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TECO Energy Inc.
Tampa Thunder: Upgrade to Buy

Even in a volatile market, we see value in another SMid

We are increasing our price target by $3 to $22 and upgrading TECO to Buy, another
beneficiary of our 'SMid Bid" thesis [link here], with its above-average growth profile (5-
7% ratebase, which should largely drive EPS in line, if not towards the top end). The
reduced base price for TECO Coal is a negative as is the weaker electric sales forecast
for 2015, but we believe the reaction in the share price is overdone. The stock was
down ~3% after reporting earnings Monday and has shed 6% in the past two days.
Following the divestiture of the coal business, we believe TECO should trade at a
premium given its favorable jurisdictions and lack of rate cases on the horizon.
Furthermore, we think TECO's above-average growth rate and size makes it a potential
M&A target, with slower-growth large-cap utilities looking to use their premium
currencies.

We still expect articulation of gas ratebasing opportunity this year

Mgmt. continues to hint at gas ratebasing and we expect a formal update later in '15,
with TE capitalizing on declining natural gas prices. TE is conservatively waiting to see
the guidelines for NextEra's FP&L, which are expected in March. Similar to FP&L, a pilot
program would start out as immaterial (~$0.01 EPS) but could grow to over $0.25/sh
over time. Not only does TE have more upside exposure from this thesis, but it also
offers a degree of protection from potential ROE erosion in the next ratecase.

Confidence on finally closing the coal chute

Cambian Coal began its financing process on 2/6 and mgmt. expressed confidence in
Cambian securing financing to close the revised deal ahead of the March 13t deadline.
The lower proceeds do not negatively impact equity plans and TE appears committed to
divesting the asset to a third party if the current transaction falls through.

Valuation: Increase PT $3 to $22 and upgrade to Buy

We have rolled our valuation forward to 2017E and have transitioned to a regulated P/E
methodology. We now apply a multiple to the parent EPS drag versus netting the debt;
this is consistent with our treatment of companies transitioning to fully regulated after
divesting merchant operations (ex. AEE, PPL, and CMS).
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Highlights (US$m) 12/11 12/12 12/13 12/14E 12/15E 12/16E 12/17E 12/18E
Revenues 3,343 2,997 2,851 2,566 2,859 2,932 3,081 3,134
EBIT (UBS) 632 567 480 540 624 661 726 757
Net earnings (UBS) 273 246 204 230 256 276 306 327
EPS (UBS, diluted) (US$) 1.27 1.14 0.95 1.03 1.10 1.19 1.32 1.41
DPS (US$) 0.85 0.88 0.88 0.88 0.88 0.88 0.88 0.88
Net (debt) / cash (3,029) (2,772) 2,736) (3,603) (3,800) (3,864) (3,623) (3,162)
Profitability/valuation 12/11 12/12 12/13 12/14E 12/15E 12/16E 12/17E 12/18E
EBIT margin % 18.9 18.9 16.8 21.0 21.8 225 236 24.2
ROIC (EBIT) % 13.2 12.1 104 10.4 10.7 11.0 12.1 13.2
EV/EBITDA (core) x 7.4 7.5 8.0 9.2 8.4 8.2 7.6 7.0
P/E (UBS, diluted) x 14.4 15.5 184 19.9 18.5 17.2 15.5 14.5
Equity FCF (UBS) yield % 7.6 7.6 3.7 (4.1) (2.4) 3.0 9.5 143
Net dividend yield % 4.6 5.0 5.1 4.3 4.3 4.3 4.3 4.3

Source: Company accounts, Thomson Reuters, UBS estimates. UBS adjusted EPS is stated befor

judgement. Valuations: based on an average share price that year, (E): based on a share price of US$20.44 on 09 Feb 2015 18:42 EST
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Investment Thesis
TECO Energy Inc.

Investment case

The outlook for TECQO's Florida regulated entities appears strong,
and we think the NMGC deal provides exposure to a stable
growth region and synergies will prove accretive. The
fundamental growth at the core Florida utilities remain best in
class and we believe will support a premium valuation. We think
the TECO coal sale is a positive even though the revised $80mn
base sale price was lower than expected. Although management
has highlighted an additional potential $60mn if coal prices
achieve certain benchmarks over the next 5 year, we think it will
be hard to realize much of that incremental amount given that
current coal contracts are significantly out of the market. Our
Price Target is derived from our 2017 EPS estimate.

Upside scenario

The sale of TECO Coal will remove a large drag on shares even
though sale price was lower than what most investors had
expected. Synergies from NMGC will help the Florida utilities
deliver at the top-end of the ROE range through the settlement
period. The ability to maintain the growth at the regulated
entities would also push shares higher. We see further upside to
~$25/sh with TECO being a prime candidate for M&A and
supportive of an even greater premium vs peers. The potential to
ratebase gas is a further positive development for shares.
Ultimately this could be worth ~$0.30 of EPS (over a number of
years), or ~$5/sh.

Downside scenario

Lagging sales at Tampa Electric could increase the discount for
shares. Furthermore, the high degree of leverage at the parent
company reduces financial flexibility and could further pressure
shares assuming interest rates continue to creep higher. A failure
to capture and retain synergies from the NMGC deal would be
negative as well. Our downside case implies value of ~$19/sh.

Upcoming catalysts

February 27 10K Filing with Capex Updates
March 4 UBS Power & Utilities Conference
March 13 Updated Closing Deadline for TECO Coal

Mid/Late March Decision on FP&L Gas Investment Framework

12-month rating Buy

12m price target US$22.00

Business description

The largest subsidiary of TECO Energy (headquartered in
Tampa, Florida) is Tampa Electric Company, whose Tampa
Electric division provides retail electric services to ~700,000
customers in West Central Florida, while its Peoples Gas System
unit is a local natural gas distribution company that supplies
natural gas to over 330,000 customers throughout Florida.
Additionally, TECO Coal has 11 subsidiaries in KY, TN, and VA.
TECO plans to divest its coal subsidiary.

Industry outlook

The outlook for TECO's Florida regulated entities appears
strong, and we think the NMGC deal provides exposure to a
stable growth region and synergies will prove accretive. We
think the TECO coal sale is a positive even though the $80mn
base sale prices was lower than expected. Although
management has highlighted an additional potential $60mn if
coal prices achieve certain benchmarks over the next 5 year, we
think it will be hard to realize much of that incremental amount
given that current coal contracts are significantly out of the
market.  Our Price Target is derived from our 2017 EPS
estimates

2015E TECO Operating EPS by Segment

Parent
-13%

New

i Regulated
Mexico Florida
Gas Co. Utilities
6% 81%

Source: Company Filings and UBS Estimates

TECO Gas Ratebase Upside Potential (Over many years)

TECO Gas Ratebase Opportunity Pilot Full Program
Gas Ratebase Investment $50 $1,333
Equity Ratio 54% 54%
Authorized ROE 10% 10%
Incremental Net Income ($Mn) $3 $73.80
Incremental EPS $0.01 $0.32
Incremental Value per Share $0.19 $5.12
Upside Potential 1% 24%

Source: Company Filings and UBS Estimates

Julien Dumoulin-Smith, Analyst, julien.dumoulin-smith@ubs.com, +1-212-713 9848
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The Power Line on TE:

As part of our broader SMid-bid thesis in the sector, we see TECO as a
beneficiary of a capital flight, particularly with TECO a direct read-through from
requlatory efforts kicked off by NEE including potential to put ratebase natural
gas investment (awaiting a mid-March decision from the Florida PSC) as well as
putting forward solar into ratebase (possibly in lieu of its planned 2020 gas
peaking plant). Bottom line, we think growth will remain towards the upper
end of its targeted range through the forecast period and beyond, supported
by a clear opportunity for renewables build and potential vertical integration to
limit consumer price inflation.

From a demographic perspective, we suspect Florida will remain positively
positioned, particularly through the medium term on the back of a
normalization in relations with Cuba. Politically, with the Gubernatorial election
behind it, we see risk to the regulatory paradigm as minimal. With rates settled
through 2017, we see concerns around its authorized ROE of 10.25% (9.25-
11.25% range) at Tampa Electric as relatively benign.

Turning to consolidation, our SMid-bid thesis is fundamentally underpinned by
an expectation for modestly growing large-cap utilities to continue to grow
acquisitively via levered transactions, designed to bolster their underlying EPS
growth. While TECO's parent leverage remains healthy (~$1Bn, or 20% of
market cap), we suspect the wider sector may still benefit following NEE's bid
for HE earlier in the year. Through 4Q reporting season, we flag that the likes
of SO and XEL among others have only continued to beat the drum of
potential consolidation — driving up expectations, particularly for those
companies with better EPS growth profiles, like TECO.

Trading at a slight discount to the peer group on 2017E (15.4x vs. 15.6x on
2017E PIE), we see few other equities in the smid-cap space still with positive
skew upwards in both multiple and estimates on future spend. We suspect
coal could remain a modest overhang, but emphasize at $80 Mn — and with no
real EPS contributions (and still discontinued) this is just a ~$0.30/sh swing
factor either way. The bottom line is TECO offers a favorable risk/reward
proposition, a statement that can be said about a diminishing number
of peers.

Please refer to reports below for further background information:

2/9/15 Feeling The Weight of Coal (First Read)

11/3/15 Coal Payout Limited but Utilities Matter Most Now
10/20/14 Washing Off The Coal

8/1/14 Synergy Step-Up

After NMGC, there is room for a different kind of gas
investment: Ratebasing reserves

We anticipate an announcement in 2015 and despite having gas consumption
needs 'only' ~1/6th of the scale of NextEra, this would be a more material
component of earnings for the regulated-only TECO. Look for updates as early as
mid-year assuming a favorable outcome for FP&L but likely skewed towards the

back-half of the year.

But Why Now? We like Florida +

Smid Cap

Thus far TECO has opted for
conservatism and is waiting for
rule finalization for NextEra
before proposed its own gas

investment pilot.

TECO Energy Inc. 10 February 2015
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Figure 1: Gas Ratebase Opportunity — Follow the Leader?

TECO Gas Ratebase Opportunity Pilot Full Program
Gas Ratebase Investment $50 $1,333
Equity Ratio 54% 54%
Authorized ROE 10% 10%
Incremental Net Income ($Mn) $3 $73.80
Incremental EPS $0.01 $0.32
Incremental Value per Share $0.19 $5.12
Upside Potential 1% 24%

Source: Company Filings and UBS Estimates

Further details are available in our NextEra Energy note, 'A Windy, Gassy,
Yieldy Opportunity Set'.

2015 guidance not so much weak, as realistic

We maintain our 2015E EPS estimate and although the guidance range left less
upside than we had anticipated ($1.08-$1.11 vs $1.05-$1.15), the upper-end of
our contemplated range was likely out of the realm of realistic possibility, thus
management opted to set more realistic expectations.

Figure 2: TECO 2015 EPS Walk — Maintaining our estimate at the high end of range

2015 Earnings Walk EPS Additional Commentary
2014E Adjusted EPS $1.03

Florida Utilities

Return to Normal Weather vs 2014 $0.01

Ratebase Grow th at Hectric/Gas $0.05 $300M-$350M capex minus $100M depreciation
D&A ($0.02) Normal increase in depreciation
O&M $0.01 Expectation for flat to slightly favorable trend
Interest Expense $0.01 Increase from NMGC acquisition offset by Parent Refinance
TECO Coal $0.00 Removed from Operating EPS; GAAP Loss expected
New Mexico Gas Co. (NMGC) Slightly accretive in 2015
Dilution $0.04 16.7Mn shares issued around July 8th
2015E Adjusted EPS $1.10

Consensus $1.11

2015 Guidance $1.08-$1.11 Previous 2015 Projected Guidance (UBSe): $1.05-$1.15

Source: Company Filings, FactSet, and UBS Estimates

SMid Bid Criteria: How Does TECO Stack-up?

= Underlying Ratebase Growth: TECO's 5-7% ratebase growth is above
average and would help augment the profile of most acquirers with synergies
offering upside.

= EPS growth and secondary equity needs: TECO's ratebase growth largely
falls to the bottom line due to cost control and synergies from its NMGC deal.
While management is not forecasting equity needs now, if it executes on an
ambitious gas ratebase plan it could require equity financing.

= Parent leverage: This is the primary concern with the TECO SMid bid thesis;
however, the ~$1Bn of parent debt is not overly onerous to scare off a
determined buyer.

TECO Energy Inc. 10 February 2015 S UBS 4
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Figure 3: TECO Finance Profile

TECO Finance Debt Profile Pre-Tax
Maturity Size, $Mn Rate (%) Interest Exp
2015 191.2 6.90%‘ 13
2016 250.0 4.20% 11
2017 300.0 7.30% 22
2020 300.0 5.30% 16
Total 1,041.2 5.91% 61

Source: Company Filings

= Jurisdiction Breath: Single jurisdiction utilities are ideal, but Florida is viewed
positively by the investment community. New Mexico could be more
challenging with the ink barely dry on TECO's purchase of NMGC — we could
envision a scenario where the Public Service Commission is concerned about
changing ownership again in such a short time span.

Who could be interested? Start with the Sunshine State

The natural assumption is always to look at Florida neighbors, starting with
NextEra. We view a NextEra deal as lower probability with the Hawaii acquisition
pending. Following management's comments on its recent earnings call, we
believe that Southern Company could be a potential candidate. Southern already
has a footprint in Florida via Gulf Power and a below average growth rate. If any
of these large companies were to acquire TECO it could drive not only operational,
but also financial accretion via refinancing all of the parent debt.

Further details are available in our note and video on the topic.

What are the risks?

= Failing to close TECO Coal sale: While Coal is only worth ~$0.35 in our
valuation, we would expect a negative market reaction if the current deal with
Cambian does not materialize. In such an event we believe TECO would move
towards its 'Plan B' and move to sell the business even if at a materially lower
price. The real risk is if the deal collapses and management opts to retain the
business as that would draw attention away from the strong core growth story.

= ROEs under pressure in the next ratecase: We highlighted this in our
recent NextEra note and the concerns are the same for TECO. Tampa's
authorized ROE in the 2013 rate case settlement is 9.25%-11.25%, which
could come down due to interest rate pressure. This remains a key risk but,
fortunately, is still far enough on the horizon that investors are likely to focus
on more tangible rate cases for peers.

= Utilities group turning over: TECO offers the highest yield of utilities we
follow at 4.4%, this should help insulate from concerns about rising interest
rates. The negative side being that we do not anticipate any material dividend
increases with the payout currently at ~80% for 2015E vs 60-70%. Despite the
above-average payout, the dividend is safely supported by regulated operations
and is not at risk. Available net operating losses (NOLs) makes the cash payout
ratio look healthier than on a GAAP basis.

TECO Energy Inc. 10 February 2015
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Figure 4: Regulated Utility Peer Universe

Market Cap. Price Price  Dividend P/E multiple
Ticker Rating ($ in millions) 2/9/2015  Target Yield 2014E  2015E  2016E 2017E  2018E

REGULATED INTEGRATED UTILITIES
Ameren Corp. AEE Neutral 10,239 42.20 44,00 3.89% 17.8 16.7 15.8 14.6 13.3
Alliant Energy Corp. LNT  NotRated 7,171 64.64 NA 3.40% 18.7 17.8 16.8 16.1 15.2
Avista Corp AVA Neutral 2,168 34.84 3400 7 3.79% 18.4 17.7 16.9 16.0 154
CMS Energy Corporation CMS Buy 9,767 35.37 42.00 3.28% 20.0 18.8 17.5 16.3 14.9
DTE Energy Co. DTE Buy 15,028 84.91 92.00 3.25% 18.8 18.6 17.0 15.8 15.1
Duke Energy DUK Neutral 58,493 82.70 90.00 3.85% 18.1 17.6 16.6 16.0 15.4
Edison International EIX Neutral 20,888 64.11 65.00 2.60% 14.9 18.6 16.4 15.2 14.2
Empire District Electric Company ~ EDE Sell 1,150 26.47 28.00 3.93% 17.0 17.0 15.7 15.2 15.7
Great Plains Energy GXP  NotRated 4,260 27.64 NA 3.55% 17.6 16.5 14.9 14.2 13.2
Hawaiian Electric Industries HE Not Rated 3,421 33.36 NA 3.72% 19.5 18.5 17.8 16.3 na
PG&E Corporation PCG Neutral 26,496 55.77 50.00 3.26% 15.8 15.9 15.6 15.8 15.1
Pinnacle West Capital Co. PNW Neutral 7,345 66.50 74.00 3.58% 18.1 17.2 16.7 16.0 14.7
PNM Resources Inc. PNM Not Rated 2,284 28.68 NA 2.79% 19.4 18.3 15.5 15.2 14.3
SCANA Corp. SCG Neutral 8,573 60.14 59.00 3.49% 15.8 16.3 15.1 14.3 13.7
Southern Company SO Sell 43,002 47.79 47.00 4.39% 17.1 170 _ 164 159 152
TECO Energy Inc. TE Buy 4,797 20.44 2200  4.40% 201 186 | _171 _ 154 1 144
Westar Energy, Inc. WR Neutral 5,287 40.44 41.00 % 16.7 16.7 16.1 15.5 14.9
Wisconsin Energy Corp. WEC Neutral 11,864 52.61 48.00 21% 20.1 19.1 18.5 17.9 17.5
Xcel Energy Inc. XEL Neutral 17,871 35.34 40.00 3.40% 174 16.9 16.0 15.1 14.5

Average 3.54% 18.0 17.6 !__1_64_ _ 1_5_6 _! 14.8

Source: Company Filings and UBS Estimates. FactSet for Unrated Companies

Valuation: Increase Price Target $3 to $22

We have rolled our valuation forward to 2017E and are transitioning to a
regulated-only P/E approach with the TECO Coal sale expected in the upcoming
month. Following the reduction in the base sales price to $80Mn from $120Mn
and management's confidence on the call, we believe this approach is prudent.
Management plans to fully refinance the 2015 maturity, but indicated that it is
open to possibly retiring at least a portion of the remaining debt. In our recent
CMS initiation we use a P/E multiple approach to the parent debt and have moved
to a similar approach for PPL following its announcement that it will spin off its

merchant operations.

What has changed in our valuation?

= (Changing parent and other methodology: Applying a multiple on the parent

expense rather than subtracting the net debt improves our valuation by ~$1/sh.
This also accounts for the $40Mn reduction in base sales proceeds.

* Rolling our valuation forward to 2017E: The step-up in earnings associated

with Polk in-service drives $1/sh, exclusive of appreciation in the multiple.

= |mprovement in the requlated peer multiple: Since our last refresh in November

drives regulated utilities have marched forward, contributing another ~$0.50-

$1.00 to our valuation.

TECO is one of only a few

regulated integrated Buy Names

TECO Energy Inc. 10 February 2015
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Figure 5: Updated TECO Energy Valuation

TECO Valuation (UBSe) Low Case Base Case High Case
Valuation Valuation MM Base Valuation MM) Valuation MM
Business Segment . 2017 . @ ) . 3 ) . @ )
Metric Multiple Value Multiple Value  Multiple Value

Regulated Entities

| Peer Prem.to Base
IMultiple  Peer  Multiple

Tampa Electric & Peoples Gas P/E $1.38 14.6x $4,689 15.6x 0.5x 16.1x  $5,171 18.1x  $5,813

New Mexico Gas P/E $0.13 14.6x $426 15.6x 0.5x 16.1x $470 18.1x $529
Regulated, Equity Value ($Mn) $5,116 $5,641 $6,342
Regulated, Equity Value ($/sh) $22.04 $24.30 $27.32
Unregulated and Parent Businesses

Coal Trans. $80 N/A $60 N/A N/A N/A $80 N/A $80

Parent & Other Drag PIE ($0.19) 16.6x ($729) 15.6x 0.0x 15.6x ($685) 14.6x ($642)
Unregulated, Equity Drag ($Mn) ($669) ($605) ($562)
Unregulated, Equity Drag ($/Sh) ($2.88) ($2.61) ($2.42)
TECO Equity Value $4,446 $5,036 $5,780
Fully Diluted Outstanding Shares (2017E) 232 232 232
TECO Equity Value per Share $19.16 $21.70 $24.90

Implied Multiple: Consolidated UBSe 2017 EPS & UBS Price Target
Premium/(Discount) to Peers

Implied Multiple: Consensus 2017 EPS & Market Price
Premium/(Discount) to Peers

Source: Company Filings, FactSet, and UBS Estimates

Risk/reward skews positively compared with peers

Our base case implies ~6% upside versus current trading levels with a similar ~ Another SMid bid calculated risk--
amount of downside embedded in our low case; however, we view the skew - even if M&A does not

strongly to the positive side from a SMid bid thesis with support from the gas  materialize the company has core
ratebasing opportunities. Other recent regulated transactions have frequently been  strengths with enough positive

in the ~20% upside territory and we do not think TECO would be materially  catalysts to support an

different. Even if M&A does not materialize, there is a healthy upside opportunity  investment thesis.

available from gas investments with potentially being worth a few percentage

points in the forecast horizon if management is able to execute.

TECO is trading at a 15.7x based on consensus 2017E and our valuation embeds a
16.4x P/E, or a ~80bp premium. We believe that our valuation is still on the
conservative side as an argument could be made that the utilities deserve a larger
premium (particularly on the gas side). Assuming a productive use of the TECO
Coal base proceeds such as paying down the parent debt maturing in 2016 or
2017 would also be incrementally positive. Lastly we assume that TECO does not
realize any of the contingency payments from its Coal contract, potentially worth
another $60Mn. We do not expect TECO to receive the contingency payments
based on where coal is trading relative to the benchmarks, but this is essentially a
free option.

Maintaining EPS Estimates

Our EPS estimates are largely unchanged following 4Q results. The Tampa Electric
sales guidance of +30bp is weaker than we expected, but we still see the segment
earnings at the top end of its ROE range, consistent with guidance. Our estimates
do not embed any contribution from gas or ratebase solar. We anticipate refining
our estimates further with the updated capex disclosures in the 10K expected to

TECO Energy Inc. 10 February 2015 S UBS 7



be released on February 27t We include several more considerations around
estimates below

= NMGC: Slight upside to estimates around earning full 10% ROE in NM. The
company has historically earned closer to the ~9% range, however, expects
with the synergies obtained from the deal to trend towards this higher level in
future years (2015+). This could add ~$0.01-0.02 to our estimates.

= Refinancing: 2017 refinancing $300 Mn maturity of 7.3% Notes could drive a
$0.02-0.03 tailwind to our estimates assuming 2-3% interest cost savings.

= 2016 cost savings 'gap' in Florida: The question for 2016 will remain whether
TE can manage to maintain its cost structure to continue earnings it ROE. While
mgmt appears confident (as does NEE which is poised to do the same), this is a
source of uncertainty for shares.

Figure 6: Updated TECO EPS by Segment

TE Earnings by Segment 2013A 2014A 2015E 2016E 2017E 2018E
Regulated Florida Utilities $1.05 $1.17 $1.20 $1.27 $1.38 $1.45
New Mexico Gas Co. $0.00 $0.03 $0.09 $0.11 $0.13 $0.15
Parent ($0.18) ($0.16) ($0.19) ($0.19) ($0.19) ($0.19)
Total $0.95 $1.03 $1.10 $1.19 $1.32 $1.41
Prior UBS Estimates $0.95 $1.02 $1.10 $1.19 $1.33 $1.42

Consensus (2/9/15) $1.03 $1.11

Guidance (4Q14 update) $0.90-$1.00 $1.00-$1.05  $1.08-$1.11

Source: Company Filings, FactSet, and UBS Estimates

Can't count on coal contingent consideration

Below we present the relevant index prices, which have deteriorated further
another $2 since the deal's initial October announcement. The modified
agreement under the second amendment lowers the base sale price from to
$80Mn from $120Mn while increasing the contingency component to $60Mn

from $45Mn.

Figure 7: Seaborne Hard Coking Coal Contract Prices ($/metric tonne): current
contract prices: $117/t
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Source: Bloomberg
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Forecast returns

Forecast price appreciation +7.6%
Forecast dividend yield 4.3%
Forecast stock return +11.9%
Market return assumption 5.7%
Forecast excess return +6.2%

Statement of Risk

Factors that could prevent TECO Energy from achieving our earnings, cash flow,
and/or price target objectives include: adverse weather conditions, including
tropical storm activity; availability of and unscheduled generation outages or
unplanned maintenance; unanticipated changes in all matters related to fuel
procurement; changes in state and / or Federal regulatory policy; more stringent
environmental legislation; interest rate and / or capital market risk(s); timely
completion and reasonable recovery of power plants under construction;
continuation of labor relationships with unionized employees; changes in
accounting policies by the standard setting bodies; economic conditions that affect
both customer growth and demand; permitting issues with surface mine
operation; coal industry regulations (mine and safety; Black Lung, workers
compensation, various environmental laws) coal production levels and operation of
the same; commodity price risks; sovereign risk associated with its Latin American
electricity operation; foreign currency, translation, and repatriation issues, among
others items.

TECO Energy Inc. 10 February 2015
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www.ubs.com/disclosures. The figures contained in performance charts refer to the past; past performance is not a reliable
indicator of future results. Additional information will be made available upon request. UBS Securities Co. Limited is licensed
to conduct securities investment consultancy businesses by the China Securities Regulatory Commission.

Analyst Certification: Each research analyst primarily responsible for the content of this research report, in whole or in
part, certifies that with respect to each security or issuer that the analyst covered in this report: (1) all of the views expressed
accurately reflect his or her personal views about those securities or issuers and were prepared in an independent manner,
including with respect to UBS, and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to
the specific recommendations or views expressed by that research analyst in the research report.

UBS Investment Research: Global Equity Rating Definitions

12-Month Rating Definition Coverage!' IB Services?
Buy FSR is > 6% above the MRA. 47% 37%
Neutral FSR is between -6% and 6% of the MRA. 42% 32%
Sell FSR is > 6% below the MRA. 11% 21%
Short-Term Rating  Definition Coverage’® IB Services*

Stock price expected to rise within three months from the time

0, o)
the rating was assigned because of a specific catalyst or event. less than 1% less than 1%

Buy

Stock price expected to fall within three months from the time

[0} [¢)
the rating was assigned because of a specific catalyst or event. less than 1% less than 1%

Sell

Source: UBS. Rating allocations are as of 31 December 2014.

1:Percentage of companies under coverage globally within the 12-month rating category. 2:Percentage of companies within
the 12-month rating category for which investment banking (IB) services were provided within the past 12 months.
3:Percentage of companies under coverage globally within the Short-Term rating category. 4:Percentage of companies
within the Short-Term rating category for which investment banking (IB) services were provided within the past 12 months.

KEY DEFINITIONS: Forecast Stock Return (FSR) is defined as expected percentage price appreciation plus gross dividend
yield over the next 12 months. Market Return Assumption (MRA) is defined as the one-year local market interest rate
plus 5% (a proxy for, and not a forecast of, the equity risk premium). Under Review (UR) Stocks may be flagged as UR
by the analyst, indicating that the stock's price target and/or rating are subject to possible change in the near term, usually
in response to an event that may affect the investment case or valuation. Short-Term Ratings reflect the expected near-
term (up to three months) performance of the stock and do not reflect any change in the fundamental view or investment
case. Equity Price Targets have an investment horizon of 12 months.

EXCEPTIONS AND SPECIAL CASES: UK and European Investment Fund ratings and definitions are: Buy: Positive
on factors such as structure, management, performance record, discount; Neutral: Neutral on factors such as structure,
management, performance record, discount;  Sell: Negative on factors such as structure, management, performance
record, discount. Core Banding Exceptions (CBE): Exceptions to the standard +/-6% bands may be granted by the
Investment Review Committee (IRC). Factors considered by the IRC include the stock's volatility and the credit spread of the
respective company's debt. As a result, stocks deemed to be very high or low risk may be subject to higher or lower bands
as they relate to the rating. When such exceptions apply, they will be identified in the Company Disclosures table in the
relevant research piece.

Research analysts contributing to this report who are employed by any non-US affiliate of UBS Securities LLC are not
registered/qualified as research analysts with the NASD and NYSE and therefore are not subject to the restrictions contained
in the NASD and NYSE rules on communications with a subject company, public appearances, and trading securities held by
a research analyst account. The name of each affiliate and analyst employed by that affiliate contributing to this report, if
any, follows.

UBS Securities LLC: Julien Dumoulin-Smith; Michael Weinstein; Paul Zimbardo.
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Company Disclosures

Company Name Reuters

12-month rating

Short-term rating

Price

Price date

TECO Energy Inc.5 6 TE.N

Neutral

N/A  US$20.44

09 Feb 2015

Source: UBS. All prices as of local market close.

Ratings in this table are the most current published ratings prior to this report. They may be more recent than the stock

pricing date

5. UBS AG, its affiliates or subsidiaries expect to receive or intend to seek compensation for investment banking
services from this company/entity within the next three months.

16. UBS Securities LLC makes a market in the securities and/or ADRs of this company.

Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report.
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Global Disclaimer

This document has been prepared by UBS Securities LLC, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and affiliates are referred to herein as UBS.

This document is for distribution only as may be permitted by law. It is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or
resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or
would subject UBS to any registration or licensing requirement within such jurisdiction. It is published solely for information purposes; it is not an advertisement nor is it
a solicitation or an offer to buy or sell any financial instruments or to participate in any particular trading strategy. No representation or warranty, either express or
implied, is provided in relation to the accuracy, completeness or reliability of the information contained in this document (‘the Information’), except with respect to
Information concerning UBS. The Information is not intended to be a complete statement or summary of the securities, markets or developments referred to in the
document. UBS does not undertake to update or keep current the Information. Any opinions expressed in this document may change without notice and may differ or
be contrary to opinions expressed by other business areas or groups of UBS. Any statements contained in this report attributed to a third party represent UBS's
interpretation of the data, information and/or opinions provided by that third party either publicly or through a subscription service, and such use and interpretation
have not been reviewed by the third party.

Nothing in this document constitutes a representation that any investment strategy or recommendation is suitable or appropriate to an investor's individual
circumstances or otherwise constitutes a personal recommendation. Investments involve risks, and investors should exercise prudence and their own judgement in
making their investment decisions. The financial instruments described in the document may not be eligible for sale in all jurisdictions or to certain categories of
investors. Options, derivative products and futures are not suitable for all investors, and trading in these instruments is considered risky. Mortgage and asset-backed
securities may involve a high degree of risk and may be highly volatile in response to fluctuations in interest rates or other market conditions. Foreign currency rates of
exchange may adversely affect the value, price or income of any security or related instrument referred to in the document. For investment advice, trade execution or
other enquiries, clients should contact their local sales representative.

The value of any investment or income may go down as well as up, and investors may not get back the full (or any) amount invested. Past performance is not necessarily
a guide to future performance. Neither UBS nor any of its directors, employees or agents accepts any liability for any loss (including investment loss) or damage arising
out of the use of all or any of the Information.

Any prices stated in this document are for information purposes only and do not represent valuations for individual securities or other financial instruments. There is no
representation that any transaction can or could have been effected at those prices, and any prices do not necessarily reflect UBS's internal books and records or
theoretical model-based valuations and may be based on certain assumptions. Different assumptions by UBS or any other source may yield substantially different results.

This document and the Information are produced by UBS as part of its research function and are provided to you solely for general background information. UBS has no
regard to the specific investment objectives, financial situation or particular needs of any specific recipient. In no circumstances may this document or any of the
Information be used for any of the following purposes:

(i) valuation or accounting purposes;
(ii) to determine the amounts due or payable, the price or the value of any financial instrument or financial contract; or
(iii) to measure the performance of any financial instrument.

By receiving this document and the Information you will be deemed to represent and warrant to UBS that you will not use this document or any of the Information for
any of the above purposes or otherwise rely upon this document or any of the Information.

Research will initiate, update and cease coverage solely at the discretion of UBS Investment Bank Research Management. The analysis contained in this document is
based on numerous assumptions. Different assumptions could result in materially different results. The analyst(s) responsible for the preparation of this document may
interact with trading desk personnel, sales personnel and other parties for the purpose of gathering, applying and interpreting market information. UBS relies on
information barriers to control the flow of information contained in one or more areas within UBS into other areas, units, groups or affiliates of UBS. The compensation
of the analyst who prepared this document is determined exclusively by research management and senior management (not including investment banking). Analyst
compensation is not based on investment banking revenues; however, compensation may relate to the revenues of UBS Investment Bank as a whole, of which
investment banking, sales and trading are a part.

For financial instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC) acts as a market maker or
liquidity provider (in accordance with the interpretation of these terms in the UK) in the financial instruments of the issuer save that where the activity of liquidity
provider is carried out in accordance with the definition given to it by the laws and regulations of any other EU jurisdictions, such information is separately disclosed in
this document. For financial instruments admitted to trading on a non-EU regulated market: UBS may act as a market maker save that where this activity is carried out in
the US in accordance with the definition given to it by the relevant laws and regulations, such activity will be specifically disclosed in this document. UBS may have issued
a warrant the value of which is based on one or more of the financial instruments referred to in the document. UBS and its affiliates and employees may have long or
short positions, trade as principal and buy and sell in instruments or derivatives identified herein; such transactions or positions may be inconsistent with the opinions
expressed in this document.
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United Kingdom and the rest of Europe: Except as otherwise specified herein, this material is distributed by UBS Limited to persons who are eligible counterparties
or professional clients. UBS Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation
Authority. France: Prepared by UBS Limited and distributed by UBS Limited and UBS Securities France S.A. UBS Securities France S.A. is regulated by the ACP (Autorité
de Controéle Prudentiel) and the Autorité des Marchés Financiers (AMF). Where an analyst of UBS Securities France S.A. has contributed to this document, the document
is also deemed to have been prepared by UBS Securities France S.A. Germany: Prepared by UBS Limited and distributed by UBS Limited and UBS Deutschland AG. UBS
Deutschland AG is regulated by the Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin). Spain: Prepared by UBS Limited and distributed by UBS Limited and UBS
Securities Espana SV, SA. UBS Securities Espana SV, SA is regulated by the Comisién Nacional del Mercado de Valores (CNMV). Turkey: Distributed by UBS Limited. No
information in this document is provided for the purpose of offering, marketing and sale by any means of any capital market instruments and services in the Republic of
Turkey. Therefore, this document may not be considered as an offer made or to be made to residents of the Republic of Turkey. UBS AG is not licensed by the Turkish
Capital Market Board under the provisions of the Capital Market Law (Law No. 6362). Accordingly, neither this document nor any other offering material related to the
instruments/services may be utilized in connection with providing any capital market services to persons within the Republic of Turkey without the prior approval of the
Capital Market Board. However, according to article 15 (d) (ii) of the Decree No. 32, there is no restriction on the purchase or sale of the securities abroad by residents of
the Republic of Turkey. Poland: Distributed by UBS Limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce. Russia: Prepared and distributed by UBS
Securities CJSC.  Switzerland: Distributed by UBS AG to persons who are institutional investors only. UBS AG is regulated by the Swiss Financial Market Supervisory
Authority (FINMA). Italy: Prepared by UBS Limited and distributed by UBS Limited and UBS Italia Sim S.p.A. UBS ltalia Sim S.p.A. is regulated by the Bank of Italy and
by the Commissione Nazionale per le Societa e la Borsa (CONSOB). Where an analyst of UBS lItalia Sim S.p.A. has contributed to this document, the document is also
deemed to have been prepared by UBS Italia Sim S.p.A.  South Africa: Distributed by UBS South Africa (Pty) Limited, an authorised user of the JSE and an authorised
Financial Services Provider. Israel: This material is distributed by UBS Limited. UBS Limited is authorised by the Prudential Regulation Authority and regulated by the
Financial Conduct Authority and the Prudential Regulation Authority. UBS Securities Israel Ltd is a licensed Investment Marketer that is supervised by the Israel Securities
Authority (ISA). UBS Limited and its affiliates incorporated outside Israel are not licensed under the Israeli Advisory Law. UBS Limited is not covered by insurance as
required from a licensee under the Israeli Advisory Law. UBS may engage among others in issuance of Financial Assets or in distribution of Financial Assets of other
issuers for fees or other benefits. UBS Limited and its affiliates may prefer various Financial Assets to which they have or may have Affiliation (as such term is defined
under the Israeli Advisory Law). Nothing in this Material should be considered as investment advice under the Israeli Advisory Law. This Material is being issued only to
and/or is directed only at persons who are Eligible Clients within the meaning of the Israeli Advisory Law, and this material must not be relied on or acted upon by any
other persons. Saudi Arabia: This document has been issued by UBS AG (and/or any of its subsidiaries, branches or affiliates), a public company limited by shares,
incorporated in Switzerland with its registered offices at Aeschenvorstadt 1, CH-4051 Basel and Bahnhofstrasse 45, CH-8001 Zurich. This publication has been approved
by UBS Saudi Arabia (a subsidiary of UBS AG), a Saudi closed joint stock company incorporated in the Kingdom of Saudi Arabia under commercial register number
1010257812 having its registered office at Tatweer Towers, P.O. Box 75724, Riyadh 11588, Kingdom of Saudi Arabia. UBS Saudi Arabia is authorized and regulated by
the Capital Market Authority to conduct securities business under license number 08113-37. United States: Distributed to US persons by either UBS Securities LLC or
by UBS Financial Services Inc., subsidiaries of UBS AG; or by a group, subsidiary or affiliate of UBS AG that is not registered as a US broker-dealer (a ‘non-US affiliate’ )
to major US institutional investors only. UBS Securities LLC or UBS Financial Services Inc. accepts responsibility for the content of a document prepared by another non-
US affiliate when distributed to US persons by UBS Securities LLC or UBS Financial Services Inc. All transactions by a US person in the securities mentioned in this
document must be effected through UBS Securities LLC or UBS Financial Services Inc., and not through a non-US affiliate. Canada: Distributed by UBS Securities
Canada Inc., a registered investment dealer in Canada and a Member-Canadian Investor Protection Fund, or by another affiliate of UBS AG that is registered to conduct
business in Canada or is otherwise exempt from registration.  Brazil: Except as otherwise specified herein, this material is prepared by UBS Brasil CCTVM S.A. to
persons who are eligible investors residing in Brazil, which are considered to be: (i) financial institutions, (i) insurance firms and investment capital companies, (iii)
supplementary pension entities, (iv) entities that hold financial investments higher than R$300,000.00 and that confirm the status of qualified investors in written, (v)
investment funds, (vi) securities portfolio managers and securities consultants duly authorized by Comissdo de Valores Mobilidrios (CVM), regarding their own
investments, and (vii) social security systems created by the Federal Government, States, and Municipalities. Hong Kong: Distributed by UBS Securities Asia Limited
and/or UBS AG, Hong Kong Branch. Singapore: Distributed by UBS Securities Pte. Ltd. [mica (p) 107/09/2013 and Co. Reg. No.: 198500648C] or UBS AG, Singapore
Branch. Please contact UBS Securities Pte. Ltd., an exempt financial adviser under the Singapore Financial Advisers Act (Cap. 110); or UBS AG, Singapore Branch, an
exempt financial adviser under the Singapore Financial Advisers Act (Cap. 110) and a wholesale bank licensed under the Singapore Banking Act (Cap. 19) regulated by
the Monetary Authority of Singapore, in respect of any matters arising from, or in connection with, the analysis or document. The recipients of this document represent
and warrant that they are accredited and institutional investors as defined in the Securities and Futures Act (Cap. 289). Japan: Distributed by UBS Securities Japan Co.,
Ltd. to professional investors (except as otherwise permitted). Where this document has been prepared by UBS Securities Japan Co., Ltd., UBS Securities Japan Co., Ltd.
is the author, publisher and distributor of the document. Distributed by UBS AG, Tokyo Branch to Professional Investors (except as otherwise permitted) in relation to
foreign exchange and other banking businesses when relevant. Australia: Clients of UBS AG: Distributed by UBS AG (Holder of Australian Financial Services License
No. 231087). Clients of UBS Securities Australia Ltd: Distributed by UBS Securities Australia Ltd (Holder of Australian Financial Services License No. 231098). Clients of
UBS Wealth Management Australia Ltd: Distributed by UBS Wealth Management Australia Ltd (Holder of Australian Financial Services Licence No. 231127). This
Document contains general information and/or general advice only and does not constitute personal financial product advice. As such, the Information in this document
has been prepared without taking into account any investor's objectives, financial situation or needs, and investors should, before acting on the Information, consider
the appropriateness of the Information, having regard to their objectives, financial situation and needs. If the Information contained in this document relates to the
acquisition, or potential acquisition of a particular financial product by a ‘Retail’ client as defined by section 761G of the Corporations Act 2001 where a Product
Disclosure Statement would be required, the retail client should obtain and consider the Product Disclosure Statement relating to the product before making any
decision about whether to acquire the product. The UBS Securities Australia Limited Financial Services Guide is available at: www.ubs.com/ecs-research-fsg.  New
Zealand: Distributed by UBS New Zealand Ltd. The information and recommendations in this publication are provided for general information purposes only. To the
extent that any such information or recommendations constitute financial advice, they do not take into account any person’s particular financial situation or goals. We
recommend that recipients seek advice specific to their circumstances from their financial advisor. Dubai: The research distributed by UBS AG Dubai Branch is intended
for Professional Clients only and is not for further distribution within the United Arab Emirates. Korea: Distributed in Korea by UBS Securities Pte. Ltd., Seoul Branch.
This document may have been edited or contributed to from time to time by affiliates of UBS Securities Pte. Ltd., Seoul Branch. Malaysia: This material is authorized
to be distributed in Malaysia by UBS Securities Malaysia Sdn. Bhd (253825-x).  India: Prepared by UBS Securities India Private Ltd. (Corporate Identity Number
U67120MH1996PTC097299) 2/F, 2 North Avenue, Maker Maxity, Bandra Kurla Complex, Bandra (East), Mumbai (India) 400051. Phone: +912261556000 SEBI
Registration Numbers: NSE (Capital Market Segment): INB230951431, NSE (F&O Segment) INF230951431, BSE (Capital Market Segment) INBO10951437.

The disclosures contained in research documents produced by UBS Limited shall be governed by and construed in accordance with English law.

UBS specifically prohibits the redistribution of this document in whole or in part without the written permission of UBS and UBS accepts no liability whatsoever for the
actions of third parties in this respect. Images may depict objects or elements that are protected by third party copyright, trademarks and other intellectual property
rights. © UBS 2015. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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