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Introduction

Overview

e  Evaluation of financing alternatives available to FPL Group (“FPL Group”) with regard to financing
generation development program at FPL Energy (“FPLE”) and Florida Power & Light (“FP&L”)

—  Bank Financing
—  Capital Markets (Debt and Equity)
*  Decision on optimal approach will depend on a variety of factors
— Availability of financing
— Tenor / relinancing risk
—  Ratings objectives within FPL Group
—  Business strategy

— lLonger term financing objectives and/or gption to IPO FPLE in future

LEHMAN BROTHERS
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Introduction

1

Why Lchm.m Blulhus. -~ The Qualtlualwns

Leader in Wholesale
Strafjegic Advjsory

leader in Financing
Competitive Generajon

Leader in Equity Finance

LLEHMAN BROTHERS

. Advlsm ¥} AEP in the formatlon of lts standalone who}esale busmess whxch w:ll mclude

approximately 21,000 MW of generation currently located in 7 subsidiaries
Advised UtiliCorp on its strategic separation of Aquila

Adyvised Constellation Energy in determining the optimal structure for its wholesale energy
business which includes over 14,000 MW generation assets and wholesale trading

Advised Ameren in the formation and financing of its Illinois based wholesale business

Buyside advisor in numerous generation auctions including Edison Mission Energy’s
acquisition of Homer City and U.S. Gencrating’s financing of NEES portfolio

Scliside generation advisor for Duguesne and SPS

Venture 1o assist companies in evaluating and developing wholesale strategy

#1 Book-runner in Utility / Power 1998, 1999, 2000 and 2001 YTD
1999 Project Finance International Bond House of the Year

#3 Book-runner in Energy / Power equity YTD
#4 Book-runner in equity and related new issues YTD across all sectors

Iead equity underwriter for Aqutla, Black Hills, Dominion, Dynegy, Foster Wheeler,
International Power, Peabody Energy, Southern, and Williams

Dan Ford and Brian Riddle entrance in Q1 2001
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Wholesale Peer Comparisons

The Key Wholesale Paradigm

~ Vinaneing

Wholesale Strafegy Generation

Assets

Management Team /
_ Piversifieq Skillsef

Financial Markets currently very receptive to wholesale players; this may not be the case in the near term as
differentiation begins to develop amongst the players

LEHMAN BROTHERS 4
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Wholesale Peer Comparisons

Stock Price Analysis'"

RELATIVE STOCK PRICE PERFORMANCE SINCE DECEMBER 31, 1999

=100

180 A
160 A
140 1

120

Relative Stock Performance - Dec 31. 99

100%

1

' 80 +— li T T T T T T T
12/31/99  2/29/00  4/21/00 6/26/00  8/23/00  10/20/00 12/19/00  2/15/0! 4/16/01
~—FPL —— T&D Consolidated Composite
—— Pure Play' Wholesalc Compositc “Trapped’ Wholesale Composite

6/13/01

(1) “Trupped” Wholesule Compusite is coniposed of CEG. DPL. PEG. PPL, REL DUK, D. and AYE,
T&D Consolidated Composite is composed of SRP, ED NST. ond NEG.
*Pure Play” Wholesale Compastie 18 composed of AES, MIR. NRG, DYN, CPN .ORN. HA, and RR1

LEHMAN BROTHERS



Gg€102¢00

Wholesale Peer Comparisons

rCompanis> ————

Comparable Recent 1PO Storics

¢§ in millions) ‘
AQUILA

FPLEI‘IQ!'BV e

Fossit MW in Operation 110 bl 993

Nuclear MW in Operation i 0 vl 0 '
MW in Construction 1,743 1,475 :
MW in Advanced 3994 Pl 1,640
Development b 1
| ocation / Diversity 0 4
M&T Capability N N
Greenfield Capability L@ i O
2000 Earnings " NA. - §98

P/E Ratio L NA L 30.6x
2001 Barnings boNA Ll 5143

P/E Ratio " NA bo210x
IBES Growth - 25%
PEG Ratio : L i 086
Market Capitalization PONA L1 33,000
Current Dividend per Sharcs; N.A. $0.00

Payout Ratio N.A. 0.0x
Ratings | (BBB/Baall | BBB/Bax2

LEHMAN BROTHERS

™

NRG
14,629

3,180
12,671

®
)
¢
$183
34.4X
$267
23.6x
25%
0.99
$6,300
$0.00
0.0x

. BBB-/Baa)

N\

miranT

18,615

1,735
6,340

$359
30.6x
$650
16.9x
23%
1.39
$11,000
$0.00
0.0x

BBB- / Baa2

%‘W INC. WRgSaOUerES

epamasame=s

5,396
0
1,208
2 - 4,000

e
O
o
$29
96.5x
$109
25.7x
24%
1.08
$2,800
$0.00
0.0x
B+/Bal

]
1
[
]

! BBB+/Baa3 ;

12,707
Q
2,770
0

$10,150
$0.00
0.0x
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Wholesale Peer Comparisons

Other Established Wholesale Competitors

(3 1t melliom) l @

Fossil MW in Operation
Nuclear MW in Operation

MW in Construction

MW in Advanced Development
[lLocution / Diversity ;
M&T Capability
Greenfield Capability
2000 Earnings

P/E Ratio
2001 Earnings

P/E Ratio
IBES Growth é
PEG Ratio E

Market Capitalization

Current Dividend per Share
Payout Ratio

Ratings

(1) Williums Compunies through Tolling Agreements

LEHMAN BROTHERS

FPL Energy
4,110
0
1,743
3,994
D
?
o
N.A.
N.A.
N.A.
N.A.

N.A.

N.A.

N.A.
[BBB / Baa2]

R L LT R T Ty

/S

28,229

7,591
0
o
Q/PWm
Qo
$641
37.4x
$917
26.2x
30%
0.87
$24,000
$0.00
0.0x
BB/ Bal

c;
canie-
4,999
0
14,028
15,142
®
O
[
$324
47.5x
$559
27.6x
35%
0.83
$15,400
$0.00
0.0x
BB+ /Bal

B D L L L L Ll L L L e T P L L R et b b bbbt i

#
DYNEGY |
9,517
0
1,160
1,155
¢
o
D
$501
35.3x
$648
27.3x
20%

1.37
$17,700
$0.00
0.0x
BBB+/ Baa2
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Wholesale Peer Comparisons

“Trapped” Wholesale Competitors

($ i nuillivons)

= R g . CINERGY. P ke . Poomisien D PSE(.

Fossil MW in Operation | 16428 11 13004 1 11250 P38 9211 Pooosem
Nuclear MW in Operation 2,939 P00 0 L 5400 3,467 3417
MW in Construction | 1,743 Lo f 9 3810 0 1,168
MW in Advanced 3.994 i a0 0 oazaso o 4332 2686
Development

Location / Diversity O &) & 0 S G
M&T Capability ? AT LU N C I o ¢
Greenfield Capability | > L0 O o e )
2000 Earnings $704 1 s L $400 L osL7sT L 841 L 764

smrmmaemssan

P/E Ratio 14.9x PEoe 0 ks L 194 L35 | 124x
2001 Earnings $825 i sass 1 se 0 siee8 L 1020 P s70

e e mmieecocmeeResasmese-Eoemeemiesoo-mmssssmamcS=Sos

P/E Ratio 12.7x e L 12e 18 TR PR S P
IBES Growth L 70w L 100% (0 70% ;0% | 100% L 60%
Market Capitalization $10,500 g $5,600 $5,500 $34000 |  $16.400 i $9.500
Current Dividend per Share! $2.24 il osi 0 s SLI0 i s258 i $216

Payout Ratio g 48% i aam [ 6% 1 45% i 6% i 58%
Ratings i A+/A2 i A/Bal | BBB+/Bua2 | A+/Al | BBB+/Baal i BBB/Bau2

(1) Merrill Lynch Trading Group Acquisition

LEHMAN BROTHERS 8
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Wholesale Peer Comparisons

Is it the right time to [PO FPLE?

BUsINESS MATURITY

TRANSACTION RATIONALE

¢  Enhance overall valuc of FPL Group through
crystallizing value of FPLE

e Raisc necessary equity proceeds for FPL Group
and FPLE that are unavailable otherwise

e  Management incentives

¢ Increased financing flexibility

New targeted investor base

OTHER CONSIDERATIONS

¢  Business plan maturity

e Integration of M&T, asscts and people

e Ability 1o live quarter-to-quaster immediately

e Enhance sirategic focus, speed and responsiveness

— Is FPLE ready to go on detailed roadshow?

Integrated wholesale business
Growth platform
Demonstrated successful business plan

Management team and depth

RECOMMENDATION
Could FPLE go public now?

—  Yes, given Aquila and Orion benchmarks
and basics of current business profile

— However, significant value remains to be
harvested with generation development
program and new management team

Recommend waiting until “critical mass” of
construction program is in place or an acquisition
or catalyst can “catapult” the business

LEHMAN BROTHERS




68€10200

Situational Analysis

Ratings Analysis

Florida Power & Light
AA-{Watch}/ A1 [Negative]
Business Position: 4

FPL Group Guarantee
[A+]" [Watch] / A2 [Negative] f------------o---- =
Business Position: 5 .
e L I

I'PL. Group Capital
[A+]'"{Watch] / A2 [Negative]
Business Position: 6-7

FPL Energy
Target BBB / Baa2
Business Position: 7.9

FP&]1. and FPL. Energy capilal program

e  How to maintain FP&L ratings and/or minimize o
impact given consolidated S&P methodology?

pgs_cpssm,\‘ PoOINTS
Ring-fencing / structural separation
Non-rccourse philosophy

— “Walk away”

*  Agencies “watching” closely ¢  FPL Group equity commitments to maintain
o  FPL Energy business position much higher than credit quality
FPL Group and FP&L

(1) S&P indicated AA-, but offerings are rated A +

LEHMAN BROTHERS

10
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Situational Analysis

Funding Analysis

STRECTURE aNI FINANCING

. Guarantee

Y

Florida Power & Light FPL Group Capital

FPL Energy I

LEHMAN BROTHERS 11
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FPLE Funding Alternatives

Rating Agency Analysis at NewCo and FPLE

BACK LEVERAGE OF EXISTING PROJECTS TO TARGET Bas3 / BBB-

e  Focus on dividend strcams from cxisting portfolio of projects
—  Careful scrutiny of 7 largest assets which make up ~80% of EBITDA and cashflow
=  Existing ratings at ESI Tractebel (BB/Bal)
— Predominately focused on PPA’s with off-takers and tenors
e  Target 3.5x DSCR sized off existing projects’ EBITDA (less Doswell EBITDA as it will be levered)

FINANCING DEVELOPMENT PROJECTE

MoobY’s , S&P g T

¢  Continued use of structural separation of e  “Consolidated” ratings methodology

subsidiarics — Review of impact to FPL “family”

— Reviewon stanq-alone credit — Overall leverage and cashflow statistics
*  Merchani Analysis ¢ “Consolidated leverage is high for

-— “Discount 10 Breakeven” current ratings”

=  ~30% to achieve BBB level e  Merchant Analysis
— Role of M&T —  Net revenues analysis
—  Corporate-style covenant package — Role of M&T and/or tolling contracts
—  [Expect 50/50 leverage and 3.0x coverage for
BBB level

— Business profile of 8 - 9

LEHMAN BROTHERS 12
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FPLE Funding Alternatives

Single Assel Financing

CONSIDERATIONS

e  Mecrchant versus Tolling
—  Peaker versus CCGT
o leverage
— Merchant: ~50%
— Tolling: up to 80%
e  M&T Philosophy
— Limited optimization capability
e  Construction Risk
— Agencies very conservative
e  Due diligence time / Labor intensive

RO IR

FPL Group Capital

=L

|

@

FPL Energy

——

FINANCING SOURCES AND CONSIDERATIONS
e Bank Loans

Capacily
Refinancing risks
Significant cash traps / sweeps

e  (Capital Markets

Ratings
EPS/Negative Arbitrage

LEHMAN BROTHERS

13
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FPLE Funding Alternatives

Merchant GenCo ¥ inancing

,C().\‘su)g-:u.s.'uoxs
e  Merchant versus Tolling Breakdown
__ peaker versus CCGT
o levcrage
— Merchant: ~60%
__ Tolling: up to 80%
e  M&T Philosophy
—  Transfer pricing
e  Construction Risk
— Agencies very conservative
«  Non-recourse Philosophy

FINANCING SOLRCE

Bank Loans

P

Capacity
Significant cash traps ]/ sweeps

S AND CONSIDERATIONS

LEHMAN BROTHERS

14



#6€10¢00

FPLE Funding Alternatives

Back-leverage Existing Asset F inancing

STRUCTURE

—

ﬂ FPL Group Capnal \

‘ FPL Energy \
»! ‘e 4 ¥ !_

M&T

FINANCING SOURCES AND CONSIDERATIONS

C()x\'su)muuoxs
Merchant versus Tolling Breakdown e Capital Markets
. Peaker versus CCGT — Ratings

e Levcrage

_ Merchant: ~60%

— Tolling: up to 80%
e  M&T Philosophy

. Transfer pricing
Non-recourse Philosoph

15
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FPLE Funding Alternatives

Corporate Style Financing

CONSIDERATIONS
o Merchant versus Tolling Breakdown
—  Peaker versus CCGT
e  M&T Philosophy
— Transfer pricing
— Ratings of M&T business

o Conslruction Risk
— Agencies very conservative

e  Non-recourse Philosophy

STRUCTURE

ERL
| .

FPL Group Capital |

FINANCING SOURCES AND CONSIDERATIONS

Bank Loans

—  Capacity

— Cash traps / sweeps
Capital Markets

— Ratings

— EPS/Negative Arbitrage

Comparables
— MAGI, Reliant, PSEG Power, NRG, NEG,
Allegheny :

LEHMAN BROTHERS
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FPLE Funding Alternatives

Recommended Approach

— Ralings?

RO

FPL Group Capital

A T

FINANCING SOURCES
@  NewCo Capital Markets Offering
— Target BBB-/Baa3
— FPLE / NewCo Financials (3 years)
@  GenCo Bank Offering

P‘y]‘pgty (2003 - 2008 )

1

@ FPLE Capital Markets “Debt IPO”

— Inaugural financing; corporate style

FINANCING SOURCLS

Target BBB / Baa2

Refinance GenCo financing

LEHMAN BROTHERS

17
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FPLE Funding Alternatives

Analysis of Pro Formas

Assumptions

—  Utilize summary financial data provided by FPL; a full flowing / integrated model will be an immediate
necessity to make final decisions

—  Butht model 1o review credit statistics at various funding entities
— Interest vate of 8.0% for FPL Encirgy and 6.125% for FPL. Group Capital
Methodology

— Maximize leverage at lowest levels (FPL Energy) and move up organization structure (to FPL Group)

e  Steps
LEHMAN BROTHERS 8
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FPLE Funding Alternatives

NewCo and GenCo and FPLLE Debt Issuances

NEWCO BOND -- EXISTING PROJECTS

2001

2002

2003

2004

2005

BOY Outstanding Balance
Debt Issuance

Annual Principal Repayment
Annual Interest
Total Debt Service

EOY Outstanding Balance
EBITDA Available for Debt Service

Dbt Service Coverage Ratio

.................................

GENCO BANK -- CONSTRUCTION FACILITY

2001

2002

2003

BOY QOuistanding Balance
Funds Needed

Annual Principal Repayment
Annual Interest
Total Debl Service

EQY Outstanding Balance

FPLE TERM BOND

2001

2002

2004

BOY OQuistanding Balance
Debt Issuance

Annual Principal Repayment
Auntwal Interest
Tota] Debt Service

EOQY Ouistanding Balance
EBITDA Available for Debt Scrvice

Debt Service Coverage Ratio

LEHMAN BROTHERS

19
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FPLE Funding Alternatives

Capital Structure Analysis: —

ASSUMED RATINGS i il

ik i e I R AR S R A . Ay - e S M s OB 4 4.8 kY @b For s mmn

(8 in millions) 2001 2002 2003 2004

Uses A N S R

Capital Expenditures

Capitalized Interest at
FPL Group Capital

Repayment of Construction Facility
Total Uses

Sources

FPL. Energy Cash Flow

Doswell/Lamar Financing

FPL Energy NewCo Debt
(Existing Projects)

FPL Energy GenCo
Construction Facility

FPL Energy Term Bond

FPL Group Hybrid Securities'”

FPL Group Common Stock”

Excess Funds from Previous Years

Teotal Sources

(1) Some blend of Hybrid / Common TBD in future to achieve ratings targets

LEHMAN BROTHERS 20
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FPLE Funding Alternatives

Pro Forma Credit Ratios

FPL GROUP™ ) 2004 2005 I S&P Turpet II S&P Turyet l

Cammon Equity / Capitalization
Total Dehx / Capiralization
Revourse Debt £ Recourse Capitalization
Pickerred Stock £ Capitalizations
EBUTDA Intciest Coverape

110 i est Coserage

11O 7 Average Total Dl

FHO/ Average Recourse Debt
Pretax Interest Coverage

Average Total Debt / EBITDA
Average Recouse Debt / EBITDA

Tlusiness Posng 6 usinesy st 7

FPL GROUP CAPITAL 2001 20002 2003 2004 2005 S&P Turget S&P Targe!

Common Equity / Capitalization
Tatal Debt 7 Capitah zation
Recourse Dbt/ Recourse Capiishizatim
Preferred Stock f Captalication
EBITDA [nterest Coverage

FFO Interest Coverage

FFQO 7 Average Total Detn

FE0O 7 Average Recourse Debt
Prean hterest Coverage

Average Towd Debi / EBITDA
Average Recourse Debt 7/ EBITDA

[ Dusivess Position 8 ] [ Tiasiess Positm 9 ]
FPL ENERGY 2002 2005 S&P Target S&P Tuarget

Common Fquity / Capitatization
Toral Dt £ Cupatalization
Recourse Dubr / Recourse Capitabizalion
Preferred Stock 7 Capitulization
ERITDA Interest Coverage

FEQO Interest Coverage

FFO 1 Average Total Debn

FFO / Average Recourse Debt
Pretux Interest Coverage

Average Total Debt / EBITDA
Average Reconrse Debt / EBITDA

(1) FPL Group total debt includes $1.24 billion of PPA ubligations at FP&L; interesi caverage calculations do not include PPA payments
(2) s general, Moody's includes capitolized interesi when calculaiing coverage ratios, while S& P usually does not; the above voverages do not include capitalized interest

1

LEHMAN BROTHERS 21
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FP&L Funding Alternatives _ ) |

e —— m— e e

1

FP&L Predominately Funds Capex with Operating Cash Flow (after Dividends)

AssumepRaTiNGs: ST AR | S———
($ in millions) 2001 2002 2003 2004 2005

7 I

Capital Expendilures [ —
JRP . _—.—.
Dividend to FPL Group

Total Uses

Sources
FP&L Cash Flow
FP&L Debt Issuances
Excess Funds from Previous Years

Total Sources

22

LEHMAN BROTHERS
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FPL Group Funding Analysii

ﬂ

Overview

companies

e Thc market hcrception of the FPL Group Capital
credit remains very strong

e The comparison at righ;t shows the FPLGC trades
at a level comparable to mid-single A rated holding
companics and beiter than BBB-rated holding

— This suggests that the market does not
anticipate any substantial detcrioration in the
ratings or credit quality ol Group Capital

— This also suggests that Group Caupital is
viewed as a proxy for the FPL. Group credit,
rather than a funding vehicle for FPL Energy

Secondary Trading Levels for Selected Utility
Holding Companies

Spreads (bps)

120
115401

—— WEC 6 50% due 2011 —— DUK 7.50% due 2000
——D8.125% due 010 === FPL 7.375% due 2009

sl

5/5/01

XEL 7% due 2010

Issuer Ratings Coupon Maturity Spread

FPL Group Capital A2/A+ 6.125% 5/15/2007 +150/145
FPL Group Capital A2/A+ 7.375% 6/1/2009 +140/135
Wisconsin Encrgy A2/A+ 6.50% 4111 +145/140
Duke Capital Corp. A3/A 7.50% 10/1/09 +145/140
Xcel Energy A3/BBB+ 7.00% 12/1/2010 +167/162
Dominion Resources Baal/BBB+ 8.125% 6/15/2010 +165/160

LEHMAN BROTHERS

23
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Equity Alternatives B

Overview

__ Range of public market equity alternatives for FPL Group

s Common

= Mandatory Convertible securities (acronym PIES)

= Trust Convertible securitics (acronym PIERS)

— [Each of these securitics have dif ferent featurcs which will be discussed over the following pages

e  Currcnt market conditions arc cxtremely favorable for utilitics and cnergy companics

—  Nuncrous companies are taking advantage of the equity markets {o reposition (heir balance sheet and/or

to finance their future business plans now

__ Given FPL Group curreil stock price and uncertainty surrounding the PSC proceedings, & convertible
security seems {0 have the better profile :

LEHMAN BROTHERS 24
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Equity Alternatives

Summary of Lehman Brothers’ Credentials

—— e e ——— i e ———

®  #3 Bookrunner of Energy/Power equity YTD

Trapsaction

Fxperience b

#3 bookrunner of Energy/Power equity since 1/1/00
Lead managed 22 cquuy and equity related transactions in the Energy sector since §/1/2000 including:

—  $483,000,000 1PQ) tor Peabody Energy

—  $479,400,000 IPO for Aquila Ine.

—  $1,371,000,000 conunon stock follow-on for The Williams Companies
—  $412,500,000 Corporate PIES oitering for Dominton Resources

—=  $528,000,000 common stock lollow-on for Dynegy

Superjor Trading
Capabiljties &
Aftermarket
Support

Recently acquired power/utility trader, Brian Riddle, from SSB. Since joining Lehman, Brian has become:
#2 trader of the Philadclphia Utilities Index

#2 trader of the S&P Utilities Index

#3 trader of the Dow Jones Utilities Index

Brian was the #3 trader ol FPL 0 the 2™ Quarter of 2001

Enhanced Power
Research Platform

Addition of #4 1I Ranked Dan Ford significantly enhances Lehman Brothers’ Power Equity Research platform

On March 13", Dan initiated coverage on 35 Domeslic Utilities, 5 Independent Power Producers and 6 Electro-Technolagy
stocks

Dan cucrently maintains it 2-buy on shares of FPL

Distribution
Capabilities

Educated and experienced salesforce having completed 22 Energy/Power transactions since the start of 2000

Successlully comnpleted Peabody Energy’s $483.0 mm [P0, pricing $4.00 above the high end of the initiat rang:

Successfully completed Aquila Ine.’s $479.4 mm IPO, increasing the size by 1.0 mm shares and pricing $1 above the high end
of the initial filing range

Successfully completed Williams Companics’ $1.37 billion follow-on - the Jargest common stock energy follow-on ol a U.S.
based company this ycar. Transaction was upsized by 10%

Successfully compluted Anudarko Petroleum’s $650min ZYP-CODES™ , upsizing the transaction by 20%

Successfully executed the Williams Energy Partner’s $86.0mm IPO

Completed cight convertible transactions in 2001 raising $4.7 billion in proceeds

400 person institutional sales force covering over 1,500 accounts worldwide

450) person high net worth reiail sales force with over $50 billion under management

Exclusive strategic ailiance with Fidelity Investments (over $600 billion in total customer assets) drastically enhances our
retail distribution capabilitics

LEHMAN BROTHERS

25
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Equity Alternatives

Utility and Power Equity New Issuance
e  Utility and Power equily issuance grew dramatically in 2000 (up 120% over 1999) and continues to grow in
2001, total sector equity issuance this year amounts to $13.6 billion; major trends in the sector include:
—  Unregulated generation / wholesale marketing and trading initial public offerings
—  Shift toward common stock follow-ons by utilities, integrated electrics and diversified energy companies
as multiples expand

e  Utility and Power issuance has not only increased in 2000 and 2001 on an absolute basis, but has also grown
dramatically relative to the overall new issuance calendar; Utility and Power transactions now amount 11.3%
of total equity and equity related issuance year to date

PTILITY AND POWER TRANSACTIONS SINCE §997

16 000 . e - —_— - - - e -
$14,000 310
el .
8 $12.000 mIPO  _Follow-on Convertible @ Total $9.612
8 swc.000 X
g $8,000 $5,286 $5:615
g $6.000 34,118 $1.09¢ $4.361 $4.464
== .
£ $4.000 $1987 213} soso s1aqs 32516 $2,753 2,395 52,669
$2.000 50 s'.e. 30 y " $0
gol— 0 Rieid WM Vi éd —_— — —
1997 D] 1999 2000 20014

POWER TRANSACTIONS VS, TOTAL ISSUANCE SINCE 1997

1997 1998 3 1999 2000 2001
Total Issuance ($MM) $141911 $145,102 $184,787 $224 813 $119.315
Total Power/Utility Issuance ($MM) $4.118 $3,194 $4,361 $9,612 $13,581
% of Total Issuance 2.9% 2.2% 2.4% 4.3% i1.3%
LEHMAN BROTHERS 26
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Equity Alternatives

Overview of Recent Power / Utility Equity Offerings

° Tradilionul} utilities, integrated clectrics and merchant energy / IPP’s have all issued equity and equity related secunties in the

last 18 months-

—  Merchant energy and IPP’s have issued both equity and equity linked securities to finance their growth platforms
—  Traditional utilities and integrated electrics have issued both equity linked securities and common stock strengthen balance

sheet in unprecedented size to finance growth

— An increase in common stock issuance in Q4 and YTD 2001 has resulied from expanding mubltiples that has made

common slock less expensive

° Even as equity issuance has expanded, the market has become more receptive to new issues. Common Stock follow-ons across

PaOWER/ UTiLITY

all sectors have traded down 6.9% YTD from filing to pricing while those in the power sector have traded down only 2.5%

QUITY RELSTER QVFERINGS 1/1/20f) - PRESENT
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Equity Alternatives

Rating Agency Considerations — Equity Credit Scale

e  Through recent rcleases by both Moody’s and S&P, Lehman Brothers understands that Rating Agencies

consider the following characteristics when assessing equity content of hybrid secunties:

CHARACTERISTIC

Moony’s VIEw

S&P Vinw

Long Term Maturity Very Important Very Important
No Cash Callability Very Important Not Important
No Ongoing Payments Very Important Important
Ability to Defer Periodic Payments Less Important Very Important
Level of Fixed Charge Important Important

Loss Absorption
Deep Subordination Deht

Yery Important
Less Helpful

Very Important
Helpful

L0¥10200

e Indetermining a company’s ratings, the agencies consider other {actors in addition to “‘equity content™
including an issuer’s market position, competitive advantages and disadvantages, revenue growth potential,
cosl structure, relative sensitivity to the business cycle, and the quality of management; it is important to
clearly lay out the proposed funding timetable and rationale to address agency concemns, as this provides a
road map to achieving stated objectives

RATING AGENCY LEVERAGABILITY SCALE
Moody's {*'Debt - Equity Continuum*'}

1 Mandulury Curentitde  Slandard
Tax- Perpeiuad Teust Trast
1 Eahanced Mundasory Deductible MERS PIERS

Unit Mandatory  (imel Umit}  Unita

Cocuncs
Btock

31

Mandatory Couvertible ., 5 Pecpetunl Prefesred
Exhascrd Masdatory  Perp. Pref. H?:S Convertible Trust Prel.

Uit iincl. PIERS) Uplts tincl Trust PIERS)

Standard Tax-Deductatie

S&P ("Equity Credis™)
Maodutory*

¥ S&P views the standard 1ax-deductible as two separately existing instruments that may not receive any analytical “netting” due lo the mismatched maturities. Enhanced
Mandatory Units, however, do receive “netting”.

LEHMAN BROTHERS 28



80110200

Equity Alternatives

Overview of High Equity Content Convertible Preferred Securilies

WS

'.\!ANPA'[()RY CONVERTIBLE (PIES™)

CONVERTIBLE PREFERRED (PIERS™)

Structure e Shares delivered at maturity vary depending on stock pricc | Long-datcd preferred stock convertible into common at 2
such that the issuer retains the lirst 100% of the first ~20¥% pre-determined ratio
of stock price appreciation and ~17 Y% thereafier e Cashcall option removed entirely - issuer can only redeem
e Quarterly dividend payments aie higher than that of the sceurities prior to maturity by forcing conversion if the
common stock 1o compensaie investor for giving up a stock has traded above a threshold price for a specificd
portion of upside fength of lime
Rating Agency e Mandatory reccives high-level equity reatment from both e Highest level of cquity treatment short of issuing a
Treatment S&P and Muody's mandatory or common stock
Advantages o High level of equity credit «  Moderate/high level of equity credit
e Assured furward sale of common stock ¢ Long term increases likelihood of conversion and reduces
e Nocash redemption sk vish of cash redemption upoa maturity
e Ability 10 sell siock at a premium o Lower cosi than PIES
e  Ability to issue under Rule 144A
Considerations *  High cash cost s Moderate cash cost
e Cannol issue under Rule 144A s No ability to cash call
Cost of Financing Financing Cost Financing Cost
as a Function of
Stock Price /
Stock Price Stock Price
EPS Treatment: s  Basic structure — if-converted e Basic structure — if-converted
e Tax-deductible unit version — Treasury stock o  Unit version — Treasury stock
I
LEHMAN BROTHERS 29
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Equity Alternatives

Overview of High Equity Content Convertible Preferred Securities (Cont’d)

e Lchiman Brothers™ proprictary structures allow for the engineering ol high equity content convertible
securities to address additional issuer concerns

—  Tax-deductibility of distributions

—  Short-term EPS dilution

e Although thesc propriclary structures preserve most of the equity conient while providing for additional
benefits, Rating Agencies have typically indicated a preference for the basic securities

Structuring
Alternatives

MANDATORY CONVERTIBLE (PIES™)

No matter how PIES are structured, they guarantee

forward sale of equity ut issuance

Can be structured in a tax-deductible format

(Corporate PIESS? I

— Company issues unit consisting of a senior note
and a purchase contract

— Coupon payments on the senior note are tax-

deductible

— Receives treasury-stock treatment for EPS
calculation - no dilutive ¢ffect from underlying
shares until stock trades above conversion price

CONVERTIBLE PREFERRLED (PLERS™)

Can be §tmcturcd in tax-deductible format (Trust
PIERS®™)
— Coupon payments are tax-deductible

Can be structured as a convertible unit (Preferred +
Warrants — PIERS™ Unit)

— Receives treasury-stock treatment for EPS

calculation — no dilutive effect from underlying
shares until stock trades above conversion price

Can be structured as tax-deductible convertible unit
(Trust PIERS™ Unit)

— Receives both tax-deductibility on coupon
payments and Treasury Stock Method of EPS

accounting

LEHMAN BROTHERS
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Equity Alternatives

Indicative Terms for Trust PIERS and Corporate PIES

4-Year 49-Year
Corporate Trust
PIES™ PIERS* units

Assumed Ratings: A2/A+ “al“/A
Face Amount ($ in millions): $750.00 $750.00
Coupon / Dividend: 7.5% - 8.0% 6.00% - 6.50%
Yield to Maturcity / Par Cali: 7.5% - 8.0% 6.00% - 6.50%
Issue Price: $60.21 $50.00
Gross P'roceeds (3 in milliony): $750.00 $750.00
Conversion Feature:

Commnion Stock I’rice (6/29/01) $60.21 $60.21

Conversion Premiuvm: 16.00% -20.00% 21.00% - 25.00%

Conversion Price (mid-pain(): $71.05 $74.06

Shares per Security: Depends un the Stock Price: 0.675

Stock > $71.05 then 847 shares;
$60.21 < or = Stock < or = $71.05 then the
holder receives $360.21 worth of stock;
Stock < $60.2] ihen | share
Canversion Shares: 12,456,402 (maximum) 10,126,924
10,555,946 (minimum)

Effective Conversion Price:

Initislly: NM $74.06

At Flrst Call: NM $74.06

At Maturity: NM $74.06
Put Feature: NA NA
Call Fealure; NC-Life NC-5; PC-Thereafter ai

20% Above Conversion Price

Dividend = $2.24 Dividend Yield = 3.80%

LEHMAN BROTHERS
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Equity Alternatives

EPS Impact of Conversion Shares™

e Assuming a‘we pro-forma 2002 EPS analysis for FPL with an assumed
stock price of $60.21 per share highlights the relative advantage of the unit structure

—  The unit structure results in no immediate share-driven dilution and will be accounted for under treasury

method of accounting
—  Only after the stock appreciates above the conversion price do the underlying shares impact dilution, and

only gradually

—— Corp. PIES (7.75% up 15%)

Common Stock

PR

——— Trust PIERS Unit (6.25% up 23%)

Pre-Conversion Estimated EPS

| Stock Price at Issue D:ui

-5.00% 15.00% 35.00% 55.00% 75 00% 95.00% 118 00% 133 00% 155.00% 175.00% 195.00%.

) ity | ob R DL LD T U R

% Choage in Stock Price since Offcr Date
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Equity Alternatives

4-year Cost of Capital Analysis

20.00%
17.50%
~—— 4 -Yr Corporate PIES (7.75% up 18%)

g 15.00% Sel Common Tudu-
.= .
E 12.50%
it .
ot
©
f:
C10.00%
»
«
-
s
2 7.50%
B
z

% 00%

2.50%
0.00% ! !
-5.00% -200% 1.00%
@ Assumes
LEHMAN BROTHERS

()

| | ] b
400% 7.00% i10900% 13.00%

Stock Price 4 Year CAGR

i
16.00%

| ] 1
19.00% 22.00% 25.00%
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Equity Alternatives

1

S-year Cost of Capital Analysis™

20.00%:
17.50%
-~ 49-Yr. Trust PIERS-Units (6.25%: up 23%)

15.00%
%" Scll Common Today @ $60.2)
-]
g 50%
i 12.
[
]
i
Qo
QO  H.00%
»
5
[
'
2
L~
< 7.50%
i
< 5.00%

2.50%
0.00% i I

-500% -250% 000% 250% 500% 17.50% 10.00%

Stock Price 5 Year CAGR

—

LEHMAN BROTHERS
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12.50%

{
15.00%

1
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Equity Alternatives

5 Year Projected Proforma Impact — Assuming Constant P/E — 2002 through 2006

l ' : S
2004

2005 2006

2(HR2 ) 2003

{1) ¥ PL Buse Cuse ussumes vonsensus VB/E/S estimates of $5.04 and $5.40 1n 2002 und 2003 respectively us of June 29, 2001. EPS estimutes beyond 2003 are estimated using the Zucks Long Term

EPS
{2)

(3
{4)
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Equity Alternatives

5 Year Projected Proforma Impact — Assuming Constant Share Price - 2002 through 2006

e

2002 2003

B FPL Base Case (1)
H$750 MM 4 Yr. Corp. PIESNCL - 7.75% / 18% (3)

2004 2008 2006

W $750 MM 49 Yr. Trust PIERS NC-5; PC - Therealter - 6.25% / 23% (2)
O0$750 MM Commen Equity (4)

(1) FPL Buse Case dssumes consensus VB/E/S estimates of $5 04 and §5.40 n 2002 und 2003 respectively us of June 29, 2001. EPS estiniates beyond 2003 are estimated using the Zucks Long Term

EPS growih ruse of 5.09%.
(2) i i

(H

(4}

LEHMAN BROTHERS
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Equity Alternatives

Overview of Conventional Equity PIES '

e  Equity PIES ("Premium Income Fquity Securities") are short-term (4 - 6 years) mandatory convertible
securities which provide issuers with high equity content and an opportunity to sell stock at a premium

STRUCTURE

o Three to five year preferred stock which mandatorily converts into common stock at maturity

e Shares delivered at malurily varies depending on stock price such that the issuer retains 100% of the first ~20%
of stock price appreciation and ~17% thereafter

e Quarterly dividend payments are higher than that of common stock to compensate investor for giving up a
portion of upside |

e Al maturity, stock price used to determine number of shares delivered, calculated based upon 20-day average

1
E

e Can be structured in a tax-deductible format

o Very high rating agency content
o No risk of “hung” convertible securities - investors assume downside risk
e Dilution declines as stock price riscs

o Broadens the investor béée by appealing to a new buyer universe

e Minimizes stock price impact

LEHMAN BROTHERS " 37
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Equity Alternatives

Value Received/Paid Varies Directly with the Stock Price Movement

oot

| Payolf fo ]m'es}o?r's‘

L o -~ - e e e i
5 e l l Comersion l'ritcl
§ 1% 'E 120%
] »
S E
Q 2
= 9 0% 0.17 shares
a 100z, a
B E WKL
s S
R, U ., 0 shares ) ‘
& Z W%
] ” | |
B T B t—— - - + ~—+ t $
B XYk 0% M0% 12K 130% W% 8K, 9% 100%  1I0%  120%  1%0% 14K
Stock Price ut Muurity Stock Price at Maturity
Assumes a 100% issue price and a 20% conversion premium.
Between Issue and
Below lssue Price Conversion Price Above Conversion Price
e  PIES mandatorily converi one-for-one into o  Conversion ratio cqual to Issuc Price divided s  PIES convert into common stock at fixed

Issuer’s commun stock by Common Price at Maturity conversion premium ratio (.83 in above
*  Dilutive impact w EPS no warse than dilutive o g uer receives 100% henetil of price example)
impact in common stock offering appreciation o Dilutive impact on EPS held constant, but less
Sy than dilutive impact of common stock issuance
»  Investor aceepts ali the downside risk of e Diluttve impact on EPS declines as share price
owning the underlying common stock increases » Investor participates in 83% ol price
appreciation
‘ « lnvestors receive constant dotlar value equal 1o
their original investment, with the number of
common shares received decreasing with
increase in slock price

Issuer delivers 1 7% less shares
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Equity Alternatives

Tax-Deductible PIES

e Inthe continuing evolution of PIES, issuers are now able to gain tax-deductibility by separating the:

__ Mandatory Conversion Element, and the

—_  Dividend / Coupon Elemenl

o  Two basic structures exist which achieve this separation:

“orporate PIES

(Corporage pep} + P_urcpase pon_;rac;)

Separablc unit consisting of both a PIES
Purchase Contract and a senior note issued by

the Company:

Note is a 6-year Senior obligation of issuer
which is reset on the Purchase Contract
Settlcment Date. Senior Notes should
remain outstanding for 2 years afler
Purchase Contract Settlement Date

Issuer note is the collateral which secures

investor’s obligation to buy stock at maturity

{ reasury *’lpb

(IS Tl_'easuﬁcs + {’urc]msc Contract)

Financing comprised of two parts:

(1) Non-scparable unit of PIES Purchase
Contract and 4-year Treasury Notes

Deal proceeds used to purchase 4-year
Treasury Notes

Treasury Notes serve as collateral to
secure investor's obligation 10 buy stock at
maturity

(2) Scparalc borrowing arrangement to receive
proceeds (tax-deductible)

Deduction comes from the note being treated

for tax purposes as a free-standing instrument

Deduction comes from separate borrowing in
debt market

LEHMAN BROTHERS
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Equity Alternatives

The Corporate PIES Structure

|
Initial Issuance: Corporate PIES

e Alissuance, Issucr would sell a unit which consists of a 6-year Note and a 4-year PIES Purchase Contract.

The Note is the collateral which secures the Holder’s obligations under the Purchase Contract.

—  The Note will be remarketed by a Remarketing Agent in the days prior to the Purchase Contract
Settlement Date for all Holders of the Corporate PIES that wish to completely unwind their holdings.

The Holders, however, can clect to pay cash to fulfill their obligations under the Purchase Contract and
continue holding the Note beyond the Purchase Contract Settlement Date.

In the Aftermarket: Creating Treasury PIES

e A Holder can choose to separale the Purchase Contract from the Note in the following manner:

Holder posts specific Zero-Coupon Treasury Notes as collateral to the Purchase Contract Agent in lieu of
the Note.

This ncwly formed unit of Treasuries and Purchase Contracts will have its own Cusip Number and be
traded as Treasury PIES.

— Holder can sell the separate Note to fixed income investors.

LEHMAN BROTHERS
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Equity Alternatives

Summary Tmpact on Financial Statements

Purchase Contract
Settlement Date

Balance Sheet at Offering Proceeds from Corporate PIES issuance reported on Balance Sheet

fssuance e Sharcholders’ Equity reduced by present value of Contract Fecs and by amount of Underwriting Fees
e Cash increased by amount of Notes proceeds

Balance Sheet at « Shareholders’ Equity is issued

Notes remain outstanding

Increase in Cash as a result of equity issuance

Income Statement .

Coupon payment on Notes charged as interest expense related to outstanding debt

Interest portion of the Contract Fee is amortized as a deduction to income from continuing operations

Tax Treatment .

Coupon payments on Notes are intended to be tax deductible

Contract Fees are not tax deductible

Diluted EPS .

At cach 10-Q/K filing, Company must add share equivalents using the Treasury Stock Method

Under the Treasury Stock Method, share equivaients equal: the number of shares that would be issued if
conversion occurred on that date minus the number of shares that could be bought back with the
conversion procecds at the avg. market price during the reported period

Only dilutive impacts are reported

As a practical matter, no impact on reported Diluted EPS unless average market share price for the

]

—

reported period exceeds Conversion Premium Price

LEHMAN BROTHERS
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Recommendations / Next Steps

1. Develop Inlégrated Model
—  Finalize objectives (Ratings, Bond/Bank, Equity, Timing)

—

2. Finalize Strategy

|

e ——————————————

Continuous
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PG&E "Ring Fencing" Case Study

PG&E Corporation Prior to Restructuring:
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PG&E Corporation with “Ring Fencing”:
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Situation Overview:

As a result of the California energy crisis, the major rating agencies placed PG&E Corporation (“PCG™},
its uiilty subsidiary Pacific Gas and Electric Company (“PG&E”) and ceniain subsidiaries of PG&E
National Energy Group (“NEG”) on credit watch/negative outlook

PG&E Encrgy Tradiag (“ET™), an NEG subsidsary, has structured numcrous transactions based on 1'CG

guaraniees
~  Such guarantees are predicated on PCG maintaining investment grade credit ratings

ET counterparties generally have the right to demand substitute collateral within 24 hours of a credit

downgrade of PCG to below investment grade

— Inability to post alternative security could result in forced liquidations with far-reaching implications
for wholesale energy markets

Lehman Brother’s Role:

Lehnian advised PCG 1o utihze a proven steucturing techniqueknown as “'ring feacing”™ which calls for

e insetion of spectad purpose eatities (“SPEs™) in strategic locations within the PCG corporate

struclure

- Ring lencing serves many purpuses, most notably 10 secure bankrupicy remote treatment aid nisalate
cerlain subsidiaries from the eroding creditworthiness of parent and sibling enuties

Lehman worked closely with the rating agencies 10 ensure their understanding of the siruciure and
willingness o deviate front well-publicized “corporate family” ratings methodolugy (which typically
operates in lhe reverse manner)

The structure cornlemplates the reieation of investment grade ratings at PG&E GTN., an NEG subsidiary,

which will ofler substiule guarantees to ET on an interim basis

- Subsequently, the advantaged relationship between SPE 1 and SPE 2 is superceded by a similar
relutionship between SPE 2 and SPE 3 now that NEG enjoys a solid BBB investiment grade sating
from S&P

Successful Result:

During the first half of January 2001, the CPUC, ibe California legislature, and the FERC failed to

meaningfully address the California power crisis and the immineat potential bankruptries of the state’s

major utilities

- The rating agencies pompily downgraded PCG and PG&E 1o decply speculalive (below investment
grade) ratings and huve kept them on watch

- S&P puintained ratings of PG&E GTN at A-

- Moody's effected a punimal downgrade of PG&E GTN from A3 10 Baal

Successful implementation of the ring fencing technique permilied the rating agencies to view PG&E
GTN as strong invesiment grade, despite ongoing credit concens at PCG and PG&E, thereby
maintaining value imegrity for NEG

NEG, as an invesiment grade entity successfully ring fenced from PCG and PG&E, will continue 10 be a
viable ongoing concern with crucial access to capital and the lbili(y to offer essential guaraniees to ET

{2) PG&E Generating LLC und UiSGen New England Inc was downgraded to BBB- from BBB+ on 1401, but upgraded io BBB on 1118401, when the NEG * ng Fencing” went wnter effect

LEHMAN BROTHERS
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Presentation Overview

» Discuss FPL strategic considerations and objectives
» Review FPL financing requirements

» Discuss FPL financial policy to support FPL's growth
— Optimal capital structure and credit ratings
~ Financial strategy of competitors

b

Present Citigroup assessment of credil ratings per current business plan

w

Evaluate financing alternatives and implications to FPL

» Discuss next steps and timing

QTBANGY')
‘ | SALOMON SMITHBARNEY

.
FPLEnergy

t

Citigroup is pleased
to meet with FPL
Group to discuss
capital structure and
financing strategy.
We will also
introduce several of
our financing
product solutions to
achieve FPL’s
objectives.

Mambers of awgal™



LZ¥10200

| e
GROUP

l Citigroup Team

Banking

SSB-1BD
Peter Kind
Managing Director
{212) 816-0995
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Current Corporate Structure

Graup Capital currently benefits from utility and Holding Company ratings

($ in millions)

CROuURP
A2/ A+ unconditional guarantee
2001 FFO: $1,632 of debt

2001 Debt/Cap: 57% .
" | -t Comments on Funding Node

{ I : "+ Lowest cost and most flexible
FP&L (UtllltY) FPL GI'OUP Capital -~ Largest investor base
A1/A+™ A2/ A+ ) — <
2001 FFO: 2001 FFO: v Growth will strain parent ratings
2001Debt/Cap : _2901 D_el_)t_fg_ v |ncreases difficulty of potential

\. separation

| I

FPL FiberNet FPL Energy 4 Non-recourse 1o parent(s)
Not Rated Not Rated . ..
2001 FFO 4— < = Potential to maximize total
2001 Debt/Cap: leverage
4 Supports stand-alone entity
{1} Senior unsecured actual or implied. v Higher cost and smaller investor
Note: Corporate credit ratings of: base
FPL Group and Group Capital: NR/AA- mmif—
FPSL: A1/AA- ==
SALOMON SMITHBARNEY
5 Mambers of atgrafl™
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Situation Analysis

» FPL Group ratings benefit from solid utility and modest non-regulated activities to date
» Over planning horizon, FPL Group intends to continue as an integrated utility holding company

» Growth focus is FPL Energy where capital expenditures plan aggregates —

» To date, financing of non-regulated activities has benefited from strength of holding company and
particularly, the strong financial performance and credit position of FPL

» Given significant non-regulated investment plan, can the Company continue its current financing
strategy without adversely impacting credit ratings of FPL and holding company

Non-Regulated EBITDA Composition Non-Regulated D'Composton I
. | ' I l
. $0 , .
2001 2003 2004 2005

2002

2001 2002 2003 2004 2005

Il nonreguiatea eniies I FPaL L) Il "oo-reguiated eniies [ FraL wiiy)

CITIBANCDY'|
6 | SALOMON SMITH BARNEY
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Non-Regulated Growth Considerations

» Strategic Considerations
— Fit with FPL Group growth strategy, including potential for IPO/spin

The considerations
reflected include

— Risk tolerance some of the key
— Utility financial profile sought to support continuous market access issues that should be
— Potential for disaggregation of regulated generation into Energy reviewed and

analyzed as the
Company develops
» Financial Objectives and implements it

— Earnings and leverage vs. market access and flexibility financing strategy.
— Rating objectives at each entity, particularly utility
— Impact of growth of Energy on Utility and Group rig.i[ngs

Views on form of ownership of assets and potential for rationalization

.«

» Asset Characteristics R %

s

~ Plant dispatch profileiige. infe_}mediate, peak) =
— Geographical location/diversity i
" _ Construction technology, timetables and completion dates

— Offtake arrangements (contract vs. pool)

» Financing Objectives
— Regulatory requirements and structure, including credit support limitations
- Energy trading business - capital and rating requirements
— Funding requirements (CP, capital markets, banks) and capital access required
— Comparison with other power project funding alternatives

CITIBANGDY' |
7 | SALOMON SMITH BARNEY
Marnbers o atereut™
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Substantial growth plan of Energy will transform Group, but put pressure on Group and Utility ratings

- S&P “business pasition” of Holding Company will increase relative to Utility as Energy grows, requiring
stronger credit metrics

- SSB analysis suggests that f ,

- S&P’s combined rating methodology will likely impact Utility ratings as Energy grows

Funding growth through an Energy debt offering can relieve pressure on Group ratings and provide other
important strategic benefits

- Non-recourse Energy genco debt may be at ieast partially off credit to Group

- Provides potential to optimize leverage at multiple levels

- Minimizes potential regulatory issues concerning utility support for non-regulated growth

- Highlights contribution of growing generation business 1‘

- Positions Energy for possible strategic separation in the futuﬁie

FPL should develop and implement a plan to fund growth at Energ;ll level or its subsidiaries, including use of
non-traditional funding structures to achieve specific accounting or ratings objectives.

QTIBANGD'|
. {SALOMONSMITH BARNEY
Mambers of ctgrouS™
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Financing Energy’s Growth Plans

A. Financial Policy Development
— EPS and EBITDA growth objectives for Energy
— Ratings and capital structure objectives
- Goals and guidelines for use of non-traditional financing (e.g. EPS, balance sheet, rating impacits)
~ Consider asset rationalization potential and funding flexibility required

B. Debt Financing at Energy
— Consider construction trust vehicle to fund investment
— Develop term funding plan to access institutional capital markets
— Could provide some “double leverage” of QF project dividend streams

C. Parent Funding of Energy equity requirements
— Rating objectives of parent and utility
- Impact of leveraging Energy equity needs on ratings and earnings goals

D. Energy IPO Potential Considerations

— Equity valuations of generators vs. integrated utilities

-~ Confidence in Energy’s ability to access and realize valuation benefit as public company
- Track record
- Strategy and management
- Competitive scale position and financial strength
- Visible growth plan and opportunities

- Capital requirements and stralegic market opportunities requiring separate Energy equity currency

~ Potential impact of separate currency to retain and attract management/employees
CITIBANGDY |
. | SALOMON SMITH BARNEY
Marrbers of crtago?
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Financing Alternatives

Objectives

Leverage

Parental Support

Balance Sheet

Credit Ratings

Strateglc
Flexibllity

Financial
Flexibility

Transaction Size

Execution

_Deht Eguity
Project Portfolio Construction Hybrid Traditional
Einancing Einancing Trust
50 to 55% 55-60% 100% N/A N/A
DebvCap Debt/Cap
Limited to None to the Limited to Dependent N/A
construction extenl an Completion upon structure
adequate equily  guarantees and financing
base is in place. saurce.
On consolidated On consolidated  On consolidated Equity content Equity
B/S B/S B/S is structure
spacific
Off credit for a On credit for Off credit during Off credit for Equity
portion of non- businass construction. On equity content
recourss position. Parbaily  credit for under
financing off credt for /R either project or
podtion. porticlie financing
Can limit ability of  Some ability 10 Ability to move in Structural Total strategic
sponsor 1o pursue  move in and out and out of asset Kimitation control
alternatives of asset positicns  positions depending
upon funding
saurce
Access to both Broader access Primanfy bank Access to both Increasingly
bank and bond 1o all capital market Ability 10 bank and deep markat for
markets project markets reborrow. public capital marchant
spacilic markels issuers.
depending
upon structure
$250MM to $1.5 $500MM to $750MM 1o $500MM - $250MM to $2.0
bln $2.0bln $2.0bin $1.5bin billion
Six to ten weeks Six to twelve Eight to twelve Eight to twelve
weeks woeks weeks
10

-
FRLEnergy

FPL Energy will have
a variety of market
test financing
alternatives available
to execute its
financing plan.

The weight given
each objective
against FPL Group's
overall corporate
finance goals will
determine which
alternatives are
optimal.

CITIBANCDY'| _
I SALOMON SMITHBARNEY
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Proposed Financing Plan

Total
($ in millions) 2001 2002 2003 2004 2005 2001-05

FPL Energy Capital Spending* _Illlll

Internal Cash Flow

Extormal Funding . =

Financing Plan Outstanding at 2005

R
L
C

* Excludes synthetic lease expenditures and funding.

** Construction financing is assumed to include non-recourse debt (50-60%) and contingent equily contribution from Group Capital.

N
Uy

*** Debt/Capital at Energy approximates 50% by 2005.

1" Mambers of atsgragd™
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Review of Utilities and Related Business Profiles

As integrated utility holding companies increase their investment concentration in non-regulated wholesale energy activities,
a review of existing competitor ratings profiles suggests that holding company business positions would widen-out to 2-3
business position risk notches above the holding company's utility $ubsidiaries. Wholesale energy business profiles are

generally in the 8-10 range.

* Non-Reg EBIT as % of Recourse Aatings

S&P Business Profile (!} Consolidated EBIT 84 Debt Ditferential
Company Utility Holding Company Differential 2  FYE 2000 FYE 2003E Issuance  Holdco - rG‘em:o
Allegheny Energy 2 5 3 24% 53% Genco -2}
Ameren 3 5 2 18 20 Genco (2)(3)
AEP 4 4 - NS 57 Subhoidco -I-
Dominion Resources 4 5 1 54 59 Genco =
Duke 6 6 - 56 58 Parent/Subholdco -
Dynegy 6 P 7 1 74 90 Subholdco --
Exelon 4 6 2 13 30 Genco -
FPL Group 4 5 1 7 3o Subholdco -
PPL 5 7 2 67 75 Subholdco --
PSEG 7 8 1 49 51 Genco -/~
Reliant 3 3 -~ 29 67 Genco @n
TECO Energy 4 5 1 28 51 Parent(s) N/A
Xcel Energy 5 5 - 36 48 Genco (3)/(2)

(1) As assigned by Standard and Poor’s ranging from 1 (strong) to 10 (weak)

{2) Ratings differential betwean holding company and utility.
{3} Based on financials as of 12/31/00. Ameren parceniage is based on revenues due {o limited segment disclosure.

{4) Source; SSB estimates, CITIBANCDY |

{5) Parent equity infusion on leveraged basis ai holding company. —_— ISMM&[HHW
12 Members of ctagroud?™
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SSB Ratings Model Methodology

S&P Ratings  » According to S&P, corporate credit rating is determined using a combination of four
Development key financial ratios and a single qualitative measure: Business Profile.

SSB Ratings » SSB studied the relationship between credit ratings and measures of financial and
Model business performance for 43 publicly-traded electric utility or utility parents.

» The SSB Utility Credit Model required only Business Profile and two complementary
credit ratios: FFO/Total Debt and Total Debt/Total Cap to achieve an R? of 67%. The
Model uses data calculated by S&P (including all adjustments) as of June 30, 1999.

16
15

: FPL Group
14 Actual Rating Actlual Rating Better
Worse than Modsl- than Modei-Predicted
Predicted Rating: Rating:
12 Sierra Pacilic 1t Wisconsin Energy
DTE Energy

10 CMS Energy
Awista

Number of Companies
o

1

-3 -2 -1 0 1 2 3
RAatings Diflerential {notch)

» SSB analysis demonstrated that using the S&P benchmark tables and averaging the
results is a poor estimator of the S&P rating. The SSB model tended to achieve
results of one to two ratings notches higher, better matching actual ratings.

CITIBANCD'
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Projected Fiscul Year Ending December 31, CAGR
(Bollats i mithuns, baceps por Share Data) W 2001 2002 2003 2004 2005 00-08

FPL Group {Corp. Credlt Rating = NR/ AA-)
DA T T T T T
Capual Expendriures
Caprtalization
Debt

Ft Q7 Debt %)

Debtf Cap (%)

IO Intcrest Coverage
Pretax lnterest Coverage

Hlustrative corporate ceedil sating
Mustrauve corporate credil 1aling
INlustrative corporate credit rating
FPL Utility {Corp. Credit Rating = A1/AA-)

EHITIDA
Capital Lapeniliures
Cupitahizauon
Debt
THFO! Debt (7))
Uehl/ Cap (%)
O Interest Coverage
Pretas Interest Coverage

Ilustrative corpotate credst rating -
IlHustrative corporate credit satin
ltustratlve corporate credat ralm'

FPL Group Capilal - As Standalune (Corp. Credit Rating = NR/

CAGR
AA9) ) 0105

EBITDA
Capital I apeaditures
Capuabzatuon
Lehd
HOF Pebe (2
Dbt/ Cap (%)
1 PO Interesi Coverage
Pretaa interest Coverage

lilustrative corporale cred it rating l‘

FPLENnergy

As FPL expands into
higher risk non-
regulated businesses,
the ratings of the utility
and the holding
company may be
impacted, particularly if
the current funding
strategy is employed.
The illustrative corporate
credit rating analysis
herein is a standalone
corporate credit rating
{not issuer) analysis and
does not reflect S&P's
enterprise rating
methodology to
assessing utility holding
companies and
subsidiaries, and does
not reflect any “halrcut”
to Company projections.

CITIBANCD'|

14
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' Pro Forma for FPL Energy Funding

__ FP. Epergy - A

...... Projected Fiscal Year Ending December 31, ___ . CAGR
1otlats 16 mnllions, Exoep per Shane Data) 2000 2002 2003 2004 2005 01-05
LArma

Cugntal I apendiires
Capilahization
Lxteroal Equity Required
b
O (3
I Cap %)

Nlusirative curporate credit ralingm

of 3.5 FFU Interest Coverage

FPL Energy - Assuming miinlmn@&:un#
3

Capitahization
External Equily Regquired -
Debt +
LI It
Lebt/ Cap

Iusirauve Corporate credit rating “

15

o
FPLENnergy

FPL Energy has
significant debt capacity
to protect the credit
quality of the parent
company, maximize
corporate debt leverage
potential and
strategically position
Energy to optimize its
source of equity capital,
FPL should consider
funding through FPL
Energy.

CIMBANGD'|
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Next Steps

» Establish timing, size and requirements for inaugural Energy debt issue
i

» Refine credit rating objectives for Energy

» Decide on balance between project vs. genco debt for new construction

i
)
l
!
1

16
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A. FINANCING APPROACHES OF GENERATORS
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’ Review of Genco Competitors Financial Strategy
Data as of 12/31/00
Strategy =~ World's largest Pure-play U.S., World's 5th Top tier trader
power developer of largest power with physical
developer base-load, gas- developer with asset supporl
. o .
Focus on plant fired plants .79 % of capacity Goal is 1o own
. \ . . in four core U.S.
operations with Objeclive is to regions or contral 70
little commodity sell forward 2/3 8 GW across the
nsk of oulput us.
% Capacity
Coniracted 80% 67% 32% 45%
% Capacily in 21% 100% 79% 100%
us
Trading & Modest Significant Primarily 7th largest Gas
Marketing operations Commitment to marketing Marketer
Growth physical output
Us f Non-
Re:(?:rge Doe':)t High Low Medium Low
Debt Rating Ba1/8B Ba1/8B+ Baa3d/ BBB- Baa3/BBB
Recourse Debt /
Recourse Cap 37.8% 60.6% 49.5% 35.1%
Total Debt / Cap 70.3 65.0 66.7 37.2
CTIBANGDY'|
19 | SALOMON SMITHBARNEY
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' Review of Genco Competitors Financial Strategy
Data as of 12/31/00
Strategy  Targets 100% Significant World's 2nd Expansion of
contractual generation largest power generating and
projects in the player with developer pipeline
u.s. lower risk, capacity to
Privatelv-owned international if:‘:agentwrg:we focus on
concerny distribution mar!f;in marketing and
assets g trading
% Capacity
Contracted 100% 14% 59% 9%
% Capacity in 100% 71% 58% 100%
us
Trading & Modest 6th largest Acquired 3rd largest Power
Marketing operations Power Marketer Citizens Power Marketert?
Usage of Non- . . . .
Recourse Debt High High High Medium
Debt Rating Baa3/BB+ Baa2/BBB- Baa3/ BBB- Baa2/BBB
Recourse Debt /
Recourse Cap 65.0% 10.5% 32.4% 22.1%
Total Debt/Cap 88.4 54.2 70.9 48.4
. - OMBANCDY'|
{a) Ranking of PG&E Energy and affiiates 20 . jmmm
Members of ertsgroagi?
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‘ Debt Funding Strategy

Data as of !2131/00

Debt Funding

Recourse

FRLENnergy

\

Non-Recourse

Total Debt

Total Capitalization

Total Debt / Cap

Recourse Debt/
Recourse Cap

Recourse Debt/
Total Cap

{a) Latest publicly availabie NEG data as of 9/30/00.

L P A A
$4,979 $5,465 $2,194 $2,683 $439 $700 $1,570 $675
14,706 1,132 2,293 261 1,358 6,386 6,416 1,560
19,597 6,597 4,487 2,944 1,797 7,086 7,986 2,235
27,890 10,146 6,726 7,906 2,033 13,071 11,261 4,614
70.3% 65.0% 66.7% 37.2% 88.4% 54.2% 70.9% 48.4%
37.8 60.6 49.5 35.1 65.0 10.5 324 221
17.9 53.9 32.6 33.9 21.6 54 13.9 14.6
Note: AES, Calping, and NRG adjusted to reflect current offerings
CITIBANCGDY' |
| SALOMON SMITHBARNEY
Mombers of ctayagtl
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’ Use of Hybrid Equity

Data as of 12/31/00

Trust Preferred $ - $ -- $ -- $346 $ -- $1,537 $327 $57
Convertible Trust 1,228 1,123 283 -- - -- - -
Preferred

Total Hybrid Equity 1,228 1,123 283 346 - 1,537 327 57
Total Capitalization 27,830 10,146 6,726 7,906 2.033 13,071 11,261 4,614
Total Hybrid Equity/ 4.4% 11.1% 4.2% 4.4% -- ) 12.1% 2.9% 1.2%
Total Cap

Convertible /

Total Cap 44 11.1 42 - - - - .

Note: AES, Calpine, and NRG adjusted to refiect current offerings
(@) Latesl publicly available NEG data as of 8/30/00.

CITIBANCDY'|
22 - FSALOMON SMITH BARNEY
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Non-Recourse Merchant Generating Bond Debt
SUMMARY OF OPERATING CHARACTERISTICS

Southern
AES Eastern  Edison Mission NRG NRG PPL Reliant Energy
USGen NE Energy Holdings Northeast  South Central Mantana Mid-Atlantic Mid-Attantic
Seller of Assets  New England Energy GPU/ ConEd/NIMO Cajun Electric Montana  Sithe Energies  Potomac Electric
_ Electric System East Energy East __CL&P/EUA Cooperative ) __Power __'(_grig. GPU) _ _Power
Pawer Pool(s) NEPOOL NYPP-West PJIM, NYPP NEPOOL, SEAC., SPP WSCC PJM PIM

MW of Assets
Number of 19
Plants

Number of 26

3,962

1,268 1,884

NY P Y
6,495

4 1

7 3

1,704

1,260 4,262

5,154

11 2
53 5

14 21 4
16 79 29

Units
Purchase Price  $1.590(a)  $950b)  $1,800  $1,519 $1,026(c) $760 $2,100 $2,650
Purchase $401 $749 $955 $234 $602 $609 $493 $514
Price/lkW
Percentage T a9% 100% T 100% 20% 87% 100% 41% T B3%
Base-Load o B
Fuel (Coal/Gas- 37/34/29 100/0/0 100/0/0 23/77/0 87/13/0 54/0/146 51/48/1 80/20/0
Qil/Hydro)
Transition Through  Through 4/01 Through 5/01 Primanty 50% for 40% for Through 5/02 4 years held
Contracts 2002-09 4 years 25 years 2 years at SOE
S depending on state C e et et v oo 80% for 2-4 yrs e e e e e e
indep. Market PHB Hagler London PHB Hagler PHB Hagler Pace Global PHB Hagler PHB Hagler PHB Hagler
Bailly Econormics Bailly Baily Energy Bailly Bailly Bailly
Independent Stone & Stone & Stone & Stone & Stone & R.W. Beck Stone & A.W.Beck
Engineer Webster Websler Webster Webster Websler Webster

(a) Note that the purchasa prce included lhe nghts and oblgations under 798 MW ol power purchase agreements.

(b} Note that the purchase price included two addwional generabon assels {Hickling and Jeamson wilh 156 MW of capacity] and thw

Somerset Railroad Corporation.

Note that the purchase price included: a 17.5-mile natural gas ppeline system, a 24-mie transmussion ine, a joad control center, a
headquarters buiding. a spare 540-MW generator and 848 ralcars

23
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Non-Recourse Merchant Generating Bond Debt
SUMMARY OF DEBT TERMS
AES Eastern Edison Mission NRG NRG PPL Redlant
USGen NE Energy Holdings Northeast South Central Montana Mid-Atlantic
Type of Security Pass Through  Pass Through  Senior Secured Senior Secured Pass Through Pass Through Pass Through
.. Certilicates Certificates Bonds Bonds Bonds Certificates Certificates
Ratings Baai/BBB+ Ba1/8BB- Baad/BBB- Baa3/BBB- Baa2/BBB- Baa3/BBB Baa3/888
Offer Date 11/23/98 511799 5/21/99 2/15/00 3/24/00 7/13/00 8/17/00
e e
Tranche 1 $221.6 $285.0 $300.0 $3200 $500.0 $338.0 $210.0
Tranche 2 195.0 265.0 530.0 130.0 300.0 - 421.0
Tranche 3 - - - 300.0 - - 220.0
Total Amount $416.6 $550.0 $830.0 $750.0 $800.0 $338.0 $851 0
DebvPurch. Px 26.2% T 57.9% 46.1% 49.4% 78.0% 44.1% T a04%
DebVkwW $105 $434 $441 $116 $469 $268 $199
Coupon/Final Maturity
Tranche 1 7.459% 1/2/17  9.000% /2117 B.137% 10/1/19 B.065% 12/15/04 8.962% 03/15/t6 8.903% 7/2/20 8.554% 7/2/05
Tranche 2 8.270% 1/2/20 9.670% 1/2/29 8.734% 10/1/26 B.842% 06/15/15  9.479% 09/15/24 - 9.237% 772117
Tranche 3 - - - 0.292% 12/15/24 - - 9.681% 7/2/26
b ncmg(b Sy e e e vttt e e+ e S © et e ¢ s s
Tranche 1 +262.5 +345.0 +260.0 +145.0 +280.0 +290.0 +225.0
Tranche 2 +287.5 +375.0 +280.0 +220.0 +337.5 - +320.0
Tranche 3 - - - +265.0 - - +385.0
Average Life {yrs) 14.9 176 185 1.4 1.4 99 Tge
Tranche 1 11.9 131 139 24 10.2 8.9 23
Tranche 2 18.3 225 20.7 9.5 202 -~ 81
Tranche 3 - - - 21.7 - - 20.7
Avg/Min DSCR 5.16x/3.63x 3.24x/2.13x 2.90x/2.00x All: 2.76x/1.49x 4.16x/2.50x 6.12x/2.15x
Base Case 2.01¢/1.66x
Last 25 yrs:
6.06%/2.94x
Moody’'s DTBE NA 20% 29% 33% 53% 34% 31%
CITIBANGDY'|
24 : [ SALOMONSMITH BARNEY
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High Equity Content Convertible Financing Alternatives

Description

Mandatory convertible short-term preferred

securities structured to allow for tax-deductible
coupons. Structured as a 5 year trust preferred
security and a 3 year mandatory purchase contract

Preferred stock of a wholly owned subsidiary
convertible into commen stock. Due 1o unique
structure, coupons on security are tax-deductible

Initial Equity Content High Moderate
Advantages 4 Very high rating agency equity content 4 Moderate rating agency equity content
A Favorable EPS impact A Potentially sell stock at a premium
4 Quarerly payments are tax-deductible 4 Quarterly paymenls are tax-deductible
A 5S-year payment deferral option A 5 year payment delerral option
A Mandatory conversion A Limited refinancing risk - 30-year maturily
A Inveslors assume downside stock risk A Broadens and diversifies investor base
A Potentially sell stock at a premium 4 Rule 144A eligibility
A Broadens and diversifies investor base
Disadvantages ¥ Higher cash outflow than BUCS ¥ Risk of “hung” convertible in low share price
¥ May require five years of payments growth scenario
¥ Polential ownership/EPS dilution equal to
common stock
¥ Cannot ulilize Rule 144A
Issuer Payoff Profile i e L | - [
/ = )
$ o ! iy
i - /

. 25% S0% 76% 100% 123% 130% 178N 200%
Common Mock Price st Wity

O 2w W% Fhn 0% 26 150% 128 M.
Comion Bioah Prss W Mocunlty

CITIBANCO' |
. | SALOMON SMITHBARNEY
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At time of offering, mandatory convertibles are reported on balance sheet as debt.

Pricing Dtz issuer

5/3/01 PPL Corp.

3/13/01 Duke Energy No
3/7/01 NRG Energy No
10/5/00 Dominion Resources, Inc. Yes
8/16/00 CMS Energy Corporation No
1/27/00 Alliant Energy Corporation Yes
9/23/99 UtiliCorp United, Inc. No
9/15/99 Reliant Energy Inc. No
7/1/99 CMS Energy Corporation No
2/9/99 NIPSCO Industries, Inc. No

*At the time of the offering

27

'35 Act* Offering Structure

Mandatory Convert
Mandatory Convert
Mandatory Convert
Mandatory Convert
Mandatory Convert
Mandatory Exchangeable
Mandatory Convert
Mandatory Exchangeable
Mandatory Convert
Mandatory Convert

| SALOMON SMITH BARNEY
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Merchant Energy — Key Valuation Drivers

P/E |

Management, Strategy and
/D Track Record
Risk Management and
/D Optimization Skills

Financial Strength To
/D Fund Growth

Visible Growth < Disaggregator
/‘D Opportunity Acqu%rgorg

Geographic
/D Diversification § Fuels
ispadcl
Earnings
Competitive Position
EPS Growth
CITIBANGD'|
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Preparing for Carve-Out IPO — Key Considerations

Management » Select separate management and employee teams for Genco and T&D
» Consider Board of Directors compeosition
» Develop incentive compensation programs
» Develop proactive Investor Relations (IR) initiatives

Strategy/ » Refine strategy for each entity post-spin
Financial Considerations » Parent investor message/rationale for carve-out
» Avoid financial support constraints at holding company
» Develop capitalization plans for each entity post-spin
» Develop independent credit rating for each entity
» Use of IPO proceeds — capital repayment to holding company (?7)

» Evaluate tax impact of restructuring and pilan appropriately (preservation
of tax-free spin is important value consideration)

Other » Corporate names
» Corporate headquarters location
» Transition services requirements

CITIBANCDY'|
29 ‘ | SALOMONSMITHBARNEY
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Genco IPO - Critical Success Factors

Success Factor

Comments

Strategic Differentiation and Plan

Size and Scale

Business Diversification

Risk Management

Management & Culture

» Viable strategy with proven ability to execute

P Visible growth potential and track record

P Clear investment story

P Compelling investment differentiation

P Capable management team and campetitive industry experience

» Size to support viable stand-alone enlity
» Financial strength lo lund business growth
» Resources and talent to prolitability grow business

» Geographic regions

» Fuel mix

P Dispatch curve

) Regional asset position and operations

¥ Trading and risk management integrated within development and operations

P Talent and risk analysis tools
P Knowledgs of regional energy markets and regional arbitrage
» Knowledge of fuels (and delivery), transmission and environmental emission markets

¥} Independent management
» Competitive business experience and culture
» Competitive compensation program
P Goal-driven management
CITIBANCDY'|
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' Selected Generators and Merchants: Vision and Strategy

Company/Vision

AES Corp.

To be a global power company 1o serve the

warld's need for electricity in a socially
responsible way

Calpine Corporation
To be a leading and most profitable U.S.
power company

Dynegy Inc.
To be a UJ.S, energy merchant leading
the energy convergence business

NRG Energy
To be a leading global genersation
company, with a top three position in
selected core markets, that provides
superior performance 1o all stakeholders

Mirant

To be the largest producer of elactricity
in the United States and the best
investment in the industry

» Diversified global company--generation and » Premier global power company
distribution » Proven track record with significant EPS growth

» Strong preterence far ownership control (> 50%} » Predictability of earnings through long-term

» Risk management tocus throughout conlracts

» Signilicant emerging market focus » Diversified portiolio with 114 businesses in 25

» Maximize non-recourse project financing countries

» Focus on power generation in LJ.S. market » Demonstrated track record of expansion -- 141

» Be the low-cost producer MW in 1994 to 25,000 projected for 2004

» Base load gas-fired focus » EPS has tracked MW growth

» Assel owner with markeling capability -- contract » Clear strategy focused on greenfield gas-hred
base of 50% of cutput technology as a vehicle 10 be low-cost producer

~ inU.S. market

» Focused energy convergence strategy to pursue » Top tier trader with physical asset suppon
investments in power generation assets in the U.S. » One of the largest marketers and suppliers of

» Capitalize on convergence opporiunilies slectricity and natural gas in the U.S.

» Generation assets in diverse regions » Strong track record and demonstrated success

> Power generation only » Strategy is locused on core regional markets

» U.S. focus with four core US markets focused pnmarily in the U.S. and low sovereign

» Diversification of markets, fuels and dispaich risk countries

» Aggressive acquisition program in core markels » Competitive low-cost regional positions

» Accelerate greenfield/brownfield project » Diversilied generation assets in terms of
development geography, luel mix and dispatch

» Focus on core business foundations of: cost, » Global ptayer with generation and distribution
reliability, customer service and environmenlat assels in high expected return markets
stewards » Eslablished energy marketer wilth global

» Significant focus on energy trading business aspirations

» Grow aggressively by acquisition and development » Baseload asset mix provides significant

brownlield opportunities

3
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' Comparable Company Overview

Track  Visibie Altractive Generation Asset Competitive
Record  Growth Mkis Scale Acq  Development Diversity T&M Experience

Generators

o 0@ 6 @0 ¢

D
O
®
G
®
&
d

Merchants
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' Growth Energy Companies — Strategy and Position

Equity
Market Cap Construction/ vs. Trading &
5/30/01 2002P/E  Operating Development Tolal % Domes. Intl Domestic Development Marketing Wires Other
B $2428 18.8x 26.075 20,370 48,445 21% Yes National Acquisition No Yes Unique
Culture
gliine 14 6B 20.6 5,849 30,156 36,005 100% No National Greenfield Asset Enabling No Gas Focus
Kl -
DYNEGCY 16.1B 20.7 11,871 4,240 16.111 100% Low Multi Reg. Acquisition Top Tier Yes Merchant
Focus
m 5.88 17.6 18,678% 6,183 24,861 79% Yes Multi Reg. Acquisttion Asset Enabler No Diverse
NRG Asset Base
% 268 18.1 5,396 5593 10,089 100% No NE/ECAR  Acquisiion  Asset Enabling  No -
\ 13.68 173 16,354 9,688 26,042 71% Yes Multi Reg. Acquisition Focus Yes  Significant
MIRANT Asian Assats
Reliant . -
. EﬂEfg}l. 978 NM 12,707 2770 15,477 73% Yes Muiti Reg. Acquisition 1 ] No -
{a) Represents total MW; includes pending acquisitions and plants in advanced stages of deveiopment.
(b) Includes net MW under construction. CITIBANGDY'|
13 | SALOMONSMITHBARNEY
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l Valuation Comparables - Generators, Merchants and Utility Wholesalers

Valuation Multples
(US Dotisrs in Midkons Excapt Siock Fice)

Equrty Prics / Fien Value/ 5-Yuar
Stock | %ol52Week  Markst Firm . Nethcomefc) ~ ~ Book EBIDA BB ROE  EPS
Company Price (a) High Low Value Velue(b) LTM  2001E 2002E Value LT LTM LM Growth
Generators
AES Carp {Profarma (or IPL) [AES) $44 56 (JH8%) 100% $23.709 $42370  320n  23Bx 185« 41x  155x 208k 145% 285%
Calpine Carp (CPN) 4778 ury 956 14,273 19920 360 255 202 @2 24 26.8 145 384
Reliant Resources, nc. {RRY) 3350 (107) 38 9782 11277 518 NM NM 34 17.8 258 NA NM
NRG Energy. Inc. (NRG) 2830 {223) 824 5816 g708 278 218 176 28 159 207 148 255
Ornon Power Holdings (ORN) 2735 {19 6§ 677 2,546 4808 725 215 176 22 130 19.5 44 ;S
Median: T {196%) T 877% s o3eea 26w 080k T3de iSex 208k MS%  270%
Merchants
Enson Corp. (ENE} $5323 [H3%) 99% $39.715  $50,705  550x 30 1x 294« 44 1561 215z NA  172%
Duke Energy (DUK) 4445 16 ) 588 34312 49982 218 184 164 32 100 132 TR TR
E! Paso Energy (EPG) 5988 {20 5) 298 00489 48619 250 180 153 44 10 158 151 155
Dynegy (OYN) 4865 (187) 458 15860 20553 314 243 204 43 1”71 252 188 207
Miranl Corp {MIR) 3892 (17 5) 833 13213 18,127 322 203 168 a 163 229 106 224
Aquia Inc (ILA) 2981 (148) 104 2,022 2474 299 NM NM 102 1.0 141 NA NM
Median: (181%)  37.8% = U507 203k 168x A3 U133x 188k 147%  17.2%
Utilities With e Wholessale Focus
Domion Resources (D) $65 87 {2 955% $16321  $28.043  268x 1592 I 24x B9x  14.5x 76% 1034
Amencan Electnc Power (AEP} 40.80 @7 882 16043 30480 417 140 131 20 0.0 133 44 80
Reliant Energy (REI) 4535 (10 1) 707 13400 24285 155 135 123 NA 83 121 16 106
Pubhc Sennica Entespnse Group (PEG) 50 40 (16) 533 10482 20804 144 136 123 25 23 12 "y 56
FPL Group {FPL) 57 44 {21 3) 224 10,101 15587 134 123 114 17 66 16 131 84
PPAL Resources (PPL) 59.10 52 1702 8625 13530 153 4Ss 127 43 74 10.4 %63 123
Consteilation Energy (CEG} 4649 (107) 453 7613 10860 205 150 131 19 82 122 108 94
Allegheny Energy {AYE) 52.43 {48 920 6440 10519 199 135 123 13 105 140 182 100
UtliCorp Uiruted {UCL) 3578 58S 823 4,065 6665 170 145 132 18 10 4 155 102 100
Wedian: (55%)  69.2% - TN T0n 14 0x 12.7x 23x . BEx  12.2% 13.4% 10,0%

Note: EBITOA, EBIT, Net income o Common, and EPS aupssted 10 unussesl uid novied untinly dems.
LTM  Latest Tweive Months as of 030101,
(a) Stock price as of May 30, 2001.
() Frm Vau equais oquity vakie pius straight debl, minortly interes siraighl preferred $ock, all out-ol-money convertibies, and cash,
{€) VB/E/S EPS estimates as of May 30, 2001
CITIBANGDY'|
34 | SALOMONSMTTH BARNEY
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Merchant Energy Financing in 2001
Oftar Amt Moody/S&P uw Reoffer
Date Company Issue Type Structure {($MM) Ratings Calt Spread
06/27  Mission Energy Holding 13.500% due 2008 Notes 7 NCAL $800.0 Ba2/BB- T+50 +889
06/11 Exelon Generation 6.950% due 2011 Senlor Notes 144A w/RR 10 NGAL $700.0 Baal/A- T+25 +168
0507 MianiTIERS 7200%due2004 _ 144A Structured Notes (NG $4000  Baaz/Bee- RS
05/31  The AES Corporation 7375% due 2003 Noles 13PC/3 $2000  Bal/BB - +325
05/31 The AES Corporation 8.750% due 2008 Notes 7 NCAL $400.0 Bai/BB T+50 +350
05/17  PGAE National Energy Group  10.375% due 2011 144A Senlor Notes 10 NGIL $1,000.0 Baa2/8B8 - 45125
05/01 Dynegy-Roseton Danskammer  7.67% due 2016 Pass Through Trust Certs 12.9 WAL $550.4 Baa2/BBB+ T+50 +240
05/01 Dynegy-Roselon Danskammer 7 7% due 2016 F’?;sn Through Trust Certs 144A 79 WAL $250.0 Baa2/BBB+ T+50 +200
Wi
04/26 Mirant Americas Generaton ) 7 625% due 2006 Se—r;i;;r i}olle.s il44A w/FiR)'—w 5 NCA. $500.0 Baa3/BBB- 1425 +290
_04/26  Miran! Amevicas Generation 8.300% due 2011 Senior Notes {144A w/RR) 10 NCAL $850.0 Baad/BBB- T+25 +315
04/26  Mirant Americas Generation 9.125% due 2031 Senior Notes (144A w/RR) 30 NCAL $400.0 Baad/BBB- T+37.5 +340
04/20  Calpine Canada Energy Fin 8.500% due 2008  Senior Notes 7 NCAL $1,500.0 Bai/8B+ T+37.5 +340
04/09 PSEG Power 6.875% due 2006 Senior Notes (144A w/RR) 5 NC/L $500.0 Baat/8BB T+30 +252
04/09 PSEG Powaer 7.750% due 2011 Senior Notes (144A w/AR) 10 NC/L $800.0 Baa1/8BB T+35 +287 5
04/09 PSEG Power 8.625% due 2031 Senior Notes (144A w/RR) 30 NCL $500.0 Baal/BEB T+40 +312.5
04/02 NRG Energy 8.625% due 2031 Senior Noles 30 NC/L $340.0 Baad/BBB- T+25 +282
04/02  NRG Energy 7.750% dus 2611 Senior Noles 10 NCA. $350.0 Baad/BBB- T+25 +305
0402 EdisonMissionEnergy ~ 9.875%due 2011 _ Seniar Notes . lonen $6000 _ Baa3/BBE- T+75 #4895
03/15 Dynegy Holdings 6.875% due 2011 Senior Notes 10 NCL $500.0 . Baa2/BBB+ T+25 - -‘+213
03/09 Allegheny Eneigy Supply 7.800% due 2011 Notes = 1O0NCL §40_00 __Baal/BBB+ T+35 +290
(015 Tho AES Corporalion _____ B375%dua 2011 __ Senior Noles L. VONCL__ mi95  BaBB__ Te50 »343Gil09
02/08  Calpine Corp. 8.500% due 2011  Senior Noles 10 NCAL $1,1500  Bal/BB+ T+375 345
02/06 The AES Corporation 8.875% due 2011 Senior Notes 10 NCAL $600.0 Ba1/8B T+50 +370
$13,482.1
CIMIBANGDY'|
26 z I SALOMON SMITH BARNEY
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Merchant Energy Sector: Secondary Market Spreads
SELECTED MERCHANT ENERGY ISSUES s':’;‘:“;’; :’L :":
Offer Amt Moody/S&P Reoffer Bid Bid :'ector vary trt:olgny
Campany ue Date (SMM) Ratings Spread  Spread 6/11 Spread 6/27
- les high-100s to low-

Exelon Generation 6.950% due 06/15/11  06/11/01  $700 Baal/A- +168 +168 +172 400s.
T T T T o mmmmTT e e Spreads have
Aliegheny Energy Supply 7.800% due 03/15/11  03/09/01 400 Baa1/BBB+ +290 +210 +218 widened recently in
e e response to FERC

price caps and
PSEG Power 7.750% due 04/15/11  04/09/01 800 Baa1/888 +287.5 +199 +200 regional electric
e e e e e e e e e e e price declines.
Mirant Corp. 7.900% due 07/15/09 07/21/99 500 Baaz/BBB- +225 +273 +283
NRG Energy 7.750% due 04/01/11  04/02/01 350 Baal/BBB- +262 +207 +222
Mirant Americas 8.300% due 05/01/11  04/26/01 850 Baa3/BBB- +315 +265 +283
Caipine Corp. 8.500% due 02/18/11  02/08/01 1,150 Bal/BB+ +345 +345 +380
The AES Corporation 8.875% due 02/15/11  02/06/01 600 Ba1/8B +370 +400 +410

QTIBANGDY' |
a7 . F SALOMON SMITH BARNEY
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Recent Secondary Market Spread History
THE STRONG BBB-RATED COMPANIES IN THE MERCHANT ENERGY SECTOR ENJOYED

SIGNIFICANT SPREAD COMPRESSION, ALMOST 100 BP, IN THE SECOND QUARTER

WEEKLY DATA: JANUARY 2001- JUNE 27, 2001
450
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m—— £ xefon Generation
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in contrast, the high-
yield credits have
widened from mid-
300s to low-400s

Exelon Genaration
(rated Baa1/A-)
established a new
spread level for
gencos ~ its ten-year
notes priced at +168.

CITIBANCDY'|
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NRG Energy’s “Rapid-Fire” Senior Notes Offering

$690,000,000 SENIOR NOTES

* NRG Energy announced and priced this offering in a
singte day:
« Took advantage of a positive market tone and
investor familiarity with the credit
« Priced at a narrow spread (aboui 7 bp) to its
actively-quoted secondary market '10
benchmark

FRONSFECTUS SUPFIEMEN]
1T Nugedet Duivi Jeanuty 3¢ M1)

$690,000,000

NRG Energy, Inc,
H G $350,000,000 7.75°Y Schior Notes due 2011
n $340,000,000 8 625% Senior Nowes due 2038

Tl arores dum 20N ol Buar omvennd 4 She bate 4 21T e g semd e mirs st 10 wel hae
el the e d DRI Jog paat Bmren sl 41 e ety 13 per i Agel 8 and (atder | of enb

1

On April 2, 2001,
NRG Energy
successfully priced
$690 million of
Senior Notes, rated
Baa3/BBB-, in two
tranches: a 10-year
and a 30-year

i . i n o W s § I Tt 31 by o ets 4 A | m:,-u-cmlv;- ma‘u‘-ity'
¢ Sole marketing vehicle was an electronically o Py e i e o 6 - Upeal e
dlsfibuted “redﬂ h::ﬂ.:::.u b “-»u.-m.-t oty and will sonk ity wilb 4 ow sy sad Tulee
. Rapfd-flfle approach created a “sense of pore il the sers vt et b S KL bt blanlot ve
urgency” among investors -
bt o e o B o erapait g o o g i
* NRG also benefited from a recent equity issuance of S SRt e
$784 million, combining 18.4 million common shares O e
with 11.5 million equity units — highlighting company’s e SR
commitment o balance sheet strength 11 Fom ot . gl 5, 194, o cormen .10 o e
* By creating deal momentum, the transaction P aT o I L T S e
achieved spreads at the light end of price guidance: R
o 10-yr: +282 bp vs guidance of +285 bp area Banc of America Secutities LLC  Salomon Smith Barney
« 30-yr: +305 bp vs guidance of +310 bp area ABN AMRO Incorporated Deursche Banc Ales. Brown
* The total order book was over $3.5 billion (5.0x) with O P G W s
solid interest in the long bond structure e eiosabe ondbmbank Gorasanarse
Aped 2. 2001
L* The deal was increased n size from $650 million
_TIranche Batings  Struclure Amount Yinld Spread MW Call
- 1.780% due April 1,2011 . .. ___ Basd/BBE: JIONCA . S350 ... 7.789% . +282bp  __ Ta36
—B.625% due April 1, 2031 Band/BBB- ~ 3ONCA  $340 ~ 8€37% 1305 bp T+40
—Total/Average $690 £.207%
M
28 SALOMON SMITH BARNEY
Mwnows of otgroul™



——r—

portion of the acquisilion cost of Meriill Lynch's Global
Energy Markets ("GEM")

* The size of the offering was limited by the amount

Allegheny Energy Supply Company, LLC

7.80% Nutes due 2011

O T L e N P I Dok L LA ]

CGROUP FPLEhergy
1
l Allegheny Energy Supply Inaugural Debt Offering
$400-MILLION OFFERING OF 10-YEAR NOTES: 7.80% NOTES DUE MARCH 15, 2011 The Allegheny
Energy Supply
offering, rated
TRANSACTION GOALS AND OBJECT'VES APEERING MEMOKANDEM CONFIDFNTIAL Baa'llBB B+, was
* The proceeds of the offering will be used to fund a $400.000,000 groundbreaking in

that investors did not
receive expert
consultant reporis.

authorized by the SEC under PUHCA Aguim 11 sad e bopmmgrdttes 14 304 It it o 1 21 e e In fact, no
Rnbermpmon 2t Dut {posn ™
Independent

* The 10-year maturity established a liquid and
durable benchmark for future AE Supply issuance

MARKETING PROCESS

* Company representatives were able to visit investors
in New York, Boston, Minneapolis and Chicago in a
focused 3-day roadshow

Tiog ot bl T s ancsd 1ibdigotorma 1 srwr os ey o wild 1k engeally ek ol of e it mitns iied nd
Wahe et (nbrincs

W o ag i b ik g o iRl AT o k) Sa LR i o, shd gt
Vbt R AT 0 M B s e B @ AT 8 T et |8 e it s Ll s ey K S
g b . apracmn i w0 oy mhlutonsd dekerat B e IS

Imestmg o (he nolet invelves rshs See “Risk Fociars™ beginnng s page 7.

Do st e it oo fgioctnd Why e ik Aat il EWH 8 0y ot ecxumboas Lvws ool Brmg
albind e dd puly b e v Lol Brvts* (a0 vl wmdks Wi |44 s th Sorwattars At} ond
Svtnbe e 1imhrd Yatrs s aanhagy ol Brgnloiom € maki e Serumtat Al bt o dnpine ol corien
PO b cn wnme 11 1 the miten, pu ~PLe o [Rumuton” wnd Nony e {mvsine

i =
* Twenty-four investors who participated in the o ) e 3 Tiom
Prourads b Alleghvy Facrgy Supply (ompany 110 dho b aposme; MY ImsEos

marketing process purchased over 72% of the notes.
Fifty investors participated via:
¢ Biloomberg presentation

Fmenat un de wens wol] scares frme Bloved 15 6 b e et of dstivary

Ec ol ahrn B b kil O, i b ik he iy Tl The [ sber o Lin B pumeory Fivel
4 ompamy 4 Now Yark. New Yook op of shoet Maah |4 20

« Roadshow/One-on-one meelings Salomon Smith Barney
¢ Investor conference call Banc of America Securitics LLC
JPMorgan

* The book of orders grew to over $1 billion —
representing oversubscription in excess of 2.5x

* Allegheny Energy Supply priced their offering at
+290 bp, the tight end of revised price guidance of
+290-295 bp

Mellon Financiat Markets LLC
SunTrust bquuable Securitics Corpuration

Marnh v Nai)

Engineer’s report
was provided to the
rating agencies.

€9¥10200
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‘ PSEG Power LLC

$400-MILLION OFFERING OF 10-YEAR NOTES: 7.80% NOTES DUE MARCH 15, 2011

w
FPRLENnergy

The Senior Notes of

* PSEG Power ("Power”) was the third genco
formed from disaggregated utility generation assets
to tap the bond market (following Ameren and
Aliegheny)

* Power was ihe first genco with nuclear exposure:
30% by capacity and 60% by energy generated

KEY CREDIT POSITIVES

* Power has the #1 market position in the PJM
market

* Diversity of fuel type and dispatch order

* Developed marketing and trading capabilities from
bulk power activities

* Greenfield development in surrounding “Super
Region”

* Targeting 75% contractual commitment to NJ
utility load

UFFERICCOCVLAR

31,800,060,000

& PSEG

Power LLC

SIORO0KN) & % SES M SUTE S IM.- I 2004
BIORGORHU0 71, ¢ NI MHIE AT LS INVE 2L
$500,000,000 B/A NIFYIOR NUTES DIIE 0]

.‘-l.u.lmww wn Apedd IS un A hdber £

The Somior Rutvs wifl sunk sunetly ot ait of ot cshoe seminr mmare 10 bebtodnemn. e
boatemrivs, PASC Fousi Jid . PNXRL Rurlsns Lid mad MG hrevay Revewses wad Prade LI, il
Solly e wsreodiborally gamamich tha \eties Neint vt 8 jutn1 o nd somsrel Susmn. The gruoretbene wil
dﬂnw#mn.l-uudhm-«mm‘-ﬁ-&h—-qu
gparen tors.

The Yomrer Nairs oon rodacmeble ia whods 57 B Past 84 An7 Hems 81 e sprion ot [OUS of the
e ey p-u.-l--—- s acirmed mierrst b Hhe duis of rodempion plas 8 mabe
whids promine o wors folly doserthad n o (iJociag malar madar ke ¢ apien
“Desttiprine of Mo Sonbor Noiss — tipsmat K. dumptinn™

B horr dupend 1o flu & cogiernsion watmmons under she Vorariine dri of 193 reluitag o an
carhamye affet ot ot srvobes of, the Soatue Kotu. Y we fod to 1onply wioh sorain of sar ebligurban
et it rogrriraties vights apvemeal abhin 373 deye aftar the bl bmaure of e Seaiet Noioy,
addiimad intorwst il be payots ou bhe Soains Notm. dppitration iur bosn weds o s dhe Somiar
Notrs ot dhe Lassabonry Jeveh Kichonge

bave utug fa the Srmiue Notrs Suvhrs rishs Sex oy — Segiaming 0 puge 13
it AL NHIE NUTES UK Je PRI l-tnu- NI HCRDVEDINTEREST, IF MY
274 JENIOE NOTES HU'SILL FRR'E 9 Po AND 4OCRURD INTEREYT, IF ANY
v SENILE NOTEY DI'E 2031 PRICE 99 400 KD ¢ RUED INTEREST, 1P SNY

T Niwer Aistas hain sot bern A geriord nimbe th Necirdu Aldlluu—l un b

e a1 V1 sl crmmasl e+ omshr Wik 127 4 s Tha N ruritu s b 1o 13

ans s ® esthon fhe Ma duafﬂlM

121 el £ 4 staarh tias Faupind Suabes sn

af (79 Jur 4 dhsrripinm of prias

Pt s o rssh T, 2 Thnefie 8 emnrnd e pusgh WY

0t Nuaky & (v Imorpmrtiel crpnete for b bear the NAE Vote s it goir bt o7 1

e a8

MUK AN NTANIEY DEAN WITTGR

NALUMON NMITH RARNEY

BN WARKIKG
BANCO! AMLRICA SECUKITIES LU
BANCUNE CAPITAL NARKETN DR
FIRST UNXXY N URITIES INC
JPoAGaN

Apeud 8 3t0

PSEG Power, rated
Baai/BBB/BEB+,
were priced on
Monday, April 9th,
delayed by Pacitic
G&E's bankrupicy
filing on the prior
Friday.

41
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’ Exelon Generation Inaugural Debt Offering

EXELON GENERATION: INVESTMENT HIGHLIGHTS
* Largest unregulated generation portfolio in US {41 GW)
o Nuclear fleet {15 GW) forms foundalion of low-cost, base-load capacity
o Critical mass of portfolio creates economies of scale
o Sithe investment expands greenlield development capabiiities and enhances diversity
o Experienced management team ensures operalional excellence
* The asset-based approach of Power Team (markeling & trading) focuses on optimizing revenue stream
o Benelits from stable revenue stream from long-term contracts with affiliates PECO and ComEd
« Manages additional capacity portfolio of 16 GW of long-term contracts
* Commitment to solid investment-grade rafings
o Leverage stans initially at 30%

» Debt service coverage ratios average almost 10x in the years 2001-2010
EXELON GENERATION: STRATEGIC GOALS
* Develop national generation postlolio with fuel and dispatch diversity

* Grow portiolio through.
+ mergers/acquisitions « development
e innovative technology o joint ventures

e long-lerm off-take contracts

* Drive cost and operational leadership through proven fleet management and economies of scale

* Optimize valtue of low-cost position through power marketing expertise

42
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FPLEnergy

Salomon Smith
Barney acted as Joint
book-runner on the
inaugural debt
offering for Exelon
Generation
Company, LLC:

Coupon:
6.95%
Maturity:
6/15f2011
Ratings:
Baat/A-
MW Call:
T+25 bp
Spread:
+168 bp

' | SALOMON SMITHBARNEY

Morroers of atagroug™
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| Exelon Generation Inaugural Debt Offering (continued)

EXECUTION HIGHLIGHTS

MARKETING STRATEGY

* Compressed due to overwhelming investor demand

* Achieved maximum direct contact in 1 1/2 days
« Bloomberg electronic presentation (19 investors)
o Telephonic one-on-ones (7 investors)

» National investor conference call {55 investors)

INVESTOR RESPONSE
* Massive oversubscription immediately following announcement

* Pricing strategy compressed spreads and reduced order book size

PRICING STRATEGY
* Initial price guidance oi +170-175 bp
* Launched with price talk of +170 bp area

* Priced at +168 bp

The Notes were ullimately allocated to 157 institutional investors in the US and Europe.

CITHANGDY'|
3 : |SAIMQS!\EIHME'\INEY
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Executive Summary

® Merrill Lynch is pleased to continue our dialogue regarding financing strategies to fund growth
initiatives within FPL Group ("FPL")

® We believe that it is important to consider four key issues with respect to establishing a new financing
strategy
» The target capital structure and ratings for each business
» The potential use of off-balance sheet and off-credit financings

» The potential leverage available at the FPL Energy ("FPLE") plant and portfolio level, on a
recourse and non-resource basis

» The extent to which FPL Group desires to establish FPLE as a stand-alone creditworthy,
self-funding subsidiary

® The ultimate funding decisions will involve a prioritization of the following
» Lowest cost financing
» Impact on FPL Group earnings
» Ratings impact of the financing on each FPL Group entity

» Flexibility of the capital structure to accommodate future strategic options, including additional
generation acquisitions and the on-going funding of the development portfolio

& Ability for and timing of FPL Energy to self-finance as a stand-alone entity going forward

% Merrill Lynch
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Executive Summary

NLWAL AL ppd e g Wb QA

Summary Recommendations

%lﬂrrﬂl Lynch

Given the growth/financing plans and the associated capital structure/credit impacts, FPL should
mobilize all available resources to ensure a "soft landing" with respect to investor and rating
agency acceptance of the growth story

Schedule discussions as soon as practicable with ratings agencies to discuss the growth strategy
and financing, including the potential for establishing a stand-alone credit rating for FPLE

Evaluate equity/equity hybrid issuance to achieve certainty of ratings and maximize flexibility for
growth/acquisitions (although recent PSC action will delay market access for FPL)

Design and structure credit facilities to meet financing objectives, including minimizing costs,
maximizing tax efficiency and meeting ongoing liquidity and funding requirements

Prepare financial statements, MD&A and accounting roll-up for FPLE

Begin documentation process in support of capital market issuances, including:

» Structured finance products applied to operational assets with proceeds used to finance
development in 2001 /2002

» Equity and/or equity-linked financing in early 2002
» Non-recourse portfolio-level and project-level financing on an on-going basis

» Additional senior debt financing throughout the forecast with the inaugural FPLE issuance in
mid 2002
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FPL Situation Analysis

Current Credit Ratings

(5&P/Moody’s)
Sr. Unsecured: A+/NR
Industrial Rev. Bonds: NR/A2
T
Issuer Rating:
Sr. Secured: AA-/Aa3 Sr. Unsecured:
Commercial Paper:  Al+/P1 Commercial Paper:

Sr. Unsecured:
Sr. Secured:

® Given the current "negative watch" on FPL’s credit ratings, coupled with regulatory uncertainty

and FPLE’s growth plans, FPL should lay the groundwork for a "soft landing" to a BBB "high"
rating

® S&P’s view of subsidiary ratings will be based upon insulation from the parent company

® FPLE cannot conduct financings on a standalone basis for at least six months to a year due to the
time and effort necessary to meet SEC and rating agency requirements/standards

» SEC requires 3 years of standalone historical financials and MD&A for FPLE
EE Merrill Lynch
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FPL Situation Analysis

Querview

ITLE Net MWs in Operation

($ Millions)

(% Millions)

2001 2002 2003 2004 2005

2001 2002 2003 2004 2005

{m FPLE ® FPLGC (ex FPLE) M IP&L |

® Other than operating cash flow at FP&L and amounts financed on a non-recourse project basis, FPL Group
Capital provides the funding for FPL Group's unregulated operating subsidiaries

¢ FPL Group Capital is able to access the capital markets because of the FPL Group guarantee

® The current plan assumes that the lowest direct cost manner to finance the unregulated growth is to issue
debt at the FPL Group Capital entity

® In the future (at least one year from now), it may be possible to fund growth directly at FPLE

(28 Merrn Lynch
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FPL Situation Analysis '

The Plan, as Forecasted, is Untenable
FPL GROUP (currently rated AA-~ at BP 5)

2041 2002 2003 UV 2003

FROY Tl el
Detinved Rateaz g B30
FEOY B cand
Dernad Rabne

FEOY Tt

Dieniyed Rtz ron B0y

EBIT nteres
Prowed Ratas o B o

Potal Debe TotabCopaheanon

Dornved Rosg o Bl e

FP&L (currently rated AA- at BP 4) FPL GROUP CAPITAL (currently rated AA- at BP 8}

201

————— Sttty ——— S———
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RO Dot past PO dnteiest

Proaned R s 3105 Preco ed ot e B

IO Tnncreat 11O Toderest

Prhaned ot s BT Prornoed Wi e

THIL lheres HE R R TR PRIRN|

e aed Rty o B3

Potad ekt Lol caemalianen

tonl el TotCapataticatios

P xoned Ko, BICS Dhoaned ot o BT s

Note: Credit ratios for FP&L and FPL Group include debt in the amiount of $1.24 billion (1% of FP&L’s $5.92 billion in PPA exposure) and incorporates an additional 10% interest liability
associated with the “debt”, conststend with S&F's (reatment of FP&EL's PPAs.
arriil Lynch
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FPL Situation Analysis '

Rating Agency Considerations Will Be Critical

® The rating agencies have developed views regarding non-regulated generation companies which should be
considered as FPL develops its financing and long-term capitalization pl?n

» Ratings experience draws from the major public generation companies (AES, Calpine, Mirant, NRG,
Orion, Reliant Resources) and utilities with significant non-regulated generation subsidiaries (Duke,

AEP, PSEG, AYE, AEE)

» Financial focus on volatility of cash flows and earnings, coverage ratios and margins, among other
historical and projected financial performance measures

» Qualitative focus on the relative strengths of the new entities' customer base and operating
competitiveness

» Although financial considerations are the primary ratings factors, the company’s ability to react
competitively to changes in its markets will be weighed heavily
® FPLE may be exposed to significant risks including
> Intensity of competition in competitive markets
» Significant exposure to electricity and fuel price volatility at merchant facilities
» Capital-intensive core business
» Potential market entry by new competitors
® Other considerations integral to an FPL Group Capital or FPL Energy credit evaluation include
» Management stability, experience, capability and 'risk appetite’
Ability to implement strategy in regulated, unregulated, and trading businesses
Composition, diversification (geographic, fuel and dispatch) and quality of generation portfolio
Contracted revenues, risk-management and trading expertise
Fuel cost management

Yy vyyvyy

Total production/capacity cost vis-a-vis competitors
%lﬂlﬂll kynch
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FPL Situation Analysis

Insulation Must be Understood to be Achievable — But with "Costs”

® DPartial owneréhjp of a subsidiary by an
outside party

® Separate boards of directors for each entity
® Separate management

® Separate country or jurisdiction

® Separate name

® Absence of cross-default covenants

® Separate financing activities

Regulatory Insulation

° Restrictions{ on cash flow

° Restrictioné on debt as a percentage of
capital |

° RestrictionsI on dividends

® Debt rating! targets established by a
comimission
i

° Limitations! on the amount of investment
in non-utility businesses

¢ Limitations on the types of investments
that a utility or holding company can
make

% Merriil Lkynch
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FPL Situation Analvsis .
Credit Ratings Outlook for FPL

pRVE———
e

® S&P's view of the subsidiary ratings will be predicated upon insulation — which is the exception
and not the rule

® Moody's view of the subsidiary ratings is more “building block" oriented and, therefore, multiple
notches between subsidiaries are defensible

® The guarantee from FPL Group or FPL Group Capital will not go away as long as debt is
outstanding

® The agencies are becoming cautious and even suspicious when evaluating a company's
restructuring/growth plans — no source goes unturned

{E Merrill Lynch
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FPL Situation Analysis '

Merrill Lynch’s View of _Targeted Rating

e FPL Group's ability to achieve and sustain a-rating is highly desireable
» Viewed by market as an attractive/high credit rating
» Allows for continued access to commercial paper market

~ Likely Tier Il borrower but still at attractive rates relative to FPLE level construction
revolver/bank market

- Although volatility of access and pricing must be considered given market conditions in
the recent past

» Allows for a utility rating in theWjfPrange, assuming a 2 notch difference, supported by
insulation

~ In the absence of insulation, — utility is defensible to regulators given the new
posture of the staff and PSC

» Most likely achievable rating given FPL’s capex and growth plan
» Comparable rating to other integrated utilities that combine high growth and credit quality
~ AEP, Allegheny, Dominion, Duke, Exelon

% Merrill Lynch
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FPL Situation Analysis '

Merrill Lynch’s View of a-BBB “High” Targeted Rating (cont’d)

® Additionally, FPL Group’s ability to achieve and sustain a-rating is important for the
success of FPL’s non-regulated energy business |

» Solid investment grade rating is imp&tant for trading and marketing business going forward
> SRS

el
_ < T o : — |
-3

® Public Generation Companies with BBB- or lower credit ratings (such as AES, Calpine, Mirant and
Orion) are actively working to maintain or achieve investment grade ratings

® The desirability of a solid investment grade rating for non-regulated generation and trading and
marketing businesses stems from:

» Higher operating risk than regulated utilities

» High capital requirements to grow the business
- Cannot risk limiting their access to capital

» Counterparty credit standards

— Avoid cash collateral requirement

% Morrill Lkynch
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Recommended Financing Strategy

Summary

‘E MerriliLynch
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Recommended Financing Strategy

The Various Financial Engineering "Levers” Available

Common Stock

Equity Linked Issuance

Leasing/Structured Products

Non-Recourse Debt

Straight Term Debt

Construction Revaolver

Commercial Paper

Eglamll Lynch

Advantages

Market demand is high; preference is for larger deals
Concurrent equity /equity linked offerings have been
executed successfully

Significantly enhances credit ratios

Pricing is attractive/demand is high

Concurrent equity /equity linked offerings have been
executed successfully

Credit friendly with mitigated /delayed EPS impact

Creditand 1% triendly
Can b done for size over multiple projects

Project debt can be utilized on a selective
basis to bolster balance sheet

Yields likely to remain attractive for
foresecable future

Flexible maturities
May be non-recourse

Lower borrowing rate in short term

Disadvantages

Immediately dilutive
Common stock price is currently low relative
to 52 week high

Only 80% equity credit

Dilutive upon conversion

Higher coupon than straight debt
Partial forfeit of upside in stock price

Rating agencies limit total amount which can be
financed in this manner

Likely more expensive in coupon and/or covenants
May create limitations on dispatch/trading

Does not help credit situation

Stringent covenants
Technical committee
Likely secured by equity call at FPL Group

Should ratings drop, A2/P2 market is not cusrently
attractively priced
Limit as to how much can be financed in this manner

20
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Recommended Financing Strategy

NYOOOIN ppt 07/02/2001 925AM (21)

Potential Financing Plans (Dollars in Millions)

FPL Group

FPL Group Capital

FPL Energy

Net Financing Need at
FPL Group Capital

2001

2002 oy

2003

2004

2005

%mnm

w——
e
T—

W aien
-
R
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t

Recommended Financing Strategy

Implied Rating b ]

Impact of the Merrill Lynch Potential Financing Plan® (%

Base Case New Plan

! .

2001 2002 2003 2004 2005 2001 2002 2003 2004 2005

FPL Group (BP 6)

FFO/ Interest [ R i
FFO/Debt

EBIT/Interest e T\
Debt/Total Capital S, S

EPS e e
Accretion/(Dilution) : ol
Implied Rating - X L
2001 2002 2003 2004 2005 2001 2002 2003 2004 2005

FPL Group Capital (BP 8)

FFQ/Interest L]
FFO/Debt L ]

EBIT/Interest e
Debt/Total Capital <SRN

I

(1) Assumes off-balance sheetfoff-credit fimancing is vieroed as 100% off-credit by the raturg agencies.
(2 Credit ratws for FPL Grotp tacltule debt in the ot of $1 28 baflion (21% of FPG LS $5 92 bablron in PPA vyposie Jamd incorposates an addifonaf 1076 pnterest Tty assocled ot

the “debt”, consistent with S&P's treatment of FP&L's PPAs,
% Merr

il Lynch
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Instrument Specifics ,

Unleveraged Partnership Overview

@E Merrill Lynch

The Unleveraged Partnership is a debt financing for economic and tax purposes, but is recorded as
"minority interest” under U.S. accounting rules

The Unleveraged Partnership would allow FPL to monetize existing on-balance sheet assets or fund
potential investments and acquisitions

A third party Merrill Lynch formed investor entity (the "Investor") will contribute cash to a newly formed
partnership (the "Partnership") in exchange for a large economic interest with limited voting rights therein

The Investor will fund its contribution to the Partnership with cash raised by the issuance of 97% debt and
3% equity

FPL, the general partner (the "GP"), will contribute existing on-balance sheet assets (the "Assets") in
exchange for its GP interest

At closing, the Partnership will make a cash distribution to FPL equal to the Investor’s contribution

Lenders and equity investors funding the Investor’s interest will rely on the cash flows generated by the
Assets for payment of interest and equity yield

As the GP with control over the Partnership, FPL will consolidate the Partnership for accounting
purposes. Upon consolidation, FPL's balance sheet will show the assets of the Partnership and minority
interest equal to the Investor’s cash contribution

Funding for the structure can be ubtained in the bank market (rates may be fixed through swaps), or
Merrill Lynch can incorporate privately placed securities

25
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Instrument Specifics

Unleveraged Partnership Structure Diagram

Limited
Partnership

£35 mearrin Lynch

26
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Instrument Specifics

Benefits of an Unleveraged Partnership

® As the GP in the structure, FPL. retains full control and decision making over the assets of the
Partnership

> FPL retgins all of the "upside” potential in the assets

® The Investor’s cash investment in the Partnership is treated as minority interest on the Company's
consolidated financial statements, leading to improved financial ratios (leverage, interest coverage)

® Transaction is considered a loan for tax purposes. Therefore, cash distributions paid from the

Partnership to FPL upon closing are not taxable
=

® Minority interest raised in the Unleveraged Pfegtnership has the following characteristics:
» Tax deductible distributions
» No imputed shares in diluted EPS
» Cost of minority interest less expensive than cost of common equity

» Significant equity credit from the rating agencies

aﬁlhnlll Lynch
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Instrument Specifics
Thoughts on Interim Financing v

e FPL has the option to implement or avoid non-recourse techniques during the heavy construction
cycle associated with the growth plan

e Non-recourse financing requires managerial scale and a specific managerial discipline whether
employed at the plant level or the portfolio/construction revolver level

e Limited investor/financing base does not respond well to one-off non-recourse financings - must
be part of an integrated long-term financing plan

e Construction Revolver /Portfolio level non-recourse financings will require stringent technical
committee tests, debt incurrence tests, and the maintenance of contingent equity calls at FPL
Group given current FPL Group Capital and FPLE financials

e Merrill Lynch believes that the CP market
WD < presents the best priced, most liquid, and least onerous fun

ds available to FPL

e To the extent that the CP market is not accessible or desired, the bank market can be tapped at
attractive prices, for size, and with manageable covenants

%lsrﬂﬂ Lynch : "
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Interim Financing Alternatives '

e There are several alternatives that can be used for additional liquidity and flexibility, as
described below:

¢6¥10200

Product

Advantages

Lxecution Risk

Disadvantages

Capacily

Commercial Paper Existing Program Requires 100% bank Libor $1,000 mm + Minirnal
$87 billion A2/P2 lines plus
Complete range of 25 to 40 bps
maturities
Bank Revolver Maturity flexibility up Market has tightened Libor $1,000 mm+ Moderate
to 364 days Cavenants may be plus
limiting 50 to 100 bps
Construction Revolver Maturity flexibility Limited investor base Libor $2,000 mm Moderate
May be non-recourse Strict covenants plus
Technical committee 150+ bps

£33 Marrin Lynch
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Instrument Specifics

Equity and Equity-Linked Alternatives

(although FPL will be constrained from market access due to recent PSC rate review action)

>

[

Take advantage of strong investor interest in the utility sector
Utilize marketing period to sell a new story to institutional investors

— Formally introduce the pro forma FPLE portfolio and growth strategy

® Further, we believe that the concurrent issuance of an equity-linked security has a number of distinct
benefits for the Company

>

>

>
>

>

Maximize proceeds

Retain upside in the FPL common stock, especially to the extent that the full value of FPLE's growth
potential is not currently reflected in the Company’s stock price

Access a different investor base
Create “competition”/pricing tension between investor bases

Minimize downward pressure on the common stock price

® [n addition, specific product structures can provide additional substantive benefits

>

Significant equity credit from the rating agencies

» Tax deductibility

» Minimal dilution prior to conversion

&E Merrlil Lynch
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Instrument Specifics

Equity Issuance

Price ($)
$80 1

$70
1
$60 4 4
$50 4
$40 -
$30 +
$20

$10 -

%0
05/14/99

Average Daily Volume (in 000's) - LTM : 906.4
- Last 2 Years: 7339
Noa. of days represented by a $500 MM

equity issuance (based on LTM volume) : 8
$500 MM as % of market capitalization 1 5.0%
No. of days FPL stock traded

above $55in - LTM : 175

- Last 2 years : 220
WA
VN e

08/16/99 11/15/99 02/16/00 05/18/00

08/18/00

11/17/00

[~ FPL Group mmm FPL Volume (000's) — S&P Electric Index

Note. S&P Electric Index shoum relative to FPL's stock price

€g§llandlllqnwch

02/22/01

Volume (000's)
~ 4,000

- 3,500

- 3,000

- 2,500}

- 2,000

- 1,500

- 1,000

- 500

0
5/16/01
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Instrument Specifics

FELINE PRIDES QOuverview

e FELINE PRIDES allow FPL to achieve several objectives

» Economic

— FPL can retain a portion of the upside in its share price performance

— Tax deductible distributions

» Accounting

- "Treasury Stock" accounting

» Ratings
— High equity credit from both S&P and Moody’s

An investor agrees to take all of the economic upside and downside of FPL’s common stock -- Differs
from common stock only in that the investor (i) receives an enhanced dividend for 3 years and (i)
forgoes a defined amount of capital appreciation opportunity

% MoarrillLynch
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Instrument Specifics

Concept of FELINE Technology

PRIDES

® Commit to issue stock while
retaining portion of upside

® Receive substantial equity
credit from rating agencies

® Tax-deductible periodic

¢ No share dilution for EPS

Fixed Income Financing

payments

reporting purposes

® Unit comprised of Senior
Unsecured Debt and Equity
Forward Contract

Key Benefits to FPL:

® Tax deductibility at full non-convertible debt rate

® Substantial (80% - 85%) equity credit from rating agencies

® No shares (or fractional shares) for EPS reporting purposes for 3 years under treasury stock

method

® Broadens investor base

% Merrill Lynch
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Instrument Specifics

FELINE PRIDES Terms — Sr. Unsecured Debt Underlying Security

FLLINE PRIDES

Issue Price (Recent FPL Common Price)
Payment Rate
Conversion Premium

Sr. Unsecured Debt

$60.00
8.75% +/-.25%
20.00% +/- 2.00%

Issue Price $60.00
Initial Rate 7.75%
Final Maturity (! 5 Years

Forward Contract

Value of Common Share per PRIDES

Face Value $60.00
Maturity 3 Years
Reference Price $60.00 (revent stock price)
Threshold Appreciation Price $72.00 (20 00% premium)
Contract Adjustment Rate 1.00%

Pre-Tax Cash Flows (3 Years)

Debt Coupon (tax deductible)
Contract Adjustment Rate
Total Pre-Tax Cash Payments

Commen Share Price af End of Year 3
Less than $60.00
Between $60.00 and $72.00
Greater than $72.00
% (1) Debt remarketed to traditional debl investors prior to the end of the thind year.

7.75%
1.00%
8.75%

R W

l.. pemrneteny——t sttt ta o nme J/l

i+
i

»

Share Delivery at Maturity of Forward

Number of Common Shares per PRIDES
(Assuming 20.00% premium)

1.0000 1.0000 - 0.8333 0.8333
H i
1 ]
] ]
i ]
1 ]
' 1
] ]
1 ]
1 '
1 1
{ )
1 (
t t
' !
Delivery of : Delivery of : Delivery of
1.0000 Shares t Shares Equal 1+ 0.8333 Shares
: in Value to :
: $60.00 :
1 ]
1 1
] 1
! :
$60.00 $72.00
Reference Threshold
Price  Appreciation Price

Stock Price at Maturity of Forward

Number of Shares {a pe [ssueq per PRIPES
1.0000
Issue Price/Comumon Price at Maturity (Range 1.0 to 0.8333)
0.8333

MerriliLynch
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Instrument Specifics

FELINE PRIDES Timeline ’Willion FELINE PRIDES Issuance

Reset Note Coupon Payments to

Action

Cash Flows

Stock Flows

Remarketed Note Investors

A
\e—

Note Coupons

Issuance and Contract Note 3-Year Five-Year
Date ! Fees Remarketing 12 Purchase Date Note Maturity
® EPL issu - Remarketing Agent ® Investors deliver ¢ FPL repays Notes
million of FELINE resets note coupon cash of ANENEED
PRIDES consisting Proceeds are held in to FPL under
ol g PRIDES Treasury Bills until Purchase Contract
at ——

® 7.75% (pre-tax)
Coupon Payments on
Notes, plus

e 1.00% Contract
Payments

applied to Forward
Purchase Contract

Coupon Payment
based on reset
coupon

1.00% Contract
Payments continue

e Issuance om
anslillion shares
under Purchase
Contract

(1) Assumes stock price of $60 00 per share.

(2)  Note coupon reset to allow remarketing to traditional debt investors for remaning term. Remarketing ocours privr to the end of the third year.

Marrill Lynch
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Instrument Specifics

FELINE PRIDES Tax and Accounting Considerations

[ssuer Tax Treatment

Issuer Accounting Treatment

Debt Security

® Debt Security is legally separate from Forward
Contract

® Debt Security payments are deductible

® Debt Security can never be used to satisfy Forward
Contract, except if remarketing fails

Forward Contract
® Forward Contract is an equity transaction in FPL stock

¢ Contract Adjustment Payments are not tax deductible

Debt Security
® Debt Security is shown as debt on balance sheet

® Debt Security payments shown as Interest Expense on
income statement (corresponding tax deductions as well,
just as in any corporate borrowing)

Forward Contract

¢ PV of Contract Adjustment Payments reduce equity and
increase other liabilities at issuance

® Substantial majority of Contract Adjustment Payments
run through balance sheet (reducing other liabilities), not
the income statement

® Diluted EPS calculated using Treasury Stock method

» No incremental shares in denominator of EPS until
stock price exceeds conversion price and fractional
shares thereafter

» Fractional shares equals: number of underlying
shares - (strike price on forward contract/average
common stock price during the period)*(number of
underlying shares)

%ﬂmﬂllﬂuﬁ
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Instrument Specifics
Cost of Capital Comparison - Three Year FELINE PRIDES

FELINE PRIDES are less costly than common stock
at annual stock price growth rates above 2.9%

25%
Common Stock "
20%
FELINE PRIDES @
o]
c
‘T 15%
=
1]
=
e
B 100
@ 10% / 3.3% Cost of
S -~ - Capital Savings
3
= 5% -
=]
<
' Stock Price Growth Rate Breakeven for
0% Common vs. FELINE PRIDES {3 yrs.) =2.9"%
-5% T =¥ T
-5.0% / $51.62 0.0% /$60.21 5.0% /$69.70 10.0% / $80.14 15.0% / $91.57 20.0% /$104.04
Annual 3-Year Stock Price Growth Rate/ Share Price in Year 3
(1} Conrmon Stock issued af $60.21 (00% discvient) per shuare antdia 3 0 grass spremd.
{2) FELINE PRIDES have a 8.75% payment rate and u 20% conversion premium; analysis assumes a 6.4% debl rate, u 3.0% gross spread, and u 35% tax rate,
%Hﬂﬂll Lynch 37
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Instrument Specifics

FELINE PRIDES Comparative EPS Impact - $1 Billion Issuance to Retire Debt®

(&

Year Ending December 31,
2002 2003 2004 2005 2006

Common Stock
EPS
Accretion/(Dilution)$
Accretion/ (Dilution)%

FELINE PRIDES
EPS
Accretion/(Dilution)$

i Doy ———

{a)
(b}
{c)
()

Merrill Lynch

Assumes ‘ssuauce ont 123101, Assumes proceeds are wsed to retire existing debt with a pre-tax rate of 7.0%. Asswmnes a tax rate of 35.0% and a stock price CAGR of 10 0%.

Source: I/B/E/S mean earnings estimale obtained 6/29/01. EPS estinutes for years 2003-2006 are projecied using growih rate from Merrill Lynch research of 10.0%.
Common stock issned at $60 21 (0.0% discount) with a 3 0% gross spread. Assumes common stock pays and annual dividend of $2.24, groting at 4.5% anmatly.
FELINE PRIDES issued with a payment rate of 8.75%, a debt rute of 6.40%, a conversion premum of 20%, awud a gross spread of 3.0%.
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Instrument Specifics

Merrill Lynch’s Leadership in Successfully Executing Concurrent Offerings

FR75, (N0 LXNH}
I'RIDLS

Duke
& Energy.

Tne Nexy GeEneaation of Enrasy

Maich 20

$500,000,000
Convertible Bonds

(x

(SN I )

j Fubruary 2008
_

K1, 1 AL675,XKH
Connnon Stack

Duke
& Energy.

Te REXT CENERATION OF EXEROY

Maich 201

$243,750,0()
Conmum Shock

SLS21,860,000
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Transaction IHighlights

Simultaneous offering of 28.75mm Common $Shares and 35mm Equity Units generating {including the
greenshoe) $1,995.7mm of proceeds

» largest add-on transaction in sector history and second largest sector equity deal of all time
» Priced during a week in which the DJII had its largest percentage decline since 1959

2 week marketing period

Equity Units offering upsized from $500mm to $775mm on strong demand

Equity Units offering 4.0x oversubscribed

Proceeds used to repay indebtedness and tor gencral corporate purposes

Market Statistics for DUK (3/13/01)

Stock Price/Div Yield $38.98/2.8% Common Shares ($ in millions) $975
52-Week High/lLow $45.22/$23.72 Equity Units ($ in millions) $775
Market Cap {Pre-Offering) $29,792 Maturity 5 Years
2001 P/R W 16.6x Ratings A3/A
200218 P/ W 14.8x Cash Coupon 8.25%
5-Year EPS Growth Rate 10.0%-15.0% Conversion Premium 22.0%

Features

The Equity Units are similar to FELINE PRIDFS consisting, of
» Equity Forward Contract that will settle on May 18, 2004

kR 5.87% senior debentures that will be remarketed on February 18, 2004 and mature on
May 18, 2006
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Instrument Specifics
NRG Energy

Transaction [lighlights

o Simultancous offering of 18.4mm Conunon Shares and 11.5mm Equity Units generating
(including the greenshoe) $784.3 mm of proceeds

® 2 week marketing period

AR ®  Equity Units offering upsized from $200mm to $250mm on strong demand
10,000,000 Equity Units .

m (1l comnng of 10,808,008 Corpmsia Unie) ®  [Equity Units offering 5x oversubscribed

NRG NRG Energy, Inc ® Stock traded up 6.4% from announcement to pricing
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® Proceeds used to repay acquisition related indebtedness and for general corporate purposes

Terms

Markej Statistics for NRG (3/7/01})

E&"__":_.:‘_. E::.' E:EE Stock Price $27.20 Common Shares ($ in millions) $430
r;._':_:_—::.-;:_.::?:“:::*{;: 52-Week High/Low $37.50/$15.00 Lquity Units (§ in millions) $250
?Eff:fiﬁ::k ;_-:_—_-_-_-.-«- Market Cap (Pre-Offering) $5,332 Maturity 5 Years
i Ly ™ e Firt Boon 2001E P/E 20.8x Ratings Baa3/BBB-
CIBC Workd Murkets 20021 P/E W 16.7x Cash Coupon 6.5%

e man it Barmes 5-Year EPS Growth Rate 25.0% Conversion Premium 22.0%

® The Equity Units are similar to FELINE PRIDES consisting of
» Equity Forward Contract that will settle on May 15, 2004

»  6.5% senior debentures that will be remarketed on Iebruary 17, 2004 and mature on
May 15, 2006

(@) Source: First Call estinuites. ——— —— ——
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