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DISTRIBUTION SUBSTATION CAPACITY PLANNING

INTRODUCTION

1.1 Objective

The objective of the revised planning criteria is to provide substation capacity at an
optimal cost while maintaining the acceptable reliability and operating flexibility. This
will be done by improving the utilization of existing and future substation capacity,
and without imposition of undue burden on distribution facilities to backstand
substation transformer capacity for extended periods of time.

1.2 Application

These criteria/guidelines shall be used by Distribution Planning, in conjunction with
Transmission & Substation Technical Services, to develop risk-ranked
recommendations for budgeting of projects to relieve potential overloading of
distribution substation transformers due to load growth.

As part of its annual Planning /Budgeting process, Distribution Planning reviews
historical feeder loads and forecasted new loads. Their primary interest is to identify
the need for new distribution projects (new feeders, etc); but their efforts also
facilitate the forecasting of future distribution substation power transformer loads and
associated potential overloads since feeder loads can easily be rolled up to the
transformer level. Distribution Planning also has access to other relevant information
for identifying and for risk-ranking of potential overloads, such as: number of
Customers out following a transformer outage, capability to transfer load via
switching of the distribution network, number of switching operations/time to transfer
load, and critical Customers potentially affected.

Transmission & Substation Technical Services, on the other hand, has access to
other relevant information, such as: transformer age and condition, ability to parallel
transformers to alleviate overloads, and autorestoration implications.

Therefore, both Distribution Planning and Transmission & Substation Technical
Services must be deeply involved in the process of identifying and ranking potential
distribution substation power transformer loading problems.

1.3 General Philosophy

The revised distribution substation capacity planning criteria utilizes "Substation

Firm" capacity criteria, which depends upon sufficient transformer capacity within the
substation for the backstanding of any transformer outage within that substation ,
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and “Area Firm” capacity criteria, which depends on utilizing the capability of the
distribution network in an area to transfer load to adjacent substations following a
transformer outage. Note that "Mobile Substation Firm" capacity criteria, which
depends upon mobile transformers for the backstanding of long duration transformer
outages, is a subset of “Area Firm”. The actual design of the distribution
substation/feeder power delivery system will use a mixture of substation firm and
area firm substation firm capacity planning criteria dependent upon the actual
circumstances applicable to the local load area.

1.4 Distribution Substation Power Transformer Loading Capability

Generally, distribution substation power transformers are capable of being loaded to
130% of nameplate in the summer, for up to 6 hours per day, provided that the
loading does not exceed 100% of nameplate rating for the remainder of the day. in
the winter, power transformers can be loaded to 150% of nameplate in the summer,
for up to 3 hours per day, provided that the loading does not exceed 100% of
nameplate rating for the remainder of the day. Power transformers can be loaded to
these levels day after day, without accelerated loss of life, and without regard to
whether all other facilities are in service {system normal condition) or, whether an
adjacent transformer is out of service (single contingency or emergency condition) -
the transformer doesn’t know the difference. Because these loading criteria
represent a significant departure from FPL's power transformer loading guidelines of
the past, any forecasted loads above 100% of nameplate rating for system normal
condition shall also be reported by Distribution Planning to Transmission &
Substation Technical Services for in depth verification of specific transformer loading
capability.

1.5 Mobile and Spare Transformer Installation Times

The typical timeframe for installation of a mobile transformer following a transformer
outage is 36 hours in substations which have been outfitted with mobile hookup
provisions (i.e.: bus extension, pole to tap the high-line, etc.), and 48 hours in
substations which have not been outfitted with mobile hookup provisions (but which
do have sufficient access and space).

The typica! timeframe for installation of a spare transformer following a transformer
outage is 5 to 7 days.
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2 CRITERIA DEFINITIONS AND APPLICATION

2.1 Substation Firm

This criteria requires that individual substations have sufficient installed transformer
capacity for backstanding 100% of the substation seasonal peak load. Restoration of
service in a substation firm load area is very simple; the transformer that is out is
isolated and then either a bus-tie switch or breaker is closed to restore the interrupted
distribution feeders. In an autorestoration substation, this is done automatically; and
care must be taken to insure that when load is automatically transferred from a failed
transformer, the remaining transformer to which the load is transferred does not trip
on overload. Although feeder switching to pick up load is not part of the Substation
Firm planning philosophy, Distribution Planning shall consider, and report on, such
capability as a ranking tool for Substation Firm locations.

2.2 Area Firm

“Area Firm” utilizes the capability of the distribution network in an area to transfer load
to adjacent substations following a transformer outage. This is done to prevent
overloading of the remaining transformers. Following a transformer outage, transfer
load to the remaining transformers up to their allowable ratings, to the extent allowed
by the substation configuration. Then, transfer the remaining unserved load to
adjacent feeders up to the usable capacity of the distribution network. Each load area
is unique; and careful analysis of the local distribution network is necessary to
determine the maximum useable capacity.

An Area Firm Load Area is the area surrounding the substation being studied whose
limits are defined by the feasible switching operations that will restore load after the
outage of one transformer. Some cascading beyond immediately adjacent feeders
may be expected to avoid loading equipment beyond capacity. Any contingency
scenarios requiring more than 6 switching steps and/or voltage/protection violations
will be sent to Substation for project review and evaluation. In no case is the system
normal seasonal peak load in an Area Firm Load Area to exceed the sum of the
transformer capabilities in that Area.

{Note that if our philosophy is to leave feeders abnormally switched for whatever
period of time it takes to bring additional transformer capacity into the Area (which, for
example, would be up to a week to install a spare}, then Distribution may have
increased exposure for incurring additional SAIDI during this period.]
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2.2.1 Mobile Firm

This criteria is a subset of Area Firm. It involves the use of mobile transformers to
provide backstanding for the loss of a distribution substation power transformer. The
following is an explanation of how mobile transformer firm criteria will be applied.

Single Transformer Substations -

Total substation ioading will be limited by the size of the largest mobile transformer
designated for the site. Following is a link to a complete listing of mobile transformers
and related mobile equipment maintained by Transmission & Substation Technical
Services: http://cafe.fpl.com/sharepoint/transsub/TechSves/Transformers/Shared
Documents/Mobile Equipment/MOBILE EQUIPMENT 092810 .xIs

The loading on any mobile transformer shall never exceed 100% of its nameplate
rating. That is the absolute maximum capability of a mobile.

Power Systems Distribution Dispatch Offices will restore load before the mobile
transformer is installed. Customers shall not intentionally be left out of service until the
mobile transformer is installed, if at all possible.

Preferably, feeders will be switched back to their normal field configurations and
loading as soon as the mobile transformer is installed. This allows for backstanding
other contingencies until the damaged transformer is repaired or replaced. However,
as a ranking tool, Distribution Planning shall consider, and report on, the capability to
serve all ioad following mobile installation and with extended switching.

Multiple Transformer Substations -

Following the loss of a transformer, load will be transferred to the remaining
transformer(s), up to 130% of nameplate in the Summer, 150% of nameplate in the
Winter, and as allowed by the substation configuration; and the remaining load will be
transferred to the mobile transformer when it is installed, up to its capacity. As in the
case of the single transformer substation, as much of the excess (beyond capacity of
remaining transformers) load as possible will be picked up in the field by switching of
feeder ties, prior to installation of the mobile transformer. Feeders will be switched
back to their normal field configurations and loading as soon as the mobile
transformer is installed. However, as a ranking tool, Distribution Planning shall
consider, and report on, the capability to serve all load following mobile installation
and with extended switching. At substations with 3 or more transformers, paralleling
of the remaining transformers to balance the load following a transformer outage may
be an option; but this needs to be investigated on a case-by-case basis (see Section
3.4).
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3 PLANNING GUIDELINES & CONSIDERATIONS
3.1 Choosing The Appropriate Planning Criteria

The primary criteria for future substation capacity additions will be mobile
transformer firm. However, there are many distribution substations that have
design or space limitations that make the use of mobile transformers backup
undesirable. The Substation Engineering Group should be contacted to determine
whether or not a non-moduflex substation is suitable for mobile transformer
backstanding. If not, substation firm capacity criteria must be used.

The nature of load served will dictate the use of substation firm capacity, rather
than mobile substation firm, particularly if an extended service interruption carries
the risk of high economic or sociological impact. Examples of this include:
-Dense, urban high-rise buildings in a downtown area

-Areas containing major regional hospital complexes

-Geographical Island areas (i.e., Key Biscayne, Hutchinson Island, Palm Beach,
Gaspatrilla Island}

-Electrical Island areas served by one or two sources only (i.e. Hallandale
Substation)

There should be a concurrence between Transmission Planning, Distribution
Planning, and Transmission & Substation before station firm criteria is used, based
solely on load type.

3.2 Load Forecasting Methodology

Substation capacity planning shall be based on historical transformer peak loads
(simultaneous), plus known, projected load growth. The historical transformer peaks
shall be obtained via our Pi (to become EDNA in the near future} SCADA system.

3.3 Winter Peak Capacity Planning
Winter peak capacity planning will be allowed for all Regions. The criteria is:

« FEEDERS: No contingency (winter peak is the contingency). Load up to
winter emergency ratings. Projects will be developed for feeders
exceeding 684 amps. Relays will not be set higher than 720 amps (except
under emergency conditions). Considerations must also be made for
feeders that do not have the available fault current to raise relays to the
specified value.
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» SUBSTATIONS: Winter peak load not to exceed 150% of substation
transformer nameplate. Transformer out contingency is NOT considered
under winter peak load conditions.

3.4 Paralleling Transformers

Substations with 3 or more transformers may be subjected to overload following
loss of one transformer because the load fed from that transformer can only be
transferred to one of the remaining transformers. In such cases, it may be possible
to plan for overload mitigation by paralleling the remaining transformers so that they
share the load of the transformer that is out of service. This would be accomplished
expediently by closing the bus tie-breaker via dispatcher operation following a
contingency. Distribution Planning will provide Substation the stations it identified
under this criteria. There are several issues that need to be investigated for each
specific instance where this is considered as an alternative, including:

1. The parallel configuration increases the available fault current on the low voltage
substation equipment and the associated distribution feeders. This could
potentially result in fault currents in excess of equipment capability, a situation
which should not be allowed to occur.

2. Transmission line relays at some voltage levels may "see through" the paralleled
transformers and trip the transmission line for close-in feeder faults.

3. A bus fault will cause loss of both paralleled transformers.

4. In Scheme 10 substations, closing the bus tie-breaker to parallel transformers will
lock out the entire substation if it is closed into a faulted bus.

Each case must be reviewed separately by Distribution Planning, Transmission &
Substation Technical Services and Protection & Control. For planned paralleling of
transformers, supervisory control of the bus-tie-breaker should be installed and
telemetered transformer loading should be available.

3.5 Autorestoration

Auto-restoration is very desirable when the load permits transferring a failed
transformer's load to an adjacent transformer. This eliminates a potentially lengthy
outage. However, when loads are too high, auto-restoration can cause cascading
transformer outages. Therefore, the following practice has been implemented
regarding auto-restoration.

All substations with autorestoration are identified in the System Control Center
(SCC) at the LFO; and the loadings of their transformers are continuously
monitored by the SCC. When the loading reaches a level such that if
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autorestoration was activated and the load is 140% or greater than the nameplate
rating of the smallest transformer, autorestoration is automatically disabled.
Autorestoration is re-enabled when the load drops t0120% of the nameplate rating
of the smallest transformer.

3.6 Distribution Planning Recommendations

When Distribution Planning reports potential overloads and recommends projects to
mitigate such overloads to Transmission & Substation such reporting shall include
not only the projected transformer loads; but also the pertinent ranking data: namely,
number of Customers out following a transformer outage, capability to transfer load
via switching of the distribution network, number of switching operations and average
time to transfer load, number of Customers left out and for how long; and CIF
Customers potentially affected.
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DISTRIBUTION SUBSTATION EQUIPMENT GUIDELINES

DEFINITIONS
To properly apply this loading guide, it is necessary to clearly define the terms
Normal Loading and Emergency Loading.

1.1

1.2

Normal L.oading

Normal loading is defined as the operating condition where all substation
equipment is in service and operating at or below nameplate rating. The
condition of a planned equipment outage for maintenance or construction
purposes is considered normal loading.

Emergency Loading
Emergency loading is defined as the operating condition where an equipment

" failure or unavoidable system condition has caused the necessity of loading

substation equipment beyond its maximum nameplate rating.

DISTRIBUTION SUBSTATION POWER TRANSFORMERS

2.1

Normal & Emergency Transformer Loading

Generally, distribution substation power transformers are capable of being
loaded to 130% of nameplate in the summer, for up to 6 hours per day,
provided that the loading does not exceed 100% of nameplate rating for the
remainder of the day. In the winter, power transformers can be loaded to
150% of nameplate in the summer, for up to 3 hours per day, provided that the
loading does not exceed 100% of nameplate rating for the remainder of the
day. Table 1 shows these load and temperature cycles. Power transformers
can be loaded to these levels day after day, without accelerated loss of life,
and without regard to whether ali other facilities are in service (system normal
condition) or, whether an adjacent transformer is out of service (single
contingency or emergency condition) - the transformer doesn’t know the
difference. Because these loading criteria represent a significant departure
from FPL’'s power transformer loading guidelines of the past, any forecasted
loads above 100% of nameplate rating for system normal condition shall also
be reported by Distribution Planning to Transmission & Substation Technical
Services for in depth verification of specific transformer loading capability. If
there is any question of a particular transformer’s capability with respect to
operation above nameplate rating, a project to install remote temperature and
gas monitoring shall be initiated.
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Table 1: Profile to be used for Power Transformer loading when the Transformer is
required to operate above Normal Nameplate load

SUMMER WINTER SUMMER WINTER SUMMER WINTER

HOUR | LOAD P.U | LOAD P.U |Continuous P.U|Continuous P.U] TEMPERATURE | TEMPERATURE
12:00 AM 1.0 1.0 1.15% 1.3* 26.7 °C 5.0°C

1:00 AM 1.0 1.0 1.15* 1,3* 26.1°C 4.4°C

2:00 AM 1.0 1.0 1.15* 1.3% 25.6 °C 3.9°C

3:00 AM 1.0 1.0 1.15% 1.3* 254 °C 3.9°C

4:00 AM 1.0 1.0 1,15% 1.3* 25.3°C 3.3°C

5:00 AM 1.0 1.0 1.15% 1.3* 26.7°C 2.8°C

6:00 AM 1.0 1.5 1.15* 1.3*% 28.9°C 5.0°C

7:00 AM 1.0 1.5 1.15% 1.3* 30.6 °C 6.7°C

8:00 AM 1.0 1.5 1.15* 1.3* 33.1°C 8.3°C

9:00 AM 1.0 1.0 1.15* 1.3* 34.4°C 10.0°C
10:00 AM 1.0 1.0 1.15* 1.3* 35.0°C 11.7°C
11:00 AM 1.0 1.0 1.15* 1.3* 35.0°C 13.9°C
12:00 PM 1.0 1.0 1.15* 1.3* 35.0°C 13.9°C

1;00 PM 1.3 1.0 1.15% 1.3* 35.0°C 14.4°C

2:00 PM 1.3 1.0 1.15* 1.3* 35.0°C 15.0°C

3:00 PM 1.3 1.0 1.15* 1.3* 35.0°C 13.9°C

4.00 PM 1.3 1.0 1.15* 1.3* 35.0 °C 12.8°C

5:00 PM 1.3 1.0 1.15% 1.3% 34.4 °C 11.7°C

6:00 PM 1.3 1.0 1.15% 1.3* 33.9°C 11.1°C

7:00 PM 1.0 1.0 1.15* 1,3* 32.2°C 10.0°C

8:00 PM 1.0 1.0 1.15%* 1.3* 294 °C 9.4°C

9:00 PM 1.0 1.0 1.15* 1.3* 28.9°C §.9°C
10:00 PM 1.0 1.0 1.15% 1.3* 27.8°C 8.9°C
11:00 PM 1.0 1.0 1.15% 1.3* 27.2°C 5.6°C
*As long as Top Oil and Hot Spot Temperature does not exceed 105 and 130 Deg. C respectively
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3 FEEDER VOLTAGE REGULATORS

3.1 Normal L.oading
Under normal operating conditions, feeder regulators may be loaded up to the
values shown on Tables 2 and 3.

The ratings shown on Table 2 are based on a continuous loading. Itis
important to note that in cases where a feeder has 3 single phase regulators
of different ratings, the feeder loading will be limited to the lowest rated
regulator loading limits.

The ratings shown on Table 3 may be used on regulators which have had
their regulation range restricted to -10% through +5%. This may be achieved
by pinning the operating mechanism; and may require adjustment of the
substation transformer taps to raise the operating bus voltage. Use of this
option requires prior review and approval, for each case, by the Substation
Component Team, Distribution Planning, Power Quality , and in the cases
where transformer tap adjustments are required, Power Supply.

3.2 Emergency Loading
In emergency conditions, the ratings shown in both tables shall not be
exceeded. It is important that regulators be blocked from stepping to taps
which would result in loading beyond the limits established in these guidelines.
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4 FEEDER CIRCUIT BREAKERS & MISCELLANEOUS LOW VOLTAGE
EQUIPMENT

41

equipment may be loaded up to the values shown in Table 4.
Because of the relatively small mass involved with each of these devices, they

will reach their ultimate temperatures in a short period of time. For this

Low voltage circuit breakers, reclosers and miscellaneous types of substation

reason, these devices have lower emergency ratings than transformers and
voltage regulators. The emergency ratings in the table are 2 hour ratings.

Table 2: Requlators - Full Requlation
Summer | Winter Summer Winter
Regulator Voltage | Nameplate | Normal Normal | Emergency | Emergency
Size Applicatio Rating Rating Rating Rating Rating
n (note 2) (note 2)
(Ph - Ph})

100 KVA 4.16kV 400/640 400 480 498 560
167 KVA 13.8kV 219/350 219 260 272 307
250 KVA 13.8kV 328/525 328 390 407 459
333 KVA 13.8kV 418/668 418 500 518 585
416 KVA 23kV 289/462 289 345 358 405
432 KVA 23kV 300/480 300 360 372 420
500 KVA 13.8kV 627/668 627 750 777 878
576 KVA 23kV 400/640 400 480 496 560
720 KVA 23kV 500/668 500 575 575 650
500 KVA - 3 ph 23kV 209/334 209 250 259 293

1. All ratings are in amperes.

2. Emergency ratings are for one 2 hour period during any 24 hour period only, after
which period the load must be returned to the Normal Rating. Emergency ratings to be

used only where the capability exists to monitor the actual loading and duration.
Summer Ratings apply when the ambient air temperature is between 50° and 95°F.
Winter Ratings apply when the ambient air temperature is 50°F or less.

w
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Table 3: Requlators at +5% to -5% Regqulation
Summer Winter Summer Winter
Regulator Applicatio | Nameplate | Normal Normal Emergency | Emergency
Size n Voltage Rating Rating Rating Rating Rating
(Ph - Ph) (note 2) (note 2)
100 KVA 4.16kV 400/640 640 768 792 852
167 KVA 13.8kV 219/350 350 420 433 466
250 KVA 13.8kV 328/525 525 630 649 698
333 KVA 13.8kV 418/668 668 800 827 890
416 KVA 23kV 289/462 462 555 572 615
432 KVA 23kV 300/480 480 576 584 639
500 KVA 13.8kV 627/668 668 800 828 935
576 KVA 23kV 400/640 640 765 792 852
720 KVA 23kV 500/668 668 765 765 865
500 KVA - 3 ph 23kV 209/334 334 400 413 445
1. All ratings are in amperes.
2. Emergency ratings are for one 2 hour period during any 24 hour period only, after
which period the load must be returned to the Normal Rating. Emergency ratings to be
used only where the capability exists to monitor the actual loading and duration.
3. Summer Ratings apply when the ambient air temperature is between 50° and 95°F.
4. Winter Ratings apply when the ambient air temperature is between 50°F or less.
5. To achieve these ratings substation department MUST physically limit the operation of

the regulator so that it cannot utilize taps +9 thru +16 (i.e., >+5% thru +10%). The power
transformer(s) tap(s) may have to be raised in the station in order for the customers to
have adequate voltage for this option.
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Table 4: Circuit Breakers and Miscellaneous Equipment
Summer Winter
Equipment Nameplate | Normal | Emergency | Emergency
Type Rating Rating Rating Rating
{note 2) (note 2)
Distribution Qil Breaker 600 600 600 774
Distribution Qil Breaker 1200 1200 1320 1320
Distribution Vacuum Breaker 560 560 616 722
Distribution Vacuum Breaker 600 600 660 774
Distribution Vacuum Breaker 1200 1200 1320 1320
Metalclad Breaker, 15kV 1200 1200 1320 1320
Metalclad Breaker, 27kV 600 600 740 (note 5) | 740 (note 5)
Metalciad Breaker, 27kV 1200 1200 1320 1320
Breaker Current Transformers 600 600 750 750
Breaker Current Transformers 1200 1200 1500 1500
Disconnect Switches 600 600 810 978
Disconnect Switches 1200 1200 1620 1856
Phase Reactor, 0.5 Ohm 600 600 829 908
Phase Reactor, 1.25 Ohms 600 600 727 797
Phase Reactor, 0.5 Ohm 400 400 485 530
Phase Reactor, 0.5 Ohm 450 450 545 597
Phase Reactor, 0.5 Ohm 500 500 606 664
New Metalclad Substations:
25kV, TMCMIL AL direct buried in 590 Summer 677 698
duct wet soil 590
Winter
614
25kV, 1TMCMIL AL direct buried in 564 Summer 642 661
duct dry soil 564
Winter
586

1. All ratings are in amperes.

2. Emergency ratings are for one 2 hour period during any 24 hour period only, after
which period the load must be returned to the Normal Rating. Emergency ratings to be
used only where the capability exists to monitor the actual loading and duration.

Obhw

which the loading must be reduced to 570A for the next 2 hours.

Summer Ratings apply when the ambient temperature is between 50° and 95°F.
Winter Ratings apply when the ambient air temperature is 50°F or less.
The emergency ratings for the 600A, 27kV metalclad breaker apply for 4 hours, after
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DISTRIBUTION CAPACITY PLANNING GUIDELINES

DEFINITIONS
To properly apply this loading guide, it is necessary to clearly define the terms
Normal Loading and Emergency Loading.

1.1 Normal Loading
Normal loading is defined as the operating condition where all equipment is in
service and operating at or below manufacturer's nameplate rating. This load
can be applied to a device, day after day without any appreciable loss of life.
The condition of a planned equipment outage for maintenance or construction
purposes is considered normal loading.

1.2 Emergency Loading
Emergency loading is defined as the operating condition where an equipment
failure or unavoidable system condition has caused the necessity of loading
equipment beyond its maximum nameplate rating. This rating is based on an
acceptable amount of deterioration for each emergency.

FEEDER EQUIPMENT

2.1 The following is a list of Feeder Devices that are evaluated for loading:

Breakers

Phase Pick-up *
Regulators

Reactors

Cable, primarily pull-off *
Overhead conductor *
Submarine Cable *
Auto Transformers *
Reclosers

Field Regulators

(*) Identifies devices that may be used as the “Normal Limiting Factor” or the
“Emergency Limiting Factor” for a feeder inside the Planning System.

2.2 Field equipment not used as the limiting factor for the feeder, i.e. reclosers, field
regulators, conductor, etc. will be evaluated for loading.
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2.3 Breakers, regulators, & reactors will be considered for replacement by Power
Delivery using a probabilistic approach that uses loading as one of the inputs.

2.4 The phase pick-up is defined as the normal tap setting, de-rated slightly to allow
for phase imbalance and relay tolerances. Table 1 expresses the ratings of the
phase pick-ups in MVA for FPL’s three distribution voltages.

2.5 Overhead conductors have both summer and winter ratings and have been
summarized in Table 2.

2.6 Underground cable ratings including submarine cables are in the Distribution
Construction Standards in Section UV-15. Table 3 is a condensed version of the
most commonly used cables with values in MVA and adjusted for a 7% phase
unbalance. Table 4 is the amp ratings without the adjustments. Both have been
expanded to handle more fully loaded cables in a duct system than the tables in
UV-15. Dry ratings are used for direct buried cables and cables in conduit. Wet
ratings are used for cables installed in encased duct banks. The tables have both
normal and contingency ratings.

2.7 Auto-Transformer loading should be kept below:

> 90% of Nameplate Rating during summer peak normal conditions, or below
6.75 MVA (7.5 MVA unit), 10 MVA (11.2 MVA unit), 13.5 MVA (15 MVA unit).

> 120% of Nameplate Rating during summer emergency conditions, or below 9
MVA (7.5 MVA unit), 13.4 MVA (11.2 MVA unit); 18.0 MVA (15 MVA unit) *

> 140% of Nameplate Rating during winter emergency conditions, or below 15.7
MVA (11.2 MVA units); 21.0 MVA (15 MVA units) *

* Provided that: Auto-Transformer average summer load does not exceed
90% rated capacity and the peak duration does not exceed 8 hours.

The instaliation of 15 MVA Auto-Transformers should be limited to only feeder
pulloffs in order to utilize the capacity of the feeder position as much as possible.
If a 23 KV feeder dual pulloff is used to serve a 13 KV area, avoid using a15 MVA
unit by installing 2 - 11.2 MVA units as step-downs from 23 to 13KV whenever
possible. Normally, for feeders with adequate feeder ties, 11.2 MVA Auto-
Transformer units should be used for feeder ties away from the substation unless
there is a special need.

2.8 Reclosers have a Normal Rating equal to 120% of their nameplate rating. An

Emergency Rating is not assigned since reclosers can be by-passed during
emergency conditions.
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3

DISTRIBUTION PLANNING GUIDELINES

3.1 Evaluation of Normal Overloads

Whenever possible, a normal overload should be alleviated by switching even if it
creates a contingency problem that needs to be addressed. If this is not possible,
a project categorized as a Normal Overload should be identified. In most cases,
contingency load problems are solved as well by the “Normal Overioad” project
because usually heavily loaded feeders above their normal ratings have
insufficient capacity for emergency conditions.

Normal Overload projects should have a higher priority than projects addressing
contingency overloads as described below.

3.2 Evaluation of Throwover Overloads

Throwover overloads are considered a higher priority contingency than the single
contingency overloads described below, due to the risk of losing an additional
feeder. As for all contingency overioads, the emergency rating is used as the
limiting factor.

3.3 Evaluation of Contingency Overloads

The current guideline is to plan for a single contingency and to utilize up to 6
switching steps to restore service. This is accomplished by using the Feeder-Out
program in the Planning System, which systematically takes out the first line-
section of each feeder. Contingency analysis has also been extended to other
critical sections such as submarine cables and auto-transformers.

In addition to the Feeder-Out program, the Line-Section-Out program is used to
perform a risk assessment for each feeder by looking at the probability of losing
any switchable line-section and calculating a LID (Load Interruption Duration) and
CID (Customer Interruption Duration) for each line-section. These line-section
values are then added together to provide a feeder value that will be used for
further evaluation or prioritization.

STAFF 002908
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3.4 System Expansion project prioritization order

In general, the priority order for Distribution System Expansion projects is as follows:

1.

Multi-Year Projects in Construction (Carryover projects).
{Note: Deferred projects that never started in construction should be re-justified again each
year and if approved, should not be included under this ranking group)

Projects addressing Protection/Coordination or Low Voltage issues.

Large Projects

3a. Large Revenue Projects (LRP).

(Note: The LRP projects are not funded under the SE budget. However, they are included on
the list if they require new feeders/substations for Power Delivery to budget for them)

3b. New Substation projects
(Note: New substations require a higher ranking than new feeder projects because: Large capacity added in the area;
Cost of investment in CRE substation site; Permits, etc}

3c. Special Business Needs. / OH/MUG Conversions. / KV Conversions.
{l.e. Installation of UG ducts for future use; special reliability improvements, or other special
needs, etc)

Projects addressing Existing issues
4a. Normal Overioads at the Feeder head level and/or Distribution Field Equipment.

4b. High Customer Count Limit (HCCL) issues on Priority Feeders. (HCCL < 4320 customers)
4c. Throwover Feeder Contingency overloads

4d. Winter Feeder Contingency overloads

4e. Feeder Contingency overloads

4f AFS Feeder insufficient adjacent emergency capacity

Projects addressing Forecasted issues
5a. Normal Overloads at the Feeder head level and/or Distribution Field Equipment.
5b. High Customer Count Limit (HCCL) issues on Priority Feeders. (HCCL < 4320 customers)

5¢. Throwover Feeder Contingency overloads

5d. Winter Feeder Contingency overloads
5e. Feeder Contingency overloads

5f. AFS Feeder insufficient adjacent emergency capacity

Projects addressing Existing Model Feeder violations on Priority feeders

6a. Customer count viclations

Projects addressing Forecasted Model Feeder violations on Priority feeders
7a. Customer count violations

STAFF 002909
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3.5 Distribution Capacity Planning Project Justification Policy

 Existngor | ST

Forecasted | . 1 KVor2dkv -
.Candltlong;.i s SRHETIE BRI NNITN [
Existing or Requnres >100% of Justifies new Substation,
Forecasted Summer Rating Feeder and Distribution Projects
Existing or Requires >100% of Justifies new Substaticon,
Forecasted Summer Rating Feeder and Distribution Projects
Requires > 100% of Justifies new Feeder and Distribution
Existing or Winter Rating Projects
Forecasted (After Relay is set (This does not justify a new
1 tap above Summer) substation or site purchase)

Requires Two or More Feeders Overloaded above
105% of the Emergency Rating

If only one feeder shows an Justifies new Feeder and Distribution

-~ e Projects
Existing Emergency Overload, requires: . o
(a) The Emergency Overload to be > 110%; (This does not justify a new
OR substation or site purchase}

{b) The Emergency Cverload is greater than 105%,
and the project also relieves a Priority Feeder, or
converts a Feeder to a Model Feeder

Requires Two or More Feeders Overloaded above
110% of the Emergency Rating

If only one feeder shows an Justifies new Feeder and Distribution

N Projects
Forecasted : Emergency Qverload, requires: ) eags
(a) The Emergency Overload to be > 115%; (This does not justify a new
OR substation or site purchase)

(b) The Emergency Overload is greater than 110%,
and the project also relieves a Priority Feeder, or
converts a Feeder to a Model Feeder

New revision in RED
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Table 1: PHASE RELAY PICKUP DESIGN RATINGS

" Phase Phase MVA

Pickup | Pickup

Setting } Rating 4KV 13KV 23KV
240 . 228 186 5.1 8.8
300 285 20 6.4 1.0
320 304 2.1 6.8 11.8
360 342 2.4 7.6 13.2
400 380 27 8.5 14.7
420 399 2.8 8.9 15.4
480 458 32 10.2 17.68
500 475 3.3 10.6 18.4
8560 532 37 11.9 2086
600 570 4.0 12.7 22.0
640 608 4.3 13.6 235
720 684 4.8 156.3 26.4
800 760 53 17.0 29.4
840 798 56 17.8 30.9
900 855 6.0 19.1 331
960 912 6.4 204 35.3

Rev 1/16/2007

Note: Phase Pickup Rating = (Phase Pickup Setting) (Relay Tolerance Factor} {Regulation Factor) (Tolerance Diversity Factor)
MVA = 3(Phase to Ground Voltage) (Phase Pickup Rating) (Voltage factor) (Unbalance factor) / 1000

Where: Phase to ground =
Amperes =
Relay Tolerance Factor =
Regulation Factor =
Tolerance Diversity Factor =
Voltage Factor =
Unbalance Factor =

Quick Factors:
Phase Pickup
ARV MVA = i(amps) * (0.0067);

13KV: MVA = l{amps) * (0.0212);
23KV MVA = l{amps) * (0.0367);

2.4

0.85
0.90
1.1
1.05
0.93

Il{amps) = (MVA]} * (150.0)
I(amps) = (MVA) * (47.24)
I(amps) = (MVA) * (27.27)

7.62

13.2

{(Appropriate ampere rating from Distribution Standards F7.0.0)

{From manufacturer's data)

(Telemetry readings on regulated side of feeder)
{Reduces compounding effect of rating factors)
(Which comes from 126V/120V)

(Assumes 7% phase unbalance}

STAFF 002911
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Table 2: OVERHEAD CONDUCTOR DESIGN RATINGS

Summer _ Winter
MVA MVA,
Conductor Size/Type Amps 4KV 13KV 23KV Amps 4KV 13KV 23KV
6CU 118 0.8 286 4.6 145 1.0 3.2 56
4CU 167 1.2 3.7 6.5 205 1.4 4.6 79
2CU 225 1.6 5.0 8.7 277 1.9 6.2 107
10 CU 305 2.1 6.8 11.8 374 26 83 14.5
20 cu 354 25 7.9 13.7 434 31 97 16.8
40 CU 472 33 10.5 18.3 579 4.1 12.9 224
350 CuU 659 48 147 25.5 BO7 57 18.0 31.2
500 CU 979 8.9 21.9 370 1189 84 2068 46.4
4 ACSR 138 1.0 3.1 5.3 169 1.2 X 6.5
2 ACSR 177 1.2 4.0 6.8 217 1.5 4.8 8.4
1/0 ASCR 228 1.6 50 8.7 277 1.9 6.2 10.7
3/0 ACSR 295 21 8.8 11.4 362 2.5 B.1 14.0
336.4 ACSR 521 37 11.6 20.1 839 4.5 14.3 247
566.4 ACSR 718 50 16.0 27.8 aso 6.2 19.6 34.0
4 AAAC 148 1.0 33 5.7 181 1.3 4.0 7.0
2 AAAC 197 1.4 4.4 7.6 241 1.7 5.4 9.3
1/0 AAAC 266 1.9 59 103 325 2.3 7.3 128
3/0 AAAC 354 25 7.9 13.7 434 31 9.7 16.8
0.0 0.0 0.0
343.6 ACAR 531 3.7 11.9 205 651 4.6 14.5 252
568.3 ACAR 733 5.2 16.4 28.3 898 6.3 20.0 347
2CUTW 191 1.3 4.3 7.4 234 18 52 9.0
40 CUTW 394 28 8.8 15.2 482 34 10.8 18.6
2 AAACTW 152 11 34 5.9 188 13 42 7.2
568.3 ACAR TW 576 4.0 12.9 22.3 706 5.0 15.8 27.3
#4 AAC Hendrix 369 26 8.2 14.3 457 3.2 10.2 17.7
636 kemil AAC Hendrix 728 5.1 16.3 28.2 205 6.4 20.2 35.0
Rev 3/15/2004

Note: MVA = 3(Phase to Ground Voltage) {Amperes) (Voltage factor) (Unbalance factor) / 1000
Where: Phase to ground = 24 7.62 13.2
Amperes = Appropriate ampere rating from Distribution Standards F7.0.0

Unbalance Factor = 0.93 (Assumes 7% phase unbalance}
Voltage Factor = 1.05  (Which comes from 126V/120V)

Quick Factors:

4KV: MVA = l{amps) * (0.00703);, I(amps) = (MVA) * (142.23)
13KV MVA = [(amps) * {0.0223); l{amps) = (MVA)} * {(44.787)
23KV: MVA = i(amps) * (0.0388);, I{amps) = (MVA) " (25.88)
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Table 4

SUMMER UNDERGROUND CABLE RATING

DIRECT DIRECT TOTAL NUMBER OF FULLY LOADED
CABLE Code| BURIED BURIED FEEDER iN DUCT BANK (C)
DESCRIPTION NO. | (DRY SOIL)Y | DUCT (8) {WET SO0IL)}
(A) (DRY SOIL) ALL amps values listed are from Distribution Standards Sectlon UV-15
1 2 3 4 & [

NORM | EMER | NORM | EMER | NORM EMER | NORM EMER | NORM EMER | NORM EMER | NORM EMER | NORM EMER
3-1/C 1000 kemil Al, 15KV - 1/12N 1 496 | 625 | 548 | 625 | 566 | 645 | 508 | 578 | 450 | 511 | 423 | 480 | 396 | 448 | 369 | 417
3-1/C 1000 kemil Al, 15KV - 1/3N 2 461 | 581 | 510 | 581 | 526 | 600 | 479 | 547 | 431 | 495 | 405 | 465 | 378 | 435 | 352 | 405
3-1/C 1000 kemil Al, 25KV - XPE 3 505 | 626 | 564 { 642 | 5668 | 645 | 508 | 578 | 450 | 511 | 423 | 480 | 396 | 448 | 369 | 417
1-3/C 750 kemil Cu, 154V, PL 4 515 | 626 553 | 623 | 506 | 571 | 458 | 518 1 431 | 487 | 403 | 456 | 376 | 425
$-3/C 750 kemil Cu, 25KV, PL 5 547 | 617 | 499 | 564 | 451 | 511 | 422 | 479 | 393 | 447 | 364 | 415
3-1/C 750 kemil Cu, 15KV, PL -] 563 | 633 | 513 | 578 | 463 | 522 | 424 | 489 | 404 | 457 | 375 | 424
3-1/C 750 kemit Cu, 25KV, PL 7 566 | 627 | 505 | 570 | 453 | 513 | 423 | 480 | 394 | 448 | 364 ] 415
1-3/C 500 kemil Cu, 15KV, PL 8 446 | 502 | 411 | 463 | 376 | 423 | 354 | 399 | 331 ]| 374 | 308 § 350
1-3/C 500 kemil Cu, 28KV, PL 9 444 | 501 | 408 | 460 | 371 | 419 | 348 | 394 | 326 | 369 | 303 | 344
1-3/C 750 kemil Cu, 15KV, CLX 10 | 575 | 649 582 | 669 | 533 | 612 | 483 | 555 | 454 | 522 | 425 | 488 | 396 | 455
1-3/C 750 kemil Cu, 25KV, CLX 11t 580 | 653 585 | 672 | 536 | 615 | 485 | 558 | 457 | 524 | 427 | 491 398 | 457
1-3/C 500 kemil Cu, 15KV, CLX/PE 12 471 530 473 | 540 | 433 | 496 | 383 | 451 369 | 424 | 346 | 396 | 322 | 369
1-3/C 500 kemil Cu, 25KV, CLX/PE 13 476 | 534 475 | 544 | 435 | 408 | 304 | 452 | 370 | 425 | 347 | 397 | 323 | 370
1-3/C 500 kemil Cu, 15KV, Sub 14 | 426 | 513 446 | 502 | 411 | 463 | 376 | 423 | 354 | 399 | 331 | 374 | 309 | 350
1-3/C 500 kemil Cu, 25KV, Sub 15 422 | 508 444 | 501 408 | 460 | 371 ] 4192 | 348 | 394 | 326 | 363 | 303 | 344
3-1/C 1000 kemil CL), 25KV - 1/12N 16 662 | 758 1 683 | 783 | 613 | 702 | 543 | 620 | 510 | 582 | 477 | 543 | 444 | 505
1-3/C 500 kemil Cu, 25KV - XPE 17 554 | 822 550 | 628 | 504 | 575 | 457 | 521 | 429 | 490 | 402 | 458 | 374 | 427
1-3/C 350 kemil Cu, 15KV, PL 18 371 | 419 | 341 | 384 | 310 | 350 | 291 | 329 | 272 | 308 | 253 | 287
3-1/C 350 kemil Al, 28KV - XPE 19 310 | 352 | 325 | 369 § 295 | 335 | 266 | 301 | 251 284 | 236 | 266 | 221 | 249
1-3/C 500 kemil Cu, 25KV, EPR, SUB | 20 484 | 550 471 535 1 434 | 493 | 397 | 450 | 375 | 425 | 354 | 401 332 | 376
1-3/C 750 kemil Cu, 15KV, EPR 21 578 | 657 | 526 | 600 | 478 | 542 | 452 | 512 | 426 | 482 | 400 | 452

NQOTE: CABLE #1 WAS INSTALLED FROM 1977 TQ THE PRESENT Cable Rating. XLS

CABLE #2 WAS INSTALLED PRIOR TO 1977 Rev: 01/26/2000
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FPL Transmission Planning Process Overview

_ Assumptuon datal
: anformallon input
_ t'r'a'héfnissmn system
informalton :

—P Load Forecasts (by substatlon)

Develop Power System model With
FRCG Members
{10 year planning horizon}

------ ‘Planned:Generation: .. . i *
" Generator addltuonslrehramen_ts :
it Network Resources — 11t Ptan System Analysis - Layout years to
..Firm Transmmsnon Service Obligaiions . study,-assumptions, and test criteria
; ; . “Interchange Assumptions- ~ 1
Long Term Poirit to-Pou_r_n_b! _h_l_e_twork B *

S Substations R ' Perform System Analysis
Planned Transmission Fa__c_ll_m_e_s -
mctudmg changes / deletions from *
. previous plan RN Tesl to meet Planning Criteria, NERC,
S T FRCC, TP Operational requirements [
Criteria Met?
YES
NO
Develop mitigation proposals, including

projectsfoperational solutions.

L]

. Select mitigation propasals, including projects/operational
solutions for Transmission expansion that meet criteria, obtain
management approval and send list of projects to FRCC.

FRCC REGIONALl PLANNING

Compile Projects of Transmission Providers’/
Owners’ Transmission Expansion Plans and
incorporates into the FRCC initial Regional
Transmission Plan’

FRCC performs review and assessment of the initial
Regional Transmission Plan, e.g. Transmission
Asgessment, Long Range Sludy. Stability Delayed
clearing Study

'

FRCC Planning Committee approves the
Regional Plan and presents it to the FRCC
Board for its Appraval.

Rev 3/2010

STAFF 002945
FPL RC-12
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Florida Power & Light Company

Docket No. 120015-El

Staff's Sixth Request for Production of Documents
Request No. 47

Page 1 of 1

Q. _

Please refer to Witness Morley’s direct testimony, Page 24, Lines 1-4. Please provide
documentation showing that FPL’s existing contracts with the City of Key West and Metro-Dade
County, scheduled to terminate in 2013, will not be renewed.

A,

Documentation showing that FPL’s existing contracts with the City of Key West and
Metro-Dade County, scheduled to terminate in 2013, will not be renewed is provided in the City
of Key West contract and the Metro-Dade County contract. The City of Key West contract, was
provided in FPL's response to OPC's Second Request for Production of Documents No. 12
(filename: OPC POD 12 MFR F-08 Support (CKW) EMT.pdf). Section 2.1 shows the term of
the contract. The City of Key West contract makes no provisions for renewing the contract
beyond the stated contract term. The Metro-Dade County contract, included as part of this
response (filename: LF_Staff POD_47_doc2.pdf.), shows the termination date of the agreement
on page 1 of Attachment A. The Metro-Dade County contract also makes no provisions for
renewing the contract beyond the stated contract term.

STAFF 002880
FPL RC-12
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Florida Power & Light Company

Docket No. 120015-El

Staff's Sixth Request for Production of Documents
Request No. 49

Page 1 of 1

Q.

Please refer to witness Morley’s direct testimony, page 33, lines 10-19. Please provide the
documentation in hard copy and electronic formats showing FPL’s assumed monthly line loss
factors by revenue class for 2012-213 and their application to FPL’s sales forecasts.

A,
FPL does not forecast line losses by revenue class and as a result FPL has no responsive
documents.

STAFF 002881
FPL RC-12
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FPL’s Responses to Staff’s Seventh Request
for Production of Documents
(No. 52)
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Docket No. 120015-El

Calculation of Capitalized Executive Incentive
Adjustment

Exhibit KC-7, Page 1 of 1

Florida Power & Light Company
GCalculation of Capitalized Executive Incentive Adjustment
(1) {2) 3) (4 (5} {8) {7)

Line
No.

Total Capitalized Share-Base & Annual

1 Executive Incantives $3,438 $4,318 $4,096 $4,014 $4,286 $3414 $4,713
2
3 Total Company Capital Expenditures $2,451,000 $2,702,000 $2,510,000 $3,650,000 $3,661,000 $2,384,000 $3,471,800
4 Base Capital Expenditures $2,235,000 $2,086,000 $2,088,000 $3,507,300 $3,509,500 $2,261,000 $3,137,360
&
6 Percentage of Total (Line 1/ Line 3) 0.1403% 0.1597% 0.1632% 0.1100% 0.1171% 0.1432% 0.136%
7
:
9 Total Base Capital Expenditures 2013 $2,261,000
5-Year Average Percent of Total
10 {Column 7, Line 1/ Line 3) 0.136%
11
Estimated Amount Included in 2013 Plant in Service
12 {Line 9 x Line 10) $3,069
13 13-Month Average Plant in Service Adjustment $1,635
14
15 Notes:
16 ¥ Total amounts shown for 2011 contain actuat data through November and December forecast.
17 @ Forecast data.
STAFF 005238
FPL RC-12
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FPL’s Responses to Staff’s Ninth Request for
Production of Documents
(No. 56-76)
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Florida Power & Light Company

Docket No. 120015-El

Staff's Ninth Request for Production of Documents
Request No. 57

Page 1 of 1

Q.

With respect to Exhibit ES-2 attached to witness Silagy’s direct testimony, please provide the
graphic representation of the January 2012 1,000 kWh residential bill had FPL’s requested rate
relief in Docket No. 080677-EI been granted in its entirety.

A.
FPL has no responsive documents.

STAFF 005239
FPL RC-12
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Moopby’s

INVESTORS SERVICE
Credit Opinion: Florida Power & Light Company

Global Credit Research - 12 Apr 2010

Juno Beach, Florida, United States

Ratings B

Category Moody's Rating

Outlook Stable

lssuer Rating A2

First Mortgage Bonds Aa3

Senior Secured Shelf (P)Aa3

Senior Unsecured Shelf (P)A2

Subordinate Shelf (PIA3

Preferred Shelf {P)Baa1

Commercial Paper P-t

Parent: FPL Group, Inc.

Outlook Stable

lssuer Rating Baat

Senior Unsecured Shelf {P)Baa1l

Subordinate Shetf {P)Baa2

Preferred Shelf {P)Baa3

Contacts . Pt s i
t Phone

Mchael G, Haggarty/New York 212.553.7172

William L, Hess/New York 212,553.3837

KBYlﬂdiMOI'S G e BRI
[1]Florida Power & Light Conmpany

2009 2008 2007 2006
(CFO Pre-W/C + Interest) / Interest Expense 10.5x 6.6x 8.3x 9.2x
{CFO Pre-W/C) / Debt 445% 2% 3% 4%
{CFO Pre-W/C - Dividends) / Debt 38% 29% 18% 47%
Debt / Book Capitalization 36% 36% 38% 32%

[1] All ratios calculated in accordance with the Regulated Electric and Gas Utilities using Moody's standard
adjustments.

Note: For definitions of Maody's most common ratio terms please see the accompanying User's Guide.

Rating Drivers

Recent decline in the utility's political and regulatory environment

STAFF 005465
FPL RC-12
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Historically strong financial performance and cash flow coverage ratios
Weak sales volumes and difficult economic conditions in service territory
Uncertain capital expenditure requirements over the next several years

Corporate Profile

Headquartered in Juno Beach, Florida, Florida Power and Light Company (FP&L, A2 Issuer Rating, stable outlook) is
a vertically integrated regulated utility with a service territory that includes most of the Florida coastal communities. It
is a subsidiary of FPL Group, Inc. (Baa1 lssuer Rating, stable outlook), one of the largest providers of slectricity-
related services in North America with annual revenues of approximatety $16 billion. FPL Group recently announced
that it will change its name to NextEra Energy, Ihc. (NextEra Energy). FPL Group is also the parent and guarantor of
FPL Group Capital Inc (Baa1 senior unsecured, stable outlook), the entity that finances most of it's unregulated
c(aperatior;s, primarily independent power projects through its wholly owned subsidiary, NextEra Energy Resources
vnrated).

Recent Events

On January 13, 2010, the Florida Public Service Commission (FPSC) granted FP&L a $75 miillion increase in base
rates effective March 1, 2010 and a regulatory return on equity of 10% with a range of plus or minus 1%. This
compared to FP&L's request for a $1 billion base rate increase in 2010 and a $250 million increase in 2011.

SUMMARY RATING RATIONALE

FP&L's A2 Issuer Rating reflects the utility's strong financial performance and cash flow coverage ratios, a recent
decline in the political and regulatory environment for the utility in Florida, good cost recovery mechanisms in place,
and a large, mainly residential service territory. This service territory has been under significant economic pressure
over the last few years, with the company experiencing customer losses in some recent quarters after years of strong
growth. The company’s capital expenditure program is large but entails substantial uncertainty as it recently
suspended work on several major construction projects following the January 2010 rate case decision.

DETAILED RATING CONSIDERATIONS
The key rating drivers for FP&L are:
- Recent decline in the utility's pdiitical and regutatory environment

Although the state of Florida has historically been an above average regulatory environment for investor owned
utilities, the company's highly politicized rate proceedings in 2009 and early 2010 has resulted in a decline in this
enviranment, After requesting a $1 billion base rate increase and a 12.5% return on equity to begin in 2010, the
company was uttimately granted a $75 million rate increase and a 10% return on equity. The rate case was plagued
by contraversy and political intervention, with the Governor vocally opposing the utility's rate request and interfering
with the independence of the regulatory process. The FPSC, with two new commissioners, over-ruled its staff
recommendations in several respects, including return on equity and storm fund accruals. Because of these
developments, Moody's now views FP&L's regulatory framewaork as substantially less supportive of credit quality than
it had been previously and now more characteristic of an average regulatory environment. As a result, in Moody's
Rating Methodology for Regulated Electric and Gas Utilities, this has resutted in a lowering of FP&L's score on Factor
1 in gur rating grid, Regulatory Framework, to the "Baa" category from the "A” category.

Despite the adverse rate case decision, Moody's notes that the 10% ROE is consistent with those granted to some
utilities in other parts of the country while the 59.1% equity ratio remains among the highest. Several of the Florida
commissioners made comments on their willingness to grant the company more meaningful rate refief once the
Florida economy improves. Moreover, FP&L continues to benefit from strong and timely cost recovery provisions in
place in the state, including fuel, purchased power, conservation, environmental, and for both pre-construction costs
and carrying charges on new nuclear and solar generating facilities in the state. As a result, we continue to view the
company’s ability to recover its costs and earn retums (Factor 2 in our Rating Methodology) as abave average.

- Historically strong financial performance and cash flow ratios could decline modestly folfowing recent rate case
decision

FP&L has historically maintained among the strongest financial performance measures and cash flow coverage
ratios in the industry. These ratios include CFO pre-working capital interest coverage in the 7.0 to 8.0x range and
CFO pre-working capital to debt range in the 30% to 35% range, after adjusting for the volatility caused mostly by fuel
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recoveries, FY 2009 interest and debt coverage ratios of 10.5x and 45%, for example, were overstated partly as a
result of fuel overrecoveries during the year that were refunded to customers in January 2010. Although these
coverages could decline as a result of the recent rate case decision, which required the company to reduce
depreciation expense over the next four years as a result of a depreciation reserve surplus, Moody's expects any
decline to be modest. Coverage metrics should continue to be supported by the high percentage of FP&L’s revenues
that are recovered through cost recovery clauses, the capital expenditure cutbacks that have been announced, and
the still adequate 10% return on equity that includes a range of plus or minus 1%. As a result, Moody's anticipates that
FP&L's credit metrics will remain strong for its current A2 rating.

- Weak sales volumes and caontinued difficult economic conditions in service territory, especially related to the Florida
housing market

After years of consistently high growth rates averaging over 2% annually, FP&L's service territory has experienced a
significant economic slowdown since 2007, resulting in much lower customer growth rates and lower usage per retail
customer. The company’s retail customer growth was only .3% in 2008 with the situation worsening in 2009 as it
experienced a decline of retail customers of .2%. Moody's does not expect growth to increase significantly in 2010
and it may remain below historical levels for several years. The challenging Florida economy was a contributing factor
to the company's rate case decision in January, with the FPSC exhibiting sensitivity to economic conditions in the
state during the rate hearings and throughout the rate proceedings. Unless the Florida economy improves, Moody's
believes it will likely continue to remain an issue in the company's future rate proceedings.

- Uncertain, but potentially significant, capital expenditure requirements over the next several years

FP&L had been planning a sizeable capital expenditure program that inciuded new generation plants necessary to
meet baseload needs, transmission and distribution improvements as part of its Storm Secure program, and
renewable energy initiatives to meet expected renewable portfolio standards in Florida. However, following the rate
case decision in January, the company has suspended construction on several of these projects, representing
approximately $10 billion of investments over the next five years. The suspended projects include two new nuclear
units at its Turkey Point site, modernization of its Rivera Beach and Cape Canaveral plants, and several other
projects. The company also suspended activities on a new natural gas pipeline that the FPSC had declined in an
earlier decision. FP&L has indicated that it may continue these projects, depending on regulatory trends and after
consideration of factors that may have changed since the original investment decisions were made, including demand
growth estimates, fuel cost forecasts, demand side management incentives, and environmental incentives. As a
result of these decisions, capital expendilures as projected in FP&L's 10-K filing are expected to remain high at
approximately $2.4 billion in both 2010 and 2011, before declining steadily to $1.6 billion in 2012, $1.3 billion in 2013,
and $1.1 billion in 2014..

Liquidity Profile

FP&L maintains a solid liquidity profile and strong access to the commercial paper markets with a large, mostly
unused $2.5 billion bank credit facility that expires in 2013 (except for $17 million expiring in 2012). The company had
$83 million of cash on hand as of December 31, 2009, down from $120 million at December 31, 2008. Commercial
paper outstanding at December 31, 2009 totaled $818 million. The company has maintained strong access to the
capital markets despite unsetiled credit market conditions over the last two years. Historically, seasonal cash
requirements and short-term borrowings generally reach peak levels during the fourth quarter.

FP&L's cash flow has been strong but variable in recent years due to large regulatory deferrals in some years caused
by storm damages and high fuel costs. Capital expenditures of $2.4 billion in both 2010 and 2011 will continue to
require some externat debt financing. FP&L has a manageable $42 million of long-term debt coming due within the
next twelve months. The company has no material adverse change clause in its bank credit agreement and is in
compliance with the 65% debt to capitalization financial covenant contained in its bank agreements as of December
31, 2009, the calcuiation of which it does not make public.

Rating Outiook

The stable rating outlook reflects Moody's expectation that FP&L's financial performance and coverage metrics will
remain strong for its rating despite the lower than expected rate decision in January. The outlook also considers the
suspension of several major capital expenditure projects at the utility and Moody's view that FP&L's regulatory
environment could improve if and when the Florida economy begins to recover.

What Could Change the Rating - Up

An upgrade could be considered if there is a significant improvement in economic conditions in FP&L's service
territory, including a return to formerty high population growth rates, and an improvement in the regulatory environment
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for the_.-.com‘papy, particulariy wi@h regard to its next rate case. Upward movement of FP&L's ratings is constrained by
the uhlrrys limited gt_eographm dlvgrsﬁy, ongoing exposure to event risk caused by storms in its service termitory, and an
uncertain but potentially substantial capital expenditure program, including possible new nuclear construction,

What Could Change the Rating - Down

Further political interference in the Florida utility regulatory process, additional adverse rate case cutcomes, a
sustained decline in cash flow coverage metrics, including CFO pre-working capital interest coverage below 5.0 times
and CFO pre-working capital to debt below 25%; an increase in debt to capital abave the 40% range; unanticipated or
higher than expected capital expenditure requirements.

Rating Factors = v w0 0T Tin e e B

Factor 1: Regulatory Framework (25%) X
Factor 2: Ability to Recover Costs and Earn Returns X
(25%)
Factor 3: Diversification (10%)
a) Market Position (10%) X
b) Generation and Fuel Diversity {(0%) X
Factor 4: Financial Strength, Liquidity and Key Financial
Metrics (40%)
a) Liguidity (10%) X
b) CFO pre-WC + Interest / Ineterest (7.5%) (3yr Avg) X
c) CFO pre-WC / Debt (7.5%) (3yr Avg) X
d) CFO pre-WC - Dividends / Debt (7.5%) (3yr Avg) X
e) Debt / Capitalization or Debt / RAV (7.5%) (3yr X
)

a) Methodology Implied Senior Unsecured Rating A2
b) Actual Senior Unsecured Rating A2

Mooby’s
INVESTORS SERVICE

® Capyright 2010, Moody's Investors Service, Inc. and/or its licensors including Moody's Assurance Company, Inc.
(together, "MOQODY'S"). All rights reserved.

CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S ("MIS") CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS
CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS
IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT
NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY, CREDIT RATINGS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS
WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY
AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR
SALE.
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ALL INFORMATION CONTAINED) HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUGCED,
REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTREBUTED OR RESOLD,
OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, INANY FORMOR
MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN
CONSENT. All information contained hersin is obtained by MODDY'S from sources believed by it to be accurate and
reliabie. Because of the possibility of human or mechanical error as well as other factors. however, alf information
contained herein is provided "AS IS" without warranty of any kind. Under no circumstances shalt MOODY'S have any
liabitity to any person or entity for (&) any loss or damage in whole or in part caused by, resulting fram, or relating 1o,
any error (negligent or otherwise) or other circumstance or contingency within or outside the control of MOODY'S or
any of its directors, officers, employees or agents in connection with the procurement, collection, compilation,
analysis, interpretation, communication, publication or delivery of any such information, or (b} any direct, indirect,
special, consequential, compensatory or incidental damages whatsoever (including without imitation, lost profits),
even if MOCDY'S is advised in advance of the possibility of such damages, resulling from the use of or inabifity o
use, any such information, The ratings, financial reporting analysis, projections. and other observations, if any,
constituting part of the information contained herein are, and must be construed solely as, statemenis of opinion and
not statements of fact or recommendations to purchase, sell or hold any securities, Each user of the information
contained herein must make its own study and evaluation of each security it may consider purchasing, holding o
selling. NO WARRANTY, EXPRESS OR IMPLIED, AS TG THE ACCURACY, TIMELINESS, COMPLETENESS,
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER
OPINION OR INFORMATION IS GIVEN OR MADE BY MOOQDY'S IN ANY FORM GR MANNER WHATSOEVER,

MIS. a wholly-owned credit raling agency subsidiary of MOODY'S Corporation ("MCO"), hereby discloses that most
issuers of debt securifies (including corporate and municipal bonds, debentures, notes and commercial paper) and
preferred stock rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating
services rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies
and procedures to address the independence of MIS's ratings and rating processes. Information regarding certgin
affiliations that may exis! between directors of MCO and rated entities, and betwesn entities who hold ratings from MIS
and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at
www.moodys.com under the heading "Shareholder Relations - Corporate Governance - Director and Shareholder
Affiiation Policy.”

Any publication into Australia of this Bocument is by MOODY'S affiiate MOODY'S Investors Service Pty Limited ABN
61 003 390 857, which holds Australian Financial Services License no. 336969, This document is intended to be
pravided only to whalesale clients {within the meaning of section 761G of the Corporations Act 2001). By continuing to
access this Document from within Australia, you represent to MOODY'S and its affiiates that you are, or are
accessing the Document as a representative of, a wholesale client and that neither you nor the entity you represent
will directly or indirectly disseminale ihis Document or s contents 1o retail clents (within the meaning of section 761G
of the Corporations Act 2001).
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Mooby’s
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Credit Opinion: Florida Power & Light Company

Global Credit Research - 10 Apr 2012
Juno Beach, Florida, United States

Ratings - oo TEn b LBl mian L T e D
Category Moody's Rating
Qutlook Stable
Issuer Rating A2
First Mortgage Bonds Aa3
Senior Secured Shelf {P)Aa3
Senior Unsecured Shelf (PA2
Subordinate Shelf (P)A3
Pref. Shelf (P)Baa1
Commercial Paper P-1
Parent: NextEra Energy, Inc.

Outlook Stable
Issuer Rating Baa1
Senior Unsecured Shelf (P)Baa1
Subordinate Shelf (P)Baa2
Pref. Shelf (P)Baa3
Contacts o0 ino ohn R
Analyst Phone
Michael G. Haggarty/New York City 212.553.7172
William L. Hess/New York City 212.5653.3837
Key Indicators  .." . e ene TS ELe 0T

[1]Florida Power & Light Company
2011 2010 2009 2008

(CFO Pre-W/C + Iinterest) / Interest Expense 82x 6.2x 10.5x  6.6x
(CFO Pre-WIC) { Debt 5% 27% 46% 29%
(CFO Pre-WIC - Dividends) / Debt 30% 24% 8% 29%
Debt / Book Capitalization 4%  33% 36% 36%

[1] Al ratios calculated in accordance with the Global Regulated Electric Utilities Rating Methodology using Moody's
standard adjustments.

Note: For definitions of Moody's most common ratio terms please see the accompanying User's Guide.

Opinfon . 00 D50 o i L
Rating Drivers

- Stabitized political and regulatory environment with new base rate case pending
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- Strong credit metrics and low leverage

- Substantial capital expenditures program
= Strong liquidity

Corporate Profile

Headquartered in Juno Beach, Florida, Florida Power and Light Company (FPL, A2 Issuer Rating, stable outlook) is
a vertically integrated regulated utility with a service territory that indudes rmost of the Florida coastal communities.
FPL owns 24,460 MW of generating capacity with an additional 2,078 MW of purchased power available to serve its
load requirements. FPL had a 9% reserve margin calculated from 2010 data and serves nearly 8.9 million people
through approximately 4.6 million customer accounts.

FPL is a subsidiary of NextEra Energy, Inc. {Baa1 Issuer Rating, stable outfook}, one of the largest providers of
electricity-related services in the U.S. with annual revenues of over $15 billion. NextEra Energy is also the parent
and guarantor of NextEra Energy Capital Holdings, Inc. {(Baa1 senior unsecured, stable outlook), the entity that
finances most of its unregulated operations, primarily independent power projects through its wholly owned
subsidiary, NextEra Energy Resources, LLC (unrated).

SUMMARY RATING RATIONALE

FPL's ratings reflect the stabilization of the political and regulatory environment for investor owned utilities in Florida
over the last two vears; the company's strong financial performance, robust cash flow coverage ratios, and relatively
low leverage; good cost recovery mechanisms in place; and a large, mainly residential service teritory. This service
territory has been under significant economic pressure over the last few years, with the company experiencing
stagnant residential sales growth in some years, although there have been recent indications that economic
conditions may be improving modestly. The company's capital expenditure program is substantial over the next
severat years but especially in 2012 and 2013 as it adds new gas fired generation and increases the capacity of its
nuclear plants.

DETAILED RATING CONSIDERATIONS
- Stabilized political and regulatory environment with new base rate case pending

On March 19, 2012, FPL filed for a two-step base rate increase that consists of a January 2013 increase of
approximately $517 million plus an additional $174 million increase in June 2013 upon commercial operation of its
new Cape Canaveral generating plant. The rate case requests an 11.5% ROE based upon a 46% equity to total
capital ratio, which compares to the 10% midpoint ROE the company is mandated under its current rate settlement .
This represents the first rate case filed by the company since highly politicized rate proceedings in 2009 and early
2010 resulted in a rate outcome that was substantially less than the company had requested. This new rate case will
be decided by an almost completely new Florida Public Service Commission (FPSC), with the turnover of four of the
five commissioner seats since the company's last rate case outcome in 2010. FPL expects rate hearings in the third
quarter of 2012 and a final decision from the FPSC in the fourth quarter of 2012.

Despite the adverse 2010 rate case outcome, FPL continues to operate under traditional rate of return regulation
with strong cost recovery provisions in place. These include fuel and capacity clauses which are adjusted annually
based on expected fuel and power prices and for prior period differences between projected and actual costs. FPL
may also recover pre-construction and construction work in progress for nuclear capital expenditures and since 2009
has been able to recover costs assaciated with the utility’s three new solar generating facilities. Additionally, FPL has
an environmental cost recovery clause that is adjusted annually for capital spending and operating expenses related
to emission controls.

- Strong credit metrics and low leverage

FPL continues to exhibit some of the stronger financial performance measures and cash flow coverage ratios in the
industry, with ratios that are generally well above the parameters required for its rating under our Regulated Electric
and Gas Utilities rating methodology. These include CFO pre-working capital interest coverage in the 6.0x to 8.0x
range and CFO pre-working capital to debt in the 30% to 35% range in recent years. lts debt to capitalization of
33.8% at December 31, 2011 is among the lowest in the industry and the company maintains a fully funded pension
plan, contributing to this low leverage profile (as Moody's adds pension underfunding to debt).
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Despite the rate freeze instituted as part of FPL's 2010 rate case settlement, the use of its depreciation reserve, and
additional debt issued to finance high capital expenditures, there has been little material decline in these coverage
metrics over the last two years. Coverage metrics should continue to be supported by the high percentage of FP&L's
revenues that are recovered through cost recovery clauses, the gradual improvement of economic conditions in its
service territory, and a still adequate 10% return on equity for the remainder of this year that includes a range of plus
or minus 1%. Assurming a credit supportive outcome of its pending rate case, we anticipate that FPL's credit metrics
will continue to remain well in excess of the financial ratio parameters required for its current A2 rating,

- FPL s in the midst of a significant capital expenditure program, much of it for new generation

FPL has a substantial capital expenditure program that the company projects to peak in 2012 at $3.7 billion before
declining to $2.4 billion in 2013 and approximately $2 billion in subsequent years. These projections do not include
approximately $1.2 billion of capital expenditures related to the modemization of the company's Port Everglades
generating facility, which is still awaiting regulatory approvals. Nearly 50% of the company’s 2012 capital expenditure
budget is related to new generation, including the modemization of its Cape Canaveral and Riviera Beach power
plants, as well as nuclear uprates at its Florida nuclear generation stations.

FPL has financed these capital expenditures through a combinaticn of long-term debt issuances and capital
contributions from the parent company in both 2010 and 2011. As a result, despite a $1 billion increase in long-term
debt in 201 (on a Moody's adjusted basis), debt to capital remained in the 34% range at both FYE 2010 and FYE
2011. We expect the utility to continue to finance its capital expenditure program with a balanced mix of long-term
debt and capital contributions from the parent, limiting the amount of additional feverage incurred and maintaining its
debt to capital ratio below 35% on a Moody's adjusted basis.

Liquidity Profile

FPL maintains a strong liquidity profile with a total of $3.2 billion of mostly unused bank credit facilities ranging in
expiration from 2013 to 2017. Approximately $1.1 billion of these facilities matures in April and May of 2013, which
the company expects to refinance and extend early next year. In February 2012, FPL refinanced and extended $1.9
billion of these credit facilities until 2017. We view this staggered maturity profile positively as it reduces refinancing
risk that could occur when all of a company's liquidity facilities expire at the same time. It also partially mitigates the
risk of waiting untii early 2013 to renew and extend its remaining credit facilities. The company had $26 million of
cash on hand as of January 31, 2012, a slight increase from the $20 million of cash on hand at December 31, 2010.
Commercial paper outstanding at January 31, 2012 totaled $412 million, an increase from $101 million at the end of
FY 2010. The company also had $80 milfion of letters of credit outstanding as of January 31, 2012. FPL's bank
revolving credit facilities are also available to support the purchase of $633 million of pollution control, solid waste
disposal, and industrial development bonds in the event they are tendered to the company and not remarketed.

FPL's cash flow has been strong (totaling $2.2 billion in 2011) and relatively stable in recent years due to the lack of
large regulatory deferrals that had affected the cormpany’s financials in some previous years as a result of storms
and high fuel costs. With fuel costs remaining relatively low and exhibiting less volatility more recently, regulatory
deferrals have not been as significant. High capital expenditures of $3.7 billion in 2012 and $2.4 billion in 2013 will
continue to require some external debt financing, which the company generally does with first mortgage bonds. FPL
has a very manageable $50 million of long-term debt due in 2012, with $400 million of first mortgage bonds due in
February 2013. The company has no material adverse change clause in its bank credit agreements and reports that
it is in compliance with the debt to capitalization financial covenant contained in these agreements as of December
31, 2011, which it does not make public.

Rating Outiook

The stable rating outlook reflects the regulatory clarity provided by its two year rate setlement and our view that the
political and regulatory environment for investor owned utilities in Florida has stabilized over the last two years. it
also reflects our expectation that there will be a credit supportive outcome fo the company's pending rate case that
will maintain the company's strong financial metrics and low leverage profile.

What Could Change the Rating - Up

An upgrade could be considered if there is an improvement in the political and regulatory environment in Florida,
which may not be fully evident until FPSC rules on the company’s pending rate case. An upgrade could also be
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considered if there is significant improvement in economic conditions in FPL's service territory. Upward movement of
FPL's ratings is constrained, however, by the utility's limited geographic diversity, ongoing exposure to event risk
caused by stonms in its service territory, and its substantial near term capital expenditure program.

What Could Change the Rating - Down

Adowngrade could be considered if there is an adverse outcome to the company’s pending rate case, if there are
significant cost disaliowances or other changes to Florida's currently credit supportive cost recovery provisions, or if
there is a sustained decline in cash flow coverage metrics, including CFO pre-working capital interest coverage
below 5.0x and CFO pre-working capital to debt below 25%, or an increase in debt to capital above the 40% range.

Florida Power & Light Company

Regulated Electric and Gas Utilities Industry [1][2] Current Moody's
12/31/2011 1218
month
Forward

View*

As of

April

201
Factor 1: Regulatory Framework (25%) Measure [Score Measure[Score:
a) Regulatory Framework Baa Baa
Factor 2: Ability To Recover Costs And Earn Returns (25%)
a) Ability To Recover Costs And Earn Retums A A
Factor 3: Diversification (10%)
3} Market Position (5%) Baa Baa
b} Generation and Fuel Diversity (5%) Baa Baa
Factor 4: Financial Strength, Liquidity And Key Financial
Metrics (40%)
a) Liguidity {10%) A A
b) CFO pre-WC + Interest/ Interest (3 Year Avg) (7.5%) 8.2x Aaa 7.5-85q Aa
c) CFO pre-WC / Debt (3 Year Avg) (7.5%) 36.1% | Aa 35-40%| Aa
d) CFO pre-WC - Dividends / Debt (3 Year Avg) (7.5%) 30.8% Aa 303—/ 351 Aa

(+]

e) Debt/Capitalization (3 Year Avg) (7.5%) 34.3% Aa 30-35%| A
Rating:
a) Indicated Rating from Grid A2 A2
b) Actual Rating Assigned A2 A2

* THIS REPRESENTS MOODY'S FORWARD VIEW, NOT THE VIEW
OF THE ISSUER; AND UNLESS NOTED IN THE TEXT DOES NOT
INCORPORATE SIGNIFICANT ACQUISITIONS OR DIVESTITURES

[1] All ratios are calculated using Moody's Standard Adjustments. [2] As of 12/31/2010(L); Source: Moody's Finangial
Metrics :

Mooby’s
INVESTORS SERVICE

© 2012 Moody's Investors Service, Inc. and/or its licensors and affiliates (collectively,
"MOODY'S"). All rights reserved.
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CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. ("MIS") AND ITS
AFFILIATES ARE MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT
RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND
CREDIT RATINGS AND RESEARCH PUBLICAFIONS PUBLISHED BY MOODY'S ("MOODY'S
PUBLICATIONS") MAY INCLUDE MOODY'S CURRENT OPINIONS OF THE RELATIVE
FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT
MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY
ESTIMATED FINANCIAL 1.05S IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT
ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK,
MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND MOODY'S
OPINIONS INCLUDED IN MOODY'S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT
OR HISTORICAL FACT. CREDIT RATINGS AND MOODY'S PUBLICATIONS DO NOT
CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS
AND MOODY'S PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR
MOODY'S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY
PARTICULAR INVESTOR. MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES
MOODY'S PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH
INVESTOR WILL MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS
UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT
LIMITED TO, COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR
OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED,
DISSEMINATED, REDISTRIBUTED OR RESCLD, OR STORED FOR SUBSEQUENT USE FOR
ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY
MEANS WHAT SOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT.
Al information contained herein is obtained by MOODY'S from sources believed by it to be
accurate and refiable. Because of the possibility of human or mechanical error as well as other
faclors, hawever, all information contained herein is provided "AS IS" without warranty of any kind.
MOODY'S adopts all necessary measures so that the information it uses in assigning a credit
rating is of sufficient quality and from sources Moody's considers to be reliable, including, when
appropriate, independent third-party sources. However, MOODY'S is not an auditor and cannot in
every instance independently verify or validate information received in the rating process. Under
no circumstances shall MOODY'S have any liability to any person or entity for {a) any loss or
damage in whole or in part caused by, resulting from, or relating to, any emor (negligent or
otherwise) or other circumstance or contingency within or outside the control of MOODY'S or any
of its directors, officers, employees or agents in connection with the procurement, collection,
compilation, analysis, interpretation, communication, publication or delivery of any such
information, or (b) any direct, indirect, special, consequential, compensatory or incidental
damages whatsoever (including without limitation, lost profits), even if MOODY'S is advised in
advance of the possibility of such damages, resulting from the use of or inability to use, any such
information. The ratings, financial reporting analysis, projections, and other observations, if any,
constituting part of the information contained herein are, and must be construed solely as,
statements of opinion and not statements of fact or recommendations to purchase, sell or hold any
securities. Each user of the information contained herein must make its own study and evaluation
of each security It may consider purchasing, holding or selling. NO WARRANTY, EXPRESS OR
IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR
FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR
INFORMATION IS GVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER WHAT SOEVER.

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation {("MCO"), hereby
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discloses that most issuers of debt securities (including corporate and municipal bonds,
debentures, notes and commercial paper) and preferred stock rated by MIS have, prior to
assignment of any rating, agreed to pay to MIS for appraisal and rating services rendered by it
fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies and
procedures to address the independence of MIS's ratings and rating processes. Information
regarding certain affiliations that may exist between directors of MCO and rated entities, and
between entities who hold ratings from MIS and have also publicly reported to the SEC an
ownership interest in MCO of more than 5%, is posted annually at www.moodys.com under the
heading "Shareholder Relations — Corporate Governance — Director and Shareholder Affiliation
Policy."

Any publication into Australia of this document is by MOODY'S affiliate, Moody's Investors Service
Pty Limited ABN 61 003 393 657, which holds Australian Financial Services License no. 336969.
This document is intended to be provided only to "wholesale clients” within the meaning of section
761G of the Corporations Act 2001. By continuing to access this document from within Australia,
you represent to MOODY'S that you are, or are accessing the document as a representative of, a
"wholesale client” and that neither you nor the entity you represent will directly or indirectly
disseminate this document or its contents to "retail dients" within the meaning of section 761G of
the Corporations Act 2001.

Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moody's
Japan KX. (“MJKK") are MJKK's current opinions of the relative future credit risk of entities, credit
commitments, or debt or debt-like securities. In such a case, “MIS" in the foregoing statements
shall be deemed to be replaced with "MJKK. MJKK is a whelly-owned credit rating agency
subsidiary of Moody's Group Japan G.K., which is wholly owned by Moody’s Overseas Holdings
Inc., a wholly-owned subsidiary of MCO,

This credit rating is an opinion as to the creditworthiness of a debt obligation of the issuer, not on
the equity securities of the issuer or any form of security that is available to retail investors. i
would be dangerous for retail investors to make any investment decision based on this credit
rating. If in doubt you should contact your financial or other professional adviser.
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Florida Power & Light Co.

Major Rating Factors

Strengths:
* High-quality electric utility that generates steady earnings and.cash flows; A-/StablefA-2
+ Active efforts by the parent to sustainably rednce commodity price risk

exposure in highly diversified unregulated activities at the pareny;
+ Low regulatory risk in Florida and relatively strong service rerritory with

good customer growth prospects and a predominantly residential and

commercial base.

Weaknesses:

» Agpressive capital spending plans that stress financial metrics;

+ Dependence on natural gas to generate electricity in Floriday and

» Higherrisk operations and less dependable cash flows from merchant generation, energy trading, and other
unregulared activities.

Rationale

Standard & Poor's Ratings Services' bases its rarings on Florida Power 8 Light Co, (FP&L) on the consolidated
credit profile of its parent, diversified cnergy holding company NextEra Energy Inc. The credit fundamentals on its
regulated utility side have been among the strongest in the U.S., due primarily to low regulatory risk and an
antractive service territory with healthy cconomic growth and a sound business environment. Both of those pillars
have been shaken in recent years as Florida, and Florida Power 8 Light's (FP&L) service territory in particular,
suffered during the recession, and regulators have responded in ways that reflect greater political influence over
regulatory decisions. Although the utility has found maintaining financial strength despite mild regulatory upheaval
and a moribund economy in Florida to be challenging, its actions to rebuild its regulatory risk profile have been
effective. More importantly, the proportion of NextEra's unregulated businesses--the riskier merchant generadion,
marketing, and trading activities-—could increase, which could further erode its consolidated business risk profile.

FP&L is a large, regulated public utility with integrated assets {generation, transmission, and distribution} in South
Florida, along the populous eastern coastline and the growing lower western coastline of the state. FP&L. owns
more than 24,000 megawatts (MW} of efficient, well-ogerated, mostly nariral-gas- and miclear-fueled electric
generating plants that serve primarily its own customers.

Standard & Poor's Ratings Services' ratings on all NextEra entities reflect the strength of the regulated cash flows
from integrated electric utility FP& L, and the diverse and substantial cash-generation capabilities of its unregulated
aperations at subsidiary NextEra Energy Resources (NER). FP&L represents about half of the consolidated credit
profile and has better business fundamentals than most of its integrated electric peers, with a better-than-average
service tefritory, sound opérations, and a credit-supportive regulatory environment in which the company has been
able to manage its regulatory risk very well. A willingness to expand through acquisitions, fluctuating cash flows
from NER's rapidly expanding portfolio of merchant generation assets and growing marketing and trading
activities, and significant exposure at the utility to natural gas detract from credit quality, in our view.

Standard & Pocrs | RatingsDirect on the Global Credit Portal | April 24, 2012 2
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Florida Power & Light Co.

We characterize FP&L's business risk profile as "excellent,” NextEra's business risk profile as "strong,” and the
consolidated financial risk profile as "intermediate® under our criteria,

NextEra's business risk profile is anchored by the company’s core electric utility operations in Florida, which exhibit
proficiency in almost every area of analysis. The service territory has historically fared better than mose of the rest of
the country despite its lagging performance during the recession, the customer mix is mostly residential and
commercial, costs and rates are low, and reliability and customer satisfaction are high. While Florida is not immune
to overall economic trends, we expect the state to attract new residents and jobs over the long term and resume an
above-average growth trajectory. NextEra's large and growing reliance on nanral gas to fuel utility generation
could eventoally turn from an advantage (because. of its favorable environmental status and currently low prices) to
a weakness if gas prices are erratic over time.

FP&L has managed regulatory risk, the most iimportant risk a utility faces, well. Despite a slight rise in reguldtory
risk in reaction to weak economic conditions amid keener attention in the political arena, the company has
maintained the utility's financial performance and credit metrics and stabilized its regulatory risk. FP&L has filed a
new rate casc aimied at a 7% base rate increase {2.6% ner of a proposed fuel elause decrease) to take effect whena
rate freeze expires at the end of 2012, The conduct and outcome of the case will be an effective gauge of the state's
regulatory environment.

NER, the main subsidiary under unregutated NextEra Energy Capital Heldings Inc., engages in electric generation,
marketing, and trading throughout the U.S. NER's focus is on geographic and fuel diversity and on developing
environmentally advantageous facilities that benefit from public policy trends. The merchant generator's ¢apacity of
almost 16,600 MW consists of more than half wind turbines, one-quarter natural-gas-fired stations, and the rest
mainly nuclear facilities. More than three-quarters of the wind projects and almost 60% of the total portfolio
operate under largely fixed-price, long-term contracts. The rest of the pertfolio, including vne nuclear plant, is
merchant capacity that can be exposed to market prices for its output, While a policy of actively hedging the
commaodity price risk of plant inputs and outputs helps to reduce the risks associated with merchant energy
activities, NER faces an inherent level of commodity price risk, [n addition, NER's extensive project financing
{approximately 46% of installed capacity) of its assets diminishes its cash flow quality, but this is offset by lower
financial risk. NER's risks permanently hinder NextEra's credit quality, especially in light of the influcnce that
marketing and high-risk proprictary trading results have on NER's earnings and cash flows.

We believe the governance and financial policies for managing risk are adequate. NextEra's financial risk profile is
characterized by acceptable credit metrics, "adequate” liquidity under our criteria, and a management attitude
toward credit quality that supports ratings. Importantly, sound but complex financial structures employed at the
proiect level substantiate significant off-credit treatment of largely nonrecourse debt at NextEra. Any indication that
management is using or is willing to use its own financial resources to aid a troubled project in support of strategic
objectives could lead Standard 8¢ Poor's to reevaluate the adjustments we make to NextEra's reported debt. We also
factor in large adjustments to the credit analysis regarding hybrid debt instruments and power-purchase agreements
at FP&L. Adjusted credit metrics in current economic and market conditions support the intermedizate financial
profile. We expect the adjusted metrics to dip slightly in the near term and then return to historical levels, including
funds from operations (FFQ) to debt of around 25% and debt to capitalization about 50%.
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Florida Power ¢ Light Co.

Liquidity

The short-term rating on FP8L is 'A-2". The parent manages liquidity (although FP&L has its own sources of
liquidity), and we measure it on a consolidated basis. Liquidity is "adequate” under Standard & Poor's corporate
liquidity methodclogy, which categorizes liquidity in five standard descriptors.

Projected sources of liquidity, mostly operating cash flow and available bank lines, exceed its projected uses, mainly
necessary capital expenditures, debt maturities, and common dividends, by more than 1.2x. NextFEra's ability to
absorb high-impact, low-probability events with limited need for refinancing, its flexibility to lower capital spending
or sell assets, its sound bank relationships, its solid standing in credit markets, and its generally prudent risk
management further support our asséssment of its liquidity as adequate.

Debt maturities total about $800 million in the next 12 months. The company has a $6.6 billion master revolving

credit facility maturing in 2017 and more than $8 billion in total facilities, with about $4.7 billion currently
available.

NextEra manages the liquidity needs of all its subsidiaries,
Liquidity is adequate based on the following factors and assumptions:

» We expect the company's liquidity sources {inclading FFO and credit facility availability) over the next 12 months
to exceed its uses by more than 1.2x,

» Debt maturities over the next year are manageable.

+ Even if ERBITDA declines by 15%, we believe net sources will be well in excess of lignidity requirements,

e The company has gnod relationships with its banks, in our assessment, and bas a good standing in the credit
markets.

In our analysis, based on informarion available as of Dee, 31, 2011, we assumed liquidity of about $8.9 billion over
the next 12 months, consisting of projected FFO and availability under the credit facility, We estimate the company
could use up to $7 billion during the same period for capital spending, debt maturitics, and sharcholder dividends.
NextEra's credit agreement includes a financial covenarit limiting the consolidated debt-to-capitalization ratio, with
which the company was compliant as of June 30, 2011.

Recovery analysis

We assign recovery ratings to FMBs issued by investment-grade U.S. utilities, which can result in issue ratings being.
notched above an issuer credit rating (ICR) on-a urility depending on the rating caregory and the extent of the
collateral coverage. We base our investment-grade FMB recovery methodology on the ample historical record of
100% recovery for secured bondholders in utility bankruptcies and on our view that the factors that supported
those recoveries {the limited size of the creditor class, and the durable value of utility rate-based assets during and
after a reorganization, given the essential service provided and the high replacement cost) will persist. Under our
recovery criteria, when assigning issue ratings to utility FMBs, we consider our calculation of the maximum amount
of FMB issuance under the utility's indenture or other legally binding limitarions relative to our estimate of the valuce
of the eollateral pledged to bondholders, management's stated intentions on future FMB issuance, as well as any
regulatory limitations on bond issuance. FMB ratings can exceed an TCR on 2 utility by up to one notch in the 'A’
category, two notches in the 'BBB' category, and three notches in speculative-grade categories.

FP&L's FMBs benefit from a first-priority lien on substantiafly all of the ntility’s real property owned or
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Florida Power & Light Co.

subsequently acquired. Collateral coverage of more than 1.5x supports a recovery rating of '1+', which indicates our
expectation for 100% recovery in a default scenario, and an issue rating one notch above the ICR.

Outlook

Our rating outlook on NextEra and its subsidiarics is stable and reflects a business profile that is equally affected by
higher-risk merchant energy activities and a utility that still presents a better eredit profile than its peers. We would
consider a lower rating if regulatory risk worsencd, operational efficiency at NER deteriorated, investment decisions
at NER demonstrated a shift in risk appetite, or financial performance declined due to permanent changes in the
Florida economy or merchant energy markets. We would consider a higher rating if a dramatic, sustainable shift in

Florida's economic, political, and regulatory environment is accompanied by affirmative steps to reduce risk at
NER.

We also base the stable outlook in pact on Standard 8 Poor's baseline forecast that NextEra will artain adjusted
FFO to debt of abour 17% and adjusted debt 1o capital of about 52% over the near term, with those metrics
improving thereafter. Although year-to-year fluctuations in weather {intluding hurricanes), fuel cost recovery, and
burdensome spending on large solar projects may temporarily affect metrics, we expect the company to adapt its
financial risk management and the pace of its eapital spending to account for these and other factors so it can
achieve better metrics. We could lower the ratings if the company falls short of these expectations.

Accounting

NextEra's and FP&L's financial statements are prepared under U.S. generally accepted accounting principles and
audited by independent auditors Deloitte & Touche LLP, which issued an unqualified opinion. NextEra employs
regulatory accounting under Statement of Financial Accounting Standards No, 71 for regulared untility FP&L, which
permits the company ta defer recognition of certain revenues and expenses in accordance with future probable
regulatory decisions. As of Dec. 31, 2011, NextEra had about $1.8 billion of regulatory assets and $4.3 billion of
regulatory liabilities on a balance sheet that contained $57 billion of total assets. It is uncommon for a utility to have
greater regulatory liahilities than assets.

NextEra relies on tax incentives, including divect tax credits, in NER's project development efforts. Tax credits
underpin the economics of the projects, and NextEra guarantees the payment of production tax credits to projects
that have been funded by third partics in project financings. Deferred tax assets, in the form of carryforwards of tax
eredits and net operating losscs, have been growing at an accelerated rate on NextEra's balance sheet, toraling about
$2.1 billion in 2011. To realize these tax benefits, the company must, among other things, continue to produce
growing taxable income to use the carryforwards. If the deferred tax asset grows unabated, we could make an

analytical adjustment in our metric calculation if we eventually conclude that the company is unlikely to fully realize
the tax benefit.

In analyzing the company's financial profile, Standard & Poor's makes several off-balance-sheet adjustments that
are shown in the reconciliation table below. We treat NER's fossil-fuel-based projects as nonessential to the
company's strategy. We remove the nonrecourse debt and related interest in our adjusted numbers. However, we
consider the renewables portfolio to be an integral part of its growth strategy, so we deconsolidate only 75% of
related nonrecourse project debt and interest in our adjustments. In addition, we remove associated effects on the

www.standardandpoors.com/tatingsdirect 5
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Florida Power & Light Co.

reported income and cash flow statements and replace them with the pro rata share of actual distributable cash flow
of the projects. Credit metrics fully reflect debt related to projects under construction and subject to completion
guarantees. As of year-end 2011, we removed approximately $4 billion of nonrccourse debr from the balance sheet.

Other adjustments include a reduction in debt and interest expense for storm recovery bonds issued to securitize
burricane damage costs {which the company services through a separate, non-bypassable, legislatively mandated rate
mechanism) and adjustments to reflect the equity treatment on hybrid debr securities in accordance with our criteria
on hybrid capital. We add abont $166 million of a debt-like obligation to the balance sheet to quantitatively capture
the risks associated with proprietary trading activities. Also, we regard purchased-power agreements as fixed
obligations and assign 2 portion of the value of the payments based on the risk factor as debt and impute an
associated interest charge in calculating the adjusted coverage ratios. We use a 25% risk factos, reflecting the
recovery of these costs through an adjustment clause, and apply a discount rate equal to the vrility’s average cost of

debt to the fixed capacity payments. We impute a debt-like obligation of approximately $250 million to the balance
sheet.

Rating Methodology

We base our FCRs on NextEra, FP&L, and Heldings on the consolidated credit profile of the entire NextEra
conglomerate of companies, which is almost equally influenced by the utility and unregulated energy operations. We
rate the unsecured debt at Holdings, which is unconditionally guaranteed by the parent and is effectively holding
company debt, one notch below the ICR because of structural subordination. Although Holdings' debtholders
would have access to assets apart from the utility in liguidation, we apply strict notching guidelines because of the
extensive use of project-level debt and the complexity of the financing arrangements throughout Holdings. We rate
the first mortgage bonds at FP&L one notch above the ICR in accordance with the recovery analysis detailed above.

Related Criteria And Research

Liguidity Descriptors For Global Corporate Issuers, Sept. 28, 2011

Standard & Poor's Updates Its U.S. Utility Regulatory Assessiments, March 12, 2010

Business Risk/Financial Risk Matrix Expanded, May 27, 2009

Assessing U.S. Utility Regulatory Environments, Nov. 7, 2008

Criteria: Changes To Callateral Requirements For '1+ Recovery Ratings On U.S. Utility First Mortgage Bonds,
Sept. 6, 2007

*
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Table 1

NextEra Energy Inc. -- Peer Comparisen

Industry Sectar: Enargy
NextEra Energy Dominion Resources Public Seivice Enterprise
Inc. Entergy Gorp. Ins. Group Ine. Exelan Corp,
Rating as of April 24, 2012 A-/Stable/-~ BBRMNegative/~  A-fSiable/A-2 BBB/Positive/A-2 BBB/Stable/A-2
--Average of past three fiscal years--
(Mil. $)

Revenuss 151197 11,0821 14,902.3 114230 17,5840
EBITOA 4,396.8 35297 4,699.9 37319 6.734.6
Standard & Poors | RatingsBirect on the Slobal Credit Portal | Apil 24,2012 6
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Teble 1

NextEra Energy inc. - Peer Cempatisen {cont.

)

Florida Power & Light Co.

Net income fram cont. oper. 18245 1.286.2 1,886.0 15143 25680
Funds from operaticns {FFQ) 38977 31713 32998 2,788.6 59121
Capital expenditures 39482 2,707.2 38012 19798 37000
Fres operating cash fiow (58.2} 517.1 {4957} 9770 2035
Dividends paid 970.8 600.3 1,150.5 686.3 1.396.5
Discretionary cash flow {975.0) 83.2) {1,848.2) 2907 6170
Cagh and short-term 305.7 1.2328 n7 469.6 1,956.0
investments
Debt 15,8872 136874 18.263.1 8,858.2 18,7177
Preferred stock 14225 150.4 996.6 6.7 19840
Equity 159188 68408 12,6374 9,380.4 13,7283
Debt and equity 31,806.0 22528.2 31,9005 18,2386 32,4460
Adjusted rativs
EBITOA margin {%) 281 313 ns 7 376
EBIT interast coverage (x} 33 32 38 6.5 5.7
Retum on cepital (%) 78 8.7 105 143 14.4
FFO int. cov. [X) 67 45 41 6.7 12
FFO/debt (%) 245 232 171 s 318
Fres operating cash flow/debt {04 38 (2.6) 1.0 103
%acretionaw cash flow/detn i6.2) {0.5) 8.5 3 33
Net cash flow/capex {%) 754 95.0 5.7 106.2 1220
Dabt/EBITOA {x} 36 39 41 24 28
Total debt/debt plus equity (%) 50.0 808 60.4 4886 57.7
Aetum on capital {%) 78 87 1058 14.3 14.1
Return on common eauity (%) 125 138 15.7 185 195
Comman dividend payout fatio 458 452 533 454 582
{un-adf.} (%}
Table 2
NextEra Energy Inc. -- Financial Summary
industry Sector: Energy
--Fiscal year endod Dec. 31--
2011 2010 2003 2008 o0
Rating history A-/Stable/-- A-fStable/-- A/Stable/-- A/Stable/— A/Stable/-
{MiL. §) .
Revenues 14,4926.7 15,0080 15.423.4 15,8832 14,8615
EBITCA 4,739.4 4804.3 4,188.3 3,882.5 3,261
Net income from continuing eperations 19230 18355 1,615.0 14362 1,2633
Funds from operatiens [FFO} 3Bz 3588.3 42796 31855 3.558.6
Capital expenditures 5,937.4 29702 29312 22732 1,875.9
Dividends paid 1,022.3 905.0 835.1 7725 7001
Dett 17.943.5 152145 145035 13,7988 10,7702
www standardandpoors.com/ratingsdirect 7
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Florida Power & Light Co.

Table 2
NextEra Energy Inc. -- Financial Suminary (cont,
Preferred stock 19285 11765 1.1765 1,0058.0 10045
Equity 188725 16390.5 144835 126880 11,7395
Debt and equity 348160 3NA05.0 289970 264848 225087
Adjusted ratios
EBITOA margin (%) 2’1 320 271 43 221
EBIT interest coverage (x) 38 44 35 38 32
FFO int cov. {x) 63 3.4 14 58 8.3
FFQ/debt (%) 213 236 25 231 330
Discrationary cash flow/debt (%) {18.7) {81 39 14 g2
et cash flow/capex {%) 7.1 906 173 106.2 1524
Debt/debt and equity (%) 515 431 50.0 521 478
Return on capital {%) 12 BB 75 83 284
Return on commen equity (%} 12.0 135 12.1 1.7 1.5
Common dividend payout ratia (un-adj.}{%} 478 425 474 50.3 518
Table 3

Reconciliation 0f NexiEra Energy Inc. Reported Amounts With Standard & Poof"s'ﬁd_i'ﬁsted Amounts (M. )
--Fiscal yeur andod Dec. 31, 2011--

NaxtEra Enargy inc. reported amounts

Cashfiow Cesh flow
Shareholders’ Operating  laterest from from Dividends Capital
Debt equity Revenues EBITDA  income expense operations operations paid expenditures

Reported 22,8676 148430 153410 48850 33180 10350 20740 40740 8200 60040

Stendard & Poor's adjustments
Equity-iike hybrids  (753.0) 7930 - - - (20.3) 203 23 03 -

Intermediate {1,1765) 11765 - - - {82.0) 82.0 82.0 820 -
hybiids reported
as debt

Postretirement -~ - - (1210} {1218 - 92.7 527 - -
benefit obligations

Capitatized - - - - - 1240 (1240} (12400 - {i24.0)
interest

Share-based - - - 49.0 - - - - - -
cormpensation
expense

Nonracourse debt  {3,993.0} - (343.0)  (343.0 (3430)  {343.0 - - - -

Securitized utility {487 .0} - 3 {13 (26.3) (268.3) (45.0) {45.04 - -
cost recovary

Power purchase 9220 - - 105.1 478 478 674 574 - 57.4
agIeamants

Reclassification of - - .
nenoperating
income {expenses)

Retlassification of - - - - - - - w70 - -

working-capital
cash flow changes

2110 - - - - -
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Florida Power & Light Co.

Tahle 3

Reconciliation Of NextEea En.e.fg.\e.lnc. Reported Amounts With Standard & Poor's Adjusted Amounts {Mil. $} {cont.}

s - - - - - 92.0) (52.0) -

decommissioning

fund contributions

Debt - Accrued 4640 - E - - - . - -

interest not

inchuded in

reparted debt

EBITGA - Other - -~ {415.0} {415.0) - - - - -

D&A - tmpairment - - - - 51.0 - - - - -

charges/{reversals}

FFQ - Other - - - - - - {415.0) {(£15.6) - -
Total {5,023.5 1.9295 [4143) 7982 15955) {2997 {453 B) {256 B) 102.3 {65.5)
adjustments

Standard & Poor's adjusted amounts

Cash flow Funds
interest irom from Dividends Capital
Debt Equity Revenues EBITDA EBIT expense operations operations paid expenditures
Adjusted 17,9435 188725 143267 41998 27825 7353 36102 38172 10223 58374

Flarida Power & Light Co.
Corpiorate Cradit Rating A/Stable/A-2
Commercial Paper

Local Cumrency A2
Comorate Cradit Ratings History
11-Mar-2010 A-/Stable/A-2
14-Jan-2010 AlWatch Neg/A-1
26-0ct-2008 AfStable/A1
Business Risk Profils Excailent
Financial Risk Profila Imtermediate
Debt Maturities
{For parent)
2012: $808 mil.
2013:92.4 bil.
2014 $2.0bil,
2015:31.8 hil.
2016: 3695 mil.
Related Entities
FPL Group Capital Trust |
Preferred Stock BBB
NextEra Energy Capital Holdings Ine.
Issuer Credit Rating A-/Stable/A-2
Commercial Paper

Local Currency A2
Junior Subordinated BE8
Senigr Unsedured BBB+
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Florida Power ¢& Light Co.

NextEra Energy Inc. .
lssuer (radit Rating A-/Stable/--

*Unless otherwise noted, alt ratings in this report are glatxl scale ratings. Standaid & Poor's credit ratings on the giobst scale are comparabla aciuss countries, Standard
& Poot's credit ratings on a national stale sre telative o ohligorg or obligations within that specific countiy.
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and www.globalereditportal. com {substription), and may be distributed through other means, inciuding via S&P publications and third-party redistnbutors. Additional
information about cur ratings fens is available at www standardandpoars. com/usratingsfees.
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U.S. Utilities' Capital Spending Is Rising, And
Cost Recovery Is Vital

Utilities in the U.S. continucusly invest in large, capital-intensive projects to replace older infrastructure, meet
growing load needs, and comply with evolving environmental regulations. Electric utilitics are replacing everything
from clectric meters to power plants. For 2012, industry groups project that electric companies will spend $85
billion, slightly higher than 2011 levels. Despite low growth due to the slow economy, aging infrastructure and
retirements of older, inefficient coal-burning plants make investing necessary. In addition, gas utilities are investing
more than $7 billion in pipelines and distribution networks, and water utilities are spending more than $1.6 billion
to repair and upgrade delivery and wreatment systems to meet stringent health and quality standards. (Warch the
related CreditMatters TV segment titled, "As UL.S. Utilities' Infrastructure Spending Rises, Cost Recovery Is Vital,"
dated May 18, 2012))

For electric utilities that generate power (in addition to distributing and transmitting it), capital spending on power
plants tends to be the largest cxpense. Now that the UL.S, Environmental Protection Agency (EPA} has finalized its
air quality rules, utilitics will need to make decisions about retrofirting existing coal plants with pollution control
equipment soon. The timing on some of this proposed spending may shift slightly, depending on how quickly the
companies have to implement the new rules. We estimate that U.S. electric utilities will invest more than $10 billion
in environmental upgrades over the next two years,

For all regulated wtilities, credit quality could suffer if their ability to recover investrnents and incremental operating
costs is inadequate. Regulators in numerous states are aware of the pending environmental cost burden and are
pursuing extensions from the EPA on compliance to stretch out the expenditures and ease the burden on ratepayers.
As utilities move forward on these investments, regulators will monitor the utilities for reliability failures and rate
pressutes on customers. Current low natural gas prices and weaker clectricity demand have led to lower power
prices. This provides a window for utilities to seek the pass through costs related to these investments to ratepayers
without substantially affecting their bills. Howeves, if power prices rise at the same time that companies are
recovering these capital investments through rate increases, utility customers could see a big rate hike, Then,
regulators could step in with greater scrutiny and defer or disallow a portion of the investments,

o LS. utifities constantly replace infrastructure.
« Capital spending in the industryis growing.
» Utilitias will nead supportive regulation for them to maintain their credit quality.

Where Is The Money Going?

The top 20 clectric and multi-utility companies by enterprise valuation have publicly disclosed their 2012 capital
spending plans, and roughly 70% of expenditures, in aggregate, relate to regulated electric, compared with about
10% for regulated gas. The remainder is earmarked for unregulated operations, including unregulated generation

Standard & Pcors | RatingsBirect on the Global Credit Portel | May 14, 2012 2
AT T ]

STAFF 005488
FPL RC-12

120015 Hearing Exhibits - 01589




U.S. Utilities' Capital Spending Is Rising, Aud Cost Recovery Is Vital

{sec table 1 and the chart).

Table ¥

Tu[i 20 Eiec'l.'r'ic Utility Or Multiutility By Enterprise Value

{Mil. $) Total enterprise value
Southern Co. 54,049
Duminion Resources Inc. 43,165
NextEra Enargy Inc. 47,088
Duke Enemy Com. 45,208
Exelon Corp, 39513
Amaerican Electric Power Co. knc. 3684
FirstEnergy Corp. 34,501
PPL Corp. 33330
PG&E Corp. 29,120
Progress Energy Inc. 28,953
Consolidated Edison Ine. 27,800
Edison nternational 26,340
Sempra Energy 24,045
Entergy Corp. 24,008
Public Service Enterprise Group Inc. 23073
Xcet Energy Inc. 22,766
DTE Energy Co. 16,976
ContatPoint Energy Inc. 16,538
Ameren Corp. 14,415
NiScuree Inc, 13,978

Source—-Standard & Poor's Capitat 10 43 of Jan. 25, 2012,

www .standardendpoors.com/ratingsdirect 3
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.8, Utilities' Capital Speading Is Rising, And Cost Recovery Is Vital

Utility Capital Expenditures In 2012

Total unregulated Other
operations {1%)
(18%) '

Total regulated gas
{8%)

Seurce--Standard & Poor's Capital I Janusry 2012, Corporete Wabsites.

@ Standard & Poor's 2012,

Total reguiated
electtic
{72%)

Table 2 categorizes spending of these 20 companies into multiple buckess, including maintenance, generation,

environmental, and, for those utilities with gas operations, gas infrastrucrure. Transmission spending is shown for
companies with large pending projects. Utilities with a heavy concentration of coal-fired generation are spending.a
lot on environmental retrofitting and coal plant closures. New generation lately has consisted of gas-fired units and

some new nuclear units.

Tablo 2

Spending 0 Tap 20 Companies

American
Pominion  NextEra Duke Electric
Southemn Resources Energy  Energy  Exelon Power Co.  FirstEnergy PPL  PGBE
iMil. $} Co. Inc. Inc. Carp. Corp. Inc. Corp. Comp.  Corp.
Regulated electric
New generation 2,200 968 1,780 500 - 313 100 . 1,250
New transmission and 500 715 1,600 1,650 275 1,734 830 1925  2.300
distribution {TRD}
Base 1,300 655 1,275
capex/maintanance
capex {3, T& DY
Environmental 400 34 - 250 588 - 764
Nuctaar/nuclear fuel 300 185 205 325 - 218 100 -
(Orher 200 . 195 625 a5 . - 173 125
Tozal regulated electsic 4830 2,557 3,780 3,350 1,879 anz3 1,190 282 3,675
Regulated gas
(Gas transmission - 853 - - 275
Standard & Poors | RatingsDirect on the Global Credit Portal | May 14,2012 4
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U.S. Utilities' Capital Spending Is Rising, And Cost Recovery Is Vital

Table 2
Spending 0f Top 20 Companies {cont.)
Bas distribution . cvi: B - - - - - - 500
Gther 6 - . - - - . 364
Total regutated gas - 1,193 - - - - - - 1159
Unregulated oporations
New generation 200 - 2085 525 1.550 38 760 640 -
Base 15t - 125 825 - -
capex/maintsnance
capex (G, T & Dy
Enviranmental 178 - - - -
Nuclear/nucigar fuel 173 295 - 1100 - 159
Dther - 160 00 -
Total unregulated 200 502 2,550 950 3.475 38 760 794
operations
Other {no-details - 46 520 - 75 78 sa - -
available}
Total capital 5300 4,798 6.856 4,300 5375 3133 2000 3661 4,834
expenditurgs

Soarce-~Standard & Poor's Capital 1G January 2012; Corporate Websites,

Environmental compliance

Coal currently fuels about 45% of all electricity generated in the U.S., and is the most-used fuel for regulated
utilides. Utilities have filed plans with regulators to retre, retrofit, and rebuild their generation portfolios. Some
utilities are either retiring or idling regulated units, while others have proposed construction of new natural gas units
to replace the shuttered coal capacity. Of the roughly 310 gigawatts (GW) of U.S. coal-fired capacity, less than
one-quarter has all the pollution equipment necessary to comply with EPA rules. Given that regulated utilities own
about three-quarters of U.5. coal generation, the cost of installing pollution controls and the speed with which
utilities can fully recover those costs through rate adjustments ¢ould affect credir quality.

Over the next 10 years, the proposed and final environmental rules will steer utilities' capital spending cither toward
retrofitting existing coal units or building new generation, which we expect to be largely gas fired. Abour two-thirds
of coal plants are more than 30 years old, and facilities less than 200 megawatts account for about 20% of UL.S. coal
capacity. We would expect regulated utilitics with such assets to have mostly recovered these plant costs to a point
where the companies' rate recoveries on the returns on investment and depreciation are modest, if any. The ability to
either build a new unit or retrofit an existing one with new controls could ultimarely expand the rate base and
subsequently boost cash flow. Regulated electric utilities have multiple options to comply with EPA regulations,
Compared with unregulated generators, which may close units that aren’t cost competitive, regulated utilitics may

analyze the incremental cost to retrofit a coal unit and the ability to recover those costs through regulatory
mechanisms.

New generation

The economic slump has slowed construction of new base-load generation. But the EPA's regulations will impose
additional costs on the coal-fired plants that could result in 35 GW to 40 GW of coal plant retirements. We believe
that even if the EPA delays its regulations, utilities could still rerire abour 20 GW of coal capacity because of
unfavorable commodity prices. Significant shutdowns of coal units would lead 16 incremental construction of new
capacity--primarily gas-fired--to meet both the existing load and futuie growth.

www . standardandpoors.com/ratingsdirest 5
TR L O AR

STAFF 005491

FPL RC-12

120015 Hearing Exhibits - 01592



U.S. Utilities® Capital Spending Is Rising, And Cost Recovery Is Vital

The switch to natural gas stems from the tighter air pollution rules and the current low natural gas prices, which are
making gas-fired generation thar much more cost effective. The new-build natural gas construction will replace a
substantizl portion of the expected retirement of 25 GW of coal generation, and many of the new combined-cycle
gas-fired units will be built in regions where the EPA's Mercury and Air Toxics Standards rule will have the greatest
impact, notably the Electricity Reliability Council of Texas and the PJM Interconnection in the Mid-Atlantic region.

Transmission

Transmission investments, which many view as the "no-pollution solution” to new generation, allow companies to
deliver electricity to load centers from distant areas that have surplus capacity. The Federal Energy Regulatory
Commission's (FERC) supportive framework for approving transmission projects is continuing to attract new
investments. Some of the enticements are authorized returns on equity of up to 14%, use of projected test periods,
capital structures with more than 50% equity, and return on construction work in progress. Over the past five years,
the transmission sector’s compounded annual growth rate for capital investment has exceeded 10%, and we expect
transmission capital investments for 2012 to exceed $13 billion. The FERC's recent "Order 1000 - Transmission
Planning and Cost Allocation” staternent ¢liminates an incumbent uiility's right of first refusal to install new electric
Transmission in its service territory, giving incentives to other entities to own and build cransmission lines in the
service territories of other utilitics. This may Icad to increased transmission spending.

Gas infrastructure

In 2011, gas utilities’ capital spending went up significantly. Total industry spending increased more than 18% last
year to $7.1 billion after growing about 4% in 2010 to $5.8 billion. Mandatory and discretionary projects include
maintenance, metering, and acquisitions. New pipeline connections were needed to deal with increased demand
from customers converting to gas from more expensive heating oil and propane. I--Ibwever, a primary cause of the
higher capital spending is the heightened focus oa pipeline safety after multiple pipeline explasions, particularly che
catastrophic San Bruno, Calif., accident in 2010, Gas pipeline safety issues include operational failures as well as the
age and increasingly apparent fragility of some of the nation’s natural gas transportation infrastructure. We expect
greatcr regulatory and company oversight of operating and safety measures, with the most immediate effects being
increases in reporting requirements and maintenance spending. Replacing older pipelines and other infrasteucture
needs will continue, keeping capital spending levels high.

Show Me The Money

For regulated urilities, infrastructure spending leads to rate-base growth. But for a company to preserve its financial
strength, it must be able to quickly begin recovering this spending. Fortunately, low natural gas prices have
moderated the rate increases needed for capital spending and operating expenses. Companies can use this addirional
cash flow to fund renewable generation projects, install pollution control equipment, and upgrade transmission
assers. With all these incremental investments, a perfect regulatory storm could arise if costs for fuel and purchased
gas rise sharply at the same time that utilities need to raise rates to recover the costs related to infrastructure
spending for mandated environmental upgrades, new generation constraction, renewable requirements, or pipeline
replacements. Hf this happens, regulators could decide ta allow only partial recovery of incurred capital costs
through rate increases to reduce rate spikes for customers and possibly defer the remaining balance. Because
deferrals do not provide the cash flow needed for wilities to service their debt obligations, utility credit quality could
be affected. To retain critical access to the debt markets, utilities will need to continue to scek and receive supportive
cost recovery from regulators.

Standard & Poors | RatingsDirect on the Global Credit Postal | May 14, 2012 6
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U.S. Utilities' Capital Spending Is Rising, And Cost Recovery Is Vital

Declining bonus depreciation

Throughout the recession, utilities’ cash flow measures received a boost from accelerated {"bonus"} depreciation,
which has allowed companies to expense the cost of qualified property immediately or over a short period of time
{rather than depreciating over multiple years). This has resulted in lower cash taxes, which has increased operating
cash flow. We expect the industry's financial condition to remain resilient in part because many companies
strengthened their balance sheets with this extra operating cash flow. Unless the government extends bonus
depreciation beyond 2012, utilities' credit protection measures could decline as the previously growing defersed
taxes caused by bonus depreciation begin to reverse and operating cash flows drop. To fund fature capital spending,
companies will need access to external capital markets for incremental funding beyond their internally generated
cash--and maintaining solid credit quality will help them to do so in a cost-cffective and timely manner.

Access to debt markets will be critical for utilities

Investors have mostly been receptive to debt issues from regulated utilitics, regardless of market conditions. With the
anticipated rise in capital spending needs, maintaining actess to both the debt and equity markets, at favorable
texms, will be crucial for these companies. Utilities have consistently used short-term debt or commercial paper
programs to fund construction. The short-term funding allows utilities to mateh the financing with the construction
period until enough debt has accrued to ¢fficiently issue long-term debt. In pursuing long-term financing options,
may use first mortgage bonds that provide a first lien on all general utility property. Historically, such debr issues
have been oversubscribed, resulting in favorable terms and low interest rates. In addition, utilities alse fund capical
projects with senior unsecured debt. Given the lack of collateral, we've observed that investors in unsecured debt
tend to be more receptive to utilities with supportive cost recovery mechanisms and to holding debt from companies
with mostly regulated operations.

Effective Regulation Supports Credit Quality

As companies spend on investments, a significant consideration for regulated utilities will be how quickly regulators
allow them to fully recover these costs. If the costs are significant, any delays or denials in the recovery could hurt a
utiliy's credit quality. Thus, regulatory support is necessary to successfully implement such projects, Cost recovery
through base rates and rate mechanisms that provide for predictable and timely cash flow could offset the costs of 2
company's capital spending These mechanisms help provide timely and consistent recovery of costs and bolster
financial measures by limiting cash flow drains and reducing the amount of debt needed during construction.
Ultimately, the dollar amount of the costs and the timeliness in recovering them will be important factors affecting
ouor view of a utility's credit guality.

Passing The Costs Along

Standard & Poor's believes regulated utilities will continue 1o recover the costs they must incur to comply with the
necessary investments through various regulatory proceedings. A utility's credit quality during construction projects
will depend on credit-supportive regulation. We believe supportive and timely cost recovery that helps avoid large
rate increases will become more critical to utilities’ ability to maintain cash flow, earnings power, and, ultimately,
credit quality. Cost recovery options generally include base-rate increases when projects ace complete, along with
rate surcharges and riders during construction. In addition, regulatory preapprovals for large capital expenditures
significantly reduce uncertainty about recovery of construction costs. Because utilities are undertaking projects to

www.standardandpoors.com/ratingsdirest
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U.S. Utilities' Capital Spending Is Rising, And Cost Recovery Is Vital

meet mandates and comply with new regulations, as long as the costs are prudent, we expect that utifiries will be
able to pass the costs along to customers. Ultimately, key credit drivers include timely and consistent cost recovery in
rates of fuel and purchased gas costs and capital expenditures during and after construction.

Related Criteria And Research

s New Environmental Rules Raise Cost and Electricity Reliability Concerns, March 16, 2012

# Key Credit Factors: Business And Financial Risks [n The Investor-Owned Utilities Industry, Nov. 26, 2008
o Assessing U.S. Utility Regulatory Environments, Nov. 7, 2007
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NextEra Energy Inc (NEE)
Uncertainties Cloud Roadmap Into 2013; Maintain Hold

m Sizeable rate request possible in 2012: By the time of the expected ‘12 rate
filing (for new rates in ‘13), we expect NextEra's utility, Florida Power & Light to
ask for recovery of several large-scale projects (highlighted on pg. 3), that are
expected 1o come on-line during '137 14 timeframe. The recovery for these projects
would be in addition to the need for new base rates for recovery of items such as
O&M and maintenance spending. This combination could lead to a sizeable rate
request that might test improving regulatory dynamics in Florida.

® Renewable tax credits extension fight ahead: The investment tax credit (ITC)
and the production tax credit (PTC} for wind are set to expire at the end of 2012,
We believe renewable subsidies beyond 2012 at the Federal leve! could face an
uncertain future given greater Republican control of the Senate following the 2010
elections offset by strong lobbying efforts from the wind industry and greater
renewable focus stemming from the Japan nuclear disaster. We believe investors’
valuation of NextEra's wind business could incrementally worsen as the tax credit
debate heats up in Washington heading into *12. With these concerns in mind, we
are lowering the target EBITDA multiple for the wind business to 8x from 8.5x;
every 0.5x change in the EBITDA multiple lead to $2.00/share impact.

m 2013 valuation: We estimate NextEra's 2013 EPS to be $4.95/share. On a P/E
basis, NextEra shares trade at ~10.5x vs. integrated group average of ~12x. We
think this discount is warranted: 1) NextEra's earnings include benefit from tax
credits and growth from wind/renewable projects, whose trajectory might be
impacted depending on future renewable tax credit legislation post-2012 2}
Qutcome of what could potentially be a sizeable 2012 utility rate case also creates
uncertainty for '13 EPS & beyond.

m We continue to rate NextEra Energy Hold/Medium Risk, with an unchanged
target of $53/share. In the integrated subsector, we currently prefer CEG.

| Company Update
B Estimate Change

Hold/Medium Risk M
Price {18 Mar 11} US$52.76
Target price US$53.00
Expected share price retumn 0.5%
Expected dividend yield 3.8%
Expected total return 4.3%
Market Cap US$22,209M

Price Performance (RIC: NEE.N, BB: NEE
us)

usp
54
52
50
48
46

EPS Qt Q2 Q3 Q4 FY FC Cons
2010A 0.94A 1.07A 1.34A 0.85A 4.20A 4.30A
2011E 0.76E 1.05E 142E 1.21E 4.45E 4.44E
Previous 0.78E 1.07E 1.44E 1.20E 4.50E na
2012E na na na na 4.67E 4.71E
Previous na na na na 4. 65E na
2013E na na na na 4.95E 5.04E
Previous na na na na na na

Source: Company Reporis and dataCentral, CIR. FC Cons: First Call Consensus.

3I1 C 3I0 T 3I0 T 3'1 '
Mar Jun Sep Dec
Brian Chin
+1-212-816-2861
brian.chin@citi.com

Hasan Doza, CFA
hasan.doza@citi.com

See Appendix A-1 for Analyst Certification, Important Disclosures and non-US research analyst disclosures.

Citi Investment Research & Analysis is a division of Citigroup Global Markets Inc. (the "Firm"), which does and seeks to do business with companies covered in fts
research reports. As a result, investors should be aware that the Firm may have a confiict of interest that could affect the objectivity of this report. Investors should
consider this report as only a single factor in making their investment decision.
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NextEra Energy Inc (NEE)
21 March 2011

Fiscal year end 31-Dec 2009 2010 201ME 2012E 2013E
Valuation Ratios
P/E adjusted (x) 13.0 126 1.8 1.3 10.7
EV/EBITDA adjusted (x) 71 6.5 6.9 87 88
PBY (x) 17 15 14 1.3 1.2
Dividend yield (%) 38 38 39 4.1 44
Per Share Data (US$)
EPS adjusted 4.04 4.20 445 467 495
EPS reported 3.90 420 445 467 495
BVPS Kl 34.81 37.38 40.04 42.89
DPS 1.89 1.98 2,08 219 2.30
Profit & Loss (US$M)
Net sales 15,647 15,153 16,952 17,787 18,817
Operating expenses -12,962 -12,134 -13,900 -14,860 -15,820
EBIT 2,685 3,019 3,053 2,927 2,997
Net interest expense -854 974 -1,106 1,139 -1.312
Non-operating/exceptionals 73 163 83 304 510
Pre-tax profit 1,904 2,208 2,030 2,092 2,194
Tax -325 - 486 -175 131 499
Extraord./Min.Int./Pref div. 0 0 ] 0 0
Reported net income 1,580 1,722 1,855 1,961 2,005
Adjusted earnings 1,639 1,722 1,855 1,961 2,095
Adjusted EBITDA '5,159 5757 5,633 4,630 4,824
Growth Rates (%)
Sales -4.6 -32 1.9 49 58
EBIT adjusted 94 88 1.1 4.1 24
EBITDA adjusted 318 116 2.1 -17.8 42
EPS adjusted 54 38 6.0 48 6.0
Cash Flow (US$M})
Operating cash flow 5185 4,765 4,71 3,455 3,568
Depreciation/amortization 2,384 2738 2,581 1,703 1,827
Net working capital 204 52 0 0 0
Investing cash flow 6,127 -5,282 -5,950 -5,900 4,662
Capital expenditure 5,146 -6,052 -5,950 -5,900 -4,662
Acquisitions/disposals 0 0 0 0 0
Financing cash flow 1,185 1,618 2,138 1,166 2,063
Borrawings 1,755 2,012 2,786 1,885 2,785
Dividends paid -765 -813 -868 919 972
Change in cash 243 1,102 929 -1,279 968
Balance Sheet (US$M)
Total assets 48,945 55,649 60,891 64,006 68,152
Cash & cash equivalent 742 1,807 2,896 1,617 2,586
Accounts receivable 2606 2,723 2,723 2723 2,723
Net fixed assets 35,078 39,076 43,349 47,743 50,920
Total liabilities 36,028 41,231 45,266 47,139 48,912
For further data queries on Citi's full coverage universe Accounts payable 1,898 2,050 2,050 2,050 2,050
Eﬁfjﬁ, ::masigg gﬂsﬁmm; #r\nm;nf?s;tz 816 Total Debt 18,890 20,823 23,609 25,494 28,279
53% ’ Shareholders' funds 12,917 14,418 15,625 16,867 18,239
Profitability/Solvency Ratios (%)
EBITDA margin adjusted 330 380 332 260 256
ROE adjusted _ 13.3 126 123 121 11.9
Powered by: ROIC adjusted 6.4 59 6.1 54 5.2
@dataCentra] Net debt to equity 140.5 131.9 1326 1416 140.9
Total debt to capital 59.4 59.1 60.2 60.2 60.8
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2t Mgty Uncertainties Cloud Roadmap Into 2013

Valuation of NextEra Energy

We value NextEra on a sum of the parts basis, with the merchant business on
an EV/EBITDA basis, and the regulated utility on a P/E basis. We are also
shifting our valuation year to 2013,

Regulated Utifity

We estimate NextEra’s regulated utility, Florida Power & Light (FP&L), to
generate an EPS of $2.65/share in 2013. The earnings power in 2013 &
beyond will be dependent on the outcome of the 2012 general rate case, and
recovery for assets that might fall outside the base rate format.

® New Authorized RoE: Our estimate utilizes an average rate base level of
~$23B (consistent with NextEra's disclosure of expected rate base between
$23.6B-$23.8B at the end of 2012). We assume a regulatory equity ratio of
47%, and an authorized RoE of 10.5%. As a reminder, FP&L’s current
authorized RoE is 10%, based on 2010 rate case decision. Therefore, we
are giving FP&L a benefit of the doubt by assuming a pickup in RoE.

= Inclusion of two gas plants in rates; FP&L is currently constructing two
large gas fired plants, the ~1200MW Cape Canaveral, and the ~1200MW
Riviera Beach facility. The total capital spent on these two plants is expected
to be ~$2.4B. Canaveral is expected to come on-line in mid-"13, while Riviera
is slated to come on-ling in mid’'14. Therefore, as part of the 2012 rate filing,
FP&L might need to consider: 1) Inclusion of the Canaveral plant into rates
possibly as part of the 2012 general rate case, given that the on-line date
{mid-"13) coincides with new hase rates expected to go into effect on 1/1/13.
2) Requesting a mechanism such as the Generation Base Rate Adjustment
(GBRA) or a separate regulatory filing to include the Riviera plant into rates
once it is on-line in mid'14.

® Smart Grid program: As part of the Energy Smart Florida plant, FP&L is in
the process of deploying smart meters from 2009-2013. The total capital for
this project is $900mm. Revenue requirement for this project was approved
through 2010, as part of the 2010 rate case decision. Therefore, it is likely
that the 2012 rate case filing will need to request recovery of the Energy
Smart plan for years '11-"13,

m Nuclear uprates: FP&L is currently embarked on a nuclear uprate program
from 2011-2013, totaling $2.3B. The recovery of this spending is covered
through a nuclear recovery clause, which is separate from base rates. Given
the large amount of capital that is being recovered, this program might get
more attention during the 2012 base rate case, since the recovery for the
nuclear uprate program, are additive to the overall base rate revenue
requirement, including some of the projects mentioned above.

Overall take: It is likely that the regulatory dynamics during the 2012 rate case

deliberations will be better than the one during the ‘09/10 proceeding.

However, given the major projects that FP&L will need to include in rates during

'13 and '14, in addition to an increase in base rates, the size of the overall rate

request could be substantial. We believe investors at this stage have largely

assumed an improving regulatory environment in Florida and significant growth

in rate base, but should begin to tactically consider when headline risk and rate

case liming may present periods of greater share performance volatility in

2012. STAFF 005498
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Figure 2. Net Debt
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Detailed Valuation Commentary

We utilize a target 14x P/E multiple to our 2013 $2.65/share EPS to calculate a
$37/share value for the utility. Our target multiple is discounted back by one
year (to account for our one year forward looking target price framework),
resulting in an effective target multiple of 12.5x.

QOur base utility multiple of 14x is above the 30-year historical average multiple
for regutated utilities of 12.5x, and reflects a historical relationship of bond
yields and utility equity valuations. Our 14x multiple reflects an in-house
economics research view of a 10 year Treasury yield of approximately 4% in 12
months. We have expressed this relationship through regression analysis in
prior research.

Merchant Valuation:

Based on our latest commodity curve as of 3/2/11, we calculate the open
EBITDA of the core generation portfolio (ex-wind) to be ~$600mm. We then
apply an 8x EBITDA multiple to calculate an enterprise value of ~$4.7B for the
core power business.

We project the wind business to generate ~$2B of EBITDA (including the value
of tax credits) in 2013. We assume new wind additions of
800mw/900mw/1000mw from '11-'13.

Note that the tax credits (PTCs and ITCs) for wind are set to expire at the end
of 2012. It will require legislation at the Federal level to extend the tax credits.
Given this uncertainty post-2012, we are lowering our wind business EBITDA
multiple to 8x from 8.5x. Utilizing an 8x multipte, we calculate the value of the
wind portfolio to be ~$16B.

In total, we calculate the enterprise value of the merchant business to be
~$21B. We then subtract ~$12 6B of merchant and parent level debt to

calculate an equity value of ~$8.4B. The way we derive our net debt figure is as
follows:

As of YE 2010, NextEra has total consolidated net debt (including both long-
term and short-term debt) of ~$20.5B8. By the end of 2012, we project this debt
baiance to grow to ~$25B, given the need to finance growth in capital projects
both at the regulated utility and the merchant business. Based on NextEra’s
disclosures, the company expects total rate base of ~$24B at the regulated
utility in 2012. We assume a regulatory equity ratio of 47%, to calculate implied
debt at the regulated business of ~$12.7B. We then subtract this figure from the
estimated total ~$25B debt, to calculate ~$12.6B of debt for the merchant and
the parent.

We also incorporate ~$500mm of value to reflect the benefit of a future climate
change legislation. OQur assumption incorporates a climate change legislation in
2019/20 timeframe, with a carbon price of $15/ton.

Lastly, we give credit to NextEra on an NPV basis for the proposed 250MW
Genesis solar project in California (expected to fully come online by 2014), and
100MW solar project in Spain (expected to be fuily online by 2013).
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We see the value of these two projects anywhere between $0.50-$1.00/share,
depending on power purchase agreement (PPA) price and/or Feed-in-Tariff
(applicable for the Spain project) level, capacity factor, and O&M.

As a base case in our valuation, we assign ~$0.50/share value to these two
solar projects.

In total, we calculate the total equity value of the merchant business to be
~$9.2B, or a rounded-up value of $22/share.

Total Value: Incorporating $37/share value for the utility, and $22/share for the
merchant business, leads to a total value of $5%/share. Given that our target
price is based on '13 estimates, and is intended to reflect where the stock
should be in 12 months’ time, we discount our target by one-year, at 11%, to
arrive at an unchanged final target price of $53/share.

EPS changes: Please note there is no single item that leads to our small full
year estimate changes for 2011 and 2012 of five cents and two cents,
respectively. The tweaks to our model primarily include small changes to our
utility and merchant segment assumptions for 11 and 12.
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NextEra Energy Inc

Valuation

Our unchanged target price is $53/share. We value NextEra Energy, an
integrated utility, based on a sum of the parts approach, using a 14.0x
regulated utility EPS multiple and an 8.0x EBITDA multiple (was 8.5x) for the
wind and the core power business. We alsoc make adjustments for hedges,
value for future climate change legislation, and now also add value for future
solar projects. Our target price is intended to reflect where the shares should
trade one year forward from today.

Risks

We rate NextEra Energy Medium Risk. The financial strength of NextEra's core
utility business should allow for consistent growth in cash flow and stable
earnings. NextEra's balance sheet should improve over time. Risks we see to
the stock achieving our target price inctude the following:

Health of Florida Economy: NextEra's electric utility, FP&L, is exposed to the
Florida economy, which may result in a level of electricity sales below our
expectations, and might make it tougher for regulators to approve future cap-ex
programs and rate increases.

Commodity Prices: NextEra's earnings are subject to market forces of
commodity prices. NextEra's merchant generation portfolio is hedged
~04%/88% in '11 and '12, respectively, per latest company presentation. The
remainder of the power is sold at current forward prices. Changes in forward
prices could positively or negatively impact our forecasted earnings and cash
flow, which could impact the stock price.

(CEGN: US$30.75: 1H)

Constellation Energy Group, Inc.

Valuation

Our Constellation target price is $35/share. We value Constellation, an
integrated utility, based on a sum of the parts approach. Our target is intended
to reflect where the shares should trade one year forward from today. Our
consolidated target is the result of the sum of our $14 target for the regulated
business and our $21 target for the merchant competitive business.

Risks

Regulated rate base growth risk — Our current rate base profile implies ~6%
rate base growth from 2009 to 2013E. If our rate base growth projections are
too aggressive and Constellation is unable to meet our expectations, the
earnings and stock price could be materially impacted and fail to achieve our
target. Conversely, if rate base growth for Constellation exceeds our estimates,
the stock may materially outperform and exceed our projections and target.

Liquidity risk from merchant Customer Supply hedges. Retail power sales when
not matched with generation may lead to significant coltateral swings when gas
STAFF 005501
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and power prices vary materially. Only 60% of Constellation's customer supply
load is matched by generation.

Regulatory risk affecting merchant Generation business in Maryland. In 2009
Maryland Governor O'Malley proposed legislation to re-regulate Maryland's
power generation but the proposal-did not pass. The Governor continues to
promote re-regulation and has asked the Public Service Commission to order
new electricity generation to be built in Maryland. The new generation would be
built under a traditional rate regulated cost of service basis. It is unclear how or
if the PSC will implement this request by the governor. But if the PSC were to
issue a request for proposal (RFP) we would expect fears of incremental
capacity coming online could result in lower energy and capacity prices in
Maryland.

Commodities price risk affecting merchant Generation. If natural gas prices fall
(rise), wholesale power prices will likely fall {rise), limiting (raising) dark
spreads. Constellation is inherently a long natural gas position since natural
gas generation sels the price of power in its key coal generation markets. If
forward natural gas prices fall significantly from current prices, Constellation
might have to re-contract at incrementally lower margins.

Environmental regulation risk an merchant Generation. Environmental
regulations are expected to tighten in the near future. EPA is planning to issue
new SOX, NOX, Particulate Matter, Mercury, and other poliutants rules between
2010E and 2012E. Althaugh Constellation's plants are currently complying with
the Maryland Health Air Act, if EPA were to issue more stringent rules, some
Constellation plants could potentially either be forced to invest in SOX
scrubbers or retire. The main plants at risk would be the C.P. Crane and H.A.
Wagner coal plants of~ 400 MW and ~1,000 MW, respectively.

Appendix A-1
Analyst Certification

The research analyst{s) primarily responsible for the preparation and content of this research report are named in bold text in the author block at the front
of the product except for those sections where an analyst's name appears in bold alongside content which is attributable to that analyst. Each of these
analyst(s) certify, with respect to the section(s) of the raport for which they are responsible, that the views expressed therein accurately reflect their
parsonal views about each issuer and security referenced and were prepared in an independent mannar, including with respect to Cltigroup Glohal
Markets Inc and its affiliates. No part of the research analyst's compensation was, Is, or will be, directly or indirectly, related to the specific
recommendation(s) or view(s) expressed by that research analyst in this report.
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Citigroup Global Markets Inc. or its affiliates bensficially owns 1% or more of any class of common equity securities of Constellation Energy Group, Inc.. This position
reflects information available as of the prior business day.

Within the past 12 months, Citigroup Global Markets Inc. or its affiliates has acted as manager or co-manager of an offering of securities of NexiEra Energy Inc,
Constellation Energy Group, Inc..

Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the past 12 months from NextEra Energy Inc,
Constellation Energy Group, Inc..

Citigroup Global Markets Inc. or its affiliates expects to receive or intends to seek, within the next three months, compensation for investment banking services from
NextEra Energy Inc, Constellation Energy Group, Inc..

Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from NextEra Energy Inc,
Consteltation Energy Group, Inc. in the past 12 months.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as investment banking client{s): NextEra Energy Inc, Constellation Energy
Group, Ing..

Citigroup Global Markats Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-banking,
securities-related: NexiEra Energy Inc, Constellation Energy Group, Inc..

Citigroup Global Markets Inc. currentiy has, or had within the past 12 months, the following as clients, and the services provided were non-investment-banking, non-
securities-related: NextEra Energy Inc, Constellation Energy Group, Inc..

Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its affiliates {“the
Firm"). Like all Firm employess, analysts receive compensation that is impacted by overall firm profitability which includes investment banking revenues.

For important disciosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Investment Research & Analysis product
("the Product”), please contact Citi Investment Research & Analysis, 388 Greenwich Street, 28th Floor, New York, NY, 10013, Attention: Legal/Compliance. In
addition, the same important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are contained on the Finm’s disclosure
website at www.ciigroupgeo.com. Valuation and Rigk assessments can be found in the text of the most recent research note/report regarding the subject company.
Historical disclosures {for up to the past three years) will be provided upon request.

Citi Investment Research & Analysis Ratings Distribution

12 Month Rating Relative Rating
Datacurrentasof31Dec20t0 o Buy Hold  Sell  Buy Hold  Sell
Citi Investment Research & Analysis Global Fundamental Coverage 2% 37% 11% 0% 100% 0%
% of companies in each rating category thef are invesimenf banking clients A5%  44%  40% 0%  44% 0%

Guide to Citi Investment Research 8 Analysis (CIRA)} Fundamental Research Investment Ratings:

CIRA's stock recommendations include a risk rating and an investment sating.

Risk ratings, which take into account both price volatility and fundamental criteria, are: Low (L), Medium (M), High (H), and Speculative (8).

Investment ratings are a function of CIRA's expectation of total return {forecast price appreciation and dividend yieid within the next 12 months) and risk rating.
Analysts may place covered stocks *Under Review” in response to exceptional circumstances (e.g. lack of information critical to the analyst’s thesis) affecting the
company and/or trading in the company’s securities (.. frading suspension). Stocks placed “Under Review" will be monitored daily by management. As soon as
practically possible, the analyst will publish a note re-establishing a rating and investment thesis.

To satisfy regulatory requirements, we correspond Under Review to Hold in our ratings distribution table for our 12-month fundamental rating system. However, we
reiterate that we do not consider Under Review fo be a recommendation.

Relative three-month ratings: CIRA may also assign a three-month relative cali (or rating} to a stock to highlight expected out-performance (most preferrad) or
under-performance (least preferred) versus the analyst's coverage universe over a 3 month period. The relative call may highlight a specific near-term catalyst or
event impacting the company or the market that is anticipated to have a short-term price impact on the equity securities of the company. Absent any specific catalyst
the analyst(s) will indicate the most and least preferred stocks in his coverage universe, explaining the basis for this shor-term view. This threa-month view may be
different from and doas not affect a stock's fundamental equity rating, which reflects a longer-tarm total absolute return expeciation. For purposes of NASD/NYSE
ratings-distribution-disclosure rules, most preferred calls correspond 1o a buy recommendation and least preferred calls correspond to a sell recommendation. Any
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stock not assigned to a most preferred or least preferred call is considered non-relative-rated (NRR). For purposes of NASD/NYSE ratings-distribution-disclosure
rules we correspond NRR to Hold in our ratings distribution table for our 3-month relative rating system. However, we reiterate that we do not consider NRR to be a
recommendation.

For set..‘.urities in developed markets (US, UK, Europe, Japan, and Australia’™New Zealand), investment ratings are:Buy (1) {expected total retum of 10% or more for
Low-Risk stocks, 15% or more for Medium-Risk stocks, 20% or mare for High-Risk stocks, and 35% or more for Speculative stocks); Hold {2) (0%-10% for Low-Risk
stocks, 0%-15% for Medium-Risk stocks, 0%-20% for High-Risk stocks, and 0%-35% for Speculative stocks); and Sell (3} (negative total return).

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/for risk rating, or a change in target
price (subject to limited management discretion). At other times, the expected total retums may fall outside of these ranges because of market price movements
and/or ather short-term volatility or trading pattems. Such interim deviations from specified ranges will be permitted but will become subject to review by Research
Management. Your decision to buy or sell a security should be based upon your personal investment objectives and should be made only after evaluating the stock's
expected performance and risk,

NON-US RESEARCH ANALYST DISCLOSURES

Non-US research analysts who have prepared this report {i.e., all research analysts listed below other than those identified as employed by Citigroup Global Markets
Inc.} are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member organizafion and therefore
may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public appearances and trading securities
held by a research analyst account. The legal entities employing the authors of this report are listed below:

Citigroup Global Marketsing ... . . BrnChinHasanDoza CFA =
OTHER DISCLOSURES
The subject company's share price set out on the front page of this Product is quoted as at 18 March 2011 04:00 PM on the issuer's primary market.

Citigroup Globat Markets Inc. and/or its affiliates has a significant financial interest in relation to NextEra Energy inc, Constellation Energy Group, Inc.. (For an
explanation of the determination of significant financial interast, please refer to the policy for managing conflicts of interest which can be found at
www citigroupgeo.com.)

This Product has been modified by the author following a discussion with one or more of the named issuers/issuers of the named securities.

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and may act as
principaf in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been recommended in the
Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities transactions in a manner incansistent
with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal basis.,

Securities recommended, offered, or sold by the Fimm: (i) are not insured by the Federal Deposit Insurance Corporation; {ii) are not deposits or other obligations of any
insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal amount invested. Although
information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee is accuracy and it may be incomplete and
condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and completeness of the disclosures made in the Important
Disclosures section of the Product, The Firm's research department has received assistance from the subject company{ies) referred to in this Preduct including, but
not limited to, discussions with management of the subject company(ies). Firm policy prohibits research analysts from sending draft research to subject companies.
However, it should be presumed that the author of the Product has had discussions with the subject company to ensure factual accuracy prior to publication. Al
apinions, projections and estimates constitute the judgment of the author as of the date of the Product and these, plus any other information contained in the Product,
are subject to change without notice. Prices and avallability of financial instruments also are subject to change without notice. Notwithstanding other departments
within the Firm advising the companies discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Cit
Investment Research & Analysis (CIRA) does not set a predetermined frequency for publication, if the Product is a fundamental research report, itis the intention

of CIRA to provide research coverage of thefthose issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet pericds
and capacity constraints. The Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any
decision to purchase securities mentioned in the Product must take into account existing public information on such security or any registered prospectus.

Investing in non-U S, securities, including ADRs, may entail certain risks. The securities of non-U).S. issuers may not be registered with, nor be subject to the reporting
requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign companies are generally not
subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of some foreign companies may be less liquid
and their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate movements may have an adverse effect on the value of an
investment in a foreign stock and its corresponding dividend payment for U.S. investors. Net dividends to ADR investors are estimated, using withhoiding tax rates
conventions, deemed accurate, but investors are urged to consult their tax advisor for exact dividend computations. Investors who have received the Product from the
Firm may be prohibited in certain states or other jurisdictions from purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant
for additional detais. Citigroup Global Markets Inc. takes respansibility for the Product in the United States. Any orders by US investors resulting from the information
contained in the Product may be placed only through Citigroup Global Markets Inc.

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley & Co. Incorporated (Morgan Stanley) research reports may be
available about the companias that are the subject of this Citi Investment Research & Analysis (CIRA) research report. Ask your Financial Advisor or use
smithbamey.com fo view any available Morgan Stanley research reports in addition to CIRA research reports,

Impariant disclosure regarding the relationship between the companies that are the subject of this CIRA research report and Morgan Stanley Smith Bamey LLC and
its affiliates are available at the Morgan Stanley Smith Bamey disclosure website at www. morganstanleysmithbamey.com/ressarchdisclosures.

The required disclosures provided by Morgan Stanley and Citigroup Globa! Markets, Inc. en Morgan Stanley and CIRA research relate in part fo the separate
businesses of Citigroup Global Markets, Inc. and Morgan Staniey that now form Morgan Stanley Smith Barney LLC, rather than to Morgan Stanley Smith Barney LLC
in its entirety. For Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/researchdisclosures and
hitps:/Awww.citigroupgeo.com/geopublic/Disclosuresfindex_a.html,

This CIRA research report has been reviewed and approved on behalf of Morgan Stanley Smith Bamey LLC, This review and approval was conducted by the same
person who reviewed this research report on behalf of CIRA. This could create a conflict of inferest,
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regard to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the client's responsibility to obtain the relevant offer document for
the product and consider it before making a decision as to whether to purchase the product.
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NextEra Energy Inc (NEE)
Alert: Management Meetings Provide More Confident Outlook

We recently met with management of NextEra for a status update. We walked
away more confident in the NextEra investment outlook. Iltems discussed: a)
Florida Commission actions signaling a more constructive tone, b} use of proceeds of a
possible sale of natural gas assets, and c) need for a new gas pipeline to Florida.

The Florida Public Service Commission appears to be acting in a more
constructive manner. Among several recent decision in the last few months, the
Commission Staff has issued: 1) a recommendation supporting a bid rule exemption for
the $1.2B Port Everglades proposal, 2) a Staff recommendation that an audit for
affiliate transactions appears clean, 3) a nuclear cost recovery decision that was
completed in 1.5 days versus an originally scheduled 5 days, and 4) a Gulf Power
interim rate recommendation that so far has been relatively drama-free. While none of
these items is individually material, collectively they appear to signal a Commission
tane more constructive to capital investment. We had been expecting an improvement
from the prior Commission, but these changes confirm concrete changes and signal
Florida should be viewed in a more positive light.

Natural gas asset sale and proceed use is the next major event for the NEE story.
On its 2Q11 call, management indicated the potential sale of five natural gas fired
power plants. Any partial or whole combination of five plants may be considered.
During our meeting, we gained the following takeaways: 1) management is targeting
preserving the current 50/50 debtequity ratio with its proceed use, 2) as always,
management is open to opportunistic asset purchases (we assume renewable or
nuclear assets are preferred), 3) we left the meeting believing the dividend would not
likely be altered, 4) buying back debt and equity are possible uses of proceeds, but we
believe an opportunistic asset purchase is also possible. Timing was not given.

Third gas pipeline to Florida could represent a capital investment opportunity.
With the modernization/construction of the West County 3, Riviera, Cape Canaveral
and upcoming Port Everglades projects, we believe Florida's natural gas fired capacity
likely requires a third natural gas pipeline. Athird line was proposed in 2009 but was
not approved by that state Commission; we believe the new Commission may
represent a new chance to address gas infrastructure shortfalls.

We are more confident in the NEE investment outiook. We rate shares of NEE 2M
due to valuation and concerns over the growth rate of its renewables platform. At the
same time, this meeting reinforced the strengthening of the regulated utility's outlook.
Further meeting details are discussed in this note.

¥ Company Updale

Hold/Medium Risk i
Price (19 Aug 11) US5$54.29
Target price 1S$53.00
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See Appendix A-1 for Analyst Centification, Important Disclosures and non-US research analyst disclosures.

Citi Investment Research & Analysis is a division of Citigroup Global Markets Inc. (the *Firm"), which does and seeks to do business with companies covered in its research
reports. As a result, investors should be aware that the Firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report
as only a single factor in making their investment decision.
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Florida Power & Light's next rate case will likely be filed sometime in early 2012,
Current rates expire at year end 2012, and typically 8-10 months are needed to litigate
a rate case. The utility is required to give 60 days' notice prior to its rate case filing.

2Q11 beat may largely be due to timing, not weather. We commented in our last
NEE note at hitps://www.citigroungeo.com/pdf/SNABS238.pdf that 2Q111 that NEE
appeared to beat consensus due to weather. This is inaccurate; this note corrects that
explanation.

Florida Power & Light has a depreciation and amartization adjustment mechanism that
is used to allay the earnings impact of substantively positive weather effects. The
mechanism is used to “band” the rates of return within the settiement's terms. The
D&A mechanism lasts til March 2013 (every four years), after which another
depreciation study is due. In the most recent settliement the company agreed to use
$776 million of the mechanism by end of 2012, with an excess of $120 million left for
2013. In all likelihood, any rate requests in the next rate case would be offset by the
remaining balance.

When we asked management about the 2Q11 beat (given weather was not the correct
explanation), there did not seem to be any single factor that might explain consensus
estimates versus actual results. Rather, management signaled to us 2Q11 and YTD
results were on track, resulting in no changes to guidance. In our view, the timing of
last year's seasonality and rate adjustments may have led to inaccurate timing of Street
quarterly estimates. Accordingly, the 2Q11 beat does not appear to have had lasting
ramifications for long term earnings power.

Management provided more color for the motivation behind a possible natural
gas asset sale. A possible sale was discussed on the 2Q11 call since management
believed enough industry chatter was circulating around the idea that it was best to
disclose its intentions. Nothing concrete at this juncture has been decided, and any
combination of the five assets may be sold. Notably, the company has seen gas asset
transaction multiples rise relative to its own view of the assets' worth. The assets under
consideration are mostly in the Southeast, we do not believe the New England
merchant portfolio is under heavy consideration for a sale.

On the contracted renewables front, California and Canada continue to be bright
spots. Utilities in the US continue to seek wind contracts ahead of the approaching
2012 deadline for wind production tax credit incentives. The Canadian market
continues to open at an annual rate of roughly 1,000 MW/yr, versus a US market at
roughly 6,000 MW/yr. Ontario's feed in tariff remains attractive. We expectto see a
few Canadian provinces announcing requests for proposals, following recent
announcements in Quebec and New Brunswick. California also continues to be a
bright spot, with a market of about 1,500 MW of wind and solar developments per year.
Falling solar prices continue to drive growth, with NextEra’s management team largely
referring to FirstSolar's disclosures as a gauge of pricing. Also, the CPUC is still in the
process of interpreting/implementing the Legislature's renewables requirements.
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NextEra Energy Inc

Valuation

Our target price is $53/share. We value NextEra Energy, an integrated utility, based on
a sum of the parts approach, using a 14.0x regulated utility EPS multiple and a 8.0x
EBITDA multiple for the wind and the core power business. We also make adjustments
for hedges, value for a future climate change legislation, and value for future solar
projects. Qur target is intended to reflect where the shares shouid trade one year
forward from today.

Risks

We rate NextEra Energy Medium Risk. The financial strength of NexiEra's core utility
business should allow for consistent growth in cash flow and stable earnings. NextEra's
balance sheet should improve over time. Risks we see to the stock achieving our target
price include the following:

Health of Florida Economy; NextEra's electric utility, FP&L, is exposed to the Florida
economy, which may result in a level of electricity sales below our expectations, and
might make it tougher for reguiators to approve future cap-ex programs and rate
increases.

Commodity Prices: NextEra's earnings are subject to market forces of commodity
prices. NextEra's merchant generation portfolio is hedged ~04%/88% in *11 and '12,
respectively, per latest company presentation. The remainder of the power is sald at
current forward prices. Changes in forward prices could positively or negatively impact
our forecasted earnings and cash flow, which could impact the stock price.

Appendix A-1
Analyst Certification

The research analyst(s) primarily responsible for the praparation and content of this research report are named in bold text in the author block at
the front of the product except for those sections where an analyst's name appears in bold alongside content which Is atributable to that analyst.
Each of these analyst{s) certify, with respect to the section(s) of the report for which they are responsible, that the views expressed therein
accurately reflect their personal views about each issuer and security referenced and were prepared In an independent manner, including with
respect to Citigroup Global Markets Inc and its affiliates. No part of the research analyst's compensation was, is, or will be, directly or indirectly,
related to the specific recommendation(s) or view(s} expressed by that research analyst in this report.
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Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the past 12 months from NextEra
Energy Inc.

Citigroup Global Markets Inc. or its affiliates expects to receive o intends to seek, within the next three months, compensation for investment banking
services from NextEra Energy Inc.

Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from NextEra Energy
Inc in the past 12 months.

Citigroup Giobal Markets Inc. currently has, or fvad within the past 12 months, the following as investment banking client(s}. NextEra Energy Inc.

Citigroup Global Markets Inc. currently has, or had within the past 12 manths, the following as clients, and the services provided were non-investment-
banking, securities-retated: NextEra Energy Inc.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-
banking, non-securities-related: NextEra Energy Inc.

Analysts' compensation is determined based upon activities and services infended to benefit the investor clients of Citigroup Global Markets Inc. and its
affiliates {"the Firm"). Like ali Firm employees, analysts receive compensation that is impacted by overall firm profitability which includes investment banking
revenues.

For important disclosures {including copies of historical disclosures) regarding the companies that are the subject of this Citi Investment Research & Analysis
product (“the Product™), please contact Citi Investment Research & Analysis, 388 Greenwich Street, 28th Floor, New York, NY, 10013, Attention:
Legal/Compliance. In addition, the same important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are
contained on the Firm's disclosure website at www.citigroupgeo.com. Valuation and Risk assessments can be found in the text of the most recent research
note/report regarding the subject company. Historical disclosures {for up to the past three years}) will be provided upon request.
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12 Month Rating Relative Rating
Datacurrentasof 30 Jun 2011 . TR Buy Hold  Sell Buy Hold  Sel
Citi Investment Research & Analysis Global Fundamental Coverage 54%  36% 1% 10% 81% 10%

Global Marke ._ 005511




NextEra Energy Inc (NEE)
22 August 2011

% of companies in each rating category that are investment banking clients 45%  41%  42%  50%  42%  44%
Guide to Citi Investment Research & Analysis (CIRA) Fundamental Research Investment Ratings:
CIRA's stock recommendations include a risk rating and an investment rating.
Risk ratings, which take into account both price volatility and fundamental criteria, are: Low (L), Medium {M), High (H), and Speculative (S).
In;estment ratings are a function of CIRA's expectation of total retum (forecast price appreciation and dividend yield within the next 12 months) and risk
rating.
Analysts may place covered stocks “Under Review” in response to exceptional cirgumstances {e.g. lack of information critical to the analyst's thesis)
affecting the company and/or trading in the company’s securities (e.g. trading suspension). Stocks placed “Under Review” will be monitored daily by
management. As soon as practically possible, the analyst will publish a note re-establishing 2 rating and investment thesis.
To satisfy regulatory requirements, we correspond Under Review to Hold in our ratings distribution table for our 12-month fundamental rating system.
However, we reiterate that we do not consider Under Review to be a recommendation.
Relative three-month ratings: CIRA may also assign a three-month relative call (or rating) to a stock to highlight expected out-performance (most
preferred) or under-performance (least preferred) versus the geographic and industry sector over a3 month period. The relative call may highlight a specific
near-term catalyst or event impacting the company or the market that is anticipated to have a short-term price impact on the equity securities of the
company. Absent any specific catalyst the analystis) will indicate the most and feast preferred stocks in the universe of stocks under consideration,
explaining the basis for this short-term view. This three-month view may be different from and does not affect a stock's fundamental equity rating, which
reflects a longer-term total absolute return expectation. For purposes of NASD/NYSE ratings-distribution-disclosure rules, most preferred calls correspond o
a buy recommendation and least preferred calls correspond to a sell recommendation. Any stock not assigned to a most preferred or least preferred call is
considered non-relative-rated (NRR). For purposes of NASD/NYSE ratings-distribution-disclosure rules we correspand NRR to Hold in our ratings
distribution table for our 3-month relative rating system. However, we reiterate that we do not consider NRR to be a recommendation.

For securities in developed markets (US, UK, Europe, Japan, and Australia/New Zealand), investment ratings are:Buy (1) (expected total return of 10% or
more for Low-Risk stocks, 15% or more for Medium-Risk stocks, 20% or more for High-Risk stocks, and 35% or more for Speculative stocks); Hold {2} (0%-
10% for Low-Risk stocks, 0%-15% for Medium-Risk stocks, 0%-20% for High-Risk stocks, and 0%-35% for Speculative stocks); and Sell (3} (negative total
return},

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change
in target price {subject to limited managament discretion). At other times, the expected total returns may fall outside of these ranges because of market price
movements andior other short-term volatility or trading patterns. Such interim deviations from specified ranges will be parmitted but will become subject to
review by Research Management. Your decision {o buy or sell a security should be based upon your personal invesiment objectives and should be made
only afler evaluating the stock's expected performance and risk.

NON-US RESEARCH ANALYST DISCLOSURES

Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global
Markets [nc.) are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member
organization and therefore may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public
appearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below:

Citigroup Global Markets inc oo [rianChin

OTHER DISCLOSURES
The subject company's share price set out on the front page of this Product is quoted as at 19 August 2011 04:00 PM on the issuer's primary market.

Far securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers’ financial instruments and
may act as principat in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been
recommended in the Product The Firm reqularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities
transactions in a manner inconsistent with the Product and, with respect to securities covered by the Praduct, will buy or sell from customers on a principal
basis.

Securities recommended, offered, or sold by the Firm: {i) are not insured by the Federal Deposit Insurance Corporation; (i} are not deposits or cther
obligations of any insured depasitory institution (including Citibank); and (i) are subject to investment risks, including the possible loss of the principal
amount invested. Although information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its
accuracy and it may be incomplete and condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and
completeness of the disclosures made in the Important Disclosures section of the Product. The Firm's research depariment has received assistance from
the subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy
prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has had
discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the
author as of the date of the Product and these, plus any other information contained in the Product, are subject fo change without notice. Prices and
availability of financial instruments also are subject to change without notice. Notwithstanding cther departments within the Firm advising the companies
discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Investment Research & Analysis
{CIRA} does not set a predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of CIRA to provide research
coverage of thethose issuer(s) mentioned therein, including in response o news affecting this issuer, subject to applicable quiet periods and capacity
constraints. The Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision
to purchase securities mentioned in the Product must take into account existing public information on such security or any registered prospectus.

Investing in non-t).$. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the
reporting requirements of the U.S, Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign
companies are generally not subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of
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some foreign companies may be fess liquid and their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate
movements may have an adverse effect on the value of an investment in a foreign stock and its coresponding dividend payment for U.S. investars. Net
dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but investors are urged to consult their tax advisor for
exact dividend computations. Investors who have received the Product from the Firm may be prohibited in certain states or other jurisdictions from
purchasing securities mentioned in the Product from the Firm, Please ask your Financial Consultant for additional details. Citigroup Global Markets Inc.
takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product may be placed
only through Citigroup Global Markets Inc.

Important Disclosures for Morgan Stanley Smith Barmey LLC Customers: Morgan Stanley & Co. Incorporated (Morgan Stanley) research reports may
be available about the companies that are the subject cf this Citi Investment Research & Analysis {CIRA) research report. Ask your Financial Advisor or use
smithbarney.com to view any available Morgan Stanley research reports in addition to CIRA research reports.

Important disclosure regarding the relaticnship between the companies that are the subject of this CIRA research report and Morgan Stanley Smith Barney
LLC and its affiliates are available at the Morgan Stanley Smith Barney disclosure website at www.morganstanleysmithbarney.com/researchdisclosures.
The required disclosures provided by Morgan Stanley and Citigroup Global Markets, [nc. on Morgan Stanley and CIRA research relate in part to the
separate businesses of Citigroup Global Markets, Inc. and Morgan Stanley that now form Morgan Stanley Smith Barney LLC, rather than to Morgan Stanley
Smith Barney LLC in its entirety. For Morgan Stantey and Citigroup Global Markets, Inc. specific disclosures, you may refer to
www.morganstanley.comfresearchdisclosures and https:/fwww.citigroupgeo.com/geopublic/Disclosuresfindex_a.html.

This CIRA research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval was conducted by
the same person who reviewed this research report on behalf of CIRA. This could create a conflict of interest.

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed
by. The Product is made available in Australia through Citigroup Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992}, pariicipant
of the ASX Group and reguiated by the Australian Securities & Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 2000. The Product
is made available in Austrafia to Private Banking wholesale clients through Citigroup Pty Limited (ABN 88 004 325 080 and AFSL 238098). Citigroup Pty
Limited provides all financial product advice to Australian Private Banking wholesale clients through bankers and relationship managers. If there is any
doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the Citigroup Private Bank in Australia. Citigroup
companies may compensate affiliates and their representatives for providing products and services to clients. The Product is made available in 8razil by
Citigroup Global Markets Erasil - CCTVM SA, which is regulated by CYM - Comiss#io de Valores Mobiliérios, BACEN - Brazilian Central Bank, APIMEC -
Associag3o dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associagao Nacional dos Bancos de [nvestimento. Av.
Paulista, 1111 - 11° andar - CEP. 01311920 - S0 Paulo - SP. If the Product is being made availabie in certain provinces of Canada by Citigroup Global
Markets (Canada) Inc. "CGM Canada'}, CGM Canada has approved the Product. Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J
2M3. This product is available in Chile through Banchile Corredores de Bolsa S.A., an indirect subsidiary of Citigroup Inc., which is regulated by the
Superintendencia de Valores y Seguros. Agustinas 975, pisc 2, Santiago, Chile. The Product is made avaiiable in France by Citigroup Global Markels
Limited, whicti is authorised and regulated by Financial Services Autharity. 1-5 Rue Paut Cézanne, 88me, Paris, France. The Product is distributed in
Germany by Citigroup Global Markets Deutschland AG (*CGMD"), which is regulated by Bundesanstalt fuer Finanzdienstlieistungsaufsicht (BaFin). CGMD,
Reutsrweg 16, 60323 Frankfurt am Main. Research which relates to "securities® (as defined in the Securities and Futures Ordinance (Cap. 571 of the Laws
of Hang Kong)) is issued in Hong Kong by, or on behalf of, Citigroup Globat Markets Asia Limited which takes full responsibility for its content. Citigroup
Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures Commigsion. If the Research is made available through Citibank, N.A., Hong
Kong Branch, for its clients in Cili Private Bank, it is made available by Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. Citibank
N.A. is regulated by the Hong Kang Monetary Authority. Please contact your Private Banker in Citibank N.A., Hong Kong, Branch if you have any queries on
or any mafters arising from or in connection with this document. The Produet is made available in India by Citigroup Global Markets India Private Limited,
which is regulated by Securities and Exchange Board of India. Bakhtawar, Nariman Point, Mumbai 400-021. The Product is made available in Indonesia
through PT Citigroup Securities Indonesia. 5/F, Citibank Tower, Bapindo Plaza, Ji. Jend. Sudirman Kav. 54-55, Jakarta 12190. Neither this Product nor any
copy hereof may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in comphiance with
applicable capital market laws and regulations. This Product is not an offer of securities in Indonesia. The securities referred to in this Product have not been
registered with the Capital Market and Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations,
and may not be offered or sold within the temitory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which
constilute an offer within the meaning of the Indenesian capitat market laws and regulations. The Product is made available in Israel through Citibank NA,
regulated by the Bank of Israel and the Israeli Securities Authority. Citibank, N.A, Ptatinum Building, 21 Ha'arba'ah St, Tel Aviv, israel. The Product is made
available in ltaly by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority. Foro Buonaparte 16, Mitan, 20121,
Itaty. The Product is made available in Japan by Citigroup Global Markets Japan Inc. ("CGMJ"), which is regulated by Financial Services Agency, Securities
and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange. Shin-Marunouchi
Building, 1-5-1 Marunouchi, Chiyeda-ku, Tokyo 100-6520 Japan. If the Product was distributed by SMBC Nikko Securities Inc. it is being so distributed under
license. In the event that an error is found in an CGMJ research report, a revised version will be posted on the Firm's Global Equities Oniine (GEO)
website. If you have questions regarding GEQ, please call (81 3) 6270-3019 for help. The Product is made available in Korea by Citigroup Global Markets
Korea Securities Lid., which is reguiated by the Financial Services Commission, the Financial Supervisory Service and the Korea Financial Investment
Association (KOFIA). Citibank Building, 39 Da-dong, Jung-gu, Seoul 110-180, Korea. KOFIA makes available registration information of research analysts
on its website. Please visit the following website if you wish to find KOFIA registration information on research analysts of Citigroup Global Markets Korea
Securities Ltd. http://dis. kofia.or kiffs/dis2/fundMar/DI SFundMarAnalystPop.jsp?companyCd2=A03030&pageDiv=02. The Product is made available in
Malaysia by Citigroup Global Markets Malaysia Sdn Bhd, which is regulated by Malaysia Securiies Commission. Menara Citibank, 165 Jalan Ampang,
Kuala Lumnpur, 50450. The Product is made available in Mexico by Acciones y Valores Banamex, S.A. De C. V., Casa de Bolsa, Integrante del Grupo
Financiero Banamex ("Accival') which is a wholly owned subsidiary of Citigroup Inc. and is regulated by Comision Nacional Bancaria y de Valores. Reforma
398, Col. Juarez, 06600 Mexico, D.F. In New Zealand the Product is made available through Citigroup Global Markets New Zealand Ltd. (Company
Number 604457), a Participant of the New Zealand Exchange Limited and regulated by the New Zealand Securities Commission. Level 18, Mobile on the
Park, 157 Lambton Quay, Wellington. The Product is made available in Pakistan by Citibank N.A. Pakistan branch, which is requlated by the State Bank of
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Pakistan and Securities Exchange Commission, Pakistan. AWT Plaza, 1.1. Chundrigar Road, P.O. Box 4889, Karachi-74200. The Product is made available
in the Philippines through Citicorp Financial Services and Insurance Brokerage Philippines, Inc., which is regulated by the Philippines Securities and
Exchange Commission. 20th Floor Citibank Square Bldg. The Product is made available in Poland by Dom Maklerski Banku Handlowego SA an indirect
subsidiary of Citigroup Inc., which is regulated by Komisja Nadzoru Finansowego. Dom Maklerski Banku Handlowego S.A. ul.Senatorska 16, 00-823
Warszawa. The Product is made available in the Russian Federation through ZAQ Citibank, which is licensed to carry out banking activities in the Russian
Federation in accordance with the general banking license issued by the Central Bank of the Russian Federation and brokerage activities in accordance with
the license issued by the Federal Service for Financial Markets. Neither the Product nor any information contained in the Product shall be considered as
advertising the securities mentioned in this report within the territory of the Russian Federation or outside the Russian Federation. The Product does not
constitute an appraisal within the meaning of the Federal Law of the Russian Federation of 29 July 1998 No. 135-FZ (as amended) On Appraisal Activities in
the Russian Federation. 8-10 Gasheka Street, 125047 Moscow. The Product is made available in Singapore through Citigroup Global Markets Singapore
Pte. Ltd. (“CGMSPL"), a capital markets services license holder, and regulated by Monetary Authority of Singapore. Please contact CGMSPL at 1 Temasek
Avenue, #39-02 Millenia Tower, Singapore (39132, in respect of any matters arising from, or in connection with, the analysis of this document, This report is
intended for recipients who are accredited, expert and institutional investors as defined under the Securities and Futures Act (Cap. 289). The Product is
made available by The Citigroup Private Bank in Singapore through Citibank, N.A,, Singapore Branch, a licensed bank in Singapore that is regulated by
Menetary Authority of Singapore. Please contact your Private Banker in Citibank N.A., Singapore Branch if you have any queries on or any matters arising
from or in connection with this document. This report is intended for recipients who are accredited, expert and institutional investors as defined under the
Securiies and Fulures Act (Cap. 289). This report is distributed in Singapore by Gitibank Singapore Ltd ("CSL") to selected Citigold/Citigold Private Clients.
CSL provides no independent research or analysis of the substance or in preparation of this report. Please contact your Citigald//Citigold Private Client
Relationship Manager in CSL if you have any queries on or any matters arising from or in connection with this report. This report is infended for recipients
who are accredited investors as defined under the Securities and Futures Act (Cap. 289). Citigroup Global Markets (Pty) Ltd. is incorporated in the
Repubiic of South Africa (company registration number 2000/025866/07) and its registered office is at 145 West Street, Sandton, 2196, Saxonwold.
Citigroup Global Markets (Pty) Ltd. is regulated by JSE Securities Exchange South Africa, South African Reserve Bank and the Financial Services Board.
The investments and services contained herein are not available to private cusiomers in South Africa. The Product is made available in Spain by Citigroup
Global Markets Limited, which is authorised and regulated by Financial Services Autharity. 29 Jose Ortega Y Gassef, 4th Floor, Madrid, 28006, Spain. The
Product is made available in the Republic of China through Citigroup Global Markets Taiwan Securities Company Lid. ("CGMTS"), 14 and 15F, No. 1,
Songzhi Road, Taipei 110, Taiwan and/or through Citibank Securities (Taiwan) Company Limited ("CSTL"), 14 and 15F, No. 1, Songzhi Road, Taipet 110,
Taiwan, subject to the respective license scope of each entity and the applicable laws and regulations in the Republic of China. CGMTS and CSTL are both
regulated by the Securities and Fulures Bureau of the Financial Supervisory Commission of Taiwan, the Republic of China. No portion of the Product may be
reproduced or quoted in the Republic of China by the press or any third parties [without the written authorization of CGMTS and CSTL). If the Product covers
securities which are not allowed to be offered or traded in the Republic of China, neither the Product nor any information contained in the Product shall be
considered as advertising the securitias or making recommendation of the securities in the Republic of China. The Praduct is for informational purposes only
and is not intendad as an offer or solicitation for the purchase or sale of a security or financiat products. Any decision to purchase securities or financial
products mentioned in the Product must take into account existing public information on such security or the financial products or any registered prospectus.
The Product is made available in Thailand through Citicorp Securities (Thailand) Ltd., which is regufated by the Securities and Exchange Commission of
Thailand. 18/F, 22/F and 29/F, 82 North Sathom Road, Silom, Bangrak, Bangkok 10500, Thailand. The Product is made available in Turkey through
Citibank AS which is regulated by Capital Markets Board. Tekfen Tower, Eski Buyukdere Caddesi # 209 Kat 2B, 23294 Levent, Istanbul, Turkey. In the
U.AE, these materials (the "Materials”) are communicated by Ciligroup Global Markets Limited, DIFC branch ("CGML"), an entity registered in the Dubai
International Financial Center ("DIFC") and licensed and regulated by the Dubai Financial Services Authority ("DFSA”) to Professional Clients and Market
Counterparties only and should not be relied upon or distributed to Retail Clients. A distribution of the different CIRA ratings distribution, in percentage terms
for Investments in each sector covered is made available on request. Financial products andior services to which the Materials relate will only be made
available to Professional Clients and Market Countesparties. The Product is made avaitable in United Kingdem by Citigroup Global Markets Limited, which
is authorised and regutated by Financial Services Authority. This material may relate to investments or services of a person outside of the UK or to ather
matters which are not regulated by the FSA and further details as to where this may be the case are available upon request in respect of this material.
Citigroup Centre, Canada Square, Canary Wharf, London, E14 5L8. The Product is made available in United States by Citigroup Global Markets inc, which
is 8 member of FINRA and registered with the US Securities and Exchange Commission. 388 Greenwich Street, New York, NY 10013,  Unless specified to
the contrary, within EU Member States, the Product is made available by Citigroup Global Markets Limiled, which is segulated by Financial Services
Authority.
Pursuant to Comissao de Valores Mobifidrios Rule 483, Citi is required to disclose whether a Citi related company or business has a commercial refationship
with the subject company. Considering that Citi operales multiple businesses in more than 100 countries around the world, it is likely that Citi has a
commercial relationship with the subject company.
Many European regulators require that a firm must establish, implement and make avaitable a policy for managing conflicts of interest arising as a result of
publication or distribution of investment research. The policy applicable to CIRA's Products can be found at www.citigroupgea.com.
Compensation of equity research analysts is determined by equity research management and Citigroup's senior management and is not linked to specific
transactions or recommendations.
The Product may have been distributed simultaneousty, in multiple formats, to the Firm's worldwide institutional and retait customers. The Product is not fo
be construed as providing investment services in any jurisdiction where the provision of such services would nat be permitted.
Subject to the nature and contents of the Praduct, the investments described therein are subject to fluctuations in price and/or value and investors may get
back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value that could equal or exceed the amount
invested. Certain investments contained in the Product may have tax implications for private customers whereby levels and basis of taxation may be subject
to change. If in doubt, investars should seek advice from a tax adviser. The Product does not purport ta identify the nature of the specific market or other
risks associated with a particular transaction. Advice in the Product is general and should not be construed as personal advice given it has been prepared
without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice,
consider the appropriateness of the advice, having regard fo their objectives, financial situation and needs. Prior to acquiring any financial product, itis the

. client's responsibility to obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the product
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CIRA concurrently disseminates its research via proprietary and non-proprietary electronic distribution platforms. Periodically, individual analysts may also
apt to circulate research to one or more clients by email. Such email distribution is discretionary and is done only after the research has been disseminated
via the aforementioned distribution channels.

The level and types of services provided by CIRA analysts to clients may vary depending on varicus factors such as the client's individual preferences as to
the frequency and manner of receiving communications from analysts, the client's risk profile and investment focus and perspective (e.g. market-wide, sector
specific, long term, short-term etc.}, the size and scope of the overall client relationship with Citi and legal and regulatory constraints.

© 2011 Citigroup Global Markets Inc. Citi Investment Research & Analysis is a division of Citigroup Global Markets Inc. Citi and Citi with Arc Design are
trademarks and service marks of Citigroup Inc. and its affiliates and are used and registered throughout the world. All rights reserved. Any unauthorized use,
duplication, redistribution or disclosure of this report (the “Product”), including, but not limited to, redistribution of the Product by electronic mail, posting of
the Product on a website or page, and/or providing to a third party a link to the Product, is prohibited by law and will result in prosecution. The information
contained in the Product is intended solely for the recipient and may not be further distributed by the recipient to any third party. Where included in this
report, MSCI sourced information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI}. Without prior written permission of MSCI, this
information and any other MSCI intellectual property may not be reproduced, redisseminated or used to create any financial products, including any indices.
This information is provided on an "as is” basis. The user assumes the entire risk of any use made of this information, MSCI, its affiliates and any third party
invalved in, or related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness,
merchantability or fitness for a particular purpose with respect to any of this information. Without limiting any of the foregeing, in no event shall MSCI, any of
its affifiates or any third party involved i, or related to, computing or compiling the information have any liability for any damages of any kind. MSCI, Morgan
Stanley Capital International and the MSCI indexes are services marks of MSCI and its affiliates. The Firm accepts no liability whatsoever for the actions of
third parties. The Product may provide the addresses of, or contain hyperlinks to, websites. Except 1o the extent to which the Product refers to website
material of the Firm, the Firm has not reviewed the linked site, Equally, except to the extent to which the Product refers to website material of the Firm, the
Firm takes no responsibility for, and makes no representations or warranties whatsoever as to, the data and information contained therain. Such address or
hyperlink {including addresses or hyperlinks to website material of the Firm) is provided solely for your convenience and information and the content of the
finked site does not in anyway form part of this document. Accessing such website or following such link through the Product or the website of the Firm shall
be at your own risk and the Firm shall have no liability arising out of, or in connection with, any such referenced website.

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
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Florida Power & Light Company

Docket No. 120015-El

Staff's Ninth Request for Production of Documents
Request No. 58

Page 1 of 1

Q.

With respect to page 6, lines 19 — 21 of witness Dewhurst’s direct testimony, please provide any
documentation from independent, third party sources that support the views expressed in the
above referenced testimony.

A.

Mr. Dewhurst's testimony is based primarily on conversations with rating agencies, debt and
equity investors and securities analysts. These conversations allow Mr. Dewhurst to understand
both equity and debt investor and credit rating perceptions and concerns, The documents
provided represent credit rating agency and securities analyst reports that express or reflect some
of those views.
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Mooby’s

INVESTORS SERVICE

Credit Opinion: Florida Power & Light Company

Giobal Credit Research - 12 Apr 2010

Juno Beach, Florida, United States

Ratings -~ o000t o

Category Moody's Rating
Outfook Stable
lssuer Rating A2
First Mortgage Bonds Aa3
Senior Secured Shelf (P)Aa3
Senior Unsecured Shelf (P)A2
Subordinate Shelf (P)A3
Preferred Shelf (P)Baat
Commercial Paper P-1
Parent: FPL Group, Inc.

Outlook Stable
Issuer Rating Baa1
Senior Unsecured Shelf (P)Baal
Subordinate Shelf (P)Baa2
Preferred Shelf (P)Baa3
c . l | . e ______________________
Analyst Phone
Michael G. Haggarty/New York 212.553.7172
William L. Hess/New York 212.553.3837

Kﬁy".hdicafm_f::[::':_:“i11:'." T
[1]JFlorida Power & Light Company
2009 2008 2007 2006
{CFO Pre-W/C + Interest) / Interest Expense 10.5x 6.6x 83x 9.
{CFO Pre-W/C) / Debt 45% 20% 36% AT%
(CFO Pre-W/C - Dividends) / Debt 8% 2% 18% 4T%
Debt / Book Capitalization 36% 36% 38% 32%
{1] All ratios calculated in accordance with the Regulated Electric and Gas Utilities using Moody’s standard
adjustments.
Note: For definitions of Moody's most common ratio terms please see the accompanying User's Guide.
Opinlon - 5ol hEe om0 i B
Rating Drivers
Recent decline in the utility's political and regulatory environment
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Historically strong financial performance and cash flow coverage ratios
Weak sales volumes and difficult economic conditions in service territory
Uncertain capital expenditure requirements over the next several years

Corporate Profile

Headquartered in Juno Beach, Florida, Florida Power and Light Company (FP&L, A2 Issuer Rating, stable outlook) is
a vertically integrated regulated utility with a service territory that includes most of the Florida coastal communities. It
is a subsidiary of FPL Group, Inc. {Baa1 Issuer Rating, stable outlook), one of the largest providers of electricity-
related services in North America with annual revenues of approximately $16 billion. FPL Group recently announced
that it will change its name to NextEra Energy, Inc. (NextEra Energy). FPL Group Is also the parent and guarantor of
FPL Group Capital Inc (Baa1 senior unsecured, stable outlook), the entity that finances most of it's unregulated
operations, primarily independent power projects through its wholly owned subsidiary, NextEra Energy Resources
{unrated).

Recent Events

On January 13, 2010, the Florida Public Service Commission {(FPSC) granted FP&L. a $75 million increase in base
rates effective March 1, 2010 and a regulatory return on equity of 10% with a range of plus or minus 1%. This
compared to FP&L's request for a $1 billion base rate increase in 2010 and a $250 million increase in 2011.

SUMMARY RATING RATIONALE

FP&L's A2 Issuer Rating reflects the utility's strong financial performance and cash flow coverage ratios, a recent
decline in the political and regulatory environment for the utility in Florida, good cost recovery mechanisms in place,
and a large, mainly residential service territory. This service territory has been under significant economic pressure
over the last few years, with the company experiencing customer losses in some recent quarters after years of strong
growth. The company's capital expenditure program is large but entails substantial uncertainty as it recently
suspended work on several major construction projects following the January 2010 rate case decision.

DETAILED RATING CONSIDERATIONS
The key rating drivers for FP&L are:
- Recent decline in the utility’s political and regulatory environment

Although the state of Florida has historically been an above average regulatory environment for investor owned
utilities, the company's highly politicized rate proceedings in 2009 and early 2010 has resulted in a decline in this
environment. After requesting a $1 billion base rate increase and a 12.5% return on equity to begin in 2010, the
company was ultimately granted a $75 million rate increase and a 10% return on equity. The rate case was plagued
by controversy and political intervention, with the Governor vocally opposing the utility's rate request and interfering
with the independence of the regulatory process. The FPSC, with two new commissioners, over-ruled its staff
recommendations in several respects, including return on equity and storm fund accruals. Because of these
developments, Moody's now views FP&L's regulatory framework as substantially less supportive of credit quality than
it had been previously and now more characteristic of an average regulatory environment. As a result, in Moody's
Rating Methodology for Regulated Electric and Gas Utilities, this has resulted in a lowering of FP&L's score on Factor
1 in our rating grid, Regulatory Framework, to the "Baa" category from the "A” category.

Despite the adverse rate case decision, Moody's notes that the 10% ROE is consistent with those granted to some
utilities in other parts of the country while the 59.1% equity ratio remains among the highest. Several of the Florida
commissioners made comments on their willingness to grant the company more meaningful rate relief once the
Florida economy improves. Moreover, FP&L continues to benefit from strong and timely cost recovery provisions in
place in the state, including fuel, purchased power, conservation, environmental, and for both pre-construction costs
and carrying charges on new nuclear and solar generating facilities in the state. As a result, we continue to view the
company's ability to recover its costs and earn returns (Factor 2 in our Rating Methodology) as above average.

- Historically strong financial performance and cash flow ratios could decline modestly following recent rate case
decision

FP&L has historically maintained among the strongest financial performance measures and cash fiow coverage
ratios in the industry, These ratios include CFO pre-working capital interest coverage in the 7.0x to 8.0x range and
CFO pre-working capital to debt range in the 30% to 35% range, after adjusting for the volatility caused mostly by fuel
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recoveries. FY 2009 interest and debt coverage ratios of 10.5x and 45%, for example, were overstated partly as a
result of fuel overrecoveries during the year that were refunded to customers in January 2010. Although these
coverages could decline as a result of the recent rate case decision, which required the company to reduce
depreciation expense over the next four years as a result of a depreciation reserve surplus, Moody's expects any
decline to be modest. Coverage metrics should continue to be supported by the high percentage of FP&L's revenues
that are recovered through cost recovery clauses, the capital expenditure cutbacks that have been announced, and
the still adequate 10% retum on equity that includes a range of plus or minus 1%. As a result, Moody's anticipates that
FP&L's credit metrics will remain strong for its current A2 rating.

- Weak sales volumes and continued difficult economic conditions in service territory, especially related to the Florida
housing market

After years of consistently high growth rates averaging over 2% annually, FP&L's service territory has experienced a
significant economic slowdown since 2007, resulting in much lower customer growth rates and lower usage per retail
customer. The company's retail customer growth was only .3% in 2008 with the situation worsening in 2009 as it
experienced a decline of retail customers of .2%. Moody's does not expect growth to increase significantly in 2010
and it may remain below historical levels for several years. The challenging Florida economy was a contributing factor
to the company's rate case decision in January, with the FPSC exhibiting sensitivity to economic conditions in the
state during the rate hearings and throughout the rate proceedings. Unless the Florida economy improves, Moody's
believes it will likely continue to remain an issue in the company's future rate proceedings.

- Uncertain, but potentially significant, capital expenditure requirements over the next several years

FP&L had been planning a sizeable capital expenditure program that included new generation plants necessary to
meet baseload needs, transmission and distribution improvements as part of its Storm Secure program, and
renewable energy initiatives to meet expected renewable portfolio standards in Florida. However, following the rate
case decision in January, the company has suspended construction on several of these projects, representing
approximately $10 billion of investments over the next five years. The suspended projects include two new nuclear
units at its Turkey Point site, modernization of its Rivera Beach and Cape Canaveral plants, and several other
projects. The company also suspended activities on a new natural gas pipeline that the FPSC had declined in an
earlier decision. FP&L has indicated that it may continue these projects, depending on regulatory trends and after
consideration of factors that may have changed since the original investment decisions were made, including demand
growth estimates, fuel cost forecasts, demand side management incentives, and environmental incentives. As a
result of these decisions, capital expenditures as projected in FP&L's 10-X filing are expected to remain high at
approximately $2.4 billion in both 2010 and 2011, before declining steadily to $1.6 billion in 2012, $1.3 billion in 2013,
and $1.1 billion in 2014..

Liquidity Profile

FP&L maintains a solid liquidity profile and strong access to the commercial paper markets with a large, mostly
unused $2.5 billion bank credit facility that expires in 2013 (except for $17 million expiring in 2012). The company had
$83 million of cash on hand as of December 31, 2009, down from $120 miliion at December 31, 2008. Commercial
paper outstanding at December 31, 2009 totaled $818 million. The company has maintained strong access to the
capital markets despite unsettled credit market conditions over the last two years. Historically, seasonal cash
requirements and shart-term horrowings generally reach peak levels during the fourth quarter.

FP&L's cash flow has been strong but variable in recent years due to large regulatory deferrals in some years caused
by storm damages and high fuel costs. Capital expenditures of $2.4 billion in both 2010 and 2011 will continue to
require some external debt financing. FP&L has a manageable $42 million of long-term debt coming due within the
next twelve months. The company has no material adverse change clause in its bank credit agreement and is in
compliance with the 65% debt to capitalization financial covenant contained in its bank agreements as of December
31, 2009, the calculation of which it does not make public.

Rating Outlook

The stable rating outlook reflects Moody's expectation that FP&L's financial performance and coverage metrics will
remain strong for its rating despite the lower than expected rate decision in January. The outlock also considers the
suspension of several major capital expenditure projects at the utility and Moody's view that FP&L's regulatory
environment could improve if and when the Florida economy begins to recover.

What Could Change the Rating - Up

An upgrade could be considered if there is a significant improvement in economic conditions in FP&L's service
territory, including a return to formerly high population growth rates, and an improvement in the regutatory environment
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for the company, particularly with regard to its next rate case. Upward movement of FP&L's ratings is constrained by
the utility's Yimited geographic diversity, ongoing exposure to event risk caused by storms in its service territory, and an
uncertain but potentially substantial capital expenditure program, including possible new nuclear construction.

What Could Change the Rating - Down

Further political interference in the Florida utility regulatory process, additional adverse rate case outcomes, a
sustained decline in cash flow coverage metrics, including CFO pre-working capital interest coverage below 5.0 times
and CFO pre-working capital to debt below 25%; an increase in debt to capital above the 40% range; unanticipated or
higher than expected capital expenditure requirements,

RatingFactors .' JE O N

Florida Power & Light Company

Factor 1: Regulatory Framework (25%) X
|Factor 2: Ability to Recover Costs and Earn Returns X
(25%)
Factor 3: Diversification {10%)
a) Market Position (10%) X
b) Generation and Fuel Diversity (0%) X
Factor 4: Financial Strength, Liquidity and Key Financial
Metrics (40%)
a) Liquidity (10%) X
b} CFO pre-WC + Interest / Ineterest (7.5%) (3yr Avg) ‘ X
c) CFO pre-WC / Debt (7.5%) (3yr Avg) X
d) CFO pre-WC - Dividends / Debt (7.5%) (3yr Avg) X
e) Debt / Capitalization or Debt / RAV (7.5%) (3yr X
Avg)
Rating:
a) Methodology Implied Senior Unsecured Rating A2
b) Actual Senior Unsecured Rating A2

Mooby’s
INVESTORS SERVICE

© Copyright 2010, Moody's Investors Service, Inc. andfor its licensors including Moody's Assurance Company, Inc.
(together, "MOODY'S"). All rights reserved.

CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S {"MIS") CURRENT OPINIONS OF THE
RELAINVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS
CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS
IN THE EVENT OF DEFALLT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT
NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY, CREDIT RATINGS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS
WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY
AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR
SALE.
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ALL INFORMATION CONTAINED HEREN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR QTHERWISE REFPRODUCED,
REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTREBUTED OR RESQLD,
OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPQOSE, IN WHOLE OR IN PART, INANY FORM OR
MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MCODY'S PRIOR WRITTEN
CONSENT. All infermation contained herein is obtained by MOODY'S from sources believed by it 1o be accurate and
reliable. Because of the possibility of human or mechanical error 2s well as other factors. however, ail information
contained herein is provided "AS 18" without warranty of any kind. Under no circumstances shall MGODY'S have any
liability to any person or entity for (a) any loss or damags in whole or in part caused by, resulting from, or refating to,
any atror {negligent or ctherwise) or other circumstance or contingency within or outside the conirol of MOODY'S or
any of its directors, officers, employees or agents in connection with the procurement, collection, compiiation,
analysis, interpretation, communication, publication or delivery of any such information, or {b) any direct, indirect,
special, consequential, compensatary or incidental damages whatsoever (including withowt imitation, lost profits ).
even if MOODY'S is advised in advance of the possibility of such damages, resuiting from the use of or inability to
use, any such information. The ratings, financial reporting analysis, projections. and other observations, if any,
constituting part of the information contained herein are, and must be construed solely as, statements of opinion and
not statements of fact or recommendations to purchase, sell or hold ary securities. Each user of the information
contained herein must make its own study and evaluation of each security it may consider purchasing, holding or
selling, NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS,
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER
OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER WHATSOEVER.

MIS, a wholly-owned credit rating agency subsidiary of MOODY'S Corporation ("MCO?), hereby discloses that most
issuers of debt securities (inciuding corporate and municipal bonds, debentures, notes and commaercial paper) and
preferred stock rated by MIS have, priar to assignment of any rating, agresd to pay to MIS for appraisal and rating
services rendered by it fees ranging from $1,500 to approximately $2,500.000. MCO and MS also mainlain policies
and procedures to address the independence of MIS's ratings and rating processes. Information regarding certain
affiiiations that may exist between directors of MCO and rated erdities, and between entities whao hald ratings from MIS
and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posied annually at
www.moodys.com under the heading "Shareholder Relations ~ Corporate Governiance - Direclor and Shareholder
Affiliation Policy.”

Any publication into Australia of this Document is by MOODY'S afffiate MOODY'S Investors Service Pty Limited ABN
61 003 399 657, which holds Austraiian Financial Services License no. 336969, This document is infended to be
provided anly to wholesale clients (within the meaning of section 761G of the Corporations Act 2001). By continuing to
access this Document from within Australia, you represent to MOODY'S and its affilates thal you are, or are
accessing the Document as a represeniative of, a wholesale client and that neither you nar the entity you represent
will directly or indirectly disseminate this Document or its contents to retail clients {within the meaning of section 761G
of the Carporations Act 2001).
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Research Update:

FPL Group Inc. Downgraded To "A-' From 'A’,
Off CreditWatch; Outlook Stable

Overview

¢ We downgraded and removed from CreditWatch negative FPL Group Inc. (FPL)
and subsidiaries to 'A-' from 'A' based on greater regulatory risk at
utility subsidiary Florida Power & Light (FP&L) and growing investments
in unregulated assets under subsidiary FPL Group Capital. The cutlock is
stable.

s The deteriorated business risk profile iz now 'strong' instead of
Texcellent .

* We affirmed the 'A' ratings on Florida Power & Light's firet mortgage
bonds .

s The financial risk profile remains 'intermediate’ and should remain
robust enocugh to support the new ratings if the company remains
diseciplined in its pursuit of growth at merchant energy producer and
marketer NextEra Energy Resources.

Rating Action

On March 11, 2010, Standard & Poor’'s Ratings Services lowered its corporate
credit rating on FPL and subsidiaries to ‘A-’ from 'A'. At the same time, we
removed the ratings from CreditWatch with negative implications where they
were placed on Jan. 14, 201¢ following an adverse rate case ruling for FPalL.
We affirmed '2A' secured debt rating on FP&L, and revised the recovery rating
on this debt teo 'l+' from '1' based on an uypdated recovery analysis. Juno
Beach, Pla.-based FPL has about $19 billion of debt outstanding.

Rationale

FPL's credit Fundamentals on its regulated utility side have been among the
strongest in the U.§., due primarily to low regulatory risk and an attractive
service territory with healthy economic growth and a scund business
environment. Both of those pillars have been weakerned in the past year as
Fiorida, and FP&L's service territory in particular, have suffered during the
receasion, and regulators have responded with decisions that reflect more
intense political influence over the regulatory environment. Maintaining
financial strength despite regulatory setbacks and a slowly improving economy
in Florida will be challenging. In addition, the balance between regulated
utility operations and unregulated businesses is projected to trend in favor
of the riskier merchant generation, marketing, and trading activities as lower
returna and higher regulatory risk in Florida lead to changes in capital
allocation decisions. This will erode FPL's business risk profile, which we
now deem to be 'strong’ instead of ‘excellent'.

Standard & Poor’s | RatingsDirect on the Global Credit Portal | March 11, 2010 2
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Research Update: FPL Group Inc. Downgraded To 'A-' From ‘A", Off CreditWatch; Qutlook Stable

The ratings on FPL refiect the strength of the regulated cash flows from
integrated electric utility FP&L, and the diverse and substantial cash
generation capabilities of its unregulated operations at subsidiary NextEra.
FP&lL is expected to contribute less than half of the consolidated credit
profile and has better business fundamentals than most of its integrated
electric peers, with a slightly better-than-average service territory, sound
operations, and a credit-supportive regulatory environment. The company's
willingness to expand through acquisitions, fluctuating cash flows from
NextEra's rapidly-expanding portfelic of merchant generation assets and
growing marketing and trading activities, and the utility's significant
exposure to natural gas detract from credit guality. Standard & Poor's
characterizes FPL'y business profile ag 'atrong’ and its financial profile as

"intermediate!. {(Our methodology applies the terms ‘excellent,’ 'strong,'
‘satisfactory,' 'fair,’ 'weak,' and 'vulnerable' to characterize business
risk, and '‘minimal,' 'modest,' 'intermediate,' ‘significant,’' 'aggreasive,'

and 'highly leveraged' to characterize financial profiles.}

Business risk is anchored by the company's core electric utility
operations in Florida, which exhibit strength in almost every area of
analysis: the service territory has fared better than most of the rest of the
country, although it is lagging in this recessionary environment, the customer
mix is mostly residential and commercial, costs and rates are low, and
reliability and customer satisfaction are high. While not immune to overall
economic trends, we expect Florida to remain attractive to people and jobs
over the long term. A large and growing reliance on natural gas to fuel
utility generation could, over time, turn from an advantage (because of its
favorable environmental status) to a weakness if gas prices continue to
significantly fluctuate and rise over time. Regulatory risk, the most
important risk a utility faces, has been well managed at FP&L but has risen of
late as regulators have reacted to weak economic conditions and keener
attention in the political arena with a series of decisions for FP&L that fall
short of the very sound record of past support for credit guality.

NextEra, the main subsidiary under unregulated Group Capital, engages in
electric generation, marketing, and trading throughout the U.S5. NextEra's
focus is on geographic and fuel diversity and on developing environmentally
advantageous facilities that could benefit from climate change political
trends. The merchant generatcr's capacity of mozre tlan 18,000 MW consists of
more than 40% wind turbines, a little over one-third natural gas-fired
stationg, and the rest mainly nuclear facilities. Three-guarters of the wind
projects, one-third of the natural gas capacity, and three of the four nuclear
units operate under largely fixed-price, long-term contracts. The rest of the '
portfolio, including one nuclear plant, is merchant capacity that is exposed
to market prices for its output. While a policy of actively hedging the
commodity price risk of plant inputs and outputs helps to dampen the risks
asgociated with energy merchant activities, there is an inherent risk lewvel at
NextEra that cannot be avoided. Such risk permanently hinders credit quality,
especially in light of the growing influence of marketing and high-risk
proprietary trading results in Nextf®ra's earnings and cagh flows.

We believe the governance and financial policies used to manage risk are
adequate. FPL's financial profile is characterized by very healthy credit
metrics, ample liguidity, and a management attitude toward credit guality that

www . standardandpoors.com/ratingsdirect 3
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Research Update: FPL Group Inc. Downgraded To 'A-' From ‘A, Off CreditWarch; Outlook Stable

supporte ratings. Importantly, sophisticated, but complex, fipancial
structures smployed at the project level substantiate significant off-credit
treatment of largely non-recourse debt at NextEra. Any indication that FPL
management would use its own financial resources to aid a troubled project in
support of strategic objectives could lead Standard & Foor's to reevaluate the
adjustments made to FPL's reported debt. Large adjustments are alsgo fagtored
into the credit analysis regarding hybrid debt instruments and power purchase
agreements at FP&L. Adjusted credit metrics in current economic and market
conditions support the 'intermediate' financial profile. The metrics are
expected to remain gteady, including funds from operationg (FFO) to debt of
around 25% and debt-to-capitalization below 50%.

Short-term credit factors

The short-term rating on FPL is 'A-2'. FPL's available cash flow is not
sufficient to fund its large capital expenditure plans and dividends and is
expected to remain that way for the foreseeable future. FPL has awmple
liquidity with $6.4 billion of revolving bank facilities maturing mainly in
2013, and a $250 million revolving term loan maturing in 2011. Almost $4.4
billion of ligquidity was available as of Dee. 31, 2009, including $238 million
of cash and equivalents on the balance sheet. The facilities support
commercial paper programs at FPEL and Capital and letters of credit. By
analyzing a stress scenario to assess FPL's liquidity adeguacy to cover
exposure to adverse market and credit events, Standard & Poor's expects that
the company has sufficlent liquidity under those conditiona. The company's
maturity schedule subsides over time, with maturities peaking at over §2
billicn during 2011.

Qutlook

The outlook on FPL and subszidiaries ig stable and reflects a business profile
that is increasingly dominated by higher-risk merchant energy activities and a
utility that still presents an above-average credit profile compared to ity
U.S. peers. We would consider a negative outlook if some combination of
worsening regulatory risk at FP&L, deteriorating operational efficiency at
NextEra, investment decisicns that favor NMextBEra over FP&L Lo an even greater
degree, or poor financial performance because of the Florida economy,
unfavorable energy markets, or risk management missteps indicate that the
credit profile is likely to decline. We could congider a positive outlook if a
dramatic shift in the Florida economic, political, and regulatory environment
appears to be sustainable over a long time horizon and affirmative steps are
taken to reduce risk at NextEra.

Related Research

Criteria Methodology: Business Risk/Financial Risk Matrix Expanded,
RatingsDirect May 27, 2009
Assessging U.S. Utility Regulatory Environments, RatingsDirect, Nov. 7, 2008.
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Research Update: FPL Group Inc. Downgraded To ‘A~ From 'A', Off CreditWaich; Outlook Stable

Ratings List
Downgraded; CreditWatch/Outlock Action

To From

FPL Group Inc.

Corporate Credit Rating A-/Stable/~- L/Watch Neg/--
FPL Group Capital Inc.
Florida Power & Light Co.

Corporate Credit Rating A-/Stable/A-2 A/Watch Neg/A-1
FPL Fuels Inc.

Commergial Paper A-2 A-1/Watch Neg
FPL Group Capital Inc.

Senior Unsecured BBB+ A-/Watch Neg
Junior Subordinated BBB BBB+/Watch Neg
Commercial Paper A-2 A-1/Watch Neg
FPL Group Capital Trust I

Preferred Stock BERB BEB+/Watch Neg
Florida Power & Light Co.

Preferred Stock BBEB BRB+/Watch Ney
Commercial Paper A-2 A-1/Watch Neg

Ratings Affirmed; CreditWatch/Outlook Action

To From
Florida Power & Light Co.
Senior Secured A A/Watch Neg
Recovery Rating 1+ 1

Complete ratings information ig available to RatingsDirect on the Global
Credit Portal subscribers at www.globalcreditportal.com and RatingsDirect
gubscribers at www.ratingsdirect.com. All ratings affected by this rating
action c¢an be found on Standard & Poor's public Webk site at

www , standardandpoors.com. Use the Ratings search box lecated in the left
column.
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Copyright { ¢ } 2010 by Standard & Paor’s Financial Services LLC [S&P), a subsidiary of The McGraw-Hill Companies, nc. All rights reserved.

No contant {including ratings, cradit-raiated analyses and data, model, softwara or other apphication or cutput therefram} or any part thereof {Content) may ba modified,
reversa enginesred, reproduced or distributed in any farm by any means, or stored in & database or retriaval system, without the prior written permission of S&P. The Contant
shall not be used for any unlawful or unauthorized purposes. S&P, its affilietes, and any third-party providers, as well as their dizattors, officers, shareholders, empleyaes o
agents {eollectively S&P Partias) do not guarente tha eccuracy, tompleteness, timeliness or avaiiability of the Cantant. S&P Parties are not responsibla for any errors or
omissions, regardless of the causa, for the results abiainad from the yse of the Content, or far the security or rmaimenance af ary data input by the usar. The Contentis
provided on an "as 5 basis. S&P PARTIES DISCLAIM ANY AND ALE EXPRESS OR iMPLIED WARRANTIES, INGLUGING, BUT NOT LIMITED TO, ANY-WARRANTIES OF
MERCHANTABILITY OR FTNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING
WILL B UNENTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWASE CONFIGURATION. In no event sl SRP Parties be liable to any
party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or cansequantial damages, costs, expenses, lagal fees, or logses fincluding, without
[imitation, lost income or gst profits and opportunity costs} in connaction with any use of the Content gven if advised of the possibiifity of such dsmages.

Credit-related analysas, inciuding ratings, and statements in the Content are statements of apifiion as of the date they are expressed and not statemants of faclar
recommendations to purchase, hold, or sefl any sacurities of to make any invastment decisions. S&F assumes no ohligation ta update the Content following publication in eny
form or format. The Content should not be relied on and is not a substitute for the skill, judgment and axperiance of the user, its menagament, empicyees, advisars snd/or
clignts when mzking investment and other business decisions. S&P's opinians and analyses do not address the su itability of any.security. S&P does not act ag & fiductary or
art investmant advisor, While S&P has oblained information from sources it befieves 1o be reliable, S&P does not parform an sudit and undertakas ne duty of due difigence or
independent verification of any informiation it receives.

S&P keeps certain activities of its business units separate from sach othet in orter to praserve the indapendence and obijectivity of their respective activities. As a rasult,
cortain busingss unita of SBP may have information that is not available tw other S&P business units. S&P has estabiished pelicies and procedures ta maintain the
confidentiality of certain nen-public iformation received in connection with each gnalytical process.

$&P may receive compensation for its ratings and tentain credit-related analysss, normally from issuers or underwriters of securities or from ebligors, S&P seserves the right
10 disseminate its opinions and analyses. S&P's public ralings and analyses are made available on its Web sites, www standardandpoors.com {free of charge), ang
www.ratingstiract.com and www.globalcraditportel com (subscription), end may be distributed through gther means, including via S&P publications and thivd-party
redistributors. Additional infarnation sbout our ratings fees is availabie at www standerdandpoors com/usratingsfees.
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FitchRatings

KKDW YOUR RISK

FITCH DOWNGRADES FPL GROUP INC. AND FPL GROUP
CAPITAL TO 'A-'; AFFIRMS FLORIDA POWER & LIGHT

Fitch Ratings-New York-30 April 2010: Fitch Ratings has downgraded the Issuer Default Ratings
(IDR) of FPL Group Inc. (FPL Group) and FPL Group Capital (Group Capital) by one notch to 'A-'
from 'A’. At the same time, Fitch has affirmed the 'A' IDR of Florida Power & Light (FP&L). Fitch
has removed all three credits from Rating Watch Negative and assigned a Negative Rating Outlook.
Approximately $14 billion of debt is affected by today's rating actions. All of the rating actions are
listed at the end of this release.

Group Capital's ratings and Outlook are identical with those of its parent FPL Group, reflecting the
unconditional and irrevocable guarantce by the parent of the debt obligations of Group Capital.
Aside from those guarantees, FPL Group has no debt.

Fitch's one-notch downgrades of the ratings of FPL Group Inc. recognize the company's large
investments over the past five years in competitive power generation and energy marketing and the
reduced relative contributions of FP&L to the group's business mix. A recent trigger for this rating
action was the adverse March 2010 order in FP&L's electric base rate case and the contentious
political and regulatory environment affecting utilities in Florida.

The Negative Rating Outlooks for FPL. Group and Group Capital reflect uncertainty about ongoing
political developments affecting the Florida Public Service Commission {FPSC) as well as the
concern that reduced growth opportunities may result in pursuit of more aggressive non-utility
project development or major acquisitions. FPL Group continues to have a sound cash flow and
strong liquidity, consistent with Fiich's 'A-' rating, but the group's reliance on cash flow derived
from tax incentives makes a strong income contribution from FP&L all the more important to FPL
Group's consolidated cash flow. Weak wholesale power and capacity prices and increased
competition in the renewable energy field are also concerns. With regard to FPL Group Inc. and
FPL Group Capital, Fitch's ratings consider the following factors which partially or fully offset
credit measures that are not as robust as 'A-' peers: (1) NextEra Energy Resources' assets are
concentrated in non-carbon emitting resources, and any future controls on carbon emissions or
renewable portfolio standards may enhance and will not reduce cash flows; (2) NextEra hedges
forward its power output with a balanced mix of physical contracts and derivatives; and (3)
approximately $4.3 billion of project finance debt included in the group's consolidated debt have no
recourse or only limited recourse to corporate support (typically a limited undertaking to monetize
tax benefits such as production tax credits relating to a project.)

The affirmation of FP&L's ratings reflects the size, quality, and diversity of the FP&L utility
business and operations, its low debt leverage, and robust liquidity. Reflecting an adverse base rate
order in March 2010, Fitch's base and stress case forecasts for the utility indicate that FP&L cash
flow credit ratios will decline materially in 2010-2011 but nonetheless should continue to meet
Fitch's benchmarks for the 'A' IDR and conform with those of comparable integrated utilities rated
by Fitch. Favorably, FP&L continues to benefit from trackers and adjustment mechanisms that
result in recovery of purchased power, fuel and environmental costs, representing roughly 55% of
revenues, and from a strong equity-to-capital ratio of 59.1%. The Negative Rating Outlook for
FP&L reflects continuing uncertainty about the future political and regulatory trends in Florida and
the downside case that the economic recovery in Florida may significantly lag the recovery in other
parts of the U.S.

Fitch's ratings presume that FPL Group will fund its capital expenditures with retained internal cash
flow supplemented by a balanced mix of debt, equity and/or hybrid equity financing. Fitch's ratings
also assume that FP&L will continue to recover fuel, purchased power, and storm recovery costs
consistent with current FPSC policies.
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Ratings of FPL Group Inc., and Group Capital could be adversely affected if NextEra Energy
Resources pursues more speculative power development without assured off-take arrangements;
increased energy marketing and trading activities; inability to renew expiring contracts; use of
higher debt leverage; or materially adverse FPSC regulatory developments that would further
impair cash flow of FP&L.

Ratings of FP&L would be adversely affected if the FPSC adopts less supportive policies on
recovery of purchased power costs, fuel expense, environmental compliance costs, new renewal
resources, or storm related expenses, or if the utility pursues major capital investment without
assured revenue recovery.

Ratings affected by these actions are listed below.
Fitch has downgraded the following ratings and assigned a Negative Rating Outlook:

FPL Group, Inc.
--Issuer Default Rating (IDR) to 'A-' from A.

FPL Group Capital, Inc.

--IDR to 'A-' from 'A";

--Senior unsecured debentures to 'A-' from 'A’;
--Jr. Subordinate hybrids to 'BBB' from 'BBB+',

FPL Group Capital Trust 1
--Trust preferred stock to 'BBB' from 'BBB+'.

Fitch has affirmed the following ratings:

FPL Group Capital, Inc.
--Short-term IDR and commercial paper at 'F1’.

Florida Power & Light Company

--IDR at 'A’;

--Short-term IDR and commercial paper at 'F1'".
--First mortgage bonds at 'AA-;

--Unsecured pollution control revenue bonds at "A+".

Fitch also assigned a Negative Rating Outlook to Florida Power & Light Company.

Applicable criteria available on Fitch's web site at 'www.fitchratings.com' include:

~--'Credit Rating Guidelines for Regulated Utility Companies' (July 31, 2007).

--'Issuer Default Ratings and Recovery Ratings in the Power and Gas Sector' (Nov. 7, 2005).

--'U.S. Power and Gas Comparative Operating Risk (COR) Evaluation and Financial Guidelines'
(Aug. 22, 2007).

--'Corporate Rating Methodology' (Nov. 24, 2009);

--'Rating Hybrid Securities' (Dec. 29, 2009).

Contact: Ellen Lapson, CFA +1-212-908-0504 or Sharon Bonelli +1-212-908-0581, New York.

Media Relations: Cindy  Stoller, New York, Tel: +1 212 908 0526, Email:
cindy.stoller@fitchratings.com.

Additional information is available at 'www fitchratings.com'.

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND
DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY
FOLLOWING THIS LINK:
HTTP://FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION,
RATING DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE
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ON THE AGENCY'S PUBLIC WEBSITE "WWW.FITCHRATINGS.COM'. PUBLISHED
RATINGS, CRITERIA AND METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT
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INTEREST, AFFILIATE FIREWALL, COMPLIANCE AND OTHER RELEVANT POLICIES
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OF THIS SITE.
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Fitch: U.S. Electric Utility Allowed Returns on Equity Stable Over the Last Five Years
Endorsement Policy
22 Mar 2010 12:16 PM (EDT)

Fitch Ratings-New York-22 March 2010: Fitch Ratings has issued a special report today evaluating trends in U.S. electric utility
aliowed returns on equity (ROEs). Fitch reviewed 41 rate case decisions that ocourred in 2009 and early 2010 to determine if the
long-term downward trend of ROEs over the past 20 years persisted. Fitch concluded that contrary to investors' perception, there is
evidence that allowed ROEs have stabilized over the past five years. ROEs authorized in 2009 and so far in 2010 average 10.47%,
within the prior five-year range of 10.26% - 10.52%.

cost of service regulation the ROE provides a cushion for bondholders against deviations in operating expenses, electricity sales and ;

The adequacy of ROEs authorized to regulated utiiities by state regulatory commissions is important for fixed-income investors. in o
other adverse circumstances, and contributes to the differentiation in ratings.

Fitch evaluates the adequacy of each ulility's respective RCE on a case by case basis, with the level of allowed ROE just a single
component of rate design, An ability to consistently earn the authorized ROE, the authorized equity ratio, and the percentage of
revenues that flow through clauses (rather than base rates) are also among the important inputs to Fitch's view of a ulility's reguiatory
anvironment.

The special report, 'Fitch Review of Utllity ROE Trends' summarizes recent and pending rate case decisions and compares the
relationship among ROE, credit spreads and credit ratings. 1t is available on Fifch's web site, www. fitchratings.com.

Contact: Jill Schmidt +1-212-908-0644, New York.
Media Relations: Cindy Stoller, New York, Tel: +1 212 908 0526, Email: cindy.stoller@fitchratings.com.

Additional information is available at www filchratings.com.
Related Research: Fitch Review of Utility ROE Trends

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ THESE
LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:
HTTPIFITCHRATINGS . COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, RATING DEFINITIONS AND THE TERMS OF
USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEBSITE "WWW.FITCHRATINGS.COM'. PUBLISHED
RATINGS, CRITERIA AND METHODOLOGIES ARE AVAILABLE FROM THiS SIiTE AT ALL TIMES. FITCH'S CODE OF
CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE FIREWALL, COMPLIANCE AND OTHER RELEVANT
POLICIES AND PROGCEDURES ARE ALSO AVAILABLE FROM THE 'CODE OF CONDUCT' SECTION OF THIS 8ITE.

Copyright © 2012 by Fitch, Inc., Fitch Ratings Ltd. and its subsidiaries.
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INFRASTRUCTURE

US Regulated Electric and Gas Utilities:

Stable Despite Rising Headline Rhetoric

Our outlook for the invés_tor—owncd US regulated eleceric and _gas; ucility sector is stable.
This outlook reflects our expectations for the fundamental business conditions in the =
 industry over the next 12 to 18 months.

»  Our outlook for the US investor-owned regulated electric and gas utility sector is
stable. This outlook is based on our view that suppottive regulatory relationships will
remain intact, where prudently incurred costs and investments are recovered in a timely
manner; char capiral markees will remain open and welcoming; and that external cash
flow requirements will be financed with a balanced mix of debt and equity.

»  Financing large capital investment programs is a key risk factor to our outlook.
Utilities face a sustained period of outsized capital investment requirements, primarily
related to maintenance and environmental compliance. But we've also seen ucilities
quickly defer or delay discretionary capital investment, in part to mitigate consumer rate
shock risks.

»  Capital markets remain open and welcoming. Utilities continue to enjoy strong access
to capital markets, but voladiliry in the financial institutions sector, and especially
European banks, is rising. Should access to capital become limited, it could present a
material negative risk to our outlook.

»  The 2012 election cycle will likely bring campaign rhetoric touching on energy pelicy,
infrastructure investment and environmental regulation in the US. However, we do
not expect this to impace credit ratings, as our focus on the political and regulatory
environment is primarily at the state and local level.

»  Nevertheless, utilities own and operate critical infrastructure assets, a key ingredient
for a functioning economy, and they are major employers in their communities. This
role is not lost on utility management teamns whose constituency outreach efforts
generally lead to relatively positive regulatory outcomes. Most utilities resemble quasi-
governmental tax collecting agents, provide a source of jobs and make timely and
sizeable local property tax payments.

Note: Industry outlooks are not explicit signals of the likely direction of ratings in an industry. They are a view of the
business conditions that factor into our ratings.
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Supportive regulatory relationships remain intact

Today, the vast majority of utilities continue to enjoy healthy relationships with regulators, under
which the timely recovery of prudently incurred costs and investments, at a reasonable rate of return, is
the norm. As owners of critical infrastructure assets, utilities maintain effective constituent outreach
efforts with both regulators and, more importantly, elected officials. The result is evidenced in the
regulatory process, where reasonable outcomes underlie our views for low utility default rates and high
recovery rates in the event of default. The table below illustrates selected regulatory decisions in 2011:

FIGURE1
Selected examples of 2011 rate case resolutions

Rate Increase
Authorized as % of Rate

State Company Rate Increase {$M) Return on Equity {%) Increase Requested
Missouri KCP&L Greater Missouri 29.8 10.00 128%
Virginia Virginia Electric & Power 44.7 12.30 97%
Texas Southwestern Public Service 52.5 NA 82%
South Carolina South Carolina Electric & Gas 52.8 11.00 90%
Indiana Southern Indiana Gas & Elec 28,6 10.40 84%
Missouri Union Electric 173.2 10.20 82%
Wyoming PacifiCorp 61.3 10.00 7%
Hawaii Hawaiian Electric 66.4 10.00 74%
Washington PacifiCorp 335 9.80 70%
Delaware Delmarva Power & Light 16.4 10.00 68%

NOTE: Rate increases may include fuel and other fider recovery
Source: SNL

We see a sustained pace of more frequent requests for rate relief, and an increasing trend for special,
single-issue rate riders and/or trackers as pare of the overall rate recovery structure. We view single
issue rate riders as a net credit benefic, primarily due to the increased cransparency associaced with
recovery'.

Rate shock and consumer affordability still a key risk factor

Most utiliry management teams are very successful in managing consumer rate shock pressures. We
see this competency being tested over the next few years, as utilities look to implement annual rate
increases of approximately 3% - 5% in the presence of a prolonged weak economy, characterized by
high unemployment, low wage inflation and widening income inequality. Should rate increases reach
the point where wide-ranging consumer dissatisfaction leads to more contentious regulation (the
“inflection point”), the entire sector could be negatively affected. A much larger risk lies in the
potential for political intervention, which we see as a more unpredictable and severe event risk,
accompanied by material unintended consequences.

2 FANUARY 17, 2012 INDUSTRY QUTLOOK: USREGULATED ELECTRIC AND GAS UTILITIES - STABLE DESPITE RISING HEADLINE RHETORIC
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Although we see no signs of wide ranging contentiousness at this time, we have seen recent evidence
that our “inflection point™ has been breached in several local jurisdictions®, To date, utilities have
been adept at managing the consequences without materially harming their credit profile.

Prospectively, we will continue wo monitor the landscape for signs indicating a rise in regulatory
contention. These signs could include a material increase in litigated rate cases {(as compared with
settlements), more lengthy (or less timely) recovery periods, and sizeable increases in deferred assets.
Our assessment is not likely to be materially affected by any heightened political rhetoric emanating
from the US presidential election cycle, since we will focus primarily on the local level.

HGURE 2
Illustrative Inflection Point Risk
(Average US annual residential electric costs / Median income)
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Declines in authorized return on equity rates expected to accelerate

Over the next two years, we see regulatory commissions scrutinizing auchorized recurns on equity
(ROEs) more closely, in part due to the spread between authorized ROEs and the risk-free, long term
US Treasury yield. In addition, many regulators appear to be increasingly questioning the overall risk
profile of ucilities, which enjoy authorized recovery (through base rates and riders) for the vast majoricy
of their operating costs and infrastructure investment requirements.

We see authorized ROEs continuing a downward trajectory over the next few years, offsec by
depreciation, amortization, and tax strategies. Although we do not attribute a material weighting in
our methodology to authorized ROEs by themselves, they represent a leading indicator of longer-term
regulatory support and potential earnings power.

7 Some examples include Virginia, Ohio, Illinois, Maryland, Hawaii

3 JANUARY 17, 22 IRDUSTRY QUTLOOK: US REGULATED KLECTRIC AND GAS LITILITIES - STABLE DESPITE RISING HEAD%ﬁ%TﬁRIC

005266
FPL RC-12

120015 Hearing Exhibits - 01637




INVESTORS SERVICE

INFRASTRUCTURE

FIGURE 3
Authorized Return on Equity & 30 Year US Treasury yield
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FIGURE 4
Authorized ROEs Don't Always Correlate to Earnings and Cash Flow
CFO Pre-W/C / Debt tarned, Adjusted ROEs
Latest
\ssuer Rating / 2002 . 2010 Authorized 2002 - 2010
Senior Unsecured Cutlook 2010 Average ROE 2010 Average
Historically Mare Supportive Regulatory Environments ) '
Florida Power & Light Company A2 Stable 27.5% 39.6% 10.00% 10.32% 10.14%
Virginia Electric and Pawer Company A3 Stable 21.5% 21.7% 10.70% 10.39% 9.84%
Georgia Power Company A3 Stable 21.5% 21.3% 11.15% 10.30% 10.69%
Historically Less Supportive Regulatory Environments '
Arizona Public Service Company Baa2 Stable 24.5% 20.5% 11.00% 8.72% 7.78%
Public Service Company of New Mexica Baa3 Stable 17.9% 16.3% 10.00% 4.61% 2.14%
Commenwealth Edison Company Baa3 Stable 19.6% 18.8% 10.50% 4.76% 5.16%
Nevada Power Company Bal Stable 15.7% 12.7% 10.19% 6.46% 3.02%

Source: Moody's MFM {Earned, Adjusted ROEs)

Tempered volume growth expectations

A sector-wide reliance on rising volume growth represents a risk factor to individual issuers and the
industry as a whole. Specifically, if volume growth does not materialize as projected, utilities will be
faced with a more difficult regulatory strategy with respect to their overall rate structure and prospects
for recovery of invested capital. This issue of lower volume projections is expected to take on more
prominence given the sizeable capital investment decisions that are currently being made, for instance
with respect to environmental compliance, replacement of older plants with more efficient/compliant

units and transmission upgrades.

While a weak economic scenario is probably the biggese risk to volume growth, we also see risks rising
from a steady improvement in energy efficiency programs, which have produced sizeable volume

reductions in the public power sector.

00
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FIGURE 5
Growth in GDP versus Net Generation
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Sustained period of low natural gas and power prices benefit utilities

We see a sustained period of relatively low natural gas and power prices, a material credit positive.
Regulared urilities generally benefit from falling fuel and power prices because they may be able o
offset base rate or other rate rider increases {which can include a profit margin} with reductions in the
fuel cost pass-through trackers {which typically exclude any margin opportunities) while keeping all-in
rates relatively steady. Natural gas prices are viewed as a key indicator for power prices in many i
regions of the US, so the benefit of a sustained petiod of relatively low natural gas prices will be felc
broadly, even in regions which tend to be dominated by coal prices on the margin. In addition, we see
good liquidity implications associated with lower fuel and purchased power bills.

FIGURE &
Henry Hub Natural Gas Spot Price and NYMEX Futures
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This favorable pricing scenario could have an unpleasant corollary when it reverses. Consumers, who
are indifferent to the components of their electric rates, will become accustomed to the size of their
monthly bills, which have only increased modestly as large rate base increases have been offset by
falling fuel prices. Should fuel and commodity costs rise, udilities will face growing underfunded fuel
balances or potential rate shock issues when they seek to recover the higher costs. Liquidity profiles

L
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could become strained. Our 12-18 month view does not incorporate an expectation of such a pricing
reversal.

Environmental compliance mandates will keep capital expenditures high

We see a sustained investment need over the next three to five years, in part to address increasingly
stringent environmental compliance mandates associated with fossil-fired generation assets. Regardless
of whether the capital invesement is required for maintenance, compliance or growth, from a credit
perspective the expanded capital investment program will contribute to a more challenging business
environment for utilities, especially those issuers that primarily rely on debt financing. Over the longer
term horizon, capital investment in utilities” rate base is viewed positively, but the benefits could be
offset by a more leveraged capital scructure or overly biased shareholder reward programs.

Recent US Environmental Protection Agency (EPA) regulations add to the rising capital investment
trajectory, but for regulated urilities we see very little risk associated with recovery at this time. In our
opinion, regulated utilities are better positioned to manage the costs associated with increasingly
stringent environmental mandates than are unregulated power companies. For example, regulated
utilities can address their compliance strategy on a fleet-wide basis, enjoy a more transparent recovery
path and can amortize their investment decisions over a longer period of time. In contrast,
unregulated power companies are more likely to make plant-by-plant investment decisions, principaily
based on shorter-term forward commodity curves. They lack the benefit of a regulated generation fleet
and are forced to recover their investments through market prices®,

With respect to recent and pending EPA regulations, we see most utilities as very well positioned to
address the increasingly stringent mandates, while others appear more exposed and caught oﬂ:-guard.
Even among the most vocal objectors, we observe that many of their larger, more critical coal-fired
generation plants are already compliant, after installation of environmental controls over the past

decade,

Given that environmental issues have long been politically divisive, we see the EPA as a reasonably
transparent regulatory agency, where regulations have been proposed and implemented on a regular
basis over the past few decades. We continue to incorporate a view that utility management teams
maintain a deep understanding of environmental regulations, including the potential risks of pending
regulations. In addition, we continue to observe that the EPA’s increasingly stringent regulations
produce a steady stream of rate base growth for utilities, a credit positive. Nevertheless, these
regulations are complex, and accompanied by a rising operating cost structure and higher capital
investment requirements. These higher costs could pressure consumer affordability risks and our
inflection point.

Consolidation activity poised to increase

Utility consolidation and merger activity will likely increase over the next 2 years. Strategically, the
industrial logic behind consolidating a homogenous, highly fragmented sector and spreading fixed
costs across a wider asset platform is difficule to challenge. Moreover, regulatory authorities appear
more open and willing o facilitate utility consolidation, especially if the merger results in a lower
trajectory of rate increases, Today, the biggest regulatory challenges appear to revolve around head-
count reductions and the location of the headquarters building. Less critical is the identification and
allocation of projected cost synergies®.

4 See £= eddit Quality l‘znl)hqﬁuud More in Recent U‘i Utllm ME&A, November 201 1 (13(1”")0)
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The biggest impedimenc to further consolidation, in our opinion, is the selection of the Chief
Executive Officer, followed by the equity accretion analysis. Utilities with older, retiring CEOs or
CEOs willing to relinquish their role are considered the most ripe for consolidacion activity. We also
see consolidation as a means to create scale and scope, and to diversify geographical and industrial
exposure and regulatory jurisdictions. Nevertheless, even the largest US utilities pale in comparison to

the size of their European counterparts.

FIGURE 7

Key Financials for Selected US Utilities and EMEA Utilities

Company Rating Qutlook Assets Debt Revenue
Largest U.S. Utilities - LTM 9/30/2011 ' '
Duke Energy / Progress Energy BaaZ Stable 95,754,860 35,242,860 24,097,000
Exelon Corp. / Constellation Energy  Baal RUR-Down 75,095,600 33,353,700 24,287,500
Southern Company Baal Stable 58,385,000 22,278,000 17,732,000
MNextEra Energy, Inc. Baal Stable 56,510,000 21,784,000 14,890,000
Edison International Baa2 Stable 53,801,000 21,715,000 12,816,000
American Electric Power Company Baa2 Stable 53,192,000 20,781,000 15,106,000
FirstEnergy Corp. Baa3 Stable 48,879,553 21,360,553* 15,528,000
PG&E Corporation Baal Stable 47,596,974 15,397,724 14,762,000
MidAmerican Energy Holdings Co. Baal Stable 46,930,000 20,934,000 11,107,000
Dominion Resources inc. Baa2 Stable 44,941,000 20,326,750 14,947,000
Largest EMEA Utilities - LTM 9/30/201 '
Company Rating Qutlook Assets Debt Revenue
Electricite de France** Aa3 Stable 327,807,728 85,528,388 88,773,997
GDF SUEZ SA** Al Stable 307,718,962 86,671,596 119,759,315
ENEL S.p.A** A2 RUR-Down 244,758,094 101,152,625 102,132,853
E.ON AG A2 RUR-Down 195,553,588 44,022,702 148,439,207
Iberdrota S.A* ¥ * A3 Stable 134,722,752 73,595,465 41,313,682
RWE AG A2 Negative 100,155,710 50,020,198 70,186,831
Vattenfall AB A2 Stable 77,011,771 28,142,162 28,655,904
Gas Natural SDG, S.A. Baa2 Stable 61,715,134 28,825,906 28,808,902
Energias de Portugal, S.A. Baal Negative 54,165,269 28,731,392 21,051,642
Fortum Qyj A2 Stable 28,961,243 11,073,625 8,920,495

* FirstEnergy's consolidated revenue reflects the merger with Allegheny Energy effective 2/25/2013,

**LTM as of 6/30/2011
b LTM as of 3/31/2011
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Transmission infrastructure remains fragmented, keeping costs high and benefits
locked up

The US transmission infrascructure remains disjointed, with multiple oversight authorities and
parochial protectionism. Asa result, utilities do not fully coordinate their individual transmission
investment projects to the benefit of wider audiences. Instead, large high-voltage projects tend to be
favored by Regional Transmission Organizations (RTOs) or Independent System Operators (ISOs),
while smaller, local solutions tend to be favored by local and state political and regulatory interests.
Nevertheless, we believe additional transmission-only activity is poised to become a bigger issue in
2012 and beyond.

The Federal Energy Regulatory Commission (FERC) continues to provide incentive returns for
interstate transmission, but we question how long this incentive can last. For example, we believe the
recent transaction between Encergy and ITC Holdings could provide a catalyst for more scrutiny
regarding the impact on local consumer rates.

But aside from FERC and the larger projects, we have seen a considerable amount of transmission
congestion relief, characterized by smaller, local projects emerging from the consolidation of two
neighboring systems - such as when FirstEnergy acquired Allegheny. We expect similar benefits to
emerge if the merger of Duke Energy and Progress Energy is completed.

Financial profile benefits from tax policies, but equity needs are calling

Utility financial profiles exhibit good stability, despite the pressures of a weak economic environment.
Cash flows have been higher in recent years, even though revenues have yet to return to pre-recession
levels. This is primarily due to the windfall benefit of federal tax policies, especially with respect to
bonus depreciation®.

The effects of bonus depreciation are temporary, in our opinion, since they essentially represent a
borrowing of future cash flow. As a result, we will continue to analyze the impact of this benefit on
utilities’ cash flow credic metrics o gain a more accurate view of fundamental petformance.

Eventually, all else being equal, urilities will need to inject sizeable amounts of equity into their capital
structures. Based on our simple projections for revenue growth, cash flow, capital expenditures and
dividends, we see the utility sector remaining in a state of sizeable negative free cash flow for the next
several years. If che recently exhibited bias to finance chis shortfall primarily through borrowing
continues, our key credit metrics will eventually exert pressure on the rating.

5 See 1JS Investor-Owned Uuhues Bonua Diepreciation I’rowdes Warerial Near- Tcrm Benefit For The Seum But Raises Longer-Term Questions, Februgry 2011
(131078) and IS Urili , . o Than Thev Fi s rembue

8

JANUARY 17, 2012

INTHISTRY QUTLOQOX: US REGULATED ELECTRIC AND GAS UTIUTIES - STABLE DESPITE RISING HEADél%fK!ﬁF

120015 Hearing Exhibits - 01642

05271
FPL RC-12



MOODY'S INVESTORS SER

INFRASTRUCTURE

Conclusion

Today, the US investor-owned utility sector benefits from the nature of its critical infrastructure assets;
a supportive and constructive regulatory environment; welcoming capital markets; and stable-to-
slightly improving financial profiles. Liquidity availabilicy remains strong, evidenced by multi-year
syndicated facilities with modest covenant terms replacing expiring facilities, albeit at a slighely higher
cost.

We see a headline-heavy year in 2012 due to che expected rhetoric associated with the November
elections. With a sputtering economic recovery in the background, the rhetoric is likely to include
posturing on increasingly stringent environmental regulations, the need for capital investment to
refurbish electricity infrastructure, federal loan guarantees and other tax credit policies, nuclear
generation, renewable energy, energy efficiency and cyber security.

We have been highlighting many of these longer-term risks for several years, always focusing on the
potential emergence of increased regulatory contention or political intervention. Although these risks
have not yet risen to an alarming trend, they are appearing on our radar screen more frequently. To
date, the credit implications have been manageable. As always, we will endeavor to look through the
rhetoric and remain focused on credit fundamentals.
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Appendices - Select Financial Data by Subsector
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Appendix A: Selected Parent Holding Companies

Company Name

issuer or Sen, Unsec, Rating

Ameren Corporation Baa3
CenterPoint Energy, Inc. Baa3
Consolidated Edison, Inc. 8aal
Dominion Resources Inc. Baaz
DTE Energy Company Baaz
Duke Energy Corparation Baaz
Edison International Baa2
Entergy Corporation Baa3
FirstEnergy Corp. Baa3
NextEra Energy, Inc. Baal
Northeast Utilities Baa2
Pepco Holdings, Inc. Baa3
PG&E Corporation Baal
PNM Resources, Inc. Bal

PPL Corporation Baal
SCANA Corporation Baa3
Sempra Energy Baal
Southern Company {The) Baal
Wisconsin Energy Corporation A3

Xcel Energy Inc. Baal

L ]
INDUSTRY QUTLOOK: US REGUEATED ELECTRIC AND GAS UTHITIES - STABLE DESPITE RISING HEADLINE RHETORIC

STAFF 005273

H FANUARY 17, 2012

e ..120015 Hearing Exhibits - 01644

FPL RC-12



Append:x B: Selected Enteél;é{ed Companies

MOODY'S INVESTORS SERVICE

INFRASTRUCTURE

Company Name

Issuer or 5en. Unsec. Rating

Alabama Power Company A2
Appalachian Power Company Baa2
Columbus Southern Power Company A3
Duke Energy Carolinas, LLC A3
Duke Energy Indiana, Inc. Baal
Entergy Arkansas, Inc. Baa2
Entergy Mississippi, Inc. Baa3
Florida Power & Light Company A2
Georgia Power Company A3
Indiana Michigan Power Company Baa2
Kansas City Power & Light Company Baa2
Mississippi Power Company A2
Northern States Power Company (M A3
Oklahoma Gas & Electric Company A2
Pacific Gas & Electric Company A3
Portland Ceneral Electric Company Baa2
Public Service Company of New Me Baa3
Union Electric Company Baa2
Virginia Electric and Power Company A3
Wisconsin Electric Power Company A2

L ]
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Company Name

Issuer or Sen. Unsec. Rating

AEP Texas Central Company Baa2
Ameren Illinois Company Baa3
Baltimore Gas and Electric Company Baa2
CenterPoint Energy Houston Elect Baaz
Cleveland Electric llluminating Baa3
Connecticut Light and Power Company Baal
Consolidated Edison Company of N A3

Delmarva Power & Light Company Baa2
Duguesne Light Company Baa2
Jersey Central Power & Light Company Baa2
NSTAR Electric Company Al

Ohio Edison Company Baa2
Oncor Electric Delivery Company Baal
PECO Energy Company A3

Pennsylvania Electric Company Baa2
Potomac Electric Power Company Baa2
Superior Water, Light and Power Baal
Toledo Edison Company Baa3

T R
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Rating Outlook — Investor-Owned Utilities and Parent Companies

Favorable Operating Environment: Operating and market conditions are expected to remain
favorable in 2012 for investor-owned utilities (JOUs) and utility parent companies (UPCs),
driven by good capital markets access, low interest rates, and low natural gas prices.

Risk Factors Present: UPCs with competitive generation subsidiaries and regulated utilities
with wholesale power sales continue to face a challenging environment, with most regional
power markets suffering from excess capacity and weak power prices. Managing through an
extended period of high capital investment is the other principal risk to bondholders, should
adequate and timely returns on investment not be authorized.

Economic Backdrop: Within the broader context of a sustained but modest U.S. economic
growth forecast for 2012, company credit profiles and ratings are expected to remain stable.
Industry consensus forecasts for a slight decline in electricity sales in 2012 are largely due to
strong weather-related sales in 2011.

Divergence Expected: Integrated electric utilities have higher risk profiles than transmission
and distribution (T&D) electrics and gas utilities, reflecting their exposure to new
power-generation builds or environmental upgrades of existing facilities. UPCs with diversified
activities also exhibit a higher risk profile than those with a pure regulated model.

Rating Outlook — Competitive Generators

Negative Credit Outlook: The operating environment is expected to remain challenging for the
competitive generators {gencos) given the slow recovery in power prices, tightening
environmental regulations, and choppy capital markets. Uncontrolled coal generation in
markets where natural gas is on the margin is especially vulnerable. Unlike the pure play
generators, affiliated gencos may benefit from strong parent or affiliate linkages.

No Relief from Gas Prices: The natural gas price forward curve continues to shift lower, and
consensus price forecasts have been lowered for both prompt and outer periods. This, coupled
with sluggish demand, has conspired to keep power price recovery from the 2009 lows modest.

Longer Term Outlook Brighter: Fitch Ratings expects power market recovery to gradually
accelerate as coal-fired generation retirements bring supply more in line with demand, although
timing varies by market. Fitch believes Texas could turn around the earliest, as evidenced by
the spikes in power prices during the prolonged 2011 summer heat wave.

What Could Change the 2012 Qutlook

Capital Markets Freeze: Significant tightening or loss of capital markets and bank access
would have a deleterious affect on sector creditworthiness in the face of high capex budgets.

Double-Dip Recession: Weaker than projected economic growth would further erode
prospects for weather-adjusted electricity sales, which Fitch expects to be essentially flat in
2012. In such an event, ratings of companies with Negative Outlooks, or exposure to wholesale
power markets, could be downgraded.

www. fitchratings.com
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What Could Change the Two- to Five-Year Outlook

The utilities, power, and gas sector is characterized by investment decisions, regulatory
frameworks, and rules and regulations that are planned and implemented over a multi-year
time horizon. Credit factors over this longer term time period include the following.

Secular Flattening in Electricity Sales

There is growing evidence that longer term consensus forecasts of electricity sales growth of
1%-2% per annum may be optimistic. Technological and manufacturing improvements in
lighting, heating, and air conditioning systems, along with smart meter, thermostatic, and
software interfaces, have the potential to reduce electricity consumption growth to flat to +1%
over the next two to five years, in Fitch's opinion. Even a small decline in electricity sales
growth rates can be harmful to the industry’s credit profile, as higher costs are spread over
fewer units of sales and would require more frequent rate relief. Unlike other renewable energy
sources, the economics of conservation investments is compelling, with cost savings providing
relatively short payback periods.

Many large commercial consumers of electricity are pursuing efficiency and conservation
programs outside the traditional utility channels. Many big box retailers and commercial real
estate owners are in the early stages of energy efficiency programs that will significantly reduce
their power-consumption needs,

Natural Gas Price Shocks

The power sector is becoming addicted to low natural gas prices, and the generation mix will
increase from approximately 25% gas-fired generation in 2011 to almost 40% by 2025,
according to most industry forecasts. While some uncertainty exists as to the ultimate supply of
shale natural gas due to lingering environmental concerns, given prospects for substantially
increased domestic demand and exports of liquid natural gas, 2 more balanced supply-demand
picture will likely result in higher natural gas prices. Higher gas prices will raise power prices
and customer bills, possibly stimulating further conservation efforts.

Environmental Effects Unknown

Implementation of the Environmental Protection Agency's {(EPA) Cross-State Air Pollution Rule
(CSAPR) in 2012 will be a wild card, and will leave a clear mark on power markets in the
regions affected. The EPA’s Mercury Air Toxics Standard is to take effect in 2015 or 2016, and
compliance costs are expected to be high. Capital costs to remediate a typical 500-MW coal-
fired plant can run approximately $800,000 per MW for a total cost of approximately
$400 million. The per-MW cost is even higher for smaller coal-fired units. Many operators will
simply chose to shut their plants, especially owners of clder inefficient plants, rather than incur
such a large capital cost with uncertain return on investment.

On the operating side, in the absence of an established emission credit trading market,
environmental compliance costs are uncertain and difficult to quantify. Financial penalties
under CSAPR for exceeding state limits will not be applied until Jan. 1, 2014. In the interim,
companies will be implementing strategies to comply with emission reductions that will include
substantial increases in environmental capex, plant closures, and higher operating expenses
from fuel switching or blending. Given the many uncertainties, the known and unknown
financial and strategic implications of CSAPR will weigh on the power sector.

2012 Outiook: Utilities, Power, and (Gas
December 5, 2011
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The national elections in November 2012 may represent a referendum on many issues of
concern, including environmental rules and policies. A change in administration may cause a
postponement, change, or elimination of impending rules by the EPA.

Company-Specific Strategies or Developments

For individual companies, rate case outcomes, shifts in corporate strategy, and merger and
acquisition activity are the most likely causes for an outlook change. Event risks, such as
forced plant outages, storm damages, or extreme weather could also trigger an outlook
revision. Fitch does not consider shareholder activities involving treasury share buybacks to be
a primary concern, but would be a source of rating pressure if enacted.

Fitch expects greater divergence for competitive gencos over time, reflecting regional power
market, fuel mix, and environmental exposures. Gencos situated in the Electric Reliability
Council of Texas (ERCOT) region and operators with natural gas or scrubbed coal fleets are
best positioned.

Key Issues and Drivers of the Outiook

Natural Gas, Power Prices, and Electricity Sales

Abundant supplies and sustained low prices of natural gas are having a transforming effect on
the entire utilities, power, and gas sector. However, subsectors and individual companies are
correlated to natural gas differently. Regulated utilities, T&D electrics, and gas distributors
generally benefit the most from low natural gas prices, which have the concomitant beneficial
effect on customers through lower prices for power, and keep customer bills affordable.

Natural Gas Forward Prices — Henry Hub
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Mcf — Thousand cubic feet.
Source: Fiich Ratings, Bloomberg.

Power prices increase only gradually in Fitch’s financial models and forecasts, reftecting the
dampening effect of low natural gas prices and excess reserve margins. Fitch’s power market
consultant, Wood MacKenzie, also projects a slow increase in power price through 2015,
although prices remain below pre-2008 recessionary levels.

Low natural gas prices tend to depress wholesale power prices for gencos, particularly in
markets where natural gas is on the margin. Low natural gas prices improve the mid-merit
dispatch of gencos with large natural gas fleets, resulting in higher capacity utilization.

Consensus forecasts are for 2012 electricity sales to decline slightly from 2011 levels due
largely to favorable weather patterns in 2011, and to a lesser extent, continued weak economic

2012 Outlook: Utities, Power, and Gas
Pecember 5, 2011
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growth. Electricity sales are projected to be essentially flat when adjusted for weather.
Efficiency and conservation programs will also dampen electricity sales growth, in Fitch's
opinion. Longer term, lower sales will result in higher unit costs, which impede margins for
individual utilities and require more frequent rate relief. The modestly lower sales forecasts in
2012 will largely be offset by earnings from capex projects, which have been completed and
entered into the rate base.

Power Consumption Trends

) W Energy Sales (LHS) e===Change (Year over Year, %)
(Mil. kWh) (%)

2007 2008 200¢ 2010 2011 2012

2006 2006

Sowrce: E.LA

High Capex with Reliance on External Financing

Capex is expected to remain robust in 2012. Fitch projects capex to increase 5.7% in 2012, in
addition to increases of 6.4% in 2010 and 4.6% in 2011. High capex typically places stress on
credit metrics and bond spreads. However, bonus depreciation and low financing costs have
ameliorated most of the cash flow pressures from high capex. Many investments such as
transmissions projects under the Federal Energy Regulation Commission jurisdiction also enjoy
timely recovery through construction work in progress {CWIP) tariffs. Consequently, during this
capex period, earnings and credit quality have not been negatively affected.

Capital Expenditures
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Source: Fitch Rafings.

Fitch expects the regulated utility sector to enjoy a continuation of strong capital market and
bank access, along with favorable pricing similar to 2011, Financing costs for long-term first
mortgage bonds are at historic lows, reflecting the defensive nature of the regulated utility
sector. Investors have demonstrated a strong appetite for utility paper, given a general risk

2012 Qutisok: Utliities, Power, and Gas
December 5, 2011
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aversion among institutional and retail investors. Gencos face a more challenging environment,
particularly high-yield issuers. Fitch expects non-investment grade issuers will face difficult
market conditions given continued economic uncertainty.

Spread Over 30-Year Treasury by Rating Category
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Source: Bloomberg.

Regulatory Actions

Fitch sees continued downward pressure on authorized retum on equity {ROE), which has
moved lower over the last couple of years, from around 10.5% to approximately 10%,
according to a recent Fitch study. Regulators’ decisions in rate cases remain a key credit factor
for regulated utilities. The political and regulatory environment affecting regulated utilities varies
state by state.

Economic Stimulus Expiry

The utilities, power, and gas industry was a primary beneficiary of the various economic
stimulus packages, including bonus depreciation and investment tax credits put in place over
the last few years. Cash flow, particularly funds from operations (FFO) measures, has been
particularly robust in 2010 and 2011. With the bonus depreciation phase-out starting in 2012,
and full expiration of such incentives in 2013, Fitch expects cash flow measures 1o revert to
pre-2008 normalized levels.

Stringent Environmental Rules

The EPA issued CSAPR on July 7, 2011. The rule is effective Jan. 1, 2012, essentially covers
the eastern half of the U.S., including Texas, and mandates substantial reductions in power
plant emissions. Emission reductions vary by state. Fitch considers 80 gigawatts of coal
capacity at risk for closure as a result of the rule.

Mergers and Acquisitions (M&A)

Fitch expects continued consolidation in the industry. However, Fitch feels the rating
implications are limited, since existing ratings for most of the larger utility holding companies
fall within a narrow band, and mergers are typically consummated using stock as currency. For
operating subsidiaries, little rating effect would be expected amaong large traditional utility
combinations. Rating risk would be present in combinations where the acquirer is a merchant

2012 Outlook: Utilities, Power, and Gas
Decembear 5, 2011
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genco (such as DPL Inc.’s acquisition by AES Corporation), or where the acquirer is &
nonstrategic or private equity firm.

Consoclidation among gencos is also likely driven by the need for regional diversity, high
environmental capex requirements, and the desire to gain necessary size and scale.

2011 Review

For the utilities, power, and gas sector, 2011 could best be described as the quiet before the
storm. Despite many headline news events, including the adoption of new EPA rules, reduced
economic growth forecasts, record low interest rates, and further reductions in natural gas
prices and forward curves, the industry performance was largely on par with 2010 and within
Fitch’s, and general industry consensus, expectations.

The Fukushima Daiichi nuclear accident on March 11, 2011, left an indelible mark on the future
of nuclear energy globally. Nuclear power supplies approximately 20% of total U.S. power
consumption, and is a relatively cost-effective source of low-emitting generating capacity. Fitch
believes the strong safety-oriented oversight by the Nuclear Regulatory Commission, the
power and utility industry’s generally favorable safety record, and the importance of nuclear in
managing system load support the continued operation and relicensing of such facilities.
Higher capex for safety upgrades and resultant higher operating costs are not expected to alter
the favorable generation profile of the existing nuclear fleet.

The future of new nuclear development in the U.S. is problematic. A few utilities are pursuing
nuclear development within regulated rate base and strong tariff recovery mechanisms.
Forward market prices do not support nuclear development on a merchant basis.

Enactment of a comprehensive national energy power policy again proved elusive, reflective of
a general political stalemate and lack of leadership in Washington, which will likely persist
through the presidential elections in November 2012. Strategic planning of long-term capital
investments is increasingly problematic, particularly in relation to environmental upgrades and
renewable and other forms of new generation.

Median Ratings and Rating Activity

Median senior unsecured ratings for parent holding companies and their regulated operating
subsidiaries have remained stable over the last few years at ‘BBB' and ‘BBB+’, respectively.
Within the relative safety of higher electricity sales, low interest rates, and low natural gas
prices, 2011 rating activity within Fitch’s regulated utility portfolio was muted, but biased to
upgrades and Positive Outlook revisions.

Gencos did not enjoy such security,
as lower wholesale power prices Utilities, Power and Gas Rating

continued to pressure margins, Activity — 2011
resulting in a large number of rating Upgrades Downgrades

downgrades and Qutlook revisions to :‘c';r 1; : :
Negative. Within the merchant rating gancos: 1 11

pOﬂ'fOlIO. affiliated gencos have UPC — Utility parent companies. 10U — Investor-owned utilities.
tended to face less pressure and Source: Fitch Ratings.

largely retain investment-grade
ratings, with the notable exception of Edison Mission and related entities. Independent power
producers, {IPPs} tend to have non-investment grade ratings.

2012 Outlook: Utilities, Power, and Gas
December 5, 2011
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There was no particular pattern or trend among the 2011 upgrades for utility parent companies
(UPCs). Among the regulated companies upgraded in 2011, seven are part of the First Energy
family following consummation of the merger with Allegheny. Other upgrades include Westar
and Kansas Gas & Electric, which continues to recover from earlier stresses, and Oncor, the
regulated subsidiary of Energy Future Holdings (EFH). Three gas local distribution companies
(LDCs), Atmos Energy, Southwest Gas, and Mountaineer Gas, were upgraded.

The first major casualty of depressed wholesale power market conditions was Dynegy
Holdings, Inc., which filed bankruptcy in November 2011. Other notable rating downgrades
within Fitch's merchant genco portfolio included EFH and subsidiary Texas Competitive Energy
Holding, and genco affiliates of Ameren and Edison International,

M&A Activity and Consolidation

The case for continued industry consolidation remains strong given the fragmented structure of
the industry. Drivers of consolidation include the scale of capital investments needed relative to
the book capital and market capitalization of individual companies, strategic synergies,
particularly in competitive activities, and operational cost savings. The regulatory structure
typically requires a one-year or longer timeframe to complete combinations of UPCs and 10Us.

Major Merger and Acquisition Announcements — 2011

(5 Mil.}

Buyer Seller Target Price Valuation
Duke Energy Comp. Progress Energy, inc. Pragress Energy, Inc. 25,700 8.6x EBITDA
AES Corp. DPL Inc. DPL Inc. 4600 7.5xEBITDA
Exelon Corp Constallation Energy Group  Constellation Energy Gioup 10,600 7.6x EBITDA
Fortis Inc. Central Vermont PS Central Vermont PS 702 7.1xEBITDA
PPL Corp. E.ON UK plc Central Networks UK 5600 Not Disclosed

PS — Public service.
Source: Fitch Ratings.

Gencos face similar pressures to combine. Prior to Dynegy Holdings’ bankruptcy filing, two
separate merger agreements collapsed in the face of shareholder opposition.

Fitch expects the M&A pace to continue into 2012,

2012 Outivok: Utilities. Power. and Gas
December 5, 2011
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2012 Credit Outlook Summary by Sub-Sector

The segment cradit outicoks in the left column reflect fundamental analysis of factors influencing developments in the sub-sectors, not the aggregate Rating Outiocks of
the entities. Median ratings indicated are based on the IDRs of entities rated by Fitch Ratings.

Segment Hey Trends and Credit lssues for 2011

Utllity Parent Companies « . Stable cash flow from regulated utilities; declining cash flow from competitive generation business as
Median IDR: BEB existing hedges expire and volume is recontracted or sold at prevailing market prices.

Credit Qutiook » . Capital investment isvels for orgsmc growth projects and environmental upgrades remain high, raqumng
Stable - external fi fnanclng

Investor-Owned Electric Utilities
Median IDR Integrated Electric: BBB
Madian IDR Electric Distribution: BBB
Credit Outlook

Stable

Gas Distribution Utilitlea (LDCs)
Median IDR: A-

Credit Qutiook
Stable

Competitive Generation Companiss

Generating Companies and Energy Trading

Median IDOR: BB
Credit Outlook
Negative

IDR — Issuer default rating. M&.A - Mergers and acquisitions,

Source: Fitch Ratings.

Equity issuance needed to maintain balanced capital mix.
Favorable environment for consolidation and M&A activity.

Fitch assumes electricity sales down less than 1% in 2012 {flat on a weather normalized basis); longer
term, flat to +1% weather normalized.

Increased mandates for energy efficiency and conservation to restrict electricity sales growth.

Sarial base rate cases needed to recover infrastructure investments in 2011 and longer term. State
regulatory climate varies by state, and remaing a key driver.

Relatively low gas and power purchase costs are favorable to utilities, reducing the upward pressures on
customer bills.

Sustained high capital spending on infrastructure (environmental compliance, renewables mandates,
transmission projects, and automated metering.)

External funding needed for capex, but companies are expected tc maintain liquidity and good access to
capital markets. Dependent on parent companies for equity to maintain capital structures.

Expectad low. natural gas commodity prices contribute to stable cash flow and improve relatmna with .
consumers, politicians, and regulators,

Rate decoupling or fixed/variable tanff structures help to mmlmlze sensitivity fo variations in sales. volumesg
Pipeline safaty issues will be a focus.:However, overall, capital expanditures will remain managenble

Low risk growth potential from optlonaimy of natural gas in new.uses (transpcnatlon) as well as conunued
gains-from fuel switching. S a
Expect consistent regulatory h‘eatmerﬁt and manageable external funding.

Flat electricity sales in 2012 and beyond with excess power capacity relative to required reserve margins
to remain for several years; balance achieved through expected closings of older coal-fired units,

Low gas and power price environment will depress margins for most generators; as existing hedge
contracts expire, revenues per unit will reflect the weak market environment.

New environmental regulations for air and water emissions will affect the outliook for coal-fired power
generation and accelerate retirements of okier, smaller, and iess efficient coal plants,

The challenges to competitive generators listed above are likely fo stimulate an active M&A environment,
divestitures, and consolidation,

Higher power prices necessary to support investment in new build generation or environmental upgrades
to uncontrolled coal plants,

2012 Qutlook: Utilities, Power, and Gas
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Utility Parent Companies: Stable

Key Issues

UPCs reflect the underlying business conditions of their regulated and nonregulated
subsidiaries. Risks specific to UPCs include discretionary decisions such as consolidation and
M&A activities, treasury share repurchases, dividend policy, and financial-management policies,
as well as external factors including capital markets access, cost of capital, and inflationary
cost pressure. Fitch expects UPC operating conditions in 2012 to mirror 2011, aithough there is
greater event risk due to market disruption and contagion from the banking sector,
commodities volatility, and the ongoing Eurozone crisis.

Tax Policies

The preferential U.S. tax treatment of dividends and capital gains in effect since 2003, if not
extended, would be considered a negative development for UPCs. Lower dividend taxes help
utilities attract capital, which is important given their high-capital intensity. If favorable tax
treatment of dividends is extended, it aids utilities and infrastructure companies that pay
dividends to fund their investments at a favorable overall cost of capital. Fitch assumes the
dividend tax preference continues.

Compared to other industries, U.S. utilities have a relatively high common dividend payout to
net earnings ratio of approximately 60%-70%, but this is consistent with pricr sector norms.
Fitch anticipates modest increases in common dividends, but payout levels will likely remain
within targeted levels of 60%—70%. Fitch views dividends as part of the overall corporate
capital-maintenance and capital-raising objectives. Companies with regular dividend increases
are more highly valued by equity investors and are at an advantage when they need to raise
equity capital.

UPC Forecast Financial Trends

Given a generally benign economic outlook in 2012, Fitch's base forecasts, on a company
consolidated basis, are for aggregate eamnings to improve in 2012, while key credit metrics
show a mixed picture. EBITDA growth in 2012 reflects the completion and maturation of
investments over the preceding years. However, FFO deciines with the phase-out of bonus
depreciation beginning in 2012 and absence of bonus depreciation in 2013, along with the
expiration of production tax credits and other incentives that bolstered 2009 and 2010 results.
Consequently, Fitch does not have specific concerns as to the decline in FFO, since it only
reflects a return to normalized recurring levels.

Leverage Ratios
— Dedt to EBITDA, Median «s-s=Debt to FFQ, Median
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Source: Fitch Ratings.
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Debt leverage reflects similar divergence as coverage measures. Debt to EBITDA improves,
reflecting the higher EBITDA Fitch envisions for the sector, while debt to FFO increases,
reflecting the lower FFO levels Fitch expects in the absence of new tax incentives. However, in
both cases the baseline retums to the 2007 period, reflecting a return to the norm.

Economic stimulus by Washington in the form of extensions of bonus depreciation and tax
credits would provide upside to Fitch's FFO projections. Higher debt levels reflect funding for
capex projects within a typical 50% debt/50% equity capital structure. Interest coverage
measures in 2012 reflect the divergence in aggregate EBITDA and FFO measures. Qver the
next two years, EBITDA-to-interest measures remain relatively flat at around 4.0x coverage. At
the same time, FFO to interest declines, particularly in 2013, and returns to the baseline of
2007.

Interest Coverage Ratios

s EEITDA 10 Interest, Median ~«===(FFQ + Interest) to Interest, Median

50 ettt et e e D D e+ e e

2007 2008 2009 2010 201 202 2013

Source: Fitch Ratings.

Electric Utilities: Stable

Fitch’s Qutlook for the electric utility sector in 2012 remains stable. The sector benefits from
low interest rates, modest inflationary pressures, open capital markets, and low natural gas and
power prices. Fitch expects these conditions to persist into 2013.

The favorable funding environment helps to offset any stress that would otherwise result during
an extended period of high.projected capital investment. Capex is expected to remain elevated,
increasing 5%—6% over 2011 levels.

Many utilities have reduced regulatory risk by shifting cost recovery from general rate case
proceedings to standardized tariffs that provide greater certainty and timeliness of cost
recovery. Moreover, utility investment in this construction cycle seems to be aligned with the
goais of regulators and policymakers, enhancing prospects for timely and full investment
recovery, in Fitch's opinion.

Fitch’s outlook for the sector presumes an extended period of cyclically low power and natural
gas prices. Electric utilities, particularly T&D utilities, are beneficiaries of low commodity prices.
Low prices for fuel commodities provide crucial headroom for utilities to recover anticipated
investment in plant and equipment through base rate increases. All else equal, stable to lower
natural gas and power prices remove a source of upward pressure on monthly utility bills, and
reduce potential consumer resistance/political backlash to higher rates. Similarly, a low inflation
and interest rate environment would stabilize utilities’ costs and rates.

2012 Outlook: Utilities, Power, and Gas
December 5, 2011
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Longer term, risks to the Stable Outlook become more pronounced as secular and cyclical
factors come into play. Sales growth expectations, already modest at 1%—2% per annum, may
prove optimistic given the subdued economic growth outlook and a growing demand for energy
efficiency and conservation. The industry faces the double threat of both disruptive
technologies, such as efficiencies in lighting, refrigeration, and software interface, combined
with competitors promating such products and services. The industry will be challenged to
adjust business models to face the new competitive landscape.

A more immediate threat might be a change in the operating environment in 2013 and beyond.
Fitch has specific concerns regarding upward pressure on electricity rates owing to reliance on
higher cost, nan-emitting renewable and other energy resources, and potentially higher interest
rates, inflation, natural gas, and power costs from the current cyclically low levels. The upward
pressure on electricity rates in this scenario could lead to political resistance to future rate
increase requests and the potential inability to fully recover prior costs and investments,
resulting in credit rating downgrades.

State Tariff Regulation

A 2011 Fitch survey of authorized ROEs reflects a continued trend of lower ROEs. Authorized
ROEs are now trending down to the 10% level from a range of 10.25% to 10.50% registered at
Fitch's last survey in 2009. The trend is not surprising given the overall low interest rate
environment and cost of capital benchmarks for alternative investments. Lower ROEs are also
asscciated with features increasingly common in tariff structures that minimize cash flow
volatility. Still, the trend will pressure earnings and key coverage and leverage credit measures,
including EBITDA to interest and debt to EBITDA.

There has been a notable increase in recent years in the utilization of fuel-adjustment clauses,
pre-approval of major construction projects, environmental riders, the use of CWIP in rate base,
and other tariff mechanisms designed to move cost recovery out of general rate case
proceedings and/or provide greater assurance of cost recovery. Such mechanisms reduce
earnings attrition and business risk, and are viewed favorably in Fitch’s credit rating decisions.

The electricity industry, particularly in the northeast, suffered a number of storms that resulted
in substantial damage to the system infrastructure and long periods of customer outages.
Typically, such expenses and capital costs are recoverable, frequently through a tariff
monetization financing. However, in cases where the regulators feel the utility did not respond
properly, a portion of such expenses would likely be absorbed by the utility. Fourth-quarter
2011 results may reflect such items.

{(Gas Utilities: Stable

Fitch's 2012 Outlook for LDCs remains Stable. Gas utilities are advantaged by low natural gas
prices, which minimize customer conservation, and long-term forecasts of abundant and
low-priced natural gas supplies, which stimulate conversions to natural gas from other fuel
sources. While the slow pace of economic recovery has limited sales growth, LDCs remain we!l
positioned with modest capex requirements, mostly related to system reliability and
maintenance.

Natural gas prices are expected to remain at low levels in the wake of abundant domestic
supplies. Entering the 2011-2012 winter heating season, storage levels remain robust and
should allow all-in rates to consumers to remain manageable. While many LDCs either have or
are pursuing some form of rate decoupling or weather normalization that shields financiat

2012 Outlook: Utilities, Power. and Gas
December 5, 2011
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results from the effects of changes in volumes sold, low gas prices are nevertheless positive as
lower overall rates alleviate concerns related to bad debt expense and regulatory pressures.
The lower cost of gas inventories in storage and carrying customer receivables during the peak
winter season have also had a meaningful effect on reduced liquidity needs for many LDCs.

Weather, especially for gas utilities without decoupling mechanisms, is the biggest variable in
financial performance.

Limited concerns will be centered on the increased focus on pipeline and system safety
following several high-profile accidents. Fitch believes the enhanced inspection and testing
programs being enacted across the industry will largely be recoverable in future rate cases.

Competitive Generators: Negative

Fitch expects the competitive gencos to continue to face a challenging operating environment
in 2012. Some gencos are affiliated merchant generators, which are subsidiaries of large utility
holding companies, while others are stand-alone IPPs. Both types of companies are adversely
affected by a depressed commodity environment, expiring above-market hedges, and more
stringent environmental regulations that could adversely affect uncontrolled coal-fired
generation. However, unlike IPPs, affiliated gencos tend to benefit from strong parent or
affiliate linkages and better access to capitat during periods of volatile capital market conditions.

Historical and Forecast Round-the-Clock Power Prices
{As of Oct. 10, 2011)

s ERCOT North =e=ss=PJ}| East ===PJM West wwewmw MISO [llinois eeeeses |SONE Mass Hub
{$/MWh)
5
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ERCOT - Electric Reliability Council of Texas. ISONE ~ 150 New England. MISO - Midwest ISO.
Source: Wood MacKenzie.

Fitch expects aggregate credit metrics for gencos to weaken in 2012. This primarily reflects the
effect of lower power prices as older, higher priced contracts expire and get remarketed in a
weaker commaodity environment. Implementation of CSAPR will also impinge on profitability
and cash flows at several coal-fired plants due to curtailment of production and higher costs
from fuel switching and blending. Fitch considers it quite likely that such conditions persist well
into 2013, until demand supply becomes more balanced in various regional power markets,
leading to a stronger recovery in power prices.

Liquidity remains a key rating consideration for high-yield gencos. Fitch believes liquidity is
adequate for 2012. However, rising capital requirements at coal-fired generators will deplete
excess cash balances. For the gencos with natural gas assets and/or a more diversified
portfolio, excess cash could likely be diverted toward stock purchases, investment in new
generation (natural gas-fired/renewables), or vertical integration into the retail business. Fitch

2012 Qutlook: Utilities, Power, and Gas
December 5, 2011
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will continue to evaluate these actions in the context of overall management strategy and credit
metrics.

AES, NRG Energy Co., and Calpine have each announced their intention to return capital to
shareholders. Rating préssures could appear if there is an outsized return of capital to
shareholders. Fitch believes capital market conditions for high-yield issuers have not
normalized, and any disruptions due to macroeconcmic events could periodically shut market
access for them.

Aside from credit metrics, individual issuer rating and outlook are also influenced to a large
extent by fuel mix, location, age, and extent of environmental compliance of its
power-generation assets. Fitch believes emission-free generators are likely to be beneficiaries
of stringent environmental regulations as old and inefficient coal plants retire, thereby rendering
the demand supply balance more favorable to supporting higher power prices. Among the
various regional markets, Fitch believes ERCOT is particularly attractive, as evidenced by the
squeeze in reserve margin during the 2011 summer heat wave. This should aid the gencos that
have a significant exposure toc ERCOT.

2012 Outiook: Utilities. Power. and Gas
December 5. 2011
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ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ THESE
LIMITATIONS AND DISCLAIMERS BY FOLLOWANG THIS LINK
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THE CODE OF CONDUCT SECTION OF THIS SITE.

Copyright © 2011 by Fitch, Inc., Fitch Ratings Ltd. and its subsidiaries. One State Street Plaza, NY, NY 10004.Telephone:
1-800-753-4824, (212) 908-0500. Fax: (212) 480-4435. Reproducllona’reh‘ammssnonmuholeormpartnsprohblled except
by permission. Al rights reserved. In issuing and maintaining its ratings, Fitch relies on factual information it receives from
issuers and underwriters and from other sources Fitch believes to be credible. Filch conducts a reasonable investigation of the
factual information refied upon by it in accordance with its ralings methodology, and obtains reasonable verification of that
information from independent solrces, to the extent such sources are available for a given security or in a given jurisdiction.
The manner of Fitch's factual investigation and the scope of the third-party verification it obtains will vary depending on the
nature of the rated security and its issuer, the requirements and practices in the jurisdiction in which the rated security is offered
and sold andlor the issuer is located, the avaitability and nature of relevant public informiation, access to the managerment of the
issuer and its advisers, the availability of pre-existing third-party verifications such as audit reports, agreed-upon procedures
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information they provide to Filch and to the market in offering documents and other reports. In issuing its ratings Fitch must rely
on the work of experts, including independent auditors with respect to financial statements and aftomeys with respect to legal
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Matbytr\eirnauewmolbeveriﬁedasfads. As a result, despile any verification of cument facts, rafings can be affected by
future events or conditions that were not anticipated at the time a rating was issued or affimed.

The information in this repart is provided “as is” without any representation or wamanty of any kind. A Fitch rating is an opinion
as to the creditworthiness of a security. This opinion is based on established criteria_and methodologies that Fitch is
continuously evaluating and updating. Therefore, ratings are the collective work product of Fitch and no individual, or group of
individuals,soleiyr&sponsibieforaraﬁng.Thetaﬁngdo%notaddr&ssheriskofbssduetonsksoﬂermanaeditrisk.
unless such risk is spedficaily mentioned. Fitch is not engaged in the offer or sale of any security. All Fitch reports have shared
authorship. Indwndualsidenﬁﬁedinaﬁtmreporlwemvdvedm but are not solely responsible for, the opinions stated thersin.
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provide investment advice of any sort. Ratings are not a recommendation fo buy, sell, or hold any security. Ratings do not
comment on the adequacy of market price, the suitability of any securily for a parbicular irvestor, or the tax-exempl nature or
taxabiity of payments made in respect to any security. Fitch receives fees from issuers, insurers, guarantors, other obligors,
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Florida Power & Light Company

Docket No. 120015-El

Staff's Ninth Request for Production of Documents
Request No. 63

Page t of 1

Q.

With respect to page 15, lines 7 - 10 of witness Dewhurst’s direct testimony, please provide any
documentation from independent, third party sources that support the views expressed in the
above referenced testimony.

A.

Documents provided are the data from Ventyx Generation Unit Capital Dataset. Also, for ease
of reference, graphs were provided reflecting the data with and without nuclear exposure.

STAFF 005516
FPL RC-12
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Florida Power & Light Company

Docket No. 120015-El

Staff's Ninth Request for Production of Decuments
Request No. 64

Page 1 of 1

Q.

With respect to page 16, lines 12 — 21 of witness Dewhurst’s direct testimony, please provide
any documentation from independent, third party sources that support the views expressed in the
above referenced testimony.

A,
Please see FPL's response to Staff's Ninth Request for Production of Documents No. 65.

STAFF 005292
FPL RC-12
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Florida Power & Light Company

Docket No. 120015-El

Staff's Ninth Request for Production of Decuments
Interrogatory No. 65

Page 1 of 1

o.
With respect to page 17, lines 1 — 2 of witness Dewhurst’s direct testimony, please provide any
documentation from independent, third party sources that compares FPL’s relative reliance on
nuclear power to other IGUs that operate nuclear power plants in the U.S.

A.
Please see data provided that was available from NEI, the Nuclear Energy Institute.

STAFF 005521
FPL RC-12
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o on the St page

Re-evaluating Creditworthiness for Global
Nuclear Generators:

Post Fukushima political intervention depends largely on society's willingness to accept risks

»

»

Japan’s Fukushima nuclear accident creates a material credit negative for all issuers that own
and operate nuclear generation due to increased political intervention; emboldened
opposition forces; intensified regulatory scrutiny and higher costs.

None of our rated nuclear issuers will escape from the negative implications associated with
this accident, bur most issuer ratings and rating outlooks appear well positioned ac this
time.

The principal credit risk relates to political intervention, which creates unpredictable
unintended consequences with contagion effects that can last for years. Political
intervention is influenced by society’s willingness to accept nuclear risks. We believe the
sentiment is turning more negative.

From a credit perspective, the causes that triggered the Fukushima accident represent low
probability buc high severity event risk. We see little rationale to change our view that
nuclear accidents are remote probability events, but we are reevaluating whether our views
adequately caprure their high severity nature and we do not anticipate any rating changes
solely related to event risk.

We see meaningfu! differences between countries in the degree to which the nuclear
operating environment becomes more difficule, although the impact will be negative in all
cases. Some issuers will need to increase revenues to compensate for this more challenging
environment in order to hold their current racings.

The magnitude of the liabilities unfolding at Fukushima create near-term credit pressure on
two sectors: issuers with high ratings and weak financials, where strong governmental
support and rate setting autonomy exists (e.g., Japanese utilities; US municipal utilicies; US
Generation & Transmission Cooperatives ), and; issuers with unregulated nuclear
generation where cost recovery is more uncertain {e.g., European unregulated udilities, US
unregulated power companies).

We still see a strong suite of fundamental benefits associated with nuclear generation, most
notably its abilicy to reliably produce large quantities of base-load power without producing
the air and water emission pollution on the same scale as other fossil-powered plants.
Noswithstanding the current situation in Japan, nuclear generation also has a very
impressive long-term safety record.

In this Special Comment, Moody’s elaborates on how we are revising our thoughts with
respect to creditworthiness for owners and operators of nuclear generating facilities in a
post Fukushima environment.

CLHIICTS SO STAFF 005293
SRTinnoIIinionnofiniinnooliiiiion diiioroaiiiiooon fniiiipinoitoap tithonhlinitoos mninooninno 1HFRLRGAZ
DIl g SIS . SR IiITTIoTiIIIILToniiin
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Overview

The Fukushima nuclear power accident continues to unfold and will have negative credit implications
for operators of nuclear generation in many countries, not just Japan. The cause of the accident is
irrelevant to our credit analysis, what matters is event risk, Event risk can be associated with
earthquakes, tsunamis, hurricanes, cyber-attacks, equipment failure or operator error, but we continue
to ascribe a low probabilicy to event risk occurrence for this power sector. In addition, we do not
anticipate any rating changes solely related to remote probabilicy bur high severity evenr risk.

What is changing is our view of the sheer magnitude of liability associated with an event risk
occurrence. For companies with nuclear activities, Fukushima highlights two important fundamental
assumptions incorporated into our credit analysis: an assumption thar a population is willing to accept
the costs of radiation and that its government will stand behind long-term liabilities. These
assumptions are expected to be tested over the next 12 to 18 months.

Today, we see increased political intervention across many regions and intensified regulatory scrutiny
across all jurisdictions. More importantly, emboldened opposition forces are mobilizing their
arguments against nuclear power, a material wildcard for the US, where a presidential election cycle in
about to commence. We expect delays in the permitting and licensing process for both new reactors as
well as those looking to extend their license. These delays are partly a function of more regularory
scrutiny, but are also caused by increased social oppasition.

We see many governments intervening into their nuclear generation sectors, an easy step given the
highly regulated nature of these critical infrastructure assets. While the level of intervention varies by
country, in all instances the credit implication is negative.

In out opinion, all of these reactions will combine o invariably lead to higher costs for generators and
higher electricity costs for consumers. A struggling global economy exacerbates the risk of consumer
tolerance to absorb higher urility costs. Delays in cost recovery can contribute to financial metric
deterioration, a credit negative when accompanied by a higher business and operating risk profile.

We still view nuclear power as a key source of electricity for many countries. Nuclear power plants
provide large quantities of base-load electricity, 24-hours a day for hundreds of days in a row without
producing any of the air and water emission pollutants of alternative forms of generation, including
coal and natural gas. The countries with the largest amount of nuclear generating capacity also tend to
have sizable, developed economies which are better positioned 10 absorb potential large liabilicies.

In Japan, government intetvention to absotb the Fukushima-related liabilities is actively being
considered. The ratings for T'okyo Electric Power Company (TEPCO), the owner of the Fukushima
nuclear station, has already been downgraded by 5-notches, to Baal from Aa2 and remains on review
for further downgrade. We are concerned with statements from some government officials that appear
to indicate that TEPCO may need to shoulder a pertion of the liabilities.

The resolution regarding Japan’s government support for liabilities can have contagion effects on other
jurisdictions. For example, in the United States, the Price Anderson Act limits liability to nuclear
operators at only $12.5 billion, a figure which now appears relatively low, Any liabilities above that
level are expected to be absorbed by both state and federal governments, a concept that could create a
political backlash for the sector due to the weak economic recovery and deteriorating state of
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government finances. At this time, we would not rule out the potential for significant changes to the
US nuclear sector’s liability insurance framework.

Still, we take some comfort in the fact that the majority of operating nuclear plants are located in large,
industrialized economies. As noted in the table below, the top 10 largest nuclear countries (measured
by capacity} represent approximately 84% of the total worldwide nuclear generation capacity and
52% of the total worldwide estimated GDP.

TABLE 1

Largest nuclear generation capacity, by country

Gigawatt CW % of 2011 Est. GDP GDP % of
Country Capacity worldwide total {37 US Equivalent] warldwide total
United States 1007 27% 515.1 24%
France 533 14% $2.6 4%
Japan 46.8 13% $5.7 9%
Russia 24.0 6% $1.7 3%
Germany 20.5 6% 53.4 5%
South Korea 205 6% $T.1 2%
Ukraine 13.1 4% $0.2 0%
Canada 12.6 3% $1.6 3%
China 104 3% $6.4 10%
United Kingdom 101 3% 52.4 4%
Top 10 total 3M.7 84% $32.2 52%
Total worldwide 3701 : $62.0

Source: IAEA, International Monetary Fund World Econamic Outlook, October 2070,

Event risk remains remote possibility but financial implications upon occurrence
revisited

From a credit perspective, the events that triggered Fukushima (an earthquake and a tsunami) are
irrelevant. We see the accident as event risk, which despite its extremely low probability of occurring,
occurred. For our purposes, event risk can represent almost anything, but for purposes of this report,
event risk is defined as a reactor that ignores the instructions from its control room. This can be
triggered by an earthquake, tsunami, hurricane, cyber-attack, equipment failure or operator error. We
will, most likely, continue to view the potential occurrence of nuclear accident event risk as a remote
probabilicy. However, we are now re-evaluating the impact on creditworthiness when an event does
occur.

Any changes to our perception of business and operating risk will be made on an issuer-specific basis.
In some cases, a higher risk profile will need to be mitigated by stronger financial metrics in order to
maintain a given rating. Nevertheless, we do not anticipate any rating changes solely related to
remote probability but high severity event risk.

Our views are still developing, in part due o the continued unfolding of events in Japan and the
related reactions of governments. In the table below, we summarize our initial reactions:
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TABLE 2
Current status of developing views incorporated into credit analysis

Pravious Emerging
View View Rationate far changing view
Event risk Remote probability Remote probability “Black swan” event risk is not zero
occurrence probability
Financial impact  Manageable aver long- Manageable over long-term Potential size of liabilities appear
upon event risk term horizon horizon but sustained larger than initially expected raising
occurrence financial weakness need for government support and
backstop
Regulatory Material oversight More intrusive oversight Increasing scrutiny results in detays
oversight likely to be temporary and higher costs, but result will be
strengthened systemns and emergency
response
Government Strong Strong; varies by region Support influenced by social priorities;
support support expected to be tested
Population Growing more supportive  Growing less supportive, but Increasing concems over radiation;
acceptance varies by region costs; conclusion of Fukushima likely

to influence level of tolerance

Initial impact on issuer creditworthiness

At this time, we scill feel it is premarure to make any definitive conclusions regarding credieworthiness
for nuclear generators, in part due to the still unfolding events in Japan and the unceruincty that may
follow in other regions. We continue to incorporate a relatively positive view of the science and
engineering that stands behind nuclear power, and we expect a thorough review and assessment of
potential reactor vulnerabilities once Fukushima is ultimately resolved, a process that is likely to take
several months (to stabilize and contain) and several years (to clean up).

Nevertheless, our inidial assessment includes the following:

»

»

»

Issuers with high credit ratings butr weak financial profiles, where reliance on strong government
support or rate setting autonomy is critical, appear most at risk over the near-term horizon. A
material strengthening of the financial profile for some issuers may be in order to justify existing
credit ratings. This could become a more important consideration as government support is tested
in Japan. In the US, several municipal electric utility issuers and a few G&T cooperatives are
potentially exposed.

Issuers that own nuclear generating assets within the unregulated power marker frameworks are
more exposed than issuers operating within a traditionally regulated market framework. Recovery
of increased costs associated with political intervention and heigheened regulatory scrutiny are
more assured in a regulated framewotk. Similatly, the US municipal electric utility and G&T
cooperative issuers, virtually aill of whom have full rate setting autonomy, can recover increased
costs provided they fully exercise that autonomy even in the face of a potential consumer backlash.

Issuers pursuing the construction of new nuclear generation are already being ascribed a higher
risk profile. The potential for delays during construction can increase costs, which could raise
regulatory prudency/disallowance risks. This scenario was last evidenced in the US in the 1980%,
post the Three Mile Island accident.
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»  Issuers pursuing operating license extensions are exposed to higher risks, especially for reactors that

share the same design as the Fukushima nuclear power station or are located near earthquake
prone regions or along coast-lines. This concern is comparable to the US Davis-Besse reactor
vessel head experience, but we note that all operating licenses are equally exposed, regardless of
reactor design or geographic location. More intensive regulatory reviews and organized local
opposition are expected.

Highly rated issuers with weak financials that rely on government support and rate
setting autonomy

Prior to the 11 March incident, Japanese utilities had the same above average credit quality as U.S.
municipal electric and G&T cooperative utilities - Aa2 stable for Japan, an average Al stable for U.S.
municipal electric utilities and an average A3 stable for US G&T cooperatives. In these cases, strong
ratings rely heavily on governmental support and rate setting autonomy in tandem with strong
contractual relationships with customers. Combined, these factors represent good mitigants against
financial profiles that compare weakly with peets in Europe and the US. The Japanese, US municipal
utilitcy and US G&T cooperative sectors have financial profiles characterized by higher leverage ratios,
lower cash flow metrics, and weaker liquidity profilest.

In addition to the rating actions taken on TEPCO, Moody’s placed on review for possible downgrade
the long-term ratings for nine other Japanese utilities. The review is prompred by the lasting
consequences of the earthquake and tsunami for the nation’s power and utility sector; the challenging
economic environment which increases the risk of recovery delays and; their comparatively weak
financial profiles and limiced financial flexibilicy relative to their rating category.

In the US, there are 20 municipal electric utilities and a few of the rated US G&T cooperatives that
have direct ownership interest in existing nuclear assets. To date, we have taken no rating action on
any of these issuers as a result of the Fukushima incident.

For many municipal utilities, we acknowledge that liquidiry is evaluated under a different methodology than corporate issuers. For the municipal ucilities, many issuers

have self-liquidity provisions and sizeable cash balances.
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TABLE 3
Selected nuclear operators with high credit ratings, weak financial profiles and reliance on
government support and rate setting autonomy with strong contractual relationships with
customers

{5 Billions)

Region issuer Rating Cratlogk Revenue Debt Assets
Japan: regulated utility Chubu Aa2 RUR - down $24.1 $347 $56.5
Japan: regulated utility Chugoku Aaz RUR - down $11.2 $20.1 $30.0
US: municipal utility CPS San Antonio Aal Stable $2.2 $4.2 387
Europe: unregulated power EdF A2 Stable $86.5 $103.5 $326.5
Japan: regulated utility Hokkaido Aa2 RUR ~ down 559 $12.4 $17.9
Japan: regulated utility Hokuriku Aa2 55, RUR - down $5.1 $10.6 $15.4
Japan: unregulated power |-Power* Aaz RUR - down 626.5 662.9 2027.0
Japan: regutated utility Kansai Aa2 RUR - dawn $28.1 $48.5 $73.4
Japan: regulated utility Kyushu Aa2 RUR - down $15.6 529.4 $43.8
US: municipal utility MEAG Al Stable s0.7 $4.0 $5.0
US: G&T cooperative Oglethorpe Baaz Stable $1.3 §5.5 $6.9
US: municipal utility Santee Cooper Aa2 Stable $17 $4.9 575
Japan; regulated utility TEPCO Baal RUR - down $54.0 $101.1 $138.5
US: regulated utility TVA Aaa Stable $10.9 $527.4 $43.0
*PY ¥

Un-regulated nuclear generation issuers

Issuers that own nuclear generating assets within the unregulated power market frameworks are more
exposed than issuers operating within a traditionally regulated market framewotk. Recovery of
increased costs associated with political intervention and heightened regulatory scrutiny are more
assured in a regulated framework.

In the US, Exelon Corp. (Baal stable), Entergy Corp. (Baa3 scable), Constellation Energy {(Baa3
stable), and Public Service Enterprise Group (Baa2 stable) are the most exposed.

Other unregulated companies that operate nuclear power plants are capitalized with higher levels of
debr and are, therefore, even mare sensitive to absorbing higher costs. These include NRG Energy
(Ba3 negative) and Energy Future Holdings Corp. (Caa2 negative), which has a whopping $37 billion
in outstanding debt.

STAFF 005298
FPL RC-12

SPLCIAL COMMENT: RE-EVALUATING CREDIT WORTHINESS FOR CLOBAL NUCLEAR CENERATORS: POST FUKUSHIMA POLITICAL INTERVENTION
OEPENDS LARGELY ON SOCIETY'S WILLINGMNESS TO ACCEPT RISKS

120015 Hearing Exhibits - 01685




MOGDY'S INVESTORS SERVICE

GLOBAL INFRASTRUCTURE FINANCE

TABLE 4

Selected unregulated nuclear power operators

(5 Billions)

Region Issuer Rating Qutlock Revenue Debt Assets
Europe: unregulated power  CfZ A2 Stable $10.4 $9.9 $28.3
US: unregulated power Constellation Baa3 Stable $15.6 $5.5 $23.8
US: unregulated power Dominion Baaz Stable $15.2 $18.7 $43.7
Europe: unregulated power EON AZ Stable $111.5 $73.3 $219.9
Europe: unregulated power  EDF Aa3 Stable $82.4 $116.6 $350.0
US: unregulated power EFH CaaZ CFR Negative $9.5 $37.0 $60.3
Europe: unregulated power EnBW A2 Stable $21.7 $22.4 $50.3
Europe: unregulated power Endesa A3 RUR - down $34.1 $32.4 $86.5
Europe: unregulated power ENEL A2 RUR - down $86.7 $103.6 $2347
US: unregulated power Entergy Baa3 Stable $10.8 5141 $38.0
US: unregulated power Exelon Baal Stable $17.3 $16.9 $52.9
US; unregulated power First Energy Baa3 Stable $13.3 $18.5 $37.0
Europe: unregulated power Fortum A2 Stable $7.6 5109 $29.4
Europe: unregulated power  GDF SUEZ Al Stable $1M.4 $76.4 $251.2
Europe: unregulated power Iberdrola A3 Negative $36.1 $45.2 81246
US: unregulated power Nextera Baal Stable $15.3 $19.4 $52.9
US: unregulated power NRG Ba3 CFR Negative $9.0 $10.0 $24.1
US: unregulated power PPL Baa3 Stable $85 $15.0 $336
US: unregulated power PSEG Baaz Stable $1.8 $9.8 $29.9
Europe: unregulated power RWE A2 Negative $64.4 $46.3 $116.1
Europe: unregulated power  Vattenfall A2 Stable $27.0 $337 $84.8

issuers pursuing new nuclear construction

In the US, we believe the Nuclear Regulatory Commission (NRC) will cast a closer eye on applications
for new nuclear reactors, particulatly with respect to their safety and emergency response systems but
also on all aspects of the new nuclear projects.

For example, while promoted as a significant advancement in the safety of nuclear reactors, the two
new nuclear projects in the US will utilize the AP 1000 reactor design which uses passive safety
features such as gravity and natural processes such as condensation to cool the reactor vessel and fuel.
The design is touted as being able to eliminate the dependence upon mechanical and electrical support
to keep the fuel cool during an event. The AP 1000 design is not in operation anywhere in the world
and, therefore, has first-in-kind engineering risk and we expect additional questions will be raised
about what happens should the passive system fail and under what conditions could that occur. We
expect there could be a delay in the issuance of the new plant license as the public demands furcher

assurances about safety.
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We currently see two new nuclear generating facilities with potential exposure, both of which are in
the early stages of construction. These potential new reactors will be operated by regulated utilities,
which can recover their operating expenses through customer rates, and are therefore less vulnerable to
cost increases than their unregulated peers. The two new reactors are the Vogtle station in Georgia,
owned by Southern Co. (Baal stable) and its subsidiary Georgia Power Co. (A3 stable); Oglethorpe
Power (Baa2 stable); City of Dalton, Georgia {(Aa3 stable) and the Municipal Electric Authoricy of
Georgia (Al stable).

The other ewo reactors are slated for the VC Summer station in South Carolina, owned by SCANA
Corp. (Baa2 negartive), its subsidiary South Carolina Electric and Gas (Baal negative), and the South
Carolina Public Service Authority (Aa2 stable).

Prospects for the development of a third nuclear facility, South Texas Project 3 & 4 (STP 38¢4),
appear less likely as one of the potential major investors of STP 38:4 is Tokyo Electric Power, the
owner of the affected Fukushima Daiichi and Daini nuclear plants, NRG is the primary owner and
developer of this project.

TABLE 5

Selected new nuclear generation construction exposure

{5 Bitlions)

Region issuer Rating Outlook Revenue Debs Assets
Asia: regulated utility KHNP Al Stable Private Private Private
US: municipal utility MEAG Al Stable 07 $4.0 55.0
US: unregulated power NRG Ba3 CFR Negative $9.0 $10.0 $24.1
US: G&T coaperative Oglethorpe Baa2 Stable $1.3 $5.5 $6.9
US: municipal utility Santee Cooper Aa2 Stable $1.7 54.9 $7.5
US: regulated utility SCANA Baa2 Negative $4.6 54.5 $13.1
US: regulated utility Southern Baatl Stable $15.7 5221 $56.1

US issuers pursuing an operating license extension

We anticipate a material increase in regulatory scrutiny and believe it is likely that numerous
governments and regulators will establish various panels or commissions to review the status of cheir
nuclear fleet and reconsider the fleet’s role. Regulators are likely to impose more stringent safecy,
evacuation, and emergency tesponse measures, which will increase operating costs for nuclear reactors.

In the US, we believe the NRC will take a closer look at both existing US nuclear operating plants,
many of which are about the same age as Japan's Fukushima Daiichi and Daini plants and have similar
overall reactor and safety designs, as well as the new reactor designs being reviewed for next-generacion
nuclear plants.

Nevertheless, all operating reactors in the US are subject 1o increased regulatory scrutiny and organized
local opposition. From a cost perspective, we are especially focused on waste management issues,
including the spent fuel cooling poals.
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TABLE 6
Selected issuers seeking nuclear operating license extensions

{5 Billions)

Region Issuer Rating Outlook Revenue Debt Assets
US: unregulated power Constellation Baa3 Stable $16.0 $5.5 5202
US: municipal utility CPS San Antonio Aal Stable $2.2 $4.2 $8.7
US: municipal utility Energy Northwest Aaa Negative $0.5 $6.4 $6.7
Us: unregulated power  Entergy Baa3 Stable $10.8 $14.1 $39.1
US: unregulated power Exelon Baal Stable 317.8 $17.1 $529
US: unregulated power First Energy Baa3 Stable $13.3 $18.5 $37.0
US: unregulated power NRG Ba3 CFR Negative $9.0 $10.0 $8.8
US: unregulated power PSEG Baa2 Stable $12.4 $9.9 $29.9
US: regulated utility Southern Baal Stable $15.7 $22.1 $56.1
US: regulated utility TVA Aaa Stable $10.9 $27.4 $43.0

Increased political and regulatory intervention create uncertainty

We believe government support will be tested in Japan, Europe and in the U.S. as the aftermath of the
Fukushima nuclear crisis yields political and regulatory scrutiny over fleet safety. Evaluation of backup
safety systems, security of spent fuel storage and safe location of nuclear generation sites will be some of the
ftems reviewed,

In Europe, Moody’s notes that the European Union’s Energy Commissioner has called for all nuclear plants
across the EU and in neighboring countries to undergo stress tests to prove their safery. Moody’s will
monitor the outcome of these tests and safety reviews, and the implications they may have for nuclear plants
across Europe, including the additional costs from more stringent safety measures, which ac this stage seems
a likely outcome.

If significant costs are mandated by new regulations, the willingness of udlides and regulators to pass on
those costs, despite legal precedents, could create consumer backlash issues. While Moody’s still expects
operators will maintain a profile that ensures timely payment of debt service, heightened policical opposition
to nuclear generation could place significant pressure on a governing board’s supportiveness of nuclear asset
ownership.

Already, we see a number of governments asserting their rights to intervene in the sector. As critical
infrastructure assets, governments can easily move to slow the construction plans for new nudlear plants,
halt the extension of expiring plant licenses, or close certain operating plants while the ramifications of
events in Japan are evaluated.

The nature of government reactions to the nuclear accident to date varies substantially, bur in all instances
are viewed to be negative for credit. Several jurisdictions have already indicated a moratorium, delay or
review of proposed new nuclear developments. These includes countries such as China and India, which
represent the largest new nuclear construction opportunities. Other jurisdictions have reiterated their
support, such as South Africa and France. The most severe reaction has emerged in Germany, which has
traditionally been a heavily anti-nuclear jurisdiction.
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TABLE7
More supportive: Strong Directionality of support still Less supportive: Statements
statements of continued support;  develeping: Too early to conclude  indicate a reduced timeliness for
no immediate actions taken that  due to either conflicting licensing / permitting procedures
reduces timeliness of licensing / statements regarding support or no or other increases in regulatory
permitting procedures ctear directionality scrutiny.
France ~ United States Germany
South Africa United Kingdom India

Sweden South Korea

Finland

China

Past experiences of US governmental support

A reliable supply of electricity represents a critical infrastructure asset for all economies, so some degree of
evidence associated with governmental support and intervention in times of stress can be expected. Bur in
all cases, the magnirude of the response and scope of support remains uncertain. Nevertheless, over the past
few decades, there have been examples of support and intervention in the US that demonstrates federal or
state government willingness to step forward to mitigate worst case scenarios.

»

»

»

In 2000 - 2001, California ciperienced an energy crisis where electric utilities encountered a material
amount of financial distress. Two of the larger investor-owned utilities experienced a default.

Arguably, the sicuation could have gotten worse if the state didn’t take direct action. So, in 2001, due
to the absence of credit worthy counter parties (the utilities), the State of California stepped in with its -
General Fund and purchased power on behalf of the utilitics. The State then issued $11 billion of
municipal revenue bonds to reimburse the fund. Regulators also took action to restructure and
stabilize the power market.

Related to this crises, Seartle Light (the Aaa-rated Cicy of Seattle electric utility}, faced some financial
distress when low water levels combined with the enormous rise in the price of energy during the 2001
Power Crisis. Seartle Light had to procure replacement energy at prices well above cheir forecasted level
which created a significant budget gap. Seautle Light had authorization to utilize the city’s $1 billion
liquidity pool to assist in cash flow until water flows improved hydroelectric production and marker
pricing improved.

During the last nuclear build cycle, Duke Power experienced some financial distress as it was burdened
with significant new post-Three Mile Island regulacory costs and a high interest rate environment. The
State of North Carolina intervened by creating two joint municipal power agencies, North Carolina
Municipal Power Agency No.1 and North Carolina Eastern Municipal Power Agency, that issued over
$5 billion of rax-exempt bonds to assist in the completion of the nuclear units. '

After the 1973 Mideast oil embargo and a four-fold increase in oil prices, Con Edison experienced
some financial distress. The State of New York intervened by directing the New York State Power
Authority (NYPA) to buy, complete and operate two nuclear power plants that Con Edison was
building.

In a similar natural disaster experience, Encergy New Orleans experienced some financial distress
following the devastation caused by Hurricane Katrina. The utility recovered with the support of
government. The company's financial 2nd operational recovery was partly attributable to the receipt of
community development block grant funds, insurance proceeds following the storm, as well as the
credit supportive regulatory decisions on the part of the New Orleans City Council.
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Potential scenarios to consider

When considering the creditworthiness of our rated issuers, we incorporate a view regarding various
factors, such as event risk and government support. In addition, our ratings take into consideration
our expectations regarding the longer-term prospects for the sector in general, as well as for nuclear
power specifically. We acknowledge that the unfolding events in Japan are likely to influence the
ultimate implications for other jurisdictions, especially with respect to political intervention, regulatory
scrutiny and, most importantly, the general public’s sentiment.

Today, we see two principal scenarios related to the longer term prospect for nuclear power, both of
which are biased to the negative side. The first scenario is our base case scenario, where the reduction
in public sentiment and government support for nuclear power as a result of the Fukushima incident is
temporary, even though the overall cost structure for nuclear operators changes. The second scenario
is our downside case, where there is a material and more permanent decrease in both public sentiment
and political support for nuclear power.

TABLE 8
Illustrative scenarios

Base case

Downside Case

Fukushima resolution

Situation stabilizes and is contained over
near-term; radiation leakage and
contamination is controlled with little
additional impact on region; govemment
supports TEPCO with costs / liabilities.

Situation remains uncontrolied for an
extended period; radiation and
contamination spreads across wider regions;
TEPCO experiencesiess than full government
support.

Public sentiment

Less supportive but no material increase in
organized opposition,

Material swell of organized anti-nuclear
sentiment; increased NIMBY exposure; highly
politicized issue for government elections.

Political intervention

Increased, but temporary. Commissions and
studies provide political cover but most
governments remain supportive over longer-
term.

Increased for prolonged period of time;
significant legislation thwarts new nuclear
development plans and creates material
unintended consequences regarding higher
cost structure, making older plants
uneconomical. Elected officials abandon
previously supportive positions.

Regulatory scrutiny

Reviews and assessments aimed at lessons
learned; vulnerability mitigation based on
science and facts.

Reviews and assessments aimed at lessons
learned; vulnerability mitigation based on
science and facts, but forced to implement
new legislation which creates material
oversight burdens.
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The Davis-Besse reactor vessel head replacement reaction

In the US, we view the experience that occurred in 2004 at the Davis-Besse reactor (owned by First
Energy Baa3 senior unsecured / stable outlook) as providing guidance as to possible regulatory
responses to the Fukushima incident and the financial and operational implications for nuclear
generators. First Energy notified the US Nuclear Regulatory Commission (NRC) of significant
corrosion in its Davis-Besse reactor vessel head. The NRC promptly ordered all comparably designed
reactors to assess the status of their reactor vessel heads, Material costs were then incurred to replace,
often well in advance of any planned replacement, reactor vessel heads. Davis-Besse was off line for
approximately 22 months.

We believe it is conceivable that a similar review of reactor vulnerabilities could be ordered post
Fukushima, starting with the 35 GE boiling water reactors that share Fukushima’s design
characreristics and; reacrors locared on active fault lines or near coastlines or flood areas and with a
focus on spent fuel cooling pools. However, we also not that all operating reactors will be exposed to
increased regulatory scrutiny and, more importantly, potentially organized local opposition groups.

TABLE 9

Selected issuers with increased exposure to regulatory scrutiny and the estimated number of
GW's exposed**

Reactors comparable Reactors located near

to Fukushima design earthguake fault lines Reactors located near coasts
Exelon {~6.3 GW's) PG&E (~2.2 GW's) Dominion {~3.6 GW's)
TVA (~3.4 GW's) Edison Intl {~1.8 GW's) NextEra (~2.8 GW's)
Progress {~1.9 GW's) Entergy (~2.0 GW) Progress {~2.7 GW's}
Southern (~1.8 GW’s) Entergy (~2.7 GW)

Entergy (~1.5 GW's) PG&E (~2.2 GW's}

DTE (~1.1 GW's) Edison Intln {~1.8 GW's)
PSEG (~1.2 GW's) Constellation (~1.7 GW's}
NextEra {(~0.6 GW's) Exelon {~1.6 GW's)
Constellation {~0.6 GW's) PSEG (~1.3 GW's)

Xcel (~0.6 GW's)

*¥ W capacity can be repeated across columns. For example, PE&G Diabolo Canyon nuclear generation station is located near an arthquake fault
line and sea-level, whereas only some of Exelon's plants are similar reactor designs and some are located near sea-level,

The Three Mile Island reaction

We recall that after the Three Mile Island accident, the population quickly turned against nuclear
generation’s benefits in exchange for more safecy assurances. Significant political and regulatory
intervention resulted, and many utilities, which were in the middle of reactor construction, found
themselves being forced to redesign their plants. The impact on both utility ratepayers and investors
was material due to the delays and additional costs, significant portions of which were ultimately not
recoverable as regulators deemed them imprudent,
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Moody’s also expects that it is possible the government support model that was used in the U.S.
during the last building cycle could reappear should nuclear expansion in the U.S. falter. During the
1970s and 1980s several new state agencies were created to assist in the development of new nuclear
generation as their investor-owned counterparts were buried under cost overruns caused by the
significant cost increases blamed on the regulatory reaction to Three Mile Island.

For example, the two agencies in North Carolina (North Carolina Eastern Municipal Power Agency
and North Carolina Municipal Power Agency No . 1) were established to assist then beleaguered Duke
Power using tax-exempt debt to complete several nuclear plants. It is not surprising that in the U.S.
thus far, the two new nuclear projects that remain scheduled for a construction and operating license
{COL) in 2011 include municipal agencies.

From a credir rating perspective, the impact of the shifi in public sendment, the increase in political
and regulatory scrutiny and implications for financial metrics was severe. Although credit rating
downgrades can not be directly tied to nuclear implications in all cases, we observe that on average,
credit ratings for US utilities exposed to new nuclear development fell by 4-notches. In the chart
below, we show the number of issuers that were exposed to this negative rating activity and the
number of credit rating notch changes during the period of 1970 — 1990.

CHART 1
Rating changes for nuclear-exposed issuers between 1970 - 1990

12

hit

Conclusion

The nuclear generation sector operates within a “fraternity” structure, both globally and nationally,
where an operating system is viewed to be only as good as its weakest link. This collaborative
approach was born out of the Chernobyl and Three Mile Island accidents, when the sector realized a
strong safety record, which was a key ingredient to achieving a population’s acceptance of radiation
risk.

Today, one of the largest and more respected members of that fraternity, Tokyo Electric Power
Company (TEPCO), represents the weakest link. All nuclear operators, whether regulated utilities or
un-regulated power companies, will suffer the consequences that emerge from a post Fukushima
environment.
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Nevertheless, we believe our ratings and rating outlooks for the vast majority of affected issuers are
appropriate at this time. However, the accident at Fukushima represents a stark reminder of the
unpredictable liabilities that can result from nuclear-related misfortunes. Some issuers might require
stronger balance sheets and bolstered liquidity sources 1o maintain a given rating. Governmental
support arrangements and the benefits of rate setting autonomy and strong contractual relationships
with customers might also be revisited.

We see the Fukushima accident creating a material amount of contagion risk which is now
reverberating across the global regulated utility and un-regulated power industry sectors. These risks
include:

»  increased political intervention;
»  an expectation for increased regulatory scrutiny;

»  potential delays (which are highly correlated to increased costs) associated with established
licensing and permitting protocols; and

»  emboldened opposition groups.

Once the events unfolding in Japan are stabilized, extensive technical and engineering reviews to assess
all reactor vulnerabilities are likely. Bur the magnitude of any assessment is highly subject to political
influences which, in turn, are highly susceptible to changing social demands. We believe Fukushima
could ignite a popular backlash against nuclear generation, the implications of which should not be
taken lightly. New nuclear generation is already more expensive to build than most other sources of
electricity, its liability insurance is effectively socialized and material questions are being raised
regarding its waste products.

The benefits of nuclear power include competitive margin power costs, strong base-load operating
characteristics and a favorable environmental footprint. But Fukushima is a sobering reminder of the
downside characteristics refated to nuclear power, primarily accidental releases of radiation and
challenges in managing spent fuel wastes. Prospectively, we expect delays and increased scrutiny for
issuers in the process of obtaining new operating licenses or operating license extensions.
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Appendix A: Assessing the implications of event risk for japanese electric utilities

Tokyo Electric Power Co. (TEPCO, Baal- on review for possible downgrade), as the owner of the
troubled Fukushima nuclear power plant, is the company most clearly exposed to increased costs
associated with rebuilding currently lost generating capacity, decommissioning its damaged reactors
and replacing those power supplies. Even if TEPCO is able to bring the Fukushima Daiichi plant
under control without further damage and environmental contamination, the company’s cash outflows
will be greater than they otherwise would be for several years owing to the high costs for replacement
power and higher capital spending for repairs and new generating plants. Other utilities in Japan may
also be affected by greater government scrutiny, tighter power supplies, and regulatory lag for rate
increases to recover higher costs for fuel and purchased power. Nevertheless, we expect strong
government support to continue, which includes the liquidity support provided by the Japanese
megabanks.

Prior to the crisis, all Japanese electric utilities were rated Aa2 stable, even though their financial
profiles compared weakly with peets in Europe and the US, as they are characterized by higher leverage
ratios, lower cash flow credit metrics, and weaker internal liquidity profiles. These weaknesses were
offset by greater government support, more sure cost recovery mechanisms, and the monepoly
business framework established under Japan’s Electric Utility Law.

Today, all of the Japanese eleceric udilities and one gas distribution utility {Tokyo Gas Company Aal)
are under review for possible downgrade. Another Japanese gas distribution utility, Osaka Gas Co.
Lid., had its rating outlook to negative from stable.

TEPCO’s credit quality depends on the near and longer-term financial impact of the disaster, and the
company’s ability to sufficiently raise rates to recover its elevated expenses. While we believe that
TEPCO will eventually recover its costs, we expect a sustained period of weaker financial performance.
Moreover, TEPCO will be heavily reliant on external liquidity sources from the Japanese banking
system and/or the Japanese government. Most importantly, a full recovery is not necessarily assured.
Aside from the risk that the company may need to permanently absorb some costs, TEPCO could also
be exposed to additional liabilidies.

TABLE 10
Japanese utility ratings, rating outlooks and selected financial metrics (3-yr average)

Dabt / CFQ pre-wic

Issuer Rating Qutlook Cap. f Debt
TEPCO Baal RUR - down 79% 8%
Chubu Aaz RUR - down 64% 14%
Kansai Aaz RUR - down 70% 14%
Chugoku Aa2 RUR - down 74% 7%
Hokuriku Aaz RUR - down 75% 11%
Kyushu Aa2 RUR - down 1% 1%
Hokkaido Aa2 RUR - down % 4%
Okinawa Aaz RUR - down 64% 12%
J-Power Aa2 RUR - down 78% 11%
Tokyo Gas Aal RUR - down 47% 28%
Osaka Gas Aaz Negative 47% 26%
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The full extent of infrastructure damage within Japan is unknown, and the government’s ultimate
response to TEPCOs situation is unknown. From a credit rating perspective, the electric uriliry
sector in Japan has beneficted from che strong and consistenc support provided by the government.
The sector operates under the Electric Utility Law, which provides strong assurance for cost recovery
under a vertically integrated (generation, transmission and distribution), monopoly ucilicy framework.

We continue to incorporate a view that government suppert will remain strong, but we are also
mindful of che government re-assessing its own internal policies and agenda given the enormiry of this
natural disaster. While we understand thac utilities are compensated for damages caused by nuclear
reactor operations through an indemnity agreement with the government, we are concerned with the
scope of the infrastructure damage and how TEPCO will be able to raise its rates {on its remaining
customers) to ensure financial recovery on a timely basis.

We see a prolonged period of rolling power outages and grid reliability problems. This risk is net a
primary credit rating consideration, but it will impact near-term cash flows and could conrribute to
increased complaints from consumers and industry, and potentially hamper the long-term recovery
effort. A less reliable electric grid could contribute to supply chain issues and impact other important
exporting sectors, such as automobile manufacturing, technology, chemicals, pharmaceuticals and
steel®.

A weakening of the political and regulatory support framework or cost recovery mechanisms in Japan
could create negative credit pressure on the other Japanese electric utilities, all of which are currendy
under review for possible downgrade.

% Recall, Japan is home to the Japan Steel Works, one of the few manufacturers of ultra-heavy forgings, which are critical for developing large generation assets, such as

nucleat and coal plants.

STAFF 005308

FPL RC-12
L.~ -~}
16 APRILY, 201 SPECIAL COMMENT: RE. EVALUATING CREDNT WORTHINESS FOR GLOBAL NUCLEAR CENERATORS: PGST FUKUSHIMA POLITICAL INTERVENTION

DEPENDS LARCELY ON SOCIETY S WILLINGNESS TO ACCEPT RISKS

120015 Hearing Exhibits - 01695




MOODY'S INVESTORS SERVICF GLOBAL INFRASTRUCTURE FINANCE

Appendix B: Initial Examples of Political intervention

Germany's nuclear power moraterium
In Germany, the government ordered a three-month moratorium on lifetime extensions of nuclear
power stations and a temporary shutdown of seven nuclear plants. This is credit negative for the four

owners and operators of German nuclear generation facilities, E.ON (A2 stable), RWE (A2 negative)
EnBW (A2 stable},and Varttenfall (A2 stable).

»  The order pardally reverses Octobet 2010 legislation permitting the lifetime extension of
Germany’s 17 nuclear power plants as a way to reduce carbon emissions.

»  The seven affected plants were commissioned before 1980, EnBW owns two plants (GKN 1 and
KKP1), RWE owns two plants (Biblis A and B), and E.ON owns two plants outrighe (Isar 1 and
Unterweser), and has a minority stake in a third, Brunsburtel, which is controlled by Vattenfall.

»  The temporary shutdown will immediately impact the utilities” cash flows, as actual power
generation will fall short of plan, Aggregate cash flow lost by E.ON, RWE, and EnBW from the
three-month suspension will be roughly 1.6% of the approximately €20 billion in funds from
operations they generated in aggregate in 2010.

»  ‘The aggregate shortfall in outpuc will be approximately 11 terawart hours, just under 2% of the
country’s annual energy consumption. The utilities will need either to increase output at other
plants, or make up the difference through purchases in the market. Neither offers any upside for
the utiliries: in cases where such market purchases are made at prices above the forward sale price
achieved, the udility will incur a loss; additional power produced in-house is likely to be at a lower
margin.

The moratorium and safety review declared in Germany will likely presage substantial changes in the
shape and scale of nuclear power generation in the country. Following the three-month moratorium
and review, it is possible that previously approved lifetime extensions of these plants are rescinded,
which would increase the credit negative impact on nuclear power plant operators. This would also
have a significant effect on the generation mix in Germany, and the price of power and carbon
dioxide.

The actions of the German government highlight differences in the social and political acceptance of
nuclear generation across Europe. While stressing an intent to learn from the implications of the
disaster in Japan, neither UK or French authorities seem likely 1o call for near-term power plant
shutdowns. In the meantime, the European Union’s Energy Commissioner has called for all nuclear
plants across the EU and in neighboring states to undergo stress tests to prove their safety. These are
likely to result in additional costs from more stringent safety measures, a somewhat more manageable
(?)credit negative for the industry.

South Korea's evaluation of safety procedures
In Korea, the president ordered inspections for all four of Korea Hydro and Nuclear Power's (KHNP:
Al stable) nuclear-power plants (approximately 20GW’s total capacity) to quell rising public anxiety.

In addition, the Korean government is requiring all new plants to cope with more powerful

earthquakes.
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»  Nuclear power accounts for only about 4% of Korea's total fuel costs but generates nearly ene-
third of its electricity.

»  The Korean government has plans to reduce its dependence on fuel imports and meet its goals for
reduced emissions by increasing the share of nuclear energy in its total fuel consumption.

»  The generation targets are 39% by 2015, 46% in 2020, and 48% in 2022.
»  Nuclear's share of generation was 31% in 2010.

KHNTP is Korea’s only nuclear-power generating company and a wholly owned subsidiary of state-run
Korea Electric Power Company (KEPCO, Al stable). KHNP has plans to build seven new nuclear
reactors.

KHNP said strengthening its new nuclear reactors as protection against large earthquakes will raise its
design costs alone by at least KRW100 billion ($90 billion). KNHP estimated the cost of changing a
planned reactor’s blueprint 1o withstand a 7.0-magnitude earthquake rather than the existing 6.5-
magnitude specifications would be “considerable.” Japan’s earthquake on 11 March measured 9.0.

It is not yet clear whether Korea will slow or curtail its future nuclear development, but costs to ensure
compliance with more stringent safety regulations will only increase. Moreover, KHNP has been
active in exporting its nuclear know-how and has won bids to construct or refurbish plants in Finland,
Romania, and the United Arab Emirates.

Other country responses

China has significantly stepped up its investment in nuclear plants over the past few years, as an
alternative to its current highly polluting coal-fired generation and to help it meet its commitments to
reduce CO2 emissions. For the most part, China has essentially exhausted most of its hydropower
development opportunities {they have development projects underway or already identified) and other
sources of clean energy still have reliability and intermittency challenges.

»  Today, nuclear generation accounts for about 2% of total power generation in the country.

»  These are the projects scheduled to be launched in 2012 and 2013 (none in 2011}

- 2012:
» Hongyanhe 4X 1110MW
= Ningde 4 X 1000MW
- 2013
®»  Sanmun Phase 1 2 X 1250MW/
»  Fugqing Phase 1 2 X 1080MW
& Fangjiashan 2 X 1080MW
®  Yangjiang 6 X 1000MW
®»  Taishan 2X 1750MW
»  Shidaowan 1 X 2000MW?
STAFF 005310
FPL RC-12
1| APRILZ, 20T SPECIAL COMMENT: RE-EVALUATING CREDIT WORTHINESS FOR GLOBAL NUCLEAR GENERATORS: POST FUKUSHIMA POLUTICAL INTERVENTION

DEPENDS LARCELY GN SOCIETY'S WILLINGHNESS TO ACCERT RISKS

120015 Hearing Exhibits - 01697



MOGDY'S INVESTORS SFRVICE GLOBAL INFRASTRUCTURE FINANCE

Even if these projects commence operations, nuclear power will account for about 5% to 6% of total
power generated. So, putcing all of them on hold will not affect power supply much, Although the
Chinese power groups are reluctant to halt or delay the launch given the huge investments, the
Premier ordered a review of the operating plants and projects under construction, and suspended new
projects applications.

Separately, the prime ministers of both Thailand and Indonesia said the Japanese catastrophe would
affect their decisions on whether co build nuclear power plants.
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TABLET
Municipal Senior Muni Nat My
Participant Debt Rating Narne Of Plant Operator Mw Ownership{1}
Austin Al South Texas Project 1 STP Nudlear Opco 1280 16.0
South Texas Project 2 STP Nudlear Opco 1,280 16.0
Dalton Aad Hatch 1 Georgia Power 776 2.2
Vogtle 1 Georgia Power 1,169 14
Florida Municipal Power Agency(2) A2 Stlucie 2 Florida P&L 839 88
Gainesville ,FL. Aa2 Crystal River3 Florida P&L 825 14
Long Island Power Authority A3 Nine Mile Point 2 Constellagion Generation 1148 18.0
Los Angeles (LADWP) Aa3 Palo Verde Arizona Public Service 3,872 57
SCPPA(S) Al Palo Verde Arizona Public Service 3,872 59
Salt River Project Aal Palo Verde Arizona Public Service 3,872 175
Massachusetts Municipal Wholesate A3 Seabrook FPL Group, Inc. 1,245 6
Mlstone 3 Dominicn 1,233 48
Municipal Electric Auth of Georgia Al Vogtle 1 Georgia Power 1152 227
Vogtle 2 Georgia Power 1,159 227
Hatch 1 Georgia Power a76 7.7
Hatch 2 Georgia Power 883 7.7
Nebraska Public Power District Al Cooper NPPD (Entergy) 767 100.6
North Carolina Municipal Power Agency 1 A2 Catawba 1 Duke 1145 75.0
McGuire 1 Duke 1180 4.0
McGuire 2 Duke 1180 4.0
N.C. Eastern Municipal Power Agency Baal Brunswick 1 Progress Energy 821 18.3
Brunswick 2 Progress Energy 821 183
Harris 1 Progress Energy 900 16.2
Omaha Public Power District Aal Fort Calhoun OPPD 484 100.0
Orlando Utilities Commission Aal Crystal River3 Progress Energy Energy 825 15
St.Lucie 2 Florida Power & Light 839 6.0
Piedrmont Municipal Power Agency (4) Baal Catawba 1 Duke 1129 50
Catawba 2 Duke 1129 25.0
McGuire 1 Duke 1,129 5.0
McGuire 2 Duke 1129 5.0
South Carclina Public Service Authority AaZ Summer South Carolina Electric 8 Gas 660 333
San Antonic Aal South Texas Project 1 South Texas Operating Co. 1,251 40,0
South Texas Project 2 South Texas QOperating Co. 1,251 40.0
Energy Northwest Aaa Columbia River -2 ENW 1,190 100.0

1. Net investments in ownership listed as % total utility mvestments,
2. FMPA has several different project bonds; FMPA's 5t. Lucie project bonds represent parchase of ownership interest in 5t. Lucie

3. NCMPA No. 1 has 75% ownership interest in Catawba No. 2; also agency has refiability exchange agreements to provide equal participation
4. Pledmont Municipal Power Agency has a 25% ownership interest in Catawba 2; and a similar reliabRity exchange with Duke for an equal amount of power from McGuire 1 & 2 and Catawba 1.
S. SCPPA has several different project bands with different participants and different percentage ownerships in each project.
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Mo Plant Name Age License Expires tssuer Gwner
1 Browns Ferry 1 37 12/2G/2033 TvA

2 Browns Ferry 2 36 6/28/2034 TVA

3 Browns Ferry 3 34 7/2/2036 TVA

4 Brunswick 1 34 9/8/2036 Progress

5 Brunswick 2 36 12/27/2034 Progress

6 Clinton 1 23 9/29/2026 Exelon

7 Columbia Generating Station 26 12/20/2023 Energy North
8 LCooper 37 1/18/2034 NPPD

9 Dresden 2 20 12/22/2029 Exelon

10 Presden 3 40 112/2031 Exefon

1 Duane Arnold 37 2/21/2034 NextEra
12 Fermi 2 25 3/20/2025 DTE

13 FitzPatrick 37 1017/2034 Entergy
14 Grand Guif 1 27 11/1/2024 Entergy
15 Hatch 1 37 8/6/2034 Southern
16 Hatch 2 36 6/13/2038 Southern
v Hope Creek 1 24 4/11/2026 PSEG

18 La Salie 1 28 4/17/2022 Exelon

19 La Salle 2 27 12/16/2023 Exelon
20 Limerick 1 25 10/26/2024 Exelon

21 Limerick 2 21 6/22/2029 Exelon

22 Monticelio 40 9/8/2030 Xcel

23 Nine Mite Point 1 36 8/22/2029 Constellation
24 Nine Mile Point 2 23 10/31/2046 Constellation
25 Oyster Creek 20 4/9/2029 Exelon

26 Peach Bottom 2 37 8/8/2033 Exelon

27 Peach Bottom 3 37 7/2/2034 Exelon
28 Perry 1 24 3/18/2026 First Energy
29 Pilgrim 1 38 6/8/2012 Nextera
30 Quad Cities 1 38 1214/2032 Exelon

3 Quad Citfes 2 38 12/14/2032 Exelon

32 River Bend 1 25 B8/29/2025 Entergy
33 Susquehanna 1 28 7/17/2042 PPL

34 Susguehanna 2 27 3/23/2044 PPL

35 Vermont Yankes 39 3/21/202 Entergy

Source: httn./{www nrc. goy/reactors/operatingslist-power-reactor-units htrmi NRC Information Digest (NUREG-1350, Volume 22), Apperidix A: U.5. Commercial Nuclear Power Reactors
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Special Comments on Liquidity/Hedging:

»  Liquidity; A Key Component to Investor-Owned Utiliev Ratings and Credit Quality, Seprember

2010 (127546
»  Refinancing Risk for Unregulated Power: All Eves Qpn 2012, March 2010 (123877)

»  LLS. Electric G&T Cooperatives Not Immusne to Liquidity Congerns. February 2010 (1232453)
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2012 Marities Approach, Ocrober 2009 {120596)

»  Right-Way Hedging for Power Companies, June 2009 {117978)

Special Comments on Natural Gas:
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»

»

»

Special Comments on Environmental Risks:
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»

»

To access any of these reports, click on the entry above. Note that these references are current as of the date of publication of
this report and that more recent reports may be available, All research may not be available to all clients.
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WITHOUT MOQDY'S PRIOR WRITTEN CONSENT. All information contained herein is obtained by MOODY'S from sources
believed by it to be accurate and reliable. Because of the possibility of human or mechanical errar as well as other factors,
however, all information contained herein is provided “AS 15" without warranty of any kind. MOCDY'S adapts all necessary
measures so that the information it uses in assigning a tredit rating is of sufficient quality and from sources MOODY'S
considers to be reliabie including, when appropriate, independent third-party sources. However, MOQDY'S is not an auditor
and cannot in every instance independently verify or validate information received in the rating process. Under no
circumstances shall MOODY'S have any liability to any person or entity for (a) any loss or damage in whole or in part caused

by, resulting from, or relating to, any error {negligent or otherwise) or other circumstance or contingency within ar outside the
control of MOODY'S or any of its directors, officers, ermployees or agents in connection with the procurement, collection,
compilation, analysis, interpretation, communication, publication or delivery of any such information, or (b} any direct, indirect,
special, consequential, compensatory or incidental damages whatsoever fincluding without limitation, lost profits), even if
MOODY'S is advised in advance of the possibility of such damages, resulting from the use of or inability to use, any such
information. The ratings, financial reporting analysis, projections, and other observations, if any, constituting part of the
information contained berein are, and must be construed solely as, statements of apinion and not statements of fact or
recommendations to purchase, sell or hold any securities. Each user of the information contained herein rmust make its own
study and evaluation of each security it may consider purchasing, holding or selling. NO WARRANTY, EXPRESS OR IMPLIED, AS
TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF
ANY SUCH RATING OR OTHER OPINION OR INFORMATICN [5 GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER
WHATSOEVER.

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation {*MCO"), hereby discloses that most issuers of
debt securities (including corporate and municipal bonds, debentures, notes and commercial paper} and preferred stock rated
by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating services rendered by it fees ranging
from $1,500 to approximately $2,500,000. MCQ and MIS also maintain policies and procedures to address the independence
of MIS's ratings and rating processes. Information regarding certain affiliations that may exist between directors of MCO and
rated entities, and between entities who hotd ratings from MIS and have also publicly reported to the SEC an ownership interest
in MCO of more than 5%, is posted annually at www.rmoodys.com under the heading “Shareholder Relations — Corporate
Governance — Director and Shareholder Affiliation Policy.”

Any publication into Australia of this document is by MOODY'S affiliate, Moody's Investors Service Pty Limited ABN 61 003
399 657, which holds Australian Financial Services License no. 336969. This document is intended to be provided only to
“wholesale clients" within the meaning of section 761G of the Corporations Act 2001. By continuing to access this document
from within Australia, you represent to MOODY'S that you are, or are accessing the document as a representative of, a
“wholesale client” and that neither you nor the entity you represent will directly or indirectly disseminate this document or its
contents to “retail clients" within the meaning of section 761G of the Corporations Act 2001.

Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moody's Japan K.K. ("M]KK"} are MJKK's
current opinions of the relative future credit risk of entities, credit commitments, or debt or debt-like securities. In such a case,
"MI5" in the foregoing statements shall be deemed to be replaced with "MJKK".

MJKK is a wholly-owned credit rating agency subsidiary of Moody's Group Japan G.K,, which is wholly owned by Moody's
Overseas Holdings Inc., a wholly-owned subsidiary of MCO.

This credit rating is an opinion as to the creditworthiness or a debt obligation of the issuer, not on the equity securities of the
issuer or any form of security that is available to retail investors. It would be dangerous for retail investors to make any
investment decision based on this credit rating. If in doubt you should contact your financial or other professional adviser.
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Research Update:

FPL Group Inc. Downgraded To 'A-' From 'A’,
Oftf CreditWatch; Outlook Stable

Overview

* We downgraded and removed from (reditWatch nsagative FPL Group Inc. (FPL)
and subsidiaries to 'A-' from 'A' based on greater reqgulatory risk at
utility subsidiary Florida Power & Light {FP&L) and growing investments
in unregulated assets under subgidiary FPL Group Capital. The outlock is
stable,

* The deteriorated business risk profile is now 'strong' ingtead of
texcellent'.

* We affirmed the 'A' ratings on Florida Power & Light's first mortgage
bonds .

¢ The financial risk profile remaing 'intermediate' and should remain
robust enough to support the new ratings if the company remains
diseciplined in its pursuit of growth at merchant energy producer and
marketer NextEra Energy Resources.

Rating Action

On March 11, 2010, Standard & Poor's Ratings Services lowersd its corporate
credit rating on FPL and subsidiaries to 'A-' from 'A'. At the same time, we
removed the ratings from CreditWatch with negative implications whexe they
were placed on Jan. 14, 2010 following an adverse rate case ruling for FP&b.
We affirmed 'A' secured debt rating on FP&L, and revised the recovery rating
on this debt to 'i+' from 'l' based on an updated recovery analysgis. Juno
Beach, Fla.-based FPL has about $19 billion of debt outstanding.

Rationale

FPL's credit fundamentals on itg regulated utility side have been among the
astrongest in the U.S., due primarily to low regulatory rigk and an attractive
service territory with healthy economic growth and a sound business
environment. Both of those pillars have been weakéned in the past year as
Florida, and FP&L's service territory in particular, have suffered during the
recession, and regulators have responded with decisions that reflect more
intense political influence over the regulatory environment, Maintaining
financial strength despite regulatory setbacks and a slowly improving economy
in Florida will be challenging. In addition, the balance between regulated
utility operations and unregulated businesses is projected to trend in favor
of the riskier merchant generation, marketing, and trading activities as lower
returns and higher regulatcry risk in Florida lead to changes in capital
allocation decisions. This will erode FPL's business risk profile, which we
now deem to be 'strong' instead of 'excellent'.

Standard & Poor’s | RatingsDirect on the Globat Credit Pertal | March 11, 2010 2
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Research Update: FPL Group Inc. Downgraded To "A-' From 'A°, Off CreditWatch; Outlook Stable

The ratings on FPL reflect the strength of the regulated cash flows from
integrated electrig utility FP&L, and the diverse and substantial cash
generation capabilities of its unregulated operations at subsidiary NextEra.
FP&L is expected to contribute less than half of the consolidated credit
profile and has better business fundamentals than most of its integrated
electric peers, with a slightly better-than-average service territory, sound
operations, and a ¢redit-supportive regulatory environment. The company’s
willingness to expand through acquigitions, fluctuating cash flows from
NextEra's rapidly-expanding portfolio of merchant generation assets and
growing marketing and trading activities, and the utility's significant
exposure to natural gas detract from credit gquality. Standard & Poor's
characterizes FPL's business profile as 'strong' and its financial profile as

"intermediate'. (Our methodology applies the terms 'excellent,' 'strong, '
'satisfactory, ' 'fair,' ‘weak,' and 'vulnerable' to characterize business
risk, and 'minimal,' ‘wedest,’' 'intermediate,' ‘significant,® 'aggressive,'

and 'highly leveraged’' to characterize financial profiles.)

Business risk is anchored by the company's c¢ore electric utility
operations in Florida, which exhibit strength in almost every area of
analysis: the service territory has fared better than most of the rest of the
country, although it is lagging in this recessionary environment., the customer
mix is mostly residential and commercial, costs and rates are low, and
reliability and customer satisfaction are high. While not immune to overall
economic trends, we expect Florida to remain attractive to people and jobs
over the long term. A large and growing reliance on natural gas to fuel
utility generation could, over time, turn from an advantage {because of its
favorable environmental gtatus) to a weaknegs if gas prices continue to
significantly fluctuate and rise over time. Regulatory risk, the most
important risk a utility faces, hap been well managed at FP&L but has risen of
late as regulators have reacted to weak economic conditions and keener
attention in the political arena with a series of decisions for FP&L that fall
short of the very sound record of past support for credit guality.

NextEra, the main subsidiary under unregulated Group Capital, engages in
electric generation, marketing, and trading throughout the U.8. WextEra's
focus is on geographic and fuel diversity and on developing environmentally
advantageous facilities that could benefit from climate change political
trends. The merchant generator'!s capacity of more than 18,000 MW consists of
more than 40% wind turbines, a little over one-third natural gas-fired
stations, and the rest mainly nucleayr facilities. Three-guarters of the wind
projects, one-third of the natural gas capacity, and three of the four nuclear
units operate under largely fixed-price, long-term contracts. The rest of the
portfolio, iancluding one nuclear plant, is merchant capacity that is exposged
to market prices for its output. While a policy of actively hedging the
commodity price risk of plant inputs and cutputs helps to dampen the risks
agpociated with energy merchant activities, there is an inherent rigk level at
NextEra that cannot ke avoided. BSuch risk permanently hinders credit guality,
especially in light of the growing influence of marketing and high-risk
proprietary trading results in NextEra's earnings and cash flows,

We believe the governance and financial policies used to manage risk are
adequate. FPL's financial profile is characterized by very healthy credit
metrics, ample liguidity, and a management attitude toward credit quality that

www.standardandpoors.com/ratingsdirect 3
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supports ratings. Importantly, sophisticated, but complex, financial
structures empleyed at the project level substantiate significant off-credit
treatment of largely non-recourse debt at NextEra. Any indication that FPL
management would use its own financial reseources to aid a troubled project in
gupport of gtrategic objectives could lead Standard & Poor's to reevaluate the
adiustments made to FPL's reportad debt. Large adjustments ars also factored
into the credit analysis regarding hybrid debt instruments and power purchase
agreements at FP&L. Adjusted credit metrics in current eéconomic and market
conditions support the 'intermediate® financial profile. The metrics are
expected to remain steady, including funds from operations {FFG) to debt of
around 25% and debt-to-capitalization below 50%.

Short-term credit factors

The short-term rating on FPL is 'A-2'. FPL's available cash flow is not
sufficient to fund its large capital expenditure plans and dividends and is
expacted to remain that way for the foreseeable future. FPL has ample
ligquidity with $6.4 billion of revolving bank facilities maturing mainly in
2013, and a %250 million revelving term lean maturing in 2011. Alwost $4.4
biliion of liquidity was available as of Dec. 31, 200¢, including $238 million
of cash and equivalents on the balance sheet. The facilities support
commercial paper programs at FP&L and Capital and letters of credit. By
analyzing a stress scenario to assess FPL's ligquidity adeguacy to cover
exposure to adverse market and credit events, Standard & Poor's expects that
the company has sufficient liquidity under these conditions. The company's
maturity schedule subsides over time, with maturities peaking at over 52
billion during 2011.

Qutlook

The outlook on FPL and subsidiariee is stable and reflects a business profile
that is increasingly dominated by higher-risk merchant energy activities and a
utility that still presents an above-average c¢redit profile compared to its
U.5, peers. We would consider a negative outlook if some combination of
worsening regulatory risk at FP&lL, deteriocrating eperaticnal efficiency at
NextEra, investment decisions that favor NextEra over FP&L to an even greater
degree, or pooy financial performance because of the Florida economy,
unfavorable energy markets, or risk management missteps indicate that the
credit profile is likely to decline. We could consider a positive outloeck if a
dramatic shift in the Florida economic, political, ahd regulatory environment
appeares to be sustainable over a long time horizon and affirmative steps are
taken to reduce risgk at NextEra.

Related Research

Criteria Methodology: Business Risk/Financial Risk Matrix Expanded,
RatingsDirect May 27, 2008
Asgesging U.8. Utility Regulatory Environments, RatingsDirect, Kov. 7, 2008.
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Ratings List
Downgraded; CreditWatch/Cutlook Action

To From

FPL Group Inc.

Corporate Credit Rating A-/Stable/-- A/Watch Neg/--
FPL CGroup Capital Inc.
Florida Power & Light Co.

Corporate Credit Rating A-/Stable/a-2 A/Watch Neg/A-1
FPL Fuels Inc.

Commercial Paper A-2 A-1/Watch Neg
FPL Group Capital Inc.

Senior Unsecured BEBB+ A-/Watch Neg
Junior Subordinated BEB BRB+/Watch Neg
Commercial Paper A-2 A-1/watch Neg
FPL Group Capital Trust I

Preferred Stock BBEB BBE+/Watch Neg
Florida Power & Light Co.

Preferred Stock BBR BBB+/Watch Neg
Commercial Papex A-2 A-1/Watch Neg

Ratings Affirwed; CreditWatch/Cutlock Action

To From
Florida Power & Light Co.
Senior Secured A A/Watch Neg
Recovery Rating 1+ i

Complete ratings information is available to RatingsDirect on the Global
Credit Portal aubscribers at www.globalcreditportal.com and RatingsDirect
subscribers at www.ratingsdirect.com. All ratings affected by this rating
action can be found on Standard & Poor's public Web site at

www . standardandpoors.com. Use the Ratings search box located in the left
colunmn.
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Analysis

UNITED STATES
Americas

December 2004

Michael G. Haggarty 1.212.553.1653
James Hempstead
Daniel Gates

Entergy Corporation

Risks/Weaknesses

* Recenty announced stock buyback program will increase leverage over the near term.

* Domestic utlity rate proceedings entail regulatory risk, most recently demonstrated by dismissal of an Entergy
Gulf States rate case by the Texas Commission.

* FERC investigations of Entergy affiliate transactions and past wholesale power wansacdons, and new FERC tests
for market power, heighten regulatory uncertainty at the federal level.

* Disputes over producdon cost allocation among the utilities and inidal Administradive Law Judge decision raise
questons about Entergy's System Agreement.

*  Substandal capital spending will be required to meet capacity needs throughout service territory.

* A concentration of industrial customers, pardcularly in the chemical, refining, and oil & gas sectors, and below
average demographics, make Entergy more susceptible to economic cycles. Entergy has also experienced the loss
of some industrial customers to cogeneration.

* High cost power purchase agreements in place at some utility subsidiaries with affiliate System Energy Resources
Inc (SERI).

Opportunities/Strengths

¢ Stong balance sheet, moderate leverage, stable cash flows, and improved financial metrics.

*  Most major utility subsidiaries exhibit strong financials and solid debt service coverage ratios, particularly Entergy
Arkansas and Entergy Louisiana, both recently upgraded.

*  The company maintains a stable rating outlook at the parent and all of its rated subsidiaries.
*  Regulated businesses provide the predominant component of overall earnings and cash flow.

¢ Competitive businesses, including unregulated nuclear business and Entergy-Koch joint venture, have been suc-
cessful and have substantially contributed to consolidated cash flow in recent years.

* Sale of Entergy-Koch Trading and the Gulf South Pipeline will reduce volatility of earnings and cash flow.
*  Since 1998, Entergy management has successfully executed its strategy of exiting international businesses and ter-

minating greenfield power development, posidoning the company well and enabling it to focus on improving its
domestic utilities and growing its competitive nuclear business.

i‘%ﬂ“ Moody’s Investors Service
,i;,_f.,? Global Credit Research STAFF 005358
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Company Fundamentals

Entergy Corporation (Entergy) is an integrated energy holding company registered under the Public Utdlity Holding
Company Act (PUHCA) that operates through three business segments: U.S. Utility, Non-Utlity Nuclear and Energy
Commodity Services (Entergy-Koch, LP and non-nuclear wholesale assets). On November 1, 2004, Entergy-Koch
sold its energy trading business to Merrill Lynch and on November 22 agreed to sell Gulf South Pipeline, LP to Loews
Corporation. Entergy's U.S. Utility business remains the predominant contributor to cash flows from operations.
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U.S. UTILITY (82% OF REVENUE, 52% OF NET INCOME IN 2003)

Entergy's domestic udlity business consists of five wholly-owned domestic retail electric utility subsidiaries: Entergy
Arkansas (EAD, Entergy Gulf States (EGSI), Entergy Louisiana (ELI), Entergy Mississippi (EMI), and Entergy New
Orleans (ENOI). Combined, these regulated utilides provide retail electric service to approximately 2.6 million cus-
tomers in portions of Arkansas, Louisiana, Mississippi, and Texas. In additon, Entergy Gulf States and Entergy New
Orleans provide natural gas service in Baton Rouge and New Orleans, respectively. Entergy’s domestic electric utility
business derived 36.3% of its revenue from residential customers, 28.1% from industrial customers, 25.5% from com-
mercial customers, and the remainder from wholesale and governmental customers in 2003.

Entergy also owns 100% of the voting stock of System Energy Resources Inc. (SERI), an Arkansas company that
owns and leases an aggregate 90% undivided interest in the Grand Gulf One nuclear station. SERI sells all of the
capacity and energy from its interest in Grand Gulf One at wholesale rates to its only customers: EAI, ELI, EMI, and
ENOIL Because these utilities are interconnected, generation is joindy dispatched to make the most efficient use of
their assets. SERI's wholesale power sales are subject to the jurisdiction of FERC. SERI's creditworthiness is for the
most part dependent on the creditworthiness of the operating subsidiaries to which it provides power under purchased
power agreements. In addition, Entergy also provides financial support to SERI through a Capital Funds Agreement
in which Entergy agrees to provide SERI with sufficient capital to maintain SERI's equity at a level of at least 35% of
total capitalization, permit the continued commercial operation of Grand Gulf One, and pay in full all indebtedness
for borrowed money at SERI when due. Additional details on SERI are provided in the Appendix.

NON-UTILITY NUCLEAR (14% OF REVENUE, 32% OF NET INCOME IN 2003)

Through its unregulated subsidiaries, Entergy engages in domestic non-utility nuclear generation. With ownership of
five nuclear generating facilities in the northeastern part of the U.S., the non-utility nuclear business has an aggregate
generatdng capacity of 4,001 MW, All of the power generated is sold to wholesale customers. To mitigate power price
risk, Entergy Nuclear enters into short-term and long-term power purchase agreements with third parties for much of
this power. The percentages of planned generation sold forward from 2005-2007 are 95%, 79% and 51% respectively.

2 Moody's Analysis STAFF 005359
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ENERGY COMMODITY SERVICES (2% OF REVENUE, 19% OF NET INCOME IN 2003)

The Energy Commodity Services business includes the Entergy-Koch LP joint venture (A3 senior unsecured), which
is 50% owned by Entergy and 50% owned by subsidiaries of Koch Industries, Inc. The joint venture commenced
operations in 2001 and had been engaged in energy marketing and wrading and gas transportation and storage services.
The company's commodity wading operations traded power, gas, weather derivatives, and other energy related com-
modities and services, while its gas transportation and storage business was carried out through Gulf South Pipeline. In
additon to Entergy-Koch, Energy Commodity Services consists of the company’s non-nuclear wholesale asset busi-
ness, which owns and operates unregulated power plants with generating capacity of approximately 1,647 MW for sale
in the wholesale power market. The percentages of this capacity sold forward for 2004-2007 are 62%, 58%, 42% and
33%, respecdvely. The joint venture had performed well through 2003; however, beginning in 2004 Entergy no
longer received a preferred return from the joint venture, but instead shared the earnings on a 50/50 split with Koch.
In November 2004, Entergy-Koch, LP sold its energy trading business as well as the Gulf South Pipeline.

ENTERGY'S CORE DOMESTIC UTILITY BUSINESS CONTINUES TO PROVIDE STABILTY AND REMAINS THE
MAJOR SOURCE OF OPERATING INCOME AND INTERNALLY GENERATED FUNDS

Entergy's domesdc utlities continue to be the company's predominant business, accoundng for approximately 82% of
consolidated revenue, 88% of operadng income and 79% of total assets in 2003, Earnings for the udility segment only
accounted for 52% of consolidated earnings in 2003, however, down from 97% the previous year. This significant
drop was due in part to a $107.7 million accrual of a loss associated with the disallowance of an abeyance of River Bend
plant costs, $99.8 million of charges recorded in connection with a voluntary severance program, and a $21.3 million
net of tax cumulative effect of a change in accounting principle. In addition, the competitive businesses contributed a
larger share of the consolidated earnings. Nonetheless, the udlity segment provided a substantial $1.7 billion or 84%
of Entergy's consolidated cash flows from operations during the year.

on:Utiity Nuclear:
Energy Comodity Ser

“Parent & Other . -

CONCENTRATION OF COMMERCIAL AND INDUSTRIAL CUSTOMERS EXPOSES ENTERGY TO ECONOMIC CYCLES

The high proporton of commercial and industrial customers continues to be a risk factor in Entergy's overall credit
profile, as such customers are generally the most sensitive to economic conditions. Industrial customers are also more
likely to consider alternadve energy sources such as cogeneration.

EGSI and ELI have the highest percentage of industrial customers in their overall business mix, and both have
been negatively affected by sluggish economic condidons in recent years. Their major industrial customers are in the
chemical, petroleum refining, paper, and food products industries. EGSI lost two large industrial customers in 2003 to
cogeneration and expects to lose one in 2005. Entergy management believes that these losses are declining and they
hope to be able to get back a few of their lost customers. For Entergy overall, commercial and industrial customers
accounted for a significant 53.6% of 2003 electric revenues. Going forward, Entergy's financial results will continue to
be influenced by local economic growth and the overall economic conditions in the states in which it operates.

In areas where competition is allowed, industrial customers attract competing suppliers because they are generally
more price conscious, utlize larger amounts of power, and are more economical to serve than are dispersed commer-
cial or residential customers. Moody's believes that the lack of deregulation in the states in which it operates has
reduced the importance of competition as a risk factor for Entergy in recent years.

Moody's Analysis 3
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SERI POWER PURCHASE COSTS HIGH, BUT MANAGEABLE

SERI makes capacity available and sells energy generated by Grand Gulf 1 to EAI, ELI, EMI and ENOI under the
Availability Agreement and Unit Power Sales Agreement. These Agreements with the four Entergy utilities support
SERI's credit quality, as well as SERI's position as part of the Entergy system, which has significant nuclear experience.
However, credit challenges include the high production costs and power sales rates as well as the single asset nature of
the company. The costs associated with these power purchases are generally recovered through rates charged to retail
customers and have traditionally been high pardy because of the high cost of operadons at Grand Gulf 1. In addidon,
for EAI and ELI a portion of these costs is not recovered through regulated rates, exposing the udlities to ongoing
regulatory risk. In recent years, however, operational improvements and lower producton costs at Grand Gulf 1 have
made power generated from the plant more competitive and less of a burden on the udlities than in prior years. In addi-
don, the lack of competition in these udlities service territories limits the impact of these costs on udlity credit quality.

WELL RUN NUCLEAR PLANTS PROVIDE LOW-COST GENERATION AND THE OPPORTUNITY FOR UPRATES

Entergy has substantial nuclear operations both on the regulated and unregulated sides of its business, with roughly a
third of its total generating capacity derived from its nuclear generating assets. With numerous acquisidons over the
past few years, Entergy has become the second largest nuclear generator in the U.S. after Exelon, and the largest in the
Northeast. Entergy has for the most part been successful at operating these plants more efficiently than their prior
owners and has uprated plant capacity in a number of instances. Entergy has also been one of only a handful of U.S.
utlity companies to focus on nuclear power plant ownership and operadon as a key strategic unregulated activity.
Entergy is also a participant in NuStart Energy Development, a consortium of major utlities and other companies
considering the development of an entirely new nuclear plant, the first in over twenty years.

Entergy’s nuclear generation is less concentrated on the regulated side of its business, representing only 22.7% of
total net dependable capacity at year end 2003. In addition to SERI's Grand Gulf 1 nuclear plant (net 1,086 MW),
Entergy subsidiaries own and operate four other nuclear plants as part of their regulated utility operations: Arkansas
Nuclear One or ANO (two reactor units with a net capacity of 1,694 MW); River Bend (966 MW); and Waterford 3
(1,075 MW). Net capacity of the five plants totals 4,821 MW. In general, the plants have achieved above average
capacity factors in recent years coinciding with Entergy’'s emergence as one of the leading operators of nuclear plants
in the U.S. The average capacity factor of the five regulated units for 2003 was 96.4%, and all five plants operated at
90% or above. The Nuclear Regulatory Commission conducts periodic assessments of the plants, which have operated
with good safety records.

On the regulatory front, the Nuclear Regulatory Commission approved a 20-year license renewal for ANO 1
(through 2034) and the company is considering the license extension of the four other plants as well. Decommission-
ing, the re-licensing of the other nuclear plants, and the storage of spent nuclear fuel continue to represent long-term
issues facing the company. Entergy is presently recovering decommissioning costs for Grand Gulf, the Texas portion
of River Bend and Waterford 3 in rates.

A key capital project associated with Entergy's regulated nuclear operations is the replacement of the ANO 1
steam generator and reactor vessel closure head at EAL The cost is expected to be approximately $235 million, of
which $135 million will be incurred through 2004. Replacement is expected to occur during a refueling outage in
2005. In May 2003, the Arkansas Public Service Commission issued a declaratory order indicating that replacement is
in the public interest, similar to the declaratory order issued in connection with the replacement of the ANO 2 steam
generator a few years ago.

While the company has been able to improve the operation of a number of these plants, particularly River Bend,
the company's nuclear asset concentration has increased as it has purchased additional plants on the unregulated side.
Nuclear power contributes approximately one third of total system requirernents, in addition to comprising the bulk of
the company's exposure to stranded costs. The company is recognized for its nuclear expertise and last year was
awarded a contract to manage the Cooper muclear plant in Nebraska.

Entergy's unregulated nuclear business consists of the following operating nuclear plants:

Virmont Yankes -
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OPERATIONS AT INDIAN POINT STRONG, BUT PLANT REMAINS POLITICALLY SENSITIVE

Particularly since the events of September 11, 2001, Entergy's two Indian Point nuclear units have been at the center
of a political debate regarding nuclear plant safety and their vulnerability to terrorist threats. This debate followed
years of operational problems at the plants before they were purchased by Entergy. Entergy has responded to the
debate with assurances that the plants are safe and secure and provide critical, low-priced electric power to a large part
of New York State, including New York City. However, there continues to be pressure from local communities, resi-
dents and some politicians to shut down the plants due to concerns of 2 potential terrorist attack or for other safety or
environmental related reasons. The Federal Energy Management Agency (FEMA) has indicated in the past that it had
reasonable assurance that appropriate measures to protect the health and safety of surrounding communities had been
taken and are capable of being implemented in the event of a radiological incident at Indian Point. After reviewing
FEMA's report, the Nuclear Regulatory Commission (NRC) similarly stated that it believes Indian Point's emergency
preparedness is satisfactory and provides reasonable assurance of adequate protection.

MINIMAL EXPOSURE TO MARKET PRICES IN 2005

In order to mitigate power price risk and its effect on the company's operating performance, Entergy's unregulated
nuclear business for the most part enters into multi-year power purchase agreements (PPAs). Currently, 100% of
Entergy's unregulated nuclear generating output is contracted under PPAs through 2004. As of September 30, 2004,
planned generation sold forward from 2005 through 2008 is 95%, 79%, 51% and 29%, respectively. Entergy contn-
ues to pursue opportunities to extend the existing PPAs and to enter into new arrangements with other partes. While
market price voladlity risk remains as long as the generation remains under relatively short-term contracts, because of
the baseload nature and low cost of these plants, Moody's expects that the company will likely re-up most of the exist-
ing PPAs at acceptable pricing levels.

To a lesser extent, the non-nuclear plants of Energy Commodity Services could have some price exposure as well.
Approximately 70% of generation from the other plants in ECS is sold forward until 2005, while in 2006 and 2007
approximately 53% and 41%, respectively, is sold forward. ELI and ENOI have entered into affiliate power purchase
arrangements with Entergy affiliates which have been challenged by various merchant generators in the region and are
currently being investgated by the FERC. Should the FERC find these agreements unreasonable, the contracts
entered into among the Entergy affiliates could potendally be revisited. This is particularly important to ENOI, as
continued collection of rates approved as part of 1ts 2003 rate settlement will be important in maintaining the subsid-
iary's credit quality.

Management Strategy and Competitive Position

MANAGEMENT SUCCESSFUL IN EXECUTING STRATEGIC PLAN ANNOUNCED IN 1998, ALTHOUGH ONE OF
THE KEY ARCHITECTS OF THE PLAN DEPARTED IN 2004

In 1998, Entergy experienced a significant shift in management and overall strategic direction following several years of
aggressive asset acquisitions and below average performance. The new management team [ed by CEO Wayne Leonard
took over the reins at Entergy, significantly shifting the company's overall strategic directdon. By implementing a refo-
cused strategy called "Divest to Invest” since that dme, the company has since delivered solid results, with operatonal
earnings growing at an average rate of almost 18% from 1999 through 2003. In addidon, Moody's recenty upgraded
the credit ratings at two of the larger utlity subsidiaries and assigned a firsc time Baa3 Issuer Rating to the parent.
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The new strategy entailed the divestture of several underperforming businesses that the previous management
had acquired over the years including London Electricity, CidPower, Edesur, Entergy Integrated Solutions, Hyperion,
and various Latin American investments. Proceeds from these asset sales were used to improve the overall balance
sheet and to finance acquisitions and other growth-oriented investments, which have included five nuclear units, selec-
tive additions to the North American & European generation portfolio, and the formation of Entergy-Koch Trading
and Gulf South Pipeline.

In February 2004, Entergy announced that its highly regarded Chief Financial Officer John Wilder had resigned
to take over the CEQ role at TXU Corp. Along with Leonard, Wilder had been instrumental in changing the direc-
ton of Entergy over the last several years and in implementing the company's strategic plan. Wilder was replaced by
Leo Denault, who joined Entergy in 1999 as Vice President of Corporate Development after spending much of his
career at Cinergy, where he had previously worked with Leonard.

In general, Moody's views management's refocused strategy over the past several years as a positive development,
as a porticn of the proceeds from these asset divestitures was used to repay debt and to improve the balance sheet.
Management has more recently expressed an interest in potendally making new invesaments in the domestic energy
sector, partly to meet capacity needs in its service territory. These may include additional nuclear and/or other genera-
tion asset purchases, which would take advantage of the large number of asset sales being announced by many of the
merchant energy and independent power producers in the U.S., including some of the excess merchant capacity in its
service territory. In January 2004, Entergy Louisiana signed an agreement to purchase the Perryville power plant from
a subsidiary of Cleco Corporation. The company expects the acquisition to close in mid-2005, contingent on the abil-
ity to include it in rate base.

ENTERGY AND KOCH DECIDE TO SELL ENTERGY-KOCH TRADING AND GULF SOUTH PIPELINE

On November 1, 2004, Entergy-Koch sold its energy trading business to Merrill Lynch & Co, after having performed
a review of strategic alternatives for enhancing the value of the enterprise. After considering 2 number of offers, man-
agement concluded that the trading business should be sold, On November 22, Entergy and Koch Industries reached
an agreement to sell the Gulf South Pipeline to TGT Pipeline, LLC, a subsidiary of Loews Corporation for a pur-
chase price of $1.136 billion. The sale is expected to be consummated prior to year end.

Entergy anticipates that it will receive its share of sale proceeds from the Entergy-Koch energy trading business
sale and the sale of Gulf South Pipeline as cash distributions from Entergy-Koch over a time period from the closing
dates of such sales through 2006, with the majority of the distributons occurring by the end of the first quarter of
2005. The Entergy-Koch business sales are expected to ultimately result in net cash distribudons to Entergy of about
$1 billion, comprised of the after- tax cash from the distributions of the sale proceeds and the eventual liquidadon of
Entergy-Koch.

IMPLEMENTATION OF SUBSTANTIAL STOCK BUYBACK PROGRAM AND SIGNIFICANT DIVIDEND INCREASE
WILL INCREASE DEBT TO CAPITALIZATION

A substantial stock repurchase program has been put in place whereby Entergy will buy back up to $1.5 billion of its
common stock over the next several quarters, mostly with the proceeds of the Entergy-Koch sales, The amount of
repurchases under the program may vary if there is a material changes in business results or capital spending needs, or if
new investment opportunites arise. In addition, Entergy's Board of Directors approved a 20% increase in the common
stock dividend effective for the December 1, 2004 payment. This follows a 29% increase in dividend that was approved
in July 2003. The stock repurchase program is likely to increase Entergy's consolidated leverage by between 1% and
2% to slightly over 50% in the near term, which has been incorporated into the recently assigned Baa3 Issuer Rating.

UNREGULATED NUCLEAR BUSINESS REMAINS A KEY MANAGEMENT STRATEGY

Entergy's unregulated nuclear business is focused on owning, operating, and selling power from its own nuclear power
plants while also providing operations and management services to nuclear power plants owned by other utilides in the
United States. Entergy has been one of only a handful of U.S. utility companies to focus on nuclear power plant own-
ership and management as a key strategic unregulated activity. Expansion in this area has given the company control
over low-cost power sources, and Entergy has been successful at uprating capacity at most of the units. This business
segment currently owns five plants in the northeast region of the country for a wtal of 4,001 MW as of December 31,
2003, and may expand this number as additional nuclear plants become available in the market.
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Since Entergy consolidated its regulated nuclear fleet in the 1980s, the improved performance and cost reductions
experienced by the plants have been beneficial to the unregulated nuclear arena as well. Since acquiring the first
nuclear plant put up for sale in the industry, Pilgrim in mid-1999, the company gained experience in navigating the
onerous regulatory approval process often involved in such acquisitions. Management also believes that the economies
of scale derived from owning and operating a number of nuclear facilities gives the company an inherent advantage
over those utilities that own only one or two nuclear plants. The company's several additional acquisitions after the
Pilgrim purchase makes Entergy second only to Exelon in the number of nuclear plants owned and operated.

Finally, Entergy has extended the wide range of services it offers in the nuclear power sector by partnering with
Framatome Technologies to include operating license renewal and plant life extension for nuclear plants worldwide.
Entergy has also acquired TLG Services, which added decommissioning, engineering and other related services to its
overal} nuclear power product mix.

Regulation, Rates, and Restructuring

MULTIPLE JURISDICTIONS ADD TO REGULATORY COMPLEXITY, ALTHOUGH DEREGULATION NO LONGER
LIKELY OVER THE NEAR TERM

Entergy operates in four states with five regulatory jurisdictions, adding a high degree of regulatory complexity to the
company’s overall credit profile. In addition, Entergy's operating utilities are subject to a System Agreement, which coor-
dinates the integrated operations of its ¢lectric generatdon and transmission assets throughout the retail service territories.

With the collapse of Enron Corp. and the electric market failure in California attributed by many to problems
with deregulation, retail compedton and dereguladon initatives in the electric sector have slowed significantly
throughout the U.S,, including in much of Entergy's service territory, as many of the states have deferred or delayed
retail open access to varying degrees. Litte regulatory or legislative support exists for deregulation in Arkansas, Loui-
siana, Mississippi or New Orleans. Although Texas enacted retail open access laws and deregulaton appeared to be
finally moving forward, in July 2004, the Public Udlities Commission of Texas (PUCT) issued a written order that fur-
ther delayed retail open access in Entergy Gulf States’ Texas service territory.

: ing on
;Saémngriied

e
2000

Moody's Analysis 7
STAFF 005364

FPL RC-12

_ 120015 Hearing Exhibits - 01716




DETAILS OF RETAIL RATE PROCEEDINGS

Arkansas

In February 2003, both the Arkansas State Senate and the House of Representatives voted to repeal the Arkansas
deregulation law, thereby prohibiting implementation of retail open access. This eliminated the risk that EAI will
experience significant competidon or customer choice over the near term.

EAI's expects that its next filing is likely to be in connection with the replacement of both steam generators and the
reactor vessel closure head at ANO Unit | in mid-2005. The estimated cost is $235 million, $135 million of which will
be incurred in 2004. The replacement is expected to occur during a planned refueling outage in the fall of 2005. Replac-
ing the steam generators should result in efficiency gains and improved equipment reliability in the future and a new
reactor vessel head will resolve the unit's potental susceptibility to the industry's generic Alloy 600 reliability issues.

Texas

EGSI reached a sertlement agreement with the PUCT in June 1999, which provided for a base rate freeze that has
remained in effect pending the implementadon of rewail open access in EGSI's Texas service territory. In 2001, the
PUCT indefinitely delayed implementation of retail access in some sections of Texas, including EGS'’ service territory.
In June 2004, the PUCT further delayed retail open access when it rejected Entergy's proposed Independent Trans-
mission Organization (ITO) and indicated that implementatdon would only occur if a FERC-approved Regional
Transmission Organization or some other certified independent wransmission entity is established.

On September 30, 2004, the PUCT dismissed the $68 million rate case filed in response to the Commission's July
2004 order on retail open access, based on the view that the rate freeze in effect precluded a rate case filing prior to the
implementation of compettion. EGSI appealed the Commission's decision on November 9, 2004 and intends to pur-
sue other available remedies.

New Orleans

ENOI currently operates under the terms of a settlement agreement approved by the New Orleans City Council in
June 2003. The settlement provided for a $30.2 million rate increase and a two year prospectve Formula Rate Plan
(FRP) with an ROE midpoint of 11.25% and an ROE bandwidth from 10.25% to 12.25%. The electric FRP allows
for up to 13.25% ROE based on a Generation Performance-Based Rate plan. The new rate plan has improved the util-
ity's financial performance, although the City Council may open an investigadon if a FERC order materially changes
the power purchase agreements entered into by ENOI at the dme of the settlement. Such an investigation would be
aimed at determining what actions, in any, would be warranted to preserve the benefits that otherwise would have
accrued to ENOI ratepayers under the settlement.

In August 2004, the City Council approved a settlement between ENOI and Council Advisors that resulted in no
rate adjustment from levels set in 2003,

Louisiana

Entergy Louisiana:

ELI filed for a $167 million base rate increase in January 2004 on the basis of an 11.4% allowed ROE. The requested
increase is expected to be largely mitigated by fuel savings of $147 million resulting from the generation supply plan,
including the acquisition of the Perryville plant. In August 2004, the Louisiana Public Service Commission staff rec-
ommended only a $19.5 million increase, assuming that the Perryville acquisition is approved in time for the related
costs to be included in rates set in this rate case.

Entergy Gulf States - Louisiana:

EGST's filings in its 9th review (2002) and prospective revenue study still pending before the Louisiana Public Service
Commission included an $11.5 million rate reductdon implemented in June 2002 and a $22 million prospective reve-
nue deficiency based on a 2002 test year. The most recent LPSC staff tesdimony filed in March 2004 recommended a
refund of at least $29 million and a prospective rate reduction of approximately $50 million. In a separate filing, EGSI
proposed a $32 million pro forma adjustnent to include revenue requirements associated with the Perryville power
purchase agreement.

In June 2004, EGSI filed a settlement offer with the LPSC to resclve E(GGSI's ninth post-merger analysis and
established dockets to consider issues concerning power purchases for the summers of 2001, 2002, and 2003, The pro-
posed setdement includes an offer to refund $64 million to EGSI's Louisiana customers, with no change in base rates,
and includes a performance based rate structure.
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EMI currently operates under a base rate agreement that has been in effect since January 2003. The agreement provided
for 2 $48.2 million rate increase, which was based on an ROE midpoint of 11.75%. EMI has an annual formula rate plan
in place with its authorized ROE adjusting each year based on this filing. EMI also has a fuel and purchased power cost
recovery mechanism, reset quarterly based on forecasted costs plus a fuel balance. In May 2003, EMT's cnergy cost
recovery rider was changed such that EMI deferred collection of a portion of 2003 fuel under-recoveries untl 2004
The deferred amount of $77.6 million is being collected over the twelve-month period beginning January 2004.

EMI made a formula rate plan filing in March 2004. The performance-adjusted benchmark ROE set forth in the filing
was 10.77%, establishing a bandwidth of 9.3% to 12.2%. EMI's actual earned ROE for 2003 was 10.97%. In April 2004,
the MPSC approved a joint stipulation between the MPU Staff and EMI. The settlement calls for no change in rates based
on an adjusted ROE midpoint of 10.77%, establishing an allowed annual regulatory earnings range of 9.5% to 12,1%.

FERC INVESTIGATION OF AFFILIATE TRANSACTIONS

Various merchant power interests have challenged the process used by Entergy to award Power Purchase Agreements
among certain Entergy affiliates. Currentdy, eight PPAs covering five generating sources from Entergy affiliates for
supplies of power to ELI and ENOI are being reviewed by the FERC. FERC trial testimony filed in March 2004
claimed Entergy conveyed undue preference to its affiliates in the bidding process. Hearings began in June 2004 and
are ongoing, with an inidal Administrative Law Judge (ALJ) decision expected in the first quarter of 2005.

DISPUTE OVER ALLOCATION OF PRODUCTION COSTS AMONG ENTERGY UTILTIY SUBSIDIARIES

Proceedings initiated by the Louisiana Public Service Commission requested a reallocation of production costs among
the utility operating subsidiaries. The FERC ALJ issued an initial decision in February 2004 concluding that rough
production cost equalization no longer exists on the Entergy system. The ALJ recormmended a bandwidth approach be
applied to reallocate production costs. Entergy opposes the bandwidth approach and certain findings related to the
purchase of power from the Vidalia hydroelectric facility. Exception briefs were filed by all parties in March and a
FERC decision is expected in late 2004, with court appeals of any decision likely. The outcome of this case is unlikely
to have an impact on Entergy’s consolidated financial condition, but will affect the cost allocation among the utility
subsidiaries. Entergy management believes that any changes in the allocation of production costs resulting from the
FERC decision and related retail proceedings should result in similar rate changes for retail customers and will thus
not have a material effect on the financial condition of any of the utlities.

Financial Analysis

Entergy Corporation (Baa3 Issuer Rating, stable outlook) is the parent company of Entergy Arkansas (Baal senior
secured, stable outlook), Entergy Gulf States (Baa3 senior secured, stable outlook), Entergy Louisiana (Baal senior
secured, stable outlook), Entergy New Orleans (Baa2 senior secured, stable outlook), Entergy Mississippi (Baa2 senior
secured, stable outlook), and System Energy Resources (Baa3 senior secured, stable outlook). The stable rating out-
looks generally reflect the solid financial performance of the udlity subsidiaries, moderate leverage, the lack of deregu-
lation in most of Entergy's service territory, and complex but manageable regulatory proceedings.

RESULTS AT THE NON-UTILITY NUCLEAR BUSINESS AND ENERGY COMMODITY SERVICES NEGATIVELY
AFFECT OVERALL EARNINGS IN 2004

Entergy’s consolidated earnings for the first nine months of 2004 were 21.5% lower than in the first nine months of
2003, driven largely by lower earnings at the non-utlity nuclear business and at Energy Commodity Services. These
were only partially offset by higher earnings at the domestic utilities, although the mild weather irnpacted the third quar-
ter results. This increase in earnings for the domestic utilides was primarily due to the $107.7 million ($65 million net-of-
tax) 2003 accrual of the loss that would be associated with a final decision disallowing abeyed River Bend plant costs. Also
contributing to the increase was the $21.3 million net-of-tax cumulative effect of a change in accounting principle that
reduced earnings at Entergy Gulf States in the first quarter of 2003, higher miscellaneous income and a decrease in inter-
est charges. A reduction in net revenue and an increase in other O&M expenses partially offset the increase in earnings.

The decrease in earnings at the non-utility nuclear business was primarily due to the $160.3 million net-of-tax
curnulative effect of a change in accounting principle that increased earnings in the first quarter of 2003. Earnings
before the effect of the accountng change actually increased by $54.3 million, due to higher revenues from increased
generation in 2004, fewer outages in 2004, power uprates completed in 2003, higher contract pricing, and the addition
of a support services contract for the Cooper Nuclear Station.
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At Energy Commodity Services, earnings decreased from $178.7 million for the nine months ended September
2003 to a $19.6 million loss for the same period in 2004 primarily due to lower earnings from Entergy's investment in
Entergy-Koch. Lower earnings at Entergy-Koch Trading resulted mainly from the inability to apply hedge accounting
and from reduced volatility, which contributed to lower point-of-view wading profits. Part of this decrease can be
attributed to the pending sale of Entergy-Koch's trading operations.

In 2005, Entergy expects approximately 73% of earnings to come from its domestic utilities and 27% from the
competitive businesses.

FINANCIAL MEASURES SHOW IMPROVEMENT, ALTHOUGH STOCK BUYBACK WILL INCREASE
CONSOLIDATED LEVERAGE

For the past four years, Entergy's cash flow from operating activities has consistently been in the range of $2 billion.
This stable cash flow generation and successful debt reduction program over the past few vears resulted in improved
cash flow interest coverage ratios at the consolidated entity. Funds from Operations to Adjusted Interest improved
from 3.1 gmes in 2002 to 6.1 tmes in 2003, and it was 5.4 times for the last twelve month period ended September 30,
2004. Leverage as a percentage of total capitalization has declined moderately as the company has redeemed some
long-term debt and refinanced other long-term debt at lower interest rates. Adjusted Debt to Capitalization has fallen
steadily over the last several years from 57% in 2000 to 49% at the end of the third quarter of 2004, although this is
expected to increase to slightly above 50% following compledon of the recently announced stock buyhack program.,
The company has refinanced significant amounts of debt at the utilities over the last several years, lowering interest
costs and extending maturities. Because of this refinancing program, long-term debt maturities are more manageable
at each of the utilides over the next several years. While cash flow was adequate, total free cash flow was not sufficient
to prevent the company from needing external financing to meet its capital expenditures. Utlity capital expenditures
are expected to remain high to meet capacity needs in its service territory for the next several years.

For the years 2004 through 2006, Entergy plans to spend $3.8 billion on total capital investment. Approximately
$2.6 billion will be used for maintenance capital (including $2.3 billion at the utility and $200 million at Entergy
Nuclear), and $1.2 billion will be used for other capital commitments. Approximately $500 million in debt comes due
by the end of 2004 and as of September 30, 2004, $460 million of this amount had already been retired. Entergy also
made several discretionary debt redemptions during the year totaling approximately $252 million. Entergy plans to
meet its obligations primarily with internally generated funds and cash on hand, although the balance will be met
through external financings,

MONEY POOL, BANK LINES, AND CASH SUPPORT SOLID LIQUIDITY PROFILE

In order to supplement operadng cash flow, Entergy's domestic utilities borrow from both commercial banks and the
Entergy System Money Pool, an inter-company borrowing arrangement used to better manage short-term working
capital throughout the organization,

In May 2004, Entergy Corporation renewed its 364-day bank credit facility with two separate facilities, a 364-day
credit facility and a 3-year credit facility. The 364-day credit facility has a borrowing capacity of $485 million and
expires in May 2005. However, it has a one year term out provision, enhancing financial flexibility. As of September 30,
2004, no borrowings were outstanding on this facility. The 3-year credit facility has a borrowing capacity of $965 mil-
lion and expires in May 2007, As of September 30, 2004, $100 million in borrowings were outstanding on this facility.
Entergy also has the ability to issue letters of credit against the 3-year credit facility and its $965 million borrowing
capacity, and $40 million had been issued against this facility at September 30, 2004.

EAI, ELI, EMI and ENOI also maintain small 364-day bank credit facilities:

t of Faciiity - Amo
>
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Short-term borrowings of the domestic utility companies and SERI are limited to amounts authorized by the
SEC. These companies cannot incur any additional short-term indebtedness if the issuer's equity would comprise less
than 30% of its capital. In addition, the SEC order restricts the use of long-term debt if that debt were to be rated less
than investment grade. Entergy has historically maintained substantial cash balances; which have averaged in excess of
$1.0 billion over the past two fiscal periods.
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Appendix: System Energy Resources, Inc. (SERI)

SERI CREATED IN 1974

Entergy owns the common stock of System Energy Resources Inc. (SERI), a generating company that has a 90% own-
ership and leasehold interest in the Grand Gulf One nuclear station. The other owners of Grand Gulf are South Mis-
sissippi Power Agency and equity investors in the sale and leaseback (SLOB) described below. SERI was established in
1974 in order to finance and construct generating facilities for the Entergy System. Grand Gulf Unit One, a 1,207
MW nuclear power plant placed into service in 1985 comprises substantially all of the company's assets.

THE UPSA IS KEY TO SERI CREDIT QUALITY

SERI sells 36% of this power to Entergy Arkansas, 14% to Entergy Louisiana, 33% to Entergy Mississippi, and 17%
to Entergy New Orleans pursuant to a Federal Energy Regulatory Commission (FERC) regulated Unit Power Sales
Agreement (UPSA). Payments under the UPSA are SERT's sole revenue source. The agreement has withstood numer-
ous legal challenges and U.S. Supreme Court upheld it in 1988. The Supreme Court ruled the UPSA is enforceable
and that as Jong as Grand Guif is running, the operating companies are obligated to meet its costs, including principal
and interest payments on outstanding debt. Charges under this agreement are paid in consideration for the purchasing
companies’ respective entitlement to receive capacity and energy and are payable irrespective of the quantity of energy
delivered so long as the unit remains in commercial operation, The agreement will remain in effect until terminated by
the parties and termination is approved by the FERC, most likely upon Grand Gulf One's retirement from service.
Monthly payment obligations are approximately $17 million for Entergy Arkansas; $7 million for Entergy Louisiana;
$16 million for Entergy Mississippi, and $8 million for Entergy New Orleans.

SLOB RELATED AGREEMENTS SUPPORT CREDIT QUALITY

In December 1988, SERI entered into two separate, but identical arrangements, for the sale and leaseback of an
approximate 11.5% ownership interest in Grand Gulf 1 for $500 million. The SLOB wansactons were structured as
capital leases extending for a period of 26.5 years, including options to repurchase the plant at various intervals. In con-
nection with the equity funding of the SLOB, lecters of credit are maintained to secure certain amounts payable for the
benefit of the equity investors by SERI under the leases. Under the provisions of the related reimbursement agree-
ment, SERI agrees to a number of covenants relatng to the maintenance of certain capitalizadon and fixed-charge
coverage ratios. SERI agrees to maintain equity at not less than 33% of adjusted capitalization (as defined in the reim-
bursement agreement). Additdonally, SERT must maintain, with respect to each fiscal quarter, a rado of adjusted net
income to interest expense (calculated as defined in the reimbursement agreement) of at least 1.6 tdmes earnings.

TWO ADDITIONAL AGREEMENTS PROVIDE CREDIT SUPPORT

The 1974 Availability Agreement (AA) provided for System Energy 1o join the System Agreement on or before the
date of Grand Gulf One's commercial operadon. EAI, ELI, EMI, and ENO agreed severally to pay SERI monthly for
the right to receive capacity and energy from Grand Gulf in amounts that would at least equal SERT's total operating
expenses for Grand Gulf. The subsidiaries are obligated to make these payments or subordinated advances to SERI
when funds recetved under the UPSA are inadequate to cover SERI's operating expenses. However, since comimercial
operadon of Grand Gulf, payments under the UPSA have exceeded amounts payable under the AA. The AA remains
in effect to insure that each operating company will assume direct responsibility for meeting SERI debt obligations in
the event that payments are not made under UPSA.

SERI assigned its rights to payments and advances under the AA as security for its first mortgage bonds and reim-
bursement obligations to certain banks that provided letters of credit in connection with the SLOB. In the assign-
ments, the subsidiaries agreed that in the event they were prohibited from making payments under the AA by
government action, they would make subordinated advances to SERI in the same amounts as the prohibited payments.
Each of the assignments provides that the subsidiaries will make payments to SERI, or in the event of default, directly
to the holders of indebtedness that are the beneficiaries of such assignment agreements. The AA may be terminated,
amended or modified by mutual agreement of the parties without consent of assignees or creditors.

SERI and Entergy also entered into the Capital Funds Agreement (CFA) whereby Entergy agrees to supply SERI
with sufficient capital to: 1) maintain SERI's equity capital at a minimum of 35%of total capital (excluding short term
debt), and 2) permit the continued operadon of Grand Gulf and pay in full all indebtedness for borrowed money of
SERI when due. In various supplements to the CFA, SERI has assigned its rights as security for the first mortgage
bonds and for reimbursement obligations to letter of credit banks in connection with the equity funding of the SLOB.
The mechanics of the assignments are similar to those of the AA, and like the AA, the CFA may be terminated,
amended or modified by mutual agreement of the parties. Unlike the AA, consent may be required of holders of
indebtedness who have received assignments of the CFA.
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Entergy Corp.

As of Dec. 31, 2004, Entergy had $807 million in cash and cash equivalents and $1.54 billion in unused bank capacity available. The
Entergy family has $1.59 hillion in syndicated credit facilities, of which $1.46 billion resides at Entergy and had about $50 million drawn at
year-end. The remaining $125 million in credit is at Entergy Arkansas Inc., Entergy Mississippi Inc., Entergy New Orleans and Entergy

Louisiana Ing., which were undrawn as of Bec. 31, 2004.

Total rated debt:
$7.017 biltion
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Entergy Corp.

Corporate credit rating history:
June 21, 2001 BBE

Major Rating Factors

Strengths:

o Ownership of a multi-state utility system helps to mitigate market risk;

» The urility subsidiaries’ business risk profiles are supported by improved system reliabiliry;

o Entergy Arkansas Inc. benefits from sopportive legislation and regulation, which elimimated uncertainty regarding
regulation and recovery of fuel costs;

¢ Entergy Gulf States-Texas' competitive residential and commercial rates are at the lower end of the range for the
Southeastern Electric Reliability Council (SERC) region;

s Allin production costs are comparable with the SERC regional average; and

¢ Purchased power costs are recoverable through rates.

Weaknesses:

¢ The growth of Entergy’s nonregulated energy wholesale aperations power development and nuclear acquisitions
businesses expose the company to greater business risks;

» Uncertainty regarding the cutcome of a number of regulatory issues related to the utilities' system agreement for
production costs, control of transmission assets, and the ability to charge market rates;

e foint assets owned in Louisiana and Texas will force Louisiana's regulatory framework to address issues created
by Texas electric restructuring; and

* The company's stock repurchase plan could strain its financial profile,

Rationale

The ratings on Entergy Corp. reflect the credit strength of the entire Entergy family of companies, incorporating the
business and financial positions of the regulated U.S. electric urility operations, nonregulated nuclear operations,
and nonregulated independent power-development business. Entergy sold its investment in the Entergy-Koch L.P.
marketing and trading and pipeline business in two transactions. The company expects to receive cash of about $1
billion (pretax basis) as a result of the sale and received $862 million (pretax basis} in cash distributions in 2004,
The company will receive the remaining proceeds in 2006 and 2007. Entergy announced that ir will use most of the
proceeds to support a stock repurchase program; Standard & Poor's expects a portion will be used to reduce
short-term debs.

The utility subsidiaries' business risk profile is supported by Entergy's improved system reliability and customer
responsiveness. Higher customer satisfaction and better regujatory treatment in some of the jurisdicrions, notably
Louisiana, have strepgthened its utility operations, which currently account for about 72% of total consolidaved
earnings and about 85% of capital expenditures, Uncertainty surrounding testructuring treatment has diminished as
deregulation has slowed in Louisiana, Mississippi, and New Orleans, while deregulation in Arkansas has been
repealed.

These strengths are offset by comparatively lower credir protection measures at Entergy Arkansas Inc. {about 20%
of total consolidated earnings) and several jurisdictions' desire to soften the blow of higher fuel prices, which has
resulted in protracted recovery periods. Furthermore, Entergy's service territories are characeerized by economies

Standard 8 Poors | RatingsDirect on the Glohal Credit Portal | April 7, 2005 4
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that are somewhat weaker than average.

Entergy's business strategy is to build on core capabilities in its regulated urility operations and broaden its power
generation expertise through strategic alliances. Entergy engages in nonregulated operations, such as the Entergy and
Framatome Technologies Group agreement for nuclear life extension capability and TLG Services Inc., a nuclear
plant decommissioning firm. Nuclear power tends 1o have higher asset-concentration risk. However, Entergy's
nonregulated nuclear business has contributed to cash flow, and with the renewal of its power contracts, should
continue its success,

In addirion, some of Entergy's exposure to nonregulated power development has decreased as a result of the
company's decision to discontinue development of additional greenfield power plants in the U.S. and Europe, where
overbuilt power markets are expected to continue to result in depressed power prices, and its Latin American
generation-asset sale.

Entergy's credit metrics are appropriate for the ratings. Expectations arc that management will continue its
commitment to fortify credit quality and anticipated consolidated debt to total capital of 50%, with funds flow from
operations (FFQ) interest coverage exceeding 4,0x and adjusted FFO to total debt approaching 25% in the near
term.

Liquidity

As of Dec, 31, 2004, Entergy had $807 million in cash and cash equivalents and $1.54 billion in unused bank
capacity available, The Entergy family has $1.59 billion in syndicated credit facilities, of which $1.46 billion resides
at Entergy and had about $50 million drawn at year-end. The remaining $125 million in credit is at Entergy

Arkansas Inc., Entergy Mississippi Inc., Entergy New Orleans Inc. and Entergy Louisiana Inc., which were undrawn
as of Dec. 31, 2004,

In addition to their bank borrowing capacity, Entergy’s subsidiaries are permitted 1o borrow from rthe Entergy
system money pool. This pool provides intercompany borrowing and alleviates the need for external short-term
financing. The authorized limit for this pool and external short-term borrowing totals $1.6 billion. As of Dec. 31,
2004, pool barrowings were about $150 million, and there were no external short-term borrowings.

Qutlook

The stable outlook incorporates management's continued commitment to financial measures that are commensurate
with the ratings. Upward credit momentum is predicated on sustained favorable regulatory rulings and reliable cash
flow from nonregulated activities that produce financial metrics in line with the upper band of the "BBB' category.
An unexpected weakening in credit protection measures could precipitate an adverse vating action.

Business Description
Entergy has about $10 billion in annual revenues, controls or has interests in about 30,000 MW of electricity, and

serves about 2.7 million customers in Arkansas, Louisiana, Mississippi, and Texas. Entergy focuses on the following
businesses: utility operations, wholesale energy, nuclear generation, and nuclear operating services.

www.standardandpoors.com/ratingsdirect 5
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Entergy Corp.

Major Rated Subsidiaries
Table 1
Entergy Corp. Subsidiaries

Rating
Entargy Arkansas Inc. B8B/Stable/--
Entergy Gulf States inc. BBB/Stable/--
Entergy Louisiana Inc. BBB/Stable/--
Entergy Mississipgi Inc. BBB/Stable/--

Entergy New Orleans Inc. BBB/Stable/--
Systern Energy Resources inc,  BBB-/Stable/--

Table 2
Entergy Corp. Subsidiaries’ Aéééts_Aéi'ﬂ"ﬁa'pitéi_?E;x'ﬁé'mii'm%és _
2084

{% of total) Assets  Future capital expanditures
Entergy Arkansas Inc. 158 248
Entergy Guif States Inc. {Texas/Louisiana) 28 205
Entergy Louisiana Inc. 17.1 17
Entergy Mississippi inc. 6.3 11.4
Entergy New Orldans inc, 20 45
System Energy Hesources Inc. 108 1.2
Nonreguiated 275 207

Rating Methodology

The ratings on Entergy reflect a consolidated rating methodology that incorporates the regulated U.S. electric utility
opetations, nonregulated nuclear operations, and nonregulated independent power-development business. Because
no regulatory or other structural barrier exists that sufficiently restricts access by the parent to the assets and cash
flow of its subsidiaries, in Standard & Poor's view, resources can flow freely throughout the organization. Typicalily,
the corporate credit rating on the subsidiaries would be at the same as the parent, which is the case with Entergy
Arkansas, Entergy Louisiana, Entergy Mississippi, and Entergy New Orleans. However, the corporate credit rating
on System Energy Resources Inc. (SERI} is lower than the corporate credit rating on the operating companies that
purchase the output from SERI's Grand Gulf nuclear power plant under the unit power sales agreement.

The debt ratings on Entergy's operating subsidiaries are determined by Entergy's consolidated financial and business
profiles, The senior secured debr ratings on Entergy Arkansas, Entergy Louisiana, Entergy Mississippi, and Entergy
New Orleans are notched up two levels from the subsidiaries' respective corporate credit ratings because of
overcoilateralization considerations while SERI and Entergy Gulf States are notched up one level. The lower debt
rating at SERI recognizes the structural subordination of that debt, which is serviced by the cash flow provided by
the operating companies that use the power generated by SER's Grand Gulf plant. The lower debt rating on
Entergy Gulf States is derived from the corporate credit rating and also recognizes the company's relatively weaker
financial profile,

Standard & Poors | RatingsDirect on the Global Gredit Portal | April 7, 2005 6
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Entergy Corp.

Business Profile

Utility operations

The utility operating subsidiaries account for about 80% of company assets, contribute more than 72% of earnings,
and represent a stable source of cash.

Federal-level regulation

The multi-state service territory of the Entergy subsidiavies creates extra layers of complicated regulation. First, the
issue of cross-state borders facilitate more regulation from the FERC, Second, the FERC's objectives may not
necessarily converge with those of state regulators that oversee the subsidiaries. Finally, the interests or intentions of
cach state regulator may not be collectrively aligned.

This complexity has resulted in number of issues that have become difficult to resolve. Standard & Poor's analysis
lhas derermined that some outcomes may not be supportive of credir quality but should not have an affect on current
ratings,

Mainly, FERC's preference for utilities to transfer the operation of their transmission assets to an independent
system operator.
in 2000, FERG issued an order encouraging utilities to volantarily place transmission assets under the control of an

independent operator (RTO). Since Entergy has not joined an RTO, in April 2004, Entergy filed a proposal with the
FERC to have an independent coordinator of transmission (ICT) to oversee the operation of its transmission assets,
On March 22, 2005, FERC issued an order accepting Entergy's proposal to establish the ICT. In its order, FERC
indicated that it expects Entergy o make a market power filing by the end of the second quarter of 2005,

Standard 82 Poor's does not see this issue in and of itself as a credit driver; however, it has caused some
consequences on other regulatory fronts. First, FERC's new market power screens are more difficult to pass for
non-RTO members, Second, the Texas Public Utility Commission has halted open access in Entergy Gulf States’
service territory until an RTO is approved by the FERC or Texas state law certifies another independent entity as an
operator. This bas kept rates frozen at 2000 levels and doees not permit any rate increases until the matter is
resolved. However, legislative hills have been introduced to essentially allow rate increases and enforces the
commission stance on the timing of open access. Standard & Poor's expects thar the final outcome of these
regulatory proceedings will allow for rate reviews and be credit neutral to Entergy.

Uncertainty regarding the ability to charge market-based wholesale power rates.
In August 2004, Entergy, along with some other large utilities, stated that it would fail the FERC's new

"market-share” test, indicating that the company has more than 20% of market share during the year and thus
could prompt the FERC to tule the company has market power. On Dec. 15, 2004 the FERC decided to formally

investigate whether or not Entergy has generation market power under Section 206 of the Federal Power Act.

An unfavorable ruling could require Entergy to sell inte the wholesale market at cost-of-service rates rather than
currently permitred market-based rates. If this occurred, Standard & Poor's initfal assessment has determined that
the potential effect on the company's cash flow would be minimal, given the current price environment for Entergy's
control area. But the impact could be greater if regional wholesale prices rise. However, if formally deemed to have
market power, Entergy could maintain its ability to charge market-based rates by mitigating its market power
through a FERC-approved plan.

www.standardandpoors.com/ratingsdirect 7
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Entergy Corp.

Contention by the Louisiana commission regarding the FERC approved cost allocation system agreement.

The utilities have planned, built, and operated generation and transmission assets under a system agreement that has
been approved by FERC. The Louisiana Public Service Commission {LPSC) is pursuing litigation at the FERC level
involving the agreement regarding:

» Allocation of production costs,
-« Imprudence in the execution of the agreement, and
» Support for local regulatory oversight of the agreement.

This action was facilitated by the disparity between production costs at Entergy Louisiana and Entergy Arkansas.

I the FERC grants the LPSC's request, the result could be a material inerease in Entergy Arkansas' costand a
material decrease in Entergy Louisiana’s costs. Also, if these concessions are granted, further increases in natural gas
prices could cause Entergy Arkansas' cost to be even lower than the system avérage, causing more realiocation of
costs to that utility. However, as mentioned earlier, Standard & Poor's looks at the Entergy family on a consolidated
basis with less emphasis on individual costs and more on an overall production costs, Therefore, Standard 8 Poor's
does not expect the outcome of the proceedings to affect the ratings on the company.

State-level regulation

Overall regulation is generally supportive of Enterpy's credit quality. Arkansas, Louisiana, and Mississippi help to
support the company's credit profile as each state has stayed away from deregulation. This is offser by the relatively
less supportive regulatory environment and the uncerrainty regarding how the Texas portion of Gulf States will
address deregularion in thac service territory.

Key strengths regarding regulation are as follows:

+ Arkansas Electric Consumer Choice Act was repealed, eliminating uncertainty regarding deregulation in
Arkansas.

o Enrergy Mississippi benefits from z stalled sentiment toward deregulation in Mississippi. Furthermore, the
commission has showed support with an approved return on equity with a midpoint of 10.77%.

e Somewhat offsetting these factors is the challenging New Orleans regulatory environment. However, positive
progress has been made, evidenced by a $30.2 million rate base increase,

Key weaknesses regarding regulation are as follows:

e Multi-state and Federal regulatory oversight complicates the process and causes delays in the resolution of many
issues.

» Uncertainty regarding the outcome a number of regulatory issues related to the utilities’ system agreement for
production costs, control of transmission assets, and the ability to charge market rates,

+ Texas regulatory environment is less supportive to credit quality for Entergy Gulf States because there is no
clarity as to the progression of open access in Entergy Gulf States' territory. Also, this has caused a recent rate
request to be dismissed based on a 2001 agreement that froze rates until open access occurs,

Table 3

Unit Allowed ROE Lest rate case/events

Entergy Arkansas inc. 110 Nocases pending.
Standard & Poors | RatingsDirect on the Glohal Gredit Portal | April 7, 2005 8
ek R
STAFF 005377
FPL RC-12

— e 120015 Hearing Exhibits - 01729
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Table 3
:'E_nte'rg'g Corp. Subsidiaries Regulation {cont}
Ertargy Guif States Inc. (Texas/Lovisiana} 11.0/11.8

Base rates frozan. Timing is uncertain for retail npe HCCESS.
Entergy Louisiana lnc. 87-113 Awaiting a decision on a 3167 million base rate increase. Dedision is expectad in the
second quarter ef 2005,
Entergy Mississippi Inc. 10.6-12.9 No cases pending.
Enmtergy New Qrleans Inc. 114 Received approval for a rate restructuring pian.
System Energy Resourges Inc. 109 No cases pending.
Markets

The market area is weak, The markets of Entergy Arkansas and Entergy Gulf States tend to be slow growth. Entergy
Louisiana has a high concentration of industrial customers. These factors ave slightly offset by a higher residential
and commercial customer mix at Entergy New Orleans and Entergy Mississippi.

The company's market strengths include the following:

¢ Entergy Mississippi has a high concentration of residential and commercial customers, which constitute about
75% of retail megawatt-hour sales and revenues in 2004, enhancing the company's profile.

» Entergy New Orleans’ customer base is heavily dependent on the more stable retail and commercial customer
classes. In 2004, residential and commercial customers accounted for more than 75% of megawatt-hour sales and
revenues (excluding wholesale sales).

The company's market weaknesses include the following:

» Entergy Arkansas' modest market growth averages about 1%, and the company has a somewhat heavy reliance
on industrial customers (36% of sales).

» Entergy Gulf States’ market position has historically been below average, reflecting a high fixed-cost structure and
a heavy dependence on industrial customers for sales and revenues. The company also has a high reliance on
industrial customers, which constituted about 45% of retail megawatt-hour sales in 2004,

» Entergy Louisiana's weak customer diversification, with approximately 30% of total sales and revenues
attributable to industrial customers, leaves the company vulnerable.

Operations

Entergy's operations have performed in-line with expectations. The utilities operate a toral of 36 plants with a
capacity of about 25,000 MW. Slightly offsetting its operating strength is a 25% concentration of nuclear plant
capacity, which brings a higher element of risk to the generation portfolio. Howevey, Entergy has a proven record as
a top-tier nuclear operator, evidenced by 2004 capacity factors averaging 92%, which included three planned
refueling outages and production costs that are consistently lower than the industry average.

SERI has a 90% ownership/lease interest in the 1,210 MW Grand Gulf Nuclear Unit 1 and its output sold under a
unit power sales agreement. All of SERI's portion of the plant's output is sold to the following affiliated companies
under a unit power sales agreement in varying shares: Entergy Arkansas (36%), Entergy Mississippi (33%), Entergy
New Orleans (17%), and Entergy Louisiana {14%). Another Eatergy subsidiary, Entergy Operations Inc., operates
the system's nuclear units subject zo oversight from the affiliated operating utilities that vwn the facilities.

Grand Gulf decommissioning is expected to cost about $336 million, and $205.1 million was funded as of
December 2004. Entergy's subsidiaries are responsible for these costs as follows: Entergy Arkansas (36%), Entergy

www.standardandpoors.com/ratingsdirect 9
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Entergy Corp.

Mississippi {33%), Entergy Louisiana (14%), and Entergy New Orleans {17%}. Grand Gulf is estimated o have
spent fuel pool storage capacity untit 2007, Funding is sufficient given the utilities' ability o recover these costs in
rates and that its operating license extends to June 2024,

Entergy Arkansas owns Arkansas Nuclear One units 1 and 2, which operated at a combined capacity factor of
96.2% in 2004. At fiscal year-end 2004, the estimated decommissioning cost was $5492.7 million.

Entergy Gulf States has exposure to risks associated with nuclear plant operations. The company owns the River
Bend Station, which operated at a capacity factor of 86.7% in 2004. At fiscal year-end 2004, the estimated
decommissioning cost was $152.1 mitlion.

Entergy Louisiana has exposure to risks associated with nuclear plant operations through its ownership in
Waterford 3, which operated at a capacity factor of 101% in 2004, At fiscal year-end 2004, the estimated
decommissioning cost was $347.3 million.

Competitiveness

Rates for residential customers of Entergy Arkansas, Entergy Louisiana, Entergy Gulf States, and Entergy
Mississippi are competitive, while residential raves for Entergy New Orleans’ customers are higher than state and
regional averages. Although industrial load is concentrated in several jurisdictions, the threat of continued
cogeneration efforts has slowed. This is attributed to the cancellation of projects from distzressed power producers
and thinning margins because of higher gas prices. The majority of losses due o customers pursuing a cogeneration
alternative have largely been experienced.

Nonregulated operations

Standard 8 Poor's considers the nonregulated operations to be riskier than regulated utility operations, and
nonregnlated operations have been the catalyst for the credit deterioration in many industry firms. Standard 8
Poor's analysis determined that the company’s expansion and acquisition pace and associated risk must be balanced
by continued improvement in credit protection measures,

Entergy nonregulated nuclear

Nuclear power rends to have higher asset-concentration risk; however, Entergy's nonregulated nuclear business has
consistently contributed to cash flow and promises to gain regional efficiencies and greater asset value through life
extension. Recently renegotiated power contracts should help to bolster the financial performance of these units,

The company has expanded its nonregulated nuclear generation in the Northeast. The company generates savings by
sharing resources in the implementation of best practices, and overhead that can be spread over more assets in the
areas of licensing and environmental, training, purchasing, and performance management. In addition, Entergy has
performed decommissioning services for Maine Yankee in Wiscasset, Me. and Millstone Unit 1 in Waterford, Conn,

Entergy's assets in the Northeast total about 4,058 MW and include:

+ 1,028 MW Indian Point 2 facility in Westchester County, N.Y., which was purchased from Consolidated Edison
Co. of New York Inc.,

¢ The 994 MW Indian Point 3 facility in Westchester County, N.Y. and the 825 MW James A. Fhzpatrick nuclear
plant in Oswego, N.Y. on Lake Ontario, which were purchased from the New York Power Authority,

s The 688 MW Pilgrim Sration in Plymouth, Mass., which was purchased from Boston Edison Co., and

e The 510 MW Vermont Yankee facility, which was purchased in July 2002 for $180 miflion.

Standard & Poors | RatingsDirect on the Global Cradit Portal | Aprit 7, 2005 10
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Entergy Corp.

The following positive credir attributes mitigate the impact of a higher-risk nonregulated business enterprise:

s Entergy's nuclear expertise spans five regulated reactors in four locations in Arkansas, Mississippi, and Louisiana
and more than 20 years of operations,

» The Northeast nuclear steategy targets capacity constrained areas, assuring demand,

» Nauoclear decommissioning expertise was augmented by acquiring TLG Services,

» The nonatility fleet operated at a 92.0% capacity factor in 2004,

» The company has experience with all reactor types, solid operations and safety track record, and proven
plant-turnaround capabilities,

» Proven ability to complete acquisitions in the marketplace mitigates financing risk,

¢ Entergy exercised restraint in the nuclear bidding process when pricing exceeded valuation, thereby reducing the
likelihood that Entergy might overpay for assets, and

¢ Quick turn-around time on refueling {evidenced by the recent 24-day refueling outage, down from the previous
record of 57 days, at the Pilgrim station) provides additional revenue opportuniries.

The company's challenges regarding this business segment are as follows:

« Bidding wars for the Indian Poine 3 and Fitzpatrick plants caused a run-up in the prices bid for nuclear units and
has pressured Entergy in achieving cost savings,

» Expected continued improvements in operations and costs of nuclear plants are aggressive and will challenge
management,

o After 2008 and 2009, some of the nuclear units will not have the existing firm contracts in place, which makes
the amount of future demand uncercain, and

¢ Contract roll-off in the 2009 time frame, coupled with a potential increase in generation development in the
immediate area, could pressure margins in the intermediate term.

Table 4
Entergy Corp.’s Nonnuclear Businesa»»ﬁapaciw Soid Forward N B _
2005 2006 2007 2008 2008

Cagacity sold forward

Bundled capacity and energy contracts (%) 13 13 13 13 13
Capagity contracts {%) 58 g7 38 22 10
Total (%) " 80 49 35 YA
Planned net MW in operation 4,155 4,200 4,200 4200 4,200
Average capatity contract {price per kW per month) 1.26 1.10 1.10 1.00 6.90
Blended capacity and energy (hased on revenues)

% of planned generation and capacity suld forward 93 87 65 36 12
Average contract revenue per megawatt-hour () 40.00 42.00 43.00 44.00 43.00

Table 5

Planned generation sold forward

2605 206 200? 2008 2008

Unit contingent {%} 36.0 200 17.0 1.0 0o

Unit contingent with avaiiability guarantees {%) 540 52.0 3B.0 250 00
www.standardandpoors.com/ratingsdiract 11
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Entergy Corp.

Table 5
' Eméfgf Curp.‘s Nunuti'liw N.uci_ea; ﬂ_perations-:ﬁé#e_'r‘é. ton

Firm figuidated damages [%} 40 40 ' 2.0 ' 0.0 kY

Total {%} 9.0 78.0 51.0 260 0.0
Planned generation {TWh} 34 K 34 34, 35
Average contracted price per MWh 38 41 42 44 N.A,

N.A.-Not available. TWh--Tarawatt-hours.

Other nonregulated businesses

Entergy engages in other nonregulated operations, such as the Entergy and Framatome Technologies Group
agreement for nuclear life extension capability, TLG Services, a nuclear plant decommissioning firm, and some
1,500 MW in wholesale generation,

Some of Entergy's exposure to nonregulated power development has decreased as a result of the company's decision
to discontinue development of additional greenfield power plants in the U.S. and Europe, where overbuilt power
markets are expected to continue to result in depressed power prices, and its Latin American generation asscts sale.

Financial Policy: Moderate

Financal Profile

Entergy's financial strategy establishes each business as an independent, stand-alone entity, which imposes capital
market discipfine and competition for-capital.

Consolidated financials are pressured by:

o Higher capital spending needs of the nonregulated nuclear and independent power development businesses,

» Increased operations expenses associated with increased nuclear expenses, including significant major
maintenance for replaced steam generators, and

e Increased spending for generation and distribution facilities to enhance reliability to meet peak summer demand.

Entergy's management is fortifying the company's credit quality and managing consolidated credit protection
measures. Consolidated debt to total capital is expected to be 50%, with funds flow from operations interest
coverage exceeding 4.0x and adjusted FFO to total debt approaching 25% in the near term. Entergy's capital
management sourcing preferences for the near and intermediate term include iriternally gencrated funds (majerity),
asset sales and or equity sell-downs, asset-based nonrecourse financing, long-term financing, and public equity
issuance.

Accounting

Entergy's financial statements are in accordance with U.S. GAAP and are audired by Deloitte and Touche LLP. The
financial statements include Entergy's own accounts and the accounts of its majority-owned direct and indirect
subsidiaries. The company has adopted the provisions of the following accounting standards, which resulted in the
changes noted below:

» SFAS 143 (accounting for asset rerirement obligations)--The company restated assers and liabilities for its
nonregulated nuclear business and recorded a net increase in earnings of $134 million due o 2 one-time

Standard 8 Poors | RatingsDirect on the Global Credit Portal | April 7, 2005 12
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Entergy Corp.

cumulative effect of accounting change in 2003.

¢ FIN 46 (consolidation of variable interest entities)--Entergy deconsolidated its interests in three trusts that were
used as financing subsidiaries. This occurred because the expected losses were limited to the company's initial
investment and therefore not considered the primary beneficiary from an economic perspective. This application
had no significant impact on financials.

The company has also adopted SFAS 150 (accouriting for certain financial instruments with characteristics of both
liabilities and equity), SFAS 133 (accounting for derivative instruments and hedging activities), EITF 02-03 (issues
involved in accounting for derivarive contracts held for trading purposes and contracts involved in energy trading
and risk management activities), and SFAS 149 {amendment to SFAS 133 on derjvative instruments and hedging
activities). The adoption of these standards had no material impact on the company’s financial statements.

Standard & Poor’s adjusts Entergy's reported financials for debt {about $800 million to $850 million), interest ($80
million to $85 million), and cash flow to reflect operating leases, sale leaseback transactions, purchase-power
agreements and shortfalls in asset retirement obligations.

Profitability and cash flow

Entergy's 2004 net income remained somewhat flac compared with 2003 due to increased earnings at its utilities
that were slightly offset by a decrease in nonutility nuclear earnings due to refueling outages. Standard & Poor's
expects sustained improvement in utility earnings due to some favorable base rate increases and lower interest
expenses. Furthermore, Standard & Poor's will monitor the financial performance at the riskier nonregulated
ventutes since the nature of this business can produce volatile results and earnings could decrease due to thinning
margins from increased competition.

Higher returns on capital are expected in the company's nonregulated wholesale and nuclear operations as a result
of greater asset value afforded to existing and acquired asscts, as the renewed power supply contracts are all at
highes rates. Qver time, a more supportive regulatory environment is expecred in response to the company’s

improvements.

FFO interest coverage is appropriate for the current rating at about 4.0x. The improvement is primarily due to the
nonregulated units' better performance. Although FFO interest coverage has experienced pressure in recent years,
coverage should remain 4.0x in the near term, which is more appropriate for the current rating level, This should be
aided in part by increased revenue from new noputility nuclear contracts, depreciation and amortization associated

with nuclear plant acquisitions, and higher levels of net income.

Capital structure and financial flexibility

Over the past five years, Entergy has reduced its debt to total capital to just under 50%, down from about 57%.
This was achieved through a combination of asset sale proceeds and cash FFO. Entergy also took advantage of the
low interest rate environment in 2003 and refinanced $1.8 billion in debt. Furthermore, Standard & Poor's expects
the company to reduce its interest expense given that the utilities’ average cost of debt is down to about 6.0% from
6.5%.

Over the next three years, capital expenditures for regulated and nonregulated operations are expected to average
about $1.2 billion. Still, the company has committed to keep consolidated debr to total capital in the 50% area.

As of Dec. 31, 2004, Entergy had $807 million in cash and cash equivalenes and $1.54 billion in unused bank

www.standardandpoors.com/ratingsdirect 13

STAFF 005382
FPL RC-12

120015 Hearing Exhibits - 01734 .




Entergy Corp.

capacity available. The Entergy family has $1.59 billion in syndicated credit facilities, of which $1.46 billion rvesides

at Entergy and had about $50 million drawn at year-end. The remaining $125 million in credit is at Entergy

Arkansas, Entergy Mississippi, Entergy New Orleans, apd Entergy Louisiana, which were undrawn as of Dec. 31,

2004,

In addition to their bank borrowing capacity, Entergy's subsidiaries are permitted to borrow from the Entergy

system money pool. This pool provides intercompany borrowing and alleviates the need for external short-term
financing. The authorized limit for this pool and external short-term borrowing totals $1.6 billion. As of Dec. 31,

2004, pool borrowings were about $160 million, and there were no external shore-term borrowings.

Tahle 6

_'Emergy Corp. Peer Comparison

--Averaye of pastthree fiscal years--

Entergy Corp.  FPL Group Inc.  Southern Co.

Rating BBB/Stable/~  A/Negative/~-  A/Stable/A-}
{Mil. $)
Sales 92674 88083 11,234.0
Net income from cont. oper. 783.8 7887 1,441.3
Funds from oper. {FFO) 22323 Z,251.3 2.916.2
Capital expenditures 14243 12520 22247
Cash and equivalents 961.8 159.0 3180
Total debt 8,264.2 7516.7 12.845.0
Preferred stock 3528 150.7 1,234.0
Common equity -8,2795 68177 9,545.3
Total capital 16,895.6 14,4850 736243
Ratios
Adj. EBIT interest coverage {x 30 33 472
Adi. FFO interest coverage {x) 43 5.8 55
Adj. FFO/avy. total debt{%) 25,0 272 230
Nat cash flow/capital expenditures (%!} 129.6 148.6 86,4
Adj. total debt/capital (%) 81.1 bbb 55.6
Return on common equity {%} 86 ns 174
Common dividend payaut (%} 474 458 69.5
- Table7

Entergy Corg. Financial Summary '

--Figeal year ended Dec, 31--

2004 2003 . 2002 2001 2000
Rating histery BBB/Stable/ - BBB/Stable/-- BBB/Stable/-- BBB/Stable/-- N.A,
{Mil. $)
Sales Wiz37 0,18448 8.305.0 95209 10,016.
Net ingome from cont. oper. 833.0 8134 6231 7710 7108
Funds from oper. {FFD) 26609 2,7339.2 1.296.8 13324 17269
Capital expenditures 1,305.7 1,493.0 1474 13328 143786

Standard & Poors | RatingsDirect on the Glohal Credit Portal | April 7, 2005
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Entergy Corp.

Tabie 7

Entergy Corp. financial S't“lmmar;r (cnnt.‘} . _
Cash and equivalents 807.7 22 1333 9016 13824
Total debt 7.806.9 8,1824 8.803.4 8,900.3 91581
Preferred stock 365.4 3343 358.7 3605 400.4
Common eguity 8296.7 8,703.7 18382 7.456.0 70037
Totat capital 16,468.9 17,2204 17,0003 16,716.8 16.562.2
Ratios
Adj. EBIT interest coverage (x) 32 340 29 2.4 28
Adj. FFD interest coverage (x} 47 55 29 26 37
Adj. FFQ/avg. total debt [%) 30 363 14.2 144 19.8
Net cash flow/capital expenditures (%) 169.2 16576 66.1 80 390
Adj. total debt/capitat (%) 45,8 488 538 550 5790
Return on comman equity (%) 85 85 7.1 91 8.8
Common dividend payout (%} 47,0 459 498 383 393
N.A.--Not applicable.
www.standardandpoors.com/ratingsdivect 15
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Florida Power & Light Company

Docket No. 120015-El

Staff's Ninth Request for Production of Documents
Request No. 69

Page 1 of 1

Q.

With respect to page 29, lines 14 — 22 of witness Dewhurst’s direct testimony, please provide
any documentation from independent, third party sources that support the views expressed in the
above referenced testimony.

A.
Please see FPL's response to Staff's Ninth Request for Production of Documents No. 61.

STAFF 005317
FPL RC-12

120015 Hearing Exhibits - 01738



Florida Power & Light Company

Docket No. 120015-El

Staff's Ninth Request for Production of Documents
Request No. 70

Page 1 of 1

Q.

With respect to page 29, line 18 — page 30, line 3 of witness Dewhurst’s direct testimony, please
provide any documentation from independent, third party sources that explicitly supports the
opinion that the decisions discussed in the above referenced testimony “contributed materially to
FPL’s credit downgrade.”

A.
Please see documents provided. Also, please see FPL's response to Staff's Ninth Request for
Production of Documents No. 59.
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Key Rating Drivers

Return to Stable Outlook: Ratings of Florida Power & Light {FPL) were affirmed, and the
Rating Outloock was changed to Stable from Negative in May 2011. The new Outlook reflects a
more orderly political and regulatory environment for FPL in Florida after a period of political
strife and commission turnover. Four of the five current Florida Public Service Commission
(FPSC) commissioners were appointed by new Florida Governer Rick Scott, and confirmed by
the state's Senate in 2011.

Rate Stipulation Boosts Cash Flow: In a contentious general rate case decided in
March 17, 2010, FPL received an unfavorable rate decision and challenged some elements.
Thereafter, the FPSC approved a settlement agreement (Rate Stipulation} on Dec. 14, 2010,
that resolved contested issues from the March 17, 2010, rate order. it allowed FPL to collect
revenues for investments in the West County 3 (WC3) power plant via fuel savings,
contributing to FPL’s income and cash flow starting in June 2011.

Base Rate Freeze: Numercus fuel and environmental rate adjustments are allowed. FPL can
recover investment in nuclear plant capacity upgrades without a base rate case. Recovery of
other new utility capital spending in 2011-2013 is subject to FPL's next base rate case, which
FPL will likely file in 2012 for effect in January 2013.

Weak Florida Economy: FPL's south Florida service territory still has above average
unemployment and a weak housing market. However, employment statistics have modestly
improved. FPL's inactive accounts and low usage accounts are gradually waning.

High Utility Capex: FPL is committed to invest over $3 billion in each of 2011 and 2012, or
more than 3x annual depreciation, on projects to reduce reliance on ¢il, modernize natural gas-
fired generation, improve the transmission and distribution systems, and upgrade customer
meters.

Strong Individual Credit Metrics: Due to low individual debt leverage, FPL's credit metrics
well exceed the guidelines for the ‘A’ rating category and compare favorably with the statistics
of 'A’ IDR peer utilities.

What Could Trigger a Rating Action

Change in Florida Regulation: Unfavorable changes in current Florida regulatory policies for
timely recovery of utility capital investments, fuel and purchased power costs, and storm-
related costs would adversely affect FPL's ratings and those of its parent NextEra Energy, Inc
{NEE).

Parent Risk Profile: If parent NEE increases its debt leverage or changes its corporate
strategy such that NEE's risk profile materially worsens, it could adversely affect FPL's ratings.

www fitchratings.com
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Reiated Criteria

Corporate Rating Methedclogy.
Aug. 12, 2011

Recovery Ratings and Notching
Criteria for Utilities, Aug. 12, 2011

Rating North  American  Utlities,
Power, Gas, and Water Companies,
May 16, 2041

Strong Access to Capital and Liq'uidity

FPL independently funds short-term and tong-term debt, while 100% of FPL's equity is invested
by parent NEE. FPL's long-term debt financing vehicles are primarily taxable secured first
mortgage bonds and tax-exempt revenue bonds.

FPL has its own credit facilities separate from the NEE group to provide liquidity back-up for
commercial paper funding and variable-rate tax-exempt revenue notes, as weil as for issuance
of letters of credit.

Approximately $3 billion in unsecured revolving credit facilities extend until April 2013, and a
$250 million revolving term loan facility runs to May 2014. As of June 30, 2011, FPL reported
$2.6 billion of net available liquidity, after allocating $655 million to back-up outstanding
commercial paper notes.

Like many members of the utility sector, FPL's capital spending exceeds internal cash flow,
resulting in negative FCF after capital investments and dividends. However, due to its relativety
low debt leverage and strong credit metrics, FPL has demonstrated excellent access to the
debt capital markets and commercial paper market, even during periods of capital markets
stress.

Elevated Capital Expenditures

Despite a decline in sales in 2009 and weak growth in 2010 and forecast for 2011-2012, FPL
is continuing with a high level of capital spending to complete major multi-year projects. Capex
was about $2.7 billion each year in 2009-2010, and the company reports committed
investments of approximately $3.5 billion in each of 2011 and 2012, the peak vyears.
Approximately 70%-75% of the committed utility capex for 2011-2012 relates to constructing
new or improving existing power-generation facilities, and the balance is for transmission,
distribution, and advanced metering projects. An important rationale for the investment
program is to lower the consumption of fossil fuel and lower fuel and purchased power
expenses, offsetting the higher capital cost of the new or refurbished power generating facilities.

FPL Capital Spending

(3 Mil.)

2008 2008 2010 2011 2012 2013

Note: includes nuclear fuel.
Source: NEE Quarterly Report, Form 10-Q June 30, 2011.

Florda Power & Light Co.
September 7, 2011
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Regulatory Matters

March 17, 2010, Base Rate Case

FPL filed a base rate case in 2009, requesting a rate increase of $1,044 million in 2010, and a
further $250 million in 2011, After a contentious hearing process, a delay in the date of the
decision, and the replacement of two public service commissioners by then-Governor Crist, the
outcome was a base rate increase of $75.5 million for 2010 and no increase pre-approved for
2011. The rate order identified a surplus in the depreciation reserve surplus of $895 million and
ordered FPL to reduce the surplus depreciation by taking non-cash credits to income.

The March 2010 rate order specified a return on equity (ROE) of 10% (with a band of plus or
minus 1%), and eliminated the prior Generation Base Rate Adjustment mechanism, which had
allowed timely recovery of capital investments for generating assets.

Qverall, the results of the rate order were less favorable than the prior five-year rate settlement
of 2005, which included an 11.75% ROE finding. However, more favorably, the order
authorized a strong equity-to-capital ratio of 59.1%, consistent with FPL’s actual book equity.
Also, with the exception of the elimination of the Generation Base Rate Adjustment mechanism,
all other tariff adjustment mechanisms remained in effect.

FPL objected to various elements in the rate order and filed for reconsideration, leading up to
the rate settliement (the Stipulation) described below.

Dec. 14, 2010, Stipulation

The FPSC unanimously approved a stiputation regarding motions for reconsideration of the
FPSC's March 17, 2010, order. The stipulation had been agreed by FPL, the Florida Attorney
General, the Florida Office of Public Counsel, and all other principal intervenors. FPL agreed to
accept a freeze on its base rates until Jan. 1, 2013. However, various fuel, purchase power,
environmental, and nuclear adjustment clauses will continue to be reflected in customer bills.
Investment cost recovery for West County Unit 3 (WC3} is permitted via fuel cost savings
beginning upon commercial operation. The unit entered commercial operation in June 2011,
and FPL began collecting the WC3 capacity cost revenues.

Under the stipulation, the authorized mid-point retum on equity (ROE) remains at 10% within a
band of 9% to 11%. It is at FPL’s discretion to vary the amount of depreciation reversals in any
calendar year up to a maximum of $267 million {plus the unused amount from prior years) in
order to keep its earned ROE in the range of 9% to 11%. These surpius depreciation credits
could result in erosion to cash flow credit measures if large depreciation credits are needed to
offset the effects of the rate freeze on income measures. FPL is authorized to use up to a
maximum of $776 million in surplus depreciation over the term of the stipulation.

FPL can recover storm restoration costs on an expedited basis 60 days after filing a recovery
request, capped at a maximum $4 surcharge for every 1,000 kWh of monthly usage on
residential bills during the first 12 months. Any additional costs must be deferred and will be
eligible for recovery in subsequent years. If storm restoration costs exceed $800 million in a
calendar year, the utility can request recovery of costs above the cap.

Profile

FPL is among the largest electric utilities in the U.S., with 4.5 million customer accounts. FPL's
operating revenues derive primarily from sales to residential {54%) and commercial (44%}

Florida Power & Light Co.
September 7. 2011
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consumers, with only 2% of 2010 operating revenue derived from industrial customers. Florida,
similar to other Southeastern states, maintains a traditional integrated electric utility structure
with cost-of-service ratemaking and has not restructured its electricity market.

Fiorida Power & Light Co. 4
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Financial Summary — Florida Power & Light Co.

{% Mil., Fiscal Year-End Dec. 31} LTM June 2011 2010 2009 2008 2007
Fundamental Ratios (x)
FFO/interest Expense 8.0 6.3 10.6 8.7 9.2
CFFO/Interest Expense 6.3 6.4 10.0 7.6 8.6
FFO/Debt (%) 35.1 28.2 ..49.2 31.8 429
Operating EBIT/Interest Expense 53 52 5.0 4.7 54
Operating EBITDA/Interest Expense . 7.8 B0 8.3 7.0 . B3
Operating EBITDAR/(Interest Expense + Rent) ) 7.8 8.0 8.3 7.0 8.1
Debt/Operating EBITDA 25 23 23 2.5 -2.3
Common Dividend Payout (%) 85.3 26,5 58.4 8.3 1316
Internal Cash/Capital Expenditures (%) : : 48.3 83.1 93.1 93.5 58.2
Capital Expenditures/Depraciation {%) 290.8 269.4 238.4 295.9 236.2
Profitability
Adjusted Revenias ) 10,556 10,417 11,423 11,578 11,538
Net Revenues 5511 5,435 5,203 4,828 4,862
Operating and Maintenance Expense 1,631 1,620 1,496 1,438 1,454
Operating EBITDA 2,804 2,789 2,610 2,254 2,302
Depraciation and Amortization Expenditure 889 867 1,058 755 773
Operating EBIT 1,906 1,822 1,552 1,459 1,529
Gross Interest Expense : 358 350 313 322 1284
Net Income for Comman 985 245 831 a9 836
Operating Maintenance Expenditure % of Net Revenues 206 28.8 28.8 29.8 29.9
Operating EBIT % of Net Revenues 4.6 315 288 31.0 314
Cash Flow ] )
Cash Flow from Operations 1,915 © 1,893 2,832 2,138 2,163
Change in Working Capital (578) 55 {163) 317 (155)
Funds from Operations ' 2,481 1,838 2,985 1,822 2,318
Dividends (650) (250) (488) (50) (1.100)
Capital Expenditures . (2,614) . (2,608) . (2,522) {2,234) (1,826)
FCF {1,351) (962) (175) {1485) (763)
Net Other Investment Cagh Flow : ) © 40 44 {125) - {135 - {180}
Net Change in Dabt 380 185 298 279 1,192
Net Equity Proceads 525 660 —_ 75 —
Capital Structure
Short-Term Debt - 655 101 B18 773 842
Long-Term Dabt 6,449 6,196 5,264 4,963 4,565
Total Debt : 7,104 6,297 6,082 5,736 6,407
Total Hybrid Equity and Minority Interest — — — —_ —
Common Equity 9,877 8,791 8,438 8.088 ‘7,275
Total Capital 16,981 16,088 14,518 13,826 12,682
Total DebbTotal Capital (%) 418 391 419 41.5 428
Total Hybrid Equity and Minority Interest/Total Capital (%) ) — — — — _
Common Equity/Total Capital (%) 58.2 80.9 58.1 58.5 57.4
Note: Numbers may not add due to rounding.
Source; Company reports and Fitch Ratings.
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The manner of Ftch's factual investigation and the scope of the third-party verification it obtains will vary depending on the
nalureoﬂheraledsewrityanditsissuer,&eqummﬁaMpmcﬁmhmpisdidimhmmmmedseajﬂyboﬁaed
and sold andior the issuer is located, the avallability and nature of relevant public information, aoc&sstohemanagement
ssu.:erandnhad\nsersIheavallaunyofpreemshngmm-panyvenﬁcauorssudwasaudhepms agreed-upon proced

lefiers, appraisals, actuarial repuisengneemrepmsbgalommrsandomerfeportspwvdedbymmmame
availabilty of independent and competent third-party verification sources with respect to the particilar security or in the
pamcl.darjunsdcbonofthelssuer and a varety of other factors. Users of Fitch's ratings should understand that nelther an
enhanced factual lnmbgahonnoranyhru-pany\.enfimnoncznensurematalofﬂ"emformahanchrel&sonlnwmecuon
with a rating will be accurate and complete. Ulimately, the issuer and its advisers are responsible for the accuracy of the
information they provide to Fitch and to the market in offering documents and other reports. In issuing its ratings Fitch must rely
on the work of experts, incuding independent auditors with respedt to financial staterments and attomeys with respect to legal
and tax matters. Further, ratings are inherenitly forwartHooking and ermbody assurnpions and predicions about future events
that by their nature cannot be verified as facts. As a result, despite any venfication of cumrent facts, raings can be affected by
future events or condiions that were not anticipated at the time: a rating was issued or affirmed.

The information in this repart is provided “as is™ without any representation or warranty of any kind. A Fitch rating is an opinion
astoteaedmﬁnessofaseanwmlsopnonlsbasedmestamshedﬂenaam methodologies that Fitch is
continuously evaluating and updating. Therefore, ratings are the collective work product of Fitch and no individual, or group of
individuds.issolelymponsibleforaraﬁng.Theraﬁngdoesnotaddmsﬂﬂriskofbssduebrisksoﬁ‘erﬂ‘anaedﬂrisk,
unless such risk is specifically mentioned. Fitch is not engaged in the offer or sale of any security. All Fitch reports have shared
authorship. Individuals identified in a Fitch report were involtved in, but are not solely responsible far, the opinions stated therein.
The individuals are named for contact purpeses only. A report providing 2 Fitch raling is neither a prospecius nor a substitute for
the information assembled, verified and presented to investors by the issuer and its agents in connection with the sale of the
securities. Rahngsrnaybed'\angedormﬂ’ndramatanyhmforanyreasonntf‘esdedlsaebanafﬁtm Fitch does not
provide investment advice of any sort. Ratings are not a recommendation to buy, sel, or hold any security. Ratings do not
comment on the adequacy ofmarkeipnoeIhesutabinyofanyseumyforapamujarmlororﬁ‘elax-exemplnamor
taxabﬁtyafpaymentsrnademmpedtoarz;emnty Fitch receives fees from issuers, insurers, guaraniors, other obligors,
and underwrilers for rating securiies. Such varyfromUS$1000toUS$750000(orﬂ1eappicaueumency
eqguivalent) per issue. In certain cases, Fndwwllratealorammberofxssu&slssuedbyapamcdanssuer or insured or

rarteedbyapartlajarnsurerorguaramor for a single annual fee. Such fees are expected to vary from US$10,000 to
US$1 /500,000 (or the applicable cumency equivalent). The assignment, publication, or dissemination of a rating by Fitch shall
not constitute a consent by Fitch to use its name as an expert in connection with any registration statement filed under the
United States securnities laws, the Finandal Senvices and Markets Act of 2000 of Great Britain, or the securities laws of any
particular jurisdiction. Due to the relative efficiency of electronic publishing and distribution, Fitch research may be available to
electronic subscribers up to three days earfier than to print subscribers.

Florida Power & Light Cao.

September 7, 2011
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Mooby’s

INVESTORS SERVICE
Rating Action: Moody's Downgrades FPL Group to Baal and FP&L to A2

Global Credit Research - 09 Apr 2010
Approximately $12 Billion of Debt Securities Downgraded

New York, April 09, 2010 -- Moody’s Investors Service downgraded the ratings of FPL Group, Inc. (lBsuer Rating to
Baa1 from A2}; FPL Group Capital Inc. (senior unsecured to Baa1 from A2); and Florida Power & Light Company
(FP&L, Issuer Rating to A2 from A1, senior secured to Aa3 from Aa2). Moody's downgraded FPL Group Capital's
short-term rating for commercial paper to Prime-2 from Prime-1 and affirmed FP&L's Prime-1 short-term rating for
commercial paper. The rating outlook of FPL Group, FPL Group Capital, and FP&L is stable. This rating action
concludes the review for downgrade initiated on January 19, 2010,

"The downgrade of the ratings of the FPL Group family reflects higher risk throughout the consolidated organization
resulting from increased leverage at the company's unregulated businesses, higher earnings and cash volatility, a
growing energy trading and marketing business, and a deterioration in the political, regutatory, and economic
ehvironment at its core Florida regulated utility," said Michael G. Haggarty, Vice President and Senior Credit Officer.

The downgrade of FPL Group and FPL Group Capital considers the following factors:

= FPL Group has incurred substantial debt at FPL Group Capital and NextEra Energy Resources over the last several
years, which together now account for 62% of the total debt of the consolidated organization {38% at FPL Group
Capital and 24% at NextEra). At this level of debt, Moody's believes that wider notching between the ratings of the
parent and the utility more appropriately reflects the risks associated with both the size and scope of the unregulated
businesses and the amount of leverage supporting that sector.

= The significant growth in leverage at FPL Group Capital has diluted the value of FPL Group’s unconditional
guarantee, which now cover $7.5 billion of debt and commercial paper obligations, nearly $2 billion more than at the
end of 2008, in addition to counterparty abligations. The company has relied heavily on hybrid securities to finance
growth at FPL Group Capital, which may be viewed as having a higher debt component going foward.

= Although another $4 billion of debt at NextEra Energy Is at the project level and not explicitly guaranteed by FPL
Group, this debt is characterized as "limited recourse” on the company's financial statements due partly to implicit
ties to FPL Group and/or FPL Group Capital in some of these transactions, such as guarantees of wind project
production tax credits, for example.

* FPL Group has experienced higher cash flow and eamings volatility from its unregulated generating portfolio over the
last year due to a combination of fow power prices, a poor national wind resource negatively affecting its entire fleet of
wind power asseis, a longer than anticipated outage at its Seabrook nuclear unit, and a continually challenging Texas
power market.

+ The company has a growing energy marketing and trading business based in the Houston offices of NextEra and
has for the first time articulated an intention to grow this business in its FYE 2009 SEC financial statement filings. This
is a strategic shift from the predominantly asset based business strategy it had pursued in the past which in Moody's
opinion represents a material elevation of the company's business risk profile.

*» The company is subject to higher execution risk with regard to its wind asset development program, with increased
commodity costs, more competition, and higher project financing costs. There has also been less willingness on the
part of utilities to commit to long-term power purchase agreements with these projects because of uncertainty over

renewable portfolio standards, the timing of potential carbon costs, economic uncertainty, and load growth prospects.

» With limited growth prospects at Florida Power & Light due to regulatory and economic constraints, Moody's
believes that growth at FPL Group's unregulated businesses will continue to outpace the utility, accelerating the
transformation of FPL Group into a predominantly wholesale generating business, with overall credit quality less
reliant on its core, lower risk regulated utility business. The company's decision to change its corporate name to
NextEra Energy is an indication of its intention to further distinguish these two businesses,

The downgrade of Florida Power & Light Company (FFP&L) is attributed to:
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» Adecline in the utility's political and regulatory environment as evidenced by its mast recent rate case which was
plagued by delays, controversy, and political interference in the regulatory process. Because of these developments,
Moody's now views FP&L's regulatory framework as substantially less supportive than it has been previously and
more characteristic of an average regulatory environment.

* The utility continues to experience weak sales volumes and difficult economic conditions in its service territory,
particutarly related to the Florida housing market. The challenging Florida economy was a contributing factor to the
company's rate case decision, with the Florida Public Service Commission exhibiting sensitivity to economic
conditions in the state throughout the rate proceedings.

» Historically strong financial metrics and cash flow coverage metrics that may decline somewhat following the recent
rate case decision, although Moody's expects any decline to be modest as a high percentage of FP&L's revenues are
recovered through riders or other cost recovery provisions that remain strong. In addition, FP&L's recently awarded
10% ROE is consistent with those granted to some utilities in other parts of the country and its 59.1% equity ratio
remains one of the highest in the U.S,, mitigating the negative effect of the relatively low base rate increase.

The stable outlook on the ratings of FPL Group and FPL Group Capital reflects Moody’s expectation that the size and
diversity of the company's unregulated generating portfolio will continue to insulate it to some degree from poor power
markets and variable wind resource conditions; that the portfolio will generate adequate cash flow to maintain cash
flow coverage metrics adequate for its current Baa1 rating; and that the company will maintain sufficient liquidity to
offset the growth of its energy trading and marketing business at NextEra. The stable outlook on the ratings of FP&L
reflects Moody's view that the utility's financial performance and cash flow coverage metrics will remain strong for its
rating despite the unexpected rate case decision in January and that FP&L's political and regulatory environment will
improve once the Florida economy recovers.,

The last rating actions on FPL Group, Florida Power & Light Company, and FPL Group Capital were on January 19,
2010, when their ratings were placed under review for possible downgrade.,

The principal methodology used in rating these issuers was Regulated Electric and Gas Utilities, which can be found
at www.moodys.com in the Rating Methodologies sub-directory under the Research & Ratings tab. Other
methodologies and factors that may have been considered in the process of rating these issuers can also be found in
the Rating Methodologies sub-directory on Moody's website.

Ratings downgraded include:
FPL Group, Inc.'s Issuer Rating, to Baa1 from AZ2;

FPL Group Capital's senior unsecured, to Baa1 from A2; junior subordinated to Baa2 from A3; short-term rating for
commercial paper, to Prime-2 from Prime 1; and the trust preferred rating of FPL Group Capital Trust |, to Baa2 from
A3,

Florida Power & Light Company's Issuer Rating, to A2 from A1; and senior secured, to Aa3 from Aa2.
Ratings affirmed:
Florida Power & Light Company's Prime-1 short-term rating for commercial paper.

FPL Group, Inc. is a parent holding company for regulated utility Florida Power & Light Company and unregulated
subsidiaries FPL Group Capital Inc and NextEra Energy Resources, LLC (unrated) and is headquartered in Juno
Beach, Florida,

New York

Mchael G. Haggarty

VP - Senior Credit Officer
Infrastructure Finance Group
Moody's investors Service
JOURNALISTS: 212-553-0376
SUBSCRIBERS: 212-553-1653

New York

Wiilliam L. Hess

Managing Director
Infrastructure Finance Group
Moody's Investors Service
JOURNALISTS: 212-553-0376
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SUBSCRIBERS: 212-553-1653

Mooby’s
INVESTORS SERVICE

© Copyright 2010, Moody's Investors Service, Inc. and/or its licensors including Moody's Assurance Company, Inc.
(together, "MOODY'S"). All rights reserved.

CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.’S ("MIS") CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS
CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS
IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT
NOT UMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS
WTH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY
AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR
SALE.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPED OR OTHERWISE REPRODUCED,
REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD.
OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, INWHOLE OR IN PART, INANY FORM OR
MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOGDY'S PRIOR WRITTEN
CONSENT. Al information contained herein is obtained by MOODY'S from sources believed by it to be accurate and
reliable. Because of the possibility of human or mechanical error as well as other factors, however, gl information
contained herain is provided “AS 15" without warranty of any kind. Under no circumstances shali MOODY'S have any
lizhility to any person or entity for (a) any loss or damage in whole or in part caused by, resulling from, or relating to,
any error {negligent or otherwise) or other circumstance or contingency within or outside the contral of MOODY'S or
any of its directors, officers, employees or agents in connection with the procurement, collection, compilation,
analysis, interpretation, communication, publication or delivery of any such information, or (b) any direct, indirect,
special, consequential, compensatory or incidental darnages whatsoever (including without limitation, lost profits),
aven if MOODY'S is advised in advance of the possibility of such damages, resuiting from the use of or inability to
use, any such information. The ratings, financial reporting analysis. projections, and other cbservations, il any,
constituting part of the information contained herein are, and must be construed solely as, statemenls of opinion and
not statements of fact or recommendations to purchase, sell or hold any securities. Each user of the information
contained herein must make its own study and evaluation of each security it may consider purchasing, holding or
sefling. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS,
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR QTHER
OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER WHATSOEVER.

MIS, a whollv-owned credit raling agency subsidiary of MOODY'S Corporation ("MCO"), hereby discloses that most
issuers of debt securities (including corporate and municipal bonds, debentures, notes and commaercial paper) and
preferrad stock rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating
services rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintaln policies
and procedures to address the independence of MIS's ralings and rating processes. information regarding certain
affiliations thal may exist between directors of MCO and rated entities, and between entilies who hold ratings from MES
and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at

www.moodys.com under the heading "Shargholder Relations - Corporate Governance - Direclor and Shareholder
Affiltation Policy.”
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Any publication into Australia of this Document is by MOODY'S affiiate MOODY'S nvestors Service Pty Limited ABN
61 003 399 657, which holds Australian Financial Services License no, 338859, This document is intended to be
providad only to wholesate clients (within the meaning of section 761G of the Corporations Act 2001). By continuing lo
access this Document from within Australia, you represent to MOODY'S and its affilfates that you are, or are
accessing the Document as a representative of, a wholesale client and that neither you nor the entity vou represent
will directly or indirectly disseminate this Document or its contents to retail clients (within the meaning of section 761G
of the Corporafions Act 2001).
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FitchRatings

KNGW YOUR RISK

FITCH DOWNGRADES FPL GROUP INC. AND FPL GROUP
CAPITAL TO 'A-'; AFFIRMS FLORIDA POWER & LIGHT

Fitch Ratings-New York-30 April 2010: Fitch Ratings has downgraded the Issuer Default Ratings
(IDR) of FPL Group Inc, (FPL Group) and FPL Group Capital (Group Capital) by one notch to 'A-'
from 'A'. At the same time, Fitch has affirmed the ‘A’ IDR of Florida Power & Light (FP&L). Fitch
has removed all three credits from Rating Watch Negative and assigned a Negative Rating Outlook.
Approximately $14 billion of debt is affected by today's rating actions. All of the rating actions are
listed at the end of this release.

Group Capital's ratings and Outlook are identical with those of its parent FPL Group, reflecting the
unconditional and irrevocable guarantee by the parent of the debt obligations of Group Capital.
Aside from those guarantees, FPL Group has no debt.

Fitch's one-notch downgrades of the ratings of FPL Group Inc. recognize the company's large
investments over the past five years in competitive power generation and energy marketing and the
reduced relative contributions of FP&L to the group's business mix, A recent trigger for this rating
action was the adverse March 2010 order in FP&L's electric base rate case and the contentious
political and regulatory environment affecting utilities in Florida.

The Negative Rating Outlooks for FPL Group and Group Capital reflect uncertainty about ongoing
political developments affecting the Florida Public Service Commission (FPSC) as well as the
concern that reduced growth opportunities may result in pursuit of more aggressive non-utility
project development or major acquisitions. FPL Group continues to have a sound cash flow and
strong liquidity, consistent with Fitch's 'A-' rating, but the group's reliance on cash flow derived
from tax incentives makes a strong income contribution from FP&L all the more important to FPL
Group's consolidated cash flow. Weak wholesale power and capacity prices and increased
competition in the renewable energy field are also concerns. With regard to FPL Group Inc. and
FPL Group Capital, Fitch's ratings consider the following factors which partially or fully offset
credit measures that are not as robust as 'A-' peers: (1) NextEra Energy Resources' assets are
concentrated in non-carbon emitting resources, and any future controls on carbon emissions or
renewable portfolio standards may enhance and will not reduce cash flows; (2) NextEra hedges
forward its power output with a balanced mix of physical contracts and derivatives; and (3)
approximately $4.3 billion of project finance debt included in the group's consolidated debt have no
recourse or only limited recourse to corporate support (typically a limited undertaking to monetize
tax benefits such as production tax credits relating to a project.)

The affirmation of FP&L's ratings reflects the size, quality, and diversity of the FP&L utility
business and operations, its low debt leverage, and robust liquidity. Reflecting an adverse base rate
order in March 2010, Fitch's base and stress case forecasts for the utility indicate that FP&L cash
flow credit ratios will decline materially in 2010-2011 but nonetheless should continue to meet
Fitch's benchmarks for the 'A' IDR and conform with those of comparable integrated utilities rated
by Fitch. Favorably, FP&L continues to benefit from trackers and adjustment mechanisms that
result in recovery of purchased power, fuel and environmental costs, representing roughly 55% of
revenues, and from a strong equity-to-capital ratio of 59.1%. The Negative Rating Outlook for
FP&L reflects continuing uncertainty about the future political and regulatory trends in Florida and
the downside case that the economic recovery in Florida may significantly lag the recovery in other
parts of the U.S.

Fitch's ratings presume that FPL Group will fund its capital expenditures with retained internal cash
flow supplemented by a balanced mix of debt, equity and/or hybrid equity financing. Fitch's ratings
also assume that FP&L will continue to recover fuel, purchased power, and storm recovery costs
consistent with current FPSC policies.
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Ratings of FPL Group Inc., and Group Capital could be adversely affected if NextEra Energy
Resources pursues more speculative power development without assured off-take arrangements;
increased energy marketing and trading activities; inability to renew expiring contracts; use of
higher debt leverage; or materially adverse FPSC regulatory developments that would further
impair cash flow of FP&L.

Ratings of FP&L would be adversely affected if the FPSC adopts less supportive policies on
recovery of purchased power costs, fuel expense, environmental compliance costs, new renewal
resources, or storm related expenses, or if the utility pursues major capital investment without
assured revenue recovery.

Ratings affected by these actions are listed below.
Fitch has downgraded the following ratings and assigned a Negative Rating Outlook:

FPL Group, Inc.
--Issuer Default Rating (IDR) to 'A-' from A.

FPL Group Capital, Inc.

--IDR to 'A-' from 'A’;

--Senior unsecured debentures to 'A-' from 'A’;
--Jr. Subordinate hybrids to 'BBB' from 'BBB+".

FPL Group Capital Trust I
--Trust preferred stock to 'BBB’ from 'BBB+'.

Fitch has affirmed the following ratings:

FPL Group Capital, Inc.
--Short-term IDR and commercial paper at 'F1'.

Florida Power & Light Company

--IDR at'A";

--Short-term IDR. and commercial paper at 'F1'.
--First mortgage bonds at 'AA-';

--Unsecured pollution control revenue bonds at 'A+'.

Fitch also assigned a Negative Rating Outlook to Florida Power & Light Company.

Applicable criteria available on Fitch's web site at 'www fitchratings.com' include:

--'Credit Rating Guidelines for Regulated Utility Companies' (July 31, 2007).

--'Issuer Default Ratings and Recovery Ratings in the Power and Gas Sector' (Nov. 7, 2005).

--'U.S. Power and Gas Comparative Operating Risk (COR) Evaluation and Financial Guidelines'
(Aug. 22, 2007).

--'Corporate Rating Methodology' (Nov. 24, 2009);

--'Rating Hybrid Securities' (Dec. 29, 2009).

Contact: Ellen Lapson, CFA +1-212-908-0504 or Sharon Bonelli +1-212-908-0581, New York.

Media Relations: Cindy  Stoller, New York, Tel: +1 212 908 0526, Email:
cindy .stoller@fitchratings.com.

Additional information is available at ‘www fitchratings.com'.

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND
DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY
"FOLLOWING THIS LINK:
HTTP://FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION,
RATING DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE
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ON THE AGENCY'S PUBLIC WEBSITE '"WWW.FITCHRATINGS.COM'. PUBLISHED
RATINGS, CRITERIA AND METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT
ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF
INTEREST, AFFILIATE FIREWALL, COMPLIANCE AND OTHER RELEVANT POLICIES
AND PROCEDURES ARE ALSO AVAILABLE FROM THE 'CODE OF CONDUCT' SECTION
OF THIS SITE.
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FitchRatings

FITCH AFFIRMS RATINGS OF NEXTERA AND FLORIDA
POWER & LIGHT; OUTLOOK REVISED TO STABLE

Fitch Ratings-New York-02 May 2011: Fitch affirmed the issuer default ratings (IDR) of NextEra
Energy, Inc. (NextEra) and NextEra Energy Capital Holdings, Inc. (Capital Holdings) at 'A-" and
affirmed the 'A’ IDR of Florida Power & Light (FP&L). Also, Fitch revised the Rating Outlooks for
all three credits to Stable from Negative. Approximately $15 billion of recourse debt is affected by
today's rating actions, and the instrument ratings are listed at the end of this release.

The affirmations of the ratings of NextEra, Capital Holdings, and FP&L and the change in the
Rating Outlook to Stable recognize the improved economic and utility regulatory environment in
Florida. An indicator of the change is the December 2010 rate settlement that will enable FP&L to
collect revenues and to begin recovering its investment in the new West County 3 power facility
when that unit starts commercial operation this year. The membership of the Public Service
Commission has stabilized following Governor Rick Scott's appointment of four commissioners,
confirmed by the state senate on April 29,

There are signs of gradual improvement in employment statistics in South Florida, although
regional unemployment remains above the national average. Favorably, FP&L has reported modest
increases for five consecutive quarters in the number of customers connected to its system. The
affirmation of FP&L's ratings also reflects: the availability of tariff adjustment mechanisms and
trackers that result in timely recovery of purchased power, fuel and environmental costs; the utility's
low debt leverage; and strong interest coverage in excess of Fitch's norms for comparable 'A' rated
utility credits.

NextEra's consolidated parent-level credit ratios are not as robust as those of its 'A-" peers, but Fitch
also takes into consideration several factors that enhance credit quality. First, the NextEra group has
a stable core of cash flows from a combination of utility and long-term contractual businesses. Over
the next five years, Fitch anticipates that FP&L and regulated electric transmission assets in Texas
will account for half of NextEra's EBITDA, and combined with NextEra Energy wholesale
generation assets subject to committed confractual sales contracts, Fitch forecasts that three-quarters
of EBITDA will be from predictable or stable sources. Second, NextEra's forward power sales are
hedged for a materially longer contract duration than other major U.S. competitive generators.
Third, NextEra Energy's non-utility generation porifolio has an extremely low exposure to
coal-fired generating facilities due to its concentration in nuclear, natural gas, and renewable
generation technologies. Finally, approximately $5.25 billion of project finance debts included in
the group's Dec. 31, 2010 consolidated debt balance have either limited recourse or no recourse to
corporate support, which is a risk mitigant that offsets the higher teverage resulting from project
financing,

The Stable Outlooks for NextEra, Capital Holdings, and FP&L also consider the strong liquidity
position of the group and favorable access to capital markets,

Fitch's ratings presume that the group will fund its capital expenditures with retained internal cash
flow supplemented by a balanced mix of debt, equity or hybrid equity financing. Fitch's ratings also
assume that FP&L will continue to recover fuel, purchased power, and storm recovery costs
consistent with current Florida Public Service Commission (FPSC) policies.

Credit Concerns:

Among the risks that Fitch considered in the ratings are the continuing high rate of capital
expenditures at both NextEra Energy Resources and FP&L and the group's reliance on tax credits
and tax incentives for cash flow. Ratings of NextEra and Capital Holdings could be adversely
affected if NextEra Energy Resources pursues speculative power project development without
assured off-take arrangement, undertakes increased energy marketing and trading activities or is
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unable to renew expiring contracts on terms that maintain the current credit profile. Changes in tax
laws or regulations that impair the ability to utilize the group's accumulated tax credits would be a
credit negative; on the other hand, NextEra's credit would not be sensitive to elimination of the
availability of production tax credits on new projects.

Ratings of FP&L would be adversely affected if the FPSC adopts less supportive policies on
recovery of purchased power costs, fuel expense, environmental compliance costs, new renewal
resources, or storm related expenses.

Capital Holdings' ratings and outlook are identical with those of its parent NextEra, reflecting the
unconditional and irrevocable guarantee by the parent of the debt obligations of Capital Holdings.
Aside from those guarantees, NextEra has no debt.

Ratings affected by these actions are listed below.

Ratings affirmed and all on Rating Outlook Stable:
NextEra Energy, Inc.

--Issuer Default Rating (IDR) at 'A-";

--Equity Units at 'A-',

NextEra Energy Capital Holdings, Inc.
--IDR at'A-
--Senior unsecured debentures 'A-";

--Jr. Subordinate hybrids 'BBB’;
--Short-term IDR and commercial paperat 'F1°.

FPL Group Capital Trust I
--Trust preferred stock at 'BBB'.

Florida Power & Light Company

--IDR at'A";

--First mortgage bonds 'AA-';

--Unsecured pollution control revenue bonds 'A+';
--Short-term IDR and commercial paper 'F1'.

Contacts:

Primary Analyst:
Ellen Lapson, CFA
Managing Director

+1 212-908-0504

One State Street Plaza
New York, NY 10004

Secondary Analysts:
Sharon Bonelli,

Managing Director
+1 212 908 0581,

Lindsay Minneman,
Associate Director
+1 212-908-0592

Committee Chairperson:
Gien Grabelsky
Managing Director

+1 212-908-0577
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Media Relations: Brian Bertsch, New York, Tel: +1 212-908-0549, Email:
brian.bertsch@fitchratings.com.

Additional information is available at 'www.fitchratings.com'.

Applicable Criteria and Related Research:

--'Corporate Rating Methodology' (August 16, 2010});

--'U.S. Power and Gas Comparative Operating Risk (COR) Evaluation and Financial Guidelines'
(Aug. 22, 2007).

--'Utility Sector Notching and Recovery Ratings' (March 16, 2010).

Applicable Criteria and Related Research:

Corporate Rating Methodology

http://www fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=546646

U.S. Power and Gas Comparative Operating Risk (COR) Evaluation and Financial Guidelines
http:/Awww fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=338030

Utilities Sector Notching and Recovery Ratings

http://www . fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=504546

ALL FITCH CREDIT RATINGS ARE SUBIJECT TO CERTAIN LIMITATIONS AND
DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY
FOLLOWING THIS LINK:
HTTP://FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN  ADDITION,
RATING DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE
ON THE AGENCY'S PUBLIC WERBSITE "WWW.FITCHRATINGS.COM'. PUBLISHED
RATINGS, CRITERIA AND METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT
ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF
INTEREST, AFFILIATE FIREWALL, COMPLIANCE AND OTHER RELEVANT POLICIES
AND PROCEDURES ARE ALSO AVAILABLE FROM THE 'CODE OF CONDUCT' SECTION
OF THIS SITE.
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FitchRatings

One State Stroet Piaza T 212 Q08 G500 £ 800 75 FITCH
New York, NY 10004 waww fifCheatmgs com

Paul Cutler

Treasurer

NextEra Energy, Inc.

700 Universe Blvd

Juno Beach, Florida 33408

May 14, 2012

Dear Mr. Cutler,
Re: Florida Power & Light’s $600 Million 4.05% First Mortgage Bonds Series due June 1, 2042
Fitch (see definition below) assigns the following ratings:

‘AA-’ with a Stable Rating Outlook to the securities referenced above.

In issuing and maintaining its ratings, Fitch relies on factual information it receives from issuers
and underwriters and from other sources Fitch believes to be credible. Fitch conducts a reasonable
investigation of the factual information relied upon by it in accordance with its ratings
methodology, and obtains reasonable verification of that information from independent sources, to
the extent such sources are available for a given security or in a given jurisdiction.

‘The manner of Fitch’s factual investigation and the scope of the third-party verification it obtains
will vary depending on the nature of the rated security and its issuer, the requirements and
practices in the jurisdiction in which the rated security is offered and sold and/or the issuer is
located, the availability and nature of relevant public information, access to the management of the
issuer and its advisers, the availability of pre-existing third-party verifications such as audit
reports, agreed-upon procedures letters, appraisals, actuarial reports, engineering reports, legal
opinions and other reports provided by third parties, the availability of independent and competent
third-party verification sources with respect to the particular security or in the particular
jurisdiction of the issuer, and a variety of other factors.

Users of Fitch’s ratings should understand that neither an enhanced factual investigation nor any
third-party verification can ensure that all of the information Fitch relies on in connection with a
rating will be accurate and complete. Ultimately, the issuer and its advisers are responsible for the
accuracy of the information they provide to Fitch and to the market in offering documents and
other reports. In issuing its ratings Fitch must rely on the work of experts, including independent
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FitchRatings

auditors with respect to financial statements and attorneys with respect to legal and tax matters.
Further, ratings are inherently forward-looking and embody assumptions and predictions about
future events that by their nature cannot be verified as facts. As a result, despite any verification of
current facts, ratings can be affected by future events or conditions that were not anticipated at the
time a rating was issued or affirmed.

Fitch seeks to continuously improve its ratings criteria and methodologies, and periodically
updates the descriptions on its website of its criteria and methodologies for securities of a given
type. The criteria and methodology used to determine a rating action are those in effect at the time
the rating action is taken, which for public ratings is the date of the related rating action
commentary. Each rating action commentary provides information about the criteria and
methodology used to arrive at the stated rating, which may differ from the general criteria and
methodology for the applicable security type posted on the website at a given time. For this
reason, you should always consult the applicable rating action commentary for the most accurate
information on the basis of any given public rating.

Ratings are based on established criteria and methodologies that Fitch is continuously evaluating
and updating. Therefore, ratings are the collective work product of Fitch and no individual, or
group of individuals, is solely responsible for a rating. All Fitch reports have shared authorship.
Individuals identified in a Fitch report were involved in, but are not solely responsible for, the
opinions stated therein. The individuals are named for contact purposes only.

Ratings are not a recommendation or suggestion, directly or indirectly, to you or any other person,
to buy, sell, make or hold any investment, loan or security or to undertake any investment strategy
with respect to any investment, loan or security or any issuer. Ratings do not comment on the
adequacy of market price, the suitability of any investment, loan or security for a particular
investor (including without limitation, any accounting and/or regulatory treatment), or the tax-
exempt nature or taxability of payments made in respect of any investment, loan or security. Fitch
is not your advisor, nor is Fitch providing to you or any other party any financial advice, or any
legal, auditing, accounting, appraisal, valuation or actuarial services. A rating should not be
viewed as a replacement for such advice or services.

The assignment of a rating by Fitch does not constitute consent by Fitch to the use of its name as
an expert in connection with any registration statement or other filings under US, UK or any other
relevant securities laws. Fitch does not consent to the inclusion of its ratings nor this letter
communicating our rating action in any offering document.

The ratings described above are point-in-time. Unless you request these ratings to be made public
as described above, they will not be monitored by Fitch and therefore will not be updated to reflect
any changed circumstances or information that may affect the ratings assigned. In the event the
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rating becomes a monitored rating, it will be important that you promptly provide us with all
information that may be material to the ratings so that our ratings continue to be appropriate.
Ratings may be raised, lowered, withdrawn, or placed on Rating Watch due to changes in,
additions to, accuracy of or the inadequacy of information or for any other reason Fitch deems
sufficient.

Nothing in this letter is intended to or should be construed as creating a fiduciary relationship
between Fitch and you or between Fitch and any user of the ratings.

In this letter, “Fitch’ means Fitch, Inc. and any subsidiary or successor in interest.

We are pleased to have had the opportunity to be of service to you. If we can be of further
assistance, please contact Shalini Mahajan at 212 908 0351.

Sincerely,

Glen Grabelsky
Managing Director
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PROSPECTUS SUPPLEMENT
(To prospectus dated August 3, 2009)

7

Florida Power & Light Company
First Mortgage Bonds,
$600,000,000 4.05% Series due June 1, 2042

Florida Power & Light Company will pay interest on the first mortgage bonds on June 1 and
December 1 of each year, beginning December 1, 2012, while the first mortgage bonds are outstanding.
Florida Power & Light Company may redeem some or all of the first mortgage bonds at any time before
their maturity date at the redemption prices discussed under “Certain Terms of the Offered Bonds—
Redemption™ beginning on page S-17 of this prospectus supplement.

Florida Power & Light Company does not plan to list the first mortgage bonds on any securities
exchange. The first mortgage bonds are secured by the lien of Florida Power & Light Company’s mortgage
and rank equally with all of Florida Power & Light Company’s first mortgage bonds from time to time
outstanding. The lien of the mortgage is discussed under “Description of Bonds—Security” beginning on
page 11 of the accompanying prospectus.

See “Risk Factors” beginning on page S-3 of this prospectus supplement to read about
certain factors you should consider before making an investment in the first mortgage
bonds.

Neither the Securities and Exchange Comruission nor any other securities commission in any jurisdiction has
approved or disapproved of the first mortgage bonds or determined if this prospectus supplement or the
accompanying prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

Per First
Mortgage Bond Total
Priceto Public . . ... .. e 99.860% $599,160,000
Underwriting DIscount . ... ... oottt et eee et raa e 0.875% $. 5250000
Proceeds to Florida Power & Light Company (before expenses) ... ... ... 98.985% $593,910,000

In addition to the Price to Public set forth above, each purchaser will pay an amount equal to the
interest, if any, accrued on the first mortgage bonds from the date that the first mortgage bonds are
originally issued to the date that they are delivered to that purchaser.

The first mortgage bonds are expected to be delivered in book-entry only form through The Depository
Trust Company for the accounts of its participants on or about May 15, 2012.

Joint Boolk-Running Managers
BofA Merrill Lynch Credit Suisse J.P. Morgan
Mitsubishi UFJ Securities RBC Capital Markets RBS
Co-Managers
BNP PARIBAS BNY Mellon Capital Markets, LL.C CIBC Credit Agricole CIB
Lioyds Securities TD Securities US Bancorp

The date of this prospectus supplement is May 10, 2012.

STAFF 005389
FPL RC-12

120015 Hearing Exhibits - 01759



You should rely only on the information incorporated by reference or provided in this prospectus supplement
and in the accompanying prospectns and in any written communication from Florida Power & Light
Company (“FPL"} or the underwriters specifying the final terms of the offering. Neither FPL nor the
underwriters bave authorized anyone else te provide you with additional or different information. Neither
FPL nor the underwriters are making an offer of these first mortgage bonds in any jurisdiction where the
offer is not permitted. You should not assume that the information in this prospectus supplement or in the
accompanying prospectus is accurate as of any date other than the date on the front of those documents or
that the information incorporated by reference is accurate as of any date other than the date of the document

incorporated by reference.
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RISK FACTORS

The information in this section replaces the information in the “Risk Factors” section beginning on page 2
of the accompanying prospectus,

Before purchasing the first mortgage bonds, investors should carefully consider the following risk factors
fogether with ihe risk factors and other information incorporated by reference or provided in the accompanying
prospectus or in this prospectus supplement in order to evaluate an investment in the first morigage bonds.

Regulatory, Legislative and Legal Risks

FPL’s business, financial condition, results of operations and prospects may be adversely affected by the
extensive regulation of its business.

FPL’s operations are subject to complex and comprehensive federal, state and other regulation. This
extensive regulatory framework, portions of which are more specifically identified in the following risk factors,
regulates, among other things and to varying degrees, FPL’s industry, rates and cost structures, operation of nuclear
power facilities, construction and operation of generation, transmission and distribution facilities, transmission and
fuel storage facilities, acquisition, disposal, depreciation and amortization of facilities and other assets,
decommissioning costs and funding, service reliability, wholesale and retail competition, and commodities trading
and derivatives transactions. In its business planning and in the management of its operations, FPL must address the
effects of regulation on its business and any inability or failure to do so adequately could have a material adverse
effect on its business, financial condition, results of operations and prospects.

FPL’s business, financial condition, results of operations and prospects could be materially adversely affected
if it is unable to recover in a timely manner any significant amount of costs, a return on certain assets or an
appropriate return or capital throngh base rates, cost recovery clauses, other regulatory mechanisms or
otherwise.

FPL is a regulated entity subject to the jurisdiction of the Florida Public Service Commission (“FPSC”)
over a wide range of business activities, including, among other items, the retail rates charged to its customers
through base rates and cost recovery clauses, the terms and conditions of its services, procurement of electricity for
its custorers, issuance of securities, and aspects of the siting and operation of its generating plants and transmission
and distribution systems for the sale of electric energy. The FPSC has the authority to disallow recovery by FPL of
costs that it considers excessive or imprudently incurred and to determine the level of retun that FPL is permitted to
earn on its investments. The regulatory process, which may be adversely affected by the political, regulatory and
economic environment in Florida and elsewhere, limits FPL’s ability to increase eamnings and does not provide any
assurance as to achievement of authorized or other earnings levels. FPL’s business, financial condition, results of
operations and prospects could be materially adversely affected if any material amount of costs, a return on certain
asscls or an appropriate return on capital cannot be recovered through base rates, cost recovery clauses, other
regulatory mechanisms or otherwise.

Regulatory decisions that are important to FPL may be materially adversely affected by political, regulatory
and economie factors.

The local and national political, regulatory and economic environment has had, and may in the future have,
an adverse effect on FPSC decisions with negative consequences for FPL. These decisions may require, for
example, FPL to cancel or delay planned development activities, to reduce or delay other planned capital
expenditures or to pay for investments or otherwise incur eosts that it may not be able to recover through rates, each
of which could have a material adverse effect on the business, financial condition, results of operations and
prospects of FPL.
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FPL’s use of derivative instruments could be subject to prudence challenges and, if found impruodent, could
result in disallowances of cost recovery for such use by the FPSC.

In the event that the FPSC engages in a prudence review of FPLs use of derivative instruments and finds
such use to be imprudent, the FPSC could deny cost recovery for such use by FPL. Such an outcome could have a
material adverse effect on FPL’s business, financial condition, results of operations and prospects.

FPL’s business, financial condition, results of operations and prospects could be materially adversely affected
as a result of new or revised laws, regnlations or interpretations or other regulatory initiatives,

FPL’s business is influenced by various legislative and regulatory initiatives, including, but not limited to,
initiatives regarding deregulation or restructuring of the energy industry, regulation of the commodities trading and
derivatives markets, and environmental regulation, such as regulation of air emissions, regulation of water
consutnption and water discharges, and regulation of gas and oil infrastructure operations, as well as associated
environmental permitting. Changes in fhe nature of the regulation of FPL’s business could have a material adverse
effect on FPL’s results of operations. FPL is unable to predict future legislative or regulatory changes, initiatives or
interpretations, although any such changes, initiatives or interpretations may increase costs and competitive
pressures on FPL, which could have a material adverse effect on FPL’s business, financial condition, resulis of
operations and prospects.

FPL has limited competition in the Florida market for retail electricity customers. Any changes in Florida
law or regulation which introduce competition in the Florida retail electricity market could have a material adverse
effect on FPL’s business, financial condition, results of operations and prospects. There can be no assurance that
FPL will be able to respond adequately to such regulatory changes, which could have a material adverse effect on
FPI.’s business, financial condition, results of operations and prospects.

FPL’s business, financial condition, results of operations and prospects could be materially adversely affected
if the rules implementing the Dodd-Frank Wall Street Reform and Consumer Protection Act (“Dodd-Frank
Act") broaden the scope of its provisions regarding the regulation of over-the-counter (“OTCT) financial
derivatives and make them applicable to FPL.

The Dodd-Frank Act, enacted into law in July 2010, among other things, provides for the regulation of the
QTC derivatives market. The Dodd-Frank Act includes provisions that will require certain OTC derivatives, or
swaps, to be centrally cleared and execisted through an exchange or other approved trading platform. While the
legislation is broad and detailed, substantial portions of the legislation require implementing rules to be adopted by
federal governmental agencies including, but not limited to, the U.S Securities and Exchange Commission (“SEC”),
and the U.S. Commodity Futures Trading Commission.

FPL cannot predict the final rules that will be adopted to implement the OTC derivatives market provisions
of the Dodd-Frank Act. Those rules could negatively affect FPL’s ability to hedge its commodity and interest rate
risks, which could have a material adverse effect on FPL’s results of operations. FPL may have portions of its
business that may be required to register as swap dealers or major swap participants and submit to extensive
regulation if it wishes to continue certain aspects of its derivative activities. In addition, if the rules require FPL to
post significant amounts of cash collateral with respect to swap transactions, FPL’s liquidity could be materially
adversely affected, and its ability to enter into OTC derivatives to hedge commeodity and interest rate risks could be
significantly limited. Reporting and compliance requirements of the rules also could significantly increase operating
costs and expose FPL to penalties for non-compliance. The Dodd-Frank Act or other initiatives also could impede
the efficient operation of the commodities trading and derivatives markets, which could also materially adversely
affect FPL’s business, financial condition, results of operations and prospects.
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FPL is subject to numercus environmental laws and regutations that require capital expenditures, increase its
cost of operations and may expose it to lisbilities.

FPL is subject to environmental laws and regulations, including, but not limited to, extensive federal, state
and local environmental statutes, rules and regulations relating to air quality, water quality and usage, climate
change, emissions of greenhouse gases, including, but not limited to, carbon dioxide (*CO,”), waste Toanagement,
hazardous wastes, marine, avian and other wildlife mortality and habitat protection, historical artifact preservation,
natural resources, health (including, but not limited to, electric and magnetic fields from power lines and
substations) and safety standards that could, among other things, prevent or delay the development of power
generation, power or natural gas transmission, or other infrastructure projects, restrict the output of some existing
facilities, limit the use of some fuels required for the production of electricity, require additional pollution control
equipment, and otherwise increase costs, increase capital expenditures and limit or eliminate certain operations.

There are significant capital, operating and other costs associated with compliance with these
environmental statutes, rules and regulations, and those costs could be even more significant in the future as a result
of new legislation, the current trend toward more stringent standards, and stricter and more expansive application of
existing environmental regulations.

Violations of current or future laws, rules and regulations could expose FPL to regulatory and legal
proceedings, disputes with, and legal challenges by, third parties, and potentially significant civil fines, criminal
penalties and other sanctions.

FPL’s business could be negatively affected by federal or state laws or regulations mandating new or
additional limits on the production of greenhonse gas emissions.

Federal or state laws or regulations may be adopted that would impose new or additional limits on the
emissions of greenhouse gases, including, but not limited to, CO, and methane, from electric generating units using
fossil firels like coal and natural gas. The potential effects of such greenhouse gas emission limits on FPL’s electric
generating units are subject to significant uncertainties based on, among other things, the timing of the
implementation of any new requirements, the required levels of emission reductions, the nature of any market-based
or tax-based mechanisms adopted to facilitate reductions, the relative availability of greenhouse gas emission
reduction offsets, the development of cost-effective, commercial-scale carbon capture and storage technology and
supporting regulations and liability mitigation measures, and the range of available compliance altemnatives.

While FPL’s electric generating units emit greenhouse gases at a lower rate of emissions than most of the
U.5. electric generation sector, the results of operations of FPL could be adversely affected to the extent that new
federal or state legislation or regulators impose any new greenhouse gas emission limits. Any future limits on
greenhouse gas emissions could:
¢ creafe substantial additional costs in the form of taxes or emission allowances;

+ make some of FPL’s electric generating units uneconomical to operate in the long term;

& require significant capital investment in carbon capture and storage technology, fuel switching, or
the replacement of high-emitting generation facilities with lower-emitting generation facilities; or

+  affect the availability or cost of fossil fuels.

There can be no assurance that FPL would be able to completely recover any such costs or investments,
which could have a material adverse effect on its business, financial condition, results of operations and prospects.

S-5
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Extensive federal regulation of the operations of FPL exposes FPL to significant and increasing compliance
costs and may slso expose it to substantial monetary penalties and other sanctions for compliance failures.

FPL is subject to extensive federal regulation, which imposes significant and increasing compliance costs
on its operations. Additionally, any actual or alleged compliance failures could result in sigrificant costs and other
potentially adverse effects of regulatory investigations, proceedings, settlements, decisions and claims, including,
among other items, potentially significant monetary penalties. As an example, under the Energy Policy Act of 2003,
FPL, as an owner and operator of bulk power transmission systems and/or electric generation facilities, is subject to
mandatory reliability standards. Compliance with these mandatory reliability standards may subject FPL fo higher
operating costs and may result in increased capital expenditures. If FPL is found not to be in compliance with these
standards, it may incur substantial monetary penalties and other sanctions. Both the costs of regulatory compliance
and the costs that may be imposed as a result of any actual or alleged compliance failures could have a material
adverse cffect on FPL's business, financial condition, results of operations and prospects.

Changes in tax laws, as well as judgments and estimates used in the determination of tax-related asset and
liability amounts, could adversely affect FPL’s business, financial condition, results of operations and
prospects.

FPL's provision for income taxes and reporting of tax-refated assets and liabilities requires significant
judgments and the use of estimates. Amounts of tax-related assets and liabilities invelve judgments and estimates of
the timibg and probability of recognition of income, deductions and tax credits, including, but not limited to,
estimates for potential adverse outcomes regarding tax positions that have been taken and the ability fo utilize tax
henefit carryforwards, such as net operating foss and tax credit carryforwards. Actual income taxes could vary
significantly from estimated amounts due to the firture impacts of, among other things, changes in tax laws,
regulations and interpretations, the financial condition and results of operations of FPL, and the resolution of audit
issues raised by taxing authorities. Ultimate resolution of income tax matters may result in material adjustments to
tax-related assets and liabilities, which could negatively affect FPL’s business, financial condition, results of
operations and prospects.

FPL’s business, financial condition, results of operations and prospects may be materially adversely affected
due to adverse results of litigation.

FPL’s business, financial condition, results of operations and prospects may be materially affected by
adverse results of litigation. Unfavorable resolution of legal proceedings in which FPL is involved or other future
legal proceedings, including, but not limited to, class action lawsuits, may have a material adverse effect on the
business, financial condition, results of operations and prospects of FPL.

Operational Risks

FPL’s business, financial condition, resulis of operations and prospects conld suffer if FPL does not proceed
with projects under development or is unable to complete the constraction of, or capital improvements to,
electric generation, transmission and distribution facilities or other facilifies on schedule or within budget.

FPL.’s ability to complete construction of, and capital improvement projects for, its electric generation,
transmission and distribution facilities and other facilities on schedule and within budget may be adversely affected
by escalating costs for materials and labor and regulatory compliance, inability to obtain or renew necessary
licenses, rights-of~way, permits or other approvals on acceptable terms or on schedule, disputes involving
contractors, labor organizations, land owners, governmental entities, environmental groups, Native American and
aboriginal groups, and other third parties, negative publicity, transmission interconnection issues and other
factors. If any development project or construction or capital improvemnent project is not completed, is delayed or is
subject to cost overruns, certain associated costs may not be approved for recovery or recoverable throngh
regulatory mechanisms that may otherwise be available, and FPL could become obligated to make delay or
termination payments or become obligated for other damages under contracts, could experience the loss of tax
credits or tax incentives and could be required to write-off all or a portion of its investments in the project. Any of
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these events could have a matetial adverse effect on FPL’s business, financial condition, results of operations and
prospects.

FPL may face risks related to project siting, financing, construction, permitting, governmental approvals and
the negotiation of project development agreements that may impede its development and operating activities.

FPL. owns, develops, constructs, manages and operates electric-generating and transmission facilities, A
key component of FPL’s growth is its ability to construct and operate generation and transmission facilities to meet
customer needs. As part of these operations, FPL must periodically apply for licenses and permits from vatious
local, state, federal and other regulatory authorities and abide by their respective conditions. Should FPL be
unsuccessful in obtaining necessary licenses or permits on acceptable terms, should there be a delay in obtaining or
renewing necessary licenses or permits or should regulatory authorities initiate any associated investigations or
enforcement actions or impose related penalties or disallowances on FPL, FPL’s business, financial condition,
results of operations and prospects could be materially adversely affected. Any failure to negotiate successful
project development agreements for new facilities with third parties could have similar results.

The operation and maintengnce of FPL’s electric generation, transmission and distribntion facilities and
other facilities are subject to many operational risks, the consequezces of which could have a material
adverse effect on FPL’s business, financial condition, results of operations and prospects.

FPL’s electric generation, transmission and distribution facilities and other facilities are subject to mamy
operational risks. Operational risks could result in, among other things, lost revenues due to prolonged cutages,
increased expenses due to monetary penalties or fines for compliance failures, liability to third parties for property
and persopal injury damage, a failure to perform under applicable power sales agreements and associated loss of
revenues from terminated agreements or Hability for liquidated damages under continving agreements, and
replacement equipment costs or an obligation to purchase or generate replacement power at potentially higher
prices.

Uncertainties and risks inherent in operating and maintaining FPL’s facilities include, but are not limited
to:

»  risks associated with facility start-up operations, such as whether the facility wil) achieve projected
operating performance on schedule and otherwise as planned,

+ failures in the availability, acquisition or transportation of fuel or other necessary supplies;

=  the impact of unusual or adverse weather conditions, including, but not limited to, natural disasters
such as hurricanes, floods, earthquakes and droughts;

« performance below expected or contracied levels of output or efficiency;

« breakdown or failure, including, but not limited to, explosions, fires or other major events, of
equipment, transmission and distribution lines or pipelines;

+ availability of replacement equipment;

+ risks of property damage or human injury from energized equipment, hazardous substances or
explosions, fires or other events;

s availability of adequate water resources and ability 1o satisfy water intake and discharge
requirements;

» inability to manage properly or mitigate known equipment defects in FPL’s facilities;
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* use of new or unproven technology;

¢ risks associated with dependence on a specific fuel source, such as commodity price risk and lack
of available alternative fuel sources; and

+ insufficient insurance, warranties or performance guarantees to cover any or all lost revenues or
increased expenses from the foregoing.

FPL’s business, financial condition, results of operations and prospects may be negatively affected by a lack
of growth or slower growth in the number of customers or in customer usage.

Growth in customer accounts and growth of customer usage each directly influence the demand for
electricity and the need for additional power generation and power delivery facilities. Customer growth and
customer usage are affected by a number of factors outside the control of FPL, such as mandated energy efficiency
measures, demand side management goals, and economic and demographic conditions, such as population changes,
job and income growth, housing starts, new business formation and the overall level of economic activity. A lack of
growth, or a decline, in the number of customers or in customer demand for electricity may cause FPL to fail to fully
realize the anticipated benefits from significant investments and expenditures and could have a material adverse
effect on FPL’s own growth, business, financial condition, results of operations and prospects.

FPL’s business, financial condition, results of operations and prospects can be materially adversely affected
by weather conditions, including, but not limited to, the impact of severe weather.

Weather conditions directly influence the demand for electricity and natural gas and other faels and affect
the price of energy and energy-related commodities. In addition, severe weather, such as hurricanes, floods and
carthquakes, can be destructive and cause power outages and property darnage, reduce revenue, affect fuel supply,
and require FPL to incur additional costs, for example, o restore service and repair damaged facilities, obtain
replacement power and access available financing sources. Furthermore, FPL’s physical plant could be placed at
greater risk of damage should changes in global climate produce unusual variations in temperature and weather
patterns, resulting in more intense, frequent and extreme weather cvents, abnormal levels of precipitation and a
change in sea level. FPL operates in the east and lower west coasts of Florida, an area that historjcally has been
prone to severe weather events, such as hurricanes. A disraption or failure of electric generation, transmission or
distribution systems or natural gas production, transmission, storage or distribution systems in the event of a
hurricane, tornado or other severe weather event, or otherwise, could prevent FPL from operating its business in the
normal course and could result in any of the adverse consequences described above. Any of the foregoing could
have a material adverse effect on FPL's business, financial condition, results of operations and prospects.

ALFPL, recovery of costs to restore service and repair damaged facilities is or may be subject to regulatory
approval, and any determination by the regulator not to permit timely and full recovery of the costs incurred could
have a material adverse effect on FPL's business, financial condition, results of operations and prospects.

Threats of terrorism and catastrophic events that could result from terrorism, cyber attacks, or individuals
and/or groups attempting to disrupt FPL’s business, or the businesses of third parties, may materially
adversely affect FPL’s business, financial condition, results of operations and prospects.

FPL is subject to the potentially adverse operating and financial effects of terrorist acts and threats, as well
as cyber attacks and other disruptive activities of individuals or groups. FPL’s generation, transmission and
distribution facilities, fuel storage facilities, information technology systems and other infrastructure facilities and
systems could be direct targets of, or be indirectly affected by, such activities,

Terrorist acts or other similar events affecting FPL’s systems and facilities, or those of third parties on
which FPL relies, could barm FPL’s business, for example, by limiting its ability to generate, purchase or transmit

power, by limiting its abilify to bill customers and collect and process payments, and by delaying its development
and construction of new generating facilities or capital improvements to existing facilities. These events, and
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governmental actions in response, could result in 2 material decrease in revenues, significant additional costs (for
example, to repair asscts, implement additional security reguirements or maintain or acquire insurance), and
reputational damage, could adversely affect FPL’s operations {for example, by contributing to disruption of supplies
and markets for natural gas, oil and other fuels), and could impair FPL's ability to raise capital (for example, by
contributing to financial instability and lower economic activity),

The ability of FPL to obtain insurance and the terms of any available insurance coverage could be adversely
affected by international, national, state or local events and company-specific events, as well as the financial
condition of insurers. FPL’s insurance coverage does not provide protection against all significant losses.

Insurance coverage may not continue to be available or may not be available at rates or on terms similar to
those presently available to FPL. The ability of FPL to obtain insurance and the terms of any available insurance
coverage could be adversely affected by international, national, state or local events and company-specific events, as
well as the financial condition of insurers. If insurance coverage is not available or obtainable on acceptable terms,
FPL may be required to pay costs associated with adverse future events. FPL generally is not fully insured against
all significant losses. For example, FPL is not fully insured against hurricane-related losses, but would instead seek
recovery of such uninsured losses from customers subject to approval by the FPSC, to the extent losses exceed
restricted funds set aside to cover the cost of storm damage. A loss for which FPL is not fully insured could have a
material adverse effect on FPL’s business, financial condition, resuits of operations and prospects.

If price movements significantly or persistently deviate from historical behavior, FPL’s hedging and trading
procedures and associated risk managemeat tools may not protect against significant losses.

FPL has hedging and trading procedures and associated risk management tools, such as separate but
complementary financial, credit, operational, compliance and legal reporting systems, intetnal controls, management
review processes and other mechanisms. FPL is unable to assure that such procedures and tools will be effective
against all potential risks. Additionally, risk management tools and metrics such as daily value at risk, earnings at
tisk, stop loss limits and liquidity guidelines are based on historical price movements. Due to the inherent
uncertainty involved in price movements and potential deviation from historical pricing behavior, FPL is unable to
assure that its risk management tools and metrics will be effective to protect against adverse effects on its business,
financial condition, results of operations and prospects. Such adverse effects could be material.

If power tramsmission or natural gas, nuclear fuel or other commodity transportation facilities are
unavailable or disrapted, FPL’s ability to sell and deliver power or natoral gas may be limited.

FPL depends upon power fransmission and natural gas, nuclear fuel and other commodity transportation
facilities, many of which it does not own. Occurrences affecting the operation of these facilities that may or may not
be beyond FPL’s control (such as severe weather or a generator or transmission facility outage or pipeline rupture)
may limit or halt the ability of FPL to sell and deliver power and natural gas, or to purchase necessary fuels and
other commodities, which could materially adversely impact FPL's business, financial condition, resnlts of
operations and prospects.

FPL is subject to credit and performance risk from customers, hedging counterparties and vendors.

FPL 1s exposed to risks associated with the creditworthiness and performance of its customers, hedging
counterparties and vendors under contracts for the supply of equipment, materials, fuel and other goods and services
required for its business operations and for the construction and operation of, and for capital improvements to, its
facilities. Adverse conditions in the energy industry or the general economy, as well as circumstances of individuat
customers, hedging counterparties and vendors, may affect the ability of some customers, hedging counterparties
and vendors to perform as required under their contracts with FPL.

If any hedging, vending or other counterparty fails to fulfill its contractual obligations, FPL may need to
make arrangements with other counterparties or vendors, which could result in financial losses, higher costs,
untimely cornpletion of power generation facilities and other projects, and/or a disruption of its operations. Ifa
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defaulting counterparty is in poor financial condition, FPL may not be able to recover damages for any contract
breach.

EPL could recognize financial losses or a reduction in operating cash flows if a counterparty fails to perform
or make payments in accordance with the terms of derivative contracts or if FPL is required to post margin
cash collateral under derivative contracts.

FPL uses derivative instruments, such as swaps, options, futures and forwards, some of which are traded in
the OTC markets or on exchanges, to manage its commodity and financial market risks. Any failures by FPL’s
counterparties to perform or make payments in accordance with the terms of those transactions could have a material
adverse effect on FPL’s business, financial condition, results of operations and prospects. Similarly, any
requirement for FPL to post margin cash collateral under its derivative contracts could have a material adverse effect
on its business, financial condition, results of operations and prospects.

FPL is highly dependent on sersitive and complex information technology systems, and any failure or breach
of those systems conld have a material adverse effect on its basiness, financial condition, results of operations
and prospects. :

FPL operates in a highly regulated industry that requires the continuous functioning of sophisticated
information technology systems and network infrastructure. Despite FPL’s implementation of security measures, all
of its technology systems are vulnerable to disability, failures or unauthorized access due to such activities. 1f FPL's
information technology systems were 1o fail or be breached, and FPL was unable to recover in a timely way, FPL
would be unable to fulfill critical business functions, and sensitive confidential and other data could be
compromised.

FPL’s business is highly dependent on its ability to process and monitor, on a daily basis, a very Jarge
number of transactions, many of which are highly complex and cross numerous and diverse markets. Due to the
size, scope and geographical reach of FPL's business, and due to the complexity of the process of power generation,
transmission and distribution, the development and maintenance of information technology systems to keep track of
and process this information is both critical and extremely challenging. FPL’s operating systems and facilities may
fail to operate properly or become disabled as a result of events that are either within, or wholly or partiaily outside,
its control, such as operator error, severe weather or terrorist activities. Any such failure or disabling event could
adversely affect FPL’s ability to process transactions and provide services, and its financial results and liquidity.

FPL adds, modifies and replaces information systems on a regular basis. Modifying existing information
systems or implementing new or replacement information systems is costly and involves risks, inchiding, but not
Timited to, integrating the modified, new or replacement system with existing systems and processes, implementing
associated changes in accounting procedures and controls, and ensuring that data conversion is accurate and
consistent. Any disruptions or deficiencies in existing information systems, or disruptions, delays or deficiencies in
the modification or implementation of new information systerns, could result in increased costs, the inability to track
or collect revenues, the diversion of management’s and employees® attention and resources, and could negatively
impact the effectiveness of the company’s control environment, and/or the company’s ability to timely file required
regulatory reports.

FPL. also faces the risks of operational failure or capacity constraints of third parties, including, but not
limited to, those who provide power transmission and natural gas transportation services.

FPL’s retail business is subject to the risk that sensitive customer data may be compromised, which could
result in an adverse impact to its reputation and/or the results of operations of the retail business.

FPL s retail business requires access to sensitive customer data in the ordinary course of
business. FPL’s retait business may also need to provide sensitive customer data to vendors and service providers

who require access to this information in order to provide services, such as call center services, to the retail
business. If a significant breach occurred, the reputation of FPL could be adversely affected, customer confidence
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could be diminished, or customer information could be subject to identity theft. FPL would be subject to costs
associated with the breach and/or FPL could be subject to fines and legal claims, any of which may have a material
adverse effect on the business, financial condition, results of operations and prospects of FPL.

FPL could recognize financial losses as a result of volatility in the market values of derivative instraments
and Jimited liquidity in OTC markets.

FPL executes transactions in derivative instruments on either recognized exchanges or via the OTC
markets, depending on management’s assessment of the most favorable credit and market execution
factors. Transactions executed in OTC markets have the potential for greater volatility and less liquidity than
transactions on recognized exchanges. As a result, FPL. may not be able to execute desired OTC transactions due to
such heightened volatility and limited liquidity. ‘

In the absence of actively quoted market prices and pricing information from external sources, the
valuation of derivative instruments invalves management’s judgment or use of estimates. As a result, changes in the
undetiying assumptions or use of alternative valuation methods could affect the reported fair value of these
derivative instruments and have a material adverse effect on FPL’s business, financial condition, results of
operations and prospects.

FPL may be adversely affected by negative publicity.

From time to time, political and public sentiment may result in a significant amount of adverse press
coverage and other adverse public staterents affecting FPL. Adverse press coverage and other adverse statements,
whether or not driven by political or public sentirent, may also result in investigations by regulators, legislators and
law enforcement officials or in legal claims. Responding to these investigations and lawsuits, regardless of the
ultimate outcome of the proceeding, can divert the time and effort of senior managzment from FPL’s business.

Addressing any adverse publicity, governmental scrutiny or enforcement ot other legal proceedings is time
consuming and expensive and, regardless of the factual basis for the assertions being made, can have a negative
impact on the reputation of FPL, on the morale and performance of its employees and on its relationships with its
regulators. It may also have a negative impact on FPL's ability to take timely advantage of various business and
market opportunities. The direct and indirect effects of negative publicity, and the demands of responding to and
addressing it, may have a material adverse effect on FPL’s business, financial condition, results of operations and
prospects.

FPL’s business, financial condition, results of operations and prospects may be materially adversely affected
if FPL is unable to maintain, negotiate or renegotiate franchise agreements on acceptable terms with
municipalities and counties in Florida.

FPL must negotiate franchise agreements with municipalities and counties in Florida to provide electric
services within such municipalities and counties, and electricity sales generated pursuant to these agreements
represent a very substantial portion of FPL’s revenues. If FPL is unable to maintain, negotiate or renegotiate such
franchise agreements on acceptable terms, it could contribute to lower earnings and FPL may not fully realize the
anticipated benefits from significant investments and expenditures, which conld materially adversely affect FPL's
business, financial condition, results of operations and prospects.

Increasing costs associated with health care plans may materially adversely affect FPL’s results of operations.

The costs of providing health care benefits to employees and retirees have increased substantially in recent
years. FPL anticipates that its employee benefit costs, including, but not limited to, costs related to health care plans
for employees and former employees, will continue to rise. The increasing costs and funding requirements
associated with FPL’s health care plans may materially adversely affect EPL’s business, financial condition, results
of operations and prospects.
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FPL’s business, financial condition, results of operations and prospects could be negatively affected by the
lack of a qualified workforce or the loss or retirement of key employees.

FPL may not be able to service customers, grow its business or generally meet its other business plan goals
effectively and profitably if it does not attract and retain a qualified workforce. Additionally, the loss or retirement
of key executives and other employees may materially adversely affect service and productivity and contribute fo
higher training and safety costs.

Over the next several vears, a significant portion of FPL’s workforce, including, but not limited to, many
workers with specialized skills maintaining and servicing the nuclear generation facilities and elecfrical
infrastructure, will be eligible to retire, Such highly skilled individvals may not be able to be replaced quickly due
to the technically complex work they perform. If a significant amount of such workers retire and are not replaced,
the subsequent loss in productivity and increased recruiting and training costs could result in a material adverse
effect on FPL’s business, financial condition, results of operations and prospects.

FPL's business, finzncial condition, results of operations and prospects could be materizally adversely affected
by work strikes or stoppages and increasing personnel costs.

Employee strikes or work stoppages could disrupt operstions and lead to a loss of revenue and
customers. Personnel costs may also increase due to inflationary or competitive pressures on payroll and benefits
costs and revised terms of collective bargaining agreements with union employees. These consequences could have
a material adverse effect on FPLs business, financial condition, results of operations and prospects.

Nuclear Generation Risks

The construction, operation and maintenance of FPL’s nuclear generation facilities involve environmental,
health and financial risks that could result in fines or the closure of the facilities and in increased costs and
capital expenditures.

FPL’s puclear generation facilities are subject to environmental, health and financial risks, including, but
not Hmited to, those relating to site storage of spent nuclear fuel, the digposition of spent nuclear fuel, leakage and
emissions of tritium and other radioactive elements in the event of a nuclear accident or otherwise, the threat of a
terrorist attack and other potential liabilities arising out of the ownership or operation of the facilities. FPL
maintains decommissioning funds and external insurance coverage which are jntended to reduce the financial
exposure to some of these risks; however, the cost of decommissioning nuclear generation facilities could exceed the
smount available in FPL’s decommissioning funds, and the exposure to liability and property damages could exceed -
the amount of insurance coverage. If FPL is unable to recover the additional costs incurred through insurance or
regulatory mechanisms, its business, financial condition, results of operations and prospects could be materially
adversely affected.

In the event of an incident at any nuclear generation facility in the U.S. or at certain nuclear generation
facilities in Europe, FPL could be assessed significant retrospective assessments and/or retrospective
insurance premiums as a result of its participation in a secondary financial protection system and nuclear
insurance mutual companies.

Liability for accidents at nuclear power plants is governed by the Price-Anderson Act, which limits the
liability of nnclear reactor owners to the amount of insurance available from both private sources and an indusiry
retrospective payment plan. In accordance with this Act, FPL maintains $375 million of private liability insurance
per site, which is the maximum obtainable, and participates in a secondary financial protection system, which
provides up to $12.2 billion of liability insurance coverage per incident at any nuclear reactor in the U.S. Under the
secondary financial protection system, FPL is subject to retrospective assessments and/or retrospective insurance
premiumns of up to $470 million, plus any applicable taxes, per incident at any nuclear reactor in the U.S. or at
certain nuclear generation facilities in Europe, regardless of fault or proximity to the incident, payable at a rate not to
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exceed $70 million per incident per year. Such assessments, if levied, could materially adversely affect FPL's
business, financial condition, results of operations and prospects.

Nuclear Regulatory Commission (“NRC”) orders or new regulations related to increased security measures
and any fufure safety requirements promulgated by the NRC could require FPL to incur substantial
operating and capital expenditures at its nuclear generation facilities.

The NRC has broad authority to impose licensing and safety-related requirements for the operatior and
maintenance of nuclear generation facilities, the addition of capacity at existing nuclear generation facilities and the
construction of nuclear generation facilities, and these requirements are subject to change. In the event of non-
compliance, the NRC has the authority to impose fines or shut down a nuclear generation facility, or to take both of
these actions, depending upon its assessment of the severity of the situation, until compliance is achieved. Any of
the foregoing events could require FPL to incur increased costs and capital expenditures, and could reduce revenues.

Any serious nuclear incident occurring at 2 FPL plant could result in substantial remediation costs and
other expenses. A major incident at a nuclear facility anywhere in the world could cause the NRC to limit or
prohibit the operation or licensing of any domestic nuclear generation facility. An incident at a nuclear facHity
anywhere in the world also could cause the NRC to impose additional conditions or other requirements on the
industry, which could increase costs, reduce revenues and result in additional capital expenditures,

The inability to operate any of FPL’s nuclear generation units through the end of their respective operating
licenses eould have a material adverse effect on FPL’s business, financial condition, results of operations and
prospects.

The operating Jicenses for FPL’s nuclear generation facilities extend through at least 2032, If the facilities
canmot be operated for any reason through the life of those operating licenses, FPL may be required to increase
depreciation rates, incur impairment charges and accelerate future decommissioning expenditures, any of which
could materially adversely affect its business, financial condition, results of operations and prospects.

Various hazards posed to nuclear generation facilities, along with increased public attention to and awareness
of such hazards, could result in increased nuclear licensing or compliance costs which are gifficult or
impossible to predict and could have a material adverse effect on FPL's business, financial condition, results
of operations and prospects.

The threat of terrorist activity, as wel) as recent international events implicating the safety of nuclear
facilities, could result in more stringent or complex measures to keep facilities safe from a variety of hazards,
including, but not limited to, natural disasters such ag earthqualkces and tsunamis, as well as terrorist or other criminal
threats, This increased focus o safety could result in higher compliance costs which, at present, cannot be assessed
with any measure of certainty and which could have a material adverse effect on FPL’s business, financial condition,
results of operations and prospects,

FPL’s nuclear units are periodically removed from service to accommodate normal refueling and
maintenance outages, and for other purposes. If planned ontages last longer than anticipated or if there are
unplanned outages, FPL’s results of operations and financial condition could be materially adversely
affected.

FPL’s nuclear units are periodically removed from service to accommodate normal refueling and
maintenance outages, including, but not limited to, inspections, repairs and certain other modifications. In addition,
outages may be scheduled, often in connection with a refueling outage, to replace equipment, to increase the
generation capacity at a particular nuclear unit, or for other purposes, and those planned activities increase the time
the unit is not in operation. In the event that a scheduled outage lasts Jonger than anticipated or in the event of an
unplanned outage due to, for example, equipment failure, such outages could materially adversely affect FPL’s
business, financial condition, results of operations and prospects.
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Liquidity, Capital Requirements and Common Steck Risks

Disruptions, uncertainty or velatility in the credit and capital markets may negatively affect FPL’s ability to
fimd its liquidity and capital needs and to meet its growth objectives, and can also adversely affect the resunlts
of operations and financial condition of FPL.

FPL relies on access to capital and credit markets as significant sources of liquidity for capital requirements
and other operations requirements that are not satisfied by operating cash flows. Disruptions, uncertainty or
volatility in those capital and credit markets, including, but not limited to, the conditions of the most recent financial
crises in the T.S. and abroad, could increase FPL’s cost of capital. 1f FPL is unable to access regularly the capital
and credit markets on terms that are reasonable, it may have to delay raising capital, issue shorter-term securities and
incur an unfavorable cost of capital, which, in turn, could adversely affect its ability to grow jts business, could
contribute to lower earnings and reduced financiat flexibility, and could have a material adverse effect on its
business, financial condition, results of operations and prospects.

FPL’s inability to maintain its current credit ratings may adversely affect FPL’s liquidity and results of
operations, limit the ability of FPL to grow its business, and increase interest costs.

The inability of FPL to maintain its current credit ratings could adversely affect its ability to raise capital or
obtain credit on favorable terms, which, in turn, could impact FPL’s ability to grow its business and service
indebtedness and repay borrowings, and would likely increase its interest costs. Some of the factors that can affect
credit ratings are cash flows, liquidity, the amount of debt as a component of total capitalization, and political,
legislative and regulatory actions. There can be no assurance that one or more of the ratings of FPL will not be
lowered or withdrawn entirely by a rating agency.

FPL’s liquidity may be impaired if its ereditors are nnable to fund their credit commitments to FPL or to
mzintain their current credit ratings.

The inability of FPL’s credit providers to fund their credit commitments or to maintain their curreat credit
ratings could require FPL, among other things, to renegotiate requirements in agreements, find an alternative credit
provider with acceptable credit ratings to meet funding requirements, or post cash collateral and could have a
material adverse effect on FPL’s liquidity.

Poor market performance and other economic factors could affect FPL’s defined benefit pension plan’s
funded status, which may materially adversely affect FPL’s liquidity and resolts of operations.

NextEra Energy, Inc. (“NEE*), FPL’s parent company, sponsors a qualified noncontributory defined
benefit pension plan for substantially all employees of NEE and its subsidiaries. A decline in the market value of
the assets held in the defined benefit pension plan due to poor investment performance or other factors may increase
the funding requirernents for this obligation.

NEE’s defined benefit pension plan is sensitive to changes in interest rates, since, as interest rates decrease
the funding liabilities increase, potentially increasing benefits costs and funding requirements. Any increase in
benefits costs or funding requirements may have a materfal adverse effect on FPL's business, financial condition,
results of operations and prospects.

Poor market performance and other economic factors could adversely affect the asset values of FPL's nuclear
decommissioning funds, which may materially adversely affect FPL’s liquidity and results of operations.

FPL is required to maintain decommissioning funds to satisfy fis future obligations to decommission its
nuclear power piants. A decline in the market value of the assets held in the decommissioning funds due to poor
investment performance or other factors may increase the finding requirements for these obligations. Any increase
in funding requirements may have a material adverse effect on FPL’s business, financial condition, results of
operations and prospects.

S-14

STAFF 005402
FPL RC-12

I 120015 Hearing Exhibits - 01772




FLORIDA POWER & LIGHT COMPANY

The information in this section replaces the information in the “Florida Power & Light Company™ section
on page 6 of the accompanying prospectus.

FPL is a rate-regulated electric utility engaged primarily in the generation, transmission, distribution and
sale of electric energy in Florida. FPL is the largest electric utility in the state of Florida and one of the largest
electric utilities in the U.S based on generation. FPL, with 24,460 mw of generating capacity at December 31, 2011,
supplies electric service throughout most of the cast and lower west coasts of Florida, serving nearly 8.9 million
people through approximately 4.6 million customer accounts. FPL is 2 wholly-owned subsidiary of NEE. FPL was
incorporated under the laws of Florida in 1925.

USE OF PROCEEDS

The information in this section supplements the information in the “Use of Proceeds” section on page 6 of
the accompanying prospectus. Please read these two sections together,

The $600,000,000 aggregate principal amount of First Mortgage Bonds, 4.05% Series due June 1,2042
offered by this prospectus supplement and the accompanying prospectus are referred to in this prospectus
supplement as the “Offered Bonds.” FPL will add the net proceeds from the sale of the Offered Bonds, which are
expected to be approximately $591.¢ million (after deducting the underwriting discount and other offering
expenses), to its general funds. FPL expects to use its general funds to repay a portion of FPL’s total outstanding
commercial paper obligations and for other general corperate purposes. As of May 9, 2012, FPL had approximately
$1.02 billion of cutstanding commercial paper obligations which had maturities of up to 34 days and which had
annual interest rates ranging from 0.28% to 0.35%. FPL wiil temporarily invest in short-term instruments any
proceeds that are not immediatety used for these purposes.

CONSOLIDATED RATIO OF EARNINGS TO FIXED CHARGES
The information in this section supplements the information in the “Consolidated Ratio of Earnings to
Fixed Charges and Ratio of Earnings to Combined Fixed Charges and Preferred Stock Dividends™ section on page 7
of the accompanying prospectus.

FPL’s consolidated ratio of earnings to fixed charges for the three months ended March 31, 2012 was 4.50,
and for the years ended December 31, 2011, 2010 and 2009 was 5.18, 4.95 and 4.73, respectively.
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CONSOLIDATED CAPITALIZATION OF FPL AND SUBSIDIARIES

The following table shows FPL’s consolidated capitalization as of March 31, 2012, and as adjusted to
reflect the issuance of the Qffered Bonds. This table, which is presented in this prospectus supplement solely to
provide limited introductory information, is qualified in its entirety by, and should be considered in conjunction
with, the more detailed information incorporated by reference or provided in this prospectus supplement ot in the
accompanying prospectus.

Adjusted®
March 31,
2012 Amount Percent
(In Millions)
Common shareholder’s equity ... cooeiverincene. $11,129 $ 11,129 59.2%
Long-term debt (exchuding current
IBULTERS) cervvveeevaresreasssemsnesessars sermereerrscesnes o 7,056 7,656 40.3%
Total capitalization ...........ccrrireenaiviresseess $18,185 $18,785 100.0%

(a) To give effect to the issnance of the Offered Bonds offered by this prospectus supplement. Adjusted amounts do
not reflect the addition of any premiums or deduction of any discounts or commissions in connection with the
issuance of the Offered Bonds. Adjusted amounts do not reflect principal repayments of loans, principal
repayments on storm-recovery bonds or the effect of adjustments related to premiums and discounts. Adjusted
amounts also do not reflect any possible additional borrowings or issnance and sale of additional securities by
FPL from time to time after the date of this prospectus supplement.

CERTAIN TERMS OF THE OFFERED BONDS

The information in this section supplements the information in the “Description of Bonds™ section
beginning on page 10 of the accompanying prospectus. Please read these two sections together.

General. FPL will issue $600,000,000 aggregate principal amount of the Offered Bonds as a ncw series of
First Mortgage Bonds under the Mortgage (as defined in the accompanying prospecius). The One Hundred
Nineteenth Supplemental Indenture, dated as of May 1, 2012, supplements the Mortgage and establishes the specific
terms of the Offered Bonds.

Interest and Payment. FPL will pay interest semi-annually on the Offered Bonds at the rate of 4.05% per
year. The Offered Bonds will mature on June I, 2042. FPL will pay interest on the Offered Bonds on June 1 and
December 1 of each year, each an “Interest Payment Date,” until maturity or earlier redemption. The first Interest
Payment Date will be December 1, 2012. The record date for interest payable on any Interest Payment Date on the
Offered Bonds shall be the close of business (1) on the business day immediately preceding such Interest Payment
Date so long as all of the Offered Bonds remain in book-entry only form, or (2) on the 15th calendar day
immediately preceding each Interest Payment Date if any of the Offered Bonds do not remain in book-entry only
form. See “—Book-Entry Only Issuance.”

Interest on the Offered Bonds will accrue from and including the date of original issuance to but excluding
the first Interest Payment Date. Starting on the first Interest Payment Date, interest on each Offered Bond wiil
accrue from and including the last Interest Payment Date to which FPL has paid, or duly provided for the payment
of, interest on that Offered Bond to but excluding the next succeeding Interest Payment Date. No interest will
accrue on an Offered Bond for the day that the Offered Bond matures. The amount of interest payable for any
period will be computed on the basis of a 360-day year consisting of twelve 30-day months, The amount of interest
payable for any peried shorter than a full semi-annual period for which interest is computed will be computed on the
basis of the number of days in the period using 30-day calendar months. If any date on which interest, principal or
premium is payable on the Offered Bonds falls on a day that is not business day, then payment of the interest,
principal or premium payable on that date will be made on the next succeeding day which is a business day, and no
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interest or payment will be paid in respect of the delay. A “business day” is any day that is not a Saturday, a Sunday,
or a day on which banking institutions or trust companies in New York City are generally authorized or required by
law or executive order to remain closed.

FPL will pay interest on any overdue principal and {to the extent that payment of such interest is
enforceable under applicable law) on any overdue installment of interest on the Offered Bonds at the rate of 6% per
year.

Issuance of Additional Bonds. As of March 31, 2012, FPL could have issued under the Mortgage in
excess of $9.4 billion of additional First Mortgage Bonds based on unfunded Property Additions (as defined in the
accompanying prospectus) and in excess of $5.8 billion of additional First Mortgage Bonds based cn retired First
Mortgage Bonds.

Dividend Restrictions. As of March 31, 2012, no retained earnings were restricted by provisions of the
Mortgage described in the accompanying prospectus which restrict the amount of retained eamings that FPL can use
to pay cash dividends on its common stock.

Redemption. FPL may redeem any of the Offered Bonds at its option or if and when required by the
Mortgage. FPL may redeem any of the Offered Bonds at any time or from time to time, on any date prior to their
maturity (each a “Redemption Date”). FPL will give notice of its intemt to redeem any of the Offered Bonds at least
30 days prior to a Redemption Date. 1f FPL redeems all ar any part of the Offered Bonds at any time prior to
December 1, 2041, it will pay a redemption price (“Redemption Price”) equal to the sum of:

0 100% of the principal amount of the Qffered Bonds being redeemed plus
2) accrued and unpaid interest thereon, if any, to but excluding the Redemption Date plus
3 any applicable “make-whole premium.”

The Redemption Price for the Offered Bonds will never be less than 100% of the principal amount of those Qffered
Bonds plus accrued and unpaid interest on those Offered Bonds to but excluding the Redemption Date.

The amount of the make-wheole premium with respect to any Offered Bonds to be redeemed in accordance
with the foregoing paragraph will be equal to the excess, if any, of:

I the sum of the present vahies (calculated as of the Redemption Date) of:

(a) each interest payment that, but for such redemption, would have been payable on the
Offered Bonds being redeemed on each Interest Payment Date occwrring after the
Redemption Date (excluding any accrued interest for the period prior to the Redemption
Date); and

b) the principal amount that, but for such redemption, would have been payable at the final
maturity of the Offered Bonds being redeemed, over

) the principal amount of the Offered Bonds being redeemed.

The present values of interest and principal payments referred to in clause (1} above will be determined in
accordance with generally accepted principles of financial analysis. Such present valnes will be calculated by
discounting the amount of each payment of interest or principal from the date that each such payment would have

been payable, but for the redemption, to but excluding the Redemption Date at a discount rate cqual to the Treasury
Yield (as defined below) plus L5 basis points.
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If FPL redeems all or any part of the Offered Bonds at any time on or after December 1, 2041, it will pay a
redemption price equal to 100% of the principal amount of the Offered Bonds being redeemed, plus accrued and
unpaid interest thereon, if any, to but excluding the Redemption Date.

FPL will appoint an independent investment banking institution of national standing to calculate the
make-whole premium; provided that Credit Suisse Securities (USA) LLC, J.P. Morgan Securities LLC, Merrill
Lynch, Pierce, Fenner & Smith Incorporated, Mitsubishi UFJ Securities (USA), Inc., RBC Capital Markets, LLC or
RBS Securities Inc. will make such calculation if (1) FPL fails to make such appointment at least 30 days prior to
the Redemption Date, or (2) the institution so appointed is unwilling or unable to make such calculation. If Credit
Suisse Securities (USA) 1LLC, I.P. Morgan Securities LL.C, Metrill Lynch, Picree, Fenner & Smith Incerporated,
Mitsubishi UFJ Securities (USA), Inc., RBC Capital Markets, LLC or RBS Securities Inc. is to make such
calcuiation but if none is willing or able to do so, then the Trustee (as defined in the accompanying prospectus) will
appoint an independent investment banking institution of national standing, in consultation with FPL, to make such
calculation. In any case, the institution making such calculation is referred to in this prospectus supplement as an
“Independent Investment Banker.”

For purposes of determining the make-whole premium, “Treasury Yield” means a rate of interest per year
equal to the weekly average yield to maturity of United States Treasury Notes that have a constant maturity that
corresponds to the remaining term to maturity of the Offered Bonds to be redeemed, calculated to the nearest 1/12th
of a year (the “Remaining Term”). The Independent Investment Banker will determine the Treasury Yield as of the
third business day immediately preceding the applicable Redemption Date,

The Independent [nvestment Banker will determine the weekly average yields of United States Treasury
Noles by reference to the most recent statistical release published by the Federal Reserve Bank of New York and
designated “H.15(519) Selected Intesest Rates™ or any successor release (the “H.15 Statistical Release™). If the
H.15 Statistical Release sets forth a weekly average vield for United States Treasury Notes having a constant
maturity that is the same as the Remaining Term, then the Treasury Yield will be equal to such weekly average
yield. In all other cases, the Independent Investment Banker will calculate the Treasury Yield by interpolation, on a
straight-line basis, between the weekly average yields on the United States Treasury Notes that have a constant
maturity ¢losest to and greater than the Remaining Term and the United States Treasury Notes that have a constant
maturity closest to and less than the Remaining Term (in each case as set forth in the H.15 Statistical Release).
The Independent Investment Banker will round any weekly average yields so calculated to the nearest 1/106th of
1%, and will round uwpward for any figure of 1/200th of 1% or above. If weekly average yields for United States
Treasury Notes are not available in the H.15 Statistical Release or otherwise, then the Independent Investment
Banker will select comparable rates and calculate the Treasury Yield by reference to those rates,

The Mortgage provides that if FPL at any time elects to redeem some but not alt of the Offered Bonds, the
Trustee will select the particular Offered Bonds to be redeemed by proration among registered holders of the
Offered Bonds or, in some cases, by such other method that it deems proper as provided in the Mortgage. However,
if the Offered Bonds are solely registered in the name of Cede & Co. and traded through The Depository Trust
Company, ot “DTC,” then DTC will select the Offered Bands to be redeemed in accordance with its practices as
described below in ““—Book-Entry Only Issuance.”

The consummation of the redemption shall be subject to the Trustee’s receipt of the required redemption
moneys before the Redemption Date (and no such redemption shall occur unless such moneys have been received by
the Trustee before such date).

Cash deposited under any provisions of the Mortgage (with certain exceptions) may be applied to the
purchase of First Mortgage Bonds of any series.

Book-Entry Only Issuance. The Offered Bonds will trade through DTC. The Offered Bonds will be
represented by one or more global certificates and registered in the name of Cede & Co., DTC’s nominee. Upon
jssuance of the Offered Bonds, DTC or its nominee will credit, on its book-entry registration and transfer system, the
principal amount of the Offered Bonds represented by such global securities to the accounts of institutions that have
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an account with DTC or its participants. The acconnts to be credited shall be designated by the underwriters.
Ownership of beneficial interests in the global securities will be limited to participants or persons that may hold
interests through participants. The global certificates will be deposited with the Trustee as custodian for DTC.

DTC is a New York clearing corporation and a clearing agency registered under Section 17A of the
Securities Exchange Act of 1934. DTC holds securities for its participants. DTC also facilitates the post-trade
settlement of securities transactions among its participants through electronic computerized book-entry transfers and
pledges in the participants’ accounts. This eliminates the need for physical movement of securities certificates. The
participants include securities brokers and dealers, banks, trust companies, clearing corporations and certain other
organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation {“DTCC”).
DTCC is the holding company for DTC, National Securities Clearing Corporation and Fixed Income Clearing
Corporation, all of which are registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries.
Others who maintain a custedial relationship with a participant can use the DTC system. The rules that apply to
DTC and those using its systems are on file with the SEC.,

Purchases of the Offered Bonds within the DTC system must be made through participants, who will
receive a credit for the Offered Bonds on DTC’s records.  The beneficial ownership interest of each purchaser will
be recorded on the appropriate participant’s records. Beneficial owners will not receive written confirmation from
DTC of their purchases, but beneficial owners should receive written confirmations of the transactions, as well as
periodic statements of their holdings, from the participants through whom they purchased Offered Bonds. Transfers
of ownership in the Offered Bonds are to be accomplished by entries made on the books of the participants acting on
behalf of beneficial owners. Beneficial owners will not receive certificates for their Offered Bonds, except if use of
the book-entry system for the Offered Bonds is discontinued,

To facilitate subsequent transfers, all Offered Bonds deposited by participants with DTC are registered in
the name of DTC’s nominee, Cede & Co. The deposit of the Offered Bonds with DTC and their registration in the
name of Cede & Co, effects no change in beneficial ownership. DTC has no knowledge of the actual beneficial
owners of the Offered Bonds. DTC’s records reflect only the identity of the participants to whose accounts such
Offered Bonds are credited. These participants may or may not be the beneficial owners, Participants will remain
responsible for keeping account of their holdings on behalf of their customers.

Conveyance cf notices and other communications by DTC to participants, and by participants to beneficial
owners, will be governed by arrangements among them, subject to any statutory or regulatory requirements as may
be in effect from time to time. Beneficial owners of Offered Bonds may wish to take certain steps to angment
transmission to them of notices of significant events with respect to the Offered Bonds, such as redemptions,
tenders, defaults and proposed amendments to the Offered Bonds. Beneficial owners of the Offered Bonds may
wish to ascertain that the nominee holding the Offered Bonds has agreed to obtain and transmit notices to the
beneficial owners.

Redemption notices will be sent to Cede & Co., as registered holder of the Offered Bonds. 1fless than all
of the Offered Bonds are being redeemed, DTC’s practice is to determine by lot the amount of Offered Bonds of
each participant to be redeemed.

Neither DTC nor Cede & Co. will itself consent or vote with respect 10 Offered Bonds, unless authorized
by a participant in accordance with DTC’s procedures. Under its usual procedures, DTC would mail an omnibus
proxy to FPL as soon as possible after the record date. The omnibus proxy assigns the consenting or voting rights of
Cede & Co. to those participants to whose accounts the Offered Bonds are credited on the record date. FPL believes
that these arrangements will enable the beneficial owners to exercise rights equivalent in substance to the rights that
can be directly exercised by a registered holder of the Offered Bonds.

Payments of redemption proceeds, principal of, and interest on the Offered Bonds will be made to Cede &
Co., or such other nominee as may be requested by DTC. DTC’s practice is to credit participants’ accounts upon
DTC’s receipt of funds and corresponding detail information from FPL or its agent, on the payable date in
accordance with their respective holdings shown on DTC’s records. Payments by participants to beneficial owners
will be governed by standing instructions and customary practices. Paytents will be the responsibility of
participants and not of DTC, Deutsche Bank Trust Company Americas (the Trustee under the Mortgage) or FPL,
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subject to any statutory or regulatory requirements as may be in effect from time to time. Payment of redemption
proceeds, principal and interest to Cede & Ca. (or such other nomines as may be requested by DTC) is the
responsibility of FPL. Disbursement of payments to participants is the responsibility of DTC, and disbursement of
payments to the beneficial owners is the responsibility of participants.

Except as provided in this prospectus supplement, a beneficial owner will not be entitled to receive physical
delivery of the Offered Bonds. Accordingly, each beneficial owner must rely on the procedures of DTC to exercise
any rights under the Offered Bonds.

DTC may discontinue providing its services as securities depositary with respect to the Offered Bonds at
any time by giving reasonable notice to FPL. In the event no successor securitics depositary is obtained, certificates
for the Offered Bonds will be printed and delivered. FPL may decide to replace DTC or any successor depositary.
Additionally, subject to the procedures of DTC, FPL may decide fo discontinue use of the system of book-cntry
transfers through DTC (or a successor depositary) with respect to some or all of the Offered Bonds. In that event,
certificates for such Offered Bonds will be printed and delivered. If certificates for Offered Bonds are printed and
delivered,

o the Offered Bonds will be issued in fully registered form without coupons;

s  a holder of certificated Offered Bonds would be able to exchange those Offered Bonds, without
charge, for an equal aggregate principal amount of Offered Bonds of the same series, having the
same issue date and with identical terms and provisions; and

¢  aholder of certificated Offered Bonds would be able to transfer those Offered Bonds without cost
to another holder, other than for applicable stamp taxes or other governmental charges.

However, FPL shall not be required to make transfers or exchanges of certificated Offered Bonds fora
period of ten days next preceding any Interest Payment Date or next preceding any designation of Offered Bonds to
be redeemed, and FPL shall not be required to make transfers or exchanges of any certificated Offered Bonds
designated in whole or in part for redemption.

The information in this section concemning DTC and DTC’s book-entry system has been cbtained from
sources that FPL believes to be reliable but FPL and the underwriters do not take any responsibility for the accuracy
of this information,

UNDERWRITING

The information in this section supplements the information in the “Plan of Distribution™ section beginning
on page 41 of the accompanying prospectus, Please read these two sections together.

FPL is selling the Offered Bonds to the underwriters named in the table below pursuant to an underwriting
agreement between FPL and the underwriters named below, for whom Credit Suisse Securities (USA) LLC, 1.P.
Morgan Securities LLC, Merrill Lynch, Pierce, Fenner & Smith Incorporated, Mitsubishi UFY Securities (USA),
Inc., RBC Capitat Markets, LLC and RBS Securities Inc. are acting as representatives. Subject to certain conditions,
FPL has agreed to sell {o each of the underwriters, and cach of the underwriters has severally agreed to purchase, the
principal amount of Offered Bonds set forth opposite that underwriter’s name in the table below:
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Principal Amount

Underwriter of Offercd Bonds
Credit Suisse Securities (USA) LLC ..eieieerveennvessnenneianes $ 85,000,000
J.P. Morgan Securities LEC ............cceivvereene 85,000,000
Merril! Lynch, Pierce, Fenner & Smith
[NCOIPOIALEd ...t e s eene s 85,000,000
Mitsubishi UFJ Securities (USA), INC. woviereerceccreervenrrrnnsseseveesanns 85,000,000
RBC Capital Markets, LLC ............... 85,000,000
RBES SeCUrTties [N1C. .ooooeieeceec e vervvnssrerssnorenssessesmaeses sorasonrsoman 85,000,000
BNP Paribas Securities COTP. ...ccocvevermrimrressrererevsssinmmcsaeencerrsasssars 12,858,000
BNY Mellon Capital Markets, LLC .....ccovvvrnmreensassserescoemrnmesasesnes 12,857,000
CIBC World Markets Corp. .veeeeeieeereerereressrasssssssssarasesessssomes 12,857,000
Credit Agricole Securities (USAYINC. oo vrrrerercne e e eeemsnes 12,857,000
Lloyds Securities INC. .ooocooeeoee ettt e 12,857,000
TD Securities (USAYLLC ..ot eeene e 12,857,000
U.S. Bancorp Investments, INC. .....ciocvevveeeceece s e eansonnens 12,857,000
TOBL ... ereererrcsrntesanereses sraaas s sesrebennasenmsase et vnsbrrensesessasssrass $600,000.000

Under the terms and conditions of the underwriting agreement, the underwriters must buy all of the
Offered Bonds when and if they buy any of them. The underwriting agreement provides that the obligations of the
underwriters pursuant thereto are subject to certain conditions. In the event of a default by an underwriter, the
underwriting agreement provides that, in certain circumstances, the purchase commitment of the non-defaulting
underwriters may be increased or the underwriting agreement may be terminated, The underwriters will sell the
Offered Bonds to the public if the underwriters buy the Offered Bonds from FPL.

FPL will compensate the underwriters by selling the Offered Bonds to them at a price that is less than the
price to the public by the amount of the “Underwriting Discount™ set forth in the table below. The underwriters will
sell the Offered Bonds to the public at the price to the public set forth on the cover page of this prospectus
supplement and may sell the Offered Bonds to certain dealers at & price that is less than the price to the public by no
more than the amount of the “Initial Dealers® Concession” set forth in the table below. The underwriters and such
dealers may sell the Offered Bonds to certain other dealers at a price that is less than the price to the public by no

more than the amounts of the “Initial Dealers® Concession” and the “Reallowed Dealers® Concession” set forth in
the table below.

(expressed as 4 percentage
of principal amoupt)

Underwriting DISCOUBL ....civevvienievisnimete e e seessseseensersnensamseeneees 0.875%
Initial Dealers® CONnCESSION i eecerereereemeseeeseessecesmsssessnsessesnsors 0.500%
Reallowed Dealers’ CORCESSION ........ecceeivieeeeeeieeieee e rns e srnens 0.250%

An underwriter may reject any or all offers for the Offered Bonds, After the initial public offering of the
Offered Bonds, the underwriters may change the offering price and other selling terms of the Offered Bonds.

The Offered Bonds are a new issue of securities with no established trading market. FPL does not plan io
list the securities on any securities exchange. The underwriters have advised FPL that they intend to make a market
in the Offered Bonds but are not obligated to do so and may discontinue such market-making activities at any time
without notice. FPL cannot give any assurance as to the maintenance of the trading market for, or the liquidity of,
the Offered Bonds.
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In connection with the offering, Credit Suisse Securities (USA} LLC, J.P. Morgan Securities LLC, Merrill
Lynch, Pierce, Fenner & Smith Incorporated, Mitsubishi UFJ Securities {USA), Inc., RBC Capital Markets, LLC
and RBS Securities Inc., on behalf of the waderwriters, may purchase and sefl the Offered Bonds in the open market.
These transactions may include over-allotment, syndicate covering transactions and stabilizing transactions.
Over-allotment includes syndicate sales of Offered Bonds in excess of the principal amount of Offered Bonds to be
purchased by the underwriters in the offering, which creates a syndicate short position. Syndicate covering
transactions involve purchases of the Offered Bonds in the open market after the distribution has been completed in
order to cover syndicate short positions. Stabilizing transactjons consist of certain bids or purchases of Offered
Bonds made for the purpose of preventing or retarding a decline in the market price of the Offered Bonds while the
offering is in progress.

The underwriters may also impose a penalty bid. Penalty bids permit the underwriters to reclaim an initial
dealers’ concession from a syndicate member when Credit Suisse Securities (USA) LLC, J.P. Morgan Securities
LLC, Merrill Lynch, Pierce, Fenner & Smith Incorporated, Mitsubishi UFJ Securitics (USA), Inc., RBC Capital
Markets, LLC or RBS Securities Inc., in covering syndicate short positions or making stabilizing purchases,
repurchases the Offered Bonds originally sold by that syndicate member.

Any of these activities may cause the price of the Offered Bonds to be higher than the price that otherwise
would exist in the open market in the absence of such transactions. These trapsactions may be effected in the
over-the-counter market or otherwise and, if commenced, may be discontinued at any time.

FPL estimates that its expenses in connection with the sale of the Offered Bonds, other than underwriting
discounts, will be $2.9 million. This estimate includes expenses relating to Florida taxes, printing, rating agency
fees, trustee’s fees and legal fees, among other expenses.

FPL has agreed to indemmify the underwriters against, or to contribute to payments the underwriters may be
required to make in respect of, certain liabilities, including liabilities under the Seeurities Act of 1933.

The underwriters and their affiliates may engage in fransactions with, and may perform services for, FPL
and its affiliates in the ordinary course of business and have engaged, and may engage in the future, in commercial
banking and/or investment banking transactions with FPL and its affiliates.

EXPERTS

The information in this section replaces the information in the “Experts” section on page 43 of the
accompanying prospectus.

The consolidated financial statements incorporated in this prospectus supplement by reference from Florida
Power & Light Company’s Annual Report on Form 10-K for the year ended December 31, 2011, and the
effectiveness of Florida Power & Light Company and subsidiaries’ internal control over financial reporting have
been audited by Deloitte & Touche LLP, an independent registered public accounting firm, as stated in their reports,
which are incorporated herein by reference. Such financial statements have been so incorporated in reliance upon
the reports of such firm given upon their authority as experts in accounting and anditing.
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LEGAL OPINIONS

The information in this section replaces the information in the “Legal Opinions™ section on page 43 of the
accompanying prospectus.

Morgan, Lewis & Bockius LLP, New York, New York and Squire Sanders (US) LLP, West Palm Beach,
Florida, cocounsel to FPL, will pass upon the legality of the Offered Bonds offered by this prospectus supplement
for FPL. Hunton & Williams LLP, New York, New York, will pass upon the legality of the Offered Bonds offered
by this prospectus supplement for the underwriters. Morgan, Lewis & Bockius LLP and Hunton & Williams LLP
may rely as to all matters of Florida law upon the opinion of Squire Sanders (US) LLP. Squire Sanders (US) LLP
may rely as to all matters of New York law upon the opinion of Morgan, Lewis & Bockius LLP.
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PROSPECTUS
FLORIDA POWER & LIGHT COMPANY

Preferred Stock,
Warrants,

First Mortgage Bonds,
Senior Debt Secnrities,
Subordinated Debt Securities
and
Junior Subordinated Debentures

FLORIDA POWER & LIGHT COMPANY TRUST I
FLORIDA POWER & LIGHT COMPANY TRUST II

Preferred Trust Securities,

Guaranteed as described in this prospectus by

FLORIDA POWER & LIGHT COMPANY

Florida Power & Light Company, Florida Power & Light Company Trust | and Florida Power &
Light Company Trust II may offer any combination of the securities described in this prospectus in one
or more offerings from time to time in amounts authorized from time to time. This prospectus may
also be used by a selling securifyholder of the securities described herein.

One or more of Florida Power & Light Company, Florida Power & Light Company Trust T and
Florida Power & Light Company Trust II will provide specific terms of the securities, including the
offering prices, in supplements to this prospectus. The supplements may also add, update or change
information contained in this prospectus. You should read this prospectus and any supplements
carefully before you invest.

Florida Power & Light Company, Florida Power & Light Company Trust I and Florida Power &
Light Company Trust II may offer these securities directly or through underwriters, agents or dealers.
The supplements to this prospectus will describe the terms of any particular plan of distribution,
including any underwriting arrangements. The “Plan of Distribution” section beginning on page 41 of
this prospectus also provides more information on this topic.

See “Risk Factors” beginning on page 2 of this prospectus te read about certain factors you
should consider before purchasing any of the securities being offered.

Florida Power & Light Company’s, Florida Power & Light Company Trust I’s and Florida Power &
Light Company Trust II's principal executive offices are located at 700 Universe Boulevard, Juno
Beach, Florida 33408-0420, telephone number (561) 694-4000, and their mailing address is
PO. Box 14000, Juno Beach, Florida 33408-0420.

Neither the Securities and Exchange Commission nor any state securities commission has
approved or disapproved of these securities or determined if this prospectus is truthful or complete,
Any representation to the contrary is a criminal offense.

August 3, 20609
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that Florida Power & Light Company (“FPL?),
Fiorida Power & Light Company Trust I and Florida Power & Light Company Trust I and certain of
their affiliates have filed with the Securities and Exchange Commission (“SEC”) using a “shelf”
registration process. Florida Power & Light Company Trust I and Florida Power & Light Company
Trust IT each are referred to in this prospectus as the “Trust.”

Under this shelf registration process, FPL and/or the Trust may issue and sell any combination of
the securities described in this prospectus in one or more offerings from time to time in amounts
authorized by the board of directors of FPL. FPL may offer any of the following securities: preferred
stock, warrants to purchase preferred stock, first mortgage bonds, senior debt securities, subordinated
debt securities, junior subordinated debentures and guarantees related to the preferred trust securities
which the Trust may offer. Unless otherwise stated in a prospectus supplement, the Trust may offer
preferred trust securities.

This prospectus provides you with a general description of the sccurities that FPL and/or the Trust
may offer. Each time FPL and/or the Trust sells securities, FPL and/or the Trust will provide a
prospectus supplement that will contain specific information about the terms of that offering. Material
United States federal income tax considerations applicable to the offered securities will be discussed in
the applicable prospectus supplement if necessary. The applicable prospectus supplement may also add,
update or change information contained in this prospectus. You should read both this prospectus and
any applicable prospectus supplement together with additional information described under the
headings “Where You Can Find More Information” and “Incorporation by Reference.”

For more detailed information about the securities, you can read the exhibits to the registration
statement. Those exhibits have been either filed with the registration statement or incorporated by
reference to earlier SEC filings listed in the registration statement.
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RISK FACTORS

Before purchasing the securities, investors should carefully consider the following risk factors together
with the risk factors and other information incorporated by reference or provided in this prospectus or in a
prospecius supplement in order to evaluate an invesiment in the securities.

FPL is subject to complex laws and regulations and to changes in laws and regulations as well as

changing governmentsl policies and regulatory actions. FPL holds franchise agreements with local
municipalities and counties, and must renegotiate expiring agreements. These factors may have a

negative impact on the business and results of operations of FPL.

FPL is subject to complex laws and regulations, and to changes in laws or regulations, with respect
to, among other things, allowed rates of retorn, industry and rate structure, operation of nuclear power
facilities, construction and operation of generation facilities, construction and operation of transmission
and distribution facilities, acquisition, disposal, depreciation and amortization of assets and facilities,
recovery of fuel and purchased power costs, decommissioning costs, return on common equity and
equity ratio limits, transmission reliability and present or prospective wholesale and retail competition.
This substantial and complex framework exposes FPL to increased compliance costs and potentiaily
significant monetary penalties for non-compliance. The Florida Public Service Commission has the
authority to disallow recovery by FPL of any and all costs that it considers excessive or imprudently
incurred. The regulatory process generally restricts FPLs ability to grow earnings and does not provide
any assurance as to achievement of earnings levels.

FPL also is subject to extensive federal, state and local environmental statutes, rules and
regulations, as well as the effect of changes in or additions to applicable statutes, rules and regulations
that relate to, or in the future may relate to, for example, air quality, water quality, climate change,
greenhouse gas emissions, carbon dioxide emissions, waste management, marine and wildlife mortality,
natural resources, health, safety and renewable portfolio standards that could, among other things,
restrict or limit the output of certain facilities or the use of certain fuels required for the production of
clectricity andfor require additional pollution control equipment and otherwise increase costs. There
are significant capital, operating and other costs associated with compliance with these environmental
statutes, rules and regulations, and those costs could be even more significant in the future.

FPL operates in a changing market environment influenced by various legislative and regulatory
initiatives regarding regulation, deregulation or restructuring of the energy industry, including, for
example, deregulation or restructuring of the production and sale of electricity, as well as increased
focus on renewable and clean energy sources and reduction of carbon emissions. FPL will need to
adapt to these changes and may face increasing costs and competitive pressure in doing so.

FPLs results of operations could be affected by FPLs ability to negotiate or renegotiate franchise
agreements with municipalities and counties in Florida.

The operation and maintenance of power generation, (ransmission and distribution facilities involve
significant risks that could adversely affect the results of operations and financial condition of FPL.

The operation and maintenance of power generation, transmission and distribution facilities
involve many risks, including, for example, start up risks, breakdown or failure of equipment,
transmission. and distribution lines or pipelines, the inability to properly manage or mitigate known
equipment defects throughout FPLs generation fleets and transmission and distribution systems, use of
new or unproven technology, the dependence on a specific fuel source, failures in the supply or
transportation of fuel, the impact of unusual or adverse weather conditions (including natural disasters
such as hurricanes, floods and droughts), and performance below expected or contracted levels of
output or efficiency. This could result in lost revenues and/or increased expenses, including, for
example, lost revenues due to prolonged outages and increased expenses due o monetary penalties or
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fines, replacement equipment costs or an obligation to purchase or generate replacement power at
potentially higher prices to meet contractual obligations. Insurance, warranties or performance
guarantees may not cover any or all of the lost revenues or increased expenses.

The operation and maintenance of nuclear facilities involves inherent risks, including environmental,
heatth, regulatory, terrorism and financial risks, that could result in fines or the closure of nuclear
units owned by FPL, and which may present potential exposures in excess of insurance coverage.

FPL owns, or holds undivided interests in, nuclear generation facilities in Florida. These nuclear
facilities are subject to environmental, health and financial risks such as on-site storage of spent nuclear
fuel, the ability to dispose of spent nuclear fuel, the ability to maintain adequate reserves for
decommissioning, potential Mabilities arising cut of the aperation of these facilities, and the threat of a
possible terrorist attack. Although FPL maintains decommissioning trusts and external insurance
coverage to minimize the financial exposure to these risks, it is possible that the cost of
decommissioning the facilities could exceed the amount available in the decommissioning trusts, and
that liability and property damages could exceed the amount of insurance coverage.

The Nuclear Regulatory Commission has broad aunthority to impose licensing and safety-related
requirements for the construction and operation and maintenance of nuclear generation facilities, In
the event of non-compliance, the Nuclear Regulatory Commnission has the authority to impose fines or
shut down a unit, or both, depending upon its assessment of the severity of the situation, until
compliance is achieved. Nuclear Regulatory Commission orders or new regulations related to increased
security measures and any future safety requirements promulgated by the Nuclear Regulatory
Comimission could require FPL to incur substantial operating and capital expenditures at its nuclear
plants. In addition, if a serious nuclear incident were to occur at an FPL plant, it could result in
substantial costs. A major incident at a nuclear facility anywhere in the world could cause the Nuoclear
Regulatory Commission to limit or prohibit the operation or licensing of any domestic nuclear umnit.

In addition, potential terrorist threats and increased public scrutiny of utilities could result in
increased nuclear licensing or compliance costs which are difficult or impossible to predict.

The construction of, and capital improvements to, power generation and transmission facilities involve
substantial risks. Should construction or capital improvement efforts be unsuccessful or delayed, the
results of operations and financial condition of FPL conld be adversely affected.

The ability of FPL to complete construction of, and capital improvement projects for, its power
generation and transmission facilities on schedule and within budget are contingent upon many
variables that could delay completion, increase costs or otherwise adversely affect operationat and
financial results, including, for example, limitations related to fransmission interconnection issues,
escalating costs for materials and labor and environmental compliance, delays with respect to permits
and other approvals, and disputes involving third parties, and are subject to substantial risks. Should
any such efforts be unsuccessful or delayed, FPL could be subject to additional costs, termination
payments under committed contracts, loss of tax credits and/or the write-off of its investment in the
project or improvement.

The use of derivative contracts by FPL in the normal course of business could resnit in financial
losses or the payment of margin cash collateral that adversely impact the resulis of operations or cash
flows of FPL.

FPL uses derivative instruments, such as swaps, options, futures and forwards, some of which are
traded in the over-the-counter markets or on exchanges, to manage its commodity and financial market
risks. FPL could suffer a reduction in operating cash flows as a result of the requirement to post
margin cash collateral. In the absence of actively quoted market prices and pricing information from
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external sources, the valuation of these derivative instruments involves management’s judgment or use
of estimates. As a result, changes in the underlying assumptions or use of alternative valuation methods
could affect the reported fair value of these derivative instruments. In addition, FPLs use of such
instruments could be subject to prudence challenges and, if found imprudent, cost recovery could be
disallowed by the Florida Public Service Commission.

Customer growth and cnstomer usage in FPL's service area affect FPL’s results of operations.

FPLs results of operations are affected by the growth in customer accounts in FFLs service area
and by customer usage. Customer growth can be affected by population growth. Customer growth and
customer usage can be affected by economic factors in Florida and clsewhere, including, for example,
job and income growth, housing starts and new home prices. Customer growth and customer usage
directly influence the demand for electricity and the need for additional power generation and power
delivery facilities at FPL.

Weather affects FPE’s results of operations, as can the impact of severe weather. Weather conditions
directly influence the demand for electricity and natural gas, affect the price of energy commodities,
and can affect the production of electricity at power generating facilities.

FPLs results of operations are affected by changes in the weather. Weather conditions directly
influence the demand for electricity and natural gas, affect the price of energy commodities, and can
affect the production of electricity at power generating facilities. FPLs results of operations can be
affected by the impact of severe weather which can be destructive, causing outages andfor property
damage, may affect fuel supply, and could require additional costs to be incurred. At FPL, recovery of
these costs is subject to Florida Public Service Commission approval.

Adverse capital and credit market conditions may adversely affect FPL's ability to meet liquidity
needs, access capital and operate and grow its business, and increase the cost of capital. Disruptions,
nncertainty or velatility in the financial markets can also adversely impact the results of operations
and financial condition of FPL.

Having access to the credit and capital markets, at a reasonable cost, is necessary for FPL to fund
its operations, including its capital requirements. Those markets have provided FPL with the Jiquidity
to operate and grow its business that is not otherwise provided from operating cash flows. Disruptions,
uncertainty or volatility in those markets can increase FPLs cost of capital. If FPL is unable to access
the credit and capital markets on terms that are reasonable, it may have to delay raising capital, issue
shorter-term securities and/or bear an unfavorable cost of capital, which, in turn, could adversely
impact its ability to grow its business, decrease earnings and/or significantly reduce financial flexibility.

FPL’s inability to maintain its current credit ratings may adversely affect FPL’s liquidity, limit the
ability of FPL to grow its business, and would likely increase interest costs.

FPL relies on access to capital and credit markets as significant sources of liquidity for capital
requirements not satisfied by operating cash flows. The inability of FPL to maintain its current credit
ratings could affect its ability to raise capital or obtain credit on favorable terms, which, in turm, could
impact FPDs ability to grow its business and would likely increase its interest costs.

FPL is subject to credit and performance risk from third parties under supply and service contracts.

FPL relies on contracts with vendors for the supply of equipment, materials, fuel and other goods
and services required for the construction and operation of, and for capital improvements to, its
facilities, as well as for business operations. If vendors fail to fulfill their contractual obligations, FPL
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may need to make arrangements with other suppliers, which could resulf in higher costs, untimely
completion of power generation facilities and other projects, and/or a disruption to its operations.

FPL is subject to costs and other potentially adverse effects of legal and regulatory proceedings, as
well as regulatory compliance and changes in or additions to applicable tax laws, rates or policies,
rates of inflation, accounting standards, securities laws, corporate governance requirements and labor
and employment laws.

FPL is subject to costs and other potentially adverse effects of legal and regulatory proceedings,
settlements, investigations and claims, as well as regulatory compliance and the cffect of new, or
changes in, tax laws, rates or policies, rates of inflation, accounting standards, securities laws, corporate
governance requirements and labor and employment laws.

FFL, as an owner and operator of bulk power transmission systems, is subject to mandatory
reliability standards promulgated by the North American Electric Reliability Corporation and enforced
by the Federal Energy Regulatory Commission. These standards, which previously were being applied
on a voluntary basis, became mandatory in June 2007. Noncompliance with these mandatory reliability
standards could result in sanctions, including substantial monetary penalties, which likely would not be
recoverable from customers.

Threats of terrorism and catastrophic events that could result from terrorism, cyber attacks, or
individuals and/or groups attempting to disrupt FPL’s business may impact the operations of FPL in
unpredictable ways,

FFPL is subject to direct and indirect effects of terrorist threats and activities as well as cyber
attacks and disruptive activities of individuals and/or groups. Infrastructure facilities and systems,
including, for example, generation, transmission and distribution facilities, physical assets and
information systems, in general, have been identified as potential targets. The effects of these threats
and activities include, but are not limited to, the inability to generate, purchase or transmit power, the
delay in development and construction of new generating facilities, the risk of a significant slowdown in
growth or a decline in the U.S, economy, delay in economic recovery in the United States, and the
increased cost and adequacy of security and insurance.

The ability of FPL to obtain insurance and the texms of any available insurance coverage could be
adversely affected by international, national, state or local events and company-specific events.

FPLs ability to obtain insurance, and the cost of and coverage provided by such insurance, could
be adversely affected by international, national, state or local events as well as company-specific events.

FPL is subject {0 employee workforce factors that could adversely affect the business and financial
condition of FPL.

FPL is subject to employee workforce factors, including, for example, loss or retirement of key
executives, availability of qualified personnel, inflationary pressures on payroll and benefits costs and
collective bargaining agreements with union employees and work stoppage that could adversely affect
the business and financial condition of FPL.
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FLORIDA POWER & LIGHT COMPANY

FPL was incorporated under the laws of Florida in 1925. FPL is a rate-regulated utility engaged
primarily in the generation, transmission, distribution and sale of electric energy. At December 31,
2008, FPL supplied electric service to a population of more than 8.7 million, throughout most of the
east and lower west coasts of Florida. During 2008, FPL served approximately 4.5 million customer
accounts.

FLORIDA POWER & LIGHT COMPANY TRUST I AND
FLORIDA POWER & LIGHT COMPANY TRUST Il

Florida Power & Light Company Trust 1 and Florida Power & Light Company Trust II are
Delaware statutory trusts created pursuant to separate trust agreements among FPL as depositor of the
Trust, The Bank of New York Mellon as the Property Trustee, BNY Mellon Trust of Delaware as the
Delaware Trustee and one or more Administrative Trustees appointed by FPL. At the time of the
issuance of securities by the Trust, the applicable trust agreement will be amended and restated
substantially in. the form filed as an exhibit to the registration staternent. Each trust agreement, as so
amended and restated, is referred to in this prospectus as the “Trust Agreement.” Unless otherwise
stated in a prospectus supplement,

* the Trust exists only to issue its preferred trust securities and commeon trust securities and to
hold the junior subordinated debentures of FPL as trust assets,

+ all of the common trust securities will be owned by FPL, and
+ the common trust securitics will represent at least 3% of the total capital of the applicable Trust.

Payments on any distribution payment date or redemption date will be made on the common frust
securities pro rata with the preferred trust securities, except that the common trust securities’ right to
payment will be subordinated to the rights of the preferred trust securities if there is a default under
the Trust Agreement. The Trust will have a term as stated in the applicable prospectus supplement, but
may dissolve earlier as provided in the Trust Agreement.

The Ttust’s business and affairs will be conducted by its Administrative Trustees.

USE OF PROCEEDS

Unless otherwise stated in a prospectus supplement, FPL will add the net proceeds from the sale
of its securities to its general funds. FPL uscs its general funds for corporate purposes, including to
repay, redeem or repurchase outstanding debt, to repay short-term borrowings and to fizance the
acquisition or construction of additional electric facilities and capital improvements to and maintenance
of existing facilitics. FPL will temporarily invest any proceeds that it does not need to use immediately
in short-ferm instruments.

Unless otherwise stated in a prospectus supplement, the Trust will use the proceeds from the sale
of preferred trust securities and commen trust securities to invest in junior subordinated debentures
issued by FPL. FPL will add the net proceeds from the sale of such junior subordinated debentures to
its general funds, which will be used as described above.
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CONSOLIDATED RATIO OF EARNINGS TO FIXED CHARGES AND RATIO OF EARNINGS
TO COMBINED FIXED CHARGES AND PREFERRED STOCK DIVIDENDS

The following table shows FPLs consolidated ratio of earnings to fized charges for each of its last
five fiscal years:

Years Ended December 31,
2008 2007 . 2006 2005 2004
443 4.96 514 5.74 6.74

The following table shows FPLs consolidated ratio of earnings to combined fixed charges and
preferred stock dividends for each of its last five fiscal years:

Years Ended December 31,
2008 2007 2006 2005 2004

4.43 496 5.14 574 6.67

FPLs consolidated ratio of earnings to fixed charges and consolidated ratio of carnings to
combined fixed charges and preferred stock dividends for the six months ended June 30, 2009 was 4.06.

WHERE YOU CAN FIND MORE INFORMATION

FPL files annual, quarterly and other reports and other information with the SEC. You can read
and copy any information filed by FPL with the SEC at the SEC’s Public Reference Room at 100 F
Street, N.E., Washington, D.C. 20549. You can obtain additional information about the Public
Reference Room by calling the SEC at 1-800-SEC-0330.

In addition, the SEC maintains an Internet site (www.sec.gov) that contains reports, proxy and
information statements, and other information regarding issuers that file electromically with the SEC,
including FPL. FPL also maintains an Internet site {(www.fpl.com). Information on FPIls Internet site is
not a part of this prospectus.

FPL and the Trust do not expect the Trust to file reports or other information with the SEC under
Sections 13 or 15(d) of the Securitics Exchange Act of 1934,
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INCORPORATION BY REFERENCE

The SEC allows FPL and the Tiust to “incorporate by reference” the information that FPL files
with the SEC, which means that FPL and the Trust may, in this prospectus, disclose important
information to you by referring you to those documents. The information incorporated by reference is
an important part of this prospectus. Information that FPL files in the future with the SEC will
autoratically update and supersede this information. FPL and the Trust are incorporating by reference
the documents listed below and any future filings FPL makes with the SEC under Sections 13(a), 13(c),
14 or 15{d) of the Securities Exchange Act of 1934 after the date of this prospectus (other than any
documents, or portions of documents, not deermed to be filed) until FPL and/or the Trust sell all of the
securities covered by the regisiration statement:

(1) FPLs Annual Report on Form 10-K for the year ended December 31, 2008;

(?) FPLs Quarterly Reports on Form 10-Q for the quarters ended March 31, 2009 and June 30,
2009; and

(3) FPLs Current Reports on Form §-K filed with the SEC on January 27, 2009 (witk January 22,
2009 carliest rcport date), March 18, 2009, March 19, 2009 and July 22, 2009 {other than any
documents, or portions of documents, not deemed to be filed).

You may request a copy of these documents, at no cost to you, by writing or calling Robert J.
Reger, Jr., Esq., Morgan, Lewis & Bockius LLF, 101 Park Avenue, New York, New York 10178,
{212) 3059-6000. FPL will provide to each person, including any beneficial owner, to whom this
prospectus is delivered, a copy of any or all of the information that has been incorporated by reference
in this prospectus but not delivered with this prospectus.

FORWARD-LOOKING STATEMENTS

In connection with the safe harbor provisions of the Private Securities Litigation Reform Act of
1995, FPL-and the Trust are herein filing cautionary statements identifying important factors that could
cause FPLs actual results to differ materially from those projected in forward-looking statements (as
such term is defined in the Private Securities Litigation Reform Act of 1995) made by or on behalf of
FPL and the Trust in this prospectus or any supplement to this prospectus, in presentations, in response
to questions or otherwise. Any statements that express, or involve discussions as to, expectations,
beliefs, plans, objectives, assumptions, future events or performance, climate change strategy or growth
strategies (often, but not always, through the use of words or phrases such as “will,” “will likely result,”
“are expected to,” “will continue,” *“aim,” ‘‘is anticipated,” “belicve,” “could,” “should,” “would,”
“estimated,” “may,” “plan,” “potential,” “projection,” “target,” “outlook,” “predict,” and “intend” or
words of similar meaning) are not statements of historical facts and may be forward-looking. Forward-
locking statements involve estimates, assumptions and uncertainties. Accordingly, any such statements
are qualified in their entirety by reference to, and are accompanied by, the specific factors discussed in
“Risk Factors” herein and in the reports that are incorporated herein by reference (in addition to any
assumptions and other factors referred to specifically in connection with such forward-looking
statements) that could have a significant impact on FPLs operations and financial results, and could
cause FPL’s actual results to differ materially from those contained or implied in forward-looking
statements made by or on behalf of FPL or the Trust.

Any forward-looking statement speaks only as of the date on which that statement is made, and
neither FPI. nor the Trust undertakes any obligation to update any forward-looking statement to reflect
events or circumstances, including unanticipated cvents, after the date on which that statement is made,
unless otherwise required by law. New factors emerge from time to time and it 35 not possible for
management to predict all of those factors, nor can it assess the impact of each of those factors on the
business or the extent to which any factor, or combination of factors, may cause actual results to differ
materially from those contained in any forward-looking statement.

The issues and associated risks and uncertainties discussed in “Risk Factors” herein and in the
reports that are incorporated herein by reference are not the only ones FPL may face. Additional
issues may arise or become material as the energy industry evolves. The risks and uncertainties
associated with those additional issues could impair FPLs business in the future.
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DESCRIPTION OF PREFERRED STOCK

General. The following statements describing FPLs preferred stock are not intended to be a
complete description. For additional information, please see FPLs Restated Articles of Incorporation,
as amended (“Charter”), and its bylaws, as currently in effect. You should read this summary together
with the articles of amendment to the Charter which will describe the terms of any preferred stock to
be offered hereby for a complete understanding of all the provisions Each of these documents has
previously been filed, or will be filed, with the SEC and each is an exhibit to the registration staternent
filed with the SEC of which this prospectus is a part. Reference is also made to the laws of the State of
Florida.

The Charter currently authorizes three classes of preferred stock. No shares of preferred stock are
presently outstanding. Unless the Charter is amended prior to the offering of the preferred stock
offered hereunder to change the class or cJasses of preferred stock authorized to be issued, the
preferred stock offered hereunder will be one or more series of FPEs Preferred Stock, $100 par value
per share (“Serial Preferred Stock™) and/or one or more serics of FPLs Preferred Stock, without par
value (*No Par Preferred Stock”). Under the Charter, 10,414,100 shares of Serial Preferred Stock and
5,000,000 shares of No Par Preferred Stock are available for issuance. The Charter also authorizes the
issuance of 5,000,000 shares of Subordinated Preferred Stock, without par value (“Subordinated
Preferred Stock™). References in this “Description of Preferred Stock™ section of this prospectus to
preferred stock do not include the Subordinated Preferred Stock.

In the event that the Charter is amended to change its authorized preferred stock, a prospectus
supplement will describe the authorized preferred stock.

Some terms of a series of preferred stock may differ from those of another series. A prospectus
supplement will describe the terms of any preferred stock being offered. These terms will also be
described in articles of amendment to the Charter, which will establish the terms of the preferred stock
being offered. These terms will include any of the following that apply to that series:

(1) the class of preferred stock, the number of shares in the series and the title of that sexies of
preferred stock,

(2} the annual rate or rates of dividends payable and the date from which such dividends shall
COmmence to accrue,

(3) the terms and conditions, including the redemption price and the date or dates, on which the
shares of the series of preferred stock may be redeemed or converted into another class of
security, the manner of effecting such redemption and any restrictions on such redemptions,

(4) any sinking fund or other provisions that would obligate FPL to redeem or repurchase shares
of the series of preferred stock, and

(5) with respect to the No Par Preferred Stock only, variations with respect to whole or fractional
voting rights and involuntary liquidation values.

In the event the trusts established by FPL issue preferred trust securities and FPL exercises a right
to delay interest payments on junior subordinated debentures issued in connection with preferred trust
securities, FPL. will not be able to pay dividends on its common or preferred stock during the periods
when such payments are delayed with certain limited exceptions.

Any shares of preferred stock offered hereunder by FPL will, when issued, be fully paid and
non-assessable.

Voting Rights. FPL Group, as the owner of all of FPUs common stock, has sole voting power
with respect to FPL, except as provided in the Charter or as otherwise required by law. The Charter
does not limit the right of any affiliate of FPL to vote any shares of preferred stock owned by it. The
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voting rights provided in the Charter relating to the Serial Preferred Stock and the No Par Preferred
Stock will be described in the applicable prospectus supplement relating to any particular preferred
stock being offered.

Liquidation Rights. In the event of any voluntary liquidation, dissolution or winding up of FPL,
unless otherwise described in a particular prospectus supplement, the Serial Preferred Stock and No
Par Preferred Stock will rank pari passu with all classes of preferred stock then outstanding and shall
have a preference over each series of the Subordinated Preferred Stock (none of which has been issued
or is currently outstanding) and the common stock until an amount equal to the then current
redemption price shall have been paid. In the event of any involuntary liquidation, dissolution or
winding up of FPL,

(1) the Serial Preferred Steck will rank pari passu with all classes of preferred stock then
outstanding and shall also have a preference over each series of the Subordinated Preferred
Stock and the common stock until $100 per share shall have been paid, and

(2) the No Par Preferred Stock will rank pari passu with all classes of FPLs preferred stock then
outstanding and shall also have a preference over each series of Subordinated Preferred Stock
and the common stock until the full involuntary liquidation value thereof, as established upon
issuance of the applicable series of No Par Preferred Stock, shall have been paid,

plus, in each case, all accumulated and unpaid dividends thereon, if any. Any changes to the liquidation
rights of the Serial Preferred Stock and the No Par Preferred Stock will be described in the particular
prospectus supplement relating to any preferred stock being offered.

DESCRIPTION OF WARRANTS

FPL may issue warrants to purchase preferred stock. A prospectus supplement will describe the
terms of any such warrants being offered and any related warrant agreement between FPL and a
warrant agent.

DESCRIPTION OF BONDS

General. FPL will issue first mortgage bonds, in one or more series, under its Mortgage and
Deed of Trust dated as of January 1, 1944, with Deutsche Bank Trust Company Americas (formerly
known as Bankers Trust Company), as Trustee, which has been amended and supplemented in the past,
may be supplemented prior to the issuance of these first mortgage bonds, and which will be
supplemenied again by one or more supplernental indentures relating to these first mortgage bonds.
The Mortgage and Deed of Trust, as amended and supplemented, is referred to in this prospectus as
the “Mortgage.” The first mortgage bonds offered pursuant to this prospectus and any applicable
prospectus supplement are referred to as the “Bonds.”

FPL may issue an unlimited amount of First Mortgage Bonds under the Mortgage so long as it
meets the issuance tests set forth in the Mortgage, which are generally described below under
“—Issuance of Additional Bonds.” The Bonds and all other first mortgage bonds issued under the
Mortgage are collectively referred to in this prospectus as the “First Mortgage Bonds.”

This section briefly summarizes some of the terms of the Bonds and some of the provisions of the
Mortgage and uses some terms that are not defined in this prospectus but that are defined in the
Mortgage. This summary is not complete, You should read this summary together with the Mortgage
and the supplemental indenture creating the Bonds for a complete understanding of all the provisions.
The Mortgage and the form of supplemental indenture have previously been filed with the SEC, and
are exhibits to the registration statement filed with the SEC of which this prospectus is a part. In
addition, the Mortgage is qualified as an indenture under the Trust Indenture Act of 1939 and is
therefore subject to the provisions of the Trust Indenture Act of 1939. You should read the Trust
Indenture Act of 1939 for a complete understanding of its provisions.
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All Bonds of one series need not be issued at the same time, and a series may be re-opened for
issuances of additional Bonds of such particular series. This means that FPL may from time to time,
without notice to, or the consent of the existing holders of the previously-issued Bonds of a particular
series, create and issue additional Bonds of such series. Such additional Bonds will have the same terms
as the Bonds of such series in all respects (except for the payment of interest accruing prior to the
issue date of the additional Bonds or except for the first payments of interest following the issue date
of the additional Bonds) so that the additional Bonds may be consolidated and form a singfe series
with the previously-issued Bonds of such series.

Each series of Bonds may have different terms. FPL will include some or all of the following
information about a specific series of Bonds in the particular prospectus supplement relating to that
specific series of Bonds:

(1) the designation and series of those Bonds,

(2) the aggregate priucipal amount of those Bonds,

(3) the offering price of those Bonds,

(4) the date(s) on which those Bonds will mature,

(5) the interest rate(s) for those Bonds, or how the interest rate(s) will be determined,
(6) the dates on which FPL will pay the interest on those Bonds,

(7) the denominations in which FPL may issue those Bonds, if other than denominations of
$1,600 or multiples of $1,000,

(8) the placc where the principal of and interest on those Bonds will be payable, if other than at
Deutsche Bank Trust Company Americas in New York City,

(9) the currency or currencies in which payment of the principal of and interest on those Bonds
may be made, if other than U.S. dollars,

(10} the terms pursuant to which FPL may redeem any of those Bonds,
(11) whether all or a portion of those Bonds will be in global form, and

(12} any other terms or provisions relating to those Bonds that are not inconsistent with the
provisions of the Mortgage.

FPL will issue the Bonds in fully registered form without coupons, unless otherwise stated in a
prospectus supplement. A holder of Bonds may exchange those Bonds, without charge, for an equal
aggregate principal amount of Bonds of the same series, having the same issue date and with identical
terms and provisions, unless otherwise stated in a prospectus supplement. A holder of Bonds may
transfer those Bonds without cost to the holder, other than for applicable stamp taxes or other
governmental charges, unless otherwise stated in a prospectus supplement,

Special Provisions for Retirement of Bonds. If, during any 12 month period, any governmental
body orders FPL to dispose of mortgaged property, or buys mortgaged property from FPL, and FPL
receives $10 million or more from the sale or disposition, then, in most cases, FPL must use that
money to redeem First Mortgage Bonds. If this occurs, FPL may redeem First Mortgage Bonds of any
series that are redeemable for such reason at the redemption prices applicable to those First Mortgage
Bonds. If any Bonds are so redeemable, the redemption prices applicable to those Bonds will be set
forth in a prospectus supplement.

Security. The Mortgage secures the Bonds as well as all other First Mortgage Bonds already
igsued under the Mortgage and still outstanding. FPL may issue more First Mortgage Bonds in the
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future and those First Morigage Bonds will also be sccured by the Mortgage. The Mortgage constitutes
& first mortgage lien on all of the properties and franchises that FPL owns, except as discussed below.

The lien of the Mortgage is or may be subject to the following:

(1) leases of minor portions of FPLs property to others for uses that do not interfere with FPEs
business,

(2) leases of certain property that is not used in FPLs electric business,

(3} Excepted Encumbrances, which include certain tax and real estate liens, and specified rights,
easements, restrictions and other obligations, and

{4) vendors’ liens, purchase money mortgages and liens on property that already exist at the time
FPL. acquires that property.

The Mortgage does not create a lien on the following “excepted property™:
(1) cash and sccurities,

(2) certain equipment, materials or supplies and fuel (including nuclear fuel unless it is expressly
subjected to the lien of the Mortgage),

(3) automobiles and other vehicles,
(4) reccivables, contracts, leases and operating agreements,

(5) materials or products, including ¢lectric energy, that FPL generates, produces or purchases for
sale or use by FPL, and

(6) timber, minerals, mineral rights and royalties.

The Mortgage will generally also create a lien on property that FPL acquires after the date of this
prospectus, other than “excepted property.” However, if FPL consolidates or merges with, or sells
substantially all of its assets to, another corporation, the lien created by the Mortgage will generally not
cover the property of the successor company, other than the property that it acquires from FPL and
improvements, replacements and additions to that property.

The Mortgage provides that the Trustee has a lien on the mortgaged property for the payment of
its reasonable compensation and cxpenses and for indemnity against certain liabilities. This lien takes
priority over the lien securing the Bonds.

Issuance of Additional Bends. FPL may issuc an unlimited amount of First Mortgage Bonds
under the Mortgage so long as it meets the issuance tests set forth in the Mortgage, which are
generally described below. FPL may issue Bonds from time to time in an amount equal to:

(1) 60% of unfunded Property Additions after adjustments to offset retirements,

(2) the amount of retired First Mortgage Bonds or Qualified Lien Bonds (as such term is defined
in the Mortgage), and

(3) the amount of cash that FPL deposits with the Trustee.
“Property Additions” generally include the following:

(a) plants, lines, pipes, mains, cables, machinery, boilers, transmission lines, pipe lines,
distribution systems, service systems and supply systems,

(b) nuclear fuel that has been expressly subjected to the kien of the Mortgage,

(¢) railroad cars, barges and other transportation equipment {other than trucks) for the
transportation of fuel, and '
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(d) other property, real or personal, and improvements, extensions, additions, renewals or
replacements located within the United States of America or its coastal waters.

FPL may use any property of the type described in (a)} through (d) immediately above as Property
Additions whether or not that property is in operation and prior to obtaining permits or licenses
relating to that property. Securities, fuel (including nuclear fuel unless expressly subjected to the lien of
the Mortgage), automabiles or other vehicles, or property used principally for the production or
gathering of natural gas will not qualify as Property Additions. The Mortgage contains restrictions on
the issuance of First Mortgage Bonds based on Property Additions that are subject to other liens and
upon the increase of the amount of those liens.

In most cases, FPL may not issue Bonds unless it meets the “net earnings” test set forth in the
Mortgage, which requires, generally, that FPLs adjusted net earnings (before income taxes) for 12
consecntive months out of the 15 months preceding the issuance must have been either:

(1) at least twice the annual interest requirements on all First Mortgage Bonds at the time
outstanding, including the Bonds that FPL proposes to issue at the pertinent time, and all
indebtedness of FPL that ranks prior or equal to the First Mortgage Bonds, or

(2) at least 10% of the principal amount of all First Mortgage Bonds at the time outstanding,
including the Bonds that FPL proposes to issue at the pertinent time, and all indebtedness of
FPL that ranks prior or equal to the First Mortgage Bonds.

The Mortgage requires FPL to replace obsolete or worn out property and specifies certain
deductions to FPLs adjusted net earnings for property repairs, retirement, additions and maintenance.
With certain exceptions, FPL does not need to meet the “net carnings™ test to issue Bonds if the
issuance is based on retired First Mortgage Bonds or Qualified Lien Bonds.

As of June 30, 2009, FPL could have issued under the Mortgage in excess of $7.2 billion of
additional First Mortgage Bonds based on unfunded Property Additions and in excess of $5.8 billion of
additional First Mortgage Bonds based on retired First Mortgage Bonds.

Release and Substitution of Property. FPL may release property from the lien of the Mortgage if
it does any of the following in an aggregate amount equal to the fair value of the property to be
released:

(1} deposits with the Trustee, cash or, to a limited extent, purchase money mortgages,
(2) uses unfunded Property Additions acquired by FPL in the last five years, or
(3} waives its right to issue First Mortgage Bonds

in each case without satisfying any net earnings requirement.

If FPL. deposits cash so that it may release property from the lien of the Mortgage or so that it
may issue additional First Mortgage Bonds, it may withdraw that cash if it uses unfunded Property
Additions or waives its right to issue First Mortgage Bonds without satisfying any net earnings
requirement in an amount equal to the cash that FPL seeks to withdraw.

When property released from the lien of the Mortgage is not Funded Property (as such term is
defined in the Mortgage), then, if FPL acquires new Property Additions within two years:

(1) Property Additions used for the release of that property will not (subject to some exceptions)
be considered Funded Property, and

(2) any waiver by FPL of its right to issue First Mortgage Bonds, which waiver is used for the
release of that property, will cease to be an effective waiver and FPL will regain the right to
issue those First Mortgage Bonds.
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The Mortgage contains provisions relating to cash proceeds of property that is not Funded
Property that are similar to the provisions relating to release of that property. The Mortgage contains
special provisions relating to pledged Qualified Licn Bonds and the disposition of money received on
those Qualified Lien Bonds.

FPL does not need a release from the Mortgage in order to use its nuclear fuel even if that
nuclear fuel has been expressly subjected to the lien and operation of the Mortgage.

Dividend Restrictions. [n some cases, the Morigage restricts the amount of retained earnings that
FFL can use to pay cash dividends on jts common stock. The restricted amount may change depeading
on factors set out in the Mortgage. Other than this restriction on the payment of common stock
dividends, the Mortgage does not restrict FPLs use of retained earnings. As of June 30, 2009, no
retained earnings were restricted by these provisions of the Mortgage.

Modification of the Mortgage. Generally the rights of all of the holders of First Mortgage Bonds
may be modified with the consent of the holders of 66%% of the principal amount of all of the
outstanding First Mortgage Bonds. However, if less than all series of First Mortgage Bonds are affected
by a modification, that modification also requires the consent of the holders of 66%:% of the principal
amount of all of the outstanding First Mortgage Bonds of cach series affected.

FPL. has reserved the right to amend the Mortgage without the consent of the holders of any
series of First Mortgage Bonds created after April 30, 1992 (including the Bonds) to permit
modification of the Mortgage generally with the consent of the holders of only 2 majority of the First
Mortgage Bonds affected by the modification. Since all of the First Mortgage Bonds issued on or prior
to April 30, 1992 have matured or have been redeemed and are no longer outstanding under the
Mortgage, FPL may exercise this right to amend the Mortgage at any time,

Notwithstanding the immediately preceding paragraph, in most cases, the following modifications
will not be effective against any holder of First Mortgage Bonds affecied by the modification unless
that holder consents:

(1) modification of the terms of payment of principal and interest payable to that holder,

(2) modification creating an equal or prior lien on the mortgaged property or depriving that
holder of the benefit of the lien of the Mortgage, and

(3) modification reducing the percentage vote required for modification (except as described
above).

Defanlt and Notice Thereof. The following are defaults under the Mortgage:
(1) failure to pay the principal of any First Mortgage Bond when due,
(2) failure to pay interest on any First Mortgage Bond for 60 days after that interest is due,

(3) failure to pay principal of or interest on any Qualified Lien Bond beyond any applicable grace
period for the payment of that principal or interest,

(4) failure to pay any installments of funds for retirement of First Mortgage Bonds for 60 days
after that instaliment is due,

(5) certain events in bankruptcy, insolvency or reorganization pertaining to FPL, and

{6) the expiration of 90 days following notice by the Trustee or the holders of 15% of the First
Mortgage Bonds relating to any failure by FPL to perform its other covenants under the
Mortgage.
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Except in the case of failure to pay principal, interest or any installment for retirement of First
Mortgage Bonds, the Trustee may withhold notice of default if it belicves that withholding the notice is
in the interests of the holders of First Mortpage Bonds.

Holders of 25% of the First Mortgage Bonds may declare the principal and the interest due on
default. A majority of the holders of First Mortgage Bonds may annul that declaration if the default
has been cured. No holder of First Mortgage Bonds may enforce the lien of the Mortgage unless the
following things have occurred:

(1) the holder has given the Trustee written notice of a default,

(2) the holders of 25% of the First Mortgage Bonds have requested the Trustee to act and
offered it reasonable opportunity to act and indemnity satisfactory to the Trustee for the costs,
expenses and liabilities that the Trustee may incur by acting, and

(3} the Trustee has failed to act.

Notwithstanding the foregoing, a holder of First Mortgage Bonds has the right to sue FPL if FPL
fails to pay, when due, interest or principal on those First Mortgage Bonds, unless that holder gives up
that right.

The Trustee is not required to risk its funds or incur personal liability if there is rcasonable ground
for believing that the repayment is not reasonably assured. The holders of a majority of the First
Mostgage Bonds may direct the time, method, and place of conducting any proceedings for any remedy
available to the Trustee, or exercising any of the Trustee’s powers.

Satisfaction and Discharge of Mortgage. The Mortgage may be satisfied and discharged if and
when FPL provides for the payment of all of the First Mortgage Bonds and all other sums due under
the Mortgage.

Evidence to be Furnished to the Trustee. FPL furnishes written statements of FPL’s officers, or
persons selected or paid by FPL, annually {(and when certain events occur) to the Trustee to show that
FPL is in compliance with Mortgage provisions and that there are no defaults under the Mortgage. In
some cases, these written statements must be provided by an independent accountant, appraiser,
engineer or counsel.

DESCRIPYION OF SENIOR DEBT SECURITIES AND
SUBORDINATED DEBT SECURITIES

FPL may issue its debt securities (other than (i) the Bonds and (i) the FPL Junior Subordinated
Debentures (as defined below under “Description of Junior Subordinated Debentures™)), in one or
more series, under one or more Indentures, between FPL. and The Bank of New York Mellon, as
trustee. The terms of any offered debt securities will be described in a supplement to this prospectus.

DESCRIPTION OF PREFERRED TRUST SECURITIES

General. The Trust may issue preferred trust securities and common trust securities under the
Trust Agreement.

The agreements pursuant to which the preferred trust securities of the Trust will be issued are
substantially the same; each of these agreements is referred to in this prospectus as the “Trust
Agreement.” The preferred trust securities and common trust securities issued by the "Trust are referred
to in this prospectus as “Preferred Thust Securities” and “Common Trust Securities,” respectively, and
collectively as “Trust Securities.” These Trust Securities will represent undivided beneficial interests in
the assets of the Trust. Unless otherwise specified in a prospectus supplement, the Junior Subordinated
Debentures (as defined below under “Description of Junior Subordinated Debentures”) will be held by
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the Trust. This section briefly summarizes some of the provisions of the Trust Agreement. This
summary does not contain & complete description of the Trust Agreement. You should read this
summary together with the Trust Agreement for a complete understanding of all the provisions. The
form of the Trust Agreement has previously been filed with the SEC and is an exhibit to the
registration statement filed with the SEC of which this prospectus is a part. In addition, each Trust
Agreement will be qualified as an indenture under the Trust Indenture Act of 1939 and is therefore
subject to the provisions of the Trust Indenture Act of 1939. You should read the Trust Indenture Act
of 1939 for a complete understanding of its provisions.

In this section, any discussion of the Trust, Preferred Trust Securities and Common Trust Securities
relate only to the applicable Trust. Holders of Preferred Trust Securities of the Trust will be entitled to
any of the benefits and protections contained in the Trust Agreement applicable to the parficular Trust
which issued the relevant Thust Securities and not with respect to any other Trust.

The Preferred Trust Securities and Common Trust Securities issued by the Trust will be
substantially the same except that, if there is an event of default under the Trust Agreement, as
described below, that results from an event of default under the Subordinated Indenture (as such term
is defined below under “Description of Junior Subordinated Debentures—General”), the right of FPI,
as holder of the Common Trust Securities, to payment of distributions and upon liquidation or
redemption will be subordinated to the rights of the holders of the Preferred Trust Securities. (Trust
Agreement, Section 4.03). All of the Comnmon Trust Securities will be owned by FPL. (Trust
Agreement, Section 5.10).

The following obligations and rights, in combination, have the effect of providing a full and
unconditional guarantee of payments due on the Preferred Trust Sccurities issued by the Trust:

(1) FPLs obligations under the Funior Subordinated Debentures;
(2) the rights of holders of Preferred Trust Securities to enforce those obligations;
(3) FPLs agreement to pay the expenses of the Trust; and

(4) FPLs guarantee (the “Preferred Trust Securities Guarantee™) of payments due on the
Preferred Trust Securities to the extent of the Tiust’s legally available assets.

No single one of the rights and obligations listed above standing alone or operating in conjunction
with fewer than all of the other applicable rights and obligations constitutes a full and unconditional
guarantee by FPL, of the Preferred Trust Securities. It is only the combined operation of these rights
and obligations that has the effect of providing a full and unconditional, but subordinated, guarantee as
to payment by FPL oi the Preferred Trust Securities.

The Trust will use the proceeds from its sale of the Trust Securities to purchase Junior
Subordinated Debentures from FPL. (Trust Agreement, Section 2.05). The Junior Subordinated
Debentures will be issued under a subordinated indenture between FPL and The Bank of New York
Mellon, as trustee. The Junior Subordinated Debentures will be held in trust for the benefit of holders
of the applicable Preferred ‘Trust Sccurities and Common Trust Securities. (Trust Agreement,

Section 2.09).

A prospectus supplement relating to the Preferred Trust Securities will include specific terms of
those securities and of the Junior Subordinated Debentures issued in connection therewith. For a
description of some specific terms that will affect both the Preferred Trust Securities and the Junior
Subordinated Debentures, and holders’ rights under each, see “Description of Junior Subordinated
Debentures” below.

Distributions. The only income of the Trust available for distribution to the holders of Preferred
Trust Securities will be payments on the applicable Junior Subordinated Debentures, (Trust Agreement,
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Section 8.01). If FPL does not make interest payments on the Junior Subordinated Debentures, the
Trust will not have funds available to pay distributions on Preferred Trust Securities. The payment of
distributions, if and to the extent the Trust has sufficient funds available for the payment of such
distributions, is guaranteed on a limited basis by FPL as described under “Description of Preferred
Trust Securities Guarantee.”

If so specified in the related prospectus supplement, FPL will have the option to defer the
payment of interest from time to time on the Junior Suberdinated Debentures for one or more periods,
in which case, distributions on the Preferred Trust Securities would be deferred during any such period.
Unless otherwise provided in the related prospectus supplement, distributions would, however, continue
to accumulate. (Trust Agreement, Section 4.01). Unless otherwise provided in the related prospectus
supplement, during any optional deferral period, or for so long as an “Event of Default” under the
Subordinated Indenture resulting from a payment default or a payment default under the Preferred
Trust Securities Guarantee has occurred and is continuing, FPL may not:

(1) declare or pay any dividend or distribution on its capital stock;

{2) redeem, purchase, acquire or make a liquidation payment with respect to any of its capital
stock;

(3) pay any principal, interest or premium on, or repay, repurchase or redeem any debt securities
that are equal or junior in right of payment with the Junior Subordinated Debentures; or

(4) make any payments with respect to any guarantee of debt securities if such guarantee is equal
or junior in right of payment to the Junior Subordinated Debentures,

other than

{a) purchases, redemptions or other acquisitions of its capital stock in connection with any
employment contract, benefit plan or other similar arrangement with or for the benefit of
employees, officers, dircctors or agents or a stock purchase or dividend reinvestment plan,
or the satisfaction of its obligations pursuant to any contract or security outstanding on
the date that the payment of interest is deferred requiring it to purchase, redeem or
acquire its capital stock;

(b) any payment, repayment, redemption, purchase, acquisition or declaration of dividend
listed as restricted payments in clauses (1) and (2) above as a result of a reclassification
of its capital stock or the exchange or conversion of all or a portion of one class or series
of its capital stock for another class or series of its capital stock;

(c) the purchase of fractional interests in shares of its capital stock pursuant to the
conversion or exchange provisions of its capital stock or the security being converted or
exchanged, or in connection with the settlement of stock purchase contracts;

{d) dividends or distributions paid or made in its capital stock (or rights to acquire its capital
stock), or repurchases, redemptions or acquisitions of capital stock in connection with the
issuance or exchange of capital stock (or of securities convertible into or exchangeable for
shares of its capital stock) and distributions in connection with the settlement of stock
purchase contracts;

(e} redemptions, exchanges or repurchases of, or with respect to, any rights outstanding
under a shareholder rights plan or the declaration or payment thereunder of a dividend
or distribution of or with respect to rights in the future; or

(f) payments under any preferred trust securities guarantee or guarantee of subordinated
debentures executed and delivered by FPL concurrently with the issuance by a Trust of
any preferred trust securities, so long as the amount of payments made with respect to
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any preferred trust securities or subordinated debentures (as the case may be) is paid on
all preferred trust securities or subordinated debentures (as the case may be) then
outstanding on a pro rata basis in proportion to the full distributions to which each series
of preferred trust securities or subordinated debentures (as the case may be) is then
entitled if paid in full.

Unless otherwise provided in the related prospectus supplement, (i) before an optional deferral
period ends, FPL may further defer the payment of interest and (ii) after any optional deferral period
and the payment of all amounts then due, FPL may select a new optional deferral period, No interest
period may be deferred beyond the maturity of the Junior Subordinated Debentures.

Redemption. Whenever Junior Subordinated Debentures are repaid, whether at maturity or
carlier redemption, the Property Trustee will apply the proceeds to redeem a like amount of Preferred
Trust Securities and Common Trust Securities. (Trust Agreement, Section 4.02(a)).

Preferred Trust Securities will be redeemed at the redemption price plus accrued and unpaid
distributions with the proceeds from the contemporaneous redemption or repayment of Junior
Subordinated Debentures. Redemptions of the Preferred Trust Securities will be made on a redemption
datc only if the Trust has funds available for the payment of the redemption price plus accrued and
unpaid distributions. (Trust Agreement, Section 4.02(c)).

Holders of Preferred Trust Securities will be given not less than 30 nor more than 60 days’ notice
of any redemption. (Trust Agreement, Section 4.02(b)). On or before the redemption date, the Trust
will irrevocably deposit with the paying agent for Preferred Trust Securities sufficient funds and will
give the paying agent irrevocable instructions and authority to pay the redemption price plus accrued
and unpaid distributions to the holders upon surrender of their Preferred Trust Securities. Distributions
payable on or before a redemption date will be payable to the holders on the record date for the
distribution payment. If notice is given and funds are deposited as required, then on the redemption
date all rights of holders of the Preferred Trust Securities called for redemption will cease, except the
right of the holders to receive the redemption price plus accrued and unpaid distributions, and the
Preferred Trust Securities will cease to be outstanding. No interest will accrue on amounts payable on
the redemption date. In the event that any date fixed for redemption of Preferred Trust Securities is
not a business day, then payment will be made on the next business day, except that, if such business
day falls in the next calendar year, then payment will be made on the immediately preceding business
day. No interest will be payable because of any such delay. If payment of Preferred Trust Securities
called for redermption is improperly withheld or refused and not paid either by the Trust or by FPL
pursuant to the Preferred Trust Securities Guarantee, distributions on such Preferred Trust Securities
will continue to accrue to the date of payment. In that event, the actual payment date will be
considered the date fixed for redemption for purposes of caiculating the redemption price plus accrued
and unpaid distributions. (Trust Agrecement, Section 4.02(d)).

Subject to applicable law, including United States federal securities laws, FPL or its affiliates may
at any time and from time to time purchase outstanding Preferred Trust Securities by tender, in the
open market or by private agreement. ‘

1f Preferred Trust Securities are partially redeemed on a redemption date, a corresponding
percentage of the Common Trust Securities will be redeemed. The particular Preferred Trust Securities
to be redeemed will be selected not more than 60 days prior to the redemption date by the Property
Trustee by such method as the Property Trustee shall deem fair, taking into account the denomminations
in which they were issued. The Property Trustee will promptly noiify the Preferred Trust Security
registrar in writing of the Preferred Trust Securities sclected for redemption and, where applicable, the
partial amount to be redeemed. (Trust Agreement, Section 4.02(f)).
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Subordination of Common Trust Securities. Payment of distributions on, and the redemption
price, plus accrued and unpaid distributions, of, the Preferred Trust Securities and Common Trust
Securities shall be made pro rata based on the liquidation preference amount of such securities.
However, if on any distribution payment date or redemption date an event of default nnder the Trust
Agreement resulting from an event of default under the related Subordinated Indenture has occurred
and is continuing, no payment on any Common Trust Security shall be made until all payments due on
the Preferred Trust Securities have been made. In that case, funds available to the Property Trustee
shall first be applied to the payment in full of all distributions on, or the redemption price plus accrued
and wnpaid distributions of, Preferred Trust Securities then duc and payable. (Trust Agreement,

Section 4.03(a)).

If an event of default under the Trust Agreement results from an event of default under the
related Subordinated Indepture, the holder of Common Trust Sccurities cannot take action with respect
to the Trust Agreement default until the effect of all defaults with respect to the Preferred Trust
Securities has been cured, waived or otherwise eliminated. Until the event of default under the Trust
Agreement with respect to Prefexred Trust Securities has been cured, waived or otherwise eliminated,
the Property Trustee shall, to the fullest extent permitted by law, act solely on behalf of the holders of
Preferred Thust Securities and not the holder of the Common Trust Securities, and only the holders of
Preferred Trust Securities will have the right to direct the Property Trustee to act on their behalf. (Trust
Agreement, Section 4.03(b)).

Liquidation Distribution upon Dissolution. The Trust will be dissolved and liquidated by the
Property Trustce on the first to occur of:

{1) the expiration of the term of the Trust;

(2) the bankruptcy, dissolution or liquidation of FPL;

(3) the redemption of all of the Preferred Trust Securities of the Trust;

(4) the entry of an order for dissolution of the Trust by a court of competent jurisdiction; or
(5) at any time, at the election of FPL. (Trust Agreement, Sections 9.01 and 9.02).

If a dissolution of the Trust occurs, the Trust will be liquidated by the Property Trustee as
expeditiously as the Property Trusice determines to be appropriate. If a dissolution of the Trust occurs
other than by redemption of all the Preferred Trust Securities, the Property Trustee will provide for the
satisfaction of liabilities of creditors, if any, and distribute to cach holder of the Preferred Trust
Securities and Common Trust Securities 2 proportionate amount of Junior Subordinated Debentures. If
a distribution of Junior Subordinated Debentures is determined by the Property Trustee not to be
practical, holders of Preferred Trust Securities will be entitled to receive, out of the assets of the Trust
after adequate provision for the satisfaction of liabilities of creditors, if any, an amount equal to the
aggregate liquidation preference of the Preferred Trust Securities plus accrued and unpaid distributions
thereon to the date of payment. If this liquidation distribution can be paid only in part because the
Trust has insufficient assets available to pay in full the aggregate liquidation distribution, then the
amounts payable by the Trust on the Preferred Trust Securities shall be paid on a pro rata basis. FPL,
as holder of the Common Trust Securities, will be entitled to receive distributions upon any dissolution
pro rata with the holders of the Preferred Trust Securities, except that if an event of default (or event
that, with the lapse of time or giving of notice, wounld become such an event of default) has occurred
and is continuing under the related Subordinated Indenture, the Preferred Trust Securities will have a
preference over the Common Trust Securities. (Trust Agreement, Section 9.04).

Events of Default; Notice. Any one of the following events will be an event of default under the
Trust Agreement whether it shall be voluntary or involuntary or be effected by operation of law or
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pursuant to any judgment, decree or order of any court or any order, rule or regulation of any
administrative or governmental body:

(1) the occurrence of an event of default as described in the related Subordinated Indenture;

(2) default by the Trust in the payment of any distribution when it becomes due and payable, and
continuation of that defauit for a period of 30 days;

(3) default by the Trust in the payment of any redemption price, plus accrued and unpaid
distributions, of any Preferred Trust Security or Common Trust Security when it becomes due
and payablc;

(4) default in the performance, or breach, in any material respect, of any covenant or warranty of
the trustees in the Trust Agreement which is not dealt with above, and continuation of that
default or breach for a period of 90 days after written notice to the Trust, the defaulting
trustee under the Trust Agreement and FPL by the holders of Preferred Trust Securities
having at least 33% of the total liquidation preference amount of the outstanding Preferred
Trust Securities. However, the holders of Preferred Trust Securities will be deemed to have
agreed to an extension of the 90 day period if corrective action is initiated by any of the
trustees within such period and is diligently pursued in goed faith; or

(5) the occwrrence of certain events of bankruptey or insolvency with respect to the Trust. (Trust
Agreement, Section 1.01).

Within 90 days after the occurrence of any default known to the Property Trustee, the Property
Trustee shall transmit to the holders of Preferred Trust Securities, FPL and the Administrative Trustees
notice of any such default, unless that default shall have been cured or waived. (Trust Agreement,
Section 8.02).

A holder of Preferred Trust Securities may directly institute a proceeding to enforce payment when
due to the holder of the Preferred Trust Securities of the principal of or interest on Junior
Subordinated Debentures having a principal amount equal to the aggregate liquidation preference
amount of the holder’s Preferred Trust Securities. The holders of Preferred Trust Securities have no
other rights to exercise directly any other remedies available to the holder of the Junior Subordinated
Debentures unless the trustees under the Trust Agreement fail to do so. (Trust Agreement,

Section 6.01(a)).

Removal of Trustees. Unless an event of default under the related Subordinated Indenture has
occurred and is continning, the holder of the Common Thust Securities may remove any trustee under
the Thust Agreement at any time. If an event of default under the Subordinated Indenture has cccurred
and is continuing, the holders of a majority of the total liquidation preference amount of the
outstanding Preferred Trust Securities may remove the Property Trustee or the Delaware Trustee, or
both of them. The holder of the Common Trust Securities may remove any Administrative Trustee at
any time. Any resignation or removal of a trustee under the Trust Agreement will take effect only on
the acceptance of appointment by the successor trustee. (Trust Agreement, Section 8.10).

Holders of Preferred Trust Securities will have no right to appoint or remove the Administrative
Trustees of the Trust, who may be appointed, removed or replaced solely by FPL as the holder of the
Common Trust Securities. (Trust Agreement, Section 8.10}.

Voting Rights. Except as provided below and under “Description of Preferred Trust Securities
Guarantee—Modification and Assignment,” and as otherwise required by law or the Trust Agreement,
the holders of Preferred Trust Securities will have no voting rights.
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While Junior Subordinated Debentures are held by the Property Trustee, the Property Trustee shall
not:

(1) direct the time, method and place to conduct any proceeding for any remedy available to the
Subordinated Indenture Trustee (as such term is defined below under “Description of Junior
Subordinated Debentures—General”), or execute any trust or power conferred on the
Subordinated Indenture Trustee with respect to the Junior Subordinated Debentures,

(2) waive any past default under the related Subordinated Indenture;

(3) exercise any right to rescind or annul a declaration that the principal of all the Junior
Subordinated Debentures will be due and payable; or

(4) consent to any amendment, modification or termination of the related Subordinated Indenture
or the Junior Subordinated Debentures, where that consent will be required,

without, in each case, obtaining the prior approval of the holders of Preferred Trust Securities having at
least a majority of the aggregate liquidation preference amount of all outstanding Preferred Trust
Securities of the Trust. Where a consent of each holder of Junior Subordinated Debentures affected is
required, no consent shall be given by the Property Trustee without the prier consent of cach holder of
the Preferred Trust Securities affected. The Property Trustee shall not revoke any action previously
authorized or approved by a vote of the holders of Preferred Trust Securities, except pursuant to the
subsequent vote of the holders of Preferred Trust Securities. (Trust Agreement, Section 6.01(b)). If the
Property Trustee fails to enforce its rights, as holder, under the Junior Subordinated Debentures or the
Trust Agreement, a holder of the Preferred Trust Securities may institute a legal proceeding directly
against FPL to enforce the Property Trustee’s rights under the Junior Subordinated Debentures or the
Trust Agreement without first instituting any legal proceeding against the Property Trustee or anyone
else. (Trust Agreement, Section 6.01(a)). The Property Trustee shall notify alt holders of Preferred Trust
Securities of any notice of default received from the Subordinated Indenture Trustee. The Property
Trustee shall not take any action approved by the consent of the holders of Preferred Trust Securities
without an opinion of counsel experienced in those matters to the effect that the Trust will be classified
as a grantor trust and not as an association taxable as a corporation for United States federal income
tax purposes on account of that action. (Trust Agreement, Section 6.01(b})).

Holders of Preferred Trust Securities may give any required approval at a meeting convened for
such purpose or by written consent without prior notice. (Trust Agreement, Section 6.06). The
Administrative Trustees will give notice of any meeting at which holders of Preferred Trust Securities
are entitled to vote. (Trust Agreement, Section 6.02).

No vote or consent of the holders of Preferred Trust Securities will be required for the Trust to
redeem and cancel Preferred Trust Securities in accordance with the Trust Agreement.

Notwithstanding that holders of Preferred Trust Securities are entitled to vote or consent under
any of the circumstances described above, any Preferred Trust Securities that are owned by FPL, any
Administrative Trustee or any affiliate of any of them, shall be treated as if they were not outstanding
for purposes of such vote or consent. (Trust Agreement, Section 1.01).

Amendments. The Trust Agreement may be amended from time to time by a majority of its
Administrative Trustees and FPL, without the consent of any holders of Preferred Trust Securities or
the other trustees under the Trust Agreement in order to:

(1) cure any ambiguity; correct or supplement any provision that may be inconsistent with any
other provision of the Trust Agrecement or amendment to the Trust Agreement; or make any
other provisions with respect to matters or questions arising under the Trust Agreement;

(2) change the name of the Trust; or
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(3) modify, eliminate or add to any provisions of the Trust Agreement to the extent necessary to
ensure that the Trust will not be classified for United States federal income tax purposes other
than as a grantor trust (and not ap association taxable as a corporation) at any time that any
Preferred Tiust Securities and Common Trust Securities are outstanding or to ensure the
Trust’s exemption from the status of an “investment company” under the Investment Company
Act of 1940.

No amendment described above may materially adversely affect the interests of any holder of
Preferred Trust Securities or Common Trust Securities without the applicable consents required
pursuant to the following two paragraphs. Any of the amendments of the Trust Agreement described in
paragraph (1) above shall become effective when notice of the amendment is given to the holders of
Preferred Trust Securitics and Common Trust Securities in accordance with the provisions of the Trust
Agreement. (Trust Agreement, Section 10.03(a)).

Except as provided below, any provision of the Trust Agreement may be amended by the
Adminjstrative Trustees and FPL with:

(1) the consent of holders of Preferred Trust Securities and Common Trust Securities representing
not less than a majority in aggregate liquidation preference amount of the Preferred Trust
Securities and Common Trust Securities then outstanding; and

(2) receipt by the trustees of an opinion of counsel to the effect that such amendment or the
exercise of any power granted to the trustees in accordance with the amendment will not
affect the Trust’s status as a grantor trust for federal income tax purposes (and pot an
association taxable as a corporation) or affect the Trust's exemption from the status of an
“investment company” under the Investment Company Act of 1940. (Trust Agreement,
Section 10.03(b)).

Each affected holder of Preferred Trust Securities must consent to any amendment to the Trust
Agreement that:

(1) adversely changes the amount or timing of any distribution with respect to Preferred Trust
Securities or otherwise adversely affects the amount of any distribution required to be made in
respect of Preferred Trust Securities as of a specified date;

(2) restricts the right of a holder of Preferred Trust Securities to institute suit for the enforcement
of any such payment on or after that date; or

{3) modify the provisions described in clauses (1) and (2) above. (Trust Agreement,
Section 10.03(c)}.

Form, Exchange and Transfer. Preferred Trust Securities may be exchanged for other Preferred
Trust Securities in any authorized denomination and of like tenor and aggregate liquidation preference.
(Trust Agreement, Section 5.04).

Subject to the terms of the Trust Agreement, Preferred Trust Securities may be presented for
exchange as provided above or for registration of transfer, duly endorsed or accompanied by a duly
executed instrument of transfer, at the office of the Preferred Trust Security registrar. The
Administrative Trustees may designate FPL or any affiliate of FPL as the Preferred Trust Security
registrar. The Property Trustee will initially act as the Preferred Trust Security registrar and transfer
agent. (Trust Agreement, Section 5.08). No service charge will be made for any registration of transfer
or exchange of Preferred Trust Securities, but the Preferred Trust Security registrar may require
payment of a sum sufficient to cover any tax or other governmental charge payable in connection with
the transfer or exchange. A transfer or exchange will be made when the Preferred Trust Security
registrar and Administrative Trustees are satisfied with the documents of title and identity of the person
making the request. (Trust Agreement, Section 5.04). The Administrative Trustees may at any time
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designate another transfer agent and registrar or rescind the designation of any transfer agent and
registrar or approve a change in the office through which any transfer agent and registrar acts, except
that FPL will, or will cause the Preferred Trust Security registrar to, maintain an office or agency in
The City of New York where Preferred Trust Securities may be transferred or exchanged. (Trust
Agreement, Sections 2.07(a) and 5.08).

The Trust will not be required to:

(1) issue, register the transfer of, or exchange any Preferred Tiust Securities during the period
beginning at the opening of business 15 calendar days before the mailing of a notice of
redemption of any Preferred Trust Securities called for redemption and ending at the close of
business on the day the notice is mailed; or

(2) register the transfer of or exchange any Preferred Trust Securities so selected for redemption,
in whole or in part, except the unredeemed portion of any Preferred Trust Securities being
redecmed in part. (Trust Agreement, Section 5.04).

Payment on Preferred Trust Securities and Paying Agent. Unless otherwise stated in a prospectus
supplement, payments in respect of the Preferred Trust Securities will be made on the applicable
distribution dates by check mailed to the address of the holder entitled thereto as such address appears
on the Preferred Trust Security register. (Trust Agreement, Section 4.04). The paying agent shall
initially be the Property Trustee and any co-paying agent chosen by the Property Trustee that is
acceptable to the Administrative Trustees and FPL. The paying agent may resign upon 30 days’ written
notice to the Administrative Trustees, the Property Trustee and FPL. In the event that the Property
Trustee shall no longer be the paying agent, the Adrministrative Trustees shall appoint a successor,
which shall be a bank, trust company or affiliate of FPL reasonably acceptable to the Property Trustee
and FPL, to act as paying agent. (Trust Agreement, Section 5.09).

Duties of the Trustees. The Delaware Trustee will act as the resident trustee in the State of
Delaware and will have no other significant duties. The Property Trustee will hold the Junior
Subordinated Debentures on behalf of the Trust and will maintain a payment account with respect to
the Preferred Trust Securities and Common Trust Securities, and will also act as trustee under the Trust
Agreement for the purposes of the Trust Indenture Act of 1939. (Trust Agreement, Sections 2.06 and
2.07(b)).

The Administrative Trustees of the Trust are authorized and directed to conduct the affairs of the
Trust and to operate the Trust so that

(1) the Trust will not be deemed to be an “investment company” required to be registered under
the Investment Company Act of 1940,

(2) the Trust will not be taxed as a corporation, and

{3) the Junior Subordinated Debentures will be treated as indebtedness of FPL for United States
federal income tax purposes.

In this regard, FPL and the Administrative Trustees are authorized to take any action, not inconsistent
with applicable law, the certificate of trust or the Trust Agreement, that FPL and the Administrative
Trustees determine in their discretion to be necessary or desirable for those purposes, as long as the
action does not materially adversely affect the interests of the holders of the Preferred Trust Securities,
(Trust Agreement, Section 2.07(d)).

Miscellaneous. Holders of the Preferred Trust Securities have no preemptive or similar rights.
(Trust Agreement, Section 5.13).
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Notices. Notices to holders of Preferred Trust Securities will be sent by mail to the addresses of
those holders as they appear in the security register for those Preferred ‘frust Securities. (Trust
Agreement, Section 6.02).

Title. The Property Trustee, the Delaware Trustee, the Administrative Trustees, and the Preferred
Trust Security registrar and transfer agent, and any agent of the Property Trustee, the Delaware
Trustee, the Administrative Trustees, or the Preferred Trust Security registrar and transfer agent, may
treat the person in whose name a Preferred Trust Security is registered as the absolute owner of that
Preferred Trust Security for the purpose of receiving distributions and all other purposes, regardless of
any notice to the contrary. (Bust Agreement, Section 5.06).

Governing Law, The Trust Agreement, the Preferred Trust Securities and the Common Trust
Securities will be governed by and construed in accordance with the laws of the State of Delaware,
without regard to conflict of laws principles thereunder, except to the extent that the law of any other
jurisdiction is mandatorily applicable. (Trust Agreement, Section 10.05).
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DESCRIPTION OF PREFERRED TRUST SECURITIES GUARANTEE

General. This section briefly summarizes some of the provisions of the Preferred Trust Securities
Guarantee Agreement that FPL will execute and deliver for the benefit of the holders of the Preferred
Trust Securities issued by the Trust. The terms of these agreements are substantially the same, and they
are referred to in this prospectus as the “Preferred Trust Securities Guarantee Agreement.” This
summary does not contain a complete description of the Preferred Trust Securities Guarantee
Agreement. You should read this summary together with the Preferred Trust Securities Guarantee
Agreement for a complcte understanding of all the provisions. The form of the Preferred Trust
Securitics Guarantee Agreement has previously been filed with the SEC and is an exhibit to the
registration statement filed with the SEC of which this prospectus is a part. In addition, the Preferred
Trust Securities Guarantee Agreement will be qualified as an indenture under the Trust Indenture Act
of 1939 and is therefore subject to the provisions of the Trust Indenture Act of 1939. You should read
the Trust Indenture Act of 1939 for a complete understanding of its provisions.

The Bank of New York Mellon will act as Preferred Trust Securities Guarantee Trustee under the
Preferred ‘Trust Securities Guarantee Agreement and will hold the Preferred Trust Securities Guarantee
for the benefit of the holders of the Preferred Trust Securities.

General Terms of the Preferred Trust Securities Guarantee. FPL will absolutely, irrevocably and
unconditionally agree to make the guarantee payments listed below in full to the holders of the
Preferred Trust Securities if they are not made by the Trust, as and when due, regardless of any
defense, right of set-off or counterclaim that the Trust may have or assert. (Preferred Trust Securities
Guarantee Agreement, Section 5.01). The following payments will be subject to the Preferred Trust
Securities Guarantee (without duplication):

(1) any accrued and unpaid distributions required to be paid on Preferred Trust Securities, to the
extent the Trust has funds in the payment account maintained by the Property Ttustee legally
available for these payments at such time;

(2) the redemption price, plus all accrued and unpaid distributions to the redemption date, for
any Preferred Trust Securities called for redemption by the Trust, to the extent the Trust has
funds in the payment account maintained by the Property Trustee legally available for these
payments at such time; and

(3) upon a voluntary or involuntary dissolution, winding-up or termination of the Trust (except in
connection with the distribution of Junior Subordinated Debentures to the holders in
exchange for Preferred Trust Securities as provided in the Trust Agreement or upon a
redemption of all of the Preferred Trust Securities upon maturity or redemption of the Junior
Subordinated Debentures as provided in the Trust Agreement), the lesser of:

(2) the aggregate of the liquidation preference amount and all accrued and unpaid
distributions on Preferred Trust Securities to the date of payment, to the extent the Trust
has funds in the payment account maintained by the Property Trustee legally available for
these payments at such time; and

(b) the amount of assets of the Trust remaining available for distribution to holders of
Preferred Trust Securities in liquidation of the Trust after satisfaction of liabilities to
creditors of the Trust as required by applicable law,

(Preferred Trust Securities Guarantee Agreement, Section 1.01), FPLs obligation to make a guarantee
payment may be satisfied by either making a direct payment of the required amounts by FPL to the
holders of Preferred Trust Securities or causing the Trust to pay such amounts to those holders.
(Preferred Trust Securities Guarantee Agreement, Section 5.01).

The Preferred Trust Securities Guarantee will be a guarantee, subject to certain subordination
provisions, as to payment with respect to the Preferred Trust Securities, but will not apply to any
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payment of distributions if and to the extent that the Trust does not have funds legally available to
make those payments. (Preferred Trust Securities Guarantee Agreement, Sections 1.01 and 5.05). If
FPL does not make interest payments on the Junior Subordinated Debentures held by a Trust, the
applicable Trust wiil not have funds available to pay distributions on the Preferred Trust Securities.

The following obligations and rights, in combination, have the effect of providing a full and
unconditional guarantee of payments due on the Preferred Trust Sccurities issued by the Trust:

(1) FPLs obligations under the Junior Subordinated Debentures;

(2} the rights of holders of Preferred Trust Securities to enforce those obligations;
(3) FPLs agreement to pay the expenses of the Trust; and

(4) the Preferred Trust Securities Guarantee.

No single one of the righfs and obligations listed above standing alone or operating in conjunction
with fewer than all of the other applicable rights and obligations constitutes a full and unconditional
guarantee by FPL of the Preferred Trust Securities. It is only the combined operation of these rights
and obligations that has the effect of providing a full and unconditional, but subordinated, guarantee as
to payment by FPL of the Preferred Trust Securities.

Except as otherwise stated in the related prospectus supplement, the covenants in the Preferred
Trust Securities Guarantee Agreement would not give holders of the Preferred Trust Sccuritics
protection in the event of a highly-leveraged transaction involving FPL.

Security and Ranking. The Preferred Trust Securities Guarantee will be an unsecured obligation
of FPL and will rank:

(1) subordinate and junior in right of payment to all other liabilities of FPL. (except those made
pari passu or subordinate by their terms);

(2) equal in right of payment with the most senior preferred or preference stock that may be
issued by FPL and with any guarantee that may be entered into by FPL in respect of any
preferred or preference stock of any affiliate of FPL; and

(3) semior to FPL common stock. (Preferred Trust Securities Guarantee Agreement, Section 6.01).

The Preferred Trust Securities Guarantee Agreement does not limit the amount of other
indebtedness, including guarantees, that FPL may issue or incur or the amount of preferred or
preference stock it may issue.

The Trust Agreement provides that by accepting Preferred Trust Securities, a holder agrees to the
subordination provisions and other terms of the Preferred Trust Securities Guarantce. (Trust
Agreement, Section 5.02).

The Preferred Trust Securities Guarantee will be a guarantee of payment and not of collection,
that is, the guaranteed party may institute a legal proceceding directly against FPL to enforce its rights
under the Preferred Trust Securities Guarantee without first instituting a legal proceeding against
anyone else. (Preferred Trust Securities Guarantee Agreement, Sections 5.04 and 5.05).

Evenis of Defauft. An event of default under the Preferred Trust Securities Guarantee
Agreement will occur upon failure of FPL to perform any of its payment obligations under the
Preferred Trust Securities Guarantee Agreement, which failure has not been cured within 90 days of
receipt of notice thereof. (Preferred Trust Securities Guarantee Agreement, Section 1.01). Upon an
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event of default, the holders of the Preferred Trust Securitics having a majority of the aggregate
liquidation preference of the Preferred Trust Securities have the right to:

(1) direct the time, method and place of conducting any proceeding for any remedy available to
the Preferred Trust Securities Guaraniee Trustee under the Preferred Trust Securities
Guarantee Agreement, or

(2) direct the exercise of any trust or power conferred upon the Preferred Trust Securities
Guarantee Trustee under the Preferred Trust Securities Guarantee Agreement. (Preferred
Trust Securities Guarantee Agreement, Section 5.04).

Any holder of the Preferred Trust Securities may enforce the Preferred Trust Securities Guarantee,
or institute a legal proceeding directly against FPL to enforce the Preferred Trust Securities Guarantee
Trustee’s rights under the Preferred Ttust Securities Guarantee Agreement without first instituting a
legal proceeding against the Trust, the Preferred Trust Securities Guarantee Trustee or anyone else.
(Preferred Trust Sccurities Guarantee Agreement, Section 5.04). The holders of the Preferred Trust
Securities having a majority of the aggregate liquidation preference of the Preferred Trust Securities
may waive any past event of default and its consequences. (Preferred Trust Securities Guarantee
Agreement, Section 2.06).

FPL wil} be required to deliver to the Preferred Trust Sccurities Guarantee Trustee an annual
statement as to its compliance with all conditions under the Preferred Trust Securities Guarantee
Agreement. (Preferred Trust Securities Guarantee Agreement, Section 2.04).

Modification and Assignment. No consent of holders of Preferred Trust Securities is required for
changes to the Preferred Trust Securities Guarantee Agreement that do not materially adversely affect
their rights. Except as provided below, changes to the Preferred Trust Securities Guarantee Agreement
that materially adversely affect the rights of Preferred Trust Securities require the prior approval of the
holders of Preferred Trust Securities having at least a majority of the aggregate liquidation preference
amount of the outstanding Preferred Trust Securities. Each affected holder of Preferred Trust Securities
must consent to any amendment to the Preferred Trust Securities Guarantee Agreement that impairs
the right of such holder to receive guarantee payments under the Preferred Trust Securities Guarantee
Agreement or to institute suit for enforcement of any such payment. (Preferred Trust Securities
Guarantee Agreement, Section 8.01).

All guarantees and agreements contained in the Preferred Trust Securities Guarantee Agreement
will bind the successors, assigns, receivers, trustees and representatives of FPL and will inure to the
benefit of the holders of the Preferred Trust Securities then outstanding. (Preferred Trust Sccurities
Guarantee Agreement, Section 8.02).

Termination of the Preferred Trust Securities Guarantee. The Preferred Trust Securitics
Guarantee Agreement will terminate and be of no further force and effect upon:

(1) full payment of the redemption price, plus accrued and unpaid distributions to the redemption
date, for all the Preferred Trust Securities;

(2) the distribution of Junior Subordinated Debentures to holders of the Preferred Trust
Securities in exchange for all of the Preferred Trust Securities; or

3) full payment of the amounts payable upon liquidation of the Trust,
q

However, the Preferred Trust Securities Guarantee will continue to be effective or will be reinstated, as
the case may be, if at any time, as result of the subordination provisions or any mistake or any judicial
proceeding or otherwise, any holder of Preferred Trust Securities must return any sums paid under the
Preferred Trust Securities or the Preferred Trust Securities Guarantee. (Preferred Trust Securities
Guarantee Agreement, Section 7.01).

Guverning Law. The Preferred Trust Securities Guarantee Agreement provides that it is to be
governed by and construed in accordance with the laws of the State of New York, without regard to
conflict of laws principles thercunder, except to the extent that the law of any other jurisdiction is
mandatorily applicable. (Preferred Trust Securitics Guarantee Agreement, Section 8.06).
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DESCRIPTION OF JUNIOR SUBORDINATED DEBENTURES

General. The junior subordinated debentures issued by FPL are referred to in this prospectus as
the “Junior Subordinated Debentures.” The Junior Subordinated Debentures, which the Property
Trustee will hold on behalf of the Trust as trust assets, will be issued by FPL in one or more series
under one or more indentures between FPL and The Bank of New York Mellon, as trustee. The
indenture or indentures pursuant to which Junior Subordinated Debentures may be issued, as the same
may be amended and supplemented from time to time, are referred to in this prospectus as the
“Subordinated Indenture.” The Bank of New York Mellon, as trustee under the Subordinated
Indenture, is referred to in this prospectus as the “Subordinated Indenture Ttustee.” The Subordinated
Indenture provides for the issunance from time to ticne of subordinated debt in an unlimited amount.
The Junior Subordinated Debentures and all other subordinated debt issued previously or hereafter
under the Subordinated Indenture are collectively referred to in this prospectus as the “Subordinated
Indenture Securities.”

This section briefly summarizes some of the terms of the Junior Subordinated Debentures and
some of the provisions of the Subordinated Indenture. This summary does not contain a complete
description of the Junior Subordinated Debentures or the Subordinated Indenture. You should read
this summary together with the Subordinated Indenture and the officer’s certificates or other
documents creating the Junior Subordinated Debentures for a complete understanding of all the
provisions and for the definitions of some terms used in this surnmary. The form of Subordinated
Indenture, the form of officer’s certificate that may be used to create a series of Junior Subordinated
Debentures and a form of the Junior Subordinated Debentures have previously been filed with the
SEC, and are exhibits to the registration statement. In addition, the Subordinated Indenture will be
qualified under the Trust Indenture Act of 193% and is therefore subject to the provisions of the Trust
Indenture Act of 1939. You should read the Trust Indenture Act of 1939 for a complete understanding
of its provisions.

The Junior Subordinaied Debentures issued by FPL to the Trust will constitute a separate series
under the Subordinated Indenture and the principal amount of each series will be limited to the sum of
the aggregate liquidation preference amount of the related Preferred Trust Securitics and the
consideration paid by FPL for the related Common Trust Securities.

The Junior Subordinated Debentures will be unsecured, subordinated obligations of FPL which
raok junior to all of FPLs Senior Indebtedness. The term “Senior Indebtedness” will be defined in the
related prospectus supplement. All Junior Subordinated Debentures issued under the Subordinated
Indenture will rank equally and ratably with all other Junior Subordinated Debentures issued under the
Subordinated Indenture, except to the extent that FPL elects to provide security with respect to any
series of Junior Subordinated Debentures without providing that security to all outstanding Junior
Subozdinated Debentures in accordance with the Subordinated Indenture.

Each series of Junior Subordinated Debentures may have different terms. FPL will include some
or all of the following information about a specific series of Junior Subordinated Debentures in the
particular prospectus supplement relating to that specific series of Junior Subordinated Debentures:

(1) the title of those Junior Subordinated Debentures,
(2) any limit upon the aggrepate principal amount of those Junior Subordinated Debentures,
{3) the date(s) on which the principal will be paid,

(4) the rate(s) of interest on those Junior Subordinated Debentures, or how the rate(s) of interest
will be determined, the date(s) from which interest will accrue, the dates on which interest will
be paid and the record date for any interest payable on any interest payment date,
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(5) the person to whom interest will be paid on any interest payment date, if other than the
person in whose name those Junior Subordinated Debentures are registered at the close of
business on the record date for that interest payment,

(6) the place(s) at which or methods by which payments will be made on those Junior
Subordinated Debentures and the place(s) at which or methods by which the registered
owners of those Junior Subordinated Debentures may transfer or exchange those Junior
Subordinated Debentures and serve notices and demands to or upon FPL,

(7) the security registrar and any paying agent or agents for those Junior Subordinated
Debentures,

(8) any date(s) on which, the price(s) at which and the terms and conditions upon which FPL
may, at its option, redecm those Junior Subordinated Debentures, in whole or in part, and any
restrictions on those redemptions,

(9) any sinking fund or other provisions, including any options held by the registered owners of
those Junior Subordinated Debentures, that would obligate FPL to repurchase or redeem
those Junjor Subordinated Debentures,

(10} the denominations in which those Junior Subordinated Debentures may be issued, if other
than denominations of $25 and any integral multiple of $25,

{11) the currency or currencies in which the principal of or premium, if any, or interest on those
Junior Subordinated Debentures may be paid (if other than in U.S. dollars),

(12) if FPL or a registered owner ray elect to pay, or receive, principal of or premium, if any, or
interest on those Junior Subordinated Debentures in a currency other than that in which those
Junior Subordinated Debentures are stated to be payable, the terms and conditions upon
which that election may be made,

(13) if the principal of or premium, if any, or interest on those Junior Subordinated Debentures
may be paid in securities or other property, the type and amount of those securities or other
property and the terms and conditions upon which FPL or a registered owner may elect to
pay or receive those payments,

(14) if the amount payable in respect of principal of or premium, if any, or interest on those Junior
Subordinated Debentures may be determined by reference to an index or other fact or event
ascertainable outside of the Subordinated Indenture, the manner in which those amounts will
be determined,

(15) the portion of the principal amount of the Junior Subordinated Debentures that FPL will pay
upon declaration of acceleration of the maturity of those Junior Subordinated Debentures, if
other than the entire principal amount of those Junior Subordinated Debentures,

(16) events of default, if any, with respect to those Junior Subordinated Debentures and covenants,
if any, of FPL for the benefit of the registered owners of those Junior Subordinated
Debentures, other than those specified in the Subordinated Indenture,

(17) the terms, if any, pursuant to which those Junior Subordinated Debentures may be exchanged
for shares of capital stock or other securities of any other entity,

(18) a definition of “Eligible Obligations” under the Subordinated Indenture with respect to the
Junior Subordinated Debentures denominated in a corrency other than U.S. dollars,

(19) any other provisions for the reinstatement of FPLs indebtedness in respect of those Junjor
Subordinated Debentures after their satisfaction and discharge,
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(20) if those Junior Subordinated Debentures will be issued in global form, necessary information
relating to the issuance of those Junior Subordinated Debentures in global form,

(21} if those Junior Subordinated Debentures will be issued as bearer securitics, necessary
information relating to the issuance of those Junior Subordinated Debentures as bearer
securities,

(22) any limits on the rights of the registered owners of those Junior Subordinated Debentures to
transfer or exchange those Junior Subordinated Debentures or to register their transfer, and
any related service charges,

(23) any exceptions to the provisions governing payments due on legal holidays or any variations in
the definition of business day with respect to those Junior Subordinated Debentures,

(24) any collateral security, assurance, or guarantee for those Junior Subordinated Debentures,
{25) the designation of the trust to which the Junior Subordinated Debentures are to be issued,

{26) the terms relating to any additional interest that may be payable as a result of any tax,
assessment or governmental charges, and

(27) any other terms of those Junior Subordinated Debentures that are not inconsistent with the
provisions of the Subordinated Indenture. (Subordinated Indenture, Section 307).

Except as otherwise stated in the related prospectus supplement, the covenants in the
Subordinated Indenture would not give registered owners of Junior Subordinated Debentures
protection in the event of a highly-leveraged transaction involving FPL.

Subordination. The Jumior Subordinated Debentures will be subordinate and junior in right of
payment to all Senior Indebtedness of FPL. (Subordinated Indenture, Article Fourteen). No payment
of the principal (including redemption and sinking fund payments) of, or interest, or premium, if any,
on the Junior Subordinated Debentures may be made by FPL until all holders of Senior Indebtedness
of FPL have been paid in full {or provision has been made for such payment), if any of the following
occurs:

(1) certain evenis of bankrupicy, insolvency or reorganization of FPL;

(2) any Senior Indebtedness of FPL. is not paid when due (after the expiration of any applicable
grace period) and that defauvlt continnes without waiver; or

(3) any other default has occurred and continues without waiver (after the expiration of any
applicable grace period) pursuant t¢ which the holders of Senior Indebtedness of FPL are
permitted to accelerate the maturity of such Senior Indebtedness. (Subordinated Indenture,
Section 1402).

Upon any distribution of assets of FPL to creditors in connection with any insolvency, bankruptcy
or similar proceeding, all principal of, and premium, if any, and interest due or to become due on all
Senior Indebtedness of FPL must be paid in full before the holders of the Jupior Subordinated
Debentures are entitled to receive or retain any payment from such distribution. (Subordinated
Indenture, Section 1402).

Payment and Paying Agents. Except as stated in the related prospectus supplement, on each
interest payment date FPL will pay interest on each Junior Subordinated Debenture to the persen in
whose name that Junior Subordinated Debenture is registered as of the close of business on the record
date relating fo that interest payment date. However, on the date that the Junior Subordinated
Debentures mature, FPL will pay the interest to the person to whom it pays the principal. Also, if FPL
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has defaulted in the payment of interest on any Junior Subordinated Debenture, it may pay that
defaulted interest to the registered owner of that Junior Subordinated Debenture:

(1) as of the close of business on a date that the Subordinated Indenture Trustee selects, which
may 1ot be more than 15 days or less than 10 days before the date that FPL proposes to pay
the defaulted interest, or

(2) in any other lawful manner that does not violate the requirements of any securities exchange
on which that Junior Subordinated Debenture is listed and that the Subordinated Indenture
Trustee believes is acceptable. (Subordinated Indenture, Section 307).

Unless otherwise stated in the related prospectus supplement, the principal, premium, if any, and
interest on the Junior Subordinated Debentures at maturity will be payable when such Junior
Subordinated Debentures are presented at the main corporate trust office of The Bank of New York
Mellon, as paying agent, in The City of New York. FPL may change the place of payment on the
Junior Subordinated Debentures, appoint one or more additional paying agents, including itself, and
remove any paying agent. (Subordinated Indenture, Section 602).

Transfer and Exchange. Unless otherwisc stated in the related prospectus supplement, Junior
Subordinated Debentures may be transferred or exchanged at the main corporate trust office of The
Bank of New York Mellon, as security registrar, in The City of New York. FPL may change the place
for transfer and exchange of the Junior Subordinated Debentures and may designate one or mare
additional places for that transfer and exchange.

Except as otherwise stated in the related prospectus supplement, there will be no service charge
for any transfer or exchange of the Junior Subordinated Debentures. However, FPL may require
payment of any tax or other governmental charge in connection with any transfer or exchange of the
Junior Subordinated Debentures.

FPL will not be required to transfer or exchange any Junior Subordinated Debenture selected for
- redemption. Also, FPL will not be required to transfer or exchange any Junior Subordinated Debenture
during a period of 15 days before selection of Junior Subordinated Debentures to be redeemed.
(Subordinated Indenture, Section 305).

Unless otherwise stated in the related prospectus supplement, if Junior Subordinated Debentures
are distributed to holders of Preferred Trust Securities in a dissolution of the Trust, the Junior
Subordinated Debentures will be issued in fully registered certificated form in the denominations and
integral multiples thereof in which the Preferred Trust Securities have been issued, and they may be
transferred or exchanged as described above. (Ttust Agreement, Section 9.04).

Defeasance. FPL may, at any time, elect to have all of its obligations discharged with respect to
all or a portion of any Subordinated Indenture Securities (including the Junior Subordinated
Debentures). To do so, FPL must irrevocably deposit with the Subordinated Indenture Trustee or any
paying agent, in trust:

(1} money in an amount that will be sufficient to pay all or that portion of the principal,
premium, if any, and interest due and to become due on those Subordinated Indenture
Securities, on or prior to their maturity, or

(2) in the case of a deposit made prior to the maturity of that series of Subordinated Indenture
Securities,

{a) direct obligations of, or obligations unconditionally guaranteed by, the United States and
entitled to the benefit of its full faith and credit that do not contain provisions permitting
their redemption or other prepayment at the option of their issuer, and
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(b) certificates, depositary receipts or other instruments that evidence a direct ownership
interest in those obligafions or in any specific interest or principal payments due in
respect of those obligations that do not contain provisions permitting their redemption or
other prepayment at the option of their issuer,

the principal of and the interest on which, when due, without any regard to reinvestment of
that principal or interest, will provide money that, together with any money deposited with or
held by the Subordinated Indenture Trustee, will be sufficient to pay all or that portion of the
principal, premium, if any, and interest due and to become due on those Subordinated
Indenture Securities, on or prior to their maturity, or

(3) a combination of (1) and (2) that will be sufficient to pay all or that portion of the principal,
premium, if any, and interest due and to become due on those Subordinated Indenture
Securities, on or prior to their maturity. (Subordinated Indenture, Section 701).

Option to Defer Interest Payments, If so specified in the related prospectus supplement, FPL will
have the option to defer the payment of interest from time to time on the Junior Subordinated
Debentures for one or more periods. As a consequence, distributions on the Preferred Trust Securities
would be deferred during any optional deferral period. Interest would, however, continue to accrue on
the Junior Subordinated Debentures. Unless otherwise provided in the related prospectus supplement,
during any optional deferral period, or for so long as an “Event of Default” under the Subordinated
Indenture resulting from a payment default or a payment default under the Preferred Trust Securities
Guarantee has occurred and is continuing, FPL may not:

(1) declare or pay any dividend or distribution on its capital stock;

(2) redeem, purchase, acquire or make a liguidation payment with respect to any of its capital
stock;

{3} pay any principal, interest or premium on, or repay, repurchase or redeem any debt securities
that are equal or junior in right of payment with the Junior Subordinated Debentures; or

(4) make any payments with respect to any guarantee of debt securities if such guarantee is equal
or junior in right of payment to the Junior Subordinated Debentures,

cther than

(a) purchases, redemptions or other acquisitions of its capital stock in connection with any
employment contract, benefit plan or other similar arrangement with or for the benefit of
employees, officers, directors or agents or a stock purchase or dividend reinvestment plan,
or the satisfaction of its obligations pursuant to any contract or security outstanding on
the date that the payment of interest is deferred requiring it to purchase, redeem or
acquire its capital stock;

(b) any payment, repayment, redemption, purchase, acquisition or declaration of dividend
listed as restricted payments in clauses (1} and (2) above as a result of a reclassification

of its capital stock or the exchange or conversion of all or a portion of one class or series
of its capital stock for another class or series of its capital stock;

(¢) the purchase of fractional interests in shares of its capital stock pursuant to the
conversion or exchange provisions of its capital stock or the security being converted or
exchanged, or in connection with the settlement of stock purchase contracts;

(d) dividends or distributions paid or made i its capital stock (or rights to acquire its capital
stock), or repurchases, redemptions or acquisitions of capital stock in connection with the
issuance or exchange of capital stock (or of securities convertible into or exchangeable for
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shares of its capital stock) and distributions in connection with the settlernent of stock
purchase contracts;

(e) redemptions, exchanges or repurchases of, or with fespect 1o, any rights outstanding
under a shareholder rights plan or the declaration or payment thereunder of a dividend
or distribution of or with respect to rights in the future; or

(f) payments under any preferred trust securities guarantee or guarantee of subordinated
debentures executed and delivered by FPL concurrently with the issuance by a Trust of
any preferred trust securities, so long as the amount of payments made with respect to
any preferred trust securitics or subordinated debentures (as the case may be)} is paid on
all preferred trust securities or subordinated debentures (as the case may be} then
outstanding on a pro rata basis in proportion to the full distributions to which cach series
of preferred trust securitics or subordinated debentures (as the case may be) is then
entitled if paid in full. (Subordinated Indenture, Section 608).

Unless otherwise provided in the related prospectus supplement, (i) before an optional deferral
period ends, FPL may further defer the payment of interest and (ii) after any optional deferral period
and the payment of all amounts then due, FPL may select a new optional deferral period. Unless
otherwise provided in the related prospectus supplement, no optional deferral period may exceed the
period of time specified in that prospectus supplement. No interest period may be deferred beyond the
maturity of the Junior Subordinated Debentures. FPL will give the Trust and the Subordinated
Indenture Trustee notice of its election of an optional deferral period prior to the earlier of {i) one
business day before the record date for the distribution on the Preferred Trust Securities which would
occur if FPL did not make the election to defer or (i} the date the Administrative Thustees are
required to give notice to any securities exchange or any other applicable self-regulatory organization of
the record date for such a distribution. The Property Trustee shall send notice of that clection to the
holders of Preferred Trust Securities.

Additional Interest. So long as any Preferred Trust Securities remain outstanding, if the Trust is
required to pay any taxes, duties, assessments or governmental charges imposed by the United States or
any other taxing authority on income derived from the interest payments on the Junior Subordinated
Debentures, then FPL will pay as interest on the Junior Subordinated Debentures any additional
interest that may be necessary in order that the net amounts received and retained by the Trust after
the payment of those taxes, duties, assessments or governmental charges will be the same as the Trust
would have had if such taxes, duties, assessments or other governmental charges had not been imposed.
{Subordinated Indenture, Section 313).

Redemption. For so long as the Trust is the holder of all of the related Junior Subordinated
Debentures, the proceeds of any redemption of Junior Subordinated Debentures will used by the Trust
to redeem Preferred Trust Securities and Common Trust Securities in accordance with their terms.
(Trust Agreement, Section 4.02(a)). The redemption terms of the Junior Subordinated Debentures, if
any, will be set forth in a prospectus supplement. Unless set forth differently in a prospectus
supplement, and except with respect to Junior Subordinated Debentures redeemable at the option of
the holder, Junior Subordinated Debentures will be redecmable upon notice between 30 and 60 days
prior to the redemption date. If less than all of the Junior Subordinated Debentures of any series or
any tranche thereof are to be redeemed, the Subordinated Indenture Trustee will select the Junior
Subordinated Debentures to be redeemed. In the absence of any provision for selection, the
Subordinated Indenture Trustee will choose a method of random selection as it deems fair and
appropriate. (Subordinated Indenture, Sections 403 and 404).

Junior Subordinated Debentures selected for redemption will cease to bear interest on the
redemption date. The paying agent will pay the redemption price and any accrued interest once the
Junior Subordinated Debentures are surrendered for redemption. (Subordinated Indenture,
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Section 405). If only part of a Junior Subordinated Debenture is redeemed, the Subordinated Indenture
Trustee will deliver a new Junior Subordinated Debenture of the same series for the remaining portion
without charge. (Subordinated Indenture, Section 406).

Any redemption at the option of FPL may be conditional upon the receipt by the paying agent, on
or prior to the date fixed for redemption, of money sufficient to pay the redemption price. If the
paying agent has not received such money by the date fixed for redemption, FPL will not be required
to redeem such Junior Subordinated Debenturcs. (Subordinated Indenture, Section 404),

Subject to applicable law, including United States federal securities taws, FPL or its affiliates may
at any time and from time to time purchase outstanding Junmior Subordinated Debentures by tender, in
the open market or by private agrecment.

Consolidation, Merger, and Sale of Assets. Under the Subordinated Indenture, FPL may not
consolidate with or merge into any other entity or convey, transfer or lease its properties and assets
substantially as an entirety to any entity, unless:

(1) the entity formed by that consolidation, or the entity imto which FPL is merged, or the entity
that acquires or leases FPLs property and assets, is an entify organized and existing under the
laws of the United States, any state or the District of Coluinbia and that entity expressly
assumes FPLs obligations on all Subordinated Indenture Securities and under the
Subordinated Indenture,

(2) immediately after giving effect to the transaction, no event of default under the Subordinated
Indenture and no event that, after notice or lapse of time or both, would become an event of
default under the Subordinated Indenture exists, and

(3) FPL delivers ar officer’s certificate and an opinion of counsel 1o the Subordinated Indenture
Trustee, as provided in the Subordinated Indenture. (Subordinated Indenture, Section 1101).

The Subordinated Indenture does not prevent or restrict:

(a2} any consolidation or merger after the consurnmation of which FPL would be the surviving
or resulting entity;

(b) any consolidation of FPL with any entity all of the outstanding voting securities of which
are owned, directly or indirectly, by FPL, or any merger of any such entity into any other
of such entities, or any conveyance or other transfer, or lease, of properties or assets by
any thereof to any other thereof;

{c} any conveyance or other transfer, or lease, of any part of the properties or assets of FPL
which does not constitute the entircty, or substantially the entirety, thereof; o

(d) the approval by FPL of, or the consent by FPL to any consolidation or merger to which
any direct or indirect subsidiary or affiliate of FPL may be a party, or any conveyance,
transfer or lease by any such subsidiary or affiliate of any or all of its properties or assets.
(Subordinated Indenture, Section 1103).

Events of Default. Each of the following is an event of default under the Subordinated Indenture
with respect to the Subordinated Indenture Securities of any series:

(1) failure to pay interest on the Subordinated Indenture Securities of that series within 30 days
after it is due (provided, however, that a failure to pay interest during a valid optional deferral
period will not constitute an event of default),

(2) failure to pay principal or premium, if any, on the Subordinated Indenture Securities of that
series when it is due,
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(3) failure to comply with any other covenant in the Subordinated Indenture, other than a
covenant that does not relate to that series of Subordinated Indenture Securities, that
continues for 90 days after (i) FPL receive written notice of such failure to comply from the
Subordinated Indenture Trustee, or (i} FPL and the Subordinated Indenture Trustee receive
written notice of such failure to comply from the registered owners of at least 33% in
principal amount of the Subordinated Indenture Securities of that series,

(4) certain events of bankruptcy, insolvency or reorganization of FPL, or

(5) any other event of default specified with respect to the Subordinated Indenture Securities of
that series. (Subordinated Indenture, Section 801).

In the case of the third event of default listed above, the Subordinated Indenture Trustee may
extend the grace period. In addition, if holders of a particular series have given a notice of default,
then holders of at least the same percentage of Junior Subordinated Debentures of that series, together
with the Subordinated Indenture Trustee, may also extend the grace period. The grace period will be
automatically extended if FPL has initiated and is diligently pursuing corrective action in good faith.
(Subordinated Indenture, Section 801). An event of default with respect to the Subordinated Indenture
Securitics of a particular series will not necessarily constitute an event of default with respect to

" Subordinated Indenture Securities of any other series issued under the Subordinated Indenture.

Remedies. If an event of default applicable to the Subordinated Indenture Securities of one or
more series, but not applicable to all outstanding Subordinated Indenture Securities, exists, then either
{i) the Subordinated Indenture Trustee or (ii) the registered owners of at least 33% in aggregate
principal amount of the Subordinated Indenture Securities of each of the affected series may declare
the principal of and accrued but unpaid interest on all the Subordinated Indenture Securities of that
series to be due and payable immediately. (Subordinated Indenture, Section 802).

If the event of default is applicable to all outstanding Subordinated Indenture Securities, then
cither (i) the Subordinated Indenture Trustee or (i) the registered owners of at least 33% in aggregate
principal amount of all outstanding Subordinated Indenture Securities of all series, voting as one class,
and not the registered owners of any one series, may make a declaration of acceleration. (Subordinated
Indenture, Section 802). However, the event of default giving rise to the declaration relating to any
series of Subordinated Indenture Securities will be automatically waived, and that declaration and its
consequences will be automatically rescinded and annulled, if, at any time after that declaration and
before a judgment or decree for payment of the money due has been obtained:

(1) FPL deposits with the Subordinated Indenture Trustee a sum sufficient to pay:
(a) all overdue interest on all Subordinated Indenture Securities of the relevant series,

{b) the principal of and any preminm on any Subordinated Indenture Securities of the
relevant series that have become due for reasons other than that declaration, and interest
that is then due,

{c) interest on overdue interest for the relevant series, and

(d) all amounts then due to the Subordinated Indenture Trustee under the Subordinated
Indenture, and

(2) any other event of default with respect to the Subordinated Indenture Securities of the
relevant series has been cured or waived as provided in the Subordinated Indenture.
{Subordinated Indenture, Section 802).

Other than its obligations and duties in case of an event of default under the Subordinated
Indenture, the Subordinated Indenture Trustee is not obligated to exercise any of its rights or powers
under the Subordinated Indenture at the request or direction of any of the registered owners of the
Subordinated Indenture Securities, unless those registered owners offer reasonable indemnity to the
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Subordinated Indenture Trustee. (Subordinated Indenture, Seetion 903). If they provide this reasonable
indemmity, the registered owners of a majority in principal amount of any series of Subordinated
Indenture Securities will have the right to direct the time, method and place of conducting any
proceeding for any remcdy availabie to the Subordinated Indenture Trustee, or exercising any trust or
power conferred on the Subordinated Indenture Trustee, with respect to the Subordinated Indenture
Securities of that series, However, if an event of default under the Subordinated Indenture relates to
more than one series of Subordinated Indenture Securities, only the registered owners of a majority in
aggregate principal amount of all affected series of Subordinated Indenture Securities, considered as
one class, will have the right to make that direction. Also, the direction must not violate any law or the
Subordinated Indenture, and may not expose the Subordinated Indenture Trustee to personal liability
in circumstances where its indemnity would pot, in the Subordinated Indenture Trustee’s sole
discretion, be adequate. (Subordinated Indenture, Section 812).

A registered owner of a Subordinated Indenture Security has the right to institute a sait for the
enforcement of payment of the principal of or premium, if any, or interest on that Subordinated
Indenture Security on or after the applicable duc date specified in that Subordinated Indenture
Security. (Subordinated Indenture, Section 808). No registered owner of Subordinated Indenture
Securities of any series will have any other right to institute any proceceding under the Subordinated
Indenture, or excreise any other remedy under the Subordinated Indenture, unless:

(1) that registered owner has previously given to the Subordinated Indenture Trustee written
notice of a continuing event of default with respect to the Subordinated Indenture Securities
of that series,

(2) the registered owners of a majority in aggregate principal amount of the cutstanding
Subordinated Indenture Securities of all series in respect of which an event of default under
the Subordinated Indenture exists, considered as one class, have made written request to the
Subordinated Indenture Trustee, and have offered reasonable indemnity to the Subordinated
Indenture Trustee to institute that proceeding in its own name as trustee, and

(3) the Subordinated Indenture Trustee has failed to institute any proceeding, and has not
received from the registered owners of a majority in aggregate principal amount of the
outstanding Subordinated Indenture Securities of all series in respect of which an event of
default under the Subordinated Indenture exists, considered as one class, a direction
inconsistent with that request, within 60 days after that notice, request and offer.
(Subordinated Indenture, Section 807).

FPL is required to deliver to the Subordinated Indenture Trustee an annual statement as to its
compliance with all conditions and covenants applicable to it under the Subordinated Indenture,
(Subordinated Indenture, Section 606).

Enforcement of Certain Rights by Holders of Preferred Trust Securities. 1If there is an event of
default with respect to Junior Subordinated Debentures held by the Trust, a holder of Preferred Trust
Securitics may enforce the Subordinated Indenture directly against FPL to the same extent, and upon
the same conditions, as if the holder of Preferred Trust Securities held a principal amount of Junior
Subordinated Debentures equal to the aggregate liguidation amount of its Preferred Trust Securities.
(Subordinated Indenture, Section 610).

Subject to their right to bring suit to enforce their right to payment, the holders of Preferred Trust
Sccurities would not be able to institute any proceeding with respect to the Subordinated Indenture
unless the Subordinated Indenture Trustee has failed to do so for 60 days after a request of the holders
of at least a majority of the aggregale liquidation amount of ocutstanding Preferred Trust Securities.
Upon such failure, the holders of a majority of the aggregate liquidation amount of the outstanding
Preferred Trust Securities would have the right to directly institute proceedings for enforcement of all
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other rights of the Subordinated Indenture Trustee against FPL to the fullest extent permitted by law.
(Subordinated Indenture, Sections 807, 808 and 812).

Modification and Waiver. Without the consent of any registered owner of Subordinated Indenture
Securities, FPL and the Subordinated Indenture Trustee may amend or supplement the Subordinated
Indenture for any of the following purposes:

)

2)

3
Q)

©)
(6)

)
8)

®

to provide for the assumption by any permitted successor to FPL of FPLs obligations with
respect to the Subordinated Indenture and the Subordinated Indenture Securities in the case
of a merger or consolidation or a conveyance, transfer or lease of its properties and assets
substantiafly as an entirety,

to add covenants of FPL or to surrender any right or power conferred upon FPL by the
Subordinated Indenture,

to add any additional events of default,

to change, eliminate or add any provision of the Subordinated Indenture, provided that if that
change, elimination or addition will materially adversely affect the interests of the registered
owners of Subordinated Indenture Securitics of any series or tranche, that change, elimination
or addition will become effective with respect to that particular series or tranche only

(a) when the required consent of the registered owners of Subordinated Indenture Securities
of that particufar series or tranche has been obtained, or

(b) when no Subordinated Indenture Securities of that particular series or tranche remain
outstanding under the Subordinated Indenture,

to provide collateral security for all but not a part of the Subordinated Indenture Securities,

to create the form or terms of Subordinated Indenture Securities of any other series or
tranche,

to provide for the authentication and delivery of bearer sccurities and the related coupons and
for other matters relating to those bearer securities,

to accept the appointment of a successor Subordinated Indenture Trustee or co-trustee with
respect to the Subordinated Indenture Securities of one or more series and to change any of
the provisions of the Subordinated Indenture as necessary to provide for the administration of
the trusts under the Subordinated Indenture by more than one trustee,

to add procedures to permit the use of a non-certificated system of registration for all, or any
series or tranche of, the Subordinated Indenture Securities,

(10) to change any place where

(a) the principal of and premium, if any, and interest on all, or any series or tranche of,
Subordinated Indenture Securities are payable,

{(b) all, or any series or tranche of, Subordinated Indenture Securities may be transferred or
exchanged, and

{c) notices and demands to or upon FPL in respect of Subordinated Indenture Securities and
the Subordinated Indenture may be served, or

(11) to cure any ambiguity or inconsistency or to add or change any other provisions with respect

to matters and questions arising under the Subordinated Indenture, provided those changes or
additions may not materially adversely affect the interests of the registered owners of
Subordinated Indenture Securities of any series or tranche. (Subordinated Indenture,

Section 1201).
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The registered owners of a majority in aggregate principal amount of the Subordinated Indenture
Securities of all series then outstanding may waive compliance by FPL with certain restrictive provisions
of the Subordinated Indenture. (Subordinated Indenture, Section 607). The registered owners of a
majority in principal amount of the outstanding Subordinated Indenture Securities of any series may
waive any past default under the Subordinated Indenture with respect to that series, except a defauit in
the payment of principal, premium, if any, or interest and a default with respect to certain restrictive
covepants o1 provisions of the Subordinated Indenture that cannot be modified or amended without
the consent of the registered owner of each outstanding Subordinated Indenture Security of that series
affected. (Subordinated Indenture, Section 813). If the Trust holds Subordinated Indenture Securities of
any series, the Trust may not waive compliance, or any default in compliance, by FPL with any
covenant or term contajned in, or any past default under, the Subordinated Indenture or the
Subordinated Indenture Securities of such series, without the approval of at least a majority (or such
greater percentage required by the Trust Agreement) in aggregate liquidation preference amount of the
outstanding Preferred Trust Securities. (Subordinated Indenture, Sections 607 and 813).

In addition to any amendments described above, if the Trust Indenture Act of 1939 is amended
after the date of the Subordinated Indenturc in a way that requires changes to the Subordinated
Indenture or in a way that permits changes to, or the elimination of, provisions that were previously
required by the Trust Indenture Act of 1939, the Subordinated Indenture will be deemed to be
amended to conform to that amendment of the Trust Indenture Act of 1939 or to make those changes,
additions or climinations. FPL and the Subordinated Indenture Trustee may, without the consent of any
registered owners, enter into supplernental indentures to make that amendment. (Subordinated
Indenture, Section 1201).

Except for any amendments described above, the consent of the registered owners of a majority in
aggregate principal amount of the Subordinated Indenture Securitics of all series then outstanding,
considered as one class, is required for all other modifications to the Subordinated Indenture. However,
if less than all of the series of Subordinated Indenture Securities outstanding are directly affected by a
proposed supplemental indenture, then the consent only of the registered owners of a majority in
aggregate principal amount of outstanding Subordinated Indenture Securities of all directly affected
series, considered as one class, is required. But, if FPL issues any series of Subordinated Indenture
Securities in more than one tranche and if the proposed supplemental indenture directly affects the
rights of the registered owners of Subordinated Indenture Securities of less than all of those tranches,
then the consent only of the registered owners of a majority in aggregate principal amount of the
outstanding Subordinated Indenture Securities of all directly affected tranches, considered as one class,
will be required. However, none of those amendments or modifications may:

(1) change the dates on which the principal of or interest (except as described above under

“—QOption to Defer Interest Payments”) on a Subordinated Indenture Security is due without
the consent of the registered owner of that Subordinated Indenture Security,

(2) reduce any Subordinated Indenture Security’s principal amount or rate of interest (or the
amount of any installment of that interest) or change the method of calculating that rate
without the consent of the registered owner of that Subordinated Indenture Security,

(3} reduce any premium payable upon the redemption of a Subordinated Indenture Security
without the consent of the registered owner of that Subordinated Indenture Security,

(4) change the currency (or other property) in which 2 Subordinated Indenture Security is payable
without the consent of the registered owner of that Subordinated Indenture Security,

{5) impair the right to sue to enforce payments on any Subordinated Indenture Security on or
after the date that it states that the payment is due (or, in the case of redemption, on or after
the redemption date) without the consent of the registered owner of that Subordinated
Indenture Security,
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(6) reduce the percentage in principal amount of the outstanding Subordinated Indenture
Securities of any series or tranche whose owners must consent to an amendment, supplement
or wajver without the consent of the registered owner of each outstanding Subordinated
Indenture Security of that particular series or tranche,

(7) reduce the requirements for quorum or voting of any series or tranche without the consent of
the registered owner of each outstanding Subordinated Indenture Security of that partieular
series or tranche, or

(8) modify certain of the provisions of the Subordinated Indenture relating to supplemental
indentures, waivers of certain covenants and waivers of past defaults with respect to the
Subordinated Indenture Securities of any series or tranche, without the consent of the
registered owner of each outstanding Subordinated Indenture Security affected by the
modification.

A supplemental indenture that changes or eliminates any provision of the Subordinated Indenture
that has expressly been included only for the benefit of one or more particular series or tranches of
Subordinated Indenture Securities, or that modifies the rights of the registered owners of Subordinated
Indenture Securitics of that particular series or tranche with respect to that provision, will not affect
the rights under the Subordinated Indenture of the registered owners of the Subordinated Indenture
Securities of any other series or tranche. So long as any Preferred Trust Sccurities are outstanding, the
Subordinated Indenture Trustee may not consent to any supplemental indenture without the prior
consent of (i) the holders of a majority in aggrcgate liquidation preference of all outstanding Preferred
Trust Securities affected or (ii), in the case of changes described in clauses (1) throngh (8) immediately
above, 100% in aggregate liquidation preference of all such outstanding Preferred Trust Securities
affected. (Subordinated Indenture, Section 1202).

The Subordinated Indenture provides that, in order to determine whether the registered owners of
the required principal amount of the outstanding Subordinated Indenture Securities have given any
request, demand, authornization, direction, notice, consent or waiver under the Subordinated Indenture,
ot whether a quorum is present at the meeting of the registered owners of Subordinated Indenture
Securities, Subordinated Indenture Securities owned by FPL or any other obligor upon the
Subordinated Indenture Securities or any affiliate of FPL or of that other obligor (unless FPL, that
affiliate or that obligor owns all Subordinated Indenture Securities outstanding under the Subordinated
Indenture, determined without regard to this provision) will be disregarded and deemed not to be
outstanding. (Subordinated Indenture, Section 101).

If FPL solicits any action under the Subordinated Indenture from registered owners of
Subordinated Indenture Securitics, FPL may, at its option, by signing a written request to the
Subordinated Indenture Trustee, fix in advance a record date for determining the registered owners of
Subordinated Indenture Securities entitled to take that action. However, FPL will not be obligated to
do this. If FPL fixes such a record date, that action may be taken before or after that record date, but
only the registered owners of record at the close of business on that record date will be deemed to be
registered owners of Subordinated Indenture Securities for the purposes of determining whether
registered owners of the required proportion of the outstanding Subordinated Indenture Securities have
authorized that action. For these purposes, the outstanding Subordinated Indenture Securities will be
computed as of the record date. Any action of a registered owner of any Subordinated Indenture
Security under the Subordinated Indenture will bind every future registered owner of that Subordinated
Indenture Security, or any Subordinated Indenture Security replacing that Subordinated Indenture
Security, with respect to anything that the Subordinated Indenture Trustee or FPL do, fail to do, or
allow to be done in reliance on that action, whether or not that action is noted upon that Subordinated
Indenture Security. (Subordinated Indenture, Section 104).
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Resignation and Removal of Subordinated Indenture Trustee. The Subordinated Indenture
Trustee may resign at any time with respect to any series of Subordinated Indenture Securities by giving
writlen notice of its resignation to FPL, Also, the registered owners of a majority in principal amount
of the outstanding Subordinated Indenture Securities of one or more series of Subordinated Indenture
Securities may remove the Subordinated Indenture Trustee at any time with respect to the
Subordinated Indenture Securities of that series, by delivering an instrument evidencing this action to
the Subordinated Indenture Trustee and FPL. However, so long as any Preferred Trust Securities
remain outstanding, the Trust cannot deliver an instrument evidencing this action without the consent
of the holders of a majority in aggregate liquidation preference of Preferred Trust Securities
outstanding. (Subordinated Indenture, Section 910). The resignation or removal of the Subordinated
Indenture Trustee and the appointment of a successor trustee will not become effective until a
successor trustee accepts its appointment.

Except with respect to a Subordinated Indenture Trustee appointed by the registered owners of
Subordinated Indenture Securities, the Subordinated Indenture Trustee will be deemed to have
resigned and the successor will be deemed to have been appointed as trustee in accordance with the
Subordinated Indenture if:

(1) no event of default under the Subordinated Indenture or event that, after notice or lapse of
time, or both, would become an event of default under the Subordinated Indenture exists, and

(2) FPL has delivered to the Subordinated Indenture Trustee resolutions of its Board of Directors
appointing a successor trustee and that successor trustee has accepted that appointment in
accordance with the terms of the Subordinated Indenture. (Subordinated Indenture,

Section 910).

Notices. Notices to registered owners of Subordinated Indenture Securities will be sent by mail to
the addresses of those registered owners as they appear in the security register for those Subordinated
Indenture Securities. (Subordinated Indenture, Section 106).

Title. The person in whose name a Subordinated Indenture Security is registered may be treated
as the absolute owner of that Subordinated Indenture Security, whether or not that Subordinated
Indenture Security is overdue, for the purpose of making payments and for all other purposes,
regardless of any notice to the contrary. (Subordinated Indenture, Section 308).

Governing Law. The Subordinated Indenture and the Subordinated Indenture Securities will be
governed by, and construed in accordance with, the laws of the State of New York, without regard fo
conflict of laws principles thereunder, except to the extent that the law of any other jurisdiction is
mandatorily applicable. (Subordinated Indenture, Section 112).

INFORMATION CONCERNING THE TRUSTEES

In the regular course of business, FPL may obtain short-term funds from several banks, including
Dentsche Bank Trust Company Americas.

FPL and its affiliates, including FP1. Group and FPL Group Capital Inc, also maintain various
banking and trust relationships with The Bank of New York Mellon. The Bank of New York Mellon
would act as (i) Preferred Trust Securities Guarantee Trustee under the Preferred Trust Securities
Guarantee Agreement described under “Description of Preferred Trust Securities Guarantee” above,
(ii) Property Trustee under the Trust Agreement and (iii) Subordinated Indentuxe Trustee, security
registrar and paying agent under the Subordinated Indenture. BNY Mellon Trust of Delaware acts as
the Delaware Trustee under the Thust Agreement.
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PLAN OF DISTRIBUTION

FPL and the Trust may sell the securities offered pursuant to this prospectus (“Offered
Securities™):

(1) through underwriters or dealers,
(2) through ageats, or
(3) directly to one or more purchasers.

This prospectus may be used in connection with any offering of securitics through any of these
methods or other methods described in the applicable prospectus supplement.

Through Underwriters or Dealers. If FPL and/or the Trust uses underwriters in the sale of the
Offered Securities, the underwriters will acquire the Offered Securities for their own account. The
underwriters may resell the Offered Securities in one or more transactions, including negotiated
transactions, at a fixed public offering price or at varying prices determined at the time of sale. The
underwriters may sell the Offered Securities directly or through underwriting syndicates represented by
managing underwriters. Unless otherwise stated in the prospectus supplement relating to the Offered
Securities, the obligations of the underwriters to purchase those Offered Securities will be subject to
certain conditions, and the underwriters will be obligated to purchase all of those Offered Securities if
they purchase any of them. If FPL and/or the Trust uses a dealer in the sale, FPL and/or the Trust will
sell the Offered Securities to the dealer as principal. The dealer may then resell those Offered
Securities at varying prices determined at the time of resale.

Any initial public offering price and any discounts or concessions allowed or reallowed or paid to
dealers may be changed from time to time.

Through Agents. FPL and/or the Trust may designate one or more agents to sell the Offered
Securities. Unless otherwise stated in a prospectus supplement, the agents will agree to use their best
efforts to solicit purchases for the period of their appointment,

Directly. FPL and/or the Trust may sell the Offered Securities directly to one or more purchasers.
In this case, no underwriters, dealers or agents would be involved.

General Information. A prospectus supplement will state the name of any underwriter, dealer or
agent and the amount of any compensation, underwriting discounts or concessions paid, allowed or
reallowed to them. A prospectus supplement will also state the proceeds to FPL and/or the Trust from
the sale of the Offered Securities, any initial public offering price and other terms of the offering of
those Offered Securities.

FPL and/or the Trust may authorize underwriters, dealers or agents to solicit offers by certain
institutions to purchase the Offered Securities from FPL and/or the Trust at the public offering price
and on the terms described in the related prospectus supplement pursuant to delayed delivery contracts
providing for payment and delivery on a specificd date in the future.

The Offered Securities may also be offered and sold, if so indicated in the applicable prospectus
supplement, in connection with a remarketing upon their purchase, in accordance with a redemption or
repayment pursuant to their terms, or otherwise, by one or more firms, which are referred to herein as
the “remarketing firms,” acting as principals for their own accounts or as agent for FPL or the Trust, as
applicable. Any remarketing firm will be identified and the terms of its agreement, if any, with FPL
and/or the Trust, and its compensation will be described in the applicable prospectus supplement.
Remarketing firms may be deemed to be underwriters, as that term is defined in the Securities Act of
1933, in connection with the securities remarketed thereby.

4]
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In compliance with gnidelines of the Financial Industry Regulatory Authority, Inc. (“FINRA”), the
maximurm consideration or discount to be received by any FINRA member or independent broker may
not exceed 8% of the aggregate amount of the securities offered pursuant to this prospectus and any
applicable prospectus supplement.

FPL. and/or the Trust may enter into derivative transactions with third parties, or sell securities not
covered by this prospectus to third parties in privately negotiated transactions. If the applicable
prospectus supplement indicates, in connection with those derivatives, the third parties may sell
securities covered by this prospectus and the applicable prospectus supplement, including in short sale
transactions. If so, the third party may use securities pledged by FPL and/or the Trust or borrowed
from any of them or others to settle those sales or to close out any related open borrowings of
securities, and may vse securities received from FPL and/or the Trust in settlemment of those derivatives
to close out any related open borrowings of securities. The third party in such sale transactions will be
an underwriter and, if not identified in this prospectus, will be identified in the applicable prospectus
supplement.

FPL and/or the Trust may have agreements t0 indemnify underwriters, dealers and agents against,
or to contribute to payments which the underwriters, dealers and agents may be required to make in
respect of, certain civil liabilities, including liabilitics under the Securities Act of 1933.
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EXPERTS

The consolidated financial statements incorporated in this prospectus by reference from FPLs
Annual Report on Form 10-K for the year ended December 31, 2008, and the effectiveness of FPI's
Internal control over financial reporting, have been audited by Deloitte & Touche LLP, an independent
registered public accounting firm, as stated in their reports, which are incorporated herein by reference.
Such financial statements have been so incorporated in reliance upon the reports of such firm given
upon their authority as experts in accounting and auditing.

LEGAL OPINIONS

Morgan, Lewis & Bockius LLP, New York, New York and Squire, Sanders & Dempsey L.L.P, West
Palm Beach, Florida, co-counsel to FPL, Florida Power & Light Company Trust 1 and Florida Power &
Light Company Trust II, will pass upon the legality of the Offered Securities for FPL, Florida Power &
Light Company Trust I and Florida Power & Light Company Trust 11, Hunton & Williams LLP, New
York, New York, will pass upon the legality of the Offered Securitics for any underwriter, dealer or
agent. Certain matters of Delaware law relating to the validity of the Preferred Trust Securitics, the
enforceability of the Trust Agreement and the creation of the Trust will be passed upon by Motris
James LLP, special Delaware counsel to FPL, Florida Power & Light Company Trust I and Florida
Power & Light Company Trust II. Morgan, Lewis & Bockius LLP and Hunton & Williams LLP may
rely as to all matters of Florida law upon the opinion of Squire, Sanders & Dempscy L.L.P, and on the
opinion of Morris James LLP, as to matters involving the law of the State of Delaware in connection
with the Preferred Trust Securities. Squire, Sanders & Dempsey L.L.P. may rely as to all matters of
New York law upon the opinion of Morgan, Lewis & Bockius LLF, and on the opinion of Morris
James LLP, as to matters involving the law of the State of Delaware in connection with the Preferred
Trust Securities.

You should rely only on the information incorporated by reference or provided in this prospectus
or any prospectus supplement or in any written communication from FPL or the Trust specifying the
final terms of a particular offering of secarities. Neither FPL nor the Trust has zuihorized anyone else
to provide you with additional or different information. Neither FPL nor the Trust is making an offer
of these securities in any jurisdiction where the offer is not permitted. You should not assnme that the
information in this prospectus or any prospectus supplement is accurate as of any date other than the
date on the front of those documents or that the information incorporated by reference is accurate as
of any date other than the date of the document incorporated by reference.
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Florida Power & Light Company
First Mortgage Bonds,
$600,000,000 4.05% Series due Jane 1, 2042

7

FPL

PROSPECTUS SUPPLEMENT

May 10, 2012

BofA Merrill Lynch
Credit Suisse
J.P. Morgan
Mitsubishi UFJ Securities
RBC Capital Markets
RBS

BNP PARIBAS
BNY Mellon Capital Markets, LLC
CIBC
Credit Agricole CIB
Lloyds Securities
TD Securities
US Bancorp
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pJ Moody's hirvestors Service, lnc.
OODY S 7 World Trade Cesnver at

230 Greenwich Streer

INVESTO RS SERVICE New York, NY 10007
+1,.212.553.0300 vel
+1.212.553.4820) fax

www.moodys.com

May 14%, 2012

Paul I. Cutler

Florida Power & Light Company
700 Universe Boulevard

P.O. Box 14000

Juno Beach, FL 33408-0420

Re: USD 600,000,000 Fixed Rate (4.05%) Senior Secured First Mortgage Bonds due June 1%, 2042
Dear Mr. Cutler:

At your request and based on the Prospectus Supplement dated May 10, 2012, which we understand is in
final form, Moody's has assigned a Aa3 to the above referenced obligation.

The obligation was issued under the Florida Power & Light Company, USD Shelf Program.

Moody’s monitering of the rating is dependent upon receipt of all relevant information, financial or
otherwise, from the issuer or its agents. Failure to submit such information in a timely manner may result in
the withdrawal of the rating.

In accordance with our usual policy, assigned ratings are subject to revision or withdrawal by Moody’s at any
time, without notice, in the sole discretion of Moody’s. For the most current rating, please visit
www.moodys.com.

This letter is strictly confidential and you may not disclose it to any other person except: (i) to your legal
counsel acting in their capacity as such; (ii) to your other authorized agents, acting in their capacity as such;
(iif} as required by the law or regulation; or (iv) with the prior written consent of Moody’s, in which case
Moody'’s reserves the right to impose conditions upon such consent such as requiring that you only disclose
this letter in its entirety and/or requiring any third party to sign a confidentiality and/or non-reliance
agreement.

Yours faithfully,
Woody ‘s Tuvestons Serotce, Tnc.

Moody’s Investors Service, Inc.

cc: DH, Global Middle Office
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STAN D.A RD 55 Water Sret
New York, NY 10041
& P 0 0 R s 213;4322000Tel

RATINGS SERVICES 212 438 5075 Fax

May 14, 2012

Mr. Paul Cutler

Treasurer

Florida Power & Light Co.
700 Universe Boulevard,
P.O. Box 1400

Juno Beach, FL. 33408-2657

Re: Florida Power & Light Company
$600,000,000 4.05% First Mortgage Bonds, Due June 1,2042

Dear Mr, Cutler:

Pursuant to your request for a rating on the above-referenced securities, Standard &
Poor’s Ratings Services (“Ratings Services™) has assigned an issue credit rating of “A”
and a recovery rating of “1+”.

This letter constitutes Ratings Services’ permission for you to disseminate the above-
assigned ratings to interested parties in accordance with applicable laws and regulations.
However, permission for such dissemination (other than to professional advisors bound
by appropriate confidentiality arrangements) will become effective only after we’ve
released the rating on standardandpoors.com. Any dissemination on any Website by you
or your agents shall include the full analysis for the rating, including any updates, where
applicable. To the extent that regulatory authorities allow a rating agency to
acknowledge in one jurisdiction a rating issued in another jurisdiction for certain
regulatory purposes, Ratings Services may choose to acknowledge such a rating and
denote such acknowledgement on www.standardandpoors.com with an alphabetic or
other identifier affixed to such rating or by other means.

To maintain the rating, Ratings Services must receive all information as indicated in the
applicable Terms and Conditions. You understand that Ratings Services relies on you and
your agents and advisors for the accuracy, timeliness and completeness of the
information submitted in connection with the rating and the continued flow of material
information as part of the surveillance process. Please send all information via electronic
delivery to:Todd_Shipman@standardandpoors.com. If SEC rule 17g-5 is applicable, you
may post such information on the appropriate website. For any information not available
in electronic format or posted on the applicable website, please send hard copies to:
Standard & Poor’s Ratings Services, 55 Water Street, New York, New York 10041-0003,
Attention: Todd Shipman.
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The rating is subject to the Terms and Conditions attached to the Engagement Letter
applicable to the rating. In the absence of such Engagement Letter and Terms and
Conditions, the rating is subject to the attached Terms and Conditions. The applicable
Terms and Conditions are incorporated herein by reference.

Ratings Services is pleased to have the opportunity to provide its rating opinion. For
more information please visit our website at www.standardandpoors.com. If you have
any questions, please contact us. Thank you for choosing Ratings Services.

Sincerely yours,

Standard & Poor’s Ratings Services

Analytical Contact:
Name: Todd Shipman
Telephone #: 212-438-7676

McGRAW-HILL 2 w.standardandpoors.com
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Florida Power & Light Company

Docket No. 120015-El

Staff's Ninth Request for Production of Documents
Request No. 74

Page 1 of 1

Q. _
With respect to page 42, lines 18 — 21 of witness Dewhurst’s direct testimony, please provide
copies of any reports, reviews, or other documentation from independent, third party sources that
witness Dewhurst relied upon in his consideration of “the current allowed ROE for other
regulated utilities.”

A.
Please see FPL's response to Staff's Ninth Request for Production of Documents No. 61.
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Florida Power & Light Company

Docket No. 120015-El

Staff's Ninth Request for Production of Documents
Request No. 75

Page 1 of 1

Q.

With respect to page 43, lines 9 — 14 of witness Dewhurst’s direct testimony, please provide
copies of any reports, reviews, or other documentation that witness Dewhurst relied upon in his
comparison of “the average allowed ROEs of other utilities in Florida and in southeastern
states.” For purposes of this response, provide any documentation from independent, third party
sources that identifies the IOUs “with which FPL is frequently compared by investors,” their
authorized ROEs, and the dates these returns were set.

A.
Please see FPL's reponse to Staff's Ninth Request for Production of Documents No. 61,
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Florida Power & Light Company

Docket No. 120015-El

Staff's Ninth Request for Production of Documents
Reguest No. 76

Page 1 of 1

Q.

With respect to page 45, lines 7 — 9 of witness Dewhurst’s direct testimony, please provide any
documentation from independent, third party sources that support the views expressed in the
above referenced testimony.

A.
Please see FPL's reponse to Staff's Ninth Request for Production of Documents No. 61.
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