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March 30, 2004 

HAND DELIVERED 

Ms. Blanca S. Bayo, Director 
Division of Commission Clerk 

and Administrative Services 
Florida Public Service Commission 
2540 Shuinard Oak Boulevard 
Tallahassee, FL 32399-0850 

Re: Application of Tampa Electric Company for authority to issue and sell securities 
during the twelve months ending December 3 1, 2003, pursuant to Section 366.04, 
F.S. and Chapter 25-8, F.A.C.; Docket No. 021012-E1 

Dear Ms. Bayo: 

Pursuant to Rule 25-8.009, Florida Administrative Code, and this Commission's Order 
No. PSC-01-2275-FOF-E1 issued November 19, 2001, we enclose an original and three copies of 
'Tampa Electric Company's Consummation Report regarding the issuance and sale of securities 
during the fiscal year ended December 3 1,2003. 

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, 

k m - 5  James D. Beasley 

JDBipp 
Enclosures 



BEFORE THE 
FLORIDA PUBLIC SERVICE COMMISSION 

IN RE: APPLICATION OF TAMPA ELECTRIC 
COMPANY FOR AUTHORITY TO ISSUE AND - FILED: 03/30/’04 

DOCKET NO. 02 101 2-E1 

SELL SECURITIES PURSUANT TO SECTION 

THE TWELVE MONTHS ENDING 
DECEMBER 3 1,2003. 

366.04, F.S., AND CHAPTER 25-8, F.A.C. DURING 

CONSUMMATION REPORT 

The applicant, Tampa Electric Company (the “Company”), pursuant to Commission 
Order No. PSC-02- 1633-FOF-E1 dated November 25,2002 submits the following information. 

1. Facts of Issues 

On April 11,2003, the Company issued S250,000,000 of 6.25% Notes Due 2016 (the 
“2016 Notes“) for the purpose of repaying maturing long-term debt, commercial paper 
and for general corporate purposes. 

The Company issued commercial paper for terms up to 21 days. The commercial paper 
was sold at a discount, including the underwriting discount of the commercial paper 
dealer, at a rate comparable to interest rates being paid in the commercial paper market 
by borrowers of similar creditworthiness. 

In addition, a one-year $300 million bank credit facility was in place until November 
2003. On November 7,2003, this credit facility was replaced by a $125 million one-year 
credit facility that matures in November 2004 and a $125 million three-year credit facility 
that matures in November 2006. The Company currently utilizes its credit facilities for 
its short-term borrowing needs. 

Given the frequency of these short-term borrowing transactions, it is not practicable to 
give the details of each transaction. However, the Company’s short temi borrowing 
activity can be summarized as follows: 

Short Terin Borrowing Activity for the period beginning 
January 1,2003 and ending December 3 1,2003 
($ millions) 

Minimum Outstanding: $ - 0 -  
Maximum Outstanding: S 138.5 
Average Outstanding: $ 18.4 
Weighted Average Yield: 1.78 ?Lo 



2. Terms and Conditions 

The 2016 Notes bear interest at 6.25% per annum. Interest on the 2016 Notes is payable 
April 15 and October 15 of each year, commencing October 15,2003. 

3. Net Cash 

2016 Notes: 
$250,000,000 Note issue 

$248,3 75,000 Net cash 
1.625,OOO Placement agent fee 

4. Statement of Capitalization 

Statements of capitalization, pretax interest coverage, debt interest requirements and 
preferred stock dividend requirements for the Company as of and for the year ending 
December 3 1, 2003 are as follows: 

Capital Structure 
Short-term debt s -0- 
Long-term debt 1,596,981,000 
Preferred stock -0- 
Common equity 1,65 1,662,000 

$ 3,248,643.000 

Pretax interest coverages 
Including AFUDC 2.86 times 
Excluding AFUDC 2.48 times 

Debt interest requirements $1 08,181,000 
Preferred stock dividends $ -0- 

5. Expenses of the Issues 

The 2016 Notes were placed by a placement agent with a group of insurance companies 
who purchased the 201 6 Notes for a purchase price equal to 100% of the face amount of 
the 2016 Notes, as indicated below. 

Amount P 1 acemen t 
Placed Agent Fee 

SG Cowen Securities Corporation 
122 1 Avenue of the Americas 
New York, N Y  10020 $250,000,000 S1,625,000 
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Actual expenses incurred to date for this issuance are as follows: 

2016 Notes: 

Placement agent fee and expenses S 1.634,m.OO 
Legal fees and expenses of placement agent counsel 190,059.82 
Legal fees and expenses of Company counsel 37,991.54 
Legal fees and expenses of trustees counsel 58,238.00 
Rating agency fees 22,500.00 

Total S1.944.614.36 
Trustee fees 1.500.00 

The Company also submits the following exhibits: 

See Exhibit List. 

Respectfully submitted this 
30th day of March 2004 

TAMPA ELECTRIC COMPANY 

F,fl 
,r' LL?, By: ,/p .(,l,f I ,( _,, I f J :e7/in? 

D. A. Brown 
Vice President-Regulatory Affairs 

3 



Exhibit List 
to 

Consummation Report 

Exhibits related to the Notes: 

Tampa Electric Company Note Purchase Agreement dated as of April 1 1, 2003 

Opinion of Palmer & Dodge LLP dated as of April 1 1,2003 

Opinion of Sheila M. McDevitt dated as of April 1 1, 2003 

Opinion of Freshfields Bruckhaus Deringer LLP dated as of April 1 1,2003 

Current Report on Form 8-K filed with the SEC on April 14,2003, filing the Note Purchase 
Agreement dated as of April 11,2003 

Exhibit 10.1 already reflected as an exhibit to this filing I 
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Exhibits 

Exhibits related to the Notes 

Securities and Exchange Filings 

Bates Stamp 
Pace Kumber 

7 - 

120 
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Execurion Cop! 

Dated as of April 1 1.2003 

TAMPA ELECTRIC COMP.4M' 

S250,000,000 

6.25% Senior Notes due April 11,2016 

NOTE PURCHASE AGREEMENT 

@ FRESHFIELDS BRUCKHAUS DERINCER LLP 
-._ .. 

2 -*- 
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TBLMPA ELECTRIC COMPANY 
702 North Franklin Street 

Tampa, Florida 33602 

6.25% Senior Notes due April 1 1,201 6 

As of April 1 1.2003 

TO THE PURCHASER WHOSE NAME 
APPEARS IN THE ACCEPTANCE FORM 
AT THE END HEREOF: 

Ladies and Gentlemen: 

Tampa Electric Company, a Florida corporation (the "Company"), agrees with you as 
follows: 

1. AUTHORIZATION OF NOTES. 

The Company will authorize the issue and sale of $250,000,000 aggregate principal amount 
of its 6.25% Senior Notes due April 11,2016 (the "Notes", such term to include any such notes 
issued in substitution therefor pursuant to Section 13 of this Agreement or the Other Agreements (as 
hereinafter defined)). The Notes shall be substantially in the form set out in Exhbit 1, with such 
changes therefrom, if any, as may be approved by you and the Company. Certain capitalized terms 
used in this Agreement are d e h e d  in Schedule B; references to a "Schedule" or an "Exhibit" are, 
unless otherwise specified, to a Schedule or an Exhibit attached to this Agreement. 

2. SALE AND PURCHASE OF NOTES. 

Subject to the terms and conditions of t h s  Agreement, the Company will issue and sell to 
you and you will purchase from the Company, at the Closing provided for in Section 3, Notes in the 
principal amount specified opposite your name in Schedule A at the purchase price of 100% of the 
principal amount thereof. Contemporaneously with entering into this Agreement, the Company is 
entering into separate Note Purchase Agreements (the "Otlzer Agreements") identical with this 
Agreement with each of the other purchasers named in Schedule A (the "Other Pnrclzasers"), 
providing for the sale at such Closing to each of the Other Purchasers of Notes in the principal 
amount specified opposite its name in Schedule A. Your obligation hereunder and the obligations 
of the Other Purchasers under the Other Agreements are several and not joint obligations and you 
shall have no obligation under any Other Agreement and no liability to any Person for the 
performance or non-performance by any Other Purchaser thereunder. 

NY198838 
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3. CLOSING. 

The sale and purchase of the Notes to be purchased by you and the Other Purchasers 
shall occur at the offices of Freshfields Bruckhaus Deringer LLP, 520 Madison Ai~enue. 33‘” Floor. 
New York, New York 10022, at 1O:OO a.m., Ne\$, York City time, at a closing (the “Closing“) on 
April 1 I ,  2003, or on such other Business Day thereafter on or prior to April 30.2003 as may be 
agreed upon by the Company and you and the Other Purchasers, ,4t the Closing the Conipan!, \\.ill 
deliver to you the Notes to be purchased by you in the form of a single Sote (or such greater 
number of Notes in denominations of at least S 100,000 as you may request) dated the date of the 
Closing and registered in your name (or in the name of your nominee), against deliire? by you to 
the Company or its order of immediately available funds in the amount of the purchase pnce 
therefor by wire transfer of immediately available funds for the account of the Compan!. to account 
number 3750593592, ABA#: 11 1000012 at Bank of America. If at the Closing the Company shall 
fail to tender such Notes to you as provided above in this Section 3, or any of the conditions 
specified in Section 4 shall not have been fillfilled to your satisfaction, you shall, at your election. be 
relieved of all further obligations under th ls  Agreement, without thereby waiving any rights you 
may have by reason of such failure or such nonfulfillment. 

4. CONDITIONS TO CLOSING. 

Your obligation to purchase and pay for the Notes to be sold to you at the Closing is subject 
to the hlfillment to your satisfaction, prior to or at the Closing, of the following conditions: 

4.1 Representations and Warranties. 

The representations and warranties of the Company in this Agreement shall be correct when 
made and at the time of the Closing. 

4.2 Performance; No Default. 

The Company shall have performed and complied with all agreements and conditions 
contained in this Agreement required to be performed or complied with by it prior to or at the 
Closing and after giving effect to the issue and sale of the Notes (and the application of the proceeds 
thereof as contemplated by Schedule 5.14) no Default or Event of Default shall have occurred and 
be continuing. Neither the Company nor any Subsidiary shall have entered into any transaction 
since the date of the Memorandum that would have been prohibited by Section 10.1 or Section 10.3 
hereof had such Section applied since such date. 

4.3 Compliance Certificates. 

(a) Officer’s Certificate. The Company shall have delivered to you an Officer’s Certificate, 
dated the date of the Closing, certifying that the conditions specified in Sections 4.1, 4.2 
and 4.9 have been fulfilled. 

(b) Secretary’s Certificate. The Company shall have delivered to you a certificate certifying 
as to the resolutions attached thereto and other corporate proceedings relating to the 

NY 198838 2 
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authorization, execution and delivery of the Notes, t h s  Agreement and the Other Ayee -  
ments. 

4.4 Opinions of Counsel. 

You shall have received opinions in form and substance satisfactory to you, dated the date of 
the Closing (a) from each of Palmer & Dodge LLP. special counsel for the Company. and Sheila M. 
McDevitt, Esquire, in-house counsel to the Company, covering the matters set forth in Exhibit 
4.4(a) and covering such other matters incident to the transactions contemplated hereby as you or 
your counsel may reasonably request (and the Company hereby instructs its counsel to deli1rer such 
opinion to you), and (b) from Freshfields Bruckhaus Deringer LLP, your special New k'ork counsel 
in connection with such transactions, substantially in the form set forth in Exhlbit 4.4(b) and co\.- 
ering such other matters incident to such transactions as you may reasonably request. 

4.5 Purchase Permitted By Applicable Law, etc. 

On the date of the Closing your purchase of Notes shall (a) be permitted by the laws and 
regulations of each jurisdiction to which you are subject, without recourse to provisions (such as 
Section 1405(a)(8) of the New York Insurance Law) permitting limited investments by insurance 
companies without restriction as to the character of the particular investment, (b) not violate any 
applicable law or regulation (including, without limitation, Regulation U, T or X of the Board of 
Govemors of the Federal Reserve System), and (c) not subject you to any tax, penalty or liability 
under or pursuant to any applicable law or regulation, whch law or regulation was not in effect on 
the date hereof. If requested by you, you shall have received an Officer's Certificate certifying as to 
such matters of fact as you may reasonably specify to enable you to determine whether such 
purchase is so permitted. 

4.6 Sale of Other Notes. 

Contemporaneously with the Closing the Company shall sell to the Other Purchasers and the 
Other Purchasers shall purchase the Notes to be purchased by them at the Closing as specified in 
Schedule A. 

4.7 Payment of Special Counsel Fees. 

Without limiting the provisions of Section 15.1, the Company shall have paid on or before 
the Closing the fees, charges and disbursements of your special counsel referred to in Section 4.4 to 
the extent reflected in a statement of such counsel rendered to the Company at least one Business 
Day prior to the Closing. 

4.8 Private Placement Number. 

A Private Placement number issued by Standard & Poor's CUSP Service Bureau (in 
cooperation with the Securities Valuation Office of the National Association of Insurance Commis- 
sioners) shall have been obtained for the Notes. 

NY 198838 3 
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4.9 Changes in Corporate Structure. 

Except as specified in Schedule 4.9? the Company shall not have changed its jurisdiction of 
incorporation or been a party to any merger or consolidation and shall not have succeeded to all or 
any substantial part of the liabilities of any other entity, at any time following the date of the most 
recent financial statements referred to in Schedule 5.5. 

4.10 Proceedings and Documents. 

All corporate and other proceedings in connection mith the transactions contemplated b" 
t h s  Agreement and all documents and instruments incident to such transactions shall be satisfactor]l. 
to you and your special counsel, and you and your special counsel shall have recei\.ed all such 
counterpart originals or certified or other copies of such documents as you or they may reasonabllr. 
request. 

5. REPRESENTATIONS AND WARRANTIES OF THE COMPANY. 

The Company represents and warrants to you that: 

5.1 Organization; Power and Authority. 

The Company is a corporation duly organized, validly existing and in good standing under 
the laws of its jurisdiction of incorporation, and is duly qualified as a foreign corporation and is in 
good standing in each jurisdiction in which such qualification is required by law, other than those 
jurisdictions as to which the failure to be so qualified or in good standing could not, individually or 
in the aggregate, reasonably be expected to have a Material Adverse Effect. The Company has the 
corporate power and authority to own or hold under lease the properties it purports to own or hold 
under lease, to transact the business it transacts and proposes to transact, to execute and deliver this 
Agreement and the Other Agreements and the Notes and to perform the provisions hereof and 
thereof. 

5.2 Authorization, etc. 

This Agreement and the Other Agreements and the Notes have been duly authorized by all 
necessary corporate action on the part of the Company, and this Agreement constitutes, and upon 
execution and delivery thereof each Note will constitute, a legal, valid ,and binding obligation of the 
Company enforceable against the Company in accordance with its terms, except as such 
enforceability may be limited by (a) applicable bankruptcy, insolvency, reorganization, moratorium 
or other similar laws affecting the enforcement of creditors' rights generally and (b) general 
principles of equity (regardless of whether such enforceability is considered in a proceeding in 
equity or at law). 

5.3 Disclosure. 

The Company, through its agent, SG Cowen Securities, has delivered to you and each Other 
Purchaser a copy of a Private Placement Memorandum, dated April 3,2003 (the "Meimruiiduni"), 
relating to the transactions contemplated hereby. The Memorandum fairly describes, in ail material 
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respects, the general nature of the business and principal properties of the Company and its 
Subsidiaries. Except as disclosed in Schedule 5.3, this Agreement, the Memorandum. the 
documents, certificates or other writings delivered to you by or on behalf of the Company in 
connection with the transactions contemplated hereby and the financial statements listed in Sched- 
ule 5.5, taken as a whole, do not contain any untrue statement of a material fact or omit to state an!. 
material fact necessary to make the statements therein not misleading in light of the circunistances 
under w h c h  they were made. Except as disclosed in the Memorandum or as expressl!. described in 
Schedule 5.3, or in one of the documents. certificates or other writings identified therein. or in the 
financial statements listed in Schedule 5.5, since December 3 1, 2002. there has been no chanze in 
the financial condition, operations, business, properties or prospects of the Company or any 
Subsidiary except changes that individually or in the aggregate could not reasonably be expected to 
have a Material Adverse Effect. There is no fact kno\vn to the Company that could reasonably be 
expected to have a Material Adverse Effect that has not been set forth herein or in the hilemorandum 
or in the other documents, certificates and other writings delivered to you by or on behalf of the 
Company specifically for use in connection with the transactions contemplated hereby. 

Organization and Ownership of Shares of Subsidiaries; Affiliates. 

Schedule 5.4 contains (except as noted therein) complete and correct lists (i) of the 
Company's Subsidiaries, showing, as to each Subsidiary, the correct name thereof, the 
jurisdiction of its organization, and the percentage of shares of each class of its capital 
stock or similar equity interests outstanding owned by the Company and each other Sub- 
sidiary, (ii) of the Company's Affiliates, other than Subsidiaries, and (iii) of the 
Company's directors and senior officers. 

All of the outstanding shares of capital stock or similar equity interests of each Subsidiary 
shown in Schedule 5.4 as being owned by the Company and its Subsidiaries have been 
validly issued, are fully paid and nonassessable and are owned by the Company or 
another Subsidiary free and clear of any Lien (except as otherwise disclosed in Schedule 
5.4). 

Each Subsidiary identified in Schedule 5.4 is a corporation or other legal entity duly 
organized, validly existing and in good standing under the laws of its jurisdiction of 
organization, and is duly qualified as a foreign corporation or other legal entity and is in 
good standing in each jurisdiction in which such qualification is required by law, other 
than those jurisdictions as to which the failure to be so qualified or in good standing 
could not, individually or in the aggregate, reasonably be expected to have a Material 
Adverse Effect. Each such Subsidiary has the corporate or other power and authority to 
own or hold under lease the properties it purports to own or hold under lease and to 
transact the business it transacts and proposes to transact. 

No Subsidiary is a party to, or otherwise subject to any legal restriction or any agreement 
(other than this Agreement, the agreements listed on Schedule 5.4 and customary 
limitations imposed by corporate law statutes) restricting the ability of such Subsidiary to 
pay dividend3 out of profits 3r make any other similar distributions of profits to the 
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Company or any of its Subsidiaries that owns outstanding shares of capital stock or 
similar equity interests of such Subsidiary. 

5.5 Financial Statements. 

The Company has delivered to each Purchaser copies of the financial statements of the 
Company and its Subsidiaries listed on Schedule 5 . 5 ,  All of said financial statements (including in 
each case the related schedules and notes) fairly present in all material respects the consolidated 
financial position of the Company and its Subsidiaries as of the respective dates specified in such 
Schedule and the consolidated results of their operations and cash flo~vs for the respectk’e periods 
so specified and have been prepared in accordance with GAAP consistently applied throughout the 
periods involved except as set forth in the notes thereto (subject, in the case of any interim financial 
statements, to normal year-end adjustments). 

5.6 Compliance with Laws, Other Instruments, etc. 

The execution, delivery and performance by the Company of this Agreement and the Notes 
will not (a) contravene, result in any breach of, or constitute a default under, or result in the creation 
of any Lien in respect of any property of the Company or any Subsidiary under, any indenture, 
mortgage, deed of trust, loan, purchase or credit agreement, lease, corporate charter or by-latvs, or 
any other Material agreement or instrument to which the Company or any Subsidiary is bound or by 
which the Company or any Subsidiary or any of their respective properties may be bound or 
affected, (b) conflict with or result in a breach of any of the terms, conditions or provisions of any 
order, judgment, decree, or ruling of any court, arbitrator or Governmental Authority applicable to 
the Company or any Subsidiary or (c) violate any provision of any statute or other rule or regulation 
of any Governmental Authority applicable to the Company or any Subsidiary. 

5.7 Governmental Authorizations, etc. 

No consent, approval or authorization of, or registration, filing or declaration with, any 
Governmental Authority, in each case that has not been obtained, is required in connection with the 
execution, delivery or performance by the Company of this Agreement or the Notes. 

5.8 Litigation; Observance of Agreements, Statutes and Orders. 

(a) Except as disclosed in Schedule 5.8, there are no actions, suits or proceedings pending or, 
to the knowledge of the Company, threatened against or affecting the Company or any 
Subsidiary or any property of the Company or any Subsidiary in any court or before any 
arbitrator of any kmd or before or by any Governmental Authority that, individually or in 
the aggregate, could reasonably be expected to have a Material Adverse Effect. 

(b) Neither the Company nor any Subsidiary is in default under any term of any agreement or 
instrument to which it is a party or by which it is bound, or any order, judgment, decree 
or ruling of any court, arbitrator or Governmental Authority or is in violation of any 
applicable law, ordinance, rule or regulation (including without limitation Environmental 
Laws) of any Governmental Authority, which default or violation, individually or in the 
aggregate, could reasonably be expected to have a Material Adverse Effect. 
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5.9 Taxes. 

The Company and its Subsidiaries have filed all tax returns that are required to have been 
filed in any jurisdiction, and have paid all taxes shown to be due and payable on such returns and all 
other taxes and assessments levied upon them or their properties. assets, income or franchises. to the 
extent such taxes and assessments have become due and payable and before they have become 
delinquent, except for any taxes and assessments (a) the amount of which is not individuall!? or in 
the aggregate Material or (b) the amount, applicability or validity of which is currently being 
contested in good faith by appropriate proceedings and with respect to which the Company or a 
Subsidiary, as the case may be, has established adequate reserves in accordance n.ith GAAP. The 
Company knows of no basis for any other tax or assessment that could reasonably be expected to 
have a Material Adverse Effect. The charges, accruals and reserves on the books of the Compan!. 
and its Subsidiaries in respect of Federal, state or other taxes for all fiscal periods are adequate. The 
Federal income tax liabilities of the Company and its Subsidiaries have been agreed to by the 
Company and by the Internal Revenue Senrice and these liabilities have been paid for all fiscal 
years up to and including the fiscal year ended December 3 1, 1997. 

5.10 Title to Property; Leases. 

The Company and its Subsidiaries have good and sufficient title to their respective 
properties that individually or in the aggregate are Material, including all such properties reflected in 
the most recent audited balance sheet referred to in Section 5.5 or purported to have been acquired 
by the Company or any Subsidiary after said date (except as sold or otherwise disposed of in the 
ordinary course of business), in each case free and clear of Liens prohibited by this Ageement. All 
leases that the Company or any Subsidiary is party to as lessee and that individually or in the 
aggregate are Material are valid and subsisting and are in full force and effect in all material 
respects. 

Licenses, Permits, etc. 

Except as disclosed in Schedule 5.1 1, 

the Company and its Subsidiaries own or possess all licenses, permits, franchises, 
authorizations, patents, copyrights, service marks, trademarks and trade names, or rights 
thereto, that individually or in the aggregate are Material, without known conflict with 
the rights of others; 

to the best knowledge of the Company, no product of the Company or any of its 
Subsidiaries infringes in any Material respect any license, pemiit, franchise, 
authorization, patent, copyright, service mark, trademark, trade name or other right 
owned by any other Person; and 

to the best knowledge of the Company, there is no Material violation by any Person of 
any right of the Company or any of its Subsidiaries with respect to any patent, copyright, 
service mark, trademark, trade name or other right owned or used by the Company or any 
of its Subsidiaries. 
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5.12 Compliance with ERISA. 

The Company and each ERISA Affiliate haJ.e operated and administered each Plan in 
compliance with all applicable laws except for such instances of noncompliance as ha\.e 
not resulted in and could not reasonably be expected to result in a Material -4dverse 
Effect. Neither the Company nor any ERISA Affiliate has incurred any liability pursuant 
to Title I or IV of ERISA or the penalty or excise tax provisions of the Code relating to 
employee benefit plans (as defined in section 3 of ERISA), and no event. transaction or 
condition has occurred or exists that could reasonably be expected to result in the 
incurrence of any such liability by the Company or any ERISA Affiliate, or in the 
imposition of any Lien on any of the rights, properties or assets of the Company or any 
ERISA Affiliate, in either case pursuant to Title I or IY of ERISA or to such penalty or 
excise tax provisions or to section 401(a)(29) or 412 of the Code, other than such iiabili- 
ties or Liens as would not be individually or in the aggregate Material. 

(b) The present value of the aggregate benefit liabilities under each of the Plans (other than 
Multiemployer Plans), determined as of the end of such Plan's most recently ended plan 
year on the basis of the actuarial assumptions specified for funding purposes in such 
Plan's most recent actuarial valuation report, did not exceed the aggregate current value 
of the assets of such Plan allocable to such benefit liabilities by more than $50,000,000 in 
the aggregate for all Plans. The term "benefit liabilities" has the meaning specified in 
section4001 of ERISA and the terms "current value" and "present iyalzie" have the 
meaning specified in section 3 of ERISA. 

(c) The Company and its ERISA Affiliates have not incurred withdrawal liabilities (and are 
not subject to contingent withdrawal liabilities) under section 4201 or 4204 of ERISA in 
respect of Multiemployer Plans that individually or in the aggregate are Material. 

(d) The expected postretirement benefit obligation (determined as of the last day of the 
Company's most recently ended fiscal year in accordance with Financial Accounting 
Standards Board Statement No. 106, without regard to liabilities attributable to 
continuation coverage mandated by section 4980B of the Code) of the Company and its 
Subsidiaries is as described in Schedule 5.12. 

(e) The execution and delivery of this Agreement and the issuance and sale of the Notes 
hereunder will not involve any transaction that is subject to the prohibitions of sec- 
tion 406 of ERISA or in connection with which a tax could be imposed pursuant to sec- 
tion4975(c)(l)(A)-(D) of the Code. The representation by the Company in the first 
sentence of this Section 5.12(e) is made in reliance upon and subject to the accuracy of 
your representation in Section 6.2 as to the sources of the funds used to pay the purchase 
price of the Notes to be purchased by you. 
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5.13 Private Offering by the Company. 

Neither the Company nor anyone acting on its behalf has offered the Notes or any siniilar 
securities for sale to, or solicited any offer to buy any of the same from. or othemise approached or 
negotiated in respect thereof with. any person other than you. the Other Purchasers and not more 
than 4 other Institutional Investors. each of which has been offered the Notes at a private sale for 
investment. Neither the Company nor anyone acting on its behalf has taken, or will take, any action 
that would subject the issuance or sale of the Xotes to the registration requirements of Section 5 of 
the Securities Act. 

5.14 Use of Proceeds; Margin Regulations. 

The Company will apply the proceeds of the sale of the Notes for repayment of short-term 
indebtedness and for general corporate purposes. No part of the proceeds from the sale of the Notes 
hereunder will be used, directly or indirectly, for the purpose of buying or carrying any margin stock 
withn the meaning of Regulation U of the Board of Governors of the Federal Reserve System (1 2 
CFR 221), or for the purpose of buying or carrying or trading in any securities under such 
circumstances as to involve the Company in a violation of Regulation X of said Board (12 CFR 
224) or to involve any broker or dealer in a violation of Regulation T of said Board (12 CFR 220). 
Margin stock does not constitute more than 3% of the value of the consolidated assets of the 
Company and its Subsidiaries and the Company does not have any present intention that margin 
stock will constitute more than 3% of the value of such assets. As used in this Section, the terms 
"margin stock" and "purpose of buying or caylying" shall have the meanings assigned to them in 
said Regulation U. 

5.15 Existing Indebtedness; Future Liens. 

(a) Except as described therein, Schedule 5.15(a) sets forth a complete and correct list of all 
outstanding unsecured Indebtedness of the Company and its Subsidiaries as of 
December 31, 2002 and Schedule 5.15(b) sets forth a complete and correct list of all 
outstanding secured Indebtedness of the Company and its Subsidiaries as of 
December 3 1 ,  2002, since which date there has been no Material change in the amounts, 
interest rates, sinking funds, installment payments or maturities of the Indebtedness of the 
Company or its Subsidiaries. Neither the Company nor any Subsidiary is in default and 
no waiver of default is currently in effect, in the payment of any principal or interest on 
any Indebtedness of the Company or such Subsidiary and no event or condition exists 
with respect to any Indebtedness of the Company or any Subsidiary that would permit (or 
that with notice or the lapse of time, or both, would permit) one or more Persons to cause 
such Indebtedness to become due and payable before its stated maturity or before its 
regularly scheduled dates of payment. 

(b) Except as disclosed in Schedule 5.15(b), neither the Company nor any Subsidiary has 
agreed or consented to cause or permit in the future (upon the happening of a contingency 
or otherwise) any of its property, whether now owned or hereafter acquired, to be subject 
to 3 Lien. Ij- r 
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5.16 Foreign Assets Control Regulations, etc. 

Neither the sale of the Notes by the Company hereunder nor its use of the proceeds thereof 
will violate (a) the Trading with the Enemy Act, as amended, (b) any of the foreign assets control 
regulations of the United States Treasury Department (3 1 CFR, Subtitle B. Chapter 1’. as amended) 
or any enabling legislation or executive order relating thereto or (c) Executive Order No. 13.221. 66 
Fed Reg 49,079 (2001), issued by the President of the United States (Executive Order Blocklng 
Property and Prohibiting Transactions with Persons Who Commit, Threaten to Commit or Support 
Terrorism). 

5.17 Status under Certain Statutes. 

Neither the Company nor any Subsidiary is subject to regulation under the Investment 
Company Act of 1940, as amended or the Interstate Commerce Act. as amended. The Company 
and its Subsidiaries are exempt from regulation under the Public Utility Holding Company Act of 
193 5, as amended. 

5.1 8 Environmental Matters. 

Neither the Company nor any Subsidiary has knowledge of any claim or has received any 
notice of any claim, and no proceeding has been instituted raising any claim against the Company or 
any of its Subsidiaries or any of their respective real properties now or formerly owned, leased or 
operated by any of them or other assets, alle_&g any damage to the environment or violation of any 
Environmental Laws, except, in each case, such as could not reasonably be expected to result in a 
Material Adverse Effect. Except as otherwise disclosed to you in writing, 

neither the Company nor any Subsidiary has knowledge of any facts which would give 
rise to any claim, public or private, of violation of Environmental Laws or damage to the 
environment emanating from, occumng on or in any way related to real properties now 
or formerly owned, leased or operated by any of them or to other assets or their use, 
except, in each case, such as could not reasonably be expected to result in a Material 
Adverse Effect; 

neither the Company nor any of its Subsidiaries has stored any Hazardous Materials on 
real properties now or formerly owned, leased or operated by any of them and has not 
disposed of any Hazardous Materials in a manner contrary to any Environmental Laws in 
each case in any manner that could reasonably be expected to result in a Material 
Adverse Effect; and 

all buildings on all real properties now owned, leased or operated by the Company or any 
of its Subsidiaries are in compliance with applicable Environmental Laws, except where 
failure to comply could not reasonably be expected to result in a Material Adverse Effect. 
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6. REPRESENTATIONS OF THE PURCHASER. 

6.1 Purchase for Investment. 

You represent that you are purchasing the Notes for your o ~ m  account or for one or more 
separate accounts maintained by you or for the account of one or more pension or trust funds and 
not with a view to the distribution thereof, provided that the disposition of your or their property 
shall at all times be within your or their control. You understand that the Notes have not been 
registered under the Securities Act and may be resold only if registered pursuant to the provisions of 
the Securities Act or if an exemption from registration is available, except under circumstances 
where neither such registration nor such an exemption is required by law. and that the Company is 
not required to register the Notes. 

6.2 Source of Funds. 

You represent that at least one of the following statements is an accurate representation as to 
each source of funds (a "Source") to be used by you to pay the purchase price of the Notes to be 
purchased by you hereunder: 

(a) the Source is an "insurance company general account" (as the term is defined in PTE 95- 
60 (issued July 12, 1995)) in respect of which the reserves and liabilities (as defined by 
the annual statement for life insurance companies approved by the National Association 
of Insurance Commissioners (the "NAIC Aiznual Statenzent")) for the general account 
contract(s) held by or on behalf of any employee benefit plan together with the amount of 
the reserves and liabilities for the general account contract(s) held by or on behalf of any 
other employee benefit plans maintained by the same employer (or affiliate thereof as 
defined in PTE 95-60) or by the same employee organization in the general account do 
not exceed 10% of the total reserves and liabilities of the general account (exclusive of 
separate account liabilities) plus surplus as set forth in the NAIC Annual Statement filed 
with your state of domicile; or 

(b) the Source is a separate account that is maintained solely in connection with your fixed 
contractual obligations under which the amounts payable, or credited, to any employee 
benefit plan (or its related trust) that has any interest in such separate account (or to any 
participant or beneficiary of such plan (including any annuitant)) are not affected in any 
manner by the investment performance of the separate account; or 

(c) the Source is either (i) an insurance company pooled separate account, within the 
meaning of PTE 90-1 (issued January 29, 1990), or (ii) a bank collective investment fund, 
within the meaning of the PTE 91-38 (issued July 12, 1991) and, except as you have 
disclosed to the Company in writing pursuant to this paragraph (c), no employee benefit 
plan or group of plans maintained by the same employer or employee organization 
beneficially owns more than 10% of all assets allocated to such pooled separate account 
or collective investment fund; or 

(d) 
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(withm the meaning of Part V of the QPAM Exemption), no employee benefit plan's 
assets that are included in such investment fund. when combined with the assets of all 
other employee benefit plans established or maintained by the same employer or by an 
affiliate (withn the meaning of Section V(c)(l) of the QPAM Exemption) of such 
employer or by the same employee organization and managed b!. such QP.&4?. exceed 
20% of the total client assets managed by such QPAM, the conditions of Part I(c) and (2) 
of the QPAM Exemption are satisfied, neither the QPAM nor a person controlling or 
controlled by the QPAM (applying the definition of "coritroll' in Section V(e) of the 
QPAM Exemption) owns a 5% or more interest in the Company and ( i )  the identity of 
such QPAM and (ii) the names of all employee benefit plans whose assets are included in 
such investment fund have been disclosed to the Company in writing pursuant to this 
paragraph (d); or 

the Source constitutes assets of a ')laiz(s)" (within the meaning of Section JV of PTE 96- 
23 (the "INHAM Exemption")) managed by an "ill-house asset nzatzage~" or "INH.4Af" 
(within the meaning of Part IV of the INHAM Exemption), the conditions of Part I(a). (8) 
and (h) of the INHAM Exemption are satisfied, neither the INHAM nor a person 
controlling or controlled by the INHAkI (applying the definition of "control" in Section 
IV(h) of the INHAM Exemption) owns a 5% or more interest in the Company and (i) the 
identity of such INHAM and (ii) the name(s) of the employee benefit plan(s) whose 
assets constitute the Source have been disclosed to the Company in writing pursuant to 
this paragraph (e); or 

the Source is a governmental plan; or 

the Source is one or more employee benefit plans, or a separate account or trust fund 
comprised of one or more employee benefit plans, each of which has been identified to 
the Company in writing pursuant to this paragraph (g); or 

the Source does not include assets of any employee benefit plan, other than a plan exempt 
from the coverage of ERISA. 

As used in this Section 6.2, the terms "enzplqvee beiiefitplair" and "separate accouirt" shall have the 
respective meanings assigned to such terms in Section 3 of ERISA. 

7. INFORMATION AS TO COMPAhT. 

7.1 Financial and Business Information. 

The Company shall deliver to each holder of Notes that is an Institutional Investor: 

(a) Ouarterlv Statements. Within 60 days after the end of each quarterly fiscal period in each 
fiscal year of the Company (other than the last quarterly fiscal period of each such fiscal 
year), duplicate copies of (i) a consolidated balance sheet of the Company and its 
Subsidiaries as at the end of such quarter, and (ii) consolidated statements of income, 
changes in shareholders' equity and cash flows of the Company and its Subsidiaries, for 
such quarter and (in the case of the second and third quarters) for the portion of the fiscal 
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year ending with such quarter, setting forth in each case in comparative form the figures 
for the corresponding periods in the previous fiscal year, all in reasonable detail. prepared 
in accordance with GAAP applicable to quarterly financial statements generall)., and 
certified by a Senior Financial Officer as fairly presenting, in all material respects. the 
financial position of the companies being reported on and their results of operations and 
cash flows, subject to changes resulting from year-end adjustments. proiided that 
delivery within the time period specified above of copies of the Company's Quarterly 
Report on Form IO-Q prepared in compliance with the requirements therefor and filed 
with the Securities and Exchange Commission shall be deemed to satis+ the 
requirements of this Section 7.1 (a); 

(b) Annual Statements. Within 105 days after the end of each fiscal year of the Compan)., 
duplicate copies of (i) a consolidated balance sheet of the Company and its Subsidiaries. 
as at the end of such year, and (ii) consolidated statements of income, changes in 
shareholders' equity and cash flows of the Company and its Subsidiaries, for such year, 
setting forth in each case in comparative form the figures for the previous fiscal year, all 
in reasonable detail, prepared in accordance with GAAP, and accompanied by (A) an 
opinion thereon of independent certified public accountants of recognized national 
standing, which opinion shall state that such financial statements present fairly, in all 
material respects, the financial position of the companies being reported upon and their 
results of operations and cash flows and have been prepared in conformity with G W ,  
and that the examination of such accountants in connection with such financial statements 
has been made in accordance with generally accepted auditing standards, and that such 
audit provides a reasonable basis for such opinion in the circumstances, and (B) a 
certificate of such accountants stating that they have reviewed this Agreement and stating 
further whether, in making their audit, they have become aware of any condition or event 
that then constitutes a Default or an Event of Default, and, if they are aware that any such 
condition or event then exists, specifying the nature and period of the existence thereof (it 
being understood that such accountants shall not be liable, directly or indirectly, for any 
failure to obtain knowledge of any Default or Event of Default unless such accountants 
should have obtained knowledge thereof in making an audit in accordance with generally 
accepted auditing standards or did not make such an audit), provided that the delivery 
within the time period specified above of the Company's Annual Report on Form 10-K 
for such fiscal year (together with the Company's annual report to shareholders, if any, 
prepared pursuant to Rule 14a-3 under the Exchange Act) prepared in accordance with 
the requirements therefor and filed with the Securities and Exchange Commission, 
together with the accountant's certificate described in clause (B) above, shall be deemed 
to satisfy the requirements of this Section 7.l(b); 

(c) SEC and Other Reports. Promptly upon their becoming available, one copy of (i) each 
financial statement, report, notice or proxy statement sent by the Company or any 
Subsidiary to public securities holders generally, and (ii) each regular or periodic report, 
each registration statement (without exhibits except as expressly requested by such 
holder), and each prospectus and all amendments thereto filed by the Company or any 
Subsidiary with the Securities and Exchange Commission and of all press releases and 
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other statements made available generally by the Company or any Subsidiq.  to the 
public conceming developments that are Material; 

Notice of Default or Event of Default. Promptly. and in any event n i t h n  five days after 
a Responsible Officer becoming aware of the existence of any Default or Event of 
Default or that any Person has given any notice or taken any action ivith respect to a 
claimed default hereunder or that any Person has given any notice or taken any action 
with respect to a claimed default of the type referred to in Section 1 l(f), a nvritten notice 
specifying the nature and period of existence thereof and tvhat action the Company is 
taking or proposes to take with respect thereto; 

ERISA Matters. Promptly, and in any event within five days after a Responsible Officer 
becoming aware of any of the following, a written notice setting forth the nature thereof 
and the action, if any, that the Company or an ERISA Affiliate proposes to take with re- 
spec t t hereto : 

(i) with respect to any Plan, any reportable event, as defined in section4043(c) of 
ERISA and the regulations thereunder, for which notice thereof has not been 
waived pursuant to such regulations as in effect on the date hereof; or 

(ii) the taking by the PBGC of steps to institute, or the threatening by the PBGC of 
the institution of, proceedings under section 4042 of ERISA for the termination 
of, or the appointment of a trustee to administer, any Plan, or the receipt by the 
Company or any ERISA Affiliate of a notice from a Multiemployer Plan that such 
action has been taken by the PBGC with respect to such Multiemployer Plan; or 

(iii) any event, transaction or condition that could result in the incurrence of any 
liability by the Company or any ERISA Affiliate pursuant to Title I or IV of 
ERISA or the penalty or excise tax provisions of the Code relating to employee 
benefit plans, or in the imposition of any Lien on any of the rights, properties or 
assets of the Company or any ERISA Affiliate pursuant to Title I or IV of ERISA 
or such penalty or excise tax provisions, if such liability or Lien, taken together 
with any other such liabilities or Liens then existing, could reasonably be 
expected to have a Material Adverse Effect; 

Notices from Governmental Authoritv. Promptly, and in 'any event within 30 days of 
receipt thereof, copies of any notice to the Company or any Subsidiary from any Federal 
or state Governmental Authority relating to any order, ruling, statute or other law or 
regulation that could reasonably be expected to have a Material Adverse Effect; and 

Reauested Information. With reasonable promptness, such other data and information 
relating to the business, operations, affairs, financial condition, assets or properties of the 
Company or any of its Subsidiaries or relating to the ability of the Company to perform 
its obligations hereunder and under the Notes as from time to time may be reasonably 
requested by any such holder of Notes. 
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7.2 Officer's Certificate. 

Each set of financial statements delivered to a holder of Kotes pursuant to Section 7.1 (a) or 
Section 7.l(b) hereof shall be accompanied by a certificate of a Senior Financial Officer setting 
forth: 

(a) Covenant Compliance. The information (including detailed calculations) required in 
order to establish whether the Company was in compliance ivith the requirements of 
Sections 9.6 and 10.3 hereof during the quarterly or annual period covered by the 
statements then being fumished (including with respect to each such Section, ivhere 
applicable, the calculations of the maximum or minimum amount, ratio or percenta, De, as 
the case may be, permissible under the terms of such Sections, and the calculation of the 
amount, ratio or percentage then in existence); and 

(b) Event of Default. The statement that such officer has reviewed the relevant terms hereof 
and has made, or caused to be made, under his or her supervision, a revieu. of the 
transactions and conditions of the Company and its Subsidiaries from the beginning of 
the quarterly or annual period covered by the statements then being furnished to the date 
of the certificate and that such review shall not have disclosed the existence during such 
period of any condition or event that constitutes a Default or an Event of Default or, if 
any such condition or event existed or exists (including, without limitation, any such 
event or condition resulting from the failure of the Company or any Subsidiary to comply 
with any Environmental Law), specifying the nature and period of existence thereof and 
what action the Company shall have taken or proposes to take with respect thereto. 

7.3 Inspection. 

The Company shall permit the representatives of each holder of Notes that is an Institutional 
Investor: 

No Default. If no Default or Event of Default then exists, at the expense of such holder 
and upon reasonable prior notice to the Company, to visit the principal executive office 
of the Company, to discuss the affairs, finances and accounts of the Company and its 
Subsidiaries with the Company's officers, and (with the consent of the Company, which 
consent will not be unreasonably withheld) its independent public accountants, and (with 
the consent of the Company, which consent will not be unreasonably withheld) to visit 
the other offices and properties of the Company and each Subsidiary, all at such 
reasonable times and as often as may be reasonably requested in writing; and 

Default. If a Default or Event of Default then exists, at the expense of the Company, to 
visit and inspect any of the offices or properties of the Company or any Subsidiary, to 
examine all their respective books of account, records, reports and other papers, to make 
copies and extracts therefrom, and to discuss their respective affairs, finances and 
accounts with their respective officers and independent public accountants (and by this 
provision the Company authorizes said accountants to discuss the affairs, finmces and 
accounts of the Company and its Subsidiaries), all at such times and as often as may be 
requested. 

NY 198838 15 



8. PAYMENT OF THE NOTES. 

8.1 Maturity; Prepayment. 

As provided therein, the entire unpaid principal amount of the Notes shall be due and 
payable on the Maturity Date. 

On each of April 11,2014, and April 11.2015. the Company shall prepalv SS3.333.322 
principal amount (or such lesser principal amount as shall then be outstanding) of the Notes at par 
and without payment of the Make-Whole Amount or any premium, provided that upon any partial 
prepayment of the Notes pursuant to Section 8.2 the principal amount of each required prepayment 
of the Notes becoming due under this Section 8.1 on and after the date of such prepaJment shall be 
reduced in the same proportion as the aggregate unpaid principal amount of the Notes is reduced as 
a result of such prepayment. 

8.2 Optional Prepayments with Make-Whole Amount. 

The Company may, at its option, upon notice as provided below, prepay at any time all, or 
from time to time any part of, the Notes, in an amount not less than 5% of the aggregate principal 
amount of the Notes then outstanding in the case of a partial prepayment, at 100% of the principal 
amount so prepaid, plus the Make-Whole Amount determined for the prepayment date with respect 
to such principal amount. The Company will give each holder of Notes written notice of each 
optional prepayment under t h ~ s  Section 8.2 not less than 30 days and not more than 60 days prior to 
the date fixed for such prepayment. Each such notice shall specify such date, the aggregate princi- 
pal amount of the Notes to be prepaid on such date, the principal amount of each Note held by such 
holder to be prepaid (determined in accordance with Section 8.3), and the interest to be paid on the 
prepayment date with respect to such principal amount being prepaid, and shall be accompanied by 
a certificate of a Senior Financial Officer as to the estimated Make-Whole Amount due in 
connection with such prepayment (calculated as if the date of such notice were the date of the 
prepayment), setting forth the details of such computation. Two Business Days prior to such 
prepayment, the Company shall deliver to each holder of Notes a certificate of a Senior Financial 
Officer specifylng the calculation of such Make-Whole Amount as of the specified prepayment 
date. 

8.3 Allocation of Partial Prepayments. 

In the case of each partial prepayment of the Notes, the principal amount of the Notes to be 
prepaid shall be allocated among all of the Notes at the time outstanding in proportion, as nearly as 
practicable, to the respective unpaid principal amounts thereof not theretofore called for 
prepayment. 

8.4 Maturity; Surrender, etc. 

In the case of each prepayment of Notes pursuant to this Section 8, the principal amount of 
each Note to be prepaid shall mature and become due and payable on the date fixed for such 
prepayment, together with interest on such principal amount accrued to such date and the applicable 
Make-Whole Amount, if any. From and after such date, unless the Company shall fail to pay such 
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principal amount when so due and payable, together with the interest and Make-Whole Amount. if 
any, as aforesaid, interest on such principal amount shall cease to accrue. Any Note paid or prepaid 
in full shall be surrendered to the Company and cancelled and shall not be reissued. and no Note 
shall be issued in lieu of any prepaid principal amount of any Kote. 

8.5 Purchase of Notes. 

The Company will not and will not permit any Affiliate to purchase, redeem, preps)' or 
otherwise acquire, directly or indirectly, any of the outstanding fiotes except upon the paJment or 
prepayment of the Notes in accordance with the terms of t h s  Agreement and the Notes. The 
Company will promptly cancel all Notes acquired by it or any Affiliate pursuant to any payment, 
prepayment or purchase of Notes pursuant to any provision of this Agreement and no Notes may be 
issued in substitution or exchange for any such Notes. 

8.6 Make-Whole Amount. 

The term "Make- Whole Amount" means, with respect to any Note, an amount equal to the 
excess, if any, of the Discounted Value of the Remaining Scheduled Payments with respect to the 
Called Principal of such Note over the amount of such Called Principal, provided that the Make- 
Whole Amount may in no event be less than zero. For the purposes of determining the Make- 
Whole Amount, the following terms have the following meanings: 

"Called Principal" means, with respect to any Note, the principal of such Note that 
is to be prepaid pursuant to Section 8.2 or has become or is declared to be immediately due 
and payable pursuant to Section 12.1, as the context requires. 

"Discounted Value" means, with respect to the Called Principal of any Note, the 
amount obtained by discounting all Remaining Scheduled Payments with respect to such 
Called Principal from their respective scheduled due dates to the Settlement Date with 
respect to such Called Principal, in accordance with accepted financial practice and at a 
discount factor (applied on the same periodic basis as that on which interest on the Notes is 
payable) equal to the Reinvestment Yield with respect to such Called Principal. 

"Reinvestment Yield' means, with respect to the Called Principal of any Note, 0.50% 
over the yield to maturity implied by (i) the yields reported, as of 1O:OO A.M. (New York 
City time) on the second Business Day preceding the Settlement Date with respect to such 
Called Principal, on the display designated as "Page PX1" on Bloomberg Financial Markets 
Service (or such other display as may replace Page PX1 on Bloomberg Financial Markets 
Service) for actively traded U.S. Treasury securities having a maturity equal to the 
Remaining Average Life of such Called Principal as of such Settlement Date, or (ii) if such 
yields are not reported as of such time or the yields reported as of such time are not 
ascertainable, the Treasury Constant Maturity Series Yields reported, for the latest day for 
which such yields have been so reported as of the second Business Day preceding the 
Settlement Date with respect to such Called Principal, in Federal Reserve Statistical Release 
H.15 (519) (or any comparable successor publication) for actively trpded U.S. Treasury 
securities having.a constant maturity equal to the Remaining Average Life of such Called 
Principal as of such Settlement Date. Such implied yield will be determined, if necessary, 
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by (a) converting U.S. Treasury bill quotations to bond-equivalent yields in accordance lvith 
accepted financial practice and (b) interpolating linearly bemeen (1) the actively traded US. 
Treasury security with the maturity closest to and greater than the Remaining Average Life 
and (2) the actively traded U.S. Treasury security ivith the maturity closest to and less than 
the Remaining Average Life. 

"Remaining Average Life" means, with respect to any Called Principal. the number 
of years (calculated to the nearest one-twelfth year) obtained by dividing (i) such Called 
Principal into (ii) the sum of the products obtained by multiplying (a) the principal 
component of each Remaining Scheduled Payment with respect to such Called Principal by 
(b) the number of years (calculated to the nearest one-twelfth year) that will elapse between 
the Settlement Date with respect to such Called Principal and the scheduled due date of such 
Remaining Scheduled Payment. 

"Remaining Scheduled Payments" means, with respect to the Called Principal of any 
Note, all payments of such Called Principal and interest thereon that would be due after the 
Settlement Date with respect to such Called Principal if no payment of such Called Principal 
were made prior to its scheduled due date, provided that if such Settlement Date is not a date 
on which interest payments are due to be made under the terms of the Notes, then the 
amount of the next succeeding scheduled interest payment will be reduced by the amount of 
interest accrued to such Settlement Date and required to be paid on such Settlement Date 
pursuant to Section 8.2 or 12.1. 

"Settlement Date" means, with respect to the Called Principal of any Note, the 
date on which such Called Principal is to be prepaid pursuant to Section 8.2 or has 
become or is declared to be immediately due and payable pursuant to Section 12.1, as the 
context requires. 

Interest. 

Until the Maturity Date, the unpaid principal amount of each Note shall accrue interest 
for each day at the Applicable Rate. 

Any overdue principal of any Note and, to the extent permitted by applicable law, any 
interest payments thereon and any fees and other amounts in respect thereof not paid 
when due shall thereafter bear interest (including post-petition interest in any proceeding 
under the United States Bankruptcy Code or other applicable bankruptcy laws) for the 
period from and including the due date to but excluding the date such amount is paid in 
full at the Default Rate. 

Interest accrued on the Notes shall be payable in arrears on each Interest Payment Date; 
provided that (i) interest accrued pursuant to Section 8.7(b) shall be payable on demand, 
and (ii) upon any prepayment of any portion of the Notes, interest accrued on the 
principal amount prepaid shall be payable on the date of such prepayment. 

All interest hereunder shall be computed on the basis of a year of 360 days comprising 
twelve 30-day months. 
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9. AFFIRMATIVE COVENANTS. 

The Company covenants that so long as any of the Notes are outstandmg: 

9.1 Compliance with Law. 

The Company will and will cause each of its Subsidiaries to comply with all lans, 
ordinances or governmental rules or regulations to mkich each of them is subject. including. nithout 
limitation, Environmental Laws, and will obtain and maintain in effect all licenses, certificates, 
permits, fi-anchses and other governmental authorizations necessary to the oRnershp of their re- 
spective properties or to the conduct of their respective businesses, in each case to the extent 
necessary to ensure that non-compliance with such laws, ordinances or governmental rules or 
regulations or failures to obtain or maintain in effect such licenses, certificates, permits, franchises 
and other governmental authorizations could not, individually or in the aggregate, reasonably be 
expected to have a Material Adverse Effect. 

9.2 Insurance. 

The Company will and will cause each of its Subsidiaries to maintain, with financially 
sound and reputable insurers, insurance with respect to their respective properties and businesses 
against such casualties and contingencies, of such types, on such terms and in such amounts (in- 
cluding deductibles, co-insurance and self-insurance, if adequate reserves are maintained with 
respect thereto) as is customary in the case of entities of established reputations engaged in the same 
or a similar business and similarly situated. 

9.3 Maintenance of Properties. 

The Company will and will cause each of its Subsidiaries to maintain and keep, or cause to 
be maintained and kept, their respective properties in good repair, working order and condition 
(other than ordinary wear and tear), so that the business carried on in connection therewith may be 
properly conducted at all times, provided that this Section shall not prevent the Company or any 
Subsidiary fi-om discontinuing the operation and the maintenance of any of its properties if such 
discontinuance is desirable in the conduct of its business and the Company has concluded that such 
discontinuance could not, individually or in the aggregate, reasonably be expected to have a 
Material Adverse Effect. 

9.4 Payment of Taxes and Claims. 

The Company will and will cause each of its Subsidiaries to file all tax retums required to be 
filed in any jurisdiction and to pay and discharge all taxes shown to be due and payable on such 
retums and all other taxes, assessments, governmental charges, or levies imposed on them or any of 
their properties, assets, income or franchises, to the extent such taxes and assessments have become 
due and payable and before they have become delinquent, and all claims for which sums have 
become due and payable that have or might become a Lien on properties or assets of the Company 
or any Subsidiary, provided that neither the Company nor any Subsidiary need pay any such tax or 
assessment or claims if (a) the amount, applicability or validity thereof is contested by the Company 
or such Subsidiary on a timely basis in good faith and in appropriate proceedings, and the Company 
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or a Subsidiary has established adequate reserves therefor in accordance i\sith GAAP on the books 
of the Company or such Subsidiary, or (b) the nonpayment of all such taxes. assessments and claims 
in the aggregate could not reasonably be expected to have a Material Adverse Effect. 

9.5 Corporate Existence, etc. 

Subject to Sections 10.2, the Company will at all times preserve and keep in full force and 
effect its corporate existence, and the Company will at all times preserve and keep in full force and 
effect the corporate existence of each of its Subsidiaries (unless merged into the Company or a Sub- 
sidiary) and all rights and fianchises of the Company and its Subsidiaries unless, in the good faith 
judgment of the Company, the termination of or failure to preserve and keep in full force and effect 
the corporate existence of any Subsidiary or any such right or franchse could not. individuall>r or in 
the aggregate, have a Material Adverse Effect. 

9.6 Financial Covenant. 

The Company shall maintain, as of the last day of each fiscal quarter, a ratio of Total 
Debt to Capitalization, for the fiscal quarter then ended, of less than or equal to 0.60 to 1 .OO. 

10. NEGATIVE COVENAPITS. 

The Company covenants that so long as any of the Notes are outstanding: 

10.1 Transactions with Affiliates. 

The Company will not and will not permit any Subsidiary to enter into directly or indirectly 
any transaction or group of related transactions (including without limitation the purchase, lease, 
sale or exchange of properties of any kmd or the rendering of any service) with any Affiliate (other 
than the Company or another Subsidiary), except (a) in the ordinary course and pursuant to the 
reasonable requirements of the Company's or such Subsidiary's business and upon fair and rea- 
sonable terms no less favorable to the Company or such Subsidiary than would be obtainable in a 
comparable arm's-length transaction with a Person not an Affiliate, or (b) in accordance with 
applicable Florida Public Service Commission requirements. 

10.2 Merger, Consolidation, etc. 

The Company shall not consolidate with or merge with any other corporation or convey, 
transfer or lease substantially all of its assets in a single transaction or series of transactions to any 
Person unless: 

(a) the successor formed by such consolidation or the survivor of such merger or the Person 
that acquires by conveyance, transfer or lease substantially all of the assets of the 
Company as an entirety, as the case may be, shall be a solvent corporation organized and 
existing under the laws of the United States or any State thereof (including the District of 
Columbia) and, if the Company is not such corporation, (i) such corporation shall have 
executed and delivered to each holder of any Notes its assumption of the due and punc- 
tual performance and observance of each covenant and condition of this Agreement, the 
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Other Agreements and the Notes and (ii) the Company shall have caused to be deli\.ered 
to each holder of any Notes an opinion of nationally reco- zed independent counsel. or 
other independent counsel reasonably satisfactory to the Required Holders, to the effect 
that all agreements or instruments effecting such assumption are enforceable in 
accordance with their terms and comply with the terms hereof: and 

(b) immediately after giving effect to such transaction. no Default or Event of Default shall 
have occurred and be continuing. 

No such conveyance, transfer or lease of substantially all of the assets of the Company shall 
have the effect of releasing the Company or any successor corporation that shall theretofore ha\.e 
become such in the manner prescribed in ths Section 10.2 from its liability under this Agreement or 
the Notes. 

10.3 LiensfSubsidiary Indebtedness. 

The Company (a) will not, and will not permit any of its Subsidiaries to, directly or 
indirectly create, incur, assume or permit to exist (upon the happening of a contingency or 
otherwise) any Lien securing the Indebtedness of any Person on or with respect to any property or 
asset (including, without limitation, any document or instrument in respect of goods or accounts 
receivable) of the Company or any such Subsidiary, whether now owned or held or hereafter 
acquired, or any income or profits therefrom or assign or otherwise convey any right to receive 
income or profits (including accounts receivable) and (b) will not at any time permit any Subsidiary 
to, directly or indirectly, create, incur, issue, assume, guarantee, have outstanding or otherwise 
become or remain directly or indirectly liable with respect to, any Indebtedness or any Redeemable 
Preferred Stock (unless, (i) in the case of clause (a) above with respect to a Lien on the property or 
assets of the Company, it makes, or causes to be made, effective provision whereby the Notes will 
be equally and ratably secured with any and all other obligations thereby secured, such security to 
be pursuant to an agreement reasonably satisfactory to the Required Holders and, in any such case, 
the Notes shall have the benefit of, to the hllest extent that, and with such priority as, the holders of 
the Notes may be entitled under applicable law, a Lien on such property regardless of any inaction 
of the Company to create such Lien, or (ii) in the case of clause (a) or (b) above, it makes, or causes 
to be made, effective provision whereby the Notes are secured by First Mortgage Bonds having a 
face value equal to the then outstanding principal amount of the Notes, pursuant to an ageement 
creating and perfecting such security reasonably satisfactory to the Required Holders, which First 
Mortgage Bonds in turn continue to be secured by substantially all of the property, plant and 
equipment of the electric business of the Company and no material part of such electric business has 
been transferred from the Company to a Subsidiary of the Company at any time after the date 
hereof), except: 

(i) any Lien existing on property of a Person immediately prior to its being consolidated 
with or merged into the Company or a Subsidiary or its becoming a Subsidiary or any Lien existing 
on any property acquired by the Company or any Subsidiary at the time such property is so acquired 
(whether or not the Indebtedness secured thereby shall have been assumed), provided that (A) no 
such Lien shall have been created or assumed ill contemplation of such consolidation or merger or 
such Person's becoming a Subsidiary or such acquisition of property, (B) each such Lien shall 
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extend solely to the item or items of property so acquired or so encumbered immediately prior to the 
time of the merger or consolidation or so encumbered immediately prior to the time such Person 
became a Subsidiary and, if required by the terms of the instrument originally creating such Lien. 
other property which is an improvement to or is acquired for specific use in connection lvith such 
acquired or encumbered property and (C) the principal amount of the obligations thereby secured b). 
such Liens are not increased after such time; or 

(ii) (A) other Liens not otherwise permitted by paragraph (i) ab0L.e securing 
Indebtedness of the Company, its Subsidiaries or TECO, (B) Indebtedness of a Subsidiary of the 
Company or (C) Redeemable Preferred Stock of a Subsidiary of the Company; provided that the 
aggregate principal amount of Indebtedness plus the aggregate redemption value of all Redeemable 
Preferred Stock referred to in clauses (A), (B) and (C) of this subparagraph (ii) does not at any time 
exceed the greater of (x) $500,000,000 in aggregate plus existing secured Indebtedness outstanding 
as of the Closing Date referred to under the subheading “Installment Contracts Payable (3)” under 
the heading “(b) Existing Secured IndebtednessLiens” in Schedule 5.15 to the extent such 
Indebtedness remains secured and outstanding as Indebtedness of the Company and (y) 
$700,000,000 in aggregate. 

For purposes of this Section 10.3, any Person extending, renewing or refhding any 
Indebtedness secured by any Lien shall be deemed to have created such Lien at the time of such 
extension, renewal or refunding. 

Any First Mortgage Bonds issued for the purposes of satisfying the requirements of 
clause (ii) of the introductory paragraph to this Section 10.3 shall (a) be issued in a separate series to 
a trustee or collateral agent selected by the Company with the approval of the Required 
Noteholders, not to be unreasonably withheld or delayed, (b) have payment terms that mirror the 
payment terms on the Notes (but without duplication), (c) contain no additional new covenants, and 
(d) otherwise include no other terms that apply to such First Mortgage Bonds and not to the First 
Mortgage Bonds held by the existing holders of the First Mortgage Bonds. 

11. EVENTS OF DEFAULT. 

An Event ofDefauZt shall exist if any of the following conditions or events shall occur and 
be continuing: 

(a) the Company defaults in the payment of any principal or Make-Whole Amount, if any, on 
any Note when the same becomes due and payable, whether at maturity or at a date fixed 
for prepayment or by declaration or otherwise; or 

(b) the Company defaults in the payment of any interest on any Note for more than five 
Business Days after the same becomes due and payable; or 

(c) the Company defaults in the performance of or compliance with any term contained in 
Sections 9.6, 10.2 or 10.3; or 

(d) 
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such default is not remedied within 30 days after the earlier of (i) a Responsible Officer 
obtaining actual knowledge of such default and (ii) the Company receiving written notice 
of such default from any holder of a Note (any such witten notice to be identified as a 
"notice of default" and to refer specifically to this paragraph (d) of Section 11); or 

(e) any representation or warranty made in writing by or on behalf of the Company or bj. any 
officer of the Company in this Agreement or in any writing furnished in connection with 
the transactions contemplated hereby proves to have been false or incorrect in any 
material respect on the date as of which made; or 

(f) (i) the Company or any Subsidiary is in default (as principal or as guarantor or other sure- 
ty) in the payment of any principal of or premium or make-whole amount or interest on 
any Indebtedness that is outstanding in an aggregate principal amount of at least 
$50,000,000 beyond any period of grace provided with respect thereto, or (ii) the 
Company or any Subsidiary is in default in the performance of or compliance u.ith any 
term of any evidence of any Indebtedness in an aggregate outstanding principal amount 
of at least $10,000,000 or of any mortgage, indenture or other agreement relating thereto 
or any other condition exists, and as a consequence of such default or condition such 
Indebtedness has become, or has been declared due and payable before its stated maturity 
or before its regularly scheduled dates of payment, or (iii) as a consequence of the 
occurrence or continuation of any event or condition (other than the passage of time or 
the right of the holder of Indebtedness to convert such Indebtedness into equity interests), 
the Company or any Subsidiary has become obligated to purchase or repay Indebtedness 
before its regular maturity or before its regularly scheduled dates of payment in an 
aggregate outstanding principal amount of at least S 10,000,000; or 

(g) the Company or any Subsidiary (i) is generally not paying, or admits in writing its 
inability to pay, its debts as they become due, (ii) files, or consents by answer or other- 
wise to the filing against it of, a petition for relief or reorganization or arrangement or any 
other petition in bankruptcy, for liquidation or to take advantage of any bankruptcy, 
insolvency, reorganization, moratorium or other similar law of any jurisdiction, 
(iii) makes an assignment for the benefit of its creditors, (iv) consents to the appointment 
of a custodian, receiver, trustee or other officer with similar powers with respect to it or 
with respect to any substantial part of its property, (v) is adjudicated as insolvent or to be 
liquidated, or (vi) takes corporate action for the purpose of any of the foregoing; or 

(h) a court or governmental authority of competent jurisdiction enters an order appointing, 
without consent by the Company or any of its Subsidiaries, a custodian, receiver, trustee 
or other officer with similar powers with respect to it or with respect to any substantial 
part of its property, or constituting an order for relief or approving a petition for relief or 
reorganization or any other petition in bankruptcy or for liquidation or to take advantage 
of any bankruptcy or insolvency law of any jurisdiction, or ordering the dissolution, 
winding-up or liquidation of the Company or any of its Subsidiaries, or any such petition 
shall be filed against the Company or any of its Subsidiaries and such petition shall not be 
dismissed within 60 days; or 
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(i) a final judgment or judgments for the payment of money aggegating in excess of 
$50,000,000 are rendered against one or more of the Company and its Subsidiaries and 
whxh jud_gnents are not, within 60 days after entry thereof. bonded. discharged or stayed 
pending appeal, or are not discharged within 60 days after the expiration of such stay; or 

if (i) any Plan shall fail to satisfy the minimum funding st_andards of ERISA or the Code 
for any plan year or part thereof or a waiver of such standards or extension of any 
amortization period is sought or granted under section 412 of the Code, (i i)  a notice of 
intent to terminate any Plan shall have been or is reasonably expected to be filed ivith the 
PBGC or the PBGC shall have instituted proceedings under ERISA section 4032 to 
terminate or appoint a trustee to administer any Plan or the PBGC shall have notified the 
Company or any ERISA Affiliate that a Plan may become a subject of an!' such 
proceedings, (iii) the aggregate "anrount of uilfriiided beriefit liabilities" (within the 
meaning of section 4001(a)(18) of ERISA) under all Plans, determined in accordance 
with Title IV of ERISA, shall exceed $50,000,000, (iv) the Company or any ERISA 
Affiliate shall have incurred or is reasonably expected to incur any liability pursuant to 
Title I or IV of ERISA or the penalty or excise tax provisions of the Code relating to 
employee benefit plans, (v) the Company or any ERISA Affiliate withdraws from any 
Multiemployer Plan, or (vi) the Company or any Subsidiary establishes or amends any 
employee welfare benefit plan that provides post-employment welfare benefits in a 
manner that would increase the liability of the Company or any Subsidiary thereunder; 
and any such event or events described in clauses (i) through (vi) above, either 
individually or together with any other such event or events, could reasonably be 
expected to have a Material Adverse Effect. 

0) 

As used in Section 1 I Q ) ,  the terms "employee beirefit plan" and "eniplojiee weyare beirefit plari" 
shall have the respective meanings assigned to such terms in Section 3 of ERISA. 

REMEDIES ON DEFAULT, ETC. 

Acceleration. 

If an Event of Default with respect to the Company described in paragraph (g) or (h) of 
Section 11 (other than an Event of Default described in clause (i) of paragraph (g) or 
described in clause (vi) of paragraph(g) by virtue of the fact that such clause 
encompasses clause (i) of paragraph (g)) has occurred, ali the Notes then outstanding 
shall automatically become immediately due and payable. 

If any other Event of Default has occurred and is continuing, the Required Holders may 
at any time at its or their option, by notice or notices to the Company, declare all the 
Notes then outstanding to be immediately due and payable. 

If any Event of Default described in paragraph (a) or (b) of Section 11 has occurred and 
is continuing, any holder or holders of Notes at the time outstanding affected by such 
Event of Default may at any time, at its or their option, by notice or mtices to the 
Company, declare all the Notes held by it or them to be immediately due and payable. 
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Upon any Notes becoming due and payable under this Section 12.1, whether automatically 
or by declaration, such Notes will forthn.ith mature and the entire unpaid principal amount of such 
Notes, plus (x) all accrued and unpaid interest thereon and (y) the Make-Whole Amount determined 
in respect of such principal amount (to the full extent permitted by applicable la\v), shall all be 
immediately due and payable, in each and every case without presentment, demand. protest or 
further notice, all of which are hereby waived. The Company acknowledges, and the parties hereto 
agree, that each holder of a Note has the right to maintain its investment in the Xotes free from 
repayment by the Company (except as herein specifically provided for) and that the pro\rision for 
payment of a Make-Whole Amount by the Company in the event that the Notes are prepaid or are 
accelerated as a result of an Event of Default, is intended to provide compensation for the depriva- 
tion of such right under such circumstances. 

12.2 Other Remedies. 

If any Default or Event of Default has occurred and is continuing, and irrespective of 
whether any Notes have become or have been declared immediately due and payable under Section 
12.1, the holder of any Note at the time outstanding may proceed to protect and enforce the rights of 
such holder by an action at law, suit in equity or other appropriate proceeding, whether for the 
specific performance of any agreement contained herein or in any Note, or for an injunction against 
a violation of any of the terms hereof or thereof, or in aid of the exercise of any power granted 
hereby or thereby or by law or otherwise. 

12.3 Rescission. 

At any time after any Notes have been declared due and payable pursuant to paragraph (b) 
or (c) of Section 12.1, the Required Holders, by written notice to the Company, may rescind and 
annul any such declaration and its consequences if (a) the Company has paid all overdue interest on 
the Notes, all principal of and Make-Whole Amount, if any, on any Notes that are due and payable 
and are unpaid other than by reason of such declaration, and all interest on such overdue principal 
and Make-Whole Amount, if any, and (to the extent permitted by applicable law) any overdue 
interest in respect of the Notes, at the Default Rate, (b) all Events of Default and Defaults, other than 
non-payment of amounts that have become due solely by reason of such declaration, have been 
cured or have been waived pursuant to Section 17, and (c) no jud,oment or decree has been entered 
for the payment of any monies due pursuant hereto or to the Notes. No rescission and annulment 
under t h s  Section 12.3 will extend to or affect any subsequent Event of Default or Default or impair 
any right consequent thereon. 

12.4 No Waivers or Election of Remedies, Expenses, etc. 

No course of dealing and no delay on the part of any holder of any Note in exercising any 
right, power or remedy shall operate as a waiver thereof or otherwise prejudice such holder’s rights, 
powers or remedies. No right, power or remedy conferred by this Agreement or by any Note upon 
any holder thereof shall be exclusive of any other right, power or remedy referred to herein or 
therein or now or hereafter available at law, in equity, by statute or otherwise. Without limiting the 
obligations of the Company under Section 15, the Company will pay to the holder of each Note on 
demand such further amount as shall be sufficient to cover all costs and expenses of such holder 
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incurred in any enforcement or collection under this Section 12, including, nithout limitation, 
reasonable attomeys' fees, expenses and disbursements. 

13. REGISTRATION; EXCHANGE; SUBSTITUTION OF NOTES. 

13.1 Registration of Notes. 

The Company shall keep at The Bank of New York, in New York, h'ew York a register for 
the registration and registration of transfers of Notes. The name and address of each holder of one 
or more Notes, each transfer thereof and the name and address of each transferee of one or more 
Notes shall be registered in such register. Prior to due presentment for registration of transfer, the 
Person in whose name any Note shall be registered shall be deemed and treated as the o\\-ner and 
holder thereof for all purposes hereof, and the Company shall not be affected by any notice or 
knowledge to the contrary. The Company shall give to any holder of a Note that is an Institutional 
Investor promptly upon request therefor, a complete and correct copy of the names and addresses of 
all registered holders of Notes. 

13.2 Transfer and Exchange of Notes. 

Upon surrender of any Note at the corporate trust office of The Bank of New York, 
Attention: Tampa Electric Administrator-Corporate Trust Department, in New York, New York 
for registration of transfer or exchange (and in the case of a surrender for registration of transfer, 
duly endorsed or accompanied by a written instrument of transfer duly executed by the registered 
holder of such Note or his attorney duly authorized in writing and accompanied by the address for 
notices of each transferee of such Note or part thereof), the Company shall execute and deliver, at 
the Company's expense (except as provided below), one or more new Notes (as requested by the 
holder thereof) in exchange therefor, in an aggregate principal amount equal to the unpaid principal 
amount of the surrendered Note. Each such new Note shall be payable to such Person as such 
holder may request and shall be substantially in the form of Exhlbit 1. Each such new Note shall be 
dated and bear interest from the date to which interest shall have been paid on the surrendered Note 
or dated the date of the surrendered Note if no interest shall have been paid thereon. The Company 
may require payment of a sum sufficient to cover any stamp tax or governmental charge imposed in 
respect of any such transfer of Notes. Notes shall not be transferred in denominations of less than 
$100,00O,provided that if necessary to enable the regstration of transfer by a holder of its entire 
holding of Notes, one Note may be in a denomination of less than $ 100,000. Any transferee, by its 
acceptance of a Note regstered in its name (or the name of its nominee), shall be deemed to have 
made the representation set forth in Section 6.2. 

13.3 Replacement of Notes. 

Upon receipt by the Company of evidence reasonably satisfactory to it of the ownership of 
and the loss, theft, destruction or mutilation of any Note (which evidence shall be, in the case of an 
Institutional Investor, notice from such Institutional Investor of such ownership and such loss, theft, 
destruction or mutilation), and (a) in the case of loss, theft or destruction, of indemnity reasonably 
satisfactory to it (provided that if the holder of such Note is, or is a nomiyee for, an original 
Purchaser or another holder of a Note with a minimum net worth of at least $10,000,000 in excess 
of the outstanding principal amount of such Note, such Person's own unsecured agreement of 
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indemnity shall be deemed to be satisfactory), or (b) in the case of mutilation, upon surrender and 
cancellation thereof, the Company at its own expense shall execute and deliver, in lieu thereof. a 
new Note, dated and bearing interest from the date to which interest shall have been paid on such 
lost, stolen, destroyed or mutilated Note or dated the date of such lost, stolen, destroyed or mutilated 
Note if no interest shall have been paid thereon. 

14. PAYMENTS ON NOTES. 

14.1 Place of Payment. 

Subject to Section 14.2, payments of principal, Make-Whole Amount, if any. and interest 
becoming due and payable on the Notes shall be made in New York. New York at the principal 
corporate trust office of The Bank of New York in such jurisdiction. The Company may at any 
time, by notice to each holder of a Note, change the place of payment of the Notes so long as such 
place of payment shall be either the principal office of the Company in such jurisdiction or the 
principal office of a bank or trust company in such jurisdiction. 

14.2 Home Office Payment. 

So long as you or your nominee shall be the holder of any Note, and nohvithstanding 
anythng contained in Section 14.1 or in such Note to the contrary, the Company will pay all sums 
becoming due on such Note for principal, Make-Whole Amount, if any, and interest by the method 
and at the address specified for such purpose below your name in Schedule A, or by such other 
method or at such other address as you shall have fiom time to time specified to the Company in 
writing for such purpose, without the presentation or surrender of such Note or the making of any 
notation thereon, except that upon written request of the Company made concurrently with or 
reasonably promptly after payment or prepayment in full of any Note, you shall surrender such Note 
for cancellation, reasonably promptly after any such request, to the Company at its principal execu- 
tive office or at the place of payment most recently designated by the Company pursuant to Section 
14.1. Prior to any sale or other disposition of any Note held by you or your nominee you will, at 
your election, either endorse thereon the amount of principal paid thereon and the last date to which 
interest has been paid thereon or surrender such Note to the Company in exchange for a new Note 
or Notes pursuant to Section 13.2. The Company will afford the benefits of this Section 14.2 to any 
Institutional Investor that is the direct or indirect transferee of any Note purchased by you under this 
Agreement and that has made the same agreement relating to such Note as you have made in this 
Section 14.2. 

15. EXPENSES, ETC. 

15.1 Transaction Expenses. 

Whether or not the transactions contemplated hereby are consummated, the Company will 
pay all costs and expenses (including reasonable attorneys' fees of a special counsel and, if 
reasonably required, local or other counsel) incurred by you and each Other Purchaser or holder of a 
Note in connection with such transactions and in connection with any amendments, waivers or 
consents under or in respect of t h s  Agreement or the Notes (whether or not such amendment, 
waiver or consent becomes effective), including, without limitation: (a) the costs and expenses 
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incurred in enforcing or defending (or determining whether or how to enforce or defend) any rights 
under t h ~ s  Agreement or the Notes or in responding to any subpoena or other legal process or 
mformal investigative demand issued in connection with t h s  Agreement or the Notes. or by reason 
of being a holder of any Note, and (b) the costs and expenses, including financial adiisors' fees, 
incurred in connection with the insolvency or bankruptcy of the Company or any Subsidiary or in 
connection with any work-out or restructuring of the transactions contemplated hereby and by the 
Notes. The Company will pay, and will save you and each other holder of a Note harmless from. all 
claims in respect of any fees, costs or expenses if any, of brokers and finders (other than those 
retained by you). 

15.2 Survival. 

The obligations of the Company under t h s  Section 15 will survive the payment or transfer 
of any Note, the enforcement, amendment or waiver of any provision of this Agreement or the 
Notes, and the termination of this Agreement. 

16, 
AGREEMENT. 

SURVIVAL OF REPRESENTATIONS AND WARRANTIES; ENTIRE 

All representations and warranties contained herein shall survive the execution and delivery 
of this Agreement and the Notes, the purchase or transfer by you of any Note or portion thereof or 
interest therein and the payment of any Note, and may be relied upon by any subsequent holder of a 
Note, regardless of any investigation made at any time by or on behalf of you or any other holder of 
a Note. All statements contained in any certificate or other instrument delivered by or on behalf of 
the Company pursuant to this Agreement shall be deemed representations and warranties of the 
Company under this Agreement. Subject to the preceding sentence, this Agreement and the Notes 
embody the entire agreement and understanding between you and the Company and supersede all 
prior agreements and understandings relating to the subject matter hereof. 

17. AMENDMENT AND WAIVER. 

17.1 Requirements. 

This Agreement and the Notes may be amended, and the observance of any term hereof or 
of the Notes may be waived (either retroactively or prospectively), with (and only with) the written 
consent of the Company and the Required Holders, except that (a) no amendment or waiver of any 
of the provisions of Section 1,2, 3,4,5,6 or 21 hereof, or any defined term (as it is used therein), 
will be effective as to you unless consented to by you in writing, and (b) no such amendment or 
waiver may, without the written consent of the holder of each Note at the time outstanding affected 
thereby, (i) subject to the provisions of Section 12 relating to acceleration or rescission, change the 
amount or time of any prepayment or payment of principal of, or reduce the rate or change the time 
of payment or method of computation of interest or of the Make-Whole Amount on, the Notes, 
(ii) change the percentage of the principal amount of the Notes the holders of which are required to 
consent to any such amendment or waiver, or (iii) amend any of Sections 8, 1 1 (a), 1 1 (b), 12, 17 or 
20. 
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17.2 Solicitation of Holders of Notes. 

(a) Solicitation. The Company will provide each holder of the Notes (irrespective of the 
amount of Notes then owned by it) with sufficient information, sufficiently far in advance 
of the date a decision is required, to enable such holder to make an informed and 
considered decision with respect to any proposed amendment. waiver or consent in 
respect of any of the provisions hereof or of the Notes. The Company will deliver 
executed or true and correct copies of each amendment, n.aiver or consent effected pur- 
suant to the provisions of this Section 17 to each holder of outstanding Notes promptly 
following the date on which it is executed and delivered by, or receives the consent or ap- 
proval of, the requisite holders of Notes. 

(b) Pavment. The Company will not directly or indirectly pay or cause to be paid any 
remuneration, whether by way of supplemental or additional interest, fee or otherwise, or 
grant any security, to any holder of Kotes as consideration for or as an inducement to the 
entering into by any holder of Notes of any waiver or amendment of any of the terms and 
provisions hereof unless such remuneration is concurrently paid, or security is 
concurrently granted, on the same terms, ratably to each holder of Notes then outstanding 
even if such holder did not consent to such waiver or amendment. 

17.3 Binding Effect, etc. 

Any amendment or waiver consented to as provided in this Section 17 applies equally to all 
holders of Notes and is binding upon them and upon each future holder of any Note and upon the 
Company without regard to whether such Note has been marked to indicate such amendment or 
waiver. No such amendment or waiver will extend to or affect any obligation, covenant, agreement, 
Default or Event of Default not expressly amended or waived or impair any right consequent 
thereon. No course of dealing between the Company and the holder of any Note nor any delay in 
exercising any rights hereunder or under any Note shall operate as a waiver of any rights of any 
holder of such Note. As used herein, the term "this Agreement" and references thereto shall mean 
this Agreement as it may from time to time be amended or supplemented. 

17.4 Notes held by Company, etc. 

Solely for the purpose of determining whether the holders of the requisite percentage of the 
aggregate principal amount of Notes then outstanding approved or consented to any amendment, 
waiver or consent to be given under t h ~ s  Agreement or the Notes, or have directed the taking of any 
action provided herein or in the Notes to be taken upon the direction of the holders of a specified 
percentage of the aggregate principal amount of Notes then outstanding, Notes directly or indirectly 
owned by the Company or any of its Affiliates shall be deemed not to be outstanding. 

18. NOTICES. 

All notices and communications provided for hereunder shall be in writing and sent (a) by 
telecopy if the sender on the same day sends a confirming copy o f  such notice by a recognized 
overnight delivery service (charges prepaid), or (b) by registered or certified mail with retum receipt 
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requested (postage prepaid), or (c) by a recowpized ovemia t  delivery senice (with charges pre- 
paid). Any such notice must be sent: 

(i) if to you or your nominee, to you or it at the address specified for such com- 
munications in Schedule A, or at such other address as you or i t  shall have speci- 
fied to the Company in writing, 

(ii) if to any other holder of any Note, to such holder at such address as such other 
holder shall have specified to the Company in writing, or 

(G) if to the Company, to the Company at its address set forth at the beginning hereof 
to the attention of the Corporate Secretary, or at such other address as the 
Company shall have specified to the holder of each Note in writing. 

Notices under this Section 18 will be deemed given only when actually received. 

19. REPRODUCTION OF DOCUMENTS. 

T h s  Agreement and all documents relating thereto, including, without limitation, 
(a) consents, waivers and modifications that may hereafter be executed, (b) documents received by 
you at the Closing (except the Notes themselves), and (c) financial statements, certificates and other 
information previously or hereafter furnished to you, may be reproduced by you by any 
photographic, photostatic, microfilm, microcard, miniature photographic or other similar process 
and you may destroy any original document so reproduced. The Company agrees and stipulates 
that, to the extent permitted by applicable law, any such reproduction shall be admissible in 
evidence as the original itself in any judicial or administrative proceeding (whether or not the 
original is in existence and whether or not such reproduction was made by you in the regular course 
of business) and any enlargement, facsimile or further reproduction of such reproduction shall 
likewise be admissible in evidence. This Section 19 shall not prohlbit the Company or any other 
holder of Notes from contesting any such reproduction to the same extent that it could contest the 
original, or from introducing evidence to demonstrate the inaccuracy of any such reproduction. 

20. CONFIDENTIAL INFORMATION. 

For the purposes of ths  Section 20, "Confidential Information" means information delivered 
to you by or on behalf of the Company or any Subsidiary in connection with the transactions 
contemplated by or otherwise pursuant to this Agreement that is proprietary in nature and that was 
clearly marked or labeled or otherwise adequately identified when received by you as being 
confidential information of the Company or such Subsidiary, provided that such term does not 
include information that (a) was publicly known or otherwise known to you prior to the time of such 
disclosure, (b) subsequently becomes publicly known through no act or omission by you or any 
person acting on your behalf, (c) otherwise becomes known to you other than through disclosure by 
the Company or any Subsidiary or (d) constitutes financial statements delivered to you under 
Section 7.1 that are otherwise publicly available. You will maintain the confidentiality of such 
Confidential Information in accordance with procedures adopted by you in good faith to protect 
confidential information of third parties delivered to you, provided that you may deliver or disclose 
Confidential Information to (i) your directors, officers, employees, agents, attomeys and affiliates 
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(to the extent such disclosure reasonably relates to the adrmnistration of the investment represented 
by your Notes), (ii) your financial advisors and other professional advisors who agree to hold 
confidential the Confidential Information substantially in accordance with the terms of this Section 
20, (iii) any other holder of any Note, (iv) any Institutional Investor to mhch you sell or offer to sell 
such Note or any part thereof or any participation therein (if such Person has agreed in n-riting prior 
to its receipt of such Confidential Information to be bound by the provisions of this Section 20). 
(v) any Person from which you offer to purchase any security of the Company (if such Person has 
agreed in writing prior to its receipt of such Confidential Information to be bound by the provisions 
of this Section 20), (vi) any federal or state regulatory authority having jurisdiction over you, 
(vi;) the National Association of Insurance Commissioners or any similar organization. or any 
nationally recognized rating agency that requires access to information about your investment port- 
folio or (viii) any other Person to which such delivery or disclosure may be necessary or appropriate 
(w) to effect compliance with any law, rule, regulation or order applicable to you, (x) in response to 
any subpoena or other legal process, (y) in connection with any litigation to which you are a party or 
(z) if an Event of Default has occurred and is continuing, to the extent you may reasonably 
determine such delivery and disclosure to be necessary or appropriate in the enforcement or for the 
protection of the rights and remedies under your Notes or t h s  Agreement. Each holder of a Note, 
by its acceptance of a Note, will be deemed to have agreed to be bound by and to be entitled to the 
benefits of t h s  Section 20 as though it were a party to this Agreement. On reasonable request by 
the Company in connection with the delivery to any holder of a Note of information required to be 
delivered to such holder under t h s  Agreement or requested by such holder (other than a holder that 
is a party to this Agreement or its nominee), such holder will enter into an agreement with the 
Company embodying the provisions of this Section 20. 

21. SUBSTITUTION OF PURCHASER. 

You shall have the right to substitute any one of your Affiliates as the purchaser of the Notes 
that you have agreed to purchase hereunder, by written notice to the Company, which notice shall 
be signed by both you and such Affiliate, shall contain such Affiliate's agreement to be bound by 
this Agreement and shall contain a confirmation by such Affiliate of the accuracy with respect to it 
of the representations set forth in Section 6. Upon receipt of such notice, wherever the word l~vodl 
is used in this Agreement (other than in this Section 21), such word shall be deemed to refer to such 
Affiliate in lieu of you. In the event that such Affiliate is so substituted as a purchaser hereunder 
and such Affiliate thereafter transfers to you all of the Notes then held by such Affiliate, upon 
receipt by the Company of notice of such transfer, wherever the word l'yztl is used in this 
Agreement (other than in this Section 21), such word shall no longer be deemed to refer to such 
Affiliate, but shall refer to you, and you shall have all the rights of an original holder of the Notes 
under this Agreement. 

22. MISCELLANEOUS. 

22.1 Successors and Assigns. 

All covenants and other agreements contained in this Agreement by or on behalf of any of 
the parties hereto bind and inure to the benefit of their respective successors and assigns (including, 
without limitation, any subsequent holder of a Note) whether so expressed or not. 
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22.2 Payments Due on Non-Business Days. 

A n w g  in this Agreement or the Kotes to the contrary notwithstanding. any payment of 
principal of or Make-whole Amount or interest on any Note that is due on a date other than a 
Business Day shall be made on the next succeeding Business Day without including the additional 
days elapsed in the computation of the interest payable on such next succeeding Business Day. 

22.3 Severability. 

Any provision of this Agreement that is prohibited or unenforceable in any jurisdiction shall, 
as to such jurisdiction, be ineffective to the extent of such prohibition or unenforceability Lvithout 
invalidating the remaining provisions hereof, and any such prohibition or unenforceabiliv in an)’ 
jurisdiction shall (to the full extent permitted by law) not invalidate or render unenforceable such 
provision in any other jurisdiction. 

22.4 Construction. 

Each covenant contained herein shall be construed (absent express provision to the contrary) 
as being independent of each other covenant contained herein, so that compliance with any one 
covenant shall not (absent such an express contrary provision) be deemed to excuse compliance 
with any other covenant. Where any provision herein refers to action to be taken by any Person, or 
which such Person is prohibited from taking, such provision shall be applicable whether such action 
is taken directly or indirectly by such Person. 

22.5 Counterparts. 

This Agreement may be executed in any number of counterparts, each of which shall be an 
original but all of which together shall constitute one instrument. Each counterpart may consist of a 
number of copies hereof, each signed by less than all, but together signed by all, of the parties 
hereto. 

22.6 Governing Law. 

This Agreement shall be construed and enforced in accordance with, and the rights of the 
parties shall be governed by, the law of the State of New York excluding choice-of-law principles of 
the law of such State that would require the application of the laws of a jurisdiction other than such 
State. 

22.7 Jurisdiction 

With respect to any suit, action or proceedings relating to this -4greement (Proceedings), the 
Company irrevocably: 

(a) submits to the non-exclusive jurisdiction of the Supreme Court of the State of New York 
sitting in the Borough of Manhattan and of the United States District Court for the 
Southern District of Nzw York, and any appellate court therefrom; and 
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(b) waives any objection which it  may have at an!. time to the laying of venue of an?. 
Proceedings brought in any such court, waives any claim that such Proceedings ha\.e 
been brought in an inconvenient forum and further Ljraives the right to object. Lvith respect 
to such Proceedings, that such court does not have any jurisdiction over the Companl.. 

Nothing in thrs Agreement precludes any holder of a Note from bringing Proceedings in an!. 
other jurisdiction, nor will the bringing of Proceedings by the holder of a Kote in any one or 
more jurisdictions preclude the bringing of Proceedings by such holder in any other jurisdiction. 
The Company hereby agrees that a final jud,gnent in any such Proceedings shall be conclusive 
and may be enforced in other jurisdictions otherwise having jurisdiction over the Company by 
suit on such final judgment or in any other manner provided by lau.. 

* * * * *  
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If you are in agreement with the foregoing, please sign the fomi of agreement on the 
accompanying counterpart of t h s  Agreement and return it to the Company. \+.hereupon the 
foregoing shall become a binding agreement between you and the Company. 

Very truly yours, 

TAMPA ELECTRIC C O M P A ”  

By: /s/ Sandra Yi7. Callahan 
Title: Treasurer and Assistant Secretary 

h’ore Pirrciinse Agreeitie/it Sigrioritre Pnge 



The foregoing is hereby 
agreed to as of the 
date thereof. 

AMERICAN GENERAL LIFE INSURAIICE COMPANY 

By: AIG Global Investment Corp., investment advisor 

By: i s /  John H e w  Pollock 
Name: John Henry Pollock 
Title: Vice President 

Note Pirrciinse Ag~eeriierii Signniirre Pnge 
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The foregoing is hereby 
agreed to as of the 
date thereof. 

AMERICAN INTERNATIONAL LIFE ASSURANCE COMPA\R OF hEb’ YORK 

By: AIG Global Investment Corp., investment advisor 

By i s /  John H e m  Pollock 
Name: John Henry Pollock 
Title: Vice President 

Xbte Pirrchnse .?greenletit Sgrinr/rrc Pngc 
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The foregoing is hereby 
agreed to as of the 
date thereof, 

THE VARIABLE AWKJITY LIFE INSUTWVCE COMPANY 

By: AIG Global Investment Corp., investment advisor 

By / s i  John H e m  Pollock 
Name: John Henry Pollock 
Title: Vice President 



The foregoing is hereby 
agreed to as of the 
date thereof. 

TEACHERS INSURANCE A?D ANNKJITY ASSOCIATIOX OF AMERIC.4 

By is' Marietta Moshiashvili 
Name: Marietta Moshiaslivili 
Title: Associate Director 



The foregoing is hereby 
agreed to as of the 
date thereof. 

TL4A-CREF LIFE I N S W C E  COMPANY 
By: Teachers Insurance and Annuity Association of America, as Investment Manager 

By /SI Marietta Moshashvili 
Name: Marietta Moshiashvili 
Title: Associate Director 

.Vole Pirrchnse Agreerrlertr Sigrinrzrre Pnge 

49; 



The foregoing is hereby 
agreed to as of the 
date thereof. 

JEFFERSON-PILOT LIFE I N S L W C E  COMPANY 

By / s i  James E. McDonald. Jr. 
Name: James E. McDonald, Jr. 
Title: Vice President 
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The foregoing is hereby 
agreed to as of the 
date thereof. 

JEFFERSON P L O T  FINANCIAL INSURANCE COMPANY 

By is/ James E. McDonald, Jr. 
Name: James E. McDonald. Jr. 
Title: Vice President 

Nore Pirrciinse Agreemetif Sigltnrlrre Pnge 
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The foregoing is hereby 
agreed to as of the 
date thereof. 

NEW YORK L E E  I " C E  COMF.4NY 

By i s /  Grant H. Davis 
Name: Grant H. Davis 
Title: Investment Vice President 



The foregoing is hereby 
agreed to as of the 
date thereof. 

NEW YORK LIFE INSURANCE AN9 AhWUITY CORPORATION 
By: New York Life Investment Management LLC, Its Investment Manager 

By Is/ Grant H. Davis 
Name: Grant H. Davis 
Title: Director 

.Vo/e Piirciinse Agreenienr Sigmritre Pnge 
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The foregoing is hereby 
agreed to as of the 
date thereof. 

NEW YOFX LIFE INSURAIVCE AND A h W l T Y  CORPORATION 
IhTSTITUTIONALLY OWNED LIFE INSURANCE SEPARATE ACCOLXT 
By: New York Life Investment Management LLC, Its Investment Manager 

By Is/ Grant H. Davis 
Name: Grant H. Davis 
Title: Director 



The foregoing is hereby 
agreed to as of the 
date thereof. 

METROPOLITAV LIFE lNSURPLNCE COMPANY 

By /s/ Timothy L. Powell 
Name: Timothy L. Powell 
Title: Director 



The foregoing is hereby 
agreed to as of the 
date thereof. 

JOmT HANCOCK LIFE INSURANCE C O M P A W  

By /s/ John C.S. Anderson 
Name: John C.S. Anderson 
Title: Managing Director 

,Vote Piirclinsc .4greeiiie17/ Sigi7niirr.e Pnge 
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The foregoing is hereby 
agreed to as of the 
date thereof. 

JOHN HANCOCK VARIABLE LIFE ~ T S U R A l l C E  C O M P A W  

By i s /  John C.S. Anderson 
Name: John C.S. Anderson 
Title: Authorizing Signatory 

h'ore Purciiose .4greenierit Sigiintiire Pnge 
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SCHEDULE -4 

INFORMATIOK RELATING TO PURCH-ASER 

Name and Address of Purchaser 
Principal Aniount of 

Xotes to be Purchased 

AMERICAN GENERAL LIFE INSURBLNCE COMPANY S25.000.000 

(1) All payments by wire transfer 
of immediately available 
funds, with sufficient mformation 
to identify the source and 
application of such funds, to: 

ABA# 01 1000028 
State Street Bank and Trust Company 
Boston, MA 02101 
Re: American General Life Insurance Company 

OBI = PPN # and description of payment 
Fund Number PA 40 

PJC: 0125-880-5 

(2) All notices of payments and 
written confirmations of such 
wire transfers: 

American General Life Insurance Company and PA 40 
c/o State Street Bank Corporation 
Insurance Services 
801 Pennsylvania 
Kansas City, MO 64105 
Fax: (816) 691-3619 

(3) All other communications and duplicate payment notices to: 

American General Life Insurance Company and PA 40 
c/o AIG Global Investment Corporation 
Attn: Private Placement Department, A36-04 
P.O. Box 3247 
Houston, Texas 77253-3247 

Ovemight Mail Address: 
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2929 Allen Parkway, A36-03 
Houston, TX 77019-2155 
Fax: (713) 831-1072 

With copy to: 

AIG Global Investment Corporation 
Legal Department - Investment Mana, oement 
2929 Allen Parkway, Suite -436-01 
Houston, TX 77019-2155 
Fax: (713) 831-2328 

(4) Tax I.D. Number: 25-0598210 

(5) Physical Delivery Instructions: 

DTC I New York Window 
55 Water Street 
New Y ork, N.Y. 1004 1 
Attention: Robert Mendez 
Account: State Street 
Fund Name: AMERICAN GENERAL LIFE INSURANCE COMPAlhT 
Fund Number: PA 40 

Depositary Trust Company Instructions: 

DTC Participant # 0997 
Agent Bank ID # 20997 
Institution ID # 39456 
Fund Name: AMERICAN GENERAL LIFE I " C E  COMPANY 
Fund Number: PA 40 
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SCHEDULE A 

INFORICIATIOK RELATIXG TO PURCHASER 

Name and Address of Purchaser 
Principal .hiount of 

Notes to be Purchased 

AMERICAN INTERNATIONAL LIFE ASSLR4NCE COMPANT 
OF NEW Y ORIS 

s 10.000.000 

(1) All payments by wire transfer 
of immediately available 
funds, with sufficient information 
to identify the source and 
application of such funds, to: 

ABA# 01 10012341 BOS SAFE DEPO 
Federal Reserve Bank of Boston 
Boston, MA 
DDA # 169064 
Cost Center 1 178 
Account Name: AI LIFE ASSURANCE COMPANY OF NEW YOFX 
Account Number: AGFLNYOO12 
OBI=PPN # and description of payment 
P $  , I $  

(2) All notices of payments and 
written confirmations of such 
wire transfers: 

AIG Global Investment Group 
ATTN: Jennifer Lee / Kathleen Cosgrove 
160 Water Street, 15th Floor 
New Y ork, NY 1003 8 
Tel: 212-820-4899 / 4913 
F a :  212-820-4925 

(3) All other communications and duplicate payment notices to: 

American Intemational Life Assurance Company of New York 
cio AIG Global Investment Corporation 
Attn: Private Placement Department, A36-04 
P.O. Box 3247 
Houston, Texas 77253-3247 
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Overnight Mail Address: 

2929 Allen Parkway, A36-04 
Houston, TX 7701 9-2 15 5 
Fax: (713) 831-1072 

With copy to: 

AIG Global Investment Corporation 
Legal Department - Investment Management 
2929 Allen Parkway, Suite A36-01 
Houston, TX 77019-2155 
Fax (713) 831-2328 

(4) Tax I.D. Number: 13-6101875 

(5) Physical Delivery Instructions: 

Mellon Bank 
Mellon Bank Securities Trust 
120 Broadway - 13th Floor 
New York, NY 10271 
Attn: Sue Klein 
Account Name: AI LIFE ASSURANCE COMPANY OF NEW Y O N  
Account Number: AGFLNYOO 12 

Depositary T m  t Company Instruct ions : 

Depository Trust Company (DTC) Instructions: 
DTC Participation # 0954 
Agent Bank ID # 26017 
Institution ID # 30012 
Account Name: AI LIFE A S S W C E  COMPANY OF NEW YORK 
Account Number: AGIFLNYOO 12 
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SCHEDULE A 

INFOFtMATIOlV RELATING TO PURCHASER 

Name and Address of Purchaser 
Principal Amount of 

Kotes to be Purchased 

THE VARIABLE ANNUITY LIFE h ' S b W C E  COMPAW S24.000.000 

(1) All payments by wire transfer 
of immediately available 
funds, with sufficient information 
to identify the source and 
application of such hnds,  to: 

ABA # 01 1000028 
State Street Bank and Trust Company 
Boston, MA 02101 
Re: The Variable Annuity Life Insurance Company 

OBI = PPN # and description of payment 
Fund Number PA 54 

N C :  0125-821-9 

(2) All notices of payments and 
written confirmations of such 
wire transfers: 

The Variable Annuity Life Insurance Company and PA 54 
c/o State Street Bank Corporation 
Insurance Services 
801 Pennsylvania 
Kansas City, MO 64 105 
Fax: (816) 691-3619 

(3) All other communications and duplicate padyment notices to: 

The Variable Annuity Life Insurance Company and PA 54 
c/o AIG Global Investment Corporation 
Attn: Private Placement Department, A36-04 
P.O. Box 3247 
Houston, Texas 77253-3247 

Overnight Mail Address: 
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2929 Allen Parkway, A36-04 
Houston, Texas 7701 9-2 155 
Fax: (713) 831-1072 

With copy to: 

AIG Global Investments Corporation 
Legal Department - Investment Management 
2929 Allen Parkway, Suite A36-01 
Houston, TX 77019-2155 
Fax: (713) 831-2328 

(4) Tax I.D. Number: 74-1625348 

( 5 )  Physical Delivery Instructions: 

DTC I New York Window 
55 Water Street 
New York, N.Y. 10041 
Attention: Robert Mendez 
Account: State Street 
Fund Name: THE VARIABLE A W T Y  LIFE INSURANCE COMPAW 
Fund Number: PA 54: 

Depository Trust Company (DTC) Instructions: 

DTC Participant # 0997 
Agent Bank ID # 20997 
Institution ID # 39456 
Fund Name: THE VARIABLE ANNUITY LIFE INSURANCE COMPANY 
Fund Number: PA 54 
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SCHEDULE A 

INFOFWATION RELATING TO PURCHASER 

Name and Address of Purchaser 

TEACHERS INSURANCE AND ANNUITY ASSOCIATION 
OF AMERICA 

Principal Amount of 
Notes to be Purchased 

S 63.000.000 

(1) All payments by wire transfer 
of immediately available 
finds, with sufficient information 
to identify the source and 
application of such funds, to: 

Chase Manhattan Bank 
ABA#02 100002 1 
New York, New York 
For deposit to the account of 
Teachers Insurance and Annuity Association of America 
Account No. 900-9-000200 
For Further Credit to TIAA Account Number: GO7040 
Reference: PPN #/Issuer/Mat. DateKOupon Rate/P&I Breakdown 

(2) All notices of payments and 
written confirmations of such 
wire transfers: 

Contemporaneous with the electronic funds transfer, mail or fax the following information 
setting forth: (1) the full name, private placement number, interest rate and maturity date of 
the Notes, (2) the allocation of payment between principal, interest, premium and any 
special payment; and (3) the name and address of Bank (or Trustee) from which such 
transfer was sent, to: 

Teachers Insurance and Annuity Association of America 
730 Thrd  Ave. 
New York, New York 10017 
Attn: Securities Accounting Division 
Telephone: (2 12) 9 16-6004 
Telecopy No. (212) 916-6955 

With a copy to: 
Teachers Insurance and Annuity Association of America 

NY 198838 

60 



730 Third Ave. 
New York, New York 10017 
Attn: Marietta Moshashvili 

Telephone: (212) 916-4530 
Telecopy No. (2 12) 9 1 6-690 1 

Securities Division-Private Placements 

(3) All other communications and duplicate payment notices to: 

Teachers Insurance and Annuity Association of America 
730 Third Ave. 
New York, New York 100 17 
Attn: Securities Division, Private Placements 
Telecopy No. (212) 490-9000 

(4) Tax ID NO. 13-1624203 
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SCHEDULE A 

IIVFORRlATION RELATING TO PURCHASER 

Name and Address of Purchaser 
Principal Amount of 

h'otes to be Purchased 

TIAA-CREF LIFE NSURANCE COMPANY s2.000.000 

(1) All payments by wire transfer 
of immediately available 
funds, with sufficient information 
to identify the source and 
application of such funds, to: 

Chase Manhattan Bank 
ABA#02 100002 1 
New York, New York 
For deposit to the account of: 
TIAA-CWF Life Insurance Company 
Account No. 900-9-000200 
For Further Credit to Account Number: GO8956 
Account Name: TC Life Insurance-Private Placements 
Reference: PPN #/Issuer/Mat. Date/Coupon Rate/P&I Breakdown 

(2) All notices of payments and 
written confirmations of such 
wire transfers: 

Contemporaneous with the electronic funds transfer, mail or fax the following information 
setting forth: (1) the full name, private placement number, interest rate and maturity date of 
the Notes, ( 2 )  the allocation of payment between principal, interest, premium and any 
special payment; and (3) the name and address of Bank (or Trustee) from which such 
transfer was sent, to: 

TIAA-CREF Life Insurance Company 
c/o Teachers Insurance and Annuity Association of America 
730 Third Ave. 
New York, New York 100 17 
Attn: Securities Accounting Division 
Telephone: (2 12) 9 16-6004 
Telecopy No. (212) 916-6955 
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With a copy to: 
T M - C R E F  Life Insurance Company 
c/o Teachers Insurance and Annuity Association of America 
730 Thud Ave. 
New York, New York 10017 
Attn: Marietta Moshiashvili 

Telephone: (212) 916-4530 
Telecopy No. (212) 916-6901 

Securities Division-Private Placements 

(3) All other communications and duplicate payment notices to: 

TIAA-CREF Life Insurance Company 
c/o Teachers Insurance and Annuity Association of America 
730 Third Ave. 
New York, New York 1001 7 
Attn: Securities Division, Private Placements 
Telecopy No. (212) 490-9000 

(4) Tax ID NO. 13-391 7848 
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SCHEDULE A 

INFOJ3MATIOK RELATING TO PURCHASER 

Name and Address of Purchaser 
Principal Amount of 

Notes to be Purchased 

JEFFERSON-PILOT LIFE INSURANCE COMPANY s 10,000.000 

(1) All payments by wire transfer of immediately available fbnds, to: 

Jefferson-Pilot Life Insurance Company 
c/o The Bank of New York 
ABA 021000018 BNF: IOC566 
Custody Account 186 100 
Attention: P&I Department 

Such wire transfer shall identify the issue to which the 
payment relates and shall identify the amount of principal 
interest and premium. 

(2) All notices to: 

Jefferson-Pilot Life Insurance Company 
Post Office Box 20407 
Greensboro, North Carolina 27420 
Attention: Securities Administration 
FAX: (336) 691-3025 

For hand delivery: 

100 North Greene Street 
Greensboro, North Carolina 27401 
Attention: Securities Administration 

(3) All bank correspondence to:: 

Jefferson-Pilot Life Insurance Company 
c/o The Bank of New York 
Attention: P&I Department 
Post Office Box 19266 
Newark, New Jersey 07195 
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With copy to Purchaser at address for all notices above. 

(4) Tax I.D. Number: 56-0359860 

(5) Physical Delivery Instructions: 

Bank of New York 
One Wall Street 
3'd Floor Window A 
For Jefferson-Pilot Life Account k 186 100 
New York, New York 10286 

With copy to Purchaser at address for all notices above. 
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SCHEDULE A 

INFORMATIOII' RELATING TO PURCHriSER 

Name and Address of Purchaser 
Principal Amount of 

Notes to be Purchased 

JEFFERSON PILOT FINANCIAL D " C E  COMPANY s 10.000.000 

(1) All payments by wire transfer of immediately available funds, to: 

Jefferson Pilot Financial Insurance Company 
c/o The Bank of New York 
ABA 021000018 BNF: IOC566 
FURTHER CREDIT ACCT 060352 
Attention: P&I Department 

Such wire transfer shall identify the issue to which the 
payment relates and shall identify the amount of principal 
interest and premium. 

(2) All notices to: 

Jefferson Pilot Financial Insurance Company 
Post Office Box 20407 
Greensboro, North Carolina 27420 
Attention: Securities Administration 
FAX: (336) 691-3025 

For hand delivery: 

100 North Greene Street 
Greensboro, North Carolina 27401 
Attention: Securities Administration 

(3) All bank correspondence to:: 

Jefferson Pilot Financial Insurance Company 
c/o The Bank of New York 
Attention: P&I Department 
Post Office Box 19266 
Newark, New Jersey 07195 
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With copy to Purchaser at address for all notices above. 

(4) Tax I.D. Number: 62-0395665 

(5) Physical Delivery Instructions: 

Bank of New York 
One Wall Street 
3'd Floor Window A 
For Jefferson Pilot Financial Account 060352 
New York, New York 10286 

With copy to Purchaser at address for all notices abo1re. 

NY198838 

67 



SCHEDULE A 

INFORMATIOK RELATING TO PURCHASER 

Principal Amount of 
Name and Address of Purchaser Notes to be Purchased 

NEW Y O N  LIFE I " C E  COMPANY S25.500.000 

(1) All payments by wire transfer 
of immediately available 
funds to: 

Chase Manhattan Bank 
New York, New York 10019 

Credit: New York Life Insurance Company 
General Account No. 008-9-00687 

ABA NO. 02 1-000-02 1 

with sufficient information (including issuer, PPN number, interest rate, maturity and 
whether payment is of principal, premium, or interest) to identify the source and application 
of such finds. 

(2) All notices of payments and 
written confirmations of such 
wire transfers: 

New York Life Insurance Company 
c/o New York Life Investment Management LLC 
51 Madison Avenue 
New York, New York 100 10- 1603 

Attention: Financial Management and Operations Group 
Securities Operations 
2nd Floor 
Fax #: (212) 447-4160 

(3) All other co"ications to: 

New York Life Insurance Company 
c/o New York Life Investment Management LLC 
5 1 Madison Avenue 
New York, New York 10010 
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Attention: Securities Investment Group 
Private Finance 
2qd Floor 
Fax #: (212) 447-4122 

With a copy of any notices regarding defaults or Events of Default under the operative 
documents to: 

New York Life Insurance Company 
c/o New York Life Investment Management LLC 
5 1 Madison Avenue 
New York, New York 1001 0 

Attention: Office of General Counsel 
Investment Section, Room 1 107 
Fax #: (212) 576-8340 

(4) Tax I.D. Number: 13-5582869 
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SCHEDULE A 

INFOFWATIOK RELATING TO PURCHASER 

Name and Address of Purchaser 
Principal Amount of 

Notes to be Purchased 

NEW YORK LIFE INSURANCE AND ANNUITY CORPORATION s 8 .ooo,ooo 

(1) All payments by wire transfer 
of immediately available 
funds to: 

Chase Manhattan Bank 
New York, New York 10019 

Credit: New York Life Insurance and Annuity Corporation 
General Account No. 323-8-47382 

ABA NO. 021-000-021 

with sufficient mformation (including issuer, PPN number, interest rate, maturity and 
whether payment is of principal, premium, or interest) to identi@ the source and application 
of such h d s .  

(2) All notices of payments and 
written confirmations of such 
wire transfers: 

New York Life Insurance and Annuity Corporation 
c/o New York Life Investment Management LLC 
5 1 Madison Avenue 
New York, New York 100 10- 1603 

Attention: Financial Management and Operations Group 
Securities Operations 
2nd Floor 
Fax #: (212) 447-4160 

(3) All other communications to: 

New York Life Insurance and Annuity Corporation 
c/o New York Life Investment Management LLC 
5 1 Madison Avenue 
New York, New York 100 10- 1603 
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Attention: Securities Investment Group 
Private Finance 
2nd Floor 
Fax #: (212) 447-4122 

With a copy of any notices regarding defaults or Events of Default under the operati\’e 
documents to: 

New York Life Insurance Company 
c/o New York Life Investment Management LLC 
5 1 Madison Avenue 
New York, New York 10010 

Attention: Office of General Counsel 
Investment Section, Room 1 107 
Fax #: (212) 576-8340 

(4) Tax I.D. Number: 13-3044743 
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SCHEDULE A 

INFORM.4TION RELATING TO PURCHASER 

Name and Address of Purchaser 
Principal Amount of 

Notes to be Purchased 

NEW Y O N  LIFE INSURANCE AND ANNUITY CORPOR4TION 
INSTITUTIONALLY OWNED LIFE INSURANCE SEPARATE .4CCOL%T 

S500.000 

(1) All payments by wire transfer 
of immediately available 
funds to: 

Chase Manhattan Bank 
New York, New York 10019 

Credit: NYLIAC SEPARATE BOLI 3 BROAD FIXED 
General Account No. 323-8-39002 

ABA NO. 02 1-000-02 1 

with sufficient information (including issuer, PPN number. interest rate, maturity and 
whether payment is of principal, premium, or interest) to identify the source and application 
of such h d s .  

( 2 )  All notices of payments and 
written confirmations of such 
wire transfers: 

New York Life Insurance and Annuity Corporation 
Institutionally Owned Life Insurance Separate Account 
c/o New York Life Investment Management LLC 
5 1 Madison Avenue 
New Y ork, New Y ork 100 10- 1603 

Attention: Financial Management and Operations Group 
Securities Operations 
2nd Floor 
Fax #: (212) 447-4160 

(3) All other communications to: 

New York Life Insurance and Annuity Corporation 
Institutionally Owned Life Insurance Separate Account 
c/o New York Life Investment Management LLC 
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5 1 Madison Avenue 
New York, New York 1001 0- 1603 

Attention: Securities Investment Group 
Private Finance 
2nd Floor 
Fax #: (212) 447-4122 

With a copy of any notices regarding defaults or Events of Default under the operati1.e 
documents to: 

New York Life Insurance Company 
c/o New York Life Investment Management LLC 
5 1 Madison Avenue 
New York, New York 10010 

Attention: Office of General Counsel 
Investment Section, Room 1 107 
Fax #: (212) 576-8340 

(4) Tax I.D. Number: 13-3044743 
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SCHEDULE A 

INFORMATIOK RELATING TO PURCHASER 

Name and Address of Purchaser 
Principal Amount of 

Kotes to be Purchased 

METROPOLITAN LIFE INSURANCE COMPAW s39.000.000 

(1) All payments by wire transfer 
of immediately available 
funds to: 

JPMorgan Chase Bank 
ABA No. 02 1-000-02 1 
Account NO.: 002-2-410591 
Account Name: 
Ref: 

Metropolitan Life Insurance Company 
Tampa Electric Company Senior Unsecured Notes due 4/10/16 

with sufficient information to identify the source and application of such funds, including 
issuer, PPN#, interest rate, maturity and whether payment is of principal, interest, make 
whole amount or otherwise. 

For all payments other than scheduled payments of principal and interest, the Company shall 
seek instructions f7om the holder, and in the absence of instructions to the contrary, will 
make such payments to the account and in the manner set forth above. 

( 2 )  All notices and communications to: 

Metropolitan Life Insurance Company 
Investments, Private Placements 
10 Park Avenue 
Momstown, New Jersey 07962- 1902 
Attention: Director 
Facsimile (973) 355-4250 

With a copy other than with respect to deliveries of financial statements to: 

Metropolitan Life Insurance Company 
10 Park Avenue 
Momstown, New Jersey 07962- 1902 
Attention: Chief Counsel-Securities Investments (PRIV) 
Facsimile (973) 355-4338 
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(3) Tax I.D. Number: 13-5581829 

(4) Physical Delivery Instructions: 

Metropolitan Life Insurance Company 
Securities Investments, Law Department 
10 Park Avenue 
Monistown, New Jersey 07962- 1902 
Attention: Sandip Khosla, Esq. 
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SCHEDULE A 

INFORMATION RELATING TO PURCHASER 

Name and Address of Purchaser 
Principal Amount of 

Notes to be Purchased 

JOHN HANCOCK LIFE IhTSURANCE COMpAh?’ S 19,500,000 

(1) All payments by wire transfer 
of immediately available 
funds to: 

Fleet Boston 
ABA No. 01 1000390 
Boston, Massachusetts 021 10 
Account of: John Hancock Life Insurance Co. Private Placement Collection Acct. 
Account Number: 541-55417 
On Order of: Tampa Electric Company, 875127 B# 8 
Full Name, interest rate and maturiy date of Notes or other obligations 

Wire Deadline: 12 noon, Boston time 

All payments on account of the Notes or other obligations in accordance with the provisions 
thereof shall be made by bank wire or transfer of immediately available hnds  for credit by 
12 noon, Boston time. 

(2) All notices and communications regarding scheduled payments, unscheduled prepayments 
and notice of maturity to: 

John Hancock Life Insurance Company 
200 Clarendon Street 
Boston, MA 02 1 17 
Attn: Investment Accounting Division, B-3 
Fax: (617) 572-0628 

And 

John Hancock Life Insurance Company 
200 Clarendon Street 
Boston, MA 02 1 17 
Attn: H. PaganisK. Boyce, T-57 
Fax: (617) 572-5495 
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Include: 

(a) full name, interest rate and maturity date of the Notes or other obligations 
(b) allocation of payment between principal and interest and any special pajment 
(c) name and address of Bank (or Trustee) from n.hlch the Mire transfer \vas sent 

(3) All notices and communications regarding financial statements and certificates of compliance 
with financial covenants to: 

John Hancock Life Insurance Company 
200 Clarendon Street 
Boston, MA 02 1 17 
Attn: Bond and Corporate Finance Group, T-57 
Fax: (617) 572-1605 

(4) All notices and communications regarding change in Issuer's name, address or principal 
place of business, change of location of collateral or copy of legal opinions to: 

John Hancock Life Insurance Company 
200 Clarendon Street 
Boston, MA 021 17 
Attn: Investment Law Division, T-30 
Fax: (617) 572-9269 

(5) Tax I.D. Number: 04-1414660 

(6) Physical Delivery Instructions: 

All securities are to be sent for receipt the day after the closing to: 

John Hancock Life Insurance Company 
200 Clarendon Street, T-30 
Boston, MA 021 17 
Attn: General Counsel 

(7) Promptly after the closing (but no later than one week thereafter), one ( 1 )  fully executed 
original counterparty of the principal agreement (Note Purchase Agreement, Participation 
Agreement, etc.) and promptly after the closing (but no later than 2 months thereafter), one 
set of original closing documents and 5 sets of bound, conformed copies of the principal 
operative documents are to be sent to: 

John Hancock Life Insurance Company 
200 Clarendon Street 
Boston, MA 02 1 17 
Attn: Investment Law Paralegal, Unit, T-30 
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SCHEDULE A 

INFORMATIOK RELATING TO PURCHASER 

Principal Amount of 
Name and Address of Purchaser Notes to be Purchased 

JOHN HANCOCK VARIAl3LE LIFE INSURANCE COMPANY $4,500.000 

(1) All payments by wire transfer 
of immediately available 
funds to: 

Fleet Boston 
ABA No. 01 1000390 
Boston, Massachusetts 02 1 10 
Account of: John Hancock Life Insurance Co. Private Placement Collection Acct. 
Account Number: 541-55417 
On Order of: Tampa Electric Company, 875127 B# 8 
Full Name, interest rate and maturity date of Notes or other obligations 

Wire Deadline: 12 noon, Boston time 

All payments on account of the Notes or other obligations in accordance with the provisions 
thereof shall be made by bank wire or transfer of immediately available funds for credit by 
12 noon, Boston time. 

(2) All notices and communications regarding scheduled payments, unscheduled prepayments 
and notice of maturity to: 

John Hancock Variable Life Insurance Company 
200 Clarendon Street 
Boston, MA 021 17 
Attn: Investment Accounting Division, B-3 
Fax: (617) 572-0628 

And 

John Hancock Life Insurance Company 
200 Clarendon Street 
Boston, MA 02 1 17 
Attn: H. PaganisK. Boyce, T-57 
Fax: (617) 572-5495 
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Include: 

(a) full name, interest rate and maturity date of the Notes or other obligations 
(b) allocation of payment between principal and interest and an\' special payment 
(c) name and address of Bank (or Trustee) fiom whch the wire transfer was sent 

(3) All notices and communications regarding financial statements and certificates of compliance 
with financial covenants to: 

John Hancock Life Insurance Company 
200 Clarendon Street 
Boston, MA 02 1 17 
Attn: Bond and Corporate Finance Group, T-57 
Fax: (617) 572-1605 

(4) All notices and communications regarding change in Issuer's name, address or principal 
place of business, change of location of collateral or copy of legal opinions to: 

John Hancock Life Insurance Company 
200 Clarendon Street 
Boston, MA 02 1 17 
Attn: Investment Law Division, T-30 
Fax: (617) 572-9269 

(5) Tax I.D. Number: 04-2664016 

(6) Physical Delivery Instructions: 

All securities are to be sent for receipt the day after the closing to: 

John Hancock Life Insurance Company 
200 Clarendon Street, T-30 
Boston, MA 021 17 
Attn: General Counsel 

( 7 )  Promptly after the closing (but no later than one week thereafter), one ( 1 )  filly executed 
original counterparty of the principal agreement (Note Purchase Agreement, Participation 
Agreement, etc.) and promptly after the closing (but no later than 2 months thereafter), one 
set of original closing documents and 5 sets of bound, conformed copies of the principal 
operative documents are to be sent to: 

John Hancock Life Insurance Company 
200 Clarendon Street 
Boston, MA 02 I 17 
Attn: Investment Law Paralegal, Unit, T-30 
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SCHEDULE B 
DEFINED TERMS 

As used herein, the following terms have the respective meanings set forth below or set forth 
in the Section hereof following such term: 

''Affiliatett means, at any time. and with respect to any Person. (a) any other Person that 
at such time directly or indirectly through one or more intermediaries Controls, or is 
Controlled by, or is under common Control Lvith, such first Person, and (b) any Person 
beneficially owning or holding, directly or indirectly, 10% or more of any class of voting or 
equity interests of the Company or any Subsidiary or any corporation of \\.hich the Company 
and its Subsidiaries beneficially own or hold. in the aggregate, directly or indirectly, 1090 or 
more of any class of voting or equity interests. As used in this definition, "Conn.oZ" means 
the possession, directly or indirectly, of the power to direct or cause the direction of the man- 
agement and policies of a Person, whether through the ownership of voting securities, by 
contract or otherwise. Unless the context otherwise clearly requires, any reference to an 
"Affiliate" is a reference to an Affiliate of the Company. 

"Applicable Rate" means 6.25% per annum, provided that if, and so long as, either the 
rating of S&P shall fall below BBB- or of Moody's shall fall below Baa3 with respect to the 
Company's long-term unsecured indebtedness, then "Applicable Rate" shall mean 7.50%. 

"Business Day" means any day other than a Saturday, a Sunday or a day on which 
commercial banks in New York City are required or authorized to be closed. 

"Capital Lease" means, at any time, a lease with respect to which the lessee is required 
concurrently to recognize the acquisition of an asset and the incurrence of a liability in 
accordance with GAAP. 

"Capitalized Lease Obligations" means, as to any Person, all rental obligations as lessee 
which, under G W ,  are or will be required to be capitalized on the books of such Person, in 
each case taken at the amount thereof accounted for as indebtedness in accordance with 
GAAP. 

llCapitalizationll means, as to the Company, the sum of Total Debt and Consolidated 
Shareholders Equity, in each case, as of the date of any determination thereof. 

"Closing" is defined in Section 3. 

''Code" means the Intemal Revenue Code of 1986, as amended from time to time, and the 
rules and regulations promulgated thereunder from time to time. 

"Company" means Tampa Electric Company, a Florida corporation, or any successor 
thereto that shall have become such in the manner prescribed in Section 10.2. 

"Confidential Information" is defined in Section 20. 
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"Consolidated Shareholders Equity" means, as of the date of any determination, the 
consolidated tangible net worth of the Company and its Subsidiaries, and including amounts 
attributable to (a) junior subordinated debentures, provided that such junior subordinated 
debentures have subordination and deferral features substantially similar to those in the 
TECO Subordinated Debentures; and (b) preferred stock to the extent excluded from Total 
Debt, minus the value of minority interests in any of Company's subsidiaries, and 
disregarding unearned compensation associated with Company's employee stock onnership 
plan or other benefit plans, foreign currency translation adjustments and other comprehensive 
income adjustments, all determined in accordance with GAAP. 

"Contingent Obligation" means, as to any Person, any obligation of such Person 
guaranteeing any Indebtedness or lease obligation (each a "primary obligation") of any other 
Person (the "primary obligor") in any manner, whether directly or indirectly, including any 
obligation of such Person, whether or not contingent, (a) to purchase any such primary 
obligation or any property constituting direct or indirect security therefor, (b) to advance or 
supply funds (i) for the purchase or payment of any such primary obligation or (ii) to maintain 
worlung capital or equity capital of the primary obligor or otherwise to maintain the net worth or 
solvency of the primary obligor or (c) otherwise to assure or hold harmless the holder of such 
primary obligation against loss in respect thereof; provided, however, that the term Contingent 
Obligation shall not include endorsements of instruments for deposit or collection in the 
ordinary course of business. The amount of any Contingent Obligation shall be deemed to be 
the maximum probable liability in respect thereof (assuming such Person is required to perform 
thereunder) as determined in good faith by Borrower in accordance with GAAP. 

"Default" means an event or condition the occurrence or existence of which would, with 
the lapse of time or the giving of notice or both, become an Event of Default. 

"Default Rate" means that rate of interest that is 2% per annum above the Applicable 
Rate. 

"Environmental Laws" means any and all Federal, state, local, and foreign statutes, laws, 
regulations, ordinances, rules, judgments, orders, decrees, permits, concessions, grants, 
franchises, licenses, agreements or governmental restrictions relating to pollution and the 
protection of the environment or the release of any materials into the environment, including 
but not limited to those related to hazardous substances or wastes, air emissions and dis- 
charges to waste or public systems. 

"ERISA" means the Employee Retirement Income Security Act of 1974, as amended 
from time to time, and the rules and regulations promulgated thereunder from time to time in 
effect. 

"ERISA Affiliate" means any trade or business (whether or not incorporated) that is 
treated as a single employer together with the Company under section 414 of the Code. 

"Event oflnefauW is defined in Section 11. 

"Exchange Act' means the Securities Exchange Act of 1934, as amended. 
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"First Mortgage Bonds" means the first mortgage bonds of the Company issued under an 
Indenture of Mortgage dated as of August 1 , 1946 as supplemented and amended. 

"GAAP'' means generally accepted accounting principles as in effect from time to time 
in the United States of America. 

"Governmental Authority" means (a) the government of (i) the United States of 
America or any State or other political subdivision thereof, or (ii) any jurisdiction in 
which the Company or any Subsidiary conducts all or any part of its business, or Nvhich 
asserts jurisdiction over any properties of the Company or any Subsidiary, or (b) any entity 
exercising executive, legislative, judicial, regulatory or administrative functions of, or 
pertaining to, any such government (including the Florida Public Service Commission and any 
successor thereto). 

"Guaranty" means, with respect to any Person, any obligation (except the endorsement 
in the ordinary course of business of negotiable instruments for deposit or collection) of such 
Person guaranteeing or in effect guaranteeing any indebtedness, dividend or other obligation 
of any other Person in any manner, whether directly or indirectly, including (without 
limitation) obligations incurred through an agreement, contingent or otherwise, by such 
Person: 

(a) to purchase such indebtedness or obligation or any property constituting security 
therefor; 

(b) to advance or supply funds (i) for the purchase or payment of such indebtedness 
or obligation, or (ii) to maintain any working capital or other balance sheet condition or any 
income statement condition of any other Person or otherwise to advance or make available 
funds for the purchase or payment of such indebtedness or obligation; 

(c) to lease properties or to purchase properties or services primarily for the purpose 
of assuring the owner of such indebtedness or obligation of the ability of any other Person to 
make payment of the indebtedness or obligation; or 

(d) otherwise to assure the owner of such indebtedness or obligation against loss in 
respect thereof. 

In any computation of the indebtedness or other liabilities of the obligor under any 
Guaranty, the indebtedness or other obligations that are the subject of such Guaranty shall be 
assumed to be direct obligations of such obligor. 

"Hazardous Maieriaf" means any and all pollutants, toxic or hazardous wastes or any 
other substances that might pose a hazard to health or safety, the removal of which may be 
required or the generation, manufacture, refining, production, processing, treatment, storage, 
handling, transportation, transfer, use, disposal, release, discharge, spillage, seepage, or 
filtration of which is or shall be restricted, prohibited cr penalized by any applicable law 
(including, without limitation, asbestos, urea formaldehyde foam insulation and 
polychlorinated biphenyls). 
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"Hedge Transactions" means transactions under any interest swap agreements. caps. 
collars or other interest rate hedging mechanisms. 

"holder" means, with respect to any Note. the Person in whose name such Note is 
registered in the register maintained by the Company pursuant to Section 13.1. 

"Indebtedness" with respect to any Person means, at any time, without duplication, (a) all 
indebtedness of such Person for borrowed money, (b) the deferred purchase price of assets or 
services which in accordance with GAAP would be shown on the liabiliv side of the balance 
sheet of such Person, (c) the face amount of all letters of credit issued for the account of such 
Person (other than letters of credit issued to secure a financial obligation of such Person to 
the extent such obligation is not outstanding at the time) and all unreimbursed drafts drawn 
thereunder, (d) all Indebtedness of another Person secured by any Lien on any property 
owned by such Person, whether or not such Indebtedness has been assumed by such Person, 
(e) all Capitalized Lease Obligations of such Person, ( f )  all obligations of such Person under 
any subscription or similar agreement, (g) the discounted present value of all obligations of 
such Person (other than the Borrower) payable under agreements for the payment of a 
specified purchase price for the purchase and resale of power whether or not delivered or 
accepted, Le., take-or-pay and similar obligations, (h) any unfunded or underfunded 
obligation subject to the minimum fimding standards of Section 412 of the Code of such 
Person to any "employee pension benefit plan" (as defined in Section 3(2) of ERISA) 
maintained at any time, or contributed to, by such Person or any other Person which is under 
common control (within the meaning of Section 414(b) or (c) of the Code) with such Person, 
(i) all Contingent Obligations of such Person and (j) all obligations of such Person in respect 
of Hedge Transactions; provided, however, that Indebtedness shall specifically exclude 
accounts payable arising in the ordinary course of business. 

"Institutional Investor" means (a) any original purchaser of a Note, (b) any holder of a 
Note holding more than 5% of the aggregate principal amount of the Notes then outstanding, 
and (c) any bank, trust company, savings and loan association or other financial institution, 
any pension plan, any investment company, any insurance company, any broker or dealer, or 
any other similar financial institution or entity, regardless of legal form. 

"Interest Payment Date" means (i) each April 15 and October 15, of each calendar year 
commencing on October 15, 2003 and (ii) the Maturity Date, or, in each such case, if such 
day is not a Business Day, then the next succeeding Business Day. 

"Lien" means, with respect to any Person, any mortgage, lien, pledge, charge, security 
interest or other encumbrance, or any interest or title of any vendor, lessor, lender or other 
secured party to or of such Person under any conditional sale or other title retention 
agreement or Capital Lease, upon or with respect to any property or asset of such Person 
(including in the case of stock, stockholder agreements, voting trust agreements and all 
similar arrangements). 

"Make- Whole Amount" is defined in Section 8.6. 
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"MateriaZ" means material in relation to the business, operations. affairs, financial con- 
dition, assets, properties, or prospects of the Company and its Subsidiaries taken as a Lvhole. 

"Material Adverse Effect" means a material adverse effect on (a) the business. 
operations, affairs, financial condition, assets or properties of the Company and its Subsid- 
iaries taken as a whole, or (b) the ability of the Company to perform its obligations under this 
Agreement and the Notes, or (c) the validity or enforceability of this Agreement or the Notes. 

"Maturity Date" means April 1 1, 20 16. 

"Memorandum" is defined in Section 5.3. 

"Moody's" means Moody's Investor Service, Inc. or any successor thereto. 

"Multiemployer Plan" means any Plan that is a "multiemployer plan" (as such term is 
defined in section 4001(a)(3) of ERISA). 

"Nun-Recourse Indebtedness" means Indebtedness which is not an obligation of, and is 
otherwise without recourse to, the assets or revenues of the Company or any Subsidiary of 
the Company. 

"Notes" is defined in Section 1. 

"Officer's Certijkate" means a certificate of a Senior Financial Officer or of any other 
officer of the Company whose responsibilities extend to the subject matter of such certificate. 

"Other Agreements" is defined in Section 2. 

"Other Purchasers" is defined in Section 2. 

"PBGC' means the Pension Benefit Guaranty Corporation referred to and defined in 
ERISA or any successor thereto. 

"Person" means an individual, partnership, corporation, limited liability company, 
association, trust, unincorporated organization, or a government or agency or political 
subdivision thereof. 

"Plan" means an "employee benefit plan" (as defined in section 3(3) of ERISA) that is or, 
within the preceding five years, has been established or maintained, or to which contributions 
are or, within the preceding five years, have been made or required to be made, by the 
Company or any ERISA Affiliate or with respect to which the Company or any ERISA 
Affiliate may have any liability. 

"Preferred Stock" means any class of capital stock of a corporation that is preferred over 
any other class of capital stock of such corporation as to the payment of dividends or the 
payment of any amount upon liquidation 07 dissolutim of such corporation. 
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"property" or "properties" means, unless otherwise specifically limited, real or personal 
property of any lund, tangible or intangible, choate or inchoate. 

"PTE1 means a Prohibited Transaction Exemption issued by the Department of Labor. 

"QPAM Exemption" means Prohibited Transaction Class Exemption 83-1 3 issued by the 
United States Department of Labor. 

"Redeemable Preferred Stock" means, with respect to the Preferred Stock of an!' Person. 
each share of such Persons' Preferred Stock that is: 

(a) redeemable, payable or required to be purchased or othenvise retired or 
extinguished, or convertible into Indebtedness of such Person (i) at a fixed or determinable 
date, whether by operation of sinking fund or otherwise, (ii) at the option of any Person other 
than such Person, or (iii) upon the occurrence of a condition not solely within the control of 
such Person; or 

(b) convertible into other Redeemable Preferred Stock. 

"Required Holders" means, at any time, the holders of at least 5 1% in principal amount 
of the Notes at the time outstanding (exclusive of Notes then owned by the Company or any 
of its Affiliates). 

"Responsible Officer" means any Senior Financial Officer and any other officer of the 
Company with responsibility for the administration of the relevant portion of this agreement. 

"S&P" means Standard and Poor's Rating Services, a division of the McGraw-Hill 
Companies, Inc., or any successor thereto. 

"Securities Act'' means the Securities Act of 1933, as amended from time to time. 

"Senior Financial Officer" means the chief financial officer, principal accounting 
officer, treasurer or comptroller of the Company. 

"Subsidiary" means, as to any Person, any corporation, association or other business 
entity in which such Person or one or more of its Subsidiaries or such Person and one or 
more of its Subsidiaries owns sufficient equity or voting interests to enable it or them (as a 
group) ordinarily, in the absence of contingencies, to elect a majority of the directors (or 
Persons performing similar functions) of such entity, and any partnership or joint venture if 
more than a 50% interest in the profits or capital thereof is owned by such Person or one or 
more of its Subsidiaries or such Person and one or more of its Subsidiaries (unless such part- 
nership or joint venture can and does ordinarily take major business actions without the prior 
approval of such Person or one or more of its Subsidiaries). Unless the context otherwise 
clearly requires, any reference to a "Subsidiary" is a reference to a Subsidiary of the 
Company. 

"TECO" means TECO Energy, Inc., a Florida corporation. 
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"TECO Subordinated Debentures" means the 8.50% Junior Subordinate Notes due 20.1 1, 
issued by TECO on December 20, 2000, in the original principal amount of S206 ,~OO.OOO.  

"Total Debt" means, without duplication, Indebtedness of the Company and its 
Subsidiaries determined on a consolidated basis outstanding at the date of any determination 
thereof, but expressly excluding (a) Non-Recourse Indebtedness of the Company and its 
Subsidiaries, and (b)junior subordinated debentures issued by the Company and its 
Subsidiaries, provided that such junior subordinated debentures have subordination and 
deferral features substantially similar to those in the TECO Subordinated Debentures, and 
(c) preferred stock of Company and its Subsidiaries in an amount not to exceed loo/; of the 
Company's Capitalization on such date. 

'I Wholly-Owned Subsidiary" means, at any time, any Subsidiary one hundred percent 
(100%) of all of the equity interests (except directors' qualifying shares) and voting interests 
of which are owned by any one or more of the Company and the Company's other Wholly- 
Owned Subsidiaries at such time. 
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SCHEDULE 4.9 

CHANGES IN CORPOR4TE STRUCTURE 

None. 
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SCHEDULE 5.3 

DISCLOSURE M.4TERIALS 

None. 
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SCHEDULE 5.4 

SUBSIDIARIES OF THE COMPANY -4” OWNERSHIP OF SUBSIDIARY STOCK 

Officers and Directors 
Tampa Electric Company 

Directors 
D. Ausley 
S. L. Baldwin 
R. D. Fagan 
J. L. Ferman, Jr. 
L. Guinot, Jr. 
I. D. Hall 
S. W. Hudson 
T. L. Rankin 
W. D. Rockford 
W. P. Sovey 
J.  T. Touchton 
J. A. Urquhart 
J. 0. Welch, Jr. 

Officers 
R. D. Fagan 

J. B. Rami1 
W. N. Cantrell 
G. L. Gillette 
P. L. Bamnger 

C. E. Childress 
W. W. Hopkins 
S. W. Callahan 
S. M. McDevitt 
D. E. Schwartz 
S. A. Myers 

Director 
Director 
Director 
Director 
Director 
Director 
Director 
Director 
Director 
Director 
Director 
Director 
Director 

Chairman of the Board and Chief Executive Officer 

President 
President-Peoples Gas System 
Senior Vice President-Finance and Chief Financial Officer 
Vice President-Controller (Principal Accounting Officer) 

Vice President-Human Resources 
Vice President-Corporate Communications 
Treasurer and Assistant Secretary 
General Counsel 
Secretary 
Tax Officer 

and Assistant Secretary 

Tampa Electric Division Officers 
C. R. Black 

M. N. Dominguez 
T. L. Hernandez 
H. W. Smith 
W. T. Whale 

Vice President-Energy Supply, Engineering and 
Construction 
Vice President-Chief Information Officer 
Vice President-Energy Delivery 
Vice President-Energy Supply, Trading and Services 
Vice President-Energy Supply, Operations 
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K. M. Mincey Assistant Vice President-Information Technolog>, 

NAMEMEADQUARTER’ S 
MAILING ADDRESS 

TERMCO, Inc. 

PeoDles Gas System Division Officers 
W. N. Cantrell President 
M. J. Pennino Vice President-Operations 
F. J. Sivard Vice President-.4ccounting and Regulatory 

I 

Florida I 100 

JLRI S D I C T I ON 1 PERCENTAGEOMWED ~ 

i 

Subsidiaries of the Company 

I 
I Power Engineering & 1 Construction, ~ n c .  

702 N. Franklin Street 
Tampa, FL 33602 

1 
Florida 100 

by Tampa Electric Company 

702 N. Franklin Street 
Tampa, FL 33602 I by Tampa Electric Company 

I 
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SCHEDULE 5.5 

FIN AN C I AL STATE ME NT S 

The Company’s consolidated financial statements for the three fiscal years ended December 3 1. 
2002 audited by PricewaterhouseCoopers, LLP contained in the Tampa Electric Company and 
TECO Energy, Inc. combined Annual Report on Form 10-K filed with the Securities and 
Exchange Commission, beginning on page 104 of such report. 
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SCHEDULE 5.8 

C E RT AI Pi LIT I G .4T I 0 Iv 

None. 
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SCHEDULE 5.1 1 

PATENTS, ETC. 

None. 
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SCHEDULE 5.12 

ERISA PLAh OBLIGATIONS 

The post retirement net benefit obligation for the Company and its subsidiaries is described in 
Footnote H to the audited financial statements for the year ended December 3 1. 2002. The 
annual payments associated with other postretirement benefit obligations of the CompanJr and its 
Subsidiaries are not Material. The Company has the right to terminate or modify the plans in 
whole or in part at any time. 
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SCHEDULE 5.15 

EXISTING INDEBTEDNESS itUD LIENS 

(a) Existing Unsecured Indebtedness 

Tampa Electric Company 

(nzillions) 
Unsecured Indebtedness outstaitding as of Dec. 31, 2002 

Tampa Electric 
Installment contracts payable (1): 

5.1% Refunding bonds (effective rate of 5.78%) (2) 
5.5% Refunding bonds (effective rate of 6.35%) ( 2 )  

Notes: 6.875% (effective rate of 6.98%) (3) 
Notes: 6.375% (effective rate of 7.34%) (3) 
Notes: 5.375% (effective rate of 5.58%) (3) 

Peoples Gas System 
Senior Notes (4) 

10.35% (5) 
10.33% (6) 
10.3% (7) 
9.93% (8) 
8.0% (9) 

Notes: 6.875% (effective rate of 6.98%) (3) 
Notes: 6.375% (effective rate of 7.34%) (3) 
Notes: 5.375% (effective rate of 5.58%) (3) 

An1 O l l l t f  

Due Oirtstandiiig 

10’1/2013 s 60.7 
1 o/ 1 i’2023 86.3 
6/15/20 12 210.0 
811 5i2012 330.0 
8/15/2007 125.0 

812.1 

7/2/2007 
7/2/2008 
7/2/2009 
7/2/20 10 
7/2/20 1 2 

6/15/2012 
811 5,12012 
8/18/2007 

4.2 
5.6 
7.2 
7.4 

25.4 
40.0 
70.0 
25.0 

Long-term debt 
184.8 

5 996.9 

Short-term debt 
Commercial paper (1 0) 5 10.5 

Other 
Letters of credit 5 0.9 

1) Tax exempt securities. 

2) Proceeds of these bonds were used to refund bonds with interest rates of 5.75%-8%. 

3) These notes are subject to redemption in whole or in part, at any time, at the option of the 
company. 
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4) These long-term debt agreements contain yanous restrictive covenants, including pro\.isions 
related to interest coverage, maximum levels of debt to total capitalization and limitations 
on dividends. 

5) Required prepayment of $0.8 million annually due July 2.2003, July 2,2004. July 2.2005. 
July 2, 2006 and $1.0 million July 2, 2007. 

6) Required prepayment of $0.8 million due July 2.2003, July 2,2004. and S1 .O million 
annually July 2, 2005, July 2, 2006. July 2, 2007, July 2, 2008. 

7) Required prepayment of S0.8 million due July 2,2003, July 2.2003. July 2. 2005 , and S1.0 
million annually July 2,2006, July 2, 2007, July 2,2008 and Sl .8  million July 3, 2009. 

8) Required prepayment of $0.8 million due July 2, 2003, July 2, 2004. Jul)! 2, 2005 , and S 1 .O 
million annually July 2,2006, July 2, 2007, July 2,2008, July 2, 2009, July 2,201 0. 

9) Required prepayment of $2.1 million due July 2, 2003, July 2, 2004, July 2, 2005, July 2 ,  
2006, July 2, 2007, and $2.7 million annually July 2, 2008, July 2. 2009, July 2, 2010, 
and $3.4 million annually July 2,201 1, July 2,2012. 

10) The Company has an undrawn bank credit facility of $300 million with a maturity date of 
November 2003. On April 8,2003 the Company’s commercial paper balance was S138.5 
million. 

(b) Existing Secured Indebtedness / Liens 

Substantially all of the property, plant and equipment of electric division of the Company is 
pledged as collateral to secure its first mortgage bonds, issued under the Indenture of Mortgage 
dated as of August 1, 1946, as supplemented and amended. 

The installment contracts payable identified below are secured by the equipment and other 
project assets financed or refinanced with the proceeds of such installment contracts: 

(millions) 
Sectired Indebtedness outstanding as of Dec. 31, 2002 

Tampa Electric 
First mortgage bonds (issuable in series): 

7.75% (effective rate of 7.96%) (1) 
6.125% (effective rate of 6.61%) 

6.25% Refunding bonds (effective rate of 6.8 1 %) (4) 
5.85% (effective rate of 5.88%) 
4% for 2002 (effective rate of 4.21%) and variable rate of 1.45% 
for 2001 (2) (5) 
4% for 2002 (effective rate of 4.16%) and variable rate of 1.47% 
for 2001 ( 2 )  (5) 
4.25% for 2002 (effective rate of 4.43%) and variable rate of 

Installment contracts payable (3): 
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Amourit 
Due Outstanding 

11/1/2022 9 75.0 
511 I2003 75 .O 

12/1/2034 86.0 
1 211 12030 75.0 

91 1 I2025 51.6 

5/15/2018 54.2 
11/1/2020 
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(millions) 
Secured Indebtedness outstanding as of Dec. 31, 2002 

Long-term debt 
1.52% for 2001 ( 2 )  (5) 

.4 I?I otm t 
Due Oirtstandiug 

20.0 
S 436.S 

1) Required Sinlung Fund Payments of $0.8 million are due by October 3 1 of each year. -411 
such sinking fund payments may be satisfied b), the substitution of property in lieu of cash 
payments . 

2) Composite year-end interest rate. 

3) Tax exempt securities. 

4) Proceeds of these bonds were used to refimd bonds Lvith an interest rate of 9.9% in February 
1995. For accounting purposes, interest expense has been recorded using a blended rate 
of 6.52% on the original and refunding bonds, consistent Lvith regulatory treatment. 

5) The interest rate on these bonds was fixed for a five-year term on Aug. 5 ,  2002. 
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EXHIBIT I 

FORM OF NOTE 

TAMPA ELECTNC COMPAhT 

6.25% SENIOR NOTE DUE APRIL 1 1.20 16 

No. [ 3 u 
PPN: 875 127 B#S 

FOR VALUE RECEIVED, the undersigned, TAMPA ELECTRIC COMPANY 
(herein called the "Company"), a corporation organized and existing under the laws of the State of 
Florida, hereby promises to pay to [ 3,  or registered assigns, the principal sum of [ 
] DOLLARS (or so much thereof as shall not have been prepaid) on April 11,2016, with interest 
(computed on the basis of a 360-day year of twelve 30-day months) (a) on the unpaid balance 
thereof at the Applicable Rate (as defined in the Note Purchase Agreements referred to below), 
payable semiannually, on the 15th day of April and October in each year and on the Maturity Date 
(as defined in the Note Purchase Agreements referred to below), commencing with the 1 5'h day of 
October next succeeding the date hereof, until the principal hereof shall have become due and 
payable, and (b) to the extent permitted by law, on any overdue payment (including any overdue 
prepayment) of principal, any overdue payment of interest and any overdue payment of any Make- 
Whole Amount (as defined in the Note Purchase Agreements referred to below), payable as afore- 
said (or, at the option of the registered holder hereof, on demand), at a rate per annum from time to 
time equal to the Default Rate (as defined in the Note Purchase Agreements referred to below). 

Payments of principal of, interest on and any Make-Whole Amount with respect to 
thus Note are to be made in lawful money of the United States of America at the principal corporate 
trust office of The Bank of New York in New York, New York or at such other place as the 
Company shall have designated by written notice to the holder of this Note as provided in the Note 
Purchase Agreements referred to below. 

This Note is one of a series of Senior Notes (herein called the "Notes") issued 
pursuant to separate Note Purchase Agreements, dated as of April 11,2003 (as from time to time 
amended, the "Note Purchase Agreements"), between the Company and the respective Purchasers 
named therein and is entitled to the benefits thereof. Each holder of this Note will be deemed, by its 
acceptance hereof, (i) to have agreed to the confidentiality provisions set forth in Section 20 of the 
Note Purchase Agreements and (ii) to have made the representation set forth in Section 6.2 of the 
Note Purchase Agreements. 

This Note is a registered Note and, as provided in the Note Purchase Agreements, 
upon surrender of thls Note for registration of transfer, duly endorsed, or accompanied by a written 
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instrument of transfer duly executed. by the registered holder hereof or such holder's attorney duly 
authorized in writing, a new Note for a hke principal amount will be issued to, and registered in the 
name of, the transferee. Prior to due presentment for registration of transfer. the Company ma\* treat 
the person in whose name t h s  Note is registered as the ov,ner hereof for the purpose of receiLing 
payment and for all other purposes, and the Company will not be affected by any notice to the 
contrary. 

The Company will make required prepayments of principal on the dates and in the 
amounts specified in the Note Purchase Agreements. This Note is also subject to optional pre- 
payment, in whole or from time to time in part, at the times and on the terms specified in the Note 
Purchase Agreements, but not otherwise. 

If an Event of Default, as defined in the Note Purchase Agreements, occurs and is 
continuing, the principal of this Note may be declared or otherwise become due and payable in the 
manner, at the price (including any applicable Make-Whole Amount) and with the effect provided 
in the Note Purchase Agreements. 
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This Note shall be construed and enforced in accordance u-ith the l ans  of the State 
of New York. 

TAMPA ELECTRIC COW.k\T 

By 
Title: 
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€);HIBIT 3. l (a )  

FORicl OF OPINION OF SPECL4L COLXSEL 
TO THE COW.4hT 
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EXHIBIT 4.4(h) 

FORM OF O P N O N  OF SPECIAL COL'NSEL 
TO THE PURCHASERS 



L 

P~LMER+DODGE LLP 
1 1  I H U N T I N G T O N  AVENUE AT PRUDENTIAL CENTER 

BOSTON. MA 0 2  199-76 I3 

April 11,2003 

To the Purchasers Named on 
the Attached Schedule I 

Re: 6.25% Senior Notes Due April 11,2016 of Tampa Electric Company 

Ladies and Gentlemen: 

We are hmishing this opinion to you pursuant to Section 4.4 of the Note Purchase 
Agreements (the “Purchase Agreements”) dated April 11,2003, between Tampa Electric 
Company (the “Company”) and you, as a purchaser (the “Purchaser”), relating to the sale by the 
Company of $250,000,000 aggregate principal amount of its 6.25% Senior Notes due April 11, 
2016 (the “Notes”). Capitalized terms not otherwise defined in this opinion have the meanings 
assigned to them in the Purchase Agreement. 

We have examined the Notes and the Purchase Agreements (together, the “Transaction 
Documents”). We have also examined such other documents and certificates as we consider 
necessary to render this opinion. As to various questions of fact material to our opinion, we have 
relied upon the representations made in or pursuant to the Purchase Agreements and upon 
certificates and other inquiries of officers of the Company. We are also relying upon the 
certificates of public officials. We have assumed the genuineness of all signatures, the 
authenticity of all documents submitted to us as originals and the conformity to original 
documents of all documents submitted to us as copies. 

Our opinion in paragraph 2 below is subject to bankruptcy, insolvency, fraudulent 
conveyance, reorganization, moratorium and similar laws of general applicability relating to or 
affecting creditors’ rights and remedies and to general equity principles (whether considered in a 
proceeding in equity or at law). We express no opinion with respect to any provision of the 
Transaction Documents to the extent that such provision purports to exculpate any person 
thereby or grants rights of indemnification which may violate public policy, and insofar as 
enforceability of such provision may be limited under state securities laws. 

In giving this opinion, we have relied as to matters of Florida law on the opinion of 
Sheila M. McDevitt, Senior Vice President - General Counsel to the Company, being delivered 
to you today. We have examined such opinion, and in our opinion both you and we are justified 
in relying thereon. 

The opinions rendered herein are limited to the laws of the Commonwealth of 
Massachusetts, the federal laws of the United States and, insofar as we have relied upon the 
foregoing opinion of Sheila M. McDevitt, the law of the State of Florida. For purposes of our 
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opinion as to the enforceability of the Transaction Documents, we are rendering such opinion as 
though the laws of Massachusetts govemed, notwithstanding the recitations in such instruments 
that the laws of another jurisdiction govem. 

References in this opinion to matters known to us mean the actual knowledge of the 
lawyers in this firm responsible for preparing this opinion and who were primarily responsible 
for the representation of the Company in connection with the Transaction Documents and the 
transaction contemplated thereby after consultation with such other lawyers in the firm and 
review of such documents in our possession as they considered appropriate. 

Based on the foregoing, we are of opinion that: 

The Company has been duly incorporated and is a validly existing corporation in good 1. 
standing under the laws of the State of Florida and has corporate power and authority to issue 
and to sell the Notes and to enter into and perform its obligations under the Transaction 
Documents. 

2. 
Company, and such Transaction Documents constitute its valid and binding obligations 
enforceable against it in accordance with their terms. 

The Transaction Documents have been duly authorized, executed and delivered by the 

3. 
order or decree of, any court or governmental agency or body (including the Florida Public 
Service Commission) is necessary or required in connection with the due authorization, 
execution and delivery of the Purchase Agreements, for the offering, issuance, sale or delivery of 
the Notes by the Company or the performance by the Company of its obligations under the 
Transaction Documents, except such as have been obtained or made, or may be required under 
state securities laws as to which we express no opinion and assuming the accuracy of the 
Purchaser's representations set forth in Section 6 of the Purchase Agreement with respect to any 
resale of the Notes in conformity with such representations. 

No filing, registration, or qualification with, or authorization, approval, consent, license, 

4. The execution and delivery by the Company of the Transaction Documents and the 
Performance by the Company of its obligations under the Transaction Documents do not and will 
not ( i )  violate, constitute a breach of, or default under or require any prepayment of any 
indebtedness pursuant to the terms of any agreement or instrument that is listed as an exhibit to 
the Company's Form IO-K for the year ended December 3 1,2002 or any of the Company's 
Foms 8-K filed'thereafter but on or prior to the date hereof, or (ii) violate (x) the charter or by- 
laws of the Company, (y) any applicable federal law, statute, rule or regulation (including, 
without limitation, Regulations T, U or X of the Board of Governors of the Federal Reserve 
System), or (z) any judgmmt, order, arbitral award, writ or decree known to us of any 
government, government instrumentality, court or arbitral proceeding. 
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5. 
defined in the I "en t  Company Act of 1940, as amended. The Company and its 
Subsidiaries are exempt from regulation under the Public Utility Holding Company Act of 1935, 
as amended, except for Section 9(a) thereto relating to the acquisition of securities of other 
public utility companies. 

Neither the Company nor any Subsidiary is an "investment company" as such term is 

6. 
pending or overtly threatened in writing that questions the validity of the Transaction 
Documents. 

To our knowledge, no action, suit or proceeding to which the Company is a party is 

7. It is not necessary in connection with the offer, sale and delivery of the Notes by the 
Company to the Purchasers pursuant to the Purchase Agreements to register the Notes under the 
Securities Act or to qualify an indenture in respect thereof under the Trust Indenture Act of 1939, 
as amended, assuming the accuracy of the Purchaser's representations set forth in Section 6 of 
the Purchase Agreement including with respect to the resale of the Notes in conformity with such 
represent ati om. 

At the request of our client, this opinion is furnished to you in connection with the 
transaction described above and may not be relied on without our prior written consent for any 
other purpose or by anyone else except that permitted purchasers of the Notes, the Securities 
Valuation Office of the National Association of Insurance Commissioners (or any successor to 
the duties thereof) or any other governmental authority that regulates the holders of the Notes 
may rely on this opinion for any purpose. 

Very truly yoiirs, ~ 

/ _  

d 
PALMER & DODGE LLP 
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American General Life Insurance Company 

American International Life Assurance Company of New York 

ne Variable Annuity Life Insurance Company 

Teachers Insurance and Annuity Association of America 

TW-CREF Life Insurance Company 

Jefferson-Pilot Life Insurance Company 

Jefferson Pilot Financial Insurance Company 

New York Life Insurance Company 

New York Life Insurance and Annuity Corporation 

New York Life Insurance and Annuity Corporation 
Institutionally Owned Life Insurance Separate Account 

Metropolitan Life Insurance Company 

John Hancock Life Insurance Company 

John Hancock Variable Life Insurance Company 
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TAMPA ELECTRIC 

To the Purchasers Named 
on the Attached Schedule I 

Ladies and Gentlemen: 

April 11,2003 

As General Counsel of Tampa Electric Company, a Florida corporation (the 
q&npany”), I have acted as counsel to the Company in connection with the sale by the 
Company of $250,000,000 aggregate principal amount of its 6.25% Senior Notes due April 11, 
2016 (the “Notes”). This opinion is being delivered pursuant to Section 4.4 of the Purchase 
Agreements (the “Purchase Agreements”) dated April 11, 2003 (together with the Notes, the . 
“Transaction Documents”), among the Company, and you, as a purchaser of the Notes (the 
“Purchaser”). 

In my examination I have assumed the genuineness of all signatures (other than 
signatures made on behalf of the Company), including endorsements, the legal capacity of 
natural persons, the authenticity of all documents submitted to me as originals, the conformity to 
original documents of all documents submitted to me as certified or photostatic copies and the 
authenticity of the originals of such copies. As to facts material to this opinion which I did not 
independently establish or verify, I have relied upon statements and representations of officers of 
the Company and other representatives and public officials. Also, with your approval, I have 
relied as to certain legal matters on advice of other lawyers employed by the Company who are 
more familiar with such matters. 

In rendering the opinions set forth herein, I, or attorneys under my supervision, have 
examined and relied on originals or copies of the Transaction Documents and have also 
examined the governing documents and corporate records, agreements, certificates of public 
officials, orders, writs, judbments, awards, and decrees that affect or purport to affect the 
Company and such other documents and matters of law as I have deemed necessary or 
appropriate as a basis for the opinions set forth below. 

Capitalized terms not otherwise defined in this opinion have the meanings assigned to 
them in the Purchase Agreements. When used in this opinion, the phrase “to the best of my 
knowledge” or equivalent words with respect to a matter means that nothing has come to my 
attention in the course of my representation of the Company which would lead me to question 
such matter but that, except as expressly stated, I have not made any special investigation with 
respect thereto. 

I am a member of The Florida Bar, and I express no opinion as to the laws of any 
jurisdiction other than the applicable laws of the State of Florida. 

E L E C T R I C  C O M P A N Y  ’’ 0. BOX 1 1 I TAMPA,  F L  33601-01 1 1 

4t‘4 EQUAL O P P O R T U N I T Y  C O M P A N Y  
h ~ p  : //w WW.TA M PA EL E CTR I c . c o M 

I81 3) 2 2 8 - 4 1  1 1  

C U S T O M E R  S ERVl  CE: 
H I L L S B D R O U G H  C O U N T Y  ( 8 1  31 2 2 3 - 0 8 0 0  

O U T S I D E  H I L L S B O R O U G H  C O U N T Y . 1  18881 2 2 3 - 0 8 0 0  
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I express no opinion with respect to any provision of the Transaction Documents to the 
extent that such provision purports to exculpate any person thereby or grants rights of 
indemnification which may violate public policy, and insofar as enforceability of such provision 
may be limited under state securities laws. 

Based upon and subject to the foregoing and subject to the limitations, qualifications, 
exceptions and assumptions set forth herein, I am of the opinion that: 

1. The Company has been duly incorporated and is a validly existing corporation in 
good standing under the laws of the State of Florida and has corporate power and authority to 
issue and to sell the Notes and to enter into and perform its obligations under the Transaction 
Documents. 

2. 
by the Company. 

The Transaction Documents have been duly authorized, executed and delivered 

3. No filing with, or authorization, approval, consent, license, order, registration, 
qualification or decree of any governmental authority (including the Florida Public Service 
Commission) is necessary or required in connection with the due authorization, execution or 
delivery of the Transaction Documents by the Company or the performance by the Company of 
its obligations under the Transaction Documents, except such as have been already obtained or 
made and except as may be required under such state securities laws as to which I express no 
opinion. 

4. The execution and delivery by the Company of the Transaction Documents and 
the performance by the Company of its obligations under the Transaction Documents do not and 
will not whether with or without the giving of notice or lapse of time or both (i) violate, 
constitute a breach of, or default under, require any prepayment of any indebtedness pursuant to 
the terms of, or result in the creation or imposition of any lien, charge or encumbrance upon any 
property or assets of the Company pursuant to any agreement or instrument that is listed as an 
exhibit to the Company’s Form 10-K for the year ended December 3 1 , 2002 or any of the 
Company’s Forms filed thereafter but on or prior to the date of this opinion, or (ii) violate (x) the 
charter or by-laws of the Company, (y) any applicable law, statute, rule or regulation, or (z) any 
judgment, order, arbitral award, writ or decree known to me of any government, government 
instrumentality, court or arbitral proceeding. 

5 .  To my knowledge, no action, suit or proceeding to which the Company is a party 
is pending or overtly threatened in writing that, if adversely determined, could reasonably be 
expected to negate the validity of the Transaction Documents. 
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This opinion is furnished to you as Purchasers and is solely for your benefit, except that 
(i> Palmer t!k Dodge LLP may rely on this opinion in rendering their opinions to you pursuant to 
the Purchase Agreements, and (ii) permitted purchasers of the Notes, the Securities Valuation 
Office of the National Association of Insurance Commissioners (or any successor to the duties 
thereof) or any other governmental authority that regulates the holders of the Notes may rely on 
this opinion for any purpose. 

.- Very truly yours, /...-- 

*h,4,J i ;f )cI&. 1.'' .;r ---- 
_ .  

. .  / c- :-. 

Sheila M. McDevitt 
General Counsel 
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Tampa Electric Company: 6.25% Senior Sotes due April 11, 2016 

Ladies and Gentlemen: 

We have acted as your special New York counsel in connection with the issuance by Tampa 
Electric Company (the Cortiparzy) of its 6.25% Senior Notes due April 1 1 , 201 6 in the aggregate 
principal amount of U.S.$250,000,000 (collectively, the Notes), and the purchase by you (each a 
Piirchnser), pursuant to the several Note Purchase Agreements made by you with the Company 
(the Note Purchase Agreenrerrts), of Notes in the aggregate principal amounts set forth in 
Schedule A to the Note Purchase Agreements. All capitalized terms used but not defined in this 
opinion letter have the respective meanings given to such terms in each Note Purchase 
Agreement. This opinion letter is delivered to you pursuant to Section 4.4(b) of the Note 
Purchase Agreements. 

In rendering the opinions expressed below, i1.e have examined the following documents: 

(a) each Note Purchase Agreement; and 

(b) the Notes being purchased by you today. 

In our examination, we have assumed the genuineness of all signatures, the authenticity of all 
documents submitted to us as originals and the conformity with authentic originals of all 
documents submitted to us as copies. When relevant facts were not independently established, 
we have relied upon the representations made in or pursuant to each Note Purchase Agreement. 

The Freshfields Bruckhaus Deringer  LLP partners include members of the Bars o f  the State o f  New York and the  District of 
Columbia,  Solicitors o f  the Supreme Cour t  of England and Wales and Rechtsanwil te  o f  Germany 

Amsterdam Bangkok Barcelona Beijing Berlin Bratislava Brussels Budapest Cologne Disse ldor f  Frankfurt  a m  Main 
Hamburg Hanoi Ho Chi  Minh Ci ty  Hong Kong London Madrid Milan Moscow Munich New York Paris Rome  
Shanghai  Singapore Tokyo Vienna  Washington 
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rendering the opinions expressed below, we have assumed, to the extent relevant with respect 
to the documents referred to in this opinion letter, that: 

(i) such documents have been duly authorized by, have been duly executed and 
delivered by, and (except to the extent expressly set forth in the opinions 
expressed in paragraphs 1 and 2 below) constitute legal, valid, binding and 
enforceable obligations of, all of the parties to such documents; 

(ii) all signatories to such documents have been duly authorized; 

(iii) all of the parties to such documents are duly organized or formed and validly 
existing and have the power and authority (corporate, partnership, limited 
liability company or other) to execute, deliver and perform such documents; and 

(iv) all of the parties to such documents have obtained all approvals, authorizations, 
consents and licenses (including any foreign exchange licenses), and have made 
all filings and registrations with all governmental or regulatory authorities or 
agencies, required for the execution or delivery of, or for the incurrence or 
perfomiance of any obligations under, any of such documents, and the incurrence 
and performance by the Company of its obligations under each document to 
which the Company is a party do not violate the law of any jurisdiction where 
such obligations are to be incurred or performed. 

Based upon and subject to the foregoing and subject also to the comments and qualifications set 
forth below, and having considered such questions of law as we have deemed necessary as a 
basis for the opinions expressed below, we are of the opinion that: 

1. Each Note Purchase Agreement constitutes the legal, valid and binding obligation of the 
Company, enforceable against the Company in accordance with its terms, except as may be 
limited by (a) bankruptcy, insolvency, reorganization, moratorium, fraudulent conveyance or 
transfer or other similar laws relating to or affecting the rights of creditors generally (and by the 
possible judicial application of foreign laws or governmental action affecting the rights of 
creditors generally) and (b) the application of general principles of equity (regardless of whether 
considered in a proceeding in equity or at law), including, without limitation, (i) the possible 
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unavailability of specific performance, injunctive relief or any other equitable remedy and 
(ii) concepts of materiality, reasonableness, good faith and fair dealing. 

2. Each of the Notes being purchased by you today constitutes the legal, valid and binding 
obligation of the Company, enforceable against the Company in accordance with its respective 
terms, except as may be limited by (a) bankruptcy, insolvency, reorganization, moratorium, 
fraudulent conveyance or transfer or other similar laws relating to or affecting the rights of 
creditors generally (and by the possible judicial application of foreign laws or governmental 
action affecting the rights of creditors generally) and (b) the application of general principles of 
equity (regardless of whether considered in a proceeding in equity or at law), including, without 
limitation, (i) the possible unavailability of specific performance, injunctive relief or any other 
equitable remedy and (ii) concepts of materiality, reasonableness, good faith and fair dealing. 

3. The execution and delivery by the Company of, and performance by the Company of its 
obligations under, the Note Purchase Agreements do not and will not violate any applicable law, 
rule or regulation of the State of Neiv York. 

4. It is not necessary in connection n i t h  the offer, sale and delivery of said Notes under the 
circumstances contemplated by the Note Purchase Agreements to register said Notes under the 
Securities Act or to qualify an indenture in respect of said Notes under the Trust Indenture Act 
of 1939, as amended (the Triist Itidetrture Act ) .  

The foregoing opinions are subject to the following comments and qualifications: 

(A) The enforceability of provisions in each Note Purchase Agreement to the effect that 
terms may not be waived or modified except in writing may be limited under certain 
circumstances. 

(€3) We express no opinion as to (i) the effect of the laws of any jurisdiction in which any 
Purchaser or the Company is located (other than the State of New York) that limit the interest, 
fees or other charges a lender may impose for the loan or use of money or other credit; 
(ii) whether a court outside the State of New York will honor the choice of New York law to 
govem each Note Purchase Agreement or the Notes; (iii) Section 22.7(a) of the Note Purchase 
Agreements, insofar as such provision relates to the subject matter jurisdiction of the United 
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States District Court for the Southem District of New York to adjudicate any controversy 
related to the Note Purchase Agreements; and (iv) the waiver of inconvenient forum set forth in 
Section 22.7(b) of the Note Purchase Agreements with respect to proceedings in the United 
States District Court for the Southem District of New York. 

(C) We express no opinion as to whether, if any Purchaser should resell any of the Notes, 
registration of the Notes under the Securities Act, qualification of an indenture with respect to 
the Notes under the Trust Indenture Act, qualification or registration under the securities laws of 
any State of the United States of America, any filing to perfect any exemption from any such 
qualification or registration, or any other consent, approval, authorization, registration, 
qualification or filing, would be required in connection with such resale. Except as expressly set 
forth in our opinion in paragraph 4 above, we express no opinion as to any Federal securities 
laws or regulations or any state "Blue Sky" laws or regulations. 

(D) We express no opinion as to any consent, approval, authorization, registration or filing 
that may be required under any applicable law or regulation relating to the conduct of the 
business of insurance by any Purchaser. 

We are members of the Bar of the State of New York and the foregoing opinions are limited to 
matters involving the Federal law of the United States of America and the law of the State of 
New York, and we do not express any opinion as to the law of any other jurisdiction. 

At your request, this opinion letter is provided to you by us in our capacity as counsel to the 
purchasers under the Note Purchase Agreements, and this opinion letter may not be relied upon 
by any Person other than you or for any purpose other than in connection with the transactions 
contemplated by the Note Purchase Agreements without, in each instance, our prior written 
consent. The Securities Valuation Office of the National Association of Insurance 
Commissioners (or any successor to the duties thereof) may receive a copy of this opinion, but 
may not rely on this opinion without our prior written consent. At your request, we hereby 
consent to reliance hereon by any future transferees of the Notes purchased by you that is an 
hstitutional Investor; provided that such person accepts that this opinion speaks only as of the 
date hereof and to its addressees and that we have no responsibility or obligation to update this 
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opinion, to consider its applicability or correctness to other that its addressees, or to take into 
account changes in law, facts or any other development of which we may later become aware. 
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ANNEX 1 

PURCHASERS 

AMERICAN GENERAL LIFE INSURANCE COMPANY 

AMERICAN INTERNATIONAL LIFE ASSURANCE COMPANY OF NEW YORK 

JEFFERSON-PILOT LIFE INSURANCE COMPANY 

JEFFERSON PILOT FINANCIAL INSURANCE COMPANY 

JOHN HANCOCK LIFE INSURANCE COMPANY 

JOHN HANCOCK VARIABLE LIFE INSURANCE COMPANY 

METROPOLITAN LIFE INSURANCE COMPANY 

NEW YORK LIFE INSURANCE COMPANY 

NEW YORK LIFE INSURANCE AND ANNUITY CORPORATION 

NEW YORK LIFE INSURANCE AND ANNUITY CORPORATION 
INSTITUTIONALLY OWNED LIFE INSURANCE SEPARATE ACCOUNT 

TEACHERS INSURANCE AND ANNUITY ASSOCIATION OF AMERICA 

TIAA-CREF LIFE INSURANCE COMPANY 

THE VARLABLE ANNUITY LIFE INSURANCE COMPANY 
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SECURITIES AND EXCHANGE COMMISSION 

h'ashington, D.C. 20549 

Exact name of registrant as State or other jurisdiction of 
specified in its charter incorporation 
TECO Energy, Inc. Florida 

FORM 8-K 
CURRENT REPORT 

IRS Employer Identification 
No. 

59-2052286 

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

Date of Report (Date of earliest event reported): 
April 11, 2003 

TAMPA ELECTRIC COMPANY 
(Exact name of registrant as specified in its charter) 

Florida 1-5007 59-0475140 
(State or other jurisdiction (Commission File (IRS Employer 

of incorporation) Number) Identification No.) 

702 North Franklin Street, Tampa Florida 33602 
(Address of principal executive offices and zip code) 

(813) 228-41 11 
(Registrant's telephone number, including area code) 



Item 5. Other 

On .4pril 1 1. 2003, Tampa Electnc Company sold $250,000.000 pnncipal amount of 6.25% 
Senior Notes due April 1 1.201 6 (the "Notes") pursuant to Note Purchase Agreements between Tampa 
Electnc Company and each of the Purchasers of the Notes. The Note Purchase Agreement behveen 
Tampa Electric Company and each of the Purchasers whose names appear in the acceptance forms at the 
end thereof is filed as Exhibit 10.1. 

Item 7. Exhibits.  

10.1 Note Purchase Agreement dated as of April 1 1,  2003, benveen Tampa Electric 
Company and each of the Purchasers whose names appear in the acceptance 
forms at the end thereof. 



SIGIVATLXES 

Pursuant to the requirements of the Securities Exchange Act of 1934. the registrants have duly 
caused this report to be signed on their behalf by the undersigned hereunto duly authorized. 

Date: April 11. 2003 

Date: April 11, 2003 

T A M P A  ELECTRIC C O M P A ? X  

By: isl' P.H. Barringer 
P.H. Barringer 
Vice President - Controller 

T E C O  ENERGY,  INC. 

By: lsl S. A. Myers 
S. A. Myers 
Vice President - Corporate Accounting 
and Tax 
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Exhibit No. 

10.1 

EXHIBIT INDEX 

Description 

Note Purchase Agreement dated as of April 1 1,2003, behveen Tampa Elecmc 
Company and each of the Purchasers whose names appear in the acceptance 
forms at the end thereof. 
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UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

FTASHINGTON, D.C. 20549 

FORV 10-K 

- N Annual Report Pursuant to Section 13 or l 3 d )  of the Secunties Exchange Act of 1934 
For the fiscal year ended December 3 1.2003 

Transition Report Pursuant to Section 13 or I j ( d )  of the Secunties Exchange .Act of 1934 
For the transition period from ___to 

OR 
- 

Exact name of each Registrant as specified in I.R.S. Employer 
Commission its charter. state of incorporation. address of Identification 

File KO.  principal executive offices. telephone number \umber 
1-8180 T E C O  ENERGY, ISC. 59-2052286 

( a  Florida corporation) 
TECO Plaza 
702 S.  Franklin Street 
Tampa. Florida 33602 
(813) 228-41 1 1  

1-5007 T A 3 I P A  ELECTRIC COMPANY 
( a  Florida corporation) 
TECO Plaza 
702 S.  Franklin Street 
Tampa. Flonda 33602 
(813) 228-41 1 1  

Securities registered pursuant to Section 12(b) of the .4ct: 

Ti t le  of e a c h  class 

Common Stock, S 1 .OO par value 
Common Stock Purchase Rghts  
Equity Security Units 

TECO Energy ,  Inc. 

59-03751 40 

Name of e a c h  e x c h a n g e  on 
n.h i c h r e o  i s t e r e d  

S e n  170rk Stock Exchange 
S e u  York Stock Exchange 
S e w  York Stock E\change 

Securities registered pursuant to Section 12(g) of the .4ct: S O S E  

Indicate by check mark whether the registrants ( 1 )  have filed all reports required to be filed b> Section 13 or 1 j ( d )  of the Secunties 
Exchange .4ct of 1934 during the preceding 12 months (or for such shorter penod that the registrant \ \as  required to file such 
reports). and ( 2 )  have been subject to such filing requirements for the past 90 days 

YES [XI UO [ ] 

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-I; is not contained herein. and wil l  not 
be contained, to the best of registrants’ knowledge, in definitiL e proxy or information statements incorporated by reference in Part 
111 of this Form 10-K or any amendments to this Form 10-K [ I  
Indicate by check mark whether TECO Energy. Inc. is an accelerated filer (as  defined in Exchange Act Rule 12b-2). 

YES [XI NO [ ] 

Indicate by check mark whether Tampa Electric Company is an accelerated filer (as defined in Exchange Act 
Rule 12b-2). YES [ ] NO [XI 

The aggregate market calue of TECO Energy. Inc.‘s common stock held by nonaffiliates of  the registrant as of June 30, 2003 was 
9 . 1  17.879.345. 

(continued) 



The aggegate  market value of Tampa Elecrric Compan) '5  common srock held b'. nonaffiliates of the  registrant 3s ofJune  3C. 2dOl 
was zero. 

The number of shares ofTECO Energy. Inc.'s common stock outstanding as ofFebruap,  79.2004 n.aj 1 SS.! '5.920. A S  o t ' f e b r u q  
29. 2001. there were 10 shares of  Tampa Electric Compan>,'s common stock issued and outstanding. a!! of \shi ih  \ \ere h e l i .  
beneficially and of record. b>, TECO Energ!,. Inc. 

DOCKIIESTS INCORPOR4TED BY REFERESCE 

Ponions of TECO Energy. Inc.'s 2003 .4nnual Report are incorporated by reference into Parts I1 and I/. 

Portions of the Definiti\ e P r o s  Statement relating to rhe 2004 Annual Xleeting of Shareholders of TECO Energ!, Inc are 
incorporated by  reference into Pan 111. 

Tampa Electric Cornpan) meets the conditions ser fonh in General Instruction ( I )  ( 1 ) ( a )  and ( b  ofForm IO-K and IJ  therefore filing 
this form n ith the reduced disclosure format. 

This combined Form 10-K represents separate filings by TECO Energ).. Inc. and Tampa Electric Compan),. Infomiarion contained 
herein relating to an individual registrant is filed b), that registrant on irs own behalf. Tampa Electric Compan!. makes no 
representations as to the information relating to TECO Energ',, Inc.'s other operations. 

Page 1 of 68 
Indrx to Exhibits begins on page 63 
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P.ART I 
Item 1 .  BUSINESS. 

TECO ESERGY 

TECO Energy. Inc. (TECO Energy) was incorporated in Florida in 1981 as part of a resrmctunng in which i t  became the 
parent corporation o f  Tampa Electric Cornpan>,. TECO Energ!. and Its subsidiaries had 5.753 emplo>.ees as of Dec. 3 I .  2003. 

TECO Energy's Corporate Governance Guidelines. the charter of each c o m t t e e  of the Board of  Directors. and the code of 
ethics applicable to all directors. officers and employees. tile Srandords qflnregrio.. are available on the Investor Relations page of 
TECO Energy's website. \ ~ ~ ~ ' ~ ~ . t e c o e n e r e ~ ' . c o m .  or in print free of charge to any shareholder who requests the Information. TECO 
Energy also makes its Securities and Exchange Commission (SEC) ~ \ w u  . jec .co\ . )  filings available free oicharge on the Investor 
Relations page of TECO Energy's kveb site. 

TECO Energy currentl), o u n s  no operating assets but holds all of the common stock of Tampa Electric Compan!, and 
directly. or through its subsidiary TECO Di\.ersified. Inc.. the other subsidiaries listed below. Lnless otherwise indicated b!. the 
context. "TECO Energy" means the holding company. TECO Energ?,. Inc.. and its subsidiaries. and references to indn.idual 
subsidiaries of TECO Energ!,. Inc. refer to that compan!. and its respecti\-e subsidiaries. TECO Energ). is a public utilit>, holding 
company exempt from registration under the Public Utility Holding Compan!, Act of 1935. 

TECO Energ). is a holding company for regulated utilities and other unregulated businesses. TECO Energ>,'s significant 
business segments are identified belou.. 

Tampa Electric Company. a Florida corporation and TECO E n e q ' s  largest subsidiac.. through its Tampa Electnc 
division (Tampa Electric) provides retail electric s e n i c e  to more than 612.000 customers in \Vest Central Florida with a net s!'stem 
generating capability of 3.156 megaivatts (blh'). On Jan. 15. 2004. Tampa Electric commissioned Bayside 2 (rated at 1 . O X  \l\l') 
for a combined capacity of 4.278 hlLV. Peoples Gas System (PGS). a diiision of  Tampa Electric Compan!,. is engaged in the 
purchase, distribution and marketing of natural gas for residential. commercial. industrial and electric poiver generation customers in 
Florida. LVith more than 299.000 customers. PGS has operations in Florida's major metropolitan areas. Annual natural gas 
throughput (the amount of gas delivered to its customers. including transportation-only sen,ice) in 2003 \vas 1.2 billion therms. 

TECO Transport Corporation. a Florida corporation. oLvns no operating assets but owns all of the common stock of four 
subsidiaries uhich provide waterborne transportation. storage and transfer sen ices  of coal and other dry-bulk commodities. 

TECO Coal Corporation. a Kentucky corporation. oivns no operating assets but owns all of the common stock of nine 
subsidiaries Lvhich own mineral rights. and o\vn or operate surface and underground mines. synthetic fuel production facilities. and 
coal processing and loading facilities in eastern Kentucky. Tennessee and southLvestem Virginia. 

TECO \\.'holesale Generation, Inc. (TWG) (formerly TECO Poi+.er Sen.ices Corporation). a Florida corporation. has 
subsidiaries that have interests in independent poiver projects in Florida. Virginia. Hawaii, Arkansas. Mississippi. Texas. Arizona 
and Guatemala. and has imrestments in unconsolidated affiliates that participate in independent pou.er projects and electric 
distribution in other parts of the United States (V.S.) and Guatemala. As part of its renewed focus on core utility operations. TECO 
Energ), re\.ised its internal reporting information used for evaluating. measuring and making decisions Ivith respect to the 
components n.hich pre\.iously comprised the TECO PoLver Senices  (TPS) operating segment. The re\.ised operating segment. TWG 
Jlerchant. is comprised of all merchant operations Lvhich include the results of operations for the Frontera, Commonwealth 
Chesapeake. Dell and McAdams poLver plants, as well as the equity investment in other U.S. plants. and TECO EnergySource, Inc. 
(TES). the energy marketing operation for the merchant plants. The non-merchant assets that were formerl!r reported with TPS 
include the company's interests in Florida, Hawaii and Guatemala and are now reported ni th  Other Unregulated Companies. 

TECO Energy's other unregulated companies Lvith continuing operations include the non-merchant operations ofTECO 
b'holesale Generation as described above. TECO Solutions. Inc. (TECO Solutions). TECO Properties. Inc. (TECO Properties). and 
TECO Investments, Inc. The TECO Solutions' subsidiaries provide mechanical contracting, air conditioning. electrical and 
plumbing systems and repair and maintenance services in Florida. 

Revenues for TECO Energy's significant business segments for the years indicated follow. For additional financial 
information regarding TECO Energy's significant business segments. see Sote 19 to the TECO Energy Consolidated Financial 
Statements. 

Revenues from Continuing Operations 
/r,1illiorzsl 2003 2002 2001 
Tampa Electric S 1.586.1 S 1.583.' S 1.412.7 
Peoples Gas System 408.4 318.1 352.9 

Total regulated businesses 1.991.5 1.901.3 1,765.6 
TECO b'holesale Generation 95.9 1 1  1 .1  81.8 
TECO Transport 260.6 254.6 274.9 
TECO Coal 296.3 317.1 303.5 
Other unregulated businesses 263.5 297.7 298.8 

2.9 10.8 2.88 1.8 2.724.6 
Other and eliminations ( 1  70.8) 1216.9) (24 1.3) 

S 2.740.0 S 2.664.9 S 2.483.3 
P 
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TW’G’s interest in the Union and Gila River Project Companies, which ONTI merchant generation plants in Arkansas and 
Arizona. respectively. is held by an indirect wholly owned subsidiary of TWG, TECO-Panda Generating Compan),. L.P. (TPGC ) ,  

TPGC was part of the TWG Merchant operating segment until designated as assets held for sale in December 7003. A s  of Dec. 3 1. 
7003. TECO Energy management was committed to a plan to sell TECO Energy‘s indirect ownership of the equip,  or net assets of 
TPGC through a purchase and sale or other agreement. and expects to complete the transaction in 2004. TPGC‘s results arc 
accounted for as discontinued operations for all periods reponed. Re\.enues from the discontinued operations ofTPGC in $003 \vert 
S3 19.4 million. 

TECO Energy’s other unregulated companies completed se\.eral dispositions in 2003 and 2003. including the sale of 
Hardee Power Partners, Ltd. (HPP) in 2003 (part of the non-merchant operations of TM’G) and the sale of TECO Coalbed Methane 
in 2002. Additionally in 2003. TECO Energy was committed to a plan to sell Prior Energy and TECO B G 4  (formerly a component 
of TECO Energy Sen ices )  as of Dec. 31, 2003. These sales were completed in early 2004. (See Sote  13 to the TECO Energ), 
Consolidated Financial Statements.) The company also completed the sale of substantially all of the net assets of TECO Gas 
Sen ices  in 2003. Results for TECO Coalbed Methane. Prior Energ), and TECO Gas Services ha\,e been accounted for as 
discontinued operations for all periods reported. HPP is accounted for in continuing operations because of the continuing 
inJ.olvement of Tampa Electric through a pre-existing agreement to purchase pou’er from HPP. In Januan, 2004. TECO E n e r g  
completed the sale of its general and limited partnership interests in Heritage Propane Partners. L.P. as a part o f a  larger transaction 
that involved the merging of privately held Energy Transfer Compan!, \vith Heritage Propane Partners. Re\,enues from the 
discontinued operations of other unregulated companies \vere 9 1 . 6  million. S5 1.5 million and S60.1 million for the !‘ears ended Dec. 
3 1. 2003. 2002 and 2001. respectively. 

TA3IP.A ELECTRIC--Electric Operations 

Tampa Electric Company was incorporated in Florida in 1899 and \vas reincorporated in 1949. Tampa Electric Company is 
a public utility operating within the state of Florida. Through its Tampa Electric di\ision. i t  is engaged in the generation. purchase. 
transmission. distribution and sale of electric energy. The retail territory s e n e d  comprises an area of about 3.000 square miles in 
h5:est Central Florida. including Hillsborough County and parts of Polk. Pasco and Pinellas Counties, and has an estimated 
population of over one million. The principal communities s e r e d  are Tampa. Lt‘inter Haven. Plant City and Dade City. In addition. 
Tampa Electric engages in wholesale sales to utilities and other resellers of electricity. It has two electric generating stations in or 
near Tampa. one electric generating station in southwestem Polk County, Florida and NO electric generating stations (one ofwhich 
is on long-term standby) located near Sebring. a city located in Highlands County in South Central Florida. 

Tampa Electric had 2,434 employees as of Dec. 3 1.2003. o fuh ich  905 ivere represented by the International Brotherhood 
of Electrical Workers and 250 were represented by the Office and Professional Employees International Union. 

In 2003, approximately 48 percent of Tampa Electric‘s total operating revenue was derived from residential sales. 29 
percent from commercial sales. 10 percent from industrial sales and 13 percent from other sales, including bulk power sales for 
resale. The sources of operating revenue and megawatt-hour sales for the years indicated were as follo\i,s: 

Operating Revenue 
(niillioiis) 2003 -7002 2001 
Residential S 767.4 S 753.9 S 659.8 
Commercial 460.1 459.6 409.7 
Industrial - Phosphate 65.3 74.3 57.0 
Industrial - Other 88.5 83.8 71.8 
Other retail sales of electricity 124.9 1 1  7.1 103.0 
Total retarl 1.506.3 1.489.0 1,301.3 
Sales for resale 41.6 67.7 82.4 
Other 38.3 36.5 29.0 

S 1.586.1 S 1.5832 S 1.117.7 

Jlegawatt-hour Sales 
(niilliotis) 2003 2002 2001 
Residential 8.265 8,046 7.594 
Commercial 5.860 5.832 5.685 
Industrial 2.579 2.612 2.329 
Other retail sales of electricity 1.538 1.435 1,368 
Total retail 18.232 17,925 16,976 
Sales for resale 69 1 1 .OM 1.499 

Total energy sold 18,933 19.009 18.475 
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N o  significant part of  Tampa Electric’s business is dependent upon a single customer or a feu, customers. the loss of any 
one or more of whom would have a significant adverse effect on Tampa Elecmc. IMC-A_pico. a large phosphate producer. is Tampa 
Electric‘s largest customer and represents less than 3 percent of  Tampa Electric’s 2003 base revenues. 

Tampa Electric‘s business is not highly seasonal. but winter peak loads are experienced due to electric heating. fen e: 
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 S e n i c e  Commission (FPSCI. which has 
jurisdiction otter retail rates. q u a l i p  of s e n i c e  and reliabilip. issuances of securities. planning. siting and construction of facilities. 
accounting and depreciation practices. and other matters. 

In general. the FPSC‘s pricing objective is to set rates at a le\,el that allows the utility to collect total re\.enues (re\.enue 
requirements) equal to its cost of providing service. plus a reasonable remm on invested capital. 

The costs of  o\vning. operating and maintaining the utility system. other than fuel. purchased power. consen,ation and 
certain environmental costs. are recoi.ered through base rates. These costs include operation and maintenance expenses. depreciation 
and taxes. as w,ell as a retum on Tampa Electric’s investment in assets used and useful in pro\.iding electric sen’ice (rate base). The 
rate of rerum on rate base. which is intended to approximate Tampa Electric‘s weighted cost ofcapital. pnmaril!, includes its costs 
for debt. deferred income taxes at a zero cost rate and an allo\ved retum on common equity. Base rates are determined in FPSC rate 
setting hearings Lvhich occur at irregular intenals at the initiatiLre ofTampa Electric. the FPSC or other parties. See the discussion of 
the FPSC-approved agreements covering 1995 through 1999 in the Regulation - Tampa Electric Rate Strategy section of 
AIanagement’s Discussion & Analysis of Financial Condition & Results of Operations (hID&A). 

Tampa Electric’s rates and allowed retum on equity (ROE) range of 10.75 percent to 12.75 percent ivith a midpoint of 1 1.75 
percent are in effect until such time as changes are occasioned by an agreement approved by the FPSC or other FPSC actions as a 
result of rate or other proceedings initiated by Tampa Electric, FPSC staff or other interested parties. Tampa Electric expects to 
continue earning within its allowed ROE range uithout a base rate increase, even with the rate base additions associated with the 
repou.ering of the Bayside Pou.er Station. 

Fuel. purchased power. consenation 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. consenation programs and purchased power and estimated customer usage for 
a specific recovery period, with a true-up adjustment to reflect the \,ariance of  actual costs from the projected charges. The FPSC 
may disallow recovery of any costs that it considers imprudently incurred. 

In September 2003. Tampa Electric filed with the FPSC for approval of fuel and purchased power. capacity, environmental 
and consenation cost recovery rates for the period January through December 2004. In November. the FPSC approved Tampa 
Electric‘s requested changes except for the lower coal transportation rate driven by a new contract u.ith TECO Transport described 
below. The resulting rates include the impacts of the increased use of natural gas at the Bayside PoLver Station and the collection of 
S9 1 million for under-recovery of fuel expense for 2002 and 2003. The filing also included estimated waterbome transportation rates 
for coal transportation services. The FPSC did not allow the recovery of S8.4 million i t  characterized as savings from shutting down 
the Gannon Station earlier than originally planned tvhich the FPSC deemed generated operations and maintenance savings. Tampa 
Electric filed its objection to the disalloLvance of  the recovery of  the S8.4 million and a motion asking FPSC to reconsider its 
decision because all facts and law were not taken into account. The motion ivas filed on Jan. 6,2004, and a decision on this matter is 
expected in the first quarter of 2004. See Regulation - Cost Recovery Clauses section of  RID&A. 

Tampa Electric is also subject to regulation by the Federal Energy Regulatory Commission (FERC) in various respects, 
including wholesale pow’er sales. certain wholesale power purchases. transmission semices, and accounting and depreciation 
practices. See the Regulation - Transmission Rates and Regional Transmission Organization (RTO) sections of hlD&A. 

Federal. state and local environmental laws and regulations cover air quality, water quality, land use. power plant. 
substation and transmission line siting, noise and aesthetics, solid waste and other environmental matters. See Environmental 
hlatters on pages 7 and 8. 

The transactions between Tampa Electric and its affiliates and the prices paid by Tampa Electric are subject to regulation by 
the FPSC and FERC. and any charges deemed to be imprudently incurred may be disallowed for recovery from Tampa Electric’s 
customers. TECO Transport sells transportation services to Tampa Electric and other third parties. Tampa Electric’s contract for 
coal transportation and storage sen ices  with TECO Transport expired on Dec. 31, 2003. In June 2003, Tampa Electric issued a 
Request For Proposal (RFP) to potential providers requesting sen ices  for the next five years. The results of the RFP process was the 
execution of a new contract between Tampa Electnc and TECO Transport, effective Jan. 1,2004. with market rates supported by the 
results of  the RFP and an independent expert in maritime transportation matters. The prudence of the RFP process and final contract 
scheduled to be reviewed by the FPSC in the course of the normal fuel cost recovery hearings in November was deferred due to 
protests from other parties seeking more time to evaluate the contract information. The matter is scheduled to be heard by the FPSC 
in May with a decision expected in July. In the meantime, Tampa Electric is recovering fuel transportation costs at the rates from the 
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now expired contract. which are slightly higher than those in the contract effective Jan. 1, 2003. See the Regulation - Coal 
Transportation Contract section o f  ICID&A. Except for transportation services performed by TECO Transport under the C.S. bulk 
cargo preference program. the prices charged by TECO Transport to t h i r d - p a p  customers are not subject to regulatorl. OL ersigh:. 

Competition 

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 of self- 
generation available to larger users of electric energy. Such users may seek to expand their alternatives through various initiati\,es. 
including legislative and/or regulatory changes that would permit competition at the rerail level. Tampa Electric intends to retain and 
expand its retail business by managing costs and providing high-quality s e n i c e  to retail customers. 

In 1999. the FERC approved a market-based sales tariff for Tampa Electric. u,hich a1lou.s Tampa Electric to sell excess 
power at market prices within Florida. The FERC had already approb.ed market-based prices for interstate sales for Tampa Electric 
and the other investor-owned utilities (IOLs) operating in the state: however. Tampa Electric is the only IOL' in the state with 
intrastate market-based sales authori5. 

There is presently competition in Florida's ivholesale power markets. increasing largely as a result of the Energy Policy Act 
of 1992 and related federal initiatives. HoLvever. the state's Power Plant Siting Act. which sets the state's eiectnc energy and 
environmental policy and governs the building of new generation involving steam capacity of  75 megau.atts or more. requires that 
applicants demonstrate that a plant is needed prior to receiLing construction and operating permits. In 2003. the FPSC implemented 
rules that modified rules from 1993 that required investor-owned electric utilities (IOUs) to issue RFP's prior to filing apetition for 
Determination of Need for construction of a power plant with a steam cycle greater than 7 5  mega\vatts. The new rules became 
effective for requests for proposal for applicable capacity additions. prospectively. See Regulation - Utility Competition-Electric 
section of hID&A. 

FERC requires transmission system owners to operate an Open Access Non-discriminatory Transmission. Standard Costs. 
Same-time Information System (OASIS) providing. via the Internet. access to transmission service information (including price and 
availability) and to rely exclusively on their own OASIS system for such information for purposes of their own \vholesale power 
transactions. This rule works to open access for wholesale poiver flows on transmission systems and requires utilities such as Tampa 
Electric. w,hich own transmission facilities. to provide sen,ices to wholesale transmission customers comparable to those they 
provide to themselves on comparable terms and conditions. including price. Among other things. the rules require transmission 
s e n i c e s  to be unbundled from power sales and oLvners of transmission systems to take transmission service under their own 
transmission tariffs. To  facilitate compliance. on'ners must maintain Standards of  Conduct to ensure that personnel involved in 
marketing Lvholesaie power are functionally separated from personnel involved in transmission s e n i c e s  and reliability functions. 
Tampa Electric. together with other utilities, has an OASIS system and believes i t  is in compliance n i t h  the Standards of Conduct. 
See Regulation - Transmission Rates section of hID&A. 

In December 1999, the FERC issued Order No. 2000, dealing with FERC's continuing effort to affect open access to 
transmission facilities in large regional markets. In response, the peninsular Florida IOUs agreed to form an RTO to be known as 
GridFlorida LLC which would independently control the transmission assets of the filing utilities. as w,ell as other utilities in the 
region that chose to join. In March 2001, the FERC conditionally approved GridFlorida. In May 200 1, the FPSC questioned the 
prudence of the three filing utilities joining GridFlorida. After an October 2001 hearing. the FPSC found that the companies were 
prudent in forming GridFlorida, but ordered the companies to modify their proposal to develop a non-transmission owning RTO 
model. In August 2002, the FPSC voted to approve many of the compliance changes submitted, but set an October 2002 hearing on 
the market design changes proposed in the updated filing. 

In October 2002. the process was delayed when the OPC filed an appeal \vith the Florida Supreme Court asserting that the 
FPSC could not relinquish its jurisdictional responsibility to regulate the IOUs and, by approving GridFlorida. they were doing just 
that. Oral arguments occurred in May 2003. and the Florida Supreme Court dismissed the OPC appeal citing that it was premature 
because certain portions of  the FPSC GridFlorida order are not final. In September 2003. a joint  meeting of the FERC and FPSC 
took place to discuss wholesale market and RTO issues related to GridFlorida and in particular. federal!state interactions. The FPSC 
has scheduled a series of collaborative meetings with all interested parties and, upon their conclusion, will set items for hearing and a 
hearing schedule. This is expected to occur throughout 2004. 

Fuel 

Approximately 78  percent of Tampa Electric's generation of electricity for 2003 was coal-fired. with natural gas 
representing approximately 2 1 percent and oil representing approximately 1 percent. Tampa Electric used its generating units to 
meet approximately 8 1 percent of the system load requirements, with the remaining 19 percent coming from purchased power. A 
lower level of coal generation as a percentage of total generation is anticipated for 2004 as a result of  Gannon's repowering to the 
natural gas fueled Bayside Power Station. 

Tampa Electric's average delivered fuel cost per million Btu and average delivered cost per ton of  coal bumed have been as 
follows: 
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Average cost per million Btu: 2003 -1002 200 I 2000 I 9 9 9  
Coal s 2.02 S 1.93 S 2.06 S 1.92 5 2.00 
Oil S 6.42 s 5.33 S 5.79 s 5.33 S 3.09 
Gas (Natural) S 6.45 S 5.86 s 4.84 s 5.49 - 
Composite S 2.83 s 2.11 S 2.19 s 2.07 s 2.03 

Average cost per  ton of coal burned  s 48.32 S 45.04 S 47.53 S 31.36 S 44.63 

Tampa Electric's generating stations bum fuels as follows: Bayside 1. Lvhich went into commercial operation in April of 
2003. and Bayside 2 .  which went into commercial operation in January of  2004. bum natural gas; Big Bend Station. which has 
sulfur dioxide scrubber capabilities. bums a combination of high-sulfur coal. petroleum coke and So.  2 fuel oil: Polk Po\\ er Station 
bums a blend of low-sulfur coal. high-sulfur coal. and petroleum coke which is gasified and subject to sulfur and particulate matter 
removal prior to combustion. natural gas and oil; and Phillips Station bums residual fuel oil. 

Coal. Tampa Electric used approximatel>. 5.7 million tons of coal during 2003 and estimates that its fuel consumption will 
be about 5.0 million tons for 2003. During 2003. Tampa Electric purchased approximately 76 percent of  its coal under long-term 
contracts with seven suppliers, and approximately 24 percent of its coal and petroleum coke in the spot market. Tampa Electric 
expects to obtain approximately 70 percent of its coal requirements in 2003 under long-term contracts N,ith six suppliers and the 
remaining 30 percent in the spot market. The temporary change in the balance of long-term versus spot contracts is due to declining 
coal needs at Gannon Station in connection with the repowering to the Bayside Power Station. Tampa Electric's remaining long- 
term contracts provide for revisions in the base price to reflect changes in a wide range of cost factors and for suspension or 
reduction of delii.eries if environmental regulations should pre\'ent Tampa Electric from burning the coal supplied. provided that a 
good faith effort has been made to continue buming such coal. For information concerning transportation sen.ices by affiliated 
companies to Tampa Electric. see the T E C O  T r a n s p o r t  section of Business. 

In 2003. approximately 56 percent of Tampa Electric's coal supply was deep-mined, approximately 37 percent was 
surface-mined and the remainder was a processed oil by-product known as petroleum coke. Federal surface-mining laws and 
regulations have not had any material adverse impact on Tampa Electric's coal supply or results of its operations. Tampa Electric, 
hovl,ever, cannot predict the effect of  any future mining laws and regulations. 

Natural  Gas. In 2003. Tampa Electric contracted for 80 percent of winter 2003-2004 expected gas needs and 40 percent 
for the 2004 summer period. In the spring of 2004, Tampa Electric expects to contract for an additional 20-40 percent of the 2004 
summer and 40 percent of the winter 2004-2005 requirements. Additional volumes are expected to be procured on the short-term 
spot market. 

Oil. Tampa Electric is in the process of finalizing supply agreements for No. 2 fuel oil for its Polk and Big Bend Stations at 
prices based on Gulf Coast Cargo spot indices. No. 6 h e 1  oil is purchased on the spot market for its Phillips Station. 

Franchises and O t h e r  Rights 

Tampa Electric holds franchises and other rights that. together ni th  its charter powers, give it the right to carry on its retail 
business in the localities it serves. The franchises give Tampa Electric rights to the use of rights of \yay and other public property to 
place its facilities. and are irrevocable and not subject to amendment without the consent of Tampa Electric, although, in certain 
events? they are subject to forfeiture. 

Florida municipalities are prohibited from granting any franchise for a t e r n  exceeding 30 years. All of the municipalities, 
except for the cities ofTampa and Winter Haven, have reserved the right to purchase Tampa Electric's property used in the exercise 
of its franchise if the franchise is not renewed; otherwise. based on judicial precedent, Tampa Electric is able to keep its facilities in 
place subject to reasonable rules and regulations imposed by the municipalities. 

Tampa Electric has franchise agreements with 13 incorporated municipalities within its retail service area. These 
agreements have various expiration dates ranging from November 2005 to iMarch 202 1. 

Franchise fees payable by Tampa Electric, which totaled S27.6 million in 2003. are calculated using a formula based 
primarily on electric revenues and are collected on customers' bills. 

Utility operations in Hillsborough. Pasco, Pinellas and Polk Counties 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 Department of Transportation or 
the county commissioners of  such counties. There is no law limiting the time for which such permits may be granted by counties. 
There are no fixed expiration dates for the Hillsborough County and Pinellas County agreements. The agreements covering electric 
operations in Polk and Pasco counties expire in 2004 and 2023, respectively. Tampa Electric expects to reach a renewal agreement 
for the Polk agreement. 
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Environmental Matters 

Consent Decree 
Tampa Electric Company. in cooperation with the EnFironmental Protection Agency (EPA) and the C.S. Departmenr or‘ 

Justice, signed a Consent Decree which became effecti\.e October 5 ,  2000. and a Consent Final Judgment with the Florida 
Department of  Environmental Protection (FDEP). effecti\,e December 7.  1999. Pursuant to these agreements. allegations of 
violations of New Source Revien. requirements of the Clean .4ir Act \\‘ere resolved. pro\.ision \vas made for environmental controls 
and pollution reductions. and Tampa Electric began implementing a comprehensi\,e program that will dramatically decrease 
emissions from the company‘s power plants. 

The emission reduction requirements included specific detail a.ith respect to the availabilin, of flue gas desulfurization 
systems (scrubbers) to help reduce sulfur dioxide (SO?). projects for nitrogen oxide (Sox) reduction efforts on Big Bend L‘nits 1 
through 4, and the repowering of the coal-fired Gannon Station to natural gas. The commercial operation dates for the tu.o 
repowered Bayside units were on Apr. 21.2003 and Jan. 15.2001. The completed station has total station capacity of about 1.800 
megawatts (nominal) of natural gas-fueled electric generation. By May 1.2005. Tampa Electric must decide whether to install Nos 
controls. repower. or shutdown Big Bend Unit 4. and i t  must implement the chosen solution by June 1 ,  2007. B!. kin!. 1. 2007. 
Tampa Electric will decide whether to install NOx controls. repower. or shutdoivn Big Bend Units 1 . 2  and 3 and i t  must implement 
the chosen methodology beginning in 1008. Tampa Electric’s capital investment forecast includes amounts in the 2006 through 200s 
period for compliance \vith the NOx. SO:! and particulate matter reduction requirements, 

Emission Reductions 
Since 1998, Tampa Electric has reduced annual SO’. NOx. and particulate matter (PM) emissions from its facilities b!, 

129.430 tons. 27.630 tons. and 2.865 tons, respectively. Reductions in SO2 emissions xvere accomplished through the installation of  
scrubber systems on Big Bend Units 1 and 2 in 1999. Big Bend Unit 3 \vas originally constructed Lvith a scrubber. The Big Bend 
Unit 4 scrubber system \vas modified in 1994 to allow it to scrub emissions from Big Bend Unit 3 .  Currently. the scrubbers at Big 
Bend Station remove more than 95 percent of  the SO2 emissions from the flue gas streams. 

In addition. the Consent Decree and Consent Final Judgment related projects will result in significant reductions in 
emissions. Reductions have already resulted from the completion of the repowering of Gannon Station to Bayside Power Station in 
April 2003 (Bayside Unit 1 )  and January 2003 (Bayside Unit 2 ) .  Should Tampa Electric decide to continue to bum coal, the 
installation of additional NOx emissions controls on all Big Bend Units N,ill result in the hr ther  reduction of emissions. By 2010. 
these projects are expected to result in the additional phased reduction of SO2 by  156,501 tons per year, NOx by 61.549 tons per 
year. and PM by 3.626 tons per year from 1998 le\.els. In total. Tampa Electric’s emission reduction initiati1,es will result in the 
reduction of SOZ. NOx and PM emissions by 90 percent, 89 percent. and 70 percent, respectively. below 1998 levels. With these 
impro\.ements in place, Tampa Electric’s facilities will meet the same standards required of new polver generating facilities and help 
to significantly enhance the quality of  the air in the communi&. 

Due to pollution control co-benefits from the Consent Decree and Consent Final Judgment. reductions in mercury emissions 
have occurred due to the re-powering of Gannon Station to Bayside Station. At Bayside. where mercury levels have decreased 44 
percent below 1998 levels, there are virtually zero mercury emissions. Additional mercury reductions are also anticipated from the 
installation of NOx controls at Big Bend Station. ivhich would lead to a mercury removal efficiency of  approximately 70 percent. 
Depending on the NOx control technology selected for Big Bend. the mercury reductions ma): vary and lead to lower than 
anticipated mercury removal efficiencies. 

The repowering of Gannon Station to Bayside Station will also lead to a significant reduction in carbon dioxide ( C 0 2 )  
emissions. I t  is expected that by 2005, the repowering \vi11 bring an approximate 5.2 million ton decrease in CO2 emissions below 
1998 levels. This reduction will result in the Tampa Electric system CO2 emissions being in line with its 1990 C 0 2  emission levels. 

Superfund and Former Manufactured Cas Plant Sites 
Tampa Electric Company, through its Tampa Electric and Peoples Gas divisions, is a potentially responsible party for 

certain superfimd sites and, through its Peoples Gas division. for certain former manufactured gas plant sites. While the joint and 
several liability associated with these sites presents the potential for significant response costs, as of Dec. 3 1.2003, Tampa Electric 
Company has estimated its ultimate financial liability to be approximately S20 million, and this amount has been reflected in the 
consolidated financial statements. The environmental remediation costs associated with these sites. which are expected to be paid 
over many years. are not expected to 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 contractors or Tampa 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 rxoveries .  

Allocation of  the responsibility for remediation costs among Tampa Electric Company and other potentially responsible 
parties (PRPs) is based on each parties’ relative ownership interest in or usage of 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 
creditworthy. 
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Factors that could impact these estimates include the ability of other P u s  to pay their pro rata portion of the cleanup costs. 
additional testing and investigation which could expand the scope of  the cleanup activities. additional liabilip, that might u s e  riom 
the cleanup activities themselves or changes in laws or regulations that could require additional remediation. These Costs a r t  
recoverable through customer rates established in subsequent base rate proceedings. 

Capital Expenditures 
During the five years ended Dec. 3 1 ,  2003. Tampa Electric spent SI 16.4 million. excluding the Gannon repowering. on 

capital additions to meet environmental requirements. A significant portion of the 583 million project for the Big Bend Units land 2 
scrubbers is included in the five-year total. A new scrubber system !vas installed at Big Bend Units 1 and 2 to meet Phase 2 SO2 
emission reduction requirements under the Clean Air Act Amendments of 1990. 

In total, Tampa Electric spent an estimated S 1 1.7 million in 7003 on environmental projects. En\.ironmental expenditures 
are estimated at S18.2 million for 2004 and an additional S324 million in total for 7005 through 2008. These totals include the 
expenditures required to comply n.ith the EPA Consent Decree. u.hich are discussed belo\$,. 

In 2003. Tampa Electric spent approximately S3.6 million for compliance u,ith the EPA consent decree requirements at Big 
Bend station for reduction of SOX and PM emissions and to impro\.e the scrubber systems to reduce SO2 emissions. Should Tampa 
Electric choose to continue to bum coal at Bis  Bend station. further S o x  emission reductions n,ould require expenditures in 3004 
estimated at S3.7 million and as much as 5271 million being spenr during 2005 through 2008. Estimated expenditures for the 
continued improvement of electrostatic precipitators for PM emissions reductions \+,ill be S 1 .5 million in 7004 and an additional 56.5 
million during 2005 through 2008. Tampa Electric has also spent 5658 million. excluding alloN.ance for funds used during 
construction IAFUDC) and dismantlement. on Bayside PoN,er Station. the repoivering of the compan>,'s coal-fired Gannon Station 
to use natural gas. to meet the EPA Consent Decree condition of eliminating coal-firing at Gannon Station. 

PEOPLES GAS SYSTE31- Gas Operations 

Peoples Gas System (PGS) operates as the Peoples Gas System division ofTampa Electric Company. PGS is engaged in the 
purchase, distribution and sale of natural pas for residential. commercial, industrial and electric pon'er generation customers in the 
State of Florida. 

PGS uses three interstate pipelines to receive gas for sale or other delivery to customers connected to its distribution system. 
PGS does not engage in the exploration for or production of  natural gas. PGS operates a natural gas distribution system that serves 
over 299,000 customers. The system includes approximately 9.500 miles of  mains and over 5,500 miles of sen, ice  lines. (See PGS' 
Franchise section of Business.) 

In 2003. the total throughput for PGS was 1 2 billion therms. Of this total throughput. 13 percent was gas purchased and 
resold to retail customers by PGS. 72 percent was third party supplied pas delivered for retail transportation only customers. and 15 
percent \vas gas sold off-system. Industrial and power generation customers consumed approximately 65 percent of PGS' annual 
therm volume. commercial customers used approximately 30 percent and the balance was consumed by residential customers. 

While the residential market represents only a small percentage of total therm k'olume. residential operations generally 
comprise 25 percent of total revenues. h'ew residential construction including natural gas and conversions of existing residences to 
gas have steadily increased since the late 1980's. 

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

Revenues and therms for PGS for the years ended Dec. 3 1, are as folloivs: 

Ra.eri lie3 Therim 
(millioiis) 2003 2002 2001 2003 2002 2001 
Residential S 105.6 S 76.6 s 88.2 61.7 60.2 58.8 
Commercial 143.6 122.3 163.6 354.8 377.6 308.9 
Industrial 114.8 80.3 50.7 406.2 423.8 346.5 
Power Generation 10.1 11.4 11.3 363.7 492.6 403.5 
Other revenues 34.0 27.5 39.1 
Total S 408.4 S 318.1 S 352.9 1.1 88.9 1.304.2 1.1 17.7 

- - - 

PGS had 565 employees as of Dec. 3 1.20n3. A total of 94 employees in six of PGS' 15 operating divisions are represented 
by various union organizations. 
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Regulation 

The operations of PGS are regulated by the FPSC separate from the regulation ofTampa Electric‘s eiecmc operations. The 
FPSC has jurisdiction over rates. service. issuance of securities. sa fen .  accounting and depreciation practices and other matters. In 
general. the FPSC sets rates at a level that allows a utiliry such as PGS to collect total revenues (revenue requirements) equal to its 
cost of  providing service. plus a reasonable r e a m  on invested capital, 

The basic costs of proiriding natural gas service. other than the costs of  purchased gas and interstate pipeline capacib’. are 
recovered through base rates. Base rates are designed to recover the costs of o\vning. operating and maintaining the utilin. sJ’steni. 
The rate of retum on rate base. which is intended to approximate PGS‘ Iveighted cost of  capital. pumaril!. includes its cost for debt. 
deferred income taxes at a zero cost rate. and an allowed retum on common equinr. Base rates are determined in FPSC proceedings 
which occur at irregular intenals  at the initiative of PGS. the FPSC or other parties. For a description of recent proceeding actiiit)’. 
see the Regulation - Peoples Gas Rate Proceeding section of AIDgi.4. 

PGS recovers the costs i t  pays for gas supply and interstate transportation for system suppl>, through the Purchased Gas 
Adjustment (PGA) clause. This charge is designed to recover the costs incurred by PGS for purchased %as. and for holding and using 
interstate pipeline capacity for the transportation ofgas  i t  sells to its customers. These charges are adjusted monthlJ, based on a cap 
approved annually in an FPSC hearing. The cap is based on estimated Costs of purchased gas and pipeline capacin,. and estimated 
customer usage for a specific recoveq  period. Ivith a true-up adjustment to reflect the variance of actual costs and usage from the 
projected charges for prior periods. For a description of the most recent adjustment. see the Regulation - Cost Recovery Clauses - 
Peoples Gas section of  AID&A. 

In addition to its base rates and purchased gas adjustment clause charges for system supply customers. PGS customers 
(except interruptible customers) also pay a per-therm charge for all gas consumed to recover the costs incurred b!. PGS in developing 
and implementing energy consewation programs, H.hich are mandated by Florida law and approved and supenised by the FPSC. 
PGS is permitted to recover. on a dollar-for-dollar basis. expenditures made in connection Lvith these programs if i t  demonstrates that 
the programs are cost effective for its ratepayers. 

In February 2000. the FPSC approved a rule that required natural gas utilities to offer transportation-only s e n i c e  to all 
non-residential customers. The net result of the unbundling is a shift from commodity sales to transportation sales. PGS continues to 
receive its base rate for distribution regardless of whether a customer decided to opt for transportation-only service or continue 
bundled service. PGS had over 10.500 transportation customers as of Dec. 3 1, 2003. 

In addition to economic regulation. PGS is subject to the FPSC‘s safety jurisdiction, pursuant to which the FPSC regulates 
the construction. operation and maintenance of PGS’ distribution system. In general. the FPSC has implemented this by adopting the 
Minimum Federal S a f e n  Standards and reporting requirements for pipeline facilities and transportation of gas prescribed by the U.S. 
Department of Transportation in Parts 191, 192 and 199. Title 49, Code of Federal Regulations. 

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

Competition 

PGS is not in direct competition with any other regulated distributors of natural gas for customers within its service areas. 
At the present time, the principal form of competition for residential and small commercial customers is from companies providing 
other sources ofenergy, including electricity. In general. PGS faces competition from other energy source suppliers offering fuel oil, 
electricity and in some cases. propane. PGS has taken actions to retain and expand its commodity and transportation business, 
including managing costs and providing high qua l in  service to customers. 

In Florida. gas service is unbundled for all non-residential customers. In 2000, PGS implemented its “NaturalChoice” 
program offering unbundled transportation semice to all eligible customers. This means that non-residential customers can purchase 
commodity gas from a third party but continue to pay PGS for the transportation of  the gas. 

Competition is most prevalent in the large commercial and industrial markets. In recent years. these classes of customers 
have been targeted by competing companies seeking to sell alternate fuels or transport gas through other facilities, thereby bypassing 
PGS facilities. In response to this competition, PGS has developed various programs. including the provision of transportation 
services at discounted rates. See the Regulation - Utility Competition -Gas  section of >ID&.% 

Gas Supplies 

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

Gas is delivered by Florida G a s  Transmission Company (FGT) through more than 55 interconnections (gate stations) 
serving PGS’ operating divisions. In addition, PGS’ Jacksonville Division receives gas delivered by the South Georgia Natural Gas 
Company (South Georgia) pipeline through two gate stations located northwest of  Jacksonville. 
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In 2003. Gulfstream Natural Gas Pipeline initiated gas delivery through four new gate stations. PGS entered into a sen’ice 
agreement for capacity in 2002. which increases in 2003 and 2004. The addition of  the Gulfstream pipeline enhances reiiabilip. of 
s e n i c e  and helps meet the capacity needs for PGS‘ growing customer base. 

Companies with firm pipeline capacity receive pnority in scheduling deli\.enes during times when the pipeline is operating 
at its maximum capaciy.  PGS presently holds sufficient firm capacity to permit i t  to meet the gas requirements of its system 
commodity customers. except during localized emergencies affecting the PGS dismbution system and on abnormall>, cold da>.s. 

Firm transportation rights on an interstate pipeline represent a nght to use the amount of the capacin. reserved for 
transportation of gas on any given daj,. PGS pays resenation charges on the fu l l  amount of  the resen,ed capacip, u.hether or not 11 
actually uses such capacity on any given day. When the capacity is actually used. PGS pays a volumetrically-baed usage charge for 
the amount of  the capacity actually used. The levels of the resenation and usage charges are regulated b>. FERC. PGS actii,ei>. 
markets any excess capacity available on a day-to-day basis to partially offset costs recovered through the Purchased Gas Adjustment 
Clause. 

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

Seither PGS nor any of the interconnected interstate pipelines ha\.e 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 instances. it  is necessan. that PGS 
interrupt or curtail deli\.eries to its interruptible customers. In general, the largest of  PGS’ industrial customers are in the categories 
that are first curtailed in such situations. PGS‘ tariff and transportation agreements with these customers gi1.e PGS the right to diven 
these customers’ gas to other higher priority users during the period of curtailment or interruption. PGS pays these customers for 
such gas at the price they paid their suppliers, or at a published index price, and in either case pays the customer for charges incurred 
for interstate pipeline transportation to the PGS system. 

Franchises 

PGS holds franchise and other rights ivith approximately 100 municipalities throughout Florida. These include the cities of 
Lakeland. Jacksonville. Daytona Beach. Eustis. Fort Myers. Ocala. Brooksville. Orlando, Tampa. St. Petersburg. Sarasota, Avon 
Park. Frostproof, Palm Beach Gardens. Pompano Beach. Fort Lauderdale. Hollywood, North Miami. Miami Beach. Miami. and 
Panama City. These franchises give PGS a right to occupy municipal rights-of-way Lvithin the franchise area. The franchises are 
irrevocable and are not subject to amendment without the consent of PGS, although in certain events. they are subject to forfeiture. 

Municipalities are prohibited from granting any franchise for a term exceeding 30 years. Several franchises contain 
purchase options u.ith respect to the purchase of PGS’ property 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 rules and regulations imposed 
by the municipalities. 

PGS’ franchise agreements with the incorporated municipalities within its sen ice  area have various expiration dates ranging 
from the present through July 203 I .  PGS has two franchises in negotiations for 2004. One is a renewal and the second is a new 
franchise. Franchise fees payable by PGS, which totaled S8.0 million in 2003, 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. 

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 Department of Transportation or the county commissioners of  such counties. 
There is no law limiting the time for which such permits may be granted by counties. There are no fixed expiration dates and these 
rights are. therefore. considered perpetual. 

E n v i ro n me n t a I $1 at ters 

PGS’ operations are subject to federal, state and local statutes, rules and regulations relating to the discharge of materials 
into the environment and the protection of the environment generally that require monitoring, permitting and ongoing expenditures. 

Tampa Electric Company is one of several potentially responsible parties for certain superfund sites and, through PGS, for 
certain superfund and former manufactured gas plant sites. See the previous discussion in the Environmental Matters section of 
Tampa Electric - Electric Operations on pages 6 and 7 .  

Expenditures. During the five years ended Dec. 3 1 ,2003,  PGS has not incurred any material capital expenditures to meet 
environmental requirements, nor are any anticipated for 2004 through 2008. 

TECO WHOLESALE GENEMTION (FORhIERLY TECO POWER SERVICES) 

TECO Wholesale Generation. Inc. (TWG) has subsidiaries that have interests in independent power projects in Florida, 
Virginia. Hawaii, Mississippi, Arkansas, Texas, Arizona and Guatemala. TWG had 352 employees as of Dec. 3 1, 2003. 

As discussed under the TECO Energy section of Business, the TWG operating segment is comprised of all continuing 
merchant operations, including the direct and indirect results from continuing operations of the independent power projects in 
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Virginia. Mississippi. Arkansas and Texas, as well as the energy marketing operation for these plants. TECO EnergySource, Inc, 
(TES). Prior to Dec. 31. 2003, the results of operations of  Union and Gila h v e r ' s  independent power projects in .Arkansas and 
Anzona. respectively, (TPGC) were included in TWG: however. these are now reported in discontinued operations. Included in the 
Other Unregulated companies operating segment are the results of  operations of  the non-merchant independent pou'er projests In 
Florida. Hawaii and Guatemala (i.e.. those with long-term power projects). 

Like Tampa Electric. the U.S. operations ofTM'G are subject to federal. state and local environmental laws and regulations 
covering air qual iy ,  water qualit).. land use. power plant. substation and transmission line siting. noise and aesthetics. solid r\aste 
and other environmental matters. 

See Note 19 to the TECO Energy Consolidated Financial Statements for specific details of the results of operations for 
the TWG Merchant operating segment and the non-merchant power component of the Other Unregulated Companies segment 
described belous.. 

TWG llerchant Operating Segment 

In 1998. TM Power Ventures LLC (TXIPL') was created by T1i.G and Xlosbacher Pouer  Partners. Ltd. (Alosbacher Power). 
an independent poLver company headquartered in Houston. to jointly develop. on'n and operate domestic and international 
independent power projects. Under this arrangement. TU'G provided capital and technical expertise to TXIPi'. In 199s. Tii'G. 
through TXlP\', made certain loans to Mosbacher Power. Also in 1998. Tb'G. through TJlP\' .  acquired approximatel!, a 13 percent 
interest in a re-powered independent power project in the Czech Republic (the ECKG project). The facilitly. completed its expansion 
to a total of  311  megatvans in the first quarter of2000. In 2007. TR'G purchased Mosbacher Power's minority oanership interest in 
TXIPV. thereby giving T%'G a 100-percent ownership interest in TMPV. As part of the purchase, Tb'G received principal and 
interest due on its loans to Mosbacher Power. Also in 2003. TWG recorded a S5.8 million after-tax charge to adjust the valuation of 
the investment in the ECKG project in connection with the proposed sale ofthat investment. In 2003. TMPV sold its interest in the 
ECKG project. As a result of the sale. TMPV received for S33 million in cash. 

TWG, through TMPV. has a 100-percent economic interest in Commonu.ealth Chesapeake Power Station (CCC), a 3 l i -  
megawatt power plant on the D e l m a n a  Peninsula of  L'irginia. The first phase of 134 megawatts went into sen ice  in the third quarter 
of  2000. and the second phase went into s e n i c e  in August 2001. In 2003. an after-tax charge of  S26.7 million was recognized to 
establish a resene  against an arbitration award against TMDP, the indirect owner of CCC. 

In the first quarter of 2001. TWG sold its minority interest in EGI. a Bermuda-based energy development firm. As part of 
the sale. TWG took an after-tax charge of  $6.1 million (S9.3 million pre-tax) to adjust the asset valuation of  the investment. 

In September 2000, T W G  provided a S93 million investment in the form of a loan related to Panda Energy International's 
(Pandaj Texas Independent Energy projects (TIE). In February 2002. TWG provided an additional investment in the form o f a  loan 
in the amount of  S44 million. These loans converted in accordance with their terms into an ownership interest on Jan. 3. 2003. 
Subsequently. in 2003, as part of the TPGC joint venture termination. described below, TWG foreclosed on an additional loan to a 
subsidiary of Panda Energy for S73 million. This foreclosure resulted in TWG obtaining an indirect effective economic interest of 
50 percent in the aggregate of 7.000-megawatts in TIE. The hvo TIE projects. known as Guadalupe and Odessa. are located in 
Texas and operate as gas-fired, combined-cycle units. The projects \vere brought on line in phases beginning in December 2000, 
with all the capacity in sewice in August 2001. 

In October 2000, TWG acquired from Genpower LLC full okvnership of two independent power projects being developed 
in Arkansas and Mississippi with combined capacity of the hvo plants to be nearly 1.300 megawatts. The two 599-megawatt 
facilities. known as the Dell and McAdams projects, were designed to be natural gas-fired combined-cycle plants. Construction on 
these plants was suspended at the end of 2002 due to low energy prices in the markets that these plants were expected to serve. 
Market conditions will be monitored to determine when these plans will be completed. As of  Dec. 3 1. 2003. approximately S690 
million had been invested in these plants and TWG estimates that the construction cost to complete these projects would be 
approximately S I00 million. (See the TECO Wholesale Generation, Inc. - hlerchant Generation Facilities section of IIID&A.) 

In November 2000. T W G  announced a joint venture w i t h  Panda to build, own and operate two natural gas power plants 
located in Arkansas and Arizona, known as the Union and Gila River projects. The first phase of  the Union power plant began 
commercial operations in January 2003, and the entire facility was commercially operational in the second quarter of 2003. Union 
sells power primarily to utilities and industrial customers in Arkansas, Louisiana. eastern Texas and Mississippi. The first phase of 
the other project, in Gila Bend, Arizona. began commercial operations in the second quarter of  2003 and the entire facility was 
commercially operational in the third quarter of 2003. Electricity from Gila River is primarily sold in Arizona, Nevada and New 
Mexico. In February 2002. subsidiaries o f T W G  entered into an agreement requiring those subsidiaries to purchase 100 percent of 
Panda's interest in the joint venture for S60 million in 2007, unless Panda chose to remain a partner by canceling the agreement and 
paying a cancellation fee. In April 2003. subsidiaries of TWG and Panda agreed to amendments to this agreement which resulted in 
TWG indirectly consolidating the joint venture (TPGC) at that time. (See the Transactions wish Related and Certain Other 
Parties section of MD&A.) In June 2003, subsidiaries of TWG terminated Panda's continued involvement in the partnership, 
resulting in the recognition of after-tax charges in the second quarter of  2003 of SI 55.9 million, as  a direct result of the consolidation 
of TPGC. 

In June 2001. the project entities owned by TWG and Panda closed on a bank financing for the Union and Gila River 
power stations. This S2.175 billion bank financing included S 1.675 billion in five-yearnon-recourse debt and S500 million in equity 
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bridge loans guaranteed by TECO Energy. The equity bridge loans were repaid in 2002 and 2003. .4s a result of events in October 
2003 and December 2003 (see the TECO \%'holesale Generation. Inc. section o f  .I.ID&A). and other economic factors impacting 
the general market conditions for independent po\ver projects. TN'G recognized a pre-tax asset impairment charge of S i .  1 S5.- 
million in 2003. Subsequent to Dec. 3 1 ,  2003, discussions with the bank financing group have resulted in a non-binding letter of 
intent that would allow for an exit from the ownership of these project companies. (See also Notes 10. 12. 20 and 23 to the TECO 
Energy Consolidated Financial Statements for additional details of the results of operations for these project companies.) 

In March 2001. subsidiaries of TLVG acquired American Electric Power's (AEP) Frontera Power Station, located near 
McAllen. Texas. Frontera is a 477-megawatt natural gas-fired combined-cycle plant. Frontera is capable of selling pon'er 
domestically. as well as into the Mexican power market. through a direct interconnection w,ith the Comision Federal de Electncidad. 
the Mexican power authority. 

Other Unregulated Companies Operating Se, oment 

Hardee Power Partners. Ltd. (HPP) is a Florida limited partnership which wholly owns the Hardee Pouer  Station. a 370- 
megawatt combined cycle electric generating facility located in Hardee County. Florida. which began commercial operation in 1993. 
Until recently, HPP w'as an indirect wholly-onned subsidiay of TIVG. In 1993. HPP began to fulfill 'byear pouer  suppl), 
agreements for all the capacity and energy of  the Hardee Power Station. with Tampa Electric and Seminole Electric Cooperati\.e 
(Seminole Electric). a Florida electric cooperative that provides wholesale pouer  to ten electric distribution cooperati\,es. Under the 
Seminole Electric agreements. HPP agreed to supply Seminole Electric with an additional 135 megalvans ofcapacity during the first 
ten years of the contract. Lvhich ended on Dec. 3 1,2002. This additional capacity was purchased from Tampa Electnc's coal-fired 
Big Bend Unit Four for resale to Seminole Electric. The 75-mega~vatt capacity expansion completed at Hardee Power Station in 

May 2000 is expected to s e n e  Tampa Electric through 2012. The expansion consists of a General Electric combustion turbine 
operating in simple-cycle mode. In 2003. the company sold the partnership interests of  HPP to a third part)'. (See Note 21 to the 
TECO Energy Consolidated Financial Statements for a description of the sale and its impact on the results of continuing 
operations.) The sale did not impact the long-term power supply agreements with Tampa Electric or Seminole Electric. 

.4s part of its non-merchant operations. TWG is a 50-percent indirect owner in the Hamakua Energy Project, a 60-megawatt 
combined cycle cogeneration facility in Hamakua. Hakvaii. The facility \vas constructed and placed into service during 2000. A 
subsidiary of TWG jointly owns and operates the project under a 30-year power purchase agreement with Hawaii Electric Light 
Company. The interests of the previous joint owner, J..4. Jones Ventures. were auctioned to a third party in early 2004. 

As part of  its non-merchant operations, TWG indirectly o\vns 100 percent of  Central Generadora Electrica San Jose. 
Limitada (CGESJ). the owner of a project located in Guatemala. which consists of a single-unit pulverized-coal baseload facility (the 
San Jose Pouer  Station). This facility was the first coal-fueled plant in Central America and meets environmental standards set by 
the World Bank. In 1996, CGESJ signed a US. dollar-denominated power sales agreement (PPA) with Empresa Electrica de  
Guatemala. S.A. (EEGSA). a private distribution and generation company. to provide 120 megai+'atts of  capacity for 15 years 
beginning in 2000. In 200 1, CGESJ signed an option with EEGSA to extend that PPA for five years for approximately $2.5  million. 
In 2002, CGESJ began to transfer the port assets to Tecnologia Maritima. S.A. (TEMSA). a new indirect wholly-owned subsidiary. 

This transaction was completed in the first quarter of 2003. TEMSA. in addition to receiving the coal shipments for CGESJ, provides 
unloading services to third parties. Political risk insurance has been obtained for currency inconvertibility. expropriation and political 
violence covering up to 100 percent of TWG's indirect equity investment and economic retums. 

Tampa Centro Americana de Electricidad. Limitada (TCAE), an entity 96.06-percent oLvned by TPS Guatemala One, Inc.. a 
subsidiary o f T W G  and the owners of  the .4lborada Pobver Station. have a U.S. dollar-denominated PPA with EEGSA to provide 78 
megawatts of capacity for a 1 5-year period ending in 20 10. In 200 1, TCAE signed an option with EEGSA to extend that PPA for 
five years at the end of its current term for approximately S3.9 million. EEGSA is responsible for providing the fuel for the plant, 
with a subsidiary of T W G  providing assistance in fuel administration. A4ffiFiates of  TWG had originally obtained 529 million of  
limited recourse financing from the Overseas Private Investment Corporation (OPIC) for the Alborada Power Station. In 2002. 
TCAE paid off its loan with OPIC with a portion of the proceeds from a non-recourse S X  million loan from Banco Industrial. a 
local bank in Guatemala. Political risk insurance has been obtained for currency inconvertibility, expropriation and political 
violence covering up to 100 percent of TWG's indirect equity investment and economic retums. 

EEGSA serves more than 717,000 customers. EEGSA's service territory includes the capital of Guatemala. Guatemala 
C i v .  In 1998, a consortium that includes affiliates of the company. Iberdrola. an electric utility in Spain, and Electricidade de 
Portugal. an elexric utility in Portugal, completed the purchase of an 80-percent ownership interest in EEGSA for S520 million. The 
company indirectly owns a 2 3  percent interest in this consortium and contributed S 100 million in equity. The consortium obtained 
limited-recourse debt financing for a portion of the purchase price. A subsidiary of TWG has obtained political risk insurance for 
currency inconvertibility, expropriation and political violence covering up to 100 percent of TWG's  indirect equity investment and 
economic retunis. 

Competition and Markets 

The U.S. power plants that TWG indirectly owns and operates and those for which construction has been suspended are 
located in markets with a history ofhigh load growth. However. the general U.S, economic slowdoum over the past several years has 
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slowed the growth in demand for power in some of these markets. In addition. the slowdown of  electricity deregulation initiati\,es 
across the United States. including the markets that these facilities serve. caused in part by the failure of  deregulation in California 
and other events. has allowed the traditional. incumbent utilities to continue to operate older. less efficient generating facilities in 
lieu of purchasing power from nen'er. more efficient independent power plants. These factors have combined \vith agpessi\ 'e plans 
by the independent power industry to add merchant power facilities to cause excess generating capacity that is either being built or 
has come on line in many markets. This excess supply has depressed both spot and forward prices. Accordingly. TLVG has ceased 
work on any new power plant developments. and is active in its efforts to reduce its merchant exposure. 

TECO Energy's reneived focus is on core utility operations. In .4pril 2003. TECO Energy announced that the compan) 
would seek to increase its flexibility to be able to mitigate the risk from the merchant portfolio through a number ofsteps. including 
the termination of  joint ventures with Panda Energy in the TPGC plants and in the TIE plants. These terminations were 
accomplished in 2003. In October 2003. the cornpan>' announced that little. if any. additional cash i\.ould be in\.ested into the 
merchant generation portfolio. Significant steps have been achieved in 2003 with respect IO TLVG's olvnership exit plan for the 
Union and Gila River project companies. See the Tb'G - Energy l l a r k e t s  section of  >IDS;.A for additional discussion of 
competition and the merchant energy markets. 

See the discussion of the risks applicable to TLVG in the Investment Considerations section of  \ID&..\. For financial 
information about geographic areas. see S o t e  19 to the TECO Energy Consolidated Financial Statements .  

T E C O  TRiSSPORT 

TECO Transport oLvns all of the common stock of four subsidiaries which transport. store and transfer coal and other 
dry-bulk commodities. These subsidiaries include TECO Ocean Shipping. Inc. (Ocean Shipping). TECO Barge Line. Inc. (TECO 
Barge). TECO Bulk Terminal, LLC (Bulk Terminal) and TECO To\ving Company. TECO Transport currently onm no operating 
assets. TECO Transport and its subsidiaries had 914 employees as of Dec. 3 1.2003. 

TECO Transport's subsidiaries perform substantial services for Tampa Electric. In 2003. approximately 62 percent of 
TECO Transport's revenues n.ere from third-party customers and approximately 38 percent ivere from Tampa Electric. The pricing 
for sen ices  performed by TECO Transport's operating companies for Tampa Electric is based on a 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 
barges is for domestic and international movements of other dry-bulk commodities and domestic phosphate movements. Both the 
terminal and river transport operations handle a variety of dry-bulk commodities for third party customers. 

A substantial portion of TECO Transport's business is dependent upon Tampa Electric. phosphate customers, steel industry 
customers. grain customers, coal and petroleum coke customers, and participation in the U.S. Government's cargo preference 
programs. 

Ocean Shipping transports products in the Gulf of Mexico and worldwide. and TECO Barge operates on the Mississippi, 
Ohio and Illinois rivers and their tributaries. Their primary competitors are other barge and shipping lines and railroads. as well as a 
number of other companies offering transportation services on the watemays used by TECO Transport's subsidiaries. Ocean 
Shipping is the largest US flag coastwise dry bulk operator based on capacity. uh i le  TECO Barge is in the top ten. based on number 
ofbarges. of companies in its business. To  date, physical and technological improvements have allowed ship and barge operators to 
maintain competitive rate structures with alternate methods of transporting bulk commodities when the origin and destination of such 
shipments are contiguous to navigable watemays.  

Bulk Terminal operates the largest transfer and storage terminal on the Gulf coast. Demand for the use of such terminals is 
dependent upon customers' use of water transportation versus altemate means of moving bulk commodities and the demand for these 
commodities. Competition consists primarily of mid-stream operators and other land-based terminals. 

Competition within TECO Transport's markets is based primarily on geographic markets served. pricing. and service level. 
The majority of the ocean and all of the river business is subject to the Jones Act. which prohibits the use of non-US flag vessels for 

movement between US ports. 
The business of TECO Transport's subsidiaries. taken as a whole. is not subject to significant seasonal fluctuation. but is 

sensitive to economic conditions. 
The Interstate Commerce Act exempts from regulation Lvater transportation of certain dry-bulk commodities. In 2003, all 

transportation services provided by TECO Transport's subsidiaries were within this exemption. 
TECO Transport's subsidiaries are 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 2003, TECO Transport spent 50.3 million for environmental compliance. 
Environmental expenditures are estimated at $0.2 million in 2001. primarily for work on solid waste disposal and storm water 

drainage at the Bulk Terminal facility in Louisiana and for expenses related to oil and bilge water disposal at its river-barge repair 
facility in Illinois. 
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TECO C0.4L 

TECO Coal owns no operating assets but holds all of the common stock of  Gatliff Coal Company. Rich Alountain Coal 
Company. Cl inwood Elkhom %lining Company. Pike-Letcher Land Company. Premier Elkhom Coal Compan!,. Bear Branch Coal 
Company. Perry County Coal Corporation. and TECO Synfuel Operations. LLC. The TECO Coal subsidiaries o\vn or contro! 
mineral rights. and oLvn or operate surface and underground mines. synthetic fuel production facilities and coal processing and 
loading facilities in eastem Kentucky. Virginia and Tennessee. TECO Coal and its subsidianes had 7 13 employees as of Dec. 3 1. 
2003. 

In 2003. TECO Coal subsidiaries sold 9.2 million tons of coal. with 100 percent sold to parties other than Tampa Elect ic .  
Of the total sold. 5.8 million tons were produced and sold as synthetic fuel. 

In 2000. T E C O  Coal acquired Perry County Coal Corporation (Perry C o u n y ) .  u.hich o u m  or controls in excess of 21 
million tons of low sulfur reserves and operates both deep and surface contract mines along ivith a preparation plant and nvo 
loadouts. Perry County produced and sold 2.6 million tons of coal in 2003. 

In April 2003, TECO Coal sold a 49.5-percent interest in its synthetic fuel production facilities located at its operations in 
eastern Kentucky. (See the TECO Coal section of hID&.4) The 5 . 8  million tons of  synfuel produced in 2003 replaced some of 
TECO Coal's con\,entional coal production in 2003. Sales of the h e 1  processed through these types of facilities are eligible for 
non-conventional fuels tax credits under Section 29 of the h e m a l  Re1,enue Code. which are a\,ailable through 1007. TECO Coal 
recei\.ed Private Letter Rulings from the Internal Revenue S e n i c e  confirming that the facilities produce a qualified fuel eligible for 
Section 29 tax credits a\.ailable for the production of such non-con\,entional fuels and resolved any uncertainv related to the sale of  
its interest in the production facilities. 

The Section 29 tax credit is determined annually and is estimated to be S 1 . 1  1 per million Bm in 2003. S 1.09 per million Btu 
in 2001. and S1.08 per million Btu in 2001. This rate escalates with inflation but could be limited by domestic oil prices. In 2003. 
domestic oil prices ivould have had to exceed S50 per barrel for the limitation to have been effective. In 2003, TECO Coal's Section 
1 9  tax credits were S66.0 million. compared to S107.3 million in 2002 and S86.2 million in 2001. 

Primary competitors of TECO Coal's subsidiaries are other coal suppliers, many of which are located in Central 
Appalachia. To date. TECO Coal has been able to compete for coal sales by mining high-quality steam and specialty coals and by 

The operations of  underground mines. including all related surface facilities. are subject to the Federal Coal Mine Safety 
and Health Act of 1977. TECO Coal's subsidiaries are also subject to various Kentucky, Tennessee and Virginia mining laws which 
require approval of roof control. ventilation. dust control and other facets of the coal mining business. Federal and state inspectors 
inspect the mines to ensure compliance with these laws. TECO Coal believes it  is in substantial compliance with the standards of the 
various enforcement agencies. It is unaware of any mining laws or regulations that ivould materially affect the market price of coal 
sold by its subsidiaries. 

TECO Coal's subsidiaries are subject to various federal. state and local air and Lvater pollution standards in their mining 
operations, In 2003. TECO Coal spent approximately S 1.5 million on environmental protection and reclamation programs. TECO 
Coal expects to spend a similar amount in 2004 on these programs. 

Coal mining operations are also subject to the Surface Mining Control and Reclamation Act of 1977 which places a charge 
of SO. 15 and S0.35 on e v e y  net ton of  underground and surface coal mined. respectively. to create a fund for reclaiming land and 
Lvater adversely affected by past coal mining. Other provisions establish standards for the control of environmental effects and 
reclamation of surface coal mining and the surface effects of underground coal mining and requirements for federal and state 
inspections. 

effectively managing production and processin, 0 costs. 

TECO SOLC'TIONS 

TECO Solutions was formed during the early stages of Florida's proposed electric industry restructuring, as a vehicle 
through which to support TECO Energy's strategy of offering customers (primarily in Florida) a comprehensive and competitive 
package of energy services and products. including energy-efficient engineering and construction and gas management services. 
The subsequent rollback of  the proposed deregulation and TECO Energy's refocus on the core utility operations has caused the 
company to reexamine its participation in these lines of  business. The result was the sale of several of the entities that previously 
were part of TECO Solutions. Operating companies under TECO Solutions include TECO BCH Mechanical, TECO Gas Services 
Inc., TECO Propane Ventures LLC (TPV) and TECO Partners, Inc., with total employees of  655  as of  De;. 3 1,2003. 

TECO BCH Mechanical and its affiliated companies (BCH), one of Florida's leading mechanical contracting firms, is 
headquartered in Largo, Florida and has offices in Cocoa Beach and Ft. Lauderdale. It provides air-conditioning, electrical and 
plumbing systems, and repair and maintenance services to more than 750 institutional and commercial customers throughout Florida. 

TECO Gas Services provides gas management services to cogeneration facilities in Florida. On July 21, 2003, TECO 
Solutions sold TECO Gas Services' commercial and industrial book of business. TECO Gas Services will continue to provide 
sen ices  to their cogeneration customers. TECO Gas Services owns no operating assets. 

TECO BGA. Inc. (formerly a component of TECO Energy Services) (BGA) is an engineering energy services company 
headquartered in Tampa, providing engineering, construction management and energy services to more than 300 customers. 
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Effective Jan. 1, 2004, the company completed the sale of BGA to an entity owned by an employee group. BGA‘s results are 
accounted for as continuing operations for all periods reponed. 

Prior Energy. a leading natural gas management company headquartered in Mobile. Alabama. sen’es customers throughour 
the Southeast. Prior Energy owns no operating assets. In  December 1003. TECO Solutions entered into an agreement to sell this 
end use gas marketing company: effective Feb. 1. 2004. the sale of Prior Energy was completed. Prior E n e r p ‘ s  results are 
accounted for as discontinued operations for all periods reported. 

TPV held TECO Energy‘s propane business investment. In 2000. TECO Energy combined its propane operations ui th  
three other southeastem propane companies to form U.S. Propane. In a series of transactions. L.S. Propane combined with Hentage 
Holdings, Inc. In January 2004. US. Propane completed the sale of its direct and indirect equity in\.estments in Heritage Propane 
Partner, L.P. (Heritage). The sale. part of a larger transaction that in\.olved the mergtng of pni,atel>. held Energ).. Transfer Cornpan)., 
with Heritage. was announced in November 2003. TPV owns no operating assets. 

TECO COALBED 3IETHANE 

TECO Coalbed Methane. Inc. had developed jointly with another entity the natural gas production from coal seams in 
Alabama’s Black R’arrior Basin. In September 2002. TECO Energy initiated acti\,ities to sell the TECO Coalbed ,Methane gas 
assets. That sale \vas substantially completed in December 2002 to the Municipal Gas Authority of Georgia. Proceeds for the sale 
were 5140 million. of which 512 million was paid in cash at closing and S98 million \vas paid in Januan. 2003. TECO Coalbed 
Methane‘s results are accounted for as discontinued operations for all periods reported. Follo\ving the sale of substantially all of its 
assets. TECO Coalbed Methane, Inc. \vas merged with and into TECO Coalbed Methane Florida, Inc. 

Production from TECO Coalbed Methane’s resenes was eligible for Section 29 non-conventional fuels tax credits through 
2002. The credit \vas S 1.09 per million Btu for 2002 and S 1.08 per million Btu in 2001. This rate escalated with inflation but could 
be limited by domestic oil prices. In 2002. domestic oil prices would have had to exceed 549 per barrel for this limitation to have 
been effective. In 2002, TECO Coalbed Methane’s Section 29 tax credits were S15.9 million. compared to 516.1 million in 2001. 
TECO Coalbed Methane’s operations are subject to federal. state and local regulations for air emissions and water and waste 
disposal. 

Item 2. PROPERTIES. 

TECO Energy believes that the physical properties of its operating companies are adequate to carry on their businesses as 
currently conducted. The properties of Tampa Electric and most of the subsidianes of TECO \i’holesale Generation are generally 
subject to liens securing long-term debt. 

TAXIPA ELECTRIC 

At Dec. 31. 2003. Tampa Electric had five electric generating plants and four combustion turbine units in service with a 
total net winter generating capability of 3.256 megawatts. including Big Bend (1,759-Mw capability from four coal units), Bayside 
(752-MW capability from one natural gas unit), Phillips (34-MW capability from two diesel units). Polk (260-MW capability from 
one integrated gasification combined cycle (IGCC) unit), mo combustion turbine units (CTs) located at Big Bend (85-MW each) and 
NO CTs at Polk (360-MW). Additionally. Tampa Electric has 6-1MW of generating capability from generation units located at the 
Howard Curren Advanced Waste Water Treatment Plant in the City ofTampa. The capability indicated represents the demonstrable 
dependable load carrying abilities of the generating units during winter peak periods as proven under actual operating conditions. 
Units at Big Bend went into service from 1970-1985. The Polk IGCC unit began commercial operation in September 1996. In 1991, 
Tampa Electric purchased two power plants (Dinner Lake and Phillips) from the Sebring Ljtilities Commission (Sebring). Dinner 
Lake ( 1  1-MW capability from one natural gas unit) and Phillips were placed in service by Sebring in 1966 and 1983, respectively. 
In March 1994. Dinner Lake Station was placed on long-term re sene  standby and was retired from service in January 2003. 
Hookers Point Station’s Unit 5 (67-MW) was placed on long-term standby in January 200 1 .  All units at Hookers Point were retired 
from semice in January 2003. 

The repowering of Gannon station to Bayside station u a s  completed with the conversion of Gannon Unit 5 to Bayside Unit 
1 in April 2003 and Gannon Unit 6 to Bayside Unit 2 in January 2004 (see the Environmental Compliance section of MDsiA). 
Total capacity at Bayside has increased to 1,774 megawatts aa a result of the operation of Bayside Unit 2. Gannon Units 1 and 2 
were placed on long term reserve standby (LTRS) in April 2003 and retired in January 2004. Gannon Units 3 and 4 were placed on 
LTRS in September 2003 and retired from coal operation in January 2004, after which the assets may be utilized for h t u r e  gas 
operations. The agreement between Tampa Electric and the U.S. Environmental Protection Agency (EP.4), and the Florida 
Department of Environmental Protection (DEP) required all coal burning to cease by the.end of 2004, but allows the units to be 
repowered on natural gas. 
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Tampa Electric o u n s  187 substations having an aggegare transformer capacity of  19.895 hf\’.4. The transmission s!.srem 
consists of approximately 1.308 pole miles of high voltage transmission lines. and the distribution system consisrj of -.03S pole 
miles of overhead lines and 3.252 trench miles o f  underground lines. As of  Dec. 3 1,2003. there were 612.465 merers in senice.  .\I; 
of this p r o p e q  is located in Florida. 

All plants and important fixed assets are held in fee except that title to some of  the properties is subject to easements. leases. 
contracts. covenants and similar encumbrances and minor defects of a n a m e  common to properties of the size and character of those 
of Tampa Electric. 

Tampa Electric has easemen& for rights-of-way adequate for the maintenance and operation of i t s  electrical transmission 
and distribution lines that are not constructed upon public highh,ays. roads and streets. I t  has the poiver of eminent domain under 
Florida law for the acquisition of any such rights-of-way for the operation of transmission and distribution lines. Transmission and 
distribution lines located in public ways are maintained under franchises or permits. 

Tampa Electric has a long-term lease for the office building in dountown Tampa u.hich sen’es  as headquaners for TECO 
Energy, Tampa Electric and numerous other TECO Energy subsidiaries. 

PEOPLES GAS SYSTEI\I 

PGS’ distribution system extends throughout the areas it  s e n e s  in Florida and consists of approximatel!, 15.000 miles of 
pipe. including approximately 9.500 miles of  mains and o\.er 5.500 miles of s e n i c e  lines. blains and service lines are maintained 
under rights-of-way, franchises or permits. 

PGS’ operating divisions are located in fourteen markets throughout Florida. LVhile most of the operations and 
administrative facilities are owned. a small number are leased. 

T E C 0 M’HO L E SA LE GENE R4T 10s (FOR11 E RL Y T E CO PON’E R S E R\‘I C E S ) 

TWG hlerchant Operating Segment 
Ti!’G indirectly holds a 1 00-percent ownership interest in TECO-Panda Generating Company, LP, which owns Union 

Power Partners. LP, Panda Gila k v e r ,  LP, and Trans-Union Interstate Pipeline, LP. Union Power Partners ou.ns 330 acres of land in 
Union County, Arkansas, on which the 2.200 MW gas-fired combined-cycle Union electric generation plant is located. The first 
550-megawatt power block of C‘nion began operating in January 2003 \vith all power blocks in operation by June 2003. Panda Gila 
River, LP o u m  approximately 1.099 acres of land in Maricopa Count). Arizona. on which the 2.145-megawatt gas-fired 
combined-cycle Gila River electric generation plant is located. Trans-Union owns an interstate pipeline associated with the Union 
facility. See the TECO N’holesale Generation, Inc. section of;51D&A for a discussion of the expected transfer ofthe ownership of 
these projects. 

Frontera Generation. LP owns 40 acres of  land in Hidalgo County. Texas on which the 477-megawatt gas-fired combined 
cj,cle Frontera electric generation plant is located. 

TM De1man.a Power, LLC has a 1 00-percent economic interest in Commonwealth Chesapeake Company, LLC, which 
ouns approximately 105 acres of land outside of New Church. in Accomack County, Virginia on which the 3 1 5-megawatt oil-fired 
single cycle Commonwealth Chesapeake Power Station is located. 

TPS Dell, LLC, owns approximately 100 acres in the City of Dell in Mississippi County, Arkansas, on which the 
599-megawatt gas-fired combined-cycle Dell electric generation plant has been under construction. TPS McAdams, LLC, owns 
approximately 2 10 acres of  land in h4cAdams and Sallis in Attala Count).. Mississippi, on which the 599-megawatt gas-fired 
combined cycle McAdams electric generation plant has been under construction. Construction on these projects was suspended at 
the end of  2002 due to projected low energy prices in the markets these plants were expected to s e n e .  Markets will be monitored to 
determine when these plants will be completed. 

Other Unregulated Companies Operating Segment 
The company, through its indirect subsidiary TPS Hamakua Land, lnc., has a 50-percent indirect interest in Hamakua Land 

Partnership, LLP, which owns 140 acres in Hawaii on which the Hamakua Energy Project is located. 
TPS Guatemala One, Inc. has a 96.06-percent interest in TCAE. \vhich owns 7 acres in Guatemala on which the Alborada 

Power Station is located. TPS San Jose, LDC has a 100-percent onnership in a project entity, CGESJ, which owns 190 acres in 
Guatemala on which the San Jose Power Station is located. 

In 2003. Hardee Power Partners, Ltd. (HPP). which owned a 370-MW gas-fired generation facility located in central 
Florida. was sold to an affiliate of Invenergy LLC and GTCR Golden Rauner LLC. Under the terms of  the sale subsidiaries of the 
company will continue to provide service to HPP under the existing operation and maintenance agreement. The new owner may, at 
any time, choose to cancel this agreement. 
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TECO TRANSPORT 

TECO Bulk Terminal‘s storage and transfer terminal is on a 1.070-acre site fronting on the Alisjissippl R i ~ r .  
approximately 40 miles south of New Orleans. Bulk Terminal owns 332 of  these acres in fee. with the remainder held under 
long-term leases. 

TECO Barge operates a fleet of 18 towboats and T26 ni’er barges. approximately 87 percent of which i t  o N m .  on thr 
Mississippi. Ohio and Illinois rivers. TECO Barge owns 15 acres of  land fronting on the Ohio f i v e r  at Aletropolis. Illinois on \i.hich 
its operating offices. \yarehouse and repair facilities are located. Fleering and repair s e n k e s  for its barges and those of other barge 
lines are performed at this location. Additionally. TECO Barge performs fleeting and suppl>s actiijties at leased facilities in Cairo. 
Illinois. 

As of Dec. 31.2003. TECO Ocean Shipping owned and operated a fleet of 8 ocean-going tug barge units. a 33.500 shon 
ton ocean-going ship. a 40.900 short ton ocean-going ship. and a 3 I .A00 shon ton ocean-going ship. u.ith a combined cargo capacin, 
of o\’er 335.000 tons. 

TECO COAL 

TECO Coal. through its subsidiaries. controls approximatel!, 179.000 acres of coal resen’es and mining propen!’ in 
Kentuck),. Virginia and Tennessee. 

Property 
Gatliff Coal Company controls approximately 1 1.000 acres of coal and mining properties and has operations in Campbell 

County. Tennessee. as \yell as in Bell. Knos and Li’hitley Counties. Kentuck!,. Additionally, in east central Kentuck),. Bear Branch 
Coal Company and Perry County Coal Corporation control 50.000 acres of coal reserves and operate in Perry. Leslie and Knott 
Counties. In eastem Kentucky. Premier Elkhom Coal Company and Pike-Letcher Land Company are located in Letcher and Pike 
Counties where they control 50.000 acres ofproperties. Clintwood Elkhom Mining also operates in Pike Count).. Kentucky. as well 
as in Buchanan County Virginia. Clintwood Elkhom controls 68.000 acres of propem.. 

In situations where property is controlled by lease, the lease terms are generally sufficient to insure that the resen’es for the 
associated operation can be mined \vithin the initial lease term. If, however, extensions are necessary, provisions have generally been 
made within the original lease. whereby extensions may be granted upon payment of  minimum royalties. 

Facilities 
Coal mined by the operating companies of TECO Coal is processed and shipped from state-of-the a n  facilities located at 

each of the operating companies. with Clinnsood Elkhom haiing nvo facilities - one at Biggs. Kentucky and one at Hurley. 
Virginia. The equipment at each facility is in good condition and regularly maintained by qualified personnel. hlajor renovations are 
currently on-going at the Perry County Coal facility that will enable the plant to meet the additional production requirements brought 
about by the opening of  the Bear Branch Elkhom 3 seam underground mine. The following is a summary of the TECO Coal 
processing facilities: 

Conipaiij Faciliv Locatioii Railroad Senice  titiliv Service 

Clintwood Elkhom Clinnsood i 2  Plant Biggs. KI. Norfolk Southem American Electric Power 
Clintwood Elkhom Clinnvood 33 Plant Hurley. VA Norfolk Southem American Electric Power 
Premier Elkhom Burk Branch Plant .Myra. KY CSN Railroad American Electric Power 
P e m  Countv Coal P e w  Countv Plant Hazard. KY C S S  Railroad American Electric Power 

Gatliff Coal Ada Tipple Himyar. KY CSX Railroad RECC 

Significant projects completed in 2003 included completion of preparation plant upgrades at Perry County 

Coal Reserves 
As of  Dec. 3 1,2003. the TECO Coal Corporation operating companies have a combined estimated 2 19.4 million tons 

of recoverable reserves, all of which are assigned. The reserves are proven and probable. All of  the resewes consist of  High Vol A 
Bituminous coal. Reserves are generally considered to be tonnages that are proven and probable and meet the generally accepted 
mining criteria including, but not limited to, mining height, preparation plant recovep.  and strip ratio. These reserves are generally 
projected to be mined and sold at a profit, based on year-end price and cost levels. When calculating reserves, TECO Coal has 
assumed the following recovery rates for the various mining methods: 
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.\fitzing Recoi3en. Rates 
Cnderpround 529 0 
Contoir. Surface 8590 
Point Removalhl t .  Top 909 o 
Auger 30'0 
Hiphivall Miner 50° 

The following is a summary of the coal quality associated with each of the operations 

.4 \'era,oe Ouaiin, .-I ssi,orz ed Resen,es Siyjace L 'izdt~rgroic rid Toorai 
0 '  / 0 Y o  o/; Y o  Reserves R c s i ~ r ~ e s  Rcsrn3cs 

Gatliff Coal 14.586 3.84 0.96 0 100 1.800 9.492 11.292 

Bear Branch 13.297 6.23 0.92 0 100 - 69.899 69.899 
Premier Elkhom Coal' 

Pike Letcher Land ( 1 )  13.976 6.78 1.16 90 10 19.655 53.700 iJ.355 
Clintwood Elkhom %fining 14.198 7.35 1.05 10 90 12.141 3 1.345 43.486 
Total Reserves 13.726 6.61 1.03 39.205 180.23 I 2 19.436 
( 1  ) The Premier Elkhom'Pike Letcher Land reserves Lvere reduced from the 2001 amounts due to unfa\.orable economic conditions. 

Conzparz>~ BTC:'lb. .4sh Siilfiir Owtied Leased (000s) tOOOSi /OOO.o 

Perry County Coal 13.091 7.20 0.90 0 100 5.609 15.795 2 1.404 

3, 

The following table shotvs a further breakdown of product by geographic region Kith projected market rqpe. 

96 70 Resen,es Yo bJ* 
RegiorKonzparz~~ Product BTC'/Ib .Ash Sulfur (000s) Region 
East Central Kentucky 

Gatliff Coal Steam coal 14.586 3.84 0.96 1 1.292 5.15 

Bear Branch Coal Steam coal 14.223 6.70 0.99 69.899 3 1.85 
103.595 46.75 

Perry County Coal Steam coal 14.076 7.74 0.97 2 1.404 9.75 

Eastem Kentucky 
Premier/Pike 

Letcher Land Steam coal 13.976 6.78 1.16 73.355 33.43 
Clint\vood Steam coal 12.713 13.40 1.08 1.309 0.60 
Clintwood ,Metallurgical coal 14.429 6.5 1 1.08 20.52 1 9.35 

95.185 43.38 
Southwestem Virginia 

Clintivood Steam coal 12.713 13.40 1.08 6.650 3.03 
Clintwood Metallurgical coal 13.62 1 5.37 1.01 15.006 6.84 

7 1.656 9.87 
Total 2 19.436 100.00 

TECO Coal Corporation's reserves are based on over 1700 data points. including drill holes. prospect measurements, 
and mine measurements. Reserve classification is determined by ei,aluation of engineering and geologic information along with 
economic analysis. These reserves are adjusted periodically to reflect fluctuations in the economics in the market and/or changes in 
engineering parameters andior geologic conditions. The information is assembled by qualified geologists and engineers located 
throughout the company. The information is constantly being updated to reflect new data for existing property as  well as new 
acquisitions and depleted reserves. Information is entered into sophisticated computer modeling programs from which preliminary 
resen'es estimations are generated. Final determinations of reserves are made after in-house geologists hat,e reviewed the computer 
models and manipulated the grids to better reflect regional trends. 
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TECO COALBED XIETHANE 

The sale of  TECO Coalbed Methane's gas assets was substantially completed in December 2002. and the final proceeds 
were paid in January 2003. (See Business - TECO Coalbed hlethane section.) TECO Coalbed hlethane's gas production for 
2002 was 14.2 billion cubic feet (Ben, at an effective gas price. including the effect of hedging. of about $2.80 per million cubic feet 
(Mcf) compared to production of 15 Bcf in 2001 at an effective gas price. including the effects of hedging. of about 53.66 l l c f .  

Item 3. LEGAL PROCEEDINGS. 

T\l  Delmarva Power Arbitration Proceeding 
A dispute resulting in an arbitration proceeding was brought against a TN'G subsidiary. T h l  De1man.a Poiver. L.L.C. 

(ThIDP). by the non-equity member. h'CP of  L'irginia. L.L.C. (NCP). in the Commonwealth Chesapeake Project (CCC).  The 
arbitration panel. in a 2-to-l decision. found in favor of S C P  and issued an interim award on Dec. 1;. 2002 and. after se\,eral 
briefing cycles and a reopened hearing. issued its final aivard in September 2003. 

Under the award TMDP is obligated to acquire S C P ' s  voting and other rights. pay S C P  interest on the deemed acquisition 
price from a pre-determined date. and pa; NCP's legal fees as prescribed under the final aivard. The forced acquisition created a 
pre-tax loss of S32.0 million. representing the excess of the purchase price over the fair value of the interests acquired. T l IDP I S  

seeking to vacate the arbitration award in the U.S. District Court for the District ofColumbia and has not yet paid the amount of the 
aivard. As of Dec. 3 1.2003. the company has reserved for the full S46.9 million, representing the maximum payment obligation 
for the award plus accrued interest. The vacatur proceeding is still pending. and is expected to be completed in the third or fourth 
quarter of 2003. 

Other .4ctions 
In March 2001. TWG (under its former name o f T E C O  PoLver Senices)  was served with a IaLvsuit filed in the Circuit 

Court for Hillsborough County by a Tampa-based firm called Grupo Interamerica. L.L.C. ("Grupo") in connection with a potential 
investment in a poiver project in Columbia in 1996. Grupo alleges. among other things, that T W G  breached an oral contract with 
Grupo that would have allowed Grupo to acquire up to a 20-percent interest in the Columbian wholesale generation project when 
T W G  declined to invest in such project. Grupo is seeking damages equal to the net present value of 20-percent of the project over 
its life. TWG disputes the allegations and denies liability since any understanding made regarding the investment in the project 
was subject to TECO Energy Board approval which was not obtained. A trial date has not been set. 

Three lawsuits have been fiied in the Circuit Court in Hillsborough County against Tampa Electric. in connection with the 
location of  transmission structures in certain residential areas. by residents in the areas surrounding the structures. The high- 
i.oltage power lines are needed by Tampa Electric to move electricity to the northwest part of its s e n i c e  territory where population 
groivth has been experienced. The residents are seeking to remove the poles or to receive monetary damages. Tampa Electric is 
Lvorking ivith the community to determine the feasibility of alternate routes or structures or some combination. 

See also the Enron Related hlatters and Superfund and Former hlanufactured Gas Plant Sites sections of RID&A 
and the discussion of environmental matters in Note 20 to the TECO Energy Consolidated Financial Statements and Note 14 to 
the Tampa Electric Company Consolidated Financial Statements. 

Item 4. SUBMISSIOS OF MATTERS TO .4 VOTE OF SECURITY HOLDERS. 

Xo matter was submitted during the fourth quarter of 2003 to a vote of TECO Energy's security holders, through the 
solicitation of proxies or otherwise. 
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EXECUTIVE OFFICERS OF THE REGISTRAST 

The names. ages. current positions and principal occupations dunng the last five years of the current executive officers of TECO 
Energy are described below. 

Name - 
Current Positions and Principal 

Occupations During Last Five )'ears 

Robert D. Fagan 59 Chairman of the Board. President and Chief Euecuti\ e Officer. December 1999 to 
date. President and Chief Executi\ e Officer. \la> 1999 to December 1999. and 
pnor thereto. President of PPGrL Global. lnc (di\ ersified energ! compan! ). Fai r fa .  
\'irginia 

Charles R. Black 

LViIIiam S.  Cantrell 

Clinton E. Childress 

Gordon L. Gillette 

Richard Lehfeldt 

Sheila Lf. blcDe\,itt 

John B. Rami1 

5 3  

51 

5 5  

44 

52 

57 

38 

Senior Vice President-Generation. September 2003 to date. \.ice President-Energ! 
Suppi>. E n e r g  and Construction. Tampa Electric Compm!. Februap 2000 IO 
September 2003. \'ice President-Energ Suppl>. Tampa Electnc Compan! . 
\o\  ember 1996 to Februap 2000 

President. Tampa Electric Compan], September 2003 to date. President. Peoples 
Gas System. April 2000 to date and President. TECO Solutions. Inc . September 
2000 to date. President. Peoples Gas Companies. June 199' to Apnl 2000. and 
President. Bosek. Gibson and Associates. Inc.. Januac  199s to September 2000 

Senior Vice President-Human Resources and Senices .  September 2003 to date: 
Chief Human Resources Officer. July 2000 IO September 2003; and pnor thereto. 
Director of Compensation and Benefits. 

Senior Vice President-Finance and Chief Financial Officer. April 200 1 to date; Vice 
President-Finance and Chief Financial Officer, April 1998 to April 200 1 .  

Senior Vice President-Extemal Affairs. liovember 1999 to date. and prior thereto. 
L'ice President and Assistant General Counsel of Edison iMission Energy 
(independent pober  companh ). In ine. California 

Senior Vice President-General Counsel. Apnl200 1 to date: Vice President-General 
Counsel. January 1999 to .4priI 2001: and prior thereto. Vice President-Assistant 
General Counsel. 

Executive Vice President and Chief Operating Officer. September 2003 to date; 
Executive Vice President. December 2002 to September 2003: President, Tampa 
Electric Company. April 1998 to September 2003. 

D. Jeffrey Rankin 57 President of TECO Transport Corporation. since prior to 1999. 

J. J .  Shackleford 57 President of TECO Coal Corporation, since prior to 1999. 

There is no family relationship between any of the persons named above. The term of office of each officer extends to the 
meeting of the Board of  Directors following the next annual meeting of shareholders, scheduled to be held on April 28. 2004, and 
until such officer's successor is elected and qualified. 
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PART I1 

Item 5. 3IARKET PRICE OF AND DIL'IDESDS OS THE REGISTR4XT'S C0313IOS EQCIT\' A S D  REL,\TED 
STOCKHOLDER AIATTERS. 

The follow ing table shows the high and low sale pnces for shares of  TECO Energ! common stock. which IS listed on the 
\ e u  York Stock Exchange. and di\ idends paid per share. per quarter 

I"' Quarter .Y Quarter 3': Quarrer -tE Oiiartu - 
2003 

High S 17.00 S 13.69 S 14.20 S 11.85 
Low S 9.47 S 10.05 S 11.50 S 11.80 
Close S 10.63 S 11.99 S 13.82 S 11.41 
Di\.idend S 0.355 S 0.19 S 0.19 S 0.19 

2002 
High S 28.94 S 29.05 S 24.71 S 1648 
Low S 13.40 S '3.70 S 13.20 s 10.02 
Close S 18.63 S 23.75 S 15.88 S 15.1- 
Dividend S 0.345 S 0.355 S 0.355 S 0.355 

The approximate number of shareholders of record of common stock of TECO Energy as of Feb. 29. 2004 was 22.097. 

Dividends on TECO Energy's common stock are declared and paid at the discretion of its Board of Directors. The primary 
sources of h n d s  to pay dividends to its common stockholders is dividends and other distributions from its operating companies. 
Tampa Electric's first mortgage bond indenture and certain long-term debt at PGS contain restrictions that limit the payment of 
dividends and distributions on the common stock of Tampa Electric Company. Tampa Electnc's first mortgage bond indenture does 
not limit loans or advances. As of  Dec. 3 1.2003 and 2002. balances restricted as to transfers from Tampa Electric to TECO Energy 
under the first mortgage bonds were 3% and 20'30. respectively. of consolidated common equity. Tampa Electric's new credit 
facilities include a covenant limiting cumu1atii.e distributions and outstanding affiliate loans. (See the Restrictions on Dividend 
Payments and Transfer of Assets section in Note 1 to the TECO Energy Consolidated Financial Statements.) 

TECO Energy's 5380 million note indenture contains a covenant that requires the company to achieve certain interest 
coverage IeLVels in order to pay dividends. TECO Energy's iMerrill Lynch credit facility contains a covenant that could limit the 
pab'ment of dividends exceeding S40 million in any quarter under certain circumstances if the facility is drawn. (See Covenants in 
Financing Agreements section of RIDAA. and Sotes 6 , 7  and 20 to the TECO Energy Consolidated Financial Statements for a 
more detailed description of significant financial covenants. 

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

TECO Energy has the right to defer payments on its subordinated notes issued in connection with the issuances of trust 
preferred securities by TECO Capital Trust I or TECO Capital Trust 11. Should the company exercise this right. i t  would be 
prohibited from paying cash dividends on its common stock until the unpaid distributions on the subordinated notes are made. 
TECO Energy has not exercised that right. 

All of Tampa Electric Company's common stock is oivned 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 S 15 1.4 million in 2003, I 197.4 million in 2002 and I1 7 1.8 million for 200 1. See the Restrictions on 
Dividend Payments and Transfer of Assets section in Sote 1 to the TECO Energy Consolidated Financial Statements for 
Tampa Electric Company for a description of  restrictions on dividends on its common stock. 
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Item 6. S E L E C T E D  FINANCIAL DATA. 

A summary of  selected financial information for TECO Energ\. Inc. for each of the last fi\ e fiscal hears. is ser ionh unae- 
the heading Selected Financial  Data in the 2003.4nnual Report .  N hich informarion is herebh incorporated b> reference and 5 ~ :  
as pan of  Exhibit 13 to this report. 

I tem 7. ~ I A S A C E 3 I E S T ’ S  DISCUSSIOS 6: ASALJ’SIS OF F I S A S C I A L  C O S D I T I O S  6: RESCLTS OF 
OPERATIONS,  

.A discussion of  TECO Energ). Inc.’s consolidated results of operations and financial condition is set fonh on under the 
heading hlanagement’s Discussion 6: .Anal!sis of Financial Condition 6: Results of Operat ions in thr 2003 Annual Report .  
v, hich discussion is herebh incorporated b? reference and filed as part of Exhibit 13 io this report. 

I tem 7A. QUASTITATI \vE  .ASD QC.ALITATI\’E DISCLOSURES ABOUT 3I.ARKET RISK. 

Information responding to Item 7‘4 appears in the 2003 Annual Report  under the heading 3lanagement.s Discussion 6: 
Analysis of Financial Condition 6: Results of Operations - Disclosures About  \ l a r k e t  Risk. v, hich informarion is herebh 
incorporated bq reference and filed as part of Exhibit 13 to this report. 



I tem 8. F I N A S C I A L  S T A T E 3 l E S T S  A S D  S C P P L E 3 I E S T A R Y  DATA. 

T E C O  E S E R G Y .  1 S C .  

Information responding to Item 8 for TECO Energ). Inc.. appears in the 2003 Annual  Report  under the follo\\ing 
headings Consolidated Financial Statements - Consolidated Balance Sheets. Consolidated Financial Statements - 
Consolidated S ta tements  Of Income. Consolidated Financial Statements - Consolidated Statements of Comprehensh  e 
Income. Consolidated Financial Statements - Consolidated Statements of Cash Flows. Consolidated Financial Statement - 
Consolidated Statements of Common Equity. Sores  to the Consolidated Financial Statements.  and Report  of Independent  
Certified Public Accountants.  N hich information is hereb) incorporated b) reference and filed as pan of Ehhibit 13 to this repon 

Page 
so. 

Repon of Independent Certified Public Accountants on Financial Statement Schedules 

Financial Statement Schedule I - Condensed Parent Company Financial Statements 

Financial Statement Schedule I1 - \..ahation and Quali$ing Accounts and Resenes  for the \ears 
ended Dec. 3 1.2003. 7002 and 7001 

Signatures 

58 

60 

All other financial statement schedules ha1.e been omitted since they are not required. are inapplicable or the required information is 
presented in the financial statements or notes thereto. 
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Report of Independent Certified Public Accountants on Financial Statement Schedules 

To the Board of Directors of TECO Energ!,. Inc.: 

Our audits of the consolidated financial statements referred to in  our report dated \larch 2 .  2001 appearing in the 2003 .Annual 
Report to Shareholders of TECO Energ!. Inc (which report and consolidated financial statements are incorporated b> reference 11: 

this Annual Report on Form 10-K) also included an audit o f the  financial statement schedules listed in Item 1 5 ( a ) ( 2 )  ofthis Form 
10-K. In our opinion. these financial statement schedules present iairl!. in all matenal respecrs. rhe information set forth therein 
u hen read in conjunction w Ith the related consoildated financial statements. 

s PncenaerhouseCoopers LLP 

Tampa. Flonda 
>larch 2 .  2004 
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TAhlP.4 ELECTRIC CO.ZIPA?l' 
ISDEX TO CONSOLIDATED FISASCIAL STATEhlESTS AND SCPPLEZlEST..\Rl. DATA 

Page 
S O .  

Report of  Independent Certified Public Accountants 

Consolidated Balance Sheets. Dec 3 1. 2003 and 2002 

Consolidated Statements of Income for the years ended Dec 3 1.2003.200' and 2001 

Consolidated Statements of ComprehensiL e Income for the 1. ears ended Dec 3 1.2003.2002 and 200 I 

Consolidated Statements of Cash Flou s for the years ended Dec 3 1 .  1003. 2002 and 200 1 

Consolidated Statements of Retained Earnings for the 'ears ended Dec 3 1.  2003. 2002 and 2001 

Consolidated Statements of Capitalization. Dec 3 1. 2003 and 2002 

Notes to Consolidated Financial Statements 

Financial Statement Schedule I1 - \'aluation and Qualifi.ing Accounts and Resenes  for the years 
ended Dec. 3 1.1003. 2002 and 2001 

Signatures 
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31 

3 1-33 

34-50 

59 
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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. 
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REPORT OF INDEPENDEST CERTIFIED PUBLIC ACCOUSTASTS 

To the Board of Directors and Shareholders of Tampa Elecmc Company: 

In our opinion. the consolidated financial statements listed in the accompanying index present fairi>,. in all matenal respects. the 
financial position of Tampa Electric Company and its subsidianes at December 31. 2003 and 7002. and the resuits of their 
operations and their cash fl0u.s for each of  the three )'ears in the penod ended December 3 1.2003 in conformin, ivith accounting 
principles generally accepted in the United States of Amenca. In addition. in our opinion. the financial statemeni schedule listed in 
the index appearing under Item lQa)  ( 2 )  presents faid).. in all material respects. the information set forth therein \\,hen read in 
conjunction with the related consolidated financiai statements. These financiai statements and iinancial statement schedule are tine 
responsibility of the Company's management: our responsibiiit\. is to express an opinion on these financiai statements and financis1 
statement schedule based on our audits. LVe conducted our audits of these statements in accordance with auditing standards 
generally accepted in the United States of America. which require that \ve pian and perform the audit to obtain reasonablr 
assurance about whether the financial statements are free of material misstatement. .An audit includes examining. on a test basis. 
evidence supporting the amounts and disclosures in the financial statements. assessing the accounting principles used and 
significant estimates made b>, management. and e\.aluating the ol.erail financial statement presentation. \\.e belie\ e that our audits 
provide a reasonable basis for our opinion. 

s Pricewaterhousecoopers LLP 

Tampa. Florida 
March 2 .  2003 
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TA3IP.A ELECTRIC COhIPASJ’ 
COSSOLIDATED BAL.ASCE SHEETS 

Assets 
Iniillioris) Dec. 31, 2003 -”I_’ 

Propert\., plant and equipment 
Ltility plant in s e n i c e  

Electric S 1.693.5 s 4.310,s 
Gas / S.’ 

Construction Lvork in progress 4’0.0 YbX.5 

Propem.. plant and equipment. at original costs 5.94 1 .- 5 .  S2 6.0 
Accumulated depreciation ( 1.808.2) (1.-20.4) 

4.133.5 4.105.6 
Other property 3.- -.9 

Total propen)’. plant and equipment 4.13-2 4.1 13.5 

746.7 -3 

Current assets 
Cash and cash equivalents 33.6 6.9 
Receivables. less allowance for uncoilectibles of S 1 . 1  million 

and S 1 . 1  million at Dec. 3 1. 2003 and 2002. respectively 186.5 
Inventories 

1 86.0 

Fuel. at average cost 71.’ 79.1 
Materials and supplies 43.8 48.1 

Prepayments and other 32.8 18.4 
Total current assets 357.4 339.0 

Deferred debits 
Deferred income taxes 
Lnamortized debt expense 
Regulatory assets 
Other 

133.5 
’3 .2 

188.3 
0.1 

133.3 
23.7 

163.2 
5.6 

Total deferred debits 345.1 335.8 

Total assets S 4.839.7 S 4.778.3 

The accompanying notes are an integral part of the consolidated financial statements. 
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T.43IP.J. ELECTRIC CO3IP.J.NY 
COSSOLIDATED B.4LA.VCE SHEETS (continued) 

Liabifities arid capital 
(niiilionsj Dec. 31. 200.3 -"I-' 

Capital 
Common stock S 1.3-6.8 s 1.535.1 
Retained earnings 2-4.9 302.9 

Total capital 1.65 1.7 1.S3S.O 1 1.590.9 1.345.6 
Total capitalization 3.142.6 3. I S3.6 

Current liabilities 
Long-term debt due ivithin one year 6.1 81.0 
Notes pa>.able - 10.5 
.4ccounts payable 167.9 1 i s . s  
Customer deposits 101.4 94.6 
Interest accrued 26.7 1 S.3 
Taxes accrued 81.9 46.9 

Total current liabilities 385.0 430.1 

Deferred credits 
Deferred income taxes 
Investment tax credits 
Regulatory liabilities 

474.5 
22.6 

560.2 

483.1 
27.1 

538.7 
Other 154.8 115.7 

Total deferred credits 1212.1 1,161.6 

Total liabilities and capital S 4.839.7 s 4.778.3 

The accompanying notes are an integral part of the consolidated financial statements. 
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TAMPA ELECTRIC C0.1.IP.433' 
COSSOLIDATED STATEIIESTS OF ISCO.1.IE 

(niiliiotis~ 
For the >.ears ended Dec. 3 1. 2003 200,' .?uu1 

Revenues 
Electric (includes franchise fees and gross receipts taxes of 564.4 million 

in 2003. S63.5 million In 2002. and S56.0 million in 7001 1 5 1385.4 s 1.5s2.5 s 1.411.8 
Gas (includes franchise fees and gross receipts taxes of S13.3 million 

in 2003. S10.3 million in 2001. and S 15.1 million in 200 1 1 4os .1  3 1 S . l  _.>,.? 
Total re\.enues S 1.993.1 ! .9@0.b 1 .'64.- 

- - 7  

Expenses 
Operations 

Fuel 443.3 424.1 346.5 
Purchased pon'er '31.9 253. -  209.- 
Cost of natural pas sold "1.0 1-8.9 186.4 
Other 3 : . 7  756.4 249.1 

Maintenance 94.3 117.0 103.' 
Depreciation 743 .O 220.1 '01.3 
Restructuring charges 14.0 16.6 
Taxes. federal and state income 94.0 100.3 97.7 
Taxes. other than income 136.1 131.6 129.3 

Total expenses 1.74 1.9 I .664.7 1 s 2 3 . 2  

- 

Income from operations 25 1.9 235.9 241.5 

Other (expense) income 
.4llonance for other funds used during construction 
Other income. net 

19.8 24.9 6.6 
1 .? 1 .s 4.1 

Asset impairment (net of income tax benefit of S30.7 million) (48.9) - - 

Total other (expense) income (27.9) 26.4 10.7 

Interest charges 
62.5 

Other interest 5.5 (1.6)  15.2 
Allowance for borrowed funds used during construction (7.6) (9.6) (2.6) 

Total interest charges 100.6 66.3 75.1 

-- - Interest on long-term debt 107.7 i , .3 

Set  income s 123.4 S 196.0 S 177.1 

COSSOLIDATED STATEhIESTS OF COhlPREHESSI\'E INCOhIE 

(niillioiis) 

Set  income S 123.4 S 196.0 S 177.1 
For the !,ears ended Der. 31 2003 '00' 2001 

Other comprehensive (loss) income, net of tax 
0.1 (0.1 ) 

Other comprehensive income (loss). net of tax - 0.1 (0.1) 
Net unrealized gain (loss) on cash flow hedees - 

Comprehensive in co m e S 123.3 S 196.1 S 177.0 

The accompanying notes are an integral part of the consolidated financial statements 
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T.AhfP.4 ELECTRIC CO\IPASY 
COSSOLIDATED STATE5f ESTS OF CASH FLON'S 

(tnilliotis) 
For tile !,ears elided Dee. 31, 2003 200: :/in! 

Cash flows from operating activities 
S e t  income 
.\djustments to reconcile net income to net cash from operating acti\.ities: 

Depreciation 
Deferred income taxes 
Investment tax credits. net 
Allowance for funds used during construction 
Loss on sales of assets. pre-tax 
Asset impairment. pre-tax 
Deferred reco\.ery clause 
Refunded to customers 
Rece i va b I es . 1 es s a 11 o u a n  c e for unco I i e c t i b 1 es 
Inventories 
Prepayments and other deposits 
Taxes accrued 
Interest accrued 
Accounts payable 

s 123.4 

243.0 
(23.9 j 

(3 .6)  
(27.4)  

0.8 
79.6 

(27.3) 

0.5 
12.2 
(3.1) 
36.0 

8.4 
(10.8) 

- 

S 196.0 

2'0.1 
23.6 
( 3 . 4  i 

(31.5) 
- 
- 
- 7  7 

# -.- 
( 6  A )  

(19.E) 
( - 2 )  
(2 .4 )  

( 1 0 4 )  
2.3 

43.1 

s 1 - - . 1  

201.3 
(2 .0 )  
(4 .5)  
( 9 . 2 )  
- 
- 

[ 19.0) 

19.1 
(10.8) 

(9 .7)  
(14.3) 
(18.1) 
(52.3)  

- 

Cash fl0n.s from operating actii ities 377.2 4-4.7 193.1 

Cash f l o ~ s  from investing activities 
Capital expenditures (33 1.7) (685.7) (399.3) 
Allowance for funds used d u m ,  0 Construction 21.4 33.5 9.2 
Net proceeds from sales of assets - - 3.3 

Cash fla~vs from in\ esting activities (300.0) (65 1 2 )  (490. I ) 

Cash flows from financing activities 
Proceeds from contributed capital from parent 
Retum of contributed capital to parent 
Proceeds from long-term debt 
Repayment of long-term debt 
S e t  (decrease) increase in short-term debt 

- 2 17.0 110.0 
(158.3) - 
250.0 689.3 250.0 
(80.3) (302.4) (53.4) 
(10.5) ('38.5) 17.8 

- 

Payment of dividends (151.4) (197.4) (171.8) 
Cash flows from financing activities (150.5) 168.0 21 1.6 

Set  (decrease) increase in cash and cash equivalents 26.7 (8.5) 11.7 
Cash and cash equivalents at beginning of year 6.9 15.3 0.7 
Cash and cash equivalents at end of year S 33.6 S 6 .9  S 15.4 

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

Interest S 109.4 S 74.0 S 85.3 
Income taxes S 61.9 S 133.9 S 119.9 
P P 

The accompanying notes are an integral part of the consolidated financial statements. 
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TAlllP.4 ELECTRIC COI\IPASJ' 
CONSOLIDATED STATE3IESTS OF RETAISED EARSISGS 

(millions) 
For tile r'ears ended Dec. 31. 1003 2002 200! 

Balance. beginning of year S 301.9 8 304.3 8 299.0 
Add: Net income 122.4 196.0 1 - - . I  

426.3 500.3 476. 1 
Deduct: Cash dividends on capital stock 

Common 151.3 19- 4 1-1,s 
151  4 19'4 1-1,s 

Balance, end of year 5 274.9 s 302.9 5 304.3 

COSSOLIDATED STATEI\IENTS OF CAPITALIZATIOS 

Capital Stock Outsratidirig Cash dii idetids 
Cirrren t Dec 31, quid (1)  

Rederuption Per 
(tii!lliorts. except share atiioirtirsI Price Sftares Anioictrt Share .4niounr 
Common stock - nithout par value 
25 million shares authorized 

2003 N A 10 S 1.376.8 5.4 S 1 5 1  4 
1002 s .4 10 S 1.535.1 YI.4 S 197.3 

Preferred stock - SlOO par value 
1.5 million shares authorized. none outstanding. 

Preferred stock - no par 
2 . 5  million shares authorized. none outstanding. 

Preference stock - no par 
2.5 million shares authorized. none outstandinp. 

i 1 ) Quarterly dividends paid on Feb. 15, Ma), 15. Aug. 15 and No\.. 15 

The accompanying notes are an integral pan of the consolidated financial statements. 
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TAMPA ELECTRIC CO3IPAIVY 
CONSOLIDATED STATEbIENTS OF C.APITALIZATIOX (continued) 

Long- Term Debt 
(millions) Dec. 3 I ,  Due 2003 200: 

Tampa Electric 
First mortgage bonds (issuable in series): 

7.7596 (effective rate of 7.96Y0) 
6.125% (effective rate of 6.6 1 %) 

6.259b Refunding bonds (effective rate of 6.810,;) (2 )  
5.85% Refunding bonds (effective rate of 5.88?O) 
5.Io/6 Refunding bonds (effective rate of 5.7796) ( 3 )  
5 S o h  Rehnding  bonds (effective rate of 6.3190) ( 3 )  
4% (effective rate of 4.2250) ( 3 )  
4% (effective rate of 4.17%) (4)  
3.25% (effective rate of 4.11%) (1) 

Installment contracts payable (1 ): 

Sotes:  6.875Y0 (effective rate of 6.98Olb) ( 5 )  
6.37596 (effective rate of 7.350/0) (5) 
5.375% (effective rate of j . j 9Y0)  (5)  

2022 
2003 - 

2034 
2030 
2013 
2023 
2025 
2018 
2020 
2012 
2012 
2007 

S -5.0 

86.0 
2 0  

60.- 
86.4 
51.6 
54.2 
20.0 

210.0 
330.0 
125.0 

- -  

S 75.0 
75.0 

S6.0 
-5.0 
60.' 
86.1 
51.6 
54.2 
'0.0 

2 10.0 
330.0 
125.0 
- 6.25% (effective rate of  6.3 170) ( 5 )  2016 250.0 

1.423.9 1.248.9 

Peoples Gas System 
Senior Kotes: (6) 10.35?;6 2007 3.4 4.2 

10.33Yo 2008 3.8 5.6 
10.3% 2009 6.4 7.2 
9.93% 2010 6.6 7.3 
8.0Y0 2012 23.3 25.4 

Sotes:  6.875% (effective rate of  6.98%) (5) 2012 40.0 40.0 
6.375% (effective rate of  7.34%) (5) 2012 70.0 70.0 
5.3750/0 (effective rate of 5.58%) ( 5 )  2007 25.0 25.0 

179.5 184.8 
1.603.3 1.433.7 

Unamortized debt premium (discount). net (6.1) (7.1 ) 
1.597.0 1.426.6 

Less amount due Ivithin one year ( 7 )  6.1 81.0 

Total long-term debt S 1.590.9 S 1.345.6 

( 1 )  Tax exempt securities. 
( 2 )  Proceeds of these bonds were used to refund bonds with an interest rate of 9.9% in February 1995. For accounting 

purposes, interest expense has been recorded using a blended rate of  6.52% on the original and refunding bonds, consistent 
with regulatory treatment. 
Proceeds on these bonds were used to refund bonds with interest rates of 5.75% to 836. 
The interest rate on these bonds was fixed for a five-year term on Aug. 5. 2002. 
These notes are subject to redemption in whole or in part. at any time, at the option of  the company. 
These long-term debt agreements contain various restrictive covenants. including provisions related to interest coverage. 
maximum levels of debt-to-total capitalization and limitations on dividends. 
O f  the amount due in 2004, S0.8 million may be satisfied by the substitution of property in lieu of cash payments. 

(3)  
(4) 
(5) 
(6) 

( 7 )  

A substantial part of the tangible assets of Tampa Electric is pledged as collateral to secure its first mortgage bonds, and 
certain pollution control equipment is pledged to secure installment contracts payable. Maturities and annual sinking h n d  
requirements of long-term debt for the years 2005. 2006. 2007 and 2008 are S 5 . 5  million. S5.9 million, 5.156.1 million and S5.7 
million, respectively. 
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TA3IPA ELECTRIC CO\IP.ANY 
COSSOLIDATED STATE3IENTS OF CAPITALIZ4TIOS (continued) 

At Dec. 3 1 .  2003. total long-term debt had a cam' ing amount of  S1.590.9 million and an estimated fair market n l u e  0:' 

51.697.4 million. The estimated fair market value of long-term debt was based on quoted market pnces for the same or s i m i i x  

issues. on the current rates offered for debt of the same remaining marunties. or for long-term debt issues \vith vanable r a t s  tnat 
approximate market rates. at c a q i n g  amounts. The carr)ing amount of long-term debt due within one >'ear approximated faii  
market value because of the short maturit)., of these instruments. 

In April 2003. Tampa Electric issued S250 million of 6.259b Senior Notes due in 2016. in  a prii'ate placement. S e t  
proceeds of approximately S250 million ivere used to repay short-term indebtedness and for general corporare purposes. The 6.25' o 

Senior ho tes  contain covenants that ( 1  ) require Tampa Electric Compan). to maintain. as of the last da), of eacn fiscal quarter. a 
debt-to-capital ratio. as defined in the agreement. that does not esceed 60° 0 .  and ( 2 )  prohibit the creation of an). liens on an!' of its 
propert)' in excess of  S787 million in the aggregate. i\,ith certain esceptions. as defined. ivithout equall), and ratabl!, secunnf the 
6.25% Senior Notes. 

The accompanying notes are an integral part of the consolidated financial statements 
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TAMPA ELECTRIC COMPANY 
SOTES T O  CONSOLIDATED FISANCIAL STATE3IESTS 

1.  Significant Accounting Policies 

The significant accounting policies are as follo\vs: 

Principles of Consolidation 

generally referred to as Tampa Electric. and the Natural Gas division. generali!. referred to as Peoples Gas S!.stem (PGS). 
Tampa Electric Company is a wholly-owned subsidiary of  TECO Energ!.. Inc. and is comprised of  the Elecmc division. 

All significant intercompany balances and intercompan!, transactions ha1.e been eliminated in consolidation. 
The use of estimates is inherent in the preparation of  financial statements in accordance n i th  generall?. accepted 

accounting principles (GXAP).  Actual results could differ from these estimates. 

Planned 3lajor llaintenance 
Tampa Electric and PGS expense major maintenance costs as incurred Concurrent 1% ith a planned major maintenance 

outage. the cost of adding or replacing retirement units-of-propem is capitalized in conformin n ith Florida Public S e n  ice 
Commi jjion (FPSC) and Federal Energy Reguiatorq Commission IFERC) regulations 

.4llowance for Funds Used During Construction (AFUDC) 
AFUDC is a non-cash credit to income with a corresponding charge to utility plant \vhich represents the cost of borrowed 

funds and a reasonable retum on other funds used for construction. The rate used to calculate AFUDC is re\.ised periodically to 
reflect significant changes in Tampa Electric’s cost of capital. The rate \vas 7.7990 for 2003. 3003 and 3001. Total AFCDC for 
2003. 2002 and ZOO1 \vas 527.4 million. 531.5 million. and S9.1 million, respectively. The base on which .4FLDC is calculated 
excludes construction a.ork-in-progress u.hich has been included in rate base. 

Deferred Income Taxes 
TECO Energy utilizes the liability method in the measurement of deferred income taxes. Under the liability method, the 

temporary differences between the financial statement and tax bases of  assets 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. 

Inbestment Tax Credits 

s e n  ice 1 i ~  es of the related property. 
In\  estment tax credits have been recorded as deferred credits and are being amortized to income tas expense 01 er the 

Revenue Recognition 
Tampa Electric Company recognizes revenues consistent Lvith the Securities and Exchange Commission’s Staff 

Accounting Bulleting (SAB) 101. Reiwzite Recogriitioii iii FiiiaticialSrareiiieiirs. The interpreti\,e criteria outlined in SAB 103 are 
that 1 )  there is persuasive evidence that an arrangement exists: 3) deli\,ery has occurred or sen ices  have been rendered; 3) the fee 
is fixed and determinable; and 4) collectibility is reasonably assured. Except as discussed below. Tampa Electric Company 
recognizes revenues on a gross basis when eamed for the physical delivery of products or sen ices  and the risks and rewards of  
ownership have transferred to the buyer. 

The regulated utilities’ (Tampa Electric and Peoples Gas System) retail businesses and the prices charged to customers are 
regulated by the FPSC. Tampa Electric‘s wholesale business is regulated by FERC. See Kote 3 for a discussion of  significant 
regulatory matters and the applicability of Financial Accounting Standard So. (F.4S) 7 1 .  Accoiintirigfor. the Effects ofcerrain 
T p e s  of Regulation, to the company. 

Revenues and Fuel Costs 
Revenues include amounts resulting from cost recovery clauses Lvhich provide for monthly billing charges to reflect 

increase or decreases in fuel, purchase power. consemation and environmental costs for Tampa Electric and purchase gas. 
interstate pipeline capacity and conservation costs for PGS. These adjustment factors are based on costs incurred and projected for 
a specific recovery period. Any over-recovery or under-recovery of costs plus an interest factor are taken into account in the 
process of  setting 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. 

Certain 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 sen ices  rendered but unbilled to provide a closer matching of revenues and expenses. See Sore 3. 
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As of Dec. 3 1 .  2003 and 2002. unbilled revenues of 9 5 . 7  million and S41.3 million. respectiiel>, are included in the 
“receivables” line item on the balance sheet. 

Purchased Power 
Tampa Electric purchases power on a regular basis primarily to meet the needs of  its retail customers. A s  a result of the 

sale of Hardee Power Partners. Ltd. (HPP) in October 2003 (see Notes 14 and 21 to the TECO Energy Consolidated Financial 
Statements in  the 2003.4nnual Report). subsequent power purchases from HPP are reflected as non-affiliate purchases b?, Tampa 
Electric. Tampa Electric‘s long-term power purchase agreement from HPP was not affected by TPS‘ sale of HPP. Under the 
existing agreement, which has been approved by the FERC and FPSC. Tampa Electric has the right to purchase, on ai’erage. 
approximately 5% of the total output of the Hardee power station. Tampa Electric purchased poiser from non-TECO Energ?, 
affiliates. including HPP, at a cost of  S234.9 million. S253.7 million. and S209.7 million. respecti\.el>.. for the >‘ears ended Dec. 3 1. 
2003. 2002 and 2001. These purchased poa’er costs are recoi.erable through an FPSC-appro\.ed cost recoven. clause. 

Depreciation 
Tampa Electric proi.ides for depreciation primarily by the straight-line method at annual rates that amortize the onynal  

cost. less net salvage value. of depreciable property over its estimated sen,ice life. The provision for utility plant in sen,ice. 
expressed as a percentage of the original cost of depreciable property was 4.69,O for 2003 and 4.2?0 for 2002 and 2001. For the 
year ended Dec. 3 1.2003. Tampa Electric recognized depreciation expense of 536.6 million related to accelerated depreciation of 
certain Gannon power station coal-fired assets. in accordance with a regulatory order issued by the FPSC. Construction N ork-in- 
progress is not depreciated until the asset is completed or placed in sen ice .  

The implementation of FAS 133. Accozitztitzgfor Asset Retirenietzt Obligations in 2003 resulted in an increase in the 
carrying amount of long-lived assets and the reclassification of the accumulated reserve for cost of  remo\fal from accumulated 
depreciation to “Regulatory liabilities,” for all periods presented. The adjusted capitalized amount is depreciated over the 
remaining useful life of the asset (see Sate 4). 

Accounting for Excise Taxes, Franchise Fees and Gross Receipts 
Tampa Electric Company is alloued to recoL’er certain costs incurred from customers through prices approved by the 

regulatory process. 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 S77.7 million. S73.8 million and S71.7 million, for the years ended 
Dec. 3 1.2003,2002 and 2001. respectively. Franchise fees and gross receipt taxes payable by the regulated utilities are included 
as an expense on the Consolidated Statements of Income in “Taxes. other than income”. For the years ended Dec. 3 1,2003.2002 
and 2001, these totaled S77.5 million. 573.7 million and S71.0 million, respectively. 

Excise taxes paid by the regulated utilities are not material and are expenses when incurred. 

Asset Impairments 
Effective Jan. 1.2002. Tampa Electric Company adopted FAS 143, Accoutititzgfor the Inipairnietzt or Disposal ofLong- 

Lived Assets. which supersedes FAS 12 1 ,  Accoutztirzg f o r  rlie Inipairnietu of Long-Lived Assers arid Lotig-Lived Assets ro be 
Disposed o j  FAS 144 addresses accounting and reporting for the impairment or disposal of long-lived assets, including the 
disposal of a segment of a business. 

In accordance with FAS 141, the company assesses whether there has been impairment of its long-lived assets and certain 
intangibles held and used by the company when such impairment indicators exist. Indicators of impairment existed for certain 
long-term turbine purchase contracts. triggering a requirement to ascertain the recoverability of  these assets using undiscounted 
cash flows before interest expense. See h’ote 7 for specific details regarding the results of these assessments. 

Restrictions on Dividend Payments and Transfer of Assets 
Tampa Electric‘s first mortgage bond indenture and certain long-term debt at PGS contain restrictions that limit the 

payment of dividends and distributions on the common stock ofTampa Electric Company. Tampa Electric‘s first mortgage bond 
indenture does not limit loans or advances. As of Dec. 3 1, 2003 and 2002, the balances restricted as to transfers from Tampa 
Electric to TECO Energy under the first mortgage bonds were 3% and 20%. respectively. of consolidated common equity. Tampa 
Electric‘s new credit facilities include a covenant limiting cumulative distributions and outstanding affiliate loans. 

See Notes 5 and 14 for a more detailed description of significant financial covenants. 

2. Derivatives and Hedging 

From time to time, Tampa Electric Company enters into futures, forwards, swaps and option contracts to limit the 
exposure to price fluctuations for physical purchases and sales of natural 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 of market price volatility on ratepayers, and uses derivative instruments 
primarily to optimize the value of physical assets, including generation capacity, natural gas production and natural gas delivery. 
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The risk management policies adopted by the company provide a framework through which maria: nement monitors 
various risk exposures. Daily and periodic reporting of positions and other relevant memcs are performed by a centralized nsk 
management group which is independent of all operating companies. 

Effective Jan. 1. 200 1. the company adopted F.4S 133. Accourtringfor Derivarive Insrrumenrs aiid Hedging .-icriiiries. 
The new standard requires companies to recognize derivati\.es 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 of other 
comprehensive income (OCI) 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 current net income. .As the underlying hedged transaction matures or the 
physical commodity is delivered, the deferred gain or the loss on the related hedging instrument must be reclassified from OCI to 
eamings based on its value at the time of  its reclassification. For effecti\.e hedge transactions. the amount reclassified from OC1 to 
eamings is offset in net income by the amount paid or received on the underlying physical transaction. Additionall>.. amounts 
deferred in OCI related to an effective designated cash flow hedge must be reclassified to current eamings if the anticipated 
hedged transaction is no longer probable of occurring. 

At Dec. 31. 2003 and 2002. respectii,elj,. the company had derivatives assets of S4.8 million and 53.5 million. The 
amounts recorded in accumulated other comprehensive income (OCI). as of  Dec. 3 1.2003 and 2002. are full!’ offset by regularon. 
assets or liabilities to reflect the impact of the fuel reco\.ery clause on the results of hedging acti\,ities. 

For the years ended Dec. 3 1.2003.2002 and 2001. Tampa Electric Company reclassified from OCI to eamings. pre-tax 
gains (losses) of 53.2 million. SO.? million and S(0.7) million. respectively. Amounts reclassified were primarily related to cash 
flon, hedges of physical purchases of  natural gas. For these types of  hedge relationships. the gain or loss on the d e r n m v e .  
reclassified from OCI to eamings. is offset by a regulatory asset or liabilit]l.. reflecting the fact that all fuel hedging acti\.ity is 
subject to the h e 1  recovery clause (see Note 3).  

Based on the fair values of  derivatives at Dec. 3 1. 2003. pre-tax gains of  S4.S million are expected to be reversed from 
OCI to the Consolidated Statements of Income within the next twelve months. However. these gains and other future 
reclassifications from OCI will fluctuate Lvith 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 2004. 

3. Regulatory 

As discussed in Note 1. Tampa Electric’s and PGS‘ retail business are regulated by the FPSC. 

Base Rate  - T a m p a  Electric 
Since the expiration, in 1999, of agreements entered into in 1996 with Florida’s Office of  Public Counsel (OPC) and the 

Florida Industrial Power Users Group (FIPUG), which were approved by the FPSC, Tampa Electric is not under a new stipulation 
to stabilize prices while securing fair eamings opportunities. Tampa Electric’s rates and allou,ed retum on equity (ROE) range of 
10.75 percent to 12.75 percent with a midpoint of 1 1.75 percent are in effect until such time as changes are occasioned by an 
agreement approved by the FPSC or other PFSC actions as a result of  rate other proceedings initiated by Tampa Electric. FPSC 
staff or other interest parties. Tampa Electric expects to continue eamings Lvithin its alloLved ROE range. 

Tampa Electric has not sought a base rate increase to recover the ini.estment in the Bayside Power Station. ofwhich phase 
one entered service in April 2003. 

Cost  Recovery - T a m p a  Electric 
2003 Proceedittgs 
In February 2003, Tampa Electric filed a request for an additional fuel cost adjustment of almost S61 million due to 

continued increases in the cost ofnatural gas and oil and the plan to phase out Gannon Units 1 through 4 in 2003. In March 2003, 
the FPSC approved Tampa Electric’s new fuel rates as well as new fuel rates for the other peninsular Florida investor-owned 
utilities. 

In September 2003, Tampa Electric filed with the FPSC for approval of  fuel and purchased power. capacity, 
environmental and conservation cost recovery rates for the period January through December 2004. In November, the FPSC 
approved Tampa Electric’s requested changes except for the lower coal transportation rate as a results of a new contract with TECO 
Transport described below. The resulting rates include the impacts of  increased use of natural gas at the Bayside Power Station and 
the collection of  S91 million for under recovery of fuel expense for 2002 and 2003. The filing also included estimated waterbome 
transportation rates for coal transportation services (see Rote 12). The FPSC did not allow the recovery of  S8.4 million it 
characterized as savings from shutting down the Gannon Station earlier than originally planned which the FPSC deemed generated 
operations and maintenance savings. The rates include projectecr costs associated with environmental project:: required under the 
Florida Department o f  Environmental Protection (FDEP) Consent Final Judgment (see Note 14 for additional details regarding these 
environmental matters). The costs associated with this disallowance were recognized in 2003. 

Tampa Electric filed its objection to the disallowance of the recovery of the $8.4 million and a motion asking FPSC to 
reconsider its decision because all facts and law were not taken into account. The motion was filed on Jan. 6, 2004. and a decision 
on this matter is expected in the first quarter of 2004. See Regulation - Cost  Recovery Clauses section of MD&A. 
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As part of the regulatory process, it is reasonablk Ilkel? that third parties may intervene on this or similar matters in the 
future. The company is unable to predict the timing. nature or impact of such future actions. 

Base R a t e  - Peoples G a s  
On June 27. 2002. PGS filed a petition u 4 h  the FPSC to increase its service rates. The requested rates \s,ould h3L.e 

resulted in a S22.6 million annual base revenue increase. reflecting a ROE mid-point of 1 1.75 percent. 
On the date of the FPSC hearing. PGS agreed to a settlement with all parties involved. and a final FPSC order was granted 

on Dec. 17. 2002. PGS received authorization IO increase annual base revenues b), S12.05 million. The neu'rates allou. for an 
ROE range of 10.25 to 12.25 percent with an 1 1  2 5  percent midpoint ROE and a capital structure with 57.43 percent equiry. The 
increase went into effect on Jan. 16.2003. 

Cost Recovery - Peoples Gas 
Ln November 2003. the FPSC approved rates under Peoples' Gas Purchased Gas Adiustment (PGA) cap factor for the 

period Januan. 2003 through December 2004. The PGA IS a factor that can i'ary monthly due to changes in actual fuel costs but is 
not anticipated to exceed the annual cap. 

O t h e r  I tems 
Coal Trarisporratiori Coiltract 
Tampa Electric's contract for coal transportation and storage services ivith TECO Transport expired on Dec. 3 1.2003. In 

June 7003. Tampa Electric issued a Request For Proposal JRFP) to potential pro\,iders requesting sen ices  for the next fi\,e years. 
The result of the RFP process \vas the execution of a new contract between Tampa Electric and TECO Transport n.ith market rates 
supported by the results of the RFP and an independent expert in maritime transportation matters. The prudence of the RFP 
process and final contract is expected to be reviewed by the FPSC in May 2003, with a decision expected in July 2004. 

Regional Tratisniissiori Organizatiorz (RTO) 
In October 2002. the RTO process involving the proposed formation of GridFlorida, LLC. as initiated in response to the 

Federal Regulatory Commission's (FERC's) continuing effort to affect open access to transmission facilities in large regional 
markets. was delayed when the OPC filed an appeal with the Florida Supreme Court asserting that the FPSC could not relinquish 
its jurisdictional responsibility to regulate the IOEs and the approval of GridFlorida would result in such a relinquishment. Oral 
arguments occurred in May 2003. and the Florida Supreme Court dismissed the OPC appeal citing that it was premature because 
certain portions of  the FPSC GridFlorida order are not final. 

In September 2003. ajoint meeting of the FERC and FPSC took place to discuss wholesale market and RTO issues related 
to GridFlorida and in particular federallstate interactions. The FPSC has scheduled a series of collaborative meetings with all 
interested parties upon their conclusion, \vi11 set items for hearing and a hearing schedule. This is expected to occur throughout 
2003. 

Regulatory Assets and Liabilities 
Tampa Electric and PGS 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 permitted by the FERC. These policies 
conform with generally accepted accounting principles in all material respects. 

Tampa Electric and PGS apply the accounting treatment permitted by FAS 7 1, Accowitirigfor the Effects of Certaiti ?)pes 
of Regulatioti. Areas of applicability include deferral of revenues under approved regulatory agreements: revenue recognition 
resulting from cost recovery clauses that provide for monthly billing charges to reflect increases or decreases in fuel; purchased 
poLver, conservation and environmental costs; and deferral of costs as regulatory assets when cost recol'ery is ordered over a period 
longer than a fiscal year. to the period that the regulatory agency recognizes them. Details of the regulatory assets and liabilities as 
of Dec. 3 I .  2003 and 2002 are presented in the follow.ing table: 
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Regulatory Assets and Liabilities /millions/ 
Dec. 31. 2003 2110: 
Regulatop assets: 

Regulatory tax asset ( 1  ) 
Other: 

Cost recovery clauses 
Coal contract buy-out ( 2 )  
Deferred bond refinancing Costs (3)  
Environmental remediation 
Competitive rate adiustment 

S 63.3 

59.7 

32.2 
20.7 ' 

2 ;  -. , 

- .  i j  

s 54.9 

Othe; 4.3 4.6 
125.0 108.3 

Total regulatory assets s 188.3 S 163.2 
Regulatory liabilities: 

Regulator). tax liability ( 1 )  
Other: 

Deferred allo\vance auction credits 
Recovery clause related 
Environmental remediation 
Transmission and distribution storm resen'e 
Deferred gain on property sales (4) 
Accumulated r e s e n e  - cost of removal 

s '9.9 s 36.6 

1.9 2 .  I 

20.; 20.3 
40.0 36.0 

1.9 0.9 
462.2 440.6 

-77 -.- - 

530.3 502.1 
Total r e d a t o w  liabilities S 560.2 s 538.7 

( 1  1 Related primarily to plant iife. Includes excess deferred taxes of S17.0 million and S20.9 million as of Dec. 3 1.2003 
and 2002. respectively. 

( 2 )  Amortized over a 10-year period ending December 2004. 
(3)  Unamortized refinancing costs: 

Related to debt transactions as fol loas  (millions): Amortized until: 
S 50.0 2004 
S 51.6 
s 22.1 
S 25.0 
S 50.0 
S 150.0 
S 150.0 
S 85.9 
S 25.0 
s 100.0 

( 4 )  Amortized over a 5-year period with various ending dates 

2005 
2007 
201 1 
201 1 
2012 
2012 
2014 
202 1 
2022 

4. Asset Retirement Obligations 

On Jan. 1,2003, Tampa Electric Company adopted FAS 143. Accountirig forilsset Retirernent Obligatioiis. The company 
recognized liabilities for retirement obligations associated ivith certain long-lived assets. in accordance with the relevant 
accounting guidance. An asset retirement obligation 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 statute. a written or oral 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 of the permanent retirement. abandonment or sale of 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 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 market prices. 

As a result of the adoption of FAS 143, Tampa Electric Company recorded an increase to net property, plant and 
equipment of SO. 1 million (net of accumulated depreciation), an increase in regulatory assets of S0.2 million, and an increase to 
asset retirement obligations of 50.3 million. The after-tax charge recorded as a change in accounting principle was not material. 
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For year ended Dec. 3 1,2003. accretion expense associated with asset retirement Obligations for Tampa Elecmc Compm! 
was not material. During this period. no new retirement obiigatlons were incurred and no significant re\.isions to estimated cash 
flows used in determining the recognized asset retirement obligations were necessaq.  FAS 143 was not effectlye for yean  ended 
Dee. 3 1.  2002 and 2001, 

As regulated utilities. Tampa Electric and PGS must tile depreciation and dismantlement studies penodicall!. and recei\ e 
approval from the FPSC before implementing ne" depreciation rates. Included in approved depreciation rates is either an impiici! 
net salvage factor or a cost of removal factor. expressed as a percentage. The net salvage factor is principally compnsed of two 
components - a salvage factor and a cost of remo\.al or dismantlement factor. The company uses currenr cost of removal or 
dismantlement factors as part of the estimation method to approximate the amount of cost of remo\.al In accumulated depreciation. 

Upon adoption of FAS 133 at Jan. 1.2003. the estimated accumulated cost ofremoi.al and dismantlement included in net 
accumulated depreciation at Dec. 31. 2003 and 7-00' of S463.2 million and S440.6 million. respecti\,el>.. \!'as reclassified to a 
regulatory liability for all period presented (see also Sote 3) .  For Tampa Electric and PGS. the onginal cost of utility plant retired 
or othemise disposed of and the cost of removal, or dismantlement. less salvage value are charged to accumulated depreciation and 
the accumulated cost of removal r e sene  reported as a regulator). liabilin.. respecti\.ei\.. 

5. Short-Term Debt 

At Dec. 3 1. 2003 and 2001. the following credit facilities and related borroi\.ings existed 

Credit Facilities Der. 31. 2003 Der. 31. 2002 
Letters Letters 

Credit Borroicirigs o j  Credit Credit BorrouYtigs qf Credir 
lnlilliorlsi Facilities Outstaridirio Otrrsraridirip Facilities 0itrstariiiiti.p Oittstatiditig 
Recourse: 

Tampa Electric: 
1 -year facility s 125.0 s - s -  S 300.0 S - s -  

Total S 250.0 S - s -  S 300.0 S - s -  
- - - - - 3-year facility 125.0 

The credit facility requirements commitment fees of 20 basis points, and drawn amounts are charged interest at LIBOR 
105-1 17.5 basis points. depending upon the amount of the drau.. at current ratings. Kotes payable at Dec. 3 1. 2002 consisted of 
SI 0.5 million of commercial paper with a weighted average interest rate of 1.86%. There were no notes payables at Dec. 3 1,2003. 

On S o v .  7, 2003, Tampa Electric replaced its maturing S300 million credit facility with a SI25 million one-year credit 
facility and a S 125 million three-year credit facility. maturing in No\.ember 2004 and November 2006. respectively. In addition to 
the financial covenants described below and in Sotes 1 and 13. the two new facilities include a covenant limiting cumulative 
distributions after Oct. 3 1 ,2003 and outstanding loans to its parent to an amount representing an accumulation of net income after 
hlay 3 1.  3003 and capital contributions from the parent after Oct. 3 1.1003. plus S450 million. 

6. Common Stock 

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

(ttiillioris. escept per share aniounts) 
col7il7iol7 Stock Issire 

Shares ,d l7101~l1t E x ~ e n s e  Total 

Balance Dec. 3 1.2000 10 S 1.138.8 S (0 .7)  S 1.148.1 
Contributed capital from parent - 170.0 - 170.0 

Balance Dec. 3 1.2001 10 1.318.8 (0.7) 1.3 18.1 
Contributed capital from parent - 217.0 - 2 17.0 

(0.7) 1.535.1 Balance Dec. 3 1.2002 10 1,535.8 
Contributed capital returned to parent - (158.3) - ( 158.3) 

Balance Dec. 3 1. 2003 10 S 1.377.5 S (0.7) S 1.376.8 
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7. Asset Impairments 

In 2003. Tampa Elecmc Company recorded a 548.9 million after-tax charge (S79.6 million pre-tax) to reflect the impaa of 
the cancellation of turbine purchase commitments. .4s reponed previously and in Sore 12. certain turbine nghts had been 
transferred from Other Unregulated operations of TECO Energy to Tampa Elecmc in 2002 for use in Tampa Elecmc's generation 
expansion activities. These cancellations, made in April 2003. iully terminate all turbine purchase obligations. 

8. Restructuring Costs 

In September and October of 2003. TECO Energ!, announced a corporate reorganization to restructure the company along 
functional lines. consistent with its objectives to prow the core utiliy operation. maintain liquidin.. generate cash and maximize the 
value in the existing assets. As a result of  these actions. TECO Energy is now aligned to pro\.ide for centralized o\.ersight along 
functional lines for pou'er plant operations. energy deli\.ery. energ!' management. and human resources and technology support 
sen ices .  The 2003 actions included the involuntary termination or retirement of 232 employees at Tampa Electric Compan!.. 
including officers and other personnel from operations and support senices .  

In 2002. TECO Energy initiated a restructuring program that impacted approximatelv 1 S2 employees at Tampa Electric. 
This program included retirements. the elimination of positions and other cost control measures. The total costs associated with this 
propram included se\'erance. salary continuation and other termination and retirement benefits. 

Tampa Electric recognized a pre-tax expense of S 14.0 million and S 16.6 million for accrued benefits and other termination 
and retirement benefits for the years ended Dec. 3 1, 2003 and 2002. respectively. Tampa Electric Company completed these 
restructuring activities as of Dec. 3 1.2003. A s  of  Dec. 3 1.2003 and 2002. respectively. no adjustments ivere made to the benefits 
initially accrued for and S8.4 million and S16.6 million. respectively. of the accrued benefits u'ere paid or otherwise settled. 

9. Income Tax Expense 

Tampa Electric Company is included in the filing of a consolidated federal income tax retum with TECO Energy and its 
affiliates. Tampa Electric Company's income tax expense is based upon a separate retum computation. Income tax expense consists 
of the following components: 

Income Tax Expense 
ltlliiliotlsl Federal State To ta 1 
2003 

Currently payable s 74.9 S 17.6 s 92.5 
Deferred (16.0) (7.9) (23.9) 
.4mortization of investment tax credits (4.6) - (4.6) 
Total income tax exDense S 54.3 S 9.7 61.0 
Included in other income. net (30.0) 

Included in operating expenses S 94.0 
~ ~~ 

2002 
Currently payable 5 66.7 S 1 4 9  S 81.6 
Deferred 23.2 0 4  23.6 

(4  4) Amortization of  investment tax credits 
Total income tax exDense S 85.5 s 15 3 100.8 

- (4.4) 

Included in other income. net 0.5 
5 100.3 Included in operating expenses 

2001 
Currently payable S 88.6 S 15.7 S 104.3 

(0 .7)  (2.0) 
- (4.4) 

Deferred (1.3) 
Amortization of investment tax credits (4 .4)  
Total income tax expense s 82.8 S 15.0 97.9 
Included in other incqme. net 0.2 

Included in operating expenses . s 97.7 - 
Deferred taxes result from temporary differences in the recognition of certain liabilities or assets for tax and financial 

reporting purposes. The principal components of the company's deferred tax assets and liabilities recognized in the balance sheet are 
as follows: 



Deferred Income Tax Assets and Liabilities 
(millions) Dec. 31, 2003 2002 
Deferred tax assets ( 1 ) 

Propeny related S 93.6 s 90.3 
Leases 3.1 .- 
Insurance r e senes  10.5 I -.- 
Early capacity payments 3.5 6.0 
Other 12.8 15,s 

Total deferred income tax assets 133.5 133.3 
Deferred income tax liabilities ( 1  ) 

7 i  

P r o p e m  related (500.0) ( 5 0 2 . 8 )  
~ ~~ 

Total deferred income tax liabilities (171.5) c4s3 1 )  
.4ccumulated deferred income taxes s r31l 0 )  5 1349s) 
( 1 )  Certain property related assets and liabilities have been netted. 

The total income tax proiisions differ from amounts computed by applying the federal statuto?. tax rate to income before 
income taxes for the following reasons: 

Effective income Tax Rate 
(niillioiis) 2003 '002  2001 
S e t  income ( 1 )  S 123.4 S 196.0 s 177.1 
Total income tax provision ( 1 )  64.0 100.8 97.9 

S 275.0 Income before income taxes ( 1 ) S 187.4 S 196.8 
Income taxes on above at federal statutory rate of 35% S 65.6 S 103.8 S 96.2 
Increase (decrease) due to 

State income tax. net of federal income tax 6.3 10.0 9.8 
Amortization of investment tax credits (1.6) (1.4) (4.5) 
Equity portion of AFUDC (7.0) (8 .7)  (2.3) 
Other 3.7 0.1 (1.3) 

Total income tax provision S 64.0 s 100.8 s 97.9 
Provision for income taxes as a percent of income 

( 1 ) Includes S48.9 million after-tax (S79.6 million pre-tax) charges associated w i t h  cancellation of turbine purchase 
commitments noted above. 

before income taxes 34.25b 3 4. Oo,6 35.64b 

10. Other Comprehensive Income 

Tampa Electric Company reported the following comprehensive income (loss) for the years ended Dec. 3 1,2003.2002 and 
2001 related to changes in the fair value of cash flow hedges: 

Cotriprelietisive income (loss) 
fniilliotisi Gross Tar Net 
2003 
Unrealized gain on cash flow hedges S 3.2 s 1.2 s 2.0 
Less: Gain reclassified to net income (3.2)  (1 .2)  (2.0) 

Total other comprehensive income (loss) S- S- S- 
2002 
Unrealized gain on cash flow hedges S 0.3 s 0.1 s 0.2 
Less: Gain reclassified to net income ( 0 . 2 )  (0.1) (0.1) 

Total other comprehensive income (loss) s 0.1 S- s 0.1 
2001 
Cnrealized (loss) on cash flow hedges s (0.8) S (0.3) S (0.5) 
Less: Loss reclassified to net income 0.7 0.3 0.4 

Total other comprehensive income (loss) s (0.1) S- s (0.1) 

162 



1 1 .  Employee Postretirement Benefits 

Pension Benefits 
Tampa Electnc Company is a participant in the comprehensive retirement plans of  TECO Energ!, (multi-employer plans 1,  

including a non-contributory defined benefit retirement plan ivhich covers substantially all employees. Ii'here appropnate and 
reasonably determinable. the portion of expenses. income. gains or losses allocable to Tampa Electric Company are presented. 
Othenvise. such amounts presented reflect the amount allocable to all participants of the TECO Energy retirement plans. Benefits 
are based on employees' age, years of s e n i c e  and final average earnings. On Apr. 1 .  2000. the plan was amended to pro\,ide for 
benefits to be earned and payable substantially on a lump sum basis through an age and sen,ice credit schedule for eligible 
participants leaving the company on or after July 1.200 1.  Other significant pro ix ions  of the plan. such as eligibiiie. definitions of 
credited sen ice ,  final average earnings. etc.. were largel!, unchanged. This amendment resulted in decreased pension expense at 
TECO Energy of approximately S0.8 million in 2001 and a reduction of benefit obligation of  S6.2 million at Sept. 30. 2001. 

TECO Energy's policy is to fund the plan within the guidelines set by ERISA for the minimum annual contnbution and the 
maximum allowable as a tax deduction by the IRS. In 2004, TECO Energy expects to make a contribution of about S 13.3 million. of 
which Tampa Electric Companj,'s portion is expected to be about S9.1 million. 

Amounts disclosed for pension benefits also include the unfunded obligations for the supplemental executix'e retirement 
plan, non-qualified. non-contributory defined benefit retirement plans ar.ailable to certain senior management. In 2004. TECO 
Energy expects to make a contribution of about 51.7 million to these plans. TECO Energy reported other c0mprehensii.e loss of 
543.9 million and S3.4 million in 2003 and 2001. respectively and other comprehensive income of S0.3 million in 200 1 related to 
adjustments to the minimum pension liability associated \vith the supplemental executive retirement plan. 

The asset allocation for the company's pension plan as of Sept. 30.2003 and 2002. and the target allocation for 2004. b!, 
asset categor).. follows: 

Asset A Hoc at ion 
Target Percentage of Plan Assets 

.4llocation of at Sept. 30. 
Asset caregon' 2004 2003 200' 
Equities 55% - 60% 57Y0 53% 
Fixed income 40% - 45?6 4390 4796 
Real Estate - - - 
Other - - - 

Total - 1 ooo/o 1 ooo /o  

TECO Energy's investment objective is to obtain above average returns while minimizing volatility of  expected returns 
oi'er the long term. The target equitieslfixed income mix is designed to meet investment objectives. TECO Energy's strategy is to 
hire proven managers and allocate assets to reflect a mix of in\,estment styles. emphasize preservation of principal to minimize the 
impact of  declining markets. and stay fully invested except for cash to meet benefit payment obligations and plan expense. 

The assumptions for the expected retum on plan assets were developed based on an analysis of historical market returns, the 
plan's past experience and current market conditions. Estimates of  future market returns are loiver than actual long-term historical 
returns of the plan but were factored into the expected return on asset assumptions to generate a consemative forecast. 

In 2001, TECO Energy elected to change the measurement date for pension obligations and plan assets from Dec. 3 1 to Sep. 
30. The effect of this accounting change was not material. 

Components of net pension expense, reconciliation of the funded status and the accrued pension liability are presented 
beloiv for TECO Energy consolidated. 
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Pension Benefit Expense 

Components of net periodic benefit expense 
(millions) 2003 '00,' 200.' 

S e n k e  cost (benefits earned during the period) s 14.3 s 11.8 s 11.' 
Interest cost on projected benefit obligations 30.8 28.- 2-.9 
Expected retum on assets (42.1 ) (42.9)  (42.0) 

Transition obligation (asset) ( 1 . 1 )  ( 1 . 1 )  ( 1 . 1 )  
Prior s e n i c e  cost (benefit) (0.5,  ( 0 . 5 )  (0.5) 
.4ctuarial (gain) loss 1.4 ( 3 . 7 )  ( 4 . 4 )  

Pension expense (benefit) 2.8 ( - , - )  (8 .9)  
Special termination benefit charge - 

.4mortization of: 

- 7 -  -. 
Additional amounts recormized - - - 

Net pension expense (benefit) recognized in the 
TECO Energy Consolidated Statements of Income ( 1  ) s 2.8 s (5.0) s (8.9) 

Assumptions used to determine net costs 
Discount rate 
Rate of compensation increase 
ExDected retum on plan assets 

6.750/0 ;.500,0 -.50° 0 

4.s200 4.66O,o 4.69'0 
9.000/0 9.00?0 9.OO0o 

( 1 ) Tampa Electnc Company's portion u as S( 1.9) million. (S7.8) million and (S 10.4) million for 2003.2002 and 200 1 I respecti\ el) 

The following table sh0n.s the hnded  status of the qualified and non-qualified pension plans for which the projected 
obligation exceeds the fair value to the plan assets: 

Pension Plans - Projected Obligation Exceeds Plan Assets 
fniiiiionsJ Dec. 3 1. 2003 2002 

S 455.1 Projected benefit obligation S 554.5 
Fair value of Dlan assets 191 8 171 9 

S 83.2 
S 400.8 

Projected obligation in excess of plan assets S 162.7 
Accumulated benefit obligation s 480.0 - -- 

As of Dec. 3 1. 2003, for the qualified and non-qualified pension plans. the accumulated obligation exceeded the fair 
\.slue of the plan assets. As of Dec. 3 1. 2002, the accumulated obligation exceeded the fair value of the plan assets for only the 
non-qualified pension plan. The table below shows the funded status at the end of 2003 and 2002 for the respective plans: 

Pension Plans - Accumulated Obligation Exceeds Plan Assets 
/tiiil/iotisJ Dec. 3 1,  2003 2002 ( 1 )  
Projected benefit obligation s 480.0 $ 32.8 
Fair value of plan assets 391.8 - 

Accumulated obligation in excess of Dlan assets S 88.2 S 32.8 
Accumulated benefit obligation s 554.5 s 41.3 

( 1 )  In  2002 only the non-qualified plan is presented due to the fact that the fair value of plan assets esceeded the accumulated 
obligation for the qualified plan. 



Reconciliation of the funded status of the retirement pian and the accrued pension prepaymenti(1iabilip) 
(millions) 2003 -7ciCI: 
Change in benefit obligation 
Net benefit obligation at prior measurement date s 455.1 s 3s2.3 
S e n i c e  cost 14.3 11.8 
Interest cost 30 ,s  18.- 
Actuarial loss 89.7 58.3 
Plan amendments - 1 . 1  
Special termination benefits - 

Curtailment (1.9) 
Gross benefits paid ( 3 3 . 5 )  129.81 
Net benefit obligation at measurement date s 554.5 s 455.1 

Fair \.slue of plan assets at prior measurement date S 371.9 s 4’S.O 
Actual return on plan assets 51,- (24.9) 
Employer contributions I .7 1.7 
Gross benefits paid (including expenses) ( 3 3 . 5 )  (32.9) 

1 -  -. I 

- 

Change in plan assets 

Fair value of plan assets at measurement date S 391,s  S 371.9 
Funded status 
Fair value of plan assets s 391.8 S 371.9 
Benefit obligation 554.5 455.1 
Funded status at measurement date (161.7) (83.2) 
Net contributions after measurement date 6.7 0.4 
Unrecognized net actuarial loss 165.6 88.9 
Unrecognized prior service cost (benefit) (6.9) (7.4) 
Lnrecognized net transition obligation (asset) (1.4) (2.5) 
Accrued liabiliy at end of year S 1.3 S (3.8) 
Amounts recognized in the statement of financial position 

s 14.8 Prepaid benefit cost S 16.9 
Accrued benefit cost (15.7) (18.5) 
Additional minimum liabilitl. (S2.7) (13.8) 
Intangible asset 1.3 1.5 
Accumulated other comprehensive income 81.5 12.1 
Net amount recognized at end of year s 1.3 s (3.8) 
Assumptions used in determining actuarial valuations 
Discount rate to determine projected benefit obligation 6.00°,6 6.75Yo 
Rate of increase in compensation levels 4.25? 0 9.0Yo 

__c 

Other Postretirement Benefits 
Tampa Electric provides certain postretirement health care and life insurance benefits for substantially all employees 

retiring after age 50 meeting certain service requirements. The company contribution toward health care coverage for most 
employees ivho retired after the age of  5 5  between Jan. 1. 1990 and June 30. Z O O 1  is limited to a defined dollar benefit based on 
years of sen ice .  On April 1, 2000, the company adopted changes to this program for participants retiring from the company on or 
after July I ,  200 I .  The company contribution toward pre-65 and post-65 health care coverage for most employees retiring on or after 
July 1. 2001 is limited to a defined dollar benefit based on an age and s e n i c e  schedule. The impact of  this amendment, including a 
change in the company’s commitment for future retirees combined with a grandfathering provision for current retired participants, 
resulted in a reduction in the benefit obligation of SI .4 million in 2001. In 2004. TECO Energy expects to make a contribution of  
about 59.5 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 part at any time. 

On Dec. 8.2003. President Bush signed into law the Medicare Prescription Drug. Improvement and Modernization Act of 
2003 (the Act). Beginning in 2006. the new law adds prescription drug coverage to Medicare. with a 28% tax-free subsidy to 
encourage employers to retain their prescription drug programs for retirees. along with other key provisions. TECO Energy’s current 
retiree medical program for those eligibie for Medicare (generally over age 65) includes coverage for prescription drugs. The 
company is continuing to analyze the potential impact the . k t  may have on the company‘s FAS 106, Etiiplo?,ers ’ Accountingfor 
Postretirement Benefits Other Than Pensions, expense and what. if any, plan design changes should be made with respect to the 
company’s retiree medical program in response to the Act. 



The following charts s u m a n z e  the income statement and balance sheet impact. as ne11 as the benefit Obligations. assets. 
funded status and rate assumptlons associated with other postretirement benefits. 

Other Postretirement Benefit Expense 
lmillionsl 3003 200: :oU; 
Components of net periodic benefit expense 
S e n i c e  cost (benefits earned during the period) S 2.6 S 2.4 s 1.3 
Interest cost on projected benefit obligations 9.3 8.6 8 .4 

Transition obligation (straight line over 20 years) 2.1 2.1 - . I  

Prior s e n i c e  cost 1 .- 1 .- 1 .- 
Actuanal loss 1 .@ 0.1 0.3 

Pension expense 16.7 14.9 14,s 
Special termination benefits - 
.4dditional amounts recognized 0.1 (0.1) 
Net periodic postretirement benefit expense S 16.8 s 15.4 s 14.8 

Amortization of 
1 '  

- 0.6 
- 

- -- 
The accumulated postretirement benefit obligation exceeds plan assets for the postretirement health and n elfare 

benefits plan. 

Reconciliation of the funded status of the postretirement benefit plan and the accrued liabiliv 

Change in benefit obligation 
Net benefit obligation at prior measurement date S 138.8 S 114.8 
S e n i c e  cost 2.6 2.4 
Interest cost 9.3 8.6 
Plan participants' contributions 1 .o 0.8 
Actuarial loss 3.1 17.3 
Special termination benefits - 0.6 
Gross benefits paid (8 .0)  ( 5 . 7 )  
S e t  benefit obligation at measurement date S 146.8 S 138.8 
Change in plan assets 

(niilliotis) 2003 2002 

Fair \.slue of plan assets at prior measurement date 
Employer contributions 7.0 4.9 
Plan participants contributions 1 .o 0.8 
Gross benefits paid (including expenses) (8.0) (5.7) 
Fair value of plan assets at measurement date s -  s -  

- - 

Funded status 
Funded status at measurement date S (146.8) S (138.8) 
Net contributions after measurement date 1.8 1.5 
Unrecognized net actuarial loss 31.5 29.5 
Unrecognized prior s en ice  cost 18.7 20.3 
Unrecognized net transition obligation 19.0 21.1 
Accrued liability at end of year S (75.8) $ (66.4) 
Assumptions Used in Determining Actuarial Valuations 
Discount rate to determine projected benefit obligation 6.0056 6.75% 

Employer contributions and benefits paid in the above tables include both those amounts contributed directly to, and paid 
directly from both plan assets and directly to plan participants. The assumed health care cost trend rate for medical costs was 1 1.5% 
in 2003 and decreases to 5.0% in 2013 and thereafter. 

A 100 basis point increase in the medical trend rates would produce a 3 percent (S0.4 million) increase in the aggregate 
sen ice  and interest cost for 2003. and a 4 percent (S5.4 million) increase in the accumulated postretirement benefit obligation as of 
Sept. 30, 2003. 

A 100 basis point decrease i n  the medical trend rates would produce a 2 percent (S0.3 million) decrease in the aggregate 
s e n i c e  and interest cost for 2003 and a 2 percent (S3.5 million) decrease in the accumulated postretirement benefit obligation as of 
Sept. 30. 2003. 
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12. Related Part\. Transactions 

In  February 3002. Tampa Electric and TECO-Panda Generating Company (TPGC) 11. an affiliate of TECO \i.holesaie 
Generation. entered into an assignment and assumption agreement under which Tampa Elecmc obtained TPGC 11's rights and 
interests to four combustion turbines being purchased from General Electric. and assumed the corresponding liabiiities and 
obligations for such equipment. In accordance with the terms of the assignment and assumption agreement. Tampa Electric paid 
S62.5 million to TPGC I1 as  reimbursement for amounts ahead), paid to General Elecmc b). TPGC I1 for such equipment. No gain Oi 
loss was incurred on the transfer. In the first quarter of2003. Tampa Electric recorded a S48.9 million after-tax charge related to the 
cancellation of these turbine purchase commitments (see Sote 7 ) .  

In  the second and third quarters of  2003. Tampa Electric returned approximatel). S 158 million of capital to TECO Energ).. 
TECO Energy had previously contributed capital to Tampa Elecmc in support of Tampa Elecmc's construction program in the 
wholesale business. a.hich was subsequently scaled back. 

In October 2003. Tampa Electric signed a five-year contract renev..al u,ith a TECO E n e r g  affiliate cornpan). TECO 
Transport Corporation. for integrated waterbome fuel transportation sen,ices effecti\.e Jan. 1. 2004. The contract calls for inland 
river and ocean transportation along with rii.er terminal storage and blending s e n i c e s  for up to 5.5 million tons of coal annuall) 
through 2008. See Sote  3 for additional details. 

A summary of activities benveen Tampa Electric Compan!, and its affiliates follou,s: 

Set  transactions Rith affiliates: 
fniilliotis) 2003 2002 2001 
Fuel and interchange related. net S 152.4 S 114.9 S 162.0 
Administrative and general. net S 13.7 s 10.: s 22.1 

Amounts due from or to affiliates of the company at Dec. 31. 
lmiliiotis) 2003 2002 
Accounts receivable ( 1 )  S 4.5 S 6.6 

( 1 ) Accounts receivable and accounts payable were incurred in the ordinary course of  business and do not bear interest 

13. Segment Information 

Tampa Electric Company is a public utility operating within the state of Florida. Through its Tampa Electric division. i t  is 
engaged in the generation. purchase. transmission. distribution and sale of electric energy to more than 6 12,000 customers in West 
Central Florida. Its Peoples Gas System division is engaged in the purchase. distribution and marketing of natural gas for more than 
299.000 residential, commercial, industrial and electric pon'er generation customers in the state of Florida. 

Segment Information 

fniilliotis) Electric Gas Eliniitiariotis Conipanj, 
2003 

Tart ipa Peoples Other & Turiipu Elecfric 

Revenues - outsiders S1.582.7 s 408.4 s -  SI  ,991.1 
Sales to affiliates 3.4 - (0.7) 2.7 

Total revenues S 1.586.1 s 408.4 s (0.7) S1.993.8 
Depreciation 210.3 32.7 - 213.0 
Restructuring costs (1 )  9.9 4.1 - 14.0 
Interest charge 85.0 15.6 - 100.6 
Provision for taxes 48.1 (2)  15.2 
Net income S 98.9 s 24.5 s -  S 123.4 
Total assets 1.191.3 65 1.5 (7.1)  4,835.7 
Capital expenditures S 289.1 S 42.6 s -  S 331.7 

- 63.3 (2)  
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Segment Information - continued 

(millions) Electric Gas Eliniirzarions Co nipa n!, 
2002 

Revenues - outsiders S1.548.9 s 318.1 s -  S1.867.0 
Sales to affiliates 34.3 - (0.7'1 33.6 

Total revenues S1.583.2 S 318.1 s (0.7) S 1.900.6 

- 16.6 
Interest charge 51.5 14.8 - 66.3 
Provision for taxes 85.7 14.7 - 100.4 
Net income S 171.8 s 100.4 s -  S 196.0 
Total assets 4.135.0 650.2 (6.9)  4.-7s.3 
Capital expenditures S 632.2 s 53.4 s -  S 685.6 

Revenues - outsiders 9 .380 .1  S 352.9 s -  s 1.-33.0 
Sales to affiliates 32.6 - (0 .9)  31.7 

Total revenues 51.412.7 s 352.9 S (0.9) S1.764.7 
Depreciation 173.4 27.9 - 201.3 
Restructuring costs - - - - 

13.1 Interest charge 60.8 14.3 - 

Provision for taxes 83.5 14.2 - 97.7 
Net income S 154.0 s 23.1 s -  s 177.1 
Total assets 3.693.0 605.0 (6.0) 4.2 9 2.0 
Capital expenditures S 426.3 S 73.0 s -  s 499.3 

Tampa Peoples Other 6. Tampa Electric 

Depreciation 189.8 30.5 ( 0 . 2 )  220.1 
Restructuring costs (2)  16.6 - 

2001 

- -  

- 
( 1 ) See Note 8 for a discussion of restructuring charges in 2003 and 2002. 
( 2 )  S e t  income for 2003 includes a 538.9 million after-tax charge (79.6 million pre-tax) asset impairment charge related to the 

turbine purchase cancellations (see Kote 7).  

11. Commitments and Contingencies 

Capital Investments 
For 2004, Tampa Electric expects to spend S 182.9 million. consisting of S9.3 million (committed as of Dec. 3 1 ,2003)  for 

the completion of the repowering project at the Gannon Station. S 18.2 million for environmental expenditures and S155.3 million to 
support system growth and generation reliability. Tampa Electric's estimated capital expenditures over the 2005-2008 period are 
projected to be S 1.006.4 million, including S323.8 million for environmental expenditures. 

Capital expenditures for PGS are expected to be about S40 million in 2004 and S 160 million during the 2005-2008 period. 
Included in these amounts are approximately S25 million annually for projects associated with customer growth and system 
expansion. The remainder represents capital expenditures for ongoing maintenance and system safety. 

Legal Contingencies 
Three lawsuits have been filed in the Circuit Court in Hillsborough County against Tampa Electric, in connection with the 

location of transmission structures in certain residential areas, b). residents in the areas surrounding the structures. The high-voltage 
power lines are needed by Tampa Electric to move electricity to the northwest part of its service territory Lvhere population growth 
has been experienced. The residents are seeking to remove the poles or to receive monetary damages. Tampa Electric is working 
with the community to determine the feasibility of alternate routes or structures or some combination. 

From time to time Tampa Electric Company is 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 appropnate, 
accruals are made in accordance with FAS 5, Accounting for Contingencies. to provide for matters that are reasonably likely to result 
in an estimable, material loss. While the outcome of such proceedings is uncertain. management does not believe that the ultimate 
resolution of pending matters will have a material adverse effect on the company's results of operations 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 party for 

certain superfund sites and, through its Peoples Gas division. for certain former manufactured gas plant sites. While the joint and 
several liability associated with these sites presents the potential for significant response costs, as of Dec. 3 1,2003, Tampa Electric 
Company has estimated its ultimate financial liability to be $20 million, and this amount has been accrued in the company's financial 
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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 attnbutable to Tampa Electric Cornpan!. 
The estimates to perform the work are based on actual estimates obtained fiom contractors. or Tampa Elecmc Compan>.'s expenencc. 
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. 

Allocation of the responsibility for remediation costs among Tampa Elecmc and other potentiall). responsible parties (PRPs)  
is based on each party's relative ownership interest in or usage of a site. According]!.. Tampa Elecmc's share of remediation costs 
varies with each site. In virtually all instances \{.here other PRPs are involved. those PRPs are considered creditw,onhy. 

Factors that could impact these estimates include the abili? 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. additional liabilit). that might anse 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 
Tampa Electric Company has commitments under long-term operating leases. pnmarily for building space. office equipment 

and heavy equipment. Total rental expense included in the Consolidated Statements of  Income for the years ended Dec. 3 1.2003. 
2002 and 200 1 w'as S6.2 million. S6.1 million and 56.1 million. respectively. The fol1oLving table is a schedule of future minimum 
lease payments at Dec. 3 1. 2003 for all operating leases Lvith noncancelable lease terms in excess of  one year: 

Future 1Iinimum Lease Payments for Operating Leases 
Iear etided Dec. 31: Amount (niillions) 

2004 S 4.6 
2005 4.6 
2006 4.1 
2007 2.5 
200s 0.3 

~ 

Total minimum lease payments S 16.3 - - P 

In 1994. Tampa Electric bought out a long-term coal supply contract which would have expired in 2004 for a lump sum 
payment of 525.5 million. In February 1995. the FPSC authorized the recovery of this buy-out amount plus carrying costs through 
the Fuel and Purchase Power Cost Recovery Clause over the 10-year period beginning Apr. I ,  1995. In each of the years 2003.2002 
and 2001. S2.7 million of buy-out costs ivere amortized to expense. 

Guarantees and Letters of Credit 
On Jan. 1,  2003, Tampa Electric Company adopted the prospective initial measurement provisions for certain types of 

guarantees, in accordance with FASB Interpretation No. (FIN) 45. Gzraratitor 's Accountirig arid Disclositre Requzrenients f o r  
Guarantees. Including Iridirect Guaraiitees ofItidebtedriess of Others (ari interpretatiori of FASB Statenients No. 5. 57, and IO7 and 
rescissioti of FASB Interpretation No. 34) .  Upon issuance or modification of  a guarantee after Jan. 1 .  2003. the company must 
determine if the obligation is subject to either or both of the follo\ving: 

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  FIX 45. Such guarantees must initially be recorded at fair value. as determined 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 provisions of  the 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. 

As of  Dec. 31, 2003, Tampa Electric Company had outstanding letters of credit of S0.9 million, which guarantee 
performance to third parties related to debt service. 

Tampa Electric Company also enters into commercial agreements in the normal course of  business that typically contain 
standacd indemnification clauses. Tampa Electric Company may sometimes agree to make payments to compensate or indemnify the 
counterparty for legal fees. environmental remediation costs and other similar costs arising from possible future events or changes in 
laws or regulations. These agreements cover a variety of goods and senices .  and have varying triggering events dependent on 
actions by third parties. 

Initial recognition and initial measurement of  a liability: and/or 
Disclosure of specific details of  the guarantee. 
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Tampa Electnc Company is unable to estimate the maximum potential future exposure under these clauses because the 
events that would obligate Tampa Elecmc Company ha\ e not occurred. or  if such e\ ent has occurred. Tampa Elecmc Compm! has 
not been notified of any occurrence As claims are made or changes in l a u s  or regulations indicate. an amount related to the 
indemnification IS reflected in the financial statements 

Financial Covenants 
A summary of  Tampa Electric’s significant financial coL’enants is as folious: 

Tampa Electric Significant Financial Covenants 
(millions) 
Insrrunzeiir Financial Coi,enanr ( 1 )  Requireriienr Resrricrion Caiculorion a! Der. 31, 200.3 
Tampa Electric 
M o n i a g e  bond indenrure Dividend restnction 

PGS senior notes EBIT interest (3)  
Restricted payments 
Funded debt capital 
Sale of assets 

EBITDA interest (3)  
Restnction on 

distributions 

Limit on liens 

Credit facilit> Debt capital 

6.25% senior notes Debt  capital 

Cumulative distributions cannot 
exceed cumu1atiL.e net 
income plus S4 

Minimum of 2.0 times 
Shareholder equity at least S500 
Cannot exceed 65080 
Less than 2090 of total assets 
Cannot exceed 6006 
Xlinimum of  2.5 times 
Limit on cumulative distributions 

Cannot exceed 6096 
Cannot exceed S787 

and outstanding affiliate loans ( 3 )  

S i  unrestricted ( 2 )  

3.5 times 
S 1.652 
5 0 . 5 O O  
-0, 0 

-19 2 9 0  

5.8 times 
S-183 unrestricted 

49.256 
S362 

As defined in applicable instrument. 
Reflects the determination as of  Dec. 31, 2003. after giving effect to S158 million distributed to TECO Energy as a return of 
capital during 2003. There were S75 million of callable bonds outstanding under the indenture at Dec. 3 I .  2003. 
EBIT generally represents earnings before interest and taxes. EBITDA generally represents EBIT before depreciation and 
amortization. However, in each circumstance. the term is subject to the definition prescribed under the relevant legal 
agreements. 
Limits cumulative distributions after Oct. 3 1.2003 and outstanding affiliate loans to an amount representing an accumulation of 
net income after May 3 1. 2003 and capital contributions from the parent after Oct. 3 1 .  2003. plus SA50  million. 

15. S e w  Accounting Pronouncements 

Am end men t to Derivatives Accounting 
In April 2003, the FASB issued FAS 149. Anietzdnient of Srarenierit 133 on Deri\*ati\,e I)istiiii?ie)irs and Hedging Acrivities, 

Lvhich clarifies the definition of a derivative and modifies. as necessav.  FAS 133 to reflect certain decisions made by the FASB as 
part of the Derivatives Implementation Group (DIG) process. The majority of the guidance u’as already effective and previously 
applied by the company in the course of the adoption of  FAS 133. 

In particular, FAS 149 incorporates the conclusions previously reached in 2001 under DIG Issue CIO, “Can Oprion 
Contracts and Forward Contracts with Optionalin- Features Q u a l ~ - f o r  rlie Kornial Purchases and JVorriial Sales Exception”, and 
DIG Issue C 15, “Normal Purchases and Normal Sales Exception for Certain Oprion-Tlpe Conrracrs and Forward Conrracrs in 
Eiectricio, ”. In limited circumstances, when the criteria are met and documented, Tampa Electric Company designates option-type 
and fomard  contracts in electricity as a normal purchase or normal sale (SPh’S) exception to FAS 133. A contract designated and 
documented as qualifying for the KPNS exception is not subject to the measurement and recognition requirements of FAS 133. The 
incorporation of the conclusions reached under DIG Issues C10 and C l 5  into the standard !vi11 not have a material impact on the 
consolidated financial statements of Tampa Electric Company. 

FAS 149 establishes multiple effective dates based on the source of the guidance. For all DIG Issues previously cleared by 
the FASB and not modified under FAS 149, the effective date of the issue remains the same. For all other aspects of  the standard, 
the guidance is effective for all contracts entered into or modified after June 30, 2003. The company does not anticipate that the 
adoption of the additional guidance in FAS 149 will have a material impact on the consolidated financial statements. 
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Financial Instruments with Characteristics of both Liabilities and E q u i e  
In May 2003. the FASB issued FAS 150. Accounting fo r  Certain Financial Instruments with Chr;rcterisr:cs q 7 . h : ; :  

Liabiliries and €qui?, which requires that an issuer classify certain financial instruments as a liability or an asset. Pre\.iousi!. 
financial instruments with charactenstics of both liabilities and equity "ere classified as equiQ'. Financial instruments subjec! ti7 

FXS 150 include financial instruments ivith any of the following features: 
An unconditional redemption obligation at a specified or determinable date. or upon an e\'ent that IS certain to occu:. 
An obligation to repurchase shares. or indexed to such an obligation. and ma!' require physical share or net cash 
settlement; 
An unconditional, or for new issuances conditional. obligation that ma" be settled b!, issuing a \.anable number o!' 
equity shares if either ( a )  a fixed monetary amount is knoLvn at inception. ( b )  the i,anabilit!. is indexed to something 
other than the fair value of the issuer's equit), shares, or ( c )  the \.ariability mol'es in\.ersely to changes in the fair 1,aIue 
of the issuer's shares. 

The standard requires that all such instruments be classified as a liability. or an asset in certain circumstances. and initiall! 
measured at fair J.alue. Forward contracts that require a fixed ph!,sical share settlement and mandatorii!, redeemable financial 
instruments must be subsequentlj, re-measured at fair \.slue on each reponing date. 

This standard is effecti\ze for all financial instruments entered into or modified afier hla!, 3.1. 2003.. and for all other 
financial instruments at the beginning of the first intenm period beginning after June 15.2003, The adoption of F.IS I50 has had no 
material impact on the consolidated financial statements. 



Item 9. CHANGES IS AND DISAGREE!lIESTS V'ITH ACCOUNTASTS OX ACCOL'STISG ASD FIS.4SCI.4L 
DISCLOSURE. 

During the period Jan. 1 ,2002 to the date of this report. neither TECO Energy nor Tampa Elecmc Compan! has had or h3_'- 
filed u i th  the Commission a repon as to any changes in or disagreements i\ith accountants on accounting pnnciples or practice>. 
financial statement disclosure. or auditing scope or procedure 

Item 9A. COKTROLS AND PROCEDCRES 

TECO Energy, Inc. 

(a) Evaluation of Disclosure Controls and Procedures. TECO Energy's Chief Executi\.e Officer and Chief Financial 
Officer have evaluated the effecti1,eness of  TECO Energ>,'s disclosure controls and procedures (as such term is defined in 
Rules 13a- l j (e )  and I j d - l j i e )  underthe Securities Exchange . k t  of 1934. as amended (the"Exchange Act")) as ofthe end 
of the period co\,ered by this annual report (the "Evaluation Date"). Based on such e\.aluation. such officers h a \ e  
concluded that. as of the Evaluation Date. TECO E n e r g ' s  disclosure controls and procedures are effecti\.e and designed to 
ensure that the information relating to TECO Energy (including its consolidated subsidiaries) required to be included in 

TECO Energy's reports filed or submitted under the Exchange Act is recorded. processed. summanzed and reported within 
the requisite time periods. 

(b) Changes in Internal Controls. There ha \e  not been any changes in TECO EnergJ's internal controls over financial 
reporting that have materially affected. or are reasonably Ilkelk to materially affect. such controls 

Tampa Electric Company 

(a) Evaluation of Disclosure Controls and Procedures. Tampa Electric Company's Chief Executive Officer and Chief 
Financial Officer have ei.aluated the effectiveness ofTampa Electric's disclosure controls and procedures (as such term is 
defined in Rules 13a-l j (e)  and l jd - l j (e )under  the Securities Exchange Act of 1934. as amended (the "Exchange Act")) as 
of a date Lvithin 90 days prior to the filing date of this annual report (the "Evaluation Date"). Based on such evaluation, 
such officers have concluded that. as of the Evaluation Date, Tampa Electric's disclosure controls and procedures are 
effective and designed to ensure that the information relating to Tampa Electric (including its consolidated subsidiaries) 
required to be included in Tampa Electric's reports filed or submitted under the Exchange ,4ct is recorded. processed, 
summarized and reported within the requisite time periods. 

(b) Changes in Internal Controls. There have not been any significant changes in Tampa Electric's intemal controls over 
financial reporting that have materially affected. or are reasonably likely to materially affect. such controls. 

51  

172 



PART 111 

Item 10. DIRECTORS AND EXECCTIVE OFFICERS OF THE REGISTRAST 

l a )  The information required by Item 10 H.ith respect to the directors of the  registrant is included under the caption "Election 
of  Directors" on pages 1 through 2 of TECO Energy's definitive p r o s .  statement. dated \larch 2 5 .  2004. for its .4nnuai 
Meeting of Shareholders to be held on .4pnl 28. 2004 (Pros!. Statement) and is incorporated herein b!. reference. 

The information required by Item 10 concerning executive officers of  th; registrant IS included under the caption 
"Executive Officers of the Registrant" on page 2 1 of this report. 

ib)  

( c )  The information required b\ Item 10 conceming Section 16(a)  Beneficial Oiinership Reporting Compliance is included 
under that caption on page 20 of the Prox! Statement and is incorporated herein b> reference 

( d )  TECO Energy has had a code ofethics applicable to all of its employees and officers for man>.!'ears. I t  was expanded to 
apply to the Board of Directors in 2001. The text of the Sraridar-ds qfiiiregrin, is available on the compan>.'s u.ebsite at 
\\ 'w\\'.tecoeneri~\ .com under In\.estor Relations. .4n>, amendments to or n.ai\.ers of the Sraridar-ds of'itircyrio. for the 
benefit of any executive officer or director \vi11 also be posted on the nebsite. 

( e )  Information regarding TECO Energy's Audit Committee is included on pages 3 and 19 of the Prox? Statement. and is 
incorporated herein by reference. 

Item 11. ENECC'TIi'E CORIPENSATIOS. 

The information required by Item 11 is included in the Prosy Statement beginning on page 6 under that caption and 
ending on page 1 1 just above the caption "Approi.al of the 2001 Equity Incentive Pian". and under the caption "Compensation 
of Directors" on page 3. and is incorporated herein by reference. 

Item 12.SECLTRITE' 0M.SERSHIP OF CERTAIS BEKEFICIAL OFj'SERS ASD JIANAGEAIEST. 

The information required by Item 12 is included under the caption "Share Ownership" on pages 4 and 5 of  the Proxy 
Statement and under the caption "Equity Compensation Plan Information" on page 15 of  the Proxy Statement. and is 
incorporated herein by reference. 

Item 13. CERTAIN RELATIONSHIPS AND RELATED TRASSACTIOSS. 

The information required by Item 13 is included under the caption "Certain Relationships and Related Transactions" on 
page 4 of the Proxy Statement, and is incorporated herein by reference. 

Item 14. PRINCIPAL ACCOUNTING FEES AND SERVICES. 

The information required by Item 14 is included under the caption "Independent Public Accountants" on pages 19 and 
20 of the Proxy Statement and is incorporated herein by reference. 
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Item 15. EXHIBITS, FISASCLAL STATE3IEST SCHEDULES. A S D  REPORTS OS FORbI 8-K. 

(a )  Certain Documents Filed as Part of this Form IO-K 
1 .  Financial Statements 

TECO Energ),, Inc. Financial Statements - filed as part of Exhibit I3 of  this report. and 1s hereb! 

Tampa Electric Company Financial Statements - See index on page 25  

Condensed Parent Company Financial Statements Schedule I -pages 54 - 5 5  
TECO Energy. Inc. Schedule I1 -page 58 
Tampa Elecmc Company Schedule I1 -page 59 

incorporated by reference. 

2 .  Financial Statement Schedules 

3 .  Exhibits - See index beginning on page 63 

(b)  Reports on Form 8-K - in process 

TECO Energ>.. Inc. filed or hmished  the follon.ing reports on Form 8-K during the last quarter of 2003 

1.  Current Report on Form 8-K of Oct. 23. 2003. filing under “Item 5 .  Other E\.ents”, to report TECO Energy. Inc.‘s 
entering into on a Suspension Agreement in connection ivith TECO Energy‘s Construction Cndertaking Agreements 
(Construction Undertakings) and other guaranty agreements for the Lnion and Gila River projects. and furnishing 
under “Item 12. Results of Operations and Financial Condition”. TECO Energy‘s unaudited financial results for the 
three-month and nine-month periods ending Sept. 30. 2003. 

2. Current Report on Form 8-K of Oct. 30. 2003, furnishing under “Item 12. Results of  Operations and Financial 
Condition”. unaudited financial and other unaudited financial data for the three-month, nine-month and 12-month 
periods ended Sept. 30. 2003 and 2002. and non-GAAP eamings per share information. 

TECO Energy. Inc. filed or hmished  the following reports on Form 8-K subsequent to Dec. 3 1 ,  2003. 

1. Current Report on Form 8-K of  Feb. 2.2004, filing under “Item 5 .  Other Events”. to announce that TECO Energy the 
Union and Gila River project companies and the lending banks had entered into a standstill agreement through Feb. 5 ,  
2001 relating to matters covered by the Suspension A, oreement. 

2 .  Current Report on Form 8-K of Feb. 5. 2001. filing under “Item 5 .  Other Events”. to announce TECO Energy’s 
decision to exit from Its ownership of the Union and Glla River projects and to cease further funding of these plants. 

3 .  Current Report on Form 8-K of  Feb. 9. 2004, fumishing under ”Item 12. Results of Operations and Financial 
Condition”, financial results for the three-month and tLvelve-month periods ended Dec. 3 I .  2003. 

4. Current Report on Form 8-K of hlar. 3, 2004. fumishing under ”Item 12. Results of  ODerations and Financial 
Condition”. revised 2003 financial results for TECO Energy. Inc. 

Tampa Electric Company did not file any reports on Form 8-K during or subsequent to the last quarter of 2003. 

( c )  The exhibits filed as part of this Form 10-K are listed on the Exhibit Index immediately preceding such Exhibits. The 
Exhibit Index is incorporated herein by reference. 
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SCHEDULE I - COSDESSED PARENT CO3IPASY FISASCIAL ST.ATE3IESTS 

TECO ESERGY. ISC. 
PAREST CO3IPASY O S L l '  

Condensed Balance Sheets 

Assets 

Current assets 
Cash and cash equivalents s 3 8 0  s 3 - 0 9  
Restricted cash 6 9  
Ad1 ances to affiliates 3.078 1 '.3S0 1 
Accounts receiL able from affiliates 3 4  
Other current assets 1 1  4 13 0 

Total current assets 3.128. I 2.-64 0 

- 

- 

Other assets 
in1,estment in subsidiaries 
Deferred income taxes 

1.35 1 .S 
293.5 

Other assets 46.7 46.3 
Total other assets 1.721.7 3.913.3 

Total assets S 4.819.8 S 5.677.2 

Liabilities atid capital 

Current liabilities 
Notes payable s 37.5 S 350.0 
Accounts payable to affiliates 0.3 19.1 
Accounts pay ab le 31.9 33.3 
Interest payable 19.7 'I 4 
Other current liabilities 9 1  4.5 

Total current liabilities 88 0 427.3 

Other liabilities 
Advances from affiliates 233.9 221.0 
Deferred income taxes 117.1 - 

Long-term debt 
Junior subordinated 669.3 669.3 
Others 1,958.8 1,656.5 

Other liabilities 101.7 91.4 
Total other liabilities 3.083.1 2.638.2 

Capital 
Common equity 187.8 175.8 
Additional paid in capital 1.220.8 1.094.5 
Retained eamings 339.5 1.413.7 
Accumulated other comprehensive income (55.8) (41.2)  
Common equity 1.692.3 2.642.8 
Unearned compensation (14.6)  (31.1) 

Total camtal 1.677.7 2.61 1.7 

Total liabilities and capital S 4.849.8 5 5.677.2 

The accompanying notes are an integral part of the condensed financial statements. 
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SCHEDULE I - COSDESSED PAREST CO\IPAN17 FIS.ASCI.AL ST.ATE3lETTS 

TECO ENERGY. INC. 
PAREST COhIPASI. OSLY 
Condensed Statements of Income 

iniiiiiorzsi 
For [he i'ears ended Dec. 31 

Revenues s 4 4  5 6 . -  s 2.0 

Expenses 
- $6 6 3  

Total expenses 9 s  S b  b 5  

--l Administratit e and general expenses 
Restrucruring charees 2 6  - - 

Income from operations (5 4! ( 1  9 1  (-1 SI 

Loss on debt extinguishment 
j Losses) earnings from investments in subsidiaries 

- (34.1 i - 
( S 7 3 . 1 )  3 6 3 , s  30s.-  

Interest income (expense) 
Interest income 

Interest expense 
-?  Affiliates 139.3 i '0.0 I -.9 

.4 ffi I iat es (43,O) (40.1) (17.5) 

Total interest expense (75.6) (23 .5)  (1.21 
Others (171.91 (103.4! (56.6, 

(Loss) income before income taxes (954.7) 301.3 301.7 

(Benefit) for income taxes (48.0) (75 .8)  (1.01 

Set  (loss) income from operations (906.2) 330.1 303.7 

- - Cumulative effect of change in accounting principle. net of tax (3 .7)  

S (909.4) S 330.1 S 303.7 Set  (loss) income 

The accompanying notes are an integral pan of the condensed financial statements 



SCHEDC'LE I - COSDESSED PAREST CO3IP.ASY FISASCIAL STATE\IESTS 

TECO ENERGY. ISC. 
PARENT CO3IPASI' OSLY 

Condensed Statements of Cash Flows 

I ? ? l l ~ ~ l O l l ~ J  

For rile l e a n  ended Der. 31. 200; -'00-' -'OO.' 

Cash flows from operating activities s 10.2 5 ( S ' l l  s ( 1 2 5 0 )  

Cash flows from investing activities 
Investment in subsidiaries 156.7 (X2 .41  (40S.21 
Dilidends from subsidiaries 296.0 3 l b . l  30-.6 
S e t  change in affiliate advances 1-4 1.2 i ( 1.23O.Sl is11.3r 

Cash fl0u.s from investing acti\.ities i 28S.5  1 i 1.14-.1' (41 1.9) 

Cash flows from financing activities 
Dii.idends 10 shareholders (16-5.2) 12!5.Si ( l S 4 . 2 )  
Common stock 136.6 5'2.6 348.1 
Proceeds from long-rem debt - others 796.8 1.510.9 1 .0 12.2 
Repayment of long-term debt - others - (600.0) (153.21 
S e t  increase (decrease) in short-tem debt (312.5) 350.0 - 
Equitv contract adjustment p a g "  120.3) (15 .3)  - 

Cash flows from financine activities (64.6) I .602.1 ! . O X 2  

b e t  (decrease) increase in cash and cash equibalents (342 9 )  3" 9 (46 - 1  

Cash and cash equibalents at beginning of period 370 9 ( 2  0) 11 7 

Cash and cash eauibalents at end of period s 28 0 S 3709 S ( 2 0 )  
~ ~~ 

The accompanying notes are an integral part o f t h e  condensed financial statements 
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SCHEDULE I - COSDEYSED PARENT COJIPASY FIS.4SCIAL ST.4TEJIESTS 

TECO ESERGY, INC. 
PAREST COJIPASI’ OSLI’  
SOTES TO COSDESSED FISASCIAL STATEXIESTS 

1 .  Basis of Presentation 

TECO Energy. Inc.. on a stand alone basis. (the parent cornpan!,) has accounted for majority-o\vned subsidianes 
using the equity basis of  accounting. These financial statements are presented on a condensed basis. Additional disclosures 
relating to the parent company financial statements are included under the heading Sotes to Consolidated Financial 
Statements in the 2003 Annual Report. a.hich information is hereby incorporated bq’ reference and filed as pan of Exhibit 
13. 

accounting principles. .4ctual results could differ from those estimates. 
The use of estimates is inherent in the preparation of financial statements in accordance with generall!. accepted 

2. Long-term Obligations 

See Note 7 to the TECO Energ! Consolidated Financial Statements for a description and details of long-temi debt 
obligations of the parent companq. The preferred securities on TECO Energq ‘3 consolidated balance sheet are reflected as 
junior subordinated debt. as discussed in Sote 7 to the TECO Energq Consolidated Financial Statements. oFS66Y 3 million 
on the parent companq ’s financial statements. 

3. Commitments and Contingencies 

See Sote 20 to the TECO Energy Consolidated Financial Statements for a descnption of all matenal contingencies and 
guarantees outstanding of the parent company. 
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Allowance for 
2003 

2002 

100 1 

SCHEDL'LE I1 - \'ALL'ATIOS AND QUALIFYISG ACCOLSTS A S D  RESER\.ES 

TECO ESERGY. IIVC 
For the Years Ended Dec. 31.2003.2002 and 2001 

(millions) 

Balance at Balance at 
Beginning Charged to Other End of 
of Period Income Charges Deductions(1) Period 

. i d  d i t i o n s 

'ncollectible Accounts: 
S 6.6 s -.o s ( 1 . 8 ) ( 2 )  s - 3 s 4.5 

s ' . I  s 9.1 s 0.3 s IO.' S 6 6  

s 8.7 8 8 .1  S (0.3) s 9.1 s 7.1 

_________________-_---------- 
( 1  
( 2 )  

ii.'rite-off of individual bad debt accounts 
Includes S1.1 of bad debt resenes for Prior Energ! and BGA that u ere moifed to assets held for sale 

Restructuring Cost Res e rv e .A cc o u n t s : 
3003 

200' 

'00 1 

S 6.0 

s 0.2 

s 2.3 

S 21.6 S -  S 19.9 s 10.7 

s 17.8 S -  s 12.0 8 6.0 

s 0.1 S -  s 2.2 s 0.2 
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SCHEDULE I1 - F-.ALU.ATIOS A S D  QUALIFYISG .ACCOCSTS AXD RESERF'ES 

T.A\IPA ELECTRIC CO.1IP.ASl. 
YALCATIOS ASD QUALIFYISG .L\CCOL3TS AND RESERFYES 

For the )'ears Ended Dec. 31.2003.2002 and 2001 
(millions) 

Balance at Additions 
Beginning Charged to Other 
of Period Income Charges Deductions( 1 )  

Allouance for L;ncollectible Accounts: 
2003 s 1 . 1  s 4.4 s -  s 4.4 

2001 S 1.6 s -,- s -  s s.2 

200 1 s 1.0 s 7 . 2  S -  s 7.6 

________________------------- 
( 1  ) iyrite-off of indi\,idual bad debt accounts 

Restructuring Cost Reserve Accounts: 
2003 S 5 . 1  

2002 s 0.2 

2001 s 7.3 

s 14.0 
S 16.6 

s 0.1 

S -  

S -  

S -  

s 13.4 

S 11.7 

s 2.2 

Balance at 
End of 
Period 

s 1 . 1  

s I . !  

S 1.6 

s 5.' 

s 5.1 

s 0.2 
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SI GS.4TU RE S 

Pursuant to the requirements of Section 13 or 151 d )  of the Secunties Exchange Act of  1931. the R e g i s n n t  has dui! C~USSI: 

this report to be signed on its behalf by the undersigned. thereunto dul! authonzed on the 15th day of Ilarch. '7004 

TECO ESERGY.  I S C .  

Bh.: s R.  D.  FXGXY* 

R. D. F.4G.AS. Chairman of the Board. 
President and Chief Executii e Officer 

Pursuant to the requirements of the Securities Exchange .Act of 1931. this report has been signed b> the iollo\\ ing persons on 
behalf of the registrant and in the capacities indicated on hlarch 15. 2001 

Si mature  E 

s R D F A G A S  Chairman of the Board. President. 
R D F X G . 0  Director and Chief Executi\ e Officer 

(Principal Executive Officer) 

s G L GILLETTE Senior \-ice President-Finance 
G L.GILLETTE and Chief Financial Officer 

(Principal Financial Officer) 

s S 'vcI P.4J'SE Vice President-Corporate Accounting and Tax 
S 1 1  PAJ'SE (Principal Accounting Officer) 

Signature 

C. D. .AUSLE\I'* 
C.  D. AL'SLEJ. 

S. L. BALDLVIS* 
S. L. BALDLi'IS 

J .  L. FERMAN. JR.* 
J .  L. FERl jAN.  JR. 

L. GUINOT. JR.* 
L. GLINOT. JR. 

I .  D. H.ALL* 
I .  D. H.4LL 

S. LV. HUDSON* 
S. W. HUDSOh' 

J.& Signature 

Director T. L. RASKIN* 
T. L. R A S K I S  

Director Li', D. ROCKFORD* 
li', D. ROCKFORD 

Director 

Director 

lir. P. SOVEY* 
li'. P. SOVEY 

J.  T. TOL'CHTOI"' 
J. T. TOUCHTOS 

Director J .  A .  LRQUH.4RT* 
J.  A. URQLHART 

Director J. 0. WELCH. JR. * 
J. 0. WELCH. JR. 

Tirle 

Director 

Director 

Director 

Director 

Director 

Director 

*By: ! S  G. L. GILLETTE 
G. L. GILLETTE, .4ttomey-in-fact 
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SIGNATURES 

Pursuant to the requirements of Section 13 or 15id) of the Secunties Eschange Act of 193:. the Registrsnt has iul!  z m s : ~  
this report to be signed on its behalf by the undersigned. thereunto duib authonzed on the 15th da! of  Jlarch. 2004 

TXlIP.4 ELECTRIC C O J I P A S I ~  

BJ,: ' s  R .  D. F.AGAX* 

R. D. F.4G.4S. Chairman of the Board. 
President and Chief Executi\ e Officer 

Pursuant to the requirements of the Securities Exchange Act of 1931. this report has been signed b> the foiloi\ i n s  persons on 
behalf of the registrant and in the capacities indicated on March 15, 1001. 

Si n a t u r e  Tirle 

s R. D F.\G.AS* Chairman of the Board. President. 
R. D FAGXN Director and Chief EsecutiL e Officer 

/ j  G .  L. GILLETTE* 
G. L. GILLETTE 

s P. L. B A W G E R *  
P. L. BARRIKGER 

Sienature 

C.  D. .4USLEl'* 
C.  D. AUSLEI' 

S. L .  BALDLVIN' 
S. L. BALDWIK 

J. L. FERMAS. JR.* 
J. L. FERMAN. JR. 

L. GLISOT,  JR.* 
L. GLINOT, JR. 

I .  D. HALL* 
I .  D. HALL 

S. \V. HUDSON* 
S. VY'. HUDSON 

(Pnncipal ExecutiLe Officer) 

Senior L7ice President-Finance 
and Chief Financial Officer 
(Principal Financial Officer) 

L'ice President-Controller 
(Principal Accounting Officer) 

Title Sienature 

Director T. L. R4TKIS* 
T. L. R A S K I S  

Director M'. D. ROCKFORD* 
h'. D. ROCKFORD 

Director LV. P. SO\'EY* 
M'. P. SOVEY 

Director J. T.  TOUCHTOS* 
J .  T. TOL'CHTON 

Director J .  .4. CRQCHART* 
J .  A. URQL'HART 

Director J .  0. Li'ELCH. JR. * 
J .  0. WELCH. JR. 

Title 

Director 

Director 

Director 

Director 

Director 

Director 

*By: s G.  L.GILLETTE 
G. L. GILLETTE, Attomey-in-fact 
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Supplemental Information to Be Furnished N'ith Reports Filed Pursuant to Section 15(d) of the Act by Registrants N'hich 
Have S o t  Registered Securities Pursuant to Section I t  of the Act 

S o  annual report or pros!. matenal has been sent IO Tampa Electric Compan\, 's secunp. holders becauje a11 of 11s 
equity secunties are held by TECO Energ>,. Inc.  
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ISDEX TO EXHIBITS 
Exhibit 
- so. 

3.1 

3.2 

3.3 

3.2 

4.1 

4.’ 

4.3 

4.4 

4.5 

4.6 

4.7 

4.8 

1 . 9  

4.10 

4.1 1 

4.12 

4.13 

4.14 

4.15 

DescriDtion 

Articles of Incorporation of TECO Energ!.. Inc.. as amended on April 20. 1993 
Form 10-Q for the quarter ended >?arch 3 1 .  1993 of TECO Energy. Inc.). 
Bylaws of TECO Energy. Inc.. as amended effective Jan. 18. 2001 (Exhibit 3.2 
2000 of  TECO Energ!,. Inc.). 

Exhibit 3. 

Form 10-K 
-- 

Articles of Incorporation of Tampa Electnc Company (Exhibit 3. to Registration Statement 
No. 2-70653). 
B y l a w  of Tampa Electric Compan),. as amended effecti\.e Apr. 16. 199- (Exhibit 3 
Form 10-Q for the quarter ended June 30. 1997 of Tampa Electric Company ) .  

Indenture of hlortgage among Tampa Elecrnc Company. State Street Trust 
Company and First Sa\.ings Br Trust Company of Tampa. dated as of Aug. 1. 1946 (Exhibit 
7-A to Registration Statement S o .  2-6693). 
Thirteenth Supplemental Indenture. dated as of Jan. 1. 1974. to Exhibit 4.1 
(Exhibit 2-g-1. Registration Statement S o .  2-5 1204). 
Sixteenth Supplemental Indenture. dated as of Oct. 30. 1992. to Exhibit 4.1 
(Exhibit 4.1. Form 10-Q for the quarter ended Sept. 30. 1992 of TECO Energ>,. Inc.). 
Installment Purchase Contract benveen the Hillsborough County Industrial 
Development Authorit), and Tampa Electric Company. dated as of Jan. 3 1.  1984 (Exhibit 4.13. 
Form 10-K for 1993 of TECO Energy. Inc. ) .  

First Supplemental Installment Purchase Contract. betkveen Hillsborough County Industrial 
Development Authority and Tampa Electric Company. dated as of Aug, 2 .  1984 ((Exhibit 4.14. 
Form IO-K for 1994 of TECO Energy. Inc.). 
Second Supplemental Installment Purchase Contract. bemeen Hillsborough County Industrial 
Development Authority and Tampa Electric Company. dated as of July 1.  1993 (Exhibit 1.3. 
Form IO-Q for the quarter ended June 30. 1993 of  TECO Energy. Inc.). 
Loan and Trust Agreement among the Hillsborough County Industrial 
Development Authoriq, Tampa Electric Company and NCNB National Bank of Florida. as 
trustee. dated as of Sept. 24. 1990 (Exhibit 4.1. Form 10-Q for the quarter ended Sept. 30. 1990 
for TECO Energy. Inc.). 
Loan and Trust Agreement among the Hillsborough County Industrial De\,elopment 
Authority. Tampa Electric Company and SationsBank of Florida. S . A . ,  as trustee. dated as of 
Oct. 26. 1992 (Exhibit 4.2. Form 10-Q for the quarter ended Sept. 30. 1992 of TECO Energy. 
Inc.). 
Loan and Trust Agreement among the Hillsborough County Industrial De\.elopment Authority. 
Tampa Electric Company and NationsBank of Florida. SA.. as trustee. dated as  of June 23. 1993 
(Exhibit 4.2, Form 10-Q for the quarter ended June 30, 1993 of TECO Energ),. Inc.). 
Loan and Trust Agreement among Hillsborough County Industrial Development Authority, 
Tampa Electric Company and The Bank of New York Trust Company of Florida, K . A . .  as trustee. 
dated as of June 1 ,  2002. (Exhibit 4.1. Form 10-Q for the quarter ended June 30. 2002 
of TECO Energy. Inc.). 
Loan and Trust Agreement. . among the Polk County Industrial Development Authority. 
Tampa Electric Company and The Bank of New York, as trustee. dated as of Dec. I ,  1996 
(Exhibit 4.22, Form 10-K for 1996 of TECO Energy, Inc.). 
Installment Sales Agreement between the Plaquemines Port. Harbor and Terminal 
District (Louisiana) and Electro-Coal Transfer Corporation. dated as of Sept. 1, 1985 (Exhibit 
4.19, Form 10-K for 1986 of TECO Energy. Inc.). 
First Supplemental Installment Sales Agreement. between Plaquemines Port, Harbor. and 
Terminal District (Louisiana) and Electro-Coal Transfer Corporation, dated Dec. 20, 2000 
(Exhibit 4.20, Form 10-K for 2000 of TECO Energy. Inc.). 
Amended and Restated Reimbursement Agreement between TECO Energy. Inc. and Electro-Coal 
Transfer LLC, dated as of Apr. 5 ,  2001 (Exhibit 4.1, Form 8-K date Apr. 5, 2001 of 
TECO Energy. Inc.). 
Indenture between Tampa Electric Company and The Bank of New York, as trustee. dated 
as of July 1, 1998 (Exhibit 4.1. Registration Statement No. 333-55873). 
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4.16 

4.17 

4.18 

4.19 

4.20 

4.21 

4.72 

4.73 

4.21 

4 . 3  

4.26 

4.27 

4.28 

4.29 

4.30 

4.3 1 

4.32 

4.33 

4.34 

4.35 

Third Supplemental Indenture beween  Tampa Elecmc Company and The Bank of S e u  
York. as trustee, dated as of June 15. 2001 (Exhibit 4.2. Form 8-K dated June 2 5 ,  2001 
of Tampa Electric Company). 
Fourth Supplemental Indenture beween  Tampa Elecmc Company and The B a d  of S e n .  I-ork. 
as trustee. dated as of Aug. 15. 2002 (Exhibit 4.2. Form 8-K dated Aug. 26. 2002 of 
Tampa Electric Company). 
Note Purchase Agreement among Tampa Elecmc Company and the Purchasers pa” thereto. 
dated as of Apr. 1 1 .  2003 (Exhibit 10.1. Form 8-K dated Apr. 14. 2003 for Tampa Elecmc Compan! ) 
364-Day Revolving Facility Credit .Agreement dated as of So! .  7 .  2003. among Tampa Electric 
Company as Borrower. Citibank. N..4.. as .Administrati\.e Agent. Citigroup Global Alarkets. Inc. and 
SunTrust Capital Slarkets. Inc.. as Co-Lead Arrangers. SunTrust Bank. as Syndicarion Agent. 
klorgan Stanley Bank. and The Bank of Sew, York. as Documentation Agents. and the 
lenders parties thereto as Lenders. 
3-Year Revolving Facility Credit Agreement dated as of So\.. 7 .  2003. among Tampa Electric 
Company as Borroiver. Citibank. N.A.,  as Administrative .Agent. Citigroup Global Alarkets. Inc.  and 
SunTrust Capital Markets. Inc.. as Co-Lead Arrangers. SunTrust Bank. as Syndication Agent. 
Xlorgan Stanley Bank. and The Bank of S e a .  I-ork. as Documentation Agents. and the 
lenders parties thereto as Lenders. 
Indenture betLveen TECO Energ),. Inc. and The Bank of S e w  York. as trustee. 
dated as of Aug. 17, 1998 (Exhibit 4.1. Form 8-E; dated Sept. 20. 2000 of TECO Energy. Inc.). 
Second Supplemental Indenture dated as of Xug. 15. 2000 between TECO Energ),. 
Inc. and The Bank of New York (Exhibit 4.1. Form 8-E; dated Sept. 28. 2000 of TECO Energ!,. Inc.). 
Third Supplemental Indenture dated as of Dec. 1. 2000 between TECO Energy. 
Inc. and The Bank of S e w  York. as trustee (Exhibit 4.21. Form 8-K dated Dec. 21. 2000 of 
TECO Energy, Inc.). 
Amended and Restated Limited Liability Company .Agreement of TECO Funding 
Company I. LLC dated as of Dec. 1. 2000 (Exhibit 4.24. Form 8-K dated Dec. 21. 2000 
of TECO Energy. Inc.). 
Amended and Restated Trust Agreement of TECO Capital Trust I among TECO Funding 
Company I, LLC. The Bank of S e w  York and The Bank of New k’ork (DelaLvare) dated as of 
Dec. 1 ,  2000 (Exhibit 4.22, Form 8-K dated Dec. 21. 2000 of TECO Energy, Inc.). 
Guaranty Agreement between TECO Energy. Inc. and The Bank of Ken, York. as 
trustee. dated as of Dec. 1, 2000 (Exhibit 4.25. Form 8-E; dated Dec. 2 1 ,  2000 of TECO Energy. Inc.). 
Fourth Supplemental Indenture dated as of Apr. 30. 200 1 benveen TECO Energy. 
Inc. and The Bank of S e w  York. as trustee (Exhibit 4.28. Form 8-K dated May 1 .  2001 
of TECO Energy, Inc.). 
Fifth Supplemental Indenture dated as of Sept. 10. 2001 between TECO Energ)., Inc. 
and The Bank of New E’ork. as trustee (Exhibit 4.16. Form 8-K dated Sept. 26. 
2001 of TECO Energy, Inc.). 
Sixth Supplemental Indenture dated as of Jan. 15. 2002 betLveen TECO Energy, Inc. 
and The Bank o fNew York. as trustee (Exhibit 4.28. Form 8-K dated Jan. 15. 2002 
of TECO Energy, Inc.). 
Purchase Contract Agreement between TECO Energy. Inc. and The Bank of S e n ,  York. as 
Purchase Contract Agent. dated as of Jan. 15. 2002 (Exhibit 4.29. Form 8-K dated 
Jan. 15. 2002 o fTECO Energy, Inc.). 
Amended and Restated Trust Agreement of TECO Capital Trust I1 among TECO Funding 
Company 11, LLC, The Bank of New York and The Bank of Nen, York (Delaware). dated 
as of Jan. 15. 2002 (Exhibit 4.3 1. Form 8-K dated Jan. 15. 2002 of TECO Energy. Inc.). 
Amended and Restated Limited Liability Agreement of TECO Funding Company 11, LLC, 
dated as of Jan. 15. 2002 (Exhibit 4.33, Form 8-K dated Jan. 15. 2002 of TECO Energy. Inc.). 
Guarantee Agreement by and between TECO Energy, Inc., as Guarantor and The Bank of 
New York, dated as of Jan. 15, 2002 (Exhibit 4.35, Form 8-K dated Jan. 15, 2002 of 
TECO Energy, Inc.). 
Form of Remarketing Agreement by and between TECO Energy. Inc. and the Remarketing 
Agent (Exhibit 4.37, Form 8-K dated Jan. 15, 2002 of TECO Energy, Inc.). 
Pledge Agreement among TECO Energy, Inc., The Bank of New York, as Collateral Agent. 
Custodial Agent and Securities Intermediary and The Bank of New York. as Purchase 
Contract Agent dated as of Jan. 15. 2002 (Exhibit 4.38, Form 8-K dated Jan. 15. 2002 
of TECO Energy, Inc.). 
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4.36 

4.37 

4.38 

3.39 

4.40 
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4.31 

10.1 

10.2 

10.3 

10.3 

10.5 

10.6 

10.7 

10.8 

10.9 

10.10 

10.1 1 

10.12 

10.13 

10.14 

Seventh Supplemental Indenture dated as of May 1 .  2002 between TECO Energ!.. Inc. and The 
Bank of  Kew York. as trustee (Exhibit 4.15, Form 8-I; dated May 13.2002 o f T E C O  Energ!.. inc . ) .  
Eighth Supplemental Indenture dated as of Sot.. 20. 2002 between TECO Energ!,. lnc.  and The 
Bank of Ken. York. as trustee (Exhibit 4.1. Form 8-K dated Nov. 20. 2002 for TECO Energ!. Inc. ) .  

Sinth Supplemental Indenture dated as of  June 10. 2003 betueen TECO Energy. lnc. and The Bank 
of S e w  York. as trustee (Exhibit 4.15, Form 8-I; dated June 13. 2003 of TECO Energ!,. Inc.). 
Credit Agreement dated as o f S o v .  13. 2001. among TECO Energy. Inc.. as Borrower. Citibank. S..4.. 
as Administrative .4gent. Salomon Smith Barney Inc. and Banc of .4menca Securities. LLC. as 
Co-Lead Arrangers. Banc of America. as Syndication Agent. the Bank of 5 o i . a  Scotia. B S P  Paribas 
and SunTrust Bank. as Co-Documentation Agents. JP Xlorgan Chase Bank. LC Issuing Bank. and 
the lenders parties thereto as Lenders (Exhibit 3.31. Form 10-K for 2001 of TECO Energ).. Inc.). 
Renewed Rights Agreement between TECO Energy. Inc. and The Bank of S e w  l-ork. .  as Rights 
Agent. as amended and restated as of Feb. 2 .  2003 (Exhibit 1, Form 8-.4’.4. of TECO Energ!.. Inc. 
filed on Feb. 23.2004).  
Credit Agreement dated June 24. 2003. among TECO Energy. Inc.. as Borro\ver. Ba>.erische 
Hypo-Lnd Vereinsbank AG. as Administrative Agent and Co-Lead Arranger. Desia Credit Local. 
Kew E’ork Agency. as Co-Lead Arranger and Syndication Agent. BhlO Sesbitt Bums Financings. inc.. 
as Arranger. and Royal Bank of Canada. as .\manger (Exhibit 4.1, Form 10-Q for the quarter ended 
June 30. 2003 of TECO Energy, Inc.). 
Amended and Restated Credit Agreement dated as of Dec. 19. 2003. among TECO Energ!,. Inc.. 
Xlerrill Lynch Bank L‘S.4. as Administrative Agent. JP Morgan Chase Bank. as LC Issuing Bank. 
and the financial institutions parties thereto as lenders, 
TECO Energy Group Supplemental Executive Retirement Plan. as amended and 
restated as of July 1. 1998. as hr ther  amended as of July 15, 1998. (Exhibit 10.1. Form 10-I.; 
for 200 1 of TECO Energy, Inc.). 
TECO Energy Group Supplemental Retirement Benefits Trust Agreement. as amended 
and restated as of Jan. 1, 1998. as further amended as of July 15. 1998. (Exhibit 10.2. Form 10-K 
for 200 1 of TECO Energy. Inc.). 
Annual Incentive Compensation Plan for TECO Energy and subsidiaries. revised as of 
April 17, 2002. (Exhibit 10.1. Form 10-Q for the quarter ended June 30, 2002 for TECO Energy. Inc.). 
TECO Energy Group Supplemental Disability Income Plan. dated as of March 20. 1998 
(Exhibit 10.22, Form 10-K for 1988 o fTECO Energy. Inc.). 
Forms of Severance Agreement between TECO Energy. Inc. and certain officers, 
as amended and restated as of Oct. 22. 1999 (Exhibit 10.7, Form 10-K for 1999 o fTECO Energy. Inc.). 
Loan and Stock Purchase Agreement bet\veen TECO Energy. Inc. and Bamett Banks 
Trust Company, N.A., as trustee of the TECO Energy Group Savings Pian Trust A, oreement 
(Exhibit 10.3. Form 10-Q for the quarter ended March 3 1 ,  1990 for TECO Energy, lnc.). 
TECO Energy Directors’ Deferred Compensation Plan. as amended and restated effecti1.e as of 
April 1, 1994 (Exhibit 10.1, Form 10-Q for the quarter ended March 3 1, 1994 for TECO Energy. Inc.). 
TECO Energy Group Deferred Compensation Plan (previously the TECO Energy Group 
Retirement Savings Excess Benefit Plan), as amended and restated effective as ofOct .  17, 2001. 
(Exhibit 10.8, Form 10-K for 2001 of TECO Energy, Inc.). 
Compensation Committee’s Determinations Regarding Credit Rates for the TECO Energy Group 
Deferred Compensation Plan. (Exhibit 10.2. Form 10-Q for the quarter ended Mar. 3 1, 2003 of 
TECO Energy. Inc.). 
TECO Energy, Inc. 1996 Equity Incentive Plan as amended Apr. 18. 2001 (Exhibit 10.1. 
Form 10-Q for the quarter ended March 3 1, 2001 of TECO Energy, Inc.). 
Form ofNonstatutory Stock Option under the TECO Energy, Inc. 1996 Equity Incentive 
Plan (Exhibit 10.1, Form IO-Q for the quarter ended June 30. 1996 of TECO Energy, Inc.). 
Form of .4mendment to Nonstatutory Stock Option. dated as of July 15. 1998. under the 
TECO Energy, Inc. 1996 Equity Incentive Plan (Exhibit 10.3, Form 10-Q for the quarter ended 
Sept. 30, 1998 of TECO Energy, Inc.). 
Form of Nonstatutory Stock Option under the TECO Energy, Inc. 1996 Equity 
Incentive Plan (Exhibit 10.5. Form IO-Q for the quaner ended June 30, 1999 of TECO 
Energy, Inc.). 
Form of Restricted Stock Agreement between TECO Energy. Inc. and certain officers 
under the TECO Energy, Inc. 1996 Equity Incentive Plan as amended and restated 
(Exhibit 10.2, Form 10-Q for the quarter ended Mar. 3 1. 2003 of TECO Energy, Inc.). 
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10.17 

10.18 

10.19 

10.20 

10.21 

10.22 

10.23 

10.24 

10.25 

10.26 

10.27 

10.28 

0.29 

0.30 

0.3 1 

10.32 

10.33 

10.34 

10.35 

10.36 

TECO Energy. Inc. 1997 Director Equin. Plan (Exhibit 10.1. Form 8-I; dared April 16. 199- 
of  TECO Energy. Inc.). 
Form of  Sonstatutory Stock Option under the TECO Energ). Inc. 1997 Director 
Equity Plan (Exhibit I O .  Form 10-Q for the quarter ended June 30. 1997 o f T E C O  Energ!. 1nc.i. 
Supplemental Executive Retirement Plan for R. K. Eustace as of Jan. 15. 1997 
(Exhibit 10.23. Form IO-I; for 1997 of TECO Energy. Inc.). 
Supplemental Executi\.e Retirement Plan for R. D.  Fagan as amended (Exhibit 10.1. 
Form IO-Q for the quarter ended June 30.2001 of TECO Energy. Inc.). 
Xonstatutory Stock Option granted to R. D. Fagan. dated as of \la). 24. 1999. under the 
TECO Energy. Inc. 1996 E q u i p  1ncentii.e Pian (Exhibit 10.3. Form IO-Q for the quarter ended 
June 30, 1999 of TECO Energ).. Inc.). 
Restricted Stock Agreement beni.een TECO Energ).. Inc. and R. D. Fagan. dated as of 
May 21. 1999 (Exhibit 10.4. Form IO-Q for the quarter ended June 30. 1999 of TECO Energ).. Inc.). 
Severance Agreement between TECO Energy. Inc. and R.D. Fagan. as amended and restated as of 
Jan. 28. 2003 (Exhibit 10.1. form IO-Q for the quarter ended March 31. 2003 o f T E C O  Energ). Inc . ) .  
Form of Performance Shares Agreement benveen TECO Energy. Inc. and certain 
officers under the TECO Energ?.. Inc. 1996 Equit), Incenti\.e Plan. (Exhibit 10.7. Fomi 10-Q 
for the quarter ended June 30.2000 of TECO Energy. Inc.). 
Form of 2002 Amendment to TECO Performance Shares Agreements between TECO 
Energy. Inc.. and certain officers under the TECO Energy Inc. 1996 Equit), Incentive Pian. 
(Exhibit 10.25. Form 10-K for 2001 o f T E C O  Energy. Inc.). 
Supplemental Executive Retirement Plan for R. Lehfeldt as of Apr. 17. 2001. (Exhibit 10.2. 
Form 10-Q for the quarter ended June 30.2002 of TECO Energy. Inc.). 
Form of Restricted Stock Agreement benveen TECO Energy. Inc. and certain officers under 
the TECO Energy, Inc. 1996 Equity Incentive Plan. dated as of Jan. 28, 2003 (Exhibit 10.27. 
Form IO-K of 2002 for TECO Energy. Inc.). 
Form ofKonstatutory Stock Option under the TECO Energy. Inc. 1997 Director Equity Plan. 
dated as of Jan. 29. 2003 (Exhibit 10.28, Form 10-I; of 2002 for TECO Energy. Inc.). 
Voluntary Retirement Agreement and General Release behveen TECO Pobver S e n i c e s  
Corporation and Richard E. Ludwig. dated as of Oct. 15.  2003. 
Voluntary Retirement Agreement and General Release benveen TEO Energy. Inc. and 
Royston K. Eustace. dated as of Oct. 16. 2003. 
Consulting Agreement between TECO Energy. Inc., and Royston K. Eustace, amended and 
restated as of Mar. 1 1, 2003. 
Amended and Restated Construction Contract Undertaking by TECO Energy. Inc. in favor 
of Union Power Partners. L.P.. as Borron,er. and Citibank, K.A.. as Administrative Agent 
under the Union Power Project Credit Agreement. dated as of May 13, 2002 (Exhibit 99.5 
to Registration Statement No. 333-10201 9) .  
Amended and Restated Construction Contract Undertaking by TECO Energy. lnc. in favor of 
Panda Gila River. L.P.. as Borrower. and Citibank. K..4., as Administrative Agent under the 
Gila Ri\,er Project Credit Agreement. dated as of May I?.  2002 (Exhibit 99.3 to Registration 
Statement No. 333-102019). 
Consent and Acceleration .4greement dated as of Feb. 7. 2002 by and among TECO PoLver 
Services Corporation, TECO Energy, Inc.. TPS GP. Inc., TPS LP. Inc.. Panda GS V, LLC. 
Panda GS VI, LLC, Panda Energy International, Inc. and Bayerische Hypo-Und Vereinsbank AG. 
New York Branch (Exhibit 10.38. Form 10-K for 2002 of TECO Energy. Inc . ) .  
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 I O .  1. Form IO-Q for the quarter ended 
Sept. 30,2003 of TECO Energy. Inc.). 
Agreement to Acquire and Charter dated as of Dec. 21. 2001. among GTC Connecticut Statutory 
Trust. as Shipowner, Fleet Capital Corporation, as Owner Participant, Gulfcoast Transit Company, 
as Seller and Charterer and TECO Energy. Inc.. as Guarantor. 
Demise charter dated as of Dec. 21,2001. between State Street Bank And Trust Company of 
Connecticut, National Association , as trustee of the GTC Con.iecticut Statutory Trust, as 
Shipowner, and Gulfcoast Transit Company, as Charterer. 
First Amendment to Demise Charter dated as of Jan. 18. 2002. between State Street Bank And Trust 
Company of Connecticut, National Association. as trustee of the GTC Connecticut Statutory Trust, 
as Shipowner, and Gulfcoast Transit Company, as Charterer. 
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10.37 

10.38 

10.39 

10.40 

10.4 I 

10.42 

10.43 

10.44 

12.1 
12.2 
13. 
31. 
23.1 
23.2 
21.1.1 
'4.1.2 
24.2.1 
21.2.2 
31.1 

31.2 

31.3 

31.4 

37.1 

32.2 

Guarantee. dated as of Dec. 21. 2001. by TECO Energy. Inc.. in favor of the Guaranteed Parties 

Agreement to Acquire and Charter dated as of Dec. 30. 1002. among TTC Trust. Ltd.. as 

Demise charter dated as of Dec. 30.2002. between State Street Bank And Trust Compan), of 

[ j  
as defined therein. 

Shipowner. General Electric Capital Corporation. as Initial Owner Participant. TECO Barge Line. lnc.. 
as Seller and Charterer. and TECO Energy. Inc. and TECO Transport Corporation. as Guarantors. 

Connecticut. National Association. as trustee of TTC Trust. Ltd.. as Shipowner, and TECO Barge 
Line. Inc.. as Charterer. 

Connecticut. National Association. as trustee of TTC Trust. Ltd.. as Shiponmer. and TECO Ocean 
Shipping. Inc.. as Charterer. 

General Electric Capital Corporation. as Initial Owner Participant. TECO Shipping. Inc.. and TECO 
Barge Line. Inc., as Charterers. and TECO Energ!,. Inc. and TECO Transport Corporation. as Guarantors. 

jointl!. and severally in favor of the Guaranteed Parties as defined therein. 

Company of Connecticut. National Association. solely as Trustee of GTC Connecticut Statuton. Trust. 

. .  
i ?  

[ I  

r 1  Demise charter dated as of Dec. 30.2007. bemeen State Street Bank And Trust Compan?, of 1 1  

First %lodification Agreement dated as of X?ar. 7s. 2003. among TTC Trust. Ltd.. as Shipo\wer. 

Guarantee. dated as of Dec. 30. 2007. by TECO Energ),. Inc.. and TECO Transport Corporation. 

First Modification Agreement. dated as of Mar. 12. 2004. among State Street Bank And Trust 

[ j  

[ j  

[ I  

as Shipowner. Fleet Capital corporation. as Oivner Participant. TECO Ocean Shipping. lnc.. as 
Charterers. and TECO Energy. Inc.. and TECO Transport Corporation. as Guarantors. 
Second Modification Agreement. dated as of >far. 9. 2004. among State Street Bank And Trust 
Company of Connecticut. Sational Association. solely as Trustee of TTC Trust, Ltd.. as Shipowner. 
General Electric Capital Corporation and OFS hlarine One. Inc.. as Owner Participants. TECO Ocean 
Shipping, Inc.. and TECO Barge Line. Inc.. as Charterers. and TECO Energy. Inc.. and TECO 
Transport Corporation as Guarantors. 
Ratio of Eamings to Fixed Charges - TECO Energy. Inc. 
Ratio of Earnings to Fixed Charges - Tampa Electric Company. 
TECO Energy 2003 Annual Report to Shareholders 
Subsidiaries of the Registrant. 
Consent of Independent Certified Public .Accountants - TECO Energy, Inc. 
Consent of Independent Certified Public .Accountants - Tampa Electric Company. 
Po\ver of Attomey - TECO Energy, Inc. 
Power of Attomey - Tampa Electric Company. 
Certified copy of resolution authorizing Power of Attomey - TECO Energy. Inc. 
Certified copy of resolution authorizing Power of Attorney - Tampa Electric Company. 
Certification of the Chief Executive Officer of TECO Energy. Inc. pursuant tc Securities 
Exchange Act Rules 13a- 14 and 15d- 14 as adopted pursuant to Section 301 of the Sarbanes- 
Oxley Act of 2002. 
Certification of the Chief Financial Officer of TECO Energy. Inc. pursuant to Securities 
Exchange Act Rules 13a-14 and 15d-11 as adopted pursuant to Section 302 of the Sarbanes- 
Oxley Act of 2002. 
Certification of the Chief Executive Officer of Tampa Electric Company pursuant to Securities 
Exchange Act Rules 13a-14 and 15d-14 as adopted pursuant to Secticn 302 of the Sarbanes- 
Oxley Act of 2002. 
Certification of the Chief Financial Officer of Tampa Electric Company to Securities 
Exchange Act Rules 13a-14 and l5d-14 as adopted pursuant to Section 302 of the Sarbanes- 
Oxley Act of 2002. 
Certification of the Chief Executive Officer and Chief Financial Officer of TECO Energy. Inc. 
pursuant to 18 U.S.C. Section 1350 as adopted pursuant to Section 906 of the Sarbanes-Oxley 
Act of 2002. (1) 
Certification of the Chief Executive Officer and Chief Financial Officer of Tampa Electric 
Company pursuant to 18 C.S.C. Section 1350 as adopted pursuant to Section 906 of the 
Sarbanes-Oxley Act of 2002. ( 1 )  

( 1 )  This certification accompaniesrhe Annual Report on Form 10-K and is not filed as part of i t  
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* Indicates exhibit previously filed with the Securities and Exchange Commission and incorporated herein by reference. Exhibits 
filed with periodic reports o f T E C O  Energy. lnc. and Tampa Elecmc Company were filed under Commission File Sos. 1 -S! SO 
and 1-5007. respectively. 

Certain instruments defining the rights of holders of long-term debt ofTECO Energ). Inc and its consolidated subsii iane.  
authorizing in  each case a total amount of secunties not exceeding 10 percent of  total assets on a consolidated basis are not file2 
herewith TECO Energ). Inc \ + i l l  furnish copies of such instruments to the Secunties and Exchange Commission upon reautxt 

Certain instruments defining the nghts of holders of long-term debt of Tampa Electnc C o m p a n ~  authorizing in edch cabe a 
total amount of secunties not exceeding 10 percent of total assets on a consolidated basis are not filed hereuith Tampa Eiectric 
Compan) wi l l  f h i s h  copies of such instruments to the Securities and Exchange Commission upon request 

Executive Compensation Plans and Arrangements 

Exhibits 10.1 through 10.5 and 10.7 through 10.19 abo\ e are management contracts or compensaton plans or arrangements 
in u hich executi\ e officers or directors of  TECO Energ). Inc. participate. 
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Exhibit 11.1 
TECO ENERGY, ISC. 

RATIO OF EARVISGS T O  FINED CHARGES 

The following table sets forth TECO Energy’s ratio of earnings to fixed charges for the penods indicated 

)’ear Ended December 31, (1 )  

S millions 2003 2002 ZOO1 2000 1999 

Income from continuing operations. before income taxes S( 139.9) S 2 2 5 . 5  s 25s.: 5 2 5 5 , -  s 280.5 
Interesr expense ( 2 )  359.5 255.3 212.5 1s0.- 130.1 

Plus: Amortization of  capitalized interest 1.3 0.3 0.3 0.2 
Less: (Income) loss from equity investments 0.4 ( 5 . 5 )  (9 .1)  ( - . - )  13.2) 

Earnings before taxes and fixed charges s 193.9 s -111.3 s 438.9 s 420.4 s 30-.4 

- Less: Capitalized interest ( 1  7.4) (63.2) ( 2 3 . 0 )  16.5) 
- 

Interest expense ( 2 )  s 359.5 S 255.3 s 112.5 s 1so.- S 130.1 

Total fixed charges S 35s.- s 154.3 s 2 1 1 . 5  s 170.7 S 129.1 
Interest on refunding bonds (0.8) (0.9) i 1 .O) 11.0) i 1 .O) 

3.16s ( h i  Ratio of eamings to fixed charges 1.62s (-I) 2.08s ( 5 )  2.34, 

For the purposes of calculating these ratios. eamings consist of  income from continuing operations before income taxes. 
income or loss from equity investments and fixed charges, less capitalized interest. Fixed charges consist of interest expense on 
indebtedness and interest capitalized. amortization of debt premium, the interest component of rentals and preferred stock dii.idend 
requirements. Certain prior year amounts have been adjusted to conform to the current year presentation. 

All prior periods presented reflect the reclassifications of Prior Energy‘s, TECO-Panda Generating Company’s (TPGC). and 
TECO Coalbed Methane’s results from continuing operations to discontinued operations. The sale of Prior Energy was 
completed in February 2004. In the fourth quarter of 2003, TECO Energy committed to a plan to exit the merchant operations 
of TPGC. In December 2002. TECO Energy sold substantiall), all of its coalbed methane assets to the Municipal Gas 
Authority of Georgia. 

Interest expense includes total interest expensed and capitalized excluding AFUDC. and an estimate of the interest component 
of renrais. 

Includes the effect of pretax items totaling S3 10.4 million. including: S42.0 million for ThIDP arbitration resewe at TU‘G. 
goodnil1 and intangible impairments totalins S114.6 million Tu’G. BGA and BCH. asset impairments totaling S125.2 million 
at Tampa Electric and TWG related to turbine purchase cancellations, asset impairments of  SI 3 .7  million related to the 
\,aluation of BGA due to its sale in Q1 2003 sale. S14.3 million at TWG to Ivrite-down development and licenses costs and 
S0.6 million at TECO Fiber. The effect of these items \vas to reduce the ratio of earnings to fixed charges. Had these items 
been excluded from the calculation. the ratio of earnings to fixed charges would have been 1.3 1 s for the year ended Dec. 3 1. 
2003. See Footnote 7 below. 

Includes the effect of pretax items totaling S3S.2 million, including 534.1 million at TECO Energy related to a debt 
refinancing, and asset valuations of  59.2 million and S4.9 million at TPS and TECO Investments, respectively. The effect of 
these items was to reduce the ratio of earnings to fixed charges. Had these items been excluded from the calculation, the ratio 
of  earnings to fixed charges would have been 1.8 1 x for the year ended Dec. 3 1,2002. See Footnote 7 below. 

Includes the effect of  pretax items totaling S l  1 . 1  million for asset valuations recorded at TECO PoLver Services and TECO 
Investments. The effect of these items was to reduce the ratio of earnings to fixed charges. Had these items been excluded 
from the calculation, the ratio of earnings to fixed charges would have been 2 . 1 3 ~  for the year ended Dec. 3 1, 200 1 See 
Footnote 7 below. 

Includes the effect ofpretax items totaling S21 .O million recorded at Tampa Electric, TECO Investments and TECO Energy. 
The effect of  these items was to reduce the ratio of eamings to fixed charges. Had these items been excluded from the 
calculation. the ratio of  eamings to fixed charges would have been 3 . 5 0 ~  for the year ended Dec. 3 1. 1999. See Footnote 7 
below. 
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( 7 )  The following table sets forth a reconciliation of TECO Energ1,'s ratio ofeamings to fixed charges ev luding  c e n ~ i n  2hsrges 
and adjustments for the penods indicated. 

).ear Ended December 31, 
5 millions 2003 2002 2001 2000 1999 
Earnings before income taxes and fixed charges 

Adjustment for: 
as reported ab0L.e S 193.9 s 412.4 s 435.9 s 420.: S 4c-.4 

Tax adjustment - - - 

Interest on tax adjustment - - 

Asset impairments 145.7 14.1 1 1 . 1  
Goodwill and intangible impairments 122.- 
ThIDP r e s e n e  42.0 
FPSC adjustment - - 

Debt refinancing charges 34.1 
Investment residuals - - - 

EPA resolution - - - - 

excluding other charges S 504.3 S 460.6 s 450.0 S 420.4 S 41 9.0 

- 1 .o 
- - 19.41 

- - 
- - - - 

- - - - 
- - 10.5 

- 6.0 
:i 

- - - 

~ .-  
Adjusted earnings before taxes and fixed charges. 

Total fixed charges - as reported S 358.7 S 254.4 s 71 1.5 S 179.7 S 179.1 
.Adjustments for: 

- (9 .4)  
Adjusted total fixed charges. excluding other charges S 358.7 S 254.4 S 71 1.5 S 179.7 S 119.7 

Interest on tax adjustment - - - 

Adjusted ratio of earnings to fixed charges. 
excluding other charges 1.81s 7.13s 2.34s 3.50s 



Exhibit 12.2 
T.43IP.A ELECTRIC CO3IP.43T 

RATIO OF EARSISGS TO FIXED CHARGES 

The folloning table sets forth Tampa Elecmc's ratio of earnings to fixed charges for the periods indicated. 

S millions 

~~ 

Year Ended December 31. 
2003 ZOO2 2001 ZOO0 1999 

Income from continuing operations. before income tax S 186.7 S 296.3 s 774.7 S 761,s  S 27b.3 

Preferred stock dkidends - - - - 
Interest expense ( 1 ) 112.6 80.4 81.8 84.' 81 . -  

- 

Eamings before taxes and fixed charges s 799.3 S 376.; S 356.5 s 346.5 5 3OS.i) 

Interest expense i 1 ) S 112.6 s 80.4 s 81.8 8 84.- s s1.- 
Interest on refunding bonds ( 0 . 7 )  (0 .9)  (1.0) (1.0) ( 1 .O) 
Preferred stock dividends - - - 

Total fixed charges 8 111.9 8 79.5 s 80.8 s sa.- 8 so.: 
- - 

Ratio of eamings to fixed charges 1.68s i:) 4 . 7 4 ~  4.4 1 x 4 . l4S  3.82s ( 3 )  
I 

For the purposes of calculating these ratios. eamings consist of income from continuing operations before income taxes. 
income or loss from equib  inbestments and fixed charges Fixed charges consist of interest expense on indebtedness. amortization 
of debt premium. the interest component of rentals and preferred stock di\ idend requirements 

( 1 )  Interest expense includes total interest expense. excluding AFUDC. and an estimate of the interest component of rentals. 

( 2 )  Includes the effect of a S79.6 pretax charge recorded in the first quarter of2003 related to turbine purchase cancellations. The 
effect of this charge u a s  to reduce the ratio of eamings to fixed charges. Had this item been excluded from the calculation. 
the ratio of eamings to fixed charges \vould ha\.e been 3.39s for the year ended Dec. 31, 2003. See Footnote 4 belon.  

(3)  Includes the effect of other non-operating pretax items totaling S18.3 million recorded in the third and fourth quarters of 1999. 
Charges consisted of the following: S10.5 million recorded based on Florida Public S e n i c e  Commission audits of Tampa 
Electric's 1997 and 1998 earnings. which limited Tampa Electric's equity ratio to 58.7 percent: S3.5 million to resolve 
litigation filed by the C.S. Environmental Protection Agency: and 84.3 million for corporate income tax settlements related to 
prior years' tax returns. The effect of these items \vas to reduce the ratio of earnings to fixed charges. Had these items been 
excluded from the calculation. the ratio of earnings to fixed charges would have been 4.6 1 x for the year ended Dec. 3 1. 1999. 
See Footnote 4 below. 
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(4 )  The following table sets forth a reconciliation of Tampa Elecmc's ratio of eamings to fixed charges exciudlng c:m:n 
charges and adjustments for the penods indicated 

Year Ended December 31. 
S millions 2003 2002 2001 2000 1999 

Eamings before income taxes and fixed charges 

Adjustment for: 
s 3os.o 

- 4.3 
- - ( I:.-) 

- - IO.? 

as reported above s 199.3 S 376.- S 356.5 S 346.5 

Tax adjustment - - - 

Interest on tax adjustment - - 

Asset valuations/write-offs 79.6 
FPSC adjustment - - 

EP.4 resolution - - - - 

escluding other charges s 318.9 - 

- - - - 

? -  

2.> 

Adjusted earnings before taxes and fixed charges. 
- - S313.6 

Total fixed charges - as reported S 111.9 S 79.5 s 80.8 s s3.7 s so.7 
Adjustments for: 

- - - (12 .7)  
.4djusted total fixed charges. excluding other charges S 1 1  1.9 S 79.5 S 80.6 s s3.7 S 6S.O 

Interest on tax adjustment - 

Adjusted ratio of earnings to fixed charges. 
excluding other charges 3.39, 4.73, 4.4 1 s 4.14s 4.61s 
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of Finaiicial Coiiditioii & Results of Operntiom 

OiJervieiil 
Our results and ninny of our acthlties i n  2003 \\ere driven b!. 

the capita! requirenienrs to complere the consriucttoii of the 
Union and Gila River po\ver stations and the Tampa Electric 
Bayside Station repo\vering: riie initial operarions of Union and 
Gila River power stations and the poor financial performance of 
thebe nvo large plants; rile generally poor financial results from our  
ndier merchant power plants: and our decision to eut our o\\ner- 
ship of die Union and Gila River poit'er stations. [see the TECO 
\\holesale Generation company section:. [\lerciinnt poiver plants 
<ire poiver planrs thar do nor have long-rerni conrracts for dit. 
major in  of their ourput. )\os; oi the p \ e r  froin a merciinnt 
pmver pianr is sold under shor t - rem agreements or in dir more 
l o la t i le  spor niarkers.'l .Ar [lie same riinr, iw \yere focuwd on 
inipiemeiitiiig pian5 that  inciuded the completion of o u r  c a h  geii- 
erarion plan announced in September 2002 and the sale of coni- 
nion stock. debt securiries and cenain assets to provide adequate 
liquidin in 2003 and beyond. 

In ,Apri\, we announced h a t  our s t r aw2  for die fiiture \vas to 
return to basics and to focus on our regulated utiliv operations in 
the hi$i-grn\\.th Florida markets and to minimize the risks troni 
rlie merchaiit polver plants. Our results in 2003 reflecr the signifi- 
cant changes made ti1 our  strategic direcrion i\ith respect to our 
mcrclianr operations. 

River power planrs. the diminished prospecrs for p o \ w  price 
impro\enient in the iiear term. and increased rating ngeiic!. con- 
cerns regarding uur exposure to the merchant e i ie rF  sector. iii 

October, we announced that we would invest litde. i f  an!. addirinn- 
al cash in die merchant generarion ponfolio. FoUo\nng this 
announccmenr we entered into negotiations id th  the Union and 
Glia River lending bank group. These negotiations resulted in a 
non-binding lerrer of inteiit conraning a binding setdement ngree- 
ment in F e b n i a n  2004 to uanster ortnership to the lenders rhrough 
a purchase and sale, or other. agreement. The letrer of intent is 
described tn the TECO M'holesale Generation company discussion. 

Dri\,eii by thr poor financia! performance of the Unioii and Gila 

Results Srininiary 
Our financial results for 2003 reflect the \\TI~<,-OKS associated 

\\ih our decision to edt froni our oi\nerslitp of rhe nvo large mer- 
chant plants. \i.hich u e  included as d iconunued operations. aiid 

losses incurred a1 h e  merchanr pianrs. The net ioss i i i  2003 was 
S909.1 million. primarily due to 51.084. I inillion oi charges detailed 
in h e  follo\\in,o table. Thebe I o s w  \ \err  pnrriily other b y  gains 
from the sale of Hardee Pmvcr Partiler5 and tiic wcoiid iiistallinent 
on the sale ofTECO Coalbed Jlethanc. The iiet loss froiii continu- 
ing operatioris \ \ a h  Sl4.7 million. compared \\ idi  iiet iiiconie froiii 

coiiriiiuing oper,iiiona of 5 2 7 . 2  inillion in 2002. Auii.(;,kW net 
income troin conunuing operation, ccliiding rhe efiects of Hardee 
Po\\er Pnrtiiers ( 1  IPP: :inti ciiarpes \v,i5 SliG.8 iiiillioii i i i  2003, com- 
pared \\it11 5305.8 million i i i  2002. Resuirs in 2003 irrrrii di\conrin- 
lied operarions reflect Uir  results froni dir liiiiirn aiid Gila River 
poiver stations and the associated charges, [tie results ar die 
codbed memane bujitiehs, i\,iiich byas sold in December 2002; the 
resuirs of Prior Energ ,  which ivas i i i  thr piocebi of beiiig sold dt 

Uec. 31. 2003 and closed in Februan.2004 and the re\iilts of I E C O  
c. l ~ h  . ienices.  . 
third quarrer ot 2003. 

charge.; as>i~ciatcd \villi rationalizing our rcnininiiig nierchant 
portfolio. restructuring clinrges associared \11111 a corpornrc 
iestructuriiig and staffirig reductioii~. vaiuarioii adlustnici i t> i i ~  [he 
energ '  seiyices co inpanie  snd  h i t a r i o n s  1J i1  the i i w  oi t u  cred- 
it,. (See the table 1003 Son-operating lteins .Affecting Ne[ 
Income.: ResuIr5 from cunriiiuing operation, excluding cliiirges 
ivere Icnver due to higher dcpreciarion e y w n s c  3: Tampa Electric. 
as a result of n re,datog. decision related to rlic t imi i ig 01 tile shut- 
doiin of die Gainon Station and higncr interest cxpensc associat- 
ed \nu1 the debt incurred to h i i d l a m p a  Elecrrics Bayside repow- 
ering project. continued weA results atTECO1ran5putt due to 
loiver cbd  tonnage f n r  Tampa Electric d u e  [ ( I  rlie Bayside repower- 
ing to natural pas and conrinued tvecLkness in the river business; 
higher inrerest expense associated ivirh die deb: illcurred i o  fund 
die construction of die TIVG power projects: lower rt.bults from 
'IIVG's Frontera Station iii  Texas due lo poixcr prices in that niar- 
ker: and [lie eliniinarioii of interest aiid supporr income froni 

istiuse gas nixlering iioo!, o ibu\ in t+ \   is sold in rhe 

Results iron1 continuing operation. ivere Ioi\rr primarily due to 



Panaa Enerp. reidred ro rnr TIE ?roiei:> Tnrse  reiulri \\ere Ua:. 
r i i l \  ohser D\'  t i e  gain on the sale of HPP and higner 03rr.iri:i'; 
resulrs at TECO Cod nom increasea sy i i he t i c  ruei proaucrior: an i  
sales and the sde of the -1Y.jrc inreresr in rhe s!r,mrric h e i  prcl- 
ducr ion  taciiirieh 

The ne: 1osj on a per-share basis ?vas Sj.05 in 2003. compared 
nirh earnings oiS2.15 per siiare in 1002. The loss rroin conrinuinp 
operarioii> on a per-share b a s ~ s  \vas SO.08 in 2003. inc:adir;g 
charges and gains tording S! 00 per snare d e r d e 6  belo\%. com- 
pared \\irh earnings per snare troni conr:nuing operauonr ot S i  81 
per share i i i  2002 inciading Charges toidin; 50.18 per share TnL, 
number o! a\erage shares oursranding a: Dec. 31.2003 \vas mort' 
than IT perceiir higher rhui  ai Dec j!, 213~12. 

In 2002. ne[ income \ \ a b  S330.1 rrdlior. l e i  income trom c o r -  
rinuing operirrionh 3.\ii> S2TT.L miillon. comparea i ~ i r t ?  ;% j m i -  
lion iii 7001. The 2002 resulr> retlecr conrrnued cuiitimer ~ o \ , , ~ l i  
a n d  increawu e n e r p  usage in [ne Florida i i r l l in  nperarion, hiytier 
allo:\,aiice ior tundi u w c  during coiisrmcrioii ..IFilL)C - a iioii- 

cJsn cred.: ro income \ n t h  n correspoiidnig iiicrcasc in utili? planr 
\diicli represenrs die cos! o i  borro\\.ed funds and a reusonable 
reiurii o n  die equir,' h n &  used for constructioii ai Tampa 
Eircrric. the resi i l ih ai n\'G. and increased j !nthetic h ie l  prodtic- 
[ion a n d  siiies a! TECO Cod.  These iniprovemenrs \\ere paniail\ 
toAser by ioiver results ai TECO Transporr Rei enues  in 2001' 
i n c r e a d  7 pcrcciir I O  S2 7 bi!lion 

Consolidated revenues S2.740.0 S 2.b64.5 52.4H3.3 
Earnings ilossl per share - basic 

Earning\ per share S ! j . O j I  5 2.1.3 S 2.26 
Lesh Dihconrinued uperarinna (4.951 0.34 0.28 

Cumulari\ e efiec: nt ci iangc in accouiiriiip principle 1 o . w  - 
Earnmgs iron1 coririnuing opeiauons before cuniulari\,e e f h r  oi cnangt .  in ,iccouiiriiig principie S (0.081 S 1.81 S 1.38 
Le+ Ctidrees anti :aim ironi conrinuine iirrerurions ( 1  .no1 ' ( !  18' 
F.ai-iiiii:s uer qiiarv trniii conr i i iu i i i c  ooeraunn.; hetnrc ciiar:er m a  m i i ,  S 0.92 < ! '1" C I . 9 H  

Earnings per share S ( j . O j 1  S 2 l i  S 2.24 
Earnings liOSSJ per share - diluted 

Less Disconnnued operdrlons (1.951 0 34 0.3j 

Less. Charges and gain> from continuing operations 
Earninpi uer \hare from coi i : i r i i i ins operation.: berorc char;?> d n d  cai!i. s 0.92 s i . 1 ~  s i .qi3 

Net income (ioss s (909.4) 5 .i:i13.1 s 303 : 
Less: Ner income (loss, from discontinued operations 1890.4) 52.9 38.2 

Ciiinularive effect ~i chciiige in nccount ing  principle 
Charges and gains from conrinuinp operarioni ~ I i ' 9 , j l  ( 2 8  6 '  r n  

Cuniulari\ e eiiecr or change i n  accounr ing principlr i0.O'i 

i 1.00' 0 18 
Earnmgs troni conrinuing operauoix betare cuniularne ehecr ofciinrige iii accounriii; pr ixiple  S [O.O& S 1.8i S 1.% 

14.31 

Ser income troni conrinuing operarions before charges and gain\  S 164.6 S 305.Y 5 2 5 0 . 5  

Basic 179.9 15.3.2 134.5 
Diiured 179.9 I.;? i 135 -1 

Average common shares outstanding 
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Turbine \duar ions  
Cood\\ill inipairmenr 
Loss o n  joint wnture  terminatioc 
n 1 D P  arbiirarion resen e 
Resrrucruring cosrs 
Projecr canceliauon costs 
\ niuation adtusrment 

credit reverd .  

~ 

'!li/l;lu!lJ 2003 L'OUL' -7001 

ti.\* ne; income lo>\ s !909..Il 5 33ir 1 s 303.- 
.k!c ciimige i n  dccounting 1.3 - 
Exclude disconr:nued operaririn. 1890.1! 57.9 38.2 
L i 4 P  ne! uicome ~ l o ~ . c  nom coiirmuinp operations S [11.71 j 1;; ', 5 21i5.5 
Add. la\ credit re\.er?ala 

Project cnnceliarion cosrs 
TECO Solurioiir ialuarioii adlusrment 
Hamakua  FIS 4 i i  accounring valuation atiiustnienr 
Restructuring costs 
T.\lDP arbitration resen'e 
Deb1 esunguishmenr cost) 
ECKG vdtinrioii adpisrmenr 
(;oodi\ii; IinDairnients 

9.7 
9.0 
7.9 
3.2 

15.2 
26.7 

74.0 

Strategy and Outlook 
In lare 1939. TECO Energ. announced a three-pronged business 

srraieg. ivliicli \vas to focus on its Florida operation>. ivhicli incliid- 
rd Trinipa Electric, Peoples Gas System (PGS; and die Florida enrr-  
3, senices businesses. TECO Solurioiis~ to expand its d o n i r m  
indepeiidenr p o \ w  operations at n V G .  and t c  use the reruriis ot i t \  
taniily of other profitable unregulated businesses to support 
Fro\\*. Since thar time, the company undertook a number of ini- 

riau\ es to advance the announced srrareB. These initiarives 
incliided conunued developinrnr of the regulated electric tind gas 
businesm in Florida. including sigificanr additions tu Tampa 
Electncs electric generation faciiioes. developnienr of independenr 
power generation projecrs in h e  Sunbelt of the United Stares and 
continued good operadons and renims on invesrinents fioin the 
other unregulated businesses. . 

However. conditions in erierg. markets and the independenr 
poiver busmesh have changed s i n c e  the mnouncemenr of diis 
strateg., ichich have dramaricailly changed the prospects fur the 
iii\esrnienrs in the domestic independent p i e r  genernrion facili- 

ties Starting in 2001, furtire i i . ho lede  p o i w  price\ declined signif- 
icantly in inarkets ncross die counrn .  driven b!, higii profile events 
such as die failure of deregilauon in Califorilia and tile Enron 
i in i ibdptq  combined r\lth a general slo\nnji ot \vholesde clcciric 
conipcririon. less tiian tull economic disparcli in sonic area5 of tile 
couiirn:  die U.S ecoiioniic slor\do\\n a i d  the hrge iiniount of 
ne iv  generating capacin dial c a n e  oiiliiit. ui 2002 and 70O:i that 
conrribured ro iignificant excebs gerierarmp capac in  in inany areas 
ot the ctiuntn: ilhile wholesale pinver prices Impro\ed in i i  fei\ 
markets in 7003. in geiierd dit.! remained \beah and the prtr\pecr\ 
for long-term price recovey remained uiict'rr;iiii l o r  the next seier- 
d year? in markers \\liere ice had niaac niajor inwstnienrs In 
addirion to the impacts oiloicer prices, poreniirii buyers of firm 
poi\.er under long-term conrract) h v r  beer) univilling 10 enrer into 
such longer-term conrrscrs for a varien of rrahciiis, iiicluding the 
current excesb capacib in many area5 The ION poicer price? and 
lack of long-term contract5 have caused \ve&er eaniings and cash 
fioiv expectations troni merchant po\\'er projects and caused ub,  

and other devcloucrs. to cancel or delay projccrs in soinc markers 
In .\pril 1003. \ve announced thar \vc \ \ere ceasing an! n e w  
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oeielopmenr acriii:ie> in me inoependen: po\ser o u s i i i m  and 
uiar i ve  \ \err  changing our s t r aw3  :u reiocuI on the repiuarea urir . 
n iiperarions. 41 the time o! the decision I o  expand me indepeiia- 
enr p w e r  operauons. ou: announced srrareg! ivah ro c o n " m  
iachues and s i p  contracts for me maionn of h e  ourpur a i d  nave 
oiu! a sniaii percentage of uie ourpu: in me spor. or merchant n i x -  
ker Thih I >  nor conusrenr i\irh the ctirrenr \vliolesde poive: marker 
model ivnere niosr [raniactions are jhorI rerm agreements and  
spot s d r s  l i e  i v e i e n e d  \vhoiesak p o w r  markers and  rhe ciianp- 
inp inme: diiiamics resdrea i n  a change in our 5rrareT 

Folioiiing uie completion of h e  large Union and Gda h v e r  
poiver srarioiis. it: me iace oineak conairions in rb.e merchant 
erierg markera. i i i  Ocrober 2003, \ \ e  miouriced rhar \ \e  ii.ouid 
irii'esr l:rde, if an!. addiriond cash in h e  eusung merchair penera:. 
in: plai:!j Fullo\iing a ihorriilgh reiieii of the oiruook for the rioi?. 
recourse pro~ecr-Ancir.crd Uniori and Gila Rii.er poiier plant> and 
aiw>siner.r of our abl;ii\. ro conunue IO juppor: the pianrs \\e 
dererniined I O  cea<e proiiding eq:iin. tunmng ro b e  projecrh and 
io xll our oit-nersnip inrerest in diene proircrs ro rhe  lending banks 
or ornerh 

\ V i t h  u:e reducrioii of business rihk and elirnination of me &io. 
c'iiireci h i e >  rsprcred from rhehe picirir, mer  me neir sewr:ii !-ear> 
;\e i\iii br  posirioned ro focus o n  our elrcrric arid gas t i r i i i r ies. 
i \hich operarr in one of the besr energ.  markers in the counrg.  rht' 
iiigh-:ro\i~h Florida marker. In addition i t e  \\ill ha i r  rhe earnings 
anc  c d i  Do\\. tiom our long-rerm profitabie unrepilared coal and 
rrati,poncuon ousi i iesses aiid tnose ivholesale poiier generaring 
planrj ,iiih contracrs. 

ing asjer d e > .  diiidend reduction and capirnl markers r ransxriom 
IO niter uur cash and liquidin needs associared i ~ i t h  our large con- 
sirticdon program. .% discussed in the Liquidin. and Capital 
Resource iec:ion ice have made significanr progress in improiing 
our liquidin. posirion over L i e  pas[ ie\v years a i d  look fonwrd in 

2ULi-l IO hs\iiip ro nieer our needs lor sipnificaiu! loi\er lei .els of 

O w r  r i le  l a b :  nvo years. ive have raken significan: sreps. inciiid- 

Operating Results 
\lanagenien: 3 Dihiu>sioi: h .4iiAysi\ (1: Fiiiaiici.1; 1:oiiii1:iuii 

a n d  Rehulrs of Operanons urilize> TECO Enerk? coiiwliddrcc 
f inmcid sra:eixenr> \i.iiicli haie  been prepared i n  amirG.iiice 
i\irii G.\Q io aiidhw the financial ctindiri~iii o: [tie c c i n i p m  

TECO Eiier,?-s reporred opmri i ig  r e d r h  are aficcrcd by a 
number of  crirical accounriiig enrimares such as  tho^ iniol i .cd 111 

our accounriiig for replared acriiiries. aswr inipairirienr tesriiig. 
accounting ior unconsolidared :ifiiliare.r and others. :bee :he 
Critical Accounting Policies and Estimares srcrion.! 

The ioiloinng [able shoivs die uiiconsoiidatrd rei eiiueh. ne: 
income and earnmgs per share cuntriburions from conrinuing 
operarioiis of the significant business segmenrs ias  we have rcde- 
fined them:. !See Sote 19 10 [he Consolidated Financial 
Stareinenrs 
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rniliiorir Dcev: ver~tuirr~anioi ir iu - 4  100 3 2%: '(k .; 

Unconsolidated Revenues 
Regulated Companies Tampa Elecrric S 1.586.1 s 1.58.3.2 s : 4 1 2 -  

lord Regulated S 1.994.5 > I  w1,,< 
Unregulared Companies n V G  s 93.9 5 !:I i c 8 ! . h  

TECO Transport 260.6 2 5 4  r 2-4 9 

Orher unregulared businesses 263.5 _. . 

Peopies Gas 51 stem 408.4 315 1 3.2 u 
.c : (\ 

_ .  

, . -  > 3d; j TECO Cod 196.3 3 1 . .  

7')$ y 

Turd Unrerulared S 916.3 5 "c': .i $ j + ,  

_ _ <  14- - 

Set Income - 
Replared Compmier  Tampa Elecrric S 98.9 s I - !  8 5 1 5 4 0  

1 ' .  Peoples G ~ i s  S ~ i t e ! ~ i  24.5 24.1 -.i i 

?oral k~wla tec  s 123.4 5 1"L  > . . .  . . - - ,  

Unregulared (:ompanie, n1.i; S 1147.61 5 Y.! !  i !  i 

2 2  I 
IO? :: 

.>- i, Other unrepiiiared hu.irieswl I 5A!  
i l -  5 .I oral U nregulcired (60.6, I I .z 

Financing 'Ocher ( 7 5 i  3t). I 3 1  8 
Se t  income ;loss) from continuing operations (14.7) _ , .  - 

Ner income (IOSSI before cumulative effecr of change in accounring pniicipie (905.1) 330.1 303 7 
Curnuintive rffecr o i a  chaiige in accounring principle 14.3) - 

L G  5 
Disconunued operations (890.41 5 2 ? .iH 1 

7 - -  1 

Earnings per Share ~ Basic - 

Iwguiared Coinpanie, Tampa Elecrric S 0.55 s 1.12  5 I l j  
Peoples Gab Sysrrm 0.14 U . I G  0.17 

T o w  Replared 0.69 s 1.28 5 132 
iinreyulated Companies TlYG S (0.821 s 11.03' s 0.00 

TECO Transpori 
TECO Cod 
Odier unreeularrd busiiiesseb 

0.08 0.11 0.x 
0.43 0 i o  0 44 

(0.03) 0.18 0.1- 

Finaiicinp 'Other 10.43) '0 .24 t.15 

Disonrinued operarions (1.95) 0.34 0.28 
2,2G 

E ~ r n i i i g 5  (iosh' per share from conrinuing operations 10.08) 1.81 138 

Eariiinui ' loss,  Der share before curnulariie eflecr 01 change i i i  accounang ~r inc iu le  15.031 ?. I5 . .  
Cuiiiularive ctfecr o i a  change in accounring principle (0.021 - 

EPS Total S !5.051 S 2.15 5 2.2fi 

Tampa Electn'c - Electnc Operations Resitlts 
Tampa Electric 5 net income decreased 42 percent in 2003 ro 

S Y 8 . Y  million retlecriiig a $48.9 million afrer-ray \\Tite-otfassociar- 
ed \vith combustioil turbine purchase cancellationi. accelerareu 
depreciation reiared to Gannon Station coal fired assers o fS l j . 6  
in i l l ion aher tax, a S5. I  million aher - rw disalloivmce by die 
Florida Public Senice Commission IFPSCI in die Soveinber 2003 
tuei adjusrment hearings for oprrarions and maiiiteiiaiice espenh- 
e5 for the Gannon Station (see [he Regulation secrionj. lo\ver 
.AFUDC equiF. a S6.1 mihon aher-tax resuucruring charge associ- 
ated \nd i  a s t d f h g  reducrion program and higher interest 
expenbe. Tampa Eiecrric's ner income before the resrructiiring and 
rurbine cancellation charges \vas S153.9 million. The expense 
items preiiousiy nored and lo\ver sales to other uriliries aiid 
decreased sales ro phosphare cusroiners more dian offset conrin- 

ued good residential and commercial ctistoiiier gro\\1h, loiver 
operarioiis and maintenance e y c i i s e i  aiiu inore f a w a h l e  w n i -  
iiier ivearher. The equiv component oi AFIJDC. priinaril!. from 
the Gannon to Bapide  Units I and 2 repoiwring projecr 
decreased IO SlY.8 millioii cunipaied to S 2 1 . Y  million i i i  2002. 

?;imps Electric's net incoine increased dinosr 12 percenr in 

1002. reflecting good customer gr ( i i \~h .  \lighriy highcr residential 
m d  comiriercinl per-cusronier cnerky ti\age, .ind a ia\orable cu\-  
tomer niL\. lower inreresr expense and higher .AFIJDC. eqi i iy ,  pri- 
inariiy Ron1 the Gaiiiioii to Bayid? iJn i r \  I and 2 repri~vering proi- 
ecr. parrial!. offser by higher operations. iiiainrenancc. and dcprcci- 
ation espenses. .IFUDC equir). increased IO S?4 '? million. coni- 
pared \\ith S6.6 mlllion in 2001 Ne[ incoiiie inc.easrd in 2002 
whiie operaring income decreased. due  tu higher ,AFlJDC a n d  l ~ ~ , e r  
inreresr expense Lvhich atfecr net income but not operating income. 
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Taiii pa Electric Operatiiig Reueiiites 
Rrrail niegai\arr hour sale, rose 1.6 percent in 2003. primaril\ 

rroni increased resiaeiirial and coinniercid saie, from custonier 
groij*Ji and higher per-cuqroiner usage among residenrid cu<- 
tonic:> Elccrricin. sales to rhe lo iver -mxyn indusrrial cusromerj 
i i i  the phosphare indusrn  decreased 7.4 percent in 2003 aher an 
18.7 percenr iiicreLije i n  2002. Loiv prices for phosphare iertillzer, 
arid high r?,',v rndrerial cosrs conrribured i o  reniporan closure> of 
phosphate producrion hcilines during the year. Domestic phoi- 
piiare consumption is expected to reniain relarii,ely srahle io: [ne 
next  severd y a r s  u.itIi increased demand from China drinng rhe 
exporr n:arhet The company's phosphare c t i~ ionier j  have indicat- 
ed mar piices have improved from rhe loi\~leveis experienced i n  

2003 hiit production may v q  IO mainran srable prices in 2004 
Base revenues from phosphare d e s  reprehented sIi$:rl!~ less rnan 
3 percenr 0 1  babe rrveiiues in 2003 and 2002. Son-phospiiarc 
incurrial  sales increased in 2003 a n d  2002. primarily reilectiii; 
coiiriiitietl ecoiioniic proi\ih iii [lie drca. 

Base rare5 for dl cusioiners \\ere unchanged in 2003. Fuel- 
relared revenues increased m 2003 uiider me FI'SC approied f u e l  
adjustrnenr clause due  io h e  recovery o f 2  preiious under recoi'. 
e n  of f u e l  espeiise i n  2002 and higher n m r d  gas prices btarting in 

tare 2002 and conrinuing i n  2003. Rares under the fuel atijumieiir 
clause \\Ill increase i n  2004 under t h e r m s  approied h!.ine FPSC 
in So\,ember 2003 i o  refiecr the increased use and higher cost 0 1  
natural gas \\irh rhe completioii ot thc Bayside Poivcr Sta:ion 
repo\\'eriiig IO na turd  gas. 

Sales to orher uriliries for resde declined i n  2003. priniarii\ as a 
resiilr of Ioiwr coal-fired generaring iiiiit availahliin diie I O  tlir 
shur dinvn (if the Cannon Sratioii coal fired generanon in pre;iara- 
tirin oirlw conversion io natural gas. and rhe scheduled ];in 1 
2003 expiration of rhe Big Bend Sration poiver sales agreeinen! 
\nrh Hardee Power Partners. E n e r p  sales to orher utilities are 
espected IO r e m i n  stabie in 2001, due  IO mcremenral generarion 
being gas fired, \vhich is at a higher cost due to gas prices. 

es and business eupansion, Tampa Elecrric espects ai'erage rerail 
e i i e r c  sales groi\th of more than 1.5 percenr annually oier die 
nest fi\e years. \n th  combined e n e r g  sdes groii?h in the resiclen- 
ria! and coiiiniercial sectors of3 percenr annuall!: Tampa Electric'c 
forecasts indicare thar sunimer r e r d  demand growth is expected 
io average iiiore chan 100 megaivarrs per year ior the nest fiw 
bears These groiith projections a s w n e  conunued local areli eco- 
iioniic groi\.rh, normal iveather 2nd a conrinuation of the  current 
e n e r g  marker srrucrure. ;See the Investment Considerations bec- 
rion.; 

The economy in Tampa Elecrrics sen ice  area conrinued i o  

Based on  projected gro\\.rh froin conriniied popularion iiicrea,. 

groiv i n  2003. aided bv d?e region.: relari\ei\ lov. labor rnich atIra<. 
11\ e cosr oili\ing and affordable IiousinF. The l m i p d  i i iciropolir~i 
areas en ip lo~mei i t  greit' slighrh iii 2003. i n  spire 0 1  the coiiriiiued 
US. ecoiioniic slo\\.doivn in die firsr lid: of die !?<ti Xie  hicd 
Tampa area iinemplo!menr rate p e d e d  in i m i i a n . 2 ~ t 0 3  a1 4.3 per. 
cent hefore falling IO 3.7 percent in December 2003. ~comp;ired 
ijitli 4.3 percent in December 2002~. aiid 4 7 percent ior rhe S u r e  
of Florida 2nd 5.7 percenr tor die narioii. Tne Tampa area. \\Ith its 
diverse senice-based econon;!. did nor expcrieiice tnc saiiie drop 
in ecoiioniic dcriiiues as diose areas of die counrn i n d i  inanuiac- 
turnig-based econonues. Studies b!, local ecoiioniic development 
agencies have < n o m  h t  th r  Tampa Ba!, repion ha:, beeii one of 
rhe iiist regions i n  Florida to enter a recession and one or uie first 
to r e c o w  troin ai1 economic slm\d~ii\ i i  

Tampa Electric Operaring Expenses 
'lord operating csperisei. cxciudinfi tlw SIY.6 i t i i l i i o i i  pre-tax 

charge !or coiiibtistioii turbine purch;ise c;~iicciI.~r~oiis. ivcre 
,?inio5r iinchaiiged in 2003 as iiniier nun-fuel opeiat i i in\  a i id m a i n -  
tenance expeiws for power generailon p h i i t s  and io\ver pur. 
cli~ised poii'er espenses virrually o f fse t  hicher fuel eo\!\ froni 
increased use of higher cos1 narural pa,: higher depreciarion trom 
normal plant addirions and accelerarcd depreciarioii oii dic' 
Gaiinon coal assets. ivhich ceased opcrarions in 2003, and 
increased employee benefits cosrs. Operatiiig expenses increased 
;~lniosr I(,  peIcenr in XU2,  reflecring iiiglier hie1 costs troni an  
increased aniounr of poi\er geiier;ired i ~ d i  liighrr-cos1 oil and 
naturai gas. increased purchased p w e r  dur t i )  l w e i  unit avanlabil- 
in', higher operating ekpeiises due  IO higher empioyet. henefit 
costs and cos[> associared ivith a srattiiig reduction prograin which 
rcsuitcd in a 7 percciit rcduciioii in the \vorkiorcc. higlicr dcprecia- 
[ion from normal plant addirions IO seri'e the growing cusromer 
base and the addiuon oi a i i e i v  peaicliip coniDusrion turbine at the 
Polk Poiver Srarion in  mid-2002, and acceierared depreciarion 



ajsociated \iith pnasinp oui cod-rrlated ahsets 31 h e  Ganncii! 
Poiier Srarion 

io decrease LE 200: as a resuit oiivorkiorce reducaons in 200.3 and 
7002 and rhe operauon of Bayide  Poicer Srarioi:. ivhich has loivcr 
maipoiver and mamtenaice  requiremenrs. 

Depreciarioii exFen,e is proiecred 10 decrease in 70u-1 aue I O  

the en0 of the accelerared depreciation on the noir rerired Gannon 
Siarion coal-fired assers. pamally offset by normal planr add111011i 
and the coinplerioii of the Ba!.side repoiteriiig projecr where coni- 
inercial i en i ce  begaii on rne firsr phase in ,\prd 2003 and  die sec- 
ond phase on jaii. 15,2004 ,See the  En\ironmenral Compliance 
sec~ioii. 'icceierarec aepreciarion 01: die Caiinori bra11011 c o d  
fired assets \\'aj 5 2 5  rniLio:i pre-rm in 21.103 

File! cosis increased 4 5 percenr i i i  2003, primarily tiur ro 
incrrazed use ofnarurd  gas at rne firs: phase ot the B a w d ?  Poi\er 
5rarion and acrosh air b o x d  increases l o r  hiei coj1j that raiiprc 
from 5 percenr per million BTU tor cod  10 I0 percent for na ru r i  
gas Fuel cos[s increased 22 percenr in 2002 despite ioiver c o i  
C O i t S .  reflecring prinixilv increased generario!i iiirh oil and iiaru- 

rd pa,: due ro loiter coal unir availability Coal prices have i m e d  
froin year ro year from a 5 percenr increase in 2003, a G percen! 
decrease in 1002 aiid a 7 percenr increase in 2001 due  IO supply 
and demand and  die prices of orher fuels. 

iitioiii ot rhe first phase o l  rhe Bayside Poicer Srarioii i n  riiiie ror 
summer peak loads. Purchased poiier expense increased 111 2002 
due 10 loiier unit a\.ai!abilin, priinaid!- as n result ot plannen 
maiiirenance o~i r~ iges  o n  base load geiiermng i in i~s  a n u  
uiiplmned outage.; during peak load periods. The effects of higher 
tuel and purchased poiver costs dre also reflecred in the higher 
operaung w e n u e s .  as these costs are recovered ihrou,oh rhe he!  
adjiistiiicnt clause. Purchased poii'er is expecred to decliiie signlti- 
canrl! i n  2004. d u e  IO die operarioii of rhe ncii,l! rcpoiiercd 
Bayside Srarion. 

Prior 10 2003. nenrl! all ofTampa Electrics miii generation \vas 
produced trom coal Sraning in ,April 2003. the mix srarred to shifr 
itirli iiicrwsec use of narurd gas ai rhe Rayide bt3rion. Cuid IS 

especied i o  he more than h d i o i r h e  muel in theTampa Elrcrric i l iL\  

Son-fuel tiperarions and niaintenance expenses are expected 

Purciiasxl poiier decreased in 2003. primarii!. due  i o  the oiler- 

due  I O  rhe babe-load u n i r h  a1 Big Bend and  mr co,i, ~ ~ ~ ~ I ~ ~ A I I o I ~ ,  

uni:. Poll Uni! One Sariiral p t i w  is expecied ro i i i c r e ~ w a p : : '  
in 20iG iiirn the comniercia operarion o i t h r  >rccind pii'iw 01 :tic 
Ba\.side Srarinn on lar,. 15 2004 Sec m e  En\ironmenral 
Compliance secrion. On 3 tow e n e r g  huppl! basis comnxi! 
penerarion accounred [or 85 perceii:. 53 percerir and 84 percenr of 
h e  [oral s! stem ene rg '  reuuuemen:. iii 2003 200.' and 200: 
respecrively 

Peoples Gas Sjatem Operatioils Results 
PGS 15 1 1 1 ~  larpcsr iiiiesro!-oiiiied gab aisrri 

Ho:IG~: 11 sen'?, nlnio,: 2 9 2 . ~ 0  C L : S I O I ~ ~ ~ : >  iii 

me:ropoliran area> of Fiorida 

c ~ n :  diid a Sll million base reieiiuc iiic:v:iw ettrcri\e :I: l.iiili:in 

2003. itliich niore rhaii oh-set rhr inipaci or'iiiiluer rhm no:i i iLi :  

k i e  iiinrer ivearher. ihe eriectz i i i  higher iisrtirai p i ,  !ir:ct>\ arid 
higher opcrarions expenses. 

Gas price, rose sigriificantl~ iii the hecoiici l i d !  01 2002 ~ n d  
again in 2003 and h a w  reni, i ind hipii conipait~d IIJ 2OU: iriels 
The higher cos1 of g a b  hJs  had ~i iiepari\e impacr o:i bale\ r i i  I:a;e: 
inrermprible and poiier penerstion ciisroiiiers, esprci,ill!. in rhe 
second half of 2003. Alan\ of rticr cuztonierr h a w  the ahiiiry t(1 

\ivirch 10 airernatire fuels or I O  i t e r  consuniprion parrmi\.  
Inirizll! rhe gas price iiicreawb i n  2003 did l int  cnu\c sigriiticnnr 
iuel siiirching as the differenrial Dcni'eeri iinrurd p i s  2nd oriier 
fuels reiiiained relaiirely co~isrcin!: 1ioii.eier. rht, oersisrenr high 
iiartiral pas prices and the forecnbt for ccintiniied high p i i c e s  
caused hiel siiircliing 10 increase in the sectiiid haliot 1003. 

dies? results were 4.1  percent cusroiner gro\ith. operations and 
inaiiirenaiice expenses ii.liich \\'ere csscniiall!. uncnanpcd froni 
2001. and higher voluines sold for off.s\,sreni salcs and higlier vol- 
UIIWS rransponed for p o \ w  generation cusromers iiliicti nwre 
than ofiser the impacr of mdt l  is'inrer \ \rather.  

historic all^: die natural g ~ i h  marle t  i n  l-lorid:i has been under- 
\en.ed i j i ih  ih r  hi~.iesr n ix l e r  penerratiriii i n  the soiirliea~rerii U.S 
PCS 15 expailding i t5 ga\ disrrihurion i!.sreiii inro areas 01 Florida 
not  prc\ioticly served aiid iv id i i i i  area, currenu! zervcd 

\et incrinie :iicreLised in 2Ui!3 iroci c ~ i ~ r o i i i t ~ r  grri\\I!) o t  5 2 !lei- 

PGS ner income rose dinosr 5 percent ii i  2002. Contrit)uring 10 

Summan of Operating Results - Peoples Gas S w e m  
n2 iili0fLS' -7003 m J 1  

Rweiiues 
Cos1 01' gas sold 
Operaring expenses 130.0 12.53 115.0 .- ,I<', 115.4 

C 51.1 Operating income S 54.4 1.7"; s 53.5 - t . ,  , 

Set Income S 21.3 1.2". s 24.2 -1.8'' i 23.1 

I - , I  

s 00 - s 0 0 Resrrucruring charges S 2.6 - 
Ser income before charges s 27.1 12.01.; 5 14.2 4 8',> s 23.1 

Tlicrnis sold - by cusromer segment Kesidential 6 4 . 2  b.6": HI.? -. , 4,); 58.8 
Comniercid 334.8 . t  337.b 6 IW, 3U8.9 
Industrial 106.3 - 4  I", ,  423 H .140.5 

&'{!,' 

Cusromers [housa i ids ,  - avcrnae 29 1.9 5 . 2 ' 7 ,  277 i 1 1 %  2hii h 



In 20Ci3. rebiaenrial and co:nnierc!d hr rm sdes increased nor ,  
cusromer gro:\m oi tner 5 prrcrni in 2Ot33. ana colorr LX:: no:n:?- 
eari:; \\inter \\earher Therm sae i  to large inausr rd  ana poiie: 
generarion custoniers oecreased. primad!. trom signuicanu\ nigh. 
er gas prices 

Resideiiual therm sales increased in 2002. the result of cus- 
tomer gro\\in of more than 4 prrcenr and  increiised per.cusroiner 
usage. more tliari ohsetring niiider-than-norma, ivearher 
Commercia! rnerm sacs a s o  increased. prinianlv from increased 
per-cusri~mer use 

Thc acruai cost 01 gas and upstream transponarion purchased 
aiid resoid ro end-use customers is recoiered through a Purchased 
Gas .idlusrnienr . P G I  clause approied oy the FPSC annudiy. 

In Floriad. natural g a b  sen ice  is unbundled for all non-residen- 
ria: cticroniers. aEo:ding riiesr cubromers the opporrunin ro pu r -  
c l i d w  gns from any proiiuer. Tile ner restilr cii 1I i i .G unbundling I, ;! 

,his rrom commodin m e <  IO rraniportarion d e s  Brcatise com- 
inodig s a k i  are included i i i  operating reienues at riic cost of rile 
gas on a pass-Inrough basis. there is no ne: h m c i a i  impact IO h e  
compa:i:% ivneii a ctijromer shirrs I O  rrcmsporranon-ody sales 
PGh nixkers i t s  beii'ices ro these customers dirough its 
"\LirurKhoiie" program. .ir year-end 2003. 10.500 customers h a d  
eiecred to take sen ice  under [his program 

Operaring espenses increased in 2003. driven primarily b\. 
h i p e r  eniplo! ee-relared costs. including remucturing costs 
Operating espenses ii: 2002 \cere essentially unchanged froni 2001 
levels. Depreciation expense increased in both years. m line iiih 
rne increased capird espendirures made oveI rhe past several 
y?ez!\ 10 r i p a n d  the hysreni .  
On June  2: .  2003. PGb requestrd :I 522.6 million aiiiitid base 

re\enue i i i i r r a v  On Dec. 17, 2002. the FPSC authorized PCS to 
increase annual  bdse reieiities b!.Sl?.Oj niLUion. The ne\\ rates 
alioiv lor a return on equ in  range 01 10.75 to 12.25 percent \ v i h  a n  
I i . 2 5  pmei i r  inidpoint. i\.nich is the same a i  its preiiousli. 
dloi\ed return on equin-. aiid a capital structure oi j7 .13 percent 
eqiiin. The increa>e iierir into effect on Jan. 1 G .  2003. !See the 
Regularion section. 1 

lii \la!. 2002. Gultstremi Sntural Gas Pipeline iniriared senice 
Xi:\ inrerqrare pipeline siarrq in >lobile Bay, .Alabama. crosses rile 
G ~ i l r  ut Ilehcci and  come5 ashore iii Floriaa just sourh nfTanipa. 
Gulrstrcam is the firs: ne\v pipeline seiying peninsular Florida 
j i i i c e  1959 This pipeline iiicreases gas transporrarioii capacin i n to  
Flvrida '3, 50 percenr. 
cnpacin' iii 2001. ijhich i i i c ream in 2003 and 2004. The addition 
ot the Gulrsrream pipeline enhances rrliabilin. ot seriice aiid lieips 
i o  meet the capacin needs tor PGS' groijiiig custonier base 

l n  2003. PGS decreased the Level of capital eipeiidirureb ro 
cxpaiid its system into areas of Florida preiiousl! unscncd  h!, not- 
u rd  gas to 242 million. a level beioiv rhe prior three years. PGS 
expansion srrateg' for rhe  nest several years is to rake advantage of 
the significant capital ini'esrmenrs in main pipeline expansions 
innde over the past fiw years and coniiect customers to that ex is t -  
ing infrastructure. PGS expects increases in sales voltiines and 
corresponding reienuec in 2004. and coiirinued ciistoiiier addi- 
tions and relarcd rei'enucs from its build-out efforts tlirotigliou~ 
die state of Florida. Tlicsc groii-rh projecrioiis assume continued 
loc;d ecoiioniic groibih. norninl w a r h e r  and orher tiicrors. \>e? tile 
Investment Considerations becrion , 

enteied inro a senice agreement for 

TECO Il'liolesale Generatiow Inc. 
(Foniierly E C O  Poiiler Senices) 

i n  !5YU \\e announced h a !  a componrnr o: our strare? \\'a< rt' 

expanu our presence IT, [ne domestic !naenende:;r e n e r p  itidti,. 

in. bee die S t n r e g  and  Oudook secrioii Our aecision to ir,wbi 
in this i n d u s t n  \vas Lnade mort' rnan uiree vex .  ;?:(I h a d  on tne 
oiirlook then tor the ener?' niarketi: hevond 200; 'rim\ >idre> 

\ \ere openmg [hex lnaraets io more compermie iiiocieih,  elccrr ic 
demand \vas groii-ig i \ i th uie g:oi\iiig ccniioni\. a i m  \ \ e  w: 
opponunities to esrn arrractiic returiis oii our invezrn icnts  

\ \ e  ha\,e reuioughr our iiiaependeni poiver srraie? i i i  uit' !act> 
of nim! tJctor5 Thew factors incliide IacL of hupporr !or deres:!- 
jarion inar \ \a> onginall! anticipated t o  iwterinliLe. the e\i<reiiw 

ing !\?ai poher price eii\'ironnien! ii: Vie niarht'I\ \ \here  we !la\ P 

o u r  piants 

piolecr development at TIVG. in .April 2U0i \ \ e  aniiciuiiced that 
i r e  i:.oulii beck to increase our ileahilin to  he able i o  mirigair u i t a  

risk rroiii the merchant ponfo i i (~  hrciug!: li niiinber ( i t  >reps. 
including h e  rerminauon of loi i i t \ encure< i\iili Panda ' t i i q ?  in 
the Union a i d  Gila River poiver s t a t i o i i b  TPGC and i i i  the Texa5 
Independent E n e r p  ,TIE  plants Tile rerminariori of rlir joi i i t 

\enturc \vim Panda E n e r g  \vas accoinplislied by mid-\ear for [tic 
Union and Gila River prolecrs aiid in tile rliird q u m e r  tor IlieTIE 
projects 

In Ocrober 2003. we annoiinced that i v e  \ \oi i ld pur l i t t le i f  aiiy 
addirional cash inro the nierchanr penerarioii porrfolio In 
F e b r u q  200-1. i v e  established pian IO rut  from our o\\~iiersIiip o l  
rhr Union and Gila River plants that incltided a non-binding letter 
of intent nirh the lending banks for [hose projects that i+.ould 
alloiv such an eur. Completion ot die plan is subjecr i o  the lender 
group's approval and eiecutioii of detiniri\.e apreeineiirs. ivliich 
\\ill contain ciistomag. closing conditions anti ieqiiire cerr3in reg- 
ularon approvals. Definitive agreements are expected b!, die end 
ofthe second q i imer  itirh final closing targeted for die eiid ofthe 
third quaner ot 2004. Until closiiig. TIVC! ivi l l  coii~iiiiic I ~ I  oprrare 
rhr planrs consistent i\ih preiious opcrations and bc conipciisat- 
ed for rhese operations. ivhiie i\.orhng iv i t i i  h e  lenders to effecr a 
siiioorii transition upon chaiipe oi  oivnership. Our decision ro exit 
iron1 o u r  oi\iiersliip ofthebe projects is nor dependerir o n  reaching 
ii final agreemeiir i\irii rhe ieiiderq l o r  a c u i i w i w i i l  rrtin<ier. 

.4< part of our reneiied focus on o u r  tii i i in ( ~ p e r a l i o n ~ .  
reused certain inrernd reporring intiirniatiuii uhed f o r  deci\ion- 
inahig purposes Ttic re5ults ofTIVG arc iioi\ tocuscd o n  rhc 
rebuits of operations lor the Frontera, Commoiiiwdrh 
Ciiespeake. Dell aiid '\lcr\danis poiver plaiirs. as i i e l l  as the equin 
iiiiesrnienr i n  tile TIE. [he Ode\sa and Giiaddupe power plants. 
and  TECO tner3,Source,  Inc. (TESI.  die ene r3 '  markrririg oper;i- 
rioii for the nierctiaiir plarirs. The tion-nierchanr p(iiver asxeti ihor 
\ \ere formerl!, reporred \\it11 T K O  Poiver hrrvices include our 
iiiterert iii rile Hai i ia i i in  Po\vt,r  S t a r i i i i i  i n  Haiiciii r l ic  C,ti;itcinalaii 
operarioiis iivhich include rhe Sail lose aiid ;Uborii&i poi\cr sra- 
tioiii 2nd our interest i i i  the Guarcniaiaii distribution urilin. 
EEGS.4; and  H a r k  Poiver Parrnrrs. \vhicii \vah sold in Ocrciher 
X f l 3  These are noiv iepurted i \ , i t i i  Other Unreguhted 
Companies. 

OfSUppl\ \\ell I l l  e\cKS< Old~I7iciI ld .  and  [he lJU11OOh I O T  i t  C O ~ ~ i ! l U -  

111 September 2U02. i \ c  annouiiccd u i ~ r  \ \ e  had c 

have 



5lerchant Generauon Facilities 
Conriiiuiiig operations at A\G recorded a S l47 .h  million 

loss in 2003. primarily due  to its portion of the 561.2 inillion 
aher-ray goodrvill v.-rite-offs associated rnth the Fronrera and 
Commoiii\edLi Chesapeake plants, the 526.; million aher-iax 
arbitration resene  associated riith the oisnership of die 
Coinnionivealdi Chesapeake Poiver Station and rhe operating 
losses from rhc merchant generating pianis. Other factors influ- 
encing resulis in 2003 were die loss of interest income troni die 
T!E planri rvhen the loan to Panda EnerQ. converted tnto ai 
e q i i i y  or:iieiship posinon in i a n u a q ,  2003, and the cessation of 
c;ipirdizaricin of interest on the Dell aiid \lc.idams planis. 

The loss for the inerclianr portfolio in 2001 'resrared to reflect 
continuing operations1 \vas S7.9 miilion. primarily troni full year of 
otsnership of die Fronrera P o a w  Station. The results included a 
$5.8 million aher-ray charge related to die sale ofT',\'G s niinorin 
inreresr in generaring assets in the Czech Republic. higher opera- 
tions and maintenance expense. lorver enerm prices and sales 
troni dir  C o i n n i o n ~ ~ e ~ i l t l i  Chesapeake Sration aiid higher finani- 
in:: costh. 

Rrstllti in ?0Oi included eariiiiigs froni the Coninioni\ealrli 
Clicsapealc and Fronrera generating stations and higher returns 
on Tl\'G's inr'esrnient dirough Panda in the TIE projecrs. and ii Sti .  i 
million after-tax valuation reserve recognized in coiiiiection \ \ i t h  
[lie sale ofT',\'G's minorip interest in EGI. which o\s i ib  sinall gen- 
erating projects i n  Central ,America. 

T\\'G's nvo investments. in the form of a loan to Panda. coii- 
verted into an indirect ownership interesr in TIE in early 2003. 
totaled 5137 nullion. In September 2003. P \ ' G  completed the fore- 
closure on Pandas interest in TIE for a deiauli on a S?3 million 
note receivable which resulted in TIYG becoming a 50-percent 
orvner in h e  plants and a total investment ofS160 million. In 1003. 
iiiijiror ed peak season power price5 and a neiv porver and gas 
manager rerained io increase the e n e r p  sales froni these p1anr.i 
resulred 111 iniprtived finaiicial performance: hoiveter. die plants 
still had a negative impact on earnings. The interest 011 the loans to 
TIE i vas reflected iii N O ?  and 2001 earnings. 

In 2003. the 477 megaivatr. narurd gas-fired, combined-cycle 
Frontera Poxer Station. locared near \ lc.Uen, Texas sold 11s ourpur 
iii the spot market in Texas. \2hile prices in Texas improved during 
the peak sumnier months due to an outage at a large nuclear iacil- 
in in south Texas. the plan[ had a negatiire impact on earnings due 
to potver prices and increased maintenance expenses. 111 2002. rhe 
Frontera plant facilin sold energy and ancll iay senices to the 
Elecuic Reliabdiy Council ofTexas (ERCOT; under a reliabilin- 
niusi-run contract r\hich contributed to higher earnings that year. 

er restilts for the 3 15 niegnivatt simple-cycie. o i l -  
fired Commonrvedth Chesapeake Power Station on die Delmana  
Peninsula in \'irginia \cere impacted b!, the mild and wet  bummer 
weather in that area of the nation. which reduced peak suminer 

load. 2003's results also incluard its porrion o i ~  Sir!.? milliuii 
after-tax good\\ill \\Tite o f f  required under F,iS 142,  (;uociic':i/ t i r i i i  

Oriier /rl!flrigib/~.4xx?~j, a i d  a S26.7 inillion after-tax r t w n ' e  tor an 
arbitration award against TSlDFl thr indirect oi\ncr o f  d i i h  piant. 
This planr is a peaicing plant that is desipiicd to oper'ite priinanl! 
i i i  the summer aiid sell in the ? I l l  n i i r le t .  The p h i  5 location on 
[ he  Deln ima  Peninsuia gives i t  a locarion advnntagc due  to lerv 
competing generating resources in the arca and traiisniissioii s! 5 .  

t e i n  cons r rmts  o i l  die peniiisula. in  addiriori to electric energy 
the p imi  sells ancillan. s e i~ ices  such a h  spinning resene  m d  
capac iy  i n  the PIA1 market. 

n \ ' G  oi\iis nvo 599-inegarvarr. narural gas-fired. coinliined- 
cycle projects Dell and \lc.\danis. locared in .Arkansas and 
Xlississippi. respecti\,elt.. Construction oii these prolrcts \ \a\  siilr- 

pended at the end of 2002 due  to projected loit ei ierp priccs in 
the niarhrts that diese p la i t s  \cere expected to sen? The ciirying 
costs, primarily due  to the cessauon of inrerest capirdizarion, 
associated rvith these stispentled p h i s  reduced T',\ G earnings i n  

3103. llarhet conditions v.111 be monitored to determine \vlien 
dirse plants i s i l l  be completed. ..it the time ot suspension. approi-  
in iarr l ! .S( jYO niillion had been iiiiesred in ttie5e plxirs. I t  15 esri- 
inatcd [hat [he toid coiistructioii cost to complete tliew iirolects 
ivould be npprowmately $100 niillion 

Energy l l u k e i s  
n\G j olieriiting merchant puner plaiirs are locared in markers 

\\irh ii histon, oihigh load $roi\ th Iioivwer. thr Kenera1 IJ .  5 .  eco- 
nomic slorvdor\n m e r  the past several years h i v e d  the grur\Th in 
dcinand for power in sonic of dies? niarhcis. In addirion. the 
sio\\,dot\n of electricin. deregulation i i i i t ia t i res across the United 
Stares. including the markets diar l \ V G  s e w s ,  caused in part b! 
the failure of deregulation in Calirornia and other events. h a \  
al lorvei l  die traditiiin;iI, incumbcnr utiliries to continue to operate 
oluer. l r s s  eiticient geiier;iting f , ic i l i t i r i  in lieu ut ptirctiwiig poiver 
rroin iie\irr, niore efficient independcni poiter plant5 These fac- 
lor5 l iavc coinbiiied \vith aggrc'ssivc plans b! t hc  indcplBiiticiit 
porvcr i i idusry to add nierctiaiir por\cr laciliries io cause mcess 
generating c a p a c q  that is either being built or has conie on line in 
many markets. This eicess aiippl! has depreased both apor m d  
fonvard \vholesde poiver prices. 

Studies by numerotis outside groups.  such ;15 Cambridge 
Energ  Research .4siociates. Standard h Poor's and others. preseni 
conflicting outlooks on poi\er price improiemenr , but most 
experts indicate dial \vliile spot po\\.er prices stabilized in some 
markers in 2003, poiver prices are expected l o  reniain ioiv \%ell 
beyond 2004 

TIVG has heen unable to secure long-term coniracts f o r  the 
output oirhese plants: therefore. rheir production has been sold 
under a mix of spot market sales and shorter-term t r a n w x o n s  in 
2003 and 2002. TECO Eneru ' s  polii? IS to balance p w e r  contract 



comnirnienrs \\ih necehszg purchase  uiriarura gd> in order [I! 

kiioiv rile margins tor such a a e 5  zr he rime of commirmen: 
These sales iisualiy do nor include [he V ~ U K  :or capacin pa l .  
ments. ancilia.? sen1ces. dispatcnabdin -ad  h e  pren:iur.i a>soci- 
are0 iiitti oiining pn!.sical assets. These incremental \ d u e  coni- 
poiients are ohen captured in me spot marner at h e  rime o iphis l -  
cal sales or through more structured uansacuonb. 

!n ?O(Ji. TECO EnerpSuurce 'TES began entering inro poicer 
m a r k i n g  and fuel procurement rransactions. TES is acni.ei;x 
arehiig both shun-  and  long-rem conrracrs i<jrh purcnaser\ for 
me ourpti: nom the Fronrera Poiwr Station. Our current beioi i  
invesrnienr grade credit rarinc limirs TES abliin. ro hedge siKnk- 
can1 mioun:s of ton ixd  sues inuiour postL1.g collarer2 i~hic l :  I: 
1'; nor doing 

The merchanr operarions norinaiiv balance their f ixed-pwe 
physical and financial fuel ptirciiase and ene rg '  sales conrracrl: ii: 
iernih of contract w lumes  and  the riming ot penormance and 
de l i \ ey  obligarions. Ser open positions may e s l r  tor snori prri. 
rids due ro uie or:ginarion of ne i i  transactions. \ \ hen  ner open 
posi:ioni exist.  [he niercha:ir operarions i\dl be exposed ro fiucru- 
nring marker piices. .U1 rue1 purchase and e n e r g  sales conrracrs 
2nd open pojitiuiis are nionirored clod!. by dieTECO Enerp  risk 
inanagemenr function. i ihich is independent of die merchanr 
operations 

In nddirioii ro price risk. cred;: r i d  is inherent in 1?\'Gs ene rg  
risk management ac t i i i t i es .  The maritering business may be 
exposed to couiirerpain credir risk from a counrerpam' nor fulfill- 
ing i t s  obligauons. Credir policies and procedures. adniinisrered b! 
TECO EnerQ. arrempr tu hmlr overdl credit risk The credit proce- 
dures incltitie a thorough reiieiv of potenrial counrerpanies' finan- 
cial posirion. collareral requiremenrs under ceriain circumsrances 
monirorinfi net exposure to each counrerparn. and rhe use of stan- 
dardized agreeincnrs. 

Sifiiiificanr facrors [hat could influence results at n\'G include 
e i i e i s  prices ii: 11s niarlers. iveather. domestic economic condi- 
tion, d n c  coiiiinodin. price changes. !See t h e  Investment 
Considerations secrion. 

Union and Gila River Potver Stations 

oivnersliip of the Union and Gila hver  projects and to  cease tur- 
[her funding ofdiese plants. \\'e, as the equig iiivesror, m d  die 
project companies that orvn the nvo large pianrs have eiiieretl into 
n noii-binding h e r  of inrenr conrainiiig a binding serdeinent 
agreement \\id1 the lenders that  proiided the non-recourse projecr 
financing ior these projects dial contemphies negotiation of an 
agreement for die purchase and sale or other agreement to [rail>. 
fer oitnership of the plants to these banks. .As pan of me coiircni- 
plated transaction. the outstanding non-recourse prolec: debi 
mved b!. [lie project companies' ivouid be satisfied The decision 
ru end the oirnership of [he pimrs aiid cease funher funding 15 

nut. lioivever, dependent on reaching final ngreenirnr iiirh the 
lendera for ii consensual traiisfer. Even i \ i d iuu t  such an agree- 
iiieiit. the projecr companies, ivlilch are currently iiidirecr sub- 
sidiaries ofTECO Energ\. could pursue other disposirion drerna- 
t i i e s  that rvould ulrimarely end TECO Ener@s oiniership of the 
plaiirs. 

Letter of Intent 

approied a noli-binding lerter of intent coiiraining a binding set- 
deinent agreement on Feb. 5 .  200-1. Under the agreement. i v e  and 
the projecr companies i\Ill ivork roi\.ard a definitive agrecmenr 
\\id1 the lenders for a purchase and sale or oriier agreenienr to 
transfer of the oi\nership of the projects to the lenders in exchange 
ior a release of all obligations under tlie projecr 10311 agreenienrs. 
The lerrer of inrenr specifies target dares for a definirive agreement 
by iun. 30. 2004 and for closing by Sep. 30.2004. The serriemenr 
agreement proiides for the treatmen: of rhe 566 inill ioii of letrers 

In Februan2004.  i \ e  announced our decision to exit from our 

The lending group for rhe Union and Gila River projects 

o I  credir posted b\ us under br Consrruction Una 
535 miiiion a:am in  Feonian 20N ror the oeiied: 
companies aiid the remaining S i  miliion riflrrrers 0 1  crec:: ru t'r 
cancelled ma rerumed t c  11s Under in? lerier 01 inrcnr. ali p~nit9. 
h d w  specified 2 ;xpe t  complerioii of auc ddigencc fo 
acceprance under the corisrmcrion and  c n d e n d m g  coiitracts for 
b o b  proiecrs i \ i h i n  .lJaa!.s iron: Feb 6. 2W4 i ionr ier .  n e  a n t  
rne prutecr companies i\i!l remain remonsihit ,  t o  addre>> C t ' r I . i i r  

perniir issue, at [ne Gii.! Riwr projec: \\r i i i l i  m a r  n o  iiri\ 
ini'esuneiit in [he proiecrr S i r c r  tile prtiiec!, x i t  aciiiei ri: rcini- 
nicrcm operarioii oii all :;iciines 3: 1lnio:i ?.i..d Gila Hiicr. i \ c  
be l i e le  mar i \ c  k~aie nici al! 3ur iiniireu v , m a n n  
a i i c r  rt.h?oiisibiii[ies 10 rhr proiec: coii:ti.me: \ 
our subhidimie, ;)Ian [G  ccinrinuc [ti piciii 

10 p m i d e  espeniar 2nd operorin: \ t i ! q x i  

conipsnies oprrarz the inciliriec cti:i,i5trii: iiirii ii.i<: prLictict', (11 

iezsr thruugr, rhr coinpietion 0 :  rhe rran\!t'r 0: oi\iiershibi Tiit, 

ienders a n d  \\e and oiir affili,ires h i e  r e s rn rd  r:ic ri$: ro d \ w r i  
cenain claims a p n s r  one ano:hc: uiirij a dc:;ii:riic aycenient is 
r exhec .  

Expiration of Suspension / Staidstill .Agreeinent 
The ietter oiinrrnr perniirs the piirtie.; t o  r r s r n r  rlitlir right\ 

apainsr each other. including i \ i r i i  respect to our t3i i i i r i~ ro campi!. 
iiiili [he 3.0 rinieh EBiTDi-to-inreresr ratio co i  iwpc' reqtiireineiir 
in our Consrrucrion Unaerrakiiigs for [ne uiinrrera elidin: 
and Dee. 31. 2003 \ a  cross default IO ri:c iioii-recourse credit agree- 
iiieiirs! diat \\ere covered b! the iuspriisioii ;\grernieiit. ii.hich 
has expired. 2nd the failure of the projeci compmiec io n i A e  
interest pa!nients on the non-recourse project debt and p,i!meiits 
under interest rare simp agreements due Dee. 3i, 3003 when rhr 
project lenders decluied to fund die debt s n i c e  resen'e. 

.As a resuit. the lending group could seek to cxerciw remedies 
against the projecr companies due  ro defaults in CoiiiiecIioii \\ith 
the iion-recourse project debr, iiicluding accelerariii: the noi i -  

recourse debi. foreclosing on the project collarercil arid suspeiiding 
turtiier funding: subject to [he detenct.\ i i r  m a y  liiiie. \ \hiie there 
c i i i  be no assuriince ti int  [he  teiidris grtiuli iull i i o i  rwrcisr t l i e h r  
rights ice believ? rhnt [lie Iriiders iiould prefcr [ i i  ef:cct 3 ciinseii- 
5 u d  transfer ot the prnjecrs i n  accardaiicc \$.it11 the hrwr 01 intent 

.Accounting Treatment 
Based on our shori-remi vit~ic of uirse proiecrh mid rile eftorts 

t u  dispose n i rheni ,  oiir conmliti'ired finaiicid resiilrs include, as of 
Dee. 31, 1003 :in ahset inipairniriit (1: S762 inilliiiii, afrer i i i i .  for 
previoui iiii'esriiients I O  retlecr adjtistineiirs IO tlir i'alur of [lie 
subzidiaries [liar in??? [lie inrric\is i i i  [lie rim pl;iiit\ T l i r w  after- 
t x i  iiiipairnieni charges include die asset \a l t inr io i i  adjiisriiienrs 
resulting iii rhr \\Tire of iof t t ie  hill eqiiir! i i i ves r i i i en t  iii the fdcili- 
ties cojii  reiared [o the ielarea acce.iernri.d i i~ip; ic t  of i hc  cliaiige 
in  tiedpe accoiiiiriiig f u r  inrcresr rate \ivni)y anti a iulnted i.~~liiiirion 
a!loi\ iincr tor c c r i u n  .;[;ire t u  benctirb The IJiiir)n ;iiiil G i l d  River 
poiier st;i:ions are considered " I  leld f u r  S d r "  aiid iirc iiicludcd i n  
discontinued ciprrariiins for \iicoiiie h t d r e i i w u \  purpow,. and the 
a s w s  aiid liabilities arc wpararely stared ; 1 ~  "Held Tor ,Sale' n i i  die 
balance sheet. This accounting trc3rnieiir cniild bc aircctcd in 
future periods, depending on thr uluniaie dispuiirioii ot our oivii- 
ersliip in the plants. 

TECO Trmspor-t 
\et  incoiiic in 2003 \vas S i 5 3  niillion. bcforc a S0 .H  i i i i l l ioi i 

charge ior a change in accounting principle, coniparcd \cidi S?I 
million in 2002. The decrease \vas primarily due  IO loik,er toiiiiage 
for Tampa Elecrric due ro rhe conversion of tlie Gmnun  Stanon 
from criii! to [he naturill gas fired Biiyside htarioii. continued weak 
results from die river transponntioii and r e m i n d  b i i v n e \ w  due 
to loiver northbound shipments anu a v e y  competitive pricing 
environment. higher laoor and repair costs. and a S l . 0  million 



aher r a  resrruciuring cha:ge Resuir, io: 2003 dso inciuat' ;I S3.3  
mi!iioii a i r r r - r a  gain ajhoc:ored \ \ i u i  :ne disporir,oii o i  ocedn- 
going assets no longer used bv TECO Ocean Shipping and scrap 
river barges at TECO Barge h e .  

results reflected conrinued i \ . eahess  in [he U.S econoni! as lo\\ 
I e w l c  of imporrea raw inarerid5 reduced northbound river siiii). 
m e n u  ana drove pricing loiver for all river shipments Tneye con- 
ditions also reduced volumes o t  perroleum coke and sreel-relared 
producr iolumei rhrough me transfer terniiiial Thew condition3 
combined IO more man o h e r  iiicreased ocean-going phospliate 

111 1002. ne[ income aeclined 14  percenr from 2001 2002 

and lo\\er repair aiid rue1 costs 
hordibouiic! riiei stiipnienrs or steel-relored raic mareriai  did 

not i m p m e  in 2003 as especred due  IO conrinued \ \ e x n e > >  in  m e  
l J . 5  econom!' m d  proaucrion probiemr for nirnace coke ivhich i t .  

ii:iported rrcim China tor domesric sreel producrion. . iddit iondi\ .  
norrhboiiiid perroleuni coke siiipiiienrs icere reduced ior si\ 
months due  IO producrioii problems ar a niaior producer 
Sourlibourid rii'er shipments oigrm products increased in 20u3 
\\;rh mucii better pric:ng dul-ir.g :he fd! grain siii?ping season 
The r e m e n  of h e  U.S. ecoiioiny 15 expecred I O  increase :he wi- 
unies in  200: a: die same rime thal coniolidarion in [he river shill- 
ping business i s  expecred 1 0  reduce capacio. This combinarion I?; 

expected to improve pricing dighrly 
The phosphate terrilizer indusrr!, a i l  iinportaiir business h e y .  

men! for TECO Ocean Shipping. coiiriiiuea i [ j  ehorrs i n  bia i ice  
suppl!. and demluic to supporr prices in 2UU3 TECO Ocean 
Shipping especrs pliospliare shipmenrs ro be at  2003 Ie\,els in 
200:. 

TECO Transporr operaring companies expect Io be iinpiicred b! 
lo\ver shipnienrs ior Tampa Electric. bur expecr io rephce ii por- 
rioii ofrhis ronnage iiirh iiicreahed thud-parn  busiiiesi. n> \\ell as 
loiter operations and  inainrenance expenses in 200-1. 

TECO'lransport especrs ro continue diversibing into ne \ r  mar- 
kers and cargoes. Furure groi\di ai TECO 'lranspon is dependenr 
oii iinproved pricing. higher asset uiiiizarioii, and asset addition> 
a t  borh [he m e r  and  ocean-going businesses. Significanr factors 
tl icii  could intluence resulri include warhe r .  bull, coniinodin, 
price,. fuel price.; and domestic a n d  inrernariond ecoiioniic ci in-  

dirinii, <Set m e  Investment Considerations secrioii. 
TECO l r an jpon  has nro operaring leases \v r r i i  an aggregare 

vdue  of about Si00 iiiiilioii a3 a result of sale-leaseback rrmsac- 
[ions enrered into in 2001 and 2002 h a t  provide for a crush-defaulr 
in the evenr TECO Energ ,  or any  of irs affiliates defaiilrs in the pa!.- 
men[ of cerrain obligations. The failure of [he Union  aiid Gila 
Riker proiecr companies to inakr pa!menrs on  [he iiori-recourw 
proiecr debr. could result in a cross defaulr enriding die lessors IO 

terminate the leases and recover cenaiii amounrs. Hoi$ever. \\e 
have reached agreement in principle. sublecr ro dehirive agree- 
ments being execured. \ \I iI i  [he lessors oii amendmenis ro the 
leases [hat ivuiild eliminate [his posihie c rosdefaul r .  

TECO Coal 
In 2003, iier incoiiie increascd slighdy ru S T . 1  nidlion bctore a 

50.3 million a f w - t a x  charge for a change iii accounting principle 
oii rotal coal sales of almost Y.2 miliiori tons. These results \\'ere 
driven by expensing S7.0 mdlioii after [ax for the 105s of unutiiizrd 
Secrion 19 tax credirs. Ioiver vnluines and prices for convenriona! 
coals and higher mining costs due to the tibe of marginal and 
waste coals for rhe production of synthetic fuel. ivhich were more 
than offser by higlier voluines of s!ntlieric fuel  producrioii and 
d e s  aiid rhe sale ofa  4 9 . 5 5  inreresr in h e  synthetic fuel produc- 
[ion taciliries. The loss of the r a y  credirs is due  to generariiig [ax 
credit5 i i i  excess of the company's curreiir regular iiiconie tax 
expense :is the tax rules only quaiih synrheric hiel t u  credirs tip IO 
a raypayer s currerir regular income t u  expense 

5!nberic fuel producrion and sales i i i c r ewd  t o  5 nii!li[ir, 
ions in  1003 from 3.8 million ronr and 3.2 million [on. :;I 20fi: m d  
2l)i)l .  rrspecri\el!. In .Apd 2003. TECO Coal sold a 43 5 ' ;  ;iirtw>: 

in I[> s\muieric rue1 producuon facilities. L'iiaer this rranwcrion. 
TECO Cod is paid to proiide teedsrock. openre  uie s\ntherii kc. 
producrion taciiiue, ilnd sell rhe ou:pur ijiiiie thr purcnasrr ha3 
me r i sk  and retvard. 01 oicnership inc1t:uing hein? dlocarei 
4 9 . 5 5  of the [a crediri and operariny 
the operaring cosrs or uie 49.5', hnare 
gain on h e  s a e  of [he ta.cditie> ii ir  eac 
The net iiicoiiie for me hear iiicluae< 5 
uiis salt' 

\ e t  iiicoiiie \>'as 5-6 4 iiiillion 11: 2002 con ipmt i  n:rh S 3  U mil- 
lion II: 2001. Tile XI'-. i i i c i e~ ie  i\ 'a> dri\en ?riciarii\ h\ neirt': i i i ~ r .  

gin. a n d  nigher s\nrheric fiipl ' z \ n n i e l  prndtxtiiiii Jnt! \.i!e> .ind 
[he resultinp liipiier Secrioii 29 rx\ cred1r.s Tordl c(icil s , l i r s  iiicitid- 
in. .;ynrhcric t:iel \\ere 9.3 niillion run5 iii ?on2. S!.ntnrtic ilit.1 pni- 
aucriii:: di,p~aced sorr.e o i r h e  coii\eiirioii;ll c o d  prcicucriciii i i i  all 
i cars. 

I n  ?00-1. to:d c o d  s d e s  aiid syntheric fuel prndtictioii arc 
ex?ecred to remain a1 ,ihour 2003 Ieieib i\.idi \ irrudl> il plmnci! 
producrion sold tonccird tinder ci varien ut c u i i : i x ~ ~  11: i , i n i i i p  

rerms. Coal prices for 2004 h ; iw  iniproird iitter declining i i i  2003 
and 1002. Higher price5 for coniperiiig fuels. berrer m a n c e  in sup- 
pl\ and demand. I o i w  producer invenrorie. aiid con\didar ion in 
the niiiiiiig iiicusrn. are conrribuiing ro rile improved prices la te  
in 21103 and early 2004 spor coal prices iiicrcased sharply TECO 
Coal coiirracrs much 01 11s coal producrioii tor t i e  coniiiig ! ea r  in 
[he preceding year and is less [ifiecred h! the rapid p i i c e  changes. 
borh tipivard and  doivn\vard than those conip;iiiie. ihar ~ r l l  ;I 

higher percentage in the spot inarkets. 
in laiiuay 2000. TECO Coal purchased s!iitheuc fue l  faclliries 

from Headivarers Technologies. Inc. Thc faciliricc \cere relocated to 
rhe company's Premier ElMiorn and Clinn\.ood Elkhorn inines in 

Eeiirucky, and were producing b\ die second tparicr of 2000. 
These faciliries produce s!.nheric tuei frciiii c o d  coal f i i i e h  and  
ivasre coal using a rechnolop  licensed from Heati\varers l'lie 
fxilirir5 \cere .\tibseqiienrl!.sired iir all r h r w  ofTTC0 [ ; o ; i l h  coin- 

TFCO Coal hrir rectiwd private lertc'r ruli i ip .PLllrl froin the 
Interlid Re\ enue Sen.icc regarding r i l e  quoliticarion ot rynrhetic 
fuel production f rom 11s iacliiries. Tlie 1'LH.s coiifirni rhar :lie facili- 
ries iire Iocare(1 appropriarel! and pioduce ;i qualifictl h e 1  eligible 
for Section 29 tax cretlirs ivhich are available for the prrittucrion of 
ciich nun-conveiirional iue1.s rhiougti 200: 

l i i  lune 2003 rhe inrernat Reirnue Smite :IRSl suspended [he 
i5hii;ince of P U S  [ t i  [axpayers wehiig cwoi i in  regmhiig rlir use 
oitlie jcciion 2~ 
troni cod .  Tlie suspension \vah d u e  to quebrioi is  raibed \ v i t h i i i  the 
1115 iegardirig the i,diclir;. 01 riie pro(1uciio;i 01 'I sig:iific;iiir c l ien~i -  
cIil cii,lnge in [lie prriduciion of s>.iirtieric Iiicl '15 ieqiiired under 
Serritin 2 5  TFCO Coal 3 s;iIe (l i the 19.i"" i i i [ e i e \ i  01 ili ~>rcidtlciioll 
iJcilitie\ required a i l  uptl;iied PLR.  Dtiriii: [lit' wspc i i s i r i i i  period. 
:ill cd\n paid io  TECO COLI! by riic' purchawr \ \ < I \  held i i i  escriii\ 
pending resolutioii of rlic I'LR i s w e .  In Ocrober 2 0 0 3  rhe ifis 
concluded lis rcviciv aiid resumed issuing I'LHs. I K O  Cnd 
received a PLH trom the IRS on Ocr. 31. 2003 that  iesolved mi! 
uiicenaiiin relared I O  [he hde ,  rriggcreti the rele;ise oi S X . 7  mil- 
lion of cash held in escro\c a n d  sonfirnied rho[ the synthetic fuel 
produced by TECO Coal is eligible for Section ?!I [as credirs and 
diar its res1 procedures are in coinpliaiice \vir11 [he requireineiirs of 
the IRS.  

Significant iacrors diar could influence T K O  Coals results 
include iceather, general econoniic coiidirioiis, conimodity p r i x  
changeh. conrinued generation of Secrioii ?ti ria credit>. the sde of 
interest i i i  the sbnthetic iucl prodiicrion iacilirie.;. the ability 10 u\e 
Secrion 29 ra credits and changes in lii\\s, regulations or adminis- 
trarion. ,See the Investment Considerations section.i 

pie\t!s. 

credits tor [he  producrioii 01 syrliciic fuel 
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Other Uii regu In ten Coni pa  n ies 

\\e n o i v  include rhe non-merchanr independenr poiler opera- 
r i o n .  in oiir (XhLher linregulared Compmie\ wgmenr for ilnanci,d 
reporring purposes Thesr inciuae U i r  Saii lose ana .iiboradn 
poiver stations in Guaremda our oimership Literest in EECJA. UIY 
Guatemalan disrributioii urliin our 50 perceiir o\\nership or ole 
Hmakitua Poiver Sration in Ha\v,ui. and HPP ivhicli \vas sold it1 

October 2003. Other unregulared companies include. 'I'ECO 
ioliirions. 7-ECO Parrners and TECO lnvesrmenis 

In 1003. the ornvr unrevlared companies reported i! loss of 
55.4 million. ivhich included 567.; million o:aher-ra\ cnarges prr- 
~ i o u 4 y  discusced parridi) .  oftser by the 534.6 million afwr-tax y i : i  

o i l  tlie s2ie of HPI? (See the Earning Summan sectioi:. , Excluding 
charges p i n s  and S9.u million of net income from nine niondih 01 
o;ierat~ons ar HPI? ner income \cas 518.7 million ivhicli included 
511.7 ini l l ion froin the independenr poiver operations m d  a S ;  0 
inillion Loss iir TECO Solution>. The loss ar TECO Solution\ \vas 
drii en priniaril). b!, project l o w s .  Results from rhr independen: 
poiter operarions reflect higher net income from EEGS.4 troin 
iiicreased energ. sales ar higher prices and iavorable currelic! 
t ramlat ion gaiiis. more than oflser b!. uniavorablc tax adiasrnirii:s 
o n  [tie Guaren in ia i  assets and increased muntenance cosrs tor 
scheduled mainienance ar h e  Srui Jose Poiver Station. 

\lan!.ofrhe other unregulared cnmpanieh ivere formed or 
.icqiiired diiring rhe earl!, srages of Florida's proposed r l rc r r i c  
indiisrn' rehrrucruring as a vehic le  through hhich n e  could pnren- 
tiall!. expand our sen ices io other parts of [lie stare. The subse- 
quenr rollback of the proposed dereglarion and our rerocus on 
our core uriliy operauons has caused us to reesaniine our conrin- 
ued paniciparion in these lines of businesh. .As a result of his reel- 
amination. in the third quarrer i ce  sold TECO Gas Semices' b o d  O i  

business: i n  Soiwnber  \\e announced the sale of our inrerest in 
TECO Propane\enrures :TP\'r ivhich closed in lanuan.200: !w 
beloiv:: in December i ce  entered in to  an agrrenienr to  \ell our  eiic 
use gas niarkeiing cornpan!' Prior Energ? and closing \vas com- 
pleted in  Februay 2004: and. in l a n u a q  2004 we soid TECO 
Energ. Sen-ices (formerl!,TECO BG.X to an employee group. 
TP\' held the company's propane business investment. In 2000. 

TECO Energ? combined its propane operations \iitli three ortier 
soudieastern propane companies io form U.S. Propane. In a series 
ot rransactions. U.S Propane combined n i t h  Heritage Holdings, 
liic In January 2004. U.S. Propane complered the sale of its direc: 
and indirecr equity invesrments in Heritage Propane Panners. L.P 
itieritagei. The sale. parr o f o  larger rransacrioii that invoived rile 

merging ofpri\.ntel!. held Energ Transfer Company ivith Heritage. 
w a s  announced in Sovemher 2003. Our portion of rhe sale gener- 
arrd S19.1 miiliun of cash m d  a 517.2 miliion p r e - t u  book gain. 

Liquid$: Capital Resoiirces 
Ar Drc. 31 2UO3 i t e  rind ciis:i aiid cnsii e q u ~ \ ~ l l e i i r ,  01 S l W  2 

r ~ d ~ o i :  exdudii ig dl resrricreci c a w  uii S 5 9 0  1 i i i i l j i o i i  [ i r  . i i , i i l-  

.ioiIi% iiiiiier 01:: bank  crrdi: t:icilirie< nrr of ltxrie:\ OI credit of 
Sl09.9 iiiiilioii ourstanding under these iacilItie\ Ti! 
iiii(ier rile hank credit faciliries included tiit' 52.70 mill 
Tampa Electric tacilin: [he iiiidrai\7i \lerrill Lyiicn l a  
5 3 3  nidiion TECO Energ. nitilri->ex facht! iiiidrLiiin c ~ e p t  tor 
die 5110.1 iniliioii oiourstandiiip lerrerb oi credi:. 

Resrricted cash 1s comprimi o f S l 5  4 nii l i ioi i  ofcabh held in 

escroi) tinder r h e  d e  agreenienr !or the 1:I.j'i inrere\[ of1  ECO 
Coals synther:c hiel productioii facilirie.; i o  provide credit support 
for rtie conipan! s obligarions under the sale apermenr due to h e  
compan!-'s ctirreiit crvdit rating. and S3h.0 niillion held iii escro\v 
iroin the sde of Hardee Poicer l'artncrs. In Febnia? 200-1, 529.0 
niillion of die Harare escroiv amounts \\'ere reruriied a h  expected. 

2OU3 murces of cash included c i is l i  from operanon\ ( i f  5329 
niiilioii. n e t  cash proceeds troin asset .;ale\ i i i  5245 million arid 
proceeds iron: debt 2nd eqtiin. s,iIe\ ofS;!l2 iiiiiiioii C.i\h \ \ a s  
uwd ro tund 5638 million ofcapiral in\eyring.  Ion; term dehr 
repaynenri ot S j l 6  milliciri. siiorr remi de111 rediicririri ot 5123 mi!- 
lion and common diiidends o!'S165 million 
TECO EncrT mcr 2002 cash nccds i\irli 3 m i x  01 cxreriidlly and 

iiileriidly generated fulidj Cash ~ i o m  oper,irioiis i \ ~  S ( 3  mil- 
lion. aiid proceeds from [tie a& o! deb1 m d  eqiiiri. ivere S2.8 hil- 
lion ( A i  i > ~ \  u w i  [[I fund 51.7 tiillion ofc,~pitiil >~iendi i ig  I n e r  o l  
5103 million from iisser wIe.i!, de!): ni;itiiriries of'S78H niillioii a n d  
rrtinancing.; of5162 million, ner reduction 01 s h u n  term debt of 
5 2 7 8  niilliori and diiidends ro coinnion slixeiinldcr$ citS?!O i i i i l -  

l1on 

Cash from Operations 

in: ior [tic sale o i in t e re t s  i n  i h r  syiirlit.tic tuvl priiducric~n ldcili- 
t i c \  ai TTCO Coal. the beneiir> t i t  i \liicli are rcc,ordetl i n  financing 
ai:tl iiiicxsring actiiitic's ac dcscribcci iii(iri1 fully bcliiiv. tiic paimcnr 
oitaw dssociared i\.irh asscr s a l c ~  iii X ( 1 2  aiid ?(103, the' iiiiiicr 
recovei? of fuei expeiise 'it l a n i p a  Elecrric. cuid tlie iiii!iact oii 

\\orking capital due  io t he  corisolitiliriori otttie Ui i ior i  arid G i L i  

River poiver prolecrs. ivliich ivere preiiuti\Ii~ recurtied a \  i i ~ i c o ~ i s d -  

idnred ioinr ienruies. The subsranrial ch:irCeh to1 ( I \ W I  m d  good. 
i v i l l  irnpairnienti. loss on t h e  Panda j i i i i i r  veiirury iermin;irion and  
rhe77YG arbirration r e w n e  did n o t  aftecr caih trri i i i  irper;ition>. 

I n  April 2003.TECO Cod sold a 49,590 inrerc.;r in i t z  synthetic 
fuel production iaci l i r ies locared ar 11s oprrarions in ensrerii 

In 2003, c;isn f l ~ ~ ,  from operaric)ri\ \ \ , I \  aficirrd by the a c c ~ u n t -  
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Kentuck? Cash flo\\. ironi operarions i d u a e s  me operating losses 
ol SY 0ii - SI 1.00 per ton .pre-ra\ associared i\ith me proaucrion 
oi<>iirheuc hiel ivhiie die cash benefits mon: the siiie O i l h e  yn- 
tnetic fuel producrion facilities of approsunatel! S30 per ton pre- 

Consohdared Statement of Cash FIo\vs Investing a c u i q  include, 
cash from the gain on the sale of the s!ntheric fuel facilities The 
company especrs to record a quarterly gain associated \\im the 
saie o i  the assers through die Me of the contract. The cash p a d  b!. 
die miner ior ITS ponioii of the operating loss from the production 
of c!ntheric fuel is included in Financing .Actiiiries as a minorib 
inreresr. 

l E 5  and Prior Energ  \\'ere required to nost collareral to cop- 
rr,ic'r coiinrerpnrriel aiie [(I uie doi\n:radr ofTECO E n e r 3 ,  credir 
rating to non-in\esrmenr grade In .April 2003 As [ i f  Dec. 31. X(13 
collarerd posred of SI:! inillion ih  included in \ \ o rk ing  c-pital a.; a 
prepaid irem 

Cash from operations iii 2004 \\dl be afrecred by loi\er casr, 
pa!nients of income raws ana collection bi Tampa Elecrric oirhe 
uiider-recovered fue l  expense from ?003. ofiset in part b\ grearer 
operaring losseb aswciared !\irli s!ntheric hiel. \\e anticipate seli- 
i ng  addirional interests in  our s!nrheric n ie l  facilities in 2004 
\-,.hich. as descnbed preiiousl!: \\ill decrease cash from operations 
bur substuitially henefir cash from invesring and financing. 

\\e iia\'e nor made a conrriburion ro our defiiied benefir peii- 
sioii pian since the 19Yj plan !.ear because invesrnienr reriirns had 
been more than sufficienr to c o w  liabllin groi\?h. Segat iw srock 
inarLer returns i n  2001 and 2002 reduced h e  ovrrninding ofthe 
p h i  a n d .  based on plan asser values at Ian. 1. 2003 a n d  2004. i r  i b  

esriniared thar TECO Energ  will be required to makc  a S I 4 . i  mil- 
l ion ccinrribution to irs defined benefit plan in  5eptember 2004 
and a cash coiirriburion of a similar amount i i i  2005. :See Note 16 
ro rnc Consolidated Financial Statements. 

are inciudec i n  die in\esnng and financing actiiiues on die 

Cash from lnvesting Activities 
tn:.r.iring a c t i i i t i e b  oiSY93 million in 2003 included capital 

iniesrnirnrs totaling 5638 million. reduced b!, ncr asset sale5 pro- 
c w a \  01 S245 inill ion .Asset sales included S98 niillion troiii Ihlr 
iecoiid iiistdlmenr on  rile ,ale of our coalbed metliaiie gas pro- 
duction assers. S 2  million from the sale of Hardee Poiler Pnrriiera 
,ne t  0: cash escro\vs;. and insrallnienrs of 535 million , n e t  of 
ejcro\\>I iioni the sale ofthe 4Y.j"; inreresr in  TECO Cod's s!'ii- 
dietic hiel facilities. 

s tanr id  capiral invesrnienr prograin b o t h  for Tl\'G's iiierclinnr 
p o \ w  faciliries and for Tampa Elecrric's Bayside Station. In 2004 
and  ior die next several years. \ve expect capital spending at a 
"maintenance' level supporting cusronier gro\$di, safer) and relia- 
biliy. and reiietval and replacement of capital (See Capital 
In\e.tment secrion.r In l a n u a n  2004 we sold TECO Propane 
\ e n u r e > .  realizing S49.4 niillion of proceeds. and  also receiwd S23 
inillion from [lie rele'isr of escroiv i i i  Februan 2004 ironi die 
Harder d e .  \\'e d5o closed the d e  of Prior  h e r b y  in Febrtio?. 

Capird spending in 2003 represented die completion ofn juh. 

2004 and recei\.ed t o t d  proceeds of 530 niilliol: iniiudiiip p a \ .  
men: :or h e  vdue oi gas in\enron. 

Cash from Financing Acthities 
Cash proceeds from long-rrrm deb1 in 2003 inclnacd a S250 

nullion Tanipa Elecuic note issue. a 5300 mihor: TECO knerp 
note i s s t i r ,  cind draiv, o i S l  I 1  miilion uiiner the Union a i d  Gila 
River non-recourse b a d  Iaclliries \\e raised S13: niillion troni tht. 
sale of common stock coiisis:ing pnnianii 11: me direcr pl:icenien: 
of 1 1  million shares to FranMiii i c i i x i r s  in  heptemiwr 2003 Deb: 
repa:-inciits included [he S3Tj niillion cq 
Union ,and Gila River po\ve: proiecrs Tanipa Elec-rric. S y 5  niilli(iii 

mortgage bond inaturin. a S i 3  iiiiiiioi: Iransporr cnpir,~! Ir3w 
niarurin. and scheduled pniicipal iiistd,nienrb of i 'GS der11 a i d  
non-remiirse proiecr deut \\e also reduceu shcin.tt~rn! biirroivin$. 
by S323 million in 1'003. includiny thr l n \ e n i n e r  rvpi i i i ie i i t  111 < I  

5350 million bank  term ioan matiirin 
\\e hate  n o  sigiufican! corporate debt maruritir- until 1c lnT .  

Long-term deb: maturit ies iii 200-1 are S : !  0 mill ioi: con5i;tiiig 
primarih of instalinient painieiirs of iion.recotirse proleir ciebr. 
bur excluding the project debt ot die Uniu i i  and G11.i Kiier p \ e r  
srations {See Note 7 to [lie Consolidated Financial Staremenu. 
Our S3T.5 niillion dra \ \n  credir fricilin. \vas repiiid in  Fetiriiiin 

2004. \\e do nor expect 10 issue deut in 100;. except f o r  the 
planned refinancing ot the Sai l  lrise non-recourse project debt in 
Guaremala. expected to provide lie: c a w  proceed\ u i S 4 0  million 
and a planned refiiimciiig olST5 million 01 Tanipa Electric First 
Llortgage Bonds \nh a 7 , 7 5 5  cotipoii. 

Liquidity Ourlook 
In 2002 and 2003, our cash and liquidin iieeds \ \ere significant 

as \ve faced the funding obligations associated ividi large constmc- 
:ion prograins a: n\'G and Tampa Elecrric. significant debt inaruri- 
r ies,  and the liquidig rcquireniciirs associated \ n t h  a inercliant 
po\ver business s t r a t e 3  in .I dificulr po\vcr price niarict .  \\e took 
significant sreps in diis rime period ro meer these needs. iricluding 
selling iishets, raising external c a p i r d  reducing capital spending b! 
canceling or dehi ing  l o r  ;in rsrciitled period generation prujects. 
reducing o u r  exposure i o  iiierclianr poiier a i d  reducing o u r  coni- 
nioii dindeiid. 
Our future iiquidin needs \vi11 bc lo\vcr because die major 

coiisrrucrioii programs at T l V G  aiid Tampa Elecrric are no\\' com- 
plere, tve have  no significaiir upcoming tiehr iiutiiritics, and our 
busines.; risk \\dl be reduced because oioiir planned exit trom the 
large Union and Gila River power sration4. Tmipii  Electric curreni- 
I! targers a\,ailable liquidin (cash plus :ivailable uiidra\>n credit 
lines; ofS250 million aiid. i i i  So\einber. replaced I:? iiiaturiiig 
bank credir faciliy i\ith n e w  facilirics roraliiig S50 ini l l ioi i ILli iJc 
TECO Energy tias previousl! r'irgeted aiiiiiahle liquidin, of $315 
nililion. \\e especr to target aiaulahle iiquidin of Lippiouinately 
5200 millioii in the tuture. f o r  the reason:, t iescrihed :ib(ive. 1t.e 
esprcr that \\e \\Ill repl;ice rhr c\piriiig S3SU niillion TECO E n e r p  
credit l a c i l i y  prior ro its eipirarioii iiirli \ni;iller tiicilit). 
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Credit RatingslSeiiior Unseciired Debt 

TECO h i e r g  TECO Fir,w.ce BB- BL BE- 

i n  Februan.700:. .ilood\ s loi\,erea the ratings oiiTECO 
s senior iinsecured debt secliriueh. and uiose of TECO 

Finance and Tampa Eiecrric. Tne ratings ahjigned io TECO Energ  
arid TECO Finance were brioit inmrrnenr  paar .  i\-hile the raring 
aahigned to Tampa E I ~ C I I I C  remauied inwsrmenr grade These rar. 
ings cnaiiees tolloit.ed actioiis r a k i i  by \ loodyj.  S&P and Fitch i i i  

Apru and \ la)  7003. The ouUook assigned b! all of the rating 
agencies IO both TECO E n e r s  and  Tanpa  Eiecrric is iiegarlw The 
mung, acrions \\'ere aruibured io increased debr Iweis w.d Lhe 
changing rish profile asac ia ied  itirh [he expansion ofTECO 
h e r 3  \ intesrment in nwrcnaii! grnerarion i i i i i i i t i r \  throtig+ 
n1.G a \  iirll a b  die required capital oudays niTampa Electric he 
oilriook for ion poiter prices 111 u i r  merciimr energ .  secror a n d  
tiir resuliing inipacij oii eamings and cash tioiv, m d  the addiiloi:. 

ai risks and obligatio:is underraken by TECO Energ, \\idi respecr 
io me Uniui i  and Gila Hwer poiver sratioiis. Thehe doitngrades ioi- 
lowed do\\iiprades in ?OW and 2001 by ali o i  the rat11ig agencie, 
due io rne changing risk profile ofTECO Energ, relared io the 
increased empnasis on  merchant pniver. 

The reducrion in credir ratings below iii\'estmeiii praae by 
.iloody's in  ..ipril2003 xcelerared b e  repa!ment of [lie oursrand- 
iiig S 2 X  million balance on the e q u i n  bridge loan associated \arb 
the construction of the TPGC pi-qecrs and the requirement to post 
1errer.r oicredir satisiacron. to the iending banks iuider the 
Consti.uc:iori Undenairing guarantees. The company and rhr 
b:mnLs agreeti [liar :he ainounr of secur in  to be posred for the 

reniruning consmcuon .  iiquidared damages tor a e h  a n d  per- 
iormancr shoniaiis \ \a> S I ?  inillion. T n i h  amouni i t as  >uD>~-- 
quend\  reduced to 568 mliiion follo\\ing rhe successki cunimvr- 
c i i  optrauon of boui poiter piatiri bee die Liquidly. Capital 
Resources sectioii 

I n  \o\enibr:  2003. SAP aifirnied TECO h i e r g  5 csrreiii credir 
r m i +  arid remu\ rd  LO? rtitirip iiotn iredir  \\atcti \ \ ~ : I I  rie:\iii\e 
implicaticin~ ioliu\\in; m e  rewiurioii (1: r!it' !vi\,i:t, I eritTr Rt i l inp  

i s s t i r s  reiared to h e  productii~n of  s!-nrnt.ac %e: 3: Tti 'O Coal 
St.? the TECO Cod w c r m  .Ai [ha: rinir. bhP \:areu [ha: ruture 
r a m p  itabuin \ \ a i  a i r e m  corre,ared \\;rii TECO Eiie:p r ex: 
from the nierciiair energ! business and the  LIW oi  hi:urt* cash 
f h \ s  10 reduce deDr S&P \\'en[ oii to sm1t. m i  n iaiiare ro f i r  [tie 
Union znd Gila Rner pme:  proircrs \\oulci resuir in credi: ram: 
ooi\iigraies. Such do\\ngrades tn S&J) cotiic: r e \d :  iii 1,i::ipi 

Elrcrrics S&P credit raring falling i x Io i \  iii\esrineiii gr.iac 11; 
Febrtim 2110-1. SAP stated tiiaii our dniIouiictmrii t  t i )  e111 ~ i i c  

U i ~ i o n  Liiid Gda I l w r  proircr  iva, i3\or3blt' til: i.rcd:r qudin tiiit 

l O O h  no rariiip acrioii and mainraiiicd i t s  iicgarnc ~iur looi ,  
.in!, doiviigrctdes in credit ratiiiEj ms\ ~t!cc[  r t C O  trierp".  

abilin. I O  burro\\ and  ma!. increase iiiiariiinp COSI\ \ \hici i  in+ 
decreasr earning5. TECO Ei i e rps  inteiebr e\peiiae is Iihel!. io  

increiise ivhrn matu r ing  debt is replaced \\ith ne\\ deb1 ivitti hi$. 
er iiireresr rates due I O  the lower credit rating.. 

Sunznlnry of ~olltrclchml Obligntioirs 
The foilouing table lists the obligarioris ofTECO Energ!, arid its 

subsidiaries for cash pa!menis to repay debt. lease pa!menrs and 
uncondiiiond coinmirinents related to c;ipitaI expeiidirures. This 
rabie does 1101 include conringenr ohligation\ disctished iii the id- 
loiting tablr 

Contractual Obligations 
P U ~ ~ I I ~ I I ~ S  Diic tg Period 

Tomi 2004 2005 20'06-_700h' .-I trw L'OOX i ~ i i l i i o t i ~ ~  

Long-term aebr: 

Summary of Contingent Obligations 

Obligarions rable ab0i.e and not othentisr  included in the Coinpii iy's C < ~ n h f l l i d ~ ~ t e d  Financial Stateineiirs. 
The following table rurnmarizes [he letters of  credi! and gtiaranreeh our~taiiiling thdt are i ini included i i i  [lie SLtinm,iri. of ~hi i t rac i t id  



Capital In vestments 
Capital Investments 

Forecasr 
icrilni 2000- 2W4-2W8 

Simihorrs  2003 2MI-I 2005 2008 Tow1 
Florida 

Operations $337 5124 S 255 C 916 S I395  
IndeDendenr 

114 --  Powver 276 1 1  95 13 

Transponauon 20 20 10 6U 1 ou 
Other - ,  21 19 53 93 

Total S 6 3  S2-9 S 319 51,104 5 1.701 

7 ,  

TECO E n e r a  's 2003 capital investments of 5654 d i i o n  \\->th- 
out reduction for  asset and business sale proceeds' inciuded S285 
million for Tampa Elecrric ,including 527 million of.4FUDC , 5-13 
million for PGS and S5 inillion tor the unregulared Florida opera- 
tions. Tampa Electric> elecrric t i i~ision capiral iniestmeiits in 2003 
were SI52 million for equpment  and iaciliues to meet its groiving 
customer base aiid generating equipment maintenance and 5137 
million tor the repolvering and coiiw'ersion of the coal-fired 
Gannon Station ro the natural gas-hred Bayside Starion (see the 
Entironmental Compliance secrioni. Capital expendirures for PGS 
were approximately 528 million for qcrem expansion and approu-  
mately S1.5 million for niainteiiance of the eusnng system TECO 
Transpon invested S20 niillioii in 9003 for river barge replace- 
ments and capiraiized m m r e n a n c e  oi ocean-going vessels. TECO 
Coals capital espenditures included S7 million for normal mining 
elpansions and equipment replacements. TIi'G's capital in\es:- 
ments totaled S2;G niillion. ner ofS31 million receiwd from the 
sale of its Enron bankruprc!, claims (see the Enron Related 3latters 
iii the 'l3t.G section:, primarily relared to the Union and Gda R i w r  
power stations. This S 2 X  million includes S33 million classified as 
Other Non-Current Investments, representing the costs associated 
widi the Panda Energ) joint venture termination for Union nnd 
GiI;i Hiver ,ind 529 million classitied as invesuneiit in 

lliicnnsolidated Affiliates representing tlie cost associared i n tb  the 
buyout of Panda's interesr in die TIE projects (see the Transactions 
IGth Related and Certain Other Parties section,. 

Asset  sale proceeds in  2003 wvere S2-15 million iiet of cash 
escroics of55 1 million. Proceeds included the sale ofTECO 
Coalbed klerhane's assets. die sale of Hardee Poiver Paniiers. 
TECO Transpon's sale of equipment no longer used at TECO 
Ocean Shipping. the sale of interest in the ECK Generaring project 
in the Czech Republic, and a porrion of the proceeds from TECO 
Coals sde of a 49,5% interest in its shnrheric Fuel production facili- 
ties. (See the TECO Coal and Liquidie, Capital Resources sec- 
tions.; 

TECO Energ?. estimatcs capiral spending for ongoing opcra- 
tions. iwithour reductioii for proceeds from m e [  sales, to be 5279 
million lor 2004, S319 million for 2005 and S1.10-1 million during 
the 2006-2008 period. 

For 2004. Tampa Electric's electric diiision expects to spend 
SI83 million, consisting of S9 million for the completion of the 
repowering project at the Bayside Station and S l i 4  million [o sup- 
port system gro\w.th and generauon reliabilir). At the end of 2003, 
Tanipa Electric had outstanding commitments of about S9 million 
for the Bayide Station repowvering project. 'Tampa Electric's total 
capital espendirures over the 2005-2008 period are projected I O  be 
SI,OOF, million, including SISI million for compliance with h e  

En\ironmental Consent Decree. The eniironmental compliance 
espendirures are eligble for reco\'ery ofdeprecianoii and '1 rerurn 
on mvesrment through the Ennronmenral Cost Recow,en. Clause 
;See the Environmental Compliance secuon. 

Capital expenditures for PGS are expected to be about 5411 md- 
l ion tn 2001 and SltiO million dunng m e  2005-2008 period. 
Included in these an iounb are a p p r o u r x t e h  S 2 j  million annuall\ 
for prolects associated \\-ith customer groiim and svsteni e s p u i -  
sion. The rematnder represenrs capital expendinires for ongc~ing 
renewal, replacement and sysrem s,iien. 

TI\G especis to invesr SI.! million i i i  200-1 !or capiiilzed inaiii- 
tenaiice. aiid SI00 million in the 2005-2006 period t u r  the coniplc- 
rion oithe DeU and Jlc..\dms power stations ichen i i lar let  condi-  
tioiis ]ustrh. the el~eiiditures.  :bee me TECO llholesale 
Generation sectiuii. 

The other unregulated companies e\pt.cr 1 0  invest 5-12 iiiiilioii 

in 2004 and $156 inillion duriiip thr 2005-2008 period liiciiided i n  

rhrse arnounts is norind reiie\vd aiid rrplaceriieiit capird. includ- 
i ng  c o d  inininfi equipment and river barge repiaccnient. 

Financing Activity 
Our 2003 year-end capital structure. eucliiding the eftrcr of 

unearned compensation. \cas 71.6 percent senior debt. 7.9 percent 
coinpnn!. preierred securities and 20.5 percent common eqiiio. 
n\'G has npically financed its power projects w\Ith non-recourse 
project debt. Excluding this non-recourse debt of S?.i9ti nullion. 
the year-end capital structure \vas 61.3 percent debt. IO.; percent 
coinpany preferred securities and 28.0 percent comnioii equiy.  
The debt-to-toral-capital rauo increased from last year primarily 
due  to the impairnient charges rnken in 2003 associated with our 
ini,estments in merchant poiver. 

In 2003. i v e  accessed the debt and e q u i n  markets on three 
occasions raising 5792 million to p r a i d e  Funds for gencrxl liquidi- 
n purposes. io repay Sj2G million oflong-terni debt. and reduce 
short-term debt balances by 5323 millioii. 111 additioii, debt pro- 
ceeds in 2003 included non-recourse proceeds of SI 1 1  millioii 
associated \vith tlie Union and Gila River po\\er project>. 

111 1002. \we \\ere actiw in the deb1 aiid eqtiin capitid markets 
raising SI billion through the sale ot e q u i h  or equity-linhed securi. 
ties and issuing $1.8 billion of debt to refinance 5788 millioii of 
maturing debt. to refinance SIG? million of higher-cosr debt. to 
reduce short-term borro\ving by S278 niillion ai i t l  ro fund capital 
ini,estments at the operating companies. 

In 2004. TECO Enera,  plans to remarker die 7 riist f'referred 
debt securiries !within TECO Capird TI-USI 11, as required. \\e have 
been ad\.ised that other companirs renixheriiifi siinihr securities 
have not beeii successful due IO c l imginp  coinpail!' hpecific and 
market conditions hi addition. there is expected to be a large 
number of other issuers seeking to remarker similx securities at 
h e  s m i e  rime. In die event that these securiries cannot be suc- 
cessfiilly reniarketed, posbible consequence could be rlir loss of 
the r u  deductibilin of the interest payineiits made on these brcu- 
riries retroactive to the time 0 1  issue in Iaiiuafl2002. The 101s of 
diis I W  deduction to TECO Energ) could result in a noii-cash 
reduction in earnings of approximately SY million for the year 
2002, but due to the level of rawable income. any earnings reduc- 
l ion in 2003 is expected to be sigiiificand!. Io\ver. \ \ e  are exploring 
various remarketing strategies to avoid the loss oi the tax 
deductibilin of rhese pa!menrs. 

for the years 2003.2002 aiid 2001 
The foilow\ino, tahle provides details of the financing acti\ities 
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i u n  1cti:: Pollurion control bond. Tampa Eiecrric 36 1 j . l r ~  Refinance niphe: LOS[ debt 
Refinance higher co,! arb1 

- - _  l un  200: Pollurioii co:irru: boiids Tampa Eiectric St36 1.7 

iuii. 2002 Coinmon E q u i n  TECO Enera  5346 Repa!. snorr-rerni debt. ,i:ii: g e n e r i  

~~ ~~~~ 

\la!- ?OO? 3.) ex notes TECO Enern 5297 6 . l 3 T '  Repay maturing snurt-[rriii aebr 
and general corporare purpoics 

Jl+ 2002 iO.year notes TECO E n e r p  S397 ~ . O > C  Repa!. inaruring stior;-renn debr. 
and genernl corporate p i i rpow 

Ian 2ua2 \landatorih Conyerrible TECO h e r s  5-136 '3:jTo R~.pay shorl-!crm debt. and gciirrd 
e q u i n  unirs corporare purposes 

o c r .  2001 Common Euuin TECO E n e r n  593 Generid comorare numows 
- .  j ep .  2001 IO-year no!es TECO EnerE $706 , .1 5 Repa!.maruring debt. and pcnerai 

iun .  2UOi i i -yedr nure. Tampa Elecrric S247 6.875% Repay long- and short-renn dehr. ;inti 

lun.  2 U O I  ?-year equ in  biidge Union & Gi1.i Kivei S j U u  L16OR 7 Coiistrucrioii oirlie Uriioii and Gila 

\la:. 2001 i - \ear  notes T K O  Ener? 5399 \x i ab ie  Rrpa! short-term debt 
I I a ~ ~ 7 0 O i  i0-!.ear notes TECO EneiD 53YG - I ._ 7 : c  Hepa!, short-remi dehr. iiiid 

general corporate piirpiises 
. ipr .  100. &)ear notes TECO Tranhporr 5 1 1 1  5.0'7, Con\.ert 11o:irinp raw debr I O  fiwd rate 

debt 
\In;. 2001 Coinnion Equip TECO tnerg, .  5 2 2  Repa\ short-term tiehr. ; i t id  

general c u r p r a t e  piiniciw 

corporare purposes 

general corporare piiqiowf 

iacilin 162.5 BP River poiver sr i i r iui i~ 

Off-Balnrzce Sheet Fiiiniiciiig 

Unconsolidared affiiiares i\irh a 50";) oi\nership inreresr or less 
have piolecr debt balances 3s follons at Cec. 3 i .  7003. TECO 
E n e r g  1ia.c no  tlebr payinenr oh ligation^ itith respec! tu  iheae 
finaiicingj, except as indicared by die maximum porenriii ohlipa- 
!ion tinder a relared guarantee issued by TECO EnerD or lrs con- 
iolidared subsidiaries. Although TECO E n e r p  IS no! direcrly obli- 
gated on r h e  dehr. TECO Enerby's equin inreresr i i i  diose uncoii- 
solidarcd affiliates and irs commitments \nrh  respecr to those proj- 
ects are ai risk if hose projecrs are not successfully developed or 
operared. 

The eou in  nieihod of accouiiriiip is used ru iiccou:ir lor i i iwsi-  

menib 111 pxrnership and corporare e i i r i t i eb  i n  i\,hich TECO berm 
or ir.; >tibsitlian~ conip.inie> do no! hLi1.e cither ii inalcirin. iii\iier. 
h i p  or exerii5e control On Ian 17. 2003. die Fiiiiiiici,il .iccotinring 
Sraiidards Board i.siued F.iSB iiircrprcriiriiiii ,TIS: Sii 4ii. 
Co17soiidorinr! of iiiriciblr liiirresr EririiitJs. nri irmr1ii"uiori of: lRB 
.So j! tvhich requires a ne\\' approacii in dcrerniiiiiiig i f  2 rcporr- 
i i i g  enrin should coiisoiidare certain legal etitirie3. including pan-  
nerihips, limited l inbiiiy conipmies.  or trusts. among oriiers. col- 
lectively defined as ixriahle inieresr enrii ies or \ ' IEs.  O n  Dec. 24,  
2003, rhe FASB published a reiision Io F i S  46 IFIS  46Rr. ro cinrih 
soiiie of the prmisions of F l S  46 and rxeinpr ceriain enritie, from 
irs requirements. TECO EnerB, heiieves i r  15 reasonably possible 
rhar FIS 46R ma) inipacr the accounring [or ccrraiii unconsolidai. 
ed aftiliares. (See the Other Accounting Standards -1ariabie 
Inerest Entities secrion., 

EEGSA s 234.6 5 15.0 21"o 
H a n i x h a  5 86.0 s -  SOL:  



Critical Accounting Policies and Estimates 
The preparation of consohdared financial sratemenrs requires 

management io m u e  various estimates and assumptions thar 
affect rei'enues. eipensrs. assets. IiabLiiues and the diiciosure oi  
contingencies. The policies and estiinares identified b e h  are in 
the \iew of management. die mor? significant accounting policie~ 
and esumares used in rhe preparation o iour  consolidated finan- 
cial statements. These estimates and assumpuons are based o n  
historical experience and on various other factors rhat are belieied 
to he redsoilable under the circumbtaiices. the results ufwhicli 
iorm the basis tor m&ng judgments abour the c;lming \ .dues of 
assets and liabiiiues that  are nor readil!. apparent troin ocher 
sources .Acnial results may differ from these estimates and ludg- 
menrs under different assumpuons or conditions 

See Sote I to the Consolidated Financial Statements for a 
description of our signiticanr accounting poiicies And the esti- 
inare< and assumprions used in the prepararioii ot  the consolidat- 
ed f in inc ia  statenients. 

Asset Impairments 

has been a permanenr m p a r m e n t  o i a n  asset as folioir.~: 
\\e and our subsidiaries periodically evaluate whether there 

Long-lived assets. when indicators of unparment  exist or an 
asset group 15 held for sale. in accordance \jib Fmancia! 
.Accounting Standard \F.AS! So. 1-11, .&-rouririiigjoi. r i i c  
/rtipoimieiit or Dispostii ofLorig-LiiJed.isst,rs isee the Long- 
Lived Assets section': and 
Recogiilzed good\till and other intangible assets \nrh indefi- 
nite lives. at least annually. in accordance \\it11 F.IS 142. 
Goodiliiii mid Orliei' /rirorigib/e.isseis isee [lie Goodrsill and 
Other Intangible Assets section,: and 

c a v i n g  v a l u ~  is derermined io be other than temporan., in 
accordance ttith .Accounting Principles Board Opinion !.APE) 
So. 18, T/ie  Eq i t rn ,  .\kr/iod ofdccoiriitirigfor /iiiJesrrireiiis i r i  
Coiuriioii Stock. 

\\'e behew that the accounting esriniate related ro asser impair- 

E q i i i n  iniesrments. rvhen a deciine in fiiir value brioit the 

iiieiitj is a critical estimate for the foUo\\iiig reasoiis. 1 I i r  i s  hignl! 
suiceptiblr t i)  change each reporting period as management is 

required to male nssiimptions based on expectations oi lhe resulb 
of operirions for significant/ indefinite furiire periods and)  or the 
hen-current marker coiidirioiis in such periods: 7) elecrricin n i i r -  
kers coiitiiiue to experience significanr uncertain& ~ i t l i  respeci IO 
marker fundamentals; 31 the ongoing espectarions of management 
regardiiig probable furure uses and holding periods of assets; and 
41 the impact of an impairmenr on reporred assets and earnings 
would be material. Our assumptions relating to furure resulrs of 
operations are based on a combination of hisroncd experience, 
fundamental economic analysis. obsenable  market actibit) and 
independent marker studies. l lanagements  expectations regard- 
ing uses and holding periods of assets are based on interiial long- 
term budgets and strategic plans. which give consideration to 
externd f m o r s  and market forces, as of the end of each reporring 
period. The assumptions made are cotisistent \vith generally 
accepted industy approaches and assumpiions used for d u a r i o n  
and pricing activities. !See Notes I ,  3 and 10 io the Consolidared 
Financial Statements.i 

Long-Lived Assets 
Effecri\.e Jan. 1. 2002, ive arid our subsidiariesadopred FAS I.).). 

which superseded FAS 121, Accoiiiitiiigfor tire Inipairriirrit of 
Loiig-LiifedAsseis arid Lmg-Liivd Assrrs robe Diiposed oJ F'AS 1-11 
addresses accounting and reporring for the impairment or dispos- 
al oflong-li\,ed assets. including the disposal of a segment or coni- 
ponenr ofa business. 

I n  accordance hith F.G 144, we assess wherher there has been 
ai1 other-than-teinporan. impairment of our long-lived assets and  
certain intangibles held and used by us when such indicators exist. 

\\?len specific cntena are met. a d i s p o w  grotiu. compriwd of 
assers and iidbilities expecred IO he uansierrea in a ew i \ i ~ ? i n  onr 
vear is classified as assets and iiabiliries, respecri\ei\. he!d t o r  h a c  

Furmermore. h e  inconie asbociarea n i t n  a disposd group in:!'+, i t  

addiuonal criteria xe me:. bc preseiircd as discontinued opt:?.. 
tloiij in rfie sxtemenr of i:icome Under F.45 :.)1. me compm.ri! 
records im assel i inpamient  charge asmcidted i\iui ;I disposd 
group \vhen the esr imred  iair i.niue iesq co\:\ lo wli, I \  IC'ZI [ f i x  

the net coming V ~ U K  or the related assets and liab!lities \\e rei-  
oTmlzed impairmenrs albociarea i\irn cenaiii !on;-ii\ed a w t x  
held for use and a disposal group coin3rised of (111' is 
bliities asociated inrh h e  Union and Gila fiiver prolecth Scc 
hot= 1 ana  10 to die Consolidated Financial Staremenls 

Goodwill and  Other Intangible ,Assets 
In accordance \iirh F.AS 142.  ive continue to rwie\v Knod\*311i 

a i d  intangibles at least aniiuallv for each reportin: i i i i i i  

fieporting u i i i t s  are generall! determined a r  uiie h e :  brio\\ tht' 

operariiig segmenr level: ho\ve\.er. reponing unit' \ \ i t i i  similar 
chnrncterisrics may be grouped under the nccounriii; sraiidard tor 
rhe p u r p o ~  of dererniirung the inipiirinrii t .  f a n \ , ,  0 1  goud\vill anti 
other intangible asSerb. For each reponing tii?:i evaludtrd tlie iair 
\ , d u e  exceeded the c a m i n g  value, including goou\\ill. as oi the 
annual assessment dare. eicept as indicated helo\\ Tlir iair value 
for the reporting units evaluated \\as generally determined uiing 
discounted cash flo\c models appropriate for [lie b u m e s r  model 
of each si,pficant group of assets \\irhin each reporring unit 
During the year ended Dec. 31.1003. a $74.0 millioii after-[as 
fS113.9 millioii pre-ray: impairmenr charge \vas recorded i n  \ \ ~ i t e  
off all goodivill associated iiith the Fronrera and Coninioiii\ealth 
ChesapeAe polver stations and reduce the good\\ ill i issocwted 
\n th  BCI 1 \lecliuiical. (See Sote  3 ro the  Consolidated Financial 
Statements.! 

€quit) Investments 
\\'e only record ai inipairment oi an  q u i t !  inve5rriient i\.ilcri a 

decline in h e  fair value belinv the carviiig value of die investineiir 
is determined to be other rhan temporiiq'. llanngenicnr arseswc 
other rhan tempuran l m e d  oii: 1 die niagnitudt. of the difference 
of the  fair vdtie bi.lo\c die cnrning \.aluc: 21 t hc  pcriod of tiiiic in 
iviiich chc decline in the fair i d u e  i s  Jess rhan the carnmg ialuc: 
aiid 3 otner reasoiiably available qualirari\e or qudntirarivc infor- 
ination riiar provides eiidence io indicate h a t  a decline in fail 

v a l w  i s  reniporan: .As of Dec. 31, 7003. rhe company did nor 
record :in other-than-teniporan impairment o! nii eqtiir!. invest- 
ITleIiI 

Asset Retirement Obligations 

Reri!-i.nioir Obiigmioiix. \\.hicli requires the recogiiiiioii of a Iiiihilit) 

a t  h i r  i.alue for an asbet retiremenr i)b!igation ii i  t h  pcriod in 
ivhich i t  13 incurred. Retirement obligations associated iv i th long- 
lived asser5 included ivithin the scope of F.AS 143 dre thaw for 
ivliich there is a legal nbligatioii to iettlc uiidcr an exist ing o r  
cnacted l aw or stanire. a writreii or oral contract. o r  by kgal con- 
strucrioii under [lie docrriiic of promissoi? csroppel. Hcrircmcnt 
obligations are iiicluded i i i  the scope of tlie sraiidard oiil), i f  the 
legal obligarion eusts in connecrioii \ v i m  or a b  rl result of die per- 
inanent retiremeiir. ab;indoiiinriir or sale of a long-liwd  as^ 

\ \hen the liabilin i s  initially recordrd. [he czirying ainotint of 
the related long-lived asbet is correrpundiiigly increared Over 
time. the liabilit) is accreted to its future  value. Tlic corresponding 
amounr capitalized ar inception is depreciated over the useful life 
of die asset. The liabiliry must be revalued each period bawd on 
current marker prices. FAS 143 \vas eflective for l i d  year, begin- 
ning after June 15,2002. 

Asset rerirement obligations are comprised of significanr esti- 
mares \vhich, i f  different, could materially impact our resulrs. N e  
beiieve rhese are crirical estimates because: 1 1  the fair vdue of the 

O n  Inn. 1. 2003. \ \e adopted FAS 1-13. .ii,c.oiiiiriiiglor.is~~,t 
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cosri associiired ivith meerin; :ne obliosrion are impxrza  D\ 

assumptions on discoun; rates aiinl! esrimdreu profr mark-ups ir'. 
rhird-parr, contractorv? prooabilir; tactiirs a-sociarea i t i rn  mr 
nirure saie. abanaonnienr or rc:lrcmenr c i a n  a s e r  musr b? torr- 
casrel? and consiaered iii  me  calculations. 3 rh 
iiiteiir oi  maiagenienr regaraing the future use 
assew and 4 1  me impact of die recogniuoii of an  dsier impairmenr 
obiigarioii could be sipiiiicanr. in connecrion i\i!h the adoptlo: 
of rhz guidance on Ian. 1 ,  2003 i i e  m u  our affiliates mainrain m d  
periodicali! reI'iei\ all ne \ \  legal srrangement, and conrracrual 
coniinirnienrs to e:isurc diar an! iie\I uorer,tid aster reurenient 
obligntlonj are retiei1t.d and recognzec as apprcpria!e. 'See Sore 
5 io die Consolidated Financial Statements. 

Employee Posuerirement Benefits 
\\'e ha \e  a runced noii-co:irriouton oefiiicd benefit rerirenieiir 

plan cni.e:inp substantiall:, all empiojrei  Dur pol in  i s  :o h i i d  rile 
pian bzwc on acruar:dl:. dererniiiird conuibuaonb ivirlii:i riiv 
guidelines sel u! d?e Emplo!ee Kcrirenienr Income Securin.\cr o i  
197.1 i i j  amended ,ER!S.?, , icr die niininiuni aniiud ccnrriburioii 
,ind the I i i w m u n i  dlo\ \able a b  a tax deaucrioii by the Internal 
Heienue senice \IRS . Plan ahser, are invesred i n  a mix of q u i ?  
and  fised income secuririej In addirion. IC? and our subsidiaries 
currend!. pro\ ide cerrain posrrerirenien: hedin  care aiid life insur- 
ance benefirs for submniiall! dI rnipio!rrs rrtirinp afrer age 50 
nieering certain senlce requirements. In addirion. \ye  h a w  
unrunded suppiemenrd esecuriie reriiemenr benefit plans-noii- 
qualified, ncn-conrributon detined benefit retirenienr ~ 1 x 1 ,  a\.ali- 
ab le  t o  cerrain senior management. 

1 he  dererniinnrion oi the beneilr e\peii,e I> ii cririci ejriinate 
due t o  the toIln\\.ing !actors. ! inanapemenr must in& sigiiificanr 
ahsumption.; regarding [lie discount r a w  reiurn o n  assets. rare of 
\a lary  increases and  health care cost trend rares: 1 '  cost< are based 
on acruill cniployee denioprapnics. including the ruriio\ er rate, 
reriieineiir rare. i i io r td in  rate. eniployineiir period,. ccmpeils'i- 
t i un  leieii aiid age, each of \v l i i ch  are iublect to change in an! 
given per.od, 3 [ne plan proI1siuns may be changed by manage- 
iiieiit action in tuturr prriiids: and 4 rhr inipaicr of clxiiigrs in m y  
of t t iese  a5suniprions IS likely I O  result in a marerial inipacr on the 
recorded pension obligarion and expense. Ilanagemeiit re\ i e w  
these assumprions periodically to assure the consistency Inth our 
m u d  eiperieiice. 

l h e  a w i n e d  healrh ciue coht trend rare for medical ccsrs \\'as 
1 1  .5?7 in 2003 and decreases IC 3.0': in 2013 a n d  rliereaher. 

,?, 100 b,ws poinr increasr in die medical trenti riires ivould pro- 
ducr a 4 percenr 60.6 million increase ir, t he  aggegare senice a n d  
iiireresr cos1 lor 2003 aiid a 1 percent (S7.5 million; increase i n  die 
accumulated postretirement beiiefit obligation as of Sep. 30.7003. 

.A 100 basis pcinr decrease iii the medical trend rates i iou ld  
produce a 3  percenr : S O . i  mlllioni decrease in rhe agregare  s e n -  
ice and interest cost for 1003 and a 3 percenr I S 5 3  millioiij 
decreabe in the accuinulared posrrerirement beneft obligation as 
ofSep. 30.2003. 

Deferred income Taxes 
\Ve use the liabilir) niediod in the measuremenr of deferred 

iiiconie rases. Under the liabilin method. we esriniate our curreiir 
t a  exposure and assesses the temporary differences resulting troin 
differing rreatinenr of ireins. such a s  depreciation for rinaiiciail 
srarernent and tax purpose, These difierences are reporred as 
deterred i a e s  nieasiired at current mres in the consolidated tinan- 
cizl stateinenis. .\lanageineiir reiieivs all reasonably available cur- 
ren t  and historical information. including fonvard-loohng m o r -  
niation, ro derernune if i t  is more likely rhaii nor diat some or all of 
the deferred ray asser \\ill nor be realized. I f  we derermine dial i t  is 
likely that some or all o fa  deferred t a ~  asset 1\41 not be reallzed. 
then a valuation alloivance is recorded ro report the balance at the 
amount ewected rc be realized 

Cost Capitalization 

tion 2nd construction of adtilrloiial ywerariciri c;ipac!n. :ir T m p i  
Electric and n V G ,  eirension ofthe rran5inission iieniorh and 
enhancement to the s!'srems reliabilin at Tampi  Electric. rxpan- 
sion o i  die pipeline distribution inrrasrnicttire ill I'GS. norniiil 
o c e a i  equipineiir iniprcnements at TECO lraiisporr and espaii- 
sion of production capaciy at TECO Cod .  (See die Capital 
Investments The cosr of additiciiij. includiiig improve- 
men[> and repliicrinents of p r o p e m  i s  charged to plaint. \\'t, cdpi- 
talize direct COYIS and cerraiii indlrecr cosrs. including iiir cos1 of 
debt aiid eqtiin. capital as appropriate, associared i\lth its con- 
struction arid reflrenient acrii ln as prewibed  by geiierally accept- 
ed acccunring principles and recognued policies prescribed cr 
permiired b!. die FPSC and' or [lie FERC Tlie aniounI of caplld- 
z e d  merhead conbtrucrion costs  1s based upon niid!.si, of compJ- 
ny  and affiliate construcrion acriiig Costs are capitalized bawd 
on the act i \ iy  level of resources a i loc~red to c o n s ~ r u c t i ~ ~ n  xriw 
tie.;. .As a resulr. our ner incriine could he iinpacred 
aiid t iming o i  the deplobmienr of resourci's I O  constnictioii acI i \  I. 
ties. Hoiwwr. toral c'ish ilci\. is not inipncrcd b! die dlocation of 
tliese costs to the various ccnsrruction or ni'iiiirmiiice acrivities 
Due  io [he inagnirude oi coiisriucrioii iiiidertiikiiigs. flucru'irions 
i n  ner incoine. s b  a result of cozr capiul izar io i i .  could he hignifi- 
can[ .  C;ipirdized C O ~ I S  are e ipenwd a >  ;I component 0 1  deprrcirl- 
rion \\lieii the assets  are placed i n  w w c c  [>et. Sore 1 to the 
Consolidated Financial Statements. 

During 7003, our iubaidiaries devoted restiiirces ro i n c  ciiri iplc3- 

thc nianner 

Depreciation Eupense 
\ \ e  pioi ide ioi tiepieci.irioii pri~narily by the 5rrdighi.Iine 

merhoti ai iiniiiiiil rares that  iirnortize rile origiiid cozr, less net sal- 
u g r ,  of depreciable propern mer  i t i  rsriniiited service I~fr. Tile 
provi.;ion tor uti l iy plani in senice,  eupre \ i e t l a~  a perceiir'ijie of  
the original cost oidepreciable propern, \vas 4..iLY, a n d  4 2 %  for 
tlic years enticd Dec. 31.2003 a n d  2u02. \\e belicw thc esrilnatcd 
service hie corresponds to [ h e  anricipared p t i p c a l  lit'<, lor nicsr 
asseis HoIIever, our esriniatioii o f  senice lire is ii criticnl esiiniafe 
loi die tolioi\.ing redson,. I iorrcasririg rhe  salvage \iiliic ior long- 
lived iii\et> over a long tinieiraine IF wt) ]ecr ivc,  2 1  changes m a y  
t e a k  place rnat could render n technoloAy obsolere o r  uneconomi- 
cal: and  3 1  a change in rhe useiul life ut J lonfi-li\ed a s e t  could 
have a marerid inipacr on reportec resulrs nl cpcrnrioiis and 
reporred a se r s .  Although i r  is difficult to predict \ d u e s  far into the 
iuture, i ve  have a long h is ton .  of acrual costs a i d  values that are 
considered in reaching a conclusion as 10 t he  appropriate useful 
life of an w e t .  1See h'ote 1 to die Consolidated Financial 
Statements.; 
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Regulatory Accounting 
Tampa Eiectrics and PGS retail businesses and the prices 

charged to customers are regulated by the FPSC. Tampa Electric 5 
ivholesale busmess 15 rep la ted  by :he FERC. .U a result. the r e p -  
lared uriiiries qualin for the application of F.4S -1. . -WOi~i i r i~ ig~bI  
r i i c  Efiecrs of Ccriaiji 
nizes rhar h e  acrionb of a r e d a t o r  can proiide reasonable assur- 
ance of the exisrence of a n  asset or Iiabilin. R e p l a t o n  assets and 
liabilities arise as a resulr of a difierence benveen generally accepr- 
ed accounring principles and the accounring principles imposed 
bv the r e p l a t o n  authoriries. Regularon. assets generally reprcseiir 
incurred costs that have been deferred as they are probable o i  
iurure recoven. in cusronier rates Kegularon: liabiiiries generall) 
represent obligations !O make refunds to customers froiri preiiou, 
cnliections for COSIS rhar are nor likely I O  be incurred 

\\'K periodicdlv asses5 \vhemer the replatory assers are proha- 
ble o f h r u r e  recmep'  b) considering iacror, such as r e p l a r o n  
en\ i ronmrnr  changes. receiit rate orders to other repuiared entit ie< 

i i i  the sanie lurisdicrio::. die curren: politica climate in the stare 
and dir starus of any pending or potenrid dereplarioii Iegislarion 
The assunipuons and judgments used hy r e p l a t o y  audioriueh 
continue IO have a n  impact on the recoven of costs. the rate 
earned on in\.esred capiral and  the timing and  amounr oiassets io 
be recovered by rates. .A change in these assumptions ma!' resulr 
in a material impact on reported assers and the resulrs of opera- 
tions. :See Sores 1 and I to the Consolidated Financial 
Statements. 

o! fiepimoii. This srarenieni recog- 

Revenue Recognition 
\\e and O U T  subsidi'iries recognize revenues. except as di5- 

cuswd b e h i \ ,  o n  a gr0.s basis \\hen the r i s k  arid reivards oi m\n- 
ership ha,;? transierred to the buyer and the proaucrs are ph!sick- 
iy deliwred or senices proiided. Rewnue, for any financial or 
hedge rraiisactions mar do not result in ph!,sical deliven arc 
reporred o n  a iier basis. 

The dererminaoon of die physical delivery of e n e r 9  sales to 
indiiidual customers is based on the reading of meters \vhicn 
occurs o n  a regular basis. .A: die end of each month. iinioiiiirs of 
enerky delivered ro  customers since the dare of the lasr nierer 
reading niay be ettiniared and t i l e  corresponding unbilled re\ e i i t i e  

is esrimated. Unbilled revenue is estimared each nionrli primarui 
based on hisroricai experience. customer-specific iacrors, cub- 
roilier Tares. and dail).generation i.olumes. as applic,ible Tnese 
revenues are \ubsequeiidv adlusreti to reflect actual resiilrh 
Revenues for rep la ted  actiiiries a! Tampa Elecrric and PGS art. 
sublrcr IO rhe acrions of regularon. agencies. 

enues for certain rransportation senices at TECO Transport and 
ior long-rerm construction-gpe conrracts. The percentage ot  
completion method requlres management to n i d e  esrunarec 
regarding rhe distance [rakeled and/or  time e l a p d  for TECO 
Transporr and [oral cosrs and \\ork-in-progress for BCH 
hlechaiiical. Revenue is recognized by comparing the ehriiiixed 
current total disraiice traveled or tvoriit completed ivith t h e  total 
distance or cost estiniare for each prolect. Each month reicnuc 
recognition arid realized profit are adjusted to reflect oiili the per- 
centage of disrance traveled or work compiered. 

IRewnues tor merchant pobver sales and expenses for fuel pur- 
chases ' i rT lVG are reported on a gross basis. except for derivative 
gains or losses related to hedge accounting. ivhicli are reporred ner 
o i the  hedged i tem or transacrioii. Like\\.ise. expenses arising from 
purchased po\ver or revenues arising from fuel sales at TIVG arc 
reported ne! of power revenues and fuel expense. respectivel!,. 

facrors. as described above. Acrual results may be different from 
these estimates. ;See Note 1 to :he Consolidated Financial 
Statements.! 

The percentage u t  coniplerion meriiod is used to recognlzr re\ - 

\\e esrimare certain aiiouiits related ro revenues on a varien of 

Recen tlj Issued Accoun ti fig Stand0 rrls 
In accordance \ f i b  recenrly issued accounuiig pronotinct. 

menrs. i v e  itill he required to compiv nib certain change> 111 

accounting rules and regu'i:iui'.> w e  Sote 77 tu tnr 
Consolidated Financial Statements. 

Gains and Losses on E n e r e  Trading Contracts 

02.3. Recognition and Repomiig ot 2aiiis and Losses on  t i i e r p  
Iradiiig Conrracrs Under Issues Yo. YR- I U  ai-.d U O -  I -  
ciuilei marL-ro-niarket accounring for enerp$ triidinp con!riic!s 
[ha: are nor aerivarives pursuanr to F.4S !33 .  2 require.; !tiLl! gain\  
and losses o n  all deri\.ar!\e instmmenrj i\::hin r i le W I ? V  o! FA> 
:3:3 be presenred on a ne: b i s i s  in rnc ii:coine .;rnrrnicn: i f  hi:! fc i r  

rradii:g purposes. and 3 I Iiniirs :he circunisrsiicc.. iii \\'tiicn ii 

iepo:riiip entin' ma\ '  recognize "dai oiie paiii or 1uh.j oi: <I ticri\ '!- 
ri\e contra~:.  The nieaburemenr provizionz ot ~ ! I C  i ,~ i iv  .ire errt2c'- 
i i w  io: all fiscal periods beginning iiirer Dec : 5 .  2uOI'. .I he I??! 

presenrarion pro\ isions are etfeciivr lor all fi ixicial  siarrmcnt.. 
issued aher Dec 15.2002. The adoorion oi [he i i ieahu 

iisioiis on Iaii. 1, 2003 did nor h a t e  n marcrial impclcr. 
I O  :ne Consolidated Financial Statements for addirioiiLil dctails o! 
amounts presented o n  ii lie! bajib 

Consolidation ofi'ariable Interest Entities 
The eqiiin method of accounting i s  generally used to account 

!or significaiir ini'esrnients iii arrangenients in \\tiich \\e or our 
s u b s i d i q .  companies do nor have a inalorin o\\iicrship interest or 
ewrcise conrrol On Ian. l:, 7003. the FASB issued Fly 16. 
Comolitiorioii o.fli7rioble i i irercsr Erltirit'j. nii iiirerprert7rioii of. lRB 
.lo 5!, \\.hich imposes a new approach in deterinining i f  a report- 
inp ent in  should consolidate certain legal entitiea. including pari- 
nrrsnips. h i r e d  l iabi l iy conipanies. or trusts. among cithers. col- 
lecrnely defined as variable interesr enrit ies or\lCs.  On Dec. '24, 
7003. the F.ASB published a rriision I O  FIS 46 ,F IX  4tiRI.  to clarih. 
some of the proixion5 of F1.l 4b and exempt ccrrain entities from 
11s requirements. 

Under FIS  4GK. a legal enti!)' is considered a \ l E .  \nth some 
exrniprions i f  specific crireria are met, iiir dcies nor hd\ .e  siifficienr 
e q u i y  ai risk to finance its o\\n i ic t i i i r ieh  \\irhotit relying o n  tinan. 
cia1 supporr troiii odier parties. r\ddirionai criteria n iuht  OK 
applied to detrrniine i f  h i s  coiiditioii IS nie! or ii the equiy hold- 
cis. as  a group. lack ail). one of Uircc ctipulared cliaractc'ristics of a 
coiirroliing fiiiniiciil iiircresr. I f  the legd criiity is a \?E, thcii the 
ieporting e i i r i n  dererniined ro be the pii i i iai) beiieticiay of the 
\'it inus: consolid~re ii. t i e n  i t  a reportirig eiirir!. is iiot obligated 
tu consolidare ii \ ' lE ,  :hen cert'iin tiisclourea ii i i i \ t  be niiidc ,iboiir 
the \ lE  i f  the reporriii: entin' ti;i. n sipniticmr \aricihlv inrerest. 
Cerraiii rniisirion disclosure.; clre reqiiircd l o r  iill finimcial >[ate-  
iiieiii? issued atrer ja i l  3 1 ,  2003. Tlic ettcctivc dare ot dic iiiicrpre- 
rarioii \ \ a s  iiiodifictl under FIS I G H .  :\ rcporiing ciitin is rccjuired 
ro .ippli the provisiuiis of FIT 46H io all \ ' I ts  ilia! prc.\.iously were 
stihiecr to cerrnin pie\.iously issued s p e c i a l  purpobe ent i t ) ,  (11 SPE, 
scctiiinring pruiioiinceinents ior dl reporring period, vnding after 
Drc. 15, 2003. Fur ;ill o r h e r L l L  a repurriiig en i in  is reqiiirrd to 
adopr !he provisions of FIS 46R for all rrporriiig periods afier Xlar 
15, 2004. 

Based on i r s  reile\\ under rhc c u r i n g  approved gtiidaiicc, we 
belieie rhar  F1.S 4tiH \vi11 impact die accounting for cerrain uncon- 
soildared affiiares. Relo\\. is a dihcussion ofrhe iegal e n t i t i e s  as of 
Dee. 31 2003 h a t  \\e believe ivill he >uI)jeci to eirher additioiial 
disclosiire requiremen!, or cc~nsciliddtion h!. the company ii i  

accordance \\irh FIS J6R. 
In Sobember 2000 and January 2002, respecti~eiy. we estab- 

lished TECO Funding I .  LLC and TECO Funding 11. L1.C. Each of 
these h i red- l iab i l in  companies are ~\.holl!-ot~ned subsidiaries of 
TECO EnerD. These companies sold preierred securines io 
Cclpital Trusr I and Capital lrusr 11. respecoielh The funding com- 

On Oc:. 2 5 ,  2002 the Emergng Issue, ?ask i-urcc releswt! EITk 



pame5 uhed the proceeds 10 purcnase suoordinared nores iron: UA 
The cubordinareu notes are nor secured D! speciiic assets of Vle 
cnmpan) The ternis of mese notes are sindar to me ternis oi uie 
prelerred securities. The funding companies arr expecred to be 
considered \1Es in accordance iiim FIS  46R. .As of Dec 3 ; .  2003 
managenienr e q x c r s  the porenud impacr of the aaopuoi: of FIS 
46H to nor be marerid for the funding conipnnie>. 

P i ~ e  Letciier S!nfue:. LLC \vas eirablished as pan  of the .Aur. 
1003. sde  ofTECO C o d ' s  s!-itrheric rue1 production iacihries 
TECO Energy5 inaumuni loss exposure in this  eiirin is its equin 
investment of approamately S i 0  3 inliiion anG losses reiarea I O  die 
producrion costs for the h t u r e  production oi sinthetic hei. in the 
evenr Uiar such production creates x c u o n  29 non-convenriona. 
fuel tax credits in excess of our capacin- to generare su6c ienr  I&\- 

able incoine to use such credits. 
TECO Transpor: enrered into t ivo separate s a r - l e a s e b a c l  [ran+ 

zcrion5 for crriaiii ves>els ivhich \\ere recognized as s d e h  in 
Dccenioer 2001 and December 2002. and are currenth recognized 
a> operaring leases for t h e  assets The sae-leaseback :ransaction> 
\\'ere entered inro i\?[h separate : l i d  parries [hat tile compan! 
helieiel meer the definition o i a  \'lE, TECO lransporr currend! 
lea3eh nvci o c e x - p m g  IugboJtj. iou: ocea:i-going barges. file 
r i w r  roii boats 2nd  49 riier oarge.; throuzh these nvo tT i l j I5  The 
esriniared i n a m u n i  lush exposure faced by TECO Transporr is tile 
incremental co51 of obrainiiig suirabie equipmenr to meer die 
compan!.s conrracrual shipping obligarions. The compan!' does 
nor expect to consoiidare upon the effecrive dare oiFIS 4GR 
because TECO Transporr is nor h e  p r imap  benetician of die 
trusrs. 

TECO Properries formed ;I limited liabilin company imii a 
proyxt developer i\hich nieers die definition 01 a \ l E .  Hernando 
Oaks. LLC \vas formed by TECO Propenie5 i v i h  the Pensacola 
Group I O  uu! aiid dexelop 627 acres ot land i n  Hernando Colin?, 
Fiorida into a rejidenria golicomniunin comprised oiaii  18-hole 
goif course aiid 975 single~faniil> lots to; sale to honiebiiilders. 
TECO Properties has pr~ii.ideu stibordiiiated financial cupport in 
rhe torm of a guaranree o n  beh;diolthe iimired iiabiiin. cornpan! 
Herncindo Oaks. LLC had ror,i; iissera at Dec. 31.2003 ofSl'l.6 niil- 

l i o n  TECO Properties' esrimared niaslniuni loss eiposure in tlii. 
prolecr is approamately S10 6 million. The cornpan!' especrq to 
consolidate Herna ido  Oaks. LLC for dl financial reporung periods 
ending airer \lar. 15. 2001. 

TECO Solutions oivns a partnership formed to consrnict. oi\n 
and  operate a \rater coolin:! plant to produce and disrribure 
chilled iiater to customers i ia  il ioc;11 distriburiori Ioop priniwil!. 
tor use i i i  air condirioniiig sysreins The partnership. TECO , A X  
Ltd., meets uie definirioii of a \1E. The compaiii' i (  tile prima? 
beneficiary in accordance itlrh FiS 4GR. due to subord i i ia i~~i  
financing ofS3.3 million proiided to [he pni~iiersiiip as of Dec. 31 
2003, in addition to the compan!.'s equin, in\'esrinent. l h i s  note 
receivclhle froin the partnership is coliaterallzed by die assets in 
the parrnership. The estimated nia\;imum loss eiposiire associ,it- 
ed widi this partnership is approuinately S3.8 million as of Dec 
3 I ,  2003. representing suhsranridl!. all of the assets oi the parrner- 
ship. ?'he company expecrs IO consoiidare TECO .IGC Lrd. for all 
financial reporting periods ending aner hlar. 15,2004. 

hmeiidment to Derivatives Accounting 

Sriireriiuir 133 0 1 1  Deriivzriis@ /r isir~~nit~iirs arid Hedgrrig Acti i'i[icj, 
Lvhich clarifies th r  definition of a derivative and modifies. as nec- 
essan. F.G 133 to reflect certain decisions made by the FhSB as 
pan  o i the  Derivatives Impienienration Group (DIG1 process. The 
ina)orin of the guidance \vas aireadL effecuve aiid preiiousi!, 
applied by the company in the course of the adoprion of F;iS 133. 

in parricuiar. F.4S 1.19 incorporates the concIusions pre\%iusly 
reached in 1001 under DIG Issue CiO, "Can Opriori Conrracis iiiid 

Foric1ar.d Conrrncrs ic i r i i  Opiionairn, Fenrims Qun/(,fqfor rile 

.\ornlol Purciimes and .\ortrio/ S a k i  ,Exrepiion': and DIG Issue 

I n  .April 1003, the E4SB issued F.AS 139, ,Arne!idniet?i GJ 

Cl 5 ,  ".\orniai Piirriirrsrs nnd .\ornial .kit.j Erziwwt!.r;ir cc'j?!?: 
Ou;roti-Ti~vr Coorimiirs arid Foriimard Corirrtlc:.i iii Eilriricrr, ' In 
iiiniiea circumsrances ivnen the crireria are me: and docurnenred 
\\'e desienare opt ion-npe  ana ionvard conrracts :I! eiecrricin as a 
iiorma! purchase or nornid sa? YPSS csceprion LO F. 
coriuac: designated a i d  aocu 
e\cepuon is nor sublrcr 10 [ne 
reqtiiremenrs of F.AS 133. The inc 
reached under DIG Issues CID an 

F.AS 145 e$raolisnes mulrip 

siaiid.irc! iidi iio: 
. /  , anaa i  \:ateinent\ h a i r  a marerial impacr on our co 

o i rhe  guiaance. For dl DIG Issues preilousl! c:carcd h i  uic  F\SI; 
and nor modLfied under F.IS 149. U ie  ef7ecrii.e dare o: [he ij>ut' 
r emans  die same. For ali odier ahpec1s oi me s r m u x d .  tPte p i t i .  

ance i'i eiiective ior all contract> entered i i i to  or indirid  it^^: 
lune 30 2003. \\.e do !lor aiiticip,\le [iidr u ~ e  stioprioii 0 1  Uie ~ d d :  
rioiiai guidance in F.AS I49 \\il l i i 2 i e  a n u t e r i i  imuact O I I  t i : ~  con- 
mlidared liiiancid start".; 

, .  

Financial lnsuuments  tsith Characterisrics of Both 
Liabilities and  Equig. 

In \ la\ ,  2003. [lie EASB issued 1.4s 1.50 . A ' m t r ; : i t i $  fo,' ( . m ' / d i r i  

Fiiitltiiwl irisniiniiwrj iiuli Ciiciriicic,ruii[,s o!/ior/i l.iiilji/i!ii'\ o i i i l  

Eqiiifi.. ivliich requires that an issuer classin cenain rinaiicid 
insrrumenrs as a l iabil in or an asset. Pre\iousl!. man) finaricid 
insrrumenrs \\ith characrerisrics of borh liabilities aiid equiv were 
classified as eawn.. Financial instruments subject IO  F.IS 150 
include tinancid bisuunients in th  any of the folloi\ing tearures' 

.An uncondirional redemption obligarion ai ;I specified or 

.hi obligarion IO repurchase shares. or indexed to such a n  
dererminable dare. o r  upon a n  w e n t  rliiir is cerriun [(I occiir: 

obligarion. and may require physical share or net cash settle- 
ment: 

0 h i  uiiconditional. or ior ne\\' issumcc'; condirional. obliga- 
tion diar nia!'be settled b! issuing a variable number ofequi- 
r! shares if either \a1 a fked moneran aiiiouiit 15 icnoivii at 
incrprioii. ibl  die variabilin IS indewti to sonietiiiiig other 
rnan [he fair value of [he issiier'q equin  diiires, or I C :  the vari- 
abilin move, in\,ersel!. 1 0  ch3nges i n  tile fair value ( i f  the 
issuers +ares 

Thc standard requires [hat dl such i n s t m n c n t s  bc classificd as 
a liabilin, or ai asset in cerraiii circumsrarice> and init ially meas- 
ured at  lair iaiue. bori\,ard cunrr;icr tliar reqiiiie a i~\etl  physical 
s l i m  setdemeiit and niandaroriiy reuzrni,iblt. findiicial insrru- 
nienrb mus r  be subsequenrl!. re-nieasureii iir fair i;iliie o n  each 
reporting date 

This standard is efiecti\e for all iiiiancial insrrunients enrered 
into or niodified ntrer )la! 31. 2003, a n d  for dl oilicr financial 
iiistrunienls. ar rhe beginning of h e  iirsr iiirerini period begiiining 
atrer lune 15. 2003 ! k e  Note 7 I O  the Consolidated Financial 
Statements lor 3 discussion of the impact III the x i ~ i p ~ i i i i ~  of this 
standard o n  1 ,  X U ~ . ,  

Disclosures About Market Risk 
Risk 5lanagement lnfrasvucture 

in the course o l  daily operatioiis, a i  discussed h e i o n  \\e h a l e  
adopted an enterprise-ivide approach to the management and 
conrroi of market and credit risk. hliddle Office risk man,igemenr 
functions. including credit risk management and  risk c~i i t ro l ,  are 
independenr of each rransacriiig en t in  8,Froiir Office: aiid rcpori to 
the senior risk officer at TECO Energy Front Office tuiicrioiis 
report independend! from die senior risk officer 

Our Risk \lanagemen[ Poiici iPoiicy governs 31 energ\. traiis- 
acting ac t i l iy  at the TECO E n e r F  group of compini rs .  l'lie Polic). 
is approved b!, our Board of Directors and  adminisrered by a Risk 
.Authorizing Cornmitree R4C)  rhat is comprised of senior inanage- 
ment.  and advised by thel'ice Presiaent of Energ) Risk 

!\'e and our afliliates are sublecr to various r y e s  of ni'irker risk 
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>lanagenienr. \\?thin the bounds ofthe Poliq: the RAG approves 
specific hedging srraregies. ne\\ rransacrion n p e s  or proaucts l irr- 
its. and rransacring aurhonries The Poii? further requires h a t .  
for all merchanr generation asser managemenr acri\iries. po\\er 
sales and gas purchases must be substantial!. marched. and that 
the volume ofpoiver sales coinrmuneiits is h i r e d  I O  the volume 
o i  owned aiid available generarmg'capacin: Transacrion acuvin' i~ 

reponed daily and measured against Iimirs. For all orher cornmiid- 
in risk management acniiries. denvariw rransacrion i olumes are 
limited IO the anricipated volume for cusrome: sales or supplier 
procuremenr acuiities 

The TECO Energi. .iuthoruing Commitree, administers the risk 
maiiagement poiic! \\irh respec: 10 inieresr rare risk exFosures 
Under h e  polic) for interesr rare risk m a n q e m e n r .  die committee 
operares and oversees t ransmion acr i~ ie , .  interest rare ilerii ari\'e 
transacrioii ac t i i iy  is directl!. correlated to borroi\ing acriiiriei. 

Risk 5Ianagement Objectives 
'The Front Ofice is responsible ior reducing and mitigating tiic 

marker risk exposures ivhich arise iron1 the oijnership o i  p n y c d  
assers and contracrud obiigarions. such as merchaiir power pimrb. 
debr instruments and firm customer sales contracrs. The pnrnary 
oblectives of the risk management organizarion. [he >liddie OWce. 
is IO quanrifi: measure and moiiiror die marker risk exposures aris- 
ing from the acri\iries ofthe Fronr Offfce and the o\\nership of 
physical assers. I n  addition. the \liddie Office is responsible for 
enforcing rhe limits and procedures established under the 
appro\.ed risk nianagrmeiir policies. Based on  the policies 
approved b!. the company's B o x d  of Direcrors and rhe procedure5 
established b!. the RAC. from time to rime members of rhe TECO 
Ei ie rn  group of companies enter into futures. tonvards. sivaps 
and oprion conrracts for the follo\\ing purposes: 

To l i m i t  the exposure to price fluctuations for physical pur- 
chases and sales of natural gas in the course oi normal opera- 
tions at Tampa Electric and PGS. and prior I O  their disposi- 
tions.'IECO Gab Senices and Prior Energy: 
To limit the exposure to interest rate fluctuations on debr 
ihhuaiices at T K O  Energ. and irs other aftiliares 
To l i m i t  the exposure to electricin. natural gas and f ue l  oii 
price tluctiiarioiis relared to [he operarionc of natural ga5. 

fircd - a d  fuel oil-fired power p la~i t s  a i l?%: and 
Io limit die exposure ro price fluctuations for plihsicd pur. 
cii'ises of fuel at TECO Transport. 

The TECO Energ. group of companies ube derivatiws oii ly t o  
reduce normal operaring and market risks. nor for spectiinrive pur- 
poses Tile company's priinan oh)ective in usiiig derivarive insrru- 
menth for regulated operations is to reduce die impact of market 
price volatility oii ratepayers. For unregulared operarions. the 
conipanies use derivative instruments priniariiy to optimize rhe 
value of pnpical assers. primarli!, generatioii capacin' aiid natural 
gah d e h e n .  

Derivatives and Hedge Accounting 
Ettecrive Ian. 1. 1001, we adopred F.4S 133. ,Acroiiiiriqjor 

Deriimnrii,e Irisrriimeiits orid Hedgiiig.lcrri,iries, as subsequend!. 
amended and intcrprered. F .6  133 requires us and our aifiliares IO 

recognize derivatives as either assets or liabilities in the financial 
statenients. IO measure those instrument3 ar fair value. and to 
reflect the changes i n  the !air value ofthose insrrunienrs as either 
components of odier comprehensive income {OCli or in net 
incoine. depending on  the designation of rhose instruments. The 

effecr of h e  auoprion oiF.4.S 133. ar Ian. i 2001 o n  coi?rintiing 

operations L W  not marerid 
Designauon of a h e d p g  relationship require.; manageiiienr IU 

make assumpuonc abou: rhe rxure  probability of uie timing ana 
amounr oi the hedged rnnsacrion. and uw f u m e  efkcri\t.iiess of 
the d e n i m v e  uistrument i:i ofiserring the change i i i  Idi: v d u e  of 
cash fioivs uf h e  hedged item or rraxactiol: l l ie  clererniiiiarioi: 
of Far vaiue is deperiuenr upon cenain asmnpt ions  .i!ic iuue-  
menrs. as drscnbed niore iUh. brio\: Ser Unregulated 
Companies section belo\\. and Sote  2 to thy Consolidated 
Financial Sratemenrs 

lnteresr Rare Risk 
\\e annil our affiliJres are exposed to ch,mgez I:) i:itc:r>r rate> 

p:ini8rii!. 3 5  a rewit of our bu:ro\\ing ~ r i v i t i e \  \it. or in:: 3fi i l iares 
ina! enter inro iurures. iivaps and option c ~ i i t r i i ~ r ~ .  i i i  accordaiicc 
\\ith the apprmed risk inanagenienr poiicies rind pr ( ic~~turez ,  tu 
in(idrrare this e x p o w e  to iiirere5r rate change> aiid 'iciiiew ri 

desired level of fixed and variabie raic dcbi. :Is o i  Dcc. 3 : .  3103, ;I 
li!~porlieticd 1 0 5  increase i n  the consolidated groups iveigtired 
a\-erage inrerest rate on 11s variable rate deb[ duriiip 100; a h  coni- 
pared I O  2003. ivould nor resulr in 3 material impaci oi i  p r e . 1 ~ 1  
earnings. Compararively. as of Dec. 31, 2001. a h\porheric;il l(1";. 
increase in the consolidarrd groups \veigliied average inreresr rare 
on its variable rare debr during 1003. as compared i o  1002, \ \ o d d  
i ior have resuired in a material impacr on  pre-tax earnings. These 
amounts \ w e  derermined based on  the variable rare obligations 
eslstitig on rhe indicated dates a: TECO Enero. arid its suh- 
sidiarieh. Due to the uncenainn  of hirure eveiith. as discussed in 
the Investment Considerations secriun, and our respcinse, IO 
those events. the above seiisitiiities assume no changes I O  our 
financial srructure or our affiliates. A h)pothericd 10"" decrease u i  
interest rates would increase the fair value of long-term debt by 
approuniatel! 3.1 percent and 5.6 percent at Dcc. 31. 2003 and  
2002. respectively. (See Financing .4cti\iT) section aiid Sores 6 
and 7 to (he Consolidared Financial Stareinent5.l 

Credit Risk 
\\'e h a \ e  adopred a rigornu\ proceaq ior the esrablihiiienr of 

net; rradiiig counrerparriei. This proccss includes ail c~vaIt ia[ i i i i i  of 
each counterparn's flnancid sratemeiirs. inth parricular aticntion 
p a d  to liquidly and capital resources. esrablislimeiir 0 1  cuuiirer- 
pan! -specific credit limits. optiiiiiz,itioii of credit terms. and exe- 
cution of stcindardized enabling agreemenrs. Our Credir 
Guideline.; require transactions i\ith counirrp3rries belo\v invest- 
ineiir grade I O  be ciillareralized. Ttiv Credit Guidclinej are admin- 
isierrd and nioniiored iv i th i i i  t i l e  l l idd i r  Oftice. indepeiidenr of 
tiic Front Office. 

Financid instabilip a i d  signitican: uiiccrtainties reiaring I O  l iq- 
uid in  ui die entire merchant e i i e r p  s x t o r  I i n w  iiicreased rhe per- 
ceived credit risk Credit exposure> lor meichanr gentrr;iriciii activ- 
ities 'ire calciil;ired. compared t i )  Iiniir. iincl reportrd to nirinzige- 
ineiir o i l  a daily basis Conrracrs \ v i l l i  diiterenr icgnl viitirics a f f i l i -  
ared \;id1 rile sanie counterparn. are coii~iilidarc~d aiid niaiiaged as 
appropriarc, considering the legal structure and any netting agrec- 
inciirs in placc. Beion' is a sunimap of the T K O  t n e r g .  group of 
coinpaiies credit risk exposure on e n e r g  coiirracrs relared IO nier- 
chant generation actii'itieb at llec. 3 1 ,  2003. 

2; , TECO Erierg~:?003.'iriniial Repori , 
i 



liiiesrment graar 5 1: > -  S 24. 4 ! s 7 4  
Split raring 84 t i 4  84 
hen-invesrnienr grade - - - - - 
S o  external ratings i,internzll\ rared 

lnvesunenr grade 0.8 0.8 
Son-invesrmenr F a d e  - - - 

Tord 5 33.6 > -  s 33.6 S ! j  i 

wnw:i:ra!ioi', 

Commodih  Risk 
\\'e and ou: zrfldiares face vaniiig degrees oi exposure ro com- 

modin risk,-including c o d  narural gas. rue1 oil and odier eiierp 
coinmodin prices. .Any changes in prices could afiecr the prices 
h e b e  businesses charge. [heir operaring costs and the coinperirive 
posirion of their producrs and sen?ces \\'e assess and moniror risk 
using 3 varien 01 scale-of.tlie-arr nieasureinerir 1001,. 

\laiiagemeiit uses differenr risk nieaturenienr and  nioniroring 
rools basec o n  rile degree oiespobure of each operaring compaii! 
IO cominodin risk. 

Regulated Utilities 
.At Tciinpa Elrctric, fuel costs used for generation have been 

afiected primarily by the cost oi coal and. IO a lesser degree. the 
cost oinanirai gas. \ V i t h  the complerion oi the repoivering of the 
Dayside Power Srarion ro  narurai gas. the use of narurd gas, iiith i [ j  

more volstile priciiig. increased i n  2U03 and is especred IO iiicreabe 
ngai:i in 2004. !See [he Emironmental  Compliance secrioii.8 I X S  
15 primarily subiect ru cosrs for purchased gas and  pipeline capaci- 
n. Iiicieasing costs tor  die rep!ared uriliries i m p m  heir  compeu- 
rive position in the inarkerpiace ersus orher energ. sources and  
>upulierb 

coinmodin, price r i h k  exposure This  is prmiaril! due  io the facr 
rhar conimodin price increases due  ro changes in marker coiidi- 
[ions for fuel. piirchased po\yeT w d  narurd gas are reco\.ered 
rhruupti cost recown. clauses. \ v i h  no anticipated effecr on eiirti. 
ings. Conimodin price risk i s  mirigared by rhe use of long-rerm 
fuel supply agreemenis. prudent operarion of plant faciliries tu 
rcduce tlie reliance on purchased poiver. and derivariw i t i ~ t r u -  
ineiits designated as cash no\\ hedges of anuciparcd purciiases of 
naruid gaz. .\I Dec. 31.7003 and 2002, n change in comniodin. 
prices \vould nor have a marerid impacr o n  earnings for 'lainpd 
Eiectric or PCS. 

Currei;rl!., Tampa Elecrric aiid PGS are subject to relativel!. l irt le 

Unregdared Companies 

ject to significanr commodiy risk. These include TECO Cod ,  
TECO Transport. a i d  T l C  The unregulated companies do nor 
specuiate using derivaiive insnumenis. Hotvever. not 31 derivarn e 
iiistrumenrs receive hedge accoiinring rrearmenr due  ru the srrict 
requirements and narrow applicabilin of the accoiinring rules io 
dyiiamic rransacrions. 
TECO Coal is c.,posed io commodiy  price risk through coal 

sales as a pan  ofirs daily operailons. Fixed-price sales agreements 
are used. where possible and economical. io mirigate die variabili- 
n in cod  prices. .At Dec. 31,2003 and 2002, a h lpohe r i cd  10% 
increase in die average annual marker price of coal for each year 
iiould have r e d r e d  in a decrease [o p re - ru  earnings of approu-  
marely 51 million and Sj inillion. respecrively. 

hlost of die unreguiared subsidiaries ar TECO Energ. are sub- 

Fuel price risk es ls ts  ai TECOTransport as J iestilr o: periodic 
purchases 0 1  diesel mei Haulage aiid freifiii: ageeine:iri ofiei: 
include fue l  price ~dlustrneiirs to ua is ie r  the r i A  of i m r k e !  hiei 
price inoveineiirs ro the cusroniei. The proiecreti tuci p i ice  risk f o r  
2004 \cas reduced ti: price adlusrnienr claiiw,. ,% a rcsiilt. i ib  of 
Dec. 31.2003. a h!pothericd !O"r change i i i  die average aniiuai 
market price of fuel \vould resulr in an  estiniared iinpacr oii prr. 
l a  eariungs in Y O U 4  ot  approslniarei!. S2. I million. .\s of Dcc. 31. 
7002. the impact o fa  h'potheticd 1 0 5  change i i i  thc a~eragc  
annual market price of fuel would nor have had a niaterid impact 
due 10 price adiu5rment clauses and derivative insnunienr~  used 
to significand! reduce the risk of price variabilin. ofiinticipared 
hie1 purchases in excess of fue l  purchases siib~ecr ro fuel adjust- 
men1 clatises. 

For TlVG. resulrs of operations are inipactcd priniaril!, b!, 
changes in the marker prices for eleciricin, and narural gab. The 
protitabitin of nierchanr p o \ w  plants is heaviii deperideiir on the 
spreat! henwen elecrric and g,ij price, ,>p.irk zprtyid) iii die m u -  
kers [he!. s e w  

The s p x k  spread ca!cuI;iics die r e h t w  pr(ifitabi1in or convert- 
in: gas into eircrricin. \vhicl: exisrs as the best iiidicator o f 3  p is -  
[ired plant s profirabilig. The variable cos1 ot producing electricin, 
is priiiiaril!. a function of gas conimodin prices and  the hcar rare 
o f t h c  p h i .  The limr rate is [he mecistire ofcfficienc!~in con ien -  
in: [he inpur fuel iiiro elecrricig: \ \ l ien the coii\ersioii price equals 
the market price. [he  spark spread \could tie zero A po\vcr plmr 
uper;iriiig iir [his  IWKI  iwuid  theorerically breA ?\en  \udi respeci 
[[I u n a b l e  c o ~ t s .  

\\liule\ale poiver prices are ser by [lie marker as5uniitig a c o s  
for rile inpur ciicrp; aiid coiii'crrioii cliiciciic!,. but ttic tivcd c o t s  

are 1101 iicccsjarily reflected in the itiarkcr-obscrwd spark spread. 
1?\'G u b e b  deriiatite i i i ~ i r u i i i e i i i ~  to reduce die coiiiiiiodit! price 
ri,k exposure of die merchant piairs.  'ltie commodin pricc risk of 
K K ~  planr 1 5  managrd o n  both ii porrfolio mid asier-specific basis. 
The fulloiving rabie h u m m a r i ~ e s  the i:iip,icr o f i i  h!poiherical IO?,  
change in coinmodii). price5 on die Iur value of nierclimt e i i e rn  
derirariie contracrs ar Dec 31. 2003 aiiti Dec. 31. 2002 

Sensitikiit). of the Fairi'alue of Merchant Energ) 
Derivative Contracts 
iiriiiiioiis, De(,. 3 1  Xi03 2002 
Change in FairiBlue due  io a 1016: ~ 

Decrease in  naiural gas prices S 13.21 S( l6 .Y )  

Increase in eiecrricin, and 
Increase in electricin prices 11.3) ;?1.3) 

narurd gas prices (7.5) f i .5 
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Beioiv is a suinnian. of h e  percentage of mrrcnan: p imi  ou:  
put and rue1 requirements neaped 

& h a t e d  3lerchant Plant Hedging Information 

Forecasted plant ourput ana 
2ou; :'flu5 

h e 1  requirernenh hedpeo l j T o  ! 3 -  

The following rables summarize the changes in and the fair 
value balances of e i ie rg  derivarite assers liabiliries io: the jear 
elided Lkc. 31 2003. 

Changes in Fairvalue of Energ\ Derivatives [millions' 
her fai;i.aiue oideri\ari \e\  a i  of De, 31. ?I!@? c 8 4  . -  Set cnai?ge in uiireiized iur \ i u e  oidrrivariies 

Reallzed iiet setrlenienr oiderkar:\ .es I O  
:! : 

L .  

Changes in i-aludtion techniques dnd assuniptioni 

Set fair w i i e  of e i i r r3 '  deriinrivr.; a. of Drc. 3 i .  2iiO.i 

- 

5 
~~ 

Roll-Fonvard of Energy Derivative 
he t  .&sets (Liabilities) imillions) 
Total e n e r g  derivauve nei assets 

lliabiiitiesi as ofDec. 31. 2002 E 8-1 
Change in  fair value of 
net derivariw ;issera :liahilitiez 

ReLorded in OC! 11.8 
Recorded in earnings 15,3 

16.8 
Set Fairv;ilue o i e i i e r ~ ~ d e r i v a t i i e s  a b  of Dec. 31. 200.3 5 " i l l  

Set option premium pa>meiits l@.? 
Set purchase sale ofeuit ing contracts 

\\lien a\.ailable. the compan! uses quoted niarhet prices t~ 

record the fair value of e n e r n  derivarive conrracts. Hoivever. cer- 
ta i i i  e n e r p  derivative conrracts are not exchange-traded, but 
rather. are traded i i i  die over-the-counter KYrC! niarker, through 
mulripie-parv on-line rradmg plariorms. or in d\e bilateral marker. 
\\'e tis? iiidiistn--acce;ired \.aIuiirion technique\ based on pricing 
models or iiiarrL\ pricing f o r  r i i e r p  der i \x i te  contracrh t h e n  
t h i r d - p a q  price m t a  ii iiiirequent or nor available. Pricei, inputs, 
aisurnprioni and the results of valuation recliniques are validatcd 
by the \liddie Office, independendy o i the  Front Office. on a dad) 
basis. Significant inputs and assumptions used by the company to 
determine die fair value of energ. derivat1i.e contr;icts are: I the 
ph!.sical d e l i v e n  location of die commodin:  21 the correlarion 
benveen different basis points and/or  different commodiries: 3 
rarioiid. economic belia\ior in rhe markers and by counterparties 
-11 on-  and off-peak curie shapes aiid correlations: j! obhened 
marker information: and 6 1  volariliry forecasts and eirimares tor 
aiid benveen commodiries. .Ilathemarical approaches are applied 
on a Irequeiir basis to validate and corroborate die results o f  u i u o -  
tion ca1ciilatioiis 

Belo\\ is a suii i inay table of sources of fair value. by in;irtirin 
period. for energ. derirarive conrracts at Dec. 31, 2003. 

For all unredlzed e n e r g  dcrivariw contracts. dic \.Litiotioii is 
31: estimar based 011 die be51 availab!e iiiforniatiuii .Actud CAI>,  
f lo\v l  couid he siarerillly different from rile estiin,itrii \ d u e  upoi; 
niarurin 

Other Items hipacting Net Iiiconie 
2003 ltems 

In 2003. our results from continuing operations iiicluded 5 2 3 . 1  
inillioii of charges reldred io \,diiaiion adjustnicnrs. proiccr cancel- 
lation COSIS. turbine valuation adjustments. ia credit re\ e r s d s  arid 
corporate restructuring at the various operciting compiiiiies and 
543.6 million related to die sale of H P F  a i d  its operating net 
income through the dare of die sale. [See the Earnings Summan. 
seciion.' In addition. \ve recognized S1 . l  million in after-ta\ 
charges related a change i n  accounting principle for the imple- 
mentation of EIS 143, rlccoirnriirg/or:tssef Rerironcwr Obiignfforis. 
and a 53.2 million h e r - t a x  charge for tlie impicmcnraiion E\S 
150. .4ca"ng j o r  Ceriaiii fiiinrici(ii i m f i . i i r i i t v i i s  icsiili 

C / i m x w s r r r s  qfborli iinbiiirws nrid Eqiiry 

2002 Items 
l i i  2002 o u r  restilrs included ii 53.0 niillion afrer-rxy cliargr at  

TECO lnvcsriiieiits relared io a11 aircrafr leased IO US Ainvay?. 
! \ M i  fdcd lor bankruptc!. Resulrs ai TIVG included a S5.8 inillioii 

a f r e r - t u  asse: valuarioii charge lor the sale of iis iiiterests iii perier- 
zring isciliries in the Czech Republic. Hezults ar TECO h e r $  
included ;I 534.1 million pre . tx  iS20.9 million afrer-tax! charge 
relarrtl I O  ii debt refinancing. 

2001 Items 
In 2001. our resulis incltidcd ch,lrgcs to adjust asset valuations 

iotaliiig ST.2 million i i t x r - t a  The adlucrnicnrs included ;I 56 1 
million after.tax c h a r y  rel,ired io  the sale or a iiiiiiorin' inrerest in 
EGI ~ \ l i i c l i  oi\ni sm,ilier poi\rr  griierarioii pio!ect\ iii Ceiitr;il 
, \ i i i e i i c ~  and ;I S I . !  niillioii ; l i tei-t iL\ charge reI,irtd IU  tlie \;ile of 
leveraged l e a w s  i i i  TECO Iiivrsimeiir> 

Discontinued Operations 
Discoiirinucd operations include die opcrational ioiscs aiid 

charges for h e  Uiuon and Gila Kiver pobler srations uid opera- 
t i ( i i i 5  of Prior Energ andTECO Cas Senices. 

The 200:i loss from discontinued operation, oiS8YO 4 million 
r e t l m s  primxily the S762.0 inillioii a i ie r . ta  impairnient charges 
for the Union aiid Gila River power htat ioni  and their 562.0 inillion 
operating l o w s ,  partially offset by nct inconic 0 1  5 5  million from 
Prior Ei iera  and TECO Gas Senices and  a 523.5 nii l l ioi i after-tax 
gain o n  the final installment of rheTECO Codbed >lethatie sale in 
J anuan  2003. 

In September 2002, as a componenL of its cash raizing plans. 
T K O  Eiierp inirisred acr ib i t ies  Lo sell die T K O  Codbed Xlethane 
gas assets That sale was substantially complered in December 
2002 I O  thc Slunicipal Gas Authority of Georgia. Proceeds from the 
sale were 51-10 million. ofwhich 542 million ivas p a d  in cash at 
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c losmg and C98 mlilion \vas paid i n  ianuan.2003 TECO Coalned 
Slertlane3 resdrs are accounred for aa  diaconrinued operariun. tor 
all penods reported 

TECO Codbed Slethmnes 2 0 0 2  ne[ income \vas 53 1 1 mdhor, 
including a S:.: miilion mer-rai ner gain o n  the 512 mdlion por- 
[ion of the s u e  proceeds. These results retected producrioii of 
11.2 billion cubic feel {Bcf,. compxed to 15 Bciin 7001 at  an efiec- 
rive gas price. including [he efiecrs of hedgng.  of abour S2.80 per 
thousand cubic feer ,Slcf , ,  an a n i o s t  20 percent io\ver r edurd  
price rhan in  2n0! 

Production froin TECO Codoed Sleaiznes resene; \ \as e i p b i r  
ior Secrioi: 29 non-con\ enuonal furls [a\ credir.; through 2001 
Tne credir t i a s  Si.03 per ndl ion  Bru lor 2002 aiid Sl.Otc per miliioi: 
Bru in 2001 This rare escalated hid1 infiarion and cc~uld ha \ ?  men  
Iiniired u) doniejric oil price>. In 2002, doniehric o i l  prize5 \\iiuld 
have had I O  exceed S O  pe: barrel for h i s  limitation io Iiii'w beer. 
effective. In 2OO?.T€EcO Codbed Slerlianes Srcrion 29 [a\ credir. 
\\ere Sl5.3 niiliion. coinpared rc S1G.i mdlioii in 700:. 

Other Income (Expense) 
111 2003. Orher Income 'ExpenLe. ofSlIJ1.Y million reilecrb h e  

income reiatecl ro [he pain on ine sale of Harder Po\ver Parine:> 
and  [he sale of die 40.iLT inreresr in  the s\nrrieric furl producrioii 
iaciliries a[ TECO Coal, partiall!. nficei b\ an arbirrarion r e w n  e 
establi.;iied forTSlDP die indirect mviier of rhe  Commoii\\ealrh 
Chesapeaie Po\\.er Station. and loiver .-\FUDC Equin ai Tampa 
Eiecrric Results in 2002 included income rroni loans to Panda 
E i i e rp  for the TIE project, iihicn convened IO a11 e q u i n  obiier- 
ship posirion in l a n u a ~ ~ 2 0 0 3 .  !See rhe  TLVG aecrion.8 

In 2007. Orher income iEspense of 513.2 niiliion included 
560.7 million trom consrrucrioii-reiared aiid loan agreemenra nith 
Panda E n e r u  and earnings on die q u i ?  invesrment in EECS.A ar 
n Y G ,  a n d  income from the invejrnient in TP\; pzrriall!. ohset bv 
rhe SY.4 million pre-taz NSj.8 millioii afrer-raxi asjer vaiuation 
charge for T \ l G  s sdr of its niinorin inrerest in generaring iaciliriej 
i n  rhe Czech Republic and a S31.1 mullion ;520.3 ridlion Jfter.txx 
p r e - r u  charge relared to a TECO Erierp debr retinaiiciiig conipler- 
ed 111 2r)w 

In 2001. Orher lnconie !Espense of S38.7 inillion inciaded 
iiicoiiir froin loan agieeinenrs ivirh Panda Energi. relared to rlie 
TIE projects aiid earnmgs on the equiy mvesrment i n  EEGS.; , and 
income from the in\'esrnienr in TP\: paniall!- offjer b! a SO Y md-  
lion pre-[in 1,SG.l million a h - [ a x ,  charge foi A\Ga sa? of i r h  

ininorin interest in EGI. 
.AFUDC equ in  ar Tampa Electric. iihicli is included in Odier 

Inconie. \vas SlY.8 million in 2003, 524.9 million in 2002 and S6 6 
million in 2001. .-\FUUC is especred to drop to aiinosr Lero in 2004 
\\ith rhc completion ofTampa Elecrrics Bayside repo\veriiig. 

Interest Charges 
Inreresr expense \vas 5288.4 million in 2003. coriii)~retl i \ iui  

S142.3 niilhon in 2002 and 5161.1 million in 2001. Inreresr rxpenhr  
increaied in 2003 rrtlecriiig higher debt balances at  both T m p a  
Elecrric and TECO Eiiern associated inth die completion ot nialor 
C O I ~ S I N C ~ I O I ~  programs. In addition. SA5 millioii less intcresr \\'as 
capiraiized in 2003. because ofthe completion of the Union and 
Giia River construction aiid h e  suspensioii ofcoiisrrucuon of Dell 
and \lcr\da!ns. The decline in 2002 \vas primarily because of lo\\'er 
short-term debt rates and balances and a favorable sertlemenr 
i a th  the Internal Revenue Senice regarding dispured income tu 
amounis for tvhich inrerest had been pre\iously paid. 

lncome Taxes 
liiconie taxes decreased in 2003 as the result of a loss from 

conriniiiiig operarions. continuing non-tawble ;IFUDC equin. and 
~iiostiinrial ra credirs associated i\irh the producrioii oi noii-con- 
ienrioiial hela. Income t i U  espense decreased in 2002. reflecting 
greater .GUDC Equin and a subsranrial increase in  I&\ credits 
associated \ n d i  die producdon ot iion-conwnrional hiels. In 7001 

intome t a  expense decreased. reflecriiig higher r a n o l e  iiiconie 
cifiser b! an increase in la\ credirz assciciared ivirh me proLiLc:io: 
of non-conienrional fuels. Income t2\ expense as a perct'nrape of 
income from conrinuing operation.< before t3se'; \vas YU.2 pcrccr.! 
11: 2003 - 2 2 . ~  percent in 20L". and .2 b percent i i i  W!. Duniig 
2004 \ve expect [he effective [ax ra:e ro oe in  me range of 33-40' 

.Alrernatii.e \linimum Tax Ruiea \vas S58.ti miliior: ST! 4 nii\ii(in 
and 552.1 million in 2003 2002. and 200: rcspt'cri\rl'p 

Tora! income *A\ expen.? \\a5 reaucrd t ~ ;  rnt. Frwral i 'n crec- 
i t c  relared [o the uroauctii)~i 0 :  no i i -~o i i \ . e i i t i i~ i i~~  nirlh iiiiirtu 
>ec t io i i  25 of die lnremal He\-enue Codc I 
S6o.O million in 2003. 5101.3 rnillioii i i i  20d 
These I.L\ credirs are generared ruinii.ill\ oi: ql;.difies; prot!ac:ioii 
:!: rEC0 C ~ a l  through 2ec 3 : ,  200- ,  s i ib iecr  i o  t.iiznyr\ I:: I L in  reg- 
ulation or administrarion Liar could iirilucr rlir qiiiiI1fica:ioii oi 
Sec. 29 [a credirz See t i l e  TECO C o d  w r i o r i  

Tlir ra m a i l  is detern:iiieci aIiiiLidi;> and is 
S i . \ !  per miillon Brn i0:2003 aiia \ v a j  5 1 . 0 ~  pc 
2002 and S1.08 per million Btu in 200: i h i s  rare e>cJi,irtas \\.irli 

intiation bur could be limitrd b! donie.rii o:! prices I n  IW3. 
domesric oil prices \ \ o d d  iiaie had ro exceed Si11 per h,irr?l i i i r  

this liiiiiration ro have been effecriw 
In 2003, 2002. and 2001. rhe decredsed i i iconie r ~ \  e\penx. a l w  

retlecred the iinpacr oi iiicreahed o\ erseat oper;itions \virh 
deferred U.S. :a structurej. The decrease relared I O  diese deferral5 
\cas 512.3 mdlion, S8.l million, and 57.7 million ior ?003,2002,  and 
2001, respecrivel! 

The income t u  effect of gain5 and  lo.;\es from disconriniied 
operations is sho\\n as a coniponenr oi result5 rroiii discoi~i i i iuet i  
operations. 

The cash pa\.menr for income t a e a .  9 5  reuuired tn :he 

Eiiroii Related Matters 
T7\G filed 3 c lam i n  rhe Eiiioii b'iiihrupic! proceeding associ. 

,ired \\ith die SEPCO "sivepr cash" for the four prcijectz i i i  die 
iimotiiir of S214 million. 17j .G a n d  orhers h a i e  filed adwrsciy pni- 
cerdinpi i n  rlir biinkruprc!. l o  tn' IO ejiiit);ish n c ~ ~ i i ~ r r i i c t i ~ ~ e  tmsi 
\ \ iu i  respecr to the cash iiwd h! Eiiroii dia: heloiiKed lo  115 s.11)- 
d i a r y  SEPCO the engineerin: procurement aiid coiisrruc~ioii 
con r imor  of four n Y G  prolecra. 

111 2003. .II\'G sold i t s  barih-uprc;; claiiiis for approamatel!, 15.5 
cenri on the dollar \\hich ainounrrti to ;I iei'u\er! of nbour S12 
million Thew \vas a holdback (if  20",, i o  be released a i  the [line of 
pci!irieiir I)! Enroii t u  the piirchawr The c;isii recmed in excess of 
rhr holdback \vas approxiinatel!, 533 4 ~nillioii Under tlir arrange- 
nielli. die peiidiii; adversa?. proceediiip i iould sri l l  be prrisecur- 
cd ro [lie cstciii practicable i\irli [lie escesi rccovcrv i f  any. shared 
by us aiid die purchaser This recoven' \\.auld priiiiaril!, offset 
iiicreasej in consrrucrioii cosrj associared i v i ~ i  die effect or tnroi i i  
hankriiptcy on i ta  sul ia id ian SEPCO.  

Eiiviroiiineiitd Coiiipliaiice 
Consent Decree 

Environnientd Protection ;\geiic\. iEp.41 arid tqe U.5.  Deparinieni 
of Jusuce.  iipned a Coiisenr Lkcrer which h r c m i e  cfircrive Oct. 5 ,  
2000. 2nd a Consent Final ludpincnt \ \ i t h  [he Hcirida Deiiiirtnirnr 
of Eniironmentai Prorection {FDEP,. effecrive Dec. 7 ,  1999. 
Pur,uanr IO rhese agreements.  allrgarion, ot violiirioiiz of Sew 
Source Re\ie\\ requiremenis of die Clean .Air Act ticre resolved, 
pro\isioii \vas made for en\ironnienrd coiiriok and pollurion 
reducoons. and Tampa Electric began impienicnting a conipre- 
hensiie p r o g r m  to dramatically decreclae rmiszions from I[> 

p i e r  planrs. 
The einission reduction requireineiirr included specific detail 

\ n t h  respecr t o  the a\,ailabilig, of flue gas de5uIfuriLarion svsremh 
\scrubbers) I O  help reduce sulfur dioxide :SO:), projecri for nitro. 

Tampa Elccrric Conipanv. in cooperarion i v i i h  [he 
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gen oudeh :SOX reauction effons o n  Big Bend Units 1 through 4 
mu the repoi\ering 0: [ne cod-riretl Gannon Starion I O  narurni g2. 

Tne comrnerci i  operation dates lor riie n \ o  reponered Bnvsiar 
unirs ivere on Aprtl 2: .  2003 and Ian. 15,200:. The coniplereo sta- 
tion has tot& starion capaci:! ofabou: 1.80U niegaii'ans nomind 
of natural pas-fueied eiecrric generation B:; >lay I .  2005. Tampa 
Elecrric mu51 decide wiierher to insrall SO1  conrrols. repotver, or 
shurdo\\n Big Bend Unir 4, and i t  musr implemenr the chosen 
m e t h o d o i o 3  hy lune 1, 2007. By >lay I .  2007. Tampa Elecuic \\ill 
decide whether 10 install NOx coiirrolb. repower. or sliurdo\\n Big 
Bend Units  i .  2 and 3.  and i t  must iinplenienr the chosen nierhod- 
0109 beginning in 2008. Tampa Eiectrics capital invesrmenr iore- 
cas[ includes m o u n : s  in the 2UU6 rhrou$i X U 8  perioa tor coinp:i- 
ance \ \ id i  the S O X  5 0 2  ana parricul~re inrirrer reducrioii reqaire- 
inenti 

Emission Reductions 

parricuiate maner P11 eniissioi 
rons ?;.ti30 tons. and 2.865 tons. respeciivel!. 

Reductions in SO2 emission> ivere accomplished diiougli the 
installation of scrubber sysrems on Big Bend Unirs 1 and 2 in 1993. 
Big Bend Unit 4 \vas o r i g " l  consrructed ~ i t h  a scrubber. The 
Big Bend Unit 1 scrubber s!-srein \vas modified rn 1994 IO allow 11 

to scrub emissions trom Big Bend Uiiir  3. Currenrl!-. the scrubber> 
ar Big Bend Starion remove more t han  95 percent ofthe SO2 eniis- 
sions troni die flue gas streanis. 

In addition Consenr Deciee and Consent Find judgment rehi-  
ed piojects i\-~ll resulr in significant reducrions in emissions 
Reducrions ha! e ;tiread!. resuited froni rhe completion o i  die 
repoiyering oiGannon Srarion to Bavside Poiver Starion in .April 
2003 ;Bayside Unit I :  and lanuar). 2004 :Ba!,side Unit 2 ' .  Should 
Tampa Electric decide to continue to burn coal the installation of 
dddiriond SOX eniissioiis controls oii all Big Bend Unirs \!ib result 
in the funher reduction of emissions. By 2010. these projects \\ill 
resuli in the addiliond phased reduction of SO? b!. 156,501 runs  
per year, SOX by61.519 tons per year, and P l l  by 3.G26 tons per 
!'ear trom 1398 levels. 111 rural, Tampa Elecrric's enir>sio:i reducrioii 
i i i i r i a t i i eh  \ \ i l l  resulr i i i  die reducnon of SO". Sox, and P11 e m , -  
sion5 by YO percent. 85 percent. and 70 percent. respectiveh bcloiv 
13% levels. Ii'ith these iniproienienrs u i  place, Tampa Elecrrics 
:nciliries ?.\ill meet uie same standards required of iieiv poliei pen- 
eraring taciliries and help ro significantly enhance the qualig of 
the air in the coniniunin. 

Due to pollution conrrol co-benetirs from [he Consent Final 
Iudgnienr and Consenr Decree. reductions i n  niercun eniissioiiz 
ha le  occurred due IO die re-poiiering of Ganiion Station Io 
Bayside Stadon. .At Ba!wde. \\.here mercury levels have decreased 
41 percenr belon 1998 levels. there are rirrually zero niercun 
emissions .Additiond m e r c u n  reductions are also anticipated 
froni the installation of SOX controls at  Big Bend Srarion. which 
would lead to 'I i nercun  remoid  efficiency of approximarel) 70 
percent. Depending oii the SOX control rechnoiob? selected f u r  
Big Bend. the mercury reducrions may v a g  aiid lead ro loicer r]i,in 

anticipated mercun  reniovai efficiencies. 
The repowering of Gaiinon Starion to Bayside Station will also 

lead ro a significant reduction in carbon dioxide (CO?) emisbions. 
I t  is especred. that  by 2005, [he repowering \\ill bring an approxi- 
inate 5.2  niillion ro i l  decrease in CO2 emissinns below 1998 levels. 
This reduction uill result in  the Tampa Electric system CO? emis- 
sions being in line \\id1 its 1990 CO2 emission levels. 

Superfund and Former Manufactured Gas Plant Sites 
Tampa Elecrric Conipany, rhrough its Tampa Electric and 

Peoples Gas di\isions. is a po ten t idy  responsible p a i y  for cerrain 
superfund sites and. through i r s  Peoples Gas division. for cenain 
tormer nianutacrured gas plant sires. IVhile the joint aiid several 
Iiabdin associated ijirh these sites presents the potential for signif- 
icant response cost.$, as of Dec. 31. 2003. Tampa Electric Company 

S:nce 19% Tampa Electric hiis reduced annual 502. SO\ and 
roni 11s iacdiries b) 12%130 

has esriniared its d n m a t e  financial liabilin to  he appruuniardi 
520 million. and this amount  has been reflected in  le compxi i  z 

iinancid staremenrs. The en\ironmenrai reinediation costs ass 
ciared i\ith these sites. ivhicn are ex3ecred to be paid o w r  man\ 
\cars.  are not espected to ha \e  a significanr impact o n  cusioniti; 
prices 

[he cleanup costs arrnburahie in Tampa Electric Cornpcin) The 
esrimates to perform the work are based on ilctuiil er:imd:e*; 
obtained f r o r  contractors or Tainpa Eiecrric Compani > experi- 
ence i\itii similar work adjusted for sit? sueciric c c ~ i i ~ i i r i o n \  ail! 

agreemenis iviui t h c  respecrite go\rrnnicn:d qx i i c i eb  Thc esii- 
iiidrec are made in curreiir dollars. aie nor d i m ~ u n i e d  and do :io[ 
ah>ume an!' insurance recoverieb 

.?Sic~c~irioii ot the responsihilin ior reniedi;iriiiii LO<!> ;inion; 
Tan:p? Elecrric Coinpm! and  orher po!eiitxll! re\ponrihit. ~i~irr!e. 
iPRPs i s  b a 4  on each partie>' rria!iir o\\-rierciiip iiirtwsr i n  o r  
ti%ige o: a site .Accordiiigi!. Tainpci Elecrric (mnipaiii mire of 
reniediarioii cosrs varies i\irh each sitc. i n  iirrudlv dl i i i s ta i i cc \  
\\liere other PRPs are iiivolved. those PRf's are conslacred credit. 
i t  orrhv. 

Factors rhar could impact these esriinare> inciiide die :ihilin oi 
other PRPs IO pay their pro rara portion of the cleanup costs. add!- 
t ioiial testing and investigation \viiicli could expand the scope of 
h e  cleanup acriiities. additional liabtliy thar might arise froni the 
cleanup acriiities rhemselies or clianges in ldivs or regularions 
diat could require addirional remediauoii. These COSIS are recoi- 
erahle rhrough custonier rates established iii subsequent base rate 
proceeding, 

The esumated xnounrs  represeiir onli L x  esriniared ponion of 

Regulation 
Tampa Uecnic  Rate Strategy 

In 1996. during the coiistructioii of f'olk Unir one, Tampa 
Electric entered into a series of agreenienrs i v i t h  Florida's Office of 
Public Counsel IOPC) and die Florida Industrid P o \ w  Users 
Group iFIPUGi. ivhich ivere approved by [he FPSC I O  srabilize 
prices \chile securing fair eariiingi opporruiiiries rlirougli 1999. 

been wider a i i~ ' i c  sripulnrioii. Tlierctorc. i r i  rate5 aiid alIoi\rd 
rerum on equ in  (ROE1 range of 10.73 pcrcenr to 12.75 percent 
\ \ i t11 ,I midpoint of 11.75 perceiir are iii eftecr until such time as 
cii'ingeb are occasioned by aii agreenieiir ,ippr(iveti bv the FI'SC or 
orher FPSC actions as a resulr of rate or other proceeding\ initinreti 
b!.Tanipa Electric. FPSC sraff or orher inicwhred pLirrie4. Trinipa 
Electric rxpecrs to continue earning ivirii!ii its alIo\yed HOT. raiige 
e w n  ~ i r h  riie rare base addirions associared ii-~di [lie repoivering 
0 1  rhe Bayside Power Sratioii. 

Tampa Electric has no: soughr ;i h a w  rare iiicrease io recover 
die investment in  the Ua!.side l'o\\,er btariori \\hicli entered sen ice  
in nvo pliiiseb. tnrh the firs1 in 'April 200.1 ;irid [he second in 
Isnuan 2004 

Since the espiratiori of die agreenienrs. Tampa Elecrric has iiot 

Cost Recoven Clauses -Tampa Electric 
In February 2003. Tamp;! Electric tiled a request for il niid-peri- 

od fuel cost adjustment of almost 561 million d u c  ro conriiiued 
iiicrease i n  the cost of natural gas and oii. The request id50 reflecr- 
ed Tanipa Electric's operarionai plan to phase oiit (;annun Units 1 
rhrtiugh 4 in  7003. In l larch 2003. the FPSC apprm,ed Tanilia 
Elecrric's neiv fuel rates as i ve l l  as neiv niel rare\ for the  other 
peninsular Florida invrsror-o\vned utilities. 

In September 2003. Tunpa  Elecrric filed \ ~ i t l i  the FPSC for 
approvd of fuel and purcliased poiver. capaciry, eniironniental 
aiid consenat ion cost recovery clause rates for the period lanuary 
through December 2004. In November. the FPSC approved Tampa 
Electric's requested changei. The resulting raws include the 
impacts of increased use of natural gas ai  the Bayside Power 
Station and the collecrion of S91 million for under recovery of fuel 
expense for 2003. The fdiiig also included estimated waterborne 
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rr;insporrarion raws for coal transportation senices discussed 
brioit .  The FPSC did nor d ~ o \ i . ~ + e  recoben ofS8 4 million ii  cnar- 
acrerued as 'saimps" h n i  shurring doitn the Gannon Starion e x .  
her than on@nally pianned rvhich the FPSC deemed generared 
operarionj and mantenance  saiings .iccordmgl!. Tampa Eiecxics 
resideiirid cusromer rare per l.OOO-Mo\catr hours increased ro 
S99.01. The rares include projecred costs associated inth e n i u o n -  
menial projecrs required under the EP.4 Consent Decree and the 
FDEP Consent Final Judgment. 

Tampa Eiecrric fled irc objecrion to the disallo\vance of die 
recoven of dit. 58 -1 million and a motion asuiig Lhe FPSC to 
reconsider its decision because dl tacrs and l a y  ivere not taker. 
iiiio accouiiI The niorion \vas filed on ian ti. 20114. and a drcijioi; 
on thib maner I:. expected in the firsr quarter of 200; 

C o d  Transportation Conrract 
Tamp;\ Electric 5 conrrdct ior coal transporrario:i and srorage 

ren'iceb nirli TECO Transporr expired on Dec 3!. 2003 TECU 
Transport had been proiiding river, cross-guli tra:isportarion sei?. 
ices aiid s:orage senices under tiiat conrract siiice 1999 and under 
a series ot contracrs for more than 40 years. In June, T m p a  
Elecrric issued a Reqtiesr For Proposal IRFP: ro potenrial prwiders 
requecring senices for the n e n  five years. The result of [he RFP 
prows:. \vas the execurion of a new conrracr benieen Tampd 
Elecrric and TECOTransport effecrive Jan. I ,  2004, i\Tth market 
rarei supponed b!- the results of the RFP and a n  independent 
expen in maritime trmsponation matrers. The prudeiice of the 
R F P  process and final coiitracr icere origindiy scheduled IO be 
re\ie\\.ed by the FPSC i n  the course of die normal tuel cost reco! - 

f n  heariiip.. in Sovember 2003. That hearing \vas deterred due to 
proresrs from other parties seeking more rime io evaluate [he coii- 
tract informarion. The matter is scheduled to be heard by the 
FPSC in .April 2004 ivirii a decision expecred in June 2004. 

tion costs at the rates from the i io iv expired conrracr. iihich are 
slightly higher than those m the contracr effecrive Ian. 1, 2~104. 

Cost Recoven Clauses - Peoples Gas 
In Soveniber 2003. the FPSC approved rates undr: People\ Gas 

Purchased Gas ;\djusrment (PGjI! cap factor for the period lanuan. 
2004 through December 200-1. The PG.4 is a factor that can v a n  
moiirli!!. due  to changes in acrual fuel costs but I 5  nor aiiricipated 
to exceed [lie iinniiai cap Tlie apprwed cap includes a n  uiicier- 
r e c m e n  of S7.5 niillion for 2002 and a projected over-recoien ot 
S10.3 million in 2003. 

In t hc  meantime. Tampa Elecrric is recoi'ering h e 1  transpona- 

Utility Competition - Electric 
Tampa Electric's retait electric business is substanrially free 

trom direct competition \\It11 odier electric utilities. muiiici~iditiei 
aiid public agencies. Ar the present time. die principd form of 
cornperirion at the rerail level consisrs of self-generarion available 
io larger users of electric e n e r u .  Such users may beek to expand 
their dreriiatii.es through various iniriarikes. including legis lat iw 
and! or regulaton changes thar ivould permit competition at tile 
retail level. l a m p a  Electric inrends io retam and expand its r e r d  
D U S I I I C ~ S  b! managing costs and proiiding high-quaiin sen ice  to 
retad customers. 

l h e r e  is presend!, coinperirion in Florida's wholesale power 
markets. increasing largely as a restilr of [he Energy Policv .4cr of 
1992 and related federal initiauvei. However, the srares Power 
Plant Siring Acr. ivhich sets the state's electric e n e r g  and eni'iroii- 
inentai policy a i d  governs the buildmg oi n e w  generation involv- 
ing swam capacin of 73 megaivarrs or more. requires h a t  appli- 
cants denionsrraie h a t  a plait  is needed prior to recehing coii- 
srruction and operaring permits. 

l i i  2003. the FPSC implemented rules that modified niles from 
1991 miit required invesror-oimed electric utiliries IIOUs! io issue 
RFPs prior ro filing a petition tor Dererininarion of l e e d  tor con- 
suucrion ot a power plant i\ith a sreani q c l e  greater tiian 75 

niegaivanb. The mohfied d e s  proiide a mechanism io: exprcirrec 
dispute resoiunon: d o i t  bidders to submir ne\\ bid., \\nene\ t': tnr 
IOU rrbices I I S  cozi esurnares for irs self-build oprion: require IOli, 
IO disclose the methodoioF and cnrena to be used io evaiuatt, Lit' 

biilj. m a  proiide more stringent stantiaras tor die IOU. to rccoic: 
cost overruns iii the event the s r l f -~ul id  opuon is ueenied me nios: 
cosr-efiecrive. The neiv nile, h e c m e  effecuie for rrqwsth for pro- 
posal for applicable capacin' nddirion3 I i r o ~ ~ ~ ~ t i v e l ~  

Transmission Rates 
In <JCtOber 2002. Tanipn Electric .r:inm:rrcii 3 FER<: fiiiii: [I 

increase i t s  transmission m a  ai:cil~,m wnico rdtcb uiiticr rr:e 
company s open access traisniissioii tarif liie5e rat<'> 'ippi\ 
\vhoit .de transmission users o iT , in ip  Elec:ric irmsiiii>?io:i s\ >. 
ten: aiic ao ncir afiecr retail henice rate> I n  Drccmiw;. :lit, I.ER(' 
accepted the fiiin? and set the iiiartzr for settiemen: i i t ' g ~ ~ i ~ ~ t ; t i ~ i ~  
aiid ii porentid nearing should iiir seturiiienr p r o c w  1.111 
Senleineiir dizcussio:is t l i a  o e p n  in lanuan 2003 re ru l rd  i i i  a 
serilemenr aareemenr thar approwc iiicreased rritcs an(i resoli ed 
dl disputed issues a i d  \\'as cenified b! tile FERC in Iuiie 2003. iii 
compliance \\id1 the FERC order approiing the serrieinent. Tamp- 
Elecrric made rimely refunds. plus interest. ior aiiiouni coiIri.red in 
excess of the serdenient rates 

Regional Transmission Organization (RTO) 

'FERC' issued Order S o .  2000, dealing i\xh FEHC's conrinuiiig 
effort to afiecr open access to uuismission faciliries ii i  large 
regional markers. In response, the peninsular Florida IOU5 
(Florida Power & Light. Progress E n e r p  Florida and Tampa 
Electric' agreed to form an RTO TO be k i i o i n i  as GridFloriu,i LLC 
ivhich i\ould independently coiiirol the transmission assets of rhe 
filing utiliries. as i ve l l  as other uriliries in die region thar chose to 
j o i n  In \larch 2001. the FERC coiidirioiidly approwd GridFlorida. 

In \la!. 2001. the FPSC questioned die prudence of [lie three fil- 
i i ig utilities joining GridFlorida. hher  an Ocrober 2001 hearing. the 
FPSC found thar the companies were prudent in rorming 
GridFlorida bur ordered the companies to inlodi+ their proposal 
to develop a noii-trLmsinission oiniiiig RTO model .h i  updated 
fding \\'as submitted Io [he FPSC. In ; \ u p s t  2002, die FPSC voted 
ro approve many of die compliance changes subniiired. but set an 
October 1002 lieariiig oii die marker drsigii cliiiilges propowd in 
the uptiareti filing 

In October 2002. rile process ivah delayed i vhen  the OI'C filed 
211 appeal \\irIi the Florida hipreme Coiirt asserting thai the FPSC 
could nor relinquish irs jurisdictional rebponsibiliy lo regdate the 
IOUs aiid. by approving GridFlorida. die! ivere doing jusr that. 
Oral argumeiirs occurred in hlay 2003, aiid tlic Florida Suprenie 
Courr dismissed die OPC appeal citing diar i t  ivas preniarure 
because certuii portions of die FPSC GridFlorida order are iiot 

final. 
In Srptrinber 2003, a ioiiit nireting ( i f  the FERC and FPSC rook 

place to discuss \\holesale marker and  RTO is\urs relaled t u  
GridFlorida and in particular federallstate inieractions. Tlie FPSC 
has  scheduled n series of collabornrive meeriiig5 itirh ;ill interested 
panies and. upon rhcir conclusion. \\,ill set items lor hcariiig and a 
hearing schedule. This 15 espected io occur throughout 2004. 

Peoples Gas Rate Proceeding 
On lun.  27 ,  2002, PGS filed a petition isirh the FPSC IO increase 

its senice rates. The requested rates i \ould have resulted in  a 
S22.6 million annual base revenue increase. retlecriiig n ROE niid- 
point of 1 1 .:j percent. 
On the  dare of the FPSC hearmg. PGS agreed 10 a wtleiiieiit 

inth ail panies involved. and a find Commission order ivas grant- 
ed on Dec. I:. 2002. PGS received aiithflri2dlion io incredse annu 
ai base rei'enues by Sl2.03 million. The neiv rates a l l o ~  for an 
dlo~ved ROE range from 10.2$ percent to 12.25 i v i i i i  a n  1 I 25 per- 
cent midpoint and a capital strucrure Lvirti 5:,13 percent equit)  

In December 1999. ihe Federal Energ. Regdamn.  Commission 
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and were effecuve afrer Ian. 16.2003 

Urilir) Compeution - Gas 

lared distributors of natural gas tor cusfomers nithin i t s  se?ice 
areas. there are other forms of competition At the present m e  
the principal form of coinpetition ior residential and sinall coin- 
mercial customers is from companies pro\iding other sources of 
e n e r p ,  including elecuiciy. 

In Florida. gas sen ice  1s unbundled for all non-residential cuy- 
miners. I n  Sovember 2000. PGS iinplemented its "SaruralChoice" 
program offering unDundied transporraaon senice 10 all eiigible 
cusronierj. T h ~ s  means that nori-residenriai custoniers c m  ptir- 
chase cornmodin. pas rrom a third parr!. bur coi imue 10 pa! PGS 
tor [he tr;insportarion of rhe pas 

competition is most prevalent in [ne large c~iiiinierciai and 
inati\tria_. marker\. in receiii !.ears. rhese classes o i  customers 
ha \  e been targeted by companies seeling to sell gas airecd!. b\ 
transporring gas ttirougn orner faciliries. rhereb!. bypassing PGS 
faciliries. In response to this competirioii. PCS has deleloped van. 
ous  progains,  including die proiisioii or' uansportation senices at 
discounred m e s .  

In general. PGS faces compedtion from other e n e r p  source 
suppliers offering h e 1  oil. elecrriciy and in some cases. propane. 
PGS has rAen actions to retain aiid expand its coinniodi~y and 
transportation business. including managing costs and proiiding 
highh-qualin. senice to custoniers 

n V G  Federal and State Regulatory and Legislative Involvement 
.iloiiu i n r h  TECO Eiierc 's  acri\'e involvement in restrucruring 

iniiiati\,es, R \ ' G  has been proacti\,el!. involved in rep la ton .  and 
legislati\.e forums in the markets in ivhich ii competes. including 
;blzona. Texas, Arkansas. hlississippi. and Louisiana. This has 
included repeal of retail dereg~~lation rules and laws in i\rkansas 
aiid iestructured regularor) rules regarding the St?ttkIneiir agree- 
ment that governs retail and wvholesde comperiuon in .Arizona. 

n\'G \vas an acrive inrewener in ,Arizona Public Senice 
Conipany's (APSI regulator) proceedings regarding a reqtiest to bv 
eseinpt froin i l s  obligarioii. beginning on  Jan. 1.2003. to purchase 
at least S O  percent ;about 3,000 SnV! of irs load requirements 
through a formal. arms-lengdi. competitive procurement process 
a i d  instead to purchase almost all of its load requirements iron1 i t s  

uiii egulated atfiliare. Pinnacle \\'est E n e r 3  Corporation. Tucson 
Elecrric Poiver Company iTEPi filed a similar variance request 
Ltith the .Arizona Corporate Commission, although i t  onl!. soughr a 
postponement of the impleineiiration date. ;Ir a result. in early 
2003 U S  and TEP \sere required to coinpetirively procure their 
unmet needs through separate RFP processes. which were held 
during the spring. During those conipetiri\#e solicitations. Gila 
River Power Station was selecred to proiide poiver to both of these 
entities tor iliree !'ears. Power deliveries began under the agree- 
ments last year. 

During die 2003 regular legislative session, the .Arkansas 
Legislature repealed its earlier legislation. which 1\85 to initiate 
retail electric deregularion in .hitansas sometime benseen October 
2003 and October ?UUj .  n1.G and other independent poiver pro- 
ducers, eiiibarked oii a strateg' that ivould displace the region's 
older, less eficienr, more polluting generating unirs so that state- 
of-the-art. gas-fired. combined-cycle uiiits. such as rhe Union 
Power Station. could serve the growing needs ofthe area. This is a 
strategy that n'r'G has advanced at the federal level and \drhin 
orher markets i t  sewes. ,.\sa result, the Louisiana Public Senice 
Commission ordered its Staff to conduct a unit displacementi 
retirenient study to achieve the identified economic and en\iron- 
mental benefits. This study should be completed during the first 
hill f of 2003. 

R\'G is ivorking on  behalf of both the Frontera and TIE fcicili- 
ries to effecttiare change at ERCOT, iElecrric Reliabiliy Council ot 
Texas1 die Public Utility Commission ofTexas ,PUCTi and 

.Arhough PGS is nor in direct competition widi an\ other r e p u -  

I 

Lrgsiarure on maners o icommon interest for mr 
Despire the aavent 0 1  competition in Teuab. the m d r h  dr>.;;r 
doe5 no! yet result in the dispatch of rne region3 mo\: e c o n o n x d  
resource5 naniei! neuer  more-eficient. ga,-r?red cauacin. 

n\'G has laLen an acrive roie o n  ERCOT conimitteej. i n  pro. 
ceedings ar !he PUCT and in me Lepisiarure. \\,hose n e n  sessioi: 
begn,  in mid-iaiiuan-2005. Transmission conyst io! !  reman5 3 
malor concern in the E-RCCIl m a r k .  and nab atiected kroiirera5 
abiiiy to econoniically operare Seiemi initid:i\e\ \i-,t1ii;i die 
ERCOT committees and ar me P u n  are under\\a\ 1 ~ 1  addre>\ 
these ongoing congestioi: problems zinc tuiiflaniciix! i n x k  
redesign issues 

in die tneanrinie uiiti! market changes are impienieiiteil. l o c i  
coiipestion reman,  a significant i s ~ u e  tor [ne lo,id-vn.::l$ e n t i r i e 5  
and generation izciiities inrh in  ERCO1: The 
\\ill direcdy ahsign congestion costs to chow wihc cciusc the trails. 
niisbioii sbsreni congestion. R \ ' G  15 ad\ocat i i ig iiiteriiii iiiark! 
miutions diat ivould eliminate Reliabilin.-iltisr-l<tiii , R i l l < .  con- 
tracrs and prolide adequate compensarion for Fron:er,i \ \  hen 
called upon by ERCOT to alleiiate congestion in tlie Rio Graide 
i d l e ! .  

fm!iiieh 

Corpornte Goverilniice 
I n  the last several !.ears. the Congres,. d1e Securities and 

Exchange Commission (SEC:. the Seivlorlc Stock Exchange 
!\TSEI,  and other interested groups have locused exrensivel!. on 
iniproiing corporate accounrabdiy and corporate governmce iii 
an effon to resrore investor confidence. Tlie rules passed hy the 
SEC, iis \yell as die listing standards adopted bv the SI'SE d ~ a t  
become effective afrer the 1004 Annual Sleeting of Shareholders. 
are already a parr of our corporate culture and \ye have been vol- 
untarily complying \\ith diem. These r u l e s  require. amoiifi other 
tnings. independence b!, the Board of Directors a i d  various Board 
committees. 2 statement of governance guidelines and detailed 
cormnittee chai-rers, an internal audit function. a code of ediics for 
the CEO, seiiior financial officers and directors. adequate internal 
controls I O  detect traud, increased r ~ i  ersighi of Iiiimciiil disclosure 
h! rhe .Audit Committee. and cerrilicarion b!. the CEO and CFO of 
die tinancial restilis. 

For man!' years. the vast majorin' of our Board of Directors 
liaie been iiideperideiir. a n d  h e  required iiidepeiident Board 
coriiinittees l i c i \ e  been i n  p l ~ c e .  In additioii. we ha \e  had ii rigor- 
otib internal atidit and compliance tunctioii, including a n  anon)'- 
n i o w  reporting bystem i\liich no\v litis been ep;i i idcd to cover 
inarters required to he disclobed to the .Audit Coinmirree aiid the 
noii-nianageineiir directors. and a code of ethics lor dl employees 
and oficers. the Sra~ii iord.~ u{/?iregrin,, Tlie code \vas cspanded in 
2002 to incluae directors aiid 1s posted oii the company's ivebsite. 
Our long-sranding controls for full aiiti complete financid repon- 
ing and disclosure have been formaIiLed and arc reviewed quaner- 
I! for effectiveness. The CEO and CFO have filed siyorn btatement\ 
itit11 the SEC quarrerly, as required by Ia\v, IO certil!, \vith(iut excep- 
tion the accurac! of the financial result,. and tlie CEO iiill be sign- 
ing the rcqiiired certification as to compliance \nth uie NYSE's cor- 
porate governance listing standards folloiving rlic nesi annual 
nieeriiig 

The Board ofDirecror5 operates under a st't 01 puiiielines thdt 
clearl!, establish the Board's respoiisibilirieb, ,inti each committee 
has a charrer [hat defines its purpose. duiie\ a n d  respon~ibiliries. 
The Corporate Governance Guidelines and the conimirtee charters 
are reiiewed regularly IO ensure that the! conipli iv i th all of die 
relevanr regulations and meei die needs of the Board. More inior- 
mauon about tlie inembers of the Board of Direc,Jrs, as well as 
copies of die Corporate Governance h ide i i i i es .  [lie various com- 
mittee charters. and the Srir~idaro's ufirirrgrin,, can be found in the 
corporate governaiice section of the Investor Relations p;ige on 
our websiie. www,tecoenergy.com. 
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Transactions with Related and Certaiii 
Other Parties 

\Le and our suhiaiaries had cerrain :r;insaiuon>. in [ne or& 
nan' course of Dusinesb. \ i i rh  enririe\ in :\nicn uirri'ror\ oi m y  

compaii!'had inrerehis mar are reponed in  our aiinu;u pro\; j[aIr- 
nient and Tampa Elecrrxs m n u d  regularon, Filings Tiieie traii.. 
acrions. primarily for legal sen ice> icere nor marerid ior me peri- 
od)  ended Dec. 3:. 2003. 2002. a i d  2001 Tiiere are no marerid 
trmsactions of h i s  n?e \<here the pahmenr, are i n  e\ces.r of thobr 
thar \ + w i d  D e  pdid unaer a n  arrnb-lenFh trac,action \ \ e  hay? 
inrerests in unconsolidareii dfiiiares. ivhich are discussed ir, h r  
TECO \\holesale Generation Other Unregulated Companies and  
Off-Balance Sheet Financing secnon> 

I n  Ocrober 2003. Tampa Elecrric signed a ri\e-!.ear conrracr 
reneival \ i7r l i  an airXiare compan,.  TECO Transpon Corporarion. io; 
inregrared \varefbornr he! rrar,iponarion senices enectlte iim i 
?(lo: 1 lie contraci ca lk  l o r  iiiland riter and ocean rransporraricir: 
a ;ong ;\irh river rrrmina storage ana blending senices lor t i? I O  5.S 
million runs of c o d  annuail! through 2008 

n\'G .Arkansas Operarioiis C o m p m  and n\'G .Arizon; 
Opernrions Compzn!. both ~ ~ h o i l ~ - o \ v n e d  suusidiaries o fn \ 'G .  
had a combined receivable from Union and Gila R i w r  ofS0.8 rml- 
l i o n  as of Dec. 3 : .  2002. 

n\'G', posirioii in the Odess,: m d  Gu'idaiupe po\\er srauonr in 

Texas \vas in the form o ia  513; million loan to a Pnnda Energy 
Inreriiarioiid subsidian ivhich is a partner i i i  TIE at Dec. 3 : .  1002. 
In  Seprember 2003. n\'G completed rhe ioreclosure on Pandas 
iiireresr i n  TIE lor a detaulr o n  a 513 inillioii note receivable ivhicli 
resuired in 1?\G becoming 3 50-percenr o\\iier in thc plants a i d  a 
r o d  invesrineiir inTIE of SI60 million. In 2003, iiiiproved p e i  
season po\ver prices and a new poivrr and gas manager rerruneii ro 
increase [he energ.  sale< irom thebe piants resulted in unpro\,ed 
tinaiicii performancr. lio\\e\er: rhe p l m s  st i l l  had a negntii e 
iniuacr on rarnings. The inreresr earned on the Io3nb IO TIE \ \ a s  
reflected i n  2002 and 2001 earnings. 

uie joiiir veiirure [hat o\viied the U n i o n  aiid Gila River projects 
enrered inro an xraiigemeiir obligaring 17i.G to purchase nnd 
Paiim io bell I'aiida'b inreresr in rile jriinr wnrure in 200: tor 560 
inijiioii. In J u l y  2003. n\'G acquired Panda'> inreresr in thew 
planrj through a niodificarion of tile Purchabe .Agreemenr aiid rer- 
iiiiiiarion ot 11ie ioint ienrure. 

In Februan  2002, the17VG and Panda affiliates diat comprised 

Iiirleshneiit Consideratiom 
The follo\\ing are cerrain facrors that could affecr TECO 

EnerT's future resulrb. .They should be considered i n  c ~ i n i i e ~ ~ i o i i  

i \ i th  evaluating tonvard-looking sraremenrs conrained i i i  [hi< 
reporr and  otlier\\ise made by or o n  behalf ofTECO EnerB 
because rhese factors could cause actual rcsulrs and conditions to 
differ marerially from those projected in those fonvard-looking 
srarenients. 

f inancing Risks 
We have substantial indebtedness. which could adversely affect 
our financial condidon and  financial flexibility. 

in recent years. w e  have significantly increased our indebtea- 
ness which has resuired in an increase in the amounr of fked 
charges \ \e are obligated to pay. Tlie level of our indebredness and 
restricriie covenanrs contaned  in our debt obligations could iimir 
our a b d i y  ro obrain additionid financing or refinance esisring debr 
and could prevenr h e  rrpdyinenr of subordinared debt anti the 
pa!menr of diiidends i t  those pahments would cause a iioIa1ioii ot 
die cowiiants. 

financial tests. Our credit iacdiries require tliat a t  [he end of each 
quarter our debr-to-capiral rauo, as defined in the applicable 
agreemenrs. nor exceed 6 5 5  Tampa Elrcrric Company's credit 

In  order for us to use our credit faciliries. i ve  muir iiieet cenain 

txilin require, thiii ai the end of each quaner  7runii.i E l e c ! ~  
i o m p a n \ . s  Gent-io-cdpiral rario a. deniiec in IIW apwiic::: 
r\ceeC 60,- and 11; earnines berorr inrrresr [&yes oepret~iaii~i!: 
ziia anmmar io i :  EGiT3 . I  I O  inrerev coverage rauo a\  cci.iicil in 
1111' dppiicablc apreemcii: nor D C  li'>s thx: 1 5 rimes .I: Dt.: 3 I 
7003 our  debt-to-capira! rat:(> \\'a> ul.9,.. 
Coripan) 5 aeb;-ro-capirai r 
ape r?.:io \\?., 3 8 rime, S i m i  
tiecrric Cornpan;..; Propie. 
hirion t i n  11ir iiicurrence cr f  rundea oenr i f  TaiiiuJ Elec:nt- 
Coinpari! i. debr~ro~cap i rd  rario. a h  dcEiicc i:i u i e  s p p l i c a i ~ l ~ ~  
agrremenr e lweds  6 5 5  The Tanipa Elecrric C o n i p i n \  dcbr rcl.ii. 
ed ro Proplei Gas also cai7iej a requiienienr mar Ixxpa  t l c m r i i  

Coinpan\ ?I in:ere>r c w e r q e  rario. as deilnei: in  uie appiicahic 
a.:rrenieni. b r  2.0 time. or greater io; ioiir cor iwu: i \e  uiisrre:, 

Our consrrucrion undenahlng obliF.itioiis Jswci,ired i\irj: 

n V G  s Giia River aiid Union Po\ver Prolrci.. it: etiecr unrii I \ \ P I \ ~  

i n o i i r i i ~  aner coinniercial operarion rcqiiirr our coiizolidsrrd 
EGITDA ro inreresr coverage rario. as dcfiiied in  Uic applicable 
agreemenr. I O  equal or exceed 3.0 times lor  rile n\dvr-nio:iri~~ peri- 
od ended each q u m e r  and ;i debr-to-capital r<iri t i  riot to e i c r e d  
Rj- a[ the end oi each fiscal ql;arrer. Unaer the b i i b i w i i s i ' o i i  agree. 
inent benveen TECO Energ,. rhe projecr conipanie\ m d  thc 
ieiiders. TECO Energ. \vas nor required to ca1cul;ite tlir CBITD.4 to 
inrere31 co~erage  rario required in die u n d e n i i n g  for tlic qiiarrerh 
ended Sep. 30. 2003 aiid Dec 31. 2003 untd Feb. I .  200-1 wliicn ivni. 
orall!. enended  unui Feb. 5.2005 On thar oare. the calcularions 
\\'ere made resulung iii 1.; and 1.4 riiiies for the n \o  quarters. 
rehpecril el!. Son-compliance \\irh rhib co\wi.inr coiild accelerate 
the Sl.393 billion oilion-recotirbe con,rrucrion drbr ,ibaeiit me 
sale of the projecrs to the lenders. [Set. TECO tiholesale 
Generation - Letter of Intent section. ~ 

coi'enaiirs thar Iiniir our abili? ro incur additional liens aiid 
require us  io ac1iiei.e cerrruii inreresr co~e rage  leiels in order io 
pa!' dividends. n i i e  disrrihutionb or cerrain in\ eirnieiits or issue 
addirioiial irideb[etines,. The :3'; Sorer istied in liine 100.1 con- 
u i n  rhr . ; m e  lirnirarion on l i e i i s  co\"xi i i t  The ciiienaiirs appl!, 
oiil!. iieiriier the iiiires are rarrd noii-in\e.;tnitwr grade I)! either 
S&P or '\loodys or [lie iioies are ratcd belo\\ tlic h e i  rcqtiired by 
[he c q u i n  bridge loan and Union  a i d  GiiJ R n  er Cori5rrucrioii 
Uiiderrakiiig \h I r  those obhgatioiis are ourbrandiiig. Tlie 
co\eiiLiiiri became applicable upon llood! '5 clo\vrigr,ide ofTECO 
tnerg . ' ,  senior unsecured debt in .Iprii 200.1. The liiniratioii on 
resrricred prlvnienrs resrricis t i 5  from paying diiideiidb or making 
disrrihuiions or certain invebrments tiiilebs diere I \  sufficient 
cuniul,irive operaring cash f loiv, a.s defined in the ajireemenr appli- 
cable ro rhc  10 5% \ores. i i i  excess of 1 7 rinicb iiiteresr coverage ro 
inak conreniplared di\iderid pa!nienrs disrriburions or invest -  
nierirs. Our operariiig cash fioii. resiricted paynienrs arid interest 
cowrane are calctilared o n  ;I cuniiilali\e hasis from the issuance of 
[he 10.5"u Sores i n  S'oirinber 1002. .Ah ( I !  Dee. 31 .  2003, S285 mil- 
lion \\:is acciiinulared and a\a i iab le f o r  furtire re5rricrt.d paymen t .  
reprr~eiiring a iour quarter accuinuIar~oii. Furrhcr. are not per- 
mitred. 1 ~ 1 t h  cerrain exceprion5 as srarcd in that ngreciiicnr, ro cre- 
arc any l i e i i  upon any o iour  propern  i i i  cscess of 5% olcoiisoli- 
dared net rmgible assets as defined. ivithour equally and  ratably 
securing [he 1 0 . j F o  \ore,. .is of Dec. 31. 2003 ! h i s  liniitlilioii would 
apply to [lie creation of covered lien> exceeding S2Oh milliun. 
Finally. our operaring cash flon to interest coveraRe rario, as 
defined in rhar agreemenr. lor the iinniediaie preceding tour quar. 
rers niusr escced 2.0 riincs ior uj ro bc able to iswc' additional 
indebrediicss. i\ith cenain exccprions as provided in thar agrLe- 
iiieiir .L: of Dec. 31. 2003. our operaring cadi tloiv to inieresr cov. 
erage mtiu for rhe immediare precediiig four quarters. \\irh pro 
form;i adjiistmenrs as pro\.ided iii [lie agreemeiir, !\as 2.6 rimes. 

Tainpa Elecrric Coinpaiiy s 6.25'; Senior Sores Due  2016 con- 
tain cownanrs dinr require T m p a  Elrcrric Lompany ((1 iiiainrain. 
as of rile liisr day of each Fiscal quarter. a debt-ro-capirai ratio, as 

i \ l~ll l l~ L'~lrl:alil~ a p l J h -  

Our  10.5"b Sores due 200; issued in Sowinber  2002. conrain 
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defined in the agreement. thar doe> not exceed 60T. ana prohibi: 
tne creation of ai! covered lien on an) of i t 5  propem in e\ce5, o: 
578; million, \\ith cenain exceprions as derined in me agreement 
inthou[ equally and rarabl) securlng the 6.25'7 Senior \ores 

Finall! in  addition to our debr-lo-capird rauo requiremenr dic- 
cussed above. our credit facilig.\\ith an dfiiiate ofllerrlll L!ncn 
nas covenants that. i f  the facilin is dra\\n.  could limir the painienr 
o id indends  exceeding SA0 niillion in a n y  quaner  unless. pnor  I(J 

the pa!ment of an! dhidends,  ive deliwr io llerrill L\nch liquidin. 
projecrions denionstraring that we i\Ill have sufficienr cash or cash 
equivalents to pay bod: die dividends contempiaiea and each of 
[ne three quarrerl) diiidenas nest sclieduied io be paid on  our 
commoii stock 

ilii,incia! cmenanrs in the iurure. Our failure io i'ompi! i\irc a n \ . o <  
these ~ ( n e i i a n i s  or r ( i  meer our payinenr obligation\ could re\ult in 
an e \ r n i  oideiauli ithich i t  not cured or \\ai\.ed. could restilr in 

uie acceleration ot otner ourcianding debt obligarioiis \\e ma! nor 
n a w  sufiicieiir r\.orhng capirai or liquidin to satis? our debr obi:. 
gar io i i j  in the event of aii accelerarion o id l  or a portion o iour  
oursmding  obligations. In addiuon. if i te had to defer inreres: 
pa!-n!enrs o n  our subordinared notes h a t  support [he distnhu- 
[ions on our outsranding trust preferred securities. we tvould be 
prohibired from pa!ing cash dindends on our common stock until 
dl unpaid d imbur ions  on those subordinated iiote5 \vere made. 

oiu subsldiaries and afiiliares \vhich do nor appear on our balance 
sheer. including obligarioiis related ro tile aeielopmerii of po\ver 
proiecrs by unconsolidated affiliates. 1 hese obligations rJke the 
form oi garaiirees,  letters of credir and conrrilcrtiiil commitments, 
'15 described in uie brct io i is  titled Off Balance Sheet Financing and 
Liquidity; Capital Resources secrion. In addirioi:. our iiiicuiiboli- 

dnrcd attiliates froni tinic to time iiiciir non-recourse dcbr to 
linance their poiter projecrs. Although we are not obligated on [liar 
debt. cur investments in those unconsolidated aifiliares are at risk 
if the aFJiates defaulr on their debt. 

\ \ e  canriot a m r e  !'ou bar  i c e  \\ill be in c o n y i l i m x  these 

\\e also incur obligations in connection iiith h e  operarions of 

Our financial condition and ability to access capital may be mare- 
rially adversely affected by further ratings doivngrades. 

In Frbruan. 2004, I\lood!.'s liivestor Semce,  Inc. lo\\ered !he 
rauiigs on our seiuor unsecured debt to Ba2 inrh  a negative out -  
look 'This iollo\ve.d ac~ioiis in April 2003, \vheii Jloody's and Filch 
Kati i ipb loivereti dieir rating5 on  our senior unsecured debt r o  Biil  

and BBT.  respectively. borh \ \ i th  a negative oudook 111 \ la)  2OO:i. 
5r:ind;ird & Poor's Ratings 5en-ices lciivered the rarity+ o n  our wii- 

lor unsecured deb[ io BB- \titi1 a negarii'e ouilooh. Thew agencies 
&(I loit,ered uie rariiigs on  orlier or our securities. as \vel1 as rl iox 
ofTECO Finance and Tampa Electric. Tampa Electric Company8 
senior secured and unsecured debt rarings were lotvered to Baal 
and B a d ?  respecrively, by lloody's. io .A- and BBB-, respecti\.el!.. 
by Fitch and I O  BBB-  for borh senior secured and unsecured deb! 
bv Standard & Poor's. Currenrly the outlook forTmip;i Electric. 
TECO E n e r p  and T K O  Finance at all of the credit raring a g e m e \  
is negative. The 1003 and 2004 downgrades and m y  future dnivn- 
grades may affecr our abilig,ro borro\v and ma! increase our 
financing cosrs. i\,hich ma! decrease our earnings \ l e  arc also like- 
ly to ey~erieiice grearer interest expense rhan \ve m a y  1ini.e omei - 
bise i t ,  in iurure periods, \\'e replace maturing debt ivirli ne\\  debr 
hearing higher inreresr rares due to our lower credit raring> In 
addirioii. such doitngrades could adversely affect our relatioiisiiips 
with customers and counrerparties. 

I n  addition. as a result of h e  2003 ratings acrioiis. TES. Prior 
E n e r p  and T K O  Gas Senices were required io post collateral 
with counteipanies ui order to continue io transacr ii i  rhe fonvard 
markers ior eiecrricig, and natural gas. Collateral or maigin posr- 
ings may  tlucruare based on eirher the fair value of open rcrnvard 
positions or credit assurance ashessments negotiated inrh  couii- 
terparries. Based on die fair value 01 existing contractual obliga- 
[ions as of Dec. 31.2003. the maulmum collarerd obligation. i t  all 

couiirerparties exercised h e i r  hll rights. ~vould be :ippro\iimie:\ 
511; million Counrerpanies w t n  tht. righr io call IO: c~iii~!ierx L': 

inarpii posriiigs are nor obiigatea io 00 w. Basra on uti: a n u s i .  
ofrhe rights o! !hose counrerpaniei that ha\.e rhc righr in call for 
coliarerd or marpi: postiiiph \ \ e  ~ e i i e \ e  rhe n : m n i u n i  coILiteri 
obligation \vouid be approunidre:! Sl i i .0  mtllio:: , i i i c l d i n g  actu-l 
collareral posted of S i  i.8 miliion 

In Zovember 1003. SLP aiiirmeCTTCO E n e r p \  ctirreiit credit 
rarings and removed b e  raringz rroni Credi: \ latch tiit:: iiegm\t' 
implications iollo\+ing h e  rerolurion 11. [ne Prii.d!t. k r t t . :  Eitilirig 
issues related io the producrion or 51 ! i h ~ t ~ c  h e ;  dt  TECO C h i  
.see theTECO Coal section .A! U I R !  t ime. SLf) arcired L u !  :utur? 
rauiigs srabiiin \vas directli correlated \\it!; TEC@ hc:?  cur 
iroin die nie:ci:-ni e i i e i 3  buainej, and tii t '  u ~ r  vf  r,iiure cci5n 

tlo\vs to reaiice deb: S h P  \ \ e n [  oii Ii iie rnar : I  i J i i t i r t .  to LW! tnr, 
riierclinnr energ. business i ~ o u i d  I i i e h  re,ulr 111 ciddit i~ir i  crt.uit 
rat1r.g reductions. Such reductions could rehLiir i n  Tair:pa Eivcrric z 

credit raring failing belo\\ in\cstniciit grad? I n  Fehnicin. 20114 
SLP stared rhar {ne aniiouiicement to cur uie Uiiion .ino Gi1.i 

Hi\.er proiecrs \\'as h o r a b l e  to credit qualib but rook iio ratiiiip 

cicrion and maintained i t s  negatiie outlook. 

If we are unable to limit capital e,vendirure le\.els as forecasted 
or successfully complete planned facility sales to the e u e n t  
mticipared. our  financial condition and results could be 
adversely affected. 

Parr of our  plans includes capirai expenditures a[ the operating 
coriipanieb at  niainreiimce ievels for die next seierai years I\+ 
c,iiinor be sure that l ve   ill be successhil in limiring capirni espen- 
ii i t i ireb to the p l m n e d  nmount.  Our plan iilw includes [lie sale oi 
riii additioiial 40c8 porrion of  our interest i n  tacilirie. that producc 
h!-iirheric hiel nhicli qualifies tor section 29 r u  credits at TECO 
Coal. \\'e cannor be cerraiii. hoitewr.  rhJr \\'e \\dl find p~rcliasers 
or be able to sell these synthetic luel producrion facilities at tile 
prices \\e especr. Iiwe are unabie to l imit capital espeiidirures ro 
rhe  iorecasred ievels or to $ell tile s!mrhetic hiel production tacili- 
ties ar die prices Lve especr or ar all. ive ma!. need to drat\. 011 credit 
iacilities or i i c c e s i  [lie c,ipitai markets on iinfa\or;ible terms or 
ulrimarei! sell addirioim assers to inipr(i\'e our f inoricial posirion 
\ \ e  cannor be sure t h ~ r  \ve \\dl be able to obtain addirion'il financ- 
i i i g s  or sell such assers. in \t.liicIi case our financial pobirion, carn- 
l i igj  m d  credit ratings could be aiherselv rifiected 

Because we are a holding company, we are dependent on  cash 
flow from our subsidiaries, which may not be available in the 
amounrs and at the times we need it. 

our subsidiaries to m e e t  our czsli rcquirciiienrs {ha! are not satis- 
tied from external fuiiding source5 Some of our subbidiaries have 
indebredness conraining restrictiw cove i imts  tvhich, i l i i o la red ,  
\\.auld prevent them from making cash dibtribiititrns to i i i  In par- 
riculai. Tcinip,i Elecrric Conipin! 5 fir51 niorrfiafie bonds iiidenture 
c o i i i d i i i ~  restrictions oil disrribtitiuiis oii iis comnion \rock. and  
ierraiii long-term debt at Taiiipa Elecrric Conip;iii) '\ People\ Gas 
system di\ibion prohibirs pa!mcnr oidiudcnd.4 I O  u\ i i ' lhnipa 
Electric Conipmys consoildared shareholders equir! i s  iiot ai 
Ie'isr 5300 niillioii. .A! Dec. 3 : .  2003, 'kinipa i l e c r i  I C  Conipariv's 
uiiresrricteti ieuined earning> a~.. i i latr le f o r  tii\idcndh on i t \  coni- 
inon >rock ivere approsini;irely S i  niillioii :inid i t \  conwlidared 
shareholders equiy  \vas approsimairely 51 7 hillioii. .Usu our 
i \ l io l ly-oiv i ied u b s i d i a n ,  TECU Dii ersilied. [lie Iiold;ng conipany 
for T K O  Transport. TECO Cod and TECO Solution.;. liaF a p a r a i i -  
tee related ro il coal supply agrecnien! h a t  could limit the pa!- 
inen[ of dividends by TECO Diversified to us. 

Various factors could affect our ability to sustain our dividend. 

be ahecred 11) such tacrors as 1 1 ,  tiir Iebel ofotir earnings and 
rhereiore our ditideiid payour ratio, ( i i i  the level ot our rcrained 

\\'e are a iioldiiip companv and dcpciideiit o i l  cash tlotv iroin 

Our abiliy ro pay a dnidend 0: sustain I! ar ctirreiir le\els could 

225 



earnings could be affected b!. paimeiir o iu i \ icend> in ?\cess o; 
earning> and rurmer \ \ T I I ~ - O ~ S  ot ou: merchanr generarion i n \  v i ' .  
meiits or odier assets : i i i  pressure. on our liquidin nerd,. i.?ciuI;- 
ing unplanned debr repahmenrs unexpecred capi r i  needl a i i ~ l  
shoniallj in operaung cash floiv and ~ i v '  a bredch of our 65". deor- 
ro-total capiral financial coi'enair. \\hich could occur in me e\enr 
of nirther erosion of uur rerained earnings \\::hour inn iv iur i  o i  
addinonal capird.  These are in addirion I O  an!. remicrioiis o n  d i i .  
iaends from our subsidiaries to UL. discuwd above 

\Ye are Lulnerable to interest rate changes and  may not have 
access to capital at favorable rates. if at all. 

Changes in Lnreresr rares and capital niarkets generall). affecr 
our cost of borroi\ing a i d  access 10 theie markers. \ \ e  cannot br 
sure thar we nil1 be abie to accurareiy predict die eftect rhus? 
ctiange; niit have o n  o u r  COLI  of borro\iiiig o: accehh tu  capirnl 
markers. 

5lerchant Power Project Risk 
\$e and the projecr companies have not yet reached a definitive 
agreement ivith the non-recourse project lending bank; for the 
transfer of our ownership of the Union and Gila River projects 
through a purchase and  sale or other agreement to the lending 
group. 

Our decision to e m  from rhe onnership of die proiecrs is nor 
condirioried on reaching a consensual agreement \\Irh die ieiiders 
ior die sale of the projects I i a  defiiiiriw agreement cannor be 
redched. ho\\.e\.er. diere could be a delay in die ulriniare torgive- 
lie+ ofthe iion-recoiirhe deb[ and  rhere could be a change in the 
" m r i n g  trearnienr from discontinued nprraricins back ro coii- 
ri i iuii ig operarion, i i i  n future period. 

Under rne letre: of inrenr, the parries have rerained rhe rigiir to 
a s e r r  cenain claini5 they ma! ha te  apainsr one aiiorher until a 
dctiniriw agreenienr is reached .Asseruoii oisucli claiins aiid 
defense againsr [hem could be rime consuming aiid cosrly and 
cieia! die ulrimriie disposition of our inrerest iii [he proircrs. 

The  failure oi [he project conipanies ro m,ke in[rrest pa!ineiir 
on rhe project debr. ivhich rliey ta i led ro d o  beginning Deceinber 
31.2003, could permir a ciami o fa  cross detaulr under nvo leases 
or TECO Transporr. !See [he TECO Transpon secrion. 

TECO It'holesale Generation's ( l l Y G )  polver plants are affected by 
market conditions, and  they may not be able to sell power at 
prices that enable it to recover its investments in the plants. 

of dieir poiver bahed on  marker conditions ar the rime of sale, so 
n\'G cannot predict nih certauiy. 

the aniouiir or timing of revenue i t  ma!' retene from power 

die differenrial benveeii the cost o i  operations .iii parricuiar 

the effecr of coinperition iroin other suppliers ofpokver: 
r e p l a i o n  actions rhai niay affect marker behaiinr. such as 
price limitarions or bidding rules imposed by the Federal 
Energ) Regularog Commission iFERC1 or state regulatoy 
bodies or reimposition o i  regulation in po\ver inarketi: 
die demand for poiver in a marker ser\,ed by n \ 'G ' s  plants 
relarive to available suppiy: 
die availabiliy of transniission IO accommodate the sale of 
poiver: or 
wherher11VG i x i l i  recover ir'i i n i r i a l  investmenr in rhesr 
planrs. 

.At present. several of the ivliolesale markers supplied by so- 
called "nierchanr" power plants are experiencing significant pric- 
ing  deciines due to excess supply and weak economies. The excess 
suppi!. is parrially due to the slowdoi\n of elecrric deregularion in 

The  n;'G po\\er planrs thar are in operation currently sell mosr 

sales froni operaring plants: 

natural gas prices! and poiver bale, revenue: 

mnnv >rate>. 0: the ournghr repeal of eircrnc c ~ i r n p w r i ~ i ~ i  iey.13. 
r:un a. occur re^ in .bwansas i i i  3003 'ivherr me De.. and LJ 
Dnner  t iat ions are sited or iocared Tlii.; ha> aiionrd inctimhrr.: 
utiIi[iej to continue IO operate olae:. lesa efi i icnr geriern:ing friciii. 
riej in lieu oi purcnasing power nom neivc: more cfiicitlii: inil.'- 
peiiaeiir p o t w  p ~ m r s  Coiisequenu\: o n \  a s n i i i  port io i i  of me 
ouipiir o in \ 'G 'h  planrs i las  been soid iontard or tietfyrd mt i l r r  
si ion-term agreemenis. Tl\ G s resuih coiiid ne atiwrteiv airecrez 
iiir is unable to suRiciend\ sell the O L I I D ~ I  oii1.r pi,ir,r\ u i i u v r  

lonper-rerm conrracts or ar a premium io ion\a:d cunr pricrb [or 
shorr-term sales or if \\e need IO I\TI[C ofr ai:! 0 :  uie c'ipirai arcad! 
inyesred i n  me prolecis. 

Our ouriook assumes thar n1.G \ \ i l l  manape rtirse riAs b\. 
opr inumg among a n u  oiion\ara oi:.peni. ei ierp s.ilt,>. 

daily and hourly spot niarker saiec o i  cap,ii.in, ener r?  an(! 
aiiciila? sen Ices. and loiiyer-ieriii ,rrticru:-ea r r ~ i i i ~ ~ i c r i ~ i i i ~ .  

;i\oiding slion posirions. a n d  

reraining fieGbilin to continue i o  deter i \ h t w  ~ idv i~ , i : i Iv  

c ~ n s r ~ c t i ~ n  01 ourptii capricin in ri marker iiiar i i a ~ ,  i)rcoinv 
oversupplied 

Hoiiever. \re cannoi be sure i ioi i. succe,sfull! Tl\'L will  bc able 
to implement these risi inanagenieiir measures For iriwiice. in 
oversupplied markers. eiirering into long-rerin contracts could be 
d i fricul r 

TIYG may be unable to successfully complete current projects on 
schedule or \+ithin budget, and  the book value of uncompleted 
projects could be impaired. 

strucrion has been suspended. The conirrucaon nnd insiiirenruice 
of these taciliries involves risks of siiorrages and iiiconsistent quail- 
Ties o t  equipment and niarerid, labor snorraprh a n d   dispute^. 
engineering problems. isorh stoppages. unaiiticip,ired c o b 1  

incrc'w, m u  eniironnienral or geolopical problems .An\, of these 
ewnrs couid delay a projecr's consrrucrion schedule or iiicrease its 
cosls. i h c h  may impacrn \ 'Gs  abiiin. io gencrarc stiflicierit cash 
no\\: In addition. i t  these projects ieniaiii suspeiided b e y i i d  the 
cun-entl!. aiiricipared r i m e  kame. the book ul t ie  of diose prolects 
\vould likely be impaired. 

.Asser valunrion adjusrment, or >ales o i  these iaciliries nr prices 
beioiv the book value \vuuld reduce our eqti in ieveis a i d  could 
porcntiaily result in a breach of our ti3 percciir dcbr-to-toral capital 
covenanr in our bank credit iacilin. 

TI\'G's marketing and risk management policies ma). nor work as 
planned, and it may suffer economic losses despite such policies. 

n\'G herks to actively nianaee t i le marker risk inherent  in 115 

e i ie rg  and  fuel positiniis. '\onerhelrs\. adierse changes in energ! 
and  iuel price.; may result i i i  l o s e s  in  oiir earning\ or cash flows 
and  adversely affect our balance shcc:. n \ ' G s  markcring and risk 
niaiiagenieiir procedures m a y  not al lvays be foiio\vec or m a y  iiot 

\vork as planned. h s  a result. i v e  cannot predict ~ v i d i  precision die 
impacr rtinr its niarketing, e i i e r g  managenienr "I risk manage- 
nient  decisions may have on i r s  busiiiess, oprr:irinp r e w l r h  or 
finaiicid posirion. In addition. to the rueiir i t  diies iiot  ciiver its 
posirions to market price vciiarilin. or rhe hedging procedure, d(1 
nor ivork as planned. fluctuating comniodiry prices iwuld cause 
our sales and ne[ income :o be volatile 

n\'G currend!, has i ie iv poiver generariiifi tiici1iric.i i t  here coil- 

n \ 'G ' s  and irs affiliates' marketing aiid risi inanagenienr activi- 
ue, also are exposed to die ciedir risk rhar coiiiiterpmies I O  its 
rransactions i\Ill nor pertorni [heir ob l~qat ions  Should counterpar. 
lies to these armngements fail to perform, i t  may be lorcrd to enter 
into alrernarive hedging arrangeinents. Iionrir underlying commit- 
ments at [hen-current marker prices or othen\ise s a t i s h  i r r  obliga- 
tions on unfavorable terms. In that e w n t .  irs financial resulrs 
would l lkely be adversely ariecred 
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General Business and Operatioiinl R i s k  
General economic conditions may adversely affect 
our businesses. 

panicular. the projected gro\ \d~ ir, Tampa Elecrrics sen ice  ares 
and i i i  Florida is iniponanr to die realization of Tampa Eiecrric L 
and Peoples Gas System's forecasts for annual energy sales groi\ih. 
An unanticipated d o i m u m  in the local area's or Florida's econom) 
could adversely affect T m p a  Elecuics or Peoples Gas Systems 
expected performance 

and TECO Cod. are ais0 affected by general ecoi?oinic condirioiii 
in me incusrrieh and geographic areas me! bene. bod1 nationail\ 
aiid inrernationdll\: 

Our businesses are aiiecred by general economic conditions 11: 

Our unregulared businesses particularl! 17I.G. TECO Transpon 

Potential competitive changes ma). adversely affect our gas and 
electricir). businesses. 

The 11.5. eiectric power i n d u s m  has been undergoing restruc- 
turing. Comperirion i n  wholesair power sales has been inroducec  
on a i iauond level. Some states have inandated or encouraged 
comperitioii at the rerail level and. in some situarions, required 
divestiture of generating assets. Ithile there is active wholesale 
compeurion in Florida. the retail electric business has remained 
subsranrialii~ free from direct comperirion. Changes in  uie compet- 
itile en\ i ronment  occasioned by iegislarion. reg~~larion. market 
coiidirions or iniriatnes of other electric pon.er pro\iciers. pt!rticti- 
lark \vidi respect to r e r d  competition, could ad\.ersel!, seer 
Tampa Electric's business and 11s performaice 

forces for seieral !ears. Gas senices proiided by Peoples Gas 
System are now unbundled for all non-residential customers. 
Because Peoples Gas System earns m a p s  on distribution of gas, 
bur nor on the coinmodin. itself. unbundling has not nega t id!  
impacted Peoples Gas Systein's results. Hwvever. future structural 
changes h a t  \ye cannot predict could adversely nhect Peoples Gas 
Svsten 

The gas distribution indusrn has been subject to compeutive 

Our  gas and elecmicir). businesses are highly regulated. and an! 
changes in regulaton. structures could lower revenues or increase 
costs or competition. 

Tampa Electric and Peoples Gas System operate iii highl!, regu- 
lated indusrrirs. Their retail operations, iiicliiding the prices 
charged. are regulated by die FPSC. and Tainpa Elcctric's \\-holesale 
power sdes and  ~ransmission senices are subject to regularion b! 
die FEHC. Changes in  regularon requirements or adi.erse replnto- 
n acuons could have an adverse efiecr on Tanpa  Eiecrric's or 
Peoples Gas Systems periorinance by, tor exaniple, increasing 
comperirion or costs. threatening investment recoven or impacr- 
ing rare structure. 

Tampa Electric Is seeking regulatory approval for the costs associ- 
ated with a new contract for coal transportation senices.  

Tampa Elecrric has executed a new 5-year contracr for coal 
transporration senices t\ith TECO Tunsport. These senices have 
been protided by TECO Transpon historically and represenr about 
4OWo of TECO Transport's revenues. The costs associated with the 
transportation seriices are subject to FPSC revien aiid a number 
of parries. including alternative transportation proiiders h a w  
intenened in die proceedings. ivhich are scheduled lor hearings in 

April 2001. Failure to gain rep la to?  approval for t he  recovery of 
the cosrs associated i\ith these senices could adversely impact 
Tanipa Electric's financial results. 

Our businesses are sensitive to \miations in wearher and have 
seasonal variations. 

\ l o t  oi ocr Dusinesw are affected b\, va:iJtims in geiivrd 
\\'earlier condirions and unusuriii! ccwrr  \\earher lmip.:  
Electrics. Peopies Gas Sysrems and  TIVG 5 e n e r g  s i c s  are p ~ n i c ~ ~  
larly sensitive ro vxiarions in \\ eamFr.condi[ioii>. Those so:ripa. 
nies forecast energ\. sales on me has15 of normd \\edther which 
represents a long-term hijtorica! ai'eraye ~\igiiiriianr vararion. 
from normal \Yeather could ha\ e a materid i n i ? x i  oii energy 
sales Unusual weather. such as nurricanes ciiuid aa\ercel\ '  afecr 
operating COSIS and sales 

more i v e s ~ h r r  sensiuie diu: Tnnipn Elecu:~ .  \\liicli 
mer and \vinter p e a l  periods. llild \\inter \\eauier i 
b r  eqiecred to negarively imp,ict resulrh a\ People> G3> 5v,reri! 

\'driation., in w a t h e r  condirion, hi affecr the deinaiiu and 
prices for the commodities sold b! TECO Coal. as \beil a- electric 
poiter sales from TECO \\liolesaie Generations merchant pmver 
plants. TECO Transpon is also impacted by \\earher because of it.; 

effects on [he supply ot and deniand for the products traiisponed 
Sei ere iceather conditions could interrupt or dui\, wn'ice and 
increase operating cohrs oirhose busineshes. 

Electric power marketing niay be seasonal. For euampie. in 
some parrs of rhe countn .  deniand ior. and inarket price5 of. eiec. 
rricin.pe,A during the hot sumnier niondis. \vliile in orher pans of 
the c o u n t y  such peaks occur in rhe cold \ \ inter months.  .is a 
resul:. our power mariering results inay tluctuatc on a scasoiial 
basis. The pattern of this tlucruation niay change depending on 
the nature aiid location of die facilities \\e uperate and the t e r m  
under \v!iich \\e sell electricin. 

Peoples Gas Sysreni. ivhicn has a singie iiinrer p < d  !)mod I> 

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

>lost 0 1  our businesses are seiisiiive io changes iii coal, gas. oil 
aiid other coinmodin, prices. .Any c1i:iiiges could affect the prices 
rhese businesses charge. their operating cosrs and the competitive 
posirion of their products and senices. 

i n  the case ofTamp;i Elrctric. b e l  costs tised tor jitlnrr;ition 
ha i e  been nfiected primarily h!. the cost of coal. f i i n p a  Electric's 
fuel cost? \vill be iiicreawiply iinpacred by tile cos1 of natural gas 
\\.irii the completion of the Baysidc rcpo\vcring. Tmipa Elcctric is 
able to recover the cost of me1 through rerail custoniers' bills. but 
incre,ises i n  fuel cost> affect electric prices ai i t i .  tiierelore. [lie coin- 
periiiie posirion of electricin againsr other ener 

Regarding \vholesnie sale5 of electriciy. the ii 
and margins on poiver sales is aftected by the cost of fiiel to Tampa 
Elecrric. parricularly as i t  compares to the cosrs of ouier pcnver 
producerh. 

in the case of E C O  \\?io!esie Generarion. resiilrh are impacted 
by changes iii the cost of fuel a i d  the niarirt pi ice for electricih. 
The proiltiihilin of merchuit po\ver plants I \  heavily dependent o n  
the price tor po\+er i i i  the inarkets tiiry s e n e .  \iholesde pii\\er 
prices are set by rhr niarket assuming cost lor the inptir energ '  
and conversion etticiency. h u t  the filed cos(\ inay nor be rellected 
in rhc price for spot, or exces5. poicer. 

In [lie case of Peoples Gas Sysrcni, cosrs for purciidscd gas and 
pipeline capacig' are recovered rhrough rerail customers bills, but 
increases in gas cost5 afiect to td  r e r d  pnccs and tiierefoie the 
coiiipetirive po,ition of Peoples Ga> Sysieni relntitc [o electricin, 
orher forms of enerm, and other gas iuppliers. 
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\\'e rely on some transmission and distriburion assets that we 
d o  nor o\+m or conuol  IO deliver wholesale electriciy. as well 
as  natural gas. I f  transmission is disrupted, or if capac ig  is 
inadequate, OUT abilig to sell and deliver power and natural 
gas may be hindered. 

\\e depend on transmission and disrriburion tacihries o\\ned 
and operared b!. uuiiues and orber e n e r F  companies I O  deli\.er 
the elecrricin ana narurdi gas \ye ,ell io the ivnolesde mariet a> 
\ \e l l  as [he natural pai \\'e sei1 a n d  piircnaze ror use in  our  eiecrrii 
generation taciiirirs. I t  rraiismission 15 disrupred. or i f  caoacin I ,  
indoequare. our abilin I O  iell aiid deixcr producri  ana sarisn our 
conrracrud and  st'n'ice ooiipauons nia) DC h i n o e d ~  

r r a n m " o n  >enice,  to be ofiered on  ;in open-dccess. non-di>. 
crimir:aror{ fl 'o i j .  .AlLhuitgh rhehe regtiianon5 are designed r ~ i  

encouragt. conicet:rion in \vholt.sde m m e i  rriinsiictioiis for elri. 
rricir;. h e r e  is [lie porenridi [ha: fair and  equal access io rransm:... 
qiin svsren:. \ \ i l l  nor bt. avaiabie or Uicr suhicienr rransinis~ior, 
capac in  \\dl iior D C  avaiable to rransniit e1ecrr.c poiver a; \ve 
desire \\e cannor predict the timing of indusrr, changes as a rest111 
o i d i e l r  i n i r u t i i e 5  01' Lqe adequacy of [raiismisiion iaciliues in  jpe- 
csic inaihers 

In addiiioii. the independenr bystem operarors rhar owrsee the 
t r d n m i s i o n  svsrems in cenam \vi ioiesde po\\er maricrs h a w  
troni tinit. ro iinie been aurhorized io impose pnce iirmrarions and 
0 t h  mechanisms to adaress volauhn in Lie power markets. These 
!pes of price lirmrar1ons and orher m e c h m s m s  may ad~ersel! 
impacr the piofitabilin of our \\.holesale po\ver markering busiiiesj. 

The uncertain outcome regarding the creation of regional trans- 
mission organizations. or RTOs, may impact OUT operations. cash 
flows or financial condition. 

?rlrIiough Tampa Electric Company coiirinues to n i d e  progress 
ro\vardj the dewlopnienr of 11s RTO. GridFlorida, \\hich ivould 
independend!, coiirrol h e  rransmission asseta of parricipariiig uril- 
iuez in peninsular Florida, progrebs has slowed considerahi!: Gi\.rii 
tile regularon uncerraiiiK of rhe ulrim3re riming. stnicrure and 
opernrioiis of GridFlorida or an alreriixe combined [ranmission 
itrui'rurr, \ \ e  cannor predic: \\.liar eftecr its crearion \\dl ha ie  on 
our hitux consohdared resuirs oiopernrioiis. cash floiv or financid 
condition 

Tile FERC has issuea r e p a u o n s  ma: require \vl:oies,ze eiecrr:c 

L\'e inay be unable to take advantage of our existing t ~ x  credirs. 
\Ye deriie a porrion o iour  net incoine froin Secrion ? Y  r a  cred- 

i t s  relarec ro the prodticricin ofnon-con\,enrion:il hielz. .Althouph 
\\e sold 2 signiticanr portion of our interesi in rhe producrion t i ici l- 
i t ies  iii .April 2003 aiid plan to sell the majorin. of our  reinaining 
inrerest in the production capacin. untli and unless successful- 
11 do so our use oirhese ray credirs is dependent on our generar- 
iiig suac ienr  taxable income a g m s t  ivhich to use the credirs. lie 
iuriire restilrs of rhls business could be negarively inipncred by 
,idininistrariie iictioiis of the Internd Rewnue Senice or rile U.S. 
Tredwn. or changes in la\\, regulation or adiiiinihtrarioii. 

Problems with operations could cause us I O  
incur substantial costs. 

Each of tiur subsidiaries i s  sublecr io variouq operaiioi;a r ihk5  

including accidens or equipmenr bredkdcnvn o: t u u r c  ana opcr,:.- 
r:on> be!o\\ especreo ievcis of perfornianw or crlicicnn .t o p x -  
[ora 01 potver geiierauori iaciliiie>. Tmipn Elec:r:: aiid TECQ 
\\holesaie Generariorrcould incur proflien!. stic'n a> tne break 
do\\:> or failure o ipo\ \e r  penerarion eq i~ ip in t~ r~ :  
line,. piprliiieh 11: ovit.: equipnirni or prnc'cvr, \ \ z i cn  \\(iiii> 

OJ: o:iri~)oi ajiu!i:e, ~ i ~ i r n i a  operarioi?< mil ntirEi,u iii2 

periods 13: our subsidiarieb' iaciiiw, 

The international projects and operations of TECO Transport are 
subiecr to risks thar could result in losses or increased  COS^^. 

These projecrs in\,olve numercius risks tna: art! nor prewiir iii 

doiriesric prolecri. including exproprianun. poiiticd: iiisrAiiin. 
surrciic! exchange rate flucruarions, reparriarion rcsrric1ioii>. and 
regularon aiid legal uncerrainries. The inreriiarioii,l ~ u h s i d i m e ~  
atrenipr to inanage these risks rhrough a vcirieg or risk niiriga:iori 

m e n m e > .  including specific contracrud provizioiis o ~ r d i i i i n f i  

nun-recourse financing and obtaining poliricai ri\L inwrance 
\there appropriare. 

TECO Transport is exposed 10 operarioiial risks in iiirernariiind 
ports. primarily in h e  torm o l  irs need to obta i i  wi tab ie  labor and 
equipnienr to saMy discharge irs cargoes III a rimel! maiiiier. 
TECOTransporr arremprs ro manage rliese risks through a varien 
of risk mitipatioil measures, inciiiding reraining Lipents itirii local 
knoivledge and experience i n  succeshhilly &charging cargoes and 
vessels similar to diose used. 

Our suhsiaiarirs xc in\  olved in cerr;iin iiircriicI,iioii:;: nrottici> 

Changes in the en\ironmental h v s  and regulations to which our 
regulated businesses are subject could increase our costs or cur- 
tail our actiiities. 

rd Liurhoriries dealing i\ith air, \varer arid orher en\ii~inrneiital 
in;lrrers. ChLingr, iii c~iinpliance requireiiieiirs or [tie iiirerprera- 
i ioi i  11) poi ernnienrd auriioriries [ i t  e.ustin; rrquirciiiriir\ may 
i m p o w  addiriond coLiii on us or rcquirc 115 i o  ciirfail \oiiicl o i  our 
burincsscs' acri\iries 

Our bubinesses are subleer ro replariori by v x i u ~ ~  goveriiiiien. 
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Consol icln ten Balance Sheets 
Assets 
, uiiliioiis LYCCU: .itiuri'(ilnuiii:r< Uec 3: L'O()? yi,: 

Current assets 
Cash and equivdenrs S 108.2 S ;!I ; 
Resrricred cash 51.4 1.6 
Receivables. less alloivance 

for uncollecrihlrs oiS4.5 
and S6.S ai Dee. 3 I ,  2003 
and 2001. respecriwl! 280.4 4 2 -  

Current nores receivable 235 
Curren! ae:ii.ariie ass?[> 21.1 .- 3 

lnieiiturit,. a: a'\erage COS! 

Fiie! 88.2 1 1 3  - 

P:epayi?ienrs and otiier currrii[ ;isse:s 68.6 30 4 
L y e 1 5  neld ;or sale 169.4 

l-n;;!: currenr a z b e ~ .  869.8 l31.2 1 

1 '1 - 

82.5 4,i 

Property plant and  equipment 
Orilib, pidnr iii i e n i c e  

Eiecrric 5245.6  3.054 4 
Gas 778.1 746.7 

Curxrructioii \\ark in progress 1,193.3 1.556 8 
rJ!nt? !)ropern 873.2 8 5 y 4  
Prouern. planr and equipment. 

a1 original cost 8.040.2 8.215.3 
.-\ccumuldred depreciation 12,361.2) :?.31U.; 

Total p ropem,  planr and 
eauipmenr ' ne [ '  5.673.0 5,904 6 

Other assets 
Deierred i n c o m e  t a m  1,051.5 3 4 0  2 
Orhe: iiivesrinenti 16.5 W 5 . j  
Regularon nssers 188.3 103.2 
Investnienr in uiiconsolidarcd dtiliarrb 343.5 I4%2 
Good\vill 71.2 193.7 
Dcierred charges and other asseis 165.1 133.0 
;\ssers held for sale 2,077.4 

Total nther assets 3,913.5 1.830.6 

Total assets S10,462.3 S9.078.4 

Liabilities and capital 

Current liabilities 
Long-!ern: aeor aue \\;:nin one \ e a  

S 6.1 5 I O : : ?  Hcsourir 
\on-recourw 25.3 2 : )  s 

\ores pavnhlr 3 ,  .3 .h?C 5 
.Accounts pavahir 313.8 3--4 
Cu;ronit,r n e p o i r ~  101.4 9; i> 

Curren: derivative iubiiities 12.0 ,< !- 

liireresr a c ~ ~ r u c d  
laws accruel: 
habili[ iej  ri>>ocialrd \\lh ai>rt> 

..- - 

- 

held [or \de 1.541.4 - 
' 1  1 2 Tordl curreiil l i a ~ i i [ i t "  -.- 

Deierretl iiicoine t a r >  -198.0 49.5 c 
investment tLx credirs --. '178 _ , . I  

Regulatoc liabiiities 560.2 538 7 
Deierred credits and oiher l iabll ir ies 3 N . 1  321.7 
labil ir ies associared \\irii a b b e 1 5  

Long-tern1 debt. less ainounr d u r  

Other liabilities 

1- - 

held for sale 697.8 

i v i t h i n  one !'ear 
Recourse 3,660.3 3.1 12.7 
Son-recourse 83.2 211.6 
Preferred securiries 619.1 - 

\linurir! interesr 1.9 1.2 
?oral o:her liabilirie, 6.537.4 4.;08.1 

Commitments and  contingencies 
Preferred securities 

Capital 
Cnninirin e q u i n  i400 million .;linrei 

autlioriicd: par i ,alt ie S I :  16; 8 iiiillioii 
shares and 175.8 ~iiiliioii share\ 
ourhrniicing 31 Dcc. 31. 2UU3 and 
2002 rcspectiiel) 187.8 11.7 8 

.-\tIdirion,i! paid in capird 1,220.8 I .OY4.5 
Retciineti eal-niiip 333.5 1,413,: 
;\ciuniulaied other 

coniprehrnsi\~e income f55.8) 141.2 '  
Con in ion  equin 1,692.3 2,641.8 . .  
Unearned compensarion (14.6)  (31.1; 

Torsi cst)iriii 1677.7 2,611.7 

Total iiabiiities and capital 510,462.3 SY.078 4 
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Consolidated Statenieiits of Income 

344.9 
184.8 
224.0 
258.4 
761.8 
152.4 
316.0 
145.1 
111.7 
14.6 

175.1 
l o r d  expenses 2,719.9 2 2'33 I '.OS5 4 

Income (loss) from operations 20.1 38: H 30: 9 

Orher income 114.5 13 u 23. I 

Conringenr arbirrarion re3en-r 132.01 - 

Other income iexpensei .2lio\vnnce for orher kincis used aurin: construcrion 19.8 24.Y S.b 

Loss o n  deb[ e:ttinguishmenr - .3;.1 

Earninps iioss) from e q u i n  rnvesrmenrc (0.41 3 2 9 1  - -  
Total other income a p e n s e  101.9 15.3 38 8 

lnrerest charges lnreresr expense 288.4 142 :i l(i.1.l 
Distriourloii on preferred securi[ies 39.9 38 9 17.0 
.Ukn~ance for borro\\ed funds uaed during c o i i ~ r r u ~ r i ~ n  (7.61 iu ti ;:,ti\ 

'lord iiireresr ciiarge> 320.7 1;l.O 178.5 
(Loss] income from condnuing operations before pro\ision for income taxes i 198.7i 2 2 5 3  238.2 
(Beiieilirl for iiicoine rates 1135.21 ' i l  7 (:,31 

2115.5 'I-- 1) \e: . loss income froin conriiiuiiig operniions heiore ininorin iiireresr> 163.5) _ , I . _  

Aliiiorin inreresr 48.8 - - 
Set (lossr income from continuing operations i 14.7) ' I - -  _ ,  , .- ', X . 5  
Discontinued operations Income 1105s: from dibconunued operation3 ( 1.394.61 (10.3 33.4 

lotal  disconrinued ooernrion~ 1890.1" 52.3 38.2 
Income tax ,henefir! pro\isirin (504.21 - .l (2.8) 

Cumulative effect of change in nccounung principle. ner of t a  14.31 - - 
Set flossi income s (909.4) s i ? l l i  5 30.37 
Average common shares outstanding 

Basic 179.9 153.2 134.5 
Diluted 179.9 173 3 135.4 

Basic s 10.08) s !.Hi s 1 . Y X  
Diluted s 10.081 s I 8 1  s 1.90 

Earnings per share from continuing operations 

Earnings per share 
Basic S 15.05) 5 2.15 S 2 . 2 6  
Diluted S i5.051 S 2 l j  s 2.24 

Diiidends paid per common share outsranding S 0.925 s 1 . 4 1  s 1.37 

Coizsolirlnted Statenieizts of Conzurehensive bicoine 
I f l i l / l i o l t i )  

For riic r'enrz elided Der. 31. 2003 2009 9001 
Ket iloss) income s (909.4, S 330 1 s 303.7 
Other comprehensive loss, net of tax 

Forcigii currency rrnnsiarion adjusriiieiirs 1.2 ! I . ? !  - 
Ser unrealized gains IlocsesI on  c'ish tloir hedges 28.1 '13 2 :  llY.2) 
hlinimum Dension liabilin adiusrnienh 143.91 i.1.lr 0.3 
Other comprehensive loss. ne: o i t a  114.61 i I H . 8 ,  '18.9; 

Comprehensive lloss) income s (924.01 s 31 1.3 S 28-18 

The accotiipaniiiifi nowF are an i i ireeral parr o! rlic contolidnred finntici.ii h[arciiiciirs 
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Co izso I ih ted Strr tenz eiz ts of Cash Floii 1s 
l t l l ~ ~ l o l l 5  

F o r  i i i r "  w i r s  eiiiied Del. 31 
Cash floivs iiom operating acti\ities 

10c7 ? 1 # 2  2,kj '  

\e[ . loss income S 1909.41 c 330.: c 303: 

.?,dlusrmeiirs ro ieconctle ner , loss,  income to iier c a w  from operatiii: aitiiiries. 
Depreciation 382.0 3 1  t; 
Deferred income t a e s  (iO9.1; $r 5 I W  .; 
Investment credits. ner (4.7) 4 8  \4 .9  

ii " .Alloivance !or funds used during consrruc:ion (27.4>' .? + 3 

.irrionizarioii oi uneariiril compensation 18.3 13 9 9: 
Cuniularii-c effect o i cmnge  in accounring ?rincipie. p re . ra  

i l inor in  10s) (18.8) 

~ r i J ( l d \ ' ~ i ~ ~  aiid rnraiigit i ie m e t  impurmenr.  prr-[a\  

. ,  - 

7.1 
Gain o n  sale5 ofaujii lrss,  al;se[j. pre-[ax (147.5' 
Equin, :n e;irnin+ of uncuiisoiidarrd af?J;aie. 13.8 

.As,er iinpnirmenl. prr-tai  1.330.8 
122.7 

Loj, o n  :oint ienrure rerminauon. p r e - r u  153.9 
Conringen: arbirrarion r e j ene  32.0 
Deferred recoven clause 127.31 I 

Relunded ro customers - t i l  - 
Receivables less dioivnnce for uncollecubles 96.4 IM.1 51. I 
Inventories 7.0 39.4 ,21.8 
prepoymeiirs and other deposits (16.5) ti.3 11.3 
F a e s  accrued 31.5 2 4 . 1  16.4 
Iiiteresr accrued i60.7) 14," 16.31 
.Accounts p m b i e  (17.5)  98.3 :5:.31 
Other 99.3 311.9 65 0 

1 Y  0 -.. ., 

C;i>n rloivs from operaring acriitrie\ 328.6 65.5 : 502.; 

. i i i o i \uce  tor tunds tiaed dum: conjutiction 27.4 3: 5 9.2 
Purchase oi minorin inreresr - 9.9 - 
Ser proceeds from sales of husiness:aaseti 296.5 103.3 \ _ I  -.6 

Cash flows from investing acthities 
Capirai eipendirures (590.61 , 1 , 0 6 . 2 ;  ' Y t i 5 9  

Rewicred cash (63.5) 
Invesrinenr in unconsolidated affiiiates 130.61 ':.ti' 27.6 
Oriier iion-currcn: investments (32.4) 115 ti Y5.7 

Cash floiva froin ini'esring actiiities (393.2) 1 .G6l)..5 ,1,106.OJ 

Cash flows from financing acthities 
Di\1dcrids 
Coniinori stock 
Proceeds iron1 long-term debt 
>linoriy interebt 
Resrricrrd cash 
Rrp;t!ineiir of long-term debt 
Serrlement of ioint venture termination obiigarion 
\et aecrease in shon-remi debt 
Issuance of preferred securities 

(165.2) 
136.6 
655.1 

41.4 
(5.9) 

(526 .5 )  
(33.5! 

(323.0) 
- 

215.8 
.l!?.6 

1 ,T5X 4 

- -  

(570.01 

Equiy  contract adjusrtnenr poynenrs (20.31 1.5 3 - 
C a n  t low from financing acriiities (238.31 130; 4 613.6 

Set [decrease. increase in cash and cash equivalents (302.9) 302.6 10.3 
Cash and cash equivalents ar beginning of \ ,ear  411.1 108 5 98.2 
Cash a i d  cash equivalents a t  end of year s 108.2 5 4 I i . l  s 108.5 

Supplemental disclosure of cash flow information 
Cash piid duiiiig rhe \ e x  for 

lnreresr inet of amounts capitalized' ' 
Income t'zxes 

S 493.1 s IT ,O .?  s 178.1 
S 58.8 s 7 !  9 s 5'4 

~~~~ 

I 1 Iiiciutlt.d in iniere%t paid during the ).ear ib inlereri paid uii deor obligation, inr discui~lirlued uperailons i J i  S!oh.h mli.iui1 l i i r  XI02 'I nCrc nrii nu ~nl~l re , l  
paid on debt obilgarlons for discontinued operations in 2002 or ?GO I 

Th r  dccoinpamii ig nore, are d n  inregr?l parr iii the consuiidalrd tinniicidl atnr t . i i icnl \  

231 



Consolidated Statements of Comiizoii Eqrtihv 

Ser i ncome for 1002 
Oilier conipreliensi~e 

l oss .  aher ILY 

Cciinmon srock i s t i e d  36.2 36.2 344.4 
Cnzti di iwrnds  declared 
Aiiiorrizarion o i  

330 I 33U.i 

Enemies comprnsarion 
Coni.erribic prcterrec sroch - 

presenr value of conrraci 
adlustmen[ pa!menis 

lax benefits - ESOP diiidends 
o n u  stock options 

Prrrormance sha res  

1:1.9 13.9 

3.11 
;..i 7.3 

Srr i i i v  for 2003 
Other comprcnenivc 

:ass, ahel ra\ 
Corninuii stoci; issued 
Casn diiideiids declared 
.Amortizarion of 

Ta\ benefiis - ESOP dividends 

Pcrformancc shares 

tinearned compensarion 

a i d  qtock options 

2.0 1 2.0 1 7S.U 

i .3 

1909 4 909 4 

' 1 4  ti (1-1 ti 
d . 4  136.6 

I 163.2 I165.2l 

18 3 18.3 

04 I .7 
I .4' 11.1' 
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1. Significant Accounting Policies 
The sivificant accounting policies tor both urliin and diversi- 

fied operations are as follo\vs. 

Principles of Consolidation 

TECO Enerp .  lnc. and irs maiorin-oi\ned subsidiaries , TECO 
Energy or the company,. .Vi significant mtercompany oalances 
and mtercompany transactions have been elirmnated in consoii- 
dation. The e u u i n  method of accounting is used to iiccounr ior 
ini'estnienrs i i i  parrnership or orhe: arrangements in  r\nich TECO 
Eiirrg or its suusidian- companies do nor nair  iiiajoriR oiliier. 
snip or ewrcise coiirroi. 

Results oi  operations :or uie proponiond snart. oi expenhe5 
rei enurs and a m [ )  rellecring TECO Coalbed \ le rha ies  undiiided 
iiireres; in joint i'enrure propern are included iii riir consoliu.ired 
i inancid statenienrz rhroiign Dec. 31,2002 

oiestimaies is inherenr in the preparation offinancilu 
s rminents  i i i  accordance i v i u i  generally accepred accounting 
principles ~G.I.IPI. .Actual results could duier from these esrimares. 

The consolidared financial sratenients include the accounts oi  

The 

Rebised Segment Reponing 
As more fully described in Sote  14. the Union and Gila R i w r  

projects' resiilrs ha!? been reflected in discontinued operauons. 
This reclassification. as \yell as other cIicmges described belo\\, sig- 
niticandy reiised operaung segments used tor decision-making 
purposes. 

In ?003, the company. as parr of its renewed tocus on  core utili- 
n operations. revised iiirernd reponing informarion used for deci- 
sion making purposes \ V i t h  this change, managenienr focused o n  
die resulrs and performance ofTECO \tholesale Generauon, lnc. 
'formerly TECO Poiver Semces Corporation:. or n V G .  as a seg- 
ment comprised oi all merchanr operations. from hhicli the Union 
and Gila River projects' operations have been reclassified to dis- 
continued operations. I l Y G  includes the results of operations ior 
the Frontera. Conimomvealth Chesapeake, Dell and hlc4dams 
power planis. ris well as die equig investment iii die Odessa Jiid 
Guadalupe power plants. held diiougli PLC Development 
Holding.;. LLC (PLC,. and TECO Energ?.Source iTESi. ttie energ.  
niaihering operation for the merchant plnnrs. 

The nun-merchant operations. formerib. included in the TECO 
Poiver Services operating wgiiieiit. are conipribed ot the results 
froiii Hardee Poiver Partners. Ltd. iHPP1, up io tlie dare of die sale 
(see Sote 21 for derails,, die Haniakua poiver plant ii i  Haivaii. [lie 
Guaremdrui operations ivliicli include the S a n  lose and .Uborada 
poiver plants and an e q u i y  investment in the Guatenialan distri- 
bution coinpaiiy. EEGS.4. and other non-merchanr actiiities. 
These nun-merchant operations are reponed in the Other 
Unregulated segment (see Note 19). 

Cash Equivalents 
Cash equivalents are high]!, liquid, high-qualin investnieiits 

purchased nitli an original inaturiy ot three inonrhs or less The 
cwning  amount of cash equivalents approuiniared fair marker 
value because of the short niatunK of these insrrumenrs. 

Restricted Cash 
Restricted cash at Dec. 31. 2003 is comprised o f S l j . 4  inillioii oi 

cash accumulated in  escrow under the sale agreement of the 4 Y . j -  
percent interest ofTECO Cod's synthetic fuel production iaciliries 
to proiide credit suppon for the company's obligation under the 
sale avieement due to the company's current credit raring, and 

536 0 mlilion held in escroiv from rhe sde HPP ) w e  Sote 21 
Ckrr rimr. up to $30 million o: cash irom me s\nriietii iuel iacdin 
sale \\-Jl accumuiate in escro\\ to cuppon the CompznvZ ohiipz- 
tion iinaer the s i r  agreement due  io tnc compani  s current cred;: 
rating 

Cost Capitalizatiori 
Cizi&~pni en! COAL; - .I'ECO En e r g  C ; I F ~  ! ,I:  i7e5 uic exre rii'il COS: > 

of constnicnon-related deceiopnienr iictiiitir. .I~IL': Jihieiin:: t'rr- 
la in  proiecr-relared miiesronra tnar inuica:~ :iiz: ~ o i ? i ~ ~ e r i o i i  ot J 
proiecr i c  probable. Sucn costs iiiciade dirrcr it1crcii:eiita: 
aniounts incurred tor professiona senii'ec ,p:inicir:!,, iegn, t'iigi- 

neering ana consulting s e i ~ i c e s  , perniith. oprioii. Arid i ieposit~ o i i  

l a t i  and equipment purch.i>e coniniirnieni,. c,ipi:alizeti interesr 
and other related cost \ .  Capitalired t ' o j t b  ,ire tr,in\ierrt-c! io c o n -  
srrul'rioii in progress \vheii financing has heen ciht,iiiicd diid co i l -  
struction acri\ in has commenced iii accordanit- ivit i i  xateinrn: 
ot  Position ,SOP 98-5, Reporr:,ip ori riw Cos:.$ o . ~ . ~ [ L I ~ I - I ~ ! ~  h.ri; iriL'> 
sran-up costs and organization  cos!^ are expensed a5 inctirrcd 

Driir isiinnre L'OSIS -The compaih capir,2ilzes ttie eurerna! 
costs of obtaining debt financing and amorrizeh such cost\ cn er 
the life of the related debt 

Cnpitniked / t j m w  e.wensr - liiieresr cost\ for rnr coiiitruction 
of non-uti l in facilities are capitalized and depreciared over thr 
sen-ice lives ofthe related propern. TECO Enerp  capitalized 517.3 
million. $63.2 million. and 573.0 million oiinteresr costs in 2003, 
2002 and 200:. respectively 

Planned 5lajor \laintenance 

expensing the costs as incurred. Planned malor niainteiiaiice 
projects that do nor increase the overail life or value of die related 
a s s e s  are expensed. \ i l len the niaior maintenance inaterially 
increases the life or value of the underlying assc:. die cost is capi- 
talized \Vhile iiormal maintenance outage5 co\ eriiig wrious coni- 
ponents of die planis general! occur o n  a i  least a h e d y  habib ,  

major overhauls occur less frequently. 
Tampa Electric. Peop1t.h Gas Sy.icin :PGS'  ,ind n \ ' G  rsiieiisc 

iiinjor imiiitenaiice costs a b  iiiciirrrd. For Taiiipa Electric and 
PGS,  concurrent \\ith a planned nialor niiiintciinncc outagc. the 
cost of adding or replacing rerirenicnt unirs-of-propcry is cnpital- 
ized i i i  conformin nidi Florida Public henice Coniniissioii IFPSC! 
and Feueral Energy Hegulatoiy Coniinissioti IFEKC! regulations. 

The San lost and .-Uborada plaiirs in  Guateinala each have n 
long-rrrm power purchase agreemcnr IPP.'\J i u i l i  E'CGSA. .A major 
inaintenance revenue recoien' component IS implicit 111 the 
capaciy payment portion of tlie PP.4 tor each planr .\ccortlingiy. a 
portion of each monthly fLl;ed capacig' pahmcnt is dcierrcd io rec- 
ognize the poruon that retlecrs recoven of tuture planned major 
maintenance espenws. Actual maintenance L O S ~ S  arv espen5ed 
\\lien incurred tvith ;1 like amount ~ i t ie te r red  recoven revenue 
recugnized a i  the saiiie t ime. 

TECO EnerT ;1ccounts for planned maintenance projects by 

Xllo\vance for Funds Used During Construction (.AFUDC) 
iVUDC is a non-cash credit to income i v i t l i  a corresponding 

charge to util iy plant \vliicli represents thc cost of borroLwd funds 
and a reasonable return on other funds used for construction. The 
rate used Io c icu la te  .U:UDC is revised pcriodic,ilIy to reflect sig- 
nificant changes in l a m p a  Electric's cosr of capi t i i l .  The rare was 
7.79uo for 2003. 2002 and 2001 Total .AFUD(: for 2003 1002 and 
2001 was 527.4 niillion, $31.3 niillion. and S9.2 million respective- 
ly. The base oi l  which . G U D C  is cdculaied excludes coiistructioii 
work-in-progress which has been included in rate bas? 
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Panda Energ ,  
EEGS.4 
TECO-Panda Generaung Compan!. L.P TPGC 
TECO-Panda Generating Compan! L.P 
l l u ~ ~ c i p a l  Gas riurhorin of Georgia 

Continuing ini'estmenri in leielaged lease> 

These financial ini'esrrnents ha i e  no qiiored inarker prices and.  
accordir.gly. a reasonable t.stimaie of fair inarker value could not 
be inade \\;thotit incurrin: escessii'e COSTS. Holyever. the conipan). 
be l iews 0)'  reference to stared interest rates and securin descrip- 
lioi.l. die tair v a u e  of these assets iiould nor difier si:nificnntl> 
from the c a y i n g  value. 

Investmenis in Unconsolidated .Affiliates 
lnirsrmeiirs in ~iiiconsoliaated affiiiaies are xcounred  for 

usiiig the rquin inetnod oiaccounring. The percentage miner- 
snip iiirrresr for each i n ~ e s ~ n i e n t  at Dee 31. 2003 and 2002 I >  prc- 
viired in tiit, rolloiniig table. 

TECO Energy and Subsidiaries' Percent Chnership in 
Unconsolidated Affiiates 

TECO \.!holesale Generation iTb'Gi 
TPGC 100ro jO1,  
.Texas lndepeiidenr Eiierp. L.I? T I E I  . 50 - 

Empresa Elecrrica de Guaremda. S..4 (EEGS.48 21ob 24 :, 
H a i n a h a  EnerQ. Parrners. L.P 50 50 
H a m i u a  h i d  Partnership, LLP 50 50 

TECO .AGC. Ltd 50 50 
Liresrream Technologies. LLC 36 6 3  
l lrrnando Oaks. LLC 50 50 
Brandon Properties Partners. Ltd. 50 50 
\Valdeii \\'oods Busiiiesh Center. Lrd. 50 50 
B-T One, LLC ' 80 50 

I lVC?  ioii~iilida.ted'fI'G(' t.tiecriie i p r .  I .  2003 and  recmed I'aiidd> jtj- 
percent inrurr\li in Juiic ?Uil3. bee &ore 12 for rl derailed 
(II>CUSSIOIl 

:? llie'I1E inyesriiienr is held h! PLC De\eiopnieiir Huldiiig,. LLC IPLC 
n i ' G  indirecriy oorsined 10-percenl of PLC in  lanuan.2003 3 1 ~ 1  rhc 
reiiidiiiing ni inersl i i l i  iiiieresrI niirsranding in Sepreiiiber ?OU3 w e  
Notes 12. I7 and 21 tor a coiriplerr descriprinn nirlie5e traii(actioii> 

3 See Kote 23 for informauon iepdrdinp rhe receiir ad? of m i e r e b i b  h d d  Ln 
US i ' ry~ai i r .  

.J Duriiip.Aprii 2003. ! l ie coinpan\ reneporiared the r e r m  01 [he ndrrner- 
>hili rlgiermeiii of 8-T One. LLC. I U  reflrcr [he eiunumii  i i i ierr\ I> 01 rhr 
pamiers Ellccri\e i p r .  I .  2003. r i le company indirecrl! ni\nh ,in BU-per- 
[ m i  ii'i[crcsr in [tie pariiic..,liip 

Other unregulated 

us Propane. LLC 38 38 

I 

Deferred Income Taxes 
TECO Energ ,  titiives rhe iiabilin method in tht. niea.;areinenr 

of deterred income raws. Under the i iab i l in  method. rhe iernpo- 
ran. difierences benteen the financial stateinenr a n d  r a  b a s o  of 
asset5 and liabilities are reponed as deferred t a e s  measured ai 
current ILY rates. Tampa Electric and PGS are repilared. and their 
books arid records reflect approved regularon treatmenr, iiiciud- 
in:: certain adlustinenrs to acctimiilaird deferred income t n e s  
and  rhe esrablishnient o i a  comespoiidin: reguldron. LIS Ii,ihilig, 
reflectin: the amount payable io customer'i through hirure raws. 

Investment Tax Credits 

and are being amorrized ro iriconie 13s esjieiise over the heriice 
l i i ,e> 0 1  the related properg 

Revenue Recognition 

hecurlties niid E\change Coniinission'3 Sufi .icciruiiriiig Diilletin 
.S.iD 1 U l .  R w r i i r t ,  Rccogiiirioii i t i  Fitriiticinl h r ~ r e t t i m r A .  Tlic iiirer- 
preri\e crireriii ouuined i n  S.U 104 are tliar I '  diere is persiiasive 
ewieiice :hat a n  ai-rangenienr esists. 2 ,  tieliven h a s  occiirrrti or 
senice\ h a w  beeii ieiidered. 3r tile fee is fixed a n d  dererininnbie: 
a!id 4 )  crillectihilin is reason,ibl\, assured. Excrpr ;is d i h c w w d  
iieiOi*, TECO E n e r p  and i t s  ctibsidiaries rrcrigniLt. rcveiiiies on a 
gross basis ivhen earned for rhe physical d e l i i e y  oiproducrs or 
sen'iccs arid the r i sk  and  reivards of o w c r s h i p  i i a i e  translcrrcd 
t o  the buyer. Revenues for an! financid or tiedgc transacriuiis tliar 
do nor result in physical deliven are repoi red 011 ;I ner basis. 

The regiil'ited urilitieh' 7anili;i tlecrric a n d  PGSi re~dil husiness- 
es and [he prices charged to ciisromer\ iire regiil,ited b\ die FPSC. 
Tdinpii Electric's \ \ h o l t . d e  btisi i iess 13 regui'irrd h! FER(:. See Note 
4 for a d i scuswn of significonr reguhroy  niarrers and the applica- 
bilin, of Financial ;\ccounting Srandard S o  ( F G i  71, :\rcoirnri,igjor 
riir cffecs ofCertoiti %pes of&gihrimi, 10 the compani. 

Hevenues for cenain transportation senices at I'ECO1ranspon 
are recognized using rhe percentage 01 complcrion method, which 
includes estimates of the disrarice traveled andlor the t i m e  

e l a p e d ,  compared to the toral esririiiited conrriicr i{evrniies for 
long-rrrm engineering or construction-npe c~i i i t r i l c t~  ai RCI i 
llechanical ' i o n " !  parr of TECO E n e r p  Ser~icesi  are recog- 
nized under rile same nierhod. ivliich includes estimates of the 
total cosrs for die prolect compared I O  the esriniared progress of 
h e  \\ark required to complete [he contract 

Investment t i n  credits have been recorded as deferrcd credits 

TECO Enerb? recognizes revenue3 conhis teni  with the 
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Revenues a n d  Fuel Costs 

Lvhich protide for monrhiy billing charges io reflect increases n: 
decreases in fuel. purchased poiver. consenadon and entiror:- 
mental costs ror Tampa Elecrric and purchased gas. iiitersta:e 
pipeliiie capacin and consenat ion costs for PGS. These adlust- 
ment factors are based on coj[s incurred and prolected iur ri spe- 
cific recovey period. .Any over-recoven or under-recmen of costs 
plus an interest factor are taken into account in the process ofsei-  
ring adjustment ractors for subsequenr recoven. period? Owr-  
recoveries of costs are recorded as deferred credirj. aiid untier- 
recot'eriej of costs are recorded as deferred chaqes.  

Certan other costs incurred b! h e  repdared ~ti l i t ies arr 
;ilio\\ed 10 be recotered from cus~oniers through prices appro te i  
in rnr req i ia tuy  p:ocess Thebe costs ~i r r  recognized ,I> :nt. ~ w ~ i : .  
nred revenues are billed The reguiared titilitier accrue base re\ - 
eiiue. tor senice5 rendered but  inb billed I O  prixide ri c l o w  iiiz:cl.,- 

i i ig  or reieiiuei and expenses. See Sote 4. 
.is of Dec. 3 i .  1003 aiid 2002. unbilled rewnues of SAj.7 niillioi: 

and S 4 i . 3  miliioc, respecrivel!. are included i i i  tlie "Receivabies 
liiir item on the balance sheet. 

Revenues include amounts resultin; from cost recot'en. c l a u w  

Purchased Power 

nieer h e  needs of i t s  retail customers. .is a resuir of the sale of 
HPP in 2003 m e  Sores 1 1  aiid 21:. p o t w  purchases froni HPP 
subsequent to the sale. are re!lecred as non-affdiare purchase.: by, 
Tampa Eiecrric Tamps Electric's long-term power purchase dgree- 
menr from HPP \vas not affected b! the sale of H P P  Under me 
eusting :ipreemenr. t\.hich has been approved by itir I'PSC. T'impa 
Elecrx  k.as the right 10 purchase. o n  at'erage. approuinarely 52.7 
ot the rotai output of the Hardee poner  station Tampa Electric 
purchased pot\er troin iion-TECO Energ. aifliates, i i icludii ig u u r -  
chases troin HPE ai a cost ofS231.Y millioii. S253.7 nidlion. aiid 
S2UY.7 million. respectivel!,. for r h e  years ended Dec. 31,2003. 2002 
and 2001. The associated rei'enue at HPP froin pott'er sold io 
Tampa Electric of S50.l million. S 5 l . l  million m d  S65.0 million for 
2003.1002 and  2001, respecriiely, is oflset againsr "Re;uIaied opei. 
arioiii - Purchased po\ \ r r '  in the income sraremenr. The u i i r -  

cnawd poiver costs ar Tampa Electric are recoverablc rlirougli ai1 

FPSC-approved COSI recove? clause. 
lii order to meet firm comni~tnients or niaiitair: acceprlible 

operating conditionb. ?i\'G's poiver plants may also purchist. 
potver in the ord inan  course of business. Toral unrejiiilared p;ir. 
chases of power ai n\'G for conrinuing operations, ior tiie !'ex5 
ended Dei. 31, 1003, 2001 and 2001. \ \ere S2G.6  million. 520 2 mil- 
lion and S4.2 inillion. respectiiely Unregulated p n i w  purchase, 
are reported iii "Other operations" in [lie iiiconie sratemeiir. 

Depreciation 
TECO Energ) proLjides for depreciation primarily by h e  

srraighr-line method at annuad rates that ainorrize die origins! 
cos[. less net salvage \ ,due, of depreciable propern over 11s esri- 
mated senice life. Unregulated electric generating. pipeiine aiid 
trantniission facilities are depreciated over the expecred usehil 
lives of the related equipmenr, a period of up 10 40 !.ears The pro- 
vision for total regulated and unregulated plant in senice,  
expressed as a percenrage of the original cost of depreciable prop- 
e rn .  \vas 4. j ro  for 2003 and 4.2 '3~ for 2002 and 2001. For the ye,ir 
ended Dec. 31. 2003, Tampa Electric recognized depreciation 
expense of 536.6 million related to accelerated depreciation of cer- 
rain Gaiinon power station coal-fired assets. in accordance itit11 a 
regularon order issued by the FPSC. Consrruction work-in- 
progress is nor depreciared uiitil the asset is completed or placed 
in senice 

Tainpa Eiectric purchases p o w r  o n  a regular basis primarily to 

The implementation of F.G 113. .-\c., o i i n r i r i ~ ~ c . .  .A~.il.: 

Rtvirtvitv:: Oi+prioi!i, in 2003 rrsulied i i i  an inc:elisr' ii :  [ ne  car- 
ninp anioun; of long-lived asses  and the reciassificaiiori clfrhr 
accumuiarec; reseme for c o s  of removal from accumuiatt~c oeprt .  
ciarion Io "fiegu.u.310fl iiabili~ies' io: di periods presriired Tiic 
Jaiusieci capirdued aniouiit is depreciated o ~ e r  ine ren;aining 
u s e n i l  hie of me a b b e [ .  w e  Sote 5 

Accounting for Excise Taxes. Franchise Fees and Gross Receipts 
TECO Coa! and TECO Tian>pon iriiur i n o 2 i  o: TFc:O P . ! i t y  

rorai esciw tzws \\h:ch art' dccnieu 3s riii t'suciirc. ,1110 rtmiiiilcd 
10 uic ;iciucd cabri patmenr of excise i.~\es .\i y 
[:le! are nor specificall! recot eiea triroug:: iet e:laet t\i!w I;L\C' 

riled u ~ i l i ~ i e a  are no: niatt>rid JI:< JitJ e \ rwised  

ir:iliues are do \ \ e t l  to recot cr certJii.1 co,:: 
incarred m i n  custuiners rnro.igb. priccz s p p r r r i d  in :!ir F P K  Tiic 
limotin[\ wli ided  i n  cus:oinerh hi!!> for m n c i i w  revs and po.. 
recc:p: [Lws are IIiCIUdea as ri'tenues o n  die Consoi:cl.i:ci! 
brarenienrs of Iiicome. 'I heje arnouiits rotaled ST; 
inlilion and S T 1 . l  illiilion [or uie year5 riidr'd Dei 31. 20U3 1'002 
and 2001. respecrivel!. Franchise fee> and grubs receipt [&\e> 
payable by in?  reguiared titllities are included 3.; nri eupenbe on thr 
Consolidated Statemenrs of lncume ii i  "Tues. other d i m  iiicoine " 

For uie wars  ended Dec. 31,2003. 2002 and 1001. these roialed 
ST7.5 nidlion. 5-3.: million and S71.0 milliori. respectit el\,. 

Asset lmpairments 

niillioii. S-3 8 

Effective Ian. :, 2002.TECO E n e r n  and lis stlbdiclrieh adopted 
4, .Accoiiriririghr r i i p  ltilpoiririctir or L l ~ i \ ~ o ~ i  c,l'Loiig-Ltiwi 
ivhich superseded F,iS 121, .icc-oi,nririgfor r i i t '  I i t i p m r t w i i r  

o~Lot!g-Lii,riirlsi.rs oiid Lotig-Lii~eti.Aucrs ro beL)rspo,sed OJ FAS 
144 addresse.; accounting and reporting tor the inipairineiii or dis- 
posal of long-lived assets. including the disposd of n coniponenr 
or a business. 

In accordance ivirii F.iS 144. the crimpm! asbebses iviierher 
there has been a n  impriiriiienr of i ta  long-lived ,ih.;er\ rind certain 
iiii,iiigilile~ held ;ind u w d  I)!, [he coiiipint .  {vlieii L I L I C I I  imp;iirnieni 
iiidicarors eusr. Duriiig 100.3 certain w e i i [ s .  iiicludiiig inarket 
coiiditions. uiiru-parn actions. operating re\tiIi,\ aiid clinnjics in 
thc coiiipaii! 5 ioiig-rcrni straiegx pian h a w  uccurrcd. requiring 
~ i i ~ i i ~ a g e i ~ i e i i :  io assess tlie llhrilliood of an iiiipairnieii[ for ceriaii 
long-lived ;issers aiid certaiii inraiiaiiiies l ieid aiid used h!. the 
Lo!iiprin!', iiidicarors (it  iinpciirmenr e\i\ied for crrrain ' 1 5 ~ 1  

group.. iiicluuing long-rerm rurbirit, purch;ise conrr ; i~ ' t~ .  finire- 
l i t 4  ii:r,inpih!e asreti and  inerclimr poi\er plaiirb rriggvrii i i :  a 
requirement to ascertain the recoterdiiliy of t h e e  assets using 
uiiaiscouiited cash tlotvs beforc iiireresr esperisc. h e  Sotc  10 for 
specific d e m s  regarding riir result, ol rhese asseamei i [ s  

Deferred Credits and Other Liabilitie5 

rerirenirnt benefit liahilin.. the pen\i(iii l i d i i l i [ i ,  uefeired p i i n \  aiid 
rile ~ i a h i i i ~  tor tuture cuiitraci adjucrnienr paymen[\ rclared I O  thc. 
niandaroril! convcrriblc equin' \ectiririI'\. 

Stock-Based Compensation 
TECO Energv ha5 adopted uie disclowe-ciiil! prcivi~ioi i i  of F.i5 

12:i .ictiiiirii~iig,ror .jiod-Rn.jztI Cotiipmirioii,  i i t i [  ; ipp l ie5  
.Accotinring Principlei Board Opinion So. ( A P R ,  25, ?ccoi/tiriiigfor 
Sruck h u e d  ro € t i i p i o w c ~ ,  and related iiirerprereric~iis i i i  account- 
i i ig for 115 stock-based compensation p h i .  See h'ore 9 lor thc prc 
forma impact thai the application uf die recognition pronsions of 
t i 5  123 would have oii reponed iiet uiconie and  earnings per 
share 

Other drierrrd crediis priinxil! iiiclude [lie ; i ccrwl  p c i b t -  
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Effecrive Ian. 1 .  2003. the compmy adopred F i S  148 
.-\ccoiiiiririgfor S i o c k - B u d  Coiiiurtwniioii-~ra~i.~ir~~i~ d m j  

DtiilosurL', 01: o i ~ i e i i i i i i i ~ ~ i r  qfF45'6 ~rortwieiir Yo :3 This s x n -  
dard amends F.4S 113 io pro:iae d r e m a w e  nitmod. o i  rrai>,<i:ioii 
ior companies that voiuntariI.5 change I O  the [air due-base6 
method of accounting for sroch-based enipio!ee conipensauon. 1; 
dso requires p r o m e n t  discluiure about the eft'ecrz on reponed 
ner income of the companvs accounring polic! decision\ \ t i :n 

respect to srock-based employe  compensanon in both annual 
and inrerim financid starementi. Tie adoption oidie  disciosure 
proiisions o f th i5  standard did nor h a i e  a marerid impacr o n  uir 
cornpan! '5 financial posirion. 

Restrictions on Dividend Pa)ments and Transfer of Assets 
Uiudend, o n  TECO Ei ie rFs  common stoA are dec iard  and 

I m e  discrerion rii i t)  Board of Dirrcror. The priman coiirce. 
o! xi ids  I O  pay diiidends oii TECO Energ; s c o m m o n  stock :ie d ; \ .  
ideiiuz ana oLier disrribuuoiis trom 115 operaung companies 
TCCO EnerFs  5380 mihon note indenrure conrailis a covenant 
thar requires die compm! ro achic\.e cenain inrerest coverage le\,. 
eis in order to pa! di\idends. TECO Ener$s llerrill L \mn  credir 
iacdin coiiraini a coveiianr diar could Iimr the pa!menr of d in-  
dends exceeding 5-10 million in an! quarter under cenain circum- 
stances i f  me iacilin is dra\\T. Tampa Electrics firsr mortgage bond 
indenrure and certain long-term debt at PCS conrain restricrioiiy 
h a t  l i m i r  the pabmeiir of diiidends and distribuuons on Lie com- 
mon stock of lan ipa  Elecuic. l ampa  Elecrrics %St moiigage bond 
indenrure does nor linur Ioais or advances. .is of Dec. 31.2003 and 
2002. the balances restricted as to trmsfers froin Tampa Elecrric to 

TECO Energ. under h e  firs1 inongage bunds \\ere 3°C and 20', 
reypectively. of consolidated common equ in  Tampa Electrics ne\\ 
credir facihries inciude a covenant limiring cumdative disrributions 
aiid ourstanding ahiliare Ioai is. 

Iii addirion, TECO Di:.ersified. liic., d \vholl!-o\\ncd subsidian. 
ofTECO ErierQ, and the holding company for TECO lransporr. 
TECO Coal and TECO Solurions. li;:h guarantee relared ro a c u i  
juppl:: Jgreement char Iiinits h e  pa!menr ur'di\ideiids to i t s  coni- 
moii .;hareholder. TECO Energ ,  bur d o t s  not Iiniir loans or 
advances. 

Srr Sotes 6, i and 20 tor a iiiore detailed description oiaigiiifi- 
cant financiai coveiianrs. 
TECO Eiierg. holds the r ight  to defer payments on Its subordi- 

nated n o w  issued iii connecriori i\ith [ne i j sua~ice  of trust pre- 
ierred seciiriries b! TECO Capital Trusr I orTECO Capirallrust I!. 
Should the conipan!' exercihe this right. ii ivould be prohibiretl 
from pa)ing cash diiidends o n  its coiiinion sroch unril the unpaid 
distributions on the subordinared notes are made. TECO Energ, 
has not exercised that right. 

Foreign Operations 
The funcrional current!' of the company's ioreign invesunents 

is primaril!, the U.S. dollar. Tr;insactions in the local ciirrenc!' are 
remeasured to the U S .  doiiar for financial reponing purposes. Tlic 
aggregate remeasureineiit gains or losses included in net iiicnnie 
in 2003,2002 and 2001 \ w e  not significant. The foreign invest- 
iiieiits are generally prorccred from any significant currency gains 
or losses by die terms of die poiver sales agreements aiid other 
related contrilcrs, in ivhich payments are defined i n  U.S. dollilrs. 

Reclassifications 

the currenr year presenratioii. Results for all prior periods have 
been reclassified from continuing operations IO discontinued 
operatioiis as appropriate for each.ofthe entities as discussed in 
Note 14. 

Certain prior year amounts were reclassified IO conform \\iih 
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2. Derivatiites arid Hedgrig 
From ume to ume. TECO h e r 2  and its a f f i j i xez  enrer iIiii: 

ti;ure,. ionvardz. s\vap, and opticin con:rac~> io; uit' io!i~i\ . ing 
purposes.  

0 To limir the esuoaure io price fiucruarions tor piivszal pur- 
cliaseh and sales o i i i a tu r i  &in ihr course I!: iiorriia! optar2- 
[ io i is  ar Tmip; Electric and PGS. 
To l imi t  the exposure to interest rare l;ucruarion.G 01: dcbr 
ibbuances at TECO Eiierg, ,Inti 115 other nf i l idte> 
10 \!mi[ me expoailre to eiectricn ii;jtiiid! ;A> anci flue! 01: 
price ilucruarioiis rrhreti to rhr operliuon.. ill ixturLi i  $a i> .  

ilrrd and turl oil-fired poiver pian[> a: TI\.(;. aiiid 

TU liinit the esposure to price !lacr:i:irion> to: iniiisit.2; pur. 
ciiases of fue l  a; TECO lraiisporr. 

TECO Eiicrg m d  its afiiliares usc deri\'ar!\cs oil;) to rcduce 
noriiia operaring and marker rick>. not toi q ~ t ~ i ; i r i . ~  t' pi:qio>e> 
The compan!'~ p r m q  ohiecui e in tising derii,liri\ e iiisrruiiient~ 
for regtilared operations is IO reduce [he inip;icr of n i x k t  price 
vciiarilin o n  rarepaver,. For uiireguldted opmr io i i j ,  tiir cornpan\ 
uses deritariie insrruments primaru! to  opiiinize thr  \ i u e  oi 
pliysicd assers. including generarion capacig iiattird ga\ prodtic- 
tion. and narural gas deliwry 

The risk nianagemenr policies adopted b! TECO Eiierg. pro- 
tide J framework through \v.hich inanagement inonitor5 ~ a r i o u s  
risk exposures. Daily and  periodic reponing of posirions and other 
relevant metrics are pen'ormed by ;I centralized riA managemenr 
group bvhich is independenr ot all operaring companirh. 

The company applies rhe proiisions of F;\S 133. ,AccoidriruigJor 
Urriinriimr lusrritrtierirs mid He~~irig.Scrii~iries. The standcud 
requires compaiiies to recognize derivatives as either assets or lia- 
bilities in the financial siatemenrs. to nieasure those instruments 
i i r  fair value. and to reflect the changes i n  tlie fair value of those 
insrninienrs as  either components of oiiier compreliensi\e 
iiiconie :OCI# or i n  net income. dependin: on [lie desigiiaiioii of 
tlio5e iiiitruineiits. The chruiges in fair value rliat art' recortted in 
OCI are nor immediately recognized in ciirreiit net inconic. A s  t h e  
uriderl\.ing hedged trmsacrion ni;itures or the pli! sical conimodi? 
IS deiiveied. h e  deferred gaii i or tlie loss on the relared hedging 
in\rrumeiit mu>[ b t ~  reclassified froin OCI io e;iriiiiigs bared on i t b  

value ;it the t i ine of its reclassifcarion. l o r  eflecrive hedge transac- 
[ ions.  the aniotiiit recldssified troni OCI ro exni i ig i  is offset i n  net 
incunie by  the amount paid or receiwd on rlir underlying pl ipicd 
irlinsactioii. Addiriondly. aniouiirs dctcrrcd i i i  OCI rclatcd to an 
eifecti\.c designated cash flo\\ hedge must bc recl'isbified to cur- 
relit earnings if  the antlcipated hedged triliisiicrion is no loiiger 
probable of occurring. . i t  adoption on Ian. I ,  2001, die company 
hiid derivatives in pl;ice at TECO Codbed Slethane that qualified 
ior cii'ili no\v hedge accoiinuiig rreatinieiir uiidei F.4S 133. aiid 
recorded <in opening swap Iiabilin of S 1 Y . O  niilliuii and a n  a h e r - t a  
reducrion 10 OCI ofS12.6 nliilion. TECO Coalbed Slctha i ie  \vas 
s u b m p e n r l y  reclassified to disconrinucd opcrations. reflecting the 
Decenibei 2002 sale of h e  coiiipaii? s iiivesrineiit in tlie enti?. a h  

discussed in Sotes 14 and 21. 
.At Dec. 31, 2003 and 2001. respecti\el~,'I'ECO t n e r m  a n d  i ic 

aff i l iates tiad derivative assets \current iind noli-curreiitr totaling 
S2I  I millionand 512.6 million. and l iabil i t ies ,current and nuii- 
current1 totaling 512.0 niilliuii and  S4.l niillion. .AI DL'c. 31, 2003 
and 2002, accuinulared other compreliensiw inconic iOCI: 
included 54.3 million and S32 4 niillion. respectively. of unrealized 
afrer-tax losses. representing [lie fair value of cash floh hedges 
\\.hose uaiisactions \vi11 occur in the furuie Included in OCI at  

Dec 31. 2003 is an unrealized after.ra lobs of S l 4 . 6  niillion o n  



interest rate sivaps aesignared as cash f loiv hedges. reflecting the 
remainin? amounr included i n  OC1 related ro cash flo\\ hedge, fur 
the period preceding the expected disposition ofTPGC ,see Xoie 
14, .  .At Dec. 31. 2002 the unreallzed afrer-tax loss of S37.3 rulhon. 
included in OCI. represented the company's propomonate share 
of OCI ai TPGC. in accordance \nth the e q u q  merhod ofaccount- 
ing . b o u n r s  recorded in OCI reflect the esuinared f a r  value of 
denvarive tnstrunienrs designated as hedges, based on  marker 
prices as of the bdance  sheer dare. These amounts are expected to 
fluctuate nith movemenu in market prices and may or may nor De 

reallzed as a loss upon fume reclassification from OCI. 
For the )ears ended Dec. 31,200;,2002 and 2001. TECO Enerr? 

and its affiliates reciassified aniounrs from OCI (excluding c e r t x i  
rrciassiiicarions for iiireresr rare s\vaps descnbed belo\\ ,  %and ret- 
ognized net prr-tax losses ot 512.6 niillion, S29.0 million and S 1 Y . T  
inillion. respectively. Aniounts reclassified from OCI ivere priinari- 
ly relared ro cash f l o ~ v  hedges of physicd purchases of natural pas 
and phywal  sales of electricin For rhese c p e s  of hedge reiarioii- 
ships. the IOSS on [he derivative. reclassified from OC1 to earnings. 
is offset by rhe reduced expense arising from lo\ver prices paid or 
received ior spot purchases of natural gas or decreased revenue 
froin sales of elecrricin.. Conversely, reclassification of a gavl from 
OCI to earnings is offset by die increased cost of spot purchases of 
narurd gas or sales of electricin. 

.is a result 0 1  ! the .ruspeiision o i c o n s r r u c t i ~ n  on tlie Dell and 
Jlc.-\dams poiver planrs ai n\'G in 2003 and 21 tlie muntenance 
dctn'tr!' on the Frontera Po\\er Stauon at  ~II1.G in earl! 2003, [he 
company discontinued hedge accoun~ing for purchases of naturd 
pas aiid sales of eiecrricin \ \  hicli were no longer anticipated io 
t k e  place i \ i rhin nvo months o i t h e  originally designared time 
period for delivery. The discontinuation of hedge accounring 
resulted in a reclassification of a pre-tau gam of 50.2 million from 
OCI to eariiings. reflecting die fair v a l u ~  of the relared derivarives 
as of die disconrinuation dare. This gain is included in the net pre- 
tax loss reported aboie tor ?U02. In addi.jon, as n result of the des- 
ignation ofTPGC as an asset held for sale. the coinpaiy concluded 
that the hedged inrerest expense for periods beyond the expected 
disposirion dare are no longer probable. ,is a resiilr. tlie company 
reclahsified a p r e - i a  loss of 563.8 niiilion [S-ll . j  niillion afier I& 

froin OCI l o  iiicoiiie Irom discontinued operations {see Note 1 1  
Gain5 w d  losses on these derivative instruments. subsequenr to 
the discontinuation of hedge accounring rreatnienr. \yere recorded 
in rarninga. 

Based on the fair \,due oicash llniv hedges at Dec. 3! .2003.  
pre . tu  lo ses  ofS9.U inillioii are expected Io be reversed from OCI 
to rhe Consolidated Sraremeiits of Income i\ithin the n e u  nvelvr  
months. However. these losses and odier furure reclassiticaiioiis 
from OCI \dl tluctuare hith movements in the uiiderlling marker 
price of the derivative insrrumeiirs. The compaiiy does not cur- 
rently have my cash flow hedges for transacuons forecasred to 
rake place in periods subsequent to 20015. 

rrilnsactions in place to hedge gas storage i i iwnron  thar qtidih 
tor tair value hedge accounting irearment under F.AS 133. Dtiriii: 
the years ended Dec. 31. 2003, 2002 aiid 2001, respectively. the 
company recognized pre-tax g a n s  (losses1 ofS!1.3; million, Su.7 
million and S0. l  mdlion. respecrively. These gains and losses are 
included i n  discontinued operations as a result of die expected 
sale of Prior Energ. (see Kotes 14 and 21) .  See Note 23 for derails 
regarding the subsequent sale of Prior Energy. For the years ended 
Dec. 31.2003. 2002 and 2001, respecuvely. the coinpan). also rec- 
ognized pre-tax losses of 56.5 million. 52.4 niillion and $1.5 inil- 
l ion relating io derivarives thar were nor designated as either a 
cash flo\i.or f a r  value hedge 

,At Dec. 31,2003. Prior Energ ,  a subsidia? ofTECO Energ;. hiid 

3. Goodwill and Other lntongibk Assets 
Eiiccrive Ian. 1, 2002. TECO E n e r p  and 115 subsidiaries adlipred 

F.45 l-l!, Bu.wit'S.i Corniwinrioru.. m d  F.4S 142, Gooti!t'!id umi (Jr/iLir 

l\irti\ipbh'.4iim- F,iS 14 I requires ail business combinations i n n .  
area aiier lune 3 0 . 2 0 0 1  Io be dccounreii tor using tne purchase 
method of accounting \\it11 the adoption of FAS 142, g o o d ~ i l l  15 

no longer subject to amtiruxition Radier. gooLii\d and intangible 
assets. with an indefinire hte, are subiec! lo dn aiinUd a ~ s K S ~ l l l ~ i l !  

for inipurment by appl imp a fur-vaiue-ba>ed re>:. Inrmyihie  
ashets {nth a measurable i i d i t l  life are reaiiired IO h e  aiiiorrijed 

.is required under F.AS I42 Gouciic i i:  rimi Or/iiv / t i r ( i r i p i l i t ,  

TECti E n e r p  reii?i\5 recoraed paod\i.ill ;iiia iiirnngiI>lr 
assets at Iezst  annually ior each reporring m i :  Reponing iii1ir.s are 
gciieril) determined as onr levei beiov; (he operanrig scgrnmr 
level:  reponing uiiirs \vi& siniljar characierisrics are grouped tor 
the puruose of derermining the impairment. if an!. oi pood\idI aiid 
odier intangible assets. The fair value for die reponing i 

ated is generally determined using discounrrti cash !lo\\ 
priate for the business model of each significaiii proup ( I  

\ \ ithin each reponing unit .  The models incorporare as~tiinpti~ii is  
relaring to furure results oiopcrations Ilia: 'ire based on a coiiibi- 
nation of historical experience. fundamental economic a i i a l y s .  
obsenable  marker ac tn in  and iiidepeiideii: niarier studies. 
Ilanagernenr periodicall! revieit, and  adjusts the dssiimprions. a b  

necesssn,  t o  reflect current inarke: conditions arid obsenable  
scri\iy. l i a  S ~ K  is expecred in the near terni o r  a similar rransac- 
[ion can be readily observed in  the markeylace. then h i s  intorma- 
tioii is used b!. management io estitnate the tair valuc of die 
reporring unit. 

;is a resulr of die consolidation ofTPGC. effective Apr. 1.  2003 
(see Note 121. the completion a i d  commercial operauon of r h e  
Union Poiver Partners IUPP) plant in  lune 2003. and the terinina- 
tioii of the partnership \n th  Panda Energy in lune 2003. manage- 
men1 initiated a n  interim revieiv lor the possible impairment of 
g o o d d l  associated i t i t l i  n V G ' s  reporting units Thih ev;iluxioii 
indicated diat an impairment of good\vill e . u w d .  .\ccordingly. the 
fair value of [he reponing unit \vas deterniined. in accordance \nth 
the poiicy described above, to calcdare the good\\dl impairment. 
Conseuuenrly. the coinpan!. recorded a p r e - i u  impairinriir charge 
in  june X O 3  of S Y j . 2  million lo \\-rile off all of the guod\\ill pre\i- 
ously recorded ai  thebe reponing uni ts  based on the implied fair 
value of the goodivill for each resprcrivr reporring unit. This good- 
\\.ill arose ironi the pre\ious acquisirions of die Coinnion\vealdi 
Chesapeake potver srarioii in \'irginia and  rhc Frontera poiver sra. 
tioii i i i  lexas. n V G  has no remaining gooditill 

In connecrion \ah the anmid guodwill asw\mient.  die com- 
pany deterniined thaf the gocd\vill recopillzed And associated with 
TECO E n e r p  Senices, relating tu BCH Ilechaiiicd and  K;\, was 
impaired. The company recognlied a gaotiivill inipairinenr pre. 
ILLY loss o t  S 19 1 million. .\dditionally. goodivill of SY.6 million 
related to Prior Encrg. has beeii reclassified to ':~\jicts held for 
d e "  , > r e  Soies 11 aiid 23.  

The amount  of intangible assel) recorded i i i  "tidier : i b w r s "  ai 
Dec. 31, 2003 ;ind 2002 \vas 51.9 iiiillion and 512.6 i ~ i i l l i o i i .  re5pec. 
tiiely [ n e t  of accumulated ainorrizarion in 2002 0 1  513.3 niiliioni. 
For the years ended Dec. 3 I ,  2003 and 2002. rile conipcln!' recog- 
nized ainortiLiltion expense of 54.7 mljlioii and 523. I millioii. 
respecrivel!. TECO Energ, expects ro recognize aniortizarion 
expense of 50.2 million each year for 2OU-l-2UOY. 

to an indefinite-lived intangible asher arising from gahificarion 
technology licenses held by IT'V'G and a long-terin ciistomer 
arrangeinenr at BGA. However. in 2003, due  to changes i n  inan- 
agemenr's long-term strategic plan and the expected disposal of 
BG.% a pre-tax impairment charge of S R .  1 nitllion w a s  recognlzed 
to \\-rite off the value of these intaigible assets. 

inrangible assets ar Dec. 3 1 ,  2002 included SX. 1 million relating 
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The pro iorm;i reconcuiation of reported n e t  inconir and  eari.!- 
inps per .tiarc io adiu>rec I i K I  iiiconir eiciudin: e o o a n i ~  amorri- 
zatio:: eapensr for the year< ended Dec. 3 ; .  2003. 2002 and 2001 
Ioilotvc 
Pro Forma Efiect of F.4S 112 Adoption 
i m J i i o ~ t i .  escea! uer i i inrear i iounrs '  ZVL'.I 2002 -7Oii: 

Set (lossi income: 
.As reponed S(909.41 S 330.1 S 303.- 
.Add: Goodt\ili amoruzed 

ner of r a  - 3 -  

.Adiujtea lie[ du>>l iriconir Sf909.1 5.2311 ! 5 30-.4 
Earnings per share - basic: 

.is reponed S (3.05; 5 2.15 5 1.20 

ne[ of IL\ 0 113 
.Aditisred basic earning?. per snare S 13.03; S 2.15 5 2.13 
Earnings per share - dilured: 

is renorred S i3.031 S 2.15 t 2.24 
Add: Goodi\ i l l  amcirtized. 

.Add. i;ooaitill amortized 
- 

- ne; oi  [a. n n.3 
.Adiusred duuted earnings 

per share S (5.05) 5 2.15 S 2.2-  

4. Regulatory 
.is discussed in Xote I .  Tampa Elecrric s aiid PGS retad busi 

nesses are regulated b!. the FPSC. 

Base Rate -Tampa Electric 
Since die eupiraaon. i n  1999, of agreements enrered inro in 

1956 \\it11 Florida's Ottice o f  Public Counsel fOPCl and the Florida 
Indusrrid Pot\er Users Group IFIPUG;. \t,hich ivere approied b!. 
tlie F1'SC.Tampa Electric is nor tinder a ne\v stipulation to srabilize 
prices i v l i t le  securing fair earnings opportuniues. T m p a  Electric's 
r a e s  aiid allo\\.ed return o n  e q u i n  :ROE1 range of 10,:: percent to 
1 2 . 3  prrcent tnrh li inidpoinr of 11.75 peiceiit x e  in effecr u n t i  
>iicti r i m e  '15 changes are occasioned by an agreement approt.ed 
b! riie FPSC or other FPSC acrions as a resulr of rate or otlier pro- 
crediiigs iniriared hy Tampa Electric. FPSC staff or other interesred 
parries. Tampa Elecrric eipecrs to coiiriiiue earning \tithin its 
dowed  ROE range. 

Tampa Electric has nor sought a base iate increase to recoter 
the invesrinenr iii [he Bayside Poicer Stauon. ofrvhicli phase one 
enrered renice in .April 2003. 

Cost Recoven-Tampa Electric 
2003 Procedirigs 
In Feoruaq. 2003. Tampa Elecrric fded a request for an addi- 

tional t iel  cost adlusrnient of almost $61 million due to continued 
increases in die cost of natural gas and oil and tile plan IO phase 
out Ganiiiin Units 1 through 1 in 2003. In Xlarcli 2003. die FPSC 
approved Tampa Eircrric's netv fuel rates as \\,ell as ne\\' tiiei rates 
for the odier peninsular Florida invesror-ot\ned iiriliries. 

In Sepreriiber 2003, Tampa Electric filed with the FPSC for 
approval of fuel and purchased poiver. capaciy, eiiiiroiimeiital 
and consen-auon cos! recover) clause rates for die period lanuan  
through December 2004. in  November 2003, the FPSC approved 
Tampa Electric's requested changes. The resulting rates included 
the impact of increased use of niirurd gas at the Bayside Po\<er 
Starion. the collection ofapproumarely S91 million for under- 
recovery of hiel expense for 2002 and 2003, and esriniared water- 
borne transponarion rates for coal transponarion senices (see 

Sore 17 
merued  % r  >'i\iiig> rroni snurriiip uo\\n cnr Gmiior, ~ t ~ i r i o r - ,  car, 
er char, oripnallv planned \cnich the FPSC a.;>ened penerdrec 
operation.; ana inmtenance  wt ings  T h e  nrei iiiciiidc proiccrcd 
cosrs associared \+ih r r i~ i ronmrnra l  proiecrj required under m e  
Entironmenrd Prorecuon .Ageiici EP.4 Consenr tlecree and the 
Florida Depmmenr  orEn\ironnientd Prorecrion FDEI' Conmi: 
Final lucpmenr see Sore 20 tor addirior:al uetailq re;ardiii; tncse 
en\ironmrn:al marrrrj 
lo\\'ance \ \ere recupntzed in 2003 

Tampa Elecrr:c fied 1:s obieciion t \>  thr d i z i , ~ i \ \ a i i ~ ~  o! rht' 
recoten of the S8 1 million and a motion a.;lin; the F I X  io  

reconsider 115 decision because dJ faits and latv \ \ere nor take:: 
into accoili::. The motion iv2.i filed on laii ti. 2 ! U .  ;tiit: a t iek' isior, 

on rh!b marrer is e y c r e d  in the first qu'iner d :!IO4 
.As part o i the  r e p l a t o n  procebs. i r  15 re;ibrinabiy i i k l \  rh,:: 

third pame, ma!' inrenene oii U i i b  or sini i idr  ni;iiter.; in the  tctiirt' 
Tne conipaiii' 11 unable [o predict rhc timing 1i;iturt' o r  impact 0: 
such h r u r e  acrioiis. 

Tne FPSC uid not ~ I o M ,  recovey of SS 4 

The cos;s associated \ \ i r f i  u i i b  d ~ &  

Base Rare - Peoples Cas 

its senice riirr5. The requesred rate> \ tnt i ld h;i\e rr\iiired in ;I 

S X . 6  million annual base rzt'enue increase, rei1rc:ir:g ( I  ROT. mid- 
point of 11.;5 percent. 
On tlie dare oftlie FPSC liexiiig PCS agreed to a serrleineiii 

iiirh all panies involved. and d final FPSC order \vas granted 011 

Dec. 1;. 2002. PGS received authorization I O  increase aii i iud base 
revenues b> 512.05 million. The ne\\' rates diuw for an  R O E  range 
of 10.25 IO 12.25 percent \ \ i t h  an 11 .25  percent midiwinr ItOE and 
ii capiral srrucrure \\Irh 57 13 perceiir equin.  Thr iiicreasr \ \en! 
inio eeect on Ian. 16. 2003 

Cost Recoven - Peoples Gas 
In Soveniber 2003. rile FPSC approwd r a r e  under Peoples' Gas 

Purchased Gas .Adjusrnient i K A ,  cap factor tor [tie period laiiuaq. 
2004 through December 2001. The PG.4 15 a iscior dicit ciin \.an. 
inon:hly due 10 changes in ;ictual iurl custs bur I \  nor anricipared 
t o  eiceed rhe annual cap 

Other Items 

On lunr 2: ,  2001. PGS t ied a petirio:i tvirh :he F I X  io :ricrt'dst' 

Coni Trtir!sporiariori Corirrcirr 
Tampa Eiecrnc'b coiitrnct toi coa! trmsporrauoii m d  siorage 

sert1ce.i \\ih TECO Trcinsporr eipired o n  Der.. :i I ,  2(1t1:1 I n  lune 
2003. 'lampa Electric i ss i ied ;I Requesr t o r  liropus;il ' R l ~ l ) ~  i o  
potential prcitiders requesting senices for ilie next rive years The 
rrwit  of the RFP process \vas the executiuii ot a ne \ \  coiirract 
benveen Tampa Electric and TECO Transport icirti market rates 
supported b!, uie results oithe RFP arid ai1 independcnt consult- 
ail: in maritime rraiisportation niarrers. Ttic prtidciice of the HFI' 
process and find contract is especred tu  be rei it.\ved hy the FPSC 
in lla!.2001. i\itli  a decision expected i i i  July  2004 

l?opuiio/ Tr(iJi.srri issiori O r p  r 1 iaiiir iuri IRTO, 
I n  Ocrober 2002. rlie RTO procejs iniulimg [lie prripciscd for. 

niaiioii of GridFlorida LLC. as initiated in rccponsc IO rhc Federal 
Regu la ron  Commission's IFERC'S contiiiuing d o n  io affecr oprn  
access to rransmission iaclliries in large regioiial niarkrrs. \+'as 
delated tvheii the O K  filed an appe.11 i v i t l i  the I-loritla Suprenie 
Colin aswrring b a r  the FPSC could riot relinquisli i r z  lurisdicrional 
responsibili? to regulare die lOUs and  die ;ipprovd of C;ridFlorid;i 
\\uuld result i n  such a relinquishment Oral arguments occurred 
in \lay 2003. and the Florida Supreinr Court d i m i w d  uie OPC 
appeal citing char i t  \vas premaiure because certain porrioiis of &c 
FPSC GridFiorida order are nor final 
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In Septemoer 2003 a ioiiir meeting o i lhe  FERC a n d  FPSC rook 
place ro aiscuss \vhoksae  mcirkt and RTO issues relared io 
GridFlorida and in particular iederd srare inreractionb The FPSC 
nas scheduled a series oi col1aborani.e meerxgs  iarh all inreresiei 
panies and upoil h e i r  conclusion inll set items tor nearin, 0 ana a 
nearing hcneaule. This is expecred to occur ihrougnour 2004 

Regulaton. Assets and Liabilities 
Tampa Electric and PGS maintam their accounts in accordance 

i\ith recognized policies of the FPSC. In addition. Tampa Electric 
maintains its accounrs in accordance iu:h recoyitzed policies pre. 
scribed cr perniirted by tne FERC. Thew policies conform itith 
generail\ accepted accounring principles in  ali marerid respect, 

Tampa Elecrric and  PGj appl!. the accounting rrearnienr per- 
mitred ti;,. F.4S y ; ,  ,iL,:oiijiriiighr r i i c , € f r ~ s  ofCerr(ii/i j':i/1t7.< 

Riqiii47riori. .Areas of applicabilin. include deferral oi reienurs 
unaer approi'ed r e p h i o n .  apreeinrnrs: rei enue recognition 
resuiting rrnni cos[ recoven clause5 inar  proiidr ior nion;hl! 
billing charges to reflecr increases or decreases in fuel; purciiased 
poi~e:. coiiseflarion ana eiiiiroiirneiiral cosrs: and deierrd of cosrz 
as repuialoy asaets. when cos1 recoien is ordered over a period 
longer rhan a fiscal year. to the period that  the r ep la ton .  agency 
recognizes them. Derails of die regulatory assets and  liabilities as 
of Dec. 31 I 2003 and 2002 are presented in the folloi\ing table. 

Regula ton .bse ts  and Liabilities ~mi/!iojis~ 

Ucr. 3 :, L'OO3 -1Gl)L' 

Regulaton assets: 
Krgulatoi?, [a asbe: S 63.3 S X I 1  
Odier. 

Cost recoi'eg. clauses 59.7 31.; 
C o d  conrrilcr huh-our - 2.7 3 ;  
L)errrretl bond refinancing cost5 32.2 35.9 
Ennronmenrd remediation 20.7 20.3 
C0mpetirii.e rare adlusrmenr 5.3 7.1 
Other 4.4 1.6  

125.0 108.3 
.lord r e p l a t o n  assers S188.3 51632 
Regulator) liabilities: 

Regularon. t~ liabilin. s 29.9 s 36 1; 

Deferred alloivancc auction credits 1 .Y - .  
Recoien  clause related - 7 7  

Eiiiironmenrd reniedi'irion 20.7 'U.3 
Transmission and distriburion 

storm resene  40.0 36.0 

.Accumulated reserve - cost of removal 462.2 110.6 

Oilier. 
') 1 

Deferred gain on propery  sale5 ' I .9 0.9 

Other 3.6 - 

Toni re~?hron, liabiliues S 560.2 S 538, 

5. Asset Retireinem Obligations 
011 hr. !, 2003. TECO E n e r p  adopted F.U 143 ,iL.t,ourl:ir:g 'or 

ociared i\im c e m i n  long-livra as5er.i 
.A..w: H c w m t v i r  Oiii!gmo~u The compan! recognized Iiclhilirie~ 
io: reriremeni cibliparion 
in accoraance itih the rriei an: accouiiriiig y i a m c e .  +, asser 
rerirenienr obiigarion to: 3 loiip-iived asset is recugiiuea 3: fair 
vzue ar inceprioii of rlie obligation i f  mere 1:. J iep,d obiipatioc 
under an easung or enacred i a i v  0: s ia tu t~ ' .  a i\Tirtcii or o r i  con. 
trac:. o rb )  legal construcrioii under the doctrine I): prvmiz.wn 
estoppel Retirement obliprioiis are recogniied o : i ~  i t  tiie iegd 
obiig;ition eusrs in connection nith or A ,I resul; oi rhr periii.iiit~~: 
retirrnienr. abandonmrnr or sale oici long-i i ied a w r .  

\\hen the Iiabilin II inirialii. recordec. the carmiip Jii iosnr o1 
rnc  relared long-lived aswr 15 corresponaiiiglv incrcaici: O\ c': 

rime. rlie liabilin is accrered I O  its future value The correapoiidirip 
amount c q t d t z e d  ai inception is deprecicired o i  er me iciiimiiiig 

usehi lire of the asse: The hh l j i n  mu\i he re idued  edci i  lieriiic 

based on  currenr maker prices 
TECO EnerT  has recognized asser retirement olilisation\ t o r  

reclaniarion and site rehroration obligarioii~ principally ~ ~ w c i a i e d  
inth cod mining, storage and  rraiisfer iaciliries Tlir nia!orir\' of 
obhgauons arise from eniironnieniai reniediation 2nd rcsroratioii 
actiLities for cod-related operations. Prior io t h e  adopi io i i  of FA5 
113. TECO Cod accrued reciamarion costs for such acrivirie>. Foi 
TECO Cod.  rhe adoprioii ofF.iS 113 modifies [he i~aIuarioii and 
~iccmuiil merliods used to est imate the fair v d u e  oins ie i  retirrnient 
obhgauons. 

As a resulr ofthe adoption of F.iS 113. TECO EiicrT recorded 
ai1 iiicrense to net propern,  planr and equipment oiS7.8 mdlion 
.ne[ of accuniulared depreciarion of s6.b niillioii! and aii iiicreabe 
10 asser retireinenr obligation5 ofS22.1 inillion pamail!. ofiser by 
preiioiisly recogiiized accrued reclamation obiigsrions a5aociated 
iiih cod mining actiiities of 512.3 million. ,A p r e - t a  charge of 
51.8 million net of a SO.? million ofiser due to a rejiulaton asset ar 
Tampa Electric. ( S 1 . 1  million after 1 ~ x 1  \ \ a h  recognized as a change 
in accounting principle. 

For die year ended Dec. 3!. 7003. TECO E n e r c  recognized $1 2 
mLUion of accreiion expense associated iiirli asset retiieinerii ohli- 
garioni. Diiriii: this period. no neiv rerireineiii ohI i ,~ : i r~o i i~  kcere 
incurred and  no significant reiisions to estiniated cacli I lo ivs  used 
in determining the recognized iishet rerireinent oliligarions ivere 
n e c r s s a n  F.AS 1-13 i t a s  not ef1ectii.e for [lie years ended Dec. 31, 
1002 and 700 I .  

.\s regulated urilities, Tampa Electric and PGS musr file deprcci- 
arioii and disirianuemenr srudies periodicail!, arid receive approvd 
from the FPSC beiore iinplemeiiring neit depreciarioii raieb. 
Included in approved depreciation rates is either ail iniplicir net 
salvage factor or a coqt of removal factor. expressed as a percent- 
age The net sahage factor is principally comprised ot r w ( i  compo- 
iienri--li salvage facror a i d  a coqt of removal or disinanrierncnt 
lacror The company uses current cost of removal or disnianrle- 
iiieiit I.ictorz cis part of die estiniarioii niedioti i o  ;ipprosiriiare [tie 
ainoiiiii of cob[ oi remoi.al in nccuniulated dcpreciJiion. 

Upon ;iuop[ioii of Tis 1-13 ai JLiii. I 2OO:i. rhc esriin;iied I I C C U -  

iniilated cobt rif removal m d  dis"tlenieiir included i n  i i e i  accu. 
mulared depreciation ;IS of Dec. 31. 2003 and 2002 ofS1G2.2 niii- 
lion and S110.6 niiilioii respectivel!. \vas recla>iiiied to a regulate- 
n iiabilin for dl periods presented (see alio Sote  4 , .  For'lnmpa 
Electric and PGS, h e  original cost of utiiin plant retired or other- 
i \ i b e  disposed of and die cost of r e m o l d ,  or dismanrleinenr. less 
salvage value i b  charged to accuinulated depreciarioii a n d  the 
accuinulared cost of renioval r e s e w  reported a h  a regu1;iroi-y lia- 
bilin, respectively. 
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6. Short-Term Debt 

These credir faciliues require comniimenr fees ranging irom 20 
I O  50 basts points. The iveignred average tnreresr iare on  oursrand- 
ing nores payable at Dec. 31, 2003 and 2002 \cas 6.635 and 1.88r~;. 
respecrivel!. .Ai Dec. 31. 2003 and 2002. notes payabie consisred of 
me iollo\wig. 

Sores Pavable 
'n!l//iotls' L J X  31. 3003 L'lJGL' 
Cred:r iaciiirie.; outstanding S 37.5 S 3 5 0 0  
("rimerrial m n e r  - 10.5 
Toral iiorcs oaiable S 37.5 S 360 5 

Tfir t i ip  Elrrrric I -r,enr arid 3-!~ea,-tariiifies 
On SOY. 7 ,  2003, Tampa Elecrric Company replaced iis inatur- 

in6 j300 million credit facilin.~\irh a 5125 million oiie-!e;ir credir 
iacilin and a 5125 inillion three-!.ear credir iaciliy. maturing in 

So\.emoer 2004 and Soveinber 2006, respecrively. l i i  addirion ti) 
rile finaiiciai covenanrs described beloiv and in Sotes 1 and 20 [lie 
n \o  i ie i i '  faciiiries include a coveiiair Iiniiriiig curnularive disrribu- 
[ions aher Ocr. 31, 2003 and oursrandmg affiliate loans to an 
amoiinr represenring a n  accumulation of ner income a re r  Slay 3i  
2003 and capital conrributions trorn the parenr aher Oc:. 3 1 .  7003, 
plus $450 million. 

E C O  €tierg,, ]-!'ear fent i  ionti 
On lo \ , .  13. 2003. TECO Energ\. repaid the 5350 million one- 

T f  CO firerg, i 8- niori r / i  jaci!ig 
On hpr. Y.2003. T K O  E n e r a  entered inro a S350 million unsp -  

cured credir facility itirh Slerrili L>nch for a tern1 of up to eighrern 
monrii>. The klerrill L!nch credit facilin, requiresTECO Enery.'s 
debr-to-capiral ratio. as defined in the credit agreenient. nor io 
exceed G T O .  This facilin also has covenaiirs that. i f  the iacdin is 
d rann .  could limit the pa lment  of diiidends exceeding $40 million 
in any quarter unless, prior ro die payment of any dit-idends. the 
company delivers IO hlerrill Lynch liquidin projecrions siristactor! 
to llerrill Lynch demonsrraring [hat the company \ \ i l l  have SUE- 
cient casn or cash equivalenrs io pay both the diiidends coiirem- 
plated and each of [he three quarrerly diiidends next scheduled to 
be paid on irs common stock. Current quarrerly diiideiids are 
S31.8 million. 

easring S350 miilion credit iacilin ro aiio\\ Sl00 million of credit 
capaciy io remain in place subseqirenr to [he repaynienr o i  the 

year credit iacilin maturing on thar date. 

On Soy. 12,2003, TECO E n e r g  and llerriil Lhnch amended the 
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5350 million bank term marurin. o n  So:. !3. 2003 Under rile 
terms of die original agreemenr. uie iiicilin \\.ouici h e  been 
e c i n p i s h e d  upon thar repahnieiir The anieiidmenr niadr tile 
5100 million cnmmimienr of undra\\-ri line ca i~ac in  a\ailahie 
through .Apr. E. 2004. a[ ichich r i m  the facilin can be urniin tip ro 
S I00  million and remain oursranding ro Oct. 8 .  2004 The SI00  
million facilin is required IO be reduced for certain asset sales and 
financings. See Note 23 lor derails regarding [he d x e q u e n t  
reaucrion of diis facilin due to subse<]ueiir asset sales. 

011 Dec. !Y. 2003. TECO E n e r p  a i d  >lerrill L!iich further 
amended tile eslsring klerrill Lynch credir iacilin to put in place 
\nrh klerrill and J P  klorgaii a contingent credit taciliy of S X O  niil- 
l ion The contingent faciliy becomes efirctiw only i f  the existing 
5350 niillion bank credit facilin becomes unavadahle because of 
noii-compliance \nth die 65% debt-ro-toral-capird covenaiii or 
rraiisfer oiasscrs co\ciimr as a resu!r oiiirirc-offs or die disposi- 
lion of77\'G assers. Upon rhe occurrence of these psnicular 
events. T K O  E n e r g  \could pledge [he coinmon stock ofTECO 
Transpori Corpursnon as becurin. under rhr m e n d e d  credit facil i- 
n and the cuinniitinenr availablt. under the fscilin \vould he 
iiicre;ised io  S200 million ail ot \\hich [tould be availablt, for lei- 
rers ofcredir or cash draiis. lfrlie rcriii, ni rhr faciliy change as a 
result of these panicular events. rhe amcndcd f a d i n ,  \ \ o d d  
mature ii i  December 2004 The contingent iaciiin, i f  acriiated. 
\could replace the eslsring 5100 million llerrill Lynch facilin. See 
Sore  20 for a s u m m a n  of periorni;ince against sipnificair fiiian- 
c id  co\'enani requirements. 

T K O  I-j,carfnciiir,, 
On lune 2; .  2003, TECO EnrrG enrered into a ciiie-year 537.5 

million credir iacilin \\ir!i four banks. collarernlized by 507  of the 
Union and Glia River asseis The proceeds fiom the credit facility 
\\'ere used iii me rerininarion of die parriiership \\:ih I'nnda. This 
credit iacilin. has ii debt-ro-capital coven;ui: sirnil;u. to those of [he 
ortier TECO tnerg'credir f a c i l i ~ ~ e ~ ,  bui illso iiicludes ;in edrnings 
before inreresr. t;ues. depreciarion a n d  c i n i o r t ~ a t i m  LBITD.4: to 
inreresr co\erage requirrinrnt 01 2.5 tiines. ii limirarion o i l  liens of 
not morc rhaii 60% of rhe fair value of assets. and a restricrion on 
rile sale of any of the companys inreresr in  die Union and Gila River 
projecrs. This Ioai can be repaid \\ithou: peiidt) a \  xi) time with 
three business GI!,,' notice. bee hole  20 for a summay  oi perform- 
ance against signiiicanr iinancid covenant reqtiiremenrs. 
Subsequenr ru Dec. 31.7003. h i s  obligation w a s  repaid [see 
Lute 23. 
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7. Lorig- Term Debt 
.At Dec. 31,2003. rotd long-term debt had a carninp amounr of 

54,392 6 million a n d  a n  estimated iair marker value oiS; 503.6 
million. The esrimared :air marker value of long-rem debr i sas 
based o n  quotea marker prices for uie same or siinilx is5ueh on 
die curreiir lares offered for deb: ot die s ~ n e  remaiiiinp in3iuririe, 
or for long-rerm aebr issues i ~ i r l i  variable rates thar approumare 
market rates. ai carning amounts The c a n y n g  amount of long- 
term debt due w h i n  one year approamared fu marker v d u e  
becnuhe o f  the ~ h o r r  marurin.of uie5e instruments. 

.A substanrid parr of me tanpibie assers ofTampa Elecrr:c 1 5  

piedged as coilatera! [o sectire i r ?  iirir mortgage bond<.  and cerraii: 
poiiution conrrol equipnirnr i j  pledged to secure cenain in s id .  
inenr coiixacis payable 

n lenr j  o i l o n ~ - r e r n i  deb1 for 1004 rhrough 200X are as fo l lo i \s~ 
T K O  hierg, s nia!uririec a i d  mnud sinking L n d  require- 

Long-Term Debt \laruriries For Continuing Operations 
Urc. 3 I XI03 70To;ill 
f i f i l / / ! ( J i l S  200; 2005 2006 - 2008 200; - 2008 
TECO Enera. 

Debrsecuriries S - S - S 680.0 S 680.0 
Preterred securities - - 449.1 449.1 

Tampa Elrcrric 0.8 - 125.0 125.8 
53.5 Peoples Gas 5.3 5.5 , 

T\\'G - - - - 
TECO Transpori - 110.6 110.6 
TECO Coal - - - - 
Ori:e: - 23 5 20.- 51.6 9;.8 

31.6 2G.1 1.45Y.O I . 5  16.8 
LLabiliries asmciared 

' 7  - 

tvirh a w r s  held 
lor sde  2.087.3 - - 2.087.3 

debt maturities S 2.1 18.9 S26.2 S 1.459.0 S3.604.1 
Total long-terni 

~~ ~~~~~ 

2 I~:cIudrr ilrbt miar i i ics  lor [he C u w m d d n  operaions ol SI' 8 i!iiliiun 
S?il 7 !iiillior: a n d  5 5 ;  D niili~oii lor ?I)iiJ. ?ii(li rind ?~iJ(i-?UOk. rc.liei- 
',l!d:> 

Debt 
TKO Erirrg, - 5300 iriiilioii 7.5% Srii ior Uiiscciiieii . i b / r s  
011 lune 13, 2003. TECO h e r 3  ihsued 5300 millioii of 7.5? 

Sriiior Unsecured Nores due in 2010 These notes conttiin a 
covenant rhar limits rhe abihr) of the company IO create any lien 
upon any of its property in excess of 5% of consolidated tangible 
ne1 assets. as defined in tlie agreement, rvirhout equally a i d  rar- 
ahl!. securing the 7.5% Notes. Ne[ proceeds of S293 million \vere 
used io repa!' shorr.rerm debr and for general corporare purpobes. 
iee  Note 20 for a s i imman of performance againsr significanr 
financial coi'enant reqiiireineiirs. 

T K O  Energ,-  $380 riiiiiro,i 10,5% Srii ior Uitiecirred \(ire5 

In Soveniber 2002, the proceeds from rhe issuance ofTECO 
E n e r u  notes were used for general corporate purpose> and io pay 
the S34.1 million option premium associared ~ i t h  the refinancing 
ofS200 million of  notes. The 534.1 niillion oprion premium (S20.3 
inillion after tu; \vas recognized as a charge in 2002. 

Tump(i Eirrrrrc - S250 milirmi 6.25% Srtiror .\ores 
In April 2003. Tampa Elecrric issued S?50 million of fi.250;, 

Senior Sotes due i i i  2016. in a private placement. Set proceeds of 

apprownia!elv 5250 million $\ere used to repa!' shorr-remi inden:. 
ecness and for peneral corporare purposes ar Tampa Elecrric The 
6 255 Senior Sores contain co!"ms riiar # , I  recuire iarnpa 
Elecrric Coinpmi to niaintaiii. 3s oi :he 12s: aa!-of each tiica! 
quarrer. a deo!-io-capird rario. as ddiiied in uie dgeemcii:. [ha: 
does not exceed 60% and $1 prohihi1 rhe crearion o i m i  liens o i l  
an!. of its p roprm in exceba of S;H: niiliiuri in die a L ~ r e ~ a r e  i \ i rh  
cenaiii exceptions. a h  defineo i t i t i iou:  eqtidh. ani! rLirdgi\ w x r -  
ing the 6.255 Senior Lore, 

Preferred Securities 

ferred sectmries issued bi the conipai! i v e w  ieclds,itied xi0 prv. 
jenred 32 long-term deb1 ior esrema! financi~i reporring p t i r p o w  
onl!: The c~iinulariie efiect oi the .idopri[)Ii of I..\.S Ij(J 1x1, a i l  
dier.rL\ loss of 53.2 niiilion 5 5 . 3  milliciii prc-r;F\ , retltwiig iir, 
adiusrnienr IO recopruze interesr mpei iw rarabli o\w rhr l i ic  o: 
the instrumeiiri i i r  accoroancr iuu: dit. ne\\  guidaiice k t ,  hote 
22 for J discussion oi the estimarrd iiiipacr o i  iic\i nccouiiriii;: 

.is a r e d [  o i rhe  adoprion o i  F.AS 150 on 1u1\ :. 2003 U x  prc- 

guidance 111 2004. 
Ciiuircii Triur i 
In December 2000 TECO CapiralTnisr I .  J r r u h r  t.srahlihrd ru: 

rhe  sole purpose of issuing Trust Preferred Secunrieh :TRuPSi and 
purchasing company preferred smiriries. issued k niillion shares 
of 525 par. 8 . 5 5  TRuPS. due 20: 1 .  i\irh a11 aggregate liquidarion 
value of S200 million. Each TRuPS represents an undiiided hene- 
f i c i d  inreresr in the assets of ihclrusr. The THuPS represen; an 
indirect inreresr in a corresponding a n o u i i r  ofTECO Eiierg. 8.5% 
junior subordinated note, due 2041. TECO E n e r p  '5 proceeds 
from the sale of rhe  junior subordiiiated note< \yere u>ed io reduce 
rht. commercial paper outsrandin; and for general corporare pur- 
poses. Disrriburions a e  payable qtianerl!. in arrear, on lanuan 31, 
,\pr. 30. luly 31. and Ocrober 3 1 o i  each !'ear. Disrriburions were 
S17.0 nililion in 2003 aiid 2002 and SI:.ti nidlion i i i  2001. 

The juiiior subordiiiared nores nia! he redeemed at rhe optiori 
ofTECO Erierp ar any ume on or ahrr DK. 2U, 2005 at 100";~ of 
their principal amuuni  plus accrued interesr rhrotigh the retleinp- 
rioii dare Upon any liauidiition 01 die company prelerred securi- 
tie\. holders of die TRuPS ivould he enritled IO the liquidarioii pref- 
erence o f S 5  per share plus all accrued aiid unpaid diiidends 
rhrough the dare of redemption 

Coprrol l i i i j i  il 
In l anuan  2002. TECO Energ ,  sold 17.9tjj niillioii innnd.iroril! 

coni.errible equity 5ectirig' uni rh  i n  the form ot :I 5% equi ty  iinirs ai 
S 5  per tinir resulting i i i  5436 million ofncr proceed. Each equir) 
unit conkisred of S25 iii principal 3inot i i i r  ut a t n i s t  prelerred secu- 
r i r )  ot TECO Capitd Tmsr 11. a Delaitare business i m t  formed tor 
die purpose of issuing these sec~rit ies.  i i i i h  a srarcd liquidarioii 
aniouiir of S 2 j  and a contract to purchase shares of cominon stock 
ofTECO E n e r p  in lanuar) 2005 a[ a price per share o i  henveeii 
S26.2:) and 530.10 based on tlie marhet price 31 rhat rime. I f  the 
equin' iiiiits had been converred as of Dec. 31,  2003. the coinpan! 
ivould h a w  b w n  required to i s w e  17.1 millioii shares of common 
srock I O  satibh the inandarcin conversion obligation This IZ also 
the m a "  number ot shares issuable undcr the coni'ersion 
fearurc. The equig,units represent an indirecr intercst in a come. 
spoiidiiig amount ofTECO Energ. 5 .  I lr" subordinated debr. The 
holder5 of h e b e  coiitriicrs are eiirirled 10 q~i;ir ierl~ conrracr adjusl- 
ineiir payments nt the annualized rare of 4.:3>)':; ot  the srared 
amouni of 525 per year tiirough and  iiicluding Ian.  15.2005 The 
net proceeds from the oftering were tised I O  repa)' sl iori-rem debt 
and for general corporare purpoies. 
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o . 1 2 5 5  mefrecriie rateofd.31' 
7 9  ,etiecrive rate of 7.085 
10.55 iefiecuie rare of 1 2 . 3 7  
, . J - ' ~  effective rare o! 7.6.77 . - -,.- 

Preferred securiues 8.50rr 
9 50" . 

Tampa Electric First inorrgope bond, I i~suable  i n  w i e b  

86.0 titi 0 
I .i 11  IJ.0 

60.7 ti0 - 
86.4 SIL< 
5 I .6 51 t '  
54.2 54 .2  
20.0 "0.0 

210.0 210.0 
330.0 330.0 
125.0 125.0 
250.0 - 

-_ -- 

1.123.9 1.248.9 

l0 ,33=~ Zoo8 1.8 5.fi 
l 0 3 ? < ,  2009 6.1 I .- 
9.935 2010 6.6 7 .4  
8% 2012 23.3 75.4 

Sores: 6 X X r o  (eftective rate 0 f 6 . Y 8 ~ ~  2012 10.0 4o.u 
G.37YA :efiective rate o f 3 j C , ?  2012 70.0 70.0 

Peoples Gas System Senior >ores: - 10.355 200; 3.4 4.2 

- 9  

j , 3 - - r  I 3 o feftective rate of 5.5W ?oo; 25.0 25.0 
l i9.5 184.8 

TECO \\liolesale Soil-recourse secured txiiir< nore,. Series .A: 7 . 8 5  1003 111.0 
Generation Son-recours? secured facilin. notes. variable rate 

4 .385 for 2003 and 4.3ti"b for 2002 
6 63O0 for 2003 and 6.88% for 2003 
4.7j06 for 2003 and 5.00"o for 2002 

20!i4.20(17 
1004-1009 
2001-?009 

il G ? ! W  2fl!i4-?Ul)LJ 
?O(i4-?O!)b 
3 ~ 0 4 - " 0 2 l  

Son-recourse secured iacilin note,: 10. 1'C ?UU4 -2outl 

Nan-recourse financing iacilin. . Uiiion Couiin 7,5? 
Son-recourse secured faciiin note. variable rare: ? . O n r , ,  i\cig!ired aierage " 

36.7 50.1 
16.0 l b . 0  
14.0 14.0 
15.3 16.4 
19.1 24 8 

1,395.0 
6Y2.3 

2,188.4 232.3 
Diversified companies Dock and wliarf bonds, 5'"" xm; 110.6 I 10.6 

Non-recourse niongaige note5 4.45:i) 1 etfecriw l a te  of 4.G?";., 20114 4.6 
3.35";. :effective riitr [if4.16",;1 ' ?!iN 3.0 

Capital lease: inipiicir rare uf8.5'6 2 I ill'{ 25.3 
118.2 135 !I 

Unmiorrized debt premium :discount,. net (27.6) 130.5) 
6,511.5 3.151.4 

Less dniouiit due iddiiii one year - 31.6 127.1 
Less long-term liabilities held for sale " 2.087.3 - 
.Total iong-term debr S4.392.6 53.324.3 

Thew nolei  are aubiec: Io redeinprion iii \\hole or in part a i  an! r i m e  a: 
i l l? i i p i i ~ i i i  l i t  ihc'compdn\ 
There long-rerm debt agreemenis coniain variuus resiricrive covenanis 
siicn a i  liiniiaiions o n  resrncred pa)nirnis. lien$ and iiidehiedness (see 
SoteZO 2002 
These aecuriiie3 mav be redeemed in whole or in parr. h! acrron ot ine 
cump;in\ UII o r  m e r  Dec. 20. 2005 
Tiiese wcuriiieh are comprised of n i u  coniponeiitsaii equin conrraci 
\ \him pays a coupon 0f-1.39~h. adiuarcd quaneriv m d  a nore rhip,i:ion 
ivliich p+s coupon d 5 . l  lrQ ieffeci i ie raw 01 5 Gvu, I h e  noie irbiiga- 
rioii I )  suhiecr LO ii poreii:ial raw resei on Oc: 15, 2W.i 
Ta\-rxernpr hecurllies 
I'roceeds of i i iese bonds were used io reiund bonds imii an i i i tcres rare 
of3 Y'% in Februar, 1995 For accouiiiing purposes inieresr expense nas 
been recordea using a blenoed rare of 6.52% on the oripnal and refund- 

in$ bonds cuiisi\ieni \virh r e p l a r u n  ire,!iinrii: 
7 Proceedc ol :liere oonds \\ere used io retuiid bond< \ \ i i l i  i i i t c v \ i  r d e i  Iii 

3 , ~ ' ' t , - H ~ t , .  

' 8 '  The i i i reresi  rare on these bonds i\,i* ined lor J fiie.wnr ierni oi i  ,4ug 5 

;91 Loinpoairc \t.ar-end inrerest r m  
' l 0 i I n i i  obligarum 15 expected io be iranslerwc! in dir diym\irinn iiI the 

Uiiion diid (;113 River pniver plants i.* LI resdi  the Iiabiliiv 113\ heen 
r rc lmif ied :o "hsuiliiie5 associnicd \ \ i th .i\sc:a heid iiir salt' xec' lime 14 
for addiiiuiiiil d r r a l i  

m i i e d  unconsdidareo afi l iare. hi io1;iI. h c  company hac a 5 I U million 
guaraiiiee 1111 riieae i ioirs 

I121 Oiine a i iouni  due in 201%. SO ti inillion ma! be satisfied by llir subsiiiu- 
r i m  ot p r o p e m  in lieu of cash pamenis  

- -- 

1 I These noies represeiir lWUu of!~ir dcbi tor 1ir-One L U .  ilii 811-perceni 

~ 

TKO Enrr.g-?0U3.-\nni/u/ Hepurr I .IY 
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8. Preferred Stock 
Preferred stock of TECO Energy - 51 par 10 rrullion shares 

Preference stock ofTampa Electric - no par 2.5 million shares 

Preferred stock of Tampa Electric - no par 2.5 million shares 

Preferred srock ofTampa Electric- SI00 par value 1.5 mdlion 

authonzed. none ourstanding. 

authorzed, none ourstanding. 

authorized. none outstanding. 

shares aurhorized. none outstanding, 

9. Coi~ztnort Stock 
Srock- Based Compensation 

1ncentii.e Pian ~ 1990 Pian The 1996 Pian superseded me 1990 
Equin lncenriie Plan ' 1990 P h i  , a i d  no adduonal  grants \\ill be 
maue under the 1990 Plan. The rights o i h e  holders ofoutsrand- 
ing options under the 1990 Plan ivere not affected. The purpose of 
riie 1'196 Plan is 10 atrract and retain hey emplovees of :lie compa- 
ny. to provide a n  incenti\'e ior rhein to achieve long-range per- 
formance goals and to enable them to participate in :he long-remi 
growh oirhe company The 1996 Plan amended the 1990 Plan to 
increase the number of shares of common stock subject to grants 
by 3.;50.000 shdres. espanci the n p e j  ofai\ards available io be 
granted and ipeci& a h i i t  on  die mLumum niiinber of shares 
inth respect to ivhich srock oprions and  stock apprrciatloii rights 
inay be made to an!- participanr under rhe p la i .  {Jnder the 1996 
Pian. lh? Compensation Comniirree of the Board of Directors ma!' 
alvard srock grants. srock options and/or  srock equiwleiirs to ofii- 
cerj dnd key eniplo!,ees ofTECO E n e r 3  and its subsidiaries. 

The Cornpensition Committee has discretion to derermine the 
terini and conditions of each aivard. which may be subject to con- 
dirions relating to conrinued eniplo!mt.nt, resrricrioiis on transfer 
or performance criteria. 

111 2003, under the 199G Plan, 2.828.806 stock options were 
granted. wid1 a weighted awrage oprion price olSl1.10 and a 
inaunium term of 10 !'ears. 111 addition. 561,050 shares of restricr- 
rd stock \vere aivarded. each ivith a ireiglited average fair value oi 
S I  I .  I - .  Coinpensarion expense recognized for stock granrs aivard- 
ed under tlie 1996 Plan \vas 31.G million. SI.: million and S2.8 mil- 
lion in  2003. 2002 and 2001. respectivel!: .Approumately halt ofthe 
>io& grantr a m r d e d  i i i  1003 and 2002 and all of ihe stock grants 
aivarded in 2001 are performance shares, resrricted subject to 
nieering specified [oral shareholder return goals. vesting in three 
years inrh find p q o u r  ranging from zero to 200% of rhe o r i g n d  
grant. .Adjusrments are made 10 reflect conringent shares which 
could be issuable based on current period results. The consolidat- 
ed balance sheers at Dec. 31,2003 and 2002 reflected a S(.L7i mil- 
lion and a S(6.31 million liability, respectively. classified as other 
deferred credirs. for these contingenr shares. The remaining stock 
giants are restricted subject to continued eniplo!nient generdl!.. 
t n t l i  the 2003 aiid 2002 siock grants vesting in t h e e  hearb. and die 
1997 and 1996 stock grants vesring at normal retireinenr age. 

In .April 2001, the ahareholders approt'ed an amendnient to tlie 
1996 Plan to increase the number ofshares of common stock sub- 
ject I O  grants by 6.3 inillion 

Stock option transactions during rile last three years under the 
1996 Plan and the 1990 Plan (collectively referred to as the "Equ in -  
Plans") are summarized as follow: 

hi I p n !  14% uie snarenolaeri approved the 1996 E q u i n  

. is  of Drc. 31. 2003. tlie 8.9 million oprionh otitstaiid1ng uridci 
h e  Equiy Plans are sun"arn t .d  beioiv 

Stock Options Outstanding at Dec. 31.1003 
I k g h r e d  . A g .  

2.070 S19.44 - S22.48 321 16  3 \ears 
535 S23.55 - S25.9; 524.72 4 \Gars 

3.537 Sl7.56 - S31.58 529.08 :Years 

In .April 1997. me Shareholders nppro\ed rhc 199; Dirtxior 
Equin Plan ;I997 Planl. as a n  ainendnient mi restatement of the  
1991 Director Srock Option Plan I 1991 Plan!. The 199; Plan super- 
seded the 1991 Plan, and no additional grants \\ill be made under 
die 1991 Plan The rights ofthe holders of ourstanding options 
under the 199 1 Plan \\ill  nor he affected. The purpose of the 1997 
Plan is to artract and rerain highl! quiiried noii-employee direc- 
tors of the compaiiy and to encourage them to oi\m shares 01 

TECO Lnerb?-ct)ninioii .;tach The 199: Plan is adminisrered by 
the Board of Direcrors. The 199; Plan anirndrd the 1991 Pian to 
increase the nuinber of shares o! coininoil stock yubjccr tn grants 
by 250,000 shares. expanded die npes ofatiards available io be 
granred aiid replaced the fLxed formula grant h:), giiiiig the Boxd 
discretion- authorin to determine the amotinr and riming of 
awards under the plan. 

option price of S I  1.73. Iransacrions awing  tlie last three years 
under the 1997 Plan are summarized as lolloiv\. 

In 2003. 40.000 options ivere giaiited i v i t h  a \wighied iiverage 

Stock Options. Director Equin' Plans 
Op!ioii Siinroi I: cig/i/id .-If ,g. 

Granted 
Exercised 

35 531.26 
!Y I! S I Y . 1 2  

Cancelled 
Balance ;it Dec. 3 I ,  20C I 101 Sl1.49 

G r il n t e d 28 s27.9; 
Exercised : ? 2 !  S20.95 
Cancelled (21 S?;.56 

Balance at  Dec. 31.?002 205 525.31 
Granted 4 0 s 11.73 
Exercised - 
Cancelled ' I O .  523.41 

Balance at Dec. 31.2003 23h 523.08 
Exercisable at Dec. 31, 2003 40 S l l . 7 2  

- - 

Available for future grant at Dec. 31. 2003 230 
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4s of Dec 3 : .  2003.  lie 23ij.000 oprions o u r ~ r a n d i n p  under !r,e 
1997 Pian inm option price, o! SI I O r  - S3!.56 nad li \ t e ign ie i  
aierage oprioii price ofS23.05 and a \ w e n r e d  alerage reniainin; 
coiiuacruai l i fe o i s ~ \ :  \ear, 

123. .4ccofifiliiig!o!, Sroci-Bmivl ConipvL\fl:iofi. as amended b :  
F.iS 148. bur appiies Accountin: Pnnciuiea Board Opinion So .  15 
and relared inrerpretarions in bccounrin:! tor I:; pian1 T:iereio:e. 
since jioik oprions 'ire Frai:!ed 1\irn an opnon price Fearer chm 

TECO Enerp  has sdopred the disclosure-only provilioii> oi F:I.S 

Dnidend Reinvestment Plan 
lii 1 9 %  TECO Eiierg,  iiiiplemented o Diildciid He:nvcstn)eii[ 

n:id Coirinion 510ch Purclinse Phi:. T K O  b i e r 3  raised S8 U 1ni1- 
l io i i  S I  1.2 millinii and SB.ti ini l l ion of common equit! froin diis 
pLin ii! 2UO:i. 2002 aiid 2001. respecrivel!: 

Common Stock andTreasur) Stock 

8.625 nidhon common shares a1 S2Y.75 per share, 7.0 million 
shares of ivhich \cere reissued from rreasur). shares. 

On Oct. 4.2001. SLP announced the inclusion ofTECO Energ  
share5 in the S&P 500 Index effecrive a5 of the marker dose  on Ocr 
9,2001. O n  Ocr. 12, 2001. TECO Energ, issued 3.3 million addi- 
tioiid cominoii shares a1 5 2 6 . 7  per share. The sales oi the coin- 
nioii share. rr\ulred in tord ner proceed, toTECO E n e r c  of 
5325.5 niillinn i i i  2001, icliicli icere used 10 h i i d  capiral expend.. 
tures for woriclng capiral requirements, generd corporate purpos- 
es a i d  IO repay shorr-tertii debt. 

In lune 2002. rhe company complered a public offering of 
15.325 million common shares ai  a price to rhe public ot S23.00 
per share. The sale of these shares resulred in net proceeds io die 
company ofapproumarely 5346.4 n u h o n .  ichich \cere used 10 

repay shon-term debt and tor general corporate purposes. In 
October 2002, the company issued 19.385 million common sliarci 
a t  a price IO :he public of S I  1.00 per share. The s d e  ot these s l i m s  
r ed r rc i  i n  ne[ proceeds 10 die compaii! ofapprouinarel\ S ? W  8 
million, ii.hicli ivere used 10 repay shorr-term dehr. 

On Sep. I O .  1'003. TECO Eiieru sold 1 1  million shares or coin- 
inon srcick I O  funds managed by Franklin Advisers, Inc. of bail 
Hareo. California a1 a price ofSl l .76  per share. Ner proceeds of 
appromare ly  S I 2 9  indlion ivere used io repa!. shorr-rerm indebt- 
edness and for generd corporare purposes. 

On hlar. 12.2001. die company completed a public offering O !  
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Shareholder Rights Plan 
In accordnncc \\it11 the coinpan! s Shareholder Riptits Phi l ,  a 

Hipfir IO purchase one addirion,d s h i e  of r ~ i c  conlpaii! 3 coininoil 
5rocL a: ii price U T  S W  per share ia  ariaciied 1 0  e x h  u ~ i r ~ r ~ i i i d i n g  

ahare of rhe conipanvs common s tock  l h e  Rifilirs e y i i e  in fl:i!, 

2009. subiecr io extension The Righrs \ \ i l l  hcconic ewrcisable I0 
busiiies> aaha airer rl person acquires I O  prrccnr or inorr ot [lie 
coiiipaii!'~ o;irsrandiiig coiiiinoii sroch o r  coinrncnces a render 
offer tliai ivould resulr in such person oitning 10 percent or mor? 
of such sroci, I f  an!. person acquires 10 percent or more n f  [lie 
outsrmding coninioii srock. the riptits o! holders odier d i m  rhe 
acquiring persoti, hecome riplir, 10 buy share, 01 coininoii stocl 
of rile coinpan!. i o r  of rnr acquiring conip;iny 11 [Iir company is 
i i l vo lwd iii a merger or orher business conihiiiarion and i s  n o r  the 
\ u r \  iung iorpciration~ ha\mg a marher ~ a l u r  ( i t  I \ Y I C ~  rlic exercise 
price ot cscii Higlii 

The  c o m p m )  m,iy redeem die Highrs a1 ;I inoiiiiiiiil price per 
Highi uiiril 10 busiiies> divs atrer a persoii acquires I O  percent or 
more <I< the ours~andlng coniinoii sriick. 

Employee Stock Ottnership Plan 
Cffecrice Ian. I ,  1990, T K O  Enerr,. aiiiriided rhe K C 0  E n e r g  

Group f~enrcinenr Saiings P lan  a ta-qualified bciiciir plan avail- 
able I O  suhsrontially all employees, 10 include mi cnipinyce sroci 
oicnersnip p h i  ' E X I I ' , .  L u r i n g  1YY0.  die tU1' purchased 7 inil- 
lion share5 ofTEC0 E n e r p ,  coininoii srock on [he opeii marker for 
5100 million Tne share purcliii5e w i s  rinaiiced thrr~iigh ;I Ioiin 

troni TECO Eiirrg, I O  [ h e  ESOP This loiin IS a1 a liked iiiit'rr\r rare 
of 9.3"; and \ \ i l l  be rep'ud lroiii d iuden i ,  o n  ESCJP share5 and 
fromTECO Enerc ' s  conrriburioi~s to die ESOP 

TECO Encrus  contriburioiis IO thc ESOP \\'ere 521.1 million. 
513.6 m h o n  aiid S5.b mdlioii in 2003, 2002 aiid ?001. respectively 



TECO Enern ' s  annual contribunon equals the in ie re~i  accrued on 
the loan during me year plus addiriond prlncipd pa\mien:s nKKaKd 
to meet me  matching allocauon requirements under uie plan less 
d n x k n a s  received on  rhe ESOP shares. The componenrs oi ner 
ESOP exyeiise r ecogwed  for the pasr rhree !'ears are as foilo\is. 

ESOP Expense 
inii!liojo. 2003 ITIUL' -'Liii.' 
Inrerest expense S 2.6 S 4.3 S 5 . 2  
Compensation expense 16.0 12.2 a 7  

- 1  

Compensation expense i t a s  determined D:$, r!ie shares dlocated 
method. 

Dec. 31. 2003 die ESOP had 4 ti " h i  &cared sicire> 0.3 
n ccinniirred-to-be-reie2~ed shure5. and  0.6 millioi: unalio- 

cared jhair5. Shares are released ro pro\ide empioyeea 111th uie 
coinpan\' march i i i  accordance \t i in rhe Terms ot [he TECO EiierR 
Group Rerirernenr Janngs Plan and iii  lieu otdivideiidh oi l  allocar- 
ed ESOP shares. The dii idends received by the ESOP are used t o  
pa! debt s e m c e  on the loan benveen TECO Energy and the ESOP 

For financial staremenr purposes. the unallocared shares of 
TECO Energy stock are reflected as a reduction of common eqi i iy  
classified as unearned compensation. Diudends o n  all ESOP 
sliarrs are recorded as a reductioi: of reiaii:ed earnings. as are dit i-  
dends on dl T K O  Energ. coninioii ,rock. The [a\ brnefir relared 
[o :he dnidends paid to the ESOP in 2003 ior aiiocaied share$ S1.6 
nidlion is a reducrion of income [a\ expense and fo: uiiallocared 
ahrires :SO.4 niillion. is an increase in retailed earnings. .U ESOP 
shdires are considered outsraiding for earnings per share coinpii- 
rarions. 

IO. Asset Iinpaimzeizts 
In Sepreniber 2003. as a result of die marker conditions for 

nierciiant assets. managemenr resred rhr niercliaiir pianrs lor 
iiiipairinenr. This re,: \vas performed using u!idl>cotinred C a i j l i  

tio\\,s bawd o n  assumptions \ \hich included long-term Froas m w  
giii projecrions, long-term forecasts oi supply and  deinaiid :rc1\\71i 
rares and reaaoiiably availahle inicirmatioii i o  de \ r iop  Ion; remi 
cipectar io i is .  A s  of Sep. 30. 2003. bawd oii the then-curreii: 
assumptions and expectations of managemenr. no impairnicnr 
\vas iiidicared based on ihe undiscounred cash flotvs of the  mer- 
chant asseis rested, in accordance \drh  F.4S 144.  

.A< of Dec. 31.1003, based o n  the negoriarioiis \vith porenrid 
buyers. including the project lenders. a change in management z 
espectarions reparding an exit srraiegy in the ne= remi. and man- 
agemenr's designarion of die Union and Gila River project cainpa- 
nies as held for sale, a pre-tax asset impairmenr charge ofSl.OYY.3 
inillion \\'as recogntzed aiid reflected in discoiirinued opcrarions. 
i n  iiccordance v.Ith F.4S 144 (see Sole I1 for addirioiid derai lsi .  
The impairment charge \vas calculated as the difference henwen 
rhe carning value of the net assers and  liabiliries held for sale ani1 
the respective estimared fair \ d u e  ofrliose net assets and liabili- 
ries. The fair value \vas estimated using available market int'ornia- 
rioii. corroborared by discotinred cash Uo\v analyses. The dii- 
counted cash flo\v analyses included sigiiificanr assumptions rclai- 

ing io long-term pnce and  economic forecasrj. refinancing n 
non-recourse aeor ana  an appropnare discounr rat:' 

of%: u nidhon $75.6 miiiion afre: [a\# \\'ere reconizt? pnniariii 
relared I O  certain s t e m  ruroines and liceiises ongiii.il!\. pdniied 
lor use in a cogenerauon proiecr. ana  a11 rsuinarec ? r + i a  ioss 01: 

rnr dispora. of BZ.4 83ec Sores 1 1  and 73 t u r  dd2itioii.i dcrailh or 
[ne disposition 

In 2003 TECO E n e r p  reco~iiizea A p re .u \  . Irwl  inip.iirn1t.n: 
ciiarge 0is10;.1 niiliion Sti4.2 niiliion LirTt'r :L\ rei.itiiig t o  iii$la18. 
rncnr pa!mienri inade and ca?irdizcL: ciiacr r K r a i r c '  p c r c n a ~  
commiiiiie:ir, i n  prior periods ;L rcportcd p r c \  I O C S ~ \  2112 I:) Sole 
17. c e r r u i  turbine righrs had been rranjierred imili 0 
Unrreuiared operauona ro Tampa Elecrri; 111 W!lj :or i 
Eiecrric s genrrarion expansion ac~ivii ir .  T i i w  u n i r  
made in April 1003. till! rerminiire di riiriiint, p t ~ r c l i , ~ ~ ~  o b i ! p  
l ions ior rlieir enririr.. 

in December 200.1. addirional p re - r a  asser inipaimenr cliar;er 

11. Restruchiniig Costs 
In Sepreniber and  October oi?ou.i. ?ECO E n e r F  ,niiiouiiced Li 

corporate reorganmuon ro recttucrure rhr conipm! ciion; t u n c -  
rional lines. consis[ent \\ith its oblecn\ea t i l  pi\\ rhr c<ire i i r i l in .  

operarions, mainraiii liquidin.. generate c n h  and nini inix die 
\ .due  iii die eusting assets. As a resuir oithese Jcticinz. Uie compa. 
ny is no\v aligned IO pronde for cenrraiued oversighi along iunc- 
tional lines for potver plant operations. energ.  d e h e n .  energ .  
inaiagemeiit. rermind operations. liuinaii resources a i d  rechnolo- 
8' suppon senices. The 2003 ncrinns included die iiiuiliinran ter- 
iiiinilrion or rerirenient of337 empioyres. i i ic ludi iy o f f i w h  a n d  
ouirr  personnel from operarionh and  support senices 

I n  2002. TECO Energ. initiated a resrrucrurin: program that 
impacwd approximately 750 employes  acres niuliipic opcrations 
aiid senices i\irhin, priniarih. Tampa Elcctric This proprani 
inclluded retirements. the el iminat io i i  01 poriiioiis 2nd oriicr cost 
conrrol measures. The rord costs aisocirired \\ ith [hi5 pr(ipram. 
included severance. siil;~? coniiiiiiriririn ;inti t rU i r i  r~iinin~irioti  and 
retireineiit beiirrirs. 

Tile conipan!' recognized a pre'-I;L\ t 'kpeiiw 0 1  S24.0 ini~lion and  
J 17.8 niillioii for accrued beneilrj aiio orhcr wmiiiiatioii 2 n d  rerirc- 
niciii bcncfitb for uie years ended Dcc. 31. ?Oil3 and 2UU2. rc$pcc- 
t i ie i !  1 iie conipariy conipiered diest. resrrucruriiic acti\.ities i i b  of  
De(. 31. 2003 .ii of Dec. 31. 2003 a i d  ljuu?. reapecri\'eiy iio ridjusr- 
inenrs \$ere macle ro rhe heiiefirs iiiiualh accnied tor and SI4 0 inil- 
lion rind $17.8 million, respecii\.e!!., of the ,iccriied b twt i r s  iverc 
paia or otlien\ise wr i ed .  The [able belwv tieraii\ the prr-tax 
ehpeiise recogiiized b!. the operariii; sepmcnr5 

Restructuring Charaes 
Fur riic,war oiiicJdUi,.i. 31, 
~ t l l i ~ ~ i l l t l ~ ~  L"iii3 200:' 

Taniriri Eiecrric S Y . 9  5166 
Pcopic, Gab 
l\YG 
'I'ECO 'Ir,mspo: r 
TECO Coal 
Other Unrepilared 

1. I 
0.4 
1.7 

5.9 1.2 

- 
- 

- 

Elimination5 a n d  other ' 2.6 - 

'lord TECO E n e r p  524.6 Sl7 .8  

245 



12. TPGC Joint Veizhire Teniiiiintioii 
in lanuan. 1002, T l \ C  iormerl:, TECO Pobcer henice> 

Corporarion subsidiaries agreed ro purchase the inieresrh of 
Panda EnerT in the TPGC protects in 200; for 560 million. and  
TECO E n r r g  guaranreed palmenr ol chis obligarion Panda 
E n e r p  obtained bank riiianciiig using the purchase obligation and 
assigned TECO Energ  s guuaranree as coUarerd Under  cenaiii cz -  
cumsrances. the pilrciiase obligation could have been accelerared 
for ;I reducea price based on the riming of the accelerarion. Ira 
cnnnecrion \nrh  this purchase obiigarion. Panda E n e r g  rerained a 
cancellarion righr. esercirable ii: 100- ior S20 million b\. the holae:. 
!\it11 edri! exercise permirred tor a reduced price o t S 8  niillior. 

011 .Apr 9. 2003. the T?\'C subsidiaries and Panda E n e r p  
amended the agreenienri rclared ro uie purchaw obligarion The 
modified rernis accelerared me purctiase obligauon ro occur on  o: 
oc'tore Id! !, 1003. m a  reauced the overdl purchase obiigarion to 
S58 niillior: Under [ne gtiaranrer T l \ ' C ;  hecame obligared ro i n u e  
inrt.te>r aiid cerrain princiud p a y e n r s  ro o i  on behalf of Pand,; 
rri.irrd i o  the Cdia[er:ib!~d iiian obliparion oi Paiiaa The pur- 
chase ooiigririoii t i l  5 8  miUio:i inciuaed 535 inilliuii tor Paiida 
Eiier3.s iiiieresr ii i  TPGC. m d  a siiorr-[ern: receiv'ible rroni Panda. 
col:arerdizcd bv Pnndz's remainin: inrerests in PLC w e  Sores 1 
and 17 for addiriond derails o n  TECO E n e r s  s: indirecr o\\nersliip 
inrere,; in PLC . Both niodificarions ro h e  purchase obiigarion 
\yere subjecr to the condition iyhichTEC0 Energ! could \vaive. 
t h n i  bank financing be obxined  b! TECO Eners!: Panda Energ  5 

cancellarion righr \\'as acceieraied IO expire o n  lune 16. 2003. 
TECO Ei i e rps  para i i rec  of [ne T?\'G subsidiaries' obligarion \vas 
niodifiea I O  retlect the amenanienrs LO rnc purchase obligarion. in 
.Apri l  2003 TECO Energ  recognized the fur v a ~ i r  of the ya ran ree  
2, ri pre- ra~lo , s  of 533.0 million S 2 1 . 4  nullion aher r i ~ C  included 
i n  discotirinuea operarion,. a i  2 resulr of die expected dispobition 
or the projecr compmirb  1 3 r e  r o t e  14, From April 2003 rhrough 
lune 2003, T K O  h e r 3  made and accrued cerrnin principal pa\ - 
nienrh under riir puaraiiree coniinirnienr. 

.As a rcsulr of the amendmenrs ro rhesr agreemenr, in earl! 
.Apiil1003. maiiqenienr believed the exercise of the modified 
gunrnnree and rile reiared purchase obligarion became highi!. 
piobabie. The likelihood of [he e w c i s e  of the purchase ohligdrion 
cienred ;I presuniprion O! efiecrive conrrol. \\heii coinhiiied \ \ i rh  
TECO E n e r 3 s  exposure ro [he malorin. of r i A  of loss tinder the 
pre\ IOU+ disclobed lerrrrs o i  credit a n d  coiirrricror undertakings. 

manaeement believed b a r  consolidarion oiTFGC as a3nroprinlr 
a, o i  the dare of me modifications to m r  agreeinenr3 F o r  c t i t i3\ t~i i -  

ience oi reponing perioac ana accountinfi LTcir.. mxiqeniei i r  
selecred .Ap: 1.2003 as the  iniriai dare oiconsoiidarior. Prior ro 
ip r .  ;, Wlj, TIYG recognizeil a.\je[j oiS83?l niiliion liabiliric> 0: 
S48.9 niillion and ui unrealized loss I:: O i l  ofS6U.O iriillio::. ro 
reflect me equin' memod oiacioanring :or i r>  iiive>rineiir in 
TPCC. b a resu1: of the conwiiaarion oil  ip: 1 ,  2(W.<, r n c  c o m p -  
n! reco%pzed addirionai asset, of S2.44h.Y m:ilit!r, pr:nidri~\~ r?l.i:- 

in$ I O  utili? plan; and  coiisrruzion \ \ o w  ii i  progrv\.,, addi r imi l  
l iabil ir ies of S1.9T0.8 niillioii iEciudin: r,on-rccour\c iieb: 31:; ai: 

addirionai unrealzed IOSS in  OCi o f56Y ii miition for inreresr rarc 
s\\aph designared as fledges. See hote 14 for J aiccuhsioii o f r h c  
subequenr  designiirion of Uie TPGC proietts amch :inti i i d h A  
rie: tieid :or d e  

In iuiie 2003 TECO En?:?, h>irislied the mink  fimiiciii; condi.  
[ion restiiriiig 11: me am?ierarion oiTEi:O E n v y  c pi;ir,inrzt~ uhli- 
p r io i i  ;;nu rsecured a rinai ~gr rex ,e i i r  \\i:ti Faiiaa ro etlecr :ne rer- 
niiiiario:i a i  Pandas involvcmcii; in :nts pa r rn? rh i~? .  Procccdc 
ironi [lie baiih tinanciiig ooraiiied in lune ?llll.j, i\iiic;i is niore kli) 
discussed in So te  6. \ \ere uied I O  fund [ne net ieriiiiiiarioii pa! - 

men[ [ ( I  Paiida. Upon accelerauon o! uie pixmree oti!igari[in and 
the resulting parrnership rerminanon. n\'L indireuly received the 
30-percenr oursranding partnership inrerests in TPGC. .As preii- 
ously discussed, under the amended ayeemrnrs .  535.0 niillioii. 
pre-tau, had been recognnlzed in April 2003 as the fair value of die 
Sa ran ree  obligation. The remaining amount \vas recorded as due 
from Panda and collarerdized by Pandas reniuniiip iiirerest5 i n  

PLC. Foreclosure proceedings ivere consummareti on f'anda's 
remaining interests in  PLC iii September 2003  ice Sotes 1, 17 anti 
71 ior addiriond detailsi. . i s  of Dec. 31, 2003 subsr;iiiri:illy all of 
the assets and iiabiiiues associated \\ith theTPGC projects illnion 
and Gila River1 \cere classiried as held for sale .UI rc'sulrs ol opera- 
[ ioiis ior these nvo projecrs ha \ e  w e n  rcclassiticd IO disconrinued 
operarions for ail periods presenred 

For the year ended Dec. 31,?003,7i\'G recorded [oral p r e - t u  
charges nfS249.1 inillion iS l j j .9  million nfrer r a y ,  a b  3 direct r e d [  
of [lie consolidarion ofTPCC. Of die roral charges recorded. 595 2 
inillion pre-t;L\ (S61.1 million atrer la\#. \ \as  recorded in conrinu- 
ing operariotis IO reflect a g(iudi\ilI inipairineiir discuwt t  in Note 
3. Sce hote 14 for 3 discussion oitiic reniaining amount  recorded 
in  d~scontinued operations 
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13. Income Tar Expense 
Income t u  expense consists of ilie ioliownng coniponenrs. 

IncomeTax m e n r e  

2003 

- 
117l i ! i lOl I i  F e i ~ r ~ i . '  FoI.f?gf, .Ji'lit' I O ~ i i .  

Conrinuing operations 
Currenr payable 
Deierred 

s 49.7 S 2.2 S 6.3 s .58.7 
1175.4) 5.3 ~,18.61 ! I Rn.7 

.Amortization of investment t a  credits 14.7' - ' 4 . 2  

Income ray benefit from conrinuing opercrions : 130.4 ? .J t12.3' L 333.2' - _  
Discontinued operation> 

Current payable 8.4 - 8.0 16.4 
Dererred 1487.3) - (33.3! i520.61 
iiicome ra\ benebr from dix-ontinued operations i478.9 - 123.3' (504.2 

Toid income [L" ewense benefit S i609.3) S 7.5 s (37.61 S 1639.4 

2002 
Continuing operarioni 

Current pahabie 
Deferred 

- - .hnorrizauon of investment [a\ credits 14.8' 14 8 
Income r a y  benedr from conrinuing operations \5:.9 1 .o 3.2 , G I  7 

71 7 - 5.6 27.8 Currenr payabie --.- 
- '1 1 1!2U.41 Deferred '18.2 -._ 

Discontinued opcrarions 

lnconie t x i  beneiir from disconrinued operations 4.0 - 3 4 7.4 

Total income ray esoeiise lbeiiefir S .j3.Y 5 1.0 s ti.6 s 144.3: 

200 1 
Coiitiiiuiiig opernrions 

Current p a y b i e  s 81.3 S -  s 17.5 S Y8.8 
Deierred ::14.l - i:. I 11U1.7) 
imornzation of in\'estmenr r u  credirs '1 9" (-1.9; 
Income ray benefit from conrinuing operarions i 7 . T '  10 4 ' 7 . 3 ,  

Current p+ciblr 13.5' - 2.4 (1 .1 )  
Deferred '1.4 - :o 3 iI .7 '  
liiconir [A\ berietir from discontinued operations 4 9  - 2 .  I (2.8' 

Tnral income rat expense Iheiiefits 5 2 . G  s -  s 12: S ,10.1! 

- - 

Discontinurd operations 

TECO Energ. uses the liabilin, method IO derermine deferred 
income rayeh .  Under t he  liahilin method, the compaiiy esrinicireh 
its current r;t\ ekposure and assesses the remporan diifereiice\ 
resulting from differences in die trearment of items. such ac depre- 
clarion. for financial sraremenr and tav purposes. These differences 
are reporred as deferred taws. measured ai current rates. i i i  the 
consolidared financial staremenrs. l lanagement  rewiewvs all rea- 
soiiabl!, available current and hisroricd information, including toi- 
ward-looking infoi-marion. to derermine if i t  is more Iikel!, than 
not, thar some or all ofthe deferred ray asser\\ill nor be realized. I f  
inanagenient dererinines rhar i t  is likely thar some or all of a 
deferred 1 3 s  asset w$dl not be reallzed. then a valuation allow$ance ib  

recorded to repon the balance at the amount expecred io be real- 
ized. In accordance wirh the policy, at Dec. 31. 2003 a valuation 
resewe of SG4.2 million ivas esrablished and charged to income io 

retlect the esrimared anioiinr of state deferred tax assets ivhich 
may not be realized due to the lack of future tavable income. 

Based primarily on the reversal of deferred income r a y  Iiabiii- 
ties and future earnings of the company's core utiliy operations, 
managemeiir has dererniined that the ner deferred tax assets 
recorded ai Dec. 31. 2003 w i l l  be redized III f-rure periods. 

and Iinbiliries recognized in rhe  balance sheet are as follo\~,. 
The principal coniponenrs of the companys deferred rm assets 

Deferred Income Tax k s e t s  and Liabililies 
l f l i i l i o r i  !AY 31. 2011.7 ?002 

Deterred income rL\ r issels 

S 578.8 5 86.8 Propern related 
.Urernari\.e niiiiiiniini t'n credit ionyard 224.6 201.3 
Goodw\ill \w.rireduwvn 107.5 - 
Other 204.8 52.1 
\hluation a l iownct .  164.2) - 

Toral deierred income tax assets S 1,051.5 S 340.2 
Dererrrd income [in Ii;ibilities 

Propern relared S (521.81 S (565 31 
h i s  dilIerenCr in uil anti properlie. 4 . 4  113.91 
Otiier 19.3 84.2 

Total deferred inconie t i l s  liabilirie~ S 1498.0) S i495.01 

1 ,  Lrnaiii proprri! rriarW asseis dnd I i a t i i i i l i t ~  h a r  hreii iiriirt: 

Included in the "Propem related" coinpcinenr of the deferred 
tax asser. as of Dec. 31, 2003. is the impact o f t h t .  ;i\set inipciir- 
iiients and [lie relared efrecr o n  hedge accriunriiig discussed in  
Notes 2.  10 and I? .  
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2t j j  j --- ~ l e i  loss income rrom continuing operations 114.7 - -  
Total income r a y  proiision I benefit - 1135.2 3 1 ,  

Lash incomr trom continuiiig operations before Liconie r a e '  

- 1  z 
- 1  - 

158 2 , ) > -  - i149.9 --> 3 

During 2003 p r e - t a  lobse.; tiom continuing operations. See. 2~ 
credits a:id uie reclassihcarion oi  results oioperations to discontin- 
ued opeiations a b  described i n  Sore 11.  caused ranations in the 
oierall e!fectiie income t a  rate throughout the year aiid at year- 
end. 

continued operauons \vas 36.?r~. !2.35 a i d  -8.09. respecavely. in 
2U03.?001 and 2001. The total efecrive income tax rate differs 
from the federai sraturor; rate due to irate income tax, ner of ieder- 
;I: income [;ti, the non-conventional fuels ra\ credit and other mis- 
CeIiaiieou'I irems The acrual cash p a d  for income taws as required 
m'me alrernativt. iiuiiinurn [a' nile5 in 2003.2002. and 2001 \vas 
j j 8 . 8  miliion. Sy1.3 nidioii and S 2 . i  million. respecuvel!: 

The prolision for income taws as a percent of income from dis- 

13. Discotitinlied Operations arid Assets 
Held for Sale 
Union and Gila River Project Companies (TPGCI 

In Ocrober 2003. h e  compuiy. h e  bank  financing group and 
the Union and Gila River project companies entered into a suspen- 
sion agreement isee Note 201 in order to continue discussions 
regarding the operaung budgets and performance of the nro 
poiver plants. In late December 1003. ii stand-still agreement was 
riitered into bv the same parties ro conrinue to facilirare the dis-  
ciissioiis {see Note 201. See Sote23 t o r  a discussion of subsequent 
even15 ithich impact both the suspension and the stand-still 
agreenienrs. .is of Dec. 31, YO03 management \vas commitred to a 
plan to sell T K O  Eiiera 's  ownership of the equir). or net assets oi 
the project companies. The company expects to coinpiere the 
tranifer ofTPGC in 2004 l h e  Union and Gila RiLer projecr coin- 
paiiies comprised p a n  of the TLVG operating segment untii desig- 
nnred as assets held for sale in December 2003. 

See Kote 23 regarding subsequent events relating to the Union 
aiid Gila River project coinpruiies. 

As an asset heid for sale, the assets and liabilities that are 
expected to be transferred as parr of die sde, as of Drc. 3 I ,  2003, 
!ici\e been reclassified. respecriiel>.. in the balance sheer. 
Ftirtherniore. the company has determined that  TPGC meets the 
criteria o i  ii discontinued operation. Results from operntiniis for  
the Union and Gila Riwr project companies have been reclassified 
to ' Discoiiriiiued operanons" for all periods presented. For [he 
years ended Dec. 31,2002 and 2001, TPGC \vas a dei,elopmenr 
stage company. The folloidiig table proiides selected components 
of discontinued operations for TPGC. 

components  of income From disconrinued operations - 
Union and  Gila River Project Companies 
rfiiliioiis, 

f o r  riie i w r s  rridrd Der. 3!. -1003 ?OiP ,1001 
fievenues S 319.1 5 - S - 
,Asset impaimienr (1,185.7) - 
[Loss, income from operarions (1,239.81 - 
ILossi on joint venture 

termination (153.91 - 
iLoss1 income before proiision 

for income rmes (1.441.41 2 ;  4 13.1 
iBenefit: provision ior 

income rmes f522.71 I O  (1 5.0 
Set ' loss' iiiconie from 

discontinued operations S 1918.71 5 lti ii 5 8.1 

! ,  Includes ciiarg?.; recugiii7t.d 111 dccorilniice \ \ I I ! I  r \ \  : i . 3  

. -her i r i i p i r i r w i i r  h r g e  
The pre.tah ;isset impairment ciiarge of 51,185.; riiillion IS762.0 

inillion atrer tat! is comprised 0 1  a n  iiiipairinenr iii i o r i ~ - l i v e d  
aairts and a related charge to renect rhe impact, of  hedge 
accounring The p r e - t u  assel inipairnicrir cli;irgLL o iSI  .UYY.3 mil- 
I ioi i  \vas recognized i n  accordance ijirti F.AS 144 TIic recogiiirioii 
ot [he asset iiiipaiiiiierir effecrively ~icce1er;ired the iccugnitiun of 
preiwuslv capitalired inrerest .As ;I resalt. in iicsordance i w h  
cmti tlo\\ hrdjie iiccouiitiiig tinder r.b 133 i i  r e i e r d  trcini OCI ot 
522.6 inillicin ot pre-[a\ losses o n  the iiitere\i rrirr \ n a p >  \\ ; I \  

required to giie e k c r  in the iiicoiiir biatenirnr io rile prri.iously 
heaped inrerest ivhicli \vas capitalized during coiisiriiciioii. 

In addition. [he change in future especiarions regarding the 
probabllin of the company retaining the ioiiji.:eriii, noli-recourse 
debt reiulted in the reversal oii in iidtlirional S63 8 iiiillion pre-tax 
losses ivhich ivere pre\ioiisly deterred in OCI and relaied fii the 
future recognition of capirnlizrd inrerest ;iniortiziltion a n d  future 
interest expense o n  r h e  non-recourbe debt. airicipared ro be rec- 
ognized i i i  periods Tubsequent IO 2004 Sec Sore IO for a full 
description oittie asset impairment conipoiicnr and Note 2 for 
additional der& on the hedge <iccouiiriiig O C I  reversdl conipo- 
nents 

LOSA oii jorrir i'eiirutc r u i r i i i i ( i r i o r i  

.is discussed in grearer detail in Note 12. riir coiiiolidarion of 
TPGC on ,Apr 1, 1003 resulted in the recognition ot a pre-tax 
charge ofSl.53.9 million :S54.7 million atrer r u  ivhicli \cas record- 
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ed in discontinued operarionh. This p r e - t u  charge included: 535.0 
million 1521 -1 million aner related to the paruirrship terniina- 
t ion under the guarantee: and SI 18.9 million !5:3 3 million m e r  
tax relared to the consolidation ofTPGC to reflecr :ne impact oi  
Panda'> ponion ofTPGC partnership deficit and the eliniination 
of cenam r e l a t e d - p a q  liabiliues #,see Note 17 

The follo!\ing rabie prolides a suminan. ofthe c-ing 
amounts  of  the significant assets and liabiliries reported in the 
combined current and iion-ctirrenr ' :%sets held for sale' and 
"Liabilities associate0 inui assets held for sale" line iiems 

Assets held for sale - Union and Gila River Project Companies 

Curren; assets > ,1.Y 
Set propern.. p la i t  and equipmen: i ,36;.9 
Other iiivestinenrs 635 : 
Orher noii-currenr &et5 73 : 

S?. l4[ l .6  

l l l l ~ i l 0 l ~  LK. 3i. -7003 
r -_ 

lord ajsers held :or salt. 

Liabilities associated \\ith assets held for sale - 
Union and Gila River Project Companies 

Current liabiliries s 94.0 
Long-rerm aebt.  non-recourw 

Secured facuin note 1.393.0 
Financing tacdin note 676.: 

Oilier noli-current liabliiries 2 1 :  
Total iiabilities associated 111th assets held tor ;ai? S2.186.8 

niiliioiu, Der. 31. -7003 

1 . \>  d t f : i W  in rhc It.@ documcnrh 

Ciirrelir nrid iioii-ciiri'erir msers 
Cuirenr a w t s  include Sl8.8 mil l ion of restricted ca5h \ \ ,hich 

under the terms o i the  leiiding agreements for the prolecri. is pri- 
marily related to cash to be used for construcrion-related purposes 
onl!: .Also included in current assets is Si  G , 1  million. representing 
the currenr porrioii of the investnienr in Union Cotiiin bonds. 
described in Orher investnients belo\\. 

.\iv p i a w n :  pintif mid t q i i i p i i i e i i :  

Ser propern.. plant and equipment has been reduced b!.accti- 
inulared depreciation of 5.19 4 million and an a h b e t  impairmenr 
charge of S I . O Y Y . 3  niiliioii. This iinpairment charge a o s e  ;is ;I 

rcsiilr of changes i n  management's expectations. includiiig irs 
long-terni strategic outlooL. and is inore fully descrihed in Note 10 
The decline ofrhe fair value of the disposal group tcoinpriscd of 
the assets and liabiliries expected to be transferred upon disposi- 
tionl below the c e i n g  value is directly atuiburable to the decline 
in future tvholesale poiver price expectations as a result of the 
repercussions of the faiiure of dereguiarioii in California and the 
Enron bankruptcy: less than economic dispatch in some areas oi 
the countr?.: the U.S. economic slo\\do\\n: uncenainn  i \ i r l i  

rcspecr ro long-term price recoven  and the significant ~ S C L ' S S  gen- 
erating capacity ii i  the man! areas of the countn.  The prima? 
triggering eveiit for the recognition ofthe charge by tile compnn! 
\\as die significanr change in manageinent'i expectauonb regard- 
ing the conipan!,'s long-term fiirure iiivoliement in the Unioii aiid 
Gila River project companies and the decision during die fourdl 
quarter of 2003, Io sei1 die project companies. 

Other i i z i a " i t . s  

Other investments includes industrial revenue bonds from 
Union Counn.  .Arkansas. \vhicli \yere acquired by Union Po\\.er 
Panners. L.P IUPPI. a subsidian ofTPGC, \iirh financing obtaiied 
by borro\\ing5 from Union Counry ithe Counr).~.  As of Dec. 3 1 ,  
2003, UPP's investment in the bonds from the C o u n y  toraled 
SF92.3 inillioii. which equals rhe nun-recourse financing facilin 
trom Union Ciiunn. Union C0unn.s debt senice pavnienrs on the 
bonds equal UPP's debt sen ice  obligations IO the Counn. This 
agreement proiides an incenrivc to and a nieans through ivhich 

[he cornpan\ can inves: in the Counn.  Fo: penods prior to De; 
31.2003. TECO Energ  did nor inciude TPGC in uie iui1soiiadted 
B i m c e  Sheet !see Note 12 . 

1n:erest inconie o n  tne investment and interest e k p n w  ori the 
related long-term. noli-recourse financing h a w  no  net impact on 
the compani s results of discoiitinued operations The obi ipuon 
[o pd! cash uncier me ion$!-term deb[ ib hh o t k t  h\  me righi lo 
receive cash from the bond issuer Tile intrrest rarr nrib inatur:n 
date on  bod1 the bonds 2nd [he relared ionp-term w b i  is 7 . 5 : .  or.: 
\'ear and lune 202 i 

Ciirreri! i l r l i i  iiOii-cl1mt'ii: iinuiiiIi?.> 

liicludeil in current liabiiiries is ine current pon i~ i :  of:~.t '  
iiiiaiicing iaciiin cue to Uiiiori Courig. described iii i h e r  ! r i \  est.  
nients a h o w  o f j l t i  2 million and S j X  H mlllioi: ,626  4 !nill:on cur-  
rent and 532.1 n-Airon non-current ior inierert raxe q\\ap, entrrrd 
into b! [he Union and Gila River prolrsr> i n  coiiiiei'tioii \ \ i th uir. 

noli-recourse collarerdized bor ro \ \ inp  
The purpose oirhe tnterrsr rate s v a p  agrecinciir L\ ro cfiecri\L. 

I \  convert a ponion of the floaring-rate dcbr ro J fL\d rnrc A t  D e i  
3 1 ,  20011 and 2002. die i iot iond aniouiir of t i l e  iiireresr rdtr s v a p  
agreeinenrs \\'as S 6 S ; . S  niiliion m d  S 1.035 0 niillion. re~i)ccti\ei\,  
The inrerehi rate sivap agreements ha\.? ternib ruigiiig t i o i i i  2 [(I 5 
years \\ith the niajorin' niartiring in j U i i K  10Oh. 43 niore full!. 
described in Note 2. the designation o i r h r  wcured i ~ a l i n .  m e  a2 

a 1iabiIin.associared \ v i h  assets held for sal? resulted in the 
prospective loss oi hedge accounting for the periods bevoiid the 
e x p c t e d  effective date of the sale. 

.Soil -ri'coiirse. seiwrrdfncjiin, i io ie 
In 2001, the Union and Gila Ri\.er projecr conipinies obtained 

consrructinn financing of S1.393.0 niillion in the form of floating 
rate. non-recourse senior secured credit faciiiries from a baiA 
group. The construction loans \ \ i l l  conven TO term loans upon the 
completion and full commercial operation of the Union and Gila 
River projecrs. Iiowever. coii\'crsion \ \ i l l  not occur during the 
5uspension Period. as agreed under the hispension .Agreement 
described in Note 20. The Union anti Gila River project c o i i i ~ i ; u ~ i e s  
each jointly and severally guarantee and cros~-ctilIaterali~e the 
loans and debts ofthe other The loans iirr noii-recourse to TECO 
Energ.  n V G  and i t s  subsidiaries til21 o\\ii the project eli t i t ies. 

C r d i r  Faciiirii'j 
The Union and Gila River project companies have credir facili- 

ties for comniercial letters of credit and debt sen ice  3 5  part ot the 
iiori-iecoiiise project firimcing. 'l'iiesr fiiciiitie\ iire recourbe onl!. 
to rile pro)ecr companies, and not io  TECO Enerh? or i t s  other suh- 
sidiaries. Each project conipiiny s ccininicrcid letter of credit f a d -  
n' oiS100 inillioii is to PJciiitate ga \  purchase5 and power sales. 
Total aggregare letters (11 credir outstaiirliiig under [lie t \ u i  com- 
mercial faciliries at Dec. 31. 2003 \vas S l 4 4 . 1  niillioii. Each project 
conipan!. also has a S10 niillion debr senice reserve facili:), nei- 
ther of \vhich has been dra\\n upon at Dec 31. 2003. The Union 
and Gila River projecr companiei '  nun-recciurbc prnlect facilities 
ha\ e iiiariirin d,itea of liiiic 2006. 

and Gila Rn er projects companies. 

Other transactions 

actions and achieved significanr inilesrorie, to\\ards iidtiitional 
trans.iction5 anticipated ro be completed. its of DKL.  7 1 , 1 0 0 3 ,  in 
7004. The completed t ransmiuns  include: die sale of tiardee 
Power Partners. Ltd. iilPPj in 2003, and the sale ofTECO Coalbed 
hiethane in 2002 [see Sote  21) .  :\s a result of thc accounting treat- 
ment ofthe sale of HPI? [he results from operations of HPI' 
through the dare of the sale aiid for all prior periods presented are 
included in continuing operations. For all periods presented. the 
resiilti from operationi ofTECO Coalbed hlethiine are presented 
a5 discontinued operations on the iiiionir statement. .As of Dec. 
31, 2003, no significant assets or l iahll i t ies remained relating to 

See Note 23 reparding hubjeqt ienr  e\ 'en ts  rcl;itinR IO t l i i ,  Union 

In 2003 aiid 2002. the compan\ completed several sdes trans- 



rnese nso enririej r \ i U i  [ne exceprion oicenain cash procerch iielti 
b! TECO Energ; i\nich arr  subjecr 1 0  resrricrion. a.; UtTnbrd ii>. 

hote I 
.ii oTDec. 31 2003. manapemenr \vas comrmned ro a pian ro 

jell Prior E n e r p a n d  BG.4 ,former!!. a componenr ofTECO Ene:z 
henices , .  The cornpan!. especrs ro coniplere these sales in earl! 
700: ,see Sote 23 for derad, olrhese sub>equenr rransacrionb .G 
of the same dare. a subsidian ofTECO Energ, complerec die salt. 
ofsubsranriaiiy all of h e  ner a3her.r ofTECO Gas k n i c e i .  Thesc 
enriries comprised pan  ofTECO Energ, s Other unreylared b3.l- 

i ic j ies sepineii: I n  accordance tt7rb. F.AS 114. h e  assets and .lobi,- 
ties mar have ye1 [o be rransferred as parr of rhese rransacrions. 
of Dec. 31.2003 have been reclasjiried. respecuiei!. i n  rhe  baimce 
shee:. Resulri from operauons io: Prior tnerg! and TECO Gas 
Senices have heen reclassified 10 3iiconrinued operarions" 

r i n u d  operarions tor rransacrion~ oriier rnan the Unior, and Gi la  
Kiier projecr5 TPGC rran~ocrioii~ 

Componenrs of income from discontinued operations - Other 
m i l h i s  

For  r i i 1 ' l u i l . x  uiflL'd Dei j!. 2003 Xi12 ?O!i,' 

Re\ enues S 2 1 . 6  551.5 560.1 

Beioii i s  a raole ivhich pro\.iae\ selecred cornponenrs ofdiscon- 

Income from opersrions 
Gain on sale 
Income before prolisron 

for income taxes 

9.1 22.1 24.h 
39.7 12.; 

16.8 32.9 22.3 
Prmision for income raws 18.5 :3.2 ,7.6 
Set income rrom 

discoririiiued oDerationi S 28.3 S 36.1 S 30 1 

I Ir.cltideq inrerna; f inanc ing  C I > \ I L .  ail i icawd prior i o  discoiiiiniied opcra- 
:im\ titvgiiariun in!ernd,\ aiiocnied cu,i\ lcr  ?0(1:3 2002 and ?OUl  
'nere ?,L p:e.m\ :;lies 01 8-.,, - " ,  a i id  7 ;  resprcii ieii bawd o n  [ l i t .  aier-  
Y ~ L '  1 i i i ~ ~ i 1 1 ~ . ~ i i !  ii: t.ilcli >unt,ci.!r'. 

Rt,l 'rlii It's 

Revenues for e n c r 3  niarkeriiig operarions ai Prior Eiierp and 
1ECO Gas x n i c e s  are presenred on a iier basis in accordance \ \ i rh  
tniergiiig IssuesTask Force So. iEITF: Y9-IY. HrporiirigR 
Gloss NJ n Pi-iiicipiii wisiu.\e: [i, wi .-igefi:. and EITF 02-3.  
iitwgiiirroii orid Reyortrrig ojCaii is iiiiii Losses ori Eiiergv Trodiilg 
C o t i r r m s  Uiider is~iirs J\o. 98-10 i i i iri  00-! ?. to retlecr the nnrurr ti[ 

[lie conrracrud relarionships i+irh custoniers and suppliers .As a 
resulr. cosrs iierred ngainsr revenues lor die ycars ended Dec 3 1 
2003, 20111 aiid 2001 \cere 5853 -1 million, S568.3 millioii and  S I U 5 . 5  
mdlion, respecri\.el! 

GoiL VI1 siiie 
.\s a resulr of the sale ofTECO Coalbed l lerhane in Deccmbrr 

2002. the coinpan!. recognized pie-ray gains ofS3Y.7 milliori :S24 I 
inillion aner [a, and Sl2.7 million :ST.: million aher r%\'  for thr 
years ended Dec. 31, 2003 and 2002. respecrivcly 

The i o l l o w g  table provides a s u i n m q  of the carning 
amounts of the sigiiificant assers aiid liabilities reporred i n  [lie 
combined current and non-curient ".&sets held foi sale" and 
"Liabilities associared d r h  assers held for sale" line iremz for dl 
orher tr~nsiicrions described above: 

Assets held for sale - Other 
~ l i l / / / l O l ~ ,  Dtc. 31. Xii3 
Currenr assers S 96.5 
Let properg.. planr and eqtiiprnenr 1.5 
Orher non-currenr assers 8.2 
Tooral assers held lor sa le  S106.2 

liabilities associated ~vith assets held for sale - Other 
fniiiiiofui Drc. 3 1 ,  2003 
Currenr liabiliries S 55.4 
Orher non-currerit liabilities 
Toral liabiliues associared \\id1 assers held ior sale S 55.4 

15. Other Compreheizsir~e Income 
TECO EiierR. reporred h e  foiioinng omer compreheiisi\ e 

income loss for [he years ended Dec 3 ;  20(13 ?(Xi2 acd 2 i )O:  
reiarrd 10 change> in the fair value or cash fiou n q r ,   row!^: 
currenn adiusrmenrs and ailiusnnenrs ro riir inin:nium periqioii 
iiabiiin as5ociared n im die conipdii\'s 3upp:enirnrai CU~CLI:I\ I' 

ietirenien: plar. 

Tur:ii ortirr ci imprrnen>n v 

1os\ income S ( 2 3 . 5 :  S 18.9 S:14.6 '  

2002 
Ilnredizrd 4 0 ~ s .  gain o n  

Less: Loss :gaui reciassiriea I D  
cash t lO\\  hedges S '51.7 S iC(i.4 S :30 R 

ner iiiconie 2 Y  0 11.4 17.6 
Gain (loss1 on cash I loiv tiedgeh 5 ,?X j %u' S 113.2 

Pension adiusrmenrs , ,  - ' ' I K  , - .  14.4; 

Toral other comprehensive 
;lossi income S ; : 1 u F '  S ! 1 1 . 8 i  S118.8' 

Foreign currency adjusrrneiirs i 1 2 '  - (1.2 
' -  7 

16. Employee Postretirenieiit Beliefits 
Pension Benefits 
TECO Eiierz 113s a non-coiirrih~iroi~ delirietl heiirlir rerire- 

iiient plan tvhich cowrs siibsr,iniially all employees. Heiirtirs are 
b,iwd cin employees apt., years O i  sen'icr aiid riiid n w r ~ g e  earn- 
ing\ 011 Apr. I ,  2000. rhe plan \vas amended 10 pro\ id? for hene- 
firs I O  be corned and pavable subsranrially oi l  a l u m p  s u m  basis 
through an age and sewice credit schedule for eligible panicipdnrh 
leavirip rhe company on or aher iuly I .  7001. Other significaiir pro. 
\?,ions oi the plan, such a5 eligibilir!,, definitions of ciedired s e n -  
ice. final ai'erage earnings, erc., \ \ere largely unchanged. This 
amendmenr resulred in decreased pension expense of approxl- 
inarely S0.8 million in 2001 and a reducrion of benefir obligarion of 
S6.2 million a1 Sep. 30, 2001. 

The conipan!.'s policy is I O  fund the plan ivitliiii the guidelines 
sei by ER1S.A ior die minimum annual coiirriburion and die maw- 
mum dioivabie as a deducuon by [he IKS In 2004, [he compa- 
ny expects to make a contriburion ofabour 514.2 million. 

250 



.Amounts disclosed for pension Denefirs dsci include thr 
uniundea obiipations tor the supplemental esectitiir reriremen: 
pian>. non-qualified. non-conrriburon defined Denefir retireinen: 
plmnj a i d a b l e  to cerrain senior management. in 1004, the coin- 
pan! expects Io make a ConrnDurion oiabour s!.: nitlion Io these 
plans. TECO E n e r 3  reponed other comprehensive iosses of 513 ti 
million and Sl .4  million i n  2003 and 2002, re>pectivel!. and ome: 
cnmprenensiie income of 50.3 million in 2001. related to adjust- 
ments to the minimum pension liabiliy associated nith the pen- 
sion plan and supplemental execurive retlrement plans. 

The asset allocation for rhe compan\.s pension pian as of Sep 
30.1003 and 3002. and ~e rzger allocarion for 10U4. b) asset care- 
gor. iolloivs. 

.Asset .Itlocation 
Torge: P m e j i i q y  ofPinri 4,s.wr.i 

.ilioco:ior7 r o f  or Sep.  30. 

Otner - - 
Total I002 loor, 

The compan).'s ini'esrment objective is to o b r i n  above ai'erage 
returns i?.hiit. minimizing i olariiin o i  exuecred returns oi er the 
long rern:. Tlie rarger equiries:fiwd income mn 15 designed to  
ineel iii?.esrnient objecrives. The company's strstep is to hire 
proven managers and allocate assers to refiect a mix ofinvesrnient 
s n  le>. emphasize preservation of priiicipal to minimize the iinpacr 
oi declining niarkers. a i d  stay fully iwesred except for cash to 
meet benefit pahnient obligsrions and plan expenses. 

Tlie assuniplioris for the expected return on plan assets iiere 
developed based on an analysis of hisiorical marker retum5, the 
plans pasr experience and current marker conditions. Estimates of 
future inarket returns are loiver thaii actual long-term hisroricd 
returns of [lie plan bur rvere factored into tlie expected rerurn o n  
asset assuinprioni to generate a consenariw forecast. 

tor pension oblignrioiis and  picin assets froni Dec. 31 to 5ep. 30 
Tne effect of r h l s  accounring change \vas iior marerid. 

in 2001. TECO Ener3, elecred to change uic mcasureineii: d a w  

Other Postretirement Benefits 
TECO Enerp  and its suh5idiaries currently proiide cenain 

pmret i remenr health care and life insurance brnefir.r for wb5:Lln. 
tiail! a! empiovees retiring afwr ape 50 iiiecrin; ccnain w n i c ~ '  
requirements The compan! contriDution roi\Jrd h c d t h  c x c  cui - 
erage ror niost emplo!.ees ii.ho rerired a5er me age ot 5 5  benweii 
jar. 1, !990 and lune 30. 200:. i s  liinireti to s defined aolldr heneti: 
DaSed on years of s e m c e  On Apr. 1.2UOO c o n i p m  duopied 
changes to ti!is p r o g a m  for pamcipanrs retiring born rnt. coinps- 
n!' o n  or after lulv 1. 100i The compani. contritrution toi\arc pre- 
65 aiid posr-65 ne& care coverage ror nioqt mipio!.ee.: rcariiig 
on or aiier iuli I. 2001. is iirmred to a dedned dol lx  henefir bawd 
on a n  age and s e m c e  scheduie. The iniuacr 0 1  t i l i b  aniendnieiir. 
including a change in the compan! s conimirnienr iiir turure 
retirees combined itith a graiidf;i:hering proiisioii ttir ctirrrnl 
rerired panicipcinrs. resulted in :? reauction in [tit' heiietir (ihiigCj. 
tion or S I  4 million i n  2001. 111 10%. riir conipdrii rupecxs I O  in .w 
a contribution of about S9 5 million t o  [hi. progrm: Posrrerirr- 
men1 benetit levels are SubSlanUd? uiirciared to sai3.n.  Tiic con.:- 
p.m!. resene.; me righr to rerniinare or modih t h e  \ i tniic I!: i v i i o ie  
or in p a n  at any  rime 

On Dec. 8, 2003. Preaident Busti aipned into h i v  the Jlrdicarts 
Prescription Drug. improvement and  Jlodemizatioii :\ct of2003 
ithe .Act). Beginning in ?OOG. [he iieiv l a i v  adas pre~cription drug 
coverage to Vedicare. ivith a 28% tax-free auhhid!. tu encourage 
emplo!,ers to retain their prescription drug programs for retirees. 
along \\it11 other key proiisions. TECO Encrp ' s  current retiree 
medical progam for [hose eligible for J led icxe  igenerdl! over age 
65) includes coierage for prescriprioii drugs. The cornpan\. is con- 
tiniiing to analyze the potentid impaci the .Act ma!. li:ii~e on the 
conipan!.'s FAS 106, Erirpiown ,4cmi i~ i r i~ ig , /o r  Pasrrwrtwitwr 
Btrit;fir.< Orher iTiimi Pur i s iou  expense and ivhat. if any. pian 
design changes should be niade rvit l i  respect to the coinpnn!,'b 
retiree medical program i n  responsc to tlic ..\cr. 

for benefir obligations from Dec. 31 to Sep. 30. l'tie etfect of thib 
accounting change ivah not niateria!. 

ance ,heel impact. as iveii as the heiiefit oblipation,. assets. fund- 
ed stsrus and rnrc assuniprions ascociareti ivitli the pension and 
oiher postretirement benefits. 

In 2001, TECO Ener3,elected to cliarige the nieasurenient date 

The fdi~ii\iiig clinns summarize the income statement and bal- 

Benefit Fipense 

t ? l l / / I O l ! L '  2003 2002 21101 2003 2002 2001 
Components of net periodic benefit expense 
Senice cost fbenefirs earned during tlie period s 11.3 S 11.8 s 11.3 s 4.2 s 3 5 s 3.4 

€\petted return on  assets (42.1) i12.91 I12.01 - - 
.bnortization of: 

Pci u i o i Bel i q i r h  Oi l i r r  Posrrriirt,irit,jir Hriirjin 

Interest cost o n  proiecred benefit obligauons 30.8 28 7 2:,5 12.5 ! I . ?  10.9 

Transition obligauon iasset) (1.1) 1 1 . 1 ,  (I.!; 2.7 2.7 2.; 
Prior sen ice  cost (benefit) (0.5) (0.51 i 0 . 5  I .a 1 9  2 . 0  
.Actuarial (gain) loss 1 .4  (3.7 (4 4" I .5 ( I .  I 0.4 

2.8 !7 .7 ,  (8.Y 22.7 19 4 IY.4 Pension expense ibenetir; 
Special rerniination benefit charge -. ,  - - - U.6 - 7 -  

- - - Additional amounts  recopruzed 0. I - - 
Set pension expense cbeiiefirirecognized in [lie Consolidated 

Statements of Iiiconie s 2.8 S 15.0i S '8.91 522.8  S ? O  0 SI9 4 
Assumptions used to determine net cost 

6.75% 7. iO"L 7.50";.  Discounr rate 6.75% I . J O T  

Rare of compensarion increase 4.82G-0 1.6Gv0 1.139~;~ 4.82% 4.66% 4.69"k 
€xspecred return on ~ I a n  assets 9.008 9 . o m  Y on% sin S/,A N / A  

- -  ,.mu _ -  
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The folio\~;np rablr shows me iunuru statui: of rhe qual i f ied 
ana non-aualiiird pension pianns ior itnich the proiecrrd o o i i e j -  
lion exceeds h e  tair \ ,due of !ne pian assets 

Pension Plans - Projected Obligation h e e d s  Plan .%sets 
t n i l / m f i  Dci. 31. -7003 2002 

Projmed benefir obiigarion S 554.5 5 455 
Fair value of pian asset> 391.8 3;14 

Prolected obigauon i n  excess 

. i ccumbai rd  beiief[ obligarioi: s 480.0 s Aoc.o 

.A5 of Dec. 3:. 2003. ror die qualified and non-qualified pension 
plaiii, me accumulated oblignrioi: exceeded the iair value of me 
pian a>jet>, .Ah 01 Dec 3 i ,  2002 the accumulated obligarion 
exceeded die !air \'a.tie of h e  Dim a w r s  for only the non-qui i r ied  

Emplovee Postretirement Benefits 

iccumuiared obiicatior: in nces s  

Change in benefit obligation 
Sei  benefir obligation at prior measurenienr dare S 453.1 s 382.3 S 184.6 S 150.2 
Senice cost 14.3 i i.8 4.2 3.5 
Interest COS! 30.8 - ,  12.3 I I . ?  16 - 
Plan par1icipaiits' cont r ibu i ion ;  - 1.4 I .(I 
.icrusrid I ( ] > \  89.7 58.3 6.5 25.6 
P h i  amendment. - 1 . 1  - - 

- 1 -  - 0.6 Special rernuiiation benefits -. 
Curralmeiir (1.9) - 
Gross benefits paid 133.5) :?9.8' (10.5) (y.51 
Set henet i t  obligation at measurenienr dare S 554.5 S 455.: s 198.7 s 184.6 
Change in plan assets 
F J i r  \ d u e  ot p l a n  asset6 at prior measurement dare 
.icttid return on plan assets 
Employer contributions 
PLin parricipmts' contribution3 

s371.9 s 428.0 s -  s -  
51.7 (24.9.  - 

1.7 1 .7 9.1 6.5 
- 1.4 1 .o 

Cross limefirs paid 'including exuenses (33.51 (31.9 '  (10.5) L.5', 
tar \ d u e  oiplaii m e i s  at nieasurenienr date S 391.8 5 371.9 s -  s -  

Fair \a!ur ot pla:i assets 5391.8 S 371.9 s -  s -  
Bciiefir oblip,itioii 554.5 455.1 198.7 184.6 
h n d e d  h t a t u b  at ineasuremenr dare (162.7) , H 3  2 (IY8.71 \ I R 4 . 6 "  
Set contribiirions after meabtirement date 6.7 0.4 2.4 1 9  
Unrecogined net actuarial loss 165.6 m Y 47.4 42.4 
Unrecognized prior senice cost (benefit (6.9) kC.4 20.5 22 4 

Funded status 

Unrecogntzed net transition obligation [asset '  ( l A !  '2.51 24.7 77.4 
,Accrued Iiabilin. at end of year S 1.3 s 4 . R  S (  103.71 5 '911.5 
Amounts recognized in the statement of financial position 
Prepaid benefit cost S 16.9 5 1 4 8  s -  s -  
.icciued benefit cost 115.7) (18.5 (103.7) IYo.5: 
.\tidition;Li minimuin liabilin (82.71 '13 m - 
1nran:ible a s w  1.3 I . 5  
-\ccurnuiiited other coinureht.nsii.e incomr 81.5 I?.' - 
Sc: aniounr recognized ai end oiycar S 1.3 s , 3  8 s1103.71 5 ! Y 0 . 5  

Discount r'ire to dererinine projected benefit obligatioii 6.00Db 6 7?L 6.005 6.75ab 
Assumptions used in determining benefit obligations. end of year 

Ra!e of increase in conipenqation le\~els 4 . E r o  1.82=, 

Einployer contriburions and benefits paid in the above rable 
include both r i . ~ s e  anounrs  contributed direcdy to. and paid 
direcrly trom both plan ar.:ers and directly to plan parricipanrs. 
The assumed health care cost rrend rate for medical costs )vas 
1 l.5'<# in 7003 aiid decreases to . i .Oo~ in 2013 and thereafter. 
.i 100 basis pomr increase m the medical trend rates \b.ould pro- 

duce a 4 percent iS0.6 million1 increase in the aggregate senice aiid 

interest cost for 2003 and a 4 perccnt (S7.5 niillion: increase in the 
accumulated postrerirenieiit benetir obligation a b  of Sep. 30.2003 

.A 100 basis poinr decreahe in the inedicd trend raws ivould 
produce a 3 percent (SO.4  million' decrease in the amregare berv-  

ice and  interest cost for 2003 a n d  a 3 percent fS5.3 millioni 
decreabe in the accumulated piisrretirenient benefit abligarion as 
of Sep. 30.2003. 
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1 7. Reln ten Pa m*es 
In F e b r u m  2002. Tampa Electnc and TECO-P.IZD.4 Generaan; 

Cornpan\ I I  TPGC ! I  enrered n r o  an ashipmenr and Lissumptioii 
ageemenr under ivhich Tampa Eirctric obrained TPGC I I  5 r i g h t 5  

ana inreresrs to iour combusuon rurbines being purchased froin 
General Electric. ana  assumed h e  corresponding liabilities and 
obligauons for such equipmen:. In accordance i\nh rhe terms of 
die assignment and assumpuon agreement. Tampa Uecuic paid 
S62.5 million toTPGC I I  as reimbursement for amounts already p a d  
I O  General Electric b\.TPGC I t  for such equipinenr. S o  gain or loss 
\\'a, incurred on  r!ie rraiister 111 me fir51 a u m e r  of 2003. TLiinpn 
Electric recorded a S4e.Y million aher-la\ charge reiarea to die car -  
cellation of rhese :urhine purclme commimients .see Sote 10 

111 the second and third quanrrc  of2003. Tampa Electric 
returned approumarel! SI58 million of capital to TECO Energ, 
TECO brier3 had pre\iousl! conrribuied capital to Tarn?:. Elecrric 
in support o f lhmpa  Electric's consrrucrion program in die ivhole- 
sale business, \vliicti ivah suDsequend! scaled back. 

In Ociober 2003. Tampa Electric signed a ti\,e-vear conuac: 
renewal iixh an affiliate coinpan?. TECO Transpon Corporation. for 
integrated waterborne fuel transportation senices effective Jan. 1. 
2004. The contract calls for inland river and ocean uansponarion 
dong \\irh river r e m i n d  storage and blending senices for up IO 5.5 
million tons of co'd miiudl! uirough 2008. See Note 4 for addition- 
d detads. 

. i t  Dec. 3 1 ,  2001, nntes recei\,able from unconsolidated affiliates 
included the foIloi\ing: S 3 j . B  million due from TPGC; 5137.0 md- 
l ioi i due from PLC; S1.4  inillion due trom Energetickc Cenrruin 
h h d n o  IECKG~: 513.7 iiii!lion due from \losbacher Po\ver Parriiers 
L.P: a i d  S l l . 1  iiiiliioii due from EEGSA. 

.b of Dec. 3:. 2003, a note receivable of S8.1 i d L o n  due from 

EEGS.4 ,an unconsolidared atTiiare. beam: a cur re^: ehecriie 
interest rare ot 0. 1Ar. \ \as recorord on  ihe baiance sheel 

On Ian. 3 2003, rhe 5!37.0 miliion loan receivable froin PLC. a 
h.hotiv-o\\nec subsidian. of Pancia E n e r p  coni cried [o d SO-per- 
cenr oi\-nersnip interesr in PLC. ieading ro a loin[ veiirurc \+1th 
Panda Energ  This joint venture holds a 50-percent oi\iiership 
interesr in Texas l i idepndenr  E n e r g ,  LP TIE 
snip owns and operates me Ode. a n d  Guaddupc. p w r r  ,:ta1ion> 
in Texas. In September 2003 n\ compierrc'. torrcio>ure pro. 
ceediiigs against Panda E n e y ;  fo: h e i r  o\\:ierslii? irirrre.t i i i  PLC 
a i  a result of Paiida.; detJulr uiidcr ;I 523 0 ; i i i i ~ ; ~ i i  i i o t L '  rccei;abic 
Consequenrli, as of sep 3G. 2003. PLC i i  t u l ~ \  coiiwiimtcd iiiid [tit, 

523.u millioii nore ieceivable \vas cowerred iil 211 eqtiin uirerr.! 
See also Sores 1,  12 and 21 lor addiuoiid intorinatmn regiiruiii: 
PLC. 

The minpLin!. and its subhidiaries had  certain xiinsdctionb, in 
the ordinar! course o i  busineh.;. \ \ irkt  entities in \ i l i ~ i i  director\ uf 
the company had inrerests. Thew trrlnsacriui:s \ \ ew not ircateri;il 
for die years ended Dec. 31. 2003, 2002 and 2(101 So  ii!arerid bal- 
ances tvere payable as oiDec  31.2013 o: 200: 

Tht.Tlt  parmer- 

18. Eaniiizgs Per SIiare 
For rhe years ended Dec. 31. 2003. 2002 ,ind 2 M 1 ,  h t [ i c h  options 

for 9.2 niillion sliares. 4.5 million stiarr5 and 1.2 niiliion shares, 
respectively. ivere excluded froni the conipurarion of diiured carn- 
ings per share due to rhetr antidilutivc effect. .4dditioiiall), 17.1 
million comnion shares issuable unaer the purchase conrract 
associated \\id1 the mandarorily convenible equity units issued in 
lanuan .  2002 \ \ere also excluded from the compuinrioii of diluted 
earnings per share for each of the year5 ended Drc 31.2003 and 
2002. due io h e i r  anridiiutive effect. 

Earnings Per Share 

Kumerator Set ( I o s s i  iiiconie hoin conrinuing operarions. basic and dilured S ( 1 4 . 7  S'77.2 S 265.5 
Disconrinued operarions. ner of t u  (890.4i 2 9  38.2 

lniiiiioiu. e.rccpr uei ' j i inrc m m i i i i r s i  2003 -7O(JL' 2001 

Cumiiiati\,e effect of a change i n  accounting principle. net 
Set  ~ 1 0 ~ ~ 1  income. buhic and dilured Si909.4) s . N  I s :w 7 

14.3) - 

Denominator Average number of shares outstaiidiiig - basic 179.9 15.3.2 134.5 
Plus: Incremental shares ior assumed coiiversioiis: 

Stock oprions at end of period and conringent pertorniance shares - 2 .  I 4 .2 

Less: Treazun s h x e s  ivhich could be purchased - 2 0' (3.3' 

Earnings per share from continuing operations Basic S (0.081 s 1.81 s 1.98 

Earnings per share from discontinued operations, net Basic S (4.95) s 0.34 s 0.28 

Earnings per share from cumulative effect of change in accounting principle, net BASIC s lO.02) s -  s -  

. i\erage number of shares oursrandine - tiilureti 179.9 ! i l 3  135 4 

Dduted S 10.081 s 1.81 s 1.96 

Diluted S 14.95) C 0.31 s 0.28 

Diltired S 10.02) s -  s -  

Diluted S (5.05) S 2.15 s 2.24 
Earnings per share E m c  S (5.05) s 2.15 S 2.2b 

19. Sepneizt bzforinatioii 
TECO Energy is an electric and gas utili? holding company 

M i t k  significant diversified acti\ities Segments are determined 
based on how management evaluates. measures and makes deci- 
sions Mith respect to the operatlons of the enriq: The maiage-  
ment ofTECO Energy reports segments based on each s u b s i d i q ' s  
contribution of revenues, ner income a i d  total assets. as required 
by F.4S 131, Disch i i res  aboiir Srgnxnrs oJan Enrerprur urid 
Keiarrd /njornimioii. AI significanr inrercompany rransactions are 
eliminated in  the consolidared financial sratemeiirs of TECO 
Energy but are included in determining reponable segments. 

i s  more h l l y  described in Sote I ,  iii 1004, t h e  ccinipan!' reiised 
inrernd reporring informarion for die purpow of r\alu,iting. 
measuring and making decisions i\irh respect t o  die components 
ivhich preiiously comprised [he TECO I'oiver Senices operating 
segment. The revised operaring aegnienr. 'I'ECO \tholesale 
Generation, is comprised of all inerchant operarioiis. The non- 
merchant componenr-  are notv included in Orher Unregulated 
operarioiis 

The information presenred in the folloiving table excludes all 
discontinued operarions. See Note 14 tor additional details of the 
components of discontinued operarions 
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Sacs [n  aftiliare, 3.1 - 98.4 - 69.5 t l71 .3 '  - 
Tord revenues S 1.586.1 S 408.4 S 95.9 S 260.6 S296.3 5263.5 9170.8  S2.740.0 

Deprecinrion 210.3 32.7 12.3 20.6 34.2 15.9 326.0 

lnreresr cnarges 85.0 15.6 50.6 4.9 11.0 34.7 118.9 320.7 
 benefit. provision tor rzw 48.1 15.2 (27.0; 9.7 (64.4' !85.6 (31.2 ; 135.2 
Sei  'loss income from 

conr inu ing  opernrionc S 98.9 S 24.5 S i l 4 7 . 6 )  S 15.3 S 77.1 S (5 .4 '  5 '-7.5 S 1 1 4 . 7  
Gooc\\ii. ne! 71.2 71.2 

unconsoi iaared afri!;are.; - 158.9 - 184.6 343.5 

Resr iucrur ing  C O ~ I ~  9.9 4.1 0.4 1 .7 - 5.9 ?.ti 24.6 

- - - 
In: esrmrnr 11: 

Ooie: n o i i - c u r e n :  i i l \ ' es rmenr i  16.5 16.3 
lorai asaerc 4.178.6 651.5 3.398.7 315.8 340.8 958.; 618.2 10,4623 

- 
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Tampa Electnc Company proiiaes retail eiectnc ut i i in  renicec 
to more than 612,000 customers in \l'es: Cenird Florida. 113 

People.; Gas Svstem diiision is engaged in me purchase. distribi<- 
t io i i  and marketing o ina rum gas ior more than 24Y.0011 residen- 
r i a l  commercial industrid and eiecrric po\ver generation cuc- 
toiners in h e  state of Fioriaa. 

pons. stores and transfers c o i  and orher d n  b u k  commodirie. tor 
third panies and  Tampa Electric. TECO Transpon's subsidiuies 
operate on the \Iississippi. Ohio and Illinois riiers. in the Gul io i  
Xlewco and ivorId!\ide. 

TECO Cod .  rhrough its \vholl\-oi\ned subsidiaries. o\\ils nwi- 
e r d  rights and o\\ns or operates surface and underground niine> 
and cod processing 3Ild ioadmg iacdiues in Kenruck>. Tennesset. 
and \'irginia. In 2000, these subsidiaries organ operdring n\ [ I  >\T,- 

theric nie. processing iacilitieh \ \hose prciuiicrion cud i t i e  for rne 
iion-ct)ii\entioiial tuel5 ra crrdi:. TLCO Goa! rranlierreci me 5 i  i i -  

rtietic fur' operarions into a ne\$ iorined L X  ior the purpose ( i t  
coiirinuiiig gro\\di in me productioil and sale ofs!ntnctic me. In 
.ipri: 2UU2.TECO Cod sold a 43 .5  percenr interest i n  [ I l l s  entir, 

n\'G ha> subsidixies rhat h a w  interests in independent poi\.t.r 
projects in L'irginia. Texas. ,Arkansas. \lississippi and  k i zona .  

TECO Energ ' s  other unregulated businesses are primanlv 
engaged in m e r 3  semces .  engiieering and otining and operating 
independenr poi\er projects iiith long-rerin conrracts. in H a i i m  
Guarenida.  and. until [lie dare of die sale or HPI? Fiorioa .see Xote 
21 

TECO Transport. h rough  irs \rholly-oi\ned subsidiariel trans- 

Foreign Operations 
Othe r  Unreylared includes independent po\\er operations 

,ind iii\'estinenrs in Giiarerndn. TECO EnerT.  through i t 5  siih- 
d i a r i e s .  has a 96 percent o\viiersliip inreresr and operates 3 78- 
inep3\var! pot\.er station that supplies e n e r s '  to EEGS.4. an electric 
ut:liti. in Guatemala.  under a U S  dollar-aenoniinated poiver sues  
agreement 

.At Dec. 31, 21103, TECO Energy through a \vholl!p-oimed sub- 
sidiiin. had a 100 percent oi\nership interest in  3 120-inega\~art 
po\\er sr:irion d n d  i n  traiisniissiuii f,icilitieh i i i  Guciteniiiic Tlie 
p1:1>i proi.iae\ capacin- under a U.S dol!ar-denoinin;irr(j p n \ t . :  

agreement I O  EEGS.4. 
TECO Energy through a subsidian,  o \ \ m  a 30 percent inrercsr 

ii i  a coiisorrlum that includea Iberdrola. ai1 elecrric u r i l i n  in h p m ,  
and Electricidad de Ponugd. an elecrric uriiin. in P o r r u g i .  1 he 
conhortioni w\ns an 80.9 percent interest in EEGS.4 

Tord assets a t  Dec. 31, 2003. 2002 and 2001 includet! SA45 ti 
millioii. S4l j .Y m i l l i o n  and S4.54.2 i i i i l l i o i i .  re3pecti\,el!, relaird I O  

these Guaremdan operations aiid in\ estnieiirs. R e w i u c s  i i iclud- 
ed SYl.5 million. S118.5 million and S 3 . Y  million for the bedis 
ended Dec. 31. 2003, 2002 and 2001. respecrivel!,. and operating 
iiiconie included S53.1 n i ihon ,  S33.0 nullion and S3Y.0 niillioii io: 
the same periods froin these Guaremalaii operations and iiivesr- 

inen t,. 

20. Comnzitnieiits and Coiztiiigeiicies 
Capital investments 

TECO E n e r a  has niade cerrain coniinitnients in coiiiiectioii 
i\ith its continuing capital expenditure progriim. . i t  Uec. 31. 2003. 
diehe estimated capital iiivestineiirs total appriiximatei! S1 7 O i l -  

l ioii lor h e  years 2004 chrough 2008 and are summarized a'i h i -  
l O \ V i .  
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Foi 2004, Tanipa Electric expect. t u  spciid C IC2 i!iili!iii>., tw!i- 

<istirig o iSr  4 inillion ,coiiiir.iried a. oi Dt>r 3 : .  ?UO.i i i i r  i::c ci i : i>- 
pierion 01 tile repo\vcringprolecr at rile Lin:io:: hrJtioii. SI6 7 niLi. 

i iuii tor en\;ro:inienrd exprndirurez and S 135.3 i i i i l i ioi :  lo supper, 
s\'srem :ro\\Tii aiid prlie:,iiiuii relidiilit', l m i p . i  Eirc:ric s e ~ t m a t -  
eti capit~il  espendirureb over the 21~05-?008 periot! proitnetl  ro 
b r  51 oil6 4 inillioii. including S323.d niiiiioii to: eri\irt>iinitmtd 
expenditure. 

lion in 2004 ar.d SI60 million during the 2005-2008 p t m L  

Included in these miounts are approuiiiatri i  525 i:>,iIliuii aniitiall! 
ior projects associated i\ih customer gro\\.rh and 
sion. The remainder represenrs capital eupeiidiriire\ lor  tingoing 
n1aiiiteii;ince and system saft.5.. 

n\'G expects to invest S1-1.9 million i i i  2004. SG.2 niillion iif 

ongoing iiiainrenance and \varraiin. related i t e m \  on rlie TECO 
Under tAng  tor Union and Gih River poiver starions j'lus SS.7 mil- 
lion of net conrributioils to projects oi  unconsolidated aifiiiares. 
Cdp i td  expenditure5 arT\\'G for 2003 througli 2008 are expected to 
Or ahout 5100 million for the coinplerioii o f the  Dell and Jl c..\dam\ 
po\\t.r station.r. n V G  had outstanding coiniiiiriiieni, i i f  ;ii)proxi- 
niarel!.S13.3 million primarilh, fur conrriburion~ IO prciircrs 0 1  

unconsolidated affdiateh and  niaiiireiiancr projects 

11: .!UU4 and SIX! iniliioii during 7005 through 7008 inriiiil!. for 
i io rn id  reneitd aiid replacement cnpiral 

Legal Contingencies 

Capitd expendinires for PGS arc exuccred I(! be aiio 

Thc orher unregulated companies expect to ini'~'sr S-Il.8 i i i i l l i o i i  

T.\ 1 Ddi f inr i  'n Puli ' v i  .4 rh  rrnrioii Pmm,i / ;  i is 
.A iiispiite resulting in 311 srbirrnririn prcirectiing \va\ Iirriughi 

,ipninci a 'n\'G subsidinn, I l l  Dcliiiarvci l'oivcr, L.L.C. ~ ' I ' \ lDP) ,  by 
the lion-equin. nicnibci. SCI' of\'irginia. L.L.C. ISCP i n  rhc 
Conirnoii\\.ediii Cnehapenhe f'rolecr :CCC 'l'tie xhirriitioii pailel. 
iii ;I 2-ru.1 decison. found iri fa\or of S C P  a n d  irhutd XI inierini 
a\mi o n  Dec I;. ?OCI? anti, iifrer se\criil hr i i l i i ig  cvclez a n d  a 
reopened hearing, i s s t i d  i r I  iiii;iI ;ii\.nrc' i i i  5qirefntier 2OlJ3 

Under the award TIIDI '  15 obl igated t i l  acq~i i r t~  S(:l"s \oring 
aiid orlicr rights. pa!' SCP inrcrc>r oii rhc dceiiicd acqiiisirioii pricc 
from a prc-dcrerniiiird dnii.. and pa! SC1"s legal fecs as prcscribcd 
iiiiaei Uir  find a\\;ud Tlie forced iicquihitioii created ii p re . ru  1055 

oiS32.U iiiiliion, reprebenring rhr excesj ill the iitircli,i\e price over 
the fair value of the interests acquired 1.JlDl' IS wehiii: I O  vacate 
t he  nrhirr,iriiiii a w r d  in the U . S .  District Coiiri f i x  thv Districr of 
Coiuniliia and has nor yei paid the aiiiounr ( i f  rhc anard A s  01 
Dec. 31.2003 die conipanv h a \  rereneti  lor die lull Sli1.9 iiiillion 

reproeii:iiig the nixuiniuni pa;.nient oblijiarioii for thc aivxd plu\ 
iiccnied interest. The vacatur proceeding 15 51111 pending, and 
1s expected to he coinpiered i n  the h i i d  or lourrh quarrer of 2003. 



Otiirr ic:ioii\ 

i n  1larc:i 2001. n\'G under I [>  fnrine: iirmie ofTECO POW: 
senices  \vas sen.ed i \ i rh  a iai\suir filed in th r  Circuir Courr for 
Hilsborotigh Counr). oy a Tampa-based tirni called Gmpo 
Inreramerica.. LLC "'Grupo" in connecuon itith a potential 
invesrmenr m a poner  proiecr in Columbia in 1956. Grupo alleges. 
among omer things. ihar n\'G hreachect an orji  conrracr \tin 

Gmpo [hat \vould have alloived Grupci I O  acquire up to ci 2U-per- 
cenr inreresr in tht. Cotumhian m o t e s d e  pewranor. prolecr ivnen 
n1.G declined ro iiitesr in such urojecr. Grupo is beehng damages 
equal ro uie ne[ presen: v i u e  of Uie value of 20-percent of rhe 
proiect oier i[s hie. l \VG disputes the alegarions and denies ha- 
biiin since an! unaersranaing made regarding die invesunenr iii 
[he proiecr \vas subjecr [GTECO Energ\ B o d  approial ivhich \\'a\ 
n u i  G D X I I ~ ~ C  .A [rid dare has nor been se: 

t!illsi>orou$ C o u n n  apa::isr Tamps fiecrric. iii coiinecrion \\id1 
uie I~icarii~ii ot rrmsinissioii srruirure.; I:) c e r m i  resideurial area:. 
b! resiaeiirs in the m a s  sarroundiiig the srrucrures The 1iig5.- 
voltage power l i l ies  are needed hi ian ipa  Elecrric to move rlecrric- 
i n ' r o  die no:th!vesr parr of  11s s e n i c e  rerriroi;, \\.here popt~lariori 
gro\\ih ha> been experienced. 'The residenrs are seeking tu remove 
rhe poles or io receii'e nionerai? damage>. Tanpa  Elecrric i s  ivork- 
i n g  ivith die communin- 10 dererniine the teasibilir). of altrrnare 
r o t i r r  o r  srrucrtires or soiiie coinbinarion. 

Froin rime rn tiineTECO E n e r u  and i r j  subsidiaries are 
involved in various oihcr legal t a  and rewaron. proceedmgs 
beiore various cotins. regularon commissions. arid governnienral 
agencies i n  the ordiii,in course oi  irs buwiesj .  \ \here appropriare. 
accruds are n i x i e  in accordance \i?rh F.4S 5 ,  .iccwiriririgfor 
Coiir i i ige, isics. it1 prriiide f u r  iiiairers rhnr are reasonably I i l e l y  to 

result in an esrimable. inarerial IOS. \\-nile [he ourconie of such 
proceedings i s  uiicertaiii. iiianagemeiir does no t  believc thar die 
ui:iniare recolution of pending matters L \ < I I  have ;I niarerial adverse 
eifecr o n  rile coiiipiii! s results 01 operations or f inancial coiidi- 

Three la\\buirs h3i.e Lieen filed in  the Circuir Courr in 

t101i. 

Superfund and  Former hlanufactured Gas Plant Sites 
Tampa Eiecrric Conipan), through it5 Tampa Eircrric and 

Peoples Gar di\ irioiir. is a porenriall! responsible p a r n  for cenain 
superfund sire) and .  Lhrough irs Peoples Gas diiision. for cenain 
former manuiacrured gas plant sires. \ i i iue [he jomt and be\eral 
Iiahilir!. ajsoclcired \\ idi rtiese sites presents the poreiitid tor sign'!. 
ic;iii[ responhe costs. as of De(. 31. 2 0 0 3  T m p a  Electric Company 
has rbrimared irs tilriinaie financial i inbiiin ro be appro\imareI! 
220 million. and diis aniounr lias been accrued in the cornpan!'> 
financial srateiiieiits The eii\.ironineiiral reniediarion costs asso- 
ciared \\Ith these sires. bvliich are cspecred to be paid oi'er iiiaii! 

years. are nor espected to have a significant impact on cusroiiier 
prices 

the cleanup cosrs atrributable to Tampa Electric Company, The 
esrimdre, ro perform rhe ivork are based on acrual esriniares 
obtained from contractors. or Tainpa Electric Coinpany s experi- 
ence \%Idi similar work adjtisred tor site specific conditions and 
agreenienrs \tIth rhe respective governmental agencies. The esri- 
mares are made in currenr dollars. are nor discounted and do nor 
as,iiine a n y  insiirmce recoieries. 

.Allocation of the responsibiliy for remediation cosrs among 
Tampa Electric Company and other porenriall) responsible parries 
IPRPsi is based on  each pary's relative oivnership inreresr i n  o r  
usage of a site. Accordiiigly, Tampa Electric Coinpanys share of 
reniediarion cosrs varies wrli each site. In \.irruaily ,211 insrances 
where other PRPs are iii\.olved. those PRPs are considered credir- 
\VOrrhy.  

The estimated amotinrs iepresenr only the esriniared l io i t ion of 

Factors th i i r  could impact rhese esrimates include the ahilin of 
other PRPs to pa) their pro rata portion ofthe cleanup costs, addi- 
tional resting and investigation ichich could expand the scope oi 

the cieanup acrniues. additional liabilin- mar might ariw f r o r  me 
cleanap acriiiries themseivez or changes in  ld\vs o r  r q ~ i L i [ i o n ~  

Car coula require aaditiond remediarion These COS:\ a rc  r e m  - 
erahie through customer rarer esrabiished in iuoseque:i: ~ i i w  raic 
proceedings 

Long Term Commitments 
TECO E n e r T  ha> coinmimen;.  under inng.rcrni opc.nriiig 

l e x e s ,  pnmanl! tor building space ofice eqtiipinrnr .inc ne?.\\ 
equipment.  and marine asrers ai TECO Traiirpon 01; Dei 
2001. TECO Transpon conipiereil ci sale-lezreu~ct. rrziisait 
be accounred for as ai operariiip leahe cowring onc uccari-:oing 
rug aiid barge. il1.e river ro\\-boa;s and 49 river oargcs 011 l k ,  2 !  
2001 TECO Tranrpon soid Lire? ocean-~oin;  k ~ r p  ,iiid i i i it ' 

oce'in-going rug hoar i n  ;I sale-lrasehzcl rrari>,ic'riori io t i t  

accotinred for ;is :in cipernring i r i ! ~  Brirli i r ' i s r  rt3rni. ,ire' I 2  
\ n t h  early bu!our oprioiis atrer i !ear> 

Total reiita rspenar tor t h e w  t)pe:a 
Concoliaa!cd Srateinciits of liicorne ior t h ~  ! c m  L , i i d t d  De:.. .i: 
2003. 2002 and 2001 \\:Is 3 2 5 . 5  ini l l ioi i, S2o 11 inillio 
riiillioii. respecriwi!. The io l lo i \ ing is a schedule or tururr niirii- 
nium leahe pa!.nienrs J I  Dec. 31. 1003 for ,211 opermng tcli~r> \ \ i t i i  
noncancelabie lease [ernis in ewes:, o i  ( ine \ea:. 

Future l l i n imum Lease Pa tments  For Operating Leases 
. ~ l l i o l i n ~  ~ ~ ~ l l 1 ~ ~ 0 1 l ~  \enr eriflefl Drc. 31 

1004 s 14.1 
1005 21.3 
2006 17.6 
2007 I1.Y 
2008 12 4 

3 . 2  
s 169..i 

Later k a r s  
Total miriiinum lease ixivmenrs 

I n  1991. Tampa Electric boughr out a long-term coal supply 
coniract tvhich ivould have espired i i i  2001 tor a luniii s u m  pa!'- 
melit of S 2 j . j  million. I n  Februan. 1995, the FPSC aurhorized the 
recoven ofdiis buy-our amnunr plus carniiig cosis rhrougti rhe 
Fuel m d  Purchased Poiver Cob1 Heco\.en. Clause ovei the 10-year 
period bepinning.Apr 1 .  I Y 9 j .  In each of the !'r,irs 201).3. 2002 and 
2001 57.7 million of buy-our C O ~ I F  iverr aniorriLrd 10 cspensr. 

Guarantees and Letters of Credit 
011 Ian. 1 .  2003. TECO Encrp  adopred the prospccrivc initial 

iiieasurenienr promioils tor cerrain p p s  ot guarantees. iii accor- 
daiice i>,itti F.ASB Interpretation Sc IFIS:  45,  Giuiriini(iri 

. i m i i i i t r n g  i i r i d  UiAclo.\rirL, ~ L ~ i / i i i i . e , ~ i ~ , n i ~ ~ o r  Gi i i i i on iw j ,  Iiicliiding 
li I rir rcci G i  in riii 1 lees 01 /I  idd t c I  11 i rii of Or ii i 
FiSB .ytotr i~ iu i tJ .\/J i. 5 7 ,  niid 1U;nii i i  nwissioi i  ofE-\.$R 
/ i i / f T / ) i e t m o i i  ,Lo 3.1,. Upon ibbuaiice or niodilicaricin o i a  guaraii- 
tee aher Ian. I. 2003. die compan!' must determine i f  rhe obliga- 
[ ion is subject to eirher or both of the follo\ving, 

Initial recogiiirion and i i i i t ia l  ineabureinciir ut J Iicibilir).: 

Disciosure of specific derails of die gti;ir;inree. 
Generail).. guarantees of the performalice of a third parr). or 

pa ran tees  thar are based on  a n  underlving (where such a guaran- 
tee is 1101 a derivative subject 10 E\S 1331 arc likely 1 0  he sublecr to 
the recogiiirion and nieasuremcnr, as well as the disclosure probi- 
sions. of FIN 45. Such guaranrees m u s  iniriaily be recorded ai far 
value, as determined in accordance in th  the interpretarion 

.Alternatively. guarantees benveen and on behaif oienriries 
under coniinon control or t ha t  are similar to product warranties 
are subject only 10 the disclosure provisions of the interprerarioii. 
The company musr disclose iniormation as 10 the term of the 
guarantee and the mavimum poreriual aniounr of future gross 
pabments iundiscounred, under the guaranree. even if the likeli- 
hood of a claim is remote. 

and /o r  



.A s u m m a n  of rhe incr amount or maslmum rhoretical  obiienrion unae: TECO Energ\. s ietters of credit and g u a m ~ e r h  a\ Dei  3: 
2003 are as iolioi\i 

Letters of Credir and Guarantees 
(5 r!2ihorljr 

- Consrrucrion inveirmen: relared 5.0 5 ( I  

82 2 ! X  5 2:i.i ( 1  ; 4.0 
TECO Transpon 

- - - Letters of credir 1.5 1.5 

Lerters of credit 20.0 20.0 
Guaranrees. Fuel purchase related i .5 1.5 1 .5 

21.5 21.5 1.5 

TECO Coal 
- - - 
- - - 

- - 
Other unregulated subsidiaries 

- 4 1  20.5 Lrrrers of credit 11.5 4 7  ?..> - 
Guaraiirees: 

Dcbr related 24.5 24.5 - 
T&\ reiared 2.5 2.5 - 

- - - 
- - - 

- - Fuel purchase e n e r 2 '  mcinagemenr 173.2 14.; 187.9 33 4 
- 184.7 *. , -16 0 235.4 33 4 , -  

TECO E i i c r p  and irs subsidiaries also enter into coinniercial 
agreenients i i i  dic normal course of business that npicall! conilui: 
sraridard iiideninificarion clauses. TECO Ener s  may jonirtiittes 
agree [o make pa!.mentj to compenhsre or indemiiif). the counter- 
p o r n  for legal fees. en\ironmental remediation costs and other 
similar COSIS arising from possible hiture w e n i s  or changes i i i  i a ivs  
or regulationh. These agreements coier a iar ien of goods and  s e n -  
ices. and have  van i i tg  rriggering events depeiidenr on acrions b!. 
third panies. 

TECO E n e r p  is umbie  I O  estimate the i n w i i i u i t i  porciitinl 
fururc cxposurc undcr tnesc C I ' I U ~ C S  bccauac iiic c w n t ~  inai ivould 
ob1ig;ireTECO Ei ie ra  have  nor occurred. or i t  such  ei'eiir has 
occurred TECO Energ ,  h i i h  not been i tori l ied of any  occurrence. 
As cl~iiitis are made o r  chmges in  l:i\vh or regulaiicii~~ indicale. an 
ainotiiit rrlared to the indemniiication I S  retlecied in the tinnitcisl 
stateineiirs. 
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Credii txiliiies Deb1 capiral 
S 3 T . j  credir facilin. EBlTD4 interesr 

Limir oii liens 
Debt'capirai 
Limit o n  rr3rricred 
pa)nienrs 

Limir  o n  iieii. 
Limi t  o n  indebredness 
Limir on iien, 

5380 million nore inaenrtiit. 

S.iW niilliun nore indenrure 
TPGC guarantees nrbricap~ral 

Caiiior evceed tiX 
i l i n i m u m  of 2 .3  tinies 
Cannor exceed 60"; of fair value of z s w \  
Cannot exceed 6 5 5  
Ctimuiarivr operating cash Eo\\ 

i n  e x c e s  of 1.7 times interest 
Cannor exceed 5 5  oiraiigible asseri 
intererr cowrage a: leas[ 1.0 rime.: 
Cannot exceed 5% of rangible assers 
Cannot exceed G'T" 

t i : .?.  
2 . 4  ri:11t?. . 
24.9' 
b!.Y' 

S2H4 tiiiirsrricted 

EBITD.Ajinteresr ' hiininium of3.0 rinies - 

TECO Diversified 
Ene:p managemenr henices 

agrerineiir guaraiiree Conwlidared raiigible ner i i o r th  l l in in ium ofS2OO net \\orrii SS4H 
Consolidated fiaiided debr Cannot e . w e d  60% I X", 

gunranree Dnidend re~rriction Tangible net i\orrii not less rtinn S34H 
CoA supp ly  agreeineiir 

S2OO or S i 2 4  4Uc'i, oiraripiblr n e t  assets 

ed iii each sp!)licnbir iiiiiriiiiiri:[ 
t1ii'dcrerii:iriariuii d, ut Dec 3 ; .  2003. <iker ~ i \  

ion 111 ~ , d i a l ) I i ~  tioliu, uur>ruidii>.g under rhc in  
nersih reprereiiic earning, heiore iiilerrsi a n d  

i u m m n c c .  i n ?  ieriii i s  sublccr io the dctinirion prescr 
4 Lunirs cumuiati \e disrriburiuns h e r  Ocr 31. 2003 aiid r iurs~a!~d~i ie  affilinre Iii&i\ r r i  ;iii i i i i io i i i i r  rcprewiiuii!: iiii . I L C I ! I I I U I ~ I I ~ ~  [ I !  nci iiiiuiiic' ;!I[?: \ Id\  3 i .  

200.3 and capiral coiirribuiiona from [tie parenr atter Oci. 31 2003 pius S l j u  iniilioii 
3 One 01 TECO E n e r p s  credii faciiiries iidraiin upon. can iiiiiii pahmeni OI dnidend? each quuirrei 10 S 4 Y  rnilmii, unir5c the conip.in\ priiiidt'5 ilir lriidrr 

nirii w i s t a c r ~ i n  liquidin. prnleciioiir demrinsrraring me cornpail\ 5 abiiin, In pa\ botil liic didend, ii!iircmpi;iicd ,iiid encl i  of [!IC'  inwc i!ii ' irivrli iiiiidriid, 
nexi ,chrduietl I O  br paid See hole 6 tor [he  details regarding inis credir idciiin. 
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In .April 2003. \looa\.s ioi\ered TECO Energ r senior unsecured 
deb1 raring I U  Ba; iiiui a negatiw ourloul. ThiL deor ratin: ctiangt 
rriggered me pavmeni nt rhe $350 miiion equin. bridgc loan 0.z- 

ance associared \\ih the construction of me Union and G ~ J  River 
po\\er prolecis. In addirior.. this ratings cnange required me coin. 
pan!' io post lerters of credit. in an aniounr sausfacron. to me 
majorin oilenders. I O  3eciire the DrOleClS anc  projecr lenders ior 
the remaining porenuai cos1 io coinpiere the prolecrb. 

Suspension / Standstill Agreement 
On OCI. 28. 2003. TECO E n e r p  and the Union and Gila Rii'er 

prolecr companies entered inro a Suspension .Agreemen[ \\id> me 
lending group tor die Uruon and Glla Ri\-er proiecrs to suspend 
unril Feb. 1. 2004 lsee l o r e  23 - jubzequenri! orah! esienaed to 
Feh. 5 .  2004 [he quarrerl! caIcti;arion ofthe 3 u rimes EBITDi-r i i -  
iiireresr coverage ratio coieiinn: included in [ h e  "TPGC yam- 
tee.; ' line in die tabif ab rne .  The stispenwii .Agreement conreni- 
piared ciiscusinns aino!igTECO Energ,. me iinion ana Gila Ki\er 
projecr companies and die lending group to reach a n  unaersiand- 
ing regarding uir proiecrs operaring budgers and perrorinance 
betore espirarion of  riie suspension period o n  Ian. 31,200:. . i r  die 
end of the suspension period, ihe Sep. 30 and Dec. 3 1. 2003 quar- 
rerly calculations ivould be performed. 

were unable to mCAe interesr pa!nients o n  rhe non-recourse deb1 
and payments under inreresr rare s imp agreements due Dee. 31. 
2003 \\.hen d ie  projecr lenders declined to fund die debt senice 
resene. On Dee. 31. 2003, TECO Energ  and the U i i i o n  and Gila 

Itiver projeci companies enlerec inio a Srandsriil igreeinenr n i r h  
the lendin: group tor rhe U i i i o n  and Gila Riier projecrs unae: 
i\.iiicli the lending group agreed ro nor ewrcise i t >  righrb or piirsur 
remedies tinrll d e r  Jan.  31. 2004. \vMe prezrrving such r i g h r j  and 
remedies, reidring to this pa)nient deiault. 

Subsequenr to Dec. 31. 2005, the bank group tor rhc Union and 
Gila River projecrs approved a non-binding letrer of intent con- 
raining a binding Serdenienr .igreemenr i\.hich impacred these n c  
agreemenrs. See Note 23 for addirional derails ofthebe subsequenr 
eienti  a n d  their iinpacr 

In December 2003. the Union and Gila Ri\.er projecr companies 

21. Mergers, Acquisitions mid Dispositiorts 
Hardee Power Parrners 

i l \ \  gas-fired generation facilin. locared in cenrrd Florida. \vas 
jold rn a n  afl7liare of Invenergy LLC and GTCR Golden Rtiuner 
LLC. Under the rernis of the sale. subsidiaries ofthe compan!. i l l  
contiiiue io probide sen ice  to HPP under die esisriiig operarioii 
and mainrename agreement. The neiv o\\ner may, a1 any rime. 
choose io cancel diis agreemenr. .Additionally, Tampa Electric's 
long-rem power purchase obligation to receive electricin from 
HPP remains in effecr \\ith no changes as a restilr of the rranscic- 
rion see Note 1 , .  The sale proceeds ofapprouniarely SI07 million 
excreded the net book vaitre of S51.5 inillion \including arser\ of 
5149.1 million and liabilities of 597.6 iiii11ioii~ resulriii: in a pre-rai 
gain of 5 6 . 3  niillion. 

Due to the anticipared poiver purchases b!.Tampa Electric from 
HPP under the pre-esisting long-rerrn poiver purchase agreement 
(see the Purchased Power sectioii ot Kote I J  res~ilriiig in cadi  I ) U I -  

flo\\,s. the restilrs froin operations are precluded from k i n g  pre- 
sented as discontinued operations. 

In 2003. Hardee Poiver f'artner3. Ltd. (HPP!, ivhich hold, ;I 3-U-  

PLC DevelopmentTIE 

from PLC. a sunsidian of Panda E n e r c  internaaoiid ih: I s  3 
20113 b.li loan \vas c o n w n e d  I O  a panncrsnip m:crev in PLC bet‘ 
Sores 1 and 1: tor addiuonal derals regvrdinF rne con\ersion oi 
h i s  ioai  10 w. equin. inrerest in PLC Funherniore. i i i  seprember 
2003 me coinpan! consummarea h e  foreciusure on P,md,: 
t n e r u s  inreresr in PLC for a deiault unaer 3 S3.i n>iliit>n now 
receivable ieading IO l l \ 'G ' i  I0Wpercei:i uivner\nip 111 PLi nr~i~.t- 
o \ m  50 percent ofTIE see Sotes I .  12 and 1; .A> 0 1  k p  3;; 
2003 llIG consolicared PLC. rejulting i n  a nci inert' 
nienr in tinconsohdared aliiiiares oiapprouriiare:i SI8 i i i i h u r ;  

Foi addiuona. detaus related io r h i s  rraisac:io:i vx l o r e  I?  

.AI Dei .  3 ; .  2007.P;G had ri IOU receivable of SI:: inilli,):., 

S!ntheric Fuel Facilities 
Effiecrive . i p r .  ;, 2003. TECO Ciiz soid <i 49 j-pcrctm! iiirrre.r i l i  

11'1 s\ntiieric muel producrion iacilirier locarec ai irb uuera:ionh in 
easrerii Kentuch~. So significa~ir pain or 105s i\'i> r e c u ~ ; i ~ r c i  i i r  [lit ' 

rime of the sale. The compai ) .  through 11s variou5 aiiliarcs \)?I .  
pro\ide feedstock suppi!. and operariiig. s;les aiici niaiiaFenienr 
semces  ro the buyer through 200:. the curient e x p i n  ( h i e  f o r  dit' 
related Secrion 29 credit for ivhich h e  producrioii qt;difir, 
Because h e  transaction i \ ' ab  structured o n  <I  ' pa!-a,.\,oti.go" h i ,  

g ~ i c d  of similar rransactitiiis in the inaus tn .  TKO Coau received 
no significant cash at the time oisaie. Thc s;ik required rrceipr t?i 
a posiriie response ro a Privare Letrer Ruliiig I'LR: rcqtie\r. arid 
uie proceeds irom diis transacrioii \vert held in cscro\\ pending 
resoliitiori ofthis contingency On Oc:. 31. 2003, TECO Coal 
received 3 PLR from ihe IRS thar resokea any uncerrainn. relared 
to h e  pre\ious s d e  of rhr I V - p e r c e n r  inreresr in i t s  5)nheric fue l  
tacilities; triggered the release of cerrain cash escroi\s reidred I O  

this sale: and confinned that s)iirheric hie1 produced by TECO 
Coal is eligible tor Secrion 29 credits and rhar its testiiig proccdurcs 
are in compliance \\jth thc requireiiicurs of riw IRS. On So!. 5 ,  
2003. Sj8.9 million oiresrricred cash diar had been held in escroi\ 
i va> released folloi\ing receipr of ihe PLR 

TECO Coalbed hlethane 
TECO Coalbed 'rlerhane. a hubsidian ofTLCO Ciierhy. pro- 

duced natural gas froin coal scam( iii .Uabania's Black \\'arriiir 
Basin. In September 2002. die company announced 115 intent  IO 

sell the TECO Coalbed \leth,me pas assets On Dec. 2 ~ . ? 0 0 2 .  sub- 
siaiiriail! dl ofTECO Cualhed 'rtetliaiie's asset5 in .Ahhama were 
sold IO die 'rttinicipal t i as  . i u r l i o r i ~  of Georgi;i. Proceedi froni the 
sale \ \ere SI40 million, $42 million paid in cash at  closing. aiid a 
SY8 million iiore receivable iihich \vas paid in i a n u a g  2003. Net 
income tor rlie year ended Dec. 31. 2003 included a 523.5 million 
after-[as gain for the tilid cash i i i j~allnicri~ froni ilie s d e  of these 
asseis. TECO Coalbed Lledime's resulrs are included in disconrill- 
tied operarions for dl periods preseiited :see Sore 14; 

Commonwealth Chesapeake 

e\[ in T'r! Poi\er\'entures :T>IP\'r for S29.3 i i i i l l ioii Thc niajorin 
oi the ptirchasc price \vas allocatcd rol"rtP\'s invcitineiir in rhc 
3 l?-niegai\~art Common~vealili Cliehapeake fJo\wr Sratioii located 
on the Delnian,a Peniiisula in \.irginia u i d  \vas iiiiriall)~ recorded 
a b  an increaze in poodivill Tlie acqu iu t iun  i i i c i e a w d  Ihc coinpa- 
n! 'i oivnersliip interest in'l''r1lJ\ 10 IOil percent lii 20(1:3, rhegootl- 
\\ill iniridi!, recorded \vas i\TitIen off. See Sore 3 tor additionai 
derails. 

In >l;i! 2002, n\'G puri'hared Lliirliactier Pwver Piirrners' inrer- 
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Prior Energ! 
In \o\ember 3OOi. TECO Solurions acquired Prior Ene r2  

Corporarion. a narur& pas mmaeemeiir compani sening c u \ -  
romerz in .Vaoania. Florida. Georgia. Louisiana. ~ l i s s i s ~ i p p :  l n n n  
Carolina. Sourn Carolina. Tennessee and T e w  Prior Energ! mi. 

dle, all tacers of natural pas m e r 3  maiagenirnr senices  inciud- 
ing narural gas purchasing slid mcirkermg The conpan!. ha, a~ 
esrahlished m m e r  base in me Southeasr and one ot the lop cti... 
romer senice repurarions in the reFoii. The acquisirion \\as 
accounred for by rhe purchase merhod of accounung i5ir.h So\ 1 
2OOi ds me acquisirion daw The find {corhng capi ta  adjusrinen; 
aid purchase price ahocarion was complered in 2002. The toral 
cos; o i  the acquisition \\'as 523 0 million plus a ner \i.orknp capira. 
pa\menr of SG.4 million Goodiilil of 59.6 million \\.as initial! 
recorded. Ser intangible assers of  539.8 million \cere recorded 
reprrbenring [he value of cusromer hncMog and suppiy agree- 
nienrs  as iwll as the open czsh floiv hedges as of So\;. ! ,  ?no1 

.AI Dec. 31.2003. h e  assets and liabilines erpecreo 10 be t r m -  
terred 11: [lie dispojirioi: oiPrior Energ; hate been presented as 
held [or sale o n  the balance sheer. Tile results of operations ha \ e  
heen iiicludrd in diicontiiiued operaoonh ior di periods presenred 
see \ore 14 . See  Sore 23 for der& regarding rile recenr sale of 

Prior Energ, 

Frontera Power Station 

ed near .\lc.Uleii, Texis. accounring ior rhe transaction using rhe 
purchase merhod of accounting. This 477-meganarr. iiatural g x -  
fired comhiiied-ci cle plant. originall!. de\.eloped b! CS\\' E n e r F  
C S \ K  began commerc i i  operarion in \ lay 2000 .As a cnndirioii 
of die inerger ( i f  Ceiirral S Soutii \Yes1 Corporarioi?. CS\\'s pareiir 
coinpan!., inrh .American Elecuic P o i w  Coinpan!.. lnc.. the FERC 
required CS\\' to di\.esr i ts  oi\nership in this facilin: The rotal cost 
of [he acquisirioii \cas $265.3 million. Goodiiiil of S70.4 million 
represenring die excess of purchase price o\er  [he iair marker 
value o: asbe[, acquired. \vas recorded. a i d  i t a s  anor rued  on J 

srraiglir-line basis over40 years until the requirement, ofF;\S 142 
becaine effecrive i i i i  Jan. 1, 2002 (see Sote3. .  The results oioperci- 
tion.; nf Fronrera Pnner Station are included as parr o fn l 'G  - 
resulrs beginning liar. !6.2001. 

Srarion as ii I I  had been included in TECO Energ\ s fiiiancid sure-  
men& for rhe year ended Uec. 31,2001 

hi March 2001, T \ \ G  acquired die Frontera P o i w  Srarion locar- 

The follo\\iiig pro forma disclosure includes the Fronrera P o w r  

Pro Forma Disclosure 
f tri i / l /uib,  e.v.rcrp: p?r siiarr ciain; 
)>or elided Der. 31. 

Pro Furrii(i 
200 I 

Hevenues S l .506  5 
',('j', ' 2  Set incoine froin conrinuinc! operntioni 

Earning. per s l i m  ironi continuing operarions - bniic S i.Y.5 
- 

This pro forina informstion is not necessarily i i id icar iw ut  the 
operaring results that \ m i l d  ha\.e occurred hiid the ncquisirioii\ 
been complered as of the date5 indicated. nor are :he! indicariw 
of turure operating results. 

Consolidation of ihriable Interest Entities 
The equ in '  inerhod o i  acciiunring i s  ::eii~rall!  ti^^ i o  Jczouii: 

to: sipnificanr iiivcstmeiirs i n  partnership x r a i i p x m ~ .  i i ~ :  \ \hic!i 

TECO Energ, or its subhidinn. companies do iiot h a c  a iiialorin 
o\\nersliip iiireresr or exercise coiirro:. 011 lnii 17. 2003. die F.\hB 
ishued FIS 46. Cun.rohrioiioii CJJ\O~IC(!J/P / i i : t w A i  0iii:ii~s. i i r i  iii/c>r. 

p,icrrcriori of'.UB  yo. 51,ichic.h imposer a n e i v  approach In derer- 
mining i ia  reporting entin. should c o n d i d a r c  certain legal enr i -  
tiej. including partnerships. limited l iabi l in coinpanies. or uusrs, 
amoiig odie:s. collecrivel!, defined as ~ a r i s b l e  inrereir entirics or 
\IEs. On Dec. 24, 3003, the F X B  published a rc\lsioii 10 FIS 46 
iFIS XR:, ro clarih some of tlie proiisions of FIS 46 aiid esempr 
cerraiii enuties from irs requiremenrs. 

Under FIS 16R. il iegal entry is considered a \ ' lE .  in th  some 
eseniprions if specific criteria nre mer. i f  i t  doe5 nor h,i\e stihicienr 
e q u i n  iir risk t c  finance i t s  o\\n a c w i i i e s  \ ~ i r I i ~ i r  relying oi l  finan- 
cial supporr from other parties. Addirioiid crireria n i u r  he applivd 
IO deierminc i i  this condirion IS niet or i f  dic ccluin holdcrs. iis a 
groiip, lack ai!' one of three stipulated chaiacreritrics o l a  coiirrol- 
ling financia! iiireresr. l i the  legal eiirin is L~ \.IE, r l ie i i  the reponing 
ent in  derermined ro he the priman' beiirficiai? of t h ~  \1E miisr 
conscilidare I[. Even i t  ;i reporting eiitin is nor ohligciird lo consoli- 
date J \ ~ E .  [hen cer ta in  disclosure5 niusr be m x l e  ahi iut  r h r \ lE  i f  
the reporring entin has il >igiiiiicaiit \ ariable inrervst. Ceriain i n n -  
sirion d idosu res  arc required for all financial siateiiieiits issued 
aner Ian 31, 2005. l'lie effecrive darc of tlie inrerprcratioii i vah  

inodified under FIS 4GK. A reponiiig eiirin is required ro 'ipply die 
pro:isions of FIS 4 G K  ro al l l ' lEa [hat previouslv \cere subyxr ro cer- 
rain preiiotislv isstied ipecinl I>tirpo,e enriy. or SPE. ;iccoiiiiring 

proiio~~iicenieiirs for ail reporring 11eri[id~ eiidiiig d i e r  Dec. 15, 
2003. For ii!l orher\lEs, 3 reportin:: eiirin I \  rquired ro adopr the 
provi>ions 01 F15 4GR ior all rcponiiifi periods m e r  liar i.5 2004 

Based o n  i r s  rmimi' under thc en3riiig npprovcd guidaiicc, 
.!'ECO t i i e r p  belieies t h r  FIS l[jl( \vi11 iiiip;icr r l iv  accouiiring lor 
certain uiiconsolidared af i l iare~.  Belo\\ 15 ( I  diwusiioii of r i le  legii 
eiiririrs cis (if Dec. 31, 2003 rhJr'IKCO t i i c r9 .  be l i ewa  \ \ , i l l  be wh-  
jecr ru eiriier iiddirional disclosure rrqtiiierneiirs or consolidarion 
by the ctiinpany. in  accordance icirli FIS 46R. 
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In Sovemoer 2000 and i anuan  2002. respecrit,el!. TECO E n e r p  
established TECO Funding I ,  LLC and TECO Funding I I .  LLC. Eacn 
of h e s e  limited-liabihn. companies are \vhollv-o\\iied subsidiaries 
ofTECO E n e r p  These companies iold preferred secunties to 
Capital Trusr I and Capiral Trust 11. respecrivel! The runding com-  
panies used the proceeds ro purcnase subordinared notes iron1 
TECO h e r @  The subordinared nore> are nor secured b! specific 
assers of the company. Tine rerins of these notes are similar t o  the 
terms of the preferred securities isee Note 7 for additional derails. 
including rhe impact of F . 6  I50 on the prelerred securities.. The 
iuiidiiig companies are expected to be considered \?Es in dccor- 
d a m e  i\irh FIS 46R. .b o! Dec. 3 i .  20~13. management expecrs die 
potential impacr of die adopuon of FI \  -1611 ro not be marerid for 
rhe hindinp companies. 

Pike Lercher S~niurl. LLC \vi15 esrablished as parr of the ,ipr, : 
2003 sde ofTECO Cod s s!nrheric fuel production fac i l i t i rs .  
Note 21 for acdirional details repardin:: the terms ot rhe sale and 
purpohr o i rhr  e n r i n .  TECO Ei ie rFs  n i w n i i i m  Ios5 esposure iii 
rnij enr:n 1s i t s  equip. in\'esrnienr of approuniarel!, S Io .9  mdlior. 
slid porenrid losses relared to the production costs ior die future 
production of s!nrhetic fuel. in rhe eienr b a r  such production cre- 
ates Section 79 non-conventional fuel la.\ credits in eicess ofTECO 
E n e r p s  capacin to generate sufficienr taxable income to use such 
credits 

TECO Traiisporr enrered into nvo separare sale-leaseback r r a n b -  

x r io i i i  tor certain vessels ivhich \vere recognized as sales in 

December 2001 and December 2002. and are currendy reco,pzed 
as operating leases for the assets. The sale-leaseback rransacrions 
\\ere enrered into \nth separare third parties that the coinpan;; 
i?elie\,es nieer rhe  definirion of a \1E  TECO Transpon currenil! 
Ie;ists n\u ocean-going tughoari .  tour ocean-going barges, tii e 
ri\,er roivboats and 49 riier barges dirougli these n ~ o  trusts. The 
csrimared niilunitiin loss esposure faced b!.TECO Transporr is [he 
incremental cost of obtaining suirabie equipment io nicer the 
compdn!.'s contractual shipping obligarions. The company aoes 
nor expecr IO consolidare upon the efiecrive dare of FIS 16R. 

TECO Properties formed a limited liabilin company \nth a 
project deteloprr \vliicli meets the definition of a\7E. Hernando 
Oaks. LLC \vas formed b!,TECO Propertie5 \\ith [lie Pensasola 
Group to bu!. and develop 67; acres of land in Hernando Couiin. 
Florida iiiro a residenrid golf communiry comprised of an 18-hole 
golt course aiid 575 single-fanid!, lots for sale io homebuilders 
l l i e  conipan!' h;iz  provided siibordinared financial suppon in the 
form ol'a guaranree on behalf of die limited IiAiliy cornpan!. 
Hernando Oaks, LLC had total  assers at Drc. 3 I ,  2003 of S:! I  .6 rnii- 
lion. TECO Pruperrieh esriniared i i iai inum loss exposure in rhia 
project i>  approamately SI0.G million. representing the sum of its 
guarantee and equin  invesrnient. The company espccrs io con- 
solidare Hernando Oaks, LLC for all financial reporting periods 
ending aher Liar. 15, 2004. 

TECO Energ, Semces lformeri!.TECO BGAI formed a panner- 
ship to construct.  OM^ and operate a water cooling plaiir RJ prii- 
duce and distribute chilled water io customers ~ i a  ii local tiisrribu- 
tion loop primarily for use in air condiiioning sysrenis. The pari- 
nership. TECO AGC, Lrd.. ineets the definition of a \ l t .  The com-  
pany is the primary beneficiary i n  accordaiice \vith FIS 16R. due 
to subordinared linanciiig and other funding ofS3.3 million pro- 
bided to the partnership as of Dec. 31, 2003. in addition I O  die 
ctinipany's e q u i y  invesrmenr. This note receivable trom [he p i r r -  

nership is collarerallzed by the assets in the parrnersliip. The esri- 
mated ma.umum lobs exposure associated \\ith this pannership is 
approdinately S3.8 million as of Dec. 31,2003, representing sub- 
sranridly all of the assets of the partnership. The company expecrs 
IO consolidare TECO AGC, Lid. for jdl financiai reponing periods 
ending aher 5 1 ~ .  15.2001. 

.Amendment to Deri la thm Accounting 

S:d:eiiieii: i33 011 Drr i i~ani 'e  i iLtni i i i i tw.< miid Htdgiriy.Ac:ii irwA 
\vhicn clarifies the definirion of a derivative and modifies. 2s n r c -  
e s s m .  Fr\S 133 to refiecr c e r x n  aecisions made b\. the F.\SB as 
pan oi  me Derivauves linplemenrauon Group ,DIG' procezs. The 
mdlorin of die guidance \ \a> dread! efircuve and preiioiisl\ 
applied bv the company in the course 01 rhe adoprioii of F4S 13.: 

In pamcular. F.4S 119 incorporates the coiiciulion5 preiiouhii 
reached i i i  2001 under DIG h u e  C10 "(ki O ~ ~ i i ( i i ;  C[iii:r&.;.\ i i i i t i  

Fvrwnrd Coiirrnm i i . : i / i  Opiiotiiiii,? Fw:;irt,.< Qidn,'i? 'or r f : , '  
.\uriiio! Purrtiawr aiiii .Yor im!  Snlrh L w q . : i o i ; ' ,  ~ i i d  DIG I s ~ u c  
C i s ,  '.Yuritu7/ PUrL'/IAW.i niid ,\oriiio/ Snies Eii~+r~:iuv :ur 

Cipiiuii- T V D ~  Coiirrac:s ntid Foriivirfl' Coti:riiLx i i i  EiLt.fric 
limited circumsrances \\.hen the crireriJ are mer a n d  tiocunitw!eL! 
TECO Energ designates oprioii-n-pe aiid ionvxu contr;ict~ iii 
elecrricin as a iiorina.1 purcha>c or norm'ii SPSh c\cqii iuii  

to  F.iS 133 .i conrracr desigiiared and docuniented a r  qualinxig 
tor uie S P S S  rsceprion is nor subiecr to thc niea\urc:iienr and  
recogiiirion requiremenis of F.iS 133 The incorporarion ot riie 
conclusions reached under DIG lzsuez i l u  and C i s  iiiic rne >ran- 
dard \\ill nor h a w  a material inipacr on the  c o n ~ ~ ~ l i t i a i e d  tiiiaticii 
sraremenrs ofTECO EnerT.  

of the guidance. For all DIG Isaues previou.;l!. cleared b!. die F.4SB 
and nor modified under E4S 115, the effective dare of the issue 
remans  the same. For all other aspecrs of h e  standard. the guid- 
ance is effective for all contracts enrered into or modified m e r  
lune 30. 2003. The company does not anticipare [hat the adoption 
o i the  additional guidance in F;\S 149 \dl have ii inarerid impact 
on [he consolidated financial sratemenrs. 

In .April 2003. the F.ISB issued F.U 119. .Animdii itvir 0,'' 

F.4S 119 establishes multiple efiecriie dares based o i i  the sourcc 

Financial Instruments with Characteristics of both 
Liabilities and Equiv  

In \la!, 1003, die F.4SB issued F.4S l3J .  .4ccui[ii/iiig/ur Ccrmrii 
Fiiinticid 1it i:ri i t i iLvrs ii,i:ii Cliiirocierurics o!'burii Liuiii1irio.~ mid 
Equin , .  ivhich requires that an issuer classih cenan financial 
instmmenrs as a liabilin or an  iisser. Pre\iou~ly. inany financial 
iiisrrunients \ d r h  characterisrica of both 1ial)ilities and equ in  were 
classified as eqtiin. Financial instruments subject to E\S 150 
include iinancid instrunicnts \cith a n y  of die follo\\ing fearurcs. 

.Ai unconditional redemption obligatiori ai a specified or 

,411 obligririon to repurchase shares, o r  indexed to such an 
determinable date. or lipon ;in ei 'ent  diar I S  cerrilin I O  occui, 

oblipa~ion, and niay require physical birr ui n e t  c;ibh sett le- 
Illellr, 

* ;in unconditional, or for ne\ \  i5sti;iiices conditional. obliga- 
tion that nia!. be scrtled b! issuing a variablc nunibcr of equi- 
y shares i f  either , a ;  a fked moneta?. ainouiir is knoan at 
inceprion. Ih) die variabiliy is intiexvd to soniediing odier 
than die fair value of rhr isstier's eqiiiy shares. o r  Ici the vari- 
nhilin moves in\ersel\. to changrs in the imr vnlur III the 
issuer's sliarez. 

The standard requires that all such instruiiieiits bc classified as 
a liabilin, or a n  asset in certain circumsrances. and iiiirially meas- 
ured at fair value. Forward contracts that rcquirc a fucd physical 
share serdement and inandatoril!, iedeeniable finaiicid instru- 
inenrb m u t  be subseqtiend!, re-nieasured ai t,iir i ' l i ue  on each 
reporring dare. 

This standard is effecriw for all financial instruments entered 
into or modified aher >lay 31,2003, and for all other financial 
insrrunients. at the beginning of h e  tirst inrerini period beginning 
after lune 15, 2003. See Note 7 for a discussion of the iiiipact of the 
aooptioii of this srandard on July 1,2003. 



23. Sirbsequent Events 
Sale ofTECO BGA. Inc. !formerly a component ofTECO Energv 
Senices! 

BG.1, Inc. !formerly a component ofTZC0 Energy Senices '  io an 
enr in  oiined by an empioyee group ior a pre-[a\ loss oii disposd 
of S12.2 million ST.5 million afrer [a This loss \vas recordea 2s 

parr o i h e  asset imparmenr charge reponed in me income state. 
menr for h e  year ended Dec. 31. 2003. in accordmce \\id1 F;\S 144 
' see Sore 10 and the Other transactions 5eciion olSote 14 io: 
addiriond derails relaung t o  [hi> disposition 

Repa)ment of 537.5 million one-year TECO Energy credit facilit). 
On Ian 5 ,  2004. TECO Energ, repaid S l O  million of the S37.5 

miliion one-!'ear credir iacilln collarerallzed by die Unioii and Gila 
Riler assets O n  Feb. 4 ,  ?OU4. TECO Energ! repad h e  remaining 
S17 . i  million of [tie one-!.ear credir tncilig 

Sale ofTECO Propanekntures '  Indirect interest in Heritage 
Propane Partners. LP. 

On Ian 10.2001. US Propane LP i i i  \\.hich TECO Propane 
\'enrures nolds 2 38'Ta equin. merest  complered [he saie of i:s 
direcr and indirect e q u i n  iiivesrnienrs in Herirage Propane 
Partnerb, L.P iHeriiage,. The d e .  part o i a  larger rransacuon that 
invol\-ed the merging of privately held EnerCTransfer Compan! 
tilth Herirage. \vas announced So:. 7,1003.  TECO Propane 
\enlures received 549.4 million in cash on Ian. 20. 7001 related ro 
the sale and \vilL record a S17.2 mi l ion  pre-ras gam. 

Recent Agreemenu Related to the Union and Gila River Project 
Exit Acti\ities 

Effemve Ian. I. 2004. the company compiered the sale ofTECO 

Lerirr of / t i  icti r 
On Feb. 5 ,  2004, the bank group for rhe Union ,ind Gila R i w r  

projecrs approied a nun-binding letrer of intenr conraining a bind- 
ing Settleineiit .Agreemen[. Under the agreenienr. TECO Ei ie rp  
and die projecr companies \\<I1 \\ark roivard a definitivi. agreement 
\tItli the lending banks for a purchase and sale or other agreement 
io rransfer the oiinership of the projects to the ieiiding bailhs in 
eschmge for a release of all obligarions under the project loan 
ngreemenrs. The letrer of inrenr specifies urger dates for a defini- 
tive agreemenr by lun.  30.100: and for closing by Sep. 30,7004. 
The Setrlemeiit .Agreemen[ pro\.ides for the treatment ofrhe S66 
inillion of letrers of credit posted by TECO Energ. under the 
Consrruction Undertaking. \\ith 535 million ior the benefit of the 
projecr companies idra\m in Februan 20041 and h e  reniczlriing 
S3l million of leners of credit IO be cancelied and rerurned to 
TECO Energ.. Under [he letrer of inteiir. all parries have specified 
a rarger completion of due diligence for final xceptance  under rlir 
consrrucrion and undenaking contracis for both projects i i idiin 45 
da!,s. lio\rcver. TECO E n e r p  aiid die projecr companies \$dl 
reniain responsible to address cerraii permit issues at the Gila 
Kiver projecr. No n e \ \  investment in the projects \\ill be made b! 
TECO Enerp .  Since tile projects ha le  achieved commercial oper- 
ation o n  all faciliries at Union a n d  Gila River, TECO Energ. believes 
t h ~ i  i t  has mer all but limited warrany and final acceptance 
respoiisibiliries to the projecr companies. TECO EnerC and vari- 
ous of its 5ubsidiaries plan to continue to provide senices and 
continue to proi-ide expertise and operating suppon to help the 
project companies operate the facibties consisrent with past prac- 

[ices ar Ira51 rhrough the compieuon of the tranhier ot ci\\-nersr.ip 
Tnr lending banks and TECO E n e r p  and I[: aniiiaies -' mi r 
resrmed their nghts IO assen certam c lams Lrcv iix~\ nxe a g u i a r  
one another unrii a definiriw agreement is reachec. 

Evpiromti o.ff5iuutwoii  ' Siat 
The lerrer of inrenr permits die parries to resene thei: r i p r s  

a g a n s i  each orher. including uih respec: to TECO Eiier? 5 irulurt. 
to complv \\ith [he 3.0-times EBITD-\-to-inrere~i ratio LYI! ? r a y  
reauiremenr in irs Consmction UncerrcAing< tor :nr  quarirrh 
endine Sep 30 and Dei 31. 2003 a cro>< det,iulr io  [tit' noli- 
recourhe credir agreement; h a !  \\ere colered b; rhz w i p c  
.lgreemeiir ivhich has eiFired. and u!t' iaiure O i  Uic proier 
panies to make inreresr paymenis on die non-recourse ; iroieit 
debr and palmenis  under inreresr rare si\'ap apreziiieii:> due  I)e< 
31. 2003 \\.hen the project Ienurrs tizclined I o  iiii?u tht. i e h i  wnii'c 
resene 

The Consirucrion Uiidert&in;\ permi! TTCO F.nta:A? to  it ' r i i i i-  

iiare i ta  obligations rhrreunoer. including uir reqa:reiiier:r r i i  con:- 
pi;; \\id1 die covenanrs. b! pro\idiiig a sub<r!rurc Gii:ir:inin: red- 

hoiiabi! satistactorv to rhe iendiiig group. Or.. 
Energ.  rendered a Subsrirute Guarantor ivliicti i t  belie\ e> satisfied 
die reqiiireineiitl of die Consiriicuon Uiiderrahips. l h e  kiidiiig 

group declined to accept this render as being s:irisl,icron Under 
the ietrer u i  inrenr. TECO Energy has renined 115 righi to :issen 
that h e  Consrruction Undenakingh \<ere rerminated in the eient 
that die lending group s e e k  ro exercise its rights diereiiiidcr based 
on a \iolarion of die EBITD.4-io-inrerest coverage ratio c o \ " m t .  

As a result. the lending bani. group could seek to eieicise reme- 
dies against the prolecr companies as a resu~r of defaults in con- 
nection \tIth the non-recourse project debt. including accelerating 
the non-recourse debt. foreclosing on the protect collatrriil and 
suspending Funner Funding; subjecr to the defenses [hat TECO 
E n e r g  and its affiliates may have. 

Under the Suspension Agreement benvcen TECO Enrrg.. the 
project companies and the lending bank group. 'TECO Energ. was 
nor required to calcuhre the EB1TD.A ro inreresr co\'erage rario 
required in the undertaking for h e  quarrers ended Sep. 30.2003 
m d  Drc. 31, 2003 unnl Feb I ,  2004 \orall!. extended until Feb. 5 .  
2004:. 011 rhar dare. rhe calculations ivere made resulting in  a 2.7 
and 1 4 times inreresr coierape ratio ior the i \ \ o  quanerb. respec- 
tivrl!. Due to non-compliance \nrh diis covcnaiit. die leiidcrs 
could accclcrate die 51.395 billion of non-iecoursc coiistrucrion 
debr. absent rile s d e  of the projects to the bxii, group. 

Sale of Prior Energy 
Effective Feb. I .  2004. a subsidla? ofTECO Enern coiiipleted 

rhe sdr of Pricir E n e q  tor ner proceed5 ol approuniarely 530 mil- 
lion. This sale did nor rcsulr in n material gain or loss to die coin- 
pany. Outstanding guarantees rclaied t u  [lie operations 01 Prior 
Energ are expected ro be eliminated as ;I result 01 diib traiisactioii 
[bee Note 20, .  See the Other transactions secriuii of Sole 14 for 
additioiid details relaring ro this dispohirion. 

TECO Energy 18-hlonth Credit Facility 
.Is a result of receipt of cash proceeds from cerraiii iiw't sales 

in earl!. 2004. [he ewstiiig Si00 million unsecured credit faciliy 
\iIth klerrill Lynch has been reduced to S20.6 millioii per the ternis 
of [he amended facilir!. The S2OU milliun conringent credit facilir) 
ividi Jlerrill Llnch and IP hlorgan. i f  acrivared ivould replace the 
existing Jlerrill Lhnch facilig,. See Sore 6 
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24. Quarterly Data (unaudited) 
The resulrs for rhe rhree month, ended Sep. 30. 2003 have been restated troin m o u n t s  pre\iouslv reported i i i  rhe !-om I w Q  ior die 

quarter inen ended due to a re-ei'aiusrion of the accounring io; rhr HPP saie t r anmt ion  s u b q u e n r  10 m e  liiing cl<irr. The "ResireC' co;- 
L;mn for sep. 30, 2003 Deio\\ 

; I  Refiecrs rhe  resulrs of operauons for HPP as a component of continuing operations. rather rhan disconrinued operarioiis. au t ,  i o  2 

pre-emrmg long-term power purchase agreeinenr from HPP iu Tampa Eiecrric. i n  accordaiice \\id1 F.45 144 cer rile Purchased 
Power section ofXote 1 I: and 
Reflecrs in rhe fourth quane:, rather than h e  third quarter, rhe gain or, [he saie of HPP IO a third p a r r .  in acco rdxcc  \VIE: S.iS 
101 lsee Note21 . 

$ 2 .  

The reciassilicarion of HPPs operaring results for the three nionrh5 ended Sep. 30 2003. a ~ e r  inrercomp,in\ e 
reienurs b! i y . 3  inillion. b income ! r u m  operations n! ST.l miliioii a n d  c nrr i r iconi t~  trom con:inuinp uperiiricliis In 51' 8 r i i i l j i o i :  l ' b r  

rrccipnirioii ot h e  pain on rhr sale 01 H P P  i i i  me tourdi quarrer. r a t i i r i  dian [tit. itiird qunrrer. reduced iizi inccinie iii t i i t> r!iim: ox r ! t ' :  I N  

534 b nuliion SO.19 oe: share 
re: Tiiew revision> tiad no in:pacr o n  TECO E n e r c s  net loss for rhc !ear cndrd Dec 3:. 2003 

Tile 53-1 11 million af rer - ta  5% 3 i i i i j l io i i  pre-[a\ gain on riie .sdr of HPP \ \ a h  recopiiued i:i t i i t '  iotir:h qua;- 

t i  L iiiiori2 e.1 cepr p ' r  A :iii E ii i ) io i  i ti I >  

Oiiririer wded Drc. 31 scu 30 .%u 30 /!if1~'31' ,110, j! 
Hesriiitw 

2003 
Revenues S 633.8 ST5Y.l ST51.8 S 695.3 S ti.? I .H 

Sei  income 
Inconie iron1 operations S &3.8 5 92.2 S 85.1 S 0.5 c 8 8  

Net income s ;790.; I S (19.5) S 15.0 S ' lO1 .Y S 2.7 

EPS from continuing operarionh s :n.oz S 0.03 s 0.01 s 0 0 3  s 10 1 2  
EPS s A 2 1  S i0.11" S 0.06 S i0.58 s 0.02 

E f 5  trom conrinuing operarions s ,0.07, s 0.03 s 0.01 s 0 0 3  c (0,121 
EPS s '4.21' s 10.11 s 0.08 S (0.58' s 0.01 

UiLidendj paid per common share s 0.19 S 0.19 s 0.19 s 0.19 S 0.355 
Stock price per common share . 

Net income from continuing operations s (4 .0 '  S 4.6 S 1.8 S 5.0 5 i20.3 

Earning5 per share (EPS - basic 

Earnings per sliarc 'EPS - diluted 

High S 11.85 s 14.20 s 14.20 s 13.69 s 17.00 
Lo\\ S 11.80 S 11.50 s 11.50 S 10.05 S Y.47 
Close .c 14.41 s 13.82 S 13.82 s 1199 5 10.63 

Qii(irrt7r rlidev? DOL.. 3 1 sq,. 30 / ! l ~ i~~ ,~ l /  ,1l(i~ 31 
2002 

Rpveriuej S titi52 iT27.2 s t i 2 7  $599.8 
lncoinr tiom oper'irion, S 5210 5141.5 S '35.7 5 tiii.ii 
Sei income 

Ser inconie trom continuing operntioni S 28.5 s liX.6 s 76.0 S 661  
\e[ inctime S 50.1 s 118.9 5 8.j.7 s 75.4 

EPS from continuing opcrarions 5 0.1; s O.ti8 S 0.53 S 0.4; 
EPS s 0.29 S 0.76 S 0.5'3 s 0.54 

EPS from conunuing operations s 0.1; s i i .68 S 0.5.3 5 0.47 

Earnings per share lEPS - bacic 

Earnings per share (EPS', - d u t e d  

EPS s 0.29 s 0.T6 s O..i'J S 0.51 
Diiideiids paid per common share S 0.355 S 03; j  5 0355 S 0.345 
Stock price per common share ' 

High s 16.48 s 24.71 S 29.05 S 28.94 
LO\\ s 10.02 S 11.20 5 22.70 s 73.40 
Close S 15.47 S I588 S 24.75 5 ?B.(i3 

I Tiir aii ioi i i i is \vIiich iiere reporred 111 rile Form 10-0 lor the q i imer  elided 5rp 31:. ?U(!J \ i i 1 i c l i  nmounrs i \ w  ubst.qilcnii\ ciimgei; io rt'iicL( h ~ l i h  IIW 
reiibiun) fur rlir HP? sale m d  !lie reclasdmriona for :ne discuiirinued uperdrions uccurring i n  the tuurth quor:er a\ further di \cu>\ed i n  Sole 1 4 1  w r c  , I \  
iolio\vs reieiiues ofS9.10 7 niillioii income irom operatton? 01 S71 4 i i i i l l i ~ ~ i i .  nc: incnnw ilossi from CfJ~UilUillg opcriiriiriis 0 1  S 14 2 1  n i ~ l i i o i ~ .  ne; incuiiic of 
Sl5.U million: E?b froin coniiiiuing oprrdion> - b,iw m u  diliiied uf 5 ' 0  I I ,  m d  E k  - i ) ; i w  m c  diluted of SO ut! 

,? -\mou:irs shorn rellcct reclassifications to reflecr disconrinued iipersrir~nc as discussed 111 hote  14 
13 k i d e l i d  paid on T K O  Energ? comiiion stock. 
1-1' Tradiiig prices ior common shares. 
15, .Amounts shonn lor 2002 refleci reclassificarions lo conform wirh :he current yea: presenraiion in parricular, reciaisiiicariun\ Iiw? h w i  i i i , ~ d e  frrini 

coniiiiuing operotiiinr io ditcc~~iiinucd operarlons 85 discusred iii Note 14 
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To Board of Directors and Shareholders of TECO Energy, hc.: 
In our opinion h e  accoinpaininp consoitdared balance sneer3 and h e  reia:rci consclidared srareinenrs oi income. cn:iiinoii eud:n m i :  

cash PIot:-s presenr tairlv, in all maiertal respect> h e  financial po.;i:ion oCTLCO t n e r y ,  1:ic. and 11s sahsiatarir3 3r D t t  .<I. XW.; and Dec :K 
2001, Jnd  rhr resulri ofrheir operarions and he i r  c33h PIo\\s tor each oi uie L ; r r r ) e m  it! [he prnoc; w d t d  rjri 3: XI03 in canlrrniiin i%-~r : i  

accounring pnncipie, general!!. accepted in die United Srares o:.imericd Tiirw financial sratemeiirr are uie re.pun,iSiiin I):  :ne i :oi : ipn\  

nianagemenr: our respoiisibihn. IS  ru express aii opint!iii uii r!ir\r id s:arei:ie:i!> b,hrd (11: ( i u r  audir. I\'? coiioucicc: o u r  audi:. i): 

these sraremenrs m accordance 111th auditing srandards generally ed in he Unired Stares oi.Cwer:ca \vtiicn rtxq'L:x' :i?z. \ \ t> p:a:: a : ~  
perform the audir TO obratn reasonable assurance abour \die:ner [he ilnnncial sraremenrs are iree of mareriai m ~ t a r e i n e i i :  .h ~ i t t ~ i i  

includes examining. on a tesr basts. eiiderice supporring me aniuunrh and disclosures in the fina:ic:c?l srdrenien:,. , i > w ~ z i i i ~  mr a i c o  
principles used nnd stpnificsnr esrtinaieb made h!. inanarernenr and evaiuarinp [lie overali ilnancidj srareineiit :)I twnxr io! :  \ \r  wiir\ t' 1n.i: 
uur audi:, prmidr a reasonabie h is t>  ior 03: opinior. 

A >  discussed in Sorr 7 lo riie consciiiaared Enatict 
j of lul! ! 20133 .A> dibcussec 
aster re:irenienr cus[i a \  ni JLin i .1003 .\c diqcussed i1i Yore 3 ro rne consoliaared !;iiar,cid qrztcm<>n:, tnt 

manner- in ivliicli i r  accounrs to: pooil\iiJ aiio cJ:ncr tiitan 
coi iwl iaared iiiianiial s;arenieriri. :ne Conipar.:, cnaiiged t i i t  nixiner i n  \\iiic!! i 

renie:i:h, ri?r Coinpant cnaiigrc dit. matinrr :n ivnich i r  a c iuun i '  
ore 5 10 rnr c t i i ~ i i a a r e d  financid srarenienri tiir C o m p ~ n i  c m n  

IL' assers a i  of la1 1. 2002 .A> d i s c u s L d  i n  \o!c 2 to the  
C O U I ~ I ~  !or d e x a r t w  iiisrriinieiirs 32 13: im : 2tiO: 

Tampa. Florida 
\ldrch 2 .  2004 

Selected Fitmicia1 Data 
t l u h u t k c ,  P . Y L ~ I I  per short ~ ~ I I O I I I I ~ S  

ieor eiidmdDrt.. 31 2UU3 -7002 2 U U I  2uou ! YYY 

Re\ cnues s 2,740.0 s 2.664.Y s 2.483.3 s 2,223.2 s 1.Y32.ti 
Ser :loss iiicome irom continuing operarions S (14.7)  5 2 : - 2  S 263.5 S 2256 s 1 x 2  
Ser ;loss incoiiie fiorn discontinued operarions (890.41 52.9 38.2 25.3 6.9 
Cumulari\.e ehecr of change in 

Ser loss incoine s 1909.41 5 3:mI s 3 0 3 :  5 250 Y 5 186.1 
?nr:J asseta S 10.461.3 5 3,(178.4 5 7 ,176 .2  5 ti. I iiT.8 s 5 .  IO.i.2 
Long-rerm debt S 4,392.6 s 3 3 2 4 . 3  5 1,842.3 s I.374.6 S 1.207 6 
E,:rnings per s l i m  'EPS - basic 

accounring principle. ner l4.3! - - 

Fioin conriiiutng operarions S 10.081 5 1 b l  5 1 .Y8  s 1 :Y s !.37 
Friini  discoiit inurd operarionh (4.95) u .34  0.28 0.211 0 05 
Froin cuinularn e effect of change 

in accounting priiiciple (0.02i 
EPs bdsic S (5.05) 5 2 15 s 2.26 5 li'!l s 1.12 

Dividends paid per coninion jliare S 0.925 S 1.41 S i 3: S : ..i i 5 1.285 

264 



TECO EnerD, Offices 
TECO Plaza 
-01 S Franklin Street 
Tampa. FL 33602 
813-228-1111 
Fay 813-228-1670 
\v . tecoenergy .com 

Annual \leering 
Tlie .Annual \leering o! Shareholders \ \ i l l  be held on Apri! 2:; 200-1. 11.311 c t  !ii .I[ 

Hiiton Tampa Arpoir \testshore 
7225 S.  Lois .Avenue 
Tampa. FL 33607 

Shareholder Inquiries 
Coinmiinicniioii concernin; rraiisfer requireinriiis. l o h i  cerriric;ites di\idendz "I change 
of ndaress shou ld  be direcred r o  theTraiisler .Agent. 

Form IO-KAvaiIable 
TECO Energy5 U i n u d  Report oii Forni IO-E;. ivhich \>filed i ~ i t l i  rhr Seciiritw and 
€change Coniinis.;ion. IS available to shareholders ai n o  ctiargc o n  :he In i t "?[  i11 

wwv.sec.gov or through the In'iestoi Relarion, page ar \\vw.tecoenerg).com Heq t i ~ r  
5Iiould bc addrcised io. 
TECO Energ;. liic 

lnvesror Retarion> 
PO. B i n  1 1  1 
Tampa. FL 33601 
813-1'18-1 326 
800-8 i 0.2032 

..\nalyst Contacts 
Gordon L GiUetre, Senior \'ice f'rebidenr - Fiiimce anti C h i d  Financid Otficer 

Sandra\\: Callahan, \'ice Presidrnr - ?reasur) and  Rish ?laii.igrnicnt 
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ESHIBIT 21 
SUBSIDIARIES OF THE REGISTR4NT 

All of the follou ing subsidianes of  TECO Energ). Inc . are organized under the Ian s of Flonda excepr as indicated Tr,s 
follo\s ing list omits cenain subsidianes pursuant to paragraph (b)t 7 1 ) t i l )  of Regulation S-K Item 60 i 

Tampa Electric Company 
TECO Diversified. Inc. 

TECO Transport Corporation 
TECO Bulk Terminal. LLC (formerly Elecno-Coal Transfer. LLC a Louisiana Iimired iiabilip. compan!') 
TECO Ocean Shipping. Inc. (formerly Gulfcoast Transit Company ) 
TECO Barge Line. Inc. (formerly hiid-South Towing Cornpan!.. ) 
TECO Towing Company 

Gatliff Coal Company (a  Kentucky corporation) 
Bear Branch Coal Company (a  Kentucky Corporation) 
Rich Mountain Coal Company (a  Tennessee corporation) 
Clinnvood Elkhom Mining Company ( a  Kentuck? corporation) 
Pike-Letcher Land Compan). (a Kentucky corporation) 
Premier Elkhom Coal Company ( a  Kentucky corporation) 
Perry County Coal Corporation (a  Kentuck). corporation) 

TECO Energy Senices ,  Inc. (formerly TECO BG.4. Inc.) 
BCH Mechanical. Inc. 
TECO Gas Services, Inc. 
Prior Energy Corporation ( a  Delaivare Corporation) 
TECO Partners. Inc. 
TECO Propane Ventures. LLC (a Delakvare limited liability company) 

TECO Coal Corporation (a  Kentucky corporation) 

TECO Solutions. Inc. 

TECO Coalbed Methane Florida, Inc. (formerl). TECO Coalbed Xlethane. Inc. an Alabama corporation) 
TECO Properties Corporation 

TECO Stevedoring Senices .  Inc. (formerly G C  Sen,ices Compan),. Inc.) 
TECO Finance. Inc. 
TECO Imestments. Inc. 
TECO Funding Company I. LLC (a Delaivare limited liability company) 
TECO Funding Company 11. LLC (a Dela~vare limited iiabilig. company) 
TECO M'holesale Generation. Inc. (formerly TECO Power Senices  Corporation) 

TPS Guatemala One, Inc. 
TPS Hamakua. Inc. 
TPS HaLvaii. Inc. 
TM Polver Ventures. LLC (a Delaware limited liability company) 

TECO Power Ventures. Inc. 
TM Delmana  Power LLC (a Delaware limited liability company) 

TPS TriCo.. LLC (a Delaivare limited liability company) 
TPS Dell, LLC (a  Delaware limited liabilie company) 
TPS McAdams, LLC (a Delaware limited liability company) 
TPS Tejas GP, LLC (a Delaware limited liability company) 
TPS Tejas LP. LLC (a Delaware limited liability company) 

TPS LP, Inc. 
TPS GP. Inc. 

TECO-Panda Generating Company, L.P. (a  Delaware partnership) 
Union Power I. LLC (a Delaware limited liability company) 
Union Power 11. LLC (a Delaware limited liability company) 
Panda Gila River I ,  LLC (a  Delaivare limited liability company) 
Panda Gila River 11, LLC (a Delaware limited liability company) 
Trans-Union Interstate I, LLC (a Delaware limited liability company) 
Trans-Union Interstate 11. LLC ( a  Delau,are limited liability company) 

TPS International Power, Inc. (a Cayman Islands limited liability company) 
TPS San Jose Intemational. Inc. (a Cayman Islands company) 
TPS San Jose. LDC (a Cayman Islands company) 

TECO EnergySource, Inc. 
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Eshibii  2 : .  1 

CONSENT OF S D E P E S D E S T  CERTIFIED PLBLIC .4CCOLYT.L\NTS 

We hereby consent to the incorporation by reference in the Registration Statement on 
Form S-3 (File Kos. 33-43512.333-83958 and 333-1 10273) and on Form S-8 (File 3 0 s .  
333-02563.333-25563,333-60776 and 333-7254:’) of TECO Energ).. Inc. of our report 
dated March 2, 2004 relating to the financial statements. m.hich appears in the Annual 
Report to Shareholders, which is incorporated in this PLnnual Repon on Form 10-I(. i i - e  
also consent to the incorporation bl. reference of our report dated March 2. 2004 relating 
to the financial statement schedules. ivhich appears in this Form 10-K. 

s PriceivaterhouseCoopers LLP 

Tampa, Florida 
March 9.2004 
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Exhibit 23.2 

COSSENT OF IXDEPESDEST CERTIFIED PUBLIC ACCOL-ST-ASTS 

We hereby consent to the incorporation b). reference in the Registration Statements on 
Form S-3 (File Nos. 33-61636.333-55090 and 333-91603) of Tampa Electric Compan!. 
of our report dated March 3. 2004. relating to the financial statements and financial 
statement schedule. ivhich appears in this Form 10-I(. 

I s '  PriceLyaterhouseCoopers LLP 

Tampa. Florida 
March 9, 2004 
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Eshibir 24.1.1 
TECO EXERGY. INC. 

POU-ER OF ATTORbTY 

Each of the undersigned in his capacity as a Director or officer or  both. as the case may be,  of said Corporation. does hereb! 
appoint R .  D .  Fagan, G.  L. Gillette and D .  E. Schwartz. and each of them, severally. his true and lawful attorneys or attome! tc\  

execute in his name, place and stead, in his capacity as Director or officer or both, as the case may be. of said Corporation. the Annual 
Repon on Form 10-E; for year ended December 31. 2003, and any and all amendments thereto and all instruments necessap o r  
incidenral in connection therewith, and to file the same with the Securities and Exchange Commission. Each of said attome! s has the 
power to act hereunder with or without the other of said attorneys and shall have full power of substirution and resubstitution. 

IN  TESTIMOSY WHEREOF, the undersigned have executed this instrument on the dates set fonh below 

is1 R.  D .  Facan 
R. D. Fagan, Chairman of the Board, 

President, Director and Chief Executive Officer 
(Principal Executive Officer) 

/s i  G. L. Gillette 
G. L. Gillette. Senior Vice President-Finance 

(Principal Financial Officer) 
and Chief Financial Officer 

l s i  S. M .  Pavne 
S. X I .  Payne, Vice President-Corporate 

Accounting and Tax and Assistant Secretary 
(Principal Accounting Officer) 

I s /  C .  D.  Auslev 
C. D. Auslev, Director 

1st S .  L. Baldwin 
S. L. Baldwin, Director 

/ s i  J .  L .  Ferman, Jr .  
J. L. Ferman, Jr., Director 

i s /  L.  Guinot, J r .  
L. Guinot, Jr., Director 

/ s i  I .  D. Hail 
I. D. Hall, Director 

Is1 S .  W. Hudson 
S. W. Hudson, Director 

1st T. L. Rankin 
T. L. Rankin, Director 

J a n u a p  27. 2004 

February 20. 2004 

February 10, 2004 

January 27,  2004 

January 27, 2004 

January 27. 2004 

January 27. 2004 

January 27. 2003 

January 27. 2004 

January 27,  2004 



Exhibit 24.1.1 

i s '  W .  D. Rockford 
17. D. Rockford, Director 

I s i  R'. P. Sovev 
u'. P. Sovey, Director 

lsi J .  T.  Touchron 
J. T.  Touchton, Director 

is.' J .  A.  Urquhart 
J .  A .  Urquhart. Director 

i s '  J .  0. Welch. Jr .  
J. 0. Welch, Jr., Director 

January 2 ; .  2004 

Januan  2 7 .  2004 

Januan  2 7 ,  2004 

January 2 7 .  2004 

February 13. 2004 

2 
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Exhibit 23 1 2 - -  
TA\fPA ELECTRIC COhlPk\3’ 

POWTR OF ATTOR\-EY 

Each of the undersigned in his capacity as a Director or officer o r  both. as the case ma!’ be. of said Compan) . does herrb! 
appoint R.  D. Fagan, G .  L. Gillette and D .  E.  Schwanz. and each of them, severally. his true and lawful attorneys or attome! to 
execute in his name, place and stead, in his capacity as Director or officer or both, as the case may be. of said Compan!.. the .Annual 
Report on Form 10-K for year ended December 31, 2003. and any and all amendments thereto and all instruments necessan or 
incidental in connection therewith. and to file the same with the Securities and Exchange Commission. Each of said attorneys has the 
power to act hereunder with or without the other of said attorneys and shall have full power of substitution and resubstitution 

I N  T E S T M O N Y  WHEREOF,  the undersigned have executed this instrument on the dates set fonh belo&. 

i s ’  R. D. Faoan 
R. D. Fagan, Chairman of the Board, 
Director and Chief Executive Officer 

(Principal Executive Officer) 

i s /  G. L. Gillette 
G. L. Gillette, Senior Vice President-Finance 

and Chief Financial Officer 
(Principal Financial Officer) 

i s /  P. L. Barringer 
P. L. Barringer, Chief Accounting 

Officer 
(Principal Accounting OMicer) 

i s /  C.  D.  Auslev 
C. D. Ausley, Director 

is/  S .  L. Baldwin 
S. L. Baldwin. Director 

i s /  J .  L.  Ferman. Jr .  
J. L. Ferman, Jr., Director 

i s /  L. Guinot. Jr .  
L. Guinot, Jr., Director 

/ s i  I .  D. Hall 
I. D. Hall. Director 

1st S.  W.  Hudson 
S. W. Hudson, Director 

Is/ T. L. Rankin 
T. L. Rankin, Director 
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January 2 7 ,  2004 

February 20. 2004 

February 10, 2004 

January 2 7 ,  2004 

January 27,  2004 

January 27, 2004 

January 27,  2004 

January 27,  2004 

January 27, 2004 

January 27, 2004 



Exhibir 24 1 2 - -  
Is’ b’. D. Rockford 

M.. D. Rockford Director 

i s )  b’. P. Sovei. 
u’. P. Sovey, Director 

i s !  J .  T. Touchton 
J.  T. Touchton. Director 

i s /  J .  A .  Urquhan 
J. A .  Urquhart, Director 

I S ;  J .  0. Welch. J r .  
J. 0. Welch, Jr., Director 

J a n u a c  17. 1004 

Januan.  1 7 .  2004 

January 2 7 .  2004 

Janua?. 2 7 .  2004 

February 13. 2004 
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Exhibit 24.2.1 

TECO ENERGY. ISC. 

Transcript from Records of Board of Directors 

Januarv 27.2003 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

RESOLVED. that the preparation and filing ivith the Securities and Exchange Commission of 
the Annual Report on Form 10-K for the year ended December 3 1.  1003 pursuant to the Securities 
Exchange Act of  1931. as amended. including any amendments thereto and containing the information 
required by such form and any additional information as the officers of the Corporation. \+.ith the 
advice of  counsel. deem necessary. ad\.isable or appropriate (the "1 0-K"). are hereby authonzed and 
approved; that the Chief Executi\.e Officer. the President and any \.'ice President of the Corporation 
be. and each of  them acting singly hereby is. authorized for and in the name and on behalf of the 
Corporation to execute the 10-K and cause it to be filed n.ith the Securities and Exchanse 
Commission; and that the officers referred to above be. and each of  them hereby is, authorized to 
execute the 10-K through or by R. D. Fagan, G. L. Gillette or D.  E. Schivanz, or any of them. as duly 
authorized attomeys pursuant to a Power of Xttomey in such form as shall be appro\.ed by the 
Corporation's general counsel. 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

I. D. E. Schnrartz, hereby certify that I am Secretary of TECO Energy, Inc.. a Florida 

corporation (the "Corporation"), and set forth above is a true and correct copy of certain resolutions 

from the minutes of the meeting of the Board of Directors of the Corporation con\.ened and held on 

January 27,2001, at which meeting a quorum for the transaction of business \+'as present and acting 

throughout. 

I further certify that the resolutions set forth above have not been altered, amended or 

rescinded and the same are now in full force and effect. 

EXECUTED this 241h day of February, 2004. 

/SI  D. E.  Schwartz 
Secretary 

TECO ENERGY, INC. 

Corporate Seal 
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Exhibit 2 3 . 2 . 2  

TAlIP.4 ELECTRIC C031P.43T 
Transcript from Records of Board of Directors 

January 27.2004 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

RESOLi-ED. that the preparation and filing with the Securities and Exchange 
Commission of the .4nnual Report on Form IO-K for the year ended December 3 1. 2003 pursuant 
to the Securities Exchange Act of 1934. as amended. including an?' amendments thereto and 
containing the information required by such form and an?' additional information as the officers of 
the Compan!,. n i th  the advice of counsel. deem necessan'. advisable or appropriate (the .' IO-K;"). 
are hereb?, authorized and approt.ed: that the Chief Executive Officer. the President and an!. \.ice 
President of the Company be. and each of them acting sing]?, hereby is. authorized for and in the 
name and on behalf of the Company to execute the I O - I ;  and cause it to be filed u j th  the Securities 
and Exchange Commission: and that the officers referred to above be. and each of them hereby 1s. 

authorized to execute the 10-K through or by R. D. Fagan. G.  L. Gillette or D. E. Schn.anz. or an" 
of them. as duly authorized attomeys pursuant to a Po\i,er of .4ttomey in such form as shall be 
approved by the Company's general counsel. 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

I. D. E. Sch\sfartz, hereby certifi that I am Secretary of Tampa Electric Company. a 

Florida corporation (the "Company"), and set forth above is a true and correct copy of certain 

resolutions from the minutes of the meeting of the Board of Directors of the Company convened 

and held on January 27, 2004. at n.hich meeting a quorum for the transaction of business was 

present and acting throughout. 

I further certify that the resolutions set forth ab0L.e haire not been altered, amended or 

rescinded and that the same are non' in full force and effect. 

EXECUTED this 24'h day of February, 2004. 

i s /  D. E. Schwartz 
Secretary 

TAMPA ELECTRIC COMPANY 

Corporate Seal 
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CERTIFICATIOSS 
Exhibit 3 1 . 1  

I. Robert D.  Fagan. certi& that: 

I have reviewed this annual report on Form IO-E; ofTECO Energy. Inc.: 

Based on m) k n o ~  ledge. this report does not contain an) untrue statement of a matenal fact or omit to state a material fact 
necessary to make the statements made. in light of the circumstances under a h i c h  such statements \$ere mads. not 
misleading with respect to the period co\ ered b) this report: 

Based on m) knob\ ledge. the financial statements. and other financial information inciuaed in this report. fair]) present in all 
material respects the financial condition. results of operations and cash flow s of the registrant as of. and for. the periods 
presented in this report. 

The registrant's other certi&ing officer and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-15(2) and I j d - i 5 ( e ) )  for the registrant and ha\.e: 

a )  Designed such disclosure controls and procedures. or caused such disclosure controls and procedures to be designed 
under our supen%ion. to ensure that material information relating to the registrant. including its consolidated 
subsidiaries. is made knoun to us by others \vithin those entities. particularly dunng the period in which this report is 
being prepared: 

b) Etaluated the effecti\.eness 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 of the end of the penod co\.ered by this 
report based on such evaluation: and 

C )  Disclosed in this report any change in the registrant's intemal control o\ er financial reporting that occurred dunng the 
registrant's most recent fiscal quarter that has materially affected. or is reasonably likely to matenally affect, the 
registrant's intemal control over financial reporting; and 

The registrant's other certifying officer and I h a l e  disclosed. based on our most recent ebaluation of internal control over 
financial reporting. to the registrant's auditors and the audit committee of the registrant's board of directors (or persons 
performing the equivalent functions): 

a )  XI1 significant deficiencies and material weaknesses in the design or operation of intemal control over financial 
reporting which are reasonably likely to adversely affect the registrant's abilin. to record. process. summarize and repon 
financial information; and 

b) An? fraud. \\ hether or not material. that in\ ol\ es management or other emplo) ees n ho ha\ e a significant role in the 
registrant's intemal control o\ er financial reporting 

Date: March 15. 2004 s R D FAGAY 
R. D. FAGAX 
Chairman of the Board. President. 
Director and Chief Executive Officer 
(Principal Executive Officer) 
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Exhibit 3 1.2 
CERTIFICATIONS 

I .  Gordon L.  Gillette. cer t i f j  that: 

I have reviewed this annual report on Form IO-K of TECO Energ!.. Inc.: 

Based on m> knou ledge. this report does not contain an! untrue statement of  a matenal fact or omit to state a matenal f3.c: 
necessarq to make the statements made. in light of the circumstances under uhich  such statements u e r e  made. no: 
misleading u ith respect to the penod col  ered b! this report. 

Based on mq knon ledge. the financial statements. and other financial information included in this report. fairlq present in all 
material respects the financial condition. results of operations and cash flous of the registrant as of. and for. the prnods 
presented in this report. 

The registrant's other certifj ing officer and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-l5(e)  and l jd-!5(e))  for the registrant and ha ie :  

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed 
under our supen  ision. to ensure that material information relating to the registrant. including its consolidated 
subsidiaries. is made knou n to us bq others v, ithin those entities. particularl? dunng the period in hich this report is 
being prepared. 

E\.aluated 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 of the end of the penod covered by this 
report based on such evaluation: and 

Disclosed in this report any change in the registrant's internal control 01 er financial reporting that occurred during the 
registrant's most recent fiscal quarter that has matenall! affected. or is reasonably likely to materially affect, the 
registrant's internal control over financial reporting: and 

The registrant's other certifying officer and I have disclosed. based on our most recent e\faluation of intemal control over 
financial reporting. to the registrant's auditors and the audit committee o f  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 
reporting uhich  are reasonably likely to adversely affect the registrant's ability to record. process. summarize and report 
financial information; and 

b)  Any fraud, whether or not material, that involves management or other employees \vho have a significant role in the 
registrant's intemal control over financial reporting. 

Date: hlarch 15,  2004 s G . L  GILLETTE 
G L GILLETTE 
Senior Vice President - Finance 
and Chief Financial Officer 
(Principal Financial Officer) 
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Exhibit 3 ! . 3  
CERTIFICATIOSS 

I. Robert D. Fagan. certifi. that: 

1 .  I ha\.e reviewed this annual report on Form 10-Q of Tampa Electnc Companl..: 

2 Based on m! knon ledge. this report does not contain an! untrue statement of a matenal fact or omit to state a matena! fail 
necessar).. to make the statements made. in light of the circumstances under uhich  such statements mere mads. not 
misleading with respect to the penod col ered b! this report. 

3 ,  Based on my knowledge. the financial statements. and other financial information included in this report. fair]\ present in all 
material respects the financial condition. results of operations and cash flou s of the registrant as of. and for. the penodj 
presented in this report: 

3 The registrant's other certifiing officer and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-l5(ei  and l j d - l 5 ( e ) )  for the registrant and ha\e .  

a )  Designed such disclosure controls and procedures. or caused such disclosure controls and procedures to be designed 
under our s u p e n  ision. to ensure that material information relating to the registrant. including its consolidated 
subsidiaries. is made knou n to us b) others u ithin those entities. panicularl) during the penod in \\ hich this report I S  

being prepared. 

b)  ELaluated 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 of the end of the penod co\.ered b\ this 
report based on such e\raluation: and 

c)  Disclosed in this report an) change in the registrant's intemal control over financial reporting that occurred during the 
registrant's most recent fiscal quarter that has matenall> affected. or IS reasonably Ilkel\ to materially affect, the 
registrant's intemal control OL er financial reporting: and 

5 .  The registrant's other certifying officer and I have disclosed. based on our most recent e\,aluation of intemal control over 
financial reporting. to the registrant's auditors and the audit committee of the registrant's board of directors (or persons 
performing the equivalent functions): 

a )  All significant deficiencies and material Lveaknesses in the design or operation of intemal control over financial 
reponing u.hich are reasonably likely to adversely affect the registrant's ab i l ie  to record, process. summarize and report 
financial information: and 

b)  Any fraud, Lvhether or not material. that involves management or other employees ~ h o  have a significant role in the 
registrant's intemal control over financial reponing. 

Date: March 15. 2003 i s  R D FAGAN 
R D . F A G A N  
Chairman of  the Board. President. 
Director and Chief Executive Officer 
(Principal ExecutiL e Officer) 
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Exhibit 1 .i 
CERTIFICATIOES 

I. Gordon L. Gillene. certifv that: 

1. 

1 *. 

3 .  

-1. 

5 .  

I ha\.e reviewed this annual report on Form 10-K ofTampa Electric Compan),.: 

Based on my knou ledge. this report does not contain an! untrue statement of a matenal fact or omit to state a matenai fact 
necessarq to make the statements made. in  light of the circumstances under \+hich such statements \+ere made. not 
misleading v, ith respect to the penod co\ ered b> this report. 

Based on my kno\rledge. the financial statements. and other financial information included in this report. fair]? present in all 
material respects the financial condition. results of operations and cash f l o ~ s  of the registrant as of. and for. the periods 
presented in this report. 

The registrant's other certifving officer and I are responsible for establishing and maintaining disclosure controls and 
procedures (as  defined in Exchange Act Rules 1 3 a - l i ( e )  and 1 5 d - l i ( e ) )  for the registrant and h a i e  

a )  Designed such disclosure controls and procedures. or caused such disclosure controls and procedures to be designed 
under our supen  ision. to ensure that material information relating to the registrant. including its consolidated 
subsidiaries. is made h o ~ n  to us b) others ivithin those entities. particularl\ during the period in n hich this report is 
being prepared: 

b)  Eialuated the effecmeness 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 of the end of the period covered by this 
report based on such evaluation; and 

c )  Disclosed in this report any change in the registrant's intemal control o \e r  financial reporting that occurred during the 
registrant's most recent fiscal quarter that has material14 affected. or is reasonabl) Iikel) to materially affect, the 
registrant's intemal control over financial reporting: and 

The registrant's other certifying officer and I ha\ e disclosed. based on our most recent e! aluation of internal control o\ er 
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 \\eaknesses in the design or operation of intemal control over financial 
reporting u hich are reasonably likely to adverselq affect the registrant's ability to record. process. summanze and report 
financial information: and 

b) Any fraud. whether or not material, that involves management or other employees n.ho have a significant role in the 
registrant's internal control over financial reporting. 

Date: March 15. 2004 1s G L GILLETTE 
G .  L. GILLETTE 
Senior Vice President - Finance 
and Chief Financial Officer 
(Principal Financial Officer 
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Eshibi: :2.1 

TECO ESERGY. I S C  

Certification of Periodic Financial Report 
Pursuant to 18 U.S.C. Section 1350 

Each of  the undersigned officers of TECO Energy. Inc. (the Tompan!.") certifies. under thr  standards set 
forth in and solely for the purposes of  18 U.S.C. Section 1350. as adopted pursuant to Section 906 of the Sarbanes- 
Osle>, Act of  2001. that. to his knowledge. the .4nnual Report on Form 10-I: of  the Cornpan!. for the year ended 
Dec. 31. 2003 fully complies with the requirements of  Section 13(a)  or l j ( d )  o f t h e  Securities Exchange .Act of  I934 
and information contained in that Form 10-K fairly presents. in all material respects. the financial condition and 
results of  operations of the Cornpan!,. 

Dated: March 15. 2004 

Dated: March 15. 2004 

s R D. Fagan 
Robert D. Fagan 
Chief Executive Officer 

's G .  L. Gillette - 
Gordon L. Gillette 
Chief Financial Officer 

A signed original of  this written statement required by Section 906 has been provided to TECO Energy, Inc. and will 
be retained by TECO Energy, Inc. and furnished to the Securities and Exchange Commission or its staff upon 
request. 
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Exhibit 32.2 

TAIlIPA ELECTFUC COIlIP.413' 

Certification of Periodic Financial Report 
Pursuant to 18 U.S.C. Section 1350 

Each of  the undersigned officers of Tampa Electric Company (the Tompan!") certifies. under the 
standards set forth in and solely for the purposes of 18 U.S.C. Section 1350. as adopted pursuant to Section 906 of 
the Sarbanes-Oxley Act of 2001. that. to his knon,ledge. the Annual Report on Form 10-I; of the Cornpan!, for the 
year ended Dec. 3 1. 1003 fully complies with the requirements of Section l3(a)  or l j ( d )  of the Securities Exchange 
Act of 1933 and information contained in that Form 10-I; fairl!. presents. in all material respects. the financial 
condition and results of operations of the Company. 

Dated: March 15. 2004 

Dated: March 15. 1003 

s '  R. D. Faean 
Robert D. Fagan 
Chief Executive Officer 

1s' G .  L .  Gillette 
Gordon L. Gillette 
Chief Financial Officer 

A signed original of this written statement required by Section 906 has been proLided to Tampa Electric Company 
and will be retained by Tampa Electric Company and fumished to the Securities and Exchange Commission or its 
staff upon request. 
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