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“The primary cornerstone of

Andrew H. Hines, Jr.

Florida Progress Corporation is a holding
company which combines non-utility operations
with its primary electric utility business.

This combination provides shareholders

with a sound utility investment, along with the
opportunity for earnings beyond the

regulated utility business. Florida Power
Corporation, the Company'’s largest subsidiary,
Is an electric utility that benefits from serving one
of the fastest growing areas in the United States.
The Company’s non-utility operations are
conducted by four business groups: Energy and
Technology, Financial Services, Development
and Business Services.
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(In millions, except per share amounts)
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Dear Fellow Shareholder:

It is a genuine pleasure to report
to you on the results of your
Company's operations in 1985
From a financial standpoint, this
was the most successful year in our
history. Earnings per share were
$353, up by 82¢ from $2.71 in
1984. For the 33rd consecutive
year, dividends paid per share
increased. Your Board of Directors
set a new annual rate of $2.28 per
share at the November meeting

The outstanding performance of
Florida Power Corporation was the
major contributor to these results
Florida Power set records in the
peak load met and in the earnings
produced. The 1985 peak load was
exceeded on January 28, 1986
when cold weather and the addition
of new customers during 1985
caused a peax of 5977000
kilowatts

In 1985, Flonda Power was
recognized as having the 10th most
efficient electric generating system
out of 100 analyzed by Electric
Light and Power magazine It was
also recognized by the Edison
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Electric Institute with a safety award
for low accident frequency

Effective control of operating
expenses played a major role in the
improved financial results. Higher
quality earnings and increased
equity investment strengthened the
halance sheet for Florda Power
Flonda Progress sold one million
shares of common stock in April
and placed the net proceeds of
$25.1 million in the utility and its
debt was reduced

Flornda Power met severe tests of
system performance and employee
response when separate hurricanes
struck the Gulf Coast of Florida in
early September and late
Novemoer The dedicated service
of our utiity employees restored
electricity efficiently to thousands of
customers who lost service
Outages affected more than
170000 customers during the
Labor Day storm, Hurricane Elena
and 16000 customers during
Hurricane Kate in November Heavy
winds, torrential rains and flooding
created a major challenge. It was
extremely heartening to see the
response to this challenge at all
levels. The service motivation
continues strong and it Is our
objective to maintain this spirit

Turning to our non-utility activities
these continued at an accelerating
pace. You will recall that 5¢ per
share were earned in 1984 In 1985
this source added 15¢ per share to
the bottorn line. We expect

continued significant growth in this
portion of the Company's earnings.

We believe it is extremely
important for us to recognize reality
and make our decisions in a timely
manner. For several years, we
funded a substantial program to
develop coal-based alternative fuels
for direct substitution in oil and gas-
fired equipment. The program was
technically successful. Declining
prices in the petroleum and gas
markets have made it necessary for
us ‘. drastically curtail this program
As a re~Jit, at the end of 1985 we
wrot. f assets and accrued
commiments of $5.7 million and
susta. ed a one-time loss of 7¢ per
share. We have ‘mothballed” this
program because we do not expect
the happy day of lower oil prices to
continue indefinitely

| believe it is appropriate in this
report to discuss our perception of
some of the major trends in the
economic climate and business
arena

We are attempting to be pro
active with regard to these trends
rather than accepting whatever fate
may deal to us. In this regard, there
are three separate subjects which |
would like to discuss bnefly

1. The Economy

We believe that the overall
national economy will, in effect,
‘shide sideways” — that is, there will
be no drastic ups or downs, there
will be a heterogeneous collection
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Extensive modificztions were
completed at the Crystal River
nuclear unit during the
scheduled refueling outage




When adverse weather
conditions occur, electrica
service is often interrupted
Florida Power employees work
efficiently and safely to restore
service

The two hurricanes that struck
Florida's Gulf Coast created a
major challenge to repair the
damaged transmission and
distribution system




hurricane came ashore on the
evening of November 21st, just west
of the city of Port St. Joe The
hurricane’s destructive force left
extensive damage in its path. Al
three transmission lines serving the
city of Port St. Joe were damaged
and the city was without electric
service for nearly 40 hours Over
300 Florida Power employees
worked on restoring service, and all
distribution lines were repaired and
in service by November 26th. Much
of the damage was due to trees
being blown into the lines which
required removal before the lines
could be energized again. Damage
to Florida Power's transmission
system and the cost of restoring
service was under $2 million

A hurricane of Kate's force has not
hit the Atlantic coastline and Gulf
Coast this late in the year in over

50 years.

System Operation

Florida Power ranked tenth
among the nation's 100 largest
investor-owned utilities in system
power plant efficiency for the
second consecutive year The
survey, based on heat rate
comparisons, was published by the
Electric Light and Power magazine.
Heat rate is the amount of energy
used to produce a kilowatt-hour of
electricity. Florida Power also
ranked sixth in the fossil fuel
category which includes coal and
oll-generating units.

Florida Power's request for
permission to build a 500 kilovolt

transmission line is in its final stage
Local residents have expressed
concern regarding the route and
safety of the line through their
neighborhoods A recommendation,
favorable to Florida Power, was
made to the Governor and his
Cabinet and they are expected to
make the final decision in early
1986. The 44-mile ine will run from
the Kathleen substation near
Lakeland, Flonda, to the Lake
Tarpon substation in northern
Pinellas County

System Capacity

Flonda Power's system
generating capability at year end
was 5989000 kilowatts This
consists of nineteen steam units
with a capability of 4906000
kilowatts, and nineteen combustion
turbine peaking units with a
capability of 1083000 kilowatts.
With a firm purchase power
agreement of 200000 kilowatts and
76,000 kilowatts of cogeneration
available, the total capability is
6,265,000 kilowatts. This capability
does not include units placed in
extended cold shutdown in 1984
and 1985, totaling 662,000
kilowatts.

A system peak demand for 1985
of 5813000 kilowatts was recorded
on January 22, 1985. This was the
record high until January 28, 1986,
when customer demand reached
5977000 kilowatts. At the time of
both peaks, interruptible customers

not purchasing emergency power
were interrupted

Florida Power maintains sufficient
reserve capaciy to provide reliable
service to customers. Planned
reserves are in the range of 15% to
20% over the peak demand. These
reserves allow for scheduled
maintenance on generating units as
well as for such uncertainties as
extreme weather conditions,
unexpected outages and
unanticipated demand growth.
These uncertainties traditionally
cause the actual reserves to be
lower than the planned reserves.
Even though a peak demand was
anticipated in January 1986, the
reserves on the day of peak were
only 35%. However, winter peaks
are usually only a couple of hours
in duration.

Florida Public Service
Commission Appointments

Flonda's Governor Bob Graham
appointed two new members to the
five-member Florida Public Service
Commission in 1985. Michael
Wilson filled the vacancy created by
Susan Leisner in April. His term
ended on January 1, 1986, but
Governor Graham reappointed Mr.
Wilson to a new four-year term. Mr.
Wilson previously served as Deputy
Counsel in the Office of the
Public Counsel.

Tom Herndon was appointed to
the Commission due to a vacancy
created by the resignation of Joe
Cresse. Mr. Herndon's term ends
January 1, 1987, after which he can



Florida Power's transmission
towers support over 4,000 miles
of transmission lines throughout
the service area.

be reappointed to a new four-year
term. Mr. Herndon was former
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Florida Power's fuel mix for 1985
was 61% coal, 20% oil, 13
nuclear, 4% natural gas and 2"
alternative fueis. For 1986, the fuel
mix IS estimated to be 59% coal
18%b oil, 21% nuclear and 2% qgas

Ihe lower percentage of nuclear
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generation in 1985 was due to the

refueling outage




Nuciear Unit

On August 20, 1985, the Crystal
River nuclear unit returned to
service following a scheduled
maintenance and refueling outage
This outage, which lasted just over
23 weeks, was the most
comprehensive outage ever
experienced at the nuclear unit due
primarily to the extensive
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modifications required by the
Nuclear Regulatory Commission
In addition, it was discovered that
certain bolts holding pipe supports
were below NRC stress standarrs
and had to be replaced. After
returning to service, the unit
operated at better than 71%
capacity through year end

On January 1, 1986, the nuclear
unit tripped off line. This was due to

LEARWATER
ST PETERSBURG

Florida Power serves over 940,000 customers in more than 375
cities, towns and rural communities. The territory comprises
approximately 20,000 square miles with a population of over
3,800,000, located in 32 of 67 Florida counties. In addition to the
generating plants indicated on the map, electric power can be
supplied from interconnected electric utility systems throughout

Florida and the Southeast.

a shaft failure during normal
operation of one of the four reactor
coolant pumps. During an
inspection of the pump, a crack
was found in the shaft of a second
pump. The unit's remaining two
pumps were aiso inspected and
found to be without damage. The
unit is expected to be out of service
until late March or early April
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Energy and Technology Group

T P e DT ———

Coal-0il Mixture
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Energy and Transportation

Technology

Through the use of a
chromatography process,
Progress Technologies has
developed advanced separation
technologies to revolutionize
chemical separations




Financial Services Group

Leveraged Leasing

This Boeing 737 is one of six aircraft included in the Progress Leasing portfolio.




An oil drilling rig was added to
the lease portfolio in 1984. Also
included are 25 General Electric
and 40 General Motors
locomotives. Over 8,000 shipping
containers are being leased to
two shippers
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This operator is using a chop saw to cut aluminum
for window and glass sliding door assemblies




Modern laser graphic equipment enables
operators to initiate form design with
precision previously unavailable within
the industry

Variable-head presseos allow high
speed production of various size
forms from a single unit,
eliminating the necessity for
costly additicnal equipment




Packaging Products and
Supplies

A die press produces
precision cut foam pieces
for use as a cushion in
high-technology packaging

Retail Computer Supplies State of the art label
presses provide superior
quality flexographic
printing at high production
speeds

Efficient collators deliver
high quality, functional
forms which meet the
exacting standards required
by business and industry




Financial Review-Management’s Discussion

LIQUIDITY AND CAPITAL
RESOURCES

OPERATING RESULTS

Revenues




Expenses

Florida Power Corporation FRRSTROO ,
Construction Program ; e Inflation




Consolidated Balance Sheets
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(In millions)

Assets

$3,602.3
915.9
2,686.4
58.8
90.3
2,835.5
154.7

2,990.2




Capitalization and Liabilities

$1,014.2
265.1
1,1511

2,430.4

$3,494.3




Consolidated Statements of Income

(In millions, except per share amounts)




Consolidated Statements of Capitalization

(In millions, except share amounts)

9.6

12.7
14.0
100.0
163.5
360.0
100.0
4.1

(3.7)

760.2

132.8
108.6
50.0
75.0
N
93.2

1,220.9
69.8

1,151.1
$2,430.4




Consolidated Statements of Changes in Financial Position

('n millions)

$160.9

159.4

62.8
(7.1)
(29.3)

346.7
100.0

246.7

(68.3)

15.3
12.9

206.6

69.8
86.9
(159.8)
244
29.7

51.0
$257.6

$201.2
S

194 .1
23.3

31.3
44.8
9.2

(9.7)

(28.1)

(7.4)
i

$257.6




Consolidated Statements of Shareholders’ Equity

(Dollars in millions, except per share amounts)

Common Retained

Stock Earnings

(100.0)
$554.8 $459.4

Florida Power Corp
Preferred Stock
Without With
Sinking Sinking

Funds Funds

(3.1)

$131.6

Notes to Consolidated Financial Statenients

(1) SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Principles of Consolidation-

Electric Plant

Utility Revenues, Fuel and Purchased Power

Expenses




FLORIDA PROGRESS CORPORATION
Notes to Consolidated Financial Statements

Revenues include amounts resulting from fuel and
conservation adjustment clauses which are gesigned to
permit full recovery of these costs. The adjustment
tactors are based on costs projected by Florida Power
for a six-month period Revenues and expenses are
adjusted for differences between recoverable fuel and
conservation costs and amounts included in current
rates. The cumulative fuel cost difference is shown in
the balance sheet as overrecovery or underrecovery of
fuel cost. Any overrecovery or underrecovery of costs
plus an interest factor are to be refunded or billed to
customers durnng the subsequent six-month perod

The cost of fossil fuel for electric generation is charged
to expense as burned The cost of nuclear fu~l is
amortized to fue! expense based on the quantity of heat
produced for the generation of electric energy in
relation to the quantity of heat expected to be produced
over the life of the nuclear fuel core

Depreciation and Maintenance—'"e Company
provides for depreciation of the original cost of
properties over their estimated useful lives primarily on
a straight-line basis. The annual provision for
depreciation. expressed as a percentage of the
average balances of depreciable electric plant of
Florida Power was 393%, 3 73% and 368% for 1985
1984 and 1983 respectively

Flonda Power charges maintenance with the cost of
repairs and minor renewals of property. the plant
accounts with the cost of renewals and replacements of
property units and accumulated depreciation with cost
less net salvage, of property units retired

Allowance for Funds—Tre allowance for funas used
during construction 1s a non-cash addition to income
representing the estmated cost of funds applicable to
utility plant under construction. Recognition of this item
as a cost of utility plant under construction 1s
appropnate because it constitutes an actual cost of
construction and. under established regulatory rate
practices, Florida Power is permitted to earn a return on
these costs and to recover them in the rates charged
for utility services while the plant is in service

Similar treatment has been authorized by the Florida
Pubiic Service Commussion for the cost of funds
applicable to certain existing generating units held for
future use. However, in compliance with Federal Energy
Regulatory Commission requirements, the return
accrued on these units of $3 4 million at December 31,
1985, 1s being deferred and will not be recognized as
income until the units are returned to service

The average rate used in computing the allowance
for funds was 1003% for 1985 and 1984, and 1008%
for 1983

Marketable Equity Securities—\arketable equity
securities are carned at the lower of aggregate cost or
market value. At December 31, 1985, the market value
of the securties was $308 million

Pension Costs—The Company and certan of its
subsidiaries have a retirement plan coverng
substantially all of their employees. The total pension
costs under this plan for 1985, 1984 and 1983 were
$9.6 milion, $9.1 million and $6.9 million, respectively
The plan was amended, effective December 31, 1983,
and again January 1, 1985, to provide increased
benefits. The total unfunded prior service cost at
January 1, 1985 of $9.3 million, after an increase in the
interest rate assumption from 6'2% to 7%, is being
funded by the Company over a 20-year period

A comparnscn of plan net assets with the actuaral
present value of accumulated plan benefits based on
an assumed rate of investment return of 8% a year is
presented below

January 1,
- 1985 1984

(Millions)

Actuanal present value of
accumulated plan benefits

Vested $ 86.7 $ 736
___Nonvested 15.2 143
Total $101.9 $ 879

Net assets available for benefits $193.9 $1772

The actuarial present value of accumulated plan
benefits does not recognize any improvements in
benefits and ignores the effects of future compensation
increases on the benefits participants will receive for
their past service If this value 1s adjusted for projected
compensation increases consistent with the assumed
rate of investment return, the adjusted actuaral present
value of accumulated plan benefits would be
approximately $158 2 million and $1374 million for 1985
and 1984, respectively

During 1985, the Financial Accounting Standards
Board issued new standards on employers accounting
for pensions. For US. plans, companies are required to
adopt the new expense and disclosure standards no
later than 1987 These new standards will be adopted



Notes to Consolidated Financial Statements

Income Taxes—

(2) INCOME TAX EXPENSE

(In millions)




Notes to Consolidated Financial Statements

.el Disposal Costs

1984 1983

2.9 Plant Refueling Outages-
(2.2)

43.5%

(3) BUSINESS ACQUISITIONS

Insurance

(4) NUCLEAR OPERATIONS
Jointly Ownea Plant-

Plant Decommissioning Costs

(5) PREFERRED AND PREFERENCE STOCK




Notes to Consolidated Financial Statements

(9) SUPPLEMENTARY INFORMATION TO
DISCLOSE THE EFFECTS OF CHANGING PRICES
(Unaudited)

(6) LONG-TERM DEBT

(7) SHORT-TERM DEBT

(8) COMMITMENTS AND CONTINGENCIES

Construction Program—

Debt Guarantees




Notes to Consolidated Financial Staiements

CONSOLIDATED FIVE YEAR COMPARISON OF £ <LECTED FINANCIAL DATA
ADJUSTED FOR CHANGING PRICES
(In millions, except per share amounts)

Years Ended December 31

1985 1984 1983 1982 1981
Revenues
$1,653.1 $1394¢ $1 .7 $1,227 .1
1,653.1 14439 1,368 1,54
Earnings on common stock
rted 160.9 115.8 39 8 )
80.7 ’ 1 7 16.9 16.9
Purchasing power gain from holding fixed
money obligations (4 69.6
Excess of increase in the general price leve!
over increase in specific prices of assets
(after adjustment to net recoverable cost) - 26.3 19 ) 4 ¢
Common stock equity at year end at net
recoverable cost
1,014.2
1,010.6 )14 )8 9 '9
Per share information
3.53
.77
2.19
2.19
30.75 3 7° ¢ 19 %
30.23 4 '
Average consumer price index 322.2 311 298 4 139




Notes to Consolidated Financial Statements

CONSOLIDATED STATEMENT OF INCOME ADJUSTED FOR CHANGING PRICES

(In millions)

For the Year Ended De. ember 31, 1985

Hist rical Current Cost
Cost In Average
As Reported 1985 Dollars

Report of Independent Certified Public Accountants

)




Selected Consolidated Data 1981-1985

(Doliars in millions, except per share amounts)

$2.19

$3,494.3

$1,1511
131.6
1,282.7
133.5
1,014.2

$2,430.4




Quarterly Financial Data (Unaudited)

(In millions, except per share amounts)

1985
Revenues
Net income

Earn ngs per average commaon share

1984
Revenues
Net income

Earnings per average common share

March 31

$378.1
$42.0
$.95

$351.9
$33 4
$80

~ Three Months Ended

June 30

$389.9
$39.7

$

$.87

320.9
$26 4
$62

September 30 December 31

$472.0 $413.1
$50.1 $29.1
$1.08 $.62
$396 9 $324 5
$325 $23.5
$76 $54

Earnings per average common share as presented above may not equal the annual amounts reported in the
Consolidated Statements of Income as a result of issuing additional shares of common stock during the periods

The business of the Company's largest subsidiary, Florida Power Corporation, is seasonal in nature and it is
management's opinion that comparisons of earnings for the quarters do not give a true indication of overall trends

and changes in the Company's operations

Common Stock Data

s
High
First Quarter $25%;
Second Quarter 28%,
Third Quarter 29'%
Fourth Quarter 31

l:pw
$23',
25%
24
25%

521 ]5
20%
22

24Y,

C. mposite Price of Common Stock

Dividends Paid
Per Share

129!_”__“7 o 1985 1984 Gl
R A AR ey

$18% $.54 $51

183 .54 51

19 .54 51

215 57 54




FLORIDA PROGRESS CORPORATION
Selected Data of Florida Power Corporation 1981-1985

1985 1984 1983 1982 1981
Electric Sales (Millions of KWH)
Residential 9,175.0 8,553 6 8.009 5 74250 7.752.3
Commercial 5,106.6 45477 41186 3.8952 3,735.2
Industnial 3,166.0 2,989 0 27010 2,765 3.2883
Sales for Resale (a) 2,556.4 33173 58020 47393 43222
Other 1,268.4 1,188.8 1,1429 1,094 9 1,038 5

21,2724 20.596 4 21,7740 19,869 9 20,1365

Residential Service (Average Annual)

KWH sales per customer 10,940 10.638 10,388 9,964 10,758
Revenue per customer $883 $818 $783 $720 $763
_ Revenue per KWH 8.07¢ 7 69¢ 7 54¢ 7.23¢ 7.09¢

Capitalization Ratios

Long-term debt 47.8% 52.4% 52 6% 54 7% 53.0%
Preferred stock 1.9 118 122 12.7 118
Common equity 40.3 358 352 326 352

Operating Data

Net generating cagab/ity (MW) 5,989 5927 5.993 5.899 5,255
Net system peak load (MW) 5,813 4 858 4913 5,347 5.088
BTU per KV'H of net output 9,928 10.074 10,082 10,383 10.357
Construct:o aaditiors (millions) $201.2 $284 5 $2858 $3853 $3798
Percentage of construction
expenditures generated internally 100% 999, 66%% 39% 45%

Ratio of earnings to fixed charges 3.81 307 294 242 3.19
Fuel cost per million BTU $2.63 $2.36 $2.85 $2.78 $3.12
Average number of customers 940,976 900,799 861,548 829,810 802,787
Number of employees 5,215 5.070 4923 4 829 4 533

(a) Electric sales for 1981-1984 have been restated to contorm with the 1985 reporting of scheduled interchange
sales of energy as Sales for Resale



Shareholder Statistics as of December 31, 1985

Geographic Distribution

Number of

Location Shareholders

Number of

Location Shareholders

Number of

Location Shareholders

Shareholder Ownership

Categories

Number
of Holders

Number
of Shares

Shareholder Classification

Categories

Number
of Holders

Number
of Shares




Florida Progress Corporation

Directors
Robert C. Allen

Wilmer W. Bassett, Jr.

AA

Andrew H. Hines, Jr

Frank M. Hubbard
Richard C. Johnson

P. Scott Linder

Charles P. Lykes

Clarence W. McKee, Jr

Corneal B. Myers

George Ruppel

Lee H. Scott

Jean Giles Wittner

Executive Officers

Andrew H. Hines, Jr.

Stanley A. Brandimore

Clarence W. McKee, Jr

Ailen J. Keesler, Jr.

Lee H. Scott

%

Gus A. Stavros

Billy L. Griffin

H.G. Wells

Other Officers of
Florida Progress
Corporation

Jerry H. Joyce

Thomas S. Krzesinski

J.G. Loader
Ned B. Spake
Dan R. Johnson

Joseph H. Richardson

Douglas M. Bagge

Cynthia W. Biddle

Cathleen P. Kortright

L. John Lopez




INVESTOR INFORMATION

Investor Services Department

All dividend checks, shareholder
reports, proxy material and tax forms
are handied from our St. Petersburg
General Office. All correspondence
concerning address changes, dividend
checks and related matters should be
directed to

Florida Progress Corporation
Investor Services Department
PO. Box 33042

St Petersburg, Florida 33733
Phone 813-895-1740

Inquiries concerning the transfer of
stock certificates should be directed to
our New York transfer agents.

Transfer Agents and Registrars
Common Stock

Manufacturers Hanover Trust Company
PO. Box 24935, Church Street Station
New York, New York 10249

Florida Power Corporation
Preferred Stock

Harris Trust Company of New York
110 William Street
New York, New York 10038

Dividend Reinvestment Plan

The Company offers a Dividend
Reinvestment Plan for shareholders of
record. At the end of 1985, 42% of the
Company's common shareholders
participated in the Company's Dividend
Reinvestment and Stock Purchase

Plan. The price of shares purchased
with reinvested dividends is at a 5%
discount from the market price. Plan
enroliments, withdrawals and other
correspondence should be directed to
the Investor Services Department at the
address shown

The dividend exclusion provided by the
Economic Recovery Tax Act of 1981
expired on December 31, 1985

Common Stock Dividends

Record dates are normally on or about
the 5th day of March, June, September
and December. Quarterly dividends
are customarily mailed to reach
shareholders cn or about the 20th of
March, June, September and
December

Common Stock Listed

New York Stock Exchange
Pacific Stock Exchange
Ticker symbol: FPC
Newspaper listing: FlaPrg

Annual Reports on Form 10-K

and Statistical Supplement

Upon request, the Company will
furnish its shareholders without charge
a copy of its 1985 Form 10-K, without
exhibits, as filed with the Securities and
Exchange Commission. A Florida
Power Corporation 1985 Form 10-K,
without exhibits, and a detailed TenYear
Statistical Report are also available.
Requests should be addressed to the
Investor Services Department at the
address shown.

Auditors
Arthur Andersen & Co
Tampa, Florida

Analysts’ Contact

Clarence W McKee, Jr. 813-895-1703
Executive Vice President

Jerry H. Joyce 813-895-1705

Vice President and Treasurer

Richard R. Champion 813-895-1733
Director, Investor Relations

Corporate Offices

270 First Avenue South

St. Petersburg, Florida 33701
Telephone 813-895-1700
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