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FPL 
GRCUp 

Cautionary Statements and Risk Fanors rhar may AHed Fuiure Results 

In connection with the safe harbor provisions of  the Private Securities Litigation Reform Act of 1995 (Refom Act), FPL Group, lnc. (FPL Group) and 
Flonda Powcr & Tight Company (FPL) are hereby filing cautionary statements identifying important factors that could cause FPL Group's or FPL's actual 
rcsdts  10 differ materially from those prOjCClcd in forward-looking staterncnls (as such tern is defined in thc Reform Act) made by or on behalf of Fk'L 
Group and FPL in this prcscntations, in responsc to questions or othcrwisc. Any statements thal express, or involve discussions as 10 expectations, 
beliefs, plans, objectives, assumptions or future events or performancc (often, bu: not always, through the use of words or phrases such as will likely 
result, arc cxpected to, will continue, is anticipared, believe. could, estimated. may, plan, potential, projection, target. outlook) arc not statemenls of' 
hisiorical lacs  and may be forward-looking. Forward-looking statements involve estimates, assumptions and unccminties. Accordingly, any such 
staiements arc qualified in their cntircty by reference lo, and are accompanied by, thc following important factors (in addition 10 any assumptions and 
other factors referred to specifically in connection with such forward-looking statements) that could cause FPL Group's or FPL's actual results to differ 
materially from those contained in fonvard-lmking slatcmcnts made by or on behalf of FPI. Group and FPL. 

Any I'orward-looking slatemcnt spcaks only as ol' the date on which such statement is made, and FPL Group and FPL undertake no obligation to update 
any forward-looking StatCtTbCnt to reflect events or circumstances after lhc Jatc on which such srattmcnt is made or to dkcl Ihc  occurrrnce of 
unanticipated c-vcnts. NCW factors emerge from lime 10 time and it is not possible for managernen! to prcdict all of such factors, nor can it assess the 
iinpacl of each such factor on the business or the extent to which any factor, or combination of factors, may cause actual results to differ materially from 
those contained in any forward-looking statement. 

Thc following are some important factors that could have a significant impact on FYL Group's and FPL's opctations and financial cults, and could cause 
FPL Group's and FP1,'s actual results or oulcomes IO dilTer matcrially from those discussed an h e  forward-looking statemenis: 

FPL Group wd FPL are subjecl to changes in laws or regulations, including thc Public Utility Rcgulatory Policies Aci of 1978, as ammdcd (PURPA). 
and Lhc Public Utility Holding Company Act of 1935, as amended (Holding Company Act), changing governmental policies and regulatory actions, 
including those of the Federal Energy Regulatory Cwnrnission (FERC), Ihe Florida Puhlic Service Commission (FPSC) and the utility commissions of 
olher siates in which FIX Group opcralions, and the US. Nuclcsr Regularmy Commission (NRC), with respect to, among other things, allowcd mlcs 
of return, industry and rate structure, operation of nuclcar power facilities. operation and construction of plant facilities, operation and construction of 
transmission facilities, acquisition, disposal, dcprccialian and amortization of asset. and facilities, recovery o f  fuel and purchased pvwm costs, 
&commissioning costs, return on common equity and equity ratio limits, and present OT prospective wholesale and retail competition (including but not 
limited IO retail wheeling and transmission costsf, The WSC has the authority to disallow recovery uf costs hat it considers excessive or imprudently 
incurrcd. 
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GRaup 

Cautionary Statements ond Risk Fuctors that may Aged Future Results (cont'd) 

- 'The rcgularory proccss generally restricts FPL's ability to grow earnings and docs not provide any assurance as to achievement of earnings levels. - FPL Group and FPL are subject lo extensive federal, state and local environmental statutes, rules and regulations relating to air quality, water qualily, 
waste manogcmcnt, natural resources and health and safety that could, among other things, restrict or limit the output of c e d n  facilities or Lhc usc of 
ccrtain fuels required for the production of clcctricity and/or increase costs. Tberc are signilkant capital, operating and other costs associated with 
compliance with thesc environmental statutcs, rules and rcgulations, and those costs could be even more significanl in the future. 
- P I ,  Group and FPL operate in a changing market environment influenced by various legislative and regulatory initiatives regarding deregulation, 
regulation or restructuring of the energy mdustry, including deregulation of thc production and salt of clcctricity. FPL Group and i ts subsidiaries will 
need to adapt to thcse changes and m y  face increasing competitive pressure. 
*The operation of powcr gcncntion facilities involves many risks, including stan up risks. breakdown or failurc of eqnipment, transmission lines or 
pipclincs. use of new technology, the depcndcncc on a spccific fuel SOUTCC or lhe impact of unusual or advcrsc weather conditions (including natural 
disasters such as humcines), as well as Lhc risk of perfomancc below cxpccted levels of oulput or efficicncy. This  could result in lost rcvcnlles andlor 
increased cxpcnsc.. . Insurance, wananlics or performance guarantees may not COVM any or all of thc lost TCVCTIUCS or increascd expcnscs, including the 
cost of replaccmcnt power. In additjon to these risks, FPL Group's and FYL's nuclear units facc certain risks that are unique IO lhc nuclear industry 
including the ability to dispose of spcnt nuclear fuel, as well as additional regulatory actions up to and including shutdown of the units stemming from 
public safely concerns, whether at FTT, Group's and FPL's plmIs, or at thc plants o f  other nuclear opcrators. Breakdown OT failure of an FPI. Energy. LLC 
(FPL Energy) operating facility may prevent the facility from performing under applicable power sales agrgccments which, in ccrt?in situations, could 
result in tcnnination of the agreement or incurring a liability for liquidated damayrx. 
*FPL Group's zzd FP1.k &:biliy 10 su~ccssfully and timely cornplctc their power generation facilities currently under construction7 those projects yet to 
begin construction or capital improvements to exisling facilities is contingent upon many variables and subject lo substantial risks. Should any such 
cffons bc unsuccessful, FPL Group and FPL could be subject to additional costs, termination payincnts undcr committed contracts andlor lhc write-off of 
rheir invcstrrimt in the project or hprovtmcnt. 
*FPL Group and FPI. use derivative instruments, such as swaps, options, futures and forwards to manage their commodity and financial market risks, and 
to a lesser extent, cngagc in limited trading aaivities. FPI. Group could rccognizc financial losses as a result of volatility in the market values of lhcse 
contracts, ar i T  a eounlcrparty fails lo perform. In the absence of actively quoted markct prices and pricing infomation from external sources, the 
valuation of these derivative hslrumcnls involves managtmcnt's judgment or use of cstirnatcs. As a result, changes in rhc underlying assumplions or use 
of alternative valuation mcrhods could affect thc value of the reponed fair value of these contriicts. In addition, FPL's USE of such instruments could be 
subjcct to prudcncy challenges by the FPSC and if found irnprudml, cost disallowance. 
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Cautionmy Statements and Risk Factors that may Affed Future Results (cont'd) 

G=l3LJF 

=I%crc are othcr risks associated with FPL Group's non-rate regulated businesses, panicularly FPL Energy. In addition to risks discussed elsewhere, risk 
factors specifically affecting HI. Energy's success in competitive wholesale markets indude the ability to efficiently develop and operate generating 
assets, the successfur and timely complctian of prqiect restructuring activities, the price and supply of fuel, transmission constraints, cornpctiIbn from new 
sourccs of gencntion, cxccss generation capacity and demand for power. Thcrc can bc significant volatility in market prices for fuel and electricity, and 
there are othcr financial, counterparty and market risks that arc bcyond the conlrol oiFPL Energy. FPL Energy's habiliv or failure to cffcctive1y hedge its 
assets or positions against changes in commodity prices. intercst rates, counterparty credit risk or other risk measures could significlnlly impair its future 
financial results. In keeping with industry trends, a portion of FPL Energy's power generation facilities operate wholly or partially without long-tam 
power purchase agrccmcnts. As a result, power from these facilities is sold on the spot market or on a short-term contractual basis. which may dfen thc 
volatiliv of FPL Group's financial rtsulrs. In addition, FPL Energy's business depends upon transmission facilities owned and operated by others; if 
transmission i s  disrupted or capacity is inadequalc or unavailable, FPL Energy's ability to sell and drliva its wholesale power may bc limited. 

FPL Croup is likely io encountcr significant competition for acquisition opportunities that may become available as a result of the consolidation of the 
power industry. In addition, FPL Group may be unable to identify anrmive acquisition opportunities at favorable prices and to successfully and timely 
complete and integrate thcm. 
*FPL Group and FPL rely on access to capital mdtkcls as a significant source of liquidity for capital rcquircrncnts not satisfied by operating ash flows. 
The inability of FPI, Group and FPL to maintain their current credit ntings could afiect thCir ability IO raise capital on favorable tern,  particularly during 
times of uncertainty in the capital markets which, in turn, could impact FPL Group's and FPL's ability to grow their businesses and would likely incrcasc 
intercst costs5. 
-FPL Group's and FPL's results of operations can be affected by changes in the weather. Weathcr conditions directly influence the demand for electricity 
and natural gas and affect rhc price of energy commoditics,, and can affcct the pmduction of electricity at wind and hydrGpowered f i d i h s .  LI addititm, 
severe weather can bc destructive, causing outagcs andlor prop* damage, which could require additional costs to be incurred. 
-FPL Group and FPL arc subject to costs and other cffccis of Icgal and administrative proceedings, scttlcments, investigialions and claims; as well as the 
clTect of new, or changes in, tax rates or policies, rates of inflation, accounting standards. sccuritics laws OT corporate governance requirements. 
FPL Group and FPL arc subject to direct and indirect effects of terrorist threats and activities. Generation and transmission facilities, in general, have 

been identified os potential targcts. 'I'he effects of terrorist threats and activities include, among olher things, terrorist aaions or responses to such aclions 
or threats, the inability to generate, purchase or transmit power, the risk of a significant slowdown in growth or a decline in the U.S. economy, delay in 
cconomic T C C O V L ~  in thc U.S., and the increascd cost and adequacy of security and insurance. 
-FPL Group's and FPL's ability IO obtain insurance, and the cos1 of and coveragc provided by such insurance. could be alfected by national cvcnB as well 
as company-specific events. 
*ITL Group and FPL arc subject to employee worlcrorcr factors, including loss or retiremen1 uf kcy cxccutives, availability of qualified penonncl, 
collcclive bargaining apccmenLs with union cmployces or work stoppagc. 

Thc issucs -and associated risks and uncertainties dcscribed above are not the only ones FYL Group and FPL muy face. Additional issues may arise or 
bccamc material as the encrgy industry evolves. The risks and uncenaintics associatcd with these additional issues could impair FPI, Group's and FPLk 
businesses in the furure. 
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FPL 
Summaw (Millions, Excepi Per Share Amounts) 

GUi3UF 

Net Income“) 
Florida Power St Light Company 
FPL Group Capital & Corporatc 

Total 

Earnings Per Share ‘I) 

Florida Power & Light Company 
FPL Group Capital & Corporate 

Total 

Weighted - Average Shares Outstanding 

FPL Group Net Income (” 
(Millions) 

5792 sa31 

1999 2000 2001 2m 

For the years ended December 3 I ,  

2002 2001 Chnngc 
$ 717 0 695 S 22 
-- 

114 97 17 
S 831 S 792 S 39 
--- --- 
S 4.14 f 4.11 f 0.03 

0.66 0.58 0.08 

S 4.80 S 4.69 S 0.11 
--- 
--= 

173 169 4 
.-..- -. 

FPL Group Earnings Per Share 
I t )  

1999 2000 2001 2002 I 
Excludcr ihrjollowing irems: 
1002- guWm.il;l impairment accauntinx cliangr ( J l ? ?  milriorr) , ~ C I  unrtalurrl mort-to-marh guins ussociared wirh non-nronogcd hedges (SI million). rcsrrunurin~ and 
rmparrmcn~ thargts (SI37 milliimn~, r u r r w / i l r  leverage Imws (S30 milluin), and u gain on scttlcmcnt of IRSlitigniiun ($30 million) 
2001- meqrr-relared upenac (SI9 million). nrl  unrculizcd muril-lv-rnorkel goin.7 auaciateb with non-mona& h&u (SS millinn) 
2000- merger-relared upchre ($41 milliran) 
1999- Iirrgarion scrrlcmcnnr (S43 million), impairmcnt loss (5104 million). and gains on diw3liturc of cable investmcnr (SI62 million) 

it? 

I 
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..PI 
GR@!-!G FPL Group Liquidity Resources (as ofAugust 8, 2003) (milliom) 

Mnturitv 

Syndicated Facilities”’ 
October 2003 
October 2004 

Bilateral Facilities’” 
October 2004 

r Total 

Florida Power & 
Light Company 

$479 
500 
973 

5 979 - 

FPL Group 
Capital, Inc. Total 

s957 91.436 
1,000 1,500 
1,957 2,936 

I46 146 
146 146 

S2,103 ~ $3,082 

Approximately SI .4 billjon of facility up for rcnewal in October 2003 - have begun process to 
renew entire credit facility. 

‘’I Consisting of 27 banks including mvcsrmcnr banks. 

‘” Three investment banks &ai tomminfd outside the rcvoiving acdit facility. 

3 
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Debt Maturities 0 FPL Group Capital 

(Millions) 

i 
$1,500 

$1,000 

$500 

$- 

I 
1 , 

Short- tern 2003 
debt 

I.. - ,- 

DFlorida Power & Light 

$506 million of 
equity unit 
proceedslobe 
received 

$575 million of 
equity mil 
prOC&StObe 
receiwd r 

2004 2005 2006 

I .-- 
2007 

Shon-~erm debt net of cash as of 8/12/03 
Excludes FPL Fuels and FPL Energy 

4 
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FPL 
~ZWXH FPL Group ~ertsiun Plan 

FPL Group Pension Position 
(as of 9/30/02) 

(millions) 

Fair Value of Pension Assets *I1 $ 2,388 

Pension Benefit Obligation 1,405 

Funded Status $ 983 

Weighted average discount rate used for determining benefits is 6.00%. 

Expected long-term rate of return is 7.75%. 

FPL Group's pension status ranks very favorably relative to its peers. 

'Ii As of 6'30iOS. the market value o f  these asscb was 52,63& million 

5 
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FPL 2002 K e y  Operational Indicators 

Customer Growth 

- In 2002, FPI. added 94,000 ncw customer accounts. a 2.4% incrcrx over 2001, including our four 
millionth custcimct. Electricity usage pcr retail customer grew by 3.5% due primarily IO warmer wealhcr 
wd rhc clasricity ordcmand in fhc rftcmuth of Y raluclion in base electricity rates 

* Electricity SACS (excluding ininchange sales) reached an all-time high of 96.8 billion kR% in 2002, 
representing a subblmtial increase Of 5.8% U Y O  2001 Sales. 

Cast Conlrol 
Anrr more than a decade of steady rcductions. FPL’s O&M costs per k&% IOX in 2002, drivcn by 

higher expenses for nuclear maintcnRmc. prnpeny insurance, crnployee medical cos& and a one-timc 
voluntary accrual uT SJS million - in addition to thc normal 520 million - in ihc storm fund i o  be benn 
prepared should a rnajor storm strike within lis semice area. 

* Noncthelcrs, thc rumpany’s O&M eapcnses.as measured in dollars per customer, rcmincd at 427. b l o w  
the industry rvcm%c, 

Avrilshility I Pctrormance 
* Fossil p l m ~  performance remained at exceptionally high levels in 2002. Fossil plant availabiIity 
qualcd 94%. just off the previous year’s rccord and tuhstaniirlly abovc h e  industry average of 87%. The 
availability of the campany’s nuclear planfi rose lo a rccord Y7%. well abovc the indusay average of 89%. 

T h e  Cornpimy’s nuclur npcraiions rcccivcd a rating of 99.3 from the World Association or Nuclear 
Operators, plxing us smong the lop quarter of the nation‘s 103 nuclear units. 

Customer Care 
FPI.3 electricity deliwry rysrcm rads among the industry’s best. O v a  rhc pit five years ihc avcr3ge 

annual amount of time ihpl cus~omcn were wirhoui power hru bcm CUI nearly in hdf. from about 137 
minuta to 63 minutes. In addition. the duration and rrcqucncy of inlmptions havc been d u d  by 35% 
and 23% rcspcetivdy. 

- FPL continually ririi*es to be a customer-friendly company. lmprovemcnls in Web-based options allow 
EUSIOKICTS to access their Kcnunts and other imponant energy information, as well as pay lheir bills mow 
convcniently. The% and other quality mitiaiircr havc cnablcd thc company to receive continucd high 
marks in its annual customer surveys of hoih rcsidcntirl Jnd busincss customers. 

Aggressive Cosa Rrduction 
OLM axpeorts per k\Vh+ 

Fossil 
Avsilrbllity 

Nrclclt 
Avsilrbii#y 

30 92 W 96 98 00 01 02 90 Y2 94 96 9R 00 Oi 02 

b 
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FPL Cusfomers, Sales and System Cupaciry 

Average 
Actual Forecast Growth Rate 
------ 2002 2003 2004 2005 2006 2007 2003-2007 

Customers and Sales: 
Average Customer Accounts (thousands) 4,020 4,096 4,168 4,24 1 4,315 4,385 1.7% 

Energy Sales (million kWh)'" 96,810 100,108 102.158 104,994 . 108,145 110,465 2.5% 

System Capacity (m7''': 
Company Plants"' 
Purchased Power 

Forecast A c t u a l  
2002 2003 2004 ~-- 2005 - 2006 - 2007 

17,64 1 18,864 19,147 21,037 21,037 21,037 
3,280 3,140 3.397 2,65 I 2,518 2,044 

1,107 
20,92 1 22,004 22,544 23,688 23,553 24,188 

---- Unidtntifitd Capacity'" 

----._. Total Capacity 

Summer Peak Load 19,213 19.773 20,297 20,799 21,331 21,851 
Demand Side Management 

Firm Summer Peak 

Reserve Margin (%) 

1,510 1,589 1,667 1,744 '9430 - - - - 
J 7,909 18,343 18,787 19,210 19,664 20,107 
1,310 ------ 

16 20 20 23 20 20 

9 FPL will meet hture growth by expanding iu system capacity by 28% over the next tea ycnrs. - FPL has cornplcted the addition of two new gas-fired combustion turbines at its Fon Mycrs site and will cornpletc Ihc rcpowcnng of Sanford 

During 2002. FFL received approval b r n  Ihc FPSC to add a total of approximately 1,900 M W  of natural gas combined cycle generation at 

9 FPL i s  sccking proposals that m-ill address FPL's current projection of needed firm capacity in 2007. This RFP will provide FPL an 

h i t  No. 4. which together will add approximately 1,300 M W  in 2003. 

its Manin and Manatee sites with a pIanned in-service date of lune 2005. 

opportunity to identify the lowest cos! option to provide the needed capacity. 7hc  lowest cost option , whtlhcr internal or external build, 
will lhrn need to be rcvicwcd and approved by h e  FPSC. 

'I1 Elcluda inlcrchrnyc pIrp vk9 

''I Foncculcd T ) I ~  r d l n - ~ s  the capacity p w j c ~ m l l a i  hr in rmict hy Junc in  oidn io mcri s y m m o  peat. lord. Ptajrcld p c L  l o d  imrluda cN& of cairiiny meip 

conlmai ion Ikmand si& manrpmcn! irvtuda lord I T U M ~ C ~ ~ I .  load tonirol and irurrmnsl  mrrp tnnrrmtim, B u d  011 IU yea Skerhn Jlu~12W?-2010. 
''I 

.'' 
DHI! in =I p o ~ i n p  o p b i l i r y  

~:rt3 Detcmrrutinn study is in prngiew. 
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FPL Capita 1 Expenditures 

FPL's capital cxpcnditurcs for the 2003-2005 period aTe expected to be 
approximately S4.2 billion. Expenditures reflect the ongoing repowering 
of the Ft. Myers and Sanford plants, the construction of two peaking units, 
the MartinlManatec capacity cxpansion, and steam gcncraior and reactor 
vessel head replacement costs. 

Approximately S1.5 billion, or 37%, of Lhc total capital expenditures are 
for distribution costs to meet customer growth. 

FPL maintains a funded storm reserve, currently at approximatcly S200 
million, to covcr ~ h c  cost of any damage to its transmission and 
distribution system causcd by a starm. 

Capital Expenditures (Millions) 
Gcncration 
Transmission 
Distribulion 
General and Other 

Long-'Term Debt Maturities 
Total Capital Expenditures 

Total Capital Requirements 

Actual Projtctcd 
2002 2003 2001 ZOQ5 ---- 

S 486 S 675 S 670 5 490 
199 149 I85 I40 

153 110 135 I15 
41a 517 520 510 

1,256 1.45 1 1,510 I255 
---- 

0 70 0 500 

S 1,256 S 1,521 S 1,510 S 1.755 
---- ---- 
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FPL Kegu laroty Update (cont 'd) 

GridFlorida 
In September 2002, the FPSC issued an order approving many of the aspects of the GridFlorida (ISO) proposal madc by FPL, 

Progress Energy Florida, lnc. and Tampa Electric Company. 
On October 3rd, 2002 the Ofice of Public Counsel appealed the Conmission Order to the Supreme Court of Florida. 
In June 2003, the Supreme Court of Florida dismissed the Public Counsel's appcal of the FPSC's approval of GridFlorida without 

prejudice. The FPSC has restorcd the GridFlorida docket to active status and will re-establish a schedule for proceeding after an 
FPSC and FERC technical conference on September 15,2003. 

GridFlorida rcsuits art not expected to be materially positive or negative to the utility's cash flow, income, ctc. 

, 

Needs Determination 
In April 2003, thc Florida Governor and Cabinet approved FPL's Manatee and Martin plant cxpansions. Conslmction 

conunenced in May 2003 and will be completed in 2005. 
On April 9,2003, CPV Gulfcoast. Ltd. filed its initial bricf for its appeal to the Supreme Court of Florida challenging the FPSCs 

2002 approval of the Martin and Manatee cxpansion. FPL has filcd its answer brief, which included a request for dismissal. - On August 14,2003 FPL announced thc need IO increasc its power resources in 2007 to respond to significant growth in Florida, 
particularly South Florida. A notice of WL's ''request for proposals" was issued outlining the company's power needs, as well as 
identifying FPL's proposed project. WL's self-build option involves adding a new natural gas fired plant lo the cxisting Turkey 
Point plant site near Florida City. Using a competitive bidding process that complies with the FPSC's bid rule, FPL is seeking 
purchased-power proposals from other companies to evaluate against the Turkey Point option in ordcr to arrive at 8 final selection 
no later than spring 2004. 

. 

Other 
No action was taken in the 200 I or 2002 legislative session rcgarding deregulation at the wholesale or retail levels. 
Cost rccoscry clauses, which are designed to permit full recovery of certain costs and provide a return on cerlain assets allowcd 10 

be rccovcred through the various clauses, include substantially all fuel, purchased power, and interchangc expenses, conservation, 
and cenain environmental-related expenses, certain revenue taxes and franchise fees. Clause revenues constifute over 50Y0 of FPL's 
total revenues. 

10 
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FPL FPL Cash Generation and Financing Plan (milliuns} 

Cash Generated 
Cash Flow horn Operdtions 
Capital Expenditures 
Othcr 

Total Generated 1 (Used) 

Financing Plan 
lssuance of Long-Term Debt 
Retircmcnts of Long-Term Debt and Prefcrred Stock 
Net Equity (to) from FPL Group 
Change in CasWShort-Tcrm Debt 

'Total Financing 

Cash / (Sbort-Term Debt) Balance 

Actual 
ZOO2 

Projected 
2003 2004 2005 

$ 593 
(765) 
(792) 

s 

5 

s 

(375) S (509) 

11 
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FPL Fin an cia1 Ratios (millions) 
______-- p------- -. 

I i Dcbt b t i o  
Actual Projected I 2002 2003 2004 2005 40.4% 10.5% I 

! 
S 3.156 5 3,472 S 4.008 f 4,134 

6,089 
I 

! 
S 8,764 f 9,493 S Y,932 S 10,237 I 2602 2W3P 2004P 2MSP ! 

226 5 5 
5,382 6,0 1 6 5,919 ---- 

Capital Structure: 
Debt (Includes Commercial Paper) 

. Preferred 
Equity 

Total 

Capitalization Ratios: 
Deb1 (Including Commercial Papcr) 
Preferred 
Equity 

Total 

40.4% 
0.1% 

40.5% 
0.0% 

36.0% 36.6% 
2.6% 0.1% 

61.4% 63.4Yo 59.6% 595% 
100.0% 100.0% E- -- 

2DM 2003P 26wP 2005F 
j 

46.0% 47.5% 4 I .4% FFO I Average Total Debt 57.7% 

I 

FFO Intercrt Coverage 1 1 . 3 ~  9.9% 1 0 . 3 ~  9.1 x 

1 2003P 2oMP 200SP 1 Yre-Tax lntcres~ Coverage 7 9 x  7.8x 7.3x 6 . 7 ~  

I 2  
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FFII 
GFfQUP FPL Group Corporate Structure 

FPL G I . O L I ~ .  1nc. 

Florida Poijcr 6L Light 
C o i n p q  1 I1 FPL Group Capital Inc 

I 

FPL Energy, I LLC I 
13 

I I 

Lcixrazcd 
ESOr 
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FPL Energy Generating Facilities 
Regional Focus 

(net M W  in opcrarion, undcr consmction or announced) 

MAIN, MAPP & SPP: 589 M\V 

WECC: 1.830 MW 

NEPOOL 2,849 MW 

NYPP: 108 MW 

PJM:.1,158 Mw 

SERC: 1,628 MW 

ERCOT: 3,601 MW 

No new projects havc bccn 
announced over the last two ycius 
with the cxccption of wind, Scahrook 
and Jamaica Bay. 

14 
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FPL 
GROUF 

FPL Energy Portfolio 

Diversified Portfolio 
(Y ear-end 2002) 

Fuel Diversity Regional Diversity 

n; I Northeast 

FPL Energy i s  well diversified, both geographically and by fuel source. A portfolio of diversified 
asscts in a region rcduccs risk andfor increases returns for a given level of risk. 

Furthermore, FPL Energy's wind assets are diversified across multiple wind regions. 
More than 80% of FPL Enerw's electric@ i s  gcnernted by clean fuels. W 

17 
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FPL Energy 77% 

97% 
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FPL 
GROUP 
CAPITAL 

FPL Energy Market Price Sensitivity 
Unhedged Segment 

Range of Potential 
Recent 2 003 

Variability in lmpnct 

Merchant Assets M W  ['I Un hed Red Sensitivity ( S r n h )  Year 

Scabrook 886 10 pwv'r price +S7.00 +l# 

Availablc Yo MM' Forwards (') Balance nf 

NEPQQL / PJM I NYPP ') 1,518 45 "' spark sprcad *S3.00 i2g 

ERCOT (North Zone) 2,897 24 0' spark sptcad kS2.50 51 # 

WECC 1,270 60 1 3  spark sprcad i54.50 *2c 

Total Merchants 6371 34% Total 2003 lmpncr *6c 

") Wcightcd in rcflecl in-service dales; 111 assets MIJUS~~ fur 2003 nutag-. including rchellng ouragc fnr Scabrauk 

('' Pricvlg b& on NEPOOL RI Zone 
''1 R C ~ K I S  ~n-pak M w unhcdgcd only 
"' Rcprcscnb range of vanability obscrvcd Jan. - July 2003. Vnnnbility in rhc sccund quarkr was lowet. 

I Y  
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F P I  tnaw 
CAPITAL FPL FiberNet 

F t  Lauckrdale 
FPL FberNei Network - Interorxlnecm . n Aoreement 

FPL FibcrNct lcascs wholesale fiber-optic network capacity and dark fiber to FPL and other new and existing customers, 
primarily telephone, cablc rclevision, internet, and other telecommunications companies. 

- Florida is the nation's fourth largest telecommunications market. Sincc its inception in 2000, FYL FiberNct has successfully 
focused on building its intra-city nctwork in major metropolitan arcas in the state, where dmand continues to grow. 

- T h e  company anticipates little improvement in the depressed telccommunications markct in the ncar term. As a result, it will 
makc vcry limited investments in the bustness and expects to be a1 or ncar break even in 2003. Longer Icrm, the company i s  
wet1 positioned to profit from the strong underlying growth of data communications usage. 
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FPL 
FPL Croup Financing Plan 

GfiaUF 

FPL Group's fioanciog plan seeks to maintain our current credit ratings and strong financial position while 
funding the capital expenditure program. FPL Group's financing plan will seek to extend maturities and take 

advantage of current market conditions. 

. Ilistorically low rates provide an cxccllent opportunity lo term-out commcrcial paper at attractivc rates. FPL 
currently enjoys some of the tightest ncdit spreads in the industry. 

Current intcrcst rates also provide an cxccllent opportunity to rcplacc high coupon debt with low cost 
financing. 

Florida Powcr 4% Light Company 

- In April 2003, FPL issued S 5 0 0  million principal amount of 31-ycar first mortgage bonds bearing intercst at 5 
518% pcr ycar. The proceeds werc addcd 10 Florida Power 8: Light Company's general funds and used lo rcpay a 
portion of FPL's short-term borrowings and for other corporatc purposes. 

In 3une 200.7, FPL Fucls issued $135 million of 3 year private placement notes at a rate of 2.34% pcr ycar. 
This allowed FPL to take advantagc of historically low rates to tern out commercial paper at FPL Fuels and 
reduce overall dependence on bank credit. 

- FPL plans to issue an additional $700 million of first mortgage bonds in 2003. Approximalely $520 million 01 
the proceeds will be uscd to refinance existing high coupon debt and prcfmed stock and rcpay current maturities 
with thc rcrnainder being uscd for general corporate purposes. 

. FYL Group plans to contribute 3600 million of cquity to FPL in the third quarter to support the equity ratio at 
thc utility. 
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FPL 
2003 Edison Awurd Winner G R g l W P  

On June 4,2003, FPL Group was named the 2003 winner of the Edison Award, the electric 
power industry's highest honor. 

This prestigious award is given annually by the Edison Electric Institute (EEl) to the U.S. sharcholder owned 
member and international member making the most outstanding contributions to the advancement of the industry. 

Recognizes FPL Group's success in executing a strategy to becomc a clean energy provider harnessing primarily 
clean and renewable fuels while also boosting shareholder value. 

- Forty-six percent of FPL Group's total capacity is powered by natural gas, the cleanest fossil fuel 
- Emissions-free nuclear energy comprises another 16 percent 
- World leader in wind power, which accounts for 24 percent of FPL Energy's poTtfolio and seven 

- Operates nearly 30 hydroelectric power stations in Maine 
- Operates the world's largest solar-powered generating unit in California 
- In the past decade, the company has built a record for reducing emissions of carbon dioxide, 

sulfur dioxide, and nitrogen oxides that put it near the top of its class 
- FPL Group has been a national leader in repowering existing fossil he1 plants to expand 

capacity and significantly reduce air emissions. Over the past decade, the company's repowered 
capacity of nearly 4,400 megawatts has become about one-fifth of the total published US. 
capacity and is more than double that of any other utility company. 

percent of total company capacity 
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FPL 
Conclusions 

GRt3UIp 

Fiorida Power & Light Company 

9 Favorable rcgulatoq environment with a rate agreement in place through 2005. with revenue sharing thresholds and 
continuation of inccntivc-based structure. 

Strong Florida economy with continued customer growth abovc the national average and controlled costs will continue to 
support earnings growth. 

Favorable customer mix dominated by residential and small commercial accounts. 

Generation asscts wcll above industry average for performance and availability. 

Strong operating cash flow which supports the continucd generation and distribution expansion within the service tcrritory. 

FPL Energy 

- FPL Energy i s  a leader in owning and operating clean, renewablc cnergy. It  is  well positioned in many regions of the U.S. with 
generation assets using diverse fiiel sources. 

Acquisition of Seabrook Nuclear Generating Plant is  a solid addition to the FPL Encrgy generation portfolio, as it i s  a prcmicr 
generatiny asset in he Northeast and will compliment assets already owned in the region. Seabrook is positioned low in thc 
dispatch stack and is contracwd RTC for over 90% of it's capacity through 2004. 

Is the leader in wind cnergy with ovcr 835 MW's of wind projects announced for this year. 

- FPL Energy has a very moderate risk profile. In addition to geopraphicnl and rue1 diversity, the pnr frjllo enjoys the benefit of 
suhstantial long-term contract coverage. 

-4ssets are highly cficitnt and low cost, cnabling them to support additional I' 

- FPL Energy docs not dcpend on trading IO realize valuc 

- crage. 
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l=m- 
Conclusions (coni 'd) GrnDUP 

FYL FiberEet 
Earnings should be at or near break even for 2003. 

Whilc camings are break-cvcn, cash flows arc positive as dcprecialion is greater than new capital requirements. 

Fiber network construction has been completed: no additional capital rquired to maintain. 

FPL Group 
0 Florida Power QL Light remains onc of the best utilities in the country, with an attractive service temtory, a constructive 
regulatory cnvironmenl, and an unmatched tnck record of opcmtional excellence. 

Florida Power & Light will remain the dominant sourcc of income and value for FPL Group. 

FPL Group is investing pmdcntly to build a moderate risk, low cost wholesaIe generation business. 

9 FPL Group is committed to maintaining its strong credit profile. 

FPL Group is prudently looking at growth opportunities: 
- Opponunities must fit the Company's strategy. 
- Opportunities must bc financeable. 
- Opponunitjts must have returns sufficient to support additional equity issuance. 

CONFIDENTIAL 
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h connectinn with the safe harbor provisions of the Private Securities Litigation Reform Act of 1995 (Refom Act), FPL Group. Inc. (FPL Group) and Florida Power 
& Light Company (FPL) are hcrcby filing crutionary ~tatements identifying important factoa that could csusc 1:PL Group's OT FPL's 3t tud  rcsllhs to differ materially 
from those projected in ronvard-looking sIntCment5 (as such term is  defined in the Refonn Act) made by or on behalf of FPL Group and FPL in this combined Form 
IO-Q, in presentations. in rsponse to questions or otherwise. Any statements that express, or involve discussions as to cxpectmiionr, beliefs, plans. objectives, 
;~rsumptions or furure cvcnis nr pcrformmcr [ohm. but not always. through the use olwords or phrases such as will likely r r s u l ~  m e  expected 10, will cnnlmue, i s  
anticipaled. believe. cuuld, estimated, may, plan, potential, projection. target. outlook) arc not statements of historical facts and may be forward-looking. Forward- 
looking statements involve ustimatcs. assumptions and unccrtainties. Accordingly. any such statements arc qualified in their entirety by reference IO. and arc 
accompanied hy, thc followinp important facton (in addition to any assumptions and othcr factors d m t d  to ~ r ~ h s a l 1 y  in connection with such fonvlrd-looking 
statements) ihat could causc FPI. Gmup's or FP1.k actual results to differ materially from those contained in foruwd-looking stamncnts made by or M behalf of FpL 
Group and FPL. 

Any forward-looking statement .speaks only as of thc date on which such staicmmi is ma&. and FPl. Group and FPI. undertake no obligation to update any h w a r d -  
looking s t a t m o l t  IO reflect events or circumstmccs afier the ditc on which such stawmcnt i s  made or Io reflect the oc~unmct of unaniicipatcd events. New factors 
emerge from iimc IO time and it is  no1 possihlc for management 10 predict all of such factors. nor can i t  assess the impact of each such factor on the business or the 
cximt to which any factor, or combination of faciors, may caux  actual ~esults to differ materially from those contained in any forward-looking smtemmt. 

The following ore some irnponanr factors lhar could have D significant impact on FPL Group's and FF'L's operations and finnncid rrsul6 .  and could cause TPt 
Group's and FPL's actual results or ouicomts to differ materially from those discussed in the forward-looking statements: 

- FPL Group and ITL arc subjcct io changes in laws or regulations, including the Public Utility Regulatory Policies Act of 1978, as amended ( P W A ) ,  and the 
Public Ulility Holding Company Act of 1935, us amcndcd (Holding Company Act), changing gavcmrnmtal policies and reguhtory actions, including ihosc of the 
Federal Energy Rcgulalnv Commission (FEKC). the Florida Public Scwicc Commission (FPSC) and the utility commissions of other states in which FPL Group has 
operations. and the US. Nuclear Regulatory Commission WC). 4 t h  respect to. among o tha  things. dlowcd mtes of reium, industry .and rak stnchlie, operation or 
nuclwr pow'er facilities. operation and construction of plant facilities, operation and construction of transmission facililics, acquisition, disposal, depreciation and 
amnr~itation of assets and faciiitin. rrcovcry of fucl and purchased power costs, decommissioning costs, return on common equity and equity rntio limits. and p ~ s a t  
or prospective wholesale and retail campartion (including b u t  not limited to retail wheeling and mnsmission costs). Thc FPSC has thc authority to disallow rccovcry 
by FPL of costs that 11 considers excessive or imprudently incurred. 

* The regulatory process generally iestricts FF'pL's ability tu g u w  earnings and ilors nul provide any assurance YI to schicvmrnr  of earnings Icvcls. 

FF'L Group and FPL arc subject to rxlrnsivc fedml. stale and local cnvironmcntal statutes, NICS and rcguletiuns relating to air quality. water quality, wask 
management, wildlife mortality, natural resources and health and safety thai could, among 0th- things. restrict or limit the output of c d a i n  facilities or the use of 
certain fuek requircd for the produciion delechicity and/ar incrcasc cosis. 'Fhctt are significanl capital. optraring and otha costs associaled with compliance with 
therc environmental statutes, rules and regulations, and those costs could be cvcn more significant in the future. 
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FIL 
Cuurionary S~atenienrs arid Risk Factors that may Affect Future Resrrlts (conr'd) 

G30Li* 

- FpL Cjrnup and FPI. opcraic in a changing rnarkct environment influenced by various legislative and rcgulatory initiatives regarding dcrrgulation, regulation or  
rmtTuciurinp of ilic energy industry, including drrtgulaiion of thc produnion and salc of clcctricity. FPL Group and ita subsidiaries will need to,tdapt m hest changes 
and may Ace increasing compctitivc pressure. 

- FpI. Group's and FI'L's rcwlts of opctations could bc affccted by FPL'r pbiliry io rencgotiatc hanch ix  rgreemcnis wilh municipalities and couniics in Florida. 

- The openlion of power gcntraiion raciliiies involves many risks. including stan up risks. brcakdown or failure of equipment, transmission l i n a  or piwlmn use of 
new icchnology, h c  dependence on a specific fuel murce or thc impact of unusual or rdvenc wwthcr cnnditinns (including natural disasters such as hurricanes), as 
well as the risk of perromance below expccied or conmacrcd levels of ourput or cficimcy. T h i s  could result in Ion R V C ~ U U  andlor increased expmrc+ Insunnce, 
warrantics or pcrformmrc giiirantces may not cover any or all of rhc lost revenues or increased expenses, including the COR or replacement pow-. In addition 10 1&c 
risks, FPL tiroup's and FPL's nuclear units face cenain risks that arc unique to the nuclertr indumy including the abiliry tn dispose of spent nudear fuel, as well as 
additional replatory actions up to and including shutdown of the units ucmming horn public safety concms ,  whether at FPL Group's and FPL'splmrs, or at the plants 
of other nuclear opcrstors. Drcdkdown 01 failurc of an FPL Energy. LLC (FPL Energy) openling facility may prevent thc facility from pcrf01ming undw applicahlc 
powcr sales agreements which. in certnin situations. cnuld result in tmnination ofthe rgrcmcnt M incurring a liability for liquidated damages. 

- FPL Group's and FPl's ability to ruceasfully and timely compktt their power generation facilities currently undn construction, those projects yu io begin 
construction or capital improvements to existing facilttiex is eoniingcni upon many varirbla and subject to substantial risks. Should any such efforts unruacrrful, 
FP1. Croup and FPL could bc subjcct io additional costs, tmninution payrncnu unda  cornmined conmets. and/or the wire-off of lhcir investment in the pmjm 01 

tmprovcmcnt. 

FPL Group and FPL USE dcrivativc instrumcnts. such as swaps, options, futures and forwards l o  manage their cmmodiry 8nd fimncirl marka risks, and to a lesser 
catcnt, engage m limited trading mivitier. FPL Group could recognize financial losres as a result of volatility in the rnarkct values or these contnets, or if a 
cnunicrpany fails io perform. In the absence of actively quu id  marker p r i m  and pricing information from cxtcrnal sourccs. the valuation of these daivaiivc 
instrumcnts invotvca management's judgment or u x  of estimates As a result, changes m the underlying assurnpnons or u x  of altcrnalive va)uation mcthods could 
affKi ihc rcponcd fair valuc of l k  conhacts. In addition, FPL's USE of such instruments could be subject to prudmcy cho l lmga  and if found irnprudmt, e m  
recovery could he disllowcd by tht  FPSC. 

'Ihere are other risks associaicd wiih FPL Group's non-rate regulaied businesses. particularly FPL Energy. In addition io risks discussed elsewhere, risk f a a m  
specifically rffccting FPL Enerey's success in competitive wholcsrlc mark- includc Ihc abihty 10 efficicnily develop and operate generating assets. the lucccnful and 
timely complcrinn nf prnjecr restructuring activiiics. maintenance of  the qualifying faciliry st;ltlls of cmain P~OJCCIS, the price mnd supply of fuel, bulaniksion 

constraints, compeiiiion from new sources of gcneraiion, excess generation capacity and dcmand fnr pnwn. There can he signifiuni volaiiliry in m a k a  prices for fuel 
and elcrnicrty. and ihcrc arc othcr financial, counicrpmy and market rifts thot arc beyond the control Of FPL Energy. FYL Energy's inibility or frilurt IO cfkclivtly 
hcdgc irs asaeis or positions againsi changes in cvmmodity prices. inierw rates. cwnterpony credit risk or other nsk measures could significantly wit i i  future 
linmcial rcssliiis. In kccping with indtish). trends, a pntlion o f  IT1 Energy's powcr gcncniion facili!ics opcrntc whotiy or partidly withow longtcrm pow- pur&= 
agreements. As a result, po=m from these bciliiics is sold on the spot markei or on a shnrt-term contnrtual basis, which may affcct ihc volatilit)' of TPL Croup's 
linancial results. In addirion, FP1. Energy's business depcnds upon tnnsrnkion faciliiics owned and nperaied by others; if' transmission is disrupted or capociry is 
inadequrtc or unavailable, FPI. Fncrgy's ohility in xll and dcl iva its wholesale power may bc limited. 
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FIL 
Cautionary Statements and Risk Factors that may Affect Future Results (cont'd) 

CFil~liP 

FPL Group is likely to encnunter significant competition for acquisilion opponunitia that may bccome availabk as a result of thc consolidation ofthe pow- indusp .  
In addition, FPL Group may be unable to idcniify attractive acquisition opportunitics at favorable prices and to successfully and timely campleic m d  mtcgr;lte them. 

FpL Group and FPL rely on acccss 10 capital markets us a significant suurcc of liquidity for capital rcquircmcnls not ssti~fied by operating cash flows. The inability 
of FPL Group and FPI. to maintain their c u m 1  credit radngs could affect their ability to raise capital on favonblc terms, particularly during times of  uncrrtainty in the 
capital markets, which, in turn. cnuld impact FPL Group's and FPL's ability to grow their businesses and would likely increase interest costs. 

FPL Group's and FPL's rcsults of opemiions can bc affccicd by changes in thc wcathcr. Warher conditions directly influence the  demand for clcctriciv and n a m l  
g a  and affnt the price of energy commodities. and can affect the producrion of clccmcity at wind and hydmpowercd facilities. In addition, SCVCTC weatha C M  be 
destructive, causing outagcs andlor propcny damagc, which could rcquirc additional costs to be incuncd. 

FPL Group and FPL M rubjccl to costs and olhn effects of Icgd and administrative proceedings, settlements, investigations and claims, as well as the effecr ofnew, 
or changes in, tax ntes or policics. nler  of inflation, accoiinting standards, securities laws or corporate governance requirements. 

- FPL Group and FPI. arc subject to direct and ~ndirect effects of terrorist ihrcats and activities. Gmcration nnd transmission facilities. in general. have been idmtified 
as potential rargcts. ?he cffccls of ~ C I T O ~ ~ S ~  ihrcats and activities include, among other things. tcnorist actions or responses to such actions or threats, the inability to 
pZnCCdtC. purchase or transmit power, the risk of a significant slowdown in growh or a decline m the U.S. economy, delay in economic rccovmy in the U n i t 4  States, 

and the increased cost und adcquocy of sccurity and insurance. 

. FPL Group's and FPt's ability to obtain inrunnct, and the cost o f  and coverage provided by such insurance, could be affected by national events as well 
specific events. 

company- 

FPL Group and ITL are subjeci IO clrtployce roddorcc factors. including loss or rctircmcnt of key executives, availability of qualified personnel. callectivc 
bargaining agreements with union crnployca or work stoppage. 

The issues and associated risks and uacmdntics dcscribcd abovc me not the only oncs FPL Grwup and FPL may face. Additional issues may arise or become rnaimml 
as the energy industry evolves. ?he nsks and unccnamtics associated with these additional issues could impair FPL Group's and FF'L's businesses in tbc future. 
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FPL 
G3Bup Debt Maturities (us of 7/9/06) 

Debt Maturities 
(Mill ion s) 

0 FPL Group Capital Debt Dcfeased 

0 FPL Group Capital 

witb Equity Unit Proccds 

$2,000 7. 

1 
1 
1 

$1,500 ! 

Florida Power & Light 

Short- term 2004 2005 2006 
debt 

Shon-tern debt net of cash as of7/9/04. 
9 Excludes FPL Energy and FPL Fuels. 

FPL Group Capital Tetircd 5175 milljon of debentures on 6/1/04. 

2007 2008 

4 
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FIL 
13P.aUF FPL Group Pension Plan 

FPL Group Pension Position 
(as of 9/30/03) 

(millions) 

Fair Value of Pension Assets $ 2,697 

Pension Benefit Obligation 1,499 

Funded Status S 1,198 

Weighted average discount rate used for determining benefits is 5 SOYO, which was 
decreased from 6.00% in 2002. 

. Expected long-term rate of return is 7.75%. 

. FPL Group's pcnsion status ranks very favorably relative to its peers. 

5 
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FPL Key Operational Indicators 

Customer Growtb - In 2003, FPdrt's avmgc number of cusiomcr occoun& grm by marc lhan 97.000, or 2.4%. tn nmrc 
thrn 4. I million. The clrrhicity usage OtFPBL's cuswmers rlro continued to rise in 2003. up 1.7% 
owl  thc pmviour year. 
Elecmciry ~ i k r  (cxcluding inlcrchanpe rrks) reachd an all-limt high d lOn.85 billion kWh in 2003. 
~ q m ~ i t i n g  a su5nmii;l inr-rurc al4.2?% ora OW- sales. 
Over rhe last l h m  yean. Florida's rate of populolion growrh hns been the highest among h e  nation's 
Iaqcrt siaicx. and iu popularion has increlscd by nur ly  one million people. Six o f  ihc I O  lrstcst 
growing m e n  a r e s  m rhc US. are in Fbndr, and halfof thnse are located in FP&L's &e tmitoyv. 

Cost Conirol 
The compnny's cpnaiing and muinloiancc msIs grew modestly in 2003 despite ihr in-cd COKU of 
nuclear rnrinlmance. cmplnyte benefits, and insurance. FP&l.'r toi l  p c ~  kilowul-hur m i n  
tssmihlly llat and well below 1he indumy rvuagc. 

Availability I Performance 
Fesi l  plant pcsfonnince rcrniind mt high IcvcLS in 203. Fossil plant availability cqudnl 90%. which 
r r t o b o r c  thc indusrry UVCnJgC of Urn. Thc availabbility of I h c  compnriy's nucllnr plontr was 91% in 
2003, which was slightly ahnvc Le industry avuage, The decline in nuclear availabiliiy w u  primarily 
due IO rcac~or vcsscl hcsd inspcctionr.murd.icd by the Nuclear Regula- Commismcm. - The 2003 WorW Assmidon oTNuelcv Opcnlun Indm for the Company's Florida plants IWU 95.6, 
down from 2002% value of 99.3. This reduction em he atmbutcd to incrcu# in outage durahn and 
colkclirc dirtion exposrim IS a rCkUh orthe mattot vase1 head inspections n d  rcprin. 

Aggrcrrtvr Cost Rcdrttioa 
fhiliiy OdrM Cents $tr Retail kWhiJ 

i , 1.67 
! _- 

Customer Care - Smce Irunchmg a m a p  initiative UI 1997. thc rcllobility of FP&L's power Jelivcry has coaiinuul 10 

unprovc c w y  ycu. In 2003. thr a v m g c  b m e l  oftme u c b  or FPLL'r cuslomm was withnut 
power w.s less lhan half the most recmtly reported industry rvaage. 
In 2003. FPLL was ralcd sccond highcsl in the soulhem region and 10th bcst nitionally in overall 
customer satirr.titon by J.D. Powa and Associrtes. Furlhemore. FYBL crmcd the p@giaus Cmin 
uf Exccllencr cm-iificalion h m  Purduc Univmiry's Center for Customer-Driven Qudiiy- !he only 
clecnic utility to bc IO honored. The xwrrd pleca tk company's cus$omH care ccnrar at nesi world. 
class satus. 

92 91 96 91 00 01 02 03 92 94 96 98 00 01 02 03 
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FPL Customers, Sales and Syslem Capacig 

Actual 
2003 

Customers and SaIes: 
Average Customer Accounts (thousands) 4,117 

EnergJ Sales (million kWhj'l 100.850 

System Capacity ( M M ~ ' ~ ' :  
Company ~ l a n d ~ l  
Purchased Power 

Tola1 Capacity 

Summer Peak Load 
Demand Side Management 

Finn Summer Peak 

Reserve Mardn (%) 

Aciual 
2003 

19,056 
3,141 

22,197 - 
J 9,668 
2,717 

16 951 A 
18 

Averagc 
Forecast Growtb Rate 

2005 2006 2007 200s 20062007 --- 2004 

4223  4,308 

102,000 104,814 

4,394 
107,961 

4,482 
111,200 

4,572 

114,536 

Forecast 
2005 2006 2007 2008 2o04 - - - 

19,330 21,021 21,020 22,162 22,486 
3,547 3,127 2.99 1 2,046 2,046 

22,677 24,148 24.01 1 24,208 24,532 

20,297 20,799 21,331 21,851 22,289 
1,510 1,589 1,667 1,744 1,622 

18,787 19,210 19,664 20,107 20,417 

. 21 26 22 20 20 

- - _ I _ - -  

----_I 

2 .OYu 
2.9% 

9 FP&L will mcct fuiurc growth by expanding system capacity by 25% over the next ten years. 
= During 2003. FP&L cmplaed the rddihn of two ncw gas-fired combustion mtbincs at its Fott Mycn site and the repowering oISmford Unii Sa. 4, totaling 

- FP&L i s  conmucting.ppronimotcly 1,900 MW of natural gas cornbincd cycle gcncration a i  iis Manin and Manarcc sites with a p l m c d  in-service dare of Junc 2005. 
In 2003, FP&l issued an WP f a  additional powcr rcsurces of opproaimately 1 . 1 0  mw bcRinning in Junc 2007. In January 200s. after cvaluaiing attmstive 
prupmls. WBL romludcd that its plan to build a new narrai gu-fircd plant at its furkcy Point riic was \he bcrt and most cost-cffcctivr option to provide the 1 ,I W 
mV. In JWK 2094, rhe Florida Public S&cc Commission unanimously approved Florida Power tk Light Company's proposed Turk- Point power p h i  expansion 
plan. T h e  PSCs decision. along wirh project recommendations From 0th- state agencies, including rhc Depa~trnent of EnvironmcnroI Protection, are all 
camplnc Florida's comprchensivc power plant site ccnificnion proccss. The state pro-7 includcs a hearing by an adminisumlive law judge xhcdulcd for 
Scprcmber 7-14, followed by review and a fural decision on the projcci Corn the govcrnar and Cabinet T h a ~  review IS cxpccted io take place early ncxr year. 
Addiiionnl approvals also we needed h r n  several kdml agcncicr. 

appmximatcly 1.300 MW. 

to 
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FPL Capital Expenditures 

FP&L's capital cxpcnditures COT the 2004-2007 period are expected to be 
approximately S6.4 billion. Expenditures rcflect the construction of h e  
MartidManalee capaCily expansion, Turkey Point capacity expansion, 
and steam generator and reactor vessel head replacement costs. 

Duc to projected customcr growth, IT&L will be adding approximately 
3,000 MW's of new gcnmlion over this time period. 

Approximalely $2.3 hil l i~n,  or 35%. of the total capital cxpenditurcs 
are for distribution costs tn meet customer growh. 

FP&L maintains a funded storm reserve, currently at approximatdy 
5208 million, to covcr the cost of any damage to i ts transmission and 
distribution system caused by a storm. 

Capital Expenditures (Millions) 
Generation 
Transmission 
Distribution 
General and Other 

Lmg-Term Debt Maturities 
Total Capital Expenditures 

Total Capital Requirements 

\ 
,~ _.__-- -*- - -.--------- 
i 
I I 

I 

t FPOL Capita! Expenditures ' 
(Millions) i 

I 

I 
I 
1 
1 
I .  
I 
i 

dnl f1.553 f1.688 f1.561 S1,550 

m ITTTTl I 

i 
2003 2oWP 20653 2 W P  2007P ! 

I 

S 617 S 770 
134 173 
560 494 

86 116 
1,401 1.553 

70 0 

5 1,471 S 1,553 

-- 
-- -- 

Projrdrd 
2005 2006 2007 

S 826 5 679 S 643 
192 166 174 
555 602 600 
1 I5 I I4 133 

1.688 1.561 1.550 
I35 0 

f 2.188 f 1,696 f 1.550 
- --- 

' Includes A W C  

s 
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FPL Regulatory Update 

Florida Public Scrvice commissioners 

Corn missioner Party Scrving Ends Background 
Began Tt rm 

Braulio t. i3am [Chnirmanj R Sep-00 Jw-M Anwney; Exccuriuc Assistant to D F n m n  PSC Commisrionrr 
J. Tmy Dewson 
Lila A. Jaber R F c W  Jan45 hnomry; various positions at PSC 
Rudolph Dndley R Ian-02 Jan-06 Businemnm; R. Dcpi. o f  Education; FL H o w  of Rcprcunirtivcs 
Charles M. Davidson R Jan43 Jan-M Various positions in Florida Stale Govet~uncn~; Anomcy 

GridFlorida 
+ On Dccembcr IS, 2003, the FPSC issued an ordcr outlioing the procedural pnsiurc and establishing thrcc workshop dates for GridFlorida. The pricing 

n Fcb-91 Jan-07 Chicf Reg. Analyst lor thc FL Officc of Public Counsel; Ea-. Assin. 10 m PSC Commlrrioncr 

workshop wa.5 held March 17-18, ihc market design workshop was held May 19. and the "wrap-up" worlrshnp, scheduled for August 5,  has k 
cancelled. 

end of September 2004. 
4 The GridFlorida companies have signed a cnnmct wilh ICF to perfarm a cost bcnefrt study. The goal is to have the study complctcd by the middle io 

* 'lhc Commission ma on June 30 to discuss the cast-benefit study and i t5  assuniptions. 
Grjdflorida results arc not capectcd tu bc materially positive or negative io the utility's cash flnw. ineomc, ctc. 

Needs Ddermination 
In April 2003, the Florida Ciovenior and Cabinct approved FPL's Manatee and Martin phnt expansions. Constructiun commenced in May 2003 add 

On April 9.2003, CPV Gulfcmar, Lld. Gltd its initial brief for i ts appeal to the Supreme Cnun of Flnrida challenging the FPSCs 2002 appmval of Ihe 

* On August 14 .203 FPL announccd the need lo incrcasc its power rrsourccs in 2007 to respond to significant prowth in Florida, particutarly South 

will bc cornplctd in 2005. 

Martin and Manalcc expansion. ' f i e  Suprcmc Coun affinncd the FPSC's Order in June 2004. 

Florida. In AU~US: 2003, FPL issued B RI;P inviting others to propose a mort cost-cffectwc allemative for meeting this generation need. Rtsponscs to 
ihc W P  wcrc evaluated against the Turkey Point drcmativc. 

4 In January 2004. FPL selected its Turkey Point altcma:ivc as the bcsl and most cost-cffcctivc way to mcct this need. 
Calpinc. a bidder LO the RFP, WLS granted intervention in this docket. Calpine voluntarily removed itsclf born LIIC dncke: on May 2 1, A1 the June 2 

7hr final ordcr was issued on June IS, 2004. 
Otber 

Cost rccovcry clauses, which arc designed to pcnnit full recovery o f  cenain costs and provide a return on certain assets allowcd to bc recovered 

hearing. thc Commission rendered a hvorablc hmch decision approving FPL's necd and all n€ the issues. which wcrc stipulated to between thc partits. 

though the various cl~uscs, include subslantidly all futl, purchased power, and interchange expenses, conscrvaiion, and ccrtajn environmental-related 
cxpcnscs, ccmin rcvcnuc taxes and fnnchise fees. The estimated actual clause filings for 2004 will be made in August 2004. Projected clause filings 
tior 2005 will be made in Seplcmhcr. AI1 filings made in 200.1 will be reviewed by the Commission at fhc Clause Hcariags scheduled for Novcmbcr 
8-10.2004. 

10 

CONFIDENTIAL FPL162283 



FPL Nuclear Update 

Decommissioning 
For raremaking purposes. FP&L acmcs  and funds for nuclcar decommissioning ~ ( 1 s t ~  over the expected s m L c  life of each unit based on studies that arc 
filed with the FPSC at least cvcry fivc years. The most rcccnt studies. which became cfrechvc May 2002, indicate that FPClrL's portion of the future cost of 
decnmmissioning i ts four nuclear units, including spent fuel storage. is 56.4 biilion, or 52.1 billion in 2003 dollars. The  fund barancc is very well funded, 

value of an asset retirement obligation (-0) be recognized in the period in which it is incuncd with the offsetting associated asset rctitcroeni con 
capitalized as part of the carrying amount of tht long-lived assct. This had \hc effect of increasing total asscts and liabilities with no subsbntivc economic 
change. 

- Ikginning fanuap I t  2003, FP&L began recognizing nuclear decomitsioninp liabilities in accordance with FAS 143, which requirrs h a t  a liability for thc fair 

spent For1 
Tp&L is  pursuing vannus approaches to further expand spent fuel storage at the sites, including increasing rack space in its cxisting spcot fuel pools andlor 
developing the capacity tu store spent fuel in dry Storage containers. PP&L has submitted liccnsc amendment rccpcsts to the NRC for approval of additional 
storage racks. Approval of thcsc rcqucsts i s  expected in Summer 2004. Once installed, thcsc racks will extend tbe storage capacity such that the ability to 
store spent fuel will not be lost until 2008 at St. I.ucic Unit No. I ,  20 10 at SI. Luck Linf No. 2,20 IO at Turkey Point Unit No. 3 and 201 2 at Turkey Point 
Unit No. 4. If approved, the dry storagc containers could be locared ai FP&L's nuclear plant sites and/or at a facility operated by PFS in Utah. 

* FP&I,'s objcctivc regarding spcnt fuel pools a x  such that they can accommdatc a full cwc offload. 

License trtclrsion - Thc Turkey Point h i t s  Nos. 3 and 4 rcccived operaling liccnsc cxtcnsions in 2002, which givc fp&L thc option 10 opcratc thcsc units until 2032 and 2033, 
respccrively. The XRC extended the operating licenses for St. I-ucie Units Nos. 1 and 2 dunng 2003, which give FP&L the option to gcratc thcsc units untit 
2036 and 2043, respectively. FY&L has not yet decided tn exercise ihc option to operate past thc original license expiration dates, alrhough fP&t is 
cnniinuing to take actions lo ensure the long-tern viahiliy of the unitS in order tn preserve this option. T h e  dccision will be made for Turkey Point Units 
Nos. 3 and 4 by 2007 and for St. Lucie Units Nos. I and 2 by 201 1. 

Hcrctnr Vessel Hrad RcplrccrneuW Outage Dstes - fP&L anticipates replacing the rcactor vessd heads at Turkey Point Enits Kos. 3 and 4 during their next schcdulcd rcfutling outage in Fall 2004 and Spring 
2005. respectivcly. 
Ihc reactor vcsscl head at  St. Luck No. 1 is scheduled to bc tcptaccd in the Fall of2005. I h c  rCnClOT vcrscl hcad and sicam gcncntor at St. Lucic No. 2 
will be replaced in the Fall of2007. St. I.ucic No. 1 will also have pressurizer hcatcr sleeve penerrations replaced, and St. Luck No. 2 will have the 
pressurizer repaired. 
Evcn with thcsc incrraxd  COS^, nuclcar remains thc lowcst cost of gmcntion. 
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FPL FFL Cash Generation and Financing Plan (millions) 

Actual Projected 
2003 2004 2005 2006 2007 

Cash Generated 
Cash Flow from Operations 
Capital Expenditures I 

S 1,557 !J 2,095 S 2,051 I 1,878 S 1,949 
(1,383) (1,512) (1,448) (1,533) ('1,520) 

Financing Plan 
Issuance of Long-Tcrm Deberefmed Stock $' 877 S 546 S 940 5 197 !3 297 
Retirements of Long-Tm Debt/Preferred Stock (6 16) 0 (500) 0 0 
Nct Equity (to) from FPL Group ( 128) (744) (255) (273) (555)  
Change in CashlShort-Tern Debt 

Total Financing 

Cash / (Short-Term Debt) Balance S (626) S (457) $ (106) S (85) S (187) 

Clause Defcrrsls ' $ (186) S 198 $ 144 $ 48 S 1 

I Capital expenditures exclude equity AK'DC 
included in Cash Flnw horn Operalions 
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Capital Structure: 
Debt (Incl. CP B PPA 0~ig.1 

Prefcmd 
Equity 

Total 

FPL Fin an cia1 Ratios (mill ions) 
- -\. 

DrM h t i o  

I% 4 4 s  43.4% , 
I m - r  

Aclusl Prujcrtrd 
2003 1004 3005 2006 

i 
! 
i 

3a+!P lpolr 
7.1 80 

L-- .-- -__ --J 

f 4,962 S 5,264 S 5,280 S 5,383 
5 25 25 25 

6.004 6.061 6,558 7,009 
S 10,971 I 11,863 5 12,417 S 12,935 1 - 

Capitalization Ratios: 
LkbI (kl. (3p k PPA Obiis.) 

Preferred 

Total 
Equity 

FFO I Average Total Debt 

FFO Interest Coverage 

C F O I  A w a v  T-1 Debt 45.2% 46.4% 44.5% 43.4% 

I 
0.0% 0.2% 0.2% 0.2% 0 2 %  , 

' 7  I 
54.7% 53.4% 55.3% 56.4% 

lOO.O./U 100.0% 100.0% IOD.ct% 100.0% ----- 
! 

6.9% 9 . 2 ~  

35.8% 

7.8x 

32.1% 

7 .ox 7 . 0 ~  
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GRDUJ FPL Group Corporate Structure 

F P L  Energy. I 
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FPL 
-UP 
CAPITAL FPL Energy LL C Project Lorotions (As of June 3.7004) 

FPL Energy Generating Facilities 
Regional Focus 

(net MW in operation and under constmclion ) 

NEP001,: 2,741 MW 

MAM, MAPP & SPP 602 MW 
NYPP: 108 M W  

PJM: 1,158 M w  

SERC: 1,628 MW 

ERCOT: 33328 MW 

NO major xquisitrons have brcn announced smcc 
Scatwooit in April 2002. 
This map docs not reflect !he sale of the Mulr i t~dc  
asset. 
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F.L 
GRPUP 
CAPiTAL FPL Energy Portfolio 

Diversified Portfolio 
(Projected Year-end 2004) 

Fuel Diversity Regional Diversity 

FPL Encrgv is well diversified, both geographically and by fuel source. A portfolio of diversified 

Furthermore, FPL Entrgy's wind assets are diversified across multiple wind regions. 
More than 90V0 of FPL Energy's electricity is  generated by dean rutis; substantially reduced costs to 

assets in a region rcduea risk andlor increases returns for a given level of risk. 

maintain environmental compliance compared to many others in the industry. 
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FPL 
ERSKL FPL Energy Business Strategy 

Maximize value of current portfolio 
- Cost control 
- Operational reliability 
- Risk management 
- Assct optimimlion 

. Expand market-leading wind position 
- New development 
- Support policy trends 
- Acquisitions 
- Explore international 

Build portfolio incrementally and selectively 
- Nuclear 
- Fossil (includcs QF partners) 
- Acquisition Criteria: strategic, largely hedgeWdeep in the money”, operational upside, immedialely accrctivc to earnings, 
fits the portfolio, financeable, attractive economics 

22 
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FPL 
GRDUP 
CAPITAL FPL FiberNet 

FPL FibcrNel provides wholesale fiber-optic services and fiber-optic cable to Internet service providm and local, long- 
distance and wirelcss tclccnmmunications companies in Florida. 

- Sincc being formed in 2000, FPL FibcrNct has successfully addcd to its inter-city fiber-optic network and completed.intra- 
city networks in most of thc statc's major metropolitan areas. During 2003, the company added the latest generation of 
Ethernet senices for any cntcrprjsc wishing 10 upgrade their existing telccommunications ncwork. 

Although thc tclecommunicatians sec~or has been dcprcsscd for some lime, FPL FiberNet remains in a strong position 10 
bcncfh from a market rebound and future growth in voice and data communications. 

FPL FibcrNet Is basically a breakcven proposition. 
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FPL 
Misc FFL Group hems (Cont 'd) GRG'JP 

I 

Environmental Stewardship 
Our cmissions rates of carbon dioxide, nitrogen oxide and sulfur dioxide are among the lowest of companies our size in thc 

Thc company is  positioncd well through its focus on clean fuel generation since enhanced cnvironmental standads are likely 
electric powm industry. 

to increase capital expcndimres for older generating facilities in the future. 

Corporate Governance 
Our company's corporate governance practices are now ranked in the top IO percent in our industry and in the top 15 

- Another rating organization, GovcrnanceMetrics International, gave FPL Group 9.0 out of 10 possible points, again placing us 

- Fully compliant with Sarbanes-Oxley requirements. 
As we do in all other areas of the company, we will continue to review regularly our corporate govcrnancc practices with a 

percent in the S&P 500 by Institutional Shareholder Services, a leading independent appraiser. 

well abovc average as compared to other U.S. companies and better than most energy producers. 

goal of raising the bar even furlher on our practices and performance. 
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FIL 
Major Awards and Honors C=;’sa.JP 

2003 Edison Award 
The electric power industry’s highest honor rccognizhg the company’s success in executing a strategy IO become a clean energy 
provider harnessing primarily clean and renewable fuels while also boosting shareholder value. 

9 Plait’s 2003 Global Energy Reward as “Rencwablt Company of the Year” for the company’s clean energy portfolio. 

North Amerjcan Renewablcs Deal ofthe Year for 2003; 
FPL Energy American Wind. 

Nonh American Powcr Porlfolio Deal of the Y ti for 2003; 
FPL Encrgy construction portfolio financing. 

2004 “Cornpanics that Care Honor Roll” 
One of 12 cornpanics nationwide recognizcd for outstanding and mcasunblc commitment to thcir conmunities, both within the 
workplace and beyond. 

Center of Excellence certification from Purdue University’s Cmla for Customer-Driven Quality 
- The only electric utility to be honored. 
- Award places the company’s customer care centers al near worldclass status. 

J.D. Power and Associates Annual Customer Satisfaction Survey 
- Rated FP&L second highest in the southern region in overall customcr satisfaction. 
- Rated FP&L 10th bcsl narionally in overdll customer satisfaction. 

- APLA- raled by Innovest 
- FP&L ranked number one for EcoValue among 26 electric utilities in the latest lnnovest Strategic Value Advisors rcport that 

- FP&L ranked numbcr two among 2G c.lectric utilities in the latest Intangible Value Assessment report which ranks companies on 
compares environrn cntal perfom mce. 

dnvcrs related lo sustainability, which include corporaic labor relations, emerging market stratcgy, products and services, and 
ovcrall corporitc governance. 
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&=PI- 
Conclusions (cont 'd) 

GRC9UF 

FPL Group 
Florida Power & Light remains one of the best utilities in the country, with an attractive scrvicc territory. a constructive 
regulatory envirunnient, and an unrnatchcd track record of operatjonal excellence. 

Florida Power & Light will remain the dominant sourcc of income and value for FPL Group. 

. FFL Group is investing prudently 10 build a modcratc risk, low cost wholesale generation business. 

FPL Group is committcd to maintaining its credit ratings and strong credit profile. 

FPL Group is prudently looking at growth OppoTtUnilics: 
- Opponunities must l i t  !he Company's strategy. 
- Opportunities musl bc financeable. 
- Opportunities must have returns sufficient lo support additional equity issuance. 
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2002 Summary 

Nei Income (‘I 
Florida Power & Light Company 
FPL Group Capital & Corporate 

Total 

Earnings Per Share ‘I’ 

Florida Power & Light Company 
FYL Group Capital & Corporate 

Total 

Weigbted Average Shares Outstanding (Millions) 

1 FPL Group set ~ncome (‘I r-. (Millions) 

n 

I999 2m 2001 

(5 Millions. E;mpr Per Share Arnaunu) 

2002 2003 Change 
s 22 

114 97 17 

-- 
!§ 717 S 695 

S 831 - E 792 - f 39 ._ 

$ 4.14 $ 4.11 S 0.03 
0.66 0.58 0.08 

S 4.80 S 4.69 S 0.11 
-_IIL --- 

173 169 4 

FPI, Group Earnings Per Share ‘9 
51.69 S4.w 

1999 2 W  2001 2002 

L 
!I’ Errludrs the-following non-rcmrrinp (IJIer-tax ifems: 

2007- gooddl impoirmenl ocrmntinp change (5222 million) , (he positive eflrcl of FAS 133 ( S I  ndlionJ. resrrucluring char$e.s (6137 rnillicm). resetvelar lewragc leases 
(630 million). and o gain on scrllemcnr v j l R S  litigation (530 million ) 
Il l0  1- merger-reloied eapensr (519 million). the positive effecr 0fFA.S 133 (S8 million) 
2600- mcrgcr-related txpense (S4 I million) 
1999- nnn-recurrinp gain ( d l l  million) 
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I Operating Cosb FIOM 
(M i Ilionx) 

I J 
Consolidated Slatements of Cash Flows 

(S Millions) 

set Cash provided by operalions 
Capital expenditures of FPL 
Independent Power Lnvesments 

ividrnds on common stock 

I 
1 
! Common stock rcpurchascs 
j common stock issuance 
I 

issuance of Debt with Equity Units 

Increase (decrcasc) in cash and cash cquivalcnts P- 

i 
$ 184 

! - I T h e  decrtase in opcTating cash flows in 2000 is attributable to a large fuel 
2 undcr recovery and [he payment IO settle certain purchase power 
3 obligations. The irnpacl of thcsc items reverse aver the next several year period. 

_C_-_C--...C. - -  ---.-_ 
\ 

I Average Shares Outstandinp. 

I I 

i In February 2002 and June 2002, FPL Group issued 5575 million and 5506 million of 
! 

(Millions) i 
i 

< drbt wirh cquity unit purchase contracts. 'me equity associated with these contracts 
G will be issued in FcbruaTy 2005 and February 2006. 

7 9 In June 2002, FPL Group issued 5 million shares of common equity. 

1 
I 

During 2002. the company changed the method of providing shares to participants in 
scvtral employee benefit plans 

f new equity 

I I 172.6 

is expected to provid 

i I 

! 
,! jv unusual items. C 

I 1 iz In February 2003, FPL Group raised its annual dividend by 3.4% IO 52.40 per sharc. 
I3 Ihis increase resnl~s in a 49% payout ratio of 2003 rstimatcd earnings excluding my 

2 
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FPL 
FPL Group liquid it^.^ Resources 

Maturity 

Syndicated Facilities‘’’ 
October 2003 
Ocrober 2004 

Bilateral Facilities”’ 
June 2003 
August 2003 
Ociober 2004 

l’otol 

Florida Power & 
Light Company 

$479 
5 00 
979 

FPL Group 
Capital, Jnc. 

$957 

1,957 
1,000 

50 
50 

146 
246 

52,203 

Total 

f 1,436 
1,500 
2,936 

50 
50 

146 
246 

S3.182 

‘‘I Consisring of 27 hanks including Mcrrilf Lynch. CSFB and Morgan Slanley. 

12’ Two other invcstment banks ihat cnmmincd outside the revolving crcdir facility. 

Approxhaiely SI .4 billion of facility up Tor renewal in October 2003,- expect IO 
multi-year facility. . ’. 

&&;... . 
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Debt Maturities DFPL Group Capital 

$2,000 

$1,500 

$1,000 

$500 

($ Millions) 
I Florida Power & 

Light Company 

2005 2006 2007 
$- 

2003 2004 Short- 
term debt 

-Short-term dcbt net of cash as of 4/22/03 
*Excludes off- balance sheet obligations and FPL Fuels 

A 
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F.1 
FPL Grorrp Pension Plan 

FPL Group Pension Position ' I  

(as of 12/31/02) 
(millions) 

Fair Value of Pension Assets $ 2,338 

Pension Benefit Obh gat ion 1,405 

Difference $ 933 

Weighted average discount rate used for determining benefits is 6.00%. 

. Expected long-term rate of return is 7.75%. 

FPL Group's pension plan funded position ranks very favorably relative to its peers. 
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FPL Key Operational Jndicarors 

Customer Growth 

- In 2002, FPL addcd 94.000 ncw customer accounts. a 2.4% incrcue, including our four millionth 
customer. Elcctriclty usage per retail customcr prcw by 3.5% due primarily 10 wnrmcl lhan normal wcaihn 
and the clasiicle of demand in Il~e aftermath & f a  mlucrinn in base electricity tatcs. 

9 Electricity salcs (excluding interchange sales) reached an all-timc high of 96.8 billion kh'h in 2002, 
representing B substantial incrclsc o f  5.R% ovm 2001 salts. 

Cost Control 
Afia mote than a decade of sttad? reductions, FPL's O&M costs per kWh rox in 2002, driven by highn 

cxpcnscs for nuclear mainrcnancc, p rQpeq  mNrDncc, employec medical costs, and a one-lime voluntary 
accrual of 535 million - m addition IO thc noma1 520 million - in ilrc ctom fund 10 be bcnn Fcparcd 
should a major storm smkc riihin its s m i c c  mea. 

Nonetheless, Iht company's ORrM expenscs 85 mcasurcd in dollars per customer remained ,I 42% below 
ihc indunry avcroge. 

Availabiliv / Performance 
Fossil piant pedormanrc remained ut crccptionally high lcvcls in 2002. Fossil plant avaiksbility equaled 

514%. just riff the prcwious year's record ond subs~sn~iplly above the industry avcrnge of 87%. The 
availability or the company's nuclear plants rose 10 a record 97%. well above lhc most recml industry 
avcrogc of 89% 

- The Company's nuckar opemtions rcccjvd LI rating nf 99.3 from the World Associalion of Nuclear 
Qwrjrors,placing us amung the lop quaner ofthc nation's 103 nuclear uniis. 

Customer Care - FPL's elrcrricity delivery syslcm ranks among thc industq's best. Over the past five y n r ~  the ovmgc 
annua) amount of time h a t  cuS10rnCrs wcrc Without powcr has h e n  cut ncarIy in half, from aboul 137 
minutes to 69 minutes. In  addition, tht dumion and frcqumcy of intcmlprions have b e m  T C ~ U C C ~  by 35% 
end 23% rcspcciivcly. 

Aggtcsslvc Cost Reduction 
OLM expenses* 

' l l l l l l l l l l l l l l l l 1 mu---== 

FPL conthualfy snivcs to bc a cus\omer-frirndly company. lmprovcinenls in W e b - b s d  options allow 
CuStorners 10 access ihtir accounts and other impnanr encrpy information. as wcll BS pay their bills more 
conveniently. These and othcr quality initiativeshave cnablcd rhe company to receivc continued high marks 
in ais annual cunomcr sunx!ys oiholh midentiel and busmess cusiomm. 

Yo 92 94 9G 98 00 01 02 90 92 94 % 38 00 01 02 
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FPL Ciistomers, Sales and System Capacity 

Avcrogc 
Actual Forecast Grmlb Rate 

2004 2005 2006 2007 2003-2007 2003 - - - .-. 2002 

Customers and Sales: 
Average Customer Accounts (thousands) 4,020 4,09 6 4,168 4,241 4,3 15 4,385 1 .f% 
Energy Sales (million kWhy'' 96,8 1 0 39,381 102,158 104,994 108,145 110,465 2.9% 

System Capacity wp1: 
Company P I ~ ~ ~ P  
Purchased Power 
Unidentified Capacity'" 

Total CapaciQ' 

Actual Fo rccas t 
2002 2003 2004 -, 2005 - 2006 - 2007 

17.64 1 18,864 19,147 21,037 21,037 21,037 
3,290 3,140 3,397 2,65 1 2,s 18 2,044 

1,107 
20,92 1 22,004 22,544 23,688 23,555 24,188 

---- 
---.------ 

Summer Peak Load 19,219 19,773 20,297 20,799 21,331 21,851 
Demand Side Management 2,542 1,510 I ,589 1,667 1,744 

16,677 18,343 1S,787 >. 19,210 , 19,664 20,107 
- - - .-. 

_i 
Finn Summer Peak 

Reserve Margin (Yo) 16 20 20 23 20 20 

FPL will meet future growth by expanding its syskm capacity by 28?4 over the n e x ~  ten years. - T;PL expects to complete the addition of two new gas-fired combustion tUTUTbltlCS at its Fort Myers sitc and the rcpowering of Sanford Unit 
s o .  4, which together will add approximately 1.300 MW hy mid-2003. 
During 2002, FPL received approval horn he FPSC to add a total of approximately 1,900 M W  of natural gas combined cyclc generation at 
i t s  Manin and Manatee sites with a planned in-senticc datc of June 2005. 

This RFP will provide FPL an opportunity lo identify any lower cost bid than FPL's power plant ccinshuction options. The lowest cost option, 
whether intcmal or extemd build, will thcn need to be reviewed and approved by the msc. 

FPL is considering to scck proposals that w 4 1  address FPL's cumnt projection of needed firm capacity in 2007 and 2008. 

CONFIDE NTtAL F PL 162384 



FPL Capital Expenditures 

i 

i 

i 

I i 

FPL Capital Expenditures I 
(5 MihtnsJ  ! 

i 
I 

9 FPL's capital expenditures Ibor the 2003-2U05 pennd are expected IO be 
approximately $3.7 billion. ExpendituTes reflect the ongoing repowering 
of the Ft. Myers and Sanford plants, the construction of two peaking unirs 
and the Maninmanatee capacity expansion. 

- Approximately 51.4 billion of the total capital expenditures are for 

1 
1 

i 
1 i 

I 
I 

distribution to deliver electric energy 10 new customers. 
I 

i 1 i 

Yrojccttd Actual 
2002 2003 2004 2095 

Capital Expcnditures (5 Millions) 
Gcnerat ion 
Transmission 
Distribution 
General 

Long-Tern Debt Maturities 
Total Capital Expenditures 

Total Capital Requirements 

5 406 S 562 f 550 5 402 
199 141 188 145 
418 485 481 48 I 

73 75 
1,256 1,275 1,292 I ,103 

8o - 153 

0 500 

3 1.256 S 1,345 S I f 9 2  5 1,603 
7o - 0 ---- 

6 

CONFIDENTIAL FPC 162385 



0 

FPL Rcgulaioy Update 

Current Rate Agreement 
In March 2002 the Florida Public Servicc Commission (FPSC) approved a new rate agreement regarding FPL's retail base rates, 

which became effective April 15,2002 and expires December 31,2005. 
= The rate agreement provides for a $250 million annual reduction in Tetail base revenues allocated to all customers by reducing 
customers' base ratcs and service charges by approximately 7%. 

As with the previous agreement, a revenue sharing incentive plan establishes thresholds for years 2002 through 2005. Revenues 
from retail basc operations in excess of a stated threshold are required to be shared on the basis of two-thirds refunded to retail 
customers and one-third retaincd by FPL. Revenues from rctail base operations in excess of a second threshold are required to be 
refunded 100% to retail customers. 

Y can ended December 3 1. 
(millions1 2002'" 2003 2004 2005 

~ 

66 2f3% to customers 53,5SO 23,680 53,780 $3,880 
100Y0 lo customen $3.740 53,840 $3,940 $4,040 

W Rtfund is limited to 71.5% (tepresmting thc period April IS through 
Dcccmber 3 1 , 2 0 2 )  of lhc rcvtnucs from base ralt operations c a t d i n g  
the thresholds. 

There i s  no authorized return on equity range for the purpose of addressing earnings. However, FPL may petition the FPSC for 
a base rate increase if its retail base rate earnings fall below a 10% return on equity during the term of the 2002-2005 rate 3 

v 
5 

agreerncnt. 3 
FPL may choose to amortize a 5125 million a ~ t i a l  credit to its dcpreciation resenre ovcr the stipulation period. 
In April 2002, the South Florida Hospital & Healthcare Association (SFHHA) and cerlajn hospitals filed a joint notice of 
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FPL Regulatory Updale (cont'd) 

Gri dFlorid a 
On September 3rd, 2002 the FPSC issued an order approving the GridFlorida (ISO) proposal made by Florida 

Power & Light Company, Progress Energy Florida, Inc. and Tampa Electric Company. 
On October 3rd, The Office of Public Counsel appealed the Commission Order to the Florida Supreme Court 

on jurisdictional issues. 
9 A lvljng from the Supreme Court of Florida is expected in late 2003. 
4 GridFlorida results are not expected to he materially positive or negative to cash tlow, income, etc. 

Needs Determination . On April 8, 2003 the Florida governor and cabinet approved FPL's Manatee. and Martin plant expansions. 
Construction will commence this summer and will be completed in 2005. 

Other 
N o  action was taken in the 2001 or 2002 legislative session regarding deregulation at the wholesale or retail 

levels. 
Cost recovery clauses, which are designed lo permit full recovery of certain costs and provide a return on 

certain assets allowed to be recovered through the various clauses, include substantially all fuel, purchased 
power, and interchange expenses, conserva~on, and certain environmental-related expenses, certain revenue 
taxes and franchise fees. 

10 
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FPL FPL Cash Generation and Finuncing Plan ($ millions) 

Cash Generated 
Cash Flow from Operations 
Capital Expenditures 
Other 

Total Generated / (Used) 

Financing P l a ~  
Issuance of Long-Tern Debt 
Retirements of Long-Term Debt and Prefened Sock 
Net Equity (to) from FPL Group 
Change in Cashi'Short-Term Debt 

Total Financing 

Cash I (Sbort-Term Debt) Balance 

Actual 
2002 

$ 473 

$ 593 

(765) 
(792) 

s (473) 
49 I 

E (722) 

Projected 
2003 2004 2005 
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FPL Financial Ratios I$ millions) 

Actual Projected 
2002 2003 2004 2005 

Capital Structure: 
Debt (Jncludes Commercial Paper) 
Preferred 
Equity 

Total 

5 3,156 S 3,629 I 3,907 5 3,976 
226 0 0 0 

5,382 5,718 5,726 5,900 

S 8,764 S 9,347 4 9.633 S 9,876 
-._-___I_ 

Cspitnlization Ratios: 
Debt (Including Commcrcial Paper) 
Preferred 
Equity 

Tot a 1 

36.0% 38.8% 40.6% 40.3% 
2 6% 0.0% 0.0% 0.0% 

61.4% 61.2% 59.4% 59.7% 
100.0% ~ O O , O %  , 100.0% 100.0% 

i 57.7% 

FFQ I Average Total Debt 57.7% 42.3% 46.1% 4 L .BY' 

FFO Inacreit Covcrmpc 
FFO Interest Coverage 1 l .3x 8.7~ 9.5X 8 . 5 ~  

Pre-Tax interest Coverage 7.9x 7.2x 6.8~ 6.7~ 1 2002 2003' 2OMP 2005P ' 
i 
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FPL Group Corporate Structure 
FPI  
CrnDhlP 

1 FPL Group, Iiic. 

W L  Group Capitat. Inc. ;id3 Power & Light 

FPL Energy. 

LLC 
FPL Fibel.Net U 

FPL162390 
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FPL Energy Generating Facilities 
Regional Focus 

(ne! MW in operation, under constroction or announced) 

RIAIN, MAPP & SPP: 538 MW 

PJM: 1,117 M w  
WECC: 1,674 IM”W 

SERC: 1,628 MW 

ERCOT: 3,598 M W  

NEPOOL: 2,852 M W  

NYPP: 108 MW 

CONFlDENTlAL 
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Diversified Portfolio 
(Yeiir-end 2002) 

Fuel Diversity Regional Diversity 

Oil 
I-lvdro Nuclear Northeast 

I \  

Mid-Atlantic 
17% 

FPL Energy is well diversified, both grographically and by fuel source. A portfolio of diversified 
assets in a region reduces risk andlor increases returns for a given level of risk. 

More tban 80% of FPL Energy’s electricit)’ is generated by clean fuels. 

17 
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WelLHedged Position I 

2003 Contracted 
Capacity 

FPL Energy Contract Coverage 

FPL 

FPL Energy 

100% 

76% 

9 6% 

Wind ('I 
Other Projects/QFs ('I 
Merchants 

Seabrook 

hTPOOLIPJMMy PP 
ERCOT (4) 

TOTAL '') 

Bal2003 (2) 2004 

98% 98% 

92% 84% 

50% 

72% 

39% 52% 

7 6% 53% 

FPL Group's generation portfolio is 96% hedged, when considering the utility partfolio has a dedicated customer base. 
Approximately 76% of FPL Energy's ponfolio is under contract for the remainder of 2003. This percenlage drops to approximately 53% for 2004. 

FPL, Energy's ovcrall strategy is to haw approximately 75% of the next 12 month's output under contract, tapering off lo approximately 50% three to 
four years out. 

AH future contracf coverage ratios refkc1 the addition of new projects under construction. 
* More than 90 pcrcenl of cxpected 2003 gross margin is hedged. 

'I' WriEhtcd rvcragr i s  ralculricd by applying 2003 pmjectcd E15 Conmiurion nf RJ'h to1 FPL and 15Y. Tot FPL Energy. 

"' Rcllccrr round the d n c k  Mw 
": Rckrls on-peak M V  

WeiEhkd IO rcncci m-scmct &IC$. planned rnainlnuncc, and trluclinenurrg for Stabrook 

~i ~4 7/.3 Jill3 

a 
3 
4 
S 

1 
8 

b 
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FPL 
GRDUP 
CAPITAL 

Market Price Sensitivity 
Un hedged Segment 

Available 
Mw (1) Merchant Assets 

Scabrook 932 

YEPOOL PJM ! h ?  PP 1,556 

ERCOT (North Zone) 

WECC 

2.657 

1,093 

Taial Merchants 6,238 

Range of 
Recent Potential 

Variability in 2003 Full 
Yo m7 Forward Prices Year 

Unhedged Sensitivity ($mw lmpact 

* I #  4 - 7  
-Sb 

power price 2 

28 spark spread + S l  
-53 

*3c spark spread a 7  
-56 

G1 (3' 

36 Total 2003 Impact *7 t 

Weighrcd IO rtfleci in-setvlct dam: all BSSCIS adjuslcd 2003 oulegq includmg refueling outage for Seabrnok 

"lUocs no1 includc Maine hydro; pricing bmerl on NEPOOL RJ Zone 
") R C ~ T C S ~ ~ S  an-pcak M W  unhedgcd only 
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fFitlUP 
CAPITAL FPL. E'nerRv LLC Project Activity 

, 
I 3 n-Sen ice 

Proiect Diet Rlegawatts ln Operation 
at Year-End Calhoun 

Blythe 
Forncy 
Jamaica Bay 
Marcus Hook 
High winds Energy Center 
? h v  Mexico Wind Energy Center 
Mill Run Wind Power 
Somerset Wind Power 
North Dakota Wind Energy Center 1 
South Dakota Wind Energy Center 
Waymart Wind Energy Center 

Oklahoma Wind Energy Center 
North Dakota Wind Energy Center 11 

11.523 

2000 2001 2002 2003P ZOMf 

tu 
CA 
T X  
NY 
PA 
CA 
NM 
PA 
PA 
ND 
SD 
PA 
OK 
ND 

G d S  

Gas 
Gas 
Gas 
Gas 

Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 

668 Mid 2003 
517 Mid2003 

1.699 Mid 2003 
54 Mid2003 

144 Mid2004 
150 Mid2003 
204 Mid2003 

15 Mid2003 
9 Mid2003 

40 Late2003 
40 Late2003 
63 Late22003 
51 Latc 2003 
21 lAtC2003 

I 4,275 - Total I 
.- 

1 9 Calhoun is a peakina facility under contract 10 Alabama P o w  

2 Blythe is a n3rura! gas plant lorakd in Elythc, California, which i s  strategically located to serve California. Arizona, and Nevada. 

Fomcy is a natural gas facility located near Dallas that is well positioned to serve the growing nonh Texas market. 

Jamaica Bay i s  a peaking unit buih to supply electricity to the Long lsland Power Authority for the Rockaway Peninsula in Queens County, New 
o3 

C Yakcity. - b Marcus Hook is  3 cogcncration facility with a nalivc steam load customer (Sunoco) under contra 
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FPL 
GROUP 
GAPlTAL FPL FiberNet 

west Palm Beac 

Ft Laauderdale 
Miami 

FPL FiberNet provides wholesale telecornmunIcations services in Florida to major local, long-dismnce, and wircless 
 telecommunication^ companies and Internet service providers. The company supplies long-haul network capability to Florida 
Power & Light, ensuring a robus1 and cost-cffeciive communications link among FFL plan1 and operations. 

Florida is the nalion's fourth largest telecornmunica~ions market. Since I ts incephon in 2000, FPL FiberNet has successfully 
focused on building its intra-city network in major metropolitan areas in the state, where demand conlinues to grow. 

The company anticipates link improvement in the depressed telccommunications market in the near term. As a result, it will 
make very lirnitcd investments in the business and expects to be at or near break even in 2003. Longer term, thc company is 
well positioned 10 profit from Ihc strong underlying growth of data communications usage. 

CONFlDENTlAL 
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1 I=.( 
FPL Group Financing P1un 

3- cnauCa 
3 
4 FPL Group's financing plan seeks lo mainlain our currenl rredil ralings and strong finaacial position while 

s 
G 
7 

funding the capital expenditure program. 

Wbilr absolute debt levcls are projected 10 deciiDe by almost - L u r i n g  tb-PL Group's 
financing plan will seek to extend maturities and take advantage of current market conditions. 

g 
9 
10 
I I 

CornrncTcial paper balances arc higher than nomial due 10 the construction program at FPL Energy 
Historkally low rales providc an exceIlen1 oppormnily IO term-out cornmncial paper at attractive rates. FPL currently enjoys some ofthe 

tightest credit spreads in the industp. 
Current interest rates also provide an excellent opportunity to replace high coupon debt with low cos1 financing. 

I)-  Florida Powcr Light Company 

13 

if Company short-lerm borrowings and for other corporate purposes. 
f 6 
47 

In ~ p r i l .  2003, Flnnda Pnwer & Liphl issued 5500 million principal amount of 3 1-year first mortgage bonds bearing inttrrs! at 5.625% per 
?car. The proceeds were added to Florida Puwcr & Light Company's gcneral fiinds and are bcing used to repay Florida Power i? Light 

- Florida POWCT & Light plans 10 issue - - h Approximatel-hc 
proceeds \vi11 be used to refinance cxistinp high coupon debt and repay current maturities with the remainder being used for general corporatc 

18 FPL Group Capital 

/ 9  In April, 2003, T.pL Group Capital issued IS00 million of ihrec-year debentures bearing interest at 3.25%. The% debtnturcs WCTC issued 

ew cquity per year. 

7-$ FPLGroup 
29 Xew share issuance related to the Company's cmployce bcnefit plans contributes approximate1 
d) Proceeds from the first forward equity cornrnitrncnt ($575 million) will he received in February 

31 New E p r y  for incremental wind projects in '04 and '05.  

CONFIDENTIAL 
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Cash Generated (5 Million.9 
gel lncorne 
Depreciation and Amorlization 
Increase/(Decr~asc) in Deferred lncorne Taxes 
Deferrals Under Cost Recovery Clauses 
Goodwill Impaimen1 
Restructuring and lmpaiment Charges 
Decrease in Restricted Cash 
Other 

Less: 
Cash Flow From Opemtions 

Capital Expenditures - FPL 
lndepmdcnt Pow- lnvesunents 
Dividends Paid (including equity units) 
Other 

Cash Generation 

Financing Plan 
FPL Group Common Equity 
Inrx-case/(Decrease) in Debt with Equity Unik - Group Capital 
lncrease/(Decrease) in Prefemd Stock - FPL 
Incrcase!(Decrease) in L.ong-Tem Debt - FPL 
lncrease/(Decreasc) in Recoursc Debt - Group Capital 
Increase/(Dectease) in Trust Preferred - Group Capital 
Increase/(Decrease) in Non-recourse Debt - FPL Energy 
Change in Cash I Shod-Term Debt and Olher 

Tolsl Financing 

Cash I (Short-Term Debt) Ket Posilion 

Actual 
2002 

9 473 
908 
219 
135 
365 
207 
232 

2.338 
i20l) 

5 (2,036) 

Forecast 
2003 2004 
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Capital Stroclurc 

Rccoursc Debt 
Prcfmed 
Equity 

Total 

Debt 
PTcfcned 
Equity 

Total 

Pre-tar Intcrcst Coverage 

Actual Projected 

2003 2004 2005 - - 2002 

I 

i 

! 
L-- 

i 
r 
i 
I 
i 

I 
’ 6  i i  ! 

1 I 
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Florida Power & Light Company: 

9 Favorable regulatory environment with 8 rate agreement in place through 2005, with higher revenue sharing thresholds and 
cont inuati on of incentive- based st ruclure . 

Strong Florida economy with continued cuslomer growth abovc the national average. and controlled COSK will continue to 
suppon earnings growth. 

Generation assets wcll above industry average for performance and availability. 
Strong operating cash flow which supports the continued generation and distribution expansion wilhin the service temtory and 

provides incremcnlal support for FPL Group assets. 

FPL Energy 

- FPL Energy is  a growjng energy company which is a leader in owning and operating clean, renewable energy. It is well 
positioned in many regions of tbe U.S. with gencralion assets using diverse fuel SouTces. 

Acquisition of Seabrook Nuclcar Generating Plant'k a solid addition to the FPL Energy generation portfolio, as it is a premier 
generaling asset in the Nonheast and will compliment assets already owned in the region. Seabrook is positioned low in the 
dispatch stack and has proponionately less markct exposure than a typical fossil asset. 

1s the leader in wind energy with approximately 600 MW's of wind projects announced for this year. 
FPL Encrgy has a 'cry moderatc risk profile. In addition to geographical and fuel diversily, the portfoh enjoys Ihe benefit of 

siibstantial long-temi contract coverage, and new asscts will be highly cfficicnt and low cost, enabling them to supporf additional 
contract coverage. 7l ie  business does not depend significanlly on trading to realize value. 

FPL FiberNet 

Earnings should be at or near brcak even for 2003. 
9 While earnings are break-wen, cash flows are positive as depreciation is greater than new capital requiremcnts. 

Fiber network construction has been completed; no additional capital required to maintain. 
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' 4  

FPL Group 
Florida Power & Light remains one of the best utilities iri the country, wjZh 333 sttrac!ivc service territov, a constructive 

regulatory environmeni, and an unmatched track record o f  operational excellence. 
Florida Power & Light will rcmain the dominant source of income and value for FPL Group. - FPL GTOLI~ is investing prudently to build a moderate risk, low cost wholesale generation business. 
FPL Group i s  committed to maintaining jls strong credit profile. 
FPL Group is prudently looking at growth opportunhics. 
- opportunities must be financeable 
- opponunjtjes must fit the Company's strategy 
- opportunities must have returns suficient to support additional equity issuance 

26 
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- FpL Group and FPL operate in a changing markct cnvironment influenced by various lcgislativc and regulatory initiatives regarding deregulation, re~ule;iori 0: 

rcsrruciurine of the energy induflry, including deregulation of the production and saic of electricity. FI'L Group and its subsidiaries will nccd io adapt to these changes 
and may face incrtasing competitive pressure. 

FPL Grnup's and FPL's rcsulE of operations could be affcctcd by FPL's ability to rencgotiatc franchisc agrccmcnts with municipalities and counties in Florida 

- The optration of power gcnerntion facilities involves many risks, including stan up risks, breakdown or failure of equipment, rransmission lines or pipelines, usc of 
ncw ttchnalogy, ihc depcndcncc on a specific fuel SOUTCC or the impaa of unusual or adverse wearhcr conditions (including natural disaskts such as hurricanes). as 
~ ~ l l  as the risk of ptrformencc bdow expected or contracted levels of outpui or efficiency. T h i s  could result in lost tcvcnue~ a n d o r  increased cxpcnscs. Insurance, 
wananlies or performance guarantees may not cover any or all of rhc IOSI revenucs or increased expenses, including the cost of replacement power. In addition to these 
risks, FPL Group's and FPLt nuclear units facc cemin risks that are unique IO #he nuclear industry including the ability to dispose of spent nucleat fuel, as well a s  
additionat regulatory actions up to and including shutdown of the units stcmming from public safety concerns, whtthcr at FPL Group's and FPL's plants,, or at the plants 
of uiher n~~c l r a r  uperators. Breakdown or failure of an FPL Energy, LLC (FPI. Energy) opcrating €aciliv may prevent thc facility from performing undcr applicable 
power sales aprcements which. in certain situations, could result in termination of the specrncnt nr incurring a liability for liquidated damage .  

FP1. GTOUP'S and FPL's ability to succcssfully and timely complctc rhcir power generation facilities cunenlly binder c o n s i n d o n ,  those projects ye1 to bcgin 
Constructton or capital improvements to existing facilities is contingent upon many variiblcs and subject to substantial risks. Should any such LITOM be unsuccessful, 
FpL Group and FPL could be subjccc to additional costs. temnination payments binder cnnirnined cnnaacts, andlor the witc-off of their invcsncnt  in the project or 
irnprovcmcnt. 

FPL Group and FPL usc derivative instrurncnu, such as swaps, options, futures and forwards io rnansgc their commodity and financial markel risks, and to a lesser 
extent, engage in limiicd trading activities. FPL Group could rccognizc financial losses as a result of volnility in the market values of thesc contrscts, or i f  a 
cnuntcrparry fails tn perform. In the absence of aaivc ly  quoted markcr prices and pricing information from cxtcmal sources, the valuation of these dcrivativc 
tnstrumtnts involves managcmenl's judgment or IISC of' estimates. As a tesult, changes m thc undrrlying assumptions or ust bf ahtmetivt  valuation methods could 
arrect the reponed fair value of these contmcts. In addition, FPL's use of such instrumcnts could be subjcct tu prudcncy challcngcs and if found irnprudrnL cost 
recovery could be disallowed by h e  FPSC. 

- Thew arc othcr risks associated wiih FPL Group's nan-rate rcgularcd businesses. pontcularly FPL Energy. In addition to risks discussed clscwhcre, risk factors 
specifically affecting FPL Encigy's succcss in competitive \uholesalr markets includc thc ability to efficiently develop and opetare generating OSSCIS. the succcssfi~l and 
!imr)y rompletion 0 1  projtrt rrchucturing activiricr, maintenance of the qualifying facility status of ccnain projccts. the price and supply of fuel. transmission 
conmainrs, competition frnm new sources of generailon, eacess generation c.apacity and demand far powcr. There can br significant volatiliiy in marker priccs for fuel 
and clccmciv, and there arc othn financial, counterpamy and markct risks that arc beyond ihe  control of FPL Ennugy. FP1. Energy's inability or failure io effectively 
hedge its assets or positions against changes in commodity prices, interest ratcs, counterpany credit risk or othcr risk mcasurcs could significanrly impair i ts  future 
financial rcsulfi. in krcpinp with industry trends, a ponion of FPL EnCtgy'S power generation faciltrics operate wholly of panially without long-term power purchase 
apccmcnts. As a rcsuk powyo from these facilities is soM on the spot market or on a shon-tern conrracrual basis, which may afiect the volatility of FPL Group's 
linmrial rcsulis. In addition, FPL Energy's business depends upon rransmission faciliiies owned and operated by others; if transmission is disruptcd of capacity is 
inadcquatr or unavailable, FPL Encrgy's ability to scil and dclivci irs wholesale powcr may be limited. 
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-P I  
Cnurioirory Staremenrs and Risk Fucrors rhnt rnuy Affec? Future Reslrlls (conf'd) 

JVL Group i s  likely to eiicniinlcr significant competirion for acquisition opponunities that may become available as a result of the consolid$on of the power imh.mq. 
In addition, FPL Group may bc unahie lo identify amactive acquisition opportunities at favorable prices and lo successhlly and timely complete and inregrate them. 

FP1. Group and FpL rely on atccss to capital markets as a significant source of liquidity for capital requiremcnrs not satisfied by operaling cash flows. The inabiliry 
of FPL Group and FPL 10 maintain thcir cuncnt crcdit ratings could affect thcir abil iv to raise capital on favorable terms, particularly during timcs of uncertainty in the 
capital maficts, which. in turn. could impact FPL Group's and FPt's abiliry to p o w  their businesses and would likely increase interest COSIS. 

FYL Group's and FPt's results of operations can be affected by changes jn thc weather. Wealhcr conditions directly influence the demand for electricity and namral 
gas and affect the price of mergy commodities, and can affect the production of electricity at wind and hydro-powered facilities. In addikion, s e v m  weather can be  
desrmciive, causing otiiapcs and!or prop~fly damace, which could require additional costs to hc incurred. 

- FPL Gioup and FP1. are suhjccl lo costs and othcr cfkcts of legal and administrative proceedings, senlemenls, invtstigations and claims, as well as the effect o i n e w ,  
or changes in, tax rates 0: policies. Tales of innatiun. accounting standrrh,  sccuridcs laws or corporate govcrnancc requirements. 

- FPL Group and F1'1. are suhjecl 10 dircct and indirect effccts of tcrrorist threats and activities. Generation and transmission facilities, in general, have been identified 
as potential targets. The effccts or terrorist thrcats and activities include, among other things, tcnonst actions or responses to such nctions or threats, the inability to 
gcncratc, purchase or transmit power, the risk of a significant slowdown in growh or a dccline in the U.S. economy. delay in cconornic recovcry in the United Statcs, 
and !he increased cost and adequacy or security and insurancc. 

FPI- Cjtoup's and FPL's ability to obtain insurance, and the cost of ahd coverage providcd by such insurance, could be affected by national cvents as. well as.company- 
specific tvents. 

* FPL Gioup  and FPI. are suhjecr to cmployee \vorkforce factors: including loss OT retirement of key cxccutives, availability ar qualified personnel, collcciive 
bargaining agreements w i h  union employees or work stoppage. 

Thc issucs and associatcd risks and uncenainties described above arc nat the only ones FPL Group and FPL may face. Additional issues may arise or become material 
as the energy industry evolves. T h e  risks and uncertainties associatcd wirh these additional issues could impair FPL Group's and FPL's businesses in the future. 
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(Millions. Excepr Pm Share Amounrs) 

FIIL 
Summary GR-iUIF3 

FPL Group Net Income ‘I’ 
(Millions) 

1 

Net Income (’I 

Florida P o w e ~  & Light Company 
FPL Group C37itaI & Ccrpcrete 

Total 

Earnings Per Sbare ”) 
Florida Power & Light Company 
FPL Group Capital & Corporate 

Total 

Weighted - Average Shares Outstanding 

1 1 3001 2002 2003 

For the years ended December 3 1, 

2003 2002 ’ Change 
!$ 733 $ 717 E 16 

138 114 24 
$ 871 5 831 5 40 

-- 
- _ _ _ e  

-_.F 

S 4.12 fi 4.14 (% 0.02) 
0.77 0.66 0.1 1 -- 

s 4.89 $ 4.80 s 0.09 -- 
178 173 5 

r 

FPI, Group Earnings Per Shart ‘” 

2800 ZOO1 2002 2003 I 

“j €Aide.< rhe/o/lowing irems: 
2003- nrmulariw rflccr ojon accounting change ar FPL E n c r D  (63 million charge). ne! unrcdized mork.ro-marker gain3 associared with nom-qualifjring hedges ($22 million) 
2002. clcrnulatwe e g w t  u j a n  ancounling change at FPL Energy (5222 million charge} . ner unrealized murk-m-marker gain.$ ussocialtd with non-qualifying hedges 
($1 million), renmcrurinp and rmpuirmen! charger ($137 million). ratwe for leverage leases (530 million chorgc). and a Rain on sertlcmenr ojlRS litigorion ($30 million) 
2001- mergur-rtlolrd expense ($19 ntilllon). nef unreafiiud mark-to-markct gains uwocicred wirh non-yirolr&ing hedges {SP mtllian) 
7000- mprger-reloled mpense (S4J million) 
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Operating Cash Flow 
(iclillitms) 

12338 $2.440 

- \  
.*- -.. - 

(Millions) i 2003 2002 2001 I Net cash provided by operations less cost recovery clauses $ 2,440 5 2,203 $ 1.53 1 

1 Capital expenditures of FP&L (1,383) (1,2563 (1,154) 
Independent Power lnvcstmenrs (1,461) (2,103) (1,977) 

(377) 
‘sOO) 1,657 
1.077 

1 Cost recovery ciauses ( : 54) 125 4!?  

on common stock (4251 
et debt issuance (reduction) 1,326 110 

Common stock issuancc 73 378 

Issuance of Debt with Equity Units 
Common stock repurchases 1 

1 Retirements of preferred slock - FP&L (228) 
(293) 40 (138) 

Increase (decrease) in cash and cash equivalents S (137) f 184 S (47) 

Condensed Consolidated Statements of Cash Flows 

----- --- 
*‘& In February 2002 and June 2002, FPL Group issucd S575 million and 5506 million of 

dcbt with equity unit purchase contracts, respectively. The equity associated with lhese 
contracts will bc issued on or before February 2005 and February 2006, respectivcly, 
resulting in cash inflows of approximately $1.1 bitlibn. 

I \Vcighlrd-Avrragc Shares 
Outsiondini 
(Mi Ilions) , 

! 

I 
,78.2 

In June 2002, FPL Group issued 5.75 million shares of common stock. 

During 2002, h e  company changed the method of providing shares to participants in 

T h i s  change is expected IO provi 
and each year lhereafier. 

several employer: benefit plans 

1 Ln February 2004, FPL Group raised its annual dividend by 3.3% to S2.48 per share. 
This increase resuiis in a 49% payout ntio of 2004 estimated carnings excluding any 

I 

\ 
3 
?? 
ct 

b 
7 

4 
8 

la 

tL 

’ AssurninR dilution 

2 
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FPL 
FPL Group Liquidity Resources (millions) 

GROUP 

Maturity 

Syndicated Facilities 
Octobcr 2004 
October 2006 

Total 

Florida Power & 
Ligbt Company 

$500 
500 

$1 .ooo 

FPL Group 
Capital, Inc 

$1,000 
1,000 
s2.000 

Total 

$1,500 
S ,500 
$3,000 

\ One of the larger credit facilities in the industry. 
3 Consists of 33 banks including investment banks. 
3 9 FP&L's letter of crcdit portion of the facilities is $250 million and FPL Group Capital's 

letter of credit portion of the facilities is $500 niillion. fl 7 The facility has a highly diverse bank group. Cjticorp USA, lnc, JP Morgan Chase Bank, 

3 
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FPL 
Debt Maruritics (as of 7/9/04) 

0 FPL Group Capital Debt Defeased 
with Equity Unit Proceeds 

$2,000 1 

i 
$l  7500 'I 
s1,ooo A I 

I 

$500 { 
$- 

S hort- t e m  
debt 

- Debt Maturities 
(M ill i on s) 

5575 million of 
equity unil 
proceeds to be 
received 

I1 
2004 2005 

Florida Power & Light 
$506 million oi 
equity unit 
proceeds to be 
received 

0 
I I  

2006 2007 2008 

= Short-term debt net of cash as of 7/9!04. 
Excludes FPL Energy and FPL Fuels. - FPL Group Capital refircd SI75 million of debentwes on 6/1/04. 

4 
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FPL Group Pension Position 
(as of 9/30/03) 

(mi Ili o n s) 

Fair Value of Pension Assets $ 2,697 

Pension Benefit Obligation 1,499 

Funded Status $ '1,198 

. Weighted average discount rate used for determining benefits is 5.50%, which was 
decreased from 6.00Y0 in 2002. 

Expected long-term rate of return is 7.75%. 

FPL Group's pension stahis ranks very favorably relativc to its peers. 

5 
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FPL Key Operational 3ndicafors 

Cusiorner Growth - In 2003. FP&L's avcregc numbo or customer accounts p c w  by morc than 97,000, or 2.4%, to morc 
than 4.1 million. The clcctriciiy usage olFPBL's cwomcrs also continued IO rise in 2003, up 1.7% 
over thc prcvious year. 
Elccrriciry s a l a  (excluding intcrchange sales) reached an ell-lime high of 100.85 billion kWh in 2003. 
;;p;cjinijn~ i ribsiaritjzl h c r u r  d4.% 3 . ; ~  X C ?  sak.  . Over ihe last three years. Fionds's ntc ofpopuleiion powih has been h e  highest among the notion's 
largest sraics. and its populerion has increased by ncsrty unc million people. Six ofrhc 10 h e s t  
Fowing metlo 3rcas in the US. 3rc in Florjda. and half nllhose arc lacared in FPkL's service tenimry 

Cost Control 
T h c  company's operarinp and maintmancc cnsM grew modestly in 2003 despite the increased costs or 
nuclcar maintenance, crnplnyce hmefrls, and insurance. FP&L'$ COS[ pn kilowan.hour rcmain 
csscniially ftai and wcll bclow thc industry average. 

Availability I Performance - Fossil plan1 performance ~crnainrd a1 high levels in 2003. Fossil plant svailabilily q u a l 4  90%. which 
was abort rhc industry avcragc of 87%. 7hc  availabiliry of thc company's nuclear plsnts wns 91% in 
2003, which was slightly abovc Ihc industry svcrsgc. Thc decline in nuclcar availability was primarily 
due io rcactoi vessel head inspections. mandated by thc Nuclor  Rcgulafory Cammission. 
Thc 2003 World Association of F]uckar -aim Index lo! thc Company's Florida plants was 95.6. 
down from 2002's value of 99.3. This rcduciion can bc amibuied to inneases m outogc duration and 
collcnive radialion cxposurc os a rcsult olthc rcacror vessel head inspections and repairs. 

Customer Core - Smcr launching o mqor  initiative in 1997, {he rcliabiliv o f  FP&L's powci delivery has continued lo 
injpiorc cvcry yew. ln 2003. tlic svcrbgc miuunt of time t s c h  ofFP&L's customers w u  without 
powci was less than half the most recently rcportcd i n d u s c  average. . In 200-7, FPRL was rsh.l second highest in the southern repon and 10th best nationally in overall 
cusiomm setislaction by J.D. P o w a  and Associates. Funhermorc, FP&L c m c d  the prestigious Crnter 
of Exccllcnrc crnificot~on from Pufduc Uni\.eniry's Cciitcr for Customer-Dnvm Qualip- the only 
clccmc utility IO bc so honorcd. '1%~ award placcs thc cnrnpany's cusiomn care crntcrz DC nmr warld- 
class status. 

hggrcssivt Carl pcduction 
lhiiity OLM Cents pcr Rrtnil kwh"' 

Fnrril 
Avsilability 

92 94 96 98 Do 01 02 03 
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FPL Customers, Sales and System Capacity 

Actual 
2003 

Custvuiers and Sale>: 
Average Cuslorner Accounts (thousands) 4,117 
Energy Sales (million kWh)"' 100,850 

System Capacity (MMW)'~': 
Company ~ l a n t s l ~ '  
Purchased Power 

Total Capacity 

Summer Peak Load 
Demand Side Management 

Finn Summer Peak 

Reserve Margin (70) 

Actual 
2003 

3 9,056 
3,141 

22,197 

19.668 
2,717 

1 6,95 1 

- 
- 

18 

Forecast 
Averagc 

Growth Rate 
2005 2006 2007 2008 2004-2007 --- 2004 

4,223 4,308 4,394 

102,000 104,814 107,961 

4,482 

1 1  1,200 
4,572 

114,536 

Furccast 
200s 2006 2007 2008 --- 2004 

19,130 21,021 21,020 22,162 
3,547 3,127 2,991 2,046 

22,677 24,148 24,Ol I 24,208 --- 
20,297 20,799 21,331 21,851 

22,486 
2,046 

24,532 

22,289 
1,510 1,589 1,667 - 1744 r 1,822 

20,467 18,787 19.210 , 19,664 ~ 20,107 

21 26 22 20 20 

2 .O% 
2 -9% 

FP&L will mcet futurr growth by expanding system Capacity by 25% ovcr thc next ten years. 
During 2003. FP&L completcd thc addition nf iwo new gas-fired combustion iarbines at i u   for^ Myers site and the rcpowcring of Sanford Unit No. 4, totaling 
apptoximarcly 1,300 MW. 
Fp&L is construtting Dppraximalcly 1,900 MW of natural gas combined cycle gcncralion YI 11s Manin and Manatee sites with a planned in-service date of Junc 2005.  
In  2003, FP&L issurd an RFP for additional power resources of approximrtcly 1,100 mw beginning in June 2007. In January 2004, aAcr evaluating allcmative 
proposals, Fp&L concludcd that its plan 10 build a ncw naturdl gas-fired plant or its Turkey Point site wa5 the best and mosr cost-effective option ID provide rhc I ,  1 0 0  
34W. In  June 2004. thc Florida Public Service Commission unanimously approved Flarida Power a. 1 .ighr Cnmpony's proposed Turkey Point pourer plans expansion 
plan. Thc PSCr dccision, along with project rccommmdations from other stale apcncics, including rhc Dcpirtmcnr of Environmental Protection. arc all needed to 
complcrc Florida's camprchensivc power plan: sire ccnificatiun process. The state proccss includes a hearing by an adrninisaativc luw judge scheduled for 
Scptcmbcr 7- 10, followtd by review and a final dccision on the projccl from the gavemor and Cobinct. That review i s  txpeued to  take place early next year. 
Additional approvals also arc needcd from scvcral fcderal agcncics. 

I:' Erctudtr inlrrchmgc pnwct aaks.  
''1 h c r a ~ i c r l r y s r c m  c a p r i c  rckrrs Ihr rapvcilv pmjerrcd IO k in x n * i c c  by 3unt in order lo meet summer peak load. Prnicctrd peak !cad includes rflccl 01 eairling energy 

tnn~rrrarinn. kkmanil sidr manvgcmcnl includrz load mannpcmi ,  load tunrid and incrcmcrilal energy ccnstrvaliim. Based on 10 yur  Sile Plan doicd 2UO4-2013. 

Rrprsrnu FPEUL's n n  ovncnhrp inlertsl ~n p h i  uapzcily. !': 

CONF IDENS IAL 
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FPL Cap ita2 Expen diirires 

FP&L's capj tal cxpcnditures for the 2004-2007 period are expected IO be 
approximately 56.4 billion. Expenditures reflect the construction of the 
?.~nrtin.'?i~:x~tec cqmciv cxpznsion, Twkey Psint capacity expansinn, 
and steam generator and reaclor vessel head replaccment costs. 

Due lo projected customer growth, FP&L will be adding approximately 
3,000 MW's of new generation over this lime period. 

Approximately $2.3 billion, or 35% ofthc total capital expenditures 
arc for distribution costs lo nice1 customer growth. 

FP&L maintains a funded storm reserve, currently at approximately 
3208 million, IO cover the cost of any damage to its transmission and 
distribution system caused by a storm. 

Capital Expenditures (Millions) 
Generation 
Trdn smi ss ion 
Distri hution 
Gcneral and Other 

1,ong-Tem Debt Maturities 
To~al Capital Expenditures 

Total Capital Requirements 

-7 ,_- .-.- ----- _-- 

'I 
I FP&L Capital Expeaditures ' I 

1 I I 

j 

i 
i 
1 

i 
(Millifins) I 

i 

Actual Projected 
2 003 2004 2005 2006 2007 

Z 617 S 770 S 826 S 679 S 
134 173 I92 166 
564 494 555  602 

86 116 115 114 
1,401 1.553 1 ,C88 1.561 I >so 
70 0 500  135 0 

5 1,471 S 1,553 5 2,188 ,.$ 1,696 S 1,SSO 
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! FPL Regularoiy Update 

3 2002-2005 Rate Agreement 
'j In February 2004, approximately $3 million was refunded IO customers under the revenue sharing agreement 'for the period 
Y January 1,2003 to December 31,2003. 
f The F?c+dz S~p:eme Court he& crz! srg~!men?s or! Noucrr?her 6 ,  2003 in the Smith Flnrirla Hospital & Healthcare Association's 

appeal of the FPSCs approval ofFP&L's 2002-2005 raic agreement. There is no definite time period for the court to enter its 
1 drrisinn nn the anneal. FP&L belicvcs that SFHHA's Dosition is unfounded and FP&L feels that an unfavorable rulinn from 5, 

I -  

/ 3 a base rate increase if its retail base ratc earnings fall below a 1 O% TC~UITI on equity during the tem of the 2002-2005 rate 
tf agreement. 

66 213% to customers S3,780 
100% lo customers 63,940 $4,040 

etail Rate Case 

negotiarion, or a rate case. 
2 6  Thc current rate agreement expires December 3 I ,  2005. ThTce oplions exist for a new rate agreement: legislative action, rate 
Lr 
2 2  FP&L is preparing for a possible filing for new rates on March 1, 2005. A test year letter is likely to be filed in Septcrnber 2004. 
~3 The test year letter notifies thc FPSC of FP&L's inlent to filc for new rates and requests the test year that FP&L will utilize. 

CONFIDE NT1AL FPL1624 16 



FPL Regidarory Updore 

Florida Public Scrvicc Commissioners 

Commissioner Party Serving 
Began 

Braiilio L. B a a  (Chairman) R 
J. ' I  crry Ueason L) 
Lila A. Jabcr R 
Rudolph Bradley R 
Charles M. Davidson R 

scp-00 
Fcb-4 i 

Jan-02 
Ian-03 

Fcb-00 

Term 
Ends Background 

Jan-06 Anomty; Exccurivt Assistant to a Former PSC Commissioner 
jan-Ci7 Chief Rcg. A ~ ~ u i y r l :  h i  iiw FL GFfiie of PiS:ic C=insc!; Exec. *%:sit:. !c 2 PSC CcEmioricnc! 
Ian-05 Attorney; vanow posilions ai PSC 
Jan-06 Businessman; FL 13tpt. of Education; FL House of Rrprescntarives 
Jan-07 Various positions in Florida Stair Gowmmem; Anomcy 

GridFlorida 
On December 15,2003, the FYSC issued an order outlining the procedural posture and ctsiablisliing three workshop dates for GridFlorida. The pricing 
workshop was held March 17-18, the markel dcsign workshop was held M 3 y  19, and the "wrap-up" workshop, schcdulcd for August 5, has k e n  
c-ancclled. 

end of Scptcmbcr 2004. 
T i e  GridFlorida companies have signed a contract with ICF lo perform a cost benefit study. The goal is io have the study completed by thc middle io 

9 The Commission met on June 30 io discuss Ihe cost-hencfit study and its assumptions. 
GridFlorida rcsula are not cxpected to be materially posilivc ox negative to the utility's cash now, income. tic. 

Feeds Defemination 
In April 2003, rhr Florida Governor and Cabinet approved FPL's Manatee and Martin plant expansions. Consln~clion commenccd in May 2003 and 

On April 9,2003, CPV Gulfcoast, Lid. filed ils inirial brief for i t s  appeal lo h e  Supreme Court of Florida challcnginp the FYSCs 2002 approval of the 

On A U ~ U S I  14,2003 FPl- announced ihc need 4 0  incrcase i t s  power resources in 2007 to respond to significant growth in Fiorida, particularly South 

will bc completed in 2005. 

Martin and Manatee rrpansion. The Sqmrne Court affirmcd the FPSCs Order in June 2004. 

Florida. In Aueust 2003, FPL issued a I U P  invirine olhcrs lo ptoposc a more cost-cffcctivc alternative for rnrcting t h i s  gcncrafon need. Rcsponses to 
th KFp were evaluatcd against the 7urkty.Point alternative. 
In lanuary 2004, FPl. selected ils TurkcY Poinl alltrnative as the best and most cost-efkctive way to meet this need. - Calpinc. a bidder to the AFP, was panted intervention in this docket. Calpine voluntarily rernovcd itself from the docket on May 21. At the June 2 

The final order was issued nn June 18.2004. 

Other 
Cnst recovery clauses, which arc dcsipned lo permit full recovery of certain costs and provide a rcmm on cenain asscis allowed io be recovered 

hearing. the Commission rendered a favorable bench decision approving FPL's need and a l l  of \he issues, which were stipulated to between the partics. 

through the various clauses. include substantially all fuel, purchased power, and intrrcliange cxpenscs, conservation, and certain environmental-related 
expenses, cenain wvcnue taxes and franchise fees. The estimated actual clause filings for 2004 will be made in August 2004. Projected clause filings 
for 2005 will bc madc in Scptrmhcr. All filings made in 2004 will be rcviewed by the Commission at ahc Clause Hcarines scheduled for November 
8-10,2004, 

CONFIDENTIAL 
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FPL Nu clear Update 

Decommissioning 
For ratemaking purposes, FP&L accrues and funds for nuclear decommissioning costs over h e  expcctcd sewice life of each unit based on studies that arc 
filed with the FPSC at least every five yrars. The most recent studies, which became effective May 2002, indicate that ~ % L ' s  ponion of thc future cost of 
decommissioning i ts four nuclear units, including spent fuel storage, is 56.4 billion, or 52.1 billion in 2003 dollars. The fund balance is very well funded. 

value of an assel retirement obligation (ARO) be recognized in thc period in which it is incurred with the offsetting associated assct retirement cost 
capitalized as part nf the carrying amount of the long-lived asset. This had the effect of increasing total assets and liabilities with no substantive economic 
change. 

Bceinning JanuaTy 1.2003. FP%L began rccopizing nuclear decommissioning liabilities in accordance with FAS 143, which requires that a liability for thc fair 

Spent Firel 
FPAL is purstiing varions approaches io further expand spent fucl storage at the sites, including increasing rack space in i t s  existing spdnt fuel pools and/or 
developing the capacity to store spent hiel in dry storage containers. FPWL has submitted liccnse amendment requests IO h e  NRC Cor approval of additional 
starage racks. Approval nf thcse requests is expected in Summer 2004. Once installed, thcsc racks will extend h e  storage capacity such that thc ability to 
store spent fuel w i l l  not be lust until 2008 at St. Lucic Unit No. I ,  2010 a1 St. Luck Unit NO. 2,2010 at Turkey Point Unit Yo. 3 and 201 2 at Turkey Point 
Unit No. 4. If approved, the dry storage containcrs could bc located at FP%L's nuclear plan1 siics andlor at a facility operated by PFS in Ulah. - FP&l.'s ahjectivc regarding spent hcl pools are such that thcy can accommodate a full tort o f h a d .  

Lictnse Eatension 
'The 'I'urkey Point Units Nos. 3 and 4 receivcd operating license extensions in 2002, which give FP&L thc option 10 operate these units until 2032 and 2033, 
respectively. The NRC Extended the operating liccnses for SI. Luck llnirs Nos. I and 2 during 2003, which give FP&L the option to opcntc thcsc units until 
2036 and 2043, rcspcctively. FP&L has not yet decided to excrcise the option to operate past the original license expirsttion dotes. although W%L i s  
continuing in take actions IO ensure the long-term viability of the units in order to preserve this option. The decision will be madc for Turkey Point &its 
Nos. 3 and 4 by 2007 and for St. Lucie Units NOS. 1 and 2 by 201 1. 

Reactor Vessd Hcrd Rcplaccmrntsl Oulage Dates - FP&L anticipates replacing the rcactor ~ ~ s s e l  heads at Turkcy Point Units Nos. 3 and 4 during their next scheduled rcfueling outage in Fall 2004 and Spring 

-The rcactor vessel head a1 SI. Lucie No. 1 is scheduled to be replaccd in the Fa11 of 2005. T h e  teactor vcsscl head and steam generator at St- Lucie No. 2 
2005, respectively. 

will be rcplaccd in the Fall of 2007. St. Luck Wo. 1 will also haw pressurizer heater sleeve pcnctrations replaced, and St. Lucie 3 0 . 2  will haw the 
pressurizer repaired. 
Even with these increased costs,. nuclear Icmains the lowest cost of generation. 

I 1  
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FPL FFL Cash Gerierarion and Financing Plan (millions) 

Actual Projected 
2003 2004 2005 2006 2007 

Cash Generated 
Cash Floy from Operations 
Capital Expenditures ' 
Other 

Total Generated / (Uscd) 

Financing Plan 

$ 1,557 E 2.095 $ 2,051 S 1,878 !5 1,949 
(1,383) (1,512) ('1,648) (1,533) (1,520) 

(1 82) (2 1 6 )  (237) (248) (273) 
!i (8) $ 368 S 165 S 97 S 156 

Issuance of Long-Term Debflreferred Stock $ 877 5 546 S 940 $ 197 5 297 
Retirements of Long-Term DebllPreferrcd Stock (61 6) 0 (500) 0 0 
Net Equity (to) from FPL Group f 128) (744) (2 55)  (273) ( 5 5 5 )  
Change in CasWShort-Tern Debt 

Total Financing 

Cash I (Short-Term Debt) Balance % (626) S (457) $ (106) S ( 8 5 )  $ (187) 

Clause Deferrals ' S (186) S 198 S 144 E 48 S 1 

' Capital expenditures trcludt equity ARTDC 
' Included in Cadi Flow from Operalions 

12 
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Capilal Structure: 
Debt (Incl. CP) 
Preferred 
Equity 

Total 

FPL Fin an cia1 Rrr iios (m illiu 11 s) 
/ - 

i 
1 

Projtctrd Dchr Ratio 
Actual 
2003 2 004 200s 2006 2 DO? 

S 3.704 S 4,079 $ 4,180 S 4.360 5 4,763 1 
5 25 25  25 2s I 

6,004 6,06 1 6,558 7,009 

p- 

$ 9,713 S 10,165 S 10,763 5 11,394 , S 11,968 
'.-- ._ -_ -- - 

Capitalization Ralios: 
Debt (Incl. CP) 
Preferred 
Equity 

Total 

7 ,,-.-. -._I-_ .-- 

I 38.1% 40.10/0 38.8% 39.3'/m 39.8% i FFO / A w r i E t  Told Dehi 
0.1 ?4 0.2% 0.2% 0.2% 0.2% I 1 

y'ax 45J% 
61.8% 59.6% 60.9% 61.5% 

100.0% 100.0% 100.0% 100.0% 
P i ._* 

i I 
i J  I 

FFO Interest Coverage. 9 . 1 ~  1 1 . 8 ~  9 . 5  P.3x 

Prc-Tax laterest Coverage 7.7x 7.5x 6.2x 5 .ax 
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FPL 
GfUJP, 
CAPITA- FPL Energy LLC Project Locations (As of June 3,20U4} 

FPL Energy Gemrating Facilities 
Regional Focus 

(net MW in operation and under construction ) 

MAlIS, MAPP & SPP: 602 MW 

NEPOOL: 2,741 M W  

FJYPP: 108 n w  

YJM: 1 ,I  58 M w  

WECC: 1,947 MW 

SERC: 1,628 M W  

ERCOT: 3,328 M W  

0 No major acquisi\ions h a w  been annound since 

9 This map docs not rctlctt thc sale of the Multinadc 
Seahrook in April 2001. 

BSSCI. 

I5 
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Diversified Portfolio 
(T'rojecled Year-end 2004) 

Fuel Diversity Region a1 Diversity 

West 
17% 

FPL Energy i s  well diversified, both geographically and by fuel source. A portfolio of diversified 
assets in P region reduces risk and/or increases returns for a given level of risk. 
Furthermore, FPL Energy's wind assets are diversitied across multiple wind regions. 

maintain environmental compliance compared to many others io the industry. 
- More than 9U% of  FPL Energy's electricity i s  generated by clean fuels; substantially reduced costs to 
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\ rFL 
GRh3lL-P 

W ell-Hedged Position 3 

2004 Contracted 
Capacity 

FPL 

FPL Energy 8 8 % 

0 
’Wind (3) 

Contracted (3) (‘I 
Mer chant 

Total FPL Group (‘I 98% 

NEPOOL (4)(6) 

ERCOT (4) (’I 

All other (4’(B’) 

FfL Groupis generadon ponfolio is 98% hedged, when considering the utility portfolio has a dedicated customm base. 
Approximalely 88% ofFPI, Energy’s ponfolio is under contract for the remainder of2004.2005 is already contracted 70%. 
FPL Energy’s target i s  10 have approximalcly 75% of its capacity under contract, over the following twelve-month period. tapering off 
to approximalcly 50% lhereafter. 
More ihan 90 percent of cxpecled 2004 gross margin is hedged 

?he weighted averagc contract Iife on FPL Encrgy‘s entire portfolio i 
All fume contracl coveragc ralios reflect the addition of thc sale of Bastrop. 

\Vclphird rvrnpe &srd nn ?tW estimated carninp calrulrtiiin ( F P L  I4X; FPL Energy S CyrorrR 41 

7 
s 
4 
\o 

\& 

1 ’ 3  
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FPL 
GROUP 
CAPITAL FPL Energy LLC Project Activity 

In-Sentice , 
Projects in Construction Location Fu cl Net MW- Date 

Marcus Hook 750 744 2nd Half 2004 

Total 744 

PA Cas 

The majority of Marcus Hook 750's remaining construction costs will be covered by draws on the $400 million 
a Construction Term Facility, completed in July 2003. 

3 Seabrook is expected to undergo a power 
~ f -  Thc uprate i s  expected IO cost approximatel 

ld increase plant capability by approximately 100 MW's. 

20 
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1 FPL 
3 GKOUP 3 CAPrTAL Sea brook 

t/ Seabrook 2003 Operating Performancc 
$ 
b - Industrial Safety 
7 
? 
4 
(0 
14 

Operating performance increased substantially, setring several new site rccoTds: 

- W A N 0  Performance - 100 
- Number oi continunus d a y  online - 44u 
- Shorrest refueling outage - 25 days 
- Significant operating expense savings 
- Reduction in staff for 2003 1's. 2002 w a s  5 . S %  (this includes employecs and contractors) 

I 

14 License Extension 

&I recapture the period of non-operation from 1986 to 1990, in addition lo a 20-year license extension. l fg~antcd ,  these approvals would extend the 
&& t e r m  of the hWC operating license for Seabrook to 2050. 

n e  current operating license lor Seabrook expircs in 2026. FPL Energy intends to seck approval from the NRC to extend the unit's l icensc IO 

23 Seabrook Uprate 

d 
27 The uprate is expected to cost approximately %45 million. 

Preparations are in  progress for a power uprace a1 Scabrook that is expected to incrcase plant capability by apprnximarely 100 Mw's. This uprate 
will be implerntnbd in twu phases and requires approval by thc NRC and the New England 1SO. Thc main portion ofthc uprate is  expected to be 
impiemented in the spring of'2OUS and the final portion in the fall of 2006. 

3 8 Decommissioning 
&4 Comprehcnsivc studies arc filed \virh the New Hampshire Nuclear Dccomrnissioning Financing Commitlee every four pears, with updates provided 

3 with spent fuel storage. is $1-5 billion. or 9553 million in 2003 dollars. AI December 31,2003, thc ARO for Seabrook's nuclear decommissioning 
annually. These studies indicate that FPL Energy's 88.23% ponion of the ullimale cos1 o f  decommissioning Scabrook, including costs associated 

totaled approximalely S 163 million. 
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PPI 
CZEUP* 
CAPITAL FPL Energy Business Strategy 

I 1 

9 Maximize value of currcnt ponfolio 
- Cos1 control 
- Operational reliability 
- Risk management 
- Asset optimization 

Expand marker-leading wind position 
- New development 
- Suppon policy trends 
- Acquisitions 
- Explore intcmational 

Bui Id portfolio incrcmentally and selectively 
- Nuclem 
- Fossil (includes QF partners) 
- Acquisition Criteria: strategic, largely hedgcd/"deep in the money", operational upside, immediately accretive to earnings, 

fils Ihc portfolio, financeablc, attractive economics 

22 
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FPt 
FPL Fiher.Net 

CROUP 
CAPITAL 

1 1 

W P aim Beach 
Boca Rabn 
Ft. Lauberdale 

FPL FikiNet Netvrotk Mlami 

I FPL Fiberset provides wholesalc fiber-oplic serviccs and fiber-optic cahlc 10 lnlernel service providers and local, 
dislance and wireless telccomrnunications companies in Florida. 

'W P aim Beach 
Boca Rabn 
Ft. Lauberdale 

, Miami 
7 ,,- 

I FPL Fiberset provides wholesalc fiber-oplic serviccs and fiber-optic cahlc 10 lnlernel service providers and local, 
dislance and wireless telccomrnunications companies in Florida. 

long- 

* Since being formed in 2000, FYL FiberNer has successfully added IO its inter-city fiber-optic network and completed intra- 
city nctworks in most of the state's major menopolitan areas. During 2003, h e  company added the lalcst generation of 
Ethernet sewices for any enterprise wishing to upgrade their existing IelecornmunicaIions network. 

Although the telecommunications sector has been depressed for some timc, FPL FiherNet remains in a strong position 10 
benefit horn a marker rebound and future p w h  in voice and data communicalions. 

FPI, Fiberset is basically a breakeven proposition. 

CONFl DENT IAL 
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3 asset Sales 

9 . Procceds were used to reduce debt. 

to Adelphia Note Receivable 
f On June 3.2004, an indirect subsidiary of FPL Group, hc. sold a note receivable from a limited pamership of which 

1% Olympus Communications, L.P. is  a general partner. Olympus is an indirect subsidiary of Adelphia Communications Corp. In 
1% June 2002. Adelphia, Olympus and thc linlited partnership filed f o ~  bankruptcy protection under Chapter 1 1 of the U.S. 
13 Bankruptcy Code, and the note, which was due July 1, 2002, is in default. The note receivable was sold for its net book value 

16 proceedings, less related transaction costs which are not significant. 
17 . Proceeds were used to reduce debt. 

( of approximately 5 127 million, including accrued interest through the date of thc commencement of the Chapter 1 1 

1% LblG 
19 An FPL Group affiliate has signed an option agreement with El Paso Corporation lo participate in the ownership of a LNG 
@I terminal under development in the Bahamas and an associated pipeline that will transport natural gas from the terminal to 
A/ Florida. 

43. No commitments have been made at this time, as wc continuc the evaluation phase. 
- Three projects in the Bahamas have been announced. 
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FPL 
GRDUP M i x .  FPL GOUP Items (Conf’d) 

En vi ro n rn e n t a I S re ~8 rds h i p 
9 Our emissions rates of carbon dioxide, nitrogen oxide and sulfur dioxide are among the lowest of companies our size in the 

The company is positioned well through its focus on clean fucl gencration since enhanced environmental standards are likely 
electric power industry. 

to increase capital expenditures for older generating facilities in the future. 

Corporate Governance . Our company’s corporate go17ernance practices are now ranked in the top 10 percent in our industry and in the top I5 

Another rating organization, CiovernanceMetrics International, pave FPL Group 9.0 out of 10 possible points, again placing US 

Fully compliant with Sarbanes-Oxley requirements. 
As we do in all other areas of the company, we v d l  continue to rcvicw regularly our corporate governance practices with a 

percent in the S&P 500 by lnstjtutional Shareholder Services, a leading independent appraiser. 

well above average as compared to other U.S. companies and better than most energy producers. 

goal of raising the bar even further on OUT practices and performance. 

2 5  
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FFL Group Financing Objecfive & Plan 
c m - a t i  

Objective: 
It i s  the Company's objective to fund the capital expenditure programs while maintaining our current credit ratings and 
strong financial position. FPL Group successfully completed our 2003 financing plan. This plan emphasized accessing 
multiple markets for capital wi th  a pariicular focus on raising project related debt and refinancing existing debt to take 
advantage of today's low interest ratc environment. Specifically regarding asset acquisitions. it is our inlent i o  work 
closel? with the rating agencies to match the funding option with the objective of maintaining current credit ratings. 

Florida Power & Light Company 
In January 2004, thc Company issued $240 million of  3 1 - y a r  firs1 mongage bonds hearing an intercst rate of 5.65%. This issuance marks the 

17 
3 T h e  Company is targeling 3 $300 million first rnongage bond issuance during the second half of h e  year. 

fourth consecutive lime over the last nineteen months thar the company issued bonds wilh a maturity of thirty plus gears at 3 n i e  below 6%. 

14 FPL Group CapitaU FPL Energy 

. .  

FPI, Energy will coclinue 10 rxplorc asscl sales, similar to Daslrop and Multilrade. 
4 - FPL Enera will coniinue 10 rcview asset acquisition oppununitics against a funding requirement or maintaining cuntnt credit ratings. 

37FPL Group as Monitor capital marker dewlopments fr,r opponunities 10 opmnizc ihe balance sheel considering raring 
a! 9 O n  averagc, ncw share issuance related to the Company's employee benefit plans BTC expected to contribute 
30 equity ~ C T  year. 
31 - Rcnewal of crcdil facilities for FP&L and FPL Group Capital. 

CONFIDE NTlAL 
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Cash Generated 
YZI ltlcome 
Deprecialhn and Arnonimlion 
Dcferrcd locomc Taxes & Relatcd Reg. Credit 
Cost Rccovery Clauses 
Goodwdf Impajmcnl 
Rulmcturing and impairment Charges 
uccrcasc in Restricted Cash 
Other 

Less: 
Cash flow From OI#rarions 

CapiIal Exprnditurcs - FPL 
Indcpcndcnt Pawu jnveslmcnfs 

Dividends Paid (including cquity units) 
Other 

Cash Gcntralion 

965 
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Capital Structure 

Recourse Debt 
Prelerrrd 

Adjusted Equity 
Total 

Dcbi 
Prefeened 

Equity 
Total 

FPO I Average Total Debt 

FFO Jnterrsr Covcragt 

h e - t a r  Interest COI'PTP~C 

1 
Aclual Projected I 
2003 2004 2005 2006 2007 

i 

i3 / +  

! 

I I  I 

m 

14 
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FVL 
Major Awards and Honors 

GRDbzP 

2003 Edison Award 
The electric power industry's highest honor recognizing the company's success in executing a strategy to become a clean energy 
provider harnessing primarily clean and renewable fuels while also boosting shareholder value. 

Platt's 2003 Global Energy Reward as "Renewable Company of the Y car" for the company's clean energy porlfolio. 

North Amencan Renewables Deal of the Year Tor 2003; 
FPL Energy Amcrican Wind. 

North Amcrican Power Porlfolio Deal of the Year for 2003; 
FPL Energy constniction porrfnlio financing. 

2004 "Companies that Care Honor Roll" 
One of' 12 companies nalionwide recognizcd for outstanding and measurable cornmilmen1 10 their communities, both within the 
workplace and beyond. 

- Center of Exceilencc cmification from Purdue University's Center for Customer-Driven Quality 
- The only electric utility to be honored. 
- Award places Ihe company's customer care centers at near world-class status. . 

- J.D. Power and Associates Annual Customer Satisfaction Survey 
- Rated FP&L second hi_ehest in the southern region in overall customer satisfaction. 
- Rated FP&L 10th best nationally in overall customer satisfaction. 

M A -  rated by Innovest 
- FP&L ranked number one for EcoValue among 26 clecrric utilities in the latest Innovest Suategic Value ,4dvisors report that 

- FP&L ranked number two among 26 electric utilities in the latesl lntangible Value Assessment rcport which ranks companies nn 
compares en\*ironmental performance. 

drivcrs rclatcd to sustainability, which include corporate labor relations, emerging market slrategy, products and services, and 
overall corporale governance. 
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Florida Power & Ligbt Company 

Favorable regulatory environment with a rate agreemenl in place lhrough 2005, with revenue sharing thresholds and 
continuation o f  incentive-based structure. 
The Florida Public Scniice Commission has expressed a desirt. for all interested parties lo work together on the future rate 
agreement for a solution that i s  similar to the current rate agreement structure. 
Strong Florida economy with continued customer growth above the national average, and controlled costs will continue to 
support robust cash flow. 
famrable customer mix dominated by residential and small commercial accounts (93% of revenues fiom residential and 
commercial cuslomers in 2003.) 
Generation ;issets well above industry average for performance and availability. 
Strong operating cash flow which supporrs the continued generation and distribution expansion within the service territory. 

FPL Energy 

0 FPL Energy is a Ieadcr in owning and operaling clean, renewable energy. I t  is well positioned in many regions of the U.S. 

The performance o f  the Seabrook Station nuclear power plant exceeded FPL Energy's expectations in 2003. The facility 
with generation assets using diverse fuel sources. 

operated more reliably than anticipated and benefited fiom stronger than anticipated power markets, thus creating significant 
value for the company. Additional value will be derived from the 100 MW uprate. Furlhermore, Seabrook is hedged 96% for 
the balancc of 2004 and 88% for 2005. 
FPL Energy's growah in wind power during 2003 was the greatest or any single company in the history of the industry. The 
company increased its share of llie U.S. wind markct to 43 percent and now has 42 wind facilities in 15  stales totaling 2,719 
megawalts. 

9 FPL Energy has a v e q  moderate risk profile. In addition lo geographical and fuel diversity, the portfolio enjoys the benefit 

- FPL Energy has limited capital expenditures during the forecast period. 
FPL Energy does not depend on trading to realize value. 
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Cortclrrsioirs (cnnt 'd) 

FPL Group 
Florida Power & Light remains one o f the  best utilities in the country, wirh an attractive service territory, a constructive 
re,nu!aicry cn-;i:cm,ect: and an i imxkkBed ?rack record of uperational excellence. 

Florida Power & Light will remain rhe dominant source of income and value for FPL Group. 

FPL Group i s  investing prudenlly 10 build a moderate risk, low cost wholesale generation business. 

FPL Group i s  cornrniltcd lo rnaintahjng j1s credit ratings and strong credit profile. 

FPL Group is prudently looking at tgowth opportunities: 
- Opportunities must fir thc Company's strategy. 
- Oppofiunities musl be financeable. 
- Opportunities must have rcturns sufficient to support additional equity issuance. 
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Fitch Ratings 
Rating Agency Presentation 

April 2003 
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, 
1 

11 annually. 

I$ - In February 2003, FPI. Group raised i t s  annual dividend by 3.4% to S2.40 per sharc. 
J 

Operating Casb r l o H  
(Millions) 

S I 3 3 8  

Consolidated S~olements of Cash Plows 
{S Millinns) 

i Ne1 Cash provided by operations 
Capiial expenditures of FPL 
Independent Power Investments 

ssuance of Debt with Equity Units 
i Common stock repurchases 
, Common stock issuance 
' 

! 
! I 

.' 

Increase (decrease) in cash and cash equivalents 

; 1 T h e  dc.crcasc in operating cash flows in 2000 is attributable to a large fucl 
2 under rccovery and the payment to srnle ccnain purchase power 
'3 obligations. The impact of these items reverse w e t  the next several ycar period. 

'%. 
_.-_____ --.-... .--. --' 

-._._-. -- 
In Fcbnrary 2002 and June 2002, FPL Group issued S575 million and SS06 million of 
deht with equity unit purchase contracts. The equity associated with these ContTacls 
will be issued in February ZOOS and February 2006. 

Averare Shore Ournmctiw 
(Millions) 

6 

7 * In June 2002. FPL Group issued 5 million shares of common equity. 
f l  

..- .. 

2 
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FPL 
FPL Group tiquidity Resources 

Florida Power & FPI, Group 
Maturity Light Company Capital, lnc. Total 

Syndicated Facilities’” 
October 2003 5473 $357 5 1,436 
October 2004 5 00 1,000 1,500 

97 9 1,957 2,936 

Bilateral Facilities”’ 
50 50 June 2003 

October 2004 146 I46 

246 

August 2003 so 50 

. 246 

Total $979 $2,203 $3,182 

”’Consisling of 27 banks including Memill Lynch, CSFB and h4organ Stanley. 

Two oiher investment banks  hat committed outside thc T C Y O ~ V ~ U ~  crcdir facility. 

Approximalely f 1.4 billion of rocility up for renew-a1 in Octobcr 2003 - cxpcc: to roll all existing facilities into new 
~ U l i i - y C a T  facility. 

3 
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$2,000 

$1,500 

$1,000 

$500 

Debt Maturities 
($ Millions) 

UFPL Group Capital 

Florida Power & 
Light Company 

tern1 debt 

-Short-term debt net of cash as of 4122103 
.Excludes off- balance sheet obligations and FPL Fuds 

4 
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F.I 
’ G”mup FPL Group Perision Plan 

FPL Group Pension Position 
(as of 12/31/02) 

(mi 1 I ions) 

Fair Value of Pension Assets 

Pension Benefit Ob1 j gat ion 

$ 2,338 

1,405 

Difference $ 933 

. Weighted average discount rate used for determining benefits is 

Expected long-term rate of return is 7.75%. 

6.00Yo. 

* FPL Group’s pension plan h n d e d  position ranks very favorably relative to its peers. 
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FPL Key Opera fiorral Indicators 

customer Growth 

In 2002, FPL added 94,000  ne^ customer xcounis. a 2 4% incrcasc, including our  four mithonth 
customer. Electricity u s u p  p c r  tctnii cuslnrnm grew by j.590 due pnnianly to warmer inail normsl weaihcr 
and th t  elasricit). of demand in Ihc aficrmath o r a  reduclion in base elcctncrfy d e s  

. Elecmcity salcs (excludmg inlcichangc salcr) rcachcd an all-time high of 96.8 bilhon kWh in 2002, 
repterenhng a substantial incrcusc nf 5 8% over 2001 sales. 

Cost Control 
Aflfr inore than a decide of stcud) reltucllnnr, FPl.'s O&M COIL< per kif% rose in 2002. d n v m  by higher 

r x w s e s  for nuclear msinrmancc. propcny insunncc, cmphycc medical costs, and a one-lime voluntary 
accrual nf 135  millirm - m addiiion IO ihe nomiai $20 million - in thc s l n m  h i 1  IO he k n o  prepared 
should a major stnm strike within its S C N ~ C C  area. 

Koncthclcss, thc company's QA M cxpmscs as m a s u r d  in dol l s6  pcr ciislomer rcmamd 01 42% hrlow 
rhe indusny arcragc. 

Availability 1 Pcriormslncc 
9 Fnssil plani pcrlomancc rcmamrd ai cxccptionally high lrvcls in 2002. Fossil plana availability e q u a l d  
94%. just off the previous !car's record nnd suhsiuntially shove the tndustry ~ v e r ~ p e  of 85%. The 
s\ailahility of rhc company's nriclcar planls rose ~n a record 97%. ucll s b o ~ ~  thc most tcccnt industry 
avcragc nf 89% 

Aggressive Cost Rrduriion 
OdrM expenses* 

-- 7-- 
I 1~61  

Fossil 
Aviilsbility 

Nudear 
Availability 

T h e  Company's nucleat opmtions rrcehd B niing of 99.3 horn rhc U'nrld Association of Yuclcar 
Opcrarors. placing us among [hc fop quarlrr olthc nilinn's IO? nuclcar unm. 

Ciisiorncr Care 
FPl.'s d&ciry deliwry sysicm n n k s  among 8he indusrry's bcsr. Ovcr rhc pan fivc years thc avcrsgc 

annual amount or lime #ha1 customers w r c  without poxer has been CUI neatly in helf, from aboul 137 
minutes IO 69 minutcs. In addillon, rhr duraiion and frcqucncy sf inlrrrupnnns havr bcrn rcduccd by 35% 
and 23% respcctively. 

* FPL continually smvts IO be B cusiomcr-friendly company. lmprovcmcnts in Web-based options allow 
customers io access their ~CCOUIIII,  and othci imponanl cncrgy informition, as well 85 pay their bills more 
conveniently. Thcsc and othcr qualily iniliativrs have enabled thc conipmy to rcccivc continued high matks 
in i is  annual customer sumeys or both rcsidcniial and business customers. 

6 

CONFfDENTiAL FPL162451 



FPL Custumers, Sales and System Capacify 

Average 
Actual Forecast Growth Rate 

2004 200s 2056 2007 2003-2007 2003 __I_ - - _I__ 

2002 
Customers and Sales: 

Average Customer Accounts (thousands) 4:020 4,096 4,168 4,24 1 4,315 4,385 I .7% 
Energy Sales (million kwh)”] 9(,,810 99,381 102,158 104,994 108,145 110,465 2.9% 

~ystenr Capacity ( M W ~ ‘ ~ ’ :  
Company ~ l a n t s ’ ~ ’  
Purchased Power 
Unidentified Capaciy‘‘’ 

Total Capacity 

Actual Forecast 
2004 2005 2006 2007 2003 - - - - 

3,2 80 3,140 3,397 2,65 1 2 3 1  8 2,044 

2002 

17,641 18,864 19,147 21,037 21,037 21,037 

1,107 
22,004 22,544 23,688 23,555 24,188 
---- ---- 20,92 1 

Summer Peak Load 13,219 19,773 20,297 20,799 21,33 I 2 1,85 1 
Demand Side Management 

Firm SummcT Peak 
1,510 1,589 1,667 ’I ,744 1,430 I___ - - - 

18,343 18,787 19,210 19,664 20,107 
2,542 

16,677 ---- 
Rescrve Margin ( “ I n )  16 20 20 23 20 20 

FPL will meet funire gowth by expanding Its system capacity by 28% over the next ten years. 
FPL expects to cornplele ihe addition of two new gas-fired combustion rutbines at its Fort Myers sitc and the repowering of Sanford Unit 

During 2002. FYL received approval from rhe FPSC IO add a Iota1 of approximately 1.900 M l V  of natural gas combined cycle generation at 

FPL is considcnng IO seek proposals that will addrcss FPL‘s current projection of needed firm capacity in 2005 and 2008. 

No, 4, which togcther will add approximately 1,300 MW by mid-2003, 

ils Martin and Manalcc silcs With a planned in-scrviue dalc of June 2005. 

This RFP will provide FT’1- an opportunity to idcntify any lower cost bid than FPL’s power plant construdon options. The lowest cost option, 
whelher internal or exlernal build, will then need to be reviewed and approved by the FPSC+ 

7 
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FPL Capital Expenditures 

= FPL's capital expendimres for the 2003-2005 period are expected to be 
approximately 83.7 billion. Expenditures reflect the ongoing repowering 
of thc I;?. Myers and Sanford plants, the construction of bvo peaking units 
and ihc Marrin/Manatee capacity expansion. 

9 .4pp~mimstely $1.4  billion of the total capital expendimres are for 
distribution to deliver clcctnc energy to new customers. 

Capital Expenditures (S M i l l i o m j  
Generation 
Transmission 
Dislributiun 
General 

Long-Tcm Dcbt Maturities 
Total Capital Espenditures 

Total Capital Requirements 

i FPL Capital Expenditures 

I 
(5 Millions) 

Arluol 
2002 

!L 486 
199 
418 
153 

1,256 

0 
~- 

S 1,256 
-c.L- 

2003 
Projected 

2004 2005 

4 562 
148 
485 

80 

1,275 

70 
f 1.345 

f 550 Z 402 
188 145 
48 1 46 I 
73 75 

1,292 1.103 

0 500 
S 1,292 6 1,603 - 
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FPL Regulatoty Update 

Current Rate Agreement 
]n March 2002 the Florida Public Service Commission (FPSC) approved a new rate agreement rcgarding FPL's retail base rates, 

whjch became effective April 15,2002 and expires December 3 1,2005. 
The ratc agreement provides for a $250 million annual reduction in m a i l  base revenues allocated to all customers by reducing 

customers' base rates and service charges by approximately 7%. 
As with the previous agrecrnent, a revcnut sharing incentive plan establishes lhresholds for years 2002 through 2005. Revenues 

from retail basc operations in excess of a slated threshold are required to be shared on the basis of two-thirds refunded to retail 
customers and one-third retaintd by FPL. Rcvcnucs from retail base operations in cxcess of a second threshold are required to be 
refundcd 100% to retail customers. 

Years ended December 31, 
(millions) 2002'" 2003 2004 2005 
16 213% to customers S3,SBO $3,680 23,780 E3380 
100% IO customers S3,740 S3.840 53,940 S4,040 

'I' Rrfund i s  limited 10 71.5X (rcprcscniing the period April 15 through 
December 3 I, 2002> of the rcvenucs from base raw nprraiinns exceeding 
l c  Ihrcsholds. 

\ 

2 
3 agreement.' 

There is no authorized return on equity range for the purpose of addressing earnings. However, FPL may pctition the FPSC for 
a base rate increase i f  its retail base rate earnings fall below a 10% return on equity during thc tern of &e 2002-2005 rate 

-FPL may choosc to amortize a S125 million annual credjt IO i t s  depreciation reserve over the stipulation period. 
In April 2002, the South Florida l-lospital & Hcahhcare Association (SFHHA) and certain liospjtals filed a joint notice of 
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FPL Regulatory Update (cordd) 

GridFlorida 
On September 3rd, 2002 the  FPSC issued an order approving the GridFlorida (ISO) proposal made by Florida 

Power & Light Company, Progress Energy Florida, lnc. and Tampa Electric Company. 
On October 3rd, The Office of Public Counsel appealed the Commission Order to the Florida Supreme Court 

on jurisdictional issues. 
A ruling from the Supreme Court of Florida is expected in late 2003. 

9 GridFlorida results arc not expected t o  be materially positive or negative to cash flow. income, etc. 

Seeds Del crmina tion 
9 On April 8, 2003 the Florida governor and cabinet approved FPL's Manatee and Martin plant expansions 
Construction will commence this summer and will be completed in 2005. 

Other 
No action was taken in the 2001 or 2002 legislative session regarding deregulation at the wholesale or retail 

levels. 
Cost recovery clauses, which are designed to permit full recovery of certain costs and provide a return on 

certain assets allowed to be recovered through the various clauses, include substantially all fuel, purchased 
power, and interchange expenses: conservation, and certain environn.lental-related expenses, certain revenue 
taxes and franchise fees. 
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FPL FPII. Cash Generatioil and Financing Plan ($ niillions) 

Cash Generated 
Cash Flow from Operations 
Capital Expenditures 
Other 

Total Generated / (Used) 

Financing Plan 
Issuance of Long-'lem Debt 
Retirements of Long-Tern Debt ant 
Net Equity ( to)  from FPL Group 
Change in CashlShort-Term Debt 

Total Financing 

Cash / (Short-Term Debt) Balance 

Pre fe rrec Stock 

Actual Projected 
2002 2003 

$ 593 !J 1,388 

(765) ( 5  19) 
(792) (407) 
49 1 (642) 

S; (473) S (180) 

2004 2005 

. .  
5 (493) $ (577) 

s (57) $ (124) 

I f  
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FPL Financial Ratios ($ millions) 
-- - /-' 

I Debt Ratio I Actual Projected 
2002 2003 2004 2005 

Capital Structure: 
Dcbt (Includes Commercial Paper) a 3,156 3 3,629 S 3,905 5 3.974 

226 0 0 0 Preferred 
5,382 5,7 18 5.726 5,900 

Total Q 8,764 5 9,347 5 9.633 S 9,876 
Equity 

Capilalization Ratios: 
Debt (lncludinp Cornme~cial Paper) 
Prcfcrrcd 
EquiF 

Total 

3 6 .O% 3 8.8% 40.6% 40.3% 

2.6Yo 0.0% 0.0% 0.0% 
6 1.4% 6 )  .2% 59.4% 59.7% 

100.0% 100.0% 100.0% , 100.0% --- 
FFO I Average T o l d  Dcba 

i i 
i 

FFO I Average Total Debt 57.194 42.3% 46.1 ?'o 41.8% 

I FFO Interest Cavrrrgc 
8.5x FFO Interest Coverage 1 1 . 3 ~  8.7X 9.5, 

8.71 8.5% 

P r e-Ta x 1 11 t e r PSI C o~ e r age 7.9x 7 . 2 ~  6.8x 
I 2o02 

.2003P i 

12 
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F.1 
&!313~3P FPL Group Corporate Srrucfure 

t FPL Gro~ip, IIIC. I 
I 

I 1 

FPL Encrgy. ri 
FPL Group Capital, Inc. 

I FPL FiberNet 
I 

I 1 

13 
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FPL Energy Generating Facilities 
Regional Focus 

(net M W  in operation, under construction or announced) 

NEPUOL. 2,852 M W  

MAIN, MAPP & S P P  538 MW 

PJM: 1,127 M\N 

SERC: 1,628 MW 

ERCOT: 3,598 M W  

FPL162459 
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FPL 
GRDUP 
CAPlTAL FPL Energy Punfolio 

Diversified Portfolio 
iyear-end 2002j 

Fuel Diversity Regional Diversity 

Nonhcasr 

* FPL Energy is well diversificd, both geographically and by fuel source. A portfolio of divcrsified 
assets in 3 region reduces risk andlor increases returns for a given level of risk. 

More than 80% of FPI, Energy's electricity is generated by clean fuels. 

F PL162462 
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\ 
2- 
3 

F=FL tm2rp 
\ ,  ell-H e d g ed P os i ti o n 

Wind "1 100% 

Other ProjectdQFs 13) 98% 
Merchants 

Se abrook ('' 92% 

XEPOOLIPJMNYW (4' 50% 

WECClSERC (4' 39% 

TOTAL'" . . 7 6% 

ERCOT (4' 7 2% 

2003 Contracted 

1ooo/o 

98% 

84% 

19% 
8% 

52Yo 

53% 

Capacity 

FPL 

FPL Energ?' 

Total FPL Group ") 

3 00% 

76% 

9 6 */m 

four years out. 
All future conlracl cowrage ratios renecr h e  addition of new projects under construction. - More than 90 percent of cxpccicd 2003 gross margin IS hedged. 

4 
5 
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FPL 
E%KL 

Market Price Sensitivity 
Unhedged Segment 

Range of 
Recent 

Variability in 
Forward Prices 

CWMWb) 

Potential 
2003 Full 

Year 
lrnpact 

Available O/Q B l w  
mv (‘I U n hedged Sensitivitf Merchant Assets 

Seabrook +L7 
-J6 

932 2 power price 

1,556 

2,65? 

50 ”) spark sprcad +52 
- 42 

spark sprcad 

spark spread 

+52 
4 3  

29 

61 ‘3’ 

ERCOT worth Zone) 

+s7 
-26 

$3 !? 

*7 # 

WECC 1,093 

Total 2003 lrnpact Tota l  Merchants 6,238 36 

‘‘I Wcightcd 10 rcnccl in-scnkt doles; dl SSSCIS edjuslcd for 2003 ouragcs. including refueling ouugc lo? Seabrook 
‘‘I Docs not includc Maine hydro; pricing bascd on NEYOOL RI 7mc 
I!) Keprcscnis on-pcak M W  unhdgtd only 
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P e t  Mepawatts I n  Operation 
at Year-End 

11.525 

- Calhoun i s  a peaking laciliry under contracl to Afabarna Pow 

Project Locatioa Fuel S e t m '  Date 

Calhoun AL Gas 668 Mid2003 
Biyhe CA Gas 517 Mid 2003 
Forncy TX Gas 1,699 Mid 2003 
Jamaica Day w Gas 54 Mid2003 
Marcus Hook PA Gas 744 Mid2004 
High Winds F,ncrgy Center CA Wind 150 Mid2003 
New Mexico Wind Energy Center I"M Wind 204 Mid 2003 
Mill Run Wind Power PA Wind 15 Mid 2003 
Somerset Wind YOWCT PA Wind 9 Mid2003 
North Dakota Wind Energy Cenrer 1 ND Wind 40 Late 2003 

40 Late2003 South Dakota Wind Energy Center SD Wind 
Waymart Wind Energy Center PA Wind 63 Late2003 
Oklahoma Wind Energy Center OK Wind 51 Late 2003 
North Dakota Wind Energy Center 11 ND Wind 21 Late 2003 

4375 - Total 

13lyihc 1s a narural gas plant locoled in B1).the, California, which is strategically located to scrvc Cnlifnmia, Arizona, and Nevada. 

3 Fornty is  a natural gar facility locaicd near Dallas that i s  well positioned to serve the growing north Texas maTket. 

Jamaica Bay IS a peaking unit built I O  supply electricity IO the Long Island Power Aiirhonty for the Rockaway Peninsula in Queens County, New 5 YorkCity. 

6 t- Marcus Hook i s  a cogeneration facilil?. with a nalive stcam load cu:loiner (Sunoco) undcr conlr 
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. FPL FiberNct provides wholcsalc tclccommunicarions services in Florida to major local, long-dislancc, and wireless 
telecommunications companies and Internet senrice providers. The company supplies long-haul network capabilily lo Florida 
Power & Lighl, ensuring a robust and cost-effective communications link among FPL plant and operations. 

Florida is thc nation’s fourlh largesl tdecommunicalions markct. Since i t s  inception in 2000, FPL FiberNet has successfully 
focused on building i ts intra-city network in major metropolitan areas in the state, where demand continues to grow. 

The cumpan): anticipates litlle improvemen1 in the depressed telccommunicalions markt3 in thc ncaT term. As a result, it will 
makc very limited investments in the business and expects to be at or near break cvcn in 2003. Longer term, the company is 
well positioned IO profit from the strong underlying growfh of data communications usage. 

CONFiDENT1 AL 
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FPL 
1 &%B#EL FPL Group Capital Cash Gmemtion arid Financing Plan ($ millions) 

Aclual @ B o . @  Projected 4 

2 002 ''1 2003 2004 200s 3 
Cssb Generated (S Millions) 

Net Income Available to FPL Group, Inc. 
Depreciation and Amortization 
Drr.fe.rred Income Taxes 

Goodwill lmpaiment 
Restructuring and Impairment Charges 
Decrease in Restricted Cash 

Other 
Cash Flow From Operations 

lndependent Power lnvcstrnents & Other 
OIher 

Cash Generation 

Financing Plan 
Increase/(Decrease) in Debt with Equjry Units 
Increasei( Decrease) in Recourse Debt - Group Capital 
Increase/(l)ecreasc) in Trust Preferred Securities 
Increase/(Decrease) in Non-recourse Debt - FPL Encrgy 
Xe1 Dividend from (to) FPL Group 

Change in Cash Short - Tern Debt and OtheT 
Toral Financing 

Frt Cash i (Short-Jerm Debt) Balance 

11 J Rrnstcd IO show lnicrcompany artivily as "nci dividcnd raihcr than opcraling cash flow. 

22 

CONF lDENT I AL F PL 162467 



CONFIDENTIAL 

22 

FPL762468 



Capital Strurrure 

Adjusted Debt 

Preiened 

Adjusted Equiv 
Total 

23 
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1 FFL 
3- GRCuP 
9 FPL Group Financing Plan 

FPL Group's financing plan seeks lo maintain our current credit ratings and strang financial position while 

FPL Group's 
7 financing plan n<l l  seek lo extend maturities and take 

< funding the capital expenditure program. 

G While absolute debt levels arc projected to  declioe by afmo 

8 
9 
10 tiglrtcsi credit spreads in the industry. 
If * Current intcrcst raws aka provide an excellent opportunity to replace high coupon debt with low cost financing. 

Commercial papu balsnccs arc higher than normal due IO the cnnstmction program at FPL Energy 
Historically low rates provide an excellent opporlunity to tern-out commercial paper at attractive rates. FPL cutrently enjoys some of the 

Florida Power 81 Ugh1 Company 
1) - In ~pr i ! ,  2003, Florida Power & Light issued $500  million principal amount of3 l -year  first mortgage honds bearing interest at 5.625% peT 

sed to repay Florida Power & Light 

14 FPL Group Capital 

16) 9 In .4pril, 2003, FYL Gioup Capital issued %SO0 million of threc-vesr dcbentures hearing interest at 3.25%. These debentures were issued 

ncw equity per year. 
30 Procteds hnm the first forward equity commitment (5575 million) will be reccivc c f i  h'cw sharc issuance relaled 10 the Company's employee benefit plahs contribule 

31 

d FPL Group 

Ne\\: Equity for incrcrncntal wind P T O ~ C C ~ S  in '04 and '05. 
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Cash Generatcd (5; ,Millions) 
Net Income 
Depreciation and Amortizalion 
Increase/(Detxease) in Deferred lncome Taxes 
Deferrals Under Cos1 Recovery Clauses 
Goodwill lrnpairmcnt 
Kestmclunng and Impairment Charfes 
Decrease in Restricted Cash 
Other 

Cash Flow From Opedons  
Less: 

Capital Expenditures - FpL 
Indcpcndent power Investments 
Dividends Paid (including equity units) 
Other 

Cash Generation 

Financing Plan 
FPL Group Common Equity 
lncrcase/(Decreasc) in Debt with Equity \!nits - Group C 
Increase/@ecrease) in Preferred Stock - FPL 
Incw;ise;{Decrcasc) in Long-Term Deht - FPL 
lncreasei(Decrcase) in Recourse Deb! - Group Capital 
1nnease/(Ikcrcase) in T r ~ d  Preferred - G r ~ p  Capital 
Increase/( Decrease) in yon-recourse Dtbl - FPL F.nergy 
Change in Cash / Shorl-Term Dcht and OIhcr 

'Total Financing 

Cash / (Short-Term Debt) Net Pusition 

% 473 
908 
219 
135 
365 
207 
232 
(201) 
2,338 

378 
1,081 
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1 

11 ;L I 

FIL G!=!aup Adjusted Financial Ratios ($ millions) ,-- 

Debt Ririo c 

Capital Structure 

Krcoursc Debt 
PrcfcnrJ 

Equrly 
Total 

Debt 

Preferred 
Equity 

Total 

FFO / Average'I otal Uebt 

FFO luterest Coverage 

Prr-rox lotcrest Coverage 

. ~ c t  u al Projected 
2 003 2 004 2 005 2002 

i 

3 
\t 

I , 
t 

! 

I 

i 
i 
.i 
I 

' j  9 
I 
I 

i 

\- 

\I 
I' 
3 

-- 
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Florida Power & Light Company: 

Favorable regulatory environment with a rate agreement in place through 2005, with higher revenue sharing thresholds and 
cnntinuatian of incentive-based structure. 

Strong Florida economy with continued customer growth above the national average and controlled costs will continue to 
support earnings growth. 

Generation assets well above industry average for performance and availability. 
Strong opcrating cash flow which supports thc continued generation and distribution expansion within the service temtory and 

provides incremcntal support for FPL Group assets. 

FPL Energy 

FPL Energy is a growing energy company which is a leader in owning and operating clean, renewable energy. 'It is well 
positioned in many regions of the U.S. with generation assets using dsverse fuel sources. 

Acquisition of Seabrook Nuclear Generating Plant is a solid addition to the FPL Energy generation portfolio, as it is a premier 
generating asset in the Nottheast and will compliment assets already owncd in the region. Seabrook i s  positioned low in the 
dispatch stack and has proportionately less market exposure than a typical fossil asset. 

1s the leader in wind energy with approximately 600 MW's of wind projects announced for this year. 
FPL Energy has a very moderate risk profile. In addition to geographical and fuel diversity, the portfolio enjoys the benefit of 

substantial long-term contract coverage, and new assets will be highly efficient and low cost, enabling them to support additional 
contract coverage. The busincss docs not depend significantly on trading to realize value. 

FPL FiberNet 

Earnings should be at or near break even Tor 2003. 
While earnings are break-even, cash fl0w.s arc positive as depreciation is greater than new capilal requirements. . Fiber nenvork construction has bcen completed; no additional capital required to maintain. 

CONFIDENTIAL 
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FPL Group 
Floridil P o w w  & Light remains one of the best utilities in the country, with an aliractive service Izrritory, a sonstructjvc 

regulatory environment, and ari unmatched lrack record of operational exccllence. 
Florida Power & Light will remain the dominant source of income and value for FPL Group. 
FPL Group Is investing prudently to build a moderate risk, low cost wholesale generation business. 
FPl, Group 1s committed 10 maintaining its strong credit profile. 
FP7, Group is prudently looking af growth opportunities. 
- opporlunitjes must be financeable 
- oppomnities must f i t  the Company's strategy 
- opportunities musr have returns sufficient to support additional equjty jssuance 

CONFIDENTIAL 
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Fitch Ratings 
Rating Agency Presentation 

July 2004 
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FFL 
Cautionary Statements ond Risk Facfors rho1 muy A/fect Future Results 

GF=cOLiP 

In connection wirh the safc harbor provisions ofthe Private Securities Litigation Rcform Act of 1995 (Reform Act), FPL GIOUP, lnc. (FPL GOUP) and Florida power 
& Light Company (FPL) are hereby filing cautionaq statcrncnts identifying important factors that could cause FPL Group's or FPL's actual resulp to diner materially 
from those projected in forward-looking statements (as such tern is  defined in the Reform Act) made by OT on behalf of FPL Group and FPL in this combined Form 
1O-Q. in presmtalions, in response to questions or otherwise. Any statcmcnts that express. or involve discussions 111j to expcctalions, beliefs. pians, objectives, 
assumplions OJ fumre evmts or performance (oficn, but not always, throuph the use of words or phrases such as will likely result, RTE expected to, will cnntinwe, i+ 
anticipated, hciicve, could, tstimatcd, may, plan, potential, projection, target, outlook) are not statements of historical facts and may k foward-looking. F O I W ~ T ~ -  
\ookink statements involve cstimatrs. assumptions and uncertainties. Accordingly, any such statements are qualified in their entirety by rcfcrmce to, and are 
accompanied by, the following imponant facton: (in addition In any assumptions and other factors referred to spccificallp in conncction with such forward-looking 
slatements) ihai c o ~ l d  cause FPL Group's OT FPL's actual rrsulls to differ materially from those contained in forward-looking statements made by or on behalf of Fpt 
Group and FPL. 

hny forward-lnnkilig Staiement spcaks only as o f  the datr on which such staicmcnt i s  made, and FPL Group and FPI. undcrtaka no obligation io update eny fornard- 
looking Staitmeni 10 rcncct events or circumstances aftrr the d31C on which such statement is made OT 10 rcflcci the wcunfnce of unanticipated events. New factors 
tmmge from time 10 lime and it  is not possihlc for rnanagcment IO predict all of such factors, nor can il assess the imparl nf each such factor on the husintrss OT the 
extent to which any faclor, or comhinarion of faciors, may cause actual results to differ matcrially from those contained in any forward-looking statement. 

nc following arc' somc imponant factors that could haw u significant inipact on FPL Group's and FPL's operations and financial results, and could cause FpL 
CJroup's and FPL's actual results or oiiicomes to differ matcrially from ihose discussed in thc forward-looking statements: 

FPL Group and FPL are subject to changes in laws of regulations, including ihc Public Utiliry Rcgulatoq Policies Art  of 1978, as amended (PURPA), and the 
Public Utiliry Holding Company Act of 193.5, as amended (Holdin€ Company Act), changing governmental policics and regulatory actions, including those of the 
Federal Energy Rcpl~rory Cornmission (FERC), the Florida Public SenGx Cornmission (FPSC) and the utiliiy commissions nf other states in which FPL Group has 
operations, and ik US. Nuclear Regulato~ Commission (NRC), with rcspccr to, among other things, allo**ed rates of return, industry and rate stmcturc, operation of 
nuclear powrr facilitir, operation and construciinn of plan1 facilities, operation and construction of transmission facilities, acquisition, disposal, depreciation and 
amonizahon of assets and faciliries. T C C O V C T ~  nf fuel and putchasrd powci costs, decommissioning COS~S,  return On common equity and equity ratio lid&.* and presmt 
or prospcctivc wholesale and retail competition (including but not limited io retail whccting and transmission costs). T h e  FPSC has the authority IO disallow recovery 
by FPL of cnsis that i t  considers excessive OT imprudmtly incuncd. 

- The repulatoq ptoicss generally rcslricts FPL's abili~y IU giuw earnings and does not provide any assurance as 10 schievemeni of earnings levels. 

FPL Group and FPL arc subject to catensive redcral, stale and local environmental s~otuits, rules and regulations reloling to air quality, watcr quality, waste 
managemmi. wildlife munaliry, natural T~SOUTCCS and health and safety that could, among other things, rcstnci or limit the output of certain facilities or the use of 
ccnain foek required for the produrlion of rkc tnc i ly  and/or increase costs. There arc significant capital, operatine and other costs associated with compliance with 
thew environmental stamtes, rules and trgulations, and those COSU could be even marc significant in thc future. 
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a FPL Group and FPL operate in a changing markei environment influenced by various legislarivc and rcplaiory initiatives regarding deregulation, regulation or 
rcsaucturine of thc cncrgy industry. including deregulation of thc producrinn and sale orclec1ricity. FPL Group and tis suhsidirrirs wpill need to Fdapl to these changes 
and may face increasing cornpclitivc pressurc. 

- FPL Gmup's and FpL's results of npcrations could bc affccicd by FPL's abiliy to rcncgotiate franchise rprermenis with municipalilk and counties in Florida. 

4 T h e  opraiion of POWCT gcnerarion Cacililics involvcs many risks, including nan up risks, breakdown or failurc of equipment, transmission lines or pipelines, use of 
new rrchnology, h r  Jcpcndcncc on a specific fucl snurce OT the impact of unusual or advcrsc xcathcr conditions (includinp natural disasters such as hurricanes), as 
WCII as thc risk of perforrnancc below expected or c.onWacled lcvcls of outpur or efficiency. This could T C W h  in lael rcvCnueS and/or increased cxpcnses. Insurance, 
warrantics or pcrfotmancc guarantees may not cover any or all of the Iosi revenues or increased expenses, including the Cost of replacement powcr. In addition tn these 
risks, FPL Group's and FPL's nuclcar units face cenain risks that arc unique IO rhc nuclear industry including th t  ability lo dispose o f  spent nuclear fuel, as wcll as 
additional rcpuliltory aaiotis up to and including shilldown of the um\s stemming from public safcry concerns. whether ai FYL Group's and FPL's planu. or a i  the plants 
of orher nuclear opciators. Breakdown 01 fdUTC of an FPL Energy, LLC (FPL Encrgy) opiating facility may prcvcnl the facilily from pctfofrt'ting under applicable 
power saks aprcrments which. in cenain siruations. coulcl result m irrmination of lhc aprecment or inrumng a liability for liquidoicd damages. 

- FPL Goup's and FPL's abiliry IO successfully and iimcly complete their powei gcncration facilities currently undm construction, those projccrs ycr io begin 
consrriiclion VI capital improvcmen~s IO crisrrng racilitics i s  conlinpcnt upon many vorioblcs and subject to substantial risks. Should any such cffons be unsuccessful, 
FPL Group and f P 1  could he subject to additional cons, remharion paymcnis iinder comniincd conrrarts, a n d w  thc wile-off of their invcshcnr in the projcct or 
improvcment. 

FpL Croup and FPL usc derivative insrrumcnls, such as swaps, options, futurcs and forwards to managr their cornmndily and financial rnarka risks, and to a lesser 
exlent, engage in limilcd trading activities. FPL Group could recognize financial losses as a result of volatiliry in the rnarkcr v a l w s  of these conrracts, OT if a 
coontcrpany fails LO perform. In thc ahscncc of actively quotcd marker priccs and pricing information horn cxtcmnl sources, thc vahrstion of these derivativc 
instrumcnrs invnlvra managcrntnt's j u d p t n i  or usc o f  rsiirnatcs. As a result, changes in the undcrlying assumptions or use or alirrnaiivc valuation methods could 
afreri rhe rrponcd fair valur of these conmacts. In additian, FPL's USL o f  such instruments cnuld hc subjcc.t tn priidency challenges and if found imprudent. cosi 
recovery could be disallowed by thc FPSC. 

- Thctc arc nihri risks associaled with FPL Group's non-rate rrpularcd husihcssrs, paniculaily FPL Encrgy. In addhion 10 risks discussed clscwhcrr, risk faclors 
spec~lically atfecting FPL Energy's S U C C ~ S S  in compcliriw ~*holcsalc markets include the ability IO efficiently dcvclop and optrate generating assets, thc successhl and 
limcly cornplction of projcci restructuring activities, mainienancc of Ihc qualifying facilii? starus of cenain projects. the price and ritpply of find. lrnnsmirsion 
constrainis, compctitton from new sourccs of gcncraiion, cxccss generation capacity and drmand for power. There can bc significant volatiliv in markci prices for fuel 
and clcthiciry, and there arc ather financial. countcrpany and market risks lhst arc beyond the control of FPL Encrgy. FPL Energy's inability or failure to effcclivcly 
hcdpr tis assets or positions against changes in commodity prices, inieicst tatcs, counterparry crcdit risk or other risk measures could significantly impair its fUhJrt 

finincia1 TCSUILS In kccping with industry trcnds, a ponion of FPL Energy's power gcncration facilitics operate wholly or partially wirhoul l o n p t m  powcr purchase 
agcrmrrits. As a result, powcr from lhcsc facilicics i s  sold on the spot markct 01 on a short-tcrm contractual basis. which may affect the vulaliliiy of FPL Group's 
finsririol resulls. In addition. FPL hcrgy's busincss drpcnds upon transmission facilities owncd und operated by 0 t h ~ ~ ;  if transmission is dismpicd or capacity i s  
inadrquair or unavailable, FPI. Enrigy's ability IO sell and deliver its wholesale power may be limited. 
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Cui i thaarv  Srorcmenrs and Risk Facrors rhai may Affect Future Results (cont'd) 

. FPL Group i s  likely 10 rncounlcr significant competition for acquisition opponunitics rhat may becnrne available as a result of  the consolidation nf the power industry. 
In addition, FpL Group may he unable to identify attractive acquisition opportunities a1 favorable prices and to Successfully and timely cornplele and in tepa te  ;hem. 

. FpL (?roup and FPL rely on a c c e ~ s  10 capital markets as a significant source of liquidity for capital requirements no1 salisfied by operating cash flows. The inability 
FpL Group and FpL 10 maintain lhcir cunent credit raiings cnuld affect their ability lo raise capital on favorable terms, particularly during times of uncerminv rn the 

capitol markets. which, in htm, could impact FP1. Group's and FPL's ability to grow theii businesses and would likely increase interest costs. 

FPL Group's and FPVs rcsults opcrationa can be affected by changes in the weather. Weather conditions directly i n n u a c e  thc demand for clectriciiy and  natural 
gas and affcci the pricc of  energy cornmoditits. and can affcct thc production of elcctriciry at wind and hydro-powered facilities. In addition, severe weather Can b c  
dcstruciive, cairsing ou~agcs andlor propem damage. which could require additional costs to be incomd. 

P L  Group and FPL arc subject to costs and other effects oflcgal and administrative proceedings, scttlmcnts, investigations and claims, as  wcll as the effect of new, 
or changes in, lax rates or policics, Tatcs of inflation, accounting standards, sccuritics laws or corporate govcrnancc rcquiremcnts. 

* FPL Group and FPl. are subjcct 10 direct and indirect effects of lcnorist thrcars and aclivities. Generation and transmission facilities, in general, have bccn identified 
as potential targets. T h e  cffects of 1trr0nSt threats and activities include, smong other Ihings, terrorist actions or responses to such actions or threats, the inabiliry to 
generate, purchase or tnnsmit power, t h ~  risk of a significant slowdown in pouqh or a decline in the U.S. economy. dclay in economic recoytry in the United Stales. 
and ihe increawd cos1 and adequacy of secunly and rnsurance. 

- I;pL Group's and I;PL's ability tn nbiain insurance, and the cost of and covcragc provided by such insurance. could be affected by national cvents as well as conipany- 
specific events. 

Thc issues and associated risks and uncer13inties dcsrribed above are not the only ones FPL Group and FPL may face. Additional issues may arise or become marerial 
as the energy industry evolves. The r i s k s  and uncertainties associated with thesc additional issues could impair FPL Group's and FP1,'s businesses in the futurc. 
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Summarv 

FPI. Group Earnings Per Share‘” 

(Millions. Excepr Per Share AmounrT) 

Set Jncorne (’I 
Florida Power & Light Company 
FPI, Gmup Capital Rr Corporate 

Total 

Earnings Per Share ‘I )  

Florida Power & Light Company 
FPL Group Capital & Corporate 

Total 

Weighled - Average Shares Outstanding 

f 
PPI, Croup Net Income [I)  

(Millions) 

I 2oDo 2001 2002 2003 1 

For the years ended December 3 1 

2003 2002‘ Change 
S 733 $ 717 S 16 
-- 

S 4.12 $ 4.14 ($ 0.02) 
0.77 0.66 0.1 1 

S 4.89 $ 4.80 S 0.09 
____I- -- 

178 173 

1 
2000 2001 2002 2003 

S 
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F1L 
GRmup Siunmmy (cont'd) 

Condensed Consotidated Statements nf Cash Flows 
Oprr sling Cnsb Flow 

(Mi I I Inns) i 
I Net cash provided by operalions less COST recovery 
1 Cost T e i O V C q  clauses 
' Capital expenditures of FP&L I Independent Power Investments 
I Dividends on common stock 

el debt issuance (reduction) 
suance of Debt with Equiv llnits 
ornmon stock repurchases 

Retirements of preferred stock - FP&L 

Increase (decrease) in cash and cash equivalents 
1 Other 
1 
i 

claw 

(Millions) 
2003 2002 

;es 16 2,440 S 2,203 
(186) 135 

(1,383) (1,256) 
(1,461) (2,103) 

1,326 
1,077 

73 378 
(228) 

\\'riphlrd-Avcr3gc Shores 

(Millions) 
Outsionding' 

) In February 2002 and June 2002. FPL Group issued 5575 million and 5506 million of 
debt with equity unit purchase contrac1s, respectively. The equity associated with these 
contracts will be issued on OT bcforc Fcbruary 2005 and February 2006, respectively, 
resulting in cash inflows of approximately 51.1 hillion. ! 

,78.2 In June 2002, FPL Group issued 5.75 million shares of comnion stock. 

Dunng 2002, the company changed the method of providing shares to participants In 

T h i s  change IS expected to provide approximatel 
se1 era1 employee benefit plans from opcn 

'n 2004 
I and each pear thereafier 
I 

1 In Fcbniary 2004, FPL Group raised its annual dividend by 3.3% to 22-48 per share. 
This increase rcsults m 3 49% payou1 ran0 of 2004 estimated e m g s  excluding any 4 

2 
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' ..PI 
FPL Group liquid it^* Resorirces fmillions) 

3- CROUP 
3 

Florida Power & FPL Group 
Light Company Capital, IDC Total M a 1 u ri t y 

S y n d ica 1 ed Facilities 
October 2004 SSOQ $1,000 $1,50O 
Octobcr 2006 500 1,000 1,500 

Sotal s 1,000 $2,000 53,000 

One of the larger credit facihtics in the industry. 
Consists of 33 banks including investment banks. 
FPGrL's JetteT of credit portion of the facilities is $250 million and FPL Group Capital's 
letter of credit portion of the facilities is S500 million. - The facility has a highly divcrse bank group. Citicorp USA, lnc, JP Morgan Chase Bank, 
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Debt Maturities 
(Mi 11 ions) 

5575 million of 
equity unil 
proceeds lo bE 
received 

r 

BFlorida Power & Light 
$506 million of 
equity unil 
proceeds to be 
received 

Short-term 
debt 

2004 2005 

- Short-term debt net of cash as of 7/9!04. 
* Excludes FPL Energy and FPL Fuels. 

FPL Group Capital retired $ 1  75 nillion of dcbcntures on 6/1/04. 

2006 

DFPL Group Capital Debt Defeased 
with Equity Unit Proceeds 

0 FPI, Group Capital 

n 
2007 2008 

FPL162482 
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FPL Gro~rp Pension Plan 

FPL Group Pension Position 
(as of 9/30/03) 

(millions) 

Fair Value of Pension Assets 

Pension Benefit Obligation 

Funded Status 

$ 2,697 

1,499 

$1,198 

Weighted average discount rate used for determining benefits is 5.50%, which was 
decreased from 6.00% in 2002. 

Expecled long-term rate of return is 7.75%. 

FPL Group's pension status ranks very favorably relative to its peers. 
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FPL Key Operational Indicators 

Customer Crowtb - In 2003, FP&L's avcrage number of customc~ accounts prcw by more than 97.000, or 2.4%,10 mom 
than 4.1 million. The rlccrricity usegc of FPkL's customers also continued to rise in 2003. up I .?YO 
nvcr thc previous yrar. - Electricity salcs (rxclutline intcrchanpe sales) reached an all-timc hiph of IOO.FS billion kM% in 2003, 
iqrcsc;:ing a dxiantia: increase 0:4.2% ir \ . t1  2002 j b k s  
Ovn ihr Last h e r  years, Florida's rate of population powh has been the hiphest among the nation's 
largest states, and ils population has iacrcascd by nearly anc million pcoplr. Sia of the 10 h c s t  
glowing mcmo areas m thc U.S. are in Flonrla. and hallor rliosc arc loca~cd in F'P&I.'s scmicc icrrirop. 

Cost Control 
The company's operaring and naainlcnnntt COS15 g c n  modcstlg in 2003 despite the inc rwcd  costs of 
nuclcu maintenance. tmploycc btncfils. and insuruncc. FPkL's cnst p n  kilowatr-hout remain 
essmtially nai and u 4 l  bclow l c  industy rvrrapc. 

Avaihbilip I Pcrformsnre - Fossil plant performance rcmir l td  a1 high levels in 2003. Fossil plnnt ovailobilit). cqsalcd 90%, which 
v a s  above the industry average of 87%. The ovailabiliry 01 the company's nuclear planls wus 9 I %  in 
20[)3, which was sliplrtly above ifre indusny rvmgc.  The decline in nuclcsl availrbitity WIS pnmarjly 
dur IO remaor vuscl l i e d  inspections, mrndrtcd by 1hc Nuclear Rerulatory Commission. - The 2003 World Association of Nuclear Operators Indcr for the Company's Florida plants was 95.6, 
down from 2OO2'6 value nf99.3. This  rcduciion can bc omibu ld  to incrcezcs in ourape duration and 
collcciivc radiation capuaure as a rcsult of the reactor vesscl head Inspcctions nnd i t p a i n .  

' 

Customer Care 
* Since laiinchinp a major inilialivc in 1997, thc rcliabilily oTFP&L's power dc l iv tq  has rontinucd IO 

improve  eve^ ?CUI, In 2003. ilir r v r r q c  umuun! or timc each or FP&L's customcrs was without 
power war less than half the mob1 rcccntly reponed industry WCraFC - In 2U03. TY%L was rarcd second highest in thc routhem repion and 10th best nationalty in ovcraT1 
cusicrmn satislaclion by J.D.  POW^ and Associues. Funhennore, FPkL c m c d  thc prcsrigious Crnlcr 
of Exccllencr ccnification from Purduc Univcrsily'r Cenam for Cusiomcr-Dnvcn Quality- the only 
elcciric util iv to bc so honored. l'hc award places thc cornponv's cusmrncr carc centers at neai world- 
class slatus. 

I 

Fossil 
A-ailnhi1il-j 

Nuclcar 
A v o i l a b i l i ~  

97% 

92 94 96 98 00 01 02 0-7 92 94 96 9R W 01 0: 03 
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FPL Customers, Sales and System Capacity 

Actual Forecast 
2 005 2006 2007 2008 2004 - - ___I 

2003 
Customers and Sales: 

Average Customer Accounts (thousands) 4,117 
Energy Sales (million kWh)"] 10OJ50 

4,22 3 4$08 
102,000 104,814 

4,394 
107,961 

4 ,4 82 

1 1 1,200 
4,572 

114,536 

System Capacity ( ~ ~ 7 1 ' ' :  
Company ~lants'~'  
Purchased Power 

Tola1 Capacity 

Summcr Peak Load 
Demand Side Management 

Firm Summer Peak 

Actual Forecast 
2003 2004 2005 2006 2007 2008 --- 
19,056 19,130 21,021 2 1,020 22,162 22,4 86 
3,141 3,547 3,127 2,99 1 2 $4 6 2,046 

24,532 
- - -. 

22,677 24,148 24,011 24,208 --- 22,197 - 
19,668 20,297 20,799 21,331 21,851 
2,717 1,510 1,589 1,667 1,744 --- 

18,787 19,210 19,664 20,107 --- 16,95 I 

Reserve Margin (X) 18 21 26 22 20 

22,289 
1,822 

20.467 

io 

Average 
Growtb Rate 

2004-2007 

2 .O% 

2.9% 

Fp&L will mcci futurc growih b! capanding sysam capecity by 25% over thc neat ten years.. - Ourin! 203, FP&L complntd ihc addinon o f n w  nrw gas-fired combunion turbines at its Fon Myers sitc and the repowering of Sanford Unit 30 4, totaling 

- Fp&L is consmcting approximately 1,900 M W  of natural gas combined cyclc peneration a i  I ts  .Martin and Manatee sites with a plirnncd in-srrvicc datc of Junc 2005. 
* In 2003. fP&L issurd an RFP Tot additional power resources of approaimately 1,100 rnn' beginning in June 2007. In January 2 0 4 ,  af i t r  evaluating altcrnarivt 

proposals, FP&L concluded that its plan to build B new natural cas-fired plant at its Turkey Point sitc was [he btsl and most con-cffective option to provide the 1.100 
MW. In Junc 2004. the Florida Public Service Commission unanimously approvtd Florida Powcr & Light Company's proposed Turkey Point power plan! expansion 
plan. Thc PSC's dccision. along with projeci recommendations from olhcr slate agencies, including lhc Dcpament Of Environmental Protection, are all needed io  
cornpicre Florida's comprehensive power plan1 sitc certification process. Thc aa l c  process includcs a hcaring by an administrative law judge schedukd for 
Scpicmbcr 7- IO, followed by review and a final derision on the project from the governor and Cabinfl. Thai review i s  cxpcctcd IO lakc place tarly next year. 
hddiiicmal spprnvals also arc needed from several federal agencies. 

approximately 1,300 MW. 

Fnrressrrd system rapwiry ~cnrcis Ihc rapat ip piojccrcd to be in service by Junc in order io mrcl summer peak load I'rojrrlcd peak load includes cflerl of CL isirng rncrgy 

rnt?scnarion Tkmahd sidr mmrprmcn: 1nrP~dcs load managcnw)r, load CFilhol and inrrrmcnld cncrfy consm'alian Uascd on 10 year SilC Pian dOlCil700j.2fll3 
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FPL Capital Exper-iditures 

Fp&L's capital expendiWcs h T  the 2004-2007 penod are expected to be 
approximately 56.4 billion. Expendlmres reilect the construction of the 
MartiTllM anatec capacity cxpansion. l'urk cy Poinl capacip expansion, 
and Steam generator and Teactor vesscl head Teplacement costs. 

, ' 

,' 
I FP&L Capital Expenditures 

I (Millions) 

I 
Due io projected customer growth, FP&L will  be adding approximate1 
3,000 MW's of new generation over this lime period, 

Approximalely 52.3 hillion. OT l%'o, of lhc Iota1 capital expendimres 
are for distribution costs to meet customer growth. 

- FP&L maintains a funded storm rescwe, currently at approximately 
$208 million, to cover the cost of any damage 10 its transmission and 
disrrihution system caused by a stom. 

Capital Expenditures (Millionsf 
Generalion 
Transmission 
l3 i str i bur ion 
Gencral and Olher 

Long-Term Deb1 Motunties 

Total Capital Expenditures 

Total Capital Requirements 

I 
I 

2003 2004P 2005P 2006P 2007P 

Actud Projected 
2003 2 004 2005 2006 2007 

5 617 P 770 I 826 

134 173 192 
5 64 4 9; 555 

86 116 115 
I ,OC1 1,553 1,688 

70 0 500 

5 1,471 $ 1,552 S 2,168 

S 679 5 643 
166 174 
602 600 
114 133 

1.561 1,550 
135 0 

S 1,696 5 1,550 

' Includes .AFUnC 

F 
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1 FPL Reg it  la rory Update 

2002-2005 Rate Agreement 
In Februav 2004, approximately $3 million was refunded to custorneTs under the revenue sharing agreement for the pcriod 3 
January I ,  2003 to December 3 1,2003. 

( The Florida Supieme C01v-t heard oral arguments OR Yr?vernbeT 6: 20Q1 in the South Florida Hospital 8r Healthcare Associstion's 
appeal of the FPSC's approval of FPRrL's 2002-2005 rate apeenlent. There is no definite time period for the court io enter its 

I 5 a base rate increase if i t s  retail bast rate carnings fall below a 10% return on equity during the term of the 2002-2005 rate 
IV agreement. 

Y cars ended December 3 1, 
(millions) 2004 200s 

i? 

13 

'% 
t l  
12- 
a3 

66 213% 10 cuslomers 53,780 $3,880 
100% 10 customers S3,940 54,040 

Retail Rate Case - Thc current rate agreement expires Deccrnber 3 1 ~ 2005. Three options exist for a ncw rate agreement: legislative action, rate 
ncgotiation, or a rate case. 
FP&L is preparing for a possible filing for new rates on March 1,2005. A tcst year letter is likely to be filed in Scptcmber 2004. 

The tcst year lcner notifics the FPSC of FP&L's intent to filc for new rates and requests the test year that FP&L will utilize. 

CONFIDENTIAL 
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FPL Kegir larory Updale 

Florida Public Service Commissioners 

Commissioner Parw Serving Ends Rickground 
Rcgnn Term 

Brauko L. Barz (Chairman) R 
:. -rc.zy D c x a n  I: 
Lila A .  Jabcr R 
Rudolph Bradlc! R 
Charles M. Davidran R 

scp-00 Ian-06 Attorney: Exccutivc Assistant lo a Former PSC Commissioncr 
Fch-9 1 
Fcb-00 Jan-05 Anornty; various psilions at F'SC 
Jan-02 
Jan-03 Jan-Of Various positions in Florida Stale Government; Anomcy 

h i - C 7  CllkTReg. Xrvrlyst Tu1 L ~ I C  Fi OTLuc ul Pubiic tou~lsci: E a w  hssisi .  to a ?SC Commissionei 

Jan-06 nusincssman; FL Depi. ol Education, FL Housc of Rcprcscnlarivcs 

G rid Flor i d a 
O n  Deccmhcr 15,2003, the FPSC issued an ordcr outlining rhc procedural postu~c and establishing three workshop dates for GridFlorida. The pricing 
workshop W R S  hrid March 17-1 8,  the market design workshop was held May 19. and thc "wrap-up" wukshop, scheduled for August 5 ,  has bccn 
c a x e  11 cd . 

end of September 2004. 

GridFlorida rcsults are not expected to be materially positive 01 negative to the utility's cash flow, income, etc. 

Thc GridFlorida rompanies h w e  signed a contract with ICF to perform a cost benefit study. The goal is io have the study completed by the middle io 

. ' 1 % ~  Commission met on June 30 10 discuss the cost-benefit study and its assumptions. 

Needs Determination 
In April 2003, thc Florida Governor and Cahinct approved FPL's Manatee and Martin plant expansions. Construction commenccd in May 2003 and 

On April 9,2003, CPV Giilfcoast. I.td. lilcd its initial brief for its appeal io the Suprcme Court of Florida chstlcnpinp the FPSC's 2002 approval of the 

On A u p s t  14,2003 fP1. announced thc nced 10 increase 11s power resources in 2007 to respond lo sipificant growth in Florida, parricularly South 

will be complctcd in 2005. 

Manin and Manaiec cxpinsion. The Suprrmc Cnurl affirmed the FPSCs Order in Junc 2004. 

Florida. In PIu~us i  2003. FPL issued a U P  inviting others to propose a more cost-effective alternative for meeting this generalion need. Responses 10 

the WP wcre cwluatcd against the 'furkcy Point altcmative. 
In January 2004. FPL sclecied its Turkey Poini ahcmative as the best and most cost-cffeciive way 10 meei this need. 
Calpine, a biddcr to the RFP. w a s  granted inlenrrntion in this docket. Calpine voluntarily removed i t sc l f€~om the docket on May 21, AI thc June 2 

Thc final order was issued on Junc 18: 2004. 
Other 

Cosr rccoven: clausrs, which are designed to permit full recavrry of cenain costs and provide a renin on cedain asscis allowed io hc recovered 

hcanng, the Commission rcndered a favorable bench decision approving FPL's need and all of the issues, lvhich were stipulatcd to between thc parties. 

iluough thr varioiis rlauscs, include subst3niially ail fuel, purchased power, and intrrchangc expcnscs, conservation, and certain enviranmrncal-related 
cxpcnscs, rcnain revenue taxes and franchise fees. Thc csiimated actual clause filings for 2004 will be madc in August 2004. Projected clause filings 
for 2005 will bc made in Seprrmhcr. Al l  filings made in 2004 will bt reviewrd by the Cmnmission at thr Clause Ilearings scheduled for Novembet 
S-10,2004. 

CONFlDENTtAl 
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FPL # d e a r  U p d ~ t e  

Decommissioning - raremaking purposes, FP&L accrucs and funds for nuclcar dccomrnissioning Costs over Ihc cxpected service life of rach unlt base,d on srudies lhat aTe 
filed with thc FPSC at least e v e T  five years. The most recent studies, which became effcctive May 2002, indicate that FP&L's portion of the future cost of 
decomissjoning its Iour nnckar units, including spent fuel s~ongc,  is S6.4 billion, or 52.1 billion in 2003 dollars. The fund halancc i s  very well funded. 

valur or an asset rerircmcnt obligation (ARO) hc recogni7.ed in the period in which it is incuned with the offsetring associated asset retirement cost 
capitalized as pan ofthe carr).jng amount of the long-lived asset. This had the effect of increasing total asscls and liabilities with no substantive economic 
cban pc. 

. Beginning Januar)* 1,2003, FP&L began recognizing nuclear decommissioning liabilities in accordance with FAS 143, which rtquircs that a liability for the fair 

Spcnt Fuel 
Fp&L is pursujne various approaches tn h n h c r  expand spent fuel storage a1 the sitcs, including incrensine rack space in its existing spent fuel pools and/or 
developing the capacity io store spent fuel in d p  storage containe&. FP&L has submined license amendment requests IO the NRC for approval of additional 
storage racks. Approval of these requests is expecled in Summer 2004. Once installed, these racks will extend the storage capacity such that thc abiliry to 
Siorc spent fuel will not be lost until 2008 at St. Lucie Unit KO. 1,2010 ai  St. Lucie Unit No. 2,2010 at  Turkey Point Unit No. 3 and 2012 at Turkq Point 
Unit ?do. 4 .  Ifappxovcd, the dry slnrqe containers could he located a\ FP%Ls nuclear plant sites andor at a facility operated hp PFS in Utah. 
FP&L's objective regarding spent f i ~ l  pools are such that they can accommodarc a full COTC offload. 

Lirmsr €1 tension 
-me Turkey Point Llnits Nos. 3 and 4 rccrivcd opcrating h e n s c  cxtensjons in 2002, which give FP%L the option lo operate tbcsc units until 2032 and 2033, 

respcctjvc]_v. 'ihc NRC: exlcndcd rhe oprnting licenses for SI. Lucie Units fios. 1 and 2 during 2003, which give FP&L the option IO operate these units untit 
2036 and 2043. rcspeciivrly. FP&L has not ye1 decided to exercise the option 10 operaie past the original license expiration dater, although FPStL is 
conlinuinp to take actions to ensure thc long-tcrm viability of thc units in ordcr to prcscrvr this option. Iht decision will  be madc for Turkcy Point Units 
Nos. 3 and 4 by 2007 and for St. 1,ucie Units NOS. I and 2 by 201 I .  

Reaciot Vcssel Head Heplacemenlsl Outage Dales 
Fp&i. anticipates replacing 1hc reactoi vessel heads at Ttirkcy Point Unils 3 0 s .  3 and 4 during their next scheduled refueling outage in Fall 2004 and Spring 

-The reactor vessel head a1 Si. Luck KO. 1 i s  scheduled 10 be replaced in the Fall of 2005. The reactor \*esse1 head and steam generator at St. Lucic No. 2 
2005, rcspcctively. 

will be rrplaccd in the Fall of 2007. SI. Luck 50. 1 will also have pressurizer hcater sleeve penetrations replaced, and St. Luck No. 2 will have the 
pressurizer repaired. - Even with these increased cmfs,  nurlcar rcmahs Ifre lowest cost of generation. 

1 1  
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FPL FPL Cnslr Generation and Financing Plan (millions) 

Actual Projected - 
2003 2004 2005 2006 2007 

Cash Generated 
Cash Flow from Operations 
Capital Expenditures ' 
Other 

Total Generated / (Used) 

Financing Plan 
lssuance of long-Term DebllPrefened Stock 
Retirements of Long-Term Debflrefcrrcd Stock 
Net Equity (to) from FPL Group 
Change in CashlShort-Tern Debt 

Total Financing 

Cash I (Short-Term Debt) Baiance 

Clause Deferrals ' 

' Capital expenditures excludc cquiry M U D C  
' Included m Cash Flow from OpeIations 

S 1.557 5 2,095 
(1,383) (1,512) 

s 1.878 $ 1,949 
(1,533) (1,520) 

877 !$ 546 s 940 s 197 s 2 97 

S 198 S 

(106) S; 

144 $ 48 

E 

$ 

1 2  
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Capital Structure: 
Deb1 (lncl. CP) 
Preferred 
Equity 

Tolal 

FPL Fila uncial Rarios (millions) 
---. ,- -------- 

Dthr Ratio I i I A rtual Projected 
2003 2004 2005 2006 2007 , ,,, I,., C I ? C  3aesi 

i 
6 3,704 S 4,079 5 4,180 3 4.360 5 4.763 I 

5 25 25 2.5 25 ' 1 7,180 I 2003 2 m p  m 5 r  mm 2m7p 6,004 6,061 6.558 7,009 
S 9713 4 10,165 5 11,394 5 11,968 ,. I -- -I -_ --_ - 

Capitalization Ralios: 
i3cbt (Incl. CP) 
Pr eZened 
Equity 

Total 

FFC) 1 Average Totat Debt 

FFO Interest Coverage 

Yrr-Tax Interest Coverage 

38.1% 
0.1 Ya 

40.1% 38.8Yn 
0.2% 0.2% 

3&3% 
0.2% 

61.8% 59.6% 60.9% 61.5% 

100.0% ~ ~10O.Oo/n I 

i 
I 

3 7 .E %I 

9.1x 

7 . 3  

50.8% 

1 1 . 8 ~  

7.5x 

45.8% 

9.5x 

6 . 2 ~  

40.1% 

8 . 3 ~  

5.8% 

I I 

i FFO lntrrcsi Cavrrrgc I I 

2003 2004P 2005P 2006P 2007P ' 

5.5x I I 
L .. ....-_... L 
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FIIL 
FPL Croup Coiporate Structure Cfft2UP 

Florida Power Lk Light 1 Company 

FPL Encigy, 

LLC 
FPL FiberNet, 

LLC 

:ONFIDENTIAL 
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FPL 
GROUP 
CAPITAL FPL Energy LLC Project Locations (As ojJunE 3, 2004j 

FPL Energy Generating Facilities 
Regional Focus 

(ne1 M W  in operation and under construction ) 

NEPOOL: 2,741 M W  

MAIN, :MAI’P & SPP: 602 MW 

PJM: 1,158 MW 
WECC: 1,947 MW 

SERC: 1,628 MW 

ERCOT: 3,328 MW 

* Yo major acquisiiionr have heen announced since 

Tinis map docs no1 rtlleci rhr sale of the Muliiiradc 
Scabrook in April 2002. 

asset. 

Total Portfolio 
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FPL 
GROUP 
CAPITAL FPL Energy Portfolio 

Diversified Portfolio 
(Projected YeaT-end 2004j  

Fuel Diversity Regional Diversity 

West 
17% 

Northeast 
25% 

FPL Energy is well diversified, botb geographically and by fuel sourre. A portfolio of diversified 
assets in B region reduces risk and/or incrcascs returns €or a givrn levcl of risk. 
Furtberrnorc. FPL Energy's wind assets sre  diversified across multiple wind regions. 
More than 90% o€ FPL Energy's electricily is RcDeraicd by clean fuels; substantially reduced cosls i o  
mainlain environmental compliance compared io many others in the industry. 
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2004 Contrac 
Capacity 

FPL 

FPL Energ?. - 

Total FPL Group 

ted 

OOYO 

88% 

98% 

(0 ' Well-Hedged Positjon 

FPL Energy Contract Covera 

Bal 2004 ( 2 )  2005 (2) 

Wind (31 1 OOYn 1 00% 
Contracted (3 99% 99% r Merchant 

NEPOOL (4)'6) 82% 61 Yo 

ERCOT (4)(7) 7 8% 52% 

All other ''I 47% 8% 

TOTAL '') 88% 70% 

FPL Group's p ierat ion portfolio i s  96% hcdged, when considering the utility ponfnlio has a dedicated customer base. 
1 Approximately 88% of FPL Energy's poflfolio i s  undct contract for I ~ P  remainder of 2004.2005 is already contracted 70%. 
FPL Enera's targei is 10 havc appmximatcly 75% of its capacity under contract, ovcr the following twelve-month prtiod, tapering off 
i o  approximately 50% !hereafter. 
More than 90 percent of expected 2004 floss margin i s  hedged; 83 percent of expectcd 2005 BOSS margin is hcdged. 
All fulure contracl coverap ratios reflect the addition of Marcus I under construction) and the sale of Bastrop. 17 ' f 

r9 

7 
T h e  weighted average contracl life on FPL Energy's entire porffolio 

':)Wtichicd a v c n l c  bvxJ m :w rinmnlcd rarninpr ralrulazron (fPL- My.. FIbL Encry?. . 1 
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FPL 
GRDUP 
CAPITA L FPL Energy L L C Projecr Activity 

I n-Service ' 

Projects in Construction Location Fuel N et MU' Date 

Marcus Hook 750 744 

Total 744 

PA Gas 2nd Half 2004 

I The majority of Marcus Hook 750's remaining conswuclion costs will be covcrcd by draws on the S400 million 8 3. Conslruction Term Facility, completed in July 2003. 
v 3 Seabrook i s  expecitd to uld incrcasc plant capahiliiy by approximately 100 MW's. Lf- The uprate is expected to cost 

20 
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1 FPL 
3 GkOUP 3 CAPITAL 

5 Operaring performance increased substantially, setiing several new site records: 

7 
f 
4 

11 

Sea b ro ok 

Seabrook 2003 Operating Performance 

(# - hldUSlrkdl SSfCty 
- WANO Pcrformance - 100 
- Number of Continuous days online - 490 
- Shortest refueling outage - 25 days 
- Significant operating expense savings 
- Reduction in slaff for 2003 vs. 2002 was 5.8% (this includes employees and contracrors) 

4 9  License Extension 
20 The currcnl operiling license for Seabrook expires in 2026. FPI, Energy intends to seek approval from the NRC to extend the unit's licensc So 

2 
~2 

rccaplure the period of non-operation from 1986 10 1990, in addition lo a 20-year licensc cxtension. If p n t c d ,  thcsc approvals would extend the 
ierm of thc FRC operatine license for Seabrook to 2050. 

a3 Seabrook Uprale 
3yH Prcparations are in prop~ness for a power upiate at Seabrook that is expected to inciease plant capability by approximately 100 MWs. T h i s  uprate 
2.5 will be implemented in hvvo phases and requires approval by rhe NRC and the New England ISO. The main ponion of the uprate is expected to be 
Ob implemented in Ihe spring of2005 and the final poRion in the fall of 2006. 
2 7 - The uprate is expected to cost approximately $45 million. 

'J.S Decommissioning 
4 . Comprehensive sludits arc filcd wilh \he New Hampshire Nuclear Decommissioning Financing Cornminee every four years, with updates provided 
30 
3 I 
3% iotalcd approximalely 3163 million. 

annually. These studies indicatc thai FI'L Energy's 88.23% ponion of the ulrimale cost of' decommissioning Scabrook, including costs associated 
wilh speni fuel slnrage: is 81.5 billion, or $553 million in 2003 dollars. A i  DerembeT 31,2003, the RRO for Scabrook's nuclear dccommiss iming 

21 
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Maximize value of current ponfolio 
- Cost control 
- Operational reliabiliv 
- Risk management 
- Asset optimization 

Expand market-leading wind position 
- New development 
- Suppori policy trends 
- Acquisitions 
- Expiorc international 

- Build podolio inciemenlally and selectjvcly 
- Nuclcar 
- Fossil (includes QF partners) 
- Acquisition Criteria: strategic, largely hedgedf'deep in the money", operational upsidc, immediately accrctive to earnings, 
fits the por~folio, financeahlet attractive economics 

2ONF 1DE NT IAL 
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FPL 
G3S)UP 
CAPITAL FPL FiberNer 

Wed Palm 
Boca Rak 
Ft buder 
Mizmi 

- Inlemnnection Aorement 

Beact 
In 
dare 

):PI, Fiber3et piovides wholesale fiber-optic services and fiber-optic cable to Internet service prolpiders and local, long- 
disrance and wireless lelecommunjcations companies in Florida. 

Since being formed in 2000, FPL Fiberyet has successfully added to its inter-city fiber-optic network and completed intra- 
city nenvorks in mosl of the state's major metropolitan areas. During 2003, the company added the latest generation of 
Ethernet services for any cnlerprise wishing to upgrade their cxisting telecommunications network. 

* Although the relecornmunications sector has been depressed for some time, FPL FiberNet remains in a strong position IO 
benefit from a market rebound and future ~ T O W ~ I  in voice and data communications. 

FPL FibcrFrl is basically a brcakeven proposiiion 
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c/ Asset Sales 
< 
7 

3 

G 
the 

4 Proceeds weTe used to reduce debt. 

I &) Adelphia Role Receivable 
1 f 

I & 
13 
/ q  Bankruptcy Codc, and the note, which was due July 1,2002, i s  in default. The note receivable was sold for its net book value 
,A’ of approximately S 1 27 million, including accrued interest though the date of the commencement of the Chapter 1 1 

1 
I 7 Proceeds were used 10 reduce debt. 

On June 3,2004, an indircct subsidiary of FPL Group, Inc. sold a note receivable from a limited partnership of which 
Olympus Communications, L.P. is a general parmcr. Olympus is an indirect subsidiary of Adelphia Communications Cow. In 
lune 2002, Adelphia, Olympus and the limited partnership filed for bankruptcy pTotection under Chapter 11 of the U.S. 

procecdings, less relared transaction costs which arc not significant. 

I f  LNG 
17 An FPL Group affiliate has signcd an option agccmcnt with El Paso Corporation to participate in the ownership of a LNG 
20 m-minal mdcr development in the Bahamas and an associated pipeline that will transpon natural gas from the t e m n a ]  to 
t-1 Fiorida. 

33 - No commitments have been made at this time, as we continue the evaluation phase. 
Three projects in the Bahamas have been announced. 
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FFL 
Mise. FFl. Group hems (Conr'd) GRCmFs 

Env i r on m en t a 1 Stew a rd s h i p 
Our emissions rates of carbon dioxide. nitrogen oxidc and sulfur dioxide ale among the lowest of companies our size in the 

T h e  company i s  positioned w l l  through i t s  focus on clean fucl generation since enhanced environmental standards arc likely 
cieclTic power indusrry. 

to increase capital cxpenditures for older generating facilities in the future. 

Corporate Govcrnance 
Our company's corporatc Sovemance practices are now ranked in the top 10 percent in our industry and in the lop 15 

Another rating organization, GolremanccMctrics International. pave FPI, Group 9.0 out of I O  possible points. again placing us 

Fully compliant with Sarbanes-Oxley rcquirements. 
As we do in all otheT areas of the company, IVY w i l l  continue lo review regularly OUT corporate govcrnance practices with a 

pcrceni in rhe S&P 500 by Institurional Shareholder Services, a leading independent appraiser. 

well above average as compared to other 11.S. companies and better than most energy producers. 

seal ofraising the bar even furlher on our practices and performance. 
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1 PPL 
y GROUP 

Objective: 
5 1t is the Company's objective to fund thc capital expenditure programs while maintaining our current credit ratings and 
@ strong financial position. FFL Group successfully completed our 2003 financing plan. This plan emphasized accessing 
7 multiple markets for capital with a particular focus on raising project related debt and refinancing existing debt to take 
8 advantagr of today's low interest rate environment. Sprcifically regarding assct acquisitions, it is our intcnt to work 
4 closely with thc rating agrncies to match thc funding option with the objective of maintaining current credit ratings. 

FPL G ~ U I J ~  Finaticing Objective le Plan 
'j 

f 

10 Florida Power &i Light Company 

I r 
t1/ 
{ 3 

In lanuary 2004, the Company Issued 8240 million of 31-year first mongage bonds bearing an interest n l c  of 5.65%. This issuance marks the 
rounh consecutive tjme over the last nineteen months that the company issued bonds with a maturity of thirty plus years at a raic below 6%. 
The Company is largeling a S300 million firs1 mortgage bond issuancc during the sccond half of the year. 

/v FPL Group CapitaV FYL Energy 

3.$ FP1- h c r m  will cominite to explore asset sales, similar 10 Bastrop and Mulrjtrade. 
aL FPL Energy will continue 10 revicw assct acquisilinn opportunities against a funding requirement of mainlainhe current credit ratings. 

27 F P L G ~ ~ U ~  
9 Moniror wpital market de~pelopmenls for oppoflunilies IO optimize t h e  balance sheet considering rating 
32 On average, ncw share issuance rclarcd lo the Company's employee benefit plans are expec1e.d to contribut 
3 equiry per year 
'jf Renewal of credit I~acilitics Tor I'PErL and FPL Group Capital. 
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.Cash Generwled 
::d lncomc 
Depreciation a d  Amorlizalion 

Deferred lntorne Taxes & Rcla1td Reg. Credit 
Cnst Recovery CIauscs 
GoodwiH lrnpaimenl 
RcSlrucluring and lmpairmcnt Charges 
k c r e M t  in Restricted Cash 
Other 

Less: 
Cash Flow From Operations 

Capital Expendilurts - FPL 
Independent Power InvcstmentI 
Dividends Paid (including equjry uniis) 
Othcr 

Cash Gencrahon 
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a 
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8 
Adjusted Financial Ratios ($ millions) 

Drht Ratio -‘I CL 
I i 

I 

Capilal Structure 

Rrcoursc Debt 
Pr c fc rrcd 

Adjusted Equiry 

Tola1 

Debt 
Preferred 

Equity 
Total 

FFO / Ayetape Total Deb1 

F1’0 lnttrest C o v r a e e  

Pre-tal Inrorrs~ Coverage 
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F=VL 
Major Awards and Honors 

GRarIP 

2003 Edison Award 
The e}ectrjc power jndustry's highest honm recognizing the company's success in executing a strategy 10 becorhe a clean energy 
provider harnessing primarily clcan and renewable fuels while also boosting shareholder value. 

Platt's 2003 Global Encrgy Reward as "Renewable Company nf the Year" far the company's clean energy portfolio. 

= North Amcrican Renewables Deal of the Y eaT for 2003; 
FPL Energy Amencan Wind. 

Nonh American Power Ponfolio Deal of the Year for 2003; 
FPL Energy construction portfolio financing. 

2004 "Companjes that Cate Honor Roll" 
One of 12 companies nationwide Iecognizcd for outstanding and measurable commitment to their communities, boa within the 
workplace and hcyond. 

Center of Excellence certificaiion from Purdue University's Center Tot Customer-Driven Quality 
- The only electric utility to be honored. 
- Award places the company's customer cate centers at near world-class status. 

I D .  Power and Associatcs Annual Customer Satisfaction Survey 
- Raled FP&L second highest in the southern region in overall customer satisfaction. 
- Rated FP&l, 10th best nationally in overall customer satisfaction. 

M A -  rated by Jnnovcst 
- FPRCL ranked number one foor EcoValue among 26 electric utilities in the latest lnnovest Strategic Value Advisors report that 

- FP&L ranked number two among 26 elec~ric utilities in the latcsl ln~angible Value Assessment repon which ranks companies on 
corn pares cnvironmental pcr form ance. 

drivers related to stusiainnhility, which include corporate labor rela~ions, cmerging market strategy, products and services, and 
ova  a1 1 corporate sovernance . 

CONFIDENTIAL 
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-- 
Florida Power & Light Company 

Favorable regulatop environment with a rate agreement in place through 2005, with revenue sharing thresholds and 

The Florida Public Senrice Commission has expressed a desire for all interested panies lo work logether on the future rate 

Strong Florida economy with continued customer growlh above the national average, and controlled costs will continue to 

Favorablc customer m h  dominated by residential and srnaJl commercial accounts (93*/~ of revenues from Tesidcntial and 

Generation assets wcll abme industry average for performance and availability. 

continuation ai  incentive-based structure. 

agreement for a solution that is similar to the current rate agreement structure. 

support robust cash flow. 

cornmercial customers in 2003.) 

Strong operating cash flow which supports the conlinued generation and distribution expansion within the service territory. 

FPL Energy 

FPL Encrgy is a leader in owning and operating clean, renewablc cncrgy. It i s  wcll positioned in many regions ofrhe U.S. 

T h e  pcrformance of the Scabrook Station nuclear powcr plant exceeded FPL Energy’s expectations in 2003. The facility 
with generation assets using diverse fuel sources. 

operated mow reliably than anticipated and benefited lrom slronzer than anticipared power markets, thus creating significant 
value for the company. Additional value will be denvcd from the 100 M W  upratc. Furthermore, Seahrook is hcdgcd 96% for 
thc balance of2004 and 38% for 2005. 
FPL Energy’s poa‘th in wind powct during 2003 was the pearest of any single company in the history of  the industry. T h e  
company incrcased its share orthe U.S. wind market to 4 3  percent and now bas 42 wind facilitics in 15 states totaling 2,719 
megawatts. 
FPL Energy has a very madcratc risk profile. In addition to gcographical and fuel diversity, the porlfolio enjoys the benefit 
of substantial long-terni contract coverage. Additionally, more than 90% of expected 2004 gross margin is hedged and 
83% o i  expected 2005 pass margin is hedged. - Assets are highly effcjcnl and low cost, enabling them to support additional contract coverage. - FPL Encrgy has limited cspjtal expenditures during the forecast period. - FPL Energ!’ does not dcpend on trading 10 realize value 
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Conclusions (conf ‘d) 

FYL Group 
Florida Powcr & L@l remaitis one of the  best utilities in the country, with an attractive service lemtory, a constructjve 
regulatory environmenl, and an unmatchcd track record of oprratiuiial exocknce. 

Florida Powcr & I-ighr will remain the domjnanl SOUTCP of income and value fix FPL Group. 

FPL Group j s  investing prudently to build a moderale risk, low cost wholesale generation busincss. 

FPL Group is cornmilled to maintaining i1s credit ratings and strong credit profile. 

- FPL Group j s  prudenll:~ looking at groa.th opportunilies: 
- Qpponiinities must fit thc Company’s stralegy. 
- Opportunities must be financeahle. 
- Opporiunities must have returns sufficient to suppon additional equity issuance. 

3 1  
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