TECO Energy reports second-quarter results
Company Maintains 2014 earnings-per-share guidance
TAMPA, July 31, 2014
TECO Energy, Inc. (NYSE:TE) today reported second-quarter 2014 net income of $58.4
million, or $0.27 per share, compared with $51.4 million, or $0.24 per share, in the second
quarter of 2013. Net income from continuing operations was also $58.4 million in the 2014
second quarter, compared with $51.6 million, or $0.24 per share, for the same period in
2013.
Second-quarter non-GAAP results from continuing operations, which exclude $2.7 million of
costs associated with the pending acquisition of New Mexico Gas Co. (NMGC), were $61.1
million, or $0.28 on a per-share basis, compared with $53.4 million, or $0.25 on a per share
basis in 2013.
Year-to-date net income was $108.5 million, or $0.50 per share, compared with net income
of $92.9 million, or $0.43 per share in the 2013 period. Net income from continuing
operations was $105.4 million or $0.49 per share, compared with $92.8 million or $0.43 per
share in the 2013 period.
The 2014 benefit of $3.1 million reported in discontinued operations was related to the
favorable resolution of an indemnification provision associated with the 2012 sale of TECO
Guatemala.
Year-to-date non-GAAP results from continuing operations, which exclude $4.8 million of
costs associated with the pending acquisition of NMGC, were $110.2 million, or $0.51 on a
per-share basis, compared with $94.6 million, or $0.44 on a per-share basis in 2013.
TECO Energy President and Chief Executive Officer John Ramil said, “We continue to
deliver strong financial performance this year, as we make significant progress toward
closing our New Mexico Gas Co. acquisition. The Tampa and Florida economies continue to
grow and, as a result, both Tampa Electric and Peoples Gas are enjoying strong customer
growth. Despite the railroad tunnel fire early in the second quarter and weak coal markets,
TECO Coal’s lower cost of production essentially offset the lower selling prices to achieve
break-even operating results.
“We successfully completed the permanent financing for our purchase of NMGC in very
favorable markets this month,” Ramil added. “In June, the hearing examiner recommended
approval of our settlement agreement by the New Mexico Public Regulation Commission,
and we expect the commission’s final decision soon. We look forward to concluding this
process and integrating NMGC into the TECO Energy family.”

Non-GAAP Results
Non-GAAP results in the second quarter and year-to-date periods of 2014 exclude costs
associated with the pending acquisition of NMGC.

The table below compares the TECO Energy GAAP net income with the non-GAAP
measures used in this release. Non-GAAP results exclude charges and gains contained in
the Results Reconciliation table later in this release. See the Non-GAAP
Presentationsection and Results Reconciliation table later in this release for reconciliation
to GAAP results and a discussion regarding this presentation of non-GAAP results and
management’s use of this information.
All amounts included in the non-GAAP discussion below are after tax, unless otherwise
noted.
Results Comparisons

3 months ended
June 30

6 monthsended
June 30

12 monthsended
June 30

(millions)

2014

2013

2014

2013

2014

2013

Net income

$ 58.4

$ 51.4

$108.5

$92.9

$213.2

$182.0

Discontinued operations

--

(0.2)

3.1

0.1

2.8

(46.6)

Net income from continuing
operations

58.4

51.6

105.4

92.8

210.4

228.6

Costs associated with the
acquisition of NMGC

2.7

1.8

4.8

1.8

9.2

1.8

Non-GAAP Results from
continuing operations

$61.1

$ 53.4

$110.2

$94.6

$219.6

$230.4

Segment Reporting
The table below includes TECO Energy segment information on a GAAP basis, which
includes all charges and gains for the periods shown.
Segment Information

(millions)

3 monthsended
June 30

6 monthsended
June 30

12 monthsended
June 30

Net Income Summary

2014

2013

2014

2013

2014

2013

Tampa Electric

$62.2

$50.6

$107.4

$82.4

$215.9

$192.1

Peoples Gas System

7.5

7.9

22.1

21.7

35.1

35.8

TECO Coal

0.8

0.7

(0.8)

3.7

4.5

31.9

Parent & other

(12.1)

(7.6)

(23.3)

(15.0)

(45.1)

(31.2)

Net income from continuing
operations

58.4

51.6

105.4

92.8

210.4

228.6

Discontinued operations

--

(0.2)

3.1

0.1

2.8

(46.6)

Total net income attributable
to TECO Energy

$58.4

$51.4

$108.5

$92.9

$213.2

$182.0

All amounts included in the operating company discussions below are after tax, unless
otherwise noted.
Tampa Electric
Tampa Electric’s net income for the second quarter of 2014 was $62.2 million, compared
with $50.6 million for the same period in 2013. Results for the quarter reflected the benefits
of the rate case settlement effective Nov. 1, 2013, a 1.7% higher average number of
customers, higher energy sales primarily due to customer growth, and $0.8 million lower
earnings on assets recovered through the Environmental Cost Recovery Clause (ECRC) due
to a lower current weighted average cost of capital, which includes the lower return on equity
(ROE) in the 2013 rate case settlement. Results reflected lower operations and maintenance
expenses, partially offset by higher depreciation expense. Second-quarter net income in
2014 included $2.1 million of Allowance for Funds Used During Construction (AFUDC)
equity, which represents allowed equity cost capitalized to construction costs, compared with
$1.4 million in the 2013 quarter.
Total degree days in Tampa Electric's service area in the second quarter of 2014 were 4%
below normal, and 6% below the 2013 period. Although the total degree day comparisons
indicate milder than normal weather, the pattern of periods of warm and dry weather,
especially later in the quarter, contributed to higher energy sales. Total net energy for load,
which is a calendar measurement of retail energy sales rather than a billing-cycle
measurement, increased 0.8% in the second quarter of 2014 compared with the same period
in 2013. In the 2014 period, pretax base revenues were almost $17 million higher than in
2013, including approximately $15 million of higher revenue as a result of the 2013 rate case

settlement. (The quarterly energy sales shown on the statistical summary that accompanies
this earnings release reflect the energy sales based on the timing of billing cycles, which can
vary period to period.) Sales to residential customers increased primarily from customer
growth. Sales to commercial and non-phosphate industrial customers increased due to the
improving economy. Sales to lower-margin industrial-phosphate customers decreased as
self-generation by those customers increased.
Operations and maintenance expense, excluding all Florida Public Service Commission
(FPSC)-approved cost-recovery clauses, was $1.6 million lower than in the 2013 quarter,
reflecting $1.7 million of higher cost to operate and maintain the generating system and
higher employee-related costs more than offset by a $1.2 million benefit from the elimination
of the storm damage accrual as a result of the 2013 rate case settlement, almost $1.0 million
lower pension expense and lower self-insurance reserves. Depreciation and amortization
expense increased $0.5 million in 2014, primarily as a result of normal additions to facilities
to reliably serve customers, partially offset by approximately $1.0 million of lower
amortization on software due to the change in expected useful life for software in the 2013
rate case settlement.
Year-to-date net income was $107.4 million, compared with $82.4 million in the 2013 period,
driven primarily by the benefits from the 2013 rate case settlement, 1.7% higher average
number of customers, higher energy sales from customer growth, more favorable weather
and a stronger economy and lower operations and maintenance expenses, partially offset by
higher depreciation expense, and $1.6 million lower earnings on assets recovered through
the ECRC. Year-to-date net income in 2014 included $4.4 million of AFUDC equity,
compared with $2.5 million in the 2013 period.
Year-to-date total degree days in Tampa Electric's service area were 3% below normal, and
2% below the prior year-to-date period. Pretax base revenue was almost $39 million higher
than in 2013, including approximately $28 million of higher revenue as a result of the 2013
rate case settlement. In the 2014 year-to-date period, total net energy for load was 1.5%
higher than the same period in 2013. Higher energy sales were driven by the same factors
as the quarterly sales, and winter weather that was colder than in 2013.
Operations and maintenance expenses, excluding all FPSC-approved cost-recovery clauses,
decreased $1.8 million in the 2014 year-to-date period, reflecting the same factors as in the
second quarter. Compared to the 2013 year-to-date period, depreciation and amortization
expense increased $2.5 million, reflecting additions to facilities to serve customers, partially
offset by approximately $2.0 million of lower amortization on software due to the change in
expected useful life for software in the 2013 rate case settlement.
Peoples Gas
Peoples Gas System reported net income of $7.5 million for the second quarter, compared
with $7.9 million in 2013. Average customer growth was 1.8% in the quarter, and therm sales
to residential customers decreased as a result of mild spring weather. Second-quarter results
in 2014 reflected slightly higher general non-fuel operations and maintenance expense
driven by higher employee-related costs. Depreciation and amortization increased slightly
due to normal additions to facilities to serve customers, partially offset by a change in
software amortization similar to Tampa Electric’s discussed above. Sales to powergeneration customers and off-system sales decreased due to two power generators not
operating and new participants in the off-system sales market.

Peoples Gas reported net income of $22.1 million for the year-to-date period, compared with
$21.7 million in the same period in 2013. Results reflect a 1.7% higher average number of
customers, and higher therm sales to residential and commercial customers due to morenormal winter weather and improving economic conditions. Sales to power generation
customers and off-system sales decreased due to the same reasons as in the second
quarter. Non-fuel operations and maintenance expense increased $0.6 million compared to
the 2013 period, driven by the same factors as in the second quarter partially offset by a first
quarter of 2014 recovery of $1.6 million of costs incurred in connection with a 2010 outage
incident.
TECO Coal
TECO Coal reported second quarter net income of $0.8 million on sales of 1.5 million tons,
compared with net income of $0.7 million on similar sales volumes in the same period in
2013. In 2014, second-quarter results reflect an average net per ton selling price, excluding
transportation allowances, of $80, more than $5 lower than in 2013. In the second quarter of
2014, the all-in total per-ton cost of sales was $80, compared with almost $86 in the 2013
period. Second quarter costs include an approximately $0.30 per ton negative impact of
incremental transportation costs due to a tunnel fire on the railroad serving the Premier
Elkhorn mining complex. These costs are expected to be recovered from the railroad in a
future quarter. TECO Coal recorded a $0.7 million income tax benefit in the second quarter
of 2014 that included a $0.8 million tax depletion benefit, compared with a $1.0 million tax
benefit that included a $0.8 million tax depletion benefit in the 2013 period.
TECO Coal recorded a 2014 year-to-date loss of $0.8 million on sales of 2.8 million tons,
compared with net income of $3.7 million on similar sales volumes in the 2013 period. The
2014 year-to-date average net per-ton selling price was almost $80, compared with $87 in
2013. The all -in total per-ton cost of sales was $81, compared with almost $87 in 2013.
TECO Coal recorded a $2.9 million income tax benefit in 2014, which included a $1.5 million
tax depletion benefit, compared with a $1.0 million income tax benefit in the 2013 period.
Parent & other
The cost from continuing operations for Parent & other in the second quarter of 2014 was
$12.1 million, compared with a cost of $7.6 million in the same period in 2013. The nonGAAP cost from continuing operations for Parent & other in 2014 was $9.4 million, compared
with a cost of $5.8 million in 2013. Non-GAAP costs in 2014 excluded $2.7 million of costs
associated with the pending acquisition of NMGC, compared with $1.8 million of NMGC
related costs in 2013. Results in 2014 reflect lower results at the smaller unregulated
companies reported in Parent & other and less favorable tax adjustments compared to 2013.
The 2014 year-to-date cost from continuing operations was $23.3 million, compared with
$15.0 million in the 2013 period. The non-GAAP cost from continuing operations for Parent &
other was $18.5 million in 2014, which excluded $4.8 million of NMGC acquisition-related
costs, compared with $13.2 million in 2013, which excluded $1.8 million of NMGC
acquisition-related costs. Cost drivers in the 2014 year-to-date period were the same as in
the second quarter.
Maintaining 2014 Guidance from Continuing Operations with Expected Third Quarter
NMGC Closing

TECO Energy expects the Florida regulated utility operations, net of Parent & other, to
deliver earnings in a range between $1.00 and $1.05 in 2014, and expects consolidated
2014 earnings from continuing operations, excluding any non-GAAP charges or gains, in a
range between $0.95 and $1.05. We now expect that the above 2014 guidance will be
unchanged, by the effects of the acquisition-related financing activities and NMGC’s
expected seasonally positive financial results for the remainder of 2014, assuming that the
NMGC acquisition closes later in the third quarter.
TECO Energy expects earnings in 2014 to be driven by the factors discussed below.
Tampa Electric expects to earn in the middle of its authorized allowed ROE range of 9.25%
to 11.25%, driven by approximately $50 million of higher base revenues in 2014 as a result
of its September 2013 rate case settlement agreement. Based on year-to-date experience, it
now expects slightly higher average customer growth of 1.6% and total retail energy sales
growth about 0.5% lower than customer growth due to lower average customer usage.
Operations and maintenance expenses are expected to be lower than 2013 actual amounts
due to lower employee-related costs, lower storm-damage expense accruals and lower
pension expense driven by higher discount rate assumptions, partially offset by increased
expenses to operate the system and reliably serve customers. Depreciation expense is
expected to be higher due to normal additions to facilities to serve customers.
Peoples Gas expects to continue to earn above the middle of its allowed ROE range of
9.75% to 11.75% from moderate customer growth, in line with the trends experienced in
2013. It also expects to benefit from continued interest from customers utilizing petroleum
and other fuel sources to convert to natural gas due to the attractive economics.
The expectations for both Tampa Electric and Peoples Gas assume normal weather for the
remainder of 2014.
TECO Coal expects 2014 sales of about 6.0 million tons, reflecting almost 70% specialty
coal. Almost 90% of the expected second half sales tons are committed and priced, with the
remainder subject to quarterly met coal price adjustments based on Asian benchmark prices.
At prices currently being paid for its products, about $80 per ton, TECO Coal expects to be
about earnings breakeven for the year, and cash-flow positive. However, the most recent
quarterly Asian benchmark price was set at levels below the level at which TECO Coal’s
current prices were set. The all-in cost of sales is expected to be in a range between $79 and
$83 per ton. The cash cost of sales, which excludes depreciation and allocated interest, is
expected to be about $7 per ton below the all-in cost. In 2014, TECO Coal expects to
continue to record tax depletion tax benefits.
New Mexico Gas Co. Acquisition
As previously disclosed, TECO Energy must obtain approval for the acquisition from the New
Mexico Public Regulation Commission (NMPRC) prior to closing the transaction. On May 14,
2014, TECO Energy reached a settlement agreement with the New Mexico Industrial Energy
Consumers, which represents large customers of NMGC, and the New Mexico Attorney
General’s office, which represents New Mexico residential and small business customers,
with regards to the NMGC acquisition. The NMPRC staff did not oppose the settlement, and
on June 30, 2014, the NMPRC hearing examiner issued a certification of stipulation
recommending that the NMPRC approve the transaction and related matters. The NMPRC

still must decide whether the settlement is in the public interest and whether to approve the
acquisition. A decision is expected in the third quarter of 2014.
Non-GAAP Presentation
Management believes it is helpful to present a non-GAAP measure of performance that
reflects the ongoing operations of TECO Energy’s businesses and that 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 non-GAAP measures as a tool for measuring
the company’s performance, for making decisions that are dependent upon the profitability of
the company’s various operating units, and for determining levels of incentive compensation.
The non-GAAP measures of financial performance used by the company are not measures
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 the company’s financial performance or liquidity. TECO Energy’s non-GAAP presentation
of net income may not be comparable to similarly titled measures used by other companies.
The Results Reconciliation table below presents non-GAAP financial results after
eliminating the effects of identified charges and gains. This provides investors additional
information to assess the company’s results and future earnings potential.
Results Reconciliation

3 months
ended June 30

6 months
ended June 30

12 months
ended June 30

2014

2013

2014

2013

2014

2013

GAAP net income attributable
to TECO Energy

$58.4

$51.4

$108.5

$92.9

$213.2

$182.0

Discontinued operations

--

(0.2)

3.1

0.1

2.8

(46.6)

Net income from continuing
operations

58.4

51.6

92.8

210.4

228.6

Add costs associated with the
acquisition of NMGC

2.7

1.8

4.8

1.8

9.2

1.8

$61.1

$53.4

$110.2

$94.6

$219.6

$230.4

(millions)

Non-GAAP results

(1)

105.4

(1) 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,
from the most directly comparable GAAP measure.
Webcast
As previously announced, TECO Energy will host a webcast with the investment community
to discuss its quarterly results and outlook for the remainder of 2014 at 9:00 a.m. Eastern
time today. The webcast will be accessible through a link on TECO Energy’s
website: www.tecoenergy.com. The webcast and accompanying slides will be available for
replay for 30 days through the website, beginning approximately two hours after the
conclusion of the live event.
TECO Energy Inc. (NYSE: TE) is an energy-related holding company. Its principal
subsidiary, Tampa Electric Co., is a regulated utility in Florida with both electric and gas
divisions (Tampa Electric and Peoples Gas System). Tampa Electric serves more than
700,000 customers in West Central Florida, and Peoples Gas serves more than 350,000
customers in most of Florida’s major metropolitan areas and beyond. TECO Energy’s other
subsidiaries include TECO Coal, which owns and operates coal-production facilities in
Kentucky, Tennessee and Virginia.
Note: This press release contains forward-looking statements, which are subject to the
inherent uncertainties in predicting future results and conditions. Actual results may differ
materially from those forecasted. The forecasted results are based on the company's current
expectations and assumptions, and the company does not undertake to update that
information or any other information contained in this press release, except as may be
required by law. Factors that could impact actual results include: regulatory actions by
federal, state or local authorities, including the required approval by the New Mexico Public
Regulation Commission for the acquisition of NMGC; the risk that the transaction to acquire
NMGC may be delayed, may be consummated on less favorable terms than originally
expected, or not be consummated at all; unexpected capital needs or unanticipated
reductions in cash flow that affect liquidity; the ability to access the capital and credit markets
when required; general economic conditions affecting energy sales at the utility companies;
economic conditions, both national and international, affecting the Florida economy and
demand for TECO Coal’s production; costs for alternate fuels used for power generation
affecting demand for TECO Coal’s thermal coal production; operating costs and
environmental or safety regulations affecting production levels and margins at TECO Coal;
weak demand and market pricing conditions affecting the value of TECO Coal’s facilities and
coal reserves; weather variations and customer energy usage patterns affecting sales and
operating costs at the utilities and the effect of weather conditions on energy consumption;
the effect of extreme weather conditions or hurricanes; general operating conditions; input
commodity prices affecting cost at all of the operating companies; natural gas demand at the
utilities; and the ability of TECO Energy's subsidiaries to operate equipment without undue
accidents, breakdowns or failures. Additional information is contained under "Risk Factors" in
TECO Energy, Inc.'s Annual Report on Form 10-K for the period ended Dec. 31, 2013, and
as updated in subsequent filings with the SEC.

Summary Information (as of June 30, 2014)

Three
MonthsEnded

Six Months Ended

Twelve MonthsEnded

2014

2013

2014

2013

2014

2013

Revenues

$726.3

$735.9

$1,410.4

$1,397.0

$2,864.7

$2,944.0

Net income from
continuing operations

$58.4

$51.6

$105.4

$92.8

$210.4

$228.6

Net income from
discontinued
operations attributable
to TECO Energy

--

(0.2)

3.1

0.1

2.8

(46.6)

Net income
attributable to TECO
Energy

$ 58.4

$51.4

$108.5

$92.9

$213.2

$182.0

Earnings per share
from continuing
operations- basic

$ 0.27

$0.24

$0.49

$0.43

$0.98

$1.06

Earnings per share
from discontinued
operations attributable
to TECO Energy –
basic

--

--

0.01

--

0.01

(0.22)

Total earnings per
share attributable to
TECO Energy – basic

$ 0.27

$0.24

$0.50

$0.43

$0.99

$0.84

(millions except per
share amounts)

Total earnings per
share – diluted

$0.27

$0.24

$0.50

$0.43

$0.99

$0.84

Average common
shares outstanding –
basic

215.4

215.0

215.3

214.8

215.2

214.6

Average common
shares outstanding –
diluted

215.9

215.5

215.8

215.3

215.7

215.2

	
  
	
  

