AUSLEY & MCMULLEN

ATTORNEYS AND COUNSELORS AT LAW \ ‘{..Cp:v "?* BARERWANY
123 SOUTH CALHOUN STREET
P.O. BOX 391 (z1P 32302) 10 SEP -3 PH 3: 35
TALLAHASSEE, FLORIDA 3230
(850) 224-9115 FAX (850) 222-7560 CO: 1«“&{5 10N
CLEPK

September 3, 2010

HAND DELIVERED

Ms. Ann Cole, Director mgq A T {

Office of Commission Clerk
Florida Public Service Comimission
2540 Shumard Oak Boulevard
Tallahassee, FL 32399-0850

Re:  Application of Tampa Electric Company for authority to issue and sell securities
pursuant to Section 366.04, Florida Statutes and Chapter 25-8, Florida
Administrative Code.

Dear Ms. Cole:

Enclosed for filing in the above-styled matter are the original, one copy, and copy on

diskette of Tampa Electric Company’s Application for Authority to Issue and Sell Securities for
the fiscal period of 12 months ending December 31, 2011.

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,

o st
James D. Beasley

JDB/pp
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Application of Tampa Electric
Company for authority to issue and sell
securities pursuant to Section 366.04,
Florida Statutes and Chapter 25-8,
Florida Administrative Code

DOCKET NO. I_Og_cfij = ]

Submitted for filing on September 3, 2010

TAMPA ELECTRIC COMPANY'S
APPLICATION FOR AUTHORITY TO ISSUE AND SELL SECURITIES
Tampa Electric Company (“the Company”) files this, its Application under Section 366.04, Florida
Statues and Rule 25-8.001, et seq., Florida Administrative Code, for authority to issue and/or sell securities

for the Company’s fiscal period of 12 months ending December 31, 2011, and says:

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

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

2. The Company, a Florida corporation, was incorporated in 1899 and was reincorporated in 1949.
The Company provides Commission-regulated retail electric services and natural gas

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

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

respect to this Application are as follows:

Paula K. Brown

James D. Beasley Administrator, Regulatory Coordination
Ausley & McMullen Tampa Electric Company
P. O. Box 391 P.O.Box 111
Tallahassee, FL 32302 Tampa, FL 33601
(850) 224-9115 (813) 228-1752
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4.  AsofJune 30, 2010, the date of the balance sheet submitted with this Application, the following

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

(a) Brief description (b) Amgunt authorized (¢} Amount (d) Amount | (e) Pledged by | (f) Amount (g) Amount
(face value and number of | outstanding (exclusive held as applicant owned by held in any
shares) of any amount held in | reacquired affiliated fund
the treasury) securities corporations
Common Stock 25,000,000 shares without 10 shares None None 10 shares None
par value
Preferred Stock 2,500,000 shares with no None None None None None
par value, 1,500,000 shares
with $100 par value per
share
Preference Stock - Subordinated Preferred | 2,500,000 shares with no None None None None None
Stock par value
Funded Debt:
Tampa Electric division
Instaliment Contracts Payable:
5.15% Series, due 2025 $51,600,000 351,600,000 None None None None
5.65% Series, due 2018 54,200,000 54,200,000 None None None None
Variable Interest Series, due 2020 20,000,000 None 20,600,000 None None None
5% Series, due 2034 85,950,000 85,950,000 MNone None None None
Variable Interest Series, due 2030 75,000,000 None 75,000,000 None None None
5.1 % Term Bonds, due 2013 60,685,000 60,685,000 None None None None
5.5 % Term Bonds, due 2023 86,400,000 £6,400,000 None None None None
Unsecured Notes:
6.875% Series, due 2012 210,000,000 210,000,000 None None None None
6.10% Series, due 2018 200,000,000 200,000,000 None None None None
6.375% Series, due 2012 330,000,000 330,000,000 None None None None
6.25% Series, due 2016 250,000,000 250,000,000 None None None None
6.55% Series, due 2036 250,000,000 250,000,000 None None None None
6.15% Series, due 2037 190,000,000 190,000,000 None None None None
Peoples Gas System division
Senior Notes:
9,93% Series, due 2011 1,000,000 1,000,000 None None None None
8.00% Series, due 2012 9,500,000 9,500,000 None None None None
Unsecured Notes:
6.875% Series, due 2012 40,000,000 40,000,000 None None None None
6.375% Series, due 2012 70,000,000 70,000,000 None None None None
6.10% Series, due 2018 50,000,000 50,000,000 None None None None
6.15% Series, due 2037 60,000,000 60,000,000 None None None None
Total Funded Debt $2,094,335,000 $1,999,335,000 $95,000,000

5. Statement of Proposed Transactions

(a)

The Company seeks the authority to issue, sell and/or exchange equity securities and issue,

sell, exchange and/or assume long-term or short-term debt securities and/or to assume
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liabilities or obligations as guarantor, endorser or surety during the period covered by this
Application. The Company also seeks authority to enter into interest rate swaps or other
derivative instruments related to debt securities. Any exercise of the requested authority
will be for the benefit of the Company. At no time will the Company borrow funds, incur
debt or assume liabilities or obligations as guarantor, endorser or surety that are not for the

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

The equity securities may take the form of preferred stock, preference stock, common stock, or
options or rights with respect to the foregoing with such par values, terms and conditions,
conversion and relative rights and preferences as may be permitted by the Company’s Restated
Articles of Incorporation, as the same may be amended to permit the issuance of any such
securities. The long-term debt securities may take the form of first mortgage bonds, debentures,
notes, bank borrowings, convertible securities, installment contracts and/or other obligations
underlying pollution control or sewage and solid waste disposal revenue bonds or options,
rights, interest rate swaps or other derivative instruments with respect to the foregoing, with
maturities ranging from one to 100 years, and may be issued in both domestic and international

markets.

The issuance and/or sale of equity securities and long-term debt requested may be through
negotiated underwritten public offering, public offering at competitive bidding, direct public or
private sale, sale through agents, or distribution to security holders of the Company or affiliated

companies.




(b)

(©)

(d)

The short-term debt may take the form of commercial paper, short-term tax-exempt notes,
borrowings under bank credit facilities or accounts receivable securitization credit facilities, or
other bank borrowings. Short-term debt sold in the commercial paper market may bear an
interest rate as determined by the market price at the date of issuance and will mature not more

than one year from the date of issuance.

The amount of all equity and long-term debt securities issued, sold, exchanged or assumed and
liabilities and obligations assumed or guaranteed as guarantor, endorser, or surety will not
exceed in the aggregate $1,200 million during the period covered by this Application, including
any amounts issued to retire existing long-term debt securities. The maximum amount of short-

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

With respect to equity and long-term debt securities and liabilities and obligations to be
assumed or guaranteed as grantor, endorser or surety, the amount of $200 million is needed to
accommodate the potential issuance of additional notes based on projected short-term debt
levels; the amount of $200 million is needed for potential long-term emergency funding; and
the amount of $800 million is needed for other purposes (swaps, refinancings, etc.). With
respect to short-term debt, the amount of up to $700 million outstanding is needed to enable
the Company to fully draw existing short-term credit facilities including upsize capability; and
the balance of up to $200 million is needed to avail the Company of short-term emergency

funding and other purposes.

The present estimates of the interest rates for the aforementioned debt securities, based upon

current trading levels of unsecured short-term debt and 10-year notes of the Company are
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0.85% and 4.20%, respectively. Actual dividend rates for the aforementioned equity securities
and interest rates will be determined at the time of the issuance and/or sale of the applicable

securities.

Purpose of Issuance

Proceeds from any sale of securities will be added to the Company’s general funds and used for
working capital requirements and for other general business purposes, including financing of the
Company's capital investments or the acquisition of additional properties or businesses. The net
proceeds received from the sale of securities may also be used for the repurchase or repayment

of debt or equity securities of the Company.

Construction
The electric division of the Company currently estimates that construction expenditures during
the 12 months ending December 31, 2011 will be $317 million. Estimates for specific, larger-

scale, non-recurring investments for 2011 include:

(Millions)

Projects Amount
Transmission & Distribution 14
Polk Water Project _26
$40

The gas division of the Company currently estimates that construction expenditures during the
12 months ending December 31, 2011 will be $50 million for maintenance and system

expansion.




(b)

(©)

Reimbursement of the Treasury
Among the general business purposes for which any net proceeds may be used is the
reimbursement of the treasury for expenditures by the Company against which securities will

not have been issued in advance.

Refunding Obligations

One of the purposes of issuing the securities referred to herein will be to repay previously issued
short-term debt, of the type described in paragraph 5, which matures from time to time on a
regular basis. Subject to market conditions, the Company may refund such short-term debt with

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

In addition, the Company is continuing to monitor and evaluate market conditions in
anticipation of refunding or refinancing long-term obligations where it is legally and
economically feasible to do so. Recognizing that changes in market conditions could make such
refunding transactions feasible, the Company is requesting authority to issue long-term debt
and/or preferred or preference stock within a limitation that provides the Company with

sufficient flexibility to respond to refunding or refinancing opportunities.

The Company submits that the proposed issuance and sale of securities is for lawful objectives
within the corporate purposes of the Company, is necessary for the proper performance by the
two divisions of the Company as public utilities, is compatible with the public interest and is
reasonable, necessary and appropriate. In support thereof the Company states that the proposed
issuance and sale of securities and the proposed application of funds derived therefrom, as

described in paragraphs 5 and 6 above, are consistent with similar actions the Company in the
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past has found to be lawful, reasonable, necessary and appropriate for the conduct of its
business. The Company further states that this application for authority to issue and sell
securities is consistent in its objectives with those of applications the Company has filed, and
this Commission has found to be lawful, reasonable, necessary and appropriate, on numerous

occasions in the past.

The names and addresses of counsel who will pass upon the legality of the proposed issuances
are: Charles A. Attal, I1I, General Counsel, Tampa Electric Company, Tampa, Florida; David E.
Schwartz, Associate General Counsel, Tampa Electric Company, Tampa, Florida; Holland &
Knight LLP, Tampa, Florida; and/or Edwards Angell Palmer & Dodge LLP, Boston,
Massachusetts and/or such other counsel as the Company may deem necessary in connection

with any of the proposed issuances.

A Registration Statement with respect to each public offering of securities hereunder that is
subject to and not exempt from the registration requirements of the Securities Act of 1933, as
amended, will be filed with the Securities and Exchange Commission, 100 F St. N.E.,

Washington, D.C. 20549.

There is no measure of control or ownership exercised by or over the Company as to any other
public utility except as noted below.

On April 14, 1981, the Company's shareholders approved a restructuring plan under which the
Company and its subsidiaries became separate wholly owned subsidiaries of a holding

company, TECO Energy, Inc.




Required Exhibits
1.  The following exhibits required by Rule 25-8.003, Florida Administrative Code, are either
attached hereto or incorporated by reference herein and made a part hereof:
(a) Exhibit A: Items 1 through 5 are being satisfied through the provision of financial
statements identified in Item 6 below.

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

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

Uses of Funds Statements and Construction Budgets)

WHEREFORE, Tampa Electric Company respectfully requests that the Commission enter its Order
approving the Company’s request for authority to issue and sell securities during the 12 month period ending

December 31, 2011.

DATED this 3rd day of September, 2010

TAMPA ELECTRIC COMPANY

702 North Franklin Street
Tampa, Florida 33602
Post Office Box 111
Tampa, Florida 33601
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TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED: SEPTEMBER 3, 2010

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-K
X AnnualRepoﬁPumanthecumlsorIS(d)dtheSeaﬂﬂuExchangeActdlm
For the fiscal year ended December 31, 2009
OR
O mmnmmmggwmnww(d)dmsmmmAaalm
Commision hh:&f&d%mw

Fils No. peincipul exvcutive effices, talephone number N-hr

18190 TECO ENERGY, INC. 552051206
(s Florida corporation}
TECO Plaza
702 N. Frankiin Street
(813) 228-1111

15007 TAMPA ELECTRIC COMPANY BH4T5108
{a Florida corporation)
TBCO Plaxa
mn.masuﬁ
(813) 228-1111
Securities registered pursonnt to Section 12(b) of the Act:

Title of snch vl N—:d-ﬂmnﬂ&m
TEQO Energy, Inc.
Common Stock, $1.00 per value New York Swock Exchange

Securities regiviersd purssaat to Sectien 13(y) of the Act: NONE
Indicae by check mark if TECO Energy, Inc. is a well-known sexsoned issuer, as defined in Rule 405 of the Securiies Act. ' YES [ NO [
mln?;sb axruwmwmmmm.-mmmmuum
mhﬂy';n MgdﬂumnmuﬂdhmmmbsmlsaMmB{d}n{&ew
Indicase by check sk whether the registrants (1) have filed all reports requiredt to be filed by Section 13 or 15(d) of the Securities Exchange
m«lmmumumwummmuuwmu&xn file such reports), and (2) have been subject
to such filing requirements for the past 90 days.  YES i NO ]
mmm&nuﬂmmm&u mmm«w‘#m‘&%n&“f’gﬁn&mwﬁm
ponszant to & or
the regisirants were mquired 0 submit snd post such files). YES [
mzdeEWsdmﬂnmwhm&muhmwm:nggmmx
contsined, to nmnnhoww. definitive proxy or information statczasnts incorporated by reference
or soy ameadment 1o this 10K
Indicate by check mark whether TECO maawmmumm non-accelersted filer, or & smaller reporting
company, See the definitions of “Jarge fller,” “scoelerated filer™ md “smaller reporting whmxmzdumm
Large Accelersted filer [X]  Acociorasd filer {]  Nos-Accelerated filer [ Smaller reporting company [}
Indicate by check mark whether Tempa Electric hahamﬂh,nmﬁh. non-acceleratod filer, or 8 smaller
wmm.mumawm " “sccelersted filer” and “smalier reporting company” in Rule 12b-2 of the

Large Accelermaed filer (]  Accelerated Sler ] Nom-Accelersted filer {  Smaller reporting company []
Indicats by check mark whether TECO Eaergy, Inc. is s shell company (ax defined in Rule 12b-2of the Act). YES[] NO R
mwmmmwwwmmmmmbmmadmm YES[] NOX
The aggregase maciket vatvoe of TECO Baergy, Inc.’s comamon stock held by non-affilistes of the registrant as of Jun. 30, 2009 was
$2,549,968,020 besed on the closing sale price as reported on the New Yock Stock Exchange.
The aggregaie market value of Tamps Electric Company's common stock held by aon-sffilistes of the rogistrant a3 of Jun. 30, 2009 was zero.
The sumber of sheres of TECO Energy, Inc.’s common siock outstanding as of Feb. 22, 2010 was 213,857,116, As of Feb. 22, 2010, there were
:&mamw%’smmmmmmawuammwmmambymm.

DOCUMENTS INCORPORATED BY REFERENCE

m&mm»m;ww»mmommamamm , Inc. wre inoorporsied by

Tampa Electric wmumgmmmmm 1) (x) and (b} of Form 10-K and ix thersfore filing this form
with the reduced disclosure format. ( )

MWM!MW by TECO Energy, hc.aw'rm ic Comypany. Information contsined herein
M»uhﬁﬁﬁdw

that its bohalf. makes the
po hc.': mon own Tampa Electric Compsny 0O repreacatations as o
Cover page of 183
bemhqhunn 180
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TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED: SEPTEMBER 3, 2010

PARTI

Item 1. BUSINESS.
TECO ENERGY

TECO Enesgy, Inc. (TECO Energy) was incorporated in Florida in 1981 as part of a restructuring in which it became the
WdTmptmmichy.TECOWmditswbsidiu'wshdmimately4.0?3emplomnofbec.
31, .

TECO Energy’s Corporate Governance Guidelines, the charter of each committee of the Board of Directors, and the code of
ethics applicable to all directors, officers and employees, the Standards of Integrity, are available on the Investors section of TECO
Energy's website, www. mumpﬂﬁedmmmyhmmmmhwm.mw
also makes its Securities and Ex Commission (SEC) (www. filings available free of charge on the Investors section
of TECO Energy's website as soon as reasonably practicable are filed with or farnished to the SEC.

TECO Energy is a holding company for regulated utilities and other businesses. TECO Energy currcatly owns no operating
assets but holds all of the common stock of Tampa Electric Company and through its subsidiary TECO Divenified, Inc., owns
TECO Coat Corporation and through its subsidiary TECO Wholesale Generation, Inc., owns TECO Guatemals, Inc.

Unless otherwise indicated by the context, “TECO Energy” means the holding company, TECO Energy, Inc., and its
subsidiaries, and references to individual subsidiaries of TECO Energy, Inc. refer to that company and its respective subsidiaries.
TECO Energy’s business segments, and revenues for those segments for the years indicated, are identified below.

Tampa Electric Company, a Florida corporation and TECO Energy’s largest subsidiary, has two business segments. Its
‘Tampa Electric division (Tampa Electric) provides retail electric service to almost 667,000 customers in West Central Flarida
with a net winter system genersting capability of 4,719 megawatts (MW). Peoples Gas System (PGS), the gas division of Tampa
Electric Company, is engaged in the purchase, distribution and sale of natural gas for residential, commercial, industrial and
dmmwmmmwmtmmwmmmmmmommsmmmmsmn_m

arcas. Annual natural gas throughput (the amount of gas delivered to its customers, including transportation-only
service) in 2009 was 1.4 billion therms.

TECO Coal Corporation (TECO Coal), a Kentucky corporation, has 13 subsidiaries located in Eastern Kentucky,
Tennessee and Virginia, These entitics own mineral rights, own or operate surface and underground mines and own interests in

coal processing and loading facilities.

TECO Guatemals, Inc. (TECO Guatemals), « Florida corporation, owns equity investments in unconsolidated subsidiaries
that participate in two contracted power plants and an interest in Distribuéion Eléctrica Centro Americana 11, S.A. (DECA II),
which has an ownership interest in Guatemala®s largest distribution utility, Empresa Eléctrica de Guatemala, S.A. (EEGSA) and
other affiliated energy-related companies.

TECO Transport Corporation (TECO Trassport), a Florida corporation, was sold on Dec. 4, 2007. During 2007, it owned
no operating assets but owned all of the common stock of, or membership interests in, nine subsidigries which provided waterborne
transpostation, storage and transfer services of coal and other dry-bulk commodities.

Revenues from Continuing Operations
(millions) 2000 2008 2007
TAIIDR BIECtTIC . .0 v e vt vverrirnneeeecaennssanssenesscosonssonscsnsesssansonsennnns $2,1948 $2,091.2 $2.1884
€ 470.8 6884 599.7
Total regulated BUSIIESSEE .. .. .oiiiineiiintieieeereancrecoorsnosscensanes 26656 27796 2.788.1
TECOCoal......... evrraaiaenns rereras vt rsaerareersreteraraassrrarserarreans 653.0 5884 544.5
TECOGuMemBIa (1) . . .. .. iiiiitininnaressasrsecnnnsansosronsonnnsovennaons 83 84 80
TECOTeansport . ..........c.......... e e _ — 2903
' 3,3269 33764 36309
Otherand eliminmtions .. .. . ... i ittt iietocirncacressarenrrorassteanarrrsnnns (164) (1.1) {94.8)
Total revenues from conINUIng OPETBHONS . ... ....cvveiviieereneennesnncananns ... $33105 83,3753 $3.536.1
L. OSSR RNER——

(1) Revenues wre exclusive of entities deconsolidated as » result of accounting standards snd inciude only revenues for the consolidated Custemainn entities.

1
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TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED: SEPTEMBER 3, 2010

For additional financial information regarding TECO Energy’s significant business segments including geographic areas, see
Nmuwmmcoewxycmmmsmm Also, see Note 19 for additional information regarding the
deconsolidation of Guatemals subsidiaries.

Discontinned Operations/Asset Dispositions

TECO Energy’s results for 2007 include amounts related to asset dispositions as part of the company’s business strategy to
focus on the electric and gas utilities, eliminate exposure to the merchant power sector and retire parent debt.

In the fourth quarter of 2007, TECO Energy completed its sale of TECO Transport to an unaffilinted investment group. As a
result of its continuing involvement via & waterborne transportation coatract with Tampa Electric, all results through the date of
sale were accounted for in continuing operations. In the second quarter of 2007, a favorable conclusion was reached with taxing
suthorities regarding the 2005 disposition of Union and Gila merchant power plants. This resulted in after-tax net income of $14.3
million reflected in discontinned operations.

TAMPA ELECTRIC—Electric Operations

Tampa Electric Company was incorporated in Florida in 1899 and was reincorporated in 1949, Tampa Electric Company is a
public utility operating within the state of Florida. Its Tampa Electric division is engaged in the generation, purchase, transmission,
distribution and sale of electric energy. The retail territory served comprises an area of about 2,000 square miles in West Central
Florida, including Hillsborough County and parts of Polk, Pasco and Pinellas Counties, with an estimated population of over one
million. The principal communities served are Tampa, Winter Haven, Plant City and Dade City. In addition, Tampa Electric
engages in wholesale sales to utilities and other resellers of electricity. It has three clectric generating stations in or nesr Tampa,
one electric generating station in southwestern Polk County, Florida and one electric generating station in long-term reserve
standby located near Sebring, a city in Highlands County in South Central Florida.

Tampa Electric had 2,324 employees as of Dec. 31, 2009, of which 898 were represented by the International Brotherhood of
Electrical Workers and 209 were represented by the Office and Professional Employees International Union.

In 2009, approximately 49% of Tampa Electric’s total operating revenue was derived from residential sales, 31% from
commercial sales, 9% from industrial sales and 11% from other sales, including bulk power sales for resale. The sources of
operating revenoe and megawatt hour sales for the years indicated were as follows:

e
"
eSOl .. ... ... iinienniinireeteessseanenessanssonrassssseonrsernennnnssnns $1,0824 § 981.7 $10179
ComIDETCiRl ... . . iiiiiirriiiiiiiietreerrttaranenatasaceaentttannentnartraennas 689.1 639.0 653.6
i 81.2 66.1 730
............................................................ § X X
Industrial—ORBer . ... i ittt ittt e aeiee st s et eneaaany 1110 111.2 118.2
Other retsil sales of i 2043 185.7 1784
SOOI Y .. oot it i i eet i sae et arars b eo s rann X
Totalretail ...... teeaes S retnererenunan eteeaeittet it rta st ratertatatetannnarensn 21680 19837 20411
Ty g T 424 ®8.7 69.0
L (15.6) 378 78.3
Total i 091.2 1884
OPCTRURG PEVERNBES . ... .vvvrvncatvssesrononstsenstsesnntsancasasnsoscnass $2,194.8
A
Residential
..................................................................... 8,667 8,546 8,871
COMMIETCIA] . ...t iiiiineirnnrraesscaensnacansnssssasscsosecenonnvasssrnncecnss 6274 6,399 6,542
IndustriAl ... . ...ttt it r i car e atr et eraebseenrnrnn 1,995 2,205 2,366
Other retail sales of electrici 1,839 1 1,754
P o B840 N
Total retail 18,77, 1 9,533
..... 8,775 8990 195
Sales fOr Pl ... ..t iiii i st e re e aarue bttt atennentenen 440 884 905
Totalenergy 80ld ... ...ietiiiiiinnncesssssnrnssonssnnsnnssssasssnencennnsen 19215 19874 20438
E— R S

No significant part of Tarape Electric’s business is dependent upon & single or limited number of customers where the loss of
any one or more would have a significant adverse effect on Tampa Electric. Tampa Electric’s business is not highly scasonal, but
winter peak loads are experienced due to electric space heating, fewer daylight bours and colder temperatures and summer peak
loads are experienced due to the use of air conditioning and other cooling equipment.

2
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TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED: SEPTEMBER 3, 2010

Regulation
‘The retail operations of Tampa Electric are regulated by the Florida Public Service Commission (FPSC), which bas
jurisdiction over retail rates, quality of service and reliability, issuances of securities, planning, siting and construction of facilities,

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

The costs of owning, operating and maintaining the utility system, other than fuel, purchased power, conservation and certain
environmental costs, are recovered through base rates. These costs include operation and maintenance expenses, depreciation and
taxes, as well as a return on Tampa Electric’s investment in assets used and useful in providing clectric service (rate base). The rate
of return on rate base, which is intended to approximate Tampa Electric’s weighted cost of capital, primarily includes its costs for
debt, deferred income taxes at a zero cost rate and an allowed return on common equity. Base rates are determined in FPSC rate
setting hearings which occur at irregular intervais at the initiative of Tampa Electric, the FPSC or other parties.

Tampa Electric’s rates and allowed retum on equity (ROE) range of 10.25% to 12.25%, with a midpoint of 11.25%, are in
effect until such time as changes are occasioned by an agreement approved by the FPSC ar other FPSC actions as a result of rate or
other proceedings initisted by Tampa Electric, FPSC staff or other interested parties. These values were set by the FPSC in March
2009 as part of Tampa Electric’s base rate proceeding filed in August 2008,

Prior to August 2008, Tampa Electric had not sought a base rate increase since 1992. As a result of lower customer growth,
bwumnh;mmmgmbwhofupialinmhmpummw 13-month average regulatory ROE was
8.7% at the end of 2008,

Recognizing the significant decline in ROE, Tampa Electric filed for a $228.2 million base rate increase in August 2008, The
filing incinded a request for an ROE mid-point of 12%, 54.0% equity in the capital structure and rate base of $3.7 billion. The
formal hearing before the FPSC was held in late January 2009 and in March 2009, the FPSC approved a total base rate incresse of
$137.8 million, $104.3 million effective May 2009 and an additional $33.5 million, subject to audit of actual final cost, actual in
service dates, need and prudency, effective January 2640 associated with Tampa Electric's completion of five combustion turbine
(CT) generation units and new rail facilities by Dec. 31, 2009. Motions for reconsideration of the FPSC's decision were filed by
Tm%ﬂnc(ﬁuﬂgmhmmmm)mwm(wmmmdmwmmdm
increase in January 2010). In July 2009, the FPSC approved Tampa Electric’s motion and denied the intervenors’ motion for
reconsideration, which increased the approved base rate increase to $147.7 million. Due to the FPSC's denial of the intervenors’
motion for reconsideration, they have notified the FPSC of their intent to file an appeal with the Florids Supreme Court.

In October 2009, Tampa Electric filed its petition supporting the cost and in service operation of the CTs and rail facilities, the
continuing need for the CT's and requesting the proposed rates become effective January 2010 as authorized by the FPSC. The
FPSC determined, based in part on its staff sudit of the actual costs of the CTs, that the January base rate change should be reduced
by $8.4 million to $25.7 million, subject to refund. An evidentiary hearing will be beld during 2010 regarding the need for the CTs,
the appropriate amount to be recovered and the resulting rates. The intervenor's appeal to the Florida Supreme Court is
independent of the FPSC hearing. The intervenors are expected to file their initinl appeliste brief with the Florida Supreme Court in
February 2010. A decision date in that case is uncertain.

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

In November 2008, the FPSC spproved Tampa Electric’s originally requested 2009 foel rates. The rates included the costs for
natural gas and coal expected in 2009, and the recovery of fuel and purchased power expenses, which were not collected in 2008.
In March 2009, Tampa Electric filed a mid-course correction with the FPSC to adjust its projected 2009 fuel and purchased power
mmnﬂmd&&e&emmﬂyﬁdmmymﬂw The revised forecast reduced foel and purchased power
costs by $191 million for 2009, which when combined with $35 million over recovery in late 2008, mnlﬁedinszmmﬂhmlower

projected fuel and purchased power cost (coincident with the base rate adjustments made as a result of the base rate
MwmwmammmMMWMMAmefadnﬁmlmm
bhours used each moath. Tampa Electric’s residential customer rate per 1,000 kilowatt-hours decreased $1.94 from $114.67 in
August of 2009 to $112.73 in 2010,

In November 2009, the FPSC approved cost recovery rates for fuel and purchased power, capacity, environmental and
conservation costs for the period January through December 2010. The rates include the expected cost for natursl gas and coal in
2010 »s well as the solid fuel transportation costs associated with the company's transportation agreements, the net over recovery
of fuel, purchased power and capacity clause expenses, which were collected in 2009 following the March adjustment, and the
operating cost for and a return on the capital invested in the fourth SCR project to enter service at the Big Bend Power Station as
well as the operation and maintenance expense associsted with the projects.

3
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The FPSC determined that it was appropriste for Tampa Electric to recover selective catalytic reduction (SCR) operating costs
through the environmental cost recovery clause (BCRC) as well as earn a return on its SCR investment installed on the Big Bend
coal fired units for NO, control in compliance with the environmental consent decree, The SCR for Big Bend Unit 4 was reported
inaemceliyZOO’l the SCR for Big Bend Unit 3 was reported in service in June 2008, the SCR for Big Bend Unit 2 was
repmtedhmhmmmmmmmMmpmwmmmmm&BmMUm13
scheduled to enter service by May 1, 2010, and cost recovery for the capital investment and operating costs for that unit has been
approved by the FPSC to start in 2010.

Tamﬂmku@nnﬁwmmmwuwwkmmmm@mmm
purchases, relisbility

Electric was conducted Nov. 9-13, 2009 by the Florida Reliability Coordinating Council (FRCC). FRCC is a Regional Entity
operating under a Delegation Agreement spproved by the Nosth American Electric Reliability Coeporation (NERC) and FERC.
The FRCC audit assessed compliance with the NERC Critical Infrastructure Protection (CIP) or cyber standards. The FRCC
Compliance Staff concluded that Tampa Electric was fully compliant with 12 of the 13 NERC CIP requirements subject to the spot

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

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

Transactions between Tampa Electric and its affiliates are subject to regulation by the FPSC and FERC, and any charges
MwmwmmyuMMhWMTmMc’smﬂdeMM
respectively.

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-
geoeration available to larger users of electric energy. Such users may seck to expand their aiternatives through various initiatives,
inchuding legislative and/or regulatory changes that would permit competition at the retail level. Tampa Electric intends to retain
and expand its retail business by managing costs and providing high quality service to retail customers.

Presently there is competition in Florida’s wholesale power markets, largely as a result of the Energy Policy Act of 1992 and
related faderal initintives. However, the state’s Power Plant Siting Act, which sets the state’s electric energy and environmental
policy and governs the building of new generation involving steam capacity of 75 megawaits or mare, requires that spplicants
demonstrate that a plant is needed prior to receiving construction and operating permits.

FPSC rules require Investor Owned Utilities (IOUs) to issue Request for Proposals (RFPs) prior to filing a petition for
Determination of Need for construction of a power plant with a steam cycle greater than 75 megawatts. These rules provide a
mechanizm for expedited dispute resolution, aliow bidders to submit new bids whenever the IOU revises its cost estimates for its
self-build option, require IQUs to disclose the methodology and critesia to be used to evaluate the bids, and provide more stringent
standards for the IOUs to recover cost overruns in the event the self-build option is deemed the most cost-effective.

Foel

Approximately 55% of Tarapa Electric's generation of electricity for 2009 was coal-fired, with natural gas representing
approximately 45% and oil represeating less than 1%. Tampa Electric used its generating units to meet approximately 91% of the
total systemn load requirements, with the remaining 9% coming from purchased power. Tampa Electric’s average delivered fuel
costperuﬁ!lionl!riﬁnhﬂmndwit@)andamxeﬂeﬁvaedmwmofmﬂ&nm&h&vemafolm:

Avarage cost per ssillion Bin 2009 2008 2007 2006 2008

L Cerreeesrieaaerinanaas $305 $291 $257 $249 $225
Oil .......covvvinnintn, Creeniiaraetacsenertaanaanen Cererenrestaeense $1601 $2048 $13.87 $13.39 $10.16
Gas (NMUFRE) . ... oo iiniinii it ittt eii i st ranetsrstnessnncensans $ 800 $1061 $9352 $961 $ 937

............ Ceeterrracteraeetrrenanetasnesirerassiaseesness $ 502 $556 $505 $475 $479
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Tampa Electric’s generating stations burn fuels as follows: Bayside, with units 3 through 6 eatering commercial operation in
2009, burns natural gas; Big Bend Station, which has sulfur dioxide scrubber capabilities, burns a combination of high-sulfur coal,
a processed oil by-product known as petroleum coke and CT4 which entered commercial operation in August 2009 burns No. 2
fuel oil and natural gas; Polk Unit 1 burns a blend of Jow-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, which burned residual fuel oil and was
placed on long-term standby in September 2009.

Coal. Tampa Electric burned approximately 4.2 million tons of coal and petroleum coke during 2009 and estimates that its
combined coal and petroleum coke consumption will be about 4.7 million tons for 2010. During 2009, Tampa Electric purchased
approximately 67% of its coal under long-term contracts with four suppliers, and approximately 33% of its coal and petroleum
coke in the spot market. Tampa Electric attempts to maintain a portfolio of 60% long-term versus 40% spot contracts, but market
conditions, actual deliveries and unit performance can change this portfolio on a year-by-year basis. Tampa Electric expects to
obtain approximately 79% of its coal and petroleum coke requirements in 2010 under long-term contracts with four suppliers and
the remaining 21 % in the spot market.

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

In 2009, approximately 77% of Tampa Electric’s coal supply was deep-mined, approximately 14% was surface-mined and the
remaining was 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 cannot predict, however, the effect of any future mining laws and
regulations.

Natural Gas. As of Dec. 31, 2009, approximately 48% of Tampa Electric’s 850,000 MMBtu gas storage capacity was full.
Tampa Electric has contracted for 60% of the expected gas needs for the April 2010 through September 2010 period, 50% for
October 2010 and 20% for November 2010 through March 2011. In early March 2010 Tampa Electric expects to issue a RFP and
contract for additional gas to meet its generation requirements for these time periods. Additional volume requirements in excess of
projected gas needs are purchased on the short-term spot market.

OlL. Tampa Electric has agreements in place to purchase low sulfur No. 2 oil for its Big Bend and Polk power stations. Al of
these agreements have prices that are based on spot indices.

Franchises and Other Rights

Tampa Electric holds franchises and other rights that, together with its charter powers, govern the placement of Tampa
Electric’s facilities on the public rights-of-way as it carries on its retail business in the localities it serves. The franchises specify
the negotiated terms and conditions governing Tampa Electric’s use of public rights-of-way and other public property within the
municipalities it serves during the term of the franchise agreement, and are irrevocable and not subject to amendment without the
consent of Tampa Electric (except to the extent certain city ordinances relating to permitting and like matters are modified from
time to time), aithough, in certain events, they are subject to forfeiture.

Florida municipalities are prohibited from granting any franchise for a term exceeding 30 years. Temple Terrace reserved the
right to purchase Tampa Electric’s propesty used in the exercise of its franchise if the franchise is not renewed. In the absence of
such right to purchase, based on judicial precedent, if the franchise agreement is not renewed Tampa Electric would be able to
continue to use public rights-of-way within the municipality, 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 through November 2039.

Franchise fees payable by Tampa Electric, which totaled $39.4 million in 2009, 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 Hilisborough County, Pinellas County and Polk County agreements. The agreement
covering electric operations in Pasco County expires in 2023,
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Environmental Matters

Ammgomwmmm.TmpaMchmnnumhudmiﬁthmymumsm&memmmmbym
Clean Air Act and material Clean Water Act implications. Tampa Electric has undertaken major steps to dramatically reduce its air
emissions through a series of actions, including technology selection (e.g., IntepdemﬂcmCombamd—Cycle(lGCC)md
conversion of coal-fired units to natural-gas fired combined cycle); implementing a responsible fuel mix taking into account price
and reliability effects on its customers; asubmaﬁnlupmlexpend:mpmmmnddBwAvmathonmlTechmlogy
{BACT) emissions controls; implementation of additional controls to accomplish earlier reductions of certain emissions allowing
for lower emission rates when BACT was ultimately instalied; and enhanced controls and monitoring systems for certain
poliutants. All of these improvements represent an investment in excess of $2 billion since 1994,

These actions have allowed Tampa Electric to maintain a diverse fuel supply, essential to power generation reliability snd
customer economic vitality; while at the same time, achicve significant air pollutant emission reductions, including carbon dioxide.

Consent Decree

Tampa Electric, through voluntary negotiations with the Environmental Protection Agency (EPA), the U.S. Department of
Justice (DOJ) and the FDEP, signed a Consent Decree, which became effective Feb. 29, 2000, and a Consent Final udgmt,
which became effective Dec. 6, 1999, as settiement of federal and state litigation. Pursnant to these agreements,
mmdNewSmemmudhmmmwmmmmwmbhmmmmh
&@mmwrmmmmmmawemmmmymm

ts power plants.

The emission reduction requirements included specific detail with respect to the availability of flue gas desulfurization
systems (scrubbers) to belp reduce SO,, projects for NO, reduction on Big Bend Units 1 through 4, and the repowering of the coal-
fired Gannon Power Station to natural gas, which was renamed the H. L. Culbreath Bayside Power Station (Bayside Power
Station), in 2003 and 2004, Upmcmpleﬁmofﬁ»mmmmemmmwnabwl,&nmm(mnd)of
natural gas-fueled, combined-cycle electric generation. The repowering has reduced the facility’s NO, and SO, emissions by

99% and particulate matter (PM) emissions by approximately 92% from 1998 levels.

In 2004, Tampa Electric made its NO, reduction technology selection and decided to install SCR systems for NO, control on
the coal-fired Big Bend units, The first three units at Big Bend Power Station were reported in service in May 2007, June 2008 and
May 2009, respectively. The remaining unit, Big Bend Unit 1, is expected to be in service in May 2010, Tampa Electric's capital
iuvesm;aafoteastindudesmoumhMlOfmmpleﬁmddnﬁnﬂNO.oonmlpmjaﬂ(neemeClplthm

The FPSC has determined that it is appropriate for Tampa Electric to recover the operating costs of and eamn a return on the
investment in the SCRs to be installed on all four of the units at the Big Bend Power Station and pre-SCR projects on Big Bend
Units 1-3 (which are early plant improvements to reduce NO, emissions prior to installing the SCRs) through the ECRC (see the
Regulation section). Cost recovery for the SCRs began in each of the years that the units entered service, Big Bend Unit 4 in 2007,
Big Bend Unit 3 in 2008 and Big Bend Unit 2 in 2009. In November 2009, the FPSC approved cost recovery for the capital
investment on the Big Bead Unit 1 SCR to start in 2010.

In November 2007, Tamps Electric entered into an agreement with the EPA and DOJ for a Second Amendment to the Consent
Decree. The Second Amendment: 1) establishes a 0.12 WMMBtu NO, hmhmaSO—daymﬂxngnwforBsgBendUniml
thmugha which is lower than the original Consent Decree that had a provision for a limit as high as 0.15 IWMMBtu

condinons.2)MfmﬁeuhofNO.aﬂwmumdnnmﬂtofmg&emmhmﬁgmhoﬁhCm
Decree; and 3) calls for Tampa Electric to install a second PM Continuous Emissions Monitoring System and potentially replace
the originally instatled system if the new system is successful.

Emission Reductions

Projects committed to under the Consent Decree and Consent Final Judgment have resulted in significant reductions in
emissions. Since 1998, Tampa Electric has reduced annual SO;, NO, snd PM emissions from its facilities by 154,000 tons, 57,000
tons, and 4,000 tons, respectively.

Reductions in SO, emissions were accomplished through the installation of scrubber systems on Big Bend Units 1 and 2 in
1999. Big Bend Unit 4 was originally constructed with a scrubber. The Big Bend Unit 4 scrubber system was modified in 1994 to
allow it to acrub emissions from Big Bend Unit 3 as well. Currently the scrubbers at Big Bend Power Station remove more than
95% of the SO, emissions from the flue gas streams.
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The repowering of the Gannon Station to the Bayside Power Station has resuited in a significant reduction in emissions of all
pollutant types. We expect that Tampa Electric’s actions to install NO, emissions controls on all Big Bend units will result in the
further reduction of emissions and that by the expected completion of the final unit in 2010, the SCR projects will result in a total
phased reduction of NO, by 62,000 tons per year from 1998 levels.

In total, we expect that Tampa Electric’s emission reduction initiatives will result in the annual reduction of SO, NO, and PM
emissions by 88%, 90% and 71%, respectively, below 1998 levels by 2010, With these siate-of-the-art improvements in piace,

Tmpamam s activities have helped to significantly enhance the quality of the air in the community. As a result of already
completed emission reduction actions, Tampa Electric has achieved the emission reduction levels calied for in Phase I of the Clean

Air Interstate Rule (CAIR). Inlulyzoos.theUS Court of Appeals for the District of Columbia Circuit vacated CAIR on
emissions of SO, and NO,. The federal appeals court reinstated CAIR in December 2008 as an interim solution. The EPA is
continuing to work on & replacement rule that is expected to be proposed in 2010 and finalized in 2011. Until a new rule is
proposed CAIR will remain intact.

A pollution control beaefit from the environmental initimtives taken by Tampa Electric is the significant reduction of mercury
emissions. At Bayside Power Station, mercury emissions have decreased by 99% from 1998 levels, essentially resulting in zero
mercury emissions. Additional mercury reductions come from the instaliation of NO, controls at Big Bend Power Station, which
are expected to lead to & reduction of mercury emissions of more than 75% from 1998 levels by 2010. The Clean Air Mercury Rule
(CAMR) Phase I requirements were scheduled for implementation in 2010. CAMR was vacated by the U.S. Court of Appeals for
the District of Columbia Circuit on Feb. 8, 2008, Prior to the court’s decision Tampa Electric expected that it would have been in
compliance with CAMR Phase ] without additional capital investment. The EPA is expected to propose new or modified rules to
address mercury and other hazardous air poliutants by late 2011.

In 2007 the EPA maodified the 24-hour coarse and fine PM ambient air standards. Based on the reduced emissions of PM,
sulfates and nitrates resulting from projects associated with compliance with the Consent Decree, as well as local ambient air
quality data, the Tampa Electric service area is expected to be in compliance with the proposed new PM standards without
sdditional expenditures by Tampa Electric. (See the Environmental Compliance section of MD&A.)

On Sep. 16, 2009, the EPA announced it would reconsider its 2008 decision setting national standards for ground-level ozone.
The EPA is reconsidering the standards to ensure they are grounded in science, protect public health with an adequate margin of
safety, and are sufficient to protect the environmeat. Much of Tampa Electric’s service territory is not expected to meet the curvent
ground-level ozone standards and will most likely be deemed non-antainment.

Superfund and Former Mamfactured Gas Plant Sites

‘Tampa Electric Company, through its Tampa Electric and PGS divisions, is a poteatially respousible party (PRP) for certain
superfund sites and, through its PGS division, for certain former manufactured gas plm:ita.Whﬂethejoim-ndsevsalliabihty
mmdwﬂh&mmmudwpmnﬂfumﬁuntmmudbec 31, 2009, Tampa Electric Company has
estimated its uitimate financial lisbility to be approximately $19.9 million (primarily related to PGS), and this amount has been
reflected in the company's financial statements. This amount is higher than prior estimates to reflect a 2009 study for the costs of
remediation primarily related to one site. The environmental remediation costs associated with these sites, which arc expected to be
paid over many year, are not expected to have a significant impact on customer prices. The amounts represent only the estimated
portion of the cleanup costs attributable to Tampa Electric Company. The estimates to pexform 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 ageacies. The estimates are made in current dollars, are not
discounted and do not assume any insurance recoveries.

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

Factors that could impact these estimates include the ability of other PRPs to pay their pro rata portion of the clesnup costs,
additional testing and investigation which could expand the scope of the cleanup activities, additional liability that might arise from
the cleanup activities themselves or changes in laws or regulations that could require additional remediation. Under current
regulation, these additional costs would be eligible for recovery through customer rates.

Capital Expenditures
Tampa Electric’s 2009 capital expenditures included $53 million for the installation of SCR equipment at the coal-fired Big
Bend Power Station, and $4 million for other environmental compliance projects.

PEOPLES GAS SYSTEM—Gas Operations
PGS operates as the Peoples Gas System division of Tampa Electric Company. PGS is engaged in the purchase, distribution
and sale of natural gas for residential, commercial, industrial and electric power gencration customers in the State of Florida.
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Gas is delivered to the PGS system through three interstate pipelines. PGS does not engage in the exploration for or
production of natural gas. PGS operates a natural gas distribution system that serves more than 334,000 customers. The system
includes approximately 11,000 miles of mains and 6,500 miles of service lines. (See PGS’ Franchises section below.)

In 2009, the total throughput for PGS was 1.4 billion therms. Of this total throughput, 9% was gas purchased and resold to
retail customers by PGS, 72% was third-party supplied gss that was delivered for retail transportation-only customers, and 19%
was gas sold off-system. Industrial and power generation customers consumed approximately 50% of PGS’ annual therm volume,
coramercial customers used approximately 26%, and the balance was consumed by residential customers.

‘While the residential market represents only a small percentage of total therm volume, residential operations comprised
almost 3 1% of total revenues.
Natural gas has historically been used in many traditional industrial and commercial operstions throughout Florids, including
ion of products such as steel, glass, ceramic tile and food products. Within the PGS operating temritory, large cogeneration
facilities wilize gas-fired technology in the production of electric power and steam.

Revenues and therms for PGS for the years ended Dec. 31, are as follows:

Ravennes Thormz

m 2009 2008 2007 2009 2008 2007
Residential .............cooiviiiiiiiiiinnnans Cererr it $143.4 31505 $140.2 73.5 744 70.1
Commercial .............ovivnuns ceeereraans R erieeeses 1422 1556 1584 3817 3759 3709
Industrial ................... e eaeareabavatrereraaasasanaina 1258 3257 2424 4487 5133 4902
Power genermhion ... ....cvvvvvrvrnienisnnesrceocnsncnnossenans 10.0 12.7 146 5383 4356 4717
Otherrevenues ................. Crererenaae N 40.6 36.5 374 — o —
B X PPN $4620 S681.0 $593.0 1,4422 14192 14029

—— ——— b

PﬁsmsmamploywssefDec 31, 2009. A total of 79 employees in six of PGS" 14 operating divisions are represented by
various union organizations.

Regulation

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

The basic costs of providing natural gas service, other than the costs of purchased gas and interstate pipeline capacity, are
recovered through base rates. Base rates are designed to recover the costs of owning, operating and maintaining the utility system.
ThcmofmmmbmwhichkhmdadwwomeGS’weishwdoouofmul.pnnunlymcludesitsmfordebt.
deferred income taxes at a zero cost rate, and an allowed return on common equity. Base rates are determined in FPSC proceedings
which occur at irregular intervals st the initiative of PGS, the FPSC or other parties. For a description of recent proceeding activity,
see the Regulation--PGS Rates section of MD&A.

On May 5, 2009, the FPSC approved a base rate increase of $19.2 million that became effective on Jun. 18, 2009, and reflects
a return on equity of 10.75%, which is the middle of a range between 9.75% and 11.75%. The allowed equity in capital structure is
54.7% from all investor sources of capital on an allowed rate base of $560.8 million.

PGS recovers the costs it pays for gas supply and interstate transportation for system supply through the purchased gas
adjustment (PGA) clause. This charge is designed to recover the costs incutred by PGS for purchased gas, and for holding and
using interstate pipeline capacity for the transportation of gas it delivers to its customers. These charges may be adjusted moathly
based on a cap approved annually in an FPSC hearing. The cap is based on estimated costs of purchased gas and pipeline capacity,
and estimated customer usage for a specific recovery period, with a true-up adjustment to reflect the variance of actual costs and
usage from the projected charges for prior periods. In November 2009, the FPSC approved rates under PGS® PGA for the period
January 2010 through December 2010 for the recovery of the costs of natural gas purchased for its distribution costomers,

In addition to its base rates and purchased gas adjustment clause charges, PGS customers (excopt interruptible customers) also
yawmmwuphmmmwgeuwmmmsmmmmmm
and implementing energy conservation programs, which are mandated by Florida law and approved and supervised by the FPSC.
PGS is permitied to recover, on a dollar-for-dollar basis, prudently incurred expenditures made in connection with these programs
if it demonstrates that the programs are cost effective for its ratepayers. The FPSC requires natural gas utilities to offer
transportation-only service to all non-residential customers.
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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, mmmmcmmmumubymgm
Minimum Federal Sefety Standards and reporting requirements for pipeline facilities and transportation of gus 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 water quality, land use,

Competition

Although PGS is not in direct competition with any other regulated distributors of natural gas for customers within its service
areas, there are other forms of competition. At the present time, the principal form of competition for residential and small
commercial customers is from companies providing other sources of energy, including electricity, propane and fuel oil. PGS has
Mmmwmmmwwmmmmlmmmmmmmw
service to customers.

In Florida, gas service is unbundled for all non-residential customers. PGS has a “NaturalChoice™ program, offering
unbundied transportation service to all eligible customers and allowing non-residential customers to purchase commodity gas from
a third party but continue to pay PGS for the transportation. As a result, PGS receives its base rate for distribution regardiess of
whether a customer decides to opt for transportation-only service or continue bundled service. PGS had approximately 15,250
transpartation-only customers as of Dec. 31, 2009 out of approximately 31,400 eligible customers.

Competition is most prevalent in the lsrge commercial and industrial markets. In recent years, these classes of customers have
MWWWMgNﬂmMWWwmemMMbePGS
facilities. In response to this competition, PGS has developed various programs, including the provision of transportation-only
services at discounted rates.

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 capecity for delivery by PGS
to its customers.

Gas is delivered by Fiorida Gas Transmission Company (FGT) through 59 interconnections (gate stations) serving PGS’
operating divisions. In addition, PGS’ Jacksonville Division receives gas delivered by the South Georgia Natural Gas Company
pipeline through two gate stations located northwest of Jacksonville. Guifstream Natural Gas Pipeline provides delivery through
seven gate stations.

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

Firm transportation rights on an interstate pipeline represent a right to use the amount of the capacity reserved for
transpostation of gas on any given day. PGS pays reservation charges on the full amount of the reserved capacity whether or not it
actually uses such capacity on any given day, When the capacity is actually used, PGS pays a volumetrically-based usage charge
for the amount of the capacity actually used. The levels of the reservation and usage charges are regulated by FERC. PGS actively
markets any excess capacity available on a dgy-to-day basis to partially offset costs recovered through the PGA clause.

purchases. Pricing generally takes the form of either a variable price based on published indices or a fixed price for the contract
term.

Neither PGS nor any of the interconnectexi interstate pipelines have starage 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 necessary that
PGS interrapt or curtail deliveries to its interruptible customers. In general, the Inrgest of PGS’ industrial customers are in the
categories that sre first curtailed in such simations. PGS’ tariff and transportation agreements with these customers give PGS the
right to divest 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.
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Franchises

PGS holds franchise and other rights with approximately 100 municipalities throughout Florida. These franchises give PGS a
right to occupy municipal rights-of-way within the franchise area. The franchises are irrevocable and are not subject to amendment

m&omtbemsﬂof?ﬁ&ahhwghhmem,&eymmwwfufm

Municipalities are prohibited from granting any franchise for a texm exceeding 30 years. Several franchises contain purchase
options with respect to the purchase of PGS’ property located in the franchise ares, if the franchise is not renewed; otherwise,
MmMMMSk&mkwbmmmmnmwmmwwwu

PGS’ franchise agreements with the incorporated municipelities within its service area have various expiration dates ranging
from the present through 2038. PGS expects to negotiate 14 franchises in 2010, the majority of which will be renewals of existing
agreements. Franchise fees payable by PGS, which totaled $9.5 million in 2009, are cakulated using various formulas which are
based principaily 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.

Environmental Matters

PGS’ operations are subject to federal, state and local statutes, rules and regulations relating to the discharge of materials into
the eavircnment 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 centain superfund sites and, through PGS, for
former manufactured gas plant sites. Sce the previons discussion in the Environments! Matters section of Tampa Electric-—
Electric Operations.

Capital Expenditures
During the year ended Dec. 31, 2009, PGS did not incur any material capital expenditures to meet environmental
requirements, nor are any anticipated for 2010 through 2014,

TECO COAL
Overview

TECO Coal, with offices located in Corbin, Kentucky, through its subsidiaries operates surface and underground mines as
well as coal processing facilities in eastern Kentucky, Tennessee and southwestern Virginia.

TECO Coal owns no operating assets but holds all of the common stock of Gatliff Coal Company, Rich Mountain Coal
Company, Clintwood Elkhorn Mining Company, Pike Letcher Land Company, Premier Elkhom Coal Company, Perry County
Coal Corporation, Bear Branch Coal Company, and all of the membership interests in TECO Synfuel Administration, LLC and
'mCOSynfualOputﬁuns LLC. The TECO Coal subsidiaries own or control, by lease, mineral rights, and own or operate surface

mines and coal processing and loading facilities. TECO Coal produces, processes and sells bituminous,
mymmmammwmmwmmowmmmmmm
continuous underground mining and dozer and front-end loader surface mining.

TECO Coal subsidiaries currently operate 27 underground mines, which employ the room snd pillar mining method, and 13
surface mines. In 2009, TECO Coal subsidiaries sold 8.75 million tons of coal. None of this coal was sold to Tampa Electric. For
rwmmgpmod.' the TECO Coal operating companics had a combined estimated 262.2 million tons of proven and probable

reserves.

History

In 1967, Cal-Glo Coal Company was formed. It mined a product containing Jow sulfur, low ash fusion characteristic and high
energy content. Realizing the potential for this product to meet its combustion, guality and environmental requirements, Tampa
Electric Company purchased Cal-Glo Coal Company in 1974. In 1982, after several years of continued growth and success, TECO
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Coal Corporation was formed and Cal-Glo Coal Company was renamed Gatliff Coal Company. Rich Mountain Coal Company was
established in 1987, when leases were signed for properties in Campbell County, Tennessee.

1988 saw a marketing change in which Gatliff Coal Company began selling ferro-silicon and silicon grade products. In
sddition, in that year properties were also acquired in Pike County, Kentucky and Clintwood Elkhorm Mining Company was
formed. Premier Elkhom Coal Company and Pike Letcher Land Company were formed in 1991, when additional property was
acquired in Pike and Letcher Counties, Kentucky.

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

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

TECO Synfuel Holdings, LL.C and TECO Synfuel Administration, LLC were formed in 2003 to administer the production and
sale of synfoel product at varions TECO Coal subsidisries. Synfuel operations were terminated at the end of 2007 when the tax
credit associated with production of non-conventional fuels expired by statute.

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

Mining Operations

TECO Coal currcatly has three mining complexes, all operating in Keatucky with a portion of Clintwood Elkhom Mining
Company operating in Virginis as well. A mining complex is defined as all mines that supply & single wash plant, except in the
case of Clintwood Elkhom Mining Company, which provides production for two active wash plants. Clintwood Elkhorn’s Millard
Plant is currently idle. These complexes blend, process and ship coal that is produced from ope or more mines, with a single
complex handling the coal production of as many as 15 individual underground or surface mines. TECO Coal uses two distinct
::xghmwm mmmmmmmm«mmmgmmmmw

mining.

The complexes have been developed st strategic locations in close proximity to the TECO Coal preparation plants and rail
shipping facilities. Coal is transported from TECO Coal’s mining complexes to customers by means of railroad cars, trucks, barges
or veasels, with rail shipments representing spproximately 93.2% of 2009 coal shipments. The map below shows the locations of
the three mining complexes and TECO Coal’s offices in Corbin, Kentucky.

11

22




TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED: SEPTEMBER 3, 2010

Facilities

Coal mined by the operating companies of TECO Coal is processed and shipped from facilities located at each of the
operating companies, with Clintwood Elkhorn Mining Company having three facilities. The Clintwood facilities are located at
Biggs, Kentucky, Hurley, Virginia and the Millard facility, which is presently idle, located at Millard, Kentucky. The equipment at
each facility is in good condition and regularly maintained by qualified personnel. Table 1 below is a summary of the TECO Coal
processing facilities:

PROCESSING FACILITIES SUMMARY

Tuble 1
RAILROAD

COMPANY FaClITY LOCATION SEvicE DTILITY SERVICE
Gatliff Coal Ada Tipple Himyar, KY CSXT Railroad  RECC
Clintwood Elkhom Clintwood #2 Plant  Biggs, KY Norfolk Southern  American Electric Power
Clintwood Elkhorn Clintwood #3 Plant Hurley, VA Notfolk Southern  American Electric Power
Clintwood Elkhorn Millard Plant Millerd, KY CSXT Railroad  American Electric Power
Premier Elkhom Burk Branch Plant  Myna, KY CSXT Railrond  American Electric Power
Perry County Coal Perry County Plamt  Hazard, KY CSXT Rsailrond  American Electric Power
Significant Projects

Significant projects for 2009 included the following:

Perry County Cosl

*  Added a fourth active mining section to mine B4-2 underground mine,

¢  Continued site development and began construction on the Second Creek Portals for mine E4-1 and mine E3-1
underground mines.

Premier Elkhorn Coal

*  Two company underground mines were closed due to depletion of reserves and market economics.

*  Started a new underground mine and began mining with highwall miner on a surface mine.

Clintwood Elkhorn Mining
*  Twosurface mines were closed due to market economics and a highwall miner was moved to an active surface mine.
*  Started two new underground mines and expect to open three additional underground mines early in 2010.

Mining Complexes
Table 2 below shows annual production for each mining complex for each of the last three years.

MINING COMPLEXES
Table 2
Your
‘Toms Produced Toms Sold
Gathiff Coal Company ........co0vvninvnenn BellComty, KY/Knox S DAL T 0.16 031 0.26 0.14 1974
County, KY/ Campbeil
Clintwood Elkhorn Mining ................. Pike County, KY/ U.S O™, DA, R. RV 202 2.60 266 212 1988
Buchanan County, VA HM, A
Premier Elkhom Coal.........oc0o0uieennes Pike County, KY/ U, S8 CM,DAL R, TR/ 322 319 318 340 1991
Letcher County, KY/ BB
Floyd Comty, KY
Perry County Coal .. c..vvvvcvnnrvnvnnnnsen Perry County KY/ U,S CM, DA, RTR/ 3.0% 3.09 3.05 3.09 2000
Leske County, K'Y/ HM B T8
Knott County, KY e -
TOTAL .. oiiiniirineinitnancnsanssscnnan 849 9.19 9.12 8.75
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Gatiitt Coal Company

Gatliff Coal Company discontinned surface mine operations in the late autumn of 2009. Poor market conditions and a
depletion of the low sulfur content coal that was previously required on its sales contract led to this cessation of mining operations.
Gatliff Coal Company produced 0.16 million tons of coal in 2009, leaving a reserve base of 3.4 million recoversblc tons of
predominantly low sulfur underground mineable coal which may later be recovered by Gatliff or by neighboring competing coal
companies for coal royalty considerations. RmhMomncwCompmyfuwlyopumduammfuﬂwiﬁ'Ccd
Company's Tennessee production, which is currently in non-producing reclamation

Clintwood Elkhorn Mining Company

Clintwood Elkhom Mining Compsny has three facilities. One is located near Biggs, Kentucky in Pike County and is supplied by
14 underground mines and two surface mines. Principal products at the Biggs, Kentucky Jocation include high volatile metallurgical
coals and steam coal. The second Clintwood Elkhom Mining Company facility is located near Hurley, Virginia and is supplied by two
underground mines and two surface mines. The Hurley, Virginia operstion facility also supplies high-volatile metatiurgical coal a5
well a3 steam coal products. Products from both locations are shipped domestically to customers in North America via Norfolk
Southern Corporation and vessels via the Great Lakes. International customers receive their products via occan vessels from Lamberts
Point, Virginia. The third facility, located at Millard, Kentucky in Pike County is currently idie. In total, Clintwood Elkhorn Mining
Company produced 2.02 million tons of coal in 2009, leaving a reserve base of 50.0 million recoverable tons.

Premier Elkhorn Coal Company

Located near Myra, in Pike County, Kentucky, Premier Elkhorn Coal Company is supplied by production from eight
underground mines and eight surface mines. Principel products include high-quality steam coal for utilities, specialty stoker
products for ferro-silicon and industrial customers, PCT and metallurgical coal for the steel mills, Facilities include a unit train
Joad-out with a 200 car siding capable of loading at 6,000 tons per hour as well as a single car siding. Products from this location
are shipped via CSXT Railroad and trucking contractors to destinations in North Americe and internationally. All production is
performed by Premier Elkhorn Coal Company even though Pike Letcher Land Compeny controls by fee and lease all of the
recoverable reserves. Premier Elkhom Coal Company produced 3.22 million tons of coal in 2009 leaving a reserve base of
72.8 million recoverable tons.

Perry County Coal Corporation

Located near Hazard, Kentucky in Perry County, Perry County Coal Corporation is supplied by three underground mines and
one surface mine. Principal products include high quality steam coal for utilities, industrial stoker and PCI products. Facilities
include an upgraded 1,350 ton per hour preparation plant and two unit train load-outs, each capabie of loading at 5,000 tons per
hour. Products from this location are shipped via CSXT Railroad and trucking contractors to destinations in both North America
and internationally. In 2009, Perry County Coal completed a comparable trade of underground reserves with another mining
company of 16.0 million tons. During 2010 this boundary of reserves will continue to be core drilled to confirm final reserve
quantities and qualities and to finalize a comprehensive mining plan. Perry County Coal Corporation produced 3.09 million tons of
coal in 2009. A baseline review of reserves for Perry County Coal Corporation proved an additional 4.2 million tons of reserves
which were previously unreported leaving a reserve base of 136.0 million recoverable tons.

Sales and Marketing

The TECO Coal marketing and sales force includes sales managers, distribution/transportation managers and administrative
personnel. Primary customers are utility, stecl and industrial companies. TECO Coal subsidiaries sell coal under long-term
w::mmwbwhmgmﬂymummnmm.Mw&mmm“mnyml2mna&s
or

The terms of these coal sales contracts result from bidding and extensive negotiations with customers, Consequently, these
contracts typically vary significantly in price, quantity, quality, hnahandmmnmmdmdﬁm&adbwfm
pmodicm:eviaws.pmendj\mm mechanisms, recovery of governmental impositions as well as provisions for force
majeure, suspenzion, termination, treatment of environmental legislation and assignment.
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Distribution

TECO Coal subsidiaries transport coal from their mining complexes to customers by rail, barge, vessel and trucks. They
mpbywmmwm’m%dmmmdevdopmofm shipping schedules with its customers,

Primary competitors of TECO Coal’s subsidiarics are other coal suppliers, many of which are located in Central Appalachia.
Even though consolidation and bankruptcy have decreased the number of coal suppliers, the industry is still intensely competitive.
Todue.meTBC()Coalsubudumhwebeenlbhmwmpmfacodndesbymmghwhthtymmd:pecmtym
including coals nsed for making coke and furnace injection, and by effectively managing production and processing costs.

Employees

As of Dec. 31, 2009, TECO Coal and its subsidiaries employed a total of 1,089 employees.
Reguiations

Mine Safety and Health

The operations of underground mines, including all related surface facilities, are subject to the Federal Coal Mine Safety and
Health Act of 1969, the 1977 Amendment and the new Miner Act of 2006. 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
it is in substantial compliance with the standards of the various enforcement agencies. It is unaware of any mining laws or
Wummymmmmdmmmwmmmmmmxmwmm
industry could lead to new legisiation that could impose additiona! costs on TECO Coal.

Biack Lung Legislation

Under the Black Lung Benefits Revenue Act of 1977 and the Black Lung Benefits Reform Act of 1977, as amended in 1981,
each coal mine operator must make payment of federal black lung benefits to claimants who are current and former employees,
certain survivors of a miner who dies from black lung disease, and to a trust fund for the payment of benefits and medical expenses
to claimants who last worked in the coal industry prior to Jul. 1, 1973, Historically, a small percentage of the miners currently
seeking federal black hing benefits are awarded these benefits by the federal government. The trust fund is funded by an excise tax
on coal production of up to $1.10 per ton for deep-mined coal and up to $0.55 per ton for surface-mined coal, neither amount to
exceed 4.4% of the gross sales price.

In 2000, the Department of Labor issued amendments to the regulations implementing the federal biack lung laws that, among
other things, established a presumption in favor of a claimant’s treating physician, limited a coal operator’s ability to introduce
medical evidence, and redefined Coal Workers Pneumoconiosis to include chronic obstructive pulmonary disease. These changes
in the regulations increased the percentage of claims approved and the overall cost of black lung to coal operators. TECO Coal,
with the help of its consulting actuaries, continues to monitor claims very closely.

Workers’ Compensation

The TECO Coal subsidiaries are ligble for workers’ compensation benefits for traumatic injury and occupational exposure
claims under state workers® compensation laws. Workers' compensation Iaws are administered by stats agencies with each state
having its own set of rules and regulations regarding compensation that is owed to an employee that is injured in the course of
employment.

Environmental Laws
Surface Mining Control and Reclamstion Act

Coal mining operations are subject to the Surface Mining Control and Reclamation Act of 1977 which places a charge of
$0.15 and $0.35 on every net ton of underground and surface coal mined, respectively, to cyeate a reserve for reclaiming land and
water adversely affocted 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
. "
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Clean Air Act/Clean Water Act

While conducting their mining operations, TECO Coal’s subsidiaries are subject to various federal, state and Jocal air and
water pollution standards. In 2009, TECO Coal spent approximately $3.7 million on eavironmental protection and reclamation
programs. TECO Coal expects to spend e similar amount in 2010 on these programs.

CERCLA (Superfund)

The Comprehensive Environmental Response, Compensation, and Lisbility Act (CERCLA) commoanly known as Superfund
affects coal mining and hard rock operations by creating liability for investigation and remediation in response to releases of
hazardous substances into the environment and for damages to natural resources. Under Superfund, joint and several liabilities may
be imposed on waste penerators, site owners or operators and others regardless of fault.

Under EPA's Toxic Release Inventory process, companies are required to report annually listed toxic materials that exceed
defined quantities.

Glossary of Selected Mining Terms
Assigned reserves. Coal which has been committed by the coal company to operating mine shafts, mining equipment, and
mmwwmmummwumymm

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

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

Central Appalachia. Coal producing states and regions of eastern Kentucky, eastern Tennessee, western Virginia and
southern West Virginia.

Coal seam. Coal deposits occur in layers. Each layer is called a “seam.”

Coal washing. The process of removing impurities, such as ash and sulfur based compounds, from coal.

Compliance coal, Coal , whea burmed, emits 1.2 pounds or less of sulfur dioxide per million Btu, which is equivalent to
.72% sulfur per pound of 12, Bmooal&mpﬁmaaluqmmmmmgwiﬂ:oﬂmcoﬁaawofmlfnrdmmm
technologies by generators of electricity to comply with the requirements of the federal Clean Air Act.

Continsous miner. A machine used in underground mining to cut coal from the seam and load it onto conveyors or into
shuttle cars in a continuous operation.

Continnous mining. One of two major underground mining methods now used in the United States. This process utilizes a

continoous miner. The continnous miner removes or “cuts” the coal from the seam. The loosened coal then falls on a conveyor for
removal to a shuitle car or larger conveyor belt system.

Deep mise. An underground coal mine.

Doser and front-end loader mining. An open-cast method of mining that uses large dozers together with trucks and loaders
to remove overburden, which is used to backfill pits after coal removal.

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

mejmahwmhmymﬁeemy&mmm operstions as a result of in whole or in

part by: Acts of God, wars, riots, fires, explosions, breakdowns or mm«mmmm«
shom;esofhbor materials, utilities, energy sources, compliance with governmental rules, regulations or other governmental
requirements; any other like canses.

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

Highwall miner. An auger-like apparatus that drives parallel rectangular entries to 1,000 feet into the coal seam.
15
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Industrial coal. Coal used by industriai steam boilers to produce electricity or process steam. It generally is lower in B heat
conteat and higher in volatile matter than metallurgical coal.

Long-term contracts. Contracts with terms of one year or longer.
Low ash fusion. Coal that when burned typically produces ash that hes a melting point below 2,450 degrees Fahrenheit.
Low sulfur coal. Coal which, when burned, emits 1.6 pounds or less of sulfur dioxide per million Btus.

Metallurgical coal. The verious grades of coal suitable for carbonization to make coke for steel manufacture, Also known as
“met” coal, it possesses four i qualities: volatility, which affects coke yield; the level of impurities, which affects coke
quality; composition, which coke strength; and basic characteristics, which affect coke oven safety. Met coal has a
particularly high Btu, but low akh content.

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

Overburden ratio. The amount of overburden commonly stated in cubic yands that must be removed to excavate one ton of
coal.

Pillar. An ares of coal lefi:to support the overlying strata in a mine; sometimes left permanently to support surface structures.
WAlmmmwmmmmmaMormﬂﬁcdm

Preparation plant. Usuaily located on a mine site, although one plant may serve several mines. A preparation plant is a
facility for crushing, sizing and washing coal to prepare it for use by a particular customer. The washing process has the added
benefit of removing some of the coal’s sulfur content.

Probable (Indicated) reserves. mwm@mmmm«qumymmmmmmm
to that used for proven reserves, but the sites for inspection, sampling and measurement are farther apart; therefore, the degree of
assurance, although lower than that for proven reserves, is high enough to assume continuity between points of observation.

Proven (Msasured) reserves. Reserves for which (a) quantity is computed from dimensions revealed in outcrops, trenches,
workings ar drill holes; quaqwnymmpmdﬁomﬂnmbofmmmw(b)&emf«w
sampling and measurement are spaced so closely and the geologic character is so well defined that size, shape, depth and mineral
content of reserves are well established.

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

Reciamation. The process of restoring land and the environment to their approximate original state following mining
activities. mmmmlymdm“mmmng”«mmeMwmmﬁMmmeg
topsoil and planting native grass and ground covers. Reclamation operations are usually underway before the mining of a particular
site is completed. Reclamation is closely regulated by both state and federal law.

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

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

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

Rool. The stratum of rock or other mineral above a coal seam; the overhead surface of a coal working place. Same as “top.”

Room and plllar mining. In the underground room and pillar method of mining, continuous mining machines cut three to
nineemnesmtheeodbedmdcmthcmbydﬁwngmmhvmgawct‘xecunguhrpmm.woohmnsofeodw
help support the mine roof and cantrol the flow of air. As mining advances, a grid-like pattern of entries and pillars is formed.
Addimlwﬂmyhemeomdﬁnmthapﬂhrsathhpmdofwdism

16

27


http:reveaJ.ed
http:COIlIOlllD.In

TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED: SEPTEMBER 3, 2010

Spot market. Sales of coal under an agreement for shipmeants over a period of one year or Jess.

Steam conl. Coal used by power plants and industrial steam boilers to produce electricity or process steam. It generally is
mhnmmmmdmmmmmmmwumm

Salfur. One of the elements present in varying quantities in coal that contributes to environmental degradation when coal is
burned. Sulfur dioxide is produced as a gaseous by-product of coal combustion.

Suifur content. Coal is commonly described by its sulfur content due to the importance of sulfur in environmental
regulations. “Low sulfur” coal has a variety of definitions but is typically used to describe coal consisting of 1.0% or less sulfur. A
majority of TECO Coal’s Central Appalachian reserves are of low sulfur grades.

mm.AmmwmmwuammﬂﬂmMmumwmmomm.

Synthetic fuel (Synfwel). A solid fuel that is produced by mixing coal and/or coal waste with varicus additives, causing a
chemical change to occur within the original product.

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

Tons. A “short” or net ton is equal to 2,000 pounds. A “long” or British ton is 2,240 pounds; a “metric” ton is spproximately
2,205 pounds. The short ton is the unit of measure referred to in this Form 10-K.

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

Underground mine. Also known as a “decp” mine. Usually located several hundred feet below the carth’s surface, an
underground mine's coal is removed mechanically and transferred by shuttle car or conveyor to the sarface.

Unit train. A train of a specified number of cars carrying only coal. A typical unit trein can carry at least 10,000 tons of coal
in a single shipment.

Utllity coal. Codusedbypowerphnutopmdnceelecmmyupmmmhmuyn lower in Btu heat content and
higher in volatile matter than metallurgical coal

TECO GUATEMALA

TECO Guatemala, Inc., has subsidiaries that have interests in independent power projects in Guatemala and a minority
wsh&p;ntammaneleccwmmbuuonunluymdaﬁlmdmm The TECO Guatemala subsidiaries had 124 employees
as of Dec. 31, 2009

TECO Guatemala owuleO%nfCenmlGenerdelﬁmmSmIooé.hmM(CGESJ) the owner of an
clectric generating station in Guatemala, which consists of a single-unit pulverized-coal bascload facility (the San José
Power Station). This facility was the first coal-fueled plant in Central America and meets environmental standards set by
Guatemala and the Warld Bank. In 1996, CGESJ signed & U.S. dollar-denominated power purchase agreement (PPA) with
EEGSA, the largest private company in Central America, to provide 120 megswatts of capacity and energy for 15
years beginning in 2000. In 2001, CGESJ signed an option with EEGSA to extend that PPA for five years at the end of its current
term for approximately $2.5 million. Tecnologfa Marftima, S.A. (TEMSA), an indirect wholly-owned subsidiary, in addition to
receiving the coal shipments for CGESJ, provides unloading services to third paties.

Tampa Centro Americana de Electricidad, Limitada (TCAE), an entity 96.06% owned by TPS Guatemala One, Inc., a
swddmyofmwndthemdmml-ﬁmdmmfacilhy(theAlbuuduPoquuﬂon).hasaU.s.
dollar-denominated PPA with EEGSA to provide 78 megawatts of capacity for a 15-year period ending in 2010. In 2001, TCAE
signed an option with EEGSA to extend that PPA for five years at the end of its current term for approximately $2.9 million.
EEGSA is responsible for providing the fuel for the plant, with a subsidiary of TECO Guatemala providing assistance in fuel
administration. ‘

In 1998, DECA II, a consortium whose members include & subsidiary of TECO Guatemala, Iberdrola Energis, S.A. of Spain
(Iberdrola), an electric utility in Spain, and Electricidade de Portugal, an electric utility in Portugal, completed the purchase of an
80.9% ownership interest in EEGSA for $520 million. TECO Guatemala contributed $100 million in equity and owns a 30%
interest in this consortium. At this time, the consortium maintains & controlling intevest in EEGSA and other affiliste companies
which provide, among other things, electricity transmission setvices and power sales to large electric customers and engineering
services. mGSAmmmmm:umhwmmmmm&GmmChy
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For CGESJ, TCAE and A II, TECO Guatemala has obtained political risk insurance for currency inconvertibility,
expropriation and political viol covering TECO Guatemala's indirect equity investment and economic returns.

Our existing plants in Guaternala operate under environmental permits issued by the local environmental suthorities. The
plants were built in compliance with World Bank Guidelines of 1988 and 1994, at the time of construction of these facilities.
TECO Guatemala complies with strict monitoring programs established by the local Ministry of Environment-MARN, which
xegulmloalmvmmmlh{wundmmwmphm TECO Guatemala has an environmentsl emission controls plan,
monitoring programs as per the approved permits and lender requirements, pursuant to the referenced World Bank Guidelines.

TECO Guatemala operates iits facilities under an approved environmental management plan, providing for efficient facility
operation while promoting workier health and safety and reducing environmental impacts.

Item 1A. RISK FACTORS.
Geners! sconomic conditions may adversely affect our businesses.
Our businesses are affected by general economic conditions. In particular, growth in Tampa Electric's service area and in
mewmmdmmmmmemmms A failure of market conditions to
improve, or additional deterioration in the overall economic situation and the currently depressed Florida housing markets, could

adversely affect Tampa Electric’s or PGS’ expected performance. Continustion or worsening of the current economic conditions
could affect these companies® ability to collect payments from customers.

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

Our electric and gas utilities are highly reguiated, changes In regulations or the reguilatory environment could reduce
morhmmmdmpm
TnmanlecuicandPGSopaﬂinhighlymgmmdindnm Their retsil operations, including the prices charged, are
regulated by the FPSC, and Tampa Electric’s wholesale power sales and transmission services are subject to regulation by the
FERC. mmhmmmmumammmMmmmuhwmdmafmuTmM s or PGS’

f L financial performance by, for example, reducing revenues, increasing competition or costs, threatening investment recovery or
impacting rate structure.

Tampa Electric and PGS were awarded ROE ranges with mid-points of 11.25% and 10.75%, respectively in 2009 by the
FPSC. In 2018, the FPSC awarded ROE ranges with mid-points of 10.5% and 16.0% to other investor owned utilities in
Florida. Our financial resnits could be adversely affected if the FPSC were to lower the alowed ROE in the next base
rate proceedings by either company.

Tampa Electric and PGS were awarded ROE ranges with mid-points of 11.25% and 10.75% in their respective 2009 base rate
mwmwmmcmmmmmmmmmmm which could be,
in part, an effort to minimize the impact of utility price changes on customers in the current weak Florida economy. While the
muamawnmmmmmmmmwwm.mhum
regulatory climate. If ROEs were reduced or other elements of the regulatory framework were changed, our financial results could
be adversely affected.

mhhmwhmwmlﬂwmmmﬂmmm“mmnm

Qur businesses are subject to regulation by various govemmental anthorities dealing with air, water and other environmental
IALers. Wmmmmmwammmﬁmbymvmmmwmmqmmmmy
impose additional costs on us or require us to curtail some of our businesses’ activiti

Mmmuihmmmdeﬂmmw-pMﬂﬂmem%
operating costs.

In 2009, in response to a coal ash pond failure at another utility, the EPA snnounced that it would propose new regulations
regarding coal combustion by-product handling, storage and disposal. As of February 2010, the proposed new rules had not been
published. If the new rules reduce or eliminate the beneficial use of coal combustion by-products, or eliminate the use of ponds for
by-product storage, it could increase Tampa Electric’s operating costs through higher disposal costs.
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Federal or state regulation of GHG emissions, depending on how they are enacted, conld incresse our costs or the costs of
our customers or curtail sales.

Among our companies, Tampa Electric has the most significant number of stationary sources with air emissions. While GHG
emission regulations have been proposed, both at the foederal and state level, none have been passed at this time and therefore costs
to reduce GHGs are unknown. Preseatly there is no visble technology to remove CO, post-combustion from conventional coal-
fired units such as Tempa Electric’s Big Bend units,

wmmmmmmﬁhwwwmmmmﬁmwmmfummmm
environmental regulations. mpnﬁbwmwwﬁexmmmﬁmwmmemofmphmmdxﬁmum
costs required to comply with new GHG emission regulstion, but increased costs for electricity may cause customers to change
usage pstterns, which would Tampa Electric’s zales. If the regulation allowing cost recovery is changed and the cost of
compliance is not recovered the ECRC, Tampa Electric could seek to recover those costs through a base-rate proceeding,
but we cannot peedict whether the FPSC would grant such recovery.

Changes in environmental laws or regulations conld affect TECO Coal’s customers and could rednce the demand for
coul as a fael source and cause sales to decline,

The operations of TECO Coal and its customers are subject to extensive environmental laws and regulations especially air
emissions and air quality In particular, the Clean Air Act and state and local laws and regulations limit emissions of
sulfur dioxide, nitrogen oxides, particulate matter and other compounds from electric power plants, which are the single largest
users of our coal.

A major by-product of the combustion of coal is carbon dioxide, which is considered a major source of greenhouse gases.
Future regulation of greenhouse gases as proposed by varions federal, state and international initistives could cause coal-fired
power plants or other industrial users of coal to install expensive or unproven control technologies, cause them to switch to less
carbon intensive fuels or shut-down. Any reduction in demand for coal as a fued source could have a material adverse impact on
TECO Coal's and our financial results.

The significant, phased reductions in GHG emissions called for by the executive orders signed by the governor of Florida
in 2007 could add to Tampa Electric’s costs and adversely affect its operating results.

The Govemor of Florida si three Executive Orders in July 2007 aimed at reducing Florida's emissions of GHG. The three
orders include directives for reducing GHG emissions by electric utilities to 2000 levels by 2017; to 1990 levels by 2025; and by
80 percent of 1990 levels by 2050; and the creation of the Governor's Action Team on Energy and Climate Change to develop a
plan to achieve the targets contained in the Executive Orders, including any nocessary legislative initiatives required. The Action
‘Team gubmitted its Phase One report to the Governor on Nov. 1, 2007. The final report was completed by the October 2008
deadline and included recommendations incorporating GHO emission reduction targets and strategies into Florida's energy future
as well as energy efficiency and conservation targets.

Also in 2008, the state legi passed broad energy and climate legisiation that, among other items, affirmed the FDEP's
authority to establish a utility reduction schedule and a carbon dioxide cap and trade system by rule, but added a
requirement for legislative ratification of the rule no sooner than January 2010. The FDEP has initisted the rule development

process, but until the final rules are developed, the impact on Tampa Electric and its customers cannot be determined. However, if
the final rules result in increased to Tampa Electric, or further changes in customer usage patterns in response to higher rates,
Tampa Electric’s operating results could be adversely affected.

A mandatory RPS could add to Tampa Electric’s costs and adversely affect its operating results,

In connection with the executive orders signed by the Governor of Florida in July 2007, the FPSC was tasked with evaluating
a rencwabie portfolio target. The FPSC has made a recommendation to the Florida legisiature that the RPS percentage be 7% by
Jan, 1, 2013, 12% by Jan. 1, 2016, 18% by Jan. 1, 2019 and 20% by Jan. 1, 2021. The FPSC recommendation is subject to
rsiﬁmﬁcnbymeﬂmdllepslm In addition, there is proposed legislation in the U.S. Congress to introduce a renewable
mywﬁoﬁomﬂdammmnmm however, if or when action on such legisiation would be
completed. Tampa Electric incur significant costs to comply with a renewable energy portiolio standard, as proposed. Tampa
Electric’s operating results could be adversely affected if Tampa Electric were not permitted to recover these costs from customers,
or if customers change usage patterns in response to increased rates.

Tmmmm«mmmmuawwmwmmmpmm

mmmmwmmmmpmmmmmmmw

The deferral of Tampa Electric’s IGCC unit and the cancellation of numerous proposed coal-fired generating stations in
Florida and across the United States in response to GHG emissions concems is expected to Jead to an increasing reliance on natural
gas-fired generation to meet the growing demand for electricity. Currently there is an adequate supply and infrastrocture to meet
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demand for natural gas in Florida and nationally, There is, however, uncertainty regarding whether the available supply of both
mmwmmmmmmmmmmwmmmdmmmmmm
demand.

mezt the projected increased

If supplies are inadeguate or if significant new investment is required to install the pipelines necessary to transport the gas, the
cost of natural gas could rise. Currently Tampa Electric and PGS are allowed to pass the cost for the commodity gas and
WWW*&WWMWmWWWWfGTmMc
and PGS if they required Tampa Electric and PGS to bear a portion of the increased cost. In addition, increased costs to customers
could result in lower sales. »

Our businesses are sensitive to variations in westher, the effects of extreme weather and have seasonsl variations.

Ombusiusseamsenshivéwvuhﬁominwmndtheeﬂectsdm weather, and have seasonal varistions. Climate
change could lead to weather conditions other than what we routinely experience today.

Most of our businesses are affected by variations in general weather conditions and unusually severe weather, which are risks
we face today. TmesmdMS’memMymwwmmmmm Those
companies forecast energy sales on the basis of normal weather, which represents a long-term historical average. If climate change,
or other factors, cause significant variations from normal weather it could have a material impact on energy sales. Extreme weather
conditions, such as hurricanes, can be destructive, causing outages and property damage that require the company to incur
additional expenses. If warmer t lead to changes in extreme weather events (increased frequency, duration and
severity), these expenses could be greater. The speculative nature of such changes, however, and the long period of time over
which any potential changes might be expected to take place make estimating the physical risks difficult.

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

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

The State of Florkia is exposed to extreme weather, including hurricanes, which can cause damage to our facilities and
-ﬂecturnbllhywmm

m.mymmgmmmmmmmmmmymmw
operating in areas prone to me weather events, such as hurricanes, The company has storm preparations and recovery plans in
its operations that sre routinely and improved based upon experience during drills and events and planning with critical

partners. Tampa Electric and host meetings with state and local emergency management agencies to refine communications
and restoration plans and consult with similarly situated utilities in preparing for restoration following extreme weather events.

In addition to the design of its facilities and its storm recovery plans, the company continuously monitors and assesses the
memmmmummmwmmmamuwm
Tampa Electric and PGS have historically been granted regulatory approval to recover or defer the majority of significant storm
mmwmmvéymmmdwmumudamymhmdmamlym if costs
associated with future severe westher events cannot be recovered in a timely manner, or in an amount sufficient to cover actual
costs, the financial condition and results of operations of the affected company could be materially and adversely impacted.

Commedity price changes may affect the operating costs and competitive positions of our businesses.

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

In the case of Tampa Electric, fuel costs used for generation are affected primarily by the cost of coal and natural gas. Tampa
Electric is able to recover ly incurred costs of fuel through retail customers® bills, but incresses in fuel costs affect electric
prices and, therefore, the ive position of electricity against other energy sources.

’I‘he;hmymmmmmemﬁmwmdmwmaemuhsmaﬂmdbymemoffmlmhmm
wﬁm&lynnmmmmmdo&erpowpmdm

In the case of PGS, mﬁmﬂmﬁpﬂhmmmwmm bills, but increases in
gas costs affect total retail prices, and therefore, the competitive position of PGS relative to electricity. other forms of energy and
other gas suppliers.
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In the case of TECO Coal, the selling price of coal may cause it to either decresse or increase production. If production is
decreased, there may be costs associated with idling facilities or write-offs of reserves that are no longer economic.

In the case of TECO Guatemaia, the dispatch price for some of the diesel generating resources in Guatemala, which use
residual oil, have, at times been above or below, the average price of coal used by the San José Power Station due to prices for
crude oil. Depending on the of residual oil, generation from the San José Power Station for spot sales would rise or fall with
oil prices, thus increasing or ing non-fuel energy sales revenues and net income.

mhmmmmummammmmmmmuum
wtility companies.

Tampa Electric’s weather- residential per customer usage declined again in 2009, following a decline in 2008. It is
now apparent that some of the residential customer growth in the 2005 through mid-2007 period, which was measured by
new meter instaliations, was actisally vacant residences with minimal energy usage. The average number of residential customers
with minimal usage, which can be affected by weather, was approximately 8% in 2009 and in 2008.

In genernl, energy usage per residential customer at both Tampa Electric and PGS has declined over the last thres years. We
believe that this was in response to westher patterns especially in the spring and fall, voluntary conservation in response to the
wmmmm and increased residential vacancies as a result of increasing foreclosures amid
the economic slowdown.

The utilities' memmmmmmm in customer energy use patterns. Tampa
Electric’s and PGS’ ability to increase energy sales and earnings could be negatively impacted if energy prices increase in general
ndmm:mwbmlgsmyhmpwmmkcmdim

mmmmwmwmmwmuwmmw
through mortgage purchases and tax credits for qualified home buyers. These programs are acheduled to expire at
mmnmmmmwmmmwum&aymw&amau
financial support.
Our forecast for results in 2010 assumes no customer growth and a slight decrease in encrgy sales growth, driven primarily by
the weak economy. If the housing and new home construction markets contract further following the expiration of the various
federal support programs our financial results could be negatively impacted.

We rely on some transmission and distribution assets that we do not own or control to deliver wholesale electricity, as
ﬂummﬂumnwwsmbmmmmwﬂmwmwm
mlnralpmlyhohm
Wemmmmm&mmmmwwmmmwmwwm
the electricity and natural gas we sell to the wholesale and retail markets, as well as the natural gas we purchase for use in our
electric generation facilities. If iransmission is disrupted, or if capacity is inadequate, our ability to sell and deliver products and
satisfy our contractual and sesvice obligations may be hindered.

The FERC mwmﬂmmﬂmmmmmmuoﬁawmmmm-
discriminatory basis. Although these regulations are designed to encourage competition in wholesale market transactions for
electricity, there is the potential that fair and equal access to transmission systems will not be available or that sufficient
transmission capacity will not be available to transmit electric power as we desire. We cannot predict the timing of industry
changes as a result of these initiatives or the adequacy of transmission facilities. Likewise, unexpected interruption in upstream
natural gas supply or transmission could affect our ability to generste power or deliver natural gas to local distribution customers.

‘We may be unable to take advaniage of our existing tax credits and deferred tax benefits.

We have generated significant tax credits and deferred tax assets that are being carried over 1o future periods to reduce future
mmhmmmmwmwmammmemume
generation of future taxable i including foreign source income and capital gains. These tax credit carryforwards are subject
mexpm:npemdsofvnrym Mﬁm(mN&‘mdzmcomwmm

Our fAnancial resnlts could be reduced if certain proposed revisions to the U.S. tax code related to foreign earnings are

The administration has snnounced initiatives that could substantially reduce our ability to defer U.S. income taxes. These
proposals include repealing the deferral of U.S. taxation of fareign eamings; eliminating utilization of, or substantially reducing
our ability to claim, foreign taxcredits; and eliminating certain tax deductions until foreign samings are repatriated to the U.S.
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The current 2010-2011 federal budget, as proposed, incudes the elimination of the percentage depletion tax deduction
for coal mines and other hard miners fossil fuels.

If the percentage depletion tax deduction is eliminated for TECO Coal, the effective tax rate for that company would rise from
gﬂwm%mﬁ%mmmMmmafﬂ% , which would have an adverse effect on TECO Coal's financial
ts 1

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

We test our long-lived assets and goodwill for impairment annually or more frequently if certain triggering events occur.
Should the current carying values of any of these assets not be recoversble, we would incur charges to write down the assets to fair
market value. In the normal course of business, TECO Guatemala evaluated its $146.7 million investment in DECA II, including
associated goodwill, at Dec. 31, 2009 and determined that the value was not impaired. However, the outcome of the ongoing
efforts and a potential arbitration under a DR-CAFTA claim is uncertain, and could impect this determination in the future. See the
TECO Guatemals section of Management®s Discussion & Analysis for additional discussion of the DR-CAFTA claim.

Probiems with operstions could canse us to incur substantial costs.

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

Our computer systems and Tampa Electric’s infrastructure may be subject to cyber (primarily electronic or nternet
based) atiack, which could disrupt operations, cause loss of important dats or compromise customer, employee-related
or other critical information or systems,

There have been an increasing number of cyber attacks on companies around the world, which have caused operational
failures or compromised sensitive corporate or customer data. These attacks have occurred over the internet, through malware,
viruses, or sttachments to e-mails or through persons inside of the organization or with persons with access to systems inside of the
organization.

We have security systems and infrastructure in place to prevent such attacks, and these systems are subject to internal,
external wnd regulatory sudits to ensure adequacy. Despite these efforts, we can not be assured that & cyber attack will not canse
electric or gas system operational problems, disruptions of service to customers, or compromise important data or systems.

Failure to obtain the permits necessary to open new surface mines could reduce earnings from our coal company.

Our coal mining operations are dependent on permits from the U.S. Army Corp of Engineers (USACE) to open new surface
mines necessary to maintain or increase production. For the past several years, new permits issued by the USACE under Section
404 of the Clean Water Act for new surface coal mining operations have been challenged in court resulting in & backlog of permit

spplications and very few permits being issued. Our coal company has six permits on the list of permits subject to enhanced review
bytheU.S EPAwﬂummdmdmdamdhgm&eUSAmwhwhmmmdmwm To date, there
has been no progress in granting these permits. Failure to obtain the necessary permits to open new surface mines, which are
required to maintain and expand production, could reduce production, cause higher mining costs, or require purchasing coal at
prices above our cost of production to fulfill contract requirements, which would reduce the earnings expected from our coal
company.

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

Our projects in Guatemnala involve numerous risks that are not present in domestic projects, including expropriation, political
instability, currency exchange rate fluctoations, repatriation restrictions, and regulatory and legal uncertainties. TECO Guatemala
attempts to manage these risks through & variety of risk mitigation measures, including specific contractual provisions, obtaining

Guatemala, similar to many countries, has been experiencing higher electricity prices. As a result, TECO Guatemala’s
. wummexpmdmwmhummm s government and regulatory authorities seek ways to reduce the cost of
energy 1o its consumers.
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The purchased power agreement between the Alborada Power Station in Guatemala and EEGSA is scheduled to expire
in September 2010, I the contract is not renewed the financial resuits from TECO Guatemain would be reduced.

In 2001, EEGSA granted TECO Guatemala an option to extend the Alborada power sales contract, which is scheduled to
expire in September 2010, for five years at the ead of the contract period. The tariff to pass through cost associsted with the
contract was approved by the Guatemalan regulators at that time. The current Guatemalan regulators have objected to the extension
citing modifications to regulations passed in 2007. TECO Guatemala is currently in talks with the Guatemalan government to
extend this contract. If the contract is not renewed, the net income from the plant would be reduced or eliminated and an

impairment charge could be taken,

If efforts to have the July 2008 value added distribution tariff (VAD) decision at EEGSA recaiculated or revised are
unsnccessful, esrnings and cash flow from that company would be at risk as long as the curvent lower VAD remains in

In January 2009, our subsidiary, TECO Guatemala Holdings, LL.C, delivered a Notice of Intent to the Guatemalan
government indicating its intent to file an arbitration claim sgainst the Republic of Guatemala onder the Dominican-Republic-
Central America-United States Free Trade Agreement (DR-CAFTA). The required 90-day waiting period has passed and TECO
Guatemala now has the ability to file a claim under DR-CAFTA when it deems it is appropriate. In 2009 TECO Guatemala
attemipted to resolve the dispute amicably through consultation or negotistion and through the Guatemalan legal system, without
success, If these efforts continue to be unsuccessful, EEGSA's earnings contribution to TECO Guatemals, estimated tobe a
minimum of $10 million annually, could be at risk as long as the lower VAD remains in effect.

Potential competitive changes may adversely affect our reguiated electric and gas businesses,

The U.S. electric power industry has been undergoing restructuring. Competition in wholesale power sales has been
introduced on a national level. Some states have mandated or eacoursged competition at the retail level and, in some situations,
required divestiture of generating assets. While there is active wholesale competition in Florida, the retail electric business has
remained substantially free from direct competition. Although not expected in the foreseeable future, changes in the competitive
environment occasioned by legisiation, regulation, market conditions or initiatives of other electric power providers, particularly
with respect to retail competition, could adversely affect Tampa Electric’s business and its expected performance.

The gas distribution industry has been subject to competitive forces for several years. Gas services provided by PGS are now
unbundied for all non-residential customers. Because PGS earns margins on distribution of gas bat not on the commodity itself,
xmbmdlmgmms has not negatively impacted PGS’ resuits. However, future structural changes that we cannot predict could adversely

‘We are a party from time to time to legal proceedings that may vesult in a material adverse effect on our financisl
condition,

From time to time, we are a party (o, or otherwise involved in, lawsuits, claims, procoedings, investigations and other legal
matters that could adversely affect our financial results.

Financing Risks
Financial market conditions could Hmit our access to capital and increase our costs of borrowing or have other adverse
effects on our results,

The financial market conditions that were experienced in 2008 and early 2009 impacted access to both the short-and long-
term capital markets and the cost of such capital. We have debt maturities, beginning in 2010, which will require refinancing.
Future capital market conditions could limit our ability to raise the capital we need, and could increase our interest costs which
could reduce camings.

We enter into derivative transactions with connterparties, most of which are financial institutions, to hedge our exposure to
commodity price changes. Although we believe we have sppropriate credit policies in piace to manage the non-performance risk
associated with these transactions, the recent turmoil in the financial markets could lead to a sudden decline in credit quality among
these counterparties. If such a decline occurs for a counterparty with which we have an in-the-money position, we could be unable
to collect from such counterpany.

Despite the strong financial market recovery in 2009, declines (n the financial markets or in interest rates used to
determine benefit obligations could increase our pension expense or the required cash contributions to maintain required
Jevels of funding for our plan.

The value of our pension fund assets were negatively impacted by unfavorable market conditions in 2008. At Jan. 1, 2009 our
plan was more than 100% funded under caiculation requirements of the Pension Protection Act (PPA). However, as & result of the
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continued low interest rate environment, our funded percentage is expected to be approximately 90% as of the Jan. 1, 2010 PPA
measurement date. This will increase our required contributions to the plan beginning in 2010. Any future declines in the financial
mmm«umbw-mmammumumdmﬁm' required to fund our plan in the

We estimate that pension expense in 2010 will be higher than in 2009, due in large part to the lower interest rate environment
(lower discount rates used to measure our Plan's benefit obligations). Any future declines in the financisl markets or & continuation
of the low interest rate environment could cause pension expense to increase in future years.

‘We have substantis] indebtedness, which could adversely affect our financial condition and financial flexibility.

We have significant indebtedness, which has resulted in fixed charges we are obligated to pay. The level of our indebtedness
and restrictive covenants contained in our debt obligations coukd limit our ability to obtain additional financing.

TECO Energy, mFmMTmMmCmymmmwmndeﬁmdmmeM
agresments to use their respective credit fecilities. Also, TECO Energy, TECO Finance, Tampa Electric Company and other
operating companies, have certain restrictive covenants in specific agreements and delxt instruments. The restrictive covenants of
our subsidiaries could limit their ability to make distributions to us, which would further limit our liquidity. See the Credit
Facllities section and Siguificant Financial Covenants table in the Liquidity, Capital Resonrces sections of MD&A for
descriptions of these tests and covenants.

As of Dec. 31, 2009, we were in compliance with required financial covenants, but we cannot be assured that we will be in
compliance with these financial covenants in the future. Our failure to comply with any of these covenants of to meet our payment
obligations could result in an event of defankt which, if not cured or waived, could result in the accelerstion of other outstanding
debt obligations, We may not have sufficient working capital or liquidity to satisfy our debt obligations in the event of an
acceleration of all or a portion of our outstanding obligations.

We alsc incur obligations in connection with the operations of our subsidiaries and affilistes that do not appear on our balance
sheet. These obligations take the form of guarantees, letters of credit and contractual commitments, as described under OfY-
Balance Sheet Debt and Liquidity, Capital Resources sections of the MD&A.

Our fisancial condition and results could be adversely affected if our capital expenditures are greater than forecast.

We are forecasting lower levels of capital expenditures, primarily at Tampa Electric, for compliance with our environmental
consent decree, to support the current levels of slower customer growth, to comply with the design changes mandated by the FPSC
to harden transmission and distribution facilities against hurricane damage, to maintain transmission and distribution system
relisbility, and to maintain coal-fired generating unit reliability and efficicncy.

If we are unable to maintain capital expenditures at the forecasted levels, we may need to draw on credit facilities ar access
the capital markets on unfavorsble terms, We cannot be sure that we will be able to obtain additional financing, in which case our
financia] position, earnings and credit ratings could be adversely affected.

Our fluancial condition and ability to access capital may be materially adversely affected by ratings downgrades, and we
cannot be assured of any rating improvements In the future.

Our senior unsecured debt is rated as investraent grade by Standard & Poor’s (S&P) at BBB- with a stable outlook, by
Moody’s Investor's Services (Moody” s)anSw:ﬂumbbmbok.mdhyF‘mbW(ﬁwh)uBBB-wiﬂumbkouﬂoak.
‘The senior unsecured debt of Tampa Electric Company is rated by S&P at BBB with a stsble outlook, by Moody’s at Baal with &
stable outiook and by Fitch at BBB+ with a stable outlook. Any downgrades by the rating agencies may affect our ability to
borrow, may change requirements for future collateral or margin postings, and may increase our financing costs, which may
decrease our eamings. We also may experience greater interest expense than we may have otherwise if, in future periods, we
replace maturing debt with new debt bearing higher interest rates due to sny such downgrades. In addition, downgrades could
adversely affect our relationships with customers and counterparties.

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

Because we are s boiding company, we are dependent on cash flow from our subsidiaries, which may not be available in
the amounts and at the times we noed it.

We are a holding company and are dependent on cash flow from our subsidiaries to meet our cash requirements that are not
satisfied from external funding sources. Some of our subsidiaries have indebtedness containing restrictive covenants which, if
violated, would prevent them from making cash distributions to us. In particular, certain long-term debt at PGS prohibits payment
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of dividends to us if Tampa Electric Company’s consolidated shareholders’ equity is lower than $500 million. At Dec. 31, 2009,
TmMCompmy’smﬁdmdshlehﬂdm'equitywnsapptoximdcly&lbiﬂion.&ho,wwhoﬂyownedmbﬁdiuy.
F&%m..%mgmyhm%hlsngummmlmdwacodmlyagreememmneouldﬁmit
payment vidends by TECO Diversified to us (sce the TECO Energy Significant Financial Covensnts table in the
Liquidity, Capital Resources sections of MD&A).

Various factors could affect our abllity to sustain our dividend.

Olnabiﬁtggoptyndividenq,aminitncmthvels,wuldbenffectedbysnehfacmuthelevelofmamingund
spending and shortfalls in operating cash flow. These are in addition to any restrictions on dividends from our subsidiaries to vs

We are vulnersbie to interest rate changes and may not have access to capital at favorabie rates, if at all.
A portion of our debt bears interest at variable rates. Increases in interest rates, therefore, may require a greater portion of our
ﬁﬂwmbeuudtopayinmMMWEMMMMMMyMWMMMM
access to these markets.

Hem 1B, UNRESOLVED STAFF COMMENTS.
Nooe.

Item 2. PROPERTIES.

TECO Energy believes that the physical properties of its operating companies are adequate to carry on their businosses as
currently conducted. The propesties of Tampa Electric are subject to a first mortgage bond indenture under which no bonds are
currently outstanding.

TAMPA ELECTRIC

Tampa Electric has four electric generating plants in service, with a December 2009 net generating capability of 4,719 MW,
Tampa Electric assets include the Big Bend Power Station (1,602 MW capacity from four coal units and 61 MW from a
combustion turbine (CT)), the Bayside Power Station (2,083 MW capacity from two natural gas combined cycle units and four
CTs), the Polk Power Station (235 MW capacity from the IGCC unit and 732 MW capecity from four CTs) and a partnership
interest with the City of Tampa on 6 MW net winter generating capability from the Howard Current Advanced Waste Water
Treatment Plant.

The Big Bead coal units weat into service from 1970 to 1985 and the CT was installed in 2009. The Polk IGCC unit began
commercial operation in 1996, In 1991, Tampa Electric purchased the Phillips Power Station from the Sebring Utilities
Commission (Sebring) snd it was placed on long term reserve standby in 2009. Bayside Unit 1 was completed in April 2003, Unit
2 was in January 2004, Units § and 6 were completed in April of 2009 and Units 3 and 4 were completed in July 2009.

Tampa Electric owns 178 substations having an aggregate transformer capacity of 22,248 Mega Volts Amps (MVA). The
transmission system consists of approximasely 1,309 pole miles (including underground and double-circuit) of high voltage
transmission lines, and the distribution system consists of 6,413 pole miles of overbead lines and 4,472 trench miles of
underground lines, As of Dec. 31, 2009, there were 668,157 meters in service. All of this property is located in Florida.

All plants and important fixed assets are held in fee except that titles to some of the properties are subject to casements, leases,
contracts, covenants and similar encumbrances and minor defects of a nature common to properties of the size and character of
those of Tampe Electric.

Tampa Electric has easements or other property rights for rights-of-way adequate for the maintenance and operation of its
electrical transmission and distribution lines that are not constructed upon public highways, roads and streets. It has the power 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 locsted in public ways are maintained under franchises or permits.

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

PEOPLES GAS SYSTEM
PGS’ distribution system extends throughout the areas it serves in Florida and consists of approximately 17,500 miles of pipe,
including approximately 11,000 miles of mains and 6,500 miles of service lines. Mains and service lines are maintained under
rights-of-way, franchises or permits.
25
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PGS’ operations are located in 14 opersting divisions throughout Florida. While most of the operations and administrative
facilities are owned, a amall number are lzased.

TECO COAL

Property Control

Opmﬁmofmcocmmmmmmmmmmmmmmmmmommmﬂn
in Kentucky, Tennessee and Virginia. TECO Coal’s current practice is to obtain a title review from a licensed attorney prior to
purchasing or leasing property. As is typical in the coal mining industry, TECO Coal generally has not obtained title insurance in
mm&m«wmmwmmhmymmmulmﬁnmm
Ma%g%awdmﬁ&.%%ﬁmmmmmmm
has previously occurred, TECO Coal may opt not to perform a separate title confirmation due to the previous mining activities on
such a property. In cases involving less significant properties and consistent with industry practices, title and boundaries to less
significant properties are now verified during lease or purchase negotiations.

In situstions where property is controlied by lease, the lease terms are generally sufficient to allow the reserves for the
associated operation to be mined within the initial lease term. In fact, the terms of many of these leases extend until the exhaustion
of the mineable and merchantable coal from the leased property. If, however, extensions of the original lease term become
necessary, provisions have generally been made within the original lease to extend the lease term upon continued payment of

Coal Reserves

As of Dec. 31, 2009, the TECO Coal opersting companies had a combined estimated 262.2 million tons of proven and
probable recoveruble reserves. All of the reserves consist of High Vol A Bitaminous Coal. Reserves are the portion of the proven
and probable tonnage that meet TECO Coal's economic criteria regarding mining height, preparation plant recovery, depth of
overburden and stripping ratio. Generally, these reserves would be commercially mineable st year-end price and cost levels.
Additionally, other controlled areas preseatly identified as resource now total 67.5 million tons of coal.

Reserves are defined by Security and Exchange Commission (SEC) Industry Guide 7 as that part of a mineral deposit which
could be economically and legally extracted or produced at the time of the reserve determination, Proven and probsble coal
reserves are defined by SEC Industry Guide 7 as follows:

MM)WMM(I)MBWMMWWMW
trenches, working or drill holes: grade and/or quality are computed from the results of detailed sampling; and (b) the sites for
inspection, sampling and measurement are spsced 5o closely and the gealogic character is so well defined that size, shape,

depth and mineral content of reserves are well-established.

Probable (Indicated) Reserves—Reserves for which quantity and grade and/or quality are computed from information
siﬁhm&unndhmmmm&mmm&immmpﬁnzmmmugmwu
are otherwise less adequately spaced. The degres of assurance, although lower than that for proven reserves, is high enough to
assume continuity between points of observation.

Drill hole spacing for confidence levels in reserve calculations is based on guidelines in U.S. Geological Survey Circular 891
{Coal Resource Classification System of the U.S, Geological Survey). In this method of classification, “proven” reserves are
considered to be those lying within one-quarter mile (1,320 feet) of a valid point of measurement and “probable” reserves are those
lying between one-quarter mile and three-quarters mile (3,960 feet) from such an observation point.

TECO Coal's reserve estimates are prepared by its staff of geologists, whose experience ranges from 20 years to 35 years,
TECO Coal also has two chief geologists with the ity to track changes in reserve estimates, supervise TECO Coal's
other geologists and coordinate third party reviews of our reserve estimates by qualified mining consultants. In 2009, & third-party
reserve andit was performed by Marshall Miller & Associates on the portion of reserves acquired during 2009. The results of that
audit are reflected in the npumbers within this ropott.
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Table3hebwsbwsmovcnbkmbquﬁty:ﬂ&emﬂlmdofmtym&dumﬁuhm'gmdmd
Unassigned reserves per mining complex:

RECOVERABLE RESERVES BY QUANTITY O

{(Millions of tons)
Table 3
@ Unassigned ®
Mising Complex Location Totsl Provan Prohable Owsned Loused 2010 2009 2050 2009
Gatliff Coal Company ....... Bell County, KY/ Knox County, KY/
Campbell County, TN 34 30 04 12 22 05 07 29 27
Clintwood Elkhorn Mining . . .. Pike County, KY/
X Buchanan County, VA 500 420 80 33 467 500 522 —
Premier Elkhorn Coal . ... .... Pike County, KY/Letcher County,
KY/Floyd County, KY 728 554 174 404 3224 644 676 84 B84
Perry County Coal ..... Perry County, KY/
Lestie County, KY/
Krott County, KY 136.0 64.7 ;7_1_2 _0.1 1359 129.2 134.9_6;8_ -
Total ............. 2622 165.1 97.1 450 217.2 244.1 2554 18.1 11.1

(1) Recoversble rescrves represent the amount of proven and probabls reserves that can actually be recovered from the reserve base taking into account all mining
and peeparation losses involved in producing a saleable product using existing methods under current law. Reserve information reflocts a moisture of 6.5%.
‘This moisture factor repressnts the average moisture present in TECO Coal’s delivered coal.

(2) Assigned reserves means cosl which has been committed by the cosl company to operating sine shafts, mining equipment, and plant facilities, and all coal
which has been leased by the company 1o others. Unassigned reserves represent coal which has not been commitied, and which would require new mineshafts,

mining equipment, or plant facilities before operations could bogin in the property.
Table 4 below shows the recoverable reserves by quality, including sulfur content and coal type, per mining complex:

RECOVERABLE RESERVES BY QUALITY ®

(Millions of tons)
Table 4
Sulfwr Content
A BTUA
&& mm~cliﬂi>lﬁww ':.*m Coul Type ®
Gatliff Coal Company .........coviiivveinrannns 34 32 02 — 13,500 LSu
Clintwood Elkhom Mining ..............co000nnes 500 249 25.1 236 13,400 HVM,LSU, K1
PremierElkhorn Coal ............ccciiivnnienns 72.8 426 302 244 13,350 IS, LSU, PC1
Perry County Coml .....oovvieernniinnrensnnnnn, 136.0 107.1 289 749 13,195  LSUPCLV
L Crrrernnsnaes 2622 122.9

(1) Reserve information refiects & moisture factor of 6.5%. This moisture factor represents the svernge moisture present in TECO Coal’s delivered coal.

(2) «1% or >1% refers to sulfur content &8 » percentage in coal by weight.
o)} Compnmmdhnywdumhm 1.2 pounds of sulfur dioxide per million BTU when bumed. Compliance coal meets sulfur emission standerds

imposed by Title IV of the Clean Air Act.
(4) Reserve holdings include metallurgical coal reserves. Although these metaliurgical coal reserves receive the highest seiling price in the current mackst whent
markeied to steel-making customers, they can slso be murkeied s an ltrs-high BTU, low sulfur utility coel for electricity generstion.
HVM—High Vol Met
LSU-~Low Sulfur Unility
PCI—Pulverized Coal Injoction
V—Various
IS-ndustrial Stoker

Reserve Estimation Procedure

economic analysis. MmmdMMymmﬂmmmmmhmm&an
engineering parameters and/or geologic conditions, Additionally, the information is constantly being updated to reflect new data
for existing property as well as new acquisitions and depleted reserves.

27
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This data may include elevation, thickness, and, where samples are available, the quality of the coal from individual drill holes
and chanpel samples. The information is assembled by qualified geologists and engineers located throughout TECO Coal.
Information is entered into sophisticated computer modeling programs from which preliminary reserves estimations are generated.
The information derived from the geological database is then combined with data on ownership or control of the mineral and
surface interests to determine the extent of the reserves in a given area. Determinations of reserves are made after in-house
geologists have reviewed the computer models and manipulated the grids to better reflect regional trends.

During TECO Coal's reserve evaluation and mine planning, TECO Coal takes into sccount factors such as restrictions under
railroads, roads, buildings, power lines, or other structures. Depending on these factors, coal recovery may be limited or, in some
instances, entirely prohibited. Current engineering peactices are used to determine potential subsidence zones. The footprint of the
relevant structure, as well as a safety angle-of-draw, are considered when mining near or under such facilities. Also, as part of
TBCO Coal’s resexve and mineability evaluation, TECO Coal reviews legal, economic and other technical factors. Final review
and recoverable reserve determination is completed after a thorough analysis by in-house engineers, geologists and finance
associates.

TECO GUATEMALA

TPS San José Internstional, Inc., & subsidiary of TECO Guaternals, has a 100% ownership in & project eatity, OGESJ, which owns
approximately 152 acres in Masagua, Guatemala on which the 120 MW coal-fired San José Power Station is Jocated. TPS Guatemala One, Inc., &
subsidiary of TECO Guatemals, has & 96.06% interest in TCAE, which owns approximately 11 acres in Escuintia, Guatemala on which the 78
MW ail-fired Alborada Power Station is located. TPS Operaciones, a subsidisry of TECO Guatemala which provides operstions, maintenance and
administrative suppost to OGES) and TCAE, owns approximately 43 acres in Masaguu, Guatemala.

Item3. LEGAL PROCEEDINGS.

From time to time, TECO Energy and its subsidiaries are involved in various legal, tax and regulatory proceedings before
various courts, regulatory commissions and governmental agencies in the ordinary course of its business. Where appropriate,
mhmmmmmmmmmwmmmmmhmmnmmdmmm
meﬁmnbh.wm.mmmdmhmhw,mwmmwmmmm
resolution will have a material adverse effect on the company’s results of operations or financial condition.

For a discussion of the resolution of previously disclosed legal proceedings and an update of previously disclosed

environmental matters, see Notes 12 and 8, Commitments and Contingencles, of the TECO Energy, Inc. and Tampa Electric
Company Consolidated Financisl Statements, respectively.
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Item4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.

Nommwusubnnmddmmgthefomthqmaflﬁﬂtoamofmomgy s security holders, through the
solicitation of proxics o otherwise.

EXECUTIVE OFFICERS OF THE REGISTRANT

mmwcmmmnoﬁnmmdumcmdwmpmmmmelmﬁwmdmecmemuﬁwdﬁmof
TECO Energy are described below

HName

Sherrill W. Hudson . ...

Charles A, Aual, I .

Deirdre A. Browsn .....

Sandra W. Cailahan .

e
67

49

Current Positions and Principel

Occepations During Last Five Years

Chairman of the Board and Chief Executive Officer, TECO Energy, Inc. and Tampa Electric
Company, July 2004 to date.

Senior Vice President-General Counsel and Chief Legal Officer, TECOEuxgy Inc., and General
ConmldTmMchy.WMmMmeﬂmaﬂCowm
Chief Legal Officer, TECO Energy, Inc. and General Counsel of Tampa Electric Company, July
2007 to February 2009; and prior thereto, Vice President and Deputy General Counsel, TECO
Energy, Inc.

Vice President-Human Resources of TECO Energy, Inc. and Tampa Electric Company, July 2009
to date; President, TECO Guatemala, July 2009 to date; and prior thereto, Vice President-
Controller, Operations of TECO Energy, Inc. and Chief Accounting Officer of Tampa Electric
Company.

Vice President-Business Strategy and Compliance and Chief Ethics and Compliance Officer,
TECO Energy, Inc., July 2009 to date; Vice President-Regulatory Affairs of Tampa Electric
Company and Vice President-Customer Service, Tampa Electric Division of Tampa Electric
Company, April 2006 to July 2009; Vice President-Regulatory Affairs, Tampa Electric Company,
April 2005-April 2006; and prior thereto, Vice-President-Regulatory Affairs, TECO Energy, Inc.

Vice President-Finance and Accounting and Chief Financial Officer (Chief Accounting Officer),
TECO Energy, Inc. and Tampa Electric Company, October 2009 to date; Vice President-Finance
and Accounting and Chief Financial Officer (Treasurer and Chief Accounting Officer), TECO

Energy, Inc. andTmpEleuu-ncCompmy,JulymwOmberm Vice President-Treasury
and Risk Management {Treasurer and Chief Accounting Officer), TECO Energy, Inc., January
2007 o July 2009; Vice President-Treasury and Risk Management (Treasurer), TECO Energy.
Inc., July 2000 to January 2007; Vice President-Treasurer and Assistant Secretary, Tampa
Electric Company, Aprit 2005 to July 2009.

Senior Vice President-Corporate Services and Chisf Human Resources Officer, TECO Energy,
Inc., October 2004 to date and Chief Human Resources Officer and Procurement Officer, Tampa

Electric Company, September 2003 to date.

President, Tampa Electric Company, July 2009 to date; Executive Vice President and Chief
Financial Officer, TECO Energy, Inc., July 2004 to July 2009; President, TECO Guatemala,
October 2004 to July 2009.

President and Chief Operating Officer, TECO Energy, Inc., July 2004 to date.
President of TECO Coal Corporation, since prior to 2005.

There is no family relationship between any of the persons named sbove or between executive officers and any director of the
company. 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 May 5, 2010, and until such officer’s successor is elected and qualified.
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PART I

Item 8. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES
mMMemmmmmmmmmdmmmmwmehunmmunmw
York Stock Exchange, and dividends paid per share, per quarter.

Dgeortr 27 Quarter 3 Quarter £ Quarter

2009
- $1297 51241  Sl464 81671
Low ....... e et ettt a ettt e s raareas $ 841 351028 $1116  $1345
Close ... e $11.15 851193 $1408 1622

meidead ........................................................ $020 $020 3020 §$02
High......ooiviiviiiiinii, Seevtetanniereeratasastisnnntsonan $17.75 52199 52180  $16.05
LOW i, feeeretteerraretieanrcenranauas $1448  $1597 81536 51050
Close ..cniiiiiiiiiiiciiaiiieciananan, ceennane feereneranranes $1595 52149  $1573  $1235
Dividend ........ooiiiiiiiiiiiiiiiiiiiii s, $0195 $020 $020  $020

The approximate number of shareholders of record of common stock of TECO Energy as of Feb. 22, 2010 was 14,655,

Dividends on TECO Energy’s common stock are daclared snd paid at the discretion of its Board of Directors. The primary
sources of funds to pay dividends to its common shareholders are dividends and other distributions from its operating companies.
TECO Energy's $200 million credit facility contains a covenant that could limit the paymeunt of dividends exceeding a calculated
amount (initially $50 million) in any quarter under certain circumstances. Certain Jong-term debt at PGS contains restrictions that
limit the payment of dividends and distributions on the conmmon stock of Tampa Electric Company.

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

See Liguidity, Capital Resources-Covenants in Financing Agreements section of MD&A, and Notes 6, 7 and 12 to the
TECO Encrgy Comsclidated Financial Statements for additional information regarding significant financial covenants.

All of Tampa Electric Company’s common stock is owned by TECO Energy, Inc. and, therefore, there is no market for the
stock. Tampa Electric Company pays dividends on its common stock substantially equal to its net income. Such dividends totaled
$179.6 million in 2009, $159.9 million in 2008, and $166.1 million in 2007, See the Restrictions on Dividend Payments and
Transfer of Assets section in Note 1 to the Tampa Electric Company Counsolidated Financial Statements for a description of

restrictions on dividends oe its common stock.
Set forth below is a table showing shares of TECO Energy common stock deemed repurchased by the issuer.

{© a{m&wﬂ
8 or
Tetal Nambar of Deliar Value) of
{®) ) Shares (or Units)  Shares (or Unity) that
Toﬁn(uh-'et 'uA‘wPﬁc: Purchased as Part of lﬁyYuk
Share (or Usity) Share (or
p Publicly Assounced

l‘hnm Pllutr_?_gﬂ

Oct. 1,2000—0ct. 31,2009 .........cnevvnvnnnens 9,890 $14.18 —
Nov. 1,2009—Nov.30,2009 ............c.0nvtue 8,243 $14.56 —_ -
Dec. 1,2009-—Dec. 31,2009 ..........ciciiinnen 9,043 $16.54 —— -—
Towml 4t Quanter 2009 ............cooviinnnnnans 27,176 315.08 — -
a Mﬁmmmwmamm or program, but rather relate to compensation or retirement plans of the company.

‘ , these shares represent shares deliverod um?ummmumumwmdmmm

incentive compensation pians) 10 offset tax withholding obligations associated with the vesting of restricted shares snd shares purchased by the TECO Energy
Group Retirement Savings Plen prrsuant to directions from plan perticipants or dividend reinvestment.
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The following graph shows the cumulative total sharcholder return on our common stock on a yearly basis over the five-year period ended
Dec. 31, 2009, snd cotapares this return with that of the S&P 500 Index and the S&P Multi Utility Index. The Graph sssumes that the value of the
investment in our common stock and each index was $100 on Dec. 31, 2004 and that al) dividendds were reinvested.
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Item 6. SELECTED FINANCIAL DATA OF TECO ENERGY, INC.
(millions, except per share amounts)

Yours ended Dec. 31, 2009 2008 2007 2008 2008
ReVETES ... ...iiivviiiiieiirereneseccscancaascorncnnnnncanas $3310.5 $3.3753 $3,536.1 $3448.1 $3,010.1
Net income from continuing operations ............ocvvevevnnenenns $ 2139 $ 1624 §$ 3167 $ 1748 $ 1239
Net income from discontinued operations 9 .. ...........i0hvuinn... — — 143 1.9 63.5
Net income attributable o TECOEnergy ................ Cevereasens $ 2139 $ 1624 § 4132 $ 2463 § 2748
TOUE MEBELS . .. oot vvverrenanreraransesncannarssannnorassacsnns $7.219.5 $%7,1474 $67652 $73618 $7,170.1
Longtermdebt ... .ooovviiiiniiiriinrateiiiiacationrncaaeranas 3$3.300.5 $32135 $3,1584 $3.2126 $3,7092
share (EPS)—basic;
mmmmmmmm ................................ $ 100 $ 077 $ 1% $ 118 § 102
From discontinued operations O .. ... ... ... ciiiiiiiiiiinns - — 0.07 0.01 0.31
EPSbhesic ........... Laeeseareeaaserauacuenresntratneratnonone $ 100 8 077 $ 197 §$ 119 §$ 133
Earnings per share (EPS)—diluted;
Fmp?ouimﬁngopunimm ................... freaneerianes $ 1008 077 § 18 $ 117 § 100
From discontinued operations © .., .. Cerettreeaineneatiranrens — — 0.07 0.01 0.31
EPSdiluted ...........ccovvnmnnnn. Cherreriaaiieieas N $ 100 $ 077 §$ 196 § 118 $§ 131
Dividends declared per common share .......... Ceemrratasteneienny ;;‘0.8(}0 $ 0795 $ 0.775 w $=21§2

(1) 2007 includes & $14.3 million gain on the 2005 sale of merchant power projects after reaching a favorable conclusion with taxing authorities.
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Item 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINAN
CIAL CONDITIONS AND RESULTS OF

This Management’s Discussion & Analysis contains forward-looking statements, which are subject to the inherent
wmdmk:hwadicﬁngﬁunmmwwmmdcwmmydwirmmuyﬁmﬁﬁcﬁmsﬂ
mmmwmwcmmmmMw&mm&mbww:wm:wﬁﬁm'%mw.
e:uv.pfasmcybem‘quwdbth. Mﬁmmmmmnmmmmkwumwm,
liquidity and financing requirements, projected operating resuits, future environmental matvers, and regulatory and other plans.
di:cmdudcr“mi‘m” 30 ifer mtarially from those prct inhese o

TECO Eneryy, Inc. is a holding company, and all of itz business is conducted through its subsidiaries. In this Management's
Discussion & Analysis, “we,” “our,” “ours” and “us” refer to TECO Energy, Inc. and its consolidated group of companies,
sunless the context otherwise requires.

OVERVIEW

We are an energy-related holding compeny with four businesses consisting of regulated electric and gas utility operations in
MTWMMWWWMS).MMy;MOCM.MMMWwM
facilities in the Central Appalachian coal production region; and TECO Guatemala, which is engaged in electric power generation
and distribution and energy-related businesses in Guatemala,

Qur regulated utility companies, Tampa Electric and PGS, operate in the Florida market. Tampa Electric serves almost
667,000 retail customers in a 2,000 square mile service area in West Ceatral Florida and has electric generating plants with a
winter peak generating capacity of 4,719 megawatts. PGS, Florida's largest gas distribution utility, serves more than 334,000
residential, commercial, industrial and electric power generating customers {n all of the major metropolitan areas of the state, with
a total natural gas throughput of more than 1.4 billion therms in 2009,

We also have two unregulated companies. TECO Caal, through its subsidiaries, operates surface and underground mines and
related coal processing facilities in eastern Kentucky and southwestem Virginia, producing metaliurgical-grade and high-quality
steam coals. Sales in 2009 were 8.7 million tons. TECO Guatemala, through its subsidiaries, owns a coal-fired generating facility
and has a 96% ownership interest in an oil-fired peaking power generating plant, both under long-term contracts with a regulated
distribution wtility in Guatemala. It also has & 24% ownership interest in Guatemala’s largest distribution utility, Empresa Eléctrica
de Guatemals (EEGSA), and in affilisted compenies (in combination called DECA II), which provide, among other things,
electricity transmission services, wholesale power sales to unregulated electric customers and engineering services.

In December 2007, we sold TECO Transport, a dry-bulk shipping company that had been a part of our business mix for many
years. We used the cash from this sale to further our most important cash priorities, investing in our Florida utilities and reducing
parent company debt. The sale of TECO Transport aliowed us to accelerate the retirement of parent debt, improve our balance

We have reduced parent and parent-guaranteed debt from a peak level of $2.7 billion in 2002 to $1.3 billion at the end of
2009, This debt was incurred in connection with a series of major investments in unregulated domestic power generation facilities
outside Fiorids in snticipation of a movement toward competitive energy. The investments were ultimately wnsuccessfol and
resulted in substantial losses when we exited this business segment in 2004 and 2005.

2009 PERFORMANCE
All amounts included in this Management's Discussion & Analysis are afier tax, unless otherwise noted.

In 2009, our net income and carnings per share attributable to TECO Energy were $213.9 million or $1.00 per share,
compared to $162.4 million or $0.77 per share in 2008. Net income in 2009 included $15.8 million of restructuring charges, a $5.2
million write-off of project development costs st Tampa Electric, primarily related to the Polk Unit 6 IGCC plant, a $3.8 million
foss on student loan securities held st TECO Energy, and an $8.7 million net gain on the sale of TECO Guatemala’s 16.5% interest
in the Central American fiber optic telecommimications provider, Navega.

Our non-GAAP resulis in 2009, which exchude the charges and gains discussed above, were $1.08 on a per share basis,
compared to $0.87 in 2008 (see the 2009 and 2008 Reconciliation of GAAP net income from continuing operations to
non-GAAP results tables). Our results in 2009 reflect the benefits of higher base rates at Tampa Electric and PGS effective in
2009, and improved margins at TECO Coal as a result of higher selling prices. At TECO Guatemala, results reflect the impact of
extended unplanned outages at the San José Power Station in the first half of 2009, the negative impact of lower Value Added
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Distribution (VAD) tariffs st EEGSA, the Guatemalan distribution utility, and lower net income from the gulated affiliated
mmbdmmﬁeuieomeahﬂwﬁmgum(wememcowm). o

In 2008, our net income and eamnings per share attributable to TECO Energy were $162.4 million or $0.77 share,
Wm“llﬁluﬁﬂjmorﬂ.ﬂpershminw.Nahmhmmw:&l.Gmmemmf?mdwmﬁe
WofmhmpmemﬁmGW;aSlQmﬂﬁmeimdwﬁhanmhmmmem
MMWWWMmaMMMEMMMMdTWM'SW
mmmmmmmmusmdmnjmmmmmmapm
related to the sale of TECO Transport.

Onrmn-GAAPmuluinm.yhkhududemwmmmemapummmw.ﬂw
share, compared to $1.07 in 2007, which excluded charges, gains and the benefits from the production of synthetic fuel (see the
MMWW&GM&WMMWNWM&M}WM&
mmmmmrmmammmwmmmmmchOMo&w
MmeMWMWmM:NSMWOGW(M:&mm&
repatriation of cash and imvestments), and lower parent interest expense as a result of our debt retirement actions.

Net income attributable to TECO Energy in 2007 included the $149.4 million gain from the sale of TECO Transport, $16.3
million of costs related to the sale of TECO Transport, and $20.2 million of charges related to debt extinguishment/exchange
transactions. TECO Transport and the production of synthetic fuel contributed $34.0 million and $52.6 million, respectively, or
$0.41 per share collectively, to 2007 net income. In 2007, net income refiected a $14.3 million tax benefit recorded in discontinued
operations related to the 2005 disposition of the Union and Gila River merchant power plants.

In 2009, we focused on concluding the base rate proceedings at both utilities and completion of peaking generation capacity
dﬂiﬁmundnﬂlmloadingfncﬁmuTmpa.Mc.anulym,mmmdmmnhgaaimnupmofwmponse

maintain a lean and efficient organization. We restructured the organization to establish a single management team over the electric
and gas divisions of Tampa Electric Company, and integrated operating snd support functions. These actions have reduced our
expected 2010 operations and maintenance expenses to slightly above 2008 levels, and are expected to largely offset the effects of
lower growth than expected at the time of the base rate filing.

We remain focused on supporting the growth of Tampa Electric and strengthening its capital structure through equity
contributions from TECO Energy to Tampa Electric. Tampa Electric has ongoing capital requirements associated with reliably and
efficiently serving its customer base. To accamplish our objectives of suppotting Tampa Electric’s growth and reducing parent
debt, in 2007 we compieted the sale of TECO Transport for $405 million of gross proceeds. The sale allowed us to accelerate the
retirement in 2007 of almost $300 million of parent debt and $111 million of parent-gusranteed debt. The accelerated debt
retirement allowed us 10 deploy cesh generated in 2008 to investment in Tampa Electric that otherwise would have been applied to

debt reduction.

OUTLOOK

We remain focused on our long-term goal of investing in and growing our Florida utility businesses, while generating cash
and carnings from our other energy-related businesses, TECO Coal and TECO Guatemala. Continued reduction of parent debt that
remains from the unsuccessful merchant power investments made early in the last decade remains a priority as well.

Important factors in our 2010 results will be the individual operating company factors discussed below.

Tampa Electric and PGS are under a single management team with new organizational structures following the restructuring
actions taken in the third qusater of 2009. These actions have reduced expected operations snd maintenance expenses, excluding all
FPSC approved recovery clanses, in 2010 to approximately 2008 levels to offset the approximately $40 million revenue shortfall
that resulted from lower customer and energy sales growth than projected in their base rate cases. These actions are expected to
enable the utilities to earn the authorized returns on equity set in their 2009 rate case decisions.

Tampa Electric and PGS will have the full year benefit of the new base rates approved by the FPSC in 2009, and, effective
Jan. 1, 2010, $25.7 million of rates approved in 2009 related to the five combustion turbines and the rail unloading facilities placed
in service in 2009. The 2010 portion of the base rate revenues effective Jan. 1, 2010 are subject to refund pending the outcome of a
bearing to be heid by the FPSC in 2010 (sce the Regulatory section).

The forecast for Tampa Electric and PGS assumes normal weather for the full year. The outlook and timing for a Florida
economic recovery remains uncertain due to high unemployment and a weak housing market. Some economists are forecasting a
very slow recovery starting about the middie of 2010, while others are forecasting a flst economy for 2010. The forecast used by
Tampa Electric and PGS assumes no recovery in customer growth in 2010 and a slight decline in energy sales dus to lower
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In 2010, customer and therm sales growth at PGS will be impacted by the uncertain timing of economic and housing market
W.mmmwmmwmmmmmnmw
decrease in 2010. Depreciation expense is expected to increase due to normal additions to facilities to serve customers.

TECO Coal expects 2010 net income to increase over 2009 from higher contract selling prices. Total sales are expected to be
in a range between 8.3 and 8.7 million tons in 2010, compared to 8.7 million tons in 2009. This lower level of expected production
is in response to the current world-wide market conditions for steam and metallurgical coal. The full expected sales of all products
are currently contracted at an everage selling price of approximately $75 per ton. In 2010, the sales mix is expected to be closer to
historical averages of one-third specialty coals (metallurgical, pulverized coal injection (PCT) and stoker) and two-thirds utility
steam coal. The fully-loaded, all-in cost of production is expected to be in a range between $65 and $69 per ton driven by lower
diesel fuel costs offset by higher safety roquirements, productivity that reflects the industry-wide trend of increased inspections by
state and federal agencies, and higher royalty costs and severance taxes due to the higher selling prices. Diesel fuel prices have
ng&&mmm&mhwmmdjwinmemmuuven:cpdmsigniﬁmﬂybalowm

TECO Guatemala expects improved operating and financial performance at the San José Power Sttion following the
extended unplanned outeges in 2009, and higher contract capacity payments, which are expecied to increase as the 12-month
rolling average capacity factor imaproves. Due to the uaplanned outages in 2009, the 12-month rolling average contract availability
for San José Power Station fell below the required Jevel, which caused the capacity payments to be reduced. Spot energy sales are
expected to increase due to higher residual (#6 oil) il prices, which is the fuel used by other generators. The dispatch price for
some of the diesel generating resources in Guatemala, which use residual fuel oil, is above the dispatch price for the San José
Power Station, which includes the cost of coal plus & non-fuel variable cost component. TECO Guatemals is currently in talks with
the Guatemalan regulatory authorities reganding the five-year extension of the power sales contract for the Alborada Power Station,
which expires in September 2010. In August 2008, the Guatemalan regulatory body, CNEE, unilaterally reduced the distribution
tariff (VAD) for EEGSA. TECO Guatemala Holdings, LLC has served a Notice of Intent under the Dominican-Republic-Central
America-United States Free Trade Agreement (DR-CAFTA) indicating its intent to file an arbitration claim against the Republic of
Guatemala for damages to its EEGSA partnership interest as a result of the VAD decision. There have been hearings in the
Gustemalan courts on EEGSA’s actions, which have been resolved against EEGSA, and Iberdrola, EEGSA's largest investor, is in
an international arbitration process under the bilateral trade agreement between Spain and Guatemala, but the issue with the VAD
remains unresolved with no firm schedule to resolve this matter (see the TECO Guatemala section). The 2010 outlook for TECO
Guatemala assumes that the VAD issue remains unresolved.

Thesc forecasts are based oa our current assumptions described in each operating compeny discussion, which are subject to
risks and uncertainties (sec the Risk Factors section).

Our priorities for the use of cash remain investment in the utility companies and reduction of parent debt. We expect to make
additional equity contributions to Tampa Electric and PGS in 2010 to support their capital spending programs.

Capital expenditures increased in 2009, primarily at Tampa Electric for equipment to control NO, emissions, peak load
generating capacity expansion, installation of rail coal unloading facilities, compliance with the FPSC-mandated transmission and
improvements to our coal-fired units. We also invested in new mining equipment and continued development of mines &t TECO
Coal. We forecast capital expenditures of $305 million in 2010 at Tampa Electric and to remain at about that leve! for the next
several years, This level of capital spending will allow Tampa Electric to meet generation plant maintenance and the expected
resumption of customer growth. It will also allow for distribution system improvements to provide higher reliability snd for
expansion of its transmission systam. We also plan to invest in modest distribution system expansion at PGS, and normal
maintenance capital and regulatory compliance at TECO Coal in 2010 (see the Liquidity, Capital Resources section). Due to the
slow down in the Florida economy in 2008 and 2009 and a lower near-term growth outiook, this forecast excludes any base load
generating capacity additions, which were previously forecasted for the 2013 period. It also excludes any amounts for investments
in renewable energy sources, which could be required under centain legisiative proposals at the state and federal levels,
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historical comparison purposes.

The table below compares our GAAP net income to our non-GAAP measures. A reconcilistion between GAAP net income
and the two non-GAAP measures is contained in the Reconciliation of GAAP net income from coatinuing operations to
0on-GAAP results tables included for cach year. A non-GAAP financial measure is a numerical measure that includes or excludes
amounts, o is subject to adjustments that have the effect of including or excluding amounts, that are exciuded or included from the
moast directly comparable GAAP measure (see the Non-GAAP Information section).

Results Comparisons

{;‘_l_) 2009 2008 2007
Net income attributable to TECO Energy ....... e eaataeisasaeraenenaatastaettesanaaerarna $2139 $1624 %4132
Net income atiributable to TECO Energy before discontinued operations . ..........c.cocuviuvuan.. 52139 $1624 353989
Non-GAAPresults withsyntheticfuel ..............iiiiiiiiiiiiiiiiiiiiieiiiiiiannnrannes $230.0 $1833 $276.
Non-GAAP results excluding synthetic fuel ........oooiiitiiiiiiiiiiiiiiainniinraciansens $23%.0 $1833 $223.7

In 2009, net income and carnings per share attributable to TECO Energy were $213.9 ar $1.00 per share compared to $162.4
million or $0.77 per share in 2008. In 2007, net income and carnings per share attributable to TECO Energy were $413.2 miillion or
$1.97 per share, which included the gain on the December 2007 sale of TECO Transpoet. Our non-GAAP results in 2009, which
exclude charges and gains, were $230.0 million, or $1.08 on a per share basis, compared to our 2008 non-GAAP results of $183.3
million, or $0.87 on a per share basis. Non-GAAP results in 2007 were $223.7 million or $1.07 on a per-share basis (see the 2009
and 2008 Reconciliation of GAAP net income from continuing operations to noa-GAAP results tables). TECO Transport and
the production of synthetic fuel contributed $34.0 million and $52.6 million, respectively, or $0.41 per share collectively, to 2007
net income. Compared to 2008, our results in 2009 reflected higher earnings at both of the regulated utilities, Tampa Electric and
PGS, and at TECO Coal and lower eamings from TECO Guatemala. In 2009, our net income and eamings per share were reduced
by anet $16.1 million, or $0.08 per share, of charges and gains, primarily related to restrocturing actions and the write-off of
project development costs at Tampe Electric. In 2008 our net income and carnings per share were reduced by $21.6 million and
$0.10 per share, respectively, for income taxes related to the repatristion of cash and investments from TECO Guatemala, of which
$9.6 million was recognized by TECO Guatemala and $12.0 million by TBCO Energy pareat.

F«zum,mmnofmmmmammmmmmm.s.m.mm
and eamnings per share were $413.2 million or $1.97 per share in 2007, and included the $149.4 million gain and the $16.3 million

of costs reiated to the sale of TECO Transport, and $20.2 million of charges related to the debt extinguishment/exchange
transactions in December. Net income and eamings per share attributable to TECO Energy before discontinued
operations were $316.7 million or $1.51 per share in 2007, and reflected a $14.3 million tax benefit recorded in discontinued
operations in the second quarter as & result of reaching a favorable conclusion with taxing authorities related to the 2005 .
disposition of the Union and Gila River merchant power plants. TECO Transport was not classified as a discontinued operation due
to its ongoing contractual relationship with Tampa Blectric for solid fuel waterbome transportation services.

Results in 2007 included a $52.6 million, or $0.25 per share, benefit to earnings from synthetic fuel production (see the
TECO Coal section).
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2009 Earnings Summary
W)EMM 2009 2008 2007
Consolidated revenues .. .... e es ikt aa e r e ae e a et et aa e et e areenaaestaenatn $33105 $3,375.3 §3,536.1
Eun:gs share attributable to TECO
per attril o Energy ..... Crerretercenente Ceeiereanans .. $ 1080 § 077 § 197
Discontinued operations ........ e st aeeaeaiaectananeraatarancaasetantaaasann — — 0.07
Earnings per share attributable to TECO Energy before discontinued operations .............. . $ 108§ 077 $ 190
o e
Earniogs per share-—dilsted
Eunmppashuelmibmbletomom ........ A $ 100 §$ 077 § 19
Discontinted OPErBHONE . ... ...ivuiseeiuneerarenrenrensoancennreneaeonsancrsens — — 0.07
Earnings per share attributable to0 TECO Enesgy before discontinued operations ............... $ 106 $ 077 $ 189
Netincome attributable t0 TECOEDEIZY - ... vnvnvirsnineernenrernanenrnsncenssoncness $ 2139 § 1624 § 4132
Net income from discontinued operstions . . ......c.ooviiiiiieniinnnnrrerneiraneensns — — (14.3)
Charges and (gains) from continuing operations® .. . ... .. ..ccivniiinirneniieinrernennnns 16.1 209 (122.6)
Non-GAAP results with synthetic fuel @ .. ... ... ..0iiiiiiiiin e ireraireaneonsecas 2300 1833 276.3
Synthetic fuel impact® , ., .. A RO o — (52.6)
Non-GAAP results excluding synthetic fuel @ . .. ... ... ... iiiiiiiiiiiinnennnrannnenen $ 300 § 1833 § 2237
Average conimon shares cutstanding
Bagic ......oo0ivinenns G eaaureecaueseaiestrttssacnaans bt arran Cerenasans 2118 210.6 209.1
Diluted ............. Ceaustsvesaareaanns P iaeaas e b benaairtersasanaas 2131 2114 2099

SIS  SSSSSSUETUITT S
(1) See the GAAP 10 non-GAAP reconciliation tables that foliow.

{2) A non-GAAP financial measure is & aumerical messure that includes or excludes amounts, or is subject to adjustments that have the effect of including or
excluding amounts, that are included or excluded from the most directly comparsbie GAAP measure (sce the Nen-GAAP Information section).

The following tables show the specific adjustments made to GAAP net income for ecach segmeat to develop our non-GAAP
results:

2009 Reconciliation of GAAP net income from continuing operations to non-GAAP resuits
Tampa TECO TECO Parent!

Nat income impoct (williens) Electrkc PGS Coul Gustemals Other Tosal
GAAP Net income satributable to TECOEDBEIZY ... o.vvinniveniinanns $160.2 $319 $372 $386 $(54.0) 82139
Restructuring charges ........ccoveininceiiasoroiransssasnesnanns 113 29 - - 1.6 158
Project development cost write-0ff ... .........oiiiaiiiiianiieiiaae 52 - — — — 52
Gainonthe sale of NAVERR . ..o vviiiiiiiiineroinnninncnscneanns . — —_ —_ @n e BN
Charge related to student loan Securities . .. .......vuiviiiniecnainanans —_ — —— o 38 38
Total charges and (RAINS) ........ccnviiironernnrceianoannearennns 16.5 29 8.7) 54 16.1
Non-GAAPrestlts .. ......cciiiiiianincnonsasaseassnnsnrcssnsns $176.7 $34.8 $37 2 $209 $48.6) $2300
TN S T——— TSN TR

2008 Reconciliation of GAAP net income from continuing operations to non-GAAP results
Tampa TECO TBCO Parent/

Net income impact (millions) Electric  FGS Coal Guotemelc Othewr Tosal
GAAP Net income attributable t0 TECOEDSIBY ... .c.ovvvnrnnnrsnnans $1356 $27.1 S$180 $369 §(53.2) S1624
Waterborne transportation dispute settlement . . ... ... viiieiiaeinas 19 - _— — — 19
Final adjustments associated with the sale of TECO Transport recorded at
PRIEDE . i ittt st aar et tasenas — -_ —_— o 26 Q6
Taxes on repatriation of cash and investments from Guatemala ...... cees - — - 9.6 120 216
Total charges snd (g8IN8) ........c..coiiiiiiiiiiiiiiiiiiiiiiianas 19 - o 9.6 94 209
Non-GAAPresults ,.............c.c0n cerereararannes crerannes .. $1375 $27.1 $180 $465 $(45.8) $1833
B — P
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2007 Recancillation of GAAP net income from continuing operations to non-GAAP results

Nch-uﬁ(ﬂuu) Risctric PGS Conl Transport®  Guatemals  Other Total
GAAP Net income attributable to TECO Energy before

discontinued operations .......... Ceerireererranean $150.3 52635 $90.9 $M0 $447 $ 525 $3989
Gain on sale of TECO Transport .......... crenseraaans e _— —_ — —_— (149.4) (1494
Asset held for L — — — on — — on
Costs associated with the sale of 'I‘BCO Trmpm recorded

BParent . ... —_ — -— — — 163 163
Debt extinguishment/exchange ................c00nvnee — — o B o 20.2 202
Totalcharges and (gains) ............c.covenvinnennen, — — B o.n — (1129) (1226
Non-GAAP results with synthetic foel® .. .......... oo 1503 2635 909 243 44.7 604) 2763
Synthetic fuel impact ............ e rraae e, —_ = (526) — — — (526

4 »

Non-GAAP results excluding syntheticfuel * ............ $1503 3265 $383 S$u3 $44.7  $ (604) $2217

{1} Results for TECO Transport include sctivity through Dec. 3, 2007

NON-GAAP INFORMATION

From time to time, in this Management’s Discussion & Analysis of Financial Condition and Results of Operations, we
provide non-GAAP results, which present financial results after elimination of the effects of certain identified gains and charges.
Weummmswuemmdﬁsmmwmuomhmumwmmmm s
opennommuhrourbminmmsy We also believe that it is helpful to present a non-GAAP measure of performance that
clearly reflects the ongoing operations of our business and allows investors to better understand and evaluate the business as it is
umdmmmmmmmmmMMJMmmmMWuaymh
messuring our performance, making decisions that are dependent upon the profitability of our various operating units and in
determining levels of incentive compensation.

The non-GAAP measure of financial performance we use is not a measure of performance under accounting principles
geaenally accepted in the United States and should not be considered an alternative to net income ot other GAAP figures asan
indicator of our financial performance or liquidity. Our non-GAAP presentation of results may not be compaerable to similarly titled
measures used by other companies.

While none of the particular excluded items is expected to recur, there may be adjustments to previously estimated gains or
losses related to the disposition of assets or additional debt extinguishment activities. We recogniza that there may be items that
could be excluded in the future. Even though charges may occur, we believe the non-GAAP measure is important in addition to

GAAP net income for assessing our potential future performance, becanse excluded items are limited to those that we believe are
pot indicative of future performance.

OPERATING RESULTS

This Management’s Discussion & Analysis of Financial Condition and Results of Operations utilizes TECO Energy’s
consolidated financial statements, which have been prepared in accordance with GAAP, and separate non-GAAP measures to
analyze the financial condition of the company. Our reported operating results are affected by a number of critical acconnting
estimates such as those involved in our accounting for regulated activities, asset impairment testing and others (see the Critical
Accounting Policies and Estimates section).
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The following table shows the segment revenues, net income and earnings share contributions from continuing operations
dommmwm.wm(mumxamumw&mmmm

(m)hfnhm 2009 2008 2007
Segment revenues
Regulated cOmpPaBIes ......coovviiivriinnrnersnesnnns Careaerens Tampa Electric $2,1948 $2,0912 $2,1884
Peoples Gas 4708 6884 599.7
Totalregulsted ... ....oviiiiiiinieeanoniiaisrernrerreranennsn $26656 $2,779.6 $2,788.1
Unregulsted cOMPRRIES .........cvvieeiinriinreiinnanenannannns TECO Coal $ 6530 S 5884 § S445
TECO Guatemala 8.3 84 80
TECO Transport (0 —_ — 290.3
Total unregulated ...... i sareeiaetiire et areneaes $ 6613 § 5968 § B42R
Net income ¢
Regulated companies .................. e Crreeen Ceveeaees Tampa Electric $ 1602 $ 1356 $ 1503
Peoples Gas ne 27.1 26.5
Totalregulated ... ... ..c.oiiiiiiiiiniiiiiiiiiiiiiiirranaanennns 192.1 162.7 176.8
Unregulated COMPANIES .......coovniiiviiinenrenncrsnrenronsinans TECO Coal 37a 18.0 92059
TECO Guatemala k¥ 1 369 4.7
TECO Transport @X3 — -— 34.0
Totalunmregulated ..........coviiiiniinncnntesennseoraarencanns 758 549 169.6
Parent/other ..........cc0veiuivriinneiiorersnssesorsoacanaons (54.0) (55.2) 525
Net income attributable to TECO Energy before discontinued
OPETRLIODIS ..o .ovvevvennsennorisnnsoensacessssannsssacasans 2139 1624 3989
Discontinued OpErations .. ... ...coviirieiiiitieiiaiieiaiiiaens — — 14.3
Net income attributable to TECOEDergy .......cocvvviennnanvennnn $ 2139 $ 1624 § 4132
Earnings per share—basic (9
Regulated: S .t iiseaeeat i nasaeae s s renenenen Tampa Blectric $ 076 $ 064 $ 072
Peoples Gas 0.15 0.13 0.13
Totalregulated .. .........coviiviivnieinereacaesssnnonsnosnas 891 0.77 0.85
Unregulsted COMPANIES . ......cvvniitvimcrioarassossrssracsnss TECO Coal .17 0.08 044
TECO Guatemala 0.18 0.18 021
TECO Transpost @) - = 0.16
Totalumregulated ..........ocvvviisevnnninsosronrnsnneesonons 0.35 0.26 0.81
Parent/other .............. fesarererretarrtanane tereercarreeas 0.26) (0.26) 0.24
Eamings attributable to TECO Energy before discontinued operations . .. 106 on 1.90
Discontinued Operstions . . ......oviereriiiiiereriroresnaensiens -— - 0.07
EPSTOtAl . .oovvvnvnnrnanneninnennnns Crersesireretsarenaanas $ 100 8 077 § 197
E R R
Average shares outstanding—basic ..........c.oviiiiiiiiiiiina o, 21L8 2106 209.1
(1) Segment revemaes include y Tansactions that are eliminated in the preparation of TBCO Energy's consolidated financial sistements.

(2) 2007 results for TEOD Transport activities through Dec. 3, 2007,

y
financo costs for 2009 were 7.25% for Jamuary through August sad 7.15% for September through December, Intomally sllocsted finance costs in 2008 and
2007 were st pretax raies of 7.25% wnd 7.5%, respectively, hased on the sverage investment in each unsegulated subsidisry.
(5) Results o2 TECO Transport refiect the $9.7 million benefit in deprecistion expense from not recording deprecistion expense due to its classification as Assets
Held for Sale effoctive Apr. 1, 2007 through Dec. 3, 2007,
(6) The number of shares wsed in the earnings-per-ghate calculations is basic shares.

TAMPA ELECTRIC
Electric Operations Resuits

Net income in 2009 was $160.2 million, compared to $135.6 million in 2008. Tampa Electric's full-year non-GAAP results
were $176.7 million, which excluded $11.3 million of restructuring charges and the $5.2 million write-off of project development
costs primarily related to the Polk Unit 6 IGCC plant, compared to non-GAAP results of $137.5 million in 2008, which excluded
the $1.9 million waterborne transportation settlement (see the 2009 and 2008 Reconciliation of GAAP net income from

continuing operations to non-GAAP results table).
k14
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Tampa Electric effective May 7, 2009. In the 2009 full-year period, there was no reduction in net income due to the waterborne
transportation disatiowance for the transportation of solid fuel, compared to an $8.9 million reduction in the 2008 period.

mm«mmmmmyomwmmwmmmmme.
deprecistion, property tax and interest expense. Results reflect 1.1% lower retail energy sales in 2009, primarily due to lower sales
to commercial and industrial customers s a result of the weak Florida sconomy, and voluntary conservation by residential
customers, which we believe was in response to the generally weaker economic conditions. Off-system sales declined due to lower
state-wide demand. Total heating and cooling degree days were 4% above normal and 10% above 2008 levels. The average
number of retail customers decreased 0.1% for the year.

In 2009, exciuding all FPSC-approved cost recovery clause-related expenses, restructuring charges and the Polk 6 write-off,
operations and maintenance expense increased $8.7 million, compared to 2008, primarily due to $2.1 million higher spending on
generating unit maintenance and repairs, $1.7 million higher expenses to operate the distribution system, $3.0 million higher
employee-related expeases, and $0.4 million higher bad debt expense. These increases were partially offset by savings in saiaries
and other benefits as a result of the restructuring actions taken in 2009. Depreciation and amortization expense increased $9.1
million refiecting additional facilities to serve customers. Interest expense increased due to higher long-term debt balances, and
interest income decreased due to lower interest rates on lower under-recovered fuel balances. Net income also included $9.3
million of AFUDC-equity related to the construction of the peaking genertion units, rail coal unloading facilities and the
installation of NO, pollution control equipment, compared to $6.3 million in 2008,

In 2008, net income was $135.6 million, compared to $150.3 million in 2007. Tampa Electric's 2008 non-GA AP resuits were
$137.5 million, which excluded a $1.9 million charge related to the settlement with the FPSC related to a dispute that arose in 2008
over the calculation of Tampa Electric’s waterborne transportation disallowance over its five-year life (see the 2088
Reconcilintion of GAAP net income from continuing operations to non-GAAP resuits table). These results were driven
primarily by lower retail energy sales, higher depreciation, lower interest income and higher interest expense, partially offset by
higher earnings on emissions control equipment recovered through the Environmental Cost Recovery Clause (ECRC) (see the
Environmental Compliance section), and slightly lower operation and maintenance and property tax expense. These results
reflect retail energy sales 2.8% lower than in 2007. The aversge number of retail customers increased 0.1% for the year, which was
significantly lower than in prior years, as a result of the slowdown in the Florida economy and housing market. Total heating and
cooling degree days were 5% below normal and 8% below 2007 levels,

In 2008, excluding all FPSC-approved cost recovery cianse-related expenses, operation and maintenance expense decreased
$0.8 million, compared to 2007, primarily due to $4.0 million higher spending on generating unit maintenance and repairs and $0.8
million higher bad-debt expease, more than offset by $4.2 million lower employee-relsted expenses and other smaller cost
reductions totaling $0.6 million in aggregate. Mmmdemand%?mﬂﬁmuﬂewngaﬂjmwmty
valuations agreed to with taxing suthorities. Depreciation and amortization expense increased $4.3 million reflecting additional
facilities to serve customers, Interest expense increased $1.5 million due to higher interest rates, and interest income decreased $2.9
million dve to lower under-recovered fuel balances. Net income also included $6.3 million of AFUDC-equity related to the
construction of the peaking generation units and the installation of NO, pollution control equipment, compared to $4.5 million in
2007.

Base Rates
Bmdbwmwmmwmmmmgmwammmrm

Electric's 13-moath average regulatory ROE was 8.7% at the end of 2008, and 9.2% at the end of 2009. We made cash equity

contributions totaling $292 million to Tampa Electric to strengthen its capital structure and to support its capital program in 2008.

Dee to the significant decline in ROE, Tampa Electric filed for a $228 million base rate increase in August 2008. In March
2009, the FPSC awarded a $104 million higher revenne requirements effective in May 2009 that authorized an ROE mid-point of
11.25%, 54.0% equity in the capital structure, and 2009 13-month average rate base of $3.4 billion. A component of that decision
was & $34 million 2010 base rate increase associated with the five peaking combustion turbines (CTs) and the solid-fuel rail
unloading facilities at the Big Bend Power Station scheduled to enter service before the end of 2009.

In July, in response to & motion for reconsideration, the FPSC determined that adjustments to the capital structure used to
calculate the new rates should have been calculated over all sources of capital rather than only investor sources. This change
* resulted in $9.3 million higher revenue requirements in 2009. At the same time the FPSC voted to reject the intervenaes’ joint
tmotion requesting reconsideration of the 2010 postion of base rates approved in 2009,

In September 2009, the intervenors filed a joint appeal to the Florida Supreme Court related to the FPSC's decision to reject
their motion for reconsideration of the 2010 portion of base rates approved in 2009. The FPSC and Tampa Electric will oppose this
appeal. The intervenors filed appellate briefs on Feb, 24, 2010. There is no specific time frame for a resolution.
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In December 2009, the FPSC approved Tampa Electric’s petition requesting that the proposed rates to support the CTs and
rail unloading facilities be put into effect Jan. 1, 2010, At that time, the FPSC determined that, based oa its staff audit of the actual
costs incurred, the 2010 portion of the base rates approved in 2009 should be reduced by $8.3 million to $25.7 million, subject to
refund. A regulatory procoeding will be beld during 2010 regarding the continuing need for the CTs, the appropriate amount to be
recovered and the resulting rates. Pending final FPSC approval, the hearing is tentatively set for the first week of September.

Summary of Opersting Results
(miltions) 2000 %Change 2008 %Chamge 2007
REVENUES .. ....vniiiiiiiiciersinnersnernncnsnsnnannssnsoncesvne $2,1948 50 320812 (44) 52,1884
Other opersting expenses .............o0n00s Crersicerserasvses 2447 17.8 207.7 ©.3) 2084
Maintenance . .......contiiiiiiiiieiiintiretritonaererarsens 1234 62 1162 63 1093
Deprocistion . . ... ..ciiiiiiiiiiitii ittt e i 2004 8.0 185.6 39 178.6
Taxes, Other than IDCOMe .. ..oivvenriieirerennnranrecnsennsoee 1449 6.2 136.5 (2.8) 1404
Restructuring COBtS . ... oviivinnvereieeanseaarerosonananeenns 184 _— — — —
Non-fuel operating expenses ........ccoiveevivrnvecivonncnnnss 7318 133 646.0 1.5 636.7
S U m3 127 8194 (13.6) 9479
Purchased POWET .......ccovuiiiincinnoranannas Ceerenraneanaaan 1776 (41.8) 3054 12.3 2719
Total fuelexpenss ...........ccoivvninnnnes Cehreersraenans 1,100.9 .1) 1,148 78 12198
Total OPErating eXPEOSEs .....ovviiierirrnnnrsrvsrrorrrrsnanes 1,532.7 35 1,770.8 (4.6) 18565
Opersting iCOME . ... ...viinreiiiearnosrartocseosnsssssassosasans a1 13.0 3204 (3.5) 3319
APUDC eQUILY . ..o oivvineiicrannsisnenseeassssssrsscssssnasns 93 476 63 400 4.5
NEtINCOME .. ... iinvvneinneravnerssersessnsresnssrssescsons ... $ 1662 181 § 1356 (9.8) § 1503
E — b A ——— R———
Megawatt-Hour Sales (thousands)
Residential ........c0inviiniviiiienenieriorrsrscsnetonassnasasss 8,667 14 8,546 a7 8,871
Commercial ... .iiiiinrnr ittt ittt ertiar s 6274 0) 6,399 2.2 6,542
Industrial . ..... it i it it 1,998 ©.5) 2,205 (6.8) 2,366
L€ P 1539 — 1,840 4.9 1,754
Totalretail ... ittt ittt it i e e 18,778 (L.1) 18,990 (2.8) 19,533
Sales forresale ... .......ihiiiiiiiiia i iy 40 (50.2) 884 23) 905
L Ty 19,215 3.3 19,874 (2.8) 20,438
ST—— b Eoo e g — —
Retail customers-thousands (average) ...... Ce i eseensraenseananan 666.7 (0.1) 6673 0.1 666.4
Operating Revenues
In 2009 retail megawatt hour sales declined 1.1% primarily due to lower sales to commercial and industrial customers as a

result of the weak Florida economy, and voluntary conservation by residential customers, which we believe was in response to the
generally weaker economic conditions. Off-system sales declined due to lower state-wide denend. Total heating and cooling
degree days wers 4% above normal and 109% above 2008 levels. The average number of retail customers decreased 0.1% for the
year. Pretax base revenues increased approximately $72 million in 2009 from the higher base rates approved by the FPSC, which
were effective in May 2009.

In 2008, retail megawatt-hour sales declined 2.8%, which resulted in a $19.0 million reduction in base revenue, due to milder
than normal westher and voluntary conservation by customers, which we believe to be in response to the generally weaker
economic conditions. Total heating and cooling degree days were 5% belotw normal and 8% below 2007 levels.

For the past three years, weather-normalized energy consumption per residential customer declined due to the combined
effects of voluntery conservation efforts, residential vacancies and changes in applisnce efficiency. It is now apparent that some of
the robust residential customer growth in the 2005 through mid-2007 period, which was measured by new meter instaliations, was
actually vacant residences with minimal energy usage. The average number of residential customers with minimal usage was
approximately 8% of total residential customers in both 2009 and 2008.

Electricity sales to the phosphate industry decreased 6.5% in 2009, following a 7.7% decrease in 2008. The decline in sales to
phosphate customers was partially attributable to planned outages at their production facilities as the prodocers managed their
product inventory levels during the economic downturn. Base revenues from phosphate sales represented less than 3% of base
revenues in 2009 and less than 2% in 2008. Sales to commercial customers decreased 2.0% in 2009, reflecting the weaker local

economy.
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memmmmmmummmmmmmcwdﬁummmy
clapse. In March 2009, Tampa Electric filed to lower the fuel component of the customer’s bill due to an over recovery of fuel
costs in 2008 and projected lower fuel costs in 2009, The March 2009 decrease was due to an over-recovery of fuel costs in the
quﬁmmwwnmwmmmmmlyfamlwafamfummmwmmfw
the remainder of 2009 (see the Regulation section

Energy sold to other utilitics for ressle decreased 50.2% in 2009 primarily due to lower energy demand state-wide and to
lower natural mwmamm.wmmestm&wwmm&eMm
fotmofwgyfonpotuhs Energy sold to other utilities for resale decreased 2.3% in 2008, due to lower coal unit availability in
the first six months of the year.

Customer and Energy Sales Growth Forecast

The outlook and timing for & Florida economic recovery remains uncertain due to high unemployment and the weak housing
market. Some ecanomists are forecasting a very slow recovery starting about the middle of 2010, while others are forecasting a flat
economy for 2010, The forecast used by Tampa Electric reflects no customer growth in 2010 and a slight decline in energy sales
due to lower customer usage in response to the continued weak economy. The actual average number of customers declined 0.19%
in 2009. There was an increase in the average number of customers in the fourth quarter of 2009, the first such increase in 18
months. Actual average 2008 customer growth was 0.1% reflecting customer growth early in the year that was partially offset by a
decline in the number of customers in the last quarter. Until unemployment starts to decline and the economy snd housing markets
mm}impwa,awiﬂbed;ﬂiwkmfam%mmdmhudwuhsgmwthwﬂlmnme(m&ekhk!‘m
section

Longer-term, assuming an economic recovery, and that growth from population increases and business expansion will resume,
Tampa Electric expects average annual customer growth to retum to & level of nearly 1.5% and weather-normalized average retail
energy sales growth at about that same level in the 2011 or 2012 time frame. This energy sales growth projection is lower than
previous projections, reflecting changes in usage patterns and changes in population trends. Tampa Electric forecasts that summer
retail peak demand growth will be minimal over the next three years, but peak load growth will resume after 2013, These growth
projections sssume a resumption'of local area economic growth, normal weather, a slow recovery in the housing market over time,
and a continuation of the current energy market structure.

The econony in Tampa Electric’s service area contracted in 2009 and 2008 after modest growth in 2007, Initially, the
contraction was ceatered in housing and related industries, but spread to the general economy later in 2007, The Tampa
metropolitan area’s employment decreased 5.1% in 2009 following & 2.7% decrease in 2008. This level of job loss is greater than
mmmn«mmmemmmploymmMmlz4ﬁuywﬂdm compared with 8.3% at
the end of 2008 and 4.7% in December 2007. The Tampa area year-end 2009 unemployment rate was higher than the 11.8%
unemployment rate for the state of Florida and higher than the 10.0% for the nation, which is contrary to the trends experienced in
previous economic siowdowns. The more severe downturm in the Tampa area and Florida was initially driven by the sharp
downtum in construction activity following the boom in the 2005 and 2006 periods, which has since spread to other housing-
related businesses and the economy in general.

Az in many areas of the country, the housing market in Tampa Electric’s service area remained weak in 2009 with declining
home prices for much of the year and a high number of foreciosures. This trend was a continuation of the weak housing markets of
2008 snd 2007 initially driven by excess builder inventory, the curtailment of speculative investing and sub-prime mortgage issues,
and more receatly by high unemployment and the tight mortgage lending markets.

In the second half of 2009 there wese some positive signals from the housing market in the form of increased sales of existing
homes, increases in existing home resaie prices in two of the last four months of 2005 as reported by the Case-Shiller Home Price
Index, and a modest increase in the number of new single family building permits. Economists and real estate associstions indicate
that the housing market is expected to remain weak st least through the first half of 2010 with & recovery possibly starting late in
2010, depending on the timing of a general economic recovery and the sbsorption of excess inventory.

Operating Expenses

Total pretax operating expense increased 3.5% in 2009, driven by higher other operating expenses and maintenance expenses,
Mmumﬁdemmmwmmmwmmm
Excloding all FPSC-approved cost recovery clause-related expenses, restructuring charges and the project development write-off,
mmmwwnvmmmmmmemmmmmt
maintenance sand repairs, higher expenses to operate the distribution system, higher employee-reisted expenses, and slightly higher
bad delt expense, partially offset by savings in salaries and other benefits as & result of the restructuring actions taken in the third
quarter.
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Total pretax operating expense decreased 4.6% in 2008, driven by lower fuel expense and lower taxes other than income,
including lower property taxes and sales-related taxes and lower franchise fees. In 2008, excluding all FPSC-approved cost
recovery clause-related expenses, operation and maintenance expense decreased $0.8 million, compared to 2007, primarily due to
“OWWWMWWWMWBMWBMMMMM@WMMW
by $4.2 million lower employee-related expenses, and $1.4 million of other smaller cost reductions. Property tax expense
decreased $0.7 million, driven by adjustments to property valuations agreed to with taxing authorities,

Tampa Electric expects operation and maintenance expense, excluding fuel and parchased power, to decrease to
approximately 2008 levels in 2010, Exciuding all FPSC approved recovery clauses, the 2010 non-fuel operation and maintenance
expense decrease is expected to be driven by the restructuring actions taken in 2009, and will better match expenditures to 2010
revenues, which reflect the current state of Florida's economy.

In 2009, dep:waﬁoaexpmaeinauaedwl million and taxes other than income were higher due to the peaking combustion
mwmmmmmmemm&mmmwe@mwus

routine plant additions to serve Tampa Electric’s customer base and maintain system relisbility, & full year of depreciation on
combustion turbines that were placed in service st various times in 2009, the addition of solid-fuel rail unloading facilities in late
2009 and a partial year of depreciation on the fourth and final NO, control project, which is expected to enter service in May 2010.

Fuel Prices and Fuel Cost Recovery

In November 2008, the FPSC approved Tampa Electric’s originally requested 2009 fuel rates. The rates included the costs for
natural gas and coal expected in 2009, and the recovery of fuel and purchased power expenses, which were not collected in 2008.
In March 2009, Tampa Electric filed a mid-course cormrection with the FPSC to adjust its projected 2009 fuel and purchased power
costs to reflect the dacline in commodity fuel prices, primarily natural gas. The revised forecast reduced fuel and purchased power
costs by $191 million for 2009, which when combined with $35 million over recovery in Iate 2008, resulted in $226 million lower
projected fuel and purchased power cost. (see the Regulation section).

In November 2009, the FPSC approved cost recovery rates for fuel and purchased power, capacity, environmental and
conservation costs for the period January through December 2010. The rates include the expected cost for natural gas and coal in
2010, the net over recovery of fuel, purchased power and capacity clanse expenses, which were collected in 2009 following the
March adjustment, and the operating cost for and a retumn on the capital invested in the fourth SCR project to enter service at the
Big Bend Power Station as well as the operation and maintenance expense associated with the projects (see the Regulation and
Environmental Compliance sections).

Total fuel cost increased in 2009, due to higher cost for coal partially offset by lower costs for natural gas. Purchased power
decreased in 2009 due to lower natural gas prices, which is the primary fuel used by other generators in Florida. Average delivered
coal and natural gas prices moved in opposite directions in 2009. Natural gas prices decreased 24.6% in 2009 due to storage
inventories above historic averages resulting from lower demand for natural gas from industrial users caused by the economic
mﬁmﬂn@y&bw“wmm;ma Coal costs increased 4.8% in 2009 due to contracts signed
in 2008 for deliveries in 2009 when coal prices were higher. Coal and natural gas prices were $3.05 per million BTU (/mmBTU)
snd $8.00/mmBTU, respectively, in 2009.

Total fuel prices decreased in 2008, but purchased power increased due to lower generation from natural gas fired facilities.
Average delivered coal and natural gas prices increased 13.0% and 11.4%, respectively, to $2.91/mmBTU and $10.61/mmBTU,
respectively, in 2008.

Natural gas futures as traded on the New York Mercantile Exchange (NYMEX) and various forecasts for natural gas prices
indicate that natural gas prices will increase in 2010 from the unusually low 2009 levels. Coal prices, while less volatile, decreased
in 2009 after sharp increases in 2008 and 2007. Coal prices experienced a significant decline in 2009 for spot or as needed
purchases, due to lower demand for coal fired generation of electricity as a result of the economic conditions. Tampa Electric’s
primary coal supplies are from the Hlinoiz Basin, which experienced an upward movement in prices in 2008 but not of the same
magnitude s prices in the Central Appalachian coal producing region. Tampa Electric’s coal prices are expected to remain stable
in 2010 due to longer-term supply contracts signed in 2008.

Energy Supply

On a retail energy supply basis, Tmﬂhwnmmdfu%% 94% and 93% of the total retail energy sales in
2009, 2008 and 2007, respectively, with the remainder of the energy supplied by purchased power. Purchased power expense
decreased 41.8% due to the pen-unitpmmmdwim purchases as a result of lower natural gas prices and lower
wlmmhudumﬂyduelwlmdemndmdmpowdm-ﬁudmwuhbﬂnydmmzmhgb—lodmmmrperiod.
Purchased power expense is expected to decrease in 2010 due to a lower volume of purchases driven by only one planned outage
for the final SCR installation compared to multiple SCR outages in 2009,
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Prior to 2003, nearly all of Tampa Electric's generation was from coal. Starting in April 2003, the mix started to shift with
increased use of natural gas at the Bayside Power Station, which was converted from the coal-fired Gannon Station. In 2009, at
times it was more cost effective to generate eloctricity from natural gas than from coal due to the low natural gas prices.
NwmmmnupmdmmﬁnumWMMhﬁomeMsﬁwlmixduemthebmlo‘dunksuﬂlc
Big Bend Power Station and the coal gasification unit, Polk Unit One. In 2010, the final Big Bend Power Station coal-fired unit
will undergo an extensive outage to complete the construction of the NO, control equipment (see the Environmental
section), which is expected to reduce the generation from coal from that unit. Anticipated higher natural gas prices in 2010 are
expected to increase the use of coal for generation.

Hurricane Sterm Hardening

Dmmemﬁwmmwﬁnwfmh&smummmmmmummm
customers experienced throughout the state, in 2006 the FPSC initiated proceedings to explore methods of designing and building
transmission and distribution systems that would minimize long-termn outages and restoration costs related to severe weather.

The FPSC subsequently issued an order requiring all investor owned utilities (IOUs) to implement a 10-point storm
preparedness plan designed to improve the statewide electric infrastracture to better withstand severe storms and expedite recovery
from future storms. Tampa Electric implemented its plan in 2007 and estimates the average noa-fuel operation and maintenance
expense of this plan to be approximately $20 million annually for the foresceable future.

The FPSC also modified its rule regarding the design standards for new and replacement transmission and distribution line
mmmmmmmsmmmmmmmumm
program are expected to average more than $20 million annually for the foresceable future (see the Reguiation section).

Capital Spending

For the past several years, m%cmhnmawmm&mmwwymem
customer base and for peaking capacity additions. In addition to the capital spending to comply with the storm
hardening plan described above, mmmmmmmmmmvmmmmmmmm
system to improve reliability uce customer outages, and for generating unit reliability.

Due to the dramatic slowdown in the Florida and national economies and the Florida housing market in 2008 and 2009,
Tampa Electric has reassessed its forecast of long-term energy demand and sales growth, Tampa Electric had previously identified
& need for new baseload capacity in early 2013; however, the current capital forecast reflects a deferral of construction of new
baseload or peaking capacity this forecast period. If growth resumes and demand increases above the current projections,
Tampa Electric may require capacity in the 2013 time frame. Tampa Electric may seek to purchase power rather than build
mmmwmummu.mmmwmmwmw“m(mﬂwww

and Regulation sections).

Pending action by the Florida Legisiature on a Floriia renewable energy partfolio standard (RPS), the need for additional
capita! spending on renewable sources is likely but not yet defined (see the Enviroumental Compliance section).
Depending on the final rules, the Jegislature may enact in the 2010 legislative session, Tampa Electric may need to invest
capital to develop additional sources of renewsble power generation.

PEOPLES GAS (PGS)
Opersting Results

PGS reported net income of $31.9 million in 2009, compared to $27.1 million in 2008. Noa-GAAP results, which exclude
$2.9 million of restructuring chatges, were $34.8 million in 2009 (sce the 2089 Reconciliation of GAAP net Income from

continuing operations AAP results table). There were no non-GAAP adjustments to the 2008 period. The higher 2009
results reflect a $4.0 million favorable adjustment to previously recorded deferred tax balances, and the new base rates effective in
June, partially offset by higher non-fuel operations and maintenance expenses and depreciation. Results reflect a 0.2% lower
WmﬁmmmmWMwwmmmh&nqmdm
compared to the very mild winter weather in 2008. Sales to commercial customers increased, due to several higher volume new
customers and conversion of propane custorers to natural gas. Lower sales volumes to industrial customers refiected economic
conditions and reduced operations by industries sensitive to the housing market, such as cement plants. Gas transported for power
generation customers increased aver 2008 due to lower natural gas prices, which made it a more economical genersting fuel
choice. Excluding restructuring charges, non-fuel operations and maintenance expease increased in 2009 compared to 2008 when
operations und maintenance expense was reduced by & $1.5 million benefit from the recognition of environmental remediation
insurance recoveries and a $0.9 million benefit related to the completion of pipeline installations for power generation customers.
PGS experienced higher pipeline integrity costs and higher deprecistion expense in 2009 due to routine plant additions.
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132009 the total throughput for PGS was 1.4 billion therms. Industrial and power generation customers consumed
50% of PGS’ mwmmmmmwmyms approximately 19% was sokl
off-system, and the balance was consumed by residential customers.

PGS repotted net income of $27.1 million in 2008, compared to $26.5 million in 2007. Results reflected higher volames for
weather-sensitive residential Mmﬂm@mwmmwmmunmmpuﬁmofm
in the fourth quarter, which than offset mild weather carlier in the year. Higher volumes transported for industrial customers
and higher volumes for off-system sales offset lower volumes for power generstion customers. Average customer growth of 0.2%
was a result of the continued Florida housing market. Therm sales to industrial customers increased due to two new
customers with significant but at lower transportation rates, which partially offset lower volumes for other customers due to

overall weak economy, which sales to customess such as restaurants and walltboard, asphalt and concrete producers.
Results also reflect a $1.5 million benefit from the recognition of environmental remediation insurance recoveries, and & $0.9
million benefit related to the completion of pipeline installations for a power generation customer.

In 2008, the total it for PGS was 1.4 billion therms. Industrial and power generation customers consumed
approximately 45% of PGS’ therm volume, commercial customers used spproximately 26%, approximately 23% was sold

off-sym.mdmebalmcewummmedbymxdemdcustom

Residential operations were ahout 30% of total reveaues in 2009 due to lower natural gas prices. New residential construction
wmlmmmmwmammmmmumwdemmmmm
market. Like most other natral gas distribution utilities, PGS is adjusting to Jower per-customer usage due to improving sppliance
efficiency. As customers replace existing gas appliances with newer, more efficient models, per-customer usage tends to decline.

Natural gas has historically been used in many traditional industrial and commercinl operations throughout Florida, including

production of products such as stecl, giass, ceramic tile and food products. Within the PGS opersting territory, large cogeneration
facilities utilize gas-fired ogy in the production of electric power and steam.

The actual cost of gas and transportation purchased and resold to end-use customers is recovered through a
Purchased Gas Adjustment )mmmmudjmmvbandmamwdbymmcmmﬁy
PGS normally has a lower of under- or over-recovered gas cost variances than Tampa Electric.

Excluding restructuring chaiges, 2009 non-foel operations and maintenance expense increased $3.3 million compared to 2008
levels when operations and mai expense included a $1.5 million benefit from the recognition of environmental .
remediation insurance and a 30.9 million benefit related to the completion of pipeline installations for power generation
customers. Absent the 2008 operations and maintenance expense was essentially unchanged in 2009.

In 2008, excluding costs recovered through the FPSC-approved conservation clause, operation and maintenance expenses
decreased $1.2 million, driven primarily by a benefit to environmental remedistion expenses discussed above and lower employee-
related expenses. Depreciation expense increased $1.1 million due to additions to facilities to serve customers.

Because of lower customer § slower energy sales growth, higher levels of operations and maintenance spending,
continued investment in the di system and higher costs associated with required safety requirements, such as transmission
MWMMWP&S 13-month average regulatory ROE was below the bottom of its allowed

range at the end of 2007 and was 8.7% at the end of 2008,
Due to the significant decline in ROE, PGS filed for a $26.5 million base rate increase in August 2008. In May 2009, the

FPSC swarded a $19.2 million revenue requirements increase that authorized an ROE mid-point of 10.75%, 54.7% equity in the
capital structure, and 2009 13-month average rate buse of $561 million. The new rates were effective Jun. 18, 2009,
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Summary of Operating Resuits
(milliens) ‘ 2009 % Change 2008 % Change 2007
Revenues ................. e earaetereteateet et tatetaana $ 4738 (316) $ 6884 148 $ 5997
Costof gassold ............ isesatsantassasenesanrtsntasrosenncs 2445 (48.7) 4766 222 3899
Operating expenses ......... Cesesseeestateenesanraarrersasonanas 1633 8.6 1503  (©04) 150.9
Operating income . .......... Ceeeetenasntbetenabtetteassaanansanae G0 24 615 44 58.9
Netincome .......ccoviiiinneneiennnnnsnescssesnsnannsonsasanas 3L 17.7 27.1 _Z_:t 26.5
Therms sold—by customer segment
Residential ...........cooiiiiiiiii it iitieineannnnss 735 (1.2) 74.4 6.1 70.1
Commercial ..........viviireiiiinneenecncnrrotrennncnenns sL7 15 3759 13 3709
Industrial .......coiitiiiiiiiiiiiit ittt eaaes 4487 (12.6) 5133 48 489.8
POWEr Beneration ...........c.cvviviniinnnrcconnrecsssansanas 5383 18.2 4556 (34) 471.7
X 14422 1.6 1,419.2 1.2 1,402.5
L —— e —— === e —
Therms sold—by sales type
Systemsupply ......... i et s o (13.1) 457.8 4.6 437.8
.............................................. 1,0442 8.6 9614  (03) 964.7
TOtAl .o iiintrieieeniierataenresrsossoassonnssrsossoasensssass 14422 1.6 1,419.2 1.2 1,402.5
= TR — — e —
Customer (thousands)—average .............c.cce0ieenennencnananns 3344 (0.2) 335.1 0.2 3343
k. TR t———

In Florida, natural gas service is unbundled for non-residential customers that elect this option, affording these customers the
oppmmitympumhuegn any provider. The net result of unbundling is a shift from bundled transportation and commodity
sales to transportation sales, the commodity portion of bundled sales is included in operating revenues at the cost of the
gasonlpns-ﬂ:mghblm. is no net eamings impact to the company when a customer shifts to transportation-only sales.

PGS markets its unbundled gas delivery services to customers through its “NaturalChoice” program. At year end 2009,
approxxmnelylSQOOmnofE!l of PGS’ eligible non-residential customers had elected to take service under this program.

Since early 2008 at the start jof the housing market collapse, customer growth and therm sales growth have been difficult to
forecast, due to the state of the national and Florida economies and the uncertainty of the timing of a recovery in the Florida
housing market. In 2009, PGS a lower average number of customers than in 2008. In 2008, PGS had forecast customer growth
of approximately 1.0%; however, actual customer growth was 0.2%, which is significantly lower than the average customer growth
expermedfa’thepmvmsﬁveym PGS provides service in areas of Florida that experienced some of the most rapid growth in

2005 and 2006, including the Ft. Myers and Naples areas. These areas continue to experience the most significant impacts
of the housing market collapse.

In 2010, customerglovnh d therm sales growth at PGS will be impacted by the uncertain timing of economic and housing
market recoveries. Excluding all -approved cost recovery clause-related expenses, operation and maintenance expense is

expected to decrease in 2010 as a result of the 2009 restructuring. Depreciation expense is expected to increase from continued
capital investments in facilities to reliably serve customers. Base rate relief was granted in 2009, which amounts to $19.2 million
on an annualized basis effective in June 2009.

Since its acquisition by TECO Energy in 1997, PGS has expanded its gas distribution system into areas of Florida not
previously served by natural gas, such as the lower southwest coast in the Ft. Myers and Naples aroas and the northeast coast in the
Jacksonville area. In 2010, PGS ¢ its capital spending to support modest system expansion in anticipation that the Florida
housing market will recover over|the next several years. Over time, PGS expects customer additions and related revenues to
increase, assuming an economic and housing market recovery throughout the state of Florida, and other factors (see the Risk
Factors section).

Gas Supplies

PGSpmhmguﬁmvurﬁommhmdepm&ngmmeuedsofmanemmdehvudmmPGs
distribution system through three ‘mmmhmmwhthGShnmuwdﬁm&mspammmfadwmbyPGs
to its customers.

Gas is delivered by the mmmymwwmmm)mgm&
operating divisions. In addition, S‘hcksonvdleDmmmneumgudchvendbydnSouhGeaguNMGnCompmy
plpehnethmughtwogmmmslomdnudIMOHwksonvﬂle PGS also receives gas delivered by Guifstream Natural Gas

Pipeline through sevea gate
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PGS procures natural gas mpﬂmumhwloduﬂswm—mpﬁymmwﬁmmsm&mﬂmgmmmw
pumes Pﬁcnnggmﬂlyukgstbefmmofmhaavmnblemceblndmpubhahed indices, or a fixed price for the contract

TECO COAL

TECO Coal recorded net income of $37.2 million in 2009, more than double the $18.0 million in 2008, on sales of 8.7 million
tons, compared to sales of 9.3 million tons in 2008. Lower volume and the sales mix in 2009 reflocts coal market conditions, which
included high inventory levels at utility steam coal customers snd reduced demand for coal used in the production of steel. At
almost $72 per ton, the 2009 full-year sversge net per-ton selling price was 20% above the 2008 average selling price. At almost
me?e%aﬂ-inmnlprmmdpmdmwuimmmmmm In 2009, TECO Coal’s effective income
tax rate was 17%

TECO Coal recorded net income of $18.0 million in 2008, compared to $90.9 million in 2007 on sales of 9.3 million tons,
compared to 9.2 million tons, which included 6.0 million tons of synthetic fuel, in 2007. TECO Coal's 2007 Non-GAAP Results
Excluding Synthetic Fuel, which excluded the $52.6 million benefit associated with the production of synthetic fuel, were $38.3
m(mwmwmacmummmmmmmm)

:awmmmpummm,mwmwmm
Due to the signing of steam coal contracts for 2008 delivery during periods of lower prices in 2006

and 2007 and its 2008 metallurgical coal contracts carly in the renewal cycle in Iate 2007, TECO Coal realized lower average
prices pes ton in 2008 than other coal producers realized from contracts signed during the period of very strong coal markets in
2008, The cash cost of production increased 14% in 2008 compared to 2007, driven by diesel il prices that were 42% higher than
2007 prices, higher stx for steel products used in underground mining, higher costs for explosives usad in surface mining

mdmmmmm The cost of production in 2008 also reflected the industry-wide issues

fmmeodsalaa.andnSOG million mmmwdmmMWMmMmmdmaswmm

benefit in 2007 for the troe-up ‘mezoosm.

Net income in 2007 $52.6 million of benefits from the production of synthetic fuel. The tax credit program for the
production of synthetic fuel Dec. 31, 2007.
TECO Coal Outiook ‘

We expect TECO Coal's net income to increase in 2010 over 2009 from higher contract selling prices. TECO Coal expects
sales to be in range between 8.3 d 8.7 million tons. The total expected sales are contracted and priced at an average price of more

than $75 per ton. More than

inspections by state and federal and higher royalty cost and severance taxes due to the higher selling prices, Diesel foel
prices have been hedged for countracts that do not have diesel price adjustments in the contract at average prices below 2009
levels ’

For the past several years, mumofpanﬁtsbytheus Amyc@awmmcmmmmwm
Clean Water Act required for activities in the Central and mining regions have been
challenged in the courts. These have been appealed by various mining companies affected on a number of occasions,

3% of 2010 sales. To date, Mhubeenmmmmtbmpermiu TECO
Conlacutmulypodwng other mines to offset the lost production from the delayed permit.

Coal Markets
Following the rapid increase in coal prices that started Iate in 2007, in the third quarter of 2008, in response to the U.S.
economic recession, the prices for many commeodities, which had previously experienced very sttong and very volatile prices in
2008, started to drop. The decline in commodity prices, including coal, sccelerated in the fourth quarter of 2008 due to the spread
of the U.S. economic recession t0 many other economies around the world. At that time, the U.S, steel industry, which is & large
consumer of metallurgical coal, was reported to be operating at & less than 40% utilization rate. In the first half of 2009, coal
around the world experienced generally depressed demand for their product, which resulted in lower shipments and
lower prices. In the second half of 2009, government economic stimulus actions resulted in very strong demand for metallurgical
coal in China and India. As the interational economies started to emerge from the economic recession in late 2009, demand and
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pmesfurmetnllmgxulomlincmsed. both in the U.S. and in international markets. In February 2010, Coal industry newsletters
WMmmﬁmqmwmuMMMwmmwmmMWmmm

Demand for coal used by utilities to generate electricity declined in 2009 due to the economic recession. Natural gas prices, as
measured on & cent per million BTU basis, being below coal prices allowed utilities to substitute natural gas for coal in the
generation of electricity. Further, demand for electricity, especiaily by industrial users across the country, decreased due to the
recession. As a result, utility stockpiles were significantly above long-term averages, which caused some utilities to defer
contracted tons into future years and to not purchase coal in the spot markets as they normally would. All of these factors caused
prices for wility steam coal, as by reported spot market prices, to drop below $50 per ton for coal from Central
Appalachia in 2009, mnmmm«mmuvels

In 2010, coldwuthetearlymtheyen arecovery in electricity usage by industrial customers, higher natural gas prices, and
thahnpnvingmldeomomymymsemlmeswagﬁnu&mwwdmppﬁw.b\npmhnblymmmenwndhlfdmlo

The significant factors that could influence TECO Coal’s results in 2010 are the cost of production and the ability of
customers to accept their full contracted volumes. Longer-term factors that could influence results include inventories at steam coal
users, weather, the ability to obtain environmental permits for mining operations, general economic conditions, the level of oil and
natural gas prices, commodity price changes that impact the cost of production, and changes in environmental regulations (see the
Eavironmental Complisnce and ml‘msm)

The Alborada Power Station, wﬁcbmimofoﬂ-ﬁw&simpbcychwmbnmmm.inpd-bdﬁdﬁwmm
availability, but operates at a low capacity factor by design. Guatemala is heavily dependent on hydro-electric sources for baseload
power Alborada Station is under contract to EEGSA but it is designated to be an operating reserve for the
country of Guatemala by the u'yspowerdupucher The plant runs at peak times or in times of loss of a major generating unit
or transmission circuit in the

In 2001, EEGSA and Al ] mdhwmw(ﬂn%w)wcmddwmofﬁumwm
contract, which is scheduled to expire in September 2010, for five years at the end of the contract period. At the time of the
execution of the Option (2001), the Guatemalan regulators expressly approved the pass through to the tariff of all costs associated

with the extended term of the however, even though Alborada is in compliance with all of the terms of the Option, the
current Guatemalan regulator has objected to the exteasion citing modifications to regulations passed in 2007. Alborada is
currently in talks with the government to extend this contract term.

In Guaternala, the VAD applicable in the tariffs charged by EEGSA are normally reset for new five-year terms. In the
summer of 2008, the VAD was to be reset in a manner similar to the process utilized in 2003, in accordance with
applicable Guatemalan law. §

On Jul. 25, 2008, &NMMWW(M},&WWM issued a
communication unilaterally disbanding the panel of experts appointed under existing regulations to review and approve the new
VAD. EEGSA expected that the 's action was going to result in increased rates. On Aug. 1, 2008, CNEE issued resolutions
setting new tariff rates for EEGSA, which deviated significantly from the rates calculated consistent with the panel of experts®

The VAD revenues resilting from the new rates are approximately 30% — 40% below the prior level, essentially putting
all of EEGSA’s eamings, in which our subsidiary, TECO Guaterala Holdings, LLC, (TGH) shares, which had previously
averaged about $10 million annually, st risk during the time this tariff remains in effect.

As aresult of these actions, in January 2009, our subsidiary, TGH delivered a Notice of Intent to the Guatemalan government
indicating its intent to file an arbitration claim against the Republic of Guatemala under the DR-CAFTA. TGH continues to
evaluate its options related to a DR-CAFTA filing (sec the Risk Factors section). In the normal course of business, TECO
Guatemala evalusted its $146.7 million investment in DECA I, including associated goodwill at Dec. 31, 2009 and determined
mnlhevaluemuotimmed.Hm,hmd&mgmwnmmmmnnmwAcm
mmum.)uumwmpmmrmmimmmmmm(mnmnmmmcowwm
Statements). ‘
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EEGSA, Iberdrola, EEGSA’s largest investor, and EEGSA's other investors have actively pursued legal and other efforts in
Guatemala to remedy UNEE’s actions which have been resolved against EEGSA. Through Dec. 31, 2009, these efforts had not
resolved the dispute and TGH has until 2011 to initiate a claim under the DR-CAFTA . Iberdrols is in internationsl arbitration
under the bilateral trade treaty }plweh&mﬂwkepublwofﬁmmundme&nmomofm

In 2009, TECO Guatemala’s net income was $38.6 million, compared to $36.9 million in 2008. TECO Guatemala's full-year
2009 non-GAAP results, which exclude the $8.7 million gain on the sale of Navega were $29.9 million, compared to 2008
pon-GAAP results of $46.5 which cxclude $9.6 million of taxes related to the December cash repatriation. Results in 2000
reflect lower results at the San José Power Station due to unplanned outages for much of the first half of the year and lower
capacity payments under the sales contract as a result of lower availsbility due to the unplanned outages, partially offset by a
$1.7 million net insurance recovery related to the unplanned outages. Results also reflect the reduction in the VAD tariff at EEGSA
which reduced 2009 earnings at Guatemals by approximately $5.0 million. The effect of the VAD more than offset the
benefit of 28,000 additional or 2.9% customer growth, higher energy sales, and cost control measures at EEGSA. The
mmmmnm@wmmmmmmmgmm electricity transmission
services, wholesale power sales to anregulated electric customers and eagineering services, decreased due to the loss of the
earnings from the telecommunications service provider, Navega, which was sold in the first quarter of 2009. The 2009 results for
EEGSA and affiliated companies aiso include a $2.5 million benefit related to an adjustment to previously estimated year-end
equitybdms.eompuedtouimilws:i 1 million benefit in 2008,

In 2008, TBCOGumnh‘bnetmcmmSSGSmmmcompuede?menmzom In December 2008, TECO
cmmmmmﬂmnmamumvemuwmcom resulting in additional taxes of $9.6 million. TECO
Guatemala’s full-year 2008 non-GAAP results, which exclude $9.6 million of taxes related to the December 2008 repatriation of
cash, were $46.5 million. The San José Power Station realized increased reveaunss in 2008 from significantly higher prices for spot
energy sales. Revenues from contract energy sales increased due to a scheduled price escalation. Higher operating expenses and
Jower interest income on lower cash balances were esseatially offset by lower interest on project debt. EEGSA had 3.9% customer
growth in 2008, increasing its cu base by 37,000 to over 877,000 at yoar-end. The reduction in the VAD tariff at EEGSA
starting in August 2008 reduced eamings at TECO Guatemals approximately $5.0 million. The 2008 resuits for EEGSA and
affilinted companies also incl 2 33.1 million benefit reiated to an adjustment to previously estimated 2007 income and
year-end equity balances, to a similar $1.9 million benefit in 2007.

bmﬂumwnhtheVAD unresolved. thebmhurmgsmtheduﬂcmhnmmdlbadmh.EFGSA'
is i i ional arbitration process under the bilateral trade agreement between Spain and Guatemala.

In 2001, EEGSA and {a subsidiary of TECO Guat=mala) entered into an agreement (the Option) to extend the term
of the Alborada power sales which is scheduled to expire in September 2010, for five years at the end of the contract
mAtmwdhmdmmmlxmwmmﬂyoppmudthepusm'hmﬂ:e
tariff of all costs associated with the extended term of the contract; however, even though Alborada is in compliance with all of the
terms of the Option, the current Guatemalan regulator has objected to the extension citing modifications to regulations passed in
2007. Alborada is currently in negotiations with the Guatemalan government to extend this contract term as originally intended. If
the term of the contract is not extended in accordance with the Option, the net income from Alborada would be reduced or
clxmnmdmdnnimpurmmdmgeomﬂdbankm

PARENT/OTHER

In 2009, Parent/other cost was $54.0 million, compared to a cost of $55.2 million in 2008. Non-GAAP Parent/other cost was
$48.6 million in 2009, compared to $45.8 million in 2008. Resuits in 2009 reflect a $2.6 million unfavorable valuation adjustment
to foreign tax credits, 2 $1.5 million gain on the sale of a lease, the final asset held in & leveraged lease portfolio, and & $2.6 million
benefit from a sale of property mmmnmmmmnmmdjmsmumﬂy

Parent/other cost was $355.2 million in 2008, compared to net income of $52.5 million in 2007. In 2008 the non-GAAP cost
he non-GAAP cost of $60.4 million in 2007. Non-GAAP costs in 2008 exclude $12.0 million of
ember 2008 repatriation of cash and investmeats from TECO Guatemals and & $2.6 million net
e taxes and previously estimated costs related to the sale of TECO Transport. Non-GAAP costs

e
benefit from adjustments to incox
net gein on the sale of TECO Transport, $16.3 million of charges relatsd to the sale of TECO

in 2007 exclude the $149.4 milli
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Transport, and the $20.2 mnhoummmdwmmmmmvwmmpmmmm(mmmm
2007 Reconciliation of GAAP pet income from continuing operations to non-GAAP results tables). In 2008, interest expense
at TECO Energy Parent and TECO Finunce, combined, declinod $18.5 million reflecting debt retirement actions.

TECO TRANSPORT i

We completed the sale of TECO Transport to an investment group for gross proceeds of $405 million in December 2007. The
sale resulted in a net book gain of $149.4 million, before $16.3 million of transaction related costs recorded at TECO Energy
m&wmmm&mwmmwmmmmwmmwm

mdmmwmmmwmmmmdmmmMmMud
Apr. 1,2007, Netincomeduouabbecj 2007 was $34.0 million and Non-GAAP results were $24.3 million in 2007, including
theSSI?mnmdmmwummm&deAAPMmm(mmeWMﬂdemm
mmmwmmmmuuua)

OTHER ITEMS IMPACTING NET INCOME

Other income (expense)
In 2009, Other income (| )dmamimmmnmmmmmmmmmsmamnmmmmm

sale of Navega, from the Guatemala mwhhhmmmhsqmmvmmdtwﬂsmnmm

retmdtmhealcof\miom' s ‘

M%&Gmﬂhwdmmﬁm&eGWw.memmdfw

AFUDC equity at Tampa which is included in Other income (expense), was $9.3 million, $6.3 million and $4.5
million in 2009, 2008 and 2007, vely. AFUDC is expected to decrease in 2010 due to the completion of the installation of
combustion turbines to meet load capacity needs, the rail unloading facilities at Tampa Electric’s Big Bend Power Station and
for the third NO, control also at Big Bend Power Station (see the Environmental Compliance and Liquidity, Capital Resources
sections). :

Interest Expense i

In 2009, total interest expense was $227.0 miltion compared to $228.9 million in 2008 and $257.8 million in 2007, In 2009,
interest expense was reduced by lower interest rates on floating rate debt and higher AFUDC debt at Tampa Electric, which is a
credit to interest expense. In , interest expense was reduced by the December 2007 retirement of $297 million of TECO

debt and the full-year ﬁtofmherwmummam:nm including the repayment of $300 million of 6.125% notes in
Mayzw'landd:emptymemof 111 million of 5% Dock and Wharf bonds in September 2007, Interest expense also reflects
Tampa Electric Company's of $100 million of 6.10% notes in July 2009 (see the Financing Activity section).

Interest expense is to be higher in 2010 due to higher borrowing levels at Tampa Electric Compaay, less AFUDC-
deb capitalized to construction, and the refinancing of $100 million of low interest rate, floating-rate debt maturing in 2010 (see
the Liquidity, Capital section).

The provision for income inmaedmmmmﬂydmmhmopuﬁnxmmmlyoﬂmbymm
tax credit valustion allowances, lower taxes on cash repatristed from Guatemals, and increased depletion and AFUDC equity. The
provision for income taxes sed in 2008 due to Jower operating income, the termination of the synthetic fuel operations tax

investor income, and the gain recognized on the sale of TECO Transport in 2007. Income tax
expense as a percentage of income from continuing operstions before taxes was 31.6% in 2009, 36.8% in 2008, and 34.9% in 2007.
sffective tax rate to be in the range of 30% to 35%.

¢ taxes, as required by the federal Alternative Minimum Tax rules (AMT), state income taxes
and payments (refunds) related to prior years’ sudits totaled $4.1 million, $6.0 million and ($10.5) million in 2009, 2008 and 2007,
respectively. The 2007 refund was a result of a 2003 and 2004 foreign tax-credit carryback claim.
hmmdmmmmdﬂwﬁmmmmmtheumM(NOL)myfawudﬁum
of the generating assets formeriy held by TWG Merchant, our unregulsted power generation subsidiary which is no
hngeh&ﬂhnhtmwhnxmymmfummmhmudmmnmmlyIO%ofmeAMTmWeexmﬁm
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cash tax payments to be limited to a similar level reduced by AMT foreign tax credits and various state taxes. We currently expect
to utilize these NOLs through 2013, at which time we expect to start using more than $190 million of AMT carry-forward to limit
future cash tax payments for income taxes to the level of AMT. We curreatly project cash tax payments of approximately
$0.5 million in 2010, and less $3 million in 2011 and 2012. We expect 2013 cash payments to increase to $25 million as a
result of having fully utilized the remainder of the NOL.

The tax credit for the jon of synthetic fuel expired at the end of 2007. The credit was determined snnually and was
$0.4103 per million Btu for after phase-out ($1.2509 per million Btu with no phase-out).

mmmmeﬁeadp*mnwm&mmmdemsushownnammdmmﬁmdmmmd
operations.

DISCONTINUED OPERATI

In 2007, net income from tinued operations reflected a $14.3 million tax benefit recorded in discontinued operations in
the second quarter as a result of ing a favorable conclusion with taxing authorities related to the 2005 disposition of the Union
and Gila River merchant power . TECO Transport was not classified as a discontinued operation due to the ongoing
contractual relationship with T Electric for solid fuel waterborne transportation services.

LIQUIDITY AND CAPITAL URCES

‘The table below sets forth the Dec. 31, 2009 consolidated liquidity and cash balances, the cash balances at the operating
companies and TECO Energy t, and amounts available under the TECO Energy/Finance and Tampa Electric Company credit

facilities
; Balances as of Dec. 31, 2009
: Tampa Electric Unregulated
(wiilions) 1 Consolidated Campany Companies  Parest
Credit facilities ..........cccilvieieniiieneiinesoennnseronsesanannns $675.0 $475.0 $— $200.0
Drawn amounts/LCs ... occiihiiitnaaroseerreroccassasactansansssns 62.6 55.7 — 6.9
Availablecreditfacilities ..... . ... ciiiiiiiiiiiiiiiciii it reenaas 6124 4193 -— 193.1
Cash and short-term investments | . .......coocveiieinrronernseciansnsns 46.8 55 194 219
Totalliquidity ..........ooiiliuiiniiiiiiiiiiiiiiinieieernnnnenass $659.2 $4248 $194 $215.0

Consolidated other cash shm-wmmmmumchﬂed3194mnmofcnhnthemgulmdopmngeompmiesfw
normal operations. In addition to cash, as of Dec. 31, 2009 unconsolidated affiliates owned by TECO Guatemala,
), had unrestricted cash balances of $24.1 million, which are not included in the table

In 2009, we met our cash flow needs primarily from a mix of internal sources supplemented with net borrowings of $57.1
million, of which $102.0 million represented notes issued by Tampa Electric Company (see the Financing Activity section). Cash
ﬁomopermonswusm7 m . Other sources of cash included $31.6 million of proceeds from the sale of businesses,

inptaﬂintheﬂn&mlmnbcommmmmidu.Namss.l mll!iqnﬁuntheuleof

In 2008, we met our cash needs primarily from a mix of internal sources and cash on hand at the beginning of the year,
mcludmgcuhhcuoﬂ'shme 'wunpmmdeecambuzoos Wempplemtedﬂuswﬂhnetbammpofﬂ&mlhon,

sumofashinclndednu dmmnmmlmmmmdwhh&emmauofmml cehedgesrehmdw
o nndiZZmﬂhmmeommnockpmeeed&WepuddmdandsmMofSlG9mﬂhm,md

In 2007, cash from operations was $554 million. Other sources of cash in 2007 included $405 million from the sale of TECO
Transport. We used cash to retire $357 million of TECO Energy parent debt at maturity, $111 million of TECO Energy parent-

guaranteed TECO Transport and Wharf bonds at maturity, and $297 million of TECO Energy parent debt prior to maturity,
and the regulated companies short-term borrowings $23 million and repaid $150 million of long-term debt at maturity.
Cash from Operations

In 2009, consolidated cash from operations was $724.7 million, which was positively impacted by $136.6 million
associated with net recoveries of costs, primarily fuel and purchased power, under FPSC-approved recovery clauses. Cash

from operations reflects a $6.7 million contribution to the pension plan in 2009.
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We expect cash from operations in 2010 to be below the 2009 level. Although we expect higher net income in 2010, we
expect the net recoveries under various regulatory clauses to reduce cash from operations. In November 2009, the FPSC approved
clanse rates that provide for refunds to customers of estimated 2009 net over-recoveries of fuel and purchased power over

recovery
the 12 months beginning Jan. 1, 2010 (see the Regulation section).

Cash from Investing A
Olumvestmglcnvmu} mkedmawuwofmhof&&&Smﬂmmciudmgmﬂexmnums%”B

million. We received $29.0 in 2009 representing the proceeds from our ownership interest in the Guatemalan
telecommunications provider, N; wgmbmguuvnymm:homchdedmlunnmmvedptmmyﬁmtheweof

for the next several years to be lower, primarily at Tampa Electric due to the 2009 completion of
spending ines to meet peak load needs and rail unloading facilities for the delivery of coal, and the completion
of the fourth and final NO, control project in 2010. Spending to support customer growth at Tampa Electric and PGS is expected to
be lower for several years due to the weak Florida economy and housing market. The economic recession and reduction in energy
demand statewide has allowed the deferral of certain Central Florida transmission system upgrades (see the Tampa Electric and

Cnpmlxxpadhumms)»

mmmw«-

Owr financing activities in 2009 resulted in net use of cash of $108.6 million. Major items included $102.0 million of proceeds
from Tamps Electric Company’s issuance of notes due in 2018, and the repayment of $38.0 million of short-term debt. We paid
$170.8 million in common dividends, and we received $5.1 million from the sale of common stock from our dividead

Cash and Liquidity Outlook
In general, we target to maintain consolidated liguidity (unrestricted cash on hand plus undrawn credit facilities) of at least
$500 million. At Dec, 31, 2009 our consolidated lguidity was $659.2 million, consisting of $424.8 million at Tampa Electric
Company, $215.0 million at TECO Energy parent and $19.4 million at the other consolidated operating companies. In addition,
MWSMlememwumwwmme

Weapeaowmmofmhmmmwmchﬂemh&omcpaimunkvchbdwm due in large part to lower net

recoveries under varions regulatory clanses in 2010 as described above, partially offset by expected higher net income from the
We plan to use cash generated in 2010 to fund capital spending estimated at $445 million, and for dividends

opamngeompmia
Mm.mammhMMmmmwmdwwﬁmwslmmnmdm
maturing in 2010, |

to utilize cash from operations and equity contributions from us to support its capital
with minimal incremental utilization of its credit facilities. Our credit facilities contain certain
hMWm) Althoughweexpeathenumllwhzumofwmdn

Beyond 2010, our long- debt maturities for TECO Energy parent and TECO Finance total $364 million in 2011, $336
million in 2012, $200 million in 2015 and $300 million in 2017. Although we plan to retire a portion of these maturities with cash
generated internally, because market conditions are currently favorable, on Feb. 22, 2010, we commenced a tender offer to
ultimately refinance up to $300 million of the notes with new notes having longer maturities. Tampa Electric Company has two
series of notes totaling $650 milljon maturing in 2012 and will need to issue replacement debt to fund those maturities. The
WMMWMMWMWyMMOMMMnmEZN&

Our expected cash flow could be affected by variables discussed in the individual operating company sections, such as
mmmwwumww and coal margins. In addition, actual fuel and other regulatory
clanse net recoveries will typically vary from those forecasted; however, the differences are generally recovered within the next
calendar year. It is possible, how Mmfammhmmmﬂasbmfﬂk.ummmwdmgmmn
could cause us to fall short of our liquidity target (sse the Risk Factors section).
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The capital expenditures
contributions from TECO
Company expects to fund its
2007 sale of TECO

poniﬂmdmtonbploypmoftheguhptmnedfot

of significant parent equity
utilization of net operating loas

fedualmdmmminem_

at Tampa Electric Company over the next several years will require additional equity
in order to the capital structure and financial integrity of the utilities. Tampa Electric
needs with a combination of internally generatod cash, and equity contributions from us, The

sllowed us to use proceeds for the carly implementation of parent debt retirement plans and

parent debt retirement in future years to Tampa Electric Company in the form
in 2008. In addition, through 2012, we expect to realize significant cash benefits from the
geaerated in 2004 and 2003 upon the disposition of merchant power assets to reduce

and expect that our cash payment of income taxes in those years will be less than $3 million.

&aMdeﬂmmMﬁMW&mMWm&M&mm
mngsomh&n(m&ﬁhmm) Tt is our intention to continue to improve our financial profile, with a goal of

whumadd:bomlm

. In the unlikely event Tampa Electric Company's ratings were downgraded to below

investment grade, meﬂﬁwwmmmmdmmmfnﬂwummmdm
lisbility positions. If the credit risk related contingent features underlying these derivative instraments were triggered as of Dec. 31,

2009, we could have been

to post additional collateral or settle existing positions with counterparties totaling $37 million,

mwmwymammmmmmmWMp

agreements of Tampa Electric and PGS would give the

transpostation
the rigitt to demand collateral which we estimate to

transportation
be approximately $52 million. None of our credit facilitics or financing agreements has ratings downgrade covenants, which would

require iramediate repayment or

Credit Facilities
AtDec. 31, 2009 and 2008,

.....................

ooooooooooooooo

...............

collateralization; however in the event of & downgrade our interest expense could be higher,

Dec. 31, 2009 Dec. 31, 2008
Credit  Berrewings Md Crodl  Borrewings Md

Faciiles OQuistending'? Outstanding Fociies Outrionding'® Outstending
5-year facility $3250 $55.¢ $0.7 $3250 $— $14
1-year accounts
receivable facility 150.0 —— — 150.0 290 —“-
S-year facility 2000 — 6.9 2000 64.0 7.1

$675.0 $55.0 $76 $675.0 $93.0 $85

1) nmnpm.nmltsmm

Credit facilities, including

commmmfeumpngﬂnm?ﬂméonbniapm

one-year accounts receivable facility which was renewed in February 2010, require
The average interest rates on outstanding notes payable under the

weighted
credit facilities at Dec. 31, MMMMO“%MZGS% respectively.

At Dec. 31, 2009, TECO
date in May 2012. Tampa
addition, Tampa Electric
March 2010. The TECO Fi

had a $200 million bank credit facility in place gnaranteed by TECO Energy with a maturity
Company had a bank credit facility totaling $325 million, also maturing in May 2012.In
m.slwmmmmﬁﬂmwm:mmm

and Tampa Electric Company bank credit facilities include sub-limits for letters of credit of $200

million and $50 million, respectively. At Dec. 31, 2009, the TECO Finance credit facility was ondrawn and $6.9 million of letters
of credit were outstanding. At Dec. 31, 2009, $55.0 million was drawn on the Tampa Electric Company credit facilities and $0.7
miltion of letters of credit were outstanding. These credit facilities have financial covenants as identified in Covenants in

Financing Agreements section.|

At current ratings, TECO F
basis points and 7.0 basis poi

sMWMComynmkmdnmnmmqmmmmtfmdlu
ively, and drawn amounts are charged interest at LIBOR plus 55.0 — 60.0 basis points and

respecti
350 wﬁbuupum.mpee&vely At Dec. 31, 2009, the LIBOR interest rate was 0.23%.

Mcmyandmnmmc«p (TRC), a wholly-owned subsidiary
collaterslized

Tampa
$150 million accounts recei

contributes to TRC all of its vables for the sale of electricity or gas to its customers and related rights.

of Tampa Electric Company, have a

borrowing facility. Under this facility, Tampa Electric Company sells and/or
The receivables are sold

byTlmBlecuichyw C at a discount, which was initiaily 2%. The discount is subject to adjustment for future sales to

mﬂeetehminmhns

rates and collection experience. TRC is consolidated in the financial statements of Tampa

Um;mmm&&wmcm.ymm@msxsommmmmquummofﬂ»mmm

the facility, and TRC secures
acts a8 the servicer to service

th borrowings with a pledge of all of its assets, including the receivables. Tampa Electric Company

collection of the receivables. TRC pays program snd liquidity fees based on Tampa Electric
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Company’s credit ratings, which total 100 basis points under its renewed facility. Interest rates on the borrowings are based on
prevailing asset-backed commercial paper rates, unless such zates are not available from conduit lenders, or under certain
circumstances upon a change of accounting rules applicable to the leaders, in which case the rates will be at an interest rate equal
to, at Tampe Blectric Company’s option, either Citibank’s prime rate (or the federal funds rate plus 50 basis points, if higher) or a
rate based on the London interbank deposit rate (if available) plus & margin. The facility includes the following financial
covenants: (1) at each quarter-end, Tampa Electric Company's debt-to-capital ratio, as defined in the agreement, must not exceed
65%; and (2) certain dilution and delinquency ratios with respect to the receivables (see the Covenants in Finsncing Agreements
section). Tampa Electric Company renewed this facility Feb. 19, 2010 with a Feb. 18, 2011 maturity date.

Covesants in Financing Agreemaents

In order to utilize their respective bank credit facilities, TECO Energy/Finance and Tamps Electric Company must meet
certain financial tests as defined in the applicable agreements (see the Credit Facllities section). In addition, TECO Energy, TECO
Finance, Tampa Electric Company, and other operating companies have certain restrictive covenants in specific agreements and
debt instruments, At Dec. 31, 2009, TECO Energy, TECO Finance, Tampa Electric Company, and the other operating companies
were in compliance with all required financial covenants. The table that follows lists the significant financial covenants and the
performance relative to them at Dec. 31, 2009. Reference is made to the specific agreements and instruments for more details.

TECO Energy Significant Financial Covenants

(millions, unlsss atherwise indicated)
lm Financisl Covennt () Roguirement/Restriction ot Dec. 31, 2009
Tampa Electric Company
PGS senior notes EBIT/interest @ Minimum of 2.0 times 3.2times
Restricted payments Shareholder equity at least $500  $2,104
Funded debt/capital Cannot exceed 65% 49.8%
Sale of assets Less than 20% of total assets %
Credit facility & Debt/capital Cannot cxceed 65% 49.4%
Accounts receivable credit facility Debt/capital Cannot exceed 65% 49.4%
6.25% senior notes Debt/capital Cannot exceed 60% 49.4%
Limit on liens ¢ Cannot exceed $700 $0 liens outstanding
Insurance agroement relating to certain -~ Limit on liens @ Cannot exceed $429 (7.5% of net 30 liens outstanding
poliution bonds assets)
TECO Energy/TECO Finance
Credit facility EBITDA/interest @) Minimum of 2.6 times 3.9 times
TECO Energy floating rate and Restrictions on secured debt ® ®
6.75% notes and TECO Finance
6.75% notes
TECO Diversified .
Coal supply agreement guarantee Dividend restriction Net worth not less than $298
(40% of tangible net assets) $555
(1) As defined in cach applicable

instrument.

(2) EBIT genenily represents eamings before intereat and taxes. EBITDA generally represents EBIT before depreciation sad arcrtization. However, in each
the term is subject to the definition prescribed wder the relevant sgreements.

(3) See description of the Tamps Electric Company accounts receivable credit facilitics (soc Note 6 snd Note 26 10 the TECO Energy Conselidaied Financial

Statements).

(4) I the limitation om Jiens iz exconded the company is required to provide ratsble security to the holders of these notes.

(5) The indentures for these notes contain restrictions which limit secared debt of TBOO Energy if secured by Principal Property or Capital Stock or indebtedness
of directly held subsidiaries (with exceptions as defined in the indentures) without equaily snd ratably securing these noses.

(6) These limitations would not include first mortgage bonds of Tamps Electric if any were outstanding.

Credit Ratings of Senjor Unsecured Debt at Dec. 31, 2009

Seendard & Foor’s Mowdy’s Fixch

.
TampaElectricCompany ........ccoviiiiinrnnnarnseanccsncncnenas feviaene BBB Baal BBB+
TECOEnergy/TECOFINRNCE . .......00uiuiiininetnrereaacrannsssssarsaacrsonanes BBB- Baad BBB-

On May 6, 2009, Standard & Poor's Rating Services changed its corporate credit rating on TECO Energy, TECO Finance and
Tampa Electric Company to BBB from BBB- and changed its outlook to stable from positive. This upgrade resulted in credit
ratings for the senior unsecured debt of TECO Energy and TECO Finance of BBB-. This upgrade returned TECO Energy's senior
unsecured credit rating to investment grade at these three credit rating agencies. As a result many, but not all, of the restrictive
covenants in various financing srangements are no longer applicable.
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On May 15, 2009 Moody’s Investors Service upgraded Tampe Electric Company’s senior unsecured debt to Baal from Baa2
and changed its outlook to stable from positive. At the same time Moody's affirmed the ratings for TECO Energy and TECO
Finance with stable outlooks at both,

On Jun. 1, 2009, Fitch Ratings affirmed the outstanding ratings of TECO Energy, TECO Finance and Tampa Electric
Company, and the outlook remained stable,

All three rating agencies cited the March and May decisions by the FPSC in the base rats proceedings for Tampa Electric and
PGS, respectively, as being supportive of credit quality.

Standard & Poor's, Moody’s and Fitch describe credit ratings in the BBB or Baa category as representing adequate capacity
for payment of financial obligations. The lowest investment grade credit ratings for Standard & Poor's is BBB-, for Moody's is
Baa3 and for Fitch is BBB-; thus ail three credit rating agencies assign TECO Energy, TECO Finance and Tampa Electric
Company's senior unsecured debt investient grade ratings.

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

Summary of Centractual Obligations

The following table lists the obligations of TECO Energy and its subsidiaries for cash payments to repay debt, lease payments
mdmeondxﬂmﬂmmimmmlaedwclpmlupmdxm This table does not include contingent obligations, which are
discussed in a subsequent table

Contractusl Cash Obligations at Dec. 31, 2009

Payssots Dus by Period
(mifllons) Total 2010 2011 2012 2013-2014  Afer 2014
Long-term debt )
RECOUISE .. vvviivvrenncrnssnocscnsvnnassssnvernnnns $3,302.1 $1065 33669 $ 9898 $1440 $1,6949
NODLeCOUrse B | ... .. ... .. iiicienrnirreersansnsnanns 1.6 14 1.5 i5 32 —
Operating Jeases/rentals ® .., . ... ........... Cetesisrraesuan 508 103 8.0 47 49 29
Net purchase obligations/commitments # . ..........c.00vvnens 3141 1563 418 39.1 76.7 02
Interest payment obligations® . ......... .. oiiiiiiiiiia, 1,7820 2099 1938 1600 2219 996.4
Pensionplans ® ... ........iiiiiiniiiiiiinriii i 251.6 41.5 89.6 46.3 742 —
Total contractusl obligations .. .........coovviveirreinorvens $5,7082 35259 87016 $12414 85249 827144
b R SR E b 1

(1) cludes deix st TRCO Energy, TECO Finmnce, Tampa Blectric, PGS sad the other operating companies (see Nate 7 to the TECO Enmryy Consolidated
Financiel Statements for & tist of long-tenn debt and the respective due dates). Does not include debr at the deconsotideted Guassmalan affiliates.
@) muwmamwwmmmmmmummm

Statuements).
) mmmmummw w0 the respective operating companies, individually. At the end of 2009, these

long-term capitalized matatenance agreemonts for its combustion turbines, and commitments reised i the SeaCoust pipeline end associsted isteral.
(3) Includes varisbie rate notes 8t interest rates as of Dec. 31, 2009.
(6) The total includes the estimated minimum required contributions to the gualified pension plan as of the measurement date and jncremental amounts estimated 1o
mmmmmmmmmmmmnmmmm vary significantly due to changes
In inerest rates, discount rate assumptions, plan mmuwwummummu«wm
Resources section and Nots 5 to the TECO Eneryy Conselidated Fiaancial Statements).
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Summary of Countingent Obligations

The following table summarizes the letters of credit and guarantees outstanding that are not included in the Summary of
Contractual Obligations table above and not otherwise included in our Consolidated Financial Statements. These amounts represent
“WMWIBCOM@W&MMN&M . TECO Energy has no guarantees outstanding on behalf of

or vnrelated parties.
Contingent Obligations at Dec. 31, 2009
Covmitment
(millions) __'h_g_. _3_11_ _ﬂ_ll_ W12 N1I-014  After W14
Lettersof credit ....... $ 76 &— $— $— $ 76
Guarantoes Fuel purchase/encrgy management @) . . . ... 1279 — - - -_ 129.7
Other ......ivviviiiiiiiiiiiiainnanns 14 = o 1.4
Total contingent obligations ........o..viiiiniirnnrnrssnnrennes $1387 $&— $— S$— $— $138.7
(1) These gusraniees renew antvally and sre shown on the basis that they will continue to renew beyond 2014.
(2) 'The umounts shown are the maximum theoretical amounts gusranteed under current agreements.,
Capital Expenditures
Actual Forecast
20102014
(millions) 200 Xie e Ba-AW | Tew
Tampa Electric
Transmission .. .....cvvviiiiiicicianaies e ttreserenaneaeiaaias $36 $45 $40 § 105 $ 19
DistrbUOR . . ..o iii ittt i i st a et aaa e 103 85 8s 285 455
Generation ......... Ceaareerirasersaraanen e rrerrersarrucans 205 125 140 415 680
Committed generstion eXpansion ........c.cvvveiiienrtecancnrasenes 89 — - — —
Proposed generation expansion . ... .. iiiiiiiiiriiieiiiiiiaranas — — - — —
trearaaen Cer e rrertasassresatauaaat s e rrererateneratnns 30 23 35 90 150
NOx COMIOl ProjJects . ..o vcciivrcerernsrararvasocosarsasassnnanes 53 15 — — 15
Otherenvironmental . . ..........c.iiiiiiiiienncteatonncanennsass 4 10 15 55 80
TampaElectrictotal ............coiiiiiiiiieianaceaienanas besearaseans 520 305 315 950 1,570
Net cash effect of accruals and retentions ...........ccovieniiiennannns 13 — — —
TomPREIBCHICBE ... ... ivisiniiaransrssrsecronssncssrnesresssnns 533 305 315 950 1,570
—— T S— T———— ——
€ G 51 50 50 150 250
Unregulated companies @ ... ... ..oiiiiiiirinarirsririontisscsrcanrsnes 56 95 45 145 285
B $640 $450 $410  $1,245 $2,105
== B e b

(1) See Tompe Eiectric Generating Capacity Additions discussion below.
{2} Represends the capitsl expeaditures of TECO Coal. Seacosst LLC and the consalidated operstions of TECO Gustemala.

TECO Energy’s 2009 capital expenditures of $639.8 million included $533 million at Tampa Electric, including $13.8 million
of AFUDC-deit and equity and $13 million of amounts paid in 2009 but incurred in a prior period. Capital expenditures at PGS
were $51 million in 2009. Tampa Electric’s capital expenditures in 2009 were primarily for equipment and facilities to meet
limited customer growth, generating equipment maintenance, capital expenditures required for construction of additional
Mmmhfumofﬁwpuhngmaudwdmhdmgﬁcﬂity environmentsal compliance, and NO, control
projects (see the Envirommental Compliance section). Capital expenditures for PGS were approximately $33 million for system
expansion and approximately $18 million for maintensnce of the existing system. TECO Coal's capital expenditures included $24
million primarily for normal mining equipment replacement, snd $23 million for new mine development.

TECO Energy estimates capital spending for ongoing operations to be $450 million for 2010 and approximately $1.6 billion
during the 2011 — 2014 period.

For 2010, Tampa Electric expects to spend $305 million. For the transmission and distribution systems Tampa Electric
expects to spend $130 million in 2010, inclading approximately $88 million for normal transmission and distribution system
expmimmdtelhbimy $22 million for transmission and distribution system storm hardening, and $20 million for expansion and

improvements to Tampa Electric’s high-voltage transmission system. Capital expenditures for the existing generating facilities of
$125 million include approximately $30 million for repair and refurbishments of combustion turbines under long-term agreements
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with equipment manufacturers; approximately $35 miilion in major improvements to the coal-fired Big Bend Unit 1 to take
ndvamgoofthseandedom;emmmﬂrm,emdequipm.Slownmf«umhmdwwpipeummcmm
wwwummmmmammmhmwmmmmmmmm
ampa Electric expects to spend the final $15 million for the addition of SCR equipment at the Big Bend Power Station for NO,
manndSlOmimmfuomaenvummnloomplmmmzmo The Environmental Consent Decree compliance
upwmmwﬁbhhmmammwammmwwmoMC(mmhM

In the 2011 Ml4mo¢?mmﬁbmemwmmd“5mﬂmfmthwmphﬂmof&amhmﬁwmmdm
project at the Polk Power Station. Capital spending for environmental compliance is expected to average almost $20 million
annually in the same period. In addition to the above amounts, Tampa Electric expects to spend approximately $285 million
annually to support normal system growth and reliability in the 2011 ~ 2014 period. This level of ongoing capital expenditures
reflects the costs for materials and contractors, long-term regulatory requirements for storm hardening, and an active program of
tranasmission and distribution system upgrades which will occur over the forecast period. These programs and requirements
include: approximately $35 million annually for repair and refurbishments of combustion trbines under long-term agreements
with equipment manufacturers; awmdemdmmmmwmmmmmm
reliability; average annual expenditures of $25 million for general infrastructure to support customers; average annual expenditures
of more than $20 million for transmission and distribution system storm hardening; approximately $25 million annually for
transmission system reliability and capacity improvements; and an average of about $90 million annually for distribution system
reliability and to meet the expected resumption of modest customer growth after 2010,

Capital expenditures for PGS are expected to be about $50 million in 2010 and $200 miilion during the 2011 — 2014 period.
Included in these amounts is an average of approximately $25 million annually for projects associated with customer growth and
system expansion. The remainder represents capital expenditures for ongoing renewal, replacement and system safety.

The varegulated companies expect to invest $95 million in 2010 and $190 million during the 2011 - 2014 period. Included in
these amounts are expenditures for coal mine development to maintain production, compliance with new safety requirements under
the MINER Act, and for normal coal mining equipment renewal and replacement st TECO Coal. Included in the 2010 forecast are
$45 miilion of capital expenditures associated with the construction of the Seacoast LL.C natural gas pipeline in northeast Florida,
which is expected to be completed in late 2010.

Tampa Electric-Generating Capacity Additlons

In 2009, Tampa Electric completed the construction of five peaking capacity combustion turbines at the Bayside and Big
Bend power stations, with a total project cost of approximately $193 million, excluding AFUDC. Thess units were used to meet the
summer pesk demand requirements in 2009 and the new winter peak experienced in January 2010. One combustion turbine at each
of the fucilities is configured to meet the NERC black start requirements for system reliability.

Due to the dramatic slowdown in the Florida and national economies and the Florida housing market, Tampa. Electric has
deferred new baseload capacity until beyond the current forecast period. Tampa Electric may require peaking capacity in the 2013
period, after the expirstion of the purchased power agreement with the Hardee Power Station in Central Florida. If demand growth
resumes and additional gencmating capacity is required, Tampa Electric may construct this additional peaking capacity or seek to
purchase power rather than build based on the economics (see the Tampa Electric and Regulation sections). If Tampa Electric
builds this capacity, capital expenditures would start in 2012.

Pending action by the U.S. Wummwmam«mmmm (RPS),
the need for additional capital spending for renewable generating resources to meet the requirements of a RPS is likely but not yet
defined (ses the Environmental Compliance section). Depmdingmthaﬂulfadmlammhs.whichmybemdm
2010, Tampa Electric may need to invest capital to develop additional sources of renewable power generation.

The forecast capital expenditures shown above are based on our current estimates and assumptions for normal maintenance
Wu&mmaﬁe@mmwn@mm&&yﬂmﬂawwm
PGS; the programs for transmission and distribution system storm hardening and transmission system reliability requirements; and
memmmmmmmmummmmm
production capacity at TECO Coal. Actual capital expenditures could vary materially from these estimates due to changes in costs
for materials or lsbor or changea in plans (see the Risk Factors section).

Financing Activity
QOur year-end 2009 consolidated capital structure was 62% senior debt and 38% common equity. The debt-to-total-capital ratio
has improved significantly over the past three years, primarily due to the repayment of $765 million of parent and parent
debt in 2007, as well as the increase in retained eamings due to the gain on the sale of TECO Transport in 2007. At
Dec. 31, 2009, Tampa Electric Company’s year-end capital structure was 49% debt and 51% common equity.
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In 2009, mmudmwwhumwuﬂnmowpmbvdanmm We raised $5.1 million of
equity primarily through our dividend reinvestment plan.

In July 2009, Tampa Electric Company completed an offering of $100 million aggregate principal amount of 6.10% Notes due
May 15, 2018. These notes were sold at 102.988% of par. The offering resulted in net proceeds (after deducting underwriting
discounts and commissions and estimated offering expenses) of approximately $102.0 million. Net proceeds were used to repay
short-texm debt and for general corporate purposes.

In May 2008, Tampa Electric Company issued $150 million aggregate principal amount of 6.10% Notes due May 15, 2018.
The notes were sold at par. The offering resulted in net proceeds (after deducting underwriting discounts and commissions and
aﬁmdof&mgexpmxa)dnmﬁmly$l487mlﬁm.NaMmmedfam corporate purposes. In
connection with this debt offering, Tampa Electric Company settled interest rate swaps entered into in 2007 for $11.8 million.
Thzwmﬂhmhmﬁadmmewmml&ywmofﬂuulmddabt.mlmgmneﬁecuvem
rate

In March 2008, in response to the turmoil in the auction rate securities market, the Hillsborough County Induserial
Development Authority (HCIDA) remarketed $86.0 million Pollution Control Revenue Refunding Bonds (Tampa Electric
Company Project), Serics 2006, in a fixed-rate mode. The bonds, which previously had been in auction rate mode, bear interest at
5.00% per asnnum and are subject to mandatory tender for purchase on Mar. 15, 2012 from the proceeds of a remarketing of the
mrmmmyummmtdmmmmmmmmmm
scheduled principal and interest, when due, are insured by Ambac Assurance.

Also in March 2008, Tampa Electric Company purchased in lieu of redemption $75.0 million Polk County Industrisl
Development Authority (PCIDA) Solid Waste Disposal Revenue Refunding Bonds (Tampa Electric Company Project), Series
2007md$l25SMMHWAMMleWMMGWMCmymMLWWA
B and C (collectively, the *2007 Bonds™). Also on that date, the Insurance Agreement with Financial Guaranty Insarance Company
(FGIC), pursuant to which FGIC issued a financial guaranty insurance policy for the 2007 HCIDA Bonds, was terminated. Tampa
Electric Company also entered into a corresponding First Supplemental Loan and Trust Agreement regarding the removal of the
bond insurance on the 2007 HCIDA Bonds. After these changes to the 2007 HCIDA Bonds, Tampa Electric Company remarketed
the $54.2 million 2007 Series A and the $51.6 million 2007 Series B Bonds in long-term interest rate modes. The $54.2 million
2007 Series A bonds, which previously had been in auction rats mode, bear interest at 5,65% per annum until maturity on Mar. 15,
2018. The $51.6 million 2007 Series B bonds, which previously had been in auction rate mode, bear interest at 5.15% per annum
and will be subject to mandatory tender on Sep. 1, 2013 from the proceeds of a remarketing of the bonds. Tampa Electric Company
is responsible for payment of the interest and principal associated with the 2007 Bonds.

As a result of these transactions, $95.0 million of the bonds purchased in lieu of redemption were held by the trustee at the
. direction of Tampa Electric Company as of Dec. 31, 2009 (the “Held Bonds™) to provide an opportunity to evaluste refinancing
alternatives. The Held Bonds effectively offset the outstanding debt balances and are presented net on the balance sheet.

Off-Balance Sheet Debi at Dec. 31, 2009

Unconsolidated affiliates had project debt balances as follows at Dec. 31, 2009, The San José Power Station financing is a
non-recourse project loan, and the debt associated with DECA 11 is general corporate debt at DECA IT; all of this debt is held at the
project entity level. Although we are not directly obligated on the debt, our equity interest in those unconsolidated affiliates and its
commitments with respect to those projects are at risk if interest and principal payments on these loans are not made timely. Our
equity investment in TECO Guatemala was $361.1 million at Dec. 31, 2009.

(millons) Longterm Debé - Ownership Interes
TRCO Guatemala

San JOBE POWEE SRLION ... covviutieeereseceersecrvassavessesscacanssansssassvencns $ 544 100%
DEC AT ... it iiiiiiiiirntesntatrnessoaacsscanassasasesnsasssnssssonssanansnes $174.3 30%

The equity method of accounting is used to account for investments in partnership and corporats entities in which we, our
subsidiary companies, do not have either a majority ownership or exercise control.

We deconsolidated the project entities for the San José and Alborada power stations in the first quarter of 2004 as a result of
implementing the accounting guidance for variable interest entities. The San José Power Station is partially financed with
non-recourse debt, which following the deconsolidation was considered to be off-balance sheet financing. As a result of new
accounting standards regarding varisble interest entities, effective Jan. 1, 2010 we are re-consolidating the San José and Alborada
project entities, including the $54.4 million of debt shown in the table above (see the Critical Accounting Policies and Estimates
section).
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CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The preparation of consolidated financial statements requires management to make varions estimates and assumptions that
mmmmammwﬁmmumm&mmmmmmmmm
mm&mmmsmmmmgpdmmwmmMmmemofmmﬁdm
financial statements, These estimates and assumptions are based on historical experieace and on various other factoes that are
wmummmmmmawmmummmmmum
values of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these estimates and
JWWMW«WS&MIMMWCOMWMMM:
description of our significant accounting policies and the estimates and assumptions used in the preparation of the consolidated
financial statements.

Deferred Income Taxes

‘We use the liability method in the measurement of deferred income taxes. Under the liability method, we estimate our current
tax exposure and assess the temporary differences resulting from differing trestment of items, such as deprecistion for financial
statement and tax purposes. These differences are reported as deferred taxes measured at current rates in the consolidated financial
information, to determine if it is more likely than not that some or all of the deferred tax asset will not be realized. If we determine
that it is likely that some or all of a deferred tax asset will not be realized, then a valuation sllowance is recorded to report the
balance at the amount expected to be realized.

At Dec. 31, 2009, we had net deferred income tax assets of $222.7 million, attributsble primarily to property-related items,
alternative minimum tax credit carryforwards, operating loss carryforwards, capital loas carryforwards, foreign tax credits and &
vahwution allowance. Based primarily on historical income levels and the steady growth expectations for future camings of the
company’s coee utility operations, management has determined that the net deferred tax assets recorded at Dec. 31, 2009 will be
realized in futare periods.,

‘We believe that the accounting estimate reiated to deferred income taxes, and any related valuation allowance, is & critical
estimate for the following reasons: 1) realization of the deferred tax asset is dependent upon the generation of sufficient taxable
income, both operating and capital, in future periods; 2) a change in the estimated valuation reserves could have a material impact
on reported assets and results of operations; and 3) administrative actions of the IRS or the U.S. Treasury or changes in law or
regulation could change our deferred tax levels, including the potential for elimination or reduction of our ability to utilize the
deferred tax assets (see Note 4 to the TECO Energy Consclidated Fimancial Statements).

In June 2006, the Financial Accounting Standards Board (FASB) issued guidance that prescribes a recognition threshold and
measurement attribute for financial statement recognition and measurement of a tax position taken or expected 1o be taken in a tax
return, and also provides guidance on derecognition, classification, interest and penalties, accounting in interisn periods, disclosure,
and transition. See further discussion of Uncertainty in Income Taxes in Note 4 to the TECO Energy Consolidated Financial
Statements.

Empiloyee Postretirement Benefits

We sponsor a defined benefit pension plan (pension plan) that covers substantially all of our employees. In addition, we have
unfunded non-qualified, non-contributory supplemental executive retirement benefit plans available to certain senior management.
Several statistical and other factors, which attempt to anticipate future events, are used in calculating the expense and lisbility
related to these plans. Key factors inclnde assumptions about the expectod rates of return on plan assets, salary increases and
discount rates. These factors are determined by us within certain guidelines and with the help of external consuitants. We consider
market conditions, including changes in investment retums and interest rates, in making these assumptions.

WemmmWMmmmmﬁmmamwwm&mmw
reasons; 1) a change in the estimated benefit obligation could have a material impact on reported assets, accumulated other
mmmwmmm«mmmz)wmmmmmmmm
requirements, having significant impact on our annual cash requirements.

Pension plan assets (plan assets) aze invested in a mix of equity and fixed income securities. The expected return on assets
assumption was based on expectations of long-term inflation, real growth in the economy, fixed income spreads and equity
premiums consistent with our portfolio, with provision for active management and expenses paid from the trust. The discount rate
assumption is based on a cash flow matching technique developed by our outside actuaries and reflects current economic

conditions. This technique matches the yields from high-guality (AA-rated, non-caliable) corporate bonds to the company’s

j cash flows for the pension plan to develop & present value that is convertad to a discount rate assumption, which is
subject to change esch year. The salary increase assurmption was based on the same underlying expectation of long-term inflation
together with assumptions regarding real growth in wages and company-specific merit and promotion increases. Holding all other
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assumptions coastant, & 1% increase or decrease in the assumed rate of return on plan assets would have increased or decreased
2009 net income by approximately $2.8 million. Likewise, a 1.0% increase or decrease in the discount rate assumption would have
resulted in an approximately $2.5 million increase or & $2.4 million decrease in 2009 net income, respectively. For 2010, 2 1%
increase in the discount rate assumption would result in an approximately $4.4 million decrease in the expected pension cost. A 1%
decrease in the assumed rate of return on plan assets would result in an approximately $4.4 million increase in expected pension
cost.

Unrecognized actuarial gains and losses are being recognized over a period of up to 15 years, which represents the expectad
mmm«mwmummmmmmmmmmm
Wmmwmwmmmmmmwmmwmammm
assets. These unrecognized gains and losses will be systematically recognized in future net periodic pension expense in accordance
with applicable accounting guidance for pensions. Our policy is to fund the plan based on the required contribution determined by
our actuxries within the guidelines set by the Employee Retirement Income Security Act of 1974 (ERISA), as amended.

In addition, we currently provide certain postretirement health care and life insursnce benefits for substantially all employees
retiring after age 50 who moet certain sezvice requirements. The key assumptions used in determining the amount of obligation and
expense recorded for postretirement benefits other than pension (OPEB), under the applicable accounting guidance, include the
assumed discount rate and the assumed rate of increases in future health care costs. The discount rate used to determine the
obligation for these benefits matched the discount rate used in determining our pension obligation in 2008; however, in 2009 we
elected to determine the discount rate for the OPEB using that individual plan’s projected benefit cash flow rather than using the
same discount rate that was determined for the pension plan. In estimating the health care cost tread rate, we consider our actual
health care cost experience, future benefit structures, industry trends, and advice from our cutside actuarics. We assume that the
relative increase in health care cost will trend downward over the next several years, reflacting sssumed increases in efficiency in
the health care system and industry-wide cost containment initistives, In December 2003, the Medicare Prescription Drug,
Improvement and Modernization Act of 2003 (the Act) was enacted. The Act established a prescription drug benefit under
Medicare, known a3 Medicare Part D, and a federal subsidy to sponsors of retiree bealth care benefit plans that provide a
prescription benefit, which is at least actuarially equivalent to Medicare Part D. In May 2004, the FASB issued guidance that
required: 1) that the effects of the federal subsidy be considered an actuarial gain and recognized in the same manner s other
actuarial gains and losses and 2) certain disclosures for employers that sponsor postretirement health care plans that provide
prescription drug benefits.

We adopted the guidance retroactive to the second quarter of 2004 for benefits provided that we believe to be actuarially
equivalent to Medicare Part D. The expected subaidy reduced the accumulated postretirement benefit obligations (APBO) at Dec.
31, 2009 by $33.0 million and increased pet income for 2009 by $1.3 millioa. In 2009, we filed for and received a Part D subsidy
of $0.9 million.

The assumed health care cost trend rate for medical costs was 8.50% in 2009 and decreases to 5.00% in 2016 and thereafter. A
1% increase in the health care trend rates would have produced a 2.3% increase in the aggregate service and interest cost for 2009,
which would have decreased net income $0.2 million, and a 3.6% increase in the accumulated postretirement benefit obligation as
of Dec. 31, 2009, the measurement date.

A 1% decrease in the health care trend rates would have produced a 2.0% decrease in the aggregate service and interest cost
for 2009, which would have increased net income $0.2 million, and & 2.9% decrease in the accumulated postretirement benefit
obligation as of Dec. 31, 2009, the measurement date.

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

Sen the discussion of Employee Postretirement Benofits in Note S to the TECO Energy Consolidated Financial Statements.

Evaluation of Assets for Impeairment
Long-Lived Assets

In accordance with accounting guidance for long-lived assets, we assess whether there has been an other-than-temporary
impairment of our long-lived assets and certain intangibles held and used by us when such indicators exist. We annually review all
long-lived assets in the last quarter of each year to ensure that sny gradual change over the year and the seasonality of the markets
are considered when determining which assets require an impeirment analysis. We believe the accounting estimates related to asset
impairments are critical estimates for the following reasons: 1) the estimates are highly susceptible to change, 83 management is
required to make assumptions based on expectations of the results of operations for significant/indefinite future periods and/or the
then current market conditions in such periods; 2) markets can experience significant uncertainties; 3) the estimates are based on
the ongoing expectations of management regarding probable future uses and holding periods of assets; and 4) the impact of an
impairment on reported assets and earnings could be material. Our assumptions relating to future results of operations or other
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term budgets and projections, which give consideration to external factors and market forces, as of the end of each

mmmWMmmmmmgmnymmdeyWMmmwhvmmm
pricing activities.

At Dec. 31, 2009, there were no indications of impairment for any of the company’s long-lived assets.

Goodwill and Other Intangible Assets

Under the accounting guidance for goodwill and other intangible assets, goodwill is not subject to amortization. Rather,
goodwill and intangible assets with an indefinite life are subject to an annual (or more frequently if events and circumstances
indicate a possible impairment) assessment for impairment at the reporting unit level. Reparting units are generally determined as
mmmwmwgwmwmmmmmmmwfummﬁm
the impairment, if any, of goodwill and other intangible assets.

At Dec. 31, 2009, the company had $59.4 million of goodwill on its balance sheet, which is reflected in the TECO Guatemala
segment. This goodwill balance arose from the purchase of multiple entities as a result of the company’s investments in its San
José and Alborada power plants ($52.4 million and $3.1 million, respectively), and its equity investment in DECA 11 ($3.9
million). Since these three investments are one level below the operating segment level, discrete cash flow information is available,
and management regularly reviews their operating results separately. This is the reporting unit level at which potential impairment
ismtad.A@My,smSmJuéwMMmmMuammdmumﬁdmhvﬁaﬂemwmst
entities, these were considered equity investments and any potential impeirment is tested under accounting guidance for equity
investments, along with TECO Guatemala's investment at DECA I (see the discussion below and Notes 17 and 18 to the TECO
Energy Coasclidated Financial Statements).

As a result of the new accounting guidance for variable interest entities effective Jan. 1, 2010, the San José and Alborada
project entities will be re-consolidated as of Jan. 1, 2010. While these entities remain consolidated, their associated goodwill will
be subject to annual assessments for impairment.

Equity Invesiments

Equity investments, including their associsted goodwill, and any potential impairment are tested under the accounting
guidance for equity investments. Under this guidance, an impairment charge must be recorded if the investment has experienced a
loss in value that is considered an “cther than temporary” decline in value.

The evalustion and measurement of equity investment impairments involve the same uncertainties as described above for
long-lived assets that we own directly. Similarly, the estimates that we make with respect to our equity investments are subject to
variation, and the impact of such variations could be material. Additionally, if the entities in which we hold these investments
recognize an impairment of a long-lived asset, we would record our proportionate share of that impairment loss and would evaluats
our equity investment for sn other than temporary decline in value (sce Note 18 to the TECO Energy Consolidated Financial
Statements).

Reguiatory Accounting

Tampa Electric’s and PGS’ retail businesses and the prices charged to customers are regulated by the FPSC. Tampa Electric’s
wholesale business is regulated by the Federal Energy Regulatory Commiasion (FERC). As a result, the regulsted utilities qualify
for the application of accounting guidance for certain types of regulation. This guidance recognizes that the actions of a regulator
@mwmdﬂwmdmmawm Regulatory assets and lisbilities arise as a result of a.

represent
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likely to be incurred.

As a result of regulatory treatment and corresponding accounting treatment, we expect that the impact on utility costs and
required investment associated with future changes in environmental regulstions would create regulatory assets. Current regulation
in Florida allows utility companies to recover from customers prudently incurred costs (inchuding, for required capital investments,
depreciation and a return on invested capital) for compliance with new environmental regulations through the ECRC (see the
Environmentsl Compiiance and Reguiation sections).

We periodically assess the probability of recovery of the regulatory assets by considering factors such as regulatory
environment changes, recent rate orders to other regulsted entities in the same jurisdiction, the current political climate in the state,
and the status of any pending or potential deregulation legislation. The assumptions and judgments used by regulatory authorities

61

72




TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED: SEPTEMBER 3, 2010

comnutohuvunhnp-amthmovuyofmﬁemeumdmmmcnﬁmmmumm;m:mmofmmbe
recovered by rates. We believe the spplication of regulatory accounting guidance is a critical accounting policy since a change in
these assumptions may result in a material impact on reported assets and the results of operations (see the Regulation section and
Notes 1 and 3 to the TECO Energy Consolidated Financial Statesnents).

RECENTLY ISSUED ACCOUNTING STANDARDS
Messaring Lisbilities at Falr Value

In August 2009, MWWWM(FASB)WnWMWMcmm
to messure the fair value of a liability when there is not a quoted price in an active market for a liability. This update provides
clarification that in circumstances in which a quoted price in an active market for the ideatical liability is not available, a reporting
entity is required to measure fair value using alternative techniques including, but not limited to: 1) the quoted price of the identical
liability when traded as an asset or 2) quoted prices for similar liabilities or similar liabilities when traded as assets. It was effective
for the first reporting period beginning after issuance. The new requirement did not have an impact on the company’s results of
operations, statement of position or cash flows.

The FASB Accounting Standards Codification and the Hierarchy of Generally Accepted Accounting Principles

In June 2009, the FASB issued guidance that names the FASB Accounting Standards Codification (Codification) as the singie
source of authoritative U.S. GAAP for non-governmental entities recognized by the FASB. It became effective Jul. 1, 2009 and
supersedes all U.S. GAAP accounting standards, aside from rules and interpretive releases issued by the Securities and Exchange
Commission (SEC). The Codification is not intended to change GAAP; rather, it changes all referencing of U.S. GAAP including
themﬂ:;&ﬁnmm statements. Therefore, it did not have an impact on the company's results of operations, statement of position
or cash

Variable Interest Entities

In June 2009, MF&BMWMW&W»WNWWMO&MM
entity (VIE). It requires an enterprise to determine whether the enterprise’s variable interest or interests give it
wmmammmammmmd;mnmmmmm 1) the power to
direct the activities of a VIE that most significantly impact the eatity's economic performance, and 2) the obligation to absorb
logses of the entity that could potentially be significant to the VIE or the right to receive benefits from the entity that could
potentially be significant to the VIE.

This guidance is effective for fiscal years beginning after Nov. 15, 2009. TECO Energy adopted this guidance on Jan. 1, 2010.
Upoa adoption, it was determined that as a result of the new approach, the company would reconsolidate the San José and
Alborada projects that were deconsolidated under the prior guidance, This new guidance will have an impact on the company's
2010 statement of position and cash flows, but not an impact on the resuits of operations. See Nots 19 to the TECO Energy
Consolidated Financial Statements for further discussion.

Subsequent Events

In May 2009, the FASB issued guidance that requires companies to disclose the date through which they evaluated subsequent
events and whether that dste corresponds with the filing of their financial statements. It became effective for fiscal pariods ending
after Jun. 15, 2009. The adoption did not have an impact on the company's results of operations, statement of position or cash
flows.

Falr Valus Messurements

In September 2006, the FASB issued guidance that defines fair value, establishes a framework for measuring fair value under
GAAP, and expands required disclosures about fair value measurements. The guidance emphasizes that fair value is a market-
based measurement, not an entity-specific measurement, and states that a fair valoe measurement should be determined based on
the assumptions that market participants would use in pricing the asset or lisbility. The guidance applies under other accounting
pronouncements that require or permit fair value messurements.

The effective date was for fiscal years beginning after Nov. 15, 2007. In November of 2007, the FASB informally granted a
one year deferral for non-financial assets and liabilities. In February 2008, the FASB formally delayed the effective date of the fair
value guidance to fiscal years beginning after Nov. 15, 2008 for non-financial assets and non-financial lisbilities except for items
that are required to be recognized or disclosed at fair value at least annually in the company’s financial statements. As a result, the
company adopted the fair value guidance effective Jan. 1, 2008 for financial assets and lisbilities and Jan. 1, 2009 for non-financial
assets and liabilities. No adoption adjustment was necessary. Financial assets and lisbilities of the company measured at fair value
include derivatives and cestain investments, for which fair values are primarily based on observable inputs. Non-financial assets
and lisbilities of the company measured at fair vaive include asset retirement obligations (AROs) when they are incurred and any
kong-lived assets or equity-method investments that are impaired in a currently reported period.
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In April 2009, the FASB issued guidance to address fair value valuation concerns in the current market environment. The

guidance addresses applying the fair value model when the market for an asset is not active, other-than-temporary impairments
(OTTI) of debt and equity securitics and interim disclosures about the fair value of financial instruments,

Whmﬂumnkafaumummm&emlymmdgumafﬁmmhobmwoffurvalueisthepmethu
wouldbemuvedmsﬂmmmma&dymmm(mamawmmwwmwamm
participants at the measurement date in the inactive market. The determination of whether a transaction was not orderly should be
Mm&W&hWMthnMwaWnWWﬂmwm
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guidance became effective for interim and annual periods ending after Jun. 15, 2009. This did not have a material impact on the
company's results of operations, statement of position or cash flows.

The OTTT guidance is applicable to debt securities and requires that a company recognize the credit component of an OTTI in
carnings and the remaining portion in other comprebensive income if management asserts it does not have the intent to sell the
security and it is more likely than not it will not have to sell the security before recovery of its cost basis. It requires an entity to
Mwmuwmmmwdmwwmmmmm

and held-to-maturity debt securities. Additionally, disclosure requirements were amended and are required for interim periods. The
guidance became effective for interim and annval periods ending after Jun. 15, 2009 and did not have a material impact on the
company’s results of operations, statement of position or cash flows.

Interim disclosures of fair value information, including methods and significant assumptions in measuring fair valve, for
financial instruments are required under the new guidance. The guidance became effective for interim and annual periods ending
after Jun. 15, 2009 and had no impact on the company’s results of operations, statement of position ot cash flows.

Employers’ Disclosures ahout Postretirement Benefit Plan Assets

In December 2008, the FASB issued guidance that requires enhanced disclosures about plan assets of defined benefit pension
plans or other postretirement plans, including the concentrations of risk in those plans. The guidance was effective for fiscal years
ending after Dec. 15, 2009 and is significant to the company's financial statement disclosures through the provision of additional
information (see Note 5 to the TECO Energy Consolidated Financial Statements) but has no impact on the company's results of
operations, statement of position or cash flows.

Determining Whether Instruments Granted in Share-Based Payment Transactions are Participating Securities

In June 2008, the FASB issued guidance requiring that the two-class method earnings per share caiculation include unvested
share-hased payment awards that contain non-forfeitabls rights to dividends or dividend equivalents, whether the dividend or
dividend equivalents are paid or not paid. The guidance became effective for fiscal years beginning after Dec. 15, 2008 and had no
material impact to the company's results of operations, statement of position or cash flows.

Disclosures about Derivative Instruments and Hedging Activities

In March 2008, the FASB issued guidance to enhance the disclosure framework for derivatives and hedging. Enhanced
disclosures about the purpose of an entity’s derivative instruments, how derivative instruments and hedged items are accounted for,
and how the cutity’s financial position, cash flows and performance are enhanced by the derivative instruments and hedged items
were required for fiscal years and interim periods beginning after Nov. 15, 2008. The guidance was significant to the company’s
financial statement disclosures but had no impact on its resuits of operstions, statement of position or cash flows.

Additionaily, in April 2008, the FASB revised previously issued implementation guidance to reflect the enhanced disclosures
required by the new guidance. These revisions are significant to the company’s financial statement disclosures but have no impact
on its results of operations, staternent of position or cash flows.

INFLATION

The effects of general inflation on our resuits have not been significant for the past several years. The annual average rate of
inflation, as measured by the Consumer Price Index (CP1-U), all items, sll urban consumers as reported by the U.S. Department of
Laboar, was 2.7%, 3.8% and 2.8% in 2009, 2008 and 2007, respectively. The current economic situation and the carly stages of the
economic recovery continue to cause the outlook for 2010 to vary widely. Reports published in The Walil Street Journal in January
2010 state that The American Bankers Association expects core inflation, which excludes fuel and food, to be 1.2% in 2010. Atits
January 2010 meeting, the Federal Reserve Open Market Committes stated that “With substantial resource slack continuing to
restrain cost pressures and with longer-term inflation expectations stable, inflation is likely to be subdued for some time.”
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especially petroleum based products, inflation dropped to almost zero in early 2009. Crude oil prices rose in the second guarter, but
stabilized in & range between $70 and $80 per barrel in the second half of 2009. Tampa Electric and PGS are eligible to recover the
costofoomudityfmlﬂnwshMWMCWWJMcMhMmuwmmMMMm
not be similarly recovered, higher costs could reduce the profit margins at the operating companies.

ENVIRONMENTAL COMPLIANCE
Environmental Matters

Among our companies, Tampa Electric has & number of significant stationary sources with air emissions impacted by the
mmmmwamwmmmm.wmeymmyuwwmgwmm
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ial capital ex
{BACT) emissions controls; indaﬁiﬁmﬂmhthhwﬁuMucﬁmofwuhemhﬁmaﬂowhg
for lower emission rates when BACT was ultimately instalied; and enhanced controls and monitoring systems for certain
poliutants, All of these improvements represent an investment in excess of $2 billion since 1994,

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

Air Quality Control
Consent Decree

‘Tampa Electric, through voluntary negotiations with the U.S. memull’mmmAgency(EPA).mUS Department
of Justice (DOJ) and the Florida Department of Environmental Protection (FDEP), signed a Consent Decree, which became
effective Feb. 29, 2000, and a Consent Final Jodgment, which became effective Dec. 8, 1999, as settlement of foderal and state
litigation. Pursuant to thess agreements, allegations of violations of New Source Review requirements of the Clean Air Act were
resolved, a provision was made for environmental controls and pollution reductions, and Tampa Electric began implementing a
comprehensive program to dramatically decrease emissions from its power plants.

The emission reduction requirements included specific detail with respect to the availability of flue gas desulfurization
systems (scrubbers) to help reduce SO,, projects for NO, reduction on Big Bend Units ! through 4, and the repowering of the coal-
fired Gannon Power Station to natural gas, which was renamed as the H. L. Culbreath Bayside Power Station (Bayside Power
Station), in 2003 and 2004. Upon completion of the conversion the station capacity was sbout 1,800 megawatts (nominal) of
natural gas-fueled, combined-cycle electric generation. The repowering has reduced the facility*s NO, and SO, emissions by
approximately 99% and particulate matter (PM) emissions by approximately 92% from 1998 levels.

In 2004, Tampa Electric made its NO, reduction technology selection and decided to install SCR systems for NO, controf on
maco.l-ﬁ:edm;nendmmmmscnmnmgmmsmonmwinmhmym June
2008 and May 2009, respectively. The remaining SCR unit, Big Bend Unit 1, is expected to be in service in May 2010, The
engineering and design is complete and construction of the remaining SCR system is currently in progress. Tampa Electric’s
capital investment forecast includes amounts in 2010 for completion of the final NO, control project (see the Capital
Expenditures section).

The FPSC has determined that it is appropriate for Tampa Electric to recover the operating costs of and eam a retum on the
investment in the SCRs to be installed on all four of the units at the Big Bend Power Station and pre-SCR projects on Big Bend
Units 1-3 (which were early plant improvements to reduce NO, emissions prior to installing the SCRs) through the ECRC (see the
Regulation section). Cost recovery for the SCRs began in each of the years that the units entered service, Big Bend Unit 4 in 2007,
Big Bend Unit 3 in 2008 and Big Bend Unit 2 in 2009. In November 2009 the FPSC approved cost recovery for the capital
investment on the Big Bend Unit 1 SCR to start in 2010,

In November 2007, Tampa Electric entered into an agreement with the EPA snd DOJ for a Second Amendment to the Consent
Decree. The Second Amendment: 1) establishes & 0.12 IvMMBty NO, limit on a 30-day rolling average for Big Bend Units 1
through 3, mnmmmmmmmuamf«-mumamsmwm
certain conditions; 2) allows for the sale of NO, allowances gained as a result of surpassing the emission limit goals of the Consent
Decree; and 3) calls for Tampa Electric to install a second PM Coatinuous Emissions Monitoring System and poteatiaily replace
the originally instailed system if the new system is successful.
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Emission Reductions

Projects committed to under the Consent Decree and Consent Final Judgment have resulted in significant reductions in
:xg;msm 1998, Tunpa Electric has reduced amual SO,, NO, and PM from its facilities by 154,000 tons, 57,000 tons, and
6 m‘w\’ﬂy.

Reductions in SO, emissions were accomplished through the instaliation of scrubber systems on Big Bend Units 1and 2 in
1999. Big Bend Unit 4 was originally conatructed with a scrubber. The Big Bend Unit 4 scrubber system was modified in 1994 to
allow it to scrub emissions from Big Bend Unit 3 as well. Currently the scrubbers at Big Bend Power Station remove more than
95% of the SO, emissions from the floe gas streams.

The repowering of the Gannon Power Station to the Bayside Power Station has resulted in a significant reduction in emissions
of all poliutant types. We expect that Tampa Electric’s actions to install NO, emissions controls on all Big Bend Power Station
units will resalt in the further reduction of emissions and that by the expected completion in May 2010, the SCR projects will resuk
in a total phased reduction of NO, by 62,000 tons per year from 1998 levels.

In total, we expect that Tampa Electric’s emission reduction initiatives will result in the annual reduction of SO,, NO, and PM
emissions by 88%, 90% and 71%, respectively, below 1998 levels by 2010, With these state-of-the-art improvements in piace,
Tampa Electric’s activities have helped to significantly enhance the quality of the air in the commaunity. As a result of its emission
reduction actions, and completion of the SCR projects, Tampa Electric has achieved emission reduction levels called for in Phase I
of the Clean Air Interstate Rule (CAIR). In July 2008, U.S. Court of Appeals for the District of Columbia Circuit vacated CAIR on
emissions of SO, and NO,. The federal appeals court reinstated CAIR in December 2008 as an interim solution. The EPA is
continuing to work on & replacement rule that is expected to be proposed in 2010 and finalized in 2011. Until a new rule is
proposed, CAIR will remain intact.

Due to pollution control benefits from the environmental improvements, reductions in mercury emissions have occurred from
the repowering of Gannon Power Station to Bayside Power Station. At the Bayside Power Station, where mercury levels have
decreased 99% below 1998 levels, there are virtually zero mercury emissions. Additional mercury reductions are also anticipated
from the installation of NO, controls at Big Bend Power Station, which are expected to lead to a reduction of mercury emissions of
more than 75% from 1998 levels by 2010. The Clean Air Mercury Rule (CAMR) Phase I requirements were scheduled for
implementation in 2010. CAMR was vacated by the U.S. Court of Appesls for the District of Columbia Circuit on Feb. 8, 2008,
Prior to the court’s decision Tampa Electric expected that it would have been in compliance with CAMR Phase I without additional
capital investment. The EPA is expected to propose new or maodified rules to address mercury and other hazardous air pollutants by
late 2011.

On Sep. 16, 2009, the EPA announced it would reconsider its 2008 decision setting national standards for ground-level ozone.
‘The EPA is reconsidering the stansds to ensure they are grounded in science, protect public health with an adequate margin of
safety, and are sufficient to protect the environment. Much of Tampa Electric’s service tezvitory is not axpected to meet the current
ground-level ozone standards and will most likely be deemed to not meet national ambient air quality standards.

Carbon Reductions

Tampa Electric has historically supported voluntary efforts to reduce carboa emissions and has taken significant steps
reduce overall emissions at Tampa Electric's facilities. Since 1998, Tmpmmmmm.mwammaco,
by approximately 20%, bringing emissions to near 1990 levels. Tampa Electric expects emissions of CO, to remain near 1990
levels until the addition of the next baseload unit, which is not expected until after 2014 (see the Tamps Electric snd Capital
Expenditures sections). Tampa Electric estimates that the repowering to natural gas and the shut-down of the Gannon Station
coal-fired units resulted in an annual decrease in CO, emissions of approximately 4.8 million tons below 1998 levels. During this
same time frame, the numbers of retail customers and retail energy sales have risen by approximately 25%.

Tampa Electric’s voluntary activities to reduce carbon emissions also include membership in the U.S. Department of Energy’s
Climate Challenge (now Power Partners) program since 1994, vohmrymdmpmmgofmhomm(GHG)emim
through the Energy Information Agency (EIA) EIA-1605(b) Report beginning in 1995 and participation in the Chicago Climate
Exchange (CCX), a voluntary but legally binding cap and trade program dedicated to reducing GHG emissions since 2003.
Because of Tampa Electric’s membership in the CCX, its reported CO, emissions are audited annually by the Financial Industry
Regulatory Authority (formerly National Association of Securities Dealers), which has cestified the results thus far. In Jannary
2008, the CCX recognized Tampa Electric for achisving its Phase I GHG participation targets for CO, reduction. While the
commitment required in Phase I was a reduction of 4% below the average of the year 1998 - 2001, Tampa Electric surpassed this
level with an actual reduction of approximately 20%. Recently the EPA issued its Final Rule on the mandatory reporting of GHGs,

requiring facilities that emit 25,000 metric tons or more of CO, per year to begin collecting GHG data under a new reporting
gystem on Jan, 1, 2010, with the first annual report due Mar. 31, 2011. Tampa Electric expects to comply with the mandatory
mmmwgmmmmmmmmmmmm
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Climate Change
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emissions. At the federal level, there are several legislative proposals that would limit CO, emissions. Most of these bills contain
mwdmmmmmwmmmfmwmmmmwmymm
the timing of passage of any federal legisiation into law remains uncertain, we will participate in the debate in an effort to ensure a
Wnuvuwmﬁw@mwhmﬂﬂmmauhﬁbm%uaﬂhﬂﬁhmh
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technologies to reduce GHG that are not yet commercially viable,

On Dec. 15, 2009, the EPA published the final Endangerment Finding in the Federal Register. Although the finding is
technically being made in the context of GHG emissions from new motor vehicles and does not in itself impose any requirements
onmdmrycrothuenﬁlies.theﬁndmgwxﬂﬂimfmcremofnvmufsomundertheCAA.Wmmﬁty
sources, the EPA has proposed a “tailoring rule” rule addressing the GHG emission threshold triggers for permitting review of new
and/or major modifications to existing stationary sources of GHG emissions.

At the state: level, the Governar signed three Executive Orders in July 2007 aimed o reducing Florida's emissions of GHG.
The three orders include directives for reducing GH(G emissions by electric utilities to 2000 levels by 2017; to 1990 levels by 2025;
and by 80 percent of 1990 levels by 2050; and the creation of the Govemnor’s Action Team on Energy and Climate Change to
develop & plan to achieve the targets contained in the Executive Orders including any necessary legislative initiatives required.

Also in 2008, the state legislature passed broad energy and climate legisiation that, among other items, affirmed the FDEP's
authority to establish a utility carbon reduction schedule and a carbon dioxide cap and trade system by rule, but added a
requirement for legislative ratification of the rule no sooner than January 2010. The FDEP has initiated the rule development
lemvel. but the process has slowed and is likely to be pushed out since the issue has become increasingly active at the federal

The company is examining various options relating to its carbon emissions. In the fall of 2007, Tampa Electric announced that
it would not move forward with its previously announced coal-fired IGCC unit, because of the continued uncertainty related to
carbon reduction regulations, particularly capture and sequestration issues. At this time, Tampa Electric expects to meet its needs
for its next baseload genersting capacity with natural gas fired combined-cycle technology, as well as energy cfficiency programs
and rencwable resources (see the Tampa Electric section). While natural gas has lower carbon emissions than coal, fuel prices can
make natural gas generating facilities less economic than coal-fired facilities. Fuel switching from coal to natural gas, absent
additional sources of supply, would increase natural gas prices, further reducing the economic efficiency of natural gas generation
facilities. Increased costs for electricity may cause customers to change usage patterns, which would impact Tampa Electric’s
sales,

Tampa Electric currently emits approximately 16.6 million tons of CO; per year. Assuming a projected long-term average
annual load growth of 1.0% — 2.0%, Tampae Electric may emit approximately 19.8 miilion tons of CO, (an increase of
approximately 19%) by 2020 if natural gas-fired peaking and combined-cycle generation additions are used to meet growing
customer needs.

Tmmmmmmmwmmmwwmmumhmw
the ECRC. If approved as prudent, the costs required to comply with CO, emissions reductions would be reflected in customers’
bills. If the regulation allowing cost recovery is changed and the cost of compliance is not recovered through the ECRC, Tampa
Electric could seek to recover those costs through a base-rste proceeding, but can not predict whether the FPSC would grant such
recovery. Although Tamps Electric’s current coal-based generation has declined to less than 60% of its output in 2009 from 95%
of its output in 2002, dus primarily to the conversion of the coal-fired Gannon Power Station into the natural gas-fired Bayside
Power Station, coal fired facilities remain a significant part of Tampa Electric’s generation fleet and additional coal units could be
used in the fature,

In the case of TECO Guatemals, the coal-fired San Jos# Power Station in Guatemala is in compliance with current World
Bank and Guatemalan Environmental Guidelines. While there are no known plans for legislation mandating GHG reductions in
Guatemals, new rules or regulations could require additional capital investments or increase opersting costs.

In the case of TECO Coal, it is unclear if the requirements for CO, emissions reductions would directly impact it as & carbon-
based fuel provider or the user. In either case, it could make the use of coal more expensive or less desirable, which could impact
TECO Coal's margins and profitability. Additional discussion retated to climate change issues is included in the Riak Factors
section,

Renewable Energy

Renewsbles are a component of Tampa Electric’s environmental portfolio. Tampa Electric’s renewable energy program offers
to sell repewable energy a3 an option to customers and utilizes energy generated in the state from renewable sources (e.g. biomass
and solar). To date, 30 million kWh of reaewable energy have been produced to support participating customer requirements.
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Tampa Electric has installed aimost 55,000 watts of solar panels to generate electricity from the sun at three schools and the
MmdSmMMmmeMmmmmmmmmhﬂwmmmmmm
area of biomass, which is organic plunt material from yard clippings and other vegetation, Tampa Electric has tested bahia grass as
ﬁmmmmanWWanmmmmhmmmmumm

'S

Despite the emphasis on the use of reaewable energy sources to reduce GHG in the Governor’s Executive Orders, the recently
wMWMWMNMWMMWWNMMMW&MW
inceatives, x mature Renewable Energy Credit (REC) market and a high reveaue rate cap would utilitics hope to achieve the
Governoc's renewable energy target. The Navigant study also found that solar photovoltaic power generation and biomass were the
MMbmmamwﬂewﬁm:Mﬁmammmmﬁmmwwmdma
concentrating solar generation. While support for tax incentives for renewable energy development specific to regional disparities
may facilitate the development of new sources, mandates for renewable portfolios at high percentages create concerns that RECs
would have to be purchased to meet the mandats, rates for customers would grow rapidly and such mandates would not likely
result in significant quantities of renewable energy sources to be developed in the state. A mandatory renewable energy portfolio
standard could add to Tampa Electric’s costs and adversely affect its operating resuits,

In Florida, the executive orders tasked the FPSC with cvaluating & renewable portfolio target of 20% by 2020. The 2008
Energy Bill directed the FPSC to draft a rule for a RPS to be presented to the Florida Legisiature by Feb. 1, 2009, for ratification,
but did not specify targets and timeframes. Under this direction, the FPSC’s recommendation to the legislature is that the RPS
percentage and timing be 7% by Jan. 1, 2013, 12% by Jan. 1, 2016, 18% by Jan. 1, 2019 and 20% by Jan. 1, 2021. In addition, a
2% of retail revenue cost cap waa proposed, and a new clause for the recovery of costs associated with meeting the RPS standard
was also proposed. Ultimately the Legislature did not ratify the rule in the 2009 session, so the rule has not taken effect. The
Legisisture may take up the issue in the upcoming legislative session, which could include approval of the rule as adopted by the
FPSC, rejection of the rule entirely, or amendment to one or more elements of the rale. While prospects in the Legisiature are
uncertain, nothing can become final until further action of the FPSC after the 2010 legisiative session.

Although the U.S. Congress has considered, but to date has not passed, a federal RPS, there is likely to be an increased
emphasis on the passage of a federal RPS. Tampa Electric could incur significant costs to comply with a high percentage
renewsble energy portfolio standard, as proposed, and its operating results could be adversely affected if the company were not
permitted to recover these coats from customers, or if customers change usage patterns in response to increased rates.

‘Water Supply and Quality

The EPA’s final Clean Water Act Section 316(b) rule became effective Jul. 9, 2004. The mle established aquatic protection
requirements for existing facilities that withdraw 50 million gallons or more of water per day from rivers, streams, lakes,
reservoirs, estuaries, oceans, or other U.S. waters for cooling purposes. Tampa Electric uses water from Tampa Bay at its Bayside
and Big Bend facilities as cooling water. Both plants use mesh screens to reduce the adverse impacts to aquatic organisms and Big
Bend units 3 and 4 use proprictary fins-mesh screens, the best available technology, to further reduce imapacts to aquatic organisms.
Subsequent to promulgation of the rule, a number of states, environmental groups and others sought judicial review of the rule. On
Jan. 25, 2007, the U.S. Court of Appeais for the Second Circuit overturned and remanded several provisions of the rule to the EPA
for revisions. Anmnzotherminp,dnmrejmdmeﬁrmsmof“m-bem analysis and suggested some ways to
incorporate cost considerations. The Supreme Court agreed to review the Second Circuit's decision and heard arguments in
December 2008. EPA decided to rewrite the rule, and expects to propose a nsw rule in 2010. The full impact of the new regulations
will depend on subsequent legal proceedings, the results of studies and analyses performed as part of the rules’ implementation,
and the actual requirements established by state regulatory agencies.

On Jan. 14, 2009, the EPA released a letter stating that it had made a determination that numeric mutrient water quality criteria
is necessary in Florida to implement the Clean Water Act and established & deadline of Jan, 14, 2010 to propose criteris for lakes
and streams, and Jan. 14, 2011 for estuaries. The EPA’s proposed criteria for lakes and streams was published in the form of a
proposed rule in the Federal Register on Jan. 26, 2010. This proposed rule has the potential to affect Polk Power Station’s cooling
reservoir discharge to surface waters, and may require the station to reduce the amount of nutrieats in the cooling reservoir water
before discharge. The proposed rule is subject to public comments and the language may be modified as a result of comments or
reconsidered by the EPA. The provisions of the final rute will not be kuown uniil the final rule is published and becomes
effective. The full effect of the EPA’s criteria for lakes and streams will depend on the outcome of the rulemaking and future legal
proceedings.

The Big Bend, Bayside and Polk Power stations also use water on a daily basis to generate electricity with steam and to
operate its scrubbers to reduce SO, emissions. Water recycling and beneficial reuse programs are widely employed in the fresh
water systems at all three power stations to reduce demand on higher-cost water sources such as municipal water systems.

Conservation

Energy conservation is becoming increasingly important in a period of volstile energy prices and in the GHG emissions
reduction debate. In 2007, the Governor signed three Executive Orders aimed at reducing Florida’s emissions of GHG, which
included a directive for the development of new policies to enhance energy efficiency and conservation statewide. The Climate
Action Team described above completed a final report by the October 2008 deadline and included policy recommendations on
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energy efficiency and conservation targets which may either be used in the deveiopment of new legislation or in the augmentation
of existing FPSC regulation.

Tampa Electric offers customers 27 comprehensive programs to conserve energy. ‘I‘lmeprogmmuedaamdtoredmpﬁak
mgydemmdwhmhdhmhmpnﬂccﬂcmdehymwﬁmofﬁmmgmmm Since their inception, these
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programs and their costs are approved annually by the FPSC with the costs recovered through a clause on the customer’s bill.

In 2007, the FPSC approved the modification of nine existing programs and the addition of 13 new conservation programs.
Following a two-year pilot program, the FPSC approved the Energy Planner program, which is a program aimed at residential
customers that is expecied to reduce summer peak demand by 22 megawatts, winter demand by 28 megawatts and annual energy
consymption by almost 10,000 megawait hours. In addition, PGS offers programs that enable customers to reduce their energy
consumption, with the costs recovered through customers® bills.

In December 2009, the FPSC cstablished new demand-side-management (DSM) goals for 2010-2019 for all investor-owned
clectric utilities. For Tampa Electric, the summer and winter demand goals are 138 and 109 megawatts, respectively, and the
annual energy goal is 360 gigawatt hours. These goals are very aggressive and represent as much as & 300 percent increase over the
company’s previous goals. Tampa Electric is actively developing its overall DSM plan with its associated new and modified
programs to meet the new goals. The DSM plan filing is due to the FPSC on Mar. 30, 2010 with an expected ruling for
approval in June 2010. Implementation of the plan will immediately follow the ruling.

Superfund and Former Manufactured Gas Plant Sites

Tampa Electric Company, through its Tampa Electric and PGS divisions, is a potentially responsible party (PRP) for certain
superfund sites and, through its PGS division, for certain former manufactured gas plant sites. While the joint and several lisbility
associated with these sites presents the potential for significant response costs, as of Dec. 31, 2009, Tampa Electric Company has
estimated its ultimate financial liability to be approximately $19.9 million (primarily related to PGS), and this amount has been
reflected in the company's financial statements. This amount is higher than prior estimates to reflect a 2009 study for the costs of
remediation primarily related to one site. The environmental remediation costs associated with these sites, which are expected to be
paid over many years, are not expected to have a significant impact on customer prices. The amounts represent only the estimated
pertion of the cleanup costs aitributable 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 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 Electric Company and other PRPs is based on each
party’s relative ownership interest in or usage of a site. Accordingly, Tampa Electric Company’s share of remediation costs varies
with each site. In virtually all instances where other PRPs are involved, those PRPs are considered credit worthy.

Factors that could impact these estimates include the ability 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 liability that might arise from
the cleanup activities themseives or changes in Iaws or regulations that could require additional remediation. Under current
regulation, these additional costs would be eligible for recovery through customer rates.

Coal Combustion By-products Recycling

The combustion of coal at two of Tampa Electric's power genersting facilities, the Big Bend and Polk Power stations,
produces ash and other by-products, collectively known as Coal Combustion Byproducts (CCB’s). The CCB's produced at Big
Bend includes fly ash, gypsum, boiler slag, bottom ash and economizer ash. The CCB's produced at the Polk Power Station include
gasifier slag and sulfuric acid. Overall, over 98% of all CCB’s produced at these facilities were marketed to customers for
beneficial use in commercial and industrial products in 2009.

In response to the TVA Kingston coal ash pond failure that occurred in December 2008, the EPA announced that it would
propose new regulations for the management and disposal of CCB's. These rules, which are expected to be published in the Federal
Register in the first quarter of 2010, may include a designation of CCB’s as a new category of hazardous wastes., In addition, these
new rules may prohibit construction of new unlined by-product storage poods and place additional managerent requirements on
existing ash ponds such as those at Big Bend. However, we do not expect that this provision would adversely affect Tampa
MmmdeWmmmwammdemwmmmm
requirements.

REGULATION

The retail operations of Tampa Electric and PGS are regulated by the FPSC, which has jurisdiction over retail rates, quality of
mﬁ:rndmmbimy , issuances of securities, planning, siting and construction of facilities, accounting and depreciation practices,
and matters
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requirements) equal to its cost of providing service, plus a reasonable return on invested capital.

For both Tampa Electric and PGS, the costs of owning, operating and maintaining the utility system, other than fuel,
purchased power, conservation and certain environmental costs, are recovered through baso rates. These costs include operation
and maintenance expenses, depreciation and taxes, as well s a return on investment in assets used and useful in providing electric
mdnmalgud:milmionmha(mbue) The rate of return on rate base, which is intended to approximate the individual
company sm@dmafmmﬁymmmhma&MmmuaMMMnﬂmamm
return on common oquity. Base rates are determined in FPSC rate setting hearings which occur at isvegular intervals at the initiative
of Tampa Electric, PGS, the FPSC or other parties.

Tampa Electric is also subject to regulation by the FERC in various respects, including wholesale power sales, certain
wholesale power purchases, transmission and ancillary services, and accounting practices.

Federal, state and local environmental laws and regulations cover air quality, water quality, land use, power plant, substation
and transmission line siting, noise and aesthetics, security of electric system operating infrastructure, computer systems, customer
and employee related data, solid waste and other environmental matters (see the Environmental Compliance section).

Tampa Electric-Base Raten

Tampa Electric’s rates and allowed retumn on equity (ROE) range of 10.25% to 12.25%, with a midpoint of 11.25%, are in
effect until such time as changes are occasioned by an agreement approved by the FPSC or other FPSC actions as a result of rate or
other proceedings initiated by Tampa Electric, FPSC staff or other interested parties,

Before Auguat 2008, Tampa Electric had not sought a base rate increase since 1992. As a result of lower customer growth,
lower energy sales growth, and average annual capital investments of more than $350 million annually over the past nine years,
Tampa Electric’s 13-month average regulatory ROE was 8.7% at the end of 2008.

Recognizing the significant decline in ROE, Tampa Electric filed for a $228.2 million base rate increase in August 2008. In
March 2009, the FPSC approved a $104.3 million increase in annual base rates, authorizing & new ROE range of 10.25% to
12.25% with a mid-point of 11.25% and an equity ratio of 54.0% for rates effective in May 2009. The Commission also authorized
2 $33.5 million change in base rates effective Jan. 1, 2010 to recover the cost of five peaking combustion turbines and solid-fuel
rail unloading facilities at the Big Bend Station, subject to the conditions that the investments were in commercial operation by
Dec. 31, 2009 and the five peaking combustion turbines are nceded to serve customers. The FPSC later clarified that it would
puformmuudnwmiewtheomﬁnumtnudfmﬂncrsmdtbmincmwmmcrsmdmﬂ unloading facilities in
service.

In July, in response to a motion for reconsideration, the FPSC determined that adjustraents to the capital structure used to
calculate the new rates should have been calculated over all sources of capital rather than only investor sources. This change
resulted in a $9.3 million increase in revenue requirements for a total 2009 increass of $113.6 million, and an additional $0.5
million in 2010, At the same time the FPSC voted to reject the intervenors® joint motion requesting reconsideration of the 2010
portion of base rates approved in 2009,

In September, the intervenors filed a joint appeal to the Florida Supreme Court related to the FPSC's decision to reject their
motion for reconsideration of the 2010 partion of base rates approved in 2009. The FPSC and Tampa Electric will oppose this
appeal. The intervenors filed appellate briefs on Feb. 24, 2010. Thers is no specific time feame for a resolution.

In December 2009, the FPSC approved Tampa Electric’s petition requesting that the proposed rates to support the CT's and
rail unloading facilities be put into effect Jan. 1, 2010, At that time, the FPSC determined that, based on its staff audit of the actual
costs incurred, the portion of base rates approved in 2009 should be reduced by $8.4 million to $23.7 million, subject to refund. A
regulatory ing will be held during 2010 regarding the continuing need for the CTs, the appropriate amount to be recovered
and the resulting rates. Subject to final FPSC approval, the hearing is tentatively set for the first week of September 2010.

Tampa Electric-Cost Recovery Clauses

Fuel, purchased power, conservation and certain environmental costs are recovered through levelized monthly charges
established pursaant to the FPSC's coat recovery clauses. These charges, which are reset annually in an FPSC proceeding, are
based on estimated costa of fusl, environmental compliance, conservation programs and purchased power and estimated customer
usage for a specific recovery period, with a true-up adjustment o reflect the variance of actual costs from the projected costs. The
FPSC may disallow recovery of any costs that it considers imprudently incurred.

In November 2008, the FPSC approved Tampa Electric’s originally requested 2009 fuel rates. The rates included the costs for
natural gas and coal expected in 2009, and the recovery of fus! and purchased power expenses, which were not collected in 2008.
In March 2009, Tampa Elactric filed & mid-course correction with the FPSC to adjust its projected 2009 fuel and purchased power
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costs by $191 miltion for 2009, which when combined with $35 million over recavery in late 2008, resulted in a $226 million
lower projected fuel and purchased power cost. With the FPSC-approved lower projected fuel and power costs combined with the
2009 base rate increase described above, a 1,000 kWh monthly residential bill decreased 11% t0 $114.67.

InSepmberzooy Tampa Electric filed with the FPSC for approval of cost recovery rates for fuel and purchased power,
capacity, environmental and conservation costs for the period January through December 2010. In November 2009, thsFPSC
approved Tampa Electric’s requested rates. The rates include the cost for natural gas, oil and coal expected in 2010, the net over-
recovery of fuel, purchased power and capacity clause expenses, which were collected in 2009 following the March adjustment,
and the operating cost for and a return oa the capital invested in the fourth SCR project to enter service on Big Bend Unit 1 as well
as the operation and maintenance expense associsted with the project as required by the EPA Consent Decree and FDEP Consent
Final Judgmemt (see the Envirommental Compliance section). Rates in 2010 also reflect & two-block residential fuel factor
structure with a lower factor for the first 1,000 kilowstt-hours used each month. Including the effects of the 2010 base rate
approved in December 2009, discussed above, Tampa Electric's residential customer rate per 1,000 kilowatt-hours decreased $1.94
from $114.67 in 2009 to $112.73 in 2010.

The FPSC determined that it was appropriate for Tampa Electric to recover SCR operating costs through the ECRC as well as
earn a return oa its SCR investment instalied on the Big Bend coal fired units for NO, control in compliance with the
environmental consent decree, The SCR for Big Bend Unit 4 was reported in-service in May 2007, the SCR for Big Bend Unit 3
was reported in-service in June 2008, the SCR for Big Bend Unit 2 was reported in-service in May 2009 and cost recovery started
in the respective in-service years. The SCR for Big Bend Unit 1 is scheduled to enter service by May 1, 2010.

Coal Transportation Contract

In 2003, following a request for proposal process, Tampa Electric executed a new five-year contract with TECO Transport, (at
the time an affiliated company, now United Maritime, an unaffiliasted company) effective Jan. 1, 2004, for waterborne coal
transportation and storage services at market rates. Hearings regarding the prudeace of the RFP process and final contract were
held and a final order on the matter was issued in October 2004, which reduced the annual amount Tampa Electric could recover
from its customers through the foel adjustment clause for the water transportation services for coal and petroleum coke provided by
TECO Transport. The annual disallowance was $8 million to $10 million, depending on the volumes and origination points of the
coal shipments, which is reflected in our results. To settle a dispute with the FPSC that arose in 2008 over the calculation of the
waterborne transportation disallowance over its five-year life, Tampa Electric recorded a $1.9 million charge in 2008 (sec the
Tamps Electric section).

Electric issued a RFP for solid fuel transportation services in October 2007. Tampa Electric structured the RFP to
comply with the FPSC ander issued in October 2004. New contracts for solid fuel deliveries were executed with United Maritime,
AEP Menxo and CSX Railroad prior to the expiration of the then existing contract with United Maritime on Dec. 31, 2008. The
Tampa Electric to pursue, with the 2009 completion of construction of rail unloading facilities at Big Bend Power Station (see the
Liquidity, Capital Resources section). In its November 2009 fuel hearings, the FPSC approved the full recovery of rates for 2010
that included the costs associated with the contracts described above.

Hardening of Transmission and Distribution Facilities

Due to extensive storm damage to utility facilities during the 2004 and 20035 hurricane seasons and the resulting outages utility
mammmmmmmcmmmdammupmmawadwm building and
strengthening transmission and distribution systems that would minimize long-term outages and restoration costs.

The FPSC subsequeatly issued an order requiring all investor owned utilities (IOUs) to implement a 10-point storm
preparedness plan designed $0 improve the statewide electric infrastructure to better withstand severe storms and expedite recovery
from future storms. Tampa Electric has implemented its plan and cstimates the average incremental non-foel operation and
maintenance expense of this plan to be approximately $20 million annually. The FPSC also modified its rule regarding the design
standards for new and replacement transmission and distribution line construction, including certain critical circuits in a utility’s
system. Future capital expenditures required under the storm hardening program are expected to average approximately $20
million anaually for the foresecable future.

Florida’s Energy Plan
The FDEP has produced an energy plan for the state that, among other initiatives, encourages fuel diversity for electric
mm«mmmmmmmwmmummm
programs foe residential and business customers reganding energy conservation, expansion of the use of hydrogen and additional
grants to study alternative energy supplies (see the Environmentsl Compiiance section).
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Utility Competition—Electric

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

Presently there is competition in Florida’s wholesale power markets among Florida's utilities and from other suppliers of
clectricity largely as a result of the Energy Policy Act of 1992 and related federal initiatives. However, the state’s Power Plant
Siting Act, which sets the state's electric energy and cavironmental policy and governs the building of new generation involving
steam capacity of 75 megawatts or more, requires that applicants demonstrate that a plant is needed prior to receiving construction
and operating permits.

FPSC rules require IOUs to isswe RFPs prior to filing a petition for Determination of Need for construction of a power plant
with a steam cycle greater than 75 megawatts. The rules provide a mechanism for expedited dispute resolution, allow bidders to
submit new bids whenever the IOU revises its cost estimates for its self-build option, require IOUs to disclose the methodology and
criteria to be used to evaluate the bids, and provide more stringent standards for the IOUs to recover cost overruns in the event the
self-build option is deemed the most cost-effective.

PGS Rates

PGS’ previous base rates, which became effective in January 2003, were agreed to in a settiement with all parties involved.
PGS’ 2003 authorized rates provided an allowed ROE range from 10.25% to 12.25% with an 11.25% midpoint. At the end of 2007,
PGS" 13-month average regulatory ROE was below the bottom of its allowed range as a result of higher operating costs, continued
investment in the distribution systemn and higher costs associated with required safety requirements, such as transmission and
distribution pipeline integrity management.

Recognizing the significant decline in ROE, PGS filed for a $26.5 million base rate increase in August 2008. In May 2009, the
FPSC spproved a $19.2 million increase in annual base rates, authorizing a new ROE range of 9.75% to 11.75% with a mid-point
of 10.75% and an equity ratio of 54.7% for rates cffective in June 2009.

PGS Cost Recovery Clauses

PGS recovers the costs it pays for gas supply and interstate transportation for system supply through the PGA clanse. This
charge is designed to recover the costs incurred by PGS for purchased gas, and for holding and using interstate pipeline capacity
for the transportation of gas it delivers to its customers. These charges may be adjusted monthly based on a cap approved annually
in an FPSC bearing. The cap is based on estimated costs of purchased gas and pipeline capacity, and estimated customer usage for
upeclﬂcmetypaiod.wnhamupdjummmmevﬁmofmmaMwﬁmﬂwmwMqu

prior periods, In November 2009, the FPSC approved rates under PGS’ PGA for the period January 2010 through December 2010
fwﬂwm&yoﬁ&amdnmﬂmpmmudfamdmmcum

In addition to its base rates and purchased gas adjustment clause charges, PGS customers (except interruptible customers) also
pay a per-therm conservation charge for all gas. nuchmumdmpmmswomiummmin
and implementing energy conservation programs, which are mandated by Florida law and approved and supervised by the FPSC,
mummm.m.mwummymemmmmmmmm
if it demonstrates that the programs are cost effective for its ratepayers.

Utility Competition—Gas

Although PGS is not in direct competition with any other regulated distributars of natural gas for customers within its service
areas, there are other forms of competition. At the present time, the principal form of competition for residential and small
commercial customers is from companies providing other sources of energy, including electricity, propane and fuel cil. PGS has
taken actions to retain and expand its natural gas distribution business, including managing costs and providing high quality service
to customers.

In Florida, gas service is unbundied for all non-residential customers. PGS has a “NaturalChoice” program, offering
unbundied transpostation service to all cligible customers and allowing non-residential customers to purchase commodity gas from
a third party but continue to pay PGS for the transportation. As a result, PGS receives its base rate for distribution regsrdiess of
whether a customer decides to opt for transportation-only service or continue bundled service, PGS had approximately 15,200
transportation customers as of Dec. 31, 2009 out of approximately 31,400 eligible customers.

Competition is most prevalent in the large commercial and industrial markets. In recent years, these classes of customers have
mmhymmmwmmwuwmmmmmwwms
facilities. In response to this competition, PGS has developed various programs, including the provision of transpartation services
at discounted rates.
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Item 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.
Risk Management Infrastructare

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

wmmmmwm)wmwmmaumomgmdmmm
Policy is approved by our Board of Directors and administered by a Risk Authorizing Committee (RAC) that is comprised of
senior management. Within the bounds of the Policy, the RAC approves specific hedging strategies, new transaction types of
products, limits, and transacting authorities. Transaction activity is reported daily and measured against limits. For all commodity
risk management activities, derivative transaction volumes are limited to the anticipated volume for customer sales or supplier

The RAC administers the Policy with respect to interest rate risk exposures. Under the Policy, the RAC operates and oversees
transaction activity. Interest rate derivative transaction activity is directly comelated to borrowing activities.

Risk Management Objectives

The Front Office is responsible for reducing and mitigating the market risk exposures which arise from the ownership of
physical assets and contractual obligations, such as debt instruments and firm customer sales contracts, The primary objectives of
the risk management organization, the Middle Office, are to quantify, measure, and monitor the market risk exposures arising from
the activities of the Front Office and the ownership of physical assets. In addition, the Middle Office is responsible for enforcing
the limits and procedures established under the approved risk management policics. Based on the policies approved by the
company’s Board of Directors and the procedures established by the RAC, from time to time, members of the TECO Energy group
of companies enter 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 at Tampa Electric
and PGS;

»  Interest rate fluctuations on debt at TECO Energy and its affiliates; and
e  Price fluctuations for physical purchases of fuel at TECO Coal.

The TECO Energy companies use derivatives only to reduce normal operating and market risks, not for speculative purposes.
Qur primary objective in using derivative instruments for regulated operations is to reduce the impact of market price volatility on
wcommachtymplm.smhasmm

Derivatives and Hedge Accouniting

Accounting standards for derivative instruments and hedging activities requires us and our affiliates to recognize derivatives
as oither 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 components of other comprehensive income or net income, depending on the designation of those
instraments,

Designation of a hedging relationship requires management to make assumptions about the future probability of the timing
MWMWWWM&MW&&MMWmM&WmMW
or cash flows of the hedged iten or transaction. The determination of fair value is dependent upon certain mpﬁmamd
judgments, as deacribed mare fully below (see Note 22 to the TECO Energy Comsclidated Financial Statements

Fair Value Measurements

Effective Jan. 1, 2008, the company adopted accounting standards for fair value measurement. These standards define fair
value, establish & framework for measuring fair value under generally accepted accounting principles, and expand disclosures
about financial assets and lisbilities carried st fair value, The majority of the company’s financial assets and lisbilities are in the
form of natural gas, heating oil and interest rate derivatives classified as cash flow hedges and auction rate securities. This adoption
did not have a material irapact on our results of operations, liquidity or capital.

Most natural gas derivatives were entered into by the regulated utilities to manage the impact of natural gas prices on
customers. As a result of applying the provisions of accounting standards for regulsted activities, the changes in value of natural
gas derivatives of Tampa Electric and PGS are recorded as regulatory assets or lisbilities to reflect the impact of the risks of
hedging activities in the foel recovery clause. Because the amounts are deferred and ultimately collected through the fuel clause,
the unrealized gains and losses associsted with the valuation of these assets and liabilities do not impact our results of operations.
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rate changes for debt that was issued in 2008. The $11.8 million settlement of these instruments at the time the debt was issued,
May of 2008, was recorded in accumulated other comprehensive income and is being amortized to earnings over the life of the
related debt which matures on May 15, 2018.

Heating oil hedges are used to mitigate the fluctuations in the price of diesel fuel which is a significant componeat in the cost
of coal production st TECO Coal and its subsidiaries.

The valuation methods we used to determine fair value are described in Note 22 to the TECO Energy Consolidated
Financial Statements.

Credit Risk

We have a rigorous process for the establishment of new trading counterparties. This process includes an evalustion of each
counterparty’s financial statements, with particular attention paid to liquidity and capital resources; establishment of counterparty
specific credit limits; optimization of credit terms; and execution of standardized enabling agreemeats. Our Credit Guidelines
require transactions with counterparties below investment grade to be collateralized.

Contracts with different Jegal entities affiliated with the same counterparty are consolidated for credit purposes and managed
as appropriate, considering the legal structure and any netting agreements in place. Credit exposures are calculated, compared to
limits and reported to management oan a daily basis. The Credit Guidelines are administered and monitored within the Middle
Office, independent of the Front Office.

We have implemented procedures to monitor the creditworthiness of our counterparties and to consider nonperformance in
valuing counterparty positions. Net liability positions are generally not adjusted as we use our derivative transactions as hedges and
we have the ability and intent to perform under each of our contracts. In the instance of net asset positions, we consider general
market conditions and the observable financial health and outlook of specific counterparties, forward looking data such as credit
default swaps when available and historical default probabilities from credit rating agencies in evaluating the potential impact of
noaperformance risk to derivative positions.

Certain of our derivative instruments contain provisions that require our debt, or in the case of derivative instruments where
Tampa Electric Company is the counterparty, Tamps Electric Company’s debt, to maintain an investment grade credit rating from
any or all of the major credit rating agencies. If our debt ratings, including Tampa Electric Company’s, were to fall below
investment grade it could trigger these provisions, and the counterparties to the derivative instruments could request immediate
payment or demand immediate and ongoing full overnight collateralization on derivative instruments in net lisbility positions. The
aggregate fair value of all derivative instruments with credit-risk-related contingent features that are in a lisbility position on Dec.
31, 2009, was $36.7 million, including Tampa Electric Company positions of $35.9 million. If the credit-risk-related contingent
features underlying these agreements were triggered as of Dec. 31, 2009, we coukd have been required to post colisteral or settle
existing positions with counterparties totaling $36.7 million. In the unlikely event that this situation would occur, we believe that
we maintain adequate lines of credit to meet these obligations.

Intevest Rate Risk

We are exposed to changes in interest rates, primarily as a result of our borrowing activities. We may enter into futures, swaps
and option contracts, in accordance with the approved risk management policies and procedures, to moderate this exposure to
interest mte: changes and achieve a desired level of fixed and varinble rate debt. As of Dec. 31, 2009 and 2008, a hypothetical 10%
increase in the consolidated group’s weighted average interest rate on its variable mte debt during the subsequent year would not
result in a material impact on pretax eamings. This is driven by the low amounts of variable rate debt at TECO Energy and at our
subsidiaries,

‘These amounts were determined based on the variable rate obligations existing on the indicated dates at TECO Energy and its
subsidiaries. A hypothetical 10% decrease in interest rates would increass the fair market value of our long-term debt by
approximately 2.7% at Dec. 31, 2009 and 4.0% at Dec. 31, 2008 (sec the Financing Activity section and Notes 6 and 7 to the
TECO Energy Consolidated Financial Statements). The above seasitivities assume no changes to our financial structure and
mumwcmmmmmwmmwmummm(mmm
Factors section).

Commodity Risk
‘We and our affiliates face varying degrees of exposure to commodity risks including coal, natural gas, fuel oil, and other
energy commeodity prices, Any changes in prices could affect the prices these businesses charge, their operating costs and the
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competitive position of their products and services. We assess and monitor risk using a variety of measurement tools. Management
mﬁwmwmmmhbmdmuawdumdmwgmymmﬂ

Regulated Utilities

Historicaily, Tampa Electric’s fuel costs used for generation were affected primarily by the price of coal and, to 8 Jesser
degree, the cost of natural gas and fuel oil. With the repowering of the Bayside Power Station, the use of natural gas, with its more
voiatile pricing, has increased substantially. PGS has exposure related to the price of purchased gas and pipeline capacity.

Currently, Tampa Electric’s and PGS’® commodity price risk is largely mitigated by the fact that increases in the price of foel
and purchased power are recovered through cost recovery clanses, with no anticipated effect on exmings, However, increasing fuel
cost recovery has the potential to affect total energy usage and the relative attractiveness of electricity and natural gas to
consumers. To moderate the impacts of fuel price changes on customens, both Tampa Electric and PGS manage commodity price
risk by entering into long-term fuel supply agreements, prudently operating plant facilities to optimize cost, and entering into
derivative transactions designated as cash flow hedges of anticipated purchases of wholesale natural gas. At Dec. 31, 2009 and
2008, a change in commeodity prices would not have had a material impact on esrnings for Tampa Electric or PGS, but could have
had an impact on the timing of the cash recovery of the cost of fuel (sce the Tampa Electric and Regulation sections).

Unregulated Operating Companies

Qur unregulated operating companies, TECO Coal and TECO Guatemala, are subject to significant commodity risk. The
operating companies do not speculate using derivative instruments. However, all derivative instruments may not receive hedge
accounting treatment due to the strict requirements and narrow applicability of the accounting rules to dynamic transactions.

TECO Coal is exposed to commodity price risk through coal sales as a part of its daily operations. Where possible and
economical, TECO Coal enters into fixed price sales transactions to mitigate variability in coal prices. TECO Coal is also exposed
mvmahhqmwgmnamuhofpmahcmhwofdiudoummmﬁmMDe&m 2009, TECO Coal had
derivative instruments in place to reduce the price variability for its anticipated 2010 diesel oil purchases for nearly all coal
production volumes sold under contracts that did not include a fuel price component. Accordingly, a change in the average annual
price for diesel oil is not expected to significantly change TECO Coal’s cost of production.

Like Tampa Electric and PGS, TECO Guatemala has commodity price risk that is largely mitigated by the fact that increases
in the price of fuel are passed through to the power purchasing distribution utility. However, changes in the relative cost of coal-
fired and oil-fired generation in Guatemala can have a substantial impact on the dispatch frequency of TECO Guatemala's units
and its ability to achieve incremental spot market sales.

Changes in Fair Value of Derivatives (millions)

Net fair valus of derivatives a8 of DeC. 31, 2008 .. .. . ittt iiiettiieitatnsseeestoaseoseonsrsessasssscsnes .. $1514)
Additions and net changes in unrealized fair value of demmivea ......................................... 3633
Changes in valuation and ABSUMPHIONS . ... ..oivuntiiunioireairenssrcsscnarnsncaseasstscans e
Realized net settlement of detivatIvES ... ........cvvtnenerrensainnsanerresnarsesnnsasseessssncessosss (248.5)

Net fair value of derivatives asof Dec. 31,2009 ................... Chaeetmacnasarerresecrenvarterartertrans $ (36.6)

Roll-Forward of Derivative Net Assets (Liabilities) (millions)

Toulenergycommnetm(hnhﬁﬁa)uoﬂ)ec 31,3008 .............................................. 151.4)
Wquﬂmmme ................................ 3633
Recorded inecamings ............ccovecvcscennnnencsns atesteeesaasaaraeratenttesteansareaescnnans —
Realized at settlement of deTivatives . ... .o iiivinniin ittt sansacsrssncsssssssesnsssnsnsnssens (248.5)

p .

Net Oplion Premitm PRYIIEILS . . . ... oiiitintrrecinasssaresronansorssesnsnsesesessosssesnessssssenressnns —

sale) of existi —

Net purchase (sale) Of eXiSting CORIACES ... ..cveviviisrrstesnscnesrseesssnesssonressnsransese venees

Te iabilil of Dec. 31, 2009 36.6

‘otal energy contract net assets (liabilities) as B 11 O $ (36.6)

——
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(miilions) Currest Nosecurremt Total Fuir Value
o etivly quoted prics e S— s— s —
Other cxtemal price SOUTCEs 01 . ................ccoiveiiiiniisiiiiniini, (332 (34) (36.6)
Mmm Ceresenens crerestrtetettavenn Certerreeeesestesnesesranann — Il —_
Total ....covviiiiiinnnan Chveserressesenaana Chessvesssssesararanans srevesne ¥332) 2(34) $(36.6)
(4} &mmwﬁmmw‘?mm;?muﬁgmmmummmmmm

(2) Model prices sre used for deterining the fair value of energy derivatives where price quotes are infrequent or the market is illiquid. Significant inputs w the

models are derived from market observable data and actual historical experience.

75

86




TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED; SEPTEMBER 3, 2010

Item 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA.

TECO ENERGY, INC.

Dogsle.
Report of Independent Registered Certified Public Accounting Firm . .........ooiiuiiiiieiaiicnienniercennnrnns T
Consolidated Balance Sheets, Dec. 31,2000 and 2008 .. ... ... .. ihiiiiiniiineivarsannrssosoncracasensanns 7879
Consolidated Statements of Incoms for the years ended Dec. 31,2009,2008 and 2007 ...........co0vvvnnnennannen 80
Consolidated Statements of Comprehensive Income for the years ended Dec. 31, 2009, 2008 and 2007 .............. 81
Consolidated Statements of Cash Flows for the years ended Dec. 31, 2009,2008and 2007 ........0cciiivenvinrens 82
Consolidated Statements of Capital for the years ended Dec. 31,2009,2008 and 2007 .. ..........ovinininienennss 83
Notes to Consolidated Financial StBEmMENDS .. ... ...ciiuiiuiiinininiresiaaseiiseroersacacsssssssssnssseancns 84-128
Management's Report on Internal Control Over Financial Reporting . ......c.ccoiieniniiiiiiiiiiiiiiisrsnaieees 166
Financial Statement Schedule I—Condensed Parent Company Financial Statements .............cvvcivncirannnes 171-174
Financial Statement Schedule II—Valuation and Qualifying Accounts and Reserves for the years ended Dec. 31, 2009,
b B 1 175
L T P 177

All other financial statement schedules bave 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 Registered Certified Public Accounting Flrm
To the Board of Directors and Shareholders of TECO Energy, Inc.:

In our opinion, the consolidated financial statemeats listed in the accompanying index present fairly, in all material respects, the
financial position of TECO Energy, Inc. and its subsidiaries (the Company) at December 31, 2009 and 2008, and the results of their
operations and their cash flows for each of the three years in the period ended December 31, 2009 in conformity with accounting
principles generally accepted in the United States of America. In addition, in our opinion, the financial statement schedules listed
in the accompanying index present fairly, in all material respects, the information set farth therein when read in conjunction with
the related consolidated financial statements, Also in cur opinion, the Company maintained, in all material respects, effective
internal control over financial reporting as of December 31, 2009, based on critesia established in Internal Control - Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO0). The Company’s
management is responsibie for these financial statements and financial statement schedules, for maintaining effective internal
control over financial reporting and for its assessment of the effectiveness of intemal control aver financial reporting, included in
MmmmawmwcmmuFmﬂwmeuwmm
on these financial statements, on the financial statement schedules, and on the Company’s interal control
memmmWemehmmmmﬁ&mCmym
Oversight Board (United States). Those standards require that we plan and perform the sudits to obtain reasonable assurance about
whether the financial statements are free of material misstatement and whether effective internal control over financial reporting
was maintained in all material respects. Our audits of the financial statements included examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant
cstimates made by management, and evaluating the overall financial statement presentation. Our andit of internal control over
financial reporting included obtaining an understanding of intexnal control over financial reporting, assessing the risk that a
material weakness exists, and testing and evaluating the design and operating effectiveness of intenal control based on the
assessed rigk. Our audits also included performing such other procedures as we considered necessary in the circumstances. We
believe that our audits provide a reasonsble basis for our opinions.

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

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements, Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because
of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorste.

s/ PricewaterhouseCoopers LLP

Tampa, Florida
February 25, 2010
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TECO ENERGY, INC.
Consolidated Balance Sheets

Shm-wminvumu ..................................... Cetieaneaean

The accompanying notes are an integral part of the consolidated financial statements.
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TECO ENERGY, INC.
Consolidated Balance Sheets-Continued

31,1954 31990
Total other liabilities ............. Canerteresserectoetaeranans rreeraarennena vieear 43628 43554

Commitments and contingencies (see Note 12)

Recourse .

P R R R N O R RSy ChetASTeaBeT LN A Tt ER AN EN KN

Common equity (400.0 million shares authorized; par value $1; 213.9 million shares and 212.9 miilion

shares outstanding at Dec. 31, 2009 and 2008, respectively) .........ccovvneennn 2139 2129
Additional paid incapital ........... Ceesrenarereraeaas Cererarearaeaiiaaes ceereeennaeess  1,5308  1,5182
Retained .

The accompanying notes are an integral part of the consolidated financial statements.
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TECO ENERGY, INC.
Consolidated Statements of Income
3hare amonnts
Fwﬂ-y-nuzne. 31, ) 2009 2068 2007
Revenues
electric and (uwlu&sﬁmhmﬁaaaudmmxpumdsnsﬂm

2009, $109.2 in 2008 and$1112in2007) .....cvvinreverrranncnannncensanannans $2,649.1 $2,7782 $2,786.3
Unregulated ........c..coivniiiviniierannnenas o etrresvecsraenersactanreeenns 661.4 597.1 749.8
TOtRl FBVEDIES . ... .ciociiinirnneanccnraantonsasaneracetensacaassacscenncn 33105 337153 3,536.1

909.9 8194 854.7
171.6 3054 219
2427 476.6 3899
3187 ma 2804

458.7 440.6 4354
— — 2064
17.1 18.2 16.6
187.6 1739 183.5
2879 266.1 263.7
239 — o
— 09 (221.3)
2244 211.5 2183

28503 29903 28995

Income fromoperatlons ..........cciciiiiiiiiiiiiiiii ittt 460.2 383.0 636.6
Other income (expense)
AHowance for other funds used during construction .. .....civiniiiinaiiiiiirceianian 9.3 63 4.5
Otherincome ........ccvonn s et eeiatesaretiaesrasaar ettt ttereaantons 233 215 1120
Loss on debt exchange/extinguishment .. ....... o oottt iiiiinernecrnosesnnes - —_ (329
Income from equity investments ........... v reisearararsartaceananennas Ceeves 46.7 729 68.5
Total OHher InCOME . .. ..ueiniit i iiiiiiieasssessossaosssasennansaransonss 793 100.7 152.1
Interest charges
INtETORL EXPOIBE . ... vvunneerorenncecsasosonnssennssssnnnennsssasasssnnssanss 2315 2313 2595
Allowsnce for borrowed funds used duringconstraction ...........c00veuen. ereruaes “.5) (24) 1.7y
Total interest CHAIEES ... viiieiionrriiirsirioscaraconssessoasasces 2270 2289 2578
Income before provision for income taxes . . ........ trrenenarann Cerssretenaan 3128 2568 5309
Provision for iNCOME RRES .. . ..oovviuuneriorannarocroacsssntosvsosssansnssanas 98.6 944 2142
Income from continuing operations .................. fraeens Cearecnetarsieseananes 213.9 162.4 316.7
Discontinued operations
Income tax (benefit) provision . .........o0iiiiiiiii i, Chaentenannes Ceereaaen — _— (14.3)
Total discontinued OPErBHONE .......oovvitiiiinieiiatiiarnerstscnsconscnnans — — 143
NetInCOmI® .........cconviinnrneancsnearnrannons e tteteteattertaansiatiettinns $ 2139 $ 1624 § 3310
Plus: Nabummmmuhgmm..... ................................ § — § — § R2
Net income attributsble to TECOEnergy .........ovvvvvnnnn. Ceeienaseenerareaeneen $ 2139 $ 1624 § 4132
b I R
Average common shares outstanding —Basic .....iiiiiiiiiiiiiisiea e .. 2118 210.6 209.1
—Diluted ....... Ceesersanrraranrens 213.1 2114 209.9
Earnings per share from continuing operations —Basic ..... Ceereteeretteanrarrans $ 100 8§ 077 § 19
.......... tieeerasrsiiesees § 100 8§ 077 $ 189
Earnings per share from discontinned operations —Basic ..............ccocivananas . % - 8§ — 8 007
—Dilued . ... ieiiiiiieiieenaaean $ — $ — § o007
Earnings per share B $ 100 $ 077 § 197
—Diluted ......000000iiean N $ 100 8 077 §$ 19
Dividends declared and paid per common shareoutstanding ..............ccooviininnianen $ 0800 $ 0795 $ 07718
N, e, EESTETITINNR

The accompanying notes are an integral part of the consolidated financial statements.
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TECO ENERGY, INC.
Consolidated Statements of Comprehensive Income

Farhy)nnﬂm.ﬂ. 2009 2008 007
N OO .. ... ... ... iuutiiintinnneesorntneecoasientocrcaseacennnesnannnssnnne ... $2139 851624 34132

Other comprehensive income (loss), net of tax
Net unrealized gains (losses) on cash flowbedges ...........ooooviiiiiiiiiieininiene, 178 (189)  (63)
Amortization of unrecognized Denefit COBE ... ... ..ciiiiieiitiianciaiiarrcanareneinann 1.3 26 g;
Recognized benefit costs due tocurtailment ................ Wedsansineereatesttanananes e e A
Change in benefit obligation due to annual remeasurement ......... rtreetieistrareeacanee 02 (108) 85
Unrealized loss on available-for-sale securities . ... ... .iiviiirereererrvrroncoarasasenns 1.7 an -
Other comprehensive incoms (1088), BELOFIAX ... .cvivniniiiirncssieersernsesanes 210 (288) 133
Comprehensive INCOMIE . . ... .. ..iiiiii ittt i ittt e aaar e $2349 S$133.6 $4265

The accompanying notes are an integral part of the consolidated financial statements.
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The accompanying notes are an integral part of the consolidated financial statements.
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TECO ENERGY, INC.
Consolidated Statements of Cash Flows
{millions)
hﬂbglﬂb& 31, 2009 2008 2007
Cash flows from operating activities
NOtIROOME . ... 0iuiriinnrainarstararrssnontorssscnnnssssnsssansssnansn ceenes $2139 $1624 $ 3310
Adjustments to reconcile net income to net cash from operating activities:
Depreciation and amortization ............ i treveesatanncttatreeattracstacant 2879 2661 263.7
Deferred inCOMEAXES . ....cvvvvneeennnns tereseacassearanans teeerseraearaan 985 954 184.8
Investment tax credits, Det ... ... iiiiiii it iai ittt i st a s ©4) (1.0) 2.5)
Allowsnce for other fonds nsed during construction . .........coiviviesvinnrconnn. 9.3) 6.3) 4.5
Non-cash stock compensation ........... Ctesaseteaetetaonenstttastonnrsnanne 103 9.7 11.6
Gain on sales of business / assets, pretax .. ..... vreeeaas Cerveresienertans . (16.0) a7 (Q4s.1)
Eqﬁtymeumnpofmsohdmdaﬂiﬂmwof@dmibm»ummy @43 @9 (18.0)
Non-cash debt extinguishment /exchange ...........coceeiiviriinucironssoases - —— 26
Derivatives marked-20-Iarket . ... ... .. i ittt ittt it ey —_ —_ 82.7)
Deferred ClRUEE . ... .. it ettt i n e inc e 1366 (115.8) 123.7
Receivables, less allowance for uncollectibles ..... ereaeseea Herecieraaesernanne 85 100 8.7
Inventories ............ L O (21.0) 9.0) 9.6)
Prepayments and other deposits . .. ... ... .iiiiii it it iae et 0.1 2.8) 32
Y N N U N 0.2 (14.8) 266
INtErest aCCTBA .. ... iunniannnenccanrantierrceananane Cherreraeseiaeaans 0.1 124 (17.8)
Accountspaysble ................ Ce s et iererasanateneateartoonasatenteanns (387 (8.3) (29.6)
BT . .o iieiieiieiiiaatareceaereetatiatnacraotataonttananaaneranannenan 64.3 143 8.9
Cash flows from operating activities .............ooi0inens Cerscesecnisanas 7247 3878 554.0
Cash flows from investing activities
Capital T N et eiteersceceirteccttatanne (639.8) (589.5) (4944)
Allowance for other funds used during construction .........coveavrerciinncaavassanes 9.3 6.3 4.5
Netpmeeedsﬁomsaluofhmmlm ........... P 316 0.6 4052
............................................................... 05 (0.1) 299
(lnvunnmts in) / Distributions from unconsolidated affiliates .................c..c00un ©0.2) 132 27.5
Other investments .........ccoveeiennsesesanenes Meesetsiinittieatethaanarranan 16.3 76.1 0.4)
Cash flows used in investing activities ................. fersesarasevacnnaas (582.3) (4934) @21.70
Cash flows from financing activities
DAVIdEDAS ... ..ttt it it et eer et atan e e teanaaareare e tann (170.8) (168.6) (163.0)
Proceeds fromsale of cOmmMON SOCK . ... .0ttt iiiiiiiiiietiiiiiiiccianansanns 5.1 218 140
Proceeds from long-termdebt ............ s easeeireaserenesetatarrtesantiaacnans 1020 3278 444.1
Repaymentof Jong-termdebt ........cccinvnenricscnioncanssns PN 69) (293.8) (1,137.5)
Contributions from noncontrolling interests ..........vvieiviineriecirrosranaannanen — — 81.3
Debt axchange premitmms . . . ... .cconiuieenniaesieraasereransessoscaressascasnas — —— (21.2)
Net (decreass) increase in short-termdebt. ..........occvinnenn e teriracarriennas {380) 680 (23.0)
Cash flows used in financing activities ..........coiiiiieiiiiiiinennianin, (1086) (44.8) (808.3)
Net increase (decrease) in cash and cash equivalents ................ Creireeecanene 338 (154 (213.0)
Cash and cash equivalents at beginning of the year ..... ceeeenan Ceeriecncentann ‘e 122 1626 441.6
Cash and cash equivalents stendoftheyear . ..... ... ..ot $ 460 § 122 § 1626
IR TRESIINEEE  SEesevRy
disclosure of cash flow information
Cash paid during the year for:
Interest (net of amounts capitalized) ...........cociiiiiiiiiiiiiiiiniiaa., $2164 $203.0 § 2621
Income taxespaid (refund) .........cccciiiiinennn.. Cerereene Ceeraanines $ 41 3 60 § (103
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TECO ENERGY, INC.
Consolidated Staternents of Capital
Accumauiated
Common Awn Retsined Comprebemsive Noacontreliing Total

(illiowm) Dww®  Swck  Capiel  Ewsings lncome(lew) _ Interest = Captal
Balunce, Dec. 31,2006, .. ...ovovnevnnnenn 2095 $2095 314663 § 837 $(30.5) $(08) $1,7282
Netincome .........coooeveenn RN 4132 (822) 3310
Other comprehensive income, aftertax ...... 133 133
Common stock issoed . ... ...ooovinnenn, 14 14 10.9 123
Cash dividendsdeclared .. ................ (163.0) (163.0)
Stock compensation expense .............. 11.6 116
Implementation of guidance for uncertain tax

POSIIONE .. ..ooivvnvninrscncercnannes 0.2 02
Tax benefits—stock options .. .......... 04 04
Decresse in noncontrolling interest ......... 83.0 83.0
Balance, Dec. 31,2007 ... ... cviinaannnn 2109 32109 3$1,489.2 §$334.1 $(17.2) L $2.017.0
Netincome ........ocoiivnciarnoiinanns 162.4 1624
Other compechensive loss, aftertax . ........ (28.8) (28.8)
Common stock issued . ... ....c.ocvnnies 20 20 19.3 213
Cash dividends declared .. ................ (163.6) (168.6)
Stock compensation expense .............. 9.7 9.7
Implementation of guidance for employer’s

post-retirement benefits ................ (3.3) 5.3
Balance, Dec. 31,2008 ...........c0antts 2129 32129 $1,5182 $3226 $(46.0) $ — $2.007.7
Netincome .............. Ceteereresaenn 2139 2139
Other comprehensive income, aftertax ...... 210 210
Commonstockissued. ...............0000 1.0 1.0 22 32
Cash dividends declared .. ................ (170.8) (170.8)
Stock compensation eXpense .............. 10.4 104
Balance, Dec. 31,2009 . ...........00u e . 2139 $2139 $15308 $3637 25.0) $ $2,0854

T R a—7 b T —— TR TRCTImRS

{1} TBOO Energy had & maximum of 400 million shares of $1 par value common stock suthorized as of Dec. 31, 2009, 2008, 2007 sad 2006.

The accompanying notes are an integral part of the consolidated financial statements.
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TECO ENERGY, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Significant Accounting Policies
The significant accounting policies for both utility and diversified operations are as follows:

Principles of Consolidation

The consolidated financial statements include the accounts of TECO Energy, Inc. and its majority-owned subsidiaries (TECO
Energy or the company). All significant inter-company balances and inter-company transactions have been eliminated in
consolidation. Generally, the equity method of accounting is used to account for investments in partnerships or other arrangements
in which TECO Energy ox its subsidiary companies do not have majority ownership or exercise control.

F«mﬂmmmmdmmmaﬁmﬁmdnvmbbmmymwmmmmm
wmmmmﬁuummmamm&mmyummmm beneficiary,
mmmumwﬂmmamﬁthmfmmymmwmmﬁmmhmh
primary beneficiary, then the VIE is accounted for using the equity or cost method of accounting. In certain circumstances this can
resalt in the compsny consolidating entities in which it has less than & 50% equity investment and deconsolidating entities in which
it has & majority equity interest (see Note 19).

Use of Estimates

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

Cash Equivalents

Cuheqmvﬂmmhxwthnid,high-quahtymvesumntspmchnedwithmmgimlmamyofthmemm:mmm
carrying amount of cash equivalents approximated fair market value because of the short maturity of these instraments.

Restricted Cash

Restricted cash included in “Deferred charges and other assets” included $7.0 million at Dec. 31, 2009 and $7.3 million at
Dec. 31, 2008 of cash held in escrow related to the 2003 sale of Hardee Power Partners (HPP). The $7.0 million will be released
from escrow in 2012, upon maturity of debt finsncing currently held by the purchaser of HPP, Restricted cash also included other
unrelated amounts totaling approximately $0.2 mitlion at Dec. 31, 2008.

Cost Capitalization

Debt issuance costs—The company capitalizes the external costs of obtaining debt financing and includes them in “Deferred
charges and other assets” on TECO Energy’s Comaolidated Balance Sheet and amortizes such costa over the life of the related debt
on a straight-line basis that approximates the effective interest method. These amounts are reflected in “Interest expense” on TECO
Energy*s Consolidated Statements of Income.

As discussed in Note 7, Long-term Debt, in December 2007, TECO Energy compieted a debt exchange offer where $899.3
million principal amount of outstanding TECO Energy notes were exchanged for TECO Finance notes with substantially the same
terma. Fees paid to the note holders in connection with these transactions of $21.2 million were capitalized and will be amortized
over the lives of the related TECO Finance notes. The payment of these fees is reflocted as “Debt exchange premiums” in the
Financing section of the Consolidated Statement of Cash Flows for the year ended Dec. 31, 2007.

Planned Major Maintenance

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

TmmmmGuSmMS)mmmmmmnthmmmms
concurrent with a planned major maintenance outage, the cost of adding or replacing retirement units-of-property is capitalized in
mmmmmm@mmmmwmmm
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The Ssn José and Alborada plants in Guatemala have power purchase agreements (PPA) with EEGSA. A major maintenance
revenue recovery component is explicit in the capacity payment portion of the PPA for each plant. Accordingly, a portion of each
maonthly fixed capacity payment is deferred to recognize the portion that reflects recovery of future planned major mainmensnce
expenses. Actual maintenance costs are expensed when incurred with a like amount of deferred recovery revenue recognized at the
same time.

Depreciation

TECO Energy subsidiaries compute depreciation primarily by the straight-line method at annual rates that amortize the
original cost, less net salvage value, of depreciable property over its estimated service life. TECO Coal subsidiaries depreciate
certain mining assets by the units of production method that assigns a rate per unit produced by dividing the original cost over the
estimated amount of units.

Total depreciation expense for the years ended Dec, 31, 2009, 2008 and 2007 was $275.2 million, $257.3 million and $254.0
million, respectively. The provision for total regulated utility plant in service, expressed as a percentage of the original cost of
depreciable property was 3.6% for 2009 and 2008 and 3.7% for 2007.

Allowance for Funds Used During Construction (AFUDC)

AFUDC is a non-cash credit © income with a corresponding charge to utility plant which represents the cost of borrowed
funds and a reasonable return on other fands used for construction. The base on which AFUDC is caiculated excludes construction
work-in-progress which has been included in rate base and prior to May 2009, a $36 million threshold established in the company’s
last rate case, but eliminated in the most recent proceeding. The rate used to calculate AFUDC is revised periodically to reflect
significant changes in Tampa Electric's cost of capital. The rate was 8.16% for May through December 2009 and 7.79% for
January through April 2009 and all of 2008 and 2007. Total AFUDC for 2009, 2008 and 2007 was $13.8 million, $8.7 million and
$6.2 million, respectively.

Inventory

TECO Energy subsidiaries value materials, supplies and fossil fuel inventary (coal, oil and natural gas) using a weighted-
average cost method. These materials, supplies, and fuel inventories are carried at the lower of weighted-average cost or market,
unless evidence indicates that the weighted-average cost (even if in excess of market) will be recovered with a normal profit upon
sale in the ordinary course of business,

Investments in Unconsolidated AftHistes
Investments in unconsolidated affiliates are accounted for using the equity method of accounting. The percentage ownership
intereats for each investment at Dec. 31, 2009 and 2008 are presented in the following table:

TECO Energy’s Percent Ownership in Unconsolidated Affiliates )

Dee. 3, 2009 2008
TECO Guatemala
Distribuéion Eléctrica CentroAmericana I, SAMDECAID ........o0vvnn. Cretrrervareans 0% 0%
Central Generadora Electrica San José, Limitada (San José e CGESI) . .............. Cevsereteranes . 100%  100%
Tampa Centro Americana de Electricidad, Limitada (Alborada ot TCAE) ... .....coiuiiviniiinnennnn. gﬁ _9_6%
Other )
UtiliPro Services, LLC........... Crasaeasaatncassstaataacrersts ettt tonnnaretennaarans PP 3% -

{1) TBOO Energy, Inc. received $42.2 million, $63.3 million and $63.2 millica during the years endsd Dec. 31, 2009, 2008 and 2007, respectively, as dividends
from unconsolidamd affiliswes.

On Jul. 27, 2009, TECO Consumer Ventures, Inc. (an indirect, wholly-owned subsidiary of TECO Energy), AGL UtiliPro
L1.C and Michcon Fuel Services Company entered into a limited lisbility company agreement to capitalize UtiliPro
Sezvices, L1C (UtiliPro). UtiliPro was created to provide marketing, sale and support of home services contracts with respect to
MMACmmmmmemmmmmmuw
in the states of Georgia and Florida. Pursuant to this agreement, sa of Dec. 31, 2009, TECO Consumer Ventures held 700 of the
2,100 UtiliPro units outstanding (173 ownership) based oa capital contributions.
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In accordance with the accounting guidance for equity method investments, the company assesses whether these has been an
impairment of its equity investments and their associated goodwill when such impairment indicators exist. Indicators of
impairment existed for the company's investment in DECA II, triggering a requirement to ascertain the recoverability of the
investment and its related goodwill using discounted cash flows. No impairment to the carrying value of the investment was
needed at Dec. 31, 2009. Seo Note 18 for specific details regarding the result of the assessment,

Regulatory Assets and Liabllities

Tampa Electric and PGS are subject to accounting guidance for the effects of certain types of regulation (see Note 3 for
additional details).

Deferred Income Taxes

TECO Energy uses the asset and ligbility method to determine deferred income taxes. Under the asset and liability method,
the company estimates its current tax exposure and assesses the temporary differences resuiting from differences in the treatment
of items, such as depreciation, for financial statement and tax purposes. These differences are reported as deferred taxes, messured
at current rates, in the consolidated financial statements. Management reviews all reasonably available current and historical
information, including forward-looking information, to determine if it is more likely than not that some or all of the defexred tax
asset will not be realized. If mansgement determines that it is likely that some or all of a deferred tax asset will not be realized,
then a valuation allowance is recorded to report the balance at the amnount expected to be realized.

Investment Tax Credits

Investment tax credits have been recorded as deferred credits and are being amortized as reductions to income tax expense
over the service lives of the related property.

Revenue Recognition
TECO Energy recognizes revenues consistent with the Securities and Exchange Commission’s (SEC) Staff Accounting
Bulleun(SAB)lm Revenue Recognition in Financial Statements. Except as discussed below, TECO Energy and its subsidiaries
recognize revenues on a gross basis when earned for the physical delivery of products or services and the risks and rewards of
owmhnphavammfemdtothebuyu Revenues for any financial or hedge transactions that do not result in physical delivery are
reported on & net basis.

The regulated utilities’ (Tampa Electric and PGS) retail businesses and the prices charged to customers are regulated by the
FPSC. Tampa Electric’s wholesals business is regulated by the FERC. See Note 3 for a discussion of significant regulatory matters
and the applicability of the accounting guidance for certain types of regulation to the company.

Revenues for TECO Coal shipments via rail are recognized when title and risk of loss transfer to the customer. For coal
i via ocean vessel, revenue is recognized under international shipping standards as defined by Incoterms 2000 when title
and risk of lcas transfer to the customer,

Reveaues for certain transportation services at TECO Transport, prior to its sale in December 2007, were recognized using the
mmdmmmmwm&u&mmmmummmmuw
contract.

Revenues for energy marketing operations at TECO Gas Services are presented on a net basis in accordance with the
accounting guidance for reporting revenue gross as & principal versus net as an agent and recognition and reporting of gains and
Josses on energy trading contracts to reflect the nature of the contractual relationships with customers and suppliers. As a result,
costs netted against revenues for the years eaded Dec. 31, 2009, 2008 and 2007 were $1.9 million, $17.3 million and $2.1 million,

respectively.

Shipping and Handling

TECO Coal includes the costs to ship product to customers in “Operation other expense—Mining related costs” on the
Consolidated Statements of Incoms for the periods ended Dec. 31, 2009, 2008 and 2007 of $24.3 million, $30.1 million and $25.9
million, respectively.
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Derivatives and Hedging Activities

The company classifies cash inflows and outflows related to derivative and hedging instruments in the appropriate cash flow
sections associsted with the item being hedged. In the case of heating oil swaps that are used to mitigate the fluctuations in the
price of diesel fuel, the cash inflows and outflows are included in the operations section. Settlements for crude oil options that
protected the cash flows related to the sales of investor interests in the synthetic fuel production facilities are included in the

investing section.

Other Income and Noncontrolling Interest

Prior to 2008, TECO Energy earned 2 significant portion of its income indirectly through the synthetic fuel operations at
TECO Cosl. TECO Coal had previously sold ownership interests in the synthetic fuel facilities to unrelated third-party investors
equal to 98%. These investors paid for the purchase of the ownership interests as synthetic foel was produced. The payments were
based on the amount of production and sales of synthetic fuel and the related underlying value of the tax credit, which was subject
to potential limitation based on the price of domestic crude oil. These payments are recorded in “Other income” in the
Consolidated Statements of Income. The program that provided federal income tax credits for the production of synthetic fuel
expired Dec. 31, 2007.

Additionally, the outside investors made payments towards the cost of producing synthetic foel. These payments are refiected
as & benefit under “Noancontrolling interest” in TECO Energy’s Consolidated Statements of Income and these benefits comprise the
majority of that line item.

Fox the year ended Dec. 31, 2007, “Other income” reflected a phase-out of approximately 67%, or $140.2 million, of the
benefit of the underlying value of any 2007 tax credits based on an estimate of the average annual price of domestic crude oil
during 2007. The cash payments and the benefits recognized in “Other income” and “Noncontrolling interest” were adjusted in the
first quarter of 2008 for the final adjustment of $0.9 million to the 2007 inflation factor applied to the tax credit available on the

production of synthetic fuel in 2007.

To protect the cash proceeds derived from the sale of ownership interests, TECO Energy had in place crude oil options to
hedge against the risk of high oil prices reducing the value of the tax credits related to the production of synthetic fuel. These
instraments were marked-to-market with fair value gains and losses recognized in “Other income” on the Consolidated Statements
of Income. For the year ended Dec. 31, 2007, the company recognized gains on marked-to-market derivatives of $82.7 million.

Revenues and Cost Recovery

Revenues include amounts resulting from cost recovery clauses which provide for monthly billing charges to reflect increases
or decreases in fuel, purchased power, conservation and environmental costs for Tampa Electric and purchased 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- or under-recovery of costs plus an interest factor are taken into account in the process of setting
adjmtm&m“ntmommds Over-recoveries of costs are recorded as regulstory lisbilities, and under-
recoveries of costs are recorded as regulatory assets.

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 revennes are billed. The reguisted utilities accrue base
revenues for services rendered but unbilled to provide a closer matching of revenues and expenses (soo Note 3). As of Dec. 31,
2009 and 2008, unbilled revenues of $51.6 million and $47.4 million, respectively, are included in the “Receivables” line item on
TECO Energy's Consolidated Balance Sheets.

Tampa Electric purchases power on a regular basis primarily to meet the needs of its retail customers. Tampa Electric
purchased power from non-TECO Energy affiliates at a cost of $177.6 million, $305.4 million and $271.9 million, for the years
ended Dec. 31, 2009, 2008 and 2007, respectively. The prudently incurred purchased power costs st Tampa Electric have
historically been recovered through an FPSC-approved cost recavery clanse.

Accounting for Excise Taxes, Franchise Fees and Gross Receipis

TECO Coal incurs most of TECO Energy’s total excise taxes, which are accrued as an expense and reconciled to the actual
mhmmdmhm“gmﬂm&cymmwﬁcaﬂymmm@mm Excise taxes paid by the
regulated utilities are not material and are expensed when incurred.
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The regulated utilities are allowed to recover certain costs incurred from customers through prices approved by the FPSC. The
amounts included in customers’ bills for franchise fees and gross receipt taxes are inchuded as revenues on the Consolidated
Smnemoﬂncom’l'hmmmmhdslls7mnim,$l®2mﬁlkmnd$lllzmnmfatheymmdbec.31 2009,
2008 and 2007, respectively. Franchise fees and gross receipt taxes payable by the regulated utilities are included a5 an expense on
the Consolidated Statements of Incoms in *“Taxes, other than income”. For the years ended Dec. 31, 2009, 2008 and 2007, these
totaled $115.6 million, $109.0 million and $110.9 million, respectively.

Asset Impairments

TECO Energy and its subsidiaries apply the provisions of the accounting guidance for long-lived assets. The accounting
guidance addresses accounting and reporting for the impairment or disposal of long-lived assets, including the disposal of &
component of a business.

In accordance with the accounting guidance, the company assesses whether there has been an impairment of its long-lived
assets and certain intangibles held and used by the company when such impairment indicators exist. Indicators of impairment did
not exist for any long-lived asaset.

Deferred Charges and Other Assets

Deferred charges and other assets consist primuarily of mining development costs amortized on & per ton basis and offering
costs associated with various debt offerings that are being amortized over the related obligation period as an increass in interest
expense,

Deferred Credits and Other Linbilities
claims incurred but not reported. The company and its subsidiaries have & self-insurance program supplemented by excess

mwwhbm&@wmmvduwmmysmmmmm
its ligbilities for auto, general, marine protection and indemnity, and workers’ compensation using discount rates mandazed by
statute or otherwise deemed appropriate for the circumstances. Discount rates used in estimating these other self-insurance
liabilities at both Dec. 31, 2009 snd 2008 ranged from 4.00% to 4.75%.

Stock-based Compensation

TECO Energy sccounts for its stock-based compensation in accordance with the accounting guidance for share-based
payment. Under the provisions of this guidance, share-based compensation cost is messured at the grant date, based on the
calculated fair value of the award, and is recognized as an expense over the employeo’s or director’s requisite service period
(generally the vesting period of the equity grant). See Note 9 for more information on share-based payments.

Restrictions on Dividend Payments and Transfer of Assets

Dividends on TECO Energy's common stock are declared and paid at the discretion of its Board of Directors. The primary
sources of funds to pay dividends on TECO Energy’s common stock are dividends and other distributions from its operating
TECO Energy's credit facility contains a covenant that could limit the payment of dividends exceeding a calculated
amount (initially $50 million) in any quarter under certain circumstances. Certain long-term debt st PGS comtains restrictions that
limit the payment of dividends and distributions on the common stock of Tampa Electric Company.

In addition, TECO Diversified, Inc., & wholly-owned subsidiary of TECO Energy and the holding company for TECO Coal,
has a guarantee related to a coal supply agreement that limits the payment of dividends to its common shareholder, TECO Energy,
but does not limit loans or advances. See Notes 6, 7 and 12 for additional information on significant financial covenants.

Foreign Operations

The functional currency of the compeny's forcign investments is primarily the U.S. dollar, Transactions in the local currency
are re-measured to the U.S. dollar for financial reporting purposes. The aggregate re-measurement gains or loases included in net
income in 2009, 2008 and 2007 were not material. The foreign investments are generally protected from any significant currency
piaasammquofmeGWwwmwmmMmhwm payments are defined
nUS.
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2. New Accounting Proncuncements
Measuring Liahilities at Fair Value

In August 2009, the Financial Accounting Standards Board (FASB) issued an accounting standards update that clarifies how
1o measure the fair value of a liability whea there is not a quoted price in an active market for a lisbility. This update provides
clarification that in circumstances in which a quoted price in an active market for the identical lisbility is not available, a reporting
entity is required to measure fair value using alternative technigues including, but not limited to: 1) the quoted price of the identical
liability when tradad as an asset or 2) quoted prices for similar liabilities or similar liabilities when traded as assets. It was effective
for the first reporting period beginning after issuance. The new requirement did not have an impact on the company’s results of
operations, statement of position or cash flows.

The FASB Accounting Standards Codification and the Hierarchy of Generally Accepted Accounting Primciples

In June 2009, the FASB issued guidance that names the FASB Accounting Standards Codification (Codification) as the single
source of anthoritative U.S. GAAP for non-governmental entities recognized by the FASB. It was effective in the third quarter and
supersedes all U.S. GAAP accounting standards, aside from rules and interpretive releases issued by the SEC. The Codification is
not intended to change GAAP; rather, it changes all referencing of U.S. GAAP including the notes to financisl statements,
Therefore, it did not have an impact on the company's results of operations, statement of position or cash flows.

Variable Interest Entities
In June 2009, MFﬁBMmﬁmmmwmwm&emmﬂ&am It requires
an enterprise to determine whether the enterprise’s variable interest or interests give it a controlling financial interest in a VIE. This

analysis identifies the primary beneficiary of a VIE as the enterprise that has both 1) the power to direct the activities of a VIE that
most significantly impact the entity’s economic performance, and 2) the obligation to absorb losses of the entity that could
potentially be significant to the VIE or the right to receive benefits from the entity that could potentially be significant to the VIE.

This guidance is effective for fiscal years beginning sfter Nov. 15, 2009. TECO Energy adopted this guidance on Jan. 1, 2010,
Upon adoption, it was determined that as a result of the new approach, the company would reconsolidate the San José and
Alborada projects that were deconsolidated under the prior guidance. This new guidance will impact the company’s statement of
position and cash flows, but not the results of operations. See Note 19 for further discussion.

Subsequent Events

In May 2009, the FASB issued guidance that requires companies to disclose the date through which they evaluated subsequent
events and whether that date corresponds with the filing of their financial statements. It became effective for fiscal periods ending
after Jun. 15, 2009, and the adoption did not have an impact on the company's results of operations, statement of position or cash
flows,

Fair Value Measurements

In September 2006, the FASB issued guidance that defines fair value, establishes a framework for measuring fair value under
GAAP, and expands required disclosures about fair value measurements. The guidance emphasizes that fair value is a market-
based measurement, not an entity-specific messurement, and states that & fair value measurement should be determined based on
the assumptions that market participants would use in pricing the asset or liability. The guidance applies under other accounting
pronouncements that require or permit fair value measurements.

"The effective date was for fiscal years beginning after Nov. 15, 2007, In November of 2007, the FASB informally granted a
one year deferral for non-financial assets and liabilities. In February 2008, the FASB formally delayed the effective date of the fair
value guidance to fiscal years beginning after Nov. 15, 2008 for non-financial sssets and non-financial lisbilities except for items
that are required to be recognized or disclosed at fair value at ieast annually in the company’s financisl statements. As a result, the
company adopted the fair value guidance effective Jan. 1, 2008 for financial assets and liabilities and Jan. 1, 2009 for non-financial
assets and liabilities. No adoption adjustment was necessary. Financial assets and lishilities of the company measured at fair value
include derivatives and centain investments, for which fair values are primarily based on observable inputs. Non-financial assets
and Lahilities of the company measured at fair valoe include asset retirement obligations (AROs) when they are incurred and any
long-lived assets or equity-method investments that are impaired in a currently reported period.

In April 2009, the FASB issued additional guidance to address fair value valuation concemns in the current market
environment. These concemns incloded applying the fair value model when the market for an asset is not active, when there are

%Wﬂm«mmmwm(dﬂd&hﬂmxymmmwimlw interim disclosures about the fair valoe
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When the market for an asset is not active, the newly issued guidance affirma that the objective of fair value is the price that
would be received to sell the asset in an orderly transaction (that is, not a forced liguidation or distressed sale) between market
participants at the mesaurement date in the inactive market. The determination of whether a transaction was not orderly should be
based on the weight of the evidence. nmummm.mmmmummm
resulting from the application of the new guidance and to quantify its impact. Retrospective application was not permitted. The
msﬁdmbmeﬂeeﬁmfaimmmdmnﬂpuindsmﬁmglﬁulm 15, 2009. This did not materially affect the
company's results of operations, statement of position or cash flows.

The OTTI guidance is applicable to debt securities and requires that a company recognize the credit component of an OTTI in
earnings and the remaining portion in other comprehensive income if management asserts it does not have the intent to sell the
security and it is more likely than not it will not have to sell the security before recovery of its cost basis. It requires an eatity to
present, separately in the financial statement where the components of other comprehensive income are reported, the amounts
recognized in accumulated other comprehensive income related to the noncredit postion of OTTI recognized for available-for-sale
and held-to-maturity delxt securities. Additionally, disclosure requirements were amended and are required for interim periods. The
guidance became effective for interim and annual periods ending after Jum. 15, 2009 and did not materially affect the company'’s
results of operations, statement of position or cash flows.

after Jun. 15, 2009 and had no impact on the company’s results of operations, statement of position or cash flows.

Employers’ Disclosures about Postretirement Benefit Plan Assets

In December 2008, the FASB issued guidance that requires enhanced disclosures about plan assets of defined benefit pension
plans or other postretirement plans, including the concentrations of risk in those plans. The guidance was cffective for fiscal years
ending after Dec. 15, 2009 and is significant to the company's financial statement disclosures but has no impact on the company’s
results of operations, statement of position or cash flows.

In September 2009, the FASB issued an accounting standards update that allows reporting entities to use net asset value
(NAV) a3 an estimate of fair valve for certain investments, The guidance became effective for interim and annual periods ending
after Dec. 15, 2009, The guidance had an impact on the company’s postretirement benefit plan footnote, as some of the company’s
peasion plan assets use NAV to estimate fair valoe,

Determining Whather Instruments Granted in Share-Based Payment Tramsactions are Participating Securities

In June 2008, the FASB issued guidance requiring that the two-class method earnings per share calculation include unvested
share-based payment awards that contain non-forfeitable rights to dividends or dividend equivalents, whether the dividend or
dividend equivalents are paid or not paid. The guidance became effective for fiscal years beginning after Dec. 15, 2008 and had no
material impact to the company’s results of operations, statement of position or cash flows.

Disclosures about Derivative Instruments and Hedging Activities

In March 2008, the FASB issued guidance to enhance the disclosure framework for derivatives and hedging. Enhanced
disclosures about the purpose of an entity’s derivative instruments, how derivative instruments and hedged itema are accounted for,
and how the entity's financial position, cash flows and performance are enhanced by the derivative instruments and hedged items
were required for fiscal years and interim periods beginning after Nov. 15, 2008. The guidance was significant to the company's
financial statement disclosures, but had no impact on its results of operstions, statement of position or cash flows.

Additionally, in April 2008, the FASB revised previously issued implementation guidance to reflect the enhanced disclesures
required by the new guidance. These revisions are significant to the company’s financial statement disclosures, but have no impact
on its results of operations, statement of position or cash flows.

3 Re.nlmq

ampa Electric’s and PGS’ retail businesses are regulated by the FPSC. Tampa Electric is subject to regulation by the FERC
MMPMUW%WCWM«M(HJHCAZOOS) However, pursuant to a waiver granted in accordance with
the FERC's regulations, TECO Energy is not subject to certain accounting, record-keeping and reporting requirements prescribed
by the FERC's regulations under PUHCA 2003. The operations of PGS are regulated by the FPSC separately from the regulation
of Tampa Electric. The FPSC has jurisdiction over rates, service, issuance of securities, safety, accounting and depreciation
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practices and other matters. In general, the FPSC sets rates at a level that allows s utility such as PGS to collect total revenues
(revenue requirements) equal to its cost of providing service, plus a reasonable retum on invested capital.

Base Rates—-Tampa Electric

In order for Tampa Electric to continue meeting customers’ growing needs for reliable, efficient and affordable electric
service, Tampa Electric filed with the FPSC for a base rato increase in August 2008, In March 2009, the FPSC spproved an
increase to base rates, effective on May 7, 2009, of $104.3 million that reflected a retum on equity of 11.25%, which is the middle
of a range between 10.25% and 12.25%. Additionally, the FPSC approved a 2010 portion of the base rate increase of $33.5 million,
subject to need and pradency, cffective Jan. 1, 2010 for capital additions placed in service in 2009, bringing the total approved base
rate increase to $137.8 million.

mmm Tampa Electric filed 2 Motion for Reconsideration (Motion) regarding the calculation of the annual revenve
requirements by the FPSC. In July 2009, the FPSC approved Tampa Electric’s Motion resulting in an overall weighted
cost of capital of 8.29%, compared to the 8.11% previously approved. This change increased the previously approved $104.3
million to $113.6 million and the $33.5 million 2010 portion to $34.1 million, bringing the total approved base rate increase to
$147.7 million.

In connection with the base rate request, the FPSC rejected the intervenors’ arguments that the approved 2010 increase for
recovery of costs associated with five combustion turbines and rail facilities violated the intervenors’ due process rights, Florida
Statutes or FPSC rules. On Sep. 14, 2009, the intervenors filed an appeal to the Floridx Supreme Court. Tampa Electric will oppose
this appeal and it is not expected to affect the timing of the increase. On Feb. 24, 2010, the intervencrs filed appellate briefs. There
is no specific time frame for a resolution. If the intervenors were to eventually prevail, there would be revenues subject to refund.

On Oct. 12, 2009, Tampa Electric filed its petition supporting the continuing need for the combustion turbines, the
commercial in service of the equipment and the costs incurred to place the combustion turbines and rail facilities in service and
requesting the proposed rates to be put into effect in January 2010 as suthorized by the Commission. On Dec. 1, 2009 the
Commission determined, based in part on its staff audit of the actual costs of the CTs, the 2010 portion should be reduced $8.4
million to $25.7 million, subject to refund. An evidentiary hearing will be held during 2010 regarding the continuing need for the
CT's, the appropriate amount to be recovered and the resulting rates. The increase in base rates became effective in Janvary 2010 as
ordered by the FPSC, subject to refund.

Base Rates—PGS

Recognizing the significant decline in ROE, PGS filed with the FPSC for a $3.7 million interim rate increase in August
2008. The FPSC approved an interim rate increase of $2.4 million effective Oct. 29, 2008. PGS also filed in August 2008 with the
FPSC for 2 $26.5 million base rate increase. On May 5, 2009, the FPSC approved a base rate increase of $19.2 million that became
effective on Jun. 18, 2009 and reflects a return on equity of 10.75%, which is the middls of a range between 9.75% and 11.75%.
The aliowed equity in capital structure is 54.7% from all investor sources of capital on an allowed rate base of $560.8 million.

Cost Recovery—Tampa Electric

Tampa Electric’s fuel, purchased power, conservation and certain eavironmental couts are recovered through levelized
monthly charges established pursuant to the FPSC’s cost recovery clauses. Thess charges, which are reset annually in an FPSC
proceeding, are based on estimated coets of fuel, cavironmental compliance, conservation programs and purchased power and
estimated customer usage for a specific recovery period, with a true-up adjustment to reflect the variance of actual costs from the
projected costs. The FPSC may disallow recovery of any costs that it considers improdently incurred.

The FPSC determined in 2004 and 2005 that it was appropeiate for Tarnpa Electric to recover SCR operating coats through the
ECRC as well as carn a return on its SCR investment installed on Big Bend Units 1 through 4 for NO, control in compliance with
the environmental consent decree. The SCRs for Big Bend Units 4, 3 and 2 entered service in 2007, 2008 and 2009, respectively,
and cost recovery started in 2007, 2008 and 2009, respectively. The SCR for Big Bend Unit 1 is scheduled to enter service in May
2010, and cost recovery for the capital investment will commence in 2010.

Cost Recovery—PGS

PGS recovers the costs it pays for gas supply and interstate transportation for system supply through the purchased gas
adjustment (PGA) clause. This charge is designed to recover the costs incurred by PGS for purchased gas, and for holding and
using interstate pipeline capacity for the transportation of gas it delivers to its customers. These charges may be adjusted monthly

91

103



http:requosti.Da
http:betweeIlIO.25

TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED: SEPTEMBER 3, 2010

TECO ENERGY, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Coutinued)

based on a cap approved annually by the FPSC. The cap is based on estimated costs of purchased gas and pipeline capacity, and
estimated customer usags for a specific recovery period, with a true-up adjustment to reflect the variance of actual costs and usage
from the projected charges for prior periods. In November 2009, the FPSC approved the PGS annual purchased gas adjustment cap
factor for January 2010 through December 2010.

In addition to PGS’ base rates and porchased gas adjustment clause charges, PGS customers (except interruptible customers)
also pay a per-therm conservation charge for all gas. This charge is intended to permit PGS to recover its costs incurred in
developing and implementing energy conservation programs, which are mandated by Florida law and approved and supervised by
the FPSC. PGS is permitted to recover, on a dollar-for-dollar basis, prudently incurred expenditures made in connection with these
programs if it demonstrates that the programs are cost cffective for its ratepayers. The FPSC requires natural gas utilities to offer
transportation-only service to all non-residential customers. As a result, PGS receives its base rate for distribution regardless of
whether a customer decides to opt for transportation-only service or continue bundled service. As of Dec. 31, 2009, PGS had

approximately 15,250 transportation-only customers out of 31,400 cligible customers.

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
mmwmwmmgmmnhmmmmofmmwm
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 water quality, land use,
noise and sesthetics, solid waste and other environmental matters,

Other Items
Storm Damage Cost Recovery

Tampa Electric accrues $8.0 million annually effective May 2009, an increase of $4.0 million from the prior year, to a FERC-
authorized and FPSC-approved self-insured storm damage reserve. This reserve was created after Florida's investor owned utilities

(I0Us) were unable to obtain transmission and distribution insurance coverage due to destructive acts of nature. Tampa Electric's
storm reserve was $29.3 million and $22.7 million as of Dec. 31, 2009 and 2008, respectively.

Regulatory Assets and Liabilities

‘Tampa Electric and PGS maintain their accounts in sccordance with recognized policies of the FPSC, In addition, Tampa
Electric maintains its accounts in accordance with recognized policies prescribed or permitted by the FERC.

Tampa Electric and PGS apply the accounting standards for regulated operstions. Areas of applicability include: deferral of
revenues under approved regulatory agreements; revenue recognition resulting from cost recovery clanses that provide for monthly
billing charges to reflect increases or decreases in fuel, purchased power, conservation and environmental costs; and the deferral of
costs a8 regulatory assets to the period that the regulatory agency recognizes them when cost recovery is ordered over a period
longer than & fiscal year.
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Details of the regulatory assets and liabilities as of Dec. 31, 2009 and 2008 are presented in the following table:

Reguiatory Assets and Liabilities

Reguiatory tax asset @ ... ..... feeraasasasssssasesereceinarnatnnnn A
Other:
Costrecoveryclauses ...........ocoviiieciinnnnanss Ceresarraaaan v iarasacsereseraonan

Total otherregulaory 88848 .......oovvvenrenerrennnens beesan
Total regulstory 858618 ... ...vvevvvnrcnnananns Ceerearaenas Cereeeens Cerraeans Cerarraarieanaaas .
Less: Current porti

2 cersesann S sshastessesettatesrecnanasnarnnn
Long-term regulatory 88648 ... ..o ivveerreerortrtosrcnseniesraorane v eressrereriaiiasenrranas

linbilities:
H
Regulatory tax lisbility ¥ . ............cciiiininannns e eaeeiressrrresrentessaianecennrns .

Other:
Cost recovery clauses . .
Envmmeaulxemedhdan....... ...... eeieerenn

-
Long-tarm regulatory lisbilities .............coiiiiiiiiiiiiiiiiins

{1) Relxed to plant life and derivative positions.
(2) Amortized over the term of the relatad debt instrument.
(3) Amartizad over a 5-year period with various ending dawes.

Dec. 31,
20,

$ 650

894
229.1
18.0
212
31
13.0

3758

444.8
109.2

$335.6
T

$ 196

614
199
293
28
554.3
0.7

668.4

688.0
854

$602.6

.

All regulatory assets are being recovered through the regulatory process. The following table further details our regulatory

assets and the related recovery

Regulatory assels

(millioms) Dec. 31,
Clsuse recoverable @ . .. ..., Cesaasnrencessnsrcassane C i eeestaaiseneeceanaseteterenaonanannas .

Regulatory tax assets @ .. ... ..ivinernnvnrennacennns
Capital structure andother & . ... ... ..ooovhiiiiiiiaa Sessenureanbeneurersteataanateranninte

Total ...cvviieinnnennnnnn retrascnenrannennsanena e nseser ettt sratarascoasenarantrannan ‘e

R R R R R R R R T O O A PN veersea e

{1) To be recovered through cost recovery clanses approved by the FPSC on & dollar for dollar basis in the next year.
(2) Primarily reflects allowed which is included in rate base and exrns & rate of return &3 permitied by the FPSC.
{3) “Regulastory tax assets™ snd “Capital strocture and other™ regulstory sssets have a recoversbis period ionger than a fiscul year and wre
period suthorized by the regulatory agency.
See footnotes 1 and 2 in the prior table for additional information.
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105

$ NS
238.1
9.0
45.2

————

$444.8

$271.5
217
65.1
336
$5979

recognized over the
Also included are unamortized bond refinancing costs which are amortized over the life of the related debt
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4. Income Tax Expense
Income tax expense consists of the following components:

Income Tax Expense
(iftows) Fodorsi Forvign Stats _Total
2008
ing operations
Currentpaysble ................... bt teseeteteerertteetantareraonnnns $ — 806 SO S 05
L L 860 — 125 985
Amortization of investmenttax credits ...........iiiiiiiiiii it i e ©04) — — 0.4)
Total INCOME tAX EXPEISE . . ... oo tisinntasnrrnsesnscesstarsonssanssssesssansssss m 223 $1=2: 2_93_6
2008
Continuing operations
Current payable ....... erreaeneeeireirenans e teatentanehenranrennieeerese $ — $05 $(06) 5 (0.1)
................................................................. 909 0.1 44 954
Amortization of investment tax credits ... .. .. i iiiinaietcrieare et 09 — o 09)
Total INCOMB LAX EXPEISO .. .« ovuvrireriesieessanssoarerasstossssssrsssscssasens $ 9200 6 $38 $ 944
E——. TRR— LRI —
mo - *
Continuing operations
Cumrent PRYRDIE . ...ttt ittt ra e as $ 28 $07 8141 $ 176
Deferred .......ooviiiiiniiiiiiiiiiiiiinns e eeaeriiiaesiieriaaareraen .. 1786 — 205 199.1
Amortization of investment tax credits ......... Ceeaes ereesiaseeseanas Creerenas 2.5 — — 2.5)
Income tax expense from continuing OPErBIONE ... ...vviieirniiairnrneiranensss $1789 $0.7 8346 32142
Discontinued operations
................................................................. (143} - — (14.3)
Income tax benefit from discontinued operations . ..........coiiiriiiisiiiieiiiane. (14.3) — — (14.3)
Total INCOME tAX EXPEINIE . . .o vrrinsareorrasenssronrtsosarsansoreessesvsossssnns $1646 $0.7 $346 31999
SEEER— 3 coEIm

As discussed in Note 1, TECO Encrgy uses the liability method to determine deferred income taxes. Based primarily on the
reversal of deferred income tax liabilities and future earnings of the company’s core utility operations, management has determined
that the net deferred tax assets recorded at Dec. 31, 2009 will be realized in future periods.

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

Deferred Income Tax Assets and Lishilities

(milllons) Des. 31, 200 2008
T T AR
' . 1972 97.0
Alternative minimnm tax credit carryforward ............. T $197.2 $197.
i 3.2 5789
Losses and credit camryforwards ... ... ... ittt ittt iet s taaaca it e rranataeeans 553. 8.
O ... iiitneriennnanansosaseasssuonssoansasesnnorosscarsssanssnssssunsosessovones 119.8 1374
i 8702 9133
Gross deferred INCOME tAX BEBEIE .. ... 0uiiisueeeaearosesotanarossroecaasansnsssssscastonnnnnes
Valuation BllOWRNCE . ......cvvvanerseesneessssasensctsesssrassestsvasreacraseasvessassseasnns (146) (12.0)
et !
i 8556 9013
Total deferred inCOME tRX ABBELE . .. ... ..ucernnvnrreercnsassacnennasncanna fe et saacsrsnntasanes K 1
Deferred income tax liabilities ()
Propertyrelated ............cvviiiiinnanes e iteiesimeiarteaurttetateanttatanctrsnrann (611.4) (514.5)
Deferred fuel .........  ereeteeiettateataateteraerrrann ereeann Ceeearestrtenrasartesannae (21.5) (53.0)
Pl Gl
Total deferred incometax lisbilities ...........c.iiiiiiiiiiiiienennennnnens feereaerens Cereresens (632.9) (5671.%)
i 3
Net deferred income tax assets ..... Ceteereneas Creeres Cetrerenecesaeaenes feeteeraans R . $2227 $3338
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At Dec. 31, 2009, the company had cumulative unused federal and state (Florida) net operating losses (NOLs) of $1,198.6
million and $487.3 million, respectively, expiring at various times between 2025 and 2029 and a $26.2 million unused capital loss,
which expires in 2013. In addition, the company has unused general business credits of $3.6 million expiring between 2026 and
2028 and unused foreign tax credits of $49.5 million expiring between 2015 and 2019. The company also had availabie alternative
minimum tax credit carryforwards for tax purposes of $197.2 million which may be used indefinitely to reduce federal income
taxes.

The company establishes valuation aliowances on its deferred tax assets, including losses and tax credits, when the amount of
expected future taxable income is not likely to support the use of the deduction or credit. Our valuation allowance on foreign tax
credits was $14.6 million at Dec. 31, 2009. During 2009, our valustion allowance increased $2.6 million due to an increase in the
estimated amount of unrealizable foreign tax credits. The valuation allowance reduces our deferred tax assets to an amount that
will more likely than not be realized. The amount of foreign tax credits considered realizable, however, could be reduced in the
near term if estimates of future foreign source income during the carryforward period are reduced.

Effective Income Tax Rate

(meilfions)

For the yoars ended Dec. 31, 2000 2008 2007

Income tax expense at the federal statutory rate of 35% . .. .....oiivtiiiininnneriiirrionsananes $1094 $899 31858

Increase (decrease) due to
State income tax, net of federal INCOME tAX . .. ...ovviee e iiiieiinriiieneisinsansoens 8.0 25 225
Tax effect of net income attributable to the noncontrolling interest ..........c.ccvvvivvnnanno - — 288
Foreign income taxed at different FBIES . ... ..........ooeveneeeroneennseeeononaesnensens (18.0) (186) (17.5)
Non-conventional fuels tax credit ........ Cre e seseeserseetatanaa e —_ {14)
AFUDC BUILY . ..o ivvvnveinnrrarasaninsrrausnsecasosannsosessennsssarsrsesarnes (32 (2.2) (1.6)
Tax on repatristion of foreigneamings ............cooiiiiiiii it iiririeerieiirasoneas 125 148 54
Valustion llOWENCE ..........viirirnrinsersccsssessesrnrcssusssasessssssssscrcsns 26 120 20
DePIetOn .. ...c.oinineiiiiiii it rittas i taa i it s e raaes 13) @6 (18
L8 <7 (54) 06 (2.0)

Total income tax expense on consolidated statements of income . ..........coiiiieiiiiiiiann., $ 986 $944 32142

3 SRS SR———

For the three years presented, we experienced a number of events that have impacted the overall effective tax rate on
continuing opesations, These events included permanent reinvestment of foreign income as required by the accounting standards,
repatriation of foreign earnings to the United States, the sale of a foreign subsidiary (see Note 16), valuation allowance on foreign
tax credits, and depletion. The decrease in the company’s 2009 effective tax rate compared to 2008 was principally due to the
decreased tax on repatriation of foreign eamings and valuation allowance on foreign tax credits and increased depletion and
AFUDC equity benefit.

U.S. income taxes and foreign withholding taxes have not been provided on $57.0 million of undistributed eamings of certain
foreign subsidiaries at Dec. 31, 2009 since these eamings are considered indefinitely reinvested. Applicable U.S. income and
foreign withholding taxes are provided on those eamings in the periods in which they are no longer considered indefinitely
reinvested. It is not practicable to determine the income tax Lisbility that might be incurred if these carnings were to be distributed.

During 2008, the company repatriated $98.2 million of foreign eamings resulting in $14.7 million additional tax expense net
of foreign tax credits. Of this amount $71.7 million represented 8 ono-time repatristion from certain foreign subsidiaries whose
remaining eamings at the end of the year are considered indefinitely reinvested.

The actual cash paid (refunded) for income taxes as required for the alterative minimum tax, state income taxes and prior
year andits in 2009, 2008 and 2007 was $4.1 million, $6.0 million and ($10.5) million, respectively.

The company accounts for uncertain tax positions in accordance with FASB guidance. This guidance addresses the
determination of whether tax benefits claimed or expected to be claimed on a tax return should be recorded in the financial
statements. Under the guidance, the company may recognize the tax benefit from an uncertain tax position only if it is more likely
than not that the tax position will be sustained on examination by the taxing authorities, based on the technical merits of the
position. The tax benefits recognized in the financisl statements from such a position should be measured based on the largest
MMM:MMMMW&WWWWWI&MWM
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On Jan. 1, 2007, the company adopted the FASB guidance for uncertain tax positions. As a result of the implementation of
this guidance, the company recognized a $0.1 million decrease in the deferred tax lisbility for uncertain tax benefits with a
corresponding increase to the Jan. 1, 2007 balance of retained earnings.

The company has had on-going discussions with state tax authorities related to tax issues addressed prior to the adoption of
this guidance. The principal remaining issues relate to how a state taxes the sale of various revenne components and how it treats
the nature of the sale of various pannership interests. In 2009, the company received notice of hearing before the stats’s Board of
Tax Appeals scheduled for late in the first quarter of 2010. If these matters are positively settled, they would increase eamnings in
the period of settiement. If unfavorably resolved, they would have no impact on earnings, but they would result in a decrease in
operating cash flows. The gross cash exposure on this issue as of Dec. 31, 2009 was $7.3 million. During 2009, a $0.9 million
decrease for this issue affected the company’s cffective tax rate.

A reconcilistion of the beginning and ending amount of unrecognized tax benefits is as follows:

(milions) 2000 2008 3007
BalaBoe B YA § ... ..ottt ittt is i e ettt i s ta ey aaaean $149 S$149 §112
Increases due to tax positions related O PHIOF YERIS . . ... viviuiininnianiersrssneeeranscnroncens 0.7 — 08
Incresses due to tax positions related O CUNTENt YEAE .. .. ..o iiiiitirstiiesssrernrtssasncennass — - 29
Decreases due to tax positions related tOprior yesrs ..........coviiiiiiiiiiieariierininnnnneass 09 — —
Decreases due to tax positions related to current year ........... e e vhatsessaeasenriannnnns crien - —
Decreases due to settlements with taxing authorities ...........cooviirinitiniiiiirriarrsicnaenns —_ - —
Decreases due to payments to taxing amthorities ............oiiiiiiiiitiiiiaciisniaiierrinsaens 45 — -
Decreases due to expiration of statute of mitations .. .......ccoviiiiiinniiiciiiicarionnenansnncs —_ e e
Balance Bt Dec. 31 ... it i i et i e ai ittt a sttt aarann $102 3149 $149

company recognizes interest and penalties associated with uncertain tax positions in “Operation other expense ~ Other” in
dowohdnedSwmoﬂneome.lnm 2008 and 2007 the company recorded $0.9 million, $1.4 million and $0.9 millica,
respectively, of pre-tax charges for interest only. Additionally, the company has recorded $3.2 million of interest on the balance
shaauofDec.Bl,m.Noammhvewmmdedfapmnmas.

The company’s U.S. subsidiaries join in the filing of a U.S. federal consolidated income tax return. The Internal Revenue
Service (IRS) concluded its examination of the company's 2008 consolidated federal income tax return during 2009. The IRS
proposed an audit adjustment relating to the recovery of environmental costs, which the company formally appealed in January
2010. The company snticipates the appeal could take a few years to resolve and believes that it has provided an adequate reserve
related to this master. The U.S. federal statute of limitations remaina open for the year 2006 and onward. Year 2009 is curreatly
under examination by the IRS under the Compliance Assurance Program, a program in which the company is & participant. Foreign
and U.S. state jurisdictions have statutes of limitations generally ranging from 3 to 5 years from the filing of an income tax return.
The state impact of any federal changes remaina subject to examination by various states for a period of up to one year after formal
%mmmYmmnmwamwmaMﬁummmmmjmmclude2004
and

5. Empioyee Postretirement Benefits

TECO Energy recognizes in its statement of financial position the over-funded or under-funded status of its postretirement
benefit plans. This status is measured aa the difference between the fair value of plan assets and the projected benefit obligation
(PBO) in the case of its defined benefit plan, or the accumulated postretirement benefit obligation (APBO) in the case of its other
pommmtmmmwmmnmwmmmmmdmmummmmmmmw
accumulated other comprehensive loss in the case of the unregulated companies, or the benefit liabilities and regulatory assets in
the case of Tampa Electric Company. The results of operations are not impacted.

Pension Beoefits
TECO Energy has a non-contributory defined benefit retirement plan that covers substantially all employees. Benefits are
based on employees’ age, years of service and final average eamings.

The Pension Protection Act of 2006 (PPA) became effective Jan. 1, 2008 and requires companies to, among other things,
maintain certain defined minimum funding thresholds (or face plan benefit restrictions), pay higher premiums to the Pension
Benefit Guaranty Corporation if they sponsor defined benefit plans, amend plan documents and provide additional plan disclosures
in regulatory filings and to plan participants.
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The Worker, Retiree and Employer Recovery Act of 2008 (WRERA) was signed into law on Dec. 23, 2008. WRERA grants
plan sponsors relief from certain funding requirements and benefits restrictions, and also provides some technical corrections to the
PPA. There are two primary provisions that impact fonding results for TECO Energy. First, for plans funded less than 100%,
required shontfall contributions will be based on a percentage of the funding target until 2011, rather than the funding target of
100%. These percentages are 94% and 96% in 2009 and 2010, respectively. Second, one of the technical corrections, referred to as
asset smoothing, allows the use of asset averaging subject to certain limitations in the determination of funding requirements. The
Jan. 1, 2010 estimate assumes adoption of the asset smoothing methodology under WRERA and includes an additional 2009 plan
year contribution expected to be made in 2010.

The qualified pension plan’s actuarial value of assets, including credit balance, was 103.67% of the PPA funded target as of
Jan. 1, 2009 and is estimated at 90% of the PPA funded target as of Jan. |, 2010.

Amounts disclosed for pension benefits also include the unfunded obligations for the supplemental executive retirement plan
(SERP). This is a non-qualified, non-contributory defined benefit retirement plan available to certain members of senior
mansgement.

Other Postretirement Benefity

MMMMMWWWMMMMNWWWh
all employees retiring after age 50 meeting certain service requirements. Postretirement benefit Jevels are
substantially unrelated to salary. The company reserves the right to terminate or modify the plans in whole or in part at any time.

The Medicare Prescription Drug, Improvement and Modernization Act of 2003 (MMA) added prescription drug coverage to
Medicxe,witha%%m—ﬁusu&dymmpmpbmmmmmm&ugmmfamm:m

Medicare-eligible parti
to the standard drug benefits that are offered under Medicare Part D.

The FASB issued accounting guidance and disclosure requirements related to the MMA. The guidance requires (a) that the
effects of the federal subsidy be considered an actuarial gain and recognized in the same manner as other actuarial gains and lossea
and (b) centain disclosures for employers that sponsor postretirement health care plans that provide prescription drug benefits.

The company received subsidy payments under Part D for the 2007 and 2008 plan years. Its 2009 Part D subsidy application

with the Centers for Medicare and Medicaid Services (CMS) was approved in Dec. 2008, and the company expects to receive the
payment later this year.
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Obligations and Funded Status
Pession Banefita Other Benefits

(mitlions) 2009 2008 2000 2008
Change in benefit obligation
Net benefit obligation at prior messurement date 3. ... ... ..o0iveiiieninns RO $5554 $3572 $1889 $1957
Effect of eliminating carly measurementdate ...........ccccocavsvvnnes Creetenaas n/a 48 o/a 14
SIVICE COSE ..t oviiiivtnvnnnsensessoasossnasassotaseasssassanasacscsssscnns 15.7 154 29 4.1
IOtETest COBE . . ...\t iuiienerueaecranrancaneannotecsesasranascnansansaaranean 337 319 112 120
Plan participants’ contributions . ....... ... ittt e —_ 35 33
Actuarial Jo8s (BRIN) .......vne ittt iiiaiiii it ecet et aatterceneanranras 296 33 166 an
PIan Aot mIeNtS ... ..ottt sttt ae st tas s et 04 — B “4)
L0 T G {08) — - —_
Grosabenefits paid . ........oviniiiiiiiiiiiiiiaiiiiaiii it iia st iaaeaaas (463) (543) (164 (138
oINS ... ... ... .tiitiiii it it aeerartas e ecarar et e et aannne e Qa7 —— —
Federnl subsidyonbenefits paid ..........ooiiiiiriiiiiiiiiiianneircrinacenans o/a n/a 0.9 0.8
Net benefit obligation at measurementdate ) .. .. ... ... .. i iiiiiiiiiiaiiiiians 338?7 iﬂ $ 2076 51889
Change In pian assets
Fair value of plan assets at prior measurementdate 0, .. ........ou0es Cerearaaes . $3607 $4927 § — §$ —
Effect of eliminating carly measarement date .. .......covveiveeetnanirriancionnns n/a 284 o/a —_
Actual retumonplan assets @ ... .. .. i it iiiii ettt 663 (119.1) - -

CONABULONS .. ....ovovieeianeeenerraraserenosascsnccseasossnncnas 8.2 159 129 10.0
Plan participants’ contribotions ....... ... .iiiiiiiiiiiiiii it it — s s 38
SEtIEIMBIIE ... .uo.uienereraaraserasarnnensartosnoasennasiseaborassentone —_ @n — e
Grosabenefits paid .......o0vivetiii ittt it i e ca e (46.3) (54.59) (164) (13.8)
Fair value of plan assets at measurementdate (0 . ... .. ........oiiiiiiiiiiann .... $3889 $360.7 § — § —

. . S e e——

Funded statns
Fairvalusof planassets @ .. ... ... . . i ittt a it $3889 $3607 § — § —
Benefitobligation PBO/APBO) ........ccoiiiiiiiiinriiiinininetianrnannanens 587.7 5554 2076 1889
Funded status at measurement dats® ., ., ........ Cr et aseeeasesanreracatannres (198.8) (194.7) (207.6) (188.9)
Unrecognized net actuarial Jo88 ........ ..ottt iiiiai it 2287 2372 183 1.0
Unrecognized prior service (benefit) cost ...........coiiiiiiiiiiiiiiii it Q@.1) @D 6.5 13
Unrecognized net transition obligation .. ......... Cheraens e iareseaeineaiirann . — — 6.5 88
Accrued liability atendof year . ... ... . i i et iieaans $ 278 § 398 $(176.3) $(171.8)
Amounts Recognized in Balance Sheet
Regulslory assets ...........c.o0iiieiniecnneionenneans ferassecencasaianias $18L7 $1863 § 474 § 340
Accrued benefit coats and other current lisbilities .............. Cerreesanereraenaan 12) (1.8) 34 (136
Deferred credits and other lisbilities ..........cciiiiiiiiiiviniiiiieraiinisses (191L.6) (193.0) (1942) (175.3)
Accumulated other comprehensive loss (income) (pretax) ...........ccviiieiiinan. 449 483 (16.1) (16.9)
Net amount recognized atend of o8 ........coviiiiiiiiiiiiiiiiiiisiasasans .. 3 278 $ 398 $(176.3) $(171.8)

(1) The measurernent dates were Dec. 31, 2009 and Dec. 31, 2008.

{2) The actual retum on plan sssets differed from expectations due to general market conditions.

(&) mmwvu(mwaﬂnmkuednuMhmqumnM(deM
expenss. MRV reflects the falr value of plan assets adjusted for experience gaios and losses (i.e. the differences between actual investment retarns axpuad
returas) spread over five yesm.

Amounts recognized in accumulated other compreheasive income
Penslon Bonclity Othor Benelits

(_m_ . 2000 2008 2009 2008
Netactuarial 1088 (@0) ... .oivieiiiiiiireiaraonesreeesennssnssesscasssssans $443 $478 $(163) %1749
Priorservice cost (Credit) .. .....cooitiiiiiiiiiiiiriiierittiiicnnenrsteetaaneann 0.6 0.5 (1.2) 1.4
Transition obligation (aB56) ........ccoivriariiririairorrrcscarsiincanesncanas —— — 1.4 1.9
Amountrecognized .......... s veraneennetrraeaans Cheeenarrereectanrron $449 3483  $(16.1) $(16.9)
E— S— I T
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The accumulated benefit obligation for all defined benefit pension plans was $530.1 million at Dec. 31, 2009 and $504.9
million at Dec. 31, 2008.

Assumptions used to determine benefit obligations at Dec. 31, 2009 and 2008:

Pension Benelita Other Benefita
2009 2008 200 2008
DHSCOUBE FBIE . ... it incnietiinariacannsssassvnnensencsnosccsssanssanasans 5715% 605% 560% 6.05%
Rate of cOMPENSation MCIEAsS ... ...oiovunnnririvitiontinssneanesinncennenn 425% 4.25% 425% 4.25%
Healthcare cost trend rate
LT T T na n/a 8.00% B8.50%
ULGIMBE FAIB .. . . iiverniienranrenevensoneeronassassssssncaransonnnns nia n/a 500% 5.00%
Yearratereachesultimate .. ... ... oiiiiiiiiiii ittt n/a o/a 2016 2018
A one-percentage-point change in assumed health care cost trend rates would have the following effect on the benefit
obligation:
(millions) Increass Decreass
Effect on postretirement benefit obligation .................... Cheecearreaarerentetacerinats R $74 §6.1)
Net periodic benefit cost
o [PomsionBenefts = OtherBemefis
(millions) 090 6T 007D HST 008N WD
SEIVICECOBE ... .cuiuiiinerannonnrrnecronnronrenstansaesanne $157 $154 5160 $29 $41 $53
INterest OBt .. ...covniiiiinnricnrentnasrsarserscnrarrannsnss 336 319 330 11.3 120 12.2
Expectedretum on plan assets . ........voiiniiiiiiiiiiiiineinans 378 (390) (36.3) —_— — _
Amortization of:
Actuarial 08B ... .. covniviuniiniiiii ittt 8.7 40 9.1 — — —
Prior service (benefit) Ot ... .. ..viiiiii ittt 04 0.4) 0.5 0.8 1.8 28
Transition oblgation ...........coviiiiiiiiiirieenieiiaan —_— — e 23 23 25
Curtailment Joss (benefit) . .. ......ovvvviiiiiniiiiiiiiiiiiine 02 —_ 04 — — 64
Settlementloss .. ....c.oiiiiiiiiiiii it ittt reaes — 0.9 - _ — —
Netperiodicbenefit cost ........coiiiiiiiininiiiiiiniinrnennas $200 $128 35209 3173 3202 $29.2
3 e 4 E— R S—— b

(1) Benefit Cost was measured for the twelve months ended Dec. 31, 2009 and 2008. The company elected & 15-month transition approach allowed by accounting
standards for employer’s definnd benefit persion and other post-retirement plans to move from an early messurement date of Sep. 30, 2007 0 & ysar end
messurement date of Dec, 31, 2008. In connection with thia election, the corpeny recorded after-tax charges to Retained Eamings of $2.2 million for Pensions
and $3.1 million for Other Postretirement Banefits in the fourth quaster of 2008.

(2) Benefit Cont was messured for the twelve months ended Sep. 30, 2007,

In addition to the costs shown above, $0.6 million of special termination benefit costs were recognized in 2007 related to
pension benefits.

The estimated net loss and prior service net cost for the defined benefit pension pluutbamﬂbemﬂzed&ommmw
omammmmmmmmnapeﬁodicbemﬁtmomthemﬁswmmu 9 million and $0.1 million,

The estimated prior servics credit and transition obligation for the other postretirement benefit plans that will be amortized from
accumulated other comprehensive income into net periodic benefit cost over the next fiscal year are $0.2 million and $0.5 million,
respectively.

In addition, the estimated net loss and prior service beaefit for the defined benefit pension plans that will be amortized from
regulatory assets into net periodic benefit cost over the next fiscal year are $10.2 million and $0.5 million, The estimated prioc
service cost and transition obligation for the other postretirement benefit plan that will be amortized from regulatory asset into net
periodic benefit cost over the next fiscal year will be $2.8 million.
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Assumptions used to determine net periodic benefit cost for years ended Dec. 31,

Peosion Bemafits Other Benefity
B9 WM W W8 e o
DISCOUREFAIE . ... ....uiinniinaieennennnrsersestocessacannnans cveee 605% 6.20% 585% 605% 620% S585%
Bxpemdlonz—temruummplmm ............ Cearerrieeeiiesaeeas 825% 825% 825% nAa n/a o/a
Rate of COMPEnsation iNCIBASE .. ......oovrvririrrorerennecrsacansorsnns 425% 4.25% 4.00% 425% 4.25% 4.00%
Healthcare cost trend rate
4T T n/a /s o 850% 9.25% 9.50%
UMBIE FIIE . ..ottt inirarierrentanaesnssantesesnnsanesnes na n/a oa 500% 525% 525%
Year rate reaches uitimate . . ........ caeens e rearraeeireiaeeaans na n/a o/a 2016 2016 2015

The discount rate assumption was based on a cash flow matching technique developed by our outside actoaries and a review
of current economic conditions. This tochnique matches the yields from high-quality (As-graded, non-callable) corporate bonds to
the company’s projected cash flows for the benefit plans to develop a present value that is converted to a discount rate.

The expected return on assets assumption was based on historical returns, fixed income spreads and equity premiums
consistent with our portfolic and asset allocation. A change in asset allocations could have a significant impact on the expected
retum on assets, Additionally, expectations of long-term inflation, real growth in the economy snd a provisioa for active
management and expenses paid were incorporated in the assumption. For the year ended Dec. 31, 2009, TECO Energy’s pension
plan experienced actual asset returns of approximately 19.8%.

The compensation increase assumption was based on the same underlying expectation of long-term inflstion together with
assumptions regarding real growth in wages and company-specific merit and promotion increases.

A one-percentage-point change in assumed health care cost trend rates would have the following effect on expense:

1% 1%
Incresss  Docresss

(miltlons) L
Effect on periodiC COBL . .. ... vivteitiauneeineiiiaeetsorsesssesosurnessivesncisstosseoncansnans $03 $(0.3)

Pension Plan Assets

Pension plan assets (plan assets) are invested in & mix of equity and fixed income securities. The company's investment
objective is to obtain above-average returns while minimizing volatility of expected returns over the long term. The company’s
strategy is to hire proven managers and allocate assets to reflect a mix of investment 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
expenses. The company targets a higher allocation to equity securities than fixed income securities since the company believes that
equity securities are expected to outperform fixed income secuzities.

Targst Actual Allocation, End of Year

m Allocation 009 2008
—
" :
Bquity secunities . .......cocovreerresciursonnen Sekeseeseseenencensraraniiens 55-65% 66% 56%
. .

Fixed income securities ............ ertersestasrraessrrerennans rereraesraens 35-45% 34% 4%

—_— -
Lot .. viirniieeinneeresaseoravnoronnsoncenonssasaanstoaansasacennes 100% 100%

T ey

The company reviews the plan's asset allocation periodically and re-balances the investment mix to maximize asset retums,
optimize the matching of investinent yields with the plan’s expected benefit obligations, and minimize pension cost.

The Plan's investments are beld by a trust fund administered by JP Morgan Chase Bank, N.A. (JP Morgan). JP Morgan
measures fair value using the procedures set forth below for ail investments. When available, JP Morgan uses quoted market prices
on investments traded on an exchange to determine fair value and classifies such items as Lavel 1. In some cases where a market
Wmu%&&mmmwmammmmmmkumdww
expedients to calculate fair value, snd the company classifies these items as Level 2.

If observable transactions and other market data are not available, fair value is based upon third party developed models that
use, when available, current market-based or independently-sourced market parameters such s interest rates, currency rates or
option volatilities. Items valued using third party generated models are classified according to the lowest level input or value driver
that is most significant to the valuation. Thus, an item may be classified in Level 3 even though there may be significant inputs that
are readily observable.
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The following tabls sets forth by level within the fair value hieragchy the Plan’s investments as of Dec. 31, 2009, As required
by the fair value accounting standards, the investments are classified in their entirety based on the lowest level of input that is
WthvﬂmW%:m&hm&wduMmmhhvﬂu
measurement requires judgment, and may affect the valuation of fair value assets and lisbilitics and their placement within the fair
value hierarchy levels, For cash equivalents, the cost approach was used in determining fair value. For bonds and U.S. government
agencies, the income approach was used. For other investments, the market approach was used.

——
NEtoRBl ... . i iiiiiiniaiivrareasascconsvesssssnenssseasatasasssssancnns $372 § - $— $ 372
Cash alents —_ 10.6 — 10.6
..................... X X
CommOon SIOCKE . .....uvutinesivercreasrocssatnceonasnssoansssanncncnns 94.1 —_— —_ 94.1
Preferred st0CKS . ... .. 0iiiiiiiciiiiirretiiiittatittetcroertacaacacens —_— 1.0 —— 1.0
American depository receipt (ADR) ........................................ 7.1 1.1 — 8.2
Real estate investment trust (RETT) .....ivtiineiinenneniernnsscesocnsssonns 1.1 — e 1.1
"
fund — 228 —n 8
.........................................
Muomalfand ... ....o.iiiiiiiiiniieineriestesessessserancenceseransons 1272 — — 1272
, .
Total securities 229.5 9 —
....................................................... X ’
Muni bonds 0.7 39
nicipal oS .. ... ittt i ittt . 32 — )
Government bonds ... ... ..ottt en et asraen o 275 e 215
Corporatebonds .............cocooiiieivan Ceeeterecteiienreiraniisann e 243 —_ 243
iti S - 25.7 257
Moxtgage back securities (MBS) ...........ocoiiviviiiiieeniiian, R _ R
ities (ABS, — 0.7 e 0.7
Asset backed securities ( 3 25 A N R ,
Collateralized mortgage obligation / Real estate mortgage investment conduit
— —
(CMO/REMIC) ........... Feritestnaasesaan Cr e teteteaenranatan 39 39
Mutual fund .......c.00ciiiiiiiniinsenterncsenssanssrsrerssenssrrsvsnnes e 0.9 e 0.9
Total fixed InCOME SECUHHBE ... .. ..o iiiiiiiiitiiarnetnansnsncnnssscoannnns 0.7 86.2 e 86.9
Options ..........c.o0nnveese tererserecrasenaceretatterr et e vatatraearens —m ©.3) — 0.3)
i L a.1 —_ 0.1
............... 3 3
OBl .\ iiiinieeneanrroonacaensnrserssscecennsavsnsensansosesseansarsannnns $2674 $12183 S $388.9
] SRR =R SRR

Net cash represents cash, net accounts receivables and accounts payables.

Cash equivalents are valued using cost due to their short term nature. Additionaily, cash equivalents are backed by 102%
collateral.

The primary pricing inputs in determining the fair value of tho Level 1 assets, excluding tho mutual fund, are quoted
prices in active markets.

The primary pricing inputs in determining the fair value of Level 2 preferred stock and ADR are prices of similar
securities and benchmark quotes.

The commingled fund invests primarily in international equity securitica, normally excluding securities issued in the
U.8., with large- and mid-market capitalizations. The fund may invest in “value” or “growth™ securities and is not limited
to a particular investment style. The fund is valued using the net asset value (NA V), as determined by the fund’s trustee
in accordance with U.S. GAAP, at year cad. For redemption, written notice of the amount 1o be withdrawn must be given
no later than 4:00 p.m. eastern standard time.

The primary pricing input in determining the Level 1 mutaal fund is the mutual fund’s NAV. The Level 1 mutual fund is
an open-ended mutual fund and the NAV is validated with purchases and sales st NAV, making this a Level 1 asset.

mMm‘mmMMMMMNWZWMWWMW

in determining the fair value of corporate bonds are the U.S. treasury curve, base spreads, YTM, and beachmark quotes.
Asset backed securities (ABS) and collateralized mortgage obligations (CMO) are pricod using TBA prices, treasury
curves, swap curves, cash flow information, and bids and offers as inputs. Mortgage backed securities (MBS) are priced
using TBA prices, treasury curves, average lives, spreads, and cash flow information.
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* The primary pricing input in determining the fair value of the Level 2 mutual fund is its NAV at year end. Shares may be
pmchuedutheNAVwMuhsclm:esamm Since this mutual fund is a private fund, it is a Level 2 asset.
The fund invests primarily in emerging market fixed income securities, For redemption, written notice of the amount to
be withdrawn must be given no later than 4:00 p.m. eastern standard time. Redemption proceeds will normally be

» Level 2 options are valued using the bid-ask spread and the last price.

There were no assets classified as level 3 assets in 2008 or 2009,

Other Postretirement Benefit Plan Assets
There are no assets associated with TECO Energy's other postretirement benefits plan,

Contributions

TECO Energy’s policy is to fund the qualified pension plan at or above amounts determined by its actuaries to meet Employee
Retirement Income Security Act (ERISA) guidelines for minimum annual contributions and minimize PBGC premiums paid by the
plan. TECO Energy contributed $6.7 millioa to this plan in 2009 and $11.7 million in 2008, which met the minimum funding
requirements for both 2009 and 2008. TECO Energy plans to maks the required contribution estimate of $19.5 million in 2010 with
potential additional contributions of $20 ~ $23 million to maintain certain funding threshokds. TECO Energy estimates annual
contributions to range from $25 - $90 million per year in 2011 to 2014 based on current assumptions.

The SERP is funded annually t0 meet the benefit obligations. The company made coatributions of $1.5 million and $4.2
million to this plan in 2009 and 2008, respectively. In 2010, the company expects to make a contribution of about $8.4 million to
this plan, which includes $4.9 million for the settlement of benefit obligations related to the 2009 restructuring program
(see Note 21).

The other postretirement benefits are funded annually to meet benefit obligations. The company contribution toward heaith
care coverage for most employees who retired after the age of 55 between Jan. 1, 1990 and Jun. 30, 2001 is limited to a defined
dollar benefit based on service. The company contribution toward pre-635 and post-65 health care coverage for most employees
retiring on or after Jul. 1, 2001 is limited to a defined dollar benefit based on an age and service schedule. In 2010, the company
expects to make a contribution of about $14.0 million. Postretirement benefit levels are substantially unrelated to salary.

Benefit Payments
The following benefit payments, which reflect expected future service, as appropriate, are expected to be paid:

mmmuud contributions) Other Postretirement Bescfits
Grom Expected Fodernl
$15.2 $Q12
$164 $ (4
$17.3 $ (18
$179 $ (D
$180 $ (18
$929 $11.0)

Defined Coatribution Plan

The company has a defined contribution savings plan covering substantially all employees of TECO Energy and its
m(mwm)ﬂmmumapmmmapuﬂmoﬂhamnmmwmm hmmullowedbyms

qummmmmamﬁmmmmmmewwdupmma
eﬁﬂhmﬁmmﬁmhﬂmhﬂmdmhmﬁumﬁmﬂm&hAﬂMT the
employer matching contributions were changed to 50% of eligible pasticipant contributions, with an additional incentive match of
up to 50%. For the years ended Dec. 31, 2009, 2008 and 2007, the company and its subsidiaries recognized expense totaling $8.1
million, $7.1 million and $8.6 million, respectively, related to the matching contributions made to this plan.
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6. Sbort-Term Debt
At Dex. 31, 2009 and 2008, the following credit facilities and related borrowings existed:

Credit Facilities
Dec. 31, 2009 Dec. 31, 2008
Lutters of Letiers of
Berrewings Cradit Crodlit Borrewings Credit
{millions) Facltbios Ontstunding®) Outsinding Focilis Outsiending'® Owistemding
Tampa Electric Company:
Syearfacility ..........ccoiiiiiiiiiiiiiiiinnn, $3250 $55.0 $07 $3250 $— $14
1-year accounts receivable facility ........... ceess 1500 - — 1500 290 —
TECO Energy / TECO Finance:
Syearfacility ...........ciiiiiiiiiiiiiiiiias 200.0 —— 6.9 200.0 64.0 7.1
U I $675.0 $350 $76 %6750 $93.0 $85
] ——————— mm— T fo ——

{1} Borrowings outstaniding are reported as notes paysble.

At Dec. 31, 2009, these credit facilities require commitment fees ranging from 7.0 to 125.0 basis points (sce Note 26). The
weighted average interest rate on cutstanding notes payable at Dec. 31, 2009 and 2008 was 0.66% and 2.65%, respectively.

Tampa Electric Company Accounts Receivable Facility

On Dec. 16, 2009, Tampa Electric Company and TEC Receivables Corp. (TRC), a wholly-owned subsidiary of Tampa
Electric Company, amended their $150 million accounts receivable collateralized borrowing facility, entering into Amendment
No. 7 to the Loan and Servicing Agreement with certain lenders named therein and Citicorp North America, Inc. as Program
Agent. The amendment extends the maturity date to Mar. 17, 2010, Please refer to Note 26 for additional information.

7. Long-Term Debt

At Dec. 31, 2009, total long-term debt had a carrying amount of $3,309.7 million and an estimated fair market value of
$3,500.3 million. At Dec. 31, 2008, total long-term debt had a carrying amount of $3,216.7 million and an estimated fair market
value of $2,987.5 million.

A substantial part of the tangible assets of Tampa Electric are pledged as collateral to secure its first mortgage bonds. There
are currently no bonds outstanding under Tampa Electric’s first mortgage bond indenture.

TECO Energy's maturities and annual sinking fund requirements of long-term debt for 2010 through 2014 and thereafter are

as follows:

Long-Term Debt Maturities

Dec. 31, 2009 lﬂ-
(weillions) 2010 2011 2002 2013 1014 Thereafter

TEOO By . ..o v iivocnmeeansesssatanensesonsssranss $1028 $191.7 $1002 $— $— §$ 8B § 4035
TECOFIDADCE ... .. iiieciieeiarensnaroncsnscnnnsan . — 1718 2362 — - 4912 899.2
TampaElectric ... .. ..oi ittt rie e —_ - 5400 607 833 10849 17689
PeoplesOm ... ...ttt it 7 34 1134 — 1100 230.5
TECOGuatemala .. .....c.ocvnnennnncnsns Ceetteteneana 14 1.5 1.5 1.6 1.6 — 1.6
Total long-term debt maturities ....... N Craeen .ooo 310719 $3684 $991.3 $62.3 $849 51,6949 $33097
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Debt Securities
Issuance of Tampa Electric Company 6.10% Notes due 2018

: On Jul. 7, 2009, Tampa Electric Company completed an offering of $100 million aggregate principal amount of 6.10% Notes
due 2018 (Notes). The Notes form a single series and are fungible with Tampa Electric Company’s 6.10% notes due 2018 issued
on May 16, 2008 in the aggregate principal amount of $150 million. The Notes were sold at 102.988% of par. The offering resuited
in net proceeds to Tampa Electric Company (after deducting underwriting discounts and commissions and estimated offering
expenses) of approximately $102.0 million. Net proceeds were used to repay short-term debt and for general corporate purposes.
Tmmmnymmmamypmnf&stnmopnmnmyﬁmemdﬁmnmmmnnWm
price equal to the greater of (i) 100% of the principal amount of Notes to be redeemed or (ii) the sum of the present value of the
remaining payments of principal and interest on the Notes to be redeemed, discounted at an applicable treasury rate (as defined in
m%ﬂmssmmmmmummmmwwmmﬁdmmu

Issuance of Tampa Electric Company 6.10% Notes due 2018

On May 16, 2008, Tampa Electric Company issued $150 million aggregete principal amount of 6.10% Notes due May 15,
2018 (6.10% Notes). The 6.10% Notes were sold at par. The offering resulted in net proceeds to the Company (after deducting
underwriting discounts and commissions and estimated offering expenses) of approximately $148.7 million. Net proceeds were
used for general corporate purposes, Tampa Electric Company may redeem all of any part of the 6.10% Notes at its option at any
time and from time to time at & redemption price oqual to the greater of (i) 100% of the principal amount of the 6.10% Notes to be
redecred or (ii) the preseat value of the remaining payments of principal and interest on the 6.10% Notes to be redeemed,
discounted at an applicable treasury rate (as defined in the applicable indenture) plus 35 basis points; in ¢ither case, the redemption
price would include accrued and unpaid interest to the redemption date.

OnMay 15, 2008, in connection with this debt offering, Tampa Electric Company settied interest rate swaps eatered into in
2007 for $11.8 million. The cash outflows related to this settiement are netted with the proceeds from the debt offering in the
financing section of the Consolidated Statement of Cash Flows and are recorded in “Accumulated other comprehensive loss™ on
the Consolidated Balance Sheet. These amounts will be reclassified to interest expense over the 10-year term of the related debt,
resulting in an effective interest rate of 6.89%.

Remarketing and Repurchase in Lieu of Redemption of Tampa Electric Company’s Tax-Exempt Auction Rate Bonds

On Mar. 19, 2008, the Hillsborough County Industrial Development Authority (HCTDA) remarketed $86.0 million Pollution
Control Revenve Refunding Bonds (Tampa Electric Company Project), Series 2006, in a fixed-rate mode pursuant to the terms of
the Loan and Trust Agreement governing those bonds. The bonds, which previously had been in auction rate mode, bear interest at
5.00% per annum and are subject to mandatory tender for purchase on Mar. 15, 2012 from the proceeds of & remarketing of the
bowds. Tampa Electric Company is responsibie for payment of the interest and principal associated with the bonds. Regularly
scheduled principal and interest when due are insured by Ambac Assurance Corporation, as more fully described in Amendment
No. 1 to the company's Annual Report on Form 10-K for the year ended Dec. 31, 2007,

On Mar. mmwwccwmwmmu«wmmommcmw

Authority (PCIDA) Solid Waste Disposal Revenus Refunding Bonds (Tampa Electric Company Project), Series
2007 and $125.8 million HCIDA Pollution Control Revenus Refunding Bonds (Tampa Electric Company Project), Series 2007A,
B and C {collectively, the “2007 Bonds™). Also on that date, the Insurance Agreement dated as of Jul. 25, 2007 with Financial
Guaranty Insurance Company, pursuant to which Financial Guaranty Insurance Company issued a financial guaranty insurance
policy for the HCIDA Poliution Control Revenue Refunding Bonds (Tampa Electric Company Project), Series 2007A, B and C
{the “2007 HCIDA Bonds™), was terminated. There was no financial statement impact related to the termination of this agreement.
Tamps Electric Company also entered into & corresponding First Supplemental Loan and Trust Agreement regarding the removal
of the bond insurance on the 2007 HCIDA Bonds. After these changes to the 2007 HCIDA Bonds, the company remarketed the
$54.2 million 2007 Series A and the $51.6 million 2007 Series B Bonds in long-term interest rate modes. The $54.2 million 2007
Series A bomds, which previously had been in suction rate mode, bear interest at 5.65% per annum until maturity on Mar. 15, 2018,
‘The $51.6 million 2007 Series B bonds, which previously had been in auction rate mode, bear interest at 5.15% per annum and will
be subject to mandatory tender on Sep. 1, 2013 from the proceeds of a remarketing of the bonds. Tampa Electric Company is
responsible for payment of the interest and principal associated with the 2007 Bonds.

As a result of these transactions, $95.0 million of the bonds purchased in lieu of rederaption were held by the trustee at the
direction of Tampa Electric Company 2s of Dec. 31, 2009 (the “Held Bonds™) to provide an opportunity to evaluate refinancing
alternatives. The Held Boads effectively offset the outstanding debt balances and are presented net on the balance sheet.
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At Dec. 31, 2009 and 2008, TECO Energy had the following long-term debt outstanding:

Long-Term Debt
(mifions) Do, 31, Due 20 08
TECOEpergy ....... Notes ®;
Floating rate 2.3% (effective rate 2.5%) for 2009 and 5.2% for 2008 X8 2010 § 1000 § 1000
7.5% (effective rate of 7.8%) @ 2010 28 28
7.2% (effective rate of 7.4%) 2011 1917 1917
7.0% (effective rate of 7.1%) 2012 1002 1002
6.75% (cffective rate of 6.9%) @ 2018 8.8 8.8
4033 _ 4035
TECO Finance . ..... Notes (16 7.2% (effective rate of 7.4%) 2011 1718 18
7.0% (effective rate of 7.1%) 2012 2362 2362
6.75% (cffective rate of 6.9%) ® 2018 1912 1912
6.572% (effective rate of 7.3%) 2017 3000 3000
899.2 8992
Tampa Electric .. ..., Instaliment contracts payable ¢4
5.1% Refunding bonds (cffective rate of 5.7%) 2013 60.7 60.7
5.65% Refunding bonds (effective rate of 5.9%) ™) 2018 542 542
Varisble rate bonds repurchased in 2008 2020 — —
5.5% Refunding bonds (effective rate of 6.2%) 2023 86.4 864
5.15% Refunding bonds (effective rate of 5.4%) ® 2028 516 516
Varisble rate bonds repurchased in 2008 2030 o —_—
5.0% Refunding bonds (effective rate of 5.9%) ™ 2034 86.0 86.0
Notes (); 6,875% (cffective rate of 7.0%) 2012 2100 2100
6.375% (cffective rate of 7.4%) 2012 3300 3300
6.25% (effective rate of 6.3%) @ 2014-2016 2500 2500
6.10% (effective rate of 6.4%) 2018 2000 1000
6.55% (cffective rate of 6.6%) 2036 2500 2500
6.15% (effective rate of 6.2%) 2037 1900 1900
L7689 16689
Peoples Gas System . . Senior Notes (13: 10,.30% 2009 e 18
993% 2010 1.0 20
8.00% 2010-2012 9.5 122
Notes () 6,875% (effective rate of 7.0%) 2012 40.0 40.0
6.375% (effective rate of 7.4%) 2012 70.0 70.0
6.10% (effective rats of 7.0%) 2018 50.0 50.0
6.15% (effective rate of 6.2%) 2037 60.0 60.0
2305 2360
TECO Guatemala ... Note: 3.00% Fixed rate 2010-2014 1.6 9.1
Unamortized debt discount, Bet .. ... .. oot iiiiintiinuiuiannaetoosvesrennaacnsssrosnscansasnsnns 0.2) (3.2)
330985 32135
Less amount due withinoneyear............... et e eanaarcateesaeststenertttrearennanananne 1079 6.9
Total long-term debt . .............. e easeerrer s e aiaiaeaiaiarar e $3,201.6 $3,2066

(1) These securities sre subject to redemption in whole or in part, at any time, at the option of the company.
(2) These long-term deix agreements contain vatious restrictive finsncial covensnts.

-exempt securities.
(5) Thess bonds were converted in March 2008 from an suction rate mode to & fixed rate mode through maturity on May 13, 2018,
{6) Composite year-end intcrest rate.
(7) In March 2008 these bonds, which were in suction rate mode, were purchased in licu of redemption by Tampa Electric Company. These beld varisble rate
bonds have par amounts of $20 mitlion sad $75 million due in 2020 snd 2030, respectively.
(8) Thess bonds were converted in March 2008 from sa suction rats mode to a fixed rate mode for the term ending Sep. 1, 2013,
{9) Thess bonds were comverted in March 2008 from sa suction rate mode to & fixed rats mode for the term ending Mar. 13, 2012,
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8. Preferred Stock
Preferred stock of TECO Energy—$1 par
10 million shares authorized, none outstanding.
Preference stock (subordinated preferred stock) of Tampa Electric—no par
Preferred stock of Tamps Electric-—no par
Preferred stock of Tampa Electric—$100 par
1.5 million shares authorized, none outstanding.

9. Common Stock

Stock-Based Compensation

TECO Energy has two share-based compensation plans, the Equity Plan and the Director Equity Plan (Plans), which are
described below. The types of awards granted under these Plans include stock options, stock grants, time-vested restricted stock
and performance-based restricted stock. Stock options have been granted with an exercise price greater than or equal to the fair
market value of the common stock on the date of grant and have a 10-year contractual term. Stock options for the Director Equity
Plan vest immediately and stock options for the Equity Plan have graded vesting over a three-year period, with the first 33%
becoming exercisable one year after the date of grant. Stock options were last awarded in 2006. Stock grants and time-vested
restricted stock are valued at the fair market value on the date of grant, with expense recognized over the vesting period, which is
normally three years. Tm-mﬁmkmdno&amﬁmmvmm—mmmmmmm
stock has been granted to officers and employees, with shares potentially vesting after throe years. The total awards for
performance-based restricted stock vest based on the total return of TECO Energy common stock compared to a peer group of
utility stocks, The grants can vest between 0% and 150% of the originel grant. Dividends are paid on all time-vested and
performance-based restricted stock awards during the vesting period.

TECO Energy recognized total stock compensation expense for 2009, 2008 and 2007 of $10.4 million, $9.8 million and $11.6
million, respectively. Total stock compensation expense is reflected in “Operation other expense-Other” on the Consolidated
Statements of Income. Cash received from option exercises under all share-based payment mrangements was $0.4 million, $18.2
million and $9.2 million for the periods ended Dec. 31, 2009, 2008 and 2007, respectively. The aggregate intrinsic value of stock
options exercised was $0.1 million, $8.4 million and $3.6 million for the periods ended Dec. 31, 2009, 2008 and 2007,
respectively. The total fair market value of awards vesting during 2009, 2008 and 2007 was $7.0 million, $2.6 million and
$3.6 million, respectively, which includes stock grants, time-vested restricted stock and performance-based restricted stock. As of
Dec. 31, 2009, there was $8.4 million of unrecognized compensation cost related to all non-vested awards that is expected to be
recognized over a weighted average period of two years. In accordance with accounting standards for stock-based compensation,
the cash flows resulting from excess tax deductions on share-based payments are classified as financing cash flows.

mmmukmumofmkmummmmmnmmmmwmwmm
following methods to determine its underlying assumptions: expected volatilities are based on the historical volatilities; the

expected term of options granted is based on the Staff Accounting Bulletin No. 107 (SAB 107) simplified method of averaging the
vesting term and the original contractual term; the risk-free interest rate is based on the U.S. Treasury implied yield on zero-coupon
issnes (with a remaining term equal to the expected tenmn of the option); and the expected dividend yield is based on the current
annual dividend amount divided by the stock price on the dats of grant.

The fair market value of performance-based restricted stock awards is determined using the Monte-Carlo valuation model, and
the company uses the following methods to determine its underlying assumptions: expomdvohuhmnebuedonthebum
volatilities; the expected term of the awards is based on the performance measurement period (which is generally three years); the
risk-free interest rate is based on the U.S. Treasury implied yield on zero-coupon issues (with a remaining term equal to the
expectad term of the award); and the expected dividend yield is based on the current annual dividend amount divided by the stock
price on the date of grant, with continuous compounding.
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The value of time-vested restricted stock and stock grants are based on the fair market value of TECO Energy common stock
at the time of grant.

Amumptions 000 008 @
Assumptions applicable to performance-based restricted stock
Risk-free MMETESE TRIE .. .. ..oiieiiiinuoenesaneoerissnsosanantosasassonassssensasans 1.36% 2.46% 4.33%
Expectad lives (inyears) ............00o0n0s ebirearesianete eteacsraeeaaaen feeanans 3 3 3
Expectad stock VOIBRHLY . . .o ovviiniiiiiir ittt it it s ce i 34.11% 18.38% 16.71%
Dividend yield . .. ... iiiiiiiii i ittt ittt e ras 7.54% 4.80% 4.25%
Equity Plan

In April 2004, the company’s shareholders approved the 2004 Equity Incentive Plan (2004 Plan). The 2004 Plan superseded
the 1996 Equity Inceative Plan (1996 Plan), and no additional grants will bo made under the 1996 Plan. Under the 2004 Plan, the
Compensation Committee of the Board of Directors authorized 10 million shares of TECO Energy common stock that may be
awarded as stock grants, stock options and/or stock equivalents to officers, key employees and consultants of TECO Energy and its
subsidiaries. The Compensation Committee has discretion to determine the terms and conditions of each award, which may be
subject to conditions reisting to continued employment, restrictions on transfer or performance criteria.

Under the 2004 Plan and the 1996 Plan (collectively referred to as the “Equity Plans™), 0.9 million, 0.7 million and 0.6 million
shares of restricted stock were granted in 2009, 2008 and 2007, respectively, with weighted average fair values of $10.63, $16.85
and $18.14, respectively.

Director Equity Plan

In April 1997, the company’s shareholders approved the 1997 Director Equity Plan (1997 Plan), as an amendment and
restatement of the 1991 Director Stock Option Plan (1991 Plan). The 1997 Plan superseded the 1991 Plan, and no additional grants
will be mads under the 1991 Pian. The purpose of the 1997 Plan is to attract and retain highly qualified non-employee directors of
the company snd to encourage them to own shares of TECO Energy common stock, The 1997 Plan, administered by the Board of
DMWMMMdMOWWMWthMMMWMM

equivalents,

Under the 1997 Plan, 20,000, 22,500 and 25,000 shares of restricted stock were granted in 2009, 2008 and 2007, respectively,
with weighted average fair values of $10.61, $16.66 and $18.33, respectively.

A summary of non-vested shares of restricted stock and stock options for 2009 under all of the Equity Plans are shown as

Nonvested Restricted Stock and Stock Options

Time Based Performance Based
Resiricied Mm wmm Nowvested M%
A A A
Md '%- % 4 '5‘

. M} g M} ﬁ ) (M n )
Nonvested balance at Dec. 31,2008 ...... eerreeenenns T 418 317.39 1021 021 $17.36 299 $3.26
Granted .. ... . . ittt ittt araeen 320 10.96 602 1045 _— -
2 T R (214) 15.78 (359 1548 {299) 326
Forfeited ............coiiivinniincocnns erenaiees ) 17.38 {103) 17.00 e —
Nonvested balance at Dec. 31,2009 ..............unes . 582 $14.44 1,161 $14.39 — $—

- SEmm— S RTTIIE - — -3 T

(1) The weighted average remaining contractusl term of restricted stock is 2 years.
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Stock option transactions during 2009 under all of the Equity Plans are summarized as follows:

Stock Options
Waelghted Avg.
Numbwr Weightod Avg. Remolning
Sﬁ-‘ Zl‘ﬂz Contravtant Valwe

(Chonsunds) share) Torm (yoors)  (milllons)
Outstanding balance at Dec. 31,2008 ...........chiiiiiiiiinnisnnenes 6,836 $21.60
L — —
0 L (38) 11.87
Cancelled .........cvvivieierencssesserrorerncrssssasssonranennns (796) 21.59 _
Outstanding balance at Dec. 31,2000 ... ... .. oioiiiiiiiiiiiannn, 6,002 $21.66 3 $4.0
Exercisable at Dec. 31,2000 . . it riiiiiiitriiii it 6,002 $21.66 3 40
Available for future grantat Dec. 31,2009 . .......oiiiiiiiiiiiiieaiia 1,475

(1) Option prices range from $11.09 1o $31.58.
As of Dec. 31, 2009, the options outstanding and exercisable under the Equity Plans are summarized below:
Steck Optioss Outstanding and Exercisabie

Shares W A ¥ AT

Bangs of Option Pricss " Price  Comtracteal it
L3 I I 3 i Y 1,154 $12.80 4 Years
Y (Y T 3 £ X . N 1,577 $16.31 6 Years
$21.25-82248 ...... ceraraanns eranaes Cererseanne Crrerenes Creerereare 836 $21.28 1 Year
v K . . . N 20 $25.97 1 Year
Ly R 3 TN, 1 S U 2418 $29.50 2 Years

b e [ 6,002 $21.66 3 Years

e

Dividend Rednvestment Plan

In 1992, TECO Energy implemented a Dividend Reinvestment and Common Stock Purchase Plan. TECO Energy raised $3.8

million, $3.6 million and $3.9 million of common equity from this plan in 2009, 2008 and 2007, respectively.

Sharekolder Rights Pian
The Shareholder Rights Plan expired according to its terms in May 2009.

Other

In February 2009, the Compensation Committee of TECO Energy’s Board of Directors awarded eight senior officers time-
vested restricted common stock in-lieu of cash for 50% of their annual incentive award; the remaining balances of these 2008
incentive awards were paid in cash. The full cost of these incentives were reflected in the 2008 income statement under the caption
“Operation other expense-Other.” In connection with these restricted stock awards, 72,342 shares were issund at a grant-date value
of $12.15. These awards will vest one year from the date of grant.
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10. Other Comprehensive Income

TECOMW&MOMWWWM)(M)&&MQMMJI 2009, 2008 and
2007, related to changes in the fair value of cash flow hedges and amortization of unrecognized benefit costs associated with the

company’s peasion plans:

Other Comprekensive Incoms
(millions) Groww  Tax Net
2009
Unrealized gainoncash flowhedges ..........coooiiiiiiiiiiininaaeioniennns Cerrerarvenaes $ 40 $(15 § 25
Plus: Loss reclassified t0 net Im0OMIE . ... ... iuiiiiieerneeertserorsocannconnacassvessooncen 243 90 153
Gainoncash flow Bedges .. ... ..o iiniitiiit ittt ittt 283 (10.5) 178
Amortization of unrecognized benefit oSt ... ... i iiviieitiiiirsiiiiiaciettiirarariens 2.1 {0.8) 13
Chenge in benefit obligation due to rfEmeSUrEMENt . . ... ... cvairiiirennierresnesiorrantesnas 04 ©2) 02
Reclassification to earnings loss on available-for-sale securities . ...............c.oiiiiiiiiae, 1.7 — 1.7
Total other cOmPrehensive IBCOME . . . .. ..ot isereetaseraensoasaeenrnenncareiatnnes ;&S. M) i_g_o
2008
Unrealized lossoncash flowbedges .....................0 Ceetssetrneetacerncerasratonrne $25.2) § 94 H158)
Less: Gainreclassified to net InCOMI ... .. coviiiiiiiiniiittasreiocnnsenronssnsscansnessen 49) 1.8 {3.1)
Lossoncash flow Bedges .. ... ...t iiiiiiitianarsearierasacrocarannsarsnssns (301 112 (189
Amostization of unrecognized benefit costs .........ciiiiiraiiiiiii it it 42 (1.6) 26
Unrecognized loss on available-for-gale securities () . ... ... ..t iiiiiiiiiiiiiitinenncceiienees an - .7
Unrecognized benefits due to remeasurement ..........000000 b seereereiecacatrneraenrenrenn (7. 69 (10.8)
Total other comprehensive 1088 .. ... ....vuuienniiatiicesuicansassonrsccssnocnesssanen S&) m Eﬁ)
2007
Unrealized loss on cash flow hedges ........ ferenea Chererans Crreraeas Cvenerrasreserinarane $AD S 14 $ 23
Less: Gain reclassifiod 10 pet iNCOMIB ... ... iiiiiiiiiiiiiaeiaieoisvecrsrnssennssesasansnens {6.5) 2.5 4.0)
Lossoncash flow Bedges ... ... ..c.iiviuiiineiurnnnteraeronnosnonesossssssonansnssansn {10.2) 39 6.3)
Amortization of unrecognized benefit COStS ........coiviiiiiii ittt 43 (1.9 24
Recognized benefitcostsdustocurtailment ...... ... ... i ittt ciircan et 142 (35 87
Unrecognized benefits dus tO remeasurement . .........oiivierrnersrrnrscerasssvassocans e 137 (5.2) 8.5
Total other comprehensive INCOME . ... ... .ii ittt ittt crinisaneranaenn $220 §$ (87 $133
TSI TS S
Accumulaied Other Comprehensive Loss
Dee. 31, Dee 31,
(midlions) 200 008
Unrecognized losses and priorservice coBtE® ... ... .. i i iiiiiiiiiiia i i e asa s $(27.8) $(29.8)
Ui other benefit losses, prior service costs and transition obligations @ .............000iiiiauns 10.1 10.6
Net unrealized losses from cash flow bedges @ .. .. .. i i iiiiiiiiiiiiiiiaticiitaccaratiannnnnnn (73) @51
Net unrecognized loss on available-for-sale securities .............cciiiiiiiiiineiiiiieciarnannnnnns — {1.7)
Total accumulated other comprehensive 0B . ... ... iivirieieiirererrrnssosesasenrannsnssonas $(25.0) $(46.0)
R ———

(1) Amount relates to an off-shore invesanent aot subject to U.S. Rederal income tex.

(2) Netof ax benefit of $17.1 million and $18.4 million as of Dec. 31, 2009 and Dec. 31, 2008, respectivedy.
(3) Netof tax experss of $5.0 million and $6.3 miltion as of Dec. 31, 2009 and Dec. 31, 2008, respectively.
(9 Netof tax benefit of $4.5 million and $15.0 miflion as of Dec. 31, 2009 and Dec. 31, 2008, respectively.

11. Earnings Per Share

In accordance with accounting standards for the calculation of eamings per share (EPS), TECO Energy adopted the two-class
method for computing EPS in the first quarter of 2009. These standards define share-based payment awards that participate in
dividends priot to vesting as participating securities that should be included in the eamnings allocation in computing EPS under the
two-class method. The standands require retrospective application for all prior periods presented.
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The two-class method of calculating EPS requires TECO Energy to calculate EPS for its common stock and its participating

securities (time-vested restricted stock and performance-based restricted stock) based on dividends declared and the pro-rata share
each has to undistributed carnings. The application of the two-class method did not have a material effect on TECO Energy's EPS

calculations.
Earnings Per Share
(szmm) 2009 2008 2007
Basic earnings per share
Net income from continuing operations ......... ettt ianraursareesttaranrterrranassrenes $2139 $1624 $316.7
Plus: Loss Attributable to noncontrolling interest ...........cciiiiiiiiiiiiinacarisrstensonns - o 822
Less: Amount allocated to nonvested participating shareholders . ........... PN (18 a1 @3
Net income attributable to TECO Energy before discontinued operations available to common

Shareholders—basic ... ...cuviieiiaiineatiitiiiiiirtrotntitaiettiatectaettanneransen $212.1 $161.3 $3966
Net income from discontinued operations, net of tax ... .. Ceraesseieseresentiieisastisiiaannns $ — § — $143
Amount allocated to nonvested participating shareholders ....... ..o iiiiiiiiaiieiiiaeas e — (0.1)
Net income from discontinued operations available to common shareholders—basic ............... $ — §— $142
Net income atributable t0o TECOEREIgy . . cvvccvvnrninirrinnras frreancatseraesrenanias ... 32139 51624 %132
Amount allocated to nonvested participating shareholders ...............oiiiiiiiiiiii i, (1.8) (L1) (24
Net income attributable to TECO Energy available to common sharcholders—basic . ............... $212.1 $1613 34108
Average shares outstanding COMMMB .. ... .covioirursruercransrsssstosssssassssasssenanans 2118 2106 209.1
Bummmppushmmbwuwm&embefucdmmudmmmwﬁhbhm

common shareholders ................ heeenrraesaa e e ietrencaetenstanreasaanarns $ 100 $077 $ 1.9
Basic earnings per share from discontinued aperations available to common shareholders ........... $§ — § — $ 007

. . . T, VTR mm——
Basic eamings per share attributable to TECO Energy available to common shareholders ........... $100 $077 197
Diluted earnings per share
Net income from continuing OPEratONG .. ...... . o.viuienieinieiitasecrororsosierasanoacenns 32139 $1624 $316.7
Plus: Loss Attributable to noncontrolling interest ..........ccciiiiiiiiiiiiiniiisarnesiinans e —_ 822
Less: Amount allocated to nonvested participating shareholders .. ...........co0evnnn freaaaans 18y (1) @3)
Net income attributable to TECO Energy before discontinued operations available to common

shareholders—diluted .. ......c..c0iiiiiiiniiii et iei i et rse e renn $212.1 $161.3 $396.6
Net income from discontinued operations, DELOFAX .. .....coovitiniininiiisiiersasesesaesnass $ — $— 3143
Amount allocated to nonvested participating shareholders ..........c.coiiiiiiiiiiiiniinieas e —_ ©.1)
Net income from discontinued operations available to common sharcholders-~diluted .............. $ — §$— §$142
Netincome attributable t0 TECO BOeIgY « .« c e v covviiinartiiasnatoanaceannssassoscennnsons $213.9 $1624 34132
Amount allocated to nonvested participating shareholders ...................... eveenanneneas a8 1Ly 24
Net income attributable to TECO Energy available to common shareholders—diluted .............. $212.1 S$1613 $4108
Average shares outstanding COMMON . .......ivinniienienreeerioratecnscasrssosesossarsaces 2118 2106 209.1
Assumed conversion of stock options, unvested restricted stock and contingent performance

T A 13 0.8 0.8
Adjusted average shares outstanding common—dilated ...........cciiiiiiiiiiiiiiii i aaan 213.1 2114 2099
Dﬂmdumapuahaamhnbbmmommedmmdmmaﬂlhhm

common ShArehOMIEIE . ... .. .cuuiinirieirineereiasnensasosasatoasosasacnasneasosnas $100 $077 $189

e
Diluted eamings per share from discontinued operations available to common shareholders . ......... $ — $ — 35007
ENNTIEEER  CSSSISSISON  STm——

Diluted eamings per share attributable to TECO Energy available to common sharebolders .......... $1.00 $077 $ 196
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12, Commitments and Contingencies

Legal Contingencies

From time to time, TECO Enecsgy and its subsidiaries are involved in various legal, tax and regulatory proceedings befove
various courts, regulatory commissions and governmental agencies in the ordinary course of its business. Where appropriate,
accruals are made in accordance with accounting standards for contingencies to provide for matters that are probabie of resulting in
an estimable, material loss. While the outcome of such proceedings is uncertain, management does not believe that their ultimate
resolution will have a material adverse effect on the company’s results of operations or financial condition.

Investment in Empresa Elécirica de Guatemala

TECO Guatemala has a 24% ownership interest in EEGSA through a joint venture, DECA II, with Iberdrola Energia, S.A.
(Iberdrola) and Electricidade de Portugal, S.A. The Value Added Distribution (VAD) charges applicable in the tariffs charged by
EEGSA are reset every five years, The VAD was expected to be reset for a new five-year term in the third quarter of 2008 in a
manner similar to the process utilized in 2003, in accordance with applicable Guatematan law.

On Jul. 28, 2008, the National Commission of Electrical Energy (CNEE), the Guatemalan regulatory body responsible for
establishing tariff rates, issued a communication unilaterally disbanding the panel of experts appointed under existing regulations
to review and approve the new tariff rates. On Jul. 31, 2008, CNEE issued resolutions setting new tariff rates for EEGSA, which
deviated from the rates calculated consistent with the panel of experts’ guidance. The new lower VAD set by CNEE is significantly
below the prior period level. The results from Aug. 1, 2008 forward reflect the lower tariff rates,

In respomse to CNEE's actions, EEGSA initiated various legal challenges which have been resolved against EEGSA. TECO
Energy and EEGSA’s other investors are pursuing legal and other efforts on an international level to address damages cansed by
CNEE. EEGSA'’s largest investor, Iberdrols, commenced an international arbitration process under the bilateral investment treaty
in place between the Kingdom of Spain and the Republic of Guatemals. On Jan. 13, 2009, TECO Guatemala Holdings, LLC
{T'GH), a subsidiary of TECO Energy, delivered a Notice of Intent to the Guaternalan government indicating that it inteads to file
an arbitration claim against the Republic of Guatemala under the Dominican-Republic-Central America-United States Free Trade
Agreement (DR-CAFTA). As of the date of this filing, there is no firm schedule to resolve this matter in any of the proceedings
before the Guatemalan courts, in the case of EEGSA, or before international arbitral tribunals, in the case of Iberdrola and TGH.

TECO Guatemala evaluated its $146.7 million investment in DECA II, including associated goodwill of $3.9 million, at
Dec. 31, 2009 and determined that the value was not impaired (see Note 18). In the event the activities described above are
unsuccessful and no reasonable mitigation strategies are available such that lower revenues could be expected to continue
indefinitely and make the retums we anticipated on this investment unachievable, we will need to reevaluate our strategy related to
this investment and an impairment would be likely,

Superfund and Former Manufuctured Gas Plant Sites

Tampa Electric Company, through its Tampa Electric and Peoples Gas divisions, is a potentially responsible party (PRP) for
certain superfund sites and, through its Peoples Gas division, for 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. 31, 2009, Tampa Electric
Company has estimated its ultimate financial Hability to be approximately $19.9 million, primarily at PGS, and this amount has
been accrued in the company's financial statements. This amount is higher than prior estimates to reflect a 2009 study for the costs
of remediation primarily related to one site. 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 Tampa Electric Company’s experience with similar wark 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 Electric Company and other PRPs is based on each
party's relative ownership interest in or usage of a sits. Accordingly, Tampa Electric Company’s share of remediation costs varies
with each site. In virtually all instances where other PRPs are involved, those PRPs are considered creditworthy.

Factors that could impact these estimates include the ability of other PRPs to pay their pro-rata portion of the cleanup coats,
additional testing and investigation which could expand the scope of the cleanup activities, additional liability that might arise from
the cleanup activities themselves or changes in laws or regulations that could require additional remediation. These costs are
recoversbie through customer rates established in subsequent base rate proceedings.
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Loag-Term Commitments

and bheavy equipment.
Tmmwmmmwmwmwmmmwa

Income for the years ended Dec. 31, 2009, 2008 and 2007, was $10.7 million, $9.9 million and $29.8 millicn, respectively. 2007

includes leases of marine equipment at TECO Transport, which was sold on Dec. 4, 2007,

The following is a scheduls of future minimum lease payments at Dec. 31, 2009 for all leases with non-cancelable lease terms
in excess of one year:

Future Minimum Lease Payments
(il roms Tt e
Year ended Dec. 31;
1 1 L1 Ceerae Cerens Creaeees $ 846 $103 § 189
b1 ) 88 80 16.8
b1 7 AN AP Cereeierenans 2.0 4.7 13.7
. 1] I R Gt sesrtasratasesaeteteesesrnrearannan 9.1 25 11.6
- 1) L 93 24 11.7
By 7=y - 39.2 29 62.1
Total future minimum leass payments . . . .. Cerateareraesttstiaectarusrarontatbasnns $84.0 $508 31348

(1) This scheduls includes the fixed capecity payments required under & capacity and twlling agreement of Tamps Electric which commenced Jan. 1, 2009. In
accordance with accounting standurds on arrangements that contains a loase, the company evaluated the agrounent and conciuded based oo the criteria that the
agreement met the lexse definition. Prudently incurred capacity pesyments are recoverable undor an FPSC-approved cost recovery clause (Seo Note 3).

Guarantees and Letters of Credit

TECO Energy accounts for guarantees in accordance with the applicable accounting standards. Upon issuance or modification
of a guarantee the company determines if the obligation is subject to either or both of the following:

» Initial recognition and initial measurement of a lisbility; and/or

+ Disclosure of specific details of the guarantee.

Generally, guarsntees of the performance of a third party or guarantees that are based on an underlying (where such a

guarantee is not & derivative) are likely to be subject to the recognition and measurement, ss well as the disclosure provisions. 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 oaly 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,
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A summary of the face amount or maximum theoretical obligation under TECO Energy’s letters of credit and guarantees as of
Dec. 31, 2009 are as follows:

Letters of Credit and Guarantees-TECO Energy

‘miflions, < m.ha;gﬁ
Eamionluwhw Beneft of: 2016 20112014 %4 Tosnd ot Dec. 31,
Tampa Electric
Letters of Gredit .. ..covviiinraniionrinnntitaitiae e $— $— $ 02 § 02 5—
Guarantees:
Fuel purchase/energy management @ .. ................... — — 200 200 4.5
— — 202 202 4.5
TECO Coal
Letersofcredit ...o.coouvvnnnss lerasasaaiiasseseraens A — 6.7 6.7 —_
Guarantees: Fuel purchase related @ .. ... ..o0ainiiiainnatn — — 14 1.4 3
o — 8.1 8.1 1.3
Other subsidiaries
Guarantees:
Fuel purchase/energy management O .. ..., ... ... ..., —— —_ 109.7 109.7 —
1 e $— o $138.0 $133.0 $58
- ——m— S— ——
Letters of Credit-Tampa Electric Company
‘millions o mmm%u
Ennilaﬂﬁr*mw 2018 20112014 14 Yool ot Dec, 31,
Tampa Electrie
Lettersofcredit ..........coviiiiiiiiiiiiiicaicranenans $— $— 807 $07 $—
£ $— $— $0.7 07 $—
— — b T k-

(1) These guarsntees renew anoually and are shown oo the basis that they will continue 1o renew beyond 2014.

(2) 'The amounts shown are the maximnum theoretical amounts gusmateed under current agreements. Liabilities recognized represent the associated obligation of
‘TEOO Energy under these agreements &t Dee. 31, 2009, The obligations under these letters of credit and guaraniees include net accounts payable aod net
dexivative Habilities,

Financisl Covenants

In order to utilize their respective bank facilities, TECO Energy, TECO Finance and Tampa Electric Company must meet
mwmumhummw.hmmm,MOFmeM
Company and other operating companics have certain restrictive covenants in specific agrecments and debx instruments. At Dec.
31, 2008, TECO Energy, TECO Finance, Tampa Electric Company and the other operating companies were in compliance with all
applicable financial covenants.

13, Related Partles

The company and its subsidiaries had certain transactions, in the ordinary course of business, with entities in which directors
of the company had interests. The company paid legal fees of $1.6 million, $1.9 million and $1.3 million for the years ended Dec.
31, 2009, 2008 and 2007, respectively, to Ausicy McMullen, P.A. of which Mr. Ausley (a director of TECO Energy) is an
employee. Other transactions were not material for the years ended Dec. 31, 2009, 2008 and 2007, No material balances were
payabie as of Dec. 31, 2009 or 2008.

14. Segment Information

TECO Energy is an electric and gas utility holding company with significant diversified activities. Segments are determined
based on how management cvaluates, measures and makes decisions with respect to the operations of the entity. The management
of TECO Energy reports segments based on each subsidiary’s contribution of revenues, net income and total assets, as required by
the accounting guidance for disclosures sbout segments of an enterprise and reiated information. All significant intercompany
transactions are eliminated in the consolidated financial statements of TECO Energy, but are included in determining reportable

segments.
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Themfumaﬁmprmﬁdmﬂufolhwmgnbbexcludmaﬂdmomuedomm See Note 20 for additional details of

y
operations () .. ... .. . i ittt e

...................................

.............................

------------------------------

......................

...................................

Total
Tampa Othher & TECO
Elocirle PGS Cul 'l‘nl--tﬂ G-&—hlhhﬂ- h-..y

$2,193.5 $455.6 56530 § §$ 839§ 01 $33105

I

13 152 — —  (165) —_
2,1948 4708 6530  — 83 (164 33105
- = - — 413 0.6) 467
2004 442 422 2 — 03 03 2879
184 471 — - — 26 257
1162 187 13 — 129 N9 210
— 64 — 126  (190) —_
%4 133 78 — 108  (3L7) 98.6
$1602 $3198372 $ —  $386 S$(540) $ 2139
$ —$—S5S— $— $%94 $— § 594
- = = - M2 0.1 27193
56979 8701 3266¢ — 380.7M (558) 72195
$ 533085058474 $ — $ 02 $ 87 $ 6198
.. $2,089.8 $6884 $5884 $ — $ B4™M§ 03  $33753
14 — - - —_ (1.4) —
20912 6884 5884 — 84 (L) 33753
- - = —_ 72.5 04 729
1856 419 376  — 03 02 266.1
1147 182 81 — 154 125 2289
- - 61 - 151 (21.8) -—
819 173 23 — 148 (2L9H® 944
..$1356 $27.18180 $ —  §369® $(55.2)® § 1624
e § e e § o § $594 § - $ 594
= = — 2840 - 284.0
e = - - 21.3 213
.. 55388 8780 309.1® —  383L1M 384 7,474
..$ 479756905403 $ — $ 05 $ — $ 5895
- 21866 §599.7 $3445 SI97.1 § 80§ 02 §3536.1
. 18 — 932 — (@50 —
;o 21884 5997 5445 2903 80 (948) 35361
. - - 68.5 — 68.5
1786 401 384 56 0.5 0s 263.7
.. 1122 171 125 48 152 960 257.8
.. — = 116 08 149  (213) -
.. 852 164 463 138 78 450 2142
..$1503 $2655909 §340 $447 § 5250 § 3989
.8 —$ —8$— $— $54 $— § 594
- - 21585 - 275.5
= = - — 15.0 8.0 230
.. 48383 7614 50120 —  4353M 2290 67652
..$ 3738549285438 $251 $ 23 $ 02 § 4944
e ——— NERE— - T
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[¢1] Smnmumumammmmmﬂ sliocated finsacing costs. Internaily allocated costs were at pretax rates of 7.15% for
September 2008 through December 2009, 7.25% for January through August 2008, and 7.5% for 2007. Rates were basad on the average of each subsidiaey’s
equity and indebtedness 0 TECO Energy assuming s S0/50 debtéequity capital structure. Internally allocated interest charges are 8 component of total interest

charges.
(2) Results for 2008 include $0.6 million of after-tax transaction costs and s $3.2 million tax benefit related to the sals of TEOO Tranxport. Results for 2007
incinds $16.4 million of these transaction costs, the $149.4 million after-tax gain on the sale of TECO Transport and $20.2 miltion of afler-tax deie

extinguishment costs.
@) 2007 resalts for TECO Transport are through Dec. 3, 2007,
(4) The carrying value of mineral rights as of Dec. 31, 2009, 2008 and 2007 was $16.6 million, $18.1 million and $18.9 million, respectively.
(5) Revenues for 2009, 2008 xad 2007 srs exclusive of entities deconsolidated as & result of the accounting guidsnce for variable interest entities and include only

revenues for the consolidated Guatemalan entities. Sce Node 19 for further details.
(6) Netincome includes $9.6 million in taxes related to the cazh and investments repatristed from Guatemals in Decernber 2008,
(M Total assets primasily equity and advances invested in unconsolidated affiliates. As of Dec. 31, 2009, 2008 and 2007, the equity and sdvances balance

fepresent
dus TEOO Eneryy totaled $361.1 million, $356.8 million and $413.5 million, respectively.
(8) Benedit inciudes a $12.0 miltion valuation allowancs in consolidsted income taxes related to the cash and investments repatriated from Guatemala in December
2008,

Tampa Electric provides retail clectric utility services to almost 667,000 customers in West Central Florida. PGS is engaged
in the purchase and distribution of natural gas for more than 334,000 residential, commercial, industrial and electric power
generation customers in the state of Florida.

TECO Coal, through its wholly-owned subsidiaries, owns mineral rights and owns or operates surface and underground mines
and coal processing and loading facilities in Kentucky, Tennessee and Virginia. TECO Coal acquired and began operating two
synthetic fuel facilities in 2000, whose production qualified for the non-conventional fuels tax credit through the expiration of the
tax credit program on Dec, 31, 2007,

TECO Transport, through its wholly-owned subsidiaries, transported, stored and transferred coal and other dry bulk
commoditiasfwdxirdpuﬁudenmptEbww.’mCOTrmpm s subsidiaries operated on the Mississippi, Ohio and Illinois
rivers, in the Gulf of Mexico and worldwide. TECO Transpart was sold on Dec. 4, 2007.

TECO Guatemala includes the equity investments in the San José and Ajborada power plants, the equity investment in DECA
11, and the TECO Guatemala parent company.

15, Asset Retirement Obligations

TECO Energy sccounts for asset retirement obligations under the applicable accounting standards. An ARO for a long-lived
asset is recognized st fair value st 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, sbandonment or sale of
a long-lived asset.

‘When the liability is initislly recorded, the carrying amount of the related long-lived asset is correspondingly incressed. Over
time, the liability is accreted to its estimated future value. The corresponding amount capitalized at inception is depreciated over
the remaining useful life of the asset. The liability must be revalued each period based on current market prices.

TECO Energy has recognized AROs for reclamation and site restoration obligations principally associsted with coal mining,
storage and transfer facilities. The majority of obligations arise from environmental remediation and restoration activities for coal-

related operations.

Fottheyeusendadl)ec.lﬂ 2009, 2008 and 2007, TBCOEnergyncogmzedsl4m|llion,$l4mmionmd$ldmﬂhonof
associated with AROs in “Depreciation and amostization™ on the Consolidated Statements of

accretion expense, respectively,
Income. For the year ended Dec. 31, 2008, increased cost of removal of materials used in the generation and transmission of
electricity resulted in a $1.7 million estimated cash flow revision st Tampa Electric.
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Reconciliation of beginning and ending carrying amount of asset retirement obligations:

Dee. 31,
) — o—
Beginningbalance ...............00nenen Cetaeessariasentieraerenas Cerhreaeeabeiiees Ceereeriaeen $529 %4738
iabiliti 04 24
Additional Linbilithes . . ... ... ...iiiiiiiii i iiiiiires it feeeserssrresenestenen RN X
" ? 1.0 1
Linbilities sethod . ... ... o.iiiiiiiriiiriietrirertinetsatoractestisstsrsersasrrsasonrsestasserrane 1.0y (1.6
ACCIEHON EXPEBIE . ... ..ttt vieene i ivreiasosoacossssssearnasossesssnonrssssansasrcnssssons
L . —_ 1.7
Revisions toestimatedcash flows ...........ccoceiiiiiiiiiiiiiiinaa. s tsserasersecriasiratenrtens
L7 1.5 1.2
—_—
Ending DAIANCE . .. ...ttt it tatae i eua et et arera ettt tere e earatttatan s $55.2 $529

M Accretion recorded a3 & deferred regulatory asset.

As regulated utilities, Tampa Electric and PGS must file depreciation and dismantlement studies periodically and receive
approval from the FPSC before implementing new depreciation rates. Included in approved depreciation rates is either an implicit
net salvage factor or a cost of removal factor, expressed as & pescentage. The net salvage factor is principally comprised of two
components—a salvage factor and & cost of removal or dismantiement factor. The company uses current cost of removal or
dismantlement factors as part of the estimation method to approximate the amount of cost of removal in accumulated depeeciation.

For Tampa Electric and PGS, mamgmﬂeostofmhtyphmmodoromacdhmdofndmecostofmm«
dismantiernent, leas salvage value is charged to accumulated depreciation and the accurnulated cost of removal reserve reported as

a regulatory lisbility, respectively.

16. Mergers, Acquisitions and Dispositions
Sale of Navega

On Mar. 13, 2009, TECO Guatemala sold its 16.5% interest in the Central American fiber optic telecommunications provider
Navega. The sale resulted in a pre-tax gain of $18.3 million and total proceeds of $29.0 million,

Sale of TECO Transport

On Dec. 4, 2007, TECO Diversified, Inc., a wholly-owned subsidiary of the company, sold its entire interest in TECO
Transport Corporation for cash to an unaffiliated investment group. The selling price was $405 million, subject to a working capital
adjustment, and resulted in a pretax gain of $221.3 million, which is net of transaction-related costs. In accordance with accounting
guidance, dus to its significant continuing involvement with Tampa Electric related to the waterborne transportation of solid fuel,
the results of TECO Transport were reflected in continuing operations for 2007.

On Feb. 19, 2008, TECO Energy, through TECO Diversified, Inc., paid $3.7 million to adjust the working capital estimated at
Dec. 31, 2007 related to the sale of TECO Transport to an unaffilisted investment group.

17. Goodwill and Other Intangible Asvets

Under ths accounting guidance for goodwill, goodwill is not subject to amortization. Rather, goodwill and intangible assets
with an indefinite life are subject to an annual assessment for impairment at the reporting unit level. Reporting units are generally
determined as one level below the operating segment level; reporting units with similar characteristics are grouped for the purpose
of determining the impairment, if any, of goodwill and other intangible assets. Intangible assets with a measurable useful life sre
required to be amortized.

AtDec.3l.2009.thcmpmyhnd$59.4mﬂlhnof3mdwﬂmmbammwh:chnsxeﬁectedinthe'l'BCOGnmh
segment. The goodwill arose from the purchase of multiple entities as a result of the company*s investments in its San José and
Alborada power plants ($52.4 million and $3.1 million, respectively), and its equity investment in DECA II ($3.9 million). Since
these three investments are one level below the operating segment level, discrete cash flow information is available, and
management regularly reviews their operating results separately, this is the reporting unit level at which potential impairment is
tested. Additionally, since San José and Alborada are deconsolidated as a result of the accounting guidance for varisble interest
eatities, these are considered equity investments and any potential impeirment is tested under the sccounting guidance for equity
method investments, along with TECO Guatemala’s investment at DECA. I1. See Note 18.
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18. Asset Impairments

The company accounts for long-lived asset impairments in accordance with the accounting guidance for long-lived assets,
which requires that long-lived assets be tested for recoverability whenever events or changes in circumstances indicate that its
carrying value may not be recoverable. An asset is considered not recoverable if its carrying value exceeds the sum of its
undiscounted expected cash flows. If it is determined that the carrying value is not recoverable and its carrying value exceeds its
fair valoe, an impairment charge is made and the value of the asset is reduced to its fair value. When the impaired asset is disposed
of, if the consideration received is in excess of the reduced carrying value, a gain would then be recorded. In accordance with
accounting guidance, the company assesses whether there has been an impairment of its long-lived assets and certain intangibles
heid and used by the company when such impairment indicators exist. No such indicators of impairment existed as of Dec. 31,
2009, 2008 or 2007.

The company accounts for equity investments and their associated goodwill in accordance with accounting guidance for
equity method investments. The accounting guidance requires that equity investments be tested for impairment if there is an
indication that the investment may have a loss in value that is other than temporary. An indication may include a fair value of an
investenent that is less than its carrying amount. The fair value for an equity investment is generally determined using discounted
cash flows appropriate for the business model of the equity investment. The models incorporate assumptions relating to future
results of operations that arc based on a combination of historical experience, fundamental economic analysis, observable market
activity and independent market studies. Management periodically reviews and adjusts the assumptions, as necessary, to reflect
current market conditions and cbservable activity. If a sale is expected in the near term or a similar transaction can be readily
observed in the marketpince, then this information is used by management to estimate the fair value of the equity investment. As
staied in Note 17, the company has three equity investments reflected in its TECO Guatemala segment. During 2008, there was an
indication that the company's investment in DECA II may have had a loss in value that is other than temporary. As of Dec. 31,
2009, the circumstances around the company's investment in DECA II were still unresolved. Therefore, the company performed an
impairment analysis st year end 1o update the assumptions used in the 2008 impairment test.

While quoted prices in active markets provide the best evidence of fair value, these are not available since TECO Guatemala
has not received any offers for the purchase of its investment in DECA I1. Additionally, muitiples of camings or another
performance measure to determine fair value is not available since there are no comparable entities in Guatemala that have recently
been sold. While there have been similar sales in Central America, these sales are not comparsble to TECO Guatemala’s
investment due to the differing regulatory, economic and growth environments throughout Central America. Therefore, in
conducting the impairment assessment for the company’s investment in DECA II, the company used discounted cash flows of the
business model of each of DECA II's significant group of assets.

The models incorporate assumptions relating to future results of operations that are based on a combination of historical
experience, fundamental economic analysis, observable markes activity, independent market studies and probabilities weighted for
’s estimate of the moat likely outcomes. Cash flows through 2018 were based on detailed operating forecasts provided
by EEGSA. A growth factor of 5% was applied to predict subsoquent year cash flows through 2048, when EEGSA's franchise to
transmit and distribute electricity in Guatemala expires. The growth factor was determined based on past trends and management’s
expectations for both growth and inflation. The cash flows were discounted to a present value using the risk free rate of return at
Dec. 31, 2009, adjusted for an additional risk premium. The additional risk premium included a country risk premium, an equity
risk premium, a small stock premium, and a company specific risk premium. The resulting discount rate was 11.6%. Additionally,
management sensitivity analyses on the model valuation using discount rates up to 14.5%. The resuiting calculations did
not alter the conclusion of the tests.

The company determined the fair value of its investment in DECA II supports the investment and related goodwill carrying
amounts at Dec. 31, 2009, resulting in no impairment charge. The company will continue to monitor its investment in DECA I as
events and/or citcumstances change or resolve (see Note 12 for more information).

19, Varisble Interest Entities

TECO Encrgy accounts for VIEs in accordance with accounting standards for consolidations. As required by these standards,
the company evaluates for consolidation all long-term agreements with VIEs in which contractual, ownership or other i
interests in that entity change with changes in the fair value of the entity’s net assets. During the years preseated, a party to an
agreement that absorbs 2 majority of the entity’s expected losses, receives a majority of its expected residual returns, or both, is
considered to be the primary beneficiary and is required to consolidate that entity. In addition to these quantitative factors, the
company evaluates qualitative factors that woukd indicate that s transfer of risk from the entity to the company has occurred. The
mfaofmbmﬁmkﬁommmwmemmymhmuhmadwnﬁmmmmu&cwm
beneficiary of the eatity Whﬂethcwmymwhmﬁadm&w&uﬂy,fammofnﬂm!?&dndumm
factors are generally the length of the agreement and which entity absorbs the fuel risk.
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The company formed TCAE to own and construct the Alborada Power Station and the company formed CGESJ to own and
construct the San José Power Staticn. Both power stations are located in Guatemals and both projects obtained long-term PPAs
with EEGSA, a distribution utility in Guatemala. The terms of the two separate PPAs include EEGSA’s right to the full capacity of
the plants for 15 years, U.S. dollar based capacity payments, certain terms for providing foel, and certain other terms including the
mmmmmm%l«ﬁmUmmWWWWMﬁEGSAhm

of the variable interests in TCAE and CGESJ due to the terms of the PPAs, Accordingly, both entities were
demdﬁwduoﬂm.l 2004. mmmmmummdmomdwmsm
million of net assets from TECO Energy’s Consolidated Balance Sheet. The CGESJ deconsolidation resuited in the initial removal
of $65.5 million of debt and $106.6 million of net assets from TECO Energy's Consolidated Balance Sheet. The resuits of
operations for the two projects are classified as “Income from equity investments” on TECO Energy’s Consolidated Statements of
Income since the date of deconsolidation. At Dec. 31, 2009, TECO Energy’s estimated maximum loss exposure in these entities is
its equity investment of approximately $196.3 million.

Effective Jan. 1, mlmmmmmmammwmmwm
was in how to determine the primary beneficiary. Under the amended standard, the primary beneficiary is the enterprise that has
bnthl)mepowuwdimﬂnwﬁviﬁudnvmmumﬁgmﬂmnymmthemtyaewmmcpetfomwandz)the
obligation to absorb losses of the entity that could potentiaily be significant to the VIE or the right to receive benefits from the
entity that conld potentially be significant to the VIE. As a result of adopting this amendment, effective Jan. 1, 2010, the company
reconsolidated both TCAE and CGESJ.

The following table summarizes combined financial information for the TCAE and CGESJ projects:

—

REVENUES .. ..v v e veereenencenansonessoesssssonsnssesrsonsnsesnnensnssssnanssessenns $ 972 $1180 %1153
i 4 510 557

OpETating EXPENSES ... ... o.uieernrerneersranterontosrerssonsrascnnonssnersserssonnnnns 58. . N

N InCOMIE ... v iviiiiennnnirreetosenostsnvsossncsoonssnsnnsatoasssonsssonassosannse 325 49.6 474

OB BESEEE ... .vvvneennttivoscnaanoanecansssaosnnnevassosonanesesannnnesssnsannnesns 2193 2358

5. S 544 67.9

Pike Letcher Synfuel, LLC was established as part of the Apr. 1, 2003, sale of TECO Coal’s synthetic fuel production
facilities. While TECO Energy’s maximum loss exposure in this entity was its investment of approximately $8.2 million, the
mmmmmmmmmmmmmmhwmmmmm
such production created non-conventional fuel tax credits in excess of TECO Energy's or the other buyers’ capacity to generate
sufficient taxable income to use such credits or fuel tax credits were reduced or eliminated due to high oil prices. Management
believed that the company waas the primary beneficiary of this VIE and continued to consolidate the eatity under the guidance
through the expiration of synfuel production on Dec. 31, 2007.

Tampa Electric has entered into multiple PPAs with wholesale energy providers in Florida to ensare the ability to roeet
customer energy demand and to provide lower cost options in the meeting of this demand. These agroements are with similar
entities and contain similar provisions. They range in size from 121 to 370 MW of available capacity. Some of these provisions
provide for the transfer or sharing of 2 number of risks inherent in the generation of energy. Some of these risks include: operating
and maintenance; regulatory; credit; commodity/fuel; and energy market risk. In most instances, the company has reviewed these
risks and has determined that the owners of these entities have retained the majority of these risks over the expected life of the
underlying generating assets and are the primary beneficiaries. As a reault, the company is not required to consolidate any of these
enummeomymaadslos.smsnmxmmsxmvwwm»&mumwnx 31,
2009, 2008 and 2007, respectively.

In one instance the company's agreement with the entity for 370 MW of capacity was entered into prior to Dec. 31, 2003, the
effective date of these standards. Under the standards, the company is required to make an exhaustive effort to obtain sufficient
information to determine if this entity is a VIE and which holder of the variable interests is the primary beneficiary. The owners of
this entity are not willing to provids the information necessary to make these determinations, have no obligation to do so and the
information is not available publicly. As a result, the company is unable to determine if this entity is a VIE and if so, which
variable interest holder, if any, is the primary beneficiary. The company has no obligation to this entity beyond the purchase of
capacity; therefore, the maximum exposure for the company is the obligation to pay for such capacity under terms of the PPA at
rates that could be unfavorsble to the wholesale market. The company purchased $31.7 million, $71.6 million, and $54.5 million
under this PPA for the years ended Dec. 31, 2009, 2008 and 2007, respectively.

118

130




TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED: SEPTEMBER 3, 2010

TECO ENERGY, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continned)

The company does not provide any material financial or other support to any of the VIEs it is involved with, nor is the
company under any obligation to absorb losses associated with these VIEs. Other than the Guatemalan projects previously
mentioned, in the normal course of business, our involvement with the remaining VIEs does not affect our Consolidated Balance
Sheets, Statements of Income or Cash Flows.

20. Discontinued Operations and Assets Held for Sale

Union and Gila River Project Companies

Net income from discontinued operations in 2007 was $14.3 million, after-tax, reflecting a favorable conclusion reached in
the second quarter with taxing authorities for the 2008 disposition of the Union and Gila River merchant power plants.

21. Restructuring Charges

On Jul. 30, 2009, TECO Energy, Inc. announced organizational changes and a new senior executive team structure as part of
its response to industry changes, economic uncertainties and its commitment to maintain a lean and efficient organization. As a
second step in response to these factors, on Aug. 31, 2009, the company decided on a total reduction in force of 229 jobs. The
reduction in force was substantially completed by Dec. 31, 2009. In connection with this reduction in force, the company expects to
incur total costs of $26.5 million related to severance and other benefits. For the year ended Dec. 31, 2009, $25.7 million of these
costs were recognized on the Consolidated Condensed Statemeats of Income under “Restructuring Charges”. The corporation’s
wholly-owned subsidiary, Tampa Electric Company incurred approximately $23.1 million of such costs in the year ended Dec. 31,
2009. The total cash payments related to these actions are expected to be approximately $28.4 million, including $4.9 million for
the settlement of pension obligations (sce Note 5), paid during 2009 and early 2010.

Restructuring Charges to be Incurred

Termination
(millions) of Benefits  Other Costs _Tossl
Total costs expected tobeincurred .........ccoiiiiiiiiiiieiieniiiitiiiiiiiiieiiaiens $265 $06 $271
Currentperiod costsincumred .......ciiiiiiiiiiiiiiiiiiiiiis ittt ittt etitatananas (25.1) (0.6) 25.7
AdJUStIEnS .. .. ..ottt ittt ettt ettt ettt rateaasasans — — —
Total COSS TEMAINING . .. ..o vvttionstesincetoosoetostsocsassossasesssssonasaennnas $ 14 $— $ 14
Accrued Liability for Restructuring Charges

Termination
(millioms) of Benefis  Other Costs _Total
Beginning balance, Jul. 1, 2009 .. ....... ... iiiiiniiiiiiiiiciaatt ettt aaaaas $ — $— $ —
Costs incurred and charged LD EXPENSL ... ... oot iiiiiiieraeniennennnenscnssssassaanss 25.1 0.6 257
Costs pAIA/SEttIEd . . .. ..o iviiiiiiiiietttitttiioiesiatasetottattitttttenteennntne (22.0) (0.6) (22.6)
NOD-Cash eXPeBSe .........ciiiniiiieinittiniinneeroosresssonsonssstsonssssansansns (2.2) — 2.2)
AdJUBIMENLS . ... o ittt i i it ittt ettt ettt et tear e —_ —_ —
Ending balance, Dec. 31,2009 ... ... i .utiiiiiiiiii i tertarteaaraaraaaaeanaans $ 09 $— $ 09
Restructuring Charges by Segment
(milllons) Kisetric PGS Othar® Total
Total costs expected tobe inCUITEd . ... ociuiiiiiiiinrorriattisetesesnseacansacenns $184 $47 $40 $271
Current period costs incurred . ........ ..ttt ittt ittt ittt eentenennes (184) @.7) (26) @25.7
AdJuSUDEnLS . ... ..ttt i ittt e it e eaaaan — - — —
Total COStS TEMAIMING . ... ... civviiiiiiartoraeerenanasrosrassenenssseesesnannsnnes $ — $— 14 § 14

(1) Restructuring costs incurred at the pareat company.
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22. Accounting for Derivative Instruments and Hedging Activities
From time to time, TECO Energy and its affiliates enter into futures, forwards, swaps and option contracts for the following
purposes:
* To limit the exposure to price fluctuations for physical purchases and sales of natural gas in the course of normal
operations at Tampa Electric and PGS;
* To limit the exposure to interest rate fluctuations on debt securities at TECO Energy and its affiliates; and
* To limit the exposure to price fluctuations for physical purchases of fuel at TECO Coal.

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

mmmmmmwmowmammmwmvm
risk exposures, Daily and periodic reporting of positions and other relevant metrics are pesformed by a centralized risk
mmmywpwhmhmhdependmtdmopmﬁnxmpmiu

The company applies the accounting standards for derivative instruments and hedging activities. These standards require
companies to recognize derivatives as either assets or lisbilities 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 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 loss on the
related hedging instrument must be reclassified from OCI to camings based on its valne at the time of the instrument’s settlement.
For effective hedge transactions, the amount reclassified from OCI to earnings is offset in net income by the market change of the
amount paid or received on the underlying physicai transaction.

New accounting standards for disclosures became effective for financial statements issued for fiscal years and interim periods
beginning after Nov. 15, 2008. This new standard requires enhanced disclosures about a company's derivative activities and how
the related hedged items affect a company’s financial position, financial performance and cash flows. The new requirements
include quantitative disclosures about the company's fair value amounts of gains and losses associated with derivative instraments,
as well as disclosures about credit-risk-related contingent features in derivative agreements. The company adopted this new
standard effective Jan, 1, 2009,

The company applics the accounting standards for regulated operations to financial instruments used to hedge the purchase of
natural gas for its regulated companies. These standards, in accordance with the FPSC, permit the changes in fair value of natural
gas derivatives to be recorded as regulatory assets or liabilities to reflect the impact of hedging activities on the fuel recovery
clause. As a result, these changes are not recorded in OCI (see Note 3).

A company's physical contracts qualify for the normal purchase/normal sale (NPNS) exception to derivative accounting rules,
provided they meet certain criteria. Generally, NPNS applies if the company deems the counterparty creditworthy, if the
counterparty owns or controls resources within the proximity to allow for physical delivery of the commodity, if the company
intends to receive physical delivery and if the transaction is reasonable in relation to the company's business needs. As of Dec. 31,
2009, all of the company's phyzical contracts qualify for the NPNS exception.

The following table presents the derivatives that are designated as cash flow hedges at Dec. 31, 2009 and Dec. 31, 2008:

p R Dec. 31, Dec. 31,
(ilions) e e
Cummentassets ................. e taruetessetnarescarterenraterresttotrrasatasaatantrttavntoe $08 § —
Longtermassets .......... Chesaesenar et st et ettt et ittt en Ceeerrrsrrittennas 0.2 0.1
e S0
Ol AEBEES . ... .ttt ottt it et ta e e et a s e et s ateaa et as $10 $ 01
I— 4
s ) 0
Current HabilIes (1) | . ... . i iiiieriinsrrsotaeesnscanrarraresvoosossnvsonnenes teaeseesaanians $340 31418
P
Loag-term liabilities ............ Mrtheerarerraaaes Meettrassreaseans Maatesserseateesaracnnas 3. 194
0
Total lisbilities 7.6 $1
......... TGP < ) $161.2
T TRRIR—
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{1) Amounts presented ahove arc on & gross besis, with asset and liability positions nested by counterparty in sccordance with accounting standards for derivatives
and hedging. The Consolidated Condensed Balance Sheets reflect the company’s net positions reduced by posted collsteral of $9.7 million st Dec. 31, 2008,
permitind by these accounting stendards. As of Dec. 31, 2009, there was oo outstanding collsteral held or posted with counierparties.

The following table presents the derivative hedges of heating oil contracts at Dec. 31, 2009 and Dec. 31, 2008 to limit the
exposure to changes in the market price for diesel fuel:

— e — a—
CUITEOE BBBEIE ... . \.vovn v arucanacacacaccaosuancssassasasstonsescnscssancanaacanssnnnosnanen 5 $—
Longterm assets .......... P ee s ia e ae ettt re ke s ety 02 —
e A
ORI BSBBLS . .. \v.iviinvcnsnrersacsracanacsiasaascncrsacnenntrrensanan S eicaaeeeeeaatreananae $02 §$-—
— ——
Current Habilies ... .. . ittt iieiiaieseranesanrocsansrntesrrnnsneananacennnonavenanee $09 $S204
fiabilities —— 4
Long-term Habilities . ........iiuiiiiiiiiiiiiiiiiiiiiastroraseorstrontssssinssaseassssronnsnnaes X
— —
Total lisbilities 09 3260
Ol DI IS ... .. i ihiin it ittt et i e e aee s et an e a s aseseacanasaronnns . 1
T——— ——

The following table presents the derivative hedges of natural gas contracts at Dec. 31, 2009 and Dec, 31, 2008 to limit the
exposure to changes in market price for natural gas used to produce energy, natural gas purchased for resale to customers and
natural gas used as a component price for explosives purchased:

p ) Dec. 31, Dee. 31,
mistions 2008 2008
CULTONL AEBEIE .. ... vevueineeneeronnnansaenosoossesesessennssesacesesssssrsosnsesassanssssnses $08 § —
FODGACTIM BBBEIE . .. .iivnsvsiencisnnnsoasensseossssssacesssassonacassansatsnssssnaesonnnncnn — 0.1
e
oAl ABSOtS .. ... i it iiiiiiiiiiaitairrraraiaairarnnann Crarenenarrraan e errecanneeans $08 § 01

Current lisbilities 3
.............................. Casaassttesesnerrenasresnascenarcnanaseneansns. $331 $1204

liabilities 36
Long-term lisbilities .............. e teeabeeataenracarirsenrrartnnsatenserasstestttonns . 14.8
L . .
Total liabilities

.............................................................................. T $1382

The ending balance in accumulated other comprehensive income (AOCT) related to the cash flow hedges and previously
settled interest rate swaps at Dec. 31, 2009 is a net Joss of $7.3 million after tax and accumulated amortization. This compares to a
net loss of $25.1 million in AOC] after tax and accumulated amortization at Dec. 31, 2008.

m’l‘hcfollowingublemmchefairvﬂmmwmdmwmmmummum.m,
2009:

Derivatives Designated As Hedging Instruments

Asmset Dertvatives Lishility Derivatives
(millionx) Balence Shewt Feair Balance Shest Fair
ot Dec. 31, 2009 Veine Location Vaine
Commodity Contracts:
Heating oil derivatives:
CUITEBt .. .vvvvniriirsnersnrstnnensanonans fraraaeiens .. Derivative assets $— Derivative lisbilitics $ 09
Longaemm .. .c.oviiiiviiniinriervacnnonannnss eeesrennn Derivative assets 02 Derivative lisbilities —
Natural gas derivatives.

.............................................. Derivative assets 0.8 Derivative liabilities 331
LOBEOIT .. iunriirnnuvnrnsonnnssantosssararsasercsns Derivative assets —  Derivative liabilities 3.6
Total derivatives designated as hedging instruments ........... $10 $37.6

— SR,
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The following table presents the effect of energy related derivatives on the fuel recovery clause mechanism in the
Consolidated Condensed Balance Sheet as of Dec. 31, 2009:

(millions) Balance Shost Falr Balance Shost Falr

at Dee. 31, 2009 Location Valse Locatien (¥ Velne

Commodity Contracts:

Natural gas derivatives:

CUITEDE ....oiieiiinaineenosneanncansanncsanrenncsnnns Regulatory lisbilities $0.8 Regulatory assets $33.1

Lomg-term ......iiiiiiiiiiiiianietienetarassarannnanns Regulatory lisbilities —  Regulatory assets 3.6

X7 $08 $36.
— 4

(1) Natural gas derivatives are defeered, in accordance with accounting standards for regulated operations and all increases and decreases in the cost of natural ges

supply sre passed on to customers with the fuel recovery clause mechanism. As gains and losses are realized in future periods, they will be recorded as fuel
costs in the Consolidated Condensed Statements of Income.

Based on the fair value of the instruments at Dec. 31, 2009, net pretax losses of $32.3 million are expected to be reclassified
from regulatory assets or liabilities to the Consolidated Condensed Statements of Income within the next twelve months.
The following table presents the effect of hedging instruments on OCI and income for the years ended Dec. 31:
Ameunt of
Gain/Lom)
Amount of Gala/ Reciamified
(Loss) on Location of Gain/XLom) From
Derivatives Reclassified From AOCl Inte
(millions) M AOCI Inte Incemse Incemse
Derivatives in Cash Flow Hedging Relationships Effective Portien® Effective Portion)
2009
Interest rate comIracES: ..........cccoieeeveenoerneronioncscassannes $ 03 Interest expense $ 20
Commodity contracts.
Heating oil derivatives ...........ccoiieviiiiiniiiiiiiiectecnnnanns 28 Mining related costs (13.3)
17 $ 25 $(15.3)
SR ]
2008
Interest rate COMITACES: ... .......coiiiiieenreanrosonssnsannaanenan $ 39 Interest expense $ (1.0
Commodity comtracts:
Heating oll derivatives ............cc0eiieiiincisnarsencarcenonnas (12.9) Mining related costs 4.1
17 $(15.8) $ 31
L] L]
2007
Interest rate cOMITGCLS: ... ...ccoviiiiiiioirsecotrvertanesesnncnnas $ (649) Interest expense $ —
Commodity contracts:
Heating oil derivatives ..........cccviiiiiiiiieiiinennienacennaces 4.1 Mining related costs 4.0
L $ 23 $ 40
(1) Changes in OCI and AOCI are repocted in after-tax dolflars.
For derivative instruments that meet cash flow hedge criteria, the effective portion of the gain or loss on the derivative is

reported as a component of OCI and reclassified into earnings in the same period or period during which the hedged transaction
affects earnings. Gains and losses on the derivatives representing cither hedge ineffectiveness or hedge components excluded from
the assessment of effectiveness are recognized in current eamings. For the years ended Dec. 31, 2009, 2008 and 2007, all hedges
were effective.
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The following table presents the derivative activity for instruments classified as qualifying cash flow hedges for the years
cnded Dec. 31:
Amvsnt of Gdll(la:)
. Gaia/lom) Reclassified
Fair Value Frem AQCI
(millions) AmetALishility) in Inte Income
2009
INIEIESE TALE SWAPS .. ... ..oivtnianenteneereneansssssssorsnenransatasssasssos s — $©03) $ 20)
Heating ol derivatives ............cciiiiiiiiiiiiiniiiinntieenttennecennacans 0.7) 2.8 (13.3)
L $==(0=7) iﬂ}i i(ég)
2008
INEr St TBIE SWAPS . . o oot vveureenrnsrassennsnssteciotssssorassascacssnanss $ — $ (39 $ (1.0)
Heating ol derivatives ...........c.iiiiiiiiiiiiiiieeiinteieieieenecanneens (26.3) (12.4) 4.1
ORI ...iintiiiiiiiinntesiietneetanieatatactaetaatinorasterasntannans S(=2-§i) i!s=.8) g
2007
INtETESE FALE SWRPS . .. ... oeueenernrenntanccsnncanresncesnsessasennacsnssns $ 32 $ 649 $ —
Heating oil derivatives .......... ... iiiiiiiiiiiiiiiiiiiiiiiiiiiiieieinenns —_ 4.1 4.0
1 ;_8;3) S=(££) $=2

(1) Changes in OCI and AOCI are reported in after-tax doilars.

The maximum length of time over which the company is hedging its exposure to the variability in future cash flows extends to
Dec. 31, 2011 for both financial natural gas and financial heating oil fuel contracts. The following table presents by commodity
type the company's derivative volumes that, as of Dec. 31, 2009, are expected to settle during the 2010 and 2011 fiscal years:

Hesting OB Contracts Naturel Ges Contracts

(willions) (Gallons) (MMBTUs)
Year Physiesl Flaancial Physical Fisascial
1 ) {1 PN Creeiraseees — 924 — 376
21 ) - 45 - 84
U7 — 139 — 46.0
E | ] E | =
The company is exposed to credit risk primarily through entering into derivative instruments with counterparties to limit its

exposure to the commodity price fluctuations associated with diesel fuel and natural gas. Credit risk is the potential loss resulting
from a counterparty’s nonperformance under an agreement. The company manages credit risk with policies and procedures for,
among other things, counterparty analysis, exposure measurement, and exposure monitoring and mitigation.

It is possible that volstility in commeodity prices could cause the company to have material credit risk exposures with one or
more counterparties. If such counterparties fail to perform their obligations under one or more agreements, the company could
suffer a material financial loss. However, as of Dec. 31, 2009, substantially all of the counterparties with transaction amounts
outstanding in the company's energy portfolio are rated investment grade by the major rating agencies. The company assesses
credit risk internally for counterparties that are not rated.

The company has eatered into commodity master amangements with its counterparties to mitigate credit exposure to those
counterparties. The company generally enters into the following master arrangements: (1) Edison Electric Institute agreements
(EED—standardized power sales contracts in the electric industry; (2) International Swaps and Derivatives Association agreements
(ISDA)—standardized financial gas and electric contracts; and (3) North American Energy Standards Board agreements
(NAESB)—standardized physical gas contracts. The company belicves that entering into such agreements reduces the risk from
default by creating contractual rights relating to creditworthiness, collateral and termination.

The company has implemented procedures to monitor the creditworthiness of our counterparties and to consider nonperformance
in valuing counterparty positions. The company monitors counterparties’ credit standing, including those that are experiencing
financial problems, have significant swings in credit default swap rates, have credit rating changes by extemnal rating agencies, or have
changes in ownership. Net liability positions are generally not adjusted as the company uses derivative transactions as hedges and has
the ability and intent to perform under each of these contracts. In the instance of net asset positions, the company considers general
market conditions and the observable financial health and outlook of specific countesparties, forward looking data such as credit
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135




TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED: SEPTEMBER 3, 2010

TECO ENERGY, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS~-{Continued)

defanlt swaps, when available, end historical default probebilities from credit rating agencies in evaluating the potential impact of
nonperformance risk to desivative positions. As of Dec. 31, 2009, substantially all positions with counterparties are net liabilities.

Certain TECO Energy derivative instruments contain provisions that require the company’s debt, or in the case of derivative
instruments where Tampa Electric Company is the counterparty, Tampa Electric Company’s debt, to maintain an investment grade
credit rating from any or all of the major credit rating agencies. If debt ratings, including Tampa Electric Company's, were to fall
below investment grade, it could trigger these provisions, and the counterparties to the derivative instruments could request
immediate payment or demand immediate and ongoing full overnight collateralization on derivative instruments in net liability
positions, The company has no other contingent risk festares associated with any derivative instruments.

The table below presents the fair value of the overail contractual contingent lisbility positions for the company’s derivative
activity at Dec 31, 2009:

Contingent Features

(millionz)

At Dee. 31, 2009 Cﬂ-ﬂ
Credit Rating .........oo0vvvnnvernnniannns e trerraraeresraeenannnns $(36.7)

(1) Amount excludes $0.1 million of asset positions.

23, Fair Valoe Messurements
Determination of Fair Value

The company measures fair value using the procedures set forth below for all assets and liabilities measured at fair value that
were provioualy carried at fair value pursuant to other accounting guidelines.

When available, the company uses quoted market prices on assets and lisbilities traded on an exchange to determine fair value
and classifies such items as Level 1. In some cases where a market exchange price is available, but the assets and liabilities ars
traded in a secondary market, the company makes use of acceptable practical expedients to calculate fair value, and classifies such
items as Level 2.

If observable transactions and other market data are not available, fair value is based upon internally developed models that
use, when available, current market-based or independently-sourced market parameters such as interest rates, currency rates of
option volatilities. Items valued using internally generated models are classified according to the lowest level input or value driver
that is most significant to the valuation. Thus, an item may be classified as Level 3 even though there may be significant inputs that
are readily observable.

Items Measured at Fair Value on s Recurring Basls

The following table sets forth by level within the fair value hierarchy the company’s financial assets and lisbilities that were
accounted for at fair value on a recurring basis as of Dec. 31, 2009, As required by accounting standards for fair value
measurements, financial assets and liabilities are classified in their entirety based on the lowest level of input that is significant to
the fair value measurement. The company's assesament of the significance of a particular input to the fair value measurement
requires judgment, and may affect the valuation of fair value assets and liabilities and their placement within the fair value
hierarchy levels. For natural gas and heating oil swaps, the market approach was used in determining fair value. For other
investments, the income approach was used.

Recurring Fair Value Measures
At fuir value a3 of Dec. 31, 2009
{miltions) Levell Lavel2 Lavel3 Tossl
Assets
INSUFRL GBS SWEPSE . . ... oe v oreiseuiinsernneensossnsnsaseastosesntesasarsssnnns $—- $08 $— S$08
Heating ol sWaPS . ... ... .. niiiiiiiniiiiiiiiiiiieriiscanssresssssrnsntnnnes — 02 — 0.2
B (- e iterrenareeisietianesiran $- $10 $— $10
———— ] S ——
Liabilities ‘
INatura) GRS SWAPE .. ... ooouvnnrnrsriuensorncsssssscarsssesosenssssasrevonas e $—  $367 $— 3367
Heating Ol SWBPE ... ... .coiniiiiinniiaiiiniiinirairensnsnssennnonereosasnons — 09 0.9
Total ....... Crasaereesenraranbnaniinns Ceerrtseraens Cerreiiaran e $— 8376 $— $316
——— b —— —
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Natural gas and heating oil swaps are over-the-counter swap instruments. The primary pricing inputs in determining the fair
value of these swaps are the New York Mercantile Exchange (NYMEX) quoted closing prices of exchange-traded instruments,
These prices are applied to the notional amounts of active positions to determine the reported fair value.

The primary pricing inpits in determining the fair value of interest rate swaps are LIBOR swap rates as reported by
Bloomberg. For each instrument, the projected forward swap rate is used to determine the stream of cash flows over the life of the
contract. The cash flows are then discounted vsing a spot discount rate to determine the fair valve. A $1.3 million lisbility,
primarily in interest rate swaps, is held on the books of unconsolidated affiliates of TECO Guatemala, but is reflected in
“Investment in unconsolidated affilistes™ on the TECO Energy, Inc. Consolidated Condensed Balance Sheets.

The table below details the change in value and eventual sale of anction rate securities backed by pools of student loans. These
securities were recorded in the “Other investments” line of the Consolidated Condensed Balance Sheets. As a result of auction
failures and the lack of an alternative active market, the valuation technique for this security was an income approach using a
discounted cash flow model and was considered Level 3 within the three tier fair value hierarchy. The model assumed a
continuation of failed auctions and interest payments at the defavit rate. Cash flows were discounted at a rate approximating
current market spreads for similar securities.

Bmdm&mmdﬁmmonﬁmmafammwmwmﬂfaiuw the company
no longer expected to hold the securities indefinitely to recover the original value. Accordingly, the impairment was deemed other-
than-tempocary and recognized in “Other income™ on the Consolidated Condensed Statement of Income for the year ended Dec.

31, 2009.

During the second quarter of 2009, one of the two securities was sold for the remaining fair value of $7.3 million. During the
third quarter of 2009, the second security was sold for its remaining fair value of $2.5 million.

Assets Measured st Falr Value on & Recurring Basis Using Uncbservable Inputs (Level 3)

=
Balance st Dec. 31,2008 . .........ccinviinns et ettt ANt teaaaneaeatateencatenttonranstanntinn . $133
TransferstoLevel 3 ... .o iiiiiiiiiiiiiiinieranannns i eesreessitarenana eeseeretitaeeteneacrianas —_
Chmgehfwmukuvdmmcludedinmmgs ....... beaarrienaes Crheresesasecitasianvaes Carasesas “.1)
2
Balance st Mar. 3], 2000 . ... .ottt it iiertatratarseasasrttatrcnransatenteattranatararreasataen $92
TmsfetatoLeveU be b amssererertaasesttantann Ceetettarrentettat i attena vttt artraoteranarnntne —
ir market val in —
m .......................................................
........... .3
Bdmeulun.w,m... ...... Rbeetresavsantrersaeinns eeratessersaes S eeasasieertteeseranranassn $19
———
TransferstoLevel 3 ................ et aeesasateeinesasiscrarrasternssannas Creteccraseriariasenens —
in fair market value 0.6
Change in valus ... ciiiiie e N
B 4 g 5
Included I eaIMINES . ... ....0vtuiinieiintiniiereenstissiotesnssoancssantacsonseassserssasessnsons —
iy
Balance at Sep. 30, 2000 . . ... .0ttt i sttt s e taerreaa e aentaa b arasraaaeees $ -
e - R R 7T —
Chmgcmfmmtkﬁnlne ........................................................................ —
ooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo —
:
in eamin _—
..............................................................................
———
Balance M DeC. 31, 2000 .. . ... iitiii ittt ettt et reat et atatrotet i nr antaarta0taoenrrnnns $—
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24. TECO Finance, Inc.

TECO Finance, Inc. (TECO Finance) is a wholly-owned subsidiary of TECO Energy, Inc. TECO Finance's sole purpose is to
raise capital for TECO Energy's diversified businesses. TECO Energy is a full and unconditional guarantor of TECO Finance's
securities (sce Note 7). TECO Finance meets the definition of a significant subsidiary by virtue of its total assets exceeding 10% of
the total assets of TECO Energy, Inc. consolidated as of Dec. 31, 2009. As required by Regulation S-X, condensed financial data
for TECO Finance is presented below:

Dee. 31, Dec 31,
3 0 008
LT ceees 801 8 —
i 662.5 7
AdVEDNCES-INIBICOMPANY .+ vt vvsrreenanrosennsonnssosestsanrsaseessenssntscarsnarsseseesassnae 69.7
-
Total COrTENt BEIEEE ... ........c.cicvuuvriussevosnnnnnrasnsosssoorsssatencnaseosnasssen 6626 7697
Deferred tAX BBIEt .. ... ..ciiuistrerenreressaressorsrssrssnnssresssassssaserasrssssssnnensens 368 18.6
" 1.6
Unamortizod debt EXPENSE ... . ..voviiinteoronnarsnnarranrssesnssansatssnsscnassarsassnssanns 21, 25.3
Totsl non-currentassets ............ he i aaarseeerer ettt ettteatttttte bt etartorarasna 584 439
—_—
TObAl MBS .. ........c0v0tneeotaecanitetetataeanattataaaecaiotetterenvaasetrranenneensarnn $7210 $8136
IR S
Notespayable ............covvne e e e eseeaseseerrar e ettt e es e aarnn $ — $ 640
IntereSt pRYADIE ... ... ... it i i i ettt ettt ae st 10.3 9.9
Total carrentiisbilitles ...................... Cevreranrasiaes Mteeraaresstancecesatisasan 103 739
Long-termdebt ......... M s rsareesesenseerrteraararareraantrensnrina Crereasiatiiesieernnena 900.1 9003
—
Total HabIIIes ....... ...ttt iiiatatea ittt vttt ety 9104 9742
id i i 0. 0.1
Common stock and paid in capital ...... Caereaseanerrrariens teceserenanya Sesreerinecnns Cevenae 1
i 189. 160.
Retaineddeficl ........ocvviiiiiiiinnnnennnonssnnannns W eeestrsesnetrtraetirettetatenannane _(189.5) (160.7
Totalcapital ................0c00uvn Gt e enenanattiaenanteesittnserareerrerretronenrnne (189.4) (160. 6)
Totnl HabRitles and eapltal . ... . ... i i ittt $721.0 $8136
CRNENETTIR RIS
REVEDUEE .........cccvivvenernnnncrotonnnsonnnenns b aseeeeresaseteratteareeetrrrarons $— 5= $—
INtETCSt EXPENSL .. . v vcevnnsnrnronrrrsnanoronns e b e NN N ebetacanneratea e rar e 469 437 22
Losshefore beneflt from Income tREEE ... ........inivneiinnrorerseansossesenreosnnensseas 469 “Wn 2
Income tax BeDefIt . ... ... .. iiii ittt i i e ettt e et ar s (18.2) (168) (0.8)
N OB . .. ... iiiiiiieinniirestanscanansosasarenossnessasesnoarecsantasasncssonnns . $(28.7) $(26.9) $(14)
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TECO Flnance, Inc.
Condensed Statements of Cash Flows
(millions)
Eor the yours ended Dec. 31, - e 2008 207
Cash flows from operating activities
NELIOBE . ..o iviiin s cvatennrsosnesssasnssossssecsnsnacsosnncasasssnnssassennann $(28.7) $(26.9) $(14)
Mmmmwmmmsmwmhﬁomopemmgm
.................................. teesasrasassassacaesaaseenneses  (182) (168) (0.8)
Imeteatpcynbb ................................................................ 03 81 18
DT SIS . . ..o itiiiieniiiiea i et i st easaeeaatatasetasaaartens 37 37 an
Other liabilities . .. ....oiniini ittt ittt it sttt 02 ©2 —
Cash flows used in operating activities ..... e et aae s a ety {43.1) (2.1 @D
Cash flows from financing activities
AGVEICES .. ... .iitiiieiiiiineinatinataatiaeasaranassessonscannssnsanncarscannss 1072 (321 22
Short-term debE O MOIES . .« ..ot iitrinirnectaorasnsusrcassrssesnasnncacsarassncsane (640) 640
Cash flows provided by financing activities ..........cooiiivivnienissiniannnececanas 432 319 22
Netincrease (decrease)incash .........cviviiinnniriaaninnnns Ceaaene Cerrrecrsennenaes 0.1 ©02) 0.1
Cashatthe beginning Of the Yoar . .. ... . ii ittt rioeanrerarennanncannns o 02 ol
Cash ot end Of the YA .. ... iiuiitiineneneeaioroncaasnnarsssosasssnrsersssssanencons . $ 01 $— 802
Smm—— Aa—
25. Quarterly Data (unsudited)
Financial data by quarter Is as follows:
(milflons, share amennts
(g-wwﬂ" ) Dec.31 Sep. 36 Jan 36 Mar. 31
2009
REVEDULS ......covvvvvnnvnnsans e teeeeatets it reatett ettt v itannaaaas $7650 $896.3 38252 $824.0
Income from operations ............v...ns S veees $1194 $1350 31231 § 827
Netincome ............ cvaees P Creeeeniieana, $535 $648 $ 609 § 7
Eamings pershare (EPS)—basic .. ...... ..o iiiiiiarconaciarianenacens $025 $030 $029 $0.16
Earnings per share (BEPS)—diluted ...........ccoiiiiiiiiininianiisnenanss $025 $030 $029 $0.16
Dividends paid percommon Shar® .. .. ..ooiiiiiiininiieiitiiiiriirssriisnenss $020 $020 $020 $ 020
Stock price per common share ()
2 17 O e taeeshastaatserrs s Crenenees $16.71 $1464 $1241 $1297
$1345 $11.16 $1028 § 841
L0017 Berasexaasirenstennns $1622 $14,08 $1193 $1L1S
Quarter ended Dec3l Sep38 Jan30 Mar 3l
2008
Revenues ............ b e a e iaa e et e et aranea e e et e rerees $7703 $926.1 $887.2 $791.7
Income from operations . ........cvoeeneiinerecasncensrcoraas Cererreennaanen $ 885 $1165 $1024 $ 716
N ECOMIE .. oo vvieeeeennonoesaroaanacsonssasnseasnssnsnssnscssassnnnnane $ 220 $582 $514 $308
Eamnings per share (EPS)—basic .. ....ccoiiiiiianinnnanas Cheeriaeeanans $010 $028 $024 $0.15
Eamings pershare (BPSy—diluted . .........oiciiiiiiiinriinrnnnanenas .. $010 $027 $024 $0.15
Dividends paid per common Shars . . ... .. cviiiiiiaiiiiiiii et reease $020 $020 $ 020 $0.195
Stock price per common share (1
High ....ooioiievinnninnnn Creeerraerreraaaa, Creeeirecnes . $16.05 $21.80 $21.99 $17.75
Low ...ooiiiiiiiannannns N e eteseereeteaiecrarareretrcnns $10.50 $15.36 $15.97 $14.48
01T $1235 $15.73 32149 81595
(1) Trading prices for common shares
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TECO ENERGY, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

26. Subsequent Events

The company has evaluated all events subsequent to the balance sheet date of Dec. 31, 2009 through the date of filing,
Feb. 26, 2010.

Tampa Electric Company Accounts Receivable Facility

On Feb. 19, 2010, Tampa Electric Company and TEC Receivables Corp. (TRC), a wholly-owned subsidiary of Tampa
Electric Company, amended their $150 million accounts receivable collateralized borrowing facility, entering into Amendment
No. 8 to the Loan and Servicing Agreement with certain lenders named therein and Citicorp North America, Inc. as Program
Agent. The amendment (i) extends the maturity date to Feb. 18, 2011, (ii) provides that TRC will continue to pay program and
liquidity fees, which, pursuant to the amendment, will total 100 basis points, (iii) provides that the interest rates on the borrowings
will be based on prevailing asset-backed commercial paper rates, uniess such rates are not available from conduit lenders, in which
case the rates will be at an interest rate equal to, at Tampa Electric Company’s option, either Citibank’s prime rate (or the federal
funds rate plus 50 basis points, if higher) or a rate based on the London interbank offer rate (if available) plus a margin and
(iv) makes other technical changes.

TECO Energy, Inc. and TECO Finance, Inc. Tender Offers

On Feb. 22, 2010 TECO Energy and TECO Finance announced tender offers for up to $300.0 million of four series of notes
maturing in 2011 and 2012. The purpose of the tender offers is to manage TECO Energy and TECO Finance debt maturities by
retiring the tendered notes and issuing replacement debt with longer maturities.

Neither TECO Energy nor TECO Finance will be obligated to accept for purchase, and pay for, validly tendered notes
pursuant to any of the tender offers if we have not closed on, and received anticipated proceeds from, a registered offering of notes
to be issued by TECO Finance and guaranteed by TECO Energy. We intend to use the proceeds from the closing of the offering to
retire TECO Energy’s floating rate notes due 2010 at maturity and to purchase tendered notes.
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TAMPA ELECTRIC COMPANY
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
Page No.
Report of Independent Registered Certified Public Accounting Firm ...........coiiiiiniiiiiiiniiinnnss,s 130
Consolidated Balance Sheets, Dec. 31,2009 a0d 2008 ... .. ... .o.uiriinnieraroctassscocnnsnssssovarannnss 131-132
Congolidated Statements of Income and Comprehensive Income for the years ended Dec. 31, 2009, 2008 and 2007 ... .. 133
Consolidated Statements of Cash Flows for the years ended Dec. 31,2009,2008 and 2007 ........c.cvivvnnvinneens 134
Consolidated Statements of Retained Eamings for the years ended Dec. 31,2009,2008and 2007 .............. ... 135
Consolidated Statements of Capitalization, Dec. 31,2009and 2008 . .............ciiiinieiiniiiiiiersnnsnnes 135-137
Notes to Consolidated Financial StEEMENtS ... ........oiiimiiitiniiaiiaraariasnrraotossssrrsessosnassnas 138-164
Management’s Report on Internal Control Over Financial Reporting .. .......ooiiiviiiiiiinieeeniranerossncans 166
Financial Statement Schedule [k Valuation and Qualifying Accoumnts and Reserves for the years ended Dec. 31, 2009,
2008 and 2007 .. ..ooii i S e e et s aearaeteaaereeteattatttatertetetanctttenratanernnas 176
S T IUIES ...\ v nicnenicnencrsasceoasorasaoscsassssessantsonetsasensnsrsesasnesesetrsorrasasnarane 178
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 Independent Registered Certified Public Accounting Firm
To the Board of Directors and Shareholders of Tampa Electric Company:

In our opinion, the consolidated financial statements listed in the accompanying index present fairly, in all material respects, the
financial position of Tampa Electric Company and its subsidiaries (the Company) st December 31, 2009 and 2008, and the results
of their operations and their cash flows for each of the three years in the period ended December 31, 2009 in conformity with
accounting principles generally accepted in the United States of America. In addition, in our opinion, the financial statement
schedule listed in the accompanying index presents fairly, in all material respects, the information set forth therein when read in
conjunction with the related consolidated financial statements. Also in our opinion, the Company maintained, in all material

effective intemal control over financial reporting as of December 31, 2009, based on criteria established in Internal
Control - Integrated Framework issoed by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). The
Company's management is respoasible for these financial statements and financial statement schedules, for maintaining effective
internal control over financial reporting and for its assessment of the effectiveness of internal control over financial reporting,
included in the accompanying Management's Report on Internal Control Over Financial Reporting. Our respoasibility is to express
@Mw@MMm&MWMMmMWY:WMmW

based on our integrated andits. We conducted our audits in accordance with the standards of the Public Company
Accounting Oversight Board (United States). Those standards require that we plan and perform the andits to obtain reasonable

assurance sbout whether the financial statements are free of material misstatement and whether effective internal coatrol over
financisl reporting was maintained in all material respects. Our audits of the financial statements incloded examining, on a tost
basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and
significant estimates made by management, and evaluating the overall financial statement presentation. Our audit of intemnal
control over financial reporting included obtaining an understanding of internal control over financial reporting, assessing the risk
that s material weakness exists, and testing and evalusting the design and operating effectiveness of internal control based on the
assessed risk. Our audits also incleded performing such other procedures as we considered necessary in the circumstances. We
believe that our audits provide a reasonable basis for our opinions.

AmmyshMMmManmmmmmbwwmc

(i)mmhmnmmdmds%mm&b%mmﬂymmmdnmmmd
thmof&emnm(ﬁ)pwﬂemﬁbw&nhmﬁmmm&dnmywpﬁmhmwof
financial statements in accordance with Mwmmmmmwmmmof&
company are being made only in accordance with authorizations of management and directors of the company; and (iii) provide
reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s
assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatemnents. Also,
projections of any evaiuation of effectiveness to future periods are subject to the risk that controls may become inadequate because
of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate,

{3/ PricewaterhouseCoopers LLP

Tampa, Florida
February 25, 2010
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TAMPA ELECTRIC COMPANY
Consolidated Balance Sheets

Assets

{milllons)

Property, plant and equipment

Uulityphmmm
e rereartaterentnanns Chrtreteeeiiieans e tttertaareriinrastcarsrancarcoes 360659 $55149

Gas ..... Crr e aataseaiarr it Ceriereaacsearetiennaen verseeenses 10172 964.4
Cnnsmcumwkinpmpeu ...... Cereenenen Chieerseaseanas e reaesareisaeaaraenns ‘e 303.0 462.4

Proputy,plmmdeqmpmem,uorigim!eom ..... Crereeiaeees Civseeasssarasensannevanaas 13861 69417
Accumulated depreciation .. ......... ...l etteseseeenaners Cetreciaienen cerenae (1,9881) (1,868.5)

53980 50732
O PIOPRITY .. oieivetiinreeanrnecenscccctsoassenannnns R 4.4 4.5

Total property, plant and equipment (net) . . ... ...l cererecsaneass 54024 50717
Current aasets

Cash and cash equivalents . .............. ereeeeaas 55 36

Rmmmmfmmmofslsubec.n 2009and 2008, ..........00ann 2286 236.1

fereieaeenes Cerereeanraiieneaas 858 76.8

R R R R IR N I S I

Mamlsmdmpplia ............................... 558 61.8
Current regulabory B8SELS . ..o .oivuirivinarisiitaroanasssatirsranaanns 109.2 2726
C derivati 0.8 —

urrent REVE AS8EIS ... .iiveiniariisratnotetneanas Cersesraaneaens .

T: ivable 168 02
‘axes recei it etatsaesteniaeataanastsesistacttstnetineaas
Prepayments and other current assets ................ Ceressesscresraenn fererraens 120 14.1

Total currens assets ........ eraaesas Ceetreerasarascasnaseanas 5145 665.2

Unamortized debt expense .............. feereeriennan, S 20.1 23
Long-term regulatory B8S6tS . ......vvvieriiiniinisaisnsan Cresearretsiaaennn 3356 3253

N
Long-term derivative assets ............. Chesiesiracaans Crreerranaaas — 0.1
Other ... ..cvviiiiiinninnninanns Cerneaneas N iresan 1.2 18.0

Total deferred debits .. ... feeeeseeateaeas 3569 365.7
Total MemeIE . ... ... .ii it iiiiii ittt iarearan Cevesvisaresasarrresvensrenensccanse 362738 $6,1086
AT  STTUEITTEEEEEEY

The accompanying notes are an integral part of the consolidated financial statements.
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TAMPA ELECTRIC COMPANY
Consolidated Balance Sheets—Continued

Dee. 31, Dec. 31,
2089 2008

Accumulated other comprebensive loss . . ... (6.1) (6.8)
. . 5
Retainedeamings ................ Cerreeerrians Cererreerneanaas Cereeaneas 307 2950
Total capi 103.8 090.6
capital .............. et arasiienias Chesereearenas Ceeveriereaees P 28 | X 2,

Long-term debt, less amount due within one year ..... Cherarsaeens Ceireresreeaaaias ciseeesss 19944 18948
Total capitalization . ............. Cerevieaeaaas R Cereerrerresisaaeneararene.. 40982 39854

Current liabilitles

Long-term debt due within one year ....... Cerereeasereaea Ceesaerars ettt erans . 37 55
Notes payable ............. Creeeranseaaan Crierrraraeeenns rarsereeeas Cearesseranaans 550 29.0
206.1 2625

4 21.7
Current regulatory lishilities ........ Cireseas ereans Cersasasesnannn hesreanaans 85. 1.
C ivative liabilities 33.1 1194
urrent derivative liabilities .......... erarrannanes s maseneeaan etararsarenaas cesrenes . 9.
Current deferred income taxes ........ Seeeitrreanaeenans Ceaaeresenana 159 366
Interestaceroed . .......ccoiivinnnansans fheeecaeeaneane Chrertasanens 227 211

Taxesaccroed ............ fevetteaseennene heenaaans ea v terriaresernrenatetirtceranrne 12.1 20.1
165 11.2

S\
N
Total current lisbilities . .. .. fheermemttietsreartananaans O 606.7 671.7

.
Non-current deferred incometaxes .. ........cconvvenn. Cethetesesiraaann 5438 4476
"
Investmenttaxcredits ............0000 Cerereeenans rteerranerterean 108 112
Long-term derivative liabilities ........... Cirensraseiiaes Crerreeriar e fevesenees . 36 14.8
Long-tumregulmyhnbﬂnwa ......... . O . 602.6 588.2

..... R R R e N e I A A S N AP

The accompanying notes are an integral part of the consolidated financial statements,
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TAMPA ELECTRIC COMPANY

Consolidated Statements of Income and Comprehensive Income

(millions)
For the years ended Dec. 31,

Revenues
Electric (includes franchise fees and gross receipts taxes of $92.2 in 2009, $85.0 in 2008 and

SBTAIN2007) .. eevereneenennnennnneseeeareesesoaseereesnnannaeenneeens
Gas (includes franchise fees and gross receipts taxes of $23.5 in 2009, $24.2m2008md

$238in2007) ........ Creasriessesetataiinenes Cheshiesiranrernas Cerereraes

..........................................................

...................................................................

........................................................

---------------------------------------------------------------

----------------------------------------------------------

Other income

..............................................

.....................................................

-----------------------------

Other comprehensive loss, net of tax
Net wnwealized gains (losses) oncash flowhedges ................. ereerreareratans

o
Other comprehensive income (loss), net of tax
Comprehensive Ineome .............c.coiiiiiiiiiniirieiinnnnrersrsicans Cereeranes

.................................

TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED: SEPTEMBER 3, 2010

2009 2008 2007
52,1943 520912 $2,188.4
4556 _ 6819 _ 599.1
26499 2719.1 27815
9099  B194 9479
1776 3054 2119
2427 4766 3899
83 M3 2798
1289 1214 1139
2446 2215 2187
231 - -
1109 978 9938
1797 1712 _ 1746
23357 2496 24963
3142 _ 2825 2910
93 63 43
©8 (4 0D
43 80 _ 122
128 __129 _ 150
1282 1245 1183
112 106 126
@5 __ @4 __an
1349 1327 _ 1292
1921 1627 _ 1768
b R
07 _ (8 _ (50
07 _ (8 _ (50

$ 1928 $ 1609 $ 1718
L

The accompanying notes arc an integral part of the consolidated financial statements,
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TAMPA ELECTRIC COMPANY
Conselidated Statements of Cash Flows
(miltions)
For the yoars ended Dec. 11, 2009 2008 2007
Cash flows from operating activities
NOt OO ...t inieaanrenrnrnesatsssscansrssssassonsarssssssnnnsnsnsnssrsas $1921 $162.7 $1768
Adjustments to reconcile net income to net cash from operating activities:
IOM .. .. iiiiiieiiaiiiarteiana et aaata e aaat e e ararenan 2446 2215 2187
Deferred iNCOME tAXES ......oiiiiirreieaiarscrroreartssasssassesconnseannns . 73.2 758 (45.6)
Investment tax credits, BB . ... .....cviutiiniarnrsarenerataaaerarerensaonnners 0.4) 09) 2.5
Allowance for funds used during COBBIIUCHON ... .ovvvinriiininieinintiiisercannas 9.3) 6.3) (4.5)
Gain on sale of bUSINeSS/ASIELS, PIIAX .. .. vnveviinrinrenesusotsssnaserassnrases (0.6) 04) 0.4
Deferred recovery clanse . ..........ccuvitiiinsenrcaratescrranssscensonssance 1366 (1158) 1237
Receivables, less allowance foruncollectibles . ..........coviiiiiiiiiiiiniiiinnns. 75 27 39
Inventories ........ reseraeanaas fetrsecsiarseareans Ceetesartreraatenansatans (3.0) (144 9.2)
PrOPRYITIEOLS ... o0 vuuetnnrssnrnnessncvaisnssossesosenssnssssonsersnsnnons 21 2.5 0.3)
Taxes ACCrued ... ..o.uvtit ittt ier ittt et rei e, (24.6) 6.0 9.5
Interest AOCTUBO . ... vv i iinitnronantosacssnasesosaseanessonssersresosannnssn 06 36 a.n
Accoumts payabIe .. ......iiiiitiiiiiataiiteitieriiettiiirstanrrenseresonnen (41.3) 70 (20.1)
Other ....vieiiiiiitiiiinnennes e s esteerasenariaersrentritraettarrenrnne 54.0 11.4 59
Cash flows fromoperating activities .............0iiiiiiiiiiinienanaansisns 631.0 3564 4450
Cash flows from investing activities
Capital expenditires . .. ... .iviinirrniriecarssrsatotrarionesrarnrsaestsscaseine (583.5) (548.7) (423.0)
Allowance for funds used during cOnStUCHON .. ......ovivinieinernnaocrencrecareans 9.3 6.3 45
Netproceeds from sale Of 88868 .. ....oonntveeiiieitiiieinrsneceacnasenssaanessonns 2.2 6.3 0.4
Cash flows used in investing activities ............cooiiiiiiiiiiiiiiinienenss (572.0) (536.1) (418.1)
Cash flows from financing activities
CommonstoCk ......ciiiiiniiiiinrresionnssnnasassoruocnssasnsssunsasansasnosns — 2920 818
Proceeds from long-termdeb ... ... ..ottt i i it i 1020 3278 4441
Repayment of long-term debt/Purchase in-lieg-of redemption ...........coiiiiiiiiienses (5.5) (292.5) (3569)
Net increase (decrease) in shost-termdebt .......  evessresrecenntererrertartrtesrenen 260 40 (23.0)
0 T Y (179.6) (1599) (166.1)
Cash flows from (used in) financing activities .........ocvivvevncrivninanennss LD 1M4 (201
Net incresse (decresse) incashand cashequivalents ...................occiiinann., 19 @3 68
Cash and cash equivalents atbeginningofperiod ..................ccoiiiiiiiiinnns 36 11.9 5.1
Cash and cash equivalentsatend ofperfod .............0iiiiniiiiiiiiieraninannons $ 55535 36 % 119
- ——— S -
Supplemenial disclosure of cash flow information
Cash paid during the year for:
IOl . . .. .iiint ittt et et te a e o at bttt nans $127.7 $1209 $123.3
IOCOME AN ..o vveeviinensnaeresoseernnsosoanessessensnsavasasarsscvnnnnassens $ 623 $ 184 $1350

The accompanying notes are an integral part of the consolidated financial statements.
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TAMPA ELECTRIC COMPANY
Consolidated Statements of Retsined Earnings

mu,’-:uums:, 2009 2008 2007
Balance, beginning of FRAP .. .........o0iintiniiiiiiiniriiiatit ittt s saaas 32950 $295.6 32849
Add: NEtinCOME .. ... coiiiuiiriiotiasssrosonosessssasansanssssecssorsnssoansaasss 192.1 162 176.8
487.1 4583 4617
Deduct:
of accounting standards for post-retirement benefits ............c.co0viiinne. — 34 —_
Cash dividends on capital stock
COMMON .....oovvvvvnrnnnrnnsoenesnnes ferressrceanaens Ceeerreseaseseenannas 179.6 1599 166.1
Balance, end o FoRP ... ... .. ... it iiiicnitataat et aa et abaanrattanaactnrarenas $307.5 $295.0 $295.6
o B
The accompanying notes are an integral part of the consolidated financial statements.
Consolidated Statements of Capitalization
Capitsl Siock Outstanding  Cazk Dividends
Carrens Dee. 31, Paid
Rodemption Por
{millions, sxcept shors amennts) Prics Shoves Amount Shere  Amount
Common stock--without par valuoe
25 million shares authorized
2009 ....... cererriareaes Chaeeievvaenss N trreseses N/A 10 $18024 @  $1796
2008 ........... feerereeenns rerereeeieeteacecnatitsineneinn N/A 10 $18024 @ $1599
Prefecred stock-—$100 par value
1.5 miltion shares suthorized, none outstanding,
Preferred stock-—-no par
2.5 million shares anthorized, none outstanding
Preference stock—no par
2.5 million shares authorized, none ootstanding

(1) Quarserdy dividends peid o Feb, 27, May 28, Aug. 28 and Nov. 27 during 2005.
Quazterly dividends paid on Feb. 28, May 28, Aug. 28 and Nov. 28 during 2008,
{2) Not mesningful.

The accompanying notes are an integral part of the consolidated financial statements.
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TAMPA ELECTRIC COMPANY

Consolidated Statements of Capitalization—Continsed

Instaliment contracts payable ()
5.1% Refunding bonds (effective rate of 5.7%)
5.65% Refunding bonds {effective rate of 5.9%) @
Variable rate bonds repurchased in 2008 &)
5.5% Refunding bonds (effective rats of 6.2%)
5.15% Refunding bonds (effective rate of 5.4%) ©
Varisble rate bonds in 2008 &
5.0% bonds (effective rate of 5.9%) @
Notes #%: 6.875% (effective rate of 7.0%)
6.375% (effective rate of 7.4%)
6.25% (effective rate of 6.3%) @
6.10% (effective rate of 6.4%)
6.55% (cffective rate of 6.6%)
6.15% (effective rate of 6.2%)

Senior Notes %4
10.30%
9.93%
8.00%

Notes @ 6.8375% (effective rate of 7.0%)
6.375% (effective rate of 7.4%)
6.10% (effective rate of 7.0%)
6.15% (effective rate of 6.2%)

---------------------------------------------------

...........................................

------------------------------------------

-------

TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED: SEPTEMBER 3, 2010

Due 2009 2008
2013 $ 607 $ 607
2018 %42 %42
2020 — —
2023 864 864
05 516 516
2030 - —
2034 80 860
2012 2100 2100
2012 300 3300

2014-2016 2500 2500
2018 2000 1000
2036 2500 2500
2037 1900 1900

1,7689 1,689
2009 — 1.8
2010 1.0 20

2010-2012 9.5 122
2012 400 400
2012 700 700
2018 500 500
2037 600 600

2305 2360
19994 19049
(13)  46)
1998.1 19003
37 55
19944  1,894.8
2,038 2,090.6
TRy -]
$4,0082 $3985.4
S— e

The accompanying notes are an integral part of the consolidated financial staterents.

{1} Tax-exompt securities.

(2) ‘Thess boods wers conversed ia March 2008 from an auction rate mode to & fixed rate mode through maturity on May 15, 2018.

(3) Thess socurities sre subjoct to redemption in whole or in pert, st any time, st the option of the compeny.

(4) These long-term debt

contain various restrictive financial covenants.

agreements
(53 la March 2008 these bonds, which were in suction rae mode, were purchased in licu of redemption by Tampe Blectric Company. These held variable rae
bonds bave par amounts of $20 million sand $75 miltion due in 2020 sad 2030, respectively.
(6) Thess bonds wers converted in March 2008 from an auction rate mode 10 a fixed rate mode for the term ending Sep. 1, 2013,
{7) Thess bonds were converted in March 2008 from an auction rete mode 10 & fixed rate mode for the term ending Mar. 13, 2012,
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TAMPA ELECTRIC COMPANY
Consolidated Statements of Capitalization-Continved

At Dec, 31, 2009, total long-term debt had a carrying amount of $1,999.4 million and an estimated fair market value of
$2,115.4 million. At Dec. 31, 2008, total long-term debt had a carrying amount of $1,904.9 million and an estimated fair market
value of $1,822.6 million. The estimated fair market value of long-term dett was based on quoted market prices for the same or
similar issues, on the current rates offered for debt of the same remaining maturities, or for long-term debt issues with variable
rates that approximate market rates, at carrying amounts. The carrying amount of long-term debt due within one year approximated
fair market value because of the short maturity of these instruments (see Note 13).

A substantial part of the tangible assets of Tampa Electric is pledged as collateral for the first mortgage bonds issued under
Tampa Blectric's first mortgage bond indentures, There are currently no bonds outstanding under Tampa Electric's first mortgage
bond indeature, and Tampa Electric could cause the lien associated with this indenture to be relcased at any time. Maturities and
annual sinking fund requirements of long-term debt for the years 2010 through 2014 and thereafter are as follows:

Long-Term Debt Maturities

Dec. 31 hﬂ-w

(“u’c) 010 2011 1012 20013 2014 M

TampaElectric ... ..c.ioiiiiiiiiiiiii ittt $— $— $5400 $60.7 $83.3 $1,0849 51,7689

PGS ...... seretnene Cheveiasaane Crererteserraesenns ceees 37 34 1134 — o 110.0 230.3

Total long-term debt maturities ............ feearaneanne coens $37 534 56534 $60.7 $83.3 51,1949 51,9994
—— b IR R

The accompanying notes are an integral pant of the consolidated financial statements,
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1. Significant Accounting Policles
The significant accounting policies are as follows:

Basis of Accounting

Tampa Electric Company maintains its accounts in accordance with recognized policies prescribed or permitted by the Florida
Public Service Commission (FPSC) and the Federal Energy Regulatory Commission (FERC). These policies conform with
generally accepted accounting principles (GAAP) in all material respects.

The impact of the accounting guidance for the effects of certain types of regulation has been minimal in the company’s
experience, but whea cost recovery is ardered over a period longer than a fiscal year, costs are recognized in the period that the
regulatory agency recognizes them in accordance with this guidance.

The company’s retail and wholesale businesses are regulated by the FPSC and related FERC, respectively. Prices allowed by
both agencies are generally based on recovery of prudent costs incurred plus a reasonable return on invested capital.

Principles of Consolidation

‘Tampa Electric Company is a wholly-owned subsidiary of TECO Energy, Inc., and is comprised of the Electric division,
generally referred to as Tampa Electric, and the Natural Gas division, generally referred to as Peoples Gas System (PGS). All
significant intercompany balances and intercompany transactions have been eliminated in consolidation. The use of estimates is
inherent in the preparation of financial statements in accordance with GAAP. Actual results could differ from these estimates,

For entities that are determined to meet the definition of a variable interest entity (VIE), Tampa Electric Company obtains
informaticn, where possible, to determine if it is the primary beneficiary of the VIE. If Tampa Electric Company is determined to
be the primary beneficiary, then the VIE is consolidated and a minority interest is recognized for any other third-party interests, If
Tampa Electric Company is not the primary beneficiary, then the VIE is accounted for using the equity or cost method of
accounting. In certain circumstances this can result in Tampa Electric Company consolidating eatities in which it has less than a
50% equity investment and deconsolidating entities in which it has a majaority equity interest (see Note 14).

Planned Major Maintenance

‘Tampa Electric and PGS expense major maintenance costs as incurred. Concurrent with a planned major maintenance outage,
the cost of adding or replacing retirement units-of-property is capitalized in conformity with FPSC and FERC reguiations.

Cash Equivalents

Cash equivalents are highly liguid, high-quality investments purchased with an original maturity of three months or less. The
carrying amount of cash equivalents approximated fair market value because of the short maturity of these instruments,

Depreciation

TmMmemwwmwm-mm(WWthMNm
agency) to the investment in depreciable property. Total depreciation expense for the years ended Dec. 31, 2009, 2008 and 2007
was $239.5 million, $224.3 million and $215.5 million, respectively. There were no material plant acquisition adjustments in 2009,
2008 or 2007. The provision for total regulated utility plant in service, expressed as a percentage of the original cost of depreciable
property was 3.6% for 2009 and 2008 snd 3.7% for 2007, Construction work-in progress is not depreciated until the asset is
completed or placed in service.

Allowance for Funds Used During Construction (AFUDC)

AFUDC is a non-cash credit to income with a corresponding charge to utility plant which represents the cost of barrowed
funds and a reasonable return on other funds used for construction. The base on which AFUDC is calculated excludes construction
work-in-progress which has been included in rate base and prior to May 2009, a $36 millioa threshold established in the company’s
lest rate case, but eliminated in the most recent proceeding. The rate used to calculate AFUDC is revised periodically to reflect
significant changes in Tampa Electric’s cost of capital. The rate was 8.16% for May through December 2009 and 7.79% for
January through April 2009 and all of 2008 and 2007. Total AFUDC for 2009, 2008 and 2007 was $13.8 million, $8.7 million and
$6.2 miltion, respectively.
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Deferred Income Taxes

Tampa Electric Company utilizes the Liability method in the measurement of deferred income taxes. Under the liability
method, the temporary differences between the financial statement and tax bases of sssets 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 Hability reflecting the amount payable to customers through future rates.

Investment Tax Credits

Investment tax credits have been recorded as deferred credits and are being amortized as reductions to income tax expease
over the service lives of the related propesty.

Inventory

Tampa Electric Company values materials, supplies and foassil fuel inventory (coal, oil and natural gas) using a weighted-
average cost method. These materials, supplies, and fuel inventories are carried at the lower of weighted-average cost or market,
unless evidence indicates that the weighted-average cost (even if in excess of market) will be recovered with a normal profit upon
sale in the ordinary course of business.

Revenue Recognition

Tampa Electric Company recognizes revenues consistent with the SEC’s Staff Accounting Bulletin (SAB) 104, Revenue
Recognition in Financial Statements. Except as discussed below, Tampa Electric Company recognizes revenues on a gross basis
when eamned for the physical delivery of products or services and the risks and rewards of ownership bave transferred to the bayer.

The regulated utilities’ (Tampa Electric and PGS) retail businesses and the prices charged to customers are regulated by the
FPSC. Tampa Electric’s wholesale business is regulated by the FERC. See Note 3 for a discussion of significant regulatory matters
and the applicability of the accounting for the effects of certain types of regulation to the company.

Revenues and Cost Recovery

RmmmmgmwmcmmmhMybmmmmmﬂmw
or decreases in fuel, purchased power, conservation and environmental costs for Tampa Electric and purchased gas, interstate
pipeﬁmcqaﬁtyndmwvmmfwms Mﬁmfmmhudmmwmndmmamnﬁc

recovery period. Any over- or under-recovery of costs plus an interest factor are taken into account in the process of setting
djumnmfwmformhaqmmovaym Over-recoveries of costs are recorded as regulatory liabilities, and under-
recoveries of costs are recorded as regulatory assets.

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
revenuea for services rendered but unbilled to provide a closer matching of revenues and expenses (see Note 3). As of Dec. 31,
2009 and 2008, unbilled revenues of $51.6 million and $47.4 million, respectively, are included in the “Receivables” line item on
‘Tampa Electric Company's Consolidated Balance Sheets.

Tampa Electric purchases power on a regular basis primarily to meet the needs of its retail customers. Tampe Electric
purchased power from non-TECO Energy affiliates at a cost of $177.6 million, $305.4 million and $271.9 million, for the years
eaded Dec. 31, 2009, 2008 and 2007, respectively. The prudently incurred purchased power costs at Tampe Electric have
historically beea recovered through an FPSC-approved cost recovery clause.

Accounting for Excise Taxes, Franchise Fees and Gross Receipts

Tampa Electric Company is allowed to recover certain costs incurred from customers through prices approved by the FPSC.
The amounts included in customers® bills for franchise fees and gross receipt taxes are included as revenues on the Consolidated
Smdlnm.‘ﬂmemommhdﬂﬂ?mﬁlmSlwzmnkmnndsul.z:nﬂlim.fmthemmddnec 31,
2009, 2008 and 2007, respectively. Franchise fees and gross receipt taxes payable by the regulsted utilities are included as an
expense on the Consolidated Statements of Income in “Taxes, other than income™. For the yesrs ended Dec. 31, 2009, 2008 and
2007, these totaled $115.6 million, $109.0 million and $110.9 million, respectively. Excise taxes paid by the regulated utilities are
not material and ars expensed as incurred.
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Asset Impairments
Tampa Electric Company applies the provisions of the accounting guidance for long-lived assets. The accounting guidance
addresses accounting and reporting for the impairment or disposal of long-lived assets, including the disposat of a component of a

In accordance with the accounting guidance, the company assesses whether there has been an impairment of its long-lived
assets and certain intangibles held and used by the company when such impairment indicators exist. Indicators of impairment did
not exist for any long-lived asset.

Restrictions on Dividend Payments and Transfer of Assels

Certain long-term deix st PGS contains restrictions that limit the payment of dividends and distributions on the common stock
of Tampa Electric Company. Sec Note 8 for additional information on significant financial covenants,

Receivables and Allowance for Uncollectible Accounts

Receivables consist of services billed to residential, commercial, industrial and other customers. An allowance for doubtful
accounts is established based on Tampa Electric's and PGS’s collection experience. Circumstances that could affect Tampa
Electric's and PUS’s estimates of uncollectible receivables include, but are not limited to, customer credit issues, the level of
nastural gas prices, customer deposits and general economic conditions. Accounts are written ofF once they are deemed to be
uncollectible.

2, New Accounting Pronouncements
Measuring Liabilities at Fair Value

In August 2009, the FASB issued an accounting standards update that clarifies how to measure the fair value of a liability
when there is not a quoted price in an active market for a liability. This update provides clarification that in circumstances in which
a quoted price in an active market for the identical liability is not available, a reporting entity is required to measure fair value
using alternative techniques including, but not limited to: 1) the quoted price of the identical liability when traded as an asset or 2)
quoted prices for similar liabilities or similar liabilities when traded as assets. It was effective for the first reporting period
beginning after issuance. The new requirement did not have an impact on the company’s results of operations, statement of
position or cash flows.

The FASB Accounting Standards Codification and the Hierarchy of Generally Accepted Accounting Principles

In June 2009, the FASB issued guidance that names the FASB Accounting Standards Codification (Codification) as the single
source of authoritative U.S. GAAP for non-governmental entities recognized by the FASB. It became effective in the third quarter
and supersedes all U.S, GAAP accounting standards, aside from rules and interpretive releases issued by the SEC. The Codification
is not intended to change GAAP; rather, it changes all referencing of U.S. GAAP including the notes to financial statements,
Therefore, it did not have an impact on the company's results of operations, statement of position or cash flows,

Variable Interest Entities

In June 2009, the FASB issued guidance that amended the analysis to determine the primary beneficiary of a VIE. It requires
an enterprise to determine whether the enterprise’s variable interest or interests give it a controlling financial interest in a VIE. This
mmmmmmﬁacydavmummumm 1) the power to direct the activities of a VIE that
most significantly impect the entity’s economic performance, and 2) the obligation to shsarb losses of the entity that conld
Mﬂbunmmm»mmmmmmm@ummmmymmwyhmﬁumwﬁnm

This guidance is effective for fiscal years beginning after Nov. 15, 2009. The company adopted this guidance on Jan. I, 2010,
This new guidance does not have a significant impact on the company’s results of operations, statement of position or cash flows.

Subsequent Events

In May 2009, the FASB issued guidance that requires companies to disciose the date through which they evaluated subsequent
events and whether that date corresponds with the filing of their financial statements. It became effective for fiscal periods ending
after Jun. 15, 2009, and the adoption did not have an impact on the company’s results of operations, statement of position or cash
flows.
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Fair Value Measurements

In September 2006, the FASB issued guidance that defines fair value, establishes a framework for measuring fair value under
GAAP, and expands required disclosures about fair value measurements. The guidance emphasizes that fair value is s market-
based measurement, not an entity-specific measurement, and states that a fair value measurement should be determined based on
the assumptions that market participants would use in pricing the asset or liability. The guidance applies under other accounting
pronouncements that require or permit fair value measurements.

The effective date was for fiscal years beginning after Nov. 15, 2007. In November of 2007, the FASB informally granted a
one year deferral for non-financial assets and liabilities. In February 2008, the FASB formally delayed the effective dste of the fair
value guidance to fiscal years beginning after Nov. 15, 2008 for non-financisl sssets and non-financial Liabilities except for items
that sre required to be recognized or disclosed at fair value at least annually in the company’s financial statements. As a result, the
company adopted the fair value guidance effective Jan. 1, 2008 for financial asscts and lisbilities and Jan. 1, 2009 for non-financial
assets and liabilitics. No adoption adjustment was necessary. Financial assets and lisbilities of the company measured at fair valoe
include derivatives and certain investments, for which fair values are primarily based on observable inputs. Non-financial assets
and lisbilities of the company measured at fair value include asset retirement obligations (AROs) when they are incurred and any
long-lived assets or equity-method investments that are impaired in a currently reported period.

In April 2009, the FASB issued additional guidance 1o address fair value valuation concerns in the current market
environment. These concerns included applying the fair value model when the market for an asset is not active, when there are
other-than-temporary impairments (OTTI) of debt and equity securities and whea to include interim disclosures about the fair value
of financial instraments.

When the market for an asset is not active, the newly issued guidance affirms that the objective of fair value is the price that
would be received to sell the asset in an orderly transaction (that is, not a forced liguidation or distressed sale) betwoen market
participants at the measurement date in the inactive market. The determination of whether a transaction was not orderly should be
based on the weight of the evidence. An entity is required to disclose a change in valuation techniqus and the reiated inputs
resulting from the application of the new guidance and to quantify its impact. Retrospective application was not permitted. The
new guidance became effective for interim and annual periods ending after Jun. 15, 2009. This did not materially affect the
company's results of operations, statement of position or cash flows.

The OTTI guidance is applicable to debt securities and requires that a company recognize the credit component of an OTTl in
earnings and the remaining portion in other comprehensive income if management asserts it does not have the intent to sell the
security and it is more likely than not it will not have to sell the security before recovery of its cost basis. It requires an entity to
present, separately in the financial statement where the components of other comprehensive income are reported, the amounts
recognized in accumulated other comprehensive income related to the noncredit partion of OTTI recognized for available-for-sale
wmmmmWy.mmmmwmmmfammm
guidance became effective for interim and annual periods ending after Jun. 15, 2009 and did not materially affect the company’s
results of operations, statement of position or cash flows.

Interim disclosures of fair value information, including methods and significant assumptions in measuring fair value, for
financial instroments are required under the new guidance. The guidance became effective for interim and annual periods ending
afier Jun, 15, 2009 and had no impact on the company’s results of operations, statement of position or cash flows.

Employers’ Disclosures about Postretirement Benefit Plan Assets

In December 2008, the FASB issued guidance that requires enhanced disclosures about plan assets of defined benefit pension
plans or other postretirement plans, including the concentrations of risk in those plans. The guidance was effective for fiscal years
ending after Dec. 15, 2009 and is significant to the company’s financial statement disclosures but has no impect on the company's
results of operations, statement of position or cash flows.

In September 2009, the FASB issued an accounting standards update that allows reporting entities to use net asset value
(NAYV) as sn estimate of fair value for certain investments. The guidance became effective for interim and annual periods ending

after Dec. 15, 2009. The guidance had an impact on the company’s postretirement benefit plan footnote, as some of the company’s
peasion plan assets use NAV to estimate fair value,
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Disclosures about Derivative [nstruments and Hedging Activities

In March 2008, the FASB issued guidance to enhance the disclosure framework for derivatives and hedging. Enhanced
disclosures about the purpose of an entity’s derivative instruments, how derivative instruments and hedged iterns are accounted for,
and how the entity’s financial position, cash flows and performance are enhanced by the derivative instruments and hedged items
are required for fiscal years and interim periods beginning after Nov. 15, 2008. The guidance was significant to the company’s
financial statement disclosures but had no impact on its results of operstions, statement of position or cash flows.

Additionally, in April 2008, the FASB revised previously issued implementation guidance to reflect the enhanced disclosures
required by the new guidance. These revisions are significant to the company’s financial staterent disclosures but have no impact
on its results of operations, statement of position or cash flows.

3. Regulatory

Tampa Electric’s end PGS retail businesses are regulated by the FPSC. Tampa Electric is subject to regulation by the Federal
Energy Regulstory Commission (FERC) under the Public Utility Holding Company Act of 2005 (PUHCA 2005). However,
pursuant to a waiver granted in accordance with the FERC’s regulations, TECO Energy is not subject to certain accounting, record-
keeping and reporting requirements prescribed by the FERC's regulations under PUHCA 2005. The operations of PGS are
regulated by the FPSC separately from the regulation of Tampa Electric. The FPSC has jurisdiction over rates, service, issuance of
secutities, safety, accounting and depreciation practices and other matters. In general, the FPSC sets rates at a level that allows a
utility such as PGS to collect total revenues (revenue requirements) equal to its cost of providing service, plus a reasonable return
on invested capital.

Base Rates—Tampa Electric

In order for Tampa Electric to continue meeting customers® growing needs for reliable, efficient and affordable electric
service, Tampa Electric filed with the FPSC for a base rate increase in August 2008. In March 2009, the FPSC approved an
increass to base rates, effective on May 7, 2009, of $104.3 million that reflected a retum oa equity of 11.25%, which is the middle
of a range between 10.25% and 12.25%. Additionally, the FPSC approved a 2010 portion of the base rate increase of $33.5 million,
subject to need and prudency, effective Jan. 1, 2010 for capital additions placed in service in 2009, bringing the total approved base
rate increase to $137.8 million.

In May 2009, Tampa Electric filed a Motion for Reconsideration (Motion) regarding the calculation of the annual revenue
requirements approved by the FPSC. In July 2009, the FPSC approved Tampa Electric’s Motion resulting in an overall weighted
cost of capital of 8.29%, compared to the 8.11% previously approved. This change increased the previously spproved $104.3
million to $113.6 million and the $33.5 million 2010 portion to $34.1 million, bringing the total approved base rate increase to
$147.7 million,

In connection with the base rate request, the FPSC rejected the intervenors’ arguments that the approved 2010 increase for
recovery of costs associated with five combustion turbines and rail facilities violated the intervenors due process rights, Florida
Statutes or FPSC rules. On Sep. 14, 2009, the intervenors filed an appeal to the Florida Supreme Court. Tampa Electric will oppose
this appeal and it is not expected to affect the timing of the increase. On Feb. 24, 2010, the intervenors filed appeliate briefs. There
is no specific titoe frame for & resolution. If the intervenors were to eventually prevail, there would be revenues subject to refund.

On Oct. 12, 2009, Tampa Electric filed its petition supporting the continuing need for the combustion turbines, the
commercial in service of the equipment and the costs incurred to place the combustion turbines and rail facilities in service and -
requesting the proposed rutes to be put into effect in January 2010 as authorized by the Commission. On Dec. 1, 2009 the
Commission determined, based in part on its staff andit of the actual costs of the CTs, the 2010 poction should be reduced $8.4
million to $25.7 million, subject to refund. An evidentiary hearing will be held during 2010 regarding the continuing need for the
CTs, the appropriate amount to be recovered and the resulting rates. The increase in base rates became effective in January 2010 as
ordered by the FPSC, subject to refund.

Base Rates—PGS .
Recognizing the significant decline in ROE, PGS filed with the FPSC for a $3.7 million interim rate increase in August
2008. The FPSC approved an interim rate increase of $2.4 million effective Oct. 29, 2008. PGS also filed in August 2008 with the
FPSC for a $26.5 million base rate increase. On May 5, 2009, the FPSC approved a base rate increase of $19.2 million that became
effective on Jun. 18, 2009 and reflects a return on equity of 10.75%, which is the middle of a range between 9.75% and 11.75%.

The allowed equity in capital structure is 54.7% from all investor sources of capital on an allowed rate base of $560.8 million.
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Cost Recovery—Tampa Electric

Tampa Electric’s fuel, purchased power, conservation and certain eavironmental coats are recovered through levelized
monthly charges cstablished pursuant to the FPSC's cost recovery clauses. These charges, which are reset annually in an FPSC
proceeding, are based on estimated costs of fuel, environmental compliance, conservation programs and purchased power and
estimated customer usage for a specific recovery period, with & true-up adjustment to reflect the variance of actual costs from the
projected costs. The FPSC may disallow recovery of any costs that it considers imprudently incurved.

The FPSC determined in 2004 and 2005 that it was appropriate for Tampa Electric to recover SCR operating costs through the
ECRC as well as eam & return on its SCR investment installed on Big Bend Units 1 through 4 for NO, control in compliance with
the environmental consent decree. The SCRs for Big Bend Units 4, 3 and 2 entered service in 2007, 2008 and 2009, respectively,
and cost recovery started in 2007, 2008 and 2009, respectively. The SCR for Big Bend Unit 1 is scheduled to enter service in May
2010, and cost recovery for the capital investment will commence in 2010.

Cost Recovery—PGS

PGS recovers the costs it pays for gas supply and interstate transportation for system supply through the purchased gas
adjustment (PGA) clause. This charge is designed to recover the costs incurred by PGS for purchased gas, and for hokding and
using interstate pipeline capacity for the transportation of gas it delivers to its customers. These charges may be adjusted monthly
based on a cap approved annually by the FPSC. The cap is based on estimated costs of purchased gas and pipeline capacity, and
estimated customer usage for a specific recovery period, with a trae-up adjustment to reflect the variance of actual costs and usage
from the projected charges for prior periods. In November, the FPSC approved the PGS annual purchased gas adjustment cap
factor for January 2010 through December 2010.

In addition to PGS’ base rates and purchased gas adjustment clause charges, PGS customers (except interruptible customers)
also pay a per-therm conservation charge for all gas. This charge is intended to permit PGS to recover its costs incurred in
developing and implementing energy conservation programs, which are mandated by Florida law and approved and supervised by
the FPSC. PGS is permittad to recover, on a dollar-for-dollar basis, prudently incurred expenditures made in connection with these
programs if it demonstrates that the programs are cost effective for its ratepayers. The FPSC requires natural gas utilities to offer
transportation-only service to all non-residential customers. Aa a result, PGS receives its base rate for distribution regardless of
whether a customer decides to opt for transportation-only service or continue bundled service. As of Dec. 31, 2009, PGS had
approximately 15,250 transportation-only customers out of 31,400 eligible customers.

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 Safety 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 water quality, land use,
noise and aesthetics, solid wasts and other environmental matters.

Other Items
Storm Damage Cost Recovery

Tampa Electric accrues $8.0 million annually effective May 2009, an increase of $4.0 million from the prior year, to a FERC-
authorized and FPSC-approved self-insured storm damage reserve. This reserve was created after Florida's investor owned utilities
(IOUs) were unabie to obtain transmission and distribution insurance coverage due to destructive acts of nature. Tampa Electric’s
storm reserve was $29.3 million and $22.7 million as of Dec. 31, 2009 and 2008, respectively.

Regulatory Assets and Liabilitles

Tampa Electric and PGS maintain their sccounts in accordance with recognized policies of the FPSC, In addition, Tampa
Electric maintains its accounts in accordance with recognizad policies prescribed or permitted by the FERC,

Tampa Electric and PGS apply the accounting standards for regulated operations. Areas of applicability include: deferral of
reveaues under approved regulatory agreements; revenue recognition resulting from cost recovery clauses that provide for monthly
billing charges to reflect increases or decreases in fuel, purchased power, conservation and environmental costs; and the deferral of
costs as regulatory assets to the period that the regulatory agency recognizes them when cost recovery is ordered over a period
longer than a fiscal year.
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Details of the regulatory assets and liabilities as of Dec. 31, 2009 and 2008 are presented in the following table:

Reguiatory Assets and Liabilities
Dee. 31, Dee. 31,

Regulatory tax asset ™) ., ... ...... e e rtaeettiesieetreetartattenann Ceteneneieaaas cerer 3690 8 65.1

Other:
Cost recoveryclauses .......... e trascrarrassesrinaenaas Creeusaiaretasratesaaanaas 894 2668

.

Deferred bond refinancing costs @ . .........cociiniiinnn. 180 217

Environmental remediation .............iiiiiiiiiiiiiiiiiiien, bererescreiisienieeness 212 108
>

Competitive rate adjustment ..............c.c.ciiiiiiiiiiniinn, cenens i1 47

Other .... et . 15.0 8.5

Total other regulatory assets ..... Ceeeeiainenes e teten e aen Craesearareesaaena vreen. 3758 5328

Total regulatory assets ............ Crearvrsaaeaavereatattaenaen e eaersiaere ey seivass. 4448 5979
Less: Current porti 09 6
POSOR .. .vvovvnneinnnenrruecnnnracsatsnasncnnns Cerreriiiaesaneraeees Yeneasas 109.2 272

— &1

_—— 15
Regulatory tax Hability @ .,....... feeaeeraaatetesrseteraetaararaarreananen cireiiiraeneers $196 51
2 2

Cost recoveryclanses .......... Cheeerrararaenanan creraen Ceeeasirravasecteeroencnans . 614 34
Environmental remediation ..........c..00iviiiiiiiiniien 199 106
Transmission and delivery stormreserve ..........cciiinnunnnn e ereeraita e aaeanes .. 283 227

Defesred gainon property sales® .. ... ..o oiiiiieiiine, Creaseraerreerasessiisransan 28 4.1
Accumulated reserve-costofremoval ...... oo etrresieteerserasancaraaeaasnss 3543 5512

O ... covvviiiiennienaienae Creeriraeniriareiaaas RN N 0.7 04
Habiliti 6684 5924

Total other regulatory Lo BN z
Total reguistory Habilities ........ ...ttt Crassicarasacensssiansanss 06880 6099
Less: Cusrentportion .......cccoviieans T e Cereseaseeaiarreeaentans <. 834 207
Long-term reguiatory liabilities . .......... Creesaaraaraiaanenans Cetearearerererararnaaneaneeaes 36026 $588.2
R SR

(1) Related to plam life and derivative positions.
(2) Amortized over the term of the related dobt instrument.
(3) Amortized over a S-year period with various ending dates.

All regulatory assets are being recovered through the regulstory process. The following table further details our regulatory
assets and the related recovery pesiods:

Regulatory assets

(miitions) Dec. 31, 2000 2008
et b} s
Clanse recoverable ) . ... ........... e esanrsrrareireaneaes Cesersasaasianeeas feiieriaeaes. 5925 82715
Componentsof rate base @ ., ... . iiieriiiiiiriiiiiiiiiinaae Ceearesaiareerreniianoannnann . 2381 2217
Regulatory tax assets @ ... ... iiiiiiiiriiiiiatreneriorntencaoancans Cexeexsaberiabecenrhann .. 690 651
.

Capital structure and other @ . ... ... .o iiiiiiiiiiiii i iii i .~ S < ¥
— 22D

Towl ......... e a et ase it e e e e Ceereciaer et ean, ceeers $4448 35979
N T ———

(1) To berecovered through coat recovery clanses approved by the FPSC oun a dollar for dollar baxis in the next year.
(2) Primarily refiects sllowed working capital, which is included in rate base and earas & rate of retum ss permitied by the FPSC.
(3) "Regulatory tax sssets™ snd “Capital structure and other™ regulatocy axssts have & recoverable period longer than & fiscal year and are recoguized over the
period authorizsed by the regulsiory ageacy. Also included are caamartized bond refinancing costs which are amortized over the life of the reiated debt
See footnotes 1 sad 2 in the prior table for additional information.
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4. Income Tax Expense

Tampa Electric Company is included in the filing of a consolidated federal income tax retumn with TECO Energy and its
affiliates. Tampa Electric Company’s income tax expense is based upon a separate return computation. For the three years
presented, Tampa Electric Company's effective tax rate differs from the statutory rate principally due to state income taxes,
amortization of investment tax credits, and AFUDC equity benefit. The decrease in the 2009 effective tax rate compared to 2008 is
principaily due to a favorsble tax adjustment to deferred tax balances recorded in prior years and increased AFUDC equity benefit
offset by increased state income taxes, an uncertain tax position reserve and lower investment tax credit.

Income tax expense consists of the following components:

Income Tax Expense
(wsillions) Fodersl State Tosal
2009
Currently payable .. ........ouiuiiiiiiiiiiiiiiiiaiiieiei i ittt et aaaeasaane $ 244 $145 $ 389
0,0 - - e 17 1.5 732
Amortization of investment taX Credits . . .. .. vvviii it ittt ittt etssrsetastaronnann 04 — 04)
Total iNCOME AX EXPENBS .. ... cviniriverenearorresasereonrsasosssenssssssssssssesnns $ 957 $160 $111.7
Included in other iNCOME, DEL .. ... .. .iivreiiuiiiiivionsassoessssensnnsssonsecssasnes _ (08
Included in OPErating EXPEMBES . . .. ..o ovvenenenrocaotossonennencassossnsstonsssssnsnsnns ‘ $1109
e $188 $55 $ 243
Currently PAYADIE .. ......cieeieiinetoniinntietaastansencttaasstsnntasssarasasranns .
Deferred pay ..................................................................... 670 88 758
Amortization of investment tAX CTedits .. ... ...viuiieciiiiittiiiieiiittaarttettasisanann 09 — (0.9)
Total iNCOME LAX EXPENSL - . ... octuneerrerrrosnsisssosesnsssssssrsssssssssnssonsanes $ 849 $143 $ 99.2
Included in Other iNCOME, ML . ... c..viiiirtiienirtaeroresssreecistronssseenarssssanss )
Included in OPErating EXPENSES .. ... ..o vviereranrraiosrorerasseacansasassiossessasssananns $ 978
2007 )
Currently payable .........oiiiiiitieiietnnieiattasrataconsanaaastaosisiosroassasnns $128.5 $21.2 $149.7
5% (¢ 1 (39.2) (64) (45.6)
Amortization of investment tAX credits . . ... ... .ottt ittt tiett ittt aases 25 — (2.5)
Total INCOME AX EXPENSE .. ... eoerverraessnrosssssasnsrorsonsnsatssasssstsssssnssss $ 868 $148 $101.6
Included in other iNCOMB, DB . ... .. viiierereriinessenntasrosenasssaceastononsnnens _ (8
Included in OPEraing EXPEMSES . . .. ot vvvrrvesnsanernanrotsstsststostsssstsetsssssssananes $ 98
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Deferred taxes result from temporary differences in the recognition of certain liabilities or assets for tax and financial

reporting purposes. The principal components of Tampa Electric Company's deferred tax assets and liabilities recognized in the
balance sheet are as follows:

Deferred Income Tax Assets and Liabilities

(msiltions) As of Dee. 31, 00 e
Deferred income tax assets (I
Modical DeBefiS . .....iiiuiiiiiiiiieiiiieeattieaararenaraseteraranrnnbatane i oannannns $ 458 § 476
Insurance reserves ....... e haererersiaacaceratenennns s ssssununtonnnnreocnnsnssrrnanns 229 205
Investment taX CTeAItE ... ...oiiviiiiiviitianoaeetatestsannassansasosannvnstsscasnsacennenas 6.1 7.0
Hedging activities . .......c.oiiiitiiniiiieininiiieniesnoseinriociacenenrossrennnnnannnas 39 43
Pension and post-retirement benefits . ..... ..ottt i et ra et eaans 883 85.0
................................... 28.6 2.3
Fotal deferred NOOIMIE LA BBEES . . ... v v v e vsaronsnneeseeacestansesnsennensuuorononnnnnsnesnsssss $1956 §1869
Defesred income tax liabilities
Property related .. ... . ittt i ettt ettt a e e et $(620.4) $(521.4)
o o o P (21.5) (52.9)
Pension and post-retirement bEnefits ... ....... ...ttt ittt eoeaaneaaraceaenns (88.3) (85.0)
o S SO A Y 25.1) (118
Total deferred income tax Habilities . .........viiiiiiiiiiiiiintieicrnsrrnesosconnnsnonnscrnssannes $(755.3) $(671.1)
Net deferred income tax Hability ... ...c.oviiiiiiiiiiiiiieniiiiinisineriiioesinensossoacsocenns $(559.7) $(484.2)
T, ———"
(7> Comata oprty et et o il bave boen et
Deferred income tax assets and liabilities above are included in the balance sheet as follows:
{meiltions) As of Dec. 31, 2009 2008
Current deferred tax Liabilities . .. ...ttt ittt cieeeraaresssnorensronncnonsersorsonnns $ (159) $ (36.6)
Non-current deferred tax Habilities . .......civiiiiiieiiieernnrssssonsannsanensnnsoseoncsnne (543.8) (447.6)
- e e s ataeetesaneaneenneatteneceenrnarrecatannnsnannetecearanns $(559.7) $(484.2)
TSI SRR~

The total income tax provisions differ from amounts computed by applying the federal statutory tax rate to income before
income taxes for the following reasons:

Effective Income Tax Rate
(miifions) 2009 2008 2007
Income tax expense at federal stanory rate of 35% ....... ..., Cereeseeansen $1063 $91.7 3974
Increase (decrease) due to
State income tax, net of federal income tax 103 93 9.5
Equity portion 0f AFUDC . ... iiiiiiiiiitiiiiiiieiiersnirasierseenirssasansssnnas 32 Q2 (1.5)
Domestic productiondeduction ...........c.ciiiiiiiiiiiiiiiian — — 2.8)
OHBET . . e\ oeeeneneenennnsennansesasseesunnsesesesssssessosrsessasssnsesnnnene D 04 (1.0)

$111.7  $99.2 $101.6

Income tax expense as a percent of income from continuing operstions, before income taxes ....... 368% 37.9% 365%

The company accounts for uncertain tax positions as required by FASB accounting guidance. This guidance addresses the
determination of whether tax benefits claimed or expected to be claimed on a tax return should be recarded in the financial
statements. Under the guidance, Tampa Electric Company may recognize the tax benefit from an uncertain tax position only if it is
more likely than not that the tax position will be sustained on examination by the taxing authorities, based on the technical merits
of the position. The tax benefits recognized in the financial statements from such a position should be measured basad on the
largest benefit that has a greater than fifty percent likelihood of being realized upon ultimate settlement. The guidance also
provides guidance on derecognition, classification, interest and penalties on income taxes, accounting in interim periods and
requires increased disclosures. Tampa Electric Company adopted the guidance effective Jan. 1, 2007 with no impact.
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A reconciliation of the beginning and ending amount of unrecognized tax benefits is as follows:

—_—

Bahmenhn.l ........................... erierrieiaaeas cesane S asemerasesesatentsananetrerannaans -
Inamduemuxposidmrelmdmptmyem .......................................................... 0.7
Increases doe to tax positions related tD COIMENE YOAE .. ......vununenaunereennnnaronreoseeensocassnssnenssseoe —
Decreases due to tax positions relatod 80 PHOE YEAIE . ... .ot iii ittt it i i i ettt et et —_
Decreases due to tax positions related to current yesr _
Decreases due to settlements with taxing authorities —_

ing authoritics

Decreases due 1o payments to taxing authorities . ... ... .coiiiiiiiiiiiitiiiatetrtsreraratatrasrenrsarerannnns —_
Decreases due to expiration of statute of limitations —
Balance atDec. 31 ...iiiiiiiii ittt ittt rrea i ean e Cesearteiasnaeerasacenrrsaarnnrnns Ceeeraans $07
=

The company recognizes interest and penalties associated with uncertain tax positions in “Operation other expense—Other” in
the Consolidated Statements of Income. In 2009, the company recorded $28,000 of pre-tax charges for interest only. Additionally,
the company has recorded $28,000 of interest on the balance sheet as of Dec. 31, 2009. No amounts have been recorded for
penaities.

The Internat Revenue Service (IRS) concluded its examination of federal income tax retums for the year 2008 during 2009.
The IRS proposed an audit adjustment relating to the recovery of environmental costs, which the Company formally appealed in
January 2010. The company anticipates the appeal could take a few years to resolve and believes that it has provided an adequate
reserve related to this matter. The U.S. federal statute of limitations remains open for the year 2006 and onward. Year 2009 is
currently under examination by the IRS under the Complisnce Assurance Program, a program in which TECO Energy isa
participant. Florida's statute of limitations is 3 years from the filing of an income tax return. The state impact of any federsl
changes remains subject to examination by various states for & period of up to one year after formal notification to the states. Years
still open to examination by Florida’s tax authorities inchude 2006 and onward. The company does not expect the scttlement of
andit examinations to significantly change the total amount of unrecognized tax benefits within the aext 12 months.

5. Empioyee Postretirement Beneflts

Tampa Electric Company recognizes in its statement of financial position the over-funded or under-funded status of its
postretirement benefit plans. This status is measured as the difference between the fair value of plan assets and the projected ,
mmm)mumammmmmaumwmﬁmmwnm(momme
case of its other postretirement benefit plan. As a result of the application of the accounting guidance for certain types of
regulation, in the funded status are refiected, net of estimated tax benefits, in the benefit lisbilities snd regulatory assets.
The results of operations are not impacted.

Pension Benefits

TWMCompmymnpuﬂcipammdncowehmnwmmplmaoﬂECOway including a
benefit retirement plan that covers substantially all employees. Benefits are based on employees’ age,
Mﬁm&ﬁﬁﬂmm%wdwﬂymﬂqmmdummm
o Josses allocable to Tampa Electric Company are presented. Otherwise, such amounts presented reflect the amount allocable to
all participants of the TECO Energy retirement plans.

The Pension Protection Act of 2006 (PPA), became effective Jan. 1, 2008 and requires companies to, among other things,
maintain cestain defined minimum funding thresholds (or face plan benefit restrictions), pay higher premiums to the Pension
Benefit Guaranty Corporation if they sponsor defined benefit plans, amend plan documents and provide additional plan disclosures
inregnlnmﬁlinpmdtoplnpmidpm.

The Worker, Retiree, and Employer Recovery Act of 2008 (WRERA) was signed into law on Dec. 23, 2008. WRERA gramts
plan sponsors relief from certain funding requirements and benefits restrictions, and also provides some technical corrections to the
PPA. There are two primary provisions that impact funding resuits for TECO Energy. First, for plans funded less than 100%,
required shastfall contributions will be based on a percentage of the funding target until 2011, rather than the funding target of
100%. Thess percentages are 94% and 96% in 2009 and 2010, respectively. Second, one of the technical cotrections, refemred to as
asset smoothing, allows the use of asset aversging subject to certain limitations in the determination of funding requirements. The
Jan. 1, 2010 estimate assumes adoption of the asset smoothing methodology under WRERA and includes an additional 2009 plan
year contribution expected to be made in 2010.
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For the year ended Dec. 31, 2009, TECO Energy’ s pension plan experienced actual asset returns of approximately 19.8%. The
quahﬁedpansmplmsmﬂ%dmmlu&n;mdﬂ%ml&ﬁ?%d&ePPAwmunﬂml
2009 and is estimated at 90% of the PPA funded target as of Jan. 1, 2010.

Amounts disclosed for pension benefits also include the unfunded obligations for the supplemental cxecutive retirement plan
(SERP). This is a non-qualified, non-contributory defined benefit retirement plan availsble to certain members of senior
management.

Otber Postretirement Benefits

substantially all employees retiring after age 50 meeting certain service requirements. Where appropriate and reasonably
determinable, mmdmmmuthmemmc@mymmmm
such amounts preseated reflect the amount aflocable to all participants of the TECO Energy postretirement health care and life
insurance plans. 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, the Medicare Prescription Drug, Improvement and Modemization Act of 2003 (the MMA) was signed into
law. Beginning in 20086, the MMA added prescription drug coverage to Medicare, with a 28% tax-free subsidy to encourage
employers to retain their prescription drug programs for retirees, along with other key provisions. TECO Energy’s current retiree
Wmmﬁmwmhmwmmmmlwowfwwmmmmy
has determined that prescription drug benefits available to certain Medicare-eligible participants under its defined-dollar-benefit
postretirement health care plan are at least “sctuarially equivalent” to the standard drug benefits that are offered under Medicare

On May 19, 2004, the FASB issued accounting and disclosure requirements reiated to the MMA. The guidance requires
() that the effects of the federal subsidy be considered an actuarial gain and recognized in the same manner as other actuarial gains
and Josses and (b) certain disclosures for employers that sponsor postretirement health care plans that provide prescription drug
benefits. TECO Energy and its subsidiaries adopted this guidance retroactive for the second quarter of 2004.

The company received subsidy payments under Part D for the 2007 and 2008 plan years. Its 2009 Part D subsidy application
with the Centers for Medicare and Medicaid Services (CMS) was approved in Dec. 2008 and the company expects to receive the
payrment later this year.
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TECO Energy Consolidated
Obligations snd Funded Status

_Pension Benfits | __ Othar Bomefits
(millions) 2009 2008 2000 2008
Change in benefit m
Net beaefit obligation at prior measurement date ) ... .. Ceenssrsaeressassieiaannne $5554 $5572 $18389 $1957
Effect of eliminating early measurement date . ...........conivnrinenenneareenenss n/a 48 n/a 14
Servicecost ......... r e ettt rteete e ana e e aas et raa i aae e tenas 15.7 154 29 4.1
Inerest COBE . ... v irvienntteriisennrisesnostssstsatsacianotasvaccnansaan 337 319 112 120
Plan participants’ contribuations ...........cciiiiiiiiiiiaiiciiiie i — - 35 38
Actusrial (Z8In) JOBE ... .iiuiiti it ia ittt neraaas 296 33 16.6 3D
Planamendments .......oioinviriisiisriannntnesiirsrensaanerasnnaraaccann 04 —_ —_— 4)
Curtailment ...... Srrexeseserstsaeenatesarrrannns et ierreenseraieretaennnne (0.8) o _— —
Special termination benefits .. ... ... it ci e e et eas — - —
Grossbenefits paid ... .. ..ottt ittt tite i e aaaans (46.3) (545) (164 (138
St . ... .. .. i it eiiiiiese it eab it ittt car e aann _— 2.7 — —
Federal subsidy on bepefitspaid ............... Cireens Cheesaseststesaiaarereans o/a n/a 0.9 0.8
Net benefit obligation at messurement date ) .. ... ... . i iiiiiiiiiiiiieiiees $ 5877 $5554 $2076 31889

L — & A
Change in plan assets
Fair value of plan assets at prior measurementdate ) .. .. ... ... .. i, $360.7 $4927 § — § -
Effect of eliminating ealy measurement date . ......ocovniiiviniieericisriranaos n/a 284 n/a o
Actmalretarnon plan assets @0 | ... .. .. iiiiiiiiiiii ittt 663 (119.1) —_— e
Employer contriButions . ........iciiiiieiiiisiiinsniiesrrcasriintsnnssenraens 82 159 12.9 10.0
Plan participants’ contributions .......... Cheereanrrraeearaaas Catsrieneninaans —_ — 35 38
Setdements ....... veeren e teasesnea et auteac ar et cer ettt acraventannnne — @D —_— -
Grossbenefits paid ... .......covuvuniniinirironticairirtitiiceriniorcoiiianns (46.3) (54.5) (164) (13.8)
Fair value of plan assets at measurementdate @ .. .. ..oviiiiiiiiiiiiiiieiiieaa $3889 $3607 $§ — § —
Funded status
Fairvalue of plan as9et8 @ .. ... .. 0.iviiiieiieniiiiaiiiiniiiieiieieneeinias $3889 $3607 § — § —
Benefit obligation (PBO/APBO) ....... et et s it ataae i esesitee st raranas 5877 5554 2076 1889
Funded atatus at measurement date ) . .. ... i iiiiiii i it i s e reraes (198.8) (194.7) (2076) (1889)
Net contributions after messurement date ...........cccvvnviiivinnnninnnernienns _ — e —
Unrecognized net actusrinl JO88 ........ivuveiiiiirniiireiiiseciieranannenanes 2287 2312 18.3 1.0
Unmugnindpdum(bmﬁt)m C e h b teranienenecrtirettntecneetnoenonn 2.1) Q.7 6.5 13

Unrecognized net transition (asset) obligation .............. Ceererecrectteasitanas — - 6.5 88

Accrued Liability at end of YEAE . ..... .. veiiiiiiiiiia i eir e i rieraaeanans m m m) M)
Amounts Recognized in Balance Shoet
Regulatory 8886t8 .......oovvvnvvirreninnns Chesieaieans Ceeraeerraeiesanns $181.7 $1863 $ 474 § 340
Accrued benefit costs and other curtent lilbiliﬂes ................................. 1.2 (1.8) (134) (13.6)
Deferred credits and other lisbilities ............cooiiiiiiiiiiiiiiiiiininrrnees (191.6) (193.0) (194.2) (175.3)
Accumulated other comprehensive Joss (income) (PPEtAX) ........coiiinviirivrronss 49 48.3 (16.1) (16.9)
Net amount recognized M end OF YEAL ... ... .o iiinuiiiiiiiarrresnsssssunciinnes $ 278 $ 398 $(176.3) ¥171.8)

(1) The messurement dates were Dec. 31, 2009 and Dec, 31, 2008,

{2) The actumi return oo pisn assets differed from expectations due 10 genersl market conditions.

(k)] mmmvmmwammuuuumhmuwmmmmmmlmmdwmm
experse. MRV reflects the fair value of plan sssets adjusted for experience gains and josses (i.2. the differences between actusl investment returs and expected
returns) spread over five years.
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Tampa Elsctric Company
Amounts recognized in balance sheet

Penslon Benafits Other Benallls
(millions) 2009 2008 2000 2008
Regulatory assets .......... e s adeisraaatestseseesenaatnrraareseratnaannees $18L.7 $1863 § 474 § 340
Accrued benefit costs and other current Liabilities .. ....... . ..o . viiiiiiinnnnnnn {6.0) L1 {105 (o0.1)
Deferred credits andother iabilities . .........c.0ciiiiiiiiiiiiiiiinerinnenaannes (150.8) (152.0) (151.2) (134.3)

$ 249 § 332 $(1143) $(1104)
TR TN NI SSSssnmm

The accumulated benefit obligation for TECO Energy Consolidated defined benefit pension plans was $530.1 million at Dec.
31, 2009 and $504.9 million at Dec. 31, 2008,

Assumptions used to determine benefit obligations at Dec. 31, 2009 and 2008:

Peasion Benefits Other Benelits
2009 L 2009 2008
DISCOUNM TBIE .. ... ..oirianernnssaacunaasascnasascsasnanerosnssssnversanossns 575% 605% 360% 6.05%
A
Rate of compensation inCreass .. .......coiiiviiiiiireaeirorssnsrssrtarssasssens 425% 425% 425% 425%
Healthcare cost trend rate
Initialrate ..........cc0v0vnenn et etiteerssasasae st uttrentaaraennra nfa nfa 800% B850%
"
e T . .. uiviivinnrvnrraerocanaanssaosrssansssssssasrascncnanes n/a n/a 5.00% 5.00%
:
Yearrate reaches UltimAate .......vviivuiiennenttansnecnneesscnnsconssnasas n/a n/a 2016 2015

A onc-percentage-point change in assumed health care cost trend rates would have the following effect on Tampa Electric
Company's benefit obligation:

(millions) Incresss  Decrenss
Effect on postretirement benefit obHERHOR ... ... .ottt ittt i i i i $5.9 $(4.8)

Components of TECO Energy consolidated net periodic benefit cost

Pension Benefits Othor Bonefits
(milions) WS NN TR ST ST 07
S OTVICR COBE .. veiierenerassoeronscasnonsnansesssanorsrsvonssons . $157 $154 $160 §$29 $41 §$33
Interestcost .......coonvvncnnnnns Crreenae fetreeterresanas frresiaas 336 319 330 113 120 122
Expected retzm on planasseta ........... Ceesvevesereccatatarataneaea 318) (39.0) (363) -~ — —_—
Amortization of:
Actuarial 1088 ...........iiiiiiiiinerrr etitctratatenraarantnn 8.7 40 91 - — —_
Prior service (benefit) cost .......... e reedtreiresterarieaeene ... (@©4 (@©O4 @©S) 08 1.8 28
Transition (asset) obligation ...........co00vnnnn AN — —_ — 23 23 25
Curtailment J088 ... ....iiiiiiiiiiiiiiiarat et tsictattennaniraan 0.2 _— 04 - 6.4
Settlementloss ............... s steeseairartetennretararearateny B 09 — e — —
Netperiodic Denefit COBt ... .. ..vitiinsrarnreanseasaossncessnoncs $200 $128 $209 $173 $20.2 $292
o EE ——— ——— Te——

(1) Beoefit Cost was messured for the twelve months ended Dec. 31, 2009 sad 2008. The company elected & 15-month trazsition approach allowed by sccousting
standards for employer's defined benefit pension snd other post-retirement plans 0 move from sn cacly measurement date of Sep. 30, 2007 to a yesr end
measurement date of Dec. 31, 2008. In coonection with this election, the company recorded after-tax charges to Retained Eamings of $2.2 million for Pensions
and $3.1 million for Other Postretirement Benefits in the fourth quarser of 2008,

(2) Benefit Cost was measured for the tweive months ended Sep. 30, 2007.

In addition to the costs shown above, $0.6 million of special termination benefit costs were recognized in 2007 related to
pension benefits. Tampa Electric Company's portion of the net periodic benefit costs for pension benefits was $15.4 million, $8.4
million and $14.1 million for 2009, 2008 and 2007, respectively. Tampa Electric Company's portion of the net periodic benefit
costs for other benefits was $13.6 million, $13.9 million and $14.5 million for 2009, 2008 and 2007, respectively.
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mmwmmWWMfam&ﬁmep{mMmﬂkwa@m
Company from regulatory assets into net periodic benefit cost over the next fiscal year are $10.2 million and $0.5 million. The

estimated prior service cost and transition obligation for the other postretirement benefit plan that will be amortized from
regulatory asset into net periodic benefit cost over the next fiscal year totals $1.0 million and $1.8 million, respectively.

Assumptions used to determine net periodic benefit cost for years ended Dec, 31,

Penslon Benelfits Other Bensfits
009 28 W7 00 2 207
DisCOUNLTEIL ... ..0ouiuinniinsisoernsronosansseasssssscaceassanss 6.05% 620% 3.85% 6.05% 6.20% T585%
Expected long-termreturn on plan 888818 ....... ..o iiiiiiineiiiineas 8.25% 8.25% 825% no/a o/a n/a
Rate of compensation increase ...........cciiviiiiiiiinieinene ceeee 425% 425% 400% 425% 425% 4.00%
Healthcare cost trend rate
InEalraE . ... it i i i et n/a n/a n/a  850% 925% 9.50%
Ultimaterate ........... e e uareeasetaararaten st nartenans n/a n/a na  5.00% 525% 5.25%
Year rate reaches ultimate ................... R . n/a n/a nfa 2016 2016 2015
The discount rate assumption was based on a cash flow matching technique developed by our outside actuaries and a review

dmmmmmmummw {Aa-graded, non-callable) corporate bonds to
the company’s projected cash flows for the benefit plans to develop a preseat value that is converted to & discount rate.

The expected return on assets assumption was based on historical returns, fixed income spreads and equity premiums
consistent with our portfolio and asset allocation. A change in asset allocations could have a significant impact on the expected
return on assets. Additionsily, expectations of long-term inflation, real growth in the economy and a provision for active
management and expenses paid were incorporated in the assumption. For the year ended Dec. 31, 2009, TECO Energy's pension
plan experienced actual asset returns of approximately 19.8%.

The compensation increase assumption was based on the same underlying expectation of long-term infiation together with
assumptions regarding real growth in wages and company-specific merit and promotion incresses.

A one-percentage-point change in assumed health care cost trend rates would have the following effect on Tampa Electric
Company’s expense:

——
.
Effect on periodiccost .......... feeetinianaes Cheeevetatteeetneanttatesrernrran ORI < | X ] $(0.2)

Pension plan assets (plan assets) are invested in & mix of equity and fixed income securities. The company’s investment
objective is to obtain above-average returns while minimizing volatility of expected retums over the long term. The company's
steategy is to hire proven managers and allocate assets to reflect a mix of investment 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 plen
ammmymuMMMwmmmmmmm&mymm
equity securities are expected to outperform fixed income securities.

Targes Actusl Aliccation, End of Year

Asset Category Allocation 2009 2008
i sac?
Equity securities .. ......c.cioviiiiinnnnn PN hrseerraereetiienns cereaees  55-65% 66% 56%
Fixed income SeCUTItBS ... ... ...iiiriiinnrinininirerarneiaesesacsancrsenascnns 35-45% % 44%
ad =
Total .........0cenen Cereeereeens Creetetreretatittetaratirtanenos 100% 100%
3 L}

The company reviews the plan’s asset allocation periodically and re-balances the investment mix to maximize asset returns,
optimize the matching of investment yields with the plan’s expected benefit obligations, and minimize pension cost.

The Plan’s investments are held by a trust fund administered by JP Morgan. JP Morgan measures fair value using the
procedures set forth below for all investments. When available, JP Morgan uses quoted market prices on investments traded on an
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exchange to determine fair value and classifies such items as Level 1. In some cases where a market exchange price is available,
but the investments are traded in a secondary market, JP Morgan makes use of acceptable practical expedients to calculate fair
value, and the company classifies these items as Level 2.

If abservable transactions and other market data are not available, fair value is based upon third party developed models that
use, when available, current market-based or independently-sourced market parameters such as interest rates, currency rates or
option volatilities. Items valued using third party generated models are classified acconding to the lowest level input or value driver
Mmofm%ﬁammmvdm' Thus, an item may be classified as Level 3 cven though thers may be significant inputs that
are .

The following table sets forth by level within the fair value hierarchy the Plan’s investments as of Dec. 31, 2009. As required
by the fair value accounting standards, the investments are classified in their entirety based on the lowest level of input that is
significant to the fair value measurement. The Plan’s assessment of the significance of a particolar input to the fair vatue
measurement requires judgment, and may affect the valuation of fair value assets and liabilitics and their placement within the fair
value hicrarchy levels. For cash equivalents, the cost approach was used in determining fair value. For bonds and U.S. government
agencies, the income approach was used. For other investments, the market approach was used.

At Fulr Vaine ss of Dec. 31, 2009
(wiltions) Level { Level 3 Level 3 Total
N CBE .. ... iiiiiiiieineciacennerrssaraasenasannsnsrovaannncnsns $ 372 $ — $— $ 372
Cashequivalents ...........cciiiviniiuiernnrienacronncensonanacansns — 106 —_ 10.6
Eaui s
Common stockS .......coiuimeerariernosencossonirsnnncsssnannns 94.1 — —_— 94.1
Preferrod St0CKSE . ... ...ttt ittt annanan _— 1.0 — 1.0
American depository receipt (ADR) .......cociiiiiiiiiinineanncnans 7.1 1.1 - 82
Real estate investment trust (REIT) ... ... ovvinincrercarsvanenarsonns 1.1 e e 1.1
i T — 228 —_ 28
Mutual famd . ....coiint ittt ettt n e r it e e e 1272 — — 127.2
Total equity seCUritiens ..........vveiennnrareinrareresseresrrosssasons 229.5 249 —_— 2544
Fixed income securities
Municipal Bomds . .......ooiii i i e 0.7 32 — 39
Government DODAS .. .. ... ot iiiiieci ittt ibse st o 215 — 215
Corporate bonds ........... Cerhseraseeenuasiteteararrtecattronns e 4.3 — 24.3
Mortgage back securities (MBS) ............... e reatuvneereenreaen — 257 — 257
Asset backed securities (ABS) ................. feereasvrneentasannn e 0.7 — 0.7
Colisteralized mortgage obligation/Real estate mortgage investment conduit
({CMO/REMIC) ..... rreeaeaes v everairaresratrenrsrnnannns —_ 39 —_— 39
Motualfund ........ccovviinnnnnnannns ettevivairacenrreannaans _— 09 — 0.9
Total fixed incOme S6CUNIteS ... ....oivininnrernnncaneersoeaceansasnns 0.7 s(gg — 86.§)
Options ...... L Y e ) e .
MiscellaneouS . ..o vovreravnronrecrnsrancccsnses Ceeerasevestaceerns .. — 0.1 —_ 0.1
Total ...... ot e esreaesasoverennarauuraceatnrrannnattastenonrarares $2674 $121.5 — $388.9
RS SE— £} TN

+ Net cash represents cash, net accounts receivables and accounts payables.
+ Cash equivalents are valued using cost due to their short term nature. Additionally, cash equivalents are backed by 102%
collateral.

* The primary pricing inputs in determining the fair value of the Level 1 assets, excluding the mutual fund, are quoted
prices in active markets. '

» The primary pricing inputs in determining the fair value of Level 2 preferred stock and ADR are prices of similar
securities and benchmark quotes. ,

¢ The commingled fund invests primarily in international equity securities, normally excluding securities issued in the
U.S., with large- and mid-market capitalizations. The fund may invest in “value” or “growth™ securities and is not limited
10 a particular investment style, The fund is valued using the net asset value (NAV), as determined by the fund’s trustee
in accordance with U.S. GAAP, at year end. For redemption, written notice of the amount to be withdrawn must be given
no later than 4:00 p.m. castern standard time.
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* The primary pricing input in determining the Level 1 mutual fund is the mutual fund's NAV. The Level 1 mutual fund is
an open-ended mutual fund and the NAV is validated with purchases and sales at NAV, making this a Level 1 asset.

¢ The primary pricing inputs in determining the fair value Level 2 municipal bonds are benchmark yields, historical
spreads, sector curves, rating updates, and prepayment schedules. The primary pricing inputs in determining the fair
value of govemnment bonds are the U.S. treasury curve, CPL, and broker quotes, if available. The primary pricing inputs
in determining the fair value of corporate bonds are the U.S. treasury curve, buse spreads, YTM, and benchmark quotes.
Asset backed securities (ABS) and coliateralized mortgage obligations (CMO) are priced using TBA prices, treasury
curves, swap curves, cash flow information, and bids and offers as inputs. Mortgage backed securities (MBS) are priced
using TBA prices, treasury curves, average lives, spreads, and cash flow information.

¢ The primary pricing input in determining the fuir value of the Level 2 mutual fund is its NAV at year end. Shares may be
purchased at the NAV without sales charges or other fees. Since this mutual fund is a private fund, it is a Level 2 asset.
The fund invests primarily in emerging market fixed income securities. For redemption, written notice of the amount to
be withdrawn must be given no later than 4:00 p.m. eastem standard time. Redemption proceeds will normally be
received within three business days.

¢ Level 2 options are valued using the bid-ask spread and the last price.
There were no assets classified as level 3 assets in 2008 or 2009.

Other Postretirement Benefit Plan Assets
There are no assets ssociated with TECO Energy’s other postretirement benefits plan.

Contributions

TECO Energy’s policy is to fund the qualified pension plan at or above amounts determined by its actuaries to meet ERISA
guidelines for minimum annual contributions and minimize PRGC premiums paid by the plan. TECO Energy contributed $6.7
million to this plan in 2009 and $11.7 million in 2008, which met the minimum funding requirements for both 2009 and 2008,
Tampa Electric Company's portion of the contribution in 2009 and 2008 was $6.1 million and $9.5 million, respectively. TECO
Energy plans to contribute the minimum required contribution of $19.5 million in 2010 with potential additional contributions of
$20 - $28 million to maintain certain funding thresholds. Tampa Electric Company's portion of the 2010 minimum required
contribution is $15.9 million. TECO Energy estimates annual contributions to range from $25 — $90 million per year in 2011 to
2014 based on current assumptions. Tampa Electric Company's portion of the contributions range from $20 — $73 million per year
in 2011 to 2014.

The SERP is funded annuaily to meet the benefit obligations. The company made contributions of $1.5 million and $4.2
million to this plan in 2009 and 2008, respectively. In 2010, the company expects to make a contribution of about $8.4 million to
this plan.

The other postretirement benefits are funded annually to meet benefit obligations. The company’s contribution toward health
care coverage for most employees who retired after the age of 55 between Jan. 1, 1990 and Jun. 30, 2001 is limited to a defined
dollar benefit based on service. The company contribution toward pre-65 and post-65 health care coverage for most
retiring on or after Jul. 1, 2001 is limited to a defined dollar benefit based on an age and service schedule. In 2010, the company
expects to make & contribution of about $14.0 million. Tampa Electric Company's portion of the expected contribution is $11.0
million.
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Benefit Psyments
The following benefit payments, which refiect expected future service, as appropriate, are expected to be paid:

Expected Banaiit Paymente-—-TECO Conselidated

(inchuding prajected service aad nt of contributions) Other Postretirement Beunclits

Pesslon Expected Foderal

Expected benefit payments (millions): Bemettts Grom Subeidy
1. 1 O U $ 527 %152 $ (1.2)
43 R A $ 494 3164 $ (149
3 2 P $ 500 $17.3 $ (15
17 c $ 504 3179 $
.13 L L $ 513 3180 $ (18
) B 1 ] L $273.6 $929 $(11.0)

Defined Contribution Plan
The company has a defined contribution savings plan covering auhm:llyallmbyeuof'rﬁcoawgynﬁm

substdiuiet(theﬂmplom)tmmpuﬁmpmwuveapamof compensation up to the limits allowed by IRS
guidelines. The company and its subsidiaries match up to 6% of the participant’s payroll savings deductions. Effective in July
2004, employer matching contributions were 30% of eligible participant contributions with additional incentive match of up to
m&eummmmmm@mw&mmmyﬁmmmmmzm.
employer matching contributions were changed to 50% of eligible participant contributions, with an additional incentive match of
up to 50%. For the years ended Dec. 31, 2009, 2008 and 2007, the company and its subsidiaries recognized expense totaling $8.1
million, $7.1 million and $8.6 million, respectively, related to the matching contributions made to this plan. Tampa Electric
Company's portion of expense totaled $6.5 miltion, $5.1 million and $3.8 million for 2009, 2008, and 2007, respectively.

6. Short-Term Debt
At Dec. 31, 2009 and 2008, the following credit facilities and related borrowings existed:

Credit Facilities
Dee. 31, 2009 Dee, 31, 2008
Crodit Crodit Crodit
) O S, SO R Sy, o8
Recourse:
Tampa Electric Company:

Syearfacility ...l $3250 $550 $07 $3250 $— $14

I-year accounts receivable facility ......... 150.0 — — 150.0 29.0 —_—
TotRl .. .oviiicncecsnransonsssarsoensssnncnsnas $4750 5550 $0.7 $475.0 $290 4

- b ——— SRR I mpesEy

(1) Borowings outstandding are reported a1 notes puyshie.

At Dec, 31, 2009, these credit facilities require commitment fees ranging from 7.0 — 125.0 basis points (see Note 17). The
weighted average interest rate on outstanding notes payable at Dec. 31, 2009 and 2008 was 0.64% and 2.13%, respectively.

Tampa Electric Company Accounts Receivable Facility

On Dec. 16, 2009, Tampa Electric Company and TEC Receivables Corp. (TRC), a wholly-owned subsidiary of Tampa
Electric Company, amended their $150 million accounts receivable collateralized borrowing facility, entering into Amendment
No. 7 to the Loan and Servicing Agreement with certain lenders named therein and Citicorp North America, Inc. as Program
Agent. The amendment extends the maturity date to Mar. 17, 2010. Please refer to Nots 17 for additional information,
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7. Common Stock
Tampa Electric Company is s wholly-owned subsidiary of TECO Energy, Inc.
Common Stock
MEM} Shaves  Amount Qﬂn Totml
Balance Dec. 31, 2000 . ... ...t it ittt ureinannas 10 $1,8024 $-— $1,8024
Balance Dec. 31, 2008 ) L ... . i ittt ittt rea e e raas 10 $1,8024 $-— 81,8024

{1) TEOO Energy, Inc. made equity contributions t0 Tampa Electric of $292.0 million in 2008 w0 needs associated with jon and
sapport capital generstion expansion

8.  Commitments and Contingencies

Legnl Contingencles

From time to time, Tampa Electric Company is involved in various other legal, tax and regulatory proceedings before various
courts, regulatory commissions and governmental agencies in the ordinary course of its business. Where appropriate, accruals are
made in accordance with guidance for accounting for contingencies, to provide for matters that are probeble of resulting in an
estimable, material loss. While the outcome of such proceedings is uncertain, management does not belisve that their ultimate
resolution will have a material adverse effect on the company's results of operations or financial condition.

Superfand and Former Manufactured Gas Plant Sites

Tampa Electric Company, through its Tampa Electric and Peoples Gas divisions, is a potentially responsible party (PRP) for
certain superfund sites and, through its Peoples Gas division, for 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. 31, 2009, Tampa Electric
Companymmmmwmmuwswomwmhmmmmmm
company’s financial statements. This amount is higher than prior estimates to reflect a 2009 study for the costs of remediation
primarily related to one site. 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 represeat only the estimated portioa 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 governmental agencies. The estimates
are made in current dollars, are rot discounted and do not assume any insurance recoveries,

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

Factors that could impact these estimates include the ability of other PRPs to pay their pro-rata portion of the cleanup costs,
additional testing and investigation which could expand the scope of the cleanup activitics, additional lisbility that might arise from
the cleanup activities themselves or changes in laws or regulations that could require additional remedistion, These costs are
recoversble through customer rates established in subsequent base rate proceedings.

Long-Term Commitments .

Tampa Electric Company has commitments under long-term leases, primarily for building space, capacity payments, office
equipment and heavy equipment. Total rental expense included in the Consolidated Statements of Income for the years ended Dec.
31, 2009, 2008 and 2007 was $2.3 million, $2.0 million and $1.9 million, respectively.
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The following table is a schedule of future minimum jease payments at Dec. 31, 2009 for all leases with non-cancelable lease
terms in exceas of ope year:

Future Minimum Lease Payments
o,
(millions) Payments 0 Totnl
—
Year ended Dec. 31:
2000 ... et eatreubee et e e taanar et e rnsan $ 86 $25 $111
1 ) 5 88 22 110
- 1. by 2 . 920 2.1 111
1) . S s resaeraetsaroacnianans feerateaeneasaes 9.1 22 113
. 1. L 93 22 11.5
Thereafter ...... tecerreneessasaranes Ceeeareaaaes Fesesacrrsricarsotraraans 39.2 212 60.4
Total future minimum lease te
PAYIDENE . ..ot ivvuviiairtenarcraasarsaerorsnaonnaansn $84.0 $324 $1164
— —— R —

(1) This schodule includes the fixed capacity paymonts required under a capacity and tolling agreement of Tamps Electric which commenced Jan 1, 2009. In
accordancs with sccounting stsndards for mTangements that may contain s lease, the company evaluated the agreement and conciuded based on the criteria chat
the sgreement met the lexss definition. Prudently incurred capacity paymems are rocoverable under an FPSC-approved cost recovery clanse (See Note 33

Guarsatees and Letters of Credit

Tampa Electric Company accounts for guarantees in accordance with the applicable accounting standards. Upon issuance or
modification of a guarantee the company determines if the obligation is subject to either or both of the following:

+ Initial recognition and initial measuremeant of a liability; and/or
¢ Disclosure of specific details of the guarantee.
Generally, guarantees of the performance of a third party or gusrantees that are based on an underlying (where such a

guarantee is not & derivative) are likely to be subject to the recognition and measurement, as well as the disclosure provisions. Such
guarantees must initially be recorded at fair value, as determined in accordance with the interpretation.

Altematively, gusrantees between and on behalf of entities under common control or that are similar to product warranties are
subjoct 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. At Dec. 31, 2009, TECO Energy had provided a $20.0 million foel purchase guarantee and a $0.2 million
letter of credit on behalf of Tampa Electric Company.

At Dec. 31, 2009, Tampa Electric Company was not obligated under guarantees, but had $0.7 million of letters of credit

Q

Latters of Credit -Tampa Electric Company

asillions) WW
L-sqmpm-mq& 2010 2011-20i4 ﬁ Totl _ atDec. 31,
Tampa Elsctric

Lettersof credit .. .......... feeeanas Cereenntanayn fereteveneons $ $— 30.7 $0.7 —
Total ..........o00venen teserirsenaes Cetenarereseeiatanenas R $— $0.7 $0.7 $

— R— - T—

Financial Covenants

mmmmmmmmrmwcmmwmmwmsmmm
applicable In addition, Tampa Electric Company has certain restrictive covenants in specific agreements and debt
instruments. At Dec, 31, 2009, Tampa Electric Compsny was in compliance with applicable financial covenants
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9. Related Party Transactions

mmm.TmHmw;ﬁwywmmmwdwﬂmdﬁmW TECO Transport, for
integrated waterborne fuel transportation services effective Jan. 1, 2004. The contract catled for inland river and ocean
transportation along with river terminal storage and blending sexvices for up to 5.5 million tons of coal annually through 2008, In
December 2007, TECO Energy sold TECO Transport to an unaffilisted party.

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

Net transactions with affiliates:

(millions) 2000 1008 2007
Fuel and interchange related, Bet B} . .. ... ... i i ittt e rrtaaa et i, $— $— 3932
Administrative and genersl, DeE . ... .. i it e crie it et e i aateraanas $198 $21.0 $19¢6
Amounts due from or to affiliates of the company at Dec. 31,

(illiom) EL ]

Accounts receivable (1 L ... . it it iiia et i Ceeeenrataererenneeneas $2.7 $18

Accounts paysble (1) | . .. ... i i it it i e ir et et e rtt ittt aeararanetaat e traas $65 $69

(I) Accounts receivable and accounts payable were incurred in the ordinsry course of business and do not bear interest,
(2) Amousis related to the transpostation, transfer and storage of coal by TECO Tranaport.

Tampa Electric Company had certain transactions, in the ordinary course of business, with entities in which directors of
Tampa Electric Company had interests. Tampa Electric Company paid legal fees of $1.6 million, $1.9 million and $1.3 million for
the years ended Dec. 31, 2009, 2008 and 2007, respectively, to Ausley McMullen, P.A. of which Mr. Ausley (a director of Tampa
Electric Company) is an employee.

10, Segment Information

Tampa Electric Company is a public utility operating within the state of Florida. Through its Tampa Electric division, it is
engaged in the generation, purchase, transmission, distribution and sale of electric energy to almost 667,000 customers in West
Central Florida. Its Peoples Gas System division is engaged in the purchase, distribution and marketing of natural gas for more
than 334,000 residential, commercial, industrial and electric power generation customers in the state of Florida.

Segment Information

Tamps Othor & Elocoric
(i) e T e T
2005
Revenues—outsiders ................... e eaneererrarreceraosanans $2,193.5 $4556 § — $2,649.1
Revenues—affiliates ..................... e teteterearartaeanbars 1.3 152 {15.7) 0.8
Totalrevenues ......... tensresesaevnne Ceterateresrectanenaas 21948 4708 €18.7) 2,649.9
Deprecistion and amortization ................ N 2004 442 - 244.6
Restructuring charges ........ Crvesderierireenss Ceraaes Cereeienes . 184 47 — 23.1
Total interst CHAIGES . ......cvvcvrirrnnierreenrvnensonsons Cerravne 1162 187 — 1349
Provision fortaxes ............... Cheserateriarseos Cheveesanesaon . 984 133 e 1117
Netincome ...... Ceirerecseenas feeeesaans teeeraeaes ceenans vieens $ 1602 $319 § — $ 1921
TOtAl ARSEEE . ... ..ovvnrnntionicirttaresecitaonttcettatsaroarenne 54575 8260 o 6,273.8
Capital expenditures ........ Carertcareserias et eetrerertsracaaes $ 5330 $55 §$ — $ 5838
2008 '
Revenues—outsiders ........ N Cerrxerreseresenan . $2,0898 36834 § — $2,7782
Revenues—affiliates ........... reseressiansenan heveerreeraaeana 1.4 i {0.5) 0.9
TOtAl TEVEDULS .. ...ciuiiiuciinuneroiocsanstscensrscssanasans 20912 6884 ©.5) 2,779.1
Depreciation and amortization ..........cciviieiiiiiiiannes sereasene 1856 419 — 2215
Total interest ChAIZes .. ...ovvvrcnrniennnns resiaeranens 1147 182 ©0.2) 1327
Provision fortaxes ........coevvavceeananons Ceeereratacteienaisans 8l9 173 —_— 99.2
Netincome .....ocovievnniarennocacsnsosaonns feretereranancnanas $ 1356 $271 § — $ 1627
Total agsets . ...... Cerrieecenns reeres Cecrsisteriinans Cereieranans 52947 8234 9.5) 6,108.6
Capital expenditures ............ et it eiseaeseeearestsanaarsaaeey $ 4797 $690 § — $ 5487
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= P L

(millions}
2007

: szenms-—om:idm Chaaenaane Chreraeas Ceteeieneeseasasarrennenne $2,186.6 $599.7 $— $2,786.3
Revenues—affiliates ...........c.oo00.., b veddiierecraaaas Ceeceen 1.8 o 0.6) 1.2
Tqul TOVERULS ... .ivucineeeccatocinancnaosnnnsasenssasnnnnnn 2,1884 5997 ©0.6) 27875
Depreciation and amortization . ... .. Cnsncssasccessaracartasenaranonss 1786 401 — 218.7
Total Interest ChAIBES .. .....vvivriuiiennioeenesncnreronronenes .. 1122 17.1 ©.1) 129.2
PrOVISION FOr tBXES .. ...ivneeriiiniiaeneeaireccncseserensnnsasans 85.2 164 — 1016
Netincome .................. e veeneiteataeeaentea e $ 1503 § 265 $— $ 1768
TOIRl ASSELE ... .vovvviciincncrencnecnnnanne Ceteeneacttececncaanan 46725 7543 1.5 54193
Capital expenditures ............cccociivvienn teetreceaiananranaen $ 3738 $492 S$S— $ 4230

1L A“RMONW

‘ampa Electric Company accounts for asset retirement obligations under applicable acconnting standards. An asset retirement
obhgm(ARO)faulmg—livedmumommduﬁrvﬂmnmeup&nof&enbhpﬁmﬂ&uem.hplobﬁmmm
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 resuit 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 estimated future value. The corresponding amount capitalized at inception is depreciated over
the remaining useful life of the asset, The liability must be revalued each period based on current market prices.

For the year ended Dec. 31, 2008, increased cost of removal of materisls used in the generation and transmission of electricity
resulted in a $1.7 million estimated cash flow revision at Tampa Electric Company.

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

Dee, 31,
e e
Beginning Balance ........c.o0vviiivnennan Cereeraenane Cetesetessinasiiianana Cererecseeitaenaanas $30.0 $27.1
"

Revisions to estimated cash flows ........ Cevreeitescnnannaa O 1.7
Lo - L feeesecaserstasennss f e venateceterincaaaatannan 5 1.2

——
EndingBalance .............cco0ns Cheeseaeaenanaaas e teaeatecatacietraee aaarannn Ceereenen .. 3315 $300

(1) Accretion recorded as & deferred azset.

As regulated utilities, Tampa Electric and PGS must file deprecistion and dismantlement studies periodically and receive
approval from the FPSC before implementing new Mmhﬂu&dhwﬂ&mnﬁmmhmmw
net salvage factor or & cost of removal factor, expressed as a percentage. The net salvage factor is principally comprised of
components—a salvage factor and a cost of removal or dismantiement factor. TmMcCompmymmmof
removal or dismantlement factors as part of the estimation method to approximate the amount of cost of removal in accumulsted

fenreciati

12. Accounting for Derivative Instruments and Hedging Activities
From time to time, Tampa Electric Company enters into futures, forwards, swaps and option contracts for the following
purposes:
* To limit the exposure to price fluctuations for physical purchases and sales of natural gas in the course of normal
operations; and
* To limit the exposure to interest rate fluctuations on debt securities.

Tampa Electric Company uses derivatives only to reduce normal operating and market risks, not for purposes.
Tampa Electric Company’ smmyobjewvemwudanvmummfwmmabdnmuwmmemmd
market price volatility on ratepayers.
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549
FORM 10-Q
[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended June 30, 2010
OR
[1] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to
Exact name of each Registrant as specified in LR.S. Employer
Commission its charter, state of incorporation, address of Identification
File No. principal executive offices, telephone number Number
1.3180 TECO ENERGY, INC. 59.2052286
(a Florida corporation)
TECO Plaza ,

702 N. Franklin Street
Tampa, Florida 33602
(813) 228-1111

1-5007 TAMPA ELECTRIC COMPANY 59.0475140
(a Florida corporation)
TECO Plaza
702 N. Franklin Street
Tampa, Florida 33602
{813)228-1111

Indicate by check mark whether the registrants (1) have filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to
file such reports), and (2) have been subject to such filing requirements for the past 90 days.

‘ YES [X] NO []

Indicate by check mark whether the registrants have submitted electronically and posted on their corporate Web site, if any,
every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12
months (or for such shorter period that the registrants were required to submit and post such files).

YES [X] NO [ ]

Indicate by check mark whether TECO Energy, Inc. is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a
smaller reporting company. See the definitions of “large accelerated filer”, “accelerated filer” and “smaller reporting company™
in Rule 12b-2 of the Exchange Act.

Large accelerated filer [X] Accelerated filer [ ] Non-accelerated filer [ ] Smaller reporting company [ ]
Indicate by check mark whether Tampa Electric Company is a large accelerated filer, an accelerated filer, a non-accelerated
filer, or a smaller reporting company. See the definitions of “large accelerated filer”, “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer [ ] Accelerated filer [ ]  Non-accelerated filer [X] Smaller reporting company | ]

Indicate by check mark whether TECO Energy, Inc. is a shell company (as defined in Rule 12b-2 of the Exchange Act).
YES [] NO [X]
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Indicate by check mark whether Tampa Electric Company is a shell company (as defined in Rule 12b-2 of the Exchange Act).
YES [} NO [X]

The number of shares of TECO Energy, Inc.’s common stock outstanding as of Jul. 29, 2010 was 214,589,531. AsofJul. 29,2010,

there were 10 shares of Tampa Electric Company’s common stock issued and outstanding, all of which were held, beneficially and
of record, by TECO Energy, Inc.

Tampa Electric Company meets the conditions set forth in General Instruction (H) (1) (a) and (b) of Form 10-Q and is therefore
filing this form with the reduced disclosure format,

This combined Form 10-Q represents separate filings by TECO Energy, Inc. and Tampa Electric Company. Information contained
herein relating to an individual registrant is filed by that registrant on its own behalf. Each registrant makes representations only as
to information relating to itself and its subsidiaries.

Page 1 of 62
Index to Exhibits appears on page 59.
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PART1. FIN IAL INFORMATION

Item 1. CONSOQLIDATED CONDENSED FINANCIAL STATEMENTS

TECO ENERGY, INC.

In the opinion of management, the unaudited consolidated condensed financial statements include all adjustments that are of a
recurring nature and necessary to state fairly the financial position of TECO Energy, Inc. and subsidiaries as of Jun. 30,2010 and Dec.
31, 2009, and the results of their operations and cash flows for the periods ended Jun. 30, 2010 and 2009. The financial statements for
the periods ended Jun. 30, 2010 include the financial position, results of operations and cash flows for two power generation projects
in Guatemala, previously reflected as unconsolidated affiliates, that were reconsolidated effective Jan. 1, 2010 in accordance with new
accounting guidance. The results of operations for the three month and six month periods ended Jun. 30, 2010 are not necessarily
indicative of the results that can be expected for the entire fiscal year ending Dec. 31, 2010. References should be made to the
explanatory notes affecting the consolidated financial statements contained in TECO Energy, Inc.’s Annual Report on Form 10-K for
the year ended Dec. 31, 2009 and to the notes on pages 9 through 29 of this report.

INDEX TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS

Page

No.

" Consolidated Condensed Balance Sheets, Jun. 30, 2010 and Dec. 31, 2009 - ' S 34

Consolidated Condensed Statements of Income for the three month and six month periods ended

Jun. 30, 2010 and 2009 5-6
Consolidated Condensed Statements of Comprehensive Income for the three month and six month periods ended

Jun. 30, 2010 and 2009 7

Consolidated Condensed Statements of Cash Flows for the six month periods ended Jun. 30, 2010 and 2009 8

Notes to Consolidated Condensed Financial Statements 9-29
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TECO ENERGY, INC.
Consolidated Condensed Balance Sheets
Unandited
Assets Jun. 30, Dec. 31,
(millions, except for share amounts) 2010 2009
Current assets
Cash and cash equivalents $97.8 $46.0
Short-term investments 00 0.8
Receivables, less allowance for uncollectibles of $3.6 and
$3.0 at Jun. 30, 2010 and Dec. 31, 2009, respectively 3595 2774
Inventories, at average cost
Fuel : 166.2 124.3
Materials and supplies 76.9 65.7
Current derivative asset 0.5 08
Current regulatory assets 84.0 1092
Prepayments and other current assets 300 25.7
Income tax receivables 2.1 1.7
Total current assets 817.0 651.6
Property, plant and equipment
Utility plant in service
Electxic ( ) ) 6,490.3 6,079.5
Gas 1,030.5 10172
Construction work in progress 239.0 304.5
Other property 3889 377.2
Property, plant and equipment ) ‘ 8,148.7 77184
Accumulated depreciation (2,366.0) (2,234.3)
Total property, plant and equipment, net 5,782.7 5,544.1
Other assets
Deferred income taxes 1507 22217
Long-term regulatory assets 330.6 3356
Long-term derivative assets 0.0 02
Investment in unconsolidated affiliates 1453 279.3
Goodwill ) 59.4 594
Deferred charges and other assets 141.8 126.6
Total other assets 827.8 1,023.8
Total assets $7.4217.5 $7,219.5
E “

The accompanying notes are an integral part of the consolidated condensed financial statements.
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TECO ENERGY, INC.
Consolidated Condensed Balance Sheets - continued
Unaudited
Liabilities and Capital Jun. 30, Dec. 31,
{millions, except for share amounts) 2010 2009
Current Habilities
Long-term debt due within one year
Recourse $674 $106.5
Non-recourse 10.0 14
Notes payable 710 55.0
Accounts payable 266.7 2514
Customer deposits 154.1 151.2
Current regulatory liabilities 71.1 854
Current derivative liabilities 38.0 340
Interest accrued 52.3 453
Taxes accrued 50.2 20.5
Other current lisbilities 17.4 20.6
Total current liabilities 804.2 771.3
Other liabilities
Investment tax credits 10.6 10.8
Long-term regulatory liabilities ) 612.1 602.6
Long-term derivative liabilities 49 36
Deferred credits and other liabilities 5396 544.2
. Long-term debt, less amount due within one year S S L L
Recourse 3,279.0 ) 3,1954
Non-recourse 39.6 6.2
Total other liabilities 4,485.8 4.362.8
Commitments and contingencies (see Note 10)
Capital
Common equity (400.0 million shares authorized; par value $1; 214.6 million and 213.9
million shares outstanding at Jun. 30, 2010 and Dec. 31, 2009, respectively) 214.6 213.9
Additional paid in capital 1,5334 1,530.8
Retained earnings : : 410.3 365.7
Accumulated other comprehensive loss (21.4) (25.0)
TECO Energy Stockholders’ Equity 2,136.9 2,085.4
Noncontrolling Interest 0.6 0.0
— Total equity 2,137.5 2,085.4
Total Habilities and capital $7.427.5 $7.219.5
S O

The accompanying notes are an integral part of the consolidated condensed financial statements.
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TECO ENERGY, INC.
Consolidated Condensed Statements of Income
Unandited
Three months ended Jun. 30,
(millions, except per share amounts) 2010 2009
Revenues
Regulated electric and gas (includes franchise fees and gross receipts
taxes of $28.1 in 2010 and $28.2 in 2009) $665.2 $662.9
Unregulated 12336 162.3
Total revenues 898.8 825.2
Expenses
Regulated operations
Fuel 1854 2255
Purchased power 49.1 56.1
Cost of natural gas sold 594 50.9
Other 96.5 81.0
Operation other expense
Mining related costs 137.6 110.9
Guatemalan power generation 17.7 3.2
Other 15 1.1
Maintenance 478 46.2
Depreciation and amortization 779 71.3
Taxes, other than income - ' . . 56.0 55.9
Total expenses 728.9 702.1
Income from operations 169.9 123.1
Allowance for other funds used during construction 0.3 2.5
Other income 22 6.1
Loss on debt extinguishment (6.6) 0.0
Income from equity investments 4.2 12.9
Total other income 0.1 21.5
Interest charges
Interest expense 584 574
Allowance for borrowed funds used during construction 0.2) (1.0)
Total interest charges 58.2 564
Income before provision for income taxes 111.8 88.2
Provision for income taxes 36.1. 273
Net income 75.7 60.9
Less: Net income attributable to noncontrolling interest (0.2) 0.0
Net income attributable toc TECO M $75.5 $60.9
Average common shares outstanding - Basic 2125 2117
- Diluted 214.7 212.5
Earnings per share attributable to TECO Energy - Basic $0.35 $0.29
- Diluted $0.35 $0.29
Dividends paid per common share outstanding $0.205 $0.200

The accompanying notes are an integral part of the consolidated condensed financial statements.
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TECO ENERGY, INC.
Consolidated Condensed Statements of Income
~ Unsaudited
Six months ended Jun. 30,
(millions, except per share amounts) 2010 2009
Revenues
Regulated electric and gas (includes franchise fees and gross receipts
taxes of $59.0 in 2010 and $58.3 in 2009) $1,371.7  $1,316.7
Unregulated 439.4 3325
Total revenues 1,811.1 1,649.2
Expenses
Regulated operations
Fuel 3494 4542
Purchased power , 106.3 98.3
Cost of natural gas sold 1754 139.2
Other 1844 158.0
Operation other expense
Mining related costs 255.2 2294
Guatemalan power generation 329 6.3
Other 31 2.1
Maintenance 92.5 98.6
Depreciation and amortization 1549 141.0
Restructuring charges , , 15 00
Taxes, other than income 116.7 116.3
Total expenses 1,472.3 1,443.4
Income from operations 338.8 205.8
Other income (expense)
Allowance for other funds used during construction 1.3 58
Other income 56 20.1
Loss on debt extinguishment (3.0 00
Income from equity investments 6.9 21.7
Total other income (19.2) 47.6
Interest charges
Interest expense 1183 115.0
Allowance for borrowed funds used during construction (0.8) (2.3)
Total interest charges 117.5 112.7
Income before provision for income taxes 202.1 140.7
Provision for income taxes 704 45.1
Net income 131.7 95.6
Less: Net income attributable to noncontrolling interest 0.4) 0.0
Net income attributable to TECO M $131.3 $95.6
Average common shares outstanding — Basic 2124 2116
— Diluted 214.5 2123
Earnings per share attributable to TECO Energy - Basic $0.61 $045
- Diluted $0.61 $0.45
Dividends paid per common share outstanding $0.405 $0.400

The accompanying notes are an integral part of the consolidated condensed financial statements.
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TECO ENERGY, INC.
Consolidated Condensed Statements of Comprehensive Income
Unaudited
Three months ended Jun. 30,  Six months ended Jun. 30,

(millions) 2010 2009 2010 2009
Net income $75.7 $60.9 $131.7 $95.6

Other comprehensive income (loss), net of tax
Net unrealized (loss) gains on cash flow hedges ©04) 8.1 04 10.5
Amortization of unrecognized benefit costs and other 05 0.4 2.3 0.7
Recognized benefit costs due to settlement 0.0 0.0 0.9 0.0
Reclassification to earnings - loss on available-for-sale securities 0.0 0.0 0.0 1.7
Other comprehensive (loss) income, net of tax 0.1 8.5 3.6 12.9
Comprehensive income 75.8 69.4 135.3 108.5
Comprehensive income attributable to noncontrolling interests 0.2) 0.0 0.4) 0.0
C income sttributable to TECO Inc. $75.6 $69.4 $134.9 $108.5

The accompanying notes are an integral part of the consolidated condensed financial statements.
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TECO ENERGY, INC.
Consolidated Condensed Statements of Cash Flows
Unaudited
Six months ended Jun. 30,
(millions) 2010 2009
Cash flows from operating actlvities
Net income $13L7 $95.6
Adjustments to reconcile net income to net cash from operating activities:
Depreciation and amortization 154.9 141.0
Deferred income taxes 72.6 455
Investment tax credits, net {0.2) ©0.2)
Altowance for funds used during construction (1.3) (5.8)
Non-cash stock compensation 34 47
Gain on sale of busincss/assets, pretax 0.6) (18.6)
Non-cash debt extinguishment, pretax 0.9 00
Equity in carnings of unconsolidated affiliates, net of cash distributions on earnings 1.2 03
Deferred recovery clauses 129 833
Receivables, less allowance for uncollectibles (70.0) (238)
Inventories (36.9) @14)
Prepayments and other current assets 2.8) 0.7
Taxes accrued 212 272
Interest accrued 39 3.0
Accounts payable 394 9.6)
Other (6.3) 32.1
Cash flows from operating activities - 327.6 3280
Cash flows from investing activites
Capital expenditures ‘ 275.1) (361.8)
Allowance for funds used during construction L o . o o 1.3 58
Net proceeds from sale of business/assets 0.9 29.2
Net cash increase from consolidation 241 0.0
Restricted cash 0.0 02
Contributions to unconsolidated affiliates (1.3) 00
Other investments 0.8 9.7
Cash flows used in investing activities (249.3) (322.9)
Cash flows from financing activities
Dividends (86.7) (85.3)
Proceeds from the sale of common stock 30 24
Proceeds from long-term debt 5435 0.0
Repayment of long-term debt/Purchase in licu of redemption (507.6) (1.4)
Dividend to noncontrolling interest (e 0.0
Net increase in short-term debt 220 95.0
Cash flows (used in) from financing activities (26.5) 10.7
Net increase in cash and cash equivalents 51.8 158
Cash and cash equivalents at beginuing of period 46.0 12.2
Cash and cash ﬂﬁnlenu at end of period — $97.8 $28.0

The accompanying notes are an integral part of the consolidated condensed financial statements.
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TECO ENERGY, INC.
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
UNAUDITED

1. Summary of Significant Accounting Policies
The significant accounting policies for both utility and diversified operations include:

Principles of Consolidation and Basis of Presentation

The consolidated condensed financial statements include the accounts of TECO Energy, Inc., its majority-owned and
controlled subsidiaries, and the accounts of variable interest entities (VIEs) for which it is the primary beneficiary (TECO Energy
or the company). TECO Energy is considered to be the primary beneficiary of VIEs if it has both 1) the power to direct the
activities of a VIE that most significantly impact the entity's economic performance and 2) the obligation to absorb losses of the
entity that could potentially be significant to the VIE or the right to receive benefits from the entity that could potentially be
significant to the VIE. Effective Jan. 1, 2010, amended accounting standards on consolidation resulted in the reconsolidation of
two projects in Guatemala. Prior periods presented in this quarterly report were not restated. (See Note 16.)

All significant intercompany balances and intercompany transactions have been eliminated in consolidation. Generally,
the equity method of accounting is used to account for investments in partnerships or other arrangements in which TECO Energy
is not the primary beneficiary but is able to exert significant influence. In the opinion of management, the unaudited consolidated
condensed financial statements include all adjustments that are of a recurring nature and necessary to state fairly the financial
position of TECO Energy, Inc. and subsidiaries as of Jun. 30, 2010 and Dec. 31, 2009, and the results of operations and cash
flows for the periods ended Jun. 30, 2010 and 2009. The results of operations for the three and six month periods ended Jun. 30,
2010 are not necessarily indicative of the results that can be expected for the entire fiscal year ending Dec. 31, 2010.

The use of estimates is inherent in the preparation of financial statements in accordance with generally accepted
accounting principles (GAAP). Actual results could differ from these estimates. The year-end condensed balance sheet data was
derived from audited financial statements, however this quarterly report on Form 10-Q does not include all year-end disclosures
required for an annual report on Form 10-K by GAAP in the United States of America.

Revenues
As of Jun. 30, 2010 and Dec. 31, 2009, unbilled revenues of $65.6 million and $51.6 million, respectively, are included
in the “Receivables” line item on the Consolidated Condensed Balance Sheets.

Accounting for Franchise Fees and Gross Receipts

The regulated utilities (Tampa Electric and Peoples Gas System (PGS)) are allowed to recover from customers certain
costs incurred through rates approved by the Florida Public Service Commission (FPSC). The amounts included in customers’
bills for franchise fees and gross receipt taxes are included as revenues on the Consolidated Condensed Statements of Income.
These amounts totaled $28.1 million and $59.0 million, respectively, for the three and six months ended Jun. 30, 2010, compared
to $28.2 million and $58.3 million, respectively, for the three and six months ended Jun. 30, 2009. Franchise fees and gross
receipt taxes payable by the regulated utilities are included as an expense on the Consolidated Condensed Statements of Income
in “Taxes, other than income”. These totaled $28.0 million and $58.8 million, respectively, for the three and six months ended
Jun. 30, 2010, compared to $28.2 million and $58.2 million, respectively, for the three and six months ended Jun. 30, 2009.

Purchased Power

Tampa Electric purchases power on a regular basis to meet the needs of its customers. Tampa Electric purchased power
from entities not affiliated with TECO Energy at a cost of $49.1 million and $106.3 million, respectively, for the three and six
months ended Jun. 30, 2010, compared to $56.1 million and $98.3 million, respectively, for the three and six months ended Jun.
30, 2009. Prudently incurred purchased power costs at Tampa Electric have historically been recoverable through FPSC-
approved cost recovery clauses.

Cash Flows Related to Derivatives and Hedging Activities

The company classifies cash inflows and outflows related to derivative and hedging instruments in the appropriate cash
flow sections associated with the item being hedged. In the case of heating oil swaps which are used to mitigate the fluctuations in
the price of diesel fuel, primarily at TECO Coal, the cash inflows and outflows are included in the operating section. For natural
gas, primarily at Tampa Electric and PGS, and ongoing interest rate swaps, the cash inflows and outflows are included in the
operating section. For interest rate swaps that settle coincident with the debt issuance, the cash inflows and outflows are treated as
premiums or discounts and included in the financing section of the Consolidated Condensed Statements of Cash Flows.
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2. New Accounting Pronouncements

Subsequent Events

In February 2010, the Financial Accounting Standards Board (FASB) issued additional guidance related to subsequent
event disclosure. The guidance was effective upon issuance and has no effect on the company’s results of operations, statement of
position or cash flows,

Fair Value Measures and Disclosures

In January 2010, the FASB issued guidance that requires entities to disclose more information regarding the movements
between Levels 1 and 2 of the fair value hierarchy. The guidance was effective for fiscal years that begin after Dec. 15, 2010, and
for interim periods within that year. This guidance will not have any effect on the company's results of operations, statement of
position or cash flows.

3. Regulatory

Tampa Electric’s and PGS's retail businesses are regulated by the FPSC. Tampa Electric also is subject to regulation by
the Federal Energy Regulatory Commission (FERC) under the Public Utility Holding Company Act of 2005 (PUHCA 2005).
However, pursuant to a waiver granted in accordance with the FERC's regulations, TECO Energy is not subject to certain
accounting, record-keeping and reporting requirements prescribed by the FERC's regulations under PUHCA 2005. The
operations of PGS are regulated by the FPSC separately from the regulation of Tampa Electric. The FPSC has jurisdiction over
rates, service, issuance of securities, safety, accounting and depreciation practices and other matters. In general, the FPSC sets
rates at a level that allows utilities such as Tampa Electric and PGS to collect total revenues (revenue requirements) equal to their
cost of providing service, plus a reasonable return on invested capital.

Stipulation with Intervenors - Tampa Electric

As previously reported in the company’s Annual Report on Form 10-K for the period ended Dec. 31, 2009, the FPSC, in
connection with Tampa Electric's 2008 base rate request, approved a $25.7 million increase in base rates effective Jan. 1, 2010
(step increase), subject to refund, for certain capital additions placed in service in 2009,

- Inconnection with the base rate request, the FPSC had rejected the intervenors' arguments that the approved 2010
increase violated the intervenors' due process rights, Florida Statutes or FPSC rules. The intervenors filed an appeal with the
Florida Supreme Court in September 2009 and Tampa Electric opposed this appeal.

In July 2010, Tampa Electric entered into a stipulation with intervenors to resolve all issues related to the 2008 base rate
case including the 2010 step increase, as well as the intervenors’ appeal to the Florida Supreme Court. Under the terms of the
stipulation, the $25.7 million step increase remains in effect for 2010, and Tampa Electric will make a one-time reduction of
$24.0 million to customer’s bills in 2010. Effective Jan. 1, 2011, and for subsequent years, rates of $24.4 million (a $1.3 million
reduction from the $25.7 million in effect for 2010) related to the step increase will be in effect.

The stipulation is subject to final approval by the FPSC, and a vote on this matter is expected in August 2010.

Wholesale and Transmission Rate Cases

In July 2010, Tampa Electric filed wholesale and transmission rate cases with the FERC. Tampa Electric’s last wholesale
requirements rate case was in 1991 and the associated service agreements were approved by the FERC in the mid-1990s. The
transmission rates charged by Tampa Electric were last updated in 2003. The proposed rates, as filed with the FERC, could
become effective, subject to refund, later this year or in the first quarter of 2011, and are not expected to have a material impact
on Tampa Electric’s results.

Storm Damage Cost Recovery

Tampa Electric accrues $8.0 million annually effective May 2009, an increase of $4.0 million from the prior year, toa
FERC-authorized and FPSC-approved self-insured storm damage reserve. This reserve was created after Florida’s investor owned
utilities (IOUs) were unable to obtain transmission and distribution insurance coverage due to destructive acts of nature. Tampa
Electric’s storm reserve was $33.4 million and $29.3 million as of Jun. 30, 2010 and Dec. 31, 2009, respectively.

Regulatory Assets and Liabilities

Tampa Electric and PGS maintain their accounts in accordance with recognized policies of the FPSC. In addition,
Tampa Electric maintains its accounts in accordance with recognized policies prescribed or permitted by the FERC.

Tampa Electric and PGS apply the accounting standards for regulated operations. 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 power, conservation and environmental costs; and the
deferral of costs as regulatory assets to the period that the regulatory agency recognizes them when cost recovery is ordered over
a period longer than a fiscal year.

10
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Details of the regulatory assets and liabilities as of Jun. 30, 2010 and Dec. 31, 2009 are presented in the following table:

Regulatory Assets and Liabilities
Jun. 30, Dec. 31,
(millions) 2010 2009
Regulatory assets:
Regulatory tax asset $ 684 $ 690
Other:
Cost recovery clauses 66.9 894
Postretirement benefit asset 222.8 229.1
Deferred bond refinancing costs 16.1 18.0
Environmental remediation 21.6 212
Competitive rate adjustment 3.0 3.1
Other 15.8 15.0
Total other regulatory assets 346.2 375.8
Total regulatory assets 414.6 444.8
Less: Current portion 84.0 109.2
Long-term ne_gul_altory assets 3 330.6 $ 335.6
Regulatory liabilities:
Regulatory tax liability $ 176 $ 196
Other:
Cost recovery clauses 474 614
Environmental remediation 199 199
Transmission and delivery storm reserve 334 29.3
Deferred gain on property sales 1.8 28
Accumulated reserve-cost of removal 562.2 554.3
- Other : - - 09 0.7 -
Total other regulatory liabilities 665.6 668.4
Total regulatory liabilities 683.2 688.0
Less: Current portion 71.1 85.4
Long-term regulatory liabilities 3 612.1 3 602.6

{1) Primarily related to plant life and derivative positions.
(2) Amortized over the term of the related debt instrument.
(3) Amortized over a 4 or S-year period with various ending dates.

All regulatory assets are being recovered through the regulatory process. The following table further details the
regulatory assets and the related recovery periods:

Regulatory assets
Jun. 30, Dec. 31,

(millions) 2010 2009
Clause recoverable ! $ 699 $ 92.5
Components of rate base @ 2325 238.1
Regulatory tax assets * 68.4 69.0
Capital structure and other & 438 45.2
Total $ 4146 $ 4448

()  To be recovered through cost recovery clauses approved by the FPSC on a dollar-for-dollar basis in the next
year.

2  Primarily reflects allowed working capital, which is included in rate base and earns a rate of return as
permitted by the FPSC.

(3 “Regulatory tax assets” and “Capital structure and other” regulatory assets have a recoverable period longer
than a fiscal year and are recognized over the period authorized by the regulatory agency. Also included are

1
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unamortized loan costs, which are amortized over the life of the related debt instruments. See footnotes 1 and
2 in the prior table for additional information.

4. Income Taxes

The company’s U.S. subsidiaries join in the filing of a U.S. federal consolidated income tax return. The Internal
Revenue Service (IRS) concluded its examination of the company's 2008 consolidated federal income tax return during 2009.
There is one open issue for the 2008 tax return for which an Appeals Conference took place in June 2010. The company expects
to receive a proposed settiement amount during the third quarter of 2010. The U.S, federal statute of limitations remains open
for the year 2006 and onward. Years 2009 and 2010 are currently under examination by the IRS under the Compliance
Assurance Program, a program in which the company is a participant. The company does not expect the settlement of current IRS
examinations to significantly change the total amount of unrecognized tax benefits by the end of 2010. Foreign and U.S. state
jurisdictions have statutes of limitations generally ranging from three to five years from the filing of an income tax return. The
state impact of any federal changes remains subject to examination by various states for a period of up to one year after formal
notification to the states. Years still open to examination by tax authorities in major state and foreign jurisdictions include 2004
and forward.

During the second quarter of 2010, the company finalized the settlements of certain state items that were under appeal.
As a result, the company recorded a $1.6 million after-tax benefit, excluding interest. During the six months ending Jun. 30,
2010, the company recorded a $4.0 million after-tax benefit, excluding interest, for these state items.

The company recognizes interest and penalties associated with uncertain tax positions in the Consolidated Condensed
Statements of Income in accordance with standards for accounting for uncertainty in income taxes. During the six month periods
ended Jun. 30, 2010 and 2009, the company recorded ($1.3) million and $0.5 million, respectively, of pre-tax (income) charges
for interest only. During the second quarter of 2010, as a result of finalizing the settlement of certain state items, the company
recorded pre-tax interest income of $0.6 million for a total of $2.0 miilion pre-tax interest income for the six months ended Jun.
30, 2010. No amounts have been recorded for penalties for the six month periods ended Jun. 30, 2010 or 2009,

The effective tax rate increased to 34.84% for the six months ended Jun. 30, 2010 from 32.06% for the same period in
2009, primarily due to an additional $5.9 million valuation allowance related to our updated, anticipated ability to use foreign tax
credits,

5. Employee Postretirement Benefits

Included in the table below is the periodic expense for pension and other postretirement benefits offered by the
company.

12
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Pension Expense
(millions) Pension Benefits Other Postretirement Benefits
Three months ended Jun. 30, 2010 2009 2010 2009
Components of net periodic beneflt expense
Service cost $39 $3.9 $0.8 $0.7
Interest cost on projected benefit obligations 84 8.5 25 2.8
Expected return on assets 9.2) 9.4) 0.0 0.0
Amortization of:
Transition obligation 0.0 0.0 0.6 06
Prior service (benefit) cost ©.1) ©.1) 0.2 0.2
Actuarial loss 32 25 0.0 0.0
Pension expense 6.2 54 4.1 4.3
Settlement cost 0.1 0.0 0.0 0.0

Net pension expense recognized in the

TECO Energy Consolidated Condensed Statements of Income $6.3 $5.4 $4.1 $4.3
Six months ended Jun. 30,
Components of net periodic beneflt expense

Service cost $8.1 $78 %16 $1.5
Interest cost on projected benefit obligations 16.7 16.8 54 56
Expected return on assets (18.2) (18.9) 0.0 0.0
Amortization of:
Transition obligation . 0.0 0.0 1.2 1.1
Prior service (benefit) cost ©.2) 0.2) 04 04
Actuarial loss 6.2 4.3 0.0 0.0
- Pension expense - S C - . . 126 - 98 86 . . 8.6
Settlement cost 1.6 0.0 0.0 0.0
Net pension expense recognized in the
TECO Energy Consolidated Condensed Statements of Income $14.2 $9.8 38.6 $8.6

For the fiscal 2010 plan year, TECO Energy assumed an expected long-term return on plan assets of 8.25% and a
discount rate of 5.75% for pension benefits under its qualified pension plan, and a discount rate of 5.60% for its other
postretirement benefits as of their Jan. 1, 2010 measurement dates. Additionally, TECO Energy assumed a discount rate of 5.75%
for its Supplemental Executive Retirement Plan (SERP) benefits as of its Mar. 1 and Jan. 1, 2010 measurement dates.

Effective Dec. 31, 2006, in accordance with the accounting standard for defined benefit plans and other postretirement
benefits, TECO Energy adjusted its postretirement benefit obligations and recorded other comprehensive income (loss) to reflect
the unamortized transition obligation, prior service cost, and actuarial gains and losses of its postretirement benefit plans, The
adjustment to other comprehensive income was net of amounts that, for purposes prescribed by accounting standards for
regulated operations, were recorded as regulatory assets for Tampa Electric Company. For the three months and six months
ended Jun. 30, 2010, TECO Energy and its subsidiaries reclassed $0.6 million and $1.2 million, respectively, of unamortized
transition obligation, prior service cost and actuarial gains and losses from accumulated other comprehensive income to net
income as part of periodic benefit expense. In addition, during the three months and six months ended Jun. 30, 2010, Tampa
Electric Company reclassed $3.3 million and $6.4 million, respectively, of unamortized transition obligation, prior service cost
and actuarial losses from regulatory assets to net income as part of periodic benefit expense.

In connection with the restructuring events that occurred in the third quarter of 2009 that changed the senior
management structure, TECO Energy recognized settlement charges of $0.1 million and $1.6 million, respectively, for the three
months and six months ended Jun. 30, 2010 for pay-outs from its SERP.

In 2010, TECO Energy expects to make a contribution to its qualified peasion plan of approximately $34.6 million,

In March 2010, the Patient Protection and Affordable Care Act and a companion bill, The Health Care and Education
Reconciliation Act (the Acts) were signed into law. Among other things, the Acts reduce the tax benefits available to an
employer that receives the Medicare Part D subsidy, resulting in a write-off of any associated deferred tax asset. As a result,
TECO Energy reduced its deferred tax asset by $6.4 million and recorded a corresponding charge of $1.1 million and a
regulatory tax asset of $5.3 million. TECO Energy is reviewing certain other aspects of the Acts that could impact the cost of
medical benefits provided to retirees and active employees. These impacts are not expected to be material to the company’s
future results of operations, statement of position or cash flows.
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6. Short-Term Debt

At Jun. 30, 2010 and Dec. 31, 2009, the following credit facilities and related borrowings existed:

Credit Facilities
Jun. 30, 2010 Dec. 31, 2009
Letters Letters
’ Credit Borrowings of Credit Credit Borrowings of Credit
(millions) Facilities __ Outstanding "’ Outstanding Facilities __ Outstanding "’ Outstanding
Tampa Electric Company:
5-year facility $325.0 $0.0 $0.9 $325.0 $55.0 $0.7
1-year accounts
receivable facility 150.0 71.0 0.0 150.0 0.0 0.0
TECO Energy/TECO Finance:
5-year facility ¥ 200.0 0.0 6.7 200.0 0.0 6.9
Total $675.0 $77.0 $7.6 $675.0 $55.0 $7.6

R T—
(43} Borrowings outstanding are reported as notes payable.
) TECO Finance is the borrower and TECQO Energy is the guarantor of this facility.

These credit facilities require commitment fees ranging from 7.0 to 60.0 basis points. The weighted-average interest rate
on outstanding amounts payable under the credit facilities at Jun. 30, 2010 and Dec. 31, 2009 was 0.74% and 0.66%, respectively.

Tampa Electric Company Accounts Receivable Facility

On Feb. 19, 2010, Tampa Electric Company and TEC Receivables Corp. (TRC), a wholly-owned subsidiary of Tampa
Electric Company, amended their $150 million accounts receivable collateralized borrowing facility, entering into Amendment
No. 8 to the Loan and Servicing Agreement with certain lenders named therein and Citicorp North America, Inc. as Program
Agent. The amendment (i) extends the maturity date to Feb, 18, 2011, (ii) provides that TRC will pay program and liquidity fees,
which, pursuant to the amendment, will total 100 basis points, (iii) provides that the interest rates on the borrowings will be based
on prevailing asset-backed commercial paper rates, unless such rates are not available from conduit lenders, in which case the
rates will be at an interest rate equal to, at Tampa Electric Company's option, either Citibank’s prime rate (or the federal funds
rate plus 50 basis points, if higher) or a rate based on the London interbank offer rate (if available) plus a margin and (iv) makes
other technical changes.

7. Long-Term Debt
Issuance of TECO Finance, Inc. 4.00% Notes due 2016 and 5.15% Notes due 2020

On Mar. 15, 2010, TECO Finance, Inc. issued $250 million aggregate principal amount of 4.00% Notes due Mar. 15,
2016 and $300 million aggregate principal amount of 5.15% Notes due Mar. 15, 2020. The 2016 Notes were priced at 99.594%
of the principal amount to yield 4.077% to maturity, and the 2020 Notes were priced at 99.552% of the principal amount to yield
5.208% to maturity. TECO Finance is a wholly-owned subsidiary of TECO Energy whose business activities consist solely of
providing funds to TECO Energy for its diversified activities. The TECO Finance notes are fully and unconditionally guaranteed
by TECO Energy.

Y The offering resulted in net proceeds to TECO Finance (after deducting underwriting discounts and commissions and
estimated offering expenses) of approximately $543.5 million. TECO Finance used a portion of these net proceeds to fund the
cash purchase of the TECO Energy and TECO Finance notes tendered in March 2010 (see “TECO Energy, Inc. and TECO
Finance, Inc. Tender Offers” below) and to fund the redemptions of the TECO Energy Floating Rate Notes due 2010 and 7.20%
Notes due 2011 in April 2010. TECO Finance may redeem some or all of the notes at its option at any time and from time to time
at a redemption price equal to the greater of (i) 100% of the principal amount of Notes to be redeemed or (ii) the sum of the
present value of the remaining payments of principal and interest on the Notes to be redeemed, discounted at an applicable
treasury rate (as defined in the Indenture), plus 25 basis points; in either case, the redemption price would include accrued and
unpaid interest to the redemption date.
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TECO Energy, Inc. and TECO Finance, Inc. Tender Offers

On Mar. 22, 2010, TECO Energy and TECO Finance completed debt tender offers which resulted in the purchase of
approximately $70 million principal amount of TECO Energy notes for cash and approximately $230 million principal amount of
TECO Finance notes for cash.

The tender offers resulted in the purchase and retirement of approximately:
$43.0 million principal amount of TECO Energy 7.2% notes due 2011
$27.0 million principal amount of TECO Energy 7.0% notes due 2012
$156.9 million principal amount of TECO Finance 7.2% notes due 2011
$73.1 million principal amount of TECO Finance 7.0% notes due 2012

In connection with these debt tender transactions, $25.5 million of premiums and fees were expensed, and are included
in “Loss on debt extinguishment” on the Consolidated Condensed Statements of Income and as part of the “Cash flows from
operating activities” in the Consolidated Condensed Statements of Cash Flows for the six months ended Jun. 30, 2010. “Loss on
debt extinguishment” also includes remaining unamortized debt issue costs of $0.9 million.

Redemption of TECO Energy, Inc. Floating Rate Notes due 2010

On Apr. 14, 2010, TECO Energy redeemed all of the outstanding $100 million aggregate principal amount of its
Floating Rate Notes due 2010. The redemption price was equal to 100% of the principal amount of notes redeemed, plus accrued
and unpaid interest on the redeemed notes up to the redemption date.

Redemption of TECO Energy, Inc. 7.2% Notes due 2011

On Apr. 22, 2010, TECO Energy redeemed $100 million aggregate principal amount of its 7.2% Notes due 2011. The
redemption price was equal to $1,066.38 per $1,000 principal amount of notes redeemed, plus accrued and unpaid interest on the
redeemed notes up to the redemption date. In connection with this transaction, $6.6 million of premiums and fees were expensed,
and are included in “Loss on debt extingnishment” on the Consolidated Condensed Statements of Income and as part of the “Cash
flows from operating activities” in the Consolidated Condensed Statements of Cash Flows for the six months ended Jun. 30, 2010.

Reconsolidation of TCAE and CGESJ

Effective Jan, 1, 2010, new accounting standards for consolidations amended the determination of the primary
beneficiaries for variable interest entities. As a result of adopting these standards, TECO Guatemala, Inc., a wholly-owned
subsidiary of TECO Energy, was determined to be the primary beneficiary of, and therefore required to consolidate, both the
Tampa Centro Americana de Electricidad (TCAE) and Central Generadora Eléctrica San José (CGESIJ) projects in Guatemala.
(See Note 16.) The consolidation resulted in a net $44.4 million increase of non-recourse debt.

8. Other Comprehensive Income
TECO Energy reported the following other comprehensive income (OCI) for the three months and six months ended

Jun. 30, 2010 and 2009, related to changes in the fair value of cash flow hedges, amortization of unrecognized benefit costs
associated with the company's pension plans and unrecognized gains and losses on available-for-sale securities:
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Other Comprehensive Income
Three months ended Jun. 30, Six months ended Jun. 30,
{millions) Gross Tax Net Gross Tax Net
2010
Unrealized loss on cash flow hedges (519 $0.8 ($1.1) ($1.4) $0.4 ($1.0)
Less: Loss reclassified to net income 1.1 (0.4) 0.7 22 (0.8) 1.4
(Loss) gain on cash flow hedges ©0.8) 04 04 08 04) 04
Amortization of unrecognized benefit costs and other 0.8 0.3) 0.5 14 0.9 23
Recognized benefit costs due to settiement 0.6 0.6 0.0 0.9 0.0 09
Total other wwm mcome (30.6) $0.7 $0.1 $3.1 $0.5 $3.6
2009
Unrealized gain on cash flow hedges $6.3 $2.3) $4.0 $32 ($1.2) $2.0
Plus: Loss reclassified to net income 6.5 24 4.1 13.5 (5.0) 8.5
Gain on cash flow hedges 128 @4 8.1 16.7 62) 105
Amortization of unrecognized benefit costs 0.6 0.2) 04 1.1 0.4) 0.7
Reclassification to earnings loss on available-for-sale securities 0.0 0.0 0.0 1.7 0.0 1.7
Total other comprehensive mcome $13.4 ($4.9) $8.5 $19.5 (36.6) $129
Accumulated Other Comprehensive Loss
(millions) Jun. 30, 2010 Dec. 31, 2009
Unrecognized pension losses and prior service costs' ($26.1) (327.8)
Unrecognized other benefit gains, prior service costs and transition obligations”’ 1.6 10.1
Net unrealized losses from cash flow hedges") (6.9) (13
~ Total accumulated other co%ive loss 5321.42 Sszs.oz

(1) Net of tax benefit of $16.1 million and $17.1 million as of Jun. 30, 2010 and Dec. 31, 2009, respectively.
(2) Netof tax expense of $4.6 million and $6.0 million as of Jun. 30, 2010 and Dec. 31, 2009, respectively.
(3) Netof tax benefit of $41 million and $4.5 million as of Jun. 30, 2010 and Dec. 31, 2009, respectively.
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9. Earnings Per Share

Earnings Per Share
Three months ended Jun. 30, Six months ended Jun. 30,

{millions, except per share amounts) 2010 2009 2010 2009
Basic earnings per share
Net income $75.7 $60.9 $131.7 $95.6
Less: Income attributable to noncontrolling interest 0.2) 0.0 04) 0.0
Less: Amount allocated to nonvested participating
shareholders (0.5) (0.6) (1.0) (0.8)
Net Income attributable to TECO Energy available to
common shareholders - basic $75.0 $60.3 $130.3 $94.8
Average shares outstanding common 2125 211.7 2124 211.6
Basic earnings per share attributable to TECO Energy
available to common shareholders $0.35 $0.29 $0.61 $0.45
Diluted earnings per share
Net income $75.7 $60.9 $131.7 $95.6
Less: Income attributable to noncontrolling interest 0.2) 0.0 0.4) 00
Less: Amount allocated to nonvested participating
shareholders (0.5) (0.6) (1.0) (0.8)
Net income attributable to TECO Energy available to
common shareholders - diluted $75.0 $60.3 $130.3 $94.8
Average shares outstanding common 12125 2117 2124 T 2116
Assumed conversions of stock options, unvested
restricted stock and contingent performance shares,
net 2.2 0.8 2.1 0.7
Adjusted average shares outstanding common -
diluted 214.7 212.5 214.5 212.3
Diluted eamings per share attributable to TECO
Energy available to common shareholders $0.35 $0.29 $0.61 $0.45
Anti-dilutive shares 8.4 59 9.1 6.5

10, Commitments and Contingencles

Legal Contingencies

From time to time, TECO Energy and its subsidiaries are involved in various legal, tax and regulatory proceedings
before various courts, regulatory commissions and governmental agencies in the ordinary course of its business. Where
appropriate, accruals are made in accordance with accounting standards for contingencies to provide for matters that are probable
of resulting in an estimable, material loss. While the outcome of such proceedings is uncertain, management does not believe that
their ultimate resolution will have a material adverse effect on the company's results of operations or financial condition.

Superfund and Former Manufactured Gas Plant Sites

Tampa Electric Company, through Tampa Electric and PGS, is a potentially responsible party (PRP) for certain
superfund sites and, through PGS, 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 Jun. 30, 2010, Tampa Electric Company has estimated
its ultimate financial liability to be approximately $19.9 million, primarily at PGS, and this amount has been accrued in the
company’s financial statements. The environmental remediation costs associated with these sites, which are expected to be paid
over many years, are not expected to have a significant impact on customer prices.

The estimated amounts represent only the estimated portion of the cleanup costs attributable to Tampa Electric
Company. The estimates to perform the work are based on Tampa Electric Company's experience with similar work adjusted for
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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 Electric Company and other PRPs is based on each
party’s relative ownership interest in or usage of a site. Accordingly, Tampa Electric Company’s share of remediation costs
varies with each site. In virtually all instances where other PRPs are involved, those PRPs are considered creditworthy.

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

Guarantees and Letters of Credit

A summary of the face amount or maximum theoretical obligation under TECO Energy's and Tampa Electric
Company’s letters of credit and guarantees as of Jun. 30, 2010 is as follows:

Letters of Credit and Guarantees-TECO Energy

{millions)
Letters of Credit and Guarantees After™” Liabilities Recognized
for the Benefit of: 2010 20112014 2014 Total  atJun. 30, 2010
Tampa Electric
Guarantees:
Fuel purchase/energy management $0.0 $0.0 $20.0 $20.0 $4.2
0.0 0.0 20.0 20.0 4.2
TECO Coal , A
Letters of credit 0.0 0.0 6.7 6.7 0.0
Guarantees: Fuel purchase related @ 0.0 0.0 1.4 1.4 1.0
. - . 0.0 00 81 8.1 1.0
Other subsidiaries
Guarantees:
Fuel purchase/energy management © 0.0 0.0 109.7 109.7 1.3
Total $0.0 $00  $137.8  $137.8 $6.5
U L
Letters of Credit-Tampa Electric Comopany
(millions) After™ Liabilities Recognized
Letters of Credit for the Benefit of: 2010  2011-2014 2014 Total  atJun. 30, 2010
Tampa Electric
Letters of credit $0.0 $0.0 $0.9 $0.9 $0.0
Total $0.0 $0.0 $0.9 $0.9 $0.0

(1) These letters of credit and guarantees renew annually and are shown on the basis that they will continue to renew
beyond 2014.

(2) The amounts shown are the maximum theoretical amounts guaranteed under current agreements, Liabilities recognized
represent the associated obligation of TECO Energy under these agreements at Jun, 30, 2010. The obligations under
these letters of credit and guarantees include net accounts payable and net derivative liabilities.

Financial Covenants

In order to utilize their respective bank facilities, TECO Energy, TECO Finance and Tampa Electric Company must
meet certain financial tests as defined in the applicable agreements. In addition, TECO Energy, TECO Finance, Tampa Electric
Company and other operating companies have certain restrictive covenants in specific agreements and debt instruments. At Jun.
30, 2010, TECO Energy, TECO Finance, Tampa Electric Company and the other operating companies were in compliance with
all applicable financial covenants.
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11, Segment Information

TECO Energy is an electric and gas utility holding company with significant diversified activities. Segments are
determined based on how management evaluates, measures and makes decisions with respect to the operations of the entity. The
management of TECO Energy reports segments based on each subsidiary’s contribution of revenues, net income and total assets,
as required by the accounting guidance for disclosures about segments of an enterprise and related information. All significant
intercompany transactions are eliminated in the Consoclidated Condensed Financial Statements of TECO Energy, but are
included in determining reportable segments.
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‘Segment Information
(millions) Tampa  Peoples TECO TECO ®  Other & TECO
Three months ended Jun. 30, Electric Gas Coal _ Guatemala _Eliminations __ Energy
2010
Revenues - external $552.8 $1124  $200.6 $32.9 $0.1 $898.8
Sales to affiliates 0.4 3.7 0.0 0.0 (4.1) 0.0
Total revenues 553.2 116.1 200.6 32.9 (4.0) 898.8
Equity earnings of
unconsolidated affiliates 0.0 00 0.0 4.8 (0.6) 4.2
Depreciation 536 11.4 11.0 1.8 0.1 779
Total interest charges" 30.8 4.6 1.8 44 16.6 58.2
Internally allocated interest 0.0 00 1.7 3.2 4.9 0.0
Provision (benefit) for taxes 33.8 3.3 45 2.8 (8.3) 36.1
Net income (loss) attributable
to TECO Energy $56.8 $5.1 $20.7 $10.6 $17.7) $75.5
2009
Revenues - external $563.2 $99.7 $160.2 $2.0 $0.1 $825.2
Sales to affiliates 0.4 34 0.0 0.0 (3.8) 0.0
Total revenues 563.6 103.1 160.2 2.0 3D 825.2
Equity eamings of
unconsolidated affiliates 0.0 0.0 0.0 12.9 0.0 12.9
Depreciation 49.3 11.0 10.8 0.2 0.0 713
Total interest charges™ 28.7 4.3 1.9 3.1 179 56.4
Internally allocated interest 00 00 17 3.1 4.8) - 00
Provision (benefit) for taxes 27.8 29 1.7 0.0 G.D 27.3
Net income (loss) attributable
to TECO Energy $48.5 $4.6 $10.1 $7.9 ($10.2) $60.9
Smittions) . Tampa  Peoples TECO  TECO @  Other& . TECO .
Six months ended Jun. 30, Electric Gas Coal Guatemala _Eliminations Energy
2010
Revenues - external $1,0776 $294.1 $372.6 $66.7 $0.1 $1,811.1
Sales to affiliates 0.7 14.9 0.0 0.0 (15.6) 0.0
Total revenues 1,078.3 309.0 372.6 66.7 (15.5) 1,811.1
Equity carnings of
unconsolidated affiliates 0.0 0.0 0.0 8.0 (1.1 6.9
Depreciation 106.6 22.8 21.8 36 0.1 1549
Restructuring charges 0.0 0.0 0.0 0.0 1.5 1.5
Total interest charges 61.1 9.2 3.6 9.0 34.6 117.5
Internally allocated interest 0.0 0.0 3.5 6.5 (10.0) 0.0
Provision (benefit) for taxes 61.6 14.5 6.9 6.8 (19.4) 704
Net income (loss) attributable
to TECO Energy $104.9 $23.0  $37.5 $21.0 ($55.1)  $131.3
2009
Revenucs - external $1,070.5 $246.2 $328.3 $4.1 $0.1 $1.649.2
Sales to affiliates 0.7 9,9 0.0 0.0 (10.6) 0.0
Total revenues 1,071.2 256.1 328.3 4.1 (10.5)  1,6492
Equity earnings of
unconsolidated affiliates 0.0 0.0 0.0 217 0.0 21.7
Depreciation 973 21.8 21.4 0.4 0.1 141.0
Total interest charges'" 56.9 95 37 6.3 36.3 112.7
Internally allocated interest ‘¥ 0.0 0.0 3.2 6.2 (9.4) 0.0
Provision (benefit) for taxes 37.2 10.1 30 9.6 (14.8) 45.1
Net income (loss) attributable
to TECO Encrgy $66.8 $15.8 $18.1 $21.1 (526.2) $95.6
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At Jun. 30, 2010 ‘
Goodwill $0.0 $0.0 $0.0 $59.4 $0.0 $59.4
Investment in
unconsolidated affiliates 0.0 0.0 0.0 145.0 0.3 145.3
_lotal assets $5,837.3 $876.5 $3383 $445.6 ($70.2) $74275
At Dec. 31, 2009
Goodwill $0.0 $00 $0.0 $59.4 $0.0 $59.4
Investment in
unconsolidated affiliates 00 00 0.0 2192 0.1 279.3
Total assets $5,6979 $870.1 $3266 $380.7 ($55.8) $7,219.5

) Segment net income is reported on a basis that includes internally allocated financing costs. Total interest charges
include internally allocated interest costs that for 2010 and 2009 were at a pretax rate of 7.15% based on an average of
each subsidiary’s equity and indebtedness to TECO Energy assuming a 50/50 debt/equity capital structure.

) Revenues for 2009 are exclusive of entities deconsolidated as a result of the accounting guidance for variable interest
entities. Total revenues for unconsolidated affiliates, attributable to TECO Guatemala based on ownership percentages,
were $12.7 million and $31.4 million for the three and six months ended Jun. 30, 2009, Net income attributable to
TECO Energy for the six months ended Jun. 30, 2009 includes the gain on the sale of a 16.5% interest in the Central
American fiber optic telecommunication provider Navega. Entities were consolidated as of Jan. 1, 2010 as a result of
accounting guidance effective on that date. See Note 16 for more information.

12. Accounting for Derivative Insttuments and Hedging Activities

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

* To limit the exposure to price fluctuations for physical purchases and sales of natural gas in the course of normal

operations at Tampa Electric and PGS;

e To limit the exposure to interest rate fluctuations on debt securities at TECO Energy and its affiliates; and

¢ To limit the exposure to price fluctuations for physical purchases of fuel at TECO Coal.

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

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

The company applies the accounting standards for derivative instruments and hedging activities. These standards require
companies to recognize derivatives as either assets or liabilities in the financial statements, to measure those instruments at fair
value, and to reflect the changes in the fair value of those instruments as either components of 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
loss on the related hedging instrument must be reclassified from OCI to earnings based on its value at the time of the instrument’s
settlement. For effective hedge transactions, the amount reclassified from OCI to earnings is offset in net income by the market
change of the amount paid or received on the underlying physical transaction.

New accounting standards for disclosures became effective for financial statements issued for fiscal years and interim
periods beginning after Nov. 15, 2008. This new standard requires enhanced disclosures about a company’s derivative activities
and how the related hedged items affect a company’s financial position, financial performance and cash flows. The new
requirements include quantitative disclosures about the company’s fair value amounts of gains and losses associated with
derivative instruments, as well as disclosures about credit-risk-related contingent features in derivative agreements. The company
adopted this new standard effective Jan. 1, 2009.

The company applies the accounting standards for regulated operations to financial instruments used to hedge the
purchase of natural gas for its regulated companies. These standards, in accordance with the FPSC, permit the changes in fair
value of natural gas derivatives to be recorded as regulatory assets or liabilities to reflect the impact of hedging activities on the
fuel recovery clause. As a result, these changes are not recorded in OCI (see Note 3).

A company’s physical contracts qualify for the normal purchase/normal sale (NPNS) exception to derivative accounting
rules, provided they meet certain criteria. Generally, NPNS applies if the company deems the counterparty creditworthy, if the
counterparty owns Or controls resources within the proximity to allow for physical delivery of the commedity, if the company
intends to receive physical delivery and if the transaction is reasonable in relation to the company’s business needs. As of Jun, 30,
2010, all of the company’s physical contracts qualify for the NPNS exception.

The following table presents the derivatives that are designated as cash flow hedges at Jun. 30, 2010 and Dec. 31, 2009:
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Total Derivatives'”
Jun. 30, Dec. 31,

{millions) 2010 2009
Current assets $0.5 $0.8
Long-term assets 0.0 0.2
Total assets $0.5 $1.0
Current liabilities $38.0 $34.0
Long-term liabilities 4.9 3.6
Total liabilities $42.9 $37.6

b e
[4)) Amounts presented above are on a gross basis, with asset and liability positions netted by countesparty in accordance with acoounting standards

for derivatives and hedging,

The following table presents the derivative hedges of heating oil contracts at Jun. 30, 2010 and Dec. 31, 2009 to limit the

exposure to changes in the market price for diesel fuel used in the production of coal:

Jun. 30, Dec. 31,

{millions) 2010 2009

Current assets $0.0 $0.0
ch&»term assets 0.0 0.2
Total assets $0.0 $0.2
Current liabilities $1.3 0.9
Long-term liabilities 0.1 0.0
Total liabilities - - $1.4 $0.9

The following table presents the derivative hedges of natural gas contracts at Jun. 30, 2010 and Dec. 31, 2009 to limit
the exposure to changes in market price for natural gas used to produce energy and natural gas purchased for resale to customers:

Natural Gas Derivatives
Jun. 30, Dec. 31,

(millions) 2010 2009
Current assets 30.5 $0.3
Long-term assets 0.0 0.0
Total assets $0.5 $0.8
Current liabilities $36.2 $33.1
Long-term liabilities 4.8 36
Total liabilities $41.0 $36.7

The ending balance in accumulated other comprehensive income (AOCT) related to the cash flow hedges and previously
settled interest rate swaps at Jun. 30, 2010 is a net loss of $6.1 million after tax and accumulated amortization. This compares to

a net loss of $7.3 million in AQCI after tax and accumulated amortization at Dec. 31, 2009.

The following table presents the derivative hedges of interest rate swaps at Jun. 30, 2010 and Dec. 31, 2009 to limit the

exposure to market changes in interest rates on outstanding debt:
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Interest Rate Swaps

Jun. 30, Dec. 31,
(millions) 2010 2009 !
Current assets 0.0 $0.0
Long-term assets 0.0 0.0
Total assets $0.0 $0.0
Current liabilities $0.5 $0.0
Long-term liabilities 0.0 0.0
Total liabilities $0.5 $0.0
[4}] Interest rate swaps residing on the balance sheet of TECO Guatemala, Inc. were deconsolidated at Dec. 31, 2009, See Note 16.

The following table presents the fair values and locations of derivative instruments recorded on the balance sheet at Jun.
30, 2010:

Derivatives ted As Hi Instruments

Asset Derivatives Liability Derivatives
{millions) Balance Sheet Fair Balance Sheet Fair
at Jun, 30, 2010 Location Value Location Value
Commodity Contracts:
Heating oil derivatives:
Current Derivative assets $0.0  Derivative liabilities $1.3
Long-term Derivative assets 00  Derivative liabilities 0.1
Current Derivative assets 05  Derivative liabilities 362
Long-term Derivative assets 0.0  Derivative liabilities 438
Interest rate swaps:
Current Derivative assets 0.0  Derivative liabilities 05
Long-term Derivative assets 0.0  Derivative liabilities 0.0

Total derivatives designated as hedging instruments $0.5 $42.9

The following table presents the effect of energy related derivatives on the fuel recovery clause mechanism in the
Consolidated Condensed Balance Sheet as of Jun. 30, 2010:

Energy Related Derivatives

Asset Derivatives Liability Derivatives
(millions) Balance Sheet Fair Balance Sheet Fair
at Jun. 30, 2010 Location'” Value Location'” Value
Commodity Contracts: .
Current Regulatory liabilities $0.5  Regulatory assets $36.2
Long-term Regulatory liabilities 0.0 _ Regulatory assets 4.8
Total 50.5 $41.0

n Natural gas derivatives are deferred, in accordance with accounting standards for regulated operations and all increases and
decreases in the cost of natural gas supply are passed on to customers with the fuel recovery clause mechanism. As gains and
1osses are realized in futare periods, they will be recorded as fuel costs in the Consolidated Condensed Statements of Income.

Based on the fair value of the instruments at Jun. 30, 2010, net pretax losses of $35.7 million are expected to be

reclassified from regulatory assets or liabilities to the Consolidated Condensed Statements of Income within the next twelve
months.
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The following tables present the effect of hedging instruments on OC1 and income for the three months and six months
ended Jun. 30:

Amount of Amount of

Gain/(Loss) on Gain/(Loss)

Derivatives Location of Gain/(Loss)  Reclassified

For the three months ended Jun. 30: Recognized in  Reclassified From AOCI  From AOCI

{millions) 0C1 Into Income Into Income

Derivatives in Cash Flow Hedging Effective Effective
Relationships Portion” Portion”

2010

Interest rate contracts: $0.0 Interest expense (30.4)

Commodity contracts:

Heating oil derivatives (1.1) Mining related costs 0.3

‘Total $LD (0.7

2009

Interest rate contracts: $0.0 Interest expense (30.6)

Commodity contracts:

Heating oil derivatives 4.0 Mining related costs 3.3)

Natural gas derivatives 0.0 Mining related costs 0.2)

Total $4.0 (34.1)

(1) Changes in OCI and AOCI are reported in after-tax dollars.

Amount of Amount of

Gain/(Loss) on Gain/(Loss)
Derivatives Location of Gain/(Loss)  Reclassified
For the six months ended Jun. 30: Recognized in  Reclassified From AOCI  From AOCI
{miilions) oCl Into Income Into Income
Derivatives in Cash Flow Hedging Effective Effective
Relationships Portion'" Portion'"
2010 ‘
Interest rate contracts: ($0.1) Interest expense ($0.9)
Commodity contracts:
Heating oil derivatives (0.9) Mining related costs (0.5)
Total 531.0; !$1.42
2009
Interest rate contracts: $0.0 Interest expense 1.1
Commodity contracts:
Heating oil derivatives 2.6 Mining related costs 7.0
Natural gas derivatives (0.5) Mining related costs 04
Total — — $2.1 — ($8._52l

(1) Changes in OCI and AQCI are reported in after-tax dotlars.

For derivative instruments that meet cash flow hedge criteria, the effective portion of the gain or loss on the derivative is
reported as a component of OCI and reclassified into earnings in the same period or period during which the hedged transaction
affects earnings. Gains and losses on the derivatives representing either hedge ineffectiveness or hedge components excluded
from the assessment of effectiveness are recognized in current earnings. For the three months and six months ended Jun. 30, 2010
and 2009, all hedges were effective.

The following table presents the derivative activity for instruments classified as qualifying cash flow hedges for the six
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months ended Jun. 30:

Amount of Amount of
Gain/(Loss) Gain/(Loss)
For the six months ended Jun 30: Fair Value Recognized  Reclassified From
(millions) Asset/(Liability) in OCI _ AOCI Into Income
2010
Interest rate swaps (30.5) {$0.D (30.9)
Heating oil derivatives (14) 0.9 (0.5)
Natural gas derivatives (40.5) 0.0 0.0
Total 5542.42 £$1.02 531.42
2009
Interest rate swaps $0.0 $0.0 (SL1)
Heating oil derivatives (10.5) 2.6 (7.0)
Natural gas derivatives 112.7) (0.5) 0.4)
Total ($123.2) $2.1 ($8.5)

(1) Changes in OCI and AOCI are reported in after-tax dollars.

The maximum length of time over which the company is hedging its exposure to the variability in future cash flows
extends to Dec. 31, 2012 for both financial natural gas and financial heating oil fuel contracts. The following table presents by
commeodity type the company’s derivative volumes that, as of Jun. 30, 2010, are expected to settle during the 2010, 2011 and
2012 fiscal years:

Heating Oil Contracts Natural Gas Contracts
(millions) (Gallons) (MMBTUs)
Year Physical _ Financial Physical  Financial
2010 e - 00 - 46 - 00 - 205
2011 0.0 45 00 139
2012 0.0 0.0 0.0 2.3
Total 0.0 9.1 0.0 36.7

The company is exposed to credit risk primarily through entering into derivative instruments with counterparties to Jimit
its exposure to the commeodity price fluctuations associated with diesel fue] and natural gas. Credit risk is the potential loss
resulting from a counterparty’s nonperformance under an agreement. The company manages credit risk with policies and
procedures for, among other things, counterparty analysis, exposure measurement, and exposure monitoring and mitigation.

It is possible that volatility in commodity prices could cause the company to have material credit risk exposures with one
or more counterparties. If such counterparties fail to perform their obligations under one or more agreements, the company could
suffer a material financial loss. However, as of Jun. 30, 2010, substantially all of the counterparties with transaction amounts
outstanding in the company's energy portfolio are rated investment grade by the major rating agencies. The company assesses
credit risk internally for counterparties that are not rated.

The company has entered into commodity master arrangements with its counterparties to mitigate credit exposure to
those countexparties. The company generally enters into the following master arrangements: (1) Edison Electric Institute
agreements (EEI) - standardized power sales contracts in the electric industry; (2) International Swaps and Derivatives
Association agreements (ISDA) - standardized financial gas and electric contracts; and (3) North American Energy Standards
Board agreements (NAESB) - standardized physical gas contracts. The company believes that entering into such agreements
reduces the risk from default by creating contractual rights relating to creditworthiness, collateral and termination.

The company has implemented procedures to monitor the creditworthiness of our counterparties and to consider
nonperformance in valuing counterparty positions, The company monitors counterparties’ credit standing, including those that are
experiencing financial problems, have significant swings in credit default swap rates, have credit rating changes by external rating
agencies or have changes in ownership. Net liability positions are generally not adjusted as the company uses derivative
transactions as hedges and has the ability and intent to perform under each of these contracts. In the instance of net asset
positions, the company considers general market conditions and the observable financial health and outlook of specific
counterparties, forward looking data such as credit default swaps, when available, and historical default probabilities from credit
rating agencies in evaluating the potential impact of nonperformance risk to derivative positions. As of Jun. 30, 2010,
substantially all positions with counterparties are net liabilities,

Certain TECO Energy derivative instruments contain provisions that require the company’s debt, or in the case of
derivative instruments where Tampa Electric Company is the counterparty, Tampa Electric Company’s debt, to maintain an
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investment grade credit rating from any or all of the major credit rating agencies. If debt ratings, including Tampa Electric
Company’s, were to fall below investment grade, it could trigger these provisions, and the counterparties to the derivative
instruments could request immediate payment or demand immediate and ongoing full overnight collateralization on derivative
instruments in net liability positions. The company has no other contingent risk features associated with any derivative
instruments,

The table below presents the fair value of the overall contractual contingent liability positions for the company’s
derivative activity at Jun. 30, 2010:

Contingent Features
Derivative
Fair Value Exposure
{millions) Asset/ Asset/ Posted
At Jun, 30, 2010 (Liability) (Liability) Collateral
Credit Rating ($41.8) ($41.8) $0.0

13. Fair Value Measurements

Items Measured at Fair Value on a Recurring Basis

The following tables set forth by level within the fair value hierarchy the company's financial assets and liabilities that
were accounted for at fair value on a recurring basis as of Jun. 30, 2010 and Dec. 31, 2009. As required by accounting standards
for fair value measurements, financial assets and liabilities are classified in their entirety based on the lowest level of input that is
significant to the fair value measurement. The company's assessment of the significance of a particular input to the fair value
measurement requires judgment, and may affect the valuation of fair value assets and liabilities and their placement within the fair
value hierarchy levels. For natural gas, interest rate and heating oil swaps, the market approach was used in determining fair
value. ‘

Recurring Fair Value Measures
C s R ot ) At fair value as of Jun. 30, 2010 -
(millions) Level 1 Level 2 Level 3 Total
Assets
Natural gas swaps $0.0 $0.5 $0.0 $0.5
Heating oil swaps 0.0 0.0 0.0 0.0
Total $0.0 $0.5 $0.0 $0.5
SR — U R
Liabilitles
Natural gas swaps $0.0 $41.0 $0.0 $41.0
Interest rate swaps 0.0 0.5 0.0 05
Heating oil swaps 0.0 14 0.0 14
Total $0.0 $42.9 $0.0 $42.9
] T —— I E ]
At fair value as of Dec. 31, 2009
{millions) Level 1 Level 2 Level 3 Total
Assets
Natural gas swaps $0.0 $0.8 $0.0 $0.8
Heating oil swaps 0.0 0.2 0.0 0.2
Total $0.0 $1.0 $0.0 $1.0
SRE——— e ] SN
Liabilities
Natural gas swaps $0.0 $36.7 $0.0 $36.7
Heating oil swaps 0.0 0.9 0.0 0.9
Total $0.0 $37.6 $0.0 $37.6
IS S T—— SRR

Natural gas and heating oil swaps are over-the-counter swap instruments. The primary pricing inputs in determining the
fair value of these swaps are the New York Mercantile Exchange (NYMEX) quoted closing prices of exchange-traded
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instruments. These prices are applied to the notional amounts of active positions to determine the reported fair value.

The primary pricing inputs in determining the fair value of interest rate swaps are LIBOR swap rates as reported by
Bloomberg. For each instrument, the projected forward swap rate is used to determine the stream of cash flows over the life of the
contract. The cash flows are then discounted using a spot discount rate to determine the fair value.

Fair Value of Debt Qutstanding

At Jun. 30, 2010, total long-term debt had a carrying amount of $3,396.0 million and an estimated fair market value of
$3,674.9 million. At Dec. 31, 2009, total long-term debt had a carrying amount of $3,309.7 million and an estimated fair market
value of $3,500.3 million.

14. Asset Dispositions
Sale of Navega

On Mar. 13, 2009, TECO Guatemala sold its 16.5% interest in the Central American fiber optic telecommunications
provider, Navega. The sale resulted in a pretax gain of $18.3 million and total proceeds of $29.0 million.

15. Restructuring Charges

On Jul. 30, 2009, TECO Energy, Inc. announced organizational changes and a new senior management structure as part
of its response to industry changes, economic uncertainties and its commitment to maintain a lean and efficient organization. As a
second step in response to these factors, on Aug. 31, 2009, the company decided on a total reduction in force of 229 jobs. The
reduction in force was substantially completed by Dec. 31, 2009. In connection with this reduction in force, the company incurred
total costs of $26.6 million related to severance and other benefits. For the three months ended Mar. 31, 2010, the remaining $1.5
million of these costs were recognized on the Consolidated Condensed Statements of Income under “Restructuring Charges”. The
- company's wholly-owned subsidiary, Tampa Electric Company, incurred $23.1 million of such costs, all of which were .
recognized in the year ended Dec. 31, 2009. The total cash payments related to these actions were $28.4 million; including $4.9
million for the settlement of pension obligations. As of Mar. 31, 2010, all restructuring charges were paid or settled.

Restrucmring Clm'!es Incurred

Termination
(millions) of Benefits Other Costs Total
Total costs expected to be incurred $26.6 $0.6 $27.2
Costs incurred in 2009 (25.1) (0.6) (25.7
Costs incurred in 2010 - . (1.5) 0.0 4.5
Total costs remaini .0 $0.0 .0
Accrued Linbm for Restmctuﬁn‘ EM"
Termination
(millions) of Benefits Other Costs Total
Beginning balance, Jul. 1, 2009 $0.0 $0.0 $0.0
Costs incurred and charged to expense 26.6 0.6 27.2
Costs paid/settled (22.9) (0.6) (23.5)
Non-cash expense (3.7) 0.0 (3.1
Ending balance, Jun. 30, 2010 e A N _ $0.0 b $0.
Restructuring Charges by Segment
Tampa
(millions) Electric PGS Other™” Total
Total costs expected to be incurred $184 $4.7 $4.1 $27.2
Costs incurred in 2009 (184) 4.7 2.6 (25.7)
Costs incurred in 2010 0.0 0.0 (1.5) (1.5)
Total costs w’ i g.o §0.0 ggo Q.O
(1) Restructuring costs incurred at the parent company.
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16. Variable Interest Entities

The company formed TCAE to own and construct the Alborada Power Station and the company formed CGESJ to own
and construct the San José Power Station. Both power stations are located in Guatemala and both projects obtained long-term
power purchase agreements (PPAs) with Empresa Eléctrica de Guatemala, S.A. (EEGSA), a distribution utility in Guatemala, The
terms of the two separate PPAs include EEGSA’s right to the full capacity of the plants for 15 years, U.S. dollar based capacity
payments, certain terms for providing fuel, and certain other terms including the right to extend the Alborada and San José
contracts. Under prior accounting standards for consolidation, management believed that EEGSA was the primary beneficiary of
the variable interests in TCAE and CGESJ due to the terms of the PPAs. Accordingly, both entities were deconsolidated as of
Jan. 1,2004. The TCAE deconsolidation resulted in the initial removal of $25.0 million of debt and $15.1 million of net assets
from TECO Energy’s Consolidated Balance Sheet. The CGESJ deconsolidation resulted in the initial removal of $65.5 million of
debt and $106.6 million of net assets from TECO Energy’s Consolidated Balance Sheet. The results of operations for the two
projects were classified as “Income from equity investments” on TECO Energy’s Consolidated Statements of Income since the
date of deconsolidation through Dec. 31, 2009.

Effective Jan. 1, 2010, the accounting standards for consolidation of VIEs were amended. The most significant
amendment was the determination of a VIE’s primary beneficiary. Under the amended standard, the primary beneficiary is the
enterprise that has both 1) the power to direct the activities of a VIE that most significantly impact the entity's economic
performance and 2) the obligation to absorb losses of the entity that could potentially be significant to the VIE or the right to
receive benefits from the entity that could potentially be significant to the VIE. As a result of adopting this amendment, the
company reconsolidated both TCAE and CGESI.

The following table summarizes combined income statement information for the TCAE and CGESJ projects for the three
months and six months ended Jun. 30, 2010, which were consolidated, and Jun. 30, 2009, which were not consolidated:

Summary Results for TCAE and CGESJ

For the three months ended Jun. 30, For the six months ended Jun. 30,
(millions) 2010 2009 2010 2009
Revenues $32.9 $12.7 $65.6 $31.4
. Operating expenses o Lo 193 .44 357 . 147
Project level income” 10.8 6.3 243 12.0

(1) Excludes taxes, allocated interest expense and administrative and general expenses. lncludes project level interest.

The following table summarizes combined balance sheet information for the TCAE and CGESJ projects for the periods
ended Jun. 30, 2010, which is now consolidated, and Dec. 31, 2009, which were not consolidated:

Summary Results for TCAE and CGESJ

{(millions) Jun. 30, 2010 Dec. 31, 2009
Current assets $60.8 $58.1
Long-term assets and other deferred debits 157.5 161.2

Total assets $218.3 $219.3
Current liabilities $21.6 $17.6
Long-term liabilities and other deferred credits 438 512
Equity 152.9 150.5

Total liabilities and equity $218.3 $219.3

Tampa Electric Company has entered into multiple PPAs with wholesale energy providers in Florida to ensure the ability
to meet customer energy demand and to provide lower cost options in the meeting of this demand. These agreements range in size
from 121 MW to 370 MW of available capacity, are with similar entities and contain similar provisions. Because some of these
provisions provide for the transfer or sharing of a number of risks inherent in the generation of energy, these agreements meet the
definition of being variable interest entities. These risks include: operating and maintenance; regulatory; credit; commodity/fuel;
and energy market risk. Tampa Electric Company has reviewed these risks and has determined that the owners of these entities
have retained the majority of these risks over the expected life of the underlying generating assets, have the power to direct the
most significant activities, the obligation or right to absorb losses or benefits and hence remain the primary beneficiaries. As a
result, Tampa Electric Company is not required to consolidate any of these entities. Tampa Electric Company purchased $49.1
million and $56.1 million, and $106.3 million and $98.3 million, under these PPAs for the three months and six months ended

Jun. 30, 2010 and 2009, respectively.

In one instance Tampa Electric Company’s agreement with the entity for 370 MW of capacity was entered into prior to
Dec. 31, 2003, the effective date of these standards. Under the standards, the company is required to make an exhaustive effort to
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obtain sufficient information to determine if this entity is a VIE and which holder of the variable interests is the primary
beneficiary. The owners of this entity are not willing to provide the information necessary to make these determinations, have no
obligation to do so and the information is not available publicly. As a result, the company is unable to determine if this entity is a
VIE and if so, which variable interest holder, if any, is the primary beneficiary. The company has no obligation to this entity
beyond the purchase of capacity; therefore, the maximum exposure for the company is the obligation to pay for such capacity
under terms of the PPA at rates that could be unfavorable to the wholesale market. The company purchased $17.6 million and
$11.2 million, and $30.3 million and $17.4 million under this PPA for the three months and six months ended Jun. 30, 2010 and
2009, respectively.

The company does not provide any material financial or other support to any of the VIEs it is involved with, nor is the
company under any obligation to absorb losses associated with these VIEs. Other than the Guatemalan projects previously
mentioned, in the normal course of business, our involvement with the remaining VIEs does not affect our Consolidated
Condensed Balance Sheets, Statements of Income or Cash Flows.

17. Subsequent Events

Stipulation with Intervenors - Tampa Electric

In July 2010, Tampa Electric entered into a stipulation with intervenors to resolve all issues related to the 2008 base rate
proceedings including the 2010 step increase, as well as the intervenors' appeal to the Florida Supreme Court. The stipulation is
subject to final approval by the FPSC, and a vote on this matter is expected in August 2010. If approved, Tampa Electric
Company will make a one-time reduction of $24.0 million to customer bills in 2010. See Note 3 for further discussion.

Alborada Power Purchase Agreement Extension

In July 2010, TCAE, the owner of the Alborada power station and a subsidiary of TECO Guatemala, executed a
document confirming the 5-year extension of a power purchase agreement that was scheduled to expire on Sep. 14,2010. As a
result, the capacity payment for the extension period wil{ be reduced. The company does not anticipate that this capacity payment
change will have a significant impact on the recorded goodwill associated with this generation project.
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TAMPA ELECTRIC COMPANY

In the opinion of management, the unaudited consolidated condensed financial statements include all adjustments that
are of a recurring nature and necessary to state fairly the financial position of Tampa Electric Company as of Jun. 30, 2010 and
Dec. 31, 2009, and the results of operations and cash flows for the periods ended Jun. 30, 2010 and 2009. The results of
operations for the three months and six months ended Jun. 30, 2010 are not necessarily indicative of the results that can be
expected for the entire fiscal year ending Dec. 31, 2010. References should be made to the explanatory notes affecting the
consolidated financial statements contained in Tampa Electric Company’s Annual Report on Form 10-K for the year ended Dec.
31, 2009 and to the notes on pages 36 through 47 of this report.

INDEX TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS

Page
No.
Consolidated Condensed Balance Sheets, Jun. 30, 2010 and Dec. 31, 2009 31-32
Consolidated Condensed Statements of Income and Comprehensive Income for the three month and six month
periods ended Jun. 30, 2010 and 2009 33.34
Consolidated Condu:sed Statements of Cash Flows for the six month periods ended Jun. 30, 2010 and 2009 35
Notes to Consolidated Condensed Financial Statements 36-47
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TAMPA ELECTRIC COMPANY
Consolidated Condensed Balance Sheets
Unaudited
Assets Jun. 30, Dec. 31,
{millions) 2010 2009
Property, plant and equipment
Utility plant in service
Electric $6,274.4 $6,065.9
Gas 1,030.5 1,017.2
Construction work in progress 188.0 303.0
Property, plant and equipment, at original costs 74929 7.386.1
Accumulated depreciation (2,032.9) (1,988.1)
5,460.0 5,398.0
Other property 4.6 4.4
Total property, plant and equipment, net 5,464.6 5,402.4
Current assets .
Cash and cash equivalents 14 55
Receivables, less allowance for uncollectibles of $2.3 and
$1.6 at Jun. 30, 2010 and Dec. 31, 2009, respectively - 2877 2286
Inventories, at average cost
Fuel 124.7 85.8
Materials and supplies 58.1 55.8
Current regulatory assets 84.0 109.2
Current derivative assets 05 0.8
Taxes receivable - o 00 ‘ ' 168
Prepayments and other current assets 13.3 12.0
Total current assets 575.7 514.5
Deferred debits
Unamortized debt expense 18.7 20.1
Long-term regulatory assets 330.6 3356
Other 13.2 1.2
Total deferred debits : 362.5 356.9

Total assets $6,402.8 $6,273.8

The accompanying notes are an integral part of the consolidated condensed financial statements.
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TAMPA ELECTRIC COMPANY
Consolidated Balance Sheets ~continued
Unaudited
Liabilities and Capital Jun. 30, Dec. 31,
(millions) 2010 2009
Capital
Common stock $1,8524 $1.8024
Accumulated other comprehensive loss 5.1 6.1)
Retained i 316.2 307.5
Total capital 2,162.9 2,103.8
Long-term debt, less amount due within one year 1,994.4 1,994.4
Total capitalization 4,157.3 4,098.2
Current liabilities
Long-term debt due within one year 37 37
Notes payable 770 550
Accounts payable 206.9 206.1
Customer deposits 154.1 151.2
Current regulatory liabilities 711 854
Current derivative liabilities 36.2 33.1
Current deferred income taxes 8.0 159
Interest accrued 319 21.7
Taxes accrued 38.2 12.1
Other 11.9 16.5
Total current liabilities 639.0 606.7
Deferred credits
Non-current deferred income taxes 576.7 543.8
Investment tax credits 10.6 108
Long-term derivative liabilities 48 36
Long-term regulatory liabilities 612.1 602.6
Other 402.3 408.1
Total deferred credits 1,606.5 1,568.9
Total Habilities and uglul $6,402.8 $6i273.3

The accompanying notes are an integral part of the consolidated condensed financial statements.
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TAMPA ELECTRIC COMPANY
Consolidated Condensed Statements of Income and Comprehensive Income
Unaudited
Three months ended Jun. 30,
{millions) 2010 2009
Revenues
Electric (includes franchise fees and gross receipts taxes of $21.8
in 2010 and $22.7 in 2009) $553.1 $563.5
Gas (includes franchise fees and gross receipts taxes of $6.3
in 2010 and $5.5 in 2009) 1124 99.7
Total revenues 665.5 663.2
Expenses
Operations
Fuel 1854 225.5
Purchased power 49.1 56.1
Cost of natural gas sold 59.4 509
Other 96.5 80.9
Maintenance 316 318
Depreciation 65.0 60.3
Taxes, federal and state 37.0 304
Taxes, other than income 45.2 44.2
Total expenses 569.2 580.1
Income from operstions 96.3 83.1
Other income
Allowance for other funds used during construction 03 25
Taxes, non-utility federal and state ©.1) 0.3)
Other income, net 0.8 1.2
Total other income ' ' 1.0 34
Interest charges
Interest on long-term debt 328 314
Other interest 28 3.0
Allowance for borrowed funds used during construction 0.2) (1.0)
Total interest charges 354 334
Net income $61.9 $53.1
Other comprehensive income, net of tax
Net unrealized gain on cash flow hedges 0.2 0.1
Total other comprehensive income, net of tax 0.2 0.1
CoEBrehemive income $62.1 $53.2

The accompanying notes are an integral part of the consolidated condensed financial statements.
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TAMPA ELECTRIC COMPANY
Consolidated Condensed Statements of Income and Comprehensive Income
Unaudited
Six months ended Jun. 30,
{millions) 2010 2009
Revenues
Electric (includes franchise fees and gross receipts taxes of $43.2
in 2010 and $44.8 in 2009) $1,078.1 $1.0n.0
Gas (includes franchise fees and gross receipts taxes of $15.8
in 2010 and $13.5 in 2009) 294.1 246.2
‘Fotal revenues 1,372.2 1,317.2
Expenses
Operations
Fuel 3494 4542
Purchased power 106.3 98.3
Cost of natural gas sold 1754 139.2
Other 184.2 157.8
Maintenance 61.6 68.0
Depreciation 1294 119.1
Taxes, federal and state 75.8 46.9
Taxes, other than income 94.5 92.4
Total expenses 1,176.6 1,175.9
Income from operations 195.6 141.3
Other Income -
Allowance for other funds used during construction 1.3 538
Taxes, non-utility federal and state 0.3) {04)
Qther income, net. _— . R N . . .16 22
Total other income 2.6 7.6
Interest charges
Interest on long-term debt 65.5 62.8
Other interest 56 58
Allowance for borrowed funds used during construction (0.8) (2.3)
Total interest charges 70.3 66.3
Net income $127.9 $82.6
Other comprehensive income, net of tax
Net unrealized gain on cash flow hedges 0.4 0.3
Total other comprehensive income, net of tax ) 0.4 0.3
lel_xgrehendve ncome $128.3 $82.9

The accompanying notes are an integral part of the consolidated condensed financial statements.
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TAMPA ELECTRIC COMPANY
- Consolidated Condensed Statements of Cash Flows
Unaudited
Six months ended Jun. 30,
(millions) 2010 2009
Cash flows from operating activities
Net income $127.9 $82.6
Adjustments to reconcile net income to net cash from operating activities:
Depreciation 129.4 119.1
Deferred income taxes 23.5 17.3
Investment tax credits, net 0.2) ©0.2)
Allowance for funds used during construction (1.3) 5.8)
Deferred recovery clause 129 833
Receivables, less allowance for uncollectibles (59.1) (20.0)
Inventories “41.2) 24.5)
Prepayments 1.3) 0.8
Taxes accrued 429 16.1
Interest accrued 42 4.0
Accounts payable 279 12.1)
Gain on sale of assets, pretax 0.2) 0.3)
Other 4.9) 22.5
Cash flows from operating activities 260.5 282.8
Cash flows from investing activities
Capital expenditures 212.7) (339.3)
Allowance for funds used during construction 1.3 58
Net proceeds from sale of assets 0.0 0.1
Cash flows used in investing activities (@114 (333.4)
Cash flows from financing activities
Common stock 50.0 0.0
Net increase in short-term debt 220 130.0
Dividends (119.2) (77.4)
Cash flows (used in) from financing activities 47.2) 52.6
Net increase in cash and cash equivalents 1.9 2.0
Cash and cash equivalents at beginning of period 5.5 3.6
Cash and cash ﬂgivnlents at end of Erlod $7.4 $5.6

The accompanying notes are an integral part of the consolidated condensed financial statements.
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TAMPA ELECTRIC COMPANY
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
UNAUDITED

1. Summary of Significant Accounting Policies
The significant accounting policies for Tampa Electric Company include:

Principles of Consolidation and Basis of Presentation

Tampa Electric Company is a wholly-owned subsidiary of TECO Energy, Inc., and is comprised of the Electric
division, generally referred to as Tampa Electric, the Natural Gas division, generally referred to as Peoples Gas System (PGS)
and the accounts of variable interest entities (VIEs) for which it is the primary beneficiary. Tampa Electric Company is
considered to be the primary beneficiary of VIEs if it has both 1) the power to direct the activities of a VIE that most
significantly impact the entity's economic performance and 2) the obligation to absorb losses of the entity that could potentially
be significant to the VIE or the right to receive benefits from the entity that could potentially be significant to the VIE. (See
Note 12.)

All significant intercompany balances and intercompany transactions have been eliminated in consolidation. In the
opinion of management, the unaudited consolidated condensed financial statements include all adjustments that are of a
recurring nature and necessary to state fairly the financial position of Tampa Electric Company and subsidiaries as of Jun. 30,
2010 and Dec. 31, 2009, and the results of operations and cash flows for the periods ended Jun. 30, 2010 and 2009. The
results of operations for the three and six month periods ended Jun. 30, 2010 are not necessarily indicative of the results that
can be expected for the entire fiscal year ending Dec. 31, 2010.

The use of estimates is inherent in the preparation of financial statements in accordance with generally accepted
accounting principles (GAAP). Actual results could differ from these estimates. The year-end consolidated condensed balance
sheet data was derived from audited financial statements, however this quarterly report on Form 10-Q does not include all year-
end disclosures required for an annual report on Form 10-K by GAAP in the United States of America.

Revenues
As of Jun; 30, 2010 and Dec: 31; 2009, unbilled revenues of $65.6 million and $51.6 million, respectively, are .
included in the “Receivables” line item on the Consolidated Condensed Balance Sheets.

Accounting for Franchise Fees and Gross Receipts

The regulated utilities (Tampa Electric and PGS) are allowed to recover from customers certain costs incurred through
rates approved by the Florida Public Service Commission (FPSC). The amounts included in customers’ bills for franchise fees
and gross receipt taxes are included as revenues on the Consolidated Condensed Statements of Income. These amounts totaled
$28.1 million and $59.0 million, respectively, for the three and six months ended Jun. 30, 2010, compared to $28.2 million and
$58.3 million, respectively, for the three and six months ended Jun. 30, 2009. Franchise fees and gross receipt taxes payable by
the regulated utilities are included as an expense on the Consolidated Condensed Statements of Income in ““Taxes, other than
income”. These totaled $28.0 million and $58.8 million, respectively, for the three and six months ended Jun. 30, 2010,
compared to $28.2 million and $58.2 million, respectively, for the three and six months ended Jun. 30, 2009.

Purchased Power

Tampa Electric purchases power on a regular basis to meet the needs of its customers. Tampa Electric purchased
power from entities not affiliated with TECO Energy at a cost of $49.1 million and $106.3 million, respectively, for the three
and six months ended Jun. 30, 2010, compared to $56.1 million and $98.3 million, respectively, for the three and six months
ended Jun. 30, 2009. Prudently incurred purchased power costs at Tampa Electric have historically been recoverable through
FPSC-approved cost recovery clauses.

Cash Flows Related to Derivatives and Hedging Activities

Tampa Electric Company classifies cash inflows and outflows related to derivative and bedging instruments in the
appropriate cash flow sections associated with the item being hedged. For natural gas and ongoing interest rate swaps, the cash
inflows and outflows are included in the operating section. For interest rate swaps that settle coincident with the debt issuance,
the cash inflows and outflows are treated as premiums or discounts and included in the financing section of the Consolidated
Condensed Statements of Cash Flows.

2. New Accounting Pronouncements

Subsequent Events
In February 2010, the Financial Accounting Standards Board (FASB) issued additional guidance related to subsequent
event disclosure. The guidance was effective upon issuance and has no effect on the company’s results of operations, statement
of position or cash flows.
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Fair Value Measures and Disclosures

In January 2010, the FASB issued guidance that requires entities to disclose more information regarding the
movements between Levels 1 and 2 of the fair value hierarchy. The guidance was effective for fiscal years that begin after Dec.
15, 2010, and for interim periods within that year. This guidance will not have any effect on the company’s results of
operations, statement of position or cash flows.

3, Regulatory

‘Tampa Electric’s and PGS’s retail businesses are regulated by the FPSC. Tampa Electric also is subject to regulation
by the Federal Energy Regulatory Commission (FERC) under the Public Utility Holding Company Act of 2005 (PUHCA
2005). However, pursuant to a waiver granted in accordance with the FERC’s regulations, Tampa Electric is not subject to
certain accounting, record-keeping and reporting requirements prescribed by the FERC’s regulations under PUHCA 2005, The
operations of PGS are regulated by the FPSC separately from the regulation of Tampa Electric. The FPSC has jurisdiction over
rates, service, issuance of securities, safety, accounting and depreciation practices and other matters. In general, the FPSC sets
rates at a level that allows utilities such as Tampa Electric and PGS to collect total revenues (revenue requirements) equal to
their cost of providing service, plus a reasonable return on invested capital.

Stipulation with Intervenors - Tampa Electric

As previously reported in Tampa Electric Company’s Annual Report on Form 10-K for the period ended Dec. 31,
2009, the FPSC, in connection with Tampa Electric’s 2008 base rate request, approved a $25.7 million increase in base rates
effective Jan. 1, 2010 (step increase), subject to refund, for certain capital additions placed in service in 2009,

In connection with the base rate request, the FPSC had rejected the intervenors’ arguments that the approved 2010
increase violated the intervenors’ due process rights, Florida Statutes or FPSC rules. The intervenors filed an appeal with the
Florida Supreme Court in September 2009 and Tampa Electric opposed this appeal.

In July 2010, Tampa Electric entered into a stipulation with intervenors to resolve all issues related to the 2008 base
rate case including the 2010 step increase, as well as the intervenors’ appeal to the Florida Supreme Court. Under the terms of
- the stipulation, the $25.7 million step increase remains.in effect for 2010, and Tampa. Electric will make a one-time reduction of . .
$24.0 million to customer’s bills in 2010. Effective Jan. 1, 2011, and for subsequent years, rates of $24.4 million (a $1.3
million reduction from the $25.7 million in effect for 2010) related to the step increase will be in effect.

The stipulation is subject to final approval by the FPSC, and a vote on this matter is expected in August 2010,

Wholesale and Transmission Rate Cases

In July 2010, Tampa Electric filed wholesale and transmission rate cases with the FERC. Tampa Electric’s last
wholesale requirements rate case was in 1991 and the associated service agreements were approved by the FERC in the mid-
1990s. The transmission rates charged by Tampa Electric were last updated in 2003. The proposed rates, as filed with the
FERC, could become effective, subject to refund, later this year or in the first quarter of 201 1, and are not expected to have a
material impact on Tampa Electric’s results.

Storm Damage Cost Recavery

Tampa Electric accrues $8.0 million annually effective May 2009, an increase of $4.0 million from the prior year, to a
FERC-authorized and FPSC-approved self-insured storm damage reserve. This reserve was created after Florida’s investor
owned utilities (OUs) were unable to obtain transmission and distribution insurance coverage due to destructive acts of nature.
Tampa Electric's storm reserve was $33.4 million and $29.3 million as of Jun. 30, 2010 and Dec. 31, 2009, respectively.

Regulatory Assets and Liabilities

Tampa Electric and PGS maintain their accounts in accordance with recognized policies of the FPSC. In addition,
Tampa Electric maintains its accounts in accordance with recognized policies prescribed or permitted by the FERC.

Tampa Electric and PGS apply the accounting standards for regulated operations. 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 power, conservation and environmental
costs; and the deferral of costs as regulatory assets to the period that the regulatory agency recognizes them when cost recovery
is ordered over a period longer than a fiscal year.

Details of the regulatory assets and liabilities as of Jun. 30, 2010 and Dec. 31, 2009 are presented in the following
table:
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Regulatory Assets and Liabilities
Jun. 30, Dec. 31,
{millions) 2010 2009
Regulatory assets:
Regulatory tax asset $68.4 $69.0
Other:
Cost recovery clauses 66.9 894
Postretirement benefit asset 222.8 229.1
Deferred bond refinancing costs 16.1 18.0
Environmental remediation 216 212
Competitive rate adjustment 3.0 31
Other 15.8 15.0
Total other regulatory assets 346.2 375.8
Total regulatory assets 414.6 444.8
Less: Current portion 84.0 109.2
_Long-term regulatory assets $330.6 $335.6
Regulatory liabilities:
Regulatory tax liability $17.6 $19.6
Other:
Cost recovery clauses 474 61.4
Environmental remediation 19.9 19.9
Transmission and delivery storm reserve 334 293
Deferred gain on property sales ¥ 1.8 2.8
Accumulated reserve-cost of removal 562.2 554.3
Other 0.9 0.7
Total other regulatory liabilities 665.6 668.4
- Total regulatory liabilities - - 6832 . 6880 . .
Less: Current portion 71.1 854
Long-term regulatory liabilities $612.1 $602.6

¢} Primarily related to plant life and derivative positions.
2) Amortized over the term of the related debt instrument.

3) Amortized over a 4 or 5-year period with various ending dates.

All regulatory assets are being recovered through the regulatory process. The followmg table further details the

regulatory assets and the related recovery periods:

Regulatory assets
Jun. 30, Dec 31,

{millions) 2010 2009
Clause recoverable $69.9 $92.5
Components of rate base o 232.5 238.1
Regulatory tax assets ©’ 68.4 69.0
Capital structure and other © 43.8 452
Total $414.6 $444.8

(1) To be recovered through cost recovery clauses approved by the FPSC on a dollar-for-dollar basis in the next

year.

¥3) Primarily reflects allowed working capital, which is included in rate base and earns a rate of return as

permitted by the FPSC,

3 “Regulatory tax assets” and “Capital structure and other” regulatory assets have a recoverable period longer
than a fiscal year and are recognized over the period authorized by the regulatory agency. Also included are
unamortized loan costs, which are amortized over the life of the related debt instruments. See footnotes 1

and 2 in the prior table for additional information.
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4, Income Taxes

Tampa Electric Company is included in the filing of a consolidated federal income tax return with TECO Energy and
its affiliates. Tampa Electric Company’s income tax expense is based upon a separate return computation. Tampa Electric
Company’s effective tax rates for the six months ended Jun. 30, 2010 and Jun. 30, 2009 differ from the statutory rate principally
due to state income taxes, the domestic activity production deduction and the equity portion of Allowance for Funds Used
During Construction.

The Internal Revenue Service (IRS) concluded its examination of the company's consolidated federal income tax
return for the 2008 year during 2009. There is one open issue for the 2008 tax return for which an Appeals Conference took
place in June 2010. The company expects to receive a proposed settiement amount during the third quarter of 2010. The U.S.
federal statute of limitations remains open for the year 2006 and onward.” Years 2009 and 2010 are currently under examination
by the IRS under the Compliance Assurance Program, a program in which TECO Energy is a participant. TECO Energy does
not expect the settlement of current IRS examinations to significantly change the total amount of unrecognized tax benefits by
the end of 2010. Florida’s statute of limitations is three years from the filing of an income tax return. The state impact of any
federal changes remains subject to examination by various states for a period of up to one year after formal notification to the
states. Years still open to examination by Florida’s tax authorities include 2006 and onward. The company does not expect the

settlement of audit examinations to significantly change the total amount of unrecognized tax benefits within the next 12
months.

5. Employee Postretirement Benefits

Tampa Electric Company is a participant in the comprehensive retirement plans of TECO Energy. Amounts allocable
to all participants of the TECO Energy retirement plans are found in Note 5, Employee Postretirement Benefits, in the TECO
Energy, Inc. Notes to Consolidated Condensed Financial Statements. Tampa Electric Company's portion of the net pension
expense for the three months ended Jun. 30, 2010 and 2009, respectively, was $4.4 million and $4.2 million for pension
benefits, and $3.3 million and $3.4 million for other postretirement benefits. For the six months ended Jun. 30, 2010 and 2009,
respectively, net benefit expenses were $9.3 million and $7.6 million for pension benefits and $6.9 million and $6.8 million for

other postretirement benefits.
' ‘For the fiscal 2010 plan year, TECO Energy assumed an expected long-term return on plan assets of 8.25% and a
discount rate of 5.75% for pension benefits under its qualified pension plan, and a discount rate of 5.60% for its other
postretirement benefits as of their Jan. 1, 2010 measurement dates. Additionally, TECO Energy assumed & discount rate of
5.75% for its Supplemental Executive Retirement Plan (SERP) benefits as of its Mar. 1 and Jan. 1, 2010 measurement dates.

Effective Dec. 31, 2006, in accordance with the accounting standard for defined benefit plans and other postretirement
benefits, Tampa Electric Company adjusted its postretirement benefit obligations and recorded regulatory assets to reflect the
unamortized transition obligation, prior service cost, and actuarial gains and losses of its postretirement benefit plans. Included
in the benefit expenses discussed above, for the three months and six months ended Jun. 30, 2010, Tampa Electric Company
reclassed $3.3 million and $6.4 million, respectively, of unamortized transition obligation, prior service cost and actuarial
losses from regulatory assets to net income.

In 2010, TECO Energy expects to make a contribution to its qualified pension plan of approximately $34.6 million.
Tampa Electric Company’s portion of this contribution is approximately $29.1 million.

In March 2010, the Patient Protection and Affordable Care Act and a companion bill, The Health Care and Education
Reconciliation Act (the Acts) were signed into law. Among other things, the Acts reduce the tax benefits available to an
employer that receives the Medicare Part D subsidy, resulting in a write-off of any associated deferred tax asset. As a result,
Tampa Electric Company reduced its deferred tax asset by $5.3 million and recorded a corresponding regulatory tax asset.
Tampa Electric Company is reviewing certain other aspects of the Acts that could impact the cost of medical benefits provided
to retirees and active employees. These impacts are not expected to be material to the company’s future results of operations,
statement of position or cash flows.

6. Short-Term Debt

At Jun. 30, 2010 and Dec. 31, 2009, the following credit facilities and related borrowings existed:
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Credit Facilities
Jun. 30, 2010 Dec. 31, 2009
Letters Letters
Credit Borrowings of Credit Credit Borrowings of Credit
(millions) Facilities  Outstanding " _ Outstanding Facilities  Outstanding "’ OQutstanding
Tampa Electric Company:
5-year facility $3250 $0.0 30.9 $325.0 $55.0 $0.7
1-year accounts
receivable facility 150.0 77.0 0.0 150.0 0.0 0.0
Total $475.0 $77.0 $0.9 $475.0 $55.0 $0.7
I AR -

ottt
1)) Borrowings outstanding are reported as notes payable.

These credit facilities require commitment fees ranging from 7.0 to 60.0 basis points. The weighted-average interest
rate on outstanding amounts payable under the credit facilities at both Jun. 30, 2010 and Dec. 31, 2009 was 0.74% and 0.64%,
respectively.

Tampa Electric Company Accounts Receivable Facility

On Feb. 19, 2010, Tampa Electric Company and TEC Receivables Corp. (TRC), a wholly-owned subsidiary of Tampa
Electric Company, amended their $150 million accounts receivable collateralized borrowing facility, entering into Amendment
No. 8 to the Loan and Servicing Agreement with certain lenders named therein and Citicorp North America, Inc. as Program
Agent. The amendment (i) extends the maturity date to Feb. 18, 2011, (ii) provides that TRC will pay program and liquidity
fees, which, pursuant to the amendment, will total 100 basis points, (iii) provides that the interest rates on the borrowings will
be based on prevailing asset-backed commercial paper rates, unless such rates are not available from conduit lenders, in which
case the rates will be at an interest rate equal to, at Tampa Electric Company’s option, either Citibank’s prime rate (or the
federal funds rate plus 50 basis points, if higher) or a rate based on the London interbank offer rate (if available) plus a margin
and (iv) makes other technical changes.

7. Other Comprehensive Income
Other Comprehensive Income Three months ended Jun. 30, Six months ended Jun. 30,
(millions) Gross Tax Net Gross Tax Net
2010
Unrealized gain on cash flow hedges $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Add: Loss reclassified to net income 0.3 (0.1) 0.2 0.6 0.2) 0.4
(3ain on cash flow hed 0.3 (0.1) 0.2 0.6 (0.2) 04
Total other wﬂmhensive income $0.3 (50.12 $0.2 $0.6 ($0.2) $0.4
2009
Unrealized gain on cash flow hedges $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Add: Loss reclassified to net income 0.2 (0.1) 0.1 0.5 0.2) 0.3
Gain on cash flow hed, 0.2 0.1) 0.1 0.5 0.2) 0.3
—mmie ncome $0.2 ¢0.1) $0.1 $0.5 (80.2) $0.3
Accumulated Other Comprehensive Loss
(millions) Jun. 30, 2010 Dec. 31, 2009
Net unrealized losses from cash flow eg {1 $5.7) ($6.1)
accum o ive loss (!»5.7} (36.1)

(1) Net of tax benefit of $3.6 million and $3.8 million as of Jun. 30, 2010 and Dec. 31, 2009, respectively.
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8. Commitments and Contingencies

Legal Contingencies

From time to time, Tampa Electric Company and its subsidiaries are involved in various legal, tax and regulatory
proceedings before various courts, regulatory commissions and governmental agencies in the ordinary course of its business.
‘Where appropriate, accruals are made in accordance with accounting standards for contingencies to provide for matters that are
probable of resulting in an estimable, material loss, While the outcome of such proceedings is uncertain, management does not
believe that their ultimate resolution will have a material adverse effect on the company's results of operations or financial
condition.

Superfund and Former Manufactured Gas Plant Sites

Tampa Electric Company, through Tampa Electric and PGS, is a potentially responsible party (PRP) for certain
superfund sites and, through PGS, 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 Jun. 30, 2010, Tampa Electric Company
has estimated its ultimate financial liability to be approximately $19.9 million, primarily at PGS, and this amount has been
accrued in the company's financial statements. The environmental remediation costs associated with these sites, which are
expected to be paid over many years, are not expected to have a significant impact on customer prices.

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

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

Factors that could impact these estimates include the ability of other PRPs to pay their pro-rata portion of the cleanup
costs, additional testing and investigation which could expand the scope of the cleanup activities, additional liability that might -
arise from the cleanup activities themselves or changes in laws or regulations that could require additional remediation. These

costs are recoverable through customer rates established in subsequent base rate proceedings.
Letters of Credit
At Jun. 30, 2010, Tampa Electric Company had $0.9 million of letters of credit outstanding.

Letters of Credit -Tampa Electric Company

(millions)
After Liabilities Recognized
Letters of Credit for the Benefit of: 2010 2011-2014 2014 Total at Jun. 30, 2010
Tampa Electric :
Letters of credit $0.0 $0.0 $0.9 $0.9 $0.0
Total $0.0 $0.0 $0.9 $0.9 $0.0
Financial Covenants

In order to utilize its bank credit facilities, Tampa Electric Company must meet certain financial tests as defined in
the applicable agreements. In addition, Tampa Electric Company has certain restrictive covenants in specific agreements and
debt instruments. At Jun. 30, 2010, Tampa Electric Company was in compliance with applicable financial covenants.
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9. Segment Information

Tampa Electric Company segments are determined based on how management evaluates, measures and makes
decisions with respect to the operations of the entity. The management of Tampa Electric Company reports segments based on
each subsidiary’s contribution of revenues, net income and total assets, as required by the accounting guidance for disclosures
about segments of an enterprise and related information. All significant intercompany transactions are eliminated in the
Consolidated Condensed Financial Statements of Tampa Electric Company, but are included in determining reportable
segments,

{millions) Tampa Peoples Other & Tampa Electric
Three months ended Jun. 30, Electric Gas Eliminations Company
2010
Revenues - external $552.8 $1124 $0.0 $665.2
Sales to affiliates 0.4 3.7 (3.8) 0.3
Total revenues 5532 116.1 (3.8) 665.5
Depreciation 536 114 0.0 650
Total interest charges 30.8 4.6 0.0 354
Provision for taxes 338 33 0.0 371
Net income 56.8 5.1 0.0 61.9
2009
Revenues - external $563.2 $99.7 $0.0 $662.9
Sales to affiliates 04 34 (3.5) 0.3
Total revenues 563.6 103.1 (3.5) 663.2
Depreciation 49.3 11.0 0.0 60.3
Total interest charges ’ 28.6 48 0.0 334
Provision for taxes 278 29 0.0 30.7
Net income 48.5 4.6 0.0 53.1
Six months ended Jun. 30,
2010
Revenues - external $1,077.6 $294.1 $0.0 $1,371.7
Sales to affiliates 0.7 14.9 (15.1) 0.5
Total revenues 1,078.3 309.0 (15.1) 1,3722
Depreciation 106.6 22.8 0.0 1294
Total interest charges 61.1 9.2 0.0 703
Provision for taxes ' 61.6 145 0.0 76.1
Net income 104.9 23.0 - 0.0 127.9
Total assets at Jun. 30, 2010 $5,589.6 $830.7 ($17.5) $6,402.8
2009
Revenues - external $1,0705 $246.2 $0.0 $1,316.7
Sales to affiliates 0.7 9.9 (10.1) 0.5
Total revenues 1,071.2 256.1 (10.1) 1,317.2
Depreciation 973 218 0.0 119.1
Total interest charges 56.8 9.5 0.0 66.3
Provision for taxes 372 10.1 0.0 473
Net income 66.8 15.8 0.0 82.6
Total assets at Dec. 31, 2009 $5.457.5 $826.0 (39.7) $6,273.8

10. Accounting for Derivative Instruments and Hedging Activities

From time to time, Tampa Electric Company enters into futures, forwards, swaps and option contracts for the
following purposes:
¢  To limit the exposure to price fluctuations for physical purchases and sales of natural gas in the course of normal operations;
and

* To limit the exposure to interest rate fluctuations on debt securities.
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Tampa Electric Company uses derivatives only to reduce normal operating and market risks, not for speculative
purposes. Tampa Electric Company’s primary objective in using derivative instruments for regulated operations is to reduce
the impact of market price volatility on ratepayers.

The risk management policies adopted by Tampa Electric Company provide a framework through which management
monitors various risk exposures. Daily and periodic reporting of positions and other relevant metrics are performed by a
centralized risk management group which is independent of all operating companies.

Tampa Electric Company applies the accounting standards for derivatives and hedging. These standards require
companies to recognize derivatives as either assets or liabilities in the financial statements, to measure those instruments at fair
value, and to reflect the changes in the fair value of those instruments as either components of other comprehensive income
(OC) 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 loss on the related hedging instrument must be reclassified from OCI to earnings
based on its value at the time of the instrument’s settlement. For effective hedge transactions, the amount reclassified from OCI
to earnings is offset in net income by the market change of the amount paid or received on the underlying physical transaction.

New accounting standards for disclosures became effective for financial statements issued for fiscal years and interim
periods beginning after Nov. 15, 2008. This new standard requires enhanced disclosures about a company’s derivative activities
and how the related hedged items affect a company’s financial position, financial performance and cash flows. The new
requirements include qualitative disclosures about the company’s fair value amounts of gains and losses associated with
derivative instruments, as well as disclosures about credit-risk-related contingent features in derivative agreements. Tampa
Electric Company adopted this new standard effective Jan. 1, 2009.

Tampa Electric Company applies accounting standards for regulated operations to financial instruments used to hedge
the purchase of natural gas for the regulated companies. These standards, in accordance with the FPSC, permit the changes in
fair value of natural gas derivatives to be recorded as regulatory assets or liabilities to reflect the impact of hedging activities on
the fuel recovery clause. As a result, these changes are not recorded in OCI (see Note 3).

A company'’s physical contracts qualify for the normal purchase/normal sale (NPNS) exception to derivative
accounting rules, provided they meet certain criteria. Generally, NPNS applies if the company deems the counterparty
creditworthy, if the counterparty owns or controls resources within the proximity to allow for physical delivery of the
commodity, if the company intends to receive physical delivery and if the transaction is reasonable in relation to the company’s
business needs. As of Jun: 30, 2010, all of Tampa Electric Company's physical contracts qualify for the NPNS exception.- -

The following table presents the derivative hedges of natural gas contracts at Jun. 30, 2010 and Dec. 31, 2009 to limit
the exposure to changes in the market price for natural gas used to produce energy and natural gas purchased for resale to
customers:

Natural Gas Derivatives

Jun. 30, Dec. 31,

(millions) 2010 2009

Current assets $0.5 $0.8
Long-term assets 0.0 0.0
Total assets $0.5 $0.8
Current liabilities™” $36.2 $33.1
Long-term liabilities 4.8 3.6
Total liabilities $41.0 $36.7

m Amounts presented above are on a gross basis, with asset and Hability positions netted by counterparty in accordance with accounting

standards for derivatives and hedging.
The ending balance in accumulated other comprehensive income (AOCT) related to previously settled interest rate
swaps at Jun. 30, 2010 is a net loss of $5.7 million after tax and accumulated amortization. This compares to a net loss of $6.1
million in AOCI after tax and accumulated amortization at Dec. 31, 2009.

The following table presents the effect of energy related derivatives on the fuel recovery clause mechanism in the
Consolidated Condensed Balance Sheet as of Jun. 30, 2010:
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Energy Related Derivatives

Asset Derivatives Liability Derivatives
(millions) Balance Sheet Fair Balance Sheet Fair
at Jun. 30, 2010 Location'” Value Location” Value
Commodity Contracts:
Natural gas derivatives:
Current Regulatory liabilities $0.5  Regulatory assets $36.2
Long-term Regulatory liabilities 0.0 _ Repulatory assets 4.8
Total $0.5 $41.0

(1) Natural gas derivatives arc deferred in accordance with accounting standards for regulated operations and all increases and decreases in the
cost of natural gas supply are passed on to customers with the fuel recovery clause mechanism. As gains and losses are realized in future
periods, they will be recorded as fuel costs in the Consolidated Condensed Statements of Income.

Based on the fair value of the instruments at Jun. 30, 2010, net pretax losses of $35.7 million are expected to be
reclassified from regulatory assets to the Consolidated Condensed Statements of Income within the next twelve months.

The following table presents the effect of hedging instruments on OCI and income for the three and six months ended
Jun. 30:

Location of Gain/(Loss)

Reclassified From AQCI Into Amount of Gain/(Loss) Reclassified From AOCI Into
{millions) Income Income
Derivatives in Cash Flow Three months Six months ended
Hedging Relationships Effective Portion'” ended Jun. 30: Jun. 30:
2010

" Interest rate contracts: ~ -~ Interest expense - .- {30.2) - : < ($0.4)
Total ($0.2) (30.4)
- I L
2009
Interest rate contracts: Interest expense ($0.1) (30.3)
Total gso.xz 5$03=
I

(1) Changes in OCI and AOCI are reported in after-tax doliars.

For derivative instruments that meet cash flow hedge criteria, the effective portion of the gain or loss“on the derivative
is reported as a component of OCI and reclassified into earnings in the same period or period during which the hedged
transaction affects eamnings. Gains and losses on the derivatives representing either hedge ineffectiveness or hedge components
excluded from the assessment of effectiveness are recognized in current earnings. For the three months and six months ended
Jun, 30, 2010 and 2009, all hedges were effective.

The maximum length of time over which the company is hedging its exposure to the variability in future cash flows
extends to Dec. 31, 2012 for the financial natural gas contracts. The following table presents by commodity type the company’s
derivative volumes that, as of Jun. 30, 2010, are expected to settle during the 2010, 2011 and 2012 fiscal years:

Natural Gas Contracts
(millions) (MMBTUs)
Year Physical  Financial
2010 0.0 20.5
2011 0.0 139
2012 0.0 2.3
Total 0.0 36.7

Tampa Electric Company is exposed to credit risk primarily through entering into derivative instruments with
counterparties to limit its exposure to the commodity price fluctuations associated with natural gas, Credit risk is the potential
loss resulting from a counterparty’s nonperformance under an agreement. Tampa Electric Company manages credit risk with
policies and procedures for, among other things, counterparty analysis, exposure measurement, and exposure monitoring and
mitigation.
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It is possible that volatility in commodity prices could cause Tampa Electric Company to have material credit risk
exposures with one or more counterparties. If such counterparties fail to perform their obligations under one or more
agreements, Tampa Electric Company could suffer a material financial loss. However, as of Jun. 30, 2010, substantially all of
the counterpames with transaction amounts outstanding in Tampa Electric Company’s energy portfolio are rated investment
grade by the major rating agencies. Tampa Electric Company assesses credit risk internally for counterparties that are not rated.

Tampa Electric Company has entered into commodity master arrangements with its counterparties to mitigate credit
exposure to those counterparties. The company generally enters into the following master arrangements: (1) Edison Electric
Institute agreements (EEI) - standardized power sales contracts in the electric industry; (2) International Swaps and Derivatives
Association agreements (ISDA) - standardized financial gas and electric contracts; and (3) North American Energy Standards
Board agreements (NAESB) - standardized physical gas contracts. Tampa Electric Company believes that entering into such
agreements reduces the risk from default by creating contractual rights relating to creditworthiness, collateral and termination.

Tampa Electric Company has implemented procedures to monitor the creditworthiness of our counterparties and to
consider nonperformance in valuing counterparty positions. Tampa Electric Company monitors counterparties’ credit standing,
including those that are experiencing financial problems, have significant swings in credit default swap rates, have credit rating
changes by external rating agencies, or have changes in ownership. Net liability positions are generally not adjusted as Tampa
Electric Company uses derivative transactions as hedges and has the ability and intent to perform under each of these contracts.
In the instance of net asset positions, Tampa Electric Company considers general market conditions and the observable
financial health and outlook of specific counterparties, forward looking data such as credit default swaps, when available, and
historical default probabilities from credit rating agencies in evaluating the potential impact of nonperformance risk to
derivative positions. As of Jun. 30, 2010, substantially all positions with counterparties are net liabilities.

Certain of Tampa Electric Company’s derivative instruments contain provisions that require Tampa Electric
Company’s debt to maintain an investment grade credit rating from any or all of the major credit rating agencies, If debt
ratings were to fall below investment grade, it could trigger these provisions, and the counterparties to the derivative
instruments could request immediate payment or demand immediate and ongoing full overnight collateralization on derivative
instruments in net liability positions. Tampa Electric Company has no other contingent risk features associated with any
derivative instruments.

The table below presents the fair value of the overall contractual contingent liability posmons for Tampa Electric
Company s denvanvc acuvxty at Jun. 30 2010

Derivative

Fair Value Exposure
(millions) Asset/ Asset/ Posted
At Jun. 30, 2010 (Liability) (Liability) Collateral
Credit Rating (340.5) (840.5) $0.0

11. Fair Value Measurements

Items Measured at Fair Value on a Recurring Basis

The following tables set forth, by level within the fair value hierarchy, Tampa Electric Company's financial assets and
liabilities that were accounted for at fair value on a recurring basis as of Jun, 30, 2010 and Dec. 31, 2009. As required by
accounting standards for fair value measurements, financial assets and liabilities are classified in their entirety based on the
lowest level of input that is significant to the fair value measurement. Tampa Electric Company's assessment of the significance
of a particular input to the fair value measurement requires judgment, and may affect the valuation of fair value assets and
liabilities and their placement within the fair value hierarchy levels. For all assets and liabilities presented below the market
approach was used in determining fair value.

Recurring Derivative Fair Value Measures

At fair value as of Jun. 30, 2010

{millions) Level 1 Level 2 Level 3 Total
Natural gas swaps $0.0 $0.5 $0.0 $0.5
Total $0.0 $0.5 $0.0 $0.5
T L E ] TR
Natural gas swaps $0.0 $41.0 30.0 $41.0
Total $0.0 $41.0 $0.0 $41.0
SRR ] T S
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At fair value as of Dec, 31, 2009

(millions) Level 1 Level 2 Level 3 Total
Assets
Natural gas swaps $0.0 $0.8 $0.0 $0.8
Total 30.0 $0.8 $0.0 30.8
SR E o T E ]
Liapilities
Natural gas swaps $0.0 $36.7 $0.0 $36.7
Total $0.0 $36.7 $0.0 $36.7
R e f o g e

Natural gas swaps are over-the-counter swap instruments. The primary pricing inputs in determining the fair value of natural
gas swaps are the New York Mercantile Exchange (NYMEX) quoted closing prices of exchange-traded instruments. These
prices are applied to the notional amounts of active positions to determine the reported fair value.

Tampa Electric Company considered the impact of nonperformance risk in determining the fair value of derivatives.
Tampa Electric Company considered the net position with each counterparty, past performance of both parties and the intent of
the parties, indications of credit deterioration, and whether the markets in which we transact have experienced dislocation, At
Jun. 30, 2010, the fair value of derivatives was not materially affected by nonperformance risk. Tampa Electric Company's net
positions with substantially all counterparties were liability positions.

Fair Value of Long-Term Debt

At Jun. 30, 2010, Tampa Electric Company’s total long-term debt had a carrying amount of $1,998.1 million and an
estimated fair market value of $2,193.7 million. At Dec. 31, 2009, total long-term debt had a carrying amount of $1,999.4
million and an estimated fair market value of $2,115.4 million.

12. Variable Interest Entities

Tampa Electric Company accounts for VIEs under accounting standards for consolidations. In accordance with these
standards, Tampa Electric Company evaluates for consolidation all long-term agreements with VIEs in which contractual,
ownership or other pecuniary interests in that entity change with changes in the fair value of the entity’s net assets. A party to an
agreement that has both 1) the power to direct the activities of a VIE that most significantly impact the entity’s economic
performance and 2) the obligation to absorb losses of the entity that could potentially be significant to the VIE or the right to
receive benefits from the entity that could potentially be significant to the VIE, is considered to be the primary beneficiary and
is required to consolidate that entity.

Tampa Electric Company has entered into multiple PPAs with wholesale energy providers in Florida to ensure the
ability to meet customer energy demand and to provide lower cost options in the meeting of this demand. These agreements
range in size from 121 MW to 370 MW of available capacity, are with similar entities and contain similar provisions. Because
some of these provisions provide for the transfer or sharing of a number of risks inherent in the generation of energy, these
agreements meet the definition of being variable interest entities. These risks include: operating and maintenance; regulatory;
credit; commodity/fuel; and energy market risk. Tampa Electric Company has reviewed these risks and has determined that the
owners of these entities have retained the majority of these risks over the expected life of the underlying generating assets, have
the power to direct the most significant activities, the obligation or right to absorb losses or benefits and hence remain the
primary beneficiaries. As a result, Tampa Electric Company is not required to consolidate any of these entities. Tampa Electric
Company purchased $49.1 million and $56.1 million, and $106.3 million and $98.3 million, under these PPAs for the three
months and six months ended Jun. 30, 2010 and 2009, respectively.

In one instance Tampa Electric Company’s agreement with the entity for 370 MW of capacity was entered into prior to
Dec. 31, 2003, the effective date of consolidation standards, Under the standards, Tampa Electric Company is required to make
an exhaustive effort to obtain sufficient information to determine if this entity is a VIE and which holder of the variable interests
is the primary beneficiary. The owners of this entity are not willing to provide the information necessary to make these
determinations, under the contract have no obligation to do so and the information is not available publicly. As a result, Tampa
Electric Company is unable to determine if this entity is a VIE and, if so, which variable interest holder, if any, is the primary
beneficiary. Tampa Electric Company has no obligation to this entity beyond the purchase of capacity; therefore, the maximum
exposure for Tampa Electric Company is the obligation to pay for such capacity under terms of the PPA at rates that could be
unfavorable to the wholesale market. The Tampa Electric Company purchased $17.6 million and $11.2 million, and $30.3
million and $17.4 million under this PPA for the three months and six months ended Jun. 30, 2010 and 2009, respectively.

Tampa Electric Company does not provide any material financial or other support to any of the VIEs it is involved
with, nor is it under any obligation to absorb losses associated with these VIEs, Tampa Electric Company’s involvement with
these VIEs does not affect our Consolidated Condensed Balance Sheets, Statements of Income or Cash Flows.
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13. Subsequent Events

Stipulation with Intervenors — Tampa Electric
In July 2010, Tampa Electric entered into a stipulation with intervenors to resolve all issues related to the 2008 base
rate proceedings including the 2010 step increase, as well as the intervenors’ appeal to the Florida Supreme Court. The
stipulation is subject to final approval by the FPSC, and a vote on this matter is expected in August 2010. If approved, Tampa
Electric Company will make a one-time reduction of $24.0 million to customer bills in 2010. See Note 3 for further discussion.
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This Management’s Discussion & Analysis contains forward-looking statements, which are subject to the inherent
uncertainties in predicting future results and conditions. Actual results may differ materially from those forecasted. The forecasted
results are based on the company's current expectations and assumptions, and the company does not undertake to update thas
information or any other information contained in this Management’s Discussion & Analysis, except as may be required by
law. Factors that could impact actual results include: regulatory actions by federal, state or local authorities; the approval of
Tampa Electric’s regulatory stipulation before the FPSC, or if the stipulation is not approved the hearing before the FPSC on
Tampa Electric’s 2010 portion of rates approved in 2009, and the intervenor’s appeal of that rate change to the Florida
Supreme Court; unexpected capital needs or unanticipated reductions in cash flow that affect liguidity; the ability to access the
capital and credit markets when required; the availability of adequate rail transportation capacity for the shipment of TECO
Coal's production; general economic conditions affecting energy sales at the utility companies; economic conditions, both
national and international, affecting the Florida economy and demand for TECO Coal ’s production; weather variations and
changes in customer energy usage patterns affecting sales and operating costs at Tampa Electric and Peoples Gas and the effect
of extreme weather conditions or hurricanes; operating conditions, commaodity prices; operating cost and environmental or
safety rule changes affecting the production levels and margins at TECO Coal; fuel cost recoveries and related cash at Tampa
Electric and natural gas demand at Peoples Gas; the ability of TECO Energy's subsidiaries to operate equipment without undue
accidents, breakdowns or failures; changes in the U.S. federal tax code on earnings from foreign investments that could reduce
earnings; and the ultimate outcome of efforts to revise the significantly lower EEGSA VAD tariff rates implemented by regulatory
authorities in Guatemala effective Aug. 1, 2008 affecting TECO Guatemala's results. Additional information is contained
under "Risk Factors” in TECO Energy, Inc.’s Annual Report on Form 10-K for the period ended Dec. 31, 2009, and as
updated by Item 1A “Risk Factors” of Part Il of its Report on Form 10-Q for the quarter ended Mar. 31, 2010.

_Earnings Summary - Unaudited

Three months ended Jun. 30, Six months ended Jun. 30,
{millions, except per share amounts) 2010 2009 2010 2009
Consolidated revenues 898.8 825.2 1,811.1 1,649.2
‘Net income o o T C75.7 609 "131.7 95.6
- o

Average common shares outstanding

Basic 212.5 2117 2124 2116

Diluted 214.7 212.5 214.5 212.3
Earnings per share - basic

Earnings per share - basic 0.35 0.29 0.61 0.45
Earnings per share - diluted

Bamingg pet share - diluted ] , 0.35 0.29 0.61 . 045
Operating Results
Three Months Ended Jun. 30, 2010

TECO Energy, Inc. reported second quarter net income attributable to TECO Energy of $75.5 million or $0.35 per share,
compared to $60.9 million or $0.29 per share in the second quarter of 2009. Results in the second quarter of 2010 were reduced by a
$4.1 million charge related to early debt retirement completed in April.

Six Months Ended Jun. 30, 2010

Year-to-date net income and earnings per share were $131.3 million or $0.61 per share in 2010, compared to $95.6 million
or $0.45 per share in the same period in 2009. Year-to-date results in 2010 were reduced by charges of $20.3 million for early debt
retirement and $0.9 million for restructuring; results in the 2009 year-to-date period benefited from $5.1 million of net charges and
gains, primarily the gain on the sale of the Guatemalan telecommunications provider, Navega.

Operating Company Results

All amounts included in the operating company and Parent/other results discussions are after tax, unless otherwise
noted.

Due to an accounting rule change reiated to variable interest entities (VIEs), effective Jan. 1, 2010 the San José and
Alborada power stations at TECO Guatemala were consolidated in the financial statements of TECO Energy. Prior periods
have not been restated to reflect this change, which did not affect net income.
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Tampa Electric Company ~ Electric Division

Net income for the second quarter was $56.8 million, compared with $48.5 million for the same period in 2009.
Results for the quarter reflected higher base rates effective in May 2009 and the 2010 portion of rates approved by the Florida
Public Service Commission (FPSC) in December 2009. Results also reflected a 0.7% higher average number of customers,
higher earnings on nitrogen oxide (NOx) control projects, and higher operations and maintenance expenses. Net income
included $0.3 million of Allowance for Funds Used During Construction (AFUDC) - equity, which represents allowed equity cost
capitalized to construction costs, related to the installation of the final NO, control project at the Big Bend Station, compared with
$2.5 million in the 2009 period.

Total retail energy sales increased 2.0% in the second gquarter of 2010, compared to the same period in 2009. Total
degree days in Tampa Electric's service area were 12% above normal and 6% higher than in the second quarter of 2009. Pretax
base revenue increased between $3 and $5 million from warmer spring weather in the second quarter of 2010, compared to the
same period last year. Pretax base revenues increased between $13 and $17 million in the second quarter of 2010, due to the
new base rates approved by the FPSC for Tampa Electric effective in May 2009 and January 2010.

Sales to the weather-sensitive residential customer segment increased 3.7% due to the warmer-than-normal spring
weather. Sales to the commercial and industrial-other customer segments decreased 0.9% and 4.0% respectively, in the second
quarter, primarily due to the economic conditions in the Tampa area. Sales to industrial-phosphate customers increased 23% in
the second quarter of 2010, driven by higher demand for fertilizer products and lower self-generation at their facilities.

Operations and maintenance expense, excluding all FPSC-approved cost recovery clauses, increased $2.4 million,
driven primarily by the accrual of performance-based incentive compensation for all employees based on year-to-date financial
results,

Compared to the second quarter of 2009, depreciation and amortization expense increased $2.7 million, reflecting
additions to facilities to serve customers including peaking combustion turbines, SCR projects and coal rail unloading facilities.
Interest expense at Tampa Electric increased slightly due to higher long-term debt balances.

Year-to-date net income was $104.9 million, compared with $66.8 million in the 2009 period, driven primarily by
higher base revenues from favorable weather, new base rates, 0.5% higher average number of customers, higher earnings on
NOx control projects, and lower operations and maintenance expenses. Net income included $1.3 million of AFUDC - equity
related to the installation of NOx control equipment, compared with $5.8 million in the 2009 period for NOx control projects
and peaking combustion turbines, Sales to other utilities declined 15% from the 2009 period, reflecting lower natural gas prices.
©° Total degree days in Tampa Electric's service area were 20% above normal and 15% above the prior year-to-date -
period. Pretax base revenue increased between $18 and $25 million from favorable weather in 2010 compared to the same period
last year, Pretax base revenues increased between $40 and $50 million in the 2010 year-to-date period due to the new base rates
approved by the FPSC for Tampa Electric effective in May 2009 and January 2010.

In the 2010 year-to-date period, total retail energy sales increased 4.6%, compared to the 2009 period, driven primarily
by favorable weather and the 0.5% increase in the average number of customers. Favorable weather in the period contributed
to a 10.6% increase in sales to the weather-sensitive residential customer class. Sales to commercial and industrial-other
customers declined by 1.0% and 7.3% respectively, primarily due to economic conditions. Operations and maintenance
expense, excluding all FPSC-approved cost recovery clauses, decreased $2,7 million. Lower spending on planned generating
unit outages and lower costs to operate the distribution system were partxally offset by the accrual of performance-based
incentive compensation for all employees.

Compared to the 2009 year-to-date period, depreciation and amortization expense increased $5.8 mﬂhon, reflecting
the additions to facilities to serve customers discussed above. Interest expense at Tampa Electric increased slightly due to
higher long-term debt balances.
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A summary of Tampa Electric’s operating statistics for the three months and six months ended Jun. 30, 2010 and 2009
follows:

Operating Revenues Kilowatt-hour sales
(millions, except average customers) 2010 2009 % Change 2010 2009 % Chan&e_
Three months ended Jun. 30,
By Customer Type
Residential $255.7 $257.6 0.7 2,133.8 2,057.1 37
Commercial 161.3 173.3 6.9) 1,5493 1,563.6 0.9
Industrial ~ Phosphate 235 199 18.1 271.2 220.3 231
Industrial — Other 26.8 293 8.5 275.4 287.1 4.1)
Other sales of electricity 46.9 505 a.n 438.7 4503 (2.6)
Deferred and other revenues 16.4 74 121.6 0.0 0.0 0.0
Total 5306 5380 (14 4,668.4 4,578.4 2.0
Sales for resale 10.3 13.1 214 1329 121.1 9.7
Other operating revenue 12.2 124 (1.6) 00 0.0 00
SO, Allowance sales 0.1 0.1 00 0.0 0.0 0.0
Total $553.2 $563.6 5 1.8! 4@01 3 4{)99.5 2.2
Average customers (thousands) 671.0 666.4 0.7
Retail output to line (kilowatt hours) 5,331.3 5,100.7 4.5
Six months ended Jun. 30,
By Customer Type
Residential $522.9 $508.7 2.8 4,363.8 3,944.8 10.6
Commercial 3084 3395 9.2) 29345 2,963.5 (1.0)
Industrial - Phosphate 45.0 40.8 103 514.9 467.1 10.2
Industrial — Other . . . . 508 . 58.6 (33 . . 5182 . 559.2 (1.3).
Other sales of electricity 93.2 100.5 (7.3) 869.5 864.8 0.5
Deferred and other revenues 13.0 (25.1) (151.8) 0.0 0.0 0.0
Total 1,033.3 1,023.0 1.0 9,200.9 8,799.4 4.6
Sales for resale 20.1 25.2 (20.2) 227.1 266.7 (14.8)
Qther operating revenue 246 229 74 0.0 0.0 0.0
SO, Allowance sales 0.1 0.1 00 00 0.0 0.0
NOx Allowance sales 0.2 0.0 0.0 0.0 0.0 0.0
Total $1078.3  $1.071.2 0.7 9,428.0 9,066.1 4.0
Average customers (thousands) 670.5 666.3 0.6
Retail output to line (kilowatt hours) 9.967.5 9,463.4 53

(1) Primarily reflects the timing of environmental and fuel clause recoveries.

Tampa Electric Company ~ Natural Gas Division (Peoples Gas)

Peoples Gas reported net income of $5.1 million for the second quarter, compared to $4.6 million in the same period
in 2009. Quarterly results reflect a 0.5% higher average number of customers, lower sales to residential customers due to milder
late spring weather and increased sales to commercial and interruptible customers due to the return to service of several higher
volume customers that were idle in the 2009 period. Pretax base revenues increased approximately $4 million due to the higher
base rates which became effective in June 2009. Non-fuel operations and maintenance expense increased, due to the accrual of
performance-based incentive compensation for all employees based on year-to-date financial results and a provision related to
potential earnings above the top of the allowed return on equity (ROE) range, discussed below. Results also reflect increased
depreciation expense due to routine plant additions.

In 2010, as a resuit of the unprecedented cold winter weather, Peoples Gas expects to earn above the top of its allowed
ROE range of 9.75% to 11.75%. As a result, in the second quarter of 2010, Peoples Gas recorded a provision related to these
potential earnings. The disposition of any earnings above the top of the allowed range would be determined by the FPSC.

Peoples Gas reported net income of $23.0 million for the year-to-date period, compared to $15.8 million in the same
period in 2009. Results reflect a 0.4% higher average number of customers. Residential customer usage increased due to colder
first quarter winter weather in 2010. Pretax base revenues increased approximately $10 million due to the unusually cold winter
weather and approximately $5 million due to the higher base rates which became effective in June 2009. Increased sales to
commercial and industrial customers reflect the colder-than-normal winter weather, the return to service of several higher
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volume customers that were idle in the 2009 period and generally higher usage by those customers. Gas transported for power
generation customers increased over the 2009 year-to-date period due to higher power demand in the first quarter. Non-fuel
operations and maintenance expense increased, due to the same factors as in the second quarter,

A summary of PGS’ regulated operating statistics for the three months and six months ended Jun. 30, 2010 and 2009
follows:

Operating Revenues Therms
(millions, except average customers) 2010 2009 % Change 2010 2009 % Change
Three months ended Jun. 30,
By Customer Type
Residential $29.2 $27.1 1.1 135 137 (1.5)
Commercial 34.6 332 42 96.2 91.6 5.0
Industrial 22 1.8 22.2 48.5 454 6.8
Off system sales 36.0 26.3 36.9 727 62.2 169
Power generation 2.2 2.6 (15.4) 143.9 144.9 ()]
Other revenues 9.7 10.0 3.0 0.0 0.0 0.0
Total $113.9 $101.0 12.3 374.8 357.8 4.8
T
By Sales Type
System supply $81.1 $69.5 16.7 - 98.1 89.0 10.2
Transportation 23.1 21.5 7.4 276.7 268.8 29
Other revenues 9.7 10.0 3.0) 0.0 0.0 0.0
Total $1139 $101.0 12.8 374.8 357.8 4.8
Avera&e customers (thousands) 3372 335.5 0.5
Six months ended Jun. 30,
By Customer Type . .. L . , R
Residential $100.7 $86.5 164 59.7 468 276
Commercial 84.6 805 5.1 2215 201.7 98
Industrial 4.8 40 20.0 103.2 92.3 118
Off system sales 874 527 65.8 155.1 113.2 37.0
Power generation 4.5 53 (15.1) 2728 253.0 18
Other revenues 224 23.0 (2.6) 0.0 0.0 0.0
Total $304.4 $252.0 20.8 812.3 707.0 14.9
B e ——— A I RN
By Sales Type
System supply . $230.0 $183.2 255 2442 191.2 217
Transportation 52.0 458 13.5 568.1 515.8 10.1
Other revenues ‘ 224 230 (2.6) 0.0 0.0 0.0
Total $304.4 $252.0 20.8 812.3 707.0 14.9
Average customers (thousands) 336.8 335.5 04
TECO Coal

TECO Coal reported second quarter net income of $20.7 million on sales of 2.4 million tons, compared to $10.1 million
on sales of 2.2 million tons in the same period in 2009. Results in 2010 included a $2.0 million benefit from the settlement of
state income tax issues recorded in prior years. In 2009, net income for the quarter included $2.0 million related to a payment
for a contract renegotiation with a steam coal customer, which resulted in higher selling prices in 2009 in exchange for deferred
deliveries of contracted tons into 2010 and 2011.

In 2010, results reflect an average net per-ton selling price, excluding transportation allowances, of almost $77 per ton,
approximately 9% higher than in 2009, and above prior guidance due to a sales mix that was more heavily weighted to
metallurgical and PCI coal. Second quarter 2010 metallurgical and PCI coal sales were above prior projections due to recovery
in the steel industry and the shift of previously deferred steam coal tons to the PCI market. In the second quarter of 2010, the
all-in total per-ton cost of production increased to almost $67 per ton, which is within the cost guidance range previously
provided. TECO Coal's effective income tax rate in the second quarter of 2010 was a more normal 24%, excluding the effect of the
$2 million state income tax settiement discussed above, compared to 14% in the 2009 period.

TECO Coal recorded year-to-date net income of $37.5 million on sales of 4.6 million tons in 2010, compared to $18.1
million on sales of 4.5 million tons in the 2009 period. Year-to-date net income includes a $5.3 million benefit from the
settlement of state income tax issues recorded in prior years. The year-to-date sales mix was driven by the same factors as in the
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second quarter. The 2010 year-to-date average net per-ton selling price and the all-in total per-ton cost of production were similar
to those reported for the second quarter. TECO Coal's effective income tax rate was a more normal 23%, excluding the effect of
the state income tax settlements discussed above, compared to 14% in the 2009 year-to-date period.

TECO Guatemala

TECO Guatemala reported second quarter net income of $10.6 million in 2010, compared to $7.9 million in the 2009
period. Year-to-date 2010 net income was $21.0 million, compared to $21.1 million in the 2009 period. Year-to-date net
income in 2009 included an $8.7 million gain on the sale of the telecommunication company, Navega. Results in the 2010
quarter for the distribution utility (EEGSA) and affiliated companies included an $0.8 million benefit related to an adjustment
to previously estimated year-end equity balances, compared to a similar $2.5 million benefit in 2009.

Higher contract and spot energy sales at the San José Power Station increased net income $4.7 million in the second
quarter of 2010 from normal operations of the plant. Because the capacity payment for the San José Power Station is calculated
on a rolling 12-month average, it was reduced by similar amounts in both the 2010 and 2009 quarters due to unplanned outages
in 2009. The San José Power Station did not operate in the second quarter of 2009 due to the extended unplanned outage as a
result of a generator rotor failure. The repairs were completed and the unit returned to service July 2, 2009,

Parent & Other

The cost for Parent & other in the second quarter of 2010 was $17.7 million, compared to a cost of $10.2 million in
the same period in 2009. In 2010, the cost for Parent & other included the $4.1 million charge for parent debt retirement.
Results in 2010 included a $0.7 million negative valuation adjustment to foreign tax credits based on estimated foreign source
income and projected timing of the utilization of the net operating loss (NOL) carry forwards. Results in 2009 included a $2.6
million benefit from a sale of property by TECO Properties. The year-to-date Parent & other cost was $55.1 million in 2010,
compared to $26.2 million in the 2009 period. The 2010 year-to-date cost included $20.3 million of debt retirement charges
and $0.9 million of final restructuring charges. The 2009 year-to-date Parent & other cost included the $3.6 million valuation
adjustment recorded in the first quarter on auction rate securities held at TECO Energy. In 2010, the year-to-date cost for Parent
& other also included negative valuation adjustments to foreign tax credits totaling $5.9 million, and a $1.1 million charge to
adjust deferred tax balances related to the Medicare Part D subsidies as a result of the Patient Protection and Affordable Care
Act enacted in the first quarter.

Income Taxes _
The provisions for income taxes from continuing operations for the six month periods ended Jun. 30, 2010 and 2009
were $70.4 million and $45.1 million, respectively.

Liquidity and Capital Resources

The table below sets forth the Jun. 30, 2010 consolidated liquidity and cash balances, the cash balances at the operating
companies and TECO Energy parent, and amounts available under the TECO Energy/TECO Finance and Tampa Electric Company
credit facilities. '

Balances as of Jun. 30, 2010

(millions) ‘ Tampa Electric

Consolidated Company Other Parent
Credit facilities $675.0 $475.0 $0.0 $200.0
Drawn amounts / LCs 84.6 719 0.0 6.7
Available credit facilities 590.4 397.1 0.0 193.3
Cash and short-term investments 97.8 7.4 45.9 44.5
Total liquidity $688.2 $404.5 $45.9 $237.8

In the first quarter, TECO Energy and TECO Finance tendered for, purchased and retired a total of $300 million aggregate
principal amount of 7.00% and 7.20% TECO Energy and TECO Finance notes, and TECO Finance issued $250 million aggregate
principal amount of 4.00% notes due in 2016 and $300 million aggregate principal amount of 5.15% notes due in 2020, which notes
are fully and unconditionally guaranteed by TECO Energy. In April 2010, TECO Energy redeemed all of the outstanding $100
million aggregate principal amount of its floating rate notes due May 2010 and $100 million aggregate principal amount of its 7.20%
notes due in 2011.
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Covenants in Financing Agreements

In order to utilize their respective bank credit facilities, TECO Energy, TECO Finance and Tampa Electric Company
mmust meet certain financial tests as defined in the applicable agreements. In addition, TECO Energy, TECO Finance, Tampa
Electric Company and other operating companies have certain restrictive covenants in specific agreements and debt
instruments. At Jun. 30, 2010, TECO Energy, TECO Finance, Tampa Electric Company and the other operating companies
were in compliance with all applicable financial covenants. The table that follows lists the covenants and the performance
relative to them at Jun. 30, 2010. Reference is made to the specific agreements and instruments for more details.

Significant Financial Covenants
(millions, unless otherwise indicated) Calculation at
Instrument Financial Covenant " Requirement/Restriction Jun. 30, 2010
Tampa Electric Company
Credit facility @ Debt/capital Cannot exceed 65% 49.0%
Accounts receivable Debt/capital Cannot exceed 65% 49.0%
credit facility @
6.25% senior notes Debt/capital Cannot exceed 50% 49.0%
Limit on liens @ Cannot exceed $700 $0 liens outstanding
Insurance agreement relating to Limit on liens @ Cannot exceed $438 $0 liens outstanding
5% refunding bonds {7.5% of net assets)
TECO Energy/TECO Finance
Credit facility @ EBITDA/interest ¥ Minimum of 2.6 times 4.3 times
TECO Energy and TECO Restrictions on
Finance 6.75% notes ___secured debt ¥ © ®
CGES)
Non-recourse project debt- EBITDA/debt service Minimum of 1.3 times 4.0 times
dividend restriction @

(1)  As defined in each applicable instrument.

(2)  See description of credit facilities in Note 6 to the 2009 TECO Energy, Inc. Annual Report on Form 10-K.

(3) M the limitation on liens is exceeded, the company is required 10 provide ratable security to the holders of these notes,

(4) EBITDA generally represents EBIT before depreciation and amortization. However, the term is subject to the definition
prescribed under the relevant agreement.

(5) These limitations would not include first mortgage bonds of Tampa Electric Company if any were outstanding,

(6) The indentures for these notes contain restrictions which limit secured debt of TECO Energy if secured by Principal
Property or Capital Stock or indebtedness of directly held subsidiaries (with exceptions as defined in the indentures)
without equally and ratably securing these notes.

Credit Ratings of Senior Unsecured Debt at Jun. 30, 2010

Standard & Poor’s Moody's Fitch
Tampa Electric Company BBB Baal BBB+
TECO Energy/TECO Finance BBB- Baa3 BBB-

Standard & Poor’s, Moody's and Fitch describe credit ratings in the BBB or Baa category as representing adequate
capacity for payment of financial obligations. The lowest investment grade credit ratings for Standard & Poor's is BBB-, for
Moody’s is Baa3 and for Fitch is BBB-; thus all three credit rating agencies assign TECO Energy, TECO Finance and Tampa
Electric Company’s senior unsecured debt investment grade ratings.

A credit rating agency rating is not a recommendation to buy, sell or hold securities and may be subject to revision or
withdrawal at any time by the assigning rating agency. Any future downgrades in credit ratings may affect our ability to borrow
and may increase financing costs, which may decrease earnings.

Off-Balance Sheet Financing

Unconsolidated affiliates have project debt balances as follows at Jun. 30, 2010. TECO Energy has no debt payment
obligations with respect to these financings. Although the company is not directly obligated on the debt, the equity interest in
those unconsolidated affiliates is at risk if those projects are not operated successfully.

{millions) Long-term Debt Ownership Interest
DECA I $ 17638 24%
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2010 Guidance and Business Drivers

TECO Energy indicated in February its outlook for 2010 earnings to be within a range of $1.20 and $1.35 per share,
excluding charges and gains. As announced on July 20, TECO Energy now expects earnings to be within a range of $1.25 and
$1.35 per share including the effects of the regulatory stipulation announced that day and excluding charges and gains.

The guidance was provided in the form of a range to allow for varying outcomes with respect to important variables,
such as the strength of the economic recovery in 2010, weather and customer usage at the Florida utilities, demand for
production and the potential for deferral of contracted tons at TECO Coal. The February guidance range included TECO
Coal’s sales forecast of between 8.3 and 8.7 million tons, at an average selling price of $75 per ton and an average all-in, total
cost of production in a range between $65 and $69 per ton. At the same time, Tampa Electric and Peoples Gas forecasted no
customer growth and that energy sales would be below 2009 levels, primarily due to lower sales to commercial and industrial
customers.

Tampa Electric has entered into a stipulation with the intervenors (the Office of Public Counsel, the State of Florida
Office of the Attorney General, the Florida Industrial Power Users Group and the Florida Retail Federation) in FPSC Docket
No. 090368-EI "Review of the continuing need and cost associated with Tampa Electric Company's 5 Combustion Turbines
and Big Bend Rail Facility" and Tampa Electric's 2008 base rate proceeding. This stipulation resolves all issues in the above
docket, and all issues in the intervenors appeal of the FPSC's 2009 decision in Tampa Electric's base rate proceeding pending
before the Florida Supreme Court, thereby enabling the docket related to the base rate proceeding to be closed.

Under the terms of the stipulation, the $25.7 million step increase remains in effect for 2010, and Tampa Electric will
make a one-time reduction of $24.0 million to customer’s bills in 2010. Effective Jan. 1, 2011, and for subsequent years, rates
of $24.4 million (a $1.3 million reduction from the $25.7 million in effect for 2010) related to the step increase will be in effect.

With the effects of the regulatory stipulation included, which is subject to FPSC approval, Tampa Electric expects to
earn near the midpoint of its allowed ROE range of 10.25% to 12.25%. Taking into account the disposition of earnings above
the top of its allowed ROE range, Peoples Gas expects to earn at the top of its allowed ROE range 0f 9.75% to 11.75% for the
year primarily as a result of the abnormally cold winter weather. In the first half of 2010, Tampa Electric and Peoples Gas have
recorded actual customer growth of 0.5% and 0.4%, respectively, and 4.6% higher retail electric sales and 14.9% higher therm
sales, respectively, due to favorable weather and customer growth. The utilities expect to benefit from the year-to-date actual
customer growth for the remainder of the year. Future customer growth is uncertain as the year-to-date growth appears to have
- been heavily influenced by the home-buyer tax credit program. This guidance assumes normal weather for the remainder of the
year.

TECO Coal now expects to sell 9 million tons at an average price of almost $77 per ton. The all-in total cost of
production is expected to be within the previously provided range but towards the high end reflecting higher contract miner
costs, and the negative impact on productivity of increased safety inspections. The higher sales are driven by the improved
domestic and world-wide demand for metallurgical coal. The utility steam coal market remains weak for new contract activity,
but customers are taking delivery of existing contract amounts in 2010. TECO Coal’s effective income tax rate is expected to
be the normal 25% for 2010,

. TECO Guatemala expects 2010 earnings to be above 2009's level. The San José Power Station is operating normally
and the capacity payments are back to normal pre-outage levels, With the resumption of normal rainfall, the ability to make
spot energy sales at good margins, which favorably impacted year-to-date results, is expected to be limited in the second half of
the year. EEGSA continues to experience customer and energy sales growth and has partially mitigated the negative impacts of
the lower Value Added Distribution (VAD). This issue remains unresolved and no resolution is expected in 2010. As
previously reported, TECO Guatemala was in discussions with the Guatemalan regulatory authorities regarding the five-year
extension of the power sales contract for the Alborada Power Station. Effective September 14, the contract will be extended for
five years at rates approximately 55%, or $7.0 million after tax on an annual basis, below the current contract level. The 2010
impact of the lower capacity payments is included in the earnings outiook.

Parent & other expects to benefit from lower interest rates in the second half of 2010 as a result of the debt refinancing
completed in April.

Fair Value Measurements

All natural gas derivatives were entered into by the regulated utilities to manage the impact of natural gas prices on
customers. As a result of applying accounting standards for regulated operations, the changes in value of natural gas derivatives
of Tampa Electric and PGS are recorded as regulatory assets or liabilities to reflect the impact of the risks of hedging activities
in the fuel recovery clause. Because the amounts are deferred and ultimately collected through the fuel clause, the unrealized
gains and losses associated with the valuation of these assets and liabilities do not impact our results of operations.

Heating oil hedges are used to mitigate the fluctuations in the price of diesel fuel which is a significant component in
the cost of coal production at TECOQ Coal and its subsidiaries.

The valuation methods we used to determine fair value are described in Note 13 to the TECO Energy, Inc.
Consolidated Condensed Financial Statements. In addition, the company considered the impact of nonperformance risk in
determining the fair value of derivatives. The company considered the net position with each counterparty, past performance of
both parties and the intent of the parties, indications of credit deterioration, and whether the markets in which we transact have
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experienced dislocation. At Jun. 30, 2010 the fair value of derivatives was not materially affected by nonperformance risk. Our
net positions with substantially all counterparties were liability positions.

Critical Accounting Policies and Estimates
Our critical accounting policies relate to deferred income taxes, employee postretirement benefits, long-lived assets

and regulatory accounting. For further discussion of our critical accounting policies, see our Annual Report on Form 10-K for
the year ended Dec. 31, 2009.
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Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Interest Rate Risk

We are exposed to changes in interest rates primarily as a result of our borrowing activities. We may enter into
futures, swaps and option contracts, in accordance with the approved risk management policies and procedures, to moderate
this exposure to interest rate changes and achieve a desired level of fixed and variable rate debt.

Commodity Risk

We face varying degrees of exposure to commodity risks including coal, natural gas, fuel oil and other energy
commodity prices. Any changes in prices could affect the prices these businesses charge, their operating costs and the
competitive position of their products and services, and affect the net fair value of derivatives. We assess and monitor risk
using a variety of measurement tools based on the degree of exposure of each operating company to commodity risk. Qur
most significant commodity risk exposure for the remainder of 2010 is the potential effect of high natural gas prices on our
cash flows. Prudently incurred costs for natural gas are recoverable through FPSC-approved cost recovery clauses, and
therefore do not affect our earnings. However, higher than expected prices for natural gas can affect the timing of recovery and
thus impact cash flows.

The change in fair value of derivatives is largely due to the decrease in the price of natural gas of approximately 16%
from Dec. 31, 2009 to Jun. 30, 2010. For natural gas, the company maintains a similar volume hedged as of Jun. 30, 2010
from Dec. 31, 2009.

The following tables summarize the changes in and the fair value balances of derivative assets (liabilities) for the six
months ended Jun. 30, 2010:

Changes in Fair Value of Derivatives (millions)

Net fair value of derivatives as of Dec. 31, 2009 $ (36.6)
Additions and net changes in unrealized fair value of demvanves (50.4)
Changes in valuation techniques and assumptions 0.0
Realized net settlement of derivatives 44.6

Net fair value of derivatives as of Jun. 30, 2010 o o o $ 424

Roll-Forward of Derivative Net Assets (Liabilities) (mﬂﬁons)

Total derivative net liabilities as of Dec. 31, 2009 $ (36.6)

Change in fair value of net derivative assets:

Recorded as regulatory assets and liabilities or other comprehensive income (504)
Recorded in earnings 0.0
Realized net settlement of derivatives 44.6

Net option premium payments 0.0

Net purchase (sale) of existing contracts . o . 0.0

Net fair value of derivatives as of Jun. 30, 2010 $ (424)

Below is a summary table of sources of fair value, by maturity period, for derivative contracts at Jun. 30, 2010:
Maturity and Source of Derivative Contracts Net Assets (Liabilities) at Jun, 30, 2010 (millions)

Contracts Maturing in Current Non-current Total Fair Value
Source of fair value
Actively quoted prices $ 00 $ 00 $ 00
Other external sources (31.5) 4.9 2.4
Model prices @ 0.0 0.0 0.0
Total $ (37.5) $ 49 $ 424

4); Reflects over-the-counter natural gas or heating oil swaps for which the primary pricing inputs in determining fair
value are NYMEX quoted closing prices of exchange traded instruments,

2) Model prices are used for determining the fair value of energy derivatives where price quotes are infrequent or the
market is illiquid. Significant inputs to the models are derived from market-observable data and actual historical
experience.

For all unrealized derivative contracts, the valuation is an estimate based on the best available information. Actual
cash flows could be materially different from the estimated value upon maturity.
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Item 4. CONTROLS AND PROCEDURES

TECO Energy, Inc.

(a)

(b)

Evaluation of Disclosure Controls and Procedures. TECO Energy’s management, with the participation of its
principal executive officer and principal financial officer, has evaluated the effectiveness of TECO Energy’s disclosure
controls and procedures (as such term is defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act
of 1934, as amended (the Exchange Act)) as of the end of the period covered by this quarterly report (the Evaluation
Date). Based on such evaluation, TECO Energy’s principal financial officer and principal executive officer have
concluded that, as of the Evaluation Date, TECO Energy’s disclosure controls and procedures are effective.

Changes in Internal Controls. There was no change in TECO Energy’s internal control over financial reporting (as
defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act) identified in connection with the evaluation of
TECO Energy’s internal control over financial reporting that occurred during TECO Energy’s last fiscal quarter that
has materiaily affected, or is reasonably likely to materially affect, such controls.

Tampa Electric Company

()

®)

Evaluation of Disclosure Controls and Procedures. Tampa Electric Company’s management, with the participation
of its principal executive officer and principal financial officer, has evaluated the effectiveness of Tampa Electric
Company's disclosure controls and procedures (as such term is defined in Rules 13a-15(¢) and 15d-15(e) under the
Exchange Act) as of the end of the Evaluation Date. Based on such evaluation, Tampa Electric Company’s principal
financial officer and principal executive officer have concluded that, as of the Evaluation Date, Tampa Electric
Company’s disclosure controls and procedures are effective.

Changes in Internal Controls. There was no change in Tampa Electric Company’s internal control over financial
reporting (as defined in Rules 13a~15(f) and 15d-15(f) under the Exchange Act) identified in connection with the
evaluation of Tampa Electric Company’s internal control over financial reporting that occurred during Tampa Electric

‘Company’s last fiscal quarter that has materially affected; or is reasonabiy likely to materially affect, such controls. -
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PART Il. OTHER INFORMATION

Item 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

The following table shows the number of shares of TECO Energy common stock deemed to have been repurchased
by TECO Energy:

(@) L)) (c) @

Total Number of | Average Price |Total Number of Shares (or| Maximum Number (or

Shares (or Units) |Paid per Share (or} Units) Purchased as Part {Approximate Dollar Value)
Purchased 'V Unit) of Publicly Announced of Shares (or Units) that
Plans or Programs May Yet Be Purchased
Under the Plans or
Programs

Apr. 1, 2010 - Apr. 30, 2010 132,325 $15.90 0 0
May 1, 2010 - May 31, 2010 46,169 $16.72 0 0
Jun. 1, 2010 - Jun. 30, 2010 3 $15.84 0 0
Total 2nd Quarter 2010 — 178,888 $16.11 0 0

K¢)) These shares were not repurchased through a publicly announced plan or program, but rather relate to compensation
or retirement plans of the company. Specifically, these shares represent shares delivered in satisfaction of the
exercise price and/or tax withholding obligations by holders of stock options who exercised options (granted under
. TECO Energy’s incentive compensation plans), shares delivered or withheld (under the terms of grants under TECO ..
Energy’s incentive compensation plans) to offset tax withholding obligations associated with the vesting of restricted
shares and shares purchased by the TECO Energy Group Retirement Savings Plan pursuant to directions from plan
participants or dividend reinvestment.

Item 6. EXHIBITS
Exhibits - See index on page 60.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be

signed on its behalf by the undersigned, thereunto duly authorized.

TECO ENERGY, INC,
(Registrant)

Date:  August 6, 2010 By: /s/ 5. W. CALLAHAN

S. W. CALLAHAN

Vice President-Finance and Accounting

and Chief Financial Officer

{Chief Accounting Officer)

(Principal Financial and Accounting Officer)

TAMPA ELECTRIC COMPANY
(Registrant)

Date:  August 6, 2010 By: /5/ 8. W. CALLAHAN
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INDEX TO EXHIBITS

Description

Articles of Incorporation of TECO Energy, Inc., as amended on Apr. 20, 1993 (Exhibit 3, *
Form 10-Q for the quarter ended Mar. 31, 1993 of TECO Energy, Inc.).

Bylaws of TECO Energy, Inc., as amended effective Oct. 29, 2009 (Exhibit 3.1, Form 8-K -
dated Oct. 29, 2009 of TECO Energy, Inc.).

Articles of Incorporation of Tampa Electric Company (Exhibit 3 to Registration Statement *
No. 2-70653 of Tampa Electric Company).

Bylaws of Tampa Electric Company, as amended effective Jan. 30, 2008 (Exhibit 3.4, .
Form 10-K for 2007 of TECO Energy, Inc. and Tampa Electric Company).

TECO Energy, Inc. 2010 Equity Incentive Plan (Exhibit 10.1, Post-Effective Amendment No. 1 to Form S-8 Registration  *
Statement No. 333-115954 dated May 5, 2010 of TECO Energy, Inc.).

Form of Performance Shares Agreement between TECO Energy, Inc. and certam officers under the TECO Energy, Inc. 2010
Equity Incentive Plan. )

Form of Restricted Stock Agreement between TECO Energy. Inc. and certain officers under the TECO Energy, Inc. 2010
Equity Incentive Plan. .

Form of Restricted Stock Agreement between TECO Energy, Inc. and certain directors under the TECO Energy, Inc. 2010
Equity Incentive Plan.

Ratio of Earnings to Fixed Charges — TECO Energy, Inc
Ratio of Earnings to Fixed Charges — Tampa Electric Company.

Certification of the Chief Executive Officer of TECO Energy, Inc. pursuant to Securities Exchange Act Rules 13a-14(a) and
15d-14(a) as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

Centification of the Chief Financial Officer of TECO Energy, Inc. pursuant to Securities Exchange Act Rules 13a-14(a) and
15d-14(a) 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(a) and 15d-14(a) as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002,

Certification of the Chief Financial Officer of Tampa Electric Company pursuant to Securities Exchange Act Rules 13a-14(a)
and 15d-14(a) 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,

Certification of the Chief Executive Officer and Chief Financial Officer of Tampa Electric Company pursuant to 18 U.S.C.
Section 1350 as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.%
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XBRL Instance Document, *¢

XBRL Taxonomy Extension Schema Document. **

XBRL Taxonomy Extension Calculation Linkbase Document. **
XBRL Taxonomy Extension Definition Linkbase Document. **
XBRL Taxonomy Extension Label Linkbase Document.**

XBRL Taxonomy Extension Presentation Linkbase Document. **

This certification accompanies the Quarterly Report on Form 10-Q and is not filed as part of it.

Indicates exhibit previously filed with the Securities and Exchange Commission and incorporated herein by reference.

Exhibits filed with periodic reports of TECO Energy, Inc. and Tampa Electric Company were filed under Commission
File Nos. 1-8180 and 1-5007, respectively.

Pursuant to Rule 406T of Regulation S-T, these interactive data files are deemed not filed or part of a registration
statement or prospectus for purposes of Sections 11 or 12 of the Securities Act of 1933, as amended, are deemed not

filed for purposes of Section 18 of the Securities and Exchange Act of 1934, as amended, and otherwise are not
subject to liability under those sections.
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Exhibit 12.1
TECO ENERGY, INC.
RATIO OF EARNINGS TO FIXED CHARGES

The following table sets forth TECO Energy’s ratio of earnings to fixed charges for the periods indicated.

3-months 12-months
ended ended

Jun.30, Jun.30, Year Ended Dec. 31,
(millions) 2010 2010 2009 2008 2007 2006 2005

Income from continuing

operations, before income taxes $111.6 $ 3736 % 3125 $ 2568 $ 6131 § 3631 $ 3129
Add:

Interest expense 61.4 239.7 2365 2346 270.1 289.1 298.4
Amortization of capitalized

interest 0.0 0.0 0.0 0.0 0.0 0.0 0.1

Deduct:

Capitalized interest 0.0 0.0 0.0 0.0 0.0 0.0 0.1
Income from equity

investments, et (1.5) 5.8 4.3 22.8 18.0 34 60.4
Earnings before taxes

and without fixed charges $1745 $ 6075 § 5447 3 4686 3 8652 $ 6488 $ 5509

Interest expense $ 614 $ 2397 $ 2365 $ 2346 $ 2701 $ 2891 3 2984
Total fixed charges $ 614 $ 2397 $ 2365 $ 2346 $ 2701 $ 2891 $ 2984
Ratio of eamiugs to fixed charges 2.84x 2.53x 2.30x 2.00x 3.20x 2.24x 1.85x

For the purposes of calculating these ratios, earnings consist of income from continuing operations before income
taxes, income or loss from equity investments (net of distributions) and fixed charges, less capitalized interest. Fixed charges
consist of interest expense on indebtedness and interest capitalized, amortization of debt premium, and an estimate of the
interest component of rentals. Interest expense includes total interest expensed and capitalized excluding AFUDC, and an
estimate of the interest component of rentals. TECO Energy, Inc. does not have any preferred stock outstanding, and there
were no preferred stock dividends paid or accrued during the periods presented.
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Exhibit 12.2

The following table sets forth Tampa Electric Company’s ratio of earnings to fixed charges for the periods indicated.

3-months 12-months
ended ended
Jun. 30, Jun. 30, Year Ended Dec. 31,

{millions) 2010 2010 2009 2008 2007 2006 2005
Income from continuing operations,

before income tax $204.0 $3779  $303.7 $2619 $2784 $2647  $2857
Interest expense 71.9 143.6 141.2 1358 1314 124.9 114.3

Earnings before taxes and

without fixed charges $2759 $5215 $4449 35397 $4098 $3896 $4000

Interest expense $719 $1436 $1412 $1358 $1314 $1249 $1143

Total fixed charges $71.9 $1436 $1412 §$1358 $1314 $1249 $1143
Ratio of earnings to fixed charges 3.84x 3.63x 3.15x 2.93x 3.12x 3.12x 3.50x

For the purposes of calculating these ratios, earnings consist of income from continuing operations before income
taxes and fixed charges. Fixed charges consist of interest expense on indebtedness, amortization of debt premium and an
estimate of the interest component of rentals. Interest expense includes total interest expense, excluding AFUDC, and an

estimate of the interest component of rentals.
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Exhibit 10.2

TECO ENERGY, INC.
2010 EQUITY INCENTIVE PLAN

Performance Shares Agreement

TECO Energy, Inc. (the "Company") and (the "Grantee") have
entered into this Perforrance Shares Agreement (the "Agreement") dated under the
Company's 2010 Equity Incentive Plan (the "Plan"). Capitalized terms not otherwise defined
herein have the meanings given to them in the Plan.

1. Grant of Performance Shares. Pursuant to the Plan and subject to the terms and
conditions set forth in this Agreement, the Company hereby grants, issues and delivers to the
Grantee shares of its Common Stock (the “Target Performance Shares™) as of
the date of this Agreement. The Target Performance Shares, if not previously forfeited, will vest
based on the achievement of the Performance Measurement determined pursuant to Section 2
hereof. In addition to the Target Performance Shares, after the end of the Performance Period
(defined below), the Grantee may receive additional shares of the Company’s Common Stock
based on the the achievement of the Performance Measurement determined pursuant to Section 2
hereof. These additional shares of Common Stock are referred to in this Agreement as the
“Additional Performance Shares”, and together with the Target Performance Shares, are referred to
as the “P_m:fms‘&m

2. m;mg of Pg_rjormangg Sharcs At the end of the Performance Period, the number
of Performance Shares, if any, that will vest on the Vesting Date, as defined in Section 5, will be
determined in accordance with the following formula:

Number of Vested Performance Shares =
Pcrformance Reward Percentage multiplied by Target Performance Shares

The "Performance Reward Percentage" is the percentage shown in column B correspondmg
to the Performance Measurement in column A in the table below, and is based on the Company’s

Total Shareholder Return relative to that of the Peer Group for the Performance Period. The
Performance Measurement is determined by the Company's ranking within the Peer Group. If the
Performance Measurement is between the 25 Percentile and the median, or between the median
and top 10% of the Peer Group, the Performance Reward Percentage will be interpolated in
proportion to the corresponding placement in column A.

A B
Performance Performance Reward
Measurement Percentage
Bottom 25% of the Peer Group 0%
25" Percentile of the Peer Group 25%
Equal to the median of the Peer Group 100%
Top 10% of the Peer Group 150%
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The "Performance Period" is the period beginning April 1, 2010 and ending on March 31,
2013, unless terminated earlier pursuant to Section 6 or 7.

"Total Shareholder Return” is the amount obtained by dividing (1) the sum of (a) the
amount of dividends with respect to the Performance Period, assuming dividend reinvestment, and
(b) the difference between the share price at the end and beginning of the Performance Period, by
(2) the closing share price at the beginning of the Performance Period, with the share price in each
case being determined by using the average closing price during the 20 trading days preceding (and
inclusive of) the date of determination. The share price will be equitably adjusted for stock splits
and other similar corporate actions affecting the stock. In the event the Performance Period ends as
a result of a Change in Control, as defined in Section 7, the Total Shareholder Return will be
calculated as set forth in the preceding sentence, except that the the share price used at the end of
the Performance Period will be determined by using the average closing price of the Company’s
stock during the 20 trading days preceding (and exclusive of) the date of the Change in Control.

The "Performance Measurement” is a measurement of the relative performance of the
Company's Common Stock calculated by assuming the Company was included in the group of
companies identified as the Dow Jones electricity group and multiutility group, or the successors to
those two groups as may be determined by the Committee (such groups being collectively defined
- herein as the “Peer G ") and then ordering the Peer Group (as constituted at the end of the
Performance Period) by Total Shareholder Return from highest to lowest.

Upon the Vesting Date, the restrictions on the Performance Shares will terminate. Any
Target Performance Shares that do not vest in accordance with this Section will be forfeited and
returned to the Company as of the Vesting Date. The Additional Performance Shares, if any, will
be issued, granted and delivered to the Grantee no later than 30 days after the end of the
Performance Period. o '

3. Dividends. Each time that the Company declares a dividend on its shares of
common stock, an amount equal to the declared dividend multiplied by the number of Target
Performance Shares outstanding on the record date associated with such dividend will be accrued
on Grantee’s behalf on the payment date of such dividend, subject to forfeiture as set forth in the
last sentence of this paragraph. If the Performance Shares vest in accordance with Section 2,
Grantee will also receive a cash payment equal to the amount of any dividends accrued over the
Performance Period multiplied by the same Performance Reward Percentage used to determine the
amount of the Performance Shares that vest. Any dividends earned pursuant to this Section will be
paid in cash to the Grantee when the vested Performance Shares are delivered or as soon as
practicable thereafter. Any dividends accrued with respect to the Performance Shares will be
forfeited if the related Performance Shares are forfeited.

4, Restrictions on Performance Shares. Until the Performance Shares, if any, vest,
unless otherwise determined by the Committee:
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(a)  the Performance Shares may not be sold, assigned, pledged or transferred by
the Grantee; and

(b) all Performance Shares and accrued dividends will be forfeited and returned
to the Company and the Grantee will cease to have any right to receive any Performance Shares or
dividends pursuant to this Agreement, if the Grantee ceases to be an employee of the Company or
any business entity in which the Company owns directly or indirectly 50% or more of the total
voting power or has a significant financial interest as determined by the Committee (an
"Affiliate"), other than terminations of employment covered by Sections 6(b), (c) or 7 hereunder.

5. Certification and Vesting Date. Promptly after the end of the Performance Period,
the Company will calculate the number of Performance Shares that will vest and the amount of
dividends payable to Grantee pursuant to this Agreement. If the Performance Period ends on
March 31, 2013 (that is, if the Performance Period was not terminated earlier pursuant to Section 6
or 7, below), the Company will submit its calculation regarding the Performance Measurement and
the corresponding Performance Reward Percentage to the Compensation Committee of the Board
for certification. Subject to any restrictions on distributions of shares under the Plan, and subject
to Section 13 of this Agreement, the Performance Shares, if any, will vest on the date of the
Compensation Committee’s certification (the “Vesting Date”). If pursuant to Section 6 or 7,
below, the Performance Period ends with respect to the Grantee prior to March 31, 2013, then the
Performance Shares earned under the Award, if any, will vest as soon as practicable after the end
-of the Performance Period, or on the Compensation Committee certification date, if such -
certification is required under Section 162(m) of the Internal Revenue Code. In no event will the
Vesting Date be more than 30 days after the end of the Performance Period.

6. Terminati loyment.

(a) Voluntary Termination or Termination with Cause. If before March 31,
2013, Grantee terminates his or her employment with the Company or any Affiliate and Section
6(c) does not apply to such termination, or the Company or any Affiliate terminates Grantee’s
employment for Cause (defined below), all of Grantee’s Target Performance Shares will be
cancelled as of the date of such termination and any dividends accrued with respect to Grantee’s
Target Performance Shares will be forfeited. The Grantee will not be entitled to any Additional
Performance Shares

(b)  Termination Other than for Cause. If the Company or any Affiliate
terminates Grantee's employment other than for Cause before March 31, 2013, Grantee’s Target
Performance Shares will be prorated based on the number of months Grantee was employed (with
partial months rounded up to the nearest whole month) beginning on the date of this Agreement to
the date of termination, divided by 36 (the “Prorated Target Performance Shares”). On the date of
such termination, the Performance Period will end and the number of Performance Shares that vest
pursuant to this Agreement, if any, will be determined based on the application of the formula
defined in Section 2, with the Prorated Target Performance Shares substituted for the Target
Performance Shares in such formula. All other outstanding Target Performance Shares that do not
vest pursuant to that formula will be cancelled and forfeited, and any associated accrued dividends
will be forfeited and retained by the Company.
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“Cause” means (i) the willful and continued failure by Grantee to substantially
perform Grantee’s duties with the Company (other than any such failure resulting from Grantee’s
incapacity due to physical or mental illness or any such actual or anticipated failure after the
issuance of a Notice of Termination by Grantee for Good Reason, each as defined in Section 7
after a written demand for substantial performance is delivered to Grantee by the Board, which
demand specifically identifies the manner in which the Board believes that Grantee has not
substantially performed Grantee's duties, or (ii) the willful engaging by Grantee in conduct which
is demonstrably and materially injurious to the Company, monetarily or otherwise. For purposes of
this Subsection, no act, or failure to act, on Grantee's part will be deemed "willful" unless done, or
omitted to be done, by Grantee not in good faith and without reasonable belief that Grantee’s
action or omission was in the best interest of the Company. Notwithstanding the foregoing,
Grantee will not be deemed to have been terminated for Cause unless and until there will have
been delivered to Grantee a copy of a resolution duly adopted by the affirmative vote of not less
than three-quarters (3/4) of the entire membership of the Board at a meeting of the Board called
and held for such purpose (after reasonable notice to Grantee and an opportunity for Grantee,
together with Grantee’s counsel, to be heard before the Board), finding that in the good faith
opinion of the Board Grantee were guilty of conduct set forth above in this Subsection and
specifying the particulars thereof in detail; ;

© Death, Disability or Retirement. If Grantee’s employment with the
Company or any Affiliate is terminated at -any time prior to March 31, 2013 due to death, a
disability that would entitle the Grantee to benefits under the long-term disability benefits program
of the Company for which the Grantee is eligible, or retirement at or after attainment of the age that
is three years before the Grantee’s Social Security Normal Retirement Age, or any earlier date that
the Committee determines will constitute a normal retirement for purposes of this Agreement,
Grantee will be entitled to receive a prorated award as calculated under this Section. Grantee’s
Target Performance Shares will be prorated based on the number of months Grantee was employed
(with partial months rounded up to the nearest whole month) beginning on the date of this
Agreement to the date Grantee’s employment terminated, divided by 36 (the “Prorated Target
Performance Shares”). On the date of such termination, the Performance Period will end and the
number of Performance Shares that vest pursuant to this Agreement, if any, will be determined
based on the application of the formula defined in Section 2, with the Prorated Target Performance
Shares substituted for the Target Performance Shares in such formula. All other outstanding
Target Performance Shares that do not vest pursuant to that formula will be cancelled and forfeited,
and any associated accrued dividends will be forfeited and retained by the Company.

7. Change in Control. If, prior to March 31, 2013, Grantee's employment is
terminated other than by the Company for Cause or by Grantee without Good Reason within 24
months following a Change in Control (as defined below), or prior to a Change in Control under
circumstances described in the next sentence, then Grantee’s Performance Shares will vest as
determined under Section 2 of this Agreement. For purposes of this Agreement, Grantee’s
employment will be deemed to have been terminated following a Change in Control of the
Company by the Company without Cause or by Grantee with Good Reason, if (i) Grantee's
employment is terminated by the Company without Cause prior to a Change in Control of the
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Company (whether or not such a Change in Control ever occurs) and such termination was at the
request or direction of a "person" (as defined below) who has entered into an agreement with the
Company the consummation of which would constitute a Change in Control of the Company, (ii)
Grantee terminates Grantee’s employment for Good Reason prior to a Change in Control of the
Company (whether or not such a Change in Control ever occurs) and the circumstance or event
which constitutes Good Reason occurs at the request or direction of such person, or (iii) Grantee’s
employment is terminated by the Company without Cause or by Grantee for Good Reason and such
termination or the circumstance or event which constitutes Good Reason is otherwise in connection
with or in anticipation of a Change in Control of the Company (whether or not such a Change in
Control ever occurs).

(i) A "Change in Control" means a Change in Control of the Company
of a nature that would be required to be reported in response to Item 6(e) of Schedule 14A of
Regulation 14A promulgated under the Securities Exchange Act of 1934, as amended (the
"Exchange Act"), whether or not the Company is in fact required to comply therewith; provided,
that, without limitation, such a Change in Control will be deemed to have occurred if:

(a) any "person” (as such term is used in Sections 13(d) and
14(d) of the Exchange Act), other than the Company, any trustee or other fiduciary holding
securities under an employee benefit plan of the Company or a corporation owned, directly or
indirectly, by the shareholders of the Company in substantially the same proportions as their
ownership of stock of the Company, is or becomes the "beneficial owner” (as defined in Rule 13d- .
3 under the Exchange Act), directly or indirectly, of securities of the Company representing 30% or
more of the combined voting power of the Company's then outstanding securities;

(b) the following individuals cease to constitute a majority of the
number of directors then serving: individuals who on the date hereof constitute the Board and any
new director (other than a director whose initial assumption of office is in connection with an
actual or threatened election contest, including but not limited to a consent solicitation, relating to
the election of directors of the Company) whose election by the Board or nomination for election
by the shareholders of the Company was approved by a vote of at least two-thirds (2/3) of the
directors then still in office who either were directors on the date hereof or whose election or
nomination for election was previously so approved, cease for any reason to constitute a majority
thereof;

©) there is consummated a merger or consolidation of the
Company or any direct or indirect subsidiary of the Company with any other corporation, other
than (i) 2 merger or consolidation resulting in the voting securities of the Company outstanding
immediately prior thereto continuing to represent (either by remaining outstanding or by being
converted into voting securities of the surviving entity) at least 50% of the combined voting
securities of the Company or such surviving entity or any parent thereof outstanding immediately
after such merger or consolidation or (ii) a merger or consolidation effected to implement a
recapitalization of the Company (or similar transaction) in which no "person" (as hereinabove
defined) acquires 30% or more of the combined voting power of the Company's then outstanding
securities; or
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(d)  the shareholders of the Company approve a plan of complete
liquidation of the Company or there is consummated the sale or disposition by the Company of all
or substantially all of the Company's assets.

(ii) "Good Reason” for termination by Grantee of Grantee’s employment
will mean the occurrence (without Grantee’s express written consent) after any Change in Control
of the Company, or prior to a Change in Control of the Company under the circumstances
described in the second sentence of Section 7 hereof (treating all references in paragraphs (a)
through (h) below to a "Change in Control of the Company™ as references to a "potential Change in
Control of the Company"), of any one of the following acts by the Company, or failures by the
Company to act:

(a) the assignment to Grantee of any duties inconsistent (except
in the nature of a promotion) with the position in the Company that Grantee held immediately prior
to the Change in Control of the Company or a substantial adverse alteration in the nature or status
of Grantee’s position or responsibilities or the conditions of Grantee’s employment from those in
effect immediately prior to the Change in Control of the Company;

(b)  a reduction by the Company in Grantee’s annual base salary
as in effect on the date hereof or as the same may be increased from time to time;

(©)  the Company's requiring Grantee to be based more than fifty
(50) miles from the Company's offices at which Grantee were principally employed immediately
prior to the date of the Change in Control of the Company except for required travel on the
Company's business to an extent substantially consistent with Grantee's present business travel
obligations;

(d) the failure by the Company to pay to Grantee any portion of
Grantee's current compensanon or compensation under any deferred compensation program of the
Company, within seven (7) days of the date such compensation is due;

(e) the failure by the Company to continue in effect any material
compensation or benefit plan in which Grantee participate immediately prior to the Change in
Control of the Company unless an equitable arrangement (embodied in an ongoing substitute or
alternative plan) has been made with respect to such plan, or the failure by the Company to
continue Grantee's participation therein (or in such substitute or alternative plan) on a basis not
materially less favorable, both in terms of the amount of benefits provided and the level of
Grantee's participation relative to other participants, than existed at the time of the Change in
Control;

) the failure by the Company to continue to provide Grantee
with benefits substantially similar to those enjoyed by Grantee under any of the Company's
pension, life insurance, medical, health and accident, or disability plans in which Grantee were
participating at the time of the Change in Control of the Company, the taking of any action by the
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Company which would directly or indirectly materially reduce any of such benefits or deprive
Grantee of any material fringe benefit enjoyed by Grantee at the time of the Change in Control of
the Company, or the failure by the Company to provide Grantee with the number of paid vacation
days to which Grantee are entitled on the basis of Grantee’s years of service with the Company in
accordance with the Company's normal vacation policy in effect at the time of the Change in
Control of the Company;

(g) the failure of the Company to obtain a satisfactory agreement

from any successor to assume and agree to perform this Agreement, as contemplated in Section 6
hereof; or

(h)  any purported termination of Grantee’s employment which is
not effected pursuant to a Notice of Termination satisfying the requirements of Subsection (iii)
below (and, if applicable, the requirements of Subsection 6(c) above), which purported termination
will not be effective for purposes of this Agreement,

Grantee's right to terminate Grantee’s employment pursuant to this Subsection will not be affected
by Grantee's incapacity due to physical or mental illness. Grantee’s continued employment will
not constitute consent to, or a waiver of rights with respect to, any circumstance constituting Good
Reason hereunder.

. (iii) A "Notice of Termination" will mean a notice which will indicate the
specific termination provision in this Agreement relied upon and will set forth in reasonable detail
the facts and circumstances claimed to provide a basis for termination of Grantee’s employment
under the provision so indicated.

8. Minimum Performance Period. If any event specified under Section 6 or 7 above
occurs on a date that would cause the Performance Period to be shorter than four times as long as
the period between the beginning of the Performance Period and the date of this Agreement, then
the Performance Period will end on the first date after that period of time has elapsed

9.  Rights as Shareholder. Subject to the restrictions and other limitations and
conditions provided in this Agreement, the Grantee as owner of the Target Performance Shares
will have all the rights of a shareholder, including but not limited to the right to to vote the Target
Performance Shares and the right to receive dividends and other distributions, except as otherwise
specifically provided in this Agreement; and provided that dividends and other distributions paid
on shares of Performance Shares shall be held by the Company on Grantee’s behalf and shall be
subject to the same vesting conditions applicable to the Performance Shares, as provided in Section
3 hereof.

10. Book Entry. The Target Performance Shares will be registered in the name of the
Grantee and held by the Company’s transfer agent in uncertificated form in a restricted account.
As soon as practicable after the Vesting Date, the Company will cause unrestricted shares to be
transferred electronically to Grantee’s brokerage account (or to the account of such Grantee's legal
representative, beneficiary or heir) equal to the number of Target Performance Shares and any
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Additional Performance Shares that vest pursuant to this Agreement, subject to the tax withholding
provision of Section 13.

11.  Adjustment of Terms. In the event of corporate transactions affecting the
Company's outstanding Common Stock, the Committee will equitably adjust the number and kind
of Performance Shares subject to this Agreement to the extent provided by the Plan.

12.  Notice of Election Under Section 83(b). If the Grantee makes an election under
Section 83(b) of the Internal Revenue Code of 1986, as amended, with respect to Performance
Shares, he or she will provide a copy thereof to the Company within 30 days of the filing of such
election with the Internal Revenue Service.

13,  Withholding Taxes. The Grantee will pay to the Company, or make provision
satisfactory to the Committee for payment of, any taxes required by law to be withheld in respect
of the Performance Shares no later than the Vesting Date. Such tax obligations may be paid in
whole or in part in vested Performance Shares, valued at fair market value on the Vesting Date
(which is defined as the closing price on the New York Stock Exchange on the previous trading
day). The Company and its Affiliates may, to the extent permitted by law, deduct any such tax
obligations from any payment of any kind otherwise due to the Grantee.

14, The Committee. Any determination by the Committee under, or interpretation of
_ the terms of, this Agreement or the Plan will be final and binding on the Grantee.

15.  Limitation of Rights. The Grantee will have no right to continued employment by
virtue of this Agreement.

16. Amendment. The Company may amend, modify or terminate this Agreement,
including substituting another Award of the same or a different type and changing the date of
realization, provided that the Grantee's consent to such action will be required unless the action,
taking into account any related action, would not adversely affect the Grantee, and further provided
that in no event will the Agreement be amended in any manner that would cause the issuance of
Shares under this Agreement to fail to qualify as excluded from the calculation of Internal Revenue
Code Section 162(m) covered compensation.

17. Goveming Law. This Agreement will be governed by and interpreted in accordance
with the laws of Florida.

TECO ENERGY, INC.

By:

Clinton E. Childress
Chief Human Resources Officer

QGrantee
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Exhibit 10.3
TECO ENERGY, INC.
2010 EQUITY INCENTIVE PLAN
Restricted Stock A
TECO Energy, Inc. (the "Company") and (the "Grantee")
have entered into this Restricted Stock Agreement (the "Agreement") dated under the

Company's 2010 Equity Incentive Plan (the "Plan"). Capitalized terms not otherwise defined herein
have the meanings given to them in the Plan.

1. Grant of Restricted Stock. Pursuant to the Plan and subject to the terms and

conditions set forth in this Agreement, the Company hereby grants, issues and delivers to the Grantee
shares of its Common Stock (the "Restricted Stock").

2. Restrictions on Stock. Until the restrictions terminate under Section 3, unless
otherwise determined by the Committee:

(a) | the Restricted Stock may not be sold, assigned, pledged or transferred by the
Grantee; and

. (b)  all shares of Restricted Stock will be forfeited and returned to the Company if
the Grantee ceases to be an employee of the Company or any business entity in which the Company
owns directly or indirectly 50% or more of the total voting power or has a significant financial
interest as determined by the Committee (an "Affiliate").

3. Termination of Restrictions. The restrictions on shares of Restricted Stock will
terminate on the earliest to occur of the following events, as follows:

(a)  onthe third anniversary of the date of this Agreement, the restrictions on all
shares of Restricted Stock will terminate;

(b)  upon the termination of Grantee's employment with the Company or any
Affiliate because of a disability that would entitle the Grantee to benefits under the long-term
disability benefits program of the Company for which the Grantee is eligible, as determined by the
Committee, the restrictions on a prorated portion of shares of Restricted Stock will terminate based
on the number of months Grantee was employed (with partial months rounded up to the nearest
whole month) beginning on the date of this Agreement to the date of termination, divided by 36;

{c) upon the termination by the Company or any Affiliate of Grantee's
employment other than for Cause, the restrictions on a prorated portion of shares of Restricted Stock
will terminate based on the number of months Grantee was employed (with partial months rounded
up to the nearest whole month) beginning on the date of this Agreement to the date of termination,
divided by 36. "Cause" means (i) the willful and continued failure by Grantee to substantially
perform Grantee’s duties with the Company (other than any such failure resulting from Grantee’s
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incapacity due to physical or mental illness or any such actual or anticipated failure after the issuance
of a Notice of Termination by Grantee for Good Reason, each as defined in Section 3(f)) after a
written demand for substantial performance is delivered to Grantee by the Board, which demand
specifically identifies the manner in which the Board believes that Grantee has not substantially
performed Grantee’s duties, or (ii) the willful engaging by Grantee in conduct which is demonstrably
and materially injurious to the Company, monetarily or otherwise. For purposes of this Subsection,
no act, or failure to act, on Grantee’s part shall be deemed "willful” unless done, or omitted to be
done, by Grantee not in good faith and without reasonable belief that Grantee’s action or omission
was in the best interest of the Company. Notwithstanding the foregoing, Grantee shall not be
deemed to have been terminated for Cause unless and until there shall have been delivered to
Grantee a copy of a resolution duly adopted by the affirmative vote of not less than three-quarters
(3/4) of the entire membership of the Board at a meeting of the Board called and held for such
purpose (after reasonable notice to Grantee and an opportunity for Grantee, together with Grantee’s
counsel, to be heard before the Board), finding that in the good faith opinion of the Board Grantee
were guilty of conduct set forth above in this Subsection and specifying the particulars thereof in
detail;

(d)  upon atermination of Grantee’s employment that the Committee determines
will constitute a normal retirement for purposes of this Agreement, the restrictions on a prorated
portion of shares of Restricted Stock will terminate based on the number of months Grantee was
employed (with partial months rounded up to the nearest whole month) begmmng on the date of this
Agreement to the date of termination, divided by 36;

(¢)  upon the Grantee's death, the restrictions on a prorated portion of shares of
Restricted Stock will terminate based on the number of months Grantee was employed (with partial
months rounded up to the nearest whole month) beginning on the date of this Agreement to the date
of Grantee's death, divided by 36; or

64] the restrictions on all shares of Restricted Stock will terminate upon the
termination of Grantee's employment other than by the Company for Cause or by Grantee without
Good Reason within 24 months following a Change in Control, or prior to a Change in Control under
circumstances described in the next sentence. For purposes of this Agreement, Grantee’s
employment shall be deemed to have been terminated following a Change in Control of the
Company by the Company without Cause or by Grantee with Good Reason, if (i) Grantee’s
employment is terminated by the Company without Cause prior to a Change in Control of the
Company (whether or not such a Change in Control ever occurs) and such termination was at the
request or direction of a "person” (as defined in Section 4) who has entered into an agreement with
the Company the consummation of which would constitute a Change in Control of the Company, (ii)
Grantee terminates Grantee's employment for Good Reason prior to a Change in Control of the
Company (whether or not such a Change in Control ever occurs) and the circumstance or event
which constitutes Good Reason occurs at the request or direction of such person, or (iii) Grantee’s
employment is terminated by the Company without Cause or by Grantee for Good Reason and such
termination or the circumstance or event which constitutes Good Reason is otherwise in connection
with or in anticipation of a Change in Control of the Company (whether or not such a Change in
Control ever occurs).
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(i) A "Change in Control" means a Change in Control of the Company of
a nature that would be required to be reported in response to Item 6(e) of Schedule 14A of
Regulation 14A promulgated under the Securities Exchange Act of 1934, as amended (the
"Exchange Act"), whether or not the Company is in fact required to comply therewith; provided, that,
without limitation, such a Change in Control shall be deemed to have occurred if:

(a) any "person” (as such term is used in Sections 13(d) and 14(d)
of the Exchange Act), other than the Company, any trustee or other fiduciary holding securities under
an employee benefit plan of the Company or a corporation owned, directly or indirectly, by the
shareholders of the Company in substantially the same proportions as their ownership of stock of the
Company, is or becomes the "beneficial owner" (as defined in Rule 13d-3 under the Exchange Act),
directly or indirectly, of securities of the Company representing 30% or more of the combined voting
power of the Company's then outstanding securities;

(b)  thefollowing individuals cease to constitute a majority of the
number of directors then serving: individuals who on the date hereof constitute the Board and any
new director (other than a director whose initial assumption of office is in connection with an actual
or threatened election contest, including but not limited to a consent solicitation, relating to the
election of directors of the Company) whose election by the Board or nomination for election by the
shareholders of the Company was approved by a vote of at least two-thirds (2/3) of the directors then
- still in office who either were directors on the date hereof or whose election or nomination for
election was previously so approved, cease for any reason to constitute a majority thereof;

(c)  there is consummated a merger or consolidation of the
Company or any direct or indirect subsidiary of the Company with any other corporation, other than
(i) a merger or consolidation resulting in the voting securities of the Company outstanding
immediately prior thereto continuing to represent (either by remaining outstanding or by being
converted into voting securities of the surviving entity) at least 50% of the combined voting
securities of the Company or such surviving entity or any parent thereof outstanding immediately
after such merger or consolidation or (ii) a merger or consolidation effected to implement a
recapitalization of the Company (or similar transaction) in which no "person” (as hereinabove
defined) acquires 30% or more of the combined voting power of the Company's then outstanding
securities; or

(d) the shareholders of the Company approve a plan of complete
liquidation of the Company or there is consummated the sale or disposition by the Company of all or
substantially all of the Company's assets.

(ii) "Good Reason" for termination by Grantee of Grantee’s employment shall
mean the occurrence (without Grantee’s express written consent) after any Change in Control of the
Company, or prior to a Change in Control of the Company under the circumstances described in the
second sentence of Section 3(f) hereof (treating all references in paragraphs (a) through (h) below to
a "Change in Control of the Company" as references to a "potential Change in Control of the
Company"), of any one of the following acts by the Company, or failures by the Company to act:
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(a) the assignment to Grantee of any duties inconsistent (except in
the nature of a promotion) with the position in the Company that Grantee held immediately prior to
the Change in Control of the Company or a substantial adverse alteration in the nature or status of
Grantee’s position or responsibilities or the conditions of Grantee’s employment from those in effect
immediately prior to the Change in Control of the Company;

(b) areduction by the Company in Grantee’s annual base salary as
in effect on the date hereof or as the same may be increased from time to time;

(c)  the Company's requiring Grantee to be based more than fifty
(50) miles from the Company's offices at which Grantee were principally employed immediately
prior to the date of the Change in Control of the Company except for required travel on the
Company's business to an extent substantially consistent with Grantee’s present business travel
obligations;

(d) the failure by the Company to pay to Grantee any portion of
Grantee's current compensation or compensation under any deferred compensation program of the
Company, within seven (7) days of the date such compensation is due;

(e) the failure by the Company to continue in effect any material

- compensation or benefit plan-in which Grantee participate immediately prior to the Change in
Control of the Company unless an equitable arrangement (embodied in an ongoing substitute or
alternative plan) has been made with respect to such plan, or the failure by the Company to continue
Grantee's participation therein (or in such substitute or alternative plan) on a basis not materially less
favorable, both in terms of the amount of benefits provided and the level of Grantee's participation
relative to other participants, than existed at the time of the Change in Control;

® the failure by the Company to continue to provide Grantee with
benefits substantially similar to those enjoyed by Grantee under any of the Company's pension, life
insurance, medical, health and accident, or disability plans in which Grantee were participating at the
time of the Change in Control of the Company, the taking of any action by the Company which
would directly or indirectly materially reduce any of such benefits or deprive Grantee of any material
fringe benefit enjoyed by Grantee at the time of the Change in Control of the Company, or the failure
by the Company to provide Grantee with the number of paid vacation days to which Grantee are
entitled on the basis of Grantee’s years of service with the Company in accordance with the
Company's normal vacation policy in effect at the time of the Change in Control of the Company;

€4) the failure of the Company to obtain a satisfactory agreement
from any successor to assume and agree to perform this Agreement, as contemplated in Section 6
hereof; or

(h)  anypurported termination of Grantee’s employment which is

not effected pursuant to a Notice of Termination satisfying the requirements of Subsection (iii) below
(and, if applicable, the requirements of Subsection 3(c) above), which purported termination shall
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not be effective for purposes of this Agreement.

Your right to terminate Grantee’s employment pursuant to this Subsection shall not be affected by
Grantee’s incapacity due to physical or mental illness. Your continued employment shall not
constitute consent to, or a waiver of rights with respect to, any circumstance constituting Good
Reason hereunder.

(iii) A "Notice of Termination" shall mean a notice which shall indicate the
specific termination provision in this Agreement relied upon and shall set forth in reasonable detail
the facts and circumstances claimed to provide a basis for termination of Grantee’s employment
under the provision so indicated.

4, Rights as Shareholder. Subject to the restrictions and other limitations and conditions
provided in this Agreement, the Grantee as owner of the Restricted Stock will have all the rights of a
shareholder, including but not limited to the right to receive all dividends paid on, and the right to
vote, such Restricted Stock.

5. Book Entry. The Restricted Stock will be registered in the name of the Grantee and
held by the Company’s transfer agent in uncertificated form in a restricted account. Upon the
termination of the restrictions imposed under this Agreement as to any shares of Restricted Stock
held by the Company’s transfer agent hereunder, the Company will cause the unrestricted shares to
be transferred electronically to Grantee’s brokerage account (or to the account of such Grantee's legal
- representative, beneficiary or heir), subject to the withholding provision of Section 8.

6. Adjustment of Terms. In the event of corporate transactions affecting the Company’s
outstanding Common Stock, the Committee will equitably adjust the number and kind of shares
subject to this Agreement to the extent provided by the Plan.

7. Notice of Election Under Section 83(b). If the Grantee makes an election under
Section 83(b) of the Internal Revenue Code of 1986, as amended, he or she will provide a copy
thereof to the Company within thirty days of the filing of such election with the Internal Revenue
Service. .

8. Withholding Taxes. The Grantee will pay to the Company, or make provision
satisfactory to the Committee for payment of, any taxes required by law to be withheld in respect of
the Restricted Stock no later than the date of the event creating the tax liability. In the Committee's
discretion, such tax obligations may be paid in whole or in part in shares of Common Stock,
including the Restricted Stock, valued at Fair Market Value on the date of delivery (which is defined
as the closing price on the New York Stock Exchange on the previous trading day). Provided,
however, that if any of the events in Section 3 occurs on a date that is not a Business Day, the
restrictions on the shares of Restricted Stock shall be deemed to have terminated for the purposes of
this Section on the Business Day immediately preceding the date of such event. “Business Day”
means any day other than a Saturday or Sunday that is not a day on which the New York Stock
Exchange is authorized or required by law or regulations to be closed. The Company and its
Affiliates may, to the extent permitted by law, deduct any such tax obligations from any payment of
any kind otherwise due to the Grantee.
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9. The Committee. Any determination by the Committee under, or interpretation of the
terms of, this Agreement or the Plan will be final and binding on the Grantee.

10. Limitation of Rights. The Grantee will have no right to continued employment by
virtue of this grant of Restricted Stock.

11. Amendment. The Company may amend, modify or terminate this Agreement,
including substituting another Award of the same or a different type and changing the date of
realization, provided that the Grantee's consent to such action will be required unless the action,
taking into account any related action, would not adversely affect the Grantee.

12.  Governing Law. This Agreement will be governed by and interpreted in accordance
with the laws of Florida.

TECO ENERGY, INC.

By:

C.E. Childress
Chief Human Resources Officer
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Exhibit 104
TECO ENERGY, INC.
2010 EQUITY INCENTIVE PLAN
Restricted Stock ent
TECO Energy, Inc. (the "Company™and _______ (the "Grantee") have entered into
this Restricted Stock Agreement (the "Agreement”) dated under the Company's 2010

Equity Incentive Plan (the "Plan"). Capitalized terms not otherwise defined herein have the
meanings given to them in the Plan.

1. Grant of Restricted Stock. Pursuant to the Plan and subject to the terms and
conditions set forth in this Agreement, the Company hereby grants, issues and delivers to the Grantee
3,000 shares of its Common Stock (the "Restricted Stock™.

2. Restrictions on Stock. Until the restrictions terminate under Section 3, unless
otherwise determined by the Board:

(a)  the Restricted Stock may not be sold, assigned, pledged or transferred by the
Grantee; and

A .. (b) . allshares of Restricted Stock will be forfeited and returned to the Company if
the Grantee ceases to be a Director of the Company.

3. Termination of Restrictions. The restrictions on all shares of Restricted Stock will
terminate on the earliest to occur of the following events:

(a) as to 1,000 shares, on each of the first, second and third anniversary of the date
of this Agreement,

(b)  upon the completion of Grantee’s term on the Board after reaching the age at
which reelection is not considered appropriate, as such age is specified in the Company’s Corporate
Governance Guidelines, or upon a resignation from the Board under such circumstances that the
Board determines in its sole discretion that the removal of restrictions is appropriate; or

(c) the Grantee's death.

4. Rights as Shareholder. Subject to the restrictions and other limitations and conditions
provided in this Agreement, the Grantee as owner of the Restricted Stock will have all the rights of a
shareholder, including but not limited to the right to receive all dividends paid on, and the right to
vote, such Restricted Stock.

5. Book Entry. The Restricted Stock will be registered in the name of the Grantee and

held by the Company’s transfer agent in uncertificated form in a restricted account. Upon the
termination of the restrictions imposed under this Agreement as to any shares of Restricted Stock
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held by the Company’s transfer agent hereunder, the Company will cause the unrestricted shares to
be transferred electronically to Grantee’s brokerage account (or to the account of such Grantee's legal
representative, beneficiary or heir).

6. Adjustment of Terms. In the event of corporate transactions affecting the Company’s
outstanding Common Stock, the Board will equitably adjust the number and kind of shares subject to
this Agreement to the extent provided by the Plan.

7. Notice of Election Under Section 83(b). If the Grantee makes an election under
Section 83(b) of the Internal Revenue Code of 1986, as amended, he or she will provide a copy

thereof to the Company within thirty days of the filing of such election with the Internal Revenue
Service.

8. The Board. Any determination by the Board under, or interpretation of the terms of,
this Agreement or the Plan will be final and binding on the Grantee.

9. Limitation of Rights. The Grantee will have no right to be retained as a director of the
Company by virtue of this grant of Restricted Stock.

10.  Amendment. The Company may amend, modify or terminate this Agreement,
including substituting another Award of the same or a different type and changing the date of
" realization, provided that the Grantee's consent to such action will be required unless the action,
taking into account any related action, would not adversely affect the Grantee.

11.  Goveming Law. This Agreement will be governed by and interpreted in accordance
with the laws of Florida.

TECO ENERGY, INC.

By:

David E. Schwartz
Secretary
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CERTIFICATIONS

I, John B. Ramil, certify that:
1. Thave reviewed this quarterly report on Form 10-Q of TECO Energy, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

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

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report
is being prepared;

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

¢) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the
registrant's internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation 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) All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date:  August 6, 2010 s/ 1B RAMIL
I.B.RAMIL
President and Chief Executive Officer
(Principal Executive Officer)
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Exhibit 31.2
CERTIFICATIONS

I, Sandra W, Callahan, certify that:

1.

2.

I have reviewed this quarterly report on Form 10-Q of TECO Energy, Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

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

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report
is being prepared;

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

¢) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the
registrant's internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation 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) All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date:  August 6, 2010 Isl SW.CALLAHAN

S.W. CALLAHAN

Vice President-Finance and Accounting

and Chief Financial Officer '
(Chief Accounting Officer)

(Principal Financial and Accounting Officer)
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Exhibit 31.3
CERTIFICATIONS

I, John B. Ramil, certify that:

L

2.

I have reviewed this quarterly report on Form 10-Q of Tampa Electric Company;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the staternents made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

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

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report
is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to
be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial staternents for external purposes in accordance with generally accepted accounting
principles;

" ¢) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our

conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant’s most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the
registrant's internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation 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) All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date:  August 6, 2010 fs/ 1. B. RAMIL

J. B.RAMIL
Chief Executive Officer
(Principal Executive Officer)
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Exhibit 31.4
CERTIFICATIONS

I, Sandra W. Callahan, certify that:

1.

2.

I have reviewed this quarterly report on Form 10-Q of Tampa Electric Company;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

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

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report
is being prepared;

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

¢) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the
registrant's internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation 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) All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date:  August 6, 2010 sl S.W. CALLAHAN

S. W. CALLAHAN

Vice President-Finance and Accounting

and Chief Financial Officer

{Chief Accounting Officer)

(Principal Financial and Accounting Officer)
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Exhibit 32.1

TECO ENERGY, INC

Certification of Periodic Financial Report
Pursuant to 18 U.S.C. Section 1350

Each of the undersigned officers of TECO Energy, Inc. (the "Company™) 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 2002, that, to his knowledge, the Quarterly Report on Form 10-Q of the Company for the quarter
ended June 30, 2010 fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act
of 1934 and information contained in that Form 10-Q fairly presents, in all material respects, the financial condition
and results of operations of the Company.

Dated:  August 6, 2010 s/ 1. B. RAMIL.
J. B. RAMIL
President and Chief Executive Officer
(Principal Executive Officer)

Dated:  August 6, 2010 ’ /

S. W. CALLAHAN
Vice President-Finance and Accounnng
- and Chief Financial Officer
{Chief Accounting Officer)
(Principal Financial and Accounting Officer)

A signed original of this written statement required by Section 906, or other document authenticating,
acknowledging, or otherwise adopting the signature that appears in typed form within the electronic version of this
written statement required by Section 906, has been provided to the Company and will be retained by the Company
and furnished to the Securities and Exchange Commission or its staff upon request.

The foregoing certification is being furnished to the Securities and Exchange Commission as an exhibit to the Form
10-Q and shall not be considered filed as part of the Form 10-Q.
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Exhibit 32.2

TAMPA ELECTRIC COMPANY

Certification of Periodic Financial Report
Pursuant to 18 U.8.C, Section 1350

Each of the undersigned officers of Tampa Electric Company (the "Company”) 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 2002, that, to his knowledge, the Quarterly Report on Form 10-Q of the Company for the
quarter ended June 30, 2010 fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934 and information contained in that Form 10-Q fairly presents, in all material respects, the
financial condition and resuits of operations of the Company.

Dated:  August 6, 2010

J. B. RAMIL
Chief Executive Officer
(Principal Executive Officer)

Dated:  August 6, 2010 {88 W. CALLAHAN
S. W, CALLAHAN
Vice President-Finance and Accountmg
- S . : - - - and Chief Financial Officer
{Chief Accounting Officer)
(Principal Financial and Accounting
Officer)

A signed original of this written statement required by Section 906, or other document authenticating,
acknowledging, or otherwise adopting the signature that appears in typed form within the electronic version of this
written statement required by Section 906, has been provided to the Company and will be retained by the Company
and furnished to the Securities and Exchange Commission or its staff upon request.

The foregoing certification is being furnished to the Securities and Exchange Commission as an exhibit to the Form
10-Q and shall not be considered filed as part of the Form 10-Q.
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PAGE1OF2

TAMPA ELECTRIC DIVISION
PROJECTED STATEMENT OF SOURCES AND USES OF FUNDS
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2011
(MILLIONS)

FUNDS PROVIDED BY

Cash Flows from Operating Activities:

Depreciation $226
Deferred Income Taxes 22
Investment Tax Credit -
Other )}

$245

Cash Flows from Investing Activities:

Capital Expenditures (excluding AFDUC) o . 317

Cash Flows from Financing Activities:

Changes in Financing _72
Total Cash Flows excluding Net Income $0
TAMPA ELECTRIC DIVISION
PROJECTED CONSTRUCTION BUDGET
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2011
(MILLIONS)

Transmission & Distribution $136
Production (including environmental) 151
General 30

Total Projected Construction Budget (Excluding AFUDC) $317

260




EXHIBIT B
PAGE 2 OF 2

PEOPLES GAS SYSTEM DIVISION
PROJECTED STATEMENT OF SOURCES AND USES OF FUNDS
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2011
(MILLIONS)

Cash Flows from Operating Activities:

Depreciation $47
Deferred Income Taxes 2
Other : -8)
$41
Cash Flows from Investing Activities:
Capital Expenditureé (excluding AFUDC) (50)
Cash Flows from Financing Activities:
Changes in Financing 9
Total Cash Flow excluding Net Income $0
PEOPLES GAS SYSTEM DIVISION
PROJECTED CONSTRUCTION BUDGET
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2011
(MILLIONS)
Total Projected Construction (excluding AFUDC) $50
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