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Division of the Commission Clerk and Administrative Services :
Florida Public Service Commission

4075 Esplanade Way, Room 110

Oll34o-gr
Tallahassee, Florida 32399-0850

Re:  Application of Florida Power & Light Company For Authority
To Issue And Sell Securities During the Calendar Year 2002
Pursuant To Section 366.04, Florida Statutes, And Chapter 25-8,
Florida Administrative Code

Dear Ms. Bayo:

Enclosed for filing on behalf of Florida Power & Light Company are the original and five
(5) copies of the Application of Florida Power & Light Company For Authority to Issue and Sell
Securities. A separate copy of the filing has been sent to the Office of Public Counsel.

Also enclosed to assist in processing this Application are five (5) copies of a proposed
Notice for the Florida Administrative Weekly. The date for final Commission action has been

left blank in the proposed Notice; it is the hope of Florida Power & Light Company that the
Application can be addressed at the November 6, 2001 Agenda Conference.

If you or your Staff have any questions regarding this filing, please contact me.

Very truly yours,

iy 4.

Charles A. Gyvton
Enclosure

cc: Jack Shreve, Esq. RECENVED & FILED
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DocKET No.

FLORIDA PuBLIC SERVICE COMMISSION
Tallahassee, Florida

APPLICATION OF

FLORIDA POWER & LIGHT COMPANY
FOR AUTHORITY TO ISSUE AND SELL SECURITIES
PURSUANT TO SECTION 366.04, FLORIDA STATUTES,

AND CHAPTER 25-8, FLORIDA ADMINISTRATIVE CODE

Address communications in connection with this Application to:

Paul . Cutler Dennis P. Coyle William G. Walker, Il
Assistant Treasurer and Assistant Secretary Genera! Counsel and Secretary Vice President, Regulatory Affairs
Florida Power & Light Company Florida Power & Light Company Florida Power & Light Company
700 Universe Boulevard 700 Universe Boulevard 215 S. Monroe Street, Suite 810
P.O. Box 14000 P.O. Box 14000 Tallahasee, Florida 32301
Juno Beach, Flonda 33408 Juno Beach, Florida 33408 Telephone (850) 521-3910
Telephone (561) 694-6204 Telephone (561) 694-4644

The date of this Application is October 5, 2001 BOCUMENT NUMRFR - DATF
12686 0cT-55

FPSC-COMMISSIOH CLERK



APPLICATION OF
FLORIDA POWER & LIGHT COMPANY
FOR AUTHORITY TO ISSUE AND SELL SECURITIES
PURSUANT TO SECTION 366.04, FLORIDA STATUTES,
AND CHAPTER 25-8, FLORIDA ADMINISTRATIVE CODE

A. Applicability.
This Application is filed in accordance with Section 366.04, Florida Statutes, and Chapter 25-8,

Florida Administrative Code.

B. Contents of Application.

1. Name and Principal Business Office Address.

Florida Power & Light Company (FPL)
700 Universe Boulevard

P.O. Box 14000

Juno Beach, Florida 33408

2. State and Date Incorporated.

- State of Florida — December 28, 1925
- Also qualified to do business in the State of Georgia

3. Persons Authorized to Receive Notices and Communications.

Paul I. Cutler Dennis P. Coyle William G. Walker, Ill

Assistant Treasurer and Assistant Secretary General Counsel and Secretary Vice President, Regulatory Affairs
Florida Power & Light Company Florida Power & Light Company Florida Power & Light Company
700 Universe Boulevard 700 Universe Boulevard 215 S. Monroe Street, Suite 810
P.O Box 14000 P.O. Box 14000 Tallahassee, Florida 32301

Juno Beach, Florida 33408 Juno Beach, Florida 33408 Telephone (850) 521-3910
Telephone (561) 694-6204 Telephone {561) 694-4644

4, Capital Stock and Funded Debt.

4(a)(b)(c) Information responsive to description, amount authorized and amount outstanding: These
items are contained in Exhibit C "Statement of Capital Stock and Debt — June 30, 2001."

4(d) The amount held as reacquired securities: At June 30, 2001, FPL held 120,000 shares of its
6.84% Preferred Stock, Series Q, $100 par value; 500,000 shares of its 8.625% Preferred Stock, Series R,
$100 par value; 600,000 shares of its 7.28% Preferred Stock, Series F, $100 par value; 400,000 shares of its
7.40% Preferred Stock, Series G, $100 par value; and 5,000,000 shares of its $2.00 No Par Preferred Stock,

Series A, as reacquired securities resulting from the redemption or reacquisition without cancellation of such
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shares. The Restated Articles of incorporation of FPL, as amended, prohibit the re-issuance of shares of
Preferred Stock after their redemption.

4(e) The amount pledged by applicant: The pollution control, solid waste disposal, and industrial
development first mortgage bonds, in aggregate principal amount of $24,315,000 as of June 30, 2001, have
been pledged as security for the payment of principal and interest on private activity bonds issued by political
subdivisions of the State of Florida on behalf of FPL.

As of June 30, 2001, FPL is the obligor on $608,955,000 aggregate principal amount of
outstanding unsecured variable rate pollution control revenue bonds, solid waste disposal revenue bonds,
and industrial development revenue bonds issued by certain political subdivisions of the State of Florida
which presently pay interest at a variable rate. The cumulative proceeds from the issuance of $634,140,000
aggregate principal amount of variable rate bonds have been used to redeem an equal amount of fixed rate
pollution control revenue bonds, solid waste disposal revenue bonds, and industrial development revenue
bonds, and FPL's first mortgage bonds pledged as security for the redeemed fixed rate bonds were released.
FPL has the option to cause the interest on the variable rate bonds to be paid at a fixed rate. If FPL
exercises this option, FPL will be required to pledge an equal aggregate principal amount of its first mortgage
bonds as security for the payment of principal and interest on such fixed rate bonds.

4(f) The amount owned by affiliated corporations: All of the common stock of FPL is owned by FPL
Group, Inc.

4(g) The amount held in any fund: None.

5. Proposed Transactions. FPL seeks authority to issue and sell and/or exchange any combination

of the long-term debt and equity securities described below and/or to assume liabilities or obligations as
guarantor, endorser or surety in an aggregate amount not to exceed $3.3 billion during calendar year 2002.
FPL also seeks permission to enter into forward refunding or forward swap contracts during calendar year
2002. In conjunction with these forward contracts, FPL seeks permission to issue and sell up to $5.4 million
of securities through December 31, 2002, which FPL would commit to deliver under these forward contracts.
In addition, FPL seeks permission to issue and sell short-term securities during the calendar years 2002 and

2003 in an amount or amounts such that the aggregate principal amount of short-term securities outstanding



at the time of any such sale will not exceed 25% of FPL's gross revenues during the preceding twelve
months of operation.

The long-term debt securities may include first mortgage bonds, medium-term notes, extendible
commercial notes, debentures, convertible or exchangeable debentures, notes, convertible or exchangeable
notes, or other straight debt or hybrid debt securities, whether secured or unsecured, including renewals and
extensions thereof, with maturities ranging from one to one-hundred years. FPL may enter into options,
rights, interest rate swaps or other derivative instruments. FPL may also enter into installment purchase and
security agreements, loan agreements, or other arrangements with political subdivisions of the States of
Florida or Georgia or pledge debt securities or issue guarantees in connection with such political
subdivisions' issuance, for the ultimate benefit of FPL, of pollution control revenue bonds, solid waste
disposal revenue bonds, industrial development revenue bonds, variable rate demand notes or other "private
activity bonds"” with maturities ranging from one to forty years, bond anticipation notes or commercial paper.
Such obligations may or may not bear interest exempt from federal tax.

Contemplated to be included as long-term or short-term debt securities, as appropriate are
borrowings from banks and other lenders under the Company’s credit facilities, as those may be entered into
and amended from time to time. The Company is currently negotiating a new 3-year revolving credit facility
and a new 364-day revolving credit facility with banks and other lenders. The aggregate principal amount at
any one time outstanding under each facility will not exceed $500 million. Borrowings under both facilities will
be available for general corporate purposes, including support of the Company’s commercial paper program
and to provide support for the Company’s self-insurance program covering its transmission and distribution
facilities. The 364-day revolving credit facility will be renewable annually at the discretion of the lenders and
will permit the Company, under certain conditions, to repay any balance outstanding under such facility one
year following the expiration of such 364-day period (or any renewal).

The equity securities may include common stock, preferred stock, preference stock, convertible
preferred or preference stock, or warrants, options or rights to acquire such securities, or other equity

securities, with such par values, terms and conditions and relative rights and preferences as deemed



appropriate by FPL and as are permitted by its Restated Articles of Incorporation, as amended and as they
may be amended from time to time.

FPL may also enter into preferred securities financings, whereby FPL would establish and make
an equity investment in a special purpose limited partnership, limited liability company, or other entity. FPL,
or a wholly-owned subsidiary of FPL, would act as the general partner or managing member of the entity.
The entity would offer preferred securities to the public and lend the proceeds to FPL. FPL would issue debt
securities to the entity equal to the aggregate of its equity investment and the amount of preferred securities
borrowed. FPL may also guarantee, among other things, the distributions to be paid by the affiliated entity to
the preferred securities holders.

The exchange of FPL's securities may be by way of an exchange of a security of FPL for another
security or securities of FPL or of one of its subsidiaries or affiliates, or the exchange of a security of FPL or
of one of its subsidiaries or affiliates for the security or securities of another entity.

The manner of issuance and sale and/or exchange of securities will be dependent upon the type
of security being offered, the type of transaction in which the securities are being issued and sold and/or
exchanged and market conditions at the time of the issuance and sale and/or exchange.

The short-term securities will have maturities of not more than twelve months and may be secured
or unsecured. The Securities and Exchange Commission has heretofore indicated through a “no-action” letter
that FPL may issue and sell commercial paper without compliance with the registration requirements of the
Securities Act of 1933, as amended, subject to certain conditions, including that FPL may have commercial
paper borrowings outstanding up to an amount not to exceed 25% of FPL's gross revenues during the
preceding twelve months of operation. For the twelve months ended June 30, 2001, 25% of FPL's gross
revenues was $1.8 billion.

The interest rate that FPL could pay on debt securities will vary depending on the type of debt
instruments and the terms thereof, including specifically the length of maturity as well as market conditions.
On October 2, 2001 a new issue of 30-year first mortgage bonds of FPL would have carried a yield to

maturity of about 7.10%. The dividend rate for preferred or preference stock is similarly affected by the terms



of the offering. On October 2, 2001 a new issue of tax deductible preferred stock of FPL would have carried
a dividend yield of about 7.90%.

In addition, FPL may from time to time enter into nuclear fuel leases, issue instruments of
guaranty, collateralize debt and other obligations, issue other securities, and arrange for the issuance of
letters of credit and guaranties, in any such case to be issued (i) by FPL or by one or more of its subsidiaries
or affiliates for the benefit of FPL’s utility operations, (ii) by non-affiliates (including employees) in connection
with FPL's utility operations, (iii} by FPL or by or on behalf of one or more of its subsidiaries or affiliates in
connection with FPL customers’ installations of energy efficiency measures, and/or (iv) in connection with
other financings by FPL or on its behalf. To the extent that FPL enters into nuclear fuel leases, issues
instruments of guaranty, collateralizes debt or other obligations, issues other securities or arranges for the
issuance of letters of credit or guaranties by FPL or by or on behalf of one or more of its subsidiaries,
affiliates or non-affiliates to benefit its utility operations, FPL will clearly demonstrate such benefits.

FPL will file a consummation report with the Florida Public Service Commission (the Commission)
in compliance with Rule 25-8.009, Florida Administrative Code, within 90 days after the end of any fiscal year
in which it issues securities.

6. Purposes of Issues. The net proceeds to be received from the issuance and sale and/or

exchange of the additional long-term debt and equity securities (with the exception of the proceeds of the
issuance and sale of any pollution control revenue bonds, solid waste disposal revenue bonds, industrial
development revenue bonds, variable rate demand notes or other "private activity bonds" or similar securities
which will be used for specific purposes) will be added to FPL's general funds and will be used to provide
additional electric facilities; to reacquire, by redemption, purchase, exchange or ctherwise, any of its
outstanding debt securities or equity securities; to repay all or a portion of any maturing long-term debt
obligations; to satisfy FPL's obligations under the nuclear fuel leases; to repay all or a portion of short-term
bank borrowings and commercial paper outstanding at the time of such transactions; and/or for other
corporate purposes. Excess proceeds, if any, will be temporarily invested in short-term instruments pending
their application to the foregoing purposes. During the period 2002-2003, $170 million of FPL's fong-term

debt will mature.



FPL maintains a continuous construction program, principally for electric generation, trans mission
and distribution facilities. FPL estimates that construction expenditures under its 2002-2003 construction
program will approximate $2.1 billion (see Exhibit B). There is no Allowance for Funds Used During
Construction (AFUDC) assumed in the construction expenditures forecast for the 2002-2003 period.
Construction expenditures in the 2002-2003 period (see Exhibit B) include projects that may require a
determination of need. The most recent Ten Year Site Plan filed with the Florida Public Service Commission
shows the addition of new generating units at the Martin plant and at the Midway substation. The proposed
new units, Martin 5, Martin 6, and Midway, are each 547 megawatt gas fired steam generating units. A more
detailed description of these projects can be found in the Ten Year Site plan on file with the Commission.
Construction expenditures for Martin Unit 5 and Midway are anticipated to begin in 2002. The estimated
construction cost is $259 million for each unit. Construction expenditures for Martin Unit 6 are anticipated to
begin in 2003. The estimated construction cost is $271 million. These planned projects are subject to
requests for proposal and may not actually be constructed.

Under future market conditions, the interest rate on new issue long-term debt or the dividend rate
on new issue preferred or preference stock of FPL may be such that it becomes economically attractive to
reacquire a portion or all of certain of its long-term debt securities or equity securities, providing an
opportunity for FPL to reduce interest or dividend expense even after accounting for such other
considerations as the (i) reacquisition premium, (ii) other associated reacquisition expenses and (iii) related
income tax effects. This reduction would be beneficial to FPL's customers and, with proper regulatory
treatment, would not be detrimentati to FPL's shareholder. Other important considerations in making such a
decision would include an assessment of anticipated future interest and dividend rates and FPL's ability to
raise enough new capital to finance its construction program while concurrently pursuing any refinancing
opportunities.

The forward refunding contracts would be for the purpose of refunding up to $5.4 million of
pollution control revenue bonds which were issued on FPL's behalf and which become callable in May 2002.
These 6.7% pollution control revenue bonds due May 2027 are collateralized by FPL first mortgage bonds

which are more fully described in Exhibit C under the category of First Mortgage Bonds - Pollution Control,



Solid Waste Disposal, and Industrial Development Revenue Bonds. Under federal tax law, poliution control
revenue bonds cannot be refunded with tax-exempt bonds issued more than 90 days prior to the redemption
or retirement of the outstanding issue. However, through a forward refunding contract, FPL could lock-in
prevailing tax-exempt fixed rates for refunding pollution control revenue bonds which would be issued 90
days prior to the first call date of the outstanding issue. Alternatively, FPL could enter into a forward swap
contract, to become effective on the first call date of the outstanding issue, to lock-in prevailing tax-exempt
fixed rates. Under future market conditions, it may be economical to enter into forward refunding or forward
swap contracts, and any anticipated savings generated by such forward transactions would be spread over
the combined life of the outstanding bonds and the refunding bonds starting with the executicn of the forward
contract.

FPL's nuclear fuel leases obligate FPL to purchase portions of the nuclear fuel from the non-
affiliated lessor company (the Fuel Company) at the net investment value of such fuel, if required to enable
the Fuel Company to pay maturing notes or other borrowings. Also, upon the occurrence of certain events
which constitute a default by FPL under such nuclear fuel leases or give rise to termination of such fuel
leases, FPL may be required to purchase all of the Fuel Company's interest in such leased nuclear fuel at a
purchase price equal to (i) the net investment value of such fuel, plus (ii) such additional amounts as are
sufficient to enable the Fuel Company to retire all of its debt obligations and any other charges or fees under
the appropriate financing agreements which correspond to such fuel leases and to which the Fuel Company
is a party. As of June 30, 2001, the net investment value of the nuclear fuel outstanding under both nuclear
fuel leases was approximately $136 million, and FPL estimates that if it had been required to repurchase all
of the outstanding nuclear fuel on such date, the cumulative lease termination payment would have been
approximately $118 million.

FPL presently has an affifiate which promotes the installation of energy efficiency measures by
contracting with customers to guarantee the anticipated energy savings. To facilitate FPL's customers’
installations of energy efficiency measures, FPL may issue instruments of guaranty, collateralize debt or

other obligations, issue other securities, or arrange for the issuance of letters of credit or guaranties to



promote energy efficiency savings contracted for by FPL or FPL subsidiaries or affiliates with FPL
customers.

The short-term securities are to provide funds to temporarily finance portions of FPL's construction
program and capital commitments and for other corporate purposes. Significant parts of FPL's construction
program may temporarily be financed through the sale of short-term securities from time to time. Also,
during the 2002-2003 period, FPL may need short-term financing capabilities for seasonal fuel requirements,
for contingency financing such as fuel adjustment underrecoveries or storm restoration costs, and for the
temporary funding of maturing or called long-term debt securities.

7.  Facts Supporting Legality, Necessity or Appropriateness. in addition to the reasons shown under

"Purposes of Issues”, the proposed issues are consistent with the proper performance by FPL of service as a
public utility, will enabie and permit FPL to perform that service, and are necessary and appropriate for such
purpose and other corporate purposes.

8. Name and Address of Counsel Passing upon the Legality of the Proposed Issues:

Steel Hector & Davis LLP

1900 Phillips Point West

777 South Flagler Drive

West Palm Beach, Florida 33401-6198
Attention: Jeffrey I. Mullens, P.A.

9.  Other State or Federal Regulatory Body. If required, a Registration Statement with respect to

each public sale of securities hereunder subject to the Securities Act of 1933, as amended, will be filed with
the Securities and Exchange Commission, Judiciary Plaza, 450 Fifth Street, N.W., Washington, D.C. 20549.
In addition, certain state securities or "blue sky" laws may require the filing of consents to service of process
or other documents with applicable state securities commissions.

10. Control or Ownership. There is no measure of control or ownership exercised by or over FPL

by any other public utility. FPL is a wholly-owned subsidiary of FPL Group, Inc., a holding company which
is exempt from regulation under the Public Utility Holding Company Act of 1935, as amended, except for

that section which regulates the acquisition of securities of public utility companies.



11. Exhibits.

Exhibit Number

*  A(6) Annual Report on Form 10-K/A for the fiscal year ended December 31, 2000 and
Form 10-Q for the quarter ended June 30, 2001.

B 2002 and 2003 Sources and Uses of Funds Forecast and Construction Budget for Gross
Property Additions.

C Statement of Capital Stock and Debt as of June 30, 2001.

As permitted by Rule 25-8.003(1}(a)(6), Florida Administrative Code, FPL is satisfying the requirements
for Schedules A(1) through A(5) by submitting its Annual Report on Form 10-K/A for the fiscal year
ended December 31, 2000 and Form 10-Q for the quarter ended June 30, 2001 in conjunction with this
Application.



SIGNATURE
Pursuant to the provisions of Section 366.04, Florida Statutes and Chapter 25-8, Florida Administrative
Code, Florida Power & Light Company has caused its duly authorized officer to execute this Application on
this 5th day of October, 2001.

Florida Power & Light Company

By: >y
utler

PaulY’
Assistant Treasurer and Assistant Secretary
700 Universe Boulevard
P.O. Box 14000
Juno Beach, Florida 33408

ATTORNEYS FOR APPLICANT:

Steel Hector & Davis LLP

By:
CharlesgfA. Guyton
Suite 601
215 South Monroe Street
Tallahassee, Florida 32301
(850) 222-2300
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STATE OF FLORIDA

COUNTY OF PALM BEACH

I, Paul I. Cutler, Assistant Treasurer and Assistant Secretary of Florida Power & Light
Company, hereby certify that Exhibits A, B and C attached to the Application of Florida Power
& Light Company For Authority To Issue And Sell Securities Pursuant To Section 366.04,

Florida Statutes, And Chapter 25-8, Florida Administrative Code are true and correct copies.

Paul I. aé;er

Sworn to and subscribed before me this 3rd day of October, 2001, by Paul 1. Cutler.

~

\ Anita Kabana M
%*w Commission CC896435 M ‘7? ‘
Yy Expires March 29, 2004 Anita Kabana

Notary Public — State of Florida

Personally know _x_ or Produced Identification __
Type of Identification Produced

40243-1
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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-K/A

[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2000
OR

[ 1 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

Commission Exact name of Registrants as spectfied in their charters, address of IRS Employer

File Number principai executive offices and Registrants’ telephone number Identification Number
1-8841 FPL GROUP, INC. 59-2449419
1-3545 FLORIDA POWER & LIGHT COMPANY 59-0247775

700 Universe Boulevard
Juno Beach, Florida 33408
(561) 694-4000

State or other jurisdiction of incorporation or organization: Florida

Name of exchange

on which reqistered
Securities registered pursuant to Section 12(b) of the Act:

FPL Group, Inc.: Common Stock, $0.01 Par Value and Preferred Share Purchase Rights New York Stock Exchange
Florida Power & Light Company: None

Securities registered pursuant to Section 12(g) of the Act:
FPL Group, Inc.: None
Florida Power & Light Company: Preferred Stock, $100 Par Value

Inaicate Dy Check mark wneiner me registrants (1) nave fiead ail reports required to be tilea by Section 13 or 15(d) of the Secunties Exchange Act of 1934 during the
preceding 12 months and (2) have been subject to such filing requirements for the past 90 days Yes X  No _

Indicate by check mark if disclesure of delinquent filers pursuant to ltem 405 of Regulation S-K is not contained heren, and will not be contained, o the best of
Registrants’ knowledge in definitive proxy or information statements incorporated by reference in Part Iil of this Form 10-K or any amendment to this Form 10-K. [ }

Aggregate market value of the voting stock of FPL Group, Inc. held by non-affiliates as of January 31, 2001 (pased on the clesing market price on the Composite
Tape on January 31, 2001) was $10,180,979,540 (determined by subtracting from the number of shares outstanding on that date the number of shares held by
directors and officers of FPL Group, Inc)

There was no voting stock of Florida Power & Light Company held by non-affilates as of January 31, 2001

The number of shares outstanding of each class of FPL Group, Inc common stock, as of the latest practicable date: Common Stock, $0 01 Par Value, outstanding
at January 31, 2001 175,819,435 shares

As of January 31, 2001, there were issued and outstanding 1,000 shares of Flonda Power & Light Company’s common stock, without par value, all of which were
held, benehcially and of record, by FPL Group, Inc

DOCUMENTS INCORPORATED BY REFERENCE

Portions of FPL Group, Inc 's Proxy Statement for the 2001 Annual Meeting of Shareholders are incorporated by reference in Part Il hereot

This combined Form 10-K/A represents separate filings by FPL Group, Inc. and Flonda Power & Light Company. tnformation
contained herein relating to an individual registrant is filed by that registrant on its own behalf. Flonda Power & Light
Company makes no representations as to the information relating to FPL Group, Inc.’s other operations.



DEFINITIONS

Acronyms and defined terms used in the text include the following:

Term

capacity clause
CMP
charter

Coalition
conservation clause
DOE

EMF

EMT

Entergy
environmental clause
FAS

FDEP

FERC

FIPUG

FGT

FMPA

FPL

FPL Energy

FPL FiberNet

FPL Group

FPL Group Capital
FPSC

fuel clause
Gridrlorida

Holding Company AcCt
IBEW

JEA

kv

kwh

Management's Discussion

mortgage

mw
Note
NRC

Nuclear waste Policy Act

0&M expenses

PMI

Public Counsel

PURPA

qualifying facilities

Reform Act
ROE

RTOS
SIRPP

Meaning
Capacity cost recovery clause
Central Maine Power Company

rRestated Articles of Incorporation, as amended,
the case may be

The coalition for Equitable Rates

Energy conservation cost recovery clause

U.S. Department of Energy

Electric and magnetic fields

Energy Marketing & Trading

Entergy Carporation

Environmental compliance cost recovery clause
Financial Accounting Standards No.

Florida Department of Environmental Protection
Federal Energy Regulatory Commission

The Florida Industrial Power Users Group
Florida Gas Transmission Company

Florida Municipal Power Agency

Florida Power & Light Company

FPL Energy, LLC

FPL FiberNet, LLC

FPL Group, Inc.

FPL Group Capital Inc

Florida Public Service Commission

Fuel and purchased power cost recovery clause
GridFlorida LLC

Public uUtility Holding Company Act of 1935, as amended
International Brotherhood of Electrical workers
Jacksonville Electric Authority

Kilovolt

Kilowatt-hour

Item 7. Management's Discussion and Analysis of Financial Condition
and Results of Operations

FPL's Mortgage and Deed of Trust dated as of anuary 1, 1944, as
supplemented and amended

Megawatt(s)

Note ___ to Consolidated Financial Statements
U.S. Nuclear Regulatory Commission

Nuclear waste Policy Act of 1982

Other operations and maintenance expenses in the Consolidated
Statements of Income

FPL Energy Power Marketing, Inc.
state of Florida office of Public Counsel
Public Utility Regulatory Policies act of 1978, as amended

Non-utility power production facilities meetwng the requirements of a
qualifying facility under the PURPA

Private Securities Litigation Reform Act of 1995
Return on common equity

Regional transmission organijzations

St. Johns River Power Park

of FPL Group or FpL,

as
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SAFE HARBOR STATEMENT UNDER THE PRIVATE SECURITIES LITIGATION REFORM ACT OF 1995

In connection with the safe harbor provisions of the Reform Act, FPL Group and FPL (collectively, the Company) are hereby
filing cautionary statements identifying important factors that could cause the Company’s actual results to differ materially
from those projected in forward-looking statements (as such term is defined in the Reform Act) made by or on behalf of the
Company which are made in this combined Form 10-K/A, in presentations, in response to questions or otherwise. Any
statements that express, or involve discussions as to expectations, beliefs, plans, objectives, assumptions or future events or
performance (often, but not always, through the use of words or phrases such as will likely result, are expected to, will
continue, is anticipated, estimated, projection, outlook) are not statements of historical facts and may be forward-looking.

Forward-looking statements invoive estimates, assumptions and uncertainties. Accordingly, any such statements are
qualified in their entirety by reference to, and are accompanied by, the following important factors that couid cause the
Company’s actual results to differ materially from those contained in forward-looking statements made by or on behalf of the

Company.

Any forward-looking statement speaks only as of the date on which such statement is made, and the Company undertakes no
obligation to update any forward-looking statement to reflect events or circumstances after the date on which such statement
is made or to reflect the occurrence of unanticipated events. New factors emerge from time to time and it is not possible for
management to predict all of such factors, nor can it assess the impact of each such factor on the business or the extent to
which any factor, or combination of factors, may cause actual results to differ materially from those contained in any forward-

looking statement.

Some important factors that could cause actual results or outcomes to differ matenally from those discussed in the forward-
tooking statements include changes in laws or regulations, changing governmental policies and regulatory actions, including
those of the FERC, the FPSC, the PURPA, the Holding Company Act and the NRC, with respect to allowed rates of return
including but not limited to ROE and equity ratio limits, industry and rate structure, operation of nuclear power facilities,
acquisition, disposal, depreciation and amortization of assets and facilities, operation and construction of plant facilities,
recovery of fuel and purchased power costs, decommissioning costs, and present or prospective wholesale and retail
competition (including but not limited to retail wheeling and transmission costs).

The business and profitability of the Company are also influenced by economic and geographic factors including political and
economic risks, changes in and compliance with environmental and safety laws and policies, weather conditions (including
natura! disasters such as hurricanes), population growth rates and demaographic patterns, competition for retail and wholesale
customers, availability, pricing and transportation of fuel and other energy commodities, market demand for energy from
plants or facilities, changes in tax rates or policies or in rates of inflation or in accounting standards, unanticipated delays or
changes in costs for capital projects, unanticipated changes in operating expenses and capital expenditures, capital market
conditions, competition for new energy development opportunities and legal and administrative proceedings {whether civil,
such as environmental, or criminal) and settlements.

All such factors are difficuit to predict, contain uncertainties which may materially affect actual results, and are beyond the
control of the Company.



Item 1. Business
FPL GROUP

FPL Group Is a public utility holding company, as defined in the Holding Ccmpany Act. It was incorporated in 1984 under the
jaws of Florida. FPL Group’s principal subsidiary, FPL, is engaged in the generation, transmission, distribution and sale of
electric energy. FPL Group Capital, a wholly-owned subsidiary of FPL Group, holds the capital stock and provides funding for
the operating subsidiaries other than FPL. The business activities of these operating subsidiaries primarily consist of FPL
Energy's independent power projects. For financial information regarding segments, see Note 14. At December 31, 2000,
FPL Group and its subsidiaries employed 10,852 persons.

FPL Group is exempt from substantially all of the provisions of the Holding Company Act on the basis that FPL Group's and
FPL's businesses are predominantly intrastate in character and carried on substantially in a single state in which both are
incorporated.

in July 2000, FPL Group and Entergy announced a proposed merger, which was approved by the shareholders of the
respective companies in December 2000. Subsequently, a number of factors led FPL Group to conclude the merger would
not achieve the synergies or create the shareholder value originally contemplated when the merger was announced. As a
result, on April 1, 2001, FPL Group and Entergy mutually terminated the merger agreement. For additional information
concerning the merger, see Note 2.

FPL OPERATIONS

General. FPL was incorporated under the laws of Florida in 1925 and is a wholly-owned subsidiary of FPL Group. FPL
supplies electric service throughout most of the east and lower west coasts of Florida with a population of more than seven
million. During 2000, FPL served approximately 3.8 million customer accounts. Operating revenues were as follows:

Years Ended December 31,

2000 1999 1998
(millions)
Residential ..... oo iviiiiiiiiiiiien, §$3,504  $3,357 $3,580
commercial ... . 2,299 2,226 2,239
INAUSEEIAT - oo e i emeeaaeygananeannnn 181 190 197
other, including the provisien for
retail rate refund and the net
change in unbilled revenues ........ 377 284 350
i 36,057 36,366

Regulation. The retal operations of FPL provided approximately 99% of FPL's operating revenues for 2000. Such
operations are regulated by the FPSC which has jurisdiction over retail rates, service territory, issuances of securities,
planning, siting and construction of facilities and other matters. FPL is also subject 1o regulation by the FERC in various
respects, including the acquisition and disposition of facilities, interchange and transmission services and wholesate
purchases and sales of eleciric energy.

FPL's nuclear power plants are subject to the jurisdiction of the NRC. NRC reguiations govern the granting of licenses for the
construction and operation of nuclear power plants and subject such power plants to continuing review and regulation.

Federal, state and local environmentai laws and regulations cover air and water quality, land use, power piant and
transmission line siting, EMF from power lines and substations, noise and aesthetics, solid waste and other environmental
matters. Compliance with these laws and regulations increases the cost of electric service by requiring, among other things,
changes in the design and operation of existing facilities and changes or delays in the location, design, construction and
operation of new facilities. See ltem 3. Legal Proceedings. Capital expenditures required to comply with environmental laws
and regulations for 2001-03 are included in FPL's projected capital expenditures set forth in item 1. Business - FPL
Operations - Capital Expenditures and are not material.

FPL currently holds 172 franchise agreements with varying expiration dates to provide electric service in various
municipalities and counties in Florida. FPL considers its franchises to be adequate for the conduct of its business.

Retail Ratemaking. The underlying concept of utility ratemaking is to set rates at a level that allows the utility the opportunity
to collect from customers total revenues (revenue requirements) equal to its cost of providing service, including a reasonable
rate of return on invested capital. To accomplish this, the FPSC uses various ratemaking mechanisms.

The basic costs of providing electric service, other than fuel and certain other costs, are recovered through base rates, which
are designed to recover the costs of constructing, operating and maintaining the utihty system. These basic costs include
O&M expenses, depreciation and taxes, as well as a return on FPL's investment in assets used and useful in providing
electric service (rate base). The rate of return on rate base approximates FPL's weighted cost of capital, which includes its
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costs for debt and preferred stock and an allowed ROE. The FPSC monitors FPL's ROE through a surveillance report that is
filed monthly by FPL with the FPSC. The FPSC does not provide assurance that the allowed ROE will be achieved. Base
rates are determined in rate proceedings which occur at irregular intervals at the initiative of FPL, the FPSC, Public Counsel
or a substantially affected party.

FPL’s last full rate proceeding was in 1984. In 1999, the FPSC approved a three-year agreement among FPL, Pubiic Counsel,
FIPUG and Ceoalition regarding FPL's retail base rates, authorized regulatory ROE, capital structure and other matters. The
agreement, which became effective April 15, 1999, provides for a $350 millicn reduction in annual revenues from retail base
operations allocated to all customers on a cents-per-kilowatt-hour basis. Additionally, the agreement sets forth a revenue sharing
mechanism for each of the twelve month periods covered by the agreement, whereby revenues from retail base operations in
excess of a stated threshold are required to be shared on the basis of two-thirds refunded to retail customers and one-third
retained by FPL. Revenues from retail base cperations in excess of a second threshold are required to be refunded 100% to
retail customers.

The refund thresholds are as follows:
Twelve Months Ended

April 14,
2000 2001 2002
(millions)
66 2/3% 1O CUSTOMETS \uivnvirianisasennnnns $3,400 $3,450 $3,500
100% TO CUSTOMELS «evvenevneronnnenesnnnns 33,556 $3,606 $3,656

The agreement allows for special depreciation of up to $100 million, at FPL's discretion, in each year of the three-year agreement
period to be applied to nuclear and/or fossil generating assets. This new depreciation program reptaced a revenue-based special
amontization program. See Note 1 — Revenue and Rates and Electric Plant, Depreciation and Amortization.

The agreement also fowered FPL's authorized regulatory ROE range to 10% - 12%. During the term of the agreement, the
achieved ROE may from time to time be outside the authorized range, and the revenue sharing mechanism described above is
specified to be the appropriate and exclusive mechanism to address that circumstance. For purposes of calculating ROE, the
agreement establishes a cap on FPL's adjusted equity ratio of 55.83%. The adjusted equity ratio reflects a discounted amount
for off-balance sheet obligations under certain long-term purchased power contracts. Finally, included in the agreement are
provisions which limit depreciation rates and accruals for nuclear decommissioning and fossil dismantlement costs to currently
approved levels and limit amounts recoverable under the environmental clause during the term of the agreement.

The agreement states that Public Counsel, FIPUG and Coalition will neither seek nor support any additional base rate
reductions during the three-year term of the agreement unless such reduction is initiated by FPL. Further, FPL agreed to not
petition for any base rate increases that would take effect dunng the term of the agreement.

Fuel costs are recovered through levelized charges per kwh established pursuant to the fuel clause and totaled $2.0 billion in
2000. These charges are calculated annually based on estimated fuel costs and estimated customer usage for the following
year, plus or minus a true-up adjustment to reflect the variance of actual costs and usage from the estimates used in setting
the fuel adjustment charges for prior periods. An adjustment to the levelized charges may be approved during the course of a
year to reflect a projected variance based on actual costs and usage. Due to higher than projected oil and natural gas prices
in 2000, the FPSC approved higher per kwh charges effective June 15, 2000. Later in the year, the FPSC approved FPL's
annual fuel filing for 2001, which included an estimate of under-recovered fuel costs in 2000 of $518 million. FPL will recover
the $518 million over a two-year period beginning January 2001, rather than the typical one-year time frame. FPL has also
agreed that instead of receiving a return at the commercial paper rate on this unrecovered portion through the fuel clause, the
under-recovery will be included as a rate base regulatory asset over the two-year recovery period. Actual under-recovered
fuel costs through December 31, 2000 exceeded the estimates made earlier in the year by $78 million, and in February 2001,
FPL requested the FPSC to approve a fuel adjustment increase effective Apnl 2001 to recover the additional $78 million of
under-recovered fuel costs. See Note 1 — Regulation.

Capacity payments to other utilities and generating companies for purchased power are recovered through the capacity
clause and base rates. In 2000, $455 million was recovered through the capacity clause. Costs associated with
implementing energy conservation programs totaled $80 million in 2000 and are recovered through the conservation clause.
Costs of complying with federal, state and local environmental regulations enacted after April 1993 totaled $12 million in 2000
and are recovered through the environmental clause to the extent not included in base rates. The new rate agreement limits
recovery under this clause to $12.8 million in 2000 and $6.4 million in 2001, with no further amounts recoverable during the
remaining term of the agreement.

The FPSC has the authority to disallow recovery of costs that it considers excessive or imprudently incurred. Such costs may
include O&M expenses, the cost of replacing power lost when fossil and nuclear units are unavailable and costs associated
with the construction or acquisition of new facilities.
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Competition. The electric utility industry is facing increasing compelitive pressure. FPL currently faces competition from
other suppliers of electrical energy to wholesale customers and from aiternative energy sources and self-generation for other
customer groups, primarily industrial customers. In 2000, operating revenues from wholesale and industrial customers
combined represented approximately 4% of FPL’s total operating revenues. A number of potential merchant plants have
been announced in Florida over the past several years. Five of these announced merchant plants totaling 3,700 mw have
presented submissions to seek a determination of need to the FPSC. In March 1899, the FPSC approved one of the petitions
for a power plant to be constructed within FPL’s service territory. FPL, along with other Florida utilities, appealed the decision
to the Florida Supreme Court. In April 2000, the Florida Supreme Count upheld arguments by FPL and other Florida utilities and
ruled that under current Florida law the FPSC is not authorized to grant a determination of need for a proposed power plant, the
output of which is not fully committed to use by Florida retail customers. In March 2001, the United States Supreme Court
denied a petition for certiorari review by one of the petitioners.

Over half of the states, other than Florida, have enacted legislation or have state commissions that issued orders designed to
deregulate the production and sale of electricity. By allowing customers to choose their electricity supplier, deregulation is
expected to result in a shift from cost-based rales to market-based rates for energy production and other services provided to
retail customers. Similar initiatives are also being pursued on the federal level. Although the legisiation and initiatives vary
substantially, common areas of focus include when market-based pricing will be available for wholesale and retail customers,
what existing prudently incurred costs in excess of the market-based price will be recoverable and whether generation assets
should be separated from transmission, distribution and other assets. It is generally believed transmission and distribution
activities would remain regulated.

In 2000, the Governor of Florida signed an executive order creating the Energy 2020 Study Commission to propose an
energy plan and strategy for Florida. The order required that recommendations be made to the legislature and Governor by
December 1, 2001. The commission chose to split the energy study between wholesale and retail competiticn. In January
2001, the commission issued an interim report containing a proposal for restructuring Florida’s wholesale market for
electricity. The proposal recommends the removal of statutory barriers to entry for merchant plants and, according to the
report, provides a transition to a “level playing field” for all generating assets. Under the commission’s proposal, investor-
owned utilities such as FPL would establish, and transfer their generating assets to, affiliated exempt wholesale generators,
which would also construct and operate new generating assets. The investor-owned load-serving utilities, such as FPL,
would acquire energy resources through competitive bidding, negotiated contracts or from the short-term (spot) market.
Purchases from affiliated exempt wholesale generators would be pursuant to a competitive bidding process. The proposal
includes a number of features, including a three-year retail base rate freeze. The proposal may be addressed in the next
legislative session which takes place in March through May 200t. In addition, the FERC has jurisdiction over potential
changes which could affect competition in wholesale transactions. The commission will now consider recommendations for
the retail market.

In 1999, the FERC 1ssued its final order on RTOs. RTOs, under a variety of structures, provide for the independent operation
of transmission systems for a given geographic area. The final order establishes guidelines for public utilities to use in
considering and/or developing plans to initiate operations of RTOs by December 15, 2001. In October 2000, FPL, together
with Florida Power Corporation and Tampa Electric Company, filed a joint proposal to form a fully independent for-profit
transmission company that would be responsible for the transmission lines that cariy electricity from power plants primarily
within the state to substations in Florida. The October filing was supplemented by a December 2000 filing that provided
certain operational details of the proposed RTO.

Under the proposed form of RTO, FPL would contribute its transmission assets to an independent transmission company,
GridFlorida, that would own and operate the system. A separate corporation would be formed to own the voting interest in
and manage GridFlorida. In return for its transmission assets, FPL would receive a non-voting ownership interest in
GridFlorida, which could be exchanged for non-voting stock of the managing corporation. FPL would account for its interest
in GridFlorida using the equity method.

In the event the basis of regulation for some or all of FPL's business changes from cost-based regulation, existing regulatory
assets and liabilities would be written off unless regulators specify an alternative means of recovery or refund. Further, other
aspects of the business, such as generation assets and long-term power purchase commitments, would need to be reviewed
to assess their recoverability in a changed regulatory environment. See Management's Discussion - Results of Operations
and Note 1 - Regulation.

System Capability and Load. FPL's resources for serving summer load as of December 31, 2000 consisted of 19,069 mw,
of which 16,864 mw are from FPL-owned facilities (see ltem 2. Properties - Generating Facilities) and 2,205 mw are obtained
through purchased power contracts. See Note 13 - Contracts. FPL's reserve margin target is currently 15%. However, with
the FPSC's approval, FPL and two other Florida utilities voluntarily adopted a 20% reserve margin target to be achieved by
the summer of 2004.

The compounded annua! growth rate of retail kwh sales and number of retail customers was 3.4% and 2.1%, respectively, for
the three years ended December 31, 2000. W is anticipated that retail kwh sales will grow at a compounded annual rate of
approximately 3.7% for the next three years.
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Occasionally, unusually cold temperatures during the winter months result in significant increases in electricity usage for short
periods of time. However, customer usage and operating revenues are typically higher during the summer months largely
due to the prevalent use of air conditioning in FPL’s service territory. On January 5, 2001, FPL set an all-time record for
energy peak demand of 18,219 mw. Adequate resources were available at the time of the peak to meet customer demand.

FPL has begun construction to repower its two existing Fort Myers steam units and two of its three existing steam units at the
Sanford site. The repowering work at these sites is scheduled to be completed by the end of 2002. FPL wilt also add two
new gas-fired combustion turbines at each of its Martin site in 2001 and its Fort Myers site in 2003, and add new combustion
turbines and/or gas-fired combined cycle units from 2005-10. These actions, plus other changes to FPL's existing units and
purchased power contracts, are expected to increase FPL’s net generating capability by approximately 7,000 mw.

Capital Expenditures. FPL's capital expenditures totaled approximately $1.3 billion in 2000, $924 million in 1999 and $617
million in 1998. Capital expenditures for the 2001-03 period are expected to be $3.3 billion, including $1.1 billion in 2001.
This estimate is subject to continuing review and adjustment, and actual capital expenditures may vary from this estimate.
See Management's Discussion - Liquidity and Capital Resources.

Nuclear Operations. FPL owns and operates four nuclear units, two at Turkey Point and two at St. Lucie. The operating
licenses for Turkey Point Units Nos. 3 and 4 expire in 2012 and 2013, respectively. The operating licenses for St. Lucie Units
Nos. 1 and 2 expire in 2016 and 2023, respectively. FPL has informed the NRC of its intent to apply for a 20-year license
renewal for each of its four nuclear units. FPL filed the license extension application with the NRC for the Turkey Point units
in 2000 and expects to file in 2002 for the St. Lucie units. The nuclear units are periodically removed from service to
accommodate normal refueling and maintenance outages, repairs and certain other modifications. A condition of the
operating license for each unit requires an approved plan for decontamination and decommissioning. FPL's current pians
provide for prompt dismantlement of the Turkey Point Units Nos. 3 and 4 with decormmissioning activities commencing in
2012 and 2013, respectively. Current plans call for St. Lucie Unit No.1 to be mothballed beginning in 2016 with
decommissioning activities to be integrated with the prompt dismantlement of St. Lucie Unit No. 2 beginning in 2023. See
estimated cost data in Note 1 - Decommissioning and Dismantlement of Generating Plant.

Fuel. FPL's generating plants use a variety of fuels. See ltem 2. Properties - Generating Facilities and Note 13 - Contracts.
The diverse fuel options, along with purchased power, enable FPL to shift between sources of generation to achieve an
economical fuel mix.

FPL has four firm transportation contracts in place with FGT that together wilt satisfy substantially all of the anticipated needs
for natural gas transportation. The four existing contracts expire in 2005, 2015, 2021 and 2022, respectively, but each can be
extended at FPL's option. To the extent desirable, FPL can also purchase interruptible gas transportation service from FGT
based on pipeline availability. FPL has a long-term natural gas supply contract at market rates to provide a portion of FPL's
anticipated needs for natural gas. The remainder of FPL's gas requirements are purchased under other contracts and in the
spot market.

FPL has, through its joint ownership interest in SURPP Units Nos. 1 and 2, long-term coal supply and transportation contracts
for a portion of the fuel needs for those units. All of the transportation requirements and a portion of the fuel supply needs for
Scherer Unit No. 4 are covered by a series of annual and long-term contracts. The remaining fuel requirements will be
obtained in the spot market. FPL's oil requirements are obtained under short- and long-term contracts and in the spot market.

FPL leases nuclear fuel for all four of its nuclear units. Currently, FPL is storing spent fuel on site pending its removal by the
DOE. See Note 1 - Nuclear Fuel. Under the Nuclear Waste Policy Act, the DOE was required to construct permanent
disposal facilities and take title to and provide transportation and disposal for spent nuclear fuel by January 31, 1998 for a
specified fee based on current generation from nuclear power plants. Through December 2000, FPL has paid approximately
$425 million in such fees to the DOE's Nuclear Waste Fund. The DOE did not meet its statutory obligation for disposai of
spent nuclear fuel under the Nuclear Waste Policy Act. In 1997, a court ruled, in response to petitions filed by utilities, state
governments and utility commissions, that the DOE couid not assert a claim that its delay was unavoidable in any defense
against lawsuits by utilities seeking money damages arising out of the DOE's failure to perform its obligations. In 1998, FPL
filed a lawsuit against the DOE seeking damages caused by the DOE's failure to dispose of spent nuclear fuel from FPL’s
nuclear power plants. The matter is pending. In the interim, FPL is invesligating other alternatives to provide adequate
storage capacity for all of its spent nuclear fuel. Based on current projections, FPL will lose its ability to store spent fuel on
site for St. Lucie Unit No. 1 1n 2005 and for St. Lucie Unit No. 2 in 2007. FPL is pursuing twe approaches to expanding spent
fuel storage at St. Lucie: increase rack space in its existing spent fuel pools and/or develop the capability to store spent fuel
in dry storage containers. The dry storage containers would be either located at the St. Lucie plant or at a facility operated by
Private Fuel Storage, LLC (PFS) in Utah. PFS is a consortium of eight utiliies seeking to license, construct and operate an
independent spent fuel storage facility. FPL joined the consortium in May 2000. PFS has filed a license application with the
NRC and hearings on the application are ongoing

Energy Marketing and Trading. EMT, a division of FPL, buys and sells wholesale energy commodities, such as natural gas,
oll and electric power. EMT procures natural gas and oil for FPL’s use in power generation and sells excess gas and electric
power. EMT also uses financial instruments, such as futures and swaps, to manage the nsk associated with fluctuating
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commodity prices and increase the value of FPL’s power generation assets. Substantially all of the results of EMT’s activities
are passed through to customers in the fuel or capacity clauses.

Electric and Magnetic Fields. In recent years, public, scientific and regulalory attention has been focused on possible
adverse health effects of EMF. These fields are created whenever electricity flows through a power line or an appliance.
Several epidemiological (i.e., statistical) studies have suggested a linkage between EMF and certain types of cancer,
including childhood leukemia and adult lymphoma associated with occupational exposure; other studies have been
inconclusive, contradicted earlier studies or have shown no such linkage. Neither these epidemiofogical studies nor clinical
studies have produced any conclusive evidence that EMF does or does not cause adverse health effects. In 1999, the
National Institute of Environmental Health Sciences, as the culmination of a five-year federally supported research effort,
pronounced that the scientific support for an EMF-cancer link is marginal and concluded that the probability that EMF
exposure is truly a health hazard is small but cannot be completely discounted.

FPL is in compliance with the FDEP regulations regarding EMF levels within and at the edge of the rights of way for
transmission lines. Future changes in the FDEP reguiations couid require additional capital expenditures by FPL for such
things as increasing the right of way corridors or relocating or reconfiguring transmission facilities. it is not presently known
whether any such expenditures will be required.

Employees. FPL had 9,838 employees at December 31, 2000. Approximately 34% of the employees are represented by the
IBEW under a collective bargaining agreement with FPL that will expire October 31, 2004.

FPL ENERGY OPERATIONS

FPL Energy. FPL Energy, a wholly-owned subsidiary of FPL Group Capital, was formed in 1998 to aggregate FPL Group's
existing unregulated energy-related operations. FPL Energy's participation in the domestic energy market has evolved in
recent years from non-controlling equity investments to a more active role that includes ownership, development,
construction, management and operation of many projects. FPL Energy is actively involved in managing more than 82% of
its projects, which represents approximately 98% of the net generating capacity in which FPL Energy has an ownership
interest. This active role is expected to continue as opportunities in the unregulated generation market are pursued. As of
December 31, 2000, FPL Energy had ownership interests in operating independent power projects with a net generating
capacity of 4,110 mw. Generation capacity spans various regions thereby reducing seasonal volatility on a portfolio basis.

The percentage of capacity by region is 35% Northeast, 30% Central, 21% Mid-Atlantic and 14% West. Fuel sources for
these projects are 52% natural gas, 18% oil, 15% wind, 9% hydro and 6% other.

PMI, a subsidiary of FPL Energy, buys and sells wholesale energy commodities, such as natural gas, oil and electric power.
PMI procures natural gas and oil for FPL Energy’s use in power generation and sells excess gas and electric power. PMI aiso
uses financial instruments, such as futures and swaps, to manage the risk associated with fluctuating commodity prices and
increase the value of FPL. Energy’s power generation assets. The results of PMI’s activities are recognized in FPL Energy’s
operating resulis.

Currently, approximately 25% of FPL Energy's net generating capacity has qualifying facility status under the PURPA.
Qualifying faciiity eiectricity may be generated from hydropower, wind, soiar, geothermal, fossil fueis, biomass or waste-
product combustion. Utilities pay for qualifying facility electricity on the basis of each utility's avoided cost of power.
Qualifying facility status exempts the projects from the application of the Holding Company Act, many provisions of the
Federal Power Act, and state laws and regulations respecting rates and financial or organizational regulation of electric
utilites. FPL Energy also has ownership interest in operating independent power projects that have received exempt
wholesale generator status as defined in the Holding Company Act. These projects represent approximately 75% of FPL
Energy's net generating capacity. Exempt wholesale generators own or operate a facility exclusively to sell electric energy at
wholesale. They are barred from seliing electricity directly to retail customers. While projects with qualifying facility and
exempt wholesale generator status are exempt from various restrictions, each project must stilf comply with other federal,
state and local laws, including those regarding siting, construction, operation, licensing and pollution abatement.

FPL Energy’s capital expenditures and investments totaled approximately $507 million, $1.540 billion and $521 million in 2000,
1999 and 1998, respectively. During 2000, FPL Energy completed the construction of a 1,000 mw combined-cycle natural
gas-fired plant in Texas, of which FPL Energy owns 99%, and purchased net ownership interests in two windfarms totaling 118
mw. As of March 31, 2001, FPL Energy has announced or is currently constructing eight plants that would add approximately
2,700 mw to its generating capacity by 2003. In 1999, FPL Energy completed the purchase of CMP’s non-nuclear generating
assets, primarily fossil and hydro power plants, for $866 million, See Note 10 and Management's Discussion - Liquidty and
Capital Resources.

Deregulation of the electric utility market presents both opportunities and risks for FPL Energy. Opportunities exist for the
selective acquisition of generation assets that are being divested under deregulation plans and for the construction and
operation of efficient plants that can sell power in competitive markets. Substantially all of the energy produced in 2000 by
FPL Energy's independent power projects was sold through power sales agreements with utilities that expire in 2001-28. As
competitive wholesale markets become more accessible to other generators, obtaining power sales agreements will become
a progressively more competitive process. FPL Energy expects that as its existing power sales agreements expire, more of
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the energy produced will be sold through shorter-term contracts and into competitive wholesale markets.

Competitive wholesale markets in the United States continue to evolve and vary by geographic region. Revenues from
electricity sales in these markets will vary based on the prices obtainable for energy, capacity and other ancillary services.
Some of the factors affecting success in these markets include the ability to operate generating assets efficiently, the price
and supply of fuel, transmission constraints, competition from new sources of generation, demand growth and exposure to
iegal and regulatory changes.

FPL Energy has approximately 540 net mw in California, most of which are wind, solar and geothermal qualifying facilities.
The output of these projects is sold predominantly under long-term contracts with California utilities. Increases in natural gas
prices and an imbalance between power supply and demand, as well as other factors, have contributed to significant
increases in wholesale electricity prices in California. Utilities in California had previously agreed to fixed tariffs to their retail
customers, which resulted in significant under-recoveries of wholesale electricity purchase costs. FPL Energy’s projects have
not received the majority of payments due from California utilities since November 2000. On April 6, 2001, Pacific Gas and
Electric Company (PG&E) filed for protection under the U.S. Bankruptcy laws. Earnings from projects that sell to PG&E
represent approximately 15% of FPL Energy’s eamings from Caiifornia projects. At December 31, 2000, FPL Energy’s net
investment in California projects was approximately $250 million. It is impossible to predict what the outcome of the situation
in California will be.

FPL Energy had 867 employees at December 31, 2000. Approximately 16% of the employees are represented by the IBEW
under a collective bargaining agreement with FPL Energy that expires on February 28, 2003.

OTHER FPL GROUP OPERATIONS

FPL FiberNet. FPL FiberNet sells wholesale fiber-optic network capacity to FPL and other new and existing customers,
primarily telephone, cable television, internet and other telecommunications companies. FPL FiberNet was formed in January
2000 to enhance the value of FPL Group's fiber-optic network assets that were originally built to support FPL operations.
Accordingty, FPL's existing 1,600 miles of fiber-optic lines were transferred to FPL FiberNet in January 2000. FPL FiberNet's
network interconnects major cities in Florida. During 2000, FPL FiberNet invested approximately $90 million to expand the
network within major cities throughout Florida. Over the next three years, FPL FiberNet plans to continue this expansion by
investing a total of approximately $240 million.

EXECUTIVE OFFICERS OF THE REGISTRANTS

Name Age Position Effective pDate
james L. Broadhead 65 chairman of the Board and Chief Executive Officer of FPL Group ...... May 8, 1990
chairman of the Board and chief Executive officer of FPL .., .......... January 15, 1990
pennis P. Coyle 62 General Counsel and Secretary of FPL GFrOUP .. vntvne v innenen v, June 1, 1991
Genaral Counsel and Secretary of FPL . ... ..t onnrinnnnnns July 1, 1991
K. Michael pavis 54 controller and chief Accounting officer of FPL Group ........cv.v.... May 13, 1991
vice President, Accounting, Controller and chief Accounting
Officer Of FPL L. i ittt e it it e e e July 1, 1991
paul 1. Evanscn 59 Prestdent OF FPL L et e e e January %, 1535
Lewis Hay, III 45 President OFf FPL EN@IQY ...ttt unn et ot eee ettt e e emneeenanenn March 13, 2000
tawrence 1. Kelleher 53 vice President, Human Resources of FPL Group ..............cccvu.uvinnn May 13, 1991
Senior vice President, Human Resources and Corporate Services of FPL. Ju%y 1, 1999
Robert L. McGrath 47 Treasurer of FPL Group and FPL ....... ... i.uiiineniiinenainnnn. January 11, 2000
vice President Finance and Chief Financial officer of FPL Energy .... June 6, 2000
Armando 1. Olivera 51 Senier vice president, Power Systems of FPL ... ... ... .. ... ... . .... July 1, 1999
Thomas F. Plunkett 61 President, Nuclear Division of FPL ........... ... iiiiiiin.... March 1, 1996
Antonio Rodriguez 58 Senior vice President, Power Generation Oivision of FPL ............. July 1, 1899

(a) Executve officers are elected annually by, and serve at the pleasure of, their respective boards of directors Except as noted below, each officer has held his
present position for five years or more and his employment history 1s continuous

{b) The business experience of the executive officers 1s as follows  Mr Hay was senior vice president and chief financial officer of US Foodservice, a food service
distributor, from 1991 to 1997. From 1997 to 1999 he was executive vice president and chief iinancial officer of US Foodservice From August 1999 1o
March 2000, Mr. Hay was vice president, finance and chief financial officer of FPL Group and senior vice president, finance and chief financial officer of FPL
Mr Kelleher was senor vice president, human resources of FPL from July 1991 to July 1999 Mr McGrath was assistant treasurer of FPL Group and FPL
from February 1998 to January 2000 Prior to that, Mr McGrath was vice president and chief financial officer of ESI Energy, Inc Mr Ofivera was vice
president, distribution of FPL from February 1997 to July 1989 Prior to that, Mr Olivera was vice president, power delivery of FPL  Mr Rodnguez was vice
president, power delivery of FPL from February 1997 to July 1899 Prior to that, Mr Rodnguez was vice president, operations of FPL's power generation
division.
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ltem 2. Properties

FPL Group and its subsidiaries maintain properties which are adequate for their operations. At December 31, 2000, the
electric generating, transmission, distribution and general facilities of FPL represent 45%, 13%, 36% and 6%, respectively, of
FPL's gross investment in electric utility plant in service.

Generating Facilities. As of December 31, 2000, FPL Group had the following generating facilities:

. . No. of Net
Facility Location Units Fuel Capability (mw)(a)
FPL:
STEAM TURBINES
Cape Canaveral ............covivnninnnn Cocoa, FiL 2 01l/Gas 806
(o7 -1 o PN Miami, FL 2 Gas 215
Fort Myers ......... - . Fort Myers, FL 2 0il 990(b)
MaNateE ... ie i .. Parrish, FL 2 oil 1,625
T v 1 Indiantown, FL 2 0il/Gas 1,640
port Everglades ..................... Port Everglades, FL 4 0il/Gas 1,242
RIVIBIA ittt e i vt enianetaannnn Riviera Beach, FL 2 0il/Gas 563
st. Johns River Power Park .......... Jacksonville, FL 2 Coal/pPetroleum Coke 254(c)
SE. LUCTE o venrvenrvnnnnnranensneens Hutchinson Island, fL 2 Nuclear 1,553(d)
sanford ... e e e Lake Monroe, FL 3 0il/Gas 914
Lol 0 1= =Y Monroe County, GA 1 Coal 658(e)
Turkey POint ...... ... Florida city, FL 2 o0il/Gas 810
2 Nuclear 1,386
COMBINED-CYCLE R
Lauderdale pania, FL 2 Gas/0i1 854
MAFtIN v e ee e Indiantown, FL 2 Gas 948
PUENEM & ottt et it ee e ieeesecee e eenennn palatka, FL 2 Gas/011 498
COMBUSTION TURBINES
FOPT MYEBPS . iien i iiiniee e tans Fort Myers, FL 12 oil 636
Lauderdale .....viveirnnienniean Dania, FL 24 0il/Gas 840
port Everglades .................iuun pPort Everglades, FL 12 0il/Gas 420
DIESEL UNITS . )
Turkey POINT ... .ttt ai i iiiaees Florida City, FL 5 01l - 12
L 3 7N 16,864
FPL Energy:
Cerro GOrdo ....ceeuiiimannnnnrinnnann Vventura, TA 55 wind 42
Doswell L. e e Ashland, va 4 Gas 708
Lake Benton TI......cuiuurrennennnnnn Ruthton, MN 138 wind 104
Lamar Power Partners...........ceusu.- Paris, TX 2 Gas 990
MBINE vttt et ee et c e various - ME 9 o1l 755
MATRE ottt e s vts i arnnssssnsnennannn varijous - ME 89 Hydro 373
MATHE ottt it ieeiee e e Ft. Fairfield, ME 1 wastewood 31
Marcus Hook SO ... ... ... .. Marcus Hook, PA 1 Gas 50
west Texas wind ........ ... ... McCamey, TX 107 wind 75
vansycle ... ..ot s Helix, OR 38 wind 25
Investments in joint ventures ....... various ) various __ 957
TOTAL v it iv s s st c e a i mas e e 4110

{a) Represents FPL’s net warm weather peaking capabiity and FPL Energy’s net ownership interest In plant capacity

(b} Includes three gas-combustion turbines in simple cycle operation as part of a repowering project

(¢) Represents FPL's 20% ownership interest in each of SURPP Units Nos. 1 and 2, which are jointly owned with the JEA

(d) Excludes Orlando Utiities Commussion’s and the FMPA's combined share of approximately 15% of St Lucie Unit No. 2

(e) Represents FPL's approximately 76% ownership of Scherer Unit No 4, which 1s jointly owned with the JEA

() Includes two natural gas-fired units in the Northeast (295 mw) and 1,448 units at a wing project i the West (83 mw) The remaining 579 mw are provided by

plants with less than 50 mw each

Transmission and Distribution, As of December 31, 2000, FPL owned and operated 497 substations and the following
electric transmission and distribution lines:

Nominal overhead Lines Trench and Submarine
voltage pole Miles Cable Miles

500 1,107(a) -

230 ,258 31

138 1,440 49

115 671 -

69 kv 166 14

Less than 69 kv 40,201 22,106

Total ......... 45,843 22,200

(a) Includes approximately 75 miles owned jointly with the JEA

Character of Ownership. Substantially all of FPL's properties are subject to the lien of FPL’s mortgage, which secures most
debt securities issued by FPL. The prnincipal properties of FPL Group are held by FPL in fee and are free from other
encumbrances, subject to minor exceptions, none of which is of such a nature as to substantially impair the usefulness to FPL
of such properties. Some of FPL's electric lines are located on land not owned in fee but are covered by necessary consents
of governmental authorities or rights obtained from owners of private property.
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ltem 3. Legal Proceedings

in November 1999, the Attorney General of the United States, on behalf of the U.S. Environmental Protection Agency (EPA)
brought an action in the U.S. District Court for the Northern District of Georgia against Georgia Power Company and other
subsidiaries of The Southern Company for injunctive relief and the assessment of civil penalties for violations of the
Prevention of Significant Deterioration (PSD) provisions and the New Source Performance Standards (NSPS) of the Clean Air
Act. Among other things, the EPA alleges Georgia Power Company constructed and is continuing to operate Scherer Unit
No. 4, in which FPL owns a 76% interest, without obtaining a PSD permit, without complying with NSPS requirements, and
without applying best available control technology for nitrogen oxides, sulfur dioxides and particulate matter as required by the
Clean Air Act. The suit seeks injunctive relief requiring the installation of such technology and civil penalties of up to $25,000
per day for each violation from an unspecified date after August 7, 1977 through January 30, 1997, and $27,500 per day for
each violation thereafter. Georgia Power Company has filed an answer to the complaint asserting that it has complied with all
requirements of the Clean Air Act, denying the plaintiff's allegations of liability, denying that the plaintiff is entitled to any of the
relief that it seeks and raising various other defenses. The EPA subsequently moved for leave to file an amended complaint
that would extend the suit to other Southern Company subsidiaries and plants and would add an allegation that unspecified
major modifications have been made at Scherer Unit No. 4 that require its compliance with the aforementioned Clean Air Act
provisions (comparable allegations were made in the original complaint as to other plants but not Scherer Unit No. 4). The
Court has not yet ruled on whether to permit the amendment. If amended as proposed, the EPA’s demand for civil penalties
with respect to Scherer Unit No. 4 would apply to the period commencing on an unspecified date after June 1, 1975.

In June 2000, Southern California Edison Company (SCE) filed with the FERC a Petition for Declaratory Order (petition) asking
the FERC to apply the November 1999 decision of the U.S. Court of Appeals for the District of Columbia Circuit in Southern
Calfornia Edison Co. v. FERC, to all qualifying small power production facilities, including the SEGS VIl and SEGS IX facilties
owned by Luz Solar Partners Ltd., VIil and Luz Solar Partners Ltd., IX (collectively, the partnerships), indirectly owned in part by
FPL Energy. The federal circuit court of appeals’ decision invalidated the FERC's so-called essential fixed assets standard,
which permitted secondary uses of fossil fuels by qualfying small power production facilities beyond those expressly set forth in
PURPA. The petition requests that the FERC declare that qualifying small power production facilities may not continue to use
fossil fuel under the essential fixed assets standard and that they may be required to make refunds with respect to past usage.
The partnerships intend to file a Motion to Intervene and Protest before the FERC, vigorously objecting to the position taken by
SCE in its petition. The partnerships have always operated the SEGS VIl and SEGS IX facilities in accordance with orders
issued by the FERC. Such orders were neither challenged nor appealed at the time they were granted, and it is the position of
the partnerships that the orders remain in effect.

In September 2000, Karen and Bruce Alexander filed suit against FPL Group, FPL, FPL FiberNet, FPL Group Capital and
FPL Investments, Inc. in the Circuit Court for Palm Beach County, Florida, purportedly on behalf of all property owners in
Florida whose property is encumbered by defendants’ easements and on whose property the defendants have installed or
intend to install fiber-optic cable which defendants lease, license or convey for non-electric transmission or distribution
purposes, or intend to do so. The lawsuit alleged that FPL's easements did not permit the installation and use of fiber-optic
cable for general communication purposes The plaintiffs sought injunctive relief, compensatory damages, interest and
attorneys’ fees. Thie defendants served an offer of judgment for ten dollars on the named plaintiffs, reflecting the defendants’
conclusicn that, based on an analysis of the claims and circumstances of these individual plaintiffs, they had not sustained
the injuries for which they claimed a right to relief. In January 2001, the plaintiffs accepted this offer of judgment, pursuant to
which the suit has been dismissed with prejudice.

In the event that FPL Group and FPL do not prevail in these suits, there may be a material adverse effect on their financial
statements. However, FPL Group and FPL believe that they have meritorious defenses to the pending litigation discussed
above and are vigorously defending these suits. Accordingly, the liabilities, if any, arising from these proceedings are not
anticipated to have a material adverse effect on their financial statements.

ltem 4. Submission of Matters to a Vote of Security Holders

A Special Meeting of FPL Group’s shareholders was held on December 15, 2000 to approve a merger between FPL Group and
Entergy. Of the 176,171,034 shares of common stock outstanding on the record date of November 6, 2000, a total of
140,418,246 shares were represented in person or by proxy, of which 136,123,939 voted for the merger, 3,042,680 against and
1,251,627 abstained. Subsequently, a number of factors led FPL Group to conclude the merger would not achieve the synergies
or create the shareholder value originally contemplated when the merger was announced. As a result, on Apnl 1, 2001, FPL
Group and Entergy mutually terminated the merger agreement. For additional information concerning the merger, see Note 2.
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PART II
Item 5. Market for the Registrants’ Common Equity and Related Stockholder Matters
Common Stock Data. All of FPL's common stock is owned by FPL Group. FPL Group's common stock is traded on the New

York Stock Exchange. The high and low sales prices for the common stock of FPL Group as reported in the consolidated
transaction reporting system of the New York Stock Exchange for each quarter during the past two years are as follows:

2000 1999
Quarter ___High Low High _Low
$48 1/4 $36 3/8 $61 15/16 $50 1/8
C . $50 13/16 $41 13/16 $60 1/2 $52 7/8
.. $67 1/8 $47 1/8 $56 11/16  $49 1/8
=2 T 1 o of 1 T §73 $59 3/8 $52 1/2 $41 1/8

Approximate Number of Stockholders. As of the close of business on January 31, 2001, there were 44,645 heolders of
record of FPL Group’s common stock.

Dividends. Quarterly dividends have been paid on common stock of FPL Group during the past two years in the following
amounts:

Quarter 2000 1999
First .v.evvnen. $0.54 $0.52
second ......... $0.54 $0.52
Third .......... $0.54 $0.52
Fourth ......... $0.54 $0.52

The amount and timing of dividends payable on FPL Group’s common stock are within the sole discretion of FPL Group’s
board of directors. The board of directors reviews the dividend rate at least annually (in February) to determine its
appropriateness in light of FPL Group's financial position and results of operations, legislative and regulatory developments
affecting the electric utility industry in general and FPL in particular, competitive conditions and any other factors the board
deems relevant. The ability of FPL Group to pay dividends on its commen stock is dependent upon dividends paid to it by its
subsidiaries, primarily FPL. There are no restrictions in effect that currently limit FPL's ability to pay dividends to FPL Group.
See Management's Discussion - Liquidity and Capital Resources and Note 5 - Common Stock Dividend Restrictions
regarding dividends paid by FPL to FPL Group.
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ltem 6. Selected Financial Data

Years Ended December 31,

2000 1999 1998 1997 1996

SELECTED DATA OF FPL GROUP

(millions, except per share amounts):

Operating revenues ..............ooeiniiiiiiiiiiinia.ns $ 7,082 $ 6,438 $ 6,661 $ 6,369 $ 6,037

Net income ....... . ... e $ 704(b) $ 697(c) $ 664 $ 618 § 579

Earnings per share of common stock{a) ................. 3 4,14(b) $ 4.07(c) $ 3.85 $ 3.57 $ 3.33

Dividends paid per share of common stock .............. $ 2.16 § 2.08 $ 2.00 $§ 1.92 $§ 1.84

TOLAl ASSELS . ovn ittt iiiae e $ 15,300 $13,441 312,029 $12,449 $12,219

Long-term debt, excluding current maturities .......... $ 3,976 $ 3,478 $ 2,347 $ 2,949 $ 3,144

obligations of FPL under capital Jease, excluding !

current maturities .......... ... .. iiiiiiiiiiaa, 3 127 $ 157 3 l4e $ 186 $ 1
preferred stock of FPL with sinking fund requirements, 82
excluding current maturities ..............civvvennn. 3 ~ $ - $ - 3 - S 42

Energy sales (kwh) ...... .. .. ... ... i, 100,777 92,446 91,041 84,642 80,889

SELECTED DATA OF FPL (millions):

OPErating FevenUesS ... .....ceceeenonunnnomaneonnnenn.. $ 6,361 $ 6,057 $ 6,366 $ 6,132 $ 5,986

Net income available 10 FPL GrouUp........oucueumneenans $ 607(b) $ 576(c) $ 616 $ 608 $ 591

TOLAT @SSELS tueviiinsecieannnin s ene e aaaeans $ 12,020 $10,608 $10,748 $11,172 $11,531

Long-term debt, excluding current maturities .......... $ 2,577 $ 2,079 $ 2,191 $ 2,420 3 2,981

Energy sales (kwh) ... ... .. il 91,969 88,067 89,362 82,734 80,889

Energy sales:

Residential ... ... ..ot 50.4% 50.2% 50.9% 50.6% 51.1%
Commerr:'!a'l .......................................... 40.2 40.3 38.8 39.8 38.6
Endustrial ..t i e e i e e e 4.1 4.5 4.4 4.7 4.7
Interchange power sSales . ........iuieienennernennnans 3.1 3.0 3.2 2.1 2.6
Other(d) it ir ettt ee ittt s 2.2 2.0 2.7 2.8 3.0

Total LR R Ry PSP _100.0% _100.0% __100., 0% _ 100.0% 100. 0%

Approximate B0-minute net peak served (mw)(e):

SUMMEE SEASOM . vt tan s vttt nas e e ercnnanenennas 17,808 17,615 17,897 16,613 16,064
WINTEE SEASOM .t v vvs et e ne e e mee e e neaenens 18,219 17,057 16,802 13,047 16,490
Average number of customer accounts (thousands):
ResTdential .. ... ..ot 3,414 3,332 3,266 3,209 3,153
commercial ... e 415 405 397 389 381
B 17 1P K3 of o - U [N 16 16 15 15 15
Otg\er ............................................... 3 3 2 3 2

TOTAl e 3,848 . 3.756A 3,680 3,616 _3,551

Average price per kwh (cents)(f) ...................... 6.86 6.87 7.13 7.37 739

{a) Basic and assuming dtiution.

{b) Includes merger-related expenses Excluding these expenses, FPL Group's net income and earnings per share would have been $745 million and $4.38,
respectively and FPL's net income available to FPL Group would have been $645 million.

{c} Includes effects of a gain on sale of Adelphia Communications Corporation stock, impairment loss on Maine assets, settlement of litigation between FPL and
FMPA and a gain on the redemption of a one-third ownership interest in a cable limited partnership  Excluding these items, FPL Group’s net income and
earnings per share would have been $681 million and $3 98, respectively. Excluding the setilement of litigation between FPL and FMPA, FPL’s net income
available to FPL Group would have been $618 million

(d) Includes the net change in unbilled sales

(e) Winter season includes November and December of the current year and January te March of the following year

{f)y  Excludes interchange power sales, net change in unbilled revenues, deferrals/recovenies under cost recovery clauses and the provision for retail rate refund

ltem 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

in
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following discussion, all comparison

discussion should be read in conjunction with the Notes to Consclidated Financia! Statements contained herein. In the

re with the corresponding items in the prior year.

2]
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Merger

In July 2000, FPL Group and Entergy announced a proposed merger, which was approved by the shareholders of the
respective companies in December 2000. Subsequently, a number of factors led FPL Group to conclude the merger would
not achieve the synergies or create the shareholder value originally contemplated when the merger was announced. As a
result, on April 1, 2001, FPL Group and Entergy mutually terminated the merger agreement.

In 2000, FPL Group recorded $67 million in merger-related expenses, of which FPL recorded $62 million (338 million after-
tax), FPL Energy recorded $2 million ($1 million after-tax) and Corporate and Other recorded $3 million ($2 million after-tax).
Merger-related expenses will continue in 2001, although to a lesser degree. For additional information concerning the

merger, see Note 2.

Results of Operations

FPL Group's net income and earnings per share in 2000 increased despite a charge for merger-related expenses. This charge
reduced net income and earnings per share by $41 million and $0.24, respectively. Net income and earnings per share in 1999
included the net effect of several nonrecurring transactions that resulted in additional net income of $16 million, or $0.09 per
share. Excluding the merger-related expenses in 2000 and the nonrecurring items in 1939, FPL Group's net income in 2000
increased 9.4% to $745 million, and earnings per share increased 10.1% to $4.38. The comparable growth rates for 1999 were
2.6% and 3.4%, respectively, excluding the effects of the nonrecurring items in 1998. In 2000, both FPL and FPL Energy
contnibuted to the growth, while in 1999 the growth was primarily attributable to FPL Energy.
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FPL — FPL’s results for 2000 continued to benefit from customer growth, increased electricity usage per retail customer and
lower O&M expenses. The effect of the rate reduction and higher interest charges partly offset these positives. FPL’s portion
of the merger-related expenses in 2000 reduced net income by $38 million. Results for 1989 also include a nonrecurring
charge related to the settlement of litigation that reduced net income by $42 million. FPL's net income, excluding these items
in both periods, was $645 million in 2000, up $27 million from 1999. Excluding the litigation settiement in 1999, FPL’s slight
net income growth in 1999 reflected lower depreciation, customer growth and lower O&M expenses partly offset by the effect
of the rate reduction and a decline in electricity usage per retail customer.

FPL's operating revenues consist primarily of revenues from retail base operations, cost recovery clauses and franchise fees.
Revenues from retail base operations were $3.5 billion, $3.5 billion and $3.8 billion in 2000, 1999 and 1998, respectively.
Revenues from cost recovery clauses and franchise fees represent a pass-through of costs and do not significantly affect net
income. Fluctuations in these revenues are primarily driven by changes in energy sales, fuel prices and capacity charges.
Due to higher than projected oil and natural gas prices in 2000, the FPSC approved higher per kwh charges effective June
15, 2000. These additional clause revenues resulted in higher operating revenues. Later in the year, the FPSC approved
FPL’s annual fuel filing for 2001, which included an estimate of under-recovered fuel costs in 2000 of $518 million. FPL will
recover the $518 million over a two-year period beginning January 2001, rather than the typical one-year time frame. FPL
has also agreed that instead of receiving a return at the commercial paper rate on this unrecovered portion through the fuel
clause, the under-recovery will be included as a rate base regulatory asset over the two-year recovery period. Actual under-
recovered fuel costs through December 31, 2000 exceeded the estimates made earlier in the year by $78 million, and in
February 2001, FPL requested the FPSC to approve a fuel adjustment increase effective April 2001 to recover the additional
$78 million of under-recovered fuel cosis. See Note 1 - Regulation.

In 1999, the FPSC approved a three-year agreement among FPL, Public Counsel, FIPUG and Coaiition regarding FPL’s retail
base rates, authorized regulatory ROE, capital structure and other matters. The agreement, which became effective April 15,
1999, provides for a $350 million reduction in annual revenues from retail base operations allocated to all customers on a
cents-per-kifowatt-hour basis. Additionally, the agreement sets forth a revenue sharing mechanism for each of the twelve
month periods covered hy the agreement, whereby revenues from retail base operations in excess of a stated threshold are
required to be shared on the basis of two-thirds refunded to retail customers and one-third retained by FPL. Revenues from
retail base operations in excess of a second threshold are required to be refunded 100% to retail customers.

The refund thresholds are as follows:
Twelve Months Ended

April 14,
_2000 _2001 2002

(miTlions)
66 2/3% tO CUSTOMEIS .. uurrenennnnnnns $3,400 $3,450 £3,500
100% 1O CUSEOMEIS & vvvre s mr v vnrnnnennns $3,556 $3,606 $3,656

During 2000, FPL accrued approximately $60 million relating to refunds to retail customers compared to $20 million in 1999,
Furthermore, FPL refunded in 2000 approximately $23 million, including interest, to retail customers for the first twelve-month
period under the rate agreement. At December 31, 2000 and 1999, the accrual for the revenue refund was approximately $57
million and $20 million, respectively.

The eamings effect of the annual revenue reduction was offset by lower special depreciation. The agreement allows for special
depreciation of up to $100 million, at FPL's discretion, in each year of the three-year agreement period to be applied to nuclear
and/or fossil generating assets. Under this new depreciation program, FPL recorded $100 million of special depreciation in the
first twelve-month period and $71 million through December 31, 2000 of the second twelve-month period. On a fiscal year basis,
FPL recorded approximately $101 million and $70 million of special depreciation in 2000 and 1999, respectively. The new
depreciation program replaced a revenue-based special amortization program whereby special amortization in the amount of $63
million and $378 million was recorded in 1999 and 1898, respectively. See Note 1 - Electric Plant, Depreciation and Amortization.

The agreement also lowered FPL’s authorized regulatory ROE range to 10% - 12%. During the term of the agreement, the
achieved ROE may from time to time be outside the authorized range, and the revenue sharing mechanism described above
is specified to be the appropriate and exclusive mechanism to address that circumstance. FPL reported an ROE of 12.2%,
12 1% and 12.6% in 2000, 1999 and 1998, respectively. See Note 1 - Revenues and Rates.

Revenues from retail base operations were flat during 2000. Customer growth of 2.5% and a 1.9% increase in electricity
usage per retail customer was almost entirely offset by the effect of the rate reduction.

The decline in retail base revenues in 1999 was largely due to the rate reduction. A 2.8% decline in electricity usage per

retail customer, mainly due to milder weather conditions, was almost entirely offset by the 2.0% increase in the number of
customer accounts.
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FPL's O&M expenses continued to decline in 2000 due to improved productivity. O&M expenses in 1999 also declined as a
result of continued cost control efforts partially offset by higher overhaul costs at fossil plants.

Interest charges increased in 2000 reflecting increased debt activity to fund FPL’s capital expansion program and under-
recovered fuel costs. Lower interest charges in 1999 and 1998 reflect lower average debt balances and the full amortization
in 1998 of deferred costs associated with debt reacquired through 1998.

The electric utility industry is facing increasing competitive pressure. FPL currently faces competition from other suppliers of
electrical energy to wholesale customers and from alternative energy sources and self-generation for other customer groups,
primarily industrial customers. In 2000, operating revenues from wholesale and industrial customers combined represented
approximately 4% of FPL's total operating revenues. A number of potential merchant plants have been announced in Florida
over the past several years. Five of these announced merchant plants totaling 3,700 mw have presented submissions to
seek a determination of need to the FPSC. In March 1899, the FPSC approved one of the petitions for a power plant to be
constructed within FPL's service territory. FPL, along with other Florida utilities, appealed the decision to the Florida
Supreme Court. In April 2000, the Florida Supreme Court upheid arguments by FPL and other Florida utilities and ruled that
under current Florida law the FPSC is not authorized to grant a determination of need for a proposed power plant, the output
of which is not fully committed to use by Florida retail customers. In March 2001, the United States Supreme Court denied a
petition for certiorari review by one of the petitioners. See Note 1 - Regulation.

In 2000, the Governor of Florida signed an executive order creating the Energy 2020 Study Commission to propose an
energy plan and strategy for Florida. The order required that recommendations be made to the legislature and Governor by
December 1, 2001. The commission chose to split the energy study between wholesale and retail competition. In January
2001, the commission issued an interim report containing a proposal for restructuring Florida's wholesale market for
electricity. The proposal recommends the removal of statutory barriers to entry for merchant plants and, according to the
report, provides a transition to a “level piaying field” for all generating assets. Under the commission’s proposal, investor-
owned utlities such as FPL would establish, and transfer their generating assets to, affiliated exempt wholesaie generators,
which would also construct and operate new generating assets. The investor-owned load-serving utilities, such as FPL,
would acquire energy resources through competitive bidding, negotiated contracts or from the short-term (spot) market.
Purchases from affiliated exempt wholesale generators would be pursuant to a competitive bidding process. The proposal
includes a number of features, including a three-year retail base rate freeze. The proposal may be addressed in the next
legisiative session which takes place in March through May 2001. In addition, the FERC has jurisdiction over potential
changes which could affect competition in wholesale transactions. The commission will now consider recommendations for
the retail market.

In 1999, the FERC issued its final order on RTOs. RTOs, under a variety of structures, provide for the independent operation
of transmission systems for a given geographic area. The final order establishes guidelines for public utilities to use in
considering and/or developing plans to initiate operations of RTOs by December 15, 2001. In October 2000, FPL, together
with Florida Power Corporation and Tampa Electric Company, filed a joint proposal to form a fully independent for-profit
transmission company that would be responsible for the transmission lines that carry electricity from power plants primarily
within the state to substations in Florida. The October filing was supplemented by a December 2000 filing that provided
certain operational details of the proposed RTO.

Under the proposed form of RTO, FPL would contribute its transmission assets to an independent transmission company,
GridFlorida, that would own and operate the system. A separate corporation would be formed to own the voting interest in and
manage GridFlorida. In return for its transmission assets, FPL would receive a non-voting ownership interest in GridFlorida,
which could be exchanged for non-veting stock of the managing corporation. FPL would account for its interest in GridFlorida
using the equity method.

FPL Energy — FPL Energy’s earnings continue to benefit from the significant expansion of its independent power generation
portfolio, which has more than tripled since 1997 to over 4,100 mw at December 31, 2000. In 2000, Lamar Power Pariners, a
natural gas-fired plant in the Central region became operational and added approximately 1,000 mw to FPL Energy’s
operating portfolio. In 1899, FPL Energy acquired the Maine assets, which totaled 1,159 mw and in 1998, FPL Energy
invested in two natural gas-fired plants in the Northeast, adding 285 mw. In addition, approximately 400 mw of wind projects
have been added in the West and Central regions since 1997.

In 2000, FPL Energy’s net income also benefited from increased revenues generated by the Maine assets as a result of
warmer weather and higher prices in the Northeast during May 2000, and lower O&M expenses at Doswell, In 1999, the
effect of a $176 million ($104 million after-tax) impairment loss (see Note 10) and higher administrative expenses to
accommodate future growth more than offset the benefits of the growing generation portfolio and improved results from
Doswell. FPL. Energy’s 1998 net income includes the effect of a $35 mitlion {($21 mullion after-tax) charge for the termination of
an interest rate swap agreement, which was partly offset by the receipt of a $31 mullion ($19 million after-tax) settlement
relating to a contract dispute.
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Deregulation of the electric utility market presents both opportunities and risks for FPL Energy. Opportunities exist for the
selective acquisition of generation assets that are being divested under derequlation plans and for the construction and
operation of efficient plants that can sell power in competitive markets. Substantially ali of the energy produced in 2000 by
FPL Energy’s independent power projects was sold through power sales agreements with utilities that expire in 2001-28. As
competitive wholesale markets become more accessible to other generators, obtaining power sales agreements wili become
a progressively more competitive process. FPL Energy expects that as its existing power sales agreements expire, more of
the energy produced will be sold through shorter-term contracts and into competitive wholesale markets.

Competitive wholesale markets in the United States continue to evolve and vary by geographic region. Revenues from
electricity sales in these markets will vary based on the prices obtainable for energy, capacity and other ancillary services.
Some of the factors affecting success in these markets include the ability to operate generating assets efficiently, the price
and supply of fuel, transmission constraints, competition from new sources of generation, demand growth and exposure to
legal and regulatory changes.

FPL Energy has approximately 540 net mw in California, most of which are wind, solar and geothermal qualifying facilities.
The output of these projects is sold predominantly under long-term contracts with California utilities. Increases in natural gas
prices and an imbalance between power supply and demand, as weill as other factors, have contributed to significant
increases in wholesale electricity prices in California. Ultilities in California had previously agreed to fixed tariffs to their retail
customers, which resulted in significant under-recoveries of wholesale electricity purchase costs. FPL Energy’s projects have
not received the majority of payments due from California utilities since November 2000. On Apnl 6, 2001, Pacific Gas and
Electric Company (PG&E) filed for protection under the U.S. Bankruptcy laws. Earnings from projects that sell to PG&E
represent approximately 15% of FPL Energy’'s earnings from California projects. At December 31, 2000, FPL Energy’s net
investment in California projects was approximately $250 million. It is impossible to predict what the outcome of the situation
in California will be.

Corporate and Other - Beginning in 2000, the corporate and other segment includes FPL FiberNet's operating results. FPL
FiberNet was formed in January 2000 to enhance the value of FPL Group’s fiber-optic network assets that were originally built
to support FPL operations. Accordingly, FPL’s existing 1,600 miles of fiber-optic lines were transferred to FPL FiberNet in
January 2000. In 1999, net income for the corporate and other segment reflects a $149 million ($96 million after-tax) gain on
the sale of an investment in Adelphia Communications Corporation common stock, a $108 million ($66 million after-tax) gain
recorded by FPL Group Capital on the redemption of its one-third interest in a cable limited partnership, costs associated with
closing a retail marketing business of $11 million ($7 million after-tax) and the favorable resolution of a prior year state tax
matter of $10 million ($7 million after-tax). In 1998, net income for the corporate and other segment reflects a $36 miilion
($25 million after-tax) loss from the sale of Turner Foods Corporation’s assets, the cost of terminating an agreement designed
to fix interest rates of $26 million (§16 million after-tax) and adjustments relating to prior years’ tax matters, including the
resolution of a $30 million audit issue with the internal Revenue Service.

Liquidity and Capital Resources

FPL Group’s capital requirements consist of expenditures to meet increased electricity usage and customer growth of FPL,
investment opportunities at FPL Energy and expansion of FPL FiberNet. Capital expenditures of FPL for the 2001-03 period
are expected to be approximately $3.3 billion, including $1.1 billion in 2001. As of December 31, 2000, FPL Energy has
commitments totaling approximately $380 million, primarily in connection with the development and expansion of independent
power projects. Subsidiaries of FPL Group, other than FPL, have guaranteed approximately $810 million of prompt
performance payments, lease obligations, purchase and sale of power and fuel agreement obligations, debt service payments
and other payments subject to certain contingencies. See Note 13 - Commitments.

Debt maturities of FPL Group’s subsidiaries will require cash outflows of approximately $1.0 billion ($860 million for FPL)
through 2005, including $65 million for FPL in 2001. It is anticipated that cash requirements for capital expenditures,
energy-related investments and debt matunties in 2001 will be satisfied with internally generated funds and debt issuances.
Any internally generated funds not required for capital expenditures and current maturities may be used to reduce outstanding
debt or repurchase common stock, or for investment. Any temporary cash needs will be met by short-term bank borrowings.
in 2000, FPL had $125 million of first mortgage bonds mature and issued $452 million of variable-rate bonds and $500 million
of first mortgage bonds. The proceeds from these issuances were used in 2000 to redeem $278 miillion of variable-rate
bonds, $109 million of first mortgage bonds and to repay FPL’s short-term borrowings. In 2001, $65 million was used to
redeem $49 million of variable-rate bonds and $16 million of first mortgage bonds. Bank lines of credit currently available to
FPL Group and its subsidianes aggregate $3.0 billion ($853 miflion for FPL).

During 2000, FPL Group repurchased 2.6 million shares of common stock under its share repurchase programs. Under the

$570 million share repurchase program authorized in connection with the merger agreement with Entergy, 1,876,500 shares
totaling $116 million have been repurchased through January 31, 2001. See Note 2.
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FPL self-insures for damage to certain transmission and distnbution properties and maintains a funded storm reserve to
reduce the financial impact of storm losses. The balance of the storm fund reserve at December 31, 2000 and 1999 was
$229 million and $216 million, respectively. Bank hnes of credit of $300 million, included in the $853 million above, are also
available if needed to provide cash for storm restoration costs. The FPSC has indicated that it would consider future storm
losses in excess of the funded reserve for possible recovery from customers.

FPL’s charter and mortgage contain provisions which, under certain conditions, restrict the payment of dividends and the
issuance of additional unsecured debt, first mortgage bonds and preferred stock. Given FPL’s current financial condition and
level of earnings, expected financing activities and dividends are not affected by these fimitations.

New Accounting Rule

Effective January 1, 2001, FPL Group and FPL adopted Financial Accounting Standards No. (FAS) 133, “Accounting for
Derivative Instruments and Hedging Activities,” as amended by FAS 138, “Accounting for Certain Derivative Instruments and
Certain Hedging Activities.” For information concerning the adoption of FAS 133/138, see Note 1 - Accounting for Derivative
Instruments and Hedging Activities.

Market Risk Sensitivity

Substantially all financial instruments and positions held by FPL Group and FPL described below are held for purposes other
than trading. Market risk is measured as the potential loss in fair value resulting from hypothetical reasonably possible
changes in interest rates, equity prices or commodity prices over the next year.

Interest rate risk - The special use funds of FPL include restricted funds set aside to cover the cost of storm damage and for
the decommissioning of FPL's nuclear power plants. A pertion of these funds is invested in fixed income debt securities
carried at their market value of approximately $1.002 billion and $847 million at December 31, 2000 and 1999, respectively.
Adjustments to market value result in a corresponding adjustment to the related liability accounts based on current regulatory
treatment. Because the funds set aside for storm damage could be needed at any time, the related investments are generally
more liquid and, therefore, are less sensitive to changes in interest rates. The nuclear decommissioning funds, in contrast,
are generally invested in longer-term securities, as decommissioning activities are not expected to begin until at least 2012.
At December 31, 2000 and 1999, other investments of FPL Group include $300 million and $291 million, respectively, of
investments that are carried at estimated fair value or cost, which approximates fair value.

The following are estimates of the fair value of FPL’s and FPL Group’s long-term debt:

2000 1999
carrying Fair Ccarrying Fair
value value . _value value
(millions)
tong-term debt of FPL (@) .................n $2,642 $2,621(b) $2,204 $2,123(b)
Long-term debt of FPL Group (@) ............ $4,041 $4,080(b) $3,603 $3,518(b)

(a) Includes current maturities
(b) Based on quoted market prices for these or simitar Issues

Based upon a hypothetical 10% decrease in interest rates, the net fair value of the net liabilities would increase by
approximately $84 million ($43 million for FPL) at December 31, 2000.

Equity price risk - Included in the special use funds of FPL are marketable equity secunties carried at their market value of
approximately $511 million and $573 million at December 31, 2000 and 1989, respectively. A hypothetical 10% decrease in
the prices quoted by stock exchanges would result in a $51 million reduction in fair value and corresponding adjustment to the
related liability accounts based on current regulatory treatment at December 31, 2600.

Commodity price risk — EMT, a division of FPL, and PMI, a subsidiary of FPL Energy, purchase natural gas and oil to be
delivered in the future for use as fuel in the generation of electric power. Generation, to the extent not required for FPL's
native load customers or under contract by FPL Energy, is also sold for future delivery by EMT and PMI. To manage the risk
inherent in fluctuating commodity prices compared to the committed prices, EMT and PMI enter into commodity-based
derivative instruments (primarily swaps and futures) to mitigate this risk. The fair value of the net position in
commodity-based derivative instruments at December 31, 2000 was a negative $11 million for FPL Group and a negative $5
million for FPL. At December 31, 1999, the fair value of these instruments was insignificant. The effect of a hypothetical 40%
decrease in the price of natural gas and a hypothetical 25% decrease in the price of oll would be to change the fair value at
December 31, 2000 of these instruments to a negative $32 milhon for FPL Group and a negative $23 mullion for FPL.

ltem 7A. Quantitative and Qualitative Disclosures About Market Risk

See Management's Discussion - Market Risk Sensitivity
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Item 8. Financial Statements and Supplementary Data

INDEPENDENT AUDITORS’ REPORT

TO THE BOARD OF DIRECTORS AND SHAREHOLDERS,
FPL GROUP, INC. AND FLORIDA POWER & LIGHT COMPANY:

We have audited the consolidated financial statements of FPL Group, Inc. and of Florida Power & Light Company, listed in
the accompanying index at item 14(a)1 of this Annual Report (Form 10-K/A) to the Securities and Exchange Commission for
the year ended December 31, 2000. These financial statements are the responsibility of the respective company's
management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generaliy accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audt also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentaticn. We believe that our
audits provide a reasonable basis for our opinion.

in our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of FPL
Group, Inc. and Florida Power & Light Company at December 31, 2000 and 1999, and the results of their operations and their
cash flows for each of the three years in the period ended December 31, 2000, in conformity with accounting principles
generally accepted in the United States of America.

DELOITTE & TOUCHE LLP
Certified Public Accountants

Miami, Florida

February 9, 2001, except for the first paragraph
of Note 2, as to which the date is April 2, 2001
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FPL GROUP, INC.
CONSOLIDATED STATEMENTS OF INCOME
{millions, except per share amounts)
_Years Ended December 31
2000 1999 1998

OPERATING REVENUES - ottt tt et et aeae e e s maeae e anaaansaaeaaseemeaeenasnoaeanannn $7.,082 36,438 $6,661
OPERATING EXPENSES: .

Fuel, purchased power and interchange ............. .. .ttt 2,868 2,365 2,244

Other operations and maintenance ..............c..iiiuitiininnonneeenncnnnaenunns 1,257 1,253 ,2

LiTigation Settlement . ...o.iun ittt iaii e et - 69 -

Merger-related ... .. ... .. et 67 - -

Depreciation and amortization .......... .o ittt i i i 1,032 1,040 1,284

Impairment TOSS ON M2INE @SSELS .. ..tonnnninnnian s aiaansaasaaannaaare s - 176 -

Taxes other than TnCome TAXES . ....iiniiiiiinneine ittt 618 615 597

Total Operating EXPeMSeS .. ...t otr et eian i tian et eaaatanerarnnenanans 5,842 5,518 5,409

OPERATING INCOME .« v eveteaean s eeeeeoe et an e e e anssanensanssasoaanasaeanneneneaeanns 1,240 920 1,252
OTHER INCOME (DEDUCTIONS):

Interest Charges ... ... ... o s (278) (222) (322)

preferred stock dividends - FPL ... . . i i (15) (15) (15)

Divestiture of cable TNVESTMENTS ... ..ttt it it it e e - 257 -

1 1 T e 1 -0 93 80 28

Total other income (dedUCTionS) = MeT ...ttt iiinit et e et aanecaeiaeannneennn (200) 100 (309)

INCOME BEFORE INCOME TAXES e vvvevevsarenasnseneenanenseetoeasucnaneneanseasaseeesn 1,040 1,020 943
INCOME TAXES o+ cvvemeaeseae s e et eem e s e e e e tme it aas s iatiaatcnenan s enannenaens 336 323 279
NET TINCOME - oot et te e e eeeae et et e e e et s aea s aaa s aan s tnansasoseaeanasnannannens §__704 3 697 §_ 664
Earnings per share of common stock (basic and assuming dilution) ................... $4.14 $4.07 $3.85
Dividends per share of common sStock ... ... ... it s §$2.16 $2.08 $2.00
Average number of common shares outstanding ..............iviiiiirinenrrnnnrnnnarans 170 171 173

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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PR . . .
FPL GROUP, INC.
CONSOLIDATED BALANCE SHEETS
(millions)
December 31,
2000 1999
PROPERTY, PLANT AND EQUIPMENT: .
Electric utility plant in_service and other property $19,642 $18,474
Nuclear fuel under capital lease - NeT.......uuniiiiriiiinrnnenemnnnnenannenns 127 157
Construction work in PrOgress ... .. ... et it ittt 1,253 923
Less accumulated deqrec1at10n and amortization ......... .. iiieiiiiiiii e (11,088) (10,290)
Total property, plant and equipment -~ MET ... ..ottt n s 934 9,264
CURRENT ASSETS: .
Cash and Cash eqUIVATBNTS .. ..t i ittt ittt ittt a e s ettt o et e 129 361
Customer receivables, net of allowances of $7 each ... .. i, 637 482
DLhEr FECETVADTES ottt st e i et s ettt e u e e e s e s e et 246 61
Materials, supplies and fossil fuel inventory - at average cost ............c.cviveuiiinannnn, 370 343
peferred clause expenses 337 54
Lo 11 1 A AR 62 72
TOLAT CUFTEAT BSSES v vttt et et ese me e e e eeme e e e oaa e et e oaneenne s sanasn 1,781 1,373
OTHER ASSETS:
special use funds of FPL 1,497 1,352
L0 A= Ll R R =R o (1= 2 T - O 651 611
10 4 £ 7= 1,437 841
TOTAT OTREE 5SS o ittt it et it it et e e e e e e 3,585 2,804
FOTAL ASSETS .o oeeuee et e e atn ettt et e et e et e e e e et e e e e e e e $13,441
CAPITALIZATION: .
common shareholders’ equit $ 5,370
preferred stock of FPL w1t 226
Long-term debt_...... ... i 3.478
Total capitalization 9,074
CURRENT LIABILITIES:
COmMMErCial PAPEI .+ttt ettt e ey 1,158 339
current maturities of Jong-term debt .. .. ... e i 65 125
ACCOUNTS PAYADT@ .ottt e e 564 407
CUSTOMETS " DEPOSTES t .ttt oe vttt et e et e e sttt ettt e e e et a s et 254 284
ACCrued TNTEreSt ANd TaAXES v et oo et tntaaeanesasean et ansanaasosornarsoeenssanss 146 182
Deferred CTAUSE FOVEANUEBS ... v ittt ta e o snenensoannaesantnsoasensssesannsnnesnseenannansenns 70 116
OTREE Lot e em et en sz s nnm e e e e e e e e e et e 506 417
Total currant THabiTiBies .o i ittt it i ettt et e tiaaee s e te e i a ettt aa e 2,763 1,870
OTHER LIABILITIES AND DEFERRED CREDITS:
Accumulated deferred INCOME TAXES ...ttt tun e et ca e 1,378 1,079
peferred reguiatory credit - income taxes .. . 107 126
unamertized investment tax credits ......... 162 184
Storm and property TNSUMaNCe FBSEIVE ... .u. e et tecneennenenensssanresneennenenoneeaaes e 229 216
o 1 A 866 892
Total other 17abilities and deferred Credits . .v.e et tn ettt et eae e e ieieaaenn 2,742 2,497
COMMITMENTS AND CONTINGENCIES
TOTAL CAPITALIZATION AND LIABILITIES .... . ... iviinnnners s e e e 315,200 £12 447

The accompanying Notes to Consclidated Financial Statements are an integral part of these statements.
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FPL GROUP, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

{millions)
Years Ended December 31,
2000 1999 1998
CASH FLOWS FROM OPERATING ACTIVITIES:
NET FMCOME .« vt e te e et am e e a e e e e e et e e et e i an s s s as s acs s orse sty § 704 % 697 § 664
Adjustments to reconcile net income to net cash provided by operating activities:
pepreciation and amortization ...........uiioiiniin it 1,032 1,040 1,284
Increase (decrease) in deferred income taxes and related regulatory credit ... 283 (198) 237
peferrals under cost recovery clauses (810) 55 68
Gain on sale of cable investments ............... - (257) -
Impairment J1oss on Maine assets ...........c.c.ienioriann e - 176 -
Lo 11 Lol 17 (233) 50 (36
Net cash provided by operating activities ...........c.ieeneronnimenrennnnaennn.-n 976 1,563 1.743)
CASH FLOWS FROM INVESTING ACTIVITIES:
capital expenditures of FPL ...... ... . i (1,299) (861) (617)
Independent power TRVESTMENTS ... et v rencnnaen s ounouetotustsnsaunemsenaennnnnn. (507) (1,540) (521)
Return of investment and loan repayments - partnerships and Joint ventures ....... 24 57 220
Proceeds from The sale O0F B55BTS ...ttt ittt neanrnsssorioaeeenetsoennnneannnn 22 198 135
Lo T 1T 1= S LR (183) (26) (12)
Net cash used in investing ACTiVITIeS ...ttt it et c et (1,943) (2.172) _ (795)
CASH FLOWS FROM FINANCING ACTIVITIES:
Issuance of long-term debt ... ... . e 947 1,609 343
Retirement of long-term debt ... ... ... s (515) (584) (727)
Increase (decrease) 1in short-term debt ........ .. . i 819 229 (24)
Repurchases of COMMON STOCK ...ttt e (150) (116) (62)
Dividends ON COMMON STOCK . uu ittt vns s s iia s et easaaasataeatnacaeaeaenns (366) (355) (345)
Net cash provided by (used in) financing activities ........ O 735 783 (815)
Net increase (decrease) in cash and cash equivalents ........c.oeiiiiimnnneninnanans (232) 174 133
cash and cash equivalents at beginning of year ...... ... .. i, 361 187 54
Cash and cash equivalents at end of year ............iiiieiinirn i $ 129 $_361 § 187
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
cash paid for interest (net of amount capitalized) ..............ciiiiinaiinn, $ 301 $ 221 $ 308
Cash paid fOr TRCOME TAXES ..ottt et $ 160 $ 573 $ 463
SUPPLEMENTAL SCHEDULE OF NONCASH INVESTING AND FINANCING ACTIVITIES:
Additions to capital lease obligations .......iiiuioiieiinoinnnornonneneannneenns 5 43 $ 86 $ 34

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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FPL GROUP, INC.
CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY

(millions)
Accumulated
_Common Stock (a) Additional other Common
Aggregate Paid-In unearned Comprehensive Retained shareholders®
shares Par value Capita) Compensation Income (loss) _Earnings Equity

galances, December 31, 1997..... 182 52 $3,302 $(264) $1 $1,804

Net income ............coeean.n - - - - - 664

Repurchases of common stock .. (@3] - (62) - - -

Dividends on common stock .... - - - - - (345)

Earned compensation under ESOP - - 13 12 - -

Other ..... ...y = - (l) - - -
Balances, December 31, 1998 .... 181(b) 2 3,252 (252) 1 2,123

Net Income .......ccvvrevenens - - - - - 697

Repurchases of common stock .. (2) - (116) - - -

Dividends on common stock - - - = - (355)

Earned: compensation under ESOP - - 12 14 - -

Other comprehensive loss ..... - - - - (¢3) -

other (... it = = - (8) - -
Balances, December 31, 1999 .... 179(b) 2 3,148 (244) (1) 2,465 $5.370

Net income .......eeuiieneennn - - - - - 704

Repurchases of common stock .. (3) - (150) - - -

Dividends on common stock .... - - - - - (366)

Earned compensation under ESOP - - 12 15 - -

Oother comprehensive income ... - - - - 1 -

Other ...t i - _= 2) 9 - -
Balances, December 31, 2000 .... 176(b) 32 13,008 $¢220) 3 - $2,.803 $5.593

(a) S0 01 par value, authonzed - 300,000,000 shares, outstanding 175,766,215 and 178,554,735 at December 31, 2000 and 1999, respectively.
(b) Outstanding and unallocated shares held by the Employee Stock Ownership Plan Trust totaled 7 million, 8 million and 9 million at December 31, 2000, 1999

and 13998, respectively

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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r N *
FLORIDA POWER & LIGHT COMPANY
CONSOLIDATED STATEMENTS OF INCOME
{millions)
vears Ended December 31,
2000 1999 1998
OPERATING REVENUES « s ottt it tee e et ee e e eee e e e e e ettt it e nenanenrenenanns $6,361 $6,057 $6,366
OPERATING EXPENSES:
Fuel, purchased power and interchange .................. it 2,511 2,232 2,175
other operations and maintenance 1,062 1,089 1,163
Litigation settlement e - 69 l
Merger-related .............coiiiiinnn . . 62 - -
Depreciation and amortization ............. .. 975 989 1,249
TRCOME TAXES .+ v ee e m s e e n e et e n e s s s as i aae et ettt ecaannnesanes 351 327 356
Taxes Other Than TNCOME TAXES vt ua e e nteeneerareaeanesaenaaaeasnroeansansns 600 605 596
Total Operating EXPENSES ... ... e.teeeeneenrearsnensnerorasetioaeesrsaesnassarcnss 5,561 5,311 5,539
OPERATING INCOME 4 v i vesme e ee s s taaesaanonssamnnnnsasssaesessssatssnsnnetnionnnenenns 800 746 827
OTHER INCOME (DEDUCTIONS):
INTEreST ChAPgES &ttt ittt it e e e ce e ia e et iie e a e aaaetanaeianstnoes (176) (163) (196)
Fo R 113 B | T3 O R -
Fotal other deduCtions — MBT ..ot iint et et et ie i n et eaneannerarnnenrns (17 ) (155) (196)
NET INCOME .+ v v e e e e e e e et e e e e e e e e e et et e e e ae e et e e eae e e a s aaanenenens 622 591 631
PREFERRED STOCK DIVIDENDS ot iuttatesceo e it enetsatenenneananeenanansonassnnensss 1s 15 15
NET INCOME AVATILABLE TO FPL GROUP, INC. ... untttrninnnantaennnseonnneantnnnnnnnnns 3 607 5578 $ 616

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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FLORIDA POWER & LIGHT COMPANY
CONSOLIDATED BALANCE SHEETS
(miliions)
December 31,
000 1999
ELECTRIC UTILITY PLANT:
I L T Y] o $18,073 $17,556
tess accumulated depreCTialion . ... ittt ottt ettt a et e e e e e (10,919) (10,184)
NET . oiiienneiennns 4 e e e e e e e ee s 7,154 7.372
NucTear fuel under capital 1ease — NeL. . ...ttt in i et te i i et e tna e e e nnnesn 127 157
CONSTrUCTTON WOTK TN PrOGI@SS Lttt ettt et tae et ia st siime et iiiee et annannnns 833 449
ETectric utiTity Plant = ML ..ttt ittt e et et ettt e et e ettt ee e e eeaes 8.114 7,878
CURRENT ASSETS: .
Cash and Cash BQUIVATEMES .ttt ittt e et esee e e r et aeenan e e anes s eene et 66 -
customer receivables, net of allowances of §7 @aCh .....oviviiiiinurinenennnanenn. 489 433
Other receivables ... .. . i i i e e e 157 36
Materials, supplies and fossil fuel inventory - at average cost 313 299
Deferred ClaUsS e BXPEMS S ottt i it e e et e e et e et e ettt ettt et e aean e et e e 337 54
{03 o 1 - 54 71
RS =N B (T T o o= B - LY 1,416 893
OTHER ASSETS:
special Use FUNAS . ...t i e e et e e 1,352
(01 o 7= 385
B e R e of U= ol EoF Y - 1,737
107 TR 31 < 15 $10,608
CAPITALIZATION: )
Common shareholder’'s equity ................c.covuun..nn. § 4,793
Preferred stock without sinking fund reguirements .. 226
Long-term debt .. ... e b e et 2.079
Total Capitaldzation ... .o e e e e e e 7 . 098
CURRENT LIABILITIES:
Lo Y o I - -V = o 560 94
Current maturities of Jong-term debt ... ... . i e e 65 125
ACCOUNTS PaYab e ... e e e 458 379
CustOmers' dePOSTLS ..ttt e i e e e e 254 284
Accrued TNTErest and TAXES ...ttt it ettt ae et aa e ia e te s a et e et 127 137
Deferred ClaUsSe FeVEMUES ...ttt et ee it sttt ettt c s tnn e aesanaeneens 70 116
other ............. T T .. 408 298
Total current liabilities 1,942 1,433
OTHER LIABILITIES AND DEFERRED CREDITS:
Accumulated deferred InCOME TAXES ... .. ...ttt it i e 1,084 802
Deferred regulatory credit - TNCOME TAXES . ... ...t ieun e ettt iar i aa e ie e ireennn 107 126
Unamortized investment Ttax Credits ... .uu.eeuntie ittt i, 162 184
Storm and property TNSUFaNCE FeSEIVE L L ittt iyttt et et ee e ie e ettt e e 229 216
L0 1 661 749
Total other liabilities and deferred credits ......c.iiiit i e 2,243 2,077
COMMITMENTS AND CONTINGENCIES
TOTAL CAPITALIZATION AND LIABILITIES ... ot titneeoeneseee s e e et temteeme et et e e 312,020 $10,608

The accompanying Notes to Consolidated Financial Statements are an integral par of these statements,
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FLORIDA POWER & LIGHT COMPANY
CONSOLIDATED STATEMENTS OF CASH FLOWS
(millions)

Years Ended December 31,
2000 1999 1998

CASH FLOWS FROM OPERATING ACTIVITIES:
L o 1 oo - $ 622 $ 591 $ 631

Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation and amortization ............... ... ...l i, 975 989 1,249
Increase (decrease) in deferred income taxes and related
FegUTALORY Credit .ottt ittt it ot e et e et e et e e e a e e e rnrnsenns 262 (105) (202)
peferrals under cost recovery Clalses .. ... ...tieitnnnennenneenenonennnns (810) 55 68
T Lo =T o T (200) (31) (28)
Net cash provided by operating activities ...........ciiiiiiiiniieennennnnn 849 1,499 1,718
CASH FLOWS FROM INVESTING ACTIVITIES:
CaﬁitaT L3 o T=1 2 1o R o =3 (1,299 (861) (617)
(034 1= e 1T 100) (52} (80)
Net cash used in investing activities ......... ...ttt eiiinrnnrninnannnnn (1,399) (913) (697)
CASH FLOWS FROM FINANCING ACTIVITIES:
Issuance of long-term debt ... . ... . e it 947 224 197
Retirement of Jong-term debt ... ... ... . ... .. i (515} (455) (389)
Increase (decrease) in commercial Paper . ...ttt ittt ittt 466 94 (40)
Capital contributions from FPL Group, INC. .......inrerianeinnninrnonnnonsons 400 - -
DIVIAENAS . e e e e e (682) 60 (640)
Net cash provided by (used 3n) financing activities ............ .o, 616 (738) (872)
Net increase (decrease) in cash and cash equivalents .............cceciivniennnnn, 66 (152) 149
cash and cash equivalents at beginning of year ............. i ivirenainnnnnn. - 152 3
cash and cash equivalents at end of year ......ciiitiiin ittt it e § __f©b 5 - $ 152
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Cash paid for TNterest ... ..ttt ittt et e et raaa s entonnnnns $ 175 § 171 $ 181
Cash paid for TnCOmMe taXeS ... ...ttt it aat st n st $ 131 $ 503 $ 510
SUPPLEMENTAL SCHEDULE OF NONCASH INVESTING AND FINANCING ACTIVITIES:
Additions to capital Tease obligations ............ ... ... ... .. i, S 43 $ 86 $ 34
Transfer of net assets to FPL FiberNet, LLC ... ...inoininieernnreenncanannnnn $ 100 $ - $ -

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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FLORIDA POWER & LIGHT COMPANY
CONSOLIDATED STATEMENTS OF SHAREHOLDER’S EQUITY

(millions)
Common

Stock (a)
Balances, December 31, 1997 ........itiiiiiinnnnnn. $1,373
Net income available to FPL Group, Inc. ........... -
Dividends to FPL Group, INC. ...cteennennennnnennn. -
[0 ) 7= -
Balances, December 31, 1998 ... ........ .. ... 1,373
Net income available to FPL Group, INC. ........... -
Dividends to FPL Group, INC. ......tiuuniiiennnnnnns -
Balances, December 31, 1999 ......... .. ... vvriinnn. 1,373
Net income available to FPL Group, Inc. ........... -
Capital contributions from FPL Group, Inc. ........ -
pividends to FPL Group, Inc. (b) .................. N
Balances, December 31, 2000 .......... ... ... ... ..., 11,373

(a) Common stock, no par value, 1,000 shares authorized, 1ssued and outstanding
{b) Includes transfer of net assets to FPL FiberNet, LLC totaling approximately $100 mitlion

Additional
Paid-In capital

$2,566

i Common
Retained shareholder’s
Earnings Equity

$ 875

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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FPL GRCUP, INC. AND FLORIDA POWER & LIGHT COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Years Ended December 31, 2000, 1999 and 1998

1. Summary of Significant Accounting and Reporting Policies

Basis of Presentation - FPL Group, Inc.'s (FPL Group) operations are conducted primanly through Florida Power & Light
Company (FPL) and FPL Energy, LLC (FPL Energy). FPL, a rate-regulated public utility, supplies electric service to
approximately 3.8 million customers throughout most of the east and lower west coasts of Fiorida. FPL Energy invests in
independent power projects through both controlled and consolidated entities and non-controlling ownership interests in joint
ventures accounted for under the equity method.

The consolidated financial statements of FPL Group and FPL include the accounts of their respective majority-owned and
controlled subsidiaries. Ali significant intercompany balances and transactions have been eliminated in consolidation. Certain
amounts included in prior years’ consolidated financial statements have been reclassified to conform to the current year's
presentation. The preparation of financial statements requires the use of estimates and assumptions that affect the reported
amounts of assets, liabilities, revenues and expenses and the disclosure of contingent assets and liabilities. Actual resuits
could differ from those estimates.

Regulation - FPL is subject to regulation by the Flonda Public Service Commission (FPSC) and the Federal Energy
Regutatory Commission (FERC). lts rales are designed to recover the cost of providing electric service to its customers
including a reasonable rate of return on invested capital. As a result of this cost-based regulation, FPL follows the accounting
practices set forth in Statement of Financial Accounting Standards No. (FAS) 71, "Accounting for the Effects of Certain Types
of Regulation." FAS 71 indicates that regulators can create assets and impose liabilities that would not be recorded by
unregulated entities. Regulatory assets and liabilities represent probable future revenues that will be recovered from or
refunded to customers through the ratemaking process. The continued applicability of FAS 71 is assessed at each reporting
period.

In the event that FPL's generating operations are no longer subject to the provisions of FAS 71, portions of the existing
regulatory assets and liabilities that relate to generation would be written off unless regulators specify an alternative means of
recovery or refund. Further, other aspects of the business, such as generation assets and long-term power purchase
commitments, would need to be reviewed to assess their recoverability in a changed regulatory environment. The principal
regulatory assets and liabilties are as follows:

December 31,

Assets (included in other assets):

Unamortized debt reacqUISTTIOn COSTS .ottt ittt ittt et et e ittt st ettt eiaeeaenen $ 18 $ 12
peferred Department of ENErgy aSSESSMENT .. ...ttt it e et iet et in e e aeaaaer i neans $ 35 $ 39
vnder-recovered fuel COSTS (NONCUPTENT POTFTION) L ottt on ettt it ettt a ettt e e e 3259 5 -
Litigation settlement (See NOTE 12) ...ttt it ittt et inn i $223 $ -
LiabiTities: . .
pDefarred regulatory credit - INCOME TAXES ...t iutinaneun ittt ittt e s e e i e 5107 $126
unamortized investment tax Craedits ... ... ittt e e e e $162 $184
storm and property insurance reserve (see Note 13 - INSUFANCE) ... ... ovinnrnnnennnnnnnn.. $229 $216

The amounts presented above exclude clause-related regulatory assets and liabilities that are recovered or refunded over the
next twelve-month period. These amounts are included in deferred clause expenses and deferred clause revenues in the
consolidated balance sheets. At December 31, 2000, under-recovered fuel costs totaled $596 million, $337 million of which
is included in deferred clause expenses and $259 million, the noncurrent portion, is included in other assets. At December
31, 1999, under-recovered fuel costs totaled $54 million and are included in deferred clause expenses. As part of the annual
fuel filing for 2001, the FPSC approved FPL’s request to recover $518 million of the under-recovered fuel costs over a two-
year period beginning January 2001, rather than the typical one-year time frame. FPL has also agreed that instead of
receiving a return at the commercial paper rate on this unrecovered portion through the fuel and purchased power cost
recovery clause (fuel clause), the under-recovery will be included as a rate base regulatory asset over the two-year recovery
period. Actual under-recovered fuel costs through December 31, 2000 exceeded the estimates made earlier in the year by
$78 million, and in February 2001, FPL requested the FPSC to approve a fuel adjustment increase effective Apnt 2001 to
recover the additional $78 million of under-recovered fuel costs.

Over half of the states, other than Flonda, have enacted legislation or have state commissions that issued orders designed to
deregulate the production and sale of electricity By allowing customers to choose therr electricity supplier, deregulation is
expected to result in a shift from cost-based rates to market-based rates for energy production and other services provided to
retail customers. Simifar initiatives are also being pursued on the federal level Although the legisiation and intatives vary
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substantially, common areas of focus include when market-based prcing wili be available for wholesale and retail customers,
what existing prudently incurred costs in excess of the market-based price will be recoverable and whether generation assets
should be separated from transmission, distribution and other assets. It is generally believed transmission and distribution
activities would remain regulated.

In 2000, the Governor of Florida signed an executive order creating the Energy 2020 Study Commission to propose an
energy plan and strategy for Florida. The order required that recommendations be made to the legislature and Governor by
December 1, 2001. The commission chose to split the energy study between whoiesale and retail competition. In January
2001, the commission issued an interim report containing a proposal for restructuring Florida’s wholesale market for
electricity. The proposal recommends the removal of statutory barriers to entry for merchant plants and, according to the
report, provides a transition to a “level playing field” for all generating assets. Under the commission’s proposal, investor-
owned utilities such as FPL would establish, and transfer their generating assets to, affiliated exempt wholesale generators,
which would also construct and operate new generating assets. The investor-owned load-serving utilities, such as FPL,
would acquire energy resources through competitive bidding, negotiated contracts or from the short-term (spot) market.
Purchases from affiliated exempt wholesale generators would be pursuant 1o a competitive bidding process. The proposal
includes a number of features, including a three-year retail base rate freeze. The proposal may be addressed in the next
legisiative session which takes place in March through May 2001. In addition, the FERC has jurisdiction aver potential
changes which could affect competition in wholesale transactions. The commission will now consider recommendations for
the retail market.

In 1999, the FERC issued its final order on regional transmission organizations (RTOs). RTOs, under a variety of structures,
provide for the independent operation of transmission systems for a given geographic area. The final order establishes
guidelines for public utilities to use in considering and/or developing plans to initiate operations of RTOs by December 15,
2001. In October 2000, FPL, together with Fiorida Power Corporation and Tampa Electric Company, filed a joint proposal to
form a fully independent for-profit transmission company that would be responsible for the transmission lines that carry
electricity from power plants primarily within the state to substations in Florida. The October filing was supplemented by a
December 2000 filing that provided certain operationa! details of the proposed RTO.

Under the proposed form of RTQ, FPL would contribute its transmission assets to an independent transmission company,
GridFlorida LLC (GridFlorida), that would own and operate the system. A separate corporation would be formed to own the
voting interest in and manage GridFlorida. In return for its transmission assets, FPL would receive a non-voting ownership
interest in GridFlorida, which could be exchanged for non-voting stock of the managing corporation. FPL would account for
its interest in GridFlorida using the equity method.

Revenues and Rates - FPL's retail and wholesale ullity rate schedules are approved by the FPSC and the FERC,
respectively. FPL records unbilled base revenues for the estimated amount of energy delivered to customers but not yet
billed. Unbilled base revenues are included in customer receivables and amounted to $137 million and $130 million at
December 31, 2000 and 1999

projects is sold through power sales agreements with utilities and revenue is recorded on a delivered basis.

In 1999, the FPSC approved a three-year agreement among FPL, the State of Florida Office of Public Counsel (Public
Counsel), The Florida Industrial Power Users Group (FIPUG) and The Coalition for Equitable Rates (Coalition) regarding
FPL's retail base rates, authorized regulatory return on common equity (ROE), capital structure and other matters. The
agreement, which became effective April 15, 1999, provides for a $350 millton reduction in annual revenues from retail base
operations allocated to all customers on a cents-per-kilowatt-hour basis. Additionally, the agreement sets forth a revenue
sharing mechanism for each of the twelve month periods covered by the agreement, whereby revenues from retail base
operations in excess of a stated threshold are required 1o be shared on the basis of two-thirds refunded to retail customers
and one-third retained by FPL. Revenues from retail base operations in excess of a second threshold are required to be
refunded 100% to retail customers.

The refund thresholds are as follows:
Twelve Manths Ended

April 14,
2000 2001 2002

(millions)
66 2/3% TO CUSTOMEIrS .. .vviv woviinnnenennn 33,400 $3,450 $3,500
100% tO CUSTOMEFLS oot ot it eeatenns s $3,556 $3,606 33,656

The accrual for the refund associated with the revenue sharing mechanism is computed monthly for each twelve-month
period of the rate agreement. At the beginning of each twelve-month period, planned revenues are reviewed to determine if it
is probable that the threshold will be exceeded. If so, an accrual is recorded each month for a portion of the anticipated
refund based on the relative percentage of year-to-date planned revenues to the total estimated revenues for the twelve-
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month period, plus accrued interest. In addition, if in any month actual revenues are above or below planned revenues, the
accrual is increased or decreased as necessary to recognize the effect of this variance on the expected refund amount. The
annual refund (including interest} is paid to customers as a credit to their June electric bill. As of December 31, 2000 and
1999, the accrual for the revenue refund was approximately $57 million and $20 million, respectively.

The agreement also lowered FPL’s authorized regulatory ROE range to 10% - 12%. During the term of the agreement, the
achieved ROE may from time to time be outside the authorized range, and the revenue sharing mechanism described above
is specified to be the appropriate and exclusive mechanism to address that circumstance. For purposes of calculating ROE,
the agreement establishes a cap on FPL's adjusted equity ratio of 55.83%. The adjusted equity ratio reflects a discounted
amount for off-balance sheet obligations under certain long-term purchased power contracts. Finally, the agreement
established a new special depreciation program (see Electric Plant, Depreciation and Amortization) and includes provisions
which limit depreciation rates and accruals for nuclear decommissioning and fossil dismantlement costs to currently approved
levels and limit amounts recoverable under the environmental compliance cost recovery clause during the term of the
agreement.

The agreement states that Public Counsel, FIPUG and Coalition will neither seek nor support any additional base rate
reductions during the three-year term of the agreement unless such reduction is initiated by FPL. Further, FPL agreed to not
petition for any base rate increases that would take effect during the term of the agreement.

FPL’s revenues include amounts resulting from cost recovery clauses, certain revenue taxes and franchise fees. Cost
recovery clauses, which are designed to permit full recovery of certain costs and provide a return on certain assets utilized by
these programs, include substantially all fuel, purchased power and interchange expenses, conservation- and environmental-
related expenses and certain revenue taxes. Revenues from cost recovery clauses are recorded when billed; FPL achieves
matching of costs and related revenues by deferring the net under- or over-recovery. Any under-recovered costs or over-
recovered revenues are collected from or returned to customers In subsequent periods. See Regulation.

Electric Plant, Depreciation and Amortization — The cost of additions to units of utility property of FPL and FPL Energy is
added to electric utility plant. In accordance with regulatory accounting, the cost of FPL's units of utility property retired, less
net salvage, is charged to accumulated depreciation. Maintenance and repairs of property as well as replacements and
renewals of items determined to be less than units of utility property are charged to other operations and maintenance (O&M)
expenses. At December 31, 2000, the generating, transmission, distribution and general facilties of FPL represented
approximately 45%, 13%, 36% and 6%, respectively, of FPL’s gross investment in electric utility plant in service. Substantially
all electric utility plant of FPL is subject to the lien of a mortgage securing FPL'’s first mortgage bonds.

Depreciation of electric property is primanly provided on a straight-line average remaining life basis. FPL includes in
depreciation expense a provision for fossil plant dismantlement and nuclear plant decommissioning {see Decommissioning
and Dismantlement of Generating Plant). For substantially all of FPL’'s property, depreciation studies are performed and filed
with the FPSC at least every four years. In Aprit 1999, the FPSC granted finai approvai of FPL's most recent depreciation
studies, which were effective January 1, 1998. The weighted annual composite depreciation rate for FPL’s electric plant in
service was approximately 4.2% for 2000, 4.3% for 1999 and 4.4% for 1998, excluding the effects of decommissioning and

dismantlement. Further, these rates exclude the special and plant-related deferred cost amortization discussed below.

The agreement that reduced FPL's base rates (see Revenues and Rates) also allows for special depreciation of up to $100
million, at FPL’s discretion, in each year of the three-year agreement period to be applied to nuclear and/or fossil generating
assets. Under this new depreciation program, FPL recorded $100 million of special depreciation in the first twelve-month period
and $71 million through December 31, 2000 of the second twelve-month period. On a fiscal year basis, FPL recorded
approximately $101 million and $70 million of special depreciation in 2000 and 1999, respectively. The new depreciation program
replaced a revenue-based special amortization program whereby FPL recorded as depreciation and amortization expense a fixed
amount of $9 million in 1999 and $30 million in 1998 for nuclear assets. FPL also recorded under the revenue-based special
amortization program variable amortization based on the actual level of retail base revenues compared to a fixed amount. The
variable amounts recorded in 1999 and 1998 were $54 million and $348 million, respectively. The 1998 variable amount
ncludes, as depreciation and amortization expense, $161 million for amortization of regulatory assets. The remaining variable
amounts were applied against nuclear and fossil production assets. Additionally, FPL completed amortization of certain plant-
related deferred costs by recording $24 million in 1998. These costs are considered recoverable costs and are monitored
through the monthly reporting process with the FPSC.

Nuclear Fuel — FPL leases nuclear fuel for all four of its nuclear units. Nuclear fuel lease expense was $82 million, $83
million and $83 million in 2000, 1999 and 1998, respectively. Included in this expense was an interest component of $9
million, $8 mitlion and $9 million in 2000, 1999 and 1998, respectively. Nuclear fuel lease payments and a charge for spent
nuclear fuel disposal are charged to fuel expense on a unit of production method. These costs are recovered through the fuel
clause. Under certain circumstances of lease termination, FPL is required to purchase all nuciear fuel in whatever form at a
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purchase price designed to allow the lessor to recover its net investment cost in the fuel, which totaled $127 million at
December 31, 2000. For ratemaking, these leases are classified as operating leases. For financial reporting, the capital
lease obligation is recorded at the amount due in the event of lease termination.

Decommissioning and Dismantlement of Generating Plant — FPL accrues nuclear decommissioning costs over the expected
service life of each unit. Nuclear decommissioning studies are performed at least every five years and are submitted to the
FPSC for approval. In January 2001, FPL filed updated nuclear decommissioning studies with the FPSC. These studies
assume prompt dismantlement for the Turkey Point Units Nos. 3 and 4 with decommissioning activities commencing in 2012
and 2013, respectively. Current plans call for St. Lucie Unit No. 1 to be mothballed beginning in 2016 with decommissioning
activities to be integrated with the prompt dismantlement of St. Lucie Unit No. 2 beginning in 2023. These studies also
assume that FPL will be storing spent fuel on site pending removal to a U.S. government facility. The studies, which are
pending FPSC approval, indicate FPL’s portion of the ultimate costs of decommissioning its feur nuclear units, including costs
associated with spent fuel storage, to be $6.8 billion. Decommissioning expense accruals included in depreciation and
amortization expense, were $85 million in each of the years 2000, 1999 and 1998. FPL's portion of the ultimate cost of
decommissioning its four units, expressed in 2000 dollars, is currently estimated to aggregate $1.8 billion. At December 31,
2000 and 1999, the accumulated provision for nuclear decommissioning totaled approximately $1.5 billion and $1.4 billion,
respectively, and is included in accumulated depreciation. See Electric Plant, Depreciation and Amortization.

Similarly, FPL accrues the cost of dismantling its fossil fuel plants over the expected service life of each unit. Fossil fuel plant
dismantlement studies are performed and filed with the FPSC at least every four years. Fossil fuel plant dismantlement
studies were filed in September 1998 and were effective January 1, 1999. The dismantlement studies indicated an estimated
reserve deficiency of $38 million, which was recovered through the special amortization program. Fossil dismantlement
expense was $14 million in 2000 and $17 million in each of the years 1999 and 1998, and is included in depreciation and
amortization expense. FPL's portion of the ultimate cost to dismantle its fossil units is $482 million. At December 31, 2000
and 1999, the accumulated provision for fossil dismantlement totaled $246 million and $232 million, respectively, and is
included in accumulated depreciation. See Electric Plant, Depreciation and Amortization.

Restricted trust funds for the payment of future expenditures to decommission FPL’s nuclear units are included in special use
funds of FPL. Securities held in the decommissioning fund are carried at market value with market adjustments resulting in a
corresponding adjustment to the accumulated provision for nuclear decommissioning. See Note 4 — Special Use Funds.
Contributions to the funds are based on current period decommissioning expense. Additionally, fund earnings, net of taxes
are reinvested in the funds. The tax effects of amounts not yet recognized for tax purposes are included in accumulated
deferred income taxes.

Accrual for Major Maintenance Costs — Consistent with regulatory treatment, FPL’s estimated nuclear maintenance costs for
each nuclear unit's next planned outage are accrued over the period from the end of the last outage to the end of the next
planned outage. The accrual for nuclear maintenance costs at December 31, 2000 and 1999 totaled $31 million and $42
million, respectively, and is included in other liabilities. Any difference between the estimated and actual costs are included in
0&M expenses when known.

FPL Energy's estimated major maintenance costs for each unit's next planned outage are accrued over the period from the
end of the last outage to the end of the next planned outage. The accrual for FPL Energy’s major maintenance costs totaled
$33 million at both December 31, 2000 and 1999. Any difference between the estimated and actual costs are included in
O&M expenses when known.

Construction Activity — In accordance with FPSC guidelines, FPL has elected not to capitalize interest or a return on common
equity on construction projects. The cost of these construction projects is allowed as an element of rate base. FPL Group’s
unregulated operations capitalize interest on construction projects.

Storm and Property Insurance Reserve Fund (storm fund) — The storm fund provides coverage toward storm damage costs
and possible retrospective premium assessments stemming from a nuclear incident under the various insurance programs
covering FPL’s nuclear generating plants. Securities held in the fund are carried at market value with market adjustments
resulting in a corresponding adjustment to the storm and property insurance reserve. See Note 4 — Special Use Funds and
Note 13 - Insurance. Fund earnings, net of taxes, are reinvested in the fund. The tax effects of amounts not yet recognized
for tax purposes are included in accumulated deferred income taxes.

Other Investments — Included in other investments is FPL Group’s participation in leveraged leases of $154 million at both
December 31, 2000 and 1999. Additionally, other investments include notes receivable and non-controlling non-majority
owned interests in partnerships and joint ventures, essentially all of which are accounted for under the equity method. See
Note 4.
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Impairment of Long-Lived Assets - FPL Group evaluates on an ongoing basis the recoverability of its assets and related
intangible assets for impairment whenever events or changes in circumstances indicate that the carrying amount may not be
recoverable as described in FAS 121, “Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to be
Disposed Of.” See Note 10.

Cash Equivalents — Cash equivalents consist of short-term, highly liquid investments with original maturities of three months
or iess.

Retirement of Long-Term Debt — The excess of FPL’s reacquisition cost over the book value of long-term debt is deferred and
amortized to expense ratably over the remaining life of the original issue, which is consistent with its treatment in the
ratemaking process. See Regulation. FPL Group Capital Inc (FPL Group Capital) expenses this cost in the period incurred.

Income Taxes — Deferred income taxes are provided on all significant temporary differences between the financial statement
and tax bases of assets and liabilities. FPL is included in the consolidated federal income tax return filed by FPL Group. FPL
determines its income tax provision on the "separate return method.” The deferred regulatory credit -- income taxes of FPL
represents the revenue equivalent of the difference in accumulated deferred income taxes computed under FAS 109,
“Accounting for Income Taxes,” as compared 1o regulatory accounting rules. This amount is being amortized in accordance
with the regulatory treatment over the estimated lives of the assets or liabilities which resulted in the initial recognition of the
deferred tax amount. Investment tax credits (ITC) for FPL are deferred and amortized to income over the approximate lives of
the related property in accordance with the regulatory treatment.

Energy Trading ~ FPL and FPL Energy engage in limited energy trading activities to optimize the value of electricity and fuel
contracts, as well as generating facilities. These activities are accounted for at market value. There were no significant open
positions in trading activities at December 31, 2000 or 1999. Substantially all of the effects of FPL's trading activities are
reported net and passed through to customers in the fuel clause or capacity cost recovery clause (capacity clause). FPL
Energy's trading activities are reflected gross in operating revenues and fuel expense in the consolidated statements of
incame.

Accounting for Derivative Instruments and Hedging Activities — Effective January 1, 2001, FPL Group and FPL adopted FAS 133,
“Accounting for Derivative Instruments and Hedging Activities,” as amended by FAS 138, “Accounting for Certain Derivative
Instruments and Certain Hedging Activities.” The statement establishes accounting and reporting standards requiring that every
derivative instrument (including certain derivative instruments embedded in other contracts) be recorded in the balance sheet as
either an asset or liability measured at its fair value. The statement requires that changes in the derivatives’ fair value be
recognized currently in earnings unless specific hedge accounting criteria are mel. In January 2001, FPL recorded an initial
adjustment to record the fair values of instruments not previously reported on the balance sheet, resulting in derivative liabilities of
$5 million, with the net offsetting amount recorded as a deferred regulatory asset. Subsequent changes in the fair values of
FPL's derivative instruments will also be deferred in a regulatory asset or liability until the contracts are settled. Upon settlement,

any gains or Josses will be passed through the fuel and capacity clauses,

In addition to the amounts recorded by FPL, in January 2001 FPL Energy recorded an initial adjustment to record derivative
assets of $37 million, derivative liabilities of $35 million and an increase in investments of $11 million. For those contracts where
hedge accounting is applied, the adoption of the new rules resulted in a credit of $10 million to other comprehensive income (in
stockholders’ equity) for FPL Group. FPL Group recorded a $2 million loss as the cumulative effect on FPL Group’s eamings of a
change in accounting principle representing the effect of those derivative instruments for which hedge accounting was not
applied.

In December 2000, the Financial Accounting Standards Board's Derivatives Implementation Group (DIG) discussed several
issues related to the power generation industry, but did not reach conclusions on those issues. The ultimate resolution of these
issues could result in a requirement to mark certain of FPL Group’s power and fuel agreements to their fair market values each
reporting period. If these agreements are required to be treated as derivative instruments, the new accounting would first be
applied in the quarter following final resolution of the issues. At this time, management is unable to estimate the effects on the
financial statements of any future decisions of the Financial Accounting Standards Board or the DIG.

2. Merger

In July 2000, FPL Group and Entergy announced a proposed merger, which was approved by the shareholders of the
respective companies in December 2000. Subsequently, a number of factors led FPL Group to conclude the merger would
not achieve the synergies or create the shareholder value originally contemplated when the merger was announced. As a
result, on April 1, 2001, FPL Group and Entergy mutually terminated the merger agreement. Both companies agreed that no
termination fee is payable under the terms of the merger agreement as a result of this termination. A fee will be payable by
FPL Group or Entergy, however, if either agrees with another party to a comparable transaction prior to January 2002. Each
company will bear its own merger-related expenses.

31



[ « [ v,

) ‘ FPL GROUP, INC. AND FLORIDA POWER & LIGHT COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

In 2000, FPL Group recorded $67 million in merger-related expenses of which FPL recorded $62 million ($38 million after-
tax), FPL Energy recorded $2 million ($1 million after-tax) and Corporate and Other recorded $3 million {$2 million after-tax).

3. Employee Retirement Benefits

FPL Group and its subsidiaries sponsor a noncontributory defined benefit pension plan and defined benefit postretirement
plans for health care and iife insurance benefits (other benefits) for substantially all employees. The following tables provide
a reconciliation of the changes in the plans’ benefit obligations, fair value of assets and a statement of the funded status:

Pension Benefits Other Benefits
2000 1999 2000 1999

(millions)

Chan?e in benefit obligation:

obTligation at october 1 of prior year ............oiiennnnns $1,178 $1,173 § 335 $ 345
SErvICe COST vviniernneonnnnmananns .. .. 44 46 5 6
Interest COST ............ 77 71 22 21
pParticipant contributions .. - - 1 2
Plan amendments ................. . .. 6 - - -
Actuarial (gains) 7osses - net ............iiiiiiiiiani..n (20) (38) 4 24)
ACQUISTTIONS ottt ety - 4 - 2
Benefit PAYMeNTS ..c...ivtuntni e tniaaaannss (80) (78) a7 an
obligation at September 30 ........ ... it 1,205 1.178 __ 350 335
Change in_plan assets:
Fair value of plan assets at October 1 of prior year ....... 2,555 2,329 111 115
Actual return on plan aSSETS ......everirtnnniiaan s 284 310 7 12
pParticipant contributions .........c..oei.iiiiiiiaiiiiie - - 1 2
Benefit payments and €XPANSES ... ......ovcrnrnunenerenennnnn (89) (84) 21) (18)
Fair value of plan assets at September 30 .................... 2,750 2,555 98 111
Funded Status:
Funded status at September 30 ............... ... i 1,545 1,377 (252) (224)
Unrecognized prior service €oST .....u.uvvveernrinnnnnnannnnn (76) (89) - -
unrecognized transition (asset) obligation ................. (93) (117) 42 45
unrecognized (gain) TOSS ... ...ttt s %993) (300) 15 7
prepaid (accrued) benefit cost at FPL Group at December 31 . § 271 $(19%) 3 A7
prepaid (accrued) benefit cost at FPL at December 31 ....... $_371 3263 $0191) $_(168)

The following table provides the components of net periodic benefit cost for the plans:

Pension Benefits Other Benefits
Years eEnded December 31 Years Ended December 31,
2000 1999 1998 2000 1899 1998

(millions)

SEIVICE COST v iee it iaee s anetseaennanrsrnnans 5§ 44 $ 46 $ 45 3 5 s 6 3 6
INEErEST COST v veeunme oo an ettt icnan e 77 71 75 21 21 21
Expected return on plan assets ............... (172} (156) (149) (€] (7) (8)
Amortization of transition (asset) obligation. (23) (23) (23) 4 3
Amortization of ?rior service Cost ........... (7 (8) 8) - - -
Amortization of losses (gains) ............... 31 (22) 1 - 1 1
gffect of Maine acquisition .................. - - - - 2 -
Net perjodic (benefit) cost at FPL Group ..... $(12) § (92) 3 (8D 3 23 3 26 3§ 23
Net perjodic (benefit) cost at FPL ........... 3¢108) 3_(89) 3 (3O) § 23 § 23 $ 23

The weighted-average discount rate used in determining the benefit obligations was 6.75% and 6.5% for 2000 and 1999,
respectively. The assumed level of increase in future compensation levels was 5.5% for all years. The expected long-term
rate of return on plan assets was 7.75% for all years.

Based on the current discount rates and current heaith care costs, the projected 2001 trend assumptions used to measure
the expected cost of benefits covered by the plans are 5.8% for persons up to age 65 and 5.4% thereafter. The rate is
assumed to decrease over the next two years to the ultimate trend rate of 5% for all age groups and remain at that level
thereafter.

Assumed health care cost trend rates can have a significant effect on the amounts reported for the health care plans. A 1%

increase or decrease in assumed health care cost trend rates would have a corresponding effect on the service and interest
cost components and the accumulated obligation of other benefits of approximately $1 million and $13 million, respectively.
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4. Financial Instruments

The carrying amounts of cash equivalents and commercial paper approximate their fair values. At December 31, 2000 and
1999, other investments of FPL Group include $300 million and $291 million, respectively, of investments that are carried at
estimated fair value or cost, which approximates fair value. The following estimates of the fair value of financial instruments
have been made using available market information and other valuation methodologies. However, the use of different market
assumptions or methods of valuation could result in different estimated fair values.

December 31,

2000 . 1999
carrying Estimated carrying Estimated
Amount Fair value Amount Fair value

(millions)

Long-term debt of FPL, including current maturities .......... $2,642 $2,621(a) §2,204 $2,123(a)
Long-term debt of FPL Group, including current maturities .... 34,041 3$4,080(a) $3,603 $3,518Ca)

(a) Based on quoted market prices for these or similar issues

Special Use Funds - The special use funds consist of storm fund assets totaling $140 million and $131 million, and
decommissioning fund assets totaling $1.357 billion and $1.220 billion at December 31, 2000 and 1999, respectively.
Securities held in the special use funds are carried at estimated fair value based on quoted market prices. The nuclear
decommissioning fund consists of approximately 40% equity securities and 80% municipal, government, corporate and
morgage- and other asset-backed debt securities with a weighted-average maturity of approximately nine years. The storm
fund primarily consists of municipal debt securities with a weighted-average maturity of approximately four years. The cost of
securities sold is determined on the specific identification method. The funds had approximate realized gains of $8 million
and approximate realized losses of $15 million in 2000, $32 million and $22 million in 1999 and $24 million and $4 million in
1998, respectively. The funds had unrealized gains of approximately $258 million and $286 miltion at December 31, 2000
and 1999, respectively; the unrealized losses at those dates were approximately $4 million and $17 million. The preceeds
from the sale of securities in 2000, 1999 and 1998 were approximately $2.0 billion, $2.7 billion and $1.2 billion, respectively.

5. Common Stock

Common Stock Dividend Restrictions - FPL Group’s charter does not limit the dividends that may be paid on its common
stock. As a practical matter, the ability of FPL Group to pay dividends on its common stock is dependent upon dividends paid
to it by its subsidiaries, pnmanly FPL. FPL’s charter and a mortgage securing FPL’s first mortgage bonds contain provisions
that, under certain conditions, restrict the payment of dividends and other distributions to FPL Group. These restrictions do
not currently limit FPL’s ability 1o pay dividends to FPL Group. in 2000, 1999 and 1998, FPL paid, as dividends to FPL Group,
its net income available to FPL Group on a one-month lag basis.

Employee Stock Ownership Plan (ESOP) - The employee thrft plans of FPL Group include a leveraged ESOP feature.
Shares of cormmaon stock held by the Trust for the thnfi plans (Trust) are used 1o provide ali or a poriion of the employers’
matching contributions. Dividends received on all shares, along with cash contributions from the employers, are used to pay
principal and interest on an ESOP loan held by FPL Group Capital. Dividends on shares allocated to employee accounts and
used by the Trust for debt service are replaced with an equivalent amount of shares of common stock at prevailing market

prices.

ESOP-related compensation expense of approximately $22 million, $21 million and $19 million in 2000, 1999 and 1998,
respectively, was recognized based on the fair value of shares allocated to employee accounts during the period. Interest
income on the ESOP loan is eliminated in consolidation. ESOP-related unearned compensation included as a reduction of
shareholders' equity at December 31, 2000 was approximately $217 million, representing 7 million unallocated shares at the
original issue price of $29 per share. The fair value of the ESOP-related unearned compensation account using the closing
price of FPL Group stock as of December 31, 2000 was approximately $538 million.

Long-Term Incentive Plan - As of December 31, 2000, approximately 9 million shares of common stock are reserved and
available for awards to officers and employees of FPL Group and its subsidiaries under FPL Group’s long-term incentive plan.
Restricted stock is 1ssued at market value at the date of grant, typically vests within four years and is subject to, among other
things, restrictions on transferability. Performance share awards are typically payable at the end of a three- or four-year
performance penod and are subject to risk of forfeiture if the specified performance cnteria 1s not met within the vesting
period.
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The changes in share awards under the incentive plan are as follows:

Ooptions (a)

Restricted performance weighted-Average
Stock Shares (a) Number Exercise Price
Balances, December 31, 1997 .......... 219,550 442,588 - ~
Granted ... ...t e 19,500(b) 178,518(c) - -
Paid/released ........ ..o - (80,920) - -
Forfeited ....... .. ... . iiiiaan. (22,2500 (29,566) - -
Balances, December 31, 1998 .......... 216,800 510,620 - -
Granted .........ciieiiiuinntaaaan 210,100(h) 294,662 (c) 1,300,000(d) $51.53
pPaid/released .......cciiiiriiann - (78,640) - -
Forfeited ....coveeeienanannann, (13,500) (80,027) (200,000) $51.16
Balances, December 31, 1999 .......... 413,400 646,615 1,100,000 $51.59
Granted .......c.ieiieai e 28,350(b) 465,614 (c) 564,950(d) $39.64
paid/reteased/exercised ............ (264,800) (1,038,375) (1,060,726) $49.88
Forfeited ..... ..., .0cveininannnn (95.700) (54,854) (212,056) $50.51
Balances, December 31, 2000 .......... 81,250 __ 19,000 392 .168(e) 3$39.58

(a8) Performance shares and options resulted in 373,431, 252,572 and 128,443 assumed incremental shares of common stock outstanding for purposes of
computing diluted earmings per share in 2000, 1999 and 1398, respectively These incremental shares did not change basic earnings per share

{b) The weighted-average grant date fair value of restricted stock granted 1in 2000, 1999 and 1998 was $45 55, $53 21 and $61 89 per share, respectively

(c) The weighted-average grant date fair value of performance shares granted in 2000, 1999 and 1998 was $41 25, $61 19 and $59 19 per share, respectively

(d) The weighted-average grant date fair value of options granted was $39 64 and $51 53 per share in 2000 and 1999, respectively The exercise price of each
option granted in 2000 and 1999 equaled the market price of FPL Group stock on the date of grant

(e) Exercise prices for options outstanding as of December 31, 2000, ranged from $38 13 to $47 63 per share and had a weighted-average remaining contractual
Iife of 9 2 years As of December 31, 2000, all outstanding options were exercisable and fully vested

FAS 123, "Accounting for Stock-Based Compensation,” encourages a fair value based method of accounting for stock-based
compensation. FPL Group, however, uses the intrinsic value based method of accounting as permitted by the statement.
Stock-based compensation expense was approximately $80 muiltion, $13 million and $10 million in 2000, 1999 and 1998,
respectively. Stock-based compensation expense in 2000 reflects merger-related costs associated with the change in control
provisions in FPL Group’s long-term incentive plan. Compensation expense for restricted stock and performance shares is
the same under the fair value and the intrinsic value based methods. Had compensation expense for the options been
determined as prescribed by the fair value based method, FPL Group’s net income and earnings per share would have been
$696 million and $4.10 ($4.09 assuming dilution) in 2000 and $696 million and $4.06 in 1998, respectively.

The fair value of the options granted in 2000 and 1999 were estimated on the date of the grant using the Black-Scholes
option-pricing model with a weighted-average expected dividend yield of 3.82% and 3.81%, a weighted-average expected
volatility of 20.27% and 17.88%, a weighted-average risk-free interest rate of 6.59% and 5.46% and a weighted-average
expected term of 10 years and 9.3 years, respectively.

Other - Each share of common stock has been granted a Preferred Share Purchase Right (Right), at an exercise price of
$120, subject 10 adjustment, in the event of certain attempied business combinations. The Rights wili cause substantial
dilution to a person or group attempting to acquire FPL Group on terms not approved by FPL Group's board of directors.

6. Preferred Stock

FPL Group's charter authorizes the 1ssuance of 100 million shares of serial preferred stock, $0.01 par value. None of these
shares is outstanding. FPL Group has reserved 3 million shares for issuance upon exercise of preferred share purchase
rights which expire in June 2006. Preferred stock of FPL consists of the following:®

December 31, 2000

Shares Redemption December 31,
Cutstanding Price 2060 1999

(millions)

cumulative, 3100 par value, without sinking fund requirements,
authorized 15,822,500 shares:

4 1/2% Series 100,000 $101.00 $ 10 $ 10
4 1/2% Series A 50,000 $101.00 5 5
4 1/2% Series B 50,000 $101.00 5 S
4 1/2% series C 62,500 $103.00 6 6
4.32% series D 50,000 $103.50 5 5
4.35% Series E ... 50,000 $102.00 S 5
6.98% Series S 750,000 $103.49(b) 75 75
7.05% Series T 500,000 $103.52(b) 50 50
6.75% Series U 650,000 $103.37(b) 65 65
Total preferred stock of FPL ... ... it 2,262,500 3226 1276

{a) FPL's charter also authonzes the issuance of 5 million shares of subordinated preterred stock, no par value. None of these shares is outstanding There were
no 1ssuances or redemptions of preferred stock in 2000, 1999 and 1998
(b)  Not callable prior to 2003
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7. Debt

Long-term debt consists of the following:

FPL:
First mortgage bonds:
Maturing through 2005 - 5 3/8% to 6 7/8% (a)
Maturing 2008 through 2016 - 5 7/8% to 7.3%
Maturing 2023 through 2026 - 7% to 7 3/4% ..
Medium-term notes - maturing 2003 - 5.79% ..

pollution control and industrial development series -

maturing 2020 through 2027 - 6.7% to 7.5%

pollution control, solid waste disposal and industrial development revenue bonds -

maturin?
annual interest rate, respectively (b)
unamortized discount - net
Total long-term debt of FPL
Less current maturities

Long-term debt of FPL, excluding current maturities

FPL Group Capital:

2020 through 2029 - variable, 3.4% and 3.4% average

Debentures:
Maturing 2004 — B 7/8% .. tieee st e e s te e ia e e ity
maturing 2006 through 2009 - 7 3/8% 10 7 5/8% ..o it it it
other long-term debt - maturing 2013 - 7.35% ... .ot iiirriiniiie ittt i

Unamortized discount .
Total long-term debt of FPL Group Capital ..
Total long-term debt

(a)
(b)

total of approximately $242 mullion principal amount of vanable-rate bonds maturing between 2026 and 2029

December 31,

2000

1999

(millions)

$ 725
650
516

70

41

658

- (18)
2,642
65

2,577

175
1,225
5

(6)
1,399

In December 2000, FPL issued $500 mithon principal amount of first mortgage bonds with an interest rate of 6 7/8%, maturing in 2005,
In December 2000, FPL issued approximately $65 millton principal amount of vanable-rate bonds matunng in 2024  Also in December 2000, FPL redeemed a

$§ 350
650
516

70

150

483
{15
2,204

125
2,079

175
1,225
5
E—)
1,399
33,478

Minimum annual maturities of long-term debt for FPL Group are approximately $65 million, $170 million, $300 million and
$500 million for 2001, 2003, 2004 and 2005, respectively. The amounts for FPL for the same periods are $65 million, $170

million, $125 million and $500 million, respectively.

At December 31, 2000, commercial paper borrowings had a year end weighted-average interest rate of 6.77% for FPL Group
(6.60% for FPL). Available lines of credit aggregated approximately $3.0 billion ($853 million for FPL) at December 31, 2000,

all of which were based on firm commitments.
8. Income Taxes

The components of income taxes are as follows:

FPL _Group FPL
Years Ended December 31 Years Ended December 31,
2640 1259 1958 2000 1992 19938
(m11ions)
Federal:
(T 0 =11 5 < § 77 3511 3467 $ 87 $383 3492
(0720 =1 ok =Y P A R 239 (196) (215) 231 (88) (169)
ITC and Other — NeT vt s v iei e e i inmeein e (35) (29> (27) (22) (21) (24>
Total federal ......coiiiuii i _281 _286 ~225 296 274 209
State:
Cu;rentd ............................................. 48 ig) 72 13 62 78
[T 218 o =1 J N ( asy 42 9 (21
Totad STATE . ovviriiiine et iranniannenrannns S5 37 54 55 . 53) 57)
Income taxes charged to operations - FPL............... 351 327 356
credited to other income (deductions) - FPL ........... (10) (3) @
Total TNCOME TAXES . vvvvrvvrranrnenananeransnnansansnn 1336 $323 3279 3341 3324 $349
A reconciliation between the effective income tax rates and the applicable statutory rates is as follows:
FPL_Group EPL
Years Ended_December 31, Years Ended December 31,
Q09 1899 1998 2000 1999 1998
statutory federal income tax rate ...............ooeonennn 35.0% 35.0% 35.0% 35.0% 35.0% 35.0%
Increases (reductions) resulting from:
state income taxes - net of federal income tax benefit.. 3.5 2.4 3.7 3.7 3.8 3.7
AMOTTIZATION OF TITC ottt ittt it ee i e naaaenns (2.1) 2.1 (2.5 (2.3} (2.3) (2.4)
Amortization of deferred regutatory credit -

ANCOME TAXES + v rveenenasnnnseeen s enaan oo eseassen (1.2) 1.3 (1.8) (1.3) (1.5) 1.7
adjustments of prior years’ tax matters ................ 2.7) (2.7) (6.3)(a) - 0.1) 0.1
preferred stock dividends - FPL .........iiniiinnnnnnnn. 0.5 0.5 0.5 - - -
L0 3T =) o 1 7= OO 0.7) (0.2) 1.0 0.3 _0.5 0.9

Effective income taxX Fate ....c.uti it nmaneoneanns 32.3% 31.6% 70 6% 35.4% T5.4% 5y

(a) Includes the resolution of an audit issue with the Internal Revenue Service (IRS)
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The income tax effects of temporary differences giving rise to consolidated deferred income tax liabilities and assets are as
foliows:

FPL Group FPL -
December 31, December 31,
2000 1939 2000 _ 1999

{millions)

peferred tax liabilities:

Property—-related .......oout ittt e i e e $1,338 $1,377 $1,291 $1,377
INVESTMENT-related vttt e e ettt i a et at e 398 373 - -
T S 630 312 520 168

Total deferred tax liabilities ........ i iaiiiinny 2,366 2,062 1,811 1,545

peferred tax assets and valuation allowance:
Asset writedowns and capital loss carryforward ..................... 156 170

unamortized ITC and deferred regulatory credit - income taxes ...... 104 119 104 119
Storm and decommISSTONING TESBIVES ...t iviiiseennnnrnannssenennnns 277 245 277 245

e 7 S A 474 472 346 379
VATUBTTON AT 1OWaNCE .t i ittt e et ettt e e e 23 (23) - -
Net deferred TaX ASSeTS ...t er i iis e annans 988 983 727 743
accumulated deferred TNCOME TAXES ot vniivenn it eeneeiiinannns 12 378 $1,079 $1.084 § 802

The carryforward period for a capital loss from the disposition in a prior year of an FPL Group Capital subsidiary expired at the
end of 1996, The amount of the deductible loss from this disposition was limited by IRS rules. FPL Group is challenging the
IRS loss limitation and the IRS is disputing certain other positions taken by FPL Group. Tax benefits, if any, associated with
these matters will be reported in future periods when resolved.

9. Jointly-Owned Electric Utility Plant

FPL owns approximately 85% of St. Lucie Unit No. 2, 20% of the St. Johns River Power Park units and coal terminal and
approximately 76% of Scherer Unit No. 4. At December 31, 2000, the proportionate share of FPL’s gross investment in these
units was $1.174 billion, $329 milhon and $569 miilion, respectively; accumulated depreciation was $752 million, $167 million
and $288 million, respectively.

FPL is responsible for its share of the operating costs, as well as providing its own financing. These costs are included in
FPL Group's and FPL’s consolidated statements of income. At December 31, 2000, there was no significant balance of
construction work in progress on these facilities. See Note 13 - Litigation.

10. Acquisition of Maine Assets

During the second quarter of 1989, FPL Energy completed the purchase of Central Maine Power Company's (CMP) non-
nuclear generating assets, primarily fossil and hydro power plants, for $866 million. The purchase price was based on an
agreement, subject to regulatory approvais, reached with CMP in January 1998. In October 1998, the FERC struck down
transmission rules that had been in effect in New England since the 1970s. FPL Energy filed a fawsuit in November 1998
requesting a declaratory judgment that CMP could not meet the essential terms of the purchase agreement and, as a resuilt,
FPL Energy should not be required to complete the transaction. FPL Energy believed these FERC rulings regarding
transmission constituted a material adverse effect under the purchase agreement because of the significant decline in the
value of the assets caused by the rulings. The request for declaratory judgment was denied in March 1999 and the acquisition
was completed on April 7, 1999. The acquisition was accounted for under the purchase method of accounting and the resuits
of operating the Maine plants have been included in the consolidated financial statements since the acquisition date.

The FERC rulings regarding transmission, as well as the announcement of new entrants into the market and changes in fuel
prices since January 1998, resulted in FPL Energy recording a $176 million pre-tax impairment loss to write-down the fossil
assets to their fair value, which was determined based on a discounted cash flow analysis. The impairment loss reduced FPL
Group’s 1899 results of operations and earnings per share by $104 million and $0.61 per share, respectively.

Most of the remainder of the purchase price was allocated to the hydro operations. The hydro plants and related goodwill are
being amortized on a straight-line basis over the 40-year term of the hydro plant operating licenses.

14. Divestiture of Cable investments

In January 1999, an FPL Group Capital subsidiary sold 3.5 million common shares of Adelphia Communications Corporation
(Adelphia) stock and in October 1999 had its cne-third ownership interest in a cable imited partnership redeemed, resulting in
after-tax gamns of approximately $96 million and $66 million, respectively. Both investments had been accounted for under the
equity method.
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12. Settlement of Litigation

In October 1999, FPL and the Flerida Municipal Power Agency (FMPA)} entered into a settlement agreement pursuant to
which FPL agreed to pay FMPA a cash settlement; FPL agreed to reduce the demand charge on an existing power purchase
agreement; and FPL and FMPA agreed to enter into a new power purchase agreement giving FMPA the right to purchase
limited amounts of power in the future at a specified price. FMPA agreed to dismiss the lawsuit with prejudice, and both
parties agreed to exchange mutual releases. The settlement reduced FPL’'s 1999 net income by $42 million.

In September 2000, the bankruptcy court approved the settlement of a contract dispute between FPL and two qualifying
facilities. The settlement was approved by the FPSC in October 2000. In December 2000, under the terms of the settlement,
the trustee was paid $222.5 million plus security deposits. The funds were subsequently distributed by the trustee as directed
by the bankruptcy court. FPL will recover the cost of the settlement through the fuel and capacity clauses over a five-year
period beginning January 1, 2002. Also, from the payment date to December 31, 2001, FPL will not receive a return on the
unrecovered amount through the fuel and capacity clauses, but instead, the setttement amount will be included as a rate base
regulatory asset over that period. See Note 1 — Regulation.

13. Commitments and Contingencies

Commitments - FPL has made commitments in connection with a portion of its projected capital expenditures. Capital
expenditures for the construction or acquisition of additional facilities and equipment to meet customer demand are estimated to
be approximately $3.3 billion for 2001 through 2003. Included in this three-year forecast are capital expenditures for 2001 of
approximately $1.1 billion. As of December 31, 2000, FPL Energy has made commitments in connection with the development
and expansion of independent power projects totaling approximately $380 million. Subsidiaries of FPL Group, other than FPL,
have guaranteed approximately $810 million of prompt performance payments, lease obiigations, purchase and sale of power
and fuel agreement obligations, debt service payments and other payments subject to certain contingencies.

Insurance - Liability for acctdents at nuclear power plants is governed by the Price-Anderson Act, which limits the liability of
nuclear reactor owners to the amount of the insurance available from private sources and under an industry retrospective
payment plan. In accordance with this Act, FPL maintains $200 million of private liability insurance, which is the maximum
obtainable, and participates in a secondary financial protection system under which it is subject 1o retrospective assessments
of up to $363 million per incident at any nuclear utility reactor in the United States, payable at a rate not to exceed $43 million
per incident per year.

FPL participates in nuclear insurance mutual companies that provide $2.75 billion of limited insurance coverage for property
damage, decontamination and premature decommissioning risks at its nuclear plants. The proceeds from such insurance,
however, must first be used for reactor stabilization and site decontamination before they can be used for plant repair. FPL
also participates in an insurance program that provides limited coverage for replacement power costs if a nuclear plant is out
of service because of an accident. In the event of an accident at cne of FPL's or ansther participating insured's nuclear
plants, FPL could be assessed up to $38 million in retrospective premiums.

In the event of a catastrophic loss at one of FPL's nuclear plants, the amount of insurance available may not be adequate to
cover property damage and other expenses incurred. Uninsured losses, to the extent not recovered through rates, would be
borne by FPL and could have a material adverse effect on FPL Group's and FPL's financial condition.

FPL self-insures the majority of its transmission and distribution (T&D) property due to the high cost and limited coverage
available from third-party insurers. As approved by the FPSC, FPL maintains a funded storm and property insurance reserve,
which totaled approximately $229 million at December 31, 2000, for uninsured property storm damage or assessments under
the nuclear insurance program. Recovery from customers of any losses in excess of the storm and property insurance
reserve will require the approval of the FPSC. FPL's available lines of credit include $300 million to provide additional liquidity
in the event of a T&D property loss.

Contracts — FPL Group has entered into a $3.7 billion long-term agreement with General Electric Company for the supply of 66
gas turbines through 2004 and parts, reparrs and on-site services through 2011. The turbines are intended to support expansion
at FPL and FPL Energy, and the related commitments for a portion of the 66 gas turbines are included in Commitments above.

FPL has entered into long-term purchased power and fuel contracts. Take-or-pay purchased power contracts with the
Jacksonville Electric Authority (JEA) and with subsidianes of The Southern Company (Southern Companies) provide
approximately 1,300 megawatts (mw) of power through mid-2010 and 388 mw thereafter through 2021. FPL also has various
firm pay-for-performance contracts to purchase approximately 900 mw from certain cogenerators and small power producers
(qualifying facilities) with expiration dates ranging from 2002 through 2026. The purchased power contracts provide for
capacity and energy payments. Energy payments are based on the actual power taken under these contracts. Capacity
payments for the pay-for-performance contracts are subject 1o the qualifying facilities meeting certain contract conditions. FPL
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has long-term contracts for the transportation and supply of natural gas, coal and oil with various expiration dates through
2022. FPL Energy has long-term contracts for the transportation and storage of natural gas with expiration dates ranging
from 2002 through 2017, and a contract for the supply of natural gas that expires in mid-2002.

The required capacity and minimum payments through 2005 under these contracts are estimated to be as follows:

2001 2002 2003 2004 2005
{millions)
FPL:
Capacity payments:
JEA_and Southern COmpanies ........ioieiiieeemnnnnserronrnuiseennnnnnns $ 200 $200 $190 $200 $200
Quatifying facilities ... v i i $ 320 $330 $340 $350 §340
Minimum payments, at projected prices:
Natural gas, including transportation .................. i, $1,020 $815 $710 $680 3630
- 3 $ 45 $ 45 $ 20 $ 10 $ 10
o 3 1 1S O A AU P $ 275 $ 15 3 - 5 - $ -
FPL Ener?y: X A
natural gas, including transportation and storage ................... $ 20 $ 20 $ 15 $ 15 § 15
Charges under these contracts were as follows:
2000 charges 1999 charges 1998 charges
c it Eger?y/ c . Ener?y/ . Ener?y/
apacity ue apacit Fue Capacity _Fue
(miTlions)
FPL: i
JEA and Southern Companies .................. £198Ca) $153(b) $186(a) $132(b) $192(a) $138¢(b)
Qua1if¥ing facilities................. ... $318(¢) $135(b) $319(c) $121(b) $299(c) $108(b)
Natural gas, including transporration ....... 5 - 3567 (b) 3 - $373(b) 5 - $280(b)
= 1 1 P $ - $ 50(b) $ - $ 43(b) $ - $ 50(b)
3 5 - $354(b) 5 - $115(b) 5 - 5 -
FPL Energy: i
Natural gas, including transportation
ANd STOFAGE .+ v.vvenrnirnntnnnnsnnsns . $ - $ 17 $ - $ 16 3 - $ 18

(a) Recoverable through base rates and the capacity clause.
(b) Recoverable through the fuel clause
(c) Recoverable through the capacity clause

Litigation - In 1999, the Attorney General of the United States, on behalf of the U.S. Environmental Protection Agency (EPA)
brought an action against Georgia Power Company and other subsidiaries of The Southern Company for injunctive relief and
the assessment of civil penatties for certain violations of the Clean Air Act. Among other things, the EPA alleges Georgia
Power Company constructed and is continuing to operate Scherer Unit No. 4, in which FPL owns a 76% interest, without
obtaining proper permitting, and without complying with performance and technology standards as required by the Clean Air
Act. The suit seeks injunctive relief requiring the installation of such technology and civil penalties of up to $25,000 per day
for each violation from an unspecified date after August 7, 1977 through January 30, 1997, and $27,500 per day for each
violation thereafter. Georgia Power Company has filed an answer to the complaint asserting that it has complied with all
requirements of the Clean Air Act, denying the plaintiff’s allegations of liability, denying that the plaintiff is entitled to any of the
relief that it seeks and raising various other defenses. The EPA subsequently moved for leave to file an amended complaint
that would extend the suit to other Southern Company subsidiaries and plants and would add an allegation that unspecified
major modifications have been made at Scherer Unit No. 4 that require its compliance with the aforementioned Clean Air Act
provisions (comparable allegations were made in the original complaint as to other plants but not Scherer Unit No. 4). The
Count has not yet ruled on whether to permit the amendment. If amended as proposed, the EPA's demand for civil penalties
with respect to Scherer Unit No. 4 would apply to the period commencing on an unspecified date after June 1, 1975.

In 2000, Southern California Edison Company (SCE) filed with the FERC a Petition for Declaratory Order {petition) asking the
FERC to apply a November 1999 federal circuit court of appeals’ decision to all qualifying small power production facilities,
including two solar facilities operated by partnerships indirectly owned in part by FPL Energy. The federal circuit court of
appeals’ decision invalidated the FERC's so-called essential fixed assets standard, which permitted secondary uses of fossi
fuels by qualifying small power production faciltties beyond those expressly set forth in The Public Utility Regulatory Policies
Act of 1978, as amended. The petition requests that the FERC declare that qualifying small power production facilities may
not continue to use fossil fuel under the essential fixed assets standard and that they may be required to make refunds with
respect to past usage. The partnerships intend to file a Motion to Intervene and Protest before the FERC, vigorously objecting
to the position taken by SCE in its petition. The partnerships have always operated the solar facilities in accordance with
orders issued by the FERC. Such orders were neither challenged nor appealed at the time they were granted, and it is the
position of the partnerships that the orders remain in effect.

fn 2000, Karen and Bruce Alexander filed suit against FPL Group, FPL, FPL FiberNet, LLC, FPL Group Capital and FPL
Investments, Inc. in the Flonda circuit court purportedly on behalf of all property owners in Florida whose property 1s
encumbered by defendants’ easements and on whose property the defendants have installed or intend to install fiber-optic
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cable which defendants lease, license or convey for non-electric transmission or distribution purposes, or intend to do so.
The lawsuit alleged that FPL's easements did not permit the installation and use of fiber-optic cable for general
communication purposes. The plaintiffs sought injunctive relief, compensatory damages, interest and attorneys’ fees. The
defendants served an offer of judgment for ten dollars on the named plaintiffs, reflecting the defendants’ conclusion that,
based on an analysis of the claims and circumstances of these individual plaintiffs, they had not sustained the injuries for
which they claimed a right to relief. In January 2001, the plaintiffs accepted this offer of judgment, pursuant to which the suit
has been dismissed with prejudice.

FPL Group and FPL believe that they have meritorious defenses to the pending litigation discussed above and are vigorously
defending the suits. Accordingly, the liabilities, if any, arising from the proceedings are not anticipated to have a material
adverse effect on their financial statements.

14. Segment Information

FPL Group’s reportable segments include FPL, a regulated utility, and FPL Energy, a non-rate regulated energy generating
subsidiary. Corporate and Other represents other business activities, other segments that are not separately reportable and
eliminating entries. FPL Group’s operating revenues derived from the sale of electricity represented approximately 97%, 98%
and 97% of FPL Group’s operating revenues in 2000, 1999 and 1998, respectively. Less than 1% of operating revenues
were from foreign sources for each of the three years ended December 31, 2000. As of December 31, 2000 and 1999, less
than 1% of long-lived assets were located in foreign countries.

FPL Group’s segment information is as follows:

2000 1999 1998
(a) corp. (a) corp. (a) corp.
FPL and FPL and FPL and
FPL Energy Other _Total FPL Ener Other _Total FPL Energy Other _Total
(m1i1ions)

Operating revenues.. $ 6,361 $ 632 $89 3§ 7,082 $6,057 $ 323 §$58 §6,438 $ 6,366 § 234 § 61
Interest expense.... $ 176 § 67 § 35 3 278 $ 163 $ 44 $15 0§ 222 § 196 $ B84 § 42 ; ﬁ,gg%
Depreciation and

Amortization...... $§ 975 $ 50 § 7 $1,032 § 989 $§ 34 $17 $ 1,040 $1,249 § 31 3 4 § 1,284
Equity in earnings

of equity method

investees......... S - $ 45 § - $ 45 $ - % 5 % - § 50 % - $ 39 § - 3% 39
Income tax expense

(benefitd(b)...... $ 341 $ 36 $(41) § 336 $ 324 % (42) $ 41 $ 323 § 349 5§ 24 3(94) $ 279
Net income (loss)

AW $ 607 $ 82 §$ 15 3 704§ 576 $ (46) 3167 $ 697 $ 616 $ 32 $16 % 664
Significant noncash

IteMS. .o veresnnnn. $ 57) $ - $100 $ 43 3 86 § - % - 3 86 $ 34 § - 5 - 3 34
Capital expenditures

and investments... $ 1,299 $ 507 3 90 $ 1,896 3% 924 31,540 §$ 15 § 2,479 § 617 $ 313 35 16 $ 946
Total assets........ $12,020 32,679 $601 $15,300 $10,608 $2,212 $621 §13,441 $10,748 $1,092 3189 $12,029
Investment in equity ) .

method investees.. 3 - § 196 § - 3 is6 3 - $ 166 % -~ 3 166 $ - £ 185 § - $ 165

(a) FPL Energy's interest expense 1s based on an assumed capital structure of 50% debt for operating projects and 100% debt for projects under construction.
FPL Energy’'s 1998 interest expense aiso includes the cost of terminating an nterest rate swap agreement.

(b) FPL Group allocates income taxes to FFL Energy on the “separate return method” as if it were a tax paying entity

(c) Includes merger-related expense recognized in 2000 totaling $41 million after-tax, of which $38 million was recognized by FPL, $1 million by FPL Energy and
$2 milhon by Corporate and Other (see Note 2).

(d) The following nonrecurnng items affected 1999 net income FPL settied litigation for $42 millton after-tax (see Note 12); FPL Energy recorded $104 million
after-tax impairment loss (see Note 10), and Corporate and Other divested its cable investments resulting in a $162 million after-tax gain (see Note 11).
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! ’ FPL GROUP, INC. AND FLORIDA POWER & LIGHT COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

15. Summarized Financial Information of FPL Group Capital
FPL Group Capital, a 100% owned subsidiary of FPL Group, provides funding for and holds ownership interest in FPL Group’s

operating subsidiaries other than FPL. FPL Group Capital's debentures are fully and unconditionally guaranteed by FPL Group.
Condensed consolidating financial information is as follows:

Condensed Consolidating Statements of Income

vear Ended Year Ended Year Ended
December 31, 2000 December 31, 1999 December 31, 1998
FPL FPL Group FPL FPL Group FPL FPL Group
FPL Group  Other Consolj- FPL Group_  Other Consoli- FPL Group_ Other CcConscli-

Group Capital (a) dated Group gap}tq}1. (a% dated Group Capital (a) dated
millions

Operatjng revenues . $ - $721 $6,361 §7,082 $ - $ 380 $6,058 $6,438 $ - $ 295 36,366 $6,661
Operating expenses . ) (632) (5,210) (5,842) (-> (533) (4,985) (5,518) (=) (225) (5,184) (5,409)
Interest charges - (31) (102) (145) (278) (32) (59) (13D (222) (33) (126) (163) (322)
Divestiture o

cable investments - - - - - 257 - 257 - - - -
other income (de-

ductions) - net .. 726 __135 _ (783) 78 712 108 (755) 65 689 61 @30 13
Income before

income taxes ..... 695 122 223 1,040 680 153 187 1,020 656 5 282 943
Income tax expense

(benefit) ........ {9) 4 341 336 an 15 325 323 (8) _(63) 350 279
Net income (loss) .. § 704 $ 118 5 (118) £ 704 5697 $ 138 3 (138) 3 h97 S ARd I _68 S_(68) I 664

(a) Represents FPL, other subsidiaries and consolidating adjustments.

Condensed Consolidating Balance Sheets

December 31, 2000 December 31, 1999
FPL FPL Group FPL FPL Group
FPL Group other consoli- FPL Group other Consoli-
Group Capital (a) dated Group Capital @) dated

(miliions)

PROPERTY, PLANT.AND EQUIPMENT: A
Electric utility plant in service and

other progerty e 3 - §$1,984 319,038 $21,022 § - §$1,386 318,168 319,554
Less accumulated depreciation and
AMOFTTZATION - evaeee e et neenee e - 170 _10,918 _11,088 - 105 _10.185 _10,290
Total property, plant and equipment - net - 1,814 8,120 9,934 - 1,281 7,983 9,264
CURRENT ASSETS: . s e
cash and cash equivalents ................. 12 51 66 129 16) 376 1 361
Receivables ...... ... i 56 418 409 883 - 218 325 543
OTREE ot e ettt e - 66 703 769 - 46 123 160
Total current assets .................... 68 535 1.178 1,781 (16) 640 749 1,373
OTHER ASSETS: L
Investment in subsidiaries 5,967 - (5,967) - 5,805 - (5,805) _
OLhEF «veeiieerneenaaenn. 141 _ 1,365 2,079 3,585 133 1,346 1,325 2,804
Total other assets ...... 6,108 1,365 (3.888) __3.58% 5938 1,346 _(4,480) _ 2.B04
TOTAL ASSETS ot vvervnriiieetaraan e ranananns 56176 $3,7714 1£5.410 535,300 35,922 33,267 $4.250 $03.441
CAPITALIZATION: )
Common shareholders’ equity ............... $5,593 § 935 § (935 $ 5,593 $ 5,370 $1,013 $(1,013) § 5,370
preferred stock of FPL without
sinking fund requirements ............... - - 226 226 - - 226 226
Long-term debt ........ ...t - 1,400 2,576 3.976 - 1,399 2.079 3,478
Total capitaltrzation .................... 5.593 2,335 1,86/ 9,795 5,370 _2.4312 1,292 5 074
CURRENT LIABILITIES: . —
Accounts payable and commercial paper ..... - 705 1,017 1,722 - 273 473 746
e T R 467 186 388 1,041 485 141 498 1,124
Total current Jiabilities ............... 467 891 1,405 2,763 485 414 971 1,870
OTHER LIABILITIES AND DEFERRED CREDITS:
Accumulated deferred income taxes and
unamortized tax credits ................. - 399 1,248 1,647 - 365 1,024 1,389
0N 1= P 116 89 890 1,095 67 76 965 1,108
Total other 11abilities and deferred .
credits ..o e 116 488 2,138 2,742 67 441 1,989 2.497
COMMITMENTS AND CONTINGENCIES —Eansh
TOTAL CAPITALTZATION ANO LIABILITIES ........ 16,176 £3,714 $.5,410 315,300 $.5.922 §3,267 §$.4.252 $13.441

(a) Represents fPL, other subsidiaries and consolrdating adjustments.
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FPL GROUP, INC. AND FLORIDA POWER & LIGHT COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Condensed Consoilidating Statements of Cash Flows

yvear Ended year Ended Year Ended
December 31, 2000 December 31, 1999 December 31, 1998
FPL FPL FPL
FPL Grou?_ FPL Group FPL Grou
FPL Group ~ Other Consoli- FPL Group other Consoli- FPL Group other cConsoli-
Group ¢apital _ (a) dated Group cag1Ea]]]. (a% dated = Group Capital _(a) dated
millions
NET CASH PROVIDED BY
(USED IN) OPERATING
ACTIVITIES wvvvvnnn. $959 $159 $ (142> §$ 976 5594 $§ 56 $913 §$.1.563 $654 $ 8 $1,081 § 1.743
CASH FLOWS FROM
INVESTING ACTIVITIES:
capital expenditures
and independent power
investments ........ - (507) (1,299)  (1,806) - (1,540) (861) (2,401 - (521)  (617) (1,138)
capital contributions
to FPL Group capital
and FPL ........v.an (418) - 418 - (127) - 127 - (249) - 249 -
Other - net .......... 3 (34) (106) (137) (18> 313 (66) 229 - 427 (84) 343
Net cash used in
investing
ACTIVITIes ....... (415) _(541) (987) _(1,943) _(145) _(1.227) _(800) _(2,172) _(249) (94) __(452) (795)
CASH FLOWS FROM
FINANCING ACTIVITIES:
Issuance of long-
term debt .......... - - 947 947 - 1,385 224 1,609 - 146 197 343
Retirement of
Jong-term debt ..... - - (515) (515) - (130) (454) (584) - (338) (389) (727)
Increase {decrease)
in short-term debt . - 353 466 819 - 135 94 229 - 16 (40) (24)
capital contributions
from FPL Group ..... - 18 (18) - - 127 (127) - - 249 (249) -
rRepurchases of
common stock ....... (150) - - (150  (116) - - (116) (62) - - (62)
pividends ............ (386) _(314) 314 (366) _(355) - - __(355) _(34%) - - 345)
Net cash provided by — -
(used in) financing
activities ....... (516) 57 1,194 735 (471} 1,517 (263) 783 (407) 73 (481) (815}
Net increase (decrease) in
cash and cash eqguivalents 28 (325) 65 (232) (22) 346 (150) 174 2 (13) 148 133
Cash gnd cash eq$1va1ents 16 176 L 36
at beginning of year . 7 _ 361 6 30 151 187 8 43 5
cash and cashgequiva1ents ) 3 4
at end of year ....... § 12 $ 51 $ 66 S 129 $ (d6) & 376 $__1 3§ 361 &6 3 30 §_ 151 § 187

(a) Represents FPL, other subsidiaries and consolidating adjustments.
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FPL GROUP, INC. AND FLORIDA POWER & LIGHT COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Concluded)

16. Quarterly Data (Unaudited)

Condensed consolidated quarterly financal information is as follows:
March 31 (a) June 30 (a) seﬁtember 30 (a) December 31 (a)
r share amounts)

(millions, except pe

FPL Group:

2000
Operating revenues ................ 3 1,468 $ 1,670 $ 2,087 % 1,857
Operating income .................. $ 237 b3 347 $ 511 % 145{c)
NEet TNCOME .. .ceinetnni e b 121 $ 204 3 314§ 65(c)
Earnings per share: (b)
BaASTC 1t iitet it 3 0.71 3 1.20 3 1.85 3 0.39(c)
Assuming dilution ............... 3 0.71 $ 1.20 $ 1.84 3 0.38(c)
Dividends per share ............... 3 0.54 3 0.54 $ 0.54 3 0.54
High-Tow common stock sales prices. $ 48 1/4-36 3/8 $50 13/16-41 13/16 $ 67 1/8-47 1/8 3 73-59 3/8
1999
Operating revenues ................ 3 1,412 $ 1,614 $ 1,892 % 1,520
Operating income .................. $ 208 3 135(d) $ 470 % 107 (e)
Net TnCome ............c.vvneuirnnn, $ 209(f) § 77(d) § 291 & 120(e) (g)
Earnings per share (basic and
assuming dilution) (b)........... $ 1.22(6) 0.45(d) § 1.70 § 0.71(e) (9D
pividends per share ............... § 0.52 $ 0.52 $ 0.52 § 0.52
High-Tow common stock sales prices. 3$61 15/16-50 1/8 $ 60 1/2-52 7/8 $56 11/16-49 1/8  $52 1/2-41 1/8

FPL:
2000
Operating revenues ................ $ 1,338 $ 1,533 $ 1,917 § 1,573
Operating income .................. 3 151 $ 218 $ 32 3 105(c)
Net income ............ccneieninyin $ 110 3 176 $ 279 $ 57(c)
Net income available to FPL Group.. $ 106 s 172 3 275§ 54(c)
1999
Operating revenues ................ 3 1,359 $ 1,511 $ 1,769 $ 1,418
Operating income ,................. 3 150 $ 207 $ 303 ¢ 86(e)
Net inCome ........covnununinennann 5 108 5 167 $ 268 % 48(e)
Net income available to FPL Group.. $ 104 3 163 $ 264 § 45(e)

(a) Inthe opinion of FPL Group and FPL, all adjustments, which consist of normal recurmng accruals necessary to present a farr statement of the amounts shown
for such periods, have been made Results of operations for an interim period may not give a true indication of resuits for the year

(b) The sum of the quarterly amounts may not equal the tota! for the year due to rounding

(c) Includes merger-related expenses

(d) Includes impairment loss on Maine assets

(e) Includes the settiement of Iitigation between FPL and FMPA.

()  Includes gain on the sale of an investment in Adelphia common stock

(@) Includes gam on the redemption of a one-third ownership interest in a cable limited partnership
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item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure

None

PART ill

Item 10. Directors and Executive Officers of the Registrants

FPL Group - The information required by this item will be included in FPL Group’s Proxy Statement which will be filed with the
Securities and Exchange Commissicn in connection with the 2001 Annual Meeting of Shareholders (FPL Group's Proxy
Statement) and is incorporated herein by reference, or is included in ltem |. Business - Executive Officers of the Registrants.

FPL DIRECTORS™

James L. Broadhead. Mr. Broadhead, 65, is chairman and chief executive officer of FPL and FPL Group. He is a director of
Delta Air Lines, Inc., New York Life Insurance Company and The Pittston Company, and a trustee emeritus of Cornell
University. Mr. Broadhead has been a director of FPL and FPL Group since 1989.

Dennis P. Coyle. Mr. Coyle, 62, is general counsel and secretary of FPL and FPL Group. He is a director of Adelphia
Communications Corporation. Mr. Coyle has been a director of FPL since 1990.

Paul J. Evanson. Mr. Evanson, 59, is president of FPL. He i1s a director of Lynch Interactive Corporation. Mr. Evanson has
been a director of FPL since 1992 and a director of FPL Group since 1995.

Lawrence J. Kelleher. Mr. Kelleher, 53, is senior vice president, human resources and corporate services of FPL and vice
president, human resources of FPL Group. Mr. Kelleher has been a director of FPL since 1990.

Armando J. Olivera. Mr. Olivera, 51, is senior vice president, power systems of FPL. Mr. Olivera has been a director of FPL
since 1999.

Thomas F. Plunkett. Mr. Plunkett, 61, is president of FPL's nuclear division. Mr. Plunkett has been a director of FPL since
1996.

Antonio Rodriguez. Mr. Rodriguez, &8, is senior vice president, power generation division of FPL. Mr. Rodriguez has been
a director of FPL since 1999.

(a) Directors are elected annually and serve unti their resignation, removal or until their respective successors are elected Each director’s business experience
during the past five years is noted either here or in the Executive Officers table in ltem 1 Business - Executive Officers of the Registrants.

ltem 11. Executive Compensation

FPL Group - The information required by this Item will be included in FPL Group’s Proxy Statement and is incorporated
herein by reference, provided that the Compensation Committee Report and Performance Graph which are contained in FPL
Group’s Proxy Statement shall not be deemed to be incorporated herein by reference.
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FPL - The following table sets forth FPL's portion of the compensation paid during the past three years to FPL's chief
executive officer and the other four most highly-compensated persons who served as executive officers of FPL at
December 31, 2000.

SUMMARY COMPENSATICN TABLE

Long-Term
Annual Compensation Compensation
Other Number of Long-Term All
Annual Restricted Securities Incentive Other
. Compen~ Stock uUnderlying Plan Compen-
Name and Principal Position Yyear _Salary __Bonus sation  Awards(a) Options Payvouts(b) sation{c)
James L. Broadhead 2000 $974,400 $1,132,740 $20,632 $ - - $21,053,233 $13,563,705
chairman of the Board and 1999 943,000 895,850 18,809 2,412.005 250,000 1,083,272 12,658
Chief Executive officer 1998 847,875 937,125 9,809 - - 1,788,731 12,009
of FPL and FPL Group
Paul J. Evanson 2000 660,000 660,700 11,105 - - 10,395,654 8,544
president of FPL 1999 628,500 616,900 8,656 1,278,900 150,000 458,985 13,539
1998 592,500 546,900 2,785 - - 704,304 13,746
Dennis P. Coyle 2000 410,640 310,045 8,487 - - 5,892,417 7,900
General Counsel and 1999 399,832 259,891 7,964 964,802 100,000 236,783 10,259
secretary of FPL 1998 357,000 257,040 595 - - 368,079 9,737
and FPL Group
Thomas F. Plunkett 2000 375,000 243,000 11,121 - - 5,902,937 8,391
president, Nuclear 1999 340,000 219,100 10,088 255,780 100,000 179,564 10,146
pivision of FPL 1998 302,500 177,900 3,482 - ~ 103,481 10,344
Lawrence J. Kelleher 2000 316,680 240,723 11,952 - - 5,757,767 7,616
senior Vice President, 1999 306,475 220,662 10,213 964,802 100,000 267,694 10,661
Human Resources and 1998 267,750 194,119 3,108 - - 222,173 9,724

Corporate Services of FPL
and vice President, Human
Resources of FPL Group

(a) At December 31, 2000, none of the named officers held any shares of restricted common stock

(b) FPL Group shareholders’ December 15, 2000 approval of a proposed merger with Entergy Corporation resulted in a change of control under the defirution in
FPL Group’s 1994 Long Term incentive Plan Upon the change of cantrol, all performance cntena of performance-based awards, restricted stock and other
stock-based awards held by the executive officers were deemed fully achieved and all such awards were deemed fully earned and vested, all options and other
exercisable nghts became exercisable and vested; the restrictions, deferral limitations and forfeiture conditions applicable to all awards under the Plan lapsed,
and all outstanding awards were canceled and the holder thereof paid in cash on the basis of the highest trading price of FPL Group common stock during the
60-day penod preceding shareholder approval

(¢) For 2000, represents employer matching contributions to employee thrift plans and employer contributions for hfe tnsurance as follows:

Thrift Mmatch Life Insurance

Mr. Broadhead ............ ... . ..., $7,494 $1,245
MP. EVABOSON . it ere et tnenesnnaannnns 8,075 469
Mr., COYIe ...t . 7,494 406
Mr. Plunkett . .......iiiiereiinnnn. 8,075 316
Mr. Kelleher ... iiiinnnnnn 7,494 122

Also represents FPL's portion of the distribution upon change of control on December 15, 2000 to Mr Broadhead of his already vested benefit under his
individual supplemental retirement plan Mr Broadhead's vested lump sum benefit payable in cash as of December 15, 2000, was $14,021,598, this armount
included the value of 96,800 shares of restricted Common Stock awarded to him in 1991 for the purpose of financing this plan, which would have otherwise
vested on January 2, 2001 Also includes for Mr Broadhead, $585,046 in cash that accrued in a trust established to receive dividends from the 96,800
restricted shares that was not part of the supplemental retirement plan lump sum benefit

Long-Term Incentive Plan Awards - In 2000, performance awards and shareholder value awards under FPL Group’s Long-
Term Incentive Plan were made to the executive officers named in the Summary Compensation Table as set forth in the
following tables.

Performance Share Awards

Estimated Future Payocuts

Number of performance Period under Non-Stock Price-Based plans
Name § _ _Shares unt11 Payout Target(#) Maxmum (#)
James L. Broadhead ................ 28,257 1/1/00 - 12/31/03 28,257 45,211
Paul J. EVANSON «.u.vvvnenrinnannan 11,303 1/1/00 - 22/31/03 11,303 18,085
Dennis P. Coyle ..., civivineonn.. 6,495 1/1/00 - 12/31/03 6,495 10,392
Thomas F. Plunkett ................ 5,505 1/1/00 - 12/31/03 5,505 8,808
Lawrence 1. Kelleher .............. 5,009 1/1/00 - 12/31/03 5,009 8,014

The performance share awards In the preceding table are, under normal circumstances, payable at the end of the four-year
performance period. The amount of the payout is determined by multiplying the participant’s target number of shares by his
average level of attainment, expressed as a percentage, which may not exceed 160%, of his targeted awards under the
Annual Incentive Plans for each of the years encompassed by the award period. Annual incentive compensation is based on
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the attainment of net income goals for FPL and FPL Group, which are established by the Compensation Committee of FPL
Group’s Board of Directors (the Committee) at the beginning of the year. The amounts earned on the basis of this
performance measure are subject to reduction based on the degree of achievement of other corporate and business unit
performance measures, and in the discretion of the Committee. Mr. Broadhead's annual incentive compensation for 2000
was based on the achievement of FPL Group’s net income goals and the following performance measures for FPL (weighted
75%) and the non-utility and/or new businesses (weighted 25%) and upon certain qualitative factors. For FPL, the incentive
performance measures were financial indicators (weighted 50%) and operating indicators (weighted 50%). The financial
indicators were operations and maintenance costs, capital expenditure levels, net income, regulatory return on eguity and
operating cash flow. The operating indicators were service reliability as measured by the frequency and duration of service
interruptions and service unavailability; system performance as measured by availability factors for the fossil power plants,
and an industry index for the nuclear power plants; employee safety; number of significant environmental violations; customer
satisfaction survey results; load management installed capability and conservation programs’ annual installed capacity. For
the non-utility and/or new businesses, the performance measures were total combined return on equity; non-utility net income
and return on equity; corporate and other net income; employee safety; number of significant environmental violations and the
development of a plan to meet five-year growth objectives. The qualitative factors included measures to paosition FPL Group
for increased competition and initiating other actions that significantly strengthen FPL Group and enhance shareholder value.

Shareholder Value Awards

Estimated Future Payouts

Number of performance period under Non-Stock Price-Based Plans
Name shares until_Payout Target (#) Maximum(#)
James L. Broadhead ................ 19,266 1/1/00 - 12/31/02 19,266 30,826
Paul J. EVANSON ...ceinireeaannnnnn 9,688 1/1/00 - 12/31/02 9,688 15,501
Dennis P. Coyle .....vviiennannnnn 4,872 1/1/00 - 12/31/02 4,872 7,795
Thomas F. Plunkett ................ 4,128 1/1/00 - 12/31/02 4,128 6,605
tawrence J. Kelleher .............. 3,757 1/1/00 - 12/31/02 3,757 6,011

The shareholder value awards in the preceding table are, under normal circumstances, payable at the end of the three-year
performance pericd. The amount of the payout is determined by muitiplying the participant’s target number of shares by a
factor derived by comparing the average annual total shareholder return of FPL Group (price appreciation of FPL Group
common stock plus dividends) to the total shareholder return of the Dow Jones Electric Utilities Index companies over the
three-year performance period. The payout may not exceed 160% of targeted awards.

On December 15, 2000, FPL Group shareholders approved a proposed merger with Entergy Corporation, resulting in a
change of control under the definition in FPL Group’s 1884 Long Term Incentive Plan. See note (b} to the Summary

Compensation Table.

The named officers did not receive any stock option grants during 2000, did not exercise any stock options during 2000 and
held no exercisable options at the end of the year.
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Retirement Plans — FPL Group maintains a non-contributory defined benefit pension ptan and a supplemental executive
retirernent plan which covers FPL employees. The fallowing table shows the estimated annual benefits, calculated on a
straight-line annuity basis, payable upon retirement in 2000 at age 65 after the indicated years of service.

Pension Plan Tabie

Eligible Average years of Service
Annyal Compensation 10 20 30 40 50

$ 300,000 ...ttt et e e e $ 58,704 $ 117,397 $ 146,101 3 154,543 § 156,931
78,704 157,397 196,101 207,043 209,431

98,704 197,397 246,101 259,543 261,931

118,704 237,397 296,101 312,043 314,431

138,704 277,397 346,101 364,543 366,931

158,704 317,397 396,101 417,043 419,431

178,704 357,397 446,101 469,543 471,931

198,704 397,397 496,101 522,043 524,431

218,704 437,397 546,101 574,543 576,931

238,704 477,397 596,101 627,043 629,431

258,704 517,397 646,101 679,543 681,931

278,704 557,397 696,101 732,043 734,431

298,704 597,397 746,101 784,543 786,931

318,704 637,397 796,101 837,043 839,431

338,704 677,397 846,101 889,543 891,931

358,704 717,397 896,101 942,043 944,431

378,704 757,397 946,101 994,543 996,331

398,704 797,397 996,101 1,047,043 1,049,431

418,704 837,397 1,046,101 1,099,543 1,101,931

438,704 877,397 1,096,101 1,152,043 1,154,431

458,704 917,397 1,146,101 1,204,543 1,206,931

478,704 957,397 1,196,101 1,257,043 1,259,431

498,704 997,397 1,246,101 1,309,543 1,311,931

518,704 1,037,397 1,295,101 1,362,043 1,364,431
538,704 1,077,397 1,348,101 1,414,543 1,416,931
558,704 1,117,397 1,396,101 1,467,043 1,469,431

The compensation covered by the plans includes annual saiaries and bonuses of certain officers of FPL Group and annual
salanes of officers of FPL, as shown in the respective Summary Compensation Tables, but no other amounts shown in those
tables. Estimated credited years of service for the FPL executive officers named in the Summary Compensation Table are:

Mr. Broadhead, 12 years; Mr. Evanson, 8 years; Mr. Coyle, 11 years; Mr. Plunkett, 10 years and Mr. Keileher, 33 years.

Amounts shown in the table reflect deductions to partially cover emptoyer contributions to social security.

A supplemental retirement plan for Mr. Coyle provides for benefits based on two times his credited years of service. A
supplemental retirement plan for Mr. Evanson provides for benefits based on two times his credited years of service up to age
65 and one times his credited years of service thereafter. A supplemental retirement plan for Mr. Plunkett provides for
benefits, upon retirement at age 62 or more, based on two times his credited years of service up to age 65 and one times his

credited years of service thereafter.

FPL Group sponsors a split-dollar life insurance plan for certain of FPL’s and FPL Group's senior officers, including the FPL
executive officers named in the Summary Compensation Table. Benefits under the split-doilar plan are provided by universal
life insurance policies purchased by FPL Group. If the officer dies prior to retirement (defined to include age plus years of
service), or for Mr. Kelleher during employment or after retirement but prior to age 65, the officer's beneficiaries generally
receive two and one-half times the officer's annual salary at the time of death. If the officer dies after retirement, or for Mr.
Kelleher on or after 65 but before termination of his split dollar agreement, the officer's beneficiaries receive between 50% to
100% (100% to 180% depending upon age at time of death for Mr. Kelleher) of the officer's final annual salary. Upon
termination of the agreement after 10 years, at age 65 or termination of employment which qualifies as retirement, whichever
is later, the life insurance policies will be assigned to the officer or his beneficiary. Each officer is taxable on the insurance
carrier's one-year term rate for his life insurance coverage.

Employment Agreements - On December 15, 2000, when FPL Group’s shareholders approved a proposed merger with
Entergy Corporation, previously-existing employment agreements between FPL Group and certain officers, including the
individuals named in the Summary Compensation Table, became effective. The agreements provide that the officer shall be
employed by FPL Group for a period of four years (five years in the case of Mr. Broadhead) in a position at least
commensurate with his position with FPL Group in December 2000. Dunng the employment period the officer shall be paid
an annual base salary at least equal to his annual base salary for 2000, with annual increases consistent with those awarded
to other peer officers of FPL Group, but not less than the increases in the consumer price index; shall be paid an annual
bonus at least equal to the highest bonus paid to him for any of the three years immediately preceding 2000; be given the
opportunity to earn long term incentive compensation at least as favorable as such opportunities given to other peer officers
of FPL Group duning 2000 or thereafter and shall be entitled to participate in employee benefit plans providing benefits at lest
as favorable as those provided to other peer officers of FPL Group during 2000 or thereafter.
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In the event that the officer's employment is terminated (except for death, disability, or cause} or if the officer terminates his
employment far good reason, as defined in the agreement, the officer is entitled to severance benefits in the form of a lump-
sum payment equal to the compensation due for the remainder of the employment period or for two years, whichever is
longer. Such benefits would be based on the officer's then base salary plus an annual bonus at least equal to the bonus for
the year 2000. The officer is also entitled to the maximum amount payable under all long-term incentive compensation grants
outstanding, continued coverage under all employee benefit plans, supplemental retirement benefits and reimbursement for
any tax penalties incurred as a result of the severance payments.

Director Compensation - All of the directors of FPL are salaried employees of FPL Group and its subsidiaries and do not
receive any additional compensation for serving as a director.

ltem 12. Security Ownership of Certain Beneficial Owners and Management

FPL Group - The information required by this Item will be included in FPL Group's Proxy Statement and is incorporated
herein by reference.

FPL - FPL Group owns 100% of FPL's common stock. FPL's directors and executive officers beneficially own shares of FPL
Group's common stock as follows:

Name Number of Shares (a)

James L. Broadhead ... cuuineetntonans ot tseeaeseaetete et e 91,789

DENNTS P COY T @ o et vttt ae e et et e e e e e et st e e e aa st et se e e maa e e 26,439(b)

PAUT J. EVENSOM ettt e et ama e aan s n e s e s st an s meae e s e e aeasssaesseaanaeeneasenanns 47,021

Lawrence J. KeTTaher .ottt it e e e e it e et e 23,038

F 1T Ve Lo T O o 1 B Y o Y 14,049

Thomas F. PTUNKETL ..ottt ittt ittt et et ettt e s it e e e e e aaasnaanasnnns 15,070

ANTONTO ROGBITGUEZ -ttt ittt et e et te it e ae i ae st ransasstonannenannennns 7,632

A1l directors and executive officers as a group ........coiiiiiinnienene i 243,916(b) ()

{a) Information is as of January 31, 2001, except tor holdings under the thnft plans, which are as ot December 31, 2000 Unless otherwise indicated, each person
has sole voting and scle investment power.

(b)  Includes 25 shares owned by Mr. Coyle’s wife, as to which Mr Coyle disclaims beneficial ownership

(c) Less than 1% of FPL Group's common stock outstanding.

Section 16(a) Beneficial Ownership Reporting Compliance - FPL's directors and executive officers are required to file
initial reports of ownership and reports of changes of ownership of FPL Group common stock with the Securities and
Exchange Commission. Based upon a review of these filings and written representations from FPL directors and executive
officers, all required filings were timely made in 2000 except one transaction involving a gift transfer by Mr. Broadhead to a
trust for the benefit of members of Mr. Broadhead’s family was inadvertently not reported on Form 5 on a timely basis for
fiscal year 1999 due to an oversight by counsel to FPL Group.

item 13. Certain Relationships and Reiated Transaciions

FPL Group - The information required by this ltem will be included in FPL Group's Proxy Statement and is incorporated
herein by reference.

FPL - None
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PART IV

ltem 14. Exhibits, Financial Statement Schedules and Reports on Form 8-K

(a)

1.

Financia! Statements

independent Auditors’ Report
FPL Group:
Consolidated Statements of Income
Consolidated Balance Sheets
Consolidated Statements of Cash Flows
Consolidated Statements of Shareholders’ Equity
FPL:
Consolidated Statements of Income
Consolidated Balance Sheets
Consolidated Statements of Cash Flows
Consolhdated Statements of Shareholder's Equity
Notes to Consolidated Financial Statements

Financial Statement Schedules - Schedules are omitted as not applicable or not required.

Exhibits including those Incorporated by Reference

Exhibit o

Number Description

*2 Merger Termination and Release Agreement dated April 1, 2001 (filed as
Exhibit 2 to FPL Group's and FPL's Form 8-K dated April 1, 2001, File
Nos. 1-8841 and 1-3545, respectively)

*3(1)a Restated Articles of Incorporation of FPL Group dated December 31, 1984,
as amended through December 17, 1990 (filed as exhibit 4(a) to Post-
effective Amendment No. 5 to Form S-8, File No. 33-18669)

*3(i)b Amendment to FPL Group's Restated Articles of Incorporation dated June 27,
1996 (filed as Exhibit 3 to Form 10-Q for the quarter ended June 30, 1996,
File No. 1-8841)

*3(1)c Restated Articles of Incorporation of FPL dated March 23, 1992 (filed as
Exh1bi; 3(i)a to Form 10-K for the year ended December 31, 1993, File No.
1-3545

*3(i)d Amendment to FPL's Restated Articles of Incorporation dated March 23, 1992
(filed as Exhibit 3(1)b to Form 10-k for the year ended December 31, 1993,
File No. 1-3545)

*3({)e Amendment to FPL's Restated Articles of Incorporation dated May 11, 1992
(filed as Exhibit 3(i)c to Form 10-k for the year ended December 31, 1993,
File No. 1-3545)

*3(i)F Amendment to FPL's Restated Articles of Incorporation dated March 12, 1993
(filed as exhibit 3(i)d to Form 10-K for the year ended December 31, 1993,
File No. 1-3545)

*3(i)g Amendment to FPL's Restated Articles of Incorporation dated June 16, 1993
(f1led as Exhibit 3(i)e to Form 10-K for the year ended December 31, 1993,
File No. 1-3545)

*3(i)h Amendment to FPL's Restated Articles of Incorporation dated August 31, 1993
(filed as Exhibit 3(i)f to Form 10-Kk for the year ended December 31, 1993,
File No. 1-3545)

*3(3)1 Amendment to FPL's Restated Articles of Incorporation dated November 30,

1993 (f1led as Exhibit 3(i)g to Form 10-k for the year ended December 31,
1993, File No. 1-3545)

*3(i1)a Bylaws of FPL Group as amended February 12, 2001 (filed as Exhibit 3(iida
to Form 10-k for the year ended December 31, 2000, File No. 1-8841)

*3(ii)b Bylaws of FPL dated May 11, 1992 (filed as Exhibit 3 to Form 8-k dated
May 1, 1992, File No. 1-3545)

*4(a) Form of Rights Agreement, dated as of July 1, 1996, between FPL Group
and The First National Bank of Boston (filed as Exhibit 4 to Form 8-K
dated June 17, 1996, File No. 1-8841)

*4(h) Amendment to Rights Agreement dated as of July 30, 2000, between FPL
GrouE and Fleet National Bank (f/k/a The First National Bank of Boston),
as_the Rights Agent (filed as Exhibit 2 to Form 8-A/A dated 3July 31, 2000,
File No. 1—8841?
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*4(c)

*4(d)

*4(e)

*4(F)

*4(g)

*10(a)

*10(b)

*10(c)

*10(d)

*10(e)

*10(f)

*10(g)

*10Ch)

*10(1)

*10(1)

FPL
Group

Mort?age and Deed of Trust dated as of January 1, 1944, and Ninety-nine X
Supplements thereto between FPL and Bankers Trust Company and The
Florida National Bank of Jacksonville (now First Unijon National Bank of
Florida), Trustees {as of September 2, 1992, the sole trustee is Bankers
Trust Company) (filed as Exhibit B-3, File No. 2-4845:; exhibit 7(a),
File No. 2-7126; Exhibit_7(a), File No. 2-7523; Exhibit 7(a), File No.
2-7990; Exhibit 7(a}, File No. 2-9217; Exhibit 4(a)-5, File No. 2-10093;
Exhibit 4(c), File No. 2-11491; exhibit 4(b)-1, File No. 2-12900;
exhibit 4(b)-1, File No. 2-13255; Exhibit 4(b)-1, File No. 2-13705;
Exhibit 4(b)-1, File No. 2-13925; Exhibit 4(b)-1, File No. 2-15088;
exhibit 4(b)-1, File No. 2-15677; Exhibit 4(b)-1, File No., 2-20501;
Exhibit 4(b)-1, File No. 2-22104; exhibit 2(c), File No. 2-23142; Exhibit
2(c), File No. 2-24195; Exhibit 4(b)-1, File No. 2-25677; Exhibit 2(c).
File No. 2-27612; Exhibit 2(c), File No. 2-29001; exhibit 2{c), File

No. 2-30542; Exhibit 2(c), File No. 2-33038; Exhibit 2(c), File No.
2-37679%; Exhibit 2(c), File No. 2-39006; Exhibit 2(c), File No. 2-41312;
Exhibit 2(c), File No. 2-44234; Exhibit 2(c), File No. 2-46502; Exhibit
2(c), File No. 2-48679; Exhibit 2(c), File No. 2-49726; Exhibit 2(c),
File No. 2-50712; Exhibit 2(c¢), File No. 2-52826; Exhibit 2(c), File No.
2-53272; eExhibit 2(c), File No. 2-54242; Exhibit 2(¢), File No. 2-56228;
exhibits 2(c) and 2(d), File No. 2-60413; exhibits 2(c) and 2(d), File
No. 2-65701; eExhibit 2(c), File No. 2-66524; Exhibit 2{(c), File No.
2-67239; Exhibit 4(c), File No. 2-69716; Exhibit 4(c), File No. 2-70767;
Exhibit 4(b), File No. 2-71542; Exhibit 4(b), File No. 2-73799; Exhibits
4(c), 4(d) and 4(e), File_No. 2-75762; exhibit 4(c), File No. 2-77629;
Exhibit 4(c), File No. 2-79557; eExhibit 99(a) to Post-eEffective Amendment
No. 5 to Form S-8, File No. 33-18669; Exhibit 99(a) to Post-£ffective
Amendment No. 1 to Form 5-3, File No. 33-46076; Exhibit 4(b) to Form
10-k for the year ended December 31, 1993, File No. 1-3545; Exhibit

4(i) to Form 10-Q for the iuarter ended June 30, 1994, File No. 1-3545;
exhibit 4(b) to Form 10-Q for the quarter ended June 30, 1995, fFile

No. 1-3545; Exhibit 4(a) to Form 10-Q for the quarter ended march 31,
1996, File No. 1-3545; Exhibit 4 te Form 10-Q ?or the quarter ended

June 30, 1998, File No. 1-3545; and Exhibit 4 to Form 10-Q for the
quarter ended March 31, 1999, File No. 1-8841)

Indenture, dated as of June 1, 1999, between FPL Group Capital Inc and X
The Bank of New York, as Trustee (filed as Exhibit 4(a) to Form 8-K
pated July 16, 1999, File No. 1-8841)

Guarantee Agreement between FPL Group, Inc. (as Guarantor) and X
The Bank of New York (as Guarantee Trustee) date as of June 1, 1999
(filed as Exhibit 4(b) to Form 8-K dated 3July 18, 1999, File No. 1-8841)

one-hundredth Supplemental Indenture dated as of December 1, 2000 X
between FPL and Bankers Trust Company, Trustee (filed as Exhibit 4(f)

to FPL Group's and FPL's Form 10-K for the year ended December 31,

2000, File Nos. 1-8841 and 1-3545, respectively)

one Hundred First Supplemental Indenture dated as of December 1, X
2000 between FPL and Bankers Trust Company, Trustee (filed as

exhibit 4(g) to FPL Group's and FPL's Form 10-K for the year

ended pecember 31, 2000, File Nos. 1-8841 and 1-3545, respectively)

FPL Group Supplemental Executive Retirement Plan, amended and restated X
effective April 1, 1997 (filed as exmbit 10(a) to Form 10-K for the
year ended December 31, 1999, File No. 1-8841)

Amendments # 1 and 2 effective January 1, 1998 to FPL Group Supplemental X
Executive Retirement Plan, amended and restated effective Apriq 1, 1997

(filed as Exhibit 10(b) to Form 10-k for the year ended December 31,

1999, File No. 1-8841)

Amendment #3 effective January 1, 1999, to FPL Group Supplemental X
Executive Retirement Plan, amended and restated effective April 1, 1997

(filed as Exhibit 10(c) to Form 10-K for the year ended December 31,

1999, File No. 1-8841)

supplement to the FPL Group Supplemental Executive Retirement Plan X
as it applies to Paul J. Evanson effective January 1, 1996 (filed as

Exhibit 10§b) to Form 10-K for the year ended December 31, 1996, File

No. 1-8841

Supplement to the FPL Group Supplemental Executive Retirement Plan as X
it applies to Thomas F. Plunkett (filed as Exhibit 10(e) to Form 10-K
for the year ended December 31, 1997, fFile No. 1-8841)

supplemental Executive Retirement pPlan for Dennis P. Coyle effective X
November 15, 1993 (filed as Exhibit 10(f) to Form 10-K for the year
ended December 31, 2000, File No. 1-8841)

Long-Term Incentive Plan 1994 (filed as Exhibit 4(d) to Form 5-8, File X
No. 33-57673)

Annual Incentive Plan (filed as Exhibit 10(h) to Form 10-k for the b
year ended December 31, 2000, File No. 1-8841)

FPL Group, Inc. Deferred Compensation Plan, amended and restated effective X
January 1, 1995 (filed as Exhibit 99 to Form $-8, File Mo. 333-88067

FPL Group Executive Long Term Disabiylity plan effective January 1, 1995 X

(filed as Exhibit 10(g) to Form 10-K for the year ended December 31,
1995, File No. 1—8841?
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Group EPL
*10(k) Employment Agreement between FPL Group and James L. Breadhead, amended and x
restated as of May 10, 1999 (filed as Exhibit lo(a) to Form 10- Q for the
quarter ended September 30, 1899, rile No. 1-8841)
*10(1) Employment Agreement between FPL Group and Dennis P. Coyle, amended and X
restated as of May 10, 1999 (filed as Exhibit 10(b) to Form 10-Q for the
qguarter ended September 30, 1999, File No. 1-8841)
*10(m) Employment Agreement between FPL Group and Paul J. Evanson, amended and X
restated as of May 10, 1999 (filed as Exhibit 10(c) to Form 10-Q for the
quarter ended Septemb