AUSLEY & MCMULLEN

ATTORNEYS AND COUNSELORS AT LAW '?‘ECE!\J/!E{‘.}*FF)S(:
123 SOUTH CALHOUN STREET
P.O. BOX 391 (ZIP 32302) 11 SEP -2 PH |: 25
TALLAHASSEE, FLORIDA 32301
(B50) 224-9118 FAX (850) 222-7560 COMH{SS}ON

CLERK

September 2, 2011

HAND DELIVERED \ [ OZ[Q 6 _ 6[

Ms. Ann Cole, Director

Office of Commission Clerk
Florida Public Service Commission
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 fisca! period of 12 months ending December 31, 2012.

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,
es D. Beasley
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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. wg i

Submitted for filing on September 2, 2011

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, 2012 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.0.Box 111

Tallahassee, FL 32302 Tampa, FL 33601

(850) 224-9115 (813) 228-1752
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4. AsofJune 30,2011, 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} Amount authorized (¢} Amount (d) Amount | (¢) 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 heldin | 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 | 2,300,000 shares with no None None None None None
Steck par value |
Funded Debt:
Tampa Electric division
Installment Contracts Payable:
5.15% Series, due 2025 $51,600,000 $51,600,000 None None None None
5.65% Series, due 2018 54200000 54,200,000 None None None None
Variable Interest Series, due 2020 20,000,000 None 20,000,000 None None None
5% Series, due 2034 85,950,000 85,950,000 None Nornie None None
Variable Interest Series, due 2030 75,000,000 None 75,000,000 None Nong 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 86,400,000 None None None None
Unsecured Notes:
6.875% Series, due 2012 99,571,080 99,571,080 None None None None
6.10% Series, due 2018 200,000,000 200,000,000 None None None None
6.375% Series, due 2012 208.698.600 208,698,600 None None None None
6 25% Series, due 2014 83,333,333 83,333,333 None None None None
6.25% Series, due 2015 83,333,333 83,333,333 None None None None
6.25% Series, due 2016 83,333,333 83,333,333 Neone None None None
5.40% Series, due 2021 231,730,320 231,730,320 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:
8.00% Series, due 2012 6,800,000 6,800,000 None None None None
Unsecured Notes:
6.875% Series, due 2012 18,965 920 18,965,920 None None None None
6.375% Series, due 2012 44,269,400 44,269 400 None None None None
6.10% Series, due 2018 50,000,000 50,000,000 None None None None
5.40% Senes, due 2021 46,764,680 46,764 680 None None None None
6,15% Series, due 2037 60,000,000 60,000,000 None None Norne None
Total Funded Debt $2.090,635,000 $1,995 6350001  $95,000,000




(a)

Statement of Proposed Transactions

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
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. In connection with this application, the Company
confirms that the capital raised pursuant to this application will be used in connection with
the activities of the Company’s regulated electric and gas divisions and not the unregulated

activities of the utilities or their affiliates.

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
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(b)

private sale, sale through agents, or distribution to security holders of the Company or affiliated

companies.

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

than one year from the date of issuance.

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 $1.4 billion 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 $1.0 billion.

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 $600 million is needed to
accommodate the potential issuance of additional notes based on projected short-term debt
levels and debt maturities; the amount of $200 million is needed for potential long-term
emergency funding; and the amount of $600 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 $300 million is needed to avail the

Company of short-term emergency funding and other purposes.
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(d)

(a)

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
0.65% and 3.60%, 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, 2012 will be $345 million. Estimates for specific, larger-

scale, non-recurring investments for 2012 include:

(Millions)

Projects Amount
Big Bend Infrastructure $44
Polk Water Project 31
Information Technology _8
$83




(b)

(©)

The gas division of the Company currently estimates that construction expenditures during the

12 months ending December 31, 2012 will be $60 million for maintenance and system

expansion.

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
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10.

two divisions of the Company as public utilities, is compatible with the public interest and is
reasonable, necessary and appropriate. In support thereof the Company states that the proposed
issuance and sale of securities and the proposed application of funds derived therefrom, as
described in paragraphs 5 and 6 above, are consistent with similar actions the Company in the
past has found to be lawful, reasonable, necessary and appropriate for the conduct of its
business. The Company further states that this application for authority to issue and sell
securities is consistent in its objectives with those of applications the Company has filed, and
this Commission has found to be lawful, reasonable, necessary and appropriate, on numerous

occasions in the past.

The names and addresses of counsel who will pass upon the legality of the proposed issuances
are: Charles A. Attal, Ill, 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:

(@) 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 (2010 Form 10-K)
(ii) Attached as Exhibit A-2 (Most Recent Quarterly 2011 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, 2012.

DATED this 2™ day of September, 2011
TAMPA ELECTRIC COMPANY

By: m &?/UM
Kim M. Caruso
Treasurer
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TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
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TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED: SEPTEMBER 2, 2011

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549
FORM 10-K

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

For the fiscal year ended December 31, 2010
OR
[l 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
Commission its charter, state of incorporation, address of LR.S. Employer
File No. principal executive offices, telephone number Identification Number

1-8180 TECO ENERGY, INC. 59-2052286
(a Florida corporation)
TECO Plaza
702 N. Franklin Street
Tampa, Florida 33602
(813) 228-1111

1-5007 T AMP A ELECTRIC 59-0475140
COMPANY

{2 Florida corporation)
TECO Plaza
702 N. Franklin Street
Tampa, Florida 33602
(813)228-1111

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered
TECO Energy, Inc.
Common Stock, $1.00 par value New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act: NONE

Indicate by check mark if TECO Energy, Inc. is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act. YES XI NO [

Indicate by check mark if Tampa Electric Company is a well-known seasoned issuer, as defined in Rule 4035 of the Securities
Act. YES [0 NO X

Indicate by check mark if the registrants are not required to file reports pursuant to Section 13 or Section 15(d) of the
Exchange Act. YES [0 NO X

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 [

1
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TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED: SEPTEMBER 2, 2011

Indicate by ch'eck mark fvhether 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 ® NO O

Infiicate by checl§ mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and
will not b‘? contained, 10 the best of registrants’ knowledge, in definitive proxy or information statements incorporated by
reference in Part III of this Form 10-K or any amendment to this Form 10-K. [J ’

Indicate by chec_k 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 filerX Accelerated filer 0
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 “smailer
reporting company” in Rule 12b-2 of the Exchange Act.

Large Accelerated filer(d Accelerated filer O

Non-Accelerated filer Smaller reporting company

Indicate by check mark whether TECO Energy, Inc. is a shell company (as defined in Rule 12b-2 of the
Act). YES O NO

Indicate by check mark whether Tampa Electric Company is a shell company (as defined in Rule 12b-2 of the
Act). YES OO0 NO

The aggregate market value of TECO Energy, Inc.’s common stock held by non-affiliates of the registrant as of Jun. 30, 2010
was $3,233,787,526 based on the closing sale price as reported on the New York Stock Exchange.

The aggregate market value of Tampa Electric Company’s common stock held by non-affiliates of the registrant as of Jun.
30, 2010 was zero.

The number of shares of TECO Energy, Inc.’s common stock outstanding as of Feb. 21, 2011 was 214,890,426. As of Feb.
21, 2011, 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.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the Definitive Proxy Statement relating to the 2011 Annual Meeting of Shareholders of TECO Energy, Inc. are
incorporated by reference into Part II1.

Tampa Electric Company meets the conditions set forth in General Instruction (I) (1} (a) and (b) of Form 10-K and is
therefore filing this form with the reduced disclosure format.

This combined Form 10-K 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. Tampa Electric Company
makes no representations as to the information relating to TECO Energy, Inc.’s other operations.

Cover page 1 of 191
Index to Exhibits begins on page E-1
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TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED: SEPTEMBER 2, 2011

PART 1
Item 1. BUSINESS,

TECO ENERGY

TECO Energy, Inc. (TECO Energy) was incorporated in Florida in 1981 as part of a restructuring in which it became

t};e DparegtI cg;)p](:}ration of Tampa Electric Company. TECO Energy and its subsidiaries had approximately 4,233 employees as
of Dec. 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 Code of Ethics and Business Conduct, are available on
the Investors section of TECO Energy’s website, www.tecoenergy.com, or in print free of charge to any investor who
requests the information. TECO Energy also makes its Securities and Exchange Commission (SEC) (www,sec.gov) filings
available free of charge on the Investors section of TECO Energy’s website as soon as reasonably practicable after they are
filed with or furnished to the SEC.

TECO Energy is a holding company for regulated utilities and other businesses. TECO Energy currently owns no
operating assets but holds all of the common stock of Tampa Electric Company and through its subsidiary TECO Diversified,
Inc., owns TECO Coal Corporation and through its subsidiary TECO Wholesale Generation, Inc., owns TECO Guatemala,
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 more than 672,000 customers in West Central
Florida with a net winter system generating capability of 4,684 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 electric power generation customers in Florida. With more than 336,000 customers, PGS has
operations in Florida's major metropolitan areas. Annual natural gas throughput (the amount of gas delivered to its
customers, including transportation-only service) in 2010 was almost 1.6 billion therms.

TECO Coal Corporation {TECO Coal), a Kentucky corporation, has 11 subsidiaries located in Eastern Kentucky,
Tennessee and Virginia. These entities own mineral rights, own or operate surface and underground mines and own interests
in coal processing and loading facilities.

TECO Guatemala, Inc. (TECO Guatemala), a Florida corporation, owns consolidated subsidiaries that participate in
two contracted Guatemalan power plants, San José and Alborada. In October 2010, TECO Guatemala sold its 30% interest in
Distribucidn Eléctrica Centro Americana I, S.A. (DECA 1), which had an ownership interest in Guatemala's largest
distribution utility, Empresa Eléctrica de Guatemala, S.A. (EEGSA) and other affiliated energy-related companies.

Revenues from Continuing Operations

{miltions) 2018 2009 2008

TAMPA EIECIIC. .oocriiiirecreiiticrrecneeesensiorecrsa et sres s srnsessess e essmaasesenns $ 21632 % 21948 § 2,091.2
PO ety st b e e e o bt a e e 529.9 470.8 688.4
Total regulated BUSINESSES .uvevvirerivveeerieeesirseereresncsaesesreesssrennsns 2,693.1 2,665.6 2,779.6
TECO Coal ..o 690.0 653.0 588.4
TECO Guatemala Y 1244 83 8.4
3,507.5 3,326.9 3,376.4

Other and eliminAtIONS. ...c.cvcvarcen it e es e e csseceressans (19.6) (16.4) (1.1)
Total revenues from continuing operations.........ccvveniiecninines $ 34879 $ 33105 § 33753

(1) Revenues for the years ended Dec. 31, 2009 and 2008 are exclusive of entities deconsolidated as a result of accounting
standards and include only revenues for the consolidated Guatemalan entities. Due to a change in these standards, these
entities were reconsolidated as of Jan. 1, 2010.
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TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED: SEPTEMBER 2, 2011

For additional financial information regarding TECO Energy’s significant business segments including geographic
areas, see Note 14 to the TECO Energy Consolidated Financial Statements, Also, see Note 19 for additional information
regarding the deconsolidation and subsequent reconsolidation of the Guatemala subsidiaries.

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 electric
generating stations in or near 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 2,300 employees as of Dec. 31, 2010, of which 888 were represented by the International
Brotherhood of Electrical Workers and 198 were represented by the Office and Professional Employees International Union.

In 2010, approximately 50% of Tampa Electric’s total operating revenue was derived from residential sales, 30% from
commercial sales, 9% from industrial sales and 11% from other sales, including bulk power sales for resale. Approximately
5% of revenues are attributed to governmental municipalities. The sources of operating revenue and megawatt hour sales for
the years indicated were as follows:

Operating Revenue

(miltions) 2010 2009 2008
RESIAENTIAL ... eeve e evicineircs e creirne s e srescaserssaiesssenssatessessansasanesensenassne $ 11,1000 $ 1,0824 S 981.7
COMMETCIAL vt erats e see s e s ts s sms s e s sannsereeevaesn 648.4 689.1 639.0
Industrial — Phosphate ... . 84.2 81.2 66.1
Industrial — Other....voeeicoeivneecenns 103.7 111.0 1112
Other retail sales of electricity 191.6 204.3 185.7
TOtal FELAIL ... v ceeciarre e rescerarrnrc s e sresrarssbeeane e sraee e ssasssssesrannns 2.127.9 2,168.0 1,983.7
41.6 42.4 69.7
(6.3) (15.6) 378

$ 21632 $§ 21948 $§ 20912

Megawatt-hour Sales

{millions} 2000 2009 2008
RESIAENTIAL o...eviriicie vt cccie et eerae s s e snns v assaaeasbaessansesamssencasans 9,185 8,667 8,546
Commercial... 6,221 6,274 6,399
INAUSIFIAL...veei et evecrcisve e rcib e cvreeeerse s e bsrasessse s saransreas 2.010 1,995 2,205
Other retail sales of electriCIY ...vvvvviveveer e 1,797 1,839 1,840
TOtal TEHAIL. .o ineeci e crtee et et e e ra e te e srrasraes b b arase e reaen 19,213 18,775 18,990
Sales f0r 188AlE ..o e et e rens 516 440 884
Total energy sold ... 19,729 19,215 16,874

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

14




TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED: SEPTEMBER 2, 2011

Regulation

o Tampa Electric’s retail operations are regulated by the Florida Public Service Commission (FPSC), which has
Jurisdiction over retail rates, quality of service and reliability, issuances of securities, planning, siting and construction of
facilities, accounting and depreciation practices and other matters.

In general, the FPSC’s pricing objective is to set rates at a level that provides an opportunity for the utility to collect
total revenues (revenue requirements) equal to its cost to provide service, plus a reasonable return on invested capital.

The costs of owning, operating and maintaining the utility systems, excluding fuel and conservation costs as well as
purchased power and certain environmental costs for the electric system, are recovered through base rates. These costs
include operation and maintenance expenses, depreciation and taxes, as well as a return on investment in assets used and
useful in providing electric services (rate base). The rate of return on rate base, which is intended to approximate the
individual company’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 (ROE). Base rates are determined in FPSC revenue requirement and rate setting
hearings which occur at irregular intervals at the initiative of Tampa Electric, the FPSC or other parties.

Tampa Electric’s rates and allowed ROE range of 10.25% to 12.25%, with a midpoint of 11.25%, which was
established in 2009, are in effect unti] 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 August 2008, Tampa Electric had not sought a base rate increase since 1992. As a result of lower customer and
energy sales growth and significant annual capital investments, 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 a 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 a $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 (CTs) are needed to
serve customers. The FPSC later clarified that it would perform an audit to review the continuing need for the CTs and the
costs incurred to place the CTs and rail unloading facilities in service.

In July 2009, in response to a motion for reconsideration, the FPSC determined that adjustments to the capital structure
used to calculate the rates effective in 2009 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 in 2009 for a total increase of $113.6
million. 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 2009, the intervenors filed a joint appeal to the Florida Supreme Court related to the FPSC’s decision
rejecting their motion for reconsideration of the 2010 portion of base rates approved in 2009.

In December 2009, the FPSC approved Tampa Electric’s petition requesting an effective date of Jan. 1, 2010 for the
proposed rates supporting the CTs and rail unloading facilities and based on its Staff audit of Tampa Electric’s actual costs
incurred, the Commission determined the portion of base rates approved in 2009 should be reduced by $8.3 million to $25.7
million, subject to refund. A regulatory proceeding was scheduled for October 2010 regarding the continuing need for the
CTs, the appropriate amount to be recovered and the resulting rates.

In July 2010. Tampa Electric entered into a stipulation with the intervenors to resolve all issues related to the 2008 base
rate case including the base rates effective Jan. 1, 2010 as well as the intervenors” appeal to the Florida Supreme Court.
Under the terms of the stipulation, the $25.7 million rate increase would remain in effect for 2010, Tampa Electric would
make a one-time reduction of $24.0 million to customers’ bills in 2010 and 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 rate increase will be
in effect.

In August 2010, the FPSC approved the July stipulation, as filed in Docket No. 090368-El “Review of the continuing
need and cost associated with Tampa Electric Company’s 5 Combustion Turbines and Big Bend Rail Facility”. This
stipulation resolved 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. The docket related to the base rate
proceeding is now closed. The one-time reduction of $24.0 million to customers’ bills in 2010 was reflected in operating
results as a reduction in revenue and base rates reflect a total rate increase of $137.6 million as of Jan. 1, 2011.

5

15




TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED: SEPTEMBER 2, 2011

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 fuel, environmental compliance, conservation programs and purchased power costs and estimated
customer usage for a calendar year recovery period, with a true-up adjustment to reflect the variance of actual costs to

projected costs for prior periods. The FPSC may disallow recovery of any costs it considers unreasonable or imprudently
incurred.

In September 2010, 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 2011. In November 2010,
the FPSC approved Tampa Electric’s requested rates. The rates include the projected cost for natural gas, oil and coal,
including transportation, for 2011 and the net over-recovery of fuel, purchased power and capacity clause expenses, which
were collected in 2010 and 2009. Rates in 2010 also reflected a two-block residential fue! factor structure with a Jower factor
for the first 1,000 kilowatt-hours used each month for the first time. Due to increased reliance on natural gas to fuel its
generating fleet and continued low natural gas prices, Tampa Electric’s residential customer rate per 1,000 kilowatt-hours
decreased $5.22 from $112.73 in 2010 to $107.51 in 201 1.

The FPSC determined it was appropriate for Tampa Electric to recover Selective Catalytic Reduction (SCR) operating
costs through the Environmental Cost Recovery Clause (ECRC) 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 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 the SCR for Big Bend Unit 1 was reported in-service in May 2010,
and cost recovery started in the respective in-service years {see the Environmental Matters section).

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

In July 2010, Tampa Electric filed wholesale requirements 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 rate case updates Tampa Electric’s charges under its FERC-approved Open Access Transmission
Tariff (OATT) for the various forms of wholesale transmission service it provides. These rates were last updated in 2003,
pursuant to a settlement agreement between the company and its then transmission customers. The wholesale requirements
rate proceeding addresses the rates and terms and conditions of Tampa Electric’s existing wholesale customers,

The FERC approved Tampa Electric’s proposed transmission rates as filed with the FERC, which became effective
Sep. 14, 2010, subject to refund. The FERC also approved Tampa Electrie’s proposed wholesale requirements rates, as filed
with the FERC, to become effective Mar. 1, 2011, subject to refund. The proposed wholesale requirements and transmission
rates are not expected to have a material impact on Tampa Electric’s results.

A procedural schedule including technical and settlement conference dates has been approved by the settlement judge
in each case. Technical and settlement conferences have been held in both cases and the next settlement conference is
scheduled for Mar. 15, 2011 in the requirements case.

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

Transactions between Tampa Electric and its affiliates are subject to regulation by the FPSC and FERC, and any
charges deemed to be imprudently incurred may be disallowed for recovery from Tampa Electric’s retail and wholesale
customers.

Competition

Tampa Electric’s retail electric business is substantially free from direct competition with other electric utilities,
municipalities and public agencies. At the present time, the principal form of competition at the retail level consists of self-
generation available to larger users of electric energy. Such users may seek to expand their alternatives through various
initiatives, including 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 guality service to retail customers.
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Presently, there is competition in Florida’s wholesale power markets, 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 eng:rgv and
environmental 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 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
mechanism for expedited dispute resolution, allow bidders to submit new bids whenever the 10U 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.

Fuel

Approximately 58% of Tampa Electric’s generation of electricity for 2010 was coal-fired, with natural gas representing
approximately 42% and oil representing less than 1%. Tampa Electric used its generating units to meet approximately 91% of
the total system load requirements, with the remaining 9% coming from purchased power. The following table shows Tampa
Electric’s average delivered fuel cost per million British thermal unit (Btu) and average delivered cost per ton of coal burned:

Average cost per million Blu 2010 2669 2008 2007 2006
08l e e et a e e st e e eb s ene e en e reeas $ 3% 3008 29 8 25§ 2.4

161 I .. $ 1648 160 $ 2041 % 13.8 § 13.3¢
Gas (Natural) ... .. % 67:% 80(S% 106 % 95 % 96
COMPOSIEE .. ovrencevversreneeesiicreasaenrens seeeve s snsssecssateasasas s aassesbasesessssransasess sennn $ 448 508 558% 508 47

Average cost per ton of coal burned ...............oeeeevccennirieeeineeecescnerennn, $ 758 % 792t % 69.1: $§ 60.7. § 58.7

Tampa Electric’s generating stations burn fuels as follows: Bayside, with units 3 through 6 entering commercial
operation in 2009, burns natural gas; Big Bend Station, which has sulfur dioxide scrubber capabilities and nitrogen oxide
reduction systems, burns a combination of high-sulfur coal and petroleum coke, No. 2 fuel oil and natural gas at CT4, which
entered commercial operation in August 2009; Polk Power Station burns a blend of low-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 4.4 million tons of coal and petroleum coke during 2010 and estimates that
its combined coal and petroleum coke consumption will be about 5.0 million tons for 2011. During 2010, Tampa Electric
purchased approximately 75% of its coal under long-term contracts with four suppliers, and approximately 25% 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 67% of its coal and petroleum coke requirements in 2011 under long-term
contracts with four suppliers and the remaining 33% 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 2010, approximately 77% of Tampa Electric’s coal supply was deep-mined, approximately 12% was surface-mined
and the remaining was petroleum coke. Federal surface-mining laws and regulations have not had any material adverse
impact on Tampa Eleciric’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, 2010, approximately 46% of Tampa Electric’s 1,250,000 MMBtu gas storage capacity
was full. Tampa Electric has contracted for 60% of the expected gas needs for the April 2011 through September 2011
period, 50% for October 2011 and 20% for November 2011 through March 2012. In early March 2011, Tampa Electric
expects to issue an 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.

Oil. Tampa Electric has agreements in place to purchase low sulfur No. 2 fuel oil for its Big Bend and Polk Power
stations. All of these agreements have prices that are based on spot indices.
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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), although, in certain events, they are subject to forfeiture.

Florida municipalities are prohibited from granting any franchise for a term exceeding 30 years. The City of Temple
Terrace reserved the right to purchase Tampa Electric’s property 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 September 2040.

Franchise fees payable by Tampa Electric, which totaled $38.6 million in 2010, are calculated using a formula based
primarily on electric revenues and are collected on customers’ bilfs.

Utility operations in Hillsborough, Pasco, Pinellas and Polk Counties outside of incorporated municipalities are
conducted in each case under one or more permits to use state or county rights-of-way granted by the Florida Department of
Transportation or the County Commissioners of such counties. There is no law limiting the time for which such permits may
be granted by counties. There are no fixed expiration dates for the Hillsborough County, Pinellas County and Polk County
agreements. The agreement covering electric operations in Pasco County expires in 2023,

Environmental Matters

Among our companies, Tampa Electric has the most significant number of stationary sources with air emissions
regulated by the Clean Air Act, material Clean Water Act implications, and potential implications due to possible federal and
state legislative initiatives. Tampa Electric has undertaken major steps to dramatically reduce its air emissions through a
series of voluntary actions, including technology selection {e.g., integrated gasification combined cycle ((GCC) and
conversion of coal-fired units to natural-gas fired combined cycle); implementation of a responsible fuel mix taking into
account price and reliability impacts to its customers; a substantial capital expenditure program to add Best Available Control
Technology (BACT) emissions controls; imp lementation of additional controls to accomplish early reductions of certain
emissions; and enhanced controls and monitoring systems for certain pollutants. Together, 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.

Consent Decree

Tampa Electric, through voluntary negotiations with the U.S, Environmental Protection Agency (EPA), the U.S.
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 Judgment, which became effective Dec. 6, 1999, as settlement of
federal and state litigation. Pursuant to these agreements, allegations of violations of New Source Review requirements of the
Clean Air Act were resolved, a provision was made for environmental controls and pollution reductions, and Tampa Electric
implemented 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 8O, projects for NQO, reduction on Big Bend Units 1 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 approximately 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.
control on the four coal-fired Big Bend units. The units were reported in-service in May 2007, June 2008, May 2009 and May
2010.
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The FPSC determined that it is appropriate for Tampa Electric to recover the operating costs of and earn a return on the
investment in the SCRs 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 for each unit in the year that the unit entered service.

In November 2007, Tampa Electric entered into an agreement with the EPA and DOJ for a Second Amendment to the
Consent Decree. The Second Amendment: 1) establishes a 0.12 Ib/MMBtu NO, limit on a 30-day rolling average for Big
Bend Units 1 through 3, which is lower than the original Consent Decree that had a provision for a limit as high as 0.15
Ib/MMB1u depending on 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) requires Tampa Electric to install a second Particulate Matter (PM)
Continuous Emissions Monitoring System and potentially replace the originally installed 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, and PM emissions from its facilities by 164,000 tons,
63,000 tons, and 4,500 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 scrub emissions from Big Bend Unit 3 as well. Currently the scrubbers at the Big Bend Power Station are
capable of removing more than 95% of the SO, emissions from the flue gas streams.

The repowering of the Gannon Power Station to the Bayside Power Station has resulted in a significant reduction in
emissions of all pollutant types. With the completion of the final Big Bend SCR in May 2010, the SCR projects resulted ina
total phased reduction of NO, emissions by 63,000 tons per year from 1998 levels.

In total, Tampa Electric’s emission reduction initiatives have resulied in the annual reduction of SO,, NO, and PM
emissions in 2010 by 94%, 91% and 87%, respectively, below 1998 levels. With these state-of-the-art improvements in place,
Tampa Electric’s activities have helped to significantly enhance the quality of the air in the community. As a result of its
completed emission reduction actions, Tampa Electric has achieved emission reduction levels called for in Phase I of the
Clean Air Interstate Rule (CAIR). In July 2008, the 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.

Tampa Electric has reduced mercury emissions through the repowering of the Gannon Power Station to the 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 have been achieved from the installation of NO, controls at
the Big Bend Power Station, which have led to a reduction of mercury emissions more than 75% from 1998 levels. The Clean
Air Mercury Rule (CAMR) Phase | requirements were scheduled for implementation in 2010. The U.S. Court of Appeals for
the District of Columbia Circuit vacated CAMR 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.

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 liability associated with these sites presents the potential for significant response costs, as of Dec. 31, 2010, Tampa
Electric Company has estimated its ultimate financial liability to be approximately $21.3 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 2010 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 portion of the cleanup costs attributable to Tampa Electric Company. The
estimates to perform the work are based on actual estimates obtained from contractors or Tampa Electric Company’s
experience with similar work, adjusted for site specific conditions and agreements with the respective 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.,
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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.
Under current regulation, these additional costs would be eligible for recovery through customer rates.

In October 2010, the EPA notified Tampa Electric Company that it is a PRP under the federal Superfund law for the
proposed contaminated soil removal action and further clean up, if necessary, at a property owned by Tampa Electric
Company in Tampa, Florida. The property owned by Tampa Electric Company is undeveloped except for location of
transmission lines and poles, and is adjacent to an industrial site, not owned by Tampa Electric Company, which the EPA has
studied since 1992 or earlier. The EPA has asserted this potential liability due to Tampa Electric Company’s ownership of the
property described above but, to the knowledge of Tampa Electric Company, is not based upon any release of hazardous
substances by Tampa Electric Company. Tampa Electric Company is in the process of responding to such matter, and the
scope of its potential liability, if any, and the costs of any required investigations and remediation have not been determined.

Capital Expenditures

Tampa Electric’s 2010 capital expenditures included $11.0 million for the installation of the final SCR equipment on
the coal-fired Big Bend Unit 1 and $3.0 million for other environmental compliance projects. See the Liguidity, Capital
Expenditures section of MD&A for information on estimated future capital expenditures related to environmental
compliance.

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 generation customers in the State
of Florida.

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 336,000 customers. The
system includes approximately 11,000 miles of mains and 6,500 miles of service lines. (See PGS’ Franchises and Other
Rights section below.)

PGS had 537 employees as of Dec. 31, 2010. A total of 79 employees in six of PGS’ 14 operating divisions are
represented by various union organizations.

In 2010, the total throughput for PGS was almost 1.6 billion therms. Of this total throughput, 9% was gas purchased
and resold to retail customers by PGS, 72% was third-party supplied gas that was delivered for retail transportation-only
customers and 19% was gas sold off-system. Indusirial and power generation customers consumed approximately 49% of
PGS’ annual therm volume, commercial customers used approximately 26%, oftf-system sales customers consumed 19% and
the balance was consumed by residential customers.

While the residential market represents only a small percentage of total therm volume, residential operations comprised
about 30% of total revenues. Approximately 3% of revenues are attributed to governmental municipalities.

Natural gas has historically been used in many traditional industrial and commercial operations throughout Florida,
including production of products such as steel, glass, ceramic tile and food products. Within the PGS operating territory,
large cogeneration facilities utilize gas-fired technology in the production of electric power and steam. PGS has also seen
increased interest and development in natural gas vehicles. Four new compressed natural gas stations have been connected in
the past year with more planned for 2011.
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Revenues and therms for PGS for the years ended Dec. 31 were as follows:

Revennes Therms

(millions) 2010 2009 2008 2010 2009 2008
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No significant part of PGS’ business is dependent upon a single or limited number of customers where the loss of any
one or more would have a significant adverse effect on PGS. PGS’ business is not highly seasonal, but winter peak
throughputs are experienced due to colder temperatures.

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 at a level that provides an opportunity for 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. The rate of return on rate base, which is intended to approximate PGS’ weighted cost of capital, primarily includes its
cost for debt, deferred income taxes at a zero cost rate, and an allowed ROE. Base rates are determined in FPSC revenue
requirements proceedings which occur at irregular intervals at the initiative of PGS, the FPSC or other parties. For a
description of recent proceeding activity, sec 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.

As a result of the unprecedented cold winter weather in 2010, in the second quarter of 2010 PGS projected it would
earn above the top of its ROE range of 11.75% in 2010. PGS recorded a $9.2 million total provision related to the 2010
earnings above the top of the range. In December 2010, PGS and the Office of Public Counsel entered into a stipulation and
settlement agreement requesting Commission approval that $3.0 million of the provision to be refunded to customers in the
form of a credit on customers’ bills in 2011, and the remainder be applied to accumulated depreciation reserves. On Jan. 28§,
2011 the FPSC approved the stipulation.

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 based on a cap approved annually in an FPSC hearing. The cap is based on estimated costs of purchased gas and
pipeline capacity, and cstimated customer usage for a calendar year 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 2010, the FPSC approved rates
under PGS’ PGA clause for the period January 2011 through December 2011 for the recovery of the costs of natural gas
purchased for its distribution customers.

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. This charge is intended to permit PGS to recover 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 the programs are cost effective for its ratepayers. The FPSC requires
natural gas utilities to offer transportation-only service to all non-residential 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
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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 waste and other environmental matters.

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 taken actions to retain and expand its commodity and transportation business, including managing costs and
providing high quality service to customers.

In Florida, gas service is unbundled for all non-residential customers. PGS has a *“NaturalChoice” program, offering
unbundled transportation service to customers consuming in excess of 1,999 therms annually, allowing these 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 regardless of whether a customer decides to opt for transportation-only service or continue bundled
service. PGS had approximately 15,700 transportation-only customers as of Dec. 31, 2010 out of approximately 32,400
eligible customers.

Competition is most prevalent in the large commercial and industrial markets. In recent years, these classes of
customers have been targeted by companies seeking to sell gas directly by transporting gas through other facilities and
thereby bypassing PGS 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 capacity for delivery by
PGS to its customers.

Gas is delivered by Florida Gas Transmission Company (FGT) through 60 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. Gulfstream 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 10 meet the gas requirements of
its system commodity customers, except during localized emergencies affecting the PGS distribution system and on
abnormally cold days.

Firm transportation rights on an interstate pipeline represent a right to use the amount of the capacity reserved for
transportation 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 day-to-day basis to partially offset costs recovered through
the PGA clause.

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

Neither PGS nor any of the interconnected interstate pipelines have storage facilities in Florida. PGS occasionally faces
situations when the demands of all of its customers for the delivery of gas cannot be met. In these instances, it is necessary
that PGS interrupt or curtail deliveries to its interruptible customers. In general, the largest of PGS’ industrial customers are
in the categories that are first curtailed in such situations. PGS’ tariff and transportation agreements with these customers
give PGS the right to divert 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
cither case pays the customer for charges incurred for interstate pipeline transportation to the PGS system.
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Franchises and Other Rights

PGS holds franchise and other rights with approximately 100 municipalities throughout Florida. These franchises
govern the placement of PGS’ 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 PGS’ use of public rights-of-way and other public
property within the municipalities it serves during the term of the franchise agreement. The franchises are irrevocable and are
not subject to amendment without the consent of PGS, although in certain events, they are subject to forfeiture.

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

PGS’ franchise agreements with the incorporated municipalities within its service area have various expiration dates
ranging from the present through 2038. PGS expects to negotiate 14 franchises in 2011, the majority of which will be
renewals of existing agreements. Franchise fees payable by PGS, which totaled $9.5 million in 2010, are calculated using
various formulas which are based principally on natural gas revenues. Franchise fees are collected from only those customers
within each franchise area.

Utility operations in areas outside of incorporated municipalities are conducted in each case under one or more permits
to use state or county rights-of-way granted by the Florida Department of Transportation or the county commissioners of
such counties. There is no law limiting the time for which such permits may be granted by counties. There are no fixed
expiration dates and these rights are, therefore, considered perpetual.

Environmental Matters

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

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

Capital Expenditures

During the year ended Dec. 31, 2010, PGS did not incur any material capital expenditures to meet environmental
requirements, nor are any anticipated for the 2011 through 2015 period.

TECO COAL

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 Elkhorn Coal Company, Perry
County Coal Corporation and Bear Branch Coal Company. The TECO Coal subsidiaries (collectively referred to herein as
TECO Coal) own or control, by lease, mineral rights, and own or operate surface and underground mines and coal processing
and loading facilities. TECO Coal produces, processes and sells bituminous, predominately low sulfur coal of steam,
industrial and metallurgical grades. TECO Coal uses two distinct extraction techniques: continuous underground mining and
dozer and front-end loader surface mining,

TECO Coal currently operates 24 underground mines, which employ the room and pillar mining method, and 10
surface mines. In 2010, TECO Coal sold 8.77 million tons of coal. None of this coal was sold to Tampa Electric. For the
reporting period, TECO Coal had a combined estimated 267.6 million tons of proven and probable recoverable reserves.
Historically, from time to time, TECO Coal has added to its proven and probable reserves. TECO Coal will continue to
explore for additional reserves in and around its existing mining operations to prudently maintain or expand its reserves as
appropriate.

History

In 1967, Cal-Glo Coal Company was formed. It mined a product containing low sulfur, low ash fusion characteristic
and high energy content. Realizing the potential for this product to meet its combustion, quality and environmental
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requirements, Tampa Electric Company purchased Cal-Glo Coal Company in 1974. In 1982, after several years of continued
growth and success, TECO 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.

" In addition, in that year properties were also acquired in Pike County, Kentucky and Clintwood Elkhorn Mining
Company was formed. Premier Elkhorn Coal Company and Pike Leicher 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 Corporation, which was purchased in
2000 and is located in Perry, Knott and Leslie Counties, Kentucky.

In 2004, the acquisition of properties and the Millard Preparation Facilities (currently leased to a non-affiliated
company) from American Electric Power and Kentucky Coal, LL.C was completed. The property and facility are located in
Pike County, Kentucky.

Mining Operations

TECO Coal currently has four mining complexes, all operating in Kentucky with a portion of Clintwood Elkhorn
Mining Company operating in Virginia as well. A mining complex is defined as all mines that supply a single wash plant,
except in the case of Clintwood Elkhorn Mining Company, which provides production for two active wash plants. Clintwood
Elkhorn’s Millard Plant is currently leased to a non-affiliated company. These complexes blend, process and ship coal that is
produced from one or more mines, with a single complex handling the coal production of as many as 12 individual
underground or surface mines. TECO Coal uses two distinct extraction techniques: continuous underground mining; and
dozer and front-end loader surface mining sometimes accompanied by highwall mining.

The complexes have been developed at 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 vessels, with rail shipments representing approximately 93% of 2010 coal shipments. The following map
shows the locations of the four mining complexes and TECO Coal’s offices in Corbin, Kentucky.
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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 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
Table 1
RAILROAD
COMPANY FACILITY LOCATION SERVICE UTILITY SERVICE
Gatliff Coal Ada Tipple Himyar, KY CSXT Railroad RECC
Clintwood Elkhorn Clintwood #2 Plant Biggs, KY Norfolk Southern American Electric Power
Clintwood Elkhorn Clintwood #3 Plant Hurley, VA Norfolk Southern American Electric Power
Clintwood Elkhorn Millard Plant Millard, KY CSXT Railroad American Electric Power
Premier Elkhorn Burk Branch Plant Myra, KY CSXT Railroad American Electric Power
Perry County Coal Perry County Plant Hazard, KY CSXT Railroad American Electric Power
Significant Projects

Significant projects for 2010 included the following:

Clintwood Elkhorn Mining

» Phase I engineering design and planning were completed on a clean coal recovery beltline which is to be
installed at the Clintwood Elkhorn #3 Facilities. The project is expected to be completed in the third quarter of
2011, Clintwood Elkhorn also added an underground mine in the Elkhorn Three seam, in Island Creek in Pike
County Kentucky.
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Premier Elkhorn Coal

* Premier Elkhorn began initial construction on three new deep mine portals. The face-ups should be completed
and the mining operations are expected to begin in the second and third quarters of 2011. Premier Elkhorn
also completed the portal construction and began production in a new Glamorgan seam mine.

Perry County Coal

* Perry County Coal is finalizing the construction for the Second Creek Portals for E4-1 and E3-1 underground
mines. When completed, TECO Coal expects to see a substantial reduction of travel time to the working mine
face and more production. Completion is expected in the first quarter of 2011.

« A major exploration program was conducted on the E4-2 mine area to further understand the quality and
mineablity of the reserve basin. All geologic modeling was also finalized. This information will now be
utilized for mine planning and market analysis for this large boundary of reserves.

» Perry County Coal completed the acquisition of the First Creek reserves that are contiguous to the existing
E4-1 mine.

Mining Complexes

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

MINING COMPLEXES
Table 2
Tons Produced Tons Sold
(in millions) (in millions)
Year
Mine Mining Established
Location Type Equipment Transportation 2010 2009 2008 2010 or Acquired
Gatliff Coal Company........ Bell County,
KY/ Knox
County, KY/
Campbell
County, TN S D/L T 0 0.2 0.3 0 1974
Clintwood Elkhorn MiningPike County,
KY/
Buchanan CM, D/L,
County, VA U,S HM, A R, RV 2.1 2.0 2.6 2.3 1988
Premier Elkhorn Coal Pike County,
KY/Letcher
County, KY/
Floyd
County, KY U,S CM,D/L R,T,R/B,T/B 2.6 3.2 3.2 34 1991
Perry County Coal Perry
County, KY/
Leslie
County, KY/
Knott CM, D/L,
County, KY U, S HM R, T,R/B,T/B 3.1 3.1 3.1 3.1 2000
TOTAL.........ccnc..... 7.8 8.5 9.2 8.8
S — Surface
U — Underground
CM - Continuous Miner
D/L — Dozers and Front-End Loaders
HM — Highwall Miner
A - Auger
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R —Rail

R/B - Rail to Barge

R/V — Rail to Ocean Vessel
T - Truck

T/B - Truck to Barge

Gatliff Coal Company

Gatliff Coal Company discontinued surface mine operations in 2009. Poor market conditions and a depletion of the low
sulfur content coal that was previously required on its sales contract led to the cessation of mining operations. Gatliff Coal
Company had no coal production in 2010, leaving a reserve base of 3.4 million recoverable 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. Rich Mountain Coal Company formerly operated as a contractor for Gatliff Coal Company’s
Tennessee production, but is currently in non-producing reclamation status.

Clintwood Elkhorn Mining Company

Clintwood Elkhorn Mining Company has three facilities. One is located near Biggs, Kentucky in Pike County and is
supplied by 11 underground mines and one surface mine. Principal products at the Biggs, Kentucky location include high
volatile metallurgical coals and steam coal. The second Clintwood Elkhorn Mining Company facility is located near Hurley,
Virginia and is supplied by three underground mines and two surface mines. The Hurley, Virginia operation facility also
supplies high-volatile metallurgical coal as well as 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 ocean vessels from Lamberts Point, Virginia. The third facility, located at Millard,
Kentucky, in Pike County is currently leased. In total, Clintwood Elkhorn Mining Company produced 2.1 million tons of coal
in 2010, leaving a reserve base of 47.9 million recoverable tons.

Premier Elkhorn Coal Company

Located near Myra, in Pike County, Kentucky, Premier Elkhorn Coal Company is supplied by production from seven
underground mines and five surface mines. Principal products include high-quality steam coal for utilities, specialty stoker
products for ferro-silicon and industrial customers and PCl and metallurgical coal for the steel mills. Facilities include a unit
train load-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 America and internationally. All
production is performed by Premier Elkhorn Coal Company even though Pike Letcher Land Company controls by fee and
lease all of the recoverable reserves. Premier Elkhorn Coal Company produced 2.6 million tons of coal in 2010, leaving a
reserve base of 70.2 million recoverable tons.

Perry County Coal Corpeoration

Located in Perry County Kentucky, near Hazard, Perry County Coal Corporation is supplied by three underground
mines and two surface mines. 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 capable 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 Corporation completed a comparable trade of underground reserves with another mining
company of 16.0 million tons. During 2010, the boundary of reserves for the E4-2 mine area, was core drilled to confirm
final reserve quantities and qualities and to finalize a comprehensive mining plan. A review of reserves for the E4-2 mine
area for Perry County Coal Corporation proved an additional 6.9 million tons of reserves which were previously reported as
resource coal. In 2010, Perry County Coal Corporation leased the First Creek reserve which is contiguous to its existing E4-1
underground mine. This new lease will facilitate the mining of approximately 10.0 million tons of high quality reserves.
Perry County Coal Corporation produced 3.1 million tons of coal in 2010, leaving a total reserve base of 146.1 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, steel and industrial companies. TECO Coal sells coal under long-
term agreements, which are generally classified as greater than 12 months, and on a spot basis, which is generally classified
as 12 months or less.
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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, length, and may contain terms and conditions that allow
for periodic price reviews, price adjustment mechanisms, recovery of governmental impositions as well as provisions for
force majeure, suspension, termination, treatment of environmental legislation and assignment.

Distribution

TECO Coal transports coal from its mining complexes to customers by rail, barge, vessel and trucks. TECO Coal
employs transportation specialists who coordinate the development of acceplable shipping schedules with its customers,
transportation providers and mining facilities.

Competition

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

Employees
As of Dec. 31, 2010, TECO Coal employed a total of 1,126 employees.

Regulations
Mine Safety and Health

The operations of underground mines, including all related surface facilities, are subject to the Federal Coal Mine
Safety and Health Act of 1969, the 1977 Amendment and the 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 the coal mining business. Federal and state inspectors inspect the mines to ensure compliance with these
laws. TECO Coal believes it is in substantial compliance with the standards of the various enforcement agencies. It is
unaware of any mining laws or regulations that would materially affect the market price of coal sold by its subsidiaries,
although mining accidents within the industry could lead to new legislation that could impose additional costs on TECO
Coal.

Black 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 lung 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 black 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.

Under the Patient Protection and Affordable Care Act, signed into law in March 2010, miners with more than 15 years
of experience and who have medical evidence of totally disabling lung disease are automatically granted black lung benefits
rather than having to go through an application process proving they have black lung caused by being in the mines.
Additionally, a surviving spouse is no longer required to reapply to receive the benefits. These changes in the regulations are
expected to increase the number of claims, 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 liable for workers’ compensation benefits for traumatic injury and occupational
exposure claims under state workers’ compensation laws. Workers” compensation laws are administered by state 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.
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Environmental Laws
Surface Mining Control and Reclamation 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 create a reserve for reclaiming
land and water adversely affected by past coal mining. Other provisions establish standards for the control of environmental
effects and reclamation of surface coal mining and the surface effects of underground coal mining and requirements for
federal and state inspections.

Clean Air Act/Clean Water Act

While conducting their mining operations, TECO Coal’s subsidiaries are subject to various federal, state and local air
and water pollution standards. In 2010, TECO Coal had expenditures of approximately $4.0 million for environmental
protection and reclamation programs. TECO Coal expects to spend a similar amount in 2011 on these programs.

CERCLA (Superfund)

The Comprehensive Environmental Response, Compensation, and Liability Act (CERCLA — commonly 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 generators, site owners or operators and others regardless of fault.

Under the 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
plant facilities, and all coal which has been leased by the company to others.

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 dense 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
Fahrenheit.

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 which, when burned, emits 1.2 pounds or less of sulfur dioxide per million Btu, which is equivalent
to .72% sulfur per pound of 12,000 Btu coal. Compliance coal requires no mixing with other coals or use of sulfur dioxide
reduction technologies by generators of electricity to comply with the requirements of the Federal Clean Air Act.

Continuous 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.

Continuous mining. One of two major underground mining methods now used in the United States. This process utilizes a
continuous miner. The continuous miner removes or “cuts” the coal from the seam. The loosened coal then falls on a
conveyor for removal to a shuttle car or larger conveyor belt system.

Deep mine. An underground coal mine.

Dozer 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.
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Force majeure. An event that may prevent the company from conducting its mining operations as a result of in whole or in
part by: Acts of God, wars, riots, fires, explosions, breakdowns or accidents; strikes, lockouts or other labor difficulties; lack
or shortages of labor, materials, utilities, energy sources, compliance with governmental rules, regulations or other
governmental requirements; any other like causes.

High vol met coal. Coal that averages approximately 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.

Industrial coal. Coal used by industrial steam boilers to produce electricity or process steam. It generally is lower in Btu heat
content 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 has 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 various grades of coal suitable for carbonization to make coke for steel manufacture. Also known as
“met” coal, it possesses four important qualities: volatility, which affects coke yield; the level of impurities, which affects
coke quality; composition, which affects coke strength; and basic characteristics, which affect coke oven safety. Met coal has
a particularly high Btu, but low ash content.

Overburden. Layers of earth 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 yards that must be removed to excavate one ton of
coal.

Pillar. An area of coal left to support the overlying strata in a mine; sometimes left permanently to support surface structures.

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

Preparation plant. Usually located on a mine site, although one plant may 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. Reserves for which quantity and grade and/or quality are computed from information similar
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 (Measured) reserves. Reserves for which (a) quantity is computed from dimensions revealed in outcrops, trenches,
workings 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 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 furnaces in the production of
steel and/or steel products.

Reclamation. The process of restoring land and the environment to their approximate original state following mining
activities. The process commonly includes “recontouring” or reshaping the land to its approximate original appearance,
restoring 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.

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

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

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

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

Steam coal. Coal used by power plants and industrial steam boilers to produce electricity or process steam. It generally is
lower in Btu heat content and higher in volatile matter than metallurgical coal.

Sulfur. 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.

Sulfur 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.

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

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 approximately
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 operations could begin in the property.

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

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

Utility coal. Coal used by power plants to produce electricity or process steam. It generally is 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. The TECO
Guatemala subsidiaries had 124 employees as of Dec. 31, 2010.

TECO Guatemala indirectly owns 100% of Central Generadora Eléctrica San José, Limitada (CGESJ), the owner of an
electric generating station located in Guatemala, which consists of a single-unit pulverized-coal baseload 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 World Bank. In 1996, CGESJ signed a U.S. dollar-denominated power purchase agreement (PPA) with
EEGSA, the largest private distribution company in Central America, to provide 120 megawatts 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. Tecnologia Maritima, S.A. (TEMSA), an indirect wholly-owned subsidiary, in
addition to receiving the coal shipments for CGESJ, provides unloading services to third parties.

Tampa Centro Americana de Electricidad, Limitada (TCAE), an entity 96.06% owned by TPS Guatemala One, Inc., a
subsidiary of TECO Guatemala, and the owner of an oil-fired electric generating facility (the Alborada Power Station), has a
U.S. dollar-denominated PPA with EEGSA to provide 78 megawatts of capacity ending in 2015. EEGSA is responsible for
providing the fue! for the plant, with a subsidiary of TECO Guatemala providing assistance in fuel administration.
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In 1998, DECA 11, a consortium whose members included a subsidiary of TECO Guatemala, Iberdrola Energia, 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. In October 2010, TECO Guatemala sold its 30%
interest in DECA L.

For CGESJ and TCAE, TECO Guatemala has obtained political risk insurance for currency inconvertibility,
expropriation and political violence covering TECO Guatemala’s indirect equity investment and economic returns.

Our existing plants in Guatemala operate under environmental permits issued by the local environmental authorities.
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 regulates local environmental laws and monitors compliance. TECQ Guatemala has an environmental

emission controls plan, monitoring programs as per the approved permits and lender requirements, pursuant to the referenced
World Bank Guidelines.

TECO Guatemala operates its facilities under an approved environmental management plan, providing for efficient
facility operation while promoting worker health and safety and reducing environmental impacts.
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EXECUTIVE OFFICERS OF THE REGISTRANT

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

Name

Current Positions and Principal

Age Occupations During The Last Five Years

Sherrill W. Hudson

John B. Ramil

Charles A. Attal, 111

Phil L. Barringer

Deirdre A. Brown

Sandra W, Callahan

Clinton E. Childress

Gordon L. Gillette

1. J. Shackleford

68 Executive Chairman of the Board, TECO Energy, Inc. and Tampa Electric Company, August 2010
to date; Chairman of the Board and Chief Executive Officer, TECO Energy. Inc. and Tampa
Electric Company, July 2004 to August 2010.

55 President and Chief Executive Officer, TECO Energy, Inc., and Chief Executive Officer, Tampa
Electric Company, August 2010 to date; President and Chief Operating Officer, TECO Energy,
Inc., July 2004 to August 2010.

51 Senior Vice President-General Counsel and Chief Legal Officer, TECO Energy, Inc., and General
Counsel of Tampa Electric Company, February 2009 to date; Vice President-General Counsel and
Chief Legal Officer, TECO Energy, Inc. and General Counse!l of Tampa Electric Company, July
2007 to February 2009; and prior thereto, Vice President and Deputy General Counsel, TECO
Energy, Inc.

57 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, Tnc. and Chief Accounting Officer of Tampa Electric
Company.

50 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.

58 Senior Vice President-Finance and Accounting and Chief Financial Officer (Chief Accounting
Officer), TECO Energy, Inc., February 2011 to date and Vice President-Finance and Accounting
and Chief Financial Officer (Chief Accounting Officer), Tampa Electric Company, October 2009 to
date; Vice President-Finance and Accounting and Chief Financial Officer (Chief Accounting
Officer), TECO Energy, Inc., October 2009 to February 2011; Vice President-Finance and
Accounting and Chief Financial Officer (Treasurer and Chief Accounting Officer), TECO Energy,
Ine. and Tampa Electric Company, July 2009 to October 2009; Vice President-Treasury and Risk
Management (Treasurer and Chief Accounting Officer), TECO Energy, Inc., January 2007 to 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, April
2005 to July 2009.

62 Senior Vice President-Corporate Services and Chief Human Resources Officer, TECO Energy,
Inc., October 2004 to date; Chief Human Resources QOfficer and Procurement Officer, Tampa
Electric Company, September 2003 to date.

51 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.

64 President of TECO Coal Corporation, since prior to 2006.

There is no family relationship between any of the persons named above 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 4, 2011, and until such officer’s successor is elected and qualified.
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Item 1A. RISK FACTORS.
General Business and Operational Risks
General economic 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 Florida is important to the realization of annual energy sales growth for Tampa Electric and PGS, A failure of market
conditions and the current Florida housing markets to improve could adversely affect Tampa Electric’s or PGS’ expected
performance. Continuation 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 regulated; changes in regulation or the regulatory environment could reduce
revenues or increase costs or competition.

Tampa Electric and PGS operate in highly regulated industries. Their retail 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. Changes in regulatory requirements or adverse regulatory actions could have an adverse effect on Tampa
Electric’s or PGS’ financial performance by, for example, reducing revenues, increasing competition or costs, threatening
investment recovery or impacting rate structure.

Our financial results could be adversely affected if the FPSC were to lower the allowed ROE in the next base rate
proceedings by Tampa Electric or PGS.

Tampa Electric and PGS were awarded ROE ranges with mid-points of 11.25% and 10.75% in their respective 2009
base rate proceedings. Recent decisions by the FPSC in investor owned utility rate cases awarded lower ROEs 0 10.5% and
10%. If ROEs were reduced or other elements of the regulatory framework were changed, our financial results could be
adversely affected.

Changes in the environmental laws and regulations affecting our businesses could increase our costs or curtail our
activities.

Qur businesses are subject to regulation by various governmental authorities dealing with air, water and other
environmental matters. Changes in compliance requirements or the interpretation by governmental authorities of existing
requirements may impose additional costs on us or require us to curtail some of our businesses’ activities.

Potential new regulations on the disposal and/or storage of coal combustion by-products (CCB) counld add to Tampa
Electric’s operating costs.

In 2009, in response to a coal ash pond failure at another utility, the EPA announced that it would propose new
regulations regarding CCB handling, storage and disposal. The EPA has proposed two possible new rules related to CCB that
could reduce or eliminate the beneficial use of coal combustion by-products, or eliminate the use of ponds for by-product
storage. These proposed new rules could increase Tampa Electric’s operating costs through higher disposal costs. If the EPA
eliminates the use of ponds for by-product storage, Tampa Electric would have to invest in dry handling and storage which
could increase costs.

Federal or state regulation of Green House Gas (GHG) emissions, depending on how they are enacted, could increase
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 federal and state level, none have been passed at this time and
therefore, costs to reduce GHGs are unknown. Presently there is no viable technology to remove CO, post-combustion from
conventional coal-fired units such as Tampa Electric’s Big Bend units.

Regulation in Florida allows utility companies to recover from customers prudently incurred costs for compliance with
new environmental regulations. Tampa Electric would expect to recover from customers the costs of power plant
modifications or other costs required to comply with new GHG emission regulation. 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-rate proceeding, but we cannot predict whether the FPSC would grant such recovery.

24

34



TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED: SEPTEMBER 2, 2011

In the case of TECO Coal. the use of coal to generate electricity is considered a significant source of GHG emissions.
New regulations, depending on final form, could cause the consumption of coal to decrease or the cost of sales to increase,
which could negatively impact TECO Coal’s earnings.

The significant, phased reductions in GHG emissions called for by the Executive Orders signed by the former
Governor of Florida in 2007 could add te Tampa Electric’s costs and adversely affect its operating results.

The former Governor of Florida signed three Executive Orders in July 2007 aimed at reducing Florida’s emissions of
GHG. The three orders include directives for reducing GHG emissions by electric utilities to 2000 levels by 2017, 10 1990
levels by 2025, and by 80 percent of 1990 levels by 2050.

Also in 2008, the state legislature passed broad energy and climate legislation. However, since that time, the process at
the state level has slowed and is likely to be pushed out since the issue has become increasingly active at the federal level. It
is unclear if the new Governor of Florida supports the reduction of GHG to the same degree as the former Governor.

However, if Florida does pass final GHG reduction rules that result in increased costs to Tampa Electric its 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 former Governor of Florida in July 2007, the FPSC was tasked
with evaluating a RPS. The FPSC has made a recommendation to the Florida legislature 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
ratification by the Florida legislature, but to date the legislature has not adopted the FPSC’s recommendation. In addition,
there is the potential that legislation could be proposed in the U.S. Congress to introduce an RPS at the federal level. It
remains unclear, however, if or when action on such legislation would be completed. Tampa Electric could incur significant
costs to comply with an RPS, as proposed. Tampa Electric’s operating results could be adversely affected if Tampa Electric
were not permitted to recover these costs from customers.

Tampa Electric, the State of Florida and the nation as a whole are increasingly dependent on natural gas te generate
electricity. There may not be adequate infrastructure to deliver adequate quantities of natural gas to meet the
expected future demand and the expected higher demand for natural gas may lead to increasing costs for the
commodity.

The deferral of Tampa Electric’s integrated gasification combined cycle IGCC) unit and the cancellation of numerous
proposed coal-fired generating stations in Florida and across the United States in response to GHG emissions concerns is
expected to lead to an increasing reliance on natural gas-fired generation to meet the growing demand for electricity.
Currently, there is an adequate supply and infrastructure to meet demand for natural gas in Florida and nationally. However,
if in the future, supplies are inadequate 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 transportation services through to the customer without profit. Changes in regulations could reduce
earnings for Tampa Electric 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 weather, the effects of extreme weather and have seasonal variations.

Our businesses are sensitive to variations in weather and the effects of extreme weather, and have seasonal variations.
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 already face. Tampa Electric’s and PGS’ energy sales are particularly sensitive to variations in weather
conditions. Those companies forccast 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 temperatures 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.
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Variations in weather conditions also affect the demand and prices for the commodities sold by TECO Coal. Severe
weather conditions could interrupt or slow coal production or rail transportation and increase operating costs.

The State of Florida is exposed to extreme weather, inclnding hurricanes, which can cause damage to our facilities
and affect our ability to serve customers.

As a company with electric service and natural gas operations in peninsular Florida, the company has substantial
experience operating in areas prone to extreme weather events, such as hurricanes. The company has storm preparations and
recovery plans in its operations that are routinely assessed and improved based upon experience during drills and events and
planning with critical partners. Tampa Electric and PGS 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 physical risks associated with severe weather conditions and adjusts its planning to
reflect the results of that assessment.

While the company has storm preparation and recovery plans in place, and Tampa Electric and PGS have historically
been granted regulatory approval to recover or defer the majority of significant storm costs incurred, extreme weather still
poses risks to our operations and storm cost recovery petitions may not always be granted or may not be granted in a timely
manner. If costs associated with future severe weather events cannot be recovered in a timely manner, or in an amount
sufficient to cover actual costs, the financial condition and operating results could be adversely affected.

Commodity 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, their operating costs and the competitive position of their products and services.

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

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

In the case of PGS, costs for purchased gas and pipeline capacity are recovered through retail customers” 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.

In the case of TECO Coal, the selling price of coal affects the margins TECO Coal realizes on its sales, and may cause
it to either decrease 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 Guatemala, 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 price of residual oil, generation from the San José Power Station for spot sales would rise or
fall with oil prices, thus increasing or reducing non-fuel energy sales revenues and net income.

Changes in customer energy usage patterns, the impact of the Florida housing market, and the cost of complying with
potential new environmental regulations, may affect sales at our utility companies.

Tampa Electric’s weather-normalized residential per customer usage declined in 2010, 2009 and 2008. We believe that
mild weather patterns especially in the spring and fall, voluntary conservation in response to the economic conditions,
increased appliance efficiency, and increased residential vacancies as a result of higher foreclosures contributed to the
declining per customer usage.

The utilities” forecasts are based on normal weather patterns and historical trends in customer energy use patterns.
Tampa Electric’s and PGS’ ability to increase energy sales and earnings could be negatively impacted if customers continue
to use less energy in response to economic conditions or other factors.

Compliance with proposed GHG emissions reductions, a mandatory RPS or other new regulation could raise Tampa
Electric’s cost. While current regulation allows Tampa Electric to recover the cost of new environmental regulation through
the ECRC, increased costs for electricity may cause customers to change usage patterns, which would impact Tampa
Electric’s sales.
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We rely on some transmission and distribution assets that we do not own or control to deliver wholesale electricity, as
well as natural gas. If transmission is disrupted, or if capacity is inadequate, our ability to sell and deliver electricity
and natural gas may be hindered.

We depend on transmission and distribution facilities owned and operated by other utilities and energy companies to
deliver 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 transmission is disrupted, or if capacity is inadequate, our ability to sell and deliver
products and satisfy our contractual and service obligations may be hindered.

The FERC has issued regulations that require wholesale electric transmission services to be offered on an open-access,
non-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 generate power or deliver natural gas to local
distribution customers.

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

We have generated significant tax credits and deferred tax assets that are being carried over to future periods to reduce
future cash payments for income tax. Our ability to utilize the carry-over credits and deferred tax assets is dependent upon
sufficient generation of future taxable income including foreign source income and capital gains. These tax credit
carryforwards are subject to expiration periods of varying durations (see Note 4 to the TECO Energy Consolidated
Financial Statements).

The current 2011-2012 federal budget, as proposed, includes the elimination of the percentage depletion tax deduction
for coal mines and other hard mineral fossil fuels.

1f the percentage depletion tax deduction is eliminated for TECO Coal, the effective tax rate for that company would
rise from the expected 20% to 25% to the general corporate tax rate of 37%, which would have an adverse effect on TECO
Coal’s financial results after 2011.

Impairment testing of certain long-lived assets and goodwill could result 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 carrying values of any of these assets not be recoverable, we would incur charges to write down the
assets to fair market value.

Problems with operations could cause us to incur substantial costs.

Each of our subsidiaries is subject to various operational risks, including accidents, 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 operating companies’ facilities.

In January 2011, the EPA retracted a valid surface mining permit issued in 2007 to another coal mining company.

While the EPA has not taken this type of action on a routine basis, this action by the EPA creates additional uncertainty
related to the ability to use surface mining techniques to mine coal, which could reduce the earnings expected from our coal
company.

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 by various
environmental groups resulting in a backlog of permit applications and very few permits being issued. TECO Coal has four
permits on the list of permits subject to enhanced review by the U.S. EPA under its memorandum of understanding with the
USACE, which was issued in September 2009. To date, none of these permits have been issued. Failure to obtain the
necessary permits to open new surface mines, which are required to maintain and expand production, could reduce
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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.

In 2010, the EPA issued new guidelines related to water quality for Central Appalachian coal surface mining
operations that would be conditions of new surface mine permits, which would add significant cost to operations or
curtail our surface mining activities.

In 2010, the EPA issued new water quality standards for discharges from surface mining operations that would be
conditions to the issuance of new permits, and may not be technically possible under most circumstances. Compliance with
these conditions is projected to be very costly. The cost associated with compliance could make affected surface mining
operations unprofitable or make the reserves no longer economic to develop.

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

Our projects in Guatemala involve numerous risks that are not present in domestic projects, including expropriation,
political instability, currency exchange rate fluctuations, repatriation restrictions and regulatory and legal uncertainties.
TECO Guatemala atiempts to manage these risks through a variety of risk mitigation measures, including specific contractual
provisions, obtaining non-recourse financing and obtaining political risk insurance where appropriate.

Guatemala, similar to many countries, has been experiencing higher electricity prices. As a result, TECO Guatemala’s
operations are exposed to increased risks as the country’s government and regulatory authorities seek ways to reduce the cost
of energy to its consumers.

Potential competitive changes may adversely affect our regulated 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 encouraged 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 legislation, regulation, market conditions or initiatives of other electric power
providers, particularly with respect to retail competition, could adversely affect Tampa Electric’s business and its expected
performance.

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

We are a party from time to time to legal proceedings that may result in 2 material adverse effect on our financial
condition.

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

Financing Risks
We have substantial 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 could limit our ability to obtain additional financing.

TECO Energy, TECO Finance and Tampa Eleciric Company must meet certain financial tests as defined in the
applicable agreements to use their respective credit facilities. Also, TECO Energy, TECO Finance, Tampa Electric Company
and other operating companies have certain restrictive covenants in specific agreements and debt 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 Facilities section and Significant Financial Covenants table in the Liquidity, Capital Resources sections of
Management’s Discussion & Analysis for descriptions of these tests and covenants.
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As of Dec. 31, 2010, 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 or to meet
our payment obligations could result in an event of default which, if not cured or waived, could result in the acceleration 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 also incur obligations in connection with the operations of our subsidiaries and affiliates that do not appear on our
balance sheet. These obligations take the form of guarantees, letters of credit and contractual commitments, as described
under Liquidity, Capital Resources sections of the Management’s Discussion & Analysis.

Financial market conditions could limit 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. In 2010 we were able to access the capital markets on favorable terms
to refinance debt and extend maturities. Although we have no significant debt maturities in 2011 Tampa Electric has debt
maturing in 2012 and TECO Finance has debt maturing in 2015, and both have credit facilities expiring in 2012. Future
financial market conditions could limit our ability to raise the capital we need, or to renew our credit facilities, and could
increase our interest costs which could reduce earnings.

We enter into derivative transactions with counterparties, most of which are financial institutions, to hedge our
exposure to commodity price changes. Although we believe we have appropriate credit policies in place to manage the non-
performance risk associated with these transactions, 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 counterparty.

Despite the strong financial market recovery in 2010 and 2009, declines in the financial markets or in interest rates
used to determine benefit ebligations could increase our pension expense or the required cash contributions to
maintain required levels of funding for our plan.

The value of our pension fund assets were negatively impacted by unfavorable market conditions in 2008. At Jan. 1,
2010 our plan was 90% funded under calculation requirements of the Pension Protection Act. However, as a result of the
continued low interest rate environment, our funded percentage is expected to be approximately 80% as of the next Pension
Protection Act measurement date of Jan. 1, 2011, This will require future contributions to the plan ranging from $35 - $50
million annually. Any future declines in the financial markets or a continued low-interest rate environment could increase the
amount of contributions required to fund our plan in the future.

We estimate that pension expense in 2011 will be at levels consistent with 2010. Any future declines in the financial
markets or a continuation of the low interest rate environment could cause pension expense to increase in future years.

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

We are forecasting capital expenditures at Tampa Electric to support the current levels of customer growth, to comply
with the design changes mandated by the FPSC to harden transmission and distribution facilitics against hurricane damage, to
maintain transmission and distribution system reliability, and to maintain coal-fired generating unit reliability and efficiency.

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

Our financial condition and ability to access capital may 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 investment grade by Standard & Poor’s (S&P) at BBB- with a stable outlook, by
Moody’s Investor’s Services (Moody’s) at Baa3 with a stable outlook, and by Fitch Ratings (Fitch) at BBB- with a positive
outlook. The senior unsecured debt of Tampa Electric Company is rated by S&P at BBB with a stable outlook, by Moody's
at Baal with a stable outlook and by Fitch at BBB+ with a positive 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 earnings. We also may experience greater interest expense than we may have
otherwise if, in future periods, we replace maturing debt with new debt bearing higher interest rates due to any such
downgrades. In addition, downgrades could adversely affect our relationships with customers and counterparties.
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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 a holding company, we are dependent on cash flow from our subsidiaries, which may not be available
in the amounts and at the times we need it.

We are a holding company and are dependent on cash flow from our subsidiaries to meet our cash requirements that are
not satisfied from 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 of dividends to us if Tampa Electric Company’s consolidated sharcholders’ equity is lower than $500
million. At Dec. 31, 2010, Tampa Electric Company’s consolidated shareholders’ equity was approximately $2.2 billion.
Also, our wholly-owned subsidiary, TECO Diversified, Inc., the holding company for TECO Coal, has a guarantee related to
a coal supply agreement that could limit the payment of dividends by TECO Diversified to us (see the TECO Energy
Significant Financial Covenants fable in the Liquidity, Capital Resources sections of Management’s Discussion &
Analysis).

Various factors could affect our ability te sustain our dividend.

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

Item 1B. UNRESOLVED STAFF COMMENTS.

None.

Item 2. PROPERTIES,

TECO Energy believes that the physical properties of its operating companies are adequate to carry on their businesses
as currently conducted. The properties of Tampa Electric 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 2010 net winter generating capability of
4,684 MW, Tampa Electric assets include the Big Bend Power Station (1,582 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 (220 MW capacity from the IGCC unit and 732 MW capacity from four CTs) and
6MW from the Howard Current Advanced Waste Water Treatment Plant, operated by the City of Tampa.

The Big Bend coal fired units went into service from 1970 to 1985 and the CT was installed in 2009. The Polk 1GCC
unit began commercial operation in 1996. In 1991, Tampa Electric purchased the Phillips Power Station from the Sebring
Utilities Commission (Sebring) and it was placed on long-term reserve standby in 2009, Bayside Unit 1 was completed in
April 2003, Unit 2 was completed in January 2004, Units 5 and 6 were completed in April 2009 and Units 3 and 4 were
completed in July 2009.

Tampa Electric owns 180 substations having an aggregate transformer capacity of 22,368 Mega Volts Amps (MVA).
The transmission system consists of approximately 1,322 pole miles (including underground and double-circuit) of high
voltage transmission lines, and the distribution system consists of 6,329 pole miles of overhead lines and 4,669 trench miles
of underground lines. As of Dec. 31, 2010, there were 672,280 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 easements,
leases, contracts, covenants and similar encumbrances and minor defects of a nature common to properties of the size and
character of those of Tampa 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
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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 located in public ways are maintained under franchises or permits.

Tampa Electric Company has a long-term lease for the office building in downtown Tampa which serves as
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.

PGS’ operations are located in 14 operating divisions throughout Florida. While most of the operations and
administrative facilities are owned, a small number are leased.

TECO COAL
Property Control

TECO Coal operations are conducted on both owned and leased properties totaling over 265,000 acres 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
connection with its acquisitions of coal reserves and/or related surface properties. In many cases, the seller or lessor will grant
the purchasing or leasing entity a warranty of property title. When leasing coal reserves and/or related surface properties
where mining 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 are verified during lease or purchase negotiations.

In situations where property is controlled by a lease, the initial lease terms are expected to allow the reserves for the
associated operation to be mined. 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 to exhaust
the coal from the leased property, provisions are made within the original lease to allow extensions of the lease upon
continued payment of minimum royalties.

Coal Reserves

As of Dec. 31, 2010, the TECO Coal operating companies had a combined estimated 267.6 million tons of proven and
probable recoverable reserves. All of the reserves consist of High Vol A Bituminous Coal. Reserves are the portion of the
proven and probable tonnage that meet TECO Coal’s economic criteria regarding mining height, preparation plant recovery,
depth of overburden and stripping ratio. Generally, these reserves would be commercially mineable at year-end price and cost
levels. Additionally, other controlled areas presently identified as resource now total 60.8 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 probable
coal reserves are defined by SEC Industry Guide 7 as follows:

Proven (Measured) Reserves - Reserves for which {a) quantity is computed from dimensions revealed in
outcrops, 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 spaced so closely and the geologic 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 similar to that used for proven reserves, but for which the sites for inspection, sampling and measurement
are farther apart or are otherwise less adequately spaced. The degree 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, with an average experience of 19 years. TECO
Coal also has two chief geologists with the responsibility to track changes in reserve estimates, supervise TECO Coal’s other
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geologists and coordinate third party reviews of our reserve estimates by qualified mining consultants. In 2010, a third-party
reserve audit was performed by Marshall Miller & Associates on the portion of reserves acquired during 2010. The results of
that audit are reflected in the reserve included in this report.

Reserve Estimation Procedure

TECO Coal’s reserves are based on over 3,000 data points, including drill holes, prospect measurements and mine
measurements. Our reserve estimates also include information obtained from our on-going exploration drilling and in-mine
channel sampling programs. Reserve classification is determined by evaluation of engineering and geologic information
along with economic analysis. These reserves are adjusted periodically to reflect fluctuations in the economics in the market
and/or changes in engineering parameters 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.

This data may include elevation, thickness, and, where samples are available, the quality of the coal from individual
drill holes and channel 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 reserve
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 account 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 practices are used to determine potential subsidence zones.
The footprint of the relevant structure, as well as a safety angle-of-draw, is considered when mining near or under such
facilities. Also, as part of TECO Coal’s reserve and mincability evaluation, TECO Coal reviews legal, economic and other
technical factors. Final review and recoverable reserve determination is completed after a thorough analysis by TECO Coal
engineers, geologists and financial management.
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The following table (Table 3) below shows recoverable rescrves by quantity and the method of property control as well
as the Assigned and Unassigned reserves per mining complex:

RECOVERABLE RESERVES BY QUANTITY @

Location

Gatliff Coal Company..... Bell
County,
KY/ Knox
County,
KY/
Campbell
County,
TN

Clintwood Elkhorn Mini  Pike
41~ SN County,
KY/
Buchanan
County,
VA

Mining Complex

Premier Elkhorn Coal .....
County,
KY/Letche
r County,
KY/ Floyd
County,
KY

Perry County Coal ..........

Leslie
County,
KY/
Knott
County,
KY

Total

Notes:

223.1

{Millions of tons)
Table 3
. Assigned @ Unassigned™

Total Proven Probable Owned Leased 2011 2010 2011 2010
34 3.0 0.4 1.2 22 0.5 0.5 29 2.9

47.9 39.9 8.0 3.2 44.7 479 50.0 — —
70.2 52.8 17.4 38.9 313 61.8 64.4 8.4 8.4
146.1 81.2 64.9 1.2 1449 1388 129.2 7.3 6.8
267.6 176.9 90.7 44.5 2490 2441 18.6 18.1

(1) Recoverable reserves represent 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 under current law. Reserve information reflects a moisture of 6.5%. This moisture factor represents
the average moisture present in TECO Coal’s delivered coal.

{2) Assigned reserves means coal which has been committed by the coal company to operating mine shafts, mining
equipment, and plant facilities, and all coal which has been leased by the company to others. Unassigned reserves
represent coal which has not been committed, and which would require new mineshafts, mining equipment, or plant
facilities before operations could begin in the property.
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The following table (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
Sulfur Content
Average BTU/b

Mining Complex Recoverable Reserves <1%@ >1% P Comphiance Tons ¥ As received Coal Type ¥
Gatliff Coal

Company ........... 34 3.2 0.2 — 13,500 LSU
Clintwood Elkhorn

Mining....cooecnne 479 22.8 25.1 23.6 13,400 HVM, LSU, PC1
Premier Elkhorn

[ 9747:1 70.2 40.0 30.2 24.3 13,350 1S, LSU, PCI, HVM
Perry County Coal. 146.1 121.9 24.2 74.9 13,195 LSU,PCL V

Total ............. 267.6 i187.9 79.7 122.8

(1) Reserve information reflects a moisture factor of 6.5%. This moisture factor represents the average moisture present in
TECO Coal’s delivered coal.

(2) <1% or >1% refers to sulfur content as a percentage in coal by weight.

(3) Compliance coal is any coal that emits less than 1.2 pounds of sulfur dioxide per million Btu when burned. Compliance
coal meets sulfur emission standards imposed by Title IV of the Clean Air Act.

(4) Reserve holdings include metallurgical coal reserves. Although these metallurgical coal reserves receive the highest
selling price in the current market when marketed to steel-making customers, they can also be marketed as an ultra-
high Btu, low sulfur utility coal for electricity generation,

HVM — High Vol Met

LSU — Low Sulfur Utility

PCI — Pulverized Coal Injection
V — Various

IS — Industrial Stoker

TECO GUATEMALA

TPS San José International, Inc., a subsidiary of TECO Guatemala, has a 100% ownership in a project entity, CGESJ,
which owns approximately 152 acres in Masagua, Guatemala on which the 120 MW coal-fired San José Power Station is
located. TPS Guatemala One, Inc., a subsidiary of TECO Guatemala, has a 96.06% interest in TCAE, which owns
approximately 11 acres in Escuintla, Guatemala on which the 78 MW oil-fired Alborada Power Station is located. TPS
Operaciones, a subsidiary of TECO Guatemala which provides operations, maintenance and administrative support to CGESJ
and TCAE, owns approximately 43 acres in Masagua, Guatemala.

Item 3. 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, 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. N

For a discussion of certain legal proceedings and environmental matters including an update of previously disclosed
legal proceedings and environmental matters, see Notes 12 and 8, Commitments and Contingencies, of the TECO Energy,
Inc. and Tampa Electric Company Consolidated Financial Statements, respectively.
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Item 4. SPECIALIZED DISCLOSURES,

TECO Coal is subject to regulation by the federal Mine Safety and Health Administration (MSHA) under the Federal
Mine Safety and Health Act of 1977 (the Mine Act). Information concerning mine safety violations or other regulatory
matters required by section 1503(a) of the Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-Frank

Act”) and the recently proposed Item 106 of Regulation S-K (17 CFR 229.106) is included in Exhibit 99.1 to this Annual
Report.
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PART I

Item 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS
AND ISSUER PURCHASES OF EQUITY SECURITIES

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

P Ouarter 2 Quarter 3" Quarter + Quarter

2010

5 1= 1 OO OO U UUU U OOURRTO $ 16.54 § 1735 § 1765 % 18.11

JLOW coitiricesireccerrseaseeee sttt es et esbe e rrsaresateseseavas e v nessass b e rbnacs $ 1446 $ 1446 § 1478 § 16.58

OB e errieeeeecriecivesiar s s e e s araer s srcessrcesans smvesserssseressssseresensaneemnnes $ 15.89 § 15.07 § 1732 % 17.80

DIVIHENA......cootviiiereeceeccrrc et eenee st e e srr e cbenss e $ 020 $ 0.205 § 0.205 % 0.205
2009

HIBH ettt ee et tese s ne ser s s e e e e s enssan s $ 1297 § 1241 $ 14.64 § 16.71

Low..... $ 841 % 1028 § 11.16 $ 13.45

Close.... $ 11.15 § 1193 § 1408 §$ 16.22

Dividend $ 0.20 $ 020 & 020 § .20

The approximate number of shareholders of record of common stock of TECO Energy as of Feb. 21, 2011 was 13,746.

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 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 payment of dividends
exceeding a calculated amount (initially $50 million) in any quarter under certain circumstances. This covenant is not
applicable at TECO Energy’s current credit ratings. Certain long-term debt at PGS contains restrictions that limit the payment
of dividends and distributions on the common stock of Tampa Electric Company.

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

See Liquidity, Capital Resources — Covenants in Financing Agreements section of MD&A, and Notes 6, 7 and 12
to the TECO Energy Consolidated 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 $239.3 million in 2010, $179.6 million in 2009 and $159.9 million in 2008. See the Restrictions on Dividend
Payments and Transfer of Assets section in Note 1 to the Tampa Electric Company Consolidated Financial Statements
for a description of restrictions on dividends on its common stock.

Set forth below is a table showing shares of TECO Energy common stock deemed repurchased by the issuer.

{d
(c) Maximum Number
Total Number of (or Approximate
Shares (or Units) ' Deollar Value) of
(a) (b) Purchased as Part Shares (or Units) that
Total Number of Average Price of Publicly May Yet Be
Shares (or Units} Paid per Share Announced Plans or Purchased Under the
Purchased (or Unit} Programs Plans or Programs
Oct. 1, 2010~ Oct. 31, 2010........ 1,097 § 17.59 e —
Nov. 1, 2010 - Nov. 30, 2010...... 6.957 $ 16.91 - —
Dec. 1, 2010 — Dec. 31, 2010....... 1,285 $ 17.03 — -
Total 4* Quarter 2010.................. 9,339 § 17.01 — —

(1) 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
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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.

Shareholder Return Performance Graph

The following graph shows the cumulative total shareholder return on our common stock on a yearly basis over the
five-year period ended Dec. 31, 2010, and compares this return with that of the S&P 500 Index and the S&P Multi Utility
Index. The graph assumes that the value of the investment in our common stock and each index was $100 on Dec. 31, 2005

and that all dividends were reinvested.
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Item 6. SELECTED FINANCIAL DATA OF TECO ENERGY, INC.

(millions, except per share amountsj

Years ended Dec. 31, 2610 2009 2008 2007 2006
REVEIUES . coriciierrrcnsiossemnrtessncrssesistsestasseessioesansssasassseessneses ssansso $ 3,487¢ $ 33104 % 33752 % 35361 $ 3,4481
Net income from continuing operations: $ 2396 8% 213¢% 1624 % 3167 §  174%
Net income from discontinued operations — — —  $ 145§ 1
Net income attributable to TECO Energy® $  235.08% 213¢$ 1624 % 4132 8 2467
TOLA] ASSELS ovvveurirsrirrecirseeseaanreeessaessavensesneesnsressssmscsansasessussassosess $ 7073 8 72195 % 71474 8 6,765 % 7,361.%
LORE-ETM AEDL orrvereireeeers oo eereneeeseseses e s e seeesesseenssseeensereees $ 32264 $ 33095 8 32135 % 31584 $ 3212¢
Earnings per share (EPS) — basic;

From continuing operations M ... vereeorecerenvornnernes $ 1.12 § 1.0C § 077 % 1.9C § 118

From discontinued operations '........cccovvrniecarinverinsrecenvens — e -— % 007 $ 0.01
EPS DASIC cvinrvvviinrericariernenrasinenrissssese srnesseasessessnessssncnsnses sneessesases $ 1.1z §$ 1.00 $ 07, % 197 § 1.1¢
Earnings per share (EPS) — diluted;

From continuing operations V. ....ocecceereerveincrenns e § 1.11 $ 100 § 077 % 1.8¢ § 1.17

From discontinued operations e — 8 007 % 0.01
EPS diUted oo esn s e e saes e srrsene e $ 1.11 § 1ot § 077 % 1.9¢ $ .18
Dividends declared per common Share .....oovioererereerriceereiesnens $ 08128 0808 079:% 07778 076

(1} 2007 includes a $14.3 million gain on the 2005 sale of merchant power projects after reaching a favorable conclusion
with taxing authorities.
(2) 2007 also includes a $221.3 million gain on the sale of TECO Transport.
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ITEM7. MANAGEMENT'S DISCUSSION & ANALYSIS OF FINANCIAL CONDITIONS & RESULTS OF
OPERATIONS

This Management’s Discussion & Analysis contains forward-looking statements, which are subject to the inherent
uncerfainties in predicting future results and conditions. Actual results may differ materially from those forecasted. Such
statements are based on our current expectations, and we do not undertake to update or revise such forward-looking
statements, except as may be required by law. These forward-looking statements include references to our anticipated capital
expenditures, liquidity and financing requirements, projected operating results, future environmental matters, and regulatory
and other plans. Important factors that could cause actual results to differ materially from those projected in these forward-
looking statements are discussed under “Risk Factors.”

TECO Energy, Inc. is a holding company, and all of its 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, unless the context otherwise requires.

OVERVIEW

We are an energy-related holding company with regulated electric and gas utility operations in Florida, Tampa Electric
and Peoples Gas System (PGS), respectively; TECO Coal, which owns and operates coal production facilities in the Central
Appalachian coal production region; and TECO Guatemala, which is engaged in electric power generation and energy-related
businesses in Guatemala.

Our regulated utility companies, Tampa Electric and PGS, operate in the Florida market. Tampa Electric serves more
than 672,000 retail customers in a 2,000 square mile service area in West Central Florida and has electric generating plants
with a winter peak generating capacity of 4,684 megawatts. PGS, Florida’s largest gas distribution utility, serves more than
336,000 residential, commercial, industrial and electric power generating customers in all of the major metropolitan areas of
the state, with a total natural gas throughput of almost 1.6 billion therms in 2010.

We also have two unregulated companies. TECO Coal, through its subsidiaries, operates surface and underground
mines and related coal processing facilities in eastern Kentucky and southwestern Virginia, producing metallurgical-grade
and high-quality steam coals. Sales in 2010 were 8.8 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 utility in Guatemala. In October 2010, TECO Guatemala sold its 24% ownership
interest in Guatemala’s largest distribution utility, Empresa Eléctrica de Guatemala (EEGSA), and in affiliated companies (in
combination called DECA 11).

2010 PERFORMANCE

All amounts included in this Management’s Discussion & Analysis are after tax, unless otherwise noted.

In 2010, our net income and earnings per share attributable to TECO Energy were $239.0 million or $1.12 per share,
compared to $213.9 million or $1.00 per share in 2009. Net income in 2010 included $33.5 million of charges related to early
retirement of TECO Energy and TECO Finance debt, a net $3.9 million loss on the sale of DECA 11, $0.9 million of the final
restructuring charge for the 2009 restructuring described below and a $1.8 million benefit from the recovery of fees related to
the previously sold McAdams Power Station.

Our non-GAAP results in 2010, which exclude the charges and gains discussed above, were $1.29 on a per share basis,
compared to $1.08 in 2009 (see the 2010 and 2009 Reconciliation of GAAP net income from continuing operations to
non-GAAP results tables}). Our results in 2010 reflect the benefits of higher base rates approved by the FPSC for Tampa
Electric effective in May 2009 and January 2010, and higher base rates for PGS approved by the FPSC effective in June
2009. PGS benefited from the coldest winter in 40 years in 2010, and Tampa Electric benefited from favorable weather
throughout the year. TECO Coal realized higher margins, and TECO Guatemala benefited from substantially higher earnings
from the San José Power Station, as the station operated normally throughout the year following the extended unplanned
outages in 2009, and better results from DECA 1 prior to its sale in October 2010.

In 2009, our net income and earnings 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 at Tampa Electric, primarily related to the Polk Unit 6 IGCC plant, a $3.8
million loss on student loan securities held at 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 telecommunications provider, Navega.
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Our non-GAAP results in 2009, which exclude 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 reflected the benefits of higher base rates at Tampa Electric and PGS
effective in May and June 2009, respectively, and improved margins at TECO Coal as a result of higher selling prices. At
TECO Guatemala, results reflected 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 Distribution (VAD) tariffs at EEGSA, the Guatemalan distribution utility,
and lower net income from the unregulated affiliated companies due to the sale of Navega in the first quarter (see the TECO
Guatemala section).

In 2010, we focused on managing our utility businesses 1o earn their allowed Returns on Equity (ROE) following the
completion of their respective base rate cases in 2009. We used the proceeds from the sale of DECA 11 to retire parent debt,
and we took advantage of improved financial market conditions to extend the maturities of certain TECO Finance and Tampa
Electric Company debt at lower interest rates. In order to potentially take advantage of changing technology and evolving
customer usage patterns, we initiated an evaluation of opportunities for our regulated utilities including, among other things,
Smart Grid, alternative fueled vehicles and renewable energy sources. This ongoing evaluation is focused on developing
longer range plans to take advantage of emerging growth and investment opportunities.

OUTLOOK

We remain focused on our long-term goal of investing in and growing our Florida utility businesses, while maximizing
the returns from our other energy-related businesses, TECO Coal and TECO Guatemala. Reduction of parent debt also
remains a priority and we expect continued progress at a modest pace, following the substantial debt retirement and debt
restructuring achieved in 2010.

Our outlook for 2011 results reflects our expectation that our Florida utilities will continue to earn their authorized
returns on equity, TECO Coal will benefit from improved margins due to strong contracted prices, TECO Guatemala will
deliver lower earnings, and parent will benefit from substantially lower interest expense and tax impacts. The drivers
impacting 2011 are summarized below and discussed in further detail in the individual operating company sections.

Tampa Electric expects customer growth in 2011 to continue at a pace similar to 2010 when the number of customers
increased 0.6%. PGS expects customer growth less than Tampa Electric’s due to the more pronounced impact of the weak
housing market in certain areas of Florida served by PGS, such as the Naples and Ft. Myers areas,

Energy sales at both utilities are likely to be lower in 2011 under an assumption of normal weather conditions. Record
cold winter temperatures and, in the case of Tampa Electric, an early start to summer temperatures, boosted energy sales in
2010. At both utilities, however, the positive weather impact in 2010 was substantially offset by the impact of regulatory
agreements that resulted in one-time reductions to net income in 2010.

We expect TECO Coal net income to increase in 2011 as higher contracted selling prices boost margins. With more
than 90% of its expected 2011 sales contracted, the average contracted selling price across all products of $87 per ton is $11
per ton higher than 2010, while the fully-loaded, all-in cost of production is expected to be in a range between $74 and $78
per ton, or $5-9 per ton higher.

We expect lower results from TECO Guatemala in 2011, largely as a result of the October 2010 sale of its interest in
DECA 11, which had contributed about $13 million to net income in 2010 prior to its sale. TECO Guatemala expects normal
operations and capacity payments and higher spot sales at its San José Power station, and a full year impact of the lower
capacity rates that became effective for its Alborada Power Station when the power sales contract was extended in September
2010 at lower prices.

We expect the net costs of parent/other to decline substantially in 2011, reflecting lower interest expense and the
absence of $10 million of tax charges that were specific to 2010. In addition to the retirement of $236 million of debt in
December 2010, which will favorably impact 2011 results by $10 million, we expect to benefit from a full year of the first
quarter 2010 refinancing and the retirement of the May 2011 maturity.

These forecasts are based on our current assumptions described in each operating company discussion, which are
subject to risks and uncertainties (see the Risk Factors section).

Our priorities for the use of cash remain investment in the utility companies and reduction of parent debt. In 2011 we
expect to make additional equity contributions to Tampa Electric and PGS to support their capital structures and financial
integrity, and to retire $64 million of parent debt at maturity. We anticipate moderate capital spending in 2011 of $440
million. (See the Liquidity, Capital Resources section).
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RESULTS SUMMARY

The table below compares our GAAP net income to our non-GAAP results. A reconciliation between GAAP net
income and non-GAAP results is contained in the Reconciliation of GAAP net income from continuing operations to
non-GAAP results tables for each year. A non-GAAP financial measure is a numerical measure that includes or excludes
amounts, or is subject to adjustments that have the effect of including or excluding amounts that are excluded or included
from the most directly comparable GAAP measure (see the Non-GAAP Information section).

Resnlts Comparisons

(millions) 2010 2009 2008
Net income attributable t0 TECO ENergy...ovocereieeneeremeeerveressumenn. § 230 $ 2139 $ 1624
NON-GAAP TESUIS c.cvvceeeeceeeieecrrareeserereressoessess e senssmsssrarssssrasseresseress $ 2755 $ 2300 $ 1833

In 2010, net income and earnings per share attributable to TECO Energy were $239.0 million, or $1.12 per share
compared to $213.9 million, or $1.00 per share, in 2009. Our non-GAAP results which exclude charges and gains were
$275.5 million, or $1.29 on a per share basis (see the 2010 and 2009 Reconciliation of GAAP net income from continuing
operations to non-GAAP results tables). In 2009, net income and earnings per share attributable to TECO Energy were
$213.9, or $1.00 per share, compared to $162.4 million, or $0.77 per share, in 2008. 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 (see the 2009 and 2008 Reconciliation of GAAP net income from continuing
operations to non-GAAP results tables).

Compared to 2009, our results in 2010 reflected higher earnings at both of the regulated utilities, Tampa Electric and
PGS, and at TECO Coal and TECO Guatemala. In 2010 our net income and earnings per share were reduced by $36.5
million, or $0.17 per share, of net charges and gains, primarily related to early debt retirement costs, taxes on previously
undistributed earnings at DECA 1I and the net loss on the sale of DECA I1. Net income at Tampa Electric in 2010 reflected a
one-time $24.0 million reduction in base revenues ($14.7 million after tax) associated with a regulatory agreement approved
by the FPSC in August that resolved all outstanding issues in the 2008 base rate case (see the Tampa Electric section).

Compared to 2008, our results in 2009 reflected higher earnings at both of the regulated utilitics, Tampa Electric and
PGS, and at TECO Coal and lower earnings from TECO Guatemala. In 2009, our net income and earnings per share were
reduced by a net $16.1 million, or $0.08 per share, of charges and gains, primarily related to restructuring actions and the
write-off of project development costs at Tampa Electric. In 2008, our net income and earnings per share were reduced by a
net $20.9 million of charges and gains consisting primarily of $21.6 million, or $0.10 per share, respectively, for income
taxes related to the repatriation of cash and investments from TECO Guatemala, of which $9.6 million was recognized by
TECO Guatemala and $12.0 million by TECO Energy parent, (see the 2008 Reconciliation of GAAP net income from
continuing operations to non-GAAP results table).

2010 Earnings Summary

(millions) Except per-share amounts 2010 2009 2008
Consolidated revenues. ..........coooovorveeoeceeeeeemeeeeeeeerseeasne $ 34879 § 33105 $§ 3,3753
Earnings per share — basic

Earnings per share attributable to TECO Energy.....occcceennn. $ 1.12 § 1.00 % 0.77

Earnings per share — diluted

Earnings per share attributable to TECO Energy.... . § .11 § 1.00 $ 0.77
Net income attributable to TECO Energy............... e $ 2390 $ 2139 § 162.4
Charges and (ZaIN8) 1 w.covievininieiinniiioienieieneanesenenvn 36.5 16.1 20.9
Non-GAAP results? ..ocoiviirecnrecrcreesrestensrensesssesnaenns $ 2755 $ 2300 $ 183.3
212.6 211.8 210.6
214.8 213.1 2114

(1) See the GAAP to non-GAAP reconciliation tables that follow.
4]
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{2) A non-GAAP financial measure is a numerical measure 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 comparable
GAAP measure (see the Non-GAAP Information section).

The following tables show the specific adjustments made to GAAP net income for each segment to develop our non-

GAAP results:

2010 Reconciliation of GAAP net income from continuing operations to non-GAAP results

Tampa TECO TECO Parent
Net income tmpact {millions) Electric PGS Coal Guatemala Other Total
GAAP Net income attributable to TECO Energy...ccoov. e, $ (985
$ 2088 $§ 341 % 530 % 41.6 3§ 2390
Restructuring Charges ..o — — — —_ 0.9 0.9
Taxes on previously undistributed earnings at DECAII..... — — — 24.9 — 24.9
Gainon the sale of DECA TL..cocvviicniiiiei e (21.0
: — — —_— (27.0; 6.0 3
Charges related to early debt retirement ..., — — — —_ 335 335
Recovery of fees related to McAdams Power Station sale .. (1.8 (1.8
- - _ = — ) )
Total charges and (ZRINS)...vcirevrrrnerrrescr e ccrrennnns — — — 2.1 386 36.5
NODFGAAP 1eSUNS ... oveviveicerec e eercevesrseereessssesnesavesonns $ (599
$ 2088 % 341 § 530 § 39.5 y § 2755
2009 Reconciliation of GAAP net income from continuing operations to non-GAAP results
Tampa TECO TECO Parent:
Net income impact fmillions) Electric PGS Coal Guatemala Other Total
GAAP Net income attributable to TECO Energy ......ove... $ (54.0
$ 1602 § 319 $§ 372 § 386 } § 2139
Restructuring charges ..o e renenersesesnen: 113 2.9 . — 1.6 15.8
Project development cost write-off........coooeviiiivinicnninin 52 — —_ — e 5.2
Gain on the sale 0Of Navega ... eeeveereiarvincniseseniernens (8.7
— — — (8.7 — }
Charge related to student loan securities ......cccceovercvrinncecnnn. — e — e 3.8 3.8
Total charges and (82iNS) ...ceovrieericrirec e oo 16.5 2.9 — (8.7, 54 16.1
Non-GAAP results $ (486
$ 1767 $§ 348 § 372 % 29.9 } $ 2300
2008 Reconciliation of GAAP net income from continuing operations to non-GAAP results
Tampa TECO TECO Parent
Net income impact {millions) Electric PGS Coal Guatemala Other Total
GAAP Net income attributable to TECO Energy ................ $ (552
$ 1356 § 271§ 180 §$ 36.9 } § 1624
Waterborne transportation dispute settlement........cccceveeeie. 1.9 — — — — 1.9
Final adjustments associated with the sale of TECO 2.6 (2.6
Transport recorded at Parent .....ccooveercevceimevencnesccnene — — e e ) }
Taxes on repatriation of cash and investments from
GUAEMALA ... e e — — — 9.6 12.0 21.6
Total charges and (gains) 1.9 — — 9.6 9.4 209
NOGAAP 1eSUHS ettt ree s $ 458
$ 1375 & 271 % 180 §% 46.5 } § 1833
42
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Tampa TECO TECO Parent
Ner income impact (millions) Electric PGS Coal Guatemala Other Toial

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. We believe that the presentation of this non-GAAP financial performance provides investors a measure that reflects
the company’s operations under our business strategy. We also believe that it is helpful to present a non-GAAP measure of
performance that clearly reflects the ongoing operations of our business and allows investors to better understand and
evaluate the business as it is expected to operate in future periods. Management and the Board of Directors use this non-
GAAP presentation as a yardstick for measuring 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
generally accepted in the United States and should not be considered an alternative to net income or other GAAP figures as
an indicator of our financial performance or liquidity. Our non-GA AP presentation of results may not be comparable 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 recognize 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, because excluded items are limited to those
that we believe are not indicative of future performance.

OPERATING RESULTS

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

operations of our business segments on a GAAP basis (sce Note 14 to the TECO Energy Consclidated Financial

Statements).
(millions) Except per share amounts 2010 2009 2008
Segment revenues ¥
Regulated COMPANIES ...coecveeireriin s s s serssas s Tampa Electric $ 2,163.2 $ 21948 § 20912
Peoples Gas 529.9 470.8 688.4
Total FEUIALEd ... coeeerete e $ 26931 $ 26656 § 27796
Unregulated COMPANIES....c..cuuimecerrreresarsesnseasisiresssssenssessecssmsreses TECO Coal $ 6900 $ 6530 § 35884
TECO Guatemala’
£ 124.4 83 8.4
Total unregulated .......c..coveeemrenreer i e nessness $§ 8144 § 6613 § 5968
Net income ¥
Regulated COMPANIES «.cooverrrrervenevearinrerscnsiersesaressserseeenereessersesens Tampa Electric $ 2088 § 1602 $ 135.6
Peoples Gas 34.1 319 27.1
Total reguIBLEd ..o ceerceceneeir e e e s e 2429 192.1 162.7
Unregulated companies......viimms e TECQO Coal 53.0 37.2 18.0
TECO Guatemala 41.6 38.6 36.9
Total unregulated .......oo e s 94.6 75.8 54.9
Parem/OtHET ..ot ne e st ene e i ns e ae e enen (98.5 (54.0 (55.2
Net income attributable to TECO Enetgy ..ooevovvivvevmircccincccnenens $ 2390 § 2139 % 162.4
Earnings per share - basic
Regulated COmMPAanies .....c.cooiecvinivanisesesises e eeneens Tampa Electric 3 0.98 % 0.76 $ 0.64
Peoples Gas 0.16 0.15 0.13
Total regulated .........ccveeriireeiennc et 1.14 0.91 0.77
Unregulated COMPANIES......occoiveeicieacrinrestrstnaiessnesisssnsisssessansens TECO Coal 0.25 0.17 0.08
TECO Guatemala 0.19 0.18 0.18
Total unregulated 0.44 0.35 0.26
ParenUOthET .t ris s v s re s am e rrre e e rae et s emens (0.46 (0.26 (0.26
Earnings attributable to TECO Energy ......cocvinvvincnnninivcvinincnne $ 112 % 1.00 $ 0.77
Average shares outstanding — basiC....ccovcvnicninc . 212.6 211.8 210.6
(1) Segment revenues include intercompany transactions that are eliminated in the preparation of TECO Energy’s
consolidated financial statements.
(2)  Prior to 2010 Guatemalan entities CGESJ (San José) and TCAE (Alborada) were deconsolidated under accounting
standards that were in effect at that time for variable interest entities.
(3) Segment net income and earnings are reported on a basis that includes internally allocated financing costs to the non-
utility companies. Internally allocated finance costs were 6.5% for July through December 2010, 7.15% for September
2008 through June 2010 and 7.25% for January 2008 through August 2008,
(4)  The number of shares used in the earnings-per-share calculations is basic shares.

TAMPA ELECTRIC

Electric Operations Results

Net income in 2010 was $208.8 million, compared to $160.2 million in 2009. There were no charges or gains in 2010.

2009 non-GAAP results were $176.7 million, which excluded the $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 project. Net income and non-GAAP results
in 2008 were $135.6 million and $137.5 million, respectively. Non-GAAP results in 2008 excluded the $1.9 million
waterborne transportation settlement (see the 2009 and 2008 Receonciliation of GAAP net income from continuing
operations to non-GAAP results table).
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Results in 2010 were driven primarily by higher base revenues from favorable weather, new base rates, 0.6% higher
average number of customers, higher carnings on NO,control projects, and higher operations and maintenance expenses. Net
income in 2010 also reflected the one-time $24.0 million reduction in base revenues ($14.7 million after tax) associated with
the regulatory agreement approved by the FPSC in August 2010, which resolved all outstanding issues in the 2008 base rate
case. Net income included $1.9 million of AFUDC - equity, compared with $9.3 million in the 2009 period, which included
AFUDC for NO, control projects, coal rail unloading facilities and peaking combustion turbines.

In 2010, total degree days in Tampa Electric’s service area were 14% above normal and 10% above 2009 levels. Pretax
base revenue increased between $30 and $40 million from favorable weather in 2010. Pretax base revenues increased
between $55 and $65 million in 2010 from new base rates approved by the FPSC for Tampa Electric effective in May 2009
and Jan. 1, 2010.

In 2010, total retail net energy for load, which is a calendar measurement of retail energy sales rather than a billing
cycle measurement, increased 3.6%, compared to the 2009 period, driven primarily by favorable weather and the 0.6%
increase in the average number of customers. Operations and maintenance expense excluding all FPSC-approved cost
recovery clauses, increased $5.1 million, due to the accrual of performance-based incentive compensation for all employees
partially offset by lower spending on generating unit maintenance.

Compared to 2009, depreciation and amortization expense increased $9.5 million, reflecting the additions to facilities
to serve customers discussed above. In 2010, interest expense increased $4.0 million due to debt issued in 2009. Net income
in 2010 reflected a $3.5 million tax benefit from the domestic production deduction compared to 2009, when no domestic
production deduction was recorded.

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).

Pretax base revenues increased approximately $72 million in 2009 from the higher base rates approved by the FPSC for
Tampa Electric effective May 7, 2009. In the 2009 full-year period, there was no reduction in net income due to the
waterborne transportation disallowance for the transportation of solid fuel, compared to an $8.9 million reduction in the 2008
period.

The higher 2009 base revenues were partially offset by lower retail energy sales and higher operations and
maintenance, depreciation, 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 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 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, excluding 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 expenses, and $0.4 million higher bad debt expense. These increases were partially
offset by savings in salaries and other benefits as a result of the restructuring actions taken in 2009. Depreciation and
amortization expense increased $9.1 million reflecting 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 generation units,
rail coal unloading facilities and the installation of NO, pollution control equipment, compared to $6.3 million in 2008.

Base Rates

Tampa Electric’s 13-month average regulatory ROE was 8.7% at the end of 2008 compared to an authorized midpoint
of 11.75%, due to lower customer growth, slower energy sales growth, and ongoing high levels of capital investment. As a
result, Tampa Electric filed for a $228 million base rate increase in August 2008. In March 2009, the FPSC awarded $104
miltlion higher revenue 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 a $34 million 2010
base rate step increase associated with the five peaking combustion turbines (CTs) and the solid-fuel rail unioading facilities
at the Big Bend Power Station scheduled to enter service before the end of 2009.
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In July 2009, in response to a 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
intervenots’ joint motion requesting reconsideration of the 2010 portion 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
opposed this appeal.

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 on its Staff audit of
the actual costs incurred, the 2010 portion of the base rates approved in 2009 should be reduced by $8.4 million to $25.7
million, subject to refund. A regulatory proceeding was scheduled to be held in October 2010 regarding the continuing need
for the CTs, the appropriate amount to be recovered and the resulting rates.

In July 2010, Tampa Electric entered into a stipulation with the 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 would remain in effect for 2010, and Tampa Electric would make a one-
time reduction of $24.0 million to customers’ bills in 2010.

In August 2010, the FPSC voted to approve the July stipulation, which was contained in their Docket No. 090368-El
“Review of the continuing need and cost associated with Tampa Electric Company’s 5 Combustion Turbines and Big Bend
Rail Facility”. This stipulation resolved 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. The docket related to the
base rate proceeding is now closed. The one-time reduction of $24.0 million to customers’ bills in 2010 is reflected in
operating results as a reduction in revenue.

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.
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Summary of Operating Results

(millions) 2010 % Change 2009 % Change 2008
REVEIUES e vererereeseeeneeseeesssueesesssesssassessesssaressssssesnssssesssrssrssesssessansans $ 2,163. (12 % 2,194. 50 % 2,091
Other operating eXPeNSEs ......ccvieeirvnirrreninroronsvsrsssnsisines 289. 18 244, 17.¢ 207,
Maintenance 116, (5.¢ 123. 6.z 116,
Depreciation 215 7.5 200.- 8.( 1854
Taxes, other than iNCOME ..oocveecviieececcecresrereecr e nves e 145.. 0.2 144 6.z 136.
ReSIUCIUNING COSES vevuerurererieiniereeeeeree e rener s sscssrenivesssnines - - 18.- — —_
Non-fuel operating eXpenses ... 766.! 4.t 731 13.2 6460.i
FUBL . 1vrecsvirvcreeen e e s s e e e s s et ees e et st ssnes e sanesaressanen 7674 (16.¢ 923. 12 819..
PUrChased POWET ...cvvviccri et s e ms e e aresren e s ensne st 179. 1.1 1774 (41.¢ 305.-
Total fuel EXPENSE ooviririeierece e ces e rers e serereesresrnorvsess 947.. (14.( 1,100. 2.1 1,124.:
Total Operating EXPEnSeS cocce i vevevrerareerorersrasrressaereesersensneas 1,714. 6.5 1,832 3. 1,770.:
Operating iNCOME. oo e e erenrecirisceiernsseasmreras srsereassesesne 449.. 24.1 362. 13.0 320.
AFUDC equity 1. (79.¢ 9. 47.¢ 6..
NELINCOMIE e cnviireercirvrrerencaeesaessresesesnsesssssnssetsssssssnssssssssessneresnranns $  208. 30.2 8 160! 18.1 % 135,
Megawatt-Hour Sales (thousands)
Residential ....... 9,18: 6.( 8.66' 1.4 8,54«
Commercial 6,22 (0.t 6,27 (2.( 6,39
INAUSHEIAL ....ee et e e e s snenes 2,01t 0.7 1,99 (9.5 2,20
OHNET 1ottt sttty ver ey ae e s v eme e s nennas 1,79 2.2 1,83 e 1,84
Total retail 19,21 2. 18,77 (1.1 18,99
Sales for resale 51 17.1 444 (50.2 88
Total energy Sold v 19,72 2.7 19,21: 3.z 19,87
Retail customers-thousands (Verage) -...c.ovevevvrercivrerecvinenereessenss 671.1 0.¢ 666. (0.1 667..

Operating Revenues

In 2010, retail megawatt hours, as measured on a billing cycle basis, increased 2.3% primarily due to favorable weather
throughout the year and 0.6% customer growth. In 2010, total retail net energy for load, which is a calendar measurement of
retail energy sales rather than a billing cycle measurement, increased 3.6%. Off-system sales (Sales for resale) increased
17.1%, primarily due to increased demand throughout Florida in response to cold winter weather.

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 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. Pretax base revenues increased approximately $72 million in 2009 from the higher base rates
approved by the FPSC, which were effective in May 2009.

For the past three years, weather-normalized energy consumption per residential customer declined due to the
combined effects of voluntary conservation efforts, residential vacancies and changes in appliance 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 installations, 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 2010, 2009 and 2008.

Electricity sales to the phosphate industry increased 5.1% in 2010, following a 6.5% decrease in 2009. The 2010
increase in sales to phosphate customers was driven by higher operating rates at the customer’s facilities in response to higher
demand for their products world wide. The 2009 decline in sales to phosphate customers was partially attributable to planned
outages at their production facilities as the producers managed their product inventory levels during the economic downturn.
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Base revenues from phosphate sales represented about 3% of base revenues in 2010 and less than 3% in 2009. Sales to
commercial customers decreased 0.8% in 2010 after a 2.0% decrease in 2009, reflecting the local economic conditions.

Energy sold to other utilities for resale increased 17.1% in 2010 due to increased demand throughout the State of
Florida in response to cold winter weather early in the year. Energy sold to other utilities for resale decreased 50.2% in 2009
primarily due to lower energy demand state-wide and to lower natural gas prices through much of the summer, which made
Tampa Electric’s base-load coal generation not the lowest cost form of energy for spot sales.

Customer and Energy Sales Growth Forecast

The Florida economy has started to recover from the economic downturn, but unemployment remains above the
national level and the housing market, which was a major driver of growth in the Florida economy for many years, is not
expected to improve until unemployment declines (see the Risk Factors section). In general, economists are forecasting a
slow improvement in the unemployment rate in 2011, and a stronger improvement in the economy in 2012 and beyond. The
forecast used by Tampa Electric reflects a continuation of the modest customer growth trend that was experienced in 2010 in
2011. Following the very strong energy sales in 2010 due to weather, absolute levels of energy sales are expected to decline
assuming normal weather. On a weather-normalized basis energy sales are expected to decline slightly due to lower customer
usage in response to increased energy efficiency, voluntary conservation and the continued economic weakness. The average
number of customers increased 0.6% in 2010 following a 0.1% decline in 2009. 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 late in the
year,

Longer-term, assuming continued economic recovery and that growth from population increases and more robust
business expansion resumes, Tampa Electric expects average annual customer growth to return to a level of nearly 1.5% and
weather-normalized average retail energy sales growth at about that same level starting in the 2012 time frame. This energy
sales growth projection is lower than in periods prior to the economic downturn, reflecting changes in usage patterns and
changes in population trends. These growih projections assume continued modest local area economic growth, normal
weather, a recovery in the housing market over time, and a continuation of the current energy market structure.

The economy in Tampa Electric’s service area grew modestly in 2010 after contracting in 2009 and 2008. The growth
was lead primarily by the healthcare industry and tourism related businesses, but unemployment remains high. Initially, the
contraction was centered in housing and related industries, but spread to the general economy later in 2007. The Tampa
metropolitan area’s civilian employment increased 0.3% in 2010 after decreasing 5.1% in 2009 and 2.7% in 2008. This level
of job creation is slightly higher than the 0.05% increase experienced in Florida. The local Tampa area unemployment rate
decreased to 12.0% at year-end 2010, compared to 12.4% at year-end 2009, and 8.3% at the end of 2008. The Tampa area
year-end 2010 unemployment rate was the same as the state of Florida, but higher than the 9.4% for the nation, which is
contrary to the trends experienced in previous economic slowdowns.

Following the expiration of the home buyer tax credit in June 2010, as in most areas of the country, the housing market
in Tampa Electric’s service area weakened for the remainder of 2010. As measured by the Case-Shiller Home Price Indices,
home prices declined for much of the year and high numbers of foreclosures continued.

Operating Expenses

Total pretax operating expense decreased 6.5% in 2010 driven primarily by lower fuel expense. Excluding all FPSC-
approved cost recovery clause-related expenses, the 2009 restructuring charges and the write-off of project development
costs, operations and maintenance expense increased $5.1 million in 2010, due to the accrual of performance-based incentive
compensation for all employees partially offset by lower spending on generating unit maintenance and other savings as a
result of the 2009 restructuring actions. Tampa Electric expects operation and maintenance expense, excluding fuel and
purchased power, to decrease in 2011, assuming normal levels of employee incentive compensation accruals,

Total pretax operating expense increased 3.5% in 2009, driven by higher other operating expenses and maintenance
expenses, which included the write-off of project development costs, the write-off of disallowed rate case expenses, and
restructuring costs. Excluding all FPSC-approved cost recovery clause-related expenses, restructuring charges and the project
development write-off, operations and maintenance expense increased $8.7 million, compared to 2008, primarily due to
higher spending on generating unit maintenance and repairs, higher expenses to operate the distribution system, higher
employee-related expenses, and slightly higher bad debt expense, partially offset by savings in salaries and other benefits as a
result of the restructuring actions taken late in the year.

In 2010, depreciation and amortization expense increased $9.5 miilion, reflecting the additions to facilities to serve
customers, which included peaking combustion turbines, NO. control projects and rail coal unloading facilities. In 2009,
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depreciation expense increased $9.1 million and taxes other than income, which include property taxes, were higher due to
the peaking combustion turbines placed in service in 2009 and normal additions to facilities to serve customers. Depreciation
expense is projected to increase in 2011, but at a level of about 50% of the 2010 increase due to routine plant additions to
serve Tampa Electric’s customer base and maintain system reliability, but without the major incremental project completions
as in 2009.

Fuel Prices and Fuel Cost Recovery

In November 2010, the FPSC approved cost recovery rates for fuel and purchased power, capacity, environmental and
conservation costs for the period January through December 2011, The rates include the expected cost for natural gas and
coal in 2011, and the net over-recovery of fuel, purchased power and capacity clause expenses, which were collected in 2010
and 2009 following the March mid-course adjustment described below.

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 included the expected cost for natural gas and
coal in 2019, 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 associated with the projects
{see the Regulation and Environmental Compliance sections).

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 correction with the FPSC to adjust its projected 2009
fuel and purchased power costs to reflect the decline 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
late 2008, resulted in $226 million lower projected fuel and purchased power cost (see the Regulation section).

Total fuel cost decreased in 2010 due to significantly lower cost for natural gas partially offset by slightly higher cost
for coal. Total fuel cost increased in 2009, due to higher cost for coal partially offset by lower cost for natural gas. Purchased
power expense increased in 2010 due to higher volumes purchased, but at lower prices due to lower natural gas prices.
Purchased power decreased in 2009 due to lower prices for natural gas, which is the primary fuel used by other generators in
Florida. Delivered natural gas prices decreased 15.7% in 2010 due to abundant supplies from on-shore domestic natural gas
produced from shale formations, and storage inventories above historic averages resulting from lower demand for natural gas
from industrial users caused by économic conditions. Delivered coal costs increased 2.3% in 2010. Coal and natural gas
prices were $3.12 per million Btu (/MMBtu) and $6.74/MMBtu, respectively, in 2010.

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 be stable for two to three years due to increased availability of on-shore domestic
natural gas produced from shale formations. Coal prices, while less volatile, were relatively stable in 2010 after sharp
increases in 2008 and 2007. Coal prices experienced a significant decline in 2009 for spot 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 lllinois Basin, which have experienced upward movements in prices over the past several years but not of the same
magnitude as prices in the Central Appalachian coal producing region. Tampa Electric’s coal prices are expected to remain
stable in 2011 due to longer-term supply contracts.

Energy Supply

On a retail energy supply basis, Tampa Electric generation accounted for 99%, 98% and 94% of the total retail energy
sales in 2010, 2009 and 2008, respectively, with the remainder of the energy supplied by purchased power. Tampa Electric’s
generation increased in 2010 due to the conclusion of the major coal-fired unit outages for the installation of NO, control
equipment. Purchased power expense increased 1.1%, but purchased power volumes increased 5.0%. The lower prices were
driven by lower per-unit prices associated with the purchases as a result of lower natural gas prices. Purchased power expense
is expected to decrease in 2011 due to a lower volume of purchases driven by normal generating unit outage schedules
compared to a major SCR installation outage for the final unit in 2010.

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.
Nevertheless, coal is expected to continue to represent more than half of Tampa Electric’s fuel mix due to the baseload units
at the Big Bend Power Station and the coal gasification unit, Polk Unit One. Natural gas prices are expected to remain stable
in 2011 and we expect to maintain the generation mix at about 2010 levels.

49

59



TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED: SEPTEMBER 2, 2011

Hurricane Storm Hardening

Due to extensive storm damage to utility facilities during the 2004 and 2005 hurricane seasons and the resulting
outages utility customers experienced throughout the state, in 2006 the FPSC initiated proceedings to explore methods of
designing and building transmission and distribution systems that would minimize long-term outages and restoration costs
related to severe weather.

The FPSC subsequently issued an order requiring all investor owned utilities (I0Us) to implement a 10-point storm
preparedness plan designed to improve the statewide electric infrastructure to better withstand severe storms and expedite
recovery from future storms. Tampa Electric implemented its plan in 2007 and estimates the average non-fuel operation and
maintenance expense of this plan to be approximately $20 million annually for the foreseeable future.

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 more than $25 million annually for the foreseeable future (see the Regulation
section).

Capital Spending

Prior to 2010, Tampa Electric was in a period of increased capital spending for infrastructure to reliably serve its
customer base and for peaking generating capacity additions. In addition to the capital spending to comply with the storm
hardening plan described above, Tampa Electric made capital investments in its transmission and distribution system to
improve reliability and reduce customer outages, and for generating unit reliability.

Due to the recession experienced in the Florida and national economies and the Florida housing market slowdown in
2008 and 2009, Tampa Electric reassessed its forecast of long-term energy demand and sales growth. Tampa Electric had
previously identified a need for new baseload capacity in early 2013; however, the current capital forecast reflects a deferral
of construction of new bascload capacity beyond this forecast period. If growth resumes and demand increases above the
current projections, Tampa Electric may require peaking capacity in the 2013 time frame. Tampa Electric may seek to
purchase power rather than build additional capacity based on the economics of a decision to purchase rather than build new
capacity (see the Capital Expenditures and Regulation sections).

Pending action by the Florida Legislature on a Florida Renewable Energy Portfolio Standard (RPS), the need for
additional capital spending on renewable energy sources is likely but not yet defined (see the Environmental Compliance
section). Depending on the final rules, which the legislature may enact in the 2011 legislative session, Tampa Electric may
need to invest capital to develop additional sources of renewable power generation.

PEOPLES GAS (PGS)
Operating Results

PGS reported full year net income of $34.1 million in 2010, compared to net income of $31.9 million in 2009. There
were no charges or gains in 2010, Non-GAAP results of $34.8 million in 2009 excluded $2.9 million of restructuring costs
(see the 2009 Reconciliation of GAAP net income from continuing operations to non-GAAP results table). Results in
2009 included a $4.0 million favorable adjustment to previously recorded deferred tax balances. Results in 2010 reflect a
0.5% higher average number of customers. Residential customer usage increased due to the cold weather in the winter of
2010 and the coldest December on record. In 2010, pretax base revenues increased approximately $10 million due to the
unprecedented 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 weather, the return to service of
several higher volume customers that were idle in the 2009 period and generally higher usage by those customers. Gas
transported for power generation customers and off system sales increased in 2010 due to higher power demand in the first
quarter. Non-fuel operations and maintenance expense increased, primarily due to higher spending on pipeline integrity and
pipeline awareness, partially offset by lower employee related costs as a result of the 2009 restructuring actions. Resuits in
2010 also reflect increased depreciation expense due to routine plant additions.

In 2010, the total throughput for PGS was almost 1.6 billion therms. Industrial and power generation customers
consumed approximately 49% of PGS’ annual therm volume, commercial customers used approximately 26%,
approximately 19% was sold off-system, and the balance was consumed by residential customers, which are essentially
unchanged from 2009 sales.

Residential operations were about 30% of total revenues in 2010 and in 2009. New residential construction that
includes natural gas and conversions of existing residences to gas has slowed significantly due to the weak Florida housing
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market. Like most other natural gas distribution utilities, PGS is adjusting to lower per-customer usage due to improving
appliance efficiency. As customers replace existing gas appliances with newer, more efficient models, per-customer usage
tends to decline.

As a result of the unprecedented cold winter weather in 2010, in the second quarter of 2010 PGS projected that it would
earn above the top of its allowed ROE range of 9.75% to 11.75% in 2010. In 2010, PGS recorded a $9.2 million total pretax
provision related to the earnings above the top of the range primarily in the second and third quarters. In December 2010,
PGS and the Office of Public Counsel entered into a stipulation and settlement agreement that called for $3.0 million of the
provision to be refunded to customers in the form of a credit on customer’s bills in 2011, and the remainder applied to
deficiencies in accumulated depreciation reserves. On Jan. 25, 2011, the FPSC approved the stipulation.

PGS reported net income of $31.9 million in 2009, compared to $27.1 million in 2008. Non-GAAP results, which
exclude $2.9 million of restructuring charges, were $34.8 million in 2009 (see the 2009 Reconciliation of GAAP net income
from continuing operations to non-GAAP results table). There were no non-GAAP adjustments to the 2008 period. The
higher 2009 results reflected a $4.0 million favorable adjustment to previously recorded deferred tax balances, and the new
base rates effective in June 2009, partially offset by higher non-fuel operations and maintenance expenses and depreciation.
Results reflected a 0.2% lower average number of customers. Residential customer usage increased due to colder winter
weather in the first quarter of 2009, 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 customers to natural gas. Lower sales
volumes to industrial customers reflected economic conditions and reduced operations by industries sensitive to the housing
market, such as cement plants. Gas transported for power generation customers increased over 2008 due to lower natural gas
prices, which made it a more economical generating fuel choice. Excluding restructuring charges, non-fuel operations and
maintenance expense increased in 2009 compared to 2008 when operations and maintenance expense were reduced by a $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 depreciation expense in 2009 due to routine plant additions.

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

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

Because of lower customer growth, slower energy sales growth, higher levels of operations and maintenance spending,
continued investment in the distribution system and higher costs associated with required safety requirements, such as
transmission and distribution pipeline integrity management, PGS’ 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 awarded a $19.2 million revenue requirements increase that authorized an ROE mid-point of 10.75%, 54.7% equity
in the capital structure, and a 2009 13-month average rate base of $561 million. The new rates were effective Jun. 18, 2009,

51

61



TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED: SEPTEMBER 2, 2011

Summary of Operating Results

{millions) 2019 % Change 2009 % Change 2008
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In Florida, natural gas service is unbundled for non-residential customers and residential customers that use more than
1,999 therms annually that elect this option, affording these customers the opportunity to purchase gas from any provider.
The net result of unbundling is a shift from bundled transportation and commodity sales to transportation sales. Because the
commodity portion of bundled sales is included in operating revenues at the cost of the gas on a pass-through basis, there is
no net earnings 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 2010, approximately 15,700 out of 32,400
of PGS’ eligible non-residential customers had elected to take service under this program.

Since early 2008 at the start of 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 2010, PGS experienced 0.5% customer growth after forecasting no customer growth for the
year. In 2009, PGS had 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 was significantly lower than the average customer
growth experienced for the previous five years. PGS provides service in areas of Florida that experienced some of the most
rapid growth in 2005 and 2006, including the Miami, Ft. Myers and Naples areas. These areas continue to experience the
most significant impacts of the housing market collapse.

PGS Outlock

In 2011, PGS expects continued modest customer growth, but at a rate lower than Tampa Electric due to the more
severe housing market downturn in some of the areas it serves. Assuming normal weather, therm sales to weather sensitive
customers, especially residential customers, are expected to be lower than in 2010 when exceptionally cold weather boosted
therm sales. Excluding all FPSC-approved cost recovery clause-related expenses, operation and maintenance expense is
expected to decrease in 2011 due to the absence of the $6.2 million provision to limit earnings to the top of the allowed ROE
range that was recorded as an operating expense. Revenue was also reduced by $3.0 million in 2010 in accordance with this
FPSC approved regulatory stipulation. Depreciation expense is expected to increase slightly from continued capital
investments in facilities to reliably serve customers,

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 areas and the northeast coast
in the Jacksonville area. In 2011, PGS expects 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).
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Gas Supplies

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

Gas is delivered by the Florida Gas Transmission Company (FGT) through 60 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. PGS also receives gas delivered by
Gulfstream Natural Gas Pipeline through seven gate stations.

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

TECO COAL

In 2010, TECO Coal recorded full year net income of $53.0 million on sales of 8.8 million tons in 2010, compared to
$37.2 million on sales of 8.7 million tons in 2009. These results reflect an average net per-ton selling price, excluding
transportation allowances, of more than $76 per ton, due to a sales mix that was more heavily weighted to metallurgical coal
than in 2009 and higher prices for metallurgical coal. The all-in total per-ton cost of production increased to $69 per ton,
from increased surface mine reclamation activitics and generally higher mining costs due to productivity impacts associated
with increased inspection activities. Full year net income includes a $5.3 million favorable net benefit from the settlement of
state income tax issues recorded in prior years partially offset by a $1.1 million charge for other tax adjustments. TECO
Coal’s 2010 effective income tax rate was 22%, excluding the income tax settlements discussed above, compared to 17% in
the 2009 full year period.

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 0f 9.3 million tons in 2008. Lower volume and the sales mix in 2009 reflected coal market
conditions, which included high inventory levels at utility steam coal customers and reduced demand for coal used in the
production of steel. At almost $72 per ton, the 2009 full-year average net per-ton selling price was 20% above the 2008
average selling price. At almost $67 per ton, the 2009 all-in total per-ton cost of production was 14% higher than in 2008. In
2009, TECO Coal’s effective income tax rate was 17%.

TECO Coal Outlook

We expect TECO Coal’s net income to increase in 2011 over 2010 from higher contract selling prices. TECO Coal has
more than 90% of its expected 2011 sales of between 8.5 and 9.0 million tons contracted, resulting in an average contracted
selling price across all products of $87 per ton. The product mix is expected to be about 40% specialty coal, which includes
stoker, metallurgical and PCI coals, and the remainder utility steam coal. The cost of production is expected to increase to a
range between $74 and $78 per ton due to expected higher contract miner costs, higher safety-related costs, higher royalties
and severance costs, which are a function of selling price, and, due to delays in the issuance of permits, higher surface mining
cost, primarily due to longer hauling distances. Diesel fuel prices have been hedged for those contracts that do not have diesel
price adjustments in the contract at average prices at about the same level as 2010. TECO Coal’s effective income tax rate is
expected to be the normal 25% for 2010.

At the end 0of 2011, an approximately 600,000 ton per year steam coal contract at below-market prices concludes.

Historically, from time to time, TECO Coal has added to its proven and probable reserves. TECO Coal will continue to
explore for additional reserves in and around its existing mining operations to prudently maintain or expand its reserves as
appropriate.

For the past several years, the issuance of permits by the U.S. Army Corp of Engineers (USACE) under Section 404 of
the Clean Water Act required for surface mining activities in the Central and Northern Appalachian mining regions have been
challenged in the courts. These challenges have been appealed by various mining companies affected on a number of
occasions, but very few permits have been issued over the past several years. TECO Coal had six permits on the list of
permits subject to enhanced review by the U.S. EPA under its memorandum of understanding with the USACE, which was
issued in September 2009, however, two have been withdrawn. TECO Coal has all of the permits required to meet its 2011
sales projections. However, production from a mine affected by one of those permits that has been delayed is no longer
included in the 2011 sales projection due to uncertainty in the ability to obtain a permit or the timing of the issuance of a
permit. This mine was previously expected to contribute approximately 300,000 tons to 2011 sales. To date, there has been
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no progress in granting these permits. TECO Coal is currently producing from other mines, but at a higher cost, to offset the
lost production from the delayed permit.

On Apr. 1, 2010, the EPA issued new guidance on environmental permitting requirements for Appalachian mountain
top removal and other surface mining projects. The guidance limits conductivity (level of mineral salts) in water discharges
into streams from permitted arcas, and was effective immediately on an interim basis. The EPA will decide whether to
maodify the guidance after consideration of public comments and the results of the Science Advisory Board (SAB) technical
review of the EPA scientific reports. Because the EPA’s standards appear to be unachievable under most circumstances,
surface mining activity could be substantially curtailed since most new and pending permits would likely be rejected. This
guidance could also be extended to discharges from deep mines and preparation plants, which could result in a substantial
curtailing of those activities as well. This guidance is facing legal challenges from coal mining industry-related organizations
and states relating to the stringency of the standards as well as the focus on the coal industry and the Appalachian region in
particular,

Coal Markets

In the third quarter of 2008, in response to the U.S. economic recession, the prices for many commodities started to
drop. The decline in commodity prices, including coal, accelerated in the fourth quarter of 2008 due to the spread of the U.S.
economic recession to many other economies around the world. At that time, the U.S. steel industry, which is a large
consumer of metallurgical coal, was reported to be operating at a less than 40% utilization rate. In the first half of 2009, coal
producers 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 international economies started to emerge from the economic recession in late
2009, demand and prices for metallurgical coal increased, both in the U.S. and in international markets.

In 2010, prices for metallurgical coal remained strong driven by increased demand from expanding economies in China
and India, and recovering demand in the U.S. and Europe. The U.S. steel industry operated at about a 70% utilization rate in
2010 compared to a 40% utilization rate for most of 2009. During 2010, spot price for various grades of metallurgical coal
produced by TECO Coal and others reportedly ranged from $110 per ton to $180 per ton. TECO Coal was essentially fully
contracted for its metallurgical coal sales by the start of 2010, with virtually no tons available for sale in the spot market.

Demand for coal used by utilities to generate electricity stabilized in 2010 as the economy started to recover and
demand for electricity grew following a decline in 2009 due to the economic recession. Natural gas prices, as measured ona
cent per million Btu basis, were below coal prices, which allowed utilities to substitute natural gas for coal in the generation
of electricity. As a result, utility coal stockpiles were significantly above long-term averages entering 2010. In 2010, utility
customers accepted delivery of contracted tons following deferrals of contracted tons into future years in 2009. A cold 2010
winter and a hot summer reduced utility inventories, but not enough to create near-term demand for utility steam coal.

Industry reports indicate that utilities are not expected to purchase significant amounts of coal for 2011 beyond what is
already contracted for. Utilities that have indicated an interest in purchasing coal are purchasing tons for delivery after 2011.
The industry expects demand for utility steam coal to recover in the second half of 2011 and at that time for prices to improve
from the current spot prices of approximately $70 per ton.

The significant factors that could influence TECO Coal’s results in 2011 are the cost of production and the ability of
the railroads to deliver the 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 cconomic 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 Environmental Compliance and Risk Factors sections).

TECO GUATEMALA

Our TECO Guatemala operations include two power plants operating in Guatemala under long-term contracts. The San
José and Alborada power stations in Guatemala both have long-term power sales contracts with the Guatemalan distribution
utility EEGSA, the largest Guatemalan distribution utility, which serves Guatemala City, the capital of Guatemala and the
surrounding region.

On Oct. 21, 2010, a TECO Guatemala subsidiary sold its 30% interest in DECA 11 to EPM, a multi-utility company
based in Medellin Colombia, for a sale price of $181.5 million.

DECA 11 was a holding company in which, prior to the sale, TECO Guatemala Holdings, LLC (TGH), a wholly owned
subsidiary of TECO Guatemala, held a 30% interest, Iberdrola Energia, S.A. (Iberdrola) held a 49% interest and Energias de
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Portugal, S.A. (EDP) held a 21% interest. Each of these parties sold its interest in DECA I1. DECA I held an 80.9%
ownership interest in EEGSA and affiliated companies.

TGH received $181.5 million of the $605.0 million total purchase price for its 30% interest. In addition, TGH
repatriated approximately $25.0 million of cash previously held offshore in a tax deferral structure. TECO Guatemala
recorded a $27.0 million gain on the sale, but the sale transaction resulted in a total net gain of $21.0 million for TECO
Energy due to the $6.0 million negative valuation allowance recorded against foreign tax credits at TECO Energy Parent (see
the 2010 and 2009 Reconciliation of GAAP net income from continuing operations to non-GAAP results tables). TECO
Guatemala also recorded a $24.9 million income tax charge related to the unwinding of the tax deferral structure, as the
earnings from DECA II were no longer considered indefinitely reinvested.

The Alborada Power Station, which consists of oil-fired, simple-cycle combustion turbines, is a peak-load facility with
high availability, but operates at a low capacity factor by design. Guatemala is heavily dependent on hydro-electric sources
for baseload power generation. The Alborada Power Station is under contract to EEGSA, but it is designated to be an
operating reserve for the country of Guatemala by the country’s power dispatcher. The plant runs at peak times or in times of
loss of a major generating unit or transmission circuit in the country. In 2001, TECO Guatemala exercised an option to
extend the Alborada power sales contract for five years at the end of the contract period, which was originally scheduled for
September 2010. The contract was extended for five years effective Sep. 14, 2010 at rates approximately 55%, or $7 million
after tax on an annual basis, below the previous contract,

On Jan. 13, 2009, TGH delivered a Notice of Intent to the Guatemalan government that it intended to file an arbitration
claim against the Republic of Guatemala under the Dominican Republic Central America — United States Free Trade
Agreement (DR — CAFTA) alleging a violation of fair and equitable treatment of its investment in EEGSA. On Oct. 20,
2010, TGH filed a Notice of Arbitration with the International Centre for Settlement of Investment Disputes to proceed with
its arbitration claim.

The arbitration was prompted by actions of the Guatemalan government in July 2008 which, among other things,
unilaterally reset the distribution tariff for EEGSA at levels well below the tariffs in effect at the time that the distribution
tariff was reset. These actions caused a significant reduction in earnings from EEGSA. As discussed above, until Oct. 21,
2010, TGH held a 24% ownership interest in EEGSA through a holding company DECA 1I when TGH’s interest was sold. In
connection with the sale of TGH’s ownership interest in EEGSA, TGH reserved the right to pursue the arbitration claim
described above. Iberdrola is in international arbitration under the bilateral trade treaty in place between the Republic of
Guatemala and the Kingdom of Spain.

In 2010, TECO Guatemala reported net income of $41.6 million, compared to $38.6 million in 2009. In 2010, non-
GAAP results were $39.5 million, which excluded a $27.0 million gain on the sale of its ownership interest in DECA 11, and
a $24.9 million tax charge related to previously undistributed carnings as a result of the sale. Non-GAAP results in 2009 were
$29.9 million, which excluded an $8.7 million net gain on the sale of its minority ownership interest in the
telecommunications company, Navega.

These results reflect the absence of earnings from DECA 11 for most of the fourth quarter, a $2.0 million reduction,
lower capacity payments at the Alborada Power Station under the contract extension effective Sep. 14, 2010, and
substantially higher earnings from the San José Power Station as the station operated normally throughout the year following
the extended unplanned outages in 2009.

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 non-GAAP results of $46.5 million, which exclude $9.6 million of taxes related to the December cash repatriation.
Results in 2009 reflected 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 power sales contract as a result of lower availability due to the unplanned
outages, partially offset by a $1.7 million net insurance recovery related to the unplanned outages. Results also reflected the
reduction in the VAD tariff at EEGSA, which reduced 2009 earnings at TECO Guatemala by approximately $5.0 million.
The effect of the VAD more than offset the benefit of 2.9% customer growth, higher energy sales, and cost control measures
at EEGSA. The earnings from the DECA I unregulated EEGSA-affiliated companies, which provide, among other things,
electricity transmission services, wholesale power sales to unregulated electric customers and engineering 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 also included a $2.5 million benefit related to an adjustment to
previously estimated year-end equity balances, compared to a similar $3.1 million benefit in 2008.
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TECO Guatemala Outlook

In 2011, we expect normal operations for the Alborada and San José power stations, Earnings from the Alborada Power
Station will be at the lower rates under the contract extension described above. TECO Guatemala’s results will reflect the
absence of earnings from DECA 11, which was sold in October 2010. Prior to the sale, DECA 1l contributed $13.1 million to
2010 net income at TECO Guatemala.

PARENT/OTHER

The cost for Parent/other in 2010 was $98.5 million, compared to $54.0 million in 2009. The 2010 non-GAAP cost for
Parent & other was $59.9 million, which excluded a $33.5 million charge related to early retirement of TECO Energy debt,
and a $6.0 million foreign tax credit valuation allowance as a result of the sale of DECA II based on estimated foreign source
income and projected timing of the utilization of the net operating loss carry forwards, the $1.8 million benefit related to the
recovery of fees paid for the previously sold McAdams Power station, and $0.9 million of final restructuring costs. Non-
GAARP results in 2009 were $48.6 million which included a $2.6 million benefit from a sale of property by TECO Properties
but excluded $1.6 million of restructuring cost and a $3.8 million charge associated with the sale of auction-rate securities
held at TECO Energy parent (see the 2010 and 2009 Reconciliation of GAAP net income from continuing operations to
non-GAAP results tables).

Non-GAAP cost in 2010 included $9.6 million of foreign tax credit and other tax valuation adjustments based on
estimated foreign source income and projected timing of the utilization of the net operating loss carry forwards, and a $1.1
million charge to adjust deferred tax balances related to Medicare Part D subsidies as a result of the Patient Protection and
Affordable Care Act enacted early in 2010. Results also included a $3.5 million unfavorable tax adjustment that offsets the
favorable domestic production deduction at Tampa Electric due to TECO Energy’s consolidated net operating loss (NOL)
position. Results also reflect $3.4 million lower interest expense as a result of debt restructuring and retirement.

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. Results in 2009 reflected a $2.6 million unfavorable
valuation adjustment to foreign tax credits, a $1.5 million gain on the sale of a lease, the final asset held in a leveraged lease
portfolio, and a $2.6 million benefit from a sale of property by TECO Properties. Results in 2009 also reflected negative tax
return adjustments that normally occur, compared to 2008 when the tax return adjustments were favorable. Non-GAAP
Parent/other cost in 2009 excluded $1.6 million of restructuring costs and a $3.8 million charge associated with the sale of
student-loan securities held at TECO Energy parent (see the 2009 and 2008 Reconciliation of GAAP net income frem
continuing operations to non-GAAP results tables).

OTHER ITEMS IMPACTING NET INCOME
Other income (expense)

In 2010, Other income {expense) of $14.1 million included a $55.5 million charge related to early debt retirement;
$13.1 million from DECA II prior to its sale, which was accounted for as an equity investment; and $38.4 million pretax gain
on TECO Guatemala’s sale of its ownership interest in DECA 1L

In 2009, Other income (expense) of $79.3 million reflected $68.5 million, which included the $18.3 million pretax gain
on the sale of Navega, from the Guatemalan operations, which are accounted for as equity investments, and a net $3.3 million
charge related to the sale of various investments.

In 2008, Other income (expense) of $100.7 million reflected $72.5 million of pretax income from the Guatemalan
operations, which are accounted for as equity investments; $7.2 million of pretax interest income on invested cash balances;
and $6.7 million of pretax income from the sale of right-of-way easements and a contract settlement related to future coal
sales at TECO Coal.

AFUDC equity at Tampa Electric, which is included in Other income (expense), was $1.9 million, $9.3 million and
$6.3 million in 2010, 2009 and 2008, respectively. AFUDC is expected to decrease in 2011 due to the completion of the
installation of the fourth and final NO, control unit at the Big Bend Power Station in 2010 (see the Environmental
Compliance and Liquidity, Capital Resources sections).

Interest Expense

In 2010, total interest expense was $231.3 miilion compared to $227.0 million in 2009 and $228.9 million in 2008. In
2010, interest expense increased due to higher debt balances for six months of the vear (see the Financing Activity section),
prior to the early retirement of TECO Energy and TECO Finance debt in December, and lower AFUDC debt at Tampa
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Electric, which is a credit to interest expense. In 2009, interest expense was reduced by lower interest rates on floating rate
debt and higher AFUDC debt at Tampa Electric.

Interest expense is expected to be lower in 2011 due to the retirement of $236 million of TECO Energy and TECO
Finance debt in December 2010, and the retirement of $64 million of TECO Energy debt at maturity in April 2011 (see the
Liquidity, Capital Resources section).

Income Taxes

The provision for income taxes increased in 2010 primarily due to higher operating income, taxes on TECO
Guatemala’s sale of its ownership interest in DECA 11, and an increase to the foreign tax credit valuation allowance. The
provision for income taxes increased in 2009 due to higher operating income, partially offset by lower foreign tax credit
valuation allowances, lower taxes on cash repatriated from Guatemala, and increased depletion and AFUDC equity. Income
tax expense as a percentage of income from continuing operations before taxes was 41.5% in 2010, 31.6% in 2009 and 36.8%
in 2008. For 2011, we expect the effective tax rate to be in the range of 30% to 35%.

The cash payments for federal income taxes, as required by the federal Alternative Minimum Tax rules (AMT), state
income taxes, foreign income taxes and payments (refunds) related to prior years” audits totaled $5.5 million, $4.1 million,
and $6.0 million in 2010, 2009, and 2008, respectively.

On Dec. 17, 2010, the Tax Relief, Unemployment Insurance Reauthorization, and Job Creation Act of 2010 was signed
into law. The legislation provides 100% bonus depreciation for capital investments placed in service after Sep. 8, 2010 and
through Dec. 31, 2011 and 50% bonus for equipment placed in service after Dec. 31, 2011 and through Dec. 31, 2012. Based
on the company’s preliminary estimate, additional bonus depreciation will extend our NOL.

Due to the NOL carryforward position resulting from the disposition of the generating assets formerly held by TWG
Merchant, cash tax payments for income taxes are limited to approximately 10% of the AMT rate. We expect future 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 2015, at which time we expect to start using more than $195 million of AMT carryforward to
limit future cash tax payments for federal income taxes to the level of AMT. We currently project cash tax payments of
between $30 and $35 million over the next five years.

The utilization of the NOL and AMT carryforward are dependent on the generation of sufficient taxable income in
future periods.

LIQUIDITY, CAPITAL RESOURCES

The table below sets forth the Dec. 31, 2010 consolidated liquidity and cash balances, the cash balances at the
operating companies and TECO Energy parent, and amounts available under the TECO Energy/Finance and Tampa Electric
Company credit facilities.

Balances as of Dec, 31, 2010

Tampa Electric Unregulated
(millions) Consolidated Company Companies Parent
Credit facilities ..o irnvnecrreeee e ern et essreees senees 675.0 § 475.0 § — $ 2000
Drawn amounts/LCs 194 12.7 —— 6.7
Available credit facilities.....ovvvninvcvrriernnerenimnnon. 655.6 462.3 — 193.3
Cash and short-term Investments .....coceecveeeucreeercrrnnnees 82.3 3.7 389 39.7
Total HGUIAIEY o vovecvieeeeceee s e $ 7379 $ 466.0 § 389 § 2330

In 2010, we met our cash flow needs primarily from internal sources. Cash from operations was $664 million. We paid
dividends of $175 million in 2010, and capital expenditures were $490 million. Other sources of cash included $183 million
of proceeds from the sale of businesses, primarily the sale of our ownership interest in DECA II for $181 million and $8
million from the sale of common stock, primarily through dividend reinvestment. Proceeds from the sale of DECA 11, along
with repatriated cash of $25 million and cash on hand were used to retire long-term debt. Net long-term debt declined $136
million representing debt retirement at TECO Energy parent and TECO Finance and a $75 million remarketing by Tampa
Electric Company of tax-exempt notes previously held in licu of redemption. Short-term debt declined $43 million.

In 2009, we met our cash flow needs primarily from a mix of internal sources supplemented with net borrowings of
$57 million, of which $102 million represented notes issued by Tampa Electric Company. Cash from operations was $725
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million. Other sources of cash included $32 million of proceeds from the sale of businesses, primarily the sale of our
ownership interest in the Guatemalan telecommunications provider, Navega, $5 million from the sale of common stock,
primarily through dividend reinvestment, and $16 million from the sale of student loan securities and other investments. We
paid dividends of $171 million in 2009, and capital expenditures were $640 million.

In 2008, we met our cash needs primarily from a mix of internal sources and cash on hand at the beginning of the year,
including cash held offshore which was repatriated in December 2008. We supplemented this with net borrowings of $102
million, of which $68 million represented borrowings under bank credit facilities. Cash from operations was $388 million in
2008.

Cash from Operations

In 2010, consolidated cash flow from operations was $664 million, which was positively impacted by $55 million
associated with net recoveries of deferred costs, primarily fuel and purchased power, under FPSC-approved recovery clauses.
Cash from operations reflects an $81 million contribution to the pension plans in 2010, which included a $47 million pre-
funding of our 2011 required contribution. Cash from operations also reflects the benefit of our tax NOL position, which
resulted in minimal cash payments for state and federal income taxes (see the Income Tax section).

We expect cash from operations in 2011 to be higher than the 2010 level. We expect higher net income in 2011, but
due to the over-recovery of fuel and purchased power costs in 2010, we expect the net recoveries under various regulatory
clauses to reduce cash from operations. In November 2010, the FPSC approved recovery clause rates that provide for refunds
to customers of estimated 2010 net over-recoveries of fuel and purchased power over 12 months beginning Jan. 1, 2011 (see
the Regulation section). Like 2010, we expect our NOL carryforwards to result in minimal state and federal income tax
payments in 2011 (see the Income Tax section).

Cash from Investing Activities

Our investing activities in 2010 resulted in a net use of cash of $296 million, including capital expenditures totaling
$490 million. In 2010 we received $183 million representing the proceeds from the sale of businesses and other assets,
primarily the sale of our ownership interest in DECA II.

We expect capital spending for the next several years to be below 2010 levels primarily due to the completion of the
SeaCoast Gas Transmission, LLC (SeaCoast LLC) intrastate pipeline and the NO, control projects at Tampa Electric (see the
Capital Expenditures section).

Cash from Financing Activities

Our financing activities in 2010 resulted in a net use of cash of $347 million. Major items included the net repayment
of $189 million of TECO Parent and TECO Finance long-term debt, $75 million of proceeds from Tampa Electric
Company’s remarketing of tax-exempt notes previously held in lieu of redemption, and the repayment of $43 million of
short-term debt (see the Financing section). We paid $175 million in common stock dividends, and we received almost $8
million from the sale of common stock from our dividend reinvestment program and exercises of stock options.

In 2011, Tampa Electric Company expects to utilize internally generated funds, equity contributions from TECO
Energy, and short-term borrowings under its credit facilities to support its capital spending program and for normal working
capital fluctuations. We have $64 million of TECO Energy parent and TECO Finance notes maturing in 2011 which we
expect to retire at maturity. See the Cash and Liquidity Outlook section below for a discussion of financing expectations in
2011 and beyond.

Cash and Liquidity Outlook

In general, we target to maintain consolidated liquidity (unrestricted cash on hand plus undrawn credit facilities) of at
least $500 million. At Dec. 31, 2010 our consolidated liquidity was $738 million, consisting of $466 million at Tampa
Electric Company, $233 million at TECO Energy parent and $39 million at the other operating companies.

We expect our sources of cash in 2011 to include cash from operations at levels above 2010, due in large part to higher
net income from the operating companies and lower pension contributions, due to prefunding the expected 2011 contribution
in 2010, partially offset by lower net recoveries under various regulatory clauses in 2011 as described above. We plan to use
cash generated in 2011 to fund capital spending estimated at $440 million, for dividends to shareholders and to retire
maturing debt.
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Tampa Electric Company expects to utilize cash from operations and equity contributions from TECO Energy to
support its capital spending program, supplemented with minimal incremental utilization of its credit facilities. Our credit
facilities contain certain financial covenants (see Covenants in Financing Agreements section). Although we expect the
normal utilization of our credit facilities to be low, we estimate that we could fully utilize the total available capacity under
our facilities in 2011 and remain within the covenant restrictions.

Beyond 2011, our long-term debt maturities for TECO Energy parent and TECO Finance total $200 million in 2015,
$250 million in 2016, $300 million in 2017 and $300 million in 2020. Tampa Electric Company has two series of notes
totaling $372 million maturing in 2012 and will need to issue replacement debt to fund some or all of those maturities. The
existing bank credit facilities for both Tampa Electric Company and TECO Energy/TECO Finance expire in 2012. We expect
to renew these facilities in late 2011 under similar terms, but at higher cost.

Our expected cash flow could be affected by variables discussed in the individual operating company sections, such as
customer growth and usage changes at our regulated businesses, and coal margins. In addition, actual fuel and other
regulatory clause net recoveries will typically vary from those forecasted; however, the differences are generally recovered
within the next calendar year, It is possible, however, that unforeseen cash requirements and/or shortfalls, or higher capital
spending requirements could cause us to fall short of our liquidity target (see the Risk Factors section).

TECO Energy expects to continue to make equity contributions to Tampa Electric Company in order to support the
capital structure and financial integrity of the utilities. Tampa Electric Company expects to fund its capital needs with a
combination of internally generated cash and equity contributions from us. Through 2015, we expect to realize significant
cash benefits from the utilization of net operating loss carryforwards generated in 2004 and 2005 upon the disposition of
merchant power assets to reduce federal and certain state income taxes. We currently project cash tax payments between $30
and $35 million over the next five years.

As a result of our significant reduction of parent debt, and reduced business risk, we have improved our debt credit
ratings and ratings outlooks (see Credit Ratings section). It is our intention to continue to improve our financial profile, with
a goal of achieving additional ratings improvements. In the unlikely event Tampa Electric Company’s ratings were
downgraded to below investment grade counterparties to our derivative instruments could request immediate payment or full
collateralization of net liability positions. If the credit risk-related contingent features underlying these derivative instruments
were triggered as of Dec. 31, 2010, we could have been required to post additional collateral or settle existing positions with
counterparties totaling $29.7 million, which are Tampa Electric Company positions. In addition, credit provisions in long-
term gas transportation agreements of Tampa Electric and PGS would give the transportation providers the right to demand
collateral which we estimate to be approximately $64.4 million. None of our credit facilities or financing agreements have
ratings downgrade covenants, which would require immediate repayment or collateralization; however, in the event of a
downgrade, our interest expense could be higher.

SHORT-TERM BORROWING
Credit Facilities
At Dec. 31, 2010 and 2009, the following credit facilities and related borrowings existed:

Dec. 31, 2010 Dec. 31, 2009
Letters of Letters of
Credit Borrowings Credit Credit Borrowings Credit

(millions) Facilities Outstanding Qutstanding Facilities Outstanding Ouistanding
Tampa Electric

S-year TACHItY .ocooveiiiecirccnicrinrrere e $ 325¢ % 508 0. $§ 325. % 550 % 0.

1-year accounts receivable facility .....occcceeneene.. 150. 7. — 1501 e —
TECO Finance :

S-year facility vvvenvecnrncerrcciee i rce e 200. e 6. 200.¢ — .
TOtaLe e e e res e e ce e nne $ 6754 8% 120 8§ 7. % 675. % 55.0 % 7.

(1) Borrowings outstanding are reported as notes payable.

These credit facilities, including the one-year accounts receivable facility which was renewed in February 2011, require
commitment fees ranging from 7.0 to 35.0 basis points. The weighted average interest rates on outstanding notes payable
under the credit facilities at Dec. 31, 2010 and 2009 were 0.64% and 0.66%, respectively.
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At Dec. 31, 2010, TECO Finance had a $200 million bank credit facility in place guaranteed by TECO Energy with a
maturity date in May 2012, Tampa Electric Company had a bank credit facility totaling $325 million, also maturing in May
2012. In addition, Tampa Electric Company had a $150 million accounts receivable securitized borrowing facility which was
renewed in February 2011 with a maturity date of February 2012. The TECO Finance and Tampa Electric Company bank
credit facilities include sub-limits for letters of credit of $200 million and $50 million, respectively. At Dec. 31, 2010, the
TECO Finance credit facility was undrawn and $6.7 million of letters of credit were outstanding. At Dec. 31, 2010, $12.0
million was drawn on the Tampa Electric Company credit facilities and $0.7 million of letters of credit were outstanding.

2010 Credit Facility Utilization

Maximum drawn Minimum drawn Average drawn Average
(millions) amount amount amount interest rate
TECO Finance $ 35.0 -— % 3.0 0.85%
Tampa Electric $ 102.0 — 3 26.3 0.71%

At current ratings, TECO Finance’s and Tampa Electric Company’s bank credit facilities require commitment fees of
12.5 basis points and 7.0 basis points, respectively, and drawn amounts are charged interest at LIBOR plus 55.0 — 60.0 basis
points and 35.0 — 40.0 basis points, respectively. At Dec. 31, 2010, the LIBOR interest rate was 0.26%.

Tampa Electric Company and TEC Receivables Corp. (TRC), a wholly-owned subsidiary of Tampa Electric Company,
have a $150 million accounts receivable collateralized borrowing facility. Under this facility, Tampa Electric Company sells
and/or contributes to TRC all of its receivables for the sale of electricity or gas to its customers and related rights. The
receivables are sold by Tampa Electric Company to TRC at a discount, which was initially 2%. The discount is subject to
adjustment for future sales to reflect changes in prevailing interest rates and collection experience. TRC is consolidated in the
financial statements of Tampa Electric Company and TECO Energy.

Under a Loan and Servicing Agreement, TRC may borrow up to $150 million to fund its acquisition of the receivables
under the facility, and TRC secures such borrowings with a pledge of all of its assets, including the receivables. Tampa
Electric Company acts as the servicer to service the collection of the receivables. TRC pays program and liquidity fees based
on Tampa Electric Company’s credit ratings, which total 70 basis points at its current ratings under its renewed facility.
Interest rates on the borrowings are based on prevailing asset-backed commercial paper rates, unless such rates are not
available from conduit lenders, or under certain circumstances upon a change of accounting rules applicable to the 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 deposit rate (if available) plus a
margin. The facility includes the following financial covenants: (1) at each quarter-end, Tampa Electric Company’s debi-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 Financing Agreements section). Tampa Electric Company renewed this facility
Feb. 18,2011 with a Feb. 17, 2012 maturity date (see Note 25 to the TECO Energy Consolidated Financial Statements).

Covenants in Financing Agreements

In order to utilize their respective bank credit facilities, TECO Energy, TECO Finance and Tampa Electric Company
must meet certain financial tests as defined in the applicable agreements (see the Credit Facilities 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, 2010, 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, 2010. Reference is made to the specific
agreements and instruments for more details.
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TECO Energy Significant Financial Covenants

(millions, unless otherwise indicated)

Calculation
at Dec.
Instrument Financial Covenant™® Requirement/Restriction 31,2010
Tampa Electric Company
Credit facility®.....covvrcvvrsrrcenrerenens Debt/capital Cannot exceed 65% 49.1%
Accounts receivable credit facility® ..... Debt/capital Cannot exceed 65% 49.1%
6.25% SENIOT NOES.e..cvvverreerecrircmirernns 49.1%
Debt/capital Cannot exceed 60% $0 liens
Limit on liens® Cannot exceed $700 outstanding
Insurance agreement relating to certain Cannot exceed $441 (7.5% of net ~ $0 liens
pollution bonds.......eccvvrervririrecrenns Limit on liens® assets) outstanding
TECO Energy/TECO Finance
Credit factlity®.....cccovvcenmrceirerninerierennas EBITDA/interest® Minimum of 2.6 times 4.6 times
TECO Energy 6.75% notes and TECO
Finance 6.75% notes ......c.coeevvecveennnne Restrictions on secured debt® (6) 6)

{1)  As defined in each applicable instrument.

(2) See Note 6 to the TECO Energy Consolidated Financial Statements for a description of the credit facilities.

(3) Ifthe limitation on liens is exceeded the company is required to 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 Dec. 31, 2010

Standard & Poor's Moody’s Fitch
Tampa Electric Company BBB Baal BBB+
TECO Energy/TECO Finance BBB- Baa3 BBB-

On Oct. 22, 2010, Fitch Ratings placed TECO Energy, TECO Finance and Tampa Electric Company on Rating Watch
Positive following the announcement of the sale of DECA 11 (see TECO Guatemala section). The Rating Watch Positive
reflects Fitch’s expectation that previously anticipated parent level debt reduction would be accelerated by the DECA Il sale
and the use of the resulting cash proceeds to retire parent level debt (see the Financing Activities section). This followed
Fitch’s revision of the long-term Rating Outlook to positive on Jun. 25, 2010.

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. Our access to capital markets and cost of financing, including the
applicability of restrictive financial covenants, are influenced by the ratings of our securities. In addition, certain of Tampa
Electric Company’s derivative instruments contain provisions that require Tampa Electric Company’s debt to maintain an
investment grade credit ratings. See Note 12 to the TECO Energy Consolidated Financial Statements. The credit ratings
listed above are included in this report in order to provide information that may be relevant to these matters and because
downgrades, if any, in credit ratings may affect our ability to borrow and may increase financing costs, which may decrease
carnings (see the Risk Factors section). These credit ratings are not necessarily applicable to any particular security that we
may offer and therefore should not be relied upon for making a decision to buy, sell or hold any of our securities.

61

71




TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED: SEPTEMBER 2, 2011

Summary of Contractual Obligations

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

Contractual Cash Obligations at Dec. 31,2010

Payments Due by Period

(millions) Total 2011 2012 2013 22?:!45 After 2015
Long-term debt

RECOUISE wirerirrreeceeeeeierrecriiecrssseniseessesensenssesessessessnesesssesssnne $ 3,184 % 67.1% 3750 %8 607 % 366 $ 2,315.(
NON-FECOUISE P . iiirireririrerreecms e crrarnraneesesenses e csresensanesens 44, 11.2 11.2 11.2 1.1 e
Operating leases/rentals ™. ...cooeciecnmrecnecninnnervvennecnns 117 17.2 14.3 12.€ 23.8 50.¢
Net purchase obligations/commitments ® ......c..cooeevvvennan 2017 74.4 40.5 30.8 56.2 0.
Interest payment obligations . 1,871.( 1794 172.¢ 160.1 279.€ 1,079.¢
Pension plans @ ...coccevviccnnnens 171 . 35.7 47.1 88.¢ —
Total contractual obHZations .....cceceevciivirrnniensenreneccennnes $ 55907 % 3494 % 6493 % 3216 § 825.0 % 3,445«

(1) Includes debt at TECO Energy, TECO Finance, Tampa Electric, PGS and the other operating companies (see Note 7 to
the TECO Energy Consolidated Financial Statements for a list of long-term debt and the respective due dates).

(2) Reflects non-recourse project debt of the San José power project.

(3) Excludes payment obligations under contractual agreements of Tampa Electric and PGS for fuel, fuel transportation
and power purchases which are recovered from customers under regulatory clauses approved by the FPSC annually
(see the Regulation section). One of these agreements, in accordance with the accounting guidance for determining
whether an arrangement contains a lease, has been determined to contain a lease (see Note 12 to the TECO Energy
Consolidated Financial Statements)

(4) Reflects those contractual obligations and commitments considered material to the respective operating companies,
individually. At the end of 2010, these commitments include Tampa Eleciric’s outstanding commitments for major
projects and long-term capitalized maintenance agreements for its combustion turbines.

(5) The total includes the estimated minimum required contributions to the qualified pension plan as of the measurement
date. Future contributions are included but they are subject to annual valuation reviews, which may vary significantly
due to changes in interest rates, discount rate assumptions, plan asset performance, which is affected by stock market
performance, and other factors (see Liquidity, Capital Resources section and Note 5 to the TECO Energy
Consolidated Financial Statements).

Summary of Contingent Obligations

The following table summarizes the letters of credit and guarantees outstanding that are not included in the Contractual Cash
Obligations table above and not otherwise included in our Consolidated Financial Statements.

Contingent Obligations at Dec. 31, 2010

Commitment Expiration

2014 - After

(millions) Total 2011 2013 2013 2015 2015
Letters 0f CIEGicvrrvivurveresierensreannecrenrenermsssessnsninsaes 58 74% — § — § — § — § 74
GUATADLEES «vveerivnsrcemserer ottt s rsssssesns Fuel purchase _
@ 129.7 — — — —_— 129.7
Other 54 — — —_ — 5.4
Total contingent obligations ........coeevvrceicererecsrnrersenns $ 1425%$ — § — 8§ — § — § 1425

(1) These letters of credit and guarantees renew annually and are shown on the basis that they will continue to renew
beyond 2015.
(2) The amounts shown are the maximum theoretical amounts guaranteed under current agreements.
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Capital Expenditures

Actual Forecast

2013 ~ 2011 - 2015
(millions) 2010 2011 2012 2015 Total
Tampa Electric
TrANSINISSION 1.veviviariecirsetsservrsesersasersssersesrssriostersosssnvssessasssertesosarronns $§ 4% 458 A4S 9 % 17
Distribution ..... 9( 9( 9(C 29¢ 47
Generation... 135 132 14( 36( 63.
Other..eeieeeereecnnias 2( 3¢ 3z 11 18
NO, cONLTOl POJECES . cvvveraiririincrei ittt esirs et e vecan st tssenarersesassneen 1¢ — — — —
Other environMENtAl........ccoveniinri e cesaie s eerisesascessessressnness N 25 4( 4 I
Tampa Electric 101al...c..oooiiiiiriece i srtenesevrne e esn s rers e nsnsenes 30¢ 328 343 90 1.57
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(1) Represents the capital expenditures of TECO Coal, SeaCoast LLC and the consolidated operations of TECO
Guatemala.

TECO Energy’s 2010 capital expenditures of $490 million included $330 million at Tampa Electric, including $3
million of AFUDC — debt and equity, and $25 million of amounts paid in 2010 but incurred in a prior period. Capital
expenditures at PGS were $60 million in 2010. Tampa Electric’s capital expenditures in 2010 were primarily for equipment
and facilities to meet modest customer growth, generating equipment maintenance, environmental compliance, and
completion of the final NO, control project (see the Environmental Compliance section). Capital expenditures for PGS were
approximately $30 million for system expansion and approximately $30 million for maintenance of the existing system.
TECO Coal’s capital expenditures included $30 million primarily for normal mining equipment replacement, and $20 million
for new mine development. SeaCoast LLC invested approximately $50 million for the construction of the SeaCoast LLC
natural gas pipeline in northeast Florida, which was completed in late 2010. SeaCoast LLC, an indirect wholly-owned
Subsidiary of TECO Energy, owns a 24 mile intrastate natural gas pipeline in northeast Florida that began serving the
Jacksonville Electric Authority Greenland Energy Center in late 2010 under a long-term contract. Currently the Greenland
Energy Center is the sole customer of SeaCoast LLC; however, we are seeking other customers for the existing capacity on
this pipeline.

TECO Energy estimates capital spending for ongoing operations to be $440 million for 2011 and approximately $1.7
billion during the 2012 — 2015 period.

For 2011, Tampa Electric expects to spend $325 million. For the transmission and distribution systems Tampa Electric
expects to spend $135 million in 2011, including approximately $90 million for normal transmission and distribution system
expansion and reliability, and $30 million for transmission and distribution system storm hardening. Capital expenditures for
the existing generating facilities of $135 million include approximately $25 million for repair and refurbishments of
combustion turbines under long-term agreements with equipment manufacturers, approximately $50 million for generating
unit outages, $15 million for a reclaimed water pipeline to eliminate ground water usage at the Polk Power Station, and $45
million for other improvements and refurbishments to generating units. In addition, Tampa Electric expects to spend $25
million for environmental compliance programs in 2011.

In the 2012 — 2015 period, Tampa Electric expects to spend $35 million for the completion of the reclaimed water
pipeline project at the Polk Power Station. Capital spending for environmental compliance is expected to average
approximately $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 2012 — 2015 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 transmission and distribution system upgrades which will occur over the forecast period.
These programs and requirements include: approximately $20 million annually for repair and refurbishments of combustion
turbines under long-term agreements with equipment manufacturers; average annual expenditures of more than $90 million
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to support generating unit availability and reliability; average annual expenditures of $35 million for general infrastructure to
support customers; average annual expenditures of more than $25 million for transmission and distribution system storm
hardening; approximately $30 million annually for transmission system reliability and capacity improvements; and an
average of approximately $85 million annually for distribution system reliability and to meet the expected customer growth.

Capital expenditures for PGS are expected to be about $60 million in 2011 and $240 million during the 2012 — 2015
period. Included in these amounts is an average of approximately $35 million annually for projects associated with customer
growth and system expansion. The remainder represents capital expenditures for ongoing renewal, replacement and system
safety.

The unregulated companies expect to invest $55 million in 2011 and $215 million during the 2012 ~ 2015 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 at TECO Coal, and
capital to support generating unit reliability at TECO Guatemala.

Tampa Electric — Generating Capacity Additions

In 2009, Tampa Electric completed the construction of five peaking capacity combustion turbines at the Bayside and
Big Bend power stations. These units were used to meet the summer peak demand requirements in 2009 and the new winter
peak experienced in January 2010. One combustion turbine at each of the facilities is configured to meet the North American
Electric Reliability Council (NERC) black start requirements for system reliability.

Due to the 2008 and 2009 financial crisis and the slowdown in the Florida and national economies, Tampa Electric has
deferred new baseload capacity until beyond the 2015 forecast period. Tampa Electric may require peaking capacity in the
2013 period, after the expiration of the purchased power agreement with the Hardee Power Station in Central Florida. If
demand growth resumes and additional generating 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.

If the U.S. Congress or the Florida Legislature enacted a national or Florida Renewable Energy Portfolio Standard
(RPS), the need for additional capital spending for renewable gencrating resources to meet the requirements of a RPS is
likely but not yet defined (see the Environmental Compliance section). Depending on the final federal or state rules, which
may be enacted in 2011, Tampa Electric may need to invest capital to develop additional sources of renewable power
generation.

The forecast of capital expenditures shown above are based on our current estimates and assumptions for normal
maintenance capital at the operating companies; capital expenditures to support normal system reliability and growth at
Tampa Electric and PGS; the programs for transmission and distribution system storm hardening and transmission system
reliability requirements; and incremental investments above normal maintenance capital to expand the PGS system and
production capacity at TECO Coal. Actual capital expenditures could vary materially from these estimates due to changes in
costs for materials or labor or changes in plans {see the Risk Factors section).

Financing Activity

Our year-end 2010 consolidated capital structure was 60% debt and 40% common equity. The debt-to-total-capital
ratio has improved significantly over the past four years, primarily due to the repayment of more than $900 million of parent
and parent guaranteed debt, consisting of $765 million in 2007 and a net $189 million in 2010, as well as the increase in
retained earnings. At Dec. 31, 2010, Tampa Electric Company’s year-end capital structure was 49% debt and 51% common

equity.
In 2010, we raised $3.6 million of equity primarily through our dividend reinvestment plan,

In December 2010, Tampa Electric Company completed an exchange offer (the Exchange Offer) which resulted in the
exchange of $278.5 million principal amount of Tampa Electric Company notes for $278.5 million principal amount of
Tampa Electric Company 5.40% Notes due 2021, The Exchange Offer resulted in the exchange of $131.5 million principal
amount of Tampa Electric Company 6.875% Notes due 2012 and $147.0 million principal amount of Tampa Electric
Company 6.375% Notes due 2012 for $278.5 million principal amount of Tampa Electric Company 5.40% Notes due 2021.
Afier the Exchange Offer, $118.5 million principal amount of Tampa Electric Company 6.875% Notes due 2012 and $253.0
million principal amount of Tampa Electric Company 6.375% Notes due 2012 remain outstanding.
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In December 2010, TECO Energy and TECO Finance redeemed $73.2 million and $163.1 million, respectively, of
7.0% notes due May 1, 2012, The redemption price was equal to $1,089.73 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, a $13.2
million charge for premiums and fees was recorded at TECO Energy Parent & other (see the 2010 Reconciliation of GAAP
net income from continuing operations to nen-GAAP results table).

In November 2010, the Polk County Industrial Development Authority (PCIDA) issued $75.0 million Solid Waste
Disposal Revenue Refunding Bonds (Tampa Electric Company Project), Series 2010, in a term-rate mode pursuant to the
terms of the Loan and Trust Agreement governing those bonds. Proceeds of the bonds were used to redeem $75.0 million
PCIDA Solid Waste Disposal Revenue Refunding Bonds (Tampa Electric Company Project), Series 2007 bonds, which
previously had been in auction rate mode and were held by Tampa Electric Company since Mar. 26, 2008. The Series 2010
bonds bear interest at 1.50% per annum and are subject to mandatory tender for purchase on Mar. 1, 2011. Tampa Electric
Company entered into a Loan and Trust Agreement with the PCIDA, as issuer, and The Bank of New York Trust Company,
N.A., as trustee, in connection with the issuance of the Series 2010 Bonds. Tampa Electric Company is responsible for
payment of the interest and principal associated with the bonds.

On Mar. 26, 2008, Tampa Electric Company purchased in lieu of redemption $75.0 million PCIDA Solid Waste
Disposal Revenue Refunding Bonds (Tampa Electric Company Project), Series 2007 and $20 million Hillsborough County
Industrial Development Authority (HCIDA) Pollution Control Revenue Refunding Bonds (Tampa Electric Company
Project), Series 2007C (collectively, the “2007 Bonds™). After the Nov. 15, 2010 issuance of the Series 2010 PCIDA Bonds,
$20 million of bonds purchased in lieu of redemption were held by the trustee at the direction of Tampa Electric Company as
of Dec. 31, 2010 (the “Held Bonds”) to provide an opportunity to evaluate refinancing alternatives. The Held Bonds
effectively offset the outstanding debt balances and are presented net on the balance sheet.

In April 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, a $4.1 million charge for premiums and
fees was recorded at TECO Energy Parent & other (see the 2010 Reconciliation of GAAP net income from continuing
operations to non-GAAP results table).

In April 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.

In March, 2010, TECO Energy and TECQ Finance completed debt tender offers which resulted in the purchase of $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: $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 this transaction, a $16.2 million charge for premiums and fees was recorded at TECO Energy Parent & other
(see the 2010 Reconciliation of GAAP net income from continuing operations to non-GAAP results table).

In March 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.

The offering resulted in net proceeds to TECO Finance (after deducting underwriting discounts and commissions and
estimated offering expenses) of $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” described above) and to fund the redemptions of the TECO Energy Floating Rate Notes due 2010 and 7.20%
Notes due 2011 in April 2010,

In July 2009, Tampa Electric Company completed an offcring 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 $102.0 million. Net proceeds were used to
repay short-term debt and for general corporate purposes.
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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
TCAE and CGESJ projects in Guatemala, The consolidation resulted in a net $44.4 million increase of non-recourse debt.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The preparation of consolidated financial statements requires management to make various estimates and assumptions
that affect revenues, expenses, assets, liabilities, and the disclosure of contingencies. The policies and estimates identified
below are, in the view of management, the more significant accounting policies and estimates used in the preparation of our
consolidated financial statemenits. These estimates and assumptions are based on historical experience and on various other
factors that are believed to be reasonable under the circumstances, the results of which form the basis for making judgments
about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may differ
from these estimates and judgments under different assumptions or conditions. See Note 1 to the TECO Energy
Consolidated Financial Statements for a 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 treatment of items, such as depreciation for
financial statement and tax purposes. These differences are reported as deferred taxes measured 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 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
allowance is recorded to report the balance at the amount expected to be realized.

At Dec. 31, 2010, we had net deferred income tax assets of $57.3 million, attributable primarily to property-related
items, alternative minimum tax credit carryforwards, operating loss carryforwards, foreign tax credits and a valuation
allowance. Based primarily on historical income levels and the company’s expectations for steady future earnings growth,
management has determined that the net deferred tax assets recorded at Dec. 31, 2010 will be realized in future periods.

We believe that the accounting estimate related to deferred income taxes, and any related valuation allowance, is a
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 Consolidated Financial
Statements).

The Financial Accounting Standards Board (FASB) has guidance that prescribes a recognition threshold and
measurement attribute for financial statement recognition and measurement of a tax position taken or expected to be taken in
a tax return, and also provides guidance on derecognition, classification, interest and penalties, accounting in interim periods,
disclosure, and transition, See further discussion of uncertainty in income taxes in Note 4 to the TECO Energy
Consolidated Financial Statements.

Employee Postretirement Benefits

We sponsor a defined benefit pension plan (pension plan) that covers substantially all of our employees. In addition, we
have unfunded non-qualified, non-contributory supplemental exccutive retirement benefit plans available to certain members
of senior management. Several statistical and other factors, which attempt 1o anticipate future events, are used in calculating
the expense and liability related to these plans. Key factors include assumptions about the expected 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 consultants. We consider market conditions, including changes in investment returns and interest rates, in making
these assumptions.

We believe that the accounting related to employee postretirement benefits is a critical accounting estimate for the
following reasons: 1) a change in the estimated benefit obligation could have a material impact on reported assets,
accumulated other comprehensive income and results of operations; and 2) changes in assumptions could change our annual
pension funding requirements, having a significant impact on our annual cash requirements.

66

76




TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED: SEPTEMBER 2, 2011

Pension plan assets (plan assets} are 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-quality (AA-rated, non-callable) corporate bonds to the
company’s projected cash flows for the pension plan to develop a present value that is converted to a discount rate
assumption, which is subject to change each year. The compensation increase assumption was based on the same underlying
expectation of long-term inflation together with assumptions regarding real growth in wages and company-specific merit and
promotion increases. Holding all other assumptions constant, a 1% decrease in the assumed rate of return on plan assets
would have decreased 2010 net income by approximately $4.4 million. Likewise, a 1% decrease in the discount rate
assumption would have resulted in an approximately $5.3 million decrease in 2010 net income. For 2011, a 1% decrease in
the discount rate assumption would result in an approximately $3.2 million increase in the expected pension cost. A 1%
decrease in the assumed rate of return on plan assets would result in an approximately $5.0 million increase in expected
pension cost.

Unrecognized actuarial gains and losses are being recognized over a period of up to 9 years, which represents the
expected remaining service life of the employee group. Unrecognized actuarial gains and losses arise from several factors
including experience and assumption changes in the obligations and from the difference between expected refurn and actual
returns on plan 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 actuaries 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 insurance benefits for substantially all
employees retiring after age 50 who meet certain service requirements. In March 2010, the Patient Protection and
Affordability Care Act and a companion bill, the Health Care and Education Reconciliation Act, combined the Health Care
Reform Acts, were signed into law. Among other things, both 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.

Additionally, the Health Care Reform Acts contain other provisions that may impact TECO Energy’s obligation for
retiree medical benefits. In particular, the Health Care Reform Acts include a provision that imposes an excise tax on certain
high-cost plans beginning in 2018, whereby premiums paid over a prescribed threshold will be taxed at a 40% rate. TECO
Encrgy does not currently believe the excise tax or other provisions of the Health Care Reform Acts will materially increase
its postretirement benefit obligation. Accordingly, a re-measurement of TECO Energy’s postretirement benefit obligation is
not required at this time. However, TECO Energy will continue to monitor and assess the impact of the Health Care Reform
Acts, including any clarifying regulations issued to address how the provisions are to be implemented, on its future results of
operations, cash flows or financial position.

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. In 2009 we ¢lected to begin determining 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 trend rate, we consider our actual health care cost experience, future benefit structures,
industry trends, and advice from our outside actuaries. We assume that the relative increase in health care cost will trend
downward over the next several years, reflecting assumed increases in efficiency in the health care system and industry-wide
cost containment initiatives. In December 2003, the Medicare Prescription Drug, Improvement and Modernization Act of
2003 (MMA) was enacted. MMA established a prescription drug benefit under Medicare, known as Medicare Part D, and a
federal subsidy to sponsors of retiree health 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 as 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 subsidy reduced the accumulated postretirement benefit obligations
(APBO) at Dec. 31, 2010 by $35.3 million and increased net income for 2010 by $1.8 million. In 2010, we filed for and
received a Part D subsidy of $0.8 million for the first three quarters of 2010. Payments for the fourth quarter of 2010 have not
been received yet. The Health Care Reform Acts eliminated the tax-free status of those subsidies beginning in 2013.
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The assumed health care cost trend rate for medical costs was 8.0% in 2010 and decreases to 4.50% in 2023 and
thereafter. A 1% increase in the health care trend rates would have produced a 3.1% increase in the aggregate service and
interest cost for 2010, which would have decreased net income $0.5 million, and a 3.8% increase in the accumulated
postretirement benefit obligation as of Dec. 31, 2010, the measurement date.

A 1% decrease in the health care trend rates would have produced a 3.2% decrease in the aggregate service and interest
cost for 2010, which would have increased net income $0.4 million, and a 3.2% decrease in the accumulated postretirement
benefit obligation as of Dec. 31, 2010, the measurement date.

The actuarial 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.

See the discussion of employee postretirement benefits in Note 5 to the TECO Energy Consolidated Financial
Statements.

Evaluation of Assets for Impairment
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 any gradual change over the year and the
seasonality of the markets are considered when determining which assets require an impairment analysis. We believe the
accounting estimates related to asset impairments are critical estimates for the following reasons: ) the estimates are highly
susceptible to change, as 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 recoverable amounts are based on a combination of historical
experience, fundamental economic analysis, observable market activity and independent market studies. Qur expectations
regarding uses and holding periods of assets are based on internal long-term budgets and projections, which give
consideration to external factors and market forces, as of the end of each reporting period. The assumptions made are
consistent with'generally accepted industry approaches and assumptions used for valuation and pricing activities.

At Dec. 31, 2010, there were no indications of impairment for any of the company’s long-lived assets.

Goodwill

Under the accounting guidance for goodwill, goodwill is not subject to amortization. Rather, goodwill is subject to an
annual (or more frequently if events and circumstances indicate a possible impairment) 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.

At Dec. 31, 2010, the company had $55.4 million of goodwill on its balance sheet, which is reflected in the TECO
Guatemala segment. This goodwill balance arose from the purchase of multiple entitics as a result of the company’s
investments in its San José and Alborada power plants ($52.3 million and $3.1 million, respectively). Since these two
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. At
Dec. 31, 2010, there was no impairment of this goodwill.

Regulatory 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 Commission (FERC). As a result, the regulated
utilities qualify for the application of accounting guidance for certain types of regulation. This guidance recognizes that the
actions of a regulator can provide reasonable assurance of the existence of an asset or liability. Regulatory assets and
liabilities arise as a result of a difference between generally accepted accounting principles and the accounting principles
imposed by the regulatory authorities. Regulatory assets generally represent incurred costs that have been deferred, as their
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future recovery in customer rates is probable. Regulatory liabilities generally represent obligations to make refunds to
customers from previous collections for costs that are not likely to be incurred.

As aresult of regulatory treatment and corresponding accounting treatment, we expect that the impact on utility costs
and required investment associated with future changes in environmental regulations would create regulatory assets. Current
regulation in Florida allows utility companies to recover from customers prudently incurred costs (including, for required
capital investments, depreciation and a return on invested capital) for compliance with new environmental regulations
through the ECRC (see the Environmental Compliance and Regulation 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 regulated 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 continue to have an impact on the recovery of costs, the rate earned on invested capital and the timing and amount
of assets to be recovered by rates. We believe the application 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 Netes 1 and 3 to the TECO Encrgy Consolidated Financial Statements).

RECENTLY ISSUED ACCOUNTING STANDARDS
Disclosures about the Credit Quality of Financing Receivables and the Allowance for Credit Losses

In July 2010, the Financial Accounting Standards Board (FASB) issued guidance requiring improved disclosures about
the credit quality of a company’s financing receivables and their associated credit reserves. The guidance is effective for
interim and annual periods that end after Dec. 15, 2010. This guidance did not have any effect on the company’s results of
operations, statement of position or cash flows.

Subsequent Events

In February 2010, the 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.

INFLATION

The effects of general inflation on our results have not been significant for the past several years, The annual average
rate of inflation, as measured by the Consumer Price Index (CPI-U)}, all items, all urban consumers, as reported by the U.S.
Department of Labor, was 1.5%, 2.7% and 3.8% in 2010, 2009 and 2008, respectively. The current economic situation and
the state of the economic recovery cause the outlook for 2011 to be stronger than 2010. Reports published by the Federal
Reserve Bank of Atlanta indicate that CPI-U is expected to rise 1.7% in 2011.

ENVIRONMENTAL COMPLIANCE
Environmental Matters

Among our companies, Tampa Electric has the most significant number of stationary sources with air emissions
regulated by the Clean Air Act, material Clean Water Act implications, and that may be impacted by possible federal and
state legislative initiatives. Tampa Electric has undertaken major steps to dramatically reduce its air emissions through a
series of voluntary actions, including technology selection (e.g., IGCC and conversion of coal-fired units to natural-gas fired
combined cycle); implementation of a responsible fuel mix taking into account price and reliability impacts to its customers;
a substantial capital expenditure program to add Best Available Control Technology (BACT) emissions controls;
implementation of additional controls to accomplish early reductions of certain emissions; and enhanced controls and
monitoring systems for cerfain pollutants. Together, 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.
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Air Quality Control
Consent Decree

Tampa Electric, through voluntary negotiations with the U.S. Environmental Protection Agency (EPA), the U.S.
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 Judgment, which became effective Dec. 6, 1999, as settlement of
federal and state litigation. Pursuant to these agreements, allegations of violations of New Source Review requirements of the
Clean Air Act were resolved, a provision was made for environmental controls and pollution reductions, and Tampa Electric
implemented 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 tor 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 as the H. L. Culbreath Bayside Power Station (Bayside
Power Station}, in 2003 and 2004. Upon completion of the conversion, the station capacity was approximately 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 NQ, reduction technology selection and decided to install SCR systems for NO,
control on the four coal-fired Big Bend units. The units were reported in-service in May 2007, June 2008, May 2009 and May
2010.

The FPSC has determined that it is appropriate for Tampa Electric to recover the operating costs of and earn 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
Environmental Cost Recovery Clause (ECRC see the Regulation section). Cost recovery for the SCRs began for each unit in
the year that the unit entered service.

In November 2007, Tampa Electric entered into an agreement with the EPA and DOJ for a Second Amendment to the
Consent Decree. The Second Amendment: 1) establishes a 0,12 [b/MMBtu NO, limit on a 30-day rolling average for Big
Bend Units 1 through 3, which is lower than the original Consent Decree, which had a provision for a limit as high as 0.15
Ib/MMBtu depending on 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 Continuous Emissions
Monitoring System and potentially replace the originally installed 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, and PM emissions from its facilities by 164,000 tons,
63,000 tons and 4,500 tons, respectively.

Reductions in SO, emissions were accomplished through the installation of scrubber systems on Big Bend Units I 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 io allow it to scrub emissions from Big Bend Unit 3 as well. Currently the scrubbers at the Big Bend Power Station are
capable of removing more than 95% of the SO, emissions from the flue gas streams.

The repowering of the Gannon Power Station to the Bayside Power Station has resulted in a significant reduction in
emissions of all pollutant types. With the completion of the final Big Bend SCR in May 2010, the SCR projects resulted in a
total phased reduction of NO, emissions by 63,000 tons per year from 1998 levels.

In total, Tampa Electric’s emission reduction initiatives have resulted in the annual reduction of SO,, NO, and PM
emissions by 94%, 91% and 87% in 2010, respectively, below 1998 levels. With these state-of-the-art improvements in place,
Tampa Electric’s activities have helped to significantly enhance the quality of the air in the community. As a result of all its
completed emission reduction actions, 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 80, and NO,. The federal appeals court reinstated CAIR in December 2008 as an interim solution.

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 environment. Much of the State of Florida is not expected to meet the
current ground-level ozone standards and will most likely be deemed non-attainment. A non-attainment area is an area that
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does not meet National Ambient Air Quality Standards under the Clean Air Act. States not in compliance will establish State
Implementation Plans (SIP). Compliance with a Florida SIP may be accomplished by utilizing existing controls to a greater
extent or installing new control technology to make further reductions. Future power generation expansion in a non-
attainment classification would require purchasing emissions offsets or making reductions in existing Tampa Electric
facilities to generate offsets.

In July 2010, the EPA proposed a new rule, Clean Air Transport Rule (CATR) to replace CAIR. CATR is focused on
reducing SO, and NOy in 31 eastern states and the District of Columbia. Compliance with CATR, which would be measured
at the individual power plant level, would most likely require the additions of scrubbers or SCRs on coal-fired power plants.
In addition, the rule proposes intrastate emissions allowance trading and limited interstate emissions allowance trading to
achieve compliance. The final rules are expected in 2011 with implementation in the 2012 to 2014 time frame. It is likely that
the EPA will propose new ozone and particulate rules and would incorporate them into CATR. All of Tampa Electric’s
conventional coal fired units are already equipped with scrubbers and SCRs, and the Polk Unit 1 IGCC unit removes SO in
the gasification process.

The EPA is under a court order to issue rules in March 2011 to reduce Hazardous Air Pollutants (HAPS). These rules
are expected to reduce mercury, acid gas, organics, and heavy metals emissions and require Maximum Achievable Control
Technology (MACT). The final HAPS MACT rules are expected in late 2011 with implementation in 2014 or 2015. A
potential outcome of the HAPS MACT rule is the retirement of smaller, older coal-fired power plants that do not already
have emissions controls installed. All of Tampa Electric’s conventional coal fired units are already equipped with scrubbers
and SCRs, and the Polk Unit 1 IGCC unit emissions are minimized in the gasification process, therefore Tampa Electric
expects the co-benefits of these control devices to minimize the impact of this rule.

Reductions in mercury emissions have occurred due to the repowering of the Gannon Power Station to the 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 have been achieved from the installation of NOj controls at
Big Bend Power Station, which have led to a reduction of mercury emissions of more than 75% from 1998 levels. 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 1 without additional capital investment.

Carbon Reductions

Tampa Electric has historically supported voluntary efforts to reduce carbon emissions and has taken significant steps
to reduce overall emissions at Tampa Electric’s facilities. Since 1998, Tampa Electric has reduced its system-wide emissions
of CO, by approximately 20%, bringing emissions to near 1990 levels. Tampa Electric expects emissions of CO,to remain
near 1990 levels until the addition of the next baseload unit, which is not expected until after 2014 (see the Tampa Electric
and 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, voluntary annual reporting of greenhouse gas (GHG)
emissions 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 certified the
results thus far, In January 2008, the CCX recognized Tampa Electric for achieving 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
metri¢ tons or more of CO, per year to begin collecting GHG data under a new reporting system on Jan. 1, 2010, with the first
annual report due Mar. 31, 2011. Tampa Electric expects to comply with the mandatory reporting requirement, in large part
utilizing the same methods and procedures utilized for the voluntary activities.

Climate Change

There are pending legislative and regulatory initiatives on the federal and state levels to establish programs that would
require reductions in GHG emissions. While the timing of passage of any federal legislation into law remains uncertain, we
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will participate in the debate in an effort to encourage a comprehensive environmental approach 1o carbon emission
reductions that maintains a reliable energy supply at affordable prices. In order to meet the reduction contemplated, Tampa
Electric could be required to make significant additional capital investments in technologies to reduce GHG that are not yet
commetcially 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 on industry or other entities, the finding will trigger GHG regulation of a variety of sources under the CAA.
Related to utility sources, the EPA’s “tailoring rule” rule, which addresses the GHG emission threshold triggers that would
require permitting review of new and/or major modifications to existing stationary sources of GHG emissions, became
effective Jan. 2, 2011. While this rule does not have an immediate impact on Tampa Electric’s on-going operations, it wiil
factor into any permitting activities for new and modified fossil-fuel fired electric generating units going forward.

At the state level, activities aimed at reducing Florida’s GHG emissions were initiated through the former Governor's
Executive Orders in 2007 and broad energy and climate legislation was passed by the state legislature. However, the process
has since slowed and is likely to be pushed out since the issue has become increasingly active at the federal level.

The company is examining various options relating to its carbon emissions. At this time, Tampa Electric expects to
meet its needs for its next baseload generating capacity with natural gas fired combined-cycle technology, as well as energy
efficiency programs and renewable resources (see the Tampa Electric section). While natural gas has lower carbon
emissions than coal, fuel price changes have the potential to make natural gas generating facilities less economic than coal-
fired facilities. Large-scale fuel switching from coal to natural gas by utilities could increase natural gas prices, which would
reduce 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%, Tampa Electric may emit approximately 19.8 million 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.

Tampa Electric expects that the costs to comply with new environmental regulations would be eligible for recovery
through 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-rate proceeding, but can not predict whether the
FPSC would grant such recovery. Although Tampa Electric’s current coal-based generation has declined to less than 60% of
its output in 2010 from 95% of its output in 2002, due 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 future.

In the case of TECO Guatemala, the coal-fired San José 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 Guatemala, new rules or regulations could require additional capital investments or increase operating costs.

In the case of TECO Coal, it is unclear if the requirements for GHG emissions reductions would directly impact itas a
carbon-based fuel provider or the user. In cither case, these requirements could make the use of coal more expensive or less
desirable, which could impact TECO Coal’s margins and profitability.

Renewable Energy

Renewables are a component of Tampa Eleciric’s environmental portfolio. Tampa Electric’s renewable energy
program offers to sell renewable energy as an option to customers and utilizes energy generated in the state from renewable
sources (¢.g. biomass and solar). To date, 39 million kWh of renewable energy have been produced to support participating
customer requirements.

Tampa Electric has installed 81.7 kilowatts of solar panels to generate electricity from the sun at two schools, Tampa
Electric’s Manatee Viewing Center, the Museum of Science and Industry, Tampa’s Lowry Park Zoo and the Florida
Aquarium, and continues to evaluate opportunities for additional solar panel installations. Tampa Electric’s largest solar
panel array, rated at 23.8 kilowatts, is located at Tampa Electric’s Manatee Viewing Center in Apollo Beach, Florida. The
electricity the photovoltaic array generates, which flows to Tampa Electric’s grid, could offset the carbon dioxide emissions
produced by four typical-size cars in a year. The company continues to evaluate opportunities for additional solar panel
installations. In the area of biomass, which is organic plant material from yard clippings and other vegetation, Tampa Electric
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has tested bahia grass as a fuel to generate electricity at the Polk Power Station, where it was ground and mixed with the
pulverized coal slurry used in the plant’s gasifier.

Despite the emphasis on the use of renewable energy sources, an FPSC study conducted by Navigant Consulting in
2008 indicates that only under the most favorable conditions of high customer incentives, a mature Renewable Energy Credit
(REC) market and a high revenue rate cap would allow utilities to achieve the former Governor’s renewable energy target.
The Navigant study also found that solar photovoltaic power generation and biomass were the most viable sources of
renewable encrgy and that Florida was a poor location for either significant land based wind generation or 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 will have
to be purchased to meet the mandate, rates for customers will grow rapidly and such mandates are not likely to result in
significant quantities of renewable energy sources to be developed in the state. A mandatory renewable energy portfolio
standard could add to Tampa Electric’s costs and adversely affect its operating results.

In Florida, the Executive Orders tasked the FPSC with evaluating a 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 Legislature for ratification, but did
not specify targets and timeframes. Under this direction, the FPSC submitted recommendations for ratification, but ultimately
the Legislature did not ratify the rule in the 2009 session and is not expected to do so going forward. While renewable energy
issues remain a part of the discussion in Florida, and many groups are emphasizing the need for renewable energy legislation,
the Legislature may take up the issue of renewables in the upcoming legislative session in 2011, but prospects are uncertain.

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
rencwable energy portfolio standard, as proposed, and its operating results could be adversely affected if the company were
not permitted to recover these costs 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 rule 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 proprietary fine-mesh screens, the best available technology, to further reduce
impacts 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 Appeals for the Second Circuit overturned and
remanded several provisions of the rule to the EPA for revisions. Among other things, the court rejected the EPA’s use of
“cost-benefit” 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. The EPA decided to rewrite the rule, and expects to
propose a new rule in 2011. 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 Dec. 6, 2010, the EPA published its final rule, setting numeric nutrient criteria for Florida’s lakes and flowing
waters. The final rule is being challenged in the courts by numerous parties, including the State of Florida. The final rule sets
numeric limits for nitrogen and phosphorous in lakes and streams and for nitrate plus nitrite in springs. The EPA promulgated
the rule pursuant to the terms of a consent decree approved by the court in Florida Wildlife Federation v. Jackson, 08-0324
(N.D. Fla.), in which environmentalists sued the Agency for allegedly violating a duty under the Federal Water Pollution
Control Act (Clean Water Act or Act) to set the numeric criteria. In response to comments raising numerous implementation
concerns, the EPA decided to delay the effective date of the criteria until 15 months after publication. The EPA announced
that, in the interim, it will undertake a series of implementation steps in Florida, including an “education and outreach
rollout,” training meetings, and the development of guidance materials to coincide with the expected comment peried on
proposed site-specific alternative criteria. If the rule is implemented as adopted, it would directly affect Polk Power Station’s
cooling reservoir discharge to surface water, requiring the station to reduce the amount of nutrients in the cooling reservoir
water before discharge. However, the full effect of the EPA’s numeric nutrient criteria will depend on the outcome of the
various legal proceedings. Also pursuant to the aforementioned consent decree, the EPA will propose numeric criteria for
estuaries and coastal waters by November 2011, and finalize the rules by August 2012 pending the outcome of the previously
described legal challenges.

The Big Bend, Bayside and Polk Power stations also use water on a daily basis to generate electricity with steam and to
operate emission control devices (e.g. its scrubbers to reduce SO, emissions, water injection to reduce NO, emissions). Water
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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.

In December 2010, Clintwood Elkhorn Mining Company, a subsidiary of TECO Coal, received an Administrative
Order from the EPA relating to the discharge of wastewater associated with inactive mining operations in Pike County,
Kentucky. TECO Coal is in the process of responding to such matter, and the scope and extent of its potential liability, if any,
and the costs of any required investigation and remediation related to its inactive mining operations in the area have not been
determined.

Section 404 of the Clean Water Act and Coal Surface Mine Permits

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 by various environmental groups resulting in a backlog of
permit applications and very few permits being issued.

On Apr. 1, 2010, the EPA issued new guidance on environmental permitting requirements for Appalachian mountain
top removal and other surface mining projects. The guidance limits conductivity (level of mineral salts) in water discharges
into streams from permitted areas, and was effective immediately on an interim basis. The EPA will decide whether to
modify the guidance after consideration of public comments and the results of the SAB technical review of the EPA scientific
reports, which is expected in April 2011. Because the EPA’s standards appear to be unachievable under most circumstances,
surface mining activity could be substantially curtailed since most new and pending permits would likely be rejected. This
guidance could also be extended to discharges from deep mines and preparation plants, which could result in a substantial
curtailing of those activities as well. This guidance is facing legal challenges from coal mining industry-related organizations
and states relating to the stringency of the standards as well as the focus on the coal industry and the Appalachian region in
particular.

Conservation

Energy conservation is becoming increasingly important in a period of volatile energy prices and in the GHG emissions
reduction debate. In 2007, the Governor signed three Executive 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 energy efficiency and conservation targets which may either be used in the development of new
legislation or in the augmentation of existing FPSC regulation.

During 2010, Tampa Electric offered customers 27 comprehensive programs to conserve energy. These programs were
designed to reduce peak energy demand which allows Tampa Electric to delay construction of future generation facilities.
Since their inception, these conservation programs have reduced the summer peak demand by 273 megawatts, and the winter
peak demand by 687 megawatts. These programs and their costs are approved annually by the FPSC with the costs recovered
through a clause on the customer’s bill. In addition, PGS offers programs that enable customers to reduce their energy
consumption with the costs also recovered through a clause on the customer’s bill.

In December 2009, the FPSC established new demand-side-management (DSM) goals for 2010-2019 for all investor-
owned electric 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 a 300 percent
increase over the company’s previous goals.

Tampa Electric developed its DSM plan designed to meet the new goals and filed the plan with the FPSC in March
2010. The plan contained 36 programs that include two offerings promoting the renewable technologies of photovoltaics and
solar water heating. Final approval of the plan occurred in November 2010. The company is actively developing the
infrastructure necessary to support and promote the new plan and expects to make the programs available to customers during
the second quarter of 2011.

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 liability associated with these sites presents the potential for significant response costs, as of Dec. 31, 2010, Tampa
Electric Company has estimated its ultimate financial liability to be approximately $21.3 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 2010 study for the costs of remediation primarily related to one site. The environmental remediation costs associated
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with these sites, which are expected to be paid over many years, are not expected to have a significant impact on customer
prices. The amounts represent only the estimated portion of the cleanup costs attributable 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 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.

In October 2010, the EPA notified Tampa Electric Company that it is a PRP under the federal Superfund law for the
proposed contaminated soil removal action and further clean up, if necessary, at a property owned by Tampa Electric
Company in Tampa, Florida. The property owned by Tampa Electric Company is undeveloped except for location of
transmission lines and poles, and is adjacent to an industrial site, not owned by Tampa Electric Company, which the EPA has
studied since 1992 or earlier. The EPA has asserted this potential liability due to Tampa Electric Company’s ownership of the
property described above but, to the knowledge of Tampa Electric Company, is not based upon any release of hazardous
substances by Tampa Electric Company. Tampa Electric Company is in the process of responding to such matter, and the
scope of its potential lability, if any, and the costs of any required investigations and remediation have not been determined.

In 2004 Merco Group at Adventura Landings [, II, and I11 (together Merco) filed suit against PGS in Dade County
Circuit Court alleging that coal tar from a certain former PGS manufactured gas plant site had been deposited in the carly
1960s onto property owned by Merco. PGS contends that the coal tar did not originate from is manufactured gas plant site
and has filed a third-party complaint against Continental Holdings, Inc. as the owner at the relevant time of the site that PGS
believes was the source of the coal tar on Merco's property. Trial in this matter is scheduled for April 2011. At this time, the
ultimate resolution of this proceeding is uncertain and no potential oss has been accrued (see Footnote 12 to the TECO
Energy Ceonssolidated Financial Statements).

Coal Combustion Byproducts Recycling

The combustion of coal at two of Tampa Electric’s power generating facilities, the Big Bend and Polk Power stations,
produces ash and other byproducts, collectively known as Coal Combustion Byproducts {CCBs). The CCBs produced at Big
Bend include fly ash, gypsum, boiler slag, bottom ash and economizer ash. The CCBs produced at the Polk Power Station
include gasifier slag and sulfuric acid. Overall, over 97% of all CCBs produced at these facilities were marketed to customers
for beneficial use in commercial and industrial products in 2010,

In response to the TVA Kingston coal ash pond failure in December 2008, the EPA proposed new regulations for the
management and disposal of CCBs. These proposed rules include two potential designations of CCBs both of which are
intended to eliminate unlined wet impoundments. One designation would categorize CCBs as hazardous wastes. The other
proposed rule would set minimum standards for the final disposal of CCBs. In addition, these rules would prohibit
construction of new unlined by-product storage ponds and place additional management requirements on existing ash ponds
such as those at Big Bend. Only the hazardous designation would be expected to affect Tampa Electric’s current management
practices and storage facilities for CCBs. Required changes would include disposing of any CCB waste as Hazardous Waste,
converting to dry handling of coal ash, and elimination of any wet storage impoundments in current use. The non-hazardous
option would not be expected 1o have as great an impact on Tampa Electric, since this option would allow for the continued
operation of lined wet impoundments and all of its CCB storage areas are either lined or are in the process of being lined in
accordance with current requirements.

REGULATION

Tampa Electric’s and PGS’ retail operations are regulated by the FPSC, which has jurisdiction over retail rates, quality
of service and reliability, issuances of securities, planning, siting and construction of facilities, accounting and depreciation
practices, and other matters.

In general, the FPSC’s pricing objective is to set rates at a level that provides an opportunity for the utility to collect
total revenues (revenue requirements) equal to its cost to provide service, plus a reasonable return on invested capital.
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For both Tampa Electric and PGS, the costs of owning, operating and maintaining the utility systems, excluding fuel
and conservation costs as well as purchased power and certain environmental costs for the electric system, are recovered
through base rates. These costs include operation and maintenance expenses, depreciation and taxes, as well as a return on
investment in assets used and useful in providing electric and natural gas distribution services (rate base). The rate of return
on rate base, which is intended to approximate the individual company’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 (ROE). Base rates are determined
in FPSC revenue requirement and rate setting hearings which occur at irregular intervals at the initiative of Tampa Electric,
PGS, the FPSC or other parties.

Tampa Electric is also subject to regulation by the Federal Energy Regulatory Commission (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, solid waste and other environmental matters (see the
Envirenmental Compliance section).

Tampa Electric - Base Rates

Tampa Electric’s rates and allowed ROE range of 10.25% to 12.25%, with a midpoint of 11.25%, which was
established in 2009, are in effect until such time as changes are occasioned by an agreement approved by the FPSC or other
FPSC actions as a result of rate or other proceedings initiated by Tampa Electric, FPSC staff or other interested parties.

Tampa Electric’s 13-month average regulatory ROE was 8.7% at the end of 2008 compared to an authorized midpoint
of 11.75%, due to lower customer growth, slower energy sales growth, and ongoing high levels of capital investment. Asa
result, Tampa Electric filed for a $228 million base rate increase in August 2008. In March 2009, the FPSC awarded $104
million higher revenue 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 4 $33.5 million
2010 base rate increase associated with the five peaking CTs and the solid-fuel rail unloading facilities at the Big Bend Power
Station scheduled to enter service before the end of 2009, The FPSC later clarified that it would perform an audit to review
the continuing need for the CTs and the costs incurred to place the CTs and rail unloading facilities in service.

In July 2009, in response to a motion for reconsideration, the FPSC determined that adjustments to the capital structure
used to calculate the rates effective in 2009 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 in 2009 for a total increase of $113.6
million. 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 2009, the intervenors filed a joint appeal to the Florida Supreme Court related to the FPSC’s decision
rejecting their motion for reconsideration of the 2010 portion of base rates approved in 2009.

In December 2009, the FPSC approved Tampa Electric’s petition requesting an effective date of Jan. 1, 2010 for the
proposed rates supporting the CTs and rail unloading facilities and based on its Staff audit of Tampa Electric’s actual costs
incurred, the FPSC determined the portion of base rates approved in 2009 should be reduced by $8.4 million to $25.7 million,
subject to refund. A regulatory proceceding was scheduled for October 2010 regarding the continuing need for the CTs, the
appropriate amount to be recovered and the resulting rates.

In July 2010, Tampa Electric entered into a stipulation with the intervenors to resolve all issues related to the 2008 base
rate case including the base rates effective Jan. 1, 2010 as well as the intervenors’ appeal to the Florida Supreme Court,
Under the terms of the stipulation, the $25.7 million rate increase would remain in effect for 2010, and Tampa Electric would
make a one-time reduction of $24.0 million to customers’ 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 rate increase will be in
effect.

In August 2010, the FPSC approved the July stipulation, as filed in Docket No. 090368-El “Review of the continuing
need and cost associated with Tampa Electric Company’s 5 Combustion Turbines and Big Bend Rail Facility”. This
stipulation resolved 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. The docket related to the base rate
proceeding is now closed. The one-time reduction of $24.0 million to customers’ bills in 2010 was reflected in operating
results as a reduction in revenue and base rates reflect a total rate increase of $137.6 million as of Jan. 1, 2011.
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Tampa Electric-Cost Recovery Clauses

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 fuel, environmental compliance, conservation programs and purchased power costs and estimated
customer usage for a calendar year recovery period, with a true-up adjustment to reflect the variance of actual costs to
projected costs for prior periods. The FPSC may disallow recovery of any costs it considers unreasonable or imprudently
incurred.

In September 2010, Tampa Electric filed with the FPSC for approval of cost recovery rates for fuel and purchased
power, capacity, environmental and conservation costs for the peried January through December 2011, In November 2010,
the FPSC approved Tampa Electric’s requested rates. The rates include the projected cost for natural gas, oil and coal,
including transportation, for 2011 and the net over-recovery of fuel, purchased power and capacity clause expenses, which
were collected in 2010 and 2009. Rates in 2010 also reflected a two-block residential fuel factor structure with a lower factor
for the first 1,000 kilowatt-hours used each month for the first time. Due to increased reliance on natural gas to fuel its
generating fleet and continued low natural gas prices, Tampa Electric’s residential customer rate per 1,000 kilowatt-hours
decreased $5.22 from $112.73 in 2010 t0 $107.51 in 2011.

The FPSC determined it was appropriate for Tampa Electric to recover SCR operating costs through the ECRC 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 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 the SCR
for Big Bend Unit 1 was reported in-service in May 2010, and cost recovery started in the respective in-service years (see the
Environmental Compliance section).

‘Wholesale and Transmission Rate Cases

In July 2010, Tampa Electric filed wholesale requirements 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 rate case updates Tampa Electric’s charges under its FERC-approved Open Access Transmission
Tariff (OATT) for the various forms of wholesale transmission service it provides. These rates were last updated in 2003,
pursuant to a settlement agreement between the company and its then transmission customers. The wholesale requirements
rate proceeding addresses the rates and terms and conditions of Tampa Electric’s existing wholesale customers.

The FERC approved Tampa Electric’s proposed transmission rates as filed with the FERC, which became effective
Sep. 14, 2010, subject to refund. The FERC also approved Tampa Electric’s proposed wholesale requirements rates, as filed
with the FERC, to become effective Mar. 1, 2011, subject to refund. The proposed wholesale requirements and transmission
rates are not expected to have a material impact on Tampa Electric’s results.

A procedural schedule including technical and settlement conference dates has been approved by the settlement judge
in each case. Technical and settlement conferences have been held in both cases, and the next settlement conference is
scheduled for Mar. 15, 2011 in the requirements case.

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 unaffiliated company} effective Jan. 1, 2004, for
waterborne coal transportation and storage services at market rates, Hearings regarding the prudence of the RFP process and
final contract were held and a final order on the matter was issued in October 2004, which reduced the annual amount Tampa
Electric could recover from its customers through the fuel adjustment clause for the water transportation services for coal and
petroleum coke provided by TECO Transport through the expiration of that contract at the end of 2008. The annual
disallowance was $8 million to $10 million, depending on the volumes and origination points of the coal shipments, which
was reflected in our 2008 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 Tampa
Electric section).

Tampa Electric issued an RFP for solid fuel transportation services in October 2007. Tampa Electric structured the RFP
to comply with the FPSC order issued in October 2004. New contracts for solid fuel deliveries were executed with United
Maritime, AEP Memco and CSX Railroad prior to the expiration of the then existing contract with United Maritime on Dec.
31, 2008. The rail service contract provides Tampa Electric with bimodal capability for solid fuel transportation, which the
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FPSC had encouraged Tampa Electric to pursue, with the 2009 completion of construction of rail unloading facilities at the
Big Bend Power Station (see the Liquidity, Capital Resources section). In its November 2010 fuel hearings, the FPSC
approved the full recovery of rates for 2011 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 2005 hurricane seasons and the resulting
outages utility customers experienced throughout the state, the FPSC initiated a proceeding to explore methods of designing,
building and strengthening transmission and distribution systems that would minimize long-term outages and restoration
costs.

The FPSC subsequently issued an order requiring all I0Us to implement a 10-point storm preparedness plan designed
to improve the statewide electric infrastructure to better withstand severe storms and expedite recovery from future storms.
Tampa Electric has implemented its plan and estimates the average incremental non-fuel 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 $25 million
annually for the foreseeable future,

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 available to larger users of electric energy. Such users may seek to expand their alternatives through various
initiatives, including 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 federal initiatives. 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 megawatts or more, requires
that applicants demonstrate that a plant is needed prior to receiving construction and operating permits.

FPSC rules require I0Us to issue 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 10U 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 I0Us to recover cost
overruns in the event the self-build option is deemed the most cost-effective.

PGS Rates

PGS’ rates and allowed ROE range of 9.75% to 11.75%, with a midpoint of 10.75%, which was established in 2009,
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 PGS, FPSC staff or other interested parties.

PGS’ previous base rates became effective in January 2003. 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 system
and higher costs associated with required safety requirements, such as transmission and distribution pipeline integrity
management.

In August 2008, PGS filed for a $26.5 million base rate increase. In May 2009, the FPSC approved 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 effective in June 2009.

As a result of the unprecedented cold winter weather in 2010, in the second quarter of 2010 PGS projected it would
earn above the top of its ROE cap of 11.75% in 2010. PGS recorded a $9.2 million total provision related to the 2010
earnings above the top of the range. In December 2010, PGS and the Office of Public Counsel entered into a stipulation and
settlement agreement requesting Commission approval that $3.0 million of the provision to be refunded to customers in the
form of a credit on customers’ bills in 2011, and the remainder be applied to accumulated depreciation reserves. On Jan. 25,
2011 the FPSC approved the stipulation.
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PGS Cost Recovery Clauses

PGS recovers the costs it pays for gas supply and interstate transportation for system supply through the PGA clause.
This clause 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 during an FPSC hearing. The cap is based on estimated costs of purchased gas and pipeline capacity, and
estimated customer usage for a calendar year recovery period, with a true-up adjustment to reflect the variance of actual costs
and usage to projected charges for prior periods. In November 2010, the FPSC approved rates under PGS’ PGA for the
period January 2011 through December 2011 for the recovery of the costs of natural gas purchased for its distribution
customers.

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. This charge is intended to permit PGS to recover 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 the programs are cost effective for its ratepayers.

Utility Competition — Gas

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 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 unbundlied for all non-residential customers. PGS has a “NaturalChoice” program, offering
unbundled transportation service to all eligible customers and allowing non-residential customers and residential customers
using more than 1,999 therms annually 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 regardless of whether a customer decides to opt for
transportation-only service or continue bundled service. PGS had approximately 15,700 transportation-only customers as of
Dec. 31, 2010 out of approximately 32,400 eligible customers.

Competition is most prevalent in the large commercial and industrial markets. In recent years, these classes of
customers have been targeted by companies seeking to sell gas directly by transporting gas through other facilities and
thereby bypassing PGS facilities. In response to this competition, PGS has developed various programs, including the
provision of transportation services at discounted rates.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.
Risk Management Infrastructure

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).

Our Risk Management Policy (Policy) governs all energy transacting activity at the TECO Energy group of companies.
The Policy is approved by our Board of Directors and administered by a Risk Authorizing Committee (RAC) that is
comprised of senior management. Within the bounds of the Policy, the RAC approves specific hedging strategies, new
transaction types or 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 procurement activities.

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 correlated to borrowing activities.

Risk Management Objectives

The Front Office is responsible for reducing and mitigating the market risk exposures which arise from the ownership
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 policies. Based on the
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policies approved by the company’s Board of Directors and the procedures established by the RAC, from time to time, our
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
»  Price fluctuations for physical purchases of fuel at TECQO Coal.

Our companies use derivatives only to reduce normal operating and market risks, not for speculative purposes. Our
primary objective in using derivative instruments for regulated operations is to reduce the impact of market price volatility on
ratepayers. For unregulated operations, the companies use derivative instruments primarily to mitigate the price uncertainty
related to commodity inputs, such as diesel fuel.

Derivatives and Hedge Accounting

Accounting standards for derivative instruments and hedging activities require us 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 components of other comprehensive income or net income, depending on the designation of
those instruments.

Designation of a hedging relationship requires management to make assumptions about the future probability of the
timing and amount of the hedged transaction and the future effectiveness of the derivative instrument in offsetting the change
in fair value or cash flows of the hedged item or transaction. The determination of fair value is dependent upon certain
assumptions and judgments, as described more fully below (see Note 22 to the TECO Energy Consolidated Financial
Statements).

Fair Value Measurements

Effective Jan. 1, 2008, the company adopted accounting standards for fair value measurement. These standards define
fair value, establish a framework for measuring fair value under generally accepied accounting principles, and expand
disclosures about financial assets and liabilities carried at fair value. The majority of the company’s financial assets and
liabilities are in the form of natural gas, heating oil or interest rate derivatives classified as cash flow hedges. This adoption
did not have a material impact 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 regulated activities, 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 activitics 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 TECQ Coal and its subsidiarics.

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 evaluation 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 agreements. Our
Credit Guidelines require transactions with counterparties below investment grade to be collateralized.

Contracts with different legal 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 on 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
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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 nonperformance 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, Tampa 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 liability positions. The aggregate fair value of all derivative instruments with credit-risk-related contingent features that
are in a liability position on Dec. 31, 2010 was $29.8 million, all of which were Tampa Electric Company positions, If the
credit-risk-related contingent features underlying these agreements were triggered as of Dec. 31, 2010, we could have been
required to post collateral or settle existing positions with counterparties totaling $29.8 million. In the unlikely event that this
situation would occur, we believe that we maintain adequate lines of credit to meet these obligations. At Dec. 31, 2010 ali
other positions held by TECO Energy, Inc. were asset positions.

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. As of Dec. 31, 2010 and 2009, a
hypothetical 10% increase in the consolidated group’s weighted average interest rate on its variable rate debt during the
subsequent year would not result in a material impact on pretax earnings. 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 increase the fair market value of our long-ierm debt
by approximately 2.7% at Dec. 31, 2010 and 2.7% at Dec. 31, 2009 (see the Financing Activity section and Notes 6 and 7 to
the TECO Energy Conseolidated Financial Statements). The above sensitivities assume no changes to our financial structure
and could be affected by changes in our credit ratings, changes in general economic conditions or other external factors (see
the Risk 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 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. Management uses different risk measurement and monitoring
tools based on the degree of exposure of cach operating company to commodity risks.

Regulated Utilities

Historically, Tampa Electric’s fuel costs used for generation were affected primarily by the price of coal and, to a lesser
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 volatile 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 fuel and purchased power are recovered through cost recovery clauses, with no anticipated effect on earnings. 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 customers, 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, 2010 and 2009, a change in commodity prices would not have had a material impact on earnings for Tampa Electric
or PGS, but could have had an impact on the timing of the cash recovery of the cost of fuel (see the Tampa Electric and
Regulation sections).
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Unregulated Operating Companies

Our 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 to variability in operating costs as a result of periodic purchases of diesel oil in its operations. At Dec. 31, 2010,
TECO Coal had derivative instruments in place to reduce the price variability for its anticipated 2011 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 dicsel 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 value of derivatives as of Dec. 31, 2009.......cvvivveeiivvicneieenee. $ (36.6)
Additions and net changes in unrealized fair value of derivatives .. (75.1)
Changes in valuation techniques and assumptions.........cccoeeceennene -
Realized net settlement of derivatives.......cveeciriicannccininircncncenens 84.8

Net fair value of derivatives as of Dec. 31, 2010...ceciicceciecrnees $ (26.9)

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

Total energy contract net assets (liabilities) as of Dec. 31, 2009.............. $  (36.6)
Change in fair value of net derivative assets (liabilities):
Recorded as regulatory assets and liabilities or other
comprehensive iNCOME .......cococevvrmiercnncnreeesn e seeeescenen (75.1)
Recorded in €arnings....ococvveinevininnincnnncins oo -

Realized at settlement of derivatives ....cvvineincieicncnincnnecnnnens 84.8
Net option premium PAYINEHTS oo sisesssenees —
Net purchase (sale) of eXisting CONrACS ...covceeciircenrrecrresr e e -
Total energy contract net assets (liabilities) as of Dec. 31, 2010.............. $ (26.9)

Maturity and Source of Energy Derivative Contracts Net Assets (Liabilities) at Dec. 31, 2010

(millions) Current Non-current Total Fair Value

Source of fair value

ACtiVely QUOLEd PIICES. ...oueurerrerererieerseseririsrseusssraesseresssensens $ — 5 — $ —

Other external price SoUrces V. vcvnvveevivnevonnienrecemrenrienerens (24.5) 2.4 26.9)

Model PriCes P .....ccov it — — —
TOtAL. ot e e e s e s en e s b e $ (45 §% 24) % (26.9)

(1) Information from external sources includes information obtained from OTC brokers, industry price services or surveys
and multiple-party on-line platforms. This information is reviewed by management for reasonableness by comparing it
to prices quoted on NYMEX.

(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.
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Item 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA.

TECO ENERGY, INC.
Page
No.
Report of Independent Registered Certified Public Accounting Firmi...coooomii e rercsas e F.2
Consolidated Balance Sheets, Dec. 31, 2010 and 2000 ..o ciriceeee et stee e tvtesvesse s s e s cessasbessareressenssosrassesnnesons F-3
Consolidated Statements of Income for the years ended Dec. 31, 2010, 2009 and 2008 ........cooviieiiccnicnncineciecnnes F-5
Consolidated Statements of Comprehensive Income for the years ended Dec. 31, 2010, 2009 and 2008....................... F-6
Consolidated Statements of Cash Flows for the years ended Dec. 31,2010, 2009 and 2008..........cooveecercecrvvnvecvrecrvenen, F-7
Consolidated Statements of Capital for the years ended Dec. 31, 2010, 2009 and 2008.......cccmvcnerireermccnieienreercnceonnes F-8
Notes to Consolidated Financial SAteMENTS. ........cccrrieei it eseescrsssr s ercesersseeses rorssssassesessssesersesasiensarsassersestas F-9
Management’s Report on Internal Control Over Financial Reporting.......ccociioiinciiireeccniescscrvensseeeseennens F-84
Financial Statement Schedule I — Condensed Parent Company Financial Statements ........cccvverircnnnsncessreressenesssseens I-1
Financial Statement Schedule Il — Valuation and Qualifying Accounts and Reserves for the years ended Dec. 31,
2010, 2000 and 2008......ooiiiririrircresimrrrner s s b e s e s R e e SRR e ebere s b ana e -1
SIGNALUTES 1.viviiaeriioreraneesimecenssressoaess sesisssesa sheasesersse s s s 448 b oL e A bE AR eS8 s R £ e R e AR oA ¥R TR B EEA A1 €A F R be b seR Rt £ a APt Ao P aeb SR e e R s e aR e e Re e cRRn R eniss S-1

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 Sharcholders of TECO Energy, Inc.:

In our opinion, the consolidated financial statements 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, 2010 and 2009, and the
results of their operations and their cash flows for each of the three years in the period ended December 31, 2010 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
forth therein when read in conjunction with the related consolidated financial statements. Also in our opinion, the Company
maintained, in all material respects, effective internal control over financial reporting as of December 31, 2010, based on
criteria established in Internal Control - Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSQ). The Company’s management is responsible 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 responsibility is to express opinions on these financial statements, on the financial
statement schedules, and on the Company’s internal control over financial reporting based on our integrated audits. We
conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the financial
statements are free of material misstatement and whether effective interal 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 estimates made
by management, and evaluating the overall financial statement presentation. Our audit of internal control over financial
reporting included obtaining an understanding of internal control over financial reporting, assessing the risk that a material
weakness exists, and testing and ¢valuating the design and operating effectiveness of internal control based on the assessed
risk. Our audits also included performing such other procedures as we considered necessary in the circumstances. We believe
that our audits provide a reasonable basis for our opinions.

As discussed in Note 19 to the financial statements, the Company changed its method of accounting for consolidation of
Variable Interest Entities as of January 1, 2010,

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 1o
permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authorizations of management and directors of the
company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition 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 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 deteriorate.

/s/ PricewaterhouseCoopers, LLP

Tampa, Florida
February 25, 2011

84

94




TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED: SEPTEMBER 2, 2011

TECO ENERGY, INC.
Consolidated Balance Sheets

Assets Dec. 31, Dec. 31,
(millions} 2010 2009

Current assets

Cash and cash eQUIVALENTS ....c.cvevrt vt st $ 67.5 $ 46.0
SHOTt-1EIIN INVESLNIEILS 1oevvvirererererrerrrsrsenessteirisrareassnensasserssseesaressstsssssssssossaesemyesseransssssassscsssase 14.8 0.8
Receivables, less allowance for uncollectibles of $4.5 and $3.0 at Dec. 31, 2010 and 2009,
FESPECHIVELY v et ieratisn s sre et res s rs s e d e st s ces e b e b e e AR e b sa RS b et R bR n s saneE s e s 3334 2774
INVEDIOFIES, AL AVEIAZE COSL urerirrerrerreeesrieecrrssarisessesmsseseensessinsenssersustenesess ersseaemsssrasesssesssionsese
FUEL ettt e e crr s ras e e b s are e s b es e e b e s £ s e e ha et e et s b e a£ e b e seebeaae e Aresaenae neeareer e bbente s 169.5 124.3
Materials and SUPPHES c.vvcrvie i e et eer et eseeser e seeastesesasesnesane suasseansastenness 78.1 65.7
CUITEN! CTIVALIVE BSSELS 1ovvvrirererrirreecrsereinssssrirsiorsrsessisssessesssensssesessssssscsssssnrersssarissensssssarssssssees 2.7 0.8
INCOME 1K FECEIVADBIES crvvvercrreererrrearnrrrcecerracirmssccesmsetsssercetesasnessvessasessansssseonsrersonssessnresaresnssrnes 0.4 1.7
Prepayments and Other CUITENT 885818, . iiiiririmriiirmiiireniinrseireesecaressestessssesresevssesssssasesiessan 28.5 25.7
CUTTENE TEZUIALOTY BSSEIS 1ouevicrirritaimir sttt ssrestnrconssos e s reesoress s b restssress abbesaess tbeisibbesasbesnsrseness 62.7 109.2
TOLA] CUITENT ASSEES cuveviererrvereirisrarereisnareacarsereasrsressareassrsssasanseessrassassarsasassssaassariostsiaserircssn 757.6 651.6

Property, plant and equipment

U PIANE A1 SEIVICE evecrcriiertccmericrens s rinecsisstscs s easssescscosessesssssassssscnessssessasssessssasssosassasrenes
ELEOUTC . evstrecrreenenneeeesrenm o temsnreane sttt e sase s sesas s enes s e st s m b s e ansnesssnsacrnanesenes 6,558.9 6,079.5
GBS 1ervavrerereremsosasres enesssenseneant st esarmt e et e beee Sees e et ne s e na s e an it aanat e st nta s e rats ansbaat e neavnresn e nerares 1,1150 1,017.2
Construction WOTK in PIOIESS ..cviriirimiiins s ecssssessesesesssssssesnsssacssssesassssermesvacsas 212.4 304.5
ONET PrOPEILY 1ottt eiceir ittt st rb s st fbnerts st ek e st b e se st s seteke s s aessosaassessnereesasansonsnns 398.5 377.2
Property, plant and €QUIPIIEL........ocrerreeiirerr e e re e sres s ere s renerersasscsrese serrasnsesresersressonessens 8,284.8 7,778.4
AccumUIALEd QEPIECIAtION ..c.cvvriieerteiiicrieierteiersinsrerservesinsraessasesessessnesersntstevansservarsasesesassssess (2,443.8 (2,2343
Total property, plant and eQUIPIMENT, NEL.......coveirreririeeciereese e eresstereseescnessssreesssnnens 5,841.0 5,544.1
Other assets
Deferret INCOMIE tAXES ....viivrreirrieiriareeonierienreeiarersssesseeseses e tessessestebestessasboreassosersessescasssassosas 57.3 2227
Long-term reQUIATOFY ASSETS ...cueieia ittt st e st e s et e et rae e seea st e ssssseesaneseensearasanes e e easaseanen 3419 335.6
Investment in unconsolidated affIIAtes .....c.cvereirieivriveceren et escnaen s e 0.0 279.3
GOOUWIIL .o cvereeeirireertciretct e s s s et st b s s ensse s s et ae e s s ae b basessebesbaserassasaseassnanen 55.4 59.4
LONZ-term deriVAIVE ASSELS ..overirererteererereieereeeeesireeeie st se s et esecaeesessestensessssnassesansesssassansessssnss 0.2 0.2
Deferred charges and OTher ASSEIS c..vvirrieiiiercirere et eieenesserecreessrerassrersarssessestasarsnnesrsss 141.2 126.6
TOLA] OthEE BSSELS 1vvvvvvrrrrrireeisiseernrissesseesrrresaressscornisesessseessnesessssssessessessrassssnsossssoressnsssnn 596.0 1,023.8
TORRT BSSEES 11veevrireeriireernirsrers i srecisosrecrssrecssmssssssesesssressessostsssessssssessersrenen et esser et e naretnarenes $ 70946 $§ 72195

The accompanying notes are an integral part of the consolidated financial statements.
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Liabilities and Capital Dec. 31, Dec. 31,
(ruillions} 2010 2009

Current liabilities
Long-term debt due within one year

RECOUSE .cvvvereriereeerreerearan e 3 67.1 § 106.5

N ONATECOUISE oeveierireecereereerrerecrirseessvsarestraseessrasstarassssaressasansssassnsesarensaraserarsnserassnsers 11.2 14
NOLES PAYADIC oot iirsccrmeresns sttt crore s sasseensarsesssassasasstass srsessssessasssmessmssesameansassassssssnine 12.0 55.0
Accounts payable .... 281.5 2514
CUSLOMET EPOSIES .evvirvreirnrreiernresraeseererecsarsernseorsesiessnsssesnensersnessensassnesssssresssssrssearsrssesrassuassensonss 156.5 151.2
Current regulatory HabIlItIes .ot eraras 110.0 85.4
Current derivative HABIITHES .vvicrveieevrcrrscirrserersirersssivees snssssassnserascrsaresessssssrssestrsass ssssressvssess 27.2 34.0
INEETESE BCCTUEH Lovvriirvirrerrvvcrarrearsrssersssrrrerriscarssnsnisresbesssnsnsatesserssssarsesansaranssesessaerassesssessecssnssnsenenses 42.4 45.3
Taxes accrued....uvnnveerrnnes 26.2 20.5
Other CUITENE HADIIES .0 e tiieeieeerereserecererrrssresssemsseerssaenressnssssassssessnrsrescasseresssarsssasssessessssasnass 18.2 20.6

Total current HabIlItIES ....vvicveieiveirrreierecriiecivavieeiveesereesneessesesasrreraracsessesersasasnssassvivans 752.3 771.3

Other liabilities

INVESHIIENT 1AX CTEOIIS . . civvrcieeerieerriiiaeessraesevanesevensaesvessnsssensassssssnrarsasssnsasesssarsssararsaranseserassrransesn 10.4 10.8
Long-term regulatory liabilities 630.8 602.6
Long-term derivative liabilities 2.6 3.6
Deferred credits and other HaDIHIIES ..o.cocvveieiriiacreressncicrransesesssersesensesssrsssasssssscressnarsss snsesanacs 479.8 544.2
Long-term debt, less amount due Within One YEal.......vvevevirrirenrir e ianiene s ersressnne

Recourse 3,114.6 3,1954

TN O I T COUISE cunnireeieieeeeeeeivecesarsbssrasisersasbesesssbueasssesssssasssnseseanes s s asseasee e srarssaneserasnoass 33.5 6.2
Total Other HADIIILIES 1ovvvieiveeir s ieeciiaviirerivrec s rereer e vsrrer e rereesssesbnesessssasssssanaessssvares 4,271.7 4,362.8

Commitments and contingencies (see Note 12)

Capital
Common equity (400.0 million shares authorized; par value $1; 214.9 million shares and
213.9 million shares outstanding at Dec. 31, 2010 and 2009, respectively) 214.9 2139
Additional paid In capital ...t 1,542.0 1,530.8
Retained SAMINES ..ottt ee s cssess s s rets s bes s smees e sessbestraressarresaus soestssonssrareses 430.0 365.7
Accumulated other comprehensive 1088 .o crre e e e eeses (17.2 25.0

TECO Energy stockholder’s equity ... 2,169.7 2,0854

NONCONOHING IMIEIEST.. . i e sb s e e b e 0.9 0.0
TOLAl CAPIIAL . ccvieerrer ettt e sesean s see s e e s e s e s e e s b eeaassran 2,170.6 2,085.4
Total liabilities and CAPILAL........ccrvveriiie vt ev e rsve st e ses st et et nen s s s neeenme e semsnnaens $ 71946 § 72195

The accompanying notes are an integral part of the consolidated financial statements.
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TECO ENERGY, INC.,
Consolidated Statements of Income

(millions, except per share amounts)

For the years ended Dec. 31, 2010 2009 2008
Revenues
Regulated electric and gas (includes franchise fees and gross receipts taxes of
$116.1 in 2010, $115.7 in 2009 and $109.2 in 2008) ...ccovvverenccncrcrneereererercccnnnn, $ 26726 % 2,649.1 § 27782
UNEEEUIAED ..ttt ceee st st e s emas s ses s s reesesnessns e srenenans 815.3 661.4 597.1
TOLAl TEVEIIUES. cuvriirreecrrrrerisreeicsreeseisesecsrarsensusesenssnsvssesssnssanssansssssassnsensnncessnns 3,487.9 3,310.5 3,375.3
Expenses
Regulated Operations ..ot s ss s vrs s s sass s sesareresnesrns
FUCL ettt et st st san s e s e b n e st e ve s nans 748.9 909.9 8194
Purchased power 179.6 177.6 3054
Cost of natural gas sold... 284.5 2427 476.6
OHRET .ttt rcn st et n et s s bt s e are s em e e nrane 370.0 3187 277.7
Operation OtHEr EXPENSE....virier e ecree e reeereecsresrersssecnssaresssbarnesesaeneerssereonsanrenes
Mining related costs 482.7 458.7 440.6
Guatemalan power generation 65.1 12.3 14.3
Other ..o rcrerecevaene 6.6 4.8 38
MEINIENANCE ..coiiiiiiriiiicin it v rcerreecre s eree s s bt s i eobseb s et e atecorasnesrrestessnesasesnensssbnants 184.8 187.6 173.9
Depreciation and amortization ... s s, 3129 2879 266.1
Restructuring charges 1.5 259 0.0
Loss (gain) on sale, net of transaction related COStS w...ccovviierrcvnnirnenrcarmrnrecseecrone 0.0 0.0 0.9
Recoveries from previously impaired assets ......oceiveereccnninncoimeen e rcenirene 2.9 0.0 0.0
Taxes, other than INCOME ....c.cereiieererrcnirren e es et e seee s sassaseserasssanseesene 2274 2244 211.5
TOLAl EXPOIISES ..vvvrorrereiiiniieiminrenarcrrnecrrenesarsenearestexssssensssenmaseaenersssanssrsecsrensensrns 2,861.1 2,850.3 2.990.3
INCome from OPEerations ..o roiieeccreinin e s s s e s e anassereea s e s e ren ara s 626.8 460.2 385.0
Other income (expense)
Allowance for other funds used during conStrUCHON...cccovcrrarcrimreerrrresnnrs cerreecan 1.9 9.3 6.3
Oher INCOMIC ...ttt st escae e e s rees e roe e arner ans seneseeseseseeneenens 57.3 233 215
Loss on debt eXtingUISHIMENT.....c.cvcveeroroieeereriteereeervstes e s ssre e seessnesessaeesessnes (55.5 0.0 0.0
Income from eqQUILY ITVESIMENLS .....eccceieeceererrireesrcreereseeeesue e senass e ses st senssrassneanas 10.4 46.7 72.9
Total Other INCOME ..c..oeveireiie e e e r s st e sreans 14.1 79.3 100.7
Interest charges
ENEETEST EXPENSE ..ovicvvrirrinitcmievi e sere st bbb e s s s e s e s b mre s ae e nncanas 2324 231.5 231.3
Allowance for borrowed funds used during construction (1.1 (4.5 2.4
Total INterest ChATZES ..ot e e ecn e irenersrsresss 2313 22740 2289
Income before provision for iINCoOmMe €axes ... 409.6 3125 256.8
Provision for iNCOME taXes .oiirecencorrenrarnscesnsscnnios 170.0 98.6 94.4
Netineome ... e . 239.6 2139 162.4
Less: Net income attributable to noncontrolling Interest .........ovicvinncvnnnincnneeinceninnennn. (0.6 0.0 0.0
Net income attributable €0 TECO ENEFEY ......ccoovveoievininirerionneresicmrerereessssssssesassses $ 2390 8% 2139 8% 1624
Average common shares outstanding — Basic....... 212.6 211.8 210.6
- Diluted 214.8 213.1 2114
Earnings per share — Basic ... ten s s e erenanesens $ 1.12 § 1.0¢ % 0.77
= DHIIE e e st ns 3 .11 8 1.00 % 0.77
Dividends declared and paid per common share outstanding........ocvvennnecn o $ 0815% 08003% 0.795
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TECO ENERGY, INC.
Consolidated Statements of Comprehensive Income
Unaudited

(millions)
For the years ended Dec. 31, 2010 2009 2008
INEE EICOMIC ... e s es s e s nes e eeas e s e senes s e s ass s e e s sssa st aeetsnseassnssesaresesnsessnsarssnns $ 2396 § 2139 § 1624
Other comprehensive income (loss), net of tax

Net unrealized gains (losses) on cash flow hedges....covvvvcnveriinrvnnnireneseer v 3.1 17.8 (18.9)

Amortization of unrecognized benefit costs and other ......oocviivceinvcnincnnenereeens 3.7 1.3 2.6

Change in benefit obligation due 10 annual remeasurement. ..o cverreenierevrneeesreeinnne 0.0 0.2 (10.8)

Recognized benefit costs due to SEHIEMENL....oovvvvvievvii e nereve et srsnesesnes 1.0 0.0 0.0

Reclassification to earnings - loss on available-for-sale securities. .......ccoveevnrercrnneenn 0.0 1.7 (1.7

Other comprehensive income, Net 0f 1aX c.ovvriciinniniciier e 7.8 21.0 (28.8!

Comprehensive income

Comprehensive income attributable to noncontrolling interests ......ooricoinicnieccens 0.6 0.0 0.0
Comprehensive income attributable to TECO Energy, Inc. $ 2468 $§ 2349 § 1336
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TECO ENERGY, INC.
Consolidated Statements of Cash Flows
{millrons)
For the years ended Dec. 31, 201 2009 2008
Cash flows from operating activities
NEL INMCOMIC corrverernirrenreeecrsreesireesreirsercrresersnesrsnssnssassssressersensssesersnestssssesseenenens . % 2396 § 2139 5 1624
Adjustments to reconcile net income to net cash from operating activities: ...
Depreciation and amortization..........coeiveiiiiin oo 3129 2879 266.1
Deferred iINCOME tAXES .o.vrierirecrrrieecerieneerssriveretraessearssesssssassensrasaseasssererassssessoss 162.9 98.5 95.4
Investment tax credits, net (0.4 04 (1.0
Allowance for other funds used during consStroction ............cvececneceeivnnrcrrenrecenn (1.9 9.3 6.3
Non-cash stock COMPENSALION cccoornevicmrvicr v e e rea e ecessereesnsrerenrens 7.4 10.3 9.7
Gain on sales of business / assets, PretaX ..o e s eseessisrcsssnrons (39.6 (16.0 1.7
Equity in earnings of unconsolidated affiliates, net of cash distributions on
CAITHIIES 1ereveeareesrrcamarsneanrrraseasnesrcsnsrsessssersesssnsasasares tossssarsassrsessensnsesnnrrssarsneresnss 6.9 4.3 (22.8
Non-cash debt extinguishment / exchange.... 22 0.0 0.0
Deferred recoVery Clatse .o 55.0 136.6 (115.8
Receivables, less allowance for uncollectibles ....ovvveririecnnncnninnrinerceennnn, 439 8.5 10.0
IEIVENTOTIES 1averrerrerrraceerenseerinmmmimmmsersaescoensastscstsssnesrmassaesseesarasssmensnsssiessnssnsseeennasnes 41.4 (27.0 (9.0
Prepayments and other deposits ..o e (1.3 0.1 2.8
Taxes accrued 4.9 0.2 (14.8
Interest accrued (6.0 0.1 12.4
Accounts payable 51.0 (38.7 (8.3
OHRET 1ot s s s ess e re s s encbe st e s reen s se e e n e nanerrees 439 64.3 143
Cash flows from operating activities .....cocovecvmrvcnmicomnnmnecnnnnn. 664.4 724.7 387.8
Cash flows from investing activities
Capial X PENAIUIES oo eeeerreieerrerecesiecasstssessnssts s snesesstasaa s eessesasesnaseerananrestaasesstasessrasn (489.7 (639.8 (589.5
Allowance for other funds used during CONSIUCHON....c.ccovriivrvecreeeneer e retn e eeeenens 1.9 9.3 6.3
Net proceeds from sales of business / assets 183.1 316 0.6
Net cash increase from consolidation 24.1 0.0 0.0
RESICLE CASH (.ot res e e s e st r e e es e e b 0.0 0.5 (0.1
{Investments in)/Distributions from unconsolidated affiiates .......cccccvvrcenvvvercrviveererenns 1.7 0.2 13.2
OHHET INVESUMIEIIS . cvevrerveieeresissreneeerensterereersesresaarsresvaessnsesnes ossaressssarssssnssssnseassarnsnnsnsases (14.0 16.3 76.1
Cash flows used in investing activities .......cocovevervrcrcnvneornienennnne (2963 (5823 (4934
Cash flows from financing activities
DHvIdends ..ocooeviierceniiiiineecee e (1747 (170.8 (168.6
Proceeds from sale of common stock.... 7.8 5.1 21.8
Proceeds from [ong-1erm debl.....cvvvrvvariirrerirrerreresiresirsessirssassseassrsssrassassrmecsssssressrrrssns 661.2 102.0 327.8
Repayment of long-term debl. ..o (797.2 6.9 (293.8
Dividends to noncontrolling interests........... (0.7 0.0 0.0
Net (decrease) increase in short-term debt 43.0 (38.0 68.0
Cash flows used in financing activities......occcmviccnnicnicnn. (346.6 (108.6 (44.8
Net increase (decrease) in cash and cash equivalents 21.5 33.8 (1504
Cash and cash equivalents at beginning of the year 46.0 122 162.6
Cash and cash equivalents at end 0f the Year.........cuvvriiciiiininenic e $ 6758 460 % 12.2

Supplemental disclosure of cash flow infermation

Cash paid during the year fori....iviinmn.
Interest. . eerceevicevecracanen.
INCOME tAXES PAI.ceeeeeeeeecerrvver v vrerrirarsr s seis s scnsas s s sasresanrsnanarsnsaenne
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TECO ENERGY, INC.
Consolidated Statements of Capital
Accumulated
Additional Other
Common Paid-in Retained Comprehensive Noncontrolling Total
(millions) Shares"! Stock Capital Earnings Income (Loss) Interest Capital
Balance, Dec. 31, 2007 ...cooververnnee. 210§ 2104 $ 1.489. % 3341 8§ (17. % 04 8 20174
Net InCoOME. i, 162.4 162.4
Other comprehensive loss, after tax... (28.: (28.¢
Common stock issued......oocovrnveeenen. 2.( 24 19.. 21.2
Cash dividends declared .......ccconeeene. (168.¢ (168.¢
Stock compensation expense ..., 9’ 9.7
Implementation of guidance for
employer’s post-retirement
Benefits. ..o (5.3 (5.2
Balance, Dec. 31,2008 ... 212¢ 8§ 212¢ % 1518. § 322¢ $ (46t § 0.0 % 20077
Net InCoOMe......ooreveerieemrnermeiecearecnen 2138 213.¢
Other comprehensive income, after
LBX cevvarirerrmrreernsseressmreresmsresssries csrens 214 214
Common stock issued...ccececeencns 1.( 1. 2. 3z
Cash dividends declared ........cccenenen. {170.8 (170.¢
Stock compensation €Xpense .........c.. 10.- 10.4
Balance, Dec. 31,2009, 213.¢ $ 213¢ $ 1,530 % 3657 § 5. % 0.0 § 2,085«
239.C 0.1 239.¢
7. 7.t
1. 1.( 2.4 3.6
(1747 (1745
Stock compensation expense ............ 7. 7.4
Noncontrolling - dividends ................ .’ 0.5
Noncontrolling - effect of TCAE
consolidation .....cevevmverreneoene 1 1.
Tax benefits - stock options 1. 1.z
Balance, Dec. 31, 2010 2145 8 214 % 1,5424 8 430.C § (17 % 0% 2,170

(1) TECO Energy had a Maximum of 400 Million Shares of $1 par value Common Stock authorized as of Dec. 31, 2010,
2009, 2008 and 2007
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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 Conselidation

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 investmenits in partnerships or
other arrangements in which TECO Energy or its subsidiary companies do not have majority ownership or exercise control.

For entities that are determined to meet the definition of a variable interest entity (VIE), the company obtains
information, where possible, to determine if it is the primary beneficiary of the VIE. If the 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. 1f
the 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 the company consolidating entities in which it has less than a 50% equity investment
and deconsolidating entities in which it has a majority equity interest (sec 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

Cash equivalents are highly liquid, 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.

Restricted Cash

Restricted cash included in “Deferred charges and other assets™ included $8.4 million at Dec. 31, 2010 and $7.0 million
at Dec. 31, 2009 of cash held in escrow related to the 2003 sale of Hardee Power Partners (HPP). The cash will be released
from escrow in 2012, upon maturity of debt financing currently held by the purchaser of HPP. The $1.4 million change
reflects the amortization of a related investment that is carried on the amortized cost basis.

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 Consolidated Balance Sheet and amortizes such costs 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.

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 value 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.

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

The San 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 cach plant. Accordingly,
a portion of each monthly fixed capacity payment is deferred to recognize the portion that reflects recovery of future planned
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major maintenance 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, 2010, 2009 and 2008 was $297.1 million, $275.2 million and
$257.3 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 2010, 2009 and 2008.

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
borrowed funds and a reasonable return on other funds used for construction. 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 2009 through
December 2010 and 7.79% for January 2008 through April 2009. Total AFUDC for 2010, 2009 and 2008 was $3.0 million,
$13.8 million and $8.7 million, respectively.

Inventory

TECO Energy subsidiaries value materials, supplies and fossil 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.

Fuel Inventory Dec, 31, Dec. 31,
(millions) 2000 2609
TAMPA ELECLIL ot cvvveveveerereriiosiasissesac s s s ensesasesnsatebosssssmssesssnssssesesesesmesssrssesssarsssasasasasesrsensmnensosesesseysnes $ 1190 $ 858
TECO €00l ..t s s s bbb s e et s s s s AR bR s e e et vr v 339 38.5
TECO GUAtemMala™ . ..ot st s st rmrnsee e st tases s aecmsescas e e enasseens sbeeensonessmasseasseesesmeconensrsanas 16.6 0.0

$ 1695 § 1243

(1) TECO Guatemala fuel was consolidated effective Jan.1, 2010. See Note 19.

Investments in Unconsolidated Affiliates

Investments in unconsolidated affiliates are accounted for using the equity method of accounting. The percentage
ownership interests for each investment at Dec. 31, 2010 and 2009 are presented in the following table:

TECO Energy’s Percent Ownership in Unconsolidated Affiliates @

Dec. 31, 2010 2009
TECO Guatemala ........cocooiiriiiiiiiinincrc v sseeeesenie s esa e e neeas
Distribuéion Eléctrica CentroAmericana II, S.A.(DECA I}......... 0% 30%
Central Generadora Electrica San José, Limitada (San José or
COEST) it rteeeececvsreerisss s ertsss s s sareaes e sensecssave s ssansessanersnse N/A® 100%
Tampa Centro Americana de Electricidad, Limitada (Alborada
OF TCAE) ittt s snaneressa s e s e e cnnsane N/A® 96%

(1y TECO Energy, Inc. received $15.6 million, $42.2 million and $63.3 million during the years ended Dec. 31, 2010,
2009 and 2008, respectively, as dividends from unconsolidated affiliates.

(2) In October 2010, TECO Guatemala sold its 30% interest in DECA I1.

(3) Effective Jan. 1, 2010, the accounting standards for consolidation of VIEs were amended. As a result of adopting this
amendment, the company reconsolidated both TCAE and CGESJ. See Note 19 for more information.
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Regulatory Assets and Liabilities

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 liability method to determine deferred income taxes. Under the asset and liability
method, the company estimates its current tax exposure and assesses the temporary differences resulting from differences in
the treatment of items, such as depreciation, for financial statement and tax purposes. These differences are reported as
deferred taxes, measured 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 deferred tax asset will not be realized. If management determines that it is likely that some or all of'a
deferred tax asset will not be realized, then a valuation allowance is recorded to report the balance at the amount expected to
be realized.

Investment Tax Credits

Investment tax credits have been recorded as deferred credits and 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 accounting standards for revenue recognition. 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 ownership have transferred to the buyer. Revenues for any financial or
hedge transactions that do not result in physical delivery are reported on a net basis.

The regulated utilities’ (Tampa Electric and PGS) retail businesses and the prices charged to customers are regulated
by the FPSC. Tampa Electric’s wholesale business is regulated by 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
shipments via ocean vessel, revenue is recognized under international shipping standards as defined by Incoterms 2000 when
title and risk of loss transfer to the customer.

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 a principal versus net as an agent and recognition and reporting of gains
and losses 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 ended Dec. 31, 2010, 2009 and 2008 werc $8.7 million, $1.9 million and
$17.3 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 Income for the periods ended Dec. 31, 2010, 2009 and 2008 of $27.3 million, $24.3 million and
$30.1 million, respectively.

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 Statements of Cash
Flows.

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,
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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 adjustment factors for subsequent recovery periods. 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 revenues for services rendered but unbilled to provide a closer matching of revenues and expenses (see Note 3).
As of Dec. 31, 2010 and 2009, unbilled revenues of $65.5 million and $51.6 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 $179.6 million, $177.6 million and $305.4 million, for the
years ended Dec. 31, 2010, 2009 and 2008, respectively. The prudently incurred purchased power costs at Tampa Electric
have historically been recovered through an FPSC-approved cost recovery clause.

Accounting for Excise Taxes, Franchise Fees and Gross Receipts

TECO Coal incurs most of TECO Energy’s total excise taxes, which are accrued as an expense and reconciled to the
actual cash payment of excise taxes. As general expenses, they are not specifically recovered through revenues. Excise taxes
paid by the regulated utilities are not material and are expensed when incurred.

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 included as revenues on the
Consolidated Statements of Income. These amounts totaled $116.1 million, $115.7 million and $109.2 million for the years
ended Dec. 31, 2010, 2009 and 2008, respectively. Franchise fees and gross receipt taxes payable by the regulated utilities are
included as an expense on the Consolidated Statements of Income in “Taxes, other than income”. For the years ended Dec.
31, 2010, 2009 and 2008, these totaled $115.7 million, $115.6 million and $109.0 million, respectively.

Deferred Charges and Other Assets

Deferred charges and other assets consist primarily of mining development costs amortized on a per ton basis and
offering costs associated with various debt offerings that are being amortized over the related obligation period as an increase
in interest expense.

Deferred Credits and Other Liabilities

Other deferred credits primarily include the accrued postretirement and pension labilities, and medical and general
liability claims incurred but not reported. The company and its subsidiaries have a self-insurance program supplemented by
excess insurance coverage for the cost of claims whose uliimate value exceeds the company’s retention amounts. The
company estimates its liabilities for auto, general and workers’ compensation using discount rates mandated by statute or
otherwise deemed appropriate for the circumstances. Discount rates used in estimating these other self-insurance liabilities at
both Dec. 31, 2010 and 2009 ranged from 4.00% to 4.75%.

Stock-based Compensation

TECO Energy accounts 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 measured at the grant date, based on the
calculated fair value of the award, and is recognized as an expense over the employee’s or director’s requisite service period
(generally the vesting period 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 companies. TECO Energy’s $200 million 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. This covenant is
not applicable at TECO Energy’s current credit ratings. Certain long-term debt at PGS contains restrictions that limit the
payment of dividends and distributions on the common stock of Tampa Electric Company.
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In addition, TECO Diversified, 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 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 company’s foreign 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 losses
included in net income in 2010, 2009 and 2008 were not material. The foreign investments are generally protected from any
significant currency gains or losses by the terms of the Guatemalan power sales agreements and other related contracts, in
which payments are defined in U.S. dollars.

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’ collection experience. Circumstances that could affect
Tampa Electric’s and PGS’ estimates of uncollectible receivables include, but are not limited to, customer credit issues, the
level of natural gas prices, customer deposits and general economic conditions. Accounts are written off once they are
deemed to be uncollectible.

2. New Accounting Pronouncements
Disclosures about the Credit Quality of Financing Receivables and the Allowance for Credit Losses

In July 2010, the Financial Accounting Standards Board (FASB) issued guidance requiring improved disclosures about
the credit quality of a company’s financing receivables and their associated credit reserves. The guidance is effective for
interim and annual periods that end after Dec. 15, 2010. This guidance did not have any effect on the company’s results of
operations, statement of position or cash flows.

Subsequent Events

In February 2010, the 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 T 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’ retail businesses are regulated by the FPSC. Tampa Electric also is subject to regulation by
the 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 atlows 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

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, which Tampa Electric opposed.
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In July 2010, Tampa Electric entered into a stipulation with the 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 would remain in effect for 2010, and Tampa Electric would make a one-
time reduction of $24.0 million to customers’ bills in 2010. )

In August 2010, the FPSC voted to approve the July stipulation, which was contained in their Docket No. 090368-El
“Review of the continuing need and cost associated with Tampa Electric Company’s 5 Combustion Turbines and Big Bend
Rail Facility™. This stipulation now 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. The docket
related to the base rate proceeding is now closed. The one-time reduction of $24.0 miflion to customers” bills in 2010 is
reflected in the third quarter operating results as a reduction in revenue.

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.

Wholesale and Transmission Rate Cases

In July 2010, Tampa Electric filed wholesale requirements 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 FERC approved Tampa Electric’s proposed transmission rates as filed, which became effective
Sep. 14, 2010, subject to refund. The FERC also approved Tampa Electric’s proposed wholesale requirements rates as filed,
to become effective Mar. 1, 2011, subject to refund. The proposed wholesale requirements and transmission rates 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 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 $37.4
million and $29.3 million as of Dec. 31, 2010 and Dec. 31, 2009, respectively.

Stipulation with the Office of Public Counsel - PGS

On Jun. 9, 2010, PGS filed a letter with the FPSC agreeing to cap its earned return on common equity (ROE) for the
year ending Dec. 31, 2010 at 11.75%, the maximum of the ROE range established in its last base rate proceeding.

On Dec. 16, 2010, PGS and the Office of Public Counsel filed a joint motion for FPSC approval of a proposed
stipulation resolving all issues relating to any 2010 overearnings of PGS.

On Jan. 25, 2011, the FPSC approved the stipulation for PGS to provide a one-time credit to customer bills totaling
$3.0 million for 2010 earnings above 11.75%, excluding the portion of the company’s share of net revenues derived from off-
system sales, and credit the remaining balance to its accumulated depreciation reserves.

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.
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Details of the regulatory assets and liabilities as of Dec. 31, 2010 and Dec. 31, 2009 are presented in the following
table:

Regulatory Assets and Liabilities

Dec. 31, Dec. 31,
(miflions) 2010 2009
Regulatory assets:
Regulatory 1ax asSet @ .. cecrerecrecirescnerrcnn e sr e en e esa e saen $ 66.6 $ 69.0
OhEET (i st et s amer e s sveen sy ene s renesraes
Cost recovery clauses ... 41.9 89.4
Postretirement benefit asset 237.5 229.1
Deferred bond refinancing costs @ ....iinerrnarmrncnerennn. 15.4 18.0
Environmental remediation 23.6 21.2
Competitive rate adjustment 3.3 3.1
Oher ..o s 16.3 15.0
Total other regulatory assetS........cuicnrercvrnrersecorerarersnsenverereneresseens 338.0 375.8
Total regUIATOTY ASSELS «...vvvvervverairirceririnerisesirssnessesansissensessrenssesonnsessenssessens 404.6 444.8
Less: CUITENt POTHION ..ocvvierinririeiinirienisesersisereasersessessesssomraesscressaerossssamsasenco 62.7 109.2
Long-term regulatory asSetS...........coiirimninnsoisrescrscssrmsssmmrsssessens $ 3419 § 3356
Regulatory liabilities:
Regulatory tax Habilty D... e cicsneecrnreicissrcssnscraesessesssnsensons $ 177 § 19.6
OThET: (v st st s er e acran e
Cost TECOVETY ClAUSES v renn e cess s rescane 76.2 61.4
Environmental remediation ..o 21.2 19.9
Transmission and delivery storm reserve... 374 29.3
Deferred gain on property sales ... 6.3 2.8
Provision for stipulation and other™ ..o, 9.8 0.7
Accumulated reserve-cost of removal v cccnncrnnene 572.2 554.3
Total other regulatory liabilities ..., 723.1 668.4
Total regulatory Habilities......coviciviricneiinrcnerccsinirenne e s e sresseeserens 740.8 688.0
Less: CULTent POTLION .o.cuiicaiiimsneiin s s pensereteresasesesesenens 110.0 85.4
Long-term regulatory liabilities ......cocconni oo $ 6308 $§ 6026

(1) Primarily related to plant life and derivative positions.

(2) Amortized over the term of the related debt instruments.

(3) Amortized over a 4 or 5-year period with various ending dates.

(4) Includes a provision to reflect the FPSC approved PGS stipulation regarding PGS’ 2010 earnings above 11.75%. A
one-time credit to customer bills totaling $3.0 million will be applied in March 2011 and the remaining balance of the
2010 earnings above 11.75% will be credited to its accumulated depreciation reserves.

All regulatory assets are being recovered through the regulatory process. The following table further details the
regulatory assets and the related recovery periods:
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Regulatory assets
Dec. 31, Dec. 31,
(millions) 2610 2009
Clause recoverable /7 e 452 % 92.5
Components of rate base 7. 248.1 238.1
Regulatory 1axX @SSEIS M. et e e vrearereresssressanssesee v bna st e seesasese s eanas s ranastrananns 66.6 69.0
Capital structure and other ™ ..o 44.7 45.2
TOUA] .ottt e ab e st e n e, $ 4046 $§ 44438
(1) 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 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 Tax Expense

Income tax expense consists of the following components:

Income Tax Expense (Benefit)

{millions)
For the year ended Dec. 31, 2040 2009 2008
Current income taxes
$ 57 % 0.0 % 0.0
7.0 0.6 0.5
(5.2) 0.1 0.6)
Deferred income taxes
Federal...coviiircrireeenisicnneese s esiaeeeesreressas e sasssansnssnsnnnsanannes 147.4 86.0 90.9
Foreign .... 0.0 0.0 0.1
StAte..crreerenrecriren e 15.5 12.5 4.4
Amortization of investment tax credits 0.4) (0.4) 0.9)
Total INCOME taX EXPENSE «vcvrvevirsirieriiriecmrseresinssanaressisse s sesesesssessasinas $ 1700 $ 986 $ 944

As discussed in Note 1, TECO Energy 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, 2010 will be realized in future periods.
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The principal components of the company’s deferred tax assets and liabilities recognized in the balance sheet are as
follows:

Deferred Income Tax Assets and Liabilities

(millions) Dec. 31, 2010 2009
Deferred income tax assets

Alternative minimum tax credit carryforward .......ccccoovevveveverinccrvennnnn. $ 1951 $ 1972

Losses and credit carryforwards ........ccveeverneieniennnercnniereenessveessressenens 483.1 553.2

(11T S 131.1 119.8
Gross deferred income tax assets 809.3 870.2
Valuation alloWance ........c.ceoeeiecieieecceee e (30.2) (14.6)
Total deferred iNCOME 1AX ASSELS ..vvvvreereeerererririeererereeeeerereereresnreresnresesrseenes 779.1 855.6
Deferred income tax liabilities

Property related........cooiecniniciniicnnrcrie e e 716.3 611.4

Deferred fuel.....cccccovvvvevereeennnene. 5.5 21.5
Total deferred income tax liabilities.... 721.8 6329
Net deferred INCOME 1AX @SSEIS...vveeieeieieeieiiereiieeeertieetreeeseeeesseeeestesrsseessesnes $ 573 § 2227

(1) Certain property related assets and liabilities have been netted.

At Dec. 31, 2010, the company had cumulative unused federal and state (Florida) net operating losses (NOLs) of
$1,085.0 million and $407.9 million, respectively, expiring at various times between 2025 and 2028. In addition, the
company has unused general business credits of $3.7 million expiring between 2026 and 2029 and unused foreign tax credits
of $61.4 million expiring between 2015 and 2020. The company also had available alternative minimum tax credit
carryforwards for tax purposes of $195.1 million which may be used indefinitely to reduce federal income taxes.

The company establishes valuation allowances 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. Valuation allowances
have been established for state capital loss carryforwards, net of federal tax, and foreign tax credits. During 2010, our
valuation allowance increased $15.6 million. The increase includes a $1.9 million valuation allowance established against
state capital loss carryforwards that will more likely than not expire before the company has sufficient capital gains to offset
the losses within the remaining carryforward period. The valuation allowance on foreign tax credits increased $13.7 million
due to an increase in the estimated amount of unrealizable foreign tax credits. Our valuation allowance on foreign tax credits
was $28.3 million at Dec. 31, 2010. The valuation allowances reduce 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 or if the company’s projected
NOL position extends beyond the carryforward period.
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Effective Income Tax Rate

(millions)
Far the years ended Dec. 31, 2010 2009 2008
Income tax expense at the federal statutory rate 0f 35%..cccvevnienrcciinvicncines 1434 % 1094 § 899
Increase (decrease) due to
State income tax, net of federal income tax 6.7 8.0 2.5
Foreign income taxed at different rates........... (20.1) (18.0) (18.6)
Equity portion of AFUDC ..ot cenaeesesnesens 0.7 3.2) 2.2)
Tax on repatriation of foreign earmings .......cooceevvirnreiecnnncninnescnenns 371 12.5 14.8
Valuation allOWEANCE ......cccceviciermreccnreeriaresierisee et rie e steseesessessssrssesarurnness 15.6 2.6 12.0
DEPLEtiON ..o ctere st e et e sis et e e ns s e msnsarneareneesassnasaen 9. 7.3 (4.6)
OFRET ...t st ir s st s b s et s rar s s nas b st n et 2.9 5.4) 0.6
Total income tax expense on consolidated statements of income.....ccrnicvnniccnnns 1700 $ 986 $ 944
Income tax expense as a percent of income from continuing operations, before
INCOMIE TAXES s rareurrrcrirrenrearenesserseesssrsssorresasmesesersresssrsens soressarsassaressnasssncsesnsnsarss 41.5% 31.6% 36.8%

For the three years presented, the company experienced a number of events that have impacted the overall effective tax
rate on continuing operations. 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 foreign subsidiaries (see Note 16), valuation
allowance on foreign tax credits and depletion. The increase in the company’s 2010 effective tax rate compared to 2009 was
primarily due to the increased tax on the repatriation of foreign earnings as a result of TECO Guatemala’s sale of its
ownership interest in DECA Il and the valuation allowance on foreign tax credits.

During 2010, the company repatriated $224.2 million of foreign earnings resulting in a $38.1 million additional tax
expense, net of foreign tax credits. Of this amount, $34.0 million represented the tax expense on the repatriation of foreign
earnings due to TECO Guatemala’s sale of its ownership interest in DECA I1. At the end of 2010, the company no longer had
any foreign earnings considered indefinitely reinvested.

During 2008, the company repatriated $98.2 million of foreign earnings resulting in $14.7 million additional tax
expense, net of foreign tax credits. Of this amount, $71.7 million represented a one-time repatriation from certain foreign
subsidiaries whose remaining earnings at the end of the year were considered indefinitely reinvested.

The actual cash paid for income taxes as required for the alternative minimum tax, state income taxes and prior year
audits in 2010, 2009 and 2008 was $5.5 million, $4.1 million and $6.0 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 financial statements from such a position should be measured based 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.

During the first and second quarters of 2010, the company reached a favorable settlement for certain state items that
were under appeal. As a result, the company recorded an after-tax benefit of $4.0 million.
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A reconciliation of the beginning and ending amount of unrecognized tax benefits is as follows:

Unrecognized Tax Benefits

(millions) 2010 2009 2008
Balance @t JAN. 1, .ocovvverireeveiiecrersieeserrcsreessseesssereessrersssesenessaeesssessnsnessss. $ 102 % 149 § 149
Increases due to tax positions related to prior years ...c.ccvenciniininanne, — 0.7 —
Decreases due to tax positions related to prior Years ......covvnvineconnn, (5.8) 0.9) _
Decreases due to settlements with taxing authorities.... 2.2) e —
Decreases due to payments to taxing authorities .......... — (4.5) —
Increases due to expiration of statute of limitations........cuccvenveciiinnnne, 1.9 — —
Balance at DEC. 31, e reers s resssrsenesstsessmsessssssessrsessreraeis $ 41 % 102 §$ 149

The company recognizes interest and penalties associated with uncertain tax positions in “Operation other expense —
Other™ in the Consolidated Statements of Income. In 2010, 2009 and 2008 the company recognized ($1.1) million, $0.9
million and $1.4 million, respectively, of pre-tax (benefits) charges for interest only. Additionally, the company had $4.0
million of interest and penalties accrued at Dec. 31, 2010. As a result of the company reconsolidating TCAE (sec Note 19),
interest and penalties recorded on TCAE’s books for an uncertain tax position are disclosed in the company’s totals.

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 2009 consolidated federal income tax return during
2010. During the fourth quarter, the company finalized a settlement with the 1RS related to the only outstanding issue for the
2008 tax return with no material impact on earnings and operating cash flows. The U.S. federal statute of limitations remains
open for the year 2007 and forward. Year 2010 is currently under examination by the IRS under the Compliance Assurance
Program, a program in which the company is a 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 remains
subject to examination by various states for a period of up to one year after formal notification to the states. Years still open
to examination by taxing authorities in major state and foreign jurisdictions include 2005 and forward.

5. Employee 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 as 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 postretirement benefit plan. Changes in the funded status are reflected, net of estimated tax benefits, in
the benefit liabilities and 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 Benefits

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 earnings.

The Pension Protection Act of 2006 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.

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 funding results for TECO Energy. First, for plans
funded less than 100%, required shortfall 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 reflected the adoption of the asset smoothing methodology
under WRERA.
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The qualified pension plan’s actuarial value of assets, including credit balance, was 90% of the Pension Protection Act
funded target as of Jan. 1, 2010 and is estimated at 80% of the Pension Protection Act funded target as of Jan. 1, 2011.

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 management.

Other Postretirement Benefits

TECO Energy and its subsidiaries currently provide certain postretirement health care and life insurance benefits for
substantially all employees retiring after age 50 meeting certain service requirements. 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.

The Medicare Prescription Drug, Improvement and Modernization Act of 2003 (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 medical program for those eligible for Medicare
(generally over age 65) includes coverage for prescription drugs. The company has determined that prescription drug benefits
available to certain Medicare-eligible participants under its defined-dollar-benefit postretirement health care plan are at least
“actuarially equivalent” 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 losses and (b) certain disclosures for employers that sponsor postretirement health care plans that provide prescription
drug benefits.

In March 2010, the Patient Protection and Affordability Care Act and a companion bill, the Health Care and Education
Reconciliation Act were signed into law. Among other things, both 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.

Additionally, the Health Care Reform Acts contain other provisions that may impact TECO Energy’s obligation for
retiree medical benefits. In particular, the Health Care Reform Acts include a provision that imposes an excise tax on certain
high-cost plans beginning in 2018, whereby premiums paid over a prescribed threshold will be taxed at a 40% rate. TECO
Energy does not currently believe the excise tax or other provisions of the Health Care Reform Acts will materially increase
its postretirement benefit obligation. TECO Energy will continue to monitor and assess the impact of the Health Care Reform
Acts, including any clarifying regulations issued to address how the provisions are to be implemented, on its future results of
operations, cash flows or financial position.
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The company received subsidy payments under Part D for the 2008 and 2009 plan years, along with payments for the
first three quarters of the 2010 plan year. The company expects to receive the fourth quarter 2010 plan year payment later in
2011,

Pension Benefits Other Benefits
Obligations and Funded Status
(milfions) 2010 2009 2010 2009
Change in benefit obligation
Net benetit obligation at prior measurement date ™.......cooovrerenceireccniirennens $ 5877 % 5554 % 2076 $ 1889
SEIVICE COSLuviiiiiiiiciiiiiiiictien it tne ot er e sene s s e e e e s e ereneenrene 16.1 15.7 31 29
INEETESE COSt.virniririnriiiririiiiii et sb bbb beras s s 33.2 33.7 10.9 11.2
Plan participants’ cOmtributions ........ccorivmiv e 0.0 0.0 3.6 35
ACTIAHAL JOSS it 12.4 29.6 11.8 16.6
Plan amendments ..o oo ees e eeara e s enaesene 0.0 0.4 0.0 0.0
CUrtAIMENt c.eveiiiiiciccrrcrci s e e r e e rene s 0.0 0.8 0.0 0.0
Gross benefits Paid ... et e e rene s (34.2 (46.3 (16.7 (16.4
SEUIEIMEILS . eeveereerrernarrireearversesereremersessrersvasresasassasssassassesnsassesasnssasssssmseseenss se 4.9 0.0 0.0 0.0
Federal subsidy on benefits paid......oceovrverinrineinniennesecneene e eeeneseenens n/a v/a 1.7 0.9
Net benefit obligation at measurement date ™V ...cccovvivvvimrcnneceneneerienees $ 6103 § 5877 § 2220 % 2076
Change in plan assets
Fair value of plan assets at prior measurement date ' ......oovervconrcrrcencreneea $ 3889 § 3607 $ 00§ 0.0
Actual return on plan assets @ ... e 423 66.3 0.0 0.0
Employer contribUtions.....cocumrecrrininnievnreninensresassesmsssesorne 87.6 82 115 129
Plan participants’ cOntriBULIONS w...uvuvirisiinoeeiicecrnrevernsscoecsearerssserassennees 0.0 0.0 36 35
SEHIEMENLS. o s e e ea e e e b e @9 0.0 0.0 0.0
Gross benefits PAId c.voeevceccnrmrcorrerereernec s eetissesscssasessisseesesrasessassessessens (34.2 (46.3 (151 (16.4
Fair value of plan assets at measurement date V... $ 4797 $§ 3889 $ 0.0 % 0.0
Funded status
Fair value of PIan 8518 W ...ooivreeieveeceeremseernrssersssinesrasssssassscrsssessseresssassesases $ 4797 § 3889 § 00 $ 0.0
Benefit obligation (PBO/APBO} ....covvvvrcivcnrns e sennesesia 610.3 587.7 222.0 207.6
Funded status at measurement date ... e (130.6 (198.8 (2220 2076
Unrecognized net actuarial 1088 ..o vvivrivrinnnerinsniiniienssrersssevssessevesesnereees 220.8 228.7 31.9 18.3
Unrecognized prior (benefit) Service CoStu..uuminmmininnene e resreresnenens (1.7 2.1 5.7 6.5
Unrecognized net transition obligation ... ircrecrsnesnsenenessereneenees 0.0 0.0 4.2 6.5
Accrued liability at end OF YEaT...cvvemrei e ccrirer s s $ 85 8% 278 ($ 1802 (8 1763
Amounts recognized in balance sheet
ReEQUIALOTY @SSELS 1uvvviereeereriarerereerareerssarnsressessserssssesseaseseresssasasssesssasasssenear $ 1763 $§ 181.7 $ 61.2 % 47.4
Accrued benefit costs and other current Habilities .....vvvvevvceeasesinieresasenns 4.4 7.2 (13.8 (134
Deferred credits and other JHabilities.......cocvreorvecirrvreriernrserrsreemaresresveersserens (1262 (191.6 (208.2 (194.2
Accumulated other comprehensive loss (income) (pretax).......oooccvrccrnne 42.8 449 (194 (16.1
Net amount recognized at end Of YEar ....ccveevevirenivirevinsresienreressesrsssrrenssasees $§ 885 3% 278 (3 1802 (§ 1763

(1) The measurement dates were Dec. 31, 2010 and Dec. 31, 2009.

(2} The actual return on plan assets differed from expectations due to general market conditions.

(3) The Market Related Value (MRV) of plan assets is used as the basis for calculating the expected return on plan assets
(EROA) component of periodic pension expense. MRV reflects the fair value of plan assets adjusted for experience
gains and losses (i.e. the differences between actual investment returns and expected returns) spread over five years.
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Amounts recognized in accumulated other comprehensive income

Pension Benefits Other Benefits
(millions) 2010 2009 2010 2009
Net actuarial 1088 (ZAIN}...cccvvvirinnmarieia e e sree e e ren et caens $ 423 $ 443 $§ (193) $§ (16.3)
Prior service cost {credit) ....... 0.5 0.6 (1.0) (1.2)
Transition obligation (asset) 0.0 0.0 0.9 1.4
AMOUNL FECOEMIZE cv.vrrerereeeerieiercrereriseeseeseasersesastsssseerssassransares $ 428 § 449 $ (194 $ (6.1)

The accumulated benefit obligation for all defined benefit pension plans was $558.4 million at Dec. 31, 2010 and
$530.1 million at Dec. 31, 2009.

Assumptions used to determine benefit obligations at Dec. 31, 2010 and 2009:

Pension Benefits Other Benefits
2010 2009 2010 2009
DiSCOUNE TAIE .c.eovvs v st s sens e esssrsarassssseontassrnn s bescsesnssssasniscsnescrssas 5.30 5.75 5.25 5.60
% % % %
Rate of compensation increase - Weighted......o v 3.88 4.25 3.87 4.25
% % Yo Y%
Healtheare COStrENd FA1E .ovvrvvriirivrirrecrirrirarirrrecrsrsreesirrsssrssscosmemssssnssasmesssnsssessnns
THHHAL FALE oeeveeeeeeiiecrieecricreerires e svaressasssrnissaesrasasssssesessassnssssnssnasnrarensesans 8.00 8.00
n/a n/a Y% Yo
UHIMIALE FALE ... ereririeeiirarirareriirareerereressessrereersssessrssessssarssranssrsansesranararseseras 4.50 5.00
n/a n/a % %
Year rate reaches UHIMALE «..vocvvvveiir e ecee s crraers e eesraeserreessassesansesnas n/a n/a 2023 2016

A one-percentage-point change in assumed health care cost trend rates would have the following effect on the benefit
obligation:

(millions) Increase Decrease
Effect on postretirement benefit obligation ....co.eceineenniiciiniinicenne $ 84 % (7.0)
Pension Benefits Other Benefits
Net periodic benefit cost™”
(millions) 2010 2009 2008 2010 2009 2008
Service cost $ 162 % 157% 154 8% 3:28% 2¢8% 41
Interest cost 332 33.6 31.9 10.¢ 11.2 12.(
Expected return on plan assefs......cueenimcnmoenonieeen. (36.3 (37.8 (39.0 — — —
Amortization of:
ACTUATIAL 1085 ..eevviiievreeerinrnecienneceieceretne s e tsessesesennssesnsnsrses 124 8.7 4.0 e e —_
Prior service (benefit) cost (0.4 04 0.4 0.¢ 0.¢ 1.¢
Transition obligation .....c.oceccmervanne — — — 2.2 2.3 2.2
Curtailment 1085 (benefit) ..o e e 0.2 — e e —

SEIEMENT 0SS cverriirreeirrreiisreesireesrsssssiss covsrssrsssscerercsrarasesssvsnssssnseranes 1.6 — 0.9 - e e
$ 267 8% 2008% 128 % 1728 17328 20z

Net periodic benefit cost

(1)  Benefit Cost was measured for the twelve months ended Dec. 31, 2010, 2009 and 2008. The company elected a 15-
month transition approach allowed by accounting standards for employer’s defined benefit pension and other post-
retirement plans to move from an early measurement date of Sep. 30, 2007 to a year-end measurement date of Dec. 31,
2008. In connection with this election, the company recorded after-tax charges to retained earnings of $2.2 million for
pensions and $3.1 million for other postretirement benefits in the fourth quarter of 2008.

The estimated net loss and prior service net cost for the defined benefit pension plans that will be amortized from
accumulated other comprehensive income into net periodic benefit cost over the next fiscal year are $1.9 million and $0.1
million, respectively. The estimated net loss, prior service credit and transition obligation for the other postretirement benefit
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plans that will be amortized from accumulated other comprehensive income into net periodic benefit cost over the next fiscal
year are $0.5 miltion, $0.2 million and $0.1 million, respectively.

In addition, the estimated net loss and prior service benefit for the defined benefit pension plans that will be amortized
from regulatory assets into net periodic benefit cost over the next fiscal year are $9.3 million and $0.5 million. The estimated
net loss, 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 will be $0.4 million, $1.0 million and $1.8 million,
respectively.

Assumptions used to determine net periodic benefit cost for years ended Dec. 31,

Pension Benefits Other Benefits
2010 2009 2008 2010 2009 2008

DSCOUNT TALE .....eeeereecvuearrrearrsrserserrersessenrioraesssarsssneresorseersnsesonererssserarsiens 5758 6.05 6.20 5.60¢ 6.05' 6.20¢
Expected long-term return on plan assets .... 825« 825 825 n/a /a n/a
Rate of compensation INCIEASE ... 425 425 4.2% 4.25 4.2% 4.25
Healthcare cost trend rate

INHHAI TALE oot ctrneer et a e e vne s e e saas s s raesassans caebanene n/a n/a n/a 8.00 8.50 9.25

UHIMALE FALC...oeiccicniirceesrraccrirenearsreearrenesereessreesaeesstessersssarsassnsresesn n/a n/a n/a 5.00 5.00 5.25

Year rate reaches UHMAte ..ooveviiveeriie e vt s ses s scseevenens n/a n/a na 2017 2016 2016

The discount rate assumption was based on a cash flow matching technique developed by our outside actuaries and a
review of current economic conditions. This technique matches the yields from high-quality (Aa-graded, non-callable)
corporate bonds to the company’s projected cash flows for the 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 portfolio and asset allocation. A change in asset allocations could have a significant impact on the
expected return on assets. Additionally, 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, 2010, TECO
Energy’s pension plan experienced actual asset returns of approximately 11%.

The compensation increase assumption was based on the same underlying expectation of long-term inflation together
with assumptions regarding real growth in wages and company-specific merit and promotion increases.

A one-percentage-point change in assumed health care cost trend rates would have the following effect on expense:

(millions} Increase Decrease

Effect on periodic COSt...ocimminiircrrernrrirsreirseveressssecsmnsscesssneranes $ 05 §% 0.4

Pension Plan Assets

Pension plan assets (plan assets) are primarily invested in a mix of equity and fixed income securities. The company’s
investment objective is to obtain above-average returns while minimizing volatility of expected returns and funding
requirements 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.

Actual Alfocation, End of Year

Asset Category Target Allocation 2010 2009

EqQUILY SECUITHIES.covvrrrrerecorerercreemeresreeasessvnsnanenes 55% 56% 66%

Fixed InCome SeCUrities ..ovvonncanircrecsrecenesieeens 45% 44% 34%
TOtAl c.reeevereieiceer e e e e eece e rear e e vate e 100% 100% 100%

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
and funding. The company expects to take additional steps to more closely match plan assets with plan liabilities.
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The plar’s investments are held 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 all investments. When available, JP Morgan uses quoted market
prices on investments 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 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 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 as 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.

The following table sets forth by level within the fair value hierarchy the plan’s investments as of Dec. 31, 2010 and
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
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 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 Fair Value as of Dec. 31,2010

(millions)
Level 1 Level 2 Level 3 Total
ACCOUNLS TECEIVADIE ...eiiieiieariieer e et ssseaareesserssesisssesssrars e arerbessmsases $ 314 % 0.0 % 0.0 % 314
ACCOUNLS PAYEDIC .cveree e cnctrr st snss e r s ettt e e (45.2 (45.2
) 0.0 0.0 )
Cash €qQUIVAIENLS .ot ce st seses sesresessannas
Short term investment fund (STIF).... 7.9 0.0 0.0 7.9
Repurchase agreements ... v 0.0 14.0 0.0 14.0
MONEY MATKELS (.c..enveirveiarreeiiriesiirececneat e rrssesresessse saeseeensesessonesessraecen 0.0 0.3 0.0 0.3
Total cash equivaIENS.....ccovciicricr e 7.9 14.3 0.0 222
Equity securities
COMIION SIOCKS 1veuterrerrirnrcerierarisssiessnteseseseerasavensnssssniensosensiosesserasavenss 112.6 0.0 0.0 112.6
Preferred StOCKS v ec it e crccaescenrrrasssscne e serescsessreneras 0.0 1.0 0.0 1.0
American depository receipt (ADR) 4.8 1.3 0.0 6.1
Real estate investment trust (REIT) 2.0 0.0 0.0 2.0
Commingled fund......cc.cocevenvcrnivnnennne 0.0 24.8 0.0 24.8
MUtual fUnd . ceove e e e s ren e e sae seear s s nre e 121.5 0.0 0.0 1215
Total eqUILY SECUTIIES..cvveisiimsci it e sr s e ne s b em s nransarenss 240.9 27.1 0.0 268.0
Fixed income securities
Municipal bonds.......oaimic e 0.0 7.9 0.0 7.9
Government BONdS ... veceieviiecrrevn e sn e e ee e 0.0 26.3 0.0 263
COrporate bOndS ......covvviiiiiiiinirr s ivs st s e ersannesnesoreaneseiense 0.0 26.0 0.0 26.0
Asset backed securities (ABS) 0.0 0.6 0.0 0.6
Mortgage back securitics (MBS) 0.0 53.6 0.0 53.6
Collateralized mortgage obligation/Real estate mortgage investment
conduit (CMO/REMIC).....coiiiieiinieceeeieeeireesste s esnaseenes 0.0 3.0 0.0 3.0
MULUAL FUNAS .ot n e re e s s s e nenseranans 0.0 86.1 0.0 86.1
Total fixed INCOME SECUNTHIES ...vveirveereceieeceriecresieas e sere e ese s s s besiasaens 0.0 203.5 0.0 203.5
Derivatives
SWAPS 1vvcrirsirresies i s et ssre st ss s s e e b e 0.0 0.1 0.0 0.1
WIHEN OPHONS cevecrescreneccn et reecevecas s secrv st asea b s e s s eaeensseesss s 0.3 (0.3
0.0 ) 0.0 )
Total derIVAtiVES voviireciriererccec e et et arrasae e ren 0.2 0.2
0.0 ) 0.0 )
TOUBL st e st e et e e s e e e ba e s s s e s ate b ber g e st atsberas $ 2350 § 2447 § 0.0 $ 4797
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At Fair Value as of Dec. 31, 2009

(millions}
Level 1 Level 2 Level 3 Total
ACCOUNLS TECEIVADLE 1 11iteee e reresr e tee e it e st sen e rean s srs e en s abba s e besas e $ 72.8 % 0.0 $ 0.0 § 72.8
Accounts payable 35.6 (35.6
) 0.0 0.0 )
Cash equivalents
Treasury Dill oo s 0.0 0.3 0.0 0.3
Certificate 01 deposit. .o 0.0 36 0.0 3.6
STTF cteeereeeete v ercemen e saere st e e stsar s abb s et e e s b et s a b e R e s s s s s b e 6.7 0.0 0.0 6.7
Total cash equIvAlentS........covceiiiiicrn et 6.7 39 0.0 10.6
Equity securities
COMIMON SEOCKS 1.veerrreecemrererecnrrrereesneesscreennenestasssstestsasissasens sasesossansas 94.1 0.0 0.0 94.1
Preferred stocks....... 0.0 1.0 0.0 1.0
ADIR ciiiiievinieninsesseetasress e s eneesrase e e e csenats b esn e aranen srer et eren 7.1 1.1 0.0 8.2
REIT oo cieeivierveecveeesvsveransrrrasseraesssbasmesesaeesessenneresseosssesssesesaemsrons 1.1 0.0 0.0 1.1
Commingled fund........ccmiommm s 0.0 22.8 0.0 22.8
MULHAL FUNG ettt cieetein e e sresr e bevsrresserensssesseserensaressn 127.2 0.0 0.0 127.2
Total equity securities 229.5 249 0.0 2544
Fixed income securities
Municipal BONAS.....oovvvieiree e e b 0.7 3.2 0.0 3.9
Government bonds 0.0 27.5 0.0 275
Corporate bonds ......... 0.0 243 0.0 243
MBS Lottt et et eat e e b g e v ne e eaa ek e e beseesrrne 0.0 25.7 0.0 25.7
ABS ittt es st er e e st se st crt e ehe e et e ane st erneaneiraa 0.0 0.7 0.0 0.7
CMO/REMIC ... oirecienreissicnrnenseresinsasassessssssserasasessassessesnsss sens 0.0 3.9 0.0 3.9
Mutual fund....ccveennvenennee 0.0 0.9 0.0 0.9
Total fixed INCOME SECUTTHES ..cuveuvereieicrierecse et e ererise s rees s e eesnnarnars 0.7 86.2 0.0 86.9
OPLONS. ettt st s s e es s racor s b e s ressnsss s bbb et enssratran 0.3 0.3
0.0 ) 0.0 )
0.0 0.1 0.0 0.1

$ 2741 % 1148 § 0.0 $ 3889

» Cash equivalents, excluding the STIF, are valued using cost due to their short term nature. Additionally, cash
equivalents are backed by 102% collateral.

+ The STIF is a money market mutual fund and is valued using the net asset value (NAV), as determined by the
fund’s trustee in accordance with U.S. GAAP, at year end. Shares may be sold any day the fund is accepting
purchase orders, at the next NAV calculated after the order is accepted. 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 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 to a particular investment style. The fund is valued using the 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. eastern standard time.

+ 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 government bonds are the U.S. treasury curve, Consumer price index (CPI), and
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broker quotes, if available. The primary pricing inputs in determining the fair value of corporate bonds are the
U.S. treasury curve, base spreads, yield to maturity (Y TM), and benchmark quotes. ABS and CMO are priced
using to be announced (TBA) prices, treasury curves, swap curves, cash flow information, and bids and offers
as inputs. MBS are priced using TBA prices, treasury curves, average lives, spreads, and cash flow
information.

- The primary pricing input in determining the fair 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. eastern
standard time. Redemption proceeds will normally be received within three business days.

+ The level 2 options are valued using the bid-ask spread and the last price. Swaps are valued using benchmark
yields, swap curves, and cash flow analyses.

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 Pension
Benefit Guarantee Corporation (PBGC) premiums paid by the plan. TECQ Energy contributed $81.3 million in 2010 and
$6.7 million to this plan in 2009, which met the minimum funding requirements for both 2010 and 2009. These amounts are
reflected in the “Other” line item on the Consolidated Statements of Cash Flows. TECO Energy does not plan to make a
contribution in 2011 since the contributions made in 2010 satisfy the funding requirements for 2011. TECO Energy estimates
annual contributions to range from $35 - $50 million per year in 2012 to 2015 based on current assumptions.

The SERP is funded annually to meet the benefit obligations. The company made contributions of $6.3 million and
$1.5 million to this plan in 2010 and 2009, respectively. In 2011, the company expects to make a contribution of about $4.4
million to this plan,

The other postretirement benefits are funded annually to meet benefit obligations. The company 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
employees retiring on or after Jul. 1, 2001 is limited to a defined dollar benefit based on an age and service schedule. In 2011,
the company expects to make a contribution of about $13.8 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:

Expected Benefit Payments - TECO Energy Pension
{including projected service and net of employee contributions) Benefits Other Postretirement Benefits
Expected Federal
Expected benefit payments (millions) : Gross Subsidy
417 $ 151 8% 1.3
44.7 §$ 159 % 1.4
450 3 167 § 1.6
46.7 % 175 § 1.8
475 § 180 $ 1.9
2735 § 964 % 11.7

Defined Contribution Plan

The company has a defined contribution savings plan covering substantially all employees of TECO Energy and its
subsidiaries (the Employers) that enables participants to save a portion of their compensation up to the limits allowed by IRS
guidelines. The company and its subsidiaries match up to 6% of the participant’s payroll savings deductions. Effective April
2010, employer matching contributions were 60% of eligible participant contributions with additional incentive match of up
to 40% of eligible participant contributions based on the achievement of certain operating company financial goals. Prior to
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this, the employer matching contributions were 50% of eligible participant contributions, with an additional incentive match
of up to 50%. For the years ended Dec. 31, 2010, 2009 and 2008, the company and its subsidiaries recognized expense
totaling $12.6 million, $8.1 million and $7.1 million, respectively. related to the matching contributions made to this plan.

6. Short-Term Debt
At Dec. 31, 2010 and 2009, the following credit facilities and related borrowings existed:

Credit Facilities
Dec. 32, 2010 Dec. 31, 2008
Letters Letters
Credit Borrowings of Credit Credit Borrowings of Credit
(millons) Facilities  Ouistanding™  Ouistanding ~ Facilittes  Qutstanding V' Owistonding

Tampa Electric Company:

Seyear faCility @ ..cvicerecee e erenses $ 325108 5. % 0. § 32508 55. % 0.

I-year accounts receivable facility 150.¢ 7. 0. 150.( 0. 0.
TECO Energy/TECO Finance:

S-year facility @ e 2004 0. 6. 200.¢ 0. .
Total $ 6750 % 12. § 7. 8§ 6754 % 55. % 7.

(1) Borrowings outstanding are reported as notes payable.
{2) These S-year facilities mature May 9, 2012,
(3) TECO Finance is the borrower and TECO Energy is the guarantor of this facility.

At Dec. 31, 2010, these credit facilities require commitment fees ranging from 7.0 to 60.0 basis points. The weighted
average interest rate on outstanding notes payable at Dec. 31, 2010 and 2009 was 0.64% and 0.66%, respectively.

Tampa Electric Company Accounts Receivable Facility

On Feb. 18, 2011, 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 Omnibus
Amendment No. 9 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 Feb. 17, 2012. Please refer to Note 25 for additional
information.

7. Long-Term Debt

At Dec. 31, 2010, total long-term debt had a carrying amount of $3,229.1 million and an estimated fair market value of
$3,449.3 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.

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 2011 through 2015 and
thereafier are as follows:

Long-Term Debt Maturities

Total

Dec. 31, 2010 Long-Term
(millions) 2011 2012 2013 2014 2015 Thereafier Debt
TECO ENEIEY wovivreeenreervrrnsesiesenssarssessonieasassssssesssrsssases $ 48" § 0% 04$% 0C3% 8.8 0. % 57.
TECO Finance .... 15.1 0.1 0. 0. 191, 850. 1,056.
Tampa EIECHIC .cccv e cccti e ceermen oo v 0.4 308.. 60" 83. 83.. 1,308. 1,843.
PGS o iececeirrsnrnrnveseinsrescacssseraseraserssssssessnsarsevssnsrsssesares 3. 66. 0. 0.4 0.4 156. 226.
TECO Guatemala........cccorcersrervimrccrsracssnensenrsnrresssrnressanne 11.. 11 11. 11. 0.t 0. 44,
Total long-term debt maturities ..c..ovoverecercvernnsrnsinnnnss $ 78. % 386. % 714 % 94 % 283 % 2315 § 3,229
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Total

Dec. 31, 2610 ] Long-Term
(millions) 2011 2012 2013 2014 2015 Thereafier Debt

Debt Securities
Refinancing of CGESJ Debt

On Dec. 29, 2010 Central Generadora Eléctrica San José, Limitada refinanced its $44.7 million loan at a fixed rate of
3.0% for 2011 and a floating rate of 3-month Libor plus 275 basis points for 2012-2014. The loan is repaid quarterly with a
final payment on Dec. 31, 2014. In connection with this transaction, $0.9 million of unamortized costs were expensed, and
are included in “Loss on debt extinguishment” on the Consolidated Statements of Cash Flows for the twelve months ended
Dec. 31, 2010.

Tampa Electric Company Exchange Offer and {ssuance of 5.40% Notes due 2021

On Dec. 14, 2010, Tampa Electric Company completed an exchange offer (the Exchange Offer) which resulted in the
exchange of approximately $278.5 million principal amount of Tampa Electric Company notes for approximately $278.5
million principal amount of newly issued Tampa Electric Company 5.40% Notes due 2021.

The Exchange Offer resulted in the exchange and retirement of approximately:
. $131.5 million principal amount of Tampa Electric Company 6.875% Notes due 2012
. $147.0 million principal amount of Tampa Electric Company 6.375% Notes due 2012

for approximately $278.5 million principal amount of newly issued Tampa Electric Company 5.40% Notes due 2021,

The 5.40% Notes bear interest at a rate of 5.40% per year, payable on May 15 and November 15 each year, beginning
May 15, 2011 and mature May 15, 2021, Tampa Electric Company may redeem some or all of the 5.40% Notes at a price
equal to the greater of (i) 100% of the principal amount of the applicable Tampa Electric Company notes to be redeemed,
plus accrued and unpaid interest, or (ii) the net present value of the remaining payments of principal and interest on the
Tampa Electric 5.40% Notes, discounted at the applicable treasury rate (as defined in the applicable supplemental indenture),
plus 25 basis points. Such redemption price would include accrued and unpaid interest to the redemption date. In accordance
with allowed regulatory treatment, the unamortized costs are being amortized over the life of the original notes.

After the Exchange Offer, approximately $118.6 million principal amount of Tampa Electric Company 6.875% Notes
due 2012 and $253.0 million principal amount of Tampa Electric Company 6.375% Notes due 2012 remain outstanding.

Redemption of TECQ Energy, Inc. and TECO Finance, Inc. 7.0% Notes due 2012

On Dec. 2, 2010, TECO Energy and TECO Finance redeemed $73.2 million and $163.1 million, respectively, of 7.0%
Notes due May 1, 2012. The redemption price was equal to $1,089.73 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, $21.6
million of premiums and fees were expensed, and are included in “Loss on debt extinguishment” on the Consolidated
Statements of Income and as part of the “Cash flows from operating activities” in the Consolidated Statements of Cash Flows
for the twelve months ended Dec. 31, 2010.

Issuance of Polk County Industrial Development Authority Solid Waste Disposal Facility Revenue Refunding Bonds (Tampa
Electric Company Project), Series 2010

On Nov. 23, 2010, the Polk County Industrial Development Authority (PCIDA) issued $75.0 million Solid Waste
Disposal Facility Revenue Refunding Bonds (Tampa Electric Company Project), Series 2010, in a term-rate mode pursuant to
the terms of the Loan and Trust Agreement governing those bonds. Proceeds of the bonds were used to redeem $75.0 million
PCIDA Solid Waste Disposal Facility Revenue Refunding Bonds (Tampa Electric Company Project), Series 2007 bonds,
which previously had been in auction rate mode and were held by Tampa Electric Company since Mar. 26, 2008. The Series
2010 bonds bear interest at the initial term rate of 1.50% per annum and are subject to mandatory tender for purchase on Mar.
1, 2011, at which time the interest rate on the Series 2010 bonds may be converted to another interest rate mode or another
term interest rate of the same or different duration. Tampa Electric Company is responsible for payment of the interest and
principal associated with the bonds. Tampa Electric Company entered into a Loan and Trust Agreement with the PCIDA, as
issuer, and The Bank of New York Trust Company, N.A., as trustee, in connection with the issuance of the Series 2010
bonds.
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On Mar. 26, 2008, Tampa Electric Company purchased in lieu of redemption $75.0 million PCIDA Solid Waste
Disposal Revenue Refunding Bonds (Tampa Electric Company Project), Series 2007 and $20.0 million Hillsborough County
Industrial Development Authority (HCIDA) Pollution Control Revenue Refunding Bonds (Tampa Electric Company
Project), Series 2007C (collectively, the “2007 Bonds™). After the Nov. 15, 2010 issuance of the Series 2010 PCIDA Bonds,
$20.0 million in bonds purchased in lieu of redemption were held by the trustee at the direction of Tampa Electric Company
as of Dec. 31, 2010 (the “Held Bonds™) to provide an opportunity to evaluate refinancing alternatives. The Held Bonds
effectively offset the outstanding debt balances and are presented net on the balance sheet.

Redemption of TECO Energy, Inc. 7.2% Notes due 2011

On Apr. 22, 2010, TECO Energy redeemed $100.0 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 extinguishment” on the Consolidated Statements of Income and as part of the
“Cash flows from operating activities” in the Consolidated Statements of Cash Flows for the twelve months ended Dec. 31,
2010.

Redemption of TECO Erergy, Inc. Floating Rate Notes due 2010

On Apr. 14, 2010, TECO Energy redeemed all of the outstanding $100.0 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.

TECO Erergy, 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 $70.0 million principal amount of TECO Energy notes for cash and approximately $230.0 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 Statements of Income and as part of the *Cash flows from operating
activities” in the Consolidated Statements of Cash Flows for the twelve months ended Dec. 31, 2010. “Loss on debt
extinguishment™ also includes remaining unamortized debt issue costs of $0.9 million.

Issuance of TECO Finance, Inc. 4.00% Notes due 2016 and 5.15% Notes due 2020

On Mar. 15, 2010, TECO Finance, Ine. issued $250.0 million aggregate principal amount of 4.00% Notes due Mar. 15,
2016 and $300.0 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 vield 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.

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” above) 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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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
TCAE and CGESJ projects in Guatemala. (See Note 19.) The consolidation resulted in a net $44.4 million increase of non-
recourse debt.

At Dec. 31, 2010 and 2009, TECO Energy had the following long-term debt outstanding:

Long-Term Debt

(millions} Dec. 31, Due 2010 2009
TECO Energy Notes":
Floating rate 2.3% (effective rate 2.5%} for 2009... 2010 $ — $ 1000
7.50% (effective rate of 7.8%) for 2009.......c..nnn..e. 2010 — 2.8
7.20% (effective rate of 7.4%) cocevvinvcciinncroninens 2011 48.7 1917
7.00% (effective rate of 7.1%) for 2009.................. 2012 — 100.2
6.75% (effective rate of 6.9%)..ccc.vvvcorneecrnrerrcnenaes 2015 8.8 8.8
57.5 403.5
TECO Finance Notes™9:7.2% (effective rate of 7.4%) corevccnmnininininiins 2011 15.0 171.8
7.00% (effective rate of 7.1%) for 2009.........co..... 2012 o 236.2
6.75% (effective rate of 6.9%)%.cc.vivrinrvecrisnecens 2015 191.2 191.2
4.00% (effective rate 0f 4.2%) ovoverccvirnivcciinicnnianns 2016 250.0 o
6.572% {effective rate of 7.3%) .oveeverercrnrennccennene 2017 300.0 300.0
5.15% (effective rate of 5.3%) vocvnvvninnncisnnicnne 2020 300.0 —
1,056.2 899.2
Tampa Electric Installment contracts payable® t......occoiviiiiniiininns
5.10% Refunding bonds (effective rate of 5.6%).... 2013 60.7 60.7
5.65% Refunding bonds (effective rate 0f 5.9%) ... 2018 542 54.2
Variable rate bonds repurchased in 2008 ............ 2020 —_ e
5.50% Refunding bonds (effective rate of 6.2%).... 2023 86.4 86.4
5.15% Refunding bonds (effective rate of 5.4%) ©. 2025 51.6 51.6
Variable rate bonds (effective rate of 4.3%) 7........ 2030 75.0 —
5.00% Refunding bonds (cffective rate of 5.9%) . 2034 86.0 86.0
Notes'V: 6.875% (effective rate of 7.0%)..c.cccvceervvrnrvrenan 2012 99.6 210.0
6.375% (effective rate of 7.4%) .......... 2012 208.7 330.0
6.25% (effective rate of 6.3%) “'...... 2014-2016 250.0 250.0
6.10% (effective rate of 6.4%) ..... 2018 200.0 200.0
5.40% (effective rate of 5.8%) ..... 2021 2317 —
6.55% (effective rate of 6.6%) ..... 2036 250.0 250.0
6.15% (effective rate 0 6.2%) oveevivecnieeninrncreinne 2037 190.0 190.0
1,843.9 1,768.9
Peoples Gas System Senior Notes™: 9.93%........ reeeeerter ey e aan v e s nrranare 2010 — 1.0
B00% e crereee et 2011-2012 6.8 9.5
Notes™ : 6.875% (effective rate of 7.1%) cccvvvnvrrniercennns 2012 19.0 40.0
6.375% (effective rate 0f 7.4%) cccvvnrvvecnrevnnnrerecne 2012 44.3 70.0
6.10% (effective rate of 7.0%) ... RIS 2018 50.0 50.0
5.40% (effective rate 0 5.4%6) .ovvveecccennrrerriereenvencer 2021 46.7 e
6.15% (effective rate 07 6.2%) v vreecerreeriesesnrenns 2037 60.0 60.0
226.8 2305
TECO Guatemala Notes™ : 3.00% Fixed rate for 2011, floating thereafter. 2011-2014 44.7 —
3.00% FixXed rafe c.ooevuiercerrsiserirmreeceneerianssiessnnannes 2010-2014 e 7.6
44.7 7.6
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Long-Term Debt

{millions) Dec. 31, Due 2010 2009
Unamortized debt
discount, net......cccorceccne, (2.7) 0.2)

32264 3,309.5

Less amount due within
ONE YAl .ocviircriccrrcrnnsees, 78.3 107.9

$ 3,1481 $ 32016

Total long-term debt

{I) These securities are subject to redemption in whole or in part, at any time, at the option of the company.

{2) These long-term debt agreements contain various financial covenants.

(3) Guaranteed by TECO Energy.

(4) Tax-exempt securities.

{5) In March 2008 these bonds, which were in auction rate mode, were purchased in lieu of redemption by Tampa Electric
Company. These held variable rate bonds have a par amount of $20.0 million and are due in 2020.

(6) These bonds were converted in March 2008 from auction rate mode to a fixed rate mode for the term ending Sep. 1,
2013.

(7) These bonds were converted in December 2010 from an auction rate mode to a term rate mode ending Mar. 1, 201 1.

(8) These bonds were converted in March 2008 from an auction rate mode to a fixed rate mode for the term ending Mar.
15,2012.

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
2.5 million shares authorized, none outstanding.

Preferred stock of Tampa Electric — no par

2.5 million shares authorized, none outstanding.

Preferred stock of Tampa Electric — $100 par

1.5 million shares authorized, none outstanding.

9. Common Stock
Stock-Based Compensation

On May 5, 2010, the shareholders approved the 2010 Equity Incentive Plan (2010 Plan) as an amendment and
restatement of both the company’s 2004 Equity Incentive Plan (2004 Plan) and the 1997 Director Equity Plan (1997 Plan,
and together with the 2004 Plan, the Old Plans). The 2010 Plan superseded the Old Plans and no additional grants will be
made under the Old Plans. The rights of the holders of outstanding options, unvested restricted stock or other outstanding
awards under the Old Plans were not affected. The purpose of the 2010 Plan is to atiract and retain key employees and non-
employee directors, to enable the company to provide equity-based incentives relating to achieving long-range performance
goals and to enable award recipients to participate in the long-term growth of the company. The 2010 Plan is administered by
the Compensation Committee of the Board of Directors (Committee), which may grant awards to any employee of the
company who is capable of contributing significantly to the successful performance of the company. Only the Board of
Directors may grant awards to any non-employee members of the Board of Directors.

The 2010 Plan amended the 2004 Plan to reduce the number of shares of common stock subject to grants to 4.0 million
shares (a reduction of 3.0 million shares), remove the cap on shares available for stock grant, place various limitations on the
terms of awards granted under the 2010 Plan, remove the ability to make awards to consultants of the company and
reapprove the business criteria upon which objective performance goals may be established by the Committee to continue to
permit the company to take federal tax deductions for performance-based awards made to certain senior officers under
Section 162(m) of the tax code.

The types of awards that can be granted under the 2010 Plan include stock options, stock grants and stock equivalents,
Stock options were last awarded in 2006 under the Old Plans. 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. Time-
vested restricted stock granted to directors vests one-third each year. Performance-based restricted stock has been granted to
officers and employees, with shares potentially vesting after three years. The total awards for performance-based restricted
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stock vest based on the total return of TECO Energy common stock compared to a peer group of utility stocks. The
performance based grants can vest between 0% and 150% of the original grant. Dividends are paid on all time-vested stock
grants during the vesting period. Dividends are paid on ail performance stock granted prior to 2010 during the vesting period.
Dividends are accrued during the vesting period on all performance stock granted in 2010 and paid at vesting date on the
shares that vest. 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.

The fair market value of stock options is determined using the Black-Scholes valuation model, and the company uses
the following methods to determine its underlying assumptions: expected volatilities are based on the historical volatilities;
the expected term of options granted is based on accounting guidance for the 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 issues
{with a remaining term equal to the expected term of the option); and the expected dividend yield is based on the current
annual dividend amount divided by the stock price on the date 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: expected volatilities are based
on the historical 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 expected term of the award); and the expected dividend yield is based on the current annual
dividend amount divided by the stock price on the date of grant, with continuous compounding.

Assumptions 2010 2009 2008

Assumptions applicable to performance-based restricted stock
Risk-free INErest Fate .c.ccooervecnverinee oo snrceer e s resnecrnacenssessrnnns 1.37% 1.36% 2.46%

Expected lives (in years) 3 3 3
Expected stock volatility " 35.83% 34.11% 18.38%
Dividend yield...co.cvureeenee. 4.90% 7.54% 4.80%

Under the 2010 Plan and the Old Plans 0.8 million, 0.9 million and 0.7 million shares of restricted stock were granted
in 2010, 2009 and 2008, respectively, with weighted average fair values of $17.22, $10.63 and $16.85, respectively. The total
fair market value of awards vesting during 2010, 2009 and 2008 was $10.2 million, $7.0 million and $2.6 million,
respectively, which includes stock grants, time-vested restricted stock and performance-based restricted stock. As of Dec. 31,
2010, there was $11.6 million of unrecognized compensation cost related to all non-vested awards that is expeeted to be
recognized over a weighted average period of two years.

The following table provides additional information on compensation costs and income tax benefits and excess tax
benefits related to the stock-based compensation awards.

(millions) 2010 2009 2008

Compensation COSIS 1 ....cviiirrccnrerceiene s secunresensesrrsesr e res e sses e saressaan, $ 74 % 104 8§ 98
110oME 18X DENEIILS U oericrv s e ses s srbe s ses s b e s vmss st smraeres 2.9 4.0 3.8
EXCess 1ax Benefits @ . ooviiiciiirciormreniiesisiserinvasiesssienins sessvesssessessessonrssnnes 0.8 0.3 1.9

(1) Reflected on the Consolidated Statements of Income,
(2) Reflected as financing activities on the Consolidated Statements of Cash Flows.

The aggregate intrinsic value of stock options exercised was $0.7 million, $0.1 million and $8.4 miilion for the periods
ended Dec. 31, 2010, 2009 and 2008, respectively. Cash received from option exercises under all share-based payment
arrangements was $2.9 million, $0.4 million and $18.2 million for the periods ended Dec. 31, 2010, 2009 and 2008,

respectively. The income tax benefit realized from stock option exercises was $0.3 million, $0.1 million and $3.2 million for
the periods ended Dec. 31, 2010, 2009 and 2008, respectively.

115

125



http:of$17.22

TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED: SEPTEMBER 2, 2011

A summary of non-vested shares of restricted stock for the 2010 Plan is shown as follows:

Nonvested Restricted Stock

Time Based Restricted Performance Based
Stock™” Restricted Stock™
Weighted Weighted
Avg, Grant Avg. Grant
Number of Dare Number of Date
Shares Fair Value Shares Fair Value
(thousands) (per share) (thousands) (per share)
Nonvested balance at Dec. 31, 2009 582 % 14.44 1,161 § 14.3¢
Granted 195 16.7: 573 17.3¢
Vested....... (208 15.9¢ (423 18.0¢
FOTfEIE. o ciiiiiieireenrn i crers b e cssns sass e sas e s s nss e sesns saennesbescrnes {5 14.6:2 (12 14.7(
Nonvested balance at Dec. 31, 2010.....ooiiivvviviiinnieereeiercves e cceinre s 564 § 14.67 1,29¢ § 14.51

(1) The weighted average remaining contractual term of restricted stock is 2 years.

Stock option transactions during 2010 under the 2010 Plan are summarized as follows:

Stock Options
Weighted Avg. Aggregate
Number of Weighted Avg. Remammy Intrinsic
Shares Option Price Contractual Value
(thousands} (per share) Term (years) (mijllions)
Qutstanding balance at Dec. 31, 2009 .....ccoeveinneeneneerivesnnnee 6,002 $ 21.66
Granted ....eoviiererreccmisire et ren s b e sa e —— e
Exercised (213) 13,71
Cancelled (887) 21.49
Qutstanding balance at Dec. 31, 20100 .o 4902 § 22.04 38 7.3
Exercisable at Dec. 31, 2010%.....cciovirnineerecrrrrerarenees 4902 $ 22.04 35 7.3
Available for future grant at Dec. 31, 2010 3,374

(1)  Option prices range from $11.09 to $31.58.
As of Dec. 31, 2010, the options outstanding and exercisable under the 2010 Plan are summarized below:

Stock Options Outstanding and Exercisable

Weighted Avg.
Range of Option Shares Weighted Avg. Remaining
Option Prices {thousands} Option Price Contractual Life
$11.09-$13.64 ..o, «3 i2 3 Ve
$16.21 -$19.05..cciivrienn 1.0 % 16 5Y¢
$27.97-831.58 .. 2.8 24 1Y¢
Total coecnrvcrmrcecanenenins 4 8 22 3 Ye

Dividend Reinvestment Plan

In 1992, TECO Energy implemented a Dividend Reinvestment and Common Stock Purchase Plan. TECO Energy
raised $3.7 million, $3.8 million and $3.6 million of common equity from this plan in 2010, 2009 and 2008, respectively.

Shareholder Rights Plan
The Shareholder Rights Plan expired according to its terms in May 2009.
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Other

In February 2009, the Committee awarded eight senior officers time-vested restricted common stock in-licu 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 issued at a grant-date value of $12.15. These awards vested
one year from the date of grant.

10. Other Comprehensive Income

TECO Energy reported the following other comprehensive income (loss) (OC1) for the years ended Dec. 31,2010,
2009 and 2008, related to changes in the fair value of cash flow hedges and amortization of unrecognized benefit costs
associated with the company’s pension plans:

Other Comprehensive Income

(millions} Gross Tax Net
2010
Unrealized gain on cash flow hedges........coeevereroriirnccrvnniennrenn, $ 10§ (04 % 0.6
Plus: Loss reclassified to net income 39 (1.4 2.5
Gain on cash flow hedges......cc i icinenne 4.9 (1.8) 3.1
Amortization of unrecognized benefit costs and other ...t 37 0.0 3.7
Recognized benefit costs due to settlement.........coocnvvvrireceninnvinnns 1.7 0.7 1.0
Total other comprehensive INCOME ......cvevveereeecrirvereeereesernenns $ 103 % 25 $ 7.8
2009
Unrealized gain on cash flow hedges.....cocvvvviiviininncenreecnncnenienennes $ 4.0 $ 15 $ 2.5
Plus: Loss reclassified 10 net iNCOME ...cvveccirrrrcnriisnnernrerseeenennenrecrinnne 24.3 (5.0 15.3
Gain on cash flow hedges.....coccoucincmecminn. 28.3 (10.5) 17.8
Amortization of unrecognized benefit costs and other ...ococeevieeiennne 2.1 0.8) 13
Change in benefit obligation due to remeasurement........coveeevrrennenen 0.4 0.2) 0.2
Reclassification to earnings loss on available-for-sale securities V... 1.7 0.0 1.7
Total other comprehensive INCOME ....cocovvivviveenereniieecreneaeeeenns $ 325 $ (115 % 21.0
2008
Unrealized loss on cash flow hedges ......ocooiveevieecenieinnicnenes e $ (252) $ 94 $ (15.8)
Less: Gain reclassified t0 net inCome oo ncvcenecnninniioneccecnneens 4.9 1.8 3.1
Loss on cash flow hedges....ovvircimcecineccien e (30.1) 11.2 (18.9)
Amortization of unrecognized benefit costs and other ......cooeccecan 4.2 (1.6) 2.6
Unrecognized loss on available-for-sale securities ©........covceenvennnine 1.7 0.0 (L.7)
Unrecognized benefits due to remeasurement ...cc.uc.coeeeeeecrieesireennn (17.7) 6.9 (10.8)
Total other comprehensive 1085..covrrirrcrevivvenvvenrercsiaecrverssrnrens $ 45.3) § 165 $ (28.8)
Accumulated Other Comprehensive Loss
(miltions) Dec. 31, 2010 MQ_
Unrecognized pension losses and prior service costs® ...oveerinivanen $ {26.6) $ (27.8)
Unrecognized other benefit losses, prior service costs and transition
OBHZALIONS™ 1.ttt es e e e en e bnn s ranens 13.6 10.1
Net unrealized losses from cash flow hedges @ 4.2) (1.3)
Total accumulated other comprehensive loss $ (17.2) $ (25.0)

(1) Amount relates to an off-shore investment not subject to 1.8, Federal income tax.

{2) Net of tax benefit of $16.2 million and $17.1 million as of Dec. 31, 2010 and Dec. 31, 2009, respectively.
(3) Net of tax expense of $5.8 million and $6.0 million as of Dec. 31, 2010 and Dec. 31, 2009, respectively.
(4) Net of tax benefit of $2.7 million and $4.5 million as of Dec. 31, 2010 and Dec. 31, 2009, respectively.
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11. Earnings Per Share

In accordance with accounting standards for the calculation of earnings 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 prior to vesting as participating securities that should be included in the earnings allocation in
computing EPS under the two-class method. The standards require retrospective application for all prior periods presented.

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 earnings. The application of the two-class method did not have a material effect
on TECO Energy’s EPS calculations.

Earnings Per Share

(millions, except per share amounts) 2010 2009 2008
Basic earnings per share
Net income from continuing operations......ov v rerrereessrscrssseresses $ 2396 $§ 2139 $§ 1624
Less: Income attributable to noncontrolling interest...c..veevvonivnecn (0.6) 0.0 0.0
Less: Amount allocated to nonvested participating sharcholders ... (1.7) (1.8 (1.1
Net income attributable to TECO Energy available to common

Shareholders - BasiC.. oo v srecesrscrseseresenrssnsrsessasnens $ 2373 $ 2121 % 1613
Net income attributable to0 TECO Energy -.ccovoveirnenccreenirnvenninnne $ 2390 $§ 2139 § 1624
Amount allocated to nonvested participating sharcholders ............. (1.1 (1.8) (1.1)
Net income attributable to TECO Energy available to common

Shareholders - DasiC...cuiorrrrerciriicciesnresesrree s ens e erenenns $ 2373 § 2121 § 1613
Average shares outstanding COMMON .......ccovevevrireenevrncciiisoeneenns 212.6 211.8 210.6
Basic earnings per share attributable to TECO Energy available to

common Shareholders ......cccirvnarivnecciessrccrsrrrasr e ressssrsasnene $ 1.12 % 1.00 $ 0.77
Diluted earnings per share
Net income from continuing 0perations. ..o veeniecernevrrrecenns $§ 2396 § 2139 § 1624
Less: Income attributable to noncontrolling interest (0.6) 0.0 0.0
Less: Amount allocated to nonvested participating shareholders ... (1.7 (1.8) (1.1
Net income attributable to TECO Energy available to common

shareholders - diuted ..vvecoeecccecirsrcee e vs e $ 2373 § 2121 $ 1613
Net income attributable to TECO ENergy ...c.c.orvervccrmrecenrrnsesvnan $ 23%0 $ 2139 $ 1624
Amount allocated to nonvested participating shareholders ............. (1.7 (LY (1.1
Net income attributable to TECO Energy available to common

shareholders = diluted ..o $§ 2373 $ 2121 §$ 1613
Average shares outstanding COMMON ....ovvveeirrccmrniesieserssssnnenrirans 212.6 211.8 210.6
Assumed conversion of stock options, unvested restricted stock

and contingent performance shares, net..........coeiveniereecvinneens 2.2 1.3 0.8
Adjusted average shares outstanding common - diluted.................. 214.8 2131 211.4

Diluted earnings per share attributable to TECO Energy available

to common shareholders $ .11 § 1.00 % 0.77

27 6.0 4.3

Anti-dilutive shares

12, Commitments and Contingencies
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
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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.

TECO Coal Corporation and Premier Elkhorn Coal Corporation v. Orlando Ultilities Commission (OUC)

TECO Coal Corporation and Premier Elkhorn Coal Corporation (collectively, TECO Coal), wholly-owned subsidiaries
of TECO Energy, Inc., filed a declaratory judgment suit on Dec. 21, 2007, in the U.S. District Court for the Eastern District
of Kentucky. The dispute stems from a 1995 coal supply contract with QUC that contains a mechanism to adjust the contract
price every six months based on changes in government-published indexes intended to track changes in unit costs in TECO
Coal’s cost of production for supplying the coal. TECO Coal maintains that it is commercially impractical to continue the
contract because that mechanism has not worked as intended and has resulted in an unintended windfall for OUC. OUC has
filed a counterclaim unrelated to the commercial impracticability claim that seeks damages for TECO Coal’s failure to
deliver coal in 2008 when TECO Coal notified OUC of its inability to deliver coal as a result of force majeure.

On Sep. 17, 2010, the Court granted QUC’s motion for summary judgment against TECO Coal’s claim and denied
OUC’s motion for summary judgment on its breach of contract counterclaim against TECO Coal. On Jan. 6, 2011, the Court
on joint motion from both parties dismissed the case without either party making payment to the other. TECO Coal will
deliver the remaining tons provided on the contract that expires at the end of 2011.

Merco Group at Adventura Landings v. Peoples Gas System

in October 2004, Merco Group at Adventura Landings I, 1I and 111 (together, “Merco™), filed suit against Peoples Gas
System in Dade County Circuit Court, and in its second amended complaint under that action, Merco alleges that coal tar
from a certain former Peoples (Gas manufactured gas plant site had been deposited in the early 1960s onto property now
owned by Merco. Merco alleges that it incurred approximately $2.5 million in costs associated with the removal of such coal
tar, and recently provided expert testimony claiming $110 million plus interest in damages from lost profits due to the delay
in its condominium development project allegedly caused by the presence of the coal tar, Peoples Gas maintains that the coal
tar did not originate from its manufactured gas plant site and has filed a third-party complaint against Continental Holdings,
Inc., which Merco also added as a defendant in its suit, as the owner at the relevant time of the site that Peoples Gas believes
was the source of the coal tar on Merco’s property. Additionally, Peoples Gas has filed a counterclaim against Merco for
contribution for its portion of the damages, in the event Peoples Gas is found liable any damages associated with the coal tar,
alleging Merco is a responsible party based in part on its purchasing the property with knowledge of the presence of the coal
tar, In February 2011, the trial judge granted partial summary judgment to Merco and shifted the burden of proof to Peoples
Gas and Continental Holdings to prove the coal tar did not come from their respective manufactured gas plant sites. Trial is
scheduled for April 2011. As of the filing of this report, the ultimate resolution of this proceeding is uncertain and no
potential loss has been accrued.

Superfund 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, 2010, Tampa Electric Company has estimated its ultimate financial liability to be $21.3 million, primarily at PGS. This
amount has been accrued and is primarily reflected in “Regulatory liabilities” on the company’s consolidated balance sheet.
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 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
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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.

Potentially Responsible Party Notification

In October 2010, the U.S. Environmental Protection Agency (EPA) notified Tampa Electric Company thatitis a
potentially responsible party under the federal Superfund Jaw for the proposed conduct of a contaminated soil removal action
and further clean up, if necessary, at a property owned by Tampa Electric Company in Tampa, Florida. The property owned
by Tampa Electric Company is undeveloped except for location of transmission lines and poles, and is adjacent to an
industrial site, not owned by Tampa Electric Company, which the EPA has studied since 1992 or earlier. The EPA has
asserted this potential liability due to Tampa Electric Company’s ownership of the property described above but, to the
knowledge of Tampa Electric Company, is not based upon any release of hazardous substances by Tampa Electric
Company. Tampa Electric Company is in the process of responding to such matter, and the scope and extent of its potential
liability, if any, and the costs of any required investigation and remediation have not been determined.

EPA Administrative Order

In December 2010, Clintwood Elkhorn Mining Company, a subsidiary of TECO Coal Corporation, received an
Administrative Order from the EPA relating to the discharge of wastewater associated with inactive mining operations in
Pike County, Kentucky, TECO Coal Corporation is in the process of responding to such matter, and the scope and extent of
its potential liability, if any, and the costs of any required investigation and remediation related to its inactive mining
operations in the area have not been determined.

Long-Term Commitments

TECO Energy has commitments under long-term leases, primarily for building space, capacity payments, office
equipment and heavy equipment.

Total rental expense for these leases, included in “Operation other expense - Other” on the Consolidated Statements of
Income for the years ended Dec. 31, 2010, 2009 and 2008, was $11.5 million, $10.7 million and $9.9 million, respectively.
The following is a schedule of future minimum lease payments at Dec. 31, 2010 for all leases with non-cancelable lease
terms in excess of one year:

Future Minimum Lease Payments

Capacity Operating
(millions) Payments ¥ Leases Total
Year ended Dec. 31:

20T 1t eer et $ 88 $ 85 $ 17.3
2012 e 9.0 5.3 14.3
2013 e e er e 9.1 2.9 12.0
93 2.4 11.7
9.5 2.3 11.8
29.7 20.7 50.4
$ 754 % 42.1 § 1175

(I)  This schedule includes the fixed capacity payments required under a capacity and tolling agreement of Tampa Electric
which commenced Jan. 1, 2009.' In accordance with accounting standards on arrangements that contain a lease, the
company evaluated the agreement and concluded based on the criteria that the agreement met the lease definition.
Prudently incurred capacity payments are recoverable under an FPSC-approved cost recovery clause (See 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 liability; and/or

» Disclosure of specific details of the guarantee.
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Generally, guarantees of the performance of a third party or guarantees that are based on an underlying (where such a
guarantee is not a derivative) 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.

Alternatively, guarantees between and on behalf of entities under common control or that are similar to product
warranties are subject only to the disclosure provisions of the interpretation. The company must disclose information as to the
term of the guarantee and the maximum potential amount of future gross payments (undiscounted) under the guarantee, even
if the likelihood of a claim is remote.

A summary of the face amount or maximum theoretical obligation under TECO Energy’s letters of credit and
guarantees as of Dec. 31, 2010 are as follows:

Letters of Credit and Guarantees-TECO Energy

(milfions} After Liabilities Recognized
Letters of Credit and Guarantees for the Benefit of: 2011 2012-2015 2015 Total at Dec. 31, 2010
Tampa Electric
GUATANEEES coev e creeireraecererarriiresvanasacssssscarasessaraesanasessansssnirssae
Fuel purchase/energy management ® .......ocecrvvennenns $ 008 00 % 2008 2048 3
0.0 0. 20.( 20.( 3
TECO Coal
Letters Of Credit .. ovvvivicnre s cerincersrcccrsrcsessrerere s sessrarssecren 0.0 0. 6. 6. 0
Guarantees: Fuel purchase related # 0.0 04 5. 5.4 1
0.¢ 0.4 12.1 12.1 1
Other subsidiaries
GUATANEES et cerereenrrarencsecersorserarressssses s sssaresananrssnassescmsrren
Fuel purchase/energy management @ .......cconvcecinncnne 0.0 0. 109.° 109.% 0
TOEAL....ceeieecevvtiectent s erreessiae s bnsasansartebe b s sebersaarerssnasetassasoran $ 00 $ 008 1416 § 1418 8 4
Letters of Credit-Tampa Electric Company
millions) Afrer Liabilities Recognized
Letters of Credit for the Benefit of: 2011 2012-2015 2015 Total at Dec. 31, 2010
Tampa Electric
Letters Of Credit v e evecnirenreree et b rrnese s s $ 00 8 0038 0.0 $ 0.7 § 0
TOHAL ..ottt es e e ear e a e ebe st s u s s b e anar e e snetaesnerran $ 00S 003 0. % 0.7 % 0

(1)  These letters of credit and guarantees renew annually and are shown on the basis that they will continue to renew
beyond 2015.

(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 Dec. 31, 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 and its subsidiaries must meet certain financial tests as
defined in the applicable agreements. In addition, TECQ Energy, TECO Finance, Tampa Electric Company and other
operating companies have certain restrictive covenants in specific agreements and debt instruments. At Dec. 31, 2010, TECO
Energy, TECO Finance, Tampa Electric Company and the other operating companies were in compliance with all applicable
financial covenants.

13. Related Parties

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 $1.2 million, $1.6 million and $1.9 million for the
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years ended Dec. 31, 2010, 2009 and 2008, respectively, to Ausley 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, 2010, 2009 and 2008. No
material balances were payable as of Dec. 31, 2010 or 2009.

14. Segment Information

TECO Energy is an electric and gas utility holding company with significant diversified activities. Segments are
determined based on how management evaluates, measures and makes decisions with respect to the operations 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 consolidated financial statements of TECO Energy, but are
included in determining reportable segments.
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Segment Information

Tampa TECO TECO ¥ Other & TECO

(miltions) Electric PGS Coal Guatemala Eliminations Energy
2010
REVENUES - QULSTAETS cvvveirreeeviaeesiecamssiassanersrarsnsssnsssinrnne $ 2,161t $ 5100 8 690.0 $ 124 $ 0.0 $ 3487
Revenues - affiliates ..oococvvmrverncrnennincmmenr e 1.. 19.2 0.0 0.¢ (20.: 0.

TOtal FEVENUES ..ovireeerererreriecnreearenersirenssssersvacsens 2,163 529.¢ 690.0 124. (19.¢ 3,487
Eamings from unconsol. affiliates. ... 0. 0.( 0.0 13. 2’ 10.«
Depreciation and amortization....c....coeensnerieiinne 215. 46.( 43.5 7. 0. 3128
Restructuring charges ....coveeeeee. 0.t 0. 0.0 0.t 1.f 1.
Total interest charges “............... 122/ 18.: 6.8 15 67.1 231.
Internally allocated interest " ..... 0.t 04 6.6 11 (17.4 0.4
Provision (benefit) for taxes .....ccvcereeienircrnimerns o veneeens 122. 21.0 11.8 46.. (31 170.4
Net income attributable to

TECO ERErgy covevieeee v ssecisseeeresnesesesssnsenesns 208. 34.1 53.0 41.4 (98.: 2394
GOOAWIIL, DIEL oveeeiree v cricesnecr s aeeeein s e e resen e ereanen 0.t 0.( 0.0 55. 0.4 55.
Total assets ..cocuerererraceans 5,833. 918.¢ 332.2 292 (182.( 7,194.4
Capital expenditures 331 62.¢ 47.4 0. 47.¢ 489
2009
Revenues « OULSIAETS .vveeireeecirerrivrsserrsneeensveasssrsnsaasarneens $ 2,193.. % 455¢ $ 653.0 % 8. % 0. $ 3,310
Revenues - affiliates ..o i 1. 15.2 0.0 0.0 (16.: 0.l

TOtal FEVETUES cveevveveriireeeeececccrarersneeeeeeabanrraaceens 2,194, 470.% 653.0 8. (16. 3,310.:
Earnings from unconsol. affiliates.......covevinciivnnnnes 0.4 0.( 0.0 47. (0.t 46.
Depreciation and amortization......oreomcnnmni. 200.- 44 422 4 0. 287.¢
Restructuring charges ...c....oooeeeeee 18.- 4. 0.0 0.t 2. 257
Total interest charges *..... . 116. 187 7.3 12.¢ 71.¢ 227.4
Internally allocated interest ¥ .........cccvueenn. 0 0. 6.4 12. (194 0.4
Provision (benefit) for taxes ..o.coovvevervineriaserevccrnrerenns 98.: 13.2 7.8 10.! (31 98.t
Net income attributable to

TECO ENErgy..cccrvcniecrirnnrecemrcnrvnronsseesessosessonioes 160.. 318 37.2 38.¢ (54.( 213
GOOAWIL, DEL .o creeeceavrvererr s e rse e veteeeeseesecennnssnes 0.t 0. 0.0 59.¢ 0. 59.:
[nvestment in unconsolidated affiliates ... 0. 0.( 0.0 279.. 0. 279.
Total assets ..c.orreernrvnnes 5,697.! 870.] 326.6 380, (55. 7.219.:
Capital expenditures ......covernccenninemeecnosenne 533.1 50.: 17.4 0. 8’ 639.1
2008
Revenues - OUISIAETS cvivicreecireeveirceressaeeservsensarssenseserenes $ 2,080 % 0688.: % 5884 §% 8 3 0. % 3,375
Revenues - affiliates 1. 0.( 0.0 R] (1. 0.4

Total revenues 2,091.. 688.¢ 588.4 8. (1. 3,375..
Earnings from unconsol. affiliates .......cccmrrrcrniencenninne 0. 0. 0.0 72. 0. 72.f
Depreciation and amortization 185.1 414 37.6 M 0. 266.
Total interest charges "'.............. 114, 18.: 8.1 15.« 72.: 228.¢
Internally allocated interest 7 ..... 0.t 0.( 6.7 15. (21.4 0.
Provision (benefit) for taXes ......ccvevmvvercrncienernvsnnnons 81.¢ 17.: 23 14.¢ (21.¢ 94 .
Net income attributable to

TECO ENEIZY ccoreceirrrrrerisreraresessensinserssrmscsssssaennes 135.4 27.1 18.0 36. (55.. 162..
GOOAWILL, TIE e v rercne e crrverseer e e v e senans 0. 0.( 0.0 59. 0.( 59.
Investment in unconsolidated affiliates ... 0.1 0. 0.0 284.¢ 0. 284.1
Other non-current investments................ 0.1 0.( 0.0 0. 21.0 21
Total a8Sets .vvvvevenreeerreervrrervenennn 5,538.: 878.( 309.1¢ 383. 38 7,147«
Capital expenditures ......cviicmnnmone . 479. 69.( 403 0. 0.0 589.:

123

133




TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED: SEPTEMBER 2, 2011

(1)  Segment net income is reported on a basis that includes internally allocated financing costs. Total interest charges
include internally allocated interest costs that for July through December 2010 were at a pretax rate of 6.50%, for
September 2008 through June 2010 were at a pretax rate of 7.15% and for January 2008 through August 2008 were ata
pretax rate of 7.25%. Rates were based on the average of each subsidiary’s equity and indebtedness to TECO Energy
assuming a 50/50 debt/equity capital structure. Internally allocated interest charges are a component of total interest
charges.

(2) Revenues for 2009 and 2008 are exclusive of entities deconsolidated as a result of the accounting guidance for variable
interest entities. Total revenues for the San José and Alborada power stations, attributable to TECO Guatemala based
on ownership percentages, were $97.3 million and $117.1 million for the twelve months ended Dec. 31, 2009 and
2008, respectively. These entities were consolidated as of Jan. 1, 2010 as a result of accounting guidance effective that
date. See Note 19 for more information.

(3) The carrying value of mineral rights as of Dec. 31, 2010, 2009 and 2008 was $15.8 million, $16.6 million and $18.1
million, respectively.

Tampa Electric provides retail electric utility services to more than 672,000 customers in West Central Florida. PGS is
engaged in the purchase and distribution of natural gas for more than 336,000 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 Guatemala includes the San José and Alborada power plants and the TECO Guatemala parent company.

15. Asset Retirement Obligations

TECO Energy accounts for asset retirement obligations (ARO) under the applicable accounting standards. An ARO for
a long-lived asset is recognized at fair value at inception of the obligation if there is a legal obligation under an existing or
enacted law or statute, a written or oral contract, or by legal construction under the doctrine of promissory estoppel.
Retirement obligations are recognized only if the legal obligation exists in connection with or as a result of the permanent
retirement, abandonment or sale of a long-lived asset.

When the liability is initially recorded, the carrying amount of the related long-lived asset is correspondingly increased.
Over time, the liability is accreted to its 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 associated with coal
mining, storage and transfer facilities. The majority of obligations arise from environmental remediation and restoration
activities for coal-related operations.

For the years ended Dec. 31, 2010, 2009 and 2008, TECO Energy recognized $1.4 million, $1.4 million and $1.4
million of accretion expense, respectively, associated with AROs in “Depreciation and amortization™ on the Consolidated
Statements of Income. For the year ended Dec. 31, 2010, a $1.8 million estimated cash flow revision at Tampa Electric
resulted primarily from the decreased cost of removal of treated wood poles of nearly 50%.

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

Dec. 31,

(millions) 2010 2009
Beginning BAIANCE ....c.ccovevviiiece et rrnce e sscrerarees e et sbe e ne v s s e $ 552 % 529
Additional liabilities 0.8 0.4
Liabilities settled ................ (1.5) (1.0)
Accretion expense 1.4 1.4
Revisions to estimated cash flows (1.8) 0.0
OHEEY Lt rrer e reee e er e s st ses st e s s cscen e esase b ereseesart e st an e nensenaenerearsasaes: 1.6 1.5
ENAING DALANCE «..eeiiicirreeiieriericrencrcenncveresesr s eraosiases e e s e esnsaarseres e amnastonacaran: $ 557 § 552

(1) Accretion recorded as a deferred regulatory asset,
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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 a percentage. The net salvage factor is
principally comprised of two components - a salvage factor and a cost of removal or dismantlement factor. The company uses
current cost of removal or dismantlement factors as part of the estimation method to approximate the amount of cost of
removal in accumulated depreciation.

For Tampa Electric and PGS, the original cost of utility plant retired or otherwise disposed of and the cost of removal
or dismantlement, less salvage value is charged to accumulated depreciation and the accumulated cost of removal reserve
reported as a regulatory liability, respectively.

16. Dispositions
Sale of DECA 11

On Oct. 21, 2010, a TECO Energy subsidiary, TPSU, sold its 30% interest in DECA [I to EPM, a multi-utility
company based in Medellin Colombia, under a stock purchase agreement (SPA), for a sale price of $181.5 million. TPSU is a
subsidiary of TGH.

DECA 1l is a holding company in which, prior to the sale, TGH held a 30% interest, Iberdrola Energia, S.A. held a
49% interest and EDP — Energias de Portugal, S.A. held a 21% interest. Each of these parties sold its interest in DECA 11
pursuant to the SPA. DECA 11 holds an 80.9% ownership interest in EEGSA and affiliated companies. EEGSA is the largest
Guatemalan distribution utility, which serves Guatemala City, the capital of Guatemala and the surrounding region.

TGH received $181.5 million of the $605.0 million total purchase price for its 30% interest. In addition, TGH
repatriated approximately $25.0 million of cash previously held offshore in a tax deferral structure. During the third quarter,
TECO Guatemala recorded a $24.9 million income tax charge related to the unwinding of the tax deferral structure as the
earnings from DECA Il were no longer considered indefinitely reinvested. The sale resulted in a fourth quarter gain of
approximately $36.1 million at TECO Guatemala. Also during the fourth quarter, the company recorded $9.0 million of
Guatemalan and U.S. tax expenses as a result of the transaction.

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 gain of $18.3 million and total proceeds of $29.0 million.

17. Goodwill

Under the accounting guidance for goodwill, goodwill is not subject to amortization. Rather, goodwill with an
indefinite life is 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.

TECO Energy reviews recorded goodwill at least annually during the fourth quarter for each reporting unit. The fair
value for the reporting units evaluated is generally determined using discounted cash flows appropriate for the business
model of each significant group of assets within each reporting unit. The models incorporate assumptions relating to future
results of operations that are 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 observable activity. 1f a sale is expected in the near term or a similar transaction can
be readily observed in the marketplace, then this information is used by management to estimate the fair value of the
reporting unit.

At Dec. 31, 2010, the company had $55.4 million of goodwill on its balance sheet, which is reflected in the TECO
Guatemala segment. The goodwill arose from the purchase of multiple entities as a result of the company’s investments in its
San Jos€ and Alborada power plants ($52.4 million and $3.0 million gross amounts at inception, respectively). Since these
reporting units 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.

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 power plants. Additionally, multiples of earnings or another
performance measure to determine fair value is not available since there are no comparable entities in Guatemala that have
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recently been sold. While there may have been similar sales in Central America, these sales are not comparable 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 reporting units, the company used discounted cash flows of the
business model of each reporting unit.

The models incorporate assumptions relating to future results of operations that are based on a combination of
historical experience, fundamental economic analysis, observable market activity, and independent market studies. Cash
flows through 2015 were based on detailed operating forecasts provided to management. Growth factors of 2.5% for San José
and 1.0% for Alborada were applied to predict subsequent year cash flows through the expected plant closings. The growth
factors were determined based on each plant’s past trends, management’s expectations for inflation and each plant’s
opportunities for growth. The cash flows were discounted to a present value using the risk free rate of return at Dec. 31, 2010,
adjusted for an additional risk premium. The additional risk premium included a country risk premium, a relevered beta using
each plant’s debt/equity ratio, an equity risk premium, and a company specific risk premium. The resulting discount rate was
10.8% for San José and 10.3% for Alborada. Additionally, management performed sensitivity analyses on the model
valuation using discount rates up to 15.0%. The resulting calculations did not alter the conclusion of the tests.

The company determined the fair value of its San José and Alborada reporting units support the book value and related
goodwill carrying amounts at Dec. 31, 2010, resulting in no impairment charge.

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 value, 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 held and used by the company when such impairment indicators exist. No such indicators of
impairment existed as of Dec. 31, 2010, 2009 or 2008.

19. 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
PPAs with EEGSA, a distribution utility in Guatemala. The terms of the two separate PPAs included 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 CGESJ.
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The following table summarizes combined income statement information for the TCAE and CGESJ projects for the
years ended Dec. 31, 2009 and 2008, which were not consolidated:

Summary Resulis for TCAE and CGESJ

For the years ended Dec. 31,

(millions) 2009 2008

REVETIUES . ecoeerreverieniirseseeectcsnesaeraeesrans s srsbenmrsessteessssesestsiesaesiessaressssavasssensns $ 972 § 1171
Operating expenses 58.1 56.8
Project level INCOME™ ... v.imiiieirerccrecereecnrers e smiss s beiss e siessssnans 31.8 49.0

(1) Excludes taxes, allocated interest expense and administrative and general expenses. Includes project level interest.

The following table summarizes combined balance sheet information for the TCAE and CGESJ projects for the periods
ended Dec. 31, 2010, which were consolidated, and Dec. 31, 2009, which were not consolidated:

Summary Results for TCAE and CGESJ

(millions) Dec. 31, 2010 Dec. 31, 2009
CUITENE ASSEIS 1vvvvirorarnsereenssssnsrsmasearsrsseressssersstnssasssessseonserasmuavesssnsesne $ 719 % 58.1
Long-term assets and other deferred debits......ooevevvenicinniccnnieecnne 152.7 161.2
TOtAl ASSLLS .....vovveree et resecrnessserareroesebesnense sensrersnessssonsanes $ 2246 $ 219.3
Current HabilIties. ..o coveccireiinrenrcee et scsss e e s nssaesssareerens $ 225 % 17.6
Long-term liabilities and other deferred credits 371 51.2
EQUILY et snreectsteer e e rae st smsmres e esae e seemes et s vacerone 165.0 150.5
Total liabilities and equity...........ooeevveeeiniricrrinceecnvneeens $ 2246 $ 2193

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 $108.8 million, $105.5 million and $167.2 million, under these PPAs for the
three years ended Dec. 31, 2010, 2009 and 2008, 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 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. Tampa
Electric Company purchased $52.8 million, $31.7 million and $71.6 million, under this PPA for the three years ended Dec.
31, 2010, 2009 and 2008, 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
Balance Sheets, Statements of Income or Cash Flows.
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20. 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 fean 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 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.

Restructuring Charges Incurred

Termination
(millions) of Bengfits Other Costs Total
Total costs expected 10 be INCUITEd.......ooveecieninereeieesiereesicnannns $ 266 % 06 $ 272
Costs incurred in 2009 ..o iccinrecsiec oo snseesns (25.1) (0.6) 25.7)
Costs incurred in 2010 . oo e cncresenranenne (1.5) § 0.0 (1.5)
Total COSES TEMAININE. ..cververeeerriernsensaesinerrvsmsnseseseraresersssssessonns $ 00 § 00 % 0.0

Accrued Liability for Restructuring Charges

Termination

(millions)} of Benefits Orther Costs Toral
Beginning balance, Jul. 1,2009.....c..covieienrereeeeereeece e $ 00 $ 00 $ 0.0
Costs incurred and charged t0 eXpense ......coevvvconvverrrecrcvveninn: 26.6 0.6 27.2
Costs PAA/SEIEd ..virecr ittt e (22.9) (0.6) (23.5)
NON-Cash eXPEnse c.ooieenvvvniccnre e resere e re s s saes e srnarns (3.7 0.0 3.7
Ending balance, Dec. 31, 2010 $ 0.0 3 006 $ 0.0
Restructuring Charges by Segment
Tampa ;
(millions) Electric PGS Other ™ Total
Total costs expected t0 be INCUMTed ..o veeeccevvrceeree e $ 184 $& 47 § 41 § 272
Costs incurred in 2000 ..........occoivvivrcnimrrcrnreirareeeesesesssrersssseose (18.4) 4.7 (2.6) 25.7)
Costs INCUrred in 2010 c.iieiiiveirirce i ceniiecer v e rcaeeestvsnassarees 0.0 0.0 (1.5) (1.5)
Total COStS FEMAINING..vccrivrrerrericorierrserseererssressanrrnessarsiresessessesnsins $ 00 § 00 $ 00 $ 0.0

(1) Restructuring costs incurred at the parent company.

21. 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.
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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 OCl or in
net income, depending on the designation of those instruments (See Note 22). The changes in fair value that are recorded in
OCl 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 OCl 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.

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 (sec 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, 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 Dec. 31, 2010 and Dec. 31,
2009:

Total Derivatives

Dec. 31, Dec. 31,

(millions) 2010 2009

CUTTEIE BSSEES c1evvereeievnesiesserserecranestesssetsessunesssssnssssssosssssosss sosmssensansnnees $ 27§ 0.8
LONg-1erm assels .ooiiiniiieiiiiiisiei ettt e n e 0.2 0.2
TOtAL BSSEIS .vveiiereierireeieieterireeesceeeraessertrseressaessesserssevecsaessrnsesassrnesssasssens $ 29 % 1.0
Current HabilEs .....cooeiicrise s s e s sersrs e s esrecrasseecrneancrssonsrsnas $ 272 % 34.0
Long-term liabilities 2.6 3.6
TOtAl HADHTHES «.oveivevreevvriiieescre s cciee e e e stnbssassses e cesvennensssensesnenesss sas $ 298 % 37.6

The following table presents the derivative cash flow hedges of heating oil contracts at Dec. 31, 2010 and Dec. 31,
2009 to limit the exposure to changes in the market price for diesel fuel:

Heating Oil Derivatives

Dec. 31, Dee. 31
(millions) 2010 ) 2009
CUITENT BSSELS 1ovverrsrreeerrereiermressssessssneaseneeessererassarsssesasssssasssssersesssossrrrosnen $ 1.6 $ 0.0
LONE-EIMm @SSELS oottt e rcnta et ec s e ee e e s e s en e 0.2 0.2
TOA] ASSEES 1euereiecsinrrcsiiremrrsrsnr s iisssecsertecssnrasessmensresssararssnsnseassrssssrssserssares $ 18 5 0.2
Current HEDITHES ..veevvrrecioriivsisreeincceee s e svsernesrsssneesersesrsasennesressrsncssnas $ 00 § 0.9
Long-term Habilities...ooociviiririi v st e e 0.0 0.0
TOtAl HADIIHES 1 vveeivrrrereiirerieririsassecraererassessbiecss srsassrsanesscsssrsrsesssnsasesssssnns $ 0.0 $ 0.9
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The following table presents the derivative cash flow hedges of natural gas contracts at Dec. 31, 2010 and Dec. 31,
2009 to limit the exposure to changes in market price for natural gas used to produce encrgy, natural gas purchased for resale

to customers and natural gas used as a component price for explosives purchased:

Natural Gas Derivatives

Dec 31 Dec. 31
(miitlions) 2016 2009
CUTTEIIE BSSELS vvvrrveerirrorrenessssosaencssesres saessarsesareecsrossatesessasesanesoneasasasssnsares $ 1.1 §$ 0.8
LONZ-TEIM ASSELS 1voviivitiriiis st r e et b 0.0 0.0
TOtA] ASSEIS 1erurereeeeeirrireesiirvessieseessessnsse sesvssssreeasenssessaansanssnesenresermneassesnssseass $ 1.1 % 0.8
Current HabilItIes ..covcvvvereervrerereenreearesereensenesceressessesns $ 272 §% 331
Long-term liabilities 2.6 3.6
TOtAl HADITIHIES oo oeevvesraeeemeeinerersssrcrseecsrsessmressssecasasessncrsaosssassaessrssseasssress $ 298 $ 36.7

The ending balance in accumulated other comprehensive income {AOC]) related to the cash flow hedges and
previously settled interest rate swaps at Dec. 31, 2010 is a net loss of $4.2 million after tax and accumulated
amortization. This compares 1o a net loss of $7.3 million in AQCI after tax and accumulated amortization at Dec. 31, 2009,

The following table presents the fair values and locations of derivative instruments recorded on the balance sheet at

Dec. 31, 2010 and 2009:

Derivatives Designated As Hedging Instruments

(millions}

Asset Derivatives Liability Derivatives
Balance Sheet Fair Fair
Location Value Balance Sheet Location Value

at Dec. 31, 2610

Commodity Contracts:

Heating oil derivatives:

CUITEN  vvvereerresevaeeseesessscavissssesssssneesseesostcssessessstonsmsssnanns Derivative assets $ 1.6 Derivative Jiabilities $ 0.0

Long-term Derivative assets 0.2 Derivative liabilities 0.0

Natural gas derivatives:

CUITEN et rrrnrereiecesoricanerreesearessstrarosessonsesreessssnasarsssrersones Derivative assets 1.1 Derivative liabilities 27.2

LONEAEIII 1vtreaeerieievranicenserineetesterbrensassesssessssessnsesnnesesssen Derivative assets 0.0 Derivative liabilities 2.6

Total derivatives designated as hedging instruments....... $ 29 $ 298

Asset Derivatives Liability Derivatives

(millions) Balance Sheet Fair Balance Sheet Fair

at Dec, 31, 2009 Laocation Value Location Value

Commodity Contracts:

Heating oil derivatives:

CUITENL e eeevee et ee e eeet s vas st st se st e eeneseeeeseenranens Derivative assets $ 0.0 Derivative liabilities $ 0.9

Long-term Derivative assets 0.2 Derivative liabilities 0.0

Natural gas derivatives:

CUITENT o1 eeerraeieeeeeiretrcirrericavieeessaersscacasssearsssnsssssnanssnnnnnsssrens Derjvative assets 0.8 Derivative liabilities 331

LOng-term ... e Derivative assets 0.0 Derivative liabilities 3.6

Total derivatives designated as hedging instruments....... $§ 1o $ 376
T m— Ty
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The following table presents the effect of encrgy related derivatives on the fuel recovery clause mechanism in the
Consolidated Balance Sheet as of Dec. 31, 2010 and 2009:

(millions) Balunce Sheet Fair Balance Sheet Fair
at Dec. 31, 2040 Location ™ Valie Location Value

Commuodity Contracts:

Natural gas derivatives:

CUITENL oottt v an e crcsracer 1.1 Regulatory assets $  27.2
Long-term 0.0 Regulatory assets 2.6
TOMAL oottt st bt b enas e s $ 11 $ 298
tmillions) Balance Sheet Fair Balance Sheet Fair

at Dec. 31, 2009 Location Value Location ™ Valye
Commodity Contracts:

Natural gas detivatives:

CUITENE .ttt e snsans Regulatory liabilities $ 0.8 Regulatory assets $  33.1
LONEASIM ot er et cans st et ense e Regulatory liabilities 0.0 Regulatory assets 3.6
Total o $ 08 $ 367

(1) 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 passcd 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 Statements of
Income.

Based on the fair value of the instruments at Dec. 31, 2010, net pretax losses of $26.1 million are expected to be
reclassified from regulatory assets or liabilities to the Consolidated 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:

Amount of Amount of
Gain/(Loss) on Gain/(Loss)
Derivatives Location of Gain/(Loss) Reclassified
Recognized in Reclassified From AOCI From AOCI
(millions) OCI Into Income Into Income
Effective
Derivatives in Cash Flow Hedging Relationships Portion'” Effective Portion'”
2010
TRLErest Fate CONIFACIS, ..o imivevinicreneicnesnesne e $ 0.0 Interest expense ($ 1.7
Commodity contracts:
Heating oil derivatives......ooceceeeneenecie e cccreeccneee e 0.6 Mining related costs 0.8)
TOUBL ottt recs s et ca s e nse s $ 0.6 3 2.5)
2009
TALerest rale CORIPACIS: c.ouiemrovnrirerseesessraansrscssssnsensessosas ¢ 0.3) Interest expense $ 2.0)
Commodity contracts:
Heating oil derivatives.. ... ceninesreeineennreseecseerseens 2.8 Mining related costs (13.3)
TOAL c.vvirevevevreeeiiinereeniesraee e e sanessssrenassanarsenaseaneeneesessnrans $ 2.5 % 15.3)
2008
IRLEreSt FAIE COMIFACIS. cevvecvevirreerirecsirressererenaensscncanesserens $ 3.4) Interest expense (63 1.0)
Commodity contracts:
Heating oil derivatives (12.4) Mining related costs 4.1
TOUAL cernrenecrnrercrrerereesres s sesresseraeees rese e bes et paes s ssosranas 15.8) $ 3.1

(1)  Changes in OCI and AOCI are reported in after-tax dollars.
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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 years ended Dec. 31,
2010, 2009 and 2008, all hedges were effective.

The following table presents the derivative activity for instruments classified as qualifying cash flow hedges for the
vears ended Dec. 31:

Amount of Amount of
Gain/(Loss) Gain/(Loss)
Fair Value Recognized Reclassified From

(millions) Asget/(Liability) in OCI" AOC! Into Income
2010
INTEIESt TALE SWAPS.cerrverersercririerrsiererciecerassneneserensmsensermoseassecsnne $ 0.0 $ 0.0 (8 1.7
Heating 011 derivatives ..o ireccrncrsnmecanmnnreressenessses, 1.8 0.6 (0.8)
TOUAL ..o ettt reas e ee e rane b eenan e neeee e nares $ 1.8 % 06 (8 2.5)
2009
INEETESt FALE SWAPS...ovveearerrererirarresrcreirsessesessensarmisesnansrsnnersarenes $ 0.0 (3 03) (8 2.0)
Heating 01l derivatives ...ccocvvvreciicvnreniniesscernesransresevesnesenn, 0.7 2.8 (13.3)
TOtaL et circe e e n et s e e sear s e s e e s baseras (3 07) § 2.5 (% 15.3)
2008
INLErest TATE SWAPS....cievuivrererunrrrreeesrreerreseersessssessasrereasassasarses $ 00 & 3.4) (8 1.0)
Heating oil derivatives... {26.3) (12.4) 4.1
TOAL .cireiiirreciciercrecrnrerees e erersss s s esecanrseessaressseeesasantesnreessvesanns ¢ 26.3) (% 15.8) $ 3.1

(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 commodity type the company’s derivative volumes that, as of Dec. 31, 2010, are expected to settle during the 2011 and
2012 fiscal years:

Heating Oil Contracts Natural Gas Contracts
(millions) (Gallons) (MMBTUs)
Year Physical Financial Physical Financial
20T ettt s es e e et ae bt s s a s et es ke saenaes s re sy pens s e saesebenntene 0.0 7.0 0.0 319
2012 e ettt ae b s st bt R e e anerer e ansaenesnenenn 0.0 0.5 0.0 9.6
TOMAL et et e ek st ra ey et sen e se e brenn 0.0 7.5 0.0 41.5

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 ¢xposure 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 Dec. 31, 2010, substantially all of the counterparties with
transaction amounts outstanding in the company’s energy portfolio were 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 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
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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 Dec. 31, 2010,
substantially all positions with counterparties were 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 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 Dec. 31, 2010:

Contingent Features

Denvative
Fair Value Exposure
fmultions) Asset/ Asset/ Posted
At Dec. 31,2010 (Liability) (Liability) Collateral
Credit RANZ..o.vecvrccrrrrenececrercareseetsreessscesa et ebees resesesasnesne s $ 29.8) (% 29.8) § 0.0

22. Fair Value Measurements
Determination of Fair Value

The company measures fair value using the procedures set forth below for all assets and liabilities measured at fair
value that were previously carried at fair value pursuant to other accounting guidelines.

When available, the company uses quoted market prices on assets and liabilities traded on an exchange to determine
fair value and classifies such items as Level 1. In some cases where a market exchange price is available, but the assets and
liabilities are traded in a secondary market, the company makes use 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 or 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 a Recurring Basis

The following table sets forth by level within the fair value hicrarchy the company’s financial assets and liabilities that
were accounted for at fair value on a recurring basis as of Dec. 31, 2010. 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 and heating oil swaps, the market approach was used in determining fair value.
For other investments, the income approach was used.
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Recurring Fair Value Measures

At fair value as of Dec. 31, 2010

(millions) Level 1 Level 2 Level 3 Total
Assets
NAWEA] ZAS SWAPS ©1oveiioreetrrienirserserresessrssarsorestissarsscisssmsansessasssssassssesaes $ 00 § 1.1 $ 00 §$ 1.1
Heating 0il SWaPS...cc v e 0.0 1.8 0.0 1.8
TOAL .ttt ettt sb e sbs s na s s $ 00 % 29§ 0.0 § 29
Liabilities

$ 00 § 298 § 00 $ 298
0.0 0.0 0.0 0.0

TOtAl ot e $ 00 § 298 § 00 $§ 298

Natural gas swaps
Heating oil swaps

At fair value as of Dec. 31, 2009

(millions) Level 1 Level 2 Level 3 Total
Assets
NAUFAL ZAS SWAPS 1eveinirninirreeeeeeeeerereacireresnasresssassssnsscssseseasanssssarerssnesens $ 00 $ 08 $ 00 §$ 0.8
Heating Ol SWAPS ..ottt ase e e se s e ses s 0.0 0.2 0.0 0.2
TOML st e e g sa e $ 00 $ 1.0 §$ 00 $ 1.0
Liabilities
NALUTAl ZBS SWADS .evcomeiecrvrrarrercrsrerereserestestcebeneeenssrorsersassasssesssssessnis $ 00 § 367 §$ 0.0 § 367
Heating O] SWaPS ..ccvivieiri et se e 0.0 0.9 0.0 0.9
TOLAL caveiiiriecirtii et e scssa s s sttt et e sr e e e b s raaens $ 00 § 376 § 00 & 376

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 (See
Note 21).

The table below details the change in value and eventual sale of auction rate securities backed by pools of student
loans. These securities were recorded in the “Other investments™ line of the Consolidated 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 default rate. Cash flows were discounted at a rate approximating
current market spreads for similar securities.

Based on the protracted disruption of the market for these securities and the uncertain potential for its recovery, the
company no longer expected to hold the securities indefinitely to recover the original value. Accordingly, the impairment was
deemed other-than-temporary and recognized in “Other income™ on the Consolidated 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.

There were no Level 3 assets or liabilities during the 2010 fiscal year.
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Assets Measured at Fair Value on a Recurring Basis Using Unobservable Inputs (Level 3)

Auction Rate

(millions) Securities
Balance at Dec. 31, 2008......cvivieeecrsireesne e srns s ssees e sseesensssresssssrarnanane $ 13.3
Transfers to Level 3. e ess e n st seannneane 0.0
Change in fair market value included in earmings .....ocoocoeeeevvrrirrssecivancnns 4.1
Balance at Mar. 31, 2000......co e cerr s rrene e e senre e sene s rans e anaran 3 9.2
Transfers 10 Level 3.t ravsane s esse e s seeseesssernes 0.0
Change in fair market value included in earnings .... 0.0
SEUIEA veerereecrreeerireiresiectiiesecr s e esae s s st s e sre s aressse e sranesbssensnssrnnen (7.3)
Balance at Jun. 30, 2000 ... et s resa e s $ 1.9
0.0
0.6
(2.5)
0.0
Balance at Sep. 30, 2009 ...cocriecmeriicinieiien s seassererereresisssensnsisssssassesens b 0.0
Transfers 10 Level 3. e cnerinee s s s s s crane e snante s srenans 0.0
Change in fair market value.... 0.0
SEHIEA . ve i iveecrireneirrseeces e ssra v vt e ens e s sEs e s e sae s e san e R e eRese s Ao ner s b areaas 0.0
Included In €ArMINES ...coeevcoiei e cree st s v e cas e s e eaeen 0.0
Balance at Dec. 31, 2000 ... i ecececttrecianrvesarsee e cn e seare v se s r e an % 0.0

23, TECO Finance, Inc.

TECO Finance, Inc. (TECO Finance) is a 100% 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 (see Note 7). See also Restrictions on Dividend Payments and Transfer of Assets in Note 1.
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Quarter ended Dec. 31 Sep. 30 Jun. 30 Mar. 31
2010
REVEMUES .vveririierreeesit st e e bese e ssee et ssnane 7750 $ 9018 $ 8988 §$ 9123
Income from OPErations.........cccvvvveeerevreerereeeeereeeesenns 1283 $ 1597 $§ 1699 $ 168.9
Net iNCOME .eeenerrereeirreernecreeteeeeneeeeenas 56.7 $ 51.0 $ 755 $ 55.8
Earnings per share (EPS) — basic...... 027 $ 024 $ 035 $ 0.26
Earnings per share (EPS) — diluted 026 $ 024 $ 035 $ 0.26
Dividends paid per common share ..........ccccoevererenen. 0205 $ 0205 $ 0205 $ 0.20
Stock price per common share @ .........ccoveeierienreernnan.
High 1811 $ 1765 $§ 1735 $§ 16.54
Low 1658 $ 1478 $ 1446 $ 1446
Close 1780 $ 1732 $§ 1507 $ 15.89
Quarter ended Dec. 31 Sep. 30 Jun. 30 Mar. 31
2009
REVENUES ...ovvenreerrrerrirerreesrerresreeeserenerseneseneneseerees e 7650 $§ 8963 $ 8252 § 8240
Income from operations 1194 $ 1350 $§ 1231 § 82.7
NEt INCOME ..uvrereirrererereniererretriesrerse e saesssresesssasans 535 $ 64.8 $ 609 $ 34.7
Earnings per share (EPS) — basic .........cce...... 025 § 030 $ 029 § 0.16
Earnings per share (EPS) — diluted 025 $ 030 $ 029 §$ 0.16
Dividends paid per common share ................... 020 $ 020 $ 020 $ 0.20
Stock price per common share ©.........c.ccoeeu.e..
High oo 1671 $ 1464 $§ 1241 $ 1297
LOW ot 1345 § 1116 § 1028 $ 841
ClOSE cevvenirieretreeieteseeseressene et sae s saesaas 1622 § 1408 $ 1193 $ 11.15

¢))

Trading prices for common shares

25. Subsequent Events

Tampa Electric Company Accounts Receivable Facility

On Feb. 18, 2011, Tampa Electric Company and TRC, a wholly-owned subsidiary of Tampa Electric Company,
amended their $150 million accounts receivable collateralized borrowing facility, entering into Omnibus Amendment No. 9
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. 17, 2012, (ii) provides that TRC will pay program and liquidity fees,
which will total 70 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.
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TAMPA ELECTRIC COMPANY
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
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Ne.
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Consolidated Statements of Cash Flows for the years ended Dec. 31, 2010, 2009 and 2008 ......cooeceovvcvervvnnnene F-55
Consolidated Statements of Retained Earnings for the years ended Dec. 31, 2010, 2009 and 2008 ....ccvcvivvennne F-56
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Management’s Report on Internal Control Over Financial Reporting .......cvicoeevneveecineernmecncmenecsonsscnncorees F-84
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SEBNATUIES 1.eciecririerererrrrrrssreesceseosbertten s tes e s e este s eabesasesstsnessennsassssssassssssrsvsssertessesnnesssemeestonnsssesnmsnnensessarstenssnsansenne S-1

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.

137

147



TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED: SEPTEMBER 2, 2011

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) at December 31, 2010 and
2009, and the results of their operations and their cash flows for each of the three years in the period ended December 31,
2010 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, These financial
statements and the financial statement schedule are the responsibility of the Company’s management. Our responsibility is to
express an opinion on these financial statements and the financial statement schedule based on our audits. We conducted our
audits of these statements in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by

management, and evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

/s/ PricewaterhouseCoopers, LLP

Tampa, Florida
February 25,2011
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TAMPA ELECTRIC COMPANY
Consolidated Balance Sheets

Assets Dec. 31, Dec. 31,
(millions) 2010 2009

Property, plant and equipment

UHHEY PIANE I SEIVICE oottt ecrer s nrmecceras st sb e s rsms car e e cemrenms s r s eane b s s b s sresnbasnens
EIECIIC e iiter e ere e e ve e s e s st e s ae s v s et e va s a e ane e rare s s s eas s bertshbetrsenacinen bt e sasaarnenbonans $ 63434 %5 60059
GBS 1 recrruierereurereer i sser oo s e s s en e re e sha e st s R et 43 e S ae TSRS E RS SRRt n R e S e rer e rd SRR Sh s sReer s eeresas 1,060.6 1.017.2
Construction WOTK IN PIOZIESS .....ciceioieeerirricrrrarsinensesravsersseeessessersasserssoeasesseesensneesesoserasoners 206.8 303.0
Property, plant and equipment, at original COSES ......ccoiinmiimii s 7.610.8 7,386.1
AccUMUIALEd dePTECIALION ...eevivireerietyerereeeieee e eer e sse s taesees e eseesaroneesresrensrsreasarassensenrensensen (2,093.9 (1,988.1
5,516.9 5,398.0
OhEL PrOPEITY ceoviiniiscoiniirisiri st ees s ss s s s b sh e s s e h b Lo b AR A4 4R ES e Abs0 S L s b e bt eR bbb b e s as e e s r e s ans 4.7 4.4
Total property, plant and equipment (NEL) «...coceorrecreiermenrs e see e 5,521.6 5,402.4
Current assets
Cash and cash eQUIVAIENTS ... eecr s e n e st se s see e s ananescanenn 3.7 5.5
Receivables, less allowance for uncollectibles of $3.2 and $1.6 at Dec. 31, 2010 and 2009,
FESPECHIVEIY ot ieteitiirectraeesceteece sercrnrersessesern rebes s eose e ks e an e e easeeneseoeeasasnensaretaresor b easenbasesseasn 264.6 228.6
INVENTOTICS, A1 BVETAZE COSL.oirriiiircrrercrrrsrcrrrescrrervernrsetessteesrsisnerssneesssosncrsercrsessasesnresnessonsasnes
FUBT et crerer s e e st s s e s s et s e s e s et s aeen e e et e e em racs et e aresebentenasnesrrans 119.0 85.8
Materials and supplies ... 59.1 55.8
CUITENE TEEUIALOLY ASSELS coeneiiecerer ettt e stk sesss s sb e sanssean s aotonaasessaamsranasosenssrenersers 62.7 109.2
CUITENT AELTVATIVE BSSELS wo.eirveinrrrninearearersresineestesnessessnrseessersessesrsnsasessaranssearssessasseassnreassssssssasns 1.1 0.8
Taxes receivable 24.6 16.8
1.5 0.0
10.0 12.0
546.3 5145
17.8 20.1
Long-term TeUIATOTY GSSEIS ...coiirvivereirrrsirrrevrerercessetessesessnsssessseniruraseessseersaesssessanesnsesssasserssrans 341.9 335.6
BTttt et sas s e s e s bR e e e s et e e e e asas 10.9 1.2
Total Aeferred dEbItS...omiieeririeeisiceissesereseresssescsss st sssas s ssssssesessessssss s st s esansssasens 370.6 356.9
Total assets $ 64385 § 62738

The accompanying notes are an integral part of the consolidated financial statements.
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Linbitities and Capital Dec. 31, Dec. 31,
(millions) 2019 2009
Capital
COMUMON SLOCK covenererreeesreesiveresevseresassermsssessarssessssstssnansvosteressssesasnsraeesssssaessesssesnsraaensvonsrusansssons $ 1,8524 § 1,802.4
Accumulated other comprehensive loss.... 53 6.1
Retained earnings 3111 307.5
Total capital 2,158.2 2,103.8
Long-term debt, less amount due within one year 2,066.1 1,994.4
Total CaPIAlIZALION ...cvvevvereeecirerireiirrercratessanr e se e eee e e eeaesseesae s s sseasassersaasnsssnasessensasnes 42243 4,098.2
Current liabilities
Long-term debt due within one year 34 3.7
Notes payable.......cccoiinnniiinnn 12.0 55.0
ACCOUNES PAYADIE ... ittt eer et eeer e teee e s ee s e e st e sassnsern srseseanseearanssans srensnensesbans 219.0 206.1
CUSLOIMET EPOSIES -o.veeiiiiieiineeeiar v et atersn et err s n st see ste e st e e s s seae s aeeneeunantaseneaneresesssnessnsssnensonsens 156.5 151.2
Current regulatory liabilities ... 110.0 85.4
Current derivative THaDITHES couvrercn i cccrmrireresrresis e seirarescrnecissssacsarsssrensaaesses sreassressnsonssrenessrnssasss 27.2 33.1
Current deferred INCOME LAXES .coovvveiivieiiirrcniririinisiaeeciessrrcssestressssessasastesersssssssstessessreasaresessrsesss 0.0 15.9
Interest accrued 24.6 27.7
Taxes accrued.......... 14.0 12.1
OBBE et e ercnime e s e s cterra st s e sesesas et s sressanssearees s enseess et esaasserasesasensasessesrensnsessenbyantastveseasbans 12.2 16.5
Total current Habilities.....ocvivicriircirrcesrrierirrscessrcrsrrecsssrerasssrsaessrrssssrsenesvessasexssnernrssanss 578.9 606.7
Deferved credits
Non-current deferred INCOME TAXES o.covvivvivvierrrevicririreeriesrissiserrrassscarsesasevassssresasassssmvassssssnsesssnns 631.5 543.8
10.4 10.8
2.6 3.6
630.8 602.6
360.0 408.1
Total deferred Credits....viiiriereeiireecn e rtcsceescsresesseeseeseesseeanesseseeesesseesssessenssesessssarensersns 1,635.3 1,568.9
Total liabilities and capital $ 64385 $ 6,273.8

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

{miliions)
Far the years ended Dec. 31, 2010 2009 2008
Revenues
Electric (includes franchise fees and gross receipts taxes of $89.8 in 2010, $92.2
in 2009 and $85.0 10 2008) ...c.cuvcveeieneirrereecie e e s $ 21628 § 21943 § 2,091.2
Gas (includes franchise fees and gross receipts taxes of $26.3 in 2010, $23.5 in
2009 and $24.2 30 2008) co.vciinrereric ettt 510.8 455.6 687.9
TOUAl TEVEIUES.....cemmrieiieiiieiectaeesssasssesremsssescrassensrbesessrarassrssrasnnes saneessrereesnsursans 2,673.6 2,649.9 2,779.1
Expenses
Operations ..oeeoernien e eeneenns -
FUCleveiiinccnnivearinnciecene e 748.9 909.9 8194
Purchased power 179.6 177.6 305.4
Cost of natural gas SOId........eevererinrecenrreiiinrcis oo s s 284.5 2427 476.6
OhET oot es et v st r et enraaeana e s eres e enssaastsrremeranassaranesanroc 369.6 318.3 277.3
IMAIMLETIANICE vrevveverrercrareerarerisnesesssaressressassnssessssssssbisassnressssesassssossarassressssnssesrenssannt 122.8 128.9 1214
Depreciation and amOrtiZAtion .......coie e sreseassssessssessens 261.9 244.6 227.5
RESITUCLUTINE v ereeirrinecerrver e renrreess e cram v e esaascsmssessesas ses s eseersenrarssessesanorcasancons 0.0 23.1 0.0
Taxes, federal and Stale ..o et bean 143.1 110.9 97.8
Taxes, other than INCOME ....ovciviirevecone e rrecore st corvesseresesssaeesaesens 183.9 179.7 171.2
TOtAl EXPENSOS i sr st eere s e e s e e cr e s e ren e s s nabrheneas 2,294.3 2.335.7 2,496.6
Income from operations 379.3 314.2 282.5
Other income
Allowance for other funds used during CoONStrUCHON. . ccc.crerrreererr s ecrnencnns 1.9 9.3 6.3
Taxes, non-utility federal and StALE .......ovvverririsreeeverrirerrrr e sseressrensens 0.6 0.8 (1.4
OUhEr INCOIME, NEL.uuiiieiiiieiiireresirrensereirenteseteiserestsrsriesassssissssstesssessresanarassosararesssssnes 33 4.3 8.0
Total Other INCOME ....viviiieiiceeer et st et n s nn e nmeone 4.6 12.8 12.9
Interest charges
Interest on long-term debt 130.9 128.2 124.5
Other IMEETES ... iicviicciririrre s e rese e e rerearssseesmss e sereneesssmresnaresenssrneasen 11.2 11.2 10.6
Allowance for borrowed funds used during construction (1.1 4.5 (2.4
Total INLErESt ChATEES .ove.ureee et rcrreicrierecerresirssaeesrsenemseesssensseesesocscssassassonsenss 141.0 1349 132.7
Net income 242.9 192.1 162.7
Other comprehensive loss, net of tax
Net unrealized gains (losses) on cash flow hedges......ovvivovcveiinieenviccnricceirnn, 0.8 0.7 (1.8
Other comprehensive income (1088), NEt O X covueeioirricrnreerenninnnrvnniarre s 0.8 0.7 (1.8
Comprehensive income $ 2437 % 1928 § 1609

The accompanying notes are an integral part of the consolidated financial statements.
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TAMPA ELECTRIC COMPANY
Consolidated Statements of Cash Flows
(millions}
For the years ended Dec. 31, 2410 2009 2008
Cash flows from operating activities ‘
INEL INCOMIE 1ueenreicretcerreinsereerssstsrrrnssessssnsssstssessseserssnsessnessssssnsonsarsesmnsarsasisesecrseseetsarss $ 2429 % 1921 % 1627
Adjustments to reconcile net income to net cash from operating activities: .....c.c.unee..
DEPIECIAION. .t eee e rnetrerrsier e st s nbe s st s besassar e st sh s ne s eresanab e s ebs bt e s 261.9 244.6 227.5
Deferred INCOME taXES ...coviicieei e rerernicis et trerreeseesaeeenesrermeesrsns ansessinns 70.4 73.2 75.8
Investment tax credits, net 04 (0.4 0.9
Allowance for funds used during cONSIFUCHON ....coovvirrecrirecrnrieerersreresrceneerecenens (1.9 93 63
Gain on sale of business/assets, PretaX . ..o creareraerrerseesreremssesseseenrmessesrneens 0.3 0.6 (0.4
Deferred recoVery ClaUSE ...oovecvciieiinccncsinie e st ese s s e essessast e 55.0 136.6 (115.8
Receivables, less allowance for uncollectibles .......cvovevvvevvceieieciiee e (36.0 7.5 2.7
TRIVEIIOTIES coooveeetirieeienrecarieceersrenttersceeasrreser b ecacbeaecreserbasenstestanssbensesseseraseressensenes (36.5 3.0 (14.4
PrepaymentS. ..o et tiecss st s ne vt e 2.0 2.1 (2.5
Taxes ACCIUEA .oovvereiirrccrcrcreerrerreerrerecr e ses e s e crnarstasrasansserrassreens (5.8 (24.6 6.0
INLEIESt GCCTUCH oecvierreirererrrssrercrenreressesessirasrsssemsesvasmansesmcersanenes (3.1 0.6 3.6
Accounts payable... s 36.6 (41.8 7.0
OHRET o cereccesaeeee s see s srscesas e as s cesabsensasens 319 54.0 11.4
Cash flows from operating aCtivities....occurverreeerencrrserrrneee e er s csrsrenes 552.9 631.0 3564
Cash flows from investing activities
Capital eXPenditUIes ..o e cctrnrseessreesvrre s reses e areasssrassaea e s e eaes s renssnressasnenenss (393.6 (583.5 (548.7
Allowance for funds used during CONSIIUCTON. .....covcoeerrmeecreereineccorreece e ecnrneees 1.9 9.3 6.3
Net proceeds from 5ale 0T ASSETS .ocivveririrreveirceriere e eeme e s rems e sesassesreses 0.0 2.2 6.3
Cash flows used in investing activities.....cveereierornnn s (3917 (5720 (536.1
Cash flows from financing activities
COMIMON STOCK +rrvvereevrrierirerienrire vt v e stereseessas s seeras erasaesasssesrertssesarserssasssssssrasrasns 50.0 0.0 292.0
Proceeds from long-term debt... ..o 73.0 102.0 3278
Repayment of long-term debt/Purchase in-lieu-of redemption ........eceeveeccevenecnerecnnee 3.7 5.5 2925
Net increase (decrease) in short-term debt 43.0 26.0 4.0
DIVIAEIAS vttt rev e e ab et b e st an e e sesasa e ereans e seasbnsesaasses (2393 (179.6 (159.9
Cash flows from (used in) financing actvities ..occvieiirnceecrnceninnrecrvinenee (163.0 571 171.4
Net increase (decrease) in cash and cash equivalents (1.8 1.9 (8.3
Cash and cash equivalents at beginning of period 5.5 36 11.9
Cash and cash equivalents at end of period $ 37 % 55 % 3.6
Supplemental disclosure of cash flow information
Cash paid during the YEar fOr: ..o eeve vt eeas e e eansras s sasennres
OISt oo eucitrrecuns e sensn e eassesesrss s s arebas bbb ke ssesbsavaasers s abe ssesassanaresersssaresssrnesessrsoresne $ 1356 $ 1277 § 1209
TOICOIME TAXES. .-eereeeeraeeuerccaceirerianeretcsaaseses o snsntscsabernbesesssesssnsesssnssssesnssessasnssssoresssnsenses $ 8168% 623 8% 184

The accompanying notes are an integral part of the consolidated financial statements.
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TAMPA ELECTRIC COMPANY
Consolidated Statements of Retained Earnings

(miiltons)
For the years ended Dec. 31, 2010 2009 2008
Balance, Deginming of Year ... ..o saessarar s vesss s ransesssasenesrasasareans $ 3075 % 2950 $ 2956
Add NELINCOME .. cvicrrcrmiciin i ccs st e smssre s rssssa st ssases sevanssavanon 2429 192.1 162.7
550.4 487.1 458.3
DIRAUCL 1ot e b s s res s e e eb s e es e rasaa e r b s venresnreanins
Implementation of accounting standards for post-retirement benefits ........ccoovevecmrvncenn. 0.0 0.0 34
Cash dividends on capital stOCK ..o e e e s
COMMON L.ttt oo sbc st ab st e e e s sttt seenemeecso e v smrsseacrs 2393 179.6 159.9
Balance, end of Year ...ttt er s st ees e see b e nees $ 3111 $ 3075 $ 2950

The accompanying notes are an integral part of the consolidated financial statements.
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Consolidated Statements of Capitalization

Capital Stock Owtstanding Cash Divigiends
) iy
Current Dec. 31, Paid
Redemption Per

(millons, except share amounts) Price Shares Amount Share Amount
Common stock — without par value
25 million shares authorized

N/A 10 $ 1,8524 @ § 2393

N/A 10 $ 18024 @ 8§ 179.6

Preferred stock — $100 par value........coooiviiiivcnnimiinnccinnicnine
1.5 million shares authorized, none outstanding.

Preferred stock — no par
2.5 million shares authorized, none outstanding.

Preference stock — no par
2.5 million shares authorized, none outstanding.

(1) Quarterly dividends paid on Feb. 26, May 28, Aug. 27 and Nov. 26 during 2010. Quarterly dividends paid on Feb. 27,
May 28, Aug. 28 and Nov. 27 during 2009.
(2) Not meaningful.

The accompanying notes are an integral part of the consolidated financial statements.
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Long-Term Debt

(millions) Dec. 31, Due 2010 2009

Tampa Electric Installment contracts payable® :..........ccooreiciicnnnnnnininiienne
5.10% Refunding bonds (effective rate of 5.6%)............. 2013 $ 60.7 $ 60.7
5.65% Refunding bonds (effective rate 0£5.9%)............. 2018 54.2 54.2
Variable rate bonds repurchased in 2008 @ ..................... 2020 0.0 0.0
5.50% Refunding bonds (effective rate 0f 6.2%) ............. 2023 86.4 86.4
5.15% Refunding bonds (effective rate of 5.4%) “.......... 2025 51.6 51.6
Variable rate bonds (effective rate 0f4.3%) “................. 2030 75.0 0.0
5.00% Refunding bonds (effective rate of 5.9%) ®.......... 2034 86.0 86.0

Notes®: 6.875% (effective rate of 7.0%) 2012 99.6 210.0
6.375% (effective rate of 7.4%) ....... 2012 208.7 330.0
6.25% (effective rate 016.3%) T ...veeeevvveeeireeeecreenvereeereees 2014-2016 250.0 250.0
6.10% (effective rate of 6.4%) 2018 200.0 200.0
5.40% (effective rate of 5.8%) 2021 231.7 0.0
6.55% (effective rate of 6.6%) 2036 250.0 250.0
6.15% (effective rate of 6.2%) 2037 190.0 190.0

1,843.9 1,768.9
2010 0.0 1.0
2011-2012 6.8 9.5

Notes® 6.875% (effective rate of 7.1%) 2012 19.0 40.0
6.375% (effective rate 0f 7.4%) ...ccceevrevveverccencicrceeeee 2012 443 70.0
6.10% (effective rate of 7.0%) 2018 50.0 50.0
5.40% (effective rate of 5.4%) 2021 46.7 0.0
6.15% (effective rate of 6.2%) 2037 60.0 60.0

226.8 230.5

2,070.7 1,999.4
Unamortized debt
discount, net (1.2) (1.3)

2,069.5 1,998.1

Less amount due
within one year 34 3.7

Total long-term debt $ 20661 $§ 19944

(1) Tax-exempt securities.

(2) In March 2008 these bonds, which were in auction rate mode, were purchased in lieu of redemption by Tampa Electric
Company. These held variable rate bonds have a par amount of $20.0 million due in 2020.

(3) These bonds were converted in March 2008 from an auction rate mode to a fixed rate mode for the term ending Sep. 1,
2013.

(4) These bonds were converted in Dec. 2010 from an auction rate mode to a term rate mode ending Mar. 1, 2011.

(5) These bonds were converted in March 2008 from an auction rate mode to a fixed rate mode for the term ending Mar.
15, 2012.

(6) These securities are subject to redemption in whole or in part, at any time, at the option of the company.

(7) These long-term debt agreements contain various restrictive financial covenants.

At Dec. 31, 2010, total long-term debt had a carrying amount of $2,070.7 million and an estimated fair market value of
$2.217.0 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. The estimated fair market value of long-term debt 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 14).

A substantial part of the tangible assets of Tampa Electric is pledged as collateral for the first mortgage bonds issued
under Tampa Electric’s first mortgage bond indentures. There are currently no bonds outstanding under Tampa Electric’s first
mortgage bond indenture, and Tampa Electric could cause the lien associated with this indenture to be released at any time.
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Maturities and annual sinking fund requirements of long-term debt for the years 2011 through 2015 and thereafter are as
follows:

Long-Term Debt Maturities

Total
Dec 31, Lon;-?erm
(millions) 2011 2012 2013 2014 2015 Thereafter debt
Tampa Electric.... $ 0.08% 308. % 60”8 83. % 83. % 1308 $ 1,843,
PGS e cs et ser e s ra b e 3¢ 66. 0.4 0. 0.t 156. 226.

Total long-term debt MALUFITES c...covvverviveeevrncrsecnirrsnennen: $ 38 37548 60 % 83. % 8. % 1465 § 2,070.

The accompanying notes are an integral part of the consolidated financial statements.
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TAMPA ELECTRIC COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Significant Accounting Policies

The significant accounting policies are as follows:

Basis of Accounting

Tampa Electric Company maintains its accounts in accordance with recognized policies prescribed or 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 when cost recovery is ordered 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 information, 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
entities in which it has less than a 50% equity investment and deconsolidating entities in which it has a majority equity
interest (sce Note 15).

Planned Major Maintenance

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

Cash Equivalents

Cash equivalents are highly liquid, 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

Tampa Electric computes depreciation expense by applying composite, straight-line rates (approved by the state
regulatory agency) to the investment in depreciable property. Total depreciation expense for the years ended Dec. 31, 2010,
2009 and 2008 was $255.4 million, $239.5 million and $224.3 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 2010, 2009 and 2008.
Construction work-in progress is not depreciated until the asset is completed or placed in service.

Cash Flows Related to Derivatives and Hedging Activities

Tampa Electric classifies cash inflows and outflows related to derivative and hedging instruments in the appropriate
cash flow sections associated with the item being hedged. For natural gas, the cash inflows and outflows are included in the
operating section of the Consolidated Statements of Cash Flows.
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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
borrowed funds and a reasonable return on other funds used for construction. 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 2009 through
December 2010 and 7.79% for January 2008 through April 2009. Total AFUDC for 2010, 2009 and 2008 was $3.0 million,
$13.8 million and $8.7 million, respectively.

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 assets and liabilities are reported as
deferred taxes measured at current tax rates. Tampa Electric and PGS are regulated, and their books and records reflect
approved regulatory treatment, including certain adjustments to accumulated deferred income taxes and the establishment of
a corresponding regulatory tax liability reflecting the amount payable to customers through future rates.

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.

Inventory

Tampa Electric Company values materials, supplies and fossil 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 accounting standards for revenue recognition. Except as
discussed below, Tampa Electric Company recognizes revenues on a gross basis when earned for the physical delivery of
products or services and the risks and rewards of ownership have transferred to the buyer.

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

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 adjustment factors for subsequent recovery periods. 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 revenues for services rendered but unbilled 1o provide a closer matching of revenues and expenses (sec Note 3).
As of Dec. 31, 2010 and 2009, unbilled revenues of $65.5 million and $51.6 million, respectively, are included in the
“Receivables™ line item on Tampa Electric Company’s Consolidated Balance Sheets.

Tampa Electric purchases power on a regular basis primarily to meet the needs of its retail customers. Tampa Electric
purchased power from non-TECO Energy affiliates at a cost of $179.6 million, $177.6 million and $305.4 million, for the
years ended Dec. 31, 2010, 2009 and 2008, respectively. The prudently incurred purchased power costs at Tampa Electric
have historically been recovered through an FPSC-approved cost recovery clause.

Accounting for Excise Taxes, Franchise Fees and 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 Statements of Income. These amounts totaled $116.1 million, $115.7 million and $109.2 million, for the years
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ended Dec. 31, 2010, 2009 and 2008, respectively. Franchise fees and gross receipt taxes payable by the regulated utilities are
included as an expense on the Consolidated Statements of Income in “Taxes, other than income™. For the years ended Dec.
31, 2010, 2009 and 2008, these totaled $115.7 million, $115.6 million and $109.0 million, respectively. Excise taxes paid by
the regulated utilities are not material and are expensed as incurred.

Restrictions on Dividend Payments and Transfer of Assets

Certain long-term debt at PGS contains restrictions that limit the payment of dividends and distributions on the
common stock of Tampa Electric Company. See Note 9 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’ collection experience. Circumstances that could affect
Tampa Electric’s and PGS’s estimates of uncollectible receivables include, but are not limited to, customer credit issues, the
level of natural gas prices, customer deposits and general economic conditions. Accounts are written off once they are
deemed to be uncollectible.

2. New Accounting Pronouncements
Disclosures about the Credit Quality of Financing Receivables and the Allowance for Credit Losses

In July 2010, the Financial Accounting Standards Board (FASB) issued guidance requiring improved disclosures about
the credit quality of a company’s financing receivables and their associated credit reserves. The guidance is effective for
interim and annual periods that end after Dec. I5, 2010. This guidance did not have any effect on the company’s results of
operations, statement of position or cash flows.

Subsequent Events

In February 2010, the 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’ retail businesses are regulated by the FPSC. Tampa Electric also is subject to regulation by
the 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 sccurities, safety,
accounting and depreciation practices and other matters. In gencral, 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 Eleetric

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, which Tampa Eleciric opposed.

In July 2010, Tampa Electric entered into a stipulation with the 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 would remain in effect for 2010, and Tampa Electric would make a one-
time reduction of $24.0 million to customers’ bills in 2010,
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In August 2010, the FPSC voted to approve the July stipulation, which was contained in their Docket No. 090368-F1
“Review of the continuing need and cost associated with Tampa Electric Company’s 5 Combustion Turbines and Big Bend
Rail Facility”. This stipulation now 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. The docket
related to the base rate proceeding is now closed. The one-time reduction of $24.0 million to customers’ bills in 2010 was
reflected in the third quarter operating results as a reduction in revenue.

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.

Wholesale and Transmission Rate Cases

In July 2010, Tampa Electric filed wholesale requirements 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 FERC approved Tampa Electric’s proposed transmission rates as filed, which became effective
Sep. 14, 2010, subject to refund. The FERC also approved Tampa Electric’s proposed wholesale requirements rates as filed,
to become effective Mar. 1, 2011, subject to refund. The proposed wholesale requirements and transmission rates 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 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 $37.4
million and $29.3 million as of Dec. 31, 2010 and Dec. 31, 2009, respectively.

Stipulation with the Office of Public Counsel - PGS

On Jun. 9, 2010, PGS filed a letter with the FPSC agreeing to cap its earned return on common equity (ROE) for the
year ending Dec. 31, 2010 at 11.75%, the maximum of the ROE range established in its last base rate proceeding.

On Dec. 16, 2010, PGS and the Office of Public Counsel filed a joint motion for FPSC approval of a proposed
stipulation resolving all issues relating to any 2010 overearnings of PGS.

On Jan, 25, 2011, the FPSC approved the stipulation for PGS to provide a one-time credit to customer bills totaling
$3.0 million for 2010 earnings above 11.75%, excluding the portion of the company’s share of net revenues derived from off-
system sales, and credit the remaining balance to its accumulated depreciation reserves.

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.
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Details of the regulatory assets and liabilities as of Dec. 31, 2010 and Dec. 31, 20609 are presented in the following
table:

Regulatory Assets and Liabilities

Dec. 31, Dec. 31,
(millions) 2040 2009
Regulatory assets:
Regulatory tax asset .. iiricrneecnmsssmeresenn s ireeeenressermsersaressenses $ 66.6 $ 69.0
OhETT oo e e s s b s
Cost 1eCOVETY ClAUSES oot rcrrec e eneseernnsearirene 41.9 89.4
Postretirement benefit @SSet .....ccvecreeieicrnneineessmccnerrones 2375 229.1
Deferred bond refinancing costs ... 15.4 18.0
Environmental remediation......ccovvevevernnccnnrecninnconncrnncsnnenons 23.6 212
Competitive rate adjustment .....oc.ocvvinceriererreciencteecrerrecennens 33 3.1
OUNET .. cirreerrrirenreectna it es s cnessrs e b st s vens e srscosensnns 16.3 15.0
Total other regulatory ASSEIS.. e eeiericureraiernriosestesesreesesesrecssssnsseces 338.0 3758
Total regUIALOrY BSSEIS ....eccoreiicrerrierereenerenrirsree st eree e raese s sesessearsonssesasseneas 404.6 444.8
Less: CUITent POTHION .ovveveviieviurcrinsieesiesmraneevsesseeeenssree s sveasseseesesssesnansessnns 62.7 109.2
Long-term regulatory aSSefS..... ..o ummemmcurersecirmnessomcaresecsssssseissesmsersnssvers $ 3419 § 3356

Regulatory liabilities:

Regulatory tax liability $ 177 % 19.6

OhEIT ot e et ste e e seesae s erneenens seneeneee e embeneease
Cost recovery clauses ............ 76.2 61.4
Environmental remediation 21.2 19.9
Transmission and delivery storm reserve........occvrvvrconnnncenn. 374 29.3
Deferred gain on property sales . ...cenevvcnenerieccvnirennns 6.3 2.8
Provision for stipulation and other® ....... 9.8 0.7
Accumulated reserve-cost of removal ... 572.2 5543
Total other regulatory Habilities .....ccvemrvrerrcesiccnneciestr s 723.1 668.4
Total regulatory Habilities . ...c.oocovreicrenecrirnecene e cvcreeses e eeeneas 740.8 688.0
L85 CUITENT POMLION ovevrevinsrisnisrerscermrssrrsrerossseerernvsessesssssrssssrssrssnssssresssnssesns 110.0 85.4

Long-term regulatory liabilities . $ 6308 % 6026

(1) Primarily related to plant life and derivative positions.

(2) Amortized over the term of the related debt instruments.

(3) Amortized over a 4 or 5-year period with various ending dates.

(4) Includes a provision to reflect the FPSC approved PGS stipulation regarding PGS 2010 earnings above 11.75%. A
one-time credit to customer bills totaling $3.0 million will be applied in March 2011 and the remaining balance of the
2010 earnings above 11.75% will be credited to its accumulated depreciation reserves.

All regulatory assets are being recovered through the regulatory process. The following table further details the
regulatory assets and the related recovery periods:

151

161




TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED: SEPTEMBER 2, 2011

Regulatory assets
Dec. 31, Dec. 31,
(millions) 2010 2009
Clause recOVErable 1 .o.cvoruircreniirrrnrer e reesissssss b ssenesessssnesssentssansnssessensnnes $ 452 $ 92.5
Components 0f rate Base @ ....ovcecrrercrerererine e e e e 248.1 238.1
Regulatory tax assets V... ..ot se e s esssorecs sorseesnessans 66.6 69.0
Capital structure and other ™ .........ccveiiiniinrc e v seese e easrverna: 447 452

$ 4046 § 4448

(1) 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 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 Tax Expense

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. For the three years
presented, Tampa Electric Company’s effective tax rate differs from the statutory rate principally due to state income taxes,
domestic production deduction, and AFUDC equity benefit. The increase in the 2010 effective tax rate compared to 2009 is
principally due to increased state income taxes and decreased AFUDC equity benefit, offset by increased domestic
production deduction.

Income tax expense consists of the following components:

Income Tax Expense (Benefit)

(miilions)
For the year ending Dec. 31, 2010 2009 2008
Current income taxes
FEUCTAL...oviiecciirnenreai s ienee s vsases s e vt s sres s errasassassesesennsssnasrsensnsssssressenes $ 60.1 § 244 $ 1838
13.6 14.5 55
Deferred income taxes
FEAEral oottt s ccerrsc it veas e e sae s sars s sreran srrasraronnsssnesnsesshens 63.0 7.7 67.0
SHALE c.eeveeireearrerer e s esreser st et e e rserssesessraessreeteesaes saaatessbenneesarssenesrsansesbranan 7.4 1.5 8.8
Amortization of investment tax credits ..o vimeeiicrciinrrerirene e sereesessnseersassases 0.4) 0.4) 0.9)
Total INCOME 1AX EXPENISE..verreeeiecariaivrenaisrsieasasnsmesrsssraerassassrsssaeseas 143.7 1117 99.2
Included in other INCOME, MEL ...cveciieriirneirrsen et svee e s s voeenrenn (0.6) (0.8) (1.4)
Included in OPErating EXPENSES vvivrvverrereeeerearirsierinesrssrsesrsesrarsssanssssesrasssrsesesesasess $ 1431 % 1109 § 978
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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

(millions)
As of Dec. 31, 2010 2009
Deferred income tax assets '
Medical BENEILS . .uivieiececreeiivivsereree e ereeverassar e e e sasaneesee e sreveneann on $ 48.1 § 45.8
THISUIANCE FESEIVES 1eevererrerriiverricreeceiveraeereaesssseressssessmseesresssnisssanssesasnersrns 257 22.9
Investment taX CrEdits .uvivivierireeecrceeirieerireeiiiereseeeseresberseneeruessarsaseres 5.9 6.1
Hedging activities. ..o e 34 39
Pension and post-retirement benefits ....ovvverecrrcernicenimen i serrne s 93.2 88.3
Unbilled rEVENUE ...ovecvnrcericecrsiecinersiomivsicrecerrmsesmssnesssssearsrassessscsestencennae 17.2 18.0
Capitalized energy conservation assistance COStS....couwmirerearrerieniees 22.9 23.8
Total deferred income tax assets 2164 208.8
Deferred income tax liabilities
Property relaled .....oooirieviiiieieee et s a e e n e eeee e 711.8 620.4
Deferred fuel .oovevnieecvncreceeccrrcrcenns 5.5 215
Pension and post-retirement benefits 93.2 88.3
Pension ....c.vevveerer e e e 27.2 25.1
OMBEL «.cviieverrecirirenrssrarsaesnrsceressssechnessressnsssbessnnestsassnsesnsersntonsarsssnesrasnres 8.7 13.2
Total deferred income tax HabIIEES ...cvvvivveeiveccreecrercricrns e rere s e sseesrvressrensnes 846.4 768.5
Net deferred 1aX HAbIIES. .cuvveenirrireerirsreesinrreareressressrsssscsssscsnsvesersessssessrenn $ 6300 $ 5597

(1)  Certain property related assets and liabilities have been netted.
Deferred income tax assets and liabilities above are included in the balance sheet as follows:

(millions)

As of Dec. 31, . 2040 2009
Current deferred TAX ASSELS.. . viamrrateeriee e rrereareveseseraneser resreasseesssosensesuessssens $ 1.5 % 0.0
Current deferred tax liabilities ..o oo 0.0 (15.9)
Non-current deferred tax liabilities....c.covcoreiirececeeinc et (631.5) (543.8)
TOUAL ot vt erienesieans rte e creere e sercessscceabtoaassncrsereransaear e et e bebaemresaseneraesaerraneas $ (6300) $ (559.7)
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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

(millions}
For the years ended Dec. 31, 2010 2009 2008
Income tax expense at the federal statutory rate of 35% ............ $ 1353 $ 1063 § 917
Increase (decrease) due to
State income tax, net of federal income tax ......oovveeveecrns 13.6 10.3 9.3
Equity portion of AFUDC .......cccoovniircnniecieseonrrenenes 0.7) 3.2) 2.2)
Domestic production deduction.......coovecvvecrvrnvncernrecenrcnnnnns T (3.2) 0.0 0.0
L6 134T RSSO OO SOOI ORORN (1.3) (1.7 0.4

Total income tax expense on consolidated statements of income $ 143.7 § 111.7 § 992

Income tax expense as a percent of income from continuing
operations, before INCOME tAXES...vuevvivvererrnrinierrrieresseresvanaas 37.2% 36.8% 37.9%

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 recorded 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 based 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.

A reconciliation of the beginning and ending amount of unrecognized tax benefits is as follows:

{millions) 2010 2009

Balance at Jan. 1, .ooeeioioiiecerrciririinscienec e erreesenes s ssnrasrennsesanen $ 07 § 0.0
Increases due to tax positions related to prior years ...... 0.0 0.7
Decreases due to tax positions related to prior years (0.2) 0.0
Decreases due to settlements with taxing authorities (0.5) 0.0
Balance at Dec. 31, oo e enar e $ 00 3% 07

The company recognizes interest and penalties associated with uncertain tax positions in “Operation other expense —
Other” in the Consolidated Statements of Income. The company had no amounts accrued for the payment of interest or
penalties at Dec. 31, 2010.

The Internal Revenue Service (IRS) concluded its examination of federal income tax returns for the year 2009 during
2010. During the fourth quarter, the company finalized a settlement with the IRS related to the only outstanding issue for the
2008 tax return with no material impact on earnings and operating cash flows. The U.S. federal statute of limitations remains
open for the year 2007 and onward. Year 2010 is currently under examination by the IRS under the Compliance Assurance
Program, a program in which TECO Energy is a participant. Florida’s statute of limitations is 3 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 2007
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 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
benefit obligation (PBO) in the case of its defined benefit plan, or the accumulated postretirement benefit obligation (APBO)
in the case of'its other postretirement benefit plan. As a result of the application of the accounting guidance for certain types
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of regulation, changes in the funded status are reflected, net of estimated tax benefits, in the benefit liabilities and regulatory
assets. The results of operations are not impacted.

Pension Benefits

Tampa Electric Company is a participant in the comprehensive retirement plans of TECO Energy, including a non-
contributory defined benefit retirement plan that covers substantially all employees. Benefits are based on employees’ age,
years of service and final average earnings. Where appropriate and reasonably determinable, the portion of expenses, income,
gains or losses allocable to Tampa Electric Company are presented. Otherwise, such amounts presented reflect the amount
allocable to all participants of the TECO Energy retirement plans.

The Pension Protection Act of 2006, 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.

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 funding results for TECO Energy. First, for plans
funded less than 100%, required shortfall 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 reflected the adoption of the asset smoothing methodology
under WRERA.

The qualified pension plan’s actuarial value of assets, including credit balance, was 90.0% of the Pension Protection
Act funded target as of Jan. 1, 2010 and is estimated at 80% of the Pension Protection Act funded target as of Jan. 1, 2011.

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 management.

Other Postretirement Benefits

TECO Energy and its subsidiaries currently provide certain postretirement health care and life insurance benefits for
substantially all employees retiring after age 50 meeting certain service requirements. Where appropriate and reasonably
determinable, the portion of expenses, income, gains or losses allocable to Tampa Electric Company are presented.
Otherwise, such amounts presented reflect the amount allocable to all participants of the TECO Energy 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.

The Medicare Prescription Drug, Improvement and Modernization Act of 2003 (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 medical program for those eligible for Medicare
(generally over age 65) includes coverage for prescription drugs. The company has determined that prescription drug benefits
available to certain Medicare-eligible participants under its defined-dollar-benefit postretirement health care plan are at least
“actuarially equivalent™ 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 losses and (b) certain disclosures for employers that sponsor postretirement health care plans that provide prescription
drug benefits.

In March 2010, the Patient Protection and Affordability Care Act and a companion bill, The Health Care and Education
Reconciliation Act were signed into law. Among other things, both 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 regulatory tax asset of $5.3 million.

Additionally, the Health Care Reform Acts contain other provisions that may impact TECO Energy’s obligation for
retiree medical benefits. In particular, the Health Care Reform Acts include a provision that imposes an excise tax on certain
high-cost plans beginning in 2018, whereby premiums paid over a prescribed threshold will be taxed at a 40% rate. TECO
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Energy does not currently believe the excise tax or other provisions of the Health Care Reform Acts will materially increase
its postretirement benefit obligation. TECO Energy will continue to monitor and assess the impact of the Health Care Reform
Acts, including any clarifying regulations issued to address how the provisions are to be implemented, on its future results of
operations, cash flows or financial position.

TECO Energy, Inc. received subsidy payments under Part D for the 2008 and 2009 plan years, along with payments for
the first three quarters of the 2010 plan year. TECO Energy, Inc. expects to receive the fourth quarter 2010 plan year payment
later this year.

TECQ Energy Consolidated Pension Benefits Other Benefits
Obligations and Funded Status

(millions) 2010 2009 2010 2009
Change in benefit obligation

Net benefit obligation at prior measurement date V..o $ 5877 $ 5554 % 207.6 $ 188.9
Service cost 16.1 15.7 31 29
Interest cost.... 332 337 10.9 11.2
Plan participants’ cOMtribUtions ..o iccesi e 0.0 0.0 36 35
ACtuArial 1088 coovvvirevirrncarincrirenssssimreersassssesen 12.4 29.6 11.8 16.6
Plan amendments 0.0 0.4 0.0 0.0
Curtailment...ooeeeeeceee 0.0 0.8) 0.0 0.0
Gross benefits paid ...t (34.2) (46.3) (16.7) (16.4)
SEUIEINENLS ..oeecviiinenieeieriecrenireneariensareesenseeesneresesstsassasesrassessresnersenne 4.9 0.0 0.0 0.0
Federal subsidy on benefits paid ...ccocovvnniiicnin e n/a n/a 1.7 0.9
Net benefit obligation at measurement date ' .......coovivvreviivinnins $ 6103 § 5877 § 222.0 $ 207.6
Change in plan assets

Fair value of plan assets at prior measurement date ™........c.ccco...... $ 3889 % 3607 § 00 $ 0.0
Actual return on plan assets @ ... 423 66.3 0.0 0.0
Employer contribUtions ... issinsn 87.6 82 115 12.9
Plan participants’ contributions...... 0.0 0.0 36 35
Settlements v ieecrirvenrcireee s e cineesranaesna e asrees (4.9 0.0 0.0 0.0
Gross benefits Paid .....cveereonercurconsinoierareeraivesseseannesessenens (34.2) (46.3) (15.1) (16.4)
Fair value of plan assets at measurement date .......ooecevvrevvercnnnns $ 4797 § 3889 % 0.0 $ 0.0
Funded status

Fair value of plan assets @ ........ccuveoneeccnnnnncamcssssnesessesinsiesas $ 4797 § 3889 § 006 $ 0.0
Benefit obligation (PBO/APBO) ... reversnneens 610.3 5877 222.0 207.6
Funded status at measurement date ..o (130.6) (198.8) (222.0) (207.6)
Unrecognized net actuarial loss 220.8 228.7 319 18.3
Unrecognized prior (benefit) service cost (.7 @.n 5.7 6.5
Unrecognized net transition obligation........ccccreccierncnnnccneniennnn. 0.0 0.0 4.2 6.5
Accrued lability at end of Year ..o $ 885 % 278 (8 1802) (§ 176.3)
Amounts Recognized in Balance Sheet

Regulatory SSSE1S ..ot manrietennecmiirieteserseenvnsnessnsresansnessssesanasvs $ 176.3 § 181.7 § 612 § 47.4
Accrued benefit costs and other current liabilities...... 4.4) (7.2) (13.8) (13.4)
Deferred credits and other liabilities....covereeeeecnivervveniieeenns (126.2) (191.6) (208.2) (194.2)
Accumulated other comprehensive loss (income) (pretax) ............ 42.8 44.9 (19.4) (16.1)
Net amount recognized at end of YEar ...o.eceeeeivveneiiieieecvrrorrireennns $ 88.5 § 27.8 (8 180.2) (8 176.3)

(1)  The measurement dates were Dec. 31, 2010 and Dec. 31, 2009.
(2) The actual return on plan assets differed from expectations due to general market conditions.
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(3) The Market Related Value (MRV) of plan assets is used as the basis for calculating the expected return on plan assets
(EROA) component of periodic pension expense. MRV reflects the fair value of plan assets adjusted for experience
gains and losses (i.e. the differences between actual investment returns and expected returns) spread over five years.

Tampa Electric Company Pension Benefits Other Benefits

Amounts recognized in balance sheet

(millions) 2010 2009 2010 2009
Regulatory assets .....oiivrerimerenresssssimaes e cssesensene $ 1763 § 1817 § 612 § 47.4
Accrued benefit costs and other current liabilities 0. (6.0) (11.2) (10.5)
Deferred credits and other labilities........cooorrvniccinnnccninnnn 97.4) (150.8) {167.8) (512

$ 788 $ 249§ (117.8) $  (114.3)

The accumulated benefit obligation for TECO Energy Consolidated defined benefit pension plans was $558.4 million
at Dec. 31, 2010 and $530.1 million at Dec. 31, 2009,

Assumptions used to determine benefit obligations at Dec. 31, 2010 and 2009:

Pension Benefits Other Benefits
2010 2009 2010 2009
IDESCOUNE TALE oneeeeeeeireeervescerteeereeeeenaeeessaaeessasesesnntesbbsceeanresnnnsarassassasassanareessasenns 5.30 575 5.25 5.60
% % % Y
Rate of compensation increase-weighted aVerage ....c.oveireecercconnecsrnnievnescnnes 3.88 4,25 3.87 4.25
% % % %
Healthcare cost trend rate
INIEAE FALE 1eeeevvee v e bvan st e e e nrr v s snr e s sbar v rmmeenmeesesene ve 8.00 8.00
wa na % %
LIHNALE FALIC e veiriiivesceceiiiatrrierecessecrrrene s sersessensersssaresssrrrassrassnassersnnennsserin 4.50 5.00
wa n/a Y% Y%
Year rate reaches UHIMALE ....oooveiiiie et sve s s errs e snre s srares n/a n/a 2023 2016

A one-percentage-point change in assumed health care cost trend rates would have the following effect on Tampa
Electric Company’s benefit obligation:

(millions) Increase Decrease
Effect on postretircment benefit obligation ........ccoveennneenn. $ 67 $ (5.6)

Components of TECO Energy Consolidated net periodic benefit cast

Pension Benefits Other Benefits

(millions) 2010 2009 7 2008 " 2000 2009% 20087
Service cost $ 162 8% 1578 154 8% 328§ 2¢8 4.1
Interest cost 33.2 336 319 10.€ 11.2 12.(
Expected return on plan assets..... i (36.3 {37.8 (39. 0. 0.( 0.0
Amortization of:

ACtuarial 1085 .c.ccv it crenr v ce e rteee e s 124 8.7 4.0 0.( 0. 0.(

Prior service (benefit) CoSt ..o ecmenrr e 04 {04 04 0.t 0.t 1.t

Transition obligation ... s 0.C 0.0 0.C 2. 2. 2.2
Curtailment 1088 (benefit) ......oviemrvivvrrenicrieceerinaresrecrsseerasassessreres 0.C 0.2 0.0 0.0 0.( 0.0
SCLICIMEIT 0SS ceveirirviieeeerieersicetrrcenreesrressaaesesescrascrnessaransrassarans 1.6 0.0 0.5 0.( 0.( 0.C

Net periodic benefit COSt ... .cvvvrvimriesimricconniemreesesesseens $ 267 % 200 9% 1288% 1728 1728 20z

(1) Benefit Cost was measured for the twelve months ended Dec. 31, 2010, 2009 and 2008. TECO Energy elected a 15-
month transition approach allowed by accounting standards for employer’s defined benefit pension and other post-
retirement plans to move from an early measurement date of Sep. 30, 2007 to a year-end measurement date of Dec. 31,
2008. In connection with this election, the company recorded afier-tax charges to Retained Earnings of $2.2 million for
Pensions and $3.1 million for Other Postretirement Benefits in the fourth quarter of 2008.
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Tampa Electric Company’s portion of the net periodic benefit costs for pension benefits was $18.6 million, $154
million and $8.4 million for 2010, 2009 and 2008, respectively. Tampa Electric Company’s portion of the net periodic benefit
costs for other benefits was $13.8 million, $13.6 million and $13.9 million for 2010, 2009 and 2008, respectively.

The estimated net loss and prior service benefit for the defined benefit pension plans that will be amortized by Tampa
Electric Company from regulatory assets into net periodic benefit cost over the next fiscal year are $9.3 million and $0.5
million. The estimated net loss, 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 total $0.4 million, $1.0 million and
$1.8 million, respectively.

Assumptions used to determine net periodic benefit cost for years ended Dec. 31,

Pension Benefits Other Benefits
2010 2009 2008 2010 2009 2008

DHSCOUNE FBLE ..cvveiereeiriieeissesererssrcarsscssaesrreassrasetsssraessascssssssesssasssarsasasnsssnns 5.75¢  6.05  6.20 5.60! 6.05' 6.20°
Expected long-term return on plan assets ......oeveommcinnenne 825 8.25¢ 82% n/a n/a n/a
Rate of comMPensation INCrEASE ......c...vivcreconmcernmircnsnimemse e isenns e 425 425 4.2¥ 4.25 428 425
Healthcare cost trend rate

TREHAL TALE .oivvviericeriiiiierviicses s v earacsstaes satensreesssrseatasarvesarsennen n/a n/a n/a 8.00 8.50' 9.25

TUHIMALE TALE..eeivverirrereerreesnaesrescsssrevormassesessearssresseeseesseeassvessensasns n/a n/a na 5.00¢ 5.00 5.25

Year rate reaches UIMAE ..o ivrerneccccenniienncer s ssnnesssnneas na n/a n/a 2017 2016 2016

The discount rate assumption was based on a cash flow matching technique developed by our outside actuaries and a
review of current economic conditions. This technique matches the yields from high-quality (Aa-graded, non-callable)
corporate bonds to the company’s projected cash flows for the 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 portfolio and asset allocation. A change in asset allocations could have a significant impact on the
expected return on assets. Additionally, 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, 2010, TECO
Energy’s pension plan experienced actual asset returns of approximately 11%.

The compensation increase assumption was based on the same underlying expectation of long-term inflation together
with assumptions regarding real\growth in wages and company-specific merit and promotion increases.

A one-percentage-point change in assumed health care cost trend rates would have the following effect on Tampa
Electric Company’s expense:

1% 1%
(millions} Increase Decrease

Effect 0n PEriOdic COSurmmummmenirrcireeraieeeseaterssssaresesesemseasinsasesessesen $ 04 % 0.3)

Pension Plan Assets

Pension plan assets (plan assets) are invested in a mix of equity and fixed income securities. TECO Energy’s
investment objective is to obtain above-average returns while minimizing volatility of expected returns and funding
requirements over the long term. TECO Energy 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.

Target Allocation Actual Allocation, End of Year
Asset Category 2010 2009
Equity SECUMTtIeS..oeeruecrcresreeerereeeiscesserenerivacesennns 55% 56% 66%
Fixed INCOME SECUMTHES ..ovvivrvviieecnerievcrinrersarsesnenns 45% 44% 34%
Total .o 100% 100% 100%
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TECO Energy 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
and funding. TECO Energy, Inc. expects to take additional steps to more closely match plan assets with plan liabilities.

The plan’s investments are held 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 all investments. When available, JP Morgan uses quoted market
prices on investments traded on an exchange to determine fair value and classifics 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 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 as 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.

The following table sets forth by level within the fair value hierarchy the plan’s investments as of Dec. 31, 2010 and
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
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 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 invesiments, the
market approach was used.

At Fair Value as of Dec. 31, 2010

(miilions)
Level 1 Level 2 Level 3 Total
ACCOUNES TECEIVADIE ....cvcviricrririancrcerceinserersssrers srassssssurscsnresssneseasssne $ 314 § 00 $ 00 § 314
Accounts payable (45.2 45.2
} 0.0 0.0 )
Cash eqUIVAIENLS ....ccoeiniiircccrmne et srsas s smsssrs e ssesesren
Short term investment fund (STIF) .... 7.9 0.0 0.0 7.9
Repurchase agreements........coceveeeene. 0.0 14.0 0.0 14.0
BMONEY MATKELS...vovireiiincirrereciisisneisosrore et eeessseris s s reneeas senessneansbanes 0.0 0.3 0.0 0.3
Total cash equUIVAIEHLS ... vt e e 7.9 14.3 0.0 222
Equity securities
COMMON SIOCKS ...cvvvrerirriroraeeeesisinenessassessarssessirssentossassnesessrsensossensen 112.6 0.0 0.0 112.6
Preferred StOCKS . .overiiirrerversree et cn e st sen s ree s svesessneresbarsessesasssanan 0.0 1.0 0.0 1.0
American depository receipt (ADR) v 4.8 1.3 0.0 6.1
Real estate investment trust (REIT) . 2.0 0.0 0.0 2.0
Commingled fund 0.0 24.8 0.0 24.8
Muttial fUNd...coerieecicecce e rears e rae e snene e bensabanaens 121.5 0.0 0.0 121.5
Total EQUILY SECUTTIIES .eeceeierrernrrerirsrecenenernsresreesssesessessansesssessssassssssseasnnosanns 240.9 27.1 0.0 268.0
Fixed income securities
MUunicipal Bonds........covivomemciimenne e s 0.0 7.9 0.0 7.9
GOVernmMEnt DONAS ...ecceererrinirre e e st sas s srseseases srrareessasnes 0.0 26.3 0.0 26.3
Corporate bonds ........coveevuvererecrneenes 0.0 26.0 0.0 26.0
Asset backed securities (ABS) ........... 0.0 0.6 0.0 0.6
Mortgage back securities (MBS) 0.0 53.6 0.0 53.6
Collateralized mortgage obligation/Real estate mortgage investment
conduit (CMO/REMIC) 0.0 3.0 0.0 3.0
Mutual funds ..vcvcnicrcmimiiere e e s e e saeenen 0.0 86.1 0.0 86.1
Total fixed INCOME SECUNILIES ..eevveviirirrererrincrcae s seecrrererenessecsrsenes smessassssans 0.0 203.5 0.0 203.5
Derivatives
SWADS (1eireit it et e e re e e e s ee e rear s 0.0 0.1 0.0 0.1
WEEN OPONS (. eeeieeceiciteseinetcre st vessrers coreaessesresvsrensssnesarsessenssannsassnsnee (0.3 (0.3
0.0 ) 0.0 )
Total DErivVatiVES .ot 0.0 0.2 0.0 (0.2
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At Fair Value as of Dec. 31,2010

{millions)
Level 1 Level 2 Level 3 Total
) )
TTOAL et teeeeeeeeeeesereaervcesensssessaesseste s aearasase b e e s et aaraeaar e ane s nhessaeb e e s st e e et $ 2350 8§ 2447 § 00 $§ 4797
(millions) At Fair Value as of Dec. 31, 2009
Level 1 Level 2 Level 3 Total
ACCOUNIES FECEIVADIE ..overirerecsrsrerseeesseereesrcesnrsesnsavcavassesssencsenasersaseseeses $ 72.8 $ 0.0 % 00 §% 72.8
ACCOUNES PAYBDIE 1vevveeeececicrerecsissise et s sas e (35.6 35.6
) 0.0 0.0 )
Cash equivalents
Treasury Bl oot s s st 0.0 0.3 0.0 0.3
Certificate of deposit 0.0 36 0.0 36
ST ettt ieereeereiereresreres e besresra et asas st e ar s s b s sEartaesan e n e eRe e b anentsannasnes 6.7 0.0 0.0 6.7
Total cash equUIVAIENLS..c.ccoveor et 6.7 39 0.0 10.6
Equity securities
Common stocks 94.1 0.0 0.0 94.1
Preferred stocks 0.0 1.0 0.0 1.0
ADR coviiiveeiiin i rsasssseresareraacsrreassasas e baaraes it eaae s essheserye sy eresassbenins 7.1 1.1 0.0 8.2
REIT cooeviiiieeeirireesverseernessarcsssesssasresssns sesesnssssnesssssrssssncrsssssssassaesssesssmsesins 1.1 0.0 0.0 1.1
Commingled fund... 0.0 228 0.0 22.8
MUUA] FUNG vt ieenceciveriiverecresenrt e caesereassresssssessssassancesasssasaasn 127.2 0.0 0.0 127.2
Total SQUILY SECUITHIES .ovviieererersreerreerevrrevec e reess e asessenesesress e e e e sssenans srsesmraneen 2295 24.9 0.0 254.4
Fixed income securities
Municipal Bonds......vvimiecrecrmec s 0.7 32 0.0 39
GOVErnMENT DONAS .oovevriiecireivientiirseerseeresensersrnsrosssresssreasssssssssersenrsns 0.0 27.5 0.0 27.5
0.0 243 0.0 243
0.0 257 0.0 25.7
0.0 0.7 0.0 0.7
0.0 3.9 0.0 3.9
0.0 0.9 0.0 0.9
Total fixed INCOME SECUTTHES ...veiiviirirerriesireircererverrereecveicrsensessersasssservessesens 0.7 86.2 0.0 86.9
Options (0.3 0.3
0.0 ) 0.0 )
MISCEITANEOUS ... ceeiecieirierirernenieevessesrressereesssssressnessensessssassevassersrssassmesserssnenrran 0.0 0.1 0.0 0.1
TOtAL ettt ser s st ea e s ve e e v s e e e e e sasa s eb e e e e sa e Eesaenees $ 2741 $ 1148 § 0.0 § 3889

«  Cash equivalents, excluding the STIF, are valued using cost due to their short term nature. Additionally, cash
equivalents are backed by 102% collateral.

*  The STIF is a money market mutual fund and is valued using the net asset value (NAV), as determined by the
fund’s trustee in accordance with U.S. GAAP, at year end. Shares may be sold any day the fund is accepting
purchase orders, at the next NAV calculated after the order is accepted. 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 of the Level 1 assets, excluding the mutual fund, are
quoted prices in active markets.

e 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 to a particular investment style. The fund is valued using the 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. eastern standard time.
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+  The primary pricing input in determining the Level | 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 | asset.

»  The primary pricing inputs in determining the fair value Leve! 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 government bonds are the U.S, treasury curve, CP1, and broker quotes, if available.
The primary pricing inputs in determining the fair value of corporate bonds are the U.S. treasury curve, base
spreads, YTM, and benchmark quotes. ABS and CMO are priced using TBA prices, treasury curves, swap
curves, cash flow information, and bids and offers as inputs. MBS are priced using TBA prices, treasury curves,
average lives, spreads, and cash flow information.

«  The primary pricing input in determining the fair 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, itis 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 received within three business days.

»  The Level 2 options are valued using the bid-ask spread and the last price. Swaps are valued using benchmark
yields, swap curves, and cash flow analyses.

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
ERISA guidelines for minimum annual contributions and minimize PBGC premiums paid by the plan. TECO Energy
contributed $81.3 million to this plan in 2010 and $6.7 million in 2009, which met the minimum funding requirements for
both 2010 and 2009. Tampa Electric Company’s portion of the contribution in 2010 and 2009 was $65.7 million and $6.1
million, respectively. These amounts are reflected in the “Other” line item on the Consolidated Statements of Cash Flows.
TECO Energy does not plan on making a contribution in 2011 since the contributions made in 2010 satisfy the funding
requirements for 2011. TECO Energy estimates annual contributions to range from $35 - $50 million per year in 2012 to
2015 based on current assumptions. Tampa Electric Company’s portion of the contributions range from $30 -$40 million per
year in 2012 to 2015.

The SERP is funded annually to meet the benefit obligations. TECO Energy made contributions of $6.3 million and
$1.5 milfion to this plan in 2010 and 2009, respectively. Tampa Electric Company’s portion of the contributions in 2010 and
2009 were $5.9 miltion and $1.1 million, respectively. In 2011, TECO Energy expects to make a contribution of about $4.4
million to this plan. Tampa Electric Company’s pottion of the expected contribution is $0.9 million,

The other postretirement benefits are funded annually to meet benefit obligations. TECO Energy’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
employees retiring on or after Jul. 1, 2001 is limited to a defined dollar benefit based on an age and service schedule. In 2011,
TECO Energy expects to make a contribution of about $13.8 million. Tampa Electric Company’s portion of the expected
contribution is $11.2 million,

Benefit Payments

The following benefit payments, which reflect expected future service, as appropriate, are expected to be paid:

Expected Benefit Payments - TECO Energy Consolidated Pension ,
(including projected service and net of employee contributions) Benefits Other Postretirement Benefits
Expected Federal

Expected benefit payments (millions). Gross Subsidy
417 $ 151 % 1.3
47 $ 159 § 14
450 $ 167 % 1.6
467 $ 175 % 1.8
475 $ 18.0 $ 1.9
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. : Pension
Expected Benefit Payments - TECO Energy Consolidated 5
(including projected service and net of employee contributions) Benefits Other Postretirement Benefits
Expected Federal
Expected benefit payments (millions): Gross Subsidy
200622020 .eroreiencenirecciesee e et b r e n e renes $§ 2735 $ 964 $ 11.7

Defined Contribution Plan

TECO Energy has a defined contribution savings plan covering substantially all employees of TECO Energy and its
subsidiaries (the Employers) that enables participants to save a portion of their compensation up to the limits allowed by IRS
guidelines. TECO Energy and its subsidiaries match up to 6% of the participant’s payroll savings deductions, Effective April
2010, employer matching contributions were 60% of eligible participant contributions with additional incentive match of up
to 40% of eligible participant contributions based on the achievement of certain operating company financial goals. Prior to
this, the employer matching contributions were 50% of eligible participant contributions, with an additional incentive match
of up to 50%. For the years ended Dec. 31, 2010, 2009 and 2008, TECO Energy and its subsidiaries recognized expense
totaling $12.6 million, $8.1 million and $7.1 million, respectively, related to the matching contributions made to this plan.
Tampa Electric Company’s portion of expense totaled $8.8 million, $6.5 million, and $5.1 million for 2010, 2009, and 2008,
respectively.

6. Short-Term Debt
At Dec. 31, 2010 and 2009, the following credit facilities and related borrowings existed:

Credit Facilities Dee. 31, 2010 Dec. 31, 2009
Lenters Letters
Credit Borrowings of Credut Credit Borrowings of Credit
{millions} Facilities  Outstanding ™ Outstanding  Facilities  Outstanding ¥ Om ing
Recourse:
Tampa Electric Company:.......cccovceceniirennn,
S-year facility® ....oecvccrciincrnnnnenes $ 3254 8% 5% 0. % 325¢ 8% 55. % 0.
1-year accounts receivable facility...... 1504 7. 0. 150 0. 0.
TOtalc i e $ 4754 % 12. § 0. $ 475. % 55. % 0.

(1) Borrowings outstanding are reported as notes payable.
(2) This 5-year facility matures May 9, 2012.

At Dec. 31, 2010, these credit facilities require commitment fees ranging from 7.0 to 60.0 basis points. The weighted
average interest rate on outstanding notes payable at both Dec. 31, 2010 and 2009 was 0.64%.

Tampa Electric Company Accounts Receivable Facility

On Feb. 18, 2011, 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 Omnibus
Amendment No. 9 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 Feb. 17, 2012. Please refer to Nete 18 for additional
information.

7. Long-Term Debt
Tampa Electric Company Exchange Offer and Issuance of 5.40% Notes due 2021

On Dec. 14, 2010, Tampa Electric Company completed an exchange offer (the Exchange Offer) which resulted in the
exchange of approximately $278.5 million principal amount of Tampa Electric Company notes for approximately $278.5
million principal amount of Tampa Electric Company 5.40% Notes due 2021.

The Exchange Offer resulted in the exchange and retirement of approximately:
+  $131.5 million principal amount of Tampa Electric Company 6.875% Notes due 2012
+  $147.0 million principal amount of Tampa Electric Company 6.375% Notes due 2012
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for approximately $278.5 million principal amount of newly issued Tampa Electric Company 5.40% Notes due 2021.

The 5.40% Notes bear interest at a rate of 5.40% per year, payable on May 15 and November 15 each year, beginning
May 15, 2011 and mature May 15, 2021. Tampa Electric Company may redeem some or all of the 5.40% Notes at a price
equal to the greater of (i) 100% of the principal amount of the applicable Tampa Electric Company Notes to be redeemed,
plus accrued and unpaid interest, or (ii) the net present value of the remaining payments of principal and interest on the
Tampa Electric 5.40% Notes, discounted at the applicable treasury rate (as defined in the applicable supplemental indenture),
plus 235 basis points. Such redemption price would include accrued and unpaid interest to the redemption date.

After the Exchange Offer, approximately $118.6 million principal amount of Tampa Electric Company 6.875% Notes
due 2012 and $253.0 million principal amount of Tampa Electric Company 6.375% Notes due 2012 remain outstanding. In
accordance with allowed regulatory treatment, the unamortized costs are being amortized over the life of the original notes.

Issuance of Polk County Industrial Development Authority Solid Waste Disposal Facility Revenue Refunding Bonds (Tampa
Electric Company Project), Series 2010

On Nov. 23, 2010, the Polk County Industrial Development Authority (PCIDA) issued $75.0 million Solid Waste
Disposal Facility Revenue Refunding Bonds (Tampa Electric Company Project), Series 2010, in a term-rate mode pursuant to
the terms of the Loan and Trust Agreement governing those bonds. Proceeds of the bonds were used to redeem $75.0 million
PCIDA Solid Waste Disposal Facility Revenue Refunding Bonds (Tampa Electric Company Project), Series 2007 bonds,
which previously had been in auction rate mode and were held by Tampa Electric Company since Mar. 26, 2008. The Series
2010 bonds bear interest at the initial term rate of 1.50% per annum and are subject to mandatory tender for purchase on Mar.
1, 2011, at which time the interest rate on the Series 2010 bonds may be converted to another interest rate mode or another
term interest rate of the same or different duration. Tampa Electric Company is responsible for payment of the interest and
principal associated with the bonds. Tampa Electric Company entered into a Loan and Trust Agreement with the PCIDA, as
issuer, and The Bank of New York Trust Company, N.A., as trustee, in connection with the issuance of the Series 2010
bonds.

On Mar. 26, 2008, Tampa Electric Company purchased in lieu of redemption $75.0 million PCIDA Solid Waste
Disposal Revenue Refunding Bonds (Tampa Electric Company Project), Series 2007 and $20 million Hilisborough County
Industrial Development Authority (HCIDA) Pollution Control Revenue Refunding Bonds (Tampa Electric Company
Project), Series 2007C (collectively, the “2007 Bonds™). Afier the Nov. 15, 2010 issuance of the Series 2010 PCIDA Bonds,
$20 million in bonds purchased in lieu of redemption were held by the trustee at the direction of Tampa Electric Company as
of Dec. 31, 2010 (the “Held Bonds™) to provide an opportunity to evaluate refinancing alternatives. The Held Bonds
effectively offset the outstanding debt balances and are presented net on the balance sheet.

8. Commeon Stock
Tampa Electric Company is a wholly-owned subsidiary of TECO Energy, Inc.

Common Stock Issue

(milltons, except shares) Shares Amount Expense Total

Balance Dec. 31,2010 @ 10 § 1,824 % 00 % 1.8524
Balance Dec. 31, 2009 ..o i 16 § 18024 § 0.0 $ 11,8024

(1} TECO Energy, Inc. made equity contributions to Tampa Electric Company of $50.0 million in 2010.

9. Commitments and Contingencies
Legal Contingencies

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 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.

Merco Group at Adventura Landings v. Peoples Gas System

In October 2004, Merco Group at Adventura Landings I, II and III (together, “Merco™), filed suit against Peoples Gas
System in Dade County Circuit Court, and in its second amended complaint under that action, Merco alleges that coal tar
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from a certain former Peoples Gas manufactured gas plant site had been deposited in the early 1960s onto property now
owned by Merco. Merco alleges that it incurred approximately $2.5 million in costs associated with the removal of such coal
tar, and recently provided expert testimony claiming $110 million plus interest in damages from lost profits due to the delay
in its condominium development project allegedly caused by the presence of the coal tar. Peoples Gas maintains that the coal
tar did not originate from its manufactured gas plant site and has filed a third-party complaint against Continental Holdings,
Inc., which Merco also added as a defendant in its suit, as the owner at the relevant time of the site that Peoples Gas believes
was the source of the coal tar on Merco’s property. Additionally, Peoples Gas has filed a counterclaim against Merco for
contribution for its portion of the damages, in the event Peoples Gas is found liable any damages associated with the coal tar,
alleging Merco is a responsible party based in part on its purchasing the property with knowledge of the presence of the coal
tar. In February 2011, the trial judge granted partial summary judgment to Merco and shified the burden of proof to Peoples
Gas and Continental Holdings to prove the coal tar did not come from their respective manufactured gas plant sites. Trial is
scheduled for April 2011. As of the filing of this report, the ultimate resolution of this proceeding is uncertain and no
potential loss has been accrued.

Superfund and Former Manufactured Gas Plant Sites

Tampa Electric Company, through its Tampa Electric and Peoples Gas divisions, is a potentially responsibie 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, 2010, Tampa Electric Company has estimated its ultimate financial liability to be $21.3 million, primarily at PGS. This
amount has been accrued and is primarily reflected in “Regulatory liabilities”™ on Tampa Electric Company’s consolidated
balance sheet. 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 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 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.

Potentially Responsible Party Notification

In October 2010, the U.S. Environmental Protection Agency (EPA) notified Tampa Electric Company that it is a
potentially responsible party under the federal Superfund law for the proposed conduct of a contaminated soil removal action
and further clean up, if necessary, at a property owned by Tampa Electric Company in Tampa, Florida. The property owned
by Tampa Electric Company is undeveloped except for location of transmission lines and poles, and is adjacent to an
industrial site, not owned by Tampa Electric Company, which the EPA has studied since 1992 or earlier, The EPA has
asserted this potential liability due to Tampa Electric Company’s ownership of the property described above but, to the
knowledge of Tampa Electric Company, is not based upon any release of hazardous substances by Tampa Electric
Company. Tampa Electric Company is in the process of responding to such matter, and the scope and extent of its potential
lability, if any. and the costs of any required investigation and remediation have not been determined.

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, 2010, 2009 and 2008 was $2.3 million, $2.3 million and $2.0 million, respectively.

The following table is a schedule of future minimum lease payments at Dec. 31, 2010 for all leases with non-cancelable
lease terms in excess of one year:
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Future Minimum Lease Payments

Capacity Operaiing
millions) Payments " Leases Tetal
Year ended Dec. 31:

2011 $ 88 $ 24 11.2
2012 9.0 22 11.2
2013 9.1 22 1.3
2014 9.3 2.1 114
2015 9.5 2.1 11.6
THErCaRIEr. oo 29.7 19.3 49.0
Total future minimum 1€2se PAYMENES ..vvcveerceervervvearvrensnns $ 754§ 303 $ 1057

(1)  This schedule includes the fixed capacity payments required under a capacity and tolling agreement of Tampa Electric
which commenced Jan. 1, 2009. In accordance with accounting standards for arrangements that may contain a lease,
the company evaluated the agreement and concluded based on the criteria that the agreement met the lease definition.
Prudently incurred capacity payments are recoverable under an FPSC-approved cost recovery clause (See Note 3).

Guarantees 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 measurement of a liability; and/or
» Disclosure of specific details of the guarantee.

Generally, guarantees of the performance of a third party or guarantees that are based on an underlying (where such a
guarantee is not a derivative) are likely to be subject 1o 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.

Alternatively, guarantees between and on behalf of entities under common control or that are similar to product
warranties are subject only to the disclosure provisions of the interpretation. The company must disclose information as to the
term of the guarantee and the maximum potential amount of future gross payments (undiscounted) under the guarantee, even
if the likelihood of a claim is remote. At Dec. 31, 2010, TECO Energy had provided a $20.0 million fuel purchase guarantee
on behalf of Tampa Electric Company.

At Dec. 31, 2010, Tampa Electric Company was not obligated under guarantees, but had $0.7 million of letters of
credit outstanding.

Letters of Credit -Tampa Electric Company

{mullions) After Liabilities Recognized
Letters of Credit for the Benefit of: 2011 20122015 2018 Total at Dec. 31, 2010
Tampa Electric

Letters 0 Credit ...ovviinecrceircre e ese et s s rvsereseennens $ 0.0 8 0% 078% 075 0.
Total $ 0L % 0% 078% 07 5%

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 Dec. 31, 2010, Tampa Electric Company was in compliance with applicable financial covenants.
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10. Related Party Transactions
A summary of activities between Tampa Electric Company and its affiliates follows:

Net transactions with affiliates:

(millions) 2010 2009 2008
Administrative and general, NEl....ovecveriinecriiin e $ 199 § 198 § 210
Amounts due from or to affiliates of the company at Dec. 31,

(miltions) 20100 2009

Accounts 1eceivable M ..o et $ 09 § 2.7

ACCOUNLS PAVADIE 7 L.o.iiieiirvrerreaeverinseeme s sse s snnseesessevsssnrassssescresraesane $ 72 % 6.5

Taxes receivable $ 246 $ 1638

Taxes payable $ 09 $ 04

(1)  Accounts receivable and accounts payable were incurred in the ordinary course of business and do not bear interest.

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 $1.2 million, $1.6 million and $1.9
million for the years ended Dec. 31, 2010, 2009 and 2008, respectively, to Ausley McMullen, P.A. of which Mr. Ausley (a
director of Tampa Electric Company) is an employee.

11. 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 more than 672,000 customers
in West Central Florida. Its Peoples Gas System division is engaged in the purchase, distribution and marketing of natural gas
for more than 336,000 residential, commercial, industrial and electric power generation customers in the state of Florida.
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Segment Information

Tampa Peoples Other & Tampa Electric
(millions) Electric Gas eliminations Company
2010
Revenues — outsiders $ 2,628 $ 5108 § 00 % 2,673.6
Revenues — affiliates 0.4 19.1 (19.5) 0.0
TOtAl TEVENUES..cmviraeerrerierrere e rescsaresnnersearens 2,163.2 529.9 (19.5) 2,673.6
Depreciation and amortization ... 2159 46.0 0.0 261.9
Total interest Charges .......oevvvvvninreremminicinieeen 122.7 18.3 0.0 141.0
Provision for taxes 1224 21.3 0.0 143.7
Net income 3 208.8 % 341 $ 00 3% 242.9
TOtal ASSELS .evverveecreeecrrreeirrverranrressrseresrrsrnrssarssssarss 5,580.6 872.7 (14.8) 6,438.5
Capital eXpenditures.......ccoeveermevsncrsinevisrnnans $ 3312 § 624 % 00 $ 393.6
2009
Revenues — OUtSIARTS .overervrerveienieacreseeeereaseeaine $ 21943 § 4556 § 0.0 % 2,649.9
Revenues — affiliates ... icnvnncniniroeecnsins 0.5 15.2 (15.%) 0.0
Total revenues. ... rcens e arenine e 2,194.8 470.8 (15.7) 2,649.9
Depreciation and amortization .......c.c.evvevvinieinens 200.4 44.2 0.0 244.6
Restructuring charges.......oomcnmmiinn, 184 4.7 0.0 23.1
Total interest charges .....ovvvvmeecrinncvnniesinenne 116.2 18.7 0.0 1349
Provision for 1aXe8. . mrrenrivenmnenrierersssessanennes 98.4 133 0.0 1117
NEL INCOMNE 1vvreerniercrerenrieseensssssesesssssrrssesssessrees $ 160.2 % 319 % 0.0 % 192.1
TOUAL ASSELS oeerreiiieeereireirrecraseccratee s reeseebesseeenaes 5.457.5 826.0 9.7 6,273.8
Capital eXpenditures...c..oocovercrmrecrrercnsereerermvrnressene $ 5330 $ 505 % 00 3 583.5
2008
Revenues — OULSIAETS oo oriorieiveiscienseeveneseesssenanns $ 20907 $§ 6884 $% 00 § 2,779.1
Revenues — affiliates .oooooeceeiiievnnne e ceencinenns 0.5 0.0 (0.5) 0.0
Total revenues.. ..o e cernomreeireresirecareees 2,091.2 688.4 (0.5) 2,779.1
Depreciation and amortization 185.6 419 0.0 227.5
Total interest charges ......ccocvveeeeicneciirinnscire e 114.7 18.2 0.2) 132.7
Provision fOr taxes....vvvmirccencenie v e £1.9 17.3 0.0 99.2
NELINCOME ..cereerceieereriesiarreerarreesesesasarsssesarane e $ 1356 § 271 8§ 0.0 $ 162.7
TOtAl BSSEIS .ureevrirerierssevererrrmersrarssesieressansrsvessrsersreanes 5,294.7 823.4 9.5) 6,108.6
Capital expenditures. . .....cvvccvveccrmnivoecrnreeseraeens $ 479.7 § 69.0 § 00 $ 548.7

12. Asset Retirement Obligations

Tampa Electric Company accounts for asset retirement obligations under applicable accounting standards. An asset
retirement obligation (ARO) for a long-lived asset is recognized at fair value at inception of the obligation if there is a legal
obligation under an existing or enacted law or statute, a written or oral contract, or by legal construction under the doctrine of
promissory estoppel. Retirement obligations are recognized only if the legal obligation exists in connection with or as a result
of the permanent retirement, abandonment or sale of a long-lived asset.

When the liability is initially recorded, the carrying amount of the related long-lived asset is correspondingly increased.
Over time, the liability is accreted to its 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, 2010, a $1.8 million estimated cash flow revision at Tampa Electric resulted primarily
from the decreased cost of removal of treated wood poles of nearly 50%.
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Reconciliation of beginning and ending carrying amount of asset retirement obligations:

Dec. 31,
(millions) 2010 2009
Beginning BalanCe ........coouceocruriniierncimiriresnieasnseersosesernmseetssmssmsrecsessencsonssssasaessoss $§ 315 $ 300
Additional HADILIES .cocvveee e e cerae e re e rensresesrest s rene 0.5 0.0
Revisions to estimated cash flows.....c.comiiiiinccinic s 1.8 0.0
ORI L reeeee e eeccr e esstecerr e srnsear e ssersaren s erbrnarasaesasnseesssrsnees tensnsssearanseranntrnessanes (1.6) 1.5
ENAINg BAIANCE «....cconuiirvriariieeerieecrncconsrorarssnstasiss sussessesssseresserssmesssesessoscnsanssesess $ 312 § 315

(1) Accretion recorded as a 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 a percentage. The net salvage factor is
principally comprised of two components — a salvage factor and a cost of removal or dismantlement factor. Tampa Electric
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 depreciation.

For Tampa Electric and PGS, the original cost of utility plant retired or otherwise disposed of and the cost of removal
or dismantlement, less salvage value is charged to accumulated depreciation and the accumulated cost of removal reserve
reported as a regulatory liability, respectively.

13. 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 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 (OCI) or in net income, depending on the designation of those instruments (See Note 14). 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.

Tampa Electric Company also 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 OCL. (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
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company’s business needs. As of Dec. 31, 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 Dec. 31, 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

Dec 31, Dec. 31,

(millions) 2010 2009

CUTTENE BSSELS vevvirisrersisavriesieesissereneasersssnssessessrssssessrasessensesss $ .1 8 0.8
Long-term assets 0.0 0.0
TOLAl @SSEES..evveieeecereirarivrertrasesecesesesaesransssrsessssesassaresssarnvssasmrssnsesnanissesns $ L1 % 0.8
Current HabilIes™ ..o ireeeceecnver e s eseeesres s asnvrscnserresresrassssenanne $ 272§ 33.1
Long-term Habilities ..o vniiiommsionminmmmremmsmmsmr s 2.6 3.6
Total HABILITIES cvveeirieneiireecreeccrec it svreecrees s rensssrasereassesessrravenerresssnrassesseneses $ 298 $ 36.7

(1)  Amounts presented above are on a gross basis, with asset and liability positions netted by counterparty in accordance
with accounting standards for derivatives and hedging.

The ending balance in accumulated other comprehensive income (AOCI) related to previously settled interest rate
swaps at Dec. 31, 2010 is a net loss of $5.3 million after tax and accumulated amortization. This compares to a net loss of
$6.1 million in AOC] 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 Balance Sheet as of Dec. 31, 2010 and 2009:

Energy Related Derivatives

Asset Derivatives Liability Derivatives

(millions) Balance Sheet Fair Balance Sheet Fair
at Dec. 31, 2010 Location'" Value Location‘" Value
Commodity Contracts:
Natural gas derivatives:
CUTENE 11t onee s ssisucnssesrsssnsressnsrssressssssssssvacs arans Regulatory labilities § 1.1 Regulatory assets $ 272
LONG-EIM oovviriiiicronrec it eresnencresons Regulatory liabilities 0.0 Regulatory assets 2.6
TOtAl s et s eternnaene $ 1.1 $ 298
(millions) Balance Sheet Fair Balance Sheet Fair
at Dec. 31, 2009 Location"! Value Location'”? Value
Commodity Contracts:
Natural gas derivatives:
CUITENE oo Regulatory liabilities $§ 0.8 Regulatory assets §  33.1
LONE-EIM coocvicciiieciee s oo Regulatory liabilities 0.0 Regulatory assets 3.6

$ 08 $ 367

(1) 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 losses are realized in future periods, they will be recorded as fuel costs in the Consolidated Statements of
Income.

Based on the fair value of the instruments at Dec. 31, 2010, net pretax losses of $26.1 million are expected to be
reclassified from regulatory assets to the Consolidated Statements of Income within the next twelve months.
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The following table presents the effect of hedging instruments on OCl and income for the years ended Dec. 31, 2010
and 2009:

Location of Gain/{Loss) Reclassified Amount of Gain/(Loss) Reclassified From

(ntilfions) From AOCI Into Income AQCI Into Income

Derivatives in Cash Flow Dec. 34, Dec. 31,
Hedging Relationships Effective Portion'” 2010 2009
Interest rate CORIPACIS. vvreerreerrneesseenennes Interest expense (% 0.8) (8 0.7)
Total...ooivieccrmrercrcrermscr et s S 0.8) 0.7)

(1) Changes in OCl and AQCI are reported in after-tax dollars.

For derivative instruments that meet cash flow hedge criteria, the effective portion of the gain or loss on the derivative
is reporied 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 years ended Dec. 31,
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 Dec. 31, 2010, are expected to settle during the 2011 and 2012 fiscal years:

Natural Gas Contracts

(millions) (MMBTUs)

Year Physical Financial
2011.... bt e et et b e st betesm e s e gsean e e 0.0 31.9
0L U OO PO 0.0 9.6
TOtAL et b e e aaas 0.0 41.5

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
toss 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.

It is possible that volatility in commodity prices could cause Tampa Electric Company to have material credit risk
exposures with one or more counterpartics. 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 Dec. 31, 2010, substantially all
of the counterparties with transaction amounts outstanding in Tampa Electric Company’s energy portfolic were 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
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nonperformance risk to derivative positions. As of Dec. 31, 2010, substantially all positions with counterparties were net
liabilities,

Certain Tampa Electric Company 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 positions for Tampa Electric
Company’s derivative activity at Dec. 31, 2010:

Derivative
Fair Value Exposure
(millions) Asset/ Asset/ Posted
At Dec, 31, 2010 (Liability) (Liability) Collateral
LTl v —— (S 298 (3 298) § 0.0

14. Fair Value
Determination of Fair Value

‘ Tampa Electric Company measures fair value using the procedures set forth below for all assets and liabilities
measured at fair value that were previously carried at fair value pursuant to other accounting guidelines.

When available, Tampa Electric Company uses quoted market prices on assets and liabilities 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 are traded in a secondary market, Tampa Electric 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 or 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 in Level 3 even though there may be
significant inputs that are readily observable.

Items Measured at Fair Value on a Recﬁrring Basis

The following table sets 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 Dec. 31, 2010. 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 labilities 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.
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Recurring Derivative Fair Value Measures

At fair value as of Dec. 31, 2010
{mithons) Level | Level 2 Level 3 Total

Assets

Natural gas swaps $ 00 3% 118 00 % 1.1

TOAL .oivevieirereerieseesesseessse st b asessesesestsaraassasbanesreensesessassrercraniises $ 00 % 1.1 $ 00 % 1.1
Liabilities
Natural gas SWaps .....s.ecevenn. o 8 00 $ 298 § 0.0 $ 298
Total oevrierecersivisssveraennreeas ORI o $ 00 $§ 298 $ 00 $ 298
At fair value as of Dec. 31, 2009
{miflions) Level 1 Level 2 Level 3 Total
Assets

$ 00 % 08 $ 00 % 0.8
TOAL o eiev o bbb $ 00 % 08 § 0.0 § 0.8

Natural gas swaps

Liabilities
NALUTEL ZAS SWAPS cvevverererererrarennsesareressesesesasersssamsessessonamnesssessssses e 8 00 $ 367 % 00 $ 367
$ 00 8§ 367 % 0.0 § 367

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 (See Note 13).

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 Dec. 31, 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.

15. Variable Interest Entities

Tampa Electric Company accounts for VIEs under accounting standards for consolidations. In accordance with these
standards, the 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 absorbs a 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 would indicate that a transfer of risk from the entity to the company has occurred.
The transfer of substantial risk from the entity to the company could result in a determination that the company is the primary
beneficiary of the entity. While Tampa Electric Company reviews each contract individually, for purposes of analyzing
PPAs, the determining factors are generally the length of the agreement and which entity absorbs the fuel risk.

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 encrgy 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 $108.8 million, $105.5 million and $167.2 million, under these PPAs for the
three years ended Dec. 31, 2010, 2009 and 2008, respectively.
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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, 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, have no obligation to do so and the information is not available publicly. As aresult, 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. Tampa Electric Company purchased $52.8 million, $31.7 million and
$71.6 million, under this PPA for the three years ended Dec. 31, 2010, 2009 and 2008, respectively.

Tampa Electric Company does not provide any material financial or other support to any of the VIEs it is involved
with, nor is Tampa Electric Company under any obligation to absorb losses associated with these VIEs. Tampa Electric
Company’s involvement with the remaining VIEs does not affect its Consolidated Balance Sheets, Statements of Income or
Cash Flows.

16. Other Comprehensive Income

Tampa Electric Company reported the following other comprehensive income (loss) for the years ended Dec. 31, 2010,
2009 and 2008, related to changes in the fair value of cash flow hedges and amortization of unrecognized benefit costs
associated with the company’s pension plans:

Other comprehensive income (loss)

fmillians) Gross Tax Net
2010
Unrealized 1085 00 cash flow BEAEES ..voiviicirirrniercenisretssnieirestareereersrasssrssesssresssssseresseenesensaess $ 00 $ 00 $ 00

Plus: Gain reclassified to net income 1.2 0.4) 0.8

1.2 0.9) 0.8

Gain on cash flow hedges

Total other comprehensive INCOME. ... ccr s ssan s ase s $ 1.2 %8 (0 % 08
2009
Unrealized 10ss on cash flow REAEES .ot eecv st e earene e $ 00 & 00 § 00
Plus: Gain reclassified t0 NEL IMCOME .....cocvuvovrrverunenrirreereearerssesesiesnarassssssesreressesnessesessasesesnssarne 1.2 0.5) 0.7
Gain on cash flow hedZes. ..ot cetase b essetarae g ssessesnssmnssensens 1.2 0.5) 0.7
Total other cCOMPrehensive INCOME ... viccoerciconirerrere e enreasssecassrsesessenraes $ 12 $ (035 $ 0.7
2008
Unrealized 1055 on cash flow BedBes .....ooviaimnncnirc v cessenernncnsessrssscerssrscesssanrsssnesse $ 36 %5 14 % (22
Less: Loss reclassified 10 NEL IICOME......oocvivrieinrincr s nss s 0.7 0.3 0.4
L.05S 0N €ashi floW BedEES...iuiiieiimieeierrirce et e se et v rrar st es s nes e nssaea e aens (2.9) 1.1 (1.8)
Total other COMPrehensive 1085 .. e rcvens s s sr s see s asrassene e $ 29 % 1.1 § (1.8

Accumulated other comprehensive loss

(millronsj Dec. 31, 2010 2009
Net unrealized 10ss from cash flow Bedges () ..cuivuirieeceecerree et et ss bt e s s e $ 53 % 6.1
Total accumulated other cOMPrehensive 1085 .ot s eree s s $ 53 % 6.1

(1) Net of tax benefit of $3.4 million and $3.8 million as of Dec. 31, 2010 and 2009, respectively.

17. 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 which included approximately 216 jobs at Tampa Electric Company. The reduction in force was substantially
completed by Dec. 31, 2009. In connection with this reduction in force, Tampa Electric Company incurred $23.1 million
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related to severance and benefits recognized on the Consolidated Statements of Income under “Restructuring charges™ for the
year ended Dec. 31, 2009. The total cash payments related to these actions were $26.2 million, including $4.9 million for the
settlement of pension obligations (see Note §), paid during 2009 and early 2010.

Restructuring Charges to be Incurred

Termmation
{millions) of Benefits Other Costs Total

Total costs expected to be incurred $ 231 % - § 23

Costs incurred in 2009 .......coccevevveenns 23.D — 23.1)

AGTUSHNENLS .. rcretrceceinrscirssnraesteverass s esrersrressessisresersassesessesansasneres —_ - .

Total COSS FEMAINING. ..oeerevcririeerceriorecenvcctrancrcrsieccasecesnseanassesasass $ — % i I
Accrued Liability for Restructuring Charges

Termmation

(mitllions) of Benefits Other Costs Total

Beginning balance, Jul. 1, 2009 .....oovvoiiieccn s $ —  § —_ % —

Costs incurred and charged to expense 23.1 — 23.1

Costs paid/settled. . 20.4) e (20.4)

NON-CASH EXPEIISE ..vevictesecreireeresenraenseevriareecavavssssesensasesseasessnssens (1.8) — (1.8)

AJUSUITICNLS c..cvvvecirecairaeiarensiasonnnascenssassonsessenanssasnensesysenessensarsses — — e

Ending balance, Dec. 31, 2009 ......ccoovrievcrerrennrericoncervnnverssesoreres $ 09 §% —  $ 0.9

Costs paid/settled .......covvierviiiecerccrier v e (0.9) —_ (0.9)

Ending balance, Dec. 31, 2010 ...cc.ovvvvcnieririienccreencneeenrereraneevenas $ —  $ —  § -
Restructuring Charges by Segment

Tampa
(millions) Elecivic PGS Total

Total costs expected to be incurred $ 184 § 47 % 231
Costs incurred in 2009 (18.4) “.7 23.1H)
AdJustments .....covuecrvvveareverersvns — e e

Total Costs reMAINING....c.crrcrrearcr st s ces s ecness $ —_ % — § —

18. Subsequent Events
Tampa Electric Company Accounts Receivable Facility

On Feb. 18, 2011, 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 Omnibus
Amendment No. 9 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. 17, 2012, (ii) provides that TRC will pay program
and liquidity fees, which will total 70 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.
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Item 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE.

None.

Item 9A. CONTROLS AND PROCEDURES.
TECO Energy, Inc.
Conclusions Regarding Effectiveness of Disclosure Controls and Procedures.

TECO Energy’s management, with the participation of its principal executive officer and principal financial officer,
has evaluated the effectiveness of TECO Energy’s disclosure controls and procedures (as such term is defined in Rules 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 annual report, Dec. 31, 2010 (the “Evaluation Date™). Based on such evaluation, TECO Energy’s
principal executive officer and principal financial officer have concluded that, as of the Evaluation Date, TECO Energy’s
disclosure controls and procedures are effective.

Management’s Report on Internal Control over Financial Reporting.

Our management is responsible for establishing and maintaining adequate internal control over financial reporting, as
such term is defined in Rule 13a-15(f) of the Securities Exchange Act of 1934, as amended. We conducted an evaluation of
the effectiveness of TECO Energy, Inc.’s internal control over financial reporting as of Dec. 31, 2010 based on the
framework in Internal Control - Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission. Based on our evaluation under this framework, our management concluded that TECO Energy,
Inc.’s internal control over financial reporting was effective as of Dec. 31, 2010,

TECO Energy’s internal control over financial reporting as of Dec. 31, 2010 has been audited by
PricewaterhouseCoopers LLP, an independent registered certified public accounting firm, as stated in their report which is on
page 80 of this report.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. A
control system, no matter how well designed and operated, can provide only reasonable assurance with respect to financial
statement preparation and presentation. Projections of any evaluation of effectiveness 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.

Changes in Internal Control over Financial Reporting.

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 controls that
occurred during TECO Energy’s last fiscal quarter that has materially affected, or is reasonably likely to materially affect,
such controls.

Tampa Electric Company
Conclusions Regarding Effectiveness of Disclosure Controls and Procedures.

Tampa Electric Company’s management, with the participation of its principal executive officer and principal financial
officer, has evaluated the effectiveness of Tampa Electric Company’s disclosure conirols 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 annual report, Dec. 31, 2010 (the “Evaluation Date”). Based on such evaluation,
Tampa Electric Company’s principal executive officer and principal financial officer have concluded that, as of the
Evaluation Date, Tampa Electric Company s disclosure controls and procedures are effective.

Management’s Report on Internal Control over Financial Reporting.

Our management is responsible for establishing and maintaining adequate internal control over financial reporting, as
such term is defined in Rule 13a-15(f) of the Securities Exchange Act of 1934, as amended. We conducted an evaluation of
the effectiveness of Tampa Electric Company’s internal control over financial reporting as of Dec. 31, 2010 based on the
framework in Internal Control - Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission. Based on our evaluation under this framework, our management concluded that Tampa Electric
Company’s internal control over financial reporting was effective as of Dec. 31, 2010.
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Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. A
control system, no matter how well designed and operated, can provide only reasonable assurance with respect to financial
statement preparation and presentation. Projections of any evaluation of effectiveness 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.

Changes in Internal Control over Financial Reporting.

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 controls that occurred during Tampa Electric Company’s last fiscal quarter that has materially affected, or is
reasonably likely to materially affect, such controls.

Item 9B. OTHER INFORMATION.
None.

PART HI
Item 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE.

(8) The information required by ltem 10 with respect to the directors of the registrant is included under the caption
“Election of Directors™ in TECO Energy’s definitive proxy statement for its Annual Meeting of Shareholders to be held
on May 4, 2011 (Proxy Statement) and is incorporated herein by reference.

(b) The information required by Item 10 concerning executive officers of the registrant is included under the caption
“Executive Officers of the Registrant™ on page 23 of this report.

(¢}  The information required by Item 10 concerning Section 16(a) Beneficial Ownership Reporting Compliance is included
under that caption in the Proxy Statement and is incorporated herein by reference.

(d) Information regarding TECO Energy’s Audit Committee, including the committee’s financial experts, is included
under the caption “Committees of the Board” in the Proxy Statement, and is incorporated herein by reference.

{¢) TECO Energy has adopted a code of ethics applicable to all of its employees, officers and directors. The text of the
Code of Ethics and Business Conduct is available in the Corporate Governance section of the Investors page of the
company’s website at www.tecoenergy.com. Any amendments to or waivers of the Code of Ethics and Business
Conduct for the benefit of any executive officer or director will also be posted on the website.

Item 11. EXECUTIVE COMPENSATION.

The information required by Item 11 is included in the Proxy Statement beginning with the caption “Compensation
Discussion and Analysis” and ending with “Executive Chairman Employment Agreement” just above the caption
“Ratification of Appointment of Independent Auditor”, and under the caption “Compensation of Directors” and is
incorporated herein by reference.
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Item 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND
RELATED STOCKHOLDER MATTERS.

The information required by Item 12 is included under the caption “Share Ownership” in the Proxy Statement, and is
incorporated herein by reference.

Equity Compensation Plan Information

(thousands, except per share price) (a) () ()

Number of securities
remaining available for

Number of securities Weighted-average Suture issuance under
to be issued upon exercise af exercise price of equity compensation plans
oulstanding options, oulstanding options, {excluding securities
Plan Category warrants and rights warrants and rights reflected in column (@) ™
Equity compensation
plans/arrangements approved
by the stockholders
2010 Equity Incentive Plan™ ... 4902 $ 22.04 3,374
Equity compensation
plans/arrangements not
approved by the stockholders
NOME i — — —
Total oo 4902 % 22.04 3,374

(1)  The reported amount for the 2010 Equity Incentive Plan excludes performance shares which have been issued or may
potentially be issued due to performance, subject to a performance-based vesting schedule. Because of the nature of
these awards, these shares have also not been taken into account in calculating the weighted-average exercise price
under column (b) of this table.

(2)  The reported amount for the 2010 Equity Incentive Plan includes shares which may be issued as restricted stock,
performance shares, performance-accelerated restricted stock, bonus stock, phantom stock, performance units, dividend
equivalents and other forms of award available for grant under the plan.

(3) The 2010 Equity Incentive Plan amends, restates and supersedes the 2004 Equity Incentive Plan and the 1997 Director
Equity Plan.

Item 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE.

The information required by Item 13 is included under the captions “Certain Relationships and Related Person
Transactions™ and “Director Independence” in the Proxy Statement, and is incorporated herein by reference.

Item 14. PRINCIPAL ACCOUNTING FEES AND SERVICES.

The information required by Item 14 for TECO Energy is included under the caption “Item 2 — Ratification of
Appointment of Independent Auditor” in the Proxy Statement and is incorporated herein by reference.

Tampa Electric Company incurred $0.7 million, $0.7 million and $0.8 million in audit-related fees rendered by
PricewaterhouseCoopers for 2010, 2009 and 2008, respectively, including $0.3 million related to Sarbanes-Oxley in each of
the three years. No other fees for services rendered by PricewaterhouseCoopers were incurred by Tampa Electric Company in
those years.
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PART 1V

Item 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES.
(a) Certain Documents Filed as Part of this Form 10-K
1. Financial Statements
TECO Energy, Inc. Financial Statements — See index on page F-1
Tampa Electric Company Financial Statements — See index on page F-50
2. Financial Statement Schedules
Condensed Parent Company Financial Statements Schedule I - page I-1
TECO Energy, Inc. Schedule IT - page 11-1
Tampa Electric Company Schedule II — page I1-2
3. Exhibits — See index beginning on page E-1

(b) The exhibits filed as part of this Form 10-K are listed on the Exhibit Index immediately preceding such Exhibits. The
Exhibit Index is incorporated herein by reference. ‘

(c) The financial statement schedules filed as part of this Form 10-K are listed in paragraph (a}(2) above, and follow
immediately,
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SCHEDULE I - CONDENSED PARENT COMPANY FINANCIAL STATEMENTS

TECO ENERGY, INC.
PARENT COMPANY ONLY
Condensed Balance Sheets
(millions) Dec. 31, Dec. 31,
Assets 2010 2009
Current assets
Cash and cash eqUIVAIENTS .....veceiieieeiit ettt ae et s e eneassbebes $ 397 % 219
AVANCES 10 ALTIIIALES 11vvvvrsrreevivireiiressiarneesiaierstisssecabaeesesareesrbesseserssassseensssssssesassrtsssaserarnseasssssnven 96.2 2134
Accounts receivable frOm affIliAteS ... it rererrescreress e rrer e rees e e s ressseerarasnnserssnens 8.1 72
Interest receivable from affiliates .ot rcer s e nesens 1.0 1.6
OTHET CUITENT ASSELS cvvveiveriarareresrseerussomessssrossesmniasseosssassrassersssesseesssarssssertssassssssosetossssrsssessssasssensa 0.6 0.9
TOLAL CUITEIT ASSELS 1vivvvirsrieiorsrrserssncsersronsasseasssrsssrsseasssrrssarssesesssssssssseansssrssnesreressenssasarssssses 145.6 245.0
Property, plant and equipment
Property, plant and ©QUIPIMENL.....ocvvvevririeeeasrerert e e seetest st esesmo e sas s srema s sessseesesrs 0.7 0.6
Accumuated depreCiBlion. ... e craresr s res s s reerses s s ese e e e reeaes 0.3 (0.2
Total property, plant and eqUIPMENt, NEL ..ot sene 0.4 0.4

Other assets

Investment in subsidiaries 2.661.8 26413

Deferred income taxes 563.4 6576
Other assets vooovrecrrcrnerns 9.4 84
TOLAL OLhEE ASSEIS 1rcvvreevcniercririreiiieiir e e e sesesanssssneeassesesssresesstesasaseasansesasaravssssrsiesssnessonansase 3,234.6 3,307.3
Total assets $ 33806 $ 13,5527
Liabilities and capiral
Current liabilities
Long-term debt due Within 0518 YEAI ...t v reor e e e e $ 488 $ 102.8
Accounts payable to affiliates 0.4 0.4
Accounts payable ... 5.3 3.6
INterest PAYADIE c...eccveiriciiit e s s s arasren 0.7 3.9
TAXES ACCIUSH.c.verrrrerrensesiercairereriresesasarsesssssssenessressessneassessarassasssecssnensseesasernessorensesssesssssessaassnssrne 6.0 0.2

Advances from affiliates 1,111.2 1,030.8

Other current liabilities. ...ovveveeieeceeeciceececrreecerenes 0.5 0.6
Total current labilities 1,172.9 1,142.3
Other liabilities
Long-term debt, less amount due Withift 0NE YEAT.....cvververevererrerereeere v eravsareriesvresessursressiessenssnns 8.8 301.0
OUNEr HADIIIIES ... vvieceescireveicreer i e rissaeeecaresvssseaestbes e seseaseeaassesasssessarsscasssssrarases sannessrnnnssersnavensnns 292 24.0
TOtal Other HADTIILIES 1eeiuieericieerireirivesreesieresevervesieersseerrecsssesssssanesssrssnestassrasassersssssssnrsssnsns 38.0 325.0
Capital
COMMOI EQUILY coervviriecrirriiiiesice e careerirs s treriese s s ss s assbe st sb st e abase s eas s e s s s e shastcasnsassesnsresnsne 2149 2139
Additional paid in CAPIAL ......covircrnrire e er et crer e e e sare e een e se e e res 1.542.0 1,530.8
Retained earnings 430.0 365.7
Accumulated other comprehensive [0SS ..o e s encnns (17.2 (25.0
TOtAl CAPHAL....ecrivreen et erae e s nsessnssesse s st e sesseteste e nasaea e e e e saneene s racesanesaeennanes 2,169.7 2,085.4
Total lHabilities and capital $ 3,3806 $ 13,5527

The accompanying notes are an integral part of the condensed financial statements.
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SCHEDULE I - CONDENSED PARENT COMPANY FINANCIAL STATEMENTS

TECO ENERGY, INC,
PARENT COMPANY ONLY
Condensed Statements of Income

For the years ended Dec. 31,

(milltons) 2010 2009 2008
Revenues $ 00 § 0.0 % 0.0
Expenses
Administrative and general EXPeNSES .o ceirieirnrre s e rassare 5.2 4.5 42
OFHET TAXES eecereerererticiniermireres e i s it sar s e s sre oot e sssam s s e s ee st e s s e b b facs a0 smanasssesnerees saeamnens sets 0.9 0.7 0.8
Transaction (gain) costs related to sale of BUSINESS.....ccoerieeeincccinseececr corcsreeenes 0.0 0.0 0.2

Sale of previously impaired assets ........c..... et e s bt ees 2.9 0.0 0.0

ReStrUCIUNNE ChAIEES c.ovevrervicrienrise s ncirnsetsne et cesessecs cseseesmssesessssarssrsessmsevsssssnens 1.5 2.6 0.0

Depreciation and amortiZation ... creiiienrnerencnersmsssrs e reesessessersrrermrsssssses e 0.2 0.2 02

TOUAl EXPEIISES 1overreseecrareriiiseiersesiermen s et crasaasasreressestastsos s bbb bonssaeassabsesasarasnesrentosens 4.9 8.0 5.0

Loss from operations 4.9 (8.0 (5.0
Other income (expense)

Loss on debt extingUISHMENT ....co.vvrierieiiece vttt esrr s iss e sae e st aasbesaes e ens e saesnss (19.8 0.0 0.0

INEEIESE INCOME ..t eriieeieircrarrccirrrreistries reres e reese b esmrareerrane s sbeseestas asesemsnns seskerasstsrarsesannnransoussnins 0.2 0.2 0.0

(HhET INCOME vevvrereercrirsireesnrereieserasssras v ssnerintacseenines 1.0 (5.2 2.0

281.4 243.0 192.1
TOtAl O REE INCOMMIE . veeiireeiveiivireenveasreseervestressreissssereesssasasscrstaerransssscssasivessarnentoens 262.8 238.0 194.1

Earnings from investments in subsidiaries

Interest income (expense)
INETESE EXPEIISE 1viuriiriereeceiriiaiietserseas i nessns e stsnesaes st e e bs st ebavananesasascosbatsasbaessamenesesarass

Others (13.5 (25.2 (28.1
Total interest expense (13.5 (252 (28.1
Income before income taxes 244.4 204.8 161.0
Income tax exXpense (BENETIt) i i ittt et s et eab e s e sb et 54 9.1 (1.4
Net income $ 239.0 § 2139 § 1624

The accompanying notes are an integral part of the condensed financial statements.
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SCHEDULE I - CONDENSED PARENT COMPANY FINANCIAL STATEMENTS

TECO ENERGY, INC.
PARENT COMPANY ONLY
Condensed Statements of Cash Flows

For the years ended Dec. 31,

(millions) 2010 2009 2008
Cash flows from operating activities $ 3832 § 311.7 $ 4280
Cash flows from investing activities
REStHCted CASH ... e e 0.0 0.4 0.1
Capital expenditures... O.r 0.0 0.0
Investment in subsidiaries (50.0 0.0 (271.0
Net change in affiliate adVanCes.........coceeeverriieienieeeeee e 197.6 (134.5 (67.4
Other NON-CUITeNt INVESHMENLS ........coeeiriirererreteerenteee s e s e n e s sneseene 0.0 9.8 423

Cash flows from (used in) investing activities 147.5 (124.3 (380.8

Cash flows from financing activities

Dividends to shareholders (174.7 (170.8 (168.6

Common Stock ........ccovereercennen. 7.8 5.1 21.8

Repayment of long-term debt (346.0 0.0 0.0

Cash flows used in financing activities......c.coceeeererieirnnenicrenie e e 5129 (165.7 (146.8

Net increase (decrease) in cash and cash equivalents 17.8 21.7 (99.6

Cash and cash equivalents at beginning of period 21.9 0.2 99.8

Cash and cash equivalents at end of period $ 397 8% 219 % 0.2
Supplemental Data.......ccevviniiiiiiiiie ettt st et st st aae

Dividends from subsidiaries included in cash flows from operating activities..................... $ 3184 $§ 2542 § 4084

The accompanying notes are an integral part of the condensed financial statements.
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SCHEDULE I - CONDENSED PARENT COMPANY FINANCIAL STATEMENTS

TECO ENERGY, INC.
PARENT COMPANY ONLY
Notes to Condensed Financial Statements

1. Basis of Presentation

TECO Energy, Inc., on a stand alone basis, (the parent company) has accounted for majority-owned subsidiaries using
the equity basis of accounting. These financial statements are presented on a condensed basis. Additional disclosures relating
to the parent company financial statements are included under the TECO Energy Notes to Consolidated Financial
Statements, which information is hereby incorporated by reference. These parent company condensed financial statements
are required under Regulation 8-X due to their net assets exceeding 25% of the consolidated net assets of TECO Energy, Inc.

The use of estimates is inherent in the preparation of financial statements in accordance with generally accepted
accounting principles. Actual results could differ from those estimates. Certain prior year amounts were reclassified to
conform to the current year presentation.

2. Commitments and Contingencies

See Note 12 to the TECO Energy Consolidated Financial Statements for a description of all material contingencies
and guarantees outstanding of the parent company.

3. 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 which included approximately 13 jobs at the parent company. The reduction in force was substantially completed by
Dec. 31, 2009. In connection with this reduction in force, for the years ended Dec. 31, 2010 and 2009, the parent company
incurred $1.5 million and $2.6 million, respectively, related to severance and benefits recognized on the Condensed
Statements of Income under “Restructuring charges”. The total cash payments related to these actions were $2.1 million and
paid during 2009 and early 2010.
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SCHEDULE 11 - VALUATION AND QUALIFYING ACCOUNTS AND RESERVES

TECO ENERGY, INC.
VALUATION AND QUALIFYING ACCOUNTS AND RESERVES
For the Years Ended Dec. 31, 2010, 2009 and 2008

(millions)
Balance at Additions Balance at
Beginning Charged to Other Payments & End of
of Period Income Charges Deductions Period
Allowance for Uncollectible Accounts: ....
20101 ettt e ree s s eee s sre e eeaesraes $ 30 $ 10.7 $ — 3 92 §$ 4.5
2009ttt et e e sr e e e e see s resene $ 35 §% 9.1 § — 3 96 $ 3.0
2008....ciieeeerereeerireeerreereerererre s e srrecennraeenaneeaas $ 33 § 81 $ — 3 79 $ 3.5
(1)  Write-off of individual bad debt accounts
SCHEDULE Il - VALUATION AND QUALIFYING ACCOUNTS AND RESERVES
TAMPA ELECTRIC COMPANY
VALUATION AND QUALIFYING ACCOUNTS AND RESERVES
For the Years Ended Dec. 31,2010, 2009 and 2008
(millions)
Balance at Additions Balance at
Beginning Charged to Other Payments & End of
of Period Income Charges Deductions Period
Allowance for Uncollectible Accounts:
20101 uiieieieeieeireeeeirerrereeeeeee e rere e e sreesnnrraesannerens $ 1.6 $ 10.7 $ — 3 9.1 §$ 3.2
2009 .. ittt e re e e e s s e saae e $ 1.6 $ 9.0 § — 3 9.0 $ 1.6
2008...ceeiiceetieeereree et e e e e e ee e essreessrseeennesanas $ 14 $ 81 $ — 3 79 $ 1.6
(1)  Write-off of individual bad debt accounts
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) 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.

Dated: February 28, 2011

B

TECO ENERGY, INC.

y./s/ JOHN B. RAMIL

JOHN B. RAMIL
President, Chief Executive Officer and Director
(Principal Executive Officer)

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed by the following
persons on behalf of the registrant and in the capacities indicated on February 25, 2011:

Signature

/s/ SHERRILL W. HUDSON

SHERRILL W. HUDSON

/s/ JOHN B. RAMIL

JOHN B. RAMIL

/s' SANDRA W. CALLAHAN

SANDRA W. CALLAHAN

Title

Executive Chairman of the Board and Director

President, Chief Executive Officer and Director

(Principal Executive Officer)

Senior Vice President-Finance and Accounting and Chief

Financial Officer (Chief Accounting Officer)
(Principal Financial and Principal Accounting Officer)

Signature Title Signature Title
/s/ C. DUBOSE AUSLEY Director /S/ TOM L. RANKIN Director
C. DUBOSE AUSLEY TOM L. RANKIN
/s/ JAMES L. FERMAN, JR. Director /S WILLIAM D. ROCKFORD Director
JAMES L. FERMAN, JR. WILLIAM D. ROCKFORD
/s/ JOSEPH P. LACHER Director /% PAUL L. WHITING Director
JOSEPH P. LACHER PAUL L. WHITING
/s/ LORETTA A. PENN Director
LORETTA A. PENN
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) 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.

Dated: February 28, 2011

TAMPA ELECTRIC COMPANY

By./s/ JOHN B. RAMIL

JOHN B, RAMIL
Chief Executive Officer and Director
(Principal Executive Officer)

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed by the following
persons on behalf of the registrant and in the capacities indicated on February 25, 2011:

Signature

Title

/s/ SHERRILL W. HUDSON

Executive Chairman of the Board and Director

SHERRILL W. HUDSON

/s/ JOHN B. RAMIL

Chief Executive Officer and Director

JOHN B. RAMIL

/s/ SANDRA W. CALLAHAN

(Principal Executive Officer)

Vice President-Finance and Accounting and Chief

SANDRA W. CALLAHAN

Financial Officer (Chief Accounting Officer)
(Principal Financial and Principal Accounting Officer}

Signature Title Signature Title

/s/ C. DUBOSE AUSLEY Director /S/ TOM L. RANKIN Director
C. DUBOSE AUSLEY TOM L. RANKIN

/s/ JAMES L. FERMAN, JR. Director /S WILLIAM D. ROCKFORD Director
JAMES L. FERMAN, JR. WILLIAM D. ROCKFORD

/s/ JOSEPH P. LACHER Director /S PAUL L. WHITING Director

JOSEPH P. LACHER

/s/ LORETTA A. PENN

PAUL L. WHITING

Director

LORETTA A. PENN
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Supplemental Information to Be Furnished With Reports Filed Pursuant to Section 15(d) of the Act by Registrants

Which Have Not Registered Securities Pursnant to Section 12 of the Act

No annual report or proxy material has been sent to Tampa Electric Company’s security holders because all of its

equity securities are held by TECO Energy, Inc.
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INDEX TO EXHIBITS

Exhibit
No. Description

2.1 Stock Purchase Agreement dated as of October 21, 2010, among lberdrola Energia, S.A., TPS de Ultramar Ltd.,
EDP — Energias de Portugal, S.A., Empresas Piblicas de Medellin E.S.P., and EPM Inversiones S.A,

3.1 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.).

3.2 Bylaws of TECO Energy. Inc., as amended effective Feb, 2, 2011 (Exhibit 3.1, Form 8-K dated Feb. 4, 2011 of *
TECO Energy, Inc.).

3.3 Restated Articles of Incorporation of Tampa Electric Company, as amended on Nov. 30, 1982 (Exhibit 3 to *
Registration Statement No. 2-70653 of Tampa Electric Company).

3.4 Bylaws of Tampa Electric Company, as amended effective Feb. 2, 2011.

4.1 Loan and Trust Agreement among Hillsborough County Industrial Development Authority, Tampa Electric *
Company and The Bank of New York Trust Company of Florida, N.A., as trustee, dated as of Jun. 1, 2002
(including the form of bond). (Exhibit 4.5, Amendment No. 1 to Form 10-K for 2004 of TECO Energy, Inc. and
Tampa Electric Company).

4.2 Loan and Trust Agreement among Hillsborough County Industrial Development Authority, Tampa Electric *
Company and The Bank of New York Trust Company, N.A., as trustee, dated as of Jan. 5, 2006 (including the
form of bond) (Exhibit 4.1, Form 8-K dated Jan. 19, 2006 of Tampa Electric Company).

4.3 Indenture between Tampa Electric Company and The Bank of New York, as trustee, dated as of Jul. 1, 1998 *
(Exhibit 4.1, Registration Statement No. 333-55873 of Tampa Electric Company).

4.4 Third Supplemental Indenture between Tampa Electric Company and The Bank of New York, as trustee, dated *
as of Jun. 15, 2001 (Exhibit 4.2, Form 8-K dated Jun. 25, 2001 of Tampa Electric Company).

4.5 Fourth Supplemental Indenture between Tampa Electric Company and The Bank of New York, as trustee, dated *
as of Aug. 15, 2002 (Exhibit 4.2, Form 8-K dated Aug. 26, 2002 of Tampa Electric Company).

4.6 Fifth Supplemental Indenture between Tampa Electric Company and The Bank of New York, as trustee, dated *
as of May 1, 2006 (Exhibit 4.16, Form 8-K dated May 12, 2006 of Tampa Electric Company).

4.7 Amended and Restated Note Agreement dated as of May 30, 1997 between Tampa Electric Company (successor *
by merger to Peoples Gas System, Inc.) and The Prudential Insurance Company of America (Exhibit 4.2, Form
8-K dated Dec. 15, 2004 of TECO Energy, Inc. and Tampa Electric Company).

4.8 Letter Amendment No. I dated as of Dec. 9, 2004 to the Amended and Restated Note Agreement dated as of *
May 30, 1997 between Tampa Electric Company (successor by merger to Peoples Gas System, Inc.) and The
Prudential Insurance Company of America (Exhibit 4.1, Form 8-K dated Dec. 15, 2004 of TECO Energy, Inc.
and Tampa Electric Company).

4.9 Note Purchase Agreement among Tampa Electric Company and the Purchasers party thereto, dated as of Apr. *
11, 2003 (Exhibit 10.1, Form 8-K dated Apr. 14, 2003 of Tampa Electric Company).

4.10Loan and Trust Agreement dated as of November 15, 2010 among Tampa Electric Company, Polk County *
Industrial Development Authority and The Bank of New York Mellon Trust Company, N.A., as trustee
(including the form of Bond) (Exhibit 4.1, Form 8-K dated Nov. 23, 2010 of Tampa Electric Company).

4.118Sixth Supplemental Indenture dated as of May 1, 2007 between Tampa Electric Company and The Bank of New *
York, as trustee (Exhibit 4.18, Form 8-K dated May 25, 2007 of Tampa Electric Company).

4.12Seventh Supplemental Indenture dated as of May 1, 2008 between Tampa Electric Company and The Bank of *
New York, as trustee (Exhibit 4.20, Form 8-K dated May 16, 2008 of Tampa Electric Company).

4.13Eighth Supplemental Indenture dated as of Nov. 15, 2010 between Tampa Electric Company, as issuer, and The *
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Exhibit
No. Description
Bank of New York Mellon, as trustee (including the form of 5.40% notes due 2021) (Exhibit 4.1, Form 8-K
dated Dec. 9, 2010 of Tampa Electric Company).

4.14Loan and Trust Agreement dated as of Jul. 2, 2007 among Hillsborough County Industrial Development *
Authority, Tampa Electric Company and The Bank of New York Trust Company, N.A., as trustee (including
the form of Bond) (Exhibit 4.1, Form 8-K dated Jul. 25, 2007 of Tampa Electric Company).

4.15First Supplemental Loan and Trust Agreement dated as of Mar. 26, 2008 among Hiflsborough County *
Industrial Development Authority, Tampa Electric Company and The Bank of New York Trust Company,
N.A,, as trustee (Exhibit 4.1, Form 8-K dated Mar. 26, 2008 of Tampa Electric Company).

4.16Indenture between TECO Energy, Inc. and The Bank of New York, as trustee, dated as of Aug. 17, 1998 *
(Exhibit 4.1, Form 8-K dated Sep. 20, 2000 of TECO Energy, Inc.).

4.17Third Supplemental Indenture dated as of Dec. 1, 2000 between TECO Energy, Inc. and The Bank of New *
York, as trustee (Exhibit 4.21, Form 8-K dated Dec. 20, 2000 of TECO Energy, Inc.).

4.18Fourth Supplemental Indenture dated as of Apr. 30, 2001 between TECO Energy, Inc. and The Bank of New *
York, as trustee (Exhibit 4.28, Form 8-K dated May 1, 2001 of TECO Energy, Inc.).

4.19Fifth Supplemental Indenture dated as of Sep. 10, 2001 between TECO Energy, Inc. and The Bank of New *

York, as trustee (Exhibit 4.16, Form 8-K dated Sep. 26, 2001 of TECO Energy, Inc.).

4.208eventh Supplemental Indenture dated as of May 1, 2002 between TECO Energy, Inc. and The Bank of New *
York, as trustee (Exhibit 4.15, Form 8-K dated May 13, 2002 of TECO Energy, Inc.).

4.21Ninth Supplemental Indenture dated as of Jun. 10, 2003 between TECO Energy, Inc. and The Bank of New *
York, as trustee (Exhibit 4.15, Form 8-K dated Jun. 13, 2003 of TECO Energy, Inc.).

4,22 Tenth Supplemental Indenture dated as of May 26, 2005 between TECO Energy, Inc. and The Bank of New *
York, as trustee (including the form of 6.75% Note) (Exhibit 4.1, Form 8-K dated May 26, 2005 of TECO
Energy, Inc.).

4.23Eleventh Supplemental Indenture dated as of Jun. 7, 2005 between TECO Energy, Inc. and The Bank of New *

York, as trustee (including the form of Floating Rate Note) (Exhibit 4.1, Form 8-K dated Jun. 7, 2005 of TECO
Energy, Inc.)

4.241Indenture dated as of Dec. 21, 2007 by and among TECO Finance, Inc., as issuer, TECO Energy, Inc., as *
guarantor, and The Bank of New York Trust Company. N.A., as trustee (Exhibit 4.1, Form 8-K dated Dec. 21,
2007 of TECO Energy, Inc.).

4.25First Supplemental Indenture dated as of Dec. 21, 2007 by and among TECO Finance, Inc., as issuer, TECO *
Energy, Inc., as guarantor, and The Bank of New York Trust Company, N.A., as trustee (including the form of
TECO Finance 7.20% notes due 2011, TECO Finance 7.00% notes due 2012 and TECO Finance 6.572% notes
due 2017) (Exhibit 4.2, Form 8-K dated Dec. 21, 2007 of TECO Energy. Inc.).

4.26Second Supplemental Indenture dated as of Dec. 21, 2007 by and among TECO Finance, Inc., as issuer, TECO *
Energy, Inc., as guarantor, and The Bank of New York Trust Company, N.A., as trustee (including the form of
TECO Finance 6.75% notes due 2015) (Exhibit 4.3, Form 8-K dated Dec. 21, 2007 of TECO Energy, Inc.).

4.27Third Supplemental Indenture dated as of Mar. 15, 2010 by and among TECO Finance, Inc., as issuer, TECO *
Energy, Inc., as guarantor, and The Bank of New York Mellon Trust Company, N.A., as trustee, (including the
form of TECO Finance 4.00% Notes due 2016 and 5.15% Notes due 2020) (Exhibit 4.26, Form 8-K dated Mar.
15, 2010 of TECO Energy, Inc.).

10.1 TECO Energy Group Supplemental Executive Retirement Plan, as amended and restated as of Nov. 1, 2007 *
(Exhibit 10.1, Form 10-K for 2007 of TECO Energy, Inc. and Tampa Electric Company).
10.2 TECO Energy Group Supplemental Disability Income Plan, dated as of Mar. 20, 1989 (Exhibit 10.22, Form *
10-K for 1988 of TECO Energy, Inc.).
10.3 TECO Energy Group Supplemental Retirement Benefits Trust Agreement, effective as of Nov, 17, 2008 *
{Exhibit 10.3, Form 10-K for 2008 of TECO Energy, Inc. and Tampa Electric Company).
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10.4 Annual Incentive Compensation Plan for TECO Energy and subsidiaries, revised as of Feb. 2, 2011.

10.5 Form of Change-in-Control Severance Agreement between TECO Energy, Inc. and certain Executive Officers *
(Exhibit 10.1, Form 10-Q for the quarter ended Sep. 30, 2008 of TECO Energy, Inc. and Tampa Electric
Company).

10.6 Change-in-Control Severance Agreement between TECO Energy, Inc. and Sandra W. Callahan (Exhibit 10.1, *
Form 8-K dated Feb. 5, 2010 of TECO Energy, Inc.).

10.7 TECO Energy Directors’ Deferred Compensation Plan, as amended and restated effective as of *

Aug. 1, 2007 (Exhibit 10.3, Form 10-Q for the quarter ended Sep. 30, 2007 of TECO Energy, Inc. and Tampa
Electric Company).

10.8 Amendment No. 1 to TECO Energy Directors’ Deferred Compensation Plan, effective as of Apr. 29, 2009 *
(Exhibit 10.1, Form 10-Q for the quarter ended Jun. 30, 2009 of TECO Energy, Inc. and Tampa Electric
Company).

10.9 Form of Nonstatutory Stock Option under the TECO Energy, Inc. 1996 Equity Incentive Plan (and its successor ~ *
plan) (Exhibit 10.5, Form 10-Q for the quarter ended Jun. 30, 1999 of TECO Energy, Inc.).

10.I0TECO Energy,. Inc. 1997 Director Equity Plan (Exhibit 10.1, Form 8-K dated Apr. 16, 1997 of TECO Energy, *

Inc.).

10.11Form of Nonstatutory Stock Option under the TECO Energy, Inc. 1997 Director Equity Plan, dated as of Jan. *
29, 2003 (Exhibit 10.28, Form 10-K for 2002 of TECO Energy, Inc. and Tampa Electric Company).

10.12Form of Restricted Stock Agreement under the TECO Energy. Inc. 1997 Director Equity Plan (Exhibit 10.3, *
Form 10-Q for the quarter ended Jun. 30, 2006 of TECO Energy, Inc. and Tampa Electric Company).

10.13TECO Energy, Inc. 2004 Equity Incentive Plan (Exhibit 10.2, Form 10-Q for the quarter ended Mar. 31, 2004 *

of TECO Energy, Inc. and Tampa Electric Company).

10.14Form of Restricted Stock Agreement between TECO Energy, Inc. and certain officers under the TECO Energy, *
Inc. 2004 Equity Incentive Plan (Exhibit 10.2, Form 10-Q for the quarter ended Jun. 30, 2008 of TECO Energy,
Inc. and Tampa Electric Company).

10.15Form of Restricted Stock Agreement between TECO Energy, Inc. and certain officers under the TECO Energy, *
Inc. 2004 Equity Incentive Plan (Exhibit 10.2, Form 10-Q for the quarter ended Jun. 30, 2009 of TECO Energy,
Inc. and Tampa Electric Company).

10.16Form of Restricted Stock Agreement between TECO Energy, Inc. and certain officers under the TECO Energy, *
Inc. 2004 Equity Incentive Plan (Exhibit 10.14, Form 10-K for 2008 of TECO Energy, Inc. and Tampa Electric
Company).

10.17Form of Performance Shares Agreement between TECO Energy, Inc. and certain officers under the TECO *
Energy, Inc. 2004 Equity Incentive Plan (Exhibit 10.1, Form 10-Q for the quarter ended Jun. 30, 2008 of TECO
Energy, Inc. and Tampa Electric Company).

10.18Form of Performance Shares Agreement between TECO Energy, Inc. and certain officers under the TECO
Energy, Inc. 2004 Equity Incentive Plan (Exhibit 10.3, Form 10-Q for the quarter ended Jun. 30, 2009 of TECO
Energy, Inc. and Tampa Electric Company).

10.19Nonstatutory Stock Option granted to 8. W. Hudson, dated as of Jul. 6, 2004, under the TECO Energy, Inc. *
2004 Equity Incentive Plan (Exhibit 10.1, Form 10-Q for the quarter ended Jun. 30, 2004 of TECO Energy, Inc.
and Tampa Electric Company).

10.20TECO 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.).

10.21Form of Performance Shares Agreement between TECO Energy, Inc. and certain officers under the TECO *
Energy, Inc. 2010 Equity Incentive Plan (Exhibit 10.2, Form 10-Q for the quarter ended Jun. 30, 2010 of TECO
Energy, Inc. and Tampa Electric Company).

10.22Form of Restricted Stock Agreement between TECO Energy, Inc. and certain officers under the TECO Energy, *
Inc. 2010 Equity Incentive Plan (Exhibit 10.3, Form 10-Q for the quarter ended Jun, 30, 2010 of TECO Energy,
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Inc. and Tampa Electric Company).

10.23Form of Restricted Stock Agreement between TECO Energy, Inc. and certain directors under the TECO *

Energy, Inc. 2010 Equity Incentive Plan (Exhibit 10.4, Form 10-Q for the quarter ended Jun. 30, 2010 of TECO
Energy, Inc. and Tampa Electric Company).

10.24Compensatory Arrangements with Executive Officers of TECO Energy, Inc.

10.25Compensatory Arrangements with Non-Management Directors of TECO Energy, Inc. (Exhibit 10,22, Form 10- *
K for 2009 of TECO Energy, Inc. and Tampa Electric Company).

10,26Retirement Agreement and General Release between Peoples Gas Systems and William N, Cantrell dated Aug, *
11, 2009 (Exhibit 10.1, Form 8-K dated Aug. 11, 2009 of TECO Energy, Inc. and Tampa Electric Company).

10.27Retirement Agreement and General Release between Tampa Electric Company and Charles R, Black dated *
Aug. 31, 2009 (Exhibit 10.1, Form 8-K dated Aug. 31, 2009 of TECO Energy, Inc. and Tampa Electric
Company).

10.28Employment Agreement between TECO Energy, Inc. and Sherrill W. Hudson dated Aug. 4, 2010 (Exhibit 10.1, *
Form 8-K dated Aug. 4, 2010 of TECO Energy, Inc.).

10.291Insurance Agreement dated as of Jan. 5, 2006 between Tampa Electric Company and Ambac Assurance *
Corporation (Exhibit 10.1, Form 8-K dated Jan. 19, 2006 of Tampa Electric Company).

10.30Second Amended and Restated Credit Agreement dated as of May 9, 2007, among TECO Finance, Inc., as *
Borrower, TECO Energy, Inc. as Guarantor, JPMorgan Chase Bank, N.A., as Administrative Agent, and the
Lenders and L.C Issuing Banks party thereto (Exhibit 4.1, Form 8-K dated May 9, 2007 of TECO Energy, Inc.).

10.31Second Amended and Restated Credit Agreement dated as of May 9, 2007, among Tampa Electric Company, as ~ *
Borrower, Citibank, N.A., as Administrative Agent, and the Lenders and LC Issuing Banks party thereto
(Exhibit 4.2, Form 8-K dated May 9, 2007 of Tampa Electric Company).

10.32Purchase and Contribution Agreement dated as of Jan. 6, 2005, between Tampa Electric Company as the *
Originator and TEC Receivables Corporation as the Purchaser (Exhibit 4.1, Form 8-K dated Jan. 6, 2005 of
TECO Energy, Inc. and Tampa Electric Company).

10.33Loan and Servicing Agreement dated as of Jan. 6, 2005, among TEC Receivables Corp. as Borrower, Tampa *
Electric Company as Servicer, certain lenders named therein and Citicorp North America, Inc. as Program
Agent (Exhibit 4.2, Form 8-K dated Jan. 6, 2005 of TECO Energy, Inc. and Tampa Electric Company).

10.340mnibus Amendment No. 3 to Loan and Servicing Agreement dated as of Dec. 22, 2006, among TEC *
Receivables Corp. as Borrower, Tampa Electric Company as Servicer, certain lenders named therein and
Citicorp North America, Inc. as Program Agent (also amending the agreement identified in Exhibit 10.26
herein) (Exhibit 10.28.1, Form 10-K for 2009 of TECO Energy, Inc. and Tampa Electric Company).

10.35Amendment No. 6 to Loan and Servicing Agreement dated as of Dec. 18, 2008, among TEC Receivables Corp. *
as Borrower, Tampa Electric Company as Servicer, certain lenders named therein and Citicorp North America,
Inc. as Program Agent (Exhibit 99.1, Form 8-K dated Dec.18, 2008 of TECO Energy, Inc. and Tampa Electric
Company).

10.36 Amendment No. 8 to Loan and Servicing Agreement dated as of Feb. 19, 2010, among TEC Receivables Corp. *
as Borrower, Tampa Electric Company as Servicer, certain lenders named therein and Citicorp North America,
Inc. as Program Agent. (Exhibit 10.28.3, Form 10-K for 2009 of TECO Energy. Inc. and Tampa Electric
Company).

10.370mnibus Amendment No. 9 to Loan and Servicing Agreement dated as of Feb. 18, 2011, among TEC
Receivables Corp. as Borrower, Tampa Electric Company as Servicer, certain lenders named therein and
Citibank, North America, Inc. as Program Agent.

10.38Registration Rights Agreement dated as of Dec. 9, 2010 by and among Tampa Electric Company, CitiGroup
Global Markets Inc., J.P. Morgan Securities LLC, Merrill Lynch, Pierce, Fenner & Smith Incorporated and
Morgan Stanley & Co. Incorporated (Exhibit 10.1, Form 8-K dated Dec. 9, 2010 of Tampa Electric Company).

12.1 Ratio of Earnings to Fixed Charges — TECO Energy, Inc.
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12.2 Ratio of Earnings to Fixed Charges — Tampa Electric Company.

21  Subsidiaries of TECO Energy, Inc.

23.1 Consent of Independent Certified Public Accountants — TECO Energy, Inc.

23.2 Consent of Independent Certified Public Accountants — Tampa Electric Company.
23.3 Consent of Marshall Miller & Associates.

31.1 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,

31.2 Certification of the Chief Financial Officer of TECO Energy, Inc. pursuant to Securitics Exchange Act Rules
13a-14(a) and 15d-14(a) as adopted pursuant to Section 302 of the Sarbanes-
Oxley Act of 2002,

31.3 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.

31.4 Certification of the Chief Financial Officer of Tampa Electric Company to Securities Exchange Act Rules [3a-
14(a) and 15d-14(a) as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32.1  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.

322 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.

99.1  Mine Safety Disclosure

101.INS XBRL Instance Document
101.SCHXBRL Taxonomy Extension Schema Document
101.CALXBRI. Taxonomy Extension Calculation Linkbase Document
101.DEF XBRL Taxonomy Extension Definition Linkbase Document
101.LABXBRI. Taxonomy Extension Label Linkbase Document
101.PRE XBRL Taxonomy Extension Presentation Linkbase Document

(1)  This certification accompanies the Annual Report on Form 10-K 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.

Certain instruments defining the rights of holders of long-term debt of TECO Energy, Inc. and its consolidated
subsidiaries authorizing in cach case a total amount of securities not exceeding 10% of total assets on a consolidated basis are
not filed herewith. TECO Energy, Inc. will furnish copies of such instruments to the Securities and Exchange Commission
upon request.

Certain instruments defining the rights of holders of long-term debt of Tampa Electric Company authorizing in each
case a total amount of securities not exceeding 10% of total assets on a consolidated basis are not filed herewith. Tampa
Electric Company will furnish copies of such instruments to the Securities and Exchange Commission upon request.

Executive Compensation Plans and Arrangements

Exhibits 10.1 through 10.28, above are management contracts or compensatory plans or arrangements in which
executive officers or directors of TECO Energy, Inc. participate.
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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, 2011

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
1-8180 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 [1]

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 [ ]
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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]

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 Aug. 1, 2011 was 215,722,727, As of Aug. 1,
2011, 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 2 of 60
Index to Exhibits appears on page 60.
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PART I. FINANCIAL INFORMATION

Item 1. CONSOLIDATED CONDENSED FINANCIAL STATEMENTS

TECO ENERGY, INC.

In the opinion of management, the unaudited consolidated condensed financial statements include all adjustments that
are of a recurring nature and necessary to state fairly the financial position of TECO Energy, Inc. and subsidiaries as of Jun. 30,
2011 and Dec. 31, 2010, and the results of their operations and cash flows for the periods ended Jun. 30, 2011 and 2010. The
results of operations for the three month and six month perieds ended Jun, 30, 2011 are not necessarily indicative of the results
that can be expected for the entire fiscal year ending Dec. 31, 2011. 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, 2010 and to the notes on pages 10 through 29 of this report.

INDEX TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS

Page

No.

Consolidated Condensed Balance Sheets, Jun. 30, 2011 and Dec. 31, 2010 4.5

Consolidated Condensed Statements of Income for the three month and six month periods ended

Jun. 30, 2011 and 2010 6-7
Consolidated Condensed Statements of Comprehensive Income for the three month and six month periods ended

Jun. 30,2011 and 2010 8

Consolidated Condensed Statements of Cash Flows for the six month periods ended Jun. 30, 2011 and 2010 9

" Notes to Consolidated Condensed Financial Statements 10-29
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Unaudited
Assets Jun. 30 Dec. 31,
(millions) 2011 2010
Current assets
Cash and cash equivalents $ o618 3 67.5
Short-term investments 0.0 14.8
Receivables, less allowance for uncollectables of $4.5 and
$4.5 at Jun. 30, 2011 and Dec. 31, 2010, respectively 3354 3334
Inventories, at average cost
Fuel 150.6 169.5
Materials and supplies 83.2 78.1
Current derivative asset 3.2 2.7
Current regulatory assets 43.9 62.7
Prepayments and other current assets 32.0 285
Income tax receivables 0.1 0.4
Total current assets 710.2 757.6
Property, plant and equipment
Utility plant in service
Electric 6,594.6 6,558.9
Gas 1,135.3 1,115.0
Construction work in progress 243.8 2124
Other property 413.7 398.5
Property, plant and equipment 8,387.4 8,284.8
Accumulated depreciation (2,528.9) (2,443.8)
Total property, plant and equipment, net 5,858.5 5,841.0
Other assets
Deferred income taxes, net 0.0 57.3
Long-term regulatory assets 3319 3419
Long-term derivative assets 0.6 0.2
Goodwill 554 554
Deferred charges and other assets 141.4 141.2
Total other assets 529.3 596.0
Total assets $ 7.098.0 $ 71946

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) 2011 2010
Current liabilities
Long-term debt due within one year
Recourse 5 1219 $ 671
Non-recourse 11.2 11.2
Notes payable 320 12.0
Accounts payable 2382 281.5
Customer deposits 158.2 156.5
Current regulatory liabilities 103.0 110.0
Current derivative liabilities 12.6 27.2
Interest accrued 435 424
Taxes accrued ~ 48.2 26.2
Other current liabilities 18.2 18.2
Total current liabilities 787.0 752.3
Other liabilities
Deferred income taxes, net 14.9 0.0
Investment tax credits 10.2 10.4
Long-term regulatory liabilities 632.2 630.8
Long-term derivative liabilities 1.5 2.6
Deferred credits and other liabilities 486.9 479.8
Long-term debt, less amount due within one year
Recourse 2,921.2 3,114.6
Non-recourse 27.9 335
Total other liabilities 4,094.8 4,271.7
Commitments and Contingencies (see Note 10)
Capital
Common equity (400.0 million shares authorized; par value $1; 215.7 million shares and
214.9 million shares outstanding at Jun. 30, 2011 and Dec. 31, 2010, respectively) 215.7 2149
Additional paid in capital 1,546.8 1,542.0
Retained earnings 468.8 430.0
Accumulated other comprehensive loss (15.5) (17.2)
Total TECO Energy, Inc. capital 2,2158 2,169.7
Noncontrolling interest 0.4 0.9
Total capital 2,216.2 2,170.6
Total liabilities and capital $ 7,098.0 $ 7.194.6

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
Unaudited
Three months ended Jun. 30,
(millions, except per share amounts) 2011 2010
Revenues
Regulated electric and gas (includes franchise fees and gross receipts
taxes of $27.1 in 2011 and $28.1 in 2010) $ 6565 $ 6652
Unregulated 229.2 233.6
Total revenues 885.7 §98.8
Expenses
Regulated operations
Fuel 194.2 1854
Purchased power 43.9 49.1
Cost of natural gas sold 54.1 59.4
Other 82.1 96.5
Operation other expense
Mining related costs 130.7 137.6
Guatemalan power generation 22.7 17.7
Other 1.7 1.5
Maintenance 48.5 47.8
Depreciation and amortization 81.2 719
Taxes, other than income 55.5 56.0
Total expenses 714.6 728.9
Income from operations 171.1 169.9
Other income (expense)
Allowance for other funds used during construction 0.3 0.3
Other income 1.5 2.2
(Loss) on debt extinguishment 0.0 (6.6)
Income from equity investments 0.0 4.2
Total other income 1.8 0.1
Interest charges
Interest expense 51.3 58.4
Allowance for borrowed funds used during construction (0.1) {0.2)
Total interest charges 51.2 58.2
Income before provision for income taxes 121.7 111.8 ~
Provision for income taxes 44.1 36.1
Net income $ 776 $§ 757
Less: Net income attributable to noncontrolling interest 0.1) (0.2)
Net income attributable to TECO Energ_y 3 775 § 75.5
Average common shares outstanding — Basic 213.6 2125
— Diluted 215.2 214.7
Earnings per share attributable to TECO Energy - Basic $ 036 $§ 035
— Diluted $ 036 $ 035
Dividends paid per common share outstanding $ 0215 $ 0205

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
Unaudited
Six months ended Jun. 30,
(millions, except per share amounts) 2011 2010
Revenues
Regulated electric and gas (includes franchise fees and gross receipts
taxes of $55.5 in 2011 and $59.0 in 2010) $ 12436 $ 13717
Unregulated 438.2 439.4
Total revenues 1,681.8 1,811.1
Expenses
Regulated operations
Fuel 339.1 3494
Purchased power 71.1 106.3
Cost of natural gas sold 136.1 175.4
Other 160.4 1844
Operation other expense
Mining related costs 2547 255.2
Guatemalan power generation 42.8 329
Other 3.1 3.1
Maintenance 97.3 92.5
Depreciation and amortization 161.0 154.9
Restructuring charges 0.0 1.5
Taxes, other than income 114.2 116.7
Total expenses 1,379.8 1,472.3
Income from operations 302.0 338.8
Other income {expense)
Allowance for other funds used during construction 0.6 1.3
Other income 3.0 5.6
{Loss) on debt extinguishment 0.0 (33.0)
Income from equity investments 0.0 6.9
Total other income 3.6 (19.2)
Interest charges
Interest expense 104.1 1183
Allowance for borrowed funds used during construction (0.3) (0.8)
Total interest charges 103.8 117.5
Income before provision for income taxes 201.8 202.1
Provision for income taxes 72.5 70.4
Net income $ 1293 § 1317
Less: Net income attributable to noncontrolling interest (0.1} (0.4)
Net income attributable to TECO Energ $ 1292 § 1313
Average common shares outstanding — Basic 2133 212.4
~ Diluted 215.1 214.5
Earnings per share attributable te TECO Energy — Basic $ 0.60 $§ 061
~ Diluted 3 060 $ 061
Dividends paid per common share outstanding $ 0420 § 0405

The accompanying notes are an integral part of the consolidated condensed financial statements.
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Three months ended Jun. 30,

Six months ended Jun. 30,

(millions) 2011 2010 2011 2010
Net income $ 776 $ 757 $ 1293 $ 1317
Other comprehensive income (loss), net of tax
Net unrealized (losses) gains on cash flow hedges (1.4) (0.4) 0.9 04
Amortization of unrecognized benefit costs and other 0.4 0.5 0.8 23
Recognized benefit costs due to settlement 0.0 0.0 0.0 0.9
Other comprehensive (loss) income, net of tax (1.0) 0.1 1.7 3.6
Comprehensive income 76.6 75.8 131.0 135.3
Comprehensive loss attributable to noncontrolling interests 0.1) (0.2) (0.1) (0.4)
Comprehensive income attributable to TECO Energy, Inc. $ 765 $ 756 $ 1309 § 1349

The accompanying notes are an integral part of the consolidated condensed financial statements.
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Six months ended Jun. 30,

(millions) 2011 2010
Cash flows from operating activities
Net income $ 1293 $ 1317
Adjustments to reconcile net income to net cash from operating activities:
Depreciation and amortization 161.0 154.9
Deferred income taxes 69.0 72.6
Investment tax credits, net 0.2) 0.2)
Allowance for funds used during construction 0.6) (1.3)
Non-cash stock compensation 42 34
Gain on sale of business/assets, pretax (0.3) (0.6)
Non-cash debt extinguishment, pretax 0.0 0.9
Equity in earnings of unconsolidated affiliates, net of cash distributions on earnings 0.0 (1.2)
Deferred recovery clauses 6.3 12.9
Receivables, less allowance for uncollectibles 2.0) (70.0)
Inventories ) 13.8 {36.9)
Prepayments and other current assets {3.5) {2.8)
Taxes accrued 223 272
Interest accrued 4.6 39
Accounts payable (34.6) 394
Otber 17.5 (6.3)
Cash flows from operating activities 386.8 327.6
Cash flows from investing activities
Capital expenditures (200.2) (275.1)
Allowance for funds used during construction 0.6 1.3
Net proceeds from sale of business/assets 2.9 0.9
Net cash increase from consolidation'” 0.0 24.1
Contributions to unconsolidated affiliates 0.0 (1.3}
Other investments 14.4 0.8
Cash flows (used in) investing activities (182.3) (249.3)
Cash flows from financing activities
Dividends (90.4) (86.7)
Proceeds from the sale of common stock 54 3.0
Proceeds from long-term debt issuance 0.0 543.5
Repayment of long-term debt/Purchase in lieu of redemption (144.6) (507.6)
Dividend to noncontrolling interest (0.6) 0.7
Net increase in short-term debt 20.0 22.0
Cash flows (used in) financing activities (210.2) (26.5)
Net (deerease) increase in cash and cash equivalents 5.7 51.8
Cash and cash equivalents at beginning of period 67.5 46.0
Cash and cash equivalents at end of period $ 618 $ 978

(1) In accordance with new accounting guidance, effective Jan. 1, 2010, the company reconsolidated $24.1 million in cash and cash equivalents related to

two projects in Guatemala.

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.

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 its subsidiaries as of Jun. 30, 2011 and Dec. 31, 2010, and the results of operations and cash
flows for the periods ended Jun. 30, 2011 and 2010. The results of operations for the three month and six month periods ended
Jun. 30, 2011 are not necessarily indicative of the results that can be expected for the entire fiscal year ending Dec. 31, 2011.

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, 2011 and Dec. 31, 2010, unbilled revenues of $62.3 million and $65.5 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 $27.1 million and $55.5 million, respectively, for the three and six months ended Jun. 30, 2011, compared
to $28.1 million and $59.0 million for the three and six months ended Jun. 30, 2010. 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 amounts totaled $27.1 million and $55.4 million, respectively, for the three and six months ended Jun.
30, 2011, compared to $28.0 million and $58.8 million for the three and six months ended Jun. 30, 2010.

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 $43.9 million and $71.1 million, respectively, for the three and six
months ended Jun. 30, 2011, compared to $49.1 million and $106.3 million for the three and six months ended Jun. 30, 2010.
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, the cash inflows and outflows are included in the operating section. 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.
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2. New Accounting Pronouncements

Presentation of Comprehensive Income

In June 2011, the Financial Accounting Standards Board (FASB) issued guidance requiring companies to present the
total of comprehensive income, the components of net income and the components of other comprehensive income, in a single
continuous statement of comprehensive income or in two separate but consecutive statements. The guidance is effective for
interim and annual periods beginning after Dec. 13, 2011. The company will adopt the guidance as required. 1t will have no effect
on the company’s results of operations, financial position or cash flows.

Amendments to Achieve Common Fair Value Measurement and Disclosure Requirements in U.S. GAAP and
International Financial Reporting Standards (IFRS)

In May 2011, the FASB issued guidance to more closely align its fair value measurement and disclosure requirements
with IFRS. The guidance relates to: measuring the fair value of financial instruments that are managed in a portfolio; the
application of premiums and discounts in fair value measurement; and disclosures for items required to be disclosed, but not
reported on the statement of financial position, at fair value and Level 3 measures, The guidance is effective for interim and
annual periods beginning after Dec. 15, 2011. The company will adopt the guidance as required. It will have no effect on the
company’s results of operations, financial 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 operations 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.

Storm Damage Cost Recovery
Tampa Electric accrues $8.0 million annually to an FPSC-approved self-insured storm damage reserve. Tampa
Electric’s storm reserve was $41.4 million and $37.4 million as of Jun. 30, 2011 and Dec. 31, 2010, 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, 2011 and Dec. 31, 2010 are presented in the following table:
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Regulatory Assets and Liabilities

Jun. 30, Dec. 31,
(millions) 2011 2010
Regulatory assets:
Regulatory tax asset $ 65.2 $ 66.6
Other:
Cost recovery clauses 22.7 41.9
Postretirement benefit asset 231.8 237.5
Deferred bond refinancing costs 13.2 154
Environmental remediation 229 23.6
Competitive rate adjustment 3.2 33
Other 16.8 16.3
Total other regulatory assets 310.6 338.0
Total regulatory assets 375.8 404.6
Less: Current portion 43.9 62.7
Long-term regulatory assets $ 331.9 $ 341.9
Regulatory liabilities:
Regulatory tax liability (¥ $ 17.0 3 17.7
Other:
Cost recovery clauses 78.5 76.2
Environmental remediation 21.2 21.2
Storm damage reserve 414 374
Deferred gain on property sales © 5.5 6.3
Provision for stipulation and other ¥ 0.7 9.8
Accumulated reserve-cost of removal 570.9 572.2
Total other regulatory liabilities 718.2 723.1
Total regulatory liabilities 735.2 740.8
Less: Current portion 103.0 110.0
Long-term regulatory liabilities $ 632.2 $ 630.8

(1) Primarily related to plant life and derivative positions,

(2)  Amortized over the term of the related debt instruments.

(3) Amortized over a 4 or S-year period with various ending dates.

(4) Includes a provision to reflect the FPSC approved PGS stipulation regarding PGS’s 2010 earnings above 11.75%. A one-
time credit to customer bills totaling $3.0 million was applied in April 2011 and the $6.2 million remaining balance of the
2010 eamings above 11.75% was credited to accumulated depreciation reserves in June 2011,

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) 2011 2010
Clause recoverable ") $ 259 % 452
Components of rate base @ 2433 248.1
Regulatory tax assets ) 65.2 66.6
Capital structure and other 41.4 44.7
Total $ 3758 § 404.6

(1) 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 eams a rate of return as permitted by the
FPSC.

(3) “Repulatory 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. Alse 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

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 2009 consolidated federal income tax return during 2010.
The U.S. federal statute of limitations remains open for the year 2007 and onward. Years 2010 and 2011 are currently being
examined by the IRS under its Compliance Assurance Program. 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 201 1. 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 2005
and forward.

During the second quarter of 2010, the company finalized the settlements of certain state items that were under appeal.
As aresult, the company recorded a $1.6 million after-tax benefit, excluding interest. During the six months ended Jun. 30,
2010, the company recorded a total of $4.0 million after-tax benefit, excluding interest, for these state items.

The company recognizes interest and penalties associated with uncertain tax positions in “Operation other expense-
Other” on the Consolidated Condensed Statements of Income in accordance with standards for accounting for uncertainty in
income taxes. For the six months ended Jun. 30, 2011, the company recorded $0.2 million of interest charges. For the six months
ended Jun. 30, 2010, the company recorded $1.3 million of interest income as a result of reaching a favorable settlement for
certain state items that were under appeal. No amounts were recorded for penalties for the six month periods ended Jun. 30, 2011
or 2010.

The effective tax rate increased to 35.92% for the six-months ended Jun. 30, 2011 from 34.84% for the same period in
2010. The six-month period ended Jun. 30, 2010 included a benefit from the settlements of certain state items and a benefit
resulting from the permanently reinvested earnings at DECA 11, offset by a $5.9 million foreign tax credit valuation allowance.

5. Employee Postretirement Benefits

Included in the table below is the periodic expense for pension and other postretirement benefits offered by the
company.
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Pension Expense

(millions) Pension Benefits Other Postretirement Benefits
Three months ended Jun. 30, 2011 2010 2011 2010
Components of net periodic benefit expense
Service cost $3.8 $3.9 $0.5 $0.8
Interest cost on projected benefit obligations 7.7 8.4 2.7 2.5
Expected return on assets (9.5) (9.2) 0.0 0.0
Amortization of:
Transition obligation 0.0 0.0 0.6 0.6
Prior service (benefit) cost (0.1) (0.1) 0.2 0.2
Actuarial loss (gain) 2.8 3.2 {0.1) 0.0
Pension expense 4.7 6.2 39 4.1
Settlement cost 0.0 0.1 0.0 0.0
Net pension expense recognized in the
TECO Energy Consolidated Condensed Statements of Income $4.7 $6.3 $3.9 $4.1

Six months ended Jun. 30,
Components of net periodic benefit expense

Service cost $8.0 $8.1 $1.1 $16
Interest cost on projected benefit obligations 15.5 16.7 55 54
Expected return on assets {19.2) (18.2) 0.0 0.0
Amortization of:

Transition obligation 0.0 0.0 1.2 1.2

Prior service (benefit) cost 0.2) (0.2) 04 04

Actuarial loss 5.6 6.2 0.0 0.0
Pension expense 9.7 12.6 8.2 8.6
Settlement cost 0.0 1.6 0.0 0.0
Net pension expense recognized in the

TECO Energy Consolidated Condensed Statements of Income $9.7 $14.2 $8.2 $8.6

For the fiscal 2011 plan year, TECO Energy assumed an expected long-term return on plan assets of 7.75% and a
discount rate of 5.30% for pension benefits under its qualified pension plan, and a discount rate of 5.25% for its other
postretirement benefits as of their Jan. 1, 2011 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 and six months ended Jun.
30, 2011, TECO Energy and its subsidiaries reclassed $0.7 million and $1.3 million, respectively, of unamortized transition
obligation, prior service cost and actuarial losses from accumulated other comprehensive income to net income as part of
periodic benefit expense. In addition, during the three and six months ended Jun. 30, 2011, Tampa Electric Company reclassed
$2.7 million and $5.7 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
and six months ended Jun. 30, 2010 for payouts from its TECO Energy Group Supplemental Executive Retirement Program
(SERP).

In March 2010, the Patient Protection and Affordable Care Act and a companion bill, The Health Care and Education
Reconciliation Act were signed into law. Among other things, both 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 aresult, 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.

14

216




TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED: SEPTEMBER 2, 2011

6. Short-Term Debt

At Jun. 30, 2011 and Dec. 31, 2010, the following credit facilities and related borrowings existed:

Credit Facilities :
Jun. 30, 2011 Dec. 31, 2010
Letters Letters
Credit Borrowings of Credit Credit Borrowings of Credit
(millions) Facilities OQuistanding " Owstanding Facilities  Quistanding " Owtstanding
Tampa Electric Company:
5-year facility'” $325.0 $7.0 $0.7 $325.0 $5.0 $0.7
1-year accounts
receivable facility 150.0 0.0 0.0 150.0 7.0 0.0
TECOQ Energy/TECO Finance:
5-year facility % 200.0 25.0 0.0 200.0 0.0 6.7
Total $675.0 $32.0 $0.7 $675.0 $12.0 $7.4

[€))] Borrowings outstand-ing are reported as notes payable.
) This 5-year facility matures May 9, 2012.
(3) TECO Finance is the borrower and TECO Energy is the guarantor of this facility.

These credit facilities require commitment fees ranging from 7.0 to 35.0 basis points. The weighted-average interest rate
on outstanding amounts payable under the credit facilities at Jun. 30, 2011 and Dec. 31, 2010 were 0.65% and 0.64%,
respectively.

Tampa Electric Company Accounts Receivable Facility

On Feb. 18, 2011, Tampa Electric Company and TEC Receivables Corporation (TRC), a wholly-owned subsidiary of
Tampa Electric Company, amended their $150 million accounts receivable collateralized borrowing facility, entering into
Omnibus Amendment No. 9 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. 17, 2012, (i) provides that TRC will pay
program and liquidity fees, which will total 70 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

Purchase in Lieu of Redemption of Polk County Industrial Development Authority Solid Waste Disposal Facility Revenue
Refunding Bonds (Tampa Electric Company Project), Series 2010

On Mar. 1, 2011, Tampa Electric Company purchased in lieu of redemption $75.0 million Polk County Industrial
Development Authority (PCIDA) Solid Waste Disposal Facility Revenue Refunding Bonds (Tampa Electric Company Project),
Series 2010 (the PCIDA Bonds). On Nov. 23, 2010, the PCIDA had issued the PCIDA Bonds in a term-rate mode pursuant to
the terms of the Loan and Trust Agreement governing those bonds. Proceeds of the PCIDA Bonds were used to redeem $75.0
million PCIDA Solid Waste Disposal Facility Revenue Refunding Bonds (Tampa Electric Company Project), Series 2007, which
previously had been in auction rate mode and had been held by Tampa Electric Company since Mar. 26, 2008. The PCIDA
Bonds bore interest at the initial term rate of 1.50% per annum from Nov. 23, 2010 to Mar. 1, 201 1.

On Mar. 26, 2008, Tampa Electric Company purchased in lieu of redemption $20.0 million Hillsborough County
Industrial Development Authority (HCIDA) Pollution Control Revenue Refunding Bonds (Tampa Electric Company Project),
Series 2007C. After the Mar. 1, 2011 purchase of the PCIDA Bonds, $95.0 million in bonds purchased in lieu of redemption
were held by the trustee at the direction of Tampa Electric Company as of Jun. 30, 2011 (Held Bonds) to provide an opportunity
to evaluate refinancing alternatives. The Held Bonds effectively offset the outstanding debt balances and are presented net on the
balance sheet.
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Issuance of TECO Finance, Inc. 4.00% Notes due 2016 and 5.15% Notes due 2020

On Mar. 13, 2010, TECO Finance, Inc. (TECO Finance) issued $250.0 million aggregate principal amount of 4.00%
Notes due Mar. 15, 2016 and $300.0 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.

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 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.

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 $70.0 million principal amount of TECO Energy notes for cash and approximately $230.0 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 quarter ended Jun. 30, 2010. “Loss on debt
extinguishment” also includes remaining unamortized debt issue costs of $0.9 million.
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TECO Energy reported the following other comprehensive income (OCI) for the three and six months ended Jun. 30,
2011 and 2010, related to changes in the fair value of cash flow hedges and amortization of unrecognized benefit costs

associated with the company’s pension plans:

Other Comprehensive Income

Three months ended Jun. 30,

Six months ended Jun. 30,

(millions) Gross Tax Net Gross Tax Net
2011
Unrealized (loss) gain on cash flow hedges (51.3) $0.5 ($0.8) $2.9 ($1.1) $1.8
Less: Gain reclassified to net income (0.9) 0.3 (0.6) (1.4) 0.5 (0.9)
(Loss) Gain on cash flow hedges 2.2) 0.8 (1.4) 1.5 0.6) 0.9
Amortization of unrecognized benefit costs and other 4.7 (0.3} 0.4 1.3 (0.5) 0.8
Total other comprehensive (loss) income ($1.5) $0.5 ($1.0) $2.8 $1.1) $1.7
2010
Unrealized loss on cash flow hedges ($1.9) $0.8 IR} ($1.4) $0.4 $1.0)
Less: Loss reclassified to net income 1.1 (0.4) 0.7 2.2 (0.8) 1.4
(Loss) Gain on cash flow hedges 0.8) 0.4 0.4) 0.8 0.4) 0.4
Amortization of unrecognized benefit costs and other 0.8 0.3) 0.5 14 0.9 23
Recognized benefit costs due to settlement (0.6) 0.6 0.0 0.9 0.0 0.9
Total other comprehensive income ($0.6) $0.7 $0.1 $3.1 $0.5 $3.6
Accumulated Other Comprehensive Loss
(millions) Jun. 30, 2011 Dec. 31, 2010
Unrecognized pension losses and prior service costs™’ ($25.8) ($26.6)
Unrecognized other benefit gains, prior service costs and transition obligations® 13.6 136
Net unrealized losses from cash flow hedges®”’ (3.3) (4.2)
Total accumulated other comprehensive loss ($15.5) (317.2)

(1) Netof tax benefit of $15.9 million and $16.2 million as of Jun. 30, 2011 and Dec. 31, 2010, respectively.
(2) Net of tax expense of $5.8 million and $5.8 million as of Jun. 30, 2011 and Dec. 31, 2010, respectively.
(3) Netof tax benefit of $2.2 million and $2.7 million as of Jun. 30, 2011 and Dec. 31, 2010, respectively.
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9. Earnings Per Share

Earnings_l’er Share

Three months ended Jun. 30, Six months ended Jun. 30,
(millions, except per share amounts) 2011 2010 2011 2010

Basic earnings per share

Net income $77.6 $75.7 $129.3 $131.7
Less: Income attributable to noncontrolling interest 0.1 0.2) o.n 0.4)
Less: Amount allocated to nonvested participating

shareholders 0.4) (0.5) 0.7) (1.0)
Net income attributable to TECO Energy available to »

common shareholders - basic $77.1 $75.0 $128.5 $130.3
Average shares outstanding-common 213.6 212.5 213.3 212.4
Basic earnings per share attributable to TECO Energy

available to common shareholders $0.36 $0.35 $0.60 $0.61
Diluted earnings per share

Net income $77.6 $75.7 $129.3 $131.7
Less: Income attributable to noncontrolling interest 0.1) (0.2) (0.1} 0.4)
Less: Amount allocated to nonvested participating

shareholders (0.4) (0.5) (0.7) (1.0)
Net income attributable to TECO Energy available to

common shareholders - diluted $77.1 $75.0 $128.5 $130.3
Average shares outstanding-common 213.6 212.5 2133 212.4
Assumed conversions of stock options, unvested

restricted stock and contingent performance shares,

net 1.6 2.2 1.8 2.1
Adjusted average shares outstanding common ~

diluted 215.2 214.7 215.1 214.5
Diluted earnings per share attributable to TECO

Energy available to common sharcholders $0.36 $0.35 $0.60 $0.61
Anti-dilutive shares 1.6 8.4 2.0 9.1

10. Commitments and Contingencies

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 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, financial condition or cash flows.

Mereo Group at Aventura Landings v. Peoples Gas System

The first portion of a non-jury trial in this case was held in June 2011 in the Dade County, Florida Circuit Court. The
trial is expected to resume and conclude in October 2011. Merco Group at Aventura Landings 1, 11 and 11T (Merco) alleged that
coal tar from a certain former PGS manufactured gas plant site had been deposited in the early 1960s onto property now owned
by Merco. Merco alleged that it incurred approximately $3.9 million in costs associated with the removal of such coal tar and
provided testimony claiming approximately $110.0 million plus interest in damages from out-of-pocket development expenses
and lost profits due to the delay in its condominium development project allegedly caused by the presence of the coal tar. PGS
maintains that it is not liable because the coal tar did not originate from its manufactured gas plant site and filed a third-party
complaint against Continental Holdings, Inc., which Merco also added as a defendant in its suit, as the owner at the relevant time
of the site that PGS believes was the source of the coal tar on Merco's property. In addition, the court will consider PGS’s
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counterclaim against Merco which claims that, because Merco purchased the property with actual knowledge of the presence of
coal tar on the property, Merco should contribute toward any damages resulting from the presence of coal tar.

Superfund 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 Jun. 30, 2011,
Tampa Electric Company has estimated its ultimate financial liability to be $21.3 million, primarily at PGS. This amount has
been accrued and is primarily reflected in “Long-term regulatory liabilities” on the company’s Consolidated Condensed Balance
Sheet. 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 clean-up costs attributable 1o 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.

In instances where other PRPs are involved, many of those PRPs are creditworthy and are likely to continue to be
creditworthy for the duration of the remediation work. However, in those instances that they are not, Tampa Electric Company
could be liable for more than Tampa Electric Company’s actual percentage of the remediation costs.

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.

Potentially Responsible Party Notification

In October 2010, the U.8. Environmental Protection Agency (EPA) notified Tampa Electric Company thatitisa
potentially responsible party under the Comprehensive Environmental Response, Compensation, and Liability Act of 1980,
commonly known as Superfund, for the proposed conduct of a contaminated soil removal action and further clean up, if
necessary, at a property owned by Tampa Electric Company in Tampa, Florida. The property owned by Tampa Electric Company
is undeveloped except for location of transmission lines and poles, and is adjacent to an industrial site, not owned by Tampa
Electric Company, which the EPA has studied since 1992 or earlier. The EPA has asserted this potential liability due to Tampa
Electric Company’s ownership of the property described above but, to the knowledge of Tampa Electric Company, this assertion
is not based upon any release of hazardous substances by Tampa Electric Company. Tampa Electric Company has responded to
the EPA regarding such matter. The scope and extent of its potential liability, if any, and the costs of any required investigation
and remediation have not been determined.

Environmental Protection Agency Administrative Order

In December 2010, Clintwood Elkhorn Mining Company, a subsidiary of TECO Coal Corporation (TECO Coal),
received an Administrative Order from the EPA relating to the discharge of wastewater associated with inactive mining
operations in Pike County, Kentucky. TECO Coal responded to the EPA on Feb. 14, 2011. The scope and extent of TECO Coal’s
potential liability, if any, and the costs of any required investigation and remediation related to these inactive mining operations
in the area have not been determined.

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, 2011 is as follows:
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Guarantees-TECO Energy

(millions)
After™ Liabilities Recognized
Guarantees for the Benefit of: 2011 2012-2015 2015 Total at Jun. 30, 2011
TECO Coal
Guarantees: Fuel purchase related * 0.0 0.0 5.4 5.4 1.9
0.0 0.0 5.4 5.4 1.9
Other subsidiaries
Guarantees:
Fuel purchase/energy management @ 0.0 0.0 109.7 109.7 0.0
Total $0.0 $0.0 $115.1 $115.1 $1.9
Letters of Credit-Tampa Electric Company
(millions) After @ Liabilities Recognized
Letters of Credit for the Benefit of 2011 2012-2013 2015 Total at Jun. 30, 2011
Tampa Electric
Letters of credit $0.0 $0.0 $0.7 $0.7 $0.2
Total $0.0 $0.0 $0.7 $0.7 $0.2

(I}  These letters of credit and guarantees renew annually and are shown on the basis that they will continue to renew
beyond 2015.

(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, 2011. 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 and its subsidiaries must meet certain financial tests as
defined in the applicable agreements. In addition, TECO Energy, TECO Finance, Tampa Electric Company and the other
operating companies have certain restrictive covenants in specific agreements and debt instruments. At Jun. 30, 2011, TECO
Energy, TECO Finance, Tampa Electric Company and the other operating companies were in compliance with all applicable
financial covenants.

11. Segment Information

TECO Energy is an electric and gas utility holding company with significant diversified 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 Consolidated Condensed Financial Statements of TECO Energy, but
are included in determining reportable segments.
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Segment Information o
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(millions) Tampa Peoples TECO TECO Other & TECO
Three months ended Jun. 30, Electric Gas Coal Guatemala  Eliminations Energy, Inc.
2011
Revenues - external $546.1 $1104 $191.3 $36.1 $1.8 $885.7
Sales to affiliates 0.4 0.8 0.0 0.0 (1.2) 0.0
Total revenues 546.5 111.2 191.3 36.1 0.6 8857
Depreciation 55.3 12.0 11.7 1.9 03 81.2
Total interest charges'" 30.4 4.4 1.7 1.9 12.8 51.2
Internally allocated interest " 0.0 0.0 1.7 1.6 (3.3) 0.0
Provision (benefit) for taxes 36.9 37 5.0 3.3 (4.8) 44.1
Net income (loss) attributable
to TECO Energy $58.4 $5.9 $15.8 $5.6 ($8.2) $77.5
2010
Revenues - external $552.8 $112.4 $200.6 $329 $0.1 $898.8
Sales to affiliates 0.4 3.7 0.0 0.0 4.1} 0.0
Total revenues 553.2 116.1 200.6 329 4.0) 898.8
Equity earnings of
unconsolidated affiliates 0.0 0.0 0.0 4.8 (0.6) 4.2
Depreciation 53.6 114 11.0 1.8 0.1 77.9
Total interest charges'” 30.8 4.6 1.8 4.4 16.6 58.2
Internally allocated interest "’ 0.0 0.0 1.7 32 4.9) 0.0
Provision (benefit) for taxes 33.8 33 4.5 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
(miilions) Tampa Peoples TECO TECO Other & TECO
Six months ended Jun. 30, Electric Gas Coal Guatemala  Eliminations Energy, Inc.
2011
Revenues - external $979.0 $264.6 $365.0 $69.7 $3.5 $51.681.8
Sales to affiliates 0.7 2.7 0.0 0.0 3.4 0.0
Total revenues 979.7 267.3 365.0 69.7 0.1 1,681.8
Depreciation 110.2 23.8 22.6 3.7 0.7 161.0
Total interest charges”’ 61.3 8.9 34 3.8 26.4 103.8
Internally allocated interest " 0.0 0.0 3.3 3.1 6.4) 0.0
Provision (benefit) for taxes 56.9 13.0 6.6 6.1 (10.1) 72.5
Net income (loss) attributable
to TECO Energy $90.0 $20.6 $24.0 $11.9 ($17.3) $129.2
2010
Revenues - external $1,077.6 $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 earnings of
unconsolidated affiliates 0.0 0.0 0.0 8.0 (1.1 6.9
Depreciation 106.6 22.8 21.8 3.6 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 W 0.0 0.0 3.5 6.5 (10.0) 0.0
Provision (benefit) for taxes 61.6 145 6.9 6.8 (19.4) 70.4
Net income (loss) attributable
to TECO Energy $104.9 $23.0 $37.5 $21.0 ($55.1) $131.3
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Tampa Peoples TECO TECO Other & TECO

(millions) Electric Gas Coal Guatemala  Eliminations  Energy, Inc.
At Jun, 30, 2011

Goodwill $0.0 $0.0 $0.0 $55.4 $0.0 $55.4

Total assets $5,808.1 $879.6 $359.1 $263.0 ($211.8) $7,098.0
At Dec, 31,2010

Goodwill 30.0 $0.0 30.0 $55.4 %0.0 $55.4

Total assets $5,833.3 $918.4 $332.2 $292.7 ($182.0) $7,194.6
(N Segment net income is reported on a basis that includes internally allocated financing costs. Total interest charges

include internally allocated interest costs that for January 2011 through June 2011 were at a pretax rate of 6.25%, for
July 2010 through December 2010 were at a pretax rate of 6.50%, and for January 2010 through June 2010 werc 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.
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12. 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;

o To limit the exposure to interest rate fluctuations on debt securities at TECO Energy and its affiliates; and

e 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.

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 reflecting the impact of hedging activities on the
fuel recovery clause, As a result, these changes are not recorded in OCI (see Note 3).

The 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, 2011, 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, 2011 and Dec. 31, 2010:

Total Derivatives'”

Jun. 30, Dec. 31,

(mitlions) 2011 2010

Current assets $ 3.2 $ 2.7
Long-term assets 0.6 0.2
Total assets 3 3.8 $ 2.9
Current liabilities $ 12.6 $ 272
Long-term liabilities 1.5 2.6
Total liabilities $ 14.1 $ 298

(1)  Amounts presented above are on a gross basis, with asset and liability positions netted by counterparty in accordance with accounting
standards for derivatives and hedging.

The following table presents the derivative hedges of heating oil swaps and option contracts at Jun. 30, 2011 and Dec.
31, 2010 to limit the exposure to changes in the market price for diesel fuel used in the production of coal:
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Jun. 30, Dec. 31,

(millions) 2011 2010

Current assets $2.9 $t6
Long-term assets 0.6 0.2
Total assets $3.5 $1.8
Current liabilities 50.0 $0.0
Long-term liabilities 0.4 0.0
Total liabilities $0.4 $0.0

The following table presents the derivative hedges of natural gas contracts at Jun. 30, 2011 and Dec. 31, 2010 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) 2011 2010

Current assets $0.3 $1.1
Long-term assets 0.0 0.0
Total assets $0.3 $1.1
Current liabilities $12.6 $27.2
Long-term liabilities 1.1 2.6
Total liabilities $13.7 $29.8

The ending balance in accumulated other comprehensive income (AOCI) related to the cash flow hedges and previously
settled interest rate swaps at Jun. 30, 2011 is a net loss of $3.3 million after tax and accumulated amortization. This compares to
a net loss of $4.2 million in AOCI after tax and accumulated amortization at Dec. 31, 2010,

The following table presents the fair values and locations of derivative instruments recorded on the balance sheet at Jun.

30,2011:

Derivatives Designated As Hedging Instruments

Asset Derivatives

Liability Derivatives

(millions) Balance Sheet Fair Balance Sheet Fair

at Jun. 30, 2011 Location Value Location Value
Commodity Contracts:

Heating oil derivatives:

Current Derivative assets $2.9  Derivative liabilities $0.0
Long-term Derivative assets 0.6  Derivative liabilities 04
Natural gas derivatives:

Current Derivative assets 0.3 Derivative liabilities 12.6
Long-term Derivative assets 0.0  Derivative liabilities 1.1
Total derivatives designated as hedging instruments $3.8 $14.1

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, 2011:
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Energy Related Derivatives

Asset Derivatives Liability Derivatives
(millions) Balance Sheet Fair Balance Sheet Fair
at Jun. 30, 2011 Location'™ Value Location™ Value
Commodity Contracts:
Natural gas derivatives:
Current Regulatory liabilities $0.3  Regulatory assets $12.6
Long-term Regulatory liabilities (0.0  Regulatory assets $1.1
Total $0.3 $13.7
¢))] 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
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, 2011, net pretax losses of $12.3 million are expecied to be
reclassified from regulatory assets or liabilities to the Consolidated Condensed Statements of Income within the next twelve
months,

The following tables present the effect of hedging instruments on OCI and income for the three months and six months
ended Jun. 30:

For the three months ended Jun. 30: Amount of Amount of
Gain/(Loss) on Gain/(Loss)

Derivatives Location of Gain/(Loss}  Reclassified

Recognized in  Reclassified From AOCI  From AOCI

(millions) OCl Into Income Into Income

Derivatives in Cash Flow Hedging Effective Effective
Relationships Portion'” Portion"

2011

Interest rate contracts: $0.0 Interest expense (%0.2)

Commodity contracts:

Heating oil derivatives (0.8) Mining related cosis 0.8

Total (30.8) 30.6

2010

Interest rate contracts: $0.0 Interest expense ($0.4)

Commodity contracts:

Heating oil derivatives (1.1) Mining related costs (0.3)

Total GSLD ($0.7)

(1) Changes in OCI and AOCI are reported in after-tax dollars.
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For the six months ended Jun. 30: Amount of Amount of
Gain/(Loss) on Gain/(Loss)
Derivatives Location of Gain/(Loss)  Reclassified
Recognized in  Reclassified From AOCI  From AOCI
(millions) 0OCI Into Income Into Income
Derivatives in Cash Flow Hedging Effective Effective
Relationships Portion'” Portion'”
2011
Interest rate contracts: $0.0 Interest expense ($0.3)
Commodity contracts:
Heating oil derivatives 1.8 Mining related costs 1.2
Total $1.8 $0.9
2010
Interest rate contracts: ($0.1) Interest expense (50.9)
Commodity contracts:
Heating oil derivatives (0.9) Mining related costs (0.5)
Total (51.0) ($1.4)

(1) Changes in OCI and AOCI are reported in after-tax dollars.

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 and six months ended Jun. 30, 2011 and
2010, all hedges were effective.

The following table presents the derivative activity for instruments classified as qualifying cash flow hedges for the six

months ended Jun. 30:

For the six months ended Jun 30: Amount of Amount of
Gain/(Loss) Gain/(Loss)
Fair Value Recognized  Reclassified From
(millions) Asset/(Liability) inOCI"”  AOCI Into Income
2011
Interest rate swaps $0.0 $0.0 (80.3)
Heating oil derivatives 3.1 1.8 1.2
Total $3.1 $1.8 $0.9
2010
Interest rate swaps (%0.5) (%0.1) (50.9)
Heating oil derivatives (1.4) {0.9) (0.5)
Total ($1.9) ($1.0) ($1.4)

(1) Changes in OCI and AOC]I 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
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Heating Qil Contracts Natural Gas Contracts
(millions) (Gallons) (MMBTUs)
Year Physical  Financial Physical  Financial
2011 0.0 4.8 0.0 234
2012 0.0 2.6 0.0 219
2013 0.0 1.8 0.0 32
2014 0.0 1.0 0.0 0.0
Total 0.0 10.2 0.0 48.5

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 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, 2011, all of the counterparties with transaction amounts
outstanding in the company’s energy porifolio 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 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. 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 its 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.

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 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, 2011:

Contingent Features

Derivative
Fair Value Exposure
(millions) Asset/ Asset/ Posted
AtlJun. 30,2011 (Liability) (Liability) Collateral
Credit Rating ($13.8) ($13.8) $0.0
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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, 2011 and Dec. 31, 2010. 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 and heating oil swaps, the market approach was used in determining fair value.

Recurring Fair Value Measures

At fair value as of Jun. 30, 2011

(millions) Level 1 Level 2 Level 3 Total
Assets
Natural gas swaps $0.0 $0.3 $0.0 $0.3
Heating oil swaps 0.0 3.5 0.0 3.5
Total $0.0 $3.8 $0.0 $3.8
Liabilities
Natural gas swaps $0.0 $13.7 $0.0 $13.7
Heating oil swaps 0.0 0.4 0.0 0.4
Total $0.0 $14.1 $0.0 $14.1

At fair value as of Dec. 31, 2010

(millions) Level 1 Level 2 Level 3 Total
Assets
Natural gas swaps $0.0 $1.1 $0.0 $1.1
Heating oil swaps 0.0 1.8 0.0 1.8
Total $0.0 $2.9 $0.0 $2.9
Liabilities
Natural gas swaps $0.0 $29.8 $0.0 $29.8
Total $0.0 $29.8 $0.0 $29.8

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 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 experienced dislocation. At Jun. 30, 2011, the fair value
of derivatives was not materially affected by nonperformance risk. The company's net positions with substantially all
counterparties were liability positions.

Fair Value of Debt

At Jun. 30, 2011, total long-term debt had a carrying amount of $3,082.2 million and an estimated fair market value of
$3,354.8 million. At Dec. 31, 2010, total long-term debt had a carrying amount of $3,226.4 million and an estimated fair market
value of $3,449.3 million.

14. Restructuring Charges

On Jul. 30, 2009, TECO Energy, Inc. announced organizational changes that resulted in severance and other benefits
costs that were mostly expensed during the fourth quarter of 2009. For the six months ended Jun. 30, 2010, the remaining $1.5
million was recognized on the Consolidated Condensed Statements of Income under “Restructuring charges”.
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15. Variable Interest Entities

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.

Tampa Electric Company has entered into multiple power purchase agreements {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 mega-watts (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 VIEs. 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 $26.2 million and $42.0 million pursuant to PPAs for the three and six months ended Jun,
30, 2011, respectively, and $30.6 million and $61.0 million for the three and six months ended Jun. 30, 2010, 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 these 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 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. Under this PPA, Tampa Electric Company
purchased $5.9 million and $13.0 million for the three and six months ended Jun. 30, 2011, respectively, and $17.6 million and
$30.3 million for the three and six months ended Jun. 30, 2010, 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. In the normal course of business, Tampa Electric
Company’s involvement with the remaining VIEs does not affect its Consolidated Condensed Balance Sheets, Statements of
Income or Cash Flows.
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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, 2011 and
Dec. 31, 2010, and the results of operations and cash flows for the periods ended Jun. 30, 2011 and 2010. The results of
operations for the three months and six months ended Jun. 30, 2011 are not necessarily indicative of the results that can be
expected for the entire fiscal year ending Dec. 31, 2011. 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, 2010 and to the notes on pages 36 through 48 of this report.

INDEX TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS

Page
No.
Consolidated Condensed Balance Sheets, Jun. 30, 2011 and Dec. 31, 2010 3132
Consolidated Condensed Statements of Income and Comprehensive Income for the three month and six month
periods ended Jun. 30, 2011 and 2010 33-34
Consolidated Condensed Statements of Cash Flows for the six month periods ended Jun. 30, 2011 and 2010 35
Notes to Consolidated Condensed Financial Statements 36-48
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Unaudited
Assets Jun. 30, Dec. 31,
(millions) 2011 2010
Property, plant and equipment
Utility plant in service
Electric $ 63791 $ 63434
Gas 1,079.8 1,060.6
Construction work in progress 2333 206.8
Property, plant and equipment, at original costs 7,692.2 7,610.8
Accumulated depreciation (2,163.1) (2,093.9)
5,529.1 5,516.9
Other property 5.1 4.7
Total property, plant and equipment, net 5,534.2 5,521.6
Current assets
Cash and cash equivalents 10.9 3.7
Receivables, less allowance for uncollectibles of $3.2 and
$3.2 at Jun. 30, 2011 and Dec. 31, 2010, respectively 248.6 264.6
Inventories, at average cost
Fuel 100.6 119.0
Materials and supplies 63.6 59.1
Current regulatory assets 439 62.7
Current derivative assets 0.3 1.1
Taxes receivable 0.0 24.6
Deferred tax asset 0.0 1.5
Prepayments and other current assets 12.4 10.0
Total current assets 480.3 546.3
Deferred debits
Unamortized debt expense 15.9 17.8
Long-term regulatory assets 3319 3419
Other 10.5 10.9
Total deferred debits 358.3 370.6
Total assets $ 63728 $ 64385

The accompanying notes are an integral part of the consolidated condensed financial statements.
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Unaudited
Liabilities and Capital Jun. 30, Dec. 31,
(millions) 2011 2010
Capital
Common stock $ 18524 $ 1,8524
Accumulated other comprehensive loss {5.0) {(5.3)
Retained earnings 316.0 3111
Total capital 2,163.4 2,158.2
Long-term debt, less amount due within one year 1,872.7 2,066,1
Total capitalization 4,036.1 4,224.3
Current liabilities
Long-term debt due within one year 122.0 34
Notes payable 7.0 12.0
Accounts payable 172.8 219.0
Customer deposits 158.2 156.5
Current regulatory liabilities 103.0 110.0
Current derivative liabilities 12.6 27.2
Current deferred income taxes, net 1.2 0.0
Interest accrued 29.8 24.6
Taxes accrued 28.7 14.0
Other 12.1 12.2
Total current liabilities 647.4 578.9
Deferred credits
Non-current deferred income taxes, net 685.9 631.5
Investment tax credits 10.2 104
Long-term derivative liabilities i.1 2.6
Long-term regulatory liabilities 632.2 630.8
Other 359.9 360.0
Total deferred credits 1,689.3 1,635.3
Commitments and Contingencies (see Note 8)
Total liabilities and capital $ 6,372.8 $ 64385

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

32

234



TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED: SEPTEMBER 2, 2011

TAMPA ELECTRIC COMPANY
Consolidated Condensed Statements of Income and Comprehensive Income

Unaudited
Three months ended Jun. 30,
(millions) 2011 2010
Revenues
Electric (includes franchise fees and gross receipts taxes of $21.3
in2011 and $21.8 in 2010) $ 5464 $ 5531
Gas (includes franchise fees and gross receipts taxes of $5.8
in 2011 and $6.3 in 2010) 110.4 112.4
Total revenues 636.8 665.5
Expenses
Operations
Fuel 194.2 185.4
Purchased power 43.9 49.1
Cost of natural gas sold 54.2 59.4
Other 82.0 96.5
Maintenance 31.6 316
Depreciation 67.3 65.0
Taxes, federal and state 404 37.0
Taxes, other than income 44.9 45.2
Total expenses 558.5 569.2
Income from operations 98.3 96.3
Other income (expense)
Allowance for other funds used during construction 0.3 0.3
Taxes, non-utility federal and state (0.2) 0.1)
Other income, net 0.7 0.8
Total other income 0.8 1.0
Interest charges
Interest on long-term debt 32.1 328
Other interest 2.8 2.8
Allowance for borrowed funds used during construction (0.1) (0.2)
Total interest charges 348 354
- Net income 64.3 61.9
Other comprehensive income, net of tax
Net unrealized gain on cash flow hedges 0.2 0.2
Total other comprehensive income, net of tax 0.2 0.2
Comprehensive income $ 645 $ 621

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) 2011 2010
Revenues
Electric (includes franchise fees and gross receipts taxes of $40.6
in 2011 and $43.2 in 2010) $ 9794 § 1,078.1
Gas (includes franchise fees and gross receipts taxes of $14.9
in2011 and $15.8 in 2010) 264.7 294.1
Total revenues 1,244.1 1,372.2
Expenses
Operations
Fuel 339.1 349.4
Purchased power 71.1 106.3
Cost of natural gas sold 136.2 175.4
Other 160.2 184.2
Maintenance 63.1 61.6
Depreciation 134.0 1294
Taxes, federal and state 69.5 75.8
Taxes, other than income 91.5 94.5
Total expenses 1,064.7 1,176.6
Income from operations 179.4 195.6
Other income {expense)
Allowance for other funds used during construction 0.6 1.3
Taxes, non-utility federal and state 0.4) 0.3)
Other income, net 1.2 1.6
Total other income 1.4 2.6
Interest charges
Interest on long-term debt 64.8 65.5
Other interest 5.7 5.6
Allowance for borrowed funds used during construction (0.3) (0.8)
Total interest charges 70.2 70.3
Net income 110.6 127.9
Other comprehensive income, net of tax
Net unrealized gain on cash flow hedges 0.3 0.4
Total other comprehensive income, net of tax 0.3 0.4
Comprehensive income $ 1109 8 1283

The accompanying notes are an integral part of the consolidated condensed financial statements.
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Six months ended Jun. 30,

(millions) 2011 2010
Cash flows from operating activities
Net income $ 1106 $ 1279
Adjustments to reconcile net income to net cash from operating activities:
Depreciation 134.0 129.4
Deferred income taxes 57.5 23.5
Investment tax credits, net 0.2) 0,2)
Allowance for funds used during construction 0.6) (1.3)
Deferred recovery clause 6.3 12.9
Receivables, less allowance for uncollectibles 16.0 59.1)
Inventories 13.9 41.2)
Prepayments 2.4) (1.3
Taxes accrued 393 429
Interest accrued 5.2 4.2
Accounts payable (38.3) 27.9
Gain on sale of assets, pretax 0.1 ©.2)
Other 15.2 (4.9)
Cash flows from operating activities 356.4 260.5
Cash flows from investing activities
Capital expenditures (166.3) 212.7)
Allowance for funds used during construction 0.6 1.3
Net proceeds from sale of assets 2.6 0.0
Cash flows used in investing activities (163.1) (211.4)
Cash flows from financing activities
Common stock 0.0 50.0
Repayment of long-term debt/Purchase in lieu of redemption (75.3) 0.0
Net (decrease) increase in short-term debt 5.0) 22.0
Dividends (105.8) (119.2)
Cash flows used in financing activities (186.1) (47.2)
Net increase in cash and cash equivalents 72 1.9
Cash and cash equivalents at beginning of period 3.7 5.5
Cash and cash equivalents at end of period $ 10.9 $ 7.4

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

35

237




TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED: SEPTEMBER 2, 2011

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. For the purposes of its consolidated
financial reporting, Tampa Electric Company is comprised of the Electric division, generally referred to as Tampa Electric, the
Natural Gas division, generally referred to as PGS, and potentially the accounts of 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. For the periods presented, no VIEs have been consolidated (see Note 13).

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 its subsidiaries as of Jun.
30, 2011 and Dec. 31, 2010, and the results of operations and cash flows for the periods ended Jun. 30, 2011 and 2010. The
results of operations for the three month and six month periods ended Jun. 30, 2011 are not necessarily indicative of the results
that can be expected for the entire fiscal year ending Dec. 31, 2011.

The use of estimates is inherent in the preparation of financial statements in accordance with 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, 2011 and Dec. 31, 2010, unbilled revenues of $62.3 million and $65.5 million, respectively, are
included in the “Receivables™ line item on the Consolidated Condensed Balance Sheets.

Accounting for Franchise Fees and Gross Receipts

Tampa Electric and PGS are allowed to recover from customers certain costs incurred through rates approved by the
FPSC. The amounts included in customers’ bills for franchise fees and gross receipt taxes are included as revenues on the
Consolidated Condensed Statements of Income. These amounts totaled $27.1 million and $55.5 million, respectively, for the
three and six months ended Jun. 30, 2011, compared to $28.1 million and $59.0 million for the three and six months ended Jun.
30,2010. 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 amounts totaled $27.1 million and $55.4
million, respectively, for the three and six months ended Jun. 30, 2011, compared to $28.0 million and $58.8 million for the
three and six months ended Jun. 30, 2010.

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 $43.9 million and $71.1 million, respectively, for the three
and six months ended Jun. 30, 2011, compared to $49.1 million and $106.3 million for the three and six months ended Jun. 30,
2010. 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 hedging instruments in the
appropriate cash flow sections associated with the item being hedged. For natural gas and ongoing interest rate swaps, the cash
inflows and outflows are included in the 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

Presentation of Comprehensive Income

In June 2011, the FASB issued guidance requiring companies to present the total of comprehensive income, the
components of net income and the components of other comprehensive income, in a single continuous statement of
comprehensive income or in two separate but consecutive statements. The guidance is effective for interim and annual periods
beginning after Dec. 15, 2011, Tampa Electric Company will adopt the guidance as required. It will have no effect on Tampa
Electric Company’s results of operations, financial position or cash flows.

Amendments to Achieve Common Fair Value Measurement and Disclosure Requirements in U.S. GAAP and IFRS

In May 2011, the FASB issued guidance to more closely align its fair value measurement and disclosure requirements
with [FRS, The guidance relates to: measuring the fair value of financial instruments that are managed in a portfolio; the
application of premiums and discounts in fair value measurement; and disclosures for items required to be disclosed, but not
reported on the statement of financial position, at fair value and Level 3 measures. The guidance is effective for interim and
annual periods beginning after Dec. 15, 2011, Tampa Electric Company will adopt the guidance as required. 1t will have no
effect on Tampa Electric Company’s results of operations, financial 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 FERC under 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 200S. The operations of PGS are regulated by the FPSC separately from the operations 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.

Storm Damage Cost Recovery
Tampa Electric accrues $8.0 million annually to an FPSC-approved self-insured storm damage reserve. Tampa
Electric’s storm reserve was $41.4 million and $37.4 million as of Jun. 30, 2011 and Dec. 31, 2010, 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 liabilitics as of Jun. 30, 2011 and Dec. 31, 2010 are presented in the following
table:
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Regulatory Assets and Liabilities

Jun. 30, Dec. 31,
(millions) 2011 2010
Regulatory assets:
Regulatory tax asset W $ 65.2 $ 66.6
Other:
Cost recovery clauses 22.7 41.9
Postretirement benefit asset 231.8 237.5
Deferred bond refinancing costs 13.2 15.4
Environmental remediation 22.9 23.6
Competitive rate adjustment 32 33
Other 16.8 16.3
Total other regulatory assets 310.6 338.0
Total regulatory assets 375.8 404.6
Less: Current portion 43.9 62.7
Long-term regulatory assets $ 331.9 $ 3419
Regulatory liabilities:
Regulatory tax liability $ 17.0 $ 17.7
Other:
Cost recovery clauses 78.5 76.2
Environmental remediation 21.2 21.2
Storm damage reserve 41.4 374
Deferred gain on property sales 55 6.3
Provision for stipulation and other ¥ 0.7 9.8
Accumulated reserve-cost of removal 570.9 572.2
Total other regulatory liabilities 718.2 723.1
Total regulatory liabilities 735.2 740.8
Less: Current portion 103.0 110.0
Long-term regulatory liabilities $ 632.2 $ 630.8

(1) Primarily related to plant life and derivative positions,

(2) Amortized over the term of the related debt instruments.

(3) Amortized over a 4 or 5-year period with various ending dates.

(4} Includes a provision to reflect the FPSC approved PGS stipulation regarding PGS’s 2010 camings above 11.75%. A one-
time credit to customer bills totaling $3.0 million was applied in April 2011 and the $6.2 million remaining balance of the
2010 earnings above 11.75% was credited to accumulated depreciation reserves in June 2011,

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) 2011 2010
Clause recoverable $ 259 % 452
Components of rate base 2433 248.1
Regulatory tax assets 65.2 66.6
Capital structure and other 414 44,7
Total $ 3758 % 404.6

(1) 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 basc and eams 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. Alse 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, 2011 and Jun. 30, 2010 differ from the statutory rate
principally due to state income taxes, domestic activity production deduction and the equity portion of Allowance for Funds
Used During Construction.

The IRS concluded its examination of TECO Energy’s consolidated federal income tax return for the year 2009 during
2010. The U.S. federal statute of limitations remains open for the year 2007 and onward. Years 2010 and 2011 are currently
under examination by the IRS under its Compliance Assurance Program. 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 2011, 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 2007 and onward.

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 Nete 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, 2011 and 2010, respectively, was $3.1 million and $4.4 million for
pension benefits, and $3.2 million and $3.3 million for other postretirement benefits. For the six months ended Jun. 30, 2011
and 2010, respectively, net benefit expenses were $6.7 million and $9.3 million for pension benefits and $6.7 million and $6.9
million for other postretirement benefits.

For the fiscal 2011 plan year, TECO Energy assumed an expected long-term return on plan assets of 7.75% and a
discount rate of 5.30% for pension benefits under its qualified pension plan, and a discount rate of 5.25% for its other
postretirement benefits as of their Jan. 1, 2011 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, 2011, Tampa Electric Company
reclassed $2.7 million and $5.7 million, respectively, of unamortized transition obligation, prior service cost and actuarial
losses from regulatory assets to net income. For the three months and six months ended Jun. 30, 2010, Tampa Electric
Company reclassed $3.3 million and $6.4 million, respectively.

In March 2010, the Patient Protection and Affordable Care Act and a companion bill, The Health Care and
Education Reconciliation Act were signed into law. Among other things, both acts reduced 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.

6. Short-Term Debt

At Jun. 30, 2011 and Dec. 31, 2010, the following credit facilities and related borrowings existed:

Jun. 30, 2011 Dec. 31, 2010
Letters Letters
Credit Borrowings of Credit Credit Borrowings of Credit
(millions) Facilities _ Outstanding " Outstanding Facilities _ Qutstanding "’ Outstanding _
Tampa Electric Company:
5-year facility®® $325.0 $7.0 $0.7 $325.0 $5.0 $0.7
1-year accounts
receivable facility 150.0 0.0 0.0 150.0 7.0 0.0
Total $475.0 $7.0 $0.7 $475.0 $12.0 $0.7
(1} Borrowings outstanding are reported as notes payable.

(2)  This 5-year facility matures May 9, 2012.

These credit facilities require commitment fees ranging from 7.0 to 35.0 basis points. The weighted-average interest
rate on outstanding amounts payable under the credit facilities at Jun. 30, 2011 and Dec. 31, 2010 were 0.53% and 0.64%,
respectively.
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Tampa Electric Company Accounts Receivable Facility
On Feb. 18, 2011, Tampa Electric Company and TRC, a wholly-owned subsidiary of Tampa Electric Company,

amended their $150 million accounts receivable collateralized borrowing facility, entering into Omnibus Amendment No. 9 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. 17, 2012, (ii} provides that TRC will pay program and liquidity fees,
which will total 70 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

Purchase in Lieu of Redemption of Polk County Industrial Development Authority Solid Waste Disposal Facility Revenue
Refunding Bonds (Tampa Electric Company Project), Series 2010

On Mar. 1, 2011, Tampa Electric Company purchased in lieu of redemption $75.0 million Polk County Industrial
Development Authority (PCIDA) Solid Waste Disposal Facility Revenue Refunding Bonds (Tampa Electric Company
Project), Series 2010 (the PCIDA Bonds). On Nov. 23, 2010, the PCIDA had issued the PCIDA Bonds in a term-rate mode
pursuant to the terms of the Loan and Trust Agreement governing those bonds. Proceeds of the PCIDA Bonds were used to
redeem $75.0 million PCIDA Solid Waste Disposal Facility Revenue Refunding Bonds (Tampa Electric Company Project),
Series 2007, which previously had been in auction rate mode and had been held by Tampa Electric Company since Mar. 26,
2008. The PCIDA Bonds bore interest at the initial term rate of 1.50% per annum from Nov. 23, 2010 to Mar. 1, 2011.

On Mar. 26, 2008, Tampa Electric Company purchased in lieu of redemption $20.0 million Hillsborough County
Industrial Development Authority (HCIDA) Pollution Control Revenue Refunding Bonds (Tampa Electric Company Project),
Series 2007C. After the Mar. 1, 2011 purchase of the PCIDA Bonds, $95.0 million in bonds purchased in lieu of redemption
were held by the trustee at the direction of Tampa Electric Company as of Jun. 30, 2011 (Held Bonds) to provide an
opportunity to evaluate refinancing alternatives. The Held Bonds effectively offset the outstanding debt balances and are
presented net on the balance sheet.
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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 loss. While the outcome of such proceedings is uncertain, management does not believe
that their ultimate resolution will have a material adverse effect on Tampa Electric Company’s results of operations, financial
condition or cash flows,

Merco Group at Aventura Landings v. Peoples Gas System

The first portion of a non-jury trial in this case was held in June 2011 in the Dade County, Florida Circuit Court. The
irial is expected to resume and conclude in October 2011. Merco Group at Aventura Landings I, 1T and TII (Merco) alieged that
coal tar from a certain former PGS manufactured gas plant site had been deposited in the early 1960s onto property now owned
by Merco. Merco alleged that it incurred approximately $3.9 million in costs associated with the removal of such coal tar and
provided testimony claiming approximately $110.0 million plus interest in damages from out-of-pocket development expenses
and lost profits due to the delay in its condominium development project allegedly caused by the presence of the coal tar. PGS
maintains that it is not liable because the coal tar did not originate from its manufactured gas plant site and filed a third-party
complaint against Continental Holdings, Inc., which Merco also added as a defendant in its suit, as the owner at the relevant
time of the site that PGS believes was the source of the coal tar on Merco's property. In addition, the court will consider PGS’s
counterclaim against Merco which claims that, because Merco purchased the property with actual knowledge of the presence of
coal tar on the property, Merco should contribute toward any damages resulting from the presence of coal tar.

Superfund and Former Manufactured Gas Plant Sites

Tampa Electric Company, through its Tampa Electric and Peoples Gas divisions, is a PRP for certain superfund sites
and, through its Peoples Gas division, for certain former manufactured gas plant sites. While the joint and several lability
associated with these sites presents the potential for significant response costs, as of Jun. 30, 2011, Tampa Electric Company
has estimated its ultimate financial liability to be $21.3 million, primarily at PGS. This amount has been accrued and is
primarily reflected in “Long-term regulatory liabilities” on Tampa Electric Company’s Consolidated Condensed Balance
Sheet. 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 clean-up 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.

In instances where other PRPs are involved, many of those PRPs are creditworthy and are likely to continue to be
creditworthy for the duration of the remediation work. However, in those instances that they are not, Tampa Electric Company
could be liable for more than Tampa Electric Company’s actual percentage of the remediation costs.

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.

Potentially Responsible Party Notification

In October 2010, the U.S. EPA notified Tampa Electric Company that it is a potentially responsible party under the
Comprehensive Environmental Response, Compensation, and Liability Act of 1980, commonly known as Superfund, for the
proposed conduct of a contaminated soil removal action and further clean up, if necessary, at a property owned by Tampa
Electric Company in Tampa, Florida. The property owned by Tampa Electric Company is undeveloped except for location of
transmission lines and poles, and is adjacent to an industrial site, not owned by Tampa Electric Company, which the EPA has
studied since 1992 or earlier. The EPA has asserted this potential liability due to Tampa Electric Company’s ownership of the
property described above but, to the knowledge of Tampa Electric Company, this assertion is not based upon any release of
hazardous substances by Tampa Electric Company. Tampa Electric Company has responded to the EPA regarding such
matter. The scope and extent of its potential liability, if any, and the costs of any required investigation and remediation have
not been determined.

Letters of Credit

A summary of the face amount or maximum theoretical obligation under Tampa Electric Company’s letters of credit
as of Jun. 30, 2011 are as follows:
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Letters of Credit -Tampa Electric Company

{millions)
After™” Liabilities Recognized
Letiers of Credit for the Benefit of: 2011 2012-2015 2015 Total  atJun. 30, 2011
Tampa Electric
Letters of credit $0.0 $0.0 $0.7 $0.7 $0.2
Total $0.0 $00___ $07 $0.7__ 502

(1) These letters of credit renew annually and are shown on the basis that they will continue to renew beyond 2015,

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, 2011, Tampa Electric Company was in compliance with all applicable financial covenants.
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9. Segment Information

(millions) Tampa Peoples Other & Tampa Electric
Three months ended Jun, 30, Electric Gas Eliminations Company
2011
Revenues - external $546.4 $110.4 $0.0 $656.8
Sales to affiliates 0.1 0.8 (0.9) 0.0
Total revenues 546.5 111.2 0.9 656.8
Depreciation 55.3 12.0 0.0 67.3
Total interest charges 30.4 44 0.0 348
Provision for taxes 369 37 0.0 40.6
Net income 58.4 5.9 0.0 64.3
2010
Revenues - external $552.8 $112.4 $0.0 $665.2
Sales to affiliates 0.4 3.7 (3.8) 0.3
Total revenues 553.2 116.1 3.8 665.5
Depreciation 53.6 114 0.0 65.0
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
Six months ended Jun. 30,
2011
Revenues - external $979.4 $264.7 $0.0 $1,244.1
Sales to affiliates 0.3 2.6 (2.9) 0.0
Total revenues 979.7 267.3 2.9 1,244.1
Depreciation 110.2 23.8 0.0 134.0
Total interest charges 61.3 8.9 0.0 70.2
Provision for taxes 56.9 13.0 0.0 699
Net income 90.0 20.6 0.0 110.6
Total assets at Jun. 30, 2011 $5,556.2 $839.6 ($23.0) $6,372.8
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) 1.372.2
Depreciation 106.6 22.8 0.0 1294
Total interest charges 61.1 9.2 0.0 70.3
Provision for taxes 61.6 145 0.0 76.1
Net income 104.9 23.0 0.0 127.9
Total assets at Dec. 31, 2010 $5,580.6 $872.7 ($14.8) $6,438.5
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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:
e 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 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 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.

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).

Tampa Electric Company’s physical contracts qualify for the NPNS exception to derivative accounting rules, provided
they meet certain criteria, Generally, NPNS applies if Tampa Electric Company deems the counterparty ereditworthy, if the
counterparty owns or controls resources within the proximity to allow for physical delivery of the commodity, if Tampa
Electric Company intends to receive physical delivery and if the transaction is reasonable in relation to Tampa Electric
Company’s business needs. As of Jun. 30, 2011, 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, 2011 and Dec. 31, 2010 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) 2011 2010

Current assets $0.3 $1.1
Long-term assets 0.0 0.0
Total assets $0.3 $1.1
Current liabilities"” $12.6 $27.2
Long-term liabilities 1.1 2.6
Total liabilities $13.7 $29.8

() Amounts presented above are on a gross basis, with asset and liability positions netted by counterparty in accordance with accounting

standards for derivatives and hedging,
The ending balance in AOCI related to previously settled interest rate swaps at Jun. 30, 2011 is a net loss of $5.0
million after tax and accumulated amortization. This compares to a net loss of $5.3 million in AOCI after tax and accumulated
amortization at Dec. 31, 2010,

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, 2011:
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Energy Related Derivatives

Asset Derivatives Liability Derivatives
(millions} Balance Sheet Fair Balance Sheet Fair
at Jun. 30, 2011 Location" Value Location” Value
Commodity Contracts:
Natural gas derivatives:
Current Regulatory liabilities $0.3  Regulatory assets $12.6
Long-term Regulatory liabilities 0.0  Regulatory assets 1.1
Total $0.3 $13.7

(1) 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 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, 2011, net pretax losses of $12.3 million arc 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 AOCI 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:
2011
Interest rate contracts: Interest expense (30.2) {30.3)
Total ($0.2) ($0.3)
2010
Interest rate contracis: Interest expense ($0.2) ($0.4)
Total ($0.2) ($0.4)

(1) Changes in OCI and AOCI are reported in after-tax dollars.

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 and six months ended Jun. 30,
2011 and 2010, 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, 2013 for the financial natural gas contracts. The following table presents by commodity type the company’s
derivative volumes that, as of Jun. 30, 2011, are expected to settle during the 2011, 2012 and 2013 fiscal years:

Watural Gas Contracts

(millions) {MMBTUs)

Year Physical  Fipancial
2011 0.0 23.4
2012 0.0 219
2013 0.0 3.2
Total 0.0 48.5

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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1t 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, 2011, substantially ali of
the counterparties 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. Tampa Electric Company generally enters into the following master arrangements: (1) EEl
agreements - standardized power sales contracts in the electric industry; (2) 1ISDA agreements - standardized financial gas and
electric contracts; and (3) NASEB agreements - 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 its 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.

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 positions for Tampa Electric
Company’s derivative activity at Jun. 30, 2011:

Contingent Features

Derivative
Fair Value Exposure
(millions) Asset/ Asset/ Posted
At Jun. 30,2011 (Liability) (Liability) Collateral
Credit Rating ‘ (313.7) 3137 $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, 2011 and Dec. 31, 2010. 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 asscssment 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 labilities presented below the
market approach was used in determining fair value.

Recurring Derivative Fair Value Measures

At fair value as of Jun. 30, 2011

(millions) Level 1 Level 2 Level 3 Total
Assets
Natural gas swaps $0.0 $0.3 $0.0 $0.3
Total $0.0 $0.3 $0.0 $0.3
Liabilities
Natural gas swaps $0.0 $13.7 $0.0 $13.7
Total $0.0 $13.7 $0.0 $13.7
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At fair value as of Dec. 31, 2010

(millions) Level ] Level 2 Level 3 Total
Assets
Natural gas swaps $0.0 $1.1 $0.0 $1.1
Total $0.0 $1.1 $0.0 $1.1
Liabilities
Natural gas swaps $0.0 $29.8 $0.0 $29.8
Total $0.0 $29.8 $0.0 $29.8
ee———— ———— sy 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 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, 2011, 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, 2011, Tampa Electric Company’s total long-term debt had a carrying amount of $1,994.7 million and an
estimated fair market value of $2,182.6 million. At Dec. 31, 2010, total long-term debt had a carrying amount of $2,069.5
million and an estimated fair market value of $2,217.0 million.

12. Other Comprehensive Income

Other Comprehensive Income

Three months ended Jun. 30,

Six months ended Jun. 30,

(millions) Gross Tax Net Gross Tax Net
2011
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 (0.3) 0.3
Gain on cash flow hedges 0.3 (0.1) 0.2 0.6 0.3) 0.3
Total other comprehensive income $0.3 (30.1) $0.2 $0.6 ($0.3) $0.3
2010
Unrealized gain on cash flow hedges $0.0 $0.0 $0.0 $6.0 $0.0 $0.0
Add: Loss reclassified to net income 0.3 (0.1) 0.2 0.6 {0.2) 0.4
Gain on cash flow hedges 0.3 (0.1) 0.2 0.6 (0.2) 0.4
Total other comprehensive income $0.3 ($0.1) $0.2 $0.6 (30.2) $0.4
Accumulated Other Comprehensive Loss
(millions) Jun. 30, 2011 Dec. 31, 2010
Net unrealized losses from cash flow hcdg&m ($5.0) ($5.3)
Total accumulated other comprehensive loss ($5.0) ($5.3)

(1)  Net of tax benefit of $3.1 million and $3.4 million as of Jun. 30, 2011 and Dec. 31, 2010, respectively.
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13. Variable Interest Entities

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.

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 entitics 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 VIEs. 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 conselidate any of these entities. Tampa Electric
Company purchased $26.2 million and $42.0 million pursuant to PPAs for the three and six months ended Jun. 30, 2011,
respectively, and $30.6 million and $61.0 million for the three and six months ended Jun. 30, 2010, 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 these 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 provide the information necessary to make these
determinations, 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. Under this PPA, Tampa Electric Company purchased $5.9 million and $13.0 million for the three and six
months ended Jun. 30, 2011, respectively, and $17.6 million and $30.3 million for the three and six months ended Jun, 30,
2010, 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. In the normal course of business, Tampa
Electric Company’s involvement with the remaining VIEs does not affect its Consolidated Condensed Balance Sheets,
Statements of Income or Cash Flows.
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Item 2. MANAGEMENT’S DISCUSSION & ANALYSIS OF FINANCIAL CONDITION & RESULTS OF
OPERATIONS

This Management’s Discussion and 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
Sforecasted results are based on the company's current expectations and assumptions, and the company does not undertake to
update that information or any other information contained in this Management's Discussion and Analysis, except as may be
required by law. Factors that could impact actual results include: regulatory actions by federal, state or local authorities;
unexpected capital needs or unanticipated reductions in cash flow that affect liquidity; 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 gffecting 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; the effect of extreme
weather conditions or hurricanes; operating conditions, commodity prices, operating cost and environmental or safety rule
changes affecting the production levels and margins at TECO Coal; conditions affecting TECO Coal’s ability to identify and
develop additional specialty coal reserves and/or increase speciaity coal sales; fuel cost recoveries and related cash at Tampa
Electric; natural gas demand at Peoples Gas; the ability of TECO Energy's subsidiaries to operate equipment without undue
accidents, breakdowns or failures; and changes in the U.S. federal tax code on earnings from foreign investments that could
reduce earnings. Additional information is contained under "Risk Factors” in TECO Energy, Inc.’s Annual Report on Form
10-K for the period ended Dec. 31, 2010.

Earnings Summary - Unaudited

Three months ended Jun. 30, Six months ended Jun, 30,

(millions, except per share amounts) 2011 2010 2011 2010
Consolidated revenues $ 8857 § §98.8 $ 1,681.8 §$ 1,811.1
Net income attributable to TECO Energy  § 775§ 75.5 $ 1292 § 131.3

Average common shares outstanding

Basic 213.6 212.5 213.3 212.4

Diluted 215.2 214.7 215.1 214.5
Earnings per share - basic $ 036 § 0.35 $ 060 § 0.61
. Earnings per share - diluted $ 0.36 $ 0.35 $ 060 $ 0.61

Operating Results

Three Months Ended June 30, 2011
TECO Energy, Inc. reported second quarter net income of $77.5 million, or $0.36 per share, compared to $75.5

million, or $0.35 per share, in the second quarter of 2010. Results in the second quarter of 2010 were reduced by a $4.1 million
charge related to early debt retirement.

Six Meonths Ended June 30, 2011

Y ear-to-date net income and earnings per share were $129.2 million, or $0.60 per share, in 2011, compared to $131.3
million, or $0.61 per share, in the same period in 2010. Year-to-date results in 2010 were reduced by charges of $21.2 million,
primarily for early retirement of TECO Energy and TECO Finance notes.

Operating Company Results

All amounts included in the operating company and Parent & other results discussions below are afier tax, unless
otherwise noted.

Tampa Electric Company — Electric Division

Tampa Electric reported net income for the second quarter of $58.4 million. compared with $56.8 million for the same
period in 2010. Results for the quarter reflected a 0.7% higher average number of customers, higher earnings on nitrogen oxide
(NOx) control projects, and lower operations and maintenance expenses.

Total degree days in Tampa Electric's service area were 12% above normal, but essentially in line with the second
quarter of 2010. Total net energy for load, which is a calendar measurement of retail energy sales rather than a billing cycle
measurement, decreased 2.3% in the second quarter of 2011 compared to the same period in 2010. The quarterly energy sales
shown on the statistical summary below reflects the energy sales based on the timing of billing cycles, which can vary period to
period. Lower retail energy sales were driven primarily by lower sales to industrial-phosphate customers due to increased self-
generation capacity, and the operation of a generating unit in 2011 by an industrial-phosphate customer in 2011, who had
experienced an outage in 2010,

Operations and maintenance expense, excluding all FPSC-approved cost recovery clauses, decreased $5.3 million,
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reflecting higher generating system maintenance expenses, which were more than offset by lower accruals for performance-based
incentive compensation for all employees. Depreciation and amortization expense increased $1.0 million due to additions to
facilities to serve customers.

Y ear-to-date net income was $90.0 million, compared with $104.9 million in the 2010 period, driven primarily by
lower energy sales due to milder winter weather than the record cold 2010 winter season, partially offset by 0.7% higher
average number of customers, lower operations and maintenance expenses, and higher earnings on NOx control projects.

Total degree days in Tampa Electric's service area were 9% above normal, but 9% below the prior year-to-date period.
Pretax base revenue was $25 to $30 million lower than 2010, primarily reflecting the milder weather and the voluntary conservation
that typically occurs during periods without extreme weather.

In the 2011 year-to-date period, total net energy for load declined 6.5% compared to the same period in 2010. The
year-to-date energy sales shown on the statistical summary below reflects the higher sales associated with the late December
2010 cold weather that are included in 2011 billed sales. Lower retail energy sales were driven primarily by milder winter
weather and lower sales to industrial-phosphate customers, due to the factors described above. Sales to commercial and
industrial-other customers reflect the modest improvements in the Florida economy experienced by certain customers,
primarily medical facilities and certain manufacturers.

Operations and maintenance expense, excluding all FPSC-approved cost recovery clauses, decreased $7.7 million.
Higher spending on generating unit maintenance was more than offset by lower accruals of performance-based incentive
compensation for all employees.

Compared to the 2010 year-to-date period, depreciation and amortization expense increased $2.2 million, reflecting
the additions to facilities to serve customers discussed above.

A summary of Tampa Electric’s operating statistics for the three and six months ended Jun. 30, 2011 and 2010
follows:
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Operating Revenues Kilowatt-hour sales
(millions, except average customers) 2011 2010 % Change 2011 2010 % Change
Three months ended Jun. 30,
By Customer Type
Residential $ 2499 §$§ 2557 (2.3) 2,193.1 2,133.8 2.8
Commercial 155.0 161.3 3.9 1,569.8 1,549.3 1.3
Industrial — Phosphate 15.5 235 (34.0) 182.2 271.2 (32.8)
Industrial — Other 25.4 26.8 5.2) 274.5 275.4 0.3)
Other sales of electricity 46.7 46.9 0.4) 462.7 438.7 5.5
Deferred and other revenues " 359 16.4 118.9
528.4 530.6 0.4) 4,682.3 4,668.4 0.3

Sales for resale 6.2 10.3 (39.8) 85.0 132.9 (36.0)
Other operating revenue i1.9 12.2 (2.5)
S0, allowance sales 0.0 0.1 (100.0)

$ 5465 $ 5532 (1.2) 4,767.3 4,801.3 (0.7)
Average customers (thousands) 675.5 671.0 0.7
Retail net energy for load (kilowatt hours) 5,188.8 53134 (2.3)
Six months ended Jun. 30,
By Customer Type
Residential § 4752 § 5229 CA) 4,167.0 4,363.8 (4.5)
Commercial 293.8 3084 4.7 2,961.0 2,934.5 0.9
Industrial — Phosphate 310 45.0 (31D 366.5 5149 (28.8)
Industrial — Other 48.6 50.8 “4.3) 525.9 518.2 1.5
Other sales of electricity 89.8 93.2 (3.6) 8829 869.5 1.5
Deferred and other revenues ') 2.1 13.0 (83.8)

940.5 1,033.3 5.0) 8,903.3 9,200.9 3.2)

Sales for resale 12.35 20.1 (37.8) 190.0 227.1 (16.3)
Other operating revenue 26.7 24.6 8.5
SO, Allowance sales 0.0 0.1 (100.0)
NOx Allowance sales 0.0 0.2 (100.0)

$ 9797 $ 1,078.3 (9.1) 9,093.3 9,428.0 (3.6)
Average customers (thousands) 674.8 670.5 0.6
Retail net energy for load (kilowatt hours) 9,304.1 9,949.5 (6.5)

(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 $5.9 million for the second quarter, compared to $5.1 million in the same period
in 2010. Quarterly results reflect a 0.6% higher average number of customers, lower sales to residential customers due to mild
spring weather and increased sales volumes to interruptible industrial customers due to the operation of several higher-usage
customers that were idle in the 2010 period. Non-fuel operations and maintenance expense decreased slightly due to lower
accruals of performance-based incentive compensation for all employees, partially offset by $2.1 million of expense related to
the defense of environmental contamination claims. Results in the 2010 quarter included a $2.4 million provision related to
potential earnings above the top of the allowed return on equity (ROE) range as a result of the unprecedented cold winter
weather in 2010, and Peoples Gas expectation that it would earn above the top of its allowed ROE range 0f 9.75% to 11.75%.
Results also reflect increased depreciation expense due to routine plant additions.

Peoples Gas reported net income of $20.6 million for the year-to-date period, compared to $23.0 million in the same
period in 2010. Results reflect a 0.7% higher average number of customers, but lower usage by residential and commercial
customers due to milder weather in the first quarter compared to the unusually cold winter weather in 2010. Increased sales
volumes to industrial customers reflect the operation of several higher-usage customers that were idle in the 2010 period. Gas
transported for power generation customers increased over the 2010 year-to-date period due to lower natural gas prices that
made it more economical to use natural gas for power generation. Non-fuel operations and maintenance expense was
essentially unchanged from the 2010 period, driven primarily by the same factors as in the second quarter.
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A summary of PGS’s regulated operating statistics for the three and six months ended Jun. 30, 2011 and 2010 follows:

Operating Revenues Therms

(millions, except average customers) 2011 2010 % Change 2011 2010 % Change
Three months ended Jun. 30,
By Customer Type
Residential $ 287 % 29.2 (L7 13.1 13.5 3.0
Commercial 324 34.6 6.4) 95.0 96.2 (1.2)
Industrial 2.1 2.2 4.5 494 48.5 1.9
Off system sales 334 36.0 (7.2) 69.8 72.7 4.0y
Power generation 3.0 2.2 364 179.7 143.9 249
Other revenues 9.2 9.7 (5.2)

$ 1088 §$ 1139 (4.5) 407.0 374.8 8.6
By Sales Type
System supply $ 753 §$ 81.1 7.2 93.1 98.1 ;.
Transportation 24.2 23.1 4.8 3139 276.7 134
Other revenues 9.2 9.7 (3.2)

$ 1087 § 1139 (4.6) 407.0 374.8 8.6
Average customers (thousands) 339.2 337.2 0.6
Six months ended Jun. 30,
By Customer Type
Residential $ 847 $ 1007 (159 49.7 59.7 (16.8}
Commercial 77.4 84.6 8.5 217.4 2215 (1.9}
Industrial 4.6 4.8 “4.2) 105.1 103.2 1.8
Off system sales 67.1 87.4 (23.2) 142.5 155.1 (8.1}
Power generation 5.5 4.5 222 296.0 272.8 8.5
Other revenues 22.8 22.4 1.8

$ 2621 $ 3044 (13.9) 810.7 812.3 0.2)
By Sales Type
System supply $ 1862 $ 2300 (19.0) 2177 2442 (10.9)
Transportation 53.1 52.0 2.1 593.0 568.1 4.4
QOther revenues 22.8 224 1.8

$ 2621 $ 3044 (13.9) 810.7 8123 0.2}
Average customers {thousands) 339.0 336.8 0.7
TECO Coal

TECO Coal achieved second quarter net income of $15.8 million on sales of 2.1 million tons, compared to $20.7 million
on sales of 2.4 million tons in the same period in 2010. Results in 2010 included a $2.0 million benefit from the settlement of
state income tax issues recorded in prior years.

In 2011, results reflect an average net per-ton selling price, excluding transportation allowances, of slightly more than
$89 per ton, almost 16% higher than in 2010, and above prior guidance due to a sales mix that was more heavily weighted to
metallurgical and PCI coal. In the sécond quarter of 2011, the all-in total per-ton cost of production increased to $79 per ton,
which is above the cost guidance range previously provided. Cost of production in the second quarter was driven by higher
contract miner costs, higher costs of all supplies that are oil-related such as conveyor belts and tires, and lower productivity due
to adverse weather. TECO Coal's effective income tax rate in the second quarter of 2011 was 24%, the same as the 2010 period.

TECO Coal recorded year-to-date net income of $24.0 million on sales of 4.1 million tons in 2011, compared to $37.5
million on sales of 4.6 million tons in the 2010 period. In 2010, year-to-date net income included 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 second quarter. The 2011 year-to-date average net per-ton selling price was $85 per ton and the all-in total per-ton cost of
production was approximately $78 per ton. TECO Coal's effective income tax rate was 22%, compared to 23%, excluding the
effect of the state income tax settlements discussed above, in the 2010 year-to-date period.

TECO Coal’s year-to-date cost of production includes $0.35 per ton of costs associated with core drilling and
exploration activities in an ongoing program to identify additional specialty coal (metallurgical and PCI) reserves on properties
already under its control. These activities to identify incremental specialty coal reserves are in support of TECO Coal’s efforts
to grow specialty coal sales to 50% of the sales mix within two years.
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TECO Guatemala

TECO Guatemala reported second quarter net income of $5.6 million in 2011, compared to $10.6 million in the 2010
period. Year-to-date 2011 net income was $11.9 million, compared to $21.0 million in the 2010 period. Results in the 2011
quarter reflect no earnings from DECA 11 (sold in October 2010), which were $4.8 million and $8.0 million in the 2010 quarter
and year-to-date periods, respectively, and $1.7 million and $3.5 million lower capacity payments in the 2010 quarter and year-
to-date periods, respectively, related to the Alborada Power Station contract extension, which became effective September
2010. Results at the San José Power Station also reflect normal capacity payments compared to 2010 when the payments were
reduced for a portion of the quarter due to unplanned outages in 2009, higher prices for spot energy sales, and lower interest
expense due to lower rates on the non-recourse debt.

Parent & other

The cost for Parent & other in the second quarter of 2011 was $8.2 million, compared to a cost of $17.7 million in the
same period in 2010. Results in 2011 reflect $3.5 million lower interest expense as a result of the 2011 debt retirements and the
2010 debt restructuring and retirement actions. In 2010, the cost for Parent & other included a $4.1 million charge for parent
debt retirement. Results in 2010 also 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.

The year-to-date Parent & other cost was $17.3 million in 2011, compared to $55.1 million in the 2010 period. Results
in 2011 reflect $7.3 million lower interest expense as a result of the 2011 debt retirements and the 2010 debt restructuring and
retirement actions. The 2010 year-to-date cost included $20.3 million of debt retirement charges and $0.9 million of final
restructuring charges. 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, 2011 and 2010,
were $72.5 million and $70.4 million, respectively.

Liquidity and Capital Resources

The table below sets forth the Jun. 30, 2011 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, 2011

{millions) Tampa Electric

Consolidated Company Other Parent
Credit facilities $675.0 $475.0 $0.0 $200.0
Drawn amounts / L.Cs 32.7 7.7 0.0 25.0
Available credit facilities 642.3 467.3 0.0 175.0
Cash and short-term investments 61.8 10.9 28.3 22.6
Total liguidity $704.1 $478.2 $28.3 $197.6

Covenants in Financing Agreements

In order to utilize their respective bank credit facilitics, 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 the other operating companies have certain restrictive covenants in specific agreements and debt
instruments. At Jun. 30, 2011, 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, 201 1. Reference is made to the specific agreements and instruments for more details.
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Significant Financial Covenants

(millions, unless otherwise indicated)

Calculation

Instrument Financial Covenant” Requirement/Restriction at Jun. 30, 2011
Tampa Electric Company
Credit facility® Debt/capital Cannot exceed 65% 48.1%
Accounts receivable credit Debt/capital Cannot exceed 65% 48.1%
facility®
6.25% senior notes Debt/capital Cannot exceed 60% 48.1%

Limit on liens® Cannot exceed $700 $0 liens outstanding
Insurance agreement relating to  Limit on liens®™ Cannot exceed $439 (7.5% of $0 liens outstanding
certain pollution bonds net assets)
TECO Energy/TECO
Finance
Credit facility® EBITDA/interest™ Minimum of 2.6 times 4.7 times
TECO Energy 6.75% notes and  Restrictions on secured
TECO Finance 6.75% notes debt™ &) (6)

(1) As defined in each applicable instrument.

(2) See Note 6 to the TECO Energy Consolidated Financial Statements for a description of the credit facilities.

(3) Ifthe limitation on liens is exceeded the company is required to provide ratable security to the holders of thesc 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 restrictions would not apply to 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, 2011

Standard & Poor’s Moody’s Fitch
Tampa Electric Company BBB+ Baal A~
TECO Energy/TECO Finance BBB Baa3 BBB

On May 27, 2011, Standard & Poor’s upgraded Tampa Electric Company, TECO Finance and TECO Energy to
BBB+, BBB and BBB, respectively, all with stable outlooks.

On Mar. 24, 2011, Fitch Ratings upgraded Tampa Electric Company, TECO Finance and TECO Energy to A-, BBB
and BBB, respectively, all with stable outlooks

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. Fitch describes credit ratings in the A category as representing strong 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. Our access 10 capital markets and cost of financing, including the
applicability of restrictive financial covenants, are influenced by the ratings of our securities. In addition, certain of Tampa
Electric Company’s derivative instruments contain provisions that require Tampa Electric Company’s debt to maintain an
investment grade credit rating. See Note 13 to the TECO Energy, Inc., Consolidated Condensed Financial Statements.
The credit ratings listed above are included in this report in order to provide information that may be relevant to these matters
and because downgrades, if any, in credit ratings may affect our ability to borrow and may increase financing costs, which may
decrease earnings. These credit ratings are not necessarily applicable to any particular security that we may offer and therefore
should not be relied upon for making a decision to buy, sell or hold any of our securities.
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2011 Guidance and Business Drivers

Based on strong year-to-date actual results and expectations for the remainder of the year consistent with prior
guidance, TECO Energy is maintaining its 2011 earnings per share guidance range of $1.25 to $1.40, excluding charges and
gains, and is updating its business drivers as discussed below.

Tampa Electric and Peoples Gas expect 1o earn their respective allowed returns on equity authorized in their 2009
base rate proceedings. Tampa Electric expects customer growth to continue to be in line with the trends experienced in 2010;
however, due to the unusual weather experienced in 20190, it expects lower energy sales in 2011 assuming normal weather. In
2010, weather added between $30 and $40 million to pretax base revenue at Tampa Electric. Also in 2010, Tampa Electric
reduced base revenue $24 million as a one-time item under its regulatory agreement approved by the FPSC.

TECO Coal now expects 2011 sales of between 8.2 million and 8.5 million tons at an average selling price across all
products of more than $88 per ton, which is $1 per ton higher than at the time guidance was originally provided, due to a higher
percentage of specialty coal sales. The lower coal sales are driven by the year-to-date delays in mine plan approvals by
regulatory authorities and the availability of contract miners. All of the expected 2011 sales are under contract. The selling
price will average more than $90 per ton over the remainder of the year due to the completion of shipments of tons to European
customers under contracts signed in 2010 in the first quarter. The 2011 product mix is expected to be about 45% specialty coal,
which includes stoker, metallurgical and PCI coals, and the remainder utility steam coal. The cost of production is now
expected to be at the high end of the previously provided cost range of $74 and $78 per ton, due to higher contract miner costs,
higher safety related costs, higher royalties and severance costs, which are a function of selling price, and higher surface
mining cost, primarily due to longer hauling distances as a result of delays in the issuance of permits. TECO Coal’s cffective
income tax rate is expected to be about 25% for the full year.

The guidance assumes normal operations for the Alborada and San José power stations in Guatemala. TECO
Guatemala extended the power sales contract for the Alborada Power Station for five years at rates approximately 55%, or $7.0
million after tax on an annual basis, below the previous contract level effective Sep. 14, 2010. TECO Guatemala’s results will
reflect the absence of eamnings from DECA 11, which was sold in October 2010. Prior to the sale, DECA 11 contributed $13.1
million to 2010 net income at TECO Guatemala.

Parent & other interest cost in 2011 will reflect the Decernber 2010 early retirement of $236 million of TECO Energy
and TECO Finance notes due in 2012, and the repayment of $64 million of notes at maturity on May 1, 201 1.

This guidance is provided in the form of a range to allow for varying outcomes with respect to important variables,
such as the strength of the economic and housing market recovery in Florida, weather and customer usage at the Florida
utilities, and margins at TECO Coal.

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 TECO 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 experienced dislocation. At Jun. 30, 2011 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 TECO Energy, Inc.’s Annual
Report on Form 10-K for the year ended Dec. 31, 2010.
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Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Interest Rate Risk

We are exposed 1o 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. Our
most significant commodity risk exposure for the remainder of 2011 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 average fixed price component of the
company’s outstanding natural gas swaps of approximately 11% from Dec. 31, 2010 to Jun. 30, 2011. For natural gas, the
company maintains a similar volume hedged as of Jun. 30, 2011 fror Dec. 31, 2010.

The following tables summarize the changes in and the fair value balances of derivative assets (liabilities) for the
three months ended Jun. 30, 2011:

Changes in Fair Value of Derivatives (millions)

Net fair value of derivatives as of Dec. 31, 2010 $ (26.9)
Additions and net changes in unrealized fair value of derivatives (4.2)
Changes in valuation techniques and assumptions 0.0
Realized net settlement of derivatives 20.8

Net fair value of derivatives as of Jun. 30, 2011 $ (10.3)

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

Total derivative net liabilities as of Dec. 31, 2010 $ (269

Change in fair value of net derivative assets:

Recorded as regulatory assets and liabilities or other comprehensive income (4.2)
Recorded in carnings 0.0
Realized net settlement of derivatives 20.8

Net option premium payments 0.0

Net purchase (sale) of existing contracts 0.0

Net fair value of derivatives as of Jun. 30, 2011 $ (10.3)

Below is a summary table of sources of fair value, by maturity period, for derivative contracts at Jun. 30, 2011:

Maturity and Source of Derivative Contracts Net Assets (Liabilities) at Jun. 30, 2011 (millions)

Contracts Maturing in Current Non-current Total Fair Value
Source of fair value )
Actively quoted prices $ o0 $ 00 $ 00
Other external sources 9.4) 0.9) (10.3)
Model prices @ 0.0 0.0 0.0
Total $ (94 $ (0.9 $ (10.3)
) 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

TECQ 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(¢) 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 Contrels. 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 materially affected, or is reasonably likely to materially affect, such controls.

Tampa Electric Company

(@)

(b)

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(e) and 15d-15(e) under the
Exchange Act) as of the end of the Evaluation Date. Based on such e¢valuation, 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. Therc 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 reasonably likely to materially affect, such controls.

Item 5. OTHER INFORMATION

TECO Coal is subject to regulation by the Federal Mine Safety and Health Administration (MSHA) under the Federal

Mine Safety and Health Act of 1977 (the Mine Act). Information concerning mine safety violations or other regulatory matters
required by section 1503(a) of the Dodd-Frank Wall Street Reform and Consumer Protection Act and the recently proposed
Item 106 of Regulation S-K (17 CFR 229.106) is included in Exhibit 99.1 to this quarterly report.
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PART II. 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.

(a) (b) (c) (d)
Total Number of | Average Price Toral Number of Shares Maximum Number (or
Shares (or Units) {Paid per Share (or| (or Units) Purchased as |Approximate Dollar Value)
Purchased ™ Unit) Part of Publicly of Shares (or Units) that
Announced Plans or May Yet Be Purchased
Programs Under the Plans or
Programs
Apr. 1,2011 — Apr. 30, 2011 215213 $18.85 0.0 $0.0
May 1, 2011 — May 31, 2011 6,517 $19.05 0.0 $0.0
Jun. 1, 2011 — Jun. 30, 2011 1,326 $18.93 0.0 $0.0
Total 2nd Quarter 2011 223,056 $18.86 0.0 $0.0
H 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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Date:

Date:

TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE AND SELL SECURITIES
FILED: SEPTEMBER 2, 2011

SIGNATURES

Pursuant to the requirements of the Securitics Exchange Act of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.

August 5, 2011

August 5, 2011

TECO ENERGY, INC.

(Registrant)

By: /s/

S. W. CALLAHAN

S. W. CALLAHAN

Senior Vice President-Finance and Accounting
and Chief Financial Officer

(Chief Accounting Officer)

(Principal Financial and Accounting Officer)

TAMPA ELECTRIC COMPANY

(Registrant)

By: /s/

S. W. CALLAHAN
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S. W. CALLAHAN

Vice President-Finance and Accounting

and Chief Financial Officer

(Chief Accounting Officer)

(Principal Financial and Accounting Officer)




Exhibit
No.

3.1
3.2
33
34
12.1
122
31.1
312
313
31.4
321
322
99.1
101INS
101.5CH
101.CAL
101.DEF

101.LAB
101.PRE

(hH

%

TAMPA ELECTRIC COMPANY
APPLICATION FOR AUTHORITY
TO ISSUE.AND SELL SECURITIES
FILED: SEPTEMBER 2, 2011

INDEX TO EXHIBITS

Description

Atrticles 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 May 4, 2011 (Exhibit 3.1, Form 8-K *
dated May 4, 2011 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 Feb. 2, 2011 (Exhibit 3.4, *
Form 10-K for 2010 of TECO Energy, Inc. and Tampa Electric Company).

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.

Certification 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 ofthe Sarbanes-Oxley Act of 2002,

Certification ofthe 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. ¢

Mine Safety Disclosure

XBRL Instance Document **
XBRL Taxonomy Extension Schema Document *x
XBRL Taxonomy Extension Calculation Linkbase Document ) **
XBRL Taxonomy Extension Definition Linkbase Document o
XBRL Taxonomy Extension Label Linkbase Document *x
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 B

PAGE 10F2
TAMPA ELECTRIC DIVISION
PROJECTED STATEMENT OF SOURCES AND USES OF FUNDS
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2012
(MILLIONS)
Cash Flows from Operating Activities:
Depreciation $ 240
Deferred Income Taxes 62
Other _4
306
Cash Flows from Investing Activities:
Capital Expenditures (excluding AFDUC) (345)
Cash Flows from Financing Activities:
Changes in Financing 39
Total Cash Flows excluding Net Income $ 0
TAMPA ELECTRIC DIVISION
PROJECTED CONSTRUCTION BUDGET
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2012
(MILLIONS)
Transmission & Distribution $130
Production (including environmental) 180
General 35
Total Projected Construction Budget (Excluding AFUDC) $345
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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, 2012
(MILLIONS)

Cash Flows from Operating Activities:

Depreciation $50
Deferred Income Taxes 8
Other . 5

63

Cash Flows from Investing Activities:

Capital Expenditures (excluding AFUDC) (60)

Cash Flows from Financing Activities:

Changes in Financing 3
Total Cash Flow excluding Net Income 30
PEOPLES GAS SYSTEM DIVISION
PROJECTED CONSTRUCTION BUDGET
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2012
(MILLIONS)
Total Projected Construction (excluding AFUDC) $60
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