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TECO ENERGY

February 9, 2003

Dear Fellow Sh

Once, when asked what the stock market would do,
J.P. Morgan replied, “It will fluctuate.” In no year of my career
has this simple truth seemed more real than in 2002, espe-
cially for the energy industry.

This year, the Dow Jones Utility Index bottomed out at a
12-year low point. Credit rating agencies issued 182 down-
grades within the energy sector during the first three quarters
0f2002. This has had a dramatic impact on our industry, shak-
ing investor confidence and increasing the cost of capital.

To complicate matters further, pessimism about oversup-
ply and lower earnings prospects in the independent power
market has dampened the financial community’s interest in
companies with merchant power interests.

Even though TECO Energy continues to earn the majority
of its net income from regulated utility operations, we have
not been immune from downward pressure on our securities.
As shareholders ourselves, we are disappointed in our stock’s
performance over the past year.

Even so, with return on equity of 14 percent and five years
of net income growth, TECO Energy is one of 30 energy com-
panies ranked in the 2003 Forbes Platinum 400, “The Best Big
Companies in America.”

We've made it clear to our investors that 2003 will be
a challenging year for TECO Energy, as our construction
program begins winding down.

Yet at the same time, we remain focused on — not threat-
ened by — the coming year.

And while we recognize the realities of the market,
the economy and our own challenges, we have positioned
ourselves to maximize efficiencies within our operating
units, with a renewed focus on our regulated utilities.

Tampa Electric Poised for Expansion

Tampa Electric continues to make steady progress on one
of the largest construction projects underway in the State
of Florida, adding nearly 600 megawatts of incremental
capacity to its system.

The Gannon-to-Bayside repowering is on schedule and
on budget, with its first phase nearly complete and scheduled
to be commercially operational mid-year.

areholders:

This additional capacity will serve a customer base that
continues to grow at a rate of more than 2 percent per year.
The company connected its 600,000th customer during the
first quarter of 2003.

When the repowering is complete, Tampa Electric’s
system will be one of the cleanest in the nation, and the
company will be aligned with all current and most proposed
environmental regulations.

Tampa Electric continues to identify strategies for stream-
lining its operations and improving its overall efficiency.

Tampa Electric’s employees continue to outpace previous
customer satisfaction and safety records. Customer favor-
ability for 2002 was 97 percent, and the number of reportable
safety incidents continues to be at its lowest in decades.

Peoples Gas Thriving in Fertile Florida
Energy Marlket

Peoples Gas’ results improved nearly 5 percent over 2001,
through customer growth and resulting higher usage.

In December, Peoples Gas received regulatory authoriza-
tion to increase its rates, the first such increase in a decade. The
company's annual base revenues are expected to increase by
more than $12 million as a result.

In the 10 years since the last Peoples Gas rate increase, the
company has expanded its pipeline distribution system from
5,000 to 9,000 miles and added more than 100,000 homes and
businesses to its customer base.

Municipal franchises are a key part of Peoples Gas’
system, and a source of growth for the company. Over the
past several years, the company has successfully negotiated
more than 40 franchise agreements throughout the state,
both new contracts and renewals.

In 2002, the utility also enjoyed record performance for
safety and improved its already-strong customer satisfaction
levels.

In the energy industry, customer satisfaction, in large
part, is driven by reliable service. The new Gulfstream
Pipeline, delivering natural gas via the Gulf of Mexico, began
service this year.

Peoples Gas now has a contract and interconnections
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with this new supplier, and continues its relationship with
the Florida Gas Transmission line to the north.

Additional natural gas supplies in the state allow Peoples
Gas to increase its market penetration and enhance
the availability and reliability of its service for a growing
customer base.

Unregulated Businesses
Round Out the Mix

Beyond TECO Energy's base of stable utility operations,
we benefit from a balanced mix of unregulated businesses,
which have proven their worth over time.

TECO Coal’s net income jumped substantially in 2002,
through higher production of synthetic fuel and improved
pricing for all coal types. These factors helped offset
increased production costs.

TECO Transport provided net income lower than in 2001,
reflecting the continued economic downturn. Despite tem-
porarily lower cargo volumes and weak pricing, this 40-year
marine transportation veteran is a stable, proven contributor
to TECO Energy’s earnings.

At TECO Power Services, progress continues on the two
largest independent power projects in the nation, Union
Power Station in Arkansas and Gila River Power Station in
Arizona. The plants are expected to be fully operational by
June and August 2003, respectively.

Two smaller facilities — Dell and McAdams — have been
postponed and all new project development curtailed.

In late 2002, to help maximize synergies among all of our
businesses, regulated and unregulated, we tapped John
Ramil, president of Tampa Electric Company, to take on
additional responsibility at the holding company level.

In addition to his role at Tampa Electric, John is now
executive vice president of TECO Energy. We are confident
that bringing his leadership to more areas of the company
will benefit our shareholders.

More natural gas for Florida. The new Gulfstream
Pipeline adds to Florida’s fuel supplies, enhancing
Peoples Gas System’s reliability.

Cash Generation Plan for 2003
Nearly Complete by Year-End

In September, TECO Energy unveiled a preliminary plan
for 2003, addressing its funding needs for the construction of
our major power projects.

In addition to the capital expenditure reductions
announced in early 2002, we identified $900 million in sav-
ings from further capital expenditure reductions and cash
generation from financial transactions and the sale of certain
non-core assets.

By year-end, we had achieved nearly three-fourths of the
cash needed for 2003. Clearly, we are off to a strong start.

To go the distance, we are poised to continue doing
what we've done alt along — executing a solid business plan
and working toward our commitments to Wall Street and to
our shareholders.

Moving Forward in Uncertain Times

Even the most experienced economist cant tell us
precisely when the economic downturn will end, or when the
energy sector will be back on its feet. But even within that
gray area lie some absolutes.

The energy business, which closely tracks the U.S.
economy, is cyclic in nature. It will rebound. Long-term, as
I've said before, energy demand will only go up. That is our
business, and it is essential to homes and businesses alike.

Further, Florida, home to our principal businesses, has
the strongest growth in the nation. Our vibrant state’s
demand for energy grows at a similar pace.

In any situation of uncertainty, flexibility is the key to suc-
cess. At TECO Energy, we are all sharply focused on strategies
that are shaped to realistically face market conditions. These
strategies are honed as they should be — with shareholder
value at their core.

Robert D. Fagan
Chairman, President and Chief Executive Officer
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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. These forward-looking
statements include references to our anticipated capital investments, financing requirements, project completion dates, future transactions and other plans. Certain factors that could cause actual results
to differ materially from those projected in these forward-looking statements include the following: energy price changes affecting TECO Power Services’ (TPS’) merchant plants; TPS’ ability to sell the
output of the merchant plants operating or under construction at a premium to the forward curve prices and to obtain power contracts to reduce earnings volatility; any unanticipated need for addi-
tional debt or equity capital that might result from lower than expected cash flow or higher than projected capital requirements; TECO Energy's ability to successfully complete the sale of its synthetic
fuel and gasification facilities to successfully complete its cash generation plan; and TECO Energy's ability to maintain credit ratings sufficient to avoid posting letters of credit relating to TPS’ construc-
tion loans and to avoid providing additional assurances to counterparties. Other factors include: general economic conditions, particularly those in Tampa Electric’s service area affecting energy sales;
weather variations affecting energy sales and operating costs; potential competitive changes in the electric and gas industries, particularly in the area of retail competition; regulatory actions affecting
Tampa Electric, Peoples Gas System or TPS; commuodity price changes affecting the competitive positions of Tampa Electric and Peoples Gas System, as well as the margins at TECO Coal; changes in and
compliance with environmental regulations that may impose additional costs or curtail some activities; TPS ability to successfully construct and operate its projects on schedule and within budget; the
ability of TECO Energy's subsidiaries to operate equipment without undue accidents, breakdowns or failures; interest rates, credit ratings and other factors that could impact TECO Energy’s ability to
obtain access to sufficient capital on satisfactory terms; and TECO Coal’s ability to successfully operate its synthetic fuel production facilities in a manner qualifying for Section 29 federal income tax
credits, the use of which could be limited by TECO Energy’s taxable income or by changes in law, regulation or administration. Some of these factors and others are discussed more fully under “Investment
Considerations.”

2002 Earnings Summary
2002 Change 2001 Change 2000
Consolidated revenues (millions) $2,675.8 7.5% $2,488.1 11.9% $2,223.1
Earnings per share - basic Continuing operations $ 1.95 -4.4% $ 204 12.7% $ 181
Discontinued operations .20 -9.1% 22 22.2% .18
Earnings per share $ 215 -4.9% $ 226 13.6% $ 199
Earnings per share - diluted Continuing operations $ 1.95 -3.4% $ 202 12.8% $ 179
Discontinued operations .20 -9.1% .22 22.2% .18
Earnings per share $ 2,15 -4.0% $ 224 13.7% $ 197
Net income from continuing operations (millions) $ 298.2 8.9% $ 273.8 20.3% $ 2275
Average common shares outstanding Basic (millions) 153.2® 13.9% 134.5% 6.8% 125.9%
Diluted (millions) 153.3® 13.2% 135.4® 7.2% 126.3®
Return on average common equity® 14.3% 16.5% 16.7%

(1) Average shares outstanding reflects the repurchase of 1.6 million shares in 2000.

(2) Average shares outstanding for 2001 reflects the issuance of 8.625 million shares in March and 3.5 million shares in October.
(3) Average shares outstanding for 2002 reflects the issuance of 15.525 million shares in June and 19.385 million shares in October.
(4) Includes results from Discontinued operations (TECO Coalbed Methane).

TECO Energy’s revenues increased by more than 7 percent in 2002 to $2.7 billion; revenues ations were $1.95 per share in 2002 compared with $2.04 per share in 2001. The number of aver-
in 2001 increased 11.9 percent to-$2.5 billion. In 2002, net income from continuing operations age shares outstanding at Dec. 31, 2002 was almost 14 percent higher than at Dec. 31, 2001.
rose almost 9 percent to $298.2 million, up from $273.8 million in 2001. Net income from con- Earnings per share — basic from continuing operations were $1.81 in 2000.

tinuing operations was $227.5 million in 2000. Earnings per share - basic from continuing oper- _:n_:ama in the 2002 results from continuing operations are a $34.1-million pretax @mo 9- -




>~ i TECO ENERGY, INC., 2002 ANNUAL REPORT

(‘uonDas sayeUINSy pue SAI[od SunUNoIIY (BN
3y} 935) "SISO pue sajelye pajepijosuodun 1oy Sununodde ‘Bunss) yusuLredul 13sse ‘SaAn
-BALI3P 10j Sununodde ‘saranoe paremas 10§ Sununosoe se swId)! yons Ipnjoul yey) saijod
Sununodoe feanuod Jo Rquinu € 4q pardage ale sinsal Sunesado pautodaer sA3ioug QDAL

‘Auedwod 9y Jo UONIPUOD [eOURUY S 9ZA[RUE 0] JVVO WPIM
20urp1023e Ul paredard udaq SABY YOIYm ‘SIUSUILILIS [eIDUBULY PaIeplosuod sASIsug ODL
Jzijun suoneladQ Jo s1Nsay R UOHIPUOY) [e1dURUL] JO SISA[BUY 73 UOISSNISI(] SUsWZeURA

symsay] supexzdQ

“ADUN0d a1 JO Seare Paseq-SulIN)oBNUBW JWOS
Se 9213ap SUIBS SY} 0} UMOPMO[S IIIOU0I2 Y] AQ pajoedull Jou sem ‘9seq [RLISNPUI [[RWS S)I
Im AWoU00a $9183S 3U) 3SNEIIQ BPLIOL] Ul SNURU0D 01 Pajoadxa S1 Yamoin "epLIOL] Ul Suone
-1ado L1un paje[ndal wioly swoo o3 pajaadxa s1awodul J9u Jojuanlad 6/ Inoqe ‘€00 U uoneu
ay) ur syavylew Anmn ymoid 1saydiy 9y Jo auo ur azerado Yoiym ‘gH4 pue o1309py edure],
‘598SaUISTI PAESa1 ST WOL MO} YSED PUB IWODUI 15U jo Auofew o) Suislsp woy 1ya
-uaq 0} anunuod 0y s19adxa A81eug 0N, ‘s301d 19mod afessjoym moj Jo pouad siyy Juungg
"INy ayl ul [pmoId s§urures o1 Wnal © 0) pue
uonrsod [erourUL 153U0nS € 0} WINJAT B 10] J[as31 uonisod o1 Aressadau se sdals 9ye1 0] anuUnuod
[ Auedwiod ay -uonisod fepueuy s aaoxdun 03 ggoz 3urinp sdals aaIsap yool Auedurod
ap ‘passnostp Ajsnolaaid sy -sao1id 1smod a[esajoym moj Jo (940 Juarmd ay} Surmnp uonisod
[PlOURUY Iayeam & Ul 3q 01 pue s3uiures 1omo] jo poutad papuaixe ue syadxo A31eug ODIL
*$3LIIATIOR PAJBIIUL pUE
pasunouue Apealfe ai) puoiaq eare 1omod Juapuadapur oyt ur Juswdo[Pasp mau AUe U0 YIom
pasead ASisug ODHL ‘UonIppe U ‘e[etuiens) ur sanioe) duneruad uo Supueuyal 9sInodal
-Uuou Wolj ysed [euonippe pue yses jo uoneineda ay) Suipnjoul sa[es 19SSe 10 SUOHOBSUERI] [B1D
-UBUL IS0 WOT} YSEI JO WOTIU 0GZS$ (£ PUE ‘UonelS IoMod Yiod $91110313 edure;, Je jiun uoneds
-jises [eod ay) jo ares pasodoid o) pue ‘[e0) QDL 1B SIP3Id XB) 67 UONIAS 10] Afijenb yorgm
[ang sueyuAs sonpoid et senioe) Ul 1sa1ayul si Jo Aurofew aip Jo afes pasodoxd sy ‘siasse
se8 aueyIs paqeoD ODAL Y} JO 9[es Yy WL UOI[TW 00F$ (¢ ‘S[eAd] axmupuadxas [ejdes
paisedalo} Aisnoraaad st ureasns o1 A319uq QDAL pamo[e Yorym ‘sarueduIod ays Jo [fe 1e suon
-onpai durpuads [eyded ferauad pue gz nup) apskeq jo uonajdurod sy jo Jurum oy Buidueyd
‘suopels 1amod SWepYoN pue [[2( 94 Jo Uononnsuod jo uoisuadsns oyl Suipnpul ‘uoljul
052$ Jo saxnipuadxa [eydes jo uononpar e (T :papnput ueld ay jo sjusuoduiod Iofew ayf,
‘ue[d pasunouue
atp Jo uonnosxa sA31aug DAL, jo sduenodwr ay) SunyBiyS1y ‘SISLID 1IPAID A13A3S B JO S1B)S
91 01 Z00Z N[ Ul paleIoualap uonenys sAnsnput 3y, -10323s A310ua a1y uf sarueduod 8o
pue AS1aug QDAL Woq Jo saouade Sunel upard ay) pue sisdeue Amba Aq sapeidumop jo
90¥] 9] Ul 3UOP SBM STYJ, *£00Z Ul 3Ip [BIUSWIAIOUI 10] S)atew [eided ay) Suissanoe ploae o)
se 0s o199 edure], 1e 193[01d Bupiamodar apisAeg 03 uouuen) 3yl pue §4J,Ie suonels omod
IDATY B[ID) pue uolun 3y jo uononnsuod ayl uoddns 01 yses jo uonersuald ay) uo pasndoj
1eyn uepd ssauisng gogz Areurunipid e pasunouue Auedwod 2y ‘Zoog lequiaidag ug
‘ueqd ssaursnq ysed aaisusyardwoo e jo 1red se zaquusidag ur pajoags
sem UONDNPaAl puodas 3y, 91099 edure], pue §4J, 10] UONONIISUOD JOPUN 134 10U 1M B
s198{01d uonesuad ‘pouiad papusixa ue 10} ‘ButAeep ydnony Arewrd ‘voru 002$ A[P1EW
-xoxdde paeioy gopz Arenue( ur uondnNpal 181y AYJ, "SUOISLIV0 Jleredas om] uo ooz ysnonp
200z 10§ 1se3810§ 21myrpuadxa [eyded sy paonpai sey Aueduwiod aip ‘uonippe up 50z Arenue(
Ul SaJeUS HOULLO) AZ1sug ODH.L 03 M2AUO0D [[Im YdIym ‘sun Anba 9]quisauod AjLojepueut
J0 spaadoid Jau Ul uoljIu ggp$ pansst Aueduod ayy ‘zoog Atenue( uy "spsadoad 3au U uoIIL
£66¢ SUIfeI01 SUOISEID0 OM) U0 Aymba uowwod mau pansst Auedwod ay) ‘2oz Suting 'saImIp
-uadxa pendes Sunpal pue sainseawl uonesduas yseo 1apo Suneniul ‘Surpuny 10§ S)IEW [e3]

-ded apy Buissanoe papnpu sdals 959y ], 192Ys 30UR[Rq SH 3UUARZUANIS ‘QUIT UIES U 1e ‘Qym
ysen papasu ayy apiaoid 03 sdas Jo 1aqunu e yooy A819ug ODFL 200z Sutmp ‘s1rsfoid Jued
1omod parem3aun pue parenSal panuwiwod sy 913jdwiod oy paimbai fended aup Jo 181y Uy
‘s)adIewW aWos ul $193{oxd Apjap 10 [20ued 0) s10d0[aA3p ALIOS PAsned daeY PUE §109
-fo1d 1omod yuspuadapur woxy suoneadxo sfurures 1eyeam pasnes aaey saoud 1amod mof ay T,
“u1R}I20UN 3Tk O0Z Ul A10A0231 3o11d 1oy s1oadsold ayp pue z0gg oydnony) yeam paurewual
yoopno aoud ayJ, *£00zZ PUB Z00Z UI SUIUO JW02 0} pa1dadxa pue UOHINIISU0D Japui 10 pajald
-wod 121p1e Aoeded Sunersusd mau jo Junowe s31e] aY) PUB {UMOPMO]S JILIOU0I3 '§() dY)
‘yoredsip orouod3un ‘uonnaduIod INI3[3 Jes[oyMm Jo SUIMO[S A1) JO UOTIBUIGUIOD B 0) anp
Anunood a1 SsoIoe syaxIew Uy Auedgrudis pautoap saold 1amod afesajoym aining ‘100Z Ul
"uay1 20UTs pagueyo aaey ssauisng
1omod juspuadaput 21 pue s)axiews A319UD UT SUONIPUOD T9A3MOL] 'sassaulsng pajendaiun
1910 Jo AJIUre) $)] WOy SWINYAI pue suopelado pood panunuod pue $318IS palIuf Yy} JO jaquns
ayy w syofoxd vonessudd semod Juspuadapul jJo Jusuidopasp ‘sanifioe] uonelouad Jud3[
91199} Bdure], 0 suopippe juedgIudis SUpndUI ‘epLIOL] UI SASSaUISI SB3 pUE J11193[8 paje[n
-8a1 a3 Jo 1uswrdopAdp panunUod IpN[OUL SaAlRDIUL 953y ], ASa1enS paounouue s aJuBApE
0} SOANEINUI JO JAqUINU & Udyeuapun sey Aueduron ayp ‘awn 1ey) souis ypmoid 11oddns o3 59
-ssaursnq pajendaiun s[qeigoId 1ayyo Jo A[rue) s1 Jo SUIMBI 3Y) asn 0] pue 'S4, 1e suoneiado
1amod yuapuadapul o3satwop sy puedxa 0} ‘SUOTNIOS ODFL ‘SISSaUTSNQ $321A195 A319U8 BPLIOL]
ay) pue (§Od) wWAsg sery sapdoad ©moag edwe], apnpul yorym ‘suoneiddo epLIOfI s) U0
sN20J 01 sem Yorym £8a1ens ssoutsng paduoid-aa1y) e pasunouue AS10ug OO L ‘6661 31€] UL

soopnQ pue A3s18NS

“(199) Y] ‘TeuonBUIAIU] [2GO[D BISISUY UL JSaI0)I
S)1 JO 9[es ,Sd.I. 01 paje[al agIeyd UONEN[BA JASSE XB)-1a)e UOI[[TW ['g$ B pUR S[oAa] Suimolioq
PAsEIDUI IPIM PaYEID0ssE 95UadXa 1sa19)ul 1ay31Yy Aq 19sjjo Ajrenied a1om sjuamrasordun asay],
‘Teon ODAL 1k uononpoid [any SaYIUAS paseaIdul pue saotrd pue uononpord [eod [eUonUAA
-u09 Jaydry pue ‘suonerado uefewalens) ay) Woy s)Nsal paaoldurr pue 1Qoz pue §Q0g Ul au]
1o 1y3noiq Jo pammboe s3d3(o1d uoneIsuss Mau Ay WO G 8 SWOIUI Jau UT ISEIDU JU3D
-1ad g ue “9uoaty edwe] je HANdyY ysiy ‘suonerado epuol oy ul a3esn A31aua paseaiout
PUE PMO0I3 ISWO0ISTD PanNUIUOD Pajosfial syNsal asayL, ‘000Z Ul UOoI[iw §/7g$ Woy Juadd
-13d oz uey a1ow dn ‘wolffiw g'g/z$ Sem 100 Ul suofleiado Sumunuod woly swodul 1aN
wodsuel], ODHL 1R $HNsal 19m0] Aq 19510 A[fenied arom sjuawdaordun
2say], 10D 0D Ie uononpoid [any JSLPUAS PaseaIsul pue ‘SJ 1 1e simnsal pasoxduul ‘1199
edure] Je (UopoNNSUOD 10] pasn spuny A1nba syl UO UIN)aI JBUOSEAL B PUE SPUTY PamoLIog JO
1500 o1 syussardal yorym Juejd Lnn ut ssearour Surpuodsallod e )M SLI0dUL 0] JIPAID YSED
-uou — HINAY) Uonansuod JuLmp pasn spuny 1oj souemore 1aydiy ‘suonesado Ayjnn epuofg
a ur 3desn 481U paseaIdul pue YIMOI3Z ISWO)ISND PINURUOD 13§l SINSAI ZOOT YL
‘A[oanadsaz
‘aTeys 1ad g7'z¢ pUR UOMIW T'GFES 219M QUEYIAN Paq[eo) ODI.L jo 3[es atp uo ured uorpu
2% 9 pue sadreyd uorenea yasse pue Supueuyal 1Gap ot Suipnjoxa ‘areys sad s3umuies pue
W00 13U JYYD-Uol elo], A[aandadsal ‘areys 1ad 61°z$ pue uoluu 1pges s1am ‘suonerado
panunuossip pue suonerado Juinuiuod Surpnpout ‘areys 1od sSururea pue swodUT 18U [B10T,
"200Z 13quLdad
uf p[os SBm YoIym ‘SSauIsng suByjaw paqeod ayl 1B SNsal 10apal suonerado panupuod
-SIp woxy snsay g0g W areys 1ad g1-g¢ 03 (00T Wt dreys 1ad H(rg$ WO J0 UOIMI §HgES O)
juaoiad 6T asol suonerado Suinunuod woyy swoouy 19U ‘eulio} oxd 10 ‘(dvyn) ssjdiung
Sununosoy paidesoy Ajelsuan-uou ‘swal rensnun asay Juipnpoxy dqndsy yoaz) ap ul
sanioey Sunerouald 1amod ui 1saleyur Aourur SdJ,Jo afes pasodord aip o) palefar adreys uon
-EN[RA 19SS XB1-IoYE UOIJIU §°G$ © pue Jurpueunal 3qap & o) pajeal ad1eyd (Xe)-19)je uol|[iu




TECO ENERGY, INC., 2002 ANNUAL REPORT D >}

The following table shows the unconsolidated revenues, net income and earnings per share
contributions from continuing operations of the significant business segments. {See Note Q to
the Consolidated Financial Statements.)

(millions) Except per share amounts 2002 Change 2001 Change 2000
Unconsolidated Revenues®
Regulated Companies
Tampa Electric $1,583.2 121% $14127 44% $1,3538
Peoples Gas System 318.1  -9.9% 3529 122% 314.5

Total Regulated $1,901.3 77% $1,765.6 58% $1,668.3
Unregulated Companies
TECO Power Services $ 3098 79% $ 2871 442% $ 199.1
TECO Transport 2546 -74% 2749 1.9% 269.8
TECO Coal 317.1 4.5% 303.4 30.3% 232.8
Other unregulated businesses 1221 14.2% 1069  30.5% 818
Total Unregulated $1,003.6 32% $ 9723 241% $ 7835
Net Income®
Regulated Companies
Tampa Electric $ 171.8 116% $ 1540 66% $ 1445
Peoples Gas System 242  4.8% 23.1 6.0% 21.8
Total Regulated 196.0 10.7% 177.1 6.5% 166.3
Unregulated Companies
TECO Power Services 341 26.8% 26.9 18.0% 22.8
TECO Transport 21.0 -23.9% 276 -5.5% 29.2
TECO Coal 765 29.7% 59.0  76.1% 33.5
Other unregulated businesses 6.8 70.0% 4.0 233.3% 12
Total Unregulated 1384 17.8% 1175  355% 86.7
Financing/Other (36.2) 74.0% (20.8) -184% (25.5)
Net income from continuing operations  298.2  8.9% 2738 20.3% 2275
Discontinued operations 319 6.7% 299 27.7% 234
Net income total $ 3301 87% $ 3037 21.0% $ 2509
Earnings per Share - Basic®
Regulated Companies
Tampa Electric $ L12 -26% §$ 115 — % 115
Peoples Gas System 16 -5.9% 17 — 17
Total Regulated 1.28 -3.0% 1.32 — 1.32
Unregulated Companies
TECO Power Services 22 10.0% 20 11.1% 18
TECO Transport .14 -30.0% 20 -13.0% 23
TECO Coal 50 13.6% 44 63.0% 27
Other unregulated businesses .04 33.3% .03 200% .01
Total Unregulated 90 34% .87 26.1% .69
Financing/Other (.23) 53.3% (.15) -25.0% (.20)
EPS from continuing operations L95 -44% 204 12.7% 1.81
Discontinued operations 200 -9.0% 22 222% .18
EPS Total $ 215 49% $ 226 136% $ 199

(1) Revenues for all periods have been adjusted to reflect the presentation of energy marketing related rev-
enues on a net basis, the reclassification of TECO Coalbed Methane results to discontinued operations,
and the reclassification of earnings from equity investments from Revenues to Other Income.

(2) Beginningin 2001, segment net income was reported on a basis that included internally allocated financ-
ing costs. Prior period net income has been reclassified to reflect estimated internally allocated financ-
ing costs that would have been attributable to such prior periods. Internally allocated finance costs for
2002, 2001 and 2000 were at pretax rates of 7%, 7%, and 6.75%, respectively, based on the average invest-
ment in each subsidiary.

Tampa Electric - Electric Operations

Tampa Electric Results

Tampa Electric's net income increased almost 12 percent in 2002, reflecting continued good
residential and commercial customer growth, increased sales to phosphate customers and
more favorable summer weather, partially offset by lower sales to other utilities and higher
operations and maintenance expenses. The equity component of AFUDC, primarily from the
Gannon to Bayside Units 1 and 2 repowering project, increased to $24.9 million, compared to
$6.6 million in 2001.

Tampa Electric’s net income increased almost 7 percent in 2001, reflecting good customer
growth, slightly higher residential and commercial per-customer energy usage, and a favorable
customer mix, partially offset by higher operations, maintenance and depreciation expenses.
In addition, AFUDC equity, primarily from the Gannon to Bayside Units 1 and 2 repowering
project, increased to $6.6 million, compared with $1.6 million in 2000,

Net income increased in both 2002 and 2001 while operating income decreased due to high-
er AFUDC and lower interest expense which affect net income but not operating income.

Summary of Operating Results

(millions) 2002  Change 2001 Change 2000

Revenues $1,583.2 121% $1,412.7 44% $1,353.8
Other operating expenses 212.3 11.3% 190.7 1.3% 188.3
Maintenance 108.7 9.2% 99.5 3.5% 96.1
Depreciation 189.8 9.5% 173.4 7.3% 161.6
Taxes, other than income 112.3 7.2% 104.8 6.2% 98.7
Non-fuel operating expenses 623.1 9.6% 568.4 4.4% 544.7
Fuel 424.1 22.4% 346.5 71% 3235
Purchased power 253.7  21.0% 209.7 9.2% 192.1
Total fuel expense 677.8 21.9% 556.2 7.9% 515.6
Total operating expenses $1,3009 157% $1,124.6 6.1% $1,060.3

Operating income $ 2823 -20% $ 2881 -1.8% § 2935
Net income $ 1718  116% §$ 1540 66% $ 1445

Tampa Electric Operating Revenues

The economy in Tampa Electric’s service area continued to grow in 2002, aided by the
region’s relatively low labor rates, attractive cost of living and affordable housing. The Tampa
metropolitan area’s employment grew slightly in 2002, in spite of the continued U.S. economic
slowdown. The local Tampa area unemployment rate rose to 4.2 percent in November 2002, up
slightly from 4.0 percent in December 2001, compared to 5.0 percent for the State of Florida and
6.0 percent for the nation. The Tampa area, with its diverse service-based economy, did not
experience the same drop in economic activities as those areas of the country with manufac-
turing-based economies. Tampa Electric experienced minimal impact by the slowdown in the
tourist industry because the areas served are not as sensitive to changes in the tourist industry
as some other areas of Florida.

Retail megawatthour sales rose 5.6 percent in 2002, primarily from increased residential and
commercial sales from higher numbers of customers, higher per-customer usage and warmer-
than-normal summer weather. Electricity sales to the lower-margin industrial customers in the
phosphate industry increased 18.2 percent in 2002 after a 10.9 percent decline in 2001. The
phosphate industry saw increased demand and improved pricing worldwide which led to
increased production in 2002. In 2001, the phosphate industry experienced a second year of a
worldwide slowdown due to overcapacity and reduced usage that contributed to temporary
facility closures during the year and the permanent closure of one phosphate processing facil-
ity. The company’s phosphate customers have indicated that they expect to vary production to
maintain stable prices in 2003. Revenues from phosphate sales represented slightly less than 3
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Residential and commercial therm sales increased from more than 4 percent customer
growth in 2002, more than offsetting mild winter weather. Therm sales to large industrial and
power generation customers also increased, primarily from significantly lower gas prices in the
first half of 2002.

Residential therm sales increased in 2001, the result of more than 4 percent customer
growth and increased per-customer usage. Commercial therm sales also increased, primarily
from increased per-customer use.

The actual cost of gas and upstream transportation purchased and resold to end-use cus-
tomers is recovered through a Purchased Gas Adjustment (PGA) clause approved by the Florida
Public Service Commission annually.

In Florida, natural gas service is unbundled for all non-residential customers, affording
these customers the opportunity to purchase gas from any provider. The net result of this
unbundling is a shift from commodity sales to transportation sales. Because commodity sales
are included in operating revenues at the cost of the gas on a pass-through basis, there is no net
financial impact to the company when a customer shifts to transportation-only sales. PGS mar-
kets its services to these customers through its “NaturalChoice” program. At year-end 2002,
9,500 customers had elected to take service under this program

Operating expenses were essentially unchanged from 2001 levels. This achievement repre-
sents significant cost reduction efforts in all areas of the company to offset the effect of the mild
winter weather.

In 2001, operation and maintenance expenses were essentially unchanged from 2000 levels,
while depreciation expense increased 8 percent, in line with the increased capital expenditures
made over the past several years to expand the system.

On June 27, 2002, PGS requested a $22.6-million annual base revenue increase. On Dec. 17,
2002, the FPSC authorized PGS to increase annual base revenues by $12.05 million. The new
rates allow for a return on equity range of 10.25 to 12.25 percent with an 11.25 percent midpoint,
which is the same as its previously allowed return on equity, and a capital structure of 57.43 per-
cent equity. The increase went into effect on Jan. 16, 2003. Since its last rate increase 10 years
ago, PGS has added more than 100,000 customers and expanded its pipeline system from 5,000
miles to 9,000 miles.

In May 2002, Gulfstreamn Natural Gas Pipeline initiated service. This interstate pipeline
starts in Mobile Bay, Alabama, crosses the Gulf of Mexico and comes ashore in Florida just south
of Tampa. Gulfstream is the first new pipeline serving peninsular Florida since 1958. This
pipeline increases gas transportation capacity into Florida by 50 percent. PGS entered into a
service agreement for capacity in 2002, which grows in 2003 and 2004. The addition of the
Gulfstream pipeline enhances reliability of service and helps to meet the capacity needs for
PGS’ growing customer base.

PGS expects increases in sales volumes and corresponding revenues in 2003, and continued
customer additions and related revenues from its expansion efforts throughout the state. These
growth projections assume continued local economic growth, normal weather and other fac-
tors. (See the Investment Considerations section.)

TECO Power Services

Net income increased almost 27 percent in 2002 to $34.1 million from higher earnings from
construction-related and loan agreements with Panda Energy International (Panda), a full year
of ownership of the Frontera Power Station and higher capacity payments due to higher prices
and generation at the Guatemalan generating units. The improved results were partially offset
by a $5.8-million after-tax charge related to the proposed sale of its minority interest in gener-
ating assets in the Czech Republic, higher operations and maintenance expense, lower energy
prices and sales from the Commonwealth Chesapeake Station and higher financing costs.

Net income increased 18 percent in 2001 to $26.9 million from higher earnings from the
Hamakua, Commonwealth Chesapeake, and Guatemalan generating stations and higher
returns on TPS’ investment through Panda in the Texas Independent Energy (TIE) projects. The
improved operating performance was partially offset by weak results at the Frontera Station,
which was acquired in March 2001, due to low power prices in the Texas market; increased
financing costs; higher development costs; and a $6.1-million after-tax valuation reserve recog-
nized in connection with the sale of TPS’ minority interest in EGI, which owns small generating
projects in Central America.

Summary of Operating Results

(millions) 2002 Change 2001 Change 2000
Revenues $309.8 79%  $287.1 44.2% $199.1
Operations, maintenance and A&G 73.1 8.9% 67.1 24.3% 54.0
Purchase power pass through 31.1 4.4% 29.8 -1.0% 30.1
Depreciation 28.1 -1.1% 284 53.5% 18.5
Taxes, other than income 8.4 15.1% 7.3 135.5% 3.1
Non-fuel operating expenses 140.7 6.1% 132.6 25.4% 105.7
Fuel 118.6 8.1% 109.7 60.9% 68.2
Total operating expense 259.3 7.0% 2423 39.3% 173.9
Operating income $ 505 127%  $ 4438 77.8% $ 252
Net income $ 34.1 26.8% $ 269 18.0% $ 228
Generation

Megawatt hours (thousands) 3,411 10.4% 3,089 89.2% 1,633

Increases in energy generation reflect incremental new capacity coming into service either
in phases or part year in 2000 and 2001 or acquired in 2001 with full year results reflected in
2002. Increases in operations, maintenance and administrative and general (A&G) expenses
reflect the increased manpower and facilities and a full year of operations of the energy mar-
keting and management group. Increases in these expenses over the three-year period reflect
the increased size of the generating portfolio, which increased from three operating plants in
January 2000 to five at Dec. 31, 2002.

Increases in income and operating expenses related to the Union and Gila River power sta-
tions in 2003 and 2004 are expected 1o be reflected in TPS financial results on a net basis assum-
ing these facilities continue to be accounted for as unconsolidated attiliates. (See the Off-
Balance Sheet Financing section.) However, operations, maintenance and A&G expenses are
expected to increase because of increased staffing in the energy marketing and management
group related to these two plants.
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= excess of $50 miltion. TECO Energy’s amg-s.om?ﬁa ratio atDec. 3L 2002 was 55.9 percent and more structured {fransactions.
5 its EBITDA/ interest ratio was 3.6 times. 1n 2001, TPS activated it TECO EnergySource (TES) subsidiary © enter into power market-
W n March 2001, TPS acquired the Fronterd Ppower Station ocated near McAllen, Texas- This ing and fuel EoQ:mBmE transactions for the jonger-term contracts. Tnitiatly, TPS retained
2 477-megawatt, natural mmm-w:mP ncacﬁma-nﬁ_m plant, began 835:3.2&@ operation in power marketers, such as Aquila for the Uniont and Gila River power stations, 10 Imarket the out-
= May 2000 and has 2 150-megawatt frapsission connection 10 the Federal Electricity put Eﬁiwa for the spot market. Aquilahas decided 10 exit the power marketing business and
Z Commission of Mexico. 1D the second and third quarters of 2002, the facility sold energy and TPS intends 10 agsume full 8%03.&.&& for the output marketing and fuel ?anmBmE trans-
o ancillary services {0 the Electiic Reliability Council of Texas (ERCOT). During the fourth quar- actions. TES is actively seeking both short- and long-term contracts with purchasers for the
& ter the facility Qoﬁama ﬁzmg_.i\acmvas (RMR) ervices under contract to ERCOT. Since the output from the Union and Gila River power stations and the Frontera Power Station.
rNu RMR contract was not renewed for the first quarter of 2003, the plant was shut down for sched- TES 18 contracting o purchase or supply electricity and natural gas, cnaaf at wﬁmamma
- uled maintepance: The first quarter is expected 10 have lower o@coﬂ:_:&mm than other quar- delivery points and mvmn._mmg future dates (e fixed-price forward sales and purchase con-
< texs for sales 10 ERCOT, Mexico of other customers due to weather. (racts). Insome cases TESi8 utilizing financial instruments guch as futures and coniracts trad-
= n Eebruary 1999, TPS invested in EG1, a company with energy interests in L atin America. n ed on the NYMEX and swaps and other types of financial instruments traded in the over-the-
cm the first quarter 2001, TPS recognized 3 $6.1-million after-tax charge a5 part of the sale of it counter MArkets 1o manage its exposure {0 electricity and natural g3s price fluctuations.
,%TL interest in EGL TPS no longer has any gwnership interest in EGL The use of these types of contracts allows TPS to manage and hedge its coniractual com”
mitments and to reduce its exposure relative to the volatility of spot market prices- TPS and
Energy Markets TES' use of futures, options, swaps of other financial jnstruments was minimal in 2002 due 10
The power plants that TPS s operating and constructing are jocated in markets with histo- the low volume of energy sales-
vy of high load growth. However, the mmsmz; . S, ecOnOMic slowdown in 2001 and 2002 slowed TPS normally balances its fixed-price @E@S_ and financial fue) purchase and energy sales
the growth in demand for power in some of these markets. In addition, the slowdown of elec- contracts in terms of contract volumes and the timing of performance and delivery obligations.
ricity deregulation initiatives across the United States, including the markets that TPpS will be Netopen positions may exist for short periods dueiothe origination of new trapsactions. when
serving, caused by the gailure of deregulation in California, has allowed the (raditional, incum- net open positions exist, TpSwill be exposed {0 fluctuating market prices- All fuet purchase and
bent utilities 1 continue © operate older, less efficient mmsﬁmnnm facilities in lied of ccnn:mm.ﬁm energy sales contracts and open positions are monitored closely by the TRCO Enefgy risk man-
power from pewer, MoTe efficient independent power plants. These factors have combined with agement function, which is independent of the TPS’ energy management group-
aggyessive plans by the independent power industry © add merchant power facilifies o CAUSE 1n addition 0 price fisk, credit risk is inherent in TPS energy risk management activities.
excess mmamamsm capacity that is etther being built of has come on line in many markets. This The marketing business may be Q%o%a 1o counterparty credit risk from a counterparty not
excess supply has am?mmmma both spot and forward wholesale power prices. Based on current fulfilling its obligations. Credit policies and procedures, administered by TECO Energy: attempt
forward cCurve prices ¥or 2003, the combined returns for the Union and Gila River power stations to limit overall credit risk. The credit procedures jnclude a {horough review of mopmﬂ&& coun-
are expected 0 be below earnings break-evemn but are anticipated 10 pe close 10 covering cash terparties financial position, collateral requirements under certain circumstances, monitoring
costs. If cash costs are not covereds the non-recourse project finance lenders are required to net exposure 10 each counterparty and the usé of mﬂm:nﬁ&ng mmammam:a.
fund the payments of these costs with additional non-recourse debtup to $80 million through TPSis currently not required to post cash collateral for fuel purchases 0f asa counterparty
a debt-service reserve. The forward curve prices represent the market price for on-peak enersy for energy sales. n the event of aTECO Energy credit downgrade 10 non-investment grade, TPs
that a seller would expect to receive if future energy was sold today: The forward curve for elec- would be required t0 post cash collateral for energy management activities. Dec- 31,2002 posi-
tricity prices reflects the price for energy thatis deliveredon @ standard schedule. Because TPS tions would require the posting of $9.3 million of cash collateral in the eventofa downgrade-
assets canbe dispatched withsome flexibility and sales of ancillary seyvices are possible, the for- Significant factors that could influence results at TPS include construction of its new pro-
ward curve price may understate the realized price Of profit margin. jects on schedule and on budgeb energy prices in its markets, {he ability to earn a premium
gtudies by numerous outside groups: such as Cambridge Boergy Research Associates, above forward curve prices, weather domestic eCONOMIC conditions and commodity price
Standard & Poor’s and others, present conflicting outlooks on PoWer price :5?983@2. Some changes. (5e€ the Investment Considerations section.)
experts indicate that 2003 should pe the low point for power prices while others indicate that
power prices may remain low beyond 2004. Continued 10w power prices for the output from %ﬁ.ﬁ@ %ﬁ%@@@g

Tps merchant plants In 2004 would decrease net income at TPS from 2003 levels, and could

require cash payments 10 cover any fixed costs of the plants not covered by the project debt- Net income declined 24 percent in 2002 to $21.0 million, compared With $27.6 million 0

service reserves of cash mmsﬁ,w:& at the projects. 2001. TECO Transports results reflect continued weakness in the U.S. economy as low levels of
TPS' ultinate Jong-term stratesy for selling the output of these plants is to enter into three- _Eﬁonm.g raw materials qmacmwa northbound Vet shipments and drove pricing fower for all
o five-year contracts with load serving entities, or ulimate customers where it is allowed, for river shipments- These conditions also nma.cnma volumes om.mm:o—msa ,..me and steel-related
up t0 50 percent of the output of the plants- Tps would contract another 25 percent of the out- product volumes through the transfer terminal. These conditions combined to MOr€ than off-

set increased acean-going phosphate shipments and lower yepair and fuel costs.
Net income declined 6 percent in2001. Increased cro%r.&m and other product shipments,
higher revenue from outside services at TECO Barge Line, and loweT fuel prices were more than
offset by lower U.s. moéEEmE grain program shipments, higher costs ?5512 retated t0
depreciation, and lower shipments of steel-related products handled by TECO Bulk Terminal.
Resulis for 2000 incinded an after-tax gain of %on._aunmz $1.5 miltion associated with the
disposition ofan ocean-going asset.

After a late start toUS. moéEBmE grain shipments {n 2002, volume and pricing improved
in the fourth quarter. The patierd of an intense put short annual period for moving grain ship-

put in the shorter 1erm (less than one-year market) with the remaining 25 percent sold in the
spot imarket. In the meantime, until longer-term contracts can be signed, TPS is selling the out-
put of these plants under a mix of spot rmarket sales and shorter-term transactions. The short-
er-term {ransactions ar¢ primarily forward sales of on-peak enersy at prices reflective of current
forward curves. TECO Energy’s policy is to balance power contract commitments with neces-
sary purchases of natural gas 50 as 1o know the Margins for such sales at the time of commmit-
ment. These sales usually do not include the yalue for capacity payments, ancillary services,
&%M:n:mgsé and the premitm associated with owning physic assets. These incremental
value components ar¢ often captured in the spot marketat the time of cE\m_nm_ salesor through
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ly by delaying indefinitely generation projects that were not yet under construction for TPS and
Tampa Electric, including the Bayside Units 3 and 4 repowering projects announced in the fall
of 2001.

In September 2002, the company announced additional plans to meet its 2003 construction
commitments without raising incremental debt, identifying a total amount required of $300 mil-
lion. By the end of 2002, the company had completed 70 percent of its $900 million target by:
1) reducing by $250 million capital spending projections (which included amounts higher than
earlier estimates); 2) selling the TECO Coalbed Methane gas assets for $140 million, with $42 mil-
lion received in December and the remainder received in January 2003; 3) realizing $55 million
of cash from repatriation and additional cash from non-recourse-financing of the Guatemalan
generating assets; and 4) raising $207 million from the sale of common equity in October.

Tampa Electric has signed a letter of intent for the sale of its gasifier unit, and TECO Coal is
continuing discussions with potential buyers of interests in its synthetic fuel production facili-
ties. Completion of these activities, which will complete the 2003 funding plan, is expected late
in the first quarter or early in the second quarter of 2003.

Estimated cash needs for 2003 include capital spending of $727 million for normal renewal
and replacement capital as well as project commitments of Tampa Electric and TPS, including
$375 million related to payment of the Union and Gila River projects equity bridge loan. (See
the Summary of Contractual Obligations section.) Long-term debt maturities of $127 million
are due in 2003, and a bank term loan of $350 million matures in November. TECO Energy
expects to rely on cash on hand and internally generated cash from operations and from asset
sales to fund these cash needs and the payment of dividends to shareholders. (See the Bank
Credit Facilities and Covenants in Financing Agreements sections.) Based on its cash flow
forecasts, the company expects to have at least $600 million of cash and capacity under the
bank credit facilities at the end of the first, second and third quarters of 2003 and, if it renews its
bank facilities in full, at the end of 2003.

The company has identified in this Management’s Discussion & Analysis (including in
Investment Considerations), several factors that could cause its operating cash flow to be lower
than forecasted. One of these factors is the margins the company may realize for production
from its merchant power facilities. Because of the company’s expansion in the merchant power
business, the company’s cash flow has become increasingly dependent upon power margins.

TECO Energy has not made a contribution to its defined benefit pension plan since the 1995
plan year because investment returns have been more than sufficient to cover liability growth.
Negative stock market returns over the past three years have reduced the over-funding of the
defined benefit plan. Based on plan asset values at Jan. 1, 2003, it is estimated that TECO Energy
will be required to make a $15 million contribution to its defined benefit plan in September
2004. (See Note K, to the Consolidated Financial Statements.)

Bank Credit Facilities

At Dec. 31, 2002, TECO Energy had a bank credit facility of $350 million, and Tampa Electric
had a bank credit facility of $300 million, with maturity dates of November 2004 and November
2003, respectively. Both were undrawn at Dec. 31, 2002, except for outstanding letters of credit
under the TECO Energy facility. In November 2002, TECO Energy converted another $350 mil-
lion bank credit line then in effect into a one-year term loan due November 2003. TECO Energy
expects to have discussions with the bank-lending group with the objective of renewing the
facility before the loan matures.

The TECO Energy bank credit facility maturing November 2004 includes a $250 million sub-
limit for letters of credit capacity. At Dec. 31, 2002, $180 million of letters of credit were out-
standing against that line, primarily related to the construction of the Union and Gila River
power stations. These letters of credit of $62 million and $88 million for Union and Gila River,
respectively, were replacements for the letters of credit posted by Enron and drawn by the
TPS/Panda joint venture following Enron’s bankruptcy filing. In addition, at Dec. 31, 2002,
TECO Energy and its subsidiaries had $5 million of letters of credit outside of its bank credit line
facility outstanding. (See the Covenants in Financing Agreements section.)

The Tampa Electric bank credit facility requires commitment fees of 15 basis points, and
drawn amounts are charged interest at LIBOR plus 85-97.5 basis points at current credit ratings.
The TECO Energy credit facility requires commitment fees of 15-20 basis points and drawn
amounts incur interest expense at LIBOR plus 35-60 basis points at current credit ratings. TECO
Energy expects that the cost of its facility will increase upon renewal.

The September 2002 downgrade by Standard & Poor’s Ratings Service (S&P) of TECO
Energy’s commercial paper program to A-3 eliminated TECO Energy’s access to the commercial
paper market. Tampa Electric continues to have access to the commercial paper market with
its A2/P1/F2 rated commercial paper program and had $11 million of commercial paper out-
standing at Dec. 31, 2002. The lack of access to the commercial paper market has caused TECO
Energy to utilize its bank credit facilities for short-term borrowing needs.

Credit Ratings/Senior Unsecured Debt

Fitch Moody's Standard & Poor’s
Tampa Electric A~ A2 BBB
TECO Finance / TECO Energy BBB Baa2 BBB-

In September 2002, Moody’s Investor Services, Inc. (Moody’s), S&P and Fitch Investor
Services, Inc (Fitch). lowered the ratings on the senior unsecured debt securities of TECO
Energy, TECO Finance and Tampa Electric. The outlook assigned to TECO Energy by Moody's
and S&P is negative while the outlook assigned by Fitch is stable. The ratings actions were
attributed to increased debt levels and the changing risk profile associated with the expansion
of TECO Energy’s investment in merchant generation facilities through TPS, as well as the
required capital outlays of Tampa Electric, the outlook for low power prices in the merchant
energy sector and the negative impacts on earnings and cash flow, and the additional risks and
obligations undertaken by TECO Energy with respect to the Union and Gila River power sta-
tions. These downgrades followed downgrades in 2001 and 2000 by all of the rating agencies
due to the changing risk profile of TECO Energy related to the increased emphasis on merchant
power.

These downgrades and any future downgrades may affect TECO Energy’s ability to borrow
and may increase financing costs, which may decrease earnings. TECO Energy’s interest
expense is likely to increase when maturing debt is replaced with new debt with higher interest
rates due to the lower credit ratings.

Summary of Contractual Obligations

The following table lists the obligations of TECO Energy and its subsidiaries for cash pay-
ments to repay debt, lease payments and unconditional commitments related to capital expen-
ditures. This table does not include contingent obligations discussed in the following table.

Contractual Obligations

Payments Due by Period

(millions) Total 2003 2004 2005-2007  After 2007
Long-term debt $3,426.1 $ 101.8 $ 319 $1,0489 $2,2435
Capital lease obligation 253 253 — — —
Operating leases/rentals 230.4 278 269 63.0 112.7
Unconditional purchase

obligations/commitments® 563.0 461.6 414 60.0% —
Other long-term obligations® 649.1 — — 449.1 200.0
Total contractual obligations $4,893.9 $ 6165 $100.2 $1,621.0 $2,556.2

(1) Includes the expected repayment of $375 million on the TECO Energy guaranteed equity bridge loan at
TPS for the construction of the Union and Gila River power stations.

{2) Includes the expected redemption of company preferred securities held as assets of TECO Capital Trusts
land IL

(3) TPS’ obligation to purchase Panda's interest in the Union and Gila River power stations in 2007, unless
Panda buys out that purchase agreement in advance. (See the TECO Power Services — Construction
Activities section.)
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ceeds from asset sales, to be $727 million for 2003, $335 million for 2004 and $916 million dur-
ing the 2005-2007 period. TECO Energy’s funding plan for these expenditures includes the asset
sales described in the Strategy and Outlook section.

For 2003, Tampa Electric, electric division, expects to spend $232 million consisting of $78
million for the repowering project at the Gannon Station and $154 million to support system
growth and generation reliability. At the end of 2002, Tampa Electric had outstanding commit-
ments of about $119 million for the Gannon Power Station repowering project. Tampa Electric’s
total capital expenditures over the 2004-2007 period are projected to be $841 million, including
$67 million for the repowering project and $141 million for compliance with the Environmental
Consent Decree. (See the Environmental Compliance section.)

Capital expenditures for PGS are expected to be about $40 million in 2003 and $160 million
during the 2004-2007 period. Included in these amounts are approximately $25 million annu-
ally for projects associated with customer growth and system expansion. The remainder repre-
sents capital expenditures for ongoing renewal, replacement and system safety.

TPS expects to invest $424 million in 2003 primarily for the completion of the Union and Gila
River power stations. These investments include $375 million to repay the outstanding amounts
due under the project company’s equity bridge loan guaranteed by TECO Energy, which is

expected to be repaid in three $125 million installments in the second, third and fourth quarters.

The other unregulated companies expect to invest $31 million in 2003 and $160 million dur-
ing the 2004-2007 period. Included in these amounts is normal renewal and replacement cap-
ital including coal mining equipment.

Financing Activity

TECO Energy’s 2002 year-end capital structure, excluding the effect of unearned compensa-
tion, was 53.7 percent debt, 9.1 percent company preferred securities and 37.2 percent com-
mon equity. TPS typically finances its power projects with non-recourse project debt.
Excluding this non-recourse debt of $232.4 million, the year-end capital structure was 52.1 per-
cent debt, 9.4 percent company preferred securities and 38.5 percent common equity.

In 2002, TECO Energy was active in the debt and equity capital markets raising $1 billion
through the sale of equity or equity-linked securities and issuing $1.8 billion of debt to refinance
$788 million of maturing debt, to refinance $162 million of higher-cost debt, to reduce short-
term borrowing by $278 million and to fund capital investments at the operating companies.
These transactions and financings in 2002 and 2001 are detailed in the following table.

Net Proceeds
Date Security Company (millions) Coupon Use
Dec. 2002 7-year non-recourse bank loan TECO Power Services $30 6% Refinance Alborada Power Station and general corporate purposes
Nov. 2002 5-year notes TECO Energy $352 10.5% Repay short- and long-term debt, and general corporate purposes
Oct. 2002 Common equity TECO Energy $207 — Repay short-term debt
Aug. 2002 5-year notes Tampa Electric $149 5.375% Repay maturing long-and short-term debt, and general corporate purposes
Aug. 2002 10-year notes Tampa Electric $394 6.375% Repay maturing long-and short-term debt, and general corporate 