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; ormed in 1982, Florida Progress Corporation is a diversified utility holding
E company with annual revenues of about S2.8 billion and assets of S5.7 billion.'

Based in St. Petersburg, Fla., the company owns a growing electric utility and
certain select diversified businesses. Its principal subsidiary is Florida Power
Corporation, the state's second-largest electric utility. Looking ahead, Florida
Progress will focus on maintaining Florida Power's operational and financial
strength. Florida Progress' diversification strategy calls for investing in
businesses that will help the company achieve higher earnings and increase
total returns for shareholders.
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. FLORIDA POWER CORPO ' ATION

An electric utility headquartered in St. Petersburg that provides service
to more than 4 million people in Florida. Incorporated in 1899, Florida

' '

Power is involved in the generation, purchase, transmission, distribu- ;
,

! .[ tion and sale of electricity. It has a strong tradition of providing quality
electric service at reasonable rates. Florida Power:j ,

t>

e~ o Provides electricity to about one-third of Florida's population.j
.

,

. o Operates in a state with a fast-growing population. Florida currently'

.

ranks as the fourth most populous state in the United States.
i

|
e Provides service in 32 of the state's 67 counties, covering about

| 20,000 square miles in Central and North Florida and along the

.' Em
. west coast of the state.

.. .
,

, ? .g e Serves "PP&m
.) St. Petersburg

- wasset <

u,

%q gE and Clearwater g,/ 1
.

, . .

8
'

as well as the areas sur-- I' 0] x
I -i rounding Walt Disney World, e Service Area L

.

; .j k }
'

Orlando, Ocala and Tallahassee. g4
.

o3

,
"

o Has a total electric generating capacity of f|
.e .

. . . about 7,300 megawatts of power. Its
;

!
energy sources in 1994 were 45% coal,

i 17% nuclear,16% oil,1% gas and 21%
purchased power.'

'

e Has earned an average return on equity of
12.1 percent during the last three years.

|

|

O
.. .. . - _ - . ._ .- -.
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ELECTRIC FUELS CORPORATION r
i

|| An energy and transportation company that serves electric utilities, - ' '

j including Florida Power, and industrial companies. Formed in 1976, * '

| Electric Fuels has operations in 15 states and is involved in the min-
ing, procurement and transportation of coal; bulk commodities trans-
portation; and rail services. Electric Fuels.

| e Provides Florida Power with about 5 million tons of economical, - *

| low-sulfur coal annually. |

o Sells in excess of 6 million tons of coal annually to other utilities
-

1 and industrial customers. .

o Serves the U.S. railroad industry with a fully integrated operation *

i that reconditions rail-car parts, sells rail and other track material,
repairs freight cars and locomotives, and manufactures rail-car!

1

hydraulic-cushioning units. ' , MI |
, .

,

| o Operates a diverse transportation network and owns or manages k
about 550 barges and approximately 1,500 rail cars. -

-
~

,

e Has eamed an average return on equity of 12.4 percent during the
.,

last three years.

i

1 MID-CONTINENT L.IFE .INSURANCG COMPANY
!

we n :. ; -c ; A life insurance company headquartered in |g?1e ,.
.. --

7
. I!!!Ig - . .| 4 ' ''

Oklahoma City that serves 37 states and.

,

i sells its policies through about 9,000 inde- '

N 1'* ' ' ' 't. s ,.'
. . , n s .s' "I <-%

~

4
< 4;- pendent agents. Mid-Continent's principal

. . h-[; product is a low-premium death benefit
. N '.' policy. Nearly all of the company's financial.j . - -

portfolio is in investment-grade securities. |
-

.
-

- o
~

J -

- [5 Yj ' k.?-
'

Founded in 1909, Mid-Continent:.

t
'

e Has $13.9 billion of life insurance poli-n
..

7 .

cies outstanding.e
,

I
'

-

e Has achieved success with low adminis-

E
.

.
. trative costs, competitive commissionsi

and a conservative investment portfolio.! .
.

1
'

' e Has held an insurance rating of A+
! (Superior) for 16 consecutive years from

| OTHER ' DIVERSIFIED OPERATIONS
. A.M. Best Company, a nationally recog-

nized insurance-rating agency.

i Florida Progress continues its orderly withdrawal from those diversi- e Has earned an average retum on equity
| fied operations that no longer fit into the company's long-range of 11.4 percent during the last three
'

strategic plan. These operations include: years.

o A lending and leasing business with assets of about 5512 million
relating to commercial aircraft and real estate.

,

1 o A real estate operation with investments of about 5133 million in
! office buildings and undeveloped land.
N

I I
3

- - . . . . - . . _.
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While tne board is proud of our company's track record of increasing the- t

'

|
dividends paid per share for 42 consecutive years, it also recognizes that

| TO OUR the electric utility industry is changing, and that change could come even

SHAREHOLDERS f ster than currently forecast. As a result, the board must continue to re-

examine dividend policy and consider a range of options that would be
[

! appropriate in a more competitive industry, given Florida Progress' operat-
t Florida Progress, we,re driven by a'

: ing results, earnings outlook and business strategies.
j solid combination of people, power, precision

and performance -- our forrnuta for success. To assist the board, the timing of future annual dividend policy reviews'

has been changed from November to February. This will follow the sched-
it's the right formula at the n. ht time, ing

. ule of our annual corporate planning process. Available at future reviews in
today's business chmate, performance is

February will be year-end results and
measured by a company's ability

analyses as well as our company's
to offer a product customers

annual five-year financial forecast, which| .. .

A| want, at a competitive pnce,
'

. is completed in December of each year.
while providing qual.ity service.

.

The next dividend policy review by the
You not only need to be continu- ~

board is scheduled for February 1996.
ously responsive to the demands'

,

of your market, but also must be

able to adjust to change. .

.

Electric Utility Stock Prices'

Declinein f994 ..

We selected the image of a
|

well-designed, high-performance
- Rising interest rates, higher inflation and.

racing car to symbolize these -
the threat of increased competition in

,

| quahties. Throughout this report,
the utility industry pushed down utility

| we will show examples of how
- stock prices during the year, a trend that

ctually began in September 1993.
| our people are developing

_

Despite the unfavorable market condi-
[1 innovative ways to serve our ,

tions, our company's common stock
customers better.

performed better than most other elec-
We continue to fine-tune th.is

..
Jack 8. critchfield tric utility stocks, largely because of|

winning formula, because Floridai

Florida Power Corporation's solid fundamental characteristics. Although our
Progress intends to stay a winner.

company's total investment return declined in 1994 for Florida Progress

shareholders, it still outperformed the Standard & Poor's Electrics Index by
.

. . ,

"
*[, 1 8.5 percent. Florida Progress' common stock closed the year trading at $30

per share.
In November, the Florida Progress board of

directors increased the annual dividend rate on

our company's common stock by 4 cents per M gs h a7994 I
'

[
share to $2.02. The decision to increase the Consolidated eamings for 1994 totaled $212 million, or $2.28 per share,

annual dividend rate by 2 percent was made compared with 5196.6 million, or $2.23 a share, eamed in 1993. Earnings

based on our company's current business plan, per share increased in 1994 because of improved operating results from

projected earnings growth and the outlook for our company's diversified operations. '

the electric utihty industry. |
|

O i
!
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v
Electric Fuels Corporation, Florida Progress' energy and transportation e The act also mandated that electric utilities!

unit, continues to show excellent growth in revenues and earnings. Electric provide access to their transmission systems

Fuels posted higher earnings in 1994 because of improved results from so power produced by others could be sent,

its marine and rail operations, including recent acquisitions. Diversified or " wheeled," to wholesale customers.

earnings were 521.3 million, or 23 cents per share, compared with $14.3
e The Federal Energy Regulatory Commission

million, or 16 cents per share, in 1993. The acquisition of FM Ir;dustries,
is developing new rules for the pn. ing and

'

c
inc., completed in December 1994, increased diversified eamings by $2.4

delivety of power within the i

million in 1994. !

wholesale market.
In 1994, Florida Power earned

,

* Nonutility firms now can com-519u7 million, or $2.05 per share, 4 gg .
compared with $181.5 million, or $2.06

' Pete more easily with utilities
-

per share, in 1993. Although utility
- in selling power to wholesale

earnings increased in 1994, earnings customers. By using the high-
,

per share declined due to the issuance .f' efficiency designs of today's

of additional shares of common stock. N ! electric power technology, these
,

M,g
firms are able to build cost-Customer growth of 2.4 percent and

;

effective generation and offera stronger economy contributed to y
customers competitive prices.higher energy sales. Retail kilowatt-hour c,7

sales at our utility increased during I- e Regulators in Califomia, Michigan,

1994 by 3.1 percent over 1993. and New Mexico are considering i
,

Partly offsetting the higher sales was , landmark measures that would
%~the need to recognize further restructur- estabb.h . ew policies for setting

j ing costs in 1994, induding expenses
' "

electric rates and allow large

j associated with a voluntary early retire- customers to choose among

j ment program and work-force reduc- Richard KorPaa electricity suppliers. In the years

tions. These costs reduced Florida Power's earnings per share by 12 cents in ahead, many other states are likely to con-

! 1994. And in September 1994, subsidiaries of our utility withdrew as equity sider regulatory reform and institute pricing
i

j partners from a proposed natural gas pipeline project. This resulted in a structures that are more market-driven.

I charge of 4 cents per share against net earnings in the third quarter.

New Energy Markets Emerging |3Recent Changes Reshaping Utility industry i Not all electric utilities will be affected the same

| What is different about today's electric utility business? What exactly has way by industry changes and increased com-

changed? Well, today, for the typical consumer, very little has changed. petitive pressures. Some utilities will struggle,

Most consumers still receive their electricity the same way they always while others will thrive. Full implications of the

have - from their local power company. However, much has been wntten Energy Policy Act are not yet known. Some of

]
about the significant changes that are reshaping the nation's electric utility the anticipated changes caused by this act

industry. Here is a summary of some of these key changes: likely will occur slowly over a period of several

o The National Energy Policy Act of 1992 further changed the electric years and into the next century. Eventually,,

utility industry by encouraging more competition in the wholesale though, electric services are expected to be

] power market. "unbundled" into at least three market
;

5

1

4
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segments - generation, transmission and Restructuring Continues at Florida Power ,'
distribution. This will give utility customers

Restructuring moves, made now and in the future, will be designed with a
more choices in the future

single purpose in mind: To provide our customers with the best possible
Competitive pressures already are being felt electric service at a competitive price. Though price tends to be the top

within the reneration market. But changes in concern, our customers also want high-quality, reliable service. Our
the way electricity is distributed to homes and challenge is to assure that they continue to receive both.
businesses are probat ly still years away. How-

Florida Power continued to streamline its I

ever, changes could come more rapidly and
o erations and improve efficiencies in 1994. As

we need to be prepared for that possibility.
a result, some positions were combined while

1 ther job functions were eliminated. During the
Changing the Corporate Culture ^

year, our utility's total work force was reduced
For several years now, we have been commu-

by about 800, including 178 employees who
nicating to our employees that the utility busi-

opted to take early retirement under a company
ness is changing and that we must begin

program, effective February 1,1994.
preparing for a new environment. For us to

succeed in the years ahead, we will need to Restructuring is never easy and change can

continue efforts to lower our costs. being a be difficult, especially when it involves having to

low-cost provider of electricity will give us an reduce a work force. But management has an

edge on the competition. bligation to develop the best framework for

ensuring continued success, both in the short
We know the strategies that have served us

term and over the long term. This becomes an
well in the past will not ensure our success in

even greater challenge when a company faces
| the future. Anticipating change and taking the

. .
the prospect of . increased competition.1

| appropnate action are vital to our success. We

are replacing traditional utility business prac- w
'.

tices with more aggressive, market-driven Florida Poweris Well .
..

Positioned for the Future
strategies aimed at retaining and increasing

Investors are beginning to look more closely

at each utility's strengths and weaknesses.
In 1994, we took further steps to lower

And financial analysts now are assessing a
expenses at Florida Power in order to keep our ,

company s exposure to competition relative
utility costs competitive. Decisions were made

to the rest of the . dustry.in
during the year that will prepare our company

a sQ of h nanon's larges insoF 'NR,
- and our employees - for the future. We '

w uthes,9andad & Poofs, a nadonal {
'#

have made changes, and we will continue to
#S"" Y' U" #

make changes, that will improve Flonda e
Power's competitive position is above average, '

Power,s long-term competitive position. famnegWWE9M*,
,

j the highest ranking in the report. Strong growth p g

| potential, operational strength and a manage-

f%4@[ KM['
[<

able construction program are factors cited by

others who believe our utility is well positioned q gg7 ' -
for the future. j reasonsMereguhnory

' '
<

; enwonment. '

G > ~ . .- i

O
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in the years ahead, electric companies that have strong fundamentals Serving Our Customeri

'

likely will be viewed more favorably by investors, particularly as the industry with an Eye to the F4ture

changes and becomes more competitive. The reason is simple: Utilities in the next section of this report, some of the

with good fundamentals can minimize their business risks and improve innovative ways our employees are providing

their ability to succeed in a competitive marketplace. Shown below is a list improved customer service will be discussed. |
of what we think will be required for a utility to succeed in the future and New strategies are being developed to help

how florida Power is positioned. Our company better understand and respond

.

. . . to the changing needs of our customers. We,
.

are committed to this effort.
~

- People. Power. Precision. Performance.

' Offers competitive rates in Fl$rida add does not plan to 9e for[a retail base raer ( jThese words are more than a theme. They

increase for at least the next five years.
'

. represent our formula for success - for staying4

Provided customers in 1994 with rehable elednc senace 99.98 pestent ci the timej jahead of the competition and winning the

' And, in a customer opinion survey conducted dwing Wie year, flonde Power ranked jrace. This strategy will keep our energies
high in overall customer satisfaction. .

~~ ' ''

L
d focused on achieving our goals and buildingI' >

shareholder value, well into the future.
i erves about one-thini of the state's populaten,indudmg neme of Flonda'sS

fastest-growing areas. - .. ]
'

Euicetie national _ /'Has a projected anrv't customer growth rali that is ~
' N7g' y.

*

averagein the eledricuk industry ,

// /j-

. w_.#- 4,

Is recognized as a nationalledePdne aflicent operation of its cookand ! f1
Mred power W |r Dr. Jack B. Critchfield

- Has operated its nudear unit during the past four Wars.atits' highest inwel at ;- y]
Chairman and Chief Executive Officer

.

. .-

performance ever,induding an astercent capeaty factor in 1996uhich ranked J,
~

j]
well above the industry average among Ul nudear plantsd L.

'

'

l Has the secondergest transmnsion system in Flonda
fd Richard Korpan

.k President and Chief Operating Officer
'

'

1 February 1,1995 |
- .a j

|- Has financial flexibility, access to capital and a stedng capital structure. j 1

is financially strong -its secured debt is rated AA- by all of the major credit-rating i ]}
'

.

. , ' , ' . . ..
.

|

~ * ''

aagendes.-
1,i.

t .

. .

iHas received Standard and Poor's highest ranking - above average - for its ;
|

|
competitive position. ,h

. n'J i |, . ..

Has developed long-range business strategies that will enhance the utilay's j 7
competitive position! I

Has implemented a series of cost-cutting programs to maintain a competitive cost
;

. structure. 7
<

Conducts business in an above-average regulatory dimate, according to the<

I nation's securities analysts.

O
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p., advanced and environ-

F fl } | {n t -!p mentally sensitive as

v Uh1 possible. Called! -

Celebration, the pro-
Our Progress team is prepanng for d

.

ject will be comprised
championship race We're leaner and of housing, schools,
more focused We've regrouped to recreational and med
d(hieve a higheslevel of results ical facilities, and retail
through teamwork We ve facecf shops. The first phase
change head on with a new mental is scheduled to open
toughness A fresh competitive spint in 1996. When com-
And we're c ~~ - pleted, the 5,000-acre

moving full - development is
,

speed ahead. s .
expected to have as
many as 20,000 resi-relying on'the i g; dents living within itstalent, energy

and skill of our boundaries.,

people Disney officials selected Florida Power to
K provide electric service to Celebration. Florida

- Power was one of several utilities competing
* * * i " ? " " A % % ' f./ / , S for this opportunity. By the year 2010, it is,

estimated that the project will have an electri-

fo succeed in a changing business envi- cal demand of 100 megawatts.

E ronment, we must stay focused on our Since their decision, Disney planners have
core mission. Today, that mission continues to been working with Florida Power engineers
be customer-driven. Florida Power Corporation and technicians to help turn this bold idea
is committed to offering its customers the best into reality. The project will use sophisticated

#possible electric service at a competitive price. systems for achieving optimal energy use.

Achieving this mission requires that we get State-of-the-art features may include in-home

to know our customers better. We need to technologies and integrated electricity

learn more about their operations so we can management programs.

continue to meet their needs. Our vision is to Several energy-saving ideas, recommended
I be more than just an electric company. We by Florida Power, have been incorporated into

want our customers to think of us as their full- the final design of Celebration. A continuous
service energy adviser. loop of condensing water will run underground

Highlighted in this section are examples throughout the project's downtown area in

that illustrate how Florida Power is reahzing its order to cool and heat businesses and resi-

core mission. We're working hard at listening dences efficientiy. This will eliminate the need

to our customers, particularly when their needs for condensing units to be located outside

change. And as the industry becomes more these buildings. By moving the units indoors,

competitive, our strategies and our actions will they will operate more efficiently, last longer

determine our future success. and improve the project's aesthetics.

Another innovation will be the installation of
a broad band fiber-optics network. Through (,7 y

- interactive communications, electric meters

Near Orlando, Fla., an exciting, new project is within Celebration will be read via remote
beginriing to take shape. It's being hailed as equipment. This will resu't in more efficient dules
the showcase community of tomorrow. A aty billing procedures for bo:h the customer and %
with 21st century infrastructure and high Florida Power. ,,ggggg
energy efficiency. A true prototype of electro ~ Additional energy information, such as cus- -L

technology for the future. tomer usage habits and load data, also may be Lamees agueseig
This unique and ambitious project is the obtained using this fiber-optics network. b 8'idusigenemis m ,

f N,,,,,,
"brainchild of The Walt Disney Company. The Disney recently decided to expand the inter-

goal is to create a oty as technologically active technology to allow collection of billing 7 elshuman.
c

O
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@$L ,m] e Establishing teams of account executives

Uhh'[,b ' < 7kr h who are trained to be energy experts in
'

g
P ??? eaO specific types of businesses. For example,

'

,

yN! *M < Florida Power now offers advice fromM M" ' M:| ;M@NM7UM[[ii4NF employees who are familiar with the special
( M needs of hospitals, restaurants, schools or *

TNMMW I condominiums. 9
,

-

h) o Educating builders as to the benefits of 9,pg -
,

using electricity over other energy sources.
' gg . __.] J )
+ q g W~! % G'

lawasim / gf_ ,? [shinilj[@s[M3
' nggg g .,,

[' M g .. .-

j]
Florida Power employees make it their bus. .ji-

n ness to be sure our customers are satisfied
J

-g mg
- a with our product. If there s a concern, we want 1 -

h to help correct it. We will do what we can to 431Menyany% f design new services to meet our customers' %'m

MNE changing energy needs. h*

' &' | Florida Power believes that providing quality
fdure*

< 'g

el ble o e t custo e t ean serving
information for other utility services within ur customers' needs beyond the electric

Celebration, including water, cable TV and meter. It means helping them get the most out

telephone. f their energy dollar.

Today, services are being offered to better
The use of ultraviolet air-purification sys-

meet the unique needs of our large industrial
tems is being considered for the health-related

customers. We're working with them to identify
facilities at Celebration. These energy-efficient

electrical problems before they become larger,
systems utilize a unique filtration process that

more expensive problems.
helps lower cooling and heating costs while
improving the quahty of indoor air. Also being At a hme rock mining site in Central Florida,

h em was identified by Floridareviewed for use at Celebration are centrally
based recharging stations for electric vehicles. Power technicians. Within the facihty, they

found that a cable supplying power to a
For its other commercial customers, Florida huge dragline was weak and frayed. A special

Power also is providing improved service. The voltage test quickly indicated where a short
utility is: circuit had occurred in the line.

e Providing customers with energy consulting Service breaks of this type essentially shut
services at no cost. Customers can receive down a mining facikty. They can cost a cus-
advice from Florida Power when they are tomer valuable operating time. Without the
planning expansions or buying new electri- assistance of the voltage test, considerable
cal equipment. time would have been spent by the customer

o Offenng incentives that encourage develop _ in trying to locate the problem. Such power

ers to incorporate energy-efficient systems uuge aiso can damage expensive equip-

into new commercial buildings. When effi- ment and reduce a company's profit.

aent hghting, air conditioning or humidity Florida Power also is improving service to
control is included in the design of a new other large industrial customers by:
building, Florida Power will contnbute funds e Helping them troubleshoot electrical prob-
to help offset the costs of these systems. lems within their faalities. By assisting with

o Plaang businesses on electric rates that Preventive maintenance, Florida Power can

provide the most cost savings. For example, help save its customers from paying costly

time-of-use rates can result in lower costs rep ur bills.

for businesses that are able to shift a e installing special electric meters to help
sizable portion of their energy usage to customers monitor load and energy usage
off-peak hours. of speafic equipment.

O
-- - -- - -
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If the fire proved to be electrical in nature,
the specialist said, power would have to be on
so the fire could restart itself. Then, thermal'

~

heat coming from the fire could be moreWith leading-edge technology and
effectively detected by the scanner, he added.

focused teamwork, we're ready to hag <
After weighing the risks, fire officials agreed

die the challenges commg our way-
and electrical service was restored to the con-g

change We're measunng our opert
tionslwith new standards in efhdency Twelve fire trucks from three cities stood by a ws"'

while the Florida Power technician used the
We're (.ustommng servnes to meet e me m re scan h Wng. A sh

- exact customer needs That's the art of time later, on the third floor, the fire was locat-
I*#',"

''

to a sign at the building, had melted and a
ed. A PVC electrical conduit, supplying power

That s
8Preosion. connecting soffit was carrying the smoke

throughout the high-rise. Electricity to the sign
M was isolated and tumed off. Power to the rest,

p-
~ of the condominium remained on, and after a

~

-
- total of nearly four hours, anxious residents

t ,,, <1 s - .- .- .
were allowed to return to the building.

c .
. ; . z ' " s . ~ "" The special needs of other customers are

being met as well. Florida Power:
o Offering power-quality seminars to facility e Urged state regulators to establish a new ,

W y'/dspm*= %managers and maintenance personnel. tanff that will allow Florida Power to collect
o Providing company work crews to help costs on behalf of municipakties for moving -

service substation equipment located at power lines underground. The tariff will give "* '

industrial facilities. Florida Power also can communities a cost-effective mechanism -

furnish spare and replacement parts during for directly assessing those customers who -

emergencies. will benefit from such lines. Florida Power is
;

the only utility in Florida to offer this tariff.
"

Serving the Spedof Needs
- e is able to provide bill-processing services to-

a outside firms and municipalities. This is
of our Customers r # more cost-effective for these entities be-

Sometimes, emergency situations arise at a cause it reduces their personnel expenses
nd eliminates the need for them to investcustomer site that involve our employees. On

September 22,1994, a fire broke out at a 15_ in sophisticated equipment. Florida Power, ~%m , , ' .'

story condominium in St. Petersburg Beach. in turn, is able to genente additional rev-

Emergency crews arrived and evacuated the enue and better utilize its capita! q

investment. qresidents. Electricity to the building was discon-
nected to prevent the fire from spreading. e is dedicating a group of employees to focus

'

Smoke poured from the high-rise but the on meeting the special needs of customers '

source of the fire could not be located. in the wholesale power market.

Firefighters believed they were deahng with
some type of electrical fire. . .

Serving Customers Through
An energy services speciahst from Florida imprDFed filid8Ddes , , ,

^
Power was called to the scene. He had used -

an infrared scanning device to detect faulty Florida Power continues to look for ways to do

wiring before, but never during a fire. The things more efficiently. It wants to reduce costs ; ;,

device's thermal heat sensor can look inside while still providing its customers with safe,
.

[N%
walls and locate electrical " hot spots." Escorted rehable service.

by firefighters, the speciahst began scanning An example of this can be found in a ! sSept y
the building. Two hours later, several hot spots heavy-duty machine used by Florida Power to
were found and smoke continued to pour tnm trees away from electrical wires. The utikty
from those locations. Still, no fire was found. began using the machine last fall in its North

O
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t

t.

, . g, , . e Establishing special employee work teams;3, ; ,; ..

? ' k . k |0 :j i !( / ! : [F to identify areas of the company wherei t :

.; ; ' 1 .. ; . business processes can be improved or...s

eliminated.
This is the bottom kne This is what it's all

about Produong results. It's the culmina. In an effort to serve its customers better,

tion of our people. power and preosson. F orida Power is completing the installation of a

it's what makes the company competitive. new customer service system, one of the most

it's what maintains our finanaal strength dv nced of its kind in the country. Under'

devebp:nent since 1992, the system will help. And it's what
" ' cinpl yees respond more quickly to questions

keeps our cus- s

h nd requests from customers by integratingtomers satisfied ;
multiple types of billing and service information.y

Progress.
..^

performaale is Divers / Red Operations
*h'I "*

Florida Progress' diversified businesses continue
it's the reason

to focus on meeting the needs and require-
" ' ' ' ' " ments of their customers. Whether it's selling

-

3
business coal or life insurance policies, these businesses

have remained profitable in part because of
yas.* * a a

. ..: y j . 3.< ;. E their commitment to customer service. They a '1
4

.

have strengthened Florida Progress through

Florida Region, largely a rural and sparsely pop-
steady earnings growth and building long-term

,

!

investment value for shareholders.
ulated area. Florida Power was able to operate
the machine, called a Timberland, at a signifi_ Florida Progress' energy and transportation a'
cant cost savings. It lowers maintenance unit, Electric Fuels Corporation, continues to '?

expenses and allows utthty crews to work more achieve sizable earnings growth. Electric Fuels ;

efficiently. has built profitable operations through a j/ ,

Only two workers are needed to run the - Y
machine - one at the controls in the cab and

.

~

the other who helps guide the operator. Five 4 , x ,

' O6rotating blades connect to the end of the ;, ,

machine's long boom, which can swivel and .y ' .

-

tilt, enabling swaths to be cut up and down, or
.

i
'

-

.

side to side. The boom can reach heights of
r .a.4N -up to almost 60 feet. Clearing branches and - .: /*

,,.

foliage from power hne nghts-of-way is the ?* - '
e 4

most cost-effective use of the machine.

A second Timbe. land unit is being consid- Q /
ered for use in other parts of Florida Power's
20,000-square-mile service territory.

-

o
,

Morida Power also is operating more effi-
ciently by:

o Continuing to restructure the organization to - ' '
'

prepare for changes in the electric utility ,

industry. This has resulted in work-force
reductions and an early retirement option

~

offered to some employees.
.

O Consolidating many customer service
activities, such as credit, billing and meter

~

, ,

reading. Also, Florida Power's three main
Operating new, more efficient equipment, like this large

operating regions are reorganizing to tre,_ trimming machine, has t esulted in significant cost
become more centrahzed and cost efficient. savings at norida Power.

O
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strategy that hoses on synergy between its in 1994,150 barges were added to Electric Fuels' shipping operation, ;

vertically integrated businesses. Today, the bringing its river and ocean-going fleet to about 550 units. In addition to
company is involved in coal mining and pro- carrying coal, these barges transport dry-bulk cargoes, such as grain prod- |

curement, rail and water transportation, rail-car ucts, fertilizers, limestone, salts and steel products, on the Mississippi and !
and barge repair, rail and track components, Ohio rivers and across the Gulf of Mexico and the Atlantic Ocean. |
and transloading services of bulk products. Electric Fuels also owns or manages approximately 1,500 rail cars that |
With assets of approximately 5500 million, carry steel products and coal from Appalachian Mountain mines to Florida j
Electric Fuels now owns operations in 15 states. power as well as other utilities and industrial customers. Over the years,

.

In recent years, Electric Fuels has expanded Electric Fuels' coal sales to companies other than Florida Power have !

its presence in the nation's rail-services indus- increased considerably. Today, sales to this growing market segment repre- !

try. The company has benefited greatly from sent about 55 percent of the company's total coal sales. {
acquisitions it made in 1993 and 1994. Added Florida Progress also is maintaining a steady growth strategy for its life |
to Ebctric Fuels' operations were the assets of insurance business, Mid-Continent Life Insurance Company. Mid-Continent

'

a rail-car services and parts-reconditioning firm, is we I-positioned in the insurance industry because it has low administra- ;

and a large manufacturer of cushioning units tive costs, competitive commissions and a conservative investment [
for rail cars. These acquisitions have proven to portfolio. With plans to open several new offices during the next five years, I
be excellent investments, boosting 1994 Mid-Continent expects to increase market share through expansion of its !
operating results above projections. regional office network. |

The acquisition in December 1994 of Over the years, Mid-Continent has achieved success by creating
I

FM Industries, Inc. (FMI), a privately held products its customers want. For more than a decade, the company has ;

manufactunng firm, was important to the concentrated on selling a death benefit policy that does not include a
expansion strategy of Electric Fuels' rail-services large savings feature. Instead, this " extra-life" policy provides a significant
operations. FMI manufactures and reconditions amount of protection for the least amount of premium. Because "

hydraulic-cushioning units used on certain payments are relatively low and stay constant over the term of the
'

types of rail cars. Its main product is the policy, this product is popular with Mid-Continent's customers. {FreightMaster line of cushioning units, which
A consistent business strategy and a conservative approach to investing |

.

have been used by the railroad industry for
have resulted in Mid-Continent receiving favorable ,ndustry ratings. A. M.i

more than 30 years. Based in Fort Worth, ,

Best Company, a nationally recognized insurance-rating agency, has desig- |Texas, FMI is a significant supplier of cushion-
n ted Mid-Continent an A+ (Superior) company for 16 consecutive years. ;ing units in the continental United States and

Canada. The next section of this report, titled Management's Discussion 8 i

Another strategic move during 1994 ^" kS'S: "".1 review key operating highlights from 1994. Also included in
the section is a summary of how competition is affecting the company jinvolved the acquisition of Electric Fuels' first
nd its strategies for the future.

rail-to-barge terminal, Ceredo Dock, a large
coal-transloading facility located on the Ohio
River near Huntington, W. Va. Featured at the
facility is a rotary car unloader that turns rail
cars upside down. This technique unloads coal |
faster and is more cost-efficient than the
conventional method of using a rail-car shake-
out system.

'
The acquisition of Ceredo Dock allows

Electric Fuels to handle more coal and expand |

service to its third-party customers, such as I

other coal companies and electric utilities. The j

150-acre facility is the only dock on the Ohio i
'

River that serves both the CSX and Norfolk
Southem railroads, two of the biggest rail ;

carriers east of the Mississippi River. Electric ;

Fuels also will use the site as a base to expand !

its growing river-barge operations.

!

!

|

!
r
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? change. Today, steps are being taken that will . .: .

EARNINGS PER SHARE: put the utility in position to adjust to change
'

'

.

and take advantage f new opportunities. - me :." : %o

A threat for some utilities is the risk of losing %. a Fw : o w.- s2.05
'

o
1 4 i ',

, industrial customers. Morida Power is well posi- i A m. : wmo .25
-

.-. ,,

,.'' + tioned with competitive electric rates to its . .=fr <4 ' m. .. ' oa >
. .-

industrial customers, which account for about = ' m '" W w*
12 percent of the utility's total kilowatt-hour

, [[[''" $2) .. , ,

sales. The average in the electric utility industry - < yy. g w .
. (.os) , . < o

for industrial kilowatt-hour sales is about 35 wm _ .23 ~
: percent. ' r a s.L. T ,w m w 2.2s .

5
in Florida, electric utilities have certain retail ! *"" VM " " .

-

' *MS - st2s s - i;r' ~

-

- . service territorial rights granted by the state

i1 Pubhc Service Commission. In providing elec-
- -

.

tric service, utilities have negotiated franchise
.

. ~ .

agreements with local municipalities outlining priced. Federal regulators are encouraging the formation of reponal trans '

the terms associated with the use of public mis 3 ion groups to set pricing policies and work closely with r. ate regulators

rights of-way. Traditionally, municipalities have ' in the siting of new transmission lines. Because it owns the second-largest

signed 30-year franchise agreements with transmission system in the state, Florida Power believes it is important to

electric utilities. Increasing competition may establish fair policies for pricing and access, particularly as the' industry.

affect new franchise agreements between evolves into a more competitive business.-

utikties and municipalities. As a result, some in 1994, Florida Power took steps to streamline operations 'and reduce :
municipalities may consider operating their costs to improve its competitiveness. These actions will help the utility off-
own electric utility systems. However, over the set rising costs, such as environmental expenses, insurance costs, and
years, municipalities have seldom decided to nuclear decommissioning and depreciation expenses. Florida Power
purchase and operate their own systems expects to eam its authorized retum on equity while maintaining competi-
because the economics generally have been tive prices and offering high-quahty, reliable service.'

~

unfavorable for the local residents. The last Management believes that Florida Powers operational and financial-
time this occurred in Florida was in 1947. strength, manageable construction program, strong growth potential and,

Florida Power currently has 110 franchise reasonable regulatory environment are reasons why the utility is well posi-
agreements, only two of which will expire tioned for the future.
before the year 2000. These two franchises
represent shghtly less than 5 percent of the
utlhty's total revenue. OPERATING RESULTS

in the wholesale market, the Energy Policy Florida Progress' 1994 consolidated earnings were $212 million, compared
Act will result in increased competition for with $196.6 million for 1993 and $175.7 million for 1992. Florida Power
utilities serving cities, rural electric cooperatives eamed $190.7 million in 1994, compared with $181.5 million in 1993 and
and other customers that resell electricity. $170.2 million in 1992. Eamings from diversified operations were $21.3
Florida Power is committed to serving and million in 1994, compared with $14.3 million in 1993 and $5.5 million in
retaining its wholesale customers, which 1992.
represent about 6 percent of the utility's total In 1994 and 1993, Florida Powefs retail kilowatt-hour sales increased,:
kilowatt-hour sales. compared with the prior year. Customer growth and higher average usage

Another challenge for electric utilities is to were the main reasons. Florida Power also benefited from higher retail elec -,

'
construct and operate new baseload genera- tric rates, which state regulators granted in the utility's 1992 retail rate case..

| ' tion at prices competitive with nonutikty gener- Florida Power continued to ' streamline its operations and improve effi-
ators. Florida Power has received regulatory ciencies in 1994. As a result, some positions were combined while other,

approval to construct two baseload units in job functions were eliminated. During 1994, Florida Power's work force was
-

[ Polk County, Florida. The first unit is scheduled reduced by about 800, including 178 employees who elected to take early_
to be in service by 1998 and the second a retirement under a company program, effective February 1,1994. Costs for,

i year later. The utihty believes the generation restructuring and the voluntary early retirement option reduced earnings by
; from these units will be competitively priced $11.5 million, or $.12 a share, in 1994 and by $3.4 million, or $.04 a share,
; with other new power plants in Florida. n 1993.

Electric utihties are beginning to face in September 1994, subsidiaries of Florida Power withdrew as equity
-

changes in the way transmission services are partners from a proposed natural gas pipeline project. Changing regulatory -,

@
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conditions and competitive pressures in the electric power industry prompt- urge customers to conserve electricity. The
ed the utility to reassess its strategic priorities and decide to focus on its commission ordered a three-year test for
core electric business. The wnte-off of the investments lowered Florida residential revenue decoupling, beginning in
Power's 1994 net eamings by $3.9 million, or 5.04 per share. January 1995. Under the plan, abnormal

Significantly higher revenues and earnings from Electric Fuels Corporation weather variances will no bnger impact eam-

were the primary reasons for the increase in diversified earnings during ings with respect to residential revenues.

1994. Electric Fuels' earnings per share were higher in 1994 as a result of Florida Power does not expect revenue decou-
liP ng to have a material effect on annual earn-improved results from marine and rail operations, including recent acquisi-

tions. Mid-Continent Life insurance Company's earnings per share were ings. (See Note 1 to the Consolidated Financial

lower in 1994 due to a change in life reserve provisions to recognize Statements on page 29.)

unexpected persistency in certain insurance policies. In late 1994, Florida Power and the Orlando

in 1993, Florida Progress' results were reduced by the negative impact of Utilities Commission, a municipal utility, negoti-
the new federal income tax law. The tax law lowered Florida Progress' 1993 ated a new 10-year territorial agreement that
consolidated eamings by 56.4 million, or 5.07 per share, compared with sPeofically defines electric service boundaries

1992. Florida Power's 1993 earnings were reduced by $2.8 million and the within Orange County, including areas around
diversified operations' results, including a deferred income tax adjustment, Orlando. The agreement replaces the previous
were lowered during the year by 53.6 million. 20-year contract that expired in July 1994. This

Diversified results were lower in 1992 primarily because the real estate new territorial agreement is subject to the

unit provided for expected losses on the sale of real estate, which reduced Pproval of a separate franchise agreement,

earnings by 57.4 milhon. which the aty of Orlando and norida Power
. . currently are negotiating. Florida Power expects

The financial return on the utility.s common equity was 11.9 percent in
that the terms for a new franchise agreement

1994,12.1 percent in 1993 and 12.3 percent in 1992 Although the 1994
will be finalized soon. The Florida Public Service7

and 1993 utility returns were bolstered by an increase in retail electric rates
Commission is expected to approve the new

and higher energy sales, these increases were offset primarily by higher
territorial agreement in 1995.

income taxes, increased insurance and depreciation expenses, costs for
work-force reductions and the early retirement program, and the invest. Florida Power filed a request with state regu-

ment wnte-off from the gas pipeline project. lators to change the utility's energy manage-

Excluding results from real estate, and lending and leasing operations - ment program beginning in April 1995. While

businesses from which Morida Progress is withdrawing - diversified retums
these changes will lower energy costs to cus-
tomers on average, there will be no significantwere 11.5 percent in 1994,10.1 percent in 1993 and 11 percent in 1992.
impact on earnings. The energy management
program was originally designed as a means to

g defer building additional generation by lowering
peak demand. Recent improvements in tech-

in September 1992, the Florida Public Service Commission granted Morida nology have allowed electric utihties to build
Power an annual revenue increase of 585.8 million. The commission generation less expensively. These changes
approved increases in retail base rates of approximately 558 million to be caused norida Power to reevaluate and
effective in November 1992,59.7 milhon in Apnl 1993 and $18.1 milhon redesign its energy management program.
in November 1993. The retail rates are based on a 12-percent regulatory Morida Power is seeking to reduce customer
return on equity, with an allowed range between 11 and 13 percent. credits to reflect more accurately the value of

The commission ruled that Morida Power's retail regulatory return on each participant's contribution to the program.
equity would be restncted to 12.5 percent for 1994. This temporary The Florida Public Service Commission is
earnings restnction did not affect Florida Power's current retail rates or its expected to decide on these recommended
authorized range for retum on equ:ty. The utihty's retail regulatory return on changes in the first quarter of 1995.
equity was 12 percent for 1994.

In January 1995, Florida Power filed with the
In 1991, the comnission approved the utikty's request to construct two Federal Energy Regulatory Commission two

natural gas-fired, combined cycle generating units in Polk County. Flonda requests to increase rates for wholesale service
Power already has completed the permitting process and purchased 8,100 totaling approximately 59.5 million annually.
acres for the energy site. Florida Power now is performing site development One request of 58.6 million represents a settle-
work and expects the units to be completed in 1998 and 1999- ment agreement with all but one wholesale

At the request of state regulators, Rorida Power submitted a ievenue customer. The second request seeks an
decouphng plan for residential customers. Revenue decouphng is a increase of 5.9 milhon for the remaining cus-
ratemaking concept that eliminates the direct link between kilowatt-hour tomer. The increases are needed pnmarily to
sales and revenues. This concept removes the disincentive for utikties to recover additional purchased power capaaty

O
- - - - - - _ - - - - - - - - - - - - - - -
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costs. Florida Power requested that both Florida Power has long-term contracts to purchase 1,110 megawatts
increases become effective January 1,1995. of firm power and "as-availab!e" energy from cogenerators. At the end of
The commission is expected to approve the 1994,961 megawatts were available to Morida Power. Because credit-
increases in early 1995. rating agencies treat a portion of purchased power capacity payments as a

As a result of rate increases approved from debt equivalent, these commitments may weaken Morida Power's credit

previous settlement agreements, Morida Power ratings. (See Note 11 on page 36.)

increased wholesale revenues by $8.2 million The cost to Morida Power for many of its purchased power contracts is
in 1994 and by $4.8 million in 1993. (See based on what the utikty would have paid to build and operate a new
Note 10 on page 35) pulverized coal-fired plant. In August 1994, Florida Power began paying

cogenerators at an as-available price rather than at the higher firm energy

arr|ydgwbybM yg p g* p3 W-""NE Price for the times the utikty's system requirements would not have
RA J i - +,' Oa N required the use of the avoided coal unit. Using the as-available pricing dur-

Operating revenues were $2.1 billion in 1994, ing off-peak hours reduces payments to cogenerators by about $15 million

compared with $2 bilhon in 1993 and $1.8 bil- annually.

lion in 1992. Utility revenues rose in 1994 Florida Power also established a generation curtailment plan for these
primarily because of increased retail kilowatt- purchased power contracts to avoid having to cycle off lower-cost generat-
hour sales and customer growth during the ing units during periods of low-system demand. Under this plan, energy
year. Phased-in increases in retail base rates purchases from cogenerators would be less during low-load periods.
from the utility's 1992 retail rate case als

Morida Power filed petitions with the Florida Public Service Commission
seeking approval for these changes. Three cogenerators are disputing then c e op r i g revenues b $ million
changes in separate lawsuits. (See Note 11 on page 36.)in 1994 and $43.4 million in 1993 compared

with each preceding year.

sal s nc e s d b 31 p rc t vr19, E
mainly due to customer growth and a stronger Other utility operation and maintenance expenses decreased by $3.1
economy. Customer growth was 2.4 percent in million in 1994, compared with 1993. O&M expenses increased by $64.2
1994. In 1993, the average number of cus- million in 1993, compared with 1992.
tomers in Florida Power's system increased 2 Recoverable energy conservation program costs increased by $3.7
percent, after adjusting for the acquisition of the mdlion in 1994 and by $32.3 million in 1993. Florida Power recovers
aty of Sebnng's electrical distribution system. substantially all of its energy conservation program costs through a clause
Morida Power's annual customer growth rate in electric rates similar to the fuel adjustment clause.
continues to be about twice the national
average in the electric utility industry. The lower 1994 expenses resulted from the utihty's companywide, cost-

. . reduction efforts during the year. The increase in 1993 expenses was pri-
Also contnbuting to the . increase in retad kdo-

marily due to higher energy conservation costs, postretirement benefit costs
watt-hour sales for 1994 was higher average

and the early retirement program.
customer usage. During the year, average resi-
dential sales were up by 1.4 percent, average Depreciation expense increased by $21.3 milhon in 1994, compared

commercial sales increased by 2 percent and with 1993, due to the addition of four combustion turbine units in late

average industrial sales rose by 3.3 percent. 1993 and other plant additions. Depreciation expense increased by $30.7
milhon in 1993 over 1992 primarily because of higher fossil plant disman-
tlement costs that were approved in the utdity's 1992 retail rate case. In, ,,-,,m.

$b g addition, a one-time retroactive adjustment was made in 1992 that

Morida Power recovers substantially all fuel reduced depreciation expense.

and purchased power costs through fuel and Interest expense was impacted positively by lower interest rates in both

capaaty adjustment clauses established by the 1992 and 1993. In 1994, interest expense was higher than in 1993 due
Morida Pubhc Service Commission. Therefore, to higher rates and higher debt levels. Interest expense increased in 1993,

fluctuations in these costs have little impact compared with 1992, due to higher average debt levels in 1993.

year to year on net income. Flonda Power completed several major construction projects that caused
fuel and purchased power costs increased by the a!!owance for funds used during construction to decrease by $4.7

$66.5 mdlion in 1994 and by $49.9 million in mdhon in 1994 and by $3.1 mdhon in 1993, compared with the preceding
1993, compared with each pieced og year. The years.

growth was pnmanly due to higher system re-
quirements and increased purchased power costs.

i
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Florida Progress continues to expand the operations of Electric Fuels g.,

Corporation, the company's energy and transportation unit. Electric Fuels w w,

is building its rail services operations to better serve the needs of its rail -

;

industry customers and accelerate expansion into new markets. in late
1994, Florida Progress acquired FM Industries, Inc., a Fort Worth, Texas-
based manufacturer and reconditioner of cushioning units for rail cars.

'' '

, ,

FM Industries has annual revenues of about $42 million. The acquisition y
was accounted for as a pooling of interests and increased Electric Fuels'

~

m

1994 eamings by $2.4 million, or 5.03 per share. The 1993 and 1992 Y
financial statements were not restated for this acquisition. (See Note 1 on
page 31.)

in June 1993, Electric Fuels acquired the assets of Steel Processing Richard D. Keller, President and Chief Executive Officer,
Dectric Fuels, and Kenneth L Armstrong, Vice President,

Services, Inc., an Alabama-based rail-car repair and parts-reconditioning cenerai counsel and secretary, Florida Progress.

company The acquisition increased 1993 revenues for Electric Fuels by
approximately $80 million, compared with 1992.

in g s NMs hs hm h
Earnings for Electric Fuels in 1994, including results from FM Industries,

,

c mbined lending and leasing business and
were $22.6 million, compared with $14.9 million in 1993 and $12.1

real estate operations totaled $4.9 million,
milhon in 1992. Electric Fuels' rewrn on equity for 1994 was 14.5

$
percent and has averaged 12.4 percent during the last three years.

o 2 in

In 1994, Progress Credit inceased its provi-

g~ gggggggg -
1993, which lowered earnings by $2.5 million.

- '' "

sions for loan and lease losses, compared with
- - -

-
~ - -

Florida Progress also is maintaining a growth strategy for its life insurance in 1993, the effect of the new tax law reduced
unit, Mid-Continent Life Insurance Company, through the development of Progress Credit's net earnings by $2.5 million.
a regional office network. This reduction included a deferred tax adjust-

Mid-Continent's eamings for 1994 were $7.3 milhon, down from $8.5 ment related to the leveraged leasing business.

million in 1993 and $8 milhon in 1992. The Icwer 1994 eamings were During 1994 and 1993, Progress Credit had
due mainly to a change in hfe reserve provisions to recognize unexpected lower operating and interest costs, compared
persistency in certain insurance policies. This offset the impact of growth with 1992, due to lower debt levels in 1994,
in premiums, net of related expenses, in 1994. lower interest rates in 1993 and the sale of

At the end of 1994, Mid-Continent had insurance-in-force totaling some properties in the real estate portfolio.

$13.9 billion. The company's insurance-in-force has grown an average of in 1992, the real estate unit provided for
16 percent per year since Florida Progress acquired Mid-Continent in 1986. expected losses on real estate sales, which

reduced earnings by $7.4 milhon, or 5.09 per
share. This was the major reason for the higher

h[hMf [k[ h[i.).[h h[ g losses in 1992 at Progress Credit.

Progress Credit Corporation is continuing an orderly withdrawal from the Any sale of real estate assets or the finance

lending and leasing business and is selling its real estate properties as unit's holdings is expected to result in lower

market conditions allow. revenues and interest expense for the com-
pany. The impact on net income depends on

The lending and leasing portfoho, which totaled $512 milkon at the end the timing of these sales and the relationship
of 1994, pnmanly contains comrneraal aircraft loans and leases and first between the returns on the assets sold, carry-
mortgage real estate loans. At the end of 1994, Progress Credit had ing costs incurred and the interest rates on the
reserves of $33.7 milhon for the lending and leasing portfobo. Although associated debt repaid.
the airhne industiy continues to face financial pressures, management

Because most of Progress Credit's remain-
beheves the reserves are adequate to implement the company's with-

ing real estate properties are located in growth
drawal strategy as long as there is no significant further detenoration in the

areas, management beheves the market for its
airkne industry.

holdings should improve. The current weak
Progress Credit's investments in its real estate portfoho totaled approxi- commercial real estate market will require the

mately $133 million as of December 31,1994. The majonty of this capital company to hold these properties, and absorb
was invested in Florida Progress' headquarters building and in a corporate the related carrying costs, until the propaties
office park. can be sold.

O
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.ggg-mM].yfn:ahQ. E Florida Progress has been issuing new equity in recent years primarily toT.P 4
.

fund Florida Power's construction program. Florida Progress' goal is to main-
In August 1993, the Omnibus Budget Reconcil- tain capital structures for its utihty and diversified operations that will enable
iation Act of 1993 was signed into law. The its subsidianes to preserve their current credit ratings, which are listed
major provision of the tax law affecting the below: l

company was the increase in the maximum
.

. y .

, .,

corporate income tax rate from 34 percent to h,. ,:ggg(y. g
35 percent, effective retroactively to January 1,

.
.

.qqg,
g .,- .f pu gy ..

,

Mk !
1993. This 1-percent increase in the tax rate,

., }S "y iQ. ; . .g
'

pj W . [}/ ~
p

and the related impact on accounting for long- 5 yy ,
,

w.
1

term leveraged leases, lowered Florida Progress' 4 x1 .. M M ' 16 6 3 ' - 'E"'# f.i
1993 net eamings by $6.4 milhon, or 5.07 per [

kM;g]:q.
I fg( ; y k.f 4-;g7share. (See Note 9 on page 35.)

. , , , , ,p, n[t ( ?a M M ^g~ T 7'g:{ . [ ^ ~ wx37 9 ;.a <,. v .a -
g,, 4

,

{3 ..;.

k rbk) fg $ -

. b kM. f[[d N [IN .[ )
L $( e. , 7' y.$yQfdyg[MW4gMj[;in f;[ ,ag r %Q . vM ;.; A$( y .s.'

Even though the inflation rate has been rela- g |
tively low in recent years, inflation continues to !

affect Florida Progress by reducing the purchas- In May 1992, Florida Progress sold 2.6 million shares of common stock
ing power of the dollar and increasing the cost through an underwritten public offering. The net proceeds of the offering
of replaang assets used in the business. This were 576.5 milhon. In a May 1994 public offering, Florida Progress sold an
has a negative effect on Flonda Power because

additional 3.6 million common shares. The net proceeds of this offering
regulators generally do not consider this eco~ were 392.2 million. During the last three years, the company also raised
nomic loss when setting utihty rates. However, $162.3 million of equity capital through its stock purchase and dividend
such losses are partly offset by the economic reinvestment plan, ca!Ied the Progress Plus Stock Plan. In December 1994,
gains that result from the repayment of long- Florida Progress issued 700,000 shares to acquire FM Industries. Florida
term debt with inflated dollars. Progress forecasts that its equity needs will be minimal over the next few

Flonda Progress adopted several new years.
accounting standards in 1993 and 1994 Florida Progress contributed $130 milkon in 1994,560 milhon in 1993
(See Note 1 on page 30.) and $121.6 milhon in 1992 to Florida Power from the proceeds of the

Several company subsidiar es, including holding company's public stock offenngs anJ the Progress Plus Stock Plan.
Florida Power, have been notified by the U.S. These funds were used to reduce outstanding commercial paper and to
Environmental Protection Agency that each is or further strengthen Florida Power's financial position.
may be a potentially responsible party for the Florida Progress' common equity, as a percent of total capital, was 48.5
cleanup costs of several contaminated sites. percent as of December 31,1994, and 45.1 percent at the end of 1993.
(See Note 11 on page 37.) Short-term debt, as a percent of total capital, was 2.6 percent in 1994 and

Flonda Piogress has off-balance sheet nsk 5 percent in 1993 Long-term debt was 45.4 percent in 1994, compared
related to debt of unconsohdated partnerships. with 46 2 percent in 1993.

|
(See Note 11 on page 37.) Management has recognized that Florida Progress' dividend payout ratio

'

is above industry averages. So for the last two years, the board of directors
has increased the dividend at a significantly lower rate than in prior years.

LIQUIDITY AND CAPITAL Management recognizes that changes in the electric utihty industry, or in
RESOURCES the company's operations, could make it necessary to retain more capital
Cash from operations has been the primary and, therefore, change the current policy of moderately increasing the com-
source of cap;tal for Florida Progress ever the pany's annual dividend. When the board of directors reexamines dividend
last five years. Other sources of capital have pohcy in February 1996, it will again consider a range of options as well as |

included proceeds from the sales of properties company and industry conditions. i

| and businesses, and the orderly hquidation of I

|r r e is t t nue to O E )strengthen over time its capital structure by Florida Power's construction expenditures for 1994 totaled about $320
increasing its common equity percentage and milhon. consisting pnmarily of distnbution and production expenses. The
reduang its debt and pretened stock levels. utihty's five-year construction program includes planned expenditures of

l
1

Q I
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$330 million, $365 million,5409 million, $344 million and $320 million for
~

'AP' '

_j
1995 through 1999. Morida Power forecasts that 95 percent of these con-
struction expenditures will be financed with internally generated funds. - *t "

.,
,

Morida Power's construction program includes two combined-cycle gen-,

elating units to be built in Polk County. Construction expenditures of $318 -

'

million are planned for this new energy complex in the 1995-1999 fore- - )
'

cast, with most of the expenditures in the later years. Florida Power plans to
' '

~

.

use natural gas to fuel the first two units at the Polk County complex. The -

utility has signed a 25-year contract for the transportation of gas to the site
through a proposed pipeline. D _

Florida Power's financial forecast also includes $58 million for construc- - "' g
tion of the Lake Tarpon /Kathleen transmission line. In early 1995, Florida $ .; , .- r
Power plans to petition the Morida Public Service Commission to reassess . A -

this project and seek amortization of accumulated costs of about $23 Y ''-
' ' '-

million. Due to numerous legal and regulatory delays, the total projected gj
costs for the kne have increased to more than $85 million, up from the

,
initial estimate of $30 mil! ion. Morida Power believes that more Cost- Florida Power, and Joseph H. Richardson, Senior Vue
effective, alternative solutions are available to ensure system reliability. President, Legal and Administrative Services, Florida Power.

The commisdon is expected to issue a decision in 1995.

The Clean Air Act of 1990 requires electric utility companies to reduce Progress Capital has a private $400-million

sulfur dioxide emissions in two phases. Morida Power is in compliance with medium-term note program for the issuance
Phase i and expects to meet Phase 11 requirements in the year 2000 with of notes with maturities that may range from

minimal capital expenditures. nine months to 30 years.

In 1994, Florida Power's net cash flow to capital expenditures was 103 Progress Capital also has two revolving bank

percent. In addition to funding its construction commitments with cash credit facilities: a 364-day, $100-million facility

from operations, Florida Power receives equity from Morida Progress and and a five-year, $300-million facility. These

accesses the capital markets through the issuance of commercial paper, facilities are used to back up Progress Capital's

medium-term notes and first mortgage bonds. commercial paper program. (See Note 2 on

Florida Power has a public $200-million medium-term note program, P 8e 31-)

providing for the issuance of either fixed or floating interest rate notes, In 1994, total diversified capital expendi-

with maturities that may range from nine months to 30 years. tures were $40.9 million, primarily for the non-

Morida Power's intenm financing needs are funded primarily through regulated operations at Electric Fuels. Net pro-

its commercial paper program. Morida Power has 364-day and five-year ceeds from leases, loans and securities were

revolving bank credit faalities, $200 million each, which are used to back $28.1 milhon, $21.5 million and $70.1 million

up commercial paper. (See Note 2 on page 31.) in 1994,1993 and 1992, respectively, mainly
to the planned hqu,idation of the finance

During 1993, Morida Power redeemed 800,000 shares of its Cumulative ,

""
Preferred Stock, totaling a par value of $80 million. In late 1994, Florida
Power redeemed an additional 50,000 shares, with a par value of $5 mil- In 1995, diversified capital expenditures are

hon. Mandatory preferred stock redemption requirements for 1996 through expected to be about $40 million, with most of

1999 are $2.5 million annually. (See Note 3 on page 32.) these planned expenditures designated for
g s M ad hk M he ee

Morida Power's embedded cost of long-term debt was 7.1 percent as of
"

December 31,1994, compared with 6.8 percent at year-end 1993. ne ated in ad ed
notes.

ElbIl[END_YkbbdNNNbEDMN 3
Progress Capital Holdings, Inc., is a downstream holding company of Florida
Progress that finances the activities of the diversified operations and consol-
idates the collective financia! strength of these operations. Progress Capital
has the benefit of a support agreement with Morida Progress, which he!ps
to lower the cost of capital to each of the company's diversified businesses.
Progress Capital funds divers.f ed operations primarily through the issuance
of commerc al paper and medium-term notes.

O
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REPORTS FROM MANAGEMENT AND AUDITORS

GEnfBVT' _REh0RT ' _;. ' _; y ^ADOTTO W REPORT f j f f ~..7 g.

To Gur Shareholders: To the Shareholders of Florida Progress Corporation:

Management is responsible for the integrity and objectivity of We have audited the accompanying consolidated balance
the financial and operating information contained in this sheets of Fiorida Progress Corporation and subsidiaries as of
1994 Annual Report to Shareholders, including the consoli- December 31,1994 and 1993, and the related consolidated
dated financial statements covered by the Auditors' Report. statements of income, cash flows, and shareholders' equity
These statements were prepared in accordance with general- for each of the years in the three-year period ended
ly accepted accounting principles and necessanly include December 31,1994. These financial statements are the
amaunts that are based on judgments and estimates by responsibility of Florida Progress Corporation's management.
management. Our responsibility is to express an opinion on these financial

Florida Progress Corporation maintains internal control
systems and related policies and procedures designed to We conducted our audits in accordance with generally
provide reasonable assurance that assets are safeguarded, accepted auditing standards. Those standards require that
that transactions are executed as authorized and are properly we plan and perform the audit to obtain reasonable assur-
recorded and that accounting records may be relied upon for ance about whether the financial statements are free of
the preparation of consolidated financial statements and material misstatement. An audit includes examining, on a
other financial information. These policies and procedures test basis, evidence supporting the amounts and disclosures
include a Code of Conduct program intended to ensure in the financial statements. An audit also includes assessing
employees adhere to the highest standards of personal and the accounting principles used and significant estimates
professional integnty. The design, monitoring and revision of made by management, as well as evaluating the overall
internal control systems involve, among other things, man- financial statement presentation. We believe that our audits
agement's judgment with respect to the relative cost and provide a reasonable basis for our opinion.
expected benefits of specific controi measures. The company
also maintains an internal auditing function that evaluates in our opinion, the financial statements referred to above

and formally reports on the adequacy and effectiveness of present fairly, in all material respects, the financial position of

internal controls, policies and procedures. F1 rida Progress Corporation and subsidiaries as of
December 31,1994 and 1993, and the results of their oper-

In addition, the audit committee of the board of directors, ations and their cash flows for each of the years in the three-
consisting solely of outside directors, meets periodically with year period ended December 31,19F 4, in conformity with
management, the internal auditors and the independent generally accepted accounting principi s.
auditors to review matters related to internal controls, audit
results, financial statements and financial reporting. Annually, As discussed in Notes 1 and 7 t the consolidated finan-
the audit committee recommends to the board of directc,rs cial statements, in 1993, Florida Progress Corporation and

the selection of independent auditors. Both the indegodent subsidianes changed their methods of accounting for income

auditors and the internal auditors periodically meet alone taxes and postretirement benefits other than pensions.

with the audit committee and have free access to the com-
mittee at any time.

For Management, [

n. I J-__x
St. Petersburg, Florida
January 23,1995

Jeffrey R. Heinicka
Senior Vice President and Chief Financial Officer

O
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CONSOLIDA TED FINANCIAL STATEMENTS
. .CONWUObNOS?hWS.N.!WW( . . . ... ... . . . ......,._ , . ..:....RORIDA @ OGRESS CORPORA T) * y-

_

FOR THE YEARS ENDED DECEMBER 31,1994,1993 AND 1992 (in millions, except per share amc:,nts)

1994 1993 1992

REVENUES:
Electric utility $2,080.5 $ 1,957.6 $ 1,774.1

Diversified 691.0 491.4 321.2
2,771.5 2.449.0 2,095.3

EXPENSES:

Electric utility:
Fuel used in generation 431.9 460.8 471.9
Purchased power 294.6 209.5 140.4
Deferred fuel (1.5) (11.8) (3.7)
Other operation 388.8 378.0 310.9
Operation 1,113.8 1,036.5 919.5
Maintenance 122.9 136.8 139.7
Depreciation 261.5 240.2 209.5
Taxes other than income taxes 162.8 152.6 138.3

1,661.0 1,566.1 1,407.0

Diversified:
Cost of sales 571.2 390.1 238.4
Other 63.3 50.2 45.1

634.5 440.3 283.5
|NCOME FROM OPERATIONS 476.0 442.6 404.8

INTEREST EXPENSE AND OTHER:
Interest expense 144.8 141.1 134.2
Allowance for funds used during construction (10.9) (15.6) (18.7)
Preferred dividend requirements of Florida Power 10.1 13.4 16.7
Other expense (income), net 10.3 (2.5) 8.4

154.3 136.4 140.6

INCOME BEFORE INCOME TAXES 321.7 306.2 264.2
Income taxes 109.7 110.4 88.5 j

INCOME BEFORE ACCOUNTING CHANGE 212.0 195.8 175.7 |
CUMULATIVE EFFECT OF INCOME TAX l
ACCOUNTING CHANGE - .8 - I

NET INCOME 5 212.0 5 196.6 5 175.7

AVERAGE SHARES OF COMMON STOCK OUTSTANDING 93.0 88.3 85.4

EARNINGS PER AVERAGE COMMON SHARE:

Income before accounting change $2.28 $2.22 $2.06
Change in accounting for income taxes - .01 -

52.28 $2.23 $2.06
The accompanying notes are an ontegralpart of these finanaalstatements-

O
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conSouoarEo natancE SHEETS FLORIDA PROGRESS CORPORATION

DECEMBER 31,1994 AND 1993 (Dollars in millions) |

!

1994 1993 l

ASSETS |

PROPERTY, PLANT AND EQUIPMENT:,

Electric utility plant in service and held for future use $5,603.4 $5,320.3 i'

Less: Accumulated depreciation 1,981.6 1,846.2
Accumulated decommissioning for nuclear plant 135.2 118.3 j

Accumulated dismantlement for fossil plants 92.4 68.5 !

3,394.2 3,287.3
Construction work in progress 222.1 285.7 '

Nuclear fuel, net of amortization of $322.8 in 1994 and $299.9 in 1993 52.9 68.4

Net electric utility plant 3,669.2 3,641.4
- Other property, net of depreciation of $163.5 in 1994 and $141 in 1993 420.9 391.6 ,

4,090.1 4,033.0

CURRENT ASSETS:
Cash and equivalents 14.4 9.~.

,

Accounts receivable, net 262.2 242.7 |
Current portion of leases and loans receivable 15.3 31.3 !

'
Inventories, primarily at average cost:

Fuel 75.2- 79.5
Utility materials and supplies 110.4 112.2
Diversified materials 68.1 35.8 :

Underrecovery of fuel cost 1.8 7.1 i

Other 41.0 41.8 J
'!588.4 559.5

>

OTHER ASSETS:
Investments:

Leases and loans receivable, net 438.0 485.4
Marketable securities 148.3 129.3
Nuclear plant decommissioning fund 123.6 l']7.7
.loint ventures and partnerships 74.5 88.4

Deferred insurance policy acquisition costs 91.9 81.5
Other 163.9 154.0

_

1,040.2 1,046.3

$5,718.7 $5,638.8

The accompanying notes are an antegralpart of these finanocistatements.

t
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(Douars in miHions)

1994 1993

CAPITAL AND LIABILITIES ,

'
COMMON STOCK EQUITY:

Common stock without par value,250,000,000 shares authorized, !

. 95,175,360 shares outstanding in 1994 and 89,259,572 in 1993 51,148.1 $1,008.3'

Retained earnings 842.9 812.2
Unrealized loss on securities available for se!e (6.6) -

,
,

1,984.4 1,820.5
i CUMUI.ATIVE PREFERRED STOCK OF FLORIDA POWER:

$ Without sinking funds 113.5 113.5 i

With sinking funds 30.0 35.0
,

LONG-TERM DEBT 1,859.6 1,866.6
1 ,

!

'

TOTAL CAPITAL 3,987.5 3,835.6

!- CURRENT LIABILITIES: ;
'

; Accounts payable 147.1 149.4

! Customers' deposits 76.9 71.5
'

income taxes payable 12.7 42.3 '

; Accrued interest 47.3 45.2
i: Other 84.1 77.4

1 368.1 385.8
j Notes payable 55.3 125.0

| Current perhon of long-term debt 52.9 76.6

| 476.3 587.4

i ;

i ;

i i

! DEFERRED CREDITS AND OTHER LIABILITIES:
j Deferred income taxes 744.1 756.3 !

Unamortized investment tax credits 110.0 119.6 :

j insurance policy benefit reserves 222.5 186.5
! Other postretirement benefit costs 67.8 47.4 |

1 Other 110.5 106.0 I
1,254.9 1,215.8 |,

! COMMITMENTS AND CONTINGENCIES (Note 11)
'

! 55,718.7 55,638.8
i
4

1

:

i

: 1

9;
;
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CONSOLIDATED STATEMENTS OF CASH FLQWS FLORIDA PROGRESS CORPORATIOfv I

i

fL FOR THE YEARS ENDED DECEMBER 31,1994,1993 AND 1992 (In millions)
!

1994 1993 1992 f
' OPERATING ACTIVITIES: ;

income before accounting change $212.0 $195.8 $175.7 f
Adjustments for noncash items:

Depreciation and amortization 321.7 299.9 268.7
Deferred income taxes and investment tax credits, net (32.3) (49.1) (17.4) !

Increase in accrued other postretirement benefit costs 20.4 23.6 -

Net change in deferred insurance policy acquisition costs (10.4) (12.9) (12.9) .
,

Net change in deferred insurance policy benefit reserves 36.0 25.8 24.4
,

Changes in working capital, net of effects from acquisition
or sale of businesses: ,

Accounts receivable (17.4) (26.1) (18.6) -

,

invertories (10.1) 12.2 (36.8)
'

Overrecovery (uilderrecovery) of fuel cost 5.3 (2.7) - (43.8)
Accounts payable (4.2) 17.7 14.2
Other (11.5) 23.4 23.1

Other operating activities 23.0 (4.7) (2.9)
532.5 502.9 373.7

INVESTING ACTIVITIES:
Property additions (including allowance for borrowed funds

used during construction) (368.1) (462.4) (519.6) |
Proceeds from sales of properties and businesses 16.3 35.8 31.5

'

Purchase of leases, loans and securities (74.1) (128.6) (65.7) :
Proceeds from sale or collection of leases, loans and securities 102.2 150.1 135.8 {
Acquisition of businesses (17.1) (80.5) (23.0)
Investments in joint ventures and partnerships (5.2) (24.1) (5.3) !

Distributions from joint ventures and partnerships 3.9 26.0 5.0
Other investing activities (10.8) (13.5) (15.1)

(352.9) (497.2) (456.4)
FINANCING ACTIVITIES:

Issuance of long-term debt 103.7 385.7 450.3
Repayment of long-term debt (86.7) (473.2) (315.3)
Increase (decrease) in commercial paper with long-term support (61.2) 154.0 (34.1)
Redemption of preferred stock (5.0) (80.5) (5.0)
Sale of common stock 138.0 59.1 137.6

!Dividends paid on common stock (185.9) (172.3) (163.4)
Increase (decrease) in short-term debt (75.6) 124.2 .2
Other financing actrvities (1.6) (1.7) (2.7)

(174.3) (4.7) 67.6

NET INCREASE (DECREASE) IN CASH AND EQUIVALENTS 5.3 1.0 (15.1)
Beginning cash and equivalents 9.1 8.1 23.2

ENDING CASH AND SQUIVALENTS 5 14.4 $ 9.1 $ 8.1
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION: t

Cash paid during the period for:
Interest (net of amount capitahzed) 5135.2 $138.1 $129.9
income taxes (net of refunds) 5171.5 $155.1 5 91.5

'
The accompanyong notes are an integralpart of these finanaal statements.
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CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EOUlTY FLORIDA PROGRESS COR * e

FOR THE YEARS ENDED DECEMBER 31,1994,1993 AND 1992 (Dollars in millions, egept per share ,aounts)

Cumulative Preiened
stock of Florida Power

Unrealized Loss
on secunties Without With

Common Retained Available sinking sinking
stock Eamings for sale Funds Funds

Balance, December 31,1991 5 811.6 $776.1. 5 - $133.5 $97.5

' Net income 175.7
Common stock issued - 4,596,938 shares 137.6
Cash dividends on common stock ($1.905 per share) (163.4)
Preferred stock redeemed or reclassified to current - 150,000 shares (15.0)

Balance, r'ecember 31,1992 949.2 788.4 - 133.5 82.5

Net incor. s 196.6
Common stock issued - 1,729,716 shares 59.1
Cash dividends on common stock ($1.95 per share) (172.3)
Preferred stock redeemed -- 675,000 shares (.5) (20.0) (47.5)
Balance, December 31,1993 1,008.3 812.2 - 113.5 35.0

Net income 212.0
Common stock issued - 5,215,788 shares 138.9
Common stock issued in pooling of interests - 700,000 shares .9 4.1

Cash dividends on common stock (51.99 per share) (185.4)
Unrealized loss on marketable securities available for sale (6.6)
Preferred stock redeemed - 50,000 shares (5.0)
Balance, December 31,1994 $1,148.1 $842.9 $ (6.6) $113.5 $30.0
The anompanyng notes are an integralpart of these bnonaal statements.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
O SUMMARY OF SIGNIFlCANT Utility Plant - Utility plant is stated at the onginal cost of construction,

ACCOUNTING PollCIES which indudes payroll and related costs such as taxes, pensions and other

General - Florida Progress Corporation (the Company) is an exempt fringe benefits, general and administrative costs, and an allowance for

holding company under the Public Utility Holding Company Act of 1935. funds used during construction. Substantially all of the utility plant is

its largest subsidiary, representing 75% of total assets, is Florida Power pledged as collateral for Rorida Power's first mortgage bonds.

Corporation (norida Power), a public utikty engaged in the generation. The allowance for funds used during construction represents the esti-
purchase, transmission, distribution and sale of electric energy primarily mated cost of equity and debt for utility plant under construction. norida
within Rorida. Power is permitted to eam a retum on these costs and recover them in

The consolidated financial statements indude the financial results of the rates charged for utikty services while the plant is in service. The aver-

the Company and its majority-owned operations. All significant intercom- age rate used in computing the allowance for funds was 7.8% for 1994,

pany balances and transactions have been eliminated. Investments in 7.9% for 1993 and 8% for 1992.

20%- to 50%-owned joint ventures are accounted for using the equity Utility Revenues, hel and Purchased Power Expenses - Revenues
method. ndude amotats reselting from fuel, purchased power and energy con-

Accounting for Regulatory Assets and Liabilities - Florida Power is servation adjustent dauses, which are designed to permit full recovery

regulated by the Rorida Public Service Commission (FPSC) and the of these costs. The adjastment factors are based on projected costs for a

Federal Energy Regulatory Commission (FERC). The utility follows the six- or 12-month period. The cumulative fuel cost difference is shown on

accounting practices set forth in Financial Accounting Standard No. 71, the balance sheet as overrecovery or underrecovery of fuel costs. Any dif-

" Accounting for the Effects of Certain Types of Regulation." This standard ference is refunded or billed to customers during the subsequent period.

requires utihties to capitahre or defer certain costs if it is probable that The FPSC ordered norida Power to conduct a three year test for rev-
these costs will be recovered through the ratemaking process. Morida enue decoupling for its residential customers. Decoupling eliminates the
Power has regulatory assets and liabihties that are being amortized over direct knk between kilowatt-hour sales and revenues. Beginning in 1995,
the periods prescribed. Current regulatory practice allows these items to nonfuel revenues will be determined by multiplying a revenue per cus-
be recovered or paid through customer rates. tomer amount by the total number of residential customers. Monthly resi-

O
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dential customer bills will be calculated just as they were before decou- Profit from Real Estate Sales - Profit from the sale of real estate is I
pling Differences between target revenues and actual revenues will be recognized only upon the closing of a sale, the transfer of ownership

;

collected or refunded over a 12-month period through the conservation rights to the purchaser and receipt of an adequate cash down payment. ,

clause. The revenue per customer amount will be adjusted annually for a Accounting for Certain Investments - The Company considers all
'

growth factor.
highly liquid debt instruments purchased with a maturity of three months

Florida Power accrues the nonfuel portion of base revenues for ser- or less to be cash equivalents. financial Accounting Standard No.115,
.

'

vices rendered but unbilled. " Accounting for Certain Investments in Debt and Equity Securities" (FAS
The cost of fo: 1 fuel for electric generation is charged to expense as 115), was adopted by the Company as of January 1,1994. Under FAS i

consumed. The cost of nudear fuel is amortized to expense based on the 115, irrvestments in debt and equity secunties are dassified and account- |
quantity of heat produced for the generation of electric energy in relation ed for as follows:

|Ito the quantity of heat expected to be produced over the life of the Typeof 5ecurity Aucunting Trutment
nudear fuelcore. Debt securities held to maturity Amortized cost

j

Earned Income on Finance Leases - Eamed income, induding any Trading secunties rk al h unrealized gains and losses

residual values expected to be recognized, and the related delerred
secunties available for sale Fair rnarket value with unrealized gains and losses, i

investment tax credits are amortized as revenues over the term of the net of taxes, reported separatety in shareholders'
lease to provide an approximate level return on the net investment. equity !

Residual values are determined principally on the basis of independent
appraisals. See Note 5 on page 33 for held to maturity and available for sale

*

securities at 1994 year-end. At December 31,1994, the Company had no
Income Taxes - The financial statements for 1993 and 1904 reflect the investments in assets dassified as trading securities. faccounting for income taxes in accordance with Financial Accounting

Prior to the adoption of FAS 115, these assets were measured at
Standard No.109, " Accounting for Income Taxes" This standard requ,resi

amortized cost for debt instruments, and the lower of amortized cost or t
that deferred taxes be provided on all significant temporary differences

marlet for equity instruments. In accordance with the new rules, the
between the financial and tax basis of assets and liabilities using presently

prior year financial statements have not been restated to reflect the
enacted tax rates. When the Company adopted the new standard in 1993,

change in accounting principle. The adoption of this standard had no
net income was inceased by $ 8 million due to the Company's nonregu- '

effect on netincome or cash flows.
lated activities.

Deferred investment tax credits, subject to regulatory accounting prac- Accounting for Nuclear Operations - The Financial Accounting

tices, are amortized to income over the lives of the related properties. Standards Board (FASB) has a current project addressing the accounting
,

for obligations related to the decommissioning of nudear power plants.
Depreciation and Maintenance - The Company provides for deprea- Florida Power records a provision for nudear decommissioning costs over
ation of the cost of properties over their estimated useful lives primarily the expected life of its nudear plant. Currently, the accumulated provi-
on a straight-line basis. Florida Power's annual provision for depreciation, sions for nuclear decommissioning costs are recorded as a contra asset
induding a provision for nuclear plant decommissioning costs and fossil on the balance sheet. One altemative, if adopted, would require Florida
plant dismantiement costs, expressed as a percentage of the average bal- Power's 90.4% share of total estimated nudear decommissioning costs of
antes of depreciable utthty plant, was 4.8% for 1994,4.8% for 1993 and $391 million in 1994 dollars to be recorded as a hability, with a corre-
4 6% for 1992. sponding plant or regulatory asset. There would be no impact on eam-

In October 1994, the FPSC approved Florida Power's updated depreci- ings or cash flows. The FASB is expected to reach a decision in 1995.

ation study. be study induded results of a site-speafic dismantlement Florida Power accrues a reserve for maintenance and refueling
analysis of Florida Power's fossil generating facilites. Changu in deprecia- expenses anticipated to be incurred during scheduled nudear plant
tion rates became effective in January 1995 and will not have a significant outages.

impact on annual depreciation expense.
Postretirement Benefits Other Than Pensions - The Company

Florida Power charges maintenance expense with the cost of repairs implemented Financial Accounting Standard No.106, " Employers'
and minor renewals of property. The plant accounts are charged with the Accounting for Postretirement Benefits Other Than Pensions" (FAS 106),
cost of renewals and replacements of property units. Accumulated depre- in 1993. This standard requires that an employer's obligation for postre-
ciation is charged with the cost, less the net salvage, of property units tirement benefits be fully accrued by the date employees attain full eligi-
retired. bihty to receive such benefits. The Company's costs for 1993 increased

insurance Premiums, Policy Acquisition Costs and Benefit from $5 milhon to $23.9 million under FAS 106. A substantial portion of ,

Reserves - Life insurance premiums are recognized as revenue over the the additional costs is recovered from Florida Power customers through
retail base rates.premium-paying periods of the pohcies. The Company defers recoverable

costs in its insurance operations that directly relate to the production of impaired Loans - The Company will be required to prospectively adopt
'

new business. These costs are amortized over the expected premium. Financial Accounting Standard No.114, " Accounting by Creditors for
pay ng penod. Reserves are estabhshed out of each premium payment to impairment of a loan," as amended by Financial Accounting Standard
provide for the present value of future insurance policy benefits, using No.118, " Accounting by Creditors for impairment of a loan - Income
reasonable assumptions for future investment yield, mortahty, with. Recognition and Disdosure," in 1995. These standards require the
drawals and the nsk of adverse deviation. Company to compute present values for impaired loans when determin-

*
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. ing the allowance for credit losses. At December 31,1994, approximately
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ed for as purchases except the acquisition of FM Industries, Inc., in [
$72 million of loans receivable were impaired, and the Company antici- December 1994, which was accounted for on a pooling of interests basis. .

~

pates assigning approximately $18 million of the allowance for loan iosses Because the effect of restating data related to this acquisition is not mater- |
to these loans. Because the Company's existing allowance is adequate for ial, prior-year results are not restated.

any such impairment, no impact on earnings is expected due to the The 1994 Statement of Cash Flows does not reflect the value of the !
adoption of these standards. 700,000 shares of common stock issued for the acquisition of FM !

Business Acquisitions - The Company and its subsidiaries acquired industries. The market value of the shares at the date of issuance was j
several businesses in 1994,1993 and 1992. All acquisitions were account- $21.1 million.

i

0 DEBT
;

The Company's long-term debt at December 31,1994 and 1993, is scheduled to mature as follows:

Interest

(In mi# ions) Rate 1994 1993

I
Florida Power Corporation:

First mortgage bonds: f
Matunng through 1999: [

199s 4.74%(a) $ 34.4 $ 34.4 t

1997 6.13 % 16.7 16.7

1999 6.50 % 75.0 . 75.0

Maturing 2002 and 2003 6.s0%(a) 200.0 280.0
'

Maturing 2008 6.88 % 00.0 80.0

Maturing 2021 through 2023 7.98%(a) 400.0 400.0

Disc.ount, net of premium, being amortized over term of bonds (6.7) . (7.3)

079.4 878.8

Pollution control financing obligations:

Maturing 2014 through 2027 6.s9%(a) 140.9 240.9

Notes matunng:

1994 1995 6.67 % 1.0 46.9 1

'
1996 2008 7.81%(a) 77.9 77.9

Commercial paper, supported by revolver maturing November 30,1999 5.98%(a) 200.0 200.0

Progress Capital Holdings: |
Notes maturing:

1994-199s 9.20 % 6.0 26.3

1996-2004 7.63%(a) 276.0 176.0 t

Commercial paper, supported by revolver maturing November 30,1999 6.01%(a) 103.0 24s.0 !
Other debt, matunng through 2006 8.92%(a) 47.5 s1.4

1,912.5 1,943.2

less: Current portion of long-term debt $2.9 76.6

$ 1,059.6 . $1,866.6

(a) Weighted meroge interest rate at December 31, r994.

The Company's consolidated subsidiaries have lines of credit totaling During 1994, Florida Power repaid $45.9 million of the medium-term i
$800 million, which are used to support commercial paper. The lines of notes. The program has approximately $170 million available for future

cedit were not drawn on as of December 31,1994. Interest rate options issuance.

under line of credit arrangements vary from subprime or money market PCH has a private $400-million, medium-term note program providing
rates to the prime rate. Banks providing lines of credit are compensated for the issuance of notes with maturities ranging from nine months to 30
through fees. Commitment fees on lines of cedit vary between D8 and years. In 1994, PCH issued $100 million of 5,7 and 10-year medium-
.15 of 1%. term notes with a weighted average interest rate of 6.03%. A balance of

the lines of credit consist of four revolving bank credit facilities, two $126 million is available for issuance under this program at either fixed or

each for Florida Power and Progress Capital Holdings, Inc. (PCH). The floating rates.

Florida Power facilities, $200 million each, are for terms of 364 days and The combined aggregate maturities of long-term debt for 1995
five years. The PCH facilities consist of $100 million with a 364-day term through 1999 are $52.9 million, $1764 million, $52.8 million, $16.1 mil-
and $300 million with a five-year term. In 1994, both 364-day facilities lion and $513.6 million, respectively. In addition, about 17% of Florida

- were extended to November 1995. In addition, both five-year facilities Power's outstanding first mortgage bonds have an annual 1% sinking
were extended to November 1999. Based on the duration of the underly- fund requirement. These requirements, which total $1.8 million for 1995,

ing backup credit facilities, $383.8 million of outstanding commercial $1.3 million annually for 1996 and 1997, and $1 million annually for 1998
Ipaper at December 31,1994, and $445 million of outstanding commer- and 1999, are expected to be satisfied with property additions.

cial paper at December 31,1993, are classified as long-term debt. Florida Progress has a support agreement with PCH that requires the

Florida Power has a public $200-million, medium-term note program parent company to maintain a minimum net worth at PCH. At December

providing for the issuance of either fixed or floating interest rate notes. 31,1994, PCH's net worth was $99.3 million higher than the amount 1

These notes have maturities ranging from nine months to 30 years. required under this agreement. j
.

O
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0 PREFERRED AND PREFERENCE STOCK AND SHAREHOLDER RIGHTS
A summary of outstanding Cumulative Preferred Stock of Morida Power follows:

Current Outstanding
Dudend Redempbon Shares December 31

Rate Pnce Authorized Outstanding 1904 1993

(in millions)
Wd! out sinlung funds, not subject to mandatory redempbon:

4.0mb $104.25 - 40.000 39,980 $ 4.0 $ 4.0
4.40 % $102.00 75,000 75,000 7.5 7.5

]4.58 % $101.00 100,000 99,990 10.0 10.0 i

4.60 % $103.25 40,000 39,997 4.0 4.0 ,

4.7s% $102.00 80,000 80,000 8.0 8.0 i

7.40 % $102.48 300,000 300,000 30.0 30.0
7.76 % $102.21 500,000 500.000 50.0 50.0

$113.5 $113.s

With sinking funds, subject to mandatory redemption: |
7.08 % $104.72(a) 500,000 300.000 $ 30.0 $ 35.0

(a) $102.36 der November 15 1996; $100.00 der November 15, 2001.

|
The authorized capital stock of tiie Company indudes 10 million Net capital additions for Florida Power were $21.7 million in 1994 and

shares of preferred stock, without par value, induding 2 million shares $20.1 millior' in 1993, and depreciation expense, exdusive of nudear
designated as Series A Junior Participating Preferred Stock. No shares of decommissioning, was $27.3 million in 1994 and $262 million in 1993.
the Company's preferred stock are issued and outstanding, but the held- Each co-owner provides for its own financing; florida Power's share of the
ers of the Company's common stock have the right to purchase shares of asset balances and operating costs is induded in the appropriate consoli-
the Series A Junior Participating Preferred Stock in certain orcumstances dated financial statements. Amounts exdude any allocation of costs relat-
according to the Company's Shareholder Rights Agreement. ed to common facilities.

Under the Shareholder Rights Agreement, each share of the Decommissioning Costs - Florida Power's nudear plant depreciation
Company's common stock has associated with it approximately two-thirds expenses indude a provision for future decommissioning costs, which are i

of one right, subject to adjustment, which is exercisable in the event of recoverable through rates charged to customers. Florida Power is placing
certain attempted business combinations. If exercised, the rights would amounts collected in an extemally managed trust fund. The recovery
cause substantial dilution of ownership, thus adversely affecting any from customers, plus income eamed on the trust fund, is intended to be

s

attempt to acquire the Company on terms not approved by the sufficient to cover Morida Power's share of the future dismantlement,
'

Company's Board of Directors. The rights have no voting or dividend removal and land restoration costs. Florida Power has a license to operate
rights and expire in December 2001, unless redeemed earlier by the the nudear unit through December 3,2016, and contemplates decom- !
Company. missioning beginning at that time. j

The authorized capital stock of Rorida Power indudes three dasses of In the last site-specific study approved by regulatory authorities, total
'

preferred stock: 4 million shares of Cumulative Preferred Stock, $100 par future decommissioning costs were estimated to be approximately $1.2
value; 5 million shares of Cumulative Preferred Stock, without par value; billion, which corresponds to $227 million in 1994 dollars. Under this
and I million shares of Preference Stock, $100 par value. No shares of study, Florida Power's share of decommissioning expense, as authorized !
Florida Power's Cumulative Preferred Stock, without par value, or by the FPSC and the FERC, was $11.9 million annually for 1994,1993 and ;

Preference Stock are issued and outstanding, while a total of 1.4 million 1992.
'

shares of the Cumulative Preferred Stock, $100 par value, are issued and
In December 1994, Florida Power filed a new site-specific study with ,

outstanding in various series as detailed in the chart above.
the FPSC that estimated total future decommissioning costs to be approx- !

Preferred stock redemption requirements for 1996 to 1999 are $2.5 imately $1.7 billion, which corresponds to 3391 million in 1994 dollars. :

million per year. Florida Power filed a petition with the FPSC requesting that the retail por- ;

tion of annual decommissioning expense be increased to $17.7 million,

@ NUCLEAR OPERATIONS beginning in January 1995. Florida Power is not seeking an increase in |
Jointly Owned Plant - The following information relates to Florida rates to recover the higher costs. The FPSC is expected to rule on this )
Power's 90.4% proportionate share of the Crystal River Nudear Plant at petition in 1995.

{December 31,1994 and 1993: '

Fuel Disposal Costs - Florida Power has entered into a contract with
the U.S. Department of Energy (DOE) for the transportation and disposal !

on maono in4 in3 of spent nudear fuel. Disposal costs for nudear fuel consumed are being

Utaty plantin service $654.i $622.7 collected from customers through the fuel adjustment dause at a rate of *

construction work in progress is.i 22.8 S.001 per net nodear kilowatt-hour sold and are paid to the DOE quarterly.
Unamortued nudear fuel 52.9 68 4 Florida Power currently is storing spent nuclear fuel on site and has suffi-
Accumulated depreciation 285.2 266.3 cient storage capacity in place or under construction for fuel Consumed
Accumulated decommissioning 135.2 118.3

through the year 2010.

!

O !

- . .- . - . _ - . . -. - . - - -



'

g

h FINANCIAL INSTRUMENTS
Rentals receivable from finance leases represent unpaid rentals less

principal and interest on nonrecourse third-party debt. Progress Credit
Estimated fa.ir value amounts have been determined by the Company Corporation's (PCC) share of rentals receivable is subordinate to the debt
using available market information and discounted cash-flow analysis. holders who have security interests in the leased properties.
Judgment is required in interpreting market data to develop the estimates Rnance leasmonsist primarily of leveraged investments in aircraft as
of fair value. Accordingly, the estimates determined may be materially dif-

described below The majority of the aircraft leases have terms of 15 to 20
ferent than the amounts that the Company could realize in a current mar-

ye rs, with a maximum of 28 years. Net contractual maturities of rentals
'

ket exchange. Estimating fair values for loans associated with the airkne receivable under these contracts are $13.9 million, $13.1 million, $112 mil-
industry is difficult due to a limited number of transactions in a troubled hon, $10.1 million and $13 2 million for 1995 through 1999, respectively,
industry. Management, therefore, has estimated a range of values for

and $176.6 million in total thereafter.
these loans.

PCCs commercial finance loans are secured by first mortgage liens on
The Company currently has no derivative financial instruments, such the related commercial real estate or by security interests in aircraft, air- .

as futures, forwards, swaps or options contracts.
craft engines or spare parts. These loans are further collateralized, where

At December 31,1994 and 1993, the Company had the following applicable, by an assignment to PCC of the borrowers' lease agreements,
'

finanaal instruments with estimated fair values that differ from the carry,ng and, in some cases, third-party guaranties.i

amounts'' At December 31,1994 and 1993, PCCs portfolio induded investments
1994 1993

Carrying Fair Carrying Fair in the airline and commercial real estate industries as follows:
(In millions) Amount Value Amount Value

fl" *IIII""5I I'94 I993
Ass [T2
Loans receivable:

Airime mdustry:

Commercial fmance businest Finance leases $254.2 $263.9

Real estate $118.4 $117.1 $148.2 $147.2 Loans receivable 58.4 62.7

Airline 58.4 14 to 43 62.7 27 to 48 Joint ventures 37.6 41.I

life insurance business: Equipment on operating leases 7.4 8.4

Loans secured by real estate 7.8 8.6 9.1 10.s $357.6 $376.1

Policy loans Io.4 8.5 10.0 8.9 Commeraal real estate industry:

148.2 193.6 Finance leases $ 16.2 $ 15.9

195.0 to 177.2 230.0 to 214.6 Loans recesable 118.4 148.2

Allowance for loan losses (32.6) - (23 c) - $134.6 $164.1

$148.2 $193.6

jotat loans receivable $162.4 1o 177.2 $206.2 to 214.6 New transactions are not being initiated unless they facilitate PCCs

orderly withdrawal strategy. Due to conditions in the airline industry andva ab e f$r sa $ 93.3 $ 93.3
Held to matunty 55.o si.8 a weak real estate market, PCC has experienced delinquencies in ongoing

Total marketable secunties $148.3 $145.l $129.3 $133.9 lease and ioan payments as well as loan principal maturities. PCC has
Nuclear plant decommissioning fund 123.6 123.6 107.7 112.9 negotiated the restructuring of certain transactions. Although most of the

# % * 4 #
eNdsNk th fk$gfunds $ 30.o $ 29.6 $ 35.0 $ 37.i years, PCC expects that some of the borrowers may not be able to retire

Long-term debt:
Florida Power Corporation 1,399.2 1,298.5 1,444.s 1,52s 4 the loans at matunty. PCC will pursue its options for any nonperforming i,

Pmps Capital Holdmgs 513.3 504.o 498.7 517.2 assets, induding restructuring, remedial actions and remarketing |

(a) The 199J secunties have not been segregatedper /A5115 (See Note i on page 30 ) PCCs portfolio at December 31,1994, induded a $16-million aircraft j
lease, which was retructured in 1993. No aircraft leases were restructured

in 1994. PCCs portfolio also indudes $36.5 million of aircraft loans

@ LEASES AND LOANS RECElVABLE AND
restructured in 1994 to Pegasus Capital Corporation, a company in which

CONCENTRATION OF CREDIT RISK PCC has a minority interest. PCC restructured an $11.2-milhon aircraft

loan to Pegasus in January 1995. PCC also restructured a $24.5-million
At December 31,1994 and 1993, investments in leases and loans receiv-

real estate loan in 1994. All restructured assets are performing in actor-
able were as follows:

dance with their new terms and the restructurings will not materially
(In millions) 1994 1993

reduce PCCs future annual revenue.
Fmance leases:

Rentals receivable $238.1 $244.3 During 1994,1993 and 1992, PCC provided $9.9 million, $5.9 million

$co kf8 ) nd $6.4 million, respectively, for possible loan and lease losses and had
8 )

Deferred investmen,:.x credits go.5) (22.0) write-offs totahng $.8 milkon, $4.2 milhon and $3.7 million, respectively.
Total f nance leases 292.4 311.5 The Company believes KCs existing reserve of $33.7 milkon is adequate

8'

mc f nance business 176.8 210.9
deterioration in the airkne and real estate industries.

Life irtsurance business 18.2 19 1

leases and ioans generally are piaced on nonaccrual status when
Allowanc I )

453.3 sis.7 management believes the collectibihty of interest or prinapal is unlikely.

Less Current portion 15.3 31.3 There were no assets on nonaccrual status at December 31,1994 and i

$438.o $48s4 1993. |
1

0
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O net,REMENF 6ENEFIT PLANS at December 31,1994, decreased the projected benefit obligation by $51 1

Staff Reductions - In late 1993, fiorida Progress offered an early retire- milli n and is expected to decrease annual pension costs by $5 million, i

ment option to certain employees age 2 or over with at least 20 years of beginning in 1995. i

service with the Company. The effectivc retirement date for those Other Postretirement Benefits - The Company and some of its sub- '

employees accepting the package was February 1,1994. The Company sidiaries provide certain health care and life insurance benefits for retired

recognized pension and other postretirement benefits expenses related to employees. Employees become eligible for these benefits when they
this offer of $5.6 million in 1993 and $15.5 million in 1994. In late 1994, reach normal retirement age while working for the Company. Prior to

'

florida Power eliminated approximately 300 positions. As a result, the 1993, the Company's policy had been to accrue benefits currently payable

Company recognized severance costs of $5 million, which was partially along with amortization of past service costs of current retirees. The

offset by a reduction of $1.8 million in related accrued pension and Company had accrued $23.9 million at December 31,1992, using this
postretirement benefit costs. method. The Company implemented FAS 106 effective January 1,1993.

(See Note 1 on page 30.)
Pension Benefits - The Company and certain of its subsidiaries have a

noncontributory defined benefit pension plan covering substantially all The net postretirement benefit cost for 1994 and 1993 was:

employees. The benCts are based on length of service, compensation anmmions) im e
and Social Security benefits. The participating companies make annual service cost $ 5.3 $ 5.6

$' ',[n of unrecognized transition obligationcontributions to the plan based on an actuarial determination and consid- ]
eration of tax regulations and funding requirements under federal law. staff reduction cost 3.7 5.5

Based on actuarial calculations and the funded status of the pension plan, $25.0 $29.4

the Company was not required to contribute to the plan for 1994,1993 or
The following summarizes the plan's status, reconciled with amounts

~

recognized in the Company's balance sheet at December 31: |Shown below are the components of the net pension expense calcula-
On mimons) 1994 1993 ;

tions for those years:
!

Accumulated postretiremant benefit obligation:
#n mdions) 1994 1993 1992 Retirees $ 92.7 $ 94.3
service cost $17.2 $16.3 s18.1 Fully eligible active plan participants 1.5 2.0
interest cost 29.3 27.5 25.4 Other active plan participants 74.2 76.2
Actual losses (earnings) on plan assets 6.6 (60.7) (37.3) Plan assets at fair value (1.5) -

Net amortaation and deferral (54.3) 17.9 (3.1) 166.9 172.5
UnmognW (107.8) (120.7) |Unrealeed ga, transition obligationNet pensson cost (benefit) (1.2) 1.0 3.1

ms (losses) s.7 (4.4)Regulatory adjustment - - (.9)
,

staff reduction cost. net 10.0 .1 -
Aurud postretirement benefit cost $ 67.s s 47.4 [

The following weighted average actuarial assumptions were used in f
Net pension cost recognized $ s.s s 1.1 $ 2.2

The following weighted average actuarial assumptions at January 1 the calculation of the year-end status of other postretirement benefits:
|

were used in the calculation of pension expense: 1* *
,

Discount rate 8.5% 7.5%
1994 1993 1992 Rate of compensation increase 5.0% 5.0%

Discount rate 7.25 % 7.75 % 7.25% Health care cost trend rates:
Expected long-term rate of retum 9.00 % 9.00 % 9.00 % Pre-Medicare 12.25-5.75% 13.00-5.25% ;

Rate of compensation increase 5.00 % 5.50 % 6.00 % Post-Medicare 9.00-5.50 % 9.75 5.00% ;

The following summarizes the funded status of the pension plan at The transition obligation is being accued through 2012. A one-per-
'

December 31,1994 and 1993: centage point increase in the assumed health care cost trend rate for each
,

On miMons) 1994 1993 future year Would have increased the 1994 current service and interest
:

,

Accumulated benefit obhgation: Cost by approximately $3 million and the accumulated postretirement
$

N ted benefit obligation as of December 31,1994, by about $24 million. The |

302.5 313.9 change in the discount rate from 7.5% at December 31,1993, to 8.5% at )
Effect of projected compensation increases u.6 91.8 December 31,1994, decreased the projected benefit obligation by $23
Proiected benefit obhgation 3s5.1 40s.7 million and is expected to decrease annual postretirement benefit costs
Plan s at ma value. primarily hsted

by $1 mllion, beginning in 1995.asto 505 0

Plan assets in excess of projected beacht obligation $ 94.9 $ 99.3 Due to different retail and wholesale regulatory requirements, Morida i
consistmg of the followng components: Power began making quarterly contributions in 1994 to an inevocable

Unrecognized transition. asset $ 40.3 $ 45.3 extemal trust fund for wholesale ratemaking, while continuing to accrue i,

Na g $NpNs and difference postretirement benefit costs to an unfunded reserve for retail ratemaking. I

between actual and estimated experience 73.s 67.2 Morida Power contributed approximately $1.6 milhon to the trust fund in
y

Accrued pension costs (11.7) (2 9) j 994, !

$ 94.9 s 99.3

Due to changes in interest rates, the Company used a discount rate of D BUSINESS SEGMENTS
8.25% to calculate the pension plan's 1994 year-end funded status and a The Company's prinopal business segments are utihty and diversified
discount rate of 7.25% to calculate the 1993 year end funded status The operations. The utikty is engaged in the generation, purchase, transmis-
change in the discount rate from 7 25% at December 31,1993, to 8.25% sion, distnbution and sale of electric energy. Electric fuels Corporation's
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(Electric fuels) operations include bulk commodities transportation, rail The principal components of deferred income tax expense for 1992

. service $ and the mining, procurement and transportation of coal to were the difference between the financial and tax accounting for leases,

Florida Power and other extemal customers. Other diversified operations the underrecovery or overrecovery of fuel costs and the difference
.

include activities in leveraged leasing, commercial finance, life insurance, between accelerated and straight-line depreciation.

real estate and technology development. The primary differences between the statutory rates and the effective

The Company's business segment information for 1994,1993 and incometax rates are detailed below-

1992 is summari2ed below. No single customer accounted for 10% or 1**4 1993 1992

more of unaffiliated revenues. Federal statutory income tax rate 35.0% 35.0 % 34.0 % !
** "

(in milhons) 1994 1993 1992 income tax b'enefits 2.4 2.8 3.0
Revenues: Amortization of irmstment tax credits (3.1) (3.0) (3.2)
' Utthty $2.000.5 $1,9s7.6 $1,774.1 Effect of change in tax rate on deferred

Diversified: assets /liabihties 1.5 --

Dectric Fuels: Other (1.2) (1.8) (2.3)
Coal sales to electric utility 249.4 244.9 264.6

Effective income tax rates 33.1 % 34.s % 31.5 %
$ ales to extemalcustomers 534.1 335.8 200.7

nther diversified 159.4 157.7 122.8 The Omnibus Budget Reconciliation Act of 1993 induded various rule

changes and increased the maximum federal corporate income tax rate
Diminations 9) ) i )

from 34% to 35%. The impact of the tax law increased the Company's
Revenues from external customers $2,771.5 $2.449.0 s2,095.3

income from operations: 1993 income tax expense by $7.9 million. This included $3.2 million
Utikty $ 419.5 $ 391.s $ 367.1 attributable to the new tax rate on Current income and $4.7 million result-

ing from an adjustment of nonregulated deferred tax balances. The tax
D uels 41.6 30.3 21.1

other diversified 14.9 20.8 16.6 rate change increased Florida Power's deferred tax balances by $18.3 mil-

476.0 442.6 404.8 lion with a corresponding net increase to a regulatory asset.

$ ;pj The following summarizes the components of deferred tax liabilities
nc oe c es $ $

and assets at December 31,1994 and 1993: '-

identihable assets.' 0" * "U #
Utility $4.284.0 $4,2s4.2 $3,980.3 ,

Deferred tax habihties:Diversified:
Dettnc Fuels 489.4 397.2 328.7 Difference in tax basis of property, plant and ,

*

Other diversified 945.3 987.4 1,024.0 equipment $564.8 $532.4
nce in ac ng ag eases 226.6 242.8

$5,718.7 s5.638.8 $5.333.0 Other 38.0 90.1
Depreciat on and amortization: Total deferred tax habilities $s79.4 " $865.3 '

Utihty $ 2M.8 $ 276.5 $ 243.4 Defmed tax ase
Diversified: Accrued book expenses $114.1 $ 89.1

Dectric Fuels 19.7 16.4 18.9 Unbilled revenues 17.7 17.3
Other diversified 7.2 7.0 6.4 Other 32.4 31.8

$ 321.7 $ 299.9 $ 268 7 Total deferred tax assets $164.2 $138.2

Capital additions:
Utility $ 327.2 $ 440.7 $ 493.5 At December 31,1994 and 1993, Florida Progress had net noncurrent

deferred tax liabilities of $744.1 million and $756.3 million and net currentct uels 38.1 19.5 23.1

Other diversified 2.8 2.2 3.0 deferred tax assets of $28.9 million and $29.2 million, respectively. The
$ 368.1 $ 462.4 $ 519.6 company expects the results of future operations will generate sufficient

taxable income to allow the utilization of deferred tax assets.
in June 1993 Electric fuels acquired the assets of a rail-services com-

pany that contributed approximately 580 million to 1993 revenues. In
December 1994, the Company acquired FM industries, which contributed

approximately $42 million to Electric fuels' 1994 revenues in a pooling of Q RATES AND REGULATlON ,

interests transaction. (See Note 1 on page 31 ) Retail Rates - In September 1992, the FPSC granted Florida Power an j

annual revenue increase of $85.8 million, based on a 1992 rate filing. The
'

@ INCOME TAXES
rates provide florida Power the opportunity to earn a regulatory retum on |

equity of 12%, with an allowed range between 11% and 13%. The FPSC
On mi# ions) 1994 1993 1992

smponentsof ncometaxexpense; granted increases in retail base rates of approximately $58 million to be

Payable currently- effective in November 1992, $9.7 million in April 1993 and $18.1 million
Federal $127.7 $140.7 $ 98.1 in November 1993.
state 14.3 18.8 7.8

142.0 159,5 105.9 The FPSC ruled that Florida Power's retail regulatory retum on equity

Deferred, net would be restricted to 12.5% for 1994. This temporary eamings restriction
) d d not affect Florida Power's current retail rates or its authorized range

t ( ( 0
Effect of change in tax rate on for return on equity. The utility's retail regulatory return on equity was

deferred assets / liabilities - 47 - 12% for 1994
(22.7) (39.6) (8.3)

Wholesale Rates - in January 1995, Florida Power filed with the FERC
Amortuaton of investment

tax credits. net (9.6) (9.5) (9 I) two requests to increase rates for wholesale service totaling approximately |
$109.7 5110.4 $ 88 5 $9.5 million annually. One request of $8.6 milhon represents a settlement j

i
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agreement with all but one wholesale customer. The second request seeks available and the remaining future capacity is a part of the utility's plans
an increase of $.9 million for the remaining customer. The increases re for meeting future electricity demand growth. All commitments have been

needed primarily tc recover additional purchased power capacity costs. approved by the FPSC.

Morida Power requested that both increases become effective January 1, The following table shows actual payments for 1992-1994 and mini-
1995. The FERC is expected to approve the requests in early 1995. mum expected future payments for purchased power commitments.

In April 1994, the FERC approved Florida Power's 1994 settlement Because the purchased power commitments have relatively long dura-
agreement, which provides for ratas designed to increase annual rev- tions, the present value of these payments using a 10% discount rate also
enues by approximately $9.8 million. ihe rate increases were effective in is presented. These amounts assume that all units are brought into ser-
March and May 1994 6nd allow norida l'ower to recover costs for new vice as contracted and meet contract performance requirements:

Eenerating facihties and higher purchased power costs.
, p p

in March 1994, the FERC approved Horida Power's settlement agree-

ment with its wholesale customers in its 1993 base rate proceeding. The vN(in mimons) utilities cogenerators
agreement provides for rate increases designed to produce additional 1992 522 510 5 -
annual revenues of $5 7 milkon, effective February 1993. 1993 41 33 -

In December 1992, Florida Power reached a settlemer'' agreement $4 $ $
~

5 2
with its wholesale customers, which resulted in no significant change in 1996 66 2i6 233

revenues. The 1992 settlement was approved by the FERC and provided 1997 66 232 224

for a retroactive change in Florida Power's depreciation rates, which y y $ $
increased 1992 net income by $31 million. 2004 202s 396 9.766 2,142

Florida Power does not plan to increase the level of purchased power
(7 COMMITMENTS AND CONTINGENCIES currently under contract. Because credit-rating agencies treat a portion of
Fuel, Coal and Purchased Power Comrnitments - Morida Power has purchased power capacity payments as a debt equivalent, these contracts
entered into various long-term contracts to provide the fossil and nudear may weaken Florida Power's credit ratings. However, the utility believes
fuel requirements of its generating plants and to reserve pipekne capacity that its current contracts help meet overall system demand and help
for natural gas. In most cases, such contracts contain provisions for price reduce construction expenditures.
escalation, minimum purchase levels and other financial commitments.

The FPSC allows these capacity payments to be recovered through a
Estimated annual payments, based on current market prices, for Rorida

capaaty cost recovery clause, which is similar to, and works in conjunc-
Power's firm commitments for fuel purchases and transportation costs,

tion with, the fuel adjustment clause.
exduding delivered coal and purchased power, are $5.7 million, $4.3 mil-

lion, $5.7 million, $46.9 million and $57.9 million for 1995 through 1999,
During 1994, a dispute occurred over the price paid for purchased

respectively, and $1,211.9 million in total thereafter, Additional commit.
p wer to cogenerators. Under certain contract pricing provisions, Florida

ments will be required in the future to supply Florida Power's fuel needs.
Power began paying "as available" prices for rwchased pcwer, which are

lower than the firm energy prices previously paid. The revised pricing
In connection with the supply of coal to Morida Power and other cus-

reduces payments to cogenerators by about $15 million annually. Two.

tomers, Electnc Fuels has entered into several contracts with outside par-
cogenerators filed suit against Florido Power in state court challenging this

ties for the purchase of coal and also several operating leases related to pricing methodology. A third cogenerator amended its complaint in a
coal procurement, processing and transportation. Minimum coal purchas-

pending lawsuit regarding a backup fuel dispute with Morida Power to
es are approximately 4 milhon tons per year. The annual obhgations indude the pricing issue. Two of these three lawsuits involve antitrust
under these contracts and leases, induding transportation costs, are

daims.
$159 5 milkon, $94.8 million, $93.7 milkon, $79.4 million and $73.7 mil-

lion for 1995 through 1999, respectively, and $203 milkon in total there-
Florida Power also established a generation curtailment plan in 1994

after The total cost incurred for these commitments was $199.2 milhon in
for its purchased power contracts with cogenerators to avoid having to

cyde off certain lower-cost units during periods of low-system demand.1994, $213.2 million in 1993 and $249.3 milkon in 1992.
Under this plan, energy purchases from cogenerators would be less dur-

Morida Power has long-term contracts for about 450 megawatts of
ng low-load periods.

purchased power with other utilities, induding a contract with The
Morida Power filed petitions with the FPSC to resolve these issues. It is

Southem Company for approximately 400 megawatts of purchased power

annually through 2010. This represents 4.6% of Monda Power s total cur- uncertain at this time whether the FPSC or the state court will ultimately
have jurisdiction in these matters.

tent system capaaty. Florida Power has an option to lowr these purchas-

es to 200 megawatts annually, beginning in 2000, with a three-year Utility Construction Program - Substantial commrtrnents have been

notice. The purchased power from Southern is supplied by generating made in connection with Florida Power's construction program, which are

units with a capacity of approximately 3,500 megawatts and is guaranteed presently estimated to result in construction expenditures in 1995 of $330

by Southem's entire system, totakng more than 30,000 megawatts. milhon for electric plant and nudear fuel

As of December 31,1994, Flonda Power had entered into long term Thermo4ag Fire Barrier - Florida Power's nudear plant uses a fire-
contracts with cogenerators for 1,t10 megawatts of capaaty. These con- retardant material, called Thermo-Lag, as a fire barrier around electrical
tracts have terms ranging from nme to 35 years in most cases, these con- conduit and cables. The U S Nudear Regulatory Commission wants this
tracts account for 100% of the generating capaaty of each of the faakties. material replaced or upgraded because it does not provide the full fire
Of the 1,110 megawatts under contract,961 megawatts are currently protection onginally daimed by the manufacturer. Although the most

.
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costly option of removing and replacing all of the Thermo-Lag would total . norida Power has never been retroactively assessed under any of
about $40 million, management believes there are more effective and these nuclear indemnities or insurance policies. |

'

less expensive options available. Until there is a permanent solution, Contaminated Site Cleanup - The Company is subject to regulation
Florida Power has implemented surveillance procedures to continuously with respect to the environmental effects of its operations. The disposal of
irrsped the Thermo-Lag. norida Power does not expect to have to replace company-generated hazardous waste can result in costs to dean up facilh
allof theThermo-Lag

ties found to be contaminated due to past disposal practices. Federal and

Off-Balance Sheet Risk - Several of the Company's subsidiaries are state statutes authorize govemmental agencies to compel responsible ,

general partners in unconsolidated partnerships and joint ventures. The parties to clean up certain abandoned or uncontrolled hazardous waste

Company or subsidiaries have agreed to support certain loan agreements sites. Morida Power and other subsidiaries of the Company aie currently

of the partnerships and joint ventures. The totals of the debt support potentially responsible parties at certain sites. Florida Pows has been

agreements were $31.9 million and $33.9 million at December 31,1994 named in one suit brought against four prior owners of a coal gasification

and 1993, respectively, of which $24.9 million and $26.4 million were plant site. Liability for such cleanup costs is joint and several. The ;

guaranties, and $7 million and $7.5 million were stand-by letters of credit, Company has no reason to believe that it will have to pay a significantly

respectively. If the other partners fail to perform their obligations and if disproportionate share of these cleanup costs. The best estimate currently

the partnership assets, consisting primarily of land and buildings, were available to the Company indicates that its proportionate share of liability
worthless, those subsidiaries could be liable for an additional $40.2 mil- for deaning up the sites ranges from $1.3 million to $2 million, and it has

lion as of December 31,1994, which represents partnership liabilities reserved $1.8 million against these potential costs. It is possible that addi-

exceeding amounts mentioned above. The Company considers these tional claims could be asserted relating to the coal gasification plant site

credit risks to be minimal, based upon the asset values supporting the that could increase norida Power's deanup costs. Currently, no estimates

partnership liabilities. of theseadditionalcosts,if any,areavailable.

Insurance - Florida Progress and its subsidianes utilize various risk man- Praxair Lawsuit - Florida Power and norida Power & Light Company -

agement techniques to protect assets from risk of loss, including the pur- (FP&L) are co-defendants in an antitrust action. Praxair (formerly a part of

chase of insurance. Risk avoidance, risk transfer and self-insurance tech- Union Carbide Corporation) is a customer of FP&L and is seeking injunc-

niques are utilized depending on the Company's abikty to assume risk, tive relief and damages. The suit challenges a long-standing territorial

the relative cost and availabikty of methods for transferring risk to third agreement between the two unaffiliated, neighboring utilites, notwith-
parties, and the requirements of applicable regulatory bodies. standing the defendants' contention that the agreement was dearly

'

Effective November 1993, the FPSC authonzed Florida Power, to self- authorized by state law and approved by the FPSC. Florida Power

insure the utikty's transmission and distribution knes against loss due to believes that the state action exemption from the antitrust hws is applica-

storm damage and other natural disasters. Fiorida Power is accruing $6 ble to the agreement and its consequent refusal to provide electricity to

mdlion annually to a storm damage reserve and may defer any losses in the customer. Management beheves it has a strong defense and intends

excess of the reserve. to vigorously defend against this action.

Under the provisions of the Price Anderson Act, Florida Power, as an

owner of a nudear plant, can be assessed for a portion of any third-party

liabikty daims arising from an accident at any commercial nudear power GUARTERLY FINANCIAL DATA (unamita
plant in the United States. If total third-party daims relating to a single
nudear incident exceed $200 million (the amount of currently available yMa ,
commercial liability insurance), norida Power could be assessed up to

$79.3 milhon per incident, with a maximum assessment of $10 million [nues $639.2 56en $7ss.2 $6 2.s
per year. Income from operations 91.s 12s.7 iss.s 107.7 ;

florida Power is a member of an industry mutual insurer (NFIL), f,jnfn(8 peraveragecommonshare
.

which provides replacement power cost coverage in the event of a major Dnndends per common share .495 .495 .495 .s05

accidental outage at a covered nudear power plant. norida Power is sub- Common stock pnce per share: |

ject to a retroactive premium assessnient under this policy in the event of {8j 33j g g g
adverse loss experience. norida Power's present maximum share of any ,
such retroactive assessment is $2.6 milhon per pohcy year. Revenues $493.3 $s53.3 $768.9 5633.s

Florida Power also maintains nudear property damage and decon_ income trom operations 84.8 99.5 172.2 86.1

tamination/ decommissioning liabihty insurance totaling $2.1 billion. The [a$n r average common share
first layer of $500 milkon is purchased in the commercal insurance mar- Dwidends per common share .48s .48s .48s .49s I

ket with the remaining excess coverage purchased from NEIL. Florida C mmon stock price per share: j

Power is self-insured for any losses that are in excess of this coverage. tow 3n 3n 141 32s
Under the terms of the NEll policy agreements, Dorida Pour could be

""" # " "d' ""***"h" "'* *"d ' *P'"" # * '"'"# ' *assessed up to $84 milhon in any pohcy year if a loss in excess of NEll's
qurters do not gwe o true indKation of overall trends and changes in the Company's opera-

available surplus is incurred. In the event of multiple losses .in any pohty tions- Quarterly finanadl data for 1994 has been restated. compared eth previously ssued
i year, nonda Power's retroactive premium could total up to $15.8 milhon. intenm finanaal smements. for the acusmon v FM Industnes. (see Note 1 on page 31.)

.
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Annual Growth Rates (in percent)
1989-1994 1984-1394 1994 1993 1992

FLORIDA PROGRESS CORPORATION
Summaiy of operations (in milhons):

Utility revenues 5.0 4.5 52,080.5 $ 1,957.6 $ 1,774.1
Diversified revenue: (continuing) 20.3 27.0 691.0 491.4 321.2
Income from continuing operations 2.6 6.2 212.0 195.8 175.7
locome (loss) from discontinued operations

and change in accounting - .8 -

Net income 2.5 6.2 212.0 196.6 175.7

Balance sheet data (in milhons):
Total assets 4.4 5.2 55,718.7 55,638 8 $5,333.0
Capitakzation.

Short-term capital (26.3) 5.9 5 108.2 $ 201.6 $ 201.9
Long-term debt 10 6 3.6 1,859.6 1,866.6 1,656.4
Preferred stock (9.3) (6.1 ) 143.5 148.5 216.0
Common stock equity 7.7 8.4 1,984.4 1,820.5 1,737.6

Total capitahzation 4.9 5.0 54,095.7 $4,037.2 $3,811.9

Common stock data:
Average shares outstanding (in millions) 4.0 3.8 93.0 88.3 85.4
Earnings per share:

Utihty (1.3) 1.5 52.05 $2.06 $1.99
Diversif ed (continuing) (.8) 19.1 .23 .16 .07
Discontinued operations and

change in accounting - .01 -

Consolidated (1.3) 2.3 2.28 2.23 2.06
Devidends per common share 3.0 3.7 1.99 1.95 1.905
Dividend payout 87.7 % 87.6% 93.0 %
Dividend yield 6.7 % 5.9% 5.9%
Book value per share of common stock 3.1 4.6 $20.85 $20 40 $ 19.85
Return on common equ:ty 11.1 % 11.1 % 10.6 %
Common stc,ck pnce per share:

High 33% 36% 33%
tow 24% 31% 27%
Close 2.4 6.7 30 33% 32%

Price earnings ratio (year-end) 13.2 15.1 15.8

Other year-end data:
Number of employees (.3) 2.9 7,394 7,825 7,301
Number of common shareholders .5 (1.0) 44,148 44,371 44,870

FLORIDA POWER CORPORATION
Electnc sales billed (milhons of KWH):

Residential 3.3 4.9 13,863.4 13,372.6 12,825.8
Commeraal 3.4 6.1 8,252.1 7,884.8 7,544.1
Industnai (1.0) 1.8 3,579.6 3,380.8 3,254.5
Total retail sales 2.8 4.8 27,675.2 26,528.3 25,414.0
Total electnc sales 2.5 3.8 30,014.6 28,647.8 27,375.5

Residential service (average annual):
KWH sales per customer .9 1.7 12,597 12,420 12,214
Revenue per customer 4.2 2.4 51,038 $983 $884

Ratio of earnings to fixed charges (SEC method) 3.90 3.83 3.84
Embedded cost of long-term debt (2.6) (2.6) 7.1 % 68% 7.5 %
Embedded cost of preferred stock (1.1) (3.D 6.8 % 6.8 % 7.3 %

Operating data:
Net system capabikty (MW) 2.9 2.1 7,295 7,563 7,002
Net system peak (MW) .4 3.7 6,955 6,729 6,982
Construction expendttures (in mtihons) 5.1 2.6 5319.5 $426.4 $472.9
Net cash flow to capital expenditures 1.8 4.9 103 % 63 % 52 %
Average number of customers 2.5 3.3 1,243,891 1,214,653 1,182,170
Number of full-time employees (2.2 ) (.2) 4,972 5.807 5.806

O



-

.s
*

!

1991 1990 1989 1988 1987 1986 1985 1984 I

:

$1,718.8 $1,709.1 $1,627.0 $ 1,468.5 51,472.2 $1,530.5 $ 1,504.9 $ 1,336.7
;

355.9 301.7 274.3 270.1 245.5 186.0 159.0 63.4 -

174.5 179.8 186.1 178.6 184.1 180.7 160.9 115.8

(2.4) (15.0) 1.0 1.2 3.7 .5 - -

172.1 164.8 187.1 179.8 187.8 181.2 160.9 115.8 i
t

I

$5,024.9 $5,045.9 $4,610.4 $4,272.3 $4,067.2 $3,855.5 $3,666.6 $3,432.8 ,

t

$ 68.2 5 681.0 $ 498.6 5 366.5 5 269.0 $ 89.5 $ 205.0 ' 5 61.1 ;
'

1,659.1 1,326.2 1,125.8 1,048.8 1,093.0 1,240.3 1,220.9 1,310.7
231.0 233.5 233.5 233.5 233.5 233.5 265.1 268.2 -'

1,587.7 1,424.3 1,372.3 1,316.9 1,264.7 1,156.4 1,014.2 883.5

$3,546.0 $3,665.0 $3.230.2 $2.965.7 $2,860.2 $2,719.7 $2,705.2 $2,523.5

80.8 77.0 76.6 76.6 75.4 73.3 68.4 64.0
i

$2.03 $2.15 $2.19 $2.21 $2.20 $2.25 $2.25 $1.77 r

.13 .18 .24 .13 .24 .21 ,10 .04 i

!

(.03) (.19) .01 .01 .05 .01 - -

t

2.13 2.14 2.44 2.35 2.49 2.47 2.35 1.81 !

1.843 1.777 1.72 1.667 1.613 1.54 1,46 1.38 ;

87.0 % 82.9 % 70.4 % 71.0 % 64.7 % 61.4 % 62.2 % 76.3 %
6.0 % 7.2% 6.6% 7.3 % 7.6 % 6.1 % 7.4 % 9.1 % i

$19.14 $18.37 $17.92 517.20 $16.51 $15.51 $14.42 $13.35 !

11.4 % 11.8 % 13.9 % 13.9 % 15.5 % 16.4 % 16.8 % 13.6 % ;

i

31% 27 26% 25% 29% 31% 20% 164 i

24% 22% 223 21% 19% 20% 15% 12%'
31% 253 26% 23% 21% 26% 203 15% |
14.7 11.9 10.9 9.9 8.7 10.7 8.7 8.7 |

!

7,350 7,879 7,490 7,974 8,116 8,030 7,208 5,573 ;

42,176 41,970 43,005 44,929 46,147 46,586 48,052 48,933 ,

:

12,623.9 12,415.5 11,786.9 11,065.6 10,318.8 9.819.2 9,175.0 8,553.6
,

7,489.2 7,328.7 6,989.8 6,479.4 6,016.4 5,573.0 5,106.6 4,547.7 ;
3,303.0 3.455.7 3,766.1 3,680.6 3,349.4 3,122.3 3,166.0 2,989.0 '

25,179.1 24,878.3 24,123.3 22,691.7 21,039 6 19,833.8 18,716.0 17,279.1-

| 27.350.2 27,143.7 26,510.5 26,130.9 24,103.7 23,170.0 21,272.4 20,596.4

1

12,257 12,319 12,059 11,754 11,356 11,255 10,940 10,638
$899 $896 $845 $814 $827 $914- $883 $818

3.87 3.89 3.79 3.79 4.08 4.29 3.81 3.07
7.7% 7.9% 8.1 % 8.0 % 8.1 % 8.7% 8.8% 9.2 %
7.3 % 7.2% 7.2 % 7.2 % 7.2 % BA40 9.3% 9.34o

6,623 6,571 6,309 6,086 5,966 5,961 5,989 5,927
6,056 5,026 6,817 6,188 .5,087 5,977 5,813 4,858

$345.9 $265.3 $249.6 $ 197.0 $188.5 $189.4 $194.1 $247.4
66 % 70% 94 % 1039o 117 % 116 % 138 % 64 %

1,159,237 1,135,499 1,101,817 1,060,971 1.023,222 980,427 940,976 900,799
5,677 5,570 5.553 5,512 5.395 5,323 5.215 5.070

0
. . . _. _ _ _ _ . . . .. . - - - .
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{ BOARD OF DIRECTORS .
{

Dr. Jeck s. OWchseld. 61, is Chairman of AichardKorpen,52,is President and Chief Chorfes 8. Ared, 53, is Chancellor of the
the Board and Chief Exotive Officer of Operating Officer of Morida Progress. He State University System of Florida in
Morida Progress. He served e a Florida joined the company in 1989 as Executive Tallahassee, Florida. He previously served
Power Corporation director froi.11975 to Vice President and Chief Financial Officer. as Chief of Staff and Deputy Chief to
1978 before joining the utihty in 1983. He He previously served as President and Florida Governor Bob Graham. A company
is a director of Bamett Banks, Inc., in Jack- Chief Executive Officer of Pacfic Diversi- director since 1992, heis a member of
sonville, Florida. A company director since fied Capital Company, a subsidiary of San the Finance & Budget and Nominating
1988,he is chairman of the Executive Diego Gas & Electric Company. He is a Committees.
Committee. director of SunBank of Tampa Bay and Joan D. Auflier, 55, is a General Partner ine af ^ P Sunshine Cafes, an Orlando-based food jWifard D. FredericA, #., 60, is a otrus row _

g h is a ne eer and investor. He served as mayor o the
city of Orlando from 1980 to 1992 and the Executive and Finance & Budget and beverage concession business, which l

O *'"**S-
has operations at two Florida airports. A ;

was a board member of the Orlando certified public accountant, she is a 4 mer |

Utilities Commission. He will retire as a Clarence V. AlcKee 52, is Chairman and chairman of the Board of Regents of the fPartner from the law firm of Holland & Chief Executive Officer of McKee State University S em of Florida.Sheis a
|Knight, effective April 1995. He is a direc- Communications, Inc., a television and directorof the Jac nville Branch of the i

tor of Atlantic Gulf Commodities,Inc., Blue radio investment firm in Tampa, Florida. Federal Reserve Bank of Atlanta. A compa- ')
Cross Blue Shield of Morida and Rollins He is a director of Bamett Bank of Tampa, ny director since 1990, she is chairman of
College. A company director since January NA and Barnett Banks, Inc., in the Compliance Committee and a mem-
1995, he is a member of the Compen- Jacksonville. A company director since ber of the Audit, indemnification and
sation and Compliance Committees. 1989,he is chairman of the Cor,ipensation Finance & Budget Committees.

Committee and a member of the AuditAfichaelp. Groney, 51, is a Partner in the Robert T. Stuarf, k.,62, is a retired
Comminee.law firm of Simpson Thacher & Bartlett in Chairman and Chief Executive Officer of

Columbus, Ohio. Specializing in utilities Vincent 1 Nounoli, 57, is Chairman, Mid-Continent Life insurance Company in
law, litigation and antitrust, he is a member President and Chief Executive Officerof Oklahoma City, which Florida Progress
of the American, District of Columbia, Ohio Anchor Industries International, Inc., and acquired in 1986. A company director
and Columbus Bar Associations and the Harvard Industries, Inc., Tampa-based since 1986,he is a member of the
Federal Energy Bar Association. A company operating and holding ce spanies. He pre. Executive Committee.
director since 1991,beis chairman of the viously served as Chairr in, President and
indemnification and Nominating Com- Chief Executive Officer ,. Anchor Glass

n C r$y $ t. e tsb rg firmmittees and a memberof the Executive Container Corporation. A company director involved in rea est$te management, insur-and Compliance Committees. since 1992, he is a member of the

Allen J. Keesler, k., 56, is President and Compensation, Finance & Budget and ance brokerage and consultin . She previ-

Cluel Executive Officer of Florida Power. Nominating Committees. ously served as President an ief
Executive Officer of a savings association

Since joining Florida Power in 1963, he Aichard A. Nunis, 62, is Chairman of Walt until it was sold in 1986. A Florida Power
has held several positions in engineering Disney Attractions in Orlando, Florida. He director since 1977 and a company direc-
and operations. In 1982, he was promoted is a director of The Walt Disney Company tor since 1982, she is chairman of the
to President and Chief Executive Officer of and SunBank, NA in Orlando. A company Audit Committee and a member of the
Talquin Corporation and served in that director since 1989, he is chairman of the Compensation and Compliance
position until retuming to Florida Power in Finance & Budget Committee and a mem- Committees.
1988. He is a director of SouthTrust ber of the Executive and Compensation
Corporation. A Florida Power director since Committees.
1988 and a company director since 1992,
he is a member of the Finance & Budget |
Committee.

OFFICERS
, a

'

Dr. Jack R. Critchfield David A. Kuzmo Amen J. Keesler, k.
Chairman and Chief Executive Officer Vice President and Treasurer President and Chief Executive Officer,

Florida Power Corporation

President and Chief Operating Officer Vita President, Mergers, Acquisitions AichardD. Keller

j,g,,7 g, ggj,g, and Divestitures, and President, President and Chief Executive Officer,

Senior Vice President and Chief Financial Progress Credit Corporation Electnc Fuels Corporation

Officer LarryL Newsome Dudey L Bryant
Joseph N. Richardson Vice President, Tax Administraton President and Chief Executive Officer,
Senior Vice President, Corporate Advanced Separation TechnologiesJohdcork #.Development

Vice President and Controller "*
Kenneth L Ar:nstrong |

Vice President, General Counsel
and Secretary

O

_ _- _
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