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CONSOLIDATED FINANCIAL IIIGIILIGHTS g,, mamus eyepi per s.or, amo,,,,u; ' ,,-

IVM 1987

Revenues Inetrasc<l 2.3% $2,002.0 $1.957.6
''

, . , .

Eatnings Were Down 1.3% $179.8 $187.8
_

Asciage Corninon Shares Outstan< ling increasc<l 1.6% 51.1 50.3
,

iou nings l'er Shaic I)ccreasc<l 5.9% $3.52 $3.74

i
! Divi <len<ls l'ai<l Per Conunon Shate Were U > 3.3% $2.50 $2.42l

Retuin on Ascrage Conunon E<luity 13.9 % 15.5%

i
'

llook Value l'er Share-Year En<l $25.80 $21.77 g

Coininon Stock l' rice Range $32-37% $29%-13%

(
|

EARNINGS AND DIVIDENDS PER SIIARE 1UFAL INVESTMENT REFURN
I he-) car therage Gnm th Rate 19M:r HIMM

> c.

,

25.4 %

ii

)

- ..,

' '

O
-

, , .

I
.

h

!
E I*

- !.

>

,
15.3',

''

lw,
1981 tilH3 19K6 1987 198N

E lbrida Prognu @ WP 21
C1)hidends @l' rpings E MP 400 (industrials)

" "a

_ _ . _ . . . . . . . . . . . . .
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OPERATING lilGIILIGilTS an,nars in misns. ewpo rarning per share amounos>

UTILITY NON.UTIIJTY
% % >

Increase increase
1988 1987 (Ibeerrase) 1988 1987 (Decrease)

Ittiennes $1,468.5 $ 1,472.2 (.3%) $ 533.5 $ 185/1 9.9%
Penent of ' Intal 73.4 % 75.2 % 26.6 % 21.8%

Earnings $169.2 $165.9 2.0% $10.6 $21.9 (51.6%)

|-
l'enent of" Intal 94.1% 88.3% 5.9% i1.7%

----

IOirnings per Share $3.31 $3.30 .3% $.21 $.44 (52.3% )

Assets $3,285.3 $3,219.6 2.0 W $1,018.2 $912.3 11.6%
Penent of Total 76.3 % 77.9 % 23.7 % 22.1 %

i- Cornmon Equity as a
| Pen'ent of Capital 50.2 % 16.6% 7.7% 52,4 % 57.1% (8.2% ) >

lletuni on Asciuge 7
Coinnion Equity 16.1% 16.5% (2cly ) 4.4% 10.6 % (58.5% )

| l'.inplo> ces 5,512 5.395 2.2% 2,462 2.721 (9.5% )

I'
.

_

|
|

|
-

|
| UTIlJTY SERVICE AltEA NON UTILJTY

OPERATING LOCATIONS
l

_

|

S<nsth Midwest

jid;.g"*gk@ ,
Wi Tgf* |ssONVl(1.1

? # Alabama Kansas >4

Florida Minnesota

k. . Georgia Missouri

O senice Area WINthNe{g Kentucky Ohio
I,otilstanu,

W\11 IHWI Y \$ g
-"j Notth Carolina West

(llARW\ll .a
si.et u usnrud u Oklahoma Arizona -

'' South Carolina - Calitbrnia -

'li nnessee Colorado
'lixas

\H Virginia - .. Northeast
i.innda Powri menn appniuin.uch
IJitduino a miomen in nunc than :p, West Virginia C.onticetictit

.

t HHs timtin ain! Int al t onnnnuuies. I he
ten noi) o,inpnws abont 24000 uju.ae
iniln with a populanon nl inoir than
1.2040no. Im aird in :12 ni Iloiida s
67 rnunius

_
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DearFellow Shareholders: residential rate was $65.74 per thou- farmance in 1988.The company im.
A wie coach onc e said that the best sand kilowatt-hours while the natioryd pmved its contribution to earnings

way to make progress with a team is to avemge was approximately $75.00. Our while expanding its regional sales
<un< entrate efibrts on its limits; that is, operations and maintenance expense eflbris and raaintaining its A +
where it is strongest and where it is per customer has declined mer 20% (Superior) rating.
weakest.15y overcoming the weak. during the past five years.This is sub- li>llowing the coach's admonition,
nesses, you reduce the losses 15uilding stantially better than the industry aver. lefs look at the weaker areas. We estab-

| on the strengths enables even greater age.The company apin ranked in the lished a one-time loss reserve of $4.6
a< hic rment where a team is already top ten of the nation.,100 largest rnillion due to the default of a lessee
suc< essful. For the past two years, we investor owned utilities in merall sys' on an oil drilling rig lease. Our build-
hase concentrated on improving our tem power plant efficiencF ing materials business suffered heavily
str engths and overcoming weaknesses. Florida Power is also prepared to due to low margins in door manufac.

The theme of our Annual Report meet the increasing energy demands turing. We continue to work to develop
this year is teamwork. We will review of a puwing state. Sufficient energy promising technokigy into a profitable
our results and emphasize the team. resources are available through the operating business. It is taking longer
work whi< h lies behind those results. mid 90s without building new large, than we planned, increasing research
This letter to you discusses the perfbr. baseload power plants, and dorlopment costs. Primarily due
mame of our Company in 1988 and Florida Power is not only strong i these factors, non-utility earnings
speaks to those oldertives toward operationally, but financially. Its solid declined f rom $21.9 million in 1987 to
w hich we will strive in 1989 and the $10.6 million in 198Rfinancial strength was recognized by
years which lie ahead. Moody's Imntor Services in 1988 What are we doing about it; We have

Fium a financial standpoint,1988 when Florida Power's first mortgage sold the door manufacturing and dis-
was a good year, although not as good bond rating was raised te Aa3 from A1. tribution business at a modest gain. We
as 1987. We canied $152 per share These results reflect the dedicated have divested our office furni.'.ure and
sersus $171 per share in 1987.Our wud of thousands of employees mer a packaging businests, as well as our
non-utility earnings, whic h had bec" period of some years. The productivity imrticultural pmduts companies.
quite Iavorable in 1987, suffered sharp' and innmation which have made these Eliminating these ventures, which in-
ly this past year. In the face of a large achievements possible are a tellection cluded both slightly profitable and un.
rate reduction in 1988, Florida Power

of a "do it righr' attitude among profitable businesses, will permit
Corponnion was able to improve its personnel at all levels. This kind of atti. mcreased concentrauon on the win-

,

canungulightly. This was accom' mde is one of which yom adare. ners, while removing the negative
plished through continued strong cus- Imklem can feel pmud drain on earnings. We are optimistic
tomer gmwth, caref ul attention to that we will see appreciable improve-

F.lon.da Pourr a. and will remain f.orcontmiling expenses and a one time ment in our non utility area in 1989.
carnings increment of $.15 per share some time to come, our core busmess.

associated with gas tut hine generators it is the solid foundation on which we After a year m which this sector
,

whit h will be returninE to senice imm strive to build a diversified company. pmduced disappointing results, there
is a temptation to abandon the con.

cxtended cold shutdown. .The performance of our disersifica- cept and cut back on efibris to diver.
For the 36th consecuti e > ear, divi. tion program was mixed in 1988. Elec. s fy. We believe this would be a grave

demis paid per share ina cased.The tric F uels Corporatmn had a very ermr. We have always held the view that
floard of 1)irectors set a new annual rate good year. It continues to provide a this program would take some years to
of $2.56 per shar e at the November reliable source of coal to Florida become cf fective, and we expected to
meeting. Combining the divi < tend yichl Power while holding down the costs. have lows ahmgside highs. Our ap-
with sto( k appreciation over the last I he coal sales to unaffiliated pmach has always been dir ecte .I to-

| five years tesulted in an annual average customers have grown to 31% an$1 ward the long view. In that vein,
ontribute sigmficantly to Electnc

(F uels e rnings. Inuadening the base of our business to| teturn of ove .5%. Your team is com-
'

mined to building on this rm ord. reduce merall risk is more important
| 1.et's review our strengths, where a in the Development G roup, the than ever.
'

considerable amount of attention and good residts from aluminum fabtica-
The national interest in deregtda-

! managemen t ellbrt base been invested. tion, sales of plumbing supplyes and tion ad (umpetition which was
Florida Powet has achieved le els s f ex. ciu us opgations une especially , n. manifested in governmental treatment |

u

rellence by almost any set of standmds. lyortant this year, ofIsetting less of die airlines, natural gas industry,
Ia rable results m other areas.

|
We at e cunrntly one of the low cost savings and loan lostinions and Me.

| electric supplicts in Florida and the Mid Coniinent I.ife insurance phone companies is ibcusing increas-
Southeast. At the end of 1988, the Company continued its steady per. ingly on all aspects of he electrict

_ _
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utility indmtry. As a result, the indmtry I
is entering an era of regulatory and
(ompetitive tunnoil sut h as has not
been seen Ior 50 years. There is a seri-
ous likelihood that regulation will in.
crease in cornplexity, breadth and
detail at the samt time that competi-
tion is ut ged and mandated. We would
face the worst of'both worlds.

There is (tery reason for confidence
in Florida Power's ability to compete,
given a f air opp <n tunity to do su Its
t ecord speaks fier itself. We must, how-
ever, hedge against the un<.ertainties

j w hic h (onl'ront all utilities today. 'Ib
Iall to do su in the face of the govern.
mental track record, would not be wise.
Diversification gives us such a hedge.

We continue to be pleased with the
perfi>rmance of the thousands of em-
ployees w ho make up the Progress
team. Our tramition in leadership is
wm king well. We have had, for a long

I time, superior training and personnel
development pmgrams in place.This
has pnnen vahiable in prosiding a
flow of capable candidates fbr the
many opportunities w hich are occur-
ring. The <piality of leadership will
always be critical to our Company's fu-
tute. The men and women mosing up
aic well-qualified. This will ensuie sta-
bility in corporate values and ethic s

| and f resh imights into dealing with
evolving problems and opponunities.

| 1)nring 1989, Iwo Florida Progress

i officers who hase sencd you well and
| faithf ully ibr many years, will be ie r.d

| ing. Nir. Clarence W. Ah Kee,Jr., sts ,3s
aside as F3.sutive \' ice President and
Chief Financial Of fic er at the end of

| July. \' ice President and Secretar),

| hir. Jay G 1.oader,is retiring on Febru-
ary 28. Iloth of these individuals have'

been elfcctive and efficient contribu- [t / -
tors to the success of your enterprise. fr

'

j '
,

hit. Selby Sullivan is leaving the lioard '

ofIlirectors of I'lorida Progress at the /,,
time of the Annual Meeting, April 27,
1989. Ile has provideil excellent coun. Dr. Jack it Critchfield Andrew H. Ilines Jr.
sel and penetrating tes icw. Iie w||| 1%ident and ChisfOperating Offker Chairman and Chitf Eurutive Ofirer
be missed.

Our deep ap}neciation to you for
your continued support and 1
confidence- February 10,1989

- . _ - _ _ _ _ _ _ .
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Utilizing OurStrengths

Florida Progress Corporation uses
- by Slomly's Investors Service. The up--

.

grade was based on strong customerits strengths and resoun es to meet - ,
challenges and capitalize on opportu- f gruwth and a manageable construction
nitieCloday, and in the fnture, ... program that can be primarily funded

~

-

management must balance the
'

f rom internally generated funds.-

icquhements of shareholders
, In August 1988, Progress Capit-d

- '

cu aomers and employees in the .
.

. 1Ioldings, Inc. was fbrmed to
-

(hanging envininment in whith our - . - consolidate the financial strength of.

businesses operate. This business . ,

-
-

the non utility operations.This down-
imew focuses on these aspects of.our saeam imlding company will help,

business and the achievements of ou'
. lower the cost of capit d compared to

utihty and non utihty operanons. J - die individual businesses financing,

i '. their operations separately. 51edium.Strimg Population Growth
. st term notes of Progress Capual I told-

l.lon.da.s populan.on growth is one ings ne rated A2 by N!oody's Investors-
.

of the highest in the nation, with more Sersice and A by Standardh Poofs'

than 300.000 people moving into the
Staic each > car. Flotida Power Corpo-

- . Corpomtioa
, .

ration likewise has expciienced a - - J Competitive Electric Rates3
oemendous rate of giowth mer the - p ; Financia! stiength has im:nuved-:

last lise years. Customer growth has -
: .1 -

,- during the past year, while Florida
'

,

meraged 4.3% compaied to the
- -

'

'

Power cominued to offer very competi-
national merage of 1.957. During .- - tive electric rates. As a result of reduc-
1988 alone, customer gr owth was

.
.

w tb in 1987 and 198& Florida Power
1.7ti, neady is ice the utility ; .. .- now offers some of the lowest rates in
mdustry mcrar. TW9q's financiahtrength continues the Southeast. At the end of 1984 the

Strong customcr giowth and an to improve. t esidential rate was S65.74 per thou-
ina case in aserage annual customer sand kilowatt hours as compared to the
usage were the primary icasons fbr the national average of approximately
7.99; incicase in retail energy sales in peak deniand nonnally occurs dur ing $7500. Flodda Power achieved this

the winter season and lasts a short198K This inacase offset muth of the competitive position, while maintain-
dumuon of one to tun hours.cainings impact f rom lower electric ing its financial integrity, by being a

rares dm ing the year. Florida Power's award-winning load low. cost supplier.
management program is able to lower

Commu.tment to Customer Seru.ceSufficient Energy Resources dw peak demand dwough mdio.
Customer growth is important to the controHed devices on selected appli. Success is not only measured by

suaess of any business and Florida ain es installed in customeri homes. growth and financial strength, but also
Power has the ener gy resources to With 230.000 customers participating by the quality of customer senice.This
meet customer giowth through the in this pingram. Florida Power cur. dedication to quality is demonstrated
mid 90s without buikling latge rently has the ability to ieduce the each working day as our employees
baseload power plants. Through exist- peak demand by more than 445.000 connect more than 175 new services
ing generation, reactivation of standby kilowatts, and handle thousands of customer
peakers. the :Wdition of new peaking contacts.

units and p n based power, Florida FinancialStrength Flodda Powers success in meeting
Ibwer will be able to meet the giuwth Financial strength continued to its customers' needs is measured by a
m demand. impnne as the consolklated long term quanedy customer sen ice survey.The

in anticipation of futute demand, debt ratio declined hum 53.251 in most recent suncy indicates that more
Flor ida Power signed a long term pur. 1981 to 40.451 in 198R The lower debt than 979; of Florida Powefs customers
chase contract in jul) 1988 with The structure and mat ket conditions also weie satisfied with the level of sen ice

Southern Company Ibi 400,000 allowed Florida Power to reduce its they received in 198R
kilowatts of power that is s(heduled to embedded cost of long term debt from Providing quality pinducts and
begin in 1991 and tenninate in 2010. 9.257 in 1984 to 857 in 198d custotuer service also extends to the

Another intlication of impnwing non-utility businesses. Whether selling
load Management Reduces frah financial stiength was a bond rating life insunmce or developing real estate,

Slecting the peak encigy demand of upgrade for the utility opemtions. In a willingness to listen and respond
its customers is a ( hallenge for all elec. August 198K Florida Powers first mort- to customers is a way to ensure busi-
tiic utilities. Flot ida Powefs highest gage bonds were raised to Aa3 from Al ness success.
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Focusing OurEnergies

With the increasingly competitive by taking nhun*. age of market condi- to satisflictorily improve the profitability
nature of the utility irulustr); cost con tions. Electnc Fuels has supplied coal of the door manuf acturing. packaging
trol must be continuall) emphasized to Florida Powemince 1977 and and office furniture businesses. As a
by managernent. As a low. cost suppl .i; reduced the delivered cost of coal on a result, they were sokL Another factor
Florida Power has a Iamable ;xisition HI U basis escry year sinne 1983. affecting earnings was an aller-tax loss
on w hidi to build. The Crystal River Nuclear Plant was provision of $4.6 million on an of f-

a major fa'ctor in reducing iuel cost shore drilling rig lease m, the leveraged i

Controlling Cost during the year.The use of nuclear } ease portfoho of the hnancial Sett-
'

Over the past few years Florida f uel, versus coal and oil, saved cus. "" b,f""P OC Energy and fishnol- |

Power has emphasized programs to tomers appiuximately S75 million in og and hnancial Se:Tices Groups
.

wm the primary contributors to non-cuntrol cost and manage the business fuel cost in 1988.
more elfcctisely. The largest and most utility earnings.

cont rollable expense is operations and Energy ContmlReduces Cost Electric Fuels earned approximately
maintenam e cost, whic h indudes f uel The Energy Control Center is an $7.7 million. Its carnings are primarily j
and pun based power. In comparing ex< client example of how Florida derived from coal sales to both Florida i

Florida Power to the latest available Power minimizes fuel and operating Power and unaf filiated customers, as |

industry data, the operations and expenses and provides system reliabil- well as marine transportation opera- I
mamtenance expense per customer ity. Through an energy broker system, tions. Sales to unaffiliated customers

'

has declined 20.2% over the last five Florida Power's Energy Control Center now account for 31W of Electric Fuels'
year s. This compares favorably to a and other Florida utilities continually
4.3% increase hir the utility industry monitor and c ontrol the use of

'
coal sales.

. f '*"I"" '""'P"""'.I"" "Pf"'
,

over the same period. resources to provide the most cost- nons mdude ocean and Imrymng
efficient energy to customers. This

hamn annulk conunod,ty transfer4 Balanced FurlMix Lowers Cost energy broker system matches quota-
i

Florida Power has ac hicsed a flexible tions of energy prices to buy and sell """I",als. Man,ne Equi [nnent Manage.
orporation has expanded itsmen

fuelinix that helps minimize the im. energy among the participating utili.
pact of fluctuations in the supply and ties. The Energy Control Center saved tmnsponadon netwoi and now open

ain a e of approximately 350
price ofindividual fuels. In 1988, neadv $7.5 million in fueh ost in 1988
Florida Power's fuel nux was a, % (oal, hv using this system in conjunction with }>arges, to take advantage of the prof-

'

nable mland bulk cargo market.
20% oil,22% nudear and 1% gas. daily and weekly fuel conunitments.

In 198K the Financial Se:Tices
I.nel .is the largest operating expense. Non Utility Opemtions GrouI> contributed to earningsH, orula Power has been able to consis.

. During 198R we focused on testruc- through commercial asset financing.
tent!v lower its f.uel expense per cus- uningi non.udl.ny businesses that life insurance and investments. Mid-
tomer f rom $595 in 1983 to $461 were not meeting our profit objectives. Contment 1.ile Insurarn e Companyg ggg

The non utility operations earned achieved a 21% increase in insurance-
Eiernic Fuels Corporation has been $10.6 million in 1984 compared to in force and a 5.6% increase in earn-

a inajor contributor to lower iact cost $21.9 million in 1987. We were unable ings during 198R

' '

'4
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F.lectric Fuels acquired an inland bulk transportation company in 1986 and currently operates a flect of approximately 350 barges. As shown f
shme, the tow boat Noble C.1%rsonage moves grain along the Mississippi. '
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Synchronizing OurEforts

; The most important element in our %''
'' ~ ^

Cotnpany's success is the hard work of
9[t. ~ 4* ,

(p. 'A (" p| c
'

our employees. It is the commitment
_

1

and diligent cfIbrts of our people that / r; ' . . - 3 9k i.W '[
,? #

...Cenable us to utili/e our strengths and
. #g g 1 f? E

*' '..

focus our elforts to make our orgamia.
. y

tion function ef fectively. - J
i .. ||[.

Management Philosophy I~ {^! k :: .+ . V' | ''

. ;

N!anagement, from first line super. .

visors to senior inembers, values each .L" - '~ " '

6
- ]

individual's con:t ibution. Our Com-
.

pany has a traditon ofleadership
.,' .

,

-

. L-
-

r.

whic h iccogni/cs that superior results
.

.

ate at hieved when employees give -

. .-
-

' ,. _

their best elforts and work u>gether . -
. .

'
y

as a team. L
' '

~

~

-

'

, . -

The Company encoun.ges outstand.
. . . 6

- -

-
-

-| .
.

ing perfonnance and teamwor k
'

' *
.

.

through employee incenthe prognuns.
.

'

.

su h as sasings and piufit sharing
.

'

;-
.

.

.

plans. hjost of the operating units
establish annual corporate goals and

.
., .

.

'

- * '

reward their employees through Com- -

-

. y
pany contributions to a savings plan if

_

Management is committed to visiting the field and meeting directly with employees. (R L)
the goals are reached. Progress tward The Longwood District Office Manager, Keith Blanden, discusses operations with Pete
leadling these goals is conununicated Dagostino, Vice President Eastern /Mid. Florida / Ridge Divisions.
to employees duuughout the > cat.

Communicating the corporate strat- make recommendations. There are implement a business plan.Tb ensure
egy and goals withm the organization currently 80 active PACE teams func. continuity in leadership and direction
is essential to achieving the best team tioning throughout the Florida Power for Florida Progress, a management
elfort. I his conununication objecnve system. succession plan was put in place in
can be a major challenge Ihr a large, TN Centnd Division Line PACE early 1988. With Andrew II. liines,Jr.
diversified organization. In an elfort to

team is an excellent examI>le of osinE
in a leadership role, our management

meet this challenge, the Company has
well established employee newsletters. . employees to solve a unique problem. team is planning and preparing ihr

. . the fum-msm on an .unbun.on h.nes m
maga /ines and a monthly utility video we an amas o onda owns, ,

ce territory are often dif{hcult tonews program called Access. Af anage. Each of the Group Vice Presidents
. .

ment's commitment to visit the field
reach and servic c. In the past, ciews reports to Dr. Jack Il Cntc hfield, Pres,e

and meet directiv with employees aho
is important to ilie communication C".nurued temponny Hoating land dent and Chief Operating Ofhccr. Dr.

bndges to avoid damaging the sur. Cntchfield directs the strategic
g,

rounding environment. management of our operating units.

PACE TeamsImprove Pmductivity The PACE team reseanhed and Each Group's management team pre.

Flotida Power challenges its em- mconunended the purchase of an all. pares and refines its strategic plan to
utihre the resources aHocated to ts

,

terrain vehicle called the 5f arshataster,
plosces to solve problems thmugh the

which allowed access and maintenance operanons. The key to successful stra-
Ibnnation of quality circle teams.

of rights of.way. The purchase of the tegic management is in the complete
People Achieving Corporate Excel- Starshalaster pmvides a productive involvement of au levels of manage-

lence, PACE, was Ibnned at Florida and cost effietive means to reach the inent in both the formulation and
Power more than three years ago to wetland areas, which require main. dneloinnent of the plan.
improse operations, productivity and tenance, while preserving the en.
ef ficiency. The program is designed to vironment. Through the use of strategic plan-
operate with teams of six to ten em- . ning and teamwork, Florida Progress is
ployees. These n ams hne first-hand Strategic Management puuing die resources in place that will
knowledge and on thejob experience Strategic management includes de. allow us to effectively meet our future
to identify areas for improvement and veloping team members to successfully ( hallenges. a
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Meeting The Challenges

Florida Progress has the resources ~ ' ' ' '

.

' T% , - .
'

and comminnent to meet the chal- =
-

lenges of the 1990's.These challenges ' ' ~ ' ' WfM'
4'
.4 '$7 h.

-

include solving the problems that .

'-

^ ...J ' ''
rapid growth is creating fbr the State .4 -

*

'

of Fh>rida. %E.- -

Seeking Sohttions . . j
~ ' ''

.

l % hile Flondas population and ' !
.

b'economic growth at e creating a posi- ,

tive climate for doing business, they .
'

are also causing enormous infrastruc.
ture problems. >

There is a continuing need Ihr new
'

-

~ .
.

.
.

and expanded highways, bridges ami / .

-

'

mass transit systems, as well as a deruand /
lbr additional utility services-water,

'

'

-
. .

sewage, waste management and energy.
.

Florida is important to our future.
~~

~

.
~

We intend to continue a leadership -

role in the business and political aie ia - e
.

as solutions to our State's infrastruc. ~.
~ 4,

ture problems are developed. h ,
. , , ,

-

A ChangingIndustry
,, Through Electric Fuels, Florida Progress controls large, low sulphur coal reserves.

1 he unlity mdustry is m a per:od of
transition due to increasing regulation December 1988, Progress Energy took one small municipally operated utility
and competition.Through the p ar its first ownership position in a 50,000 sptem within its service area.
2000, a large part of new power re. kilowatt cogeneration pndect located . , ,

quirements for the nation coukt be in New York State. Acid Rain Legislation

supplied by non-utility sources. Many Waste to energy projects also are Another challenge fbr the utility in-
of the non utility generators will be becoming more attractive as the dustry is the potentiallbr the 101st
competing fbr iiidustrial users. nation's population increases. These Congress to pass acid rain legislation.

Ilecause of ourlargeiesidential pnderts represent a desirable aher. Congress is conudering scyraher-
customer base and low rates, this fonn native to landfills, while also produc- nons wah a range of.promons mclud-

, ,

of competition for market share ing energy. ing a tax on fbssil fuel generation, state

should not alrect Florida Power as The Pinellas County Resource I""""E." '.apac m ts pr udfur diox.
u nuens, owmuHunh,ede andmuch as some utilities. Recovery plant, locate [1 within Florida
nitrogen oxide emission standards and

Power's service area, is the largest oper.Investtngin Cogenemts.
. .

*"" " * P C#" *on
ating waste-to energy facility in the na-

All utilities are affected by regula- tion. The plant disposes ofiolid waste Unfortunately, the acid rain legisla-
tions that requite them to purchase and provides low. cost energy to tion previously proposed did not con-
excess energy from qualifying co- Florida Power.

~

sider reductions already achieved in -

generation and small power produc- certain states. Florida has more strin-
tioe pndects. Cogenerators produce gent emission control guidelines than
energy primarily for an industrial cus. Expanding Utility Market Share other parts of the counuy Florida
tomer and sell the excess energy to the Another way to face increasing com. Power already uses low sulphur coal at
local utility. Small power producers petition is to market low rates to new all of its coal-fired units. Through Elec-
generate energy from waste or renewa. businesses that are considering rek> cat- tric Fuels, we control large, low sulphur
ble resources. ing to Florida. Florida Power is in, coal reserves that could be tapped to

We are interested in this market be. volved in attracting businesses and meet new emission requirements if
cause it offers an attractive business industries with high load factors to its scrubbers are not mandated.

opportunity related to our core busi. senice area- While the impact of this legislation
ness. InJanuary 1988, Progress Energy Florida Power also can use its k)w is uncertain, the effect on Florida
Corpomtion was lbrmed to es elop, rates and financial strength to capital- Power's rates is expected to be muchd

own and operate cogeneration facili- ire on purchase opportunities. Florida less than many others within the utility
ties throughout the United States. In Power was invited to make an offer on industry.

- - .
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BuildingSharehokler Value

Through the teamwor k of our em- Cost elfective inanagement of the commitment. While we selected diver-
ployees, we can build on our strengths key aspects of the business is essential silication as a long term strategy, we
arul focus our energies to pruvide het- in positioning oursches as a low mst chose a (unservati e approach and
ter inoducts and sen ices. As a result, supplie:Cib maximi /c shareholder limited the size of our acquisitions,
we will he better able to respond to our value, Florida Power must he a
competition and improve the return to top priority. Our prograni was conceived to (un-
shaicholders. tribute to current earnings and un

UsingDiversification to build value through appreciation.
Return to Shareholders Build Glue ourg>cyclopmentaroupsreagestate
Averages 25.4% Florida Progress' diversification im estments are examples of opimrtu-

i >ur Company has an impr essive strategy reinesents an important prep- nities to realize apineciated value
divriend track iccord, having in. aration for meeting the < hallenge of as needed.
c caied annual dividends paid per change. Electric ntilities are increasing-
shar for hinsecutise scars. Oser ly af fccted by regulation and competi- Thiuughout our organi/ation, the
the r ast live > cars, a shareholder's in- tion.1)isersification of fers the goal is to build long-term shareholder
vonnent in Florida Progress has opportunity to hedge this risk. Florida value. Most of the N,000 employees of
earned an annual a erage return of Progress began its diversification pro- the Florida Progress family ofiumpa-
2111 w hich mmpares favorably to gram in 1982 with the helief that dker- nies are shareboklers, tou For these
the electric utility industry I)uring this sification also was a risk and wouhl not men and women, working toward cor-
same period,Standatd & Poor's Eler. he an easy course. A successlul strategy porate excellence is more than a, job, it
uic Utility index of 21 mmpanies requires flexibility and a long term is a way to invest in their Iutme.
exper ienced an annual average return
of 20.MT .

W hh hkh yThrough higher stock prices, the 1dgw - % g $'

$hy@Dhi?[h[%g'eAL
%inat ket rewards mmpanies that can %W i

E$4 i@n. MM)g$MMg M 4h % ; j? gy .ydy fh hiM
,

generate cash for mnsistent dhidends
and imest to build value. Over the last

" M4 k: Melive years, our net cash flow from oper. W 3R s ;z :w a .. . ve ;,on -

mw m :i O7 g 1 3 q %; p$ '. g %. g
g , , m; yatmg aro. . .unes has been nearly two and ;gg aqe

jQ %
'

4 w"Qj j g g~-[g$[gjjg
a hall times our icported earnings.

f]4 * ?|||; 4, 'M t
M f mpg

Substantially, all of this cash flow was Op,' c gaused to meet shareholder dn, idends,

p t;;f tp MW3pgy
, gygy,,g ; (*

,M.h- i ' c A

'
> 1

debt reductions and utility and non- 7' ME g YPH W'

utility capital expenditure's.The re- k% \h ~
s

@j[ ' [$ . [i f . NNg M, $ h k^"
i1

mainder was reinvested in non uiility ai* 1
.

4a ~ ' E )
'

1
businesses.

['
' 'i

!
"

y1'9
Flot ida Pmgt ess remains mounined n

'

' [+ i'i

to a goal of pnxtucing ieturns that ' ,|4 - -g,- 5 Y Y
. .

h *
. .- m - : i - Ngt

.,

i , . -

ext ced the elet n ic utility mdustry .-
4 (s i ; e le | j sa
% b. ;f g . j k:g3

average.
'

<.-
. .,. -

Florida lhweris Our ' ?.,

Core Business * '

Florida Power is, and williemain for
some years to mme, our priinary busi-

,

new h is a mmpany with a tradition of >

generating and deli cring economical
'

power thtuugh quality, reliable sen ice. -

- '
.

. j

Generation planning has allowed us -

*

to obtain sullitient enetgy tesounes A
with a flexible f uel mix and a success- -

-

'

.

fulload management program.The
.

y,

planning and design of the transmis-
sion and dhttihution systetn allows us The Ilarborage at llayboro, a des elopment Group project, features a floating concrete dock
Io continue to meet the demands of system and includes 235 private slips,2,500 feet of dock space for visitors and a two story
Florida's growth. dockmaster's olTice.
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Today' AndRmwrrow .w x
# A

Although success is measured by - - - -

past accomplishments, it is achieved by i e
overmming the challenges of today ;
and tomormw. A way to meet these

,

yw .' - "
., r -

.

challenges is throu{ mmwative j 3 \/ '
-

problem solving.
. g

'
,

'

innovative ideas Solve Mblems 9
.t iThe Fossil Operations Department

-

'

,! i

at Florida Power established a predic.
' fj p'

tive maintenance program to more ef- ! 3- -''
.

i' r.-

fcctively manage the power plants and |
.

'

further control costs This program al-
.

-

$p .'

lows plant personnel to identif y cxist- 4;
.. .g

''' ''
' i >

ing and potential equipment problems
beliare a failure occurs Problems can

. ;;
_

j
.

'

-
,

be evaluated as to urgency, and repair
j' "

'

|'; ?- | <

can be scheduled at the most benefb l

cial time. II Ll -[.

Prugtess Tahnologies Corporation s , J'
o

is using research and development m . se . .
testing and evaluating the feasibility of ./', >.
new technol~gy for separating various
elemenis fmm liquids a nd gases on a [.

=* | f ~ , ,
,

_

|/ ( -
- '

1

.

;,

continuous basis Progress Technolo- .( -

.p.gies has developed an advanced sepa. '
i

_ o
r ation device called ISEP. In 1984 the t., ,

company completul the design and *
w - -

construction of an ISEP sptem to re- d

cowr plutonium from nuclear waste Progress Technologies completed the design and construction of an ISEP system for
fluids. This system is being tested at a recovering plutonium from nuclear waste nuids. The system is currently bein g tested at a
U. S. Department of Energy laboratory M Department of Energy laboratory.

Both of these examples illustrate utility and its products, we can main- making to respond to cl'anging eco-
tain competinve edge. nomic, legal and pohural pressures.the importance of testing and using

innovatiw punlucts and ideas in solv- Our Ibsitionedfor the FutureBuildinfcation Ngmming business problems and remaining Diversi Florida Power is well-positioned tocompetithe.
Diversincmion oRers mrmnt ern- respond to Florida's growth with its

Maintaining the Competitive Edp ings, the potential for appreciated continuing emphasis on fundamen-

We beh.ew mcreased competition values and the prospect of future tals. 'I brough producuvity improve-.

and regulatory decisions wdl continue growth. Building a successful diversift **"' P"!F *5' P*8""'"

to shape the unlity mdustry m the 21st cation program takes time, hard work, leaderslup, new technology and quality

Century Florida Ibwer's strengths and tough decisions and patience, products and services, Florida Power is
reachmg toward its vision of a full-

tesources haw famrably positioned it Our diversification program is still service energy company.
in t<xlay's utility market. In looking to young and emlving. Over the last six

The Company will continue to inte-the future, w- will expand the penpec. years, we have acquired companies
tim toward becoming a fuRservice formed partnerships andjoint ven- grate and develop its non utility busi-

nesses to improve profitability whileenergy company. tures, sold unprofitable companies building a diversification program for
Florida Power has taken some initial and mstmctuwd operauons Manag. the future.

I"8 "" ***'N"8 wemncation pmd, ,

steps to expand its services in energy.
related amas The utility is marketing gam mqmms us.mg each of th Florida Progress' continued success

and selling other energy.related 5""I*8 5 '" '' 5"'C#"I" will result from innovative thinking,
planning and decision-making

pnxlucts for lighting, commertial and The ability ofour non utility opera- Through the dedicated teamwork of
industrial power conditioning and tions to reach their potential will de- our employees, Florida Progress will
residential surge pm'ection. By ex- pend on the Company's ability to be continue to be a quality inwstment for
panding the traditional mle of the flexible in our planning and decision- its shareholders

- _ - _ _ _ _ _ _
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Fl.ORtDA PR(LRL% CORPORAL 10N
FINANCIAL REVIEW- - '

MANAGEMENT'S DISCUSSION
AND ANALYSIS

EARNINGS AND RETURN turing, packaging and ofOce furniture . tions, the remaining business fbrms

ON FQUITY husinesses. A summary of the non- operations were restructured as part of
The Company's earnings per share utility group carni. igs per share is as the Financial Senices Group in 1989. -

,

| lor 1988 were $3.52, compared to follows:

| S3.74 in 1987 and $3.71 in 198R The 1988 1987 198(; Return on thuity
key factors afrecting this year's earn- Energy &

" " " " " "

ings decline were the establishment of Technology S.! I S.13 S.13'
'"

a lease'resen'e, low inargins in buikling Development - .07 .01 g mmmm,,mumm
,,,,,,,,

paxlucts and mcreased technok>gy re' Financial Services .14 .24 .22 3 y
search and dwelopment costs. Ihninen Senices - .03 .02

inusam8The utility earnings per share in- Corporate _(.0J) 103) Jgi) n>

creased to $3.31 fnim $3.30 in 1987. As Non Utility EPS S.21 S.4 i S.34 /expec ted, tne 1988 retail rate r educuon == ==== ==== s

was the primary factor limiting utility Within the Energy and Technology
earnings growth.While the reduced Gnmp. Electric Fuels Corporation o

rates lower ed revenues by approxi- achined improved earnings over 1987. "*4 em "" "*7 "%
mately $9 I million, Florida Power's Progresslechnologies Corporation g r,% g s,,,,,t,%
customer growth of 3.7% ofhet a por- wm the primary cause Ihr lower group
hon of the impact. earnings, as it continues to work on the

Increased custmner usage also development and marketing of several The return on equity chart high.

| ieduced the impact of the rate settle. applications ofits ISEP technology lights the relationship between utility :

| ment. In 1984 kilowatt hour sales per The operation remained primarily in- and non utility operations.The imJ '
| residential customer increased 3 E volved in research and development, provement in the 1985 utility return

resuhed from rate relief received bywhich is 40% higher than the Ove year Lower Development Group carn- Honda Power m late 1984.T he returnsaverage increase of 2.5%. Lower rates ngs were primarily due to poor oper-
ating resuhs in door manufiicturing pn utility common equity were 16.1 Soare believed to have influenced the in.

cicased usage. and in distribution of air conditioning *IN ' in 1987, and 17.6% m
198R he decim.es m 1987 and 1988 -While weather conditions have pnulucts.The lower earnings also

generally boosted sales for .9 .hw reHected no major real estate sales dur- "* P.rimarily attributable to the rate
utility industry in 1989 Wi. a ., u a ing the year. Strong perfor mance in reducuons given to retad customers

undo mimtenu nt agtmnents forfisctor Ihr Flor'ida Power Nong citrus operations, distribution of alu-
' C"'DC"'degree days provide a good intuu on minum products and plumbing sup-

of the weather variations Imm > car to plies along with a gain on the sale of
,

| year. In 1984 the billing degree days the door manufacturing business off-
were about 64 below Florida Power's set the losses in the other Development f,T,"","f""'"M""*l"D
lhe year average and 1.6% below the businesses. ,,

| prior > car. A loss resene in kweraged leasing '

'* - ~

Utility earnings benefited by S.15 and reduced leveraged leasing activity
per share in 1988 f rom the one-time due to tax law changes caused Finan- , __ _

recognition of income associated with cial Services Groujis carnings per
(lw all%am e M fmnb fo6 ierinin . sit.uc to lie hmen ihan 1987. In Sepiem- w

generating units in extended cold shut. ber 198& the Company established a
'"down. Itue actions allowed these units reserve that reduced ea'rnings fbr the

to be included in the rate base and the default of an offshore drilling rig lease, ,

units are scheduled to be returned to which is the only oil industry invest- em em vm em em

sen ice by 1992. ment within the lease portfblin g g,
Non utility earnings per share were The dedine in earnings from the

$.21, compared to S.41 in 1987 and thisiness Services Group was primarily
S.34 in 198R During 1984 the Com- due to the poor operating resuhs of The percentage of equity investment
pany focused on the n structuring of the packaging and furniture busi- in the non utility operations has grown
the non utility businesses tha. were not nesses combined with a loss from the relatively slowly from 1984 to 1984
meeting profit objecti es. As a result, sale of these operations.'lb reduce reflecting our consecutive approach

. the Company sold it3 door manufisc- overhead and consolidate opem- to diversification.

- - - - - - - - - - - - - - - - - -- - - - - - - - - - - - _ - - - - - - _
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' LIQUIDITY AND CAPITAL . The Company also raiwd rquity capi-<

RESOURCES
.

tal through the Dividend Reinvestment capital struriure
Financing (br the utility and non. Plan fnnn 1984 through 1987.Other """"""""

utility' groups is coordinated and sources ofcapital have included gpigg
"*

managed at the holding company level Inceds from the sale of property
A cash management program at the and businesses 75

holding company ef0ciently utilizes
cash balances of the non utility _The Company's capital require- no

,,
subsidiaries. ments primarily consist of utility

, '.' g^ g
construction and property additions, h. *' ^

23

dividend payments to cominon share- N' ?E MD' '

gnkh d cow of capital-consolidated holders, investments in financial in-
,

Eldd b,$a d.idM$
struments, redemptions and non utility i9u iws nu i9x7 nu,

propeny additions. Other capital re- f

M quirements consist primarily of busi. O c nan,n so * E rn+-n<uam k
"

ness acquisitions andjoint ventures. O n>ng*nn sua

w.

capital Requirements
on u,m. n. ..oi..n.,,u Utility'

. _
**

Florida Power's construction expen.
y,o . . k ditures ihr 1988 were $197 million,

M ._ _ _ consisting primarily of transmission
* '
n,o em nm emy i!iu ,_ _m
3 n on*nn na,i E enann.a so-k ,,,o M _. L spond to customer growth. Actual con-

no . _I _h. million, due to governmental delap in ~

j struction expenditures were lower
2* ~

than the budgeted amount of $236.5
Redemptions of high cost debt and

preferted stock and fiworable market starting construction of helper cooling
conditions have allowed the Company towers at the Crystal River Energy

"
ny 33 no pm, no

to lower the embedded cost of capital. Complex and a transmission line con-
Florida Power's embedded cost of debt E U'di'y Pn'im"> 0 Divid"*" necting the Lake'Iarpon and Kathleen
and preferred stock have been reduced g no,,mno, mom.,,, O weny' dana substations.The construction program
to 8% and 7.2%, respecti ely, from includes planned expenditures of* " ' " ' " " " " ' "

9.2% and 9.3% lbr 1981. U N""M'y Pa' Pent E '" S252.8 million, $310.6 million, and
$277.8 million Ihr 1989,1990 and

sourre* or capital
The Company's financial ratios con. 1991. Future construction expendi-on u,m. n no u."''

"
. tures include $77 million budgeted

debt ratio declined from 53.2% in over the next three years Mr helper
1981 to 40.4% in 1988, ud the com. cooling towers at the Crystal River5*

, , , _ ~ _ q_ . mon equity ratio increased to 50.6% in Energy Complex.

1988 irom 35.9% in 1981.The ability Florida Power has not included any ." - - ~ *

to f und utility construction expengli; . expenditures ihr acid rain legislation '
2. . _. . tures with cash from operating activb in its construction threcast.Since Con-

ties over the past live years hai, gress iiconsidering various bills con-_

contributed to the improved capital taining difh rem pnwisions, the final
structure. In addition, equity funds impact is not known.1-lowever, these

o

ii nss "" "'" "* were received through the issuance of legislative' proposals could ineuase
Hopenom. Giu,nse st.nwp new common stock shares under the' Florida Power's capital requirements

Dividend Reinvestment Plan. Begin~ and operating costs'if enacted into law.E comomns k g oo"
ning in 1988, shares fbr the plan have
been purchased in the open market, jib impmve long term debt financ-

. Over the last 6ve years, cash from and it is the Company's intention to - ing flexibility, Florida Power estab-
operations has been the primary continue to pun base shaies in the fished a $200 million medium term
soun e of capital (br the Company. . open snarket for 1989. note program in 1988. Mediumacrm
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FINANCIAL REVIEW -
MANAGEMENT'S DISCUSSION

.

*

AND A .AIXSIS ,m,ammn

notes totaling $10.5 million wer e is. Non. Utility ' The 1988 retail nae settlement
sued with maturities of 1990 and 1991, Pmgress CapitalIlo! dings,Inc. was reduced utdity revenues by appnnii

.

The weighted average interest rate for formed in 1988 to consolidate the mately $94 million, as compared to
these medium term notes is 8.57c. financial strength of the non utility 1987. Under the retail rate settlement, .

Florida Power also has registered opemtions.This downstream holding Florida Power reduced base rates by

with the Securities and Exchange cmnpany, having the benefit of a sup- approximately $121.5 million, wt ich

Commission $150 million of first mort. pon agreement with the Company, will included about $70 million resuhing .
gage bonds that can be issued at any help Imer the mt of capital to the in. from lower tax rates.The settlement -

time. Florida Power's shon term dividual businessess The new organiza. replaced billing credits, totaling $55.7 -

financing needs are funded primarily tion also will enhance the consolidated . million, that retail customers received

through a $100 million commercial financial planning (br non utility in 1987. Florida Power also agreed to a -

paper progmm. Utility constriction operations. one$rar rate reduction of $18.5 million
I" I988 ""d III'9 *IIII"" I" I989 I"Iexpenditures for 1989 are expected to Initially, Progress Capital lioldings

be funded primarily with internally will finance its operations through a "unpmtected" deferred income taxes.
In W89, Florida Power wdl mcreaseitsgenerated funds and short term debt. $200 million prinue placement

medium term note program and a $75 nues by $10.7 million for deprecianon
Florida Power's only scl eduled

maturity of tiebt for 1989 |s a $150 mil-million commercial paper program, and nuclear decommissiomng ex.

As the financing requirements fbr the penses that were apprmed as part of .i

lion bank loan due hlay 2,1989. When diversification program grow, the com. the settlement. EfTectiveJanuary 1,
this loan q refinanced, the flexibih,ty of. pany will consider public financings. W8% these mnbtned changes w, l m, -d
the fmancmg prognun will alkm us to
take advantage of market condm;ons mSecurities of Progress Capital lloid- crease rates by $17.3 million;

ings are rated A2 by Afoody's Investors Florida Power gave reds tions of& tenmmng whc ther to use first mort-
Service and A by Standard & Poor's. $5.6 million in 1988 and $3.3 milliongage bonds, medium term notes or

bank financing. In 1988, total non utility capital ex. In 1987 to its y holesale rustomen to

penditures were $41.9 million, primar. provide rate treatment comparable to
An improsed capital structure, con. ily due to additions in real estate the retail rate settlements. For 1989,

tinuing financial strength and above. projects. For 1988, investments in Florida Power plans to file an addi.
average customer growth potential financial instruments increased $58.8 tional rate change Ihr wholesale cus.
were the bases for hfoody's investoni million, primarily from the commer, tomers that will be comparable to the
Sen ice upgrading Florida Power's cial asset financing activities of the 1989 retail rate treatment.
debt and preferred stock ratings in Financial Services Group The 1987 decline in utility tornues
August 1988.The first mortgage bond For 1989, non. utility capital expendi. resulted from a reduction of $46.1
rating was raised to Aa3 from Al. tures are anticipated to reach approxe million in recoverable fuel revenues
Stuniard & Poor's continues to rank mately $48 million.The majority of and the billing credits, which were par.

'

Florida Power's senior debt at A + . these ' expenditures are plaimed Ibr ' tially offset by an increase in kilowatt-e

real estate projects within the Develop. hour sales.

nori<ta hmer Conurnuion ment Group These capital expendi-
i.y en<titure* tures and any additional investment in="m "u ,-n." '

asset based loans or operating leases by
""'

the Financial Services Group in 1989 ' naail Kihman liour sates
are to be financed primarily through d"**

w """ conunen ial paper,'nedium term notes *"

m-, em and bank loam obtLined by Progress
> - CapitalIloldings.

:un
The Financial services Group ob.

""' tained $41 million in bank financing .
in 1988 to fund asset based lending nm

.

and a ineraged lease tnmsaction.*
pn., p ,,, e,,,,

R wmoom.n a 3 c.enemnon ru,a OPERATING RESUETS 2"*
nmnm.un,n>

; p. p.,,, p.,,, p,,n

D % uoei @,,ne,a run, Utility e _ un,,,na _.,
Utility rnenues decreased $3.7 mil.

lion in 1988 and $58.3 million in 1987.

- - _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ .
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Retail kilowatt hout; sales increased Even drough the inflation rate has
7.9% iril988 and 61% in 1987.. riora Power ruet Mix mitrrtwio been relatively low in recent years, in-
primarily due to customer growth of flation continues to affett the Com-

" " " " " " " '

: 3.70md 4.4 %, respectively. Florida pany by reducing the purchasing
"

Power's lower electric rates also have . power of the dollar and inaeasing the
helped to raise average customer us- 75 wat ofreplacing assets used in the
age. During 1988, the average residen.. . business. Regulators do not generally
tial nsage increased about 3.5%. .w consider this economic loss when util-
Florida huer has continued to benefit j' . ity rates are set, which has a negative

. from Florida's gmwth, with the cus- 4 effect on the Company However, such,,

L mmer gmwth rate averaging 4.3% ans Mp
.

:
. losses are offset partly by the economic

nually over the last five years, which is M gains that resuk from the repayment of,

appmximately twice the utility indus- long term debt uith inflated dollars,em n. m, em em
~.try average. L-- r im.ied >

'

c Oca Boa Income 'llaxes
E w. O c. The provision forincome taxes

1 decreased in 1987 and 1988 primarily
as a result of the reduction in fedeml

ggAnnual Cunomer Gnm tli Other utility operations and main. income tax mies from 46% in 1986 to
tenance expenses increased in 1988 40% in 1987 and 34 % in 1988. The ef.| 6

'

. and 1987 primarily due to increases in fectiveincome tax rate also was
employee heahh care benefit costs, reduced by 5.6% in 1988 as a resultammann,

"""""*pum""Hetenig; recoverable energy conservation ex. : of the flow through of" unprotected"4

penses and payroll costs. An additional deferred income taxes to Florida
increase in these expenses in 1987 was Power's customers.

2 ign=- - due to production expenses, which The Company expects to adopt
were lowerin 1986 due to a six month Financial AccountingStandard Na 96,
repair outage at the Crptal River ' Accounting for Income'Iaxes'' in"

" Nuc; ear Plant. ,

1990. When adopted, the Company ex-em ms em nm u.

pects to realize a one time cumulativeO n.,na., e..m, 3b" ||||;! Non Utility benefit to income fmm reduction of
'Ibtal non utility revenues increased deferred income taxes due to lower tax

$48.1 million or 9.9% in 1988 and $117 rates. The effect on net income for sub-
million or 31.8% in 1987. While the in- - sequent years is not expected to be
creases in non utility revenues for 1988 material, except for years in which

Florida Power's strategy has been and 1987 were primarily the result of . there is a change in tax rates.
to develo a flexible fuel mix that 8** dun die existing operations,' ap-

.

reduces t e risk to customers of fluc- pmximately $40 million of the 1987 in.

tuations in the supply and price of cmase uas also related to acquisit,ons.i

individual fuels.In 1988, Florida Gross margins on non utility sales
4 Power's fuel mix was 57% coal,20% . haw remained relatively stable at 27%,
'oll,Z"A nuclearand 1% gas. An un. 2fti % and 27.2% for 1988,1987 and
derrecovery of fuel costs in 1987 com. 19f J. respectively. Other non-utility ex-

1 bined with an overiecovery in 1988 penses were higher in 1988 due to es-
; caused an increase in fuel expenses in tablishing a loss reserve on an ofTshom
.1988, I kmever, on an incun ed basis, . drilling rig lease currently in default.'
i fuel expenses decreased in 1988 due to
ideclining coal and oil prices and addi- Interest Expense and
1tional nuclear generation.11ecause : . Other Factom
Florida Power recovers substantially all 1 Inteirst expense and preferred divi-

: ofits fuel costs through a fuel adjust. dend requirements have decreased in
ment clanse and defers over or under; the last tlure >rars due to early .

- trcovery of fnel costs, these changes - redemptions and refinancing at more
. have little impact on net income. favorable rates.
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1IDitIDA PitOGl(IM CultPOllAlION
REPOKrS FROM MANAGEMENT AND INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Management's Report Auditors' Ik|xn t
1b Our Sharriwldm: lb the Sharrlwiders ofHorida Pmgurn Corfwomtion:

Management is res[x>nsible for the integrity and ohjer. We have audited the arrompanying consolidated balance
tivity of the financial and operating infonnation ron. sheets and statements of capitalization of Florida Progress
tained in this armual te[xnt, imluding the consolidated Corporation (a Florida corporation) aint subsidiaries as
fitrmrial statements rmered by the Auditors' Re|mrt, of December 31,1988 and 1987, and the related consoli-
Tht se statements were piepaied in accordance with dated statements of income, cash flows and sharehokler's

generally arrepted arrounting principles and necessarily equity tbr each of the three years ended December 31,
include amounts that are based on judgments and esti- 198R These financial statements are the responsibility of
mates by management. Florida Progress Corporatioris management. Our rerpon-

sibility is to express an opinion on these financial state-
,Ihe Company maintains internal arrounting control syv ments based on our audits.
tems and related pok, ries and pmcedures des,gned toi

provide reasonable assunmre that assett are safeguarded, We conducted our audits in accordance with generally
that transactions are executed as authorized and are arrepted auditing standards. Those standards require that
properly accorded, and that arrounting records may be we plan and perform the audit to obtain reasonable
relied upon ihr the preparation of romolidated financial assurance about whether the financial statements are free
statements and other financial information. The design, of material misstatement. An audit includes examining,
monitoring, and revision of internal arrounting control on a test basis, evidence supporting the amounts and div
systems involve, among other things, management's judg- rksuies in the financial statements..An audit also
ment with respect to the relative cost and expected includen assessing the arrounting principles used and
benefits of spn ific control measmes. The Company also significant estimates made by management, as well as
maintains an iiuctual auditing function which evaluates evaluating the overall financial statement presentation.
and Ibrmally reports on the adequacy and effectiwness of We helieve that our audits provide a reasonable basis
internal arrounting controls, policies and procedures ihr our opinion.
In addition, the Audit Conunittee of the Itoard of Direr. In our opinion, the financial statements referred to above
tors, consisting solely of outside directors, nu ets periodi- piesent fairly, in all material respects, the financial posi-
cally with management, the internal audinus and the tion of Florida Progress Corporation and subsidiaries as
independent < crtified public accountants to review inter. of December 31,1988 and 1987, and the results of their
nal ao ounting < onnols, audit results, financial statements operations and their cash flows fin each of the three years
and financial reporting manco,, and annually recom- in the period ended December 31,1988, in contbrmity
mends to the Itoani of Directois the selection of indepen- with generally arrepted accounting principles,
dent certified public anountants

lin Management,

f

sceu e M )?k b. A& ~ $.

Clarence W. AhKee,Jr. 'liunpa, Florida
hwatice Vict l'unident January 30,1989
and Chh] nnancial Oficer

_
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CONSOLIDATED STATEMENTS OF INCOME

FOR Tile YEARS ENDlW DECEMilER 31,1988,1987 AND 1986 (in mittions, crept per dan amouns,)

!988 1987 1986

REVENUF.S:

Electric utility $1,468.5 $1,472.2 $1,530.5

Non-utility 533.5 485.4 368.4

2,002.0 1,957.6 1,898.9

EXPENSES:

Operations- *

Fuel and purchased power 556.3 526.0 571.1
Cost of non-utility sales 389.7 349.1 268.2
Other 319.1 283.4 252.1

1,265.1 1,158.5 1,091.4

Maintenance 117.8 112.7 108.5
Depreciation 148.9 143.4 137.3
'litxes other than income taxes 104.5 99.4 97.2

1.636.3 1,514.0 1,431.4

INCOMI: FROM OPERAFIONS 365.7 443.6 464.5

INTERESI EXPENSE AND 011IER:
Interest expense 117.3 120.1 122.4
Allowance for funds u. sed during < onsuuction (4.1) (4.3) (5.8)
Picierred dividend requiicinents of Florida Power 16.8 18.1- 23.2
Other expense (incon:e) (7.7) (.3) - (2.6) =

122.3 133.6 137.2_.

INCOME llEFORE INCOME TAXES 243.4 310.0 327.3
Incoine taxes 63.6 122.2 146.1

.-

NI:1 INCOME $ 179,8 $ 187.8 $ 1 g1,2

AVERAGE Sil ARES OF COMMON KlOCK OLTINTANDING 51.1 50.3 48.9

EARNINGS PER AVERAGl; COMMON StIARE $3.52 $3.74 S3.71

'the anompanying swtes are an integralpart of the.sefinancial statemenh.

. _ _ , , _ _ _ . - - . - . . - . . . . . . . . . , , , , . . . . .
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FLDRIIn PROGRISS CORPORA 110N

CONSOLIDATED BALANCE SHEETS

DECDIId.R 31.1988 AND 1987 #m mi#isar)
2ne In7

ASSETS

PROPFRlY, PLA.NT AND EQUIPMFAT:
Elatric utility plant in service and heki for future use $4,013.3 $3,860.9

less-Anumulated depreciation 1,252.4 1,142.1.

2,760.9 2,718.8 '

Construction mark in pnagress
,

.

78.9 8'
J

Nudear fuel. net of amortization of $180.0 in 1988 and $1493 in 1987 90.3 108.0

Net eintric utility plant
.. .

2,930.1 2,906.9 4

Other pngert); net of depreciation of $75.6 in 1988 and $66.8 in 1987 270.0 262.7 -
,

3,200.1 3.169.6

CURRF_NT ASSETS:

Cash and uguiulents 13.1 2.2~
Anumts rneimble, less resene of $4.9 in 1988 and $4.6 in 1987 178.7 176.9
Imenturies, primarily at aserage cost-

Fuel 82.5 76.0
Utility materials and supplies 72.0 623.
Non-utility materials and finished pnnlucts 66.3 '- 79.1

Undennucry of fuel cost 24.5-

Prepapnents 35.1 13.0

447.7 ' 434.0

OlllER ASSE'IS:
Imestments-

Financial instruments 473.2 . 414.4
Joint sentures and partnerships 61.9 27.8

Defened insurance [mlicy acriuisition costs 30.2 ' 24.7 .
Nuclear plant decommissioning fund 28.8 18.4
Other 61.6 43.0'

655.7 5283

$4,303.5 $4,131.9

ne acanjwaying notes are an i> segmljarrt of theseposasadal stasmenn
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(la ari8 ions)

198|f 1987
,

CAPfrAllZATION AND IJABIIITIES -

CAPr!AllZAr!ON:
Common stock equity $1,316.9 $1,2G4.7

- Cumulative preferred stock of Florida Power 233.5 233.5-
l>>ng term debt 1,050.0 1,117.1

,

2,600.4 2,615.3

CURRENT IJAlli!JTIES:
Accounts payable 92.3 104.0
Cus.amers' deposits 57.1 55.8
Defened income taxes - 19.8
Accrued other taxes 9,4 g,7

| Accrued interest 25.5 17.8
Overrecoery of fuel cost 33,3 . _

Odier 47.6 50.7

265.0 257.8
Notes paphie 168.4 143.9
Current portion oflong tenu debt 204.2 13 %

637.6 540.5

1)EFFRRFl) CREDflS AND OffIER IJAlllllTIFS:
Defened income taxes 773.4 697.8
Unamortimd investment tax credits 164.3 171.7
Insurance policy benefit reserves 78.8 72.6
Nuclear refueling outage reserve 11.0 .1
Other 38.0 33.9

1,065.5 976.1

CONIMI FMEN'IS AND CONTINGENCIES (Note 10)

$4,303.5 $4,131.9

- - _ . . . . . . . . .
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110RIDA PROGRiiSS CORPORAllON

CONSOLIDATED STATEMENTS OF CAPITALIZATION
DECVM1\VR 31,1988 AND 1987 tin millions. except shan information)

1988 1987

. COMMON SIDCK EQUITE
Cominon stock without par value, authorized 90,000,000 shares, outstanding

51f)51,200 shares $ 646.6 S 646.6
Retained earnings 670.3 618.1

1,316.9 1,264.7
,

|
CUMUI A11VE PREFERRED SIOCK OF FI,ORIDA POWER:

$100 par value, authorim! 4,000,000 shares-
Without sinking funds . 7.02% (a) 133.5 133.5... . . . . . . . .

With sinking funds . 7A6% (a) 100.0 100.0-...... . . . ., , .

' 233.5 233.5
-

LONGilT.RM DEBI!
Florida Power Corporation-

Fin,t tnortgage bonds-
Maturing through 1993-

July 1,1988 .4%% - 12.2. .

October 1,1990. . .4%% 13.6 13.6.. .

May 1.1992 . .4%% 14.4 14A. . .

Maturing 199I through 2003 . 7A7% (a) - 426.6 426.6.. . .

Maturing October 1,2006 .8X% 80.0 80.0. .

Premium, being amortized over term of bonds 3.2 3.5

537.8 550.3

Guarantee of pollution control revenue bonds-
Maturing 2000 through 2012 . . 9.34 % (a) 132.9 132.9. .

Annual tender bonds maturing in 2012 and 2013 . .6.38% (a) 108.6 108.6.

a >tes due-
May 21,1988 .10.64 % - 75.0. .

May 2,1989 .9.01% (a) 150.0 150.0-. . . . .

1990 1991 .. . 8.53% (a) 40.5~. . . . -

P ugress leasing Corporation (All due within 5 years) .8A2% (a) 99.9 101.1.

Other subsidiaries, debt inaturing through 2007 . .10.32% (a) 184.5 135.0. .

1,254.2 1,255.9

less-Cunent portion of long term debt 204.2 138.8

1,050.0 1,117.1

$2,600.4 $2,615.3

(a) Weighted average dividend or interest rate at December 31,198R

The tuwm/mnying note.s me an intepal fuert if thesefinancial statements
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CONSOLIDATED STNTEMFNTS OF CASH FLOWS
IUR TlIE YlMRS ENDED DECEMHER 31,1988,1987 AND 1986 (in million.9

OPERAFING ACINITIES: '

Net income $179.8 $187.8 $181.2
Adjustments ihr non cash items:

Depreciation and amortization 190.4 170.9 158.9
Deferred income iaxes and itnestment tax credits, net 36.4 8 l.9 79.8
Allowance ihr equity funds used during construction (.8) (2.1) (2.9) .
Changes in working capital, net of ellects fnnn

acquisition or sale of businesses:
.

Accounts receivable (9.5) /12.2) .I
inventories (15.5) J0.0) i 1.1
Overrecovery (underrecovery) of fuel cost 57.8 (36.0) 48.6
Accounts payable (8.6) 20.3 .8
locome taxes payable (2.2) (17.9) 20.5
Other 2.7 6.7 23.1-

Other operating activities 23.3 (22.7) (1.1 )

453.8 349.7 520.1

INVESIING ACIIVITIES:
Property additions (less allowance Ihr equity funds used

during construction) (247.9) (240.5) (230.6)
Purchase of financial instruments (98.8) (91 8) (133.1)
Pioceeds from sale or collection of financial instruments 31.5 22.2 14.9 '
Proceeds from sale of properties 13.6 9.9 19.1
Acquisition of businesses (Note 2) - - (15.5)
Proceeds from sale of businesses 15.6 - -

Investments injoint ventures and partnerships (38.3) (4.9) (6.3)
Other im esting activities (11.2) (3.0) .8

(335.5) (308.1) (350.7)
FINANCING ACTIVITIES:

Issuance oflong tenu debt 167.9 203.5 109.3
Repayment of long term debt (170.0) (267.3) (111.0)
Sale of preferred stock - 49.1 50.0
Redemption of prefened stock - -(53.0) (89.4)Sale <,. conanon stoc k - 46.0 44.1
Dhidends paid on common stock (127.6) (121.6) (111.2)
Increase (decrease) in short term debt 24.5 86.7 (62.8)
Other financing activities (2.2) f.7 3.5

(107.4) (53.9) (167.5)

NET INCREASE (DECREASE)IN CASli AND EQUIVALENTS 10.9 (12.3) 1.9
lleginning cash and equivalents 2.2 14.5 12.6

ENDING CASil AND EQUIVALENTS $ 13.1 $ 2.2 $ 14.5

SUPPLEMENTAL DUsCLOSURE OF CASil F1.OW INFORMATION:
Cash paid during the year for-

Interest (net of amount capitalized) $109.8 $128.4 $120.5
locome taxes (net of refunds) $ 30.7 $ 51.7 $ 45.2

The accomjxinying twies are an intigml jmrt of thesefinancial staternents.

_ _ _ . . . . .
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FLORIDA PROGRESS CORPORATION

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
FORllIE YEARS ENDED DECEh!BEP 31,1988,1987 AND 1986 (In millions, except share amounts)

Cumudative

Preferred Stock of
florida ibwer

Without ' With
Common Retained Sinking Sinking
Equity Earnings Funds Funds

llalance December 31,1985 $554.8 $459A. $133.5 $131.6 ~

Net income 181.2

1.213,550 common shares issued 44.1

500,000 preferred shares issued - 7.08% series 50.0

815,307 preferred shares redeemed (.7) (4.1) '(81.6)

1,615,437 common shares issued in pooling of interests transactions 2A 30.5

Cash dividends on common stock ($2.31 per share) (111.2)

llalance, December 31,1986 600.6 555.8 133.5 100.0

Net income 187.8-
1,339,231 common shares issued 46.0

500,000 preferred shares issued - 7.819c' series 50.0

500,000 preferred shares redeemed (3.9) (50.0)

Cash dividends on common stock ($2.42 per share) (121.6)

lialan;e, December 31,1987 646.6 618.1 133.5 100.0

Net income 179.8

Cash dividends on common stock ($2.50 per share) (127.6)

llalance, December 31,1988 $646.6 $670.3 $133.5 - $100.0

The accompanying notes are an integral part of thesefinancial statements.

NOTES 'ID CONSOLIDATED FINANCIAL STATEMENTS

(1) SUMMARY OF SIGNIFICANT The consolidated financial statements highly liquid debt instruments purchased
ACCOUNTING POLICIES combine the financial results of the with a maturity of three months or less to
General-Florida Progress Corporation Company and all majority. owned be cash equivalents.

(the Company) is exempt from regulation subsidiaries. All significant inter <ompany Utility Plant-Utility plant is titated at the
as a registered holding company under balances and intercompany transaction $ original cost of construction, which
the Public Utility llolding Company Act have been ehmmated. includes payroll and related costs such as
of 19n its largc ( subsidiary, The Company adopted Financial taxes, pensions and other fringe benefits,
representing h3% of total assets. is Accounting Standard (FAS) No. 95, general and administrative costs and an
Flotida Power Corporation (Florida " Statement of Cash Flows" in 1988 and allowance for funds used during
Power), a public utility engaged in the accordingly has restated prior year construction. Substantially all of the
generation, transmission, distribution amounts presented for comparative utility plant is pledged as collateral for
and sale of elecuic energy within Florida. purposes. The Company considen all Florida Power's First Mortgage Bonds.

~

-- _ __ _ ___
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Utility Revenues, Fuel and Purchased provided are being collected in customers' actual cost of construction and, under es-
Power Expenses-Florida Power accrues rates as such taxes become payabic. tablished regulatory rate practices, Fhirida
the non f uel portion of base revenues for Power is permitted to earn a return on
sen ices rendered but unbilled. I"*C''!nent tax credits used to reduce diese costs and to recover them in the rates

current federal income taxes and subject charged for utility services while the plantRornues n, alude amounts a.suln,ng p, regulatory accounting practices are de. .. , "f rom fuel and conservation adjustment ferred and amortized to income over the
" * * *

clauso, which are designed to permit intl lives of the related properties. Addition. Similar treatment has been authorizedrenweiy of these costs. The adjustment ally,imestmer .ax credits asu>ciated with by the Florida Public Service Conunission
i, actors are based on projected costs for a finance lease transactions are deferred (l>PSC) for the cost of funds applicable to -six-month period. Revenues and expenses and amortited to re enues as described . certain existing generating units held forare adjusted Ibr dillerences between above.

. recmcrable fuel, purchased power and future use. However,in compliance with

umsenution costs and amouiyts mcluded The Company plans to adopt the provi. the Federal Energy Regulatory Commis-
, sioMFERQ regimnema, dw return ac.m cun ent rates. The cumulatwe fuel cost

- .-

dif ference is shown m the balance sheet as c 'laxes"in 199R The new standard cmed on these units of $9.7 million

mrrrenwery or underrecovery of fuel cost. requireuhe use of the liability method un. through December 31,1987, was deferred.
I w The FPSC and FERC allowed FloridaAny overrecovery or underrenwery of

. . ,

da ' Power m n cmd $R8 million in other in-
f 1 ( r bill 1 t ct t ni it ring t e as a annponent of tax expense in the come in 1988 for the deferred amounts as.h

subsequent six month period. period of(hange The Company expects to sociated wnh the units that are to be
realize. in the year of adoption, a one. time returned to senice and which are now , -m

The cost of hasil fuel for electric genera- cumulative benefit to income from reduc. cluded in the rate base,
tion is charged to expense as burned.The tion of deferred income taxes resulting from The average rate used in computing thecost of nuclear fuel is amortiecd to fuel ex lower income tax rates. The effect on net allowante for runds was M% for 1988 andpense based on the quantity of heat

. ncome for subsequent years is not ex- 9.7% ihr 1987 and 198&produced for the generation of electnc
pected to he material, except Ihr years in

| energy in relanon to the quantity of heat which there is a change in tax nues. Insurance Policy Acquisition Costs and
i expet ted to be produced m er the life of

Benefit Reserves fhe Company defersi

|
the nuclear fuel cmc. Depreciation and Maintenance-

recoverable costs in its insurance opera-
The Company provides for depreciation tions that directly relate to the production

,

| Earned Income on Finance Leases- of the original cost of properties oser their
of new business. These costs are amortized

| The Company uses the finance method estimated usef:d hves 17runarily on a over the expected premium paying penod.
'

inr recognizirig carned income from fi. straight line basis. Florula Power's annual
Reserves are estR Md out ofeach prem.

nam e leases. Accordingly, carned income, I"'""5 ion for deprecianon, m(luding a, lum paymem o = le Gir the present,

imluding any residual ndues to be recog- Inumon f . nuclear plant decommisuon' value of future %m.mte policy benefits
nized, and the related deterred invesunent nig costs, exprnsed as a percentage of the using reasonele assumptions ihr future
tax nedits are amonized rnenues over average balances of depreciable utility investment yield, mortalitt morbiditv.
the term of the hansactit n to provide an plant was M for W88 and 1987, and

withdrawals and the risk o'f adverse '3M f*' 19%| approximate level return on the posithe deviation.
j net imestment, Florida Power charges maintenance ex-
I

pense with the cost of repairs and minor

Income 'laxen-D<,ferred income taxes renewah of property.The plant accounts (2)HUSINES$ ACQUISITIONS
are charged with the cost of renewals and The acquisitions of Mid Continent I.ifein.

| have been piovided on all ugmh, cant
wpixements of property units. Accumu. surance Company and Gorman Co.,lnc. inbook tax i, mng diffewnces, except during 1med depwrision inhaged with the cost, 1986 were accoumed for on a pooling of

n

periods when applicable regulatory h see nd %, of pmperty units interests basis without retroactively restat.authorines did not permit the reonrry of wtired.
such taxes thtough rates c harged to cus- ing prn iously issued financial statements.

_ Se end businesses were acquired in 1986 'tomen by Florida Power. Allowance for Funds :The allowance fbr for cash and notes and have been ac-
The cumulathr net amount of income funds used during construction represents counted ihr as purchases. In conjunction

| tax timing differences for which delened the estimated cost of capital funds (equity with these acquisitions, the Company
taxes have not been provided was apprnxi. and debo applicable to utility plant imder received $1356 million in assets, paid

i

I mately $115 million ut December 31,198R comtruction. Recognition of this item as a $15.5 million in cash, issued $32.9 million
| As allowed under current regulatory prac- o>st of utility plant under construction is in common stock and assumed liabilities

th n.defen ed taxes not pteriously appmpriate because it constitutes an of $67.2 million.

.
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Fl.ORIDA PROGRESS CORPORATION.

NOTES 'ID CONSOLIDATED FINANCIAL STATEMENTS

(3)INCOMETAXES (In minimu)

1988 1987 1986

Payable currently -
Federal $20.3 $ 29.9 $ 52.6
State 6.9 7.4 13.5

27.2 37.3 66.1

Deferred, net (see below)-
Fei ral 32.8 80.9 52.8

State 8.2 9.7 7.1

41.0 90.6 59.9

Imestment tax credits, net of anwrtization (4f' (5.7) 20.1

income taxes ' $63.6 $122.2 $146.1

Components of deferred income tax -
Dif ference between financial and tax accounting for leases $46.1 - S 57.6 $ 40.0
Excess of accelerated user straight line tax depreciation 29.9 36.7 52.7

Alternathe minimum tax carr> forward 9.7 (16.0) -

Underveros ery (oven ecoscry) of fuel cost (22.8) 10.7 (23.4)
Flow through of" unprotected" deferred income taxes (14.7) - -

Other (7.2) 1,6 (9.4)

$41.0 $ 90.6 $ 59.9

The provision for income taxes as a percent of income befbre taxes and preferred dividend requirements was less than the statutory federal
income tax rate for each of the above years. The primary differences between the statutory rate.s and the effective income tax rates are
detailed below.

1988 1987 1986

Federal statutory income tax rates 34.0 % 40.0 % 46.0%
Amortization ofinvestment tax credits (4.0) (4.2) (2.9)
State income tax, net of federal income tax 3.8 3.1 3.2

Flow through of " unprotected" deferred income taxes -(5.6) - -

Elfcct of 1986 tax rate changes on leveraged leases - - (3.1)
Other (3.8) (1.7) (1.5)

Ef fective income tax rates 24.4 % 37.2 % 41,7 %

(4) PENSION COSTS ment and social security benefits. The com- " Employers' Accounting for Pensions!'In
The Company nnd cet tain ofits subsidiaries panies make annual contributions to the preparing for the change, the Company
base a nonrantributory defined benefit plan based on an actuarial determination adopted the actuarial cost method required
pemion plan covering substantially all of and in consideration of tax regulations and by FAS No. 87 and revised most of the actu.
their employees. The benefits are based on funding requirements under federal law, arial a<sumptions for the 1986 plan s atua-
length of senice. compensation during the Ef fecth e January 1,1987, the Company tion. These changes t edt.ted pension costs
highest the of the last ten years of employ- adopted the proviEions of FAS No. 87, for 1986 by approximately $10.7 million.

- _ - _ _ _ _ - _ _ _ _ _ _ _ _ _ _ _ _ _
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Net pension (osts included the The following actuarial assumptions were balances. At December 31,1988, the mar.
following com;mnents: used in calculating the plan's > car.cnd ket value of marketable securities ex-
(In millions) 1988 1987 funded status: creded cost by $G.4 million.-

Servicc a>st $ 10.2 $ 10fi (In percent) 1988 1987Interest rost 16.5 15.3
A(tual return on plan DI5"'unt rate 8.25 % H.5 % (6) NUCLEAR OPERATIONS

assets (44,7) (20.0) Rate of compensation Jointly Owned Plant-Florida Power's
Net amortization end increase 6.75 % 7.0% 90% ownership share in the Crystal River

deferral 16.1 (6.2) nu.har unit, as of December 31,1988,

Net pension cost In accordwe with the prmisions of announted to $516.0 rnillion of utility plant
(benefit) (1.9) (.3) FAS No. 8", pension cost has not been in service, $24.3 imllion of construction

,

s estated for prior years. Pension cost for work m progress.590.3 million of unamor.Regulatory adjustment 1.7 -

Net pension aist 1986 was rero. ured nudeaduel,anq 23 mgon M
(henefit) recognized $ (.2) $ - (.3) """*"I d'. cJum non,w mcludes

,

$42.9 inilhon of accumulated provisions
in addition to providing pension for decolmnissioning costs. Each par-The following assumptions were used in benefits, the C(unpany and certain of its ticipant imwides for its own financing.the calculation of pension costs: subsidiaries provide certain heahh care Florida Pown's share of the operating

and life insurance benefits for retis ed em. costs is included in the appropriate ex.(In penent) 1988 1987 ploy ces. Em ployees become eligible for pense captions in the consolidated state-Diuount rate 8.5% 8.0% these benefits if they reach normal retire * ments of income.13pected long-term inent age while working for the Company,
rate of return 9.0 % 8.5% The present value of retirce heahh care

Rate of compensation and life insurance benefits for current Plant Decommissioning Costs brida
increase 7.0% 7.0% ictirees is estimated at $31 million of Power's nuclear plant depreciation rates

which 39.9 million has been accrued at include a provision for future decoinmis-
The fbliowing nunnnaria the f unded December Sl,1988. The Compan>4 policy sioning costs that are recmcrable through

statm of the pension plan at December 31, sincejanuary 1,1985 has been to accrue ' rates charged to customers. Florida Power
1988 and 1987: for these aists at retirement along with is placing its collections in a funded re.

amortization of past senice costs.- serve. The recovery fnnn customers plus
(In millions) 1988 1987 interest earned on the funded amounts
Accumulated benefit obligation: provide ancrage toward Florida Power's

Vested $122.3 $ 114.3 (5) FINANCIALINSTRUMENTS share of the future dismantling, remond
Non+csted 24.3 21.3 At December 31,1988 and 1987,imest. and land restoration costs. Florida Power

146.6 135.6 ments in financial instruments were as has a license to operate the nuclear unit
Effect ofpmjected I"II""3: through December 3. 2016, and contem.

compemation plates dennnnununung beginning at that
increases 73.1 65.9 (In millions) 1988 1987 time.The FPSC and the FERC hase ap

pnwed an mercase in annual deconmus-
.

pn>jected benefit Finance leases $301.4 $285.4 sioning expense from $5A million to 59.9obligation 219.7 201.5 Maiketable securities 96.4 95.3 inillion beginning in 1989.Plan aweis at market First mortgage loam on
value 323.0 286.3 real estate 20.1 23.1

Plan assets in en ess of Conunercialloans 45.2 - Fuel Disposal Costs-Ilorida Power has
pt ojected benefit Insurance policy loans 10.1 10.6 entered into a contract with the Depart-
obligation $ 103.3 $ 81.8 $473.2 $414.4 ment of Ener@M) for the transporta-

Comisting of the following romponents: tum and disposal of spent nuclear fuel.

Unrecogm,ied Disposal costs for nuclear fuel consumed
,

u&i e Mo mine mtransition a.. set $ 70.1 $ 75.1
Effect of ( hanges in The finan(e leases are primarily lever, rate of $.001 per net kilowatt-hour through

aged leases having terms of three to 25 the fuel adjustment clause and are paid toassumptions and mF d inanne writies are cariicd the DOE quarterly. Florida Power is cur.diilet ence between
at amortized cost and other mar ketable rently storing spent nuclear f uel on siteactual and estunated mm itime curie ddm r 4 - ad bef6cient stomge capacit) in placeexperiem e 33.2 9.,'
gregate cost or market value. Imam are ear, on under construction for f uel burned

$ 103.3 $ 84.8 vied at the aggregate of the unpaid through the year 290R
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F1,ORIDA PitOGRESS ColtPORAMON

NOTES 'IO CONSOLIDATED FINANCIAL STATEMENTS

Plant Refueling Outagen-Florida Power Minimum prefen ed stock redemption in connecdion with Florida Power's con.
accrues a resene fi>r maintenance and requiremerus during the i ext five years struction program, which are presently es.
refueling expenses anticipated to be in. are $2.5 million in 1992 and $12.5 miUion . timated to result in construction
curred during scheduled nuclear plant in 1993c expenditures in 1989 of $252.8 million for
refuehng outages.The next outage is electric plant and nuclear fuel.

i

I scheduled fi>r ten weeks beginning in (8) LONG-TERM DEBT
Alarch 1990 and is presemly estimated to The interest rate on the AnnualTender Fuel and Purchased Power

| cost $22 million. Pollution Control Revenue Bonds will be Ommitments-% supply a portion of the
adjusted March 1 of each year and the fuel requirements ofits generating plants,

Insurance ;lhePn.ce Anderson Act cm. bdndN>lders may elect to tender their Florida Power has entered into various
rentlylimits the liability of an owner of a bonds at that time. The bonds outstanding long-term commitments for the procure.
nuclear pmver plant for a smgle nuclear at any point in time are supported by a ment of fi>ssil and nuclear fuels. In most
mcident to $7.2 billion. Florida Power ha^ dirce9 ear line of credit arrangement with cases, such contracts contain pmvis. ions
purchased the maximum available com- money market based interest rate options, fi>r price escalation, minimum purchase
men ial insuratu e of
balance pmvided by m,$160 milhon with then the amount of $100 million. levels and other financial commitments.

demmty agree- Additional commitments will be required.I.he conib.med aggregate maturities of,ments with the Nuclear Regulatory Com.
minion.In the event of a nuclearincident long4enn debt for 1989,1990,1991,199. Md e m q @FhiaPm'M

and 1993 are $204.2 million, $165.9 mil '

at any U.S. nuclear power plant, Florida
lion, $52.7 miHion, $39.4 million and $7,7 Flon,da Power also has entered into a

Power could be assessed up to $63 million
per incident, with a maximum assessment illion, respectively. In addition, aH of long term purchased power contract for

of $10 million per year. In addition to this Florida Power's First hfortgage Bond issues 400,000 kilowatts of power with The South-

liability insurance, Florida Power carries have an annual 1% sinking Iund require. ern Company that is scheduled to begin as

extra expense insurance with Nuclear inent. These requirements, which total early as 1993 and tee minate in 2010.

Electric Insurance, Ltd. (NEIL) to cover the $&O million fi>r 1989 and 1990, $5.7 mil-
lion fi>r 1991 and 1992 and $5.5 million Debt Supeort Agreements-The Com.

,

cost of replacement power durin[,.prolongedoutagesof the nuclea unit.Un. for 1993, are expected to be satisfied with pany has agreed to support certain loan

der this policy, Florida Power is subject to a pmperty additions. agreements of partnenhips and jomt ven-

'"'"I"" " ""'? " " *"PP "''""
retrospective premium assenment of up
to $3.2 million in any year in whic h NEIL (9)SHORT-TERM DEBT apeements is $45.4 milhon of which $14.3

losses exceed its accumulated funds. At December 31,198R the Company and illion are cash deficiency agreements

. its comolidated subsidiaries had lines of and $31.1 mdlion are guarantees.
I. lor.da Power currently carn.es approxi. credit totaling $212 million, of which $150

matel) $1.3 bilhon m property mutrancc miHion was used to support commercial Regulatory liearing-In December 1988,
pnn ided through senral different poh,-
nes One of these pohn,es, whi(h is also

- GMo - de e the FPSC beg;m heatings to consider con-
, ,

tentions of Florida Power's latyest indus-standing at December 31,1988 and 1987,
underwritten by NEIL, provides $825 mil- trial customer and others that certainconsisted of commercial paper of $135.5
lion ol excess coverage. Under this pohcy, iHion ud WhiHim qwid pmcurement and transportation activities
Flon,da Power is subje t to a introspective ed beormwings of $32.9 million'and by Electric Fuels Corporation were impru-
inemium assessment of up to $7.6 nullion

$81,1 miUion, respectively. Iniet est rates dent.The customer alleges that these ac.
in any policv year in which los',es exceed

under line of credit mungemems vm y livities resulted in higher fuel costs
f unds available m NEIL,

hom dprime or money mdet mes m totaling $129 million, including interest

the prime rate. lianks prmiding lines of smceJanuary 1,1984. Alanagement dis-
(7) PREFERRED AND credit are compensated through balances apees with this claim and beliews that the
PREFERENCE S'IDCK

, or feedd.mce requirements are based on tesunmny presented by Florida Power sup.
The Company has ten indlion shares of terms acceptable to the banks, and where pons die prudence of the activities and

the reasonaWnen of the coal and trans-authorized but unissued Preferred Stock specified, are based on 10% of the line or
without par udue. Florida Power has four 15% of the amount borrowed, whichever P""". tion nists A decision by the FPSC is

s greater. Commitment fees on lines of anuap ted in nud 1989.inillion shaies of authorved Cumulatne
h eferred Stock, $100 par value, of which

m dit var) between 1/8 and 1/4 of I W .2.3 million shares are outstanding. In addi. (11) BUSINESS SEGMENTS
tion, Florida Powei has one million shares

(10) COMMITMENTS AND The Cmnpany defines its principal busi.
of authorved but uniwurd Preference CONTINGENCIES nen wg ents as utility and non utility
Sto( L, $100 par value, and hve mdlion The utility is engaged in the generation,
shares of authorized but uniuned Cumu. Utility Construction Program- transminion distribution and sale of elec.
lative Piefen ed Stot k, without par value. Substantial conunitments have been made tric energy. The non utility segment

_ _ _ _ _ _ _
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intludes the energy group's coal mining, bution, real estate. technology development counted for more than 10% of unrelated
procurement and transportation opera. and financial services. revenues. Intra segment sales have been
tions which have significant sales to the The Company's business segment climinated and the Company's equity in
utility. Other non-utility operations in. information for 1988.1987 and 1986 is the earnings of partnerships andjoint
clude activities in building products distri- summarized below. No single customer ac- ventures has been included in revenues.

(In miku)
!988 1987 I986

Revenues

Utility $1,468.5 $1,472.2 $1.530.5
Non-utility-

Energy group-
Coal sales to electric utility 308.1 308.8 301.8
External customers 106.4 92.1 73.6

Other non utility 427.1 393.3 291.8

2,310.1 2.266.4 2,200.7
| Eliminations ' (308.1) (308.8) (301.8)
|
| Revenues from external customers $2,002.0 $1,957.6 $1.898.9|

| Inwme from operations
Utility $ 334.2 $ 397.4 $ 438.5
Non utility-

Energy group 16.0 14.9 13.8
Other non utility 15.5 31.3 12.2

365.7 4 13.6 464.5
Interest and other expense 122.3 133.6 137.2 -

Income beloie income taxes $ 243.4 $ 310.0 $ 327.3
Identifiable assets

Utility $3,285.3 $3.219.6 $3.130.9
Non utility-

Eneigy gioup 187.7 !86.3 174.3
Other non utilit) 830.5 726.0 610.0

$4,303.5 $1,131.9 $3.915.7

1) depreciation

Utility $ 136.8 $ 133.5 $ 129.6
Non utility-

Energy group 3.4 2.9 1.4
Other non utility 8.7 7.0 6.3

$ 148.9 $ 143.4 $ 137.3
Capital additions

Utility $ 206.8 $ 198.6 $ 200.2
Non utility-

Energy group 8.7 19.3 11.6
Other non utility 33.2 24.7 28.6

$ 248.7 $ 242.6 $ 240.4

__ _
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11.ORIDA PROGRESS CORPORADON

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -

(12)RATI3 AND REGULATION deferred income taxes.The settlement $11.9 million additional refund in 1989
reduced utility revenues for 1988 by ap- for the $18.5 million refund made in 1984

Retail Rates-Ef fectivejanuary 1,1984 proximately $94 million as compared
the FPSC approved a settlement with to 1987.
Florida Power to reduce base rates by ap- In December 1984 the FPSC approsed a Wholesale Rates - Florida Power gave

| proximately $ 121.5 million. The reduction $17.3 million inc rease in base rates effec- reductions of $5.6 million in 1988 and
'

included approximately $70.0 million tivejanuary 1,1989. This increase in base $3,3 million in 1987 to its wholesale
resulting irom lower income tax rates.The rates includes an additional $10.7 million - customers to provide rate treatment ce n-
settlement replaced billing credits totaling to cover increases in depreciation and nu- parable to the retail rate ntlements.For

clear decommissioning expenses and $6.6 1989, Florida Power plans to file an addi-$55.7 million that retail customers .
. million related to" unprotected" deferred tional rate change for wholesale customersreceived in 1987. In addition. Florida .

Power agreed to a one-time refund of ' income taxes. The adjustment for deferred that will be comparable to the 1989 retail
$18.5 million in 1988 for " unprotected" income taxes results from substhuring an rate treatment.| ~

|
|

QUARTERLY FINANCIAL DATA (Unandited)
(in mimons. except per share amounts)

Three ?.k.:!; D.d.d

March 31 June 30 September 30 December 31

1988

Resenues $489.7 $479.3 $560.2 ' $472.8
income from operations $93.9 $89.5 $117.7 $64.6
Net income $43.9 $41.6 $60.0 $34.3
Earnings per aserage connnon share $.86 $.81 $1.18 $.67

1987

Resenues $437.1 $476.1 $563.6 ' $480.8
',xome froin operations - $100.2 ' $109.4 $156.1 $77.9
Met income $41.2 $44.9 $72.2 $29.5
Earnings per average common share $.83 $.90 $1A3 $.58

The bminess of the Company's largest subsidiary. Florida Power, is seasonal in nature and it is management's opinion that
comparisons of earnings for the quarters do not gise a true indication of overall trends and changes in the Company's operations.

_
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SELECTED CONSOLIDATED DATA 19841988

IDollars in millions, except per share amounts)

1988 1987 1986 1985 1984

Summary of Operations
Revenuen $2,002.0 $1,957.6 $1,898.9 ~ $1,663.9 $1,400.1

Income from operations $365.7 $443.6 $464.5 $457.3 $318.1
Net inwme $179.8 $187.8 $181.2 $160.9 $115.8
Earnings per average common share $3.52 $3.74 $3,71 $3.53 $2.71
Dividends per conunon share $2.50 $2.42 $2.31 $2.19 $2.07 .

Italam e Sheet Data

lbtal assets $4,303.5 $ 4,131.9 $3.915.7 $3,666.6 - $3,432.8 -

Capitalization:
Long term debt . $1,050.0 $ 1.117.1 $1,266.0 . $1,220.9 ' $ 1,310.7 -

Preferred stock with sinking funds 100.0 100.0. 100.0 - 131.6 134.7

'l.150.0 1,217.1 1,366.0 1,352.5 1,445.4

Preferred stock without sinking funds 133.5 133.5 133.5 133.5 133.5
Common sto(L equity 1,316.9 1,2'i4.7 1,156.1 1,014.2 883.5

'lotal capitalization $2,600.4 $2,615.3 $2.655.9 $2,500.2 S2,462.4

Capitalization Ratios:
1.ong term debt 40.4 % 42.7 % 47.7 % 48.8 % 53.2 %
Preferred stock 9.0 h.9 8.8 10.6 10.9
Common stock equity 50.6- 48.4 43.5 40.6 35.9

Other Year.cnd Data

Number of employees 7,974 8,116 8.030 7,208 5,573
Number of common shareholders 44,929 46,147 46,586 48.052 48,933

COMMON STOCK DATA

Composite Price of Common Stock Dividends Pc'd
Per Share

1988 1987 1988 1987

liigh Law liigh Im ,

First Quarter $37% $32 $43% $37% ' $.62 S.60
Semnd Quarter 35% ' 32 38% 33% .62 .60

Third Quarter 35% 33% 39 34 .62 .60

Fourth Quarter 36% 33% 36% 29% .64 .62

-. - _ _ _ _ _ _ _ _ _ _
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FLORIDA PROGRESS CORPORATION

SELECTED DATA OF FLORIDA POWER CORPORATION 19781988

AnnualGrowth Ratn (In pment)

19811988 1978-1988 1988 1987 1986

Electric Sales (Millions of KWIi):
Residential 6.7 4.9 11,065.6 10.318.8 9.819.2

Commercial 9.5 5.6 6,479.4 6,016.4 5.573.0

Industrial 6.4 2.3 3,680.6 3.319.4 3,122.3

Other 5.1 11.3 1,466.1 1.355.0 1,319.3 -

7.3 4.9 22,691.7 21,039.6 19,833.8

Sales for resale (9.9) '6 3,439.2 3.064.1 3,336.2.

' Intal electric sales 3.7 4.2 26,130.9 24,103.7 23.170.0

Residential Service (Average annual):

KWil sales per customer 2.5 .8 11,754 11,356 11,255

Revenue per customer .8 4.6 $814 $827 $914
Revenue per KWIi (1.7) 3.d 6.93c 7.28C 8.12 c

Capitalization (in millions):
long term debt (7.0) 2.2 $819.8 $929.6 - $1,067.1

Preferied stmL with sinking funds (6.6) 10.0 100.0 100.0 100.0

(7.0) 2.8 919.8 1,029.6 1,167.1

Preferred stock without sinking funds 133.5 133.5 133.5

Common stock equity 6.1 7.5 1,063.2 1,015.7 971.0

'Ibtal capitali/ation (1.2) 4.6 $2,116.5 $2.178.8 $2.271.6

Capitalization Ratios:
long te'rm debt 38.8 % 42.7 % 47.0 %
Preferred stocL 11.0 10.7 10.3

Conunon stm L equity 50.2 46.6 42.7

Operating 1)ata:

Net generating capabilit) (MW) .3 2.1 6,086 5.966 5,961

Net system peak load (MW) 4.7 4.1 6,188 5,196 5,977

150U per KWit of net output (.2) (.5) 9,985 9,954 9,865

Construction additions (in millions) (6.8) 4.9 $201.1 $ 192.8 $195.2
Percentage of construction
expenditures generated internally 100 % 96ci. 100 %

Ratio of carnings to fixed charges 5.2 (1,0) 3.79 4.08 4.29

Fuel < ost per mill;on III U M5) .9 $1.83 $2,09 $2.14
Average number of customers 4.$ 4.3 1,060,971- 1,023,222 980,427

Number of emplowes 2.3 4.0 5,512 5.395 5.323

_ - -- - - - - - - - - - - - - - - - - - - - - ---



Y

;*, v .

e ,

_--

I985 19M i983 1982 1981 1980 1979 I978

' 9,175.0 8,553.6 8,009.5 7,425.0 7,752.3 7,379.8 6,927.3 6,838.9
5,106.6 4,547.7 4,118.6 3,895.2 3,735.2 3,581.1 3,646.3 3,766.2
3,166.0 2,989.0 2,701.0 2,715.5 3,288.3 3,481.0 3,215.9 2,942.1
1,268.4 1,188.8 1,142.9 1,094.9 1,038.5 987.7 734.9 502.4

18,710.0 I7,279.1 15,972.0 1J,130.6 15,814.3 15,429.6 14,524.4 14,049.6
2,556.4 3,317.3 ~,,802.0 4,739.3 4,322.2 3,953.3 3,643.6 ' 3,231,7

21,272.4 20,596.4 21,774.0 19,869.9 20,136.5 19,382.9 18,168.0 17,281.3

10,940 10,638 10,388 9,964 10,758 10,643 10,496 10,895

$883 $818 $783 $720 $763 $591 $540 $521-
8.07( 7.69* 7.54( 7.23t 7.09( 5.56( 5.15< 4.78*

$1,067.4 $ 1,196.5 $1,180.2 $1,184.5 $1,024.7 . $ 912.9 $ 682.6 $ 658.7
131.6 134.7 140.8 142.3 94.0 85.5 87.1 38.7

1,199.0 1,331.2 1,321.0 1,326.8 1,118.7 998.4 769.7 697.4
133.5 133.5 133.5 133.5 133.5 133.5 133.5 133.5
899.3 816.9 789.5 705.2 681.2 590.6 538.2 515.2

$2,231.8 $2,281.6 $2,244.0 $2,165.5 $1,933.4 $1,722.5 $1,441.4 ' $1,346.1

47.8 % 52.4 % 52.6% 54.7 % 53.0 % 53.0 % 47.4 % 48.9 %
11.9 11.8 12.2 12.7 11.8 12.7 15.3 12.8
40.3 35.8 35.2 32.6 35.2 34.3 37.3 38.3

5,989 5,927 5,993 5,899 5,255 5,117 4,884 - 4,929
5,813 4,858 4,913 5,347 5,088 4,419 4,224 4,135
9,928 10,074 10,082 10,383 10,357 10,443 10,503 10,481

$201.2 $284.5 $285.8 $385.3 $379.8 $316.9 $193.1 $124.2

100 % 99 % 66 % 39 % 45 % 10 % 58 % 100 %
3.81 3.07 2.94 2.42 3.19 2.80 3.35 4.20

$2.63 $2.36 $2.85 $2.78 $3.12 $2.52 $2.01 $1f>8
940,976 900,799 861,548 829,810 802,787 772,265 735,633 699,677

5.215 5,070 4.923 4,829 4.533 4,195 3,891 3,738

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



_ _ - _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

.,,

. 9

FLORIDA PROGRESS CORPORATION

DIREC10RS
. :.g

- - - -

>-.'n', q r
-

,

Dr. Jack IL Critchfield -

m ,

President and
' ~ ' -

| .

I Chief Operating Officer -

,

Andrew II. liines,Jr. g '

-

Chairman of the Board *
. w .

and Chief Executive Officer .

'

Frank M. Ilubbard L,% *

Investor
. . - i

~

Orlando, Florida '
.

-

| Richard C. Johnson
| Partner
| Johnson Simmons Company , ,;

'

Clearwater, Florida g g
P. Scott Linder fChairman of the Board f g
Linder Industrial

. s

Machinery Company -

Lakeland, Florida Florida Progress Executive Officers (1,R), Dr. Jack B. Critchfield, Clarence W. McKee,Jr.,
.

. . .

Clarence W. McKee,Jr. ^"""'"'"**'I'"**"'##^*"''" " * ' * " " *" *

nt i fFi t I( f1 cer EXECUTIVE OFFICERS GROUP VICE PRESIDENTS

CornealIL Myers Andrew II. Ilines,Jr. Joseph E Cronin
Partner Chairman of the Board Development Group -
Peterson, Myer s, Craig, and Chief Executive Officer Allen J. Keesler,Jr.
Crews, Brandon & Mann, P.A. lee H. Scott Utility Group .
1.ake Wales. Florida Vice Chairman of the Board Thomas S. Krzesinski
George Ruppel Dr. Jack IL Critchfield Financial Services Group .
President President and
Modern Thol & Die Chief Operating Officer OTIIER OFFICERS '
Company of Florida
Pinellas Park, Flonda Stanley A. Brandimore Gus A. Stavros

Executive Vice President Senior Vice President
Exe II. Scott and General Counsel Community Relationst

Vice Chairman of the Board!

Clarence W. McKee,Jr. Jerry II. Joyce
, Ro' a t T. Stuart,Jr. Executive Vice President Vice President
} Rancher and Investor and Chief Financial Officer and Treasurer

Dallas, 'Ibxas
Jay G. Loader

Selby W. Sullivan Vice President
Chairman of the Board and Secretary
11ubbard Construction Company
Orlando, Flonda Dan R. Johnson

Controller
Jean Giles Wittner
Picsident
Wittner Securities. Inc.
St. Petersburg, Florida
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INVESIOR INFORMATION common Stock nividends exhibits, and a detailed 'lienYear
Record dates are notinally on or about Statistical Report also are available.

Investor Sen ices the 5th day omarch, June,Septenibn RequestuhoulcRe addmued uy -

All dividend c hecks, shareholder and December. Quarterly dividends Investor Se:Tices at the address shown.

reports, inoxy inaterial and tax Ibrins am cusannar yina d to :each
Auditors

"I'"I'I'" "" "" "# " ""I '" 'are handled from our St. l'etersburg Arthur Andersen & Co.
Genesul Oflice. All correspondence day of hlarch, June, Septernber

, g,W ida
and Dncinhn.concersiing address changes, dividend

^" D'" "###"< hecks and related matters should be Common Stock Listed
directed to: , Clarence W. Mch.ee,Jr. (813) 89+7192.

New York Stock Exchange Executive Vice President
' Morida l'rogtess Cm/mration Pacific Stock Exchange and ChiefFinancial Oflicer

lowestar Services Ticker symbol: FPC
P.O. Box 33(H2 Newspal>er list:ag: FlaPrg E."7 N.Y'# "'

u:e Psmlent and TreasurerSt. Petenburg, Horida 33733-8012
lhne(#13)#9517/0 A""""IN#I*~'#""I"rmIM. Richard R. Champion (813) 8951733

andStatisticalSupplement Director, Investor RelationsInquiries concerning ihe uunst.er of. , A c opy of the Company's 1988 Form
stock certificates should be directed to 10 K, w thout exhibits,will be supplied Corporate Ofices
our New York transfi r agent.

w dmut chame to shareholders 210 First AvenueSouth

Transfer Agent andRegistmr iequesting it. A Florida Pov.er St. Petersburg, Florida 33701

1. lorn. ia Ptogiess Corporation Corporation 1988 Fonn 10 K, without Telephone (813)89-181il

Common Stock

Florida Power Corporation
Preferred Stock i

St<d liansfer Altninhtration
~

Y - _ ' "Alannfar turers llanover lhut Company '

,

P.O. Day 21935, Cinnrh Street Stati<m QNew link, Nnn link 102-19 \-
DividendReinvestment Plan
The Coinpany offers a Dividend #

-

,."
Reinvestment and Stock I'm chase Plan
(Plan) fbr shareholders of reconi. At

-
.

-

. F
the end of 1988, approximately 10% of
the Cotnjuny's cosinnon shareholders

,

participated in the Plan. Under the .

. . ~ , ,
'

I lan, at the Lotupany n option. - '

'

icimested dis idends, optional cash
'

.

paytneh.s atHI polyroll deductions at e -

' I
used to pun hawe shates which ar e

, .

. s

., k ~ 'either newly issued or purchased in - '

the open Inat ket by an independent '

~

'

;
. ,t ,

,
agent, at a nominal coinmission. The -

'

Company pays all of the costs of
adulitusletitig the Plan for shaie.
holdeis. Plan ensolhnents, withdrawals
and other coiresporidence should be -

..

- -

,

-

directed to Investor Settit es at the Morida Progress pmviden a full-senice Investor Trnices Office to respond to shareholder
addtess shown. imjuiries at its General Office in St. Petenburg.

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