305100217 930428
PDR ADODCK 0OS000302
| PDR

9 W

» 152 ey




g

n 1992, stock market investors turned to utmxy stocks:in. -
large numbers. The reasons for investing in utility compa«
nies vary from one investor to the next, But one thing is
' certain. Many of the nation's electric utilities, and utili ty

'holdmg companies, benefited from this surge of interest in

1992, including Florida Progress Corporation. This annual
reporttakesadoserlookatutilmstocksandwmeyhm

. been popular with investors.
'Mie'ﬂabofocusmthepeoplemmvestmﬁoﬁdanogress

Whqg are they and why do they choose to invest? Titled

mmm this report is dedicated to all Florida i
ess shareholders. Inside are profiles in which we'll intro-

you to a few of them. This report also discusses what

o FlondaPrograsasdomgtomvenmvtsﬁmeandhowmat

may benefit shareholders.

When people invest in Florida Progress they‘fe essentially
allowing the company to make investments in its future.
They're giving the company’s management an opportunity to
mnasuccessfdbusmeﬁtostrengthenmemmmdto
position it for growth. New equipment and facilities are being
built 1o meet the future needs of our customers. And by

'gtowmgourbusme& we can take mmtageoftomonow's
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SHAREHOLDER PROFILE
Name Leo Kubiet
Occupation

¥

Personal Data

investment Perspective

interests & Hobbies

Shareholder Since

SHAREHOLDERS INVESTING IN FLORIDA PROGRESS
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SHAREHOLDER PROFILE

Name Starr Purdue

Occupation

Personal Data

investment Perspective !

interests & Hobbies |

Shareholder Since
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Franklin Utilities Fund




SHAREHOLDER PROFILE

Name Harvey Haeseker
Occupation

Personal Data

Investment Perspective

interests & Hobbies

Shareholder Since



SHAREHOLDER PROFILE

Name Rosemary Charles
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Continue to use innovative programs for reducing ener-
gy demand er boasts one of SHAREHOLDER PROFILE

Name Mccrorey Grier, Jr., |2
Fiorida

part ‘ ! - | Occupation: Social Worker, Bay Pines

V.A. Medical Center
Personal Data: Singl

- o ' Investment Perspective: My philosophy
e n investing follows the principles of the
By NAIC, which s a national nonprofit associa-
tion dedicated to educating individual
:

nvestors. The NAIC believes that investors

hould invest regularly, reinvest dividends
Jdart fAarevart TaIT=T: el croat A4 sar.
seqecCl growt! Impanies ana Ccregate a owey
"1 ’ - * 1 N £ s
Tiegd porttolio of stocks, At the counci

level v ",';"»ﬂ\vf_)‘ Our members with nvest-

ment programs, comparny presentations and
nvestor fairs. I'm aiso a member of ar
investment club that bought Florida
Progress stock in early 1992 when the

v

\{

Financial strength ! announced
interests & Hobbies Fnjoys running, bicy
cling and ts a director of the Tampa Bay
Council of the National Association of

investors Corporation (NAIC

Shareholder Since 1992

INVESTING IN OUR ENVIRONMENT
AND OUR COMMUNITIES

l



SHAREHOLDER PROFILE

Name Jim Mauck

Occupatior

Personal Data

investment Perspective

interests & Hobbies

Shareholder Since
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SHAREHOLDER PROFILE

Name Bill and Norma Dombey

Occupation

Personal Data

Investment Perspective

'

Interests & Hobbies

Shareholders Since




SHAREHOLDER PROFILE
Name Walter and Roberta Warden

K .

Qccupation MV

Personal Data
ar m

investment Perspective

}

interests & Hobbies

A

Shareholders Since




Life insurance unit continues steady growth - Acguired
by Fiorida Progress in 1986, Mid-Continent Life Insurance
Company has increased profits every year since then and con-
tinues 1o provide excelient returns. Earnings have risen an aver-
age of 21 percent annuaily in the last six years. Now hcensed in
37 states, Mid-Continent selis its policies through 7,000 inde-
pendent agents and, for 14 consecutive years, the company
has achieved the highest insurance rating of A+ (Superior) from
A M. Best Company, a national insurance rating agency. A
steady, conservative growth strategy 1s planned for the insur-
ance company, with an emphasis on adding more regional
offices

Other diversified operations — During 1990 and 1997,
Fiorida Progress decided to exit those diversified businesses that
do not fit into the company's long-range strategic plan. Since
then, all five of the building products operations have been
sold and Flonda Progress has continued 1o withdraw from two
other businesses. An orderly hiquidation is under way for the
company's commercial lending and leasing business angd its real
estate operations

The financial instruments portfolio of the commercial lending
and leasing business will continue 1o shrink as existing loans
and leases mature. Assets owned by this business also will be
sold when market conditions are favorable. Although the
finance unit has been profitable, its growth would have
required t0o much of a capital commitment in the future
Instead, new capital raised by Florida Progress will be used 1o
suppaort Florida Power's planned construction program

Florida Progress also 1s continuing a strategy to sell its real
estate assets when market conditions are favorable. The com-
pany believes it may take up to seven years to sell most of the
assets in its real estate portfolic. The ability to sell these real
estate investments will depend largely on the growth of
Flonda's economy

Focusing only on a few select businesses 15 expected o provide
Florida Progress with additional earnings and improve the
results from the company's diversified operations. By Investing
in Progress, these businesses can capitalize on their existing
operations and take advantage of tomorrow's opportunities

A further discussion of the company's operations and financial
resuits follows in the next section, titled Management's
Discussion and Analysis
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OPERATING RESULTS

EARNINGS PER SHARE
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Diversified Operations




Interest Expense and Inflation

1508 1980 1990 1994 104

New Accounting Standards
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FOR THE YEARS ENDED DECEMBER 31, 1992, 1991 and 1990

1997
REVENUES:
Electric utilty $1,774.1
Diversified 321.2

{in milhans, except per share amounts)
1991

§1,7188
3559

LI

2,095.3

20747

EXPENSES:
Electric utility.
Fuel used in generation
Purchased power and deferred fuel
Other operations

Operations

Maintenance

Depreciation

Taxes other than income taxes

Diversified:
Cost of sales
Other

INCOME FROM OPERATIONS

INTEREST EXPENSE AND OTHER:
Interest expense
Allowance for funds used during construction
Preferred dividend requirements of Florida Power
Other expense (income) net

INCOME FROM CONTINUING OPERATIONS
BEFORE INCOME TAXES
Income 1axes

INCOME FROM CONTINUING OPERATIONS

DISCONTINUED OPERATIONS, net of income taxes
Loss from operations
Provssion for loss on disposal

Loss from discontinued operatiol s

NET INCOME

AVERAGE SHARES OF COMMON STOCK OUTSTANDING

EARNINGS PER AVERAGE COMMON SHARE:

Continuing operations
Discontinued operations

The accompanying notes are an integral part of these financial statements.
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{Dotiars in millions)

1992 1991
COMMON STOCK EQUITY.
Common stock without par value, 250,000,000 shares authorized, ,
87,529,856 shares outstanding in 1992 and 82,932,918 in 1991 $ 9492 $ 81186 :
Retained earnings 788.4 776.1 i
1,737.6 1,587.7 |
I
CUMULATIVE PREFERRED STOCK OF FLORIDA POWER.! J
Without sinking funds 1335 1335 ;
With sinking funds 825 975 !
LONG TERM DEBT 1,656.4 1,659.1 5
|
TOTAL CAPITAL 3,610.0 34778 |
!
i
|
CURRENT LIABILITIES: |
Accounts pavable 108.9 939 i
Customers’ deposits 69.0 66.8 :
Income taxes payable 396 252 i
Accrued interest 422 379 ‘|
Overrecovery of fue! cost - 394 ;
Other 60.4 56.5 |
3201 319.7 !
Notes payable 29 4 |
Current portion of iong-term debt and preferred stock 199.0 678 :
522.0 3879 |
|
DEFERRED CREDITS AND OTHER LIABILITIES: |
Deferred income taxes 816.7 8295 .
Unamortized investment tax credits 129.0 1381 '
Insurance policy benefit reserves 140.3 1158 |
Other 115.0 75.7 }
1,201.0 1,159.2 !
COMMITMENTS AND CONTINGENCIES (Note 11) :
$5,333.0 $5,024 9
i
i
I
|
el
|
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FOR THE YEARS ENDED DECEMBER 311962, 1991 and 1990 i millions)
1992 1991 1990
OPERATING ACTIVITIES:
income from continuing operations $175.7 $1745 $1798
Adjustments for noncash items:
Depreciation and amortization 268.7 266.3 207 4
Detferred income taxes and investment tax credits, net (17.4) (22 6) 8.2
Changes in working capital, net of effects from
acguisttion or sale of businesses:
Accounts receivable (18.6) 47) 116
inventornes (36.8) 2158 {29.4)
Qverrecovery (underrecovery) of fuel cost (43.8) 464 144
Accounts payatle 14.2 178 (27.9)
Other 231 13.7 137
Other operating activities 8.6 15.6 (1.1)
Cash provided by continuing operations 373.7 5285 3737
Loss from discontinued operations - 2.4) (15.0)
Adjustments for noncash items, primarily loss provision in 1990 - 87 236
Cash provided by discontinued operations - 63 B6
373.7 5348 3823
INVESTING ACTIVITIES:
Property additions {(including allowance for borrowed
tunds used during construction) (519.6) (397.6) (327.4)
Proceeds from sale of properties 7.1 313 311
Purchase of leases, loans and securities (65.7) {i121.1) (364 2)
Proceeds from sale or collection of leases, ioans and securities 135.8 2490 1350
Acquisition of businesses (23.0) (5.7) (36.2)
Proceeds from sale of businesses 24.4 210 A
investments in joint ventures, partnerships and unregistered stock (5.3) (11.2) (78.9)
Distributions from joint ventures and partnerships 5.0 150 25
Other investing activities (15.1) (10.6) (12.8)
2 {456.4) 229.9) (650.8)
FINANCING ACTIVITIES
issuance of long-term debt 4503 3841 3065
Repayment of long-term debt (315.3) (266.2) (136.1)
increase (decrease) in commercial paper with long-term support (34.1) 175.1 -
Redemption of preferred stock (5.0) - -
Sale of common stock 137.6 1411 239
Dividends paid on common stock (163.4) {149 8) (136.7)
Increase (decrease) in short-term debt 2 (578.1) 189.4
Other financing activities (2.7) (1.1 25
67.6 (294.9) 2495
NET INCREASE (DECREASE) IN CASH AND EQUIVALENTS (15.1) 10.0 (19.0)
Beginning cash and equivaients 23.2 13.2 322
ENDING CASH AND EQUIVALENTS $ 8.1 $ 232 $ 132
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid during the period for:
Imerest (net of amourit capialized) $1299 $1475 $141.3
income taxes (net of refunds) $ 915 $101.5 $ 841

The accompanying notes are an integral part of these financial statements.
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(Dollars in miflions, except per share amounts)

Cumuiative Preferred
Stock of Florda Power
Without with

Common Retained Sinking Sinking

_Stack Earmings Funds f-undi”
Balance, December 31, 1989 $646 6 $7257 $1335 $100.0
Net income 164 8
Common stock issued - 974,589 shares 239
Cash dividends on common stock ($1.777 per share) (136.7)
Balance, December 31, 1990 6705 7538 1335 100.0
Net income 172.1
Common stock issued - 5,381,529 shares 1411
Cash dividends on common stock {$1.843 per share) (149 8)
Preferred stock reclassified to current — 25,000 shares (2.5)
Balance, December 31, 1991 8116 776.1 133.5 9758
Net income 175.7
Common stock issued - 4,596,938 shares 1376
Cash dividends on common stock ($1.905 per share) (163.4)
Preferred stock redeemed or reclassified to current -~ 150,000 shares (15.0)
Balance, December 31, 1992 $949.2 $788.4 $133.5 $ 825

The accompanying notes are an integral part of these financial statements.

©RUTES TO CONSOLIDRTER FINRNCIAL STRTENENTS @ FLORIDA PRUGRESS CORPOR

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

General — Florida Progress Corporation (the Company) 15 ex-
empt from regulation as a registered holding company under
the Public Utility Holding Company Act of 1935. Its largest
subsidiary, representing 75% of total assets, is Florida Power
Corporation (Florida Power), a public utility engaged in the
generation, purchase, transmission, distribution and saie of
electric energy within Florida

The consolidated financial statements combine the financial
results of the Company and its majority-owned operations. All
significant intercompany balances and intercompany transac-
tions have been eliminated Investments in 20% 1o 50%
owned joint ventures are accounted for using the equity
method.

Certain reclassifications have been made 1o amounts in prior
years 10 tonform to the current year’s presentation and all
share and per share amounts have been adjusted tu reflect the
3for-2 common stock split to sharehoiders of record on June
30, 1992,

Utility Plant — Utility plant is stated at the original cost of
construction, which includes payroll and related costs such as
1axes, pensions and other fringe benefits, general and admin-

istrative costs and an allowance for funds used during con-
struction. Substantially all of the utility plant is pledged as col-
lateral for Florida Power's first mortgage bonds.

Utility Revenues, Fuel and Purchased Power Expenses —
Florida Power accrues the non-fuel portion of base revenues
for services rendered but unbilled,

Revenues include amounts resulting from fuel, purchased
power and conservation adjustment clauses, which are de-
signed to permit full recovery of these costs. The adjustment
factors are based on projected costs for a si-month period
Revenues and expenses are adjusted for differences between
recoverable fuel, purchased power and conservation costs and
amounts included in current rates. The cumulative fuel cost dif-
ference 15 shown on the balance sheet as overrecovery or un-
derrecovery of fuel costs. Any overrecovery or underrecovery
of costs, plus an interest factor, i refunded or billed 1o cus-
tomers during the subsequent six-maonth period.

The cost of fossil fuel for electric generation is charged to
expense as consumed. The cost of nuclear fuel is amortized to
fue! expense based on the guantity of heat produced for the
generation of electric energy in relation to the quantity of heat
expected to be produced over the life of the nuclear fuel core.
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Earned Income on Finance Leases — The Company uses
the finance method for recognizing earned income from fi-
nance leases, which are primarily leveraged leases having
terms of five 10 28 years. Accordingly, earned income, In-
cluding any residual values expected G be recognized, and the
related deferred investment tax credits are amortized as rev-
enues over the term of the transaction to provide an approx-
imate level return on the positive net investment. Residual
values are determined principally on the basis of indepen-
dent appraisals of the anticipated values of the feased assets
remaining at the expiration of the lease

Income Taxes — Deferred income taxes have been provided
on all significant book-tax timing differences, except during
periods when applicable regulatory authorities did not permit
the recovery of such taxes through rates charged to customers
by Florida Power

The cumulative net amount of income tax timing differences
for which deferred taxes have not been provided was approx-
imately $118 million at December 31, 1992, As allowed under
current regulatory practices, deferred taxes not previously pro-
vided are collected in customers’ rates as such taxes become
payable

Deferred investment tax credits subject to regulatory ac-
counting practices are being amortized to income over the lives
of the related properties. Additionally, deferred investrnent tax
credits associated with finance lease transactions are being
amortized to revenues as described above.

Financial Accounting Standard No. 109, “Accounting for
Income Taxes,” was issued in 1992 and will be adopted by the
Company in the first guarter of 1993. The objective of this stan-
dard s to recognize the amount of currerit and deferred taxes
pavable and refundable for all events that have been recog-
nized in the financial statements or tax returns based on en-
acted tax laws at the date of the financal statements.

As indicated in Note €, the Company has determined that
the adaption of the standard will not have a significant impact
on earnings in 1993 and will resuit in a reduction of deferred
income taxes on the Company’s balance sheet. Substantially all
of these reductions in deferred income taxes are applicable to
Florida Power and result from timing differences for which de-
ferred income taxes have been provided in prior years at higher
statutory rates and the tax effect of deferred investment tax
credits, partially offset by timing differences discussed above
for which deferred income taxes have not been provided
When Florida Power records these reductions in deterred in-
come taxes, a regulatory liability for the net amount also will
be recorded and there will be no effect on net income Florida
Power expects 10 recover these tax effects in future electric
rates when such timing differences reverse.

Depreciation and Maintenance — The Company provides
for depreciation of the cost of properties over their estimated
useful lives primanly on a straight-line basis. Fiorida Power’s
annual provision for depreciation, including a provision for nu-
clear plant decommissioning costs and fossil plant dismantle-
ment costs, expressed as a percentage of the average balances
of depreciable utility plant was 4 6% for 1992, 4 8% for 1991
and 4% for 1990

Effective December 1, 1990, Florida Power was authorized
by the Flonda Public Service Commission (FPSC) to apply new
depreciation rates, which resulted in a $37.2-million increase
in depreciation expense for 1991 This increase included $16.6
millien for fossil plant dismantiement costs. These new rates
were disallowed in connection with the settlement of Florida
Power's 1992 wholesale customer rate request, resuiting in the
reversal of previously recorded depreciation. The reversal in-
creased net income in the fourth quarter of 1992 by $5 .6 mil-
lion, of which $3.1 million was applicable to periods prior to
1992 During 1991, although the FPSC determined that all in-
vestor-owned electric utilities should provide currently for fos-
sil plant dismantlement costs, it approved Flonida Power's
motion to defer the implementation of any additional depre-
ciation expense associated with this matter until Flonda Power’s
next proceeding for review of base rates. Fossil plant disman-
tlement costs, totaling $24.1 million annually, were approved
by the FPSC and, effective November 1992, are being recog-
nized and are recoverable through the new retail base rates.

Florida Power charges maintenance expense with the cost
of repairs and minor renewals of property. The plant accounts
are charged with the cost of renewals and replacements of
property units. Accumulated depreciation is charged with the
cost, less the net salvage, of property units retired.

Allowance for Funds —— The allowance for tunds used dur-
ing construction represents the estimated cost of capital funds
tequity and debt) applicable to utility plant under construction.
Recognition of this item as & cost of utility plant under con-
struction 1s appropriate because it constitutes an actual cost
of construction and, under established regulatory rate prac-
tices, Florida Power 15 permitted to earn a return on these
costs and recover them in the rates charged for utility services
while the plant 1s in service.

The average rate used in computing the allowance for funds
was 8% for 1992, 1991 and 1990.

Insurance Premiums, Policy Acquisition Costs and
Benefit Reserves — Life insurance premiums are recognized
as revenue over the premium-paying periods of the policies.
The Company defers recoverable costs in its insurance oper-
ations that directly relate to the production of new business.
These costs are amortized over the expected premium-paying
period. Reserves are established out of each premium pay-
ment to provide for the present value of future insurance pol-
icy benefits, using reasonable assumptions for future
investment yield, mortality, withdrawals and the risk of ad-
verse deviation.

Profit from Real Estate Sales — Profit from the sale of real
estate is recognized only upon the closing of a sale, the trans-
fer of ownership rights to the purchaser and receipt of an ad-
equate cash down payment.

Marketable Securities and Financial instruments — The
Company considers all highly liquid debt instruments pur-
chased with a maturity of three months or less 1o be cash
equivalents. Fixed-income securities are carried at amortized
cost and other equity securities are stated at the lower ag-
gregate of cost or market value.
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- The Company's long-term debt at December 31, 1992 and 1991 is scheduled to mature as follows:
=l Interest
" {in milhons) Rate 1982 1991
Florida ¥ ywer Corporation:
First morigage bonds
Maturing through 1997
1992 4.25% $ - $ 144
1993 (parly redemption) B48% (a) 750 750
199% 474% ia) 344 344
1997 6.13% 16.7 16.7
Maturing 1998 through 2002 713% (a) 2455 176%
Maturing 2003 through 2006 8.21% (@ 2100 200
Maturing 2021 and 2022 8 31% (a) 3000 1500
~ ‘Dscount, net of premium, being amortized over term of bonds (2.2) 7
8794 6717
Pollution control financing obligations
Maturing 2002 through 2027 6.59% (a) 2409 1324
Annual tender bonds maturing n 2012 and 2013 5 00% - 1086
Notes maturing
1982-1993 B37% (&) a5.0 650
1984-1997 8.45% (a) 945 945
Commercial paper, supported by revolver maturing December 31, 1996 354% (&) 9.0 780
Progress Capital Hoidings
Commercial paper, supported by revolver maturing November 30, 1996 262% (&) 1950 24711
Notes maturing
19921963 5.24% (a} 400 500
1954-2001 B 63% ia} 2023 2023
Progress Leasing Corporation (afl due within S years) 954% (a) 266 340
Other subsidiaties, debt maturing through 1999 679% (a) 23.2 408
1,842 9 1,724 4
Less: Current portion of iong-term debt 186.5 653
§1.656.4 41,6581

{@) Weighted average interest rate at December 31, 1992

The Company’s consolidated subsidiaries have lines of credit
totaling $800 million, which is used to support commercial
paper facilities. The lines of credt were not drawn on as of
December 31, 1992 Interest rate options under line of credit
arrangements vary from sub-prime or money market rates to
the prime rate. Banks providing lines of credit are compensated
through fees. Commitment fees on lines of credit vary be-
tween 1 and 225 of 1%.

The line. of credit, which were put into place in November
1991, consist of four revolving bank credit facilities, two each
for Florida Power and Progress Capital Holdings, Inc. (PCH). The
Flonda Power facilities, $200 million each, are for terms of 364
days and five years. The PCH facilities consist of $100 million

- with a 364-day terrn and $300 million with a five-year term.
- Both 364-day facilities were renewed in November 1992 The

five-year facilities can be extended for two additional years
upon the banks' approval of the company's request 1o extend.
Based on the maturity of the underlying backup lines of crer'i,
all outstanding commercial paper at December 31, 1992 and
1991 is classified as long-term debt.

In January 1992, Flonda Power refunded $108 .6 miilion of
annual tender pollution control revenue bonds with a 6%%

~ fixed interest rate series due 2027 The annual tender bonds

B S RN R, L e L WL SR ) e LB e g L Han T S i

were scheduled to mature in 2012 and 2013. I addition, dur-
ing August 1992, Florida Power issued $100.1 million of pol-
lution control refunding revenue bonds due 2022 at a fixed
imerest rate of 6.35% Proceeds trom the bonds were used for
the redemption of various outstanding series of bonds with a
weighted average interest rate of 9.11% and maturities rang-
ing *rom 2002 to 2012.

The combined aggregate maturities of long-term debt for
1993 through 1997 are $186.5 millicn, $74 2 mitlion, $517 mil-
lion, $456.1 million and $49 6 million, respectively. In addition,
about hall of Florida Power's first mortgage bond issues have
an annual 1% sinking fund requirement. These requirements,
which total $5.5 million annually for 1993 through 1995 and
$4.5 million annually for 1996 and 1997, are expected to be
satisfied with property additions.

In January 1993, Florida Power refunded $75 million of first
mortgage bonds, with a weighted average interest rate of
8.48%, which were or.ginally due to mature in 1999 and
2000

Florida Progress has a support agreement with PCH that re-
quires the parent company to maintain @ minimum net worth
at PCH. At December 31, 1992, approximately $9 million of
PCH's retained earnings were restricted.
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(3) PREFERRED AND PREFERENCE STOCK AND SHAREHOLDER RIGHTS

(4) FINANCIAL INSTRUMENTS

Loans Receivable




e A

The fair values for real estate loans and insurance policy
foans are estimated using discounted cash flow analyses and
using interest rates currently being offered for simiar loans
Loans with similar characteristics are aggregated for purposes
of the calculation.

Other loans, primarily notes from the sales of companies,
are valued at the carrying amounts for vaniabie rate loans and
using discountad cash flow analyses at current market rates for
fixed-rate instruments

Marketable Securities — The fai valuzs for marketable debt
and equity securities are based on guoted market prices

Nuclear Plant Decommissioning and $torm Damage
Reserve Funds — The assets in these funds consist of cash
and equivalents, which are valued at their carrying amourit,
and equity securities and governmental notes and bonds,
which are valued at quoted market prices.

Preferred Stock of Florida Power with Sinking Funds —
The fair values of Florida Power's preferred stock subject to
mandatory redemption are estimated using discounted cash
flow analyses, based on current market rates.

Debt — The carrying amounts of debt with variable interest
rates that reprice frequently (primarily commercial paper) ap-
proximate their fair value. The far values for debt with fixed
interest rates are estimated using discounted cash flow analy-
ses, based on the Company's current incremental borrowing
rates for similar types of borrowing arrangements.

The fair value analysis ignores redemption prices and 1s-
suance costs (iIncluding underwriting commissions) that would
be required 10 refund existing fixed interest rate debt In addi-
ticn, the analysis assumes that all of the debt s currently
callable

The Company had the fcliowing financal instruments for
which the estimated fair values differ from the carrying values
at December 31, 1992

Carrying Fair
{in milions) Amount Value
ASSETS
Loans recewabie
Commercial finance busingss
Real estate § 1386 % 132
Airiime €79 371054
Life insurance busmess
Loans secured by real estate .2 1.7
Policy loans 2@ 81
Dther 118 1186
tess Allowance for oan losses {19.2) .

Total lvans $ 2213 $§2004102174
Marketable securties $ 1188 § 1226
Nucigar plant decommissioning and

storm damage reserve funds a7 96 4
CAPITAL AND LIABILITIES
Freterred stock with smiking funds $ 30 § 997
Florida Power Corporation 1,3558 1.376.1
Progress Capital Holdings 487 1 5034

In accordance with its hiquidation plan, Progress Credit
Corporation (PCC) sold $118.4 million of marketable securities
during 1991 for a pretax gain of $14.5 millior

(5) LEASES AND LOANS RECEIVABLE AND
CONCENTRATION OF CREDIT RISK

At December 31, 1992 and 1991, investments in leases and
loans recevable were as follows

{in millions) 1992 1891
Finance gases
Rentats recewabie $2823 $240€
Urguaranteed resdual values 1833 2033
Unearned mcome (915 68 9)
__Deferred investmient tax credits (25.4) (31.3)
Total finance leases 3497 3439

Loars receivable

Commercial inance business 2075% 2153
Lite insurance business 211 240
Tota) ipans recewable 2286 2993
Allowance for losses (23.3) (205
555.0 6227

Less: Current porhor: 254 621
$529.6 $560 6

Rentals recewvable from finance leases represent unpaid
remtals less principal and interest on non-recourse third party
debt. PCCs share of rentals receivable is subordinate to the
share of the debt holders who also have a security interest in
the leased property.

Finance leases primarily consist of leveraged investments in
aircraft as described below. The majority of the aircraft leases
have terms of 15 to 20 years, with a3 maximum of 28 years. Net
contractual maturities of rentals receivable under these con-
tracts are $17.9 million, $17.5 million, $21.4 million, $18.6 mil-
lion and $14 3 million for 1993 through 1997, respectively, and
$193 6 million thereafter. Deferred taxes applicable to lever-
aged leases were $264.2 million and $287.5 million at
December 31, 1992 and 1991, respectively.

Net income recogrized from leveraged leases (after pay-
ments to non-recourse lenders, but before other borrowing
costs) were as follows

{in mithons) 1992 199 1990
Lease income (ioss) $(2.6) $17) $101
Income tax effect (3.5) 8 (3.4)
Amortization of investment
taw crading 58 20 9
$(1.2) $2.1 § 96

At December 31, 1992 and 1991, PCC’s portfolio included
investments in the airline and commercial real estate industnies
as follows

{in mulhons) 1992 1991
sarhing industry
Finance leases $269.3 $2524
Loars receivable 67.9 1120
Joint ventures and unregistered stock 432 age
Equipment on operating iease 95 06
$389.9 §4228
Commercal real estate ndustry
Finance leases $ 159 $ 180
Loans recelvable 139.6 033
$1555 $1E1.3
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The intenm rates and new base rates increased 1992 operat-
~ing revenues by $29 million and increased earnings by $15 4
* million, atter recording new expenses authorized in the rate case

 Wholesale Rates — florida Powers rate treatment of its whole-
sale customers was consistent with the rate treatment of its re-
tail customers for 1990 However, in 1991 wholesale customers
continued 1o receive a small custorner biiling credit that was dis-
continued for retail customers
In December 1992, Flonda Power reached a settlement agree-

ment for 1992 with its wholesale and transmission customers
The new rates will increase annual revenues approximately $1 mil-
lion. The settiement prowides for a retroactive change in Flonda
Power’s depreciation rates to December 1990 (See Note 1 on
page 28)
. InDecember 1992, Florida Power filed an $8 4-mullion rate in-

crease with FERC for 1893, The new rates for its wholesale ¢us-
tomers would enable Flonda Power to include the cost of new
facilities and increased capacity costs into base rates

(11) COMMITMENTS AND CONTINGENCIES

Utility Construction Program — Substantal commitments
have been made in connection with Fiorida Power's construction
program, which are presently estimated 10 result in construction
expenditures in 1992 of $446 million for electric plant and nu-
clear fue!

Fuel and Purchased Power Commitments — To supply a por-
tion of the fuel requirements of its generating piants, Florida
Power has entered into various long-term commitments 10 pro-
vide fossil and nuclear fuels and 10 reserve pipeline capacity for
natural gas. In most cases, such contracts contain provisions tor
price escalation, minimum purchase levels ang other financial
commitments. Additional commtments will be reguired in the fu-
ture to supply Flonida Power's fuel needs

Florida Power has entered into long-term contracts with The
Southern Company for up to 400 megawatts of purchased power
annually through 2010, representing approximately 5% of total
current system capacity. The power wili be supphed by coal-fired
generating units that have a combined capacity of approximately
3,500 megawatts. The entire commitment is guaranteed by The
Southern Company’s total system, which 1s approximately 30,000
‘megawatts. The lor g-term contracts obligate Florida Power 10 pay
certain minimum annual amounts representing capacity pay-
ments. The estimated annual capacity payments under the con-
tracts would be $38 million, $50 million, $62 million and $61
million for 1993, 1994, 1995 and 1996 through 2010, respectively
The capacity cost of power purchased under these contracts was
$22 million in 1992 and 1991 and $19 milbon in 1990

As of December 31, 1992, Fionida Power had entered into
| long-term contracts with non-utility electnicity gererators for 1,091
megawatts of capacity. These contracts have terms ranging from
- 20 10 35 years. In most cases these contracts account for 100%
of the generating capacity of each of the faciities. Of the 1,091
megawatts under contract, 187 regawatts are currently available
and the remaining future capacity is a part of the utility's plans for
meeting future electricity demand growth All commtments have
been submitted 1o, and approved by, the FPSC. However, Flonida
Power expects that approximately 25% (65 megawatts) of the fu-
ture projacts that have not secured financing nor started con-
struction will {ail 1o come on line

The table below shows the annual capacity payments, and the
present value of these payments at 10% (at December 31, 1992),
that the utility expects to incur if all units were to come on line as
contracted, based upon such generation being available:

Capacity Present
fin mithons) Paymients Valug
19493 $ 246 $ 224
18994 B17 675
1995 1930 1450
166, 2264 154 6
1997 2353 1461
1998-202% 10,608 3 1,748 7

Total $11,3603  $22843

The capacity cost of power purchased from non-utility gener-
ators was $10 mithon in 1992 and $2 million in 1991 and 1990,

Florida Power does not plan to vary matenally from the level
of purchased power it currently has under contract. The utility be-
fieves that its current contracts allow for system reliability and help
reduce construction expenditures. However, without a change n
regulatory policy, these contracts could weaken its overall credit
ratings

The FPSC allows these capacity payments 10 be recovered
through a capacity cost recovery clause, which 5 similar 1o, and
works in conjunction with the fuel adjustment clause

Coal-Related Contracts — in connection with the supply of
coal to Flonda Power, Electric Fuels Corparation has entered into
several contracts with outside parties for the purchase of coal and
also several operating leases related to coal procurement, pro-
cessing and transportation. Minimum coal purchases are approx-
imately &1 million tons per year. The annual cbligations under
these commitments are $207.9 million, $178 million, $118.9 mil-
hion, $73.3 million and $73 million for the years 1993 through
1997, respectively, and $337 9 miliion thereafter. The 1otal cost in-
curred under these commitments was $247 .9 million in 1992,
$242 .4 mithon in 1991 and $243.1 mithon in 1990

Off-Balance Sheet Risk — Several of the Company's subsidiares
are general partners in unconsolidated partnerships and joint
venitures. The Company or subsidianes have agreed to support
certain lpan agreements of the partnerships and joint ventures.
The totals of the debt support agreements were $68 7 million
and $84 million at December 31, 1992 and 1991, respectively, of
which §11.2 million were cash deficienicy agreements, $45 8 mil-
lion and $62.1 million were guaranties, and $11.7 million and
$3.7 million were stand-by letters of credit, respectively As a
general partner, those subsidiaries are potentially iable for all the
partnerships’ obligations. If the other partners failed to perform
their oblhigations and if the partnership assets, consisting primar-
ily of land and buildings, were worthless, those subsidiaries could
be liable for an additional $118.9 million as of December 31,
1992, which represents partnershup liabilities exceeding amounts
as mertioned earlier. The Company considers these credit risks 10
be minimal, based upon the asset values supporting the part-
nership habilities

Maturities under these debt agreements, excluding non-
recourse debt, totalea $43.2 million, $2 6 million, $2.9 million,
$21.3 million and §22 4 million for 1993 through 1997,

respectively.
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MANAGEMENT'S REPORT

To Our Shareholders.

Management is responsible for the integrity and objectivity of
the financial and operating information contained in this 1992
Annual Report to Shareholders, including the consolidated fi-
nancial statements covered by the Auditors’ Report. These
statements were prepared in accordance with generally ac-
cepted accounting principles and necessarily include amounts
that are based on judgments and estimates by management.

Flonda Progress Corporation maintains internal control sys-
tems and related policies and procedures designed to provide
reasonable assurance that assets are safeguarded, that trans-
actions are executed as authorized and are properly recorded
and that accounting records may be relied upon for the prepa-
ration of consolidated financial statements and other finan-
cial information. These policies and procedures include a Code
of Conduct program intended to ensure employees adhere to
the highest standards of personal and professional integrity.
The design, monitoring and revision 6f internal control sys-
tems involve, among other things, management’s judgment
with respect to the relative cost and expected benefits of spe-
cific control measures. The company also maintains an inter-
nal auditing function that evaluates and formally reports on
the adequary and effectiveness of internal controls, policies
and procedures

in addition, the audit committee of the board of directors,
consisting solely of outside directors, meets periodically with
management, the internal auditors and the independent au-
ditors to review matters related to internal controls, audit re-
sults, financial statements and financial reporting. Annually,
the audit committee recommends to the board of directors
the seiection of independent auditors. Both the independent
auditors and the internal auditors periodically meet alone with
the audit committee and have free access to the committee
at any tme

For Management,

David R. Kuzma
Senior Vice President and Chief Financial Officer

AUDITORS' REPORT

To the Shareholders of Flonda Progress Corporation:

We have audited the accompanying consolidated balance
sheets of Florida Progress Corporation and subsidiaries as of
December 31, 1992 and 1991, and the related consolidated
statements of income, cash flows, and shareholders’ equity for
each of the years in the three-year period ended December 31,
1992, These financial statements are the responsibility of
Florida Progress Corporation’s management. Our responsibil-
ity is to express an opinion on these financial statements based
on our audits

We conducted our audits in accordance with generally ac-
cepted auditing standards. Those standards require that we
plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, ev-
idence supporting the amounts and disclosures in the finan-
cial statements. An audit also includes assessing the
accounting principles used and significant estimates made by
management, as well as evaluating the overall financial state-
ment presentation. We believe that our audits provide a rea-
sonable basis for our opinion

In our opinion, the financial statements referred to above
present fairly, in all material respects, the financial position of
Florida Progress Corporation and subsidiaries as of December
31, 1992 and 1991, and the results of their operations and
their cash flows for each of the years in the three-year period
ended December 31, 1992, in conformity with generally ac-
cepted accounting principles.

KAV Tt ke

St. Petersburg, Florida
January 25, 1993
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Annual Growth Rates (in percent)

1987-19%2 1982.1992 1992 199 1990
FLORIDA PROGRESS CORPORATION
Summary of operations (in millions)
Utility revenues 3B 38 $ 1,774 $ 1.7188 $ 1,708
Dwversified revenues (continumg) 55 513 22 3559 o7
Income from continuing operations {9 78 175.7 1745 1768
income (loss) from discontinued cperations - 249 (15.0)
Net ncome (13) 79 175.7 721 164 8
Balance sheet data (in millions)
Total assets 56 6.2 $ 5,333.0 $ 50249 $ 50459
Capntalization
Shortterm capital 5.6} 168 $ 2019 $ 682 $ 6810
Long-term detit 87 33 16564 16591 1,326.2
Preferred stock (1.5 (24) 216.0 2310 233%
Common stock equity 66 g1 1,737.6 1,587.7 1,4243
Total capitalization 59 55 33819 $ 35460 $ 36650
Common stock data
Awerage shares putstanding (in mullions) 25 a3 854 808 770
Earnings per share
Utifty 2.0 3 $1.99 $2.03 $2.15
Diverstfied 218 88 07 13 18
Discontinued operations - (03) 19
Consohdated 3.7 34 2.06 213 214
Dividends per common share 34 a6 1.905 1843 1977
Dwidend payout 93.0% 87.0% 82 9%
Dwvidend yeld 5.9% 60% 7.2%
Book value per share of common stock 38 a6 $18.85 $1914 $i8.37
Return on comeon egquity 10.6% 11.4% 118%
Common stock price per share
High 33% 3% 27
Low 7% 24% 22Y%
Close B4 100 32% 31% 25Y%
Price earmings ratio (year-end) 158 147 19
Other year-end data
Number of employees 21) 41 7,301 7,350 7879
Numiber of common shareholders (6 2 44 870 42,176 41970
FLORIDA POWER CORPORATION
Eiecting sales billed (millions of KWH)
Reudential 44 56 12,8258 126239 124155
Commercial 46 68 7.544.1 748492 7.32:.7
Industriat (6) 18 32545 33030 34557
Total retall sales 39 53 25,4140 251791 248783
Total electric sales 26 33 27,3755 27.350.2 271437
Residential service (average annual)
KWH sales per customer 15 21 12,214 12,257 12,319
Reverue per customer 13 21 $884 $899 $896
Ratio of eamings to fixed charges (SEC method) 1.2 47 384 387 389
Embedded cost of longterm detn (8 @1 7.8% 78% 79%
Embedded cost of preferred stock 25 7.2% 7.2% 72%
Operating Data.
Nat system capability (MW) 33 17 7.002 6,623 657
Net systern peak (MW) 65 27 6,982 6,056 5,026
Construction additions (in miliions) 206 25 $491 6 $3553 $269.5
Percentage of construction expenditures
generated internally (19.7) 20 32% 90% 52%
Average number of customers 29 36 1,182,170 1,159,237 1135499
Number of tull- time employees 15 19 5,806 5677 5,570
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16270 § 14685 $ 14722 $ 15305 $ 15049 $ 13367 $ 1,378 $ 1,2225
2743 2701 2455 1860 1590 634 28 51
1861 1786 184 1 180.7 160.9 1158 1039 821
10 12 37 5 - - » i
";137.1 1798 1878 1812 160 9 1458 1039 821
gm(u $ 42723 $ 40672 $ 38555 § 36666 $ 34328 $ 31709 $ 29149
4986 $ 3665 $ 2690 $ BYS 3 2050 $ 611 $ 654 s a27
11258 1,048 8 10830 1,240 3 1,2209 13107 1,250 6 1,1952 i
5 2335 2335 2335 2651 268 2 2743 2759 3
‘3;.3_72.3 13169 1,2647 11564 10142 8835 818 3 7250 |
g.i_yoz $ 2,9657 $ 28602 $ 27197 $ 2.705.2 $ 25235 $ 24086 $ 22388 f
!
7%6 766 754 733 684 640 590 558 i
$219 $2.21 $2.20 $225 $225 $1.77 $179 $144 E
24 13 24 2 10 04 (03 03 ﬂ
o0 1}] 0s 01 - - - -
244 235 249 247 235 181 176 147
172 1667 1613 154 146 138 1.30 122
70.8% 71.0% 64 7% 61.4% 62.2% 76.3% 736% 83.1% u
£6% 7 3% 76% 61% 74% 91% 10.1% 101%
$17.92 $17.20 $1651 $1551 $14.42 $13.35 $1307 $1262 !
13.9% 13.9% 15 5% 16 4% 16 8% 13 6% 13 7% 11.8% i
26% 5% 29% 31% 20% 16% 15 13
22% 21% 19% 20% 15% 12% 12 9%
26% 3% 21% 26% 20% 15% 13% 12%
109 99 87 107 87 87 77 6
s
7,490 7974 8116 8,030 7,208 5573 5077 4,864
43,005 44,929 46,147 46,586 48,052 48,933 48,712 43887
1,7869 11,0656 103188 98197 91750 85536 8,0005 74250
€.989 & 64794 6,016.4 55730 5106 6 45477 41186 38952
3,766 1 32,6806 33494 31223 31660 29890 27010 27155 i
41233 22,6917 21,0396 19,833 8 18,7160 17,2791 15,8720 15,1306
65105 26,1309 24,1037 231700 21,2724 20,596 4 21,7740 19,869 9 g
12,059 11,754 11,35 11,258 10,940 10,638 10,388 9964
_$8as 814 $827 $914 $883 $818 $783 $720
378 379 408 439 381 307 294 242
B 1% 80% 8 1% 8.7% BE% 9.2% 91% 96% |
72% 72% 7.2% 8.4% 9.3% 9.3% 9.3% 9.3%
6,300 6,086 5,966 5,961 5,989 5927 5,993 5,899
6817 6,188 5,087 5977 5813 4,858 4913 5,347
$2548 $2011 $1928 $195.2 $201.2 $2845 §2858 $385 3
73% 100% 96% 100% 100% 99%, 66% 39%
01,817 1,060,971 1,023,222 980,427 940576 900,799 B61 548 829,810
_5.553 5512 5,395 5323 5215 5.070 4,523 4829
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BOARD OF DIRECTORS

Dr. Jack B. Critchfield 59 & Chainman
of the Board and Chief Executive Officer
of Flonda Progress. He servixd a5 a Hlonda
Power Corporation director from 1975 to
1978 beiore joining the utility in 1983 He
15 a director of Barnett Banks, Inc. in Jack-
sonville, Florida. A company director singe
1988, he is chairman of the Executive
Committee.

Michael P. Graney, 49 s a Partner in
the law firm of Simpson Thacher & Bart-
tett in Columbus, Ohio. Specializing in
utilities law, Itigation and antitrust, he 15 a
member of the Amernican, District of
Columbia, Ohio and Columbus Bar Asso-
ciations and the federal Energy Bar
Association. A company director since
1991, he 5 amemberofthe Compensation,
Executive and Nominating Cornmittees

Allen J. Keesler, Jr., 54, 11 President and
Chiet Executive Officer of Flonda Power
Since joining Florida Power in 1963, he
has held several positions in engineerng
and operations in 1982, he was promot-
ed to President and Chief Executive
Officer of Talguin Corporation and served
in that position until returning to Flonda
Power in 1988 He i1s a director of
SouthTrust Corporation. A Flonda Power
director since 1988 and a company direc-
tor since 1992, he is @ member of the
Finance & Budget Committee

Richard Korpan, 50 s President and
Chief Operating Officer of Flonda Progress
He joned the company in 1989 as Execu-

S 400 AFHICENS 2 Finl

4 R R

of San Diego Gas & Electric Company. He
15 a dwector of SunBank of Tampa Bay A
company director since 1989, he 15 a
member of the Executive and Finance &
Budget Committees

Clarence V. McKee, 50, s Chairman and
Chiet Executive Officer of McKee Com-
munications, Inc., a television and radio
investment firm in Tampa, Flonda. He s a
director of Barnett Bank of Tampa, NA
and Barnett Banks, Inc in Jacksonville, A
company director since 1989, he i chair-
man of the Compensation Commuttee and
a member of the Audit Committee

Clarence W. McKee, Jr., 68 15 a retired
Executive Vice President and Cheef finan-
cial Officer of Florida Progress He is
Chairman of the Board of Trustees of Bay-
front Medical Center in 5t. Petersburg. A
Flonida Power director since 1976 and a
company director since 1982, he is a
member of the Finance & Budget
Committee

Vincent J. Naimoli, 55, s Chairman and
Chief Executive Officer of Anchor Indus-
tries International, Inc, a Tampa invest-
ment and management firm. He previous-
ly served as Charrman and Chief Executive
Officer of Anchor Glass Container Corpor-
ation. A company director since 1992, he
15 @ member of the Compensation and
Finance & Budget Committees

Richard A. Nunis, 60, s Chairman of
Walt Disney Attractions in Orlando, Flor-
ida He 15 a director of The Wait Disney
Company and SunBank, N.A n Orlando

Charles . Reed, 51, is Chancellor of the

State University System of Florida He pre-
viousiy served as Chief of Statf and
Deputy Chief to Florida Governo: Bob
Graham:. A company director since 1992,
he is a member of the Nominating
Committee

Joan D. Ruffier, 53, is a General Partner
in Sunshine Cates, an Orlando-based food
and beverage concession business, which

has operations at two Flonda airports, A
certified public accountant, she 1s a for-

mer chairman of the Board of Regents of
the State University System of Flonda She
15 a director of the Jacksonville Branch of
the Federal Reserve Bank of Atlanta. A
company director since 1990, she is a
member of the Audit and Finance &

Budget Committees

Robert 1. Stuart, Jr., 60, s a retired

Chairman and Chief Executive Officer of
Mid-Continent Life insurance Company mn
Okiahoma City, which Flonida Progress
acquired in 1986. A company director
since 1986, he is a member of the Execu-
tive Committee.

Jean Giles Wittner, 58, s President of
Wittner & Company, a St. Petersburg firm
involved in real estate management,
insurance brokerage and consulting. She
previously served as President and Chief
Executive Officer of a savings association
until it was sold in 1926 A Florida Power
dwector since 1977 and a company direc-
tor since 1982, she s chairman of the
Audit Committee and a member of the

tive Vice President and Chief Financial A company director since 1989, he is Compensation Committee
Officer He previously served as President chairman of the Finance & Budget and
and Chiet Executive Officer of Pacific Nominating Committees and a member
Diversitied Capital Company, a subsidiary of the Executive Cornmittee
OFFICERS
Dr. Jack B, Critchfield Jeffrey R. Heinicka Alien J. Keesler, Jr.
Chairman and Chief Executive Officer Vice President and Treasurer President and Chief Executive Officer,

Florida Power Corporation
Richard Korpan Dan R. johnson
President and Chief Operating Officer Vice President and Controller Richard D. Keller

President and Chief Executive Officer
David R. Kuzma :
Senior Vice President and Chief Financial Darryl A. LeClair Electric Fuels Corporation
Officer Vice President, Mergers, Acquisitions

and Divestitures, and President, Riley R. Simon , .
Joseph H. Richardson Progress Credit Corporation President and Chief Executive Officer,
Senior Vice President, Corporate Mid-Continent Life Insurance Company
Development, and President and Chief uﬂyp.l. lomo"mo = .. Sepint
¥ Vice President, Tax Administration Dudiey E. ] !

Executive Otficer, Talquin Corporation President and Chief & Officer.
Kenneth E. Stephen D. Purifoy Advanced Separation Technoiogies
Vice President and General Counsel Secretary Incorporated
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SEMINOLE ELECTRIC COOPERATIVE, INC.
CONSQOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 1992



Suite 2800 Telgphone 813 224 7577
400 North Ashley Stregt

PO Hox 2640

Tampe, FL 33601 2640

Price Waterhouse ”

REPORT O

To the Board of Trustees
Semincle Electric Cooperative, Inc.

In our opinion, the accompanying consclidated balance sheets
and the related consclidated statements of revenue and expenses
and patronage capital and of cash flows present fairly, in all
material respects, the financial position of Semincle Electric
Cooperative, Inc. and its subsidiary (the Cooperative) at
December 31, 19%2 and 1951, and the results of their operations
and their cash flows for the years then ended in conformity
with generally accepted accounting principles. These financial
statements are the responsibility of the Cooperative’s
management; our responsibility is to express an opinion on
these financial statements based upon our audits. We conducted
ocour audits of these statements in accordance with generally
accepted auditing standards and the financial audit
regquirements of the government auditing standards issued by the
Comptroller General of the United States. These standards
reguire that we plan and perform the audit to obtain reasonable
assurance about whether the financial statemente are free of
material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles used
and significant estimates made by management, and evaluating
the overall financial statement presentation. We believe that
our audits provide a reasonable basis for the opinion expressed
above.

\2o Lt

Tampa, Florida
February 24, 1953



ASHETS

Utility plant:
Plant in service
Construction work in pregress

Less accumulated depreciation and
amortization

Utility plant, net

Investments:
Investments in associated
organizations
Funds held by trustees

Total investments

Current assets:

Cash and cash eguivalents

Receivables, principally for
sales of electricity

Inventories, at average cost:
Materials and supplies
Fuel

Prepayments and other

Total current assets

Deferred charges

$ 758,218,478
28,277,627

792,496,105

(194,758,381)

587,737,724

17,177,131
26,802,200

— 34,079,331

67,399,201
18,477,925
15,261,942
24,097,881
—48.423,338
129,660,287

39,563,068

$ 745,592,070
—t2,323,374

757,945,444

(172.590,329)

285,355,345

11,903,287
16,518,270

—eB,421,2037

75,898,774
21,203,917
14,569,430
25,600,542
—2a235,978
-132,408.641

—29.,2098,731

£.801.040,410 £.723.002,044

The accompanying notes are an integral part
of these financial statements.



EQUITY AND LIABILITIES
Equity:
Membershipse

Patronage capital
Donated capital

Total equity

Long-term liabilities:
Long-term debt
Obligations under capital leases
Other

Total long-term liabilities

Current liabilities:
Current pertion of:
Long-term debt
Obligations under capital leases
Accounts payable
Other accrued liabiliities

Total current liabilities

Deferred gain on sale-leaseback
of plant

Other deferred credits

Commitments and Contingencies
{Notes 10 and 11)

December 31,

——i222 1991
$ 1,100 1,100
50,758,540 36,766,995
—a2.010 S 31,615
20,791,225 36,798,710
612,225,427 619,368,241
31,156,570 32,375,415
—_—3137,938 21,865,400
-£43,579,833 -£253,609,061
7,143,061 6,479,163
1,193,419 1,089,217
25,789,756 23,422,835
20,892,584 --28,046,328
—£25,118,820 —=2,037,243
—%4.009,080 25,424,849
27,541,320 —218,223,881

£.801.060.410 2.723.000,043

The accompanying notes are an integral part
of these financial statements.




AND PATRONAGE CAPITAL
For the years ended
_December 31,
—iE0 1991

Operating revenue

Operating expenses:

§ 456.620.935 § 451,268, 182

Operation:
Fuel 181,087,632 174,237,366
Other productiocn expenses 33,560,549 32,401,570
Purchased power 75,955,980 80,534,654
Transmission 24,996,195 26,795,725
Administrative and general 14,757,758 16,035,693
Depreciation and amortization 25,998,359 25,706,498
Lease of coal-fired plant 29,755,534 30,851,705
Taxes, primarily property 20,562,036 20,464,229
396,674,063 327,027,440
Operating margins before
interest charges 59,946,872 54,240,742
Interest expense net of amounts
capitalized —n0.346 546 —24,610,600
Operating margins/ (deficits) 9,600,326 { 369,858)
Patronage capital credits 58,535 RN & . | % 4
Net operating margins/(deficits) 9,658,861 { 282,491)
Nonoperating income/ (expense) :
Interest income 5,057,889 5,948,790
Other income/(expense), net (o 128.208) 444,821
Net margins 13,991,545 6,110,920
Patronage capital, beginning of year 36,766,995 31,508,037
Patronage capital retirements .- (. 851.962)

Patronage capital, end of year

£.20.708,240 S.30.7€8,222

The accompanying notes are an integral part

of these financial statements. i



SEMINOLE ELECTRIC COOFPERATIVE, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

For the years ended

December 31,
1992 1991
Cash flows from operating activities:
Net margins $ 13,991,545 S €.110.920
Adjustmente to reconcile to cash:
Depreciation and amortizaticn 28,174,771 7,773,263
Amortization of deferred gain on sale-
leaseback of plant ( 1,415,769) ( 1,415,769)
Lezse expense/lease payment difference ( 851,439) ( 891,439)
Write off of obsclete inventory 48,670 871,841
Other, net ( 58,535) ( 87,367)
Change in assets and liabilities:
Receivables 2,725,992 { 9,365,523)
Inven:ories 761,479 ( 899, 741)
Prepaymerts and other ( 2,287,360) 394,363
Deferred charges ({ 3,861,576) 1,771,853
Other long-term liabilities { 1,667,467) { 1,788,155)
Accounts payable 2,366,921 6,226,325
Other accrued liabilities 2,946,256 2,975,467
Deferred credits 588 385,181
Total adjustments 26,842,531 25,960,299
Net cash provided by operating
activities 40,834,076 2,071,219
Cash flows from investing activities:
Utility plant (36,210,884) (16,751,706)
Long-term investments (_5.525,2006) ——nS 2SS
Net cash used in investing activities (41,740,090) (16,358,951)
Cash flows from financing activities:
Payments of patronage capital credits - ( B51,962)
Payments of long-term debt { 6,478,9186) ( 5,812,550)
Capital lease obligations (_1.114.643) (. 993.812)
Net cash used in financing activities (_7.593.559) (_7.658,064)
Net increase/(decrease) in cash and
cash eguivalents ( 8,499,573) 8,054,204
Cash and cash eguivalents -- beginning 75,898,774 __£7.8B44.570
Cash and cash equivalents -- ending $ 67,399,201 S 75,898,774

The accompanying notes are an integral part
of these financial statements.



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - THE COOPERATIVE:

Semincle Electric Cooperative, Inc. (Semincle) is a generation and
transmission cooperative. It is responsible for meeting the electric
power and energy needs of its eleven distribution cooperative members
operating within the State of Florida. Seminole’'s rates are
established by its Board of Trustees, which is composed of
representatives from each member cooperative.

Seminole constructed and operates two coal-fired generating
facilities (Seminole Unit Ne. 1 and Unit No. 2) near Palatka, Florida
with approximately 600 megawatts of net output per unit. These units
are connected to the Florida bulk power supply o¢rid through
Seminole’s 230 kV transmission lines and associated facilities. Both
units commenced commercial operation in 1984.

Seminole holds a 1.6994% undivided ownership interest in the Crystal
River Unit No. 3 (CR3) nuclear power plant operated by Florida Power
Corporation. Seminole also owns various transmission facilities
connecting individual members to the Florida bulk power grid.

In 1989, Acuera Corp. (Acuera), a wholly owned taxable subsidiary,
was formed for the primary purpose of acqguiring a power plant site
for future generation use. Acuera completed the purchase of this
site during 1%91. The site has been leased, subject to certain
restrictions, to an Independent Power Producer (IPP).

The consolidated financial statements include the results of
operations and financial position of Seminole and Acuera. All
intercompany transactions have been eliminated.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Seminole complies with the Uniform System of Accounts as prescribed
by the Rural Electrification Administration (REA). In conformance
with generally accepted accounting principles, the accounting
policies and practices applied by Seminole in the determination of
rates are also employed for financial reporting purposes.

Utility Plant

Utility plant owned by Seminole is stated at original cost. Such
cost includes applicable supervisory and overhead cost, plus net
interest charged during construction. The amounts of interest
capitalized during 1992 and 1991 were $1,721,370 and $542,786,
respectively. The cost of maintenance and repairs including renewals

of minor items of property, is charged to operating expense. The
cost of replacement of depreciable property units, as distinguished
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from minor items, is charged to ucility plant. The cost of units
replaced or retired, including cost of removal, net of any salvage
value, is charged to accumulated depreciation. Certain leased
transportation egquipment is valued at the total net present value of
minimum lease payments.

Operating Revenue

Seminole has wholesale power contracte with each of its members,
whereby the members must purchase all electric power and energy which
the member shall require for its system within the State of Florida
from Semincle to¢ the extent that Seminole shall have such power,
energy and facilities available. The only excepticn relates toO
contracts between several members and the Southeastern Power

Administration, which provides less than 2% of the total energy
reguired by all members.

Operating revenue consists primarily of sales of electric power and
energy by Seminole and a facilities use charge for Seminole’s
transmission lines serving a single member cocperative. Member
revenues include amounts resulting from a fuel and purchased power
adjustment clause which provides for billings to reflect increases
or decreases in fuel and fuel related purchased power costs. The
adjustment factor is based on costs projected by Seminole for a
twelve-month period. Any overrecovery or underrecovery of coste plus
an interest factor are to be refunded or billed to the members
semi-annually. Overrecoveries of $13,111,872 at December 31, 1992
and $10,328,470 at December 31, 1991 are recorded as accrued
liabilities until refunded.

Included in operating revenue are approximately $434 million of
revenue from members for each of the years ended December 31, 1982
and 1991, of which approximately $16 million and $17 million are
included in receivables at December 31, 199%2 and 1991, respectively.

Seminole provides for depreciation on owned utility plant using
composite rates applied annually on a straight-line basis that will
amortize the original cost of depreciable property over its estimated
useful life. The rates for 1952 and 1931 were as follows:

-48%2  _12823
Coal-fired production plant 3.10% 3.10%
Transmission plant 2.75% 2.75%
General plant 8.07% 7.79%
Nuclear production plant 4.4%5% 4.54%

Depreciation expense amounted to $22,157,188 and $21,975,530 for 1952
and 1991, respectively.
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Improvements to the leased coal-fired plant are amortized over the
remaining life of the base lease term. The composite rates were
£.33% and 4.84% for 19%2 and 1951, respectively.

Amortization of leased assets under capital leases amounted to
$1,101,381 and $1,004,011 in 1952 and 1991, respectively.

Amortization of Deferred Gain

Deferred gain on sale-leassback of plant is being amortized on a
straight-line basis over the base lease term of 2Ff years commencing
in 1985 and is reflected as a reduction of operating expenses.

Deferred Charges

Deferred charges consisted of unamortized debt expense and related
repayment penalties, costs associated with a load management
incentive fee program, and other miscellaneous deferred debits.
These costs will be recovered primarily through rates over various
amortization periods ranging from five to twenty years.

Deferred charges also included depreciation and interest on certain
common transmission lines and production facilities incurred prior
to commercial operation of Seminole Unit No. 2. The unamortized
amounts at December 31, 192%2 and 19%1 were approximately $5.6 and
$11.0 million, respectively. Such deferrals are being recovered in
rates charged to members over a ten year period through a phase-in
plan. Amortization of these deferred charges included in
depreciation and amortization, amounted to approximately $1.4 million
for both years 1992 and 1991.

Deferred Credits

At December 31, 19%2 and 1991, deferred credits primarily included
deferred lease expense which represents the difference between cash
payments and expense recognized on a straight-line basis related to
the operating lease of certain generating facilities, and a reserve
for CR3 decommissioning costs.




Cagh Eguivalents

Seminole considers all short-term, highly liquid investments with an
original maturity of 3 months or less to be cash eguivalents.

Rec] £ '

Certain reclassifications have been made to the 1991 statements to

conform to current classifications.
margins as previously reported.

Owned property:
Coal-fired plant
Transmission plant
General plant
Nuclear plant, including fuel

Leased property under capital leases:

Transportation eguipment
Leasehold improvements:
Coal-fired plant

Construction work in progress

Accumulated depreciation

and amortization
Accumulated amortization

of leased assets
Accumulated amortization

of leasehold improvements
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There wera2 no changes in net

December 31
1982 1991

$ 577,462,205 § 575,272,856
82,327,794 89,338,727
21,764,350 20,980,498
16,876,918 @ __16.235,212
705,431,267 701,827,293
39,365,058 39,385,435
13,422,183 4,375,242
758,218,478 745,592,070
34,277,627 __ 12.353.37%
192,49€,105 157,945,444

(186,838,993)

( 7,154,946)

{166,115,338)
( 6,053,565)

(. 764.442)
(124,758,.381)

2l 31,24

(o 421,426)
(172.550,329)

S282.300,000



NOTE 4 - INVESTMENTS:

Investments in associated organizations:

National Rural Utilities
Cooperative Finance Corpeoration (CFC):

Membership $ 1,000 $ 1,000
Capital Term Certificates 1,401,516 1,402,544
Subordinated Term Certificates 14,837,221 9,027,503
Patronage Capital Certificates 619,181 1,019,100
National Bank for Cocoperatives (CoBank) 203,385 313,982
Other 114,828 139,158
$ 2177 $. 11,503 287

Funds held by trustees:
Pollution control bond funds § 15,085,359 $ 14,921,898
Nuclear decommissioning trust fund 1,806,841 1.59€.372

It is not practicable to estimate the fair value of CFC Capital Term
Certificates due to the nature and maturity of these investments.
These investments are regquired as a condition of membership and of
loans provided to Seminole by CFC. Of the $1,401,516 carrying amount
at December 31, 1992, $63,307 matures in 2075 and $518,124 matures
in 2080. Both of these amounts pay 5% annual interest.
Additionally, $364,283 matures in 2017 and pays 3% annual interest
and $55,802 bears no interest and amortizes through 2018.

Investments in CFC Subordinated Term Certificates are reguired as a
condition of guarantees provided to others by CFC on behalf of
Seminole and are generally priced at market rates at the time of
issuance. At December 31, 1992 the estimated fair value of these
investments in the amount of approximately $18 million is based on
the current rates offered by CFC for this type of reqguired
investment.

At December 31, 1992 the estimated fair wvalue of funds held by
trustees in the amount of approximately $17 million is based on
quoted market prices for the securities held by the trustees.



First mortgage notes payable to

Federal Financing Bank (FFB),

guaranteed by REA, principal due in

various installments through 2020,

interest at 7.221% to 10.983% $ 452,716,780 $ 457,142,289

First mortgage notes payable to
REA, principal due in various
installments through

2019, interest at 5% 5,205,789 £,327,337

Pollution control revenue bonds,

payable to the Putnam County

Development Authority, guaranteed

by CFC, principal due in various

installments through 2014, interest

at adjustable rates, currently

3.90% and 2.85% 153,450,000 155,300,000

First mortgage notes payable to

CFC, principal due in various

installments through 2019, interest

at adjustable rates, currently

4.875% and 9.50% —lts985.915 8,077,778
619,368,488 625,847,404

Less current portion (_7.143.061) (_6.475.163)

SW $.512.368.241

Interest paid, including that on the above debt, totaled §51,176,85%1
and $54,130,944 in 1992 and 1991, respectively.

The maturities and annual sinking fund reguirements of all long-term
debt for the four years subsequent to December 31, 1993, are
presented below:

Annual Maturities

Year ending and Sinking Fund

December 31, —Requirements
1994 § 7,698,093
1985 S 8,911,894
1996 & 9,727,368

1997 $ 10,657,380







These transportation equipment leases provide for renewals and
options to purchase at fair market value at various dates or upon
expiration.

Payments under these transportation eguipment leases totaled
$4,204,318 each year for 1992 and 1991. These payments were included
as a cost of fuel inventory and expensed based on the tons of coal
burned throughout the year.

NOTE 6 - NET MARGINS AND EQUITY RESTRICTIONS:

Under provisions of the REA mortgage, until the total of equities
equals or exceeds forty percent of total assets, the distribution of
capital contributed by members is limited generally to twenty-five
percent of patronage capital and margins of the next preceding year
where, after giving effect to such distribution, the total eguity
will equal or exceed twenty percent of total assets. Distributions
may be made, however, in such amounts as may be approved by REA
through waiver ©of the aforementioned restricticns. Such
distributions to members totaled $851,962 in 1591.

The REA mortgage requires Semincle to design its wholesale rates with
a view towards maintaining, on a calendar year basis, a Times
Interest Earned Ratio (as defined) of not less than 1.0 and a Debt
Service Coverage Ratic (as defined) of not less than 1.0. An REA
stipulation arising from the sale of tax benefits regquires Seminole
to design its wholesale rates to provide an annual Times Interest
Earned Ratio (as defined) of not less than 1.05.

In 1992 and 1991, Seminole achieved a Times Interest Earned Ratio (as
defined) of 1.23 and 1.10, respectively, and a Debt Service Coverage
Ratio (as defined) of 1.4 and 1.3, respectively.

NOTE 7 - LINES OF CREDIT:

Seminole had available lines of credit totaling $100 million of which
none were drawn at December 31, 1552. REA policy governs use of
these funds.

NOTE 8 - INCOME TAXES:

Seminole is a non-exempt cooperative subject to federal and state
income taxes and files a consolidated return. As a cooperative,
Seminole is entitled to exclude from taxable income those margins
assigned to members as patronage credits.

Seminole’s ratemaking methods provide that income taxes are
recognized as expense and are recovered through rates when currently
payable. 1In addition, income tax credits are accounted for as a




reduction of taxes currently payable in the period utilized.
Temporary differences in certain items of income and expense for tax
and financial reporting purposes result primarily from depreciation,
amortization and sale-leaseback of plant. 1In 1892 and 1991, income
tax losses resulted after the application of net operating loss
carryforwards and member loss carryforwards, respectively. However,
due to the alternative minimum tax (AMT) provisions enacted by the
Tax Reform Act of 1986, Seminocle was limited in 1992 in using net
operating loss carryforwards, which resulted in payment of AMT
liabilities for federal purposes in the amount of approximately
$280,000. The AMT charged to operations in 1992 will be available
as a credit to offset regular income tax in future years, for both
bock and tax purposes.

Since Seminole became taxable in 1%81, deferred taxes have not been
provided on approximately $211 million of cumulative net temporary
differences. Of this amount, approximately $496 million relates to
taxable temporary differences and approximately $285 million relates
to deductible temporary differences. At December 31, 1992, net
operating losses and income tax credits of approximately $211 million
and $13 million are available to offget future taxable income and tax
liabilities, respectively, through 2006 and 2001. In 1991, all of
the remaining member loss carryforwards were used.

During 1992, the Financial Accounting Standards Board (FASB) issued
Statement No. 109, "Accounting for Income Taxes" which is effective
beginning in 1993. This statement will reguire certain changes in
the way Seminole accounts for income taxes, including a requirement
to record an asset related to cumulative temporary differences and
the establishment of the related income tax liability. Adoption of
this statement should result in Seminole recording a deferred tax
apset reflecting deductible temporary differences and loss
carryforwards at statutory rates and an income tax liability for
taxable temporary differences, each in the amount of approximately
$187 million. The adoption of this statement is not expected to have
a material effect on the results of operations.

Management is aware of certain positions taken by the IRS with
respect to examinations of other cooperatives, including issues with
respect to allocation of income and expense. These matters, if
adversely resoclved and subsequently applied in an IRS examination of
Seminole, could result in a significant tax liability for Seminole.
Management believes that its tax returns have been prepared fully in
compliance with applicable sections of the Internal Revenue Code and,
as such, that no significant amount of liability would result from
such an examination. Accordingly, Seminole has not recorded a
liability related to these issues.



NOTE 5 - EMPLOYEE BENEFITS:

Substantially all Seminole emplcyees participate in the National
Rural Electric Cooperative Association (NRECA) Retirement and
Security Program (the Program), a defined benefit pension plan
gualified under Section 401 and tax-exempt under Section 501 (a) of
the Internal Revenue Code. Seminocle had made annual contributions
to the Program equal to the amounts accrued for pension expense until
July 1, 1587, when a moratorium ocn contributions came into effect due
to reaching full funding limitation. Accordingly, there was mno
pension expense under this plan for 19%2 or 189%1. In this
multiemployer plan, which is available to all member cooperatives of
NRECA, the accumulated benefits and plan assets are not determined
or allocated separately by individual employer.

In December 1950, the FASB issued Statement No. 106, "Employer's
Accounting for Postretirement Benefits Other Than Pensions", which
becomes effective for fiscal years beginning after December 15, 1992
for enterpri<-s in general. Since Semincle is a non-public
enterprise a: @ sponsors a defined denefit plan with no more than 500
plan participants in the aggregate, implementation is reguired in
1995. Adoption of this statement is not expected to heve a material
effect on the financial statements.

NOTE 10 - OPERATING LEASES:

At December 31, 1992, Semincle was cbligated under certain leases of
generating facilities and transportation equipment for which base
lease terms expire on various dates through 2009. The lease of the
generating facilities contains a variable interest rate component
that could affect future lease payments. Base rental obligations
under these leases are payable as follows:

Year ending

December 31,
1993 $ 40,770,213
1554 S 40,770,213
18985 S 40,770,213
18%¢ S 40,770,213
18587 S 40,770,213
Thereafter $ 466,112,388

These leases provide for renewals and options to purchase at fair
market value at various dates or upon expiration.

Rental payments for these transportation equipment leases totaled
$4,609,100 each year for 1952 and 12%1. These payments were included
as a cost of fuel inventory and expensed based on the tons of coal
burned throughout the year.
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Seminole is purchasing most of the coal for the plant under long-term
contracts expiring in 1995 and 2010. Contract terms specify minimum
annual purchase commitments, subject to force majeure conditions, and
prices, which are subject to adjustment for changes in costs. In
addition, Seminole has long-term contractg expiring through 2010 for
transportation of substantially all coal purchases. Contract terms
include a minimum cost as determined by a base quantity of tons
shipped and prices, which are subject to adjustment for changes in
costs. Effective October 1951, Semincle entered into a long-term
contract for a portion of the coal transportation previously provided
under filed tariff. Total charges under these long-term contracts
were approximately $127 million and $106 million in 1892 and 1981,
respectively.

In May of 1990, Semincle established an external Nuclear
Decommissioning Trust Fund (NDTF) in compliance with regulations
prescribed by the Nuclear Regulatory Commission. The fund balance
of approximately $1.8 million represents Seminole’s cumulative share
of the estimated sinking fund reserve regquired to decommission CR3.
Prospectively, annual cash deposits will be made to the NDTF
representing Semincle’s annual share of the projected sinking fund
requirements. These amounts will be recovered from members through
rates and a provision made in current operations each year. Based
upon a study completed in 1986 and updated in 1891, Semincle’s total
share of the projected cost of decommissioning is approximately $3.7
million in 1991 dellars, and decommissioning expenditures are
expected to occur over a nine year period ending in the year 2023.

During 19589, Seminole entered into a twenty year agreement,
commencing in 1993, with an IPP for the purchase of 295 megawatts of
capacity by Seminole from a generating station to be constructed and
operated by the IPP on a site leased from Acuera and, during the
initial ten years of the agreement, an additional 145 megawatts of
capacity to be supplied by the IPP from an existing coal-fired
generating facility. Under the terms of the agreement, Seminocle will
receive this capacity on a first call basis, subject to certain
restrictions as to its use. Seminocle is obligated to make annual
"take or pay" capacity paynients of approximately $35 million over the
initial ten years and approximately $21 million over the final ten
years of the agreement.
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