  $XI . X  million and $5  I .Y million in 2007 and 2006, respectively, to suppoii capital needs 
associated with generation expansion and environmental projects. 

8. Commitments m d  Contingencies 

Legal Contingencies 

From time to lime, Tampa Electric Company is involved in various other legal. lax and regulatory proceedings hefore various courts, regulatory commissions 
and governmental agencies in the ordinary course of its business. Where appropriate, accruals are made in accordance with FAS No. 5 ,  Accounling,fvr Conlin~encies, 
to provide for matters that are probable of resulting in an estimable, material loss. While the outcome of such proceedings is uncertain, management does not believe 
that their ultimate resolution will have a material adverse effecr on the company's results of operations or financial condition. 

Superfund and Former Manufactured Gas Plant Sites 

Tampa Electnc Company, through its Tampa Electric and Peoples Cas divisions, is a potentially responsible party (PRP) for certain superfund sites and, through 
its Peoples Cas division, for cenain former manufactured gas plant sites. While the joint and several liability associated with these sites presents the potential for 
significant response costs, as of Dec. 3 I, 2007. Tampa Electric Company has estimated its ultimate financial liability to be appronimalely $1 I .5 inillion, and this 
amount has been accrued in the company's financial statemenls. The environmental remediation costs associated with these sites, which are expected to be paid over 
many years, are not expected to have a significant innpact on customer prices. 

The estimated amounls represent only the estimated portion ofthe cleanup costs attributable to Tampa Electric Company. The estimates to perform the work are 
bascd on actual estimales obtained from ~ontraclors, or 
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Tampa Elecrric Company's experience with similar work adjusted for site specific conditions and agreements with the respective govemmental agencies. The estimates 
are made in cun%nt dollars, are not discounted and do not assume any insurnnce recoveries. 

Allocation of the responsibiliry for remediation costs among Tampa Electric Company and other PRPs is based on each party's relative o w e n h i p  interest in or 
usage of a site. Accordingly, Tampa Electric Company's share of remediation costs vanes with each site. In virtually all instances where other PRPs are involved, those 
PRPs are considered creditworthy. 

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

Long-Term Commitments 

Tampa Electric Company has commitments under long-term leases, primarily for building space, office equipment and heavy equipment. Total rental expense 
included in the Consolidated Statements of Inco~nc for the years ended Dec. 31,2007,2006 and 2005 was $I .9 million. $4.2 million and $2.1 million, respectively. 

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

Future Minimum Lease Payments for Leases"' 

Yen, mded Der 31: Rmo"", (,"it!&"S, 
1008 $ 2.2 
2009 10.6 
2010 10.6 
2011 10.8 
2012 10.9 
Later Years 
Total minimum lease payments 

82.4 
$ 127.5 

(I) This schedule includes the fixed capaciry payments required under a capacity and tolling agreement of Tampa Electric which commences Jan. I ,  2009. In 
accordance with the provisions of ElTF 01 -OX,  Delemining Whelher om Arrarryrmem CoLoins a Lmse  , the company evaluated the agreement and concluded 
based on the criteria that the arrangement met the lease definition. Prudently incurred capacity payments are recoverable under an FPSC-approved EOSI recovely 
c l a u s e ( S ~  Note3) 

Guarantees and Lelters of Credit 

On Jan. I ,  2003, Tampa Electnc Company adopted the prospective initial measurement provisions for certain types ofguarantees, in accordance with FASB 
interpretation No. (FIN) 45, Guoronmr k Accounring and Disclosure Reyuiremenls,fbr Guaronreev. Indudi'n~ Indirecl Gtmranlee.~ qfflndehledtms of Olhers b v  
i,"piolion ofFASB Sraremorrs No. 5. 57, and 107 andresrirrion qfFASB Inlerprelalion No. 34) . Upon issuance 01 modification o f a  guarantee afler Jan. I, 2003, 
the company must detennine if the obligation is subject to either or both of the Following: 

Initial recognition and initial measurement o f a  liability; andlor 

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

Alternatively. guarantees between and on behalf of entities under common control or that are Similar to product warranties are subject only to the disclosure 
prwisions of the interpretation. The company must disclose information as to the term o f  the guarantee and the maximum potential amount of future gross payments 
(undiscounted) under the guarantee, even if the likelihood of a claim is remote. 

At Dec. 3 I ,  2007, Tampa Electric was not obligated under guarantees or letters of credit for the benefit of third panies, including entities under common control. 
At Dec. 3 I ,  2w7,  TECO Energy had provided a fuel purchase guarantee on behalfofTampa Electric and had outstanding letters of credit on behalfofTampa Electric 
in the face amounts of$20.0 million and $0.3 million, respectively. 

Financial Covenants 

In order to utilize its bank credit facilitics, Tampa Electric Company must meel certain financial tests as defined in the applicable agreements. In addition, 
Tampa Electric Company has certain rmrictive ~ove t r an t~  in specific agreements and debt instruments. At Dec. 31,2007, Tampa Electric Company was in compliance 
with required financial covenants. 

9. Related Party Transactions 

In January 2036, Tampa Electric purchased two 150-megawatt combustion turbines and other ancillary equipment froin TPS McAdams for $20.6 million. This 
has been included in capital expenditures on the Tampa Electric Company Consolidated Statements of Cash F l o w  Fur the period ended Dec. 31.2W6. 

In October 2003, Tampa Electric signed a five-year contract renewal with an afiliate company, TECO Transport, for integrated waterbome fuel transpatation 
Services effective Jan. I ,  2004. The contract calls For inland river and ocean transportation along with river terminal storage and blending services for up to 5.5 million 
tons of coal annually through 2008. In December 2007, TECO Energy sold TECO Transpon to an unaffiliated party. (See Note 16, Mergers, Acquisitions and 
Dispositions in Notes to the Consolidated Financial Statements of TECO Energy, lnc's Annual Repon an Form IO-Kl 

A summary ofactivities between Tampa Electric Company and its affiliates follows: 

Net trnnnactions with aftiliates: 

2005 - 2006 - 2007 - ("ml 
Fuel and interchange related, net $ 93.P $ 103.1 $ 82.5 
Administrative and general, net $ 19.6 $ 14.5 16 13.3 

Amounh due from or to affiliates of the company at Dee. 31, 

JI""'"') 

Accounts receivable" $ 0.7 $ 2.6 
Accounts payable" 16 5.5 $ 11.7 

(I) 
(2 )  

2Wl 2006 
_. 

Accounts receivable and  account^ payable were incurred in the ordinaly C O U R ~  ofbusiness and do not bear interest. 
Amounts related to the transpanation. transfer and storage of coal by TECO Transport, 
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IO. Segment Information 

Tampa Eleclric Company is a public utility operating within the state of Florida. Through its Tampa Electric division, it is engaged in the generation, purchase, 
transmission, distribulion and sale ofelectric energy to i n m  than 668,000 customers in West Central Florida. Its Peoples Gas System division is engaged in the 
purchase, distriburion and markering ofnahxal gas far more than 334,000 residential, commercial. industrial and electric power generation customers in the state of 
Flonda. 

Segment Information 

p"""s, 
2001 

Revenuesoutsiders 
Sales to afftliates 

Total reevenues 
Depreciation and amortimion 
Total interest charges 
Provision fortaxes 
Net income 
Total asets 
Capital expenditures 

Revenues-utsiders 
Sales to affiliates 

Total revenues 
Depreciation and amortization 
Total interest charges 
Provision for taxes 
Net income 
Total assets 
Capital expenditures 

Revenuesoutsiders 
Sales to affiliates 

Total revenues 
Depreciation and amortization 
Total interest charges 
Provision f o r m a  
Net income 
Tototal asscls 
Capital expenditures 

2006 

2W5 

T,,#,Plr 
El<C,*iC 

S 2,186.6 
I .8 

$ 2,188.4 
178.6 
112.2 
85.2 

$ 150.3 
4,672.5 

$ 373.8 

$ 2,082.7 

$ 2,084.9 

107.4 
80.3 

4,620.7 

2.2 

186.3 

S 135.9 

$ 366.4 

$ 1,744.3 
2.5 

$ 1.746.8 
187.1 
98.3 
90.6 

S 147.1 
4,438.2 

$ 203.5 

re0,des 
cos 

s 599.7 

$ 599.7 
40.1 
17.1 
16.4 

- 

$ 26.5 
754.3 

S 49.2 

S 5776 

$ 5116 
36.5 
1 5 2  
I X X  

- 

$ 29.7 
748.9 

S 54 n 

s 5495 

16 5495 
35 0 
15  I 
1 x 5  

- 

$ 29.6 
121.5 

5 42.5 - 

(0.6) 
16 (0.6) 

- 5 
(7.5) 

(0.6) 
S (0.6) 

$ 

5 

~ 

(3.5) 
- 

rnmpn 
Eb<,,i< 

C"mp.,"Y 

$ 2,786.3 
1 .2 

S 2,787.5 
218.7 
129.2 
101.6 

S 176.8 
5,4 19.3 

S 423.0 

$ 2,660.3 
I .6 

$ 2,661.9 
222.8 
122.6 
99.1 

S 165.6 
5,365.1 

$ 420.4 

$ 2,293.8 
1.9 

S 2,295.7 
222.1 
113.4 
109.1 

S 176.7 
5,156.2 

S 246.0 

11. Asset Retirement Obligations 

Tampa Eleclric Company accounts for assel retirement obligations under FAS 143, Acmu~~l in?~. /ur  Assel Reriremerir Ohligariunr. An asset retirement obligation 
(ARO) for a long-lived asset is recognized at fair value at inception ofthe obligation ifthere is a legal obligation under an existing or enacted law or statute, a wi t ten  or 
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ordl contract, or by legal construction under the doctrine of promissory estoppel. Retirement obligations are recognized only if the legal obligation exists in connection 
with or as a result ofthe permanent retirement, abandonment or sale ofa long-lived asset. 

When the liability is initially recorded, the carrying amount ofthe related long-lived asset is correspondingly increased. Over time, the liability is aecreted to its 
estimated fntwe value. The corresponding amount capitalized at inception is depreciated over the remaining useful life of the asset. The liability must be revalued each 
period based on current market prices. 

For the years ended Dee. 3 I ,  2007 and 2005, accretion expense was immaterial and no significant revisions to estiinated cash flows were necessary. For the year 
ended Dec. 3 I ,  2006, sipificant revisions to estimated cash flows used in determining the recognized asset retirement obligations were adjusted by $7.3 million at 
Tampa Electric Company. The amount is attributed to the increased EOSI ofremoval ofmaterials used in the generation and transmission ofelecmcity. 

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

Dcc. 31. 

2006 _. (in nilIi""s1 2007 
Beginning Balance $ 26.5 $ 18.6 
Revisions IO estimated cash flows 7.3 

0.6 __ 0.6 Other', 

Ending Balance $ 27.1 $ 26.5 

Accretion expense recorded as a deferred regulatory asset 

As regulated utilities. Tampa Electric and PGS must file depreciation and dismantlement srudica periodically and receive approval from the FPSC before 

~ 

- -  
( I )  

implementing new depreciation ntes. Included in approved depreciation rates is either an implicit net salvage factor or a cost ofremoval factor, expressed as a 
percentage. The net salvage factor is principally comprised of two components-a salvage factor and a cost of removal or dismantlement factor. The company uses 
current cost of removal or dismantlement factors as part of the estimation method to approximate the amount of cost of reinoval in accumulated depreciation. 

12. Derivatives and Hedging 

Tampa Electne Company enters into futures, forwards, swaps and option contracts to limit the exposurc to interest rate changes for future debt issuance and 
price fluctuations for physical purchases and sales of narural gas in the course of nonnal operations. The company uses derivatives only lo reduce normal Operating and 
market risks, not for speculative purposes. The company's primary objective is to reduce the impact of market price volatility on ratepayers, and uscs derivative 
instmments primarily to optimize the value of physical assets. including generation capacity and natural gas delivery. The risk management policies adopted by the 
company provide a framework through which management monitors various risk exposures. Daily and periodic reponing of positions and other relevant metrics are 
performed by a centralized "sk management group which is independent ofall operating companies. 

The company applies the provisions of FAS 133, Accounring,fir DBlvoliw Inslrmenls and Hedgiog Acliuilies, a ammded hy FAS 138, Accounlirrg for 
Cerrain Derivalive Inslrume,zl,s and Crrlain Hedging Acrivily and FAS 149, Amendment on Slolemerir 133 on Deriwlivr Instrmenls ondHedging Activilies . These 
standards require companies IO recognirc derivatives as either assets or liabilities in the financial Statements, to measure those instmmentS at fair value, and to reflect 
the changes in the fair value of those instminents as either components of other comprehensive income (OCI) or in net income, depending on the designation of those 
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instruments. The changes in fair value that are recorded in OCI PIC not immediately recognized in current net income. As the underlying hedged transaction matures or 
the physical commodity is delivered, the deferred gain or loss on the related hedging instmment must be reclassified hom OCI to earnings based on its value at the tilne 
of its reclassification. For effective hedge transactions. the amount reclassified from OCI to earnings is offset in net income by the amount paid or received on the 
underlying physical bansaction. Additionally, amounts deferred in OCI related to an effective designated cash flow hedge must be reclassified to current eamings ifthe 
anlicipated hedged transaction is no longer probable ofoccuning. 

At Dec. 31,2007 and Dec. 31,2006, Tarnpa Electric Company and its afiliales had derivative assets (c~lrent and non-current) totaling $2.2 million and 160.2 
million, respectively, and liabilities (current and non-culrent) totaling $26.1 million and $74.0 million. respectively. At Dec. 31,2007, $8.2 million of liabilities are 
related to interest rate swaps. The remaining $2.2 million ofassets and $1 7.9 million in liabilities are related to natural gas SWBDS. At Dec. 31.2006. all assets and 
liabilities were related to natural gas swaps. 

As a result of applying the provisions ofFAS 71 in accordance with the FPSC, the changes in value ofnatural gas derivatives are recorded as regulatory assets or 
liabilities to reflect the impact ofthe fuel recovery clau~e on the risks ofhedging activities. Included in the net derivative liability as of Dec. 31,2007 are $8.4 million in 
interest rate swaps related to the forecasted issuance of debt in 2WR. These swaps qualify and are accounted for as cash flow hedges and the changes in fair value are 
recorded in other comprehensive income. 

Based on the fair vslues of derivatives at D e .  3 I ,  2007, net pretax losses of161 7.3 million are expected to be reclassified from regulatory assets or liabilities and 
sccumulated other comprchensive income to the Consolidated Statement of income within the next twelve months. However, these amounts and other future 
reclassifications from regulatory assets or liabilities and accumulated other comprehensive iricome will fluctuate with movements in the underlying market price of the 
derivative instruments. The company does not currently have any cash flow hedges for transactions forecasted to take place in periods subsequent to 2009. 

13. Subsequent Events 

Tax-Exempt Auction Rate Bonds 

On Feb. 19 and Feb. 26,2008 two series of tax-exempt auction-rate bonds totaling 16105.8 million issued for the benefit of Tampa Electric Company by the 
Hillsborough County Industrial Development Authority (HCIDA) experienced failed auctions and, in accordance with the tenns of the bond indentures, the seven day 
interest rate on these series reset to 14%. Auctions on Feb. I9 for Tampa Electric's three other series oftax-exempt auction-mte bonds with interest periods of 7 and 35 
days totaling $1 81 .0 million settled at interest rates of 10% to 12%. The interest rates set in the Feb. 19 auction of 11% and 12% ML the Polk Counry lndustnal 
Development Authority (PCIDA) Series 2007 and HCIDA Series 2007C, respectively, are in effect until Mar. 26. On Feb. 26, the auction for the HCIDA Series2006 
settled at an interest rate of 7.55% for the succeeding 7-day interest period. On Feh. 25 Tampa Electnc Company notified the trustee for the tax-exempt bonds issued for 
the benefit ofthe company by the HCIDA and PCIDA that the company has elected to purchase in lieu ofredemption the $75 million PClDA Solid Waste Disposal 
Revenue Refunding Bonds (Tampa Electric Company Project) Series 2007, and the $125.8 million HClDA Pollution Control Revenue Refunding Bonds (Tampa 
Electric Project) Series 2007 A, Band C, on Mar. 26,2W8, which is an interest payment date. The company does not intend to extinguish or cancel the bonds upon 
such purchase. 

With respect to the company's remaining tax-exempt auction rate bonds, the $86.0 inillion HCIDA Pollution Control Revenue Refunding Bonds (Tampa Electric 
Company F'ro.iect), Series ZWh, the company plans to conven such bonds on or after Mar. 19,2008 lo a fined-rate mode pursuant to the terms ofthe Loan and Tmst 
Agreement goveming those bonds. which allows for their conversion from an iluction rate mode to other interest rate modes. 

Because the auction rates reset every 7 days for $191.8 inillion ofthese bonds, and every 35 days for $95.0 million, management determined that it  would not be 
reasonable or practical to remeasure the fair value as of the date afthis repon. hut that the values could be different than the amount included in the fair value disclosure 
in the Consolidated Statements of Cspltalirstion 
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Item 9A. CONTROLS AND PROCEDURES. 

T K O  Energy, Inr, 

Conclusions Regarding Effectiveness of Disclosure Controls and Procedures. 

TECO Energy’s management. with the participation of its principal executive officer and principal financial officer, has evaluated the effectiveness of TECO 
Energy’s disclosure controls and procedures (as such term is defined in Rules 13%-I S(e) and 1Sd-1 Sic) under the Securities Exchange Act of 1934, as amended (the 
“Exchange Act”)) as of the end ofthe period covered by this annual repon (the “Evaluation Date”). Based on such evaluation. TECO Energy’s principal executive 
officer and principal financial officer have concluded that. as ofthe Evaluation Date, TECO Energy’s disclosure  control^ and procedures are effective. 

Management’s Report on Internal Control over Financial Reporting. 

TECO E n e w ’ s  Management’s Repon on lntemal Control Over Financial Reponing is on page 2 of this repon. 

TECO Energy. Inc.’s intemal c~ntrol  Over financial reponing as ofDec. 3 I ,  2007 has been audited by PricewaterhouseCoapen LLP, an independent registered 
cenified public accounting f i n .  as stated in theirrepon which is on page 3 of this repon. 

Because of its inherent limitations, intemal c~nfrul  over financial reponing may not prevent or detect misstatements. A cmtiol system. no ma tm how well 
designed and operated, can provide only reasonable assurance with respect to financial statement preparation and presentation. Projections of any evaluation of 
elfectiveness to future periods are subject to the risk that controls may become inadequate because ofchanges in conditions. or chat the degree of compliance with the 
policies or procedures may deteriorate 

Changes in Internal Control over Financial Reporting 

Rere was no change in TECO Energy’s intemal control over financial reponing (as defined in Rules 138-1 5(0 and 1Sd-I 5(0 under the Exchange Act) 
identified in connection with the evaluation ofTECO Energy’s intemal controls that occulred during TECO Energy‘s last fiscal quaner that has materially alktected, or 
is reasonably likely to materially affect, such controls. 

Tampa Elerbir Company 

Conclusions Regarding Effectiveness of  Disclosure Controls and Procedures. 

Tampa Electric Company’s management, with the participation of its principal executive officer and principal financial offker, has evaluated the effectiveness of 
Tampa Electric Company’s disclosure controls and procedures (as such temi is defined in Rules i 3a-I S(e) and ISd-IS(e) under the Securities Exchange Act of 1934, as 
amended (the “Exchange Act”)) as ofthe end ofthe period covered by this annual repon (the “Evaluation Date”). Based on such evaluation, Tampa Electric Company’s 
principal executive officer and principal financial officer have concluded that, as of the Evaluation Date, Tampa Electric Company’s disclosure controls and procedures 
are effective. 

Management’s Report on Internal Control over Financial Reporting. 

Tampa Electric Company Management’s Report on lntemal Control Over Financial Reponing is on page 63 ufthis repon 

This annual repon doer not include an aftesiation repon of PiicewaterhouseCoopers, LLP regarding Tampa Electric Company’s intemal control over financial 
reporting. Management’s repon was not subject to attestation by PricewaterhouseCwpen pursuant to temporaly d e s  of the Securities and Exchange Commission that 
permil the company to provide only management’s report in this annual repon. 

Because of its inherent limitations, internal control over financial Tepming may not prevent or detect misstatements. A control system, no matter how well 
designed and operated. can provide only reasonable assurance with respect to financial statement preparation and presentation. Projections of any evaluation of 
effectiveness to future periods are subject to the risk that con~rols may become inadequate because of changes in conditions, or that the degree ofcompliance with the 
policies or prucedures may deteriorate. 

Changes in Internal Control over Financial Reporting. 

There was no change in Tampa Electric Company’s intemal control over financial reponing (as defined in Rules l3a-I 510 and 156-1 S(0 under the Exchange 
Act) identified in connection with the evaluation of Tampa Electric Company’s intemal controls that occurred during Tampa Electric Company’s last fiscal quaner that 
has materially nlTectected, or is reasonably likely to materially affect, such c~ntrols. 
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Item 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES. 

(a) Cenain Documents Filed as Pan ofthis Form IO-K 

I .  Financial Statements 

TECO Energy, Inc. Financial Statements - See index on page 1 

Tampa Electnc Company Financial Statements - See index on pagc 62 

2. Financial Statement Schedules 

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

TECO Encrby, Inc. Schedule II ~ page 100 

Tampa Electric Company Schedule I1 -page IO1 

3. 

The exhibits filed as pan of this Form I O W A  are listed on the Exhibit Index immediately preceding such Exhibits, The Exhibit lndcx is incorporated herein by 
reference. 

The financial statement schedules filed as p"rt of the Ongindl Form IO-K are listed in paragraph (a)(2) abave, and are contained in the Onginal Form IO-K. 

Exhibits - See index beginning on page 206 of the Onginal Form 10-K, as supplemented by the index on page IO3 of this repon. 

(b) 

IC) 

All orher schedules and exhibits no1 indicated above are contained in the Original Form IO-K. 
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SCHEDULE I X O N D E N S E D  PARENT COMPANY FINANCIAL STATEMENTS 

T E C O  ENERGY, INC. 
PARENT COMPANY O N L t  

Condensed Balance Sheets 

Der. 31, Dm. 31, 
200, 2006 

ASWLS 
Current assets 

Cash and cash equivalents 
Restricted cash 
Advances lo  affiliates 
Accounts receivable from affiliates 
Accounts receivable 
Interest receivable from affiliates 
Other curcent assets 

Total current assets 
Property, plant and equipment 

Properly, plant and equipment 
Accumulated depreciation 

Total property, plant and equipment 
other assets 

Investment in subsidiaries 
Deferred income taxes 
Other assets 

Total other assets 
Total assets 
LhbiUrirswtddeqpifd 
Current liabilities 

Long-term debt, current 
Accounts payable to aftiliates 
Accounts payable 
Margin call collaterai 

Taxes accrued 
Advances from affiliates 
Other current liabilities 

Interest payable 

Total c ~ m n t  liabilities 
Other liabilities 

Long-term debt-others 
Other liabilities 

Total other liabilities 
Capital 

Common equity 
Additional paid in capital 
Retained eamings (deficit) 
Accumulated other comprehensive income 
Common equity 

Total liabilities and capital 
Total capital 

The accompanying notes are an integral pan ofthe condensed financial statements. 
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6 99.8 $ 402.3 
7.3 7.1 

395.8 377.7 
4.4 5.2 

0.2 
2.3 I .9 
- 

I .2 5.8 
510.8 800.2 

0.7 0.5 
(0.1) ce.1, 
0.6 0.4 

2.637.0 2,403.1 
782.2 912.1 

3.2 16.7 
3,422.4 3,331.9 

5 3,933.8 5 4,132.5 

6 -  6 371.4 
I .n 

11.4 
I .3 
6.6 

42.3 
5.0 20 5 
3.8 

1,416.9 358.8 
4.4 0.5 

~ 

~ 

1,484.8 759.1 

404.1 1,600.8 
12.3 21.2 

416.4 1,622.0 

210.9 209.5 
1,489.2 1.466.3 

334.2 83.7 
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SCHEDULE I X O N D E N S E D  PARENT COMPANY FINANCIAL STATEMENTS 

Condensed Statements of Income 

Furfheyrsrsmdrd Dcc.31, 
(millium) 

RWenWS 
Expenses 

Administrative and general expenses 
Other ~ ~ X C S  

Transaction costs related to sale ofbusiness 
Depreciation and amortization 
Restructuring charges 

Tutal expenses 
Income from operations 

Loss on debt exlinguishment 
Other income 
Earnings from investments in subsidiaries 

Interest income (expense) 
Interest income 

Affiliates 
Others 

Othen 
Total interest expense 

Income before income IPXW 

Benefit for income tam 
Net Income 

Interest expense 

1007 

$ -  

5.1 
0.9 

27.1 
0.4 

34.1 
(34.1) 

(32.9) 
1.4 

504.6 

- 

27.3 
9.3 

(I 21.3) 
(84.7) 
354.3 

(5x3) 
16 413.2 

The accompanying notes are an integral part of the condensed financial statements. 
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2006 

6 -  

6.8 
~ 

- 
~ 

- 
6.8 

(6.81 

(2.5) 

319.4 
- 

23.1 
20.3 

(148.7) 
(105.3) 
204.8 

(41.5) 
S 246.3 

1005 

$ -  

10.1 

0.1 
10.2 

(10.2) 

(74.2) 

433.6 

36.8 
9.6 

(1667) 
( I  20.3) 
228 9 

(45.6) 
$ 214.5 - 
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SCHEDULE I X O N D E N S E D  PARENT COMPANY FINANCIAL STATEMENTS 

TECO ENERGY, INC. 
PARENT COMPANY ONLY 

Condensed Statements of Cash Flows 

Porll8ryrors mdcdDer. 31, 
<",llllO"S) 

Cash flows fmm oprnting activities 
Cash flows from investing activities 

Restricted cash 
Capital expenditures 
Investment in subsidiaries 
Dividends from subsidiaries 
Net ehangc in affiliate advances 
Other non-current investments 

Cash flaws h m  investing activities 
Cash flows from financing activities 

Dividends to shareholders 
Common stock 
Proceeds From long-term debt 
Repayment of long-term debt 
Debt exchange premium 
Equity conmct adjustment paynenls 

Cash flows used in financing activities 
Net (decrease) Increase in cash and cash equivalents 

Cash and cash equivslcnts at beginning of period 
Cash and rash equivalents PI end of period 

200, 
$ 56.8 

(0.2) 
(0.1) 

(67.8) 
338.7 
166.7 
42.3 

479.6 

(163.0) 
14.0 

(668.7) 
- 

(21.2) 
~ 

(838.9) 
(302.5) 

402.3 
$ 99.8 

2006 

s 10.2 

0.1 
~ 

(43.3) 
282.3 
75.4 

314.5 
~ 

(158.7) 
12.5 

(I 06.2) 
- 

- 
- 

(252.4) 
72.3 

330.0 
16 402.3 

2005 

s (59.9) 

(0.3) 
~ 

- 
275.6 
189.7 
- 

465.0 

(157.7) 
196.4 
297.8 

(480.0) 
- 
(2.0) 

(145.5) 
259.6 

70.4 
16 330.0 

The accompanying notes are an integral pan ofthe condensed financial sliltements 
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SCHEDULE I X O N D E N S E D  PARENT COMPANY FINANCIAL STATEMENTS 

TECO ENERGY, INC. 
PARENT COMPANY ONLY 

Notes to Condensed Financial Statements 

1. Basis of Presentation 

TECO Energy, Inc., on a stand alone basis, (the parent company) has accounted for majority-owned subsidiaries using the equity basis of accounting. These 
financial statements are presented on a condensed basis. Additional disclosures relating to the parent company financial sfalements are included under the TECO 
Energy Notes to Consolidated Financial Statements , which information is hereby incorporated by reference. 

The use of estimates is inherent in the preparation of financial statements in accordance with generally accepted accounting principles. Actual results could differ 
from those estimates. Cenain prior year amounts were reclassified to confonn to the current year presentation. 

2. Long-term Obligations 

In connection with debt tender and exchange transactions, $32.9 million ofpremiums and fees were expensed and are included in "Loss on debt extinguishment" 
on the Condensed Parent Income Statement for the year ended Dec. 3 I ,  2W7. See Note 7 to the TECO Energy Consolidated Financial Statements for a description 
and details oflong-tenn debt obligations of the parent company. 

3. Commitments and Contingencies 

See Note 12 IO the TECO Energy Consolidated Financial Statements for a description of all material contingencies and guarantees outstanding of the parent 
C0mpZt"Y. 

4. Derivatives and Hedging 

At Mc. 31, 2007. TECO Energy had a "Crude oil oplions receivable, nel" asset totaling $78.5 million for transactions that were not designated as either a cash 
flow or fair value hedge. Xihis balance includes the full settlement value ofthe cmde oil options of$120.8 million, offset by the $42.3 million of margin call c~llateral 
collected. (See Note 2 .  New Accounting PronouncementsOffsetting Amounts Related to Cenain Canlracts and Note 21 , Derivatives and Hedging, Io the TECO 
Energy Consolidated Financial Statements. ) 

5. Sale of TECO Transport 

On Dec. 4.2007, TECO Diversified, Inc., a wholly-owned subsidialy ofthe company, sold its entire interest in TECO Trdnspon Copra t ion  for cash to an 
unaffiliated investment group. In connection with this sale. TECO Energy Parent Only incurred transaction-related charges of $27.1 million. 
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SCHEDULE 11-VALUATION AND QUALIFYING ACCOUNTS AND RESERVES 

TECO ENERGY, INC 

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

(millions) 

Allowance for Uncollectible AccwntS: 
2007 
2006 
2005 

(1) Wrile-offof individual bad debt accounts 

P.)"" & Bslanc'r sl Bslance 81 Additions 
Beginning Charged to Other DCdduCfiO"8 End o f  
of Period lnrome Charre, Prriod 

~ $ 4.6 $ 6.8 $ 16 8.1 $ 3.3 
$ 6.9 S 6.9 $ - $ 9.2 $ 4.6 
$ 8.0 $ 7.0 $ $ 8.1 16 6.9 ~ 
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SCHEDULE 11-VALUATION AND QUALIFYING ACCOUNTS AND RESERVES 

TAMPA ELECTRIC COMPANY 
VALUATION AND QUALIFYING ACCOUNTS AND RESERVES 

For the Years Ended Dee. 31,2007,2006 and 2005 
(millions) 

Allow~nre for Uneolleetible Accounls: 
2007 
2006 
2005 

Write-off of individual bad debt ~ C C O U ~ I S  ( I )  

Balance at 
UCFi""i"8 
or Prriud 

$ 1.2 
$ 1.3 
16 1.0 

P a p " &  u.lnnrr a, Additions 

Chnrgrd to Otk. Deductions End of 
1ncume Cbaqes Period 

$ 6.8 5 $ 6.6 $ 1.4 

5 6.X $ - $ 6.5 5 1.3 

~ 

$ 6.3 $ - $ 6.4 $ 1.2 
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SIGNATURES 

Pursuant to the requirements ofthe Seeunties Exchange Act of 1934, the registrant has duly caused this repon to be signed on its behblfby the undersigned 
hereunto duly authorized. 

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

Is1 G. L. GILLETTE 
G. L. GILLETTE 
Senior Vice President-Finance and Chief Financial Officer (Principal Financial 
Officer) 

SIGNATURES 

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

Date: March 1,2008 TAMPA ELECTRIC COMPANY 
(Registrant) 

Is/ C. L. GlLLElTE 
G. L. GILLETTE 
Senior Vice President-Finance and Chief Financial Officer (Principal Financial 
Officer) 
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31.2 

31.3 
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32.1 

32.2 

INDEX TO EXHIBITS 

Table  of Contents 

(I) This certification accompanies the Annual Report on Form IO-K and is not filed as pan of it. 

Consent of Independent Registered Certified Public Accounting Firm ~ TECO Energy, Inc. 
Consent of Independent Registered Certified Public Accounting Finn - Tampa Electric Company 

Certification ofthe Chief Executive Officer of TECO Energy, Inc. pursuant to Securities Exchange Act Rules 13a-I4(a) and 15d-l4(a) as adopted pursuant to 
Section 302 ofthe Sarbanes-~xley Act 0f2002. 

Cmification ofthe Chief Financial Otficer o f  TECO Energy, Inc. pursuant to Securities Exchange Act Rules l3a-14(a) and I5d-14(a) as adopted pursuant to 
Section 302 ofthe Sarbanes-Oxley Act of2002. 

Cenification of the Chief Executive Officer OfTampa Electric Company pursuant to Securities Exchange Act Rules 13a-l4(a) and 15d-l4(a) as adopted 
pursuant to Section 302 ofthe sarbanes-o~iey ACI 0f2nn2. 

Certification ofthe Chief Financial Officer ofTampa Electric Company to Securities Exchange Act Rules 13a-I4(a) and 15d-I4(a) as adopted pursuant to 
Section 302 ofrhe Sarbanes-Onley Act 0fzn02. 

Cmification of the Chief Executive Officer and Chief Financial Officer of TECO Energy, Inc. pursuant to 1 R U.S.C. Section 1350 as adopted pursuant to 
Section 906 ofthe Sarbanes-Oxley Act of2002. ( I )  

Certification ofthe Chief Executive Officer and Chief Financial Officer ofTampa Electric Company pursuant to I 8  U.S.C. Section 1350 as adopted pursuant to 
Section 906 ofthe Sarbanes-Oxley Act of2002. ( I )  
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Exhibit23.1 

CONSENT OF INDEPENDENT REGISTERED CERTIFIED PUBLIC ACCOUNTING FIRM 

We hereby consent 10 the incorporation by reference in the Registration Statements on Fonn S-8 (Nos. 333-02563, 333-25563,333-60776 and 333-1 15954), and on 
Form S-3 (Nos. 333-83958,333-102018 and 333.132243) of TECO Energy, Inc. and its subsidiaries of our repon dated Februav 27,2008 relating to the financial 
Slatements, financial staleinen1 schedules and the effectiveness of intemal control over financial reponing, which appears in this Form IO-KIA. 

Is/ PncewaterhouseCoopen LLP 
Tampa, Flonda 
February 27,200X 
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Exhibit 23.2 

CONSENT OF INDEPENDENT REGISTERED CERTIFIED PUBLIC ACCOUNTING FIRM 

We hereby consent 10 the incorporation by reference in the Registration Stalemenis on Fom S-3 (Nus. 333-55090,333-91602 and 333-132213-01) of Tampa Electric 
Company and its subsidiaries ofour repon dated Februaly 27,2008 relating to the financial statements and financial statement schedule, which appears in this Fonn 10- 
KIA.  

1st PncovaterhaureCoopen LLP 
Tampa, Florida 
February 21,2008 
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Exhibit 31.1 

CERTIFICATIONS 

1. Shemill W. Hudson, certify that: 

I. 

2. 

I have reviewed this Amendment No. I to annual report on Fonn IO-WA of TECO Energy, Inc.; 

Based on my knowledge, this report does not contain any untrue sLlteinen1 o f  a material fact or omit to state B material fact necessary to make the statements 
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial infomation included in this report, fairly present in all material respects the financial 
condition, results of operations and cash flows of the registnnt as of, and for, the periods presented in this report: 

Date: March 7,2008 Is/ S. W. HUDSON 
S .  W. HUDSON 
Chainnan ofthe Board, and Chief Executive Officer 
(Principal Executive Officer) 
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Exhibit 31.2 

CERTIFICATIONS 

I, Gordon L. Gillette, certify that: 

I. 

2. 

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

Based on my knowledge, this report does not contain any untme statement o f a  material fact or omit to state a material fact necessary to make the staleiiient~ 
made, in light of the Cimulnstances under which such ~latements were made, not misleading with respect IO the period covered by this report; 

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

Is/ G. L. GILLETTE 
C .  L. GILLETTE 

Date: March 7, 2008 

Executive Vice President and Chief Financial Officer 
(Principal Financial Officer) 
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Exhibit 31.3 

CERTIFICATIONS 

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

I, 

2. 

1 have reviewed this Amendment No. I to annual repon on Form IO-K/A of Tampa Electric Company: 

Based on my knowledge, this repon does not contain any unfme statement of a inaterial fact or omit to sfate a material fact necessary to malte the ~fatements 
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this repon: 

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

The rcgistrant's other certifying officer and I are responsible for establishing and mainlaining disclosure controls and procedures (as defined in Exchange Act 
Rules 13a-I5(e) and 15d-lS(e)) and intemal control over financial reponing (8s defined in Exchange Act Rules 13a-15(0 and I5d-l5(0) for the regiswant and 
have: 

a) 

4. 

Designed such disclosure mntrol~ and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that 
material information relating to the registrant. including its consolidated subsidiaries, is inade known to us by others within those entities, particularly 
durlng thc period in which this report is being prepared: 

Designed such intemal fontml over financial reponing, or caused such intemal control over financial reponing to be designed under our supervision, to 
provide reasonable assurance regarding the reliabiliry of financial reporting and the preparation of financial ~tatemenl~ for entemal putposes in accordance 
with generally accepted accounting principles; 

Evaluated the effectiveness of the registrant's disclosure controls and pracedura and presented in this report our conclusions about the effectiveness or the 
disclosure controls and procedures, as of the end ofthe period covered by this repon based on such evaluation; and 

Disclosed in this report any change in the registrant's intemal control over financial reponing that occurred during the registrant's most recent fiscal quarter 
that has niaterially affected, or is reasonably likely to materially affecl, the registrant's intemal control over financial reporting: and 

b) 

c )  

d) 

5 .  The registrant's other certifying officer and I have disclosed, based on our most recent evalaation of intemal control over financial reporting, to the registrant's 
auditon and the audit committee of the registrant's board of directors (or persons performing the equivalent functions): 

a) All significant deficiencies and mrtenal weaknesses in the design or operation of intemal ~ ~ n t i o l  over financial reponing which w e  reasonably likely to 
adversely affect the registmnt's ability to record, process. summarize and repon financial infommtim, and 

Any fraud, whether or not material, that involves management or other employees who have a sigriificant role in the regisaant's intemal control over 
financial reporting. 

b) 

Id S. W. HUDSON 
S. W. HUDSON 

Date: March 7,2008 

Chairman d t h e  Board, and Chief Executive Officer 
(Principal Executive Officer) 
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Wtibit31.4 

CERTlFlCATlONS 

I, Gordon L. Gillette, cenify that: 

I. 

2.  

I have reviewed this Amendment No. 1 to annual repon an Form I O W A  of Tampa Electric Company; 

Based on my knowledge, this report does not contain any untrue staleinen1 ofa  material fact or omit to state a material fact necessary to make the statements 
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report; 

3 .  Based on my knowledge, the financial ~tatements, and other financial infomation included in this repon, fairly present in all material respects the financial 
condition. results of operations and cash flows ofthe registrant as of. and for, the periods presented in this report: 

The registrant's other certifying officer and I are responsible far establishing and maintaining disclosure  control^ and procedures (as defined in Exchange Act 
Kules l3a-l5(e) and 15d-I5(e)) and intemal control over financial reporting (as defined in Exchange Act Rules I3a- l5( f )  and ISd-IS(0) forthe registrant and 
have: 

a) 

4. 

Designed such disclosure ~ontrols and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that 
material infomation relating to the registrant, including its consolidated subsidiaries. is made known to us by others within those entities, panicularly 
during the period in which this repon is being prepared: 

Designed such intemal control over financial reponing. or caused such intemal contml over financial reponing to be designed under OUT supervision, 10 
provide reasonable assurance regarding the reliability of financial reponing and the preparation of financial statemsnts for extemal purposes in accordance 
with generally accepted accounting pnnciples: 

Evaluated the effectiveness ofthe registrant's disclosure ~ ~ n t r o l ~  and procedures and presented in this repon our conclusions about the effectiveness ofthe 
disclosure  control^ and procedures, as of the end ofthe period covered by this report based on such evaluation; and 

Disclosed in this repon any change in the registrant's intemal control over financial reponing that occurred during the registrant's most recent fiscal quarter 
that has materially affected. or is reasonably likely to materially affect, the registrant's intemal control over financisl reponing; and 

b) 

c) 

d)  

5 .  The registrant's ather certifying officer and I have disclosed. based on our most recent evaluation of intemal control over financial reponing, to the registrant's 
auditors and the audit committee of the registrant's board o f  directors (or persons performing the equivalent functions): 

a) All significant deficicncies and material weaknesses in the design or operation of intemal control over financial reponing which are reasonably likely to 
adversely affmt the registrant's ability to record, process, summarize and repun financial infomation; and 

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's intemal control over 
financial reponing. 

b) 

Date: March 7.2008 Id G. L. GILLETTE 
C. L. GILLETTE 
Executive Vice Pmident and Chief Financial Ofticei 
(Principal Financial Officer) 

381 



Exhibit 32.1 

TECO ENERGY, INC 

Certification of Periodic Financial Report 
Pursuant lo 18 U.S.C. Section 1350 

Each ofthe undersigned officers of TECO Energy, Inc. (the "Company") certifies, under the standards set fonh in and solely for the purposes of I K U.S.C. 
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of2002, that, to his knowledge, the Annual Repon on Form 10-KIA of the Company for 
the year ended December 31,2007 fully complies with the requirements of Section l3(a) or 15(d) ofthe Secunties Exchange Act of 1934 and information contained in 
that Fann IO-KIA fairly presents, in al l  material respects, the financial condition and r e ~ u l t ~  ofoperations of the Company. 

Dated: March 7,2008 

Dated: March 7,2008 

/s/ S. W. HUDSON 
S. W. HUDSON 
Chief Executive Officer 

/si G. L. GILLETTE 
G. L. GILLETTE 
Chief Financial Officer 

A signed original of this witten statement required by Section 906, or other document authenticating, acknowledging, or othewise adopting the signature that 
appears in tmed form within the electronic version ofthis witten statement required by Section 906. has been provided to the Company and will be retained by the 
Company and fumished to the Secuntiea and Exchange Commission or its staff upon request. 

The foregoing certification is being fumished to the Securities and Exchange Commission as an exhibit to the Farm IO-KIA and shall not be considered filed as 
pan of the Form LO-WA. 
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Exhibit 32.2 

TAMPA ELECTRIC COMPANY 

Certification of Periodic Financial Report 
Pursuant to 18 U.S.C. Section 1350 

Each ofthe undersigned officers of Tampa Electnc Company (the “Company”) certifies, under the standards set forth in and solely for the pulposes of 18 U.S.C. 
Section 1350, as adopted punuant to Section 906 ofthe Sarbanes-Oxley Act of2002, that, to his knowledge, the Annual Repun on Form IO-WA of the Company for 
the year ended December 31,2007 fully coinplies with the requirements of Section I3(a) or I 5(d) of the Securities Exchange Act of 1934 and information contained in 
that Form IOWA fairly presents, in all inaterial respects, the financial condition and results ofoperations of the Company. 

Dated: March 7,2008 1st S. W. HUDSON 
S. W. HUDSON 
Chief Executive Officer 

Is/ G. L. CILLETTE 
G .  L. GILLETTE 

Dated: March 7,2008 

Chief Financial Officer 

A signed original of this witten statement required by Section 906, or other document authenticating, acknowledging, or otherwise adopting the signature that 
appears in typed fonn within the demonic  version of this written statement required by Section 906. has been provided to the Company and will be retained by the 
Company and furnished to the Securities and Exchange Commission or its staff upon request. 

f i e  foregoins certification is being furnished to the Securities and Exchange Commission as an exhibit to the Foml IO-KIA and shall not be considered filed as 
pan of the Fornt IO-KIA. 

Created by 10KWizard www.lOKWizard.comSource: TAMPA ELECTRIC CO, 10-WA, March 07,2008 
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UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON, D.C. 20549 

FORM 10-Q 

IXl QUARTERLY REPORT PURSUANT TO SECTION 13 OR 1S(d) OF THE SECURITIES EXCHANGE ACT OF 1934 

For the quarterly period ended June 30,2008 

OR 

0 TRANSITION REPORT PURSUANT TO SECTION 13 OR lS(d) OF THE SECURITIES EXCHANGE ACT OF 1934 

For the transition period from to 

Conmiiiion File No. 
1-8180 

1-5007 

(a Florida corporation) 
TECO Plaza 

702 N. Franklin Street 
Tampa, Florida 33602 

(813) 228-111 1 

I.RS. Employer 
Idcnfii,ir.tion Number 

59-2052286 

59-0475140 TAMPA ELECTRIC COMPANY 
(a Florida corporation) 

TECO Plaza 
702 N. Franklin Street 
Tampa, Florida 33602 

(813) 228-1111 

Securities registered pursuant to Section 12(b) ofthe Act: 

Titlr of each CISIS 
TECO Energy. Inc. 

Common Stock, $1.00 par value 
Common Stock Purchase Rights 

Name ofrnrh cxhsnyr 00 which rcrintered 

New York Stock Exchange 
New York Stock Exchange 

Securities registered pursuant lo Section 12(g) ofthe Act: NONE 

Indicate by check inark whether the registrams ( I  j have filed all reports required IO be filed by Seetion 13 or l5(dj of the Securities Exchange Act of 1934 during the 
preceding 12 months (or for such shoner period that the registrant was required to file such repons). and (2) have been subject to such filing requirements for the past 
90 days. 

YES IZ NO 0 

Indicate by check mark whether TECO Energy, Inc. is a large accelerated filer, an accelerated filer, a non-accelerated tiler, or a smaller reporting company. See the 
definitions of"large accelerated filer,""accelerated filer" and "smaller reporting company" in Rule i 2b-2 ofthe Exchange Act. 
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Large accelerated filer E3 Accelerated filer 0 Nan-accelerated filer 0 Smaller reporting company 0 

Indicate by check mark whether Tampa Electric Company is a large accelerated filer. an accelerated filer, a non-accelerated filer, or a smaller reporting company. See 
the definitions of”large accelerated filer,” “accelerated filer” and “~maller reporting company” in Rule 12b-2 of the Exchange Act. 

Large accelerated filer 0 Accelerated filer 0 Non-accelerated filer E3 Smaller reporting company 0 

Indicate by check mark whether TECO Energy. Inc. is a shcll company (as defined in Rule 12b-2 of the Exchange Act) 

YES 0 NO 

Indicate by check mark whether Tampa Electric Company is a shell company (as defined in Rule l2b-2 of the Exchange Act). 

YES 0 NO IX 

The number of shares of TECO Energy, lnc.’s common stock outstanding as ofJul. 28,2008 was 212,737,991, As of lul .  28,2008, there were 10 shares of Tampa 
Electric Company’s common stock issued and outstanding, all of which were held, beneficially and ofrecurd, by TECO Energy. Inc. 

Tampa Electric Company meels the conditions set forth in General lnstmction (H) ( I )  (a) and (b) of Form 10-0 and is therefore filing this form with the reduced 
didosure format. 

This combined Form 10-Q represents separate filings by TECO Energy, Inc. and Tampa Electric Company. Information contained herein relaling to an individual 
registrant is filed by that registrant on its o w  behalf. Each registrant makes representations only as to information relating to itselfand its subsidiaries. 

Page I of 55 
Index to Exhibits appears on page 55 ,  
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PART 1. FINANCIAL INFORMATION 

Item 1. CONSOLIDATED CONDENSED FINANCIAL STATEMENTS 

TECO ENERGY, INC, 

In the opinion of management, the unaudited consolidated condensed financial Statements include all adjustments that are o f a  recurring nature and necessaly to 
state fairly the financial position of TECO Energy, Inc. and subsidianes as ofJun. 30,2008 and Dec. 31,2007, and the r f f ~ I t s  oftheir operations and cash flows for the 
periods ended Jun. 30,2008 and 2007. The results ofoperations for the three month and six month periods ended Jun. 30,2008 are not necessarily indicative ofthe 
recsuI1s that can be expected for the entire fiscal year ending Dec. 31,2008. References should be made to the explanatory notes affecting the consolidated financial 
Statements contained in Amendment No. I to TECO Energy, Inc.'s Annual Repon on Fun" IO-K for the year ended Dec. 31,2007 and to the notes on pages 9 through 
24 ofthis report. 

INDEX TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS 

PsLcNo. 
3 4  

5-6 

7 

8 

9-24 

Consolidated Cundcnsed Balance Sheets. Jun. 30,2008 and Dec. 31.2007 

Consolidated Condensed Statements of lncmie for thc three month and six month ocriods ended Jun. 30. 2008 and 2007 

Consolidated Condensed Ststemcnls olComorehensivc liimme lor the three month and six mmth Deiiodr endcd Jun. 30.2(IOX and 2007 

Consolidated Condensed Statemem of Cash Flows for the six month oenods ended Jun  30. 2008 and 2007 

Nolcs to Consolidated Condensed Fiiiancisl Statements 

L 
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TECO ENERGY, INC. 
Consolidated Condensed Balance Sheets 

Unaudited 

Asrm 
( m i l i i o ~ ,  excql  for share amounts) 

Current nssets 
Cash and cash equivalents 
Restricted cash 
Shan-term investments 
Receivables. less allowance for uncolleetibles of $3.9 and $3.3 at Jun. 30,2008 and Dec. 31,2007, respectively 
Crude oil options receivable. net 
Inventories, at average cost 

Fuel 
Materials and supplies 

current regulatory assets 
Current derivative assets 
Prepayments and other current assets 
Income tax receivables 

Toral current assets 

Property, plsnt and equipment 
Utility plant in service 

Electric 
Gas 

Construction work in progress 
Other properly 
Pmpeny, plant and equipment 
Accumulated depreciation 

Total property, plant and equipment, net 
Other assets 

Defmed income taxes 
Other investments 

Long-term derivative assets 
Investment in unconsolidated affiliates 
Goodwill 
Deferred charges and other assets 

Long-term regulatory assets 

Total other assets 

Tots1 assets 

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

3 

Jun 30, 
znn8 

6 171.8 
7.5 
2.4 

330.8 
~ 

92.6 
69.3 

138.5 
142.8 
25.1 
0.2 

981.0 

5,388.4 
935.0 
365.9 
348.6 

7,037.9 
(2,028.6) 
5,009.3 

384.8 
22.0 

184.5 
24.8 

269.2 
59.4 

118.6 
1,063.3 

S 7053.6 A 

D e .  31, 

zun7 

$ 162.6 
7.4 

295.9 
78.5 

85.8 
68.2 
67.4 
0.3 

23.0 
0.7 

789.8 

5,275.2 
917.4 
364.8 
336.4 

6,893.8 
(2,005.6) 
4,888.2 

424.9 
22.9 

186.8 
I .9 

275.5 
59.4 

115.8 
1,087.2 

$ 6,765.2 - 
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TECO ENERGY, INC. 
Consolidated Condensed Balance Sheets - continued 

Unaudited 

Liabilitiex and Capiml 
(millhns, exrep, for shnm m"W 
Current liabilities 

Long-term debt due within one year 
Recoune 
NO"-reCO"rse 

Notes payable 
Accounts payable 
Customer deposits 
Current regulatov liabilities 
C u m 1  derivative liabilities 
Interest accrued 
Taxes accrued 
Other current liabilities 

Total current liabilities 
Other liabilities 

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

Recourse 
No"-recourse 
Total other liabilities 

Commitmenk and contingencies (see Note 10) 

Capital 
Common equiiy (400.0 million shares authorized, par value 61; 212.7 million shares and 210.9 million shares outstanding at Jun. 

Additional paid in capital 
Retained earnings 
Accumulated other comprehensive loss 
Total capital 

30,2008 and DK. 31,2007, respectively) 

Total liabilities and capital 

The aCC0nlpa"ying notes are an integral part of the consolidatcd condensed financial statements. 

4 

$ 5.1 
I .4 

356.6 
142.9 
174.8 

41.1 
48.4 

- 

- 

15.3 
792.8 

11 2 
611 1 

0 4  
39s 3 

3.204 4 
7.1 

4,233.1 

212.7 
1,512.9 

332.9 
(30.8) 

2,027.7 
$ 7,053.6 

Dec. 31, 

2007 

$ 5.1 
I .4 

25.0 
302.1 
138.1 
35.4 

32.1 
33.2 

26.0 

18.0 
617.6 
- 

12.2 
582.7 

0.1 
377.2 

3,149.4 
9.0 

4,130.6 
- 

210.9 
1,489.2 

334.1 
(17.2) 
2,017(1 
$ 6,765.2 - 
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TECO ENERGY, INC. 
Consolidated Condensed Statements of Income 

Unaudited 

fmillionr, < x c q  Der S h m r  ""W 
RW.Z""U 

Regulated electric and gas (includes franchise fees and p o s s  receipts taxes of $27.6 in 2008 and 527.0 in 2007) 
Unregulated 

Total revenues 

Regulated operations 
Expenses 

Fuel 
Purchased power 
Cost of natural gas sold 
Other 

Mining related costs 
Waterborne tranSpoItation costs 
Other 

operation other expense 

Maintenance 
Depreciation and amonization 
Taxes, other than income 
Transaction related costs 

Total expenses 
Income from operations 
Other income 

Allowance for other funds used dunng construction 
Other income 
Income from equity investments 

Total other income 
Interest charges 

Interest expense 
Allowance for borrowed funds used during construction 

Total interest charges 
Income hefore provision for income taxes 
Pmvision for income taxes 
Income before minority interest 
Minonty interest 
Income from continuing operations 
Diseoatinued operations 

Income tax benefit 
Total discontinued operations 

Net income 
Average common shares outPtlnding - Basic 

Earnings per share from continuing operations - Basic 
~ Diluted 

Earnings per share from discontinued operations - Basic 

Earnings per share -Basic 

Dividends paid per common share outstanding 

-Diluted 

-Diluted 

-Diluted 

Three munlhi ended Jun. 30. 
2008 2007 

5 7M.0 
157.2 
887.2 

176.2 
115.9 
133.8 
71.9 

116.8 

5.6 
45.6 
64.9 
54. I 

784.8 

- 

- 

102.4 

I .7 

21.6 
27.3 

56.6 

55.9 
73.8 

4.0 

(0.7) 

22.4 
51.4 
- 
51.4 

- 
5 51.4 

212.1 
16 0.24 

210.4 

$ 0.24 

- $ 
$ 0.24 
5 0.24 
$ 0.20 

5 bR7.5 

866.5 
179.0 - 

__ 

207.3 
69.5 
92.5 
68.4 

1w.0 
54.3 
4. I 

47.4 
66.8 
55.0 
13.5 

778.8 
87.7 

1.1 
22.6 
18.7 
42.4 

66. I 

65.7 
M.4 
25.3 
39.1 
20.3 
59.4 

(14.3) 
14.3 

6 13.7 

__ 

___ 

- 

(04) 

- 

- 
208.9 
210.0 

$ 0.28 
$ 0.28 
$ 0.07 

__. 

__ 
$ 0.07 
$ 0.35 
$ 0.35 - 
$ 0.195 - 

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

5 
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TECO ENERGY, INC. 
Consolidated Condensed Statements of Income 

Unaudited 

Sir manlhr mdedJun. 30, 

(millto"s, errsppe,  Shnre lrmavnn, 20U8 
RP"e""e5 

Regulated electric and gas (includes franchise fees and gross receipts taxes of $54.0 in 2008 and $54.0 in 2W7) $ 1,370.2 
Unregulated 308.7 

Total revenues 1 h7IL.a 

Expenses 
Regulated operations 

Fuel 
Purchased power 
Cost of natural gas sold 
Other 

Mining related costs 
Waterbome transponation costs 
Other 

Operation other expense 

Maintenance 
Depreciation 
Taxes. other than income 
Transaction related costs 

Total expenses 
Income from operations 
Other income 

Allowance for other funds used during construction 
Other income 
Income from equity investments 

Total other income 
Interest charges 

interest expense 
Allowance for borrowed funds used during constmction 

Total interest charges 
Income before provision for income taxes 
Provision far income taxes 
Income before minority interest 
Minority interest 
Income from continuing operations 
Diswotimued operations 

Income tax benefit 
Total discontinued operations 

Net income 
Average common sharer outstanding- Basic 

Earnings per share from continuing operations- Basic 
-Diluted 

Earnings per share from discontinued apentions - Basic 

Earnings per share - Basic 

Dividends paid per common share outstanding 

~ Diluted 

- Diluted 

-Diluted 

339.8 
197.8 
252.8 
143.2 

224.0 

9.9 
91.6 

129.9 
109.0 

__ 

0.9 
1,498.9 

180.0 

3.0 
9.3 

39.0 
51.3 

114.8 
2) 

113.6 
117.7 
35.5 
82.2 
- 
82.2 

- 
- 

$ 82.2 
210.1 
211.6 

$ 0.39 
$ 0.39 
$ 
$ 
$ 0.39 

- 
~ 

5 0.39 
$ 0.395 

2007 

$ 1,328.1 
359.7 

1,687.8 

396.4 
123.1 
200.2 
126.0 

194.5 
109.0 

1.6 
96.4 

138.4 
113.8 
16.3 

1,521.7 
166.1 

2.8 
14.5 
34.9 

112.2 

133.9 
(1.1) 

132.8 
145.5 
57.1 
88.4 
43.8 

132.2 

(14.3) 
14.3 

$ 146.5 
208.8 
209.7 

$ 0.63 
$ 0.63 
S 0.07 
$ 0.07 
$ 0.70 
16 0.70 
16 0.385 

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

6 
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TECO ENERGY, INC. 
Consolidsled Condensed Statements of Comprehensive Income 

Unaudited 

fmillionsJ 

Net inmme 
Other comprehensive income (loss), net of tax 

Net unrealized gains (losses) on cash flow hedges 
Amortization of unrecognized benefit costs 
Recognized benefit corn due to cunailment 
Change in benefit obligations due to remeasurement 
Unrealized loss an available-for-sale securities 

Other comprehensive (loss) income, net of tan 
Comprehensive income 

2008 2007 

$ 51.4 $ 73.7 

3.9 0.6 
(0.1) 0.7 

4.1 
(1.3) 

- 
~ 

- - 
3.8 4.1 

$ 55.2 $ 77.8 

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

7 

SU munfhs ended J u r  30, 

2008 2007 
F 82.2 $ 146.5 

(2.1) 2.5 
0.3 1.1 

4.1 - 
(10.8) ( 1 . 3 )  - (1.0) 

(13) 6.4 
16 68.6 16 152.9 - 
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TECO ENERGY, INC. 
Consolidated Condensed Statements of Cash Flows 

Unaudited 

f!"illi"",J 
Cash flows from operating activities 

Net income 
Adjustments to reconcile net income to net cash from operating activitim: 

Depreciation and amortization 
Defmd income taxes 
Investment tar credits, net 
Allowance for funds used during construction 
Non-cash stock compensation 
Gain on a l e  of businesslassets. pretax 
Equity io eamings of unconsolidated affiliates, net of cash distributions on eamings 
Minority interest 
Derivatives marked-to-marker 
Deferred recovery clauses 
Receivables, less allowance for uncollectibles 
Inventories 
Prepaynients and other cumnt assets 
Taxes aCcNed 
lniocst accrued 
Accounts payable 
Other 

Cash flows from operating activities 
Cash flows from investing activities 

Capital expenditures 
Allowance for funds used during constmction 
Net (settlement) proceeds from sale of  businesdassets 
Distributions from unconsolidated affiliates 
Other inveslment~ 

Cash flows used in investing activities 
Cash flow from financing activities 

Dividends 
Proceeds from the sale of common stock 
Proceeds from long-term debt 
Repayment of long-term dcbtmurchase in lieu of redemption 
Minoriry interest 
Net decrease in shon-term debt 

Cash flows used in financing activities 
Net increase (decrease) in essh and cash equivalents 
Cash and cash equivalenk s t  beginning of period 
Cash and ensh equivdenk at end O f  period 

s 82.2 

129.9 
39.7 
(1.0) 
(3.0) 
6.1 

- 
- 

(92.4) 
(34.0) 
(7.9) 
(2.1) 
15.7 
I 5.0 
76.9 
21.3 

238.5 

(265.7) 
3.0 

(7.3) 
13.2 
76.2 

(ixn.6) 

(83.5) 
20.0 

327.9 
(288.1) 

(25.0) 

9.2 
162.6 

$ 171.8 

- 

(48.7) 

$ 146.5 

138.4 
37.6 

(2.8) 
1.4 

(44.5) 
(13.9) 
(43.8) 
(12.3) 
26.7 

7.1 
(66.7) 

45.7 

(21.4) 
32.6 

233.7 

(272.1) 
2.8 

45.5 

(1.3) 

(2.4) 

0.8 

14.0 
(46.2) 
( 2 5 6 . 0 )  

(80.8) 

321.0 
(447.8) 

(48.u) 

8.4 

47.8 

(199.4) 
(221.7) 
441.6 

$ 219.9 

~ 

- 
- 

The accompanying notes are an integral pan of the consolidated condensed financial ~talenients 

8 
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T E C O  ENERGY, INC. 
NOTES T O  CONSOLIDATED CONDENSED FINANCIAL STATEMENTS 

UNAUDITED 

1. Summary of Significant Accounting Policies 

The sibmificanr accounting pllicies for both utility and diversified operations include: 

Principles of Consolidntion and Basis of Presentation 

The consolidated condensed financial Statements include the accounts of TECO Energy, Inc., its majority-owned and controlled subsidiaries, and the accounts of 
variable interest entities for which it is the primary beneficiary (TECO Energy or the company). All significant intercompany balances and intercompany transactions 
have been eliminated in consolidation. Generally, the equity method of accounting is used to account for inveStmentS in partnerships or other arrangements in which 
TECO Energy is not the primary beneficiary but we are able to exert significant influence. In the opinion of management, the unaudited consolidated condensed 
financial statements include all adjustments that are of a realring naNre and necessary to state fairly the financial position of TECO Energy, Inc. and subsidiaries as of 
Jun. 30,2008 and Dec. 3 I, 2007. and the results of operdtions and cash flows for the periods ended Jun. 30,2008 and 2007. The resultS ofoperations for the three 
month and six month periods ended Jun. 30,2008 are not necessarily indicative of the results that can be expected for the entire fiscal year ending Dec. 31,2008. 

The use of estimates is inherent in the preparation of financial statements in accordance with generally accepted accounting principle (GAAP). Actual results 
could differ from these estimates. The year-end condensed balance sheet data was derived from audited financial statements, however this quarterly repon on Form 10- 
Q does not include all year-end disclosures required for an annual repon on Form 10-K by GAAP in the United States of America. 

Revenues 

As of Jun. 30,2008 and Dec. 31,2007, unbilled mvenues of $52.3 million and $46.6 million. respectively. are included in the "Receivables" line item on the 
Consolidated Condensed Balance Sheets. 

Cash Flows Related to Derivatives and Hedging Activities 

The company classifies cash inflows and outflows related to derivative and hedging instmments in the appropriate cash flaw sections associated with the item 
being hedged. In the case of heating oil swaps t b l  are used to mitigate the fluctuations in the price of diesel fuel, the cash inflows and outflows are included in the 
operations section. For natural gas and ongoing interest rate swaps, the cash inflows and outflows are also ty&lly included in the operating section. For interest rate 
swaps that ~et t le  coincident with the debt issuance, the cash inflows and outflows are treated as premiums or discounts and included in the financing section of the 
Consolidated Condensed Statements ofcash  Flows. For the year ended Dec. 31,2007, crude oil options that protected the cash flaws related to the sales of investor 
interests in the synthetic fuel production facilities were included in the investing Section. 

Other Income and Minority Interest 

In 2007. TECO Energy eamed a ponion of its income indirectly through the synthetic fuel operations at TECO Coal. At Jun. 30,2007, TECO Coal had sold 
ownership interests in the synthetic fuel facilities to unrelated third-party investors equal to 9RX. These investors paid for the purchase ofthe ownership interests as 
synthetic fuel was produced. The payments were based on the amount ofpmduction and sales of synthetic fuel and the related underlying value of the tax credit, which 
was subject to potential limitation based on the price ofdamet ic  crude oil. These payments were recorded in "Other income" in the Consolidated Condensed 
Statements of Income. Additionally, the outside investors made payments towards the cost ofproducing synthetic fuel. These payments were reflected as a benefit 
under "Minwity interest" in the Consolidated Condensed Statements of Income and comprised the majority of that line item. The synthetic fuel operations were 
terminated on Dec. 31,2007 concurrent with the termination of the tan credit program. 

For the six month pericd ended Jun. 30,2008, "Other income" included the final adjustment of $0.9 million to the 2007 inflation factor applied to the tax credit 
available an the production of synthetic fuel in 2007. For the three month and six month periods ended lun. 30,2007, "Other income" reflected an estimated phase-aut 
ofapproximately 19%, or 1612. I million and $1 8.7 million. respectively, reducing the benefit of the underlying value of the tax credit based on an intemal estimate of 
the average annual price ofdomestic crude oil during 2007 

To protect the cash proceeds derived from the sale ofownemhip interests, TECO Energy had in place crude oil options to hedge against the risk ofhigh oil prices 
reducing the value ofthe tax credits related tu the production of Synthetic fuel. These instmments were marked-to-market with fair value gains and losses recognized in 
"Other income" on the Consolidated Statements of Income. For the year ended Dee. 3 I ,  2007, the company recognized gains of1682.1 million on these instruments, 
which were cash settled in January 2008. 
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Purchased Power 

Tampa Electric purchases power on a regular basis to meet the needs of its customers. Tampa Electric purchased power from entitiff not affiliated with TECO 
Energy at a cost of $1 15.9 million and S I  97.8 million for the three months and six months ended Tun. 30, 2008. respectively, compared to $69.5 million and $I 23.1 
million for the three months and six months ended Juo. 30.2007, respectively. Prudently incurred purchased power costs at Tampa Electric have historically been 
recoverable through Florida Public Service Commission (FPSC)-approved cost recovery clauses. 

Accounting for Franchise Fees and Grass Receipts 

The regulated utilities (Tampa Electric and Peoples Gas System (PGS)) are allowed to recover +om customers cenain costs incured through rates approved by 
the FPSC. The amounts included in cu~tomer~ '  bills for franchise fees and gross receipt taxes are included as  revenue^ on the Consolidated Condensed Statements of 
Income. These amounts totaled $27.6 million and $54.0 million, respectively, for the three months and six months ended Jun. 30,2008, compared to 527.0 million and 
$54.0 million, rapectwely, for the three months and six months ended lun. 30,2007. Franchise fees and gross receipt taxes payable by the regulated utilities are 
included as an expense on the Consolidated Condensed Statements of Income in "Taxes, other than income". These totaled $27.6 million and $53.8 million, 
respectively, for the thrce months and six months ended Iun. 30, 2008, compared to $27.0 million and $53.9 million. respectively, for the three months and six months 
ended Iun. 30,2007. 

2. New Accounting Pronouncements 

Determining Whether Instruments Granted in Share-Based Payment Transactions are Participating Securities 

In June 2008. the Financial Accounting Standards Board (FASB) issued FASB Staff Position (FSP) No. ElTF 03-6-1, Detennining Whether Instruments Gmnted 
in Share-Based Payment Transactions Are Participating Securities (FSP ElTF 03-6-1). FSP EITF 03-6-1 requires that the two-class methud earnings per share 
cddat ion include unvested share-based payment awards that contain nom-forfeitable rights to dividends or dividend equivalents, whether the dividend or dividend 
equivalents are paid or nut paid. The guidance in FSP EITF 03-6-1 is effective for fiscal yean beginning after December 15,2008. The company does not believe FSP 
EITF 03-6-1 will be material to its r a u l t ~  ofoperatians, statement ofposition or cash flows. 

Disclosures about Derivative lnstmments and Hedging Activities 

In March 2008, the FASB issued Statement of Financial Accounting Standards (SFAS) No. 161, Disclusures ahour Deviualive Insfmmmls and Hedging 
Aclib,ilies (FAS 161). FAS 161 was issued to enhance the disclosure framework in SFAS No. 133, Acr.r,rmrir,g/urDer,valivr Inrrmmenfs and Hedging Ac1ivilie.s (FAS 
133). FAS I61 requires enhanced disclosures about the purpose of an entity's derivative instruments, how derivative instruments and hedged items are accounted for, 
and how the entity's financial position, cash flows, and performance are enhanced by the derivative inslrumentS and hedged items. The guidance in PAS I 61  is effective 
far fiscal years and interim p a i d s  beginning after No". 15,2008. The company believes that FAS I6 I will be inaterial to its financial statement disclosures and will 
continue to evaluate the impact through its adoption. 

Additionally, in April 2008, the FASB revised Statement 133 Implementation Issues Nos. II and K4 to reflect the enhanced disclosures required by FAS I61 
The company does not believe these revisions will be material lo its results of operations, statement of position or cash flows. 

Statement 133 Implementation Issue E23 

In Janualy 2008, the FASB cleared Implementation Issue Hedgfng - Gmeral: Issua Involving rhe Appkorion gflhe Shnrrcur Mcrhodunder Paragraph 68 
(Issue E23). Issue E23 amends FAS 133, paragraph 68 to include hedged items with trade dates differing from their settlement dates due to generally established 
conventions in the marketplace. This allows companies to assume these commitments have no ineffectiveness in a hedging relationship, thus allowing use of the 
shoncut method for accounting putposes assuming all other conditions within the paragraph are met. 

Issue E23 also allows use of the shortcut method ifthe fair value of an interest rate swap is not zero at inception o f  the hedge as long as the swap was entered 
into at the relationship's inception, there was no transaction price of the swap in the company's principal or most advantageous market, and the difference between the 
swap's fair value and transaction price is due to differing prices within the bid-ask spread between the entry trdnsaction and a hypothetical exit transaction. 

The effective date for Issue E23 is for hedging relationships entered into on or aRer Jan. I ,  2008. The company does not believe Issue E23 will be material to its 
results ofoperations, statement ofposition or cash flows. 

Noncontrolllng Interests in Consolidated Financial Statements 

In December2007, the FASB issued SFAS No. 160. Noncorrrrollib~lnrrls in CowolidwedFinoncialSr~l~m~~ls  (FAS 160). FAS 160 was issued to ilnprove 
the relevance, comparability and transparency of the financial infomatian provided by requiring: ownership interests be presented in the Consolidated statement of 
financial position separate from parent equity; the amount ofnet income attributable to the parent and the noncontrolling interest be identified and presented M the face 
of the consolidated stakement of income; changes in the parent's ownership interest be accounted for consistently; when deconsolidating, that any retained equity 
interest be measured at fair value; and that sufiicient disclosures identify and distinguish between the i n t e ~ ~ l s  ofthe parent and noncontrolling owners. The guidance in 
FAS I60 is effective for fiscal years beginning on or aRer Dee. 15, 2008. The company is currently assessing the impact of FAS 160, but does not believe i t  will be 
material to its results ofoperations, ststemen1 ofposition or cash flows. 
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Business Combinations (Revised) 

In December2007, the FASB issued SFAS No. 141R, Business Comhinorions (FAS 141R). FAS 141R was issued to improve the relevance, representational 
faithfulness, and comparability of infomalion disclosed in financial statements about business combinations. FAS 141 R establishes principles and requirements for 
how the acquirer: I )  recognizes and measures the assets acquired, liabilities assumed and any noncontrolling interest in the acquire; 2) recognizes and measures the 
goodwill acquired: and 3) determines what information to disclose for users of financial stateinents to evalusle the e f f s t s  of the business combination. The guidance in 
FAS 141 R is effective prospectively for any business combinations for which the acquisition date is on or after the beginning of the first annual reporting period 
beginning on or after Dec. 15,2008. The company will assess the impact of FAS 141R in the event it enters into a business combination for which the expected 
acquisition date is subsequent to the required effective &&le. 

A ~ c o ~ n t i n g  for Income Tax Benefits of Dividends on Share-Based Payment Awards 

In June 2007, the Emerging Issues Task Force (EITF) issued EITF Issue No. 06-1 I, Ar.courrling,/or Income Tar Benrfirs "/Dividends on Share-Based Paymenl 
Awards (EITF 06-1 I). EITF 06-1 I states that realized tax benefits resulling from share-based payment awards that enlitle employees to dividends or dividend 
equivalents on non-vested equity shares or lo payments equal to the dividends paid on the underlying shares while the equity option is outstanding and the dividends or 
dividend equivalents should be recorded as additional paid-in capital. Funher, the amount recorded as additional paid-in capital should be included in the pool ofexcess 
tan benefits available to absoh tax deficiencies on share-based payment awards in accordance with FAS 123(R), Accounling,/or Sreck-Based Compenrorion . The 
company is cumntly assessing the impact of EITF 06-1 I ,  but does not believe it will be inaterial to its results of operations, statanent ofposition or cash flows 

Offsetting Amounts Related to Certain Contracts 

In April 2007, the FASB issued FASB StaffPosition (FSP) FIN 39-1. This FSP amends FASB InterpretationNo. 39, O~srrringujAmounrs Relaredru Certain 
Conrrocrs by allowing an entity to offset fair value amounts recognized for the right to reclaim cash collaleral (a receivable) or the obligation to m u m  cash collateral (a 
payable) against fair value  amount^ recognized for derivative instruments executed with the same counterparty under a master netting arrangement. The guidance in this 
FSP is effective for fiscal years beginning after No". 15,2007. The company adopted this FSP effective Jan. 1,2008 and set a policy to offset fair value amounts 
recognized with cash collateral receivcd or cash collaleral paid under inaster netting agreements. At Jun. 30. 2008, the company had received cash collaleral in the 
amount of $0.5 million. 

Fair Value Option For Financial Assets and Financial Liabi I ies 

In Februaly 2007, the FASB issued SFAS No. 159, The Fair Volw Opion,/or Financial Asrelr w d  Finmoiol Liobiliries ~ Iucluding on omendmen! vfFASB 
Srarrmenr No. 115 (FAS 159). PAS I59 permits entities IO choose to measure many financial instmments and cenain other items at fair value that are not currently 
required to be measured at fair value. The objective of FAS I59 is to provide opponunities to mitigate volatility in reponed earnings caused by measuring related assets 
and liabilities differently without having to apply hedge accounting provisions. FAS 159 is effective for fiscal years beginning afler NO". 15, 2007. The company 
adapted FAS I59 effective Jan. I, 2008, bur did not elect to measure any financial instmmenls at fair value. Accordinglv. its adootion did not have anv effect on its 
results of operations, statement of position or cash flows. 

Fair Value Measurements 

In September 2006. the FASB issued SFAS No. 157, Foir Volrre Memu,emenrs (FAS 157). FAS I57 defines fair value, establishes a framework for measuring 
fair value under generally accepted accounting principles, and expands disclosures about fair value measurements. €AS 157 emphasizes that fair value is a market- 
based measurement, not an entity-specific measurement, and slates that a fair value measurement should be determined based an the assumptions that market 
participants would use in pricing the asset or liability. FAS I 5 7  applies under other accounting pronouncements that require or pennit fair value measurements. 

FAS 157, among other things, requires the company to maximize the use ofobsnvable inputs and minimire the use of unobservsble inputs when measuring fair 
value, and specifies a hierarchy of valuation techniques based on whether the inputs to those valuation techniques are observable or unobservable. FAS I 5 7  defines the 
following lair value hierarchy, based on these huo types of inputs: 

- Quoted prices for identical insrminents in active markets. 

LrvrlZ ~ Quoted prices for similar instmments in active markets; quoled prices for identical or similar instruments in markets that are not active; and model 
derived valuations in which all significant inputs and significant value drivers are observable in active markets. 

Lrvrlj- Model denved valuations in which one or more significant inputs or significant value drivers are unobservable. 

The efieective date was for fiscal years beginning after No". 15,2007. In November of 2007, the FASB informally granted a one year defnral for "on-financial 
assets and liabilities. In Februaly 2008. the FASB issued FSP 157-2 which formally delayed the cffective date ofFAS I57 to fiscal years beginning after No". IS ,  2008. 
This FSP i s  applicable to non-financial 
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assets and liabilities except for items that are required to be recognized or disclosed at fair value at least annually in the company's financial statements. As B result, the 
company adopted FAS I57 effective Jan. I, 2008 for financial assets and liabilities. See Note 13, Fair Value Measurements 

Additionally, the FASB issued FSP 157-1 in February 2008 to exclude SFAS 13, Accounlinbrfvr Leoses. and related pronouncements addressing lease fair value 
m e a S u w " s  from the scope of FAS 157. Assets and liabilities assumed in a business combination are not covered under this scope exceplion. The effective date of 
this FSP coincides with the adoption of FAS 157. 

The company will continue to evaluate FAS I57 for the remaining non-financial assets and liabilities to be included effective Jan. I ,  ZW9. The company does 
not believe applying FAS I 5 7  to the remaining "on-financial assets and liabilities will be material to its results ofoperations, statanent ofposition or cash flows. 

3. Regulatory 

Cost Recovery - Tampa Electric Company and PCS 

Tampa Electric Company and PGS recover the cost of fuel, purchased power, eligible environmental expenditures and conservalion through cost recovery 
clauses that are adjusted on an annual basis. As pan ofthe regulatory process, it is reasonably likely that third parties may intervene in various matters related to fuel. 
purchased power, environmental and conservation cost recovery. 

SO, Emission Allowances 

The Clean Air Act Amendments of 1990 (Clean Air Act) established SO2 allowances to manage the achievement of SO; emissions requiranents. The legislation 
also established a market-based SO: allowance trading component. 

An allowance authorkes a utility 10 emit one ton of S0,during a given year. The Environmental Pmlection Agency (EPA) allocates allowanfe~ to utilities based 
on mandated emissions reductions. At the end of each year, a utility must hold an amount ofallowances at least equal to its annual emissions. Allowances are fully 
marketable and, once allocated, may be bought, sold, traded or banked for use in cumen1 or future years. In addition, the EPA withholds a small percentage of the annual 
SO,  allowance^ it allocates to utilities for auction sales. Any resulting auction proceeds are then fonvarded Io the respective utilities. Allowances (nay not be used for 
compliance prior to the calendar year for which they are allocated. Tampa Electric accuunt~ for these using an invenlory model with a zero basis for those  allowance^ 
allocated 10 the company. Tampa Electric recognizes a gain at the time of sale, approximately 95% of which accrues to retail customers lhrough the environmental cost 
recovery clause. These gains are reflected in "Revenues-Regulated electric and gas'' on the Consolidated Condensed Statements of Income. 

Over the years, Tampa Eleclric has acquired allowances through EPA allwation~. Also, ovcr time, Tampa Electric has sold unneeded allowances based on 
compliance and allowances available. The SO1 allowmce~ unneeded and sold resulted from lower emissions at Tampa Elcctrie brought about by environmental actions 
taken by the company under the Clean Air Act. 

During the three months and six months ended Jun. 30,2008, approximately 2,500 and 5,000  allowance^ were sold, respectively, resulting in proceeds o f $  I .0 
lnillion and $2.0 million, respectively. During the three months ended Jun. 30,2007, approximately 35.000 allowances were sold resulting in proceeds of 617.5 million. 
There were no SO, sllowance~ sold in the first quilite? of2007. 

Regulatory Assets and Li~bilitles 

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

Tampa Electric and PGS apply the accounting treatment permitted by SFAS No. 71. Acci.nunting,for the E&ls "fcerloin Types qfRegulation (FAS 71). Areas 
of applicability include: deferral of revenues under approved regulatory agreements; revenue recognition resulting from cos1 recovery clauses that provide for monthly 
billing charges to reflect increases or decreases in fuel. purchased power, conservation and environmental costs; and the defend ofcosls as regulatory assets to the 
period that the regulatory agency recognizes than when cost recovery is ordered over B period longer than a fiscal year. Details of the regulatory assets and liabilities as 
of Jun. 30.2008 and Dec. 31.2007 are presented in (he following table: 
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Regulslory tax asset"' 

Other: 
Cost recovery ClaUSeS 

Postretirement benefit asset 
Deferred band refinancing COS~S"'  

Environmental remediation 
Competitive rate adjustment 
Other 

Total other regulatory assets 

Total regulataly assets 
Less: Current portion 
Long-term regulatory assets 
Regulatory liabilities: 

Regulatory tax liability" 

Other: 
Deferred allowance auction credits 
Cost recovery ciaues 
Environmental remediation 
Transmission and delivery storm reserve 
Deferred gain on property sales'' 

Accumulated reserve-cost of removal 
Other 

Total other regulatory liabilities 
Total regulatq liabilities 
Less: Current portion 
Long-term regulatory liabilities 

( I )  
(2) 
(3) 

Related to plant life and derivative positions. 
Amortized over the ten" of the related debt instmment. 
Amonked over a 5-year period with various ending dates 

5 65.0 6 62.5 -- 
118.8 47.2 
94.1 97.5 
23.6 25.5 
11.4 11.4 
4.7 5.4 
4.8 4.1 

258.0 191.7 
323.0 254.2 
138.5 61.4 

16 184.5 6 186.8 

- _ _  

-~ 
_i_- 

$ 18.5 $ 18.8 -- 
0.1 0.1 

180.7 18.9 
11.4 11.4 
22.3 20.3 

3.1 4.7 
548.1 543.5 

0.5 0.4 
167.4 5993 
785.9 618.1 

-- 

1148 3 5 4  
6 611 I $ 582.7 
-- -- 

All regulatory assel3 are being recovered through the regulatory process. The following table funher details our regulatory asset~ and the related recovery 
oeriods: 

RCLUI.I"., arscts 
w 
Clause recoverable" 
Eaming a rate of retum" 

Reylaloly tax assets"' 
Capital StNCtILCe and o t h w  

Total 

(1) To be recovered through cost recovery clauses amroved bv the FPSC on a dollar for dollar basis in the next veal 

J u r  Jfl, De<. 31, 
2008 2007 

6 123.5 $ 52.6 
99.0 101.7 
65.0 62.5 

_ _ -  

35.5 31.4 
$ 323.0 5 254.2 
-- 
-7 

. .. 
(2) 
(3) 

Primarily reflects allowed working capital, which is included in rale base and eams an 8.2% rate of return as pennitted by the FPSC. 
"Regulatory lax assets" and "Capital S ~ N C ~ U R  and other'' regulatory ~ S S ~ I S  have a recoverable period longer than a fiscal year and are recognized over the period 
authorized by the regulatory agency. Also included are unamoniced loan costs which are amortized over the life of the related debt instmmenls. See foolnoles I 
and 2 in thc prior table far additional information. 
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4. Income Taxes 

The company’s U.S. subsidiaries join in the filing of a U.S. Federal consolidated income tax velum. The lntemal Revenue Service (IRS) concluded its 
examination of the company’s consolidated federal income tax retums for the yean 2005 and 2006 during 2007. The U.S. federal statute of limitations remains open for 
the year 2007 and onward. Years 2W7 and 2008 are currently under examination by the IRS under the Compliance Assurance hogram, a program in which the 
company is a participant. The company does not expect the settlement ofcurrent IRS examinations to significantly change the total amount ofunrecognized tax benefits 
by the end of2008. Foreign and U.S. state jurisdictions have statutes of limitations generally ranging from three to five years hom the filing ofan income tax retum. 
The stale impacl of any federal changes remains subject to examination by various states for a pe&d of up to one year after formal notification to the slates. Yean still 
open to examination by tax authorities in major State and foreign jurisdictions include 2002 and onward. 

The company recognizes interest and penalties associated with uncertain tax positions in the Consolidated Statements of Income in accordance with FASB 
Interpretation No. 48, Acc~nmrihg,/or Uncerroinry in Income Tme3-n inlerp~eloiio~~ o/FASB Slolemenr No 109 . During the three and six month penods ended Jun. 
30,2008, the company recorded approximately $0.4 million and $0.6 million, respectively, ofpre-tan charges for interest only. During the second quarter of2007, the 
company recognized a $14.3 million benefit in discontinued operations as a result ofreaching favorable c ~ n ~ l u ~ i o n s  with the taring authorities upon the completion of 
their review ofthe company’s 2005 tax return during the second quarter of2007. No amounts have been recorded for penalties for the six month periods ended Jun. 30, 
2008 and JW. 30,2007. 

During the six month periods ended Jun. 30,2008 and Jun. 30,2007, the company experienced a number vfevents that have impacted the overall effective tax 
rate on continuing operations. These events included permanent reinvestment of foreign income under APB No. 23, Accounti,rg/br Tares ~ Specid Areor, depletion, 
repatriation of foreign source income to the United States, and reduction ofincome tax expense under the “tonnage tax” regime for transportation. 

5. Employee Postretirement Benefits 

Included in the table below is the penodic expense for pension and other postretirement benefits offered by the company. The obligations of the Supplemental 
Executive Retirement Plan (SERP) were remeasured as of Jan. I, 2008 to reflect the impact on this benefit plan of the settlement of the SERP obligations related to the 
mtircment of cmain participants. Settlement costs of$0.9 million that reflect the accelerated recognition of previously deferred actuarial gains were reclassed from 
accumulated other comprehensive income. These costs were recognized in the quarter ended Mar. 31,2008 and are included in “Operation other e x p e n s 4 t h e r ”  in 
the Consolidated Condensed Statements oflncome for the six months ended Jun. 30,2008. Other than the remeasurement ofplan obligations for these panicipant 
retirements and, as discussed in Amendment No. I to the company’s Annual Report on Form IO-K for the year ended Dec. 31,2007, the impacts ofthe termination of 
TECO Transport employees’ participation in these plans as a result ofthC sale of TECO Transport in December 2007, no significant changes have been made to these 
benefit plans since Dec. 31.2003. 
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Pcnslun Ex~enre 
(nillrom) 

Three monlhsmdcd Jun. 30, 
Components of net periodic benefit expense 
Service cost 
Interest cost on pmjected benefit obligations 
Expected m u m  on assets 
Amortization of. 

Transition obligation 
Prior service (benefit) cost 
Actuarial loss 

Pension expense 
Cunailment cost 

Net pension expense reeomized in the TECO Energy Consolidated Condensed 
Statements of Income 

Stx nonthr ended Jun IO, 
Components of net periodic benefit expense 
Service cost 
Interest cost on projected benefit obligations 
Expected retum on assets 
Amortiultioo oE 

Tmnsition obligation 
Prior service (benefit) cost 
Actuarial loss 

Pension expense 
Settlement cmt 
Curtailment cost 
Net pension expense recognized in the TECO Energy Consolidated Condensed 

Statements of Income 

$ 3.9 
8 .O 

(9.8) 

- 
(0.1) 

I .o 
3.0 
- 

$ 3.0 - 
$ 7.1 

15.9 
(19.5) 

- 
(0.2) 
2.0 
5.9 
0.9 
- 

$ 6.8 - 

5 4.0 $ 1.0 $ 1.3 
8.2 3.0 3.0 

- - (9.1) 

- 0.6 0.7 
(0.1) 0 4 0.7 . _  

- - 2.3 
5.3 5.0 5.7 
0 3  ~ 6 5  

5 5.6 $ 5 0  6 12 2 - 
$ x.0 16 2.1 $ 2.6 

16.4 6.0 6.0 
(18.2) - ~ 

- I .2 I .4 
(0.2) 0.8 I .4 
4.6 

10.6 10.1 11.4 

6.5 

$ 10.9 $ 10.1 $ 17.9 

~ - 

- - ~ 

- 0.3 

- 
For the fiscal 2008 plan year, TECO Energy assumed an expected long-term retum on plan assets of 8.25% and a discount mte of 5.90% for pension benefits 

under its qualified pension plan as of its Dee. 4.2007 remcasurement date: a discount tale of 5.90% for i ts  SERP benefits as ofits Jan. I. 2008 remeasurement date; and 
a discount rate of 6.20% for other postretirement benefits at its Sep. 30,2007 measureinen1 date. As a result of the Dec. 4,2007 and Jan. I, 2008 remeasurements, 
benefit obligations for the pension plans increased $1 8.5 million. 

Effective Dee. 3 I. 2006, in accordance with FAS 158, Employer's dr.mundny/or Dqfinrd Ben@l Penxion ond Olher Pusrrefir.emml Plans, TECO Energy 
adjusted its postretirement benefit obligations and recorded other comprehensive income (loss) to reflect the unamortized transition obligation, prior Sewice cost, and 
actuarial gains and losses of its postretirement benefit plans. The adjustment to other compnhensive income was net of amounts that, for regnlatoly purposes prescribed 
by FAS 71, were recorded as regulatoly assets for Tampa Electric Company. For the three months and six months ended Jun. 30,2008, TECO Energy and its 
subsidiaries reclassed $0.5 million and $1. I million, respectively, o f  unamortized transition obligation, prior senice cost and actuarial gains and losses from 
accumulated other comprehensive income to net income as part of periodic benefit expense compared to $ I  .O million and $2.1 million, respectively, for the Same 
periods ended Jun. 30,2007. In addition, during the three months and six months ended Jun. 30,2008, Tampa Electric Company reclassed $1.4 million and $2.8 
million, respectively, of unnmonized transition obligation, prior setvice cost and actuarial gains and losses from regulatory assets to net income as pan of penodic 
benefit expense coinpared to $2.5 million and 65.0 inillion for the Same periods ended Jun. 30.2007. 
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6. Short-Term Debt 

At Jun. 30,2008 and Dec. 31,2007, the following credit facilities and related borrowings existed: 

Jon. 30.2008 De<. 31, 2007 

L M C r C  Le,,&" 
credit FacilifieJ Credit Ilormvi"gs of Crrdi( Credit Barmuingr Of C,<di' 
p,~tliOnrI Pac2i,;es Omtmdinx "' ourrrundina __ Pmiirrirs O " ~ , ~ ~ i " ~  t'' Outstmdinr 

Tampa Electric Company: 
5-year facility - 16 - $ 325.0 5 - 1 6  1.4 $ 325.0 $ 

- i5o.a 25.0 I-year accounts receivable facility 150.0 - - 

TECO EnergyiTECO Finance: 
?-year facility* 

Tots1 
9 5  - 200 c - 9 5  - 200 0 

$ 6750 5 - $ 1 0 9  - 5 2 5 0  $ 9 5  - 
( I )  
( 2 )  

Borrowings outstanding are reponed as notes payable. 
TECO Finance is the brrower and TECO Energy is the guarantor of this facility. 

These credit facilities require commitment fees ranging from 9.0 to 17.5 basis paints. The weighted-average interest rate on outslanding amounts payable under 
the credit facilities at Dec. 31, ?W7 was 4.76%. There were no borrowings outstanding as ofJun. 30, 2008. 

7. Long-Term Debt 

Issusuoncr ofTampa Elecrric Company 6.111% N o m  due 2018 

On May 16.2008, Tampa Electric Company issued $150 million aggregate principal amount of 6.10% Notes due May 15,201 8. The 6.10% Notes were sold at 
par. The offering resulted in net prweeds to the Company (after deducting undenvriting discounts and commissions and estimated offering expenses) of approximately 
5148.7 million. Net proceeds were used for general corporate purposes. Tampa Electric Company may redeem all or any pan of the 6.1 0% Notes at its option at any 
time and from time to time at a redemption price equal Io the greater of(i) 100% of the principal amount of the 6.1 0% Notes to be redeemed or (ii) the present value of 
the remaining payments of principal and interest on the 6.10% Notes to be redeemed, discounted at an applicable treasury mte (as defined in the applicable indenture) 
plus 35 basis points; in either case. the redemption price would include acclued and unpaid interest to the redcmption date. 

On May 15.2008, in connection with this debt offering, Tampa Electric Company settled interest rate swaps entered info in 2007 for 5 I I .8 million. coincident 
with the related May 2008 debt issuance. The cash outflows related 10 this Settlement are netted With the proceeds from the debt offering in the financing section ofthe 
Consolidated Condensed Statement of Cash Flows and are recorded in "Accumulated other comprehensive income'' on the Consolidated Condensed Balance Sheet. 
These amounts will be reclassified Io interest expense over the IO-year term of the related debt, resulting in an effective interest rate of 6.89% 

Remorkerinz and Repurchme in Lieu "/Redempiion r!fTampo Electric Company h Tar-Exempr Aucricm Role Bonds 

On Mar. 19, ?008. the Hillsbarough County Industrial Development Authority (HCIDA) remarketed 586.0 million Pollution Control Revenue Refunding Bonds 
(Tampa Electric Company Project), Series 2006, in a fixed-rate inade pursuant to the t m s  of the Loan and Trust Agreement governing those bonds. The bonds, which 
previously had been in auction rate mode, bear interest at 5.00"/o per annum and are subject to inaodatory tender for purchase on Mar. 15,201 2 from the proceeds ofa 
remarketing of the bonds. Tampa Electric Company is responsible fur payment of the interest and principal associated with the bonds. Regularly scheduled principal 
and interest when due are insured by Ambac Assurance Corporation. as inore fully described in Amendment No. I to the company's Annual Repon on Form IO-K for 
the year ended Dec. 31,2007. 

On Mar. 26,2008, Tampa Electric Company purchased in lieu of redemption $75.0 million Polk County lndusmal Development Authority (PCIDA) Solid 
Waste Disposal Revenue Refunding Bonds (Tampa Electric Company Project), Series 2W7 and $125.8 million HCIDA Pollution C m t r d  Revenue Refunding Bonds 
(Tampa Electric Company Project), Series 2007A. B and C (collectively, the "2007 Bonds"). Also on that date. the Insurance Agreement dated as ofJul. 27,2007 with 
Financial Guaranty lnsurdnce Company, pursuant to which Financial Guaranty Insurance Company issued a financial guaranty insurance policy for the HCIDA 
Pollution Conrrol Revenue Refunding Bonds (Tampa Electric Company Project), Series 2007A, B and C (the "2007 HCIDA Bonds"). was tenninated. The company 
also entered into a comsponding First Supplemental Loan and Trust Agreement regarding the removal ofthe bond insurance on the 2007 HCIDA Bonds. ARer these 
changes to the 2007 HCIDA Bonds, the company remarketed the $54.2 million Series A and the $51.6 million Series B 2007 Bonds in long t o m  interest rate modes. 
The $54.2 million Series A bonds, which previously had been in auction rate made, bear interest at 5.65% per annum until milrurily on Mar. 15,2018. The 551.6 million 
Series B bonds, which previously had been in auction mte mode, hear interest at 5.1 5% pw annum and will be subject to mandatory tender on Sep. I ,  201 3 from the 
proceeds of a remarketing of the bonds. Tampa Electric Company is responsible for payment of the interest and principal associated with the 2007 Bonds. 
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As a result of these transactions, $95.0 million ofthe bonds purchased in lieu ofredemption were held by the tmstee at the dirstion ofTampa Elecklc Company 
as oflun. 30,2008 (the "Held Bonds") to provide an opporlunity to evaluate refinancing alternatives. The Held Bonds effectively offset the outstanding dzbt balances 
and are presented net on the balance sheet. 

8. Other Comprehensive Income 

TECO Energy repmed the following other comprehensive income for [he three months and six months ended Jun. 30,2008 and 2007, related to changes in the 
fair value ofcash flow hedges, amortization of unrecognized benefit costs associated with the company's pension plans and unrecognized gains and losses on available- 
for-sale securities: 

Unrealized gain (loss) on cash flow hedges 
Add: Loss reclassified to net income 

Gain (loss) on cash flow hedges 
Amortization ofunrecognized benefit costs 
Change in benefit obligation due to remeasurement 
Unrealized loss an available-for-sale securities"' 

2 9 7  
Total other comprehensive income (loss) 

5.7 $ (2.1) $ 3.6 $ (4.0) $ 1.5 $ (2.5) $ 

0.3 __ 0.6 (0.2) 0.4 0.5 (0.21 

1.3 (2.1) 6.2 (2.3) 3.9 (3.4) 
0.5 (0.1) 1.1 (0.8) 0.3 

Unrealized gain on cash flow hedges 
Less: Gain reclassified 10 net income 

Gain on cash flow hedges 
Amortization ofunrecognized benefit costs 
Recognized benefit costs due Io curtailment 
Change in benefit obligation due to remeasurement 

Total other comprehensive income 

$ 1.8 $ (0.7) $ 1.1  $ 4.5 $ (1.7) $ 2.8 
(0.8) 0.3 (0.5) 3) 0.2 2) 
i .n (0.4) 0.6 4.0 (1.5) 2.5 
1.1 (0.4) 0.7 2.2 (1.1) 1.1 ,~ 

4.1 6.7 (2.6) 4.1 

Arrumnuicmd Mher Comprehensive brume (LOSS) 

("""X) 

Unrecognized pension losses and prior sewice costc" S (24.1) 0 (13.3) 
2.6 2.3 Unrecognized other benefit losses, prior Sewice costs and transition obligations"' 

(8.3) (6.21 
Net unrealized losses tom cash flaw hedges"' 

(1.0) Net unrecognized loss on available-for-sale securities 
F (30.8) ~ IE (17.21 

Jun. IO, 2008 Dm JI, 2007 

- 
Total accumulated other comprehensive loss 

Amount relates to an off-shore investment not subject to U S .  Feden1 income tax. 
Net oflax benefit of $14.6 million and $8.3 million as ofJun. 30,2008 and Dec. 31,2007, respectively. 
Neiaftaxerpenseof$I.7miIlionand$l.5 niillionasofJun. 30.2008 andDec. 31.2007, respectively. 
Net ortax benefit of $5.1 million and $3.8 million as of Jun. 30,2008 and Dec. 3 I, 2007, respectively. 

(1) 
(2) 
(3) 
(4) 

9. Earnings Per Share 

For the three months and six months ended Jun. 30.2008, stock options of4.2 million md  4.5 million shares, respaively, were excluded from the computation 
ofdiluted earnings per share due to their rntidilutive effect. Stock options uf4.8 million and 5.8 million shares for the three months and six nmths  ended lun. 30,2007, 
respectively, were similarly excluded from the computation. 
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fmillioms, e w e p l ~ ?  share ~muunn)  

Numerator 
Net income from continuing operations, basic and diluted 
Discontinued operations, net of  tax 
Net income, diluted 
Denominator 
Average number of shares outstanding ~ basic 
Plus: Incremental shares for assumed conversions: 

Less: Treasury shares which could be purchased 
Average number of shares outstanding - diluted 
Earnings per share from continuing operations 

Stock options and contingent performance shares 

Basic 
Diluted 

Basic 
Diluted 

Earnings per share 
Basic 
Diluted 

Earnings per share from discontinued operations, net 

Thr@aun<hrededJun  30, 

2W8 2007 

6 51.4 $ 59.4 
14.3 

$ 51.4 6 73.7 

210.4 208.9 

5.3 5.1 
(3.6) (4.0) 

212.1 210.0 

$ 0.24 $ 0.28 
$ 0.24 $ 0.28 

$ 0.07 

- 

$ 0.07 - $ 
6 

6 0.24 $ 0.35 
$ 0.24 S 0.35 

- 

P __ 

Sir months mded Jm. 30, 

l0OS 2007 

$ 82.2 __ $ 132.2 

6 82.2 __ $ 146.5 

210.1 208.8 

5.3 3.8 
(3.8) 3) 

211.6 __ 209.7 

$ 0.39 $ 0.63 

$ - $ 0.07 

$ 0.39 $ 0.70 

14.3 - 

$ 0.39 $ 0.63 

$ 0.07 - $ 

0.39 - $ 0.70 s 
10. Commitments and Contingencies 

Lognl Contingencies 

From time to time, TECO Energy and its subsidiaries are involved in various legal, tax and regulatory proceedings before various COURS, regulatory 
cOlnmiSSionS and govemmental agencies in the ordinary conrse of its business. Where appropiate, accr~als are made in accordance with SFAS No. 5,  Acmunrio~fi,, 
Conlfngemies, to provide for matters that are probable of resulting in an estimable. material loss. While the oulcoine of such proceedings is uncertain. manapnent  
does not believe that their Ultimate resolution will have a material adverse effect on the company’s reesults of operations or financial condition. 

Superfund and Former Manufactured Cas Plant Sites 

Tampa Electric Company, through its Tampa Electric and Peoples Gas divisions, is a potentially responsible party (PRP) for certain superfund sites and, through 
its Peoples Gas division, for cenain former manufactured gas plant sites. While thejoint and several liability associated with these sites presents the potentid for 
significant response costs, as oflun. 30,2008, Tampa Electric Campmy has estimated its ultimate financial liability Io be approximately $ I I .5 million, and this amount 
han been accrued in the company’s financial statements. The environmental remediation costs associated with these sites, which are expected to be paid over many 
years, are not expected to have a significant impact on customer prices. 

The estimated amounts represent only rhe estimated po&n ofthe cleanup COS& attributable to Tampa Electric Company. The estimates to perform the work are 
based on actual estimates obtained from contractors. or Tampa Elecwic Company’s experience with similar work adjusted for site specific conditions and agieernents 
with the respective govemmental agencies. The estimates are made in current dollars, are not discounted and do not assume any insurdnce recoveries. 

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

Factas that could impact these estimates include the ability of other PRPs to pay their pro-rata ponion ofthe cleanup costs, additional testing and investigation 
which could expand the scope of the cleanup activities, additional liability that inight arise from the cleanup activities themselves and changes in laws or regulations 
that could require additional remediation. These costs arc recoverable lhhrough customer rata established in subsequent base rate prweedings. 
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Guarantees and Leners of Credit 

A sunmaly ofthe face amount or maximum theoreticd obligation under TECO Energy's letters of credit and guarantees as oflun. 30,2008 is as follows: 

Letten of Credit and Guarantees 

/r"#i,",LY) 

Letters of Credit and Gumontees for the Benefit of 
Tampa Electric 

Lerlers of credit 
Guarantees: 

Fuel pucchaselenergy management"' 

TECO Coal 
hters  of credit 
Guarantees: Fuel purchase related'2, 

Other subsidiaries 
Guarantees: 

Fuel purchasdenergy mansgemsnr'~~ 

UnrlliliPted parties 

Total 

Letten uf credir', 

A1ir.i'' 
2n12 

$ 0.3 

20.0 
20.3 

6.7 

I .4 
8.1 

3.9 

- 
6 32.3 - 

blrd - 
$ 0.3 

20.0 
20.3 

6.7 
I .4 
8. I 

- - 

- - 

64.2 

2.5 
$ 95.1 

_. 

- - 

3.8 
3.8 

1 4  
1 4  

$ 5.2 

(1) These guaraotees renew annually and are shown on the basis that they will continue to renew beyond 201 2. 

(2) Tbe amounts shown are the maximum theoretical amounts guaranteed under current agreements. Liabilities recognized represent the associated obligation 01 
TECO Energy under lhcse agreements at lun. 30,2008. Ihe obligations under these letters ofcredit and g u a r a n t a  include net accounts payable and net 
derivative liabilities. 

TECO Transpan was sold effective Dec. 4,2007. These le t tm of credit were replaced by the purchaser in 2008 pursuant to the lems of the sale, and will be 
cancelled by the issuing bank upon receipt of authonzatim From the beneficiary. 

(3) 

Financial Covenants 

In order lo utilizz their respeclive bank credit facilities, TECO Energy and Tampa Electric Company must meet cenain financial tests as defined in the applicable 
agreemenis. In addition, TECO Energy, Tampa Electnc Company and other operating companies have centin restrictive covenants in specific agreements and debt 
instruments. At Jun. 30,2008, inmagemem believes that TECO Ener~y ,  TmDa Eleclnc Comwny and the other ooeraline commnies were in CoinDliance with all 
applicable financial eovenan1g. 

11. scgment Information 

TECO Energy is an electric and gas utility holding company wilh significant diversified activities. Segments are determined based on how managemem 
evaluates. measures and makes decisions wilh respect to the operations of the enlity. The management of TECO Energy repons segments based on each subsidialy's 
contribution of revenues, net income and total asset'ets, as required by SFAS No. 131, Disc/osures ahout Segments <flat? Enterprise ondRelot=dlnfurmoriun . All 
significant intercompany transactions are eliminated in [he consolidated condensed financial statements of TECO Energy, but are included in determining reportable 
segments. 
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segment inrormntion "8 

,nirriuns, 

At Jun. 30,2008 

ra",p P W P h  TECO TECW Olhm & TECO 

E&C,,i< Cur cod - G"m="ulla elini".,i""r IJmw 

$ $ 59.4 $ - $ 59.4 6 5 Goodwill 
- 269.2 - 269.2 Investment in unconsolidated affiliates - - 
- 14.0 x.0 22.0 Other non-current investments - - 

Total as~ets 5 5,274.0 S 888.6 $ 291.5 $ 153.5 - 
6 59.4 

- 275.5 - 275.5 
- 15.0 8.0 23.0 

- - - 

At D.C. 31,2007 
Goodwill 16 - $ - $ 59.4 $ - $ - 

~ Investment in unconsolidated afiiliatcs - 
Other non-cumt investments - 
Total assets $ 4 , 8 3 8 . 3 s  7 6 1 . 4 s  5 1 1 1 . 2 3 5  229.0 

Segment net income is reported on a basis that includes intemally allwaled financing costs. Total interest charges include intemally allocated interest costs that 
for 2008 and 2007 were at a pretax rate of7.25% and 7.5%. respectively, based on an average of each subsidiary's equity and indebtedness to TECO Energy 
assuming a 50150 debtiequity capital stmcture. 

Revenues are exclusive ofentities deconsolidated as a result of FIN 4hR. Total revenues for unconsolidated affiliates, attributable to TECO Guatemala based on 
ownenhip percentages, were $29.6 inillion and $30.3 million for the three months ended Jun. 30.2008 and 2007, respectively and $59.5 million and $59.6 
million far the six months ended lun. 30,2008 and 2007, resmctivelv. 
TECO Transpon was sold effective Dec. 4,2007. 

- 

(I) 

(2) 

(3) 

12. Derivstives and Hedging 

At Jun. 30.2008, TECO Energy and its affiliates had total denvative  met^ and liabilities (current and "on-cunent) of 6167.6 million and $0.4 million. 
respectiuely, compared lo total derivative assets and liabilities (current and non-current) ofS2.2 million and $26.1 million, respectively, at Dec. 3 I ,  2007. At Jun. 30, 
2008 and Dec. 31,2007, accumulated other comprehensive income (AOCI) included after-tax losses of $8.3 inillion and $6.2 million, respectively, representing the fair 
value of cash flaw hedges oftmnsactions that will occur in the future. Amounts recorded in AOCl at Jun. 30,2008 and D ~ c .  31.2007 relate to interest rate swaps. me 
balance at Jun. 30,2008 is p"~nady  comprised of interest rate waps settled coincident with debt issued in May of2008 (see Note 7. Long-Term Debt ). These 
amounts will he amonired into eamings over the life of the related debt. 

For the three months ended Jun. 30.2008 and 2007, TECO Energy and its afiliales reclassified amounts from AOCI and recognized net pretax losses of$0.5 
million and net pretax gains ofs0.8 million, respectively. For the six months ended Jun. 30,2008 and 2007, the amounts reclassified and recognized from AOCl were 
net pretax losses ofS0.6 million and net pretax gains of 50.5 million, respectively (see Note 8 ,  Other Comprehensive Income ). Amounts reclassified hom AOCl in 
2007 were primarily related Io cash flow hedges ofphysical purchases offuel oil. For the% types ofhedge relationships, the loss on the derivative reclassified from 
AOCl lo eamings is offset by the decreased expense arising from higher prices paid for spot purchases of fuel oil. Conversely, reelassiftcallan of a gain from AOCl to 
eamings is ofSset by the increased cost of spot purchases offuel oil. 

The company expects to reclass pretax losses ofS2.3 million from AOCl to the Consolidated Condensed Statements of Income within the next twelve lnonth5. 
These  amount^ relate to settled interest rate swaps. As a result of applying the provisions of FA5 71, the changes in value ofnatural gas derivatives of Tampa Electric 
and PGS are recorded as regulataly assets or liabilities to reflect the impact of the fuel recovery clause on the "sks of hedging activities (see Note 3, Regulatory ). 
Based on the fair value of cash flow hedges at Jun. 30,2008, net pretax gains of161 42.8 inillion are expected Io be reclassified from regulatory liabilities IO the 
Consolidated Condensed Statements of Income within the next twelve months. The amounts related IO natural gas derivatives will fluctuare with movements in the 
underlying mwket price of the derivative instmments. The company does not currently have any cash flow hedges for tmnsactions forecasted to take place in periods 
subsquent to 201 0. 

FOT the three months and six months ended Jun. 30.2007, the company recognized a pretax (loss) gain of $(6.5) inillion and $12.3 million, respectivcly, relating 
to crude oil options thal were not designated as either a cash flow or fair value hedge. 
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13. Fair Value Measurements 

In September 2006, the FASB issued SFAS No. 157, Fair Volur Muasrrremml.~ (FAS 157). FAS I 5 7  defines fair value, establishes a framework for measuring 
fair value under generally accepted accounting principles, and expands disclosures about fair value !neasuremmts. FAS I57 emphasizes that fair value is a market- 
based measurement. not an entity-specific measurement, and Slates that a fair value measurement should be d e t m i n e d  based on the assumptions that market 
participants would use in pricing the asset or liability. FAS 157 applies under other accounting pronouncements that require or permit fair value measurements. 

value. I t  also requires recognition of trade-date gains related to certain derivative transactions whose fair value has been determined using unobservable market inputs. 
This guidance supersedes the guidance in Emerging Issues Task Force Issue No. 02-3, I m m  Involved in Accw"ng,fir Derivalive Conlroc:~ Heldfor Troding 
Puryo.ses and Cun(rocfs Imdved it? E i i r r ~ '  Trading and RLsk Monogemolr Acrivifies (EITF Issue 02-3). which prohibited the recognition of trade-date gains for such 
derivative transactions when determining the fair value of instlumenis nor traded in an active ma*et. 

On No". 14.2007, the FASB reaffirmed its position that companies will be required IO imolement the standard for financial assets and liahilities RS well sc for 

FAS 157. among other things, requires the company to maximize the use of observable inputs and minimize the use ofunobsenmble inputs when measuring fair 

~~ ~~. ~ "... 
any other assets and liabilities that are carried at fair value on a recumng basis in financial s ta temhs.  The FASB did, however, provide a me year deferral for the 
implementation of FAS I57 fM other "on-financial assets and liabilities. Effective Jan. I ,  2008, the company adopted FAS IS7 for f i m m i d  assets and liabilities that 
are calried st fair value an a recurring basis. 

FAS 157 is applied prospectively as o i thc  first interim period for the fiscal year in which it is initially adopted, except for limited retrospective adoption for the 
following three items: 

The valuation of financial insfluments using blockage factors; 

Financial instruments that were measured at fair value using the transaction pnce (as indicated in EITF Issue 02-3); and, 

The valuation of hybrid financial instlumenis that were measured at fair value using the transaction price (as indicated in FAS i 5 5 )  

The impact ofadoption in these areas would be applied as a cumulative-effect adjusfntent to opening retained earnings, measured as the difference beween the 
c a v i n g  amounts and the fair v d w s  ofrelevant assets and liabilities at the dale of adoption. TECO Energy does not have any of the three aforementioned items, and 
therefore no transition adjustment was recorded. 

Fair Value Hierarchy 

PAS I 5 7  specifies a hierarchy of valuation techniques based on whether the inputs to those valuation techniques are observable or unobservable. In accordance 
with FAS 157, these two types of inputs have created the following fair value hierarchy: 

&!dl - Quoted prices are available in active markets for identical assets or liabilities as of the reporting date. Active markets are those in which 
transactions for the asset or liability occur in sufficient frequency and volume to provide pricing infornmtion on an ongoing basis. Level I p r inudy  consists 
of financial instluments such as exchange-traded derivatives, listed equities and U.S. government treasury securities. 

W - Pricing inputs are other than quoted prices in active markets included in Level I, which are either directly or indirectly observable as of the 
reponing date. Level 2 includes those financial instruments that are valued using models or other valuation methodologies. These models are primarily 
industry-standard models that consider various assumptions. including quoted forward pnces for commoditie, rime value, volatility factors. and current 
markct and contractual prices forthe underlying instruments, as well as other relevant economic measures. Substantially a11 orthese assumptions are 
obsenable in the marketplace throughout the full term of the instmment. can be derived from observable dala or are supported by obsewable levels at 
which transa~tions are executed in the marketplace, lnstlumcnts in this categoly include non-exchange-traded derivatives such as O K  fowards, options 
and repurchase ageements. 

&y& - Pricing inputs include significant inputs that are generally not observable in the marketplace. These inputs may he used with intemally developed 
methodologies that result in management's best estimate of fair value. Level 3 instmments include those that may be more structured or othenvise tailored 
to customem' needs. At each balance sheet date, the company performs an analpis of all instmlnents subjecl to FAS 157 and includes in Level 3 all of 
those whosc fair value is based on significant unobservable inputs 

This hierarchy Tcquires the use of observable market data when available. 
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Determination of Fair Value 

The company measures fair value using the procedures set forth below for all assets and liabilities measured at fair valw that were previously canied at fair 
value pursuant to other accounting guidelines. 

When available, the company uses quoted market prices on assets and liabilities traded on an exchange to determine fair value and classifies such items as Level 
I .  In some cases where a market exchange price is available, but the assets and liabilities are traded in a secondary market, the company makes use ofacceptable 
practical expedients to calculate fair value, and classifies s w h  items as Level 2. 

Ifobservable transactions and other market data arc not available. fair value is based upon internally developed models that use, when available, current market- 
based or i " d ~ p ~ " ~ ~ ~ t l y - ~ ~ " ~ ~ ~ d  market parameters such as interest rates, currency Tates or option volatilities. Items valued using inremally generated models are 
classified according to the lowest level input or value diver  that is mosl significant to the valuation. Thus, an item may be classified in Level I wen though there may 
be significant inputs that are readily observable. 

Vslu~tion Techniques 

FAS IS7 describes three main approaches to measuring the fair value of assets and liabilities: 

I) Morkel Amroach - The n m k t  approach U S ~ S  prices and other relevant information generated by market transactions involving identical or comparable assets or 
liabilities (including a business). The market approach includes the use of matrix pricing. 

2 )  Income Amroach - The income approach uses valuation techniques to convert future amounls (for example, cash flows or earnings) IO a single present amount 
(discounted). The measurement is based on the value indicated by current market expectations about those future amounts. 

3) CosIAooroach - The cost approach i s  based on the amount that currently would be required IO replace the service capacity ofan asset (often referred 10 as current 
rcplacement cast). The cost approach assumes that the fair value would not exceed what it would cost a market participant to acquire or c o n ~ t m ~ t  B subsiihlte asset of 
comparable utility, adjusted far obsolescence. 

Items Measured at Fair Value on a Recurring Bask 

The following table sets fonh by level within the i i i r  value hierarchy rhc company's financial assets and liabilities thai were accounted for at fair value on a 
recuning basis as oflun. 30,2008. As required by FAS 157, financial assets and liabilities are classified in their entirety based on the lowesl level of input thal is 
significant to the Pdir value measurement. The company's assessment ofthe significance ofa particular input to the fair value ineasuremenl requires judcgnent, and may 
affwt the valualion of fair value assell and liabilities and their placement within the fair value hierdrchy levels. For natural gas swaps, the market approach was used in 
determining fair value. For ocher investments, the income approach was used. 

h i a i r  u4~ueo.v o f ~ u n .  3n. 2008 Kccurring k ~ i r s f i u c  Fair Vdur Measurn 

(in m;II!orrJ LPWl I LeWl I Lpl*l3 __ Tom1 

Natural gas swaps $ ~- $ 167.6 $ - $ 167.6 
Other invstments 

Total 

Natural gas swaps 
Total 

!iaJ&g& 

.- - 14.0 14.0 
$ - $ 167.6 $ 14.0 $1816 

Natural gas swaps are over-the-counter swap instmments. The primary pricing inputs in delemining the fdir value ofnatural gas swaps are the New York 
Mercantile Exchange (NYMEX) qiioted closing prices of exchange-traded instmments. These prices are applied to the notional ammm of active positions to determine 
the reported fair value. 

The primary pricing inputs in determining the fair value of inleiest rate swaps are LlBOR swap rates as reported by Blooinberg. For each instrument, the 
projected fonuard swap rate is used 10 determine the stream of cash flows over the life ofthe contract. The cash flows are then discounted using a spol discounl rate to 
detennine the fair value. An additional $I .7 million liability, primarily in interest rate swaps, is held on the books of unconsolidated affiliates of TECO Guatemala. but 
is reflected in "lnve~tmenf in unconsolidated affiliates" on the TECO Energy, Inc. Consolidated Condensed Balance Sheets. 
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Other investments reflect two auction rate securities owned by TECO Guatemala with a combined par valw of $15.0 million. As a result of market conditions, 
TECO Guatemala changed the valuation technique for these securities to an income approach using a discounted cash flow model. Accordingly, these securitia 
changed Io Level 3 within FAS 157's three tier fair value hierarchy Since initial valuation at Jan. 1,2008. 

Based on the fair value determined from the discounted cash flow analysis, a temporary impairment was recorded in other comprehensive income. These 
investments ace highly rated and significantly backed by a pool of student loans. Therefore, it is expected thrl the investments will not be senled at a price less than par 
YBIU~. Because the company has the ability and intent to hold this inveStinent until a recovery of its original investment value, i t  considem the investment to he 
temporarily impaired at Jun. 30,2008. 

Assets Measured a t  Fair Value 00 a Recurring Basis Using Unobservable Inputs (Level 3) 

(in niUbmJ 
Balance at Jan. 1.2W8 
Transfen to Level 3 
Change in fair markel value 
Included in earnings 
Balance at Mar. 31,2W8 
Trdnsfen to Level 3 
Change in fair mallret value 
Settled 
Included in earnings 
BIlance at I"". 30.200x 

- 
f , A "  

- 
$ 14.0 

- 
(7.3) 
- 

$ (16.3) 
- 
4.5 

11.8 
- 

I0Ol.l 
16 (9.0) 

14.0 
(7 3) 

(2.3) 

4.5 
11.8 

- 

- 

$ 14.0 - 
The 5 11.8 million settled in the second quaner of2008 related to forward staning interest rate swaps settled in conjunction with our May 2008 issuance ofthe 

related debt. 

14. Mergers, Acquisitions and Dispositions 

Sale o f  TECO Transport 

During the f i s t  quarter o f  2007, management of the coinpany engaged a financial advisor, contacted intcrested bidders and initiated other activities in connection 
with a plan to sell TECO Transport Corporation. In accordance with the provisions of SFAS No. 144, Accomling.,for the Impoirmeni 01- Dispusai "fLong-LivedA,sseis 
(FAS 144). i t  was detennined that as of Mar. 31,2007 T K O  Transpon met the requirements to be presented as an m e t  held for sale. 

On Dec. 4,2007, TECO Diversified, Inc., a wholly-owed subsidialy of the company. sold its entire interest in TECO Transport Corporation for cash to an 
unaffiliated investment group. As a result of its significant continuing involvement with Tampa Electric Company for the waterborne transpmtation of Solid fuel, the 
results of TECO Tvanspon Corporation were reflected in continuing operations for the three inonths and six months ended Jun. 30,2007 in accordance with the 
provisions of FAS 144. 

Also in accordance with the provisions ofFAS 144, once designated as assets held for Sale. the assets of TECO Trampon Corporation were measured at the 
lwer of its fanying alnaunl or fair value and depreciation for these assets ceased beginning Apr. I, 2007. For the three ,months ended Jun. 30,2007, depreciation of 
$5.6 million would have been recorded had the assets ofTECO Transpon not been held for sale. For the three months and six months ended Jun. 30,2W7, TECO 
Energy recognized $13.5 million and $16.3 million, respectively, in transmion-related costs related to the then potential sale. 

For the three months and six months ended Jun. 30,2008, Tampa Electric paid United Maritime Group, formerly TECO Trmsporr Corporation, $19. I million 
and 543.7 million, respectively, for the waterborne transpanation sewices described above. For the three months and six months ended Jun. 30,2007, Tampa Elecmc 
paid TECO Transport 528.3 million and $52.3 million, respectively. 
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TAMPA ELECTRIC COMPANY 

In the opinion ofmanagement, the unaudited consolidated condensed financial statements include all adjustments that are ofa  recurring nature and necessary to 
state fairly the financial position of Tampa Electric Company as ofJun. 30,2008 and Dec. 31,2007, and the results of operations and cash flows for the periods ended 
Jun. 30.2W8 and 2001. The results of operations for the three months and six months ended Jun. 30,2008 are no1 necessarily indicative of the results that can be 
expected for the entire fiscal year ending Dec. 3 I ,  2008. References should be made to the explanatory notes affecting the consolidated tinnncial statements contained in 
Amendment No. I lo  Tampa EIec1"c Company's Annual Repon on F o n  10-K for the year ended Dec. 31,2007 and 10 the notes on pages 3 1-41 of this repon. 

INDEX TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS 

Consolidated Condcnscd Balance Sheets. Jut?. 30, 200X and Dec. 31. 2007 
Consolidated Condensed Statements of Income and Camnrehensive Income for the three month and six month nel-ioda ended Jun. 30.2008 and 2007 

Consolidated Condensed Svalements dCarh  Flows fin the six monrh wriods ended Jun. 30.2008 and 2007 

Noles IO Consolidatcd Condensed Financial Statements 

26-21 

28-29 

30 
31.41 
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TAMPA ELECTRIC COMPANY 
Consolidated Condensed Balance Sheets 

Unaudited 

AS>@, 

(#"tlI;O.W 

Property, plant and equipment 
Utility plant in service 

Electric 
Gas 

Construction work in progress 
Propetty, plant and equipment. at original cosls 
Accumulated depreciation 

Other propetty 
Total propmy, plant and equipment, net 

Currem assets 
Cash and cash equivalents 
Receivables, less allowance fw uncollectiblff of $2.0 and 61.4 at lun. 30,2008 and Dec. 31,2007, r e sp t ivc ly  
Inventories, a1 average cost 

Fuel 
Materials and supplies 

Current "gulatoly assets 
Current derivative assets 
Taxes receivable 
Prepayments and other current assets 

Total current assets 
Deferred debits 

Unamottized debt expense 
Long-term regulatory assets 
Long-term derivative assets 
Other 

Totnl assets 
Total deferred debits 

26 

Jar  JD. 
2DOd 

$ 5,375.0 
935.0 
364.8 

6,674.8 
(1,817.4) 
4.857.4 

4.5 
4,861.9 

60.1 
280.2 

78.6 
59.0 

138.5 
142.8 

16.8 
776.0 

23.6 
184.5 
24.8 
13.0 

- 

245.9 
S 5,883.8 - 

$ 5,262.0 
917.4 
363.6 

6.543.0 
(1,808.6) 

4,734.4 
4.5 

4,738.9 

11.9 
238.8 

66.2 
58.0 
61.4 
0.3 
2.9 

11.6 
457.1 

22.9 
186.8 

1.9 - 11.7 
223.3 

$ 5,419.3 
3a 
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TAMPA ELECTRIC COMPANY 
Consolidated Condensed Balance Sheets - continued 

Unaudited 

Linbililirr ond C o p h l  
 illion ion^, 
Capital 

Common stuck 
Accumulated other comprehensive loss 
Retained eamings 

Total capital 

Tolal capitalization 
Long-term debt, less amount due within m e  year 

Current liabilities 
Long-term debt due within one year 
Notes payable 
Accounts payabk 
Customer deposils 
Current reglllatoly liabilities 
Cunent derivalive liabilities 
Current defemd income taxes 
Interest accrued 
Taxes accrued 
Other 

Deferred credits 
Total current liabilities 

Non-current def-d income taxes 
Investment tax credits 
Long-term derivative liabilities 
Long-tem regulatory liabilities 
Other 

Total deferred credits 
Totnl liabilities a d  capital 

The accompanying notes are an inlegcdl pan of the consolidated condensed financial siatments 

27 

Jun. JO, 
zoo8 

$ l.bho.4 

295.3 
1.948.5 
1.900.0 
3,848.5 

5.7 

316.1 
142.9 
174.8 

(7.2) 

- 

- 
2.2 

30.3 
39.4 
11.2 

122.6 

435.1 
11.2 
0.4 

611.1 
254.3 

1,312.7 

_i_ 
6 5883.8 

295.h 
1,801.0 
1,844.8 
3,645.8 

5.1 
25.0 

237.6 
138.1 
35.4 
26.0 

0.3 
23.5 
16.8 
11.3 

519.7 

407.5 
12.0 
0.1 

582.7 
251.5 

1253.8 
$ 5419.3 A 
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TAMPA ELECTRIC COMPANY 
Consolidated Condensed Statements of h o m e  and Comprehensive Income 

Unaudited 

The accompanying notes are an integral pan of the consolidated condensed financial ststemenis 

28 

Three months ended Jun. 30, 
2008 2007 

$ 546.0 
184.3 
130.3 
- 
__ 

116.2 
115.9 
133.8 
71.9 
32.3 
55.3 
26.4 
44.3 

656.1 
14.2 

I .l 
(0.6) 
2.5 
3.6 

30.2 
2.8 

32.3 
16 45.5 

?.8 
2.8 

$ 48.3 

- 

(0.7) 

- 
- 

$ 544.7 
143.1 
681.8 

235.6 
69.5 
92.5 
68.3 
29.6 
51.3 
22.1 
44.1 

619.0 
68.8 

1.1 
(0.7) 
3.7 
4.1 

30.0 
3.2 

(0.4) 
32.8 

$ 40.1 

~ 

5 40. I - 
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TAMPA ELECTRIC COMPANY 
Consolidated Condensed Statements of Income 

Unaudited 

Electtic (includes franchise fees and gross receipts taxes of M0.4 in 2008 and $40.4 in 2007) 
Gas (includes franchise fees and pass receipts faxes of $13.6 in 2008 and $13.6 in 2007) 

Total revenues 
Expenses 

Operations 
Fuel 
Purchased power 
Cost ofnahlral gas sold 
Other 

Maintenance 
Depreciation 
Taxes, federal and state 
Taxes, other than income 

Total expenses 
Income from operations 
Other Income 

Allowance far other funds used duting construction 
Taxes, "on-utility federal and sfate 
Other income, net 

Total other income 

Interest on long-term debt 
Other interest 
Allowance for borrowed funds used during construction 

Interest charges 

Total interest charges 
Net income 
Other Comprehensive loss, net of tax 

Net unrealized loss on cash flow hedges 
Other comprehensive loss, net oftax 

Comprehensive Income 

$ 1.11n7.4 
363.3 

1,370.7 

339.8 
197.8 
252.8 
143.1 
66.4 

41 0 
I 10.8 

$ 1,0166 
312 1 

1,328 7 

4487 
123.1 
200.2 
125.7 
60.1 

113.5 
19 7 

7 h e  accompanying notes are an integrdl pari of the consolidated condensed financial statements 

29 

87.9 89.4 
1239.6 13W.4 

131.1 128.3 

3 0  2 8  

4 0  6 5  
6.1 8 3  

(0 9) (1 0) 

61.6 58.0 
5.4 6.8 

65.8 63.7 
$ 71.4 - 16 72.9 

(1.2) (1.1) 

- 
- (2.2) 
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TAMPA ELECTRIC COMPANY 
Consolidated Condensed Statements of Cash Flows 

Unaudited 

SL- aomhs mded Jem 30, 
2008 2007 

6 71.4 16 72.9 

i 10.8 113.5 
55.0 (15.0) 
(0.9) (1.3) 
(3.0) (2.8) 

(92.4) 26.7 
(4 1.4) (23.8) 
(13.4) (29.5) 

(5.2) (4.6) 
25.5 38.7 

6.9 4.6 
93.5 (5.6) 

(8.8) 20.8 
197.9 194.4 

(247.1) (232.7) 
3.0 2.8 

0.4 
(244.1) (229.5) 

327.9 321.0 

(aiffiom, 
Cash flows from operating activities 

Net income 
Adjustments to reconcile net income to ne cash from operating activldes: 

Depreciation 
Deferred income taxes 
investment tar credits, net 
Allowance for funds used during consrmction 
Deferred recovery clause 
Receivables, less 8IIow~nce far uncollectible 
Inventories 
Prepayments 
Taxes accrued 
Interest accrued 
A C C O U ~ ~ S  payable 
Gain on sale ofbusinesslassets 
Other (0.1) (0.2) 

Cash flaws from operating activities 
Cash flows from investing activities 

Capital expenditures 
Allowance for funds used during constmction 
Net proceeds f" Sale of business - 

Cash flows used in investing activities 
Cash flows from financing activities 

Proceeds from long-term debt 

Repsymoll of long-le- debflwchase in lieu of redemption 
Net decrease in B0n-m debt 
Dividends 

Common stock 150.0 - 
(286.7) (75.0) 
(25.0) (48.0) 
(71.8) (65.2) 
94.4 132.8 
48.2 97.1 
11.9 5.1 

$ 60.1 6 102.8 

Cash flows from financing activities 
Net increase in cash and cash equivalents 
Cash and cash equlvaleats a t  beginning of period 
Cash and cash equivalents st end of period - 

The accompanying notes are an integnl pan of the consolidated condensed financial statements 
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TAMPA ELECTRIC COMPANY 
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS 

UNAUDITED 

1. Summary of Significant Accounting Policies 

The significant accounting policies am as follows: 

Principles of Consolidation and Basis of Prmsentation 

T m p a  Electric Company is a wholly-owned subsidiary of TFCO Energy, Inc., and is comprised of the Electric division, generally referred to as Tampa Electric, 
and the Natural Gas division, generally referred to as Peoples Gas System 1PGS). All significant intercompany balances and intercompany trdnsctions have been 
eliminated in consolidation. In the opinion of management, the unaudited consolidated condensed financial statements include all adjustments that are of a recurring 
nature and necessary to state fairly the fiWAncid position ofTampa Electric Company and subsidiaries as oflun. 30,2008 and Dec. 31,2007, and the results of 
operations and cash flows for the pencds ended Jun. 30,2008 and 2007. The results of operations for the three month and six month periods ended Jun. 30,2008 are not 
necessarily indicative ofthe results that can be expected for the entire fiscal year ending Dec. 3 I ,  2008. 

The use ofestimates is inherent in the preparation of financial Statements in accordance with generally accepted accounting principles (GAAP). Actual results 
could differ from these estimals. The yeirr-end condensed balance sheet data was derived from audited financial statements, however this quarterly report on Form 10- 
Q does nut include all year-end disclosures required for an annual repon on Form 10-K by GAAP in the United Stales of America. 

ReWIlWS 

As ofJun. 30,2008 and Dec. 3 I ,  2007, unbilled revenues of $52.3 million and $46.6 million, respectively, are included in the "Receivables" line item on the 
Consolidated C m d e n s d  Balance Sheets. 

Purchased Power 

Tampa Electric purchases power on a regular basis lo meet the needs ofits customers. Tampa Electric purchased power from entities not affiliated with TECO 
Energy st a cost o f$ l  15.9 million and $1 97.8 million for the three inanths and six months ended Jun. 30, 2008. respectively, compared to $69.5 million and $123.1 
million for the three months and six months ended Jun. 30,2007, respectively. Prudently incurred purchased power cost$ at Tampa Electric have historically been 
rccoverablc through Florida Public Service Commission 1FPSC)-approved cost recoven clauses. 

Accounting for Franchise Fees and Gross Receipts 

The regulated utilitieS (Tampa Electric and PGS) are allowed to recover from ~u~tomers cenain costs incurred through rates approved by the FPSC. The amounts 
included in customers' bills for franchise fees and gross receipt taxes are included as revenues on the Consolidated Condensed Statements of Income. These amounts 
totaled $27.6 million and $54.0 million, respectively, for the three months and six months ended Jun. 30,2005, compared to $27.0 million and $54.0 million, 
respectively, for the three months and six months ended Jun. 30,2007. Franchise fees and gross receipt taxes payable by the regulated utilities are included as an 
expense on the Consolidated Condensed Statements of ln~oine in 'Taxes, other than income". These totaled $27.6 million and $53.8 million, rerpectively, fa the three 
months and six months ended Jun. 30,2008, compared to $27.0 million and $53.9 million, respectively, for the three months and six months ended Jun. 30.2007. 

Cash Flows Relsted to Derivatives and Hedging Activities 

Tampa Electric Company classifies cash inflows and outflows related to derivative and hedging instmments in the appmpnate cash flaw sections associated with 
the item being hedged. For natural gas and ongoing interest rate swaps, the cash inflows and outflows are included in the operating Section. For interest rate swaps that 
Settle coincident with the debt issuance, the cash inflows and outflows are treated as premiums or discounts and included in the financing section afrhe Consolidated 
Condensed Statements ofcash Flows. 

2. New Accounting Pronouncements 

Disclosures about Derivative Instruments and Hedging Activities 

In March 2008, the Financial Accounting Standards Board (FASR) issued Statement ofFinancial Accounting Standards (SFAS)No. 161, Discioszrres obour 
Derivorivv Inrfrumenl.s mdHedgiingAcriviries (FAS 161). FAS 161 was issued IO enhance the disclosure framework in SFAS No. 133, A ~ ~ ~ , ~ ~ l ; " ~ / ~ ~ D ~ ~ i " ~ t i , , ~  
lnrtnrmenls and Hedging Activities (FAS 133). FAS I h l  requires enhanced disclosures about the purpose of an entity's derivative instruments. how dtrivaiive 
ins"ents ond hedged items are accounted for, and how the entity's financial position, cash flows. and performance are enhanced by the derivative inmumenis and 
hedged items. The guidance in FAS 161 is effective for fiscal years and intnim periods beginning afier No". 15,2008. The company believes that FAS 161 will be 
material to its financial statement disclosures and we continue to evaluate the impact through its adoption. 
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Additionally, in April 2008, the FASB revised Statement 133 Implementation Issues Nos. II and K4 10 retleci the enhanced disclosures required by FAS 161 
The company does not believe lhese revisions will be material to its results of operations, statement of position or cash flows. 

Statemeot 133 Implementation ISJW E23 

In Januaq 2008, the FASB cleared Implementation Issue Hedginr- Genrml: IJ.YUO. Involving rhe Applicorion qfrhe Showcur Merhudunder Parogroph 68 
(Issue E23). Issue E23 amends FAS 133, paragraph 68 to include hedged items with trade dates differing from their settlement dates due to generally eslablished 
cm\,emions in the inarketplace. This allows companies to assume these commitments have no ineffectiveness in a hedging relationship. thus allowing u e  ofthe 
shodcut method for accounting purposes assuming all other conditions within the pamgrdph are met. 

Issue E23 also allows use ofthe shoncut method if the fair value of an interest rate swap is not zero at inception of the hedge as long as the swap was entered 
into at the relationship's inception, there was no transaction price of the swap in the company's principal or most advantageous market, and the difference bemeen the 
swap's fair value and transaction price is due to diffning prices within thebid-ask spread between the entry transaction and a hypothetical exit transaction. 

The effective date for Issue E23 is for hedging relationships entered into on or after Jan. I ,  2008. The company d w s  not believe Issue E23 will be material to its 
results of operations, statement of position or cash flows. 

Noneontrolling Interests in Consolidated Financial Statements 

In December 2007, the FASB issued SFAS No. 160, Nonconlrolling Inlerrsls i n  Consolidoled Finonciol Sloremenrs (FAS 160). FAS 160 was issued to improve 
the relevance, comparability and transparency of the financial information provided by rquinng:  ownership interests be presented in the consolidated statement of 
financial position separate from parent equity; the amount ofnet income attributable to the parent and the noncontrolling interest be identified and presented on the face 
of lhe consolidated statement of income; changes in the parent's ownership interest be accounted for consistently; when deconsolidating, that any retained equity 
interest be measured a1 fair value; and thar sufIicient disclosures identify and distinguish between the interests ofthe parent and noncontrolling owners. The guidance in 
FAS 160 is effective for fiscal yean beginning on or aRer Dec. 15,2008, The company is currently assessing the impact ofFAS 160, but daes not believe it will be 
inalerial to its results afoperations, statement of position or cash flows. 

Business Combinstions (Revised) 

In December 2007, the FASB issued SFAS No. 141 R, Burinness Comhinolions (FAS 141 R). FAS 141 R was issued to improve the relevance. representational 
faithfulness, and comparability of information disclosed in financial statements about business combinations. FAS 141R establishes principles and requirements for 
how the acquirei: I )  recognizes and measures the assets acquired, liabilities asnumed and any non-controlling interest in the acquiree; 2) recognizes and measures the 
goodwill acquired; and 3) determines what infamation 10 disclose for users of financial ~ t a t~ inen t s  to evaluate the e f k t s  ofthe business combination. The guidance in 
FAS I41 R is effective prospectively for any business combinations for which (he acquisition dare is on or after the beginning ofthe first annwal reponing p e n 4  
beginning on or afler Dec. IS, 2008. The company will assess the impact of FAS 141R in the cvem it enters into a business combination for which the expected 
acquisition date is subsequent to the required effective date. 

Offsetting Amounts Related lo Certain Contracts 

In Apnl2007, the FASB issued FASB Staff Position (FSP) FrN 39-1. This FSP amends FASB Interpretation No. 39, OfsertingqfAmounrs Reloiedfo Cerroin 
Conrroct8 by allowing an entity to offset fair value amounts recognized for the right to reclaim cash collateral (a receivable) or the obligation to re" cash collateral (a 
payable) against fair value amounts recognized for derivative instruments executed with the same counteqalry under a master netting arrangement. The guidance in this 
FSP is effective far fiscal years beginning after No". 15.2007. The company adopted this FSP effective Jan. I ,  2008 and set a policy to offset fdir value amounts 
recognized with cash collateral received or cash collateral paid under master netting agreements. At lun. 30,2008, the company had received a s h  collateral in the 
amount ofS0.5 million. 

Fair Value Option For Financial Assets and Financial Liabilities 

In Februaly 2007, the FASB issued SFAS No. 159, The Foir I'olue Oprrmfor Finnanotal A~se lv  and Financial l,i&iliiiex -Including an ammdmrnr qrFASB 
Stirlrmenl No I IS (FAS 159). FAS I59 permits entities to chwse IO #measure many financial imtmments and cenain other items at fair value that are not currently 
required to be measured at fair vduc. The objective of FAS I59 is to provide opportunities IO mitigate volatility in reponed earnings caused by measuring related assets 
and liabilities differently without having t~ apply hedge accounting provisions. FAS 159 is effective for fiscal years beginning after No". 15, ?Wl. The company 
adopted FAS I59 effective Jan. 1,2008. bur did not elect to measure any financiill i n s t r u m "  a l  fair value. Accordingly, its adoption did not have any effect on its 
results of operations, statement of position or cash flows. 

Fair Value Measurements 

In September 2006, the FASB issued SFAS No. 157. Fair Value Meosuremenrs (FAS 157). FAS 157 defines fair d w .  establisher a framework for measuring 
fair value under ~enerally accepted accounting principles, and expanda disclosures ahout fair value measuements. FAS I 5 7  emphasizes that fair value is a market- 
based measurement, not an entity-specific measurement, and states that a fair value measurement should be detormined based on the assumptions that market 
participants would use in pricing the a s ~ e t  or liability. FAS 157 applies under other accounting pronouncements that require or pennit fair value ineawrements. 
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FAS 157, among other things, requires the company to maximize the use of observable inputs and minimize the use ofunobsemable inputs when measuring fair 
value, and specifies a hierarchy ofvaluation techniques based on whether the inputs to those valuation techniques are abselvable or unobswable. FAS 157 defines the 
following fair value hierarchy, based on these two types of inputs: 

Levr l l~ Quoted prices for identical instmments in active markers. 

- Quoted prices for similar instmments in active markets; quoted prices for identical or similar instruments in markets that arc not active, and 
model derived valuations in which all significant inputs and significant value driven arc observable in active markets. 

W - Model derived whations in which one or more significant inputs 01 significant value drivers arc unobservable. 

The effective date was for fiscal yean beginning after No". I5,2007. In November of 2007, the FASB infomnlly granted a one year deferral for "an-financial 
assets and liabilities. In February 2008, the FASB issued FSP 157-2 which formally delayed the effective date of FAS 157 to fiscal years beginning after Nov. 15,2008. 
This FSP i s  applicable to "on-financial assets and liabilities except for items that are required to be recognized or disclosed at fair value at least annually in the 
campany's financial statements. As a result, the company adopted FAS I 5 7  effective Jan. I, 2008 far financial assets and liabilities. See Nate 12, Fair Value 
Measuremnts 

Additionally, lhe FASB issued FSP 157-1 in February 2008 to exclude SFAS 13, Accvunlingfir Leases, and related pronouncements addressing lease fair value 
measurements from the scope of FAS 157. Assets and liabilities assumed in a business combination we not covered under this scope exception. The effective date of 
this FSP coincides with the adoption of FAS 151. 

The company will continue to evaluate FAS 157 for the remaining no"-financial assets and liabilities to be included effective Jan. I, 2009. The company does 
not believe applying FAS 157 tu the remainingnon-financial assets and liabilities will be inaterial to its results oioperations, Statement ofpasition arcash flaws. 

3. Regulatory 

Cost Recovery - Tamps Electric Company and PGS 

Tampa Electric Company and PGS recovet the cost of fuel, purchased power, eligible environmental expenditures and consmation through cost recovery 
clauses that are adjusted on an annual basis. As pan o i the  regulatory process. it is reasonably likely that third parties may intervene in various matten related to fuel, 
purchased power, environmental and conservation cost recovery. 

SO, Emission Allowances 

The Clean Air Act Amendments of I990 (Clean Air Act) established SO2 allowances to manage the achievement o iS0 ,  emissions requirements. The legislation 
also established a market-based SO, sllowmce trading component. 

An allowance authorizes a utility to emit one ton of SO,during a given year. The Environmental Protection Agency (EPA) allocates allowances to utilities based 
on mandated emissions reductions. At the end o f  each year, a utility must hold an amount ofallowances at least equal IO its annual emissions. Allowances are fully 
marketable and, once allocated, may be bought, sold. traded or banked for use in current or future years. In addition, the EPA withholds a small percentage of the annual 
SO, allowances it allocates to utilities for auction sales. Any resulting auction proceeds are then forwarded to the respective utilities. Allowames may not be used for 
compliance prior to the calendnr year for which they are allocated. Tampa Electric accounts for hese using an inventory model with a zero basis for those  allowance^ 
allocated to the company. Tampa Electric recognizes a gain at the time ofsale, approximately YS% ofwhich accrues to retail customers through the environmental cost 
recovery clause These gains are reflected in "Revenues-Regulaled electric and gas" on the Consolidated Condensed Statements of Income. 

Over the years, Tampa Electric has acquired allowances through EPA allocations. Also, over time. Tampa Elednc has sold unneeded allowances based on 
compliance and allowances available. The SO1 allowan~e~ unneeded and sold resulted from lower emissions at Tampa Electric brought about by environmental actions 
taken by the company under the Clem Air Act. 

During the three months and six months ended Jun. 30,2008, appraximetely 2,500 and 5,000 allowances were sold, respectively. resulting in proceeds of $I .O 
million and $2.0 million, respectively. During the three months ended Jun. 30,2007, approximately 35.000 allowances were sold resulting in proceeds of 61 7.5 million. 
There were no SO, allowances sold in the first quaner of 2007. 
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Regulatory Assets and Liabilities 

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

Tampa Elec~nc and PCS apply the accounting treatment pennitted by SFAS No. 71, Amnunling for the Effects qf C r m i ~  Types cf'Rr&oliun (PAS 71). Areas 
orapplicability include: deferral of revenues under approved regulalory agreemenis; revenue recognition resulling from cos1 recovery clauses that provide for monthly 
billing charges to reflecl increases or decreases in fuel, purchased power, consewation and envimnmental costs; and the deferral of costs as regulatory assets to the 
period chat the regulatory agency recognizes them when cost rccovely is ordered over a period longer than a fiscal year. Details ofthe regulatory assets and liabilities as 
of Jun. 30,2008 and Dec. 3 I ,  2007 are presented in the following table: 

Regulatory tax asset" 

Other: 
CUE1 recovely clauses 
Posmtireinent benefit asset 
Deferred bond refinancing costs," 

Environmental remediation 
Competiti\,e rate adjustment 
Other 

Toral other regulatory assets 
Total mgulatory assets 
Less: Cunent poni"" 
Lanetem regulatory assets 
Regulatory liabilities: 

Regulatory tax l i ab i l i y  
Other: 

Deferred allowance auction credits 
cost recovery ClaUEeS 

Environmental remediation 
Transmissmo and delivery stwm m m e  
Deferred gain on pmpeny saies"' 
Accumulated rese~c-cos~  of removal 
Other 

Told other regulatory liabilities 
Total regulatory liabilities 
Less: Current ponion 
Long-term regulatory liabilities 

(1) 
( 2 )  
( 3 )  

Related to plant life and derivative positions. 
Amortized over the 1- of Ihc relaled debt instmment. 
Amortized Over a 5-yearpenod with various endingdates. 

- _ _  $ 65.0 $ 62.5 

118.8 47.2 
94.7 97.5 
23.6 25.5 
11.4 11.4 

A ?  5.4 ~ . I  

4.8 4.7 
258.0 191.7 
323.0 254.2 -- 138.5 67.4 

$ 184.5 $ 186.8 

-- 
-- 

_c-  

-- $ 18.5 $ 18.8 

0.1 0.1 
180.7 lR.9 

11.4 11.4 
22.3 20.3 
3.7 4.7 

548.7 543.5 
0.5 0.4 

767.4 599.3 
785.9 618.1 

$ 611.1 $ 382.7 

-- 
_ _ _ _  

174.8 35.4 -- -- 
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All regulatory assets are being recovered through the regulatory process. The fallowing table further details our regulatory assets and the related recovery 
periods: 

Juun. 30, Der. 31, 
2008 2007 ("ions, 

$ 123.5 $ 52.6 Clause recoverable', 

99.0 101.7 Faming a rate of return'!' 

65.0 62.5 R ~ u l a t o l y  tax assets"' 

35.5 37.4 Capital sfm~ture and other" 

Total $ 323.0 $ 254.2 

(I) 
(2) 
(3) 

-- 

_ _ -  
-= 

To be recarered through cost recovery clauses approved by the FPSC on a dolls- for dollar basis in the next year. 
Primarily reflects allowed working capital. which is included in ratebase and eams an 8.2% rate ofretum as permitted by the FPSC. 
"Regulatory tax assets" and "Capital stru~ture and other" regulatory assets have a recoverable period longer than a f iscal year and are recognized over the p&od 
authorized by the regulatoly agency. Also included are unamortized loan costs which are amortized over the life ofthe related debt instruments. See foomotes I 
and 2 in the orior table for additional information. 

4. Income Taxes 

Tampa Electric Company is included io the filing ofa consolidated federal income tan retum with TECO Energy and its affiliates. Tampa Electric Company's 
income tar expense is based upon a separate retum computation. Tampa Electric Company's effective tan rates for the six months ended Jun. 30,2008 and 2007 diffm 
from the statutory rate principally due 10 state income Lax%, amortization ofinvestment tax credits and the domestic activity production deduction. 

The lntemal Revenue Service (IRS) concluded its examination ofthe company's consolidated federal income tax returns for the years 2005 and 2006 during 
2037. The U.S. federal slaNte of limifations remains open for the year 2007 and onward. Years 2007 and 2008 are currently under examination by the IRS under the 
Compliance Assurance Program, a program in which TECO Energy is a participanl. TECO Energy does not expect the ~ettlement ofcummi IRS examinations to 
significantly change the total amount of unrecognized tax benefits by the end of2008. State jurisdictions have sta i~ tes  of limitations generally ranging from three ti, five 
yean from the filing ofan income tan retum. T'he state impact of any federal changes Temains subject to examination by various states for a period of up to one year 
after fomal notification to the states. Years still open to examination by tax authorities in major ~ M t e  jurisdictions include 2004 and onward. 

Tne company does not c u m l l y  have any uncertain tan positions and does not anticipate that the total amount ofunrecognized tax benefits will significantly 
increase or decrease by the end oF2008. 

5. Employee Postretiremeot Benefits 

Tampa Electnc Company is a participut in thr comprehensive retirement plans ofTECO Energy. Effective Jan. I ,  2004, Tampa Electric Company adopted FAS 
l3?R (revised 2003). Emplopm 'Di~closzsrmr about Pemiom ond OiherPurr,erirement Bencfil.?, an omenrfmrni o/FASB Sroremenrs No. 87. 88 ond IO6 ,with no 
material effect. No significant changes have been made to these benefit plans since Dec. 31,2003. 

Amounts allocable to all participants of the TECO Energy retiremen1 plans are Found in Note 5, Employee Porlmtirement Benefits, in the TECO Energy. Inc. 
Notes to Consolidated Condensed Financial Statements . Tampa Electric Company's ponian of the net pension expense for the three months ended Jun. 30.2W8 
and 2007, respectively, WBS $2.1 million and $3.5 millirm for pension benefits, and $3.5 million and $3.6 million for other po~tretirement benefits. For the six months 
ended lun. 30,2008 and 2007, respectively, net pension expense was $4.2 million and $7.0 million for pension benefits, and $7.0 million and $7.3 million far ather 
postretirement benefits. 

Included in the benefit expenses discussed above, for the three months and six months ended Jun. 30,2008, Tampa Electric Company reclassed $1.4 million and 
$2.8 million, respectively, of unamonized transition obligation, prior service EOSI and actuarial losses from regulatory assets to net income compared to $2.5 million and 
$5.0 million, respectively. for the same periods ended Jun. 30,2007. 

For the fiscal 2008 plan year, TECO Energy assumed an expected long-1-1 rerum on plan assets of 8.25% and a discount rate of 5.90% for pension benefits 
under its qualified pension plan as o f  its Dec. 4,2007 remeasurement date: a discount rate of 5.90% for its SERP benefits as of i ts  Jan. I, 2008 remeasurement date: and 
a discount rate of 6.2O"h for other postretirement benefits at its Sep. 30,2007 measmemcnt date. As a result ofthe Dec. 4, 2007 and Jan. I, 2008 rmeasurements, total 
benefit obligations for the pension plans increased $18.5 million. 
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As a result of these transactions, $95.0 million ofthe bonds purchased in lieu ofredemption wcre held by the trustee at the direction ofTampa Electric company 
as of Jun. 30,2008 (the "Held Bonds") to provide an opportunity to evaluate refinancing altematiws. The Held Bonds effectively offset the outstanding debt balances 
and are presented net on the balance sheet. 

8. Commitments and Contingenebs 

Legal Contingencies 

From time to time Tampa Electric Company and its subsidiaries are involved in various legal, lax and regulatory proceedings before various COURS, regulatoly 
commissions and governmental agencies in the ordinary course of its business. Where appropfiate, accruals are made in accordance with FAS No. 5. Accounrm,,gfur 
C<mlingencei. to provide for matters that are probable ofresulting in an estimable, material lass. While the outcome of such proceedings is uncenain, gnanagement 
does not believe that their ultimate resolution will have a material adverse effect on the company's results of operations or financial condition. 

Superfund and Former Manufactured Cas Plant sites 

Tampa Elcctric Company, through its Tampa Electric and Peoples Gas divisions, is a potentially responsible parry (PRP) for cenain superfund sites and, through 
its Peoples Gas division, for certain former rnanufachlred gas plant sites. While the joint and several liability associated with thme sites presents the potential for 
simificanl response costs, as ofJun. 30,2008, Tampa Electric Company has estimated its Ultimate financial liability to be approximately $ 11.5 million. and this amount 
has been accrued in the company's financial statements. The environmental remediation costs associated with these sites. which are expected to be paid over lnany 
yean. are not expected to have a significant impact on customer prices. 

The estimated amounts represent only the estimated portion af the cleanup costs anributable to Tampa Electric Company. The estimates to perfom the work are 
based on actual eslimales obtained from contractom, or Tampa Electric Company's experience with similar work adjusted Tor site specific conditions and agreements 
with the rmpective govcmmental agencies. The estimates are made in current dollars, ace not discounted and do not assume any insurance recoveries. 

Allocation of the responsibility for remediation EOSIS among Tampa Electric Company and other PRPs is based on each party's relative ownership interest in  or 
usage o f a  site. Accordingly, Tampa Electric Company's share of remediatian costs varies with each site. In virtually all instances where other PRPs are involved, those 
PRPs are considered creditwonhy. 

Factors that could impact these estimates include the ability of other PRPs 10 pay their pro-rata portion ofthe cleanup costs, additional testing and investigation 
which could expand the scope of the cleanup activities, additional liability that might arise *om the cleanup activities themselves and changes in laws or regulations 
that could require additional remediation. These cmts are recoverable through custoinerrates established in subsequent base rate proceedings. 

Guarantees and Letters of Credii 

At Jun. 30,2008, Tampa Electfic Company was nut obligated under guarantees or letten of credit for the benefit of third panics, including entities under 
common control. At Jun. 30, ?@OS, TECO Enerby had provided a fuel purchase guarantee on behalf ofTampa Electric Coinpny in the face amount of 820.0 million 

Financial Covenants 

In order to utilize i t s  bank credit facilities, Tampa Electric Company must meet certain financial tests as defined in the applicable agreements. In addition, 
Tampa Electric Company has certain restrictive cov~nants in specific agreements and debt instruments. At Jun. 30,2008, management believes that Tampa Electric 
Company was in compliance with applicable financial covenants. 

9. Related Parties 

In October 2003, Tampa Electric signed a five-year contract renewal with a then affiliated company. TECO Transpon, for integrated waterbome fuel 
tramponation sewices effective Jan. I ,  2004. The contra~l calls for inland river and mean transponation along with river terminal storage and blending services for up 
to 5.5 million tans of coal annually through 2008. TECO Transport was sold to an unaffiliated third-party on Dec. 4,2007. For the three months and six months ended 
Jun. 30, 2008, Tampa Electric paid United Maritime Group, fonnerly TECO Transport and now an unrelated entity, $19.1 million and $43.7 million, respectively. For 
the three months and six ,months ended Jun. 30,2w7. Tampa Electric paid TECO Trvnspon $28.3 million and $52.3 million, respectively. 

37 

422 



Table of Contents 

10. Segment Information 

fm;i;~o"r) 
ThmP months ended J u n  PO, 
2008 

Revenues -external 
Sales to aftiliates 

Total revenues 
Depreciation 
Total interest charges 
Provision for ~SXES 

Net income 

Revenues - extemal 
Sales to amliales 

Told revenues 
Depreciation 
Total interest charges 
Provision for taxes 
Net income 

2007 

Sdx mrmnrb edcdhun 30, 
2008 

Revenues - entemal 
Sales to affiliates 

Total revenues 
Depreciation 
Total interest charges 
Provision for taxes 
Ne1 income 

Total assets at Jun. 30,2008 
2007 

Revenues - ertemal 
Sales to affiliates 

Tam1 revenues 
Depreciation 
Total interest charges 
Provision for taxes 
Net income 

Total assets at Dec. 31,2007 

11. Derivatives and Hedging 

r.amp# 
E l t r i r  

$ 545.7 
0.4 

546.1 
45.0 
27.9 
23.6 

$ 40.2 

$ 544.3 

544.7 
47.3 
28.5 
19.4 

$ 34.7 

0.4 

$ 1,006.9 

1.W7.6 
90.2 
57.3 
32.1 

$ 56.1 

0.7 

$ 5,060.5 

$ 1,015.7 
0.9 

1.016.6 
93.7 
55.3 

$ 56.5 
6 4,672.5 

30.4 

P,Jk 
Gar 

$ 184.3 

184.3 
10.3 
4.5 
3.4 

$ 5.3 

5 143.2 

143.2 
10.0 
4.3 
3.4 

$ 5.4 

- 

- 

$ 363.3 
- 

363.3 

8.7 
20.6 

9.x ~. 
$ 15.3 
$ 836.1 

$ 312.4 

312.4 
19.8 
8.4 

10.3 
6 16.4 
$ 754.3 

- 

- $ 
6 (7.5) 

$ 730.0 
0.3 

730.3 
55.3 
32.3 
27.0 

$ 45.5 

$ 687.5 
0.3 

687.8 
57.3 
32.8 
22.8 

$ 40. I 

$ 1,370.2 
0.5 

1,370.7 
110.8 
65.8 
41.9 

$ 71.4 
$ 5,883.8 

$ 1,328.1 
0.6 

1,328.7 
113.5 
63.7 
40.7 

s 72.9 
$ 5,419.3 

At Jun. 30,2008 and Dec. 3 I ,  2007, Tampa Electric Company and its aftiliales had derivalive assets (current and "on-current) totaling $1 67.6 million and $2.2 
million, respectively, and had derivative liabilities (current and "on-current) totaling $0.4 million and $26.1 million, respectively. As a result of applying the provisions 
of FAS 71, the changes in value of natural gas derivatives are recorded as regulatory assets or liabilities to reflect the impact of the fuel recovery clause on the risks of 
hedging activities (see Note 3, Regulatory ). During the second quaner of2W8, interest rate swaps related to debt issued were settled. These swaps were desiggated as 
cash flow hedges and as such the remaining after-tax balance of $7.2 million will be reclassed out of accumulated other comprehensive income into interest expense 
over the life ofthe debt. 

Based on the fair values ofderivatives at Jun. 30,2W8, net pretax gains of$142.8 million are expected to be reclassified from regulatory assets to the 
Consolidated Condensed Statements of Income within the nexl twelve months. However, these amounts and other fume reclasnifications from regulatory assets or 
liabilities will fluctuate with movements in the underlying market price of the derivative instmmeOts. n e  company does not currently have m y  cash flow hedges for 
lranSaCtionS forecasted 10 takeplace in periods subsequent 10 2010. 
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12. Fair Value Measurements 

In September2006, the FASB issued SFAS No. 157, Fair Volue Mrosuremeni~. (FAS 157). FAS 157 defines fair value, establishes a framework formeasuring 
fair value under generally accepted accounting principles, and expands disclosures about fair value measurements. FAS I57 emphasizes that fair value is a market- 
based measurement. not an entity-specific measurement, and states that a fair value measurement should be determined based on the ~ssumptiona that market 
participants would use in pricing the m e t  or liability. FAS 157 applies under other accounting pronouncements that require or permit fair value measurements. 

FAS 157, ammg other things, requires the company lo maximize the use ofobservable inputs and minimize the use of unobservable inputs when measuring fair 
value. It also requires recognition of tradedate gains related to certain derivative transactions whose fair value has been determined using unobservable market inputs. 
This guidance supersedes the guidance in Emerging Issues Task Force Issue No. 02-3, Issues hzvolved in AccounI;ng,fur Denvobve Controc,~ Heldfor Trading 
Purposes ond Cunlrocls Involved in Enere Tmding ondRisk Monogemen, Aciivities (EITF Issue 02.3). which prohibited Ihe recognition of mdeda te  gains for such 
derivative t ransa~t ion~ when determining the fair value of inSlNmentS not traded in an active market. 

On Nov. 14,2007, the FASB reaffirmed its position that companies will be required Io implement the standard for financial assets and liabilities, as well as for 
any other assets and liabilities that are carried at fair value on a recuring basis in financial statements. The FASB did, however, provide a one y e ~ r  deferral for the 
implementation of FAS I57 for other non-financial assets and liabilities. Effective Jan. I, 2008, the company adopted PAS 157 for financial assets and liabilities that 
are carried at fair value on a recurring basis. 

FAS 157 is applied prospectively as ofthe first interim period fur the fiscal year in which i t  is initially adopted, except for limited retrospective adoption for the 
following three items: 

The valuation of financial instruments using blockage factors; 

Financial instruments that were measured at fair value using the transaction price (as indicated in ElTF Issue 02-3): and, 

The valuation ofhybrid financial instmmentS that were measured at fair value using the transaction price (as indicated in FAS 155). 

The impact of adoption in these areas would be applied as a cumulative-effect adjustment to opening retained earnings, measured as the difference bemeen the 
carrying amounts and lhe fair values of relevant assets and liabilities at the date of adoption. Tampa Electric Company does not have any ofthe three aforementioned 
items, and therefore no transition adjustment was recorded. 

Fair Value Hierarchy 

FAS I 5 7  specifies a hierarchy ofvaluation techniques based on whether the inputs to those valuation techniques are observable or unobservable. In accordance 
with FAS 157, these two types of inputs have created the following fair value hierarchy: 

- Quoted prices are available in active matkets for identical assets or liabilities as of the reponing dale. Active makers are those in which 
tranSaclions for the asset or liabiliry OECUT in sufficient frequency and volume to provide pricing infomatian a an ongoing basis. Level I primarily consists 
of financial instruments such as exchange-traded derivatives. listed equities and U.S. government treasury securities. 

- Pncing inputs are other than quoted prices in active markets included in Level I ,  which are either directly or indirectly observable as of the 
reponing date. Level 2 includes those financial instmments that are valued using models or other valuation methodolosies. These models are primarily 
industry-standard models that consider various assumptions, including quoted fonvard prices for commoditiq lime value, \,olatility factoTs, and current 
market and contra~tml prices for the underlying instruments. as well as other relevant economic measures. Substantially all of these assumptions are 
observable in the marketplace throughout the full ten" of the instrument, can he derived from observable data or are supponed by observable levels at 
which transactions arc executed in the marketplace. Instruments in this category include non-exchange-traded derivatives such as OTC forwards, Options 
and repurchase agreements 

~ Pricing inputs include simificmt inputs that are generally not observable in the marketplace. These inputs may be used with intemally developed 
methodologies that result in management's best estimate of fair yduc. Level 3 insrmments include those that may be more structured or otherwise tailored 
10 customers' needs. At each balance sheet date, the company performs an analvsis of all instruments subtect to PAS 157 and includes in Lwei 3 all of 
those whose fair value is based on significant unobservable inputs 

This hierarchy requires the use of observable market data when available. 
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Determination of Fair Value 

The company measures fair value using the procedures set forth below for all assets and liabilities measured at fair value that were previously carried at fair 
valae pursuant to other accounting guidelines. 

When available, the company uses quoted market ptices on assets and liabilities traded on an exchange IO determine fair value and classifies such items as Level 
I .  In some cases where a market exchange pnce is available, but the assets and liabilities are rraded in a secondary market, the company makes use ofacceptable 
practical expedients to ~alculate fair value, and classifies such items as Level 2. 

If observable transaclions and other market data are not available. fair va lw is based upon internally developed models that use, when available, current market. 
based or independently-sourced market parameters such as interest rates, c u m m y  rates or option volatilities. Items valued using intemally generated models are 
classified according 10 the IOweSt level input or value driver that is most significant to the valuation. Thus, an i tan may be classified in Level 3 even though there may 
be significant inputs that arc readily obsewable. 

Valuation Techniqoes 

FAS I 5 7  describes three main approaches to measuring the fair value o f  assets and liabilities: 

I) Market Auwooch. The matket approach uses prices and other relevant information generated by market transactions involving identical or comparable assets or 
liabilities (including a bwincss). The market approach includes the use of matrix pricing. 

2) Income Aurwoach - The income approach uses ~alualion techniques 10 convert future amounts (for example. cash flows or earnings) to a single present amount 
(discounted). The measurement is based on the value indicated by Current market expectations a h 1  those fumre amounts. 

3) Coil Amroach -The EOSI approach is based on the amount that currently would be required to replace the service capaciq of an asef (often referred to as current 
replacement cost). The cost approach assumes that the fair value would not exceed what it would cost a market participant to acquire or ~onstmct a substitute asset of 
comparable utility, adjusted for obsolescence. 

Items Measured at Fair Value on a Recurring Basis 

The following table sets fanh by level within the fair value hierarchy the company's financial assets and liabilities that were accounted for at fair value on a 
recurring basis as oflun. 30,2W8. As required by FAS 157, financial assets and liabilities are classified in their entirety based on the lowest level of input that is 
significant 10 the fdir value measurement. The company's assessment ofthe significance of a panicular input 10 the fair value measurement requires judgment, and may 
affect the valuation offair value assets and liabilities and their olacement within the fsir value hierarchv levels. For all assets and liabilities presented below the market 
approach was used in determining fairvalue. 

Rccurrinp Derivstivc Fair Value hlrarurrs 
J?" mrllions, 

&e& 
Natural gas swaps 

T O t d  

Natuml gas swaps 
Total 

Liabilities 

Natural gas swaps are over-the-counter swap instmments. The primary pricing inputs in determining the fair value ofnatural gas swaps are the New York 
Mercantile Exchange (NYMEX) quoted closing prices of exchange-rraded instmments. These prices are applied (a the notional amwnts of active positions to detemtine 
the reponed fair value. 
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Assets Measured at Fair Value an P Recurring Basis Using Unobservable Inputs (Level 3) 

fh  millions, 

Balance at Jan. I ,  2008 
Trdnsfers to Level 3 
Change in fair market value 
Included in earnings 
Balance at Mar. 31,2008 
Transfers to Level 3 
Change in fair inarkel value 
Settled 
Included in earnings 
Balance at Jun. 30.2008 

The $1 I .X million settled in the second quarter of 2008 related lo  folward starting interest rale swaps settled in conjunction with our May 2008 issuance ofthe 
related debt. 
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Item 2. MANAGEMENT'S DISCUSSION & ANALYSIS OF FINANCIAL CONDITION & RESULTS OF OPERATIONS 

E.mines S"".r) - Un."difcd 

Thre munlhs ended Jun 30, Sir months ended Jun 30. 
2008 zoo1 1008 ZQOl (millions, exeptper s h o e  r o u n t d  

Consolidated revenues $ 887.2 866.5 $ 1,678.9 6 1,687.8 
51 A 59.4 82.2 132.2 Net income Irom conliming operations 

Discontinued operations 
Net income 
Average common shares outstanding 

Basic 
Diluted 

Continuing operations 
Diseonlinued operations 
Earnings per share -baric 

Continuing upaations 
Discontinued operations 
Earnings per share. diluted 

Eamings per share - basic 

Eamings per share. diluted 

O~erstine Results 

Three Months Ended Jun. 30,2008: 

- 
$ 51.4 

210.4 
212.1 

$ 0.24 

$ 0.24 

$ 0.24 
~ 

5 0.24 

14.3 - 
$ 737 $ 82.2 

208 9 210.1 
210.0 211 6 

$ 028 $ 0.39 

$ 0.35 $ 0 39 

-- 
0.07 - 

= 

$ 0.28 16 0.34 

$ 0.35 L- 0.39 

0.07 - 

PPP 

14.3 
$ 146.5 

208.8 
209.7 - 

$ 0.63 
0.07 

$ 0.70 - 
5 0.63 

S 0.70 
0 07 - 

Second quarter net income and earnings per share from continuing operdtionr were $51.4 million and $0.24 per share. respectively. compared to $59.4 million 
and $0.28 pet share in the same period in 2007. In 2007, second qusrter results included a $14.3 million tax benefit recorded in discontinued operalions as B result of 
reaching a favorable c ~ n e l u ~ i o n  with taxing authorities related to the 2005 disposition of the Union and Gila River merchant power plants. As a result ofthe sale of 
TECO Transport in December 2007 and the conclusion ofthe program for tax credits from the prduction of synthetic fuel at the end of2007. second quarter net 
income in 2008 includcd no benefits from the operations of TECO Transpon or froin the production of synthetic fuel, which contributed $9.6 million and $I 1 .O million, 
respectively, or $0.1 0 per share collectively, in the 2007 period. 

Six Months Ended Jun. 30,2008: 

Yew-to-date net incane and earnings per share were $82.2 million or $0.39 per share in 2008, coinpared Io $146.5 million or $0.70 per share in the same period 
in 2007. Year-to-date net income and earnings pet share from continuing operations were $82.2 million or $0.39 per share in 2008, ampared to $132.2 million or $0.63 
pcr share in the same period in 2007. TECO Transport and the production of synthetic fuel contributed $16.0 million and $41 .I million. respectively, or $0.28 per share 
collectively, to year-to-date 2007 ne, income. 

42 

427 



Table of Contents 

O~eratine Commnv  result^ 

All m " t s  included in the operating company and Other and Eliminations discussions are afler-tax. unless orhenvise noted. 

Tampa Elertrir Company - Eledrle division (Tampa Electric) 

Net income for the second quarter was $40.2 million, compared with $34.7 million for the stme period in 2007. Results for the quarter reflect higher retail 
energy sales due to hotter weather than 2007, and increased sales IO other utilities. Net income included $1.7 million of Allowance for Funds Used During Comtmctim 
(AFUDC) ~ Equity, which represents allowed equity cost capitalized to cmsrmclion costs, related to the installation of nitrogen oxide (NO. )pollution control 
equipment. compared to $1. I million included in the 2007 period. Base revenues increased $7.4 million pretax in the quarter due to more favorable weather. 

Operations and maintenance expense. excluding all Florida Public Service Commission (FPSC)-approved cost recovery clauses, increased $I .9 million after tax 
in the second quarter of2008, primarily reflecting $1.2 million higher spending an planned outage requirements on power generating equipment compared to 2007 and 
$0.4 million higher baddeht expense. 

Compared to the second quarter of 2007, net income included 61.5 million lower depreciation expense, largely as a result of a depreciation study that reduced 
depreciation rates approved by the FPSC in the third quarter of 2007 and $0.3 million lower propiny tax expense, as a result of lower property tan rates from legislation 
passed in Florida in 2007, and as adjustments to propeny valWAtionS previously agreed to with various taxing authorities. 

Tampa Electric's retail energy sales increased 2.7% in the second quarter due to hotter weather and the operation o f a  lnrge water desalinization fidcility that was 
idle in 2007, partially offset by lower sales to industrial customem due to phosphate production facility outages and economic conditions. Total hearing and cwling 
degreedays for the Tampa area in the second quarter were 3% above normal and 8% above actual2007 IovcIs. 

Average customer growth of0.2% and 0.4% in the 200R quarter and year-to-date periods, respectively, reflected the weak Florida housing market and the 
general statewide economic slowdown. 

Year-to-date net income was 654.1 million, compared to $56.5 million in the 2007 period, driven p r ime ly  by $I .S million higher earnings on investments in 
emissions control equipment recovered through the Environmental Cost Recovery Clause, which were offset by higher operations and maintenance expense. These 
results reflect 0.4"/* higher retail energy sales and off-system energy sales that were essentially unchanged from the same period last year. Total heating and cooling 
degree days were I % below noma1 due to mild winter weather, but I %  above act~al2007 degree days. Year-to-date pretax base revenue growth of $4.3 million was 
limited by $low customer growth and mild first quarter weather. 

Excluding a l l  FPSC-approved cost recovery clause-related expenses, net income reflects $6.4 million higher operations and maintenance expense, including $3.7 
million higher spending on planned outage requiremxts on power generating equipment compared to ?007, and $0.9 million higher haddeht expense. Net income also 
included $3.0 million of AFLJDC -Equity related to the installation of NOn pollution control equipment. compared to $2.8 million included in the 2007 period. 

Compared to the 2007 year-to-date period, net income also reflected $2.2 million lower depreciation expense, and $0.7 million lower pmpeny tax expense for 
the reasons dese"bbed above. Interest expense at Tampa Electric increased $ I .3 million, due to higher levels of long-tenn debt outstanding and higher interest M 
auction-rate bonds for one month in the first quaner orthe year. In addition, interest income decreased due to lower cash balances and lower interest earned on under- 
recovered fuel balances early in the year. 

On Jun. 12,2008, Tampa Electric notified the FPSC that i t  plans to file for an increase to its base rates, the fimt time the company has inade such a request Since 
1992. In that notification Tampa Electric indicated that a base revenue increase in a range between $225 inillion and $235 million will be needed, and that it  would tile 
all details related to its proposal in 60 days. That filing will start an eight-month process during which the request for new base rates is considered by the FPSC, with 
new rates effective at its conclusion. 
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A summary of Tampa Electric's operating statistics for the three months and six months ended Iun. 30,2008 and 2007 follows: 

Residential 
Commercial 
Industrial - Phosphate 
Industrial - Other 
Other ales of electricity 
Deferred and other revenues" 

Sales for resale 
Other operating revenue 
SO, Allowance sales 

Average c u ~ t o m m  (thousands) 
Retail output to line (kilowatt hours) 

S k  rrionlhs ended Jum 30, 
By Customer Type 
Residential 
Commercial 
Industrial ~ Phosphate 
Industrial - Other 
Other sales ofelecoiciry 
Deferred and other revenues"' 

Sales for resale 
Other operating revenue 
SO, Allowance sales 

Average customer6 (thousands) 
Relail output to line (kilowatt hours) 

(1) 

Tampa Electric Company - Natural gas division (PGS) 

Primarily reflects the timing of environmental and Fuel clause recoveries. 

$ 247.3 $ 238.4 3.7 2,153.5 2,068.3 4. I 
161.9 160.3 1.0 1,621.5 1,598.2 1.5 

16.5 17.4 (5.2) 240.2 249.1 (3.6) 

46.8 43.4 7.8 464.0 425.2 9.1 
30.3 30.1 0.7 324.2 334.9 (3 .2)  

13.0 10.9 19.3 - - 
515.8 5m.5 3.1 4,803.4 4,675.7 2.7 

19.2 17.6 9.1 230.6 223.1 3.4 

~ - - - - _ _ -  

10.1 9.0 12.2 - - - 
- - - 

I_ I .0 (94.3) 17.6 
$ 546.1 $ 544.7 0.3 5,034.0 4898.8 2.8 ----A,, 

668.0 666.0 0.3 
5 278.0 5.168.6 2.1 ---I-- 

$ 454.3 $ 454.7 (0.1) 3,931.5 3,930.9 0.0 
309.3 306.9 0.8 3,089.5 3,057.C 1.1 
33.1 36.1 (8.3) 484.8 520.5 (6.9) 
57.7 58.8 (1.9) 630.1 654.6 (3.7) 
89.4 83.9 6.6 882.6 8 17.2 8.0 

- - - 5.8 7.4 -- 
949.6 947.8 0.2 9,018.5 8,980.2 0.4 
35.2 33.1 6.3 419.8 421.2 (0.3) 

- - - 20.9 18.2 14.8 
- - - -- 1 .9 17.6 (89.2) 

$1,007.6 $1.016.7 (0.9) 9,438.3 9,401.4 0.4 __-  
668.3 665.4 0.4 

9.635.7 9,580.9 0.6 ------ 

Peoples Gas reponed net income of$5.3 million for the second quaner, compared to $5.4 million in the Same period in 2007. Quanerly results reflect higher OW- 
system sales, higher volumes transported for power generation and industrial customers and average customer growth of0.3%, which reflects the continued slowdown 
in the Florida housing market. Higher residential t hem sales reflect weather that was cooler than 2007 and increased t h e m  sales to industrial customers reflect a new 
cusTomer with sigoificani usage. The effects ofthese higher  volume^ were more than offset by higher non-fuel operations and maintenance COSIS, higher depreciation 
expense due to routine additions to facilities to serve customers and increased interest expense due to higher levels of long-term debt outstanding. Volumes for 
commercial CuStOmm in 2008, panieularly the restaurant sector, were lower reflecting the slowdow in the Florida economy. 

Year-to-date net income was $ 15.3 million, compared to $16.4 million in the 2007 period, driven largely by the same factors as the second quarter. Results also 
reflect average customer growth of0.3% and lower sales to weather-sensitive residential customers in the first quarter due to very mild winter weather. 

On Iun. I2.2008, Peoples Gas notified the FPSC that it plans to file for an increase to itsbase rates, the first time the company has made such a request since 
2002. in that notification Peoples Gas indicated thst a base revenue increase ofabout $25 million will be needed, and that it would file all details relsred to its proposal 
in 60 days. That filing will stan an eight-month process during which the request for new base rates is considered by the FPSC. with new rates effective at its 
CO"CI"Si0". 
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A summaly of PGS' regulated operating statistics for the three months and six months ended Jun. 30,2008 and 2007 follows: 

Residential 
Commercial 
lndushial 
Off system sales 
Power generation 
Other revenues 

By Sales Type 
system supply 
Transportation 
Other revenues 

Average customers (thousands) 

Sknronrhs endedJun 30, 
By Customer Type 
Residential 
Commercial 
Industrial 
Off s y s m  sales 
Power generation 
Other revenues 

By Sdes Type 
System supply 
Transportation 
Other revenues 

Average c~~to~ners  (thousands) 

TECO Coal 

$ 32.2 $ 31.0 3.9 
38.0 41.4 (8.2) 

97.8 53.6 82.5 
2.3 2.4 (4.2) 

14.8 14.5 2.1 

53.4 48.4 10.3 
82.1 65.9 24.6 

132.9 117.1 13.5 

90.8 92.1 (1.4) 

- - - --- 
374.0 338.0 10.7 

151.7 109.7 38.3 111.0 96.4 15.1 
22.4 22.3 0.4 263.0 241.6 8.9 

8.6 9.4 - (8.5) - - -- 
~ _ _ _ _ _ _ _ _ _ -  $ 182.7 5 141.4 29.2 374.0 338.0 10.7 

336.3 335.2 0.3 - - _ _ - _ _ -  

S 80.9 $ 85.4 (5.3) 42.6 43.6 (2.3) 
82.4 91.7 (10.1) 197.8 199.6 (0.9) 
4.5 4.9 18.2) 100.2 99.8 0.4 

166.4 100.4 65.7 160.8 128.6 24.9 
7.2 6.3 14.3 239.6 182.6 31.2 

18.4 20.3 (9.4) - - - -- 
$ 359.8 $ 309.0 16.4 740.8 654.2 13.2 

294.4 242.4 21.5 234.9 208,s 12.7 
47.0 46.3 1.5 505.9 445.7 13.5 
18.4 20.3 (9.4) - - - ~- 

$ 359.8 $ 309.0 16.4 740.8 654.2 13.2 
-n=---- 

336.2 335.1 0.3 ------ 

TECO Coal achieved second quarter net income of$4.2 million, compared Io $20.8 million in the same period in 2007. In 2007, TECO Coal's results included 
an 51 1.0 million benefit related to synthetic fuel production. 

Second quarter lotal Sales were 2.4 million Ions, compared to 2.2 million tons in the second quarter of2007, which included I .5 million tons of synthetic fuel. 
TECO Coal experienced slightly lower than expected production due to difficult mining conditions in an underground mine. which IemporaAy reduced production 
from that imine in the first two months of the second quarter. Compared to the second quarter in 2007, results reflecl an average per ton selling price almost 10% higher 
across all products, excluding lransportation  allowance^. In the second quarter of 2008, the cash cos1 of production p a  ton increased almost 20% over 2007's lwei, 
driven by diesel fuel prices that were more than double 2007 prices; the per-ton cost for steel products used in underpound mining, such as roof bolts, that were more 
than double 2007 levels, and the cost ofexplosives used in surface mining operations that were 42% higher than in 2007. 

TECO Coal recorded year-to-date net income of $1 1.7 million in 2008, compared to 563.2 million in the 2007 per id ,  which included a $41.7 million benefit 
associated with the production of synthetic fuel. 

Year-todate 2008 total Sales were 4.9 million tons, compared lo 4.3 million tons in the 2007 period, which included 2.8 million tons of synthelie fuel. Re~ults in 
2008 reflect an average net per-Ion selling price across all products, excluding nansportation allowances, that was more than 5% higher than 2007. In 2008, the cash 
Cost of production for the year-to-date period was approximately 13% higher than 2007, driven by the same factors as in the second quaner. Results alw reflect a 160.6 
million benefit in the timf quarter of2008 from the me-up of the 2007 synthetic fuel tax credil rate, compared to a $ I  .6 million benefit included in the first quarter of 
2007. 
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TECO Guntemsla 

TECO Guatemala reported second quarter net income of $14.9 million in 2008, compared la $12.8 million in the 2007 period. Year-toilate 2008 net income was 
$25.4 million, comparcd to $23. I million in the 2007 period. Proceeds from spot energy Sales at the San Jose Power Station significantly improved due to higher spot 
market prices. Eamings under the power sales contract were down sligtly due to the timing ofa scheduled maintenance outage. Interest expense for both the Alborada 
and San Jose power Stations decreased in both periods due Io lower interest rates and lower projecl debt balances. At EEGSA, the distribution utility, 2008 second 
wader and year-todate results reflect customer gowih and higher energy sales, which resulted in higher net income, offset by higher costs at EEGSA. The eamings 
from the unregulated EEGSA-affiliated companies (DECA II), which provide, among other things, electricity transmission services, telecommunication camer service, 
wholesale power sales lo unregulated electric c~stomers and engineering services, increased in both periods from fundamental growth in the businesses. Results far 
EEGSA and affiliated companies also include a 53.1 million benefit related to an adjustment to previously estimated 2007 income and year-end equity balances, 
compared to a similar $I .9 million benefit in 2007. 

Other and Eliminations 

The cost for "Parentlother" in the second quarter of2008 was $13.2 million. compared to a cost of $23.9 million in the same period in 2007, which included $8.3 
million of charges related to the sale ofTECO Transport. Results in the 2008 qurner were driven by lower interest expense partially offset by lower investment income 
due to lower cash balances. Told parenUTEC0 Finance inleresl expense declined by $4.9 million in the second quaner of2008, reflecting parent debt retirements. 

The yehr-to-date "Parentiothei' cost w'as $26.3 million in 2008. compared to $43.0 million in the 2W7 period. The 2008 year-to-date cost includes $0.6 million 
ofcosts related to previously estimated transaction costs associated with the sale of TECO Transport, compared to the 2007 year-lo-date cost, which included $1 0.1 
million of charges related to the sale ofTECO Transport. Year-iodate 2008 total parentiTEC0 Finance interest expense declined by $ 1  I .3 million, due to parent debt 
retirements. 

TECO Transport 

The d e  ofTECO Transport closed Dec. 4,2007. Due to the ongoing c~ntracm~al relationship for solid fuel waterbome transportation services, TECO Transport 
was not classified as a discontinued operation and is included in TECO Energy's h i s tor id  results. 

In 2007. TECO Transpon recorded second quartet net income of $9.6 million, and year-to-date net incume of$16.0 million 

Discontinued Operntions 

Net income from discontinued operations was $14.3 million in 2007, reflecting a favorable conclusion reached with taxing authorities related to the 2005 
disposition of the Union and Gila River merchant power plants. 

Income Taxes 

The provision for income taxes hum continuing operations for the six month periods ended Jun. 30, 2008 and Jun. 30,2007 was an expense of$35.5 million and 
$57. I million, repectively. The provision far income t a x a  froin continuing operations in the six months ended Jm. 30,2008 was impacted by the termination ofthe 
synthetic fuel operations tan credit program and its related investor incume, as well as by the sale of TECO Transpon on Dec. 4,2007. In addition 10 the income taxes 
on recurring operations, thc 2007 provision for inwme t a ~ e s  includes an income lax benefit related to the application ofthe 'Tonnage tar" to qualified vessels. 

During the six month periods ended Jun. 30,2008 and lun. 30,2007, the company experienced a number of events that have impacted the overdll effective tan 
rate on continuing operations. These  event^ included penanent reinvestment of fore@ income under APE No. 23, depletion, repatriation of foreign source income to 
the United Slates and reduction ofincome tar expense under the new "tonnage tax" regime. 

Interest Charger 

Total interest charges for the three and six months ended Jun. 30,2008 were $55.9 million and $1 13.6 million, respectively, CompAred to $65.7 million and 
$132.8 million for the three and six months ended Jun. 30,2007. me lower interest expense reflects parent debt redemption and refinancing activities including the 
retirement of$300 million of6.125% notes at maturity in May 2007 and $297.2 million af 7.5% notes due in 2010 in December 2007, partially offset by the impacl of 
higher long-term debt balances at the regulated utilities. 
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Liquidity and Capital Rewurrrs 

The table below sets fotrh the Jun. 30,2008 consolidated liquidity and cash balances. the cash balances at the o p t i n g  companies and TECO Enerw parat .  
and amounts available under the TECO EnerwrrECO Finance and Tampa Electric Company credit facilities. 

Tamps Elmrrlr 
Pa,.", - CO".~lid.,* CQ""Y Other 

$ 675.0 $ 475.0 $ - $ 2 0 . 0  
9.5 

6M.I 473.6 - 19n 5 

lmillion~) 

Credit facilities 
Drawn amounts I LCs 
Available credit facilities 

10.9 I .4 - 

Cash and shon-term investments 
Total liquidity 
Consolidated restncted cash (not included above) 

174.2 60. I 60.4 __ 53.7 

.% 0.2 16 7.3 
$ 838.3 $ 533.7 s 60.4 * - 6 1.5 S - 

Consolidated other cash and short-tem investments includes $10.3 million of cash at the unregulated operating companies for normal operations and $50.0 
million of consolidated cash and shon-term investments at TECO Guatemala held offshore due IO the tax deferral ~ha tegy  associated with EECSA. In addition to 
consolidated cash, 8s of Jun. 30,2008, unconsolidated affiliales owned by TECO Guatemala, CGESJ (San Josse) and TCAE (Alborada), had unrestricted cash and shon- 
tenn investmen1 balances of$] 8.1 million, which is not included in the lable above. The table above also excluds consolidated restricted cash of $7.5 million, 
primarily at TECO Energy parent. 

Tampa Ebcltic's liquidity position reflects its cutrent 2008 $12 million under-recowry in its fuel and purchased power clause. which is projected to imrase to 
approximately $209 million by year-end. Tampa Electric will seek to recover underwecovered 2W8 fuel costs through the 2009 fuel adjustment process. 

Covenants in Finnnriog Agreements 

In order to utilize their remective bank credit facilities, TECO EnergyiTECO Finance and Tampa Electnc Conrpany musf meet cenain financial tests as defined 
in the applicable agreements. In addition, TECO Energy, Tampa Electric Company and other opemting companies have cenain restfictive covenants in specific 
apemenis  and debt insmments. TECO Energy, Tampa Electric Company and Ule other operating companies are in compliance with a l l  applicable financial covenants. 
The table that fallows lists the covenants and the performance relative to them at Jun. 30,2008. Reference i s  made lo the specific agreements and instmments for more 
delails. 
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Credit faciliy" 
Accounts receivable credit facility" 
6.25% senior "des 

Insurance agreements relating to cenain pollution bonds 

TECO EnergvfTECO Finance 
Credit facility" 

TECO Energy 7.5% notes 

TECO Energy floating rate and 6.75% notes and TECO Finance 
6.75% notes 

TECO Diversified 
coal supply agreement guarantee 

Funded debucapital 
sale of assets 
Debticapital 
Debticapital 
Debtlcapiral 
Limit on liens" 
Limit on liens" 

DebtlEBITDA"' 
EBITDNinterest ':' 
Limit on additional 

indebtedness 
Dividend restriction '*' 
Limit on liens'" 

Restrictions on secured 
debt 

Cannot exceed 65% 
Less than 20% of total assem 
Cannot exceed 65% 
Cannot exceed 65% 
Cannot exceed 60% 
Cannot exceed $lW 
Cannot exceed $388 (7.5% ofnet 

assets) 

Cannot exceed 5.0 times 

Minimum of 2.6 times 
Cannot exceed $1,074 

Cannot exceed $51 per quarter 
Cannot exceed $282 (5% of 

tangible assets) 

50.3% 
0% 

49 5% 

49.5% 
49 5% 

16 0 liens outslandme 
$ 0 liens outstanding 

3.0 times 

4 1 t n "  
$ 0 

$ 42 
$ 0 liens outstanding 

I,, 

Divrdend restnclion Net worth not less than $292 $ 554 
(40% of tangible net assets) - 

( I )  
(2 )  

( 3 )  
(4) 

(5) 
(6) 

As defined in each applicable instrument. 
€BIT generally represents earnings before interest and taxes. EBITDA generally represents EBlT before depreciation and amortization. However. in each 
circumstance, the term is subject 10 the definition prescribed under the relevant aseements. 
See description ofcredit facilities in Note 6 IO Amendment No. I to the 2007 TECO Energy, he.  Annual Repon on Form IO-K 
TECO Energy cannot declare quanerly dividends in excess of the restricted amount unless liquidity projections demonstrating sufficient cash or cash equivalents 
to inake each of the next three quanerly dividend payments are delivered to the Administrative Agent. 
If the limitation on liens is exceeded, the company is required to provide ratable secunty 10 the holders of there notes. 
The indentures for these notes contain resmctions which limit secured debt of TECO Energy ifsecured by Principal Property or Capital Stock or indebtedness of 
directly held subsidiaries (with exceptions as defined in the indentures) without equally and ratably securing these notw. 

Credit Ratines uf Srnlar Un9ccmrd Dcbt at Jun. 30, ZODS 
Slnndord.4 Poor's MOOdJS'." Pi(ED 

Tampa Electric Company BBB- Baa2 BBB+ 
TECO EnergylTECO Finance BB+ Baa3 BBB- 

On Jun. 9,2008, Standard & Poor's Rating Services changed its outlook on TECO Energy, TECO Finance and Tampa Electric Company IO positive from stable. 
At the same time, Standard &Poor's affirmed the senior unsecured ratings on all three entities. 

In March 2008, Fitch upgraded the ratings on TECO Energy and TECO Finance senior unsecured debt Io investment grade at BBB-. In addition, Fiteh removed 
TECO Energy, TECO Finance and Tampa Electric Company From ratings watch positive and placed stable outlooks on the ratings. 

Filch's ratings upgrade ofTECO Energy and TECO Finance reflects the leverage reduction resulting From the use ofTECO Trampon sale proceeds to reduce 
debt and from earlier debt reduction effons. Fitch aka cited TECO Energy's reduced business risk resulting from sales of "on-regulated opemiions and focus on utility 
Operations as factors considered in the upgrade. 
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Standard & Poor's, Moody's and Filch describe credit ratings in the BBB or Baa category as representing adequate capacity for payment offinancial obligations. 
The lowest investment grade credit ratin@ for Standard & Poor's is EBB-, for Moody's is  Baa3 and for Filch is BBB-: thus all three credit rating agencies assign 
Tampa Electric Company's Senior unsecured debt investment grade ratings. 7he rdtings assigned lo Senior unsecured debt ofTECO Energy and TECO Finance by 
Moody's and Filch are investment grade and by Standard & P o d s  are below investment grade. 

A credit rating agency rating is not a recommendation to buy, sell or hold securities and may be subject lo revision or withdrawal at any time by the auigning 
rating agency. Any future downgrades in credit ratings may affect our ability to borrow and may increase financing costs, which may decrease earnings. 

Off-Balance Sheet Financing 

Unconsolidated affiliates have project debt balances as follows at Jun. 30,2008. TECO Energy has no debt payment obligations with respect to these financmgs. 
Although the company is not directly obligated m the debt, the equity inlcrest in those unconsolidated afiliares and OUT commitments with respect to those projects are 
at risk if those projects are not operated successfully. 

("IilliO">, 

Alborada Power Station 
DECA II 

Lonwerm Debt O v w n h B  In,ermi 
Sari Jose Power Station 6 67.8 100% 

$ 6.5 96% 
$ 217.3 30% 

Outlook 

TECO Energy indicated in February an outlook for 2008 rewlts from continuing operations within a range of $0.95 and $1. I O  per share, excluding any charges 
or gains. Based on the year-to-date performance and expectations of continued production cost pressurcs at TECO Coal and a continuation ofthe effects ofa slow 
Florida economy on customer grorlh and energy sales for the remainder of 2008, TECO Energy now expects 2008 eamings to be in a range between 60.80 and $0.90 
per share, excluding any charges or gains. This range assumes a continued weak Florida economy and housing market; includes the effects o fa  very rainy July, which 
reduced energy sales at Tampa Electric, but assumes nonnal weather for the remainder of the year, and assumes continued high production costs at TECO Coal. 

Year-to-date, Tampa Electric has experienced total degree days 1% below n m a l ,  lower residential per-customer usage due to mild weather, volunary 
ConSeNation, and c ~ ~ t o m e r  growth indicative o f a  continued weak housing market and economic slowdaun. At Peoples Cas, mild winter weather has reduced year-to- 
date sales, and cnstomer growih has slowed due to the housing market slowdoun. At TECO Coal, Sales in 2008 are now expected to be about 10 million tons, compared 
to the 10.5 million tans previously forecast, due to the second quaner production issues discussed above and the availability ofcontract miners. TECO Coal's selling 
prices for over 90% of this year's production reflect contracts signed in 2006 and 2007 or before, prior tu the N" up in coal prices, and the remaining 10% of the current 
year fontraclS were signed early in 2008. At the same time, the cost of production reflects the current prices for diesel oil, steel and petroleum-related products, all of 
which are substantially higher than at the time the outlook was provided in February 2W8. TECO Guatemala had previously indicated that eamings for 2008 would be 
lower than 2W7 levels: however, 2008 net income from TECO Guatemala is now expected to be at about 2007 levels. given the sbong year-todate perromance. As 
indicated in February, costs st the TECO Energy parent level are expected to decline due to debt retirement actjons in 2007 partially offset by lower investment income 
due to lower cash balances. 

Fair Value Mesrurementn 

Effective Jan. I ,  2008, the compeny adopted SFAS No. 157, Foir Vdur Mroruremenl~ (FAS 157). PAS I57 defines fair value, establishes a framework for 
measuring fair value under generally accepted accounting principles, and expands disclosures about financial assets and liabilities carried at fair value. The majority of 
the company's financial assets and liabilities are in the form ofnatural gas and interest rare derivatives classified as cash flow hedges. The implementation of FAS 157 
did not have a material impact on ouc results ofoperatiom, liquiditj or capital. 

All oatupdl gas derivatives were entered into by the regulated "tilitiff to manage the impact ofnatural gas prices on customem. As a result ofapplying the 
provisions of FAS 71, the changes in value ofnatural gas derivatives of Tampa Electric and PGS are recorded as regulatory assets or liabilities to reflect the impact of 
the risks ofhedging activities in the fuel recovery clause. Because the amounts are deferred and ultimately collected through the fuel clause, the unrealized gains and 
losses associated with the valuation ofthese assets and liabilities do not impact OUT results ofoperatiom 

Interest rate derivatives at the regulated utilities were entered into in 2007 as a cash flow hedge to lock in a fixed rate on a debt issuance during the second 
quaner of 2008. The $ 1  I .8 million settlement ofthese instruments in May of 2008 was recorded in accumulated other comprehensive income and will be amortized to 
eamings over the life of the related debt. 
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Critical Accounting Policies and  Estimates 

Our critical accounting policies relate to deferred income (axes, employee postretirement benefits, long-lived assets and regulatory accounting. For funher 
discussion of our critical accounting policies, see our Annual Repon on Form 10-K for the year ended Dec. 31,2007. 

Item 3. OUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK 

Interest Rate Risk 

We are exposed to changes in interest rates primarily as a result of our borrowing activities. We may enter into futures, swaps and option contracts, in 
accordance with the approved risk management policies and procedures, to moderate this exposure to interest rate changes and achieve a desired level of fixed and 
variable rate debt. 

In March 2008. Tampa Electric Company convened 519 I .75 million aggregate principal amount oftar-erempt bonds originally issued for its benefit in auction 
rate mode and remarketed them in long-term interest rate modes. In addition, Tampa Electric purchased in lieu ofredemption 595.0 million aggregate value oftax 
exempt bonds previously in auction rate mode and held such bonds at Jun. 30.2008. Dendinn a determination oftheir disoosition. The result ofthese  transaction^ 
lowered our exposure to variable interest rate risk 

Credit Risk 

We are exposed IO credit risk as a result of our purchases and sales 
significant change in our exposure to credit risk since Dec. 31,2007. 

ofenergy commodities and related hedging .xtivities. As 01 'Jun. 30,2008, there was no 

Commodity Risk 

We face varying degrees of enpasure to commodity risks-including coal, natual gas, fuel oil and other energy commodity prices. Any changes in prices could 
affect the prices these businesses charge, their operating costs and the competitive position of their products and sewices and do affect the net fair value ofderivatives. 
We assess and monitor risk using a variety of measurement tools based on the degree of exposure of each operating company to commodity risk. Our most significant 
commodity risk exposures for the remainder of2008 are the effect ofdiesel oil prices an the operating costs ofTECO Coal and the potential effect of high natural gas 
prices on our cash flows. Prudently incurred costs for natural gas are recoverable through FPSC-approved cost recovery clauses, and therefore do not affect our 
eamings. However, higher than expected prices for natural gas can affect the timing ofrecovery and thus impact cash flows. 

The change in fair value of derivatives is largely due to the increase in the price ofnatural gas. The company maintains a similar volume hedged as oflun. 30, 
2008 from Dec. 3 1 . 2 0 7 ,  but the price of natural gas has increased, on average, 66% since the end of 2007. In addition, derivative balances at Dec. 31,2007 included 
$8.2 million in interest rate swap liabilities that were settled during the 2.. quaner. 

The following tables summarize the changes in and the fair value balances ofderivative assets (liabilities) for the six months ended Jun. 30,2008: 

Chsnees in Fair Vdur 0rD)erivativr.i (millions) 

Net fair value of derivatives as o f b .  3 I ,  2007 16 (23.9) 
Additions and net changes in unrealized fair value ofderivatives 
Changes in valuation techniques and assumptions 

165.2 
~ 

Realized net settlement ofderivatives 25.9 
Net fair value ofderivatives as of Jun. 30,2008 $ 167.2 
Roli-Furw*srd o f h r i v s t i u e  Net Assets (Lisbilirin) (millions) 
Total derivative net liabilities as of Dee. 3 I ,  2007 $ (23.9) 
Change in fair value ofnet derivative assets: 

Recorded as regulatory assets and liabilities or other comprehensive income 165.2 

Realized net Settlement ofderivatives 25.9 
Recorded in eamings - 

Net option premium payments - 
Net purchase (=le) of existing contracts - 
Net fair value ofderivatives a$ oflun. 30,2008 16 167.2 
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Below is a summary table of sources of fair value, by maturity period, for derivative conmaacts at Jun. 30,2008: 

Actively quoted prices 
Other extmal  SOUTCCS~'' 

Model prices"' 

Total 

~ - - 

$ 142.9 $ 24 3 $ I67 2 

.$ I42 9 $ 24.3 $ 167.2 
- ~ ~ 

( I )  

(2) 

Reflects over-the-counter natural gas swaps for which the primary pricing inputs in determining fair value are NYMEX quoted closing prices of exchange traded 
instmments. 
Model pnces are used for determining the fair value of energy derivatives where price quotes are infrequent or the market is illiquid. Significant inputs to the 
models are derived from market-observable data and actual historical experience. 

For all unrealized derivative contracts, the valuation is an estimate based on the best available infomation. Actual cash flows could be materially different from 
the estimated value upon maturity. 

Item 4. CONTROLS AND PROCEDURES 

TECO Energy, Ine. 

(a) Evaluation of Diselosure Controls and Procedures. TECO Energy's management, with the panicipation of its principal executive officer and principal 
financial officer, has evaluated the effectiveness of TECO Energy's disclosure c m t r o l ~  and procedures (as such term is defined in Rules I3a-I5(e) and 15d-l5(e) 
under the Securities Exchange Act of 1934, as amended (the Exchange Act)) as ofthe end of the period covered by this quanerly repon (the Evaluation Date). 
Based on such evaluation, TECO Energy's principal financial officer and principal executive officer have concluded that, as of the Evaluation Date, TECO 
Energy's disclosure con tml~  and procedures are effective. 

Changes in Internal Controls. There was no change in TECO Energy's intemal control over financial reponing (as defined in Rules 13a-15(() and 156.1 5 ( f )  
under the Exchange Act) identified in connection with the evaluation of TECO Energy's intemal contml~ that occurred during TECO Energy's last fiscal quaner 
that has materially affected, or is reasonably likely to matenally affect, such E O ~ ~ T O I S .  

(b) 

Tamps Electric Company 

(a) Evaluation of Disclosure Controls and Procedures. Tampa Electric Company's management, with the panicipation of its principal executive officer and 
principal financial officer, has evaluated the effectiveness of Tampa Electric Company's disclosure contml~ and procedures (as such term is defined in Rules 
13a-I 5(e) and 15d-I 5(e) under the Exchange Act) as ofthe end of the Evaluation Date. Based on such evaluation, Tampa Electric Company's principal financial 
officer and principal executive officer have concluded that. as of the Evaluation Date, Tampa Electric Company's disclosure contmls and procedures are 
effective. 

Changes in Internal Controls. There was no change in Tampa Electric Company's intemal control over financial reponing (as defined in Rules I3a- 
I X f )  and l5d-lS(() under the Exchange Act) identified in connection with the evaluation of Tampa Electric Company's intemal m n t r o l ~  that occurred 
during Tampa Electiic Company's last fiscal quaner that has materially affected, or is reasonably likely to materially affect, such controls. 

(b) 

5 1  
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Item 1A. RISK FACTORS 

PART II. OTHER INFORMATION 
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Item 2. UNREGISTERED SALES OF EOUITY SECURITIES AND USE OF PROCEEDS 

The following table shows the number of shares of TECO Energy common stock deemed to have been repurchased by TECO Energy, 

Apr. I ,  2008 - Apr. 30.2008 
May I .  2008 -May 31,2W8 
Jun. I ,  2008 - Jun. 30,2008 
Total 2nd Quarter 2008 

(a) 
Totd Number 01 
Share8 (or UnlW 

Purehmcd "' 
31,917 

7,106 
4,564 

43.587 

(bl 
Average Pricr Paid 
pcr Share (or Unit1 
s 16.70 
$ 19.37 
16 21.18 
$ 17 60 

Publicly Announced Plans 
or Programs 

Id) 
Maximum Nvmbcr lor 

Approximar Dollar Vnloc) 
ofShsrcs(or Unlts) that 
Mar Yet Be Purchased 

( I )  These shares were not repurchased through a publicly announced plan or program, but rather relate to campensarion or retirement plans of the company. 
Specifically, these shares represent shares delivered in satisfaction of the exercise price andlor tan withholding obligations by holders of stock options who 
exercised options (granted under TECO Energy's incentive compensation plans). shares delivered or withheld (under the tenns of grants under TECO Energy's 
incentive compensation plans) to offset tax withholding obligations associated with the vesting ofrestticted shares and shares purchased by the TECO Energy 
Group Retirement Savings Plan pursuant to directions from plan participants or dividend reinvestment. 

Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS 

A1 the Annual Meeting of Shareholders held on Apr. 30,2008, the shareholden of TECO Energy, hc. elected four directors and ratified the actions taken by the 
Audit Committee appointins PricewaterhouseCoapen LLP as TECO Energy, 1nc.k independent auditor. The foilowing table details the voting results: 

Election ofDirectors 
DuBose Audey 

James L. Feman, Jr. 

John B. Rami1 

Paul L. Whiting 

Resolution lo ratify appointment by Audit Committee of 
PricewaterhouseCoopers LLP as independent auditor. 

Vote  Cast For Votes Cast Ayainsf - *b,C"flO"S Broker Non-Vote 

158,141,664 27,591,524 2,696,789 

180,990, I29 4322.774 2,617,074 

181.563.044 4,264,394 2.602.539 

181,739,571 3,947,034 2,743,372 

183,124,341 2,785,507 2,520,129 

For a complete listing afthe Board of Directors, please see Item 10. Directors, Executive Officers m d  Corporate Governance UI'TECO Energy, inc:s 
AnnualUeportonFonn IOXfortheyearended~ec.31,2007 

Item 6. EXIIIBITS 

Exhibits - See index on page 55. 
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SIGNATURES 

Pursuant to the requirements of the Securities Exchange Act o f  1934, the Registrant has duly caused this repon to be s i p 4  on its behalfby the undersigned 
thereunto duly authorized. 

TECO ENERGY, INC. 
(Registrant) 

Date: July 3 I, 2008 

Date: July 31,2008 

BY: /a/ G. L. CILLETTE 
C. L. GILLETTE 
Executive Vice President 
and Chief Financial O f f ~ e r  
(Principal Financial Officer) 

TAMPA ELECTRIC COMPANY 
(Registrant) 

BY: is/ G.  L. CILLETTE 
G. L. GILLETTE 
Senior Vice President - Finance 
and Chief Financial Officer 
(Principal Financial Officer) 
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INDEX TO EXHIBITS 

Exhibit No. Descripnon 

3.1 * Articles of Incorporation of TECO Energy, Inc., as amended on Apr. 20, 1993 (Exhibit 3, Form 10-0 forthe quaner ended Mar. 31, 1993 of TECO 
Energy, Inc.). 

3.2 

3.3 

* Bylaws of TECO Energy, Inc., as amended effective Jan. 30,2008 (Exhibit 3.1, Form 8-K dated Jan. 30,2008 ofTECO Energy. 1°C.). 

* Articles of Incorporation of Tampa Electric Company (Exhibit 3, Registration Statement No. 2-70653 of Tampa Electric Company). 

3.4 * Bylaws ofTampa Electric Company, as amended effective Jan. 30,2008 (Exhibit 3.4, Fonn IO-K for 2007 of TECO Energy, Inc. and Tampa Electric 

* Seventh Supplemenial Indenture dated as of May I, 2008 hetween Tampa Electric Company and The Bank ofNew York, as mstee. supplementing the 

Company). 
4.1 

Indenture dated as ofJul. I ,  1998, as amended (Enhihit 4.20. Form 
8-K dated May 16,2008 of Tampa Electnc Company). 

4.2 * 6.10KNotesdue2018(Exhihit4.21,Form8-Kdated May 16,2008ofTampaElectricCampany). 

Form of Performance Shares Agreement under the TECO Energy, Inc. 2004 Equity Incentive Plan. 

Form of Restricted Stock Agreement under the TECO Energy, Inc. 2004 Equity Incentive Plan. 

Form of Restricted Stock Agreement beween TECO Energy, Inc. and Sheri l l  W. Hudson under the TECO Energy, Inc. 2004 Equity Incentive Plan. 

Ratio o f  Eamings to Fixed Charges ~ TECO Energy, Inc. 

Ratio of Eamings to Fixed Charges ~ Tampa Electric Company. 

Certification ofthe Chief Executive Officer ofTECO Energy, Inc. pursuant 10 Securities Exchange Act Rules 13a-I4(a) and 15d-l4(a) as adopted 
pursuant to Seetian 302 of the Sarhanes-Oxley Act of 2W2. 

Certification ofthe Chief Financial Officer of TECO Energy, Inc. pursuant to Securities Exchange Act Rules l3a-14(a) and I5d-l4(a) as adopted 
pursuant to Section 302 of the Sarhanes-Onley Act of 2W2. 

Certification ofthe Chief Executive Officer of Tampa Electric Company pursuant to Securities Exchange Act Rules 13a-l4(a) and 15d-l4(a) as 
adopted pursuant to Section 302 of the Sarhanes-Oxley Act of 2002. 

Certification ofthe Chief Financial Officer of Tampa Electric Company pursuant 10 Securities Exchange Act Rules 13a-I4(a) and I5d-14Ca) as adopted 
pursuant to Section 302 ofthe Sarbanes-Onley Act of 2002. 

Certification ofthe Chief ExEutive Officer and Chief Financial Officer ofTECO Energy, Inc. pursuant to 18 U.S.C. Section 1350 as adopted pursuant 
to Section 906 ofthe Sarbanes-Oxley Act of2002."' 

Certification of the Chief Executive Officer and ChiefFinancial Officer of Tampa Electric Company pursuant IO I 8  U.S.C. Section 1350 as adopted 
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.''' 

10.1 

10.2 

10.3 

12.1 

12.2 

31.1 

31.2 

31.3 

3 I .4 

32.1 

32.2 

(I) ' This certification accompanies the Quarterly Repan on Fonn IO-Q and is not filed as pan of it. 
Indicates exhibit previously filed with the Securities and Exchange Commission and incorporated herein by reference. Enhihits filed with periodic reports of 
TECO Energy, Inc. and Tampa Electric Company were filed under Commission File NOS. 1-81 80 and 1-5007, respectively. 
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Exhibit 10.1 

TECO ENERGY, INC. 
2004 EQUITY INCENTIVE PLAN 

Performance Shares Aereement 

TECO Enera,  Inc. (the "m) and (the "'w) have entered into this Performance Shares Agreement (the Aereement ") 
dated 
thc Plan. 

under the Company's 2004 Equity Incentive Plan (the ''Plan "). Capitalized terms not orhenvise defined herein have the meanings given to them in 

1, G r a n ~ .  Pursuant IO the Plan and subject to the terms and conditions set forth in this Agreement. the Company hereby grants, issues and 
delivers 10 the Grantee- shares ("Number ofResmcted Performance Shares ")of its Common Stock (the '~ Restricted Performance Shares ") as of the date of 
this Agreement and the Company will grant, issue and deliver to the Grantee the Performance Reward Percentage multiplied tims- shares ( " m f  
Additional Perfmnance Shares ")of its C m m "  Stock (the .' Additional Perfommnce Shares ")no later than 30 days afier the end ofthe Performance Period. 

The "Performance Periood" is the period beginning April I ,  2008 and ending on the date determined under Section 3. 

"Total Shareholder Retum" is the amount obtained by dividing ( I )  the sum of (a) the amount ofdividends with respect to the Performance Period, assuming 
dividend reinvestment, and (b) the difference between the share price at the end and beginning of the Performance Period, by (2) the closing share price at the beginning 
ofthe Performance Period, with the share price in each case being determined by using the average closing price during the 20 trading days preceding (and inclusive 09 
the dare ofdetermination The share price shall be equitably adjusted for stock splits and other similai corporate actions affecting the stock 

The "Performance Measurement" is a measurement of the relative performance of the Company's Common Stock calculated by assuming the Company was 
included in the group ofcompanies identified as the Daw Jones electricity group and multiutility group, or the S U C C ~ S S O ~  to those hvo groups as may he determined by 
the Committee (such goups being collectively defined herein as the "Peer Group") and then ordering the Peer Gr0u.p (as constituted at the end of the Performance 
Period) by Total Shareholder Retum from highest to lowest. 

The "Performance Reward Percentaee" is the percentage s h o w  in column B corresponding to the Performance Measurement in column A, with interpolation of 
the percentages in column B in proportion Io the corresponding placement in column A. The Performance Reward Percentage far Restricted Performance Shares shall 
not exceed lOO%, and the Performance Reward Percentage for Additional Performance Shares shall be the amount, if any, in excess of 100%. 
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A B 
Performnner Mcsiurcmenf Perfarmsnrc Remrd Pereentrgc 

Bonom 25% of the Peer Group 0% 
25" Percentile of the Peer Grour, 2SYo 
Equal to the median of  the Peer Group 
Top I O %  of the Peer Croup 

2. Restrictions on Restricted Performance Shares. Until the restrictions terminate under Section 3, unless otherwise determined by the Comminee: 

(a) the Restricted Performance Shares may not he sold. assigned, pledged or transferred by the Grantee; and 

(bj d l  Restricted Performance Shares will he forfeited and reNmed to the Company and the Grantee will cease to have m y  right to receive any additional 
Performance Shares, ifthe Grantee ceases to he an employee of the Company or any business entity in which the Company owns directly or indirectly 50% or more of 
the total voting power or has a significant financial interest as determined by the Committee (an "Affiliate "). 

3 . p .  The Performance Penod will end, the restrictions will terminate with respect to the Number of  
Restricted Performance Shares multiplied times the Perfontlance Reward Percentage up to and including 100% (the "Vested Shares"), any Restricted Perfomance 
Shares that are not Vested Shares will be forfeited and returned to the Company (the "Forfeited Shares"), and the Grantee will cease to have any right 10 receive any 
Additional Performance Shares in excess of the Vested Shares, on the earliest to occur of the events described in (a) through (0, below. Provided, however, that if any 
such event occurs on a dale that would cause the Performance Period to be shoiter than four times as long as the period behveen the beginning of the Perfonnance 
Period and thc date of this Agreement, then the Performance Period will end on the first date after that period oftime has elapsed. 

(a)March31,20_; 

(bj the tenninalion of Grantee's employment with the Company or any Affiliate because of a disability that would entitle the Grantee to benefits under 
the long-term disability benefits program of the Company for which the Grantee is eligible, as determined by the Committee; 

ic) the termination by the Company or any Affiliate of Grantee's employment other than for Cause as determined by the Committee. "Cause" means 
(i) willful and continued failure of the Grantee to substantially perform his duties with the Company or such Affiliate (other than by reason ofphysical or mental illness) 
after witten demand specifically identifying 

- 2 -  

442 



443 



(4) the shareholders of the Company approve a plan of complete liquidation ofthe Company or there is consummated the sale or disposition by 
the Company ofall or substantially all ofthe Company's assets. 

Notwithstanding anrhing 10 the contrary (except for the requirement in Section I ofthis Agreement that any Additional Performance Shares will be granted, 
issued and delivered no later than 30 days after the end of the Performance Period), when the Performance Period ends punuant to Section 3(a) of this Agreement, or 
when orhenvise required by Section 162(m) of the lntemal Revenue Code, (i) the Committee shall promptly certify the Performance Measurement and (ii) the 
Additional Performance Shares (if any) shall be issued, and the restrictions on the Vested Shares shall be terminated andor the Forfeited Shares shall be forfeited, as 
applicable, on the date of that certification. 

4. Riehts as Shareholder. Subject 10 the restrictions and other limifations and conditions provided in this Agreement, the Grantee as owner ofthe Restricted 
Performance Shares will have all the rights ofa shareholder, including but not limited to the right to receive all dividends paid on, and the right to vote, the Restricted 
Pcrformance Shares. 

5 .  Stock Cenificates. The Restricted Performance Shares will be registered in the name of the Grantee and held by the Company's transfer agent in uncertificated 
farm in a restricted account, or a certificate will be issued for shares of Resmcted Performance Shares and will be registered in the name of the Grantee and deposited 
by the Grantee with the Company and will bear a legend in substantially the following form: 

THE TRANSFERABILITY OF THIS CERTIFICATE AND THE SHARES OF STOCK REPRESENTED HEREBY ARE SUBJECT TO THE TERMS 
CONDITIONS AND RESTRICTIONS (NCLUDMC RESTRICTIONS ON TRANSFER AND FORFRlTTlRF PROVlSlONW rONTATNFn IN A N  ~ ~ ~ ~~ ~~~~~~ ~~~~~~~~ ~ ~ II .....,. 
AGREEMENT BETWEEN THE REGISTERED OWNER AND TECO ENERGY, MC. A COPY OF SUCH AGREEMENT WILL BE FURNISHED TO THE 
HOLDER OF THIS CERTIFICATE UPON WRITTEN REQUEST AND WITHOUT CHARGE. 

Upon the tennination of the restrictions imposed under this Agreement as Io any shares of Restricted Performance Shares held in uncenificated form by the 
Company's transfer agent or deposited with the Company hereunder under conditions that do not result in the forfeiture ofthose shares, the Company will transfer the 
unrestricted shares electronically to Grantee's brokerage account or will retum to the Grantee (or IO such Grantee's legal representative, beneficiary or heir) cenificates, 
without the above legend, for such shares. 

6.  Adiustment ofTerms. In the event ofcorporate transactions affecting the Company's outstanding Common Stock, the Comminee will equitably adjust the 
number and kind of Additional Performance Shares subject to this Agreement 10 the extent provided by the Plan. 
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7. Notice ofElection Under Section 83ibl. lfthe Grantee makes an election under Section 83(b) af the lntemal Revenue Code of 1986, as amended, with respect 
to Restricted Performance Shares, he or she will provide a copy thereof to the Company within 30 days ofthe filing of such election with the lntemal Revenue Service. 

8. Withholdine Taxes. The Grantee will pay to the Company, or make provision satisfactory to the Committee for payment of, any taxes required by law to be 
withheld in respect of the Restricted Performance Shares and Additional Performance Shares no later than the date o f  the event creating the tan liability. Such tax 
obligations may be paid in whole or in part in shares ofCommon Stock, including the Restricted Performance Shares and the Additional Performance Shares, valued at 
fair market value on the date of delivery (which is defined as the closing pnce on the New York Stock Exchange on the previous trading day). The Company and its 
Affiliates may. to the extent permined by law. deduct any such tan obligations from any payment of any kind otherwise due to the Grantee. 

9. The Committee. Any determination by the Committee under. or interpretation of the terms of, this Agreement or the Plan will be final and binding on the 
Grantee. 

IO. Limitation of Rights. The Grantee will have no right to continued employment by virtue ofthis Agreement 

I I, Amendment. The Company may amend, modify or terminate this Agreement, including substituting another Award ofthe same or a different type and 
changing the date ofrealization, provided that the Grantee’s ~ o n ~ e n t  to such action will be required unless the action, taking into account any related action, would not 
adversely affect the Grantee, and funher provided that in no event shall the Agreemolt be amended in any manner that would cause the Restricted Performance Shares 
upon termination of the restrictions or any Additional Performance Shares upon grant to fail to qulify as excluded from the calculation of lntemal Revenue Code 
Section 162(m) covered compensation. 

12. Govemine Law. This Agreement will be governed by and interpreted in accordance with the laws of Florida. 

TECO ENERGY, INC. 

BY: 

C.E. Childress 
ChiefHuman Resources Officer 

445 



Exhibit 10.2 

TECO ENERGY, JNC. 
2004 EQUITY INCENTIVE PLAN 

Restricted Stwk Aereement 

TECO Energy, Inc. (the "M) and Shemill W. Hudson (the "Q") have entered into this Restricted Stock Agreement (the " Ameement ")effective as 
of 
the Plan. 

, under the Company's 2004 Equity Incentive Plan (the ''m "). Capitalized tenns not otherwise defined herein have the meanings given to them in 

I. Grant ofRestricted Stock. hmuan t  to the Plan and subject to the terms and conditions set forth in this Agreement, the Company mants, issues and delivers to 
the Grantee the number ofshares o f  its Common Stack as shown on the Notice of Grant attached hereto, or as may be shom on Notices of Grant that may delivered to 
the Grantee from time to time in the future (such sham as shown on the attached Notice of Grant or on Notices ofGrant that may be delivered to the Grantee in the 
future are referred to herein as the Reslrkted Stock "). 

2. Restrictions on Stock. Until the restrictions terminate under Section 3, un les~  otherwise determined by the Committee: 

(a) the Restricted Stock may not be sold, assigned, pledged or transferred by the Grantee; and 

(h) all shares of Restricted Stock will be forfeited and retumed to the Company if the Grantee ceases to be employed in his current position with the Company. 

3. Termination o f  Restrictions. The resmctions wil l terminate as to twenty-five percmt (25%) of the shares o f  Restricted Stock on the last Business Day o f  each 
fiscal quarter, or as maybe otherwise specified in the applicable Notice ofGrant. A ''Business Day'' is any day other than a Saturday or Sunday that i s  not a day on 
which the New York Stock Exchange i s  authorized or required by law or regulations to be closed 

4. Rights as Shareholder. Subject IO the restrictions and other limitations and conditions provided in this Agreement, the Grantee as owner of the Restricted 
Stock will have a l l  the rights of a shareholder, including but not limited to the right to receive all dividends paid on, and the right to vote, such Resmcted Stock. 

5. Stock Cenificates. The Restricted Stock will be registered in the name of the Grantee and held by the Company's transfer agent in uncertificatcd form in B 

restricted account, or a certificate wil l be issued and registered in the name of the Grantee and deposited by the Grantee with the Company and wil l bear a legend in 
substantially the following form: 

HOLDER OF THIS CERTIFICATE UPON WRITTEN REQUEST AND WITHOUT CHARGE. 
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Upon the termination ofthe restrictions imposed under this Agreement as to any shares of Restricted Stock held by the Company's transfer agent or deposited 
with the Company hereunder, the Company will transfer the unrestricted shares electronically to Grantee's brokerage account or the Company will return to the Grantee 
(or to such Grantee's legal representative, beneficiary or heir) one or more certificates, without the %hove legend. for such shares. 

6. Adiustment ofTerms. In the event ofcorporate transactions affecting the Company's outstanding Common Stock, the Committee will equitably adjust the 
number and kind of shares subject to this Agreement to the extent provided by the Plan. 

7. Notice of Election Under Section 836) .  If the Grantee makes an election under Section 83(b) of the lntemal Revenue Code of 1986, as amended, he will 
provide 9 copy thereof to the Company within thirty days of the filing of such election with the lntemal Revenue Sewice. 

8. Wilhholdine Taxes. The Granlee will pay to the Company, or make provision satisfactoty to the Committee for payment of, any taxes required by law to be 
withheld in respect of the Restricted Stock no later than the date of the event creating the tar liability The Company snd its Affiliates may. to the extent permitted by 
law, deduct any such tax obligations from any payment ofany kind otherwise due to the Grantee. In the Committee's discretion, such tax obligations may be paid in 
whole or in pan in shares ofCommon Stock, including the Restricted StNk, valued at Fair Market Value on the date ofdelivery (which i s  defined as thc closing trading 
price on the New York Stock Exchange on the previous Business Day). 

9. The Committee. Any determination by the Committee under. or interpretation of the terms of, this Agreement or the Plan will be final and binding on the 
Grantee. 

I O .  Limitation of Rixhts. The Grantee will have no right to continued employment by virtue ofthis grant of Restricted Stock. 

I I .  Amendment. The Company may amend, modify or tenninate this Agreement. including substituting another Award of the same or a different type and 
changing the date of realization, provided that the Grantee's consent to such action will be required unless the action, taking into account any related action, would not 
adversely affect the Grmtee. 
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12. Govemine Law. This Agreement will be governed by and interpreted in accordance with the laws orFlorida. 

TECO ENERGY, INC. 
By: 

Clint E. Childress 
Chief Human Resources Officer 

Sherill W. Hudson 
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NOTICE OF GRANT 

0" , TECO Energy, Inc. (the '%ompany") granted to you, S h e l l  W. Hudson (the 'Grantee"), Restricted Stock, as such term is defined in the 
Restricted Stock Agreement between you and the Company dated as of 
Stock Agreement, the principal features ofthis grant are as follows: 

NUMBER OF SHARES OF RESTRICTED STOCK: 

(the"Res1ricted Stmk Agreement"). Subject to the provisions ofthe Restricted 

SCHEDULED VESTING DATES NUMBEROFSHARES 

IMPORTANT 

Your signature below indicates your agreement and understanding that this grant is subject to all of the t e r m  and conditions contained in the Restricted Stack 
Agreement. For example, imponant additional information on vesting and forfeiture ofthe Restricted Stock covered by this grant is contained in Sections 2 and 3 o f  the 
Restricted Stock Agreement. 

TECO ENERGY, INC. GRANTEE 
By: 

Clint E. Childress 
Chief Human Resources Officer 

Shenill W. Hudsan 
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Exhibit 10.3 

TECO ENERGY, INC. 
2004 EQUITY INCENTIVE PLAN 

Restricted Stock Aererment 

TECO Energy, Inc. (the "w) and Sherill W. Hudson (the '%rantee") have entered into this Restricted Stack Agreement (the '' Aereement "j effective as 
of 
the Plan. 

. under the Company's 2004 Equity Incentive Plan (the ''Plan "). Capitdizd terms not otherwise defined herein have the meanings given to them in 

I .  Grant of Restricted Stock. Pursuant to the Plan and subject to the terms and conditions set forth in this Agreement, the Company grants, issues and delivers to 
the Grantee the number of shares of its Common Stock as shown on the Notice ofGrant attached hereto, or as may be s h o w  on Notices ofGrant that may delivered lo 
the Grantee from time to time in the future (such shares as shown on the anached Notice ofGrant or on Notices of Grant that may be delivered to the Grantee in the 
future are referred to herein as the Restricted Stack "). 

2. Rest"ctions on Stock. Until the restrictions terminate under Section 3, unless otherwise detennined by the Comminec: 

(a) the Restricted Stock may not he sold, assigned. pledged or transferred by the Grantee; and 

(b) all shares of Restricted Stock will be forfeited and retumed to the Company if the Grantee ceases to he employed in his current position with the Company. 

3. Termination of Restrictions. The restrictions will terminate as to twenty-five percent (25%j of the shares of Restricted Stock on the last Business Day of each 
fiscal quarter, or as may be othewise specified in the applicable Notice ofGrant. A "Business Day" is any day other than a Saturday or Sunday that is not a day on 
which the New York Stock Exchange is authorized or required by law or regulations to he closed. 

4. Riehts as Shareholder. Subject to the restrictions and other limitations and conditions provided in this Agrement, the Grantee 8s owner of the Restricted 
Stock will have ail the rights of a shareholder, including hut not limited to the nght to receive all dividends paid on, and the right to vote, such Restricted Stock. 

5 .  Stock Certificates The Restricted Stock will be registered in the name o f  the Grantee and held by the Company's tramfer agent in uncenificated fonn in a 
restricted account, or a certificate will be issued and registered in the name of the Grantee and deposited by the Grantee with the Company and will bear a legend in 
substantially the following fan": 

THE TRANSFERABILITY OF THIS CERTlFiCATE AND THE SHARES OF STOCK REPRESENTED HEREBY ARE SUBJECT TO THE TERMS, 
CONDITIONS AND RESTRICTIONS (MCLUDING RESTRICTIONS ON TRANSFER AND FORFEITURE PROVISIONS) CONTANED M AN 
AGREEMENT BETWEEN THE REGISTERED OWNER AND TECO ENERGY, N C .  A COPY OF SUCH AGREEMENT WILL BE FURNISHED TO THE 
HOLDER OF THIS CERTIFICATE UPON WRITTEN REQUEST AND WiTHOUT CHARGE 
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Upon the termination ofthe restrictions imposed under this Agreement as to any shares of Restricted Stock held by the Company's transfer agent or deposited 
with the Company hereunder, the Company will transfer the unrestricted shares electronically to Grantee's brokerage account or the Company will return to the Grantee 
(or to such Grantee's legdl representative, beneficiary or heir) one or more certificates, without the above legend, for such shares. 

6.  Adiustment of Terms. In the event of corporate transactions affecting the Company's outstanding Common Stock, the Coinminee will equitably adjust the 
number and kind dsha res  subject to this Agreement to the extent provided by the Plan. 

7,NoliceofElection Under Section S 3 h l .  If the Grantee makes an election under Section 83(b) ofthe lntemal Revenue Code of 1986, as amended, he will 
provide B copy thereof to the Company within thirty days ofthe filing of such election with the lntemal Revenue Service. 

8. Withhaldine Taxes. The Grantee will pay to the Company, or make provision satisfactory to the Committee for paynent of, any taxes required by law to be 
withheld in respect of the Restricted Stock no later than the date of the event creating the tax liability. The Company and its Affiliates may, to the extent permined by 
law, deduct any such tax obligations from any payment of any kind otherwise due to the Grantee. In the Committee's discretion. such tax obligations may be paid in 
whole or in pan in shares ofcommon Stock, including the Restricted Stock. valued at Fair Market Value on the date of delivery (which is defined as the closing trading 
p k e  on the New York Stock Exchange on the previous Business Day). 

9. The Committee. Any determination by the Committee under. or interpretation ofthe terms of, this Agreement or the Plan will be final and binding on the 
Grantee. 

IO. Limitation of Riehts. The Grantee will have no nght to continued employment by virtue ofthis grant of Restricted Stock. 

1 I. Amendment. The Company may amend, modify or terminate this Agreement, including substituting another Award ofthe same or a different type and 
changing the date of realization, provided that the Grantee's consent to such action will be required unless the action, taking into account any related action, would not 
adversely affect the Grantee. 
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12. Governinx Law. This Agreement will be govemed by and interpreted in accordance with the laws of Florida 

T K O  ENERGY, MC. 

By: 

Clint E. Childress 
Chief Human Resources Officer 

S h e l l  W. Hudson 
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NOTICE OF GRANT 

0” , TECO Energy, Inc. (the ‘%ompany”) granted to you, Sherrill W. Hudson (the “Grantee”), Restricted Stock, as such term is defined in the 
Restricted stock Agreement beween you and the Company dated as of 
Stock Agreement, the principal features ofthis grant are as follows: 

NUMBER OF SHARES OF RESTRICTED STOCK 

SCHEDULED VESTING DATES NUMBEROFSHARES 

(the “Restrimed Stock Agreement”). Subject to the provisions ofthe Restricted 

IMPORTANT 

Your signature below indicates your agreement and understanding that this grant i s  subject to all a f the  t e r m  and conditions contained in the Restricted Stack 
Agreement. For example, imponant additional information on vesting and forfeiture ofthe Resmcted Stwk covered by this grant is contained in Sections 2 and 3 ofthe 
Restricted Stack Agreement. 

TECO ENERGY, MC. GRANTEE 
By: 

Clint E. Childress 
Chief Human Resources Officer 

Sherrill W. Hudson 

453 



Exhibit 12.1 

TECO ENERGY, INC. 
RATIO OF EARNINGS TO FIXED CHARGES 

The following table sets forth TECO Energy's ratio ofeamings to fixed charges for the periods indicated 

6m.nfhs 12-months 
ended cndcd 

2008 lW8 2007 7.m 7.004 1003 

Jun. 30. Jun. 30, Ycnr Eoded December 31, 

2QQ6 --- ~m"ti.m" 

Income (loss) from continuing operations, before income taxes 

Add: 
I 117.7 $ 541.5 $ 613.1 I 363.1 $ 3 1 2 . 9  $ (600.6) $ 32.8 

Interest expense 
Amortization of capitalized interest 

Capitalized interest 
(Loss) income from equity Investments, net 
Eamings before taxes and fined charges 

Total fired charges 

Deduct: 

Interest expense 

Ratio of eamings to fixed charges 

1163 246 8 270 1 289 I 2984 333.5 351 c 
0 1  0 3  1 3  

n t  n7 177  

~ ~ - - 

3 . 2 0 ~  2.242 1 . 8 5 ~  -<I, 1.05~ 

For the purposes of calculating these ratios, eamings consist of income from continuing operations before income taxes, income or loss from equity investments 
(net of distributions) and fixed charges, less capitalized interest. Fined charges consist of interest expense on indebtedness and interest capitalized, ammimiion of debt 
premium, and an estimate of the interest component of rentals. TECO Energy. Inc. does not have any preferred stock outstanding, and there were no preferred stock 
dividends paid or accrued during the periods presented. Certain prior year amounts have been adjusted to conform to the current year presentation. Further, the company 
bad significant charges (most ofwhich were "on-cash) and gains in the periods presented. Reference is made to the finincial statements and related notes and the 
sections titled "Management's Discussion & Analysis of Financial Condition & Results of Operations'' herein as well as in TECO Energy, Inc.'s Annual Reports 
on Form 10-K for the years presented (other than 2004, for which reference is made IO TECO Energy lnc.'s Current Report on Form 8-K dated May 23,2005). 

3.15x - - - - - 1.952 

All prior periods presented reflect the classification of Commonwealth Chesapeake Company, LLC (CCC), Frontera Generation Limited Partnership (Frontera), 
BCH Mechanical (BCH), TECO Thermal. TECO AGC, Ltd., TECO BGA, Prior Energy, TECO-Panda Generating Company (TPGC), and TECO Coalbed Methane as 
discontinued operations. Frontera was sold in December 2004, the sale of BCH was completed in January 2005, and the transfer of TPGC was completed in May 2005. 
The sales of Prior Energy and TECO BCA were completed in February 2004. 

Interest expense includes total interest expensed and capitalized excluding AFUDC, and an estimate of the interest component of rentals. 

Eamings were insuflicient to cover fixed charges by $637.1 million. The ratio was -0.91 x (I) 
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Exhibit 12.2 

TAMPA ELECTRIC COMPANY 
RATIO OF EARNINGS TO FIXED CHARGES 

The following table sets fonh Tampa Elecnic Company’s ratio of eamings to fined charges for the periods indicated. 

6-months 12-monthr 
rnded endcd 

Jun. 30, Jun. 30, Ycsr Ended December 31. 
pilli” 2008 2001 2006 2005 2004 2lWJ 200s - - - - - 
Income from continuing operations, before income tax $ 113.3 $ 278.0 $ 2 7 8 . 4  $ 2 ~ . 7  $ 2 8 5 . 7  $214.9 $ 1 8 7 . 4  
Interest expense 

Interest expense 
Earnings before taxes and fixed charges 

Total fixed charges 
Ratio ofeamings to fixed charges 

61.2 133.7 131.4 124.9 114.3 112.4 109.2 

$ 67.2 $ 133.7 $ 1 3 1 . 4  $ 1 2 4 . 9  $ 1 1 4 . 3  $ 1 1 2 . 4  $ 1 0 9 . 2  
16 67.2 $ 133.7 $ 1 1 4 . 3  $ 1 3 1 . 4  $ 1 2 4 . 9  $ 1 1 2 . 4  $ 1 0 9 . 2  

3 . 0 8 ~  3.12n 3 . 1 2 ~  3 . 4 5 ~  3 . 5 0 ~  2 . 7 1 ~  

$ 180.5 16 411.7 $ 4 0 9 . 8  $ 3 8 9 . 6  ~ 4 w . o  $ 3 8 7 . 3  $ 2 9 6 . 6  

- - _ _ - -  

----- 2 . 6 9 ~  - 
For the purposes of calculating these ratios, eamings consist of income from continuing operations before income taxes and fired charges. Fixed charges consist 

of interest expense on indebtedness, amonization ofdebt premium and an estimate of the interest component ofrenrals. Tampa Electric Company had a significant non- 
cash charge in the 2003 period presented. Reference is made to the financial statements and related notes and the sections titled “Management’s Discussion & 
Analysis of Financial Condition & Results of Operations” herein as well as in Tamva Electric Comvanv’s Annual Revon on Form IO-K for the v e m   resented and 
any amendments filed thereto 

Inl~rest expense includes total interest expense, excluding AFUDC, and an estimate of the interest component of rentals 
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Exhibit 31.1 

CERTIFICATIONS 

I, Shemill W. Hudson, certify that: 

I. 

2. 

I have reviewed this quarterly repon on Form 10-0 ofTECO Energy, Inc.; 

Rased on my knowledge, this report does not contain any untme statement afa  material fact or omit to state a material fact necessaly to make the statements 
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by thiS report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial 
condition, results of operations and cash flows of the registrant as of, and for, the pe r ids  presented in this report; 

The registrant's other cenifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act 
Rules 13a-I5(e) and 15d-l5(e)) and intemal ~onlrol over financial reponing (as defined in Exchange Act Rules 13a-I5(fl and I5d-l5(fl) for the registrant and 
have: 

a) 

4. 

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under OUT supervision, to ensure that 
material infonation relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly 
during the period in which this report is being prepared: 

Designed such intemal ~ontrol over financial reponing, or caused such internal control over financial reporting to be designed under our supervision, to 
provide reasonable as~urance regarding the reliability of financial reporting and the preparation of financial Statements for extemal purposes in accordance 
with generally accepted accounting principles; 

Evaluated the effectiveness of the registrant's disclosure eontlol~ and procedures and presented in this repon our conclusion$ about the effectiveness of the 
disclosure C O ~ ~ T O B  and procedures, as ofthe end ofthe period covered by this report based on such evaluation; and 

Disclosed in this repon m y  change in the registrant's intemal control over financial reporting that occurred during the registrant's most recent fiscal quarter 
that has materially affected, or is reasonably likely to materially affect. the Tegistrant's intemal control over financial reponing; and 

b) 

c) 

d) 

5 .  The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of intemal control over financial reponing, to the registrant's 
auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions): 

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

Any fraud. whether or not milierial, that involves managcment or other employees who have a significant role in the registrant's intemal control over 
financial reponing. 

b) 

Date: July31,2008 Is/  S. W. HUDSON 
S .  W. HUDSON 
Chairman ofthe Board, Director and 
Chief Executive Officer 
(Principal Enccutive Officer) 
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Exhibit 31.2 

CERTIFICATIONS 

I, Cordon L. Gillette, certify that: 

I. 

2. 

I have reviewed this quanerly report on Fonn IO-Q ofTECO Energy, Inc.: 

Based on my knowledge, this report does not contain any untrue stalement of B material fact or omit to state a material fact necessary to make the statements 
madc, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this repon; 

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

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure conno l~  and procedures (as defined in Exchange ACI 
Rules 13a-I5(e) and ISd-I5(e)) and intemal contml over financial reponing (as defined in Exchange Act Rules 13a-l5(0 and 15d-l5(f)) for thc registrant and 
have: 

a) 

4. 

Designed such disclosure contmls and procedures, oc caused such disclosure controls and procedures lo be designed under our supervision, to ensure that 
material information relating to the registrant, including its consolidated subsidiaries. is made known to us by othen within those entities, particularly 
during the period in which this report is being prepared: 

Designed such intemal control over financial reponing, or caused such intemal control over financial reporting to be designed under our supenision, to 
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statanents for entemal purposes in accordance 
with generally accepted accounting principles: 

Evaluated the effectiveness of the registrant's disclosure contml~ and procedures and presented in this report OUT conclusions about the effectiveness of the 
disclosure ~ontrols and procedures. as ofthe end of the period covered by this report based on such evaluation; and 

Disclosed in this report any change in the registrant's inremal control over financial reporting that occumd during the registrant's inosl recent fiscal quarter 
that has materially affected, or is reasonably likely to materially affect. the registrant's intemal control over financial reporting; and 

b) 

c) 

d) 

5 .  The registrant's other certifying officer and I have disclosed, based on OUT imust recent evaluation of intemal control over financial reponing, to the registrant's 
auditors and the audit committee ofthe registrant's b a r d  of directors (or persons performing the equivalent functions): 

a) All significant deficiencies and material weaknesses in the design or operation of intemal control over financial reporting which are reasonably likely 10 
adversely affect the registrant's ability lo record, process, summarize and report financial infonnation; and 

Any fraud, whether or not malerial. that involves management or other employees who have a significant role in the registrant's intemal control over 
financial reponing. 

b) 

Dale: luly31.2008 1st G. L. GILLETTE 
C. L. GILLETTE 
Executive Vice President and Chief Financial Officer 
(Principal Financial Officer) 

457 



Exhibit 31.3 

CERTIFICATIONS 

I, Shemill W. Hudson, certify that: 

I. 

2. 

I have reviewed this quanerly report on Form 10-0 of Tampa Electric Company; 

Based a my knowledge, this repon does not contain any mime statement o fa  material fact or omit to State a material fact necessav to make the statements 
made. in light ofthe circumstances under which such statements were made, not misleading with respect to the period covered by this repon; 

3 .  Based an my knowledge. the financial statements, and other tinancial information included in this repon. fairly present in all material respects the financial 
condition, results doperations and cash flows ofthe registrant as of. and fm, the periods presented in this repon; 

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act 
Rules l3a-I5(e) and 15d-I5(e)) and iniemal ~ontrol over financial reporting (as defined in Exchange Act Rules l3a-l5(0 and ISd-I5(0) forthe registrant and 
have: 

a) 

4. 

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under OUT supervision, to ensure that 
material information relating to the regisrant, including its consolidated subsidiaries, is made known to us by o t h m  within those entities, particularly 
during the period in which this repon is being prepared: 

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

Evaluated the effectiveness of the registrant's disclosure confrol~ and procedures and presented in this repon our conclusions about the effectivenws ofthe 
disclosure ~ o n f r o l ~  and procedures, as ofthe end of the period covered by this report based on such evaluation; and 

Disclosed in this repon any change in the registrant's intemal control over financial reponing that occurred during the registrant's most recent fiscal quaner 
that has materially affected, or is reasonably likely to materially affect, the registrant's intemal control over financial reponing; and 

b) 

c) 

d) 

5 .  The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of intemal eontrul over financial reporting, to the registrant's 
auditors and the audit committee ofthe registrant's board of directon (or persons performing the equivalent functions): 

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

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's intemal control over 
financial reponing. 

/s i  S. W. HUDSON 
S. W. HUDSON 
Chairman ofthe Board. Director and Chief Executive Officer 
(Principal Executive Officer) 

 ate: JUIY 31. zoo8 
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Exhibit 31.4 

CERTIFICATIONS 

I, Gordon L. Gillette, cenify that: 

1. 

2. 

I have reviewed this quanerly report on Form 10-0 ofTampa Electnc Company; 

Based on my knowledge, this repon does not contain any untrue statement o f a  material fact or omit to state a material fact necessaly to make the statements 
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report: 

3 .  Based on my knowledge, the financial Statements, and other financial information included in this repon, fairly present in all material respects the financial 
condition, r e ~ u l t ~  of operations and cash flows of the registrant as of, and for, the periods presented in this repon; 

The regisnant's other cenifying officer and I are responsible for establishing and maintaining disclosure  control^ and procedures (as defined in Exchange Act 
Rules 13a-I5(e) and 15d-15(e)) and intemal control over financial reponing (8s defined in Exchange Act Rules 13a-I5(f) and 15d-I5(f)) for the registrant and 
have: 

a) 

4. 

Designed such disclosure controls and procedures, or caused such disclosure cmtmls and procedures to be designed under our supervision, to ensure that 
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly 
during the period in which this repon is being prepared; 

Designed such intemal control over financial reponing, or caused such intemal ~ m t d  over financial reponing Io be designed under our supervision, to 
provide reasonable awrance regarding the reliability of financial reponing and the preparation of financial statements for extemal purposes in accordance 
with generally accepted accounting principles; 

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the 
disclosure controls and procedures, as ofthe end ofthe period covered by this repon based on such evaluation; and 

Disclosed in this repon any change in the registrant's intemal cuntml over financial reponing that occurred during the registrant's most recent fiscal quaner 
that has materially affected. or is reasonably likely to materially affect, the registrant's intemal control over financial reponing; and 

b) 

c) 

d) 

5 .  The registrant's other cenifying officer and I have disclosed, based on our most recent evaluation of intemal control over financial reponing. to the registrant's 
auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions): 

8 )  All significant deficiencies and material weaknesses in the design or opmtion of intemal control over financial reponing which are reasonably likely to 
adversely affect the registrant's ability to record. process, summarize and repon finrncial information; and 

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's intemal conrrol over 
financial reponing. 

Date: July 31,2008 is/ G. L. CILLETTE 
G. L. GILLETTE 
Senior Vice President-Finance and Chief Financial Officer 
(Principal Financial Officer) 
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Exhibit 32.1 

TECO ENERGY, INC 

Certification of Periodic Financial Report 
Pursuant to 18 U.S.C. Section 1350 

Each of the undersigned offiicm of TECO Energy, Inc. (the "Company") certifies, under the standards set fonh in and solely for the purposes of 18 U.S.C. 
Section 1350, as adopted pursuant to Section 906 ofthe Sarbanes-Oxley Act of 2002, that, 10 his knowledge, the Quarterly Report on Form IO-Q ofthe Company for 
the quaner ended July 31,2008 fully complies with the requirements of Section I3(a) or l5(d) ofthe Securities Exchange Act of 1934 and information contained in that 
Fonn 10-0 fairly presents. in all material respects, the financial condition and results of operations of the Company. 

Dated: July31,2008 

Dated: July31.2008 

S. W. HUDSON 
Chief Executive Officer 

Id C.  L. CILLElTE 
G. L. GILLETTE 
Chief Financial Officer 

A signed original of this wit ten statement required by Section 906, or other document authenticating, acknowledging, or orhewise adopting the signature that appears 
in typed form within the electronic version of this witten statement required by Section 906, has been provided lo the Company and will be retained by the Company 
and furnished to the Securities and Exchange Commission or its staff upon request. 

The foregoing ceitification is being furnished to the Securities and Exchange Commission as an exhibit to the Form 10-0 and shall not be considered filed as pan ofthe 
Form 10-0. 
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Exhibit 32.2 

TAMPA ELECTRIC COMPANY 

Certification of Periodic Finsnei~l  Report 
Pursuant to 18 U.S.C. Section 1350 

Each ofthe undersigned officers of Tampa Elecmc Company (the 'Tompany") certifies, under the standards set forth in and solely for the purposes of I 8  U.S.C. 
Section 1350. as adopted pursuant to Section 906 of the Sarbanes-Oxley Acl of2002, that, to his knowledge, the Quarterly Repon on Form 10-Q ofthe Company for 
the quarter ended July 3 I ,  2008 fully complies wilh the requirements of Section 13(a) or I5(d) of the Securilies Exchange Act of 1934 and information contained in that 
Form 10-Q fairly presents, in all material respects, the financial condition and results of operations of the Company. 

Is/ S. W. HUDSON 
S. W. HUDSON 

Dated: July 31. 2W8 

Chief Executive Officer 
Dated: July 31.2008 Id C. L. GILLETTE 

C. L. GILLETTE 
Chief Financial Officer 

A signed onginal ofthis witten statement required by Section 906, or other document authenticating, acknowledging, or otherwise adopting the signature that appears 
m typed fonn within the electronic version of this witten statement required by Section 906, has been provided to the Company and will be retained by the Company 
and furnished IO the Secunlies and Exchange Commission or its staff upon request. 

The foregoing cmiRcation is being fumished to the Securities and Exchange Commission as an exhibit to the Fonn 10-0 and shall not be considered filed as part ofthe 
Form 10-0. 

Created by IOKWizard www.lOKWizard.comSaurce: TECO ENERGY INC, I O - a ,  July 31, 2008 
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Exhibit B 
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EXHIBIT B 
PAGE 1 OF 2 

TAMPA ELECTRIC DIVISION 
PROJECTED STATEMENT OF SOURCES AND USES OF FUNDS 

FOR THE TWELVE MONTHS ENDED DECEMBER 31,2009 
(MILLIONS) 

FUNDS PROVlDED BY 

Cash Flows from Operating Activities: 

Depreciation 
Deferred Income Taxes 
Investment Tax Credit 
Other 

Cash Flows from Investing Activities: 

Capital Expenditures (excluding AFDUC) 

Cash Flows from Financing Activities: 

Changes in Financing 

Total Cash Flows excluding Net Income 

TAMPA ELECTRIC DIVISION 
PROJECTED CONSTRUCTION BUDGET 

FOR THE TWELVE MONTHS ENDED DECEMBER 31,2009 
(MILLIONS) 

Transmission & Distribution 
Production (including environmental) 
General 

Total Projected Construction Budget (Excluding AFUDC) 

$204 
(17) 

14 
261 
- 

- 357 

$Q 

$220 
370 
28 

$618 

463 



EXHIBIT B 
PAGE 2 OF 2 

PEOPLES GAS SYSTEM DIVISION 
PROJECTED STATEMENT OF SOURCES AND USES OF FUNDS 

FOR THE TWELVE MONTHS ENDED DECEMBER 31,2009 
(MILLIONS) 

Cash Flows from Operating Activities: 

Depreciation 
Deferred Income Taxes 
Other 

Cash Flows from Investing Activities: 

Capital Expenditures (excluding AFUDC) 

Cash Flows from Financing Activities: 

Changes in Financing 

Total Cash Flow excluding Net Income 

PEOPLES GAS SYSTEM DIVISION 
PROJECTED CONSTRUCTION BUDGET 

FOR THE TWELVE MONTHS ENDED DECEMBER 31,2009 
(MILLIONS) 

Total Projected Construction (excluding AFUDC) 

$43 
2 
f.9 
41 

- 19 

$60 
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