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DEFINITIONS 

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

AFUDC 
BART 
capacity clause 
Charter 
Constellation Energy 
CRDM 
DOE 
Duane Amold 
EMF 
EMT 
2005 Energy Act 
environmental clause 
ERCOT 
EPA 
FAS 
FASB 
FDEP 
FERC 
FGT 
FIN 
FMPA 
FPL 
FPL Energy 
FPL FiberNet 
FPL Group 
FPL Group Capital 
FPSC 
fuel clause 
Gexa 
Gulfstream 
Holding Company Act 
IARC 
I RS 
kv 
kwh 
LIBOR 
LTlP 
Management's Dlscussion 
mortgage 

MRO 
mw 
NEPOOL 
NERC 
Note - 
NO, 
NRC 
Nuclear Waste Pollcy Act 
NYPP 
O&M expenses 
PJM 
PMI 
Point Beach 
PTC 
PURPA 
qualifying facilities 
RFC 
RFP 
ROE 
Seabrook 
SEC 
SERC 
so2 
SPP 
VIE 
WECC 

Meaning 
allowance for funds used ciuring construction 
Best Available Retrofit Technology 
capacity cost recovery clatise, as established by the FPSC 
restated articles of incorporation, as amended, of FPL Group or FPL. as the case may be 
Constellatlon Energy Group, inc. 
control rod drive mechanism 
U.S. Department of Energy 
Duane Arnold Energy Center 
electric and magnetic fields 
Energy Marketing B Trading 
Energy Policy Act of 2005 
envlronmentai compllance cost recovery clause, as established by the FPSC 
Electric Reliability Council of Texas 
U.S. Envlronmentel Protection Agency 
Statement of Financial Accounting Standards No. 
Financiel Accounting Standards Board 
Florida Department of Environmental Protection 
Federal Energy Regulatory Commission 
Florida Gas Transmlsslon Company 
FASB Interpretation No. 
Florida Municipal Power Aijency 
Florida Power & Light Company 
FPL Energy, LLC 
FPL FiberNet, LLC 
FPL Group, Inc. 
FPL Group Capital Inc 
Florida Public Service Conimission 
fuel and purchased power cost recovery clause, as established by the FPSC 
Gexa Energy, LP 
Gulfstream Natural Gas System, L.L.C. 
Public Utility Holding Company Act of 2005 
International Agency for Research on Cancer 
Internal Revenue Service 
kilovolt(s) 
kilowatt-hour@) 
London InterBank Offered Rate 
FPL Group, Inc. Amended and Restated Long Term Incentive Plan 
Item 7. Management's Discussion and Analysis of Finenciai Condition and Results of Operations 
mortgage end deed of trust dated as of January 1, 1944, from FPL to Deutsche Bank Trust Company 
Americas, as supplemented and amended 
Midwest Reliability Organization 
megawatt@) 
New England Power Pool 
North American Electric Rollability Council 
note -to consolidated fliiancial statements 
Nitrogen oxide 
U.S. Nuclear Regulatory Commission 
Nuclear Waste Policy Act of 1982 
New York Power Pool 
other operations and maintenance expenses in the consolidated statements of Income 
PJM Interconnection, L.L.C. 
FPL Energy Power Marketing, Inc. 
Point Beach Nuclear Powalr Plant 
production tax credits 
Publlc Utility Regulatory Policies Act of 1978, as amended 
non-utility power production facilities meetlng the requlrements of a quallfying facillty under the PURPA 
ReliabilityFlrst Corporation 
request for proposal 
return on common equity 
Seabrook Station 
U.S. Securities and Exchange Commlssion 
Southeastern Electric Relizibility Councli 
Sulfur dloxide 
Southwest Power Pool 
veriebie Interest entity 
Western Electricity Coordinating Council 

FPL Group, FPL, FPL Group Capital and FPL Energy ei8ch have subsidiaries and affiliates with names that include FPL, FPL 
Energy, FPLE and similar references. For convenience and simplicity, in this report the terms FPL Group, FPL, FPL Group 
Capital and FPL Energy are sometimes used as abbreviated references to specific subsidiaries, affiliates or groups of 
subsidiaries or affiliates. The precise meaning depends Dn the context. 
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FORWARD-LOOKING STATEMENTS 

This report includes forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 
1995. Any statements that express, or involve discusslions 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, believe, could, estimated, may, plan, potential, projection, target, outlook) are not statements of 
historical facts and may be forward-looking. Forward-looking statements involve estimates, assumptions and 
uncertainties. Accordingly, any such statements are qualified in their entirety by reference to important factors included in Part 
I, Item IA. Risk Factors (in addition to any assumptions and other factors referred to specifically in connection with such 
forward-looking statements) that could have a significant impact on FPL Group's andlor FPL's operations and financial results, 
and could cause FPL Group's and/or FPL's actual results to differ materially from those contained in forward-looking 
statements made by or on behalf of FPL Group and/or FPL in this combined Form 10-K, in presentations, on their respective 
websites, in response to questions or otherwise. 

Any forward-looking statement speaks only as of the date on which such statement is made, and FPL Group and FPL 
undertake no obligation to update any forward-looking statement to reflect events or circumstances, including unanticipated 
events, after the date on which such statement is macle. 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. 
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PART I 

Item 1.  Business 

FPL GROUP 

FPL Group was incorporated in 1984 under the laws of Florida. FPL Group's principal subsidiary, FPL, is a rate-regulated 
utility engaged primarily 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 FPL Group's operating Subsidiaries other than 
FPL. The business activities of these operating subsidiaries primarily consist of FPL Energy's competitive energy business. At 
December 31, 2006, FPL Group and its subsidiaries employed approximately 13,300 people. For financial Information 
regarding FPL Group's business segments, see Note 17. 

In 2005, President Bush signed into law the 2005 Energy Act, which substantially affected the regulation of energy 
companies. The 2005 Energy Act included provisions that, among other things, amended federal energy laws, provided the 
FERC with new oversight responsibilities, repealed the Public Utility Holding Company Act of 1935, as amended, which 
regulated the financial structure of certain utility holding companies and, among other things, restricted mergers and 
acquisitions in the electric industry, and enacted the Holdiing Company Act. FPL Group is a hoMing company, as defined In the 
Holding Company Act. 

In December 2005, FPL Group and Constellation Energy announced a proposed merger. As a result of continued uncertainty 
over regulatory and judicial matters in Maryland, on October 24, 2006, FPL Group and Constellation Energy mutually agreed to 
terminate the proposed merger. No termination fee is payable under the termination agreement unless Constellation Energy 
agrees with another party to a comparable transaction or1 or prior to September 30,2007, in which case a fee will be payable to 
FPL Group by Constellation Energy. For additional information, see Note 2. 

Environmental. Federal, state and local environmental laws and regulations cover air and water quality, land use, power 
plant and transmission line siting, EMF from power lines ,and substations, oil discharge from transformers, lead palnt, asbestos, 
noise and aesthetics, solid waste, natural resources, wildlife mortality 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. Environmental regulations are subject to change. The following is a discussion of emerging federal initiatives and 
rules that could potentially affect FPL Group. See FPL Operations - Environmental and FPL Energy Operations - 
Environmental for a discussion of certain impacts specific to those entities. 

' 

, 

Climate Change - As a participant in President Bush's Climate Leader Program to reduce greenhouse gas intensity in the 
United States by 18% by 2012, FPL Group has inventoried its greenhouse gas emission rates and has committed to a 2008 
reduction target of 18% below a 2001 baseline emission rate measured in pounds per megawatt-hour. FPL Group believes 
that the planned operation of its generating portfolio, along with its current efficiency initiatives, greenhouse gas management 
efforts and increased use of renewable energy, will allow it to achieve this target. In addition, FPL Group has joined the U.S. 
Climate Action Partnership, an alliance made up of a diverse group of US.-based businesses and environmental 
organizations, which in early 2007 issued a set of principles and recommendations to address global climate change and the 
reduction of greenhouse gas emissions. 

The US. Congress is considering several legislative pmposals that would establish new mandatory regulatory requirements 
and reduction targets for greenhouse gases. Based on the most current reference data available from government sources, 
FPL Group is among the lowest emitters of greenhouse gases measured by its rate of emissions to generation in pounds per 
megawatt-hour. However, these legislative proposals have differing methods of implementation and the impact on FPL's and 
FPL Energy's generating units and/or the financial im3act (either positive or negative) to FPL Group and FPL could be 
material, depending on the eventual structure of any legi!;lation enacted and specific implementation rules adopted. 

Multi-Pollutant Legislation - The U.S. Congress and the Bush Administration are considering several legislative proposals that 
would establish new regulatory requirements and reduction targets for sulfur dioxide, nitrogen oxide, mercury, and in some 
proposals, carbon dioxide. Based on the most curreni reference data available from government sources, FPL Group is 
among the lowest generators of these emissions measiJred by its rate of emissions to generation in pounds per megawatt- 
hour. However, these multi-pollutant proposals have diifering methods of implementation and the impact on FPL's and FPL 
Energy's generating units and/or the financial impact (either positive or negative) to FPL Group and FPL could be material, 
depending on the eventual structure of any legislation enacted and specific implementation rules adopted. 

Clean Air Act MercufyNicke/ Rule - In 2005, the EPA prclposed a final rule to regulate mercury emissions from coal-fired electric 
utility steam generating units under Section 11 1 of the Clean Air Act. The EPA's proposed final rule seeks to reduce mercury 
emissions starting in 2010 through "cobenefits" reduction occurring as a result of pollution control equipment currently installed or 
to be installed in response to the Clean Air Interstate Rule or other environmental rules. This proposed final rule would also allow 
the EPA to implement a mercury emissions trading program. There is considerable opposition to the proposed final rule from 
environmental groups, which contend that there should be more stringent control of mercury emissions, 
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During 2005, the EPA determined that new data indicated that nickel emissions from oil-fired units should not be regulated under 
Section 112 of the Clean Air Act, which set Maximum Achievable Control Technology standards, and as a result the EPA 
published a final rule delisting nickel from the requirenlents of regulation under Section 112. Both the mercury and nickel 
rulemaking decisions are being challenged by various states and environmental groups. 

Clean Air interstate Rule (CAR) - In 2005, the EPA published a final CAIR that requires SO2 and NOx emissions reductions from 
electric generating units in 28 states where their emissions are transported to downwind states allegedly resulting in fine particulate 
(PM 2.5) and ozone non-attainment. The final rule requires phased reductions in SO2 emissions by 2010 and by 2015, and 
reductions in NOx emissions by 2009 and by 2015, everitually reaching a nationwide reduction of 65% below a 2002 baseline 
emission rate for each. In the final rule, through the USEI of modeling data, the states in which FPL facilities are located were 
determined to be contributors of PM 2.5 and/or ozone production in downwind states. However, FPL Group believes that the 
emissions from most of its Florida generating facilities are not affecting the non-attainment status of downwind areas. In 2005, 
FPL Group filed a petition for reconsideration with the EPA and a lawsuit in the U.S. Court of Appeals for the District of Columbia 
challenging the SOz and NOx provisions in CAIR. In March 2006, the EPA denied FPL Group's and other petitioners' requests to 
revise the final rule. FPL Group will continue to challenge the SO2 and NOx provisions of the final rule through the lawsuit that it 
filed. 

Clean Air Visibility Rule - In 2005, the EPA issued the Clean Air Visibility Rule to address regional haze in areas which include 
certain national park and wilderness areas through the installation of BART for electric generating units. BART eligible units 
include those built between 1962 and 1977 that have the potential to emit more than 250 tons of visibility-impairing pollution a 
year. The rule requires states to identify the facilities required to install BART controls by 2008 and allows for a fivayear 
period to implement pollution controls. 

Clean Water Act Section 376(b) - In 2004, the EPA issued a rule under Section 316(b) of the Clean Water Act to address 
location, design, construction and capacity of intake structures at existing power plants with once-through cooling water 
systems. The rule requires FPL Group to demonstrate that it has met or will meet new impingement mortality (the loss of 
organisms against screens and other exclusion devices) and/or entrainment (the loss of organisms by passing through the 
cooling water system) reductions by complying with on(3 of several compliance alternatives, including the use of technology 
andlor operational measure and response to the rule may involve the performance of biological studies. FPL Group has been 
conducting the necessary studies/analyses over the past few years and was planning to submit solutions for regulatory 
approval In early 2008. However, on January 25,2007, the U.S. Court of Appeals for the Second Circuit ruled on a challenge 
to the rule by a number of environmental groups and six northeastern states. In its ruling, the court eliminated several of the 
compliance alternatives, including the use of restoration measures, from consideration and remanded the rule to the EPA for 
further rulemaking. Accordingly, the final requirements are uncertain. 

Website Access to SEC Filings. FPL Group and FPL make their SEC filings, including their annual report on Form 10-K, 
quarterly reports on Form 10-Q, current reports on Fomi 8-K, and any amendments to those reports, available free of charge 
on FPL Group's internet website, www.folarouo.com, as soon as reasonably practicable after they are electronically filed with 
or furnished to the SEC. 

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 to a population of more than 8.5 million throughout most of the east and lower west coasts of 
Florida. During 2006, FPL served approximately 4.4 million customer accounts. The percentage of FPL's operating revenues 
by customer class was as follows: 

Years Ended December 31, 
2006 2005 2004 
- 7 -  

Residential 
Commercial 
Industrial 
Other, including deferred or recovered clause revenues, the net change in 

unbilled revenues, any provision for retail rate refund, 'gas, transmission 
and wholesale sales and customer-related fees 

54% 55% 54% 
39 37 37 
3 3 3 

FPL currently holds 176 franchise agreements to provide electric service in various municipalities and counties in Florida with 
varying expiration dates through 2037. Of the 176 franchise agreements, 13 expire in 2007, six expire in 2008 and 157 expire 
during the period 2009 through 2037. Ongoing negotiations are taking place to renew franchises with upcoming 
expirations. FPL considers its franchises to be adequate for the conduct of its business. 

Regulation. FPL's retail operations provided approximately 99% of FPL's 2006 operating revenues. Retail 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 wbject to regulation by the FERC with respect to certain aspects of Its 
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operations, including the acquisition and disposition of facilities, interchange and transmission services and wholesale 
purchases and sales of electric energy. In addition, FPL's nuclear power plants are subject to the jurisdiction of the 
NRC. NRC regulations govern the granting of licenses lor the construction, operation and retirement of nuclear power plants 
and subject these plants to continuing review and regulation. 

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 accomFllish 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 utility system. These basic costs include 
O&M expenses, depreciation and taxes, as well as a retLirn 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-average cost of capital, which includes its 
costs for outstanding debt and preferred stock and, typically, an allowed ROE. The FPSC monitors FPL's actual ROE through 
a surveillance report that is filed monthly by FPL with the! FPSC. The FPSC does not provide assurance that an allowed ROE 
will be achieved. Base rates are determined in rate proceedings or through negotiations, which occur at Irregular intervals at 
the initiative of FPL, the FPSC, the State of Florida Office! of Public Counsel or a substantially affected party. 

In 2005, the FPSC approved a stipulation and settlement agreement regarding FPL's retail base rates (2005 rate agreement), 
signed by FPL and all of the interveners in its 2005 rate case filing. FPL expects the 2005 rate agreement to be In effect 
through December 31, 2009, and thereafter shall remain in effect until terminated on the date new retail base rates become 
effective pursuant to an FPSC order. The 2005 rate agreement replaced a rate agreement that was effective April 15, 2002 
through December 31,2005 (2002 rate agreement). 

The 2005 rate agreement provides that retail base rates will not increase during the term of the agreement except to allow 
recovery of the revenue requirements of any power plant approved pursuant to the Florida Power Plant Siting Act (Siting Act) 
that achieves commercial operation during the term of the 2005 rate agreement. Retail base rates will increase approximately 
$127 million on an annualized basis when a 1,144 mw natural gas-fired plant at FPL's Turkey Point site (Turkey Point Unit No. 
5) is placed in service, which is expected to occur in the second quarter of 2007 (see System Capability and Load below). The 
2005 rate agreement also continues the revenue sharing mechanism in FPL's 2002 rate agreement, whereby revenues from 
retail base operations in excess of certain thresholds will be shared with customers on the basis of two-thirds refunded to 
customers and one-third retained by FPL. Revenues from retail base operations in excess of a second, higher threshold (cap) 
will be refunded 100% to customers. The revenue sharing threshold and cap for 2007 and each succeeding year is 
established by increasing the prior year's threshold and tap by the sum of the following: (i) the average annual growth rate in 
retail kwh sales for the ten-year period ending December 31 of the preceding year multiplied by the prior year's retail base rate 
revenue sharing threshold and cap and (ii) the amount of any incremental base rate increases for power plants approved 
pursuant to the Siting Act that achieve commercial operation during the term of the 2005 rate agreement. The revenue sharing 
threshold and cap for 2007 is estimated to be $4,203 millilon and $4,373 million, respectively, and will be adjusted based on the 
actual incremental base revenues associated with Turkey Point Unit No. 5 going into service in the second quarter of 
2007. For the year ended December 31,2006, revenues from retail base operations did not exceed the 2006 threshold. 

Under the terms of the 2005 rate agreement: (i) FPL's electric property depreciation rates are based upon the comprehensive 
depreciation studies it filed with the FPSC in March 2005; however, FPL may reduce depreciation by up to $125 million 
annually which was also permitted under the 2002 rate agreement, (ii) FPL suspended contributions of approximately $79 
million per year to its nuclear decommissioning fund beginning in September 2005, (iii) FPL suspended contributions of $20.3 
million per year to its storm and property insurance reserve beginning in 2006 and has the ability to recover prudently incurred 
storm restoration costs, either through securitization pursuant to Section 366.8260 of the Florida Statutes or through 
surcharges, and (iv) FPL will be allowed to recover through a cost recovery clause prudently incurred incremental costs 
associated with complying with an FPSC or FERC order regarding a regional transmission organization. 

FPL does not have an authorized regulatory ROE under the 2005 rate agreement for the purpose of addressing earnings 
levels. For all other regulatory purposes, FPL has an ROE of 11.75%. Under the 2005 rate agreement, the revenue sharing 
mechanism described above is the appropriate and exclusive mechanism to address earnings levels. However, if FPL's 
regulatory ROE, as reported to the FPSC in FPL's monthly earnings surveillance report, falls below 10% during the term of the 
2005 rate agreement, FPL may petition the FPSC to amend its base rates. 

Fuel costs are recovered from customers through levelizeld charges per kwh established under the fuel clause. These charges 
are calculated annually based on estimated fuel costs aiid 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. In 2006, approximately $6.4 billion of costs were recovered through the 
fuel clause. The FPSC has approved a risk management fuel procurement program which is intended to reduce the risk of 
unexpected fuel price volatility by locking in fuel prices for a portion of FPL's fuel requirements. The results of the program are 
reviewed by the FPSC as part of the annual review of fuel costs. See Energy Marketing and Trading, Management's 
Discussion - Results of Operations, Note 1 - Regulation ;and Note 4. 

Capacity payments to other utilities and generating companies for purchased power are recovered from customers through the 
capacity clause and base rates. In 2006, approximately $583 million of costs were recovered through the capacity 
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clause. Costs associated with implementing energy conservation programs totaled approximately $174 million in 2006 and 
were recovered from customers through the energy conservation cost recovery clause. Costs of complying with federal, state 
and local environmental regulations enacted after April 1993 totaled $26 million in 2006 and were recovered through the 
environmental clause to the extent not included in base Kites. 

In February 2007, the FPSC approved a nuclear cost recovery rule that provides for the recovery of all prudently incurred costs 
for siting, designing, licensing and constructing new nuclear power plants. FPL is in the process of evaluating the economics, 
risks and advisability, among other things, of potentially building a new nuclear power plant in its service area. 

FPL was impacted by four hurricanes in 2005 and three hurricanes in 2004, which caused major damage in parts of FPL's 
service territory. Storm restoration costs incurred by FPL during 2005 and 2004 exceeded the amount In the storm and 
property insurance reserve. At December 31, 2006, FPL's storm reserve deficiency totaled approximately $868 million. In 
May 2006, the FPSC approved the issuance of up to $708 million of bonds pursuant to the securitization provisions of Section 
366.8260 of the Florida Statutes for the net-of-tax recovery by FPL of the estimated storm reserve deficiency, Including 
interest, and for a storm and property insurance reservo of $200 million. 'The unrecovered 2004 storm restoration costs are 
being recovered through a previously approved storm damage surcharge applied to retail customer bills since February 
2005. Once the bonds are issued, a surcharge to retail customers will be used for repayment of the outstanding bonds. FPL 
is working with the FPSC staff and its financial advisors to complete the issuance of the bonds. See Note 1 - Storm Reserve 
Deficiency. 

In January 2006, FPL introduced an initiative to enhance its electrical grid as a result of heightened hurricane activity and in 
response to concerns expressed by the community, state leaders and regulators. The estimated capital ex enditures 
associated with this initiative, as well as the FPSC's appioved storm preparedness plan (collectively, Storm Secure" Plan) for 
2007 through 2011 are included in FPL's projected capital expenditures. See Capital Expenditures below and Note 16 - 
Commitments. See also Management's Discussion - Results of Operations - FPL for further discussion regarding the impact 
of Storm Secure Plan costs on O&M expenses. The estimated costs associated with the Storm Secure Plan, both capital 
expenditures and O&M expenses, are subject to change! over time based on, among other things, productivity enhancements 
and prioritization. 

The FPSC has the authority to disallow recovery of cost!; that it considers excessive or imprudently incurred. Such costs may 
include, among others, O&M expenses, the cost of replacing power lost when fossil and nuclear units are unavailable, storm 
restoration costs and costs associated with the construction or acquisition of new facilities. 

Competition. FPL currently faces competiiion from other suppliers of electrical energy to wholesale customers and from 
alternative energy sources and self-generation for other customer groups, primarily industrial customers. The FERC has 
jurisdiction over potential changes that could affect corripetition in wholesale transactions. In 2006, operating revenues from 
wholesale and industrial customers combined represented approximately 4% of FPL's total operating revenues. Various 
states, other than Florida, have enacted legislation or have state commissions that have issued orders designed to allow retail 
customers to choose,their electricity supplier. Managerrlent believes it is unlikely there will be any state actions to restructure 
the retail electric industry In Florida in the near future. If 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 iissess their recoverability in a changed regulatory environment. See 
Management's Discussion - Critical Accounting Policies and Estimates - Regulatory Accounting. 

The FPSC promotes cost competitiveness in the building of new stearri generating capacity by requiring investorowned 
electric utilities, such as FPL, to issue an RFP. The RFP process allows Independent power producers and others to bid to 
supply the new generating capacity. If a bidder has the most cost-effective alternative, meets other criteria such as financial 
viability and demonstrates adequate expertise and experience in building and/or operating generation capacity of the type 
proposed, the investor-owned electric utility would seek tm3 negotiate a power purchase agreement with the selected bidder and 
request that the FPSC approve the terms of the p o i w  purchase agreement and, if appropriate, provide the required 
authorization for the construction of the bidder's generation capacity. In September 2006, the FPSC granted FPL an 
exemption from the FPSC's bid rule for two ultra super critical pulverized coal generating units that FPL is seeking to build in 
Glades County, Florida. See System Capability and Losid. Effective February 2007, the FPSC eliminated the requirement for 
utilities to issue an RFP for new nuclear power plants sited after June 2006. 

System Capability and Load. At December 31, 2006, FPL's resources for serving load consisted of 24,651 mw, of which 
20,981 mw were from FPLowned facilities (see Item 2 - Generating Facilities) and 3,670 mw were available through 
purchased power contracts (see Note 16 - Contracts). FPL's projected reserve margin for the summer of 2007 is 
approximately 22.6% and reflects the addition of Turkey Point Unit No. 5, which is expected to be placed in service during the 
second quarter of 2007. This reserve margin is expected to be achieved through the combination of output from FPL's 
generating units, purchased power contracts and the capability to reduce peak demand through the implementation of load 
management, which was estimated to be 1,444 mw at December 31, 2006. 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. The highest peak FPL has served to date was a summer peak of 22,361 mw, which occurred on August 17, 
2005. FPL had adequate resources available at the time of this peak to meet customer demand. 
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Tuikey Point Unit No. 5 is currently under construction and is expected to be placed in service during the second quarter of 
2007. In June 2006, the FPSC approved FPL's proposal to build two approximately 1,220 mw natural gas-fired combined- 
cycle units in western Palm Beach County, Florida, with planned in-service dates of 2009 and 2010, which were subsequently 
approved by the Siting Board (comprised of the Florida governor and cabinet) under the Siting Act in December 2006. In 
February 2007, FPL filed a need application with the FIPSC to build two ultra super critical pulverized coal generating units 
totaling approximately 1,960 mw in Glades County, Florida with planned in-sewice dates of 2013 and 2014. 

Fuel Mix. FPL's generating plants use a variety of fuels. The diverse fuel options, along with purchased power, enable FPL 
to shift between sources of generation to achieve a mOre.economical fuel mix. See Fossil Operations, Nuclear Operations and 
Item 2 - Generating Facilities. 

FPL's 2006 fuel mix based on kwh produced was as follows: 

Source 

Natural gas 
Nuclear 
Purchased power 
Oil 
Coal 

50 % 
20 % 
17% 
8% 
5% 

Fossil Operations. FPL owns and operates 82 units that utilize fossil fuels such as natural gas and/or oil, and has a joint- 
ownership interest in three coal units. FPL's fossil unib are out of service from time to time for routine maintenance or on 
standby during periods of mild weather. Since June 2006, FPL has experienced compressor blade failures in three 
combustion turbine compressors (CTCs) at two of Its fosisil generating plants, resulting in significant damage to the combustion 
turbines. FPL has 28 of this type of CTCs in its generating fleet, which were all made by the same manufacturer. Recently 
other companies in the electric industry have reported siinilar failures. The manufacturer of the CTCs has determined the root 
cause of the first failure experienced by FPL involving a rotating blade and is in the process of determining how to remediate 
the issue. In the interim, FPL is conducting inspections of all rotating compressor blades in its generating fleet and replacing 
any blade sets found to have cracks. FPL Group is currisntly working with the manufacturer of the CTCs to determine the root 
cause of the other two failures in the stationary section of the compressor and how to remediate the issue. In the interim, FPL 
is planning to proactively replace a portion of the stationary compressor blades it considers to be at higher risk of 
failure. Repairs to all three of the units affected have betrn completed and the units returned to service. 

FPL has four firm transportation contracts in place with F'GT and one firm transportation contract with Gulfstream that together 
are expected to satisfy substantially all of the anticipated needs for natural gas transportation at its existing units. The four 
existing FGT contracts expire between 2015 and 2022, while the Gulfstream contract expires in 2028. The two contracts 
expiring in 2015 may be extended by FPL until 2030 To the extent desirable, FPL can also purchase interruptible gas 
transportation service from FGT and Gulfstream based on pipeline availability. FPL has several short- and medium-term 
natural gas supply contracts to provide a portion of FF'L's anticipated needs for natural gas. The remainder of FPL's gas 
requirements are purchased under other contracts and ir i  the spot market. In addition, FPL has entered into several long-term 
agreements for storage capacity and transportation of natural gas from facilities that have not yet begun construction. These 
agreements range from 12 to 23 years in length and are contingent upon certain events, including approval by the FERC and 
completion of construction of the facilities in 2008 and 2!009. FPL's oil requirements are obtained under short-term contracts 
and in the spot market. See Note 16 - Contracts. 

FPL has, through its joint ownership interest in St. Johns River Power Park (SJRPP) 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. FPL's remaining 
fuel requirements for these units will be obtained in the spot market. See Note 16 - Contracts. 

Nuclear Operations. FPL owns and operates four nuclear units, two at Turkey Point and two at St. Lucie. FPL has 
received operating license extensions to operate Turkey Point Units Nos. 3 and 4 and St. Luck Units Nos. I and 2 until 2032, 
2033, 2036 and 2043, respectively. The nuclear units are periodically removed from service to accommodate normal refueling 
and maintenance outages, repairs and certain other modifications. Scheduled nuclear refueling outages typically require the 
unit to be removed from service for approximately 30 days. 
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Scheduled nuclear refueling outages by unit are as follows: 

Unit 

St. Lucie Unit No. 1 
St. Lucie Unit No. 2 
Turkey Point Unit No. 3 
Turkey Point Unit No. 4 

Refueling Outage 
Most Recent- Next Scheduled 

Fall 2005 Spring 2007 (') 
Spring 2006 Fall 2007 (bl 

Spring 2006 Fall 2007 
Fall 2006 Spring 2008 

(a) FPL anticipates replacing incore instrument thimbles durlng this outage, which is expected to extend the number of days the unit will be removed from 
sawice to approximately 50 days. 

lb) FPL anticipates replacing the reactor vessel head and steam penerston during this outage, which is expected to extend the number of days the unit will 
be removed from sawice to approximately 85 days. 

In 2003, the NRC issued an order requiring all pressurized water reactor licensees, including FPL. to perform visual and 
volumetric inspections of reactor vessel heads at each unit's scheduled refueling outage to identify if degradation such as 
cracking or corrosion has occurred. In conjunction with .the NRC order, FPL has performed visual and volumetric inspections 
of its nuclear units' reactor vessel heads during their scheduled refueling outages since October 2002. FPL replaced the 
reactor vessel heads at Turkey Point Unit No. 3, Turkey Point Unit No. 4 and St. Lucie Unit No. 1 during their scheduled 
refueling outages in the fall of 2004, spring of 2005 and fall of 2005, respectively, and therefore no further inspections will be 
required at these units until 2009. The inspections during scheduled refueling outages at St. Lucie Unit No. 2 in 2003 and 
2005 revealed CRDM nozzles with cracks, which were repaired during the outages. FPL intends to replace the reactor vessel 
head at St. Lucie Unit No. 2 during its next scheduled ntfueling outage in the fall of 2007. The cost to replace St. Lucie Unit 
No. 2's reactor vessel head, including AFUDC, is includctd in FPL's estimated capital expenditures below. See Management's 
Discussion - Results of Operations - FPL and Note 16 - Commitments. 

St. Lucie Unit No. 2's steam generators are reaching thlB end of their useful life. As flaws were identified in individual tubes, 
they were plugged in order to prevent the tubes from leaking during plant operations. FPL intends to replace the steam 
generators along with the reactor vessel head at St. Lucie Unit No. 2 durlng Its next scheduled refueling outage in the fall of 
2007. The cost to replace St. Lucie Unit No. 2's steam generators, including AFUDC, is included in FPL's estimated capital 
expenditures below. See 16 - Commitments. 

During 2003, nuclear utilities other than FPL Identified that pressurizer heater sleeves made with a particular material (alloy 
600) were experiencing penetration cracks and leaks as a result of primary water stress corrosion cracking. As a result, in 
2004, the NRC issued a bulletin requesting utilities to identify and inspect all alloy 600 and weld materials in all pressurizer 
locations and connected steam space piping. Due to the amount of time and cost associated with correcting potential leaks, 
FPL replaced St. Lucie Unit No. 1's pressurizer during lis fall 2005 outage, FPL will begin the repair of St. Lucie Unit No. 1's 
non-pressurizer penetrations with alloy 600 weld materials during its fall 2008 outage and expects to complete the repairs by 
2010. The St. Lucie Unit No. 2 pressurizer has 30 heater sleeves as compared to 120 heater sleeves in the St. Lucie Unit No. 
1 pressurizer. Accordingly, FPL has decided to repair mther than replace St. Lucie Unit No. 2's alloy 600 pressurizer heater 
sleeves during Its spring 2009 outage. During St. Lucie IJnit No. 2's next scheduled refueling and steam generator and reactor 
vessel head replacement outage in the fall of 2007, FPL will inspect the pressurizer heater sleeves and begin repairs of other 
pressurizer and non-pressurizer penetrations with alloy 600 weld materials. The repairs to St. Lucie Unit No. 2's other 
penetrations are scheduled to be completed by 2010. 'The estimated cost of repairs for the St. Lucie units are included in 
FPL's estimated capital expenditures below. See Note '16 - Commitments. All pressurizer penetrations and welds at Turkey 
Point Units Nos. 3 and 4 utilize a different material. 

FPL leases nuclear fuel for all four of its nuclear units. See Note 1 - Nuclear Fuel. FPL Group and FPL consolidate the lessor 
entity in accordance with FIN 46, "Consolidation of Variable Interest Entities", as revised (FIN 46(R)). See Note 9 - FPL. The 
contracts for the supply, conversion, enrichment and fabiication of FPL's nuclear fuel have expiration dates ranging from 2008 
through 2016. Currently, FPL is storing spent fuel on site pending its removal by the DOE. 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 2006, FPL has paid approximately $562 million in such fees to the DOEs nuclear waste fund. The DOE did not 
meet its statutory obligation for disposal of spent nucleiu fuel under the Nuclear Waste Policy Act. In 1997, a federal court 
ruled, in response to petitions filed by utilities, state governments and utility commissions, that the DOE could not assert a 
claim that its delay was unavoidable in any defense against lawsuits by utilities seeking money damages arising out of the 
DOEs failure to perform its obligations. In 1998, FPL filed a lawsuit against the DOE seeking damages caused by the DOEs 
failure to dispose of spent nuclear fuel from FPL's nuclear power plants. The matter is pending. In October 2006, a federal 
court ruled in another utility's case that the 1997 court decision regarding DOE'S unavoidable delay defense was not binding on 
this federal court. An appeal is pending in that case. Biased on current projections, FPL will lose its ability to store additional 
spent fuel on site for St. Lucie Unit No. I in 2008, St. Lucie Unit No. 2 in 2010, Turkey Point Unit No. 3 in 2010 and Turkey 
Point Unit No. 4 in 2012. Degradation in a material used in the spent fuel pools at Turkey Point Units Nos. 3 and 4 could result 
in implementation of alternative spent fuel storage optioris sooner than projected. FPL expects to extend the storage capacity 
of Turkey Point Unit No. 3 to early 2012 by recovering storage cells in the spent fuel pools that are currently damaged or 
otherwise unusable. In addition, FPL plans to begin using dry storage casks to store spent fuel at the St. Lucie Units prior to 
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2009 and at the Turkey Point Units prior to 2012, which ,would extend their capability to store spent fuel indefinitely. The cost 
for the dry storage casks is included in FPL's estimated capital expenditures below. 

In 2002, the governor of Nevada submitted a Notice of Disapproval to Congress regarding President Bush's recommendation 
to develop Yucca Mountain as a nuclear waste repository. The Yucca Mountain site is the DOES recommended location to 
store and dispose of spent nuclear fuel and high-level radioactive waste. In 2002. Congress overrode the Notice of 
Disapproval through a majority vote of both houses and the President signed the joint resolution of Congress into law. The 
State of Nevada has initlated legal actions to attempt to block the project. In 2004, the U.S. Court of Appeals for the District of 
Columbia Circuit ruled on a series of challenges to the statutes and regulations established to govern a nuclear waste 
repository at the Yucca Mountain site. The court denied all the challenges except for one, regarding an EPA rule governing 
the time period the public would be protected from hypothetical radiation leaks at the Yucca Mountain repository. The court's 
decision will likely result in revisions to the EPA's and NRC's licensing rules for Yucca Mountain and could further delay the 
licensing process for Yucca Mountain. In a progress report submitted to Congress, the DOE Office of Civilian Radioactive 
Waste Management stated that the DOE plans to submit a license application for a permanent disposal facility for spent 
nuclear fuel to the NRC by June 20, 2008, and indicated that the best achievable schedule would anticipate commencing initial 
repository operations in 2017. Although the DOE has stated that it anticipates that its permanent disposal facility will 
commence operations in 2017, there is considerable doubt within the utility industry that this schedule will be met. 

The NRC's regulations require FPL to submit a plan for decontamination and decommissioning five years prior to the projected 
end of plant operation. FPL's current plans, under the extended operating licenses, provide for prompt dismantlement of 
Turkey Point Units Nos. 3 and 4 with decommissioning activities commencing in 2032 and 2033, respectively. Current plans 
provide for St. Lucie Unit No. 1 to be mothballed beginriing in 2036 with decommissioning activities to be integrated with the 
prompt dismantlement of St. Lucie Unit No. 2 at the end of its useful life in 2043. See estimated decommissioning cost data in 
Note 1 - Decommissioning of Nuclear Plants, Dismantlernent of Plants and Other Accrued Asset Removal Costs - FPL. 

Capital Expenditures. Capital expenditures at FPL include, among other things, the cost for construction or acquisition of 
additional facilities and equipment to meet customer demand, as well as capital improvements to and maintenance of existing 
facilities. FPL's capital expenditures totaled $1.7 billion in 2006 (including AFUDC of approximately $32 million), $1.8 billion in 
2005 (including AFUDC of approximately $41 million) and $1.4 billion in 2004 (including AFUDC of approximately $48 
million). Capital expenditures for 2007 through 201 1 are estimated as follows: 

Generation: 

Existing 
Transmission and distribution 
Nuclear fuel 
General and other 

New lbl lo1 

Total 

2007 2008 2009 201 0 201 1 Total 
(millions) 

- - ---- 
$ 420 $ 720 $ 210 $ 10 $ - $ 1,360 

630 600 485 565 425 2,705 
885 985 1,105 1,055 1,080 5,110 
105 130 140 170 I 1 0  655 
145 160 170 205 205 885 

$2,185 $ 2,595 $2,110 $2,005 $ 1,820 $10,715 
------ ------ 

(a) includes AFUDC of approxlmately $37 miillon. $52 million, $53 million and $6 million in 2007, 2008, 2009 and 2010, respectively. 
(b) Includes land, generating structures. transmissbn interconnection and Integration, licenslng and AFUDC. 
(e) Excludes capital expenditures of approxlmateiy $3.4 bliibn (approximately $310 million in 2008) for the two ultra super critical pulverized coal generating units 

for the period from early ZOO8 (expected Siting Board approval) thmrgh 2011. 
Id) includes estimated capital costs assoclated with FPL's Storm Secure Pian. These capital costs are subject to change over time based on, among other things. 

productivity enhancements and priorltiration. 

These estimates are subject to continuing review ancl adjustment and actual capital expenditures may vary from these 
estimates. See Management's Discussion - Liquidity and Capital Resources - Contractual Obligations and Planned Capital 
Expenditures and Note 16 - Commitments. 

Energy Marketing and Trading. EMT, a division oi FPL, buys and sells wholesale energy commodities, such as natural 
gas, oil and electricity. EMT procures natural gas and oil for FPL's use in power generation and sells excess gas, oil and 
electricity. EMT also uses derivative instruments, such as swaps, options and forwards to manage the commodity price risk 
inherent in fuel and electricity sales and purchases. SuDstantially all of the results of EMT's activities are passed through to 
customers in the fuel or capacity clauses. See Retail Retemaking, Management's Discussion - Results of Operations - FPL 
and Energy Marketing and Trading and Market Risk Sensitivity and Note 4. 

Environmental. FPL is subject to environmental law; and regulations and is affected by emerging issues included in the 
discussion of FPL Group's business (see FPL Group - Environmental:). FPL would generally seek recovery under the 
environmental clause for compliance costs associated with any new environmental laws and regulations. While the final 
requirements for Section 11 1 of the Clean Air Act for morcury emissions are subject to challenge, it is likely that Scherer Unit 
No. 4, St. Johns River Power Park Units Nos. I and 2 and certain coal-fired units from which FPL purchases power will be 
required to add additional pollution control equipment or Ipurchase emission allowances in order to achieve compliance with the 
proposed mercury emission limits. In addition, while the final CAlR requirements are uncertain, it is possible that the FPL 
generating facilities in Florida and Georgia may be required to add additional SOz and NOx controls or purchase emissions 
allowances to meet the compliance requirements of the final rule. Furthermore, while the impact of final BART requirements of 
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the Clean Air Visibility Rule are uncertain, it is possiblls that some of FPL's BART eligible units may be required to add 
additional emissions controls or switch bels to meet the EIART compliance requirements. Lastly, the rule under Section 316(b) 
of the Clean Water Act impacts eight of FPL's generat,ing facilities (Cape Canaveral, Cutler, Fort Myers, Lauderdale, Port 
Everglades, Sanford, Riviera and St. Lucie); however, the final requirements are uncertain. 

During 2006, FPL spent approximately $82 million on capital additions to comply with environmental laws and 
regulations. FPL's capital expenditures to comply with ertvironmental laws and regulations are estimated to be $347 million for 
2007 through 2009, including approximately $106 million in 2007, and are included in estimated capital expenditures set forth 
in Capital Expenditures above. 

Electric and Magnetic Fields. Since the 1970% there has been public, scientific and regulatory attention given to the 
question of whether EMF causes or contributes to adverse health effects. EMF are present around electrical facilities, 
including appliances, power lines, and building wiring. 

In 1999, the US. National Institute of Envlronmental Health Sciences, at the culmination of a five-year federally supported 
EMF research effort, concluded that the scientific evidence suggesting that EMF exposures pose any health risk is weak, but 
cannot be completely discounted. In 2001, the IARC conducted an evaluation of power frequency EMF and cancer; it 
classified power frequency magnetic fields as "possibly carcinogenic" based on an association with childhood leukemia 
reported in some epidemiology studies. The IARC did not conclude that power frequency EMF cause or contribute to the 
development of childhood leukemia or any other cancer. In 2002, the National Institute of Environmental Health Sciences said 
in a booklet it published on EMF: "For most health outcomes, there is no evidence that EMF exposures have adverse 
effects. There Is some evidence from epidemiology studies that exposure to power-frequency EMF is associated with an 
increased risk for childhood leukemia. This association is difficult to interpret in the absence of reproducible laboratory 
evidence or a scientific explanation that links magnetic fieilds with childhood leukemia." 

Florida has had EMF regulations in place for many years, and FPL believes it 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 
regulations could 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. Currently, there are no such changes proposecl to the FDEP regulations. 

Employees. FPL had approximately 10,400 employeos at December 31, 2006. Approximately 31% of the employees are 
represented by the International Brotherhood of Electrical Workers (IBEW) under a collective bargaining agreement with FPL 
that expires October 31,2008. 

FPL ENEiRGY OPERATIONS 

General. FPL Energy, a wholly-owned subsidiary of FPL Group Capital, was formed in 1998 to aggregate FPL Group's 
existing competitive energy business. It is a limited liability company organized under the laws of Delaware. FPL Energy 
through its subsidiaries currently owns, develops, constructs. manages and operates domestic electric-generating facilities in 
wholesale energy markets. FPL Energy also provides fu,ll energy and capacity requirements services to distribution utilities in 
certain markets and owns a retail electric provider in Texas. 

FPL Energy manages or participates in the management of approximately 95% of its projects, which represent approximately 
98% of the net generating capacity in which FPL Energy has an ownership interest. At December 31,2006, FPL Energy had 
ownership interests in operating independent power projects with a net generating capability totaling 13,343 mw (see Item 2 - 
Generating Facilities). Generation capacity spans various regions and is produced utilizing a variety of fuel sources, thereby 
reducing overall volatility related to varying market conditions and seasonality on a portfolio basis. At December 31, 2006, the 
percentage of capacity by NERC region or power pool was: 

NERC RegionlPower Pool 
MROlRFCISPPlERCOT 42 % 
N EPOOUNYPP 22 % 
S E RClP J M 21 % 
WECC 15% 

Percentage of Generation Capacity 

Fuel sources for these projects were as follows: 

Fuel Source 
Natural Gas 49 % 
Wind 30 % 
Nuclear 1 1 % 
Oil 5 % 
Hydro 3% 
Other 2% 

Percentage of Generation Capacity 
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FPL Energy expects its future porlfolio capacity growth to come primarily from wind development and from asset acquisitions. FPL 
Energy plans to add a total of at least 1,500 mw of new wind generation over the 2007 and 2008 period, including approximately 
450 mw which are currently under construction. In December 2006, FPL Energy entered into an agreement to purchase Point 
Beach, a two-unit, 1,033 mw nuclear power plant. The transaction is subject to, among other things, the receipt of approvals 
from various federal and state regulatory agencies. FPL Energy expeclts to close the transaction in the third quarter of 
2007. See Nuclear Operations. 

FPL Energy's capital expenditures and investments totaled approximately $1.8 billion, $0.9 billion and $0.4 billion in 2006, 
2005 and 2004, respectively. Capital expenditures for 2007 through 201 I are estimated as follows: 

Wind 1.1 

Nuclear Ib) 

Gas 
Other 

Total 

2007 2008 2009 2010 201 1 Total 
(mlllions) 

- - . - - - -  
$ 1,565 $ 1,300 $ IO $ 5 $ 5 $ 2,885 

1,140 155 120 165 110 1,690 
105 30 15 15 20 185 

6 5 - . - - - -  40 5 10 10 130 
$ 2,875 $ 1,525 $ 150 $ 195 $ 145 $ 4,890 - - . - - - -  

(.I 
(b) 

Capital expenditures for new wind projects are estimated through :!008, when eligibility for PTCs for new wind probcta is scheduled to explra. 
Includes nuclear fuel for Seabrook and Duane Arnold and, in 2007, the pending aqulsitiori of Polnt Beach (see Nudear Opentlons). 

These estimates are subject to continuing review and adjustment and actual capital expenditures may vary from these 
estimates. See Management's Discussion - Liquidity and Capital Resounces - Contractual Obligations and Planned Capital 
Expenditures and Note 16 - Commitments. 

During 2006, other companies in the electric industry, including FPL, experienced compressor blade failures in certain CTCs 
made by a single manufacturer. FPL Energy has 19 of these CTCs in its generating fleet. FPL Energy is conducting 
inspections of Its rotating compressor blades in its genisrating fleet and replacing any blade sets found to have cracks. FPL 
Energy is also planning to proactively replace a portion 3f the stationary ccjmpressor blades it considers to be at higher risk of 
failure. See the discussion at FPL Operations - Fossil Operations. 

Regulation. At December 31,2006, FPL Energy had ownership interest!; in operating independent power projects that have 
received exempt wholesale generator status as defined under the Holding Company Act, which represent approximately 96% 
of FPL Energy's net generating capacity. Exempt whole.sale generators own or operate a facility exclusively to sell electricity to 
wholesale customers. They are barred from selling eloctricity directly to retail customers. FPL Energy's exempt wholesale 
generators produce electricity from wind, hydropower, fossil fuels and nuclear facilities. In addition, approximately 4% of FPL 
Energy's net generating capacity has qualifying facility status under PIJRPA. FPL Energy's qualifying facilities generate 
electricity from wind, solar, fossll fuels or waste-product combustion. Qualifying facility status exempts the projects from, 
among other things, many of the provisions of the Federal Power Act, as well as state laws and regulations relating to rates 
and financial or organizational regulation of electric Ltilities. While projects with qualifying facility and exempt wholesale 
generator status are exempt from various restrictions, each project must :;ti11 comply with other federal, state and local laws, 
including those regarding siting, construction, operation, licensing, pollution abatement and other environmental laws. 

FPL Energy continues to evaluate regional market redesigns of existing operating rules for the purchase and sale of energy 
commodities. During 2006, revised market rules for mipacity were approved in the NEPOOL and PJM regions. California Is 
scheduled to Implement a revised market design no earlier than late 2008. ERCOT is considering adopting a revised market 
design with potentil implementation in 2009. In the California and ERCOli markets, the final market design is not fully known 
at this time and FPL Energy is currently unable to determine the effects, if any, on its operations resulting from the 
implementation of such revised market designs. 

Competition. Competitive wholesale markets in the United States continue to evolve and vary by geographic 
region. Revenues from electricity sales in these markets 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 and reliably, the price and supply of fuel, trarismission constraints, wind and hydro resources (weather conditions), 
competition from new sources of generation, effective risk management, demand growth and exposure to legal and regulatory 
changes. 

. 

Expanded competition in a frequently changing regLilatory environment presents both opportunities and risks for FPL 
Energy. Opportunities exist for the selective acquisition of generation assets and for the construction and operation of efficient 
plants that can sell power in competitive markets. FPL Energy seeks to reduce its market risk by having a diversified podfolio, 
by fuel type and location, as well as by contracting for the sale of a significant amount of the electricity output of its plants. The 
major markets in which FPL Energy operates have shown signs of continued improvement since 2004, such as improved 
spark spreads and energy prices in ERCOT and NEPOOL. The combhation of new wind projects, expected increase in 
contribution from merchant assets and asset acquisition!; are expected to be the key drivers in supporting FPL Energy's growth 
over the next few years. 
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Portfolio by Category. FPL Energy's assets can be categorized into the following three groups: wind, contracted and 
merchant. 

Wind Assets - At December 31, 2006, FPL Energy hiad ownership interests in wind plants with a combined capacity of 
approximately 4,016 mw (net ownership), of which approximately 77% have long-term contracts with utilities and power 
marketers predominantly under fixed-price agreements with expiration dates ranging from 201 1 to 2031. The expected output 
of the remaining 23% is hedged against changes in commodity prices for at least five years. FPL Energy operates 
substantially all of these wind facilities. Approximately 93% of FPL Enerigy's net ownership in wind facilities has received 
exempt wholesale generator status as defined under the Holding Company Act. The remaining facilities have qualifying facility 
status under PURPA. FPL Energy's wind facilities are located in fifteen states, thereby reducing weather-related performance 
risk on a portfolio basis. FPL Energy plans to add a total of at least 1,500 niw of new wind generation over the 2007 and 2008 
period, including approximately 450 mw which are currently under construction. 

Contracted Assets - At December 31, 2006, FPL Energy had 2,469 m w  of contracted assets. The contracted category 
includes all projects, other than wind, with contracts for substantially all of their output. Essentially all of these contracted 
assets were under power sales contracts with utilities, with contract expiration dates ranging from 2008 to 2020 and have firm 
fuel and transportation agreements with expiration dates ranging from 2007 to 2017. Approximately 1,776 mw of this capacity ' 

is gas-fired generation. The remaining 693 mw uses a variety of fuels and technologies such as nuclear, waste-to-energy, oil, 
solar, coal and petroleum coke. As of December 31,2006, approximately 91 % of FPL Energy's contracted generating capacity 
is from power plants that have received exempt wholesale generator status under the Holding Company Act, while the 
remaining 9% has qualifying facility status under PURPA 

herchant Assets - At December 31, 2006, FPL Energy's portfolio of merchant assets includes 6,858 mw of owned nuclear, 
natural gas, oil and hydro generation, of which 2,700 mw is located in the ERCOT region, 2,686 mw in the NEPOOL region 
and 1,472 mw in other regions. The merchant assets include 898 mw of peak generating facilities. Merchant assets are plants 
that do not have long-term power sales agreements to sell their output and therefore require active marketing and 
hedging. Approximately 62% of the merchant assets have gas supply iagreements or a combination of gas supply and 
transportation agreements to provide for on-peak gas requirements. Derivative instruments (primarily swaps, options and 
forwards) are used to lock in pricing and manage the commodity price risk inherent in power sales and fuel 
purchases. Reducing market risk through these instruments introduces other types of risk however, primarily counterparty and 
operational risks. See Energy Marketing and Trading. 

Nuclear Operations. FPL Energy owns undivided interests in and operates two nuclear power plants, Seabrook, a 1,098 
mw (net ownership) merchant power plant in New Hampshire, and Duane Arnold, a 424 mw (net ownership) power piant in 
Iowa which sells substantially all of its output under a long-term contract. FPL Energy is responsible for all plant operations 
and the ultimate decommissioning of the plants, the ccst of which is shared on a pro-rata basis by the joint owners. See 
estimated decommissioning cost data in Note 1 - Decommissioning of Nuclear Plants, Dismantlement of Plants and Other 
Accrued Asset Removal Costs - FPL Energy, In December 2006, FPL Energy entered into an agreement to purchase another 
nuclear power piant, Point Beach. See the discussion of the Point Beach transaction below. 

Seabrook completed the second phase of a power uprate in October 2006 which increased FPL Energy's net plant output to 
1,098 mw. In December 2005, FPL Energy obtained NRC approval to exteind Seabrook's operating license from 2026 to 2030 
to recapture the period of non-operation from 1986 to '1990. FPL Energy intends to seek approval from the NRC to renew 
Seabrook's operating license for an additional 20 years. If granted, this approval would extend the term of the NRC operating 
license for Seabrook to 2050. Seabrook is periodically removed from service to accommodate normal refueling and 
maintenance outages, repairs and certain other modifications. The next refueling outage at Seabrook Is scheduled for April 
2008. 

In 2003, the NRC issued an order requiring all pressurized water reactor licensees, including Seabrook, to perform visual and 
volumetric inspections of reactor vessel heads at cerlain scheduled refueling outages to identify if degradation such as 
cracking or corrosion has occurred. Seabrook performed 100% visual and volumetric inspections during its fall 2006 refueling 
outage, and no degradation was identified. Seabrook will be required to perform visual inspections every third refueling outage 
and volumetric inspections every fourth refueling outage. 

In 2004, the NRC issued a bulletin requesting utilities to identify and inspect all alloy 600 and weid materials in all pressurizer 
locations and connected steam space piping. This issue impacts some pressurizer and reactor vessel penetrations at 
Seabrook. In order to meet industry requirements, FPL Energy is planning to repair Seabrook's pressurizer penetrations with 
alloy 600 weld materials during its April 2008 outage and begin inspections of the reactor vessel alloy 600 penetrations during 
the fall 2009 outage. The estimated cost of repairs is included in FPL Energy's estimated capital expenditures set forth in 
General above. Based on alloy 600 issues recently identified at another company's nuclear plant, the NRC may mandate that 
certain nuclear plants, including Seabrook, accelerate repairs to their pressurizer penetrations into 2007. Accelerated repairs 
at Seabrook would have an adverse effect on FPL Energy's 2007 results of operations. 

In January 2006, FPL Energy completed the acquisition of Duane Arnold from Interstate Power and Light Company (IP&L), a 
subsidiary of Alliant Energy Corporation. In October 2006, Duane Arnolcl completed a power uprate which increased FPL 
Energy's net plant output to 424 mw. FPL Energy sells substantially all of its share of the output of Duane Amold to IP&L 
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under a long-term contract expiring in 2014. FPL Energy expects to file for a license extension for Duane Arnold in 2009, 
which, if approved, will enable the plant to continue to operate for an additional 20 years beyond its current license expiration of 
2014. Duane Arnold's most recent scheduled refueling outage began in February 2007, and the next one is expected to begin 
in January 2009. 

FPL Energy's nuclear facilities have several contracts for the supply, conversion, enrichment and fabrication of nuclear fuel 
with expiration dates ranging from 2007 to 2014. See Note 16 - Contracts. Currently, Seabrook and Duane Amold are storing 
spent fuel on site pending its removal by the DOE. 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. The total cumulative amount of such fees 
paid to the DOES nuclear waste fund for Seabrook and Duane Arnold, including amounts paid by all joint owners since the 
start of the plants' operations, is approximately $234 million, of which FPL Ehergy has paid approximately $35 million since the 
date of the plants' acquisition. FPL Energy through its ownership interest in Seabrook and Duane Arnold Is involved in 
litigation against the DOE seeking damages caused by the DOES failure to dispose of spent nuclear fuel from the Seabrook 
and Duane Arnold facilities. The matter is pending. For details on the current status of permanent fuel storage with the DOE, 
see FPL Operations - Nuclear Operations. Based on current projections, FPL Energy will lose its ability to store spent fuel as 
early as 2009 at Seabrook and 2014 at Duane Arnold. FPL Energy Is proceeding with a dry cask storage system at Seabrook 
which will be placed into commercial operation prior to ,2009, the cost of which is included in FPL Energy's estimated capital 
expenditures set forth in General above. This would allciw for all of Seabralok's spent fuel to be stored on site, including spent 
fuel storage through its license extension period of 2050, if granted. Duane Arnold currently is using both a spent fuel pool and 
a dry cask storage system and is making plans for additional dry cask storage modules to increase on site storage capability 
beginning in 2009, the estimated cost of which is included in FPL Energy's estimated capital expenditures set forth in General 
above. 

In December 2006, FPL Energy entered into an agreement to purchase Point Beach, a two-unit, 1,033 mw nuclear power plant 
located in Wisconsin from Wisconsin Electric Power Company (Wisconsin Electric), a subsidiary of Wisconsin Energy 
Corporation. Under the agreement, FPL Energy will sell the output of Point Beach to Wisconsin Electric under a long-term 
contract. The duration of the contract will be, at the option of Wisconsin Electric, either through the current license terms of 
2030 for Unit 1 and 2033 for Unit 2 or for a term of 16 or 17 years from the closing date for Units I and 2, respectively. FPL 
Energy will assume responsibility for decommissioning the plant. Also, upon closing, FPL Energy will assume management 
and operation of Point Beach. The transaction is subject to, among other l.hings, the receipt of approvals from various federal 
and state regulatory agencies. FPL Energy expects to close the transaction in the third quarter of 2007. 

Energy Marketing and Trading. PMI, a subsidiary of FPL Energy, buys and sells wholesale energy cornmodlties, such as 
natural gas, oil and electricity. PMI procures natural (gas and oil for FPL Energy's use in power generation, as well as 
substantially all of the electricity needs for FPL Energy's retail operations in Texas, which at December 31, 2006 served 
approximately 1,000 mw of peak load to approximately 185,000 customers. PMI also sells the output from FPL Energy's 
plants which has not been sold under long-term contracts and purchases replacement power when needed. PMI uses 
derivative instruments, such as swaps, options and fornards to manage the risk associated with fluctuating commodity prices 
and to optimize the value of FPL Energy's power generation assets. PMI also provides full energy and capacity requjrements 
services to distribution utilities in certain markets and engages in energy trading activities to take advantage of expected future 
favorable price movements. Full energy and capacity requirements services include load-following services, which require the 
supplier of energy to vary the quantity delivered based on the load demand needs of the customer, as well as various ancillary 
services. At December 31, 2006, PMI provided full energy and capacity requirements services totaling approximately 3,500 
mw of peak load in the NEPOOL, PJM and ERCOT markets. The results of PMl's activities are included in FPL Energy's 
operating results. See Management's Discussion - Energy Marketing and Trading and Market Risk Sensitivity, Note I - 
Energy Trading and Note 4. 

Environmental. FPL Energy is subject to environmental laws and regulations and is affected by emerging issues included in 
the discussion of FPL Group's business (see FPL Group - Environmental). While the impact of final BART requirements of the 
Clean Air Visibility Rule are uncertain, it is possible that two of FPL Energy's BART eligible units located in Maine may be 
required to add additional emissions controls or switch fuels to meet the BART compliance requirements. In addition, pursuant 
to the rule under Section 316(b) of the Clean Water Act, two FPL Energy plants (Seabrook and an oil-fired plant in Maine) will 
be required to demonstrate that they currently meet, or will meet, the prescribed performance standards for the reduction of 
impingement and/or entrainment at their cooling water intakes through technology and/or operational measures; however, the 
final requirements are uncertain. 

During 2006, FPL Energy spent approximately $3 million on capital additions to comply with environmental laws and 
regulations. FPL Energy's capital additions to comply with environmental laws and regulations are estimated to be $15 million 
for 2007 through 2009, including approximately $4 million in 2007, and are included in estimated capital expenditures set forth 
in General above. 

Employees. FPL Energy had approximately 2,760 ernployees at December 31, 2006. Subsidiaries of FPL Energy have 
collective bargaining agreements with the IBEW in Maine and Iowa, the Security Police and Fire Professionals of America 
(SPFPA) in Iowa and the Utility Workers Union of America (UWUA) in Maine, which expire in February 2008, May 2011, July 
2012 and December 2008, respectively. As of December 31, 2006, the IBEW in Maine and Iowa, the SPFPA and the UWUA 
represented approximately 3%, 6%, 3% and 7%, respectively, of FPL Energy's employees. 
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OTHER FPL GROUP OPERATIONS 

FPL Group's Corporate and Other segment represents oiher business activities, primarily FPL FiberNet, that are not separately 
reportable. See Note 17. 

FPL FiberNet. FPL FiberNet was formed in 2000 to enhance the value of FPL Group's fiber-optic network assets that were 
originally built to support FPL operations. Accordingly, in 2000, FPL's 'existing fiber-optic lines were transferred to FPL 
FiberNet. FPL FiberNd is a limited liability company oqlanized under the laws of Delaware. FPL FiberNet leases wholesale 
fiber-optic network capacity and dark fiber to FPL and other customers, primarily telephone, internet and other 
telecommunications companies. Dark fiber in the Florida metropolitan (metro) market is also sold to third parties. FPL 
FiberNet's primary business focus is the Florida metro market. Metro networks cover Miami, Ft. Lauderdale, West Palm 
Beach, Tampa, St. Petersburg, Orlando and Jacksonville. FPL FiberNet also has a long-haul network within Florida that 
leases bandwidth at wholesale rates. At December 31, 2006, FPL FiberNet's network consisted of approximately 2,500 mute 
miles, which interconnect major cities throughout Florida. 

In light of recent significant changes In the business climate, FPL FiberNet performed an Impairment analysis in the fourth 
quarter of 2006 and concluded that an impairment charge related to its metro market assets was necessary. The business 
climate changes include customer consolidations, migration to a more efficiont form of networking technology and lack of future 
benefits to be achieved through competitive pricing, all a l  which have a negative impact on the value of FPL FiberNet's metro 
market assets. While the metro market business is expected to continue to generate positive cash flows, management's 
expectation of the rate of future growth in cash llow has been reduced as a result of these business climate 
changes. Accordingly, FPL FiberNet recorded an Impairment charge of $98 million ($60 million after-tax). 

At December 31, 2006, FPL Group's remaining investment in FPL FiberNet totaled approximately $130 million. FPL FiberNet 
invested approximately $14 million during 2006 and plans to invest a total of $57 million over the next five years to meet 
customers' specific requirements and sustain its fiber-optic network. 
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EXECUTIVE OFFICERS OF FPL GROUP 

Position 
Treasurer and Assistant Secretary of FPL Group 
Treasurer and Assistant Secretary of FPL 
President of FPL Enairgy 
Controller and Chief Accounting Officer of FPL Group 
Vice President, Accounting, Controller ancl Chief Accounting 

Vice President, Finance and Chief Financial Officer of FPL Group 
Senior Vice President, Finance and Chief Financial Officer of FPL 
Vice President, Human Resources of FPL Group 
Assistant Secretary cif FPL Group 
Senior Vice President, Human Resources of FPL 
Assistant Secretary cb FPL 
Chief Executive Officer of FPL Group 
Chairman of the Boaid of FPL Group 
Chairman of the Boaid and Chief Executive Officer of FPL 
Vice President, Engineering, Construction & Corporate 

Senior Vice President, Engineering, Consimction & Corporate 

President of FPL 
President and Chief Operating Officer of FPL Group 
Vice President, Powor Generation Division of FPL Group 
Senior Vice President, Power Generation Division of FPL 
Vice Presldent, Nudtrar Dlvislon of FPL Group 
Senior Vice President, Nudear Division of FPL 
Vice President & General Counsel of FPL Group 
Assistant Secretary cif FPL Group 
Senior Vice President B General Counsel of FPL 
Assistant Secretary cif FPL 

Officer of FPL 

Services of FPL Group 

Services of FPL 

Name 
Paul I. Cutler 

F. Mltchell Davidson 
K. Michael Davis 

Moray P. Dewhurst 

Robert H. Escoto 

Lewis Hay, 111 

Robert L. McGrath 

Armando J. Olivera 
James L. Rob0 
Antonio Rodriguez 

John A. Stall 

Edward F. Tancer 

44 
60 

51 

53 

51 

53 

57 
44 
64 

52 

45 

Effective Date 
February 19,2003 
February 18,2003 
December 15,2006 
May 13,1991 

July 1, 1991 
July 17,2001 
July 19, 2001 
January 25,2005 
November 9,2004 
February 21,2005 
January 25,2005 
June 1 I, 2001 
January 1,2002 
January I, 2002 

February 21,2005 

February 21,2005 
June 24,2003 
December 15.2006 
January 1,2007 
July 1, 1999 
January 1,2007 
June 4,2001 
February 21,2005 
January 1,1997 
February 21,2005 
January 1,1997 

(a) Executive offlcen are elected annually by, and bewe at the pieasbre of, thelr respective boards of directors. Except as noted below, each officer has held his 
present positlon for five years or more and his employment history is continuous. The busitless experience of the executive offlcen is as fdlows: Mr. Cutler was 
assistant treesurer of FPL Group fmm May 1999 to February 2003. He was asslstant treasurer of FPL from May IQ97 to February 2003. Mr. Cutler has sewed 
as assistant secretary of FPL Group and FPL slnce December 1W7. Mr. Davldson was senior vice president of buslness management of FPL Energy from 
March 2005 to December 2006. He was vice president of busitless management of FPL Energy from June 2004 to March 2005. From March 2001 to 
September 2003, Mr. Davldson was senior vice president, energy inanagement of Duke Energy North America (Duke) where hls primary responsiblllty was for 
the overall direction, profitability, growth and risk mitigation for Dulte's trading business. hlr. Escoto was vice president. human resources of FPL fmrn March 
2004 to February 2005. Mr. Escoto has served as vice president, human resources of FFIL Energy since April 2002. Prior to that, Mr. Escoto was director of 
human resources of FPL. Mr. Hay wes president of FPL Group from June 2001 to December 2006. Mr. McGrath wes senior vice prealdent. englneering and 
construction of FPL fmrn November 2002 to February 2005 and treasurer of FPL Group and FPL fmrn January 2000 to November 2002. He was also vice 
president, finance and chief Financial officer of FPL Energy from June 2000 to November 2002. Mr. Oiivera was senior vice president. power systems of FPL 
from July 1999 to June 2003. Mr. Robo was president of FPL Enelrgy from July 2002 to December 2006. He was also vice president, corporate development 
end strategy of FPL Group fmm March 2002 to December 2006. F'rlor to March 2002, Mr. Robo was president and chief executlve ofRcer of GE Capital TIP. a 
company that provides trailer and storage equipment services, and GE Capital Modular Space, e supplier of mobile and modular buildings. Mr. Tancer was 
associate general counsel of FPL Group from April 2003 to Februaty 2005. He was also viice president and general counsel of FPL Energy from February 2001 
to February 2005. 

Item IA .  Risk Factors 

Risks Relating to FPL Group's and FPL's Buslness 

FPL Group and FPL are subject to complex laws and regulations and to changes in laws and regulations as well as changing 
governmental policies and regulatory actions, including initiatives reganding deregulation and restructuring of the energy 
industry and environmental matters. FPL holds franchise agreements with local municipalities and counties, and must 
renegotiate expiring agreements. These factors may have a negative impact on the business and results of operations of FPL 
Group and FPL. 

FPL Group and FPL are subject to complex laws and regulations, and to changes in laws or regulations, including the 
PURPA, the Holding Company Act, the Federal Power Act, the Atomic Energy Act of 1954, as amended, the 2005 Energy 
Act and certain sections of the Florida statutes relating to public utilities, changing governmental policies and regulatory 
actions, including those of the FERC, the FPSC and the legislatures and utility commissions of other states in which FPL 
Group has operations, and the NRC, with respect to, among other things, allowed rates of retum, industry and rate 
structure, operation of nuclear power facilities, operation and construction of plant facilities, operation and construction of 
transmission facilities, acquisition, disposal, depreciation and amortization of assets and facilities, recovery of fuel and 
purchased power costs, decommissioning costs, ROE and equity ratio limits, and present or prospective wholesale and 
retail competition (including but not limited to retail wheeling and transmission costs). The FPSC has the authority to 
disallow recovery by FPL of any and all costs that ii: considers excessiive or imprudently incurred. The regulatory process 
generally restricts FPL's ability to grow earnings and does not provide any assurance as to achievement of earnings 
levels. 
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FPL Group and FPL are subject to extensive federal, state and local environmental statutes as well as the effect of 
changes in or additions to applicable statutes, rules and regulations relating to air quality, water quality, climate change, 
waste management, wildlife mortality, natural resources and health arid safety that could, among other things, restrict or 
limit the output of certain facilities or the use of certain fuels required for the production of electricity and/or require 
additional pollution control equipment and otherwise increase costs. There are significant capital, operating and other 
costs associated with compliance with these environmental statutes, ruiles and regulations, and those costs could be even 
more significant in the future. 

FPL Group and FPL operate in a changing market environment influenced by various legislative and regulatory initiatives 
regarding deregulation, regulation or restructuring of the energy industry, including deregulation or restructuring of the 
production and sale of electricity. FPL Group and its subsidiaries will need to adapt to these changes and may face 
increasing competitive pressure. 

FPL Group's and FPL's results of operations could be affected by FPIL's ability to renegotiate franchise agreements with 
municipalities and counties in Florida. 

The operation and maintenance of power generation facilities, including nluclear facilities, involve significant risks that could 
adversely affect the results of operations and financial ccndition of FPL Group and FPL. 

The operation and maintenance of power generation facilities Involve! many risks, including, but not limited to, start up 
risks, breakdown or failure of equipment, transmission lines or pipelines, the inability to properly manage or mitigate 
known equipment defects throughout our generation fleets unless and until such defects are remediated, use of new 
technology, the dependence on a specific fuel source, including the supply and transportation of fuel, or the impact of 
unusual or adverse weather conditions (including natural disasters suclh as hurricanes), as well as the risk of performance 
below expected or contracted levels of output or efficiency. This could result in lost revenues and/or increased expenses, 
including, but not limited to, the requirement to purchase power in the market at potentially higher prices to meet 
contractual obligations. Insurance, warranties or peiformance guarantees may not cover any or all of the lost revenues or 
increased expenses, including the cost of replacement power. In addition to these risks, FPL Group's and FPL's nuclear 
units face certain risks that are unique to the nuclear industry including, but not limited to, the ability to store and/or 
dispose of spent nuclear fuel, the potential payment of significant retrospective insurance premiums, as well as additional 
regulatory actions up to and including shutdown of the units stemrriing from public safety concerns, whether at FPL 
Group's and FPL's plants, or at the plants of other rtuclear operators. Breakdown or failure of an operating facility of FPL 
Energy may prevent the facility from performing under applicable power sales agreements which, in certain situations, 
could result in termination of the agreement or incuning a liability for liquidated damages. 

The construction of, and capital improvements to, power generation facilities involve substantial risks. Should construction or 
capital improvement efforts be unsuccessful, the results of operations and financial condition of FPL Group and FPL could be 
adversely affected. 

FPL Group's and FPL's ability to successfully and timely complete! their power generation facilities currently under 
construction, those projects yet to begin construction or capital improvements to existing facilities within established 
budgets is contingent upon many variables and subject to substantial risks. Should any such efforts be unsuccessful, FPL 
Group and FPL could be subject to additional costs, termination payments under committed contracts, and/or the write-off 
of their Investment in the project or improvement. 

The use of derivative contracts by FPL Group and FPL in the normal course of business could result in financial losses that 
negatively impact the results of operations of FPL Group and FPL. 

FPL Group and FPL use derivative instruments, such as swaps, options and forwards to manage their commodity and 
financial market risks. FPL Group provides full energy and capacilty requirements services and engages in trading 
activities. FPL Group could recognize financial losses as a result of volatility in the market values of these contracts, or if 
a counterparty fails to perform. In the absence of actively quoted market prices and pricing information from external 
sources, the valuation of these derivative instruments involves management's judgment or use of estimates. As a result, 
changes in the underlying assumptions or use of altornative valuation methods could affect the reported fair value of these 
contracts. In addition, FPL's use of such instruments could be subject to prudency challenges and if found imprudent, 
cost recovery could be disallowed by the FPSC. 

FPL Group's competitive energy business is subject to risks, many of which are beyond the control of FPL Group, that may 
reduce the revenues and adversely impact the results of operations and financial condition of FPL Group. 

There are other risks associated with FPL Group's competitive energy business. In addition to risks discussed elsewhere, 
risk factors specifically affecting FPL Energy's success in competitive wholesale markets include the ability to efficiently 
develop and operate generating assets, the successful and timely completion of project restructuring activities, 
maintenance of the qualifying facility status of certain projects, the price and supply of fuel (including transportation), 
transmission constraints, competition from new sources of generation, excess generation capacity and demand for 
power. There can be significant volatility in market prices for fuel and electricity, and there are other financial, 
counterparty and market risks that are beyond the control of FPL Energy. FPL Energy's inability or failure to effectively 
hedge its assets or positions against changes in commodity prices, interest rates, counterparty credit risk or other risk 
measures could significantly impair FPL Group's future financial results. In keeping with industry trends, a portion of FPL 

, 
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Energy's power generation facilities operate wholly or partially without long-term power purchase agreements. As a result, 
power from these facilities is sold on the spot market or on a short-temi contractual basis, which may affect the volatility of 
FPL Group's financial results. In addition, FPL Energy's business depends upon transmission facilities owned and 
operated by others; if transmission is disrupted or capacity is inadequiate or unavailable, FPL Energy's ability to sell and 
deliver its wholesale power may be limited. 

FPL Group's ability to successfully identify, complete and integrate acquisitions is subject to significant risks, including the 
effect of increased competition for acquisitions resulting from the consolidation of the power industry. 

rn FPL Group is likely to encounter significant competiti'on for acquisition opportunities that may become available as a result 
of the consolidation of the power industry, in general, as well as the passage of the 2005 Energy Act. In addition, FPL 
Group may be unable to identify attractive acquisilion opportunities at favorable prices and to successfully and timely 
complete and integrate them. 

Because FPL Group and FPL rely on access to capitaf markets, the inability to maintain current credit ratings and access 
capital markets on favorable terms may limit the ability of FPL Group and FPL to grow their businesses and would likely 
increase interest costs. 

rn FPL Group and FPL rely on access to capital markets as a significant source of liquidity for capital requirements not 
satisfied by operating cash flows. The inability of FPL Group, FPL Group Capital and FPL to maintain their current credit 
ratings could affect their ability to raise capital on favorable terms, particularly during times of uncertainty in the capital 
markets, which, in turn, could impact FPL Group's and FPL's ability to grow their businesses and would likely increase 
their interest costs. 

Customer growth in FPL's service area affects FPL G ~ u , D ' s  and FPL's resurfs of operations. 

rn FPL Group's and FPL's results of operations are affected by the growth In customer accounts In FPL's service 
area. Customer growth can be affected by population growth as well as economic factors in Florida, including job and 
income growth, housing starts and new home price!:. Customer growth directly influences the demand for electricity and 
the need for additional power generation and power (delivery facilities at FPL. 

Weather affects FPL Group's and FPL'S results of operations. 

FPL Group's and FPL's results of operations ara affected by changes in the weather. Weather conditions directly 
influence the demand for electricity and natural gas and affect the price of energy commodities, and can affect the 
production of electricity at wind and hydro-powered facilities. FPL Group's and FPL's results of operations can be affected 
by the impact of severe weather which can be destructive, causing outages and/or property damage, may affect fuel 
supply, and could require additional costs to be incurred. At FPL, recovery of these costs is subject to FPSC approval. 

FPL Group and FPL are subject to costs and other effects of legal proceedings as well as changes in or additions to applicable 
tax laws, rates or policies, rates of inflation, accounting sfandads, securities laws and corporate governance requirements. 

FPL Group and FPL are subject to costs and other effects of legal and administrative proceedings, settlements, 
investigations and claims, as well as the effect o i  new, or changes in, tax laws, rates or policies, rates of inflation, 
accounting standards, securities laws and corporate governance requirements. 

Threats of terrorism and catastrophic events that could n?sult from tenorismi may impact the operations of FPL Group and FPL 
in unpredictable ways. 

FPL Group and FPL are subject to direct and indirect effects of terrorist threats and activities. Generation and 
transmission facilities, in general, have been identified as potential taigets. The effects of terrorist threats and activities 
include, among other things, terrorist actions or responses to such actions or threats, the inability to generate, purchase or 
transmit power, the risk of a Significant slowdown In growth or a decline in the US.  economy, delay in economic recovery 
in the US., and the increased cost and adequacy of security and insurance. 

The ability of FPL Group and FPL to obtain insurance and the terms of any available insurance coverage could be affected by 
national, state or local events and company-specific events. 

FPL Group's and FPL's ability to obtain insurance, and the cost of arid coverage provided by such insurance, could be 
affected by national, state or local events as well as (company-specific events. 

FPL Group and FPL are subject to employee workforce factors that could affect the businesses and financial condition of FPL 
Group and FPL. 

FPL Group and FPL are subject to employee workforce factors, includiing loss or retirement of key executives, availability 
of qualified personnel, collective bargaining agreements with union employees and work stoppage that could affect the 
businesses and financial condition of FPL Group and FPL. 



The risks described herein are not the only risks facing FPL Group and FIX. Additional risks and uncertainties not currently 
known to FPL Group or FPL, or that are currently deemod to be immateriait, also may materially adversely affect FPL Group's 
or FPL's business, financial condition and/or future operating results. 

Item 1 B. Unresolved Staff Comments 

None 

Item 2. Properties 

FPL Group and its subsidiaries maintain properties which are adequate for their operations. At December 31, 2006, the 
electric generating, transmission, distribution and general facilities of FPL represented approximately 44%, 13%, 38% and 5%, 
respectively, of FPL's gross investment in electric utility plant in service. 

Generating Facilities. At December 31, 2006, FPL C~roup had the following generating facilities: 

FPL Facilities 
Nuclear 

st. Lucie 
Turkey Point 

Steam turbines 
Cape Canaverai 

' Cutler 
Manatee 
Martin 
Port Everglades 
Riviera 
St. Johns River Power Park 
Sanford 
Scherer 
Turkey Point 

Comblned-cyde 
Fort Myers 
Lauderdale 
Manatee 
Martin 
Martin 
Putnam 
Sanford 

Fort Myers 
Simplecycle combustion turbines 

Gas turblnesldieseis 
Fort Myers 
Lauderdaie 
Port Everglades 
Turkey Point 

TOTAL 

Location 

Hutchinson island, Fi. 
Florida City, FL 

Cocoa, FL 
Miami, FL 
Parrlsh, FL 
indiantown, FL 
Port Everglades, FL 
Rivlera Beach, FL 
Jacksonville, FL 
Lake Monroe, FL 
Monroe County, GA 
Florida Cky, FL 

Fort Myers. FL 
Oania, FL 
Parrlsh, FL 
indiantown. FL 
indlantown, FL 
Paiatka, FL 
Lake Monme. FL 

Fort Myers, FL 

Fort Myen, FL 
Dania, FL 
Port Everglades. FL 
Florida Cky, FL 

No. of Units Fuel - 
2 
2 

2 
2 
2 
2 
4 
2 
2 
I 
1 
2 

1 

12 
24 
12 
5 

Nuclear 
Nudear 

OiilGas 
Gas 
OiilGas 
OlilGas 
OiilGas 
OiilGas 
CoailPetroieum Coke 
OiUGas 
Coal 
OiiIGas 

Gas 
GadOil 
Gas 
Gas/Oii 
Gas 
GadOii 
Gas 

GadOii 

Oil 
OlilGas 
OUlGas 
011 

(a) Represents FPL's net ownership interest in plant capactty. 
(b) Excludes Orlando Utilities Commission's and the FMPA's combined share of approximately '15% of St. Lucie Unit No. 2. 
(0 )  Represents FPL's 20% ownership interest in each of St. Johns River Power Park Unlts Nos. 1 and 2, which are jointly owned with JEA. 
(d) Represents FPL's appmximetely 76% ownership of Schemr Unit No. 4, whkh is jointly owned with JEA. 
(0)  Substantially ail of FPL's properties are subject to the lien of FPL's niortgage. 

Net Cap~t$ly ' 

(mw) 

782 
204 

1,638 
1,678 
1,219 

565 
250"' 
138 
646'" 
788 

1,440 
872 

1,104 
1.104 

856 
488 

1.806 

324 

648 
840 
420 

12 - 
20,881 '.' - 

19 



FPL Energy Facilities 
Wind 

Cabazon 
Caliahan Divide ") 
Cerro Gordo @' 

Delaware Mountain 
Dlablo Wind 
Gray County 
Green Mountaln 
Green Power 
Green Ridge Power 
Hancock County ''I 
High Winds 
Horse Hollow Wind "I 
Horse Hollow Wind li 
Horse Hollow Wind 111 *I 
Indian Mesa 
King Mountain 
Lake Benton II ('I 
Meyersdale 
Mill Run 
Montfott Ib) 
Mountaineer Ib) 
Mower Coun Wind 
New Mexico 
North Dakota Ib) 
Oklahoma I Sooner ''I 

I Oliver County Wind 
Red Canyon Wind Energy Ib) 
Sky River 
Somerset Wind Power 
South Dakota 
Southwest Mesa 
Stateline 1') 
Vansycle '') 
Vlctory Garden 
Waymart Im' 
Weathefiord Wind ('I 
Wliton Wind ('I 
Windpower Partners 1881-92 
Windpower Partners 1882 
Windpower Partners 1884 
Woodward Mountain 
Wyoming (') 
Windpower Partners lQ83 
Windpower Partners 1883 
Investments In Joint ventures 

Total Wind 

Bayswater I" 
Ceihoun ('I 
Dosweli 
Duane Arnold 
Jamaica Bay ''I 
Port of Stocklon 
investments in Joint ventures 

Contracted 

Total Contracted 

Merchant 
Blythe Energy 
Dosweii - Expansion @I 
Forney 
Lamar Power Partners 
Maine 
Maine 
Marcus Hook 50 
Marcus Hook 750 I') 
RiSEP ('I 
Seabmok 

Total Merchant 
TOTAL 

- Location 

Riverside County, CA 
Taylor County, TX 
Cero Gordo County, IA 
Culberson County, TX 
Alameda County, CA 
Gray County, KS 
Somerset County, PA 
Riverside County, CA 
Aiameda B Contra Costa Counties. CA 
Hancock County, IA 
Soiano County, CA 
Taylor County, TX 
Taylor 8 Nolan Counties, TX 
Nolan County, TX 
Upton County, TX 
Upton County, TX 
Pipestone County, MN 
Somerset County, PA 
Feyene County, PA 
Iowa County, Wi 
Preston B Tucker Counties, WV 
Mower County, MN 
Quay B Debaca Counties, NM 
LaMoure County, ND 
Harper B Woodward Countios, OK 
Ollver County, ND 
Borden. Gama B Scurry Corinties, TX 
Kern County, CA 
Somerset County, PA 
Hyde County, SD 
Upton 8 Cmckett Counties, 'TX 
Umatilla County, OR end Wiilia Walle County, WA 
Umatilia County, OR 
Kern County, CA 
Wayne County, PA 
Custer County, OK 
Burieigh County, ND 
Alamede B Contra Costa Counties, CA 
Aiameda 8 Conha Costa Ccuntles, CA 
Culberson County, TX 
Upton B Pecos Counties, TX 
Uinta County, WY 
Riverside County, CA 
Lincoln County, MN 
Various 

Far Rockaway, NY 
Eastaboga, AL 
Ashland. VA 
Cedar Rapids, IA 
Far Rockaway, NY 
Stockton. CA 
Various 

Biythe, CA 
Ashiend, VA 
Forney, TX 
Paris, TX 
Various - ME 
Various - ME 
Marcus Hook, PA 
Marcus Hook, PA 
Johnston, RI 
Seabrook. NH 

No. of 
Units - 

53 
76 
55 
39 
31 

170 
8 

22 
1,463 

148 
90 

142 
130 
148 
125 
215 
138 
20 
10 
20 
44 
43 

136 
41 
68 
22 
56 

342 
6 

27 
107 
454 

38 
86 
43 
88 
33 

279 
300 
110 
242 

80 
115 
73 

868 

2 
4 
6 
1 
2 
1 

18 

3 
1 
8 
6 
6 

83 
1 
4 
3 
1 

Fuel 

wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wlnd 
Wind 
Wind 
Wind 
Wind 
Wind 
Wlnd 
Wlnd 
Wind 
Wlnd 
Wind 
Wind 
Wind 
Wlnd 
Wind 
Wind 
Wind 
Wind 
Wind 
CI 

Gas 
Gas 
GaslOii 
Nuclear 
OiilGas 
CoaVPetmleum Coke 
1.1 

Gas 
GadOli 
Gas 
Gas 
Oil 
HVdm 
Gas 
Gas 
Gas 
Nuclear 

Net Capablllty 
(mw)") 

40 
114 
41 
30 
21 

112 
10 
17 
80 
88 

162 
213 
289 
224 
83 

28 1 
104 
30 
15 
30 
66 
98 

204 
62 

102 
51 
84 

8 
41 
75 

300 
25 
22 
65 

147 
48 
14 
15 
40 

180 
144 
41 
26 
84 

4,016 

n 

- - 
56 

668 
708 
424 '*I 

54 
44 

515 
2,468 
- 

507 
171 

1,700 
1,000 

677'O 
361 

50 
744 
550 

6,858 
13,343 

1,088b' 

- - 
(a) Represents FPL Energy's net ownership interest in plant capaclty. 
(b) These consolidated generating facilities are encumbered by liens a(leinst their assets securing various Rnancings. 

Represents plants with no more than 50% ownership uslng wind tec:hnology. 
(d) Exdudes Central lowe Power Cooperative end Combeit Power Cooperatlve's combined sheire of 30%. 
In) Represents plants with no more than 50% ownership using fuels and technologies such as gas, waste-to-energy, solar and coal. 
10 Excludes nine other energy-related partners' combined share of 34.8%. 
10) Excludes Massachusetts Municipal Wholesale Electric Company's, Taunton Municipal Lighting Plant's and Hudson Light B Power Department's combined 

share of 11.77%. 
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Transmission and Distribution. At December 31, 2006, FPL owned and operated the following electric transmission and 
distribution lines: 

Nominal Overhead Lines Trench and Submarine 
Voltage Pole Miles 

500 kv 1,106"J 
230 kv 2,904 25 
138 kv 1,608 50 
115 kv 750 
69 kv 164 14 

24,679 41,619 Less than 69 kv 
24,768 48,151 Total 

Gables Miles - 

- - - - 
(a) includes appmxlmately 75 miles owned jointly wlth JEA. 

In addition, at December 31,2006, FPL owned and opemted 558 substations, one of which is jointly owned. See Note 8. 

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 majority of FPL. Group's principal properties 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 Eire located on land not owned in fee but are covered by necessary 
consents of governmental authorities or rights obtained from owners of private property. The majority of FPL Energy's 
generating facilities are held in fee and a number of those facilities are oncumbered by liens against their assets securing 
various financings. Additlonally, some of FPL Energy'!; wind turbines are located on land leased from owners of private 
property. See Generating Facilities and Note 1 - Electric; Plant, Depreciation and Amortization. 

Item 3. Legal Proceedings 

In November 1999, the Attorney General of the United States, on behalf of the EPA, brought an action in the US. District 
Court for the Northern District of Georgia against Georgia Power Company and other subsidiaries of The Southern Company 
for certain alleged violations of the Prevention of Significant Deterioration (PSD) provisions and the New Source Performance 
Standards (NSPS) of the Clean Air Act. In May 2001, the EPA amended its complaint. The amended complaint alleges, 
among other things, that 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. It also 
alleges that unspecified major modifications have been made at Scherer Unit No. 4 that require its compliance with the 
aforementioned Clean Air Act provisions. The EPA seoks injunctive relief requiring the installation of best available control 
technology and civil penalties of up to $25,000 per day for each violation from an unspecified date after June 1, 1975 through 
January 30, 1997 and $27,500 per day for each violation thereafter. The EiPA further revised its civil penalty rule in February 
2004, such that the maximum penalty is $32,500 per diay for each violatiam after March 15, 2004. Georgia Power Company 
has answered the amended complaint, asserting that it has complied with all requirements of the Clean Air Act, denying the 
plaintiffs allegations of liability, denying that the plaintiff is entitled to any of the relief that it seeks and raising various other 
defenses. In June 2001, a federal district court stayed discovery and administratively closed the case pending resolution of the 
EPA's motion for consolidation of discovery in several Clean Air Act cases that was filed with a Multi-District Litigation (MDL) 
panel. In August 2001, the MDL panel denied the motion for consolidation. In September 2001. the EPA moved that the 
federal district court reopen this case for purposes of discovery. Georgia Power Company opposed that motion asking that the 
case remain closed until the Eleventh Circuit Court of Appeals ruled on the Tennessee Valley Authority's (TVA) appeal of an 
EPA administrative compliance order relating to legal issues that are also central to this case. In August 2002, the federal 
district court denied without prejudice the EPA's motion to reopen. In June 2003, the Eleventh Circuit issued its order 
dismissing the TVA's appeal because it found the Firovision of the Clean Air Act allowing the EPA to issue binding 
administrative compliance orders was unconstitutional, and hence found that the TVA order was a non-final order that courts of 
appeal do not have jurisdiction to review. In September 2003, the Eleventh Circuit denied the EPA's motion for rehearing. In 
May 2004, the U.S. Supreme Court denied the EPA's petition for review of the Eleventh Circuit order. The EPA has not yet 
moved to reopen the Georgia Power Company case. 

In August 2001, FMPA filed with the US. Court of Appeals for the District of Columbia (DC Circuit) a petition for review asking 
the DC Circuit to reverse and remand orders of the FERC denying FMPA's request for credits for transmission facilities owned 
by FMPA members. In 1993, FPL filed a comprehensive restructuring of its then-existing tariff structure. All issues in that 
case were settled in September 2000 except for three /!)sues reserved by FMPA: (i) FMPA's request for transmission credits 
related to the costs of its transmission facilities (the crediting issue), (ii) treatment of behind-the-meter generation and load ratio 
pricing for network integration transmission service (the behind-the-meter issue), and (iii) exclusions from FPL's transmission 
rates of the costs of FPL's facilities that fail to meet the same integration test that was applied to FMPA's facilities with respect 
to the crediting issue (the rate base issue). The FERC and the DC Circuit have rejected FMPA's claim for transmission credits, 
which would have reduced FMPA's payment obligation to FPL for network integration transmission service. 

' 
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With regard to the behind-the-meter issue, the FERC: rejected FMPA'si argument that its obligation to pay for network 
integration transmission service should be reduced to the extent that FPL allegedly cannot provide transmission service 
because of "physical transmission limitations." In June 2005, the DC Ciircuit remanded the case to the FERC for further 
consideration. In December 2005, the FERC issued an order on remand finding that load ratio share pricing is appropriate 
notwithstanding constraints on a third-party's system. Irk January 2006, FMPA filed a rehearing request of this order with the 
FERC, which the FERC denied in July 2006. FMPA submitted a petition ,for review of the FERC's December 2005 and July 
2006 orders at the DC Circuit. A briefing schedule has not yet been established in that proceeding. 

With regard to the rate base issue, in May 2004 FPL inade a compliance filing of a proposed rate schedule that does not 
include those facilities of FPL that fail to meet the samct integration test that was applied to the FMPA facilities. Pursuant to 
that filing, FPL's current network transmission rate would have been reduced by $0.02 per kilowatt (kw) per month. In June 
2004, FMPA filed a protest to FPL's compliance filing, arguing that FPL's current network transmission rate should be reduced 
by approximately $0.41 per kw per month. In January 2005, the FERC issued an order on FPL's compliance filing, In the 
order, the FERC accepted FPL's standards for analyzing the transmission system and agreed that FPL's "Georgia Ties" and 
"Turkey Point Lines" are part of FPL's integrated grid. The FERC requiired FPL to make an additional compliance filing 
removing the cost of all radial transmission lines from transmission rates, analyzing the FPL transmission system to remove 
the cost of any transmisslon facilities that provide only "unneeded redundancy," and calculating rate adjustments using 1993 
data rather than 1998 data. FPL made this compliance iiling in April 2005, which would reduce FPL's current rate by $0.04 per 
kw per month. In May 2005, FMPA protested FPL's compliance filing ancl argued that FPL's rates should be reduced by an 
additional $0.20 per kw per month, potentially resulting in a refund obligation to FMPA of approximately $22 million at 
December 31, 2006. Any reduction in FPL's network service rate also would apply effective January I, 2004 to Seminole 
Electric Cooperative Inc. (Seminole), FPL's other network customer. The, potential refund obligation to Seminole based on 
FMPA's position is approximately $9 million at December 31, 2006. 

In December 2005, the FERC issued an order accepting FPL's April 20015 compliance filing In part, rejecting it In part, and 
directing the submission of a further compliance filing. The FERC conclucled that it is not clear whether FPL failed to test its 
non-radial facilities in a manner comparable to the way it tested FMPA's facilities. FPL filed a rehearing request in January 
2006, which the FERC denied in July 2006. FPL filed i i  request for rehearing of the FERC's July 2006 order. In September 
2006, FPL made the required compliance filing, removing additional transmisslon facilities from rates, which resulted In a 
refund liability of approximately $4 million to FMPA and approximately $1 million to Seminole at December 31, 2006. FMPA 
has protested FPL's filing, claiming again that FPL's rates should be reduced by an additional $0.20 per kw per month. 

In 1995 and 1996, FPL Group, through an indirect subsidiary, purchased from Adelphia Communications Corporation 
(Adelphia) 1,091,524 shares of Adelphia common stock and 20,000 shares of Adelphia preferred stock (convertible into 
2,358,490 shares of Adelphia common stock) for an aggregate price of approximately $35,900,000. On January 29, 1999, 
Adelphia repurchased all of these shares for $149,213,130 in cash. On June 24, 2004, Adelphia, Adelphia Cablevision, L.L.C. 
and the Official Committee of Unsecured Credltors of Adelphia filed a complaint against FPL Group and Its indirect subsidiary 
in the US. Bankruptcy Court, Southern District of New York. The cornplaint alleges that the repurchase of these shares by 
Adelphia was a fraudulent transfer, in that at the time of the transaction Aijelphia (i) was insolvent or was rendered insolvent, 
(ii) did not receive reasonably equivalent value in exchange for the cash it paid, and (iii) was engaged or about to engage in a 
business or transaction for which any property remaining with Adelphia had unreasonably small capital. The complaint seeks 
the recovery for the benefit of Adelphia's bankruptcy estate of the cash plaid for the repurchased shares, plus interest. FPL 
Group has filed an answer to the complaint. FPL Group believes that the complaint is without merit because, among other 
reasons, Adelphia will be unable to demonstrate that (i:i Adelphia's repurchase of shares from FPL Group, which repurchase 
was at the market value for those shares, was not for reasonably equivalent value, (ii) Adelphia was insolvent at the time of the 
repurchase, or (iii) the repurchase left Adelphia with unreasonably small capital. The case is in discovery and has been reset 
for trial in March 2008. 

In February 2003, Scott and Rebecca Finestone brought an action on behalf of themselves and their son Zachary Finestone in 
the US.  District Court for the Southern District of Florida alleging that their son has developed cancer (neuroblastoma) as a 
result of the release and/or dissipation into the air, water, soil and underground areas of radioactive and non-radioactive 
hazardous materials, including strontium 90, and the release of other toxic materials from FPL's St. Lucie nuclear power 
plant. The complaint, as subsequently amended, includes counts against FPL for strict liability for allegedly engaging in an 
ultra-hazardous activity and for alleged negligence in operating the plant in a manner that allowed emissions of the foregoing 
materials and failing to limit its release of nuclear fission products as prescribed by federal and state laws and regulations. The 
plaintiffs seek damages in excess of $1 million. In January 2006, the couit granted FPL's motion for final summary judgment 
and dismissed the case. On February 8, 2006, the plaintiffs filed a notice of appeal of the court's decision granting final 
summary judgment for FPL. The appeal is pending befcire the US. Court cif Appeals for the Eleventh Circuit. 

In May 2003, Tish Blake and John Lowe, as personal representatives of the Estate of Ashton Lowe, on behalf of the estate and 
themselves, as surviving parents, brought an action in ?he US. District Court for the Southern District of Florida alleging that 
their son developed cancer (medulo-blastoma) as a result of the release and/or dissipation into the alr, water, sol1 and 
underground areas of radioactive and non-radioactive hazardous materia'ls, including strontium 90, and the release of other 
toxic materials from FPL's St. Lucie nuclear power plant The allegations, counts and damages demanded in the complaint, as 
subsequently amended, are virtually identical to those contained in the Finestone lawsuit described above. In January 2006, 
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the court granted FPL's motion for final summary judgment and dismissed the case. On February 8, 2006, the plaintiffs filed a 
notice of appeal of the court's decision granting final summary judgment for FPL. The appeal is pending before the U.S. Court 
of Appeals for the Eleventh Circuit. 

In August 2003, Pedro C. and Emilia Roig brought an action on behalf of themselves and their son, Pedro Anthony Roig, in the 
Circuit Court of the Eleventh Judicial Circuit in and for Miami-Dade County, Florida (the state court), which was removed in 
October 2003 to the U.S. District Court for the Southern District of Florida, against Aventis Pasteur and a number of other 
named and unnamed drug manufacturing and distribution companies and FPL, alleging that their son has suffered toxic 
neurological effects from mercury poisoning. The sources of mercury exposure are alleged to be vaccines containing a 
preservative called thimerosal that were allegedly manufactured and distributed by the drug companies, mercury amalgam 
dental fillings, and emissions from FPL power plants, in southeast Florida. The complaint includes counts against all 
defendants for civil battery and against FPL for alleged negligence in operating the plants such that the son was exposed to 
mercury and other heavy metals emissions. The damages demanded from FPL are for injuries and losses allegedly suffered 
by the son as a result of his exposure to the plants' mercury emissions arid the parents' alleged pain and suffering, medical 
expenses, loss of wages, and loss of their son's services and companionship. No amount of damages is specified. The U.S. 
District Court remanded the action back to the state court. The drug manufacturing and distribution companies have moved to 
dismiss the action. Plaintiffs and FPL have agreed that FPL will not respond to the complaint until requested by the plaintiffs. 

In December 2003, Edward and Janis Shiflett brought an action on behalf of themselves and their son, Phillip Benjamln 
Shiflett, in the Circuit Court of the Eighteenth Judicial Circuit in and for Brevard County, Florida (the state court), which was 
removed in January 2004 to the US. District Court for the Middle District of Florida, against Aventis Pasteur and a number of 
other named and unnamed drug manufacturing and distribution companies, FPL and the Orlando Utilities Commission, 
alleging that their son has suffered toxic neurological effects from mercury poisoning. The allegations, counts and damages 
demanded in the complaint with respect to FPL are virtually identical to those contained in the Roig lawsuit described 
above. FPL's motion to dismiss the complaint was denied. The U.S. District Court subsequently remanded the action back to 
the state court. The state court subsequently dismissed the drug mainufacturing and distribution companies from the 
action. Plaintiffs' appeal of that order is pending beforla the Florida Fifth District Court of Appeal. Plaintiffs and FPL have 
agreed that FPL will not respond to the complaint until requested by the plaiintiffs. 

In October 2004, TXU Portfolio Management Company (TXU) served FPL Energy Pecos Wind I, LP, FPL Energy Pecos Wind I 
GP, LLC, FPL Energy Pews Wind II, LP, FPL Energy Pecos Wind II GP, I-LC and Indian Mesa Wind Farm, LP (FPL Energy 
Affiliates) as defendants in a civil action filed in the District Court in Dallas County, Texas. The petition alleges that the FPL 
Energy Affiliates had a contractual obligation to produce and sell to TXU a iminimum quantity of energy each year and that the 
FPL Energy Affiliates failed to meet this obligation. Tho plaintiff has asserted claims for breach of contract and declaratory 
judgment and seeks damages of approximately $34 million. The FPL Energy Affiliates filed their answer and counterclaim in 
November 2004, denying the allegations. The counterclaim, as now amended, asserts claims for conversion, breach of 
fiduciary duty, breach of warranty, conspiracy, breach of contract and ,fraud and seeks termination of the contract and 
damages. At the end of 2005, TXU amended its complaint to add FPL Group, FPL Energy, FPL Group Capital and ESI 
Energy, LLC (ESI Energy), as defendants. Motions to dismiss those entities as defendants were filed, and FPL Group, FPL 
Group Capital and ESI Energy have been dismissed. The case is in discovery and has been reset for trial in April 2007. 

During 2006, a U.S. court judgment in favor of Karah,a Bodas Company, LLC (KBC) totaling approximately $320 million, 
including interest, became final. FPL Energy owns an equity interest in KBC. The judgment related to proceedings initiated by 
KBC against PT Pertamina, Indonesia's state-owned oilr'energy company ti3 recover KBC's investment in a power generation 
project suspended indefinitely by the Indonesian government in 1998 and for lost profits. A portion of the final judgment, or 
approximately $290 million, was received by KBC in 2006, of which approximately $7 million was distributed to FPL Energy in 
May 2006 and approximately $90 million, FPL Energy's portion of the remaining funds, was distributed to FPL Energy in mid- 
February 2007. FPL Group recorded a $97 million pretax gain in equity in earnings of equity method investees in 2006 relating 
to the judgment. Also, during 2004, judgment funds of approximately $30 million were received by KBC, of which 
approximately $7 million was distributed to FPL Energy. 

In September 2006, PT Pertamina filed an action against KBC in the Grand Court of the Cayman Islands for fraud and for an 
injunction prohibiting KBC from disposing of, dealing with or diminishing the value of any of KBC's assets up to the value of PT 
Pettamina's funds KBC received as a result of the court judgment (approximately $320 million) pending resolution of the fraud 
claim. FPL Energy's portion of the damages being sought is approximately $145 million. KBC sought and in December 2006 
received from the US. District Court for the Southern District of New York an anti-suit injunction against the plaintiff, prohibiting 
the plaintiff from pursuing the fraud'action, or any similar action, and the reqluest for injunctive relief in the Cayman court or any 
other court worldwide. The plaintiffs appeal of that order to the U.S. Couit of Appeals for the Second Circuit is pending. In 
January 2007, the district court granted plaintiffs motion for stay pending appeal prohibiting the judgment funds from being 
distributed to KBC's owners, and in mid-February 2007, the US. Court of Appeals for the Second Circuit lifted the stay and the 
judgment funds of approximately $265 million were distributed. 

In addition to those legal proceedings discussed above, FPL Group and its subsidiaries, including FPL, are involved in a 
number of other legal proceedings and claims in the ordinary course of their businesses. Generating plants in which FPL 
Group or FPL have an ownership interest are also involved in legal proceedings and claims, the liabilities from which, if any, 
would be shared by FPL Group or FPL. 
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In the event that FPL Group and FPL, or their affiliates, do not prevail in thtsse lawsuits, there may be a material adverse effect 
on their financial statements. However, FPL Group and FPL believe that they, or their affiliates, have meriiorious defenses to 
all the pending litigation and proceedings discussed above under the heading Legal Proceedings and are vigorously defending 
the lawsuits. While management is unable to predict with certainty the outcome of the legal proceedings and claims discussed 
or described herein, based on current knowledge it is nclt expected that their ultimate resolution, individually or collectively, will 
have a material adverse effect on the financial statements of FPL Group or FPL. 

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

The Annual Meeting of FPL Group's shareholders was held on December 15, 2006. Of the 404,915,470 shares of common 
stock outstanding on the record date of October 25, 2006, a total of 347,815,519 shares (or 85.9% of the outstanding shares) 
were represented in person or by proxy. 

The following directors were elected effective December 15, 2006: 

Sherry S. Barrat 
Robert M. Beall, I I  
J. Hyatt Brown 
James L. Camaren 
3. Brian Ferguson 
Lewis Hay, 111 
Rudy E. Schupp 
Michael H. Thaman 
Hansel E. Tookes, I I  
Paul R. Tregurtha 

For 

342!,489,549 
341,620,508 
290,711,809 
34;!,601,389 
34;!,482,604 
340,759,425 
34;!,625,649 
342!,505,153 
34;!,437,527 
340,822,923 

-- Withheld 

5,325,970 
16,195,OI I 

57,103,710 
5,214,130 
5,332,915 
7,056,094 
5,189,870 
5,310,366 
5,377,992 

-- 

16,992,596 

The vote ratifying the appointment of Deloitte & Touch'e LLP as FPL Group's independent registered public accounting firm 
was 342,961,240 for, 1,830,348 against and 3,023,931 zibstaining. 

PART II 

Item 5. Market for Registrants' Common Equity, Related Stockholder Matters and Issuer Purchases of 
Equity Securities 

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: 

2005 -- 2006 
Quarter High Low High Low 

First $ 43.42 $ 38.85 $ 41.38 $ 35.90 
Second $ 41.97 $ 37.81 $ 42.72 $ 39.16 
Third $ 45.87 $ 40.59 $ 48.11 $ 40.30 
Fourth $ 55.57 $ 44.97 $ 48.05 $ 40.75 

Approximate Number of Shareholders. As of the close of business on January 31, 2007, there were 30,981 holders of 
record of FPL Group's common stock. 

Dividends. Quarterly dividends have been paid on common stock of FF'L Group during the past two years in the following 
amounts per share: 

2006 2005 -- Quarter 
First $0.375 ' $ 0.355 
Second $0.375 $ 0.355 
Third $0.375 $ 0.355 
Fourth $0.375 $ 0.355 

The amount and timing of dividends payable on FPL (3oup'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 (generally 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 
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deems relevant. The ability of FPL Group to pay dividends on its common stock is dependent upon, among other things, 
dividends paid to it by its subsidiaries. There are no restrictions in effect that currently limit FPL's ability to pay dividends to 
FPL Group. In February 2007, FPL Group announced that it would increase its quarterly dividend on its common stock from 
$0.375 to $0.41 per share. See Management's Discussion - Liquidity and Capital Resources - Covenants with respect to 
dividend restrictions and Note 12 - Common Stock Dividend Restrictions rqjarding dividends paid by FPL to FPL Group. 

Issuer Purchases of Equity SecuRles. The fbliclwing table presents information regarding purchases made by FPL 
Group of its common stock: 

Maximum Number of 
Total Number Average Tcital Number of Shares that May Yet be 

of Shares Price Paid Shares Purchased as Part of a Purchased Under the 
Period Purchased (*I Per S h a r E  Publicly Announced Program Program @I 

1011106- 10/31/06 5,747 $ 46.96 20,000,000 
11/1/06 - 11/30/06 19,223 $ 53.14 20,000,000 
12/1/06 - 12/31/06 2,421 $ 54.82 20,000,000 

27,391 - Total 

(a) Shares of common stock purchased from employees to pay certain withholding taxes upon the vesting of stock awards granted to such employees under 
the LTIP. 

(b) In February 2005, FPL Group's board of directors authorized a common stock repurchase pian of up to 20 million shares of common stock over an 
unspeclfied period, which authorization was ratlfled and confirmed by FPL Group's board of illrectors in December 2005. 
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Item 6. Selected Financial Data 

SELECTED DATA OF FPL GROUP (millions, except per share amounts): 
Operating revenues 
income before cumulative effect of changes In accounting principles 
Cumulative effect of adopting FAS 142, net of income taxes of $143 
Cumulative effect of adoptlng FIN 46, net of Income taxes of $2 
Net income 
Earnings per share of common stock - basic: 

Earnings per share before cumulative effect of changes In 

Cumulative effect of changes In accounting principles 
Earnings per share 

Earnings per share of common stock - assuming dilution: 
Earnings per share before cumulative effect of changes in 

Cumulative effect of changes in accounting principles 
Earnings per share 

accounting principles 

accounting principles 

Dividends paid per share of common stock 
Total assets Ih) 
Long-term debt, excluding current maturities (h) 

Obligations of FPL under capital lease, excluding current maturities '' 
SELECTED DATA OF FPL (millions): 

Operating revenues 
Net income available to FPL Group 

' Total assets I h )  
Long-term debt, exciudlng current maturities 
Energy sales (kwh) 
Energy sales: 

Residential 
Commercial 
industrial 
interchange power sales 
Other 

Total 
Approximate BO-minute peak load (mw): a) 

Average number of customer accounts (thousands): 

Summer season 
Winter season 

Residential 
Commercial 
Industrial 
Other 

Total 
Average price billed to Customers (cants per kwh) 

Years Ended December 31, 
:2006 2005'" 2004'" 2533''' 2002'" 
- ------ 
$ 15,710 $ 11,846 $ 10,522 $ 9,630 $ 8.173 
$ 1,281 '') $ got lo) $ 89dd) $ g06''I $ 701 1.) 
s - s  - s  - $  - $ (222) . .  
$ - 5  - $  - $ '3) s - 
$ 1,281'') $ 801") $ 896") $ 903' $ 479'" 

$ 3.25") $ 2.37@) $ 2.5Old) $ 2.55"' $ 2.02") 
8 - $  - $  - $ (O.Ol), $ (0.64) 
$ 3.25"' $ 2.37"' $ 2.50") $ 2.54 $ 1.38') 

$ 3.23Ib' $ 2.34'" $ 2.48Id' $ 2.54") $ 2.02(') 

$ 3.23") $ 2.34") J 2.4Sfd' $ 2.53 $ (%lol 5 - s  - $  - $ (0.01), $ 

$ 1.50 $ 1.42 $ 1.30 $ 1.20 $ 1:16 
$ 35,991 $ 32,990 $ 26.324 $ 26,955 5 23,184 
s e.501 o 8.038 s 8.027 s 8.723 s 5.780 

$ 11,988 
$ 802 
$ 23,073 
$ 4,214 

107,513 

50.8% 
41.4 
3.8 
2.1 
1.9 

100.0% 
-- 
I- 

21,818 
17.260 

$ 9,528 
5 748 
$ 22,726 
$ 3971 

105,648 

51.4% 
41.1 

3.7 
2.0 

100.0% 
1 .a - 

22,361 
19.683 

$ 8.734 
$ 749 
5 19,114 
$ 2,813 

103,835 

50.7% 
40.6 

2.9 
2.0 

100.0% 

3.8 

- 
20,545 
18.108 

$ 8,293 
$ 733 
J 17.817 
$ 3,074 

109.202 

51.8% 
40.1 
3. 9 
2.3 
1 .e 

100.0% - 
19,668 
15.989 

s 7,378 
$ 717 
$ 16.032 
$ 2,364 

98,605 

51.6% 
40.6 
4.1 
1.8 
1 .9 

100.0% - 
19,218 
20,lSO 

3,906 3,828 3,745 3,653 3,566 
479 470 458 445 435 

21 20 1B 17 16 
4 4 3 2 3 

4,410 4.322 4 , 225 4,117 4,020 
11.14 8.88 6.36 7.95 7.32 

------ 
I- 

la) Amounts have been adjusted to reflect the retrospective application of a FASB Staff Position related to planned major maintenance activties. See Note 1 - Major 
Maintenance Costs. 
includes merger-relatad expenses, net unrealized mark-to-market g8ilns associated with noriquaiifying hedges. impairment charges and an Indonesian project gain. 
includes net unreailzed mark-to-rnarkat gains or iossas associated with non-qualifying hedgias. 
includes Impairment and restructuring charges and net unrealized mark-to-market losses associated with nonqualifying hedges. 
includes Impairment and restructuring charges, charges related to certain wind projects and leveraged leases. a favorable seltiement of litigation with the IRS and net 
unrealized mark-to-market gains associated with nonqualifying hed(3es. 
includes the cumuiatlve effect of an accounting change and net unrtraiized mark-to-market ciains associated wlth non-quaiifylng hedges. 
includes the cumulative affect of an accounting change. Impalrmcint and restructuring charges, charges related to certain wind pmJects and leveraged leases, a 
favorable settlement of litigation wkh the IRS and net unrealized mark-to-market gains associated with nonqualifying hedges. 
Reflects the adoption of FIN 46 in July 2003. 
includes the net change in unbliied sales. 
Winter season includes November and December of the current year and January to March of the following year (for 2006, through February 26,2007). 

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

This discussion should be read in conjunction with the Notes to Consolidated Financial Statements contained herein. In the 
discussion of Results of Operations below, all comparisons are with the corresponding items in the prior year. 

Overview 

FPL Group is one of the nation's largest providers of electricity-related sorvices. Its principal subsidiary, FPL, serves more 
than 8.5 million people throughout most of the east ancl lower west coast:; of Florida. FPL Energy, FPL Group's competitive 
energy subsidiary, produces electricity primarily utilizing natural gas, wind and nuclear resources. Together, FPL's and FPL 
Energy's generating assets represented approximately 214,300 mw of capacity at December 31, 2006. FPL FiberNet provides 
fiber-optic services to FPL, telecommunications companies and other customers throughout Florida. 
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FPL obtains its operating revenues primarily from the retail sale of electricity. FPL expects the 2005 rate agreement to be in 
effect through December31, 2009. See Note I - Revenues and Rates. Over the last ten years, FPL's average annual 
customer growth has been 2.2% while usage growth per customer has been 0.7%. FPL is meeting the increased electricity 
demands of its customers by adding to its generation capacity and electric transmission and distribution infrastructure. FPL is 
currently constructing Turkey Point Unit No. 5, a 1,144 inw natural gas-fired combined-cycle plant, which is expected to be in 
service in the second quarter of 2007, for a total investment of approximately $580 million. FPL's expects to build two 
approximately 1,220 mw natural gas-fired combined-cycle units In westem Palm Beach County, Florida with planned in-service 
dates of 2009 and 2010 at an expected cost of approximately $1.3 billion. In addition, FPL filed a need application with the 
FPSC in 2007 to build two ultra super critical pulverized coal generating units totaling approximately 1,960 mw in Glades 
County, Florida with planned ikservice dates of 2013 and 2014 at an expected cost of approximately $5.7 billion. FPL is in the 
process of evaluating the economics, risks and advisability, among other things, of potentially building a new nuclear power 
plant in its service area. FPL's business strategy is tci continue meeting the increased demands of customers in a safe, 
reliable, cost-effective manner while focusing on operatinlg performance. 

FPL's O&M expenses again increased in 2006 reflecting higher transmissioin and distribution costs and the cost of FPL's Storm 
Secure Pian, as well as higher nuclear, customer servicis and employee medical costs. In addition, in 2006 the FPSC applied 
a different standard for recovery of 2005 storm costs than was used for the 2004 storm costs and, accordingly, FPL expensed 
approximately $27 million, after-tax and net of interest, cif disallowed 2005 storm costs. Management expects O&M expenses 
in 2007 to continue trending upward reflecting as muchl as a $30 million 'increase in Storm Secure Plan costs, higher fossil 
generation costs reflecting the placement of Turkey Point Unit No. 5 into service, and higher employee benefit, customer 
service and insurance costs. 

FPL Energy is in the competitive energy business with the majority of its operating revenues derived from wholesale electricity 
sales. Its business strategy Is to maximize the value of its current portfolicl, expand its US. market-leading wind position and 
build its portfolio through asset acquisitions. FPL Eneigy's market is diversified by region as well as by fuel source. FPL 
Energy sells a large percentage of its expected capacity to hedge against pirice volatility. If FPL Energy's plants do not perform 
as expected, this high degree of hedging could result in FPL Energy being required to purchase power at potentially higher 
market prices to meet its contractual obligations. FPL Energy's energy marketing and trading business is focused on reducing 
commodity price risk and extracting maximum value from its assets. FPL Energy, through Its subsidiaries, is one of the largest 
producers of wind energy in the world, and with the extension of the production tax credit program through December 2008, 
plans to continue expanding its wind porttblio in 2007 and 2008 through construction of new facilities and selective 
acquisitions. 

FPL Group and its subsidiaries segregate unrealized inark-to-market gains and losses on derivative transactions into two 
categories. The first category, referred to as trading activities, represents the net unrealized effect of actively traded positions 
entered into to take advantage of market price movements and to optimize the value of generation assets and related 
contracts. The second category, referred to as non-qualifying hedges, represents the net unrealized effect of derivative 
transactions entered into as economic hedges (but which do not qualify for hedge accounting under FAS 133, "Accounting for 
Derivative Instruments and Hedging Activities," as amended) and the ineffective portion of transactions accounted for as cash 
flow hedges. FPL Group uses derivative instruments to reduce its commodity price and interest rate risk. 

FPL Group's management uses earnings excluding certain items (adjusted earnings), which in 2006 were the unrealized mark- 
to-market effect of non-qualifying hedges and merger-related expenses, internally for financial planning, for analysis of 
performance, for reporting of results to the Board of Directors and as Inputs In determining whether performance targets are 
met for performance-based compensation under FPL Gi~up's employee incentive compensation plans. FPL Group also uses 
adjusted earnings when communicating its earnings outlook to invesbrs. FPL Group's management believes adjusted 
earnings provide a more meaningful representation of the company's fundamental earnings power. Although the excluded 
amounts are properly included In the determination of net income in accordence with generally accepted accounting principles, 
management believes that the amount andor nature of such items make period to period comparisons of operations difficult 
and potentially confusing. 

FPL Group and FPL adopted a FASB Staff Position (FSF') related to planned major maintenance activities (Major Maintenance 
FSP) effective December 31, 2006. The Major Maintenance FSP eliminates the accrue-in-advance method for recognizing 
costs associated with planned major maintenance activities. This FSP requires retrospective application and, accordingly, all 
prior period reported results of FPL Group and FPL Energy have been adjusted to reflect this change. FPL will continue to 
apply the accrue-in-advance method in accordance with regulatory treatment and, accordingly, this change resulted in the 
reclassification of its accrued major maintenance costs to a regulatory liability. See Note I - Major Maintenance Costs. 

' 
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Results of Operations 

Summary- Presented below is a summary of net income by reportable segment (see Note 17): 

FPL 
FPL Energy 
Corporate and Other 
FPL Group Consolidated 

Years Ended December 31, 
2006 2005 2004 

(millions) 

$ 802 $ 748 $ 749 
61 0 203 181 

--- 

FPL's 2006 improved results reflect lower depreciation and amortization expense and customer growth partly offset by the 
expensing of disallowed 2005 storm costs and higher O&M expenses. FPL's results for 2005 reflect strong customer growth 
and higher average electricity usage per retail customer despite the impact of increased hurricane activity, which were more 
than offset by higher O&M expenses, depreciation and amortization expense and interest charges. 

FPL Energy's 2006 results reflect an approximately $97 million gain ($63 million after-tax) resulting from a court judgment 
relating to an Indonesian project that was suspended in 1998, additional eernlngs from new investments and improved results 
from the existing portfolio. FPL Energy's 2005 results improved primarily dlJe to improved market conditions and the favorable 
effects of contract restructuring activities and asset sales, as well as project additions partially offset by higher interest 
expense. In addition, FPL Group's and FPL Energy's net income for 2006 reflect net unrealized after-tax gains from non- 
qualifying hedges of $92 million while 2005 and 2004 net income reflect net unrealized after-tax losses from non-qualifying 
hedges of $1 12 million and $3 million, respectively. While the unrealized marked-to-market gains and losses on non-qualifying 
hedge activity may be significant in any given period, the cumulative impact on FPL Group's balance sheet at December 31, 
2006 was not material. The change in unrealized mark-to-market activity is primarily attributable to changes in forward power 
and natural gas prices, as well as the reversal of previously recognized unrealized mark-to-market gainsllosses as the 
underlying transactions are realized. As a general rule, a gain (loss) in the non-qualifying hedge category is offset by 
decreases (increases) in the fair value of related physiail asset positions in the portfolio or contracts, which are not marked to 
market under generally accepted accounting principles. 

Results for Corporate and Other in 2006 reflect a $!38 million ($60 million after-tax) impairment charge related to FPL 
FiberNet's metro market assets as a result of significanl changes in the business climate in which FPL FiberNet operates. In 
addition, Corporate and Other's 2006 results reflect approximately $14 million of after-tax merger costs associated with the 
proposed merger between FPL Group and Constellation Energy, which was terminated in October 2006. See Note 2 for 
information about the terminated merger, Note 5 - Corporate and Other for FPL FiberNet impairment charge and Note 17 for 
segment information. 

FPL Group's effective tax rate for all periods presented reflects PTCs for wind projects at FPL Energy. PTCs can significantly 
affect FPL Group's effective tax rate depending on the ,amount of pretax income and wind generation. See Note 1 - Income 
Taxes and Note 6. 

FPL - FPL's net income available to FPL Group for 2006, 2005 and 20OZ4 was $802 million, $748 million and $749 million, 
respectively. During 2006, FPL's net income benefited fimm lower depreciation and amortization expense, continued customer 
growth and certain federal income tax deductions and credits. These factors were partially offset by higher O&M and property 
tax expenses, the disallowance of certain storm costs arid a slight decline in customer usage. During 2005, FPL's net income 
benefited from strong customer growth and increased customer usage due! to overall improved weather conditions. However, 
the impact of increased hurricane activity, higher depreciation and amortization expense and increased O&M and interest 
expenses more than offset these benefits. 

In the second quarter of 2006, when considering FPL'!; petition to recover 2005 storm costs, the FPSC applied a different 
standard for recovery of 2005 costs than was used for rjscovery of the 200.4 storm costs. This resulted in certain adjustments 
and disallowances of storm costs that FPL sought to recover, which reduced FPL Group's and FPL's 2006 net income by 
approximately $27 million. 

In 2005, the FPSC approved the 2005 rate agreement regarding FPL'S retail base rates signed by FPL and all of the 
interveners in its 2005 rate case filing. FPL expects the 2005 rate agreement to be in effect through December 31, 2009. The 
2005 rate agreement replaced a rate agreement that was effective April 15,2002 through December 31,2005. 

The 2005 rate agreement provides that retail base rates will not increase during the term of the agreement except to allow 
recovery of the revenue requirements of any power plant approved pursuant to the Siting Act that achieves commercial 
operation during the term of the 2005 rate agreement. Retail base rates will increase approximately $127 million on an 
annualized basis when Turkey Point Unit No. 5 is placed in service, which is expected to occur in the second quarter of 
2007. The 2005 rate agreement also continues the revenue sharing mechanism in FPL's 2002 rate agreement, whereby 
revenues from retail base operations in excess of certain thresholds will ble shared with customers on the basis of two-thirds 
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refunded to customers and one-third retained by FPL. Revenues from retail base operations in excess of a second, higher 
threshold (cap) will be refunded 100% to customers. The revenue sharing threshold and cap is adjusted each year. For the 
years ended December 31,2006,2005 and 2004, revenues from retail basts operations did not exceed the thresholds for those 
years. See Note 1 - Revenues and Rates for informatkn on the calculatitm of the threshold and cap and for information on 
FPL's regulatory ROE. 

The 2005 rate agreement, among other things, requires FPL to use electric property depreciation rates based upon 
comprehensive depreciation studies filed with the FP8C in March 2005 and permits FPL to continue to reduce annual 
depreciation by up to $125 million, which FPL has been doing since 2002. The 2005 rate agreement suspended contributions 
of approximately $79 million per year to the nuclear decommissioning fund beginning in September 2005. The 2005 rate 
agreement also suspended, beginning in 2006, contributions of $20.3 milllion per year to the storm and property insurance 
reserve but allows FPL to recover prudently incurred storm restoration costs, either through securitization pursuant to a state 
financing statute or surcharges. 

FPL's operating revenues consisted of the following: 

Retail base $ 3,657 $ 3,658 $ 3,548 
Fuel cost recovery 6,573 4,283 3,877 

170 219 187 Other, primarily gas, transmission and wholesale sales and customer-related fees 
$11,988 $ 9,528 $ 8,734 Total 

For the year ended December 31, 2006, an increase in the average number of customers of 2.0% increased retail base 
revenues by approximately $74 million. During this period, usage per retail customer decreased 0.4% primarily due to warmer 
weather experienced in 2005 and the elasticity effect on customers of higher electricity prices in 2006 reflecting the increase in 
FPL's retail fuel clause recovery factor as discussed belciw. This decrease in usage per retail customer was partly offset by the 
absence of hurricane activity in 2006 compared to the 2005 activity that caused customer service interruptions throughout 
FPL's service territory. This usage decrease, as well as other factors, decreased retail base revenues by approximately $23 
million. In addition, under the 2005 rate agreement, FPL was authorized by the FPSC to collect, through a separate charge on 
a customer bill, the portion (approximately 1.5%) of grciss receipts taxes ithat was previously embedded in base rates. This 
resulted In an approximately $52 million reduction in retail base revenues wiith a corresponding increase in revenues from other 
cost recovery clauses and pass-through costs. 

For the year ended December 31,2005, a 2.3% increase In the average nuimber of customer accounts increased revenue from 
retail base operations by approximately $82 million whille the balance of tihe increase, or $28 million, was primarily due to a 
0.5% increase in usage per retail customer. The majority of the growth in usage was due to the effects of overall improved 
weather conditions which was partially offset by increased hurricane activity in 2005 that caused customer service interruptions 
throughout FPL's service territory. The 2005 and 2004 hurricanes resulted in lost revenues of approximately $52 million and 
$38 million, respectively. 

Revenues from fuel and other cost recovery clauses and pass-through costs, such as franchise fees, revenue taxes and storm 
cost recoveries, do not significantly affect net Income; however, underrecovery or overrecovery of such costs can significantly 
affect FPL Group's and FPL's operating cash flows. Fluctuations in fuel cost recovery revenues are primarily driven by 
changes in fuel and energy charges which are included in fuel, purchased power and interchange expense, as well as by 
changes in energy sales. Fluctuations in other cost recclvery clauses and pass-through costs revenues are primarily driven by 
changes in capacity charges, franchise fee costs and !storm reserve deficiency amortization, and the impact of changes in 
O&M and depreciation expense on the underlying cost recovery clause, as well as changes in energy sales. Capacity charges 
and franchise fee costs are included in fuel, purchased power and interchange and taxes other than income taxes, 
respectively, in the consolidated statements of income. 

Ordinarily, the fuel charge is set annually based on estirnated fuel costs arid estimated customer usage, plus or minus a true- 
up for prior period estimates. FPL utilizes an FPSC approved risk managoment fuel procurement program, which is intended 
to reduce the risk of unexpected fuel price volatility by locking in fuel prices for a portion of FPL's fuel requirements. The 
results of the program are reviewed by the FPSC as part of the annual review of fuel costs. In response to higher fuel prices, 
in January 2006 and January 2005 the retail fuel clause recovery factor was increased approximately 46% and 7%, 
respectively. This was the primary contributor to the increase in fuel cost recovery revenues in 2006 and 2005. The retail fuel 
clause recovery factor for 2007 was reduced approximaiely 7.2% in Januaiy 2007 primarily in response to expected fuel price 
changes. This factor will decline again by another 2.3%) during the sewn13 quarter of 2007 when Turkey Point Unit No. 5 is 
placed in service, although a typical 1,000 kwh residential bill will remain tho same because the previously discussed base rate 
increase for this unit will offset the fuel clause recovery factor decline. In February 2005, FPL began recovering the 2004 
storm restoration cost deficiency from retail customers. 'These revenues an? included in other cost recovery clauses and pass- 
through costs. For the years ended December 31, 2006 and 2005, the amount billed to customers related to these storm 

Other cost recovery clauses and pass-through costs 1,588 1,368 1,122 
--- --- 
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restoration cost recoveries amounted to approximately $1 51 million and $1 55 million, respectively, and the corresponding 
expense for the amortization of the storm reserve deficiency is shown as a separate line on the consolidated statements of 
income. For further discussion, see Note 1 -Storm Reserve Deficiency. 

The decrease in other revenues in 2006 is primarily due to the transfer, effective January 1,2006, of FPL's retail gas contracts 
to a subsidiary of FPL Group Capital, which also reduced FPL's fuel expense by approximately $64 million for the year ended 
December 31,2006. The increase in other revenues in 2005 was primarily ldue to higher retail gas revenues. 

The major components of FPL's fuel, purchased power and interchange expense are as follows: 

Fuel and energy charges during the period 
Recovery of costs incurred in a prior period 
Net over (under) recovery of costs during the period 
Other, primarily capacity charges net of any capacity deferral 
Total 

$ 5,662 $ 5,213 $ 3,742 
743 140 345 
194 (1,027 1 (188) . 
517 584 568 --- $ 7,116 $ 4,910 $ 4,467 
--- 

Effective January 2006, FPL's fuel clause recovery factor was increased in response to higher expected fuel prices in 2006, as 
well as the recovery of a portion of underrecovered fuel costs from 2005. The increase in the fuel factor was the primary 
contributor to the $935 million decrease in deferred clause and franchise expenses (current and noncurrent, collectively) on 
FPL Group's and FPL's consolidated balance sheets at December 31, 2006, and positively affected FPL Group's and FPL's 
cash flows from operations for the year ended December 31, 2006. The increase in fuel and energy charges In 2006 reflects 
higher fuel and energy prices of approximately $415 million and approximately $98 million attributable to higher energy sales 
partly offset by approximately $64 million related to the transfer of FPL's retail gas business. The increase in fuel and energy 
charges in 2005 reflects higher fuel energy prices of approximately $1,352 million, approximately $98 million attributable to 
higher energy sales and $21 million related to higher retail gas costs. The recovery of costs incurred in a prior period 
represents the collection of underrecovered fuel costs the FPSC permitted FPL to start collecting at the beginning of the 
year. The net overrecovery (underrecovery) of costs during the period represents fuel clause collections from customers which 
were higher (lower) than fuel and energy costs incurred. 

' FPL's O&M expenses increased approximately $67 million in 2006 primarilly due to higher transmission and distribution costs 
and costs associated with FPL's Storm Secure Plan totaling approximately $39 million, higher nuclear costs of approximately 
$38 million, excluding the sleeving and reactor vess131 head amortization cost reductions discussed below, and higher 
employee benefit costs, primarily medical, of approximately $1 0 million. In addition, customer service costs increased 
approximately $1 9 million reflecting additional staffing needs and higher uricollectible accounts as a result of higher customer 
bills. These factors were partially offset by the suspension in 2006 of approximately $20 million of contributions to the storm 
and property insurance reserve in accordance with the 2005 rate agreement. The increase in nuclear costs were substantially 
offset by a partial reversal in 2006 of sleeving costs recorded in 2005 that FPL expected to spend, but did not, during the 
spring 2006 outage of the St. Lucie Unit No. 2 nuclear plant in order to comply with the NRC regulations concerning tube 
plugging in the unit's two steam generators and by lower reactor vessel head amortization costs. The reactor vessel head 
inspection costs reflect the amortization over a fiveyear period that began in 2002, as authorized by the FPSC, of the 
estimated cost of performing inspections for cracks and corrosion and making any necessary repair to the reactor vessel 
heads at all four of FPL's nuclear facilities until replacement. No cracking was detected and no repairs were needed to the 
reactor vessel head during the spring 2006 outage at !3. Lucle Unit No. 2. The reactor vessel heads at FPL's three other 
nuclear units were replaced in 2004 and 2005. FPL intends to replace the reactor vessel head and the steam generators at St. 
Lucie Unit No. 2 during its fall 2007 scheduled refueling outage. Other changes in O&M expenses were primarily driven by 

. pass-through costs which did not significantly affect net income. Management expects O&M in 2007 to continue trending 
upward reflecting as much as a $30 million increase in :Storm Secure Plan costs, higher fossil generation costs reflecting the 
placement of Turkey Point Unit No. 5 into service, and hillher employee benefit, customer service and insurance costs. 

FPL's O&M expenses increased approximately $79 million in 2005 primarily due to higher employee benefit expenses of 
approximately $28 million, higher nuclear maintenance costs of approximately $19 million and higher fossil generation costs of 
approximately $18 million, as well as the absence of a $21 million settlement related to shareholder litigation which reduced 
O&M expenses in 2004. In addition, part of the O&M expense increase relates to approximately $17 million of expenses 
associated with increased nuclear security costs which are recovered through the capacity clause. The overall increase in 
O&M expenses was partially offset by a reversal of a prior year reserve of approximately $15 million related to 2004 storm 
costs that were subsequently determined to be recoverable pursuant to i3 2005 FPSC order. Increased employee benefits 
expenses are primarily associated with the absence of ;I pension transition credit that was fully amortized by the end of 2004 
and higher employee costs. The increase in fossil generation expense relates primarily to the introduction of the Martin and 
Manatee expansion as well as the timing of overhaul maintenance at some of the older generating units. 

Depreciation and amortization expense for the year ended December 31, 2006 decreased $164 million primarily benefiting 
from lower depreciation rates and the elimination of the ciecommissioning accrual approved as part of the 2005 rate agreement 
(a collective benefit of approximately $242 million). This reduction in depreciation rates applied to substantially all power plant 
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assets including Turkey Point Units Nos. 3 and 4 and St. Lucie Units Nos. I and 2, which have received 20-year license 
extensions. This was partially offset by FPL's continued investment in transmission and distribution facilities to support 
customer growth and demand (approximately $31 million), depreciation frorn the addition of two new generating units at FPL's 
existing Martin and Manatee power plant sites which became operational on June 30, 2005 (approximately $23 million) and 
increased nuclear depreciation related to plant additions (approximately $24 million). FPL expects to place Turkey Point Unit 
No. 5, a 1,144 mw natural gas-fired generating unit, into service during the second quarter of 2007. For the year ended 
December 31, 2005, depreciation and amortization expense increased b y  $36 million, of which approximately $23 million 
related to the addition of the two new generating units at the Martin and Manatee power plant sites. The remainder of the 
increase was primarily due to FPL's continued investment in transmission and distribution expansion to support customer 
growth and demand. The increase in depreciation and amortization expense was partially offset by the suspension, in 
September 2005, of FPL's nuclear decommissioning accrual which totaled approximately $79 million annually. 

Taxes other than income taxes increased $1 87 million arid $49 million for 2006 and 2005, respectively, primarily due to higher 
franchise fees and revenue taxes, which are pass-through costs, as a result of increases in fuel and other cost recovery clause 
revenues. In both 2006 and 2005, taxes other than inlmme taxes also included higher property taxes reflecting growth in 
property balances. 

Interest charges for 2006 and 2005 increased primarily due to higher average debt balances used to fund increased 
investment in generation, transmission and distribution expansion, and to pay for unrecovered fuel and storm restoration 
costs. In addition, average interest rates in 2006 and 2005 increased approximately 20 basis points and 30 basis points', 
respectively. The decline In AFUDC in both 2006 and 2005 is primarily attributable to the placement of the additional Martin 
and Manatee units in service on June 30, 2005, partially offset by increased AFUDC on Turkey Point Unit No. 5. Interest 
income, included in other - net in FPL's consolidated statements of income,, increased in 2006 and 2005 by approximately $16 
million and $14 million, reflecting higher interest accrued on the unrecovered balance of the storm reserve deficiency. In 2005, 
interest income included interest on deferred costs assoc,iated with nuclear security, as approved by the FPSC. 

FPL currently faces cornpetition from other suppliers of electrical energy tci wholesale customers and from alternative energy 
sources and self-generation for other customer groups, primarily industrial customers. The FERC has jurisdiction over 
potential changes that could affect competition in wholesale transactions. In 2006, operating revenues from wholesale and 
industrial customers combined represented approximatt!ly 4% of FPL's total operating revenues. Various states, other than 
Florida, have enacted legislation or have state commissions that have issued orders designed to allow retail customers to 
choose their electricity supplier. Management believes it is unlikely there will be any state actions to restructure the retail 
electric industry in Florida in the near future. If 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 clff 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 Critical 
Policies and Estimates - Regulatory Accounting. 

In September 2006, the FPSC granted FPL an exemption from the FPSCa bid rule for two ultra super critical pulverized coal 
generating units, totaling approximately 1,960 mw and in February 2007, FPL filed a need application with the FPSC to build 
these units in Glades County, Florida with expected operational dates of 21113 and 2014. Effective February 2007, the FPSC 
eliminated the requirement for utilities to issue an RFP lor new nuclear power plants sited after June 2006. Also in February 
2007, the FPSC approved a nuclear cost recovery rule that provides for thle recovery of all prudently incurred costs for siting, 
designing, licensing and constructing new nuclear power plants. FPL is in ,the process of evaluating the economics, risks and 
advisability, among other things, of potentially building a inew nuclear power plant in its service area. 

FPL Energy - FPL Energy's net income for 2006, 21005, and 2004 was $610 million, $203 million and $181 million, 
respectively, an increase in 2006 of $407 million and an increase in 2005 of $22 million. The net income amounts have been 
adjusted to reflect the retrospective application of the Major Maintenance FSP. See Note I - Major Maintenance Costs. The 
primary drivers, on an after-tax basis, of these increases were as follows: 

. 
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Years Ended 
December 31, 

2006 2005 -- 
(millions) 

New investments 
Existing assets ('I 
Full energy and capacity requirements services and trading 
Restructuring activities and asset sales 
Indonesian project gain 
Interest expense and other 
Change in unrealized mark-to-market non-qualifying heclge activity Ib) 

Net income increase 
204 (109) 

$ 407 $ 22 -- 
(11 Includes PTCs on wind projects but does not include allocation of interest expense or corporate general and administrative expenses. See Note 1 - Income 

Taxes. Results from new proJects are included in new investmenis during the Rrst twelve months of operatloll. A project's results are included in existing 
assets beginning with the 13H month of operation. 

(bl For discussion of derivative Instruments, see Nota 4 and Overdew. 

The Increase in FPL Energy's 2006 results from new investment reflects the addition of over 1,800 mw of wind, nuclear arld 
solar generation during or after 2005. The 2005 increase reflects over 1,300 mw of gas-fired, wind and solar generation during 
or after 2004. The 2005 contribution was partially offsst by losses associated with Gexa, a retail electric provider in Texas 
acquired in June 2005. 

In 2006, FPL Energy's existing asset portfolio benefited from improved market conditions in the NEPOOL, ERCOT and PJM 
regions and a higher wind resource. This was partially offset by the unfavolrable impact of a longer refueling outage in 2006 as 
compared to 2005 at the Seabrook nuclear facility. In addition, Included in the existing assets line item was a $4 million after- 
tax ($8 million pretax) impairment charge recorded by FPL Energy in 2006 related to a California coal plant. See Note 5 - FPL 
Energy. In 2005, the existing portfolio benefited from irnproved market conlditions in the ERCOT and NEPOOL regions as well 
as the favorable effect of prior contract restructurings. FPL Energy is curri~ntly planning to make alloy 600 pressurizer repairs 
to Its Seabrook nuclear plant in 2008, but the NRC may require the repairs to be done in 2007. Performing these repairs in 
2007 may reduce FPL Energy's 2007 results of openltions but is not expected to significantly affect the estimated capital 
expenditures for the 2007 through 201 1 period. 

FPL Energy's 2006 financial results benefited from increased gains from its, full energy and capacity requirements services and 
trading activities in 2006. Full energy and capacity requirements services included load-following services, which require the 
supplier of energy to vary the quantity delivered based on the load demancl needs of the customer, as well as various ancillary 
services. 

The results of restructuring activities and asset sales in 2006 were lower th#an 2005 reflecting the absence of gains recorded in 
2005 from asset sales and from a contract restructuring, partly offset by 51 $12 million after-tax gain recorded in 2006 on the 
sale of wind development rights. Restructuring activities in 2005 reflect the absence of a $48 million loss ($81 million pretax) 
recorded in 2004 associated with the restructuring of the Marcus Hook steam contract, which consisted of the write-off of an 
auxiliary boiler and a payment to terminate an associatid steam sales agreement. Also in 2004, FPL Energy recorded a $29 
million after-tax impairment loss (approximately $47 million pretax) to write down its investment in a combined-cycle power 
plant in Texas to its fair value as a result of agreeing to sell its interest in the project. In addition, in 2004 FPL Energy recorded 
a net after-tax gain of approximately $31 million (approximately $52 million pretax) related to the termination of a gas supply 
contract and a steam agreement at one of its investmen!s in joint ventures. See Note 5 - FPL Energy. 

The Indonesian project gain reflects a $63 million after-tax gain ($97 million pretax) recorded by FPL Energy in 2006 as the 
result of a court judgment. A portion of the judgment (approximately $7 million pretax or $5 million after-tax) was recorded by 
FPL Energy in 2004. See Item 3 for a discussion of pending litigation relatiing to the Indonesian project. 

In both 2006 and 2005, interest expense and other reflects higher interest expense due to higher debt balances as a result of 
growth in the business as well as an increase in average! interest rates of a:pproximately 38 basis points and 56 basis points for 
2006 and 2005, respectively. In addition, interest and other in both 2006 and 2005 includes higher corporate general and 
administrative expenses to support the growth in the bu.;' c mess. 

In 2006, FPL Energy recorded approximately $92 millilm of after-tax net unrealized mark-to-market gains on non-qualifying 
hedge activity. In 2005 and 2004, FPL Energy recorded approximately $112 million and $3 million, respectively, of net 
unrealized mark-to-market losses on non-qualifying hedge activity. The change in unrealized mark-to-market activity for 2006 
compared to 2005 is primarily attributable to decreased forward power ;and natural gas prices, as well as the reversal of 
previously recognized unrealized mark-to-market losses as the underlying transactions were realized during 2006. The 
increase in 2005 in unrealized mark-to-market losses as'sociated with non-qualifying hedge activity was primarily attributable to 
increased forward power and natural gas prices, as well as the reversal i f  previously recognized unrealized mark-to-market 
gains as the underlying transactions were realized during 2005. 
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FPL Energy's operating revenues for the years ended December 31,2006 arnd 2005 increased $1,337 million and $51 6 million, 
respectively. The year ended December 31, 2006 benefited primarily from gains on unrealized mark-to-market non-qualifying 
hedge activity in 2006 as compared to losses in the 2005 period, projiect additions, favorable market conditions in the 
NEPOOL, ERCOT and PJM regions, and a higher wind resource, partially offset by the impact of the longer refueling outage in 
2006 as compared to 2005 for the Seabrook nuclear facility. Also, opecating revenues in 2006 include approximately $12 
million related to the settlement of certain operational performance issue!; with wind turbine equipment suppliers. The year 
ended December 31, 2005 benefited primarily from implaved market conditions mainly in the ERCOT and NEPOOL regions, 
project additions and improved hydro resources, partially ofbet by higher urrrealized mark-to-market losses from non-qualifying 
hedge activity, lower generation at Seabrook due to its scheduled spring 20105 refueling outage and a reduced wind resource. 

FPL Energy's operating expenses for the years ended December 31,2006 and 2005 increased $736 million and $539 million, 
respectively. The increase for 2006 is primarily due to unrealized mark-to-market non-qualifying hedge losses in 2006 
compared to gains in 2005, project additions and increased fuel costs as a result of market conditions. The increase for 2005 
is primarily driven by increased fuel prices and generatlc'n in the ERCOT and NEPOOL regions as well as by project additions 
which also resulted in higher O&M and depreciation and amortization expenses. The increase in operating expenses was 
partially offset by higher unrealized mark-to-market gains' from non-qualifying hedge activity. Included in operating expenses in 
2004 were charges of approximately $81 million associated with the restructuring of the Marcus Hook steam contract 
discussed above. FPL Energy expects O&M expenses to continue to increase in 2007, primarily due to costs associated with 
project additions and plant maintenance. 

Equity in earnings of equity method investees increased $57 million for the :year ended December 31,2006 primarily due to the 
$97 million Indonesian project gain discussed above and the favorable effect on operating results from a prior contract 
restructuring. These factors were partially offset by unrealized mark-to-market losses of approximately $26 million from non- 
qualifying hedge activity in 2006 compared to an approximately $2 million gain in 2005 and the absence of an approximately 
$13 million pretax gain on a contract restructuring recorded in 2005. In 2005, equity in earnings of equity method investees 
increased primarily due to the positive effects of prior contract restructurirrgs partially offset by lower gains of approximately 
$1 1 million from non-qualifying hedge activity. In 2004, FPL Energy recorded a net pretax gain of approximately $52 million on 
the termination of a gas supply contract and a steam ogreement. Also iricluded in the equity in earnings of equity method 
investees in 2004 was the $47 million pretax impairment loss related to ,a combined-cycle power plant in Texas discussed 
above. See Note 5 - FPL Energy. 

FPL Energy's interest expense for the year ended December 31, 2006 and 2005 increased $46 million and $43 million, 
respectively, reflecting higher average debt balances to support growth in the business and an increase in average interest 
rates. Gains (losses) on disposal of assets in FPL Group's consolidated statements of income for 2006 reflect an 
approximately $20 million pretax gain for the sale of wind development rights. In 2005, this line item included approximately 
$44 million of pretax gains on the sale of FPL Energy joint venture prqjects. FPL Energy's interest income increased by 
approximately $10 million in 2005 primarily related to higher investment income associated with the Seabrook 
decommissioning fund balance, as well as interest income associated with a bridge loan, which was originated early in 2005 in 
connection with an acquisition of a solar project and repaid in the third quarter of 2005. Other - net for the year ended 
December 31,2005 includes a benefit associated with obtaining an additionlal partnership interest in a coal plant In California. 

PTCs from FPL Energy's wind projects are reflected in FPL Energy's earnings. PTCs are recognized as wind energy is 
generated and sold based on a per kwh rate prescribed in applicable federal and state statutes, and amounted to 
approximately $167 million, $129 million and $109 niillion for the years ended December 31, 2006, 2005 and 2004, 
respectively. 

In January 2006, FPL Energy completed the acquisition of a 70% interest, or approximately 41 5 mw, in the Duane Arnold nuclear 
power plant. FPL Energy purchased the 70% interest, including nuclear fuel, inventory and other items, for a net purchase price of 
approximately $350 million. FPL Energy is selling substarltially all of its share of the output of Duane Amold to IP&L under a long- 
tern contract expiring in 2014. FPL Energy is responsible for management and operation of the plant, as well as for the ultimate 
decommissioning of the facility, the cost of which will be shared on a pro-rata basis by the joint owners. FPL Energy received 
approximately $188 million of decommissioning fund:: at the closing of the acquisition which is included in nuclear 
decommissioning reserve funds on FPL Group's conderised consolidated balance sheet at December 31, 2006. FPL Energy 
expects to file for a license extension for the plant in 200!3, which, if approveid, will enable the plant to continue to operate for an 
additional 20 years beyond its current license expiration of 2014. 

In December 2006, FPL Energy entered into an agreement to purchase Point Beach, a Wuni t ,  1,033 mw nuclear power plant 
located in Wisconsin from Wisconsin Electric. Under the agreement, FPL Energy will purchase the plant, including nuclear fuel, 
inventory and other items, for a total of approximately $998 million. Under the agreement, FPL Energy will sell the output of Point 
Beach to Wisconsin Electric under a long-term contract. The duration of the contract will be, at the option of Wisconsin Electric, 
either through the current license terms of 2030 for Unit I and 2033 for Unit 2 or for a term of 16 or 17 years from the closing date 
for Units 1 and 2, respectively. FPL Energy will be respmsible for management and operation of the plant, as well as for the 
ultimate decommissioning of the facility and expects to mceive at least $3610 million of decommissioning funds at closing. The 
transaction is subject to, among other things, the receipt of approvals from various federal and state regulatory agencies. FPL 
Energy expects to close the transaction in the third quartjar of 2007. 
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FPL Energy expects its future portfolio capacity growth ti3 come primarily from wind development and from asset acquisitions. 
FPL Energy plans to add a total of at least 1,500 mw of new wind gemeration over the 2007 and 2008 period, including 
approximately 450 mw which are currently under construction. 

In 2006, the FERC approved a settlement agreemenl that established a new fotward capacity market in the NEPOOL 
region. The parties to the settlement agreement include wholesale power generators in New England, including FPL Energy, 
and four of the six New England states. Under the settlement agreement, capacity payments to generators will be established 
competitively through an annual auction, the first of which will be conducted in the first quarter of 2008 to purchase capacity for 
the twelve months starting June 1, 2010. The settlemenl agreement also pirovides for a transition period starting December I ,  
2006 through May 31, 2010, during which capacity suppliers will receive fixed capacity payments, subject to penalties for 
forced outages during peak demand periods. The settlement agreement, as approved by the FERC, Is expected to result in 
increased gross margins for FPL Energy's assets in the NEPOOL region during the transition period. 

Competitive wholesale markets in the United States continue to evolve and vary by geographic region. Revenues from 
electricity sales in these markets vary based on the pria?s 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 and reliably, the 
price and supply of fuel, transmission constraints, wind and hydro resources (weather conditions), competition from new 
sources of generation, effective risk management, demand growth and expclsure to legal and regulatory changes. 

Expanded competition in a frequently changing regulatory environment presents both opportunities and risks for FPL 
Energy. Opportunities exist for the selective acquisition of generation assets and for the construction and operation of efficient 
blants that can sell power in competitive markets. FPL Energy seeks to reduce its market risk by having a diversified porlfolio, 
by fuel type and location, as well as by contracting for the sale of a significant amount of the electricity output of its plants. The 
major markets in which FPL Energy operates have shown signs of continued improvement since 2004, such as improved 
sparks spreads and energy prices in ERCOT and NEF'OOL. The combiriation of new wind projects, expected increase in 
contribution from merchant assets and asset acquisitions are expected to be the key drivers in supporting FPL Energy's growth 
over the next few years. 

FPL Energy's earnings are subject to variability due to, among other things, operational performance, commodity price 
exposure, counterparty performance, weather conditions and project restructuring activities. FPL Energy's exposure to 
commodity price risk is reduced by the degree of contrac! coverage obtained for 2007 and 2008. If FPL Energy's plants do not 
perform as expected, this high degree of hedging could result in FPL Enevgy being required to purchase power at potentially 
higher market prices to meet its contractual obligations. 

FPL Energy's results are affected by natural fluctuations in weather. In addition to the effect of temperature, which is reflected 
in commodity prices and demand, changes in weather aflect production leve!ls of the wind portfolio as well as the hydro units in 
Maine. In managing its exposure to commodity prices, FPL Energy is dependent upon its counterparties to perform under their 
contractual obligations. FPL Energy actively manages the trade-off between market risk and credit risk, as well as exposure 
with individual counterparties as a function of their creditworthiness. Substantially all of FPL Energy's 2007 contracted 
revenues are with investment grade counterparties. 

corporate and Other - Corporate and Other is primarily comprised of interest expense, the operating results of FPL FiberNet 
and other business activities as well as corporate interest income and expenses. Corporate and Other allocates interest 
charges to FPL Energy based on a deemed capital structure at FPL Energy of 50% debt for Operating projects and 100% debt 
for projects under construction. Each subsidiary's incorn13 taxes are calculated based on the "separate return method," except 
that tax benefits that could not be utilized on a separate return basis, but are utilized on the consolidated tax return, are 
recorded by the subsidiary. Any remaining consolidated income tax benefits or detriments are recorded at Corporate and 
Other. The major components of Corporate & Other results, on an after-tax basis, are as follows: 

Years Ended December 31, 
2006 2005 2004 

(millions) 
--- 

Interest expense 
FPL FiberNet impairment charge 
Merger costs 
State tax benefits 
Interest income on secured third party loan 
Gains on sale and termination of leveraged lease agreements 
Other 
Net loss 

Interest expense increased in 2006 reflecting higher debt balances and slightly higher rates while the increase in 2005 was 
primarily due to higher rates. The impairment charge is f3r FPL FiberNet's metro market assets. See Note 5 - Corporate and 
Other. The merger costs represent costs associated witP the proposed merger between FPL Group and Constellation Energy, 
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which was terminated in October 2006. See Note 2. The state tax benefits are primarily due to FPL Energy's growth 
throughout the United States and, in 2004, include the resolution of other tax issues. In 2006, state tax benefits were partially 
offset by a $7 million deferred tax expense resulting from a modification of the Texas franchise tax enacted in 2006. Interest 
income on a secured third party loan reflects the repayment of the loan in tlhe fourth quarter of 2005. The 2005 gains on sale 
and termination of leveraged lease agreements ($10 million on a pretax biasis) are included in gains (losses) on disposal of 
assets in FPL Group's consolidated statements of income. Other includes 5111 other corporate income and expenses as well as 
other business activities. The decline in 2005 reflects the absence of a pension transition credit that was fully amortized in 
2004. 

Corporate and Other's operating revenues increased in i!006 primarily due to the transfer, effective January I, 2006, of FPL's 
retail gas business to a subsidiary of FPL Group Capital. The increase in operating expenses in 2006 is primarily due to the 
$98 million pretax impairment charge at FPL FiberNet as well as the transfer of FPL's retail gas business. 

Liquidity and Capital Resources 

FPL Group and Its subsidlaries, Including FPL, require funds to support ancl grow their businesses. These funds are used for 
working capital, capital expenditures and investments in or acquisitions (of assets and businesses, to pay maturing debt 
obligations and, from time to time, to redeem outstanding debt and/or repurchase common stock. It is anticipated that these 
requirements will be satisfied through a combination of internally generated funds and the issuance, from time to time, of debt 
and equity securities, consistent with FPL Group's and FPL's objective of maintaining, on a long-term basis, a capital structure 
that will support a strong investment grade credit rating. Credit ratings can affect FPL Group's, FPL's and FPL Group Capital's 
ability to obtain short- and long-term financing, the cost of such financing and the execution of their respective financing 
strategies. 

Cash Flow - The changes in cash and cash equivalents Eire summarized as follows: 

FPL Group FPL 
Years Ended December 31, Years Ended December 31, 

2006 2005 2004 2006 2005 2004 
(millions) 

------- 
Net cash provided by operating activities $ 2,498 $ 1.547 $ 2,650 $ 1,668 $ 1,238 $ 1,948 
Net cash used in investing activities (3,807) (2,165) (1,872) (1,933) (1,816) (1,400) 

923 (682) 273 569 (487) Net cash provided by (used in) financing activities 
305 $ 96 $ 8 $ (9) $ 61 Net increase (decrease) in cash and cash equivalents 

FPL Group's cash flows for the year ended December 31, 2006 benefited from net issuances of debt, the issuance of common 
stock and the recovery from customers of previously incurred fuel and storrri costs at FPL, which were offset by an increase in 
FPL's customer receivables and the return of margin cash deposits and payment of cash collateral to counterparties. The 
funds generated were used to pay for capital expendittires at FPL, additional investments at FPL Energy, common stock 
dividends, storm-related costs at FPL and to carry an increase in fossil fuel inventory. 

FPL Group's cash flows from operating activities for the year ended December 31, 2006 reflect the recovery by FPL of fuel and 
storm costs deferred in prior years as a result of an increase in the fuel clause recovery factor effective January 2006 and the 
implementation of a storm damage surcharge applied to retail customer bills that began in February 2005. The recovery of 
these deferred costs was offset by storm-related paymerlts at FPL, an increase in customer receivables at FPL reflecting the 
higher fuel factor, the return of margin cash deposits and payment of cash c:ollateral to counterparties due to changing energy 
prices and an increase in fossil fuel inventory. The Increase In fossil fuel iniventory is primarily due to the accumulation of oil 
inventory at FPL reflecting the burning of more natural gas due to relatively lower natural gas prices and the addition, at an 
FPL Energy plant, of oil and gas inventory which was Flurchased in connection with the termination of a fuel management 
contract. 

FPL Group's cash flows from investing activities for the year ended December 31, 2006 reflect capital investments of 
approximately $1,763 million by FPL to meet customer demand and ccsts associated with its Storm Secure Plan and 
independent power investments at FPL Energy of approximately $1,701 million, including the purchase of Duane Amold. FPL 
Group's cash flows from investing activities also include zimounts related to the purchase and sale of restricted securities held 
in the nuclear decommissioning funds including the reinvestment of fund eainings and new contributions from FPL Energy, as 
well as other investment activity. FPL suspended nuclear decommissioning fund contributions of approximately $79 million 
annuaily, beginning in September 2005, pursuant to the terms of the 2005 rate agreement. 

During the year ended December 31, 2006, FPL Group generated proceeds of approximately $3.8 billion from financing 
activities, including the issuance of $700 million in FPL finit mortgage bonds, the borrowing of $250 million by FPL under a five- 
year term loan facility, the borrowing of $400 million by FPL Group Capital under three separate two-year term loan facilities, 
the issuance of $600 million in debentures and $700 rnillion in enhanced junior subordinated debentures by FPL Group 
Capital, the issuance of $206 million of limited-recourstr senior secured notes and the borrowing of $600 million under a 
variable rate limited recourse term loan by FPL Energy subsidiaries, appooximately $296 million from the issuance of FPL 
Group common stock related to its 8% Corporate Units and approximately $37 million related to the exercise of stock 

1,399 - -- 
L- 
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options. During the year ended December 31, 2006, FF'L Group paid out approximately $2.4 billion for financing activities, 
including approximately $1 .l billion for maturing FPL Group Capital debentures, approximately $250 million for the repapent 
of FPL Group Capital variable rate term loans, approximately $135 million for maturing senior secured notes of a consolidated 
VIE that leases nuclear fuel to FPL, a net decrease in short-term debt of approximately $62 million ($529 million decrease at 
FPL), approximately $48 million net to cancel approximately 4.2 million of FPL Group's 8% Corporate Units, approximately 
$593 million for the payment of dividends on its common stock and approxiinately $180 million for principal payments on FPL 
Energy debt. In January 2007, an indirect wholly-owned subsidiary of FPL Energy entered into an interest rate swap 
agreement to pay a fixed rate of 5.39% on approximately $547 million of its variable rate limited recourse debt in order to limit 
cash flow exposure. 

FPL Group's cash flows for the year ended December 31, 2005 reflect the benefit of net issuances of debt, the issuance of 
common stock, the receipt of payment of a secured third party loan, this receipt of cash collateral primarily from FPL's 
counterpatties related to energy contracts (margin cash (deposits) and the irecovery from customers of a portion of the 2004 
storm restoration costs at FPL. The funds generated were used to pay for common stock dividends, capital expenditures at 
FPL, additional investments at FPL Energy, FPL storm restoration costs and to fund under-recovered fuel costs at FPL caused 
primarily by higher than anticipated fuel costs. 

FPL Group's cash flows for the year ended December 31, 2004 reflect the use of funds to reduce debt, pay common stock 
dividends, make a secured loan and capital investments iat FPL and FPL Energy, and pay for FPL storm restoration costs, as 
well as the benefit of the issuance of common stock and the sale of a note receivable by an indirect subsidiary of FPL Group. 

The following provides various metrics regarding FPL Group's (including FPL's) and FPL's outstanding debt: 

FPL Group FPL 
December 31, December 31, 

2006 2005 2006 2005 -- 
Weighted-average annual interest rate lo) 
Weighted-average life (years) 
Annual average of floating rate debt to total debt 

''' Caicuiatlons include the effects of interest rate swaps. 

6.1 % 5.9% 5.4% 5.2% 

31 % 35% 33 % 40 % 
13.1 9.3 17.9 15.1 

Contractual Obligations and Planned Capital Expenditures: - FPL Group's coinmitments were as follows: 

Long-term debt, including interest: I.) 
FPL 
FPL Energy 
Corporate and Other 

FPL 
FPL Energy 10) 

Corporate and Other 

FPL I*) 
FPL Energy m 

Purchase obligations: 

Asset retirement activities: Id) 

Total 

2007 2008 2009 - - -- 
$ 227 $ 662 $ 4'19 

764 659 3'1 8 
1,281 810 745 

4,915 3,760 3,050 
2,401 845 6 1 

15 

2010 2011 
(millions) 
-- 
$ 188 $ 188 

305 281 
97 697 

2,810 , 2,565 
60 59 

Thereafter 

$ 7,320 
1,043 
4,077 

6,335 
878 

Total 

$ 9,004 
4,170 
7,707 

23,435 
4,304 

15 

11 571 11,571 . .,. 

1 4,761 4,762 
$ 9,603 $ 6,737 $ 4,593 $ 3,460 $ 3,790 $ 36,785 $ 64,968 
-------- 
---I---- 

( I )  Includes principal, Interest and interest rate swaps. Variable rate interest was computed usin(# December 31, 2006 rates. 
(b) Represents required capacity and minimum payments under long-teim purchased power and fuel contracts, the majorlty of which are recoverable through 

various cost recovery clauses (see Note 16 - Contracts), and projectld capital expenditures lthrough 201 1 to meet. among other things, increased electricity 
usage and customer growth, capital improvements to and maintenance of existing facilities and estimated capital costs associated with FPL's Storm Secure 
Pian. Estimated capital costs associated with FPL's Storm Securfl Pian are subject to change over time based on, among other things, productivity 
enhancements and prioritization. Excludes capltai expenditures of ripproximately $3.4 bniion (approximately $310 million in 2008) for the two ultra super 
critical pulverized coal generating units for the period fmm early 2008 (expcted Siting Board approval) through 201 1. See Note 16 -Commitments. 
Represents firm commitments primarily in connection with the purchase of wind turbines and towers, natural gas transportation, purchase and storage, firm 
transmission service, nuclear fuel for Seabrook and Duane Amoid and a portlon of its piujected capital expenditures, including, in 2007, the pendlng 
acquisition of Point Beach. See Note 16 -Commitments and Contracts, 

(d) Represents expected cash payments adjusted for infiation for estimatld costs to perform assct retirement activities. 
(*) At December 31, 2006, FPL had approximately $2,264 million in restricted ttust funds for the payment of future expenditures to decommission FPL's nudear 

unRs, which are induded in FPL Group's and FPL's nuclear decommiaisioning reserve funds. 
(0 At December31, 2006, FPL Energy's 88.23% portlon of Seabmok'ri and 70% portion of Duane Arnold's restricted trust funds for the payment of future 

expendnuns to decommission Seabrook and Duane Arnold totaled ;approximately $560 million and are included in FPL Group's nuclear decommissioning 
reserve funds. 

Guarantees and Letters of Credit - FPL Group and FPL obtain letters of credit and issue guarantees to facilitate commercial 
transactions with third parties and financings. At December 31, 2006, FPL Group had standby letters of credit of approximately 
$733 million ($171 million for FPL) and approximately $6,719 million notional amount of guarantees ($356 million for FPL), of 
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which approximately $5,562 million ($497 million for FPL) have expirations within the next five years. An aggregate of 
approximately $345 million of the standby letters of credit at December 31, 2006 were issued under FPL's and FPL Group 
Capital's credit facilities. See Available Liquidity below. These letters of credit and guarantees support the buying and selling 
of wholesale energy commodities, debt-related reserves, nuclear activities and other contractual agreements. FPL Group and 
FPL believe it is unlikely that they would incur any liabilities associated with these letters of credit and guarantees. At 
December 31, 2006, FPL Group and FPL did not have ;my liabilities recorded for these letters of credit and guarantees. In 
addition, FPL Group has guaranteed certain payment obligations of FPL Group Capital, including most of its debt, including all 
of its debentures and commercial paper issuances, as well as most of its payment guarantees, and FPL Group Capital has 
guaranteed certain debt and other obligations of FPL Energy and its subsidiaries. See Note 16 - Commitments. 

In addition to the above, FPL Energy has guaranteed certain performiance obligations of a power plant owned by a 
wholly-owned subsidiary as part of a power purchase agreement that expires in 2027. Under this agreement, the subsidiary 
could incur market-based liquidated damages for failure to meet contractual minimum outputs. In addition, certain subsidiaries 
of FPL Energy have contracts that require certain projects to meet annual minimum generation amounts. Failure to meet the 
annual minimum generation amounts would result in the FPL Energy SiJbSidiary becoming liable for specified liquidated 
damages. Based on past performance of these and similar projects and curent forward prices, management believes that the 
exposure associated with these guarantees is not material. 

Available Liquidity - At December 31, 2006, FPL Group's total available net liquidity was approximately $4.8 billion and FPL's 
was approximately $1.9 billion. The components of each company's net (available liquidity at December 31, 2006 were as 
follows. 

Maturity Date 
FPLGrwp FPL FPL Group 

(in millions) 
- FPL- Capital Group FPL Capital 

Bank revolving lines of credit ('I 
Less letters of credit 

Revolving term loan facility 
Less borrowings 

Cash and cash equlvalents 

Net available liquidity 

$ 2.000'b' $ 2,500 $ 4.500(b) November2010 
.I 56 1 89 345 

1,1144 2,311 4.155 
-- 

250 250 
250 250 -- May 2011 

May 2008 

November 2010 

Provide for the issuance of letters of credit up to $4.5 billion and are wailable to support the companies' commemiai paper programs and to provide additional 
liquidity In the event of a loss to the companies' or thalr subsldiaries' qoperatlng facilities (includlng, in the case of FPL, a transmission and distrlbution property 
loss), as well as for general corporate purposes. 

Ibl Excludes $300 mlillon in senior secured revolving credit facilities of gin entky consolldated by FPL under FIN 46(R) (the VIE) that leases nudear fuel to FPL 
whkh credR facllltles are available only to the VIE. 

FPL Group (which guarantees the payment of FPL Group Capital's credit facilities pursuant to a 1998 guarantee agreement) is 
required to maintain a minimum ratio of funded debt to total capitalization under the terms of FPL Group Capital's credit 
facility. FPL is required to maintain a minimum ratio of funded debt to total capitalization under the terms of FPL's credit 
facility. At December 31,2006, each of FPL Group and FPL was in compliance with its respective ratio. 

In addition to the amounts in the table above, FPL Group Capital and FPL have each established an uncommitted credit facility 
with a bank to be used for general corporate purposes. The bank may at its discretion, upon the request of FPL Group Capital 
or FPL, make a short-term loan or loans to FPL Group Capital or FPL in an aggregate amount determined by the bank, which 
is subject to change at any time. The terms of the specific borrowings under the uncommitted credit facilities, including 
maturity, are set at the time borrowing requests are made by FPL Group Capital or FPL. At December 31,2006, there were no 
amounts outstanding for either FPL Group Capital or FPL. under the uncommitted credit facilities. 

During 2006, FPL entered into a $250 million revolving five-year term loan facility, which is included in the table above, and 
FPL Group Capital entered into three separate two-year term loan facilities aggregating $400 million, each of which expire in 
June 2008. Both FPL and FPL Group Capital borrowed ,the full amount under the term loan facilities during the second quarter 
of 2006. During the fourth quarter of 2006, FPL Group Capital repaid two of the three loans totaling $250 million. Under the 
terms of the respective term loan facilities, each of FPL and FPL Group is required to maintain a minimum ratio of funded debt 
to total capitalization. At December 31, 2006, each of FPL and FPL Group was in compliance with its respective 
ratio. Pursuant to its guarantee agreement with FPL Group Capital, FP'L Group guarantees the payment of FPL Group 
Capital's term loans. 

In addition to the bank lines of credit discussed above, the consolidated VIIE that leases nuclear fuel to FPL has established a 
$100 million senior secured revolving credit facility, which expires in June 2009, and a $200 million senior secured revolving 
credit facility, which expires in May 2007. Both credit facilities provide backup support for the VIES commercial paper 
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program. FPL has provided an unconditional guarantee of the payment obligations of the VIE under the credit facilities, which 
is included in the guarantee discussion under Guarantees and Letters of Credit above. At December 31,2006, the VIE had no 
outstanding borrowings under the revolving credit facilities and had ;approximately $221 million of commercial paper 
outstanding. 

Additionally, an indirect wholly-owned subsidiary of FPL Energy has established a $100 million letter of credit facility, which 
expires in 2017 and serves as security for certain obligations under commodity hedge agreements entered into by the 
subsidiary. 

Shelf Registration - In September 2006, FPL Group, FPL Group Capital, FPL and certain affiliated trusts filed a shelf 
registration statement for an unspecified amount of securities with the SEC. The amount of securities issuable by the 
companies is established from time to time by their respective board of directors. As of February 26, 2007, securities that may 
be issued under the registration statement, which becalme effectlve upon filing, include, depending on the registrant, senior 
debt securities, subordinated debt securities, first mortgage bonds, preferred trust securities and guarantees related to certain 
of those securities. As of February 26, 2007, FPL Gro~ip and FPL .Group Capital had $2 billion (issuable by either or both of 
them up to such aggregate amount) of board-authorized available cap;icity, and FPL had $1 billion of board-authorized 
available capacity. 

Covenants - FPL Group's charter does not limit the dividends that may bie paid on its common stock. As a practical matter, 
the ability of FPL Group to pay dividends on its cornmoil stock is dependent upon, among other things, dividends paid to It by 
its subsidiaries. During the first quarter of 2006, FPL G i ~ u p  increased its quarterly dividend on its common stock from $0.355 
to $0.375 per share. In February 2007, FPL Group arlnounced that it would increase its quarterly dividend on its common 
Stock from $0.375 to $0.41 per share. FPL pays dividends to FPL Group in a manner consistent with FPL's long-term targeted 
capital structure. FPL's mortgage contains provisions which, under certain conditions, restrict the payment of dividends to FPL 
Group and the issuance of additional first mortgage bonds. In light of FPl.'s current financial condition and level of earnings, 
management does not expect that planned financing activities or dividends would be affected by these limitations. 

Under the mortgage securing FPL's first mortgage bonds, in some cases, tlhe amount of retained earnings that FPL can use to 
pay cash dividends on its common stock is restricted. The restricted amount may change based on factors set out in the 
mortgage. Other than this restriction on the payment of common stock dividends, the mortgage does not restrict FPL's use of 
retained earnings. As of December 31, 2006, no retained earnings were re:stricted by these provisions of the mortgage. 

FPL may issue first mortgage bonds under its mortgage subject to its meeting an adjusted net earnings test set forth in the 
mortgage, which generally requires adjusted net earnings to be at least twice the annual interest requirements on, or at least 
10% of the aggregate principal amount of, FPL's first mortgage bonds including those to be issued and any other non-junior 
FPL indebtedness. As of December31, 2006, coverage for the 12 months ended December31, 2006 would have been 
approximately 11 times the annual interest requirements and approximately six times the aggregate principal requirements. 
New first mortgage bonds are also limited to an amount equal to the sum of 60% of unfunded property additions after 
adjustments to offset property retirements, the amount of retired first mortgage bonds or qualified lien bonds and the amount of 
cash on deposit with the mortgage trustee. As of December 31, 2006, FPL could have issued in excess of $6.0 billion of 
additional first mortgage bonds based on the unfunded property additions and in excess of $5.5 billion based on retired first 
mortgage bonds. As of December 31,2006, no cash was deposited with the mortgage trustee for these purposes. 

In September 2006, FPL Group and FPL Group Capital executed a replalcement capital covenant (RCC) in connection with 
FPL Group Capital's offering of $350 million principal arnount of Series A Einhanced Junior Subordinated Debentures due 2066 
and $350 million principal amount of Series B Enhanced Junior Subordinated Debentures due 2066 (collectively, enhanced 
junior subordinated debentures). The RCC is for the benefit of persons that buy, hold or sell a specified series of long-term 
indebtedness (covered debt) of FPL Group Capital (other than the enhanced junior subordinated debentures) or, in certain 
cases,' of FPL Group. FPL Group Capital Trust 1's 5 7'18% Preferred Trust Securities have been initially designated as the 
covered debt under the RCC. The RCC provides that FPL Group Capital may redeem, and FPL Group or FPL Group Capital 
may purchase, any enhanced junior subordinated debentures on or before October 1, 2036, only to the extent that the 
redemption or purchase price exceeds a specified amoLint of proceeds frorn the sale of qualifying securities, subjec! to certain 
limitations described in the RCC. Qualifying securities are securities that have equity-like characteristics that are the same as, 
or more equity-like than, the enhanced junior subordinated debentures at the time of redemption or purchase, which are sold 
within 180 days prior to the date of the redemption or repurchase of the enhanced junior subordinated debentures. 

Credit Ratings - Securities of FPL Group and its subsidiaries are currently rated by Moody's Investors Service, Inc. (Moody's), 
Standard & Poor's Ratings Services (S&P) and Fitch IRatings (Fitch). At February 26, 2007, Moody's, S&P and Ftch had 
assigned the following credit ratings to FPL Group, FPL ;and FPL Group Capital: 
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FPL Group: (I) 
Corporate credit rating 

FPL: 
Corporate credit rating 
First mortgage bonds 
Pollution control, solid waste disposal and 

industrial development revenue bonds 
Commercial paper 

FPL Group Capital: @I 
Corporate credit rating 
Debentures 
Junior subordinated debentures 
Commercial paper 

Moody's 

A2 

A I  
Aa3 

Aa 3NM I G-I 
P-I 

N/A 
A2 
A3 
P- 1 

A 
A 

A 
A-I 

A 
A- 

BBB+ 
A-I 

Fitch ('1 - 
A 

A 
AA- 

A+ 
F-I 

A 
A 
A- 
F-I 

1.1 A security rating Is not a mmrnrnendatlon to buy, sell or hdd securitiest and should be evaluatd independently of any other tating. The tatlng Is subject to revision 
or wkhdnwal at any t h e  by the asslgnlng rating organlzatlon. 

(b) The wtlook indlcated by each of Mccdys. S&P and Fitch Is stable. 

FPL Group and its subsidiaries, including FPL, have no credit rating downgrade triggers that would accelerate the maturity 
dates of debt outstanding. A change in ratings is not an event of default IJnder applicable debt instruments, and while there 
gre conditions to drawing on the credit facilities maintained by FPL Group Capital and FPL, the maintenance of a specific 
minimum level of credit rating is not a condition to drawing upon those credit facilities. However, commitment fees and interest 
rates on loans under the credit facilities agreements are tied to credit ratings and increase or decrease when ratings 
change. A ratings downgrade also could reduce the accessibility and increase the cost of commercial paper issuances and 
additional or replacement credit facilities, and could result in the requirement that FPL Group subsidiaries, including FPL, post 
collateral under certain power purchase and other agreements. FPL Group subsidiaries, including FPL, may be required to 
post collateral in excess of collateral threshold amounts when FPL Group's exposure to the counterparty under the applicable 
trading agreement exceeds such threshold. 

Other - FPL was impacted by four hurricanes in 2005 and three hurricanes in 2004, which caused major damage in parts of 
FPL's service territory. Storm restoration costs incurred by FPL during 2005 and 2004 exceeded the amount in the storm and 
property insurance reserve. At December 31, 2006, FPL's storm reserve deficiency totaled approximately $868 million. In 
May 2006, the FPSC approved the issuance of up to $708 million of bonds pursuant to the securitization provisions of Section 
366.8260 of the Florida Statutes for the net-of-tax recovery by FPL of 'the estimated storm reserve deficiency, including 
interest, and for a storm and property insurance reservo of $200 million. The unrecovered 2004 storm restoration costs are 
being recovered through a previously approved storm damage surcharge applied to retail customer bills since February 
2005. Once the bonds are issued, a surcharge to retail customers will be used for repayment of the outstanding bonds. FPL 
is working with the FPSC staff and its financial advisors to complete the issuance of the bonds. See Note I - Storm Reserve 
Deficiency. 

In January 2006, FPL introduced an initiative to enhanc~s its electrical grid as a result of heightened hurricane activity and in 
response to concerns express by the community, state laiaders and regulators. The estimated capital expenditures associated 
with this initiative, as well as the FPSC's approved storm preparedness plan (collectively, Storm Secure Plan) for 2007 through 
201 1 are included in FPL's projected capital expenditures under Contractual Obligations and Planned Capital Expenditures 
above, and are subject to change over time based on, among other things, productivity enhancements and prioritization. See 
Note 16 - Commitments. See also Results of Operatioris - FPL for furtheir discussion regarding the impact of Storm Secure 
Pian costs on O&M expenses. 

. 

In February 2005, FPL Group's board of directors approved a two-for-one stock split of FPL Group's common stock effective 
March 15, 2005 (2005 stock split). FPL Group's authorized common stock increased from 400 million to 800 million 
shares. Also in February 2005, FPL Group's board of directors authorized a new common stock repurchase plan of up to 20 
million shares of common stock (after giving effect to the! 2005 stock split) over an unspecified period, which plan was ratified 
and confirmed by the board of directors in December 2005, and terminated a previous common stock repurchase plan. At 
December 31,2006, no shares had been repurchased under the repurchase! plan. 

In June 2005, a wholly-owned subsidiary of FPL Group completed the acquisition of Gexa Corp., a retail electric provider in 
Texas. Each share of Gexa Corp.'s outstanding commoin stock was converted into 0.1682 of a share of FPL Group common 
stock. Assuming the exercise of Gexa Corp.'s options and warrants net of cash to be received upon exercise, the aggregate 
value of the consideration for the acquisition of Gexa Corp. was approxim,ately $73 million, payable in shares of FPL Group 
common stock. 

New Accounting Rules and Interpretations 

Accounting for Uncertainty in h o m e  Taxes - In June 2306, the FASB issued FIN 48, "Accounting for Uncertainty in Income 
Taxes - an Interpretation of FASB Statement No. 169." See Note 6. 
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Accounting for Planned Major Maintenance Activities - 111 September 2006, the FASB issued FSP AUG AIR-1, "Accounting for 
Planned Major Maintenance Activities." See Note 1 - Major Maintenance Costs. 

Fair Value Measurements - In September 2006, the FPSB issued FAS 1!57, "Fair Value Measurements." See Note 1 - Fair 
Value Measurements. 

Accounting for Pensions and Other Postretirement Plans - In September 2006, the FASB issued FAS 158, "Employers' 
Accounting for Defined Benefit Pension and Other Postretirement Plans." See Note 3. 

The Fair Value Option for Financial Assets and Financial Liabilities - In February 2007, the FASB issued FAS 159, "The Fair 
Value Option for Financial Assets and Financial LiabilRies." See Note 1 .- The Fair Value Option for Financial Assets and 
Financial Liabilities. 

Critical Accounting Policies and Estimates 

The preparation of financial statements and related disclosures in conforrmity with generally accepted accounting principles 
requires management to exercise judgment and make estimates and assumptions where amounts are not subject to precise 
measurement or are dependent on future events. 

' 

Critical accounting policies and estimates, which are important to the portrayal of both FPL Group's and FPL's financial 
condition and resuits of operations and which require complex, subjective judgments are as follows: 

Accounting for Derivatives and Hedging Activities - FPL. Group and FPL use derivative instruments (primarily swaps, options 
and forwards) to manage the commodity price risk inherent in the purchascs and sale of fuel and electricity, as well as interest 
rate risk associated with long-term debt. In addition, FPL Group uses derivatives to optimize the value of power generation 
assets. Accounting pronouncements, which require the use of fair value ,accounting if certain conditions are met, apply not 
only to traditional financial derivative instruments, but to any contract having the accounting characteristics of a derivative. 

Derivative instruments, when required to be marked to market under FAS 133, as amended, are recorded on the balance 
sheet at fair value. Fair values for some of the longer-term contracts where liquid markets are not available are based on 
internally developed models based on the forward prices for electricity and fuel. Forward prices represent the price at which a 
buyer or seller could contract today to purchase or sell ti commodity at a future date. In general, the models estimate the fair 
value of a contract by calculating the present value of the difference between the contract price and the forward prices. The 
near term forward market for electricity is generally liquid and therefore the prices in the early years of the forward curves 
reflect observable market quotes. However, in the later years, the market is much less liquid and forward price curves must be 
developed using factors Including the forward prices far the commodities used as fuel to generate electricity, the expected 
system heat rate (which measures the efficiency of power plants in converting fuel to electricity) in the region where the 
purchase or sale takes place, and a fundamental forecast of expected spot prices based on modeled supply and demand in 
the region. The assumptions in these models are critical since any changes therein could have a significant Impact on the fair 
value of the contract. Substantially all changes in the fair value of derivatives held by FPL are deferred as a regulatory asset 
or liability until the contracts are settled. Upon settlement, any gains or losses will be passed through the fuel and capacity 
clauses. In FPL Group's non-rate regulated operations, predominantly FPL Energy, changes in derivative fair values are 
recognized in current earnings, unless the criteria for hedge accounting are met and the company elects to account for the 
derivative as a hedge. For those transactions accounted for as cash flow hedges, much of the effects of changes in fair value 
are reflected in other comprehensive income (OCI), a component of common shareholders' equity, rather than being 
recognized in current earnings. For those transactions accounted for as fair value hedges, the effects of changes in fair value 
are reflected in current earnings offset by changes in the fair value of the item being hedged. 

Since FAS 133 became effective in 2001, the FASB has discussed and from time to time issued implementation guidance 
related to FAS 133. In particular, much of the interpretive guidance affects when certain contracts for the purchase and sale of 
power and certain fuel supply contracts can be excluded from the provisions of FAS 133. Despite the large volume of 
implementation guidance, FAS 133 and the supplemental guidance does not provide specific guidance on all contract 
issues. As a result, significant judgment must be used in applying FAS 133 and its interpretations. The interpretation of FAS 
133 continues to evolve. A result of changes in interpretation could be that contracts that currently are excluded from the 
provisions of FAS 133 would have to be recorded on the balance sheet at fair value, with changes in fair value recorded in the 
income statement. 

Certain economic hedging transactions at FPL Energy do not meet the requirements for hedge accounting 
treatment. Changes in the fair value of those transactions are marked to market and reported in the income statement, often 
resulting in earnings volatility. These changes in fair value are captured in the non-qualifying hedge category in computing 
adjusted earnings. This could be significant to FPL Energy's results because often the economic offset to the positions which 
are required to be marked to market (such as the physical assets from which power is generated) are not marked to 
market. As a consequence, net income reflects only tho movement in one' part of economically linked transactions. Because 
of this, FPL Group's management views results expressed excluding the unrealized mark-to-market impact of the non- 
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qualifying hedges as a meaningful measure of current period performanc:e. For additional information regarding derivative 
instruments, see Note 4 and also see Management's Disoussion - Energy Marketing and Trading and Market Risk Sensitivity. 

Accounting for Pensions and Other Postretirement Benefits - FPL Group sponsors a qualified noncontributory defined benefit 
pension plan for substantially ail employees of FPL Group and its subsidiaries. FPL Group also has a supplemental executive 
retirement plan which includes a non-qualified supplemisntal defined pension benefit component that provides beneffis to a 
select group of management and highly compensated employees. In addition to pension benefits, FPL Group sponsors a 
contributory postretirement plan for health care and life insurance benefits l(other benefits plan) for retirees of FPL Group and 
its subsidiaries meeting certain eligibility requirements. The qualified pension plan has a fully funded trust dedicated to 
providing the benefits under the plan. The other beneiits plan has a paitially funded trust dedicated to providing benefits 
related to life insurance. FPL Group allocates net periodic benefit income or cost associated with the pension and other 
benefits plans to its subsidiaries annually using specific Criteria. 

Effective December 31, 2006, FPL Group adopted the recognition and disclosure provisions of FAS 158, which requires the 
reporting of previously unrecognized actuarial gains and losses, prlor service costs or credits and transition assets or 
obligations on the balance sheet as part of accumulated other comprehensive income. Since FPL Group is the plan sponsor, 
and the subsidiaries do not have separate rights to the! plan assets or direct obligations to their employees, the results of 
implementing the recognition and disclosure provisions; of FAS 158 are reflected at FPL Group and not allocated to its 
subsidiaries. The portion of previously unrecognized actuarial gains and Losses, prior service costs or credits and transition 
assets or obligations that are estimated to be allocablB to FPL as net periodic benefit (income) cost in future periods is 
classified as regulatory assets and liabilities at FPL Group in accordance with regulatory treatment as required by FAS 71, 
"Accounting for the Effects of Certain Types of Regulation." FAS 158 also requires FPL Group to measure plan assets and 
nabilities as of its year end, rather than as of September 30, no later than Dttcember 31,2008. 

FPL Group's pension income net of the cost of the other benefits plan was approximately $65 million, $52 million and $81 
million for the years ended December 31, 2006, 2005 and 2004, respectively. The corresponding amounts allocated to FPL 
were $52 million, $39 million and $62 million, respectively. Pension income and the cost of the other benefts plan are included 
in O&M expenses, and are calculated using a number of actuarial assumptions. Those assumptions include an expected long- 
term rate of retum on qualified plan assets of 7.75% for sill years, assumed increases in future compensation levels of 4.0% for 
all years, and a weighted-average discount rate of 5.50%1 for all years. Based on current health care costs (as related to other 
benefits), the projected 2007 trend assumption used to rrieasure the expected cost of health care benefits covered by the plans 
for all age groups are 8.0% for medical benefits and 10.0% for prescription drug benefits. These rates are assumed to 
decrease over the next ten years to the ultimate trend rate of 5.0% and remain at that level thereafter. The ultimate trend rate 
is assumed to be reached in 2013 for medical costs and 2017 for prescription drug costs. In developing these assumptions, 
FPL Group evaluated input from its actuaries, as well as information available in the marketplace. For the expected long-term 
rate of return on fund assets, FPL Group considered 10-year and 20-year historical median returns for a portfolio with an 
equitylbond asset mix similar to its funds. FPL Group silso considered its funds' historical compounded returns. FPL Group 
believes that 7.75% is a reasonable long-term rate of return on its plans' assets. FPL Group will continue to evaluate all of its 
actuarial assumptions, including its expected rate of return, at least annually, and will adjust them as necessary. 

FPL Group bases its determination of penslon and other benefits plan expense or income on a market-related valuation of 
assets, which reduces year-to-year volatility. This market-related valuation recognizes investment gains or losses over a five- 
year period from the year in which they occur. Investment gains or losses for this purpose are the difference between the 
expected retum calculated using the market-related value of assets and the actual return realized on those assets. Since the 
market-related value of assets recognizes gains or losses over a five-year period, the future value of assets will be affected as 
previously deferred gains or losses are recognized. SLich gains and losses together with other differences between actual 
results and the estimates used in the actuarial valuations are deferred ;and recognized in determining pension and other 
benefits plan expense and income only when they exceed 10% of the greater of projected benefit obligations or the market- 
related value of assets. 

Lowering the expected long-term rate of return on plan assets by 0.5% (from 7.75% to 7.25%) would have reduced FPL 
Group's net income for 2006 by approximately $14 million ($1 1 million foir FPL). Lowering the discount rate assumption by 
0.5% would have decreased FPL Group's net income for 2006 by approximately $5 million ($4 million for FPL). Raising the 
salary increase assumption by 0.5% would have decreased FPL Group's net income for 2006 by approximately $2 million ($2 
million for FPL). Assumed health care cost trend rates cian have a significant effect on the amounts reported for postretirement 
plans providing health care benefits. However, this affect is somewhat mitigated by the retiree cost sharing structure 
incorporated in FPL Group's other benefits plan. Increasing the assumed health care cost trend rates by 1% would have 
reduced FPL Group's net income for 2006 by approximately $1 million. 

The fair value of plan assets has increased from $3.1 billion at September 30, 2005 to $3.2 billion at September 30, 2006 for 
the pension plan and decreased from $49 million at September 30, 2005 to $48 million at September 30, 2006 for the other 
benefits plan. Management believes that, based on the actuarial assumptions and the well funded status of the pension plan, 
FPL Group will not be required to make any cash contributions to the qualified pension plan in the near future. In December 
2006, $26 million was transferred from the qualified pension plan as reimbursement for eligible retiree medical expenses paid 
by FPL Group during the year pursuant to the provisions of the Internal Revenue Code. FPL Group anticipates paying 
approximately $29 million for eligible retiree medical expenses on behalf of the other benefits plan during 2007 with 
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substantially all of that amount being reimbursed through a transfer of assets from the qualified pension plan pursuant to the 
provisions of the Internal Revenue Code. See Note 3. 

Carrying Value of Long-Lived Assets - FPL Group evaluates on an ongoing basis the recoverability of its assets for impairment 
whenever events or changes in circumstances indicate that the carrying amount may not be recoverable as described in 
FAS 144, "Accounting for the Impairment or Disposal of Long-Lived Assets.'' 

Under that standard, an impairment loss is required to be recognized if the carrying value of the asset exceeds the 
undiscounted future net cash flows associated with that asset. The impainnent loss to be recognized is the amount by which 
the carrying value of the' long-lived asset exceeds the asset's fair value. In most instances, the fair value is determined by 
discounting estimated future cash flows using an appropriate interest rate. 

The amount of future net cash flows, the timing of the cash flows and the determination of an appropriate interest rate all 
involve estimates and judgments about future events. In particular, the aggregate amount of cash flows determines whether 
an impairment exists, and the timing of the cash flows is critical in determining fair value. Because each assessment is based 
on the facts and circumstances associated with each long-lived asset, the effects of changes in assumptions cannot be 
generalized. 

In 2006, FPL FiberNet performed an impairment analysis and concluded that an impairment charge related to its metro market 
assets was necessary. The critical assumptions and estimates used in the analysis include revenue additions, projected capital 
expenditures and a discount rate. A 10% increase in the revenue growth rate or a 10% decrease in projected capital 
expenditures would have resulted in no impairment, whlle a 10% decrease in the revenue growth rate or a 10% increase in 
projected capital expenditures would increase the impairment charge by less than $5 million. An increase or decrease of 1 YO in 
the discount rate would have a corresponding change to the impairment charge of approximately $3 million. See Note 5 - 
Corporate and Other. 

Nuclear Decommissioning and Fossil Dismantlement - FPL Group and FPL each account for asset retirement obligations and 
conditional asset retirement obligations under FAS 143, "Accounting for Asset Retirement Obligations" and FIN 47, 
"Accounting for Conditional Asset Retirement Obligations." FAS 143 and FIN 47 require that a liability for the fair value of an 
asset retirement obligation (ARO) be recognized in the period in which it is incurred with the offsetting associated asset 
retirement costs capitalized as part of the carrying amouiit of the long-lived assets. See Note 1 - Decommissioning of Nuclear 
Plants, Dismantlement of Plants and Other Accrued Assot Removal Costs and Note 15. 

For ratemaking purposes, FPL accrues and funds for nuclear plant deconimissioning costs over the expected service life of 
each unit based on studies that are filed with the FPSC at least every five years. The most recent studies, filed in 2005, 
indicate that FPL's portion of the future cost of decomniissioning its four riuclear units, including spent fuel storage, is $10.9 
billion, or $2.1 billion in 2006 dollars. The studies reflect, among other things, the 20-year license extensions of FPL's nuclear 
units and support the suspension, effective September 2005, of the $79 million annual decommissioning accrual. At 
December 31, 2006, $2,541 million was accrued for nLiclear decommisskning, of which $1,540 million was recorded as an 
ARO, $55 million was recorded as a capitalized net asset related to the ARO, $864 million was recorded as a regulatory 
liability and $192 million was included in accrued assist removal costs (e regulatory liability) on the consolidated balance 
sheets. 

FPL accrues the cost of dismantling its fossil p!ants over the expected service life of each unlt based on studies filed with the 
FPSC at least every four years. Unlike nuclear decommissioning, fossil dismantlement costs are not funded. The most recent 
studies, which became effective January 1, 2003, indicated that FPL's portion of the ultimate cost to dismantle its fossil units is 
$668 million. The majority of the dismantlement costs are not considered AROs. At December 31, 2006, $308 million was 
accrued for fossil dismantlement costs, of which $30 million was recorded as an ARO, $5 million was recorded as a capitalized 
net asset related to the ARO, $4 million was recorded as a regulatory liabillity and $279 million was included in accrued asset 
removal costs (a regulatory liability) on the consolidated balance sheets. 

FPL Energy records a liability for the present value of iis expected decommissioning costs in accordance with FAS 143 and 
FIN 47. The nuclear decommissioning liability represenis the fair value of FPL Energy's ultimate decommissioning liability for 
Seabrook and Duane Arnold. The fair value of the ultimate decommissioning liability as of December 31, 2006 was 
determined using various internal and external data. FFL Energy's portion of the ultimate cost of decomrnissionlng Seabrook 
and Duane Arnold, including costs associated with spent fuel storage, is approximately $4.3 billion, or $725 million expressed 
in 2006 dollars. The liability is being accreted using the interest methocl through the date decommissioning activities are 
expected to be complete. At December 31, 2006, the ARO for Seabrook's and Duane Arnold's nuclear decommissioning 
totaled approximately $21 3 million. 

The calculation of the future cost of retiring long-lived assets, including riuclear decommissioning and fossil dismantlement 
costs, involves estimating the amount and timing of futurs expenditures and making judgments concerning whether or not such 
costs are considered a legal obligation under FAS 143 and FIN 47. Estim,ating the amount and timing of future expenditures 
includes, among other things, making projections of whlsn assets will be retired and how costs will escalate with inflation. In 
addition, FPL Group and FPL also make interest rate and rate of return projections on their investments in determining 
recommended funding requirements for nuclear decornrnissioning costs. F'eriodically, FPL Group and FPL will be required to 
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update these estimates and projections which can affect the annual expensa amounts recognized, the liabilities recorded and 
the annual funding requirements for nuclear decommissioning costs. For example, an increase of 0.25% in the assumed 
escalation rates would increase FPL Group's and FPL's ARO as of December 31, 2006 by $180 million and $158 million, 
respectively. 

Regulatory Accounting - FPL follows the accounting practices set forth in FAS 71, "Accounting for the Effects of Certain Types 
of Regulation." FAS 71 indicates that regulators can create assets and imlmse liabilities that would not be recorded by non- 
rate regulated entities. Regulatory assets and liabilities represent probablle future revenues that will be recovered from or 
refunded to customers through the ratemaking process. If FPL were no longer subject to cost-based rate regulation, the 
existing regulatory assets and liabilities would be written off unless regulators specify an alternative means of recovery or 
refund. In addition, the FPSC has the authority to disallow recovery of costs that it considers excessive or imprudently 
incurred, Such costs may include, among others, O&M expenses, the mjt of replacing power lost when fossil and nuclear 
units are unavailable, storm restoration costs and costs associated with thle construction or acquisition of new facilities. The 
continued applicability of FAS 71 is assessed at each repDrting period. 

Effective December 31, 2006, FPL Group adopted the recognition and disclosure provisions of FAS 158, which requires 
reporting of previously unrecognized actuarial gains and losses, prior service costs or credits and transition assets or 
obligations related to pension and other post retirement benefits gross on the balance sheet. The portion of previously 
unrecognized actuarial gains and losses, prior service co.sts or credits and transition assets or obligations that are estimated to 
be allocable to FPL as net periodic benefit (income) cost in future periods is classified as regulatory assets and liabilities on 
FPL Group's 2006 consolidated balance sheet in accordance with regulator)i treatment as required by FAS 71. See Note 3. 

: FPL Group's and FPL's regulatory assets and liabilities are as follows: 

FPL Group FPL 
December 31, December 31, 

2006 2005 2006 2005 ---- 
Regulatory assets: 

Current: 
Deferred clause and franchise expenses 
Storm reserve deficiency 
Derivatives 
Other 

Noncurrent: 
Storm reserve deficiency 
Deferred clause expenses 
Unamortized loss on reacquired debt 
Other 

Current: 
Regulatory liabilities: 

Deferred clause and franchise revenues 
Derivatives 
Pension 

Noncurrent: 
Accrued asset removal costs 
Asset retirement obligation regulatory expense difference 
Pension 
Other 

(millions) 

$ 167 $ 795 
$ 106 $ 156 
$ 921 $ - 
$ 3 $ 7  

$ 762 $ 957 

$ 39 $ 42 
$ 80 $ 37 

$ - $ 307 

$ 37 $ 32 
$ - $ 757 
$ 1 7 $  - 
$ 2,044 $ 2,033 
$ 868 $ 786 

$ 209 $ 256 
8 531 $ - 

$ 167 
$ 106 
$ 921 
$ -  

$ 762 
$ -  
$ 39 
$ 37 

$ 37 
$ -  
$ -  

$ 2,044 
$ 868 
$ -  
$ 209 

$ 795 
$ 156 
$ -  
$ 7  

$ 957 
$ 307 
$ 42 
$ 37 

$ 32 
$ 757 
$ -  

$ 2,033 
$ 786 
$ -  
$ 256 

See Note 1 for a discussion of FPL Group's and FPL's ot8?er significant accciunting policies. 

Energy Marketing and Trading and Market Risk Sensltlvity 

Energy Marketing and Trading - Certain of FPL Group's subsidiaries, including FPL and FPL Energy, use derivative 
instruments (primarily swaps, options and forwards) to manage the commodity price risk inherent in the purchase and sale of 
fuel and electricity, as well as to optimize the value of power generation asssets. FPL Energy provides full energy and capacity 
requirements services to distribution utilities in certain markets and engages in energy trading activities to take advantage of 
expected future favorable price movements. 

Derivative instruments, when required to be marked to market under FAS 1.33, as amended, are recorded on FPL Group's and 
FPL's consolidated balance sheets as either an asset or liability measurecl at fair value. At FPL, substantially all changes in 
fair value are deferred as a regulatory asset or liability urltil the contracts ar63 settled. Upon settlement, any gains or IOSSeS are 
passed through the fuel clause or the capacity clause. For FPL Group's non-rate regulated operations, predominantly FPL 
Energy, essentially all changes in the derivatives' fair value for power purchases and sales and trading activities are 
recognized on a net basis in operating revenues; fuel plJrchases and sale!; are recognized net in fuel, purchased power and 
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interchange expense; and the equity method investees' related activity is recognized in equity in earnings of equity method 
investees in FPL Group's consolidated statements of inmme unless hedge accounting is applied. See Note 4. 

The changes in the fair value of FPL Group's consolidattrd subsidiaries' energy contract derivative instruments were as follows: 

Hedges on Owned Assets 
FPLCost FPL 

Non- Recovery Group 
Trading Qualifying OCI Clauses Total 

(millions) 

Fair value of contracts outstanding at December 31,2004 $ 4 $ (10) S (10s) S (9) $ (124) 
(9) 88 . (617) (540) 
38 38 

Reclassification to realked at settlement of Contracts 
Acquisltion of Gexa contracts 
Effective portion of changes in Fair value recorded In OCI - (353) - (353) 

(33 ) 
1,383 1,222 

Ineffective portion of changes In fair value recorded in earnings (33 ) 
Changes in fair value excluding reciasslflcatlon to reaiked 1 (162) - 
Redassilication to reailzed at settlement of contracts 26 107 325 514 
Effectlve portion of changer, in fair value recorded in OCI - 261 281 
ineffective portion of changes in fair value recorded in earnings 31 31 
Changes in fair veiue excluding redasrtfication to reaihed (23) 46 
Fair value of contracts outstanding at December 31,2006 5 8 
Net option premium payments (receipts) 

(3 ) 

Fair value of contracts outstanding at Decemter 31,2005 2 (176) (3:;) 757 21 0 

(2 
- (2,003) (1,SEO) 

(921 1 
(56) 145 2)18--- 

U L  
Total mark-to-market energy contract net assets (liabilities) at 

24 $ (56) $ (776) S (804) December 31,2006 

FPL Group's total mark-to-market energy contract net assets (liabilities) at December 31,2006 shown above are included in the 
consolidated balance sheets as follows: 

Derivative assets 
Other assets 
Other current liabilities 
Other liabilities 
FPL Group's total mark-tomarket energy contract net assets (iiabiiities) 

December 31, 
2006 

(mlliions) 

$ 371 
73 

(1.141) 
(107) 

0 (804) 

The sources of fair value estimates and maturity of energy contract derivative instruments at December 31,2006 were as follows: 

Maturlty 
2007 2008 2009 2010 2011 Thereafter Total 

(millions) 
- - - - - - - -  

Trading: 
Actively quoted (Le., exchange traded) prices 
Prices provided by other external sources 
Modeled 
Total 

Actlvely quoted (Le., exchange traded) prices 
Prices provided by other external sources 
Modeled 
Total 

Actively quoted (Le., exchange traded) prices 
Prices provided by other external sources 
Modeled 
Total 

Owned Assets - FPL Cost Recovery Clauses: 
Actively quoted (Le., exchange tnded) prices 
Prices provlded by other external sources 
Modeled 
Total 

Owned Assets - Non-Quaiifying: 

Owned Assets - OCI: 

Total sources of fair value 

$ -  $ -  

Market Risk Sensitivity - Financial instruments and positions affecting the firtancial statements of FPL Group and FPL described 
below are held primarily for purposes other than trading. Market risk is measured as the potential loss In fair value resulting from 
hypothetical reasonably possible changes in commodity ptices, interest rates or equity prices over the next year. Management has 
established risk management policies to monitor and mariage market risks. 'Mth respect to commodities, FPL Group's Exposure 
Management Committee (EMC), which is comprised of certain members of senior management, is responsible for the overall 
approval of market risk management policies and the delegation of approval and authorization levels. The EMC receives periodic 
updates on market positions and related exposures, credit exposures and overall risk management activities. 
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FPL Group and its subsidiaries are also exposed to credit risk through their eniergy marketing and trading Operations. Credit risk is 
the risk that a financial loss will be incurred if a counterpzstty to a transactio11 does not fulfill its financial obligation. FPL Group 
manages counterpatty credit risk for its subsidiaries with (energy marketing and trading operations through established policies, 
including counterparty credit limits, and in some cases credit enhancements, such as cash prepayments, letters of credit, cash and 
other collateral and guarantees. Credn risk is also managed through the use of master netting agreements. FPL Group's credit 
department monitors current and forward credit exposure to counterparties and their affiliates, both on an individual and an 
aggregate basis. 

Commodity price risk - FPL Group uses a value-at-risk (VaR) model to measure market risk in its trading and mark-to-market 
portfolios. The VaR is the estimated nominal loss of market value based on a one-day holding period at a 95% confidence 
level using historical simulation methodology. As of December 31,2006 and 2005, the VaR figures are as follows: 

Non-Qualifylng Hedges 
arid Hedges In OCI and 

Trading FPL Cost Recovery Clauses I.) Total 
FPL FPL FPL FPL FPL FPL 

FPL Energy Group FPL Energy Group FPL Energy Group ' - 
(mllllons) 

December 31,2005 
December 31,2006 

S - S 1 J 1 S 114 S 30 $ 80 $ 114 $ 39 S 80 
5 - S 2 S  2 5 8 1 3 S 5 ? S 5 4 S 0 9 $ 6 0 $  56 

Average for the period ended 
I December 31.2006 S - 0 2 S 2 J 113 S 47 S 00 S 113 S 40 S 00 

(4 Nonqualifylng hedges am employed to reduce the market risk exposure to physical assets or contracts which are not marked to market. The VaR flgures for 
the nonquallfylng hedges and hedges In OCI and FPL coot recovery clauses category do not represent the economlc exposure to commodity price movements. 

Interest rate risk - FPL Group and FPL are exposed to risk resulting from changes in interest rates as a result of their 
respective issuances of debt, investments in nuclear decommissioning reseirve funds and interest rate swaps. FPL Group and 
FPL manage their respective interest rate exposure by monitoring current interest rates, entering into interest rate swaps and 
adjusting their variable rate debt in relation to total capitalization. 

The following are estimates of the fair value of FPL Group's and FPL's financial instruments: 

December 31,2006 December 31,2005 
Carrying Estimated Carrying Estimated 

FPL Group: 
Long-term debt, including current maturities 
Fixed income securities: 

Nuclear decommissioning reserve funds 
Other investments 

Interest rate swaps -net unrealized gain (loss) 

Long-term debt, including current maturities 
Fixed income securities: 

Nuclear decommissioning reserve funds 

(4 Based on market p h s  pmvlded by external sources. 
(b) Based on quoted market prices for these or similar Issues. 

Based on market prices modeled Internally. 

FPL: 

-. Amount Fair Value Amount Fair Value 
(millions) 

$ 11,236' $ 11,314'4 $ 9,443 $ 9,540''' 

$ 1,430 $ 1.430m) $ 1,290 $ 1,290m) 

$ 61 $ 6") $ (9) $ (9)'') 
$ 93 $ 93@) $ 80 $ 80*) 

$ 4,214 $ 4,208"' $ 3,406 $ 3,416'" 

$ 1,2358 $ 1,235'" $ 1,151 $ 1,151'" 

The nuclear decommissioning reserve funds of FPL Group consist of restricted funds set aside to cover the cost of 
decommissioning of FPL Group's and FPL's nuclear power plants. A portion of these funds is invested in fixed income debt 
securities carried at their market value. At FPL, adjustments to market value result in a corresponding adjustment to the 
related liability accounts based on current regulatory treatment. The malrket value adjustments of FPL Group's non-rate 
regulated operations result in a corresponding adjustment to OCI. See Note I O .  
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FPL Group and its subsidiaries use a combination of fixed rate aind variable rate debt to manage interest rate 
exposure. Interest rate swaps are used to adjust and mitigate interest rate exposure when deemed appropriate based upon 
market conditions or when required by financing agreements. At December 31, 2006, the estimated fair value for FPL Group 
interest rate swaps was as follows: 

Notional Effective 
Amount Date 
(millions) 

Maturity 
Date- 

Fair value hedges - FPL Group Capital: 
$ 300 November 2004 February 2007 
$ 275 December 2004 February 2007 

Total fair value hedges 
Cash flow hedges - FPL Energy: 

$ 87 August 2002 
$ 172 August 2003 
$ 5  February 2005 
$ 78 December 2003 
$ 26 April 2004 
$ 234 December 2005 

Total cash flow hedges 
Total interest rate hedges 

December 2007 
November 2007 
June 2008 
December 2017 
December 2017 
November 2019 

(a) Three-month LIBOR plus 0.50577% 
(b) Three-month LIBOR plus 0.4025% 
IC) Three-month LIBOR 

Rate 
Paid -- 

4.410% 
3.557% 
4.255% 
4.245% 
3.845% 
4.905% 

Rate Estimated 
Received Fair Value 

(millions) 

4.086% 
4.086% 

variable(" 
variable@] 
variable(O) 
va ria blel" 
va ria blel-) 
varia bleln) 

Based upon a hypothetical 10% decrease in interest rates, which is a reasonable near-term market change, the net fair value 
of FPL Group's net liabilities would increase by approximately $390 million ($200 million for FPL) at December 31,2006. 

Equity price risk - Included in the nuclear decommissionlng reserve funds of FPL Group are marketable equity securities 
carried at their market value of approximately $1,395 niillion and $1 ,i 13 million ($1,029 million and $933 million for FPL) at 
December 31,2006 and 2005, respectively. A hypothetical 10% decrease in the prices quoted by stock exchanges, which is a 
reasonable near-term market change, would result in a $139 million ($103 million for FPL) reduction in fair value and 
corresponding adjustments to the related liability accounts based on current regulatory treatment for FPL, or adjustments to 
OCI for FPL Group's non-rate regulated operations, at December 31,2006. 

Credit risk - For all derivative and contractual transactions, FPL Group's energy marketing and trading operations, which 
includes FPL's energy marketing and trading division, are exposed to losses in the event of nonperformance by counterparties 
to these transactions. Relevant considerations when assessing FPL Group's energy marketing and trading operations' credit 
risk exposure include: 

Operations are primarily concentrated in the energy industry. 

Trade receivables and other financial instruments are predominately with energy, utility and financial services related 
companies, as well as municipalities, cooperatives and other trading ccimpanies in the United States. 

Overall credit risk is managed through established credit policies. 

Prospective and existing customers are reviewed for creditworthiness based upon established standards, with customers 
not meeting minimum standards providing various credit enhancements or secured payment terms, such as letters of 
credit or the posting of cash collateral. 

The use of master netting agreements to offset cash and non-cash gains and losses arising from derivative instruments 
with the same counterparty. FPL Group's policy is to have master netting agreements in place with significant 
counterparties. 

Based on FPL Group's policies and risk exposures related to credit, FPL Group and FPL do not anticipate a material adverse 
effect on their financial positions as a result of counterparty nonperformance. As of December 31, 2006, approximately 97% of 
FPL Group's and 100% of FPL's energy marketing and irading counterparty credit risk exposure Is associated with companies 
that have investment grade credit ratings. 

Item 7A. Quantitative and Qualitatlve Disclosures About Market Rlsk 

See Management's Discussion - Energy Marketing and 'Trading and Market Risk Sensitivity - Market Risk Sensitivity. 
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Item 8. Financlal Statements and Supplementary Data 

MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

FPL Group, Inc.'s (FPL Group) and Florida Power & Light Company's (FPL) management are responsible for establishing and 
maintaining adequate internal control over financial reporting as defined in Rules 13a-I5(f) and 15d-I5(f) under the Securities 
Exchange Act of 1934. The consolidated financial statements, which in part are based on informed judgments and estimates 
made by management, have been prepared in conformity with generailly accepted accounting principles applied on a 
consistent basis. 

To aid in carrying out this responsibility, we, along wit? all other members of management, maintain a system of internal 
accounting control which is established after weighing the cost of such controls against the benefits derived. In the opinion of 
management, the overall system of internal accounting control provides reasonable assurance that the assets of FPL Group 
and its subsidiaries are safeguarded and that transactions are executed in accordance with management's authorization and 
are properly recorded for the preparation of financial statements. In addition, management believes the overall system of 
internal accounting control provides reasonable assurance that material errim or irregularities would be prevented or detected , 

on a timely basis by employees in the normal course of 1:heir duties. Any system of internal accounting control, no matter how 
well designed, has inherent limitations, including the possibility that controls can be circumvented or overridden and 
misstatements due to error or fraud may occur and not be detected. Also, because of changes in conditions, internal control 
effectiveness may vary over time. Accordingly, even ian effective systern of internal control will provide only reasonable 
assurance with respect to financial statement preparation and reporting. 

The system of internal accounting control is supported by written policies and guidelines, the selection and training of qualified 
employees, an organizational structure that provides an appropriate division of responsibility and a program of internal 
auditing. FPL Group's written policies include a Code of Business Condluct & Ethics that states management's policy on 
conflict of interest and ethical conduct. Compliance with the Code of Business Conduct & Ethics is confirmed annually by key 
personnel. 

The Board of Directors pursues its oversight responsibility for financial reporting and accounting through its Audit 
Committee. This Committee, which is comprised entirely of outside directors, meets regularly with management, the internal 
auditors and the independent auditors to make inquiritts as to the manner in which the responsibilities of each are being 
discharged. The independent auditors and the internal audit staff have free access to the Committee without management's 
presence to discuss auditing, internal accounting control and financial reporting matters. 

In accordance with the SEC's published guidance, we have excluded from our current assessment the internal control over 
financial reporting for Duane Arnold Energy Center in which a 70 percent interest was acquired on January 27, 2006 and 
whose financial statements reflect total assets and revenues consisting of approximately two percent and approximately one 
percent, respectively, of FPL Group's consolidated total assets and operating revenues as of and for the year ended December 
31,2006. FPL Group will include Duane Arnold Energy Center in its assessment as of December 31,2007. 

Management assessed the effectiveness of FPL Group's and FPL's internal control over financial reporting as of December 31, 
2006, using the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission in the Internal 
Control - Integrated Framework and also the standards of the Public Conipany Accounting Oversight Board. Based on this 
assessment, management believes that FPL Group's and FPL's internal imntrol over financial reporting was effective as of 
December 31,2006. 

FPL Group's and FPL's independent registered public accounting firm, Deloitte & Touche LLP, is engaged to express an 
opinion on FPL Group's and FPL's consolidated financial statements and an opinion on FPL Group's and FPL's internal control 
over financial reporting. Their reports are based on procedures believed by them to provide a reasonable basis to support 
such opinions. FPL Group's and FPL's independent registered public accounting firm has issued an attestation report on 
management's assessment of FPL Group's and FPL's internal control over financial reporting. That report appears on the 
following page. 

LEWIS HAY, 111 
Lewis Hay, 111 
Chairman and Chief Executive Officer of FPL Group 
and Chairman and Chief Executive Officer of FPL 

K. MICHAEL DAVIS 
K. Michael Davis 
Controller and Chief Accounting Officer 
of FPL Group and Vice President, 
Accounting, Controller and Chief 
Accounting Officer of FPL 

MORAY P. DEWHURST 
Moray P. Dewhurst 
Vice! President, Finance and Chief 
Financial Officer of FPL Group 
and Senior Vice President, Finance 
and Chief Financial Officer of FPL 

- 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Board of Directors and Shareholders 

We have audited management's assessment, included in the accompanying Management's Report on Internal Control Over 
Financial Reporting, that FPL Group, Inc. and subsidiarit!s (FPL Group) and Florida Power & Light Company and subsidiaries 
(FPL) maintained effective internal control over financial reporting as of December 31, 2006, based on criteria established in 
lntemal Control-lntegrated Framework issued by the Committee of Sponsoring Organizations of the Treadway 
Commission. As described in Management's Report on lntemal Control Over Financial Reporting, management excluded from 
their assessment the internal control over financial reporting for Duane Annold Energy Center in which a 70 percent interest 
was acquired on January 27, 2006 and whose financial statements reflect total assets and revenues constituting approximately 
two percent and approximately one percent, respective?ly, of the related consolidated financial statement amounts of FPL 
Group as of and for the year ended December 31, 2006. Accordingly, our audit of FPL Group did not include the internal 
control over financial reporting for Duane Arnold Energy Center in which zi 70 percent interest was acquired on January 27, 
2006. FPL Group's management and FPL's management are responsible for maintaining effective internal control over 
financial reporting and for their assessment of the effectiveness of internal control over financial reporting. Our responsibility is 
to express an opinion on management's assessment and an opinion on the effectiveness of FPL Group's and FPL's internal 
control over financial reporting based on our audits. 

FPL Group, Inc. and Florida Power & Light Company: 

We conducted our audits in accordance with the stanldards of the Public Company Accounting Oversight Board (United 
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective 
internal control over financial reporting was maintained in all material respects. Our audits included obtaining an 
understanding of internal control over financial reporting, evaluating management's assessment, testing and evaluating the 
design and operating effectiveness of internal control, and performing such other procedures as we considered necessary in 
the circumstances. We believe that our audits provide a reasonable basis for our opinions. 

A company's internal control over financial reporting is a process designed by, or under the supervision of, the company's 
principal executive and principal financial officers, or persons performing similar functions, and effected by the company's 
board of directors, management, and other personnel 'to provide reasonaible assurance regarding the reliability of financial 
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting 
principles. A company's internal control over financial rctporting includes those policies and procedures that ( I )  pertain to the 
maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of 
the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial 
statements in accordance with generally accepted accounting principles, aind that receipts and expenditures of the company 
are being made only in accordance with authorizations of management and directors of the company: and (3) provide 
reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the 
company's assets that could have a material effect on tho financial statements. 

Because of the inherent limitations of intemal control over financial repoltirig, including the possibility of collusion or improper 
management override of controls, material misstatements due to error or fraud may not be prevented or detected on a timely 
basis. Also, projections of any evaluation of the effectiveness of the interrial control over financial reporting to future periods 
are subject to the risk that the controls may become inadequate because of changes in conditions, or that the degree of 
compliance with the policies or procedures may deteriorate. 

In our opinion, management's assessment that FPL Group and FPL maintained effective internal control over financial 
reporting as of December 31, 2006, is fairly stated, ir all material respects, based on the criteria established in Internal 
Controk-lntegrated framework issued by the Committee of Sponsoring Organizations of the Treadway Cornmission. Also in 
our opinion, FPL Group and FPL maintained, in all material respects, effective internal control over financial reporting as of 
December 31, 2006, based on the criteria established iri lnternal Control-Megrated framework issued by the Committee of 
Sponsoring Organizations of the Treadway Commission. 

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), 
the consolidated financial statements as of and for the year ended December 31,2006 of FPL Group and FPL and our report 
dated February 26, 2007 expressed an unqualified clpinion on those financial statements and included an explanatory 
paragraph regarding FPL Group's and FPL's accounting changes resulting lrom the adoption of new accounting standards. 

DELOITTE &TOUCHE LLP 
Certified Public Accountants 

Miami, Florida 
February 26,2007 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Board of Directors and Shareholders 

We have audited the accompanying consolidated balanse sheets of FPL (Group, Inc. and subsidiaries (FPL Group) and the 
separate consolidated balance sheets of Florida Power & Light Company arid subsidiaries (FPL) as of December 31,2006 and 
2005, and the related consolidated statements of incomo, common shareholders' equity, and cash flows for each of the three 
years in the period ended December 31, 2006. 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 the standards of the Public Company Accounting Oversight Board (United 
States). 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 audit also inclucles assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that 
our audits provide a reasonable basis for our opinion. 

In our opinion, such consolidated financial statements present fairly, in ail1 material respects, the financial position of FPL 
Group and the financial position of FPL at December 3'1, 2006 and 2005, and the respective results of their operations and 
their cash flows for each of the three years in the period ended December 31, 2006 in conformity with accounting principles 
generally accepted in the United States of America. 

As discussed in Note 1 to the consolidated financial statements, in 2006 FPL Group and FPL changed their method of 
accounting for planned major maintenance activities to adopt FASB Staff Position AUG AIR-I , Accounting for Planned Major 
Maintenance Activities and, retrospectively, adjusted the 2005 and 2004 financial statements for the change. As discussed in 
Note 3 to the consolidated financial statements, in 2006, FPL Group also adopted the provisions of Statement of Financial 
Accounting Standards No. 158, Employer's Accounting for Defined Benefit Pension and Other Posfretimment Plans. 

We have also audited, in accordance with the standards of the Public Corripany Accounting Oversight Board (United States), 
the effectiveness of FPL Group's and FPL's internal control over financial reporting as of December 31, 2006, based on the 
criteria established in Internal Control--Integrated framework issued by the Committee of Sponsoring Organizations of the 
Treadway Commission and our report dated February 26, 2007 expressed an unqualified opinion on management's 
assessment of the effectiveness of FPL Group's and FPL's internal control over financial reporting and an unqualified opinion 
on the effectiveness of FPL Group's and FPL's internal control over financial reporting. 

FPL Group, Inc. and Florida Power & Light Company: 

DELOIlTE & TOUCHE LLP 
Certified Public Accountants 

Miami, Florida 
February 26,2007 
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FPL GROUP, INC. 
CONSOLIDATED STATEMENTS OF INCOME 

(millions, except per share amounts) 

OPERATING REVENUES 

OPERATING EXPENSES 
Fuel, purchased power and interchange 
Other operations and maintenance 
Impairment and restructuring charges 
Disallowed storm costs 
Merger-related 
Amortization of storm reserve deficiency 
Depreciation and amortization 
Taxes other than income taxes 

Total operatlng expenses 

OPERATING INCOME 

OTHER INCOME (DEDUCTIONS) 
Interest charges 
Equity in earnings of equity method investees 
Gains (losses) on disposal of assets 
Allowance for equity funds used during construction 
Interest income 
Other - net 

Total other deductions - net 

INCOME BEFORE INCOME TAXES 

INCOME TAXES 

NET INCOME 

Earnings per share of common stock: 
Basic 
Assuming dilution 

Dividends per share of common stock 

Weighted-average number of common shares outstanding: 
Basic 
Assuming dilution 

Years Ended December 31, 
2006 2005* 2004' 

$ 15,710 $11,846 $10,522 

--- 
--- 

8,943 
2,022 

105 
52 
23 

151 
1,185 
1,132 

13,613 

2,097 - 
(706 1 
181 
29 
21 
53 

6,171 
1,814 

155 
1.285 

931 
10,356 - 
1,490 

5,217 
1,659 

81 

- I  

1,198 
882 

9,037 

1,485 

(593) (489) 
124 96 
52 (3 1 
28 37 
59 25 

3 23 17 
(419) (307) (317) 

1,678 1,183 1,168 

397 282 272 

$ 1,281 $ 901 $ 896 

--- 
--- 
$ 3.25 $ 2.37 $ 2.50 
$ 3.23 $ 2.34 $ 2.48 

$ 1.50 $ 1.42 $ 1.30 

393.5 380.1 358.6 
396.5 385.7 361.7 

The accompanying Notes to Consolidated Financial Statlpments are an integral part of these statements. 
'As adjusted. 
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FP'L GROUP, INC. 
CONSOLIDATED BALANCE, SHEETS 

(rnllllons) 

PROPERTY, PLANT AND EQUIPMENT 
Electric utility plant in service and other property 
Nuclear fuel 
Construction work in progress 
Less accumulated depreciation and amortization 

Total properly, plant and equipment - net 
CURRENT ASSETS 

Cash and cash equivalents 
Customer receivables, net of allowances of $32 and $34, re!rpectively 
Other receivables, net of allowances of $8 and $9, respectively 
Materials, supplies and fossil fuel inventory - at average cost 
Regulatory assets: 

Deferred clause and franchise expenses 
Storm reserve deficiency 
Derivatives 
Other 

Derivatives 

Total current assets 
. Other 

OTHER ASSETS 
Nuclear decommissioning reserve funds 
Pension plan assets - net 
Other investments 
Regulatory assets: 

Storm reserve deficiency 
Deferred clause expenses 
Unamortized loss on reacquired debt 
Other 

Total other assets 
Other 

TOTAL ASSETS 
CAPITALIZATION 

Common shareholders' equity 
Long-term debt 

Total capitalization 
CURRENT LIABILITIES 

Commercial paper 
Current maturities of long-term debt 
Accounts payable 
Customer deposits 
Margin cash deposits 
Accrued interest and taxes 
Regulatory liabilities: 

Deferred clause and franchise revenues 
Derivatives 
Pension 

Derivatives 
Other 

Total current liabilities 

'Asset retirement obligations 
Accumulated deferred income taxes 
Regulatory liablllties: 

Accrued asset removal costs 
Asset retirement obligation regulatory expense difference, 
Pension 
Other 

Total other liabilities and deferred ciadits 

OTHER LIABILITIES AND DEFERRED CREDITS 

Other 

COMMITMENTS AND CONTINGENCIES 
TOTAL CAPITALIZATION AND LIABILITIES 

The accompanying Notes to Consolidated Financial Statements are an integral part cif these statements. 
'As adjusted. 

December 31, 
2006 2005' 

$ 34,071 
688 

1,393 
(11,653) 
24,499 

620 
1,279 

377 
785 

167 
106 
92 1 

3 
376 
365 

4.999 

2,824 
1,608 

533 

762 

39 
80 

647 
6,493 

$ 35,991 

$ 9,930 
9 591 

19,521 

1,097 
1,645 
1,060 

51 0 
35 

302 

37 

17 
1,144 

646 
6,493 

1,820 
3,432 

2,044 
868 
53 1 
209 

1,073 
9.977 

- 
1 

$ 35,991 - 

$ 31,844 
520 
945 

(10,888) 
22,421 

530 
1,064 

366 
567 

795 
156 

7 
1,074 

428 
4,987 

2,401 
849 
474 

957 
307 
42 
37 

515 
5.582 

$ 32,990 

$ 8,561 
8 039 

16,600 

1,159 
1,404 
1,245 

433 
393 
253 

32 
757 

463 
1,128 
7,267 

1,685 
3,052 

2,033 
786 

256 
1,311 
9,123 

- 

$ 32,990 - 
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FPL GROUP, INC. 
CONSOLIDATED STATEMENTS OF CASH FLOWS 

(millions) 
Years Ended December 31, 

2006 2005' 2004' --- 
CASH FLOWS FROM OPERATING ACTIVITIES 

Net Income 
Adjustments to reconcUe net income to net cash provided by (used in) operating actlvlties: 

Depreciation and amortbatlon 
Nuclear fuel atmrtbatlon 
lmpalrment and resttucturing charges 
Recoverable stomrelated costs of FPL 
Amortization of storm reserve deficiency 
Unreallzed (galns) losses on marked to market energy contracts 
Deferred Income taxes 
cost recovery clauses and franchire fees 
Change In prepaid option premiums 
Equlty In earnings ofequlty method lnvestees 
Distributions of earnings from equity method lnvestees 
Changes In operating assets and llablllties: 

Customer receivables 
Other receivables 
Material, supplies and fossll fuel Inventory 
Other current assets 
Other assets 
Accounts payable 
Customer deposlts 
Margin cash deposits 
Income taxes 
Interest and other taxes 
Other current llablllties 
Other Ilabilities 

Other - net 
Net cash provided by operating actlvitles 

CASH FLOWS FROM INVESTING ACTIVITIES 
Capltal expenditures of FPL 
Independent power Investments 
Nuclear fuel purchases 
Other capital expendltures 
Sale of independent power Investments 
Loan repayments and capital distrlbutlons from equlty method inver:ees 
Proceeds from sale of securities In nuclear decommlrslonlng and st'mn funds 
Purchases of securltles in nuclear decommisslsslonlng and storm funds 
Proceeds from sale of other securities 
Purchases of other securltles 
Sale of Olympus Communications, L.P. note recelvabie 
Funding of secured loan 
Repayment of secured loan 
Proceeds from termlnatlon and sale of leveraged leases 
Other - net 

Net cash used in lnvestlng activities 

CASH FLOWS FROM FINANCING ACTIVITIES 
I Issuances of long-term debt 

Retirements of long-term debt and FPL preferred 6tock 
Proceeds From purchased Corporate Units 
Payments to terminate Corporate Unlts 
Net change in short-term debt 
Issuances of common stock 
Dividends on common stock 
Other - net 

Net cash provided by (used In) flnanclng actlvitles 

Net Increase in cash and cash equivalents 
Cash and cash equivalents at beginning of year 
Cash and cash equlvalents at end of year 

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION 
Cash paid For Interest (net of amount capitalized) 
Cash paid (received) For income taxes - net 

SUPPLEMENTAL SCHEDULE OF NONCASH INVESTING AND FINANCING ACTIVITIES 
Issuance of common stock and convemion of options end warrants In  connection with 

the acquisition of Gexa Corp. 
The accompanying Notes to Consolldated Financial Statements are an Integral part of these statements. 
'As adjusted. 
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FPL GROUP, INC. 
CONSOLIDATED STATEMENTS OF COMMON SHAREHOLDERS' EQUITY I* 

(milllons) 

Balances. January 1,2004 
Net income 
issuances of common stock, net of 

issuance cost of less than $1 
Exercise of stock optlons and other 

incentive pian activity 
Dlvidends on common stock 
Earned compensation under ESOP 
Other comprehensiw loss 
Other 

Baiancas, December 31,2004 
Net income 
issuances of commn slock, net of 

issuance cost of less than $1 
Exercise of stock options and other 

Dividends on common stock 
Earned cornpensation under ESOP 
Other comprehensive loss 
Other 

Balances, December 31,2005 
Net Income 
issuances of common stock, net of 

issuance cost of less than $1 
Exercise of stock options and other 

incentive pian actlvlty 
Dividends on common stock 
Earned cornpensation under ESOP 
Termination of Corporate Units, 

net of tax beneM of $1 5 million 
Other comprehensive income 
implementation of FAS 158 
Other 

Balances. December 31,2006 

s incentive pian activity 

Shares - 
369 

2 

1 

- 
372'd' 

20 

3 

- 
395(4 

9 

1 

- 
405") - 

COmmOn Stock ") . Additional . Aggregate Paid-in 
Par Value Capkal . -. 

$ 4  

- 
4 

4 

- 
$ 4  - 

$ 3,395 

83 

77 

21 

1 
3,577 
- 

645 

98 

19 

1 
4,340 

307 

64 

21 

(33 ) 

(i) 
$ 4,698 - 

Ulnearned - Cornpensation 

$ (181) 

16 

2 - 
(163) 

14 

Accumulated 
Other 

Comprehensive 
income (LOSS) Io) 

$ 4  

210 
98 - 

$ 115 - 

Retained 
Earnings' 

$ 3.782 
896 

(467) 

- 
4 2 1  1 

go1 

(544 1 

- 
4.558 
1,281 

(593 ) 

- 
5 5,258 

Common 
Shamhoi*rs' 

$ 7,004 

Equny - 

$ 7.583 

$ 8,561 - 

S 9,930 - 
(8) information pertaining to Shams. aggregate par value and additional paid-in capital have been restated to reflect the two-for-one stock spit effective March 15. 

2005. See Note 12 - Earnings Per Share. 
(b) $0.01 par value, authorized - 800,000,000 shares; outstanding shares 405,404,438, 394,8554,416 and 372,351,756 at December 31, 2006, 2005 and 2004, 

respectively. 
(e) Comprehensive income. which includes net income and other comprehensive income (loss), totaled approximately $1,491 million, $754 miilbn and $848 miillon 

for 2006,2005 and 2004, respectively. 
Id) Outstanding and unaiiocated shares held by the Employee Stock Clwnership Pian Trust totaled approximately 9 million, 10 mlliion and 11 million at December 

31,2006,2006 and 2004, respedlveiy. 

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements. 
"As adjusted. 
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OPERATING REVENUES 

FLORIDA POWER 81 LIGHT COMPANY 
CONSOLIDATEID STATEMENTS; OF INCOME 

(millions) 

OPERATING EXPENSES 
Fuel, purchased power and interchange 
Other operations and maintenance 
Disallowed storm costs 
Amortization of storm reserve deficiency 
Depreciation and amortization 
Taxes other than income taxes 

Total operating expenses 

OPERATING INCOME 

OTHER INCOME (DEDUCTIONS) 
Interest charges 
Allowance for equity funds used during construction 
Other - net 

Total other deductions - net 

INCOME BEFORE INCOME TAXES 

INCOME TAXES 

NET INCOME 

PREFERRED STOCK DIVIDENDS 

NET INCOME AVAILABLE TO FPL GROUP 

Years Ended December 31, 
2006 2005 2004 

--- $ 11,988 $ 9,528 $ 8,734 

--- 

7,116 
1,374 

52 
151 
787 

4,910 
1,307 

I 55 
95 1 

4,467 
1,228 

91 5 
1,045 858 809 

10,525 8,181 7,419 
--- --- 

1,463 1,347 1,315 - 
(183) 

37 

1,226 1,156 1,159 

424 408 409 

802 748 750 

--- 

$ 802 $ 748 $ 749 --- 

The accompanying Notes to Consolidated Financial Stalements are an integral part of these statements. 
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FLORIDA POWER 8 LIGHT COMPANY 
CONSOLIDATED BALANCE SHEETS 

(millions) 

ELECTRIC UTILITY PLANT 
Plant in service 
Nuclear fuel 
Construction work in progress 
Less accumulated depreciation and amortization 

Electric utility plant - net 

Cash and cash equlvalents 
Customer receivables, net of allowances of $15 and $20, respectively 
Other receivables, net of allowances of $1 and $1, respectively 
Materials, supplies and fossil fuel inventory - at average cost 
Regulatory assets: 

Deferred clause and franchise expenses 
Storm reserve deflciency 
Derivatives 
Other 

Derivatives 

CURRENT ASSETS 

7 Other 

OTHER ASSETS 
Total current assets 

Nuclear decommissioning reserve funds 
Pension plan assets - net 
Regulatory assets: 

Storm reserve deficiency 
Deferred clause expenses 
Unamortized loss on reacquired debt 
Other 

Total other assets 
Other 

TOTAL ASSETS 
CAPITALIZATION 

Common shareholder's equity 
Long-term debt 

CURRENT LIABILITIES 
Total capitalization 

Commerclal paper 
Current maturities of long-term debt 
Accounts payable 
Customer deposits 
Margin cash deposits 
Accrued interest and taxes 
Regulatory Ilablllties: 

Derivatives 
Other 

Deferred clause and franchise revenues 
Derivatives 

Total current liabilities 

Asset retirement obligations 
Accumulated deferred income taxes 
Regulatory liabilities: 

OTHER LIABILITIES AND DEFERRED CREDITS 

Accrued asset removal costs 
Asset retirement obligation regulatory expense difference 
Other 

Total other liabilities and deferred credits 
Other 

COMMITMENTS AND CONTINGENCIES 
TOTAL CAPiTALlZATlON AND LIABILITIES 

December 31, 
2006 2005' 

$ 24,150 
423 

1,113 

15,838 

64 
872 
221 
558 

167 
106 
92 I 

4 
202 

3,115 

2,264 
857 

762 

39 
37 

161 
4,120 

5 23,073 - 
$ 7,539 

4,214 
11,753 

630 

735 
500 

281 

37 

780 
423 

3 386 

1,572 
2,561 

2,044 

209 
680 

7,934 

868 

$ 23,073 - 

$ 23,251 
380 
776 

(9,530) 
14 877 - 

56 
653 
313 
449 I 

795 
156 

7 
828 
212 

3,469 
- 

2,083 
802 

957 
' 307 

42 
37 

I52 
4 380 

$ 22,726 
I - 
$ 6,737 

3 271 
10,008 

1,159 
135 
863 
423 
382 
174 

32 
757 

929 
4 854 I 

1,474 
2,647 

2,033 
786 
256 
668 

7,864 

$ 22.726 - 
The accompanying Notes to Consolidated Financial Statements are an integral part of these statements. 
*As adjusted. 
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FLORIDA POWER %I LIGHT COMPANY 
CONSOLIDATED STATEMENTS OF CASH FLOWS 

(millions) 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net income 
Adjustments to reconcile net Income to net cash provided by (IJSed in) operating ac'tivities: 

Depredation and amortization 
Nuclear fuel amortization 
Recoverable storm-related costs 
Amortization of storm reserve deficiency 
Deferred income taxes 
Cost recovery clauses and franchise fees 
Change In prepaid option premiums 
Changes In operating assets and liabilities: 

Customer receivables 
Other receivables 
Material, supplies and fossil fuel inventory . Other current assets 
Other assets 
Accounts payable 
Customer deposits 
Margin cash deposits 
Income taxes 
Interest and other taxes 
Other current liabilities 
Other liabilltles 

Other - net 
Net cash provided by operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES 
Capital expenditures 
Nuclear fuel purchases 
Proceeds from sale of securities In nuclear decommissioning and storm funds 
Purchases of securities in nuclear decommissioning and storm funds 
Other - net 

Net cash used in investing activities 

CASH FLOWS FROM FINANCING ACTIVITIES 
Issuances of long-term debt 
Retirements of long-term debt 
Issuances of preferred stock 
Retirements of preferred stock 
Net change in short-term debt 
Dividends 

Net cash provided by (used in) financing activities 

Net increase (decrease) in cash and cash equivalents 
Cash and cash equivalents at beginning of year 
Cash and cash equivalents at end of year 

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION 
Cash paid for Interest (net of amount capitalized) 
Cash paid (received) for income taxes - net 

Years Ended December 31, --- 2006 2005 2004 

$ 802 $ 748 $ 750 

745 909 870 
89 72 66 

(364) (659) (627 
151 155 
27 53 1 553 

940 (825 144 
(73 1 (43 1 9 

39 
1.668 

(1,763) (1,616) (1,394) 

2,673 2,767 2,290 
(2,738) (2,870) (2,206) 

(1,816) (1,933) (1,400) 

(105) (95 1 (90 1 

-2) I 

937 588 236 
(500 1 

20 
(1 35 1 

(25 ) 
(529 1 667 (139) - (161) (604) 
273 569 (487) -- 

8 (9) 61 
56 65 . 4 --- 

$ 64 $ 56 $ 65 
-7- 

$ 257 $ 217 $ 167 
$ 339 $ (46) $ (60) 

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 COMMON SHAREHOLDERS EQUITY 

(mllllons) 

Balances, December 31,2003 
Net income available to FPL Group 
Dividends to FPL Group 

Balances, December 31,2004 
Net income available to FPL Group 
Dividends to FPL Group 

Balances, December 31,2005 
Net income available to FPL Group 

Balances, December 31,2006 

la) Common stock, no par value, 1,000 shares authorized. issued and outstanding. 

Common 
Stock 

$ 1,,373 
-- 

-- 
1,373 

-- 
1,373 

$ 7 3 7 3  -- 

Additional 
Paid-In Capital 

$ 4,318 

4,318 

4,318 

$ 4,318 - 

Common 
Retained Shareholder's 
Earnings Equity 

$ 313 
749 
(603) 
459 $ 6,150 
748 

(161 1 

802 
1,046 $ 6,737 

$ 1,848 $ 7,539 - 

The accompanying Notes to Consolidated Financial Statements are an integEal part of these statements. 
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FPL GROUP, INC. AND FLORIDA POWER & LIGHT COMPANY 
NOTES TO CONSOLlOlATED FINANCIAL STATEMENTS 

Years Ended Deceimber 31,2006,2!005 and 2004 

1. Summary of Significant Accounting and Reporting Policies 

Basis of Presentation - FPL Group, Inc.'s (FPL Group) operations are condiJcted primarily through its wholly-owned subsidiary 
Florida Power & Light Company (FPL) and its wholly-owned indirect subsidiary FPL Energy, LLC (FPL Energy). FPL, a rate- 
regulated public utility, supplies electric service to approximately 4.4 millioin customer accounts throughout most of the east 
and lower west coasts of Florida. FPL Energy invests in independent power projects through both controlled and consolidated 
entities and non-controlling ownership interests in joint ventures essentially all of which are 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. All significant intercompany balances and transactions have been eliminated in consolidation. 
Amounts included in the consolidated financial Statements and the accorripanying notes have been adjusted to reflect the 
retrospective application of a Financial Accounting Standards Board (FASB) Staff Position (FSP) related to planned major 
maintenance activities (Major Maintenance FSP). See Major Maintenance Costs below. In addition, 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 arnd liabilities. Actual results could differ from those 
estimates. 

Regulation - FPL is subject to regulation by the Florida Public Service Commission (FPSC) and the Federal Energy Regulatory 
Commission (FERC). Its rates are designed to recover the cost of provitjing 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 non-rate 
regulated entities. Regulatory assets and liabilities represlent probable future revenues that will be recovered from or refunded 
to customers through the ratemaking process. 

Cost recovery clauses, which are designed to permit full recovery of certiiin casts and provide a return on certain assets 
allowed to be recovered through the various clauses, include substantialiy all fuel, purchased power and interchange 
expenses, conservation and certain environmental-related expenses, certain revenue taxes and franchise fees. 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. Although deferred clause revenues and expenses do not significantly affect net income, the 
under- or over-recoveries can significantly affect FPL Group's and FPL's operating cash flows. 

Beginning in 2004, in order to comply with a US. Nuclear Regulatory Commission (NRC) order, FPL incurred additional cost to 
modify its security systems at its St. Lucie and Turkey Pcint nuclear units. During 2005 and 2004, FPL incurred and deferred 
pursuant to an FPSC order a total of approximately $37 niillion in additional costs as a regulatory asset (included in regulatory 
assets - other) and, in 2005, accrued interest on the deferred amount at an FPSC-approved rate of 7.29%. During 2005, FPL 
reduced the regulatory asset by the amount of the reduction in the decommissioning accrual approved by the FPSC in the 
2005 rate agreement discussed below. Effective January I, 2006, the rerrtaining balance of approximately $13 million was 
included in rate base and is being amortized over a four-year period and included in depreciation expense. At December 31, 
2006 the remaining balance was approximately $1 0 milliori. 

in 2000, a bankruptcy court approved a $222.5 million settlement of a omtract dispute between FPL and two qualifying 
facilities. As approved by the FPSC, FPL recovered the cost of the settlement through the fuel and purchased power cost 
recovery clause (fuel clause) and capacity cost recovery clause (capacity clause) over a five-year period which began 
January 1, 2002. The settlement cost is included in deferred clause and franchise expenses on FPL Group's and FPL's 
December 31,2005 consolidated balance sheet. 

If FPL were no longer subject to cost-based rate regulation, the regulatory assets and liabilities would be written off unless 
regulators specify an alternative means of recovery or refund. In addition, the FPSC has the authority to disallow recovery of 
costs that it considers excessive or imprudently incurred. The continued applicability of FAS 71 is assessed at each reporting 
period. 

Revenues and Rates - FPL's retail and wholesale utility rate schedules are approved by the FPSC and the FERC, 
respectively. FPL records unbiiled 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 approximately $122 million and $123 
million at December 31, 2006 and 2005, respectively. FPL's operating revenues also include amounts resulting from cost 
recovery clauses (see Regulation), franchise fees, gross; receipts taxes arid beginning in 2005 a surcharge related to the 
recovery of storm restoration costs associated with the 2004 hurricanes (see! Storm Reserve Deficiency). Franchise fees and 

5a 



FPL GROUP, INC. AND FLORIDA POWER! 8, LIGHT COMPANY 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

gross receipts taxes are imposed on FPL; however, the IFPSC allows FPL to include in the amounts charged to customers the 
amount of the gross receipts tax for all customers and the franchise amount for those customers located in the jurisdiction that 
imposes the fee. Accordingly, franchise fees and gross receipts taxes am reported gross in operating revenues and taxes 
other than income taxes on FPL Group's and FPL's consolidated statemenlts of income and were approximately $773 million, 
$604 million and $558 million in 2006, 2005 and 2004, respectively. FPL also collects municipal utility taxes which are 
reported gross in customer receivables and accounts payable on FPL Group's and FPL's consolidated balance sheets. 

In 2005, the FPSC approved a stipulation and settlement agreement regarcling FPL's retail base rates (2005 rate agreement), 
signed by FPL and all of the interveners in its 2005 rate case filing. FPL. expects the 2005 rate agreement to be in effect 
through December 31, 2009, and thereafter shall remain in effect until terminated on the date new retail base rates become 
effective pursuant to an FPSC order. The 2005 rate agireement replaced i3 rate agreement that was effective April 15, 2002 
through December 31,2005 (2002 rate agreement). 

The 2005 rate agreement provides that retail base rate:; will not increase during the term of the agreement except to allow 
recovery of the revenue requirements of any power plant approved pursuant to the Florida Power Plant Siting Act (Siting Act) 
that achieves commercial operation during the term of this 2005 rate agreement. Retail base rates will increase approximately 
$127 million on an annualized basis when a 1,144 meg;iwatt (mw) natural gas-fired plant at FPL's Turkey Point site (Turkey 
Point Unit No. 5) is placed in service which Is expected to occur in the secoiid quarter of 2007. The 2005 rate agreement also 
continues the revenue sharing mechanism in FPL's 2002 rate agreement, whereby revenues from retail base operations in 
excess of certain thresholds will be shared with custorners on the basis of two-thirds refunded to customers and one-third 
retained by FPL. Revenues from retail base operations in excess of a second, higher threshold (cap) will be refunded 100% to 
customers. The revenue sharing threshold and cap for 21007 and each suci:eeding year is established by increasing the prior 
year's threshold and cap by the sum of the following: (i) the average annual growth rate in retail kwh sales for the ten-year 
period ending December 31 of the preceding year multiplied by the prior yeiar's retail base rate revenue sharing threshold and 
cap and (ii) the amount of any incremental base rate increases for power plants approved pursuant to the Siting Act that 
achieve commercial operation during the term of the 200!i rate agreement. 'The revenue sharing threshold and cap for 2007 is 
estimated to be $4,203 million and $4,373 million, respectively, and will be adjusted based on the actual incremental base 
revenues associated with Turkey Point Unit No. 5 going into service In the second quarter of 2007. 

Under both the 2005 and 2002 rate agreements, the accrual for the refund associated with the revenue sharing mechanism is 
or was computed monthly for each twelvemonth 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-month period, plis accrued interest. In addition, if in any month actual revenues are 
above or below planned revenues, the accrual is increasctd or decreased as necessary to recognize the effect of this variance 
on the expected refund amount Under both the 2005 arid 2002 rate agreements, the annual refund (including interest) is or 
was paid to customers as a credit to their February electric bill. For the years ended December 31, 2006, 2005 and 2004, 
there were no refunds due to customers. 

Under the terms of the 2005 rate agreement: (i) FPL's electric property depreciation rates are based upon the comprehensive 
depreciation studies It filed with the FPSC In March 2005; however, FPL may reduce depreciation by up to $125 million 
annually, (li) FPL suspended contributions of approximately $79 million per year to its nuclear decommissioning fund beginning 
in September 2005, (iii) FPL suspended contributions of $20.3 million per year to its storm and property insurance reserve 
beginning in January 2006 and has the ability to recover prudently iincurred storm restoration costs, either through 
securitization pursuant to Section 366.8260 of the Florida Statutes or through surcharges, and (iv) FPL Will be allowed to 
recover through a cost recovery clause prudently incurred incremental costs associated with complying with an FPSC or FERC 
order regarding a regional transmission organization.. 

FPL does not have an authorized regulatory return on conimon equity (ROE) under the 2005 rate agreement for the purpose of 
addressing earnings levels. For all other regulatory purposes, FPL has an IROE of 11.75%. Under the 2005 rate agreement, 
the revenue sharing mechanism described above is the appropriate and exclusive mechanism to address earnings 
levels. However, if FPL's regulatory ROE, as reported to the FPSC in FPL'!; monthly earnings surveillance report, falls below 
10% during the term of the 2005 rate agreement, FPL may petition the FPSG to amend its base rates. 

The 2002 rate agreement provided for a $250 million annual reduction In rletall base revenues allocated to all customers by 
reducing customers' base rates and service charges by approximately 7% as well as a revenue sharing mechanism based on 
stated thresholds. During the term of the 2002 rate agreement, FPL did not have an authorized regulatory ROE range for the 
purpose of addressing earnings levels and FPL reduced depreciation on its plant in service by $125 million each year. 

FPL Energy's revenue is recorded as electricity is delivered, which is when revenue is earned. FPL Energy's retail energy 
business records unbilled revenues for the estimated arnount of energy delivered to customers but not yet billed. Unbilled 
revenues are included in customer receivables and amounted to approximately $28 million and $30 million at December 31, 
2006 and 2005, respectively. 
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FPL GROUP, INC. AND FLORIDA POWER & LIGHT COMPANY 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

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 
estimated net salvage value, is charged to accumulaied depreciation. Maintenance and repairs of property as well as 
replacements and renewals of items determined to be IE!SS than units of utility property are charged to other operations and 
maintenance (O&M) expenses. At December 31, 2006, the electric generating, transmission, distribution and general facilities 
of FPL represented approximately 44%, 13%, 38% and 5%, respectively, of FPL's gross investment in electric utility plant in 
service. Substantially all of FPL's properties are subjed. to the lien of FPL's mortgage, which secures most debt securities 
issued by FPL. A number of FPL Energy's generating facilities are encumbered by liens against their assets securing various 
financings. The net book value of FPL Energy's assets serving as collateral was approximately $4.6 billion at December 31, 
2006. 

Depreciation of FPL's electric property is primarily 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 of , 
Nuclear Plants, Dismantlement of Plants and Other Accrued Asset Removal Costs). For substantially all of FPL's property, 
depreciation studies are performed and filed with the FPSC at least every ifour years. Pursuant to the 2005 rate agreement, 
FPL implemented new depreciation rates on January I, 2006 based on depreciation studies filed with the FPSC in March 
2005. Under the 2002 and 2005 rate agreements (see Revenues and Rates), FPL reduced depreciation by $125 million 
annually, which it has been doing since 2002. The weighted annual composite depreciation rate for FPCs electric plant in 
service, including capitalized software, but excluding the effects of decomnnissioning and dismantlement, was approximately 
3.6%, 4.3% and 4.2% for 2006, 2005 and 2004, respectively. These rates exclude the depreciation adjustments discussed 
above. FPL Energy's electric plants in service less salvage value are depreciated primarily using the straight-line method over 
their estimated useful lives. FPL Energy's effective depreciation rates, excluding decommissioning, were 4.1 %, 3.9% and 
3.9% for 2006, 2005 and 2004, respectively. 

Nuclear Fuel - FPL leases nuclear fuel for all four of its nuclear units. FPL Group and FPL consolidate the lessor entity in 
accordance with FASB Interpretation No. (FIN) 46, "Consolidation of Variable Interest Entities," as revised (FIN 46(R)). See 
Note 9 - FPL. 

FPL Energy's nuclear units have several contracts for the supply, conversion, enrichment and fabrication of nuclear fuel. See 
Note 16 - Contracts. FPL Energy's nuclear fuel costs are charged to fuel expense on a unit of production method. 

Construction Activity - Allowance for funds used during ccnstruction (AFUDC:) is a non-cash item which represents the allowed 
cost of capital, including an ROE, used to finance construction projects. The! portion of AFUDC attributable to borrowed funds 
is recorded as a reduction of interest expense and the rernainder is recorded as other income. FPSC rules limit the recording 
of AFUDC to projects that cost in excess of 0.5% of a utility's plant in service balance and require more than one year to 
complete. FPSC rules allow construction projects below the 0.5% threshold as a component of rate base. During 2006, 2005 
and 2004, AFUDC was capitalized at a rate of 7.42%, 7 42% and 7.29%, respectively, and amounted to approximately $32 
million, $41 million and $48 million, respectively. See Note 16 - Commitments. 

FPL's construction work in progress at December 31, 2006 Includes construction materials, progress payments on major 
equipment contracts, third party engineering costs and other costs directly associated with the construction of various 
projects. Upon completion of the projects, these costs are! transferred to electric utility plant in service. At December 31, 2006 
and 2005, FPL recorded approximately $152 million and $156 million, respectively, of construction accruals, which are 
included in other current liabilities on FPL Group's and FPL's consolidated balance sheets. 

FPL Energy capitalizes project development costs once it is probable that such costs will be realized through the ultimate 
construction of a power plant. At December 31, 2006 and 2005, FPL Energy's capitalized development costs totaled 
approximately $22 million and $1 9 million, respectively, which are includeid in other assets on FPL Group's consolidated 
balance sheets. These costs include emission reduction credits, land rights and other third party costs directly associated with 
the development of a new project. Upon commencement of construction, these costs either are transferred to construction 
work in progress or remain in other assets, depending upon the nature of the cost. Capitalized development costs are charged 
to O&M expenses when the development of a project is no longer probable. 

FPL Energy's construction work in progress includes corlstruction materials, prepayments on turbine generators, third party 
engineering costs, capitalized interest and other costs directly associatedl with the construction and development of the 
project. Interest capitalized on construction projects amounted to $17 million, $8 million and $43 million during 2006, 2005 and 
2004, respectively. FPL Energy's interest charges are based on a deemed capital structure of 50% debt for operating projects 
and 100% debt for projects under construction. Upon commencement of plant operation, costs associated with construction 
work in progress are transferred to electric utility plant in service and other property. At December 31, 2006 and 2005, FPL 
Energy recorded approximately $38 million and $73 million, respectively, of construction accruals, which are included in other 
current liabilities on FPL Group's consolidated balance sheets. 

Asset Retirement Obligations - FPL Group and FPL each account for asset retirement obligations and conditional asset 
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retirement obligations under FAS 143, "Accounting for Asset Retirement Obligations" and FIN 47, "Accounting for Conditional 
Asset Retirement Obligations." See Note 15. 

Decommissioning of Nuclear Plants, Dismantlement of Plants and Other Accrued Asset Removal Costs - Following are the 
components of FPL Group's and FPL's decommissioning of nuclear plants, dismantlement of plants and other accrued asset 
removal costs: 

FPL 

Nuclear Fossil Casts 
Interim Removal 

Decommlsslonlng - D l s m a ~ ~ m e n t  - and Other FPL Energy FPL Group 

2006 2005 2006 2005 11006 2005 2006 2005 2006 2005 
December 31, December 31, December 31, December 31, - December 31, - - - -- - -- 

( m i l l i o n s )  

Asset retirement obligations (ARO) 5 1,540 5 1,460 S 30 $ 11 d 2 5 3 5 248 P 211 $ 1,820 $ 1,685 
Less capitalized ARO asset net of 

accumulated depreciation 55 57 5 2 1 60 60 - 2,044 2,033 Accrued asset removal costs 1') 192 178 278 277 1,573 1,578 
Asset retirement obligation regulatory - 864 - 770 -- 4 - 16 -4 - - - - - 868 786 expense dlfferencu '*) 
Accrued decommissionlng, . dismantlement and other accrued 

$ 2,541'" $ 2.351") $ 308'b1 $ 302Ib) $ 1,575Ib) $ 1,580'" $ 248 $ 211 S 4,672 $ 4,444 asset removal costs -- 
(a) Regulatory liability on FPL Gmp's and FPL's consolidated balance sheets. 
(b) Represents total amount accrued for Rtemaklng purposes. 

FPL - For ratemaking purposes, FPL accrues for the cos1 of end of life retirement and disposal of its nuclear and fossil plants 
over the expected service life of each unit based on nuclear decommissioning and fossil dismantlement studies periodically 
filed with the FPSC. In addition, FPL accrues for interim removal costs over the life of the related assets based on 
depreciation studies approved by the FPSC. For financial reporting purposes, FPL recognizes decommissioning and 
dismantlement liabilities In accordance with FAS 143 ancl FIN 47. Any differences between expense recognized under FAS 
143 and FIN 47 and the amount recoverable through nates are deferred in accordance with FAS 71. See Electric Plant, 
Depreciation and Amortization and Note 15. 

Nuclear decommissioning studies are performed at least every five years and are submitted to the FPSC for approval. FPL 
filed updated nuclear decommissioning studies with the FFSC in December i!005. The studies filed in December 2005 support 
the suspension, effective September 2005, of the $79 million annual decommissioning accrual as provided for in the 2005 rate 
agreement. These studies reflect FPL's current plans, under the extended operating licenses, for prompt dismantlement of 
Turkey Point Units Nos. 3 and 4 following the end of plant operation with decommissioning activities commencing in 2032 and 
2033, respectively, and provide for St. Lucie Unit No. 1 to be mothballed beginning in 2036 with decommissioning activities to 
be integrated with the prompt dismantlement of St. Lucie Unit No. 2 at the end of its useful life in 2043. These studies also 
assume that FPL will be storing spent fuel on site pendinp removal to a U.S. government facility. The studies indicate FPL's 
portion of the ultimate costs of decommissioning its four nilclear units, including costs associated with spent fuel storage, to be 
approximately $10.9 billion. FPL's portion of the ultimate :ost of decommissioning its four units, expressed in 2006 dollars, is 
estimated by the studies to aggregate $2.1 billion. 

During 2006, with respect to costs associated with nuclear decommissioning, FPL recognized approximately $80 million 
related to ARO accretion expense, approximately $2 million related to idepreciation of the capitalized ARO asset and 
approximately $82 million to adjust the total accrual to reflect the suspension of the accrual by the FPSC effective September 
1, 2005. During 2005, with respect to costs associated with nuclear decommissioning, FPL recognized approximately $1 12 
million related to ARO accretion expense, approximately $7 million related to depreciation of the capitalized ARO asset, 
approximately $4 million related to the non-legal obligaticm included in accrued asset removal costs and approximately $70 
million to adjust the total accrual to the $53 million approved by the FPSC for decommissioning expense (included in 
depreciation and amortization expense in FPL Group's iand FPL's consolidated statements of income). During 2004. with 
respect to costs associated with nuclear decommissiorling, FPL recogniz:ed approximately $1 06 million related to ARO 
accretion expense, approximately $8 million related to diBpreCiatiOn of the capitalized ARO asset, approximately $6 million 
related to the non-legal obligation included in accrued asset removal costs and approximately $41 million to adjust the total 
accrual to the $79 million approved by the FPSC for decommissioning expense (included in depreciation and amortization 
expense in FPL Group's and FPL's consolidated statements of income). 

Restricted trust funds for the payment of future expenditures to decommis:sion FPL's nuclear units are included in nuclear 
decommissioning reserve funds of FPL. Consistent with regulatory l:reatment, marketable securities held in the 
decommissioning funds are classified as available for sale and are brried at market value with market adjustments, including 
any other-than-temporary impairment losses, resulting in a corresponding adjustment to the related regulatory liability 
accounts. See Note 10. Contributions to the funds were based on current period decommissioning expense and were 
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suspended beginning September 2005. Additionally, fund earnings, net of taxes, are reinvested in the funds. Earnings are 
recognized as income and an offsetting expense is recorded to reflect a corresponding increase in the related regulatory 
liability accounts. As a result, there is no effect on net income. The tax effects of amounts not yet recognized for tax purposes 
are included in accumulated deferred income taxes. 

Fossil fuel plant dismantlement studies are performed and filed with the FPSC at least every four years. FPL's latest fossil fuel 
plant dismantlement studies became effective January 1, 2003. The studies indicate that FPL's portion of the ultimate cost to 
dismantle its fossil units is $668 million. During 2006, with respect to costs associated with fossil dismantlement, FPL 
recognized approximately $1 million related to ARO accretion expense and depreciation of the capitalized ARO asset, 
approximately $1 7 million related to the non-legal obligation included in accrued asset removal costs and approximately $1 
million to adjust the total accrual to the $19 million approved by the FPSC fcir dismantlement expense (included in depreciation 
and amortization expense in FPL Group's and FPL's consolidated statements of income). FPL recognized fossil 
dismantlement expense of approximately $19 million in both 2005 and 2004, which is included in depreciation and amortization 
expense. 

FPL Energy - FPL Energy records nuclear decommissioning liabilities for Seabrook Station (Seabrook) and Duane Arnold 
Energy Center (Duane Arnold) in accordance with FAS 143 and FIN 47. See Note 15. At December 31,2006 and 2005, FPL 
Energy's ARO related to nuclear decommissioning totaled approximately $2 13 million and $1 89 million, respectively, reflecting 
the fair value of FPL Energy's ultlmate decommissioning liability for Seabrook and Duane Arnold. The fair value of the ultimate 
decommissioning liability as of December 31, 2006 was determined using various internal and external data. FPL Energy's 
portion of the ultimate cost of decommissioning Seabrook and Duane Arnold, including costs associated with spent fuel 
storage, is approximately $4.3 billion, or $725 million expressed in 2006 dollars. The liability is being accreted using the 
interest method through the date decommissioning activitiles are expected to be complete. 

Seabrook's decommissioning funding plan is based on ii comprehensive nuclear decommissioning study filed with the New 
Hampshire Nuclear Decommissioning Financing Cornmiltee (NDFC) in 2003 and is effective for four years. Currently, there 
are no ongoing decommissioning funding requirements for Duane Arnold, however, the NRC has the authority to require 
additional funding in the future. FPL Energy's portion of Seabrook's and Duane Arnold's restricted trust funds for the payment 
of future expenditures to decommission these plank is included in FPL Group's nuclear decommissioning reserve 
funds. Marketable securities held in the decommissioning funds are classifled as available for sale and are Carried at market 
value with market adjustments resulting in a corresponding adjustment to cdher comprehensive income (OCI). All unrealized 
losses associated with marketable securities that are considered to be other-than-temporary are recognized as an expense in 
other - net in FPL Group's consolidated statements of inmme. Fund earnings are recognized in income and are reinvested in 
the funds either on a pretax or after-tax basis. The tax effects of amounts riot yet recognized for tax purposes are included in 
accumulated deferred income taxes. See Note 10. 

Major Maintenance Costs - FPL Group and FPL adopted the Major Maintenance FSP effective December 31, 2006. The 
Major Maintenance FSP eliminates the accrue-in-advance method for recognizing costs associated with planned major 
maintenance activities, and requires retrospective application to all prior periods presented. Prior to adoption of the Major 
Maintenance FSP, FPL and FPL Energy utilized the accrue-in-advance! method to account for certain planned major 
maintenance costs. Upon adoption of the Major Maintenance FSP, FPL will continue to apply the accrue-in-advance method 
in accordance with regulatory treatment and has reclassified the accrual to a regulatory liability. FPL Energy utilizes the 
deferral method to account for certain planned major maintenance costs. 

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. Any difference between the estimated and actual costs is 
included in O&M expenses when known. The estimated costs for inspection and repair of FPL's four reactor vessel heads 
were deferred and were amortized on a levelized basis over a five-year period beginning in 2002 as authorized by the FPSC, 
and amounted to approximately $1 million in 2006, $11 million in 2005 aind $10 million in 2004. The accrued liability for 
nuclear maintenance costs, including those for the reactor vessel heads, at December 31, 2006 and 2005 totaled 
approximately $47 million and $79 million, respectively, and is included in regulatory liabilities - other. For the years ended 
December 31, 2006, 2005 and 2004, FPL recognized approximately $79 million, $96 million and $97 million, respectively, in 
nuclear maintenance costs (including reactor vessel head inspection and repair costs) which are included in 08M expenses in 
FPL Group's and FPL's consolidated income statements. 

FPL Energy's major maintenance costs for its combustim turbines are capitalized and amortized on a units of production 
method over the period from the end of the last outage to the beginning of the next planned outage. FPL Energy's major 
maintenance costs for its nuclear generating units are capitalized and amortized on a straight-line basis over the period from 
the end of the last outage to the beginning of the next planned outage. FPL Energy's deferred major maintenance costs 
totaled approximately $51 million and $22 million at December 31, 2006 and 2005, respectively, and are included in other 
assets. For the years ended December 31, 2006, 2005 and 2004, FPL Energy recognized approximately $49 million, $38 
million and $43 million in major maintenance costs which are included in O&M expenses in FPL Group's consolidated income 
statements. 
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As a result of the retrospective application of the Major Mlaintenance FSP, F'PL Group's and FPL's consolidated balance sheet 
line items increased (decreased) by the following amounts: 

December 31,2005 
FPL 

Group FPL 
(mi l l ions)  

Electric utility plant in service and other property 
Other investments 
Other assets 
Common shareholders' equity 1') 

Accumulated deferred income taxes 
Regulatory liabilities - other 
Other liabilities 

$ (42) $ - 
$ 7 $  - 
$ 2 1 $  - 
$ 6 2 $  - 
$ 3 7 $  - 
$ 75 $ 75 
$ (188) $ (75) 

(0)  Common shareholders' equity at December 31,2004 and January I, 2004 increased by $46 million and $31 million, respectively. 

As a result of the retrospective application of the Major \Maintenance FSP, FPL Group's consolidated income statement line 
Items increased (decreased) by the following amounts: 

Other O&M expenses 
Equity in earnings of equity method investees 
Other - net 
Income taxes 
Net income 
Earnings per share of common stock - basic 
Earnings per share of common stock - assuming dilution 

December 31, 
2005 2004 

(millions, except per 
share amounts) 

$ (26) $ (13) 
$ - $ 2  
$ - $ (1) 
$ 1 0  $ 5  
$ 1 6  $ 9 
$ 0.04 $ 0.03 
$ 0.05 $ 0.03 

-- 

Cash Equivalents - Cash equivalents consist of short-temi, highly liquid investments with original maturities of three months or 
less. 

Restricted Cash - At December 31,2006 and 2005, FPL Group had approximately $218 million ($103 million for FPL) and $56 
million (none for FPL), respectively, of restricted cash included in other current assets on FPL Group's and FPL's consolidated 
balance sheets, essentially all of which is restricted for margin collateral, debt service payments and O&M expenses. 

Allowance for Doubtful Accounts - FPL maintains an accumulated provision for uncollectible customer accounts receivable 
that is determined by multiplying the previous six months (of revenues by a b,ad debt percentage, which represents an average 
of the past two years' actual write-offs. Additional amounis are included In the provision to address specific items that are not 
considered in the calculation described above. FPL Energy regularly reviews collectibility of its receivables and establishes a 
provision for losses estimated as a percentage of revenue, based on the historical bad debt write-off trends for its retail energy 
business and, when necessary, using the specific identification method for all other receivables. 

lnventory - FPL values materials, supplies and fossil fuel inventory using a weighted-average cost method. FPL Energy's 
materials, supplies and oil and gas inventories are carrielj at the lower of w'eighted-average cost or market, unless evidence 
indicates that the weighted-average cost (even if in excels of market) will be recovered with a normal profit upon sale In the 
ordinary course of business. 

Energy Trading - FPL Group provides full energy and capacity requirements services to distribution utilities and engages in 
energy trading activities to optimize the value of electricity and fuel contriicts and generating facilities, as well as to take 
advantage of expected favorable commodity price movernents. Trading corttracts that meet the definition of a derivative are 
accounted for at market value and realized gains and losses from all trading contracts, including those where physical delivery 
is required, are recorded net for all periods presented. See Note 4. 

Fair Value Measurements - In September 2006, the FASEl issued FAS 157, "Fair Value Measurements," which clarifies how to 
measure fair value and requires enhanced fair value measurement disclosures. The standard emphasizes that fair value is a 
market-based measurement, not an entity-specific measurement, and sets out a fair value hierarchy with the highest priority 
being quoted prices in active markets for identical assets or liabilities. FPL (;roup and FPL will be required to adopt FAS 157 
on January I, 2008. FPL Group and FPL are currently evaluating the impact of FAS 157. 
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The Fair Value OpfiOn for Financial Assets and Financial Liabilities - In February 2007, the FASE issued FAS 159, "The Fair 
Value Option for Financial Assets and Financial Liabilities," which permits, but does not require, entities to account for financial 
instruments at fair value. The standard does not extend to non-financial instruments. FPL Group and FPL will be required to 
adopt FAS 159 on January 1,2008. FPL Group and FPL are currently evaluating the impact of FAS 159. 

Storm Reserve Deficiency - The storm reserve deficiency represents storm restoration costs incurred by FPL that exceeded 
the amounts in the storm and property insurance reserve and are probable of recovery through future rates. The storm and 
property insurance reserve provided FPL coverage toward storm damage costs and possible retrospective premium 
assessments stemming from a nuclear incident under ,the various insuraince programs covering FPL's nuclear generating 
plants. The storm restoration costs were associated with hurricanes and storms that affected FPL's service territory primarily 
in 2004 and 2005. At December 31, 2006 and 2005, FF'L's storm reserve deficiency totaled approximately $868 million and 
$1 .I billion, respectively, a portion of which is included in (current assets. 

In May 2006, the FPSC approved the issuance of up to $708 million of bonds pursuant to the securitization provisions of 
Section 366.8260 of the Florida Statutes for the net-of-tax recovery by FPL cif the estimated storm reserve deficiency, including 
interest, and for a storm and property insurance reserve of $200 million. The unrecovered 2004 storm restoration costs are 
being recovered through a previously approved storm damage surchargca applied to retail customer bills since February 
2005. Once the bonds are Issued, a surcharge to retail customers will be used for repayment of the outstanding 
bonds. During 2006 and 2005, FPL billed to customers approximately $151 million and $155 million, respectively, through the 
storm damage surcharge, which is included in operating rlsvenues on the consolidated statements of income. A corresponding 
expense for the amortization of the storm reserve deficiency is shown as a separate line on the consolidated statements of 
income. FPL is working with the FPSC staff and its financiial advisors to comlplete the issuance of the bonds. 

In its May 2006 decision, the FPSC applied a different st,andard for recovery of 2005 storm costs than was used for the 2004 
storm costs. Accordingly, the FPSC made certain adju!;tments and disall'owances to amounts sought to be recovered by 
FPL. In addition, the FPSC allowed FPL to recover interest on 2005 storm restoration costs. These adjustments and 
disallowances reduced FPL Group's and FPL's net inccime for the year ended December 31, 2006 by approximately $27 
million, reduced FPL Group's and FPL's storm reserve doficiency by approximately $33 million and reduced FPL Group's and 
FPL's property, plant and equipment by approximately $1 'i million. 

lmpairment of Long-Lived Assets - FPL Group evaluates on an ongoing basis the recoverability of its assets for impairment 
whenever events or changes in circumstances indicate that the carrying amount may not be recoverable as described in 
FAS 144, "Accounting for the Impairment or Disposal of Long-Lived Assets." See Note 5. 

Goodwill and Other Intangible Assets - FPL Group's goodwill and other intangible assets are as follows: 

Goodwill: 
Merchant reporting unit 
Wind reporting unit 

Total goodwill 

Other intangible assets: 
Purchase power agreements 
Customer lists 
Other, primarily transmission and land rights, permits arid licenses 

Total 
Less accumulated amortization 
Total other intangible assets - net 

Weighted Average 
Useful Lives 

(Years) 
December 31, 

2006 2005 
(millions) 

$ 72 $ 72 

$ 89 $ 72 

-- 

17 -- - 
17 
8 

30 

$ 59 $ 41 
29 29 
58 53 

146 123 
-- 

39 21 
$ 107 $ 102 
-- -- 

FPL Energy has recorded goodwill in its merchant reporting unit related to this acquisition of Gexa Corp. in 2005 and in its wind 
reporting unit related to the acquisition of a wind modeling and analysis business in 2006. The acquisitions were accounted for 
using the purchase method of accounting. FPL Energy'!; other intangible assets are amortized, primarily on a straight-line 
basis, over their estimated useful lives. For the years ended December 31,2006,2005 and 2004, amortization expense was 
approximately $12 million, $8 million and $13 million, respectively, and is expected to be approximately $12 million, $11 million, 
$10 million, $10 million and $10 million for 2007, 2008, 2009, 2010 and 201 1, respectively. 

FPL Energy's goodwill and other intangible assets are included in other assets on FPL Group's consolidated balance 
sheets. In accordance with FAS 142, "Goodwill and Other Intangible Assets," goodwill is assessed for impairment at least 
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annually by applying a fair value-based test. Other intangible assets are periodically reviewed when impairment indicators are 
present to assess recoverability from future operations using undiscounted 'future cash flows in accordance with FAS 144. 

Stock-Eased Compensation - On January 1,2006, FPL Group adopted FA,S 123(R), "Share-Based Payment." The statement 
requires costs related to share-based payment transactions to be recognized in the financial statements based on grant-date 
fair value. Because FPL Group adopted the fair valulb recognition provisions of FAS 123, "Accounting for Stock-Based 
Compensation," on January I, 2004, the adoption of FAS 123(R) did not have a significant effect on FPL Group's financial 
statements. See Note 12 - Stock-Based Compensation. 

Retirement of Long-Term Debt - Gains and losses that i-esult from differences in FPCs reacquisition cost and the book value 
of long-term debt which Is retired are deferred and amortized to interest ex,pense ratably over the remaining life of the original 
issue, which is consistent with its treatment in the ratemaking process. FPL. Group Capital Inc (FPL Group Capital) recognbes 
as expense any such excess at time of retirement. 

lncome Taxes - Deferred Income taxes are provided on all significant temporary differences between the financial statement 
and tax bases of assets and liabilities. In connection with the tax sharing agreement between FPL Group and its subsidiaries, 
the income tax provision at each subsidiary reflects the use of the "separate! retum method," except that tax benefits that could 
not be utilized on a separate retum basis, but are utilized on the consolidated tax return, are recorded by the subsidiary. Any 
remaining consolidated income tax benefits or detrimerits are recorded at the corporate level. Included in other regulatory 
assets on FPL Group's and FPL's consolidated balanco sheets is the revenue equivalent of the difference in accumulated 
deferred income taxes computed under FAS 109, "Accounting for Income Taxes," as compared to regulatory accounting 
rules. This amount totaled $26 million and $23 million at December 31, 2006 and 2005, respectively, and is being amortized in 
accordance with the regulatory treatment over the estimated lives of the as.sets or liabilities for which the deferred tax amount 
was initially recognized. Investment tax credits (ITC) for IFPL are deferred and amortized to income over the approximate lives 
of the related property in accordance with the regulatoq, treatment. At December 31, 2006 and 2005, the ITC amount was 
approximately $46 million and $62 million, respectively, and is included in other regulatory liabilities on FPL Group's and FPL's 
consolidated balance sheets. Production tax credits (PTCs) are recognized as wind energy is generated based on a per kwh 
rate prescribed in applicable federal and state statutes;. PTCs generated by certain wind operations of FPL Energy are 
recorded as a reduction of current income taxes payable, unless limited tiy tax law in which instance they are recorded as 
deferred tax assets. A valuation allowance is recorded ta reduce the carrying amounts of deferred tax assets unless it is more 
likely than not that such assets will be realized. Accruals for estimated losst3s from federal and state income tax contingencies 
are established when it is probable that an income tax liability has been incurred and the amount of such loss is reasonably 
estimable. See Note 6. 

' 

' 

Guarantees - FPL Group and FPL each account for payment guarantees and related contracts, for which it or a subsidiary is 
the guarantor, under FIN 45, "Guarantor's Accounting and Disclosure Requirements for Guarantees Including Indirect 
Guarantees of Indebtedness of Others," which requires that the fair value of guarantees provided to unconsolidated entities 
entered into after December 31,2002 be recorded on the balance sheet. See Note 16 - Commitments. 

Variable Merest Entities (VIES) - FIN 46, "Consolidation of Variable lntercrst Entities," as revised (FIN 46(R)), requires FPL 
Group and FPL to assess the variable interests they hold and determine if those entities are VIES. See Note 9. 

2. Merger 

In December 2005, FPL Group and Constellation Energy Group, Inc. (Constellation Energy) entered into an agreement and 
plan of merger. As a result of continued uncertainty over regulatory and judicial matters in Maryland, on October 24, 2006, 
FPL Group and Constellation Energy mutually agreed to terminate the proposed merger. No termination fee is payable under 
the termination agreement unless Constellation Energy agrees with another party to a comparable transaction on or prior to 
September 30, 2007, in which case a fee will be payable to FPL Group by Constellation Energy. FPL Group recorded 
approximately $23 million of merger-related costs in 2006 including the write-off of previously capitalized transaction costs. 

3. Employee Retirement Benefits 

Employee Benefit Plans end Other Postretirement Plan - FPL Group sponsors a qualified noncontributory defined benefit 
pension plan for substantially all employees of FPL Group and its subsidiaries, including Duane Arnold since January 
2006. FPL Group allocates net periodic pension benefit income to its subsidiaries based on the pensionable earnings of the 
subsidiaries' employees. FPL Group also has a supplemental executive retirement plan (SERP). See Supplemental 
Retirement Plan below. FPL Group allocates net periodic SERP benefit costs to its subsidiaries based upon actuarial 
calculations by participant. In addition to pension benefits, FPL Group sponsors a contributory postretirement plan for health 
care and life Insurance benefits (other benefits) for retirees of FPL Group and its subsidiaries meeting certain eligibility 
requirements. FPL Group allocates other benefits net periodic benefit costs to its subsidiaries based upon the number of 
eligible employees at each subsidiary. 
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Implementation of FAS 158, "Employers' Accounting for Defined Benefit Pension and Other Postretirement Plans" - Effective 
December 31, 2006, FPL Group adopted the recognition and disclosure provisions of FAS 158, which requires the reporting of 
previously unrecognized actuarial gains and losses, prior service costs or credits and transition assets or obligations on the 
balance sheet as part of accumulated other comprehensive income. Since FPL Group is the plan sponsor, and its subsidiaries 
do not have separate rights to the plan assets or direct obligations to :their employees, the results of implementing the 
recognition and disclosure provisions of FAS 158 are reflocted at FPL Group and not allocated to the subsidiaries. The portion 
of previously unrecognized actuarial gains and losses, prior service costs or credits and transition assets or obligations that are 
estimated to be allocable to FPL as net periodic benefit (income) cost in future periods is classified as regulatory assets and 
liabilities at FPL Group in accordance with regulatory treatment as required by FAS 71. 

As a result of implementing the recognition and disclosure provisions of FAS 158 as of December 31, 2006, FPL Group's 
consolidated balance sheet line items were increased by i:he following amounts (millions): 

Assets: 
Current assets 

Other assets 

Regulatory assets -other 
Other 

Pension plan assets - net 
Regulatory assets - other 

, 

Total assets 

$ 3  
5 

71 3 
44 

$ 765 
- - 

Capitalization and liabilities: 
Common shareholders' equity (accumulated OCI) 
Current liabilities 

Regulatory liabilities - pension 
Other 

Other liabilities and deferred credits 
Accumulated deferred income taxes 
Regulatory liabilities - pension 
Other 

Total capitaliz,ation and liabilities 

$ ,98 

17 
30 

64 
53 I 
25 

$ 765 
- - 

Benefit Obligations - FPL Group uses a measurement date of September 301 for its pension and other benefits plans. FAS 158 
requires that FPL Group measure plan assets and liabilities as of its year end no later than December 31,2008. The following 
table provides a reconciliation of the changes in the benefit obligations of the plans: 

Obligation at October 1 of prior year 
Service cost 
Interest cost 
Participant contributions 
Plan amendments 
Duane Arnold acquisition 
Actuarial (gains) losses - net 
Benefit payments 

Obligation at September 30 

$ 1,599 $ 1,581 $ 435 $ 468 
51 52 6 8 
87 87 23 25 

4 5 

6 
9 (1 1 

38 
(36 1 (27 1 (12) (42) 

(117) (103) (37) (29) 
$ 1,621 $ 1,599 $ 425 $ 435 -- -- 

' I )  Primarily relater to union negotlated credits, Internal Revenue Code (IRC) transfers and various SERP changes. 

FPL Group's accumulated benefit obligation, which inclucles no assumption about future compensation levels, for its pension 
plans at September 30, 2006 and 2005 was $1,573 million and $1,548 million, respectively. 

The following table provides the weighted-average assumptions used to determine benefit obligations for the plans. These 
rates are used in determining net periodic benefit cost in the following year. 

Pension Benefits Other Benefits 
2006 2005 2006 2005 - - - -  

Discount rate 
Rate of compensation increase 

5.85% 5.50% 5.90% 5.50% 
4.00% 4.00% 4.00% 4.00% 

An 8% annual rate of increase in the per capita cost of covered medical benefits and a 10% annual rate of Increase in the per 
capita cost of covered prescription drug benefits was assumed for 2007. Thle rates are assumed to decrease gradually to 5% 
by 2013 and 2017 for medical and prescription drug benefits, respectively, anld remain at that level thereafter. Assumed health 
care cost trend rates have an effect on the amounts reported for postretirement plans providing health care benefits. An 
increase or decrease of one percentage point in assumed health care cost ltrend rates would have a corresponding effect on 
the other benefits accumulated obligation of approximately $7 million and $6 million, respectively, at September 30, 2006. 
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Plan Assets - The following table provides a reconciliation of the fair value of assets of the plans. Employer contributions and 
benefits paid in the table below include only those amounls contributed directly to, or paid directly from, plan assets. 

Pension Benefits Other Benefits -- 2006 2005 -- 2006 2005 
(millions) 

Fair value of plan assets at October 1 of prior year 
Actual return on plan assets 
Employer contributions 1.) 
Transfers for retiree medical expenses Ib) 

Duane Arnold acquisition 
Participant contributions 
Benefit payments 

Fair value of plan assets at September 30 

$ 3,120 $ 2,907 $ 49 $ 50 
250 331 1 2 
I 6 30 21 

(24) (21 1 
13 

5 5 
(117) (103) (37) (29) 

$ 3,243 $ 3,120 $ 48 $ 49 -- - 
") 

fb) 

, 

FPL's portlon of contrlbutlons related to other beneRts was $27 mlllkln and $ l a  million for tho years ended December 31.2006 and 2005, respectively. 
Represents amounts that were transferred from the qualmad pen!ilon plan as reirnbunernent for eligible retiree medlcal expenses paid by FPL Group 
pursuant to the provlslons of the IRC. 

FPL Group's current investment policy for the pension plan recognizes thle benefit of protecting the plan's funded status, 
thereby avoiding the necessity of future employer contribiAions. Its broad olbjectives are to achieve a high rate of total return 
with a prudent level of risk taking while maintaining sufficient liquidity and idiversification to avoid large losses and preserve 
capital. 

FPL Group's pension plan fund has a strategic asset allocation that currently targets a mix of 45% equity investments, 45% 
fixed income investments and 10% convertible bonds. The fund's investment strategy emphasizes traditional investments, 
broadly diversified across the global equity and fixed income markets, utilizing a combination of different investment styles and 
vehicles. The pension fund's equity investments include direct equity holdings and assets classified as equity commingled 
vehicles. Similarly, its fixed income investments include direct debt security holdings and assets classified as debt security 
cornmingled vehicles. These equity and debt security commingled vehicles Include common and collective trusts, pooled 
separate accounts, registered investment companies or other forms of pooled investment arrangements. 

' 

With regard to its other benefits plans, FPL Group's policy is to fund claim; as incurred during the year through FPL Group 
contributions, participant contributions and plan assets. The other benefits plans' assets are invested with a focus on assuring 
the availability of funds to pay benefits while maintaining sufficient diversification to avoid large losses and preserve 
capital. The other benefits plans' fund has a strategic asset allocation that currently targets a mix of 60% equity investments 
and 40% fixed income investments. The fund's investment strategy emphasizes traditional Investments, diversified across the 
global equity and fixed income markets. The fund's equity investments are comprised of assets classified as equity 
commingled vehicles. Similarly, its fixed income investmemts are comprised of assets classified as debt security commingled 
vehicles. These equity and debt commingled vehicles include common and collective trusts, pooled separate accounts, 
registered investment companies or other forms of pooled investment arrangc~ments. 

At September 30, the asset allocation for FPL Group's perlsion and other benlefits funds were as follows: 

Other Benefits 

Asset Category 
Eauitv 
Equity commingled vehicles 
Debt securities 
Debt security commingled vehicles 
Convertible bonds 
Total 

Pension Fund Fund 
2006 2005 2006 2005 ---- 

12% 12% -% 36% 
35 39 66 21 
26 30 1 
19 19 34 42 

- 8 --- 
100% 100% 100 % 2% - 
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Funded Status - The following table reconciles the funded status of the plans to the amounts on the consolidated balance 
sheets: 

Fair value of plan assets 
Benefit obligation 
Funded status at September 30 
Unrecognized prior service (benefit) cost 
Unrecognized transition obligation 
Unrecognized (gain) loss 
Other 
Prepaid (accrued) benefit cost at FPL Group at December 31 
Prepaid (accrued) benefit cost at FPL at December 31 

Pension Benefits Other Benefits 
2006 2005 2006 2005 

(millions) 

$ 3,243 $ 3,120 $ 48 $ 49 

-- -- 
(1,621 ) (1,599) (425) (435) 
1,622 1,521 (377) (386) 

25 
(644 1 43 

(14) 

FPL Group's and FPL's prepaid (accrued) benefit cost shown above are included in the consolidated balance sheets as 
follows: 

FPL Group FPL 
Pension Beinefits Other Benefits Pension Benefits Other Benefits 
2006 ;!005 2006 2005 2006 2005 2006 2005 

(millions) 
- -------- 

Pension plan assets - net 
Accrued benefit cost included 

in other liabilities 
Intangible asset included 

in other assets 
Accumulated other 

comprehensive income 
Prepaid (accrued) benefit cost 

at December 31 

$1,608 $ 849 $ - $ - $ 857 $ 802 $ - $ - 
(12) (14) (371) (308) (6 1 (5) (286) (282) 

3 1 

2 - -------- 
$1,596 $ 840 $ (371) $ (308) $ 851 $ 798 $ (286) $ (282) - I- 

FPL Group's unrecognized amounts included in accumulated other comprehensive income (loss) yet to be recognized as 
components of prepaid (accrued) benefit cost are as follwvs; 

December 31,2006 
Pension Other 
Benefits Benefits 

(millions) 
Components of accumulated other comprehensive income!: 

Unrecognized prior service benefit (cost) 
(net of $1 tax expense) 

Unrecognized transition obligation 
(net of $1 tax benefit) 

Unrecognized gain (loss) 
(net of $63 tax expense and $4 tax benefit, respectively) 

Total I*) 

100 ( I )  
$ 101 $ (3) 

(a) Approximately $4 million of gains will be reclassified into earnings wkhin the next 12 months. 
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FPL Group’s unrecognized amounts included in regulatory assets (liabilitlies) yet to be recognized as components of net 
prepaid (accrued) benefit cost are as follows: 

December 31 I 2006 
Regulatory 

Regulatory Assets 
Liabilities fSERP and 
(Pension1 ‘ Other) 

(millions) 
Unrecognized prior service (benefit) cost 
Unrecognized transition obligation 
Unrecognized (gain) loss 
Total 

$ (IO) $ 2 
17 

(.I Approximately $3 million of prior servke beneffts and $14 million of gtins will be reclassified into eamlngs within tne ned 12 months. 
(b) Approximately $3 mllllon of transition obligations will be reclassiflea in:o earnings withln the ncuct 12 months. 

Expected Cash Flows - In December 2006, $26 million was transferred from the qualified pension plan as reimbursement for 
eligible retiree medical expenses paid by FPL Group during the year pursuant to the provisions of the IRC. FPL Group 
anticipates paying approximately $29 million for eligible retiree medical expenses on behalf of the other benefits plan during 
2007 with substantially all amounts being reimbursed through a transfer of assets from the qualified pension plan pursuant to 
the provisions of the IRC. 

The following table provides information about gross benefit payments expected to be paid by the plans for each of the 
following calendar years: 

Pension Other 
Benefits Benefits 

(millions) 

2007 
2008 
2009 
2010 
201 1 
201 2-201 6 

$ 123 $ 37 
$ 129 $ 39 
$ 137 $ 40 
$ 140 $ 40 
$ 146 $ 39 
$ 759 $ 176 

Net Periodic Cost -The following table provides the components of net periodic benefit (income) cost for the plans: 

Service cost 
Interest cost 
Expected return on plan assets 
Amortization of transition (asset) obligation 
Amortization of prior service benefit 
Amortization of (gains) losses 
Other 
Net periodic benefit (income) cost at FPL Group 
Net periodic benefit (income) cost at FPL 

Pension Benefits Other Benefits 
Years Ended December 31, Years Ended December 31, 
2006 2005 2004 2006 2005 2004 

(millions) 

$ 5 1  $ 5 2  $ 5 2  $ 6 $ 8 $ 8 
86 87 84 23 25 27 

(4 1 
3 3 

4 5 

- - - - - - -  

(3 ) (213) (211) (207) (3) 
(23 1 4 

(5 1 (5 ) (5 ) 
(16) (15) (21 1 

3 
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The following table provides the weighted-average assumptions used to determine net periodic benefit (income) cost for the 
plans: 

Discount rate 
Salary increase 
Expected long-term rate of return ('I 

5.50% 5.50% 5.50% 5.50% 5.50% 5.50% 
4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 
7.75% 7.75% 7.75% 7.75% 7.75% 7.75% 

(8) in developing the expected long-ten rate of mtum on assets assumption for Its plans, FPI. Gmup evaluated input from Its actuaries as well as information 
available in t h  marketplace. FPL Gmup considered the 10-year anll 20-year historical median returns for a porffdlo with an equitylbond asset mix similar to 
Its funds. FPL Gmup also considered its funds' historical compounded returns. No speciflc adjustments were made to reflect expectations of future returns. 

Assumed health care cost trend rates have an effect on the amounts reported for postretirement plans providing health care 
benefits. An increase or decrease of one percentage point in assumed health care cost trend rates would have affected the 
total service and interest cost recognized at September 30, 2006 by less than $1 million. 

Supplemental Retirement Plan - FPL Group has a SERP which includes a rion-qualified supplemental defined pension benefit 
component that provides benefits to a select group of management and liighly compensated employees. The cost of this 
SERP component is included in the determination of net periodic benefit income for pension benefits in the preceding tables 
and was not material to FPL Group's financial statements for the years ended December 31, 2006, 2005 and 2004. The 
projected benefit obligation is included in the pension benefits obligation in the preceding tables and amounted to $12 million 
and $21 million for FPL Group at December 31, 2006 ancl 2005, respectively. Further, the accumulated benefit obligation was 
$6 million and $13 million for FPL Group ($5 million and $15 million for FPL) at December 31,2006 and 2005, respectively. 

FPL Group established a trust to provide assets that may be used for the benefits payable under the non-qualified 
supplemental defined benefit pension component of the SERP. The trust is irrevocable and, although subject to creditors' 
claims, assets contributed to the trust can only be used to pay such benefits with certain exceptions. These assets are 
included in other investments on the consolidated balance sheets and amounted to $5 million for FPL Group ($3 milllon for 
FPL) at both December 31,2006 and 2005. 

Employee Contribution Plans - FPL Group offers employee retirement savings plans which ailow eligible participants to 
contribute a percentage of qualified compensation through payroll deducticins. FPL Group makes matching contributions to 
participants' accounts. Defined contribution expense pursuant to these plans was approximately $32 million, $27 million and 
$27 million for FPL Group ($26 million, $25 million and !623 million for FPL.) for years ended December 31, 2006, 2005 and 
2004, respectively. See Note 12 - Employee Stock Ownership Plan (ESOP). 

4. Derivative Instruments 

' 

Derivative instruments, when required to be marked to market under FAS 133, "Accounting for Derivative Instruments and 
Hedging Activities," as amended, are recorded on FPL Group's and FPL's c:onsolidated balance sheets as either an asset or 
liability measured at fair value. 

FPL Group's and FPL's mark-to-market derivative instnment assets (liabilities) are included in the consolidated balance 
sheets as foliows: 

FPL Group FPL 
December 31, December 31, 

2006 2005 2006 2005 
frnillions) 

- - - - -  
Current derivative assets 
Other assets 
Current derivative liabilities 
Other liabilities 
Total mark-to-market derivative instrument 

assets (liabilities) $ (797) $ 286 $ (777) $ 828 

FPL Group and FPL use derivative instruments (primarily swaps, options and forwards) to manage the commodity price risk 
inherent in the purchase and sale of fuel and electricity, as well as interest rate risk associated with long-term debt. In addition, 
FPL Group uses derivatives to optimize the value of power generation assets. At FPL, substantially all changes in fair value 
are deferred as a regulatory asset or liability until the contracts are settled. Upon settlement, any gains or losses are passed 
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through the fuel clause or the capacity clause. For FPI. Group's non-rate regulated operations, predominantly FPL Energy, 
essentially all changes in the derivatives' fair value for power purchases and sales and trading activities are recognized on a 
net basis in operating revenues; fuel purchases and s'ales are recognkied on a net basis in fuel, purchased power and 
interchange expense: and the equity method investees' related activity is recognized in equity in earnings of equity method 
investees in FPL Group's consolidated statements of income unless hedgie accounting is applied. While substantially all of 
FPL Energy's derivative transactions are entered into for the purposes described above, hedge accounting is only applied 
where specific criteria are met and it is practicable to do so. In order to apply hedge accounting, the transaction must be 
designated as a hedge and it must be highly effective in offsetting the hedged risk. Additionally, for hedges of commodity price 
risk, physical delivery for forecasted commodity transactions must be probable. FPL Group believes that where offsetting 
positions exist at the same location for the same time, the transactions alre considered to have been netted and therefore 
physical delivery has not occurred. Transactions for which physical delivery is deemed to have not occurred are presented on 
a net basis. Generally, the hedging instrument's effectivcsness is assessed utilizing regression analysis at the inception of the 
hedge and on at least a quarterly basis throughout its life. 

At December 31, 2006, FPL Group had cash flow hedges with expiration dates through December 201 1 for energy contract 
derivative instruments, and interest rate cash flow hedges with expiration dates through November 2019. The effective portion 
of the gain or loss on a derivative instrument designated as a cash flow lhedge is reported as a component of OCI and is 
reclassified into earnings in the perlod(s) during which the transaction behg hedged affects earnings. The ineffective portion 
of net unrealized losses on these hedges flows through earnings in the current period and amounted to $31 million, $33 million 
and $7 million for the years ended December 31, 2006, 2005 and 2004, respectively. Settlement gains and losses are 
included within the line items in the statements of income to which they relate. 

Unrealized mark-to-market gains (losses) on derivative transactions for both consolidated subsidiaries and equity method 
investees are as follows: 

Consolidated subsidiaries 
Equity method investees 

Years Ended December 31, 
2006 2005 2004 

(millions) 

173 $ (191) $ (23) 
(24) 1 $ 13 

5. Restructuring and Impairment Charges 

FPL Energy - During the fourth quarter of 2006, FPL Energy recorded an impairment charge of approximately $8 million ($4 
million after-tax), related to a coal plant in California, the fair value of which was determlned based on a discounted cash flow 
analysis. The impairment charge is related to unfavorable inarket pricing and accelerated equipment deterioration due to a design 
flaw in the steam boiler and fluctuations in output requirements. 

During 2005, FPL Energy recorded a net gain of approximately $13 million ($8 million after-tax) related to the termination of a gas 
supply contract at one of its investments in joint ventures. 'The gain is included in equity in earnings of equity method investees in 
FPL Group's consolidated statements of income. This agreement was terminated in connection with an amended power purchase 
agreement that allows the investee to source power from the wholesale market. 

Restructuring charges in 2004 reflect contract restructuiing to take advanltage of changed market conditions. FPL Energy 
recorded a net gain of approximately $52 million ($31 million after-tax) related to the termination of a gas supply contract and a 
steam agreement at one of its investments in joint ventures. These agreements were terminated in connection with an amended 
power purchase agreement that allows the investee to source power from the wholesale market. In addition, FPL Energy recorded 
an impairment loss of approximately $47 million ($29 milliorl after-tax) to write clown its investment in a combined-cycle power plant 
in Texas to its fair value as a result of agreeing to sell its Merest in the project. The sale was completed in the second quarter of 
2004. The results of the above transactions are retlectsd in equity in earnings of equity method investees in FPL Group's 
consolidated statements of income. Also in 2004, FPL Energy restructured a steam sales agreement on a natural gas-fired facility 
in Pennsylvania due to a downturn in market conditions where the plant is operating. The restructuring resulted in a loss of 
approximately $81 million ($48 million after-tax) which includes the write-off of an auxiliary boiler of approximately $33 million and a 
$48 million contract termination payment which was included in other current liabilities on FPL Group's consolidated balance sheet 
at December 31,2004 and was paid in 2005. 

Corporate and Other - In light of recent significant changes in the busirless climate, FPL FiberNet, LLC (FPL FiberNet) 
performed an impairment analysis in the fourth quarter of 2006 and concluded that an impairment charge related to its 
metropolitan (metro) market assets, primarily property, plant and equipment and inventory, was necessary. The business 
climate changes include customer consolidations, migration to a more efficient form of networking technology and lack of future 
benefits to be achieved through competitive pricing, all of which have a negative impact on the value of FPL FiberNet's metro 
market assets. While the metro market business is expected to continue to generate positive cash flows, management's 
expectation of the rate of future growth in cash fl~iw has been reduced as a result of these business climate 
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changes. Accordingly, FPL FiberNet recorded an impairment charge of $98 million ($60 million after-tax) based on a 
discounted cash flow analysis. 

6. Income Taxes 

The components of income taxes are as foliows: 

Federal: 
Current 
Deferred 
ITC 

State: 
Total federal 

Current 
Deferred 

Total state 
Total Income taxes 

Years End 
mnc 

$ 4 $ 26 $ (207) $ 360 $ (80)  (125) 

376 (16) 234 (10) 469 (20) (16) 12 445 (19) (20) 490 - - - - - - -  364 24'1 242 356 346 345 

15 (6;') 66 53 (24 ) 
,- 18 lor! (36) 15 '86. - 64 

33 4'1 30 68 62 64 
$ 397 $ 282 $ 272 $ 424 $ 408 $ 409 
- - . - - - -  - - . - - - -  

A reconciliation between the effective income tax rates and the applicable statutory rates is as follows: 

Statutory federal income tax rate 
Increases (reductions) resulting from: 

State income taxes - net of federal income tax benefit 
Allowance for other funds used during construction 
Amortization of ITC 
PTCs - FPL Energy 
Manufacturers' deduction 
Amortization of deferred regulatory credit - income taxes 
Adjustments of prior years' tax matters 
Other - net 

Effective income tax rate 

FPL Group 
Years Ended December 31, 

2006 __ 2005 - 2004 - 
ED1 
I r L  

Years Ended December 31, 
2006 2005 2004 - - -  

. .  
0.1 - 0.3 - - (0.6) - (0.4) -- '0.3' 

23.7% a% 3%' 3% 35.3% 35.3% - 
The income tax effects of temporary differences giving rise to consolidated deferred income tax liabilities and assets are as 
follows: 

FPL Group FPL 
December 31, December 31, 

2006 2005 2006 2005 - - - -  
Deferred tax liabilities: 

Property-related 
Investment-related 
Pension 
Deferred fuel costs 
Storm reserve deficiency 
Other 

Total deferred tax liabilities" 

Deferred tax assets and valuation allowance: 
Decommissioning reserves 
Postretirement benefits 
Net operating loss carryforwards 
Tax credit carryforwards 
ARO and asset removal cost 
Other 
Valuation allowance 

Net deferred tax assets 
Net accumulated deferred income taxes 

$ 4,663 
164 
617 

56 
31 I 
41 3 

6,224 

277 
383 

80 
509 
81 5 
764 
(36) 

2,792 
$ 3432 I 

- - 

(millions) 

$ 4.338 $ 3,293 
177 
324 330 
406 56 
417 31 1 
347 138 

6,009 4,128 
- -  - -  

268 277 
130 125 
679 
404 
803 725 
931 429 

(35) - 
3.180 1,556 

$ 2,829 $ 2,572 
- -  - -  

$ 3,176 

310 
406 
41 7 
156 

4,465 

268 
120 
381 

725 
428 

1,922 
$ 2,543 

- 

- 
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Deferred tax liabilities associated With property-related and investment-related assets reflect additional first year depreciation as 
allowed by tax legislation. During 2006, 2005 and 2004, FlPL Group recognhed net tax benefts of approximately $36 million, $25 
million and $30 million, respectively, primarily related to certain state tax benefits resulting from the growth of FPL Energy 
throughout the United States and, in 2004, from the resolution of various tax issues. Valuation allowances for 2006 and 2005 
relate to the deferral of PTCs and operating loss canyforwards. 

Deferred tax assets and liabilities are included in the consolidated balance shelets as follows: 

FPL Group FPL 
December 31, December 31, 

2006 2005 2006 2005 
(millions) 

- - - -  
Other current assets 
Other current liabilities 
Accumulated deferred income taxes 
Net accumulated deferred income taxes 

$ 1 $ 223 4 - $ 104 1 

1 11 
3,432 3 052 2,561 2 647 

$ 3,432 $ 2,829 $ 2,572 $ 2,543 - - - -  
The components of FPL Group's deferred tax assets relating to net operating loss canyforwards and tax credit canyforwards at 
becember 31,2006 are as follows: 

I 
ExDiration 

Amount Dates 
(millions) 

$ 80 2007-2026 - Net operating loss carryforwards - state 

Tax credit carryforwards: 

Total tax credit canyforwards 

In June 2006, the FASB issued FIN 48, "Accounting for Uncertainty in Income Taxes - an interpretation of FASB Statement No. 
109." The interpretation prescribes a more-likely-than-not recognition threshold and establishes measurement requirements for 
financial statement reporting of an entity's income tax ptmition. The interprietation is effective for fiscal years beginning after 
December 15,2006. FPL Group and FPL are currently evaluating the impact ad FIN 48. 

Federal 
State 
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7. Comprehensbe Income 

The following table provides the components of comprehensive income and ;accumulated other comprehensive income (loss): 

Balances, December 31,2003 
Net Income of FPL Group 
Net unrealized galns (losses) on commodity cash Row hedgss: 

Net unrealized gains (losses) on lnterea rate cash flow hedges: 

Effectlva portion of net unrealized losses 

Effective portion of net unrealized l o w s  

Reclasslflcaion from OCI to net Income 

(net of $40 tax benefit) 

(net of $4 tax benefit) 

(net of $5 tax expense) 
, Net unrealized galns on avallable for sale securities 

(net of $4 tax expanse) 
Balances, December 31.2004 

Net Income of FPL Group 
Net unrealized gains (losses) on commodity cash flow hedges: 

E M v e  portion of net unrealized lossas 

ReciasslRcaion from OCI to net Income 

EfkcUve portion of net unrealhed gains 

Reclassiikatlon from OCI to net Income 

Net unrealized losses on avallable for sale securltks 
(net of $0.4 tax benefit) 

SERP llabllky adjustment 
(net of $2 tax expense) 

Balances, December 31,2005 
Net Income of FPL Gmup 
Net unrealized galns (losses) on commodity cash flow hedges: 

(net of $143 tax benefit) 

(net of $37 tax expanse) 

(net of $3 tax expense) 

(net of $1 tax expense) 

Net unrealized galns (losses) on Interest rate cash flow hedges: 

Ehctlve portion of net unrealized gain 

ReclassiRcation from OCI to net income 

Net unrealized galns (losses) on Interest rata cash now hedges: 
Raclasslficaton from OCI to net income 

Net unrealized galns on available for sale securities 
(net of $12 tax expense) 

SERP llabllky adjustment 
(net of $1 tax expanse) 

DeRned benefit pension and other benefit plans 
(net of $59 tax expense) 

(net of $106 tax expense) 

(net of $23 tax expanse) 

(net of $0.6 tax expense) 

Balances, December 31,2005 

Accumulated 
Other Comprehensive Income (Loss) - 

Net Unrealized 
Gains (Losses) Pension and 

Comprehenslve Net On Cash Other - -  income FlowHedges Benefits Other Totel Income 
(millions- - 

$ 1,281 

4 

2 

155 

34 

1 

5 - $  1 4 $  4 
$ 895 

- (5) 

- 10 

7 7 7 
21 (46) $ 846 

$ 901 

-- - 

- (209) 

- 55 

2 2 2 
22 (183) 5 754 

$ 1.281 

--- - 

- 155 

- 3 4  

155 

34 

1 1 

19 1s 19 

1 1 1 

98 98 L 
$ 98@)= $ 1,491 --- 

(I) Approximately $19 mllllon of losses Included in FPL Group's accumulated other comprehensive iiicome at December 31,2006 will be reclassified Into earnings within the 
next 12 months as e h r  the hedged fuel Is consumed, electrlcky is sold or Interest payments are made. Such amount assumes IK) change In fuel prices, power piices 
or Interest rates. 

m) Approxlmately $4 mllllon of galns lnduded In FPL Group's accumulated other comprehensive Income at December 31, 2006 wUI be redasslRed into earnlngs within the 
next 12 months. 

8. Jointly-Owned Electric Plants 

Certain FPL Group subsidiaries own undivided interests in the jointly-owned facilities described below, and are entitled to a 
proportionate share of the output from those facilities. FPL and FPL Energy are responsible for their share of the operating 
costs, as well as providing their own financing. Accordingly, each subsidiary includes its proportionate share of the facilities 
and related revenues and expenses in the appropriate bal,ance sheet and income statement captions. FPL Group's and FPL's 
share of direct expenses for these facilities are included in fuel, purchased power and interchange, other operations and 
maintenance, depreciation and amortization and taxes other than income taxes on FPL Group's and FPL's consolidated 
statements of income. 
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FPL Group's and FPL's proportionate ownership interest in jointly-owned fac;ilities is as follows: 

FPL: 
St. Lucie Unit No. 2 
St. Johns River Power Park units and 

coal terminal 
Scherer Unit No. 4 
Transmission substation assets located 

FPL Energy: 
Duane Arnold ('I 
Seabrook 
Wyman Station Unit No. 4 

in Seabrook, New Hampshire 

- December 31,2006 

-- Interest -- lnvestrnent Depreciation in Progress 
Gro!ss Accumulated Construction Work Ownership 

(millions) 

85 '% $ 1,196 $ 766 $ 141 

20% $ 330 $ 202 $ 5  
76 '% $ 5'91 $ 373 $ -  

08.23% $ 30 $ 11 $ -  

70 'K $ 344 $ 17 $ 16 
88.23% $ 948 $ 185 $ 23 
65.10'K $ '70 $ 28 $ 1  

b) in January 2006, FPL Energy purchased a 70% interest In Duane Aniold, a nuclear power plant, for a net purchase prlce of approximately 5350 miillon. The other 
signiflcant assah acquired and liabilities assumed Include nudear fuld and inventory, as well as carlain funds and obligations related to nuclear decommissioning 
of the plant 

9. Variable Interest Entities 

FIN 46(R) requires the consolidation of entities which are determined to be VIES when the reporting company determines that 
it will absorb a majority of the VIE'S expected losses, receive a majority of the VIES residual returns, or both. The company 
that is required to consolidate the VIE is called the primary beneficiaor. Conversely, the reporting company would not 
consolidate VIES in which it has a majority ownership interest when the company is not considered to be the primary 
beneficiary. Variable interests are contractual, ownership or other monetary interests in an entity that change as the fair value 
of the entity's net assets, excluding variable interests, change. An entity is considered to be a VIE when its capital is 
insufficient to permit it to finance its activities without additional subordinated financial support or its equity investors, as a 
group, lack the characteristics of having a controlling finaricial interest. FPL Group has two VIES which it consolidates. 

In April 2006, the FASB issued FSP FIN 46(R)-6, "Determining the Variability to Be Considered in Applying FASB 
Interpretation No. 46(R)," which states that the Variability to be considered when applying FIN 46(R) to determine whether an 
entity is a variable interest entity should be based on an isnalysis of the design of the entity which entails analyzing the nature 
of the risks in the entity and determining the purpose for which the entity was created and determining the variability the entity 
is designed to create and pass along to its interest holders. The role of a contract or arrangement in the design of the entity, 
regardless of its legal form or accounting classification, shall dictate whether that interest should be treated as creating or 
absorbing variability for the entity. The effective date of FSP FIN 46(R)-6 was July I, 2006 and was applied 
prospectively. The adoption of FSP FIN 46(R)-6 did not have a significant irnpact on the financial statements of FPL Group or 
FPL. 

FPL - FPL consolidates a VIE from which it leases nuclaar fuel for its nucllear units. For ratemaking purposes, these leases 
are treated as operating leases. For financial reporting, the cost of nuclear fuel is capitalized and amortized to fuel expense on 
a unit of production method except for the Interest component, which is recorded as interest expense. These charges, as well 
as a charge for spent nuclear fuel, are recovered through the fuel clause. FPL makes quarterly payments to the lessor for the 
lease commitments. The lessor has issued commercial paper to fund the prixurement of nuclear fuel and has established two 
revolving credit facilities to support its commercial paper program. FPL has provided an unconditional guarantee of the 
payment obligations of the lessor under the credit facilities. Under certain lease termination circumstances, the associated 
debt ($221 million at December 31, 2006), which was recorded in commerclal paper on FPL Group's and FPL's consolidated 
balance sheets, would become due. The consolidated assets of the VIE consist primarily of nuclear fuel, which had a net 
carrying value of $204 million and $180 million at December 31,2006 and 2005, respectively. 

FPL identified two potential VIES, both of which are co'nsidered qualifying facilities (QFs) as defined by the Public Utility 
Regulatory Policies Act of 1978, as amended (PURPA). PURPA requires FPL to purchase the electricity output of the 
projects. FPL entered into a power purchase agreement (PPA) with one of the projects in 1990 to purchase substantially all of 
the project's electrical output over a substantial portion of its estimated useful life. For each megawatt-hour (mwh) provided, 
FPL pays a per mwh price (energy payment) based upon FPL's avoided WIit, which was determined at the time the PPA was 
executed, and was based on the cost of avoiding the construction and operation of a coal unit. The energy component is 
primarily based on the cost of coal at an FPL jointly-owned coal-fired facility. The avoided cost is the incremental cost to the 
utility of the electric energy or capacity, or both, which is avoided by neither generating the electricity nor purchasing it from 
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another source. The project has a capacity of 250 mw. After making oxhaustive efforts, FPL was unable to obtain the 
information from the project necessary to determine whether the project is a VIE or whether FPL is the primary beneficiary of 
the project. The PPA with the project contains no provision which legally obligates the project to release this information to 
FPL. The energy payments paid by FPL will fluctuate as coal prices change. This does not expose FPL to losses since the 
energy payments paid by FPL to the project are passed on to FPL's customers through the fuel ciause as approved by the 
FPSC. Notwithstanding the fact that FPL's energy payments are recovered through the fuel clause, if the project was 
determined to be a VIE, the absorption of some of the project's fuel price variability might cause FPL to be considered the 
primary beneficiary. During the years ended December :31,2006,2005 and 2004, FPL purchased 1,672,106 mwh, 1,813,114 
mwh and 1,602,467 mwh, respectively, from the project at a total cost of approximately $147 million, $144 million and $141 
million, respectively. FPL will continue to make exhaustive efforts to obtain the necessary information from the project in order 
to determine if it is a VIE and, if so, whether FPL is the primary beneficiary. FPL also entered into a PPA with a 330 mw coal- 
fired cogeneration facility (the Facility) in 1995 to purchase substantially ail of the Facility's electrical output through 2025. In 
November 2004, FPL and the Facility reached an agreement to change the index related to the energy payment, triggering a 
new analysis under FIN 46(R). FPL determined that (a) the Facility is a VIE and (b) the PPA represents a variable interest in 
the Facility. However, FPL determined that it is not the Facility's primary beneficiary. During the first quarter of 2005, a 
change in ownership of the Facility occurred, triggering the need to reevaluate whether the Facility is still a VIE and, if so, 
whether FPL is the Facility's primary beneficiary. After making exhaustive efforts, FPL was unable to obtain the information 
necessary to perform this reevaluation. The PPA with the Facility contains no provisions which legally obligate the Facility to 
release this information to FPL. During the years ended December 31, 20013, 2005 and 2004, FPL purchased 2,090,088 mwh, 
2,332,000 mwh and 2,265,371 mwh, respectively, from the Facility at a tot,al cost of approximately $200 million, $191 million 
and $186 million, respectively. Additionally, the PPA does not expose FPL it0 losses since the energy payments made by FPL 
to the Facility are passed on to FPL's customers through the fuel clause as approved by the FPSC. FPL will continue to make 
exhaustive efforts to obtain the necessary information from the Facility in order to determine if it is still a VIE and, if so, whether 
FPL is the Facility's primary beneficiary. 

FPL Energy- FPL Energy consolidates a subsidiary that leases a 550 mw tambined-cycle power generation plant through the 
end of 2007 from a special purpose entity (SPE). The FFL Energy subsidiaiy's quarterly lease payments are intended to cover 
the lessol's debt service, which includes a stated yield to equity holders antd certain other costs. The FPL Energy subsidiary 
has the option to purchase the plant at any time during the remaining lease term for 100% of the outstanding principal balance 
of the loans and equity contributions made to the SPE, all accrued and unpaid interest and yield, and all other fees, costs and 
amounts then due and owing pursuant to the provisions of the related flnalncing documents. However, under certain limited 
events of default, the FPL Energy subsidiary can be required to purchase the plant for the same cost. If the FPL Energy 
subsidiary does not elect to purchase the plant at the end of the lease term, a residual value guarantee must be paid, and the 
plant will be sold. Any sale proceeds received by the lesisor in excess of the outstanding debt and equity will be given to the 
FPL Energy subsidiary. FPL Group Capital has guaranteed certain obligations of the FPL Energy subsidiary under the lease 
agreement. The assets of the lessor primarily consist of the power generation plant, which had a net carrying value of $317 
million and $325 million at December 31, 2006 and 2005, respectively, and is reported in electric utility plant in service and 
other property in FPL Group's consolidated balance sheets. The liabilities of the lessor consist primarily of debt (which is 
secured by the power generation plant), which had a carrying value of $327 inillion and $333 million at December 31, 2006 and 
2005, respectively, and is reported in current maturities of long-term debt alnd in long-term debt in FPL Group's consolidated 
balance sheets. The equity interests of the lessor not owned by the FPL Energy subsidiary are reported as minority 
interest. Pursuant to the terms of the lease, FPL Energy eKpects to purchase the 550 mw combined-cycle power generation plant 
from the SPE by repaying the existing debt when the lease expires on December 31,2007. 

F f L  Gmup - In March 2004, a trust created by FPL Group sold 12 million 5 7/8% preferred trust securities to the public and 
common trust securities to FPL Group. The trust is considered a VIE because FPL Group's investment through the common 
trust securities is not considered equity at risk in accordawe with FIN 46(R). The proceeds from the sale of the preferred and 
common trust securities were used to buy 5 718% junior subordinated debentures maturing in March 2044, from FPL Group 
Capital. The trust exists only to issue its preferred tnist securities and common trust securities and to hold the junior 
subordinated debentures of FPL Group Capital as trust assets. Since FF'L Group, as the common security holder, is not 
considered to have equity at risk and will therefore not absorb any varialbility of the trust, FPL Group is not the primary 
beneficiary and does not consolidate the trust in accordance with FIN 46(R). FPL Group includes the junior subordinated 
debentures issued by FPL Group Capital on Its consolidated balance sheets. See Note 1 1  - FPL Group. 

IO. Financial Instruments 

The carrying amounts of cash equivalents and commercial paper approximate fair values. At December 31.2006 and 2005, other 
investments of FPL Group, not included in the table below, included financial instruments of approximately $50 million and $43 
million, respectively, which primarily consist of notes receivable that are carried at estimated fair value or cost, which approximates 
fair value. See Note 11. 
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The following estimates of the fair value of financial instruments have been made using available market information. However, 
the use of different market assumptions or methods of valuation could result in different estimated fair values. 

FPL Group: 
Long-term debt, including current maturities 
Nuclear decommissioning reserve funds 
Other investments 
Interest rate swaps - net unrealized gain (loss) 

Long-term debt, including current maturities 
Nuclear decommissioning reserve funds 

(I) Based on market prices provided by external sources. 
@I Based on quoted market prices for these or rlrnilar issues. 
\C) Based on market prices modeled internally. 

FPL: 

- December 31,2006 December 31,2005 
Carrying Estimated Carrying Estimated 
-. Amount Fair Value Amount Fair Value 

(millions) 

$ 11,238 $ 11,3141.) $ 9,443 $ 9,540") 
$ 2,824 $ 2,824" $ 2,401 $ 2,401" 
$ 93 $ 93") $ 80 $ 80Ib1 
$ 6 $ 6'') $ (9) $ (9)" 

$ 4,2141 $ 4,208") $ 3,406 $ 3,416'') 
$ 2,2641 $ 2,264e) $ 2.083 $ 2,083p) 

Nuclear Decommissioning Reserve Funds and Other Investments - Securities held in the nuclear decommissioning reserve 
funds and other investments are carried at estimated fair value based on quoted market prices. FPL Group's nuclear 
decommissioning funds consist of approximately 49% equity securities ;and 51 % municipal, government, corporate and 
mortgage and other asset-backed debt Securities (45% and 55% for FPL, respectively) with a weighted-average maturity of 
approximately 8 years at December 31, 2006 for both FPL Group'and FPL. All of FPL Group's other investments consist of 
debt securities. The cost of securities sold is determined 'on the specific ideritification method. 

The following tables provide the nuclear decommissioning and storm reserve funds and other investments approximate gains 
and losses and proceeds from the sale of securities: 

FPL Group FPL - - Years Ended Decemlier 31, Years Ended December 31, 
2006 2005 2004 2006 2005 2004 - - - - - - -  

Realized gains 
Realized losses 
Proceeds from sale of securities 

(millions) 
$ 5 1  $ 1 8  $ 1 1  $ 3 9  $ 1 4  $ 9  

$3,231 $2,937 $ 2,341 $2,673 $2,767 $2,290 
$ 3 8  $ 1 7  $ 1 3  $ 3 5  $ 1 6  $ 1 2  

The following tables provide the unrealized gains and losses for the nuclear decommissioning reserve funds and other 
investments. 

FPL Group FPL 
December 31, December 31, 

2006 2005 2006 2005 - - - -  
(millions) 

Unrealized gains 
Equity securities 
Debt securities 

Unrealized losses ('I 
Equity securities 
Debt securities 

$ 522 $ 382 $ 452 $ 342 
$ 31 $ 27 $ 30 $ 26 

$ - $ l $ - $ -  
$ - $ 4 $ - $ 3  

1') At December 31, 2006, FPL Group and FPL considered all unrealized losses to be other than Ilernporary. Such amounts ware not material and, for subsidiaries 
other than FPL, amounts were recorded in other - net In the conasoliiated statements of income. Fw accounting treatment description. see Note 1 - 
Decomrnlssloning of Nudear Plants, Dismantlement of Plants and Other Accrued Asset Removal Costs. 

Regulations issued by the FERC and the NRC provide general risk management guidelines to protect nuclear decommissioning 
trust funds and to allow such funds to earn a reasonable return. The FERC regulations prohibit investments in any securities of 
FPL Group or its subsidiaries, affiliates or associates, excluding investments tied to market indices or other mutual funds. Similar 
restrictions applicable to the decommissioning trust fund lor FPL Energy's nuclear plants are contained in the NRC operating 
licenses for those facilities. NRC regulations applicable to NRC licensees riot in costof-service environments require similar 
investment restrictions. The NRC's regulations permit licenjees with operating licenses containing conditions restricting the use of 
decommissioning trust funds to rely on those conditions in lieu of compliance \Mth NRC regulations. FPL Energy's nuclear plants 
contain such restrictions in their NRC operating licenses. With respect to the decommissioning trust fund for FPL Energy's 
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Seabmk nuclear plant, decommissioning trust fund contributions and withdiawals are also regulated by the NDFC pursuant to 
New Hampshire law. 

The nuclear decommissioning reserve funds are managed by investment managers who must comply with the guidelines and 
rules of the applicable regulatory authorities, FPL Group and FPL. The funds' assets are invested in order to optimize the 
after-tax earnings of these funds, giving consideration to liquidity, risk, diversification and other prudent investment objectives. 

lnterest Rate Swaps - FPL Group and its subsidiaries use a combination of fixed rate and variable rate debt to manage 
interest rate exposure. Interest rate swaps are used to ;adjust and mitigate! interest rate exposure when deemed appropriate 
based upon market conditions or when required by financing agreements. At December 31, 2006, the estimated fair value for 
FPL Group interest rate swaps was as follows: 

Notional Effective Maturitv 
Amount Date 
(millions) 

Date - 
Fair value hedges - FPL Group Capital: 

$ 300 November 2004 February 20107 
$ 275 December 2004 February 2007 

Total fair value hedges 
Cash flow hedges - FPL Energy: 

$ 87 August 2002 
$ 172 August 2003 
$ 5  February 2005 
$ 78 December 2003 
$ 26 April 2004 
$ 234 December 2005 

Total cash flow hedges 
Total interest rate hedges 

December 2007 
November 2007 
June 2008 
December 2017 
December 2017 
November 2019 

Rate 
Paid -- 

varia blel') 
varia bleIb) 

4.410% 
3.S57 % 
4.255% 
4245% 
3.845% 
4.905% 

Rate 
Received 

4.086% 
4.086% 

varia ble"1 
varia ble 
variable@) 
variable@) 
variable('' 
varia ble@I 

Estimated 
Fair Value 
(millions) 

2 
10 

$ 6  - 
1.) Three-month LIBOR plus 0.50577% 
(b) Three-month LIBOR plus 0.4025% 
1s) Three-month LIBOR 

In January 2007, an Indirect wholly-owned subsidiary of FPL Energy entered into an interest rate swap agreement to pay a 
fixed rate of 5.39% on approximately $547 million of its variable rate limited recourse debt in order to limit cash flow exposure. 

11. Investments In Partnerships and Joint Ventures 

FFTL Energy- FPL Energy has non-controlling non-majority owned interests in various partnerships and joint ventures, essentially 
all of which are electricity producers. At December 31,20013 and 2005, FPL Energy's investment in partnerships and joint ventures 
totaled approximately $361 million and $320 million, respectively, which i.s included in other investments on FPL Group's 
consolidated balance sheets. FPL Energy's interest in these partnerships and joint ventures range fbm approximately 5.5% to 
50%. At December 31, 2006, the principal operating entities included in FPL Energy's investments in partnerships and joint 
ventures were Northeast Energy, LP, Cherokee County Cogeneration Partneirs, LP, TPC Windfarms LLC, Mojave 16/17/18 LLC 
and Luz Solar Partners LTD., and in 2005 included Greeri Ridge Power, LLC and Windpower Partners 1993, L.P. FPL Energy 
acquired an additional ownership interest in Green Ridge Power, LLC and Windpower Partners 1993, L.P. in 2006 and now 
accounts for their operations in the consolldated financial statements. 

Summarized combined information for these principal entities is as follows: 

Net income 
Total assets 
Total liabilities 
Partners'/mem bers' equity 
FPL Energy's share of underlying equity in the principal entities 
Difference between investment carrying amount and underlying equity in net assets I* 
FPL Energy's investment carrying amount for the principal antities 

2006 2005 
(millions) 

$ 136 $ 180 
$ 1,177 $ 1,367 
$ 638 $ 729 
$ 539 $ 638 
$ 269 

$ 246 
(23 ) - 

$ 318 

$ 286 
(32) - 

(4 The majority of the difference between the investment carrying amount and the underlylng equty in net assets is being amortized over the ramainlng life of the 
investee's assets. 
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Certain subsidiaries of FPL Energy provide services to the partnerships and joint ventures, including O&M expenses and business 
management services. FPL Group's operating revenues for the years ended December31, 2006, 2005 and 2004 include 
approximately $20 million, $19 million and $16 million, respectively, related to such services. The net receivables at December 31, 
2006 and 2005, for these services. as well as for affiliate energy commodity transactions, payroll and other payments made on 
behalf of these investees, were approximately $21 million and $65 million, respectively, and are included in other current assets on 
FPL Group's consolidated balance sheets. 

Notes receivable (long- and short-term) include approxiinately $24 million and $21 million at December 31, 2006 and 2005, 
respectively, due from partnerships and joint ventures in which FPL Energy has an ownership interest. The notes receivable 
balance at December 31, 2006 and 2005 mature in 2008 through 2011 and the majority bear interest at a fixed rate of 
8.5%. Interest income related to notes receivable totaled approximately $2 million, $7 million and $7 million for the years 
ended December 31, 2006, 2005 and 2004, respective!ly, and is included in interest income in FPL Group's consolidated 
statements of income. Interest receivable associated with these notes as of December 31,2006 and 2005 was not material. 

In addition, FPL Energy owns an equity interest in Karaha Bodas Company, ILLC (KBC) which totals approximately $90 million at 
December 31, 2006 and is included in the $361 million of investment in partnerships and joint ventures discussed above. During 
2006, KBC received approximately $290 million as a result of a court judgment against Indonesia's state-owned oil/energy 
company to recover KBC's investment in a project susponded indefinitely by the Indonesian government in 1998 and for lost 
profits. All appeals with respect to the judgment have, been exhausted. FPL Energy's portion of the final judgment, or 
approximately $97 million pretax, is included in equity in earnings of equity method investees in FPL Group's consolidated 
statements of income for 2006. During 2006, KBC distributed approximately $7 million of the judgment funds to FPL Energy, 
and In mid-February 2007, KBC distributed the remaining amount of approximately $90 million to FPL Energy. See Note 16 - 
Litigation for a discussion of KBC litigation. 

FPL Group - In March 2004, a trust created by FPL Group sold $300 millicin of preferred trust securities to the public and $9 
million of common trust securities to FPL Group. The trust is an unconsollidated 100%-owned finance subsidiary. The trust 
used the proceeds to purchase $309 million of 5 7/8% junior subordinated debentures maturing in March 2044 from FPL 
Group Capital. FPL Group has fully and unconditionally guaranteed the preferred trust securities and the junior subordinated 
debentures. 

12. Common Stock 

Earnings Per Share - The reconciliation of FPL Group's basic and diluted earnings per share of common stock is shown below: 

Years Ended December 31, 
2005 2004 2006 

(millions, except per share amounts) 
- -  

$ 1,281 $ 901 $ 896 

Weighted-average number of common shares outstandirlg - basic 393.5 380.1 358.6 
5.6 3.1 

396.5 385.7 361.7 Weighted-average number of common shares outstandirlg - assuming dilution 

- - -  Numerator - net income 
Denominator: 

' Restricted stock, performance share awards, options, warrants and equity uriits[" 3.0 - - - - -  
Earnings per share of common stock 

Basic 
Assuming dilution 

$ 3.25 $ 2.37 $ 2.50 
$ 3.23 $ 2.34 $ 2.48 

(4 Performance share awards are Included in diluted weighted-average number of shares outstan'dlng based upon what wwld be Issued f the end Of the reporting 
period were the end of the term of the award. Restricted stock, performince share awards. options, warrants and equity unhs (known a8 Corporate U n b  see Note 
14) are induded in diluted weightedaverage number of common shares outstanding by applying the treasury stock method. 

In 2006,2005 and 2004, there were no securities that could potentially dilute basic earnings per share in the future that were not 
included in the computation of diluted earnings per share because to do so Would have been antidilutive. 

In February 2005, FPL Group's board of directors approved a two-for-one stock split of FPL Group's common stock effective 
March 15, 2005 (2005 stock split). FPL Group's authorized common stock increased from 400 million to 800 million shares. All 
share or per share information included in FPL Group's consolidated financial statements reflect the effect of the 2005 stock split. 

Common Stock Dividend Restrictions - FPL Group's charter does not limit the dividends that may be paid on its common 
stock. FPL's mortgage securing FPL's first mortgage bonds contains provision!; that, under certain conditions, restrict the payment 
of dividends and other distributions to FPL Group. These restrictions do not currently limit FPL's ability to pay dividends to FPL 
Group. 
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Emp/oyee Stock Ownership Plan (ESOP) -The employee! thrift plans of FPL Group include a leveraged ESOP feature. Shares of 
common stock held by the trust for the thrift plans (Trust) are used to provide all or a portion of the employers' matching 
contributions. Dividends received on all shares, along wiih cash contributions from the employers, are used to pay principal and 
interest on an ESOP loan held by a subsidiary of 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. For purposes of computing basic and fully diluted earnings per share, ESOP shares that have been committed to be 
released are considered outstanding. 

ESOP-related compensation expense of approximately $32 million, $27 million and $27 million in 2006, 2005 and 2004, 
respectively, was recognized based on the fair value of shares allocated to employee accounts during the period. Interest income 
on the ESOP ban is eliminated in consolidation. ESOF-related unearned compensation included as a reduction of common 
shareholders' equity at December 31, 2006 was approximately $125 million, irepresenting unallocated shares at the original issue 
price. The fair value of the ESOP-related unearned compensation account using the closing price of FPL Group common stock at 
December 31,2006 was approximately $470 million. 

Stock-Based Compensation - Effective January 1, 20Cl6, FPL Group adopted FAS 123(R) using the modified prospective 
application transition method. Accordingly, the consolidated balance sheet as of December 31, 2005, the consolidated 
statements of income for the years ended December 31,2005 and 2004 and the consolidated statements of cash flows for the 
years ended December 31, 2005 and 2004 do not reflect any restated amounts. Because FPL Group adopted the fair value 
recognition provisions of FAS 123 in 2004, the adoption of FAS 123(R) did not have a significant effect on FPL Group's 
financial statements. 

Net income for the years ended December 31, 2006, 2005 and 2004 includes approximately $34 million, $30 million and $27 
million, respectively, of compensation costs and $13 million, $12 million arid $10 million, respectively, of income tax benefits 
related to stock-based compensation arrangements. As of December 311, 2006, there were approximately $41 million of 
unrecognized cornpensation costs related to nonvestedlnonexercisable share-based compensation arrangements. These 
costs are expected to be recognized over a weighted-average period of 1.7 years. For awards granted subsequent to 
December 31, 2005, cornpensation costs for awards with graded vesting are recognized on a straight-line basis over the 
requisite service period for the entire award. For awards granted prior to that date, compensation costs for awards with graded 
vesting are recognized using the graded vesting attribution method. 

At December 31,2006, approximately 26.6 million sham of common stock were authorized and 17.8 million were available for 
awards (including outstanding awards) to officers, employees and non-employee directors of FPL Group and Its subsidiaries 
under FPL Group's amended and restated long-term lnce!ntive plan (LTIP) and amended and restated non-employee directors 
stock plan. FPL Group satisfies restricted stock and performance share awards by issuing new shares of its common stock or 
by purchasing shares of its common stock in the open market. FPL Group satisfies stock option exercises by issuing new 
shares of its common stock. 

Restricted Stock and Performance Share Awards - Restricted stock typicallly vests within three years after the date of grant 
and is subject to, among other things, restrictions on transferability prior to vesting. The fair value of restricted stock is 
measured based upon the closing market price of FPL Group common stock as of the date of grant. Perfimnance share 
awards are typically payable at the end of a three-year performance period if the specified performance criteria are met. The 
fair value of performance share awards is estimated based upon the closing market price of FPL Group common stock as of 
the date of grant less the present value of expected dividends, multiplied by an estimated Performance multiple determined on 
the basis of historical experience, which is subsequently trued up at vesting based on actual performance. 
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The activity in restricted stock and performance share awards for the year ended December 31,2006 was as follows: 

Restricted Stock 

Granted 
Vested 
Forfeited 

Nonvested balance, January 1,2006 

Nonvested balance, December 31,2006 

Performance Share Awards: 
Nonvested balance, January 1,2006 

Granted 
vested 

* Forfeited 
Nonvested balance, December 31,2006 

Shares 

1,022,545 
401,389 
(365,232) 
(26,966) 

1,031,736 

1,145,502 
581,978 

(574,947) 
(1 9,150) 

1 ,133,383 

Weig hted-Average 
Grant Date 
Fair Value 
Per Share 

$ 35.54 
$ 41.98 
$ 33.18 
$ 41.47 
$ 38.71 

$ 29.88 
$ 34.08 
$ 26.73 
$ 34.04 
$ 33.55 

The weighted-average grant date fair value per share of restricted stock granted for the years ended December 31, 2005 and 
2004 was $39.93 and $32.58, respectively. The weighted-average grant date fair value per share of performance share 
awards granted for the years ended December 31,2005 and 2004 was $34.'75 and $29.18, respectively. 

The total fair value of restricted stock and performance share awards vested was $40 million, $23 million and $13 million for 
the years ended December 31,2006,2005 and 2004, respectively. . 

Options - Options typically vest within three years after the date of grant and have a maximum term of ten years. The exercise 
price of each option granted equals the closing market price of FPL Group common stock on the date of grant. The fair value 
of the options is estimated on the date of the grant using the Black-Scholes option-pricing model and based on the following 
assumptions: 

' 

- - -  2006 2005 2004 

Expected volatility 1.1 19.56% 20.00% 20.11 % 
Expected dividends 3.40% 3.68% 3.93 % 
Expected term (years) 6 7 7 
Risk-free rate 4.60% 4.08% 3.78 % 

1.1 Based on historical experience. 
(b) In 2006, FPL Group elected to use the "slrnpliRed" method to calculate the expected t e n .  In 2005, the expected t e n  was derived from hlstorical experience. 

Option activity for the year ended December 31,2006 wa!s as follows: 

Balances, January 1,2006 
Granted 
Exercised 
Forfeited 
Expired 

Balance, December 31,2006 

!Shares 
Urderlying 
Options 

7,228,617 
334,500 

('I ,178,321 ) 
(1 0,995) 
(29,000) 

- 

- 
€i,344,80 1 -- 

Weighted 
Weighted- Average 
Average Remaining Aggregate 
Ecercise Contractual Intrinsic 

Price Term Value 
Per Share (years) (millions) 

$ 29.42 
$ 41.76 
$ 28.69 
$ 28.38 
$ 27.87 
$ 30.22 5.8 $ 154 

-- 

Exercisable, December 31,2006 5,572,969 $ 29.15 5.4 $ 141 

The weighted-average grant date fair value of options granted was $7.46, $6.30 and $5.10 per share for the years ended 
December 31,2006,2005 and 2004, respectively. 
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The total intrinsic value of stock options exercised was approximately $21 million, $27 million and $6 million for the years 
ended December 31,2006,2005 and 2004, respectively. 

Cash received from option exercises was approximately $34 million, $60 million and $29 million for the years ended December 
31, 2006, 2005 and 2004, respectively. The tax benefits realized from options exercised were approximately $6 million, $10 
million and $2 million for the years ended December 31, 2006,2005 and 2004, respectively. 

Other - In June 2005, a wholly-owned subsidiary of FPL Group completed the acquisition of Gexa Corp., a retail electric 
provider in Texas. Each share of Gexa C0rp.k outstanding common stock was converted into 0.1682 of a share of FPL Group 
common stock. Assuming the exercise of Gexa Corp.'~ options and warrants net of cash to be received upon exercise, the 
aggregate value of the consideration for the acquisition of Gexa Corp. was approximately $73 million, payable in shares of FPL 
Group common stock. At December 31,2006, there were Gexa Corp. options and warrants outstanding for a total of 123,134 
shares of FPL Group common stock. 

As a result of certain employees voluntarily electing to convert a cash bonus, net of taxes, into fully-vested shares of FPL 
Group commn stock, approximately 36 thousand commen shares were issued under the LTlP during 2004. 

13. Preferred Stock 

FPL Group's charter authorizes the issuance of 100 million shares of serial preferred stock, $0.01 par value. None of FPL 
Group's preferred shares were outstanding as of December 31, 2006 or 2005. FPL's charter authorizes the issuance of 
10,414,100 shares of preferred stock, $100 par value; !j million shares of subordinated preferred stock, no par value and 5 
million shares of cumulative preferred stock, no par valu13. None of FPL's preferred shares were outstanding as of December 
31 ~ 2006 or 2005. In January 2004, FPL sold 200,000 shares of 4 1/2% Se!ries V preferred stock with an aggregate par value 
of $20 million to FPL Group. In January 2005, FPL redeemed all 250,000 shares of Its $100 Par Value 4.1/2% (Series A and 
Series V) preferred stock Outstanding at December 31,2004. 

14. Debt 

Long-term debt consists of the following: 

FPL: 
First mortgage bonds: 

Maturing 2008 through 2013 - 4.85% to 6.00% 
Maturing 2033 thrwgh 2037 - 4.95% to 6.20% 

Medlumterm note - maturing 2006 - 2.34% 
Pollution control, solld waste dlsposal and Industrial developmerit revenue bonds - maturing 2020 

through 2029 -variable, 4.0% and 3.5% weighted-average annual Interest rates, respectively 
Term loan - maturing 2008 -variable, 5.6% weighted-average annual Interest rate 
Unamortized discount 

Total long-term debt of FPL 
Less current maturities of long-term debt 
Long-term debt of FPL, exdudlng current maturities 

Debentures - maturing 2006 through 2011 - 3 1/4% to 7 98% 
Debentures, related to FPL Group's equity unlts - maturing 2008 - 5.551% 
Junior Subordinated Debentures - maturing 2044 through 2066 - 5 718% to 6.60% 
Term loan -maturing 2008 -variable, 5.6% weighted-average annual interest rate 
Fair value swaps (see Note 10) 
Unamortized discount 

FPL Group Capltal: 

Total long-term debt of FPL Group Capital 
Less current maturities of long-term debt 
Less fair value swap on current maturities of long-term debt (see Note 10) 
Long-term debt of FPL Group Capital, excluding current maturities 

FPL Energy: 
Senior secured limited recourse bonds -maturing 2017 through 2024 - 5.608% to 752% 
Senior secured limited recourse notes - maturing 2020 through 2031 - 6.665% to 7.1 1% 
Other long-term debt - maturing 2007 through 2022 - primarily limited recourse and 

variable, 6.8% and 5.8% weighted-average annual interest rates, respectively 
Total long-term debt of FPL Energy 

Less current maturities of long-term debt 
Long-term debt of FPL Energy, excluding current maturities 

Total long-term debt 

('1 During 2005, these debentures w m  remarketed. See discussion below. 

$ 825 
2.540 

633 
250 

4,214 
(34) 

- 
4,214 

2,300 
506 

1,009 
150 

$ 825 
1,840 

135 

633 

(27 ) 
3,406 

135 
3,271 
- 

2,800 
506 
309 

1,091 
31 0 

1,661 
3.062 

572 
2,490 

$ 9,591 - 

1,189 
107 

1,144 
2,440 

176 
2,264 

$ 8,039 
- - 

82 



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

Minimum annual maturities of long-term debt for FPL Group are approximately $1,647 million, $1,615 million, $1,041 million, $190 
million and $787 million for 2007, 2008, 2009, 2010 and 2011, respectively. The amounts for FPL are $450 million and $225 
million for 2008 and 2009, respectively. 

At December 31,2006, commercial paper borrowings had a weighted-average interest rate of 5.32% for FPL Group (5.33% for 
FPL). Available lines of credit aggregated approximately $4.8 billion ($2.5 billion for FPL Group Capital and $2.3 billion for 
FPL) at December 31, 2006, all of which were based on firm commitments. These facilities provide for the issuance of letters 
of credit of up to $4.5 billion. The issuance of letters of credit is subject to the aggregate commitment under the applicable 
facility. While no direct borrowings were outstanding at December 31, 2006, letters of credit totaling $189 million and $156 
million were outstanding under the FPL Group Capital and FPL credit facilitios, respectively. 

FPL Group has guaranteed certain payment obligations of FPL Group Capital, including most of those under FPL Group Capital's 
debt, including all of its debentures and commercial paper issuances, as well as most of its guarantees. FPL Group Capital has , 

guaranteed certain debt and other obligations of FPL Energy and its subsidiaries. 

In June 2002, FPL Group sold 10.12 million 8% Corporate Units. In connection with the 8% Corporate Units financing, FPL 
Group Capital issued $506 million principal amount of 5% debentures due February 16, 2008, which were absolutely, 
irrevocably and unconditionally guaranteed by FPL Group. During 2005, FPL Group Capital remarketed these debentures and 
the annual interest rate was reset to 5.551%. Each El% Corporate Unii initially consisted of a $50 FPL Group Capital 
debenture and a purchase contract pursuant to which the holder was requirisd to purchase $50 of FPL Group common shares 
on or before February 16, 2006, and FPL Group made payments of 3% of the unit's $50 stated value until the shares were 
purchased. In February 2006, FPL Group paid approxirnately $48 million net to cancel approximately 4.2 million of its 8% 
Corporate Units. Also in February 2006, FPL Group Issued approximately 8.7 million shares of common stock in retum for 
approximately $296 million in proceeds upon settlement of the stock purchase contracts issued in connection with the 
remainder of the 8% Corporate Units. 

Prior to the issuance of FPL Group's common stock, the FlUrChaSe contracts were reflected in FPL Group's diluted earnings per 
share calculations using the treasury stock method. Under this method, the number of shares of FPL Group common stock 
used in calculating diluted earnings per share was deemed to be increased by the excess, if any, of the number of shares that 
would be issued upon settlement of the purchase contracts over the numbel, of shares that could be purchased by FPL Group 
in the market, at the average market price during the period, using the proceeds receivable upon settlement. 

15. Asset Retirement Obligations 

FPL Group and FPL each account for asset retirement obligations and conditional asset retirement obligations under FAS 143 
and FIN 47. FAS 143 and FIN 47 require that a liability for the fair value of an ARO be recognized in the period in which it is 
incurred If it can be reasonably estimated, with the offketting associated asset retirement costs capitalized as part of the 
carrying amount of the long-lived assets. The asset retirement cost is subslequently allocated to expense using a systematic 
and rational method over its useful life. Changes in the ARO resulting from ihe passage of time are recognized as an increase 
in the carrying amount of the liability and as accretion expense, which is included in depreciation and amortization expense in 
the consolldated statements of income. Changes resulting from revisions to the timing or amount of the original estimate of 
cash flows are recognized as an increase or a decrease in the asset retiremctnt cost and ARO. 

FPL Group and FPL have identified but not recognized ARO liabilities related to electric transmission and distribution and 
telecommunications assets resulting from easements over property not owned by FPL Group or FPL. In addition, FPL Group 
has identified but not recognized ARO liabilities related to the majority of FF'L Energy's hydro facilities. These easements are 
generally perpetual and, along with the hydro facilities, only require retirement action upon abandonment or cessation of use of 
the property or facility for its specified purpose. The ARC) liability is not estimable for such easements and hydro facilities as 
FPL Group and FPL intend to utilize these properties arid facilities indefinitely. In the event FPL Group and FPL decide to 
abandon or cease the use of a particular easement andlor hydro facility, an ARO liability would be recorded at that time. 

FPL - FPL's ARO relates primarily to the nuclear decoinmissioning obligation of its nuclear units. FPL's AROs other than 
nuclear decommissioning are not significant. The provisions of FAS 1431 and FIN 47 result in timing differences in the 
recognition of legal asset retirement costs for financial reporting purposes and the method the FPSC allows FPL to recover in 
rates. Accordingly, any differences between the ongoing expense recognized under FAS 143 and FIN 47 and the amount 
recoverable through rates are deferred in accordance with FAS 71. See Note 1 - Decommissioning of Nuclear Plants, 
Dismantlement of Plants and Other Accrued Asset Removal Costs. 

At December 31, 2006 and 2005, FPL's ARO was approximately $1,572 million and $1,474 million, respectively. During 2006, 
FPL recognized accretion expense of approximately $81 Inillion and increased the ARO approximately $17 million primarily as 
a result of increasing the estimates for asbestos abatement at several fossil plants. During 2005. FPL recognized accretion 
expense of approximately $1 12 million, reduced the ARO by approximately $665 million, primarily as a result of changing the 
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useful lives of the nuclear units to reflect their extended license terms, and increased the ARO approximately $12 millbn as a 
result of implementing FIN 47. Restricted trust funds for the payment of future expenditures to decommission FPL's nuclear 
units are included in nuclear decommissioning reserve funds of FPL and approximated $2,264 million and $2,083 million at 
December 31, 2006 and 2005, respectively. See Note 10. 

FPL Energy - FPL Energy's ARO relates primarily to ths nuclear decommissioning obligation of Seabrook and Duane Arnold, 
and also includes the current estimated fair value of obligations for the dismantlement of its wind facilities located on leased 
property, the dismantlement of certain hydro facilities expected to be eventually abandoned, and the removal of asbestos and 
lead paint from certain of its generating facilities. See Note 1 - Decommiss#ioning of Nuclear Plants, Dismantlements of Plants 
and Other Accrued Asset Removal Costs. 

At December 31, 2006 and 2005, FPL Energy's ARO was approximately $248 million and $21 1 million, respectively. During 
2006, FPL Energy recognized accretion expense of approximately $23 million, increased the ARO approximately $1 19 million, 
primarily as a result of the acquisition of Duane Arnold, and decreased the ARO approximately $105 million, primarily as a 
result of decreasing the escalation rate used to determine the ultimate projected costs of decommissioning Seabrook and ' 

Duane Amold. During 2005, FPL Energy recorded accretion expense of approximately $15 million, increased the ARO 
approximately $3 million for new wind assets and increased the ARO appralximately $1 million as a result of implementing FIN 
47. Restricted trust funds for the payment of future expenditures to decommission Seabrook and Duane Arnold are included in 
FPL Group's nuclear decommissioning reserve funds and totaled approximated $560 million and $318 million (Seabrook only) 
at December 31,2006 and 2005, respectively. See Note 10. 

16. Commitments and Contingencies 

Commitments - FPL Group and its subsidiaries have made commitments in1 connection with a portion of their projected capital 
expenditures. Capital expenditures at FPL include, among other things, the cost for construction or acquisition of additional 
facilities and equipment to meet customer demand, as wen as capital improvements to and maintenance of existing facilities. At 
FPL Energy, capital expenditures include, among other things, the cost, including capitalized interest, for construction of wind 
projects and the procurement of nuclear fuel, as well as ,announced acquisitions. FPL FiberNet's capital expenditures primarily 
include costs to meet customer specific requirements and sustain its fiber-optic network. Planned capital expenditures for 2007 
through 201 1 were estimated as follows: 

FPL: 
Generation: (*I 

Existing 
Transmission and distribution td) 

Nuclear fuel 
General and other 

New (b) (0) 

Total 

FPL Energy: 
Wind I*) 
Nuclear 
Gas 
Other 

Total 

FPL FiberNet 

2007 -- 
$ 420 

630 
885 
105 
145 

$ 2,185 
-- -- 
$ 1,565 

1,140 
105 
65 

$2,875 
-- -- 
L13 

2008 

$ 720 
600 
985 
130 
1 60 

$2,595 - 
$ 1,300 

155 
30 

2009 201 0 
(millions) 
- -  
$ 210 $ 10 

485 565 
1,105 1,055 

140 170 

201 1 - 
$ -  

425 
1,080 

110 
170 205 205 

$2,110 $2005 $1,820 -I- 

- - -  

$ 1 0 $ 5  
120 165 
15 15 ~~ 

40 5 10 
$1,525 $ 150 $ 195 
--- --- 

$ 1 1  $ 1 1  

$ 5  
I10 
20 
10 

$ 145 - 
u 

Total 

$ 1,360 
2,705 
5,110 

655 
885 

$10,715 - 
$ 2,885 

1,690 
185 
130 

$ 4,890 - 
b' Includes AFUDC of approximately $37 mllllon, $52 mllllon, $53 mllllon and $6 mllilon In 2007, 2008, 2009 and 2010, respectively. 

Includes land. generating structures, transmission lnterconnectlon and Integration, licensing and AFUDC. 
Excludes capltal expenditures of approxlmately $3.4 bllllon (approximately $310 mllllon In 2008) for the two ultra super critical pulverized coal generating 
units fur the period from early 2008 (expected Sltlng Board approval:, through 201 1. 
Includes estlmated capltal costs associated with FPL's Storm Secure Pian. These capital costs are subject to change over time based on, among other 
things, productlvlty enhancements and priorltkatlon. 
Capital expenditures for new wind projects are estimated through 2038, when ellglblllty for PTC's for new wind projects 1s scheduled to expire. 
Includes nuclear fuel for Seabrook and Duane Amdd and, In 2007, the pending acquisition cif Point Beach Nuclear Power Plant (Point Beach). 

'd' 

I*' 

In addition to estimated capital expenditures listed above, FPL and FPL Energy have long-term contracts related to purchased 
power andlor fuel (see Contracts below). FPL Energy had approximately Ib4.3 billion in firm commitments, primarily for the 
purchase of wind turbines and towers, natural gas transportation, purchase and storage, firm transmission service, nuclear fuel 
for Seabrook and Duane Arnold and a portion of its projected capital expenditures, including the pending acquisition of Point 
Beach for approximately $1.0 billion. The Point Beach ttxnsaction is subject to, among other things, the receipt of approvals 
from various federal and state regulatory agencies. FPL Energy expects to close the transaction in the third quarter of 
2007. In addition, FPL Group has guaranteed certain payment obligations of FPL Group Capital, including most payment 
obligations under FPL Group Capital's debt. 
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FPL Group and FPL each account for payment guarantees and related contracts, for which it or a subsidiary is the guarantor, 
under FIN 45, which requires that the fair value of guarantlses provided to uncansolidated entities entered into after December 31, 
2002 be recorded on the balance sheet. At December 31, 2006, subsidiaries of FPL Group, other than FPL, have guaranteed 
debt service payments relating to agreements that existed at December 31. 2002. The term of the guarantees is equal to the 
term of the related debt, with remaining terms ranging from 1 year to 12' years. The maximum potential amount of future 
payments that could be required under these guarantees at December 31, 2006 was approximately $16 million. At 
December 31, 2006, FPL Group did not have any liabilities recorded for these guarantees. In certain Instances, FPL Group 
can seek recourse from third parties for 50% of m y  amount paid under the guarantees. Guarantees provided to 
unconsolidated entities entered into subsequent to December 31, 2002, and the related fair value, were not material as of 
December 31,2006. 

FPL Energy has guaranteed certain performance obligations of a power plant owned by a wholly-owned subsidiary as part of a 
power purchase agreement that expires in 2027. Under this agreement, the subsidiary could incur market-based liquidated 
damages for failure to meet contractual minimum output!;. In addition, cert;iin subsidiaries of FPL Energy have contracts that 
require certain projects to meet annual minimum generation amounts. Failure to meet the annual minimum generation 
amounts would result in the FPL Energy subsidiary becoming liable for specified liquidated damages. Based on past 
performance of these and similar projects and current forward prices, management believes that the exposure associated with 
these guarantees is not material. 

Contracts - FPL Group has entered into a long-term agr~sement for the purlchase of wind, combustion and steam turbines, as 
well as parts, repairs and on-site services through 2021. The related commitments are included in FPL Energy's and 
Corporate and Other's minimum payments shown in t t e  table below and in FPL Energy's estimated capital expenditures 
shown in the table above. 

FPL has entered into long-term purchased power and fuel contracts. FPL is obligated under take-or-pay purchased power 
contracts with JEA and with subsidiaries of The Southem Company (Southern subsidiaries) to pay for approximately 1,300 mw 
of power annually through mid-2015 and 381 mw annually thereafler through 2021, and one of the Southem subsidiaries' 
contracts is subject to minimum quantities. FPL also has various firm pay-for-performance contracts to purchase 
approximately 700 mw from certain cogenerators and small power producers (qualifying facilities) with expiration dates ranging 
from 2009 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 
to the qualifying facilities meeting certain contract conditions. FPL has variclus agreements with several electricity suppliers to 
purchase an aggregate of up to approximately 1,700 mw of power with expiration dates ranging from 2007 through 2012. In 
general, the agreements require FPL to make capacity payments and supply the fuel consumed by the plants under the 
contracts. FPL has contracts with expiration dates through 2028 for the purchase of natural gas, coal and oil, transportation of 
natural gas and coal, and storage of natural gas. 

FPL Energy has entered into several contracts for the purchase of wind iurbines and towers in support of a portion of its 
planned new wind generation. In addition, FPL Energy has contracts primarily for the purchase, transportation and storage of 
natural gas and firm transmission service with expiration dates ranging from 2007 through 2017. FPL Energy also has several 
contracts for the supply, conversion, enrichment and fabrication of nuclear fuel with expiration dates ranging from 2007 to 
2014. 

The required capacity and minimum payments under these contracts are estimated as follows: 

FPL: 
Capacity payments: I* 

JEA and Southem subsidiaries 
Qualifying fadiltles 
Other electricity suppliers 

Southem subsidiaries - energy 
Natural gas, including transportation and.storage 
Coat ('1 
Oil '01 

Minimum payments, at projected prices: 

FPL Energy 
Corporate and Other 

2007 - 
$ 200 
$ 320 
$ 60 

5 80 
$1,820 
5 60 
$ 190 
$1P15 
$ 15 

2008 -- 
$ zoo 
$ 320 
$ 50 

5 80 
$ 480 
$ 35 
$ -  

$ 835 
$ -  

2009 2010 -- 
(millions) 

$ 210 $ 200 
$ 320 $ 290 
$ 50 $ 10 

$ 90 $ 40 
$ 260 $ 260 
$ 1 0 $ 5  
$ - 5  - 
$ 55 $ 55 
$ - $  - 

201 1 - 
$ 200 
$ 270 
$ 10 

$ -  
$ 260 
$ 5  
5 -  
$ 55 
$ -  

Thereafter 

$ 980 
$ 3,200 
$ 5  

$ -  
$ 2.150 
$ -  
$ -  

$ 630 
$ -  

('1 Capaclty payments under these contracts, the majority of which am n?coverable through the capacity dause, totaled approximately $610 mlllion, $616 mlllion 
and $656 mlllion for the years ended December 31,2006,2005 and 2004, respectively. 

Ib) Ertagy payments under these contracts, which am recoverable throusIh the fuel clause, totaled approximately $421 mlllion, $363 mlllion and $376 mlllion for 
the years ended December 31,2006,2005 and 2004, respectively. 

IC) Recoverable through the fuel clause. 
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In addition, FPL has entered into several long-term agreements for storage capacity and transportation of natural gas from 
facilities that have not yet begun construction. These agreements range from 12 to 23 years in length and contain firm 
commitments totaling approximately $131 million annually or $2.4 billion over the terms of the agreements. These firm 
commitments are contingent upon certain events, including approval by the FERC and completion of construction of the 
facilities in 2008 and 2009. 

insurance- Liability for accidents at nuclear power plants is governed by the PriceAnderson Act, which limits the liability of 
nuclear reactor owners to the amount of insurance availilble from both private sources and an industry retrospective payment 
plan. In accordance with this Act, FPL Group maintains $300 million of private liability insurance per site, which is the 
maximum obtainable, and participates in a secondary financial protection system under which it is subject to retrospective 
assessments of up to $604 million ($402 million for FPL), plus any applicable taxes, per incident at any nuclear reactor in the 
United States, payable at a rate not to exceed $90 milliori ($60 million for FPL) per incident per year. FPL Group and FPL are 
contractually entitled to recover a proportionate share of !such assessments from the owners of minority interests in Seabrook, 
Duane Arnold and St. Lucie Unit No. 2, which approximates $12 million, $30 million and $15 million, plus any applicable taxes, 
per incident, respectively. 

FPL Group participates in nuclear insurance mutual companies that provide $2.75 billion of limited insurance coverage per 
occurrence per site 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 Group also participates In an insurance progcam that provides limited coverage for replacement 
power costs if a nuclear plant is out of service for an extended period of time because of an accident. In the event of an 
accident at one of FPL Group's or another participating insured's nuclear plants, FPL Group could be assessed up to $132 
million ($88 million for FPL), plus any applicable taxes, in retrospective premiums. FPL Group and FPL are contractually 
entitled to recover a proportionate share of such assessments from the ownctrs of minority interests in Seabrook, Duane Arnold 
and St. Lucie Unit No. 2, which approximates $2 million, $5 million and $3 million, plus any applicable taxes, respectively. 

Due to the high cost and limited coverage available from lhird-party insurers,, FPL has essentially no insurance coverage on its 
transmission and distribution property and FPL Group has no insurance coverage for FPL FiberNet's fiber-optic cable located 
throughout Florida. Under the terms of the 2005 rate agreement, FPL may recover prudently incurred storm restoration costs 
either through securitization pursuant to Section 366.8260 of the Florida Statutes or through surcharges. See Note I - Storm 
Reserve Deficiency. 

In the event of a loss, the amount of insurance available might not be adequate to cover property damage and other expenses 
incurred. Uninsured losses and other expenses, to the (extent not recovered from customers in the case of FPL, would be 
borne by FPL Group and FPL and could have a material adverse effect on FPL Group's and FPL's financial condition and 
results of operations. 

' 

Litrgauon - In 1999, the Attorney General of the United States, on behalf of the US. Environmental Protection Agency (EPA), 
brought an action against Georgia Power Company and other subsidiaries of The Southern Company for certain alleged 
violations of the Clean Air Act. In May 2001, the EPA amended its complaiint. The amended complaint alleges, among other 
things, that Georgia Power Company constructed and is mntinuing to operate Scherer Unit No. 4, in which FPL owns a 76% 
interest, without obtaining proper permitting, and without c,omplying with performance and technology standards as required by 
the Clean Air Act. It also alleges that unspecified major inodifications have been made at Scherer Unit No. 4 that require its 
compliance with the aforementioned Clean Air Act provisions. The EPA seeks injunctive relief requiring the installation of best 
available control technology and civil penalties of up to $25,000 per day for each violation from an unspecified date after 
June 1, 1975 through January 30, 1997 and $27,500 per day for each violation thereafter. The EPA further revised its civil 
penalty rule in February 2004, such that the maximuin penalty is $32,500 per day for each violation after March 15, 
2004. Georgia Power Company has answered the amended complaint, assierting 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. In June 2001, a federal district court stayed discovery and administratively closed 
the case pending resolution of the EPA's motion for consolidation of discovery in several Clean Air Act cases that was filed 
with a Multi-District Litigation (MDL) panel. In August 2001, the MDL panel denied the motion for consolidation. In September 
2001. the EPA moved that the federal district court reopen this case for purposes of discovery. Georgia Power Company 
opposed that motion asking that the case remain closed until the Eleventh Circuit Court of Appeals ruled on the Tennessee 
Valley Authority's (TVA) appeal of an EPA administrative compliance order relating to legal issues that are also central to this 
case. In August 2002, the federal district court denied without prejudice the EPA's motion to reopen. In June 2003, the 
Eleventh Circuit issued its order dismissing the NA's appeal because it found the provision of the Clean Air Act allowing the 
EPA to issue binding administrative compliance orders was unconstitutional, and hence found that the TVA order was a non- 
final order that courts of appeal do not have jurisdiction to review. In September 2003, the Eleventh Circuit denied the EPA's 
motion for rehearing. In May 2004, the U.S. Supreme Court denied the IEPA's petition for review of the Eleventh Circuit 
order. The EPA has not yet moved to reopen the Georgia Power Company case. 
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In 2001, Florida Municipal Power Agency (FMPA) filed with the U.S. Court of Appeals for the District of Columbia (DC Circuit) a 
petition for review asking the DC Circuit to reverse and remand orders of the FERC denying FMPA's request for credits for 
transmission facilnies owned by FMPA members. In 1933, FPL filed a comprehensive restructuring of its then-existing tariff 
structure. All issues in that case were settled in September 2000 except for three issues reserved by FMPA (i) FMPA's 
request for transmission credits related to the costs of Its transmission facilities (the crediting issue), (ii) treatment of behind- 
the-meter generation and load ratio pricing for network integration transmission service (the behind-the-meter issue), and (iii) 
exclusions from FPL's transmission rates of the costs of FPL's facilities that fail to meet the same integration test that was 
applied to FMPA's facilities with respect to the crediting issue (the rate base issue). The FERC and the DC Circuit have 
rejected FMPA's claim for transmission credits, which would have reduced FMPA's payment obligation to FPL for network 
integration transmission service. 

With regard to the behind-the-meter issue, the FERC rejected FMPA's argument that its obligation to pay for network 
integration transmission service should be reduced to the extent that FPL allegedly cannot provide transmission service , 

because of "physical transmission limitations." In June 2005, the DC Circuit remanded the case to the FERC for further 
consideration. in December 2005, the FERC issued an order on remand ,finding that load ratio share pricing is appropriate 
notwithstanding constraints on a third-party's system. In January 2006, FMPA filed a rehearing request of this order with the 
FERC, which the FERC denied in July 2006. FMPA submitted a petition for review of the FERC's December 2005 and July 
2006 orders at the DC Circuit. A briefing schedule has not yet been established in that proceeding. 

With regard to the rate base issue, in May 2004 FPL made a compliance filing of a proposed rate schedule that does not 
include those facilities of FPL that fail to meet the same integration test that was applied to the FMPA facilities. Pursuant to 
that filing, FPL's current network transmission rate would have been reduced by $0.02 per kilowatt (kw) per month. In June 
2004, FMPA filed a protest to FPL's compliance filing, arguing that FPL's current network transmission rate should be reduced 
by approximately $0.41 per kw per month. In January 1'005, the FERC issued an order on FPL's compliance filing. In the 
order, the FERC accepted FPL's standards for analyzing the transmission system and agreed that FPL's "Georgia Ties" and 
"Turkey Point Lines" are part of FPL's integrated grid. The FERC required FPL to make an additional compliance filing 
removing the cost of all radial transmission lines from trmsmission rates, ainalyzing the FPL transmission system to remove 
the cost of any transmission facilities that provide only "unneeded redundancy," and calculating rate adjustments using 1993 
data rather than 1998 data. FPL made this compliance filing in April 2005, which would reduce FPL's current rate by $0.04 per 
kw per month. In May 2005, FMPA protested FPL's cornpliance filing and ;argued that FPL's rates should be reduced by an 
additional $0.20 per kw per month, potentially resultlng in a refund obligation to FMPA of approximately $22 million at 
December 31, 2006. Any reduction in FPL's network service rate also would apply effective January 1, 2004 to Seminole 
Electric Cooperative Inc. (Seminole), FPL's other network customer. The potential refund obligation to Seminole based on 
FMPA's position is approximately $9 million at December 31, 2006. 

In December 2005, the FERC issued an order acceptingi FPL's April 2005 compliance filing in part, rejecting it in part, and 
directing the submission of a further compliance filing. The FERC concluded that it is not clear whether FPL failed to test its 
non-radial facilities in a manner comparable to the way ii tested FMPA's facilities. FPL filed a rehearing request in January 
2006, which the FERC denied in July 2006. FPL filed a request for rehearing of the FERC's July 2006 order. In September 
2006, FPL made the required compliance filing, removing additional transmission facilities from rates, which resulted in a 
refund liability of approximately $4 million to FMPA and approximately $1 rriillion to Seminole at December 31, 2006. FMPA 
has protested FPL's filing, claiming again that FPL's rates :should be reduced by an additional $0.20 per kw per month. 

In 1995 and 1996, FPL Group, through an indirect subsidiary, purchased from Adelphia Communications Corporation 
(Adelphia) 1,091,524 shares of Adelphia common stock and 20,000 shares of Adelphia preferred stock (convertible into 
2,358,490 shares of Adelphia common stock) for an aggregate price of approximately $35,900.000. On January 29, 1999, 
Adelphia repurchased all of these shares for $149,213,130 in cash. On June 24, 2004, Adelphia, Adelphia Cablevision, L.L.C. 
and the Official Committee of Unsecured Creditors of Adelphia filed a compliaint against FPL Group and its indirect subsidiary 
in the U.S. Bankruptcy Court, Southern District of New York. The complaint alleges that the repurchase of these shares by 
Adelphia was a fraudulent transfer, in that at the time of the transaction Adelphia (i) was insolvent or was rendered insolvent, 
(ii) did not receive reasonably equivalent value in exchange for the cash it paid, and (iii) was engaged or about to engage in a 
business or transaction for which any property remaining with Adelphia had unreasonably small capital. The complaint seeks 
the recovery for the benefit of Adelphla's bankruptcy estate of the cash paid for the repurchased shares, plus interest. FPL 
Group has filed an answer to the complaint. FPL Group believes that the complaint is without merit because, among other 
reasons, Adelphia will be unable to demonstrate that (i) Adelphia's repurchase of shares from FPL Group, which repurchase 
was at the market value for those shares, was not for reasonably equivalent value, (ii) Adelphia was insolvent at the time of the 
repurchase, or (iii) the repurchase left Adelphia with unreasonably small capital. The case is in discovery and has been reset 
for trial in March 2008. 

In 2003, Scott and Rebecca Finestone brought an action on behalf of themsalves and their son Zachary Finestone in the U.S. 
District Court for the Southem District of Florida alleging that their son has developed cancer (neuroblastoma) as a result of the 
release and/or dissipation into the air, water, soil and IJndergmund areas of radioactive and non-radioactive hazardous 
materials, including strontium 90, and the release of other toxic materials from FPL's St. Lucie nuclear power plant. The 
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complaint, as subsequently amended, Includes count!; against FPL for strict liability for allegedly engaging in an ultra- 
hazardous activity and for alleged negligence in operating the plant in ii manner that allowed emissions of the foregoing 
materials and failing to limit its release of nuclear fission products as prescriibed by federal and state laws and regulations. The 
plaintiffs seek damages in excess of $1 million. In January 2006, the court granted FPL's motion for final summary judgment 
and disrnlssed the case. On February 8, 2006, the picaintiffs filed a notilce of appeal of the court's decision granting final 
summary judgment for FPL. The appeal is pending befo?e the U.S. Court of Appeals for the Eleventh Circuit. 

In 2003, Tish Blake and John Lowe, as personal representatives of the Estate of Ashton Lowe, on behalf of the estate and 
themselves, as surviving parents, brought an action in tlie U.S. District Court for the Southern District of Florida alleging that 
their son developed cancer (medulo-blastoma) as a rlssult of the release and/or dissipation into the air, water, soil and 
underground areas of radioactive and non-radioactive hazardous materials, including strontium 90, and the release of other 
toxic materials from FPL's St. Lucie nuclear power plant. The allegations, counts and damages demanded in the complaint, as 
subsequently amended, are virtually identical to those mntained in the Finestone lawsuit described above. In January 2006, 
the court granted FPL's motion for final summary judgment and dismissed the case. On February 8, 2006, the plaintiffs filed a , 

notice of appeal of the court's decision granting nnal summary judgment for FPL. The appeal is pending before the U.S. Court 
of Appeals for the Eleventh Circuit. 

In 2003, Pedro C. and Emilia Roig brought an action on behalf of themselvtrs and thelr son, Pedro Anthony Roig, in the Circuit 
Court of the Eleventh Judicial Circuit in and for Miami-Dade County, Florida (the state court), which was removed in October 
2003 to the U.S. District Court for the Southern District of Florida, against Aventis Pasteur and a number of other named and 
unnamed drug manufacturing and distrlbution companilss and FPL, alleging that their son has suffered toxic neurological 
effects from mercury poisoning. The sources of mercury exposure are alleged to be vaccines containing a preservative called 
thimerosal that were allegedly manufactured and distributed by the drug companies, mercury amalgam dental fillings, and 
emissions from FPL power plants in southeast Florida. 'The complaint includes counts against all defendants for civil battery 
and against FPL for alleged negligence in operating the plants such that the son was exposed to mercury and other heavy 
metals emissions. The damages demanded from FPL are for injuries and losses allegedly suffered by the son as a result of 
his exposure to the plants' mercury emissions and the parents' alleged pain and suffering, medical expenses, loss of wages, 
and loss of their son's services and companionship. No amount of damages is specified. The U.S. District Court remanded 
the action back to the state court. The drug manufacturing and distribution companies have moved to dismiss the 
action. Plaintiffs and FPL have agreed that FPL will not respond to the complaint until requested by the plaintiffs. 

In 2003, Edward and Janis Shiflett brought an action on behalf of themselves and their son, Phillip Benjamin Shiflett, in the 
Circuit Court of the Eighteenth Judicial Circuit in and for Brevard County, Florida (the state court), which was removed in 
January 2004 to the U.S. District Court for the Middle District of Florida, against Aventis Pasteur and a number of other named 
and unnamed drug manufacturing and distribution companies, FPL and thle Orlando Utilities Commission, alleging that their 
son has suffered toxic neurological effects from mercury poisoning. The allegations, counts and damages demanded in the 
complaint with respect to FPL are virtually identical to those contained in the Roig lawsuit described above. FPL's motion to 
dismiss the complaint was denied. The US. District Court subsequently remanded the action back to the state court. The 
state court subsequently dismissed the drug manufacturing and distribution companies from the action. Plaintiffs' appeal of 
that order is pending before the Florida Fifth District Court of Appeal. Plaintiffs and FPL have agreed that FPL will not respond 
to the complaint until requested by the plaintiffs. 

In October 2004, TXU Portfolio Management Company (TXU) sewed FPL Einergy Pecos Wind I, LP, FPL Energy Pecos Wind I 
GP, LLC, FPL Energy P e w  Wind II, LP, FPL Energy Pecos Wind I1 GP, LLC and Indian Mesa Wind Farm, LP (FPL Energy 
Affiliates) as defendants in a civil action filed In the District Court in Dallas County, Texas. The petition alleges that the FPL 
Energy Affiliates had a contractual obligation to produce and sell to TXU a minimum quantity of energy each year and that the 
FPL Energy Affiliates failed to meet this obligation. The plaintiff has asserted claims for breach of contract and declaratory 
judgment and seeks damages of approximately $34 millilm. The FPL Energy Affiliates filed thelr answer and counterclaim in 
November 2004, denying the allegations. The counterclaim, as now amended, asserts claims for conversion, breach of 
fiduciary duty, breach of warranty, conspiracy, breach of contract and f iwd  and seeks tenination of the contract and 
damages. At the end of 2005, TXU amended its complaint to add FPL Group, FPL Energy, FPL Group Capital and ESI 
Energy, LLC (ESI Energy), as defendants. Motions to dismiss those entitieis as defendants were filed, and FPL Group, FPL 
Group Capital and ESI Energy have been dismissed. The, case is in discovery and has been reset for trial in April 2007. 

In September 2006, PT Pertamina, Indonesia's state-ovmed oillenergy company, filed an action against KBC, an entity in 
which FPL Energy owns an equity interest, in the Grand Court of the Cayman Islands for fraud and for an injunction prohibiting 
KBC from disposing of, dealing with or diminishing the value of any of KBC's assets up to the value of PT Pertamina's funds 
KBC received as a result of the court judgment (apprciximately $320 million) pending resolution of the fraud claim. FPL 
Energy's portion of the damages being sought is approrimately $145 million. KBC sought and in December 2006 received 
from the U.S. District Court for the Southern District of IVew York an anti-suit injunction against the plaintiff, prohibiting the 
plaintiff from pursuing the fraud action, or any similar action, and the request for injunctive relief in the Cayman court or any 
other court worldwide. The plaintiffs appeal of that order io the U.S. Court 01 Appeals for the Second Circuit is pending. 
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In addition to those legal proceedings discussed above, FPL Group ancl its subsidiaries, including FPL, are involved in a 
number of other legal proceedings and claims in the ordinary course of their businesses. Generating plants In which FPL 
Group or FPL have an ownership interest are also involved in legal proceedings and claims, the liabilities from which, If any, 
would be shared by FPL Group or FPL. 

FPL Group and FPL believe that they, or their affiliates, have meritorious defenses to all the pending litigation and proceedings 
discussed above under the heading Litigation and are vigorously defending the lawsuits. While management is unable to 
predict with certainty the outcome of the legal proceedings and claims discussed or described herein, based on current 
knowledge it is not expected that their ultimate resolution, individually or collectively, will have a material adverse effect on the 
financial statements of FPL Group or FPL. 

17. Segment Information 

FPL Group's reportable segments include FPL, a rateregulated utility, and FPL Energy, a competitive energy business. Corporate 
and Other represents other business activities, other segments that are no1 separately reportable and eliminating entries. FPL 
Group's operating revenues derived from the sale of electncity represented approximately 97% of FPL Group's operating revenues 
for each of the three years ended December 31, 2006, 2005 and 2004. Less than 1 % of operating revenues were from foreign 
sources for each of the three years ended December 31,2006,2005 and 2004. At December 31,2006 and 2005, less than 1% of 
!ong-lived assets were located in foreign countries. 

' 

FPL Group's segment information is as follows: 

Operating revenues 
Opetatlng expenses 
interest charges 
Depmiabn and amortization . Equlty in eamlngs of equity 

method lnvestees 
Income tax expense 

(benefit) (dl 
Net Lncome (Loss) 
Capital expenditures, independent 

power Investments and 
nuclear fuel purchases 

Property, plant and equipment 
Accumulated depreclatlon 

and amortization 
Total assets 
Investment in equity 

method investees 

2005 2004 - 2005 
cow. Corp. cow. 

FPL and FPI. and F R  and 
FPL Energy"' Other Total FPL Ene 2 Other Total FPL Energy"' Other Total 

+ m i i l i o n s r  
$11.988 $ 3,558 $ 164 $15,710 $ 9,528 $ 2,221 $ 97 $11.845 $ 8,734 $ 1,705 $ 83 $10522 
$10.525 f 2.503 $ 285" $13,ti13 $ 8,181 $ 2.057 $ 108 $10,355 $ 7,419 $ 1,528 $ 90 f 81037 
$ 278 $ 259 $ 150 $ 705 $ 224 $ 223 $ 145 $ 583 $ 183 $ 180 $ 125 $ 489 
5 787 $ 375 $ 23 $ 1,'185 $ 951 $ 311 $ 23 $ 1,285 $ 015 $ 264 $ I 9  $ 1,198 

$ - $ 181"'S - $ '181 $ - $ 124 $ - $ 124 $ - $ Q5 $ - $ 95 

$ 424 $ 110 $ (137) $ 397 $ 408 $ (55) $ (71) $ 282 $ 409 $ ( S O L  $ (77) $ 272 

- 

f 802 $ 510h'$ (131)" $ l,i!81 $ 748 $ 203 f (EO) $ DO1 $ 748 $ 181 ) $ (34) $ 895 

$ 1,858 $ 1,809 $ 52 $ 3,739 $ 1,711 $ 822 $ 13 $ 2,545 $ 1,484 $ 527 $ 5 $ 2,017 
$25,586 $ 10,224 $ 242 $35,152 $24,407 $ 8,588 $ 334 $33,309 $23,515 $ 7,855 $ 315 $31,587 
$ 8,848 $ 1,570 $ 125 $11,t153 $ 9,530 $ 1.253 $ 105 $10,888 $ 9,457 $ 940 $ 87 $10,494 

$23,073 $ 11,371 $ 1,547 $35,E191 $22.725 $ 9J94 $ 870 $32,900 $19,114 $ 8,488 $ 722 $28,324 

$ - $  3 5 l $  Q f : , 7 0 $  - $  : 3 2 0 $  S $  3 2 9 $  - $  2 9 4 s  9 $  303 

(a) FPL Energy's Interest charges are based on a deemed capital structure of 5C1% debt fur operatlng projects and 100% debt for projects under constructlon. Residual nOn-UUlQ 
interest charges are Included in Corporate and Other. 

(b) Includes a $98 million Impairment charge recorded at FPL FIberNet See Notfi 5 -Corporate and Other. 
IC1 Includes an Indonesian pmjed @ah of $97 mUllon. See Note 11 - FPL Energy. 
W FPL Energy's tax expense (beneilt) include productlon tax credits that were recognized based on La tax sharing agreement with FPL Gmup. See Note 1 - Income Taxes. 
0 Includes the indoneslan pmject galn of $53 mllilon after-tax. 
(0 indudes the FPL FlbarNet Impairment charge of $50 millkm after-tax. 
(QI Includes net contract mstructurlng and lmpainnent charges of $45 mlllion after.tax. See Note 5 - FPL EInergy. 
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18. Summarized Financial Information of FPL Group Capltal 

FPL Group Capital, a 100% owned subsidiary of FPL G n ~ p ,  provides funding for and holds ownership interest in FPL Group's 
operating subsidiaries other than FPL. Most of FPL Group Capital's debt, induding its debentures, and payment guarantees are 
fully and unconditionally guaranteed by FPL Group. Condensed consolidating financial information is as follows: 

Condensed Consolidating Statements of Income 

Year Ended Year Ended Year Ended 
December 31,2006 Decembor 31,2005 December 31,2004 

FPL FPL FPL FPL FPL 
Group Group FPL Group 

ConsolC (Guaran- Group ConsdC tor) Capital Other'.' dated tor) CapNal Other'.' dated tor) Capital Other'.' dated 
(mlllions) 

FPL 
Group FPL Group Group FPL 

(Guann- Group Consdl- (Guann- Group 

Operating revenues $ - $ 3.728 $ 11,982 $ 15,710 $ - $ 2.323 $ 9,523 $ 11.846 $ - $ 1,789 $ 6,733 $ 10,522 
Operating expenses (23) (3,070) (10,520) (13,613:s - (2,180) (8,176) (10,356) - (1,620) (7,417) (9,037) 
Interest charges (21) (428) (257) (7061 (25) (366) (202) (593) (28) (303) (158) (489) 
Other @come (de- 

ductlow) - net 
Income (loss) before 

incorm taxes 
Income tax expense 

(beneiit) 
Net Income (loss) 

1,292 283 (1,288) 287 909 275 288 914 166 (908) 172 

1,248 493 (63) 1,678 884 52 247 1,183 886 32 250 1,188 

-- 
272 397 (17) (109) 408 282 (10) (126) 406 (33)7- 423 

1,281 $ 486 $ (488) 901 $ 161 $ (181) $ 901 $ 896 $ 158 $ (158) -- 
(a) Represents FPL and consolidating adjustments. 

Condensed Consolidating Balance Sheets 

PROPERTY, PLANT AND EQUIPMENT 
Electric utlllty plant In s e ~ l c e  and other property 
Less accumulated depreclatlon and amortkatlon 

Total property. plant and equipment - net 
CURRENT ASSETS 

Cash and cash equivalents 
Recelvables 
Other 

Total current assets 

Investment In subsldlarles 
Other 

OTHERASSETS 

Total other assets 
TOTAL ASSETS 

CAPITALIZATION 
Common shareholders' equity 
Long-term debt 

Total capitallzatbn 

Debt due wlthln one year 
Accounts payable 
Other 

Total current liebllkles 

Asset retlrement obllgatlons 
Accumulated deferred Income taxes 
Regulatory llablllties 
Other 

CURRENT LIABILITIES 

OTHER LIABILITIES AND DEFERRED CREDITS 

Total other liebllltles and deferred credlts 
COMMITMENTS AND CONTINGENCIES 
TOTAL CAPITAL1,ZATION AND LIABILITIES 

- December 31, 2006 December 31,2005 

FPI. FPL FPL FPL 
Group FPL Group Group FPL Group 

(Guaran- Group ConsolC (Guenn- Group ConsolC 
tor) Capltal Other'.' dated tor) Capltal Other'.' dated 

(mllllons) 

$ - $10,466 $25,686 $ 36,152 $ - $ 8.902 $24.407 $ 33,309 - (1,805) (9,848) (11,653) - (1,359) (9,529) (10,888) 
- 8,661 15,838 24,499 -- - 7,543 14,878 22,421 

- 556 64 620 7 487 58 530 
170 683 €103 1,656 5 584 84 1 1,430 
10 767 1,$146 2,723 63 518 2,448 3,027 

180 2,006 2.8113 43QQ 75 1,569 3,343 4,987 

-- 

-- - 
1,188 1.747 3,580 6.493 140 1,368 b,074' 5,582 

8,493 11.358 1,747 (6,3812) 8,850 1,368 (4,636) 5,582 
$ 35.991 $ 11,238 $12,414 $12,2839 $ 8,925 $ 10.480 $13.585 $ 32,990 

-- - --- 

$ 9,030 $ 2,354 $ (2,354) $ 9,930 $ 8,561 $ 1,973 $ (1,973) $ 8.581 - 5,377 4,214 - 9,591 4,768 3,271 8,039 
9,'330 7,731 1,860 19,521 8,581 6,741 1,298 16,600 

- 2.112 630 2,742 - 1,269 1,284 2,563 - 325 735 1,060 17 365 883 1,245 

102 2,437 4,728 222 3,186 3.085 6.493 7.267 

-- - -- 

222 749 1,720 2,691 85 803 2,571 3,459 -- 
- 248 1,572 1,820 211 1,474 1.885 

:289 945 2,218 3,432 (5) 502 2,555 3,052 . .  
!531 - 3,121 3,652 - 3,075 3,075 -- :288 - 304 -- 483 - 1,073 - 267 - 589 - 455 1,311 

9,123 1,086 1,497 7,394 9,977 282 1,302 7,559 

$ 11,:/38 $12,414 $12,339 $ 35,991 $ 8,925 $ 10,480 $13,585 $ 32.990 
-I - - 

(a) Represents FPL and consolidating adjustments. 
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Condensed Consolidating Statements of Cash Flows 

Year Ended Year Ended Yealr Ended 
Decemhier 31,2005 Decembar31,2004 December 31,2006 

NET CASH PROVIDED BY 
OPERATING ACTIVITIES 

INVESTING ACTlVrlES 
Capital expendltures, 

independent power 
Investments and 
nudear fuel purchases 

Sale of Independent 
power Investments 

Loan repayments and 
capltal dlstrlbutlcns horn 
equity method lnvestees 

Fundlng of secured loan 
Proceeds horn termlnatlon 

of leveraged leases 
Other - net 

Net cash used In 
Investing actlvties 

CASH FLOWS FROM 

Issuances of long- 
term debt 

Retlrements of . long-termdebt 
Pmceeds horn purchased 

Corporate Unlts 
Payments to termlnate 

Corporate Units 
Net change In 

Issuances of commn stock 
Dividends on common stock 
Other - net 

CASH FLOWS FROM 

FINANCING ACTIVITIES 

short-term debt 

Net cash pmvlded by 
(used In) Rnanclng 
activltles 

Net increase (decrease) In 
cash and cash equlvalents 

Cash and cash equivalents 
at beglnning of period 

Cash and cash equlvalents 
at end of year 

FPL FPL FPL FPL FPL FPL 
Group Gmup FPL Gmup Gmup FPL Gmup Gmup FPL 

ConsdC (Guar- Gmup Consdl. (Guar- Gmup ConsdC (Guar- Group 
antor) Capital Othe+" dated antor) Capital Othd '  dated antor) Capital Other(.) dated 

(mllllons) 

(40) (1.833) (1,866) (3,739) 

20 20 

- (824) (1,712) (2,546) 

69 69 

- 199 - (43) 
199 
(43) 

2,470 938 3,408 

- (1,530) (135) (1,665) 

21 0 - 210 

- 803 588 1,391 

- (715:l (505) (1,220) 

334 235 569 

(320) 1,118 801 1,399 89 411 423 923 (409) (388) 115 (682) 

89 8 90 (19) 333 305 36 61 96 

7 467 56 530 28 134 65 225 27 98 4 129 ------------ 
$ - $ 558 $ 64 $ 620 $ 7 S 467 $ 56 $ 530 $ 26 $ 134 $ 65 $ 225 

(a) Represents FPL and consolldatlng adjustments. 
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19. Quarterly Data (Unaudited) 

Condensed consolidated quarterly financial information is ;as follows: 

- June 30 September 30 I*) December 31 Io) March 31 (-1 

(millions, except per share amounts) 
FPL GROUP: 

Operating revenues @) 

Operating income @) 

Net income @) 

Earnings per share I.) 
Earnings per share - assuming dilution @) 

Dividends per share 
High-low common stock sales prices 

operating revenues @I 
Operating income @I 
Net income @I 

Earnings per share 
Earnings per share - assuming dilution 1.) 
Dividends per share 
High-low common stock sales prices 

FPL: 

Operating revenues Ib) 

Operating income iw 
Net income 

Operating revenues 
Operating income @) 

Net income @) 

2006 

2005 

2006 

2005 

$3,584 $3,809 $ 4,694 $3,623 
$ 473 $ 435 $ 872 $ 317@) 

$ 0.64 $ 0.60 $ 1.33 $ 0.68") 
$ 0.64 $ 0.60 $ 1.32 $ 0.67'dl 
.$0.375 $0.375 $ 0.375 $0.375 

$ 251 $ 236 $ 527 $ 268"' 

1643.42-38.85 $41.97-37.81 $ 45.87-40.59 $55.57-44.97 

16 2,437 $2,741 $ 3,504 $3,164 
15 236 $ 327 $ 570 $ 356 
!S 139 $ 207 $ 346 $ 209 
!6 0.37 $ 0.54 $ 0.90 $ 0.54 
$ 0.37 $ 0.54 $ 0.89 $ 0.54 
$0.355 $0.355 $ 0.355 $0.355 
!641.38-35.90 $~42.72-39.16 $ 48.1 1-40.30 $48.05-40.75 

!i2,584 $ :2,999 $ 3,513 $2,892 
!; 246 $ 339 $ 565 $ 313 
li 122 $ 182 $ 328 $ 170 

$2,041 $ :2,298 $ 2,891 $2,298 
3; 201 $ 343 $ 551 $ 252 
9; 111 $ 201 $ 311 $ 124 

(a) In the oplnbn of FPL Group and FPL, all adjustments, whkh consist of normal recurring accrualls necessary to present a fair statement of the amounts shown for such 
periods. ham been made. Results of opetations fur an interim period Qeneraly will not give a true lndkatlon of results for the year. Amounts haw been adjusted to 
reflect the retrospective application of a FASB Staff Posltbn related to planned maior maintenance activlles. Such adjustments ware not material for the aua*Ts 
presented. 
The sum of the quarterly amounts may not equal the total for the year dire to rounding. 
Includes lmpaimnt charges. See Note 5. 
Lnckrdes Impairment charges and an Indonesian project gain. See Note 5 and Note 11 - FPL Enlergy. 
The sum ofthe quartdy amounts may not equal the total forthe year due to munding and changes In welghted-average number of common shares ouhtandlng. 
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item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure 

None 

Item 9A. Controls and Procedures 

Disdosure Controls and Procedures 

As of December31, 2006, each of FPL Group and Fi'L had performed an evaluation, under the supervision and with the 
participation of its management, including FPL Group's and FPL's chief executive officer and chief financial officer, of the 
effectiveness of the design and operation of each company's disclosure contrrols and procedures (as defined in Exchange Act Rule 
13a-I5(e) or 15d-I5(e)). Based upon that evaluation, the thief executive officer and chief financial officer of each of FPL Group and 
FPL concluded that the company's disclosure controls and procedures are Mective in timely alerting them to material information 
relating to the company and its consolidated subsidiaries irequired to be included in the company's reports filed or submitted under 
the Exchange Act and ensuring that information requirecl to be disclosed in the company's reports filed or submitted under the 
Exchange Act is accumulated and communicated to management, including its principal executive and principal financial officers, to 
allow timely decisions regarding required disclosure. FPL Group and FPL each have a Disclosure Committee, which is made up of 
several key management employees and reports directly to the chief executive officer and chief financial officer of each company, to 
monitor and evaluate these disclosure controls and pn3cedure.s. Due to the inherent limitations of the effectiveness of any 
established disclosure controls and procedures, management of FPL Group and FPL cannot provide absolute assurance that the 
objectives of their respective disclosure controls and procedures will be met. 

lntemal Control Over Financial Reporting 

(a) Management's Annual Report on lntemal Control Over Financial Reporting 

See Item 8. Financial Statements and Supplementary Data. 

(b) Attestation Report of the Independent Registered Putilic Accounting Firm 

See Item 8. Financial Statements and Supplementary Data. 

e (c) Changes in Internal Control Over Financial Reporting 

FPL Group and FPL are continuously seeking to irnprove the efficiency and effectiveness of their operations and of their 
internal controls. This results in refinements to processes throughout FPL Group and FPL. However, there has been no 
change in FPL Group's or FPL's internal control over financial reporting that occurred during FPL Group's and FPLk most 
recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, FPL Group's or FPL's internal 
control over financial reporting. 

item 9B. Other lnformatlon 

None 

PART 111 

Item 10. Directors, Executive Officers and Corporate Governance 

The information required by this item will be included in FPL Group's Proxy Statement which will be filed with the SEC in 
connection with the 2007 Annual Meeting of Shareholders (FPL Group's Proxy Statement) and is incorporated herein by 
reference, or is included in Item 1. Business - Executive Officers of FPL Group. 

item 11. Executive Compensation 

The information required by this item will be included in FF'L Group's Proxy Statement and is incorporated herein by reference. 

Item 12. Securlty Ownership of Certain Beneficial Owners and Management and Related Stockholder 
Matters 

The information required by this item relating to security ownership of certain beneficial owners and management will be 
included in FPL Group's Proxy Statement and is incorporated herein by referisnce. 
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SECURITIES AUTHORIZED FOR ISSllANCE UNDER EQUITY COMPENSATION PLANS 

FPL Group's equity compensation plan information as of December 31, 20016 is as follows: 

Number of securities remaining 
available for future issuance 

issued upon exercise of Weighted,-average exercise under equity compensation 
outstanding options, wanants price of outstanding options, plans (excluding securities 

Number of securities to be 

and rights warrants and rights reflected in column (a)) 
Plan category (a) (b) (C) - 

Equity compensation 
plans approved by 
security holders 

Equity compensation 
plans not approved by 
security holders (J 

6,344,801 

38,589 

$30.22 

$14.96 

11,488,408 

1.1 Represents optbns granted by Gexa Corp. under Its Amended and Restated 2004 incentive Plan and pursuant to varlous Individual grants, ail of whlch WETO 
made prior to the ecguisltion of Gexa Corp. All such options were assumed by FPL Group in connection wlth the aquisltlon of Gexa Corp. and are fully vested 
and exercisable for shares of FPL Group common stock. No further grants of stock options i~lll be made under this plan. 

Item 13. Certain Relationships and Related Transactions, and Director Independence 

The information required by this item will be included in FPL Group's Proxy !Statement under the subheadings Policy Regarding 
Transactions with Related Persons, if applicable and Director Independence in the section entitled Corporate Governance and 
Board Matters and is incorporated herein by reference. 

Item 14. Principal Accountant Fees and Services 

FPL Group -The information required by this item will be included in FPL Gi~up's Proxy Statement under the subheadings Fees 
Paid to Deloitte & Touche LLP and Policy on Audit Corrimittee Pre-Approvial of Audit and Non-Audit Services of Independent 
Registered Public Accounting Firm in the section entitled Audit-Related Mattens and is incorporated herein by reference. 

FPL - The following table presents fees billed for professional services rendered by Deloitte & Touche LLP, the member firms 
of Deloitte Touche Tohmatsu, and their respective afhliates (collectively, Deloitte & Touche) for the fiscal years ended 
December 31,2006 and 2005. The amounts presented tslow reflect allocations from FPL Group for FPL's portion of the fees, 
as well as amounts billed directly to FPL. 

2005 - 2006 

Audit fees ('1 $ 2,571,000 $ 2,410,000 
Audit-related fees @) 252,000 237,000 
Tax fees 37,000 101,000 
All other fees 
Total 

- 
$ 2,860,000 $ 2748000 , , 

1.) Audlt fees consist of fees billed for professlonal servlces rendered for the audh of FPL's and FPL Group's annual consoildated flnanclai statements for the fiscal 
year, the reviews of the financial staluments Included in FPL's and FPI. Group's Qualterly Repi* on Form 10-Q for the fiscal year, attestation of management's 
assessment of internal mntrd over flnanclal rewrtina and me audlt of the effectiveness of internal control over financlai reDortino. comfort letters. consents. and 

(bl 

other services related to SEC matters, services in co~nectlon with annual and semi-annual filings of FPL Group's financial s&me;ts with the Japanese Ministry of 
Flnance and accountlng consultatbns to the extent necessary for Delob B Touche to fuinll Ita responsibility under Public Company Amuntlng Oversight Board 
standards. 
Audlt-related fees consist of fees billed for assurance and related serviim that are reasonably related to the pefformanca of the audlt or review of FPL's and FPL 
Group's consdldated financial statements and are not reported under Audit Fees. These fees pirlmarliy related to audlts of subsldiary financial statements, comfort 
letters, consents and other services related to subsidiary (nonSEC regstrant) financing adivftieis, eudlts of employee bermflt plans and consultation on accounting 
standards and on transactions. 
Tax fees consist of fees billed for professional services rendered for tax compllance, tax aclvlce and tax plannlng. In 2006, all tax fees paid related to tax 
compliance services. In 2005, approximately $21,000 was paid related to tax advice and planning services. All other tax fees paid in 2005 related to tax 
compliance services. 
All other fees consist of fees for products and services other than the SOIVICES reported under the other named categories. In 2006 and 2005, there were no other 
fees Incurred in this category. 

In accordance with the requirements of Section 404 of the Sarbanes-Oxley Act of 2002 (Sarbanes-Oxley), FPL Group's Audit 
Committee's preapproval policy for services provided by the independent auditor and the Charter of the Audit Committee, all 
services petformed by Deloitte & Touche are approved in advance by the Audit Committee. Audit and audit-related services 
specifically identified in an appendix to the pre-approval policy are pre-approved by the Audit Committee each year. This pre- 
approval allows management to request the specified audit and audit-related services on an as-needed basis during the year, 
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provided any such services are reviewed with the Audit Committee at its ne!M regularly scheduled meeting. Any audit or audit- 
related service for which the fee is expected to exceed !i250,000, or that irlvolves a service not listed on the pre-approval list, 
must be specifically approved by the Audit Committee piior to commencerlent of such work. In addition, the Audit Committee 
approves all services other than audit and audit-rekted services perliormed by Deloitte & Touche in advance of the 
commencement of such work or, in cases which meet the de minimus pre-approval exception established by Sarbanes-Oxley, 
prior to completion of the audit. The Audit committee has delegated to the chairman of the committee the right to approve 
audit, audit-related, tax and other services, within certain limitations, between meetings of the Audit committee, provided any 
such decision is presented to the Audit committee at its next regularly scheduled meeting. The Audit Committee reviews on a 
quarterly basis a schedule of ail services for which DelDitte & Touche has been engaged and the estimated fees for those 

. services. In 2006, approximately $5,800 (16% of total tax fees and 0.2% of total fees paid to Deloitte & Touche during 2006) of 
services included in the Tax Fees category described above were approved by the Audit Committee after the services were 
rendered, pursuant to the de minimus exception established by Sarbanes-Oxley. In 2005, no services provided by Deloitte 8 
Touche to FPL or allocated to FPL under the categories Audit-related Fees, Tax Fees and All Other Fees described above 
were approved by the Audit committee after services were rendered pursuant to the de minimus exception. 

PART IV 

Item 15. Exhlbits and Financlal Statement Schedules 

(a) I. Financial Statements 

Management's Report on Internal Control Over Financial Reporting 
Attestation Report of Independent Registered Public Accounting Firm 
Report of Independent Registered Public Accounting Firm 
FPL Group: 

Consolidated Statements of Income 
Consolidated Balance Sheets 
Consolidated Statements of Cash Flows 
Consoildated Statements of Common Shareholders' Equity 

Consolidated Statements of Income 
Consolidated Balance Sheets 
Consolidated statements of Cash Flows 
Consolidated Statements of Common Shareholder's Equity 

Notes to Consolidated Financial Statements 

2. Financial Statement Schedules - Schedules are omitted as not applicaible or not required. 

3. Exhibits (including those incorporated by reference) 

FPL: 

Exhibit 
Number DescriDtion 

'2 Termination and Release Agreement dated as of October 24,2006, among 
FPL Group, Constellation Energy Group, Inc. and CF Merger Corporation 
(filed as Exhibit 2.1 to Form 8-K dated October 24,2006, File No. 1-8841) 

'3(i)a Restated Articles of Incorporation of FPL Group dated December 31, 1984, 
as amended through March 10,2005 (filed as Exhibit 3(i) to Form S-4, 
. File No. 333-124438) 

Amendment to FPL Group's Restated Articles of incorporation dated July 3, 2006 
(filed as Exhibit 3(i) to Form 8-K dated June 30, 2006, File No. 1-8841) 

Restated Articles of Incorporation of F'PL dated March 23, 1992 (filed as 
Exhibit 3(i)a to Form IO-K for the year' ended December 31, 1993, File No. 
1-3545) 

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

*3(i)b 

*3(i)c 

'3(i)d 

47 
48 
49 

50 
51 
52 
53 

54 
55 
56 
57 

58-92 

FPL - a  
X X 

X 

X 

X 

X 
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Exhibit 
Number DescriDtion 

FPL 
GrouDm 

*3(ije 

*3(i)f 

*3(i)g 

*3(i)h 

*3(i)i 

*3(i)j 

*3(i)k 

*3(i)l 

*3(ii)a 

*3(ii)b 

*4(@ 

Amendment to FPL's Restated Articles of Incorporation dated May 11, 1992 
(filed as Exhibit 3(i)c to Form 10-K fcr the year ended Dlecember 31, 1993, 
File No. 1-3545) 

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

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

Amendment to FPL's Restated Ar t ich of Incorporation dated August 31, 1993 
(filed as Exhibit 3(i)f to Form IO-K for the year ended December 31,1993, 
File No. 1-3545) 

Amendment to FPL's Restated Articles of Incorporation dated November 30, 
1993 (filed as Exhibit 3(i)g to Form 10-K for the year ended December 31, 
1993, File No. 1-3545) 

Amendment to FPL's Restated Articles of Incorporation dated January 20,2004 
(filed as Exhibit 3(i)j to Form 10-K dated December 31, ,2003, File No. 2-27612) 

Amendment to FPL's Restated Articles of Incorporation dated January 20,2004 
(filed as Exhibit 3(i)k to Form IO-K dated December 31,2003, File No. 2-27612) 

Amendment to FPL's Restated Articles of Incorporation dated February 11,2005 
(filed as Exhibit 3(i)m to Form IO-K for the year ended December 31, 2004, 
File No. 2-27612) 

(filed as Exhibit 3(ii)a to Form IO-Q for the quarter ended June 30,2006, 
File No. 1-8841) 

Amended and Restated Bylaws of FF'L Group, as amended through May 26,2006 X 

X 

X 

X 

X 

X 

Bylaws of FPL dated May 11, 1992 (filed as Exhibit 3 to Form 8-K dated May I, 1992, X 
File No. 1-3545) 

Mortgage and Deed of Trust dated as of January 1,1944, and One hundred and 
ten Supplements thereto, between FPL and Deutsche Bank Trust Company 
Americas, Trustee (filed as Exhibt B-?I, File No. 24845; Ekhibff 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(ap, File No. 2-10093; Exhibit 4(c), File No. 2-1 1491; 
Exhibit 4(b>l, File No. 2-12900; Exhibit 4(b>I, File No. 2.13255; Exhibit 4(b)-I, 
File No. 2-13705; Exhibff 4(b>l, File No. 2-13925; Exhibit 4(b)-1, File No. 2-15088; 
Exhibit 4(b>I, File No. 2-15677; Exhibit 4(b)-I, File No. 2-20501; Exhibit 4(b>I, 
File No. 2-22104; Exhibit 2(c), File No. 2-23142; Ethibit 2(c), File No. 2-24195; 
Exhibit 4(b>l, File No. 2-25677; Exhibit 2(c), File No. 2-21'612; 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. 2-390136; Exhibit 2(c), File 
No. 241312; Exhibit 2(c), File No. 244234; Exhibit 2(c), File No. 246502; 
Exhibit 2(c), File No. 248679; Exhibit :2(c), File No. 2497:26; Exhibit 2(c), File 
No. 2-50712; Exhibit 2(c), File No. 2-5:2826; Exhibit 2(c), File No. 2-53272; 
Exhibit 2(c), File No. 2-54242; Exhibit :2(c), File No. 2-562:28; Exhibits 2(c) and 
2(d), File No. 2-60413; Exhibits 2(c) arid 2(d), File No. 2-65701; Exhibit 2(c), File 
No. 2-66524; Exhibit 2(c), File No. 2-6'7239; Exhibit 4(c), File No. 2-69716; 
Exhibit 4(c), File No. 2-70767; Exhibit 4(b), File No. 2-71512; Exhibit 4(b), 
File No. 2-73799; Exhibits 4(c), 4(d) arid 4(e), File No. 2-75762; Exhibit 4(c), 
File No. 2-77629; Exhibit 4(c), File No. 2-79557; Exhibit 9!3(a) to Post-Effective 
Amendment No. 5 to Form S-8, File No. 33-18669; Exhibit 99(a) to Post-Effective 
Amendment No. 1 to Form S-3, File No. 3346076; Exhibit 4(b) to Form 10-K 
for the year ended December 31, 1993, File No. 1-3545; Eixhibit 4(i) to Form 10-Q 

X X 
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Exhibit - Number 

"4(i) 

DescriDtion 

for the quarter ended June 30, 1994, File No. 1-3545; Exhibit 4(b) to Form lo-Q 
for the quarter ended June 30,1995, File No. 1-3545; Exhibit 4(a) to Form 1 0 4  
for the quarter ended March 31,1996, File No. 1-3545; Ejthibit 4 to Form IO-Q for 
the quarter ended June 30, 1998, File No. 1-3545; Exhibit 4 to Form 10-Q for the 
quarter ended March 31, 1999, File No. 1-3545; Exhibit 4(f) to Form 10-K for the 
year ended December 31,2000, File IVo. 1-3545; Exhibit 4(g) to Form 10-K for the 
year ended December 31,2000, File IUo. 1-3545; Exhibit 4(0), File No. 333-102169; 
Exhibt 4(k) to Post-Effective Amendment No. 1 to Form S-3, File No. 333-102172; 
Exhibit 4(1) to Post-Effective Amendmimt No. 2 to Form S8-3, File No. 333-102172; 
Exhibit 4(m) to Post-Effective Amendment No. 3 to Form 5-3, File No. 333-1021 72; 
Exhibt 4(a) to Form IO-Q for the quarter ended September 30,2004, File 
No. 2-27612; Exhibit 4(f) to Amendment No. 1 to Form S-3, File No. 333-125275; 
Exhibit 4(y) to Post-Effective Amendtment No. 2 to Form 8-3, File Nos. 333-1 16300, 
333-1 16300-01 and 333-1 16300-02; Exhibit 4(z) to Post-l:ffective Amendment 
No. 3 to Form S-3, File Nos. 333-1 16300,333-1 16300-01 and 333-1 16300-02; and 
Exhibit 4(b) to Form 10-Q for the quarter ended March 31,2006, File No. 2-27612) 

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

Guarantee Agreement between FPL Group (as Guarantor) and The Bank of 
New York (as Guarantee Trustee) dated as of June 1, 19!39 (filed as Exhibit 4(b) 
to Form 8-K dated July 16, 1999, File iNo. 1-8841) 

FPL 
FpL' 

X 

X 

X Officer's Certificate of FPL Group Capital, dated June 29, 1999, creating the 
7 3/8% Debentures, Series due June 'I, 2009 (filed as Exhibit 4(d) to Form 8-K 
dated July 16, 1999, File No. 1-8841) 

Debentures, Series due May 15,2007 (filed as Exhibit 4 to Form 10-Q for the quarter ended 
June 30,2001, File No. 1-8841) 

Officer's Certificate of FPL Group Capital, dated May 1 I, :2001, creating the 6 118% X 

Officer's Certificate of FPL Group Capital, dated June 12,2002, creating 
the Series B Debentures due February 16,2008 (filed as Exhibit 4(a) to 
Form 10-Q for the quarter ended June 30,2002, File No. 1-8841) 

Officer's Certificate of FPL Group Capital, dated August 1 E, 2006, creating the 
5 98% Debentures, Series due Septeinber 1,201 1 (filed as Exhibit 4 to Form 8-K 
dated August 18,2006, File No. 1-8841) 

Indenture (For Unsecured Subordinated Debt Securities relating to Trust Securities) 
dated as of March 1,2004 among FPL. Group Capital, FPIL Group (as Guarantor) 
and the Bank of New York (as Trustee) (filed as Exhibit 4(au) to Post-Effective 
Amendment No. 3 to Form S-3, File Nos. 333-102173,333-102173-01,333-102173-02 and 

Preferred Trust Securities Guarantee Agreement between1 FPL Group (as Guarantor) 
and The Bank of New York (as Guarantee Trustee), dated as of March 15,2004 (filed 
as Exhibit 4(aw) to Post-Effective Amendment No. 3 to Form S-3, File Nos. 333-102173, 
333-102173-01,333-102173-02 and 333-102173-03) 

Amended and Restated Trust Agreement relating to FPL Group Capital Trust I, dated 
as of March 15, 2004 (filed as Exhibit 4(at) to Post-Effective Amendment No. 3 to 
Form S-3, File Nos. 333-102173,333-102173-01,333-10~!173-02 and 333-102173-03) 

333-1 021 73-03) 

Agreement as to Expenses and Liabilities of FPL Group Capital Trust I, dated as of 
March 15, 2004 (filed as Exhibit 4(ax) to Post-Effective Amendment No. 3 to Form S-3, 
File Nos. 333-102173,333-102173-01, 333-102173-02 and 333-102173-03) 

X 

X 

X 

X 

X 

X 
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Exhibit 
Number DescriDtion 

FPL 

'lO(a) 

*lO(b) 

+lO(c) 

Officer's Certificate of FPL Group Capital and FPL Group, dated March 15,2004, 
creating the 5 718% Junior Subordinaled Debentures, Series due March 15,2044 
(filed as Exhibit 4(av) to Post-Effective Amendment No. 3 to Form S-3, File Nos. 333- 
102173,333-102173-01,333-102173-02 and 333-10217:3-03) 

Indenture (For Unsecured Subordinatid Debt Securities) dated as of September 1, 
2006, among FPL Group Capital, FPL. Group (as Guarantor) and The Bank of 
New York (as Trustee) (filed as Exhibit 4(a) to Form 8-K dated September 19,2006, 
File No. 2-8841) 

Officer's Certificate of FPL Group Capital and FPL Group dated September 19,2006, 
creating the Series A Enhanced Junior Subordinated Debentures due 2066 
(filed as Exhibit 4(b) to Form 8-K dated September 19,20106, File No, 1-8841) 

Officer's Certificate of FPL Group Capital and FPL Group dated September 19,2006, 
creating the Series B Enhanced Junior Subordinated Debentures due 2066 
(filed as Exhibit 4(c) to Form 8-K dated September 19,2006, File No. 1-8841) 

Replacement Capital Covenant dated September 19.20016 by FPL Group Capital 
and FPL Group (filed as Exhibit 4(d) to Form 8-K dated September 19,2006, 
File No. 1-8841 ) 

Warrant Agreement by and between Gexa Corp. and HighbridgeKwirn Special 
Opportunities Fund, L.P., dated as of July 8, 2004, assumed by FPL Group effective 
June 17,2005 (filed by Gexa Corp. as Exhibit 4.1 to Form 8-K dated July 8, 2004, 
File No. 1-31435) 

Warrant Agreement by and between Gexa Corp. and Prospect Street Ventures Ltd., 
dated as of July 19,2004, assumed by FPL Group effective June 17,2005 (filed as 
Exhibit 4(d) to Form 10-Q for the quarter ended June 30,2005. File No. 1-8841) 

Warrant Agreement by and between (Gexa Corp. and Prospect Street Ventures I LLC, 
dated as of September 9,2004, assumed by FPL Group effective June 17,2005 
(filed as Exhibit 4(e) to Form 1 0 4  for the quarter ended June 30,2005, File No. 
1-8841) 

Form of Warrant Agreement to Purchase Shares of Common Stock of Gexa Corp., 
dated as of November 23,2004, assumed by FPL Group effective June 17,2005 
(filed as Exhibit 4(f) to Form 10-Q for the quarter ended June 30,2005, File No. 
1-8841) 

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

Amendments # I  and 2 effective January 1,1998 to FPL Group Supplemental 
Executive Retirement Plan, amended ;and restated effecthie April 1, 1997 
(filed as Exhibit 1 O(b) to Form 10-K for the year ended December 31,1999, 
File No. 1-8841) 

Amendment #3 effective January I, 1999 to FPL Group Supplemental 
Executive Retirement Plan, amended and restated effective April I, 1997 
(filed as Exhibit I O(c) to Form 10-K for the year ended December 31, 
1999, File No. 1-8841) 

Amendment #4 adopted October 13,2005 to FPL Group Supplemental Executive 
Retirement Plan, amended and restated effective April 1, 'I 997 

Appendix C1 (revised as of February 15,2007) to Amendrnent #4 adopted October 13, 
2005 to FPL Group Supplemental Executive Retirement Plan, amended and restated 
effective April 1,1997 

X 

.X 

X 

X X 

X X 

X X 

X X 

X X 
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Exhibit 
Number 

'lO(h) 

1O(i) 

'1 O(i)  

*lO(k) 

*10(n) 

'lO(0) 

*lO(s) 

'1 O(t) 

DescriDtion 

Amendment #5 adopted February 15,2007 to FPL Group Supplemental Executive 
Retirement Plan, amended and restated effective April 1, 1997 

Supplement to the FPL Group Suppleinental Executive Retirement Plan 
as it applies to Lewis Hay, 111 effective March 22, 2002 (filcd as Exhibit lO(g) 
to Form 10-K for the year ended December 31,2001, File No. 1-8841) 

FPL Group Amended and Restated Long Term Incentive Plan, as amended and 
restated October 13,2006 (filed as Exhibit 1 O(a) to Form 'I 0-Q for the quarter 
ended September 30,2006, File No. 1-8841) 

Form of FPL Group Amended and Restated Long Term lricentive Plan 
Performance Share Award Agreemenl 

Form of FPL Group Amended and Restated Long Term Incentive Plan 
Restricted Stock Award Agreement (filed as Exhibit 1 O(b) to Form 8-K dated 
December 29,2004, File No. 1-8841) 

Form of FPL Group Amended and Restated Long Term Incentive Plan 
Restricted Stock Award Agreement (filed as Exhibit 10 to Form 8-K dated 
January 28,2005, File No. 1-8841 ) 

Form of FPL Group Amended and Restated Long Term Incentive Plan Restricted 
Stock Award Agreement 

Form of FPL Group Amended and Restated Long Term Incentive Plan 
Stock Option Award - Non-Qualified Stock Option Agreement (filed as 
Exhibit lO(c) to Form 8-K dated Decernber 29,2004, File No. 1-8841) 

Form of FPL Group Amended and Restated Long Term Incentive Plan Stock 
Option Award - Non-Qualified Stock Option Agreement (filed as Exhibit 10(d) to 
to Form 8-K dated December 29,2004, File No. 1-8841) 

Form of FPL Group Amended and Restated Long Term Incentive Plan 
Deferred Stock Award Agreement (filed as Exhibit 10(dd) to Form 10-K for the 
year ended December 31,2005, File No. 1-8841) 

Form of FPL Group Annual Incentive Plan (filed as Exhibit lO(n) to Form 10-K 
for the year ended December 31,2004 File No. 1-8841) 

2007 FPL Group Annual Incentive Plan 

FPL Group Deferred Compensation Plan, amended and restated effective 
January 1,2003 (filed as Exhibit lO(k) to Form 10-K for the year ended 
December 31,2002, File No. 1-8841) 

FPL 
mFPJ 

X X 

X X 

X X 

X X '  

X X 

X X 

X 

X 

X 

X 

X 

X 

X 

X FPL Group Executive Long Term Diszibilii Plan effective January 1,1995 
(filed as Exhibit 1 O(g) to Form 10-K for the year ended December 31, 
1995, File No. 1-8841) 

amended and restated October 13,2006 (filed as Exhibit 10(b) to Form 10-Q for 
the quarter ended September 30,2005, File No. 1-8841) 

FPL Group Amended and Restated Nm-Employee Directors Stock Plan, as X 

Non-Employee Director Compensation Summary X 

Form of Split Dollar Agreement betwelan FPL Group and each of its X 
executive officers who elect to participate, including provisions relating 
to Certain Officers (as of February 26,2007 all executive officers participate 
except Moray P. Dewhurst, and "Certain Officers" include Armando J. Olivera 
and Antonio Rodriguez) (filed as Exhibit lO(s) to Form 1O.K for the year ended 
December 31,2004, File No. 1-8841) 

X 

X 

X 

X 

X 

X 

X 

X 

X 
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Exhibit 
Number Description 

*lO(w) Form of Executive Retention Employrnent Agreement between 
FPL Group and each of Lewis Hay, 111, Armando J. Olivela 
and Antonio Rodriguez (filed as Exhitiit lO(a) to Form IO-.Q for the quarter 
ended June 30,2002, File No. 1-8841 ) 

FPL 
GrouDm 

*A O(x) Form of Executive Retention Employrnent Agreement between X 
FPL Group and each of Moray P. Decvhurst, John A. Stall and James L. Robo 
(filed as Exhibit 1 O(b) to Form IO-Q far the quarter ended1 June 30,2002, 
File No. 1-8841) 

and Armando J. Olivera, dated as of October 17,2003 (filed as Exhibit lO(a) 
to Form 10-Q for the quarter ended September 30,2003, File No. 1-8841) 

and each of Robert H. Escoto, Robert L. McGrath, Edward F. Tancer and 
F. Mitchell Davidson (filed as Exhibit lO(x) to Form 10-K for the year ended 
December 31,2004, File No. 1-8841) 

*lO(aa) Amendment dated as of December 18,2005 to the Execiutive Retention Employment 
Agreement dated as of June 17,200il by and between FPL Group and 
Lewis Hay, 111 (filed as Exhibit lO(y) tc Form 10-K for the 'year ended December 31, 
2005, File No. 1-8841) 

*lO(bb) Amendment dated as of December 18,2005 to the ExeciJtive Retention Employment 
Agreement dated as of June 10,200;! by and between FPL Group and Moray P. Dewhurst 
(filed as Exhibit IO@) to Form 10-K for the year ended December 31, 
2005, File No. 1-8841) 

01 O(cc) Form of Amendment dated as of Declsmber 18,2005 to the Executive Retention 
Employment Agreement between FPI- Group and each of Robert H. Eswto, 
Robert L. McGrath, Armando J. Olivera, James L. Robo, Antonio Rodriguez, 
John A. Stall and Edward F. Tancer (fled as Exhibit lO(aa) to Form 10-K for the 
year ended December 31,2005, File No. 1-8841) 

* I  O(y) Amendment to Executive Retention Employment Agreement between FPL Group X 

*lo(Z) Form of Executive Retention Employment Agreement between FPL Group X 

X 

X 

X 

X X 

*lO(dd) Employment Agreement between FF'L Group and Lewis; Hay, 111 dated 
February 25,2005 (filed as Exhibit 1 O(y) to Form 10-K !or the year ended 
December 31,2004, File No. 1-8841) 

'1 O(ee) Amendment dated as of December 1!5,2005 to the Emplloyment Agreement dated 
as of February 25,2005 between FPL. Group and Lewis Hay, 111 (filed as Exhibit 
lO(cc) to Form 10-K for the year ended December 31,2005, File No. 1-8841) 

Amendment dated December 15.2006 to the Employment Agreement dated as of 
February 25,2005 between FPL Group and Lewis Hay, 111 

Guarantee Agreement between FPL Group and FPL Group Capital, 
dated as of October 14,1998 (filed as, Exhibit 1O(y) to Form 10-K for the 
year ended December 31,2001, File No. 1-8841) 

Computation of Ratios 

Computation of Ratios 

Subsidiaries of FPL Group 

Consent of Independent Registered F'ublic Accounting Firm 

Rule 13a-I4(a)/l5d-l4(a) Certification of Chief Executive Officer of FPL Group 

Rule 13a-14(a)!I5d-l4(a) Certification of Chief Financial #Officer of FPL Group 

X 

X 

X 

X 

X 

X 

X 

X 

X 

31(c) Rule 13a-14(a)/15d-l4(a) Certificatiori of Chief Executive Officer of FPL 

100 
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ExhibU 
Number DescriDtion 

31(d) Rule 13a-14(ayl5d-I4(a) Certificatiori of Chief Financial Officer of FPL 

32(a) Section 1350 Certification of FPL Group 

32(b) Section 1350 Certification of FPL 

FPL 
Groups 

X 

X 

X 

'Incorporated herein by reference 

FPL Group and FPL agree to furnish to the SEC upon request any instrument with respect to long-term debt that FPL Group 
and FPL have not filed as an exhibit pursuant to the exemption provided by Item 601 (bX4XiiiXA) of Regulation S-K. 
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FPL GROUP, INC. SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchiange Act of 1934, the registrant has duly caused this 
report to be signed on its behalf by the undersigned, thereLinto duly authorized. 

IFPL Group, Inc. 

JAMES L.ROBO 
James L. Rob0 

President and Chief Operating Officer 
Date: February 26,2007 

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on. 
behalf of the registrant and in the capacities and on the date indicated. 

Signature and Title as of February 26,2007 

LEWIS HAY, 111 
Lewls Hay, I l l  
Chairman of the Board, 
Chief Executive Officer and Director 
(Principal Executive Officer) 

K. MICHAEL DAVIS 
K. Michael Davis 
Controller and Chief Accounting Officer 
(Principal Accounting Officer) 

MORAY P. DEWHURST 
Moray P. Dewhurst 
Vice President, Finance and 
Chief Financial Officer 
(Principal Financial Officer) 

Directors: 

SHERRY S. BARRAT 
Sherry S. Barrat 

ROBERT M. BEALL, II 
Robert M. Beall, I1 

J. HYATT BROWN 
J. Hyatt Brown 

JAMES L. CAMAREN 
James L. Camaren 

J. BRIAN FERGUSON 
J. Brian Ferguson 

Toni Jennings 

RUDY E. SCHUPP 
Rudy E. Schupp 

MICHAEL H. THAMAN 
Michael H. Thaman 

HANSEL E. TOOKES, I I  
Hansel E. Tookes, I1 

PAUL R. TREGURTHA 
Paul R. Tregurtha 
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FLORIDA POWER 8, LIGHT COMPANY SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of tlie Securities Exchange Act of 1934, the registrant has duly caused this 
report to be signed on its behalf by the undersigned, thereunto duly authorizecl. 

Florida Power 8 Light Comipany 

ARMA,NDO J. OLIVERA 
Arnnando J. Ollvera 
President and Director 

Date: February 26,2007 

Pursuant to the requirements of the Securities Exchange Act of 1934, this r e p t  has been signed below by the following persons on' 
behalf of the registrant and in the capacities and on the date indicated. 

Signature and Title as of February 26,2007: 

LEWIS HAY, 111 
Lewls Hay. 111 
Chairman 6fthe Board, Chief Executive Officer 
and Director (Principal Executive Officer) 

MORAY P. DEWHURST 
Moray P. Dewhurst 
Senior Vice President, Finance 
and Chief Financial Officer and Director 
(Principal Financial Officer) 

K. MICHAEL DAVIS 
K. Michael Davis 
Vice President, Accounting, 
Controller and Chief Accounting Officer 
(Principal Accounting Officer) 

Directors: 

ANTONIO RODRIGUEZ 
Antonio Rodriguez 

JOHN A. STALL 
John A. Stall 

EDWARD F. TANCER 
Edward F. Tancer 
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Supplemental Information to be Furnished With Reports Filed Pursuant to Section 15(d) of the Securities Exchange Act 
of 1934 Which Have Not Registered Securities Pursuant to Section 12 of the Securities Exchange Act of 1934 

No annual report, proxy statement, form of proxy or other proxy soliciting rnaterial has been sent to securities holders of FPL 
during the period covered by this Annual Report on Form IO-K for the fiscal year ended December 31,2006. 
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Exhibit 12(a) 

FPL GROUP, INC. AND SUBSIDIARIES 
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES'AND 

RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND PREFERRED STOCK DIVIDENDS'@ 

Years Ended December 31, 
2006 2005(bl 20041b1 2003'b1 2002'b' ----- 

(millions of dollars) 
Earnings, as defined: 

Income before cumulative effect of changes 

Preferred stock dividends of a consolidated subsidiary 
Income taxes 
Fixed charges included in the determination of 

Amortization of capitalized interest 
, Distributed income of equity method investees 

Less: Equity in earnings of equity method investees 

in accounting principles 

net income, as below 

Total earnings, as defined 

Fixed charges, as defined: 
Interest charges 
Rental interest factor 
Fixed charges included in nuclear fuel cost 
Fixed charges included in the determination of net income 
Capitalized interest 
Dividend requirements on preferred stock of a 

consolidated subsidiary before income taxes 

Total fixed charges, as defined 

Ratio of earnings to fixed charges and ratio of earnings tcl 
combined fixed charges and preferred stock dividends 1.) 

$1,281 $ 90lrm1 $ 896 $ 906 $ 701, 
-''I 13 15 

397 282 272 376 ,247 

721 609 505 397 328 
11 11 8 4 2 

104 86 83 68 96 
181 124 96 89 76 

- - - - - >  

$2,333 - 
$ 706 

15 

721 
29 

- 

$1,765 - 
$ 593 

16 

609 
21 

$1,668 - 
$ 489 

16 

505 
54 

$ 750 - 
3.1 1 - 

$ 630 

2.80 

- 
- 

$ 559 

2.98 

- 
- 

$1,675 - 
$ 379 

17 
' 1  

397 
88 

20 

$ 505 - 
3.32 - 

$1,313 - 
$ 311 

14 
3 

328 
91 

23 - 
$ 442 - 

2.97 - 
I" FPL Gmup. inc. has no preference equity securWes outstanding; therefore. the ratio of earnings to fixed charges is the S a m  as the ratio of earnings to combined fixed 

" Amounts have been adjusted to reflect the retrospedive application of FPSB Staff Position AUG AIR-1, "Accounting for Planned Major Maintenance Activities.' 
lo) A portion of Florida Power I Light Company's preferred stock was ownid by FPL Gmup, Inc. arid was eliminated in consolidation. Accordingly, those dividends are not 

chargas and preferred stock dividends. 

included herein. 
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Exhibit 12(b) 

FLORIDA POWER 81 LIGHT COMPANY AND SUBSIDIARIES 
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES AND 

RATIO OF EARNINGS TO COMBINED FIJCED CHARGES AND PREFERRED STOCK DIVIDENDS ‘4 

RATIO OF EARNINGS TO FIXED CHARGES 

Earnings, as defined: 
Net income 
Income taxes 
Fixed charges, as below 

Total earnings, as defined 

Fixed charged, as defined: 
’ Interest charges 

Rental interest factor 
Fixed charges included in nuclear fuel cost 
Capitalized interest 

Total fixed charges, as defined 

Ratio of earnings to fixed charges 

RATIO OF EARNINGS TO COMBINED FIXED CHARGES 
AND PREFERRED STOCK DIVIDENDS 

Earnings, as defined: 
Net income 
Income taxes 
Fixed charges, as below 

Total earnings, as defined 

Years Ended December 31, 
2006 2005 2004 2003 2002 

(millionsof dollars) 

- 
_ I - - - - -  

$ 802 $ 748 $ 750 $ 755 $ 732 
424 408 409 403 41 3 
296 244 202 186 177 

$1,522 $1,400 $1,361 $1,344 $1,322 
- - - - - -  - 
$ 278 $ 224 $ 183 $ 173 $ 166 

7 7 8 8 8 
1 3 

$ 296 $ 244 $ 202 $ 186 $ 177 

B.14 5.74 6.74 7.23 7.47 

11 13 11 4 - - - - - -  
I----- - - - - - -  

$ 802 $ 748 $ 750 $ 755 $ 732 
424 408 409 403 413 
296 244 202 186 177 

$1,522 $1,400 $1,361 $1,344 $1,322 
- - - - - -  - - - - - -  

Fixed charged, as defined: 
Interest charges $ 278 $ 224 $ 183 $ 173 $ 166 
Rental interest factor 7 7 8 8 8 

Capitalized interest 
Fixed charges included in nuclear fuel cost I 3 

11 13 11 4 - - - - - -  
296 244 202 186 177 

Non-tax deductible preferred stock dividends 1 13 15 
‘I .53 1.55 1.55 1.53 1.56 Ratio of income before income taxes to net income 

2 20 23 Preferred stock dividends before income taxes 

$ 296 $ 244 $ 204 $ 206 $ 200 Combined fixed charges and preferred stock dividends 

Ratio of earnings to combined fixed charges 
!5.14 5.74 6.67 6.52 6.61 and preferred stock dividends 

Florida Power B Light Company’s preference equity securities were redeemed In January 2005. For the year ended December 31,2005, prefemed stock 
dividends were less than $1 million. Therefore, for the years ended December 31.2006 and 2005, the ratio of earnings to Rxed charges Is the same as 
the ratio of earnings to combined Wed charges and preferred stock dividends. 

- - - - - -  Total fixed charges, as defined 

- - - - - -  
- - - - - -  
I----- 

- - - - - -  
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Exhibit 21 

SUBSIDIARIES OF FPL GRCUP, INC. 

FPL Group, Inc.'s principal subsidiaries as of December 31, 2006 are listed below. All other subsidiaries, if considered in the 
aggregate as a single subsidiary, would not constitute a significant subsidiary. 

Subsidiary 

1. 
2. 
3. FPL Energy, LLC 
4. 
5. Palms Insurance Company, Limited 

Florida Power & Light Company (100%-owned) 
FPL Group Capital Inc (100%-owned) 

Bay Loan and Investment Bank (') 

State or Jurisdiction 
of Incorporation 

Florida 
Florida 
Delaware 
Rhode Island 
Cayman Islands 

Includes 358 subsidiaries that operate in the United States in the same line of business as IFPL Energy, LLC 
1 OO%-owned subsidiary of FPL Group Capital Inc (b) 
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Exhibit 23 

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNlING FIRM 

We consent to the incorporation by reference in the following Registration Statements of our report dated February 26, 2007, 
(which report expresses an unqualified opinion and includes an explanatory paragraph relating to FPL Group, Inc.’s and Florida 
Power & Light Company’s accounting changes resultilng from the adopltion of new accounting standards) relating to the 
financial statements of FPL Group, Inc. and Florida Powrr & Light Company and our report dated February 26, 2007 relating to 
management’s report on the effectiveness of internal control over financial reporting, appearing in this Annual Report on Form 
IO-K of FPL Group, Inc. and Florida Power & Light Company for the year ended December 31, 2006: 

FPL Group, Inc. 
Form s-a 
Form S-3 
Form S-8 
F O ~  s-a 
Form s-a 
Form s-a 
Form S-8 
Form 5-3 
Form s-a 
Form S-3 
Form s-a 
Form S-3 

FPL Group Trust I 
Form S-3 

NO. 33-11631 
NO. 33-57470 
NO. 33-57673 
NO. 333-27079 

NO. 333-1 1491 1 
NO. 333-1 16501 
NO. 333-125275 
NO. 333-1 25954 
NO. 333-1 29482 
NO. 333-1 30479 
NO. 333-1 371 20 

NO. 333-88067 

NO. 333-1 371 20-04 

FPL Group Trust II 
Form S-3 NO. 333-137120-03 

Florida Power & Light Company 
Form S-3 No. 33-40123 
Form 5-3 NO. 333-1 371 20-07 
Form S-4 NO. 333-1 3881 a 

Florida Power & Light Company Trust I 

Florlda Power & Light Company Trust II 

FPL Group (Capital Inc 

FPL Group [Capital Trust II 

Form S-3 No. 333-137120-02 

Form S-3 NO. 333-137120-01 

Form S-3 NO. 333-1 371 20-08 

Form S-3 NO. 333-137120-06 

FPL Group [Capital Trust 111 
Form S-3 NO. 333-137120-05 

DELOllTE &TOUCHE LLP 

Miami, Florida 
February 26,2007 
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Exhlbit 31 (a) 

Rule 13a-14(a~)/l5d-14(a) Certification 

I ,  Lewis Hay, 111. certify that: 

1. 

2. 

I have reviewed this Form IO-K for the year ended December 31,2006 of FPL Group, Inc. (the registrant); 

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material 
fact necessary to make the statements made, in light of the circumstances under which such statements were made, 
not misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present 
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the 
periods presented in this report; 

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-I5(e) and 15d-1 !;(e)) and internal control over financial reporting (as 
defined In Exchange Act Rules 13a-15(9 and 15d-15(9) for the registrant and have: 

a) Designed such disclosure controls and procedures, or causrtd such disclosure controls and procedures to be 
designed under our supervision, to ensure that material iniformation relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared: 

Designed such internal control over financial reporting, or caused such internal control over financial reporting to 
be designed under our supervision, to provi'de reasonable assurance regarding the reliability of financial reporting 
and the preparation of financial statements for external purposes in accordance with generally accepted 
accounting principles; 

Evaluated the effectiveness. of the registrant's disclosure controls and procedures and presented in this report our 
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered 
by this report based on such evaluation; and 

Disclosed in this report any change in the nsgistrant's internal icontrol over financial reporting that occurred during 
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that 
has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial 
reporting; and 

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control 
over financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or 
persons performing the equivalent functions): 

a) All significant deficiencies and material weaknesses in the darsign or operation of internal control over financial 
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and 
report financial information; and 

Any fraud, whether or not material, that involves managemeni or other employees who have a significant role In 
the registrant's internal control over financial reporting. 

4. 
, 

b) 

c) 

d) 

5. 

b) 

Date: February 26,2007 

- LEWIS HAY, 111 
. Lewis Hav. 111 

Chairman of t6e Board 
and Chief Executive Officer 

of FPI. Group, Inc. 

109 



Exhibit 31(b) 

Rule 13a-14(a~)/l5d-I4(a) Certification 

I, Moray P. Dewhurst, certify that: 

1. 

2. 

I have reviewed this Form IO-K for the year ended December 31,20106 of FPL Group, Inc. (the registrant); 

Based on my knowledge, this report does not contain any untrue staitement of a material fact or omit to state a material 
fact necessary to make the statements made, in light of the circumstances under which such statements were made, 
not misleading with respect to the period covered by this report; 

Based on my knowledge, the financial statement!;, and other financial information included in this report, fairly present . 
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the 
periods presented in this report: 

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-l5(e) and 15d-Iti(e)) and internal control over financial reporting (as 
defined in Exchange Act Rules 13a-I5(f) and 15d.4 5(f)) for the registrant and have: 

3. 

4. 

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be 
deslgned under our supervision, to ensure that material iriformation relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others wiihin those entities, particularly during the period in 
which this report is being prepared; 

Designed such internal control over financial reporting, or cauised such internal control over financial reporting to 
be designed under our supervision, to provide reasonable assimnce regarding the reliability of financial reporting 
and the preparation of financial stateme& for external purposes in accordance with generally accepted 
accounting principles; 

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our 
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered 
by this report based on such evaluation; and 

Disclosed in this report any change in the registrant's internal icontrol over financial reporting that occurred during 
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that 
has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial 
reporting; and 

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control 
over financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or 
persons performing the equivalent functions): 

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial 
reporting which are reasonably likely to adversely affect the relgistrant's ability to record, process, summarize and 
report financial information; and 

Any fraud, whether or not material, that involves managemenl or other employees who have a significant role in 
the registrant's internal control over financial reporting. 

b) 

Date: February 26,2007 

MORAY P. DEWHURST 
Moray P. Dewhurst 

Vice President, Finance 
and Chief Financial Officer 

0'' FPL Group, Inc. 
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Exhibit 31(c) 

Rule 13a-14(a)/l5d-14(a) Certification 

I ,  Lewis Hay, 111, certify that 

1. I have reviewed this Form 10-K for the year ended December 31, 2006 of Florida Power & Light Company (the 
registrant); 

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material 
fact necessary to make the statements made, in light of the circumstances under which such statements were made, 
not misleading with respect to the period covered by this report; 

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present 
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the 
periods presented in this report; 

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13i3-15(e) and 15d-IJi(e)) and internal control over financial reporting (as 
defined in Exchange Act Rules 13a-15(9 and 15d-,15(9) for the registrant and have: 

2. 

3. 

4. 

Designed such disclosure controls and prccedures, or caused such disclosure controls and procedures to be 
designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entitles, particularly during the period in 
which this report is being prepared; 

Designed such internal control over financial reporting, or caused such internal control over financial reporting to 
be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting 
and the preparation of financial statements for external purposes in accordance with generally accepted 
accounting principles; 

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented In this report our 
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered 
by this report based on such evaluation; and 

Disclosed in this report any change In the relgistrant's internal control over financial reporting that occurred during 
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that 
has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial 
reporting; and 

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control 
over financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or 
persons performing the equivalent functions): 

a) All significant deficiencies and material weslknesses in the design or operation of internal control over financial 
reporting which are reasonably likely to advctrsely affect the registrant's ability to record, process, summarize and 
report financial information; and 

Any fraud, whether or not material, that involves management or other employees who have a significant role in 
the registrant's internal control over financial reporting. 

b) 

Date: February 26,2007 

I_ 

LEWIS HAY, 111 
Lewis Hav. 111 

Chairman of t i e  Board 
and Chief Executive Officer 

of Florida Power & Light Company 
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Exhlbit 31(d) 

Rule 13a-I4(a)/l5d-l4(a) Certification 

I, Moray P. Dewhurst, certify that: 

1. I have reviewed this Form IO-K for the year ended December 211, 2006 of Florida Power & Light Company (the 
registrant); 

Based on my knowledge, this report does not coritain any untrue statement of a material fact or omit to state a material 
fact necessary to make the statements made, in light of the circumistances under which such statements were made, 
not misleading with respect to the period covered by this report; 

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in 
all material respects the financial condition, results of operations aind cash flows of the registrant as of, and for, the 
periods presented in this report; 

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-I5(e) and 15d-I!5(e)) and internal control over financial reporting (as 
defined in Exchange Act Rules 13a-15(9 and 15d-15(9) for the registrant and have: 

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be 
designed under our supervision, to erisure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared; 

Designed such internal control over financial reporting, or caused such internal control over financial reporting 
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial 
reporting and the preparation of finaricial statements fcir external purposes In accordance with generally 
accepted accounting principles; 

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report 
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period 
covered by this report based on such evaluation; and 

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred 
during the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual 
report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal control 
over financial reporting; and 

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons 
performing the equivalent functions): 

a) All significant deficiencies and matenal weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant's ability to record, process, 
summarize and report financial information; and 

Any fraud, whether or not material, that involves management or other employees who have a significant role 
in the registrant's internal control over fiinancial reporting. 

2. 

3. 

4. 

b) 

c) 

d) 

5. 

b) 

Date: February 26, 2007 

niowy P. DEWHURST 
Moray P. Dewhiurst 

Senior Vice Presidenl, Finance 
and Chief Financial Officer 

of Florida Power & Lighlt Company 
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Exhibit 32(a) 

Section 1350 Certificatlon 

We, Lewis Hay, 111 and Moray P. Dewhurst, certify, pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that: 

(1) The Annual Report on Form 10-K of FPL Group, Inc. (FPL Group) for the year ended December 31,2006 (Report) 
fully complies with the requirements of Section 13(a:1 or 15(d) of the Selcurities Exchange Act of 1934; and 

(2) The information contained in the Report fairly preseiits, in all material respects, the financial condition and results of 
operations of FPL Group. 

Dated: February 26,2007 

LEWIS HAY, 111 
Lewis Hav. 111 

Chairman of tke Board 
and Chief Executive Officer of FPL Gmup, Inc. 

MORAY Is. DEWHURST 
Moray P. Dewhurst 

Vice President, Finance 
and Chief Financial Officer of FPL Group, Inc. 

A signed original of this written statement required by Sttction 906 has been provided to FPL Group and will be retained 
by FPL Group and furnished to the Securities and Exchange Commission or its staff upon request. 

The foregoing certification is being furnished as an exhibit to the Report pursuant to Item 60l(b)(32) of Regulation S-K 
and Section 906 of the Sarbanes-Oxley Act of 2002 and, accordingly, is not being filed with the Securities and Exchange 
Commission as part of the Report and is not to be incorporated by reference into any filing of FPL Group under the 
Securities Act of 1933 or the Securities Exchange Act of 1934 (whether inade before or after the date of the Report, 
irrespective of any general incorporation language contained in such filing). 
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Exhibit 32(b) 

Section 1350 Certification 

We, Lewis Hay, 111 and Moray P. Dewhurst, certify, pursuant to Section 90t3 of the Sarbanes-Oxley Act of 2002, that: 

* ( l )  The Annual Report on Form 10-K of Florida Power & Light Company (FPL) for the year ended December31, 2006 
(Report) fully complies with the requirements of Section 13(a) or 15(d)l of the Securities Exchange Act of 1934; and 

(2) The information contained in the Report fairly presents, in all materiial respects, the financial condition and results of 
operations of FPL. 

Dated: February 26,2007 

LEWIS HAY, 111 - 
Lewis Hav. 111 

Chairmen of tke Board 
and Chief Executive Officer of 

Florida Power & Light Company 

- MORAY IP. DEWHURST 
Moray P. Dewhurst 

Senior Vice President, Finance 
and Chief Financial Officer of 

Florida Power & Light Company 

A signed original of this written statement required by Slsction 906 has been provided to FPL and will be retained by FPL and 
furnished to the Securities and Exchange Commission or its staff upon request. 

The foregoing certification is being furnished as an exhibit to the Report pursuant to Item 601(b)(32) of Regulation S-K and 
Section 906 of the Sarbanes-Oxley Act of 2002 and, accordingly, is nlot being filed with the Securities and Exchange 
Commission as part of the Report and is not to be incorporated by reference into any filing of FPL under the Securities Act of 
1933 or the Securities Exchange Act of 1934 (whether made before or after the date of the Report, irrespective of any 
general incorporation language contained in such filing). 
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UNITED STATES SECURITIES AND EXCHANGE COMMISSION 

Washington, D.C. 20549 

FORM 10-K 
ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) 

OF THE SECURITIES EXCHANGE ACT OF 1934 

For the fiscal year ended December 31,2007 

Commission 
File 

Number 

1-8841 

. 2-27612 

Exact name of nsglstrants as specifield in their 
charters, address of prlnclpai executive offices and 

registrarits' telephone numbeir 

FPL GROUP, INC. 
FLORIDA POWER & LIGHT COMPANY 

700 Unlverse Boulevard 
Juno Boach, Florlda 33408 

(561) 6944000 

State or other jurisdiction of incorporation or orgtanization: Florida 

Securities registered pursuant to Section 12(b) of the Act: 
FPL Group, Inc.: Common Stock, $0.01 Par Value 
Florida Power & Light Company: None 

IRS Employer 
ldentlfication 

Number 

59-244941 9 

59-0247775 

Name of exchange 
on which registered 

New York Stock Exchange 

indicate by check mark If the registrants are well-known seasoned issuers, as defined in Rule 405 of the Securities Act of 1933. 
FPL Group, inc. Yes No - Florida Power 8 Light Company Yes No - 

indicate by check mark if the registrants are not required to file reports puniuant to Section 13 or Sisction 15(d) of the Securities Exchange Act of 1934. 
FPL Group. inc. Yea - No A Fiorlda Power a Light Company Yes - No A 

indicate by check mark whether the registrants (1) have flied ail reports required to be flied by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the 
preceding 12 months, and (2) have been subject to such filing requirements for the past SO days. 

indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be contained, to the best of 
registrants' knowledge, in definitive proxy or Information statements lncorpclrated by reference in Ptrrt 111 of this Form 10-K or any amendment to this Form 10-K. [q 
indicate by check mark whether the registrants are a large accelerated flier, an accelerated filer. a non-acceierated flier, or a smaller reportlng company. See the 
definitions of 'large accelerated flier,' "accelerated flier" and "smaiier repotiing company" in Rule 1:2b-2 of the Securltias Exchange Act of 1934. 

FPL Group, inc. Large Accelerated F i l e r X  Accelsraled Filar- Non-Acteierated Fib- haler RsparUng Company- 
Florida Powec 6 Light Company Large Acceisraied Filer- Accelerated Filer-- Non-Accelsrabol Filer Smsiler Reporting Company - 

indicate by check mark whether the registrants are shell companies (as deiined in Rule 12b-2 of tho Securities Exchange A d  of 1934). Yes - No 
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DEFINITIONS 

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

Term 
K D C  
BART 
capacity clause 
charter 
coz 
DOE 
Duane Arnold 
EMF 
EMT 
2005 Energy Act 
environmeiital clause 
EPA 
ERCOT 
FAS 
FASB 
FDEP 
FERC 
FGT 
FIN 
FMPA 
FPL 
FPL Energy 
FPL FiberNet 
FPL Group 
FPL Group Capital 
FPSC 
fuel clause 
Gulfstream 
Holding Company Act 
IRS 
kv 
kwh 

LTlP 
Management's Discussion 
mortgage 

mw 
NEPOOL 
Note - 
NOx 
NRC 
Nuclear Waste Policy Act 
O&M expenses 
PJM 
PMI 
Point Beach 
PTCs 
PURPA 
qualifying facilities 
RFP 
ROE 
Seabrook 
SEC 
SEGS 
so2 
VIE 

, LIBOR 

Meaning 
allowance for funds used during construction 
Best Available Retrofit Technology 
capacity cost recovery clause, as established by the FPSC 
restated articles of incorpxation, as amended, of FPL Group or FPL, as the case may be 
carbon dioxide 
U.S. Department of Energy 
Duane Arnold Energy Center 
electric and magnetic fiel(l(s) 
Energy Marketing &Trading 
Energy Policy Act of 2005 
environmental complianct? cost recovery clause, as established by the FPSC 
US. Environmental Protection Agency 
Electrlc Reliability Council of Texas 
Statement of Finandal AccounHng Standards No. 
Finanaal Accounting Standards Board 
Florida Department of Environmental Protectioin 
Federal Energy Regulatory Commission 
Florida Gas Transmission Company 
FASB interpretation No. 
Florida Municipal Power Agency 
Florida Power 8 Light Company 
FPL Energy, LLC 
FPL FlberNet, LLC 
FPL Group, Inc. 
FPL Group Capital Inc 
Florida Public Service Coinmission 
fuel and purchased power cost recovery clause, as established by the FPSC 
Gulfstream Natural Gas System, L.L.C. 
Public Utility Holding Company Act of 2005 
Internal Revenue Service 
kllovolt(s) 
kilowatt-hour@) 
London InterBank Offered Rate 
FPL Group, Inc. Amended and Restated Long 'Term Incentive Plan 
Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations 
mortgage and deed of trust dated as of January 1,1944, from FPL to Deutsche Bank Trust Company 
Americas, as supplementrtd and amended 
megawatt@) 
New England Power Pool 
note - to consolidated financial statements 
nitrogen oxide 
US. Nuclear Regulatory Cammission 
Nuclear Waste Policy Act. of 1982 
other operations and maintenance expenses in the consolidated statements of income 
PJM Interconnection, L.L.C. 
FPL Energy Power Markeldng, Inc. 
Point Beach Nuclear Powor Plant 
production tax credits 
Public Utlllty Regulatory PDllcles Act of 1978, as amended 
non-utility power production facilities meeting the requirements of a qualifying facillty under the PURPA 
request for proposal 
return on common equity 
Seabrook Station 
U.S. Securities and Exchange Commission 
Solar Electric Generating System 
sulfur dioxide 
variable interest entity 

FPL Group, FPL, FPL Group Capital and FPL Energy each have subsidiaries and affiliates with names that include FPL, FPL 
Energy, FPLE and similar references. For convenience and simplicity, in this report the terms FPL Group, FPL, FPL Group 
Capital and FPL Energy are sometimes used as abbreviated references to specific subsidiaries, affiliates or groups of 
subsidiaries or affiliates. The precise meaning depends on the context. 
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FORWARD-LOOKING STATEMENTS 

This report includes forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 
1995. Any statements that express, or involve discussions as to, expectations, beliefs, plans, objectives, assumptions, future 
events or performance, climate change strategy or growth strategies (oflen, but not always, through the use of words or 
phrases such as will likely result, are expected to, will continue, is anticipated, aim, believe, could, estimated, may, plan, 
potential, projection, target, outlook, predict, intend) are not statements of historical facts and may be forward- 
looking. Forward-looking statements involve estimates, assumptions and uncertainties. Accordingly, any such statements are 
qualified in their entirety by reference to important factors included in Part I, Item IA. Risk Factors (in addition to any 
assumptions and other factors referred to specifically in connection with such forward-looking statements) that could have a 
significant impact on FPL Group's and/or FPL's operations and financial ra!sults, and could cause FPL Group's and/or FPL's 
actual results to differ materially from those contained in forward-looking statements made by or on behalf of FPL Group and/or 
FPL in this combined Form IO-K, in presentations, on their respective websites, in response to questions or otherwise. 

Any forward-looking statement speaks only as of the date on which such statement is made, and FPL Group and FPL 
undertake no obligation to update any forward-looking statement to reflect. events or circumstances, including unanticipated 
events, after the date on which such statement is made. 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 difler materially from those contained in any forward- 
looking statement. 
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PART I 

Item 1. Business 

FPL GROUP 

FPL Group has two principal operating subsidiaries, FPL and FPL Energy. FPL is a rate-regulated utility engaged primarily in 
the generation, transmission, distribution and sale of electric energy. FPL Energy is FPL Group's competitive energy 
subsidiary which produces the majority of its electricity from clean and renewable fuels. FPL Group Capital, a wholly-owned 
subsidiary of FPL Group, holds the capital stock of, or tlas equity interests in, FPL Group's operating subsidiaries, other than 
FPL, and provides funding for those subsidiaries, including FPL Energy. FPL Group was incorporated in 1984 under the laws 
of Florida. At December 31, 2007, FPL Group and itsl subsidiaries employed approximately 14,600 people. For financial 
information regarding FPL Group's business segments, see Note 17. 

Environmental. Federal, state and local environmenial laws and regulations cover air and water quality, land use, power 
plant and transmission line siting, EMF from power lines #and substations, oil discharge from transformers, lead paint, asbestos, 
noise and aesthetics, solid waste, natural resources, wildlife mortality and other environmental matters. Compliance with these 
laws and regulations increases the cost of electric seivice 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. Environmental laws and regulations are subject to change. The following is a discussion of emerging federal and 
state initiatives and rules that could potentially affect FPL Group. See F'PL Operations - Environmental and FPL Energy 
pperations - Environmental for a discussion of potential impacts specific to those entities. 

. 

Climate Change - The US. Congress and certain states and regions are considering several legislative and regulatory 
proposals that would establish new regulatory requirements and reduction targets for greenhouse gases. Based on the most 
current reference data available from government sourclss, FPL Group is among the lowest emitters of greenhouse gases in 
the US. measured by its rate of emissions to generation in pounds per megawatt-hour. However, these legislative and 
regulatory proposals have differing methods of Implementation and the impact on FPL's and FPL Energy's generating units 
and/or the financial impact (either positive or negative) to FPL Group and FPL could be material, depending on the eventual 
structure of any legislation enacted or specific implementiation rules adoptedl. 

In anticipation of the potential imposition of greenhouse gas emission limits on the electric industry in the future, FPL Group is 
involved in several climate change initiatives, including, but not limited to, the following: 

. 

participation in various groups including working with the Governor of Florida on the Governor's Action Team on Energy 
and Climate Change, the FDEP and the FPSC in addressing executive orders issued in 2007 by the Governor of Florida 
(see FPL Operations - Environmental for additional information); 

voluntary reporting of its greenhouse gas emissions i:o the DOE under tlhe Energy Policy Act of 1992; 

voluntary reporting of its greenhouse gas emissions and climate change strategy through the Carbon Disclosure Project 
(an investor-led initiative to identify climate change impacts on publicly-traded companies); 

participation in the US. Climate Action Partnership (an alliance made up of a diverse group of US.-based businesses and 
environmental organizations, which in early 2007 issued a set of principles and recommendations to address global 
climate change and the reduction of greenhouse gas emissions); 

participation in the Clinton Global Initiative (an organization which seeks to foster shared commitment by individuals, 
businesses and governments to confront major world issues and achieve real change); and 

participation in the EPA's Climate Leaders Program to reduce greenhouse gas intensity in the United States by 18% by 
2012, including reporting of emissions data annually. FPL Group has committed to a 2008 target emissions rate reduction 
of 18% below a 2001 baseline emission rate measured in pounds per megawatt-hour, which it expects to achieve by the 
end of 2008. 

At the September 2007 Clinton Global Initiative session, FPL Group announced three initiatives aimed at increasing U.S. solar 
energy output and reducing greenhouse gas emissions that contribute to global warming: (i) plans to invest up to $1.5 billion in 
new solar generating facilities in Florida and California from 2008 to 2014, (ii) plans by FPL to provide enhanced energy 
management capabilities to its customers and (iii) the launch by FPL Energy of a new renewable energy program. See FPL 
Operations - Environmental and FPL Energy Operations I- Environmental for additional information regarding these initiatives. 
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Clean Air Act MercuvINickel Rule - During 2005, the EPA determined that new data indicated that nickel emissions from oil- 
fired units and mercury emissions from coal-fired units s,hould not be regulated under Section 112 of the Clean Air Act, which 
set Maximum Achievable Control Technology standards (MACT), and as a result the EPA published a final rule delisting nickel 
and mercury from the requirements of regulation under Section 112. In 1iet.t of regulation under Section 112, the EPA issued a 
final rule (Clean Air Mercury Rule) to regulate mercury emissions from w,al-fired electric utility steam generating units under 
Section 111 of the Clean Air Act. The mercury and nickel delisting rule, as well as the Clean Air Mercury Rule, were 
challenged by various states and environmental groups. In February 2008, the U.S. Court of Appeals for the District of 
Columbia vacated both the EPAs mercury and nickel dellsting rule and the Clean Air Mercury Rule. The EPA may appeal the 
decision to the US. Supreme Court, proceed with the MACT regulation or pursue a delisting of mercury and nickel under 
Section 112. 

Clean Air lnfefstafe Rule (CAR) - In 2005, the EPA published a final rule that requires S& and NOx emissions reductions from 
electric generating units in 28 states, where the emissions from electric {generating units are deemed to be transported to 
downwind states, allegedly resulting in fine particulate (PM 2.5) and Ozoine non-attainment. The final rule requires phased 
reductions in SO2 emissions by 2010 and by 201 5, and reductions in NOx emissions by 2009 and by 2015, eventually reaching a 
nationwide reduction of 65% below a 2002 baseline emission rate for each. Ir i  the final rule, through the use of modeling data, the 
states in which FPL facilities are located were determined to be contributots of PM 2.5 andlor Ozone production in downwind 1 

states. However, FPL Group believes that the emissions from most of its Florida generating facilities are not affecting the non- 
attainment status of downwind areas. In 2005, FPL Group filed a petition for rcsconsideration with the EPA and a lawsuit in the U.S. 
Court of Appeals for the District of Columbia challenging the inclusion of all Florida plants in the ozone compliance provisions of 
the rule and South Florida plants in the fine particulate compliance requirements of the rule; and challenging the SO2 and NOx 
allowance allocation provisions in CAIR. In a separate kawsuit, FPL joined other Florida electric generating companies as the 
Florida Association of Electric Utilities to challenge the inclusion of all Florida plants in the ozone compliance provisions of the rule 
and South Florida plants in the fine particulate compliancls requirements of the rule. In 2006, the EPA denied FPL Group's and 
other petitioners' requests to revise the final rule. Oral argument is scheduled for March 25, 2008 with a final decision by the 
appeals court expected later in 2008. 

Clean Air Visibilify Rule - In 2005, the EPA issued the Clean Air Visibility Rule to address regional haze in areas which include 
certain national park and wilderness areas through the Installation of BART for electric generating units. BART eligible units 
include those built between 1962 and 1977 that have the potential to emit more than 250 tons of visibility-impairing pollution 
per year. The rule requires states to complete BART determinations by 2008 and allows for a five-year period to implement 
pollution controls. 

Clean Water Act Section 316(bJ - In 2004, the EPA issued a rule under Section 316(b) of the Clean Water Act to address 
location, design, construction and capacity of intake structures at existirig power plants with once-through cooling water 
systems. The rule would have required FPL Group to demonstrate that it had met or would meet new impingement mortality 
(the loss of organisms against screens and other exclusion devices) andlor entrainment (the loss of organisms by passing 
through the cooling water system) reductions by complying with one of several alternatives, including the use of technology 
andlor operational measures. FPL Group has been conducting the necessary studieslanalyses and planned to submit 
solutions for regulatory approval in early 2008. However, in 2007, the US.  Court of Appeals for the Second Circuit ruled on a 
challenge to the rule by a number of environmental groups and six northeastern states. In its ruling, the court eliminated 
several of the compliance alternatives, including the use (of restoration measures, from consideration and remanded the rule to 
the EPA for further rulemaking. As a result of the 2007 court decision, the EPA has suspended its rule under Section 316(b) of 
the Clean Water Act. During the period the rule Is suspended, the EPA has directed its permitting agencies to address Section 
316(b) compliance based on best professional judgment when issuing pennits. The EPA is expected to initiate new Section 
316(b) rulemaking in 2008 to rewrite the rule consistent with the court's decision. 

Website Access to SEC Filings. FPL Group and FIPL make their SEC: filings, including the annual report on Form 10-K, 
quarterly reports on Form 1 0 4 ,  current reports on Form 8-K, and any amendments to those reports, available free of charge 
on FPL Group's internet website, www.fDlarouD.com, as soon as reasonably practicable after they are electronically filed with 
or furnished to the SEC. Information contained on FPL Group's website (or any of its subsidiaries' websites) is not 
incorporated by reference in this annual report on Form 1,D-K. 
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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 to a population of more than 8.7 million throughout most of the east and lower west coasts of 
Florida. During 2007, FPL served approximately 4.5 million customer accounts. The percentage of FPL's operating revenues 
by customer class was as follows: 

Years Ended December 31, 
2007 2006 2005 - - -  

Residential 54% 54% 55% 
Commercial 39 39 37 
Industrial 3 3 3 
Other, including deferred or recovered clause revenues, ':he net change in 

5 - 4 
_I 

4 
_. unbilled revenues, gas, transmission and wholesale sdes and customer-related fees 
100% 100% 100% - 

Regulation. FPL's retail operations provided approxiniately 99% of FPL's 2007 operating revenues. Retail operations are 
regulated by the FPSC, which has jurisdiction over retail rates, service territory, issuances of securities, planning, sitlng and 
construction of facilities and other matters. FPL is also subject to regulatirl by the FERC with respect to certain aspects of its 
operations, including, but not limited to, the acquisition and disposition of facilities, interchange and transmission services and 
wholesale purchases and sales of electric energy. In addition, FPL's nuclear power plants are subject to the jurisdiction of the 
NRC. NRC regulations govern the granting of licenses for the construction. operation and retirement of nuclear power plants 
and subject these plants to continuing review and regulatlon. 

Retail Raternaking. 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. 

In general, 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 anld maintaining the utility system. These basic costs 
include O&M expenses, depreciation and taxes, as. well 21s a return on FPL'!; investment in assets used and useful in providing 
electric service (rate base). At the time base rates are determined, the allowed rate of return on rate base approximates FPL's 
estimated weighted-average cost of capital, which includlss its costs for outstanding debt and, typically, an allowed ROE. The 
FPSC monitors FPL's actual regulatory ROE through a surveillance report that is filed monthly by FPL with the FPSC. The 
FPSC does not provide assurance that an allowed ROE will be achieved. Base rates are determined in rate proceedings or 
through negotiations, which occur at Irregular intervals at the Initiative of FPL, the FPSC, the State of Florida Office of Public 
Counsel or a substantially affected party. 

I 

In 2005, the FPSC approved a stipulation and settlement agreement regarding FPL's retail base rates (2005 rate agreement), 
signed by FPL and ail of the interveners in its 2005 base rate proceeding. FPL expects the 2005 rate agreement to be in effect 
through December 31, 2009; thereafter, it shall remain in effect until terminated on the date new retail base rates become 
effective pursuant to an FPSC order. The 2005 rate agreement replaced a rate agreement that was effective April 15, 2002 
through December 31,2005 (2002 rate agreement). 

The 2005 rate agreement provides that retail base rater; will not increase during the term of the agreement except to allow 
recovery of the revenue requirements of any power plant approved pursuarit to the Florida Power Plant Siting Act (Siting Act) 
that achieves commercial operation during the term of the 2005 rate agreernent. Retail base rates increased on May 1, 2007 
when a 1,144 mw natural gas-fired piant at FPYs Turkey Point site (Turkey Point Unit No. 5) was placed in service. The 2005 
rate agreement also continues the revenue sharing mechanism in FPL's 2002 rate agreement, whereby revenues from retail 
base operations in excess of certain thresholds will be shared with customela on the basis of two-thirds refunded to customers 
and one-third retained by FPL. Revenues from retail base Operations in excess of a second, higher threshold (cap) will be 
refunded 100% to customers. The revenue sharing threshold and cap are rtstabiished by increasing the prior year's threshold 
and cap by the sum of the following: (i) the average annual growth rate in retail kwh sales for the ten-year period ending 
December 31 of the preceding year multiplied by the prior year's retail base irate revenue sharing threshold and cap and (ii) the 
amount of any incremental base rate increases for power plants approved pursuant to the Siting Act that achieve commercial 
operation during the term of the 2005 rate agreement. l h e  revenue sharing threshold and cap for 2008 are estimated to be 
$4,349 million and $4,524 million, respectively. For the year ended December 31, 2007, revenues from retail base operations 
did not exceed the 2007 thresholds. 

6 



Under the terms of the 2005 rate agreement: (i) FPL's electric property depreciation rates are based upon the comprehensive 
depreciation studies it filed with the FPSC in March 2005; however, FPL may reduce depreciation by up to $125 million 
annually which was also permitted under the 2002 rate! agreement, (ii) FPL suspended contributions of approximately $79 
million per year to its nuclear decommissioning fund beginning in September 2005, (iii) FPL suspended contributions of $20.3 
million per year to its storm and property insurance reserve beginning In 2006 and has the ability to recover prudently incurred 
storm restoration costs, either through securitization provisions pursuant to the Florida Statutes or through surcharges, and (iv) 
FPL will be allowed to recover through a cost recovery clause prudently incurred incremental costs associated with complying 
with an FPSC or FERC order regarding a regional transmission organization. 

FPL does not have an authorized regulatory ROE under the 2005 rate algreement for the purpose of addressing earnings 
levels. For all other regulatory purposes, FPL has an ROE of 11.75%. Under the 2005 rate agreement, the revenue sharing 
mechanism described above is the appropriate and exclusive mechanism to address earnings levels. However, if FPL's 
regulatory ROE, as reported to the FPSC in FPL's monthly earnings surveiillance report, falls below 1.0% during the term of the 
2005 rate agreement, FPL may petition the FPSC to amend its base rates. 

Fuel costs are recovered from customers through levelized charges per kwti established under the fuel clause. These charges 
are calculated annually based on estimated fuel costs and estimated customer usage for the following year, plus or minus a I 

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. In 2007, approximatelly $6.0 billion of costs were recovered through the 
fuel clause. FPL utilizes a risk management fuel procurement program which was approved by the FPSC at the program's 
inception. The FPSC reviews the program activities and results for prudence on an annual basis as part of its annual review of 
fuel costs. The program is intended to reduce the risk of unexpected fuel price volatility by locking in fuel prices for a portion of 
FPL's fuel requirements. See Energy Marketing and Trading, Management's Discussion - Results of Operations, Note 1 - 
Regulation and Note 4. 

Capacity payments to other utilities and generating companies for purchased power are recovered from customers through the 
capacity clause and base rates. In 2007, approximately $526 million of costs were recovered through the capacity 
clause. Costs associated with implementing energy corlservation programs totaled approximately $206 million in 2007 and 
were recovered from customers through the energy conservation cost recovery clause. Costs of complying with federal, state 
and local environmental regulations enacted after April 1993 totaled $24 million in 2007 and were recovered through the 
environmental clause to the extent not included in base rates. 

In 2007, the FPSC approved a nuclear cost recovery ruli3 that provides for ,the recovery of prudently incurred pre-construction 
costs and carrying charges (equal to the pretax AFUDC rate) on constructicln costs for new nuclear capacity through levelized 
charges under the capacity clause and for the recovery of construction costs;, once the new capacity goes into service, through 
a base rate increase. As part of the FPSC's approval of the addition of approximately 400 mw of baseload capacity to FPL's 
existing nuclear units, FPL received approval to recover costs associated !with the project through the nuclear cost recovery 
rule. See Nuclear Operations below. 

FPL maintains a funded storm and property insurance reserve. FPL was affected by four hurricanes in 2005 and three 
hurricanes in 2004 which caused major damage in parts; of FPL's service territory. Storm restoration costs incurred by FPL 
during 2005 and 2004 exceeded the amount in the siorm and property insurance reserve, resulting in a storm reserve 
deficiency. In 2007, FPL formed a wholly-owned bankruptcy remote special purpose subsidiary for the purpose of issuing 
storm-recovery bonds, pursuant to the securitization provisions of the Florida Statutes and an FPSC financing order. In May 
2007, the FPL subsidiary issued $652 million aggregate! principal amount of senior secured bonds (storm-recovery bonds) 
primarily for the after-tax equivalent of the total of FPL's unrecovered balance of the 2004 storm restoration costs, the 2005 
storm restoration costs and approximately $200 million to reestablish FPL's storm and property insurance reserve. The storm- 
recovery bonds, including interest and bond issuance costs, are being repaid through a surcharge to retail customers. Prior to 
the issuance of these storm-recovery bonds, FPL had been recovering the :2004 storm restoration costs from retail customers 
through a storm damage surcharge. See Management's Discussion - Results of Operations - FPL and Note 1 - 
Securitization. 

During 2006, FPL introduced an initiative to enhance its electrical grid a:; a result of heightened hurricane activity and in 
response to concerns expressed by the community, :state leaders and regulators. The estimated capital extenditures 
associated with this initiative, as well as the FPSC's appwed storm preparedness plan (collectively, Storm Secure ) for 2008 
through 2012 are included in FPL's projected capital expenditures. See Capital Expenditures below and Note 16 - 
Commitments. The estimated costs associated with Storin Secure, both capital expenditures and O&M expenses, are subject 
to change over time based on, among other things, produl3ivity enhancements and prioritization. 

In June 2007, the FPSC denied FPL's need petition for two ultra super critical pulverized coal generating units in Glades 
County, Florida. In July 2007, FPL filed a petition with the FPSC requesting authorization to defer, until the next retail base 
rate proceeding, approximately $35 million of preconstritction costs associated with the coal units, with amortization over a 
five-year period beginning when new base rates are implemented. These costs are currently reflected in other assets on FPL 
Group's and FPL's consolidated balance sheets Any portion of these costs not approved for recovery would be expensed. A 
decision is expected in April 2008. 
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The FPSC has the authority to disallow recovery of costs that it considers excessive or imprudently incurred. Such costs may 
include, among others, fuel and O&M expenses, the cost of replacing power lost when fossil and nuclear units are unavailable, 
storm restoration costs and costs associated with the construction or acquisition of new facilities. 

Competition. FPL currently holds 176 franchise agreements to provide electric service in various municipalities and counties 
in Florida with varying expiration dates through 2037. Of the 176 franchise agreements, five expire in 2008, eight expire in 
2009 and 163 expire during the period 2010 through 2037. Negotiations are ongoing to renew franchises with upcoming 
expirations. FPL considers its franchises to be adequate for the conduct of its business. 

FPL currently faces competition from other suppliers of dectrical energy to wholesale customers and from alternative energy 
sources and self-generation for other customer groups, primarily industrial customers. The FERC has jurisdiction over 
potential changes that could affect competition in wholesale transactions. In 2007, operating revenues from wholesale and 
industrial customers combined represented approximately 4% of FPL's total operating revenues. Various states, other than 
Florida, have enacted legislation or have state commissions that have issued orders designed to allow retail customers to 
choose their electricity supplier. Management believes it is unlikely there will be any state actions to restructure the retail 
electric industry in Florida in the near future. If 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 gsneration 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 - Critical Accounting Policies and Estimates - Regulatory Accounting. 

The FPSC promotes cost competitiveness in the building of new steam generating capacity by requiring investor-owned 
electric utilities, such as FPL, to issue an RFP. The RFP process allows independent power producers and others to bid to 
supply the new generating capacity. If a bidder has the most cost-effective alternative, meets other criteria such as financial 
viability and demonstrates adequate expertise and expctrience in building and/or operating generation capacity of the type 
proposed, the investor-owned electric utility would seek to negotiate a power purchase agreement with the selected bidder and 
request that the FPSC approve the terms of the power purchase agreement and, if appropriate, provide the required 
authorization for the construction of the bidder's genenition capacity. See Fossil Operations below regarding an RFP for 
additional power resources. Effective February 2007, the FPSC eliminated the requirement for utilities to issue an RFP for new 
nuclear power plants sited after June 2006. See Nuclear Operations below regarding a need petition FPL filed with the FPSC 
for two additional nuclear units. 

Environmental. FPL is subject to environmental laws and regulations and is affected by emerging issues included in the 
discussion of FPL Group's business (see FPL Group - Environmental). Bebw is a discussion of the potential impact of these 
issues on FPL's business. 

Clean Air Act Mercury/Nic&el Rule - Depending on the EPA's response to the U.S. Court of Appeals for the District of 
Columbia's February 2008 decision, it is possible that certain FPL oil-fired units, Scherer Unit No. 4, St. Johns River 
Power Park (SJRPP) Units Nos. 1 and 2 and certain coal-fired units from which FPL purchases power will be required to 
add additional pollution control equipment. FPL cannot predict what the EPA's response to the court ruling may be, or the 
outcome of future pending regulation that may result from this court ruling. 

CAlR - While the final CAlR requirements are uncertain, it is possibk? that the FPL generating facilities in Florida and 
Georgia may be required to add additional SOz aridlor NOx controls or purchase emissions allowances to meet the 
compliance requirements of the final rule. 

Clean Air visibi/ify Rule - Based on FPL's initial B.ART evaluation, Turkey Point Fossil Units Nos. 1 and 2 would be 
affected, and, while the impact of the final BART requirements of the Clean Air Visibility Rule are uncertain, these units 
may be required to add additional emissions controls or switch fuels to meet the BART compliance requirements. In 2007, 
the FDEP began the process to expand the population of units covered under the "Reasonable Further Progress" 
provision of the Clear Air Visibility Rule in an effort to reduce emissions of SO2 in areas which include certain national park 
and wilderness areas. The provision requires that control measures be im place by 2017. Six of FPL's generating facilities 
are affected under the Reasonable Further Progress provision (Manatee! Units Nos. 1 and 2, Port Everglades Units Nos. 3 
and 4 and Turkey Point Fossil Units Nos. 1 and 2) While the final requirements of the Reasonable Further Progress 
provision are uncertain, it is possible that these units inay be required to add additional emission controls or switch fuels to 
meet the provision's emissions requirements. 

Clean Water Act Section 376(b) - As a result of a decision by the U.S. Court of Appeals for the Second Circuit eliminating 
several compliance alternatives contained in the EPA rule under Section 316(b) of the Clean Water Act, additional 
rulemaking by the EPA could impact eight of FPL's generating facilities (Cape Canaveral, Cutler, Fort Myers, Lauderdale, 
Port Everglades, Sanford, Riviera and St. Lucie). 

FPL expects to seek recovery through the environmental clause for compliance costs associated with any new environmental 
laws and regulations. 



In July 2007, the Governor of Florida issued three executive orders aimed at reducing Florida greenhouse gas emissions and 
improving Florida's energy efficiency. The orders state, among other things, that Florida utilities will be required to reduce 
emissions to 2000 levels by 201 7; to 1990 levels by 202B; and to 20 percent of 1990 levels by 2050, and that the FPSC should 
begin the process of adopting a renewable portfolio stanldard that would require utilities to produce at least 20 percent of their 
generation from renewable sources, with an emphasis on wind and solar energy. The executive orders are expected to be 
implemented through rulemaking and/or legislation. The final requirements and their impact on FPL and FPL Group cannot be 
determined at this time. 

In an effort to increase solar energy output and reduce greenhouse gas emissions in Florida, FPL has announced plans to 
build approximately 300 mw of solar generating facilities in Florida. FPL is evaluating a new solar technology, and intends to 
initially construct a 10 mw facility, with expansion of the project to a 300 mw facility subject to the receipt of regulatory and 
other approvals as well as the technology meeting agreed-upon cost and technical specifications. FPL has also announced 
plans to invest up to $500 million from 2008 to 2013 for an advanced metering initiative that will provide enhanced energy 
management capabilities to its customers and enable it to develop better energy management programs. If the advanced 
metering initiative is proven successful in small geographic areas, it is expected to be broadened to cover FPL's service 
territory. 

During 2007, FPL spent approximately $80 inillion or1 capital additions to comply with existing environmental laws and 
regulations. FPL's capital expenditures to comply with existing environmerital laws and regulations are estimated to be $619 
million for 2008 through 2010, including approximately $1 89 million in 2008, and are included in estimated capital expenditures 
set forth in Capital Expenditures below. 

System Capability and Load. At December 31, 2007, FPL's resources for serving load consisted of 25,100 mw. of which 
22,135 mw were from FPL-owned facilities (see Item 2 - Generating Facilities) and 2,965 mw were available through 
purchased power contracts (see Note 16 - Contracts). FPL's projectled reserve margin for the summer of 2008 is 
approximately 20.5%. This reserve margin is expected to be achieved through the combination of output from FPL's 
generating units, purchased power contracts and the capability to reduce peak demand through the implementation of load 
management, which was estimated to be capable of reducing demand by 1,668 mw at December 31, 2007. 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. The highest peak FPL has served to date was 22,361 rnw, which 
occurred on August 17, 2005. FPL had adequate resouroes available at the time of this peak to meet customer demand. 

See Fossil Operations and Nuclear Operations below regarding additional capacity currently under construction. 

Fuel Mix. FPL's generating plants use a variety of fuel:;. The diverse fuel1 options, along with purchased power, enable FPL 
to shift between sources of generation to achieve a more economical fuel mix. See Fossil Operations, Nuclear Operations and 
Item 2 - Generating Facilities. 

FPL's 2007 fuel mix based on kwh produced was as follows: 

Fuel Source 

Natural gas 
Nuclear 
Purchased power 
Oil 
Coal 

Percontage of 
kwh Produced 

52 % 
19% 
15% 
8% 
6% 

Fossil Operations. FPL owns and operates 83 units that utilize fossil fuels such as natural gas and/or oil, and has a joint- 
ownership interest in three coal units. FPL's fossil units are out of service from time to time for routine maintenance or on 
standby during periods of mild weather. FPL is cunantly constructing1 two natural gas-fired combined-cycle units of 
approximately 1,220 mw each at its West County Energy Center in western Palm Beach County, Florida, which are expected 
to be in service by mid-2009 and 2010 at an estimated total cost of approximately $1.3 billion (including AFUDC). The costs of 
the two new units yet to be incurred as of December 31, ;!007 are included iii estimated capital expenditures set forth in Capital 
Expenditures below. See Note 16 - Commitments. In December 2007, FPL issued an RFP for additional power resources 
beginning in 201 1. FPL's self-build approach calls for adding a third natural gas-fired combined-cycle generating unit of 
approximately 1,220 mw to its West County Energy Center that would be operational in 201 I. Responses to the RFP are 
being evaluated against FPL's self-build approach. By mid-March 2008, F!PL will select the alternative determined to be the 
best and most cost-effective way to meet customers' needs. 
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Since June 2006, FPL has experienced different types of compressor blade failures in three combustion turbine compressors 
(CTCs) at two of its fossil generating plants, resulting i i i  significant damaiae to the combustion turbines. FPL has 32 of this 
type of CTCs in its generating fleet, which were all made by the same manufacturer. Other companies in the electric industry 
have reported similar failures. The manufacturer of the CTCs has determinled the root cause of the first failure experienced by 
FPL involving a rotating blade and a remedy is expected to be available by 2009. In the interim, FPL is conducting inspections 
of all rotating compressor blades in its generating fleet and replacing any blade sets found to have cracks. FPL Group is 
currently working with the manufacturer of the CTCs tcl determine the root cause of the other two failures in the stationary 
section of the compressor and how to remediate the issue. In the interim, IFPL proactively replaced a portion of the stationary 
compressor blades it considers to be at higher risk of failure. Repairs to all three CTCs affected have been completed and the 
CTCs returned to service. 

FPL has four firm transportation contracts in place with FGT and one firm transportation contract with Gulfstream that together 
are expected to satisfy substantially all of the anticipatad needs for natural gas transportation at its existing units. The four 
existing FGT contracts expire between 2015 and 2022, while the Gulfstream contract expires in 2028. The two contracts 
expiring in 2015 may be extended by FPL until 2030. To the extent dcsirable, FPL can also purchase interruptible gas 
transportation service from FGT and Gulfstream based on pipeline availability. FPL has several short- and medium-term 
natural gas supply contracts to provide a portion of FF'L's anticipated needs for natural gas. The remainder of FPL's gas 
requirements is purchased under other contracts and in the spot market. FPL has a long-term agreement for the storage of 
natural gas that expires in 2013. In addition, FPL has entered into several long-term agreements for storage capacity and 
transportation of natural gas from facilities that have no! yet begun, or if begun have not yet completed, construction. These . 
agreements range from 12 to 25 years in length and contain firm commitments by FPL totaling up to approximately $289 
million annually or $6.3 billion over the terms of the agretiments. These firm commitments are contingent upon the occurrence 
of certain events, including approval by the FERC and completion of construction of the facilities in mid-2008 and 201 1. See 
Note 16 - Contracts. FPL's oil requirements are obtained under short-term Icontracts and in the spot market. 

FPL has, through its joint ownership interest in SJRPP Units Nos. I and 2, a coal supply and transportation contract for all of 
the 2008 fuel needs and a portion of the 2009 and 2010 fuel needs for those units. All of the transportation requirements and a 
portion of the coal supply needs for Scherer Unit No. 4. are covered by ai series of annual and long-term contracts. FPL's 
remaining fuel requirements for these units will be obtained in the spot market. See Note 16 - Contracts. 

Nuclear Operations. FPL owns, or has undivided interests in, and operates four nuclear units, two at Turkey Point and two 
at St. Lucie, with a total net generating capability of 2,939 mw. The nuclear units are periodically removed from service to 
accommodate normal refueling and maintenance outages, repairs and certain other modifications. Scheduled nuclear 
refueling outages typically require the unit to be removed from service for approximately 30 days. The following table 
summarizes the extended operating license expiration (dates and next scheduled refueling outage dates for FPL's nuclear 
units: 

Net Extended 
Capability Operating License Next Scheduled 

Facility Unit (rnw) Expiration Dates- Refueling Outage 

St. Lucie 1 839 2036 October 2008 
St. Lucie 
Turkey Point 3 693 2032 March 2009 
Turkey Point 4 693 2033 March 2008 

FPL is in the process of adding approximately 400 mw of baseload capacity at its existing nuclear units at St. Lucie and Turkey 
Point, which additional capacity is projected to be in service by the end of 2012 at an estimated total cost of approximately $1.8 
billion. The construction costs of the 400 mw of baseioacl capacity yet to be incurred as of December 31, 2007 are included in 
estimated capital expenditures set forth in Capital Experiditures below. See Note 16 - Commitments. In October 2007, FPL 
filed a need petition with the FPSC for two additional nuclear units totaling between 2,200 mw and 3,040 mw of baseload 
capacity at its Turkey Point site, with projected in-service dates between 21018 and 2020. An FPSC decision is expected in 
March 2008. Additional approvals from other regulatory agencies will be required later in the process. In 2004, FPL joined 
NuStart Energy Development LLC (NuStart), a consortium of ten energy companies that was formed for the purpose of 
developing a construction and operating license to build a new nuclear facility under the DOES Nuclear Power 2010 
initiative. As of December 31,2007, FPL's investment in NuStart was not significant. 

2 7'14 2043 April 2009 
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During 2003, nuclear utilities other than FPL identified pressurizer heater sleeves made with a particular material (alloy 600) 
that were experiencing penetration cracks and leaks as a result of primarf water stress corrosion cracking. As a result, in 
2004, the NRC issued a bulletin requesting utilities to identify and inspect all alloy 600 and weld materials in all pressurizer 
locations and connected steam space piping. Due to the amount of time and cost associated with correcting potential leaks, 
FPL replaced St. Lucie Unit No. 1's pressurizer during its fall 2005 outage. FPL will begin the modification of St. Lucie Unit No. 
1's non-pressurizer penetrations that have alloy 600 weM materials during its fall 2008 outage and expects to complete the 
modifications by 2010. The St. Lucie Unit No. 2 pressurizer has 30 heater sleeves as compared to 120 heater sleeves in the 
St. Lucie Unit No. I pressurizer. Accordingly, FPL has decided to modify rather than replace St. Lucie Unit No. 2's alloy 600 
pressurizer heater sleeves during its spring 2009 outage. During St. Lucie Unit No. 2's scheduled refueling outage in the fall of 
2007, FPL inspected the pressurizer heater sleeves and began modifications of other pressurizer and non-pressurizer 
penetrations that have alloy 600 weld materials. The modifications to St. Lucie Unit No. 2's other penetrations are scheduled 
to be completed by 2010. The estimated cost of modifications for the St. ILucie units is included in FPL's estimated capital 
expenditures below. See Note 16 - Commitments. All pressurizer penetratilDns and welds at Turkey Point Units Nos. 3 and 4 
utilize a different material. 

FPL leases nuclear fuel for all four of its nuclear units. See Note I - Nuclear Fuel. FPL Group and FPL consolidate the lessor 
entity in accordance with FIN 46, "Consolidation of Variable Interest Entities," as revised (FIN 46(R)). See Note 9 - FPL. The 
contracts for the supply, conversion, enrichment and fabrication of FPL's nuclear fuel have expiration dates ranging from 2008 
through 2016. Under the Nuclear Waste Policy Act of 1982 (NWPA), the DOE Is responsible for the development of #a 
repository for the disposal of spent nuclear fuel and high-level radioactive waste. As required by the NWPA, FPL is a party to 
contracts with the DOE to provide for disposal of spent nuclear fuel from its Turkey Point and St. Lucie nuclear units. The DOE 
was required to construct permanent disposal facilities and take title to aind 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 2007, FPL has paid approximately $584 millicln in such fees to ithe DOE's nuclear waste fund. The DOE did not 
meet its statutory obligation for disposal of spent nuclear fuel under the NWiPA. In 1997, a federal court ruled, in response to 
petitions filed by utilities, state governments and utility coinmissions, that tht3 DOE could not assert a claim that Its delay was 
unavoidable in any defense against lawsuits by utilities seeking money damages arising out of the DOEs 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 October 2006, a federal court ruled in another utility's 
case that the 1997 court decision regarding DOEs unavoidable delay defense was not binding on this federal court. An appeal 
is pending in that case. The DOE has indicated it is planning to file a license application for a permanent disposal facility for 
spent nuclear fuel with the NRC by mid-2008. However, it is uncertain when a permanent disposal facility will be constructed 
and when it would be ready to begin receiving spent n u c h r  fuel shipments. 

FPL currently stores all spent nuclear fuel generated by its nuclear generating facilities in on site storage pools. These spent 
nuclear fuel storage pools do not have sufficient storage capacity for the life of the respective units. FPL plans to begin using 
dry storage casks before loss of full core reserve at each of its nuclear units to store spent nuclear fuel, which would extend 
their capability to store spent fuel Indefinitely. The following table summarizes the current status of FPL's on site spent fuel 
storage: 

Date far Loss of Full Date Dry Storage Casks are 
Facility Unit Core Reserve"' Expected to be in Use IbJ 

St. Lucie I 
St. Lucie 2 
Turkey Point 3 
Turkey Point 4 

2008 
2010 
201 0"' 
20 12(01 

,2008 
2009 
201 1 
201 I 

(4 Represents when the on site storage pool will no longer have sufficient space to receive a full icomplement of fuel from the reactor core. 
Cost for the dry storage casks is Included in FPL's estimated capital expenditures set forth In Capital Expendlturas below. 

(CI Degradation in a material used in the spent bel pools could result Iri implementatlon of alternative spent fuel storage optlons swner than projected. FPL 
expects to extend the storage capacity of Turkey Point Unit No. 3 to early 2012 by recovering storage cells in the spent fuel pools that am currently damaged 
or otherwlse unusable. 

The NRC's regulations require FPL to submit a plan for decontamination and decommissioning five years prior to the projected 
end of plant operation. FPL's current plans, under the  extended operating licenses, provide for prompt dismantlement of 
Turkey Point Units Nos. 3 and 4 with decommissioning activities commencirig in 2032 and 2033, respectively. Current plans 
provide for St. Lucie Unit No. 1 to be mothballed beginning in 2036 with demmmissioning activities to be integrated with the 
prompt dismantlement of St. Lucie Unit No. 2 at the end of its useful life in 20143. See estimated decommissioning cost data in 
Note 1 - Decommissioning of Nuclear Plants, Dismantlement of Plants and Other Accrued Asset Removal Costs - FPL. 

Energy Marketing and Trading. EMT. a division of FPL, buys and selbi wholesale energy commodities, such as natural 
gas, oil and electricity. EMT procures natural gas and oil for FPL's use in power generation and sells excess gas, oil and 
electricity. EMT also uses derivative instruments, such ai; swaps, options and forwards, to manage the commodity price risk 
inherent in fuel and electricity sales and purchases. Substantially all of the results of EMT's activities are passed through to 
customers in the fuel or capacity clauses. See Retail Ratemaking, Managernent's Discussion - Results of Operations - FPL 
and Energy Marketing and Trading and Market Risk Sensiiivity and Note 4. 

. 
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Capital Expenditures. Capital expenditures at FPL include, among other things, the cost for construction or acquisition of 
additional facilities and equipment to meet customer demand, as well as capital improvements to and maintenance of existing 
facilities. FPL's capital expenditures totaled $1.9 billion in 2007 (including P,FUDC of approximately $36 million), $1.7 billion in 
2006 (including AFUDC of approximately $32 million) and $1.8 billion in 2005 (including AFUDC of approximately $41 
million). At December 31,2007, planned capital expenditures for 2008 through 2012 were estimated as follows: 

Generation: ('I 

Existing 
Transmission and distribution Id) 

Nuclear fuel 
General and other 

New lb) (01 

Total 

- - - - - - -  2008 2009 2010 201 I 2012 Total 
(millions) 

$ 865 $ 340 $ 5 $ - $ - $ 1,210 
780 1,015 1,115 895 710 4,515 
91 5 1,080 1,120 1,160 1,130 5,405 
125 165 200 175 195 860 

I - - - - - - -  150 150 175 165 165 805 
$2,835 $2,750 $2,615 $2,395 $ 2,200 $ 1 2  795 
,-----,I 

(4 includes AFUDC of approximately $54 million and $55 million in 2008 and 2009, respectively. 
(bl Includes land. generating structures, transmksion Interconnection and integratlon, licensing and AFUDC. 
(C) Excludes essentially ail estimated capltal costs associated wlth FPL's announced pian to invest in solar generating facilities (see FPL Operations - 

Envlronmental). Also excludes capital expenditures for two prciposed nuclear units at FPL's Turkey Point ske (see FPL Operations - Nuclear 
Operations). These costs am not included In the table above becau:re they are subject to, almong other things, various regulatory and other approvals. a8 wet1 
as the solar generating facilitks meeting certain performance standards on a smaller scale. 

(dl Includes estimated capital costs associated wkh Storm Secure. The:ie capital costs are subject to change over time based on, among other thlngs, productivity . enhancements and prioritization. 

These estimates are subject to continuing review and adjustment and actual capital expenditures may vary from these 
estimates. See Management's Discussion - Liquidity and Capital Resources - Contractual Obligations and Planned Capital 
Expenditures and Note I 6  - Commitments. 

Electric and Magnetic Fields. EMF are present around electrical facilities, including, but not limited to, appliances, power 
lines and building wiring. Since the 1970s, there has been public, scientific: and regulatory attention given to the question of 
whether EMF causes or contributes to adverse health effects. U.S. and international scientific organizations have evaluated 
the EMF research. Their reviews have generally concluded that while some epidemiology studies report an association with 
childhood leukemia, controlled laboratory studies do not support that association and the scientific studies overall have not 
demonstrated that EMF cause or contribute to any type of cancer or other di.; ease. 

The FDEP established EMF standards for electricity facilities in 1989. The FDEP regularly reviews the EMF science and has 
not made any changes in the state's EMF standards. FPL facilities comply with the FDEP standards. Future changes in the 
FDEP regulations could requlre additional capital expenditures by FPL for such things as increasing the width of right of ways 
or relocating or reconfiguring transmission facilities. It is not presently known whether any such expenditures will be 
required. Currently, there are no such changes proposed to the FDEP regulations. 

Employees. FPL had approximately 10,500 employee:s at December 31, 2007. Approximately 32% of the employees are 
represented by the International Brotherhood of Electrical Workers (IBEW) [under a collective bargaining agreement with FPL 
that expires October 31,2008. 

FPL ENEIRGY OPERATIONS 

General. FPL Energy, a wholly-owned subsidiary of FPL Group Capital, was formed in 1998 to aggregate FPL Group's 
existing competitive energy business. It is a limited liability company organized under the laws of Delaware. Through its 
subsidiaries, FPL Energy currently owns, develops, constructs, manages and operates domestic electric-generating facilities in 
wholesale energy markets. FPL Energy also provides full energy and capacity requirements services primarily to distribution 
utilities in certain markets and owns a retail electric providlsr based in Texas. 

FPL Energy manages or participates in the management of approximately 05% of its projects, which represent approximately 
99% of the net generating capacity in which FPI. Energy has an ownership interest. At December 31, 2007, FPL Energy had 
ownership interests in operating independent power projects with a net generating capability totaling 15,543 mw (see Item 2 - 
Generating Facilities). Generation capacity spans various regions and is produced utilizing a variety of fuel sources, thereby 
reducing overall volatility related to varying market conditions and seasonality on a portfolio basis. At December 31, 2007, the 
percentage of capacity by geographic region was: 

Geographic Region Percentage of Generation Capacity 
Central 47 Oh 
Northeast 
Mid-Atlantic 
West 

.. 

19% 
18% 
16% 
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Fuel sources for these projects were as follows: 

Fuel Source Percentage of Generation Capacity 
Natural Gas 42 % 
Wind 33 % 
Nuclear 16% 
Oil 5% 
Hydro 2% 
Other 2% 

FPL Energy seeks to expand its portfolio through pro,ject development and acquisitions where economic prospects are 
attractive. FPL Energy expects its future pottfolio capacity growth to come primarily from wind and solar development and 
from asset acquisitions. FPL Energy plans to add a total of 8,000 mw - 10,000 mw of new wind generation over the 2007 - 
2012 period, of which 1,064 mw were added in 2007. FPL Energy expacts to add at least 1,100 mw in 2008, of which 
approximately 700 mw are under construction. In addition, FPL Energy intends to pursue opportunities for new solar 
generating facilities. The wind and solar expansions are subject to, among other things, continued public policy support. 

FPL Energy’s capital expenditures and investments totaled approximately $3.1 billion, $1.8 billion and $0.9 billlon in 2007, 
2006 and 2005, respectively. At December 31, 2007, planned capital expenditures for 2008 through 2012 were estimated as 
follows: 

Wind (a) 

Nuclear e) 
Gas 
Other 

Total 

-- 2008 - 2009 -- 201 0 - 201 1 - 201 2 - Total 
(millions) 

!b 2,085 $ 5 $ 5 $ 5 $ 5 $ 2,105 

80 95 115 35 25 350 - - - - - - -  45 40 25 20 20 150 
S 2,490 $ 485 $ 520 $ 365 $ 300 $ 4,160 

280 345 375 305 250 1,555 

------ 
(4 Capital expendtturss for new wind projects are estimated throuph 2008, when eligibility for PlCs for new wind projects is scheduled to expire. FPL Energy 

expects to add approximately 1,500 to 2,000 mw of new wind genelation per year from 2008 to 2012, subject to, among other things, continued public 
policy support, the cost of which Is estimated to be approximately $3 l~iiiion for 2WB and $4 billlion to $5 billion in each of 2010, 201 1 and 2012. 

ib) Includes nuclear fuel. 

These estimates are subject to continuing review and adjustment and actual capital expenditures may vary from these 
estimates. See Management‘s Discussion - Liquidity and Capital Resources - Contractual Obligations and Planned Capital 
Expenditures and Note 16 - Commitments. 

Additionally, FPL Energy through its wholly-owned subsidiary, Lone Star Tfiansmission, LLC, has proposed to build, own and 
operate a 180 to 200 mile, high voltage, direct current, open access transrnission line located between west Texas and the 
DallaslFort Worth area with a capacity of 2,000 mw. The construction of the transmission line is contingent upon, among other 
things, receipt of all applicable regulatory approvals. The estimated cost of the transmission line is expected to range from 
$635 million to $655 million. Due to the contingencies diwussed above (including their Impact on the timing of construction), 
these estimated costs are not included In the capital expenditures table above. 

During 2006, other companies in the electric industry, including FPL, experienced different types of compressor blade failures 
in certain CTCs made by a single manufacturer. FPL Energy has 19 of these CTCs in its generating fleet. FPL Energy is 
conducting Inspections of Its rotating compressor blades in its generating fleet and replacing any blade sets found to have 
cracks. FPL Energy proactively replaced a portion of the stationary compressor blades it considered to be at higher risk of 
failure. See the discussion at FPL Operations - Fossil Operations. 

Regulation. At December 31,2007, FPL Energy had ownership interests i h  operating independent power projects that have 
received exempt wholesale generator status as defined under the Holding Company Act, which represent approximately 96% 
of FPL Energy’s net generating capacity. Exempt wholesale generators own or operate a facility exclusively to sell electricity to 
wholesale customers. They are barred from selling electricity directly to retail customers. FPL Energy’s exempt wholesale 
generators produce electricity from wind, hydropower, fossil fuels and nuclear facilities. In addition, approximately 4% of FPL 
Energy’s net generating capacity has qualifying facility status under PURPA. FPL Energy‘s qualifying facilities generate 
electricity from wind, solar, fossil fuels or waste-product combustion. Qualifying facility status exempts the projects from, 
among other things, many of the provisions of the Fedefial Power Act, as well as state laws and regulations relating to rates 
and financial or organizational regulation of electric utilities. While projects with qualifying facility and exempt wholesale 
generator status are exempt from various restrictions, each project must still comply with other federal, state and local laws, 
including, but not limited to, those regarding siting, construction, opefiation, licensing, pollution abatement and other 
environmental laws. 



Each of the markets in which FPL Energy operates is subject to regulation and specific rules. FPL Energy continues to 
evaluate regional market redesigns of existing operating rules for the purchase and sale of energy commodities. During 2006, 
revised market rules for capacity were approved in the NEPOOL and PJM regions. California is scheduled to implement a 
locational marginal price (LMP) market design in mid- to late 2008. ERCOT is also implementing an LMP market design 
currently scheduled to be implemented in December 2008. in the California and ERCOT markets, the final market design is 
not fully known at this time and FPL Energy is currently unable to determine the effects, if any, on its operations resulting from 
the implementation of the anticipated revised market designs. 

Competition. Competitive wholesale markets in the United States continue to evolve and vary by geographic 
region. Revenues from electricity sales in these markets 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 and reliably, the price and supply of fuel, transmission constiraints, wind, solar and hydro resources (weather 
conditions), competition from new sources of generation, effective risk management, demand growth and exposure to legal 
and regulatory changes. 

Expanded competition in a frequently changing regulatory environmen!. presents both opportunities and risks for FPL 
Energy. Opportunities exist for the selective acquisition of generation assets and for the construction and operation of efficient 
plants that can sell power in competitive markets. FPL Einergy seeks to reduce its market risk by having a diversified portfolio 
by fuel type and location, as well as by contracting for the future sale of a significant amount of the electricity output of its 
plants. The major markets in which FPL Energy operates have shown signs of continued improvement since 2004, such as 
improved spark spreads and energy prices in the ERCOT and NEPOOL regions. The combination of new wind projects, 
expected increase in contribution from merchant assets and asset acquisitions are expected to be the key drivers supporting 
FPL Energy's growth over the next few years. 

Environmental. FPL Energy is subject to environmental laws and regulations and is affected by emerging issues included in 
the discussion of FPL Group's business (see FPL Group - Environmental). Below is a discussion of the potential impact of 
these issues on FPL Energy's business. 

Clean Air Act Mercury/Nickel Ruk  - Depending on the EPA's response to the US. Court of Appeals for the District of 
Columbia's February 2008 decision, it is possible that three of FPL Energy's oil-fired units in Maine will be required to add 
additional pollution control equipment. 

Clean Air visibility Rule - While the impacl: of final E3ART requirements of the Clean Air Visibility Rule are uncertain, it is 
possible that one of FPL Energy's BART eligible wits located in Maiine may be required to add additional emissions 
controls or switch fuels to meet the BART mmplianco requirements. 

Clean Water Act Section 376(b) -As a result of a decision by the US. Court of Appeals for the Second Circuit eliminating 
several compliance alternatives contained in the EiPA rule under Section 316(b) of the Clean Water Act, additional 
rulemaking by the EPA could impact three FPL Energy plants (Seabrook, Point Beach and an oil-fired plant in Maine). 

FPL Energy's plants operate in many states and regions that are in the proc13ss of developing legislation to reduce greenhouse 
gas emissions, Including, but not limited to, the following: 

The Regional Greenhouse Gas Initiative (RGGI) is a greenhouse gas reduction initiative whereby ten Northeast and Mid- 
Atlantic member states have established a cap-and4rade program (a system by which affected generators buy and trade 
allowances under a set cap) for covered electric generating units in Connecticut, Delaware, Maine, New Hampshire, New 
Jersey, New York, Vermont, Maryland, Massachusetts and Rhode Island. RGGl members have agreed to stabilize power 
piant COz emissions at 2005 levels by 2015 and to further reduce thle sector's emissions another 10% by 2019. The 
RGGl greenhouse gas reduction requirements will affect 12 FPL Energy fossil electric generating units, requiring those 
electric generating units to reduce emissions or to acquire C02 allowances for emissions of COz beginning in 
2009. Though most states in RGGl have not completed enacting their legislation or rulemaking. it is anticipated that FPL 
Energy will need to participate in COz emissions allowance auctions begiinning in mid-2008. 

The Westem Climate Initiative is a greenhouse gas, reduction initiative with a goal of reducing COz emissions by 15% 
below 2005 levels by 2020 for participants (Arizona, California, Oregon, New Mexico, Washington and Utah, as well as 
British Colombia and Manitoba, Canada). 

The Midwestern Greenhouse Gas Reduction Accord (MGGRA) is an initiative to reduce greenhouse gas emissions 
through the establishment of targets for greenhouse gas reductions and the development of a cap-and-trade 
system. Participants in MGGRA are Illinois, Iowa, Kansas, Michigan, Minnesota, Wisconsin and Manitoba. 

California Greenhouse Gas Regulation - California has enacted legisbation to reduce greenhouse gas emissions in the 
state to 1990 emissions levels by 2020. Pursuant tci the legislation, this California Air Resources Board must implement 
multisector greenhouse gas reduction measures by January 1,201 2. 
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The final requirements to be enacted in connection with these initiatives are uncertain and the financial and operational 
impacts cannot be determined at this time. However, FPL Energy's portfolio in these regions is heavily weighted toward non- 
COZ emitting and low COZ emitting generation sources (wind, hydro, solar, nluclear and natural gas). 

To support the U.S. effort to increase solar energy output and reduce C02 (emissions, FPL Energy plans to invest in new solar 
generating facilities. In addition, FPL Energy has announced plans to launch a new renewable energy program in 2008 
including a new consumer education program and new products that Could increase renewable resources. The revenue 
generated from this program will be used to develop renalwable energy sources. 

During 2007, FPL Energy spent approximately $8 million on capital additions to comply with existing environmental laws and 
regulations. FPL Energy's capital additions to comply with existing environmental laws and regulations are estimated to be $7 
million for 2008 through 2010, including approximately $5 million in 2008, (and are included in estimated capital expenditures 
set forth in General above. 

Portfollo by Category. FPL Energy's assets can be categorized into the! following three groups: wind, non-wind contracted 
and merchant. 

Wnd Assets - At December 31, 2007, FPL Energy had ownership interests in wind plants with a combined capacity of ' 

approximately 5,077 mw (net ownership), of which approximately 74% have long-term contracts with utilities and power 
marketers predominantly under fixed-price agreements with expiration dates ranging from 201 1 to 2032. The expected output 
of the remaining 26% is substantially hedged against changes in commodity prices for at least five years. FPL Energy 
operates substantially all of these wind facilities. Approximately 93% of FPL Energy's net ownership in wind facilities has 
received exempt wholesale generator status as defined under the Holding Company Act. The remaining facilities have 
Qualifying facility status under PURPA. FPL Energy's w nd facilities are located in 16 states. FPL Energy expects to add at 
least 1,100 mw of new wind generation in 2008, of which approximately 700 mw are under construction. 

Contracted Assets - At December 31, 2007, FPL Energy had 3,542 mvv of non-wind contracted assets. The contracted 
category includes all projects, other than wind, with contracts for substantially all of their output. Essentially all of these 
contracted assets were under power sales contracts with-utilities, with contract expiration dates ranging from 2008 to 2033 and 
have firm fuel and transportation agreements with expiration dates ranging firom 2008 to 2017. Approximately 1,825 mw of this 
capacity is gas-fired generation. The remaining 1,717 mN uses a variety of fuels and technologies such as nuclear, waste-to- 
energy, oil, solar, coal and petroleum coke. As of Drrcember31, 2007, approximately 92% of FPL Energy's contracted 
generating capacity is from power plants that have received exempt wholesale generator status under the Holding Company 
Act, while the remaining 8% has qualifying facility status under PURPA. 

Merchant Assets - At December 31, 2007, FPL Energy's portfolio of merchant assets includes 6,924 mw of owned nuclear, 
natural gas, oil and hydro generation, of which 2,700 mw is located in the ERCOT region, 2.752 mw in the NEPOOL region 
and 1,472 mw in other regions. The merchant assets inciude 965 mw of peek generating facilities. Merchant assets are plants 
that do not have long-term power sales agreements to sell their output and therefore require active marketing and 
hedging. Approximately 62% (based on net rnw capability) of the natueal gas fueled merchant assets have gas supply 
agreements or a combination of gas supply and transportatiori agreements to provide for on-peak gas 
requirements. Derivative instruments (primarily swaps, options and forwards) are used to lock in pricing and manage the 
commodity price risk inherent in power sales and fuel purchases. Managing market risk through these instruments introduces 
other types of risk, primarily counterparty and operational risks. See Energy Marketing and Trading below. 

Nuclear Operations. FPL Energy wholly owns, or has undivided interests in, three nuclear power plants with a total net 
generating capability of 2,545 mw. FPL Energy is resporlsible for all plant operations and the ultimate decommissioning of the 
plants, the cost of which is shared on a pro-rata basis by lthe joint owners. See estimated decommissioning cost data in Note 1 
- Decommissioning of Nuclear Plants, Dismantlement of Plants and Other Accrued Asset Removal Costs - FPL Energy. The 
nuclear units are periodically removed from service to accommodate normal refueling and maintenance outages, repairs and 
certain other modifications. The following table summarizes information related to FPL Energy's nuclear units. 

Net 
Capability 

Facility Location 0- 
Seabrook New Hampshire I ,098 
Duane Arnold Iowa 424 
Point Beach Unit 1 Wisconsin 509 
Point Beach Unit 2 Wisconsin 514 

Current 
Operating 
License 

Portfolio Expiration Next Scheduled 
Category- Dates Refueling Outage 

Merchant 20 30 1.) April 2008 
Contracted (b) 2014('1 January 2009 
Contracted td) 2030 October 2008 
Contracted Id) 2033 April 2008 

(4 FPL Energy intends to seek approval from the NRC to renew Seabrook's operating llcense for an additional 20 years. 
lb) FPL Energy sells substantially all of Its sham of the output of Duane Arnold under a long-term contract expiring In 2014. 
(4 In 2009, FPL Energy Intends to seek approval from the NRC to renew Duane Arnold's operating license for an addltlonal20 years. 
Id) FPL Energy sells 100% of the output of Polnt Beach Unit 1 and UnR :! under a long-term contract through the current license terms 
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In 2004, the NRC issued a bulletin requesting utilities to identify and inspect all alloy 600 and weld materials in all pressurizer 
locations and connected steam space piping. This issue impacts some pressurizer and reactor vessel penetrations at 
Seabrook. In order to meet industry requirements, FPL Energy is planning to modify Seabrook's pressurizer penetrations that 
have alloy 600 weld materials during its April 2008 outage and begin inspections of the reactor vessel alloy 600 penetrations 
during the fall 2009 outage. The estimated cos1 of modifications is included in FPL Energy's estimated capital expenditures set 
forth in General above. All pressurizer penetrations at Point Beach Units I ;and 2 utilize a different material except for the Point 
Beach Unlt 2 steam generator nozzles, which Iiave already been modified to address the degradation concern. Additionally, 
Duane Arnold is not affected by this issue as it i s  a boiling water reactor. 

FPL Energy's nuclear facilities have several contracts for the supply, conversion, enrichment and fabrication of nuclear fuel 
with expiration dates ranging from 2008 to 2018. See Note 16 - Contracts. Under the NWPA, the DOE is responsible for the 
development of a repository for the disposal of spent nuclear fuel and high-level radioactive waste. As required by the NWPA, 
subsidiaries of FPL Energy are parties to contracts with the DOE to provide for disposal of spent nuclear fuel from its 
Seabrook, Duane Arnold and Point Beach nuclear units. 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. The total cumulative amount of such fees paid to the DOES nuclear waste fund 
for Seabrook, Duane Arnold and Point Beach, including amounts paid by all joint owners, since the start of the plants' e 

operations through December 2007, is approximately $4.68 million, of which FPL Energy has paid approximately $46 million 
since the date of the plants' acquisition. FPL Energy, through its ownership interest in Seabrook, Duane Amold and Point 
Beach, is involved in litigation against the DOE seeking clamages caused by the DOE'S failure to dispose of spent nuclear fuel 
from the Seabrook, Duane Arnold and Point Beach facilities. The matter is pending. The DOE has Indicated It is planning to 
file a license application for a permanent disposal facility for spent nuclear fuel with the NRC by mid-2008. However, it is 
uncertain when a permanent disposal facility will be constructed and when it would be ready to begin receiving spent nuclear 
fuel shipments. Based on current projections, FPL Enerciy will lose its ability to store spent fuel as early as 2009 at Seabrook, 
2014 at Duane Amold and 2024 at Point Beach, FPL Energy Is proceeding with a dry cask storage system at Seabrook which 
will be placed into commercial operation in 2008, the cost of which is included in FPL Energy's estimated capital expenditures 
set forth in General above. This would allow foir all of Seabrook's spent fuel to be stored on site, including spent fuel storage 
through its license extension period of 2050, if granted. Duane Arnold currently is using both a spent fuel pool and a dry cask 
storage system and is making plans for additional dry cask storage modules to increase on site storage capability beginning in 
2009, the estimated cost of which is included in FPL Energy's estimated capital expenditures set forth in General above. Point 
Beach currently is using both a spent fuel pool and a dry cask storage systern. 

Energy Marketing and Trading. PMI, a subsidiary of FPL Energy, buys and sells wholesale energy commodities, such as 
natural gas, oil and electricity. Its primary role is to manage the commodity risk of FPL Energy's podfolio and to sell the output 
from FPL Energy's plants that has not been sold under long-term contracts. PMI procures natural gas and oil for FPL Energy's 
use in power generation, as well as substantially all of the electricity needs for FPL Energy's retail operations conducted 
primarily in Texas, which at December 31, 2007 served approximately 1,000 mw of peak load to approximately 158,600 
customers. PMI uses derivative instruments such as swaps, options and forwards to manage the risk associated with 
fluctuating commodity prices and to optimize !he value of FPL Energy's power generation assets. PMI also provides full 
energy and capacity requirements services primarily to distribution utilities in certain markets and engages in energy trading 
activities to take advantage of expected future favorable price movements. Full energy and capacity requirements services 
include load-following services, which require the supplier of energy to vary the quantity delivered based on the load demand 
needs of the customer, as well as various ancillary services. At December 31, 2007, PMI provided full energy and capacity 
requirements services totaling approximately 3,500 mw of peak load in the IVEPOOL, PJM and ERCOT markets. The results 
of PMl's activities are included in FPL Energy's operating results. See Management's Discussion - Energy Marketing and 
Trading and Market Risk Sensitivity, Note 1 - Energy Trading and Note 4. 

Employees. FPL Energy had approximately 3,860 employees at December 31, 2007. Subsidiaries of FPL Energy have 
collective bargaining agreements with various unions which are summarized in the table below. 

Union 

IBEW 
Utility Workers Union of America 
IBEW 
IBEW 
Security Police and Fire Professionals 

Total 
of America 

Contract 
Expiration 

June 2009 -August 201 0 la) 

Location Date 

Wisconsin 
New Hampshire December 2008 
Iowa May 201 1 
Maine Februaiy 2013 

Iowa May 201 2 

% of FPL Energy 
Employees 
Covered 

12% 
6 
4 
2 

2 
26% 
- - 

(a) Various employees at Point Beach are represented by the IBEW under four separate contracts wRh different expiration dates. 
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OTHER FPL. GROUP OPERATIONS 

FPL Group's Corporate and Other segment represents other business activities, primarily FPL FiberNet, that are not separately 
reportable. See Note 17. 

FPL FiberNet. FPL FiberNet, a wholly-owned subsidiary of FPL Group Capital, was formed in 2000 to enhance the value of 
FPL Group's fiber-optic network assets that were originally built to support FPL operations. Accordingly, in 2000, FPL's 
existing fiber-optic lines were transferred to FPL FiberNst. FPL FiberNet is a limited liability company organized under the l a w  
of Delaware. FPL FiberNet leases wholesale fiber-optic network capacity and dark fiber to FPL and other customers, primarily 
telephone, internet and other telecommunications companies. FPL FiberNet's primary business focus is the Florida 
metropolitan (metro) market. Metro networks cover Miami, Fort Lauderdale, West Palm Beach, Tampa, St. Petersburg, 
Orlando and Jacksonville. FPL FiberNet also has a long-haul network within Florida that leases bandwidth at wholesale 
rates. At December 31, 2007, FPL FiberNet's network consisted of approximately 2,660 route miles, which interconnect major 
cities throughout Florida. 

In 2006, as a result of significant changes in the business climate, FPL. FiberNet performed an impairment analysis and 
concluded that an impairment charge related to its metro market assets was necessary. The business climate changes 
included customer consolidations, migration to (a more efficient form of netvnrking technology and lack of future benefits to be 
achieved through competitive pricing, all of which hac1 a negative impact on the value of FPL FiberNet's metro market 
assets. While the metro market business was expected to continue to generate positive cash flows, management's 
expectation of the rate of future growth in cash lows wasl reduced as a result of these business climate changes. Accordingly, 
FPL FiberNet recorded an impairment charge of approximately $98 million ($60 million after-tax) in 2006. See Note 5 - 
Corporate and Other. 

At December 31, 2007, FPL Group's remaining investmrtnt in FPL FiberNet totaled approximately $121 million. FPL FiberNet 
invested approximately $17 million during 2007 and plans to invest a totall of $101 million over the next five years to meet 
customers' specific requirements and sustain its fiber-optic network. 
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EXECUTIVE OFFICERS OF FPL GROUP 1.1 

Position 
Vice President & Chief Strategy, Policy and Business Process improvement 

Treasurer cif FPL Groiip 
Assistant Secretary oi FPL Group 
Treasurer of FPL 
Assistant Secretary oi FPL 
President of FPL Eneigy 
Controller and Chief Accounting Officer of FPL Group 
Vice President, Accounting and Chief Accounting Officer of FPL 
Vice President and Chief Financial Officer of FPL Group 
Senior Vice President and Chief Financial Officer of FPL 
Vice President, Human Resources of FPL Group 
Assistant Secretary of FPL Group 
Senior Vice President, Human Resources of FPL 
Assistant Secretary of FPL 
Chief Executive Otfcer of FPL Group 
Chairman of the Board of FPL Group 
Chairman of the Board and Chief Executive1 Officer of FPL 
Vice President, Enginiiering, Construction tL Corporate 

Senior Vice President, Engineering, Construction & Corporate 

President c ~ f  FPL 
Vice President, Finance of FPL Group 
Senior Vice President, Finance of FPL 
President and Chief Operating Officer of FF'L Group 
Vice President, Power Generation Division of FPL Group 
Senior Vice President, Power Generation Oilvision of FPL 
Vice President, Nuclear Division of FPL Group 
Senior Vice President, Nuclear Division of FPL 
Vice President & Gentrral Counsel of FPL Cjroup 
Assistant Secretary of FPL Group 
Senior Vice President B General Counsel of FPL 
Assistant Secretary of FPL 

ORicer 

Services of FPL Group 

Services of FPL 

Name 
Christopher A. Bennett 

Paul i. Cutler 

F. Mitchell Davidson 
K. Michael Davis 

Moray P. Dewhurst (b) 

Robert H. Escoto 

Lewis Hay, 111 

Robert L. McGrath 

Armando J. Olivera 
Armando Pimentel, Jr. Ib) 

James L. Rob0 
Antonio Rodriguez 

John A. Stall 

Edward F. Tancer 

&L 
49 

48 

45 
61 

52 

54 

52 

54 

58 
45 

45 
65 

53 

46 

Effective Date 

February 15.2008 
February 19,2003 
December 10,1997 
February 18,2003 
December 10,1997 
December 15,2006 
May 13,1991 
July 1,1991 
July 17,2001 
July 19, 2001 
January 25,2005 
November 9,2004 
February 21.2005 
January 25, 2005 
June 11,2001 
January 1.2002 
January 1,2002 , 

February 21,2005 

February 21,2005 
June 24,2003 
February 15,2008 
February 15,2008 
December 15,2006 
January 1,2007 
July 1.1999 
January 1.2007 
June 4,2001 
February 21,2005 
January 1.1997 
February 21,2005 
January 1,1997 

1') Information is as of February 27, 2008. Executive 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 positiori for five years or more and his employment history is 
continuous. Mr. Bennett was vice president, business strateljy & policy of FPL Group from July 2007 to February 15,2008. Prior to that, Mr. 
Bennett was vice president of Dean & Company, a management consulting and investment firm. Mr. Davidson was senior vice president of 
business management of FPL Energy from March 2005 to December 2006. He VMS vice president of business management of FPL Energy 
from June 2004 to March 2005. From March 2001 to Sepl.ember 2003, Mr. Davidson was senior vice president, energy management of 
Duke Energy North America (Duke) where his primary responsibility was for the overall direction, profitability, growth and risk mitigation for 
Duke's trading business. Mr. Davis was also controller of FPL from July 1991 to September 2007. Mr. Dewhurst was also vice president, 
finance of FPL Group and senior vice president, finance of FPL from July 2001 to February 15, 2008. Mr. Escoto was vice president, human 
resources of FPL from March 2004 to February 2005. Mr. lfscoto was vice president, human resources of FPL Energy from April 2002 to 
November 2006. Mr. Hay was president of FPL Group tTom June 2001 to December 2006. Mr. McGrath was senior vice president, 
engineering and construction of FPL from November 2002 83 February 2005. Mr. Olivera was senior vice president, power systems of FPL 
from July 1999 to June 2003. Mr. Pimentel was a partner oi Deloltte B Touche LLP, an Independent registered public accounting firm, from 
June 1998 to February 9, 2008. Mr. Rob0 was president of FPL Energy from July 2002 to December 2006. He was also vice president. 
corporate development and strategy of FPL Group from March 2002 to December 2006. Mr. Tancer was associate general counsel of FPL 
Group from April 2003 to February 2005. He was also vice president and general counsel of FPL Energy from February 2001 to February 
2005. 

tb) Mr. Dewhurst will relinquish, and Mr. Pimentel will assume, the title of chief financial officer of FPL Group and FPL on the day after the date 
on which FPL Group and FPL file their Quarterly Report on Form 1 0 4  for the quairter ended March 31,2008. 
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Item IA.  Rlsk Factors 

Risks Relating to FF'L Group's and IFPL's Business 

FPL Group and FPL are subject to complex laws and regulations and to changes in laws and regulations as well as changing 
governmental policies and regulatory actions, including, but not limited to, iriitiatives h a d i n g  deregulation and restructuring of 
the energy industry and environmental matters, including, but not limkled to, matters related to the effects of climate 
change. FPL holds franchise agreements with local municipalities and counties, and must renegotiate expiring 
agreements. These factors may have a negative impact on the business and results of operations of FPL Group and FPL. 

FPL Group and FPL are subject to complex laws and regulations, and to changes in laws or regulations, including, but not 
limited to, the PURPA, the Holding Company Act, the Federal Power Act, the Atomic Energy Act of 1954, as amended, the 
2005 Energy Act and certain sections of the Florida statutes relating to public utilities, changing governmental policies and 
regulatory actions, including, but not limited to, those of the FERC, the FPSC and the legislatures and utility commissions 
of other states in which FPL Group has operations, and the NRC, with respect to, among other things, allowed rates of 
return, industry and rate structure, operation of nuclear power faciliiies, construction and operation of plant facilities, 
construction and operation of transmission and distribution facilities, acquisition, disposal, depreciation and amortization of 
assets and facilities, recovery of fuel and purchased power costs, decornmissioning costs, ROE and equity ratio limits, and 
present or prospective wholesale and retail competition (including, but not limited to, retail wheeling and transmission 
costs). The FPSC has the authority to disallow recovery by FPL of any and all costs that it considers excessive or 
imprudently incurred. The regulatory process generally restricts FPL's ability to grow earnings and does not provide any 
assurance as to achievement of earnings levels. 

FPL Group and FPL are subject to extensive federal, state and local enlvironmental statutes, rules and regulations, as well 
as the effect of changes in or additions to applicable statutes, rules and regulations relating to air quality, water quality, 
climate change, waste management, marine and wildlife mortality, natural resources and health and safety that could, 
among other things, restrict or limit the output of certain facilities or tho use of certain fuels required for the production of 
electricity and/or require additional pollution1 control equipment and otherwise increase costs. There are significant capital, 
operating and other costs associated with tmnpliance with these envircrnmental statutes, rules and regulations, and those 
costs could be even more significant in the future. 

FPL Group and FPL operate in a changing market Environment influenced by various legislative and regulatory initiatives 
regarding deregulation, regulation or restructuring of the energy industry, including, but not limited to, deregulatlon or 
restructuring of the production and sale cQ electricty, as well as increased focus on renewable energy sources. FPL 
Group and its subsidiaries will need to adapt to these changes and may face increasing competitive pressure. 

FPL Group's and FPL's results of operations could be affected by FPL.'s ability to renegotiate franchise agreements with 
municipalities and counties in Florida. 

The operation and maintenance of transmission, distribution and power generation facilities, including nuclear facilities, involve 
significant risks that could adversely affect the results of operations and finaiicial condition of FPL Group and FPL. 

The operation and maintenance of transmission, distribution and power generation facilities involve many risks, including, 
but not limited to, start up risks, breakdown or failure of equipment, transmission and distribution lines or pipelines, the 
inability to properly manage or mitigate known equiprnent defects throughout FPL Group's and FPL's generation fleets and 
transmission and distribution systems unless and until such defects are remediated, use of new technology, the 
dependence on a specific fuel source, including the isupply and transportation of fuel, or the impact of unusual or adverse 
weather conditions (including, but not limited to, nattiral disasters such as hurricanes and droughts), as well as the risk of 
performance below expected or contracted levels of output or efficiency. This could result in lost revenues and/or 
increased expenses, including, but not limited to, the requirement to purchase power in the market at potentially higher 
prices to meet contractual obligations. Insurance, warranties or performance guarantees may not cover any or all of the 
lost revenues or increased expenses, including, bui not limited to, the? cost of replacement power. In addition to these 
risks, FPL Group's and FPL's nuclear units face certain risks that are1 unique to the nuclear industry including, but not 
limited to, the ability to store andlor dispose of spent nuclear fuel and the potential payment of significant retrospective 
insurance premiums, as well as additional regulatory actions up to and including shutdown of the units stemming from 
public safety concerns, whether at FPL Group's and FPL's plants, or at the plants of other nuclear operators. Breakdown 
or failure of an operating facility of FPL Energy may prevent the facility from performing under applicable power sales 
agreements which, in certain situations, could resuli in termination of the agreement or incurring a liability for liquidated 
damages. 

The construction of, and capital improvements to, power generation facilifr'es, including nuclear facilities, involve substantial 
risks. Should construction or capital improvement efforts be unsuccessful, the results of operations and financial condition of 
FPL Group and FPL could be adversely affected. 
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FPL Group's and FPL's ability to successfully and timely complete their power generation facilities currently under 
construction, those projects yet to begin (construction or capital improvements to existing facilities within established 
budgets is contingent upon many variabies, including, but not limited to, transmission interconnection issues and 
escalating costs for materials, labor and environmental compliance, and subject to substantial risks. Should any such 
efforts be unsuccessful, FPL Group and FPL could be subject to additional costs, termination payments under committed 
contracts, and/or the write-off of their investment in the project or improvement. 

The use of derivative contracts by FPL Group irnd FPL r'n the normal coume of business could result in financial losses that 
negatively impact the results of operations of FPL Group irnd FPL. 

FPL Group and FPL use derivative instruments, such as swaps, optiolns and forwards to manage their commodity and 
financial market risks. FPL Group provides full energy and capacity requirements services primarily to distribution utilities 
and engages In energy trading activities. FPL Group could recognize financial losses as a result of volatility in the market 
values of these derivative instruments, or if a counterparty fails to perform. In the absence of actively quoted market 
prices and pricing information from external sources, the valuation of these derivative instruments involves management's 
judgment or use of estimates. As a result, changes in the underlying assumptions or use of alternative valuation methods 
could affect the reported fair value of these derivative instruments. In addition, FPL's use of such instruments could be , 
subject to prudency challenges and if found imprudent, cost recovery could be disallowed by the FPSC. 

FPL Group's competitive energy business is subject to risks, many of which are beyond the control of FPL Group, that may 
reduce the revenues and adversely impact the results of operations and financial condition of FPL Group. 

There are other risks associated with FPL Group's competitive energy business. In addition to risks discussed elsewhere, 
' risk factors specifically affecting FPL Energy's success in competitive wholesale markets include, but are not limited to, the 

ability to efficiently develop and operate generating assets, the successful and timely completion of project restructuring 
activities, maintenance of the qualifying facility status of certain projects, the price and supply of fuel (including 
transportation), transmission constraints, cornpetition from new S O U ~ ~ E S  of generation, excess generation capacity and 
demand for power. There can be significant volatility in market prices for fuel and electricity, and there are other financial, 
counterparty and market risks that are beyond the control of FPL Eneirgy. FPL Energy's inability or failure to effectively 
hedge its assets or positions against changes in commodity prices, Merest rates, counterparty credit risk or other risk 
measures could significantly impair FPL Group's future financial results. In keeping with industry trends, a portion of FPL 
Energy's power generation facilities operate wholly or partially without long-term power purchase agreements. As a result, 
power from these facilities is sold on the spot market or on a short-term contractual basis, which may affect the volatility of 
FPL Group's financial results. In addition, FPL Energy's business depends upon transmission facilities owned and 
operated by others; if transmission is disrupted or capacity is inadequalte or unavailable, FPL Energy's ability to sell and 
deliver its wholesale power may be limited. 

FPL Group's ability to successfully identify, complete and integrate acquisiticrns is subject to significant risks, including, but not 
limited to, the effect of increased competition for acquisiticins resulting from the consolidation of the power industty. 

FPL Group is likely to encounter significant competition for acquisition oipportunities that may become available as a result 
of the consolidation of the power industry, in general, as well as the passage of the 2005 Energy Act. In addition, FPL 
Group may be unable to identify attractive acquisition opportunities at favorable prices and to complete and integrate them 
successfully and in a timely manner. 

Because FPL Group and FPL rely on access b capital markets, the inabiliily to maintain current credit ratings and to access 
capital markets on favorable terms may limit the ability of FPL Group and FPL to grow their businesses and would likely 
increase interest costs. 

FPL Group and FPL rely on access to capital markets as a significant source of liquidity for capital requirements not 
satisfied by operating cash flows. The inability of FPL Group, FPL Group Capital and FPL to maintain their current credit 
ratings, as well as significant volatility in the financial markets, could afiect their ability to raise capital on favorable terms, 
which, in turn, could impact FPL Group's and FPL's ability to grow their businesses and would likely increase their interest 
costs. 

Customer growth in FPL's service area affects FPL Group's and FPL's results of operations. 

FPL Group's and FPL's results of operations are affected by the growth in customer accounts in FPCs service 
area. Customer growth can be affected by population growth as well as economic factors in Florida, including, but not 
limited, to job and income growth, housing starts anci new home prices. Customer growth directly influences the demand 
for electricity and the need for additional power generation and power deiivery facilities at FPL. 
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Weather affects FPL Group's and FPL's results of operations. 

a FPL Group's and FPL's results of operations are affected by changes in the weather. Weather conditions directly 
influence the demand for electricity and natural gas, affect the price of energy commodities, and can affect the production 
of electricity at power generating facilities,, including, but not limited to, wind, solar and hydro-powered facilities. FPL 
Group's and FPL's results of operations #can be affected by the impact of severe weather which can be destructive, 
causing outages and/or property damage, may affact fuel supply, and could require additional costs to be incurred. At 
FPL, recovery of these costs Is subject to FPSC approval. 

FPL Group and FPL are subject to costs and other effects of legal proceedings as well as changes in or additions to applicable 
tax laws, rates or policies, rates of inflation, accounting standads, securities laws and corporate governance requirements. 

FPL Group and FPL are subject to costs and other effects of legal and administrative proceedings, settlements, 
investigations and claims, as well as the effect of new, or changes in, tax laws, rates or policies, rates of inflation, 
accounting standards, securities laws and corporate governance requiriements. 

Threats of terrorism and catastrophic events that could result from terrorism, cyber attacks, or individuals and/or groups 
attempting to disrupt FPL Group's and FPL's /business may impact the operations of FPL Group and FPL in unpredictable 
ways. 

FPL Group and FPL are subject to direct and indirect effects of terrorisi. threats and activities, as well as cyber attacks and 
disruptive activities of individuals and/or groups. Infrastructure facilities and systems, including, but not limited to, 
generation, transmission and distribution facilities, physical assets ;and information systems, in general, have been 
identied as potential targets. The effects of these threats and activities include, but are not limited to, the inability to 
generate, purchase or transmit power, the (delay in development and construction of new generating facilities, the risk of a 
significant slowdown in growth or a decline in the U.S. economy, delay in economic recovery in the U.S., and the 
increased cost and adequacy of security and insurarlce. 

. 

The ability of FPL Group and FPL to obtain insurance and the terms of any available insurance coverage could be affected by 
national, state or local events and company-specific everits. 

FPL Group's and FPL's ability to obtain insurance, and the cost of and coverage provided by such insurance, could be 
affected by national, state or local events as well as company-specific events. 

FPL Group and FPL are subject to employee workforce i'actors that could affect the businesses and financial condition of FPL 
Group and FPL. 

FPL Group and FPL are subject to employee workforce factors, including, but not limited to, loss or retirement of key 
executives, availability of qualified personnel, inflationary pressures on payroll and benefits costs, collective bargaining 
agreements with union employees and work stopp,age that could affect the businesses and financial condition of FPL 
Group and FPL. 

The risks described herein are not the only risks facing FPL Group and FPL. Additional risks and uncertainties not currently 
known to FPL Group or FPL, or that are currently deemed to be immaterial, also may materially adversely affect FPL Group's 
or FPL's business, financial condition and/or future operating results. 

Item 1 B. Unresolved Staff Comments 

None 
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item 2. Properties 

FPL Group and its subsidiaries maintain properties which are adequate for their operations. At December 31, 2007, the 
electric generating, transmission, distribution and general facilities of FPL represented approximately 45%, 12%, 38% and 5%, 
respectively, of FPL's gross investment in electric utility plant in service. 

Generating Facilities. At December 31, 2007, FPL Group had the following generating facilities: 

FPL Facilities 
Nuclear 

St. Lucie 
Turkey Point 

Steam turbines 
Cape Canaverai 
Cutler 
Manatee 
Martin 
Port Everglades 
Riviera 
St. Johns River Power Park 
Sanford 
Scherer 

' Turkey Point 
Combined-cycle 

Fort Myers 
Lauderdale 
Manatee 
Martin 
Martin 
Putnam 
Sanford 
Turkey Point 

Sirnple-cycle combustion turbines 
Fort Myers 

Gas turblneddlesels 
Fort Myers 
Lauderdale 
Port Everglades 
Turkey Point 

TOTAL 

No. 
Location of Units Fuel 

Hutchinson Island, FL 
Florida (City, FL 

Cocoa, FL 
Miami, FL 
Parrish, FL 
Indiantown, FL 
Port Everglades, FL 
Riviera Beach, FL 
Jacksonville, FL 
Lake Monroe. FL 
Monroe County, GA 
Florida City, FL 

Fort Myers, FL 
Dania. FL 
Parrish, FL 
Indiantown, FL 
Indiantown, FL 
Palatka, FL 
Lake Monroe. FL 
Florida City. FL 

Fort Myers, FL 

Fort Myers, FL 
Dania, FL 
Port Everglades, FL 
Florida City, FL 

2 
2 

2 
2 
2 
2 
4 
2 
2 
1 
1 
2 

1 
2 
1 
1 
2 
2 
2 
1 

1 

12 
24 
12 
5 

Nuclear 
Nuclear 

OilIGas 
Gas 
OWGas 
OiUGas 
OiIIGas 
OilIGas 
CoallPetroleum Coke 
OiUGas 
Coal 
OiUGas 

Gas 
GadOil 
Gas 
GadOil 
Gas 
GadOll 
Gas 
GadOil 

Gadoil 

011 
OlUGas 
OiIIGas 
Oil 

Net Capability 
(mw) 1') 

I ,553'b' 
1,386 

792 
204 

1,638 
1,670 
1,219 , 

565 
250"' 
138 
646(" 
788 

1.440 
872 

1,104 
1,104 

956 
498 

1,916 
1,144 

324 

648 
840 
420 

12 - 
22 135'" 1 

(a) Represents FPL's net ownership Interest In plant capacity. 
Ib) Excludes Orlando Utlllties Commission's and the FMPA's combined sham of approxlmately 15% of St. Lucle Unlt No. 2. 
IC) Represents FPL's 20% ownershlp interest In each of SJRPP Unlts Nos. 1 and 2. whlch are Jointly owned with JEA. 
Id) Represents FPL's appmxlmately 76% ownership of Schtirer Unlt No. 4, which Is Jointly owned with JEA. 
(01 Substantially all of FPL's pmpertles are sub]& to the lien of FPL's mortgage. 
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Net 

FPL Energy Facilities 
Wind 

Cabazon 
Callahan Divide m, 
CapricomRid e 

Delaware Mountain 
Diablo Wind 
Endeavor Wind 
Gray County 
Green Mountain 
Green Power 
Green Ridge Power 
Hancock County (’) 
High Winds (’) 
Horse Hollow Wind (’) 
Horse Hollow Wind II (’) 
Horse Hollow Wind 111 (‘) 
indian Mesa 
King Mountain 
Lake Benton I I  (’) 
Langdon Wind 
Logan Wind (’) 

’ Meyersdaie (’) 
Mill Run 
Montfort (b) 

Mountaineer (’) 
Mower County Wind (’) 
New Mexico Wind (’) 
Nom Dakota Wind (’) 
Oklahoma / Sooner Wind (’) 
Oliver County Wind I IC) 
Oliver County Wind II IC) 
Peek Table Wind @) 

Red Canyon Wind Energy (’) 
Sky River 
Somerset Wind Power 
South Dakota Wind (’) 
Southwest Mesa (’) 
Stateline 1’) 
Vansycle (b) 
Victory Garden 
Waymart I’) 
Weatherford Wind 
Wilton Wind (’) 
Windpower Partners 1991-92 
Windpower Partners 1992 
Windpower Partners 1993 
Windpower Partners 1993 
Windpower Partners 1994 
Woodward Mountain 
Wyoming Wind (’) 
Investments In joint ventures 

Total Wind 

Cerm Gordo I8 

Contracted 
Bayswater I’) 
Calhoun (b) 
Cherokee (’) 
Doswell (’) 
Duane Arnold 
Jamaica Bay (’) 
Point Beach 
Port of Stockton 
Investments in joint ventures: 

SEGS Ill-IX 
Other 

Total Contracted 

Location 

Riverside County. CA 
Taylor County, TX 
Sterling 8 Coke Courities. TX 
Cero Gordo County, IA 
Culberson County, TX 
Alameda County, CA 
Osceola County, IA 
Gray County, KS 
Somerset County. PA 
Riverside County, CA 
Alameda B Contra Ccista Counties, CA 
Hancock County, IA 
Solano County, CA 
Taylor County. TX 
Taylor B Nolan Counties, TX 
Nolan County, TX 
Upton County, TX 
Upton County, TX 
Pipestone County, MI4 
Cavalier County, ND 
Logan County, CO 
Somerset County, PA 
Fayette County, PA 
Iowa County, WI 
Preston B ‘Tucker Counties. WV 
Mower County, MN 
Quay B Debaca Counties, NM 
LaMoure County, ND 
Harper B Woodward Counties, OK 
Oliver County, ND 
Oliver County, ND 
Logan Couinty, CO 
Borden, Gama 8 Scurry Counties, TX 
Kern County, CA 
Somerset County, PA 
Hyde County, SD 
Upton & Crockett Counties, TX 
Umatilla County, OR and Walla Walla County, WA 
Umatilla County, OR 
Kern County, CA 
Wayne County, PA 
Custer & Washita Counties. OK 
Burleigh County, ND 
Alameda 8 Contra Costa Counties, CA 
Alameda B Contra Costa Counties, CA 
Riverside County, CA 
Lincoln County, MN 
Culberson County, TX 
Upton B Pecos Count es, TX 
Uinta County, WY 
Various 

-- 

Far Rockaway, NY 
Eastaboga, AL 
Gaffney, SC 
Ashland, VA 
Palo, IA 
Far Rockaway, NY 
Two Rivers,, WI 
Stockton, CA 

Krarner Junction and Harper Lake, CA 
Various 

No. 
of Unlts 

53 
76 

208 
55 
38 
31 
10 

170 
8 

22 
1,463 

148 
90 

142 
130 
149 
125 
214 
138 
79 

134 
20 
10 
20 
44 
43 

136 
41 
68 
22 
32 

133 
56 

342 
6 

27 
107 
454 
38 
96 
43 
98 
33 

279 
300 
115 
73 

109 
242 
80 

969 

Fuel 

Wlnd 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wlnd 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wlnd 
Wlnd 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wlnd 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Id) 

2 Gas 
4 Gas 
2 GadOil 
6 GadOil 
1 Nuclear 
2 OiUGas 
2 Nuclear 
1 CoallPetroieum Coke 

7 Solar 
9 (0 

Capability 
(mw) (a) 

‘40 
114 
364 
41 
28 
21 
25 

112 
10 
17 

159 
98 

162 
213 
299 
224 
83 

278 
104 
118 
201 
30 
15 
30 
66 
99 

204 
62 

102 
51 
48 

199 
84 
77 
9 

41 
75 

300 
25 
22 
65 

147 
49 
28 
30 
41 
26 
39 

160 
144 
98 

5,077 
- - 

56 
668 
98 

708 
424“’ 
54 

1,023 
44 

148 
319 

3,542 
- - 
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Net 
Capability 
(mw) ( I )  

507 
171 

1,700 
1,000 

143 (') 
361 
50 

144 
550 

1,098'h) - 6,924 
15.543 - 

FPL Energy Facilities 
Merchant 

Blythe Energy 
Doswell - Expansion Ib) 
Fomey 
Lamar Power Partners 
Maine - Cape, Wyman 
Maine fb) 

Marcus Hook 50 
Marcus Hook 750 ib) 

RlSEP 
Seabrook 

Total Merchant 
TOTAL 

Location 

Blythe, CA 
Ashland, V,9 
Fomey, TX 
Paris, TX 
Various - ME 
Various - ME 
Marcus Hook, PA 
Marcus Honk, PA 
Johnston, Rl 
Seabrook, IUH 

No. 
of Units 

3 
1 
8 
6 
6 

83 
1 
4 
3 
1 

Fuel 

Gas 
Gas/Oil 
Gas 
Gas 
011 
Hydro 
Gas 
Gas 
Gas 
Nuclear 

( 0 )  Represents FPL Energy's net ownership Interest in plant capacity. 
(b) These consolidated generating iacilities are encumbered by liens against their assets securlirg various financings. 
(4 FPL Energy owns thase wind facilities together with third party investors with differential #membership Interests. See Note 11 - Sale of Di~mnt la i  Membership 

Interests. 
id) Represents plants wkh no mom than 50% ownershlp using wlnd techndogy. 
IW Excludes Central Iowa Power Cooperative arid Combek Power Cooperative's combined share of 30%. 
(0 Represents plants with no more than 50% ownershlp using fuels ancl technologies such as gas, waste-to-anergy and coal. 
(91 Exdudes seven other energy-related partners' combined share of 24%. 
P) Excludes Massachusetts Municipal Wholesale Electric Company's, raunton Municipal Lightlng Plant's end Hudson Light B Power Deparlment's combined share of 

11.77%. 

Transmlsslon and Dlstributlon. At December 31.i1007, FPL owned and operated the following electric transmission and 
distribution lines: 

Nominal Overhead Lines Trench and Submarine 
Voltage Pole Miles Cables Miles 

500 kv I ,I 06") 
230 kv 2,943 25 
138 kv 1,609 50 
I l t j kv  730 
69 kv 164 14 

Less than 69 kv 
Total 

41,690 
48,242 
- - 25,053 

25,142 
,- 

9- 

( I )  includes approximately 75 miles owned ]ointiy with JEA. 

In addition, at December 31,2007, FPL owned and operated 573 substations, one of which is jointly owned. See Note 8. 

Character of Ownership. Substantially all of FPCs properties are subject to the lien of FPCs mortgage, which secures 
most debt securities issued by FPL. The majority,of FPL Group's principal properties 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. The majority of FPL Energy's 
generating facilities are held in fee and a number of those facilities are encumbered by liens against their assets securing 
various financings. Additionally, some of FPL Energy's wind turbines are located on land leased from owners of private 
property. See Generating Facilities and Note 1 .- Electric Plant, Depreciatiori and Amortization. 

Item 3. Legal Proceedings 

FPL Group and FPL are parties to various lawsuits in the ordinary course of their respective businesses. For information 
regarding material lawsuits, see Note 16 - Litigation. Such descriptions are iincorporated herein by reference. 

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

None 
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PART II 

Item 5. Market for Reglstrants' Common Equity, Related Stockholder Matters and Issuer Purchases of 
Equity Securities 

Common Stock Data. All of FPL's commori stock is owned by FPL Grcpup. FPL Group's common stock is traded on the 
New York Stock Exchange under the symbol "FPL." 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: 

2006 --- 2007 
Quarter High Low - High Low 

First $ 63.07 $ 53.72 $ 43.42 $ 38.85 
Second $ 66.52 $ 56.18 $ 41.97 $ 37.81 
Third $ 64.20 $ 54.61 $ 45.87 $ 40.59 
Fourth $ 72.77 $ 60.26 $ 55.57 $ 44.97 

Approximate Number of Shareholders. As of the cl&e of business on January 31.2008, there were 29,765 holders of 
record of FPL Group's common stock. 

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

Quarter 
First 
Second 
Third 
Fourth 

2007 2006 
$ 0.41 $ 0.375 
$ 0.41 $ 0.375 
$ 0.41 $ 0.375 
$ 0.41 $ 0.375 

-- 

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 lea.st annually (generally 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 common stock is dependent upon, among other things, 
dividends paid to it by its subsidiaries. There are no restrictions in effect that currently limit FPL's ability to pay dividends to 
FPL Group. In February 2008, FPL Group announced that it would increase its quarterly dividend on its common stock from 
$0.41 to $0.445 per share. See Management's Discussion - Liquidity and Capital Resources - Covenants with respect to 
dividend restrictions and Note 12 - Common Stock Dividend Restrictions regarding dividends paid by FPL to FPL Group. 

Issuer Purchases of Equity Securltles. The following table presents information regarding purchases made by FPL 
Group of its common stock 

Maximum Number of 
Total Number Averagie Total Number of Shares that May Yet be 

of Shares Price Paid Shares Purchased as Part of a Purchased Under the 
Period Purchased ('I Per Share 1.1 Publicly Announced Program Program (bJ 

1011107 - 10131107 782 $ 62.03 20,000,000 
11/1/07 - 11130107 1,316 $ 68.73 20,000,000 
12/1/07 - 12/31/07 $ 20,000,000 
Total 

--- 

2,098 - 
(a) Shares of common stock purchased from employees to pay certain wiihholding taxes upon the vesting of stock awards granted to such employees under 

the LTIP. 
(b) In Febmafy 2005, FPL Group's Board of Directon authorized a common stock repurchase plan of up to 20 million shares of common stock over an 

unspecified period, which authorization was ratified and confirmed by FPL Group's Board of IX-ectors In December 2005. 
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Item 6. Selected Financial Data 

SELECTED DATA OF FPL GROUP (millions. except per share amounts): 
Operating revenues 
income before cumulative effect of changes in accounting principles 
Cumulative effect of adopting FIN 46, net of income taxes of $2 
Net income 
Earnings per share of common stock - basic: 

Earnings per share before cumulative etfect of changes in 

Cumulative effect of changes In accounting principles 
Earnings per share 

Earnings per share of common stock - assuming dilution: 
Earnings per share before cumulative effect of changes in 

Cumulative effect of changes in accounting principles 
Earnings per share 

accounting principles 

accounting principles 

Dividends paid per share of common stock 
Total assets 
Long-term debt, excluding current maturities 

SELECTED DATA OF FPL (millions): 
Operating revenues 
Net income available to FPL Group 
Total assets 
Long-term debt, excluding current maturities 

' Energy sales (kwh) 
Energy sales: 

Residential 
Commercial 
industrial 
interchange power sales 
Other 

Total 
Approximate 80-minute peak load (mw): 

Average number of customer accounts (thousands): 

Summer season 
Winter season 

Residential 
Commercial 
industrial 
Other 

Total 
Average price billed to customers (cents per kwh) 

Years Ended December 31. 
2007 2008 2005 2004 2003 
- ------ 
$ 15,263 $ 15.7lOlb) 11,8461, $ 10,522 $ 9,630 

901 $ 896") $ 906"' $ 1,312") $ 1,281 

$ 1,312'" $ 1,28l@) $ 901") $ 896(') $ QJ:td) 
$ - $  - s  - $  - $  

$ 3.301" $ 3.25") $ 2.37"' $ 
$ - $  - $  - $  
$ 3.30(') $ 3.25'b' $ 2.37 $ 

$ 3.27'" $ 3.23@' $ 2.34"' $ 2.48"' S 2.54") 
5 - $  - $  - $  - $ (0.01) 
$ 3.27"' $ 3.23Ib' $ 2.34"' $ 2.48(') $ 2.53 
$ 1.64 $ 1.50 $ 1.42 $ 1.30 $ 1.20 
S 40.123 5 35.822") S 32.589"' S 28.324 5 26.955 
5 11.280 $ 9.591 $ 8,039 $ 8,027 $ 8:723 

$ 11,622 $ 11,986 
5 836 $ 802 
$ 24,044 $ , 22,970") 
$ 4,976 $ 4,214 

108.636 107,513 

50.8% 50.8 % 
42.3 41.4 

3.5 3.8 
1.8 2.1 
1.6 1.9 

100.0% 100.0% 
_I- - -- 

21,962 21,619 
18,055 17,260 

$ 9,528 
5 748 
$ 22,347'" 
$ 3,271 

105.648 

51.4% 
41.1 
3.7 
2.0 
1.8 

100.0% - 
22,361 
19$83 

3,981 3,9m 3,828 
493 479 470 

19 21 20 

$ 8.734 
$ 749 
S 19.114 
$ 2,813 

103,635 

50.7% 
40.6 
3.8 
2.9 
2.0 

100.0% - 
20,545 
18.108 

3,745 
458 

19 

$ 8,293 
$ 733 
$ 17,817 
$ 3,074 

103,202 

51.8% 
40.1 

3.9 
2.3 
1 .B 

100.0% - 
19.888 
15,989 

3,653 
445 

17 
4 4 4 3 2 

4,497 4,410 4,322 4,225 4,117 
10.63 11.14 8.00 8.38 7.95 

------ - 
1.) Includes net unrealized mark-tomarket gains or losses associated with nonqualifying hedges. 
PJ) includes expenses related to a terminated merger, net unrealbod mark-to-market gains associated with nonqualifying hedges, impairment charges and an 

Indonesian project gain. 
(5) includes impairment and restructuring charges and net unrealized m,ark-to-market losses associated wlth nonqualifying hedges. 
Id) Includes the curnulatlve effect of an accounting change and net unrealized mark-to-market galns associated with nonqualifying hadgas. 
1.) Amounts have been adjusted to reflect the retrospective application of FASB Staff Position (FSP) FIN 39-1. "Amendment of FASB interpretation No. 39.' See Note 4. 
(0 includes the net change in unbilled seles. 
(P) Winter season includes November and December of the current yea1 and January to March cif the following year (for 2007, through February 27,2008). 

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

This discussion should be read in conjunction with the Notes to Consolidated Financial Statements contained herein. In the 
discussion of Results of Operations below, all cc~mparisons are with the corresponding items in the prior year. 

Overview 

FPL Group is one of the nation's largest proviclers of electricity-related seivices. It has two principal operating subsidiaries, 
FPL and FPL Energy. FPL serves more than1 8.7 million people throughout most of the east and lower west coasts of 
Florida. FPL Energy, FPL Group's competitive energy subsidiary, produces, electricity primarily utilizing natural gas, wind and 
nuclear resources. Together, FPL's and FPL Energy's generating assets represented approximately 37,700 mw of capacity at 
December 31, 2007. FPL FiberNet provides fiber-optic services to FPL, telecommunications companies and other customers 
throughout Florida. 
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FPL obtains its operating revenues primarily fmm the retail sale of electricity. FPL expects the 2005 rate agreement to be in 
effect through December31, 2009. See Note I - Revenues and Rates,. Over the last ten years, FPL's average annual 
customer growth has been 2.2% while usage growth /per customer has been 0.6%. FPL has observed a decline in non- 
weather related usage per customer and, in the latter part of 2007, began to experience a slowdown in customer growth in its 
service territory. FPL suspects that weakness in the housing markets in Iboth Florida and the rest of the United States has 
contributed to a slowdown in customer growth and, to a lesser extent, may have also contributed to the decline in non-weather 
related usage per customer. FPL's business strategy is to continue meeting the increased demands of customers in a safe, 
reliable, cost-effective manner while focusing on operating performance. 

FPL Energy is in the competitive energy business with the majority of its operating revenues derived from wholesale electricity 
sales. Its business strategy is to maximize the value of its current pottfoliol, expand its U.S. market-leading wind position and 
build its portfolio through asset acquisitions. FPL Energy plans to add a total of 8,000 mw to 10,000 mw of new wind 
generation over the 2007 - 2012 period, of which 1,064 mw were added in 2007 and at least 1,100 mw are expected to be 
added in 2008. In addition, FPL Energy intends to pursue opportunities for new solar generating facilities. The wind and solar 
expansions are subject to, among other things, continued public policy support. 

FPL Energy's market is diversified by region a8 well as by fuel source. FPL Energy sells a large percentage of its expected 
output to hedge against price volatility. Therefore, if FPL Energy's plants do not perform as expected, FPL Energy could be 
required to purchase power at potentially higher market prices to meet its contractual obligations. FPL Energy's energy 
marketing and trading business is focused on managing icommodity price risk and extracting maximum value from its assets. 

FPL Group and its subsidiaries segregate unrealized mark-to-market gains and losses on derivative transactions into two 
categories. The first category, referred to as twding activities, represents 11% net unrealized effect of actively traded positions 
entered into to take advantage of market price moveinents and to optimize the value of generation assets and related 
contracts. The second category, referred to i3S non-qualifying hedges, represents the net unrealized effect of derivative 
transactions entered into as economic hedges (but which do not qualify for hedge accounting under FAS 133, "Accounting for 
Derivative instruments and Hedging Activities," as amended) and the ineffective portion of transactions accounted for as cash 
flow hedges. FPL Group uses derivative instrurnents to rnanage its commodity price and interest rate risk. 

FPL Group's management uses earnings excluijing certain items (adjusted earnings), which in 2007, 2006 and 2005 were the 
unrealized mark-to-market effect of non-qualifying hedges and, in 2006 also included merger-related costs, internally for 
financial planning, for analysis of performance, for reporting of results to the Board of Directors and as inputs in determining 

' whether performance targets are met for performarcabased cornperisation under FPL Group's employee incentive 
compensation plans. FPL Group also uses adjusted eiirnings when comirnunicating its earnings outlook to investors. FPL 
Group's management believes adjusted earnings provide a more meaniniaful representation of the company's fundamental 
earnings power. Although the excluded amounts are properly included in the determination of net income in accordance with 
generally accepted accounting principles, management believes that the amount and/or nature of such items make period to 
period comparisons of operations difficult and potentially Ixnfusing. 

FPL Group and FPL adopted FSP FIN 39-1 effective December 31, 2007, which amended certain provisions of FIN 39, 
"Offsetting of Amounts Related to Certain Contracts," and required the offsetting of amounts recognized for the right to reclaim 
and obligation to return cash collateral against amounts recognized for derivative instruments executed with the same 
counterparty under the same master netting arrangement when such offsletting derivative positions are presented on a net 
basis. FSP FIN 39-1 required retrospective application and. accordingly. all prior period consolidated balance sheets of FPL 
Group and FPL have been adjusted to reflect this change. See Note 4. 

Results of Operations 

Surnrnaty- Presented below is a summary of net income (loss) by reportablia segment (see Note 17): 

Years Ended December 31, 
2007 2006 2005 --- 

FPL 
FPL Energy 
Corporate and Other 
FPL Group Consolidated 

(millions) 

$ 836 $ 802 $ 748 
540 610 203 
i64) (131) (50) 

$ 1,312 $ 1,281 $ 901 --- 
FPL's 2007 improved results benefited from a retail base rate increase associated with Turkey Point Unit No. 5 and continued 
retail customer growth, partly offset by higher 0&M and dlapreciation and amortization expenses recovered through base rates, 
a slight decline in retail customer usage and lower intorest income on underrecovered fuel and storm costs. In addition, 
disallowed storm costs, net of certain interest, reduced 2006 net income by approximately $27 million. FPL's 2006 improved 
results reflect lower depreciation and amortization expense and customer growth partly offset by the expensing of disallowed 
2005 storm costs, higher O&M expenses and a !;light dec ine in usage per retail customer. 
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FPL Energy's 2007 results reflect additional earnings f o m  the existing portfolio, from new investments and from full energy 
and capacity requirements services and trading. These benefits were partially offset by higher interest, general and 
administrative expenses to support the growth in the business. FPL Energy's 2006 results reflect an approximately $97 million 
gain ($63 million after-tax) resulting from a court judgment relating to an1 Indonesian project that was suspended in 1998, 
additional earnings from new investments and improved results from the existing portfolio. In addition, FPL Group's and FPL 
Energy's net income for 2007 and 2005 reflect net unrealized after-tax losses from non-qualifying hedges of $86 million and 
$112 million, respectively, while 2006 net income reflect!; net unrealized afl:er-tax gains from such hedges'of $92 million. The 
change in unrealized mark-to-market activity is primarily attributable to changes in forward power and natural gas prices, as 
well as the reversal of previously recognized unrealized mark-to-markel. gains/losses as the underlying transactions are 
realized. As a general rule, a gain (loss) in the nonqu'alifying hedge catcrgory is offset by decreases (increases) in the fair 
value of related physical asset positions in the portfolio or contracts, which are not marked to market under generally accepted 
accounting principles. 

Results for Corporate and Other in 2007 reflect lower interest costs and higher interest income, partly offset by lower federal 
and state tax benefits. In addition, results for Corporate and Other in 2006 reflect a $98 million ($60 million after-tax) 
impairment charge related to FPL FiberNet's m'etro market assets as a result of significant changes in the business climate in 
which FPL FiberNet operates. In addition, Corporate and Other's 2006 re!sults reflect approximately $14 million of after-tax 
merger costs associated with the proposed merger between FPL Group and Constellation Energy Group, Inc. (Constellation 
Energy), which was terminated in October 2006. See Note 5 - Corporate aind Other for FPL FiberNet impairment charges and 
Note 17 for segment information. 

FPL Group's effective tax rate for all periods prissented reflects PTCs for wllnd projects at FPL Energy. PTCs can significantly 
affect FPL Group's effective tax rate depending on the mount  of pretax income and wind generation. See Note 1 - Income 
Taxes, Note 6 and Note 11 - Sale of Differentiall Membership Interests. 

F f L  - FPL's net income for 2007, 2006 and 2005 was $[I36 million, $802 rriillion and $748 million, respectively, an increase in 
2007 of $34 million and an increase in 2006 of $54 million. FPL's 2007 results benefited from a retail base rate increase 
associated with Turkey Point Unit No. 5 commencing cDmmercial operation on May 1, 2007 and continued retail customer 
growth. These factors were partly offset by higher OBM and depreciation and amortization expenses recovered through base 
rates, a slight decline in usage per retail customer and lower interest income on underrecovered fuel and storm costs. In 
addition, disallowed storm costs, net of interest income recorded on 2005 storm restoration costs approved for recovery by the 
FPSC, reduced FPL's 2006 net income by approximately $27 million. In 2006, when considering FPL's petition to recover 
2005 storm costs, the FPSC applied a different standard for recovery of 2005 costs than was used for recovery of the 2004 
storm costs. This resulted in certain adjustments and disallowances of storm costs that FPL sought to recover. FPL's 2006 
net income benefited from lower depreciation and amortization expense, continued customer growth and certain federal 
income tax deductions and credits. These factors were partially offset by higher OBM and property tax expenses, the storm 
cost disallowance and a slight decline in usage per retail customer. 

' 

FPL's current retail base rates were approved tiy the FP:SC in 2005 and are effective through December 31,2009. The 2005 
rate agreement replaced the 2002 rate agreement which was in effect from April 15, 2002 through December 31, 2005. The 
2005 rate agreement provides that retail base rates will not increase during lthe term of the agreement except to allow recovery 
of the revenue requirements of any power plant approved pursuant to the Siting Act that achieves commercial operation during 
the term of the 2005 rate agreement. Retail base rates increased in 2007 when Turkey Point Unit No. 5 commenced 
commercial operation on May 1, 2007. The 2005 rate agreement also continues the revenue sharing mechanism in the 2002 
rate agreement, whereby revenues from retail base operations in excess of certain thresholds will be shared with customers on 
the basis of two-thirds refunded to customers and one-third retained by FPL.. Revenues from retail base operations in excess 
of a second, higher threshold (cap) will be refunded 100% to customers. The revenue sharing threshold and cap are adjusted 
each year. For the years ended December 3lI:20O7,20C)6 and 2005, revenues from retail base operations did not exceed the 
thresholds for those years and FPL does not expect 2008 revenues to exceed the thresholds. See Note 1 - Revenues and 
Rates for information on the calculation of the threshold and cap and for information on FPL's regulatory ROE. 

The 2005 rate agreement, among other things, requires FPL to use electric property depreciation rates based upon 
comprehensive depreciation studies filed with the FPSC in March 2005 and permits FPL to continue to reduce annual 
depreciation by up to $125 million, which FPL has been doing since 2002. The 2005 rate agreement suspended contributions 
of approximately $79 million per year to the nuclear decommissioning fund beginning in September 2005. The 2005 rate 
agreement also suspended, beginning in 2006, contributions of $20.3 million per year to the storm and property insurance 
reserve but allows FPL to recover prudently incurred storm restoration costs, either through securitization provisions pursuant 
to a state financing statute or surcharges. See Note 1 - Securitization, 
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FPL's operating revenues consisted of the following: 

Years Ended December 31, 
2007 2006 2005 

(millions) 
--- 

Retail base $ 3,796 $ 3,657 $ 3,658 
Fuel cost recovery 6,162 6,573 4,283 
Other cost recovery clauses and pass-through os ts  1,490 1,588 1,368 

174 170 21 9 Other, primarily gas, transmission and wholesaki sales arld customer-relatecl fees --- $11,622 $11,988 $ 9,528 Total 
--- 

For the year ended December 31, 2007, an increase ii? the average nurnber of customers of 2.0% increased retail base 
revenues by approximately $71 million. During this period, usage per retail customer decreased 0.4%. This usage decrease, 
as well as other factors, decreased retail base revenues by approximately $18 million. In addition, a base rate increase 
resulting from Turkey Point Unit No. 5 commencing cominercial operation on May 1, 2007 increased retail base revenues by 
approximately $86 million. Although the 2007 increase in the average number of customers was the same as the 2006 
increase, the pattern of growth was considerably differeni. Much of the 2007 growth occurred early in the year and there was 
very little customer growth in the latter part of 2007. FPL suspects the weakness in the housing markets in both Florida and 
the rest of the United States has contributed to this slowdown in FPL's customer growth and, to a lesser extent, may have also 
contributed to a decline in non-weather related usage per customer. 

For the year ended December 31, 2006, an iricrease in the average number of customers of 2.0% increased retail base 
revenues by approximately $74 million. During this periocl, usage per retail customer decreased 0.4% primarily due to warmer 
weather experienced in 2005 and the elasticity effect on customers of higher electricity prices in 2006 reflecting the increase in 
FPL's retail fuel clause recovery factor as discussed belovv. This decrease in usage per retail customer was partly offset by the 
absence of hurricane activity In 2006 compared to the 2005 activity that caused customer service interruptions throughout 
FPL's service territory. This usage decrease, a!s well as other factors, decreased retail base revenues by approximately $23 
million. In addition, under the 2005 rate agreement, FPL was authorized by ithe FPSC to collect, through a separate charge on 
a customer bill, the portion (approximately 1.5%) of gross receipts taxes that was previously embedded in base rates. This 
resulted in an approximately $52 million reduction in retail base revenues with a corresponding increase in revenues from other 
cost recovery clauses and pass-through costs. 

Revenues from fuel and other cost recovery clauses and pass-through costs, such as franchise fees, revenue taxes and 
storm-related surcharges, do not signlflcantly affect net income; however, underrecovery or overecovery of such costs can 
significantly affect FPL Group's and FPL's operating cash flows. Fluctuations in fuel cost recovery revenues are primarily 
driven by changes in fuel and energy charges which are included in fuel, purchased power and interchange expense, as well 
as by changes in energy sales. Fluctuations [in revewes from other cost recovery clauses and pass-through costs are 
primarily driven by changes in stormrelated surcharges, capacity charges, franchise fee costs, the impact of changes in O&M 
and depreciation expenses on the underlying cost recovery clause, as well as changes in energy sales. Capacity charges and 
franchise fee costs are included in fuel, purchased power and interchange and taxes other than income taxes, respectively, in 
the consolidated statements of income. 

Ordinarily, the fuel charge is set annually based on estimated fuel costs and estimated customer usage, plus or minus a true- 
up for prior period estimates. FPL utilizes a risk management fuel procuremlent program which was approved by the FPSC at 
the program's inception. The FPSC reviews the program activities and results for prudence on an annual basis as part of its 
annual review of fuel costs. The program is intended to reduce the risk of unexpected fuel price volatility by locking in fuel 
prices for a portion of FPL's fuel requirements In response to higher fuel prices, as well as the recovery of a portion of 
underrecovered fuel costs from 2005, in January 2006 the retail fuel clause recovery factor was increased approximately 46%, 
which was the primary contributor to the increase in fuel c3st recovery reveniJes in 2006. The retail fuel clause recovery factor 
for 2007 was reduced approximately 7.2% in January 2007 primarily in response to expected fuel price changes. This factor 
declined again by another 2.3% during the second quarter of 2007 when Turkey Point Unit No. 5 was placed in service, 
although a typical 1,000 kwh residential bill remained the same because tho previously discussed base rate increase for this 
unit offset the fuel clause recovery factor decline. 

In May 2007, a wholly-owned subsidiary of FPL issued $652 million aggregate principal amount of storm-recovery bonds 
primarily for the after-tax equivalent of the total of FPL's unrecovered balance of the 2004 storm restoration costs, the 2005 
storm restoration costs and approximately $200 million to reestablish FPL's storm and property insurance reserve. The storm- 
recovery bonds, including interest and bond issuance cosis, are being repaicl through a surcharge to retail customers. Prior to 
the issuance of these storm-recovery bonds, FPL had been recovering from retail customers since February 2005, the 2004 
storm restoration costs through a storm damage surcharge. Both the revenues from the 2004 storm damage surcharge and 
the storm-recovery bonds surcharge are included in other cost recovery clauses and pass-through costs and amounted to 
approximately $94 million, $151 million and $155 million for the yean; ended December31, 2007, 2006 and 2005, 
respectively. Revenues from other cost recoven' clauses and pass-through icosts also declined in 2007 due to the absence in 
2007 of the recovery of a portion of litigation cosis that FPL had been recovering since 2002 through the capacity clause. See 
further discussion, see Note I - Securitization and see discussion below of depreciation and amortization expense. 

' 
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The decrease in other revenues in 2006 is primarily due to the transfer, effc!ctive January 1, 2006, of FPL's retail gas contracts 
to a subsidiary of FPL Group Capital, which also reduced FPL's fuel expense by approximately $64 million for the year ended 
December 31,2006. 

The major components of FPL's fuel, purchased power and interchange expense are as follows: 

Fuel and energy charges during the period 
Recovery of costs incurred in a prior period 
Net over (under) recovery of costs during the psriod 
Other, primarily capacity charges net of any capacity deferral 
Total 

Years Ended December 31, 
2007 2006 2005 

(millions) 
$ 6,259 $ 5,662 $ 5,213 

91 743 140 
194 (1,027 1 
51 7 584 --- $ 6,726 $ 7,116 $ 4,910 

--- 

(1 42 1 
51 8 --- 

The increase in fuel and energy charges in 2007 reflects higher fuel and1 energy prices of approximately $532 million and 
approximately $65 million attributable to higher energy scales. The increase in fuel and energy charges in 2006 reflects higher 
fuel and energy prices of approximately $415 rnilllon and approximately $98 million attributable to higher energy sales, partly 
offset by approximately $64 million related to the transfer of FPL's retail gas contracts. The recovery of costs incurred in a 
prior period represents the collection of underrecovered fuel costs the FPSC permitted FPL to start collecting at the beginning 
of the respective year. The net overrecovery (underrecovery) of costs dUrinig the period represents fuel clause collections from 
customers which were higher (lower) than fuel and energy costs incurred. 

FPL's O&M expenses increased $80 million in 2007 reflecting higher nuclear, fossil generation, distribution, customer service 
and employee benefhs costs of approximately $23 million, $11 million, $11 million, $7 million and $17 million, 
respectively. The increase in nuclear costs reflects plant improvement initiatives at Turkey Point Unit Nos. 3 and 4 while the 
fossil generation increase reflects costs associated with iplacing Turkey Point Unit No. 5 in service as well as costs associated 
with plant repair and a performance payment made to an owner of a jointly-owned plant. The distribution increase reflects 
higher Storm Secure costs partly offset by lower new service account costs reflecting a decline in housing starts in FPL's 
territory. The customer service increase reflects staffing increases related to customer growth and higher uncollectible 
accounts. Other changes in O&M expenses were primarily driven by pass-through costs which did not significantly affect net 
income. Management expects O&M expenses in 2008 to continue trending upward reflecting higher nuclear, fossil generation, 
customer service and employee benefit costs. 

FPL's O&M expenses increased $67 million in 2006 primarily due to higlher transmission and distribution costs and costs 
associated with Storm Secure totaling approximately $39 million, highor employee benefit costs, primarily medical, of 
approximately $1 0 million and higher customer service costs of approximately $1 9 million reflecting additional staffing needs 
and higher uncollectible accounts as a result of higher customer bills. These factors were partially offset by the suspension in 
2006 of approximately $20 million of contributions to the storm and property insurance reserve in accordance with the 2005 
rate agreement. Other changes in O&M expenses were primarily driven by pass-through costs which did not significantly 
affect net income. 

' 

Depreciation and amortization expense for the year ended December 311, 2007 decreased $14 million. Depreciation and 
amortization expense in 2006 included approximately $45 million of aniortization of litigation costs that FPL had been 
recovering through cost recovery clauses over a five-year period that began January 1, 2002 and ended December 31, 
2006. Depreciation and amortization expense in 2007 reflects higher depreciation on transmission and distribution facilities 
(approximately $25 million) to support custolmer growth and demand and depreciation on Turkey Point Unit No. 5 
(approximately $18 million). The remaining change in depreciation and amortization expense is primarily due to lower 
depreciation on software that has been fully depreciated. Depreciation and amortization expense for the year ended 
December 31, 2006 decreased $164 million primarily Denefiting from lower depreciation rates and the elimination of the 
decommissioning accrual approved as part of the 2005 rate agreement (a collective benefit of approximately $242 
million). This reduction In depreciation rates applied to SlJbstantially all powter plant assets including Turkey Point Units Nos. 3 
and 4 and St. Lucie Units Nos. 1 and 2, which have reaeived 20-year license extensions. This was partially offset by FPL's 
continued investment in transmission and distribution facilities to support customer growth and demand (approximately $31 
million), depreciation from the addition of two new geneirating units at FPL's existing Martin and Manatee power plant sites 
which became operational on June 30, 2005 (approximately $23 million) and increased nuclear depreciation related to plant 
additions (approximately $24 million). 

Taxes other than income taxes decreased $13 million in 2007 but increassj $187 million in 2006 primarily due to changes in 
franchise fees and revenue taxes, which are pass-through costs. Franchise fees and revenue taxes vary as a result of 
fluctuations in fuel and other cost recovery clause revenues, which is discussed above under the operating revenue table. In 
addition, taxes other than income taxes in 2007 reflect lower property taxes primarily due to a property tax reduction enacted 
by the Florida legislature partly offset by higher property iaxes due to growth in plant in service balances. In 2006, taxes other 
than income taxes include higher property taxes reflecting growth in plant in .service balances. 
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Interest charges for 2007 reflect additional borrowings, including the $652 million of storm-recovery bonds issued in May 
2007. Interest charges for 2006 increased primarily due 'to higher average debt balances used to fund increased investment in 
generation, transmission and distribution expansion, anlj to pay for unrecovered fuel and storm restoration costs. Average 
interest rates in 2007 were approximately the same as the prior year while 2006 rates increased approximately 20 basis 
points. The increase in AFUDC in 2007 is primarily attributable to additional AFUDC on two natural gas-fired combined-cycle 
units of approximately 1,220 mw each at FPL's West County Energy Center in western Palm Beach County, Florida, the steam 
generator replacement project at St. Lucie Unit No. 2 and nuclear spent fuel storage projects, partially offset by lower AFUDC 
on Turkey Point Unit No. 5, which was placed in service in 2007. The decline in AFUDC in 2006 is primarily attributable to the 
placement of the additional Martin and Manatee units iri service on June 30, 2005, partially offset by increased AFUDC on 
Turkey Point Unit No. 5. Interest income in 2007 declinelj reflecting the cessation of interest on FPL's unrecovered balance of 
the storm reserve deficiency, which was collected with tho issuance of the storm-recovery bonds in May 2007. Interest income 
increased in 2006 reflecting higher interest accnied on the unrecovered balance of the storm reserve deficiency. 

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. The FERC has jurisdiction over 
potential changes that could affect competition in wholesale transactions. In 2007, operating revenues from wholesale and 
industrial customers combined represented approximately 4% of FPL's total operating revenues. Various states, other than 
Florida, have enacted legislation or have state commissions that have issued orders designed to allow retail customers to 
choose their electricity supplier. Management believes it is unlikely there will be any state actions to restructure the retail 
electric industry in Florida in the near future. If 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 o.A 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 Critical 
Accounting Policies and Estimates - Regulatory Accounting. 

In 2007, the FPSC denied FPL's need petition for two ultra super critical pulverized coal generating units in Glades County, 
Florida. FPL subsequently filed a petition with the FP8C requesting authorization to defer, until the next retail base rate 
proceeding, approximately $35 million of preconstruction  costs associated with the coal units, with amortization over a five-year 
period beginning when new base rates are implemented. These costs are currently reflected in other assets on FPL Group's 
and FPL's consolidated balance sheets. Any pclrtion of these costs not appiroved for recovery would be expensed. A decision 
is expected in April 2008. FPL is currently constructing two natural gas-fired combined-cycle units of approximately 1,220 mw 
each at its West County Energy Center which are expected to be in service by mid-2009 and 2010. FPL is proposing to build a 
third natural gas-fired combined-cycle unit of approximate!ly 1,220 mw at the same site that Wuld be operational in 201 1. FPL 
is in the process of adding approximately 400 i-nw of baseload capacity at its existing nuclear units at St. Lucie and Turkey 
Point, which is projected to be in service by the end of 2012. In addition, FPL is seeking FPSC approval for two additional 
nuclear units totaling between 2,200 mw and 3,040 mw of baseload capacity at its Turkey Point site with projected in-service 
dates between 2018 and 2020; an FPSC decision is expected in March 2008. Additional approvals from other regulatory 
agencies will also be required later in the process. In 2007, the FPSC approved a nuclear cost recovery rule that provides for 
the recovery of prudently incurred pre-construction costs and canying charges (equal to the pretax AFUDC rate) on 
construction costs for new nuclear capacity through levelized charges urider the capacity clause and for the recovery of 
construction costs, once the new capacity goes into serv ce, through a bass rate increase. As part of the FPSC's approval of 
the addition of approximately 400 mw of baseload capacity to FPL's existing nuclear units, FPL received approval to recover 
costs associated with the project through the nuclear cost recovery rule. The estimated costs of the new nuclear units are not 
included in the capital expenditures table in Note! 16 - Coinrnitments because the new units are subject to, among other things, 
various regulatory and other approvals. 

' 
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FPL Energy- FPL Energy's net income for 2007, 2006 and 2005 was $540 million, $610 million and $203 million, respectively, 
a decrease in 2007 of $70 million and an increase in 2006 of $407 million. The primary drivers, on an after-tax basis, of these 
changes were as follows: 

Years Ended 
December 31, 

2007 2006 -- 
(millions) 

New investments 
Existing assets 
Full energy and capacity requirements services and tradiing 
Restructuring activities and asset sales 
Indonesian project gain 
Interest expense and other 
Change in unrealized mark-to-market non-qualifying hedge activity (b) 

Net income increase (decrease) 

$ 78 $ 112 
112 54 
56 26 
(14) (20 1 

63 

I.) indudes PTCs on wind projects but does not include allocation of Interest expense or corporate general and administrative expenses See Note 1 - income 
Taxes. Results from new projects are included in new investments during the Ant twelve months of operation. A project's results are included in existing 
assets beginning with the thirteenth month of operation. 

(b) For discussion of derivative instruments, see Note 4 end Overview. 

The increase in FPL Energy's 2007 results froin new investment reflects the addition of over 3,400 mw of wind and nuclear 
generation during or after 2006. The 2006 incirease reflects over 1,800 mw of wind, nuclear and solar generation during or 
after 2005. 

In 2007, FPL Energy's existing asset portfolio benefited from improved market conditions in the NEPOOL and ERCOT regions 
and the absence of a refueling outage at the Seabrwk nJclear facility. This was partially offset by lower wind resource, by the 
effect of the completion, in January 2007, of the amortization of deferred income under a power purchase agreement related to 
a combined-cycle plant in the NEPOOL region and by the reduction in the oontracted capacity price at a combined- cycle plant 
in the PJM region. Results in the NEPOOL and PJM regions also benefited from new FERC-approved forward capacity 
markets that began in December 2006 and Juiqe 2007, respectively. In 2006, the existing portfolio benefited from Improved 
market conditions in the NEPOOL, ERCOT arid PJM regions and a higher wind resource. This was partially offset by the 
unfavorable impact of a longer refueling outage in 2006 as compared to :2005 at the Seabrook nuclear facility. In addition, 
included in the existing assets line item was ii $4 million after-tax ($8 miillion pretax) impairment charge recorded by FPL 
Energy in 2006 related to a California coal plant as well as the favorable effect of prior contract restructurings. See Note 5 - 
FPL Energy. 

FPL Energy's 2007 and 2006 financial results benefited from increased gains from its full energy and capacity requirements 
services and trading activities. Full energy and capacity requirements services include load-following services, which require 
the supplier of energy to vary the quantity delivered based on the load demand needs of the customer, as well as various 
ancillary services. 

The decrease in 2007 of restructuring activities and assot sales is primarily due to the absence of a $12 million after-tax gain 
recorded in 2006 on the sale of wind development rights. The 2006 amounts were lower than 2005 reflecting the absence of 
gains recorded in 2005 from asset sales and from a cortract restructuring, partly offset by the 2006 gain on the sale of wind 
development rights. The Indonesian project gain reflects a $63 million after-tax gain ($97 million pretax) recorded by FPL 
Energy in 2006 as the result of a court judgment. 

In both 2007 and 2006, interest expense and other reflects higher interest expense primarily due to higher debt balances as a 
result of growth in the business as well as an iricrease iri average interest iates of approximately 9 basis points and 38 basis 
points for 2007 and 2006, respectively. In addition, interest and other in both 2007 and 2006 includes higher corporate general 
and administrative expenses to support the growth in the business. 

In 2007 and 2005, FPL Energy recorded after-tax net unrealized mark-to-market losses on non-qualifying hedges of 
approximately $86 million and $1 12 million, respectively. During 2006, FPL Energy recorded after-tax net unrealized mark-to- 
market gains of approximately $92 million. The change in unrealized maricto-market activity for 2007 compared to 2006 is 
primarily attributable to increased forward power and natural gas prices, as well as the reversal of previously recognized 
unrealized mark-to-market gains as the underlying transactions were realized during 2007. The change in unrealized mark-to- 
market activity for 2006 compared to 2005 is pnmarily atiributable to decreased forward power and natural gas prices, as well 
as the reversal of previously recognized unrealized mark-to-market losses as the underlying transactions were realized during 
2006. 
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FPL Energy's operating revenues for the year ended December 31, 2007 decreased $84 million reflecting $342 million of 
unrealized mark-to-market losses from non-qualifying hctdges compared to $496 million of gains on such hedges in the 2006 
period. Excluding this mark-to-market activity, revenues, benefited from project additions, favorable market conditions in the 
NEPOOL and ERCOT regions, the absence of a refueling outage at the Seabrook nuclear facility and increased gains from its 
full energy and capacity requirements services, partially Dffset by unfavorable wind resource. Operating revenues for the year 
ended December 31, 2006 increased $1,337 million prinarily due to gains of $496 million on unrealized mark-to-market non- 
qualifying hedge activity in 2006 compared to losses on such hedges of $249 million in the 2005 period. Excluding this mark- 
to-market activity, revenues benefited from project additions, favorable market conditions in the NEPOOL, ERCOT and PJM 
regions, and a higher wind resource, partially offset by the impact of the longer refueling outage in 2006 as compared to 2005 
for the Seabrook nuclear facility. Also, operating revenuss in 2006 include approximately $12 million related to the settlement 
of certain operational performance issues with wind turbine equipment suppliers. 

FPL Energy's operating expenses for the year ended December 31, 2007 decreased $50 million reflecting $198 million of 
unrealized mark-to-market gains from non-qualifying hedges compared to 8 1 8  million of losses on such hedges in the 2006 
period. Excluding these mark-to-market changes which are reflected in fuel, purchased power and interchange expense in 
FPL Group's consolidated statements of income, operat ng expenses increased primarily due to project additions, higher fuel 1 

costs and higher corporate general and administrative expenses to support the growth in the business. FPL Energy's 
operating expenses for the year ended December 31, 2006 increased $736 million reflecting $318 million of unrealized mark- 
to-market losses from non-qualifying hedges cornpared io $63 million of gains on such hedges in the 2005 period. Excluding 
these mark-to-market changes, operating expenses increased primarily due to project additions and increased fuel costs as a 
result of market conditions. 

Equity in earnings of equity method investees diecreasecl $1 13 million for the year ended December 31, 2007 primarily due to 
the absence of the $97 million Indonesian project gain (discussed above and due to the effect of the completion, in January 
2007, of the amortization of defered income IJnder a power purchase agreement related to a combined-cycle plant in the 

, NEPOOL region, partially offset by unrealized mark-to-market losses on non-qualifying hedges of $26 million in 2006. In 2006, 
equity in earnings of equity method investees increased $57 million primarily due to the $97 million Indonesian project gain 
discussed above and the favorable effect on operating rssults from a prior contract restructunng. These factors were partially 
offset by unrealized mark-to-market losses of approximately $26 million from non-qualifying hedge activity in 2006 compared to 
an approximately $2 million gain on such hedges in 2005 and the absence of an approximately $13 million pretax gain on a 
contract restructuring recorded in 2005. 

FPL Energy's interest expense for the year ended December 31, 2007 and 2006 increased $43 million and $46 million, 
respectively, reflecting higher average debt balances to support growth in the business and an increase in average interest 
rates. Gains (losses) on disposal of assets in FPL Group's Consolidated statements of income for 2006 reflect an 
approximately $20 million pretax gain for the sale of wirld development rights. In 2005, this line item included approximately 
$44 million of pretax gains on the sale of FPL Energy joint venture projects. 

PTCs from FPL Energy's wind projects are risflected in  FPL Energy's earnings. PTCs are recognized as wind energy is 
generated and sold based on a per kwh rate prescribed in applicable federal and state statutes, and amounted to 
approximately $219 million, $167 million and $129 rriillion for the yeain ended December 31, 2007, 2006 and 2005, 
respectively. 

In September 2007, FPL Energy completed the acquisition of Point Beach, ii two-unit, 1,023 mw nuclear power plant located in 
Wisconsin from Wisconsin Electric Power Company (We Energies). FPL EInergy purchased the plant, including nuclear fuel, 
inventory and other items, for a total of approximately $933 million. All of the power from Point Beach is being sold under a long- 
term power purchase contract to We Energies through the current NRC license terms of 2030 for Unit 1 and 2033 for Unit 2. FPL 
Energy is responsible for management and operation of the plant, as well as for the ultimate decommissioning of the facility, and 
received $390 million of decommissioning funds at closing. See Note 2. 

FPL Energy expects its future portfolio capacity growth to come primarily from wind and solar development and from asset 
acquisitions. FPL Energy plans to add a total of 8,000 rnw - 10,000 mw of new wind generation over the 2007 - 2012 period, 
of which 1,064 mw were added in 2007. FPL Energy expects to add at least 1 ,100 mw in 2008, of which approximately 700 
rnw are under construction. In addition, FPL Energy Mends to pursue opportunities for new solar generating facilities. The 
wind and solar expansions are subject to, amonjg other things, continued public policy support. 

Competitive wholesale markets in the United States continue to evolve and vary by geographic region. Revenues from 
electricity sales in these markets vary based on1 the prices obtainable for energy, capacity and other ancillary services. Some 
of the factors affecting success in these markets includls the ability to ope!rate generating assets efficiently and reliably, the 
price and supply of fuel, transmission constraints, wind, solar and hydro resources (weather conditions), competition from new 
sources of generation, effective risk management, demand growth and expalsure to legal and regulatory changes. 
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Expanded competition in a frequently changing regulatory environment presents both opportunities and risks for FPL 
Energy. Opportunities exist for the selective acquisition of generation assets and for the construction and operation of efficient 
plants that can sell power in competitive markets. FPL IInergy seeks to reduce its market risk by having a diversified portfolio 
by fuel type and location, as well as by contracting for the future sale of a significant amount of the electricity output of its 
plants. The major markets in which FPL Enengy operaies have shown signs of continued improvement since 2004, such as 
improved spark spreads and energy prices in the ERCOT and NEPOOL regions. The combination of new wind projects, 
expected increase in contribution from merchant assets and asset acquisitions are expected to be the key drivers supporting 
FPL Energy's growth over the next few years. 

FPL Energy's earnings are subject to variability due to, among other l:hings, operational performance, commodity price 
exposure, counterparty performance, weather conditions and project restructuring activities. FPL Energy's exposure to 
commodity price risk is reduced by the degree of contrrict coverage obtained for 2008 and 2009. Therefore, if FPL Energy's 
plants do not perform as expected, FPL Enemy could be required to purlchase power at potentially higher market prices to 
meet its contractual obligations. 

FPL Energy's results are affected by fluctuations in weather. In addition to the effect of temperature, which is reflected in 1 

commodity prices and demand, changes in weather affect production levels of the wind porlfolio as well as the hydro units in 
Maine. In managing its exposure to commodity prices, FPL Energy is depeindent upon its counterparties to perform under their 
contractual obligations. FPL Energy actively manages the trade-off between market risk and credit risk, as well as exposure 
with individual counterparties as a function of their creditworthiness. Substantially all of FPL Energy's 2008 contracted 
revenues are with investment grade counterparties. 

Corporate and Other - Corporate and Other is primarily comprised of interest expense, the operating results of FPL FiberNet 
and other business activities as well as corporate interest income and expenses. Corporate and Other allocates interest 
charges to FPL Energy based on a deemed capital structure at FPL Energy of 50% debt for operating projects and 100% debt 
for projects under construction. Each subsidiary's incorne taxes are calculated based on the "separate retum method," except 
that tax benefits that could not be utllized on a separate return basis, blut are utilized on the consolidated tax return, are 
recorded by the subsidiary that generated the tax benefits. Any remaining consolidated income tax benefits or detriments are 
recorded at Corporate and Other. The major components of Corporate and Other results, on an after-tax basis, are as follows: 

Years Ended December 31, 
2007 2006 2005 

(millions) 
--- 

Interest expense 
Interest income 
FPL FiberNet impairment charges 
Merger costs 
Federal and state tax benefits 
Gains on sale and termination of leveraged lease agreements 
Other 
Net loss 

Interest expense decreased in 2007 reflecting lower average debt balances but increased in 2006 due to higher average debt 
balances and slightly higher rates. In 2007, interest iricome reflects earnings on temporary investments which had been 
accumulated to purchase Point Beach as well as net interest recorded on urirecognized tax benefits in accordance with FIN 48, 
"Accounting for Uncertainty in Income Taxes - an interpretation of FASB Statement No. 109." The decline in interest income 
in 2006 reflects the repayment of a loan by ;I third ps~rty in the fourth quarter of 2005. For discussion of FPL FiberNet's 
impairment charges, see Note 5 - Corporate artd Other. The 2006 merger (costs represent costs associated with the proposed 
merger between FPL Group and Constellatiori Energy, which was termhated in October 2006. The federal and state tax 
benefits are primarily due to FPL Energy's growth throughout the United States and other consolidating tax adjustments. The 
2005 gains on sale and termination of leveraged lease agreements ($10 million on a pretax basis) are included in gains on 
disposal of assets in FPL Group's consolidated statments of income. Other includes all other corporate income and 
expenses as well as other business activities. 

Corporate and Other's operating revenues increased in :2006 primarily due to the transfer, effective January 1,2006, of FPL's 
retail gas contracts to a subsidiary of FPL Group Capital. The increase in operating expenses in 2006 is primarily due to the 
$98 million pretax impairment charge at FPL FiberNet as well as the transfer of FPL's retail gas contracts. 
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Liquidity and Capital Resources 

FPL Group and its subsidiaries, including FPL, require funds to support and grow their businesses. These funds are used for 
working capital, capital expenditures and investments in or acquisitions of assets and businesses, to pay maturing debt 
obligations and, from time to time, to redeem outstanding debt and/or repurchase common stock. It is anticipated that these 
requirements will be satisfied through a combination of iritemally generated funds and the issuance, from time to time, of debt 
and equity securities, consistent with FPL Groulp's and FPL's objective of maintaining, on a long-term basis, a capital structure 
that will support a strong investment grade credit rating. Credit ratings arid significant volatility in the financial markets can 
affect FPL Group's, FPL's and FPL Group Capital's ability to obtain short- (and long-term financing, the cost of such financing 
and the execution of their respective financing strategies. 

Cash Flow - The changes in cash and cash equivalents ;are summarized as follows: 

FPL Group FPL 
Years Ended December 31, Years Ended December 31, 

2007 20106 2005 2007 2006 2005 ------- 
(millions) 

Net cash provided by operating activities $ 3,593 $ 2,498 $ 1,547 $ 2.163 $ 1.668 $ 1,238 
Net cash used in investing acthrities (4,578) (3,807) (2,165) (2,214) (1,933) (1,816) 

655 '1,399 923 50 213 569 Net cash provided by financing activities 
Net increase (decrease) in cash and cash equivalents, $ (330) $ 90 $ 305 $ (1) 5 8 $ e) 
FPL Group's cash and cash equivalents decreased for .the year ended December 31, 2007 reflecting capital investments by 
FPL and FPL Energy, the payment of common stock (dividends to FPL Group shareholders and an increase in customer 
receivables. These oufflows were partially offset by cask1 generated by net income, net issuances of both long- and short-term 
debt, the sale of independent power investments, the return of margin ca:jh collateral from counterparties and a distribution 
from Karaha Bodas Company, LLC (KBC). 

FPL Group's cash flows from operating activities for the year ended Decemlber 31,2007 reflect cash generated by net income, 
the receipt of distributions from equity method iiivestees, including a distribution from KBC as a result of a court judgment and 
the return of margin cash collateral from counterpartiiss, partially offset by an increase in customer receivables at FPL 
Energy. Fluctuations in recoveries under FPL's cost recovery clauses, which do not significantly affect net income, can have a 
significant effect on cash flow from operations and make year-to-year comparisons difficult. 

FPL Group's cash flows from investing activities for ihe year ended December 31, 2007 reflect capital investments of 
approximately $1.8 billion by FPL to expand and enhance Its electric system and generating facilities to ensure continued 
reliable service to meet the power needs of present and future customers amd independent power investments at FPL Energy 
of approximately $2.9 billion, including the purchase of Point Beach. See? Note 2. FPL Group's cash flows from investing 
activities also includes approximately $700 million of cash generated from the sale of differential membership interests (see 
Note 11 - Sale of Differential Membership Interests) and amounts related tcl the purchase and sale of restricted securities held 
in the special use funds, including the reinvatment of fund earnings and new contributions, as well as other investment 
activity. 

During the year ended December 31, 2007, FF'L Group generated proceecls from financing activities, net of related issuance 
costs, of approximately $3.3 billion, including the? following debt issuances: 

------- 

Principal 

(millions) 
Company Debt Issued Interest Rate@) Amount Maturity Date(s) 

FPL first mortgage bonds 5.55% and 5.85% $ 600 2017and 2037 

FPL Group Capital term loan facility variable 50 2009 
FPL Group Capital junior subordinated 6.65% - 7.45% 1,000 2067 

652 201 3 - 2021 "I FPL subsidiary storm-recovery bonds 5.0440% - 5.2555% 

debentures (Series C-E) 

secured notes 
FPL Energy subsidiaries limited-recourse senior 6.31 % - 7.26%, 700 201 5 - 2037 

FPL Energy subsidiaries term loan variable 250 2012 ' 

J 3.252 

(a) Although principal on the stomrecovery bonds is due on the final maturity date (the date by which the principal must be repaid to prevent a defautt) 
for each tranche, It is expected to be paid semiannually and sequontially beginning February 1, 2008, when the first semiannual interest payment 
became due. 
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During the year ended December 31, 2007, FPL Group paid out approxirnately $2.6 billion for financing activities, including 
$1.075 billion for maturing FPL Group Capital debentures, $250 million for the early repayment of an FPL revolving term loan 
facility, $541 million for debt maturities and priiicipal repayment of FPL Energy subsidiary debt, a net decrease in short-term 
debt of $80 million (net of a $212 million increase at FPL) and $654 million for the payment of dividends on FPL Group's 
common stock. In January 2008, FPL issued $600 niillion principal amount of 5.95% first mortgage bonds maturing in 
2038. Also, in January 2008, an indirect wholly-owned subsidiary of FPL Einergy entered into an interest rate swap agreement 
to pay a fixed rate of 3.2050% on $195 million of its variable rate limited recourse debt in order to limit cash flow exposure. 

FPL Group's cash flows for the year ended December 31,2006 benefited from net issuances of debt, the issuance of common 
stock and the recovery from customers of previously incurred fuel and storrn costs at FPL, which were offset by an increase in 
FPL's customer receivables and the return of margin cash collateial and payment of margin cash collateral to 
counterparties. The funds generated were used to pay for capital expenditures at FPL, additional investments at FPL Energy, 
common stock dividends, storm-related costs ai FPL and to cany an increase in fossil fuel inventory. 

FPL Group's cash flows for the year ended December :31, 2005 reflect tho benefit of net issuances of debt, the issuance of 
common, stock, the receipt of payment of a secured third party loan, the relceipt of margin cash collateral primarily from FPL's 
counterparties related to energy contracts and ihe recovery from customers; of a portion of the 2004 storm restoration costs at 
FPL. The funds generated were used to pay far common stock dividends, lcapital expenditures at FPL, additional investments 
at FPL Energy, FPL storm restoration costs aiid to fun13 underrecovered fuel costs at FPL caused primarily by higher than 
anticipated fuel prices. 

The following provides various metrics regarding FPL Group's (including FPIL's) and FPL's outstanding debt: 

FPL Group FPL - 
1x31. 

Weighted-average annual interest rate I.) 
Weighted-average life (years) 
Annual average of floating rate debt to total debt I.) 

6.2% 6.1 % 5.4% 5.4% 

20 % 31 % 25 % 33 % 
17.4 13.1 16.2 17.9 

(a) Calculations include interest rate swaps. 

Contractual Obligations and Planned Capital Expenditures - FPL Group's and FPL's commitments at December 31,2007 were 
as follows: 

Long-term debt, including interest: 1.1 

FPL 
FPL Energy 
Corporate and Other 

FPL Ib) 
FPL Energy 

FPL I.) 
FPL Energy (0 

FPL Energy 

Purchase obligations: 

Asset retirement activities: I d )  

Other Commitments: 

Total 

2008 2009 2010 2011 2012 Thereafter -- - -- - - 
(millions) 

4; 521 $ 521 $ 2191 $ 292 $ 293 $ 8,773 
870 43 1 414 392 417 2,768 
736 1,021 168 768 134 8,898 

6,395 5,095 3,480 3,145 2,945 5,565 
1,572 107 94 57 57 730 

- 11,610 
1 2 7,168 

351 ------- - 
4; 10,095 $ 7,175 $ 4,447 $ 4,654 $ 3,848 $45,863 ------ 

Total 

$ 10,691 
5,292 

1 1,725 

26,625 
2,617 

11.610 
7,171 

351 
$ 76082 A 

(a) includes principal. interest and interest rate swaps. Variable rate intorest was computed using December 31, 2007 rates. 
tbl Represents required capacity and minimum payments under iong-titrm purchased power aind fuel contracts, the majority of which are recoverable through 

various cost recovery clauses (see Note 16 - Contracts), end projected capkai expenditures through 2012 to meet, among other things. increased electricity 
usage and customer growth, capkai improvements to iand maintenance of existing faciiitilss and estimated capital costs associated wkh Storm Secure. 
Estimated capital costs associated wkh Storm Secure em subjeci to change over time tiased on, among other things, productivity enhancements and 
prioritlzation. See Note 16 - Commitments. 
Represents firm commitments primarily in connection wkh the purchase of wind turbines an'd towers, natural gas transportation, purchase and storage, flrm 
transmission service, nuclear fuel and e portion of its proiected capkri expenditures. See Note 16 -Commitments and Contracts. 

td) Represents expected cash payments adlusted for inflation for estimated costs to perform asset retirement activities. 
(*I At December 31,2007. FPL hed approximately $2,371 million in res:ricted trust funds for the payment of future expenditures to decommission FPL's nuclear 

units, which are included in FPL Group's and FPL's special use fund% 
(0 At December 31, 2007, FPL Energy's 88.23% portion 01  Seabrook's and 70% portion of Duane Arnold's and its Point Beach's restricted trust funds for the 

payment of future expenditures to decommission its nuclear units totaled approximately $982 million and are included in FPL Group's special use funds. 
IQ) Represents estimated cash distributions related to certain memberstlip interests. See Note 11 - Sale of Differential Membership interests. 
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In February 2008, a wholly-owned subsidiary of FPL Group Capital committed to lend to a third party up to $500 million under a 
construction and term loan. The loan provides for a single $500 million dmw, which is expected to occur in late 2009. The 
loan will initially bear interest at a variable rate and will be converted to al 20-year, fixed rate term loan upon completion of 
construction. 

Guarantees and Letters of Credit - FPL Group and FPL obtain letters of ciredit and issue guarantees to facilitate commercial 
transactions with third parties and financings. At December 31. 2007, FPL Group had standby letters of credit of approximately 
$733 million ($63 million for FPL) and approximately $7,947 million notional amount of guarantees ($648 million for FPL), of 
which approximately $5,511 million ($63 million for FPL) have expirations within the next five years. An aggregate of 
approximately $404 million of the standby letters of credit at December 31, 2007 were issued under FPL's and FPL Group 
Capital's credit facilities. See Available Liquidity below. 'These letters of credit and guarantees support the buying and selling 
of wholesale energy commodities, debt-related reserves, nuclear activities, the commercial paper program of FPYs 
consolidated VIE from which it leases nuclear fuel and other contractual agrieements. Each of FPL Group and FPL believe it is 
unlikely that it would incur any liabilities associated with these letters of crledit and guarantees. At December 31, 2007, FPL 
Group and FPL did not have any liabilities reoorded for these letters of credit and guarantees. In addition, FPL Group has 
guaranteed certain payment obligations of FF'L Group Capital, including most of its debt and all of its debentures and 
commercial paper issuances, as well as most of its payment guarantees, and FPL Group Capital has guaranteed certain debt 
and other obligations of FPL Energy and its subsidiaries. See Note 16 - Commitments. 

Certain subsidiaries of FPL Energy have calntracts that require certain projects to meet annual minimum generation 
amounts. Failure to meet the annual minimum {generation amounts would rlesult in the FPL Energy subsidiary becoming liable 
for liquidated damages. Based on past perforrnance of these and similar projects and current forward prices, management 
believes that the exposure associated with thew liquidated damages provisions is not material. 

Available Liquidity - At December 31, 2007, FF'L Group's total available net liquidity was approximately $6.6 billion, of which 
FPL's was approximately $2.8 billion. The components of each company's net available liquidity at December 31, 2007 were 
as follows: 

FPL Maturity Date 
FPL Group 

Group Consoli- FPL Group 
FPL Capital dated FPL Capital -- - - 

(milllons) 

Bank revolving lines of credit (*I 
Less letters of credit 

Revolving term loan facility 
Less borrowings 

Cash and cash equivalents 

Net available liquidity 

$ 2,500 $ 4,000 $ 6,500 2012 
46 358 404 

2,454 3,642 6,096 
-- - - 

250 250 201 1 

250 250 

63 227 290 -- I I 
-- - - 
-- - - 
5 2767 $ 3869 $ 6636 

2012 

( I )  Provide for  the issuance of letters of credlt up to $6.5 blilbn and ere available to suppc~rt the companies' commercial paper programs and to provide 
additbnai liquidity in the event of a loss lo the companies' or their subsldiaries' operating facilities (Including, in the case of FPL, a transmission and 
distribution property loss), as well as f o r  general corporate purposes. 

FPL Group (which guarantees the payment of FIPL Group Capital's credit facilities pursuant to a 1998 guarantee agreement) is 
required to maintain a minimum ratio of funded debt to total capitalization under the terms of FPL Group Capital's credit 
facility. FPL is required to maintain a minimum ratio of funded debt to total capitalization under the terms of FPL's credit facility 
and revolving term loan facility. At December 31, 2007, each of FPL Group and FPL was in compliance with its respective 
ratio. 

In addition to the amounts in the table above, FPL Group Capital and FPL have each established an uncommitted credit facility 
with a bank to be used for general corporate purposes. The bank may, at its discretion upon the request of FPL Group Capital 
or FPL, make a short-term loan or loans to FPL Group C'apital or FPL in an aggregate amount determined by the bank, which 
is subject to change at any time. The terms of the specific borrowings under the uncommitted credit facilities, including 
maturity, are set at the time borrowing requests are made by FPL Group Capital or FPL. At December 31,2007, there were no 
amounts outstanding for either FPL Group Capital or FPL under the uncommitted credit facilities. 

In addition, at December 31, 2007, FPL had restricted lunds set aside (included in special use funds on FPL Group's and 
FPL's consolidated balance sheets) that provide FPL the capacity to absorb up to approximately $213 million in future 
prudently incurred storm restoration costs without seekinla recovery through a rate adjustment from the FPSC. See Note 1 - 
Securitization. Also, an indirect wholly-owned subsidiary of FPL Energy has established a $100 million letter of credit facility 
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which expires in 2017 and serves as security for certain obligations under commodity hedge agreements entered into by the 
subsidiary. 

Shelf Registration - In September 2006, FPI. Group, FPL Group Capital, FPL and certain affiliated trusts filed a shelf 
registration statement with the SEC for an unspecified amount of securities. The amount of securities issuable by the 
companies is established from time to time by their respective board of directors. As of February 27, 2008, securities that may 
be issued under the registration statement, as subsequeitly amended, which became effective upon filing, include, depending 
on the registrant, senior debt securities, subordinated debt securities, first mortgage bonds, preferred trust securities, common 
stock, stock purchase contracts, stock purchase units, preferred stock and guarantees related to certain of those 
securities. As of February 27, 2008, FPL Group and FPL Group Capital had $2.5 billion (issuable by either or both of them up 
to such aggregate amount) of board-authorized avaiiab e capacity, and FPL had $900 million of board-authorized available 
capacity. 

Covenants - 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, among other things, dividends paid to it by 
its subsidiaries. During the first quarter of 2007, FPL Group increased Its quarterly dividend on its common stock from $0.375 
to $0.41 per share. In February 2008, FPL Grolup announced that it would increase its quarterly dividend on its common stock 
from $0.41 to $0.445 per share. FPL pays dividends to FPL Group in a manner consistent with FPL's long-term targeted 
capital structure. The mortgage securing FPL's first mortgage bonds contains provisions which, under certain conditions, 
restrict the payment of dividends to FPL Group and the issuance of additional first mortgage bonds. In light of FPL's current 
financial condition and level of earnings, management does not expect that planned financing activities or dividends would be 
affected by these limitations. 

Under the mortgage, in some cases, the amount of retained earnings that FPL can use to pay cash dividends on its common 
stock is restricted. The restricted amount may change biased on factors set out in the mortgage. Other than this restriction on 
the payment of common stock dividends, the mortgage does not restrict FF'L's use of retained earnings. As of December 31, 
2007, no retained earnings were restricted by these provisions of the mortgalge. 

FPL may issue first mortgage bonds under its mortgage! subject to its meeting an adjusted net earnings test set forth in the 
mortgage, which generally requires adjusted net earnings to be at least twice the annual interest requirements on, or at least 
10% of the aggregate principal amount of, FPL.'s first mortgage bonds inclluding those to be issued and any other non-junior 
FPL indebtedness. As of December 31, 2007, after giving effect to the January 2008 issuance of $600 million of 5.95% first 
mortgage bonds maturing in 2038, coverage for the 12 months ended December 31,2007 would have been approximately 5.5 
times the annual interest requirements and approximately 3.2 times the aggregate principal requirements. New first mortgage 
bonds are also limited to an amount equal to the sum of 60% of unfunded property additions after adjustments to offset 
property retirements, the amount of retired first inortgage bonds or qualified lien bonds and the amount of cash on deposit with 
the mortgage trustee. As of December 31, 2007, after giving effect to the January 2008 issuance of $600 million of 5.95% first 
mortgage bonds maturing in 2038, FPL could have issued in excess of $5.5 billion of additional first mortgage bonds based on 
the unfunded property additions and in excess of $5.5 billion based on retired first mortgage bonds. As of December 31, 2007, 
no cash was deposited with the mortgage trustee for these purposes. 

In September 2006, FPL Group and FPL Group Capital executed a Replacement Capital Covenant (September 2006 RCC) in 
connection with FPL Group Capital's offering of $350 inillion principal amount of Series A Enhanced Junior Subordinated 
Debentures due 2066 and $350 million principlal amourit of Series B Enhanced Junior Subordinated Debentures due 2066 
(collectively, Series A and Series B junior subordinated debentures). The !September 2006 RCC is for the benefit of persons 
that buy, hold or sell a specified series of long-term indebtedness (covered clebt) of FPL Group Capital (other than the Series A 
and Series B junior subordinated debentures) or, in certain cases, of FPL Group. FPL Group Capital Trust 1's 5 718% 
Preferred Trust Securities have been initially designated as the covered debt under the September 2006 RCC. The 
September 2006 RCC provides that FPL Group Capital may redeem, and FPL Group or FPL Group Capital may purchase, any 
Series A and Series B junior subordinated debentures 011 or before October 1, 2036, only to the extent that the redemption or 
purchase price does not exceed a specified amount of proceeds from the sale of qualifying securities, subject to certain 
limitations described in the September 2006 RCC. Qualifying securities are securities that have equity-like characteristics that 
are the same as, or more equity-like than, the Series A and Series B junior subordinated debentures at the time of redemption 
or purchase, which are sold within 180 days prior to the date of the redemption or repurchase of the Series A and Series B 
junior subordinated debentures. 

In June 2007, FPL Group and FPL Group Capital executed a Replacement Capital Covenant (June 2007 RCC) in connection 
with FPL Group Capital's offering of $400 million principal amount of its Series C Junior Subordinated Debentures due 2067 
(Series C junior subordinated debentures). The June 2007 RCC is for the benefit of persons that buy, hold or sell a specified 
series of covered debt of FPL Group Capital (other than the Series C junior subordinated debentures) or, in certain cases, of 
FPL Group. FPL Group Capital Trust 1's 5 718%) Preferred Trust Securities have been initially designated as the covered debt 
under the June 2007 RCC. The June 2007 RCC provides that FPL Group Capital may redeem or purchase, or satisfy, 
discharge or defease (collectively, defease), arld FPL Gimp and any majority-owned subsidiary of FPL Group or FPL Group 
Capital may purchase, any Series C junior sutordinatecl debentures on or before June 15, 2037, only to the extent that the 
principal amount defeased or the applicable redemption or purchase price does not exceed a specified amount raised from the 
issuance, during the 180 days prior to the date of that redemption, purchase or defeasance, of qualifying securities that have 

' 
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equity-like characteristics that are the same as,, or more equity-like than, the applicable characteristics of the Series C junior 
subordinated debentures at the time of redemption, purchase or defeasance, subject to certain limitations described in the 
June 2007 RCC. 

In September 2007, FPL Group and FPL Group Capital executed a Replacement Capital Covenant (September 2007 RCC) in 
connection with FPL Group Capital's offering of $250 million principal amount of its Series D Junior Subordinated Debentures 
due 2067 and $350 million principal amount of Series E Junior Subordinated Debentures due 2067 (collectively, Series D and 
Series E junior subordinated debentures). The September 2007 RCC is for the benefit of persons that buy, hold or sell a 
specified series of covered debt of FPL Group Capital (other than the Series D and Series E junior subordinated debentures) 
or, in certain cases, of FPL Group. FPL Group Capital Trust 1's 5 718% Preferred Trust Securities have been initially designated 
as the covered debt under the September 2007 RCC The September 2007 RCC provides that FPL Group Capital may 
redeem, purchase, or defease, and FPL Group and any majority-owned subsidiary of FPL Group or FPL Group Capital may 
purchase, any Series D and Series E junior subordinated debentures on or before September 1, 2037, only to the extent that 
the principal amount defeased or the applicable redemption or purchase price does not exceed a specified amount raised from 
the issuance, during the 180 days prior to the date of that redemption, purchase or defeasance, of qualifying securities that 
have equity-like characteristics that are the saime as, or more equity-like than, the applicable characteristics of the Series D 
and Series E junior subordinated debentures at the time of redemption, puirchase or defeasance, subject to certain limitations 
described in the September 2007 RCC. 

Credit Ratings - Securities of FPL Group and ils subsidiaries are currently irated by Moody's Investors Service, Inc. (Moody's), 
Standard & Poor's Ratings Services (S&P) arid Fitch Ratings (Fitch). At February 27, 2008, Moody's, S&P and Fitch had 
assigned the following credit ratings to FPL Group, FPL and FPL Group Capital: 

FPL Group: 1') 

FPL: 
Corporate credit rating 

Corporate credit rating 
First mortgage bonds 
Pollution control, solid waste disposal and 

industrial development revenue bonds 
Commercial paper 

Corporate credit rating 
Debentures 
Junior subordinated debentures 
Commercial paper 

' FPL Group Capital: 

Moody's 1.) 

A2 

A I  
Aa3 

Aa3NMIG-1 
P- 1 

N/A 
A2 
A3 
P- 1 

S&P (" 

A 

A 
A 

A 
A- I 

A 
A- 

BBB+ 
A- 1 

Ftch 1.) 

A 

- 

A 
AA- 

A+ 
F- 1 

A 
A 
A- 
F- 1 

A secunty rating is not a recommendation to buy, sell or hdd securitlec; and should be evaluated independently of any other rating. The rating is subject to mvislon 
or wtthdrawal at any time by the assbnlng rating organlzation. 

Ib) Ttm outlook indicated by each of Moody's, SBP and Fitch IS stable. 

FPL Group and its subsidiaries, including FPL, have no credit rating dowingrade triggers that would accelerate the maturity 
dates of debt outstanding. A change in ratings is not an event of default under applicable debt instruments, and while there 
are conditions to drawing on the credit facilities maintained by FPL Groulp Capital and FPL, the maintenance of a specific 
minimum level of credit rating is not a condition to drawing upon those credit facilities. However, commitment fees and interest 
rates on loans under the credit facilities agreements are tied to credit ratings and increase or decrease when ratings 
change. A ratings downgrade also could reduce the accessibility and incrlease the cost of commercial paper issuances and 
additional or replacement credit facilities, and could result in the requirement that FPL Group subsidiaries, including FPL, post 
collateral under certain power purchase and other agreements. FPL Group subsidiaries, including FPL, may be required to 
post collateral in excess of collateral threshold amounts when FPL Group's exposure to the counterparty under the applicable 
trading agreement exceeds such threshold. 

Other - In June 2005, a wholly-owned subsidiary of FPL Group completed the acquisition of Gexa Corp., a retail electric 
provider in Texas. Each share of Gexa Corp.'s outstanding common stock \,vas converted into 0.1682 of a share of FPL Group 
common stock. Assuming the exercise of Gexa Corp.'s options and warrants net of cash to be received upon exercise, the 
aggregate value of the consideration for the acquisition of Gexa Corp. was approximately $73 million, payable in shares of FPL 
Group common stock. 

New Accounting Rules and Interpretatiam 

Fair Value Measurements - In September 2006, the FPSB issued FAS 157, "Fair Value Measurements." See Note 1 - Fair 
Value Measurements. 
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Accounting for Pensions and Other Postretirement Plans - In September 2006, the FASB issued FAS 158. "Employers' 
Accounting for Defined Benefit Pension and Other Postrcttirement Plans." See Note 3. 

The Fair Value Option for Financial Assets and Financial Liabilities - In February 2007, the FASB issued FAS 159, "The Fair 
Value Option tor Financial Assets and Flnanciial Liabiltlles." see Note 1 - The Fair Value Option tor Financial Assets and 
Financial Liabilities. 

Accounting for Business combinations - In Dlecember 2007, the FASB issued FAS 141(R), "Business Combinations." This 
statement retains the fundamental requirements in FAS 141 that the acquisitilon method of accounting (which FAS 141 called the 
purchase method) be used for all business combinations iand for an acquirer to be identified for each business combination. This 
statement also establishes principles and requirements for how the acquirer (i] recognizes and measures in its financial statements 
the identifiable assets acquired, the liabilities assumed, and any noncontmlling interest in the acquiree; (ii) recognizes and 
measures the goodwill acquired in the business combination or a gain from ii bargain purchase and (iii) discloses the nature and 
financial effects of the business combination; and requires restructuring and acquisition-related costs to be expensed. FPL Group 
and FPL will be required to adopt FAS 141(R) for business combinations for which the acquisition date is on or after January 1, 
2009. 

Accounting for Noncontrolling lnterests - In Decetmber 2007, the FASB issued FAS 160, "Noncontrolling Interests in Consolidated 
Financial Statements, an amendment of ARB No. 51," io establish accounting and reporting standards for the noncontrolling 
(minority) interest in a subsidiary and for the deconsolidation of a Subsidiary. The standard clarifies that a noncontrolling interest in 
a subsidiary is an ownership interest in the consolidated entity that should be reported as equity in the consolidated financial 
statements and establishes a single method of accountingi for changes in a parent's ownership interest in a subsidiary that do not 
result in deconsolidation. FPL Group and FPL. will be required to adopt FAS 160 on January 1, 2009. FAS 160 requires 
retroactive adoption of the presentation and di:;closure requirements for existing minority interests. All other requirements of 
FAS 160 will be applied prospectively. 

Critical Accounting Policies and Estimates 

FPL Group's and FPL's significant accounting policies are described in Note 1 to the consolidated financial statements, which 
were prepared in accordance with accounting principles generally accepted in the United States. Critical accounting polices 
are those that FPL Group and FPL believe are both most important to the portrayal of their financial condition and results of 
operations, and require complex, subjective judgments, often as a result of the need to make estimates and assumptions 
about the effect of matters that are inherently uncertain. Judgments and uncertainties affecting the application of those 
policies may result in materially different amounts being reported under different conditions or using different assumptions. 

FPL Group and FPL consider the following policies to be the most critical in understanding the judgments that are involved in 
preparing their consolidated financial statements: 

Accounting for Derivatives and Hedging Activitres - FPL Group and FPL use derivative instruments (primarily swaps, options 
and forwards) to manage the commodity price risk inherent in the purchase! and sale of fuel and electricity, as well as interest 
rate risk associated with long-term debt. In addition, FPL Group, through FPL Energy, uses derivatives to optimize the value of 
power generation assets. FPL Energy provides full energy and capacity requirements services primarily to distribution utilities, 
which include load-following services and varioiis ancillary services, in certain markets and engages in energy trading activities 
to take advantage of expected future favorable price movements. Accounting pronouncements, which require the use of fair 
value accounting if certain conditions are met, iapply not only to traditional financial derivative instruments, but to any contract 
having the accounting characteristics of a derivative. 

Derivative instruments, when required to be marked to market under FA!: 133, as amended, are recorded on the balance 
sheet at fair value. Fair values for some of the longer-term contracts where liquid markets are not available are based on 
internally developed models based on the forward prices for electricity and fuel. Forward prices represent the price at which a 
buyer or seller could contract today to purchase or sell a commodity at a future date. In general, the models estimate the fair 
value of a contract by calculating the present value of the difference between the contract price and the forward prices. The 
near term forward market for electricity is generally liquid and therefore the prices in the early years of the forward curves 
reflect observable market quotes. However, in ihe later years, the market is much less liquid and forward price curves must be 
developed using factors including the forward prices foy the commodities used as fuel to generate electricity, the expected 
system heat rate (which measures the efficiency of pawer plants in converting fuel to electricity) in the region where the 
purchase or sale takes place, and a fundamental forecast of expected spot prices based on modeled supply and demand in 
the region. The assumptions in these models are critical since any change:; therein could have a significant impact on the fair 
value of the contract. Substantially all changes in the fair value of derivatives held by FPL are deferred as a regulatory asset 
or liability until the contracts are settled. Upori settlemcint, any gains or Ii~sses will be passed through the fuel or capacity 
clauses. In FPL Group's non-rate regulated operations, predominantly FIPL Energy, changes in derivative fair values are 
recognized in current earnings, unless the criteria for hedge accounting are met and the company elects to account for the 
derivative as a hedge. For those transactions accounted for as cash flow hedges, much of the effects of changes in fair value 
are reflected in other comprehensive income! (OCI), a component of common shareholders' equity, rather than being 

. 
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recognized in current earnings. For those transactions accounted for as fair value hedges, the effects of changes in fair value 
are reflected in current earnings offset by changes in the .fair value of the item being hedged. 

Since FAS 133 became effective in 2001, the FASB hzis discussed and from time to time issued implementation guidance 
related to FAS 133. In particular, much of the in'terpretive guidance affects when certain contracts for the purchase and sale of 
power and certain fuel supply contracts can be excluijed from the provsions of FAS 133. Despite .the large volume of 
implementation guidance, FAS 133 and the supiplemental guidance do not provide specific guidance on all contract issues. As 
a result. significant judgment must be used In applying FAS 133 and its interpretations. A result of changes in interpretation 
could be that contracts that currently are excludled from the provisions of FAS 133 would have to be recorded on the balance 
sheet at fair value, with changes in fair value recorded in ,the statement of income. 

Certain economic hedging transactions at FPL Energy do not nneet the requirements for hedge accounting 
treatment. Changes in the fair value of those ,transactions are marked to market and reported in the statement of income, 
often resulting in earnings volatility. These changes in fair value are captured in the non-qualifying hedge category in 
computing adjusted earnings. This could be significant to FPL Energy's results because often the economic offset to the 
positions which are required to be marked to market (such as the physical assets from which power is generated) are not 
marked to market. As a consequence, net income reflects only the movement in one part of economically linked 
transactions. Because of this, FPL Group's management views results expressed excluding the unrealized mark-to-market 
impact of the non-qualifying hedges as a meaningful measure of current period performance. For additional information 
regarding derivative instruments, see Note 4 and also see Management's Discussion - Energy Marketing and Trading and 
Market Risk Sensitivity. 

Accounting for Pensions and Other Postretirement 6enelVts - FPL Group sponsors a qualified noncontributory defined benefit 
pension plan for substantially all employees of FPL Grou;~ and its subsidiaries. FPL Group also has a supplemental executive 
retirement plan which includes a non-qualified supplem13ntal defined benefit pension component that provides benefits to a 
select group of management and highly compensated 'employees. In addition to pension benefits, FPL Group sponsors a 
contributory postretirement plan for health care and life insurance benefits (:other benefits plan) for retirees of FPL Group and 
its subsidiaries meeting certain eligibility requirements. The qualified pension plan has a fully funded trust dedicated to 
providing the benefits under the plan. The other benefits plan has a partially funded trust dedicated to providing benefits 
related to life insurance. FPL Group allocates net perbdic benefit income or cost associated with the pension and other 
benefits plans to its subsidiaries annually using !specific ciiteria. 

FPL Group adopted the recognition and disclosure provisions of FAS 158 effective December 31, 2006. The measurement 
date provisions of FAS 158 require that FPL Group measure plan assets and liabilities as of its year end no later than 
December 31, 2008 with any resulting adjustments to plan assets, benefit obligations, and accumulated other comprehensive 
income recorded to retained earnings. Since FPL Group is the plan sponsor, and its subsidiaries do not have separate rights 
to the plan assets or direct obligations to their employees, the results of implementing all provisions of FAS 158 are reflected at 
FPL Group and not allocated to the subsidiaries. The portion of previousily unrecognized actuarial gains and losses, prior 
service costs or credits and transition assets or obligatioris related to the recognition provision of FAS 158 that were estimated 
to be allocable to FPL as net periodic benefit (iiicorne) 0x4 in future periods and that otherwise would have been recorded in 
accumulated other comprehensive income were classified as regulatory assets and liabilities at FPL Group in accordance with 
regulatory treatment. In addition, adjustments to accumulated other comprehensive income as a result of implementing the 
measurement date provisions of FAS 158 that ,are estimated to be allocable to FPL will be recorded as an adjustment to the 
previously established regulatory assets and liabilities. 

FPL Group currently uses a measurement date of September 30 for its pension and other benefits plans. In lieu of 
remeasuring plan assets and obligations as of January 1, 2008, FPL Group has elected to calculate the net periodic benefit 
(income) cost for the fifteen-month period from SeptemlJer 30, 2007 to December 31, 2008 using the September 30, 2007 
measurement date. Upon adoption of the measurement date provisions, FPL Group will record an adjustment to increase 
2008 beginning retained earnings by approximately $1 3 million representing three-fiffeenths of net periodic benefit (income) 
cost for the fifteen-month period from Septemlber 30. 2007 to December 31, 2008. Included in the adjustment to retained 
earnings is approximately $1 million related to the reduction in accumulateid other comprehensive income and approximately 
$3 million related to the reduction in net regulatclry liabilities. 
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FPL Group's income from its pension plan, net d the cost of the other benefits plan, was approximately $69 million, $65 million 
and $52 million for the years ended December 31, 2007,2006 and 2005, respectively. The corresponding amounts allocated 
to FPL were $51 million, $52 million and $39 rriillion. respectively. Pension income and the cost of the other benefits plan are 
included in O&M expenses, and are calculated using a number of actuarial assumptions. Those assumptions include an 
expected long-term rate of return on qualified plan assets of 7.75% for all years for the pension plan and 8.00%, 7.75% and 
7.75% for the other benefits plan for the years ended December 31, 2007, :!OM, and 2005, respectively, assumed increases in 
future compensation levels of 4% for all years, and wtzighted-average discount rates of 5.85%, 5.50% and 5.50% for the 
pension plan and 5.90%, 5.50% and 5.50% far the other benefits plan for the years ended December 31, 2007, 2006 and 
2005, respectively. Based on current health care costs (as related to other benefits), the projected 2008 trend assumption 
used to measure the expected cost of health care benefits covered by the plans for all age groups are 7.5% for medical 
benefits and 9.5% for prescription drug benefits. Thes8e rates are assurned to decrease over the next nine years to the 
ultimate trend rate of 5.5% and remain at that level thereafter. The ultimaie trend rate is assumed to be reached in 2012 for 
medical costs and 2016 for prescription drug costs. In developing these assumptions, FPL Group evaluated input from its 
actuaries, as well as information available in the marketplace. For the expected long-term rate of return on fund assets, FPL 
Group considered IO-year and 20-year historical medialn returns for a portfolio with an equity/bond asset mix similar to its 
funds. FPL Group also considered its funds' historical compounded returns. FPL Group believes that 7.75% and 8.00% are 
reasonable long-term rates of return on its pension plan and other benefits plan assets, respectively. FPL Group will continue 
to evaluate all of its actuarial assumptions, including its expected rate of return, at least annually, and will adjust them as 
necessary. 

FPL Group bases its determination of pension and other benefits plan expense or income on a market-related valuation of 
assets, which reduces year-to-year volatility. This market-related valuation recognizes investment gains or losses over a five- 
year period from the year in which they occur lnvestrnent gains or losses for this purpose are the difference between the 
expected retum calculated using the market-related value of assets and the actual return realized on those assets. Since the 
market-related value of assets recognizes gains or losses over a five-year period. the future value of assets will be affected as 
previously deferred gains or losses are recognized. Such gains and lossles together with other differences between actual 
results and the estimates used in the actuarial valuations are deferred and recognized in determining pension and other 
benefits plan expense and income only when they exceed 10% of the greater of projected benefit obligations or the market- 
related value of assets. 

The following table illustrates the effect on cost of changing the critical actuarial assumptions dlscussed above, while holding all 
other assumptions constant: 

Expected long-term rate of return 
Discount rate 
Salary increase 
Health care cost trend rate ('I 

Increase in 2007 - Net Periodic Cost 
Change in - Assumption FPL. Group FPL 

(0.5)% $ 16 $ 13 
(OS)% $ 5  $ 4  
11.5% $ 7  $ 5  
,1 .O% $ -  $ -  

(millions) 

('1 Assumed healthcare COS trend rates can have a slgniRcarlt effect on the amounts reported for postretirement plans providing health can Benefits. However. this 
emct is somewhat mitigated by the retiree mst sharing stnicture inmqorated in FPL Group's other beneb pian. 

The fair value of plan assets has increased frorn $3.2 billion at September 30, 2006 to $3.6 billion at September 30, 2007 for 
the pension plan and increased from $48 millicln at September 30, 2006 to $49 million at September 30, 2007 for the other 
benefits plan. Management believes that, base3 on the actuarial assumpticlns and the well funded status of the pension plan, 
FPL Group will not be required to make any cash contributions to the qualified pension plan in the near future. In December 
2007, $28 million was transferred from the qualified pens ion plan as relmbiirsement for eligible retiree medical expenses paid 
by FPL Group during the year pursuant to t te  provisions of the Internal Revenue Code. FPL Group anticipates paying 
approximately $30 million for eligible retiree medical expenses on behalf of the other benefits plan during 2008 with 
substantially all of that amount being reimbursed through a transfer of assets from the qualified pension plan. See Note 3. 

Carrying Value of Long-Lived Assets - FPL Gro JP evaluates on an ongoing basis the recoverability of its assets for impairment 
whenever events or changes in circumstances indicate that the carrying amount may not be recoverable as described in 
FAS 144, "Accounting for the Impairment or Disposal of Long-Lived Assets." 

Under that standard, an impairment loss is -equired to be recognized if the canying value of the asset exceeds the 
undiscounted future net cash flows associated with that asset. The impaimient loss to be recognized is the amount by which 
the carrying value of the long-lived asset exceeds the asset's fair value. In most instances, the fair value is determined by 
discounting estimated future cash flows using ari appropriate interest rate. 

42 



The amount of future net cash flows, the timirng of the cash flows and the determination of an appropriate interest rate all 
involve estimates and judgments about future events. In particular, the aglgregate amount of cash flows determines whether 
an impairment exists, and the timing of the cash flows is critical in determining fair value. Because each assessment is based 
on the facts and circumstances associated with each long-lived asset, the effects of changes in assumptions cannot be 
generalized. 

In 2006, FPL FiberNet performed an impainerit analysis and concluded that an impairment charge related to its metro market 
assets was necessary. The critical assumptions; and estimates used in the ;analysis include revenue additions, projected capital 
expenditures and a discount rate. A 10% increase in the revenue growth rate or a 10% decrease in projected capital 
expenditures would have resulted in no impairment, while a 10% decrease in the revenue growth rate or a 10% increase in 
projected capital expenditures would increase the impairment charge by less than $5 million. An increase or decrease of 1 % in 
the discount rate would have a corresponding change to the impairment charge of approximately $3 million. See Note 5 - 
Corporate and Other. 

Nuclear Decommissioning and Fossil Dismantlement - FPL Group and FPL each account for asset retirement obligations and 
conditional asset retirement obligations under FAS 143, "Accounting for Asset Retirement Obligations" and FIN 47, 
"Accounting for Conditional Asset Retirement Obligations." FAS 143 and FIN 47 require that a liability for the fair value of an 
asset retirement obligation (ARO) be recognized In the period in which it is incurred with the offsetting associated asset 
retirement costs capitalized as part of the carrying amount of the long-lived assets. See Note 1 - Decommissioning of Nuclear 
Plants, Dismantlement of Plants and Other Accrued Asset Removal Costs alnd Note 15. 

For ratemaking purposes, FPL accrues and funds for nuclear plant decommissioning costs over the expected service life of 
each unit based on studies that are filed with the FPSC at least every five years. The most recent studies, filed in 2005, 
indicate that FPL's portion of the future cost of decommissioning its four nuclear units, including spent fuel storage, is $10.9 
billion, or $2.2 billion In 2007 dollars. The studies refled, among other things, the 20-year license extensions of FPL's nuclear 
units and support the suspension, effective September 2005, of the $79 million annual decommissioning accrual. At 
December 31, 2007, $2,658 million was accrued for niiclear decommissicining, of which $1,624 million was recorded as an 
ARO, $54 million was recorded as a capitalized net asset related to the ARO, $887 million was recorded as a regulatory 
liability and $201 million was included in accirued asset removal costs (a regulatory liability) on the consolidated balance 
sheets. 

FPL accrues the cost of dismantling its fossil plants over the expected senrice life of each unit based on studies filed with the 
FPSC. Unlike nuclear decommissioning, fossil dismantlement costs are not funded. The most recent studies, which became 
effective January 1, 2007, indicated that FPL's portion of the ultimate cost to dismantle its fossil units is $707 million. The 
majority of the dismantlement costs are not considered AROs. At December 31, 2007, $335 million was accrued for fossil 
dismantlement costs, of which $24 million was irecorded as an ARO, $8 million was recorded as a capitalized net asset related 
to the ARO, $34 mlllion was recorded as a regulatory liability and $285 million was included In accrued asset removal costs (a 
regulatory liability) on the consolidated balance sheets. 

FPL Energy records a liability for the present value of iis expected decommissioning costs in accordance with FAS 143 and 
FIN 47 which Is determined using various internal and external data. FPL Energy's portion of the ultimate cost of 
decommissioning its nuclear plants, including costs associated with spent fuel storage, is approximately $6.6 billion, or $1.4 
billion expressed in 2007 dollars. The liability is being accreted using the interest method through the date decommissioning 
activities are expected to be complete. At December 31, 2007, the ARO for nuclear decommissioning of FPL Energy's nuclear 
plants totaled approximately $456 million. 

The calculation of the future cost of retiring Icing-lived assets, including nuclear decommissioning and fossil dismantlement 
costs, involves estimating the amount and timing of futurls expenditures and making judgments concerning whether or not such 
costs are considered a legal obligation under FAS 143 ;and FIN 47. Estimating the amount and timing of future expenditures 
includes, among other things, making projecticlns of when assets will be retired and how costs will escalate with inflation. In 
addition, FPL Group and FPL also make interest rate and rate of returin projections on their investments in determining 
recommended funding requirements for nuclear decommissioning costs. Periodically, FPL Group and FPL will be required to 
update these estimates and projections which can affed. the annual expense amounts recognized, the liabilities recorded and 
the annual funding requirements for nuclear decommissioning costs. For example, an increase of 0.25% in the assumed 
escalation rates would increase FPL Group's and FPL's ARO as of Decetmber 31. 2007 by $212 million and $166 million, 
respectively. 

' 

Regulatory Accounting - FPL follows the accounting practices set forth in 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 non- 
rate regulated entities. Regulatory assets and liabilities represent probable future revenues that will be recovered from or 
rebnded to customers through the ratemaking process. If FPL were no longer subject to cost-based rate regulation, the 
existing regulatory assets and liabilities would be writtctn off unless regulators specify an alternative means of recovery or 
refund. In addition, the FPSC has the authority to disallow recovery of costs that it considers excessive or imprudently 
incurred. Such costs may include, among others, fuel and O&M expenses, the cost of replacing power lost when fossil and 
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nuclear units are unavailable, storm restoration costs and costs associated with the construction or acquisition of new 
facilities. The continued applicability of FAS 71 is assessed at each reporting period. 

FPL Group's and FPL's regulatory assets and liabilities are as follows: 

Regulatory assets: 
Current: 

Deferred clause and franchise expenses 
Securitized storm-recovery costdstorm reserve deficiency 
Derivatives 
Other 

Noncurrent: 
Securitized storm-recovery costslstorm reserve deficiency 
Deferred clause expenses 
Unamortized loss on reacquired debt 
Other 

Current: 
Regulatory liabilities: 

' Deferred clause and franchise revenues 
Pension 

Noncurrent: 
Accrued asset removal costs 
Asset retirement obligation regulatory expenise difference 
Pension 
Other 

(millions) 

$ 103 $ 167 $ 103 $ 167 
$ 59 $ 106 $ 59 $ 106 
$ 117 $ 921 $ 117 $ 921 
$ 2 $  3 $  - $  - 
$ 756 $ 762 $ 756 $ 762 

$ 36 $ 3 9 $  36 $ 39 
$ 95 $ 80 $ 72 $ 37 

$ 121 $ - $ 121 $ - 

$ 18 $ 37 $ 18 $ 37 
$ 24 $ 1 7 $  - $  - 
$ 2,098 $ 2,044 $ 2,098 $ 2,044 
$ 921 $ 868 $ 921 $ 868 

$ 236 $ 209 $ 235 $ 209 
$ 696 $ 531 $ - $ - 

See Note 1 for a discussion of FPL Group's and FPL's other significant accounting policies. 

Energy Marketing and Trading and Market Risk Sensitivity . 

Energy Marketing and Trading - Certain of FPL Group's subsidiaries, including FPL and FPL Energy, use derivative 
instruments (primarily swaps, options and forwards) to manage the commodity price risk inherent in the purchase and sale of 
fuel and electricity. In addition, FPL Group, thrciugh FPL. Energy, uses derivatives to optimize the value of power generation 
assets. FPL Energy provides full energy and capacity reciuirements services primarily to distribution utilities, which include load- 
following services and various ancillary services, in certain markets and engages in energy trading activities to take advantage of 
expected future favorable price movements. 

Derivative instruments, when required to be marked to market under FAS 133, as amended, are recorded on FPL Group's and 
FPL's consolidated balance sheets as either an asset or liability measured at fair value. At FPL, substantially all changes in 
fair value are deferred as a regulatory asset or liability until the contracts are settled. Upon settlement, any gains or losses are 
passed through the fuel clause or the capacity clause. For FPL Group's non-rate regulated operations, predominantly FPL 
Energy, essentially all changes in the derivatives' fair value for power purchases and sales and trading activities are 
recognized on a net basis in operating revenues: fuel piirchases and sales are recognized net in fuel, purchased power and 
interchange expense: and the equity method investees' related activity is recognized in equity in earnings of equity method 
investees in FPL Group's consolidated statemenlts of income unless hedge alccounting is applied. See Note 4. 
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The changes in the fair value of FPL Group's umsolidatt!d subsidiaries' energy contract derivative instruments were as follows: 

FPLCost FPL 
Non- Recovery Gmup 

Trading Quallfylng OCI Clauses Total 
(mllllons) 

Hedaes on Owned Assets 

Fair value of contracts outstanding at December 31,2005 
Reclasslficatlon to realized at settlement of contracts 
Effectbe portion of changes In fair value recorded In OCI 
Ineffective portion of changes In fair value recorded In eamlrigs 
Changes In fair value exdudlng reclassification to realized 
Fair value of contracts outstanding at December 31,2006 
RedasslRcatlon to mallzed at settlement of contracts 
Value of contracts purchasedlprevlously not consolidated 
Effective portion of changes In fair value recorded In OCI 
Ineffective poclon of changes In fair value recorded In earnings 
Changes In fair value exdudlng reclasslflcatlon to realized 
Fair value of contracts outstanding at December 31, 2007 
Net nptlon premium payments (receipts) 
Net cash collateral paid 
Total mark-to-market energy contract net llabll~les at 

December 31,2007 

$ 2 $ (176) $ (373) $ 757 $ 210 
26 107 56 325 514 - 261 261 

31 31 

'23. 

3 

$ (16) $ (103) S (107) $ (104) $ (330) 

FPL Group's total mark-to-market energy contract net asjets (liabilities) at December 31, 2007 shown above are included in the 
consolidated balance sheets as follows: 

December 31, 

(millions) 
2W7 

Current derivative assets 
Noncurrent other assets 
Current derivative llabllities 
Noncurrent derivative llabllkles 
FPL Group's total mark-to-market energy contract net llabllkles 

The sources of fair value estimates and maturity of energy contract derivative instruments at December 31,2007 were as follows: 

Trading: 
AcUvely quoted (La., exchange traded) prlces 
Prices provMed by other external sources 
Modeled 
Total 

Actlvely quoted (Le., exchange traded) prlces 
Prices pmvlded by other external sources 
Modeled 
Total 

Actlvely quoted (Le., exchange traded) prlces 
Prices pmvlded by other external sources 
Modeled 
Total 

Owned Assets - FPL Cost Recovery Clauses: 
Actlvely quoted (la., exchange traded) prlces 
Prices pmvlded by other external sources 
Modeled 
Total 

Owned Assets - Non-Quallfylng: 

Owned Assets - OCI: 

Total sources of fair value 

Maturlty 
2008 2009 2010 2011 2012 Thereafter Total 

fmllllons~ ' 
- - . - - - - -  

- -  
$ (26) so 

Market Risk Sensitivity - Financial instruments and positions affecting the financial statements of FPL Group and FPL described 
below are held primarily for purposes other than trading. Market risk is measured as the potential loss in fair value resulting from 
hypothetical reasonably possible changes in commodity pnces, interest rates cir equity prices over the next year. Management has 
established risk management policies to monitor and manage market risks. With respect to commodities, FPL Group's Exposure 
Management Committee (EMC), which is comprised of certain members of senior management, is responsible for the 'overall 
approval of market riik management policies and the delegation of approval and authorization levels. The EMC receives periodic 
updates on market positions and related exposures, credit exposures and oveiall risk management activities. 

FPL Group and its subsidiaries are also exposed to credit iisk through their energy marketing and trading operations. Credit risk is 
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the risk that a financial loss will be incurred if a counterparty to a transacticln does not fulfill its financial obligation. FPL Group 
manages counterparty credit risk for its subsidiaries with energy marketing ,and trading operations through established policies, 
including counterparty credit limits, and in some cases credit enhancements, siuch as cash prepayments, letters of credit, cash and 
other collateral and guarantees. Credit risk is also managed through the use of master netting agreements. FPL Group’s credit 
department monitors current and forward credit exposure to counterparties and their affiliates, both on an individual and an 
aggregate basis. 

Commodity price risk - FPL Group uses a value-at-risk (VaR) model to measure market risk in its trading and mark-to-market 
portfolios. The VaR is the estimated nominal loss of market value based on a one-day holding period at a 95% confidence 
level using historical simulation methodology. Pis of December 31, 2007 and 2006, the VaR figures are as follows: 

Non-Quallfvlno Hedoes 
aind Hedges inOCl and 

Trading FPL ICost Recovery Clauses (’) Total 
FPL FPL FPL FPL FPL FPL 

FPL Energy Group FPL Energy Group FPL E n e w  Group 
(millions) 

- 
December 31,2006 
December 31,2007 

Avenge for the perlod ended 
December 31,2007 

$ - $ 2 $  2 $ 8 0 $ 5 7 $ 5 4 $ 8 0 $ 6 0 $  56 
$ - $ 6 $  6 $ 5 1 $ 3 1 $ 3 7 $ 5 1 $ 2 8 $  30 

$ - $ 3 s  3 $ 6 0 $ 3 5 $ 4 5 $ 6 0 $ 3 4 $  46 

(a) Nonquallfylng hedges are employed to reduce the market risk exp~sure to physical assets; or contracts which are not marked to market. The VaR RQUW for ’ 
the non-qualifying hedges and hedges In OCI and FPL eost recovefy clauses category do not represent the economic exposure to commodity price movements. 

Interest rate risk - FPL Group and FPL are exposed to risk resulting from changes in interest rates as a result of their 
respective issuances of debt, investments in special use funds and interest rate swaps. FPL Group and FPL manage their 
respective interest rate exposure by monitoring current interest rates, entering into interest rate swaps and adjusting their 
variable rate debt in relation to total capitalization. 

The following are estimates of the fair value of FPL Group’s and FPL‘s financial instruments: 

FPL Group: 
Long-term debt, including current maturities 
Fixed income securities: 

Special use funds 
Other investments 

Interest rate swaps - net unrealized gain (lossji 

Long-term debt, including current maturities 
Fixed income securities: 

Special use funds 

FPL: 

December 31,2007 December 31,2006 
Carrying Estimated Carrying Estimated 
Amount Fair Value Amount Fair Value 

(millions) 
$ 12,681 , $ 12,642(’) $ 11,236 $ 11,314(* 

$ 2,025 $ 2,025”) $ 1,430 $ 1,430”) 

-. 

$ Ill $ 111”’ $ 93 $ 93”) 
$ (28) $ (28)(” $ 6 $ 6‘01 

$ 5,217 $ 5,185“) $ 4,214 $ 4,208‘“ 

$ 1,436 $ 1,436”) $ 1,235 $ 1,2351” 

(a) Based on market prices provided by external sources. 
@) Based on quoted market prices for these or similar issues. 
(cl Based on market piices W e l e d  Internally. 

The special use funds of FPL Group and FPL consist of restricted funds set aside to cover the cost of storm damage for FPL 
and for the decommissioning of FPL Group’s and FPL‘s nuclear power plants. A portion of these funds is invested in fixed 
income debt securities carried at their market value. At FPL, adjustments tal market value result in a corresponding adjustment 
to the related liability accounts based on current regulatory treatment. The market value adjustments of FPL Group’s non-rate 
regulated operations result in a corresponding adjustment to OCI, except for impairments deemed to be other-than-temporary 
which are reported in current period earnings. E3ecause i.he funds set aside by FPL for storm damage could be needed at any 
time, the related investments are generally more liquid and, therefore, aria 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 scheduled to begin until at least 2014 (2032 at FPL). 

FPL Group and its subsidiaries use a cornbination of fixed rate and variable rate debt to manage interest rate 
exposure. Interest rate swaps are used to adjust and rriitigate interest rate exposure when deemed appropriate based upon 
market conditions or when required by financing agreements. At December 31, 2007, the estimated fair value for FPL Group 
interest rate swaps was as follows: 
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Notional Effective Maturitv Rate Rate Estimated --- Date -7 Paid Received Fair Value Amount Date 
(millions) (millions) 

Cash flow hedges - FPL Energy: 
$ 1 6 4  February 2005 June 2008 4.255% Variable(') $ -  

$ 207 December 2005 November 2019 4,905% Variable(') (5) 
(23) 

Total cash flow hedges $ (28) 

$ 70 December 2003 December 2017 4,245% Variable") 
$ 23 April 2004 Deoember 2017 3.845% Variable@) 

$ 527 January 2007 January 2022 5.390% Variable@) 

(4 Threemonth LIBOR 
(b) Six-month LIBOR 

Based upon a hypothetical 10% decrease in interest ratis, which is a reasonable near-term market change, the net fair value 
of FPL Group's net liabilities would increase by approximately $622 million ($240 million for FPL) at December 31,2007. 

Equity price risk - Included in the nuclear decommissioning reserve funds of FPL Group are marketable equity securitiqs 
carried at their market value of approximately $1,456 million and $1,395 rriillion ($1,063 million and $1,029 million for FPL) at 
December 31,2007 and 2006, respectively. A hypothetical 10% decrease in the prices quoted by stock exchanges, which is a 
reasonable near-term market change, would result in a $146 million ($106 million for FPL) reduction in fair value and 
prresponding adjustments to the related liability accounts based on current regulatory treatment for FPL. or adjustments to 
OCI for FPL Group's non-rate regulated operations, at December 31,2007. 

Credit risk - For all derivative and contractual transactions, FPL Group's energy marketing and trading operations, which 
includes FPL's energy marketing and trading diivision, are exposed to loses in the event of nonperformance by counterparties 
to these transactions. Relevant considerations, when asessing FPL Group's energy marketing and trading operations' credit 
risk exposure include: 

Operations are primarily concentrated in the energy industry. 

Trade receivables and other financial instruments are predominately with energy, utility and financial services related 
companies, as well as municipalities, cooperatives and other trading ccimpanies in the United States. 

Overall credit risk is managed through established credit policies. 

Prospective and existing customers are reviewed for creditworthiness based upon established standards, with customers 
not meeting minimum standards providing various credit enhancements or secured payment terms, such as letters of 
credit or the posting of margin cash collateral. 

The use of master netting agreements to offset cash and non-cash g,ains and losses arising from derivative instruments 
with the same counterparty. FPL Group's policy is to have master netting agreements in place with significant 
counterparties. 

Based on FPL Group's policies and risk exposures related to credit, FPL Group and FPL do not anticipate a material adverse 
effect on their financial positions as a result of counterparty nonperformancis. As of December 31, 2007, approximately 98% of 
FPL Group's and 100% of FPL's energy marketing and trading counterparty credit risk exposure is associated with companies 
that have investment grade credit ratings. 

Item 7A. Quantitative and Qualitative Disclosures About Market Risk 

See Management's Discussion - Energy Marketing and 'Trading and Market Risk Sensitivity - Market Risk Sensitivity. 

rn 
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Item 8. Financial Statements and Supplementaiy Data 

MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

FPL Group, 1nc.k (FPL Group) and Florida Power & Light Company's (FPL) management are responsible for establishing and 
maintaining adequate internal control over financial reporting as defined in Rules 13a-l5(f) and 15d-l5(f) under the Securities 
Exchange Act of 1934. The consolidated finanlcial statements, which in palrt are based on informed judgments and estimates 
made by management, have been prepared in conformity with generally accepted accounting principles applied on a 
consistent basis. 

To aid in carrying out this responsibility, we, along with all other members of management, maintain a system of internal 
accounting control which is established after weighing the cost of such conitrols against the benefits derived. In the opinion of 
management, the overall system of internal amounting (control provides reasonable assurance that the assets of FPL Group 
and FPL and their subsidiaries are safeguanded and that transactions are executed in accordance with management's 
authorization and are properly recorded for the preparation of financial statements. In addition, management believes the 
overall system of internal accounting Control provides reasonable assurance that material errors or irregularities would be 
prevented or detected on a timely basis by employees in the normal cours~t of their duties. Any system of internal accounting 
control, no matter how well designed, has inherent limitations, including the possibility that controls can be circumvented or 
overridden and misstatements due to error or fi-aud may occur and not be detected. Also, because of changes in conditions, 
internal control effectiveness may vary over time. Accordingly, even an effective system of internal control will provide only 
reasonable assurance with respect to financial statement preparation and reporting. 

t he  system of internal accounting control is Supported by written policies arid guidelines, the selection and training of qualified 
employees, an organizational structure that provides an appropriate division of responsibility and a program of internal 
auditing. FPL Group's written policies include a Code of Business Conduct & Ethics that states management's policy on 
conflict of interest and ethical conduct. Compliance with the Code of Business Conduct & Ethics is confirmed annually by key 
personnel. 

The Board of Directors pursues its oversight responsibility for financial reporting and accounting through its Audit 
Committee. This Committee, which is comprised entirely of outside directors, meets regularly with management, the Internal 
auditors and the independent auditors to make inquiries as to the manner in which the responsibilities of each are being 
discharged. The independent auditors and the internal audit staff have free access to the Committee without management's 
presence to discuss auditing, internal accounting control and financial reporting matters. 

In accordance with the U.S. Securities and Exc:hange Commission's published guidance, we have excluded from our current 
assessment the internal control over financial reporting for Point Beach Nuclear Power Plant which was acquired on 
September 28, 2007 and whose financial statenrents reflect total assets and revenues consisting of approximately four percent 
and less than one percent, respectively, of FPI, Group's consolidated total assets and operating revenues as of and for the 
year ended December 31,2007. FPL Group will include Point Beach Nuclear Power Plant in its assessment as of December 
31,2008. 

Management assessed the effectiveness of FPL. Group's and FPL's internal control over financial reporting as of December 31, 
2007, using the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission in the Internal 
Control - Integrated Framework. Based on this assessment, management believes that FPL Group's and FPL's internal 
control over financial reporting was effective as of December 31,2007. 

FPL Group's and FPL's independent registereld public (accounting firm, Deloitte & Touche LLP, is engaged to express an 
opinion on FPL Group's and FPL's consolidated financial statements and an opinion on FPL Group's and FPL's internal control 
over financial reporting. Their reports are based on procedures believed by them to provide a reasonable basis to support 
such opinions. These reports appear on the following pages. 

-. LEWIS HAY, 111 
Lewis Hay, 111 
Chairman and Chief Executive Officer of FPL Gioup 
and Chairman and Chief Executive Officer of FPL 

-, K. MICHAEL DAVIS 
K. Michael Davis 
Controller and Chief Accounting Officer 
of FPL Group and Vice President, 
Accounting and Chief Accounting Officer of FPL 

- MORAY P. DEWHURST 
Moraiv P. 'Dewhurst 
Vice bresident and Chief 
Financial Officer of FPL Group 
and !Senior Vice President 
and Chief Financial Officer of FPL 
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REPORT OF INDEPENDENT REGISTERED PUBI-IC ACCOUNTING FIRM 

To the Board of Directors and Shareholders 
FPL Group, Inc. and Florida Power & Light Company: 

We have audited the internal control over financial reporting of FPL Group, Inc. and subsidiaries (FPL Group) and Florida 
Power & Light Company and subsidiaries (FPL)I as of December 31,2007, based on criteria established in lntemal Control- 
Megrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission. As described in 
Management's Report on Internal Control Over Financial Reporting, management excluded from its assessment the internal 
control over financial reporting at Point Beach Nuclear Pclwer Plant (Point Bleach). which was acquired on September 28, 2007 
and whose financial statements reflect total assets and revenues consisting of approximately four percent and less than one 
percent, respectively, of FPL Group's consolidated total assets and operating revenues as of and for the year ended December 
31, 2007. Accordingly, our audit did not include the internal control over financial reporting at Point Beach. FPL Group's and 
FPL's management are responsible for maintaining effective internal controd over financial reporting and for their assessment 
of the effectiveness of internal control over financial repoiting, included in the accompanying Management's Report on Internal 
Control Over Financial Reporting. Our responsibility is to express an opinion on FPL Group's and FPL's internal control over 
financial reporting based on our audits. 

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United 
States). Those standards require that we plan (and perform the audit to obtain reasonable assurance about whether effective 
internal control over financial reporting was maintairned in all material respects. Our audits included obtaining an 
ynderstanding of internal control over financial reporting, assessing the risk that a material weakness exists, testing and 
evaluating the design and operating effectiveness of intwnal control based on the assessed risk, and performing such other 
procedures as we considered necessary in the circumstances. We believe that our audits provide a reasonable basis for our 
opinions. 

A company's internal control over financial reporting is 'a process designed by, or under the supervision of, the company's 
principal executive and principal financial officers, or pcirsons performing similar functions, and effected by the company's 
board of directors, management, and other personnel to provide reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting 
principles. A company's internal control over firiancial reporting includes those policies and procedures that (I) pertain to the 
maintenance of records that, in reasonable detail, accuraiely and fairly reflect the transactions and dispositions of the assets of 
the company: (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial 
statements in accordance with generally accepted accoLinting principles, arid that receipts and expenditures of the company 
are being made only in accordance with authorizations of management and directors of the company; and (3) provide 
reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the 
company's assets that could have a material effoct on the financial statements. 

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or improper 
management override of controls, material misstatements due to error or fraud may not be prevented or detected on a timely 
basis. Also, projections of any evaluation of the internal control over financial reporting to future periods are subject to the risk 
that the controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies 
or procedures may deteriorate. 

In our opinion, FPL Group and FPL maintained, in all material respects, effective internal control over financial reporting as of 
December 31,2007, based on the criteria establiished in i'nternal Control - Integrated framework issued by the Committee of 
Sponsoring Organizations of the Treadway Commission. 

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), 
the consolidated financial statements as of and for the year ended December 31, 2007 of FPL Group and FPL and our report 
dated February 27,2008 expressed an unqualificsd opinion on those financial statements, 

, 

DELOITTE & TOUCHE LLP 
Certified Public Accountants 

Miami, Florida 
February 27,2008 
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REPORT OF INDEPENDENT REGISTERED PUBI-IC ACCOUNTING FIRM 

To the Board of Directors and Shareholders 

We have audited the accompanying consolidated balance sheets of FPL Group, Inc. and subsidiaries (FPL Group) and the 
separate consolidated balance sheets of Florida Power & Light Company and subsidiaries (FPL) as of December 31,2007 and 
2006, and the related consolidated statements of incotme, of FPL Group's common shareholders' equity, of FPL's common 
shareholder's equity and of cash flows for each of the three years in the pleriod ended December 31, 2007. 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 the standards of the Public Company Accounting Oversight Board (United 
States). 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 dis5losures in the financial Statements. AI audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that 
our audits provide a reasonable basis for our oprinion. 

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of FPL 
Group and of FPL at December 31,2007 and 2006, and ihe respective results of their operations and their cash flows for each 
of the three years in the period ended December 31, 2007, in conformity with accounting principles generally accepted in the 
United States of America. 

FPL Group, Inc. and Florida Power & Light Company: 

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), 
FPL Group's and FPL's internal control over financial reporting as of December 31, 2007, based on the criteria established in 
lnternal Control - Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission 
and our report dated February 27, 2008 expressed an unqualified opinion1 on FPL Group's and FPL's internal control over 
financial reporting. 

DELOllTE & TOUCHE LLP 
Certifled Public Accountants 

Miami, Florida 
February 27,2008 
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FF'L GROUP, INC. 
CONSOLIDATED STATEMENTS OF INCOME 

(millions, except per share ,amounts) 

Years Ended December 31, --- 2007 2006 2005 

OPERATING REVENUES 

OPERATING EXPENSES 
Fuel, purchased power and interchange 
Other operations and maintenance 
Impairment charges 
Disallowed storm costs 
Storm cost amortization 
Merger-related 
Depreciation and amortization 
Taxes other than income taxes 

Total operating expenses 

OPERATING INCOME 

OTHER INCOME (DEDUCTIONS) 
Interest charges 
Equity in earnings of equity method investees 
Gains on disposal of assets 
Allowance for equity funds used during construction 
Interest income 
Other - net 

Total other deductions - net 

INCOME BEFORE INCOME TAXES 

INCOME TAXES 

NET INCOME 

Earnings per share of common stock: 
Basic 
Assuming dilution 

Dividends per share of common stock 

Weighted-average number of common shares outstanding: 
Basic 
Assuming dilution 

$ 15,263 $1571 0 $1 1,846 --- 
8,192 8,943 6,171 
2,314 2,022 1,814 

4 105 
52 

74 151 155 
23 

1,261 1,185 1,285 --- 1,135 1,132 931 
12980 13,613 10356 1-1 

1490 1 2,283 2,097 

(762) (706) (593) 
68 181 1 24 
2 29 52 

23 21 28 
89 62 69 

13 
(603) (419) (307) 
(23) (6) 

' 1,680 1,678 1,183 

368 397 282 

$ 1,312 $ 1,281 $ 901 

--- 
--- 
$ 3.30 $ 3.25 $ 2.37 
$ 3.27 $ 3.23 $ 2.34 

$ 1.64 $ 1.50 $ 1.42 

397.7 393.5 380.1 
400.6 396.5 385.7 

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements. 
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FFIL GROUP, INC. 
CONSOLIDATED BALANCE SHEETS 

(millions) 

PROPERTY, PLANT AND EQUIPMENT 
Electric utility plant In service and Other property 
Nuclear fuel 
Construction work In progress 
Less accumulated depreciation and amortization 

Total property, plant and equipment - net 

CURRENT ASSETS 
Cash and cash equivalents 
Customer receivables, net of allowances of $24 and $32. respectively 
Other receivables, net of allowances of $8 and $8, respectively 
Materials, supplies and fossil fuel inventory - at average (cost 
Regulatory assets: 

Deferred clause end franchise expenses 
Securitized storm-recovery costdstorm NSEIW deflcirncy 
Derivatlves 
Other 

Derivatives 
Other 

Total current assets 

OTHER ASSETS 
Special use funds 
Prepaid benefit costs 
Other Investments 
Regulatory assets: 

Securitized storm-recovery costdstorrn reserve deficiency 
Deferred dause expenses 
Unamortized loss on reacquired debt 
Other 

Total other assets 
Other 

TOTAL ASSETS 

CAPITALIZATION 
Common shareholders' equity 
Long-term debt 

Total capitalization 

CURRENT LIABILITIES 
Commercial paper 
Current maturities of long-term debt 
Acwunts payable 
Customer deposits 
Accrued interest and taxes 
Regulatory ilabiilties: 

Deferred clause and franchise revenues 
Pensbn 

Derivatives 
Other 

Total current liabilities 

OTHER LIABILITIES AND DEFERRED CREDITS 
Asset retirement obligations 
Accumulated deferred income taxes 
Regulatory ilabiiitles: 

Accrued asset removal costs 
Asset retirement obligation regulatory expense difference 
Pension 
Other 

Derivatives 
Other 

Total other liabilities and deferred credlts 

COMMITMENTS AND CONTINGENCIES 

TOTAL CAPITALIZATION AND LlAElLiTlES 

December 31, 
2007 2005 

$ 38,231 $ 34,071 
1,095 588 
1.713 1.393 

290 
1,495 

225 
857 

103 
59 

117 
2 

182 

3,779 
448 

3,482 
1 .si 1 

39 1 

755 
121 
35 
95 

900 
7,592 

S 40,123 - 
$ 10,735 

11,280 
22,015 

1,017 
1,401 
1,204 

539 
351 

18 
24 

289 
915 

5,758 

2,157 
3,821 

2,098 
921 
595 
236 
351 

2.070 
12,350 

520 
1,279 

377 
785 

157 
105 
921 

3 
958 
214 

4,830 

2,824 
1,508 

533 

752 

39 
80 

647 
6,493 

$ 35.822 

$ 9,930 
9,591 

19,521 

1,007 
1.545 
1,050 

510 
302 

37 
17 

995 ~~~ 

553 
5,326 

1.820 
3,432 

2,044 
868 
531 
209 
105 
955 

9,075 

$ 40,123 $ 35,822 - 
The accompanylng Notes to Consolidated Financial Statements are an integral part of these statements. 
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FP’L GROUP, INC. 
CONSOLIDATED SlTATEMENTS OF CASH FLOWS 

(millions) 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net income 
Adjustments to reconcile net imome to net cash provided by (used in) operating activities: 

Depreciation and amrtbatlon 
Nuclear fuel amortlratlon 
Impairment charges 
Recoverable stomrelated costs of FPL 
Amortization of storm reserve deRclency 
Unrealized (gains) losses on marked to market energy contracts 
Deferred Income taxes 
Cost recovery clauses and franchlse fees 
Change In prepaid option premlums 
Equity in earnings of equity method investees 
Dlstrlbutlons of earnings from equity method investee!; 
Changes In operating assets and Iiabliities: 

Customer receivables 
Other receivables 
Material, supplies and fossil fuel inventory 
Other current assets 
Other assets 
Accounts payable 
Customer deposits 
Margin cash collateral 
Income taxes 
Interest and other taxes 
Other current ilabiiitles 
Other liabilltles 

Other - net 
Net cash provided by operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES 
Capital expenditures of FPL 
Independent power investments 
Nuclear fuel purchases 
Other capital expenditures 
Sale of Independent power investments 
Loan repayments and capkal dlstributlons from equity method investees 
Proceeds from sele of securltles In special use funds 
Purchases of securltles in special use funds 
Proceeds from sale of other securities 
Purchases of other seculltles 
Funding of secured loan 
Repayment of secured loan 
Proceeds from termlnation and sale of leveraged leases 
Other - net 

Net cash used In Investing activities 

CASH FLOWS FROM FINANCING ACTIVITIES 
issuances of long-term debt 
Retirements of long-term debt and FPL preferred stock 
Proceeds from purchased Corporate Units 
Payments to terminate Corporate Units 
Net change in short-term debt 
issuances of common stock 
Dividends on common stock 
Funds held for storm-recovery bond payments 
Other - net 

Net cash provided by financing actlvities 

Net Increase (decrease) In cash and cash equivalents 
Cash and cash equivalents at beginning of year 
Cash and cash equivalents at end of year 

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORklATiON 
Cash paid for Interest (net of amount capitellzed) 
Cash pald for income taxes - net 

SUPPLEMENTAL SCHEDULE OF NONCASH INVESTING AND FINANCING ACTIVITIES 
Issuance of common stock and conversion of options and ‘warrants In connection wRh 

Assumption of debt In connection with the purchase of Independent power project 
the acquisition of Gexa Corp. 

The accompanying Notes to Consolidated Financial Statemenlts are an Integral part of these stateiments. 

Years Ended December 31, --- 2007 2006 2005 
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FFIL GROUP, INC. 
CONSOLIDATED STATEMENT!$ OF COMMON SHAREHOLDERS' EQUITY 1.) 

(millions) 

Balances, December 31,2004 
Net income 
issuances of common stock, net of 

Issuance cost of less than $1 
Exercise of stock options and other 

incentive pian activity 
Dividends on common stock 
Earned compensation under ESOP 
Other comprehensive loss 
Other 

Balances, December 31.2005 
Net income 
issuances of common stock, net of 

issuance cost of less than $1 
Exercise of stock options and other 

Dividends on common stock 
Earned compensation under ESOP 
Termination of Corporate Unlts, 

net of tax benetit of $15 
Other comprehensive income 
impiementatlon of FAS 158 
Other 

Balances, December 31,2005 
Net income 
issuances of common stock, net of 

issuance cost of lass than $1 
Exercise of stock options end other 

incentive pian activity 
Dividends on common stock 
Earned compensation under ESOP 
Other comprehensive loss 
Defined beneM pension and 

other benetits plans 
implementation of FIN 48 

Balances, December 31,2007 

, incentive pian activity 

Cornmcin Stock *I --- 
Aggregatu 
Par Value -- Shares - 

372'd' 

20 

3 

- 
395'4 

9 

1 

- 
405") 

1 

1 

- 
407"' - 

Accumulated 
Additional Unearned Other Common 

Paid-in ESOP Comprehensive Retained Shareholden' 
Capital Gnpensation Income (Loss) IC) Earnings Equity 

S 3,558 

545 

89 

19 

1 
4,322 
- 

307 

64 

21 

(33) 

(1) 
4.580 

33 

59 

27 

(15) 
$ 4784 I 

14 
(147) 

15 

21 0 
98 

11 
(44 ) 

45 

$ 4.211 
901 

(544 ) 

(593) 

- 
$ 9,930 - 5,255 

1.312 

(554 ) 

31 - 
$ 5,945 510,735 

(a) information pertaining to shares, aggregate par value and additional paid-in capital have been restated to reflect the two-for-one stock split effective March 15, 
2005. See Note 12 - Earnings Per Share. 

(b) $0.01 par value, authorized - 800,000,000 shares; outstanding shims 407,344,972, 405.404.438 and 394,854,416 at December 31, 2007, 2005 and 2005, 
respectively. 

IC) Comprehensive Income, which includes net income an'd other comprehensive income (ioa;~). totaled approximately $1,313 million, $1,491 million and 5754 
million for 2007,2005 and 2005, respectively. 

(dl Outstanding and unaiiocated sharea hdd by the Employee Stock 3wmtrship (ESOP) Piail Trust totaled approximately 8 million, 9 million and 10 million at 
December 31,2007,2005 and 2005, respectively. 

The accompanying Notes to Consolidated Financial Statemerits are an integral part of these statements. 
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FLORIDA POWER & LIGHT COMPANY 
CONSOLIDATEID STATEMENTS OF INCOME 

(millions) 

Years Ended December 31, 
2007 2006 2005 --- 

OPERATING REVENUES 

OPERATING EXPENSES 
Fuel, purchased power and Interchange 
Other operations and maintenance 
Disallowed storm costs 
Storm cost amortization 
Depreciation and amortization 
Taxes other than income taxes 

Total operating expenses 

OPERATING INCOME 

OTHER INCOME (DEDUCTIONS) 
Interest charges 
Allowance for equity funds used during construction 
Interest Income 
Other - net 

Total other deductions - net 

INCOME BEFORE INCOME TAXES 

INCOME TAXES 

' NETINCOME 

--I $11,622 $ 11,988 $ 9528 

6,726 7,116 4,910 
1,454 1,374 1,307 

52 
74 151 155 

773 787 95 1 --- 1,032 1,045 854 
10,059 10,525 8,181 

--- 1,563 1,463 1,347 

--- 

(304) (278) (224) 
23 21 28 
17 30 14 

1,287 1,226 1,156 

451 424 408 

$ 836 $ 802 $ 748 

--- 
--- 

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 

(millions) 

ELECTRIC UTILITY PLANT 
Plant In service 
Nuclear fuel 
Construction work in progress 
Less accumulated depreciation and amortization 

Electric utility plant - net 

Cash and cash equlvalents 
Customer receivables, net of allowances of $13 and $15, respectively 
Other receivables, net of allowances of $1 and $1, respectivisly 
Materials, supplies and fossil fuel inventory - at average cost 
Regulatory assets: 

Deferred clause and franchise expenses 
Securitized storm-recovery costdstorm reservo deficiency 
Derivatives 

I Total current assets 
OTHER ASSETS 

Special use funds 
Prepaid benefit costs 
Regulatory assets: 

CURRENT ASSETS 

Derivatives 
Other 

Securitized storm-recovery costdstorm reserve ideficiency 
Deferred clause expenses 
Unamortized loss on reacquired debt 
Other 

Total other assets 
Other 

TOTAL ASSETS 
CAPITALIZATION 

Common shareholder's equity 
Long-term debt 

CURRENT LIABILITIES 
Total capitalization 

Commercial paper 
Current maturities of long-term debt 
Accounts payable 
Customer deposlts 
Accrued interest and taxes 
Regulatory liabilities - defemd clause and franchise revenuos 
Derivatives 
Other 

Total current liabilities 

Asset retirement obligations 
Accumulated deferred income taxes 
Regulatory liabilltles: 

OTHER LIABILITIES AND DEFERRED CREDITS 

Accrued asset removal costs 
Asset retirement obligation regulatory expense difference 
Other 

Total other liabilities and deferred credits 
Other 

COMMiTMENTS AND CONTINGENCIES 
TOTAL CAPITALIZATION AND LlABlLlTiES 

December 31, 
2007 2006 

$ 25,585 
565 

1,101 
(10,081 ) 
17,170 

63 
807 
178 
583 

103 
59 

117 
83 

260 
2,253 

2,499 
907 

756 
121 
36 
72 

230 
4,621 

$ 24.044 - 
$ 7,275 

4,976 
12 251 I 

e42 
24 1 
706 
53 1 
225 
18 

I82 
531 

3,276 

1,653 
2,716 

2.098 
92 1 
235 
894 

8.517 

$ 24,044 - 

$ 24,150 
423 

1,113 

15,838 
(9,848) 

64 
872 
221 
558 

167 
106 
92 1 

4 
99 

3,012 

2,264 
857 

762 

39 
37 

161 
4,120 

$ 22970 1 

$ 7,539 
4,214 

11,753 

630 

735 
500 
281 
37 

677 
423 

3.283 

1,572 
2,561 

2,044 
868 
209 
680 

7.934 

$ 22.970 - 
The accompanying Notes to Consolidated Financial SIatements ;are an integral part oi these statements. 
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FLORIDA POWER & LIGHT COMPANY 
CONSOLIDATED STATEMENTS OF: CASH FLOWS 

(millions) 

Years Ended December 31, 
2007 2006 2005 --- 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net Income 
Adjustments to reconcile net income to net cash pmvided by ((used in) operating activities: 

Depreciation and amortization 
Nuclear fuel amortization 
Recoverable storm-related costs 
Amortization of storm resewe deficiency 
Deferred income taxes 
Cost recovery clauses and franchise fees 
Change in prepaid option premiums 
Changes In operating assets and Ilablllties: 

Customer receivables 
Other receivables 
Material, supplies and fossil fuel inventory 
Other current assets 
Other assets 
Accounts payable 
Customer deposits 
Margin cash collateral 
Income taxes 
Interest and other taxes 
Other current liabilities 
Other liabilities 

Other - net 
Net cash provided by operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES 
Capital expenditures 
Nuclear fuel purchases 
Proceeds from sale of securities In special use funds 
Purchases of securities In special use funds 
Other - net 

Net cash used in investing activities 

CASH FLOWS FROM FINANCING ACTIVITIES 
Issuances of long-term debt 
Retirements of long-term debt 
Retirements of preferred stock 
Net change In short-term debt 
Dividends 
Funds held for storm-recovery bond payments 

Net cash provided by financing activities 

Net Increase (decrease) in cash and cash equivalents 
Cash and cash equivalents at beginning of year 
Cash and cash equivalents at end of year 

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMAYION 
Cash paid for interest (net of amount capitalized) 
Cash paid (received) for income taxes - net 

$ 836 $ 802 $ 748 

88 39 58 
2,163 1,668 1,238 
--- --- 

(1,826) (1,763) (1,616) 

1,978 2,673 2,767 
(2,186) (2,738) (2,870) 

(1,933) (2,214) (1,816) 

(181 1 (105) (95) 

- (2) 1 -- 

64 56 65 
$ 6 3 $  6 4 $  56 
--- --- 
$ 267 $ 257 $ 217 
$ 246 $ 339 $ (46) 

The accompanying Notes to Consolidated Finanlcial Statements are an integral part of these statements. 
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FLORIDA POWER & LIGHT COMPANY 
CONSOLIDATED STATEIMENTS OF COMMON SHAREHOLDERS EQUITY IN 

(millions) 

Balances, December 31,2004 
Net income 
Dividends to FPL Group 

Balances, December 31,2005 
Net income 

Balances, December 31,2006 
Net income 
Dividends to FPL Group 

Balances, December 31,2007 

Common 
Retained Shareholder's Common Additional 

Stock Paid-In Capital Earnings Equity 

$ 1,373 $ 4,318 $ 459 
748 

('1 FPCs comprehensive Incorm is the same as reported not income. 
(b) Common stock, no par value, 1,000 shares authorlzed, I m e d  and outstanding. 

The accompanying Notes to Consolidated Financial Statements are an integiral part of these statements. 
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FPL GROUP, INC. AND FLORIDA POWER & LIGHT COMPANY 
NOTES TO CONS0LIC)ATED FINANCIAL STATEMENTS 

Years Ended December 31,2007, :2006 and 2005 

1. Summary of Significant Accounting and Reporting Policies 

Basis of Presentation - FPL Group, Inc.'s (FPL Group) cperations are condlucted primarily through its wholly-owned subsidiary 
Florida Power & Light Company (FPL) and its lwholly-o\nned indirect subsidiary FPL Energy, LLC (FPL Energy). FPL, a rate- 
regulated public utility, supplies electric service to approximately 4.5 millicm customer accounts throughout most of the east 
and lower west coasts of Florida. FPL Energy invests in independent power projects through both controlled and consolidated 
entities and non-controlling ownership interests in joint ventures essentially all of which are 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. All significant intercompany balances and tran!sactions have been eliminated in consolidation. 
Amounts Included in the consolidated financial statements and the accornpanying notes have been adjusted to reflect the 
retrospective application of a Financial Accounting Standards Board (FASB) Staff Position (FSP) regarding the accounting for 
offsetting amounts related to certain contracts. See Notis 4. In addition, certain amounts included in prior years' consolidated 
financial statements have been reclassified to conforin to the current year's presentation. The preparation of financial 
statements requires the use of estimates and assumptions that affect the rerported amounts of assets, liabilities, revenues and 
expenses and the disclosure of contingent assets and liabilities. Actual results could differ from those estimates. 

Regulation - FPL is subject to regulation by the Florida Public Service Comrnission (FPSC) and the Federal Energy Regulatory 
Commission (FERC). Its rates are designed to recover the cost of proviiding 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 non-rate 
regulated entities. Regulatory assets and liabilities represent probable future revenues that will be recovered from or refunded 
to customers through the ratemaking process. 

' 

Cost recovery clauses, which are designed to permit fiill recovery of certain costs and provide a retum on certain assets 
allowed to be recovered through the various clauses, include substantially all fuel, purchased power and interchange 
expenses, conservation and certain environme?ntal-related expenses, certtain revenue taxes and franchise fees. Revenues 
from cost recovery clauses are recorded when billed; FF'L achieves matchling of costs and related revenues by deferring the 
net underrecovery or overrecovery. Any underrecovered costs or overrecovered revenues are collected from or returned to 
customers in subsequent periods. Although deferred clause revenues and expenses do not significantly affect net income, the 
underrecoveries or overrecoveries can significantly affect FPL Group's and FPL's operating cash flows. 

In June 2007, the FPSC denied FPL's need petition for two ultra super critical pulverized coal generating units in Glades 
County, Florida. In July 2007, FPL filed a petition with the FPSC requesting authorization to defer, until the next retail base 
rate proceeding, approximately $35 million of preconstniction costs associiated with the coal units, with amortization over a 
five-year period beginning when new base rates are implemented. These costs are currently reflected In other assets on FPL 
Group's and FPL's consolidated balance sheets. FPL management believes the recovery of these costs is 
probable. However, any portion of these costs not approved for recovery would be expensed. A decision is expected in April 
2008. 

If FPL were no longer subject to cost-based rate regulation, the regulatory assets and liabilities would be written off unless 
regulators specify an alternative means of recovery or refund. In addition, the FPSC has the authority to disallow recovety of 
costs that it considers excessive or imprudently incurred. The continued applicability of FAS 71 is assessed at each reporting 
period. 

Revenues and Rates - FPL's retail and wholesale utility rate schedules are approved by the FPSC and the FERC, 
respectively. FPL records unbllled 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 approximately $119 million and $122 
million at December 31, 2007 and 2006, respectively. I'PL's operating revenues also include amounts resulting from cost 
recovery clauses (see Regulation), franchise lees, gross receipts taxes ;and surcharges related to the recovery of storm 
restoration costs associated with hurricanes and storm-recovery bonds (see Securitization). Franchise fees and gross receipts 
taxes are imposed on FPL; however, the FPSC allows FPL to include in the amounts charged to customers the amount of the 
gross receipts tax for all customers and the franchise amount for those customers located in the jurisdiction that imposes the 
fee. Accordingly, franchise fees and gross receipts taxes are reported gross in operating revenues and taxes other than 
income taxes on FPL Group's and FPL's consolidated statements of income and were approximately $755 million, $773 million 
and $604 million in 2007, 2006 and 2005, respectively. FPL also collects municipal utility taxes which are reported gross in 
customer receivables and accounts payable on FPL Group's and FPL's consolidated balance sheets. 
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In 2005, the FPSC approved a stipulation and settlement agreement regarding FPL's retail base rates (2005 rate agreement), 
signed by FPL and all of the interveners in its 2005 base rate proceeding. FPL expects the 2005 rate agreement to be in effect 
through December 31, 2009; thereafter, it shall remain in effect until terminated on the date new retail base rates become 
effective pursuant to an FPSC order. The 2005 rate agreement replaced ia rate agreement that was effective April 15,2002 
through December 31,2005 (2002 rate agreement). 

The 2005 rate agreement provides that retail base rates will not increase during the term of the agreement except to allow 
recovery of the revenue requirements of any power plant approved pursuant to the Florida Power Plant Siting Act (Siting Act) 
that achieves commercial operation during the term of the 2005 rate agreement. Retail base rates increased approximately 
$86 million in 2007 when a 1,144 megawatt (mw) natural gas-fired plant ai FPL's Turkey Point site (Turkey Point Unit No. 5) 
was placed in service on May I, 2007. The 21005 rate agreement also continues the revenue sharing mechanism in FPL's 
2002 rate agreement, whereby revenues froni retail base operations in excess of certain thresholds will be shared with 
customers on the basis of twc-thirds refunded to cusiomers and onethird retained by FPL. Revenues from retail base 
operations in excess of a second, higher threshold (cap) will be refunded 1100% to customers. The revenue sharing threshold 
and cap are established by increasing the prior year's threshold and cap by the sum of the following: (i) the average annual 
growth rate in retail kilowatt-hour (kwh) sales fcr the ten-year period ending December 31 of the preceding year multiplied by 
the prior year's retail base rate revenue sharing threshold and cap and (ii) the amount of any incremental base rate increases 
for power plants approved pursuant to the Siting Act that achieve commercial operation during the term of the 2005 rate 
agreement. The revenue sharing threshold alnd cap for 2008 are estimated to be $4,349 million and $4,524 million, 
respectively. 

Under both the 2005 and 2002 rate agreements, the accrual for the refund associated with the revenue sharing mechanism is 
required to be computed monthly for each twelvemonth period of the rate agreement. At the beginning of each twelvemonth 
period, planned revenues are reviewed to determine if it is probable that the thresholds will be exceeded. If so, an accrual is 
recorded each month for a portion of the anticipated refurid based on the relative percentage of year-to-date planned revenues 
to the total estimated revenues for the twelve-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. Under both the 2005 and 2002 rate agreements, the annual refund (including 
interest) is required to be paid to customers as ;I credit ta their February elelctric bill. For the years ended December 31, 2007, 
2006 and 2005, there were no refunds due to culstomers. 

Under the terms of the 2005 rate agreement: (i) FPL's elBctric property depreciation rates are based upon the comprehensive 
depreciation studies it filed with the FPSC in March 2005; however, FPL. may reduce depreciation by up to $125 million 
annually which was also permitted under the 2002 rate agreement, (ii) FPL suspended contributions of approximately $79 
million per year to its nuclear decommissioning fund beginning in September 2005, (iii) FPL suspended contributions of $20.3 
million per year to its storm and property insurance reserve beginning in January 2006 and has the ability to recover prudently 
incurred storm restoration costs, either through securitization provisions pursuant to the Florida Statutes or through 
surcharges, and (iv) FPL will be allowed to recover through a cost recovery clause prudently incurred incremental costs 
associated with complying with an FPSC or FERC order regarding a regional transmission organization. 

FPL does not have an authorized regulatory return on cornmon equity (ROE) under the 2005 rate agreement for the purpose of 
addressing earnings levels. For all other regulatory purposes, FPL has an ROE of I I .75%. Under the 2005 rate agreement, 
the revenue sharing mechanism described above is the appropriate and exclusive mechanism to address earnings 
levels. However, if FPL's regulatory ROE, as reported tc the FPSC in FPL's monthly earnings surveillance report, falls below 
10% during the term of the 2005 rate agreement, FPL may petition the FPSC to amend its base rates. 

* 

FPL Energy's revenue is recorded as electricity is delivered, which is when revenue is eamed. FPL Energy's retail energy 
business records unbilled revenues for the estimated amount of energy delivered to customers but not yet billed. Unbilled 
revenues are included in customer receivables and amounted to approximately $26 million and $28 million at December 31, 
2007 and 2006, respectively. 

Necfric 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 cclst of FPL's units of utility property retired, less 
estimated net salvage value, is charged to accumulated depreciation. Maintenance and repairs of property as well as 
replacements and renewals of items determined to be le!ss than units of utility property are charged to other operations and 
maintenance (O&M) expenses. At December 3'1, 2007, tlie electric generatiing, transmission, distribution and general facilities. 
of FPL represented approximately 45%, 12%, 38% and 5%, respectively, of FPL's gross investment in electric utility plant in 
service. Substantially all of FPL's properties are subjed to the lien of FPL's mortgage, which secures most debt securities 
issued by FPL. A number of FPL Energy's generating facilities are encumbered by liens against their assets securing various 
financings. The net book value of FPL Energy's assets {serving as collateral was approximately $5.3 billion at December 31, 
2007. 
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Depreciation of FPL's electric property is primarily provilied 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 of 
Nuclear Plants, Dismantlement of Plants and Other Accrued Asset Removal Costs). For substantially all of FPL's property, 
depreciation studies are performed and filed with the FPSC at least every four years. Pursuant to the 2005 rate agreement, 
FPL implemented new depreciation rates on January 1 2006 based on depreciation studies filed with the FPSC in March 
2005. Under the 2002 and 2005 rate agreements (see Revenues and Rates), FPL reduced depreciation by $125 million 
annually since 2002. The weighted annual composite depreciation rate for IFPL's electric plant in service, including capitalized 
software, but excluding the effects of decommissioning, dismantlement and the depreciation adjustments discussed above, 
was approximately 3.6%, 3.7% and 4.3% for 2007, 2006 and 2005, respectively. FPL Energy's electric plants in service less 
salvage value, if any, are depreciated primarily using the straight-line method over their estimated useful lives. FPL Energy's 
effective depreciation rates, excluding decommissioning, were 4.4%, 4.1 % and 3.9% for 2007,2006 and 2005, respectively. 

Nuclear Fuel - FPL leases nuclear fuel for all four of its nuclear units. FPL Group and FPL consolidate the lessor entity in , 

accordance with FASB Interpretation No. (FIN) 46, "Consolidation of Variable Interest Entities," as revised (FIN 46(R)). See 
Note 9 - FPL. 

FPL Energy's nuclear units have several contracts for tht! supply, conversion, enrichment and fabrication of nuclear fubl. See 
Note 16 - Contracts. FPL Energy's nuclear fuel costs are charged to fuel expense on a unit of production method. 

Construction Activity- Allowance for funds used during construction (AFUDC) is a non-cash item which represents the allowed 
cost of capital, including an ROE, used to finance FPL construction projects. The portion of AFUDC attributable to borrowed 
funds is recorded as a reduction of interest expense and the remainder is recorded as other income. FPSC rules limit the 
recording of AFUDC to projects that cost in excess of 0 5% of a utility's pl\ant in service balance and require more than one 
year to complete. FPSC rules allow construction projects below the 05% threshold as a component of rate base. During 
2007,2006 and 2005, AFUDC was capitalized at a rate of 7.42% in each year and amounted to approximately $36 million, $32 
million and $41 million, respectively. See Note 16 - Commitments. 

FPL's construction work in progress includes construction materials, progress payments on major equipment contracts, third 
party engineering costs and other costs directly associated with the construction of various projects. Upon completion of the 
projects, these costs are transferred to electric utility plant in service. At December31, 2007 and 2006, FPL recorded 
approximately $188 million and $1 52 million, respectively, of construction accruals, which are included in other current liabilities 
on FPL Group's and FPL's consolidated balance sheets. 

FPL Energy capitalizes project development costs once it is probable that such costs will be realized through the ultimate 
construction of a power plant. At December31, 2007 and 2006, FPL Energy's capitalized development costs totaled 
approximately $26 million and $22 million, respectively, which are included in other assets on FPL' Group's consolidated 
balance sheets. These costs include emission reduction credits, land rights and other third party costs directly associated with 
the development of a new project. Upon comniencemerit of construction, these costs either are transferred to construction 
work in progress or remain in other assets, depending upon the nature of the cost. Capitalized development costs are charged 
to O&M expenses when the development of a project is no longer probable. 

FPL Energy's construction work in progress includes construction materials, prepayments on turbine generators, third party 
engineering costs, capitalized interest and other costs directly associated with the construction and development of the 
project. Interest capitalized on construction projects amounted to $39 million, $17 million and $8 million during 2007, 2006 and 
2005, respectively. FPL Energy's interest c h a p s  are based on a deemed capital structure of 50% debt for operating projects 
and 100% debt for projects under construction. Upon cclmmencement of plant operation, costs associated with construction 
work in progress are transferred to electric utility plant in setvice and other property. At December 31, 2007 and 2006, FPL 
Energy recorded approximately $1 06 million and $38 million, respectively, of construction accruals, which are included in other 
current liabilities on FPL Group's consolidated balance sheets. 

Asset Retirement Obligations - FPL Group and FPL each account for asset retirement obligations and conditional asset 
retirement obligations under FAS 143, "Accounting for Asset Retirement Obligations" and FIN 47, "Accounting for Conditional 
Asset Retirement Obligations." See Note 15. 

- 
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Decommissioning of Nuclear Plants, Dismantlement of Plants and Other Accrued Asset Removal Costs - Following are the 
components of FPL Group's and FPL's decommissioning of nuclear plants, dismantlement of plants and other accrued asset 
removal costs: 

FPL 

Nuclear Fossil costs 

-- 
Interim Removal 

-_-._ 
FPL Group Decommissioning . Dismantlement - and Other FPL Energy 

December 31, December 31, December31, - December 31. December 31, . 
2007 2006 2007 2006 2007 2006 2007 2008 2007 2006 - .- .- - -- - 

(millions) 

Asset retirement obligations (ARO) $ 1,624 $ 1,540 !I 24 $ 27 $ 5 S 5 $ 504 $ 248 $ 2,157 $ 1,820 
Less capitalized ARO asset net of 

accumulated depreciation 54 55 8 5 62 60 
Accrued asset removal costs {'I 201 192 285 281 1,612 1,571 - 2,098 2,044 
Asset retirement obligation regulatory 

4 - 921 860 expense difference 
Accrued decommissioning, 

dismantlement and other accrued 
asset removal costs 

887 864 34 - .- .- - -- - - - - 
$ 2.658tb',$ 2,54ltb':L 335Ib' $ 307Ib' $ 1,617'b' $ 1,57Stb' $ 504 $ 248 $ 5,114 $ 4,672 -- 

('1 Regulatory iiabilliy on FPL Group's and FPL's consolidated balance shtmts. 
(b) Represents total amount accrued for ratemaking purposes. 

FPL - For ratemaking purposes, FPL accrues for the cost of end of life retiiament and disposal of its nuclear and fossil plants 
over the expected service life of each unit based on nulclear decommissioning and fossil dismantlement studies periodically 
filed with the FPSC. In addition, FPL accrues for inierim removal costs over the life of the related assets based on 
depreciation studies approved by the FPSC. For financial reporting purposes, FPL recognizes decommissioning and 
dismantlement liabilities in accordance with FAS 143 arid FIN 47. Any diflferences between expense recognized under FAS 
143 and FIN 47 and the amount recoverable through rates are reported as a regulatory liability in accordance with FAS 
71. See Electric Plant, Depreciation and Amortization and Note 15. 

Nuclear decommissioning studies are performed at least every five years and are submitted to the FPSC for approval. FPL 
filed updated nuclear decommissioning studies 'with the FPSC in December 2005. The studies filed in December 2005 support 
the suspension, effective September 2005, of the $79 million annual decommissioning accrual as provided for in the 2005 rate 
agreement. These studies reflect FPL's current plans, [under the extended operating licenses, for prompt dismantlement of 
Turkey Point Units Nos. 3 and 4 following the end of plant operation with decommissioning activities commencing in 2032 and 
2033, respectively, and provide for St. Lucle Uriit No. 1 t'3 be mothballed beginning in 2036 with decommissioning activities to 
be integrated with the prompt dismantlement of St. Lucils Unit No. 2 at the end of its useful life in 2043. These studies also 
assume that FPL will be storing spent fuel on site pending removal to a US. government facility. The studies indicate FPL's 
portion of the ultimate costs of decommissioning its four riuclear units, including costs associated with spent fuel storage, to be 
approximately $10.9 billion. FPL's portion of the ultimate cost of decommissioning its four units, expressed in 2007 dollars. is 
estimated by the studies to aggregate $2.2 billion. 

During 2007, with respect to costs associated with nLiclear decommissioning, FPL recognized approximately $84 million 
related to ARO accretion expense, approximately $2 million related to depreciation of the capitalized ARO asset and 
approximately $86 million to adjust the total accrual to reflect the suspension of the accrual by the FPSC effective September 
I, 2005. During 2006, with respect to costs associated with nuclear decommissioning, FPL recognized approximately $80 
million related to ARO accretion expense, approximately $2 million related to depreciation of the capitalized ARO asset and 
approximately $82 million to adjust the total accrual to reflect the suspension of the accrual by the FPSC effective September 
1, 2005. During 2005, with respect to costs associated with nuclear decoinmissioning. FPL recognized approximately $1 12 
million related to ARO accretion expense, approximately $7 million related to depreciation of the capitalized ARO asset, 
approximately $4 million related to the non-leg\al obligation included in accrued asset removal costs and approximately $70 
million to adjust the total accrual to the $53 million approved by the FPSC for decommissioning expense (included in 
depreciation and amortization expense in FPL Glroup's ard FPL's consolidatled statements of income). 

Restricted trust funds for the payment of futuns expenditures to decommission FPL's nuclear units are included in nuclear 
decommissioning reserve funds, which are inclluded in !special use funds on FPL Group's and FPL's consolidated balance 
sheets. Consistent with regulatory treatment, marketable securities held in the decommissioning funds are classified as 
available for sale and are carried at market value with market adjustments, including any other-than-temporary impairment 
losses, resulting in a corresponding adjustment to the related regulatory liability accounts. See Note 10. Contributions to the 
funds were based on current period decommissiioning expense and were suspended beginning September 2005. Additionally, 
fund earnings, net of taxes, are reinvested in ,the funds. Earnings are retngnized as income and an offsetting expense is 
recorded to reflect a corresponding increase in the related regulatory liability accounts. As a result, there is no effect on net 
income. The tax effects of amounts not yet recognized for tax purposes are included in accumulated deferred income taxes. 
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FPL's latest fossil fuel plant dismantlement studies became effective JanlJary 1, 2007 and indicate that FPL's portion of the 
ultimate cost to dismantle its fossil units is $707 million. FPL's next fossil fiJel plant dismantlement study is required to be filed 
with the FPSC concurrently with its next depreciation study in March 2009. During 2007, with respect to costs associated with 
fossil dismantlement, FPL recognized approximately $2 million related to ARO accretion expense and depreciation of the 
capitalized ARO asset, approximately $1 4 million related to the non-legal obligation included in accrued asset removal costs 
and approximately $1 million credit to adjust the total accrual to the $15 million approved by the FPSC for dismantlement 
expense (included in depreciation and amortization expense in FPL Group's and FPL's consolidated statements of 
income). During 2006, with respect to costs associated with fossil dismantlement, FPL recognized approximately $1 million 
related to ARO accretion expense and depreciation of the capitalized ARO asset, approximately $17 million related to the non- 
legal obligation included in accrued asset rerrloval cosls and approximatedy $1 million to adjust the total accrual to the $19 
million approved by the FPSC for dismantlement expense (included in depreciation and amortization expense in FPL Group's 
and FPL's consolidated statements of income). FPL rec:ognized fossil dismantlement expense of approximately $1 9 million in 
2005, which is included in depreciation and amortization expense. 

FPL Energy - FPL Energy records nuclear decommissbning liabilities for Seabrook Station (Seabrook), Duane Amold Energy 
Center (Duane Arnold) and Point Beach Nuclear Power Plant (Point Beach) in accordance with FAS 143 and FIN 47. See 
Note 15. At December 31, 2007 and 2006, FPI- Energy's ARO related to nuclear decommissioning totaled approximately $456 
million and $213 million, respectively, and was determined using various internal and external data. FPL Energy's portion of 
the ultimate cost of decommissioning its nuclear plants, including costs associated with spent fuel storage, is approximately 
$6.6 billion, or $1.4 billion expressed in 2007 dollars. The liability is being siccreted using the interest method through the date 
decommissioning activities are expected to be complete. 

Seabrook's decommissioning funding plan is based on a comprehensive nuclear decommissioning study filed with the New 
Hampshire Nuclear Decommissioning Financing Committee (NDFC) in 2007 and is effective for four years. Currently, there 
are no ongoing decommissioning funding requiremenis for Duane Arnold and Point Beach, however, the U.S. Nuclear 
Regulatory Commission (NRC) has the authority to require additional funding in the future. FPL Energy's portion of 
Seabrook's, Duane Arnold's and Point Beach's restricted trust funds for the payment of future expenditures to decommission 
these plants is included in nuclear decommissiioning reserve funds, which are included in special use funds on FPL Group's 
consolidated balance sheets. Marketable securrities held in the decommissioning funds are classified as available for sale and 
are carried at market value with market adjustments resulting in a corresponding adjustment to other comprehensive income 
(OCI). All unrealized losses associated with marketable securities are considered to be other-than-temporary and are 
recognized as an expense in other - net in FPL. Group's consolidated statements of income. Fund earnings are recognized in 
income and are reinvested in the funds either on a pretax or after-tax basis. See Note 10. The tax effects of amounts not yet 
recognized for tax purposes are included in accumulated deferred income taxes. 

. 

Major Maintenance Costs - FPL utilizes the accrue-in-zldvance method for recognizing costs associated with planned major 
maintenance, in accordance with regulatory treatment, imd records the related accrual as a regulatory liability. FPL Energy 
utilizes the deferral method to account for certain planned major maintenance costs. 

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 nexl. planned outage. Any difference between the estimated and actual costs is 
included in O&M expenses when known. The accrued liability for nuclear maintenance costs at December 31, 2007 and 2006 
totaled approximately $39 million and $47 million, respectively, and is included in regulatory liabilities - other. For the years 
ended December 31, 2007, 2006 and 2005, FPL racognized approxirnately $77 million, $72 million and $89 million, 
respectively, in nuclear maintenance costs which are included in O&M expenses in FPL Group's and FPL's consolidated 
statements of income. 

FPL Energy's major maintenance costs for its combustion turbines are capitalized and amortized on a unit of production 
method over the period from the end of the last outage to the beginning of the next planned outage. FPL Energy's major 
maintenance costs for its nuclear generating units are capitalized and amortized on a straight-line basis over the period from 
the end of the last outage to the beginning of the next planned outage. FPL. Energy's deferred major maintenance costs net of 
accumulated depreciation totaled approximately $47 milli~m and $51 million at December 31, 2007 and 2006, respectively, and 
are included in other assets. For the years ended December 31,2007, 20016 and 2005, FPL Energy recognized approximately 
$43 million, $49 million and $38 million in ma,jor maintcmance costs whiclh are included in O&M expenses in FPL Group's 
consolidated statements of income. 

Cash Equivalents - Cash equivalents consist of short-ter#n, highly liquid invostments with original maturities of three months or 
less. 
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Restricted Cash - At December 31,2007 and 2006, FPI. Group had approximately $146 million ($58 million for FPL) and $67 
million (none for FPL), respectively, of restricted cash included in other current assets on FPL Group’s and FPL’s consolidated 
balance sheets, essentially all of which is restricted for margin cash collateral, escrow and debt service payments. Where 
offsetting positions exist, restricted cash related to margin cash collateral is netted against derivative instruments. See Note 4. 

Allowance for Doubtful Accounts - FPL maintains an accumulated provision for uncollectible customer accounts receivable 
that is determined by multiplying the previous five months of revenues by the prior year’s bad debt percentage, which 
represents the relationship of last year‘s revenues to the actual write-offs. Additional amounts are included in the provision to 
address specific items that are not considered irn the calculation described albove. FPL Energy regularly reviews collectibility of 
its receivables and establishes a provision for ilosses estimated as a percentage of revenue based on the historical bad debt 
write-off trends for its retail energy business and, when necessary, using the specific identification method for all other 
receivables. 

lnventory - FPL values materials, supplies and fossil fuel inventory using a weighted-average cost method. FPL Energy’s 
materials, supplies and fossil fuel inventories we  carried at the lower of weighted-average cost or market, unless evidence 
indicates that the weighted-average cost (even if in excf?ss of market) will be recovered with a normal profit upon sale in the 
ordinary course of business. 

Energy Trading - FPL Group provides full energy and rapacity requirements services primarily to distribution utilities, which 
include load-following services and various ancillary services, in certain markets and engages in energy trading activities to 
optimize the value of electricity and fuel contracls and generating facilities, ,as well as to take advantage of expected favorable 
commodity price movements. Trading contracts that meet the definition of a derivative are accounted for at market value and 
realized gains and losses from all trading contracts, including those where physical delivery is required, are recorded net for all 
periods presented. See Note 4. 

fair Value Measurements - In September 2006, the FASB issued FAS 157, “Fair Value Measurements,” which clarifies how to 
measure fair value and requires expanded fair value measurement disclosures. The standard emphasizes that fair value is a 
market-based measurement, not an entity-specific measurement, and sets out a fair value hierarchy, intended to disclose 
information about the relative reliability of falr value measurements with the highest priority being quoted prices in active 
markets for identical assets or liabilities. FAS ‘157 is effective January 1, 2’008 for financial assets and liabilities, and for any 
other fair value measurements made on a reclining basis. For all other fair value measurements, FAS 157 will be effective 
January 1, 2009. While the implementation of the first phase of FAS 157 is not complete, the impact of adopting the standard 
is not expected to be material to FPL Group and FPL. FPL Group and FPL. are continuing to evaluate the impact of FAS 157 
as it applies to non-financial assets and liabilities that are not remeasured at fair value on a recurring basis. 

The fair Value Option for Financial Assets and Financial Liabilities - In February 2007, the FASB issued FAS 159, “The Fair 
Value Option for Financial Assets and Financial Liabilities,” which permits, but does not require, entities to account for financial 
assets and liabilities at fair value, effective January 1, 2008. The standard does not extend to non-financial assets and 
liabilities. The impact of adopting FAS 159 for existing financial assets alnd liabilities was not material to FPL Group and 
FPL. FPL Group and FPL may elect to account for new f nancial assets and liabilities at fair value in the future. 

Securitization - FPL maintains a funded storm and property insurance resme. FPL was affected by four hurricanes in 2005 
and three hurricanes in 2004 which caused major damage in parts of FPLk service territory. Storm restoration costs incurred 
by FPL during 2005 and 2004 exceeded the amount in the storm and property Insurance reserve, resulting in a storm reserve 
deficiency. In 2007, FPL formed a wholly-owned bankruptcy remote special purpose subsidiary for the purpose of issuing 
storm-recovery bonds, pursuant to the securitization provisions of the Florida Statutes and an FPSC financing order. In May 
2007, the FPL subsidiary issued $652 million aggregate principal amount of senior secured bonds (storm-recovery bonds) 
primarily for the after-tax equivalent of the total of FPL‘s unrecovered balaince of the 2004 storm restoration costs, the 2005 
storm restoration costs and approximately $200 million to reestablish FPL’s storm and property insurance reserve. The storm- 
recovery bonds were issued in four tranches with interest rates ranging from 5.0440% to 5.2555% and final maturity dates 
ranging from 2013 to 2021. Although principal on the storm-recovery bonds is due on the final maturity date (the date by which 
the principal must be repaid to prevent a default) for each tranche, it is expected to be paid semiannually and sequentially 
beginning February 1,2008, when the first semiannual interest payment becomes due. 

. 
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In connection with this financing, net proceeds, after debt issuance costs, to the FPL subsidiary (approximately $644 million) 
were used to acquire the storm-recovery property, which includes the right to impose, collect and receive a storm-recovery 
charge from all customers receiving electric transmissloii or distribution service from FPL under rate schedules approved by 
the FPSC or under special contracts, certain other rights and interests that arise under the financing order issued by the FPSC 
and certain other collateral pledged by the FPL subsidiary that issued the blonds. The storm-recovery bonds are payable only 
from and secured by the storm-recovery property. FPL., as the servicer, collects storm-recovery charges on behalf of the 
subsidiary through a surcharge to retail custorriers and remits them to the trustee under the indenture pursuant to which the 
storm-recovery bonds were issued for payment of fees and expenses and payment of principal and interest on the storm- 
recovery bonds. The revenues from the storm-recovery IDonds surcharge and a 2004 storm damage surcharge through which 
FPL had been recovering underrecovered 2004 storm rcsstoratlon costs priior to the issuance of these storm-recovery bonds 
are included in operating revenues on FPL G;roup.'s and FPL's consolidated statements of income. For the years ended 
December 31, 2007, 2006 and 2005, both the mount billed to retail customers related to the 2004 storm damage surcharge 
and the storm-recovery bonds surcharge aimounted to approximately $94 million, $151 million and $155 million, 
respectively. The FPL subsidiary is consolidated for financial reporting purposes; however, the storm-recovery bonds do not 
constitute a debt, liability or other legal obligatioin of, or interest in, FPL or ariy of its affiliates other than the FPL subsidiary that 
issued the storm-recovery bonds. The assets of the FPL subsidiary that issiued the storm-recovery bonds, including the storm- 
recovery property, are not available to pay creditors of FPL or any of its (affiliates other than the subsidiary that issued the 
storm-recovery bonds. 

In connection with this financing, the net proceeds to FPL from the sale of ithe storm-recovery property were used primarily to 
reimburse FPL for its estimated net of tax storm reserie deficiency as of May 31, 2007 (approximately $517 million) and 
provide for a storm and property insurance reSE)rve fund of approximately $127 million net of tax. Securities held in the storm 
and property insurance reserve fund are carried at rrlarket value with inarket adjustments resulting in a corresponding 
adjustment to the storm and property insurance reservf?. 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. The storm and 
property insurance reserve fund is included in special use funds on FPL Gioup's and FPL's consolidated balance sheets and 
was approximately $129 million at December 31, 2007. Upon the issuance of the storm-recovery bonds, the storm reserve 
deficiency was reclassified to securitized storm-recovery costs on FPL Group's and FPL's consolidated balance sheets. As 
storm-recovery charges are billed to customers, the securitized storm-recovery costs are amortized, the amount of which is 
included in storm cost amortization on FPL Group's and FPL's consolidated statements of income. . 
The storm and property insurance reserve of approximately $200 million that was reestablished in the FPSC financing order is 
not reflected in FPL Group's and FPL's consolidated balance sheets as of December 31, 2007 because the associated 
regulatory asset does not meet the specific reclognition criteria under FAS 71. As a result, the storm and property insurance 
reserve will be recognized as a regulatory liability as the !storm-recovery charges are billed to customers and charged to storm 
cost amortization on FPL Group's and FPL's consolidated statements of income. Although FPL Group's and FPL's 
consolidated balance sheets as of December 31, 2007 reflect a storm and property insurance reserve of approximately $16 
million (included in regulatory liabilities - other on FPL Group's and FPL's consolidated balance sheets), FPL has the capacity 
to absorb up to approximately $213 million in future prudently incurred ,storm restoration costs without seeking recovery 
through a rate adjustment from the FPSC. 

In 2006, the FPSC applied a different standiard for rlscovery of 2005 storm costs than was used for the 2004 storm 
costs. Accordingly, the FPSC made certain ad,justmentsi and disallowances to amounts sought to be recovered by FPL. In 
addition, the FPSC allowed FPL to recover interest on ;!005 storm restoration costs. These adjustments and disallowances 
reduced FPL Group's and FPL's net income for 1:he year mded December 3'1, 2006 by approximately $27 million. 

lmpairment of Long-Lived Assets - FPL Group evaluates on an ongoing basis the recoverability of its assets for impairment 
whenever events or changes in circumstances indicate that the carrying amount may not be recoverable as described in 
FAS 144, "Accounting for the Impairment or Disposal of LDng-Lived Assets." See Note 5. 
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Goodwill and Other Intangible Assets - FPL GrDup's gocldwill and other intangible assets are as follows: 

Goodwill: 
Merchant reporting unit 
Wind reporting unit 

Total goodwill 

Other intangible assets: 
Purchase power agreements 
Customer lists 
Other, primarily transmission and land rights,, permits ;and licenses 

Total 
Less accumulated amortization 
Total other intangible assets - net 

Weighted Average 

(Years) 
Useful Lives December 31, 

2007 2006 
(millions) 
-- 
$ 72 $ 72 

17 17 
$ 89 $ 89 
-- -- 

18 
8 

28 

$ 68 $ 59 ' 

28 29 
87 58 ' -- 

183 146 
51 39 -- -- $ 132 $ 107 

FPL Energy has recorded goodwill in its merchant reporting unit related to tihe acquisition of Gexa Corp. in 2005 and in its wind 
reporting unit related to the acquisition of a wind modeling and analysis business in 2006. The acquisitions were accounted for 
using the purchase method of accounting. FF'L Energy's other intangiblet assets are amortized, primarily on a straight-line 
basis, over their estimated useful lives. For the years ended December 311, 2007, 2006 and 2005, amortization expense was 
approximately $12 million, $12 million and $8 rnillion, respectively, and is expected to be approximately $12 million, $1 1 million, 
$1 1 million, $1 1 million and $1 1 million for 200~1,2009,2010,2011 and 201 2, respectively. 

FPL Energy's goodwill and other intangible assets are included in other assets on FPL Group's consolidated balance 
sheets. In accordance with FAS 142, "Goodwill and Other Intangible Assets," goodwill is assessed for impairment at least 
annually by applying a fair value-based test. Other intangible assets are periodically reviewed when impairment indicators are 
present to assess recoverability from future operations using undiscounted future cash flows in accordance with FAS 144. 

Stock-Based Compensation - On January 1.2006, FPL Group adopted FAS 123(R). "Share-Based Payment." The statement 
requires costs related to share-based payment transactions to be recognized in the financial statements based on grant-date 
fair value. Because FPL Group adopted the fair value recognition provisions of FAS 123, "Accounting for Stock-Based 
Compensation," on January 1, 2004, the adoption of FAS 123(R) did not have a significant effect on FPL Group's financial 
statements. See Note 12 - Stock-Based Compensation. 

Retirement of Long-Term Debt - Gains and losses that result from differences in FPL's reacquisition cost and the book value 
of long-term debt which is retired are deferred and amortized to interest expense ratably over the remaining life of the original 
issue, which is consistent with its treatment in the ratemzlking process. FPL. Group Capital Inc (FPL Group Capital) recognizes 
as expense any such excess at time of retirement. 

lncome Taxes - Deferred income taxes are provided or1 all significant temporary differences between the financial statement 
and tax bases of assets and liabilities. In connection witli the tax sharing algreement between FPL Group and its subsidiaries, 
the income tax provision at each subsidiary reflects the use of the "separatei return method," except that tax benefits that could 
not be utilized on a separate return basis, but are utilized on the consolidated tax return, are recorded by the subsidiary that 
generated the tax benefits. Any remaining cclnsolidated income tax benefits or detriments are recorded at the corporate 
level. Included in other regulatory assets on FPL Group's and FPL's consolidated balance sheets is the revenue equivalent of 
the difference in accumulated deferred income taxes cornputed under FAS 109, "Accounting for Income Taxes," as compared 
to regulatory accounting rules. This amount totaled $61 million and $26 million at December 31, 2007 and 2006, respectively, 
and is being amortized in accordance with the regulatory treatment over the estimated lives of the assets or liabilities for which 
the deferred tax amount was initially recognized. Investment tax credits (IlCs) for FPL are deferred and amortized to income 
over the approximate lives of the related proplsrty in accordance with the regulatory treatment. At December 31, 2007 and 
2006, deferred ITCs were approximately $31 million and $46 million, respectively, and are included in other regulatory liabilities 
on FPL Group's and FPL's consolidated balanc:e sheets FPL Energy recognizes ITCs as a reduction to income tax expense 
when the related energy property is placed irlto servicle. Production tax credits (PTCs) are recognized as wind energy is 
generated and sold based on a per kwh rate prescribed in applicable federal and state statutes. PTCs generated by certain 
wind operations of FPL Energy are recorded as a reduction of current income taxes payable, unless limited by tax law in which 
instance they are recorded as deferred tax assets. A valuation allowance is recorded to reduce the carrying amounts of 
deferred tax assets unless it is more likely than inot that s Jch assets will be realized. All tax positions taken by FPL Group in its 
income tax returns that are recognized in the financial statements must satisfy a more-likely-than-not threshold established 
under FIN 48, "Accounting for Uncertainty in Income Taxes -an interpretation of FASB Statement No. 109." See Note 6. 
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Guarantees - FPL Group and FPL each account for payment guarantees and related contracts, for which it or a subsidiary is 
the guarantor, under FIN 45, "Guarantor's Accounting and Disclosure Requirements for Guarantees Including Indirect 
Guarantees of Indebtedness of Others," which requires that the fair value of guarantees provided to unconsolidated entities 
entered into after December 31,2002 be recorded on the balance sheet. See Note 16 - Commitments. 

Variable Merest Entities (VIES) - FIN 46(R) requires FPL Group and FPL to assess the variable interests they hold and 
determlne if those entities are VIES. See Note 0. 

2. Point Beach Nuclear Power Plant 

In September 2007, FPL Energy acquired Point Beach, a two-unit, l,Oi!3 mw nuclear facility located in Wisconsin. The 
acquisition of Point Beach supports FPL Energy's business strategy to build its portfolio in part through asset acquisitions and 
provides additional diversity to FPL Group's generating fleet. The transaction was financed using general funds of FPL Group , 

Capital. Since September 2007, Point Beach's results have been included in FPL Group's consolidated financial 
statements. The following table summarizes tho estimated fair value of the assets acquired and llabilities assumed at the date 
of acquisition (millions). The purchase price allcications are preliminary and subject to revision. 

Property, plant and equipment 
Nuclear fuel 
Current assets 
Special use funds 
Other noncurrent assets 

Total assets acquired 
Current liabilities 
Asset retirement obligation 
Other noncurrent liaibilities 

Total liabilities assumed 
Net assets acquiredl 

$ 961 
137 
48 

390 
42 

1,578 
10 

225 
41 0 
645 

$ 933 - 
3. Employee Retirement Benefits 

Employee Benefit Plans and Other Postretirement Plan - FPL Group sponsors a qualified noncontributory defined benefit 
pension plan for substantially all employees of FPL Group and its subsidiaries, including Duane Amold since January 2006 and 
Point Beach since September 2007. FPL Group allocate!; net periodic pension benefit income to its subsidiaries based on the 
pensionable earnings of the subsidiaries' employees. FPL Group also has i3 supplemental executive retirement plan (SERP), 
which includes a non-qualified supplemental defined benefit pension complonent that provides benefits to a select group of 
management and highly compensated employees. FPL Group allocates nlet periodic SERP benefit costs to its subsidiaries 
based upon actuarial calculations by participant. The impact of this SERP component is included within pension benefits in the 
following tables, and was not material to FPL Group's financial statements for the years ended December 31, 2007, 2006 and 
2005. In addition to pension benefits, FPL Group sponsois a contributory postretirement plan for health care and life insurance 
benefits (other benefits) for retirees of FPL GFOUP and its subsidiaries meeting certain eligibility requirements. FPL Group 
allocates other benefits net periodic benefit costs to its subsidiaries based' upon the number of eligible employees at each 
subsidiary. 

Implementation of FAS 158, "Employers' Accounting for Defined Benefit Pension and Other Postretirement Plans" - FPL 
Group adopted the recognition and disclosure provisions of FAS 158 effective December 31, 2006. The measurement date 
provisions of FAS 158 require that FPL Group measure plan assets and liabillities as of its year end no later than December 31, 
2008 with any resulting adjustments to plan ,assets, benefit obligations, and accumulated other comprehensive income 
recorded to retained earnings. Since FPL Group is the pian sponsor, and its subsidiaries do not have separate rights to the 
plan assets or direct obligations to their employees, the results of irnplemenling all provisions of FAS 156 are reflected at FPL 
Group and not allocated to the subsidiaries. The portion of previously unreicognized actuarial gains and losses, prior service 
costs or credits and transition assets or obligations related to the reccgnitioin provision of FAS 158 that were estimated to be 
allocable to FPL as net periodic benefit (income) cost in future periods and that otherwise would have been recorded in 
accumulated other comprehensive income were classified as regulatory assets and liabilities at FPL Group in accordance with 
regulatory treatment. In addition, adjustments to accumulated other compriahensive income as a result of implementing the 
measurement date provisions of FAS 158 that are estimated to be allocable? to FPL will be recorded as an adjustment to the 
previously established regulatory assets and liabilities. 

67 



FPL GROUP, INC:. AND FLORIDA POWER 8 LIGHT COMPANY 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

FPL Group currently uses a measurement date of September 30 for its pension and other benefits plans. In lieu of 
remeasuring plan assets and obligations as aC January 1, 2008, FPL Group has elected to calculate the net periodic benefit 
(income) cost for the fifteen-month period from September 30, 2007 to December 31, 2008 using the September 30, 2007 
measurement date. Upon adoption of the measurement date provisions, FPL Group will record an adjustment to increase 
2008 beginning retained earnlngs by approxirnately $1 3 million representing three-fifteenths of net periodic benefit (income) 
cost for the fifteen-month period from Septernber 30, 2007 to December 31, 2008. Included in the adjustment to retained 
earnings is approximately $1 million related to the reduction in accumulaied other comprehensive income and approximately 
$3 million related to the reduction in net regulatory liabilities. 

Plan Assets, Benefit Obligations and Funded Status -- The following table summarizes the changes in assets and benefit 
obligations of the plans and a reconciliation of the plans' funded status to the amounts on the consolidated balance sheets: 

Pension Benefits Other Benefits , -- 2007 2006 -- 2007 2006 
(millions) 

Change in plan assets: 
Fair value of plan assets at October 1 of prior year . Actual return on plan assets 

Employer contributions 1.1 
Transfers for retiree medical expenses la) 

Acquisitions 
Participant contributions 
Benefit payments (.) 

Fair value of plan assets at September 30 

Change in benefit obligation: 
Obligation at October 1 of prior year 

Service cost 
Interest cost 
Participant contributions 
Plan amendments lo) 
Acquisitions 
Actuarial gains - net 
Benefit payments 

Obligation at September 30 Id) 

Funded status at September 30 
Other 
Prepaid (accrued) benefit cost at FPL Group at Decemblsr 31 
Prepaid (accrued) benefit cost at FPL at December 31 

$ 3,243 $ 3,120 $ 48 $ 49 
445 250 6 1 

1 27 30 
(26) (24) 
33 13 

5 5 
(118) (117) (37) (37) 

$ 3,577 $ 3,243 $ 49 $ 48 -- - 
$ 1,621 $ 1,599 

50 51 
94 87 

(1 1 (1 1 
42 

(36 1 (36 1 
38 

$ 425 $ 435 
5 '  6 

24 23 
5 4 

5 6 
(21 1 (12) 

(118) (117) (37j (37j 
$ 1,652 $ 1,621 $ 406 $ 425 -- -- 
$ 1,925 $ 1,622 $ (357) $ (377) 

$ 1,897 $ 1,596 $ (349) $ (371) 
(28) (26) 8 6 -- 

$ 901 $ 851 $ (286) $ (286) - -- 
( I )  

(b) 

(C) 

(d) 

Employer contrlbutlons and beneRts paid include only those amouiits contributed directly to, or paid directly from, plan assts. FPL's portion of contrlbutlons 
related to other benefits was $25 milllon and $27 mllion for the 2037 and 2006 plan years presented, respectlwly. 
Represents amounts that were transferred from the quiallfled pens on plan as reimbursement for eliglble retiree medical expenses paid by FPL Group 
pursuant to the provisions of the Internal Revenue Code (IRC). 
Prlmarlly relates to union negotiated credlts, IRC transfers and various SERP amendmentrr. 
FPL Group's accumulated beneflt obllgatlon. which includes no assumption about future Compensation levels, for Its pension plans at September 30, 2007 
and 2006 was $1,601 mlilion and $1,573 mlllion, respectively. 
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FPL Group's and FPL's prepaid (accrued) benefit cost shown above are included in the consolidated balance sheets as 
follows: 

FPL Group FPL -- 
Plension Benefits Other E3enefits Pension Benefits Other Benefits 
21007 2006 -2006 2007 2006 2007 2006 

(millions) 
---- -- -- -- 

Prepaid benefit costs 
Accrued benefit cost included 

in other current liabilities 
Accrued benefit cost included 

in other liabilities 
Prepaid (accrued) benefit cost 

at December 31 

$ 1,911 $1,608 $ - $  - $ 9 0 7 $ 8 5 7 $  - $  - 

(13) (11) (319) (342) (5) (6) (261) (286). 

$ ,1,897 $1,596 $ (349) $ (371) $ 901 $ 851 $ (286) $ (286) 

- 
I- I- 

FPL Group's unrecognized amounts Included in accumulated other comprehensive income (loss) yet to be recognized as 
components of prepaid (accrued) benefit cost are as follows: 

Pension Benefits Other Benefits 
2007 2006 2007 2006 

(millions) 
---- 

Components of accumulated other comprehensiive income: 
Unrecognized prior service benefit 

Unrecognized transition obligation 

Unrecognized gain (loss) 

(net of $1 tax expense in 2006) $ 1 $ 1 $  - $  - 
(net of $1 and $1 tax benefit, respectively) (2 1 (2 1 

142 100 2 (1) 
(net of $90 and $63 tax expense 
and $2 and $4 tax benefit, respectively) --- 

Total $ 143"' $ 101 $ - $ (3) 

1.) Approximately 58 million of gains and 51 mllllon of prior sewice benefits will be reclassifled into earnings within the next 12 months. 

FPL Group's unrecognized amounts included in regulatory assets (liabilitiies) yet to be recognized as components of net 
prepaid (accrued) benefit cost are as follows: 

Regulatory Liabilities Regulatory Assets 
(Pension) (SERP and Other) 

2007 - 2006 2007 2006 
(millions) 

$ Unrecognized prior service (benefit) cost (:7) $ (10) $ 14 2 
2 $  17 

10 27 
$ (72:1)(') $ (548) $ 26Ib1 $ 46 

Unrecognized transition obligation 

Total 
Unrecognized (gain) loss (714) (538) 

I 

I.) Approximately 53 million of prior service beneflts and $21 mllllon of giilns will be reclassified irito earnings within the next 12 months. 
lb) Approximately 53 million of transition obllgatbns will be mclasslfled into earnings within the ncmt 12 months. 

The following table provides the weighted-average assuimptions used to determine benefit obligations for the plans. These 
rates are used in determining net periodic benefit cost in the following year. 

Discount rate 
Rate of compensation increase 

Pension Benefits Other Benefits 
2007 2006 2007 2006 

6.25% 5.85% 6.35% 5.90% 
4.00% 4.00% 4.00% 4.00% 

- - - -  
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A 7.5% annual rate of increase in the per capita cost of covered medical benefits and a 9.5% annual rate of increase in the per 
capita cost of covered prescription drug benellts was assumed for 2008. The rates are assumed to decrease gradually to 
5.5% by 2012 and 2016 for medical and prescription drug benefks, respectively, and remain at that level thereafter. Assumed 
health care cost trend rates have an effect on the amounts reported for postretirement plans providing health care benefits. An 
increase or decrease of one percentage point in assumed health care cost trend rates would have a corresponding effect on 
the other benefits accumulated obligation of approximately $6 million and $5 million, respectively, at September 30, 2007. 

FPL Group's current investment policy for the pension plan recognizes the benefit of protecting the plan's funded status, 
thereby avoiding the necessity of future employer contributions. Its broad objectives are to achieve a high rate of total return 
with a prudent level of risk taking while mainta,ining sufiicient liquidity and diversification to avoid large losses and preserve 
capital. 

FPL Group's pension plan fund has a strategic asset allocation that currently targets a mix of 45% equity investments, 45% 
fixed income investments and 10% convertiblo bonds. The fund's investment strategy emphasizes traditional investments, 
broadly diversified across the global equity and fixed inalme markets, utilizing a combination of different investment styles and 
vehicles. The pension fund's equity investments include direct equity holdings and assets classified as equity commingld 
vehicles. Similarly, its fixed income investments include direct debt security holdings and assets classified as debt securlty 
commingled vehicles. These equlty and debt security commingled vehicles include common and collective trusts, pooled 
Feparate accounts, registered investment companies or other forms of pooled investment arrangements. 

With regard to its other benefits plans, FPL Group's policy is to fund claims as incurred during the year through FPL Group 
contributions, participant contributions and plan assets. The other benefits plans' assets are invested with a focus on assuring 
the availability of funds to pay benefits while maintaining sufficient diversification to avoid large losses and preserve 
capital. The other benefits plans' fund has a strategic asset allocation that currently targets a mix of 60% equity investments 
and 40% fixed income investments. The fund's investment strategy emphasizes traditional investments, diversified across the 
global equity and fixed income markets. The fund's equity investments are comprised of assets classified as equity 
commingled vehicles. Similarly, its fixed income investments are comprised of assets classified as debt security commingled 
vehicles. These equity and debt commingled vehicles include common and collective trusts, pooled separate accounts, 
registered investment companies or other forms of pooled investment arrangements. 

At September 30, the asset allocation for FPL Group's pension and other benefits funds were as follows: 

Asset Category 
Equity 
Equity commingled vehicles 
Debt securities 
Debt security commingled vehicles 
Convertible bonds 
Total 

Other Benefits 
Pension Fund Fund 

2007 2006 2007 2006 ---- 
11% 12% 
34 35 
27 26 
18 19 
10 8 - --- 

100% 100% 100% 2% - 

-% -% 
62 66 

38 34 

Expected Cash Flows - In December 2007, $28 million vvas transferred from the qualified pension plan as reimbursement for 
eligible retiree medical expenses paid by FPL Group during the year pursuant to the ,provisions of the IRC. FPL Group 
anticipates paying approximately $30 million for eligible retiree medical expenses on behalf of the other benefits plan during 
2008 with substantially all amounts being reimbursed through a transfer of assets from the qualified pension plan. 

The following table provides information about benefit p<ayments expected to be paid by the plans, net of government drug 
subsidy, for each of the following calendar years: 

Pension Other 
Benefits Benefits 

(millions) 

2008 
2009 
2010 
201 1 
2012 
201 3-201 7 
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$ 138 $ 35 
$ 136 $ 36 
$ 144 $ 36 
$ 148 $ 36 
$ 154 $ 35 
$ 798 $ 154 
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Net Periodic Cost -The following table provides the components of net periodic benefit (income) cost for the plans: 

Pension Benefits Other Benefits 
2007 2006 2005 2007 2006 2005 - - - - - - -  

(millions) 
Service cost 
Interest cost 
Expected return on plan assets 
Amortization of transition obligation 
Amortization of prior service benefit 
Amortization of (gains) losses 
Other 
Net periodic benefit (income) cost at FPL Group 
Net periodic benefit (income) cost at FPL 

$ 5 0  $ 5 1  $ 5 2  $ 5 $ 6 $ 8 
94 86 87 24 23 25 

4 4 3 

4 

(221) (213) (211) (3 1 (3) (3 1 
(4 1 (5) (5 1 

(18) (16) (15) 

Other Comprehensive Income - The following table provides the components of net periodic benefit (income) cost recognized 
in other comprehensive income for the plans: 

Pension Benefits Other Benefits ---- 2007 2006 2007 2006 

Prior service benefit 
(net of $1 tax expense for 2006) 

Transition obligation 
(net of $1 tax benefit for 2006) 

Net gains (losses) 
(net of $28 and $63 tax expense 
and $2 tax expense and $4 tax benefit, respectively) 

Amortization of prior service benefit 
Amortlzation of net galns 

(net of $2 tax benefit for 2007) 
Total 

(millions) 

$ - $ I  $ - $  - 

Regulatory Assets (Liabilities) - The following table provides the components of net periodic benefit (income) cost recognized 
during the year in regulatory assets (liabilities) for the plans: 

Regulatory 
Liabilities Regulatory Assets 

, (Pension) (SERP and Other) 
2007 2006 2007 2006 

(millions) 
---- 

Prior service (benefit) cost 
Transition obligation 
Unrecognized (gains) losses 
Amortization of prior service benefit 
Amortization of gains 
Amortization of transition obligation 
Total 

$ - $ ( I O ) $  - $  2 
17 

(17) 27 (190) (538) 
3 

14 
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The following table provides the weighted-average assumptions used to dletermine net periodic benefit (income) cost for the 
plans: 

Pension Benefits Other Beneflts 
2007 2006 2005 2007 2006 2005 - -- - 

Discount rate 
Salary increase 
Expected long-term rate of retum I.) 

5.85% 5.50% 
4.00% 41.00% 
7.75% 7.75% 

5.50% 
4.00% 
7.75% 

5.90% 5.50% 5.50% 
4.00% 4.00% 4.00% 
8.00% 7.75% 7.75% 

(a) in developing the expected long-term rate of return on assets assmption for Its plans. FPL Group evaluated input from Its actuaries as well as lnformatbn 
available in the marketplace. FPL Group considered tho 10-year arid 20-year historical median returns for a portfolio wRh an equlty/bond asset mix similar to 
its funds, FPL Group also considered its funds' historical compounded returns. No specific ;adjustments were made to rellect expectations of future returns. 

Assumed health care cost trend rates have an effect on the amounts reported for postretirement plans providing health care 
benefits. An increase or decrease of one percimtage point in assumed health care cost trend rates would have affected the 
total service and interest cost recognized at September 30, 2007 by less than $1 million. 

Employee Contribution Plans - FPL Group offers employee retirement savings plans which allow eligible participants to 
contribute a percentage of qualified compensation throLigh payroll deductions. FPL Group makes matching contributions to 
participants' accounts. Defined contribution expense puisuant to these plans was approximately $35 million, $32 million and 
$27 million for FPL Group ($27 million, $26 million and $25 million for FPL) ,for the years ended December 31, 2007,2006 and 
2005, respectively. See Note 12 - Employee Stock Ownforship Plan. 

4. Derivative Instruments 

Derivative instruments, when required to be marked to market under FAS, 133, "Accounting for Derivative Instruments and 
Hedging Activities," as amended, are recorded on FPL C;roup's and FPL's consolidated balance sheets as either an asset or 
liability measured at fair value. 

FPL Group and FPL adopted FSP FIN 39-1, "Amendment of FASB Interpretation No. 39," effective December 31,2007, which 
amended certain provisions of FIN 39, "Offsetting of Amounts Related to Certain Contracts," and required the offsetting of 
amounts recognized for the right to reclaim andl obligation to return cash collateral against amounts recognized for derivative 
instruments executed with the same counterparty under the same master netting arrangement when such offsetting derivative 
positions are presented on a net basis. FSP FIN 39-1 required retrospective application for all prior periods presented and, 
accordingly, FPL Group and FPL's consolidated balance !;he& line items decreased by the following amounts: 

Other current assets 
Current derivative assets 
Other current liabilities 
Current derivative liabilities 
Other liabilities 

December 31,2006 
FPL Group FPL 

(millions) 
$ 151 $ 103 
$ 18 $ -  
$ 18 $ -  
$ 149 $ 103 
$ 2  $ -  
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FPL Group's and FPL's mark-to-market derivative instrument assets (liabilities) are included in the consolidated balance 
sheets as follows: 

Current derivative assets I*) 
Noncurrent other assets 
Current derivative liabilities (b) 

Noncurrent derivative liabilities 
Total mark-to-market derivative instrument 

assets (liabilities) 

FPL Group FPL 
. December31, December 31, 

2006 - 2007 2006 2007 .- - 
( m i l l i o m r  

(289) (995 1 (182) (677) 

:$ 182 $ 358 $ 83 $ 4 
99 78 

(351) (105) (5)(d) 

I$ (359) $ (664) $ (104) $ (674) ' 

('1 At December 31,2007 and 2006. FPL Group balances refl~ct the nettirig of $4 millkn and $18 inlllon (none at FPL), respectlvdy, In obllgatlons to return rnargln 
cash collateral. 
At December 31,2007 end 2006, FPL Group balances relect the netting of 543 million and $149 mAllon ($16 mHllon and $103 mllllon at FPL), respectively, In 
tights to redalrn margin cash colbterd. 

e) At December 31,2007 and 2008. FPL Group balances refli9d the nanirg of$ l  milllon and $2 mlUlon (nom, at FPL), respectively, In tights to reclalm margin cash 
dlatenl. 

fd) Included In other liabilkks on FPL's consolIdatad balance sheets. 

FPL Group and FPL use derivative instruments (primarily swaps, options and forwards) to manage the commodity price risk 
Inherent in the purchase and sale of fuel and elelctricity, a:; well as interest rate risk associated with long-term debt. In addition, 
FPL Group, through FPL Energy, uses derivatives to optimize the value of power generation assets. FPL Energy provides full 
energy and capacity requirements services prirriarily to distribution utilities, which include load-following services and various 
ancillary services, in certain markets and engages in energy trading activiticts to take advantage of expected future favorable 
price movements. At FPL, substantially all ch,anges in fair value are delferred as a regulatory asset or liability until the 
contracts are settled, and upon settlement, any gains lor losses are passed through the fuel and purchased power cost 
recovery clause (fuel clause) or the capacity cost recovery clause (capacity clause). For FPL Group's non-rate regulated 
operations, predominantly FPL Energy, essentially all changes in the derivatives' fair value for power purchases and sales and 
trading activities are recognized on a net basis in operating revenues; fuel piurchases and sales are recognized on a net basis 
in fuel, purchased power and interchange expense; and the equity method investees' related activity is recognized in equity in 
earnings of equity method investees in FPL Group's consolidated statements of income unless hedge accounting is 
applied. While most of FPL Energy's derivative transactions are entered into for the purpose of managing commodity price 
risk, hedge accounting is only applied where specific criteria are met and it is practicable to do so. In order to apply hedge 
accounting, the transaction must be designated as a hedge and it must be highly effective in offsetting the hedged 
risk. Additionally, for hedges of commodity price risk, physical delivery for forecasted commodity transactions must be 
probable. FPL Group believes that where offsetting positions exist at the same location for the same time, the transactions are 
considered to have been netted and therefore plhysical delivery has been deemed not to have occurred for financial reporting 
purposes. Transactions for which physical delivery is deemed to have not occurred are presented on a net basis. Generally, 
the hedging instrument's effectiveness is assessed utilizing regression analysis at the inception of the hedge and on at least a 
quarterly basis throughout its life. 

At December 31, 2007, FPL Group had cash flow hedges with expiration dates through December 2012 for energy contract 
derivative instruments, and interest rate cash flow hedges with expiration dates through January 2022. The effective portion of 
the gain or loss on a derivative instrument designated as a cash flow hedge is reported as a component of OCI and is 
reclassified into earnings in the period@) during which the transaction being hedged affects earnings. The ineffective portion 
of net unrealized gains (losses) on these hedges is reported in earnings in the current period and amounted to $3 million, $31 
million and ($33) million for the years ended December 31, 2007, 2006 and 2005, respectively. Settlement gains and losses 
are included within the line items in the statements of income to which they relate. 

Unrealized mark-to-market gains (losses) on derivative transactions reflected in the consolidated statements of income for both 
consolidated subsidiaries and equity method investees are as follows: 

Consolidated subsidiaries 
Equity method investees 

Years Ended December 31, 
2007 2006 2005 

(millions) 
$ (134) $ 173 $ (191) 
$ 1 $ (24) $ 1 

73 



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

5. Restructuring and Impairment Charges 

FPL Enemy - During the fourth quarter of 20015, FPL Energy recorded an impairment charge of approximately $8 million ($4 
million after-tax), related to a coal plant in California, the fair value of which1 was determined based on a discounted cash flow 

. analysis. The impairment charge is related to urnfavorable market pricing and accelerated equipment deterioration due to a design 
flaw in the steam boiler and fluctuations in output requirements. 

During 2005, FPL Energy recorded a net gain of approximately $13 million ($13 million after-tax) related to the termination of a gas 
supply contract at one of its investments in joint ventures. The gain is included in equity in earnings of equity method investees in 
FPL Group's consolidated statements of income. This agreement was terminated in connection with an amended power purchase 
agreement that allows the investee to source power from the wholesale market. 

Corporate and Other - In 2007, as a result of an impending migration to iP more efficient form of networking technology for . 
FPL, FPL FiberNet, LLC (FPL FiberNet) performed an impairment analysis of existing assets used to provide long-haul 
services to FPL. Due to the reduction in revenue associated with the significant change in the expected useful life of these 
assets, FPL FiberNet recorded an impairment charge of approximately $4 million ($2 million after-tax). 

In 2006, as a result of significant changes in the business climate, FPL FiberNet performed an impairment analysis and concluded 
that an impairment charge related to its metropolltan (metro) market assets, primarily property, plant and equipment and inventory, 
was necessary. The business climate changes iricluded customer consolidations, migration to a more efficient form of networking 
technology and lack of future benefits to be achieved throLigh competitive pricing, all of which had a negative impact on the value 
of FPL FiberNet's metro market assets. While the metro market business was expected to continue to generate positive cash 
flows, management's expectation of the rate of future grclwth in cash flows was reduced as a result of these business climate 
changes. Accordingly, FPL FiberNet recorded an impairmcsnt charge of approximately $98 million ($60 million after-tax) based on 
a discounted cash flow analysis. 

6. Income Taxes 

The comonents of income taxes are as follows: 
FPL Group FPL 

Years Ended December 31, Years Ended December 31, 
2007 2006 2005 2007 2006 2005 - - - - - - -  

Federal: 
Current 
Deferred 
Amortization of ITCs - FPL 

Total federal 
State: 

Current 
Deferred 

Total slate 
Total income taxes 

(millions) 
g (35)'') $ 41 $ 26 $ 98 5 360 $ (80) 

356 37fi 234 302 12 445 
(15) xi) 719) (15) (16) (19) 

- - . - - - -  306 364 241 385 356 346 

22 53 (24 I 
44 15 86 46 1 tl 108 

62 33 41 66 68 62 
$ 368 8 397' $ 282 $ 451 $ 424 $ 408 

16'" 1 fi  (67) - - . - - - -  - - - - - -  
- - I - - - -  

(') Includes FIN 48 Income taxes. 

A reconciliation between the effective income tar: rates and the applicable statutory rates is as follows: 

FPL Gi*oup FPL 
Years Ended December 31, Years Ended December 31, 

2007 __ 2005 2007 2006 2005 - 2006 - - - - 
Statutory federal income lax rate 
Increases (reductions) resulting from: 

State Income taxes - net of federal income tax benefit 
Allowance for other funds used during construction 
Amortization of ITCs - FPL 
PTCs and lTCs - FPL Energy 
Manufacturers' deduction 
Amortization of deferred regulatory credit - income taxes 
Other - net 

Effective income lax rate 
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The income tax effects of temporary differences giving rise to consolidated deferred income tax liabilities and assets are as 
follows: 

Deferred tax liabilities: 
Property-related 
Investment-related 
Pension 
Deferred fuel costs 
Storm reserve deficiency 
Other 

Total deferred tax liabilities 

Deferred tax assets and valuation allowance: 
Decommissioning reserves 
Regulatory liability - pension . Postretirement benefits 
Net operating loss carryforwards 
Tax credit carryforwards 
ARO and asset removal cost 
Other 
Valuation allowance Ib) 

Net deferred tax assets 
Net accumulated deferred income taxes 

FPL Group FPL 
December 31, December 31, 

2007 2006 2007 2006 
Imillions) 

- - - -  
$ 4,833 

156 
737 
77 
321 
344 

6,468 
- - 

289 
278 
151 
68 
509''I 
837 
650 
(48) 

2 734 
$ 3,734 
A - 

(a) Amount Is presented net of $140 miillon of tax carryforwards that are amlable to offiet the FPL IGroup FIN 48 Iiabilky. 
Ib) Amount relates to the deferral of state tex credh and state operating loss carryforwards. 

Deferred tax assets and liabilities are included in the consolidated balance sheets as follows: 

Other current assets 
Other current liabilities 
Accumulated deferred income taxes 
Net accumulated deferred income taxes 

$ 4,663 
164 
61 7 
56 
31 1 
41 3 

6,224 

277 
21 1 
172 
80 
54 1 
81 5 
732 
(36) 

2,792 
$ 3,432 

- - 

- 

FPL Group 
December 31, 

2007 2006 - -  

$ 3.295 

350 
77 
321 
162 

4,205 

289 

132 

- 

752 
353 

1,526 
$ 2,679 

- 
- 

$ 3,293 

330 
56 
31 I 
138 

4,128 

277 

125 

- - 

725 
429 

1 556 
$ 2,572 

- 
+ - 

FPL 
December 31, 

2007 2006 - -  
(millions) 

1 
$ 8 7  $ 1 $ 3 7  $ 

11 
3,821 3,432 2,716 2,561 

- - - - J  $ 3,734 $ 3,432 $ 2,679 $ 2,572 
- - - -  

The components of FPL Group's deferred tax assets relating to net operating loss carryforwards and tax credit carryfolwards at 
December 31,2007 are as follows: 

Net operating loss carryforwards -state 

Tax credit carryforwards: 
Federal 
State 

Net tax credit carryforwards 

Amount 
(millions) 

$ 68 - 
Expiration 

Dates 

2020-2027 

$ 4601') 2024-2027 
49 2009-201 4 

$ 509 

(a) Amount is presented net of $149 million of tax carryforwar& that are avsilabie to offiet the FIN 48 liabilky. 
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On January 1, 2007, FPL Group and FPL adopted Flhi 48. The interpretation prescribes a more-likely-than-not recognition 
threshold and establishes new measurement requireinents for financial1 statement reporting of an entity's income tax 
positions. The adoption of FIN 48 on January 1, 2007 did not have a significant cumulative effect on FPL Group's and FPL's 
beginning retained earnings or other components of common shareholden' equity. Upon adoption, FPL Group recognized, 
primarily by reclassification from accumulated deferred income taxes, approximately $31 6 million ($274 million for FPL) of 
liabilities for unrecognized tax benefits which are included in the conscllidated balance sheets as other liabilities. As of 
December 31, 2007, approximately $249 million of tax carryforwards and deposits that are available to offset tax adjustments 
have been netted against the FPL Group FIN 48 liability. Prior to the netting against unrecognized tax benefits, these tax 
carryforwards and deposits were reported as a compclnent of accumulated deferred income taxes and other assets. The 
majority of the liabilities for unrecognized tax benefits represent tax positions for which the ultimate deductibility is highly 
certain but for which there is uncertainty about the thing of such deductibility. A disallowance of the shorter deductibility 
period for these tax positions would not affect the annual effective income 1:ax rate. Included in the liabilities for unrecognized 
tax benefits at December 31, 2007 is approximately $9 rrlillion at FPL Group ($7 million at FPL) that, if disallowed, could impact 
the annual effective income tax rate. 

FPL Group recognizes interest income (expense) related to unrecognized tax benefits (liabilities) in interest income and 
interest charges, respectively, net of the amount deferred at FPL. At FPL, the offset to accrued interest receivable (payable) 
on income taxes is classified as a regulatory liability (regulatory asset) which will be amortized to income (expense) over a five- 
year period upon settlement in accordance with regulatory treatment. At December 31, 2007, FPL Group accrued 
approximately $91 million for net interest receivable ($28 million for FPL). For the year ended December 31, 2007, FPL Group 
recorded $24 million of interest, $13 million of which was recognized as inteirest income in FPL Group's consolidated statement 
of income and $1 1 million in regulatory liabilities on FPL Group's and FPL's iconsolidated balance sheets. 

A reconciliation of unrecognized tax benefits is as, follows: 

FPL Group FPL 
(millions) 

Balance at January I, 2007 $ 316 $ 274 
Additions based on tax positions related to the current year 71 71 
Additions for tax positions of prior years 13 13 
Reductions for tax positions of prior years (80 1 (77) 
Balance before tax carryforwards and deposits 320 28 1 
Tax carryforwards and deposits (249) 

$ 281 - $ 71 - Balance at December 31,2007 

FPL Group and its subsidiaries file income tax retums in the US. federal jurisdiction and various states, the most significant of 
which is Florida. FPL Group and FPL are no longer subject to US. federal, state and local examinations by taxing authorities 
for years before 1988. FPL Group is disputing certain adjustments proposeld by the Internal Revenue Service (IRS) to its US. 
income tax returns for 1988 through 2002. These IRS proposed adjustrnents primarily relate to FPL Group's and FPL's 
method for capitalizing indirect service costs and certain deductions for repairs. Additionally, income tax retums for 2003 
through 2006 are still subject to examination. As such, tlie amount of unrecognized tax benefits and related interest accruals 
may change within the next twelve months. FPL Group and FPL do not expect these changes to have a significant impact on 
FPL Group's or FPL's financial statements. 
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7. Comprehenshte Income 

The following table provides the components of FPL Group’s comprehensive income and accumulated other comprehensive 
income (loss): 

Balances, December 31,2004 
Net Income of FPL Group 
Net unrealked gains (losses) on commodity cash flow hedges: 

Effective portion of net unrealized losses 

Redassfidon from OCI to net Income 
(net of $143 tax benefit) 

(net of $37 tax expense) 

(net of $3 tax expense) 

(net of $1 tax expense) 

Net unrealked gains (losses) on Interest rate cash flow hedges: 
EffecHM portlon of cat unrealized gains 

ReclassiRcation from OCI to net Income 

Net unrealized losses on available for sale securities 
(net of $0.4 tax benefit) 

SERP llabllity adjustment 
(net of $2 tax expense) 

Balances, December 31,2005 
Net Income of FPL Group 
Net unrealized gains (losses) on commodity cash now hedges: 

‘ 

Effective portion of net unrealized gains 

Reclassikation from OCI to net income 

ReclassiRcation from OCI to net Income 

(net of $106 tax expense) 

(net of $23 tax expense) 

(net of $0.6 tax expense) 

Net unrealked gains (losses) on Interest rete cash flow hedges: 

Net unrealked gains on available for sale securlties 
(net of $12 tax expense) 

SERP liability adbstment 
(net of $1 tax expense) 

Denned benefit pension and other beneRt plans 
(net of $59 tax expense) 

Balances, December 31,2006 
Net Income of FPL Group 
Net unrealked gains (losses) on commodity cash flow hedges: 

Effective portion of net unrealized losses 
(net of $37 tax benefit) 

ReclassiRcaUon from OCI to net Income 
(net of $16 tax expense) 

Effective portion of net unrealized losses 
(net of $13 tax benefit) 

Reclassincation from OCI to net Income 
(net of $2 tax beneft) 

(net of $s tax expense) 

(net of $28 tax expense) 

Net unrealbed gains (losses) on Interest rate cash flow hedges: 

Net unrealked gains on avallabte for sale securitles 

Defined benefit pension and other benefit plans 

Balances, December 31,2007 

Accumulated 
Other Comprehensive Income (Loss) 

Net Unrealized 
Gains (Losses) Pension and 

Comprehensive Net On Cash Other 
Income FlowHedges Benefits Other Total Income 

$ 901 $ 901 

(millions) - 
S (67) $ - $ 21 0 (46) 

- .  

$ 1.281 

$ 1,312 

4 

2 

- 
(215) 

155 

34 

1 

(55 1 

23 

- 155 

34 

1 

I 9  19 

I 1 

- 98 
98 42 115 
98 - - 

- (55) 

- 23 

155 

34 

1 

19 

1 

$ 1,491 
$ 1,312 
- 

(55) 

23 

(19) 

(5 ) 

12 

45 
$ 1,313 - 

1.1 Appmximately $27 million of losses will be reclasskd Into earnings within the next 12 monlths as ekher the hedged fuel Is consumed. electrlclty Is sold or Interest 
payments are made. Such amount essumes no change In fuel prices, pwver prices or Interest rates. 

Ib) Approximately $3 mHllon of gains will be redassmed Into (earnings wHiin the next 12 months. 
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8. Jointly-Owned Electric Plants 

Certain FPL Group subsidiaries own undivided interests in the jointly-owned facilities described below, and are entitled to a 
proportionate share of the output from those facilities. FPL and FPL Energy are responsible for their share of the operating 
costs, as well as providing their own financing. Accordingly, each subsidiary includes its proportionate share of the facilities 
and related revenues and expenses in the appropriate balance sheet and statement of income captions. FPL Group's and 
FPL's respective shares of direct expenses for these facilities are includedl in fuel, purchased power and interchange, O&M 
expenses, depreciation and amortization expense and taxes other than income taxes on FPL Group's and FPL's consolidated 
statements of income. 

FPL Group's and FPL's proportionate ownership interest in jointly-owned facilities is as follows: 

FPL: . St. Lucie Unit No. 2 
St. Johns River Power Park units and 

coal terminal 
Scherer Unit No. 4 
Transmission substation assets located 

FPL Energy: 
Duane Arnold 
Seabrook 
Wyman Station Unit No. 4 

in Seabrook, New Hampshire 

(a) Excludes nuclear fuel. 

- December 31,2007 

-- Interest -- Investment ('I Depreciation ''1 in Progress 
Ownorship Gross Accumulated Construction Work 

(millions) 

85% 

20% 
76% 

88.23% 

70% 
88.23% 

76% 

$1,203 

$ 332 
$ 593 

$ 31 

$ 318 
$ 7410 
$ E16 

$ 758 

$ 207 
$ 383 

$ 12 

$ 22 
$ 87 
$ 32 

$ 269 

$ 26 
$ 10 

s -  
$ 19 
$ 51 
$ 1  

9. Variable Interest Entitles 

FIN 46(R) requires the consolidation of entities which are determined to be VIES when the reporting company determines that 
it will absorb a majority of the VIES expected lasses. receive a majority of the VIES residual returns, or both. The company 
that is required to consolidate the VIE is callled the primary beneficiary. Conversely, the reporting company would not 
consolidate VIES in which it has a majority ownership interest when the! company is not considered to be the primary 
beneficiary. Variable interests are contractual, ownership or other monetary interests in an entity that change as the fair value 
of the entity's net assets, excluding variable interests, change. An entity is considered to be a VIE when its capital is 
insufficient to permit it to finance its activities without additional subordinated financial support or its equity investors, as a 
group, lack the characteristics of having a contivlling financial interest. As of December 31, 2007, FPL Group has one VIE 
which it consolidates. 

F f L  - FPL consolidates a VIE from which it leases nuclear fuel for its nuclear units. For ratemaking purposes, these leases 
are treated as operating leases. For financial reporting, tble cost of nuclear fuel is capitalized and amortized to fuel expense on 
a unit of production method except for the interest component, which is recorded as interest expense. These charges, as well 
as a charge for spent nuclear fuel, are recovered through the fuel clause. FPL makes quarterly payments to the lessor for the 
lease commitments. The lessor has issued commercial paper to fund the procurement of nuclear fuel and FPL has provided a 
$600 million guarantee to support the commercial paper program. Under certain lease termination circumstances, the 
associated debt ($313 million at December 31, 2007), which was recorded in commercial paper on FPL Group's and FPL's 
consolidated balance sheets, would become du(3. The consolidated assets of the VIE consist primarily of nuclear fuel, which 
had a net carrying value of $314 million and $204 million at December 31,2007 and 2006, respectively. 
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FPL identified two potential VIES, both of which are considered qualifying facilities as defined by the Public Utility Regulatory 
Policies Act of 1978, as amended (PURPA). PURPA requires FPL to purchase the electricity output of the projects. FPL 
entered into a power purchase agreement (PPA) with orie of the projects in 1990 to purchase substantially all of the project's 
electrical output over a substantial portion of its estimated useful life. For each megawatt-hour (mwh) provided, FPL pays a 
per mwh price (energy payment) based upon F:PL's avoided cost, which was determined at the time the PPA was executed, 
and was based on the cost of avoiding the construction and operation of a coal unit. The energy component is primarily based 
on the cost of coal at an FPL jointly-owned coal-fired facility. The avoided cost is the incremental cost to the utility of the 
electric energy or capacity, or both, which is avoided by neither generating the electricity nor purchasing it from another 
source. The project has a capacity of 250 mw. After maicing exhaustive eff im, FPL was unable to obtain the information from 
the project necessary to determine whether the project is a VIE or whether FPL is the primary beneficiary of the project. The 
PPA with the project contains no provision which legally obligates the project to release this information to FPL. The energy 
payments paid by FPL will fluctuate as coal prices change. This does not expose FPL to losses since the energy payments 
paid by FPL to the project are passed on to FPL's customers through the fuel clause as approved by the , 

FPSC. Notwithstanding the fact that FPL's energy payments are recovered through the fuel clause, if the project was 
determined to be a VIE, the absorption of some of the project's fuel price variability might cause FPL to be considered the 
primary beneficiary. During the years ended December .31,2007,2006 and 2005, FPL purchased 1,694,810 mwh, 1,672,106 
mwh and 1,813,114 mwh, respectively, from the project at a total cost of ,approximately $153 million, $147 million and $144 
million, respectively. FPL will continue to make exhaustive efforts to obtain the necessary information from the project in order 
to determine if it is a VIE and, if so, whether FPL is the Flrimary beneficiary. FPL also entered into a PPA with a 330 mw coal- 
fired cogeneration facility (the Facility) in 1095 to purchase substantially all of the Facility's electrical output through 
2025. During the fourth quarter of 2007, a change in ownership of the Facility occurred, triggering the need to reevaluate 
whether the Facility is still a VIE and, if so, whether FPL is the Facility's primary beneficiary. Afler making exhaustive efforts, 
FPL was unable to obtain the information necessary t3 perform this reevaluation. The PPA with the Facility contains no 
provisions which legally obligate the Facility to release t i is information to FPL. During the years ended December 31. 2007, 
2006 and 2005, FPL purchased 2,320,991 mwh, 2,09O,Ci88 mwh and 2,332!,000 mwh, respectively, from the Facility at a total 
cost of approximately $220 million, $200 million and $191 million, respectively. Additionally, the PPA does not expose FPL to 
losses since the energy payments made by FPL to the Facility are passed on to FPL's customers through the fuel clause as 
approved by the FPSC. FPL will continue to make exhaustive efforts to obtain the necessary information from the Facility in 
order to determine if it is still a VIE and, if so, whether FPL is the Facility's primary beneficiary. 

FPL Energy - In December 2007, a wholly-owned FF'L Energy subsidi,ary purchased a 550 mw combined-cycle power 
generation plant from a special purpose entity (SPE) fiom which it had leased the generating plant since 2002. The FPL 
Energy subsidiary purchased the generating pliant for approximately $345 inillion, which represented the lessor's outstanding 
principal balance on the related loans, equity cclntributiorls made to the SPEI, all accrued and unpaid interest and yield, and all 
other fees, costs and amounts then due and owing pursuant to the provisioins of the related financing documents. Prior to the 
purchase of the plant, FPL Energy consolidated the SPE and reported the equity interests of the SPE not owned by the FPL 
Energy subsidiary as minority interest. At December 31, 2006, the assets of the SPE primarily consisted of the power 
generation plant, which had a net carrying value of $317 million and is reported in electric utllity plant in service and other 
property on FPL Group's 2006 consolidated balance sheet. At December 31, 2006, the liabilities of the SPE consisted 
primarily of debt (which was secured by the power generation plant), which had a net carrying value of $327 million and is 
reported in current maturities of long-term debt on FPL Group's 2006 consolidated balance sheet. 

FPL Group - In 2004, a trust created by FPL Group sold 12 million 5 7/8% preferred trust securities to the public and common 
trust securities to FPL Group. The trust is coinsidered a VIE because FPL Group's investment through the common trust 
securities is not considered equity at risk in accordancc? with FIN 46(R). The proceeds from the sale of the preferred and 
common trust securities were used to buy 5 718% junior subordinated debentures maturing in March 2044 from FPL Group 
Capital. The trust exists only to issue its preferred tmst securities and common trust securities and to hold the junior 
subordinated debentures of FPL Group Capital as trust assets. Since FFJL Group, as the common security holder, is not 
considered to have equity at risk and will therefore not absorb any variability of the trust, FPL Group is not the primary 
beneficiary and does not consolidate the trust in accorljance with FIN 46(R). FPL Group includes the junior subordinated 
debentures issued by FPL Group Capital on its conso1ida:ed balance sheets. See Note I I - FPL Group. 

I O .  Financial Instruments 

The carrying amounts of cash equivalents and commercial paper approximatet their fair values. At December 31,2007 and 2006, 
other investments of FPL Group, not included in the table below, included financial instruments of approximately $30 million and 
$50 million, respectively, which primarily consist of notes receivable that i 3 B  carried at estimated fair value or cost, which 
approximates fair value. See Note 1 I. 
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The following estimates of the fair value of financial instnrments have been made using available market information. However, 
the use of different market assumptions or methclds of valiiation could result iri different estimated fair values. 

Decernber 31,2007 December 31,2006 
Carrying Estimated Carrying Estimated 

FPL Group: 
Long-term debt, including current maturities 
Special use funds 
Other investments 
Interest rate swaps - net unrealized gain (loss:) 

Long-term debt, including current maturities 
Special use funds 

FPL: 

(a) Based on market prlces provided by external sources. 
(b) Based on quoted market prlces for these or simlar issues. 
W Based on market prices modeled internally. 

Special Use Funds and Ofher lnvesfrnenfs - Tlhe special use funds consist of FPL's storm fund assets and FPL Group's and 
FPL's nuclear decommissioning fund assets. Securities held in the special use funds and other investments are carried at 
estimated fair value based on quoted market prices. FPL Group's nuclear decommissioning funds consist of approximately 
43% equity securities and 57% municipal, government, corporate and mortgage- and other asset-backed debt securities (45% 
and 55% for FPL, respectively) with a weighted-average maturity at December 31, 2007 of approximately six years at FPL 
Group and seven years at FPL. FPL's storm fund primarily consists of municipal debt securities with a weighted-average 
maturity of approximately three years. All of FPL Group's other investments consist of debt Securities. The cost of securities 
sold is determined on the specific identification method. 

The following tables provide the approximate reialized gains and losses and proceeds from the sale of securities for special use 
funds and other investments. 

' 

- FPL Group FPL - Years Ended December 31, Years Ended December 31, 
2007 2006 2005 2007 2006 2005 - - - - - - -  

Realized gains 
Realized losses 
Proceeds from sale of securities 

(millions) 
59 $ 51 $ 1% $ 52 $ 39 $ 14 

f 40 f 3% $ 17 5 37 $ 35 $ 16 
$2,349 $ 3,231 $ 2,937 $1,978 $2,673 $2,767 

The following table provides the unrealized gains for the special use funds and other investments. 

FPL Group FPL 
December 31, December 31, 

2007 2006 2007 2006 - -  
(millions) - 

Unrealized gains 
Equity securities 
Debt securities 

$ 577 $ 522 $ 491 $ 452 
$ 25 $ 31 $ 10 $ 30 

Regulations issued by the FERC and the NRC provide general risk management guidelines to protect nuclear decommissioning 
trust funds and to allow such funds to earn a reasonable return. The FERC regulations prohibt investments in any securities of 
FPL Group or Its subsidiaries, affiliates or associates, excliJding investments tied to market indices or other mutual funds. Similar 
restrictions applicable to the decommissioning trust fund for FPL Energy's nuclear plants are contained in the NRC operating 
licenses for those facilities. NRC regulations applicable to NRC licensees not in cost-of-service environments require similar 
investment restrictions. The NRC's regulations permit licerisees with operating licenses containing conditions restricting the use of 
decommissioning trust funds to rely on those conditions in lieu of compliance with NRC regulations. FPL Energy's nuclear plants 
contain such restrictions in their NRC operating licenses. With respect to the decommissioning trust fund for FPL Energy's 
Seabrook nuclear plant, decommissioning trust iund contributions and withdrawals are also regulated by the NDFC pursuant to 
New Hampshire law. 
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The nuclear decommissioning reserve funds are managed by investment managers who must comply with the guldelines and 
rules of the applicable regulatory authorities, FPL Group and FPL. The funds' assets are invested in order to optimize the 
after-tax earnings of these funds, giving considwation to liquidity, risk, diversification and other prudent investment objectives. 

Merest Rate Swaps - FPL Group and its subsidiaries use a combination of fixed rate and variable rate debt to manage 
interest rate exposure. Interest rate swaps are used to adjust and mitigate interest rate exposure when deemed appropriate 
based upon market conditions or when required by finaricing agreements. At December 31, 2007, the estimated fair value for 
FPL Group interest rate swaps was as follows: 

Rate Estimated Notional Effective Maturity Rate 
Amount Date Paid Received Fair Value Date 
(millions) (millions) 

-- --- 
Cash flow hedges - FPL Energy: 

$ 1 6 4  February 2005 June 2008 4.255% Variable") $ -  

$ 207 December 2005 November 2019 4.905% Variablel') (5) 
$ 527 January 2007 January 2022 5.390% Variablelb) (23 1 

'Total cash flow hedges $ (28) 

$ 70 December 2003 December 2017 4.245%  variable^'^ 
$ 23 April 2004 December 20 1 7 3.845% Variable(.) 

(a) Three-month London intemank Offered Rate (LIBOR) 
(b) Six-month LIBOR 

In January 2008, an indirect wholly-owned subsidiary of FPL Energy entered into an Interest rate swap agreement to pay a 
fixed rate of 3.2050% on $195 million of its variable rate limited recourse debt in order to limit cash flow exposure. 

11. Investments In Partnerships and Joint Ventures 

FPL Energy- FPL Energy has non-controlling nlm-majoriiy owned interests iin various partnerships and joint ventures, essentially 
all of which are electricity producers. At December 31,2007 and 2006, FPL Energy's investment in partnerships and joint ventures 
totaled approximately $216 million and $361 million, respectively, which is included in other investments on FPL Group's 
consolidated balance sheets. FPL Energy's interest in these partnerships aiid joint ventures range from approximately 5.5% to 
50%. At December31, 2007, the principal operating entities included in FPL Energy's investments in partnerships and joint 
ventures were Northeast Energy, LP, TPC Windfarms Li-C, Mojave 16/17/118 LLC, Luz Solar Partners LTD., V and Luz Solar 
Partners LTD., IX, and in 2006 also included Cherokee County Cogeneratian Partners, LP. FPL Energy acquired an additional 
ownership interest in Cherokee County Cogeneration Partners, LP in 2007 and now accounts for its operations in the consolidated 
financial statements. 

Summarized combined information for these principal entities is as follows: 

. 

2007 2006 
( m i l l i o n s 7  

Net income $ 108 $ 144 
Total assets $ 957 $ 1,237 
Total liabilities $ 514 $ 687 
Partners'lrnembers' equity $ 443 $ 550 
FPL Energy's share of underlying equity in the prhcipal entities $ 221 $ 274 

$ 250 FPL Energy's investment carrying amount for the principal entities 

(a) The majority of the ditference between the investment carrying amount and the underlying equity in net assets Is being amortlrd owr the remaining life of the 
investee's assets. 

Certain subsidiaries of FPL Energy provide servic&s to the partnerships and joint ventures, including O&M expenses and business 
management services. FPL Group's operating revenues for the years ended December 31, 2007, 2006 and 2005 include 
approximately $20 million, $20 million and $19 miillion, respectively, related to such services. The net receivables at December 31, 
2007 and 2006, for these services, as well as for affiliate energy commodity transactions, payroll and other payments made on 
behalf of these investees, were approximately $31 million and $21 million, respectively, and are included in other current assets on 
FPL Group's consolidated balance sheets. 

Difference between investment carrying amount end underlying equity in net assets 1.1 (23) (24) - $ 198 - 
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Notes receivable (long- and short-term) include approximately $33 million and $24 million at December 31, 2007 and 2006, 
respectively, due from partnerships and joint ventures in which FPL Energy has an ownership interest. Approximately $19 
million of the notes receivable balance at December 31, 2007 mature in 2008 and bear interest at variable rates which 
averaged approximately 15.3% in 2007. The remaining $14 million mature in 2011 and bear interest at a fixed rate of 
8.5%. The notes receivable balance at December 31, 2006 mature in 2008 through 2011 and the majority bear interest at a 
fixed rate of 8.5%. Interest income related to notes receivable totaled apprciximately $4 million, $2 million and $7 million for the 
years ended December 31, 2007, 2006 and 2005, respectively, and is included in interest income in FPL Group's consolidated 
statements of income. Interest receivable associated with these notes as 01 December 31,2007 and 2006 was not material. 

In addition, FPL Energy owns an equity interest in Karaha Bodas Company, LLC (KBC) which totaled approximately $90 million at 
December 31, 2006 and is included in the $361 million of investment in partnerships and joint ventures discussed above. During 
2006, KBC received approximately $290 million as a rf!sult of a court judgment against Indonesia's state-owned oillenergy 
company to recover KBC's investment in a project suspmded indefinitely by the Indonesian government in 1998 and for lost , 

profits. All appeals with respect to the judgment have been exhausted. FPL Energy's portion of the final judgment, or 
approximately $97 million pretax, is included in equity in earnings of equity method investees in FPL Group's consolidated 
statements of income for 2006. During 2006, KBC distributed approximately $7 million of the judgment funds to FPL Energy, 
and in February 2007, KBC distributed the remalining amount of approximately $90 million to FPL Energy. 

Sale of Differential Membership interests - In December 2007, an indirec:t wholly-owned subsidiary of FPL Energy sold its 
Class B membership interests in a subsidiary that owns five wind facilities totaling 598 mw of wind generation for approximately 
$705 million. In exchange for the cash received, the holders of the Class El membership interests will receive a portion of the 
economic attributes of the facilities, including tax attributes, for a variable period. Recognition of the proceeds from the sale of 
the differential membership interests was defelrred and is recorded in other liabilities on FPL Group's consolidated balance 
sheet. FPL Group continues to operate and manage the wind facilities, and consolidates the entity that owns the wind 
facilities. 

FPL Group - In 2004, a trust created by FPL Group sold $300 million of preferred trust securities to the public and $9 million of 
common trust securities to FPL Group. The tndst is an unconsolidated 100%-owned finance subsidiary. The trust used the 
proceeds to purchase $309 million of 5 7/8%, junior subordinated debentures maturing in March 2044 from FPL Group 
Capital. FPL Group has fully and unconditionally guaranteed the preferred trust securities and the junior subordinated 
debentures. 

. 

12. Common Stock 

Earnings Per Share - The reconciliation of FPL Giroup's basic and diluted earnings per share of common stock is shown below 

Numerator - net income 
Denominator: 

Weighted-average number of common shares loutstandirlg - basic 
Restricted stock, performance share awards, options, warrants and equity units(* 
Weighted-average number of common shares outstanding - assuming dilutilon 

Basic 
Assuming dilution 

Earnings per share of common stock 

Years Ended December 31, 
-,.a#- 2007 200- e -  LUUS 

(millions. except per share amounts) 
$ 1,312 $ 1,281 $ 901 - - -  

397.7 393.5 
2.9 3.0 

400.6 396.5 - -  
$ 3.30 $ 3.25 
$ 3.27 $ 3.23 

380. I 
5.6 

385.7 - 
$ 2.37 
$ 2.34 

1.) Perbamance share awards are induded in diuted weightsld-average number of shares outstanding based upon what would be issued If the end of the reporting 
period was the end of the term of the award. Restricted stock, performince share awards, options, warrants and equky units (known as Corporate Unlts, see Note 
14) are induded In dYuted weightedaverage number of mrnrnon sham!; outstanding by applying the tmasuty stock method. 

In 2007, 2006 and 2005, there were no securities that could potentially dilute lbasic earnings per share in the future that were not 
included in the computation of diluted earnings per share because to do so would have been antidilutive. 

In February 2005, FPL Group's Board of Directors approved a two-for-one !itOCk split of FPL Group's common stock effective 
March 15, 2005 (2005 stock split). FPL Group's authorized common stock increased from 400 million to 800 million shares. All 
share or per share information included in FPL Gnoup's con.solidated financial statements reflect the effect of the 2005 stock splii. 
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Common Stock Dividend Restrictions - FPL C;roup's charter does not limit the dividends that may be paid on its common 
stock. FPL's mortgage securing FPL's first mortgage bonds contains provisions which, under certain conditions, restrict the 
payment of dividends and other distributions to FPL Group. These restrictioris do not currently limit FPL's ability to pay dividends 
to FPL Group. 

Emp/oyee stock Ownership Plan - The employee retirement savings plans of FPL Group indude a leveraged ESOP 
feature, Shares of common stock held by the tnust for the employee retirement savings plans (Trust) are used to provide all or a 
portion of the employers' matching contributions. Dividends received on all shares, along with cash contributions from the 
employers, are used to pay principal and intenst on an ESOP loan held by a subsidiary of FPL Group Capital. Dividends on 
shares allocated to employee accounts and used by the Trust for debt service are replaced with shares of common stock, at 
prevailing market prices, in an equivalent amount. For purposes of computing basic and fully diluted earnings per share, ESOP 
shares that have been committed to be released are considered outstanding. 

ESOP-related compensation expense of appn3ximately $35 million, $32 million and $27 million in 2007, 2006 and 2005, 
respectively, was recognized based on the fair v4a1ue 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 common 
shareholders' equity at December 31, 2007 was approxirrately $1 14 million, representing unallocated shares at the original issue 
price. The fair value of the ESOP-related unearned cornpensation account using the closing price of FPL Group common stock at 
December 31,2007 was approximately $533 million. 

Stock-Based Compensation - Effective January 1, 2006, FPL Group adopted FAS 123(R) using the modified prospective 
application transition method. Accordingly, the consolidated statement of iricome and consolidated statement of cash flows for 
the year ended December 31, 2005 do not reflect any restated amounts. Because FPL Group adopted the fair value 
recognition provisions of FAS 123 in 2004, the adoption of FAS 123(R) did not have a significant effect on FPL Group's 
financial statements. 

Net income for the years ended December 31, 2007, 2006 and 2005 includes approximately $39 million, $34 million and $30 
million, respectively, of compensation costs and $15 million, $13 million and $12 million, respectively, of income tax benefits 
related to stock-based compensation arrangements. As of December 3 i ,  2007, there were approximately $56 million of 
unrecognized compensation costs related to nonvestedlnonexercisable share-based compensation arrangements. These 
costs are expected to be recognized over a weighted-average period of 1.6 years. For awards granted subsequent to 
December 31, 2005, compensation costs for ;awards with graded vesting are recognized on a straight-line basis over the 
requisite service period for the entire award. For awards granted prior to thiat date, compensation costs for awards with graded 
vesting are recognized using the graded vesting attribution method. 

At December 31, 2007, approximately 26.5 million share!; of common stock were authorized and 15.9 million were available for 
awards (including outstanding awards) to officem, employees and non-employee directors of FPL Group and its subsidiaries 
under FPL Group's amended and restated long-term incentive plan and non-employee directors stock plans. FPL Group 
satisfies restricted stock and performance share awards by issuing new shares of its common stock or by purchasing shares of 
its common stock in the open market. FPL Group satisfies stock option exercises by issuing new shares of its common stock 
and grants most of its stock options in the first quarter of each year. 

Restricted Stock and Performance Share Awaids - Restricted stock typically vests within three years after the date of grant 
and is subject to, among other things, restrictions on transferability prior to vesting. The fair value of restricted stock is 
measured based upon the closing market pric:e of FPL. Group common stock as of the date of grant. Performance share 
awards are typically payable at the end of a three-year performance period if the specified performance criteria are met. The 
fair value of performance share awards is estimated baaed upon the closirig market price of FPL Group common stock as of 
the date of grant less the present value of expected dividends, multiplied by an estimated performance multiple determined on 
the basis of historical experience, which is subsequently ,trued up at vesting based on actual performance. 

' 
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The activity in restricted stock and performance share awards for the year ended December 31,2007 was as follows: 

Weighted-Average 
Grant Date 
Fair Value 

Shares Per Share 

Restricted Stock: 

Granted 
vested 
Forfeited 

Nonvested balance, January I, 2007 

Nonvested balance, December 31,2007 

Performance Share Awards: 
Nonvested balance, January 1,2007 

Granted 
Vested 
Forfeited 

Nonvested balance, December 31,2007 

1,031,736 
508,i 86 

( ~ 5 0 8 )  
1,1ai,a12 

(303,602) 

i ,133,383 
517,652 

(559,223) 
(40,889) 

1,050,923 

s 38.71 
$ 61.08 
$ 36.95 
$ 45.26 
$ 48.50 

$ 33.55 
$ 45.04 
$ 27.97 
$ 41.42 
$ 41.66 

The weighted-average grant date fair value per share of restricted stock geanted for the years ended December 31, 2006 and 
2005 was $41.98 and $39.93, respectively. l h e  weighted-average grant date fair value per share of performance share 
awards granted for the,years ended December :31,2006 ,and 2005 was $34.08 and $34.75, respectively. 

The total fair value of restricted stock and perfimnance share awards vested was $51 million, $40 million and $23 million for 
the years ended December 31,2007,2006 and 2005, respectively. 

Options - Options typically vest within three years after the date of grant and have a maximum term of ten years. The exercise 
price of each option granted equals the closing market price of FPL Group common stock on the date of grant. The fair value 
of the options is estimated on the date of the grant using the Black-Scholes option-pricing model and based on the following 
assumptions: 

8 

Expected volatility ('1 

Expected dividends 
Expected term (years) IbJ 

Risk-free rate 

2006 2005 

19.56% 20.00% 
- -  2007 

16.60% 
2.54 % 3.40% 3.68 % 

4.64% 4.60% 4-08 % 
. 6  6 7 

(4 Based on historical experience. 
(b) In 2007 and 2006, FPL Gmup used the "simpliid" method to calculate the expected term. In 21305, the expected term was derived fmm hktorical experience. 

Option activity for the year ended December 31, 2007 was as follows: 

Balance, January I, 2007 
Granted 
Exercised 
Expired 

Balance, December 31,2007 

Exercisable, December 31,2007 

Shares 
Uiiderlying 
Options - 
1 ~ 4 4 , 8 0 1  

264,868 
(808,333) 
(23,712) - 

!5,777,624 

!5,169,428 

I- 

Weighted 
Weighted- . Average 
A.verage Remaining Aggregate 
Exercise Contractual Intrinsic 

Price ' Term Value -- Per Share (years) (millions) 

$ 30.22 
$ 59.05 

$ 27.44 
$ 31.72 

$ 28-99 

$ 29.77 

5. I 

4.7 

$ 208 

$ 197 

The weighted-average grant date fair value of options granted was $10.96, $7.46 and $6.30 per share for the years ended 
December 31, 2007, 2006 and 2005, respectively. The total intrinsic value of stock options exercised was approximately $26 
million, $21 million and $27 million for the years ended December 31, 2007, 2006 and 2005, respectively. 
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Cash received from option exercises was approximately .$23 million, $34 million and $60 million for the years ended December 
31, 2007. 2006 and 2005, respectively. The tax benefits realized from options exercised were approximately $6 million, $6 
million and $10 million for the years ended December 31, 2007, 2006 and 2005, respectively. 

Other - In June 2005, a wholly-owned subsidiary of FI'L Group completed the acquisition of Gexa Corp., a retail electric 
provider in Texas. Each share of Gexa C0rp.k outstanding common stock was converted into 0.1682 of a share of FPL Group 
common stock. Assuming the exercise of Gexa C0rp.k options and warrants net of cash to be received upon exercise, the 
aggregate value of the consideration for the acquisition of Gexa Corp. was approximately $73 million, payable in shares of FPL 
Group common stock. At December 31, 2007, there were Gexa Corp. optllons and warrants outstanding for a total of 58,276 
shares of FPL Group common stock. 

13. Preferred Stock 

FPL Group's charter authorizes the issuance of 100 million shares of serial preferred stock, $0.01 par value. None of FPL 
Group's preferred shares were outstanding as of December 31, 2007 01' 2006. FPL's charter authorizes the issuance of 
10,414,100 shares of preferred stock, $100 par value; f i  million shares of subordinated preferred stock, no par value and 5 
million shares of cumulative preferred stock, no par value. There were no FPL preferred shares outstanding as of December 
31,2007 or 2006. In January 2005, FPL redeemed all 250,000 shares of Its $100 Par Value 4 1/2% (Series A and Series V) 
preferred stock outstanding at December 31,2004. 

14. Debt 

Long-term debt consists of the following: 

FPL: 
First mortgage bonds: 

Maturing 2008 through 2017 - 4.85% to 6.00% 
Maturing 2033 through 2037 - 4.95% to 6.20% 

Storm-recovery bonds: 
Maturing 201 3 through 2021 - 5.0440% to 5.255596 (a) 

Pollution wnbol, solid waste disposal and industrial developmerit revenue bonds - maturing 2020 
through 2029 -variable, 3.7% and 4.0% weighted-average arinual interest rates, respectively 

Term loan - variable, 5.6% welghted-average annual interest mle 
Unamortized discount 

Total long-term debt of FPL 
Less current maturities of long-term debt 
Long-term debt of FPL, excluding current maturiljes 

FPL Group Capital: 
Debentures - maturing 2009 through 201 1 - 5.625% to 7.375% 
Debentures, related to FPL Group's equity units - maturing 200€1- 5.551% 
Junior Subordinated Debentures -maturing 2044 through 2067 - 5 7/8% to 7.45% 
Term loan - maturing 2009 -variable, 5.4% and 5.6% weighted-average annual intenst rate 
Fair value swaps 
Unamortized discount 

Total long-term debt of FPL Group Capital 
Less current maturities of long-term debt 
Less fair value swaps on current maturities of long-term debt 
Long-term debt of FPL Group Capital, excluding current maturities 

FPL Energy 
Senior secured limited recwrse bonds - maturing 20'17 through 2024 - 5.608% to 7.52% 
Senior secured limited recwrse notes - maturing 2015 through 2037 - 6.31% to 7.51% 
Other long-term debt - maturing 2008 through 2022 -.primarily limited recourse and 

variable, 6.0% and 6.8% weighted-average annual interest rates, respectively 
Unarnortbed premium 

Total long-term debt of FPL Energy 
Less current maturities of long-term debt 
Long-term debt of FPL Energy, excluding currenl maturities 

Total long-term debt 

$ 1,125 
2,840 

652 

633 

(33 1 
5217 

24 I 
4,976 - 
1,225 

506 
2,009 

200 

(3) 
3,937 

506 

3,431 

988 
992 

- 

1,546 
I 

3,527 
654 

2,873 
$ 11,280 - 

$ 825 
2,540 

633 
250 

4,214 

4,214 

2,300 
506 

1,009 
150 

(2 1 
(3) 

(2) 

(34) 

3,960 
1,075 

2,807 

1,091 
310 

1,661 

3,062 
572 

2,490 
$ 9,591 

- 

- 

- 
(4 Although principal on the Storm-recovery bonds Is due on the final matuiily date (the date by which the principal must be repaid to prevent a default) for each tranche. 

it is expected to be paid semiannually and sequentially beginning February 1,2008, when the first semiannual interest payment became due. 

Minimum annual maturities of long-term debt for FPL Group are approximately $1,401 million, $1,333 million, $286 million, $892 
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million and $320 million for 2008, 2009, 2010, 2011 1 and 2012. respectively. The amounts for FPL are approximately $241 million, 
$263 million, $42 million, $45 million and $48 million for 20138, 2009, 2010, 201 1 and 2012, respectively. 

At December 31,2007, commercial paper borrclwings had a weighted-average interest rate of 4.39% for FPL Group (4.41% for 
FPL). Available lines of credit aggregated approximately $6.5 billion ($4.0 billion for FPL Group Capital and $2.5 billion for 
FPL) at December 31, 2007, all of which were based on firm commitments. These facilities provide for the issuance of letters 
of credit of up to $6.5 billion. The issuance of letters 01: credit is subject to the aggregate commitment under the applicable 
facility. While no direct borrowings were outstanding ai: December 31, 20107, letters of credit totaling $358 million and $46 
million were outstanding under the FPL Group Capital and FPL credit facilities, respectively. 

FPL Group has guaranteed certain payment obligations of FPL Group Capitall, including most of those under FPL Group Capital's 
debt, including all of its debentures and commercial paper issuances, as well as most of its guarantees. FPL Group Capital has 
guaranteed certain debt and other obligations of FPL Energy and its subsidiaries. 

In June 2002, FPL Group sold 10.12 million 8% Corporate Units. In connection with the 8% Corporate Units financing, FPL 
Group Capital issued $506 million principal amount clf 5% debentures due February 16, 2008, which were absolutely, 
irrevocably and unconditionally guaranteed by F'PL Group. During 2005, FF'L Group Capital remarketed these debentures and 
the annual interest rate was reset to 5.551%,. Each 8% Corporate Unit initially consisted of a $50 FPL Group Capital 
debenture and a purchase contract pursuant to which the holder was required to purchase $50 of FPL Group common shares 
on or before February 16, 2006, and FPL Group made payments of 3% of each unit's $50 stated value until the shares were 
purchased. In February 2006, FPL Group paid approximately $48 million net to cancel approximately 4.2 million of its 8% 
Corporate Units. Also in February 2006, FPL lSroup issued approximately 8.7 million shares of common stock in return for 
approximately $296 million in proceeds upon settlement of the stock purchase contracts issued in connection with the 
remainder of the 8% Corporate Units. 

Prior to the issuance of FPL Group's common stock, the purchase contracts were reflected in FPL Group's diluted earnings per 
share calculations using the treasury stock method. Under this method, thie number of shares of FPL Group common stock 
used in calculating diluted earnings per share was deemed to be increased by the excess, if any, of the number of shares that 
would be issued upon settlement of the purchase contracts over the number of shares that could be purchased by FPL Group 
in the market, at the average market price during the perilxi, using the proceeds receivable upon settlement. 

In January 2008, FPL issued $600 million principal amclunt of 5.95% first mortgage bonds maturing in 2038. The proceeds 
were used to repay FPL's short-term borrowings and for other corporate purposes. 

15. Asset Retirement Obligations 

FPL Group and FPL each account for asset retirement obligations and conditional asset retirement obligations under FAS 143 
and FIN 47. FAS 143 and FIN 47 require that a liability for the fair value oi  an ARO be recognized in the period in which it is 
incurred if it can be reasonably estimated, with the offsetting associated asset retirement costs capitalized as part of the 
carrying amount of the long-lived assets. The asset retirement cost is subsequently allocated to expense using a systematic 
and rational method over its useful life. Changes in the ARO resulting from the passage of time are recognized as an increase 
in the carrying amount of the liability and as accretion expense, which is included in depreciation and amortization expense in 
the consolidated statements of income. Changes resulting from revisions it0 the timing or amount of the original estimate of 
cash flows are recognized as an increase or a d'ecrease ii i  the asset retirement cost and ARO. 

FPL Group and FPL have identified but not re!cognized ARO liabilities related to electric transmission and distribution and 
telecommunications assets resulting from easements over property not owled by FPL Group or FPL. In addition, FPL Group 
has identified but not recognized ARO liabilities related to the majority of FPL Energy's hydro facilities. These easements are 
generally perpetual and, along with the hydro facilities, onlly require retirement action upon abandonment or cessation of use of 
the property or facility for its specified purpose. The ARO liability is not esi:imable for such easements and hydro facilities as 
FPL Group and FPL intend to utilize these properties a id  facilities indefinitely. In the event FPL Group and FPL decide to 
abandon or cease the use of a particular easement and/or hydro facility, an ARO liability would be recorded at that time. 

FPL's ARO relates primarily to the nuclear decommissioning obligation of its nuclear units. FPL's AROs other than nuclear 
decommissioning are not significant. The provisions of FAS 143 and FIN 47 result in timing differences in the recognition of 
legal asset retirement costs for financial reporting purposes and the method the FPSC allows FPL to recover in 
rates. Accordingly, any differences between the ongoing expense recognized under FAS 143 and FIN 47 and the amount 
recoverable through rates are deferred in accordance with FAS 71. See Note 1 - Decommissioning of Nuclear Plants, 
Dismantlement of Plants and Other Accrued Asset Removal Costs. 

FPL Energy's ARO relates primarily to the nuclear decommissioning obligation of its nuclear plants and obligations for the 
dismantlement of its wind facilities located on leased property. See Note 1 - Decommissioning of Nuclear Plants, 
Dismantlements of Plants and Other Accrued Asset Removal Costs. 
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The following table provides a rollforward of FPI. Group's and FPL's ARO from December 31,2005 to December 31,2007: 

-- FF'L FPL Energy FPL Group 
(millions) 

Balaiica, Eecemter 31,2005 x 7,474 x 2:: x :,eo5 

Duane Arnold acquisition 1 l a  i i a  
Other 1 1 2 

Balance, December 31,2006 1,572 248 i ,a20 

Other 9 9 

Revision in estimated cash flows - net (5). 1 (4) 

Liabilities incurred: 

Accretion expense ai 23 104 
Revision in estimated cash flows - net 

Liabilities incurred: 

16 (105)'* (89) -- 
Point Beach acquisition 225 225 

Accretion expense a6 21 107 

$ 2,157 - $ 1,653 $ 504 - -  Balance, December 31,2007 

1.) Primarily reflects the effect of decmashg the escaiatbn rabe used to determine the ultimate projected costs of decommissioning Seabmok and Duane Amdd. 

Restricted trust funds for the payment of future c!xpenditul*es to decommission FPL Group's and FPL's nuclear units included in 
special use funds on FPL Group's and FPL's consolidated balance sheets are as follows (see Note 10): 

FPL FPL Energy FPL Group -- 
(millions) 

Balance, December 31,2007 
Balance, December 31,2006 

Seabmok and Duane Arnold only. 

16. Commltments and Contingencies 

$ 2,371 $ 982 $ 3,353 
$ 2,264 $ 5601*~ $ 2,824 

Commitments - FPL Group and its subsidiaries have made commitments in connection with a portion of their projected capital 
expenditures. Capital expenditures at FPL incluide, among other things, the cost for construction or acquisition of additional 
facilities and equipment to meet customer demand, as well as capital improvtsments to and maintenance of existing facilities. At 
FPL Energy, capital expenditures include, among other things, the cost, including capitalized interest, for construction of wind 
projects and the procurement of nuclear fuel. FPL FiberNet's capital expenditures primarily include costs to meet customer 
specific requirements and sustain Its fiber-optic network 
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At December 31,2007, planned capital expenditures for :2008 through 2012 were estimated as follows: 

FPL 
Generation: ('I 

Existing 
Transmission and distribution Id) 

Nuclear fuel 
General and other 

New b) 10) 

Total 

FPL Energy: 
Wind (*) 
Nuclear m 
Gas 
Other 

Total 

FPL FiberNet 

2008 -- 
$ 865 

780 
91 5 
125 
150 

$ 2,835 

$ 2,085 
280 

80 
45 

$ ;!,490 

-- 
I- 

-- 
I- 

L23 

2009 - 
$ 340 

1,015 
1,080 

165 
150 

$ 2  750 I 

$ 5  
345 
95 
40 

$ 485 

u 

- 

- - 

2010 201 1 
(millions) 

$ 5 $ -  
1,115 895 
1,120 1,160 

200 175 

-- 

175 165 
$ 2 6 1 5  $2,395 A- 
-- 

$ 5 $ 5  
375 305 
115 35 
25 20 

$ 520 $ 365 
- -  -- 

201 2 - 
$ -  

710 
1,130 

195 
165 

$2,200 

$ 5  
250 
25 
20 

$ 300 

- - 

- - 
u 

Total 

$ 1,210 
4,515 
5,405 

860 
805 

$12 795 I 

$ 2,105 
1,555 

350, 
150 

$ 4,160 

- 

- 

- - 
u 

(a) Includes AFUDC of approximately $54 miillon and $55 million In 20011 and 2009. respectively. 
(b) Includes land, generating structures, transmisslon interconnectlon arid integration. licensing imd AFUDC. 
(e) Excludes essentially all estlmated capital costs aasoclated with FPL's announced pian tio invest in solar generatlng facilitles. Also exdudes capital 

expenditures for two proposed nuclear unks at FPL's Turkey Point site. These costs are not lnduded in the table above because they are subled to, 
among other thlngs. various regulatory and other approvals, as well as the solar generating facllities meeting certain prforinanm standards on a smaller 
scale. 

(d) Includes estimated capital costs associated with Storm Secure? lhese capHal costs are subject to change ovar time based on, among other things, 
productivity enhancements and priorltizatlon. 

(e) Capital expenditures for new wind projects are estimated through 2008. when ailglblilty for PlrCs for new wlnd projects is scheduled to expire. FPL Energy 
expects to add approximately 1,500 mw to 2,000 mw of iiew wind gcmeration per year from :ZOO9 through 2012. aubjmt to, among other things, continued 
public policy support. the cost of which Is estlmatad to be appmxlmateiy $3 billion for 2009 arid $4 billlon to $5 billion in each of 2010, 201 1 and 2012. 

(0 Includes nuclear fuel. 

In addition to the estimated capital expenditures listed above, FPL and FPL Energy have long-term contracts related to 
purchased power and/or fuel (see Contracts below). At December 31, 2007, FPL Energy had approximately $2.6 billion in firm 
commitments, primarily for the purchase of wlnd turbines and towers, natural gas transportation, purchase and storage, f i n  
transmission service, nuclear fuel and a portion of Its projected capital expenditures. In addition, FPL Group has guaranteed 
certain payment obligations of FPL Group Capital, including most payment obligations under FPL Group Capital's debt. 

Additionally, FPL Group has announced plans to invest up to $1.5 billion in new solar generating facilities in Florida and 
California from 2008 to 2014, including plans by FPL to build approximately 300 mw in Florida. FPL is evaluating new solar 
technology, and intends to initially construct a 10 mw facility, with expansion of the project to a 300 mw facility subject to the 
receipt of regulatory and other approvals as well as the technology meeting agreed-upon cost and technical 
specifications. FPL has also announced plans to invest up to $500 million from 2008 to 2013 for an advanced metering 
initiative that will provide enhanced energy mainagemerit capabilities to FPL customers and enable FPL to develop better 
energy management programs. If the advancled metering initiative is proven successful in small geographic areas, it is 
expected to be broadened to cover FPL's service territoiy. FPL Energy has announced plans to launch a renewable energy 
program in 2008, with the revenue generated from this program to be used to develop renewable energy sources. Because 
these projected investments are subject to, amlong other things, various regulatory and other approvals as well as meeting 
certain performance standards on a smaller scale, esseniially all the costs associated with these projected investments are not 
included in the capital expenditures table above. 

Also, FPL Energy through its wholly-owned subsidiary, Lone Star Transmission, LLC, has proposed to build, own and operate 
a 180 to 200 mile, high voltage, direct current, open access transmission linje located between west Texas and the DalladFort 
Worth area with a capacity of 2,000 mw. The construction of the transmission line is contingent upon, among other things, 
receipt of all applicable regulatory approvals. The estimated cost of the tiransmission line is expected to range from $635 
million to $655 million. Due to the contingencies discussed above (including1 their impact on the timing of construction), these 
estimated costs are not included in the capital expenditurcrs table above. 

In February 2008, a wholly-owned subsidiary of f-PL Group Capital committeld to lend to a third party up to $500 million under a 
construction and term loan. The loan provides for a single $500 million dmw, which is expected to occur in late 2009. The 
loan will initially bear interest at a variable rate and will be converted to a 20-year, fixed rate term loan upon completion of 
construction. 
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FPL Group and FPL each account for payment guarantees and related coiitracts, for which it or a subsidiary is the guarantor, 
under FIN 45, which requires that the fair value of guarantees provided to unconsolidated enties entered into after December 31, 
2002 be recorded on the balance sheet. At December 31, 2007, subsidiariles of FPL Group, other than FPL, have guaranteed 
debt service payments relating to agreements that existecl at December 31, 2002. The terms of the guarantees are equal to the 
terms of the related debt, with remaining terrris ranging from I year to 11 years. The maximum potential amount of future 
payments that could be required under these guarantee!; at December 31,2007 was approximately $16 million. At December 
31, 2007, FPL Group did not have any liabilities recorded for these guarantees. In certain instances, FPL Group can seek 
recourse from third parties for 50% of any amount paid under the guarantees. Guarantees provided to unconsolidated entities 
entered into subsequent to December 31,2002, and the related fair value, were not material as of December 31,2007. 

Certain subsidiaries of FPL Energy have contracts that require certaiin projects to meet annual minimum generation 
amounts. Failure to meet the annual minimum generation amounts would result in the FPL Energy subsidiary becoming liable 
for liquidated damages. Based on past performance of these and similar projects and current forward prices, management . 
believes that the exposure associated with these liquidatlad damages provisions is not material. 

Contracts - FPL has entered into long-term' purchas'ed power and fuel contracts. FPL is obligated under take-or-pay 
purchased power contracts with JEA and witlh subsidiaries of The Southern Company (Southern subsidiaries) to pay for 
approximately 1,300 mw of power annually thmugh mid-2015 and 375 mw annually thereafter through 2021, and one of the 
Southern subsidiaries' contracts is subject to mlinimum quantities. FPL also has various firm pay-for-performance contracts to 
purchase approximately 740 mw from certain cogenemtors and small power producers (qualifying facilities) with expiration 
dates ranging from 2009 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 to the qualifying facilities meeting certain contract conditions. FPL has various agreements with several 
electricity suppliers to purchase an aggregate of up to approximately 920 mw of power with expiration dates ranging from 2009 
through 2012. In general, the agreements require FPL to make capacity payments and supply the fuel consumed by the plants 
under the contracts. FPL has contracts with expiration dates through 2028, for the purchase and transportation of natural gas 
and coal, and storage of natural gas. 

FPL Energy has entered into several contracts for the purchase of wind turbines and towers in support of a portion of its 
planned new wind generation. In addition, FPL Energy has contracts primarily for the purchase, transportation and storage of 
natural gas and firm transmission service with expiration dates ranging from 2008 through 2036. FPL Energy also has several 
contracts for the supply, conversion, enrichment and fabrication of nuclear fuel with expiration dates ranging from 2008 to 
201 8. 

The required capacity and minimum payments under these contracts as of December 31,2007 were estimated as follows: 

' 

FPL: 
Capacity payments: I.) 

JEA and Southern subsidiaries 
Qualifying facilities Ib) 
Other electricity suppliers *) 

Minimum payments, at projected prices: 
Southern subsidiaries - energy @) 

Natural gas, including transportation and storage Is) 
Coal lo) 

FPL Energy 

- . - - - -  2008 2009 2010 2011 2012 Thereafter 
(rniilions) 

$ 210 $ 220 $ 220 $ 210 $ 210 $ 750 
$ 320 $ 320 $ 290 $ 260 $ 270 $ 2.920 
$ 5 5  $ 5 0  $ 1 0  $ 1 0  $ 5 $ 

$ 8 0 $ 9 0 $ 4 0 $  - $  - $  

$ 6 5  $ 5 5  $ 4 5  $ 1 0  $ - $ 
$2,830 $1,610 $ 260 $ 260 $ 260 $ 1,895 

$1,460 $ 100 $ 90 $ 50 $ 50 $ 665 

(a) Capacity payments under these contracts, the majority of  which are recoverable through the capaclty clause, totaled eppmxlmetely $578 miillon, $610 mlllion 
and $616 million for the years ended December 3lI20Oi',2006 and 2005, respectively. 

lb) Energy payments under these contracts, which are recoverable thmgh the L e i  clause, totaled approximately $447 million, $421 million and $363 million for 
the years ended December 31,2007,2006 and 2005, respectively. 

IC) Recoverable through the fuel clause. 

In addition, FPL has entered into several long-term agreements for storage capacity and transportation of natural gas from 
facilities that have not yet begun, or if begun hiave not yet completed, construction. These agreements range from 12 to 25 
years in length and contain firm commitments by FPL totialing up to approximately $289 million annually or $6.3 billion over the 
terms of the agreements. These firm commitments are contingent upon the occurrence of certain events, including approval 
by the FERC and completion of construction of ihe facilities in mid-2008 and 201 1. 
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lnsurance - Liability for accidents at nuclear power plants is governed by the PriceAnderson Act, which limits the liability of 
nuclear reactor owners to the amount of insurance available from both private sources and an industry retrospective payment 
plan. In accordance with this Act, FPL Group maintains $300 million of private liability insurance per site, which is the 
maximum obtainable, and participates in a secondary financial protection system under which it is subject to retrospective 
assessments of up to $805 million ($402 million for FPL), plus any applicable taxes, per incident at any nuclear reactor in the 
United States, payable at a rate not to exceed $120 million ($60 million for FPL) per Incident per year. FPL Group and FPL are 
contractually entitled to recover a proportionate share of such assessments from the owners of minority interests in Seabrook, 
Duane Amold and St. Lucie Unit No. 2, which approximates $12 million, $30 million and $15 million, plus any applicable taxes, 
per incident, respectively. 

FPL Group participates in nuclear insurance niutual coinpanies that provide $2.75 billion of limited insurance coverage per 
occurrence per site for property damage, decontamination and premature decommissioning risks at its nuclear plants. The 
proceeds from such insurance, however, must first be used for reactor stabillzatibn and site decontamination before they can 
be used for plant repair. FPL Group also participates in an insurance program that provides limited coverage for replacement 
power costs if a nuclear plant is out of service for an extended period of time because of an accident. In the event of an 
accident at one of FPL Group's or another paiticipating insured's nuclear plants, FPL Group could be assessed up to $169 
million ($97 million for FPL), plus any applicable taxes, in retrospective premiums. FPL Group and FPL are contractually 
entitled to recover a proportionate share of such assessments from the owners of minority interests in Seabrook, Duane Arnold 
and St. Lucie Unit No. 2, which approximates $2 million, 165 million and $4 miillion, plus any applicable taxes, respectively. 

Due to the high cost and limited coverage available from third-party insurers, FPL does not have insurance coverage for a 
substantial portion of its transmission and distribution property and FPL Group has no insurance coverage for FPL FiberNet's 
fiber-optic cable located throughout Florida. Should FPL's future storm restoration costs exceed the reserve amount (see Note 
I - Securitization), FPL may recover pruderitly incurred storm restoration costs either through securitization provisions 
pursuant to the Florida Statutes or through surcharges approved by the FPSC. 

In the event of a loss, the amount of insurance (available might not be adequate to cover property damage and other expenses 
incurred. Uninsured losses and other expenses, to the extent not recovered from customers In the case of FPL, would be 
borne by FPL Group and FPL and could have a material adverse effect on FPL Group's and FPL's financial condition and 

. results of operations. 

Litigation - In November 1999, the Attorney General o i  the United Stater;, on behalf of the US. Environmental Protection 
Agency (EPA), brought an action in the US. District Court for the Northern District of Georgia against Georgia Power 
Company and other subsidiaries of The Southern Conipany for certain alleged violations of the Prevention of Significant 
Deterioration (PSD) provisions and the New Source Performance Standards (NSPS) of the Clean Air Act. In May 2001, the 
EPA amended its complaint to allege, among other things, that Georgia IPower 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. It also alleges that unspecified major modifications have been made at Scherer Unit No. 4 
that require its compliance with the aforementioned Clean Air Act provisions. The EPA seeks injunctive relief requiring the 
Installation of best available control technology and civil penalties of up to $25,000 per day for each violation from an 
unspecified date after June 1, 1975 through January 30, 1997 and $27,5010 per day thereafter for each violation. The EPA 
further revised its civil penalty rule in February 2004, such that the maximum penalty is $32,500 per day for each violation after 
March 15, 2004. Georgia Power Company has answered the amended complaint, asserting that it has complied with all 
requirements of the Clean Air Act, denying the plaintiffs allegations of liability, denying that the plaintiff is entitled to any of the 
relief that it seeks and raising various other defens'ss. In June 2001, a federal district court stayed discovery and 
administratively closed the case and the EPA has not yet moved to reopen the case. In April 2007, the U.S. Supreme Court in 
a separate unrelated case rejected an argument that a "major modification" occurs at a plant only when there is a resulting 
increase in the hourly rate of air emissions. Georgia Power Company has made a similar argument in defense of its case, but 
has other factual and legal defenses that are unaffected t ~ y  the Supreme Co i~ r t ' ~  decision. 

In August 2001, Florida Municipal Power Agency (FMPA:) filed with the US. Court of Appeals for the District of Columbia (DC 
Circuit) a petition for review asking the DC Cincuit to reverse and remand orders of the FERC denying FMPA's request for 
credits for transmission facilities owned by FMIPA members. This matter arose from a 1993 FPL filing of a comprehensive 
restructuring of Its then-existing tariff structure. ,All issues related to that filing were settled in September 2000 except for three 
issues reserved by FMPA: (i) FMPA's request for transinission credits related to the costs of its transmission facilities (the 
crediting issue), (ii) treatment of behind-the-meter genewion and load ratio ]pricing for network integration transmission service 
(the behind-themeter issue), and (iii) exclusions from FPL's transmission rates of the costs of FPL's facilities that fail to meet 
the same integration test that was applied to FMPA's facilities with respecl: to the crediting issue (the rate base issue). The 
FERC and the DC Circuit have rejected FMPA's claim for transmission credits, which would have reduced FMPA's payment 
obligation to FPL for network integration transmi!ssion senrice. 
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With regard to the behind-the-meter issue, tihe FERC: rejected FMPA's argument that its obligation to pay for network 
integration transmission sewice should be reduced to the extent that FPL allegedly cannot provide transmission service 
because of "physical transmission limitations.N' In June 2005, the DC Circuit remanded the case to the FERC for further 
consideration. In December 2005, the FERC issued an order on remand finding that load ratio share pricing is appropriate 
notwithstanding constraints on a third-party's system. In January 2006, FklPA filed a rehearing request of this order with the 
FERC, which the FERC denied in July 2006. FMPA submitted a petition for review of the FERC's December 2005 and July 
2006 orders at the DC Circuit. In January 2008,, the DC Circuit denied FMP,A's petition for review. 

With regard to the rate base issue, in May 2004 FPL rnade a compliance filing of a proposed rate schedule that does not 
include those facilities of FPL that fail to meet the same integration test that was applied to the FMPA facilities. Pursuant to 
that filing, FPL's current network transmission late would have been reduced by $0.02 per kilowatt (kw) per month. In June 
2004, FMPA filed a protest to FPL's compliance! filing, arguing that FPL's current network transmission rate should be reduced 
by approximately $0.41 per kw per month. In January :2005, the FERC issued an order on FPL's compliance filing. In the 
order, the FERC accepted FPL's standards for analyzing the transmission system and agreed that FPL's "Georgia Ties" and 
"Turkey Point Lines" are part of FPL's integrated grid. The FERC required FPL to make an additional compliance filing 
removing the cost of all radial transmission lines from tcansmission rates, ;analyzing the FPL transmission system to remove 
the cost of any transmission facilities that provi'de only "unneeded redundancy," and calculating rate adjustments using 1993 
data rather than 1998 data. FPL made this cornpliance 191ing in April 2005, under which FPL's current rate would be reduced 
by $0.04 per kw per month. In May 2005, FMiPA protested FPL's compliance filing and argued that FPL's rates should be 
reduced by an additional $0.20 per kw per month, potentially resulting in B refund obligation to FMPA of approximately $26 
million at Decemberdl, 2007. Any reduction in FPL's iietwork service rate also would apply effective January 1, 2004 to 
Seminole Electric Cooperative Inc. (Seminole), FPL's other network customer. The potential refund obligation to Seminole 
based on FMPA's position is approximately $13 million at December 31,2007. 

In December 2005, the FERC issued an order accepting FPL's April 20058 compliance filing in part, rejecting it in part, and 
directing the submlssion of a further compliancr! filing. The FERC concluded that it is not clear whether FPL failed to test its 
non-radial facilities in a manner comparable to the way ilt tested FMPA's facilities. FPL filed a rehearing request in January 
2006, which the FERC denied In July 2006. FF'L filed a request for rehearing of the FERC's July 2006 order. In September 
2006, FPL made the required compliance filing, removing additional transmission facilities from rates. In February 2008, the 
FERC granted FPL's request for rehearing of the July 2006 order and reconsidered the December 2005 order. Upon 
reconsideration, the FERC accepted FPL's April 2005 compliance filing in full and dismissed as moot FPL's September 2006 
compliance filing. The refund liability under the April :2005 compliance filing is approximately $4 million to FMPA and 
approximately $2 million to Seminole at Decembler 31, 2007. 

In 1995 and 1996, FPL Group, through an iindirect subsidiary, purchased from Adelphia Communications Corporation 
(Adelphia) 1,091,524 shares of Adelphia comrnon stock and 20,000 shares of Adelphia preferred stock (convertible into 
2,358,490 shares of Adelphia common stock) for an aggregate price of approximately $35,900,000. On January 29, 1999, 
Adelphia repurchased all of these shares for $14.9,213,1313 in cash. On June 24, 2004, Adelphia, Adelphia Cablevision, L.L.C. 
and the Official Committee of Unsecured Creditors of Adcilphia filed a complaint against FPL Group and its indirect subsidiary 
in the US. Bankruptcy Court, Southern District of New L'ork. The complairit alleges that the repurchase of these shares by 
Adelphia was a fraudulent transfer, In that at the time of the transaction Adslphia (i) was insolvent or was rendered insolvent, 
(ii) did not receive reasonably equivalent value in exchancle for the cash it paid, and (iii) was engaged or about to engage in a 
business or transaction for which any property rmaining with Adelphia had unreasonably small capital. The complaint seeks 
the recovery for the benefit of Adelphia's bankruptcy estate of the cash paid for the repurchased shares, plus interest. FPL 
Group has filed an answer to the complaint. FPL Group believes that the complaint is without merit because, among other 
reasons, Adelphia will be unable to demonstrate! that (i) Adelphia's repurchase of shares from FPL Group, which repurchase 
was at the market value for those shares, was not for reasonably equivalent value, (ii) Adelphia was insolvent at the time of the 
repurchase, or (iii) the repurchase left Adelphia with unreasonably small capital. The case is in discovery and has been 
scheduled for trial in March 2009. 

In February 2003, Scott and Rebecca Finestone brought an action on behalf of themselves and their son Zachary Finestone in 
the US. District Court for the Southern District of Florida alleging that their son has developed cancer (neuroblastoma) as a 
result of the release and/or dissipation into the air, water, soil and underground areas of radioactive and non-radioactive 
hazardous materials, including strontium 90, and the release of other toxic materials from FPL's St. Lucie nuclear power 
plant. The complaint, as subsequently amended, includes counts against F'PL for strict liability for allegedly engaging in an 
ultra-hazardous activity and for alleged negligence in opeiating the plant in ti manner that allowed emissions of the foregoing 
materials and failing to limit its release of nuclear fission products as prescribed by federal and state laws and regulations. The 
plaintiffs seek damages in excess of $1 million. In January 2006, the court granted FPL's motion for final summary judgment 
and dismissed the case. In February 2006, the plaintiffs; filed a notice of appeal of the court's decision, which appeal is 
pending before the U.S. Court of Appeals for the iEleventh Circuit. Oral argument was held in November 2007. 
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In May 2003, Tish Blake and John Lowe, as personal representatives of the Estate of Ashton Lowe, on behalf of the estate and 
themselves, as surviving parents, brought an action in t17e U.S. District Court for the Southern District of Florida alleging that 
their son developed cancer (medulo-blastoma) as a rl3sult of the release and/or dissipation into the air, water, soil and 
underground areas of radioactive and non-radioactive hazardous materials, including strontium 90, and the release of other 
toxic materials from FPL's St. Lucie nuclear povver plant. The allegations, counts and damages demanded in the cornplaint, as 
subsequently amended, are virtually identical to those contained in the Finestone lawsuit described above. In January 2006, 
the court granted FPL's motion for final summary judgment and dismissed the case. In February 2006, the plaintiffs filed a 
notice of appeal of the court's decision, which appeal is pending before the 1J.S. Court of Appeals for the Eleventh Circuit. Oral 
argument was held in November 2007. 

In August 2003, Pedro C. and Emilia Roig brou(1ht an action on behalf of themselves and their son, Pedro Anthony Roig, in the 
Circuit Court of the Eleventh Judicial Circuit in and for Miami-Dade County, Florida (the state court), which was removed in 
October 2003 to the U.S. District Court for the Southern District of Florida, against Aventis Pasteur and a number of other , 
named and unnamed drug manufacturing and distribution companies and FPL, alleging that their son has suffered toxic 
neurological effects from mercury poisoning. The sources of mercury exposure are alleged to be vaccines containing a 
preservative called thimerosal that were allegedly manufactured and distriibuted by the drug companies, mercury amalgam 
dental fillings, and emissions from FPL power plants In southeast Florida. The complaint includes counts against all 
defendants for civil battery and against FPL for alleged iiegligence in opemting the plants such that the son was exposed to 
mercury and other heavy metals emissions. Thle damages demanded from FPL are for injuries and losses allegedly suffered 
by the son as a result of his exposure to the plants' mercury emissions and the parents' alleged pain and suffering, medical 
expenses, loss of wages, and loss of their son'fj services and companionship. No amount of damages is specified. The US. 
District Court remanded the action back to the state court. The drug manufacturing and distribution companies have moved to 
dismiss the action. Plaintiffs and FPL have agreed that FPL will not respond to the complaint until requested by the plaintiffs. 

In December 2003, Edward and Janis Shiflett brought an action on behislf of themselves and their son, Phillip Benjamin 
Shiflett, in the Circuit Court of the Eighteenth Judicial Circuit in and for Brevard County, Florida (the state court), which was 
removed in January 2004 to the US. District Court for the Middle District of Florida, against Aventis Pasteur and a number of 
other named and unnamed drug manufacturing and distribution companies, FPL and the Orlando Utilities Commission, 
alleging that their son has suffered toxic neurological effects from mercury poisoning. The allegations, counts and damages 
demanded in the complaint with respect to FPL are virtually identical to those contained in the Roig lawsuit described 
above. FPL's motion to dismiss the complaint was deniell. The U.S. District Court subsequently remanded the action back to 
the state court. The state court Subsequently dismissed the drug martufacturing and distribution companies from the 
action. Plaintiffs' appeal of that order is pending before the Florida Fifth District Court of Appeal. Plaintiis and FPL have 
agreed that FPL will not respond to the complaint until requested by the plaintiffs. 

In October 2004, TXU Portfolio Management Company (TXU) served FPL Energy Pecos Wind I, LP, FPL Energy Pews Wind I 
GP, LLC, FPL Energy Pecos Wind I I ,  LP, FPL Energy Ptms Wind Il GP, LLC and Indian Mesa Wind Farm, LP (FPL Energy 
Affiliates) as defendants in a civil action filed iin the District Court in Dallas County, Texas. FPL Energy was added as a 
defendant in 2005. The petition alleged that the FPL Energy Affiliates had a contractual obligation to produce and sell to TXU 
a minimum quantity of energy each year and that the FPL. Energy Affiliates f<ailed to meet this obligation. The plaintiff asserted 
claims for breach of contract and declaratory judgment and sought damages of approximately $34 million. The FPL Energy 
Affiliates filed their answer and counterclaim in November 2004, denying the allegations. The counterclaim, as amended, 
asserted claims for conversion, breach of fiduciary duty, breach of warranty, conspiracy, breach of contract and fraud and 
sought termination of the contract and damages. Following a jury trial in Juine 2007, among other findings, both TXU and the 
FPL Energy Affiliates were found to have breached the contract. In January 2008, the judge entered a ruling pursuant to which 
the contract is not terminated and neither party will recover any damages. 

In addition to those legal proceedings discussed above, FPL Group and its subsidiaries, including FPL. are involved in a 
number of other legal proceedings and claims in the ordinary course of their businesses. Generating plants in which FPL 
Group or FPL have an ownership interest are also involved in legal proceedings and claims, the liabilities from which, if any, 
would be shared by FPL Group or FPL. 

In the event that FPL Group and FPL, or their affiliates, do not prevail in these lawsuits, there may be a material adverse effect 
on their financial statements. However, FPL Gn)up and FPL believe that they, or their affiliates, have meritorious defenses to 
all the pending litigation and proceedings discussed above under the heading Litigation and are vigorously defending the 
lawsuits. While management is unable to predict with certainty the outcome of the legal proceedings and claims discussed or 
described herein, based on current knowledge it is not expected that their iultimate resolution, individually or collectively, will 
have a material adverse effect on the financial statements of FPL Group or FPL. 

' 
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17. Segment Information 

FPL Group's reportable segments include FPL, 51 rate-regulated utility, and FF'L Energy, a competitive energy business. 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 elelMcity represented approximately 98%, 97% and 96% of FPL Group's 
operating revenues for the years ended December 31, 2007, 2006 and 2005. Less than 1% of operating revenues were from 
foreign sources for each of the three years ended Decernber 31, 2007, 2006 and 2005. At December 31, 2007 and 2006, less 
than 1% of long-lived assets were located in foreign countries. 

FPL Group's segment information is as follows: 

2006 2005 2007 -- 
Corp. Corn. COm _ _  

FPL and FPL ani FPL a$- 
FPL Energy"' Other Total FPL Energy") Other Total FPL Energy"' Other Total - 

(millbns) - - 
Operating revenues $ 11,622 $ 3,474 $ I67 $15,2133 $ 11.988 $ 3.5158 S 164 $15,710 $ 9,528 $ 2,221 $ 97 $ 11,846 
Operatlng expenses $10,059 S 2,753 $ ltB $12,9130 $10,525 5 2,803 5 285'" $13,613 S 8.181 5 2,067 $ 108 $ 10,356 
lntemt charges $ 304 $ 312 $ I 46  $ 7132 $ 278 $ 269 $ 159 $ 706 S 224 $ 223 S 146 $ 593 
Interest Income $ 1 7 5  4 0 5  32 $ S S $  3 0 s  2 5 s  7 $ 6 2 s  1 4 5  2 8 $  2 7 s  69 
DepreCiatlonandamortization $ 773 $ 473 S 115 $ 1,261 $ 787 S 375 $ 23 S 1,185 5 951 $ 311 $ 23 $ 1,285 
Equity in earnings of equity 

method investees $ - $ 68 $ - $ 68 $ - $ l 8 l " ' S  - $ 181 S - S 124 $ - $ 124 
Income tax expense 

(benefit) Id) S 451 $ (35) $ (418) $ 308 $ 424 $ 110 S (137) $ 397 S 408 0 (55) S (71) $ 282 
Net Income (loss) $ 836 $ 540 $ (64) 8 1,312 $ 802 $ 610'' S (131)" $ 1,281 $ 748 S 203 S (50) $ 901 
Capital expendlhlres, Independent 

power investments and 
nudear fuel purchases $ 2,007 $ 2.981 $ Pi1 $ 5,0'19 $ 1,868 $ 1,809 $ 62 $ 3,739 5 1,711 $ 822 $ 13 $ 2.546 

Pmperty,plantandequlpment $27,251 $ 13,534 $ 255 $41,040 $25,686 $ 10,224 $ 242 $36,152 $24,407 $ 8,568 $ 334 $33,309 
Accumulated depreciation $10,081 $ 2,167 $ 140 5 12,3118 $ 9,848 $ 1,679 $ 126 $11,653 $ 9,530 S 1,253 S 105 $10,888 

and amortization 
Total assets $24,044 $ 14.505 $ 1,574 $40.1;!3 $22.970 S 11,305 $1,547 $35,822 $22.347 $ 9.383 5 869 $92,599 
Investment in equity 

' method irmestees S - $  2 1 6 $  9 $ 2 : ! 5 $  - 5  3 6 1 $  9 $ 3 7 0 $  - $  3 2 0 $  9 $ 3 2 9  

0 FPL Energy's Interest charges are based on a deemed capkal stwcture of 50% debt for operating pnijecb and 100% debt for projects under construction. Residual non-utility 
Interest charges are Included In Corporate and Other. 

(b) lndudes a $98 mlllbn ($60 mllllon after-tax) Impairment charge recorded at FF'L FiberNet See Note 5 - Corporata and Other. 
lndudes an lndoneslan proJect gain of $97 million ($63 million aftor-tax). Sea Note 11 - FPL Energy. 

(d) FPL Energy's tax expense (benefit) Includes productbn tax credit!, that were nmgnked based on tts tax sharing agreement wlth FPL Group. See Note 1 - Income Taxes. 

18. Summarized Financial Information of FPL Group Capital 

FPL Group Capital, a 100% owned subsidiary of FPL GNXI~, provides funding for and holds ownership interest in FPL Group's 
operating subsidiaries other than FPL. Most of FPL Group Capital's debt, including its debentures, and payment guarantees are 
fully and unconditionally guaranteed by FPL Group. Condensed consolidating financial information is as follows: 

Condensed Consolidating Statements of IncomEi 

Operating revenues 
Operating expenses 
Interest charges 
Other income (de- 

ductions) - net 
Income (loss) before 

Income taxes 
Income tax expense 

(beoem) 
Net l-come (loss) 

Year Ended 
December 31,2007 

FPL FPL 
Group FPL GWP 

(Guam- Group ConsoiC 
tor) Capital Othe?' dated 

$ . $ 3,646 $ 11,617 $ 15,263 . (2,926) (10,054) (12,980) 
(18) (458) (285) (762) 

133 1,322 (1,296) 159 

1,303 395 (18) 1.660 

Year Ended Year Ended 
December 31, 2006 December 31,2005 

FPL FPL FPL FPL 

(Guam- Group ConsdC (Guam- Group ConsolC 
tor) Capital Other"' dated tor) Capital Othep) dated 

Group FPL Group Group FPL Group 

(milllons) 

$ - $ 3,728 $ 11,982 $ 15,710 $ - $ 2,323 $ 9,523 $ 11,846 
(23) (3,070) (10,520) (13,613) - (2,180) (8,176) (10,356) 
(21) (428) (257) (706) (25) (366) (202) (593) 

1,248 493 (63) 1,678 884 52 247 1,183 

(75) (9) 452 368 7 (33) 423 397 (109) (17) 406 282 
$ 1,312 $ 470 $ (486) 8 5 (470) $ 1,312 $ 1,281 $ 486 1,281 $ 901 $ 161 S (161) $ 901 -- 

(a) Represents FPL and consolidating adjustments. 

93 



FPL GROUP, INC. AND FlLORlDA POWER & LIGHT COMPANY 
NOTES TO CONSOL.IDATEOi FINANCIAL ST,ATEMENTS (Continued) 

Condensed Consolidating Balance Sheets 

December 31, ,2007 December 31,2006 - 

PROPERTY, PLANT AND EQUIPMENT 
Electric utlltty plant in service and other property 
Less accumulated depreclatlon and amortization 

Total property, plant end equipment - net 
CURRENT ASSETS 

Cash and cash equivalents 
Receivables 
Other 

Total current asaets 

Investment In subsidiaries 
Other 

OTHER ASSETS 

Total other assets 
TOTAL ASSETS 

CAPITALIZATION 
Common shareholders' equny 
Long-term debt 

CURRENT LIABILITIES 
Total capltallzation 

Debt due within one year 
Accounts payable 
Other 

Total current liabilitles 

Asset retirement obligations 
Accumulated deferred income taxes 
Regulatory liabilities 
Other 

OTHER LIABILITIES AND DEFERRED CREDITS 

Total other ilabllltles and deferred credits 
COMMITMENTS AND CONTINGENCIES 
TOTAL CAPITALIZATION AND LIABILITIES 

FIJL FPL FPL FPL 
GKIUP FPL Group Group FPL Group 

(Guziran- Group Consoli- (Guam- Group Consoii- 
t o L  Capital Other'.' dated tor) Capltal Other'.' dated 

(millions) 
- 
$ - $13,790 $ 27,250 $ 41.040 $ - $ 10,466 $25,686 $ 36,152 - (ll3.080) (2,308) (12,388) - (9,848) (1,805) (11,653) - 11,482 28.652 1'7,170 - 15,836 6,661 24,499 

- 227 63 290 556 64 620 
683 803 1.656 

-- -- 
39 816 866 1.721 170 

700 1,844 2,554 12 529 1,227 1.768 10 
51 1,572 2.156 3,779 180 1,939 2,711 4,830 

-------- -- 
10,474 - (10,474) - 8,892 - I  W Q 2 )  

7,692 1,632 2,121 3,939 1,166 1,748 3,579 6,493 
12,106 2,121 (8,535) 7,692 11,058 1.748 (6,313) 6,493 

$ 12,157 $15,175 $ 11,238 $ 12,791 $ 40,123 $ 12.348 $12,236 $ 35,822 
-- 
$ 10,735 $ 3,198 $ (3,198) $ 10,735 $ 9,930 $ 2,354 $ (2,354) $ 9$30 -- - 6,305 11,280 4,975 - 5,377 4,214 9,591 

9,503 10,735 11,777 22,015 8,930 7,731 1,860 19,521 

- 1,335 1,083 2.418 - 2,112 630 2.742 
3 495 706 1,204 325 735 1,060 

68 700 1,368 2,136 222 685 1,817 2,524 
71 2.530 3.157 5,758 222 3.122 2.982 6,326 

- 504 1,653 2,157 240 1.572 1,820 
367 970 i!.484 3,821 269 945 2.218 3,432 

-- - 

696 - ?1;255 3.951 531 - 3,121 3,652 
286 302 483 1,071 

1351 3,142 ?,e57 12,350 1.086 1.495 7,394 9,875 
288 1.668 465 2,421 -- - -- -- 

$ 12157 $15,175 $ 12.791 $ 40,123 $ 11.238 $ 12,348 $12,236 $ 35,822 

(a) Represents FPL and consolidating adjustments. 
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FPL GROUP, INC. AND FLORIDA POWER 8 LIGHT COMPANY 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

Condensed Consolidating Statements of Cash Flows 

Year Ended Year Ended Year Ended 
December 31,2006 December 31,2005 December 31,2007 

NET CASH PROVIDED.BY 
OPERATING ACTIVITIES 

CASH FLOWS FROM 
INVESTING ACTIVITIES 
Capital expenditures, 

Independent power 
Investments and 
nudear fuel purchases 

Sale of independent 
power Investments 

Loan repayments and 
capital dlstrlbutlons from 
equity method inmateas 

Funding of secured loan 
Pmceeds fmm termination 

and sale of leversged 
leases 

Other- net 
Net cash used in 

Investing actlvlties 

CASH FLOWS FROM 
FINANCING ACTIVITIES 
Issuances of long- 

term debt 

long-term debt and 
FPL preferred stock 

Pmceedr from purchased 
Corporate Unlts 

Payments to terminate 

Net change In 

issuances of common stock 
Dividends on common stock 
Other - net 

' Retirements of 

COQO- Unb 

short-term debt 

Net cash provlded by 
(used in) financhg 
actlvitles 

Net increase (decrease) in 
cash and cash equivalents 

Cash and cash equivalents 
at beglnnlng of year 

Cash end cash equivalents 
at end of year 

FPL FPL FPL FPL FPL FPL 
Group Gmup FPL Gmup Group FPL Gmup Gmup FPL 

COnSOlC (Guar- Group Consoli. (Guar- Gmup Consol& (Guar- Group 
antor) Capital Other'" dated antor) Capital Other'" dated antor) Captal Other'" dated 

(millions) 

11 11 199 
(43) 

- 199 - (43) 

1 ,969 1,230 3,199 - 2,470 938 3,408 803 588 1.391 

- (1,616) (25EI) (1,866) - (1,530)l (135) (1,665) (715) (505) (1,220) 

- 210 - 210 

- (258) - (258) 

- 667 667 ' - 639 
- (292) 212 - 467 (529) 333 (62) 

46 333 
1854) .. (654) (593) - (593) (544) - (544) 

(e) 458 (442:) 10 (12) (289) 327 4 (8) 323 (327) (10) 

b) Represents FPL and consolldatlng adjustments. 
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FPL GROUP, INC. AND FLORIDA POWER! & LIGHT COMPANY 
NOTES TO CONSOLIIDATED FINANCIAL STATEMENTS (Concluded) 

19. Quarterly Data (Unaudited) 

Condensed consolidated quarterly financial infomation is 21s follows: 

FPL GROUP: 

Operating revenues @) 

Operating income *) 
Net income @I . 
Earnings per share le) 

Earnings per share - assuming dilution 
Dividends per share 
High-low common stock sales prices 

Operating revenues *) 
Operating income *) 
Net income @) 

Earnings per share 
Earnings per share - assuming dilution 10) 

Dividends per share 
High-low common stock sales prices 

FPL: 

Operating revenuas 
Operating income *I 
Net income @I 

Operating revenues *I 
Operating income *) 
Net income Ib) 

- 2007 

2006 

2007 

2006 

- March31 - JlJne 30 I.) September 30 December 31 ('1 

(millions, except per share amounts) 

$3,075 
$ 298 
$ 150 
$ 0.38 
$ 0.38 
$ 0.41 
$ Ei3.07-53.72 

$21,584 
$ 473 
$ 251 
$ 0.64 
$ 0.64 
$0.375 
$4,3.42-38.85 

$2,448 
$ 247 
$ 126 

$3,929 
$ 1664 
$ g405 
$ 1.02 
$ 1.01 
$ 0.41 
$661.52-56.18 

$3,1309 
$ 435 
$ :236 
$ 01.60 
$ 01.60 
$0.:375 
$41.97-37.81 

$2,905 
$ 383 
s 211 

$2,584 $2,099 
$ 246 $ 339 
$ 122 $ 1182 

$4,575 
$ 900 
$ 533 
$ 1.34 
$ 1.33 
$ 0.41 
$64.20-54.61 

$4,694 
$ 872 
$ 527 
$ 1.33 
$ 1.32 
$0.375 
$45.87-40.59 

$3,445 
$ 591 
$ 326 

$3,513 
$ 565 
$ 328 

$3,683 
$ 421 
$ 224 
$ 0.56 
$ 0.56 
$ 0.41 
$72.77-60.26 

$3,623 
$ 317") 
$ 2681.1 
$ 0.68'*) 
$ 0.67") 
$0.375 
$55.57-44.97 

$2,824 
$ 342 
$ 173 

$2,892 
$ 313 
$ 170 

In the opinion of FPL Group and FPL, all adjustments. which consist of nc~,nnai recurring acuuals tiecessary to present a fair statement of the amounts shown for such 
perbds. have been made. Resuks of operatlono for an lnterinr period genwally wlll not give a tn~e Indication of resuits for the year. 

(b) The sum of the quarterly amounts may not equal the total for the year due to rounding. 
(C) The sum of the quarterly amounts may not equal the total for the year due to rounding and changes In weighted-average number of common shares outstanding. 
fd) includes Impairment charges. See Nota 5. 
(0) includes lmpalrmant charges and an Indonesian project gain. See Note 5 and Note 11 - FPL Eneqay. 
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Item 9. Changes in and Disagreements 'With Accountants on Accounting and Financial Dlsclosure 

None 

Item 9A. Controls and Procedures 

Disclosure Contrds and Procedures 

As of December31, 2007, each of FPL Group and FPL had performed an evaluation, under the supervision and with the 
participation of its management, including FPL Group':; and FPL's chief executive officer and chief financial officer, of the 
effectiveness of the design and operation of each company's disclosure controls and procedures (as defined in Exchange Act Rule 
13a-I5(e) or 15d-i5(e)). Based upon that evaluation, the chief executive officer and chief financial officer of each of FPL Group and 
FPL concluded that the company's disclosure controls and procedures are effective in timely alerting them to material infomation 
relating to the company and its consolidated subsidiaries required to be included in the company's reports filed or submitted under 
the Exchange Act and ensuring that informatiori required to be disclosed in the company's reports filed or submitted under the 
Exchange Act is accumulated and communicated to management, including its principal executive and principal financial officers, to, 
allow timely decisions regarding required disclosure. FPL Group and FPL each have a Disclosure Committee, which is made up of 
several key management employees and reports directly to the chief executive officer and chief financial officer of each company, to 
monitor and evaluate these disclosure controls and pnxedures. Due to the inherent limitations of the effectiveness of any 
established disclosure controls and procedures, management of FPL Group and FPL cannot provide absolute assurance that the 
objectives of their respective disclosure controls aind procedures will be met. 

lnternal Control Over Financial Reporting 

Management's Annual Report on Internal Control Over Financial Reporting 

See Item 8. Financial Statements and Supplementary Data. 

Attestation Report of the Independent Registered Public Accounting Firm 

See Item 8. Financial Statements and Suppllementary Data. 

Changes in lntemal Control Over Financial Reporting 

FPL Group and FPL are continuously seeking to irnprove the efficiency and effectiveness of their operations and of their 
internal controls. This results in refinements to pmesses throughout FPL Group and FPL. However, there has been m 
change in FPL Group's or FPL's internal control over financial reporting that occurred during FPL Group's and FPL's most 
recent fiscal quarter that has materially aflected, or is reasonably likely to materially affect, FPL Group's or FPL's internal 
control over financial reporting. 

Item 9B. Other Information 

None 

PART 111 

Item I O .  Directors, Executive Officers arid Corporate Governance 

The information required by this item will be included irl FPL Group's Proxy Statement which will be filed with the SEC in 
connection with the 2008 Annual Meeting of Shareholders (FPL Group's Proxy Statement) and is incorporated herein by 
reference, or is included in Item 1. Business - Executive Officers of FPL Group. 

Item 11. Executive Compensatlon 

The information required by this item will be included in FF'L Group's Proxy Statement and is incorporated herein by reference. 

Item 12. Security Ownership of Certain Beneficial Owners anld Management and Related Stockholder 
Matters 

The information required by this item relating KO security ownership of certain beneficial owners and management will be 
included in FPL Group's Proxy Statement and is incorporated herein by reference. 
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SECURITIES AUTHORIZED FOR ISSUANCE UNDER EQUITY COMPENSATION PLANS 

FPL Group's equity compensation plan information as of December 31, 2007 is as follows: 

Number of securities remaining 
available for future issuance 

issued upon exercise of Weighted-average exercise under equity compensation 
outstanding options, warrants price of outstanding options, plans (excluding securities 

Number of securities to be 

and rights warrants and rights reflected in column (a)) 
Plan category (a;-- (b) (C) 

Equity compensation 
plans approved by 
security holders 

Equity compensation 
plans not approved by 
security holders 

5,777,624 

1 'I ,769 

$31.72 

1$16.32 

10,075,551 

Represents options granted by Gexa Corp. under its Anlended and Restated 2004 incentive Plan and pursuant to various individual grants. all of which were 
made prior to the acquisition of Gexa Corp. All such options were assumed by FPL Group In connection with the acquisltlon of Gexa Corp. and are fully vested 
and exercisable for shares of FPL Group common stock. No further (grants of stock options will be made under this plan. 

Item 13. Certain Relationships and Related Transactions, and Director Independence 

The information required by this item, to the extent applicable, will be iricluded in FPL Group's Proxy Statement and is 
incorporated herein by reference. 

Item 14. Principal Accountant Fees and Services 

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

FPL - The following table presents fees billed for professional services rendered by Deloitte & Touche LLP, the member firms 
of Deloitte Touche Tohmatsu, and their respective affiliates (collectively, Deloitte & Touche) for the fiscal years ended 
December 31,2007 and 2006. The amounts presented below reflect allocations from FPL Group for FPL's portion of the fees, 
as well as amounts billed directly to FPL. 

Audit fees (* 
Audit-related fees ' 

Tax fees 
All other fees 
Total 

2007 

$ 2,426,000 
169,000 
38,000 

$ 2,633,000 

2006 

$ 2,571,000 
252,000 
37,000 

- 

- 
$ 2860000 -- 

' (a) Audit fees consist of fees billed for professionel servlces rendered for the audit of FPL's and FPL Group's annual consolidated financial statements for the fiscal 
year, the revlsws of the financial statements included in FP'L's and FPL Group's Quarterly Reports on Form 104 for the fiscal year, attestation of management's 
assessment of internal control o w  financial reporting (2006 only) and the audit of the effectiveness of internal control over finandal reporting. comfort letters. 
consents, and other services related to SEC matters. senkes in conriection WW annual and semi-annual filings of FPL Group's finandel statements with the 
Japanese Ministry of Finance and accounting consultations to the extent necessary for Deloitte B Touche to fulfill its responsibility under Public Company 
Accounting Oversight Board standards. 

(b) Audlt-related fees consist of fees billed for assurance and neiated services that are reasonably rolated to the performance of the audlt or review of FPL's and FPL 
Group's consolidated fihandal statements end are not reported under audit fees. These fees prharily related to audits of subsidiary Rnanclai statements, comfort 
letters, consents and other setMces related to subsidlary (nonSEC regiritrant) financing activitles, audits of employee benefit plans and consultation on acmunting 
standards and on transactions. 

(4 Tax fees  conslst of fees billed for professional services rendered for tax :ompilance, tax advice aind tax planning. In 2007 and 2006, ail tax fees paid related to tax 
compliance services. 

(a AM other fees consist of fees for products and services other than the services reported under the: other named categohs. In 2007 and 2006. there were no other 
fees incurred in this category. 



In accordance with the requirements of Section 404 of the Sarbanes-Oxley Act of 2002 (Sarbanes-Oxley), FPL Group's Audit 
Committee's pre-approval policy for services provided by the independent auditor and the Charter of the Audit Committee, all 
services performed by Deloitte & Touche are approved in advance by the Audit Committee. Audit and audit-related services 
specifically identified in an appendix to the pre-approval (policy are pre-approved by the Audit committee each year. This pre- 
approval allows management to request the spt~cified audit and audit-related services on an as-needed basis during the year, 
provided any such services are reviewed with the Audit Committee at its neKt regularly scheduled meeting. Any audit or audit- 
related service for which the fee is expected to exceed $250,000, or that involves a service not listed on the pre-approval list, 
must be specifically approved by the Audit Committee pnor to cornmencement of such work. In addition, the Audit Committee 
approves all services other than audit and audit-related services performed by Deloitte & Touche in advance of the 
commencement of such work or, in cases which meet tho de minimus pre-approval exception established by Sarbanes-Oxley, 
prior to completion of the audit. The Audit Cornmittee has delegated to the chairman of the committee the right to approve 
audit, audit-related, tax and other services, within certain limitations, between meetings of the Audit Committee, provided any 
such decision is presented to the Audit Committee at its next regularly scheduled meeting. The Audit Committee reviews on a 
quarterly basis a schedule of all services for which Deloitte & Touche has been engaged and the estimated fees for those 
services. In 2007, no services provided by Deloitte & Touche to FPL or allocated to FPL were approved by the Audit , 

Committee after services were rendered pursuant to the de minimus exception established by Sarbanes-Oxley. In 2006, 
approximately $5,800 (1 6% of total tax fees and 0.2% of !total fees paid to Deloitte & Touche during 2006) of services includgd 
in the tax fees category described above were approved lby the Audit Committee after the services were rendered, pursuant to 
the de minimus exception established by Sarbanes-Oxley. 
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PART IV 

Item 15. Exhibits and Financial Statement Schedules 

(a) 1. Financial Statements 

Management's Report on lntemal Control Over Financial Reporting 
Attestation Report of Independent Registiered Public Accounting Firm 
Report of Independent Registered Public Accounting Firm 
FPL Group: 

Consolidated Statements of Income 
Consolidated Balance Sheets 
Consolidated Statements of Cash Flaws 
Consolidated Statements of Common Shareholders' Equity 

Consolidated Statements of Income 
Consolidated Balance Sheets 
Consolidated Statements of Cash FIQNS 
Consolidated Statements of Common Shareholder's Equity 

Notes to Consolidated Financial Statemeiqts 

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

FPL: 

3. Exhibits (including those incorporated by reference) 

Exhibit 
Number 

*3(i)a 

*3(i)b 

*3(i)c 

"3(i)d 

*3(i)e 

*3(i)f 

'3(i)g 

*3(i)h 

*3(i)i 

DescriDtion 

48 
49 
50 

51 
52 
53 
54 

55 
56 
57 
58 

59-96 

FPL 
GrouDm 

Restated Articles of Incorporation of FPL Group dated December 31, 1984, X 
as amended through March 10,2005 (filed as Exhibit 3(1) to Form S-4, 
File No. 333-124438) 

Amendment to FPL Group's Restated Articles of Incorporation dated July 3, 2006 
(filed as Exhibit 3(i) to Form 8-K dated June 30,2006, Fule No. 1-8841) 

Restated Articles of Incorporation of f:PL dated March 23, 1992 (filed as 
Exhibit 3(i)a to Form 10-K fcir the year ended December 31, 1993, File No. 

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

Amendment to FPL's Restated Article!s 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) 

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

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

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

Amendment to FPL's Restated Articles of Incorporation dated November 30, 
1993 (filed as Exhibit 3(i)g to Form IO-K for the year ended December 31, 
1993, File No. 1-3545) 

X 

1-3545) 
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Exhi bit - Number 

*3(i)j Amendment to FPL's Restiated Articles of Incorporation dated January 20,2004 
(filed as Exhibit 3(i)j to Form IO-K dated December 31,2003, File No. 2-27612) 

Amendment to FPL's Restiated Articles of Incorporation1 dated January 20,2004 
(filed as Exhibit 3(i)k to Form 10-K dated December 31,2003, File No. 2-27612) 

*3(i)k 

FPL 
Qggpm 

X 

X 

*3(i)l Amendment to FPL's Restated Articles of Incorporation dated February 11,2005 X 
(filed as Exhibit 3(i)m to Form IO-K for the year ended December 31,2004, 
File No. 2-27612) 

3(ii)a Amended and Restated Bylaws of FI'L Group, as amended through February 15, 
2008 

*3(ii)b Bylaws of FPL dated May I I, 1992 (filed as Exhibit 3 to Form 8-K dated 
May 1, 1992, File No. 1-3515) 

X 
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Exhibit 
Number 

*4@) 

Mortgage and Deed of Trust dated as, of January I, 1944, and One hundred and 
thirteen Supplements thereto, between FPL and Deutsche Bank Trust Company 
Americas, Trustee (filed as FAibit 8-3, File No. 2-4845; IExhiba 7(a). File 
No. 2-7126; Exhibit 7(a), File No. 2-7!523; Exhibit 7(a), File No. 2-7990; Exhibit 7(a), 
File No. 2-9217; Exhibit 4(a& File No. 2-10093; Exhibit 4(c), File No. 2-11491; 
Exhibit 4(b)l, File No. 2-12!300; Exhibit 4(b)-I, File No. 2-13255; Exhibit 4(b>l, 
File No. 2-13705; Exhibit 4(b>1, File No. 2-13925; Exhibit 4(b)-1, File No. 2-15088; 
Exhibit 4(b>l, File No. 2-15677; Exhibit 4(b>I, File No. 2-20501; Exhibit 4(b>I, 
File No. 2-22104; Exhibit 2(c:), File No. 2-23142; Exhibit 2:(c), File No. 2-24195; 
Exhibit 4(b)-I, 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), IFile No. 2-33038; 
Exhibit 2(c), File No. 2-37679; Exhibit 2(c), File No. 2-390106; Exhibit 2(c), File 
No. 2-41312; Exhibit 2(c), File No. 244234; Exhibit 2(c), IFile No. 2-46502; 
Exhibit 2(c), File No. 248679; Exhibit 2(c), File No. 249726 Exhibit 2(c), File 
No. 2-50712; Exhibit 2(c), File No. 2-52826; Exhibit 2(c), iFile No. 2-53272; 
Exhibit, 2(c), File No. 2-54242; Exhibit 2(c), File No. 2-56228; Exhibits 2(c) and 
2(d), File No. 2-60413; Exhibits 2(c) and 2(d), File No. 245701; Exhibit 2(c), File 
No. 2-66524; Exhibit 2(c), File No. 247239; 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) aiid 4(e), File No. 2-75762; Exhibit 4(c), 
File No. 2-77629; Exhibit 4(c:), File No. 2-79557; Exhibit 99(a) to Post-Effective 
Amendment No. 5 to Form S-8, File hmo. 33-18669; Exhibit 99(a) to Post-Effective 
Amendment No. I to Form 8-3, File ho. 33-46076; Exhibit 4(b) to Form 10-K 
for the year ended December 31, 199.3, File No. 1-3545; IExhibit 4(i) to Form 10-Q 
far the quarter ended June 30, 1994, File No. 1-3545; Exhibit 4(b) to Form ?O-Q 
for the quarter ended June 310, 1995, File No. 1-3545; Exhibit 4(a) to Form IO-Q 
for the quarter ended March 31,1996, File No. 1-3545; Exhibit 4 to Form IO-Q for 
the quarter ended June 30, '1998, File No. 1-3545; Exhibl: 4 to Form IO-Q for the 
quarter ended March 31, 19!39, File No. 1-3545; Exhibit 41[f) to Form 10-K for the 
year ended December 31,2000, File NO. 1-3545; Exhibit ,4(g) to Form IO-K for the 
year ended December 31,2000, File 140. 1-3545; Exhibit ,4(0), File No. 333-102169; 
Exhibn4(k) to Post-Effective Amendment No. 1 to Form $3, File No. 333-102172; 
Exhibit 4(1) to Post-Effective .Amendment No. 2 to Form S,-3, File No. 333-102172; 
Exhibit 4(m) to Post-Effective Amendment No. 3 to Form S-3, File No. 333-102172; 
Exhibit 4(a) to Form IO-Q for the quarter ended September 30,2004, File 
No. 2-27612; Exhibit 4(9 to Amendment No. 1 to Form S-:3, File No. 333-125275; 
Exhibit 4(y) to Post-Effective Amendment No. 2 to Form 51-3, File Nos. 333-1 16300, 
333-1 16300-01 and 333-1 1690042; Ehhibit 4(z) to Post-Effective Amendment 
No. 3 to Form S-3, File Nos. 333-1 163800, 333-1 16300-01 and 333-1 16300-02; 
Exhibit 4(b) to Form IO-Q for the quarter ended March 31,2006, File No. 2-27612; 
Exhibit 4(a) to Form RK dated April 17, 2007, File No. 2-27612; Exhibit 4 to 
Form 8-K dated October I O ,  2007, File No. 2-27612 and Exhibit 4 to Form RK dated 
January 16,2008, File No. 2-27612) 

X X 

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

* 
Descriotion 

FPL 
@&Q - FPL 

Guarantee Agreement between FPL Group (as Guarantor) and The Bank of X 
New York (as Guarantee Trustee) dated as of June 1, 1999 (filed as Exhibit 4(b) 
to Form RK dated July 16, 1!999, File NO. 1-8841) 

7 3/8% Debentures, Series due June 1,2009 (filed as Exhibit 4(d) to Form 8-K 
dated July 16, 1999. File No. 1-8841) 

5 5/8% Debentures, Series due September 1,201 1 (filed i3S Exhibit 4 to Form 8-K 
dated August 18,2006, File No. 1-8841 ) 

Officer's Certificate of FPL Group Capital, dated June 29,1999, creating the X 

Officer's Certificate of FPL Giroup Capital, dated August 113, 2006, creating the X 
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*4( i) 

*4ti) 

Exhibit 
Number 

Indenture (For Unsecured Subordinated Debt Securities irelating to Trust Securities) 
dated as of March 1,2004 among FPL Group Capital, FPL Group (as Guarantor) 
and the Bank of New York (i3S Trustee) (filed as Exhibit 4(au) to Post-Effective 
Amendment No. 3 to Form 8-3, File Nos. 333-102173,333-102173-01,333-102173-02 
and 333-1 021 73-03) 

Preferred Trust Securities Guarantee Agreement betweein FPL Group (as Guarantor) 
and The Bank of New York (as Guarantee Trustee) relating to FPL Group Capital 
Trust I, dated as of March 1!5,2004 (filed as Exhibit 4(aw:1 to Post-Effective Amendment 
No. 3 to Form S-3, File Nos. 333-102'173,333-102173-01,333-102173-02 and 
333-1 021 73-03) 

Amended and Restated Trust Agreement relating to FPL Group Capital Trust I ,  dated 
as of March 15,2004 (filed 21s Exhibit 4(at) to Post-Effective Amendment No. 3 to 
Form S-3, File Nos. 333-102173,333-~102173-01,333-102173-02 and 333-102173-03) 

Agreement as to Expenses ;and Liabilities of FPL Group Capital Trust I, dated as of 
March 15,2004 (filed as Exhibit 4(ax) to Post-Effective Arnendment No. 3 to Form S-3, 
File Nos. 333-102173,333-102173-01,333-102173-02 and 333-102173-03) 

ORicer's Certificate of FPL G~roup Capital and FPL Group, dated March 15,2004, 
creating the 5 718% Junior Subordinatlad Debentures, Series due March 15,2044 
(filed as Exhibit 4(av) to Pcd-Effective Amendment No. 3 to Form S-3, File Nos. 333- 
102173,333-102173-01,333-102173-02 and 333-1021721-03) 

Indenture (For Unsecured Subordinatttd Debt Securities) (dated as of September 1, 
2006, among FPL Group Capital, FPL Group (as Guarantor) and The Bank of 
New York (as Trustee) (filed as Exhibit 4(a) to Form 8-K dated September 19,2006, 
File No. 1-8841) 

Officer's Certificate of FPL Group Capital and FPL Group dated September 19,2006, 
creating the Series A Enhanced Junior Subordinated Debentures due 2066 
(filed as Exhibit 4(b) to Form 8-K dated September 19,2006, File No. 1-8841) 

Officer's Certificate of FPL Group Capital and FPL Group dated September 19,2006, 
creating the Series B Enhanced Junior Subordinated Debentures due 2066 
(filed as Exhibit 4(c) to Form 8-K dated September 19,2006, File No. 1-8841) 

Replacement Capital Covenant dated September 19,2006 by FPL Group Capital 
and FPL Group relating to FPL Group Capital's Series A and Series B Enhanced 
Junior Subordinated Debentures due 21066 (filed as Exhibit 4(d) to Form 8-K dated 
September 19,2006, File No. 1-8841) 

Officer's Certificate of FPL Group Capital and FPL Group dated June 12,2007, 
creating the Series C Junior Subordinated Debentures duts 2067 (filed as Exhibit 4(a) 
to Form 8-K dated June 12, i!007, File No. 1-8841) 

Replacement Capital Covenant, dated June 12,2007, by FPL Group Capital 
and FPL Group relating to FF'L Group ICapital's Series C Junior Subordinated 
Debentures due 2067 (filed as Exhibit 4(b) to Form 8-K dated June 12, 2007, 
File No. 1-8841) 

Description 

"4(q) Officer's Certificate of FPL Group Capital and FPL Group dated September 17,2007, 
creating the Series D Juniw Subordinated Debentures dun 2067 (filed as Exhibit 4(a) 
to Form 8-K dated September 17,2007, File No. 1-8841) 

Officer's Certificate of FPL Group Capilal and FPL Group dated September 18,2007, 
creating the Series E Junior Subordina'ted Debentures due! 2067 (filed as Exhibit 4(b) 
to Form 8-K dated September 17,2007, File No. 1-8841) 

*4(r) 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

FPL m m  
X 

X 
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Replacement Capital Covenant, dated September 18,2007, by FPL Group Capital 
and FPL Group relating to FPL Group Capital's Series D and Series E Junior 
Subordinated Debentures due 2067 (filed as Exhibit 4(c) 'to Form 8-K dated 
September 17,2007, File No. 1-8841) 

Indenture (for Securing Senior Secured Bonds, Series A), dated May 22,2007, 
among FPL Recovery Funding LLC ( is  Issuer) and The Hank of New York 
(as Trustee and Securities Intermediary) (filed as Exhibit 4.1 to Form 8-K dated 
May 22,2007 and filed June I, 2007, File No. 333-141357) 

X 

X 

Warrant Agreement by and between Gexa Cop. and HighbridgeIZwim Special 
Opportunities Fund, L.P., dated as 01JuIy 8,2004, assumed by FPL Group 
effective June 17, 2005 (filed by Gexa Corp. as Exhibit 4.1 to Form 8-K dated 
July 8,2004, File No. 1-31435) 

X 

Warrant Agreement by and between Gexa Corp. and Prospect Street Ventures Ltd., 
dated as of July 19,2004, assumed by FPL Group effective June 17,2005 (filed as 
Exhibit 4(d) to Form 10-Q for the quarter ended June 3CI,2005. File No. 1-8841) 

X 

Warrant Agreement by and between Gexa Corp. and Prospect Street Ventures I LLC, 
dated as of September 9,2004, assumed by FPL Group effective June 17,2005 
(filed as Exhibit 4(e) to Form IO-Q for the quarter ended June 30,2005, File No. 
1-8841) 

Form of Warrant Agreement to Purchase Shares of Common Stock of Gexa Corp., 
dated as of November 23,2004, assumed by FPL Groulp effective June 17,2005 
(filed as Exhibit 4(f) to Form IO-Q for the quarter ended June 30, 2005, File No. 
1-8841) 

X 

X 

*lO(a) X FPL Group Supplemental B:ecutive Retirement Plan, amended and restated 
effective April 1,1997 (SERF') (filed as, Exhibit lO(a) to Form IO-K for the year ended 
December 31, 1999, File No,. 1-8841) 

Amendments # I  and 2 effedtive January 1, 1998 to the SERP (filed as Exhibit lO(b) 
to Form 10-K for the year ended December 31, 1999, File No. 1-8841) 

Amendment #3 effective January 1, 1999 to the SERP (filtd as Exhibit lO(c) 
to Form 10-K for the year ended Deceinber 31,1999, File No. 1-8841) 

Amendment #4 adopted October 13,2005 to the SERP (filed as Exhibit 10(d) 
to Form 10-K for the year ended Deceinber 31,2006, File No. 1-8841) 

Amendment #5 adopted February 15, 2007 to the SERP (filed as Exhibit 10(f) 
to Form 10-K for the year erided December 31,2006, Fille No. 1-8841) 

X 

*10(b) 

*lO(c) 

*10(d) 

*lO(e) 

*10(f) X X Supplement to the SERP as it applies to Lewis Hay, 111 effective March 22,2002 
(filed as Exhibit I O(g) to Fomi IO-K for the year ended December 31,2001, 
File No. 1-8841) 

Supplement to the SERP relating to a !special credit to certain executive officers 
and other officers effective February l!i, 2008 

X X 

Appendix C1 (revised as of February 15,2008) to the SERP 

Supplement to the SERP efftsctive February 15, 2008 as it applies to 
Armando Pimentel, Jr. 

X 

X 

X 

X 

FPL 
G;ou;,m 

X X 

Exhibit 
Number 

* I  O( i )  

Cescfldion 

FPL Group Amended and Restated Long Term Incentive Plan, as amended and 
restated October 13,2006 (filled as Exhibit lO(a) to Form 10-Q for the quarter 
ended September 30, 2006. IFile No. 1-8841) 

104 



*lO(k) Form of FPL Group Amended and Restated Long-Term Incentive Plan 
Performance Share Award Agreement (filed as exhibit lO(a) to Form 8-K 
dated December 29,2004, IFile No. 1.-8841) 

*10(1) 

*lO(m) 

*10(n) 

*lO(o) 

*lO(r) 

+lO(s) 

*lO(t) 

'1 O(u) 

*lO(v) 

+lO(w) 

*lO(x) 

Exhibit 
Number 

'IO(2) 

Form of FPL Group Amended and Restated Long Term Incentive Plan 
Performance Share Award Agreement effective February 15,2007 (filed as 
Exhibit 1O(i) to Form 10-Kforthe yearended December :31,2006, File No. 1-8841) 

Form of FPL Group Amended and Restated Long Term Incentive Plan 
Performance Share Award Agreemerlt effective February 15,2008 (filed as 
Exhibit lO(c) to Form 8-K dated Febniary 15,2008, File No. 1-8841) 

Form of FPL Group Amended and Restated Long Term Incentive Plan 
Restricted Stock Award Agrcsement (filed as Exhibit lO(b)~ to Form 8-K dated 
December 29,2004, File No. 1-8841) 

Form of FPL Group Amended and Restated Long Term Incentive Plan 
Restricted Stock Award Agreement (filed as Exhibit 10 to Form 8-K dated 
January 28,2005, File No. 1-8841) 

Form of FPL Group Amended and Restated Long Term Incentive Plan Restricted 
Stock Award Agreement efft3ctlve Fetlruary 15,2007 (filed as Exhibit lO(1) to 
Form 10-K for the year ended December 31,2006, File No. 1-8841) 

Form of FPL Group Amended and Restated Long Term Incentive Plan Restricted 
Stock Award Agreement effective Fetlruary 15,2008 (filed as Exhibit lO(a) to 
Form 8-K dated February 15,2008, File No. 1-8841) 

Form of FPL Group Amended and Restated Long Term Incentive Plan 
Stock Option Award - Non-CIualified Stock Option Agreement (filed as 
Exhibit lO(c) to Form 8-K dated December 29,2004, File No. 1-8841) 

Form of FPL Group Amended and Restated Long Term liicentive Plan Stock 
Option Award - Non-Qualified Stock Option Agreement (filed as Exhibit 10(d) 
to Form 8-K dated December 29,2004, File No. 1-8841) 

Form of FPL Group Amended and Restated Long Term liicentive Plan Stock Option 
Award - Non-Qualified Stock Option Agreement effective February 15,2008 (filed 
as Exhibit lO(b) to Form 8-K dated February 15,2008, File No. 1-8841) 

Form of FPL Group Amended and Restated Long Term Incentive Plan 
Deferred Stock Award Agreement (filed as Exhibit lO(dd) to Form IO-K for the 
year ended December 31,2005, File No. 1-8841) 

Form of FPL Group Annual Incentive Plan (filed as Exhibit lO(n) to Form 10-K 
for the year ended December 31,2004, File No. 1-8841) 

2007 FPL Group Annual lncisntive Plan (filed as Exhibit lO(q) to Form 10-K 
for the year ended December 31,2006, File No. 1-8841) 

FPL Group Deferred Compensation Plan, amended and restated effective 
January 1,2003 (filed as Exhibit 10(k) to Form 10-K for the year ended 
December 31,2002, File No. 1-8841) 

Amendment One to the FPL Group Deferred Compensatilon Plan effective 
January I, 2007 (filed as Exhibit 10(b) to Form 10-Q for the quarter ended 
September 30,2007, File No. 1-8841) 

DescriDtion 

FPL Group Executive Long Term Disability Plan effective January 1,1995 
(filed as Exhibit 1 O(g) to Fornn 10-K for the year ended Delcember 31, 
1995, File No. 1-8841) 

X X 

X X 

X X 

X X 

X x ,  

X X 

X X 

X X 

X X 

X X 

X X 

X X 

X X 

X X 

X X 

FPL 
Groups 

X X 
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*10(aa) 

*I O( bb) 

*lO(cc) 

* I  O(dd) 

10(ee) 

*10(ff) 

*lO(hh) 

*IO(ii) 

I O ( j )  

*lO(kk) 

'lO(11) 

*lO(mm) 

*lO(nn) 

Exhibit 
Number 

*lO(oo) 

FPL Group Amended and Restated Flon-Employee Directors Stock Plan, as 
amended and restated October 13,2006 (filed as Exhibii. lO(b) to Form 1 0 4  for 
the quarter ended September 30,2006, File No. 1-8841) 

FPL Group 2007 Non-Emplloyee Directors Stock Plan (filed as Exhibit 99 to 
Form S-8 dated June 14,2007, File No. 333-143739) 

Non-Employee Director Cornpensation Summary effective January 1,2008 
(filed as Exhibit IO@) to Form IO-Q far the quarter ended September 30,2007, 
File No. 1-8841 ) 

Form of Split Dollar Agreement between FPL Group and each of its 
executive officers who elect to participate, including provisions relating 
to Certain Officers (as of February 27,2008 all executive officers participate 
except Moray P. Dewhurst, #and "Cert;ain Officers" include: Armando J. Olivera 
and Antonio Rodriguez) (filed as Exhilit I O(s) to Form IO-K for the year ended 
December 31,2004, File No. 1-8841) 

Amendment to FPL Group Split Dollar Agreements 

Form of Executive Retention Employment Agreement beitween FPL Group and each 
of Lewis Hay, 111, Armando J. Olivera and Antonio Rodriguez (filed as Exhibit lO(a) 
to Form IO-Q for the quarter ended June 30,2002, File No. 1-8841) 

Form of Executive Retention Employment Agreement beimen FPL Group and each 
of Moray P. Dewhurst, John A. Stall and James L. R o b  (:filed as ExhibR lO(b) 
to Form IO-Q for the quarter ended June 30,2002, File Nlo. 1-8841) 

Amendment to Executive Retention Employment Agreemlent between FPL Group 
and Armando J. Olivera, dated as of October 17,2003 (filed as Exhibit 10(a) 
to Form 1 0 4  for the quarter ended September 30,2003, File No. 1-8841) 

Form of Executive Retention Employment Agreement between FPL Group 
and each of Robert H. Esccito, Robeit L. McGrath, Edward F. Tancer and 
F. Mitchell Davidson (filed iis Exhibit lO(x) to Form 1 0 4  for the year ended 
December 31,2004, File No. 1-8841 ) 

Form of Executive Retentioin Employment Agreement between FPL Group and 
each of Armando Pimentel, Jr. and Christopher A. Bennett 

Amendment dated as of December 1€1,2005 to the Executive Retention Employment 
Agreement dated as of June 17,2002 by and between FF'L Group and 
Lewis Hay, 111 (filed as Exhibit lO(y) to Form 10-K for the year ended December 31, 
2005, File No. 1-8841) 

Amendment dated as of December l e ,  2005 to the Executive Retention 
Employment Agreement datcsd as of June 10,2002 by anld between FPL Group 
and Moray P. Dewhurst (filed as Exhitlit IO@) to Form 10-K for the year ended 
December 31,2005, File No. 1-8841) 

Form of Amendment dated iis of December 18,2005 to the Executive Retention 
Employment Agreement beween FPL Group and each of Robert H. Escoto, 
Robert L. McGrath, Armando J. Olivera, James L. Robo, Antonio Rodriguez, 
John A. Stall and Edward F. Tancer (filed as Exhibit lO(aa) to Form 10-K for the 
year ended December 31,2005, File No. 1-8841) 

Employment Agreement beiween FPI- Group and Lewis Hay, 111 dated 
February 25, 2005 (filed as Exhibit IO(y) to Form 10-K for the year ended 
December 31, 2004, File No. 1-8841) 

Descri Dtion 

Amendment dated as of December 15,2005 to the Emplolyment Agreement dated 
ab ui Fwbiuaiy 25, 2005 bwiwwwii FPL Giuup aid itfwis hay, iii (fiiw' db Exiiibii 
I O(cc) to Form IO-K for the year ended December 31,2005, File No. 1-8841) 

X 

X 

X 

X X 

X X 

X X 

X X 

X X 

X X 

X X 

X X 

X X 

X X 

X X 

FPL 
GrouDm 

X X 
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Amendment dated December 15, 2006 to the Employment Agreement dated as of 
February 25,2005 between FPL Grcup and Lewis Hay, 111 (filed as Exhibit lO(ff) 
to Form 10-K for the year ended December 31, 2006, File No. 1-8841) 

Guarantee Agreement between FPL Group and FPL Group Capital, 
dated as of October 14, 1998 (filed asl ExhibR 1O(y) to Form 10-K for the 
year ended December 31,2001, File No. 1-8841) 

Computation of Ratios 

Computation of Ratios 

Subsidiaries of FPL Group 

Consent of Independent Registered Public Accounting Firrm 

Rule 13a-14(ay15d-I4(a) Certification of Chief Executive Officer of FPL Group 

Rule 13a-I4(ayl5d-l4(a) Certification of Chief Financial Officer of FPL Group 

Rule 13a-14(a)!l5d-I4(a) Cwtification of Chief Executive Officer of FPL 

Rule 13a-14(ay15d-I4(a) Certificatiorl of Chief Financial OfFicer of FPL 

Section 1350 Certification of FPL Group 

Section 1350 Certification of FPL 

*Incorporated herein by reference 

X X 

X 

X 

X 

X 

X X 

X 

X 

X 

X 

X 

X 

FPL Group and FPL agree to fumish to the SEC upan request any instrument with respect to long-term debt that FPL Group 
and FPL have not filed as an exhibR pursuant to the exemption provided by Item 601 (b)(4)(iii)(A) of Regulation S-K. 
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FiPL GROUP, INC. SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this 
report to be signed on its behalf by the undersigned, thereunto duly authorizedl. 

FPL Group, Inc. 

-- . JAMES L. ROB0 
James L. Rob0 

President and Chief Operating1 Officer 
Date: February 27,2008 

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on. 
behalf of the registrant and in the capacities and on the date indicated. 

Signature and TRle as of February 27,2008: 

LEWIS HAY, 111 
Lewis Hay, 111 
Chairman of the Board, 
Chief Executive Officer and Director 
(Principal Executive Officer) 

MORAY P. DEWHURST 
Moray P. Dewhurst 
Vice President and 
Chief Financial Officer 

. (Principal Financial Officer) 

Directors: 

SHERRY S. BARRAT 
Sherry S. Barrat 

ROBERT M. BEALL, II 
Robert M. Beall, II 

J. HYATT BROWN 
J. Hyatt Brown 

JAMES L. CAMAREN 
James L. Camaren 

J. BRIAN FERGUSON 
J. Brian Ferguson 

K. MICHAEL DAVIS 
K. Michael Davis 
Controller and Chief Accounting Officer 
(Principal Accounting Officer) 

OLIVER D. KINGSLEY, JR. 
Oliver D. Kingsley, Jr. 

RUDY E. SCHUPP 
Rudy E. Schupp 

MICHAEL H. THAMAN 
Michael H. Thaman 

HANSEL E. TOOKES, II 
Hansel E. Tookes, II 

PAUL R. TREGURTHA 
Paul R. Tregurtha 

TONI JENNINGS 
Toni Jennlngs 
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FLORIDA POWER & LIGHT COMPANY SIGNATURES 

Pursuant to the requirements of Section 13 or ‘I5(d) of the Securities Exchange Act of 1934, the registrant has duly caused this 
report to be signed on its behalf by the undersignled, thereunto duly authorized. 

Florida F’ower & Light Company 

ARMAND0 J. OLIVERA 
Arniando J. Ollvera 

-- 
President and Director 

Date: February 27,2008 

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persow on. 
behalf of the registrant and In the capacities and on the date indicated. 

Signature and Title as of February 27,2008: 

LEWIS HAY, 111 
Lewis Hay, 111 
Chairman of the Board, Chief Executive Officer 
and Director (Principal Executive Officer) 

MORAY P. DEWHURST 
Moray P. Dewhurst 
Senior Vice President 
and Chief Financial Officer and Director 
(Principal Financial Officer) 

K. MICHAEL DAVIS 
K. Michael Davis 
Vice President, Accounting and Chief 
Accounting Officer 
(Principal Accounting Officer) 

Directors: 

JAMES L. ROB0 
James L. Rob0 

ANTONIO RODRIGUEZ 
Antonio Rodriguez 

JOHN A. STALL 
John A. Stall 

EDWARD F. TANCER 
Edward F. Tancer 
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Supplemental Information to be Furnished With Reports Filed Pursuant to Section 15(d) of the Securities Exchange Act 
of 1934 Which Have Not Registered Securities; Pursuant to Section 12 of the Securities Exchange Act of 1934 

No annual report, proxy statement, form of proxy or other proxy soliciting material has been sent to securities holders of FPL 
during the period covered by this Annual Report on Form 10-K for the fiscal year ended December 31,2007. 
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Exhibit 12(a) 

FPL, GROUP, INC. AND SUBSIDIARIES 
COMPUTATION OF: RATIO OF EARNINGS TO FIXED CHARGES AND 

RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND PREFERRED STOCK DIVIDENDSI* 

Earnings, as defined: 
Income before cumulative effect of changes 

Preferred stock dividends of a consolidated subsidiary 
Income taxes 
Fixed charges included in the determination a4 

Amortization of capitalized interest 
, Distributed income of equity method investees 

Less: Equity in earnings of equity method investees 

in accounting principles 

net income, as below 

Total earnings, as defined 

Fixed charges, as defined: 
Interest charges 
Rental interest factor 
Fixed charges included in nuclear fuel cost 
Allowance for borrowed funds used during construction 
Fixed charges included in the determination of net income 
Capitalized interest 
Dividend requirements on preferred stock of a 

consolidated subsidiary before income taxes 

Total futed charges, as defined 

Years Ended December 31, 
2007 2006 2005 2004 2003 

(millions of dollars) 
----- 

$1,312 $1,,281 $ 90lrb1 $ 896,b, $ 906 
13 

368 397 282 272 , 376 

799 732 622 51 6 401 
12 11 11 8 4 

175 104 86 83 68 
68 181 124 96 89 

----A, $2,598 $2,344 $1,778 $1,679 $1 679 
- - - - , -  

$ 762 $ 706 $ 593 $ 489 $ 379 
23 15 16 16 17 

1 
14 11 13 11 4 

799 732 622 51 6 401 
----- 

40 18 . E  43 84 

-Ib1 20 la1 ----- 
$ 839 $ 750 $ 630 $ 559 $ 505 ----- 

Ratio of earnings to fixed charges and ratio of earnings to 
3.10 3.13 2.82 3.00 3.32 ----- combined fixed charges and preferred stock dividends I* 

li, FPL Group, Inc. has no preference equity secufities outstanding; therefore. the ratlo of eemings to Wed charges Is the same as the ratio of earnings to combined fwed 

*) A portion of Florida Power B Light Company’s preferred stock wes owned by FPL Group, im. and was eliminated in consdldatbn. Accordingly, those dividends am not 
charges and preferred stock dividends. 

induded herein. 
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Exhibit 12(b) 

FLORIDA POWER 8, LIGHT COMPANY AND SUBSIDIARIES 
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES AND 

RATIO OF EARNINGS TO COMBiINED FIXED CHARGES AND PREFERRED STOCK DIVIDENDS "' 

RATIO OF EARNINGS TO FIXED CHARGES 

Earnings, as defined: 
Net income 
Income taxes 
Fixed charges, as below 

Total earnings, as defined 

Fixed charges, as defined: 
' Interest charges 

Rental interest factor 
Fixed charges included in nuclear fuel cost 
Allowance for borrowed funds used during constructiori 

Total fixed charges, as defined 

Ratio of earnings to fixed charges 

RATIO OF EARNINGS TO COMBINED FIXED CHARGEIS 
AND PREFERRED STOCK DIVIDENDS 

Earnings, as defined: 
Net income 
Income taxes 
Fixed charges, as below 

Total earnings, as defined 

Years Ended December 31, 
2007 2006 2005 2004 2003 

(millions of dollars) 

- - - - - - -  

$ 1336 $ 802 $ 748 $ 750 $ 755 
451 424 408 409 403 

$1,612 $1,522 $1,400 $1,361 $1,344 

325 296 244 202 186 - - - - - -  ----- 
$ 304 ' $ 278 $ 224 $ 183 $ 173 

7 7 7 8 8 
1 

14 11 13 11 4 

$ 325 $ 296 $ 244 $ 202 $ 186 

4.96 5.14 5.74 6.74 7.23 

_ I - - - - -  ----- ----- 

$ t136 $ 802 $ 748 $ 750 $ 755 
451 424 408 409 403 
325 296 244 202 186 ----- $1,612 $1,522 $1,400 $1,361 $1,344 

- - - - - -  

Fixed charges, as defined: 
Interest charges $ 304 $ 278 $ 224 $ 183 .$  173 
Rental interest factor 7 7 7 8 8 

1 
14 11 13 11 4 Allowance for borrowed funds used during constructiorl 

325 296 244 202 186 

Non-tax deductible preferred stock dividends 1 13 
1.54 1.53 1.55 1.55 1.53 Ratio of income before income taxes to net incoime 

2 20 Preferred stock dividends before income taxes 

$ 325 $ 296 $ 244 $ 204 $ 206 Combined fixed charges and preferred stock dividends 

Ratio of earnings to combined fixed charges 
4.96 5.14 5.74 6.67 6.52 

''I Florida Power 8 Light Company's preference equily securities were rcldeemed in January 20015. For the year ended December 31,2005, preferred stock 
dividends were less than $1 million. Therefore, for the years ended Dwember 31,2007,2006 and 2005, the ratio of earnings to Rxed charges is the same 
as the ratio of earnings to combined Rxed charges and prekrred stock dividends. 

Fixed charges included in nuclear fuel cost 
- - - - - -  
- - - - - -  Total fixed charges, as defined 

- - - - - -  
- - - - - -  ----- 
----- and preferred stock dividends 
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Exhibit 21 

SUBSIDIARIES OF FPL GROUP, INC. 

FPL Group, Inc.'s principal subsidiaries as of December 31, 2007 are listed below. 
aggregate as a single subsidiary, would not constitute a significant subsidiary. 

Subsidiary 

1. Florida Power & Light Company (1 00%-owned) 
2. FPL Group Capital inc (100%-owned) 
3. FPL Energy, LLC 
4. Bay Loan and Investment Bank (b) 

5. Palms Insurance Company, Limited (b) 

'* includes 362 subsidiaries that operate in the United States in the siime line of business as FPL Energy, LLC 
@) 100%-owned subsidiary of FPL Group Capital inc 

All other subsidiaries, if considered in the 

State or Jurisdiction 
of Incorporation 

Florida 
Florida 
Delaware 
Rhode Island 
Cayman Islands 
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Exhibit 23 

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

We consent to the incorporation by reference in the following Registration !Statements of our reports dated February 27, 2008, 
relating to the financial statements of FPL Group, Inc. and subsidiaries (FF'L Group) and Florida Power & Light Company and 
subsidiaries (FPL) and the effectiveness of FPL  group'!^ and FPL's internal control over financial reporting, appearing in this 
Annual Report on Form 10-K of FPL Group and FPL for the year ended December 31,2007: 

FPL Group, Inc. 
Form S-8 
Form S-8 
Form S-8 
Form S-8 
Form S-8 
Form S-8 
Form 5-3 
Form S-8 
Form S-3 
Form S-8 

Form S-8 
Form S-3 

FPL Group Trust I 
Form S-3 

NO. 33-1 1631 
NO. 33-57673 
NO. 333-27079 
NO. 333-88067 
NO. 333-1 1491 1 
NO. 333-1 16501 
NO. 333-1 25275 
NO. 333-125954 
NO. 333-1 29482 
NO. 333-1 30479 
NO. 333-137120 
NO. 333-1 43739 

NO. 333-1 371 20-04 

FPL Group Trust II 

Florida Power & Light Company 

Form S-3 NO. 333-137120-03 

Form S-3 NO. 333-137120-07 

DELOITTE &TOUCHE LLP 

Florida Power & Light Company Trust I 
Form S-3 No. 333-137120-02 

Fiorlda Power & Light Company Trust It 
Form S-3 NO. 333-137120-01 

FPL Group Capital inc 

FPL Group Capital Trust Ii 

Form S-3 NO. 333-137120-08 

Form S-3 NO. 333-137120-06 

FPL Group Capital Trust ti1 
Form S-3 NO. 333-137120-05 

Miami, Florida 
February 27,2008 
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Exhibit 31(a) 

Rule 13ia-14(a)/l5d-14(a) Certification 

I, Lewis Hay, 111, certify that: 

1. I have reviewed this Form IO-K for the yeiar ended December 3lI2OC17 of FPL Group, Inc. (the registrant); 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material 
fact necessary to make the statements made, in light of the circumstances under which such statements were made, 
not misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial sl.atements, and other financial information included in this report, fairly present 
in all material respects the financial condition, results of operations ;and cash flows of the registrant as of, and for, the 
periods presented in this report; 

4. 
, 

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13e-l5(e) and 15d-l5(e)) and internal control over financial reporting (as 
defined in Exchange Act Rules 13a-I 5(f) and 15d-15(9) for the registiant and have: 

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be 
designed under our supervision, to ensuns that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared; 

Designed such internal control over financial reporting, or caused such internal control over financial reporting to 
be designed under our supervision,, to provide reasonable assurance regarding the reliability of financial reporting 
and the preparation of financial statemerits for external purposes in accordance with generally accepted 
accounting principles; 

Evaluated the effectiveness of the registrant's disclosure controlls and procedures and presented in this report our 
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered 
by this report based on such evaluation; and 

Disclosed in this report any change! in the registrant's internal control over financial reporting that occurred during 
the registrant's most recent fiscal quarter (this registrant's fourth1 fiscal quarter in the case of an annual report) that 
has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial 
reporting; and 

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control 
over financial reporting, to the registrant's auditog and the audit committee of the registrant's board of directors (or 
persons performing the equivalent functions): 

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial 
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and 
report financial information; and 

b) Any fraud, whether or not material, that invcilves management or other employees who have a significant role in 
the registrant's internal control over financial reporting. 

Date: February 27,2008 

- LEWIS HAY, 111 
Lewis Hay, Ill 

-- 
Chairman of the Board 

and Chief Executive Officer 
of FPL Group, Inc. 
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Exhibit 31 (b) 

Rule 13;a-14(a)/l5d-I4(a) Certification 

I, Moray P. Dewhurst, certify that: 

1. 

2. 

I have reviewed this Form IO-K for the year ended December 31,2007 of FPL Group, Inc. (the registrant); 

Based on my knowledge, this report does not corltain any untrue statement of a material fact or omit to state a material 
fact necessary to make the statements made, in light of the circumstances under which such statements were made, 
not misleading with respect to the period covered by this report; 

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present 
in all material respects the financial condition, re!;ults of operations and cash flows of the registrant as of, and for, the 
periods presented in this report; 

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-I5(e) and 15d-lS(e)) and internal control over financial reporting (as 
defined in Exchange Act Rules 13a-15(0 and 15d.-15(f)) for the registrant and have: 

a) Designed such disclosure control!; and procedures, or caused such disclosure controls and procedures to be 
designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others wil:hin those entities, particularly during the period in 
which this report is being prepared; 

Designed such internal control over financial reporting, or caused such internal control over financial reporting to 
be designed under our supervision, to provilje reasonable assurance regarding the reliability of financial reporting 
and the preparation of financial statements for external purposes in accordance with generally accepted 
accounting principles; 

Evaluated the effectiveness of the registrant's disclosure contnis and procedures and presented in this report our 
conclusions about the effectivenes of the disclosure controls and procedures, as of the end of the period covered 
by this report based on such evaluation; ancl 

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during 
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that 
has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial 
reporting; and 

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control 
over financial reporting, to the registrant's auditclrs and the audit committee of the registrant's board of directors (or 
persons performing the equivalent functions): 

a) All significant deficiencies and material weaknesses In the design or operation of internal control over financial 
reporting which are reasonably like:ly to adversely affect the registrant's ability to record, process, summarize and 
report financial information; and 

Any fraud, whether or not material, that involves management or other employees who have a significant role in 
the registrant's internal control over financial reporting. 

3. 

4. 

' 

b) 

c) 

'd) 

5. 

b) 

Date: February 27,2008 

-- MORAY P. DEWHURST 
Moray P. Dewhurst 

Vice President 
and Chief Financial Officer 

of' FPL Group, Inc. 
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Exhibit 31(c) 

Rule 13a-14(a:)/15d-l4(a) Certification 

I, Lewis Hay, 111, certify that: 

1. I have reviewed this Form 10-K for the year ended December 31, 2007 of Florida Power & Light Company (the 
registrant); 

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material 
fact necessary to make the statements made, in light of the circumstances under which such statements were made, 
not misleading with respect to the period covered by this report; 

Based on my knowledge, the financial statement:;, and other financial information included in this report, fairly present 
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the 
periods presented in this report; 

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and 
procedures (as deflned in Exchange Act Rules 13a-I5(e) and 15d-I5(e)) and internal control over financial reporting (as 
defined in Exchange Act Rules 13a-l5(f) and 15d-I5(f)) for the registrant and have: 

2. 

3. 

4. 

Designed such disclosure controls and procedures, or cause!d such disclosure controls and procedures to be 
designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared: 

Designed such internal control over financiil reporting, or caused such internal control over financial reporting to 
be designed under our supervision, to provide reasonable assiirance regarding the reliability of financial reporting 
and the preparation of financial statements for external purposes in accordance with generally accepted 
accounting principles; 

Evaluated the effectiveness of the iregistrant's disclosure controls and procedures and presented in this report our 
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered 
by this report based on such evaluation; and 

Disclosed in this report any changrt in the ragistrant's internal control over financial reporting that occurred during 
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that 
has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial 
reporting; and 

5. The registrant's other certifying officer and I haw disclosed, based on our most recent evaluation of internal control 
over financial reporting, to the registrant's auditors and the audit cl3mmittee of the registrant's board of directors (or 
persons performing the equivalent functions): 

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial 
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and 
report financial information; and 

Any fraud, whether or not material,, that involves management or other employees who have a significant role in 
the registrant's internal control over financial reporting. 

b) 

Date: February 27,2008 

-- LEWIIS HAY, 111 - 
Lewis Hay, Ill 

Chairman of the Board 
and Chief Executive Officer 

of Florida Power 8 Light Company 
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Exhibit 31(d) 

Rule 13a-14(a)dl5d-l4(a) Certification 

I, Moray P. Dewhurst, certify that: 

1. I have reviewed this Form 10-K for this year ended December 31, 2007 of Florida Power & Light Company (the 
registrant); 

Based on my knowledge, this report doels not contain any untrue statement of a material fact or omit to state a material 
fact necessary to make the statements made, in light of the circumstances under which such statements were made, 
not misleading with respect to the period covered by this report; 

2. 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in 
all material respects the financial condition, results of operations aind cash flows of the registrant as of, and for, the 
periods presented in this report; 

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13;s-I5(e) and 15d-15l(e)) and internal control over financial reporting (as 
defined in Exchange Act Rules 13a-I5(f) and 15d-I5(f)) for the registrant and have: 

4. 
* 

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be 
designed under our supervision, to en.sure that material information relating to the registrant, including its 
consolidated subsidiaries, is mlade known to us by others within those entities, particularly during the period in 
which this report is being prepared; 

Designed such internal control over financial reporting, or caused such internal control over financial reporting 
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles; 

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented In this report 
our conclusions about the effelctiveness of the disclosure controls and procedures, as of the end of the period 
covered by this report based on such evaluation; and 

Disclosed In this report any change in the registrant's internal control over financial reporting that occurred 
during the registrant's most recent fiscal quarter (the regis1:rant's fourth fiscal quarter in the case of an annual 
report) that has materially affected, or i!; reasonably likely to materially affect, the registrant's internal control 
over financial reporting; and 

5. The registrant's other certifying officer and I have disclosed. based on our most recent evaluation of internal control over 
financial reporting, to the registrant's auclitors and the audit mmmittqe of the registrant's board of directors (or persons 
performing the equivalent functions): 

Ail significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant's ability to record, process, 
summarize and report financial information; and 

Any fraud, whether or not material, that involves management or other employees who have a significant role 
in the registrant's internal control over financial reporting. 

Date: February 27, 2008 

MORAY P. DEWHURST 
Morav P. Dewhurst 

Senio;vice President 
a?d Chief Financial lOfficer 

of Flcirida Power & Light Company 
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Exhibit 32(a) 

Section 1350 Certification 

We, Lewis Hay, 111 and Moray P. Dewhurst, certify, pursuant to Section 906 of the Satbanes-Oxley Act of 2002, that: 
' (1) The Annual Report on Form 10-K of FP'L Group, Inc. (FPL Group) for the year ended December 31,2007 (Report) 

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of 

fully complies with the requirements of Section 13(a) or 15(d) of the !Securities Exchange Act of 1934; and 

operations of FPL Group. 

Dated: February 27,2008 

LEWIS HAY, 111 
Lewis Hay, Ill 

Chairman of the Board 
and Chief Executive Officer of FPL Group, Inc. 

-- 

MORAY P. DEWHURST 
Moray P. Dewhurst 

-- 
Vice President 

and Chief Financial Officer of FPL Group, Inc. 

A signed original of this written statement required by Section 906 has been provided to FPL Group and will be retained 
by FPL Group and furnished to the Securities' and Exchange Commission1 or its staff upon request. 

The foregoing certification is being furnished as an exhibit to the Reporl pursuant to Item 60l(b)(32) of Regulation S-K 
and Section 906 of the Sarbanes-Oxley Act of 2002 and, accordingly, is not being filed with the Securities and Exchange 
Commission as part of the Report and is n d  to be incorporated by relerence into any filing of FPL Group under the 
Securities Act of 1933 or the Securities Exchange Act of 1934 (whether made before or after the date of the Report, 
irrespective of any general incorporation language contained in such filing). 
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Exhibit 32(b) 

Section 1350 Certification 

We, Lewis Hay, 111 and Moray P. Dewhurst, c.ertify, puisuant to Section 906 of the Sarbanes-Oxley Act of 2002, that: 

(1) The Annual Report on Form 10-K of Florida Power & Light Company (FPL) for the year ended December 31,2007 
(Report) fully complies with the requirements of Section 13(a) or 15(tJ) of the Securities Exchange Act of 1934; and 

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of 
operations of FPL. 

' 

Dated: February 27,2008 

LE\rVIS HAY, 111 
Lowis Hav. Hi 

-- 
Chaimian of t6e Board 

and Chief Executive Officer of 
Florida Power & Light Company 

- MORAY' P. DEWHURST 
Moray P. Dewhurst 

Senior Vice President 
and Chief Financial Officer of 

Florida Power & Light Company 

-- 

A signed original of this written statement required by Section 906 has been provided to FPL and will be retained by FPL 
and furnished to the Securities and Exchange Commission or its staff upon request. 

The foregoing certification is being furnishecl as an exhibit to the Reporlt pursuant to item 601(b)(32) of Regulation S-K 
and Section 906 of the Sarbanes-Oxley Act of 2002 and, accordingly, is not being filed with the Securities and Exchange 
Commission as part of the Report and is not to be incorporated by reference into any filing of FPL under the Securities 
Act of 1933 or the Securities Exchange Act of 1934 (whether made befo1.e or after the date of the Report, irrespective of 
any general incorporation language contained in such filing). 
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January 31,2009: 408,946,823 shares. 
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DEFINITIONS 

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

- Term 
AFUDC 
AFUDC - equity 
BART 
capaclty clause 
charter 
coz 
DOE 
Duane Amold 
EMF 
EMT 
environmental clause 
EPA 
ERCOT 
Exchange Act 
FAS 
FASB 
FDEP 
FERC 
FGT 
FIN 
FMPA 
FPL 
FPL FiberNet 
FPL Group 
FPL Group Capital 
FPSC 
fuel clause 
Gulfstream 
Holding Company Act 
I RS 
kv 
kwh 
LlBOR 
LTlP 
Management's Discussion 
mortgage 

mw 
NEPOOL 
NextEra Energy Resources 
Note - 
NOx 
NRC 
Nuclear Waste Policy Act 
O&M expenses 
PJM 
PMI 
Point Beach 
PTCs 
PURPA 
qualifying facilities 
RFP 
ROE 
Seabrook 
SEC 
SEGS 
SOZ 
VIE 

Meaning 
allowance for funds used during construction 
equlty component of allowance for funds used during construction 
Best Availablis Retrofit Technology 
capaclty cost recovery ciause, as established by the FPSC 
restated articles of Incorporation, as amended, of FPL Group or FPL, as the case may be 
carbon dioxide 
U.S. Department of Energy 
Duane Amold Energy Center 
electric and magnetic fiold(s) 
Energy Marketing & Trading 
environmental compliance cost recovery clause, as established by the FPSC 
U.S. Environrnental Protection Agency 
Electric Relialsility Counlsil of Texas 
Securities Exchange Act of 1934, as amended 
Statement of Financial Accounting Standards No. 
Financial Accounting Standards Board 
Florida Department of Environmental Protection 
Federal Energy Regulatory Commission 
Florida Gas Transmission Company 
FASB Interpretation No. 
Florida Municipal Power Agency 
Florida Power & Light Company 
FPL FlberNet, LLC 
FPL Group, Inc. 
FPL Group Capital Inc 
Florida Public. Service Commission 
fuel and purchased power cost recovery clause, as established by the FPSC 
Gulfstream Natural Gas System, L.L.C. 
Public Utility Holding Company Act of 2005 
Internal Revenue Service 
kllovolt(s) 
kilowatt-hour(.?.) 
London InterE3ank Offercsd Rate 
FPL Group, Inc. Amendied and Restated Long Term Incentbe Plan 
Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations 
mortgage ancl deed of trust dated as of January 1.1944, from FPL to Deutsche Bank Trust Company 
Americas. as supplemented and amended 
megawatt(s) 
New England Power Pool 
NextEra Energy Resources, LLC, formerly known as FPL Energy, LLC 
note - to consolldatecl financial statements 
nitrogen oxldt! 
U.S. Nuclear Regulatoqr Commission 
Nuclear Waste Policy Act of 1982, as amendnd 
other operaticins and maintenance expenses in the consolidated statements of income 
PJM Interconnection, L.L.C. 
FPL Energy Power Marlreting. LLC 
Point Beach Nuclear Power Plant 
production tax credits 
Public Utility Regulatory Policies Act of 1978, as amended 
non-utility power production facilities meeting the requirements of a qualifylng facllity under the PURPA 
request for proposal 
return on corrimon equity 
Seabrook Station 
US. Securities and Exchange Commission 
Solar Electric Generating System 
sulfur dioxide 
variable interest entity 

FPL Group, FPL, FPL Group Capital and NextEra Energy Resources each have subsidiaries and affiliates with names that 
include FPL, NextEra Energy Resources, FPL Energy, FPLE and similar references. For convenience and simplicity, in this 
report the terms FPL Group, FPL. FPL Group Capital ;and NextEra Energy Resources are sometimes used as abbreviated 
references to specific subsidiaries, affiliates or groups of subsidiaries or affiliates. The precise meaning depends on the 
context. 
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FOR\rVARD-LIOOKING STATEMENTS 

This report Includes forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 
1995. Any statements that express, or involve discussions as to, expectations, beliefs, plans, objectives, assumptions, future 
events or performance, climate change strategy or gmwth strategies (often, but not always, through the use of words or 
phrases such as will, will likely result, are expected to, will continue, is anticipated, aim, believe, could, should, would, 
estimated, may, plan, potential, projection, target, outlook, predict and intend or words of similar meaning) are not statements 
of historical facts and may be forward-looking. Forward-looking statements involve estimates, assumptions and 
uncertainties. Accordingly, any such statements are quallfied in their entirety by reference to important factors included in Part 
I, Item 1A. Risk Factors (in addition to any assumptions and other factors referred to specifically in connection with such 
forward-looking Statements) that could have a significant impact on FPL Grolup's and/or FPL's operations and financial results, 
and could cause FPL Group's and/or FPL's actual results to differ materially from those contained or implied in forward-looking 
statements made by or on behalf of FPL Group and/or FPL in this combined Form 10-K, in presentations, on their respective 
websites, in response to questions or otherwise. 

Any forward-looking statement speaks only as of the date on which such statement is made, and FPL Group and FPL 
undertake no obligation to update any forward-looking statement to reflect events or circumstances, including unanticipated 
events, after the date on which such statement is made, unless otherwise required by law. New factors emerge from time to 
time and it is not possible for management to predict all of such factors, nor tan 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 or implied in any forward-looking statement. 
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PART I 

Item I. Business 

FPL GROUP 

FPL Group was incorporated in 1984 under the! laws of IFlorida. FPL Group has two principal operating subsidiaries, FPL and 
NextEra Energy Resources (formerly known as FPL Energy, LLC). FPL is a rate-regulated utility engaged primarily in the 
generation, transmission, distribution and sale of electric energy. NextElra Energy Resources is FPL Group's competitive 
energy subsidiary which produces the majority of its elellricity from clean and renewable fuels. FPL Group Capital, a wholly- 
owned subsidiary of FPL Group, holds the capital stock of, or has equity interests in, FPL Group's operating subsidiaries, other 
than FPL, and provides fundlng for those subsidiaries, including NextEra Energy Resources. At December 31, 2008, FPL 
Group and its subsidiaries employed approximately 15,3110 people. For a discussion of FPL's and NextEra Energy Resources' 
businesses, see FPL Operations and NextEra Energy Resources Operations. For financial information regarding FPL Group's 
business segments, see Note 16. 

In February 2009, the American Recovery and Reinvestment Act of 200!3 (Recovery Act) was signed into law. It includes 
approximately $787 billion in tax incentives and new spending, a portion of which relates to renewable energy, energy 
efficiency and energy reliability. The Recovery ,Act induces, among other things, provisions that allow companies building wind 
facilities the option to choose between three investment cost recovery mechanisms: (i) PTCs which were extended for wind 
facilities through 2012, (ii) investment tax credits of 30% of the cost for qualifying wind facilities placed in service prior to 2013, 
or (iii) an election to receive a cash grant of 30% of the cost of qualifying wind facilities placed in service in 2009 or 2010, or if 
Fonstruction began prior to December 31, 2010 and the wind facility is placed in service prior to 2013. An election to receive a 
cash grant of 30%, in lieu of the 30% investment tax credit allowable under present law, also applies to the cost of qualifying 
solar facilities placed in service in either 2009 or 2010, or if construction began prior to December 31, 2010 and the solar 
facility is placed in service prior to 2017. In addition, 509'0 bonus depreciation was extended on most types of property placed 
in service in 2009, and certain property placed In service in 2010. FPL Group and FPL are in the process of evaluating the 
effect of the Recovery Act on their businesses. 

, 

Website Access to SEC Filings. FPL Group and FPL make their SEC filings, including the annual report on Form 10-K, 
quarterly reports on Form 10-Q. current reports on Forrr 8K, and any amendments to those reports, available free of charge 
on FPL Group's internet website, www.ftiaroue.com, as soon as reasonably practicable after they are electronically filed with 
or furnished to the SEC. Information on FPL Group's 'website (or any of its subsidiaries' websites) is not incorporated by 
reference in this annual report on Form 10-K. The SEC maintains an internet website at www.sec.aov that contains reports, 
proxy and other information about FPL Group and FPL filed electronically with the SEC. 

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 to a population of more than 8.7 million throughout most of the east and lower west coasts of 
Florida. During 2008, FPL served approximately 4.5 million customer accounts. The percentage of FPL's operating revenues 
by customer class was as follows: 

Years Ended December 31, 
2008 2007 2006 - - -  

Residential 53% 54% 54% 
Commercial 40 39 39 
Industrial 3 3 3 
Other, including deferred or recovered clause revenues, the net change in unbilled 

- 4 -  4 -  4 
100% E? E! 

revenues, transmission and wholesale sales and custoiner-related fees - 
Over the last ten years, FPL's average annual customer growth has been 2.1%. However, beginning in 2007, FPL has 
experienced a slowdown in retail customer growth and a decline in non-weather related usage per retail customer. Retail 
customer growth in 2008 was 0.3%, although during the fourth quarter of 2008 FPL experienced a decline in customer 
accounts of 0.2%. FPL believes that the economic slowdown, the downturn in the housing market and the credit crisis that 
have affected the country and the state of Florida have contributed to the slowdown in customer growth and to the decline in 
non-weather related usage per retail customer. In 2008, FPL experienced an increase in inactive accounts (accounts with 
installed meters without corresponding customer names) and in low-usage customers (customers using less than 200 kwh per 
month), which have contributed to the decline in retail customer growth and non-weather related usage per retail customer. 
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Regulation. FPL's retail operations provided approxirriately 99% of FPL's 2008 operating revenues. Retail 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 SlJbjed to regulation by the FERC with respect to certain aspects of its 
operations, including, but not limited to, the acquisition and disposition of facilities, interchange and transmission services and 
wholesale purchases and sales of electric energy. In addition, FPL's nuclear power plants are subject to the jurisdiction of the 
NRC. NRC regulations govem the granting of licenses b r  the construction, operation and retirement of nuclear power plants 
and subject these plants to continuing review and regulation. 

Retail Ratemaking. The underlying concept of utiliiy ratemaking is tio 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 retum on invested capital. To accomplish this, the FPSC uses various ratemaking mechanisms, including, 
among other things, base rates and cost recovery clause!;. 

In general, 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 anid maintaining the utility system. These basic costs 
include O&M expenses, depreciation and taxes, as well as a retum on FPL'!s Investment In assets used and useful in providing 
electric service (rate base) At the time base rates are determined, the allowed rate of return on rate base approximates FPL's 
estimated weighted-average cost of capital, which includes its costs for outstanding debt and, typically, an allowed ROE. The 
FPSC monitors FPL's actual regulatory ROE through a surveillance report that is filed monthly by FPL with the FPSC. The 
FPSC does not provide assurance that an allowed ROE will be achieved. Base rates are determined in rate proceedings or 
through negotiations, which occur at irregular intervals at the initiative of FPL, the FPSC, the State of Florida Office of Public 
Counsel or a substantially affected party. 

base Rates - In 2005, the FPSC approved a stipulation and settlement agreement regarding FPL's retail base rates (2005 rate 
agreement), signed by FPL and all of the interveners in its 2005 base rate proceeding. FPL expects the 2005 rate agreement 
to be in effect through December 31,2009; theneafter, it shall remain in effect until terminated on the date new retail base rates 
become effective pursuant to an FPSC order. 

The 2005 rate agreement provides that retail base rates will not increase during the term of the agreement except to allow 
recovery of the revenue requirements of any power plant approved pursuarit to the Florida Power Plant Siting Act (Siting Act) 
that achieves commercial operation during the term of tPle 2005 rate agreement. Retail base rates increased on May 1, 2007 
when a 1,144 mw natural gas-fired plant at FPL's Turlcey Point site (Turkey Point Unit No. 5) was placed in service. As 
approved by the FPSC, FPL's retail base revmues will increase in 2009 when two natural gas-fired combined-cycle units 
(West County Energy Center Units Nos. 1 and :2), each with approximately 1,220 mw of net generating capacity, are placed in 
service, which is expected to occur by the third quarter of 2009 and fourth quarter of 2009, respectively (see Fossil Operations 
below). The 2005 rate agreement also has a revenue sharing mechanism, whereby revenues from retail base operations in 
excess of certain thresholds will be shared with customers on the basis of two-thirds refunded to customers and one-third 
retained by FPL. Revenues from retail base opsrations in excess of a second, higher threshold (cap) will be refunded 100% to 
customers. The revenue sharing threshold and cap are established by increasing the prior year's, threshold and cap by the 
sum of the following: (i) the average annual growth rate in retail kwh sales for the ten-year period ending December 31 of the 
preceding year multiplied by the prior year's retail base rate revenue sharing threshold and cap and (ii) the amount of any 
incremental base rate increases for power plants approvcd pursuant to the Siting Act that achieve commercial operation during 
the term of the 2005 rate agreement. The revenue sharing threshold and cap for 2009 are estimated to be $4,534 million and 
$4,713 million, respectively. For the year ended December 31, 2008, revenlues from retail base operations did not exceed the 
2008 thresholds. 

Under the terms of the 2005 rate agreement: (i) FPL's electric property depreciation rates are based upon the comprehensive 
depreciation studies it filed with the FPSC in March 2005; however, FPL may reduce depreciation by up to $125 million 
annually, (ii) FPL has the ability to recover prudently incurred storm restoration costs, either through securitization provisions 
pursuant to the Florida Statutes or through surc:harges, and (iii) FPL will be allowed to recover through a cost recovery clause 
prudently incurred incremental costs associated with complying with an FPSC or FERC order regarding a regional 
transmission organization. 

FPL does not have an authorized regulatory ROE under the 2005 rate agreement for the purpose of addressing earnings 
levels. For all other regulatory purposes, FPL has an ROE of 11.75%. Under the 2005 rate agreement, the revenue sharing 
mechanism described above is the appropriate and exclusive mechanism to address earnings levels. However, if FPL's 
regulatory ROE, as reported to the FPSC in FPl2s monthly earnings surveillance report, falls below 10% during the term of the 
2005 rate agreement, FPL may petition the FPSC to amend its base rates. 

In November 2008, FPL notified the FPSC that it intends to initiate a base rate proceeding in March 2009. In the notification, 
FPL stated that it expects to request an $800 million to $950 million annual increase in base rates beginning on January 1, 
2010 and an additional annual base rate increase beginning on January 1, 201 1. These amounts exclude the effects of 
depreciation, which depend in part on the results of a detailed depreciation study that FPL is currently finalizing. Further, FPL 
expects to request that the FPSC continue to allow FPL to use the mechanism for recovery of the revenue requirements of any 
new power plant approved pursuant to the Sitling Act that was established in FPL's 2005 rate agreement. Hearings on the 
base rate proceeding are expected during the lhird quarter of 2009 and a iinal decision is expected by the end of 2009. The 
final decision may approve rates that are different from those that FPL will request. 

. 
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Cost Recovery Clauses - Fuel costs are recovered from customers througlh levelized charges per kwh established under the 
fuel clause. These charges are calculated annually ba!jed 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 pieriods. 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. In 2008, approximately $6.1 billion of costs 
were recovered through the fuel clause. FPL uses a risk. management fuel procurement program which was approved by the 
FPSC at the program's inception. The FPSC rieviews the program activities and results for prudence on an annual basis as 
part of its annual review of fuel costs. The program is intended to manage fuel price volatility by locking in fuel prices for a 
portion of FPL's fuel requirements. See Energy Marketing and Trading, Management's Discussion - Results of Operations, 
Note 1 - Regulation and Note 3. 

Capacity payments to other utilities and generating companies for purchased power are recovered from customers through the 
capacity clause and base rates. In 2008, approximately $517 million of ,these costs were recovered through the capacity 
clause. Beginning in 2009,, FPL will recover prebconstruclion costs and canying charges (equal to the pretax AFUDC rate) on 
construction costs for new nuclear capacity through the capacity clause. Once the new capacity goes into service, 
construction costs will be recovered through basme rate increases. See Nuclear Operations below. 

Costs associated with implementing energy cimservation programs totaled approximately $1 82 million in 2008 and were 
recovered from customers through the energy imservalion cost recovery clause. Costs of complying with federal, state and 
local environmental regulations enacted after April 1993 are recovered through the environmental clause to the extent not 
included in base rates. In 2008, approximately $40 inillion of these costs were recovered through the environmental 
clause. Beginning in 2009, FPL will recover costs associated with its proposed solar generating facilities through the 
environmental clause. See Solar Operations below. 

Other Recovery Mechanisms - FPL maintains a funded storm and property insurance reserve. Four hurricanes in 2005 and 
three hurricanes in 2004 caused major damage In pa& of FPL's service territory. Storm restoration costs incurred by FPL 
during 2005 and 2004 exceeded the amount in the storm and property insurance reserve, resulting in a storm reserve 
deficiency. In 2007, FPL formed a wholly-owned bankruptcy remote special purpose subsidiary for the purpose of issuing 
storm-recovery bonds, pursuant to the securitization provisions of the Florida Statutes and an FPSC financing order. In May 
2007, the FPL subsidiary issued $652 million iaggregato principal amount of senior secured bonds (storm-recovery bonds), 
primarily for the after-tax equivalent of the totall of FPL's, unrecovered balance of the 2004 storm restoration costs, the 2005 
storm restoration costs and approximately $200 million tci reestablish FPL's storm and property insurance reserve. The storm- 
recovery bonds, including interest and bond issuance casts, are being repaid through a surcharge to retail customers. Prior to 
the issuance of these storm-recovery bonds, FPL had been recovering the 2004 storm restoration costs from retail customers 
through a storm damage surcharge. See Management's Discussion Results of Operations - FPL and Note 9 - FPL. 

In 2007, the FPSC denied FPL's need petition for two Liltra super critical pulverized coal generating units in Glades County, 
Florida. In December 2008, the FPSC appnoved the recovery of approximately $34 million of pre-construction costs 
associated with these units over a five-year per id  beginning January 2010. 

The FPSC has the authority to disallow recovery of costs that it considers excessive or imprudently incurred. Such costs may 
include, among others, fuel and O&M expenses, the cost of replacing power lost when fossil and nuclear units are unavailable, 
storm restoration costs and costs associated with the construction or acquisition of new facilities. 

Competition. FPL currently holds 176 franchise agreernents to provide electric service in various municipalities and counties 
in Florida with varying expiration dates through 2039. Of the 176 franchise agreements, three expire in 2009, 14 expire in 
2010 and 159 expire during the period 2011 through 2039. Negotiations are ongoing to renew franchises with upcoming 
expirations. FPL also provides service to 13 other municipalities and to 22 unincorporated areas within its service area without 
franchise agreements. FPL considers its franchises to be: adequate for the tmduct of its business. 

FPL currently faces competition from other suppliers of islectrical energy to wholesale customers and from alternative energy 
sources and self-generation for other customer groups, primarily industrial customers. The FERC has jurisdiction over 
potential changes that could affect competition in wholesale transactions. In 2008, operating revenues from wholesale and 
industrial customers combined represented less than 4% of FPL's total operating revenues. Various states, other than Florida, 
have enacted legislation or have state commissions that have issued orden; designed to allow retail customers to choose their 
electricity supplier. Management believes it is unlikely thisre will be any state actions to restructure the retail electric industry in 
Florida in the near future. If the basis of regulation for some or all of FPIL'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 Eleneration assets and long-term power purchase commitments, would 
need to be reviewed to assess their recoverability in a changed regulatoiry environment. See Management's Discussion - 
Critical Accounting Policies and Estimates - Regulatory Accounting. 
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The FPSC promotes cost competitiveness in the building of new steam generating capacity by requiring investor-owned 
electric utilities, such as FPL, to issue an RFF'. The RFP process allows independent power producers and others to bid to 
supply the new generating capacity. If a bidder has the most cost-effective alternative, meets other criteria such as financial 
viability and demonstrates adequate expertise and experience in building and/or operating generating capacity of the type 
proposed, the investor-owned electric utility would seek io negotiate a power purchase agreement with the selected bidder and 
request that the FPSC approve the terms of the power purchase agreement and, if appropriate, provide the required 
authorization for the construction of the bidder':; generating capacity. In 20107, the FPSC eliminated the requirement for utilities 
to issue an RFP for new nuclear power plants sited after June 2006. See Nuclear Operations below regarding the approval by 
the FPSC for two additional nuclear units. 

Environmental. FPL is subject to environmental laws and regulations and is affected by some of the emerging issues 
included in the Environmental Matters section below. FPL expects to seek recovery through the environmental clause for 
compliance costs associated with any new environmental laws and regulations. 

During 2008, FPL spent approximately $181 million cn capital additions; to comply with existing environmental laws and 
regulations. FPL's capital expenditures to comply with 'existing environmental laws and regulations are estimated to be $1.2 
billion for 2009 through 201 1, including approximately $632 million in 2009, and are included in estimated capital expenditures 
set forth in Capital Expenditures below. These amounts include the capital expenditures associated with three solar 
generating facilities currently under construction. See Solar Operations beLDW. 

System Capability and Load. At December 31,2008, FPL's resources for serving load consisted of 24,997 mw, of which 
22,087 mw were from FPL-owned facilities (see Item 2 - Generating Facilities) and 2,910 mw were available through 
purchased power contracts (see Note 15 - Contracts). FPL's projected reserve margin for the summer of 2009 is 
approximately 28%. This reserve margin is expected io be achieved through the combination of output from FPL's active 
generating units, purchased power contracts and the capability to reduce peak demand through the implementation of load 
management, which was estimated to be capable of reducing demand bly 1,734 mw at December 31, 2008. 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 senrice territory. The highest peak load FPL has served to date was 22,361 mw, 
which occurred on August 17, 2005. FPL had adequate resources available at the time of this peak to meet customer 
demand. See Fossil Operations, Nuclear Operations and Solar Operations below regarding additional capacity currently under 
construction. 

' 

Fuel Mix. FPL's generating plants use a variety of fuels. The diverse fuel options, along with purchased power, enable FPL 
to shift between sources of generation to achieve a more economical fuel mix. See Fossil Operations, Nuclear Operations and 
Item 2 - Generating Facilities. 

FPL's 2008 fuel mix based on kwh produced was as follciws: 

Fuel Source 

Natural gas 
Nuclear 
Purchased power 
Coal 
Oil 

Percentage of 
kwh Produced- 

53% 
22% 
14% 
6% 
5% 

Fossil Operations. FPL owns and operates 83 units that use fossil fuels such as natural gas and/or oil, and has a 
joint-ownership interest in three coal units. FPL's fossil units are out of sewice from time to time for routine maintenance or on 
standby during periods of reduced demand. FPL is currently constructing three natural gas-fired combined-cycle units of 
approximately 1,220 mw each at its West County Energy Center, which units are expected to be placed in service by the third 
quarter of 2009, fourth quarter of 2009 and mid-201 I. The estimated total (cost (including AFUDC) of the hnro units expected to 
be placed into service in 2009 is approximately $1.3 billion and the estimated total cost (including AFUDC) of the third unit is 
approximately $900 million. In 2008, the FPSC approved FPL's plan to modernize its Cape Canaveral and Riviera power 
plants to high-efficiency natural gas-fired units. Each inodemized plant is expected to provide approximately 1,200 mw of 
capacity and be placed into service by 2013 alnd 2014 at an estimated total cost (including AFUDC) of $1.1 billion and $1.3 
billion, respectively. Approval by the Florida Power Plaiil Siting Board (Siting Board), comprised of the Florida governor and 
cabinet, is pending and is expected in early 2010. The construction costs of the three new units and power plant 
modernizations (through early 2010) yet to be incurred as of December 31,2008 are included in estimated capital expenditures 
set forth in Capital Expenditures below. See Note 15 - Commitments. 
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FPL has four firm transportation contracts in place with FGT, two firm trarlsportation contracts with Gulfstream and one firm 
transportation contract with Southeast Supply Header, LLC, that together are expected to satisfy substantially all of the 
anticipated needs for natural gas transportation at its existing units. The four existing FGT contracts expire between 2021 and 
2025, while both Gulfstream contracts expire in 2032. The Southeast Supply Header contract expires in 2020. To the extent 
desirable, FPL can also purchase interruptible natural gas transportation service from FGT and Gulfstream based on pipeline 
availability. FPL has several short- and medium-term natural gas supply {contracts to provide a portion of FPL's anticipated 
needs for natural gas. The remainder of FPL's natural gas requirements i s  purchased under other contracts and in the spot 
market. FPL has a long-term agreement for the storage of natural gas that expires in 2013. In addition, FPL has entered into 
Several long-term agreements for storage capacity and transportation of riatural gas from facilities that have not yet started 
construction, or if started, have not yet completed consiruction. These agreements range from 15 to 25 years in length and 
contain firm commitments by FPL totaling up to approximately $209 million annually or $5.1 billion over the terms of the 
agreements. These firm commitments are contingent upon the Occurrence of certain events, including approval by the FERC 
andlor completion of construction of the facilities from J Jne 2009 to 201 1, See Note 15 - Contracts. FPL's oil requirements 
are obtained under short-term contracts and in the spot market. 

FPL has, through its joint ownership interest in St. Johris River Power Park (SJRPP) Units Nos. 1 and 2, a coal supply and 
transportation contract for all of the 2009 fuel needs and a portion of the 201 0 and 201 1 fuel needs for those units. All of the 
transportation requirements and a portion of the coal supply needs for Scherer Unit No. 4 are covered by a series of annual 
and long-term contracts. FPL's remaining fuel requiremeints for these units will be obtained in the spot market. See Note 15 - 
Contracts. 

Nuclear Operations. FPL owns, or has undiivided interests in, and opemtes four nuclear units, two at Turkey Point and two 
?t St. Lucie, with a total net generating capability of 2,!339 mw. The nuclear units are periodically removed from service to 
accommodate normal refueling and maintenance outages, repairs andl certain other modifications. Scheduled nuclear 
refueling outages typically require the unit tci be removed from service for approximately 30 days. The following table 
summarizes certain information related to FPL's nuclear units: 

' 

Net 
Capability Operating License Next Scheduled 

Facility Unit (mw) Expiration D a t e ?  Refueling Outage 

St. Lucie 1 839 2036 April 2010 
St. Lucie 2 714 2043 April 2009 

Turkey Point 4 693 2033 October 2009 

FPL is in the process of adding approximately 400 mw of baseload capacity at its existing nuclear units at St. Lucie and Turkey 
Point, which additional capacity is projected to be placed in service by the! end of 2012 at an estimated total cost (including 
carrying charges) of approximately $1.6 billion. The construction costs relating to the 400 mw of baseload capacity yet to be 
incurred as of December 31, 2008 are included in estimated capital expenditures set forth in Capital Expenditures below. In 
2008, the FPSC approved FPL's need petition ,for two additional nuclear units at its Turkey Point site with projected in-service 
dates between 2018 and 2020, which units are expected in the aggregate to add between 2,200 mw and 3,040 mw of 
baseload capacity. Additional approvals from other regulatory agencies will be required later in the process. See Note 15 - 
Commitments. 

During 2003, nuclear utilities other than FPL identified pressurizer heater sleeves made with a particular material (alloy 600) 
that were experiencing penetration cracks and leaks as a result of primaiy water stress corrosion cracking. As a result, in 
2004, the NRC issued a bulletin requesting utilities to identify and inspect all alloy 600 and weld materials in all pressurizer 
locations and connected steam space piping. Due to the amount of time and cost associated with correcting potential leaks, 
FPL replaced St. Lucie Unit No. 1's pressurizer during its fall 2005 outage. FPL began the modification of St. Lucie Unit 
No. 1's non-pressurizer penetrations that have alloy 600 weld materials duriing its fall 2008 outage and expects to complete the 
modifications by 2010. The St. Lucie Unit No. :2 pressurizer has 30 heater sleeves as compared to 120 heater sleeves in the 
St. Lucie Unit No. 1 pressurizer. Accordingly, FPL has decided to modify rather than replace St. Lucie Unit No. 2's alloy 600 
pressurizer heater sleeves during its fall 2010 outage. During St. Lucie Unit No. 2s scheduled refueling outage in the fall of 
2007, FPL inspected the pressurizer heater sleeves and began modifications of other pressurizer and non-pressurizer 
penetrations that have alloy 600 weld materials. The modifications to St. Lucie Unit No. 2's other penetrations are scheduled 
to be completed by 2010. The estimated cost of modifications for the St. Lucie units is included in estimated capital 
expenditures set forth in Capital Expenditures tlelow. See Note 15 - Commitments. All pressurizer penetrations and welds at 
Turkey Point Units Nos. 3 and 4 use a different material. 

. Turkey Point 3 693 2032 March 2009 
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FPL leases nuclear fuel for all four of its nuclear units. See Note 1 - Nucleiar Fuel. FPL Group and FPL consolidate the lessor 
entity in accordance with FIN 46, "Consolidation of Variable Interest Entitias," as revised (FIN 46(R)). See Note 9 - FPL. The 
contracts for the supply, conversion, enrichmerit and fabrication of FPL's nuclear fuel have expiration dates ranging from 2009 
through 2022. Under the Nuclear Waste Policy Act, the DOE is responisible for the development of a repository for the 
disposal of spent nuclear fuel and high-level radioactive waste. As required by the Nuclear Waste Policy Act, FPL is a party to 
contracts with the DOE to provide for disposal cif spent nuclear fuel from its Turkey Point and St. Lucie nuclear units. 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 2008, FPL has paid approximately $607 million in such fees tci the DOEs nuclear waste fund. The DOE did not 
meet its statutory obligation for disposal of spent nuclear fuel under the Nuclear Waste Policy Act. In 1997, a federal appeals 
court ruled, in response to petitions filed by utilities, stat12 governments andl utility commissions, that the DOE could not assert 
a claim that its delay was unavoidable in any defense against lawsuits by utilities seeking money damages arising out of the 
DOEs failure to perform its obligations. In 1998, FPL filed a lawsuit against the DOE seeking damages caused by the DOEs 
failure to dispose of spent nuclear fuel from FIPL's nuclear power plants. The matter is pending. In October 2006, a federal 
claims court ruled in another utility's case that tile 1997 court decision regaiding the DOEs unavoidable delay defense was not 
binding on that federal court. An appeal is penlding in that case. The DOE filed a license application for a permanent disposal 
facility for spent nuclear fuel with the NRC in June 2008, and a licensing proceeding is ongoing before the NRC. However, it is 
uncertain when a permanent disposal facility will be constructed and when it would be ready to begin receiving spent nuclear 
fuel shipments. 

FPL uses both on site storage pools and dry storage casks to store sperit nuclear fuel generated by St. Lucie Units Nos. 1 
and 2, which should allow FPL to store all spent nuclear fuel generated by these units through license expiration. FPL 
currently stores all spent nuclear fuel generatid by Turkey Point Units Nos. 3 and 4 in on site storage pools. These spent 
huclear fuel storage pools do not have sufficient storage capacity for the life of the respective units. Beginning In 2011. FPL 
plans to begin using dry storage casks to store spent nuclear fuel at the Turkey Point facility. Costs for the dry storage casks 
yet to be incurred are included in estimated capital experiditures set forth in Capital Expenditures below. 

The NRC's regulations require FPL to submit a plan for ldecontamination and decommissioning five years before the projected 
end of plant operation. FPL's current plans, under the operating licenses, provide for prompt dismantlement of Turkey Point 
Units Nos. 3 and 4 with decommissioning activities cominencing in 2032 arid 2033, respectively. Current plans provide for St. 
Lucie Unit No. I to be mothballed beginninGI in 2036 with decommissioning activities to be integrated with the prompt 
dismantlement of St. Lucie Unit No. 2 at the end of its useful life in 2043. See estimated decommissioning cost data in Note 1 
- Decommissioning of Nuclear Plants, Dismantllement of Plants and Other Accrued Asset Removal Costs - FPL. 

Solar Operations. In 2008, the FPSC approved FPL's proposal to construct three solar generating facilities, which are 
expected to have a capacity totaling I 1 0  mw. The solar generating facilities are expected to be placed into service by the end 
of 2010 at an estimated total cost (including carrying charges) of approximately $728 million. The construction costs of these 
new solar generating facilities yet to be incurred as of December 31, 2008 are included in estimated capital expenditures set 
forth in Capital Expenditures below. See Note '15 - Commitments. 

Energy Marketing and Trading. EMT, a division of FPL, buys and SE!IIS wholesale energy commodities, such as natural 
gas, oil and electricity. EMT procures natural gas and oil for FPL's use in power generation and sells excess natural gas, oil 
and electricity. EMT also uses derivative instruments, such as swaps, optbons and forwards, to manage the commodity price 
risk inherent in the purchase and sale of fuel and electricity. Substantially all of the results of EMT's activities are passed 
through to customers in the fuel or capacity clauses. See Retail Ratsmaking, Management's Discussion - Results of 
Operations - FPL and Energy Marketing and Tixding and Market Risk Sensitivity and Note 3. 

Capital Expenditures. Capital expenditures at FPL include, among other things, the cost for construction or acquisition of 
additional facilities and equipment to meet customer dernand, as well as capital improvements to and maintenance of existing 
facilities. FPL's capital expenditures totaled $2.3 billion in 2008 (including AFUDC of approximately $53 million), $1.9 billion in 
2007 (including AFUDC of approximately $36 million) and $1.7 billion in 2006 (including AFUDC of approximately $32 
million). Planned capital expenditures that are iconditional on obtaining regiilatory approvals are not included in the table below 
until such approvals are received. 
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At December 31,2008, planned capital expenditures for 2009 through 2013 were estimated as follows: 

Generation: 

Existing 
Transmission and distribution 
Nuclear fuel 
General and other 

New (b) (4 (4 

Total 

2009 2010 201 1 2012 201 3 Total 
(millions) 

$ 1,350 $ 1,3!55 $ 760 $ 355 $ 40 $ 3,860 
665 680 61 0 51 5 430 2,900 
61 5 865 925 930 975 4.310 
125 205 21 5 220 265 1,030 

- - - - - - -  

170 2!30 315 235 1,310 
$ 2,925 $ 3,3!35 $ 2,825 $ 2,320 $ 1,945 $ 13,410 

300 - - - -- - ------ 
(a) 
(b) 
(c) 

(d) 

Includes AFUDC of approximately $63 million, $53 million, $32 millkln and $4 million in 20081 to 2012, respectively. 
Includes land, generating structures, transmission intekonnection and integration and licensing. 
includes pre-construction costs and carrylng charges (equal to the pretax AFUDC rate) on construction costs recoverable through the capacity clause of 
appmximately $72 mllllon. $201 mllllon, $323 million, $50 million and $19 mllllon in 2009 to 2013, respectively. 
Exdudes capital expendltures of approximately $2.2 biiliion for the modemizatlon of the Cape Canaverai and Rlvlera power plants for the period from early- 
2010 (when approval by the Siting Board Is expected) through 201:3. Also excludes constnudon costs of approximately $2.5 billion durlng the period 2012 to 
2013 for the two addltional nuclear units at FPL's Turkey Point site. Construction costs will not begin until license approval Is recelved from the NRC, which is I 

expected in 2012. 

These estimates are subject to continuing review and adjustment and actual capital expenditures may vary from these 
estimates. See Management's Discussion - Liquidity and Capital Resources - Contractual Obligations and Planned Capital 
Expenditures and Note 15 - Commitments. 

Electric and Magnetic Fields. EMF are present arciund electrical facilities, including, but not limited to, appliances, power 
lines and building wiring. Since the 1970s, there has been public, scientiic and regulatory attention given to the question of 
whether EMF causes or contributes to adverso health cffects. U.S. and international scientific organizations have evaluated 
the EMF research. Their reviews have generally concluded that while sorne epidemiology studies report an association with 
childhood leukemia, controlled laboratory studies do ncit support that association and the scientific studies overall have not 
demonstrated that EMF cause or contribute to any type of cancer or other disease. 

The FDEP established EMF standards for electricity facilities in 1989. The FDEP regularly reviews the.EMF science and has 
not made any changes in the state's EMF standards. FPL facilities comply with the FDEP standards. Future changes in the 
FDEP regulations could require additional capital expenditures by FPL for such things as increasing the width of right of ways 
or relocating or reconfiguring transmission facilities. It is not presently known whether any such expenditures will be 
required. Currently, there are no such changes proposed to the FDEP regulations. 

Employees. FPL had approximately 10,700 employe13s at December 31,, 2008. Approximately 32% of the employees are 
represented by the International Brotherhood o'f Electrical Workers (IBEW) under a collective bargaining agreement with FPL, 
which has been extended until October 31,2009. FPL and the IBEW are discussing a proposal for a new agreement. 

* 

NEXTERA ENERGY RESOURCES NOPERATIONS 

General. NextEra Energy Resources, a wholly-owned subsidiary of FPL Group Capital, was formed in 1998 to aggregate 
FPL Group's existing competitive energy business. It is a limited liability company organized under the laws of 
Delaware. Through its subsidiaries, NextEra Energy Resources currently owns, develops, constructs, manages and operates 
primarily domestic electric-generating facilities in wholesale energy markets. NextEra Energy Resources also provides full 
energy and capacity requirements services primarily to distribution utilities in certain markets and owns a retail electric provider 
based in Texas. 

At December 31, 2008, NextEra Energy Resources managed or participated in the management of approximately 96% of its 
projects, which represented approximately 99% of the net generating capacity in which NextEra Energy Resources has an 
ownership interest. NextEra Energy Resources had ownership interests in operating independent power projects with a net 
generating capability totaling 16,928 mw (see Item 2 - Generating Facilities). Generation capacity spans various regions and 
is produced using a variety of fuel sources, thereby reducing overall volatility related to varying market conditions and 
seasonality on a portfolio basis. At December 31, 2008, the percentage of capacity by geographic region was: 

Percentage of Generation Capacity Geographic Region .- 
ERCOT 30% 
Northeast 
Midwest 
West 
Other South 

30% 
18% 
15% 
7% 
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At December 31,2008, fuel sources for these pirojects wore as follows: 

Fuel Source I- Percentage of Generation Capacity 
Natural Gas 39% 
Wind 38% 
Nuclear 15% 
Oil 5% 
Hydro 2% 
Other 1% 

NextEra Energy Resources seeks to expand its portfolio through project development and acquisitions where economic 
prospects are attractive. NextEra Energy Resources expects its future portfolio capacity growth to come primarily from wind 
and solar development and from asset acquisitions. NextEra Energy Resources plans to add a total of 7,000 mw to 9,000 mw 
of new wind generation over the 2008 - 2012 period, of which approximately 1,300 mw were added in 2008. NextEra Energy 
Resources expects to add approximately 1,100 mw in 2009, of which approximately 480 mw are either under construction or 
have obtained applicable internal approvals ,for construction. In addition, NextEra Energy Resources intends to pursue 
opportunities for new solar generating facilities. The wind and solar expansions are subject to, among other things, continued , 

public policy support. 

NextEra Energy Resources' capital expendituires and investments totaled approximately $2.8 billion, $3.1 blllion and $1.8 
billion in 2008,2007 and 2006, respectively. Ai. December 31, 2008, planned capital expenditures for 2009 through 2013 were 
estimated as follows: 

2009 201 0 201 1 201 2 2013 Total 
(millions) 

- - - - - - -  
Wind I.) 
Nuclear Ib) 

Natural gas 
Other 

Total 

$ 2,035 $ 20 4; 20 $ 15 $ 10 $ 2,100 
370 430 295 275 305 1,675 
105 70 75 85 50 385 

(a) includes capltai expendltures for new wlnd pro@% Uhat have btren Identified and related transmission. NextEra Energy Resources expects to add 
approximately 1,100 mw in 2009 and 1,000 mw to 2.000 mw of nriw wind generation per year from 2010 through 2012, subled to, among other things, 
continued public policy support, whlch includes, but Is not limited to, support for the constructlon and availabiiity of sutAclent transrnlssion faciikles and 
capacity. and access to reasonable capital and credit markets. The cost of the planned wind additions for the 2010 through 2012 period Is estimated to be 
approximately $2.5 billion to $4.5 biiilon in each year, which is not included in the table above. 

Ib) Includes nuclear fuel. 

These estimates are subject to continuing review and adjustment and actual capital expenditures may vary from these 
estimates. See Management's Discussion - Liquidity and Capital Resources - Contractual Obligations and Planned Capital 
Expenditures and Note 15 - Commitments. 

In July 2008, the Public Utility Commission of Texas (PlJCT) approved a $4.92 billion transmission grid improvement program 
that would add approximately 2,300 miles of 345 kv lines to deliver wind power from the Competitive Renewable Energy Zones 
(CREZ) in west Texas and the Texas Panhandle to the DallaslFort Worth area and other population centers in Texas. In 
January 2009, Lone Star Transmission, LLC, a wholly-owned subsitliary of NextEra Energy Resources, was allocated $565 
million in projects by the PUCT under the CREZ program. The January 20109 determination is subject to,.among other things, 
reconsideration, appeal and receipt of all applicable regulatory approvals Due to these contingencies, the estimated costs 
associated with this project are not included in the capital expenditures table above. 

Regulation. At December 31, 2008, NextEra Energy Resources had ownership interests in operating independent power 
projects that have received exempt wholesale generator status as definedl under the Holding Company Act, which represent 
approximately 95% of NextEra Energy Resources' net !generating capacity. Exempt wholesale generators own or Operate a 
facility exclusively to sell electricity to whollesale customers. They are barred from selling electricity directly to retail 
customers. NextEra Energy Resources' exempt wholesale generators produce electricity from wind, hydropower, fossil fuels 
and nuclear facilities. In addition, approximately 5% of NextEra Energy Resources' net generating capacity has qualifying 
facility status under PURPA. NextEra Energy Resource:;' qualifying faci1itie.s generate electricity from wind, solar, fossil fuels or 
waste-product combustion. Qualifying facility status exempts the projects from, among other things, many of the provisions of 
the Federal Power Act, as well as state laws and regulations relating to rates and financial or organizational regulation of 
electric utilities. While projects with qualifying1 facility andlor exempt wholesale generator status are exempt from various 
restrictions, each project must still comply with other federal, state and looil laws, including, but not limited to, those regarding 
siting, construction, operation, licensing, pollution abatement and other environmental laws. 
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Each of the markets in which NextEra Energy Fit%source!s operates is subject to regulation and specific rules. NextEra Energy 
Resources continues to evaluate regional market redes,igns of existing operating rules for the purchase and sale of energy 
commodities. California is scheduled to implement a locational marginal price (LMP) market design, which is a market-pricing 
approach used to manage the efficient use of the transmission system when congestion occurs on the electricity grid, in the 
second quarter of 2009. ERCOT is also implementing an LMP market design currently scheduled to be implemented in late 
2010. In the California and ERCOT markets, the final market design is not fully known at this time and NextEra Energy 
Resources is currently unable to determine the effect:;, if any, on its operations resulting from the implementation of the 
anticipated revised market designs. 

Competition. Competitive wholesale markets in the United States continue to evolve and vary by geographic 
region. Revenues from electricity sales in these markets vary based on the prices obtainable for energy, capacity and other 
ancillary services. Some of the factors affectiing success in these markets include the ability to operate generating assets 
efficiently and reliably, the price and supply of fuel, transmission constraints, wind, solar and hydro resources (weather 
conditions), competition from new sources of generatioil, effective risk management, demand growth and exposure to legal 
and regulatory changes. 

Expanded competition in a frequently changing regulatory environment presents both opportunities and risks for NextEra 
Energy Resources. Opportunities exist for the selective acquisition of geneiration assets and for the construction and operation 
of efficient plants that can sell power in competitive markets. NextEra Energy Resources seeks to reduce its market risk by 
having a diversified portfolio by fuel type and location, as well as by contracting for the future sale of a significant amount of tHe 
electricity output of its plants. The combination of new wind projects, expetled increase in contribution from existing merchant 
assets and asset acquisitions are expected to be the key drivers supportinlg NextEra Energy Resources' growth over the next 
few years. 

Environmental. NextEra Energy Resources is subject to environmental laws and regulations and is affected by some of the 
emerging issues included in the Environmental Matters section below. 

During 2008, NextEra Energy Resources spent appmximately $4 million on capital additions to comply with existing 
environmental laws and regulations. NextEra Einergy Resources' capital additions to comply with existing environmental laws 
and regulations are estimated to be $11 million for 2009 through 2011, including approximately $5 million in 2009, and are 
included in estimated capital expenditures set forth in General above. 

Portfolio by Category. NextEra Energy F!esources: assets can be categorized into the following three groups: wind, 
I contracted and merchant. 

Wnd Assets - At December 31, 2008, NextEra Energy Resources had ownership interests in wind plants with a combined 
capacity of approximately 6,375 mw (net ownership), of which approximately 69% have long-tern contracts with utilities and 
power marketers, predominantly under fixed-price agreeinents with expiration dates ranging from 201 I to 2033. The expected 
output of the remaining 31% is substantially hedged through 2010 and Ipartially hedged through 2013 against changes in 
commodity prices. NextEra Energy Resources operates substantially all of these wind facilities. Approximately 91 % of 
NextEra Energy Resources' net ownership in wind facilffies has received exempt wholesale generator status as defined under 
the Holding Company Act. Essentially all of t.he remaining facilities have qualifying facility status under PURPA. NextEra 
Energy Resources' wind facilities are located in 16 states and Canada. NextEra Energy Resources expects to add 
approximately 1 .I 00 mw of new wind generatioii in 2009, of which approximately 480 mw are either under construction or have 
obtained applicable internal approvals for constiruction. 

Contracted Assets - At December 31, 2008, NextEra Energy Resources had 3,537 mw of non-wind contracted assets. The 
contracted category includes all projects, other than wind, with contracts for substantially all of their output. Essentially all of 
these contracted assets were under power sales contracts with utilities, with contract expiration dates ranging from 2010 to 
2033 and have firm fuel and transportation agreemenis with expiration dates ranging from 2009 to 2018. See Note 15 - 
Contracts. Approximately 1,825 mw of this capacity is niltural gas-fired generation. The remaining 1,712 mw uses a variety of 
fuels and technologies such as nuclear, waste-to-energy, oil, solar, coal and petroleum coke. As of December 31, 2008, 
approximately 92% of NextEra Energy Resouirces' contracted generating capacity is from power plants that have received 
exempt wholesale generator status under the Holding Cclmpany Act, while the remaining 8% has qualifying facility status under 
PURPA. 

Merchant Assets - At December 31, 2008, NextEra Energy Resources' portfolio of merchant assets includes 7,016 mw of 
owned nuclear, natural gas, oil and hydro generation, cif which 2,789 mw is located in the ERCOT region, 2,751 mw in the 
NEPOOL region and 1,476 mw in other regions;. The merchant assets include 965 mw of peak generating facilities. Merchant 
assets are plants that do not have long-term power sales agreements to sell their output and therefore require active marketing 
and hedging. Approximately 85% (based on net mw capability) of the nat:ural gas fueled merchant assets have natural gas 
supply agreements or a combination of natural gas sup3ly and transportation agreements to provide for on-peak natural gas 
requirements. See Note 15 - Contracts. Derivative instruments (primarily swaps, options and forwards) are used to lock in 
pricing and manage the commodity price risk inherent in power sales and fuel purchases. Managing market risk through these 
instruments introduces other types of risk, primarily counterparty and operational risks. See Energy Marketing and Trading 
below. 
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Nuclear Operations. NextEra Energy Resources wholly owns, or has undivided interests in, three nuclear power plants 
with a total net generating capability of 2,545 nnw. NextIEra Energy Resources is responsible for all plant operations and the 
ultimate decommissioning of the plants, the cost of which is shared on a pmcrata basis by the joint owners for the jointly owned 
plants. See estimated decommissioning cost data In Note 1 - Decommissioning of Nuclear Plants, Dismantlement of Plants 
and Other Accrued Asset Removal Costs - NextEra Energy Resources. The nuclear units are periodically removed from 
service to accommodate normal refueling and maintenance outages, repairs and certain other modifications. The following 
table summarizes certain information related to NextEra ffnergy Resources' nuclear Units. 

Operating 
Net License 

Expiration Next Scheduled Capability Poitfolio 
Facility Location 0 - Category Dates Refueling Outage 

Seabrook New Hampshire 1,098 Merchant 2030"' October 2009 
Duane Arnold Iowa 424 Contnrcted'b' 201 4"' October 2010 
Point Beach Unit No. 1 Wisconsin 509 ContractedId) 2030 March 2010 
Point Beach Unit No. 2 Wisconsin 514 2033 October 2009 

18) NedEra Energy Resources Intends to seek approval from the NRC to renew Seabrook's opsirating license for an additionel 20 years. 
ib) NextEra Energy Resources sells substantlally all of Its share of the cutput of Duane Arnold under a long-term contract explring In 2014. 
is) In September 2008, NextEra Energy Resources filed an application with the NRC to renew Duane Arnold's operatlng lkense for an additional 20 years. 
id) NextEra Energy Resources sells 100% of the output of Point Beach Units Nos. 1 and 2 under a long-term contract through the current license terms. 

In 2004, the NRC issued a bulletin requesting utilities to identify and inspect all alloy 600 and weld materials in all pressurizer 
locations and connected steam space piping. This issue impacts some pressurizer and reactor vessel penetrations at 
Seabrook. In order to meet industry requirements, Next Era Energy Resources modified Seabmk's pressurizer penetrations 
that have alloy 600 weld materials during its April 2008 outage and plans to begin inspections of the reactor vessel alloy 600 
penetrations during the scheduled fall 2009 outage. The estimated cost of modifications is included in NextEra Energy 
Resources' estimated capital expenditures set hrth in General above. All pressurizer penetrations at Point Beach Units Nos. 1 
and 2 use a different material except for the Point Beach Unit No. 2 stearn generator nozzles. which have been modified to 
address the degradation concern. Duane Amolid, which is a boiling water reactor, is not affected by this issue. 

NextEra Energy Resources' nuclear facilities hiave several contracts for the supply, conversion, enrichment and fabrication of 
nuclear fuel with expiration dates ranging from 2009 to 2018. See Note 15 - Contracts. Under the Nuclear Waste Policy Act, 
the DOE is responsible for the development of a repository for the disposal of spent nuclear fuel and high-level radioactive 
waste. As required by the Nuclear Waste Policy Act, subsidiaries of NextEira Energy Resources are parties to contracts with 
the DOE to provide for disposal of spent nuclear fuel from its Seabrook, Duane Arnold and Point Beach nuclear units. The 
DOE was required to construct permanent disposal facilities and take title to and provide transportation and disposal for spent 
nuclear fuel by January31, 1998 for a specified fee based on current generation from nuclear power plants. The total 
cumulative amount of such fees paid to the DOES nuchar waste fund for Seabrook, Duane Arnold and Point Beach, including 
amounts paid by all joint owners, since the siart of the plants' operations through December 2008, is approximately $491 
million, of which NextEra Energy Resources has paid approximately $75 million since the date of the plants' 
acquisition. NextEra Energy Resources, through its ownership interest in Seabrook. Duane Arnold and Point Beach, is 
involved in litigation against the DOE seeking damages caused by the DOE'S failure to dispose of spent nuclear fuel from the 
Seabrook, Duane Arnold and Point Beach facilities. The matter is pending. The DOE filed a license application for a 
permanent disposal facility for spent nuclear fuel with the NRC in June 2008, and a licensing proceeding is ongoing before the 
NRC. However, it is uncertain when a permanent disposal facility will be constructed and when it would be ready to begin 
receiving spent nuclear fuel shipments. All of NextEra Energy Resources' nuclear facilities use both on site storage pools and 
dry storage casks to store spent nuclear fuel generated by these facilities, which should allow NextEra Energy Resources to 
store spent nuclear fuel at these facilities through license expiration. 

Energy Marketing and Trading. PMI, a subsidiary of NextEra Energy Resources, buys and sells wholesale energy 
commodities, such as natural gas, oil and electricity. 11:s primary role is t.0 manage the commodity risk of NextEra Energy 
Resources' pottfolio and to sell the output from NextEra Energy Resources' plants that has not been sold under long-term 
contracts. PMI procures natural gas and oil for NextEra Energy Resources;' use in power generation, as well as substantlally 
all of the electricity needs for NextEra Encargy Resources' retail operations conducted primarily in Texas, which at 
December 31, 2008 served approximately 1,2010 mw of peak load to approximately 160,000 customers. PMI uses derivative 
instruments such as swaps, options and forwards to manage the risk associated with fluctuating commodity prices and to 
optimize the value of NextEra Energy Resources' power generation assets. PMI also provides full energy and capacity 
requirements services primarily to distribution utilities in certain markets and engages in energy trading activities to take 
advantage of expected future favorable price movements. Full energy ;and capacity requirements services include load- 
following services, which require the supplier o f  energy to vary the quantity delivered based on the load demand needs of the 
customer, as well as various ancillary services. At December 31, 2008, PMI provided full energy and capacity requirements 
Services totaling approximately 3,300 mw of peak load, in the NEPOOL, PJM and ERCOT markets. The results of PMl's 
activities are included in NextEra Energy Resources' operating results. See Management's Discussion - Energy Marketing 
and Trading and Market Risk Sensitivity, Note 1 - Energy Trading and Note 3. 

. 
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Employees. NextEra E.nergy Resources hmad apprciximately 4,350 employees at December 31, 2008. Subsidiaries of 
NextEra Energy Resources have collective bargaining agreements with $various unions which are summarized in the table 
below. 

Contract % of NextEra Energy 
Expiration Resources Employees 

Location Date Covered .-- - Union 
IBEW Wisconsin June :2009 - August 201 0 11% 
Utility Workers Union of America New Hampshire Decernber 2013 5 
IBEW Iowa May 21012 4 
IBEW Maine February 2013 2 
Security Police and Fire Professionals of 

Total 
2 

24% 
- America Iowa July 201 2 - 

la) Various employees at Point Beach are represented by the IBEW urider four separate contnicts with different expiration dates. 

In addition, the employees of an operating project in California, constituting less than 1% of NextEra Energy Resources' 
employees, are represented by the IBEW, which is currently negotiating its first collective bargaining agreement. 

OTHER FPL. GROUP OPERATIONS 

FPL Group's Corporate and Other segment represents other business activities, primarily FPL FiberNet. that are not separately 
reportable. See Note 16. 

FPL FiberNet. FPL FiberNet, a wholly-owned subsidiary of FPL Group Capital, was formed in 2000 to enhance the value of 
FPL Group's fiber-optic network assets that were originally built to support FPL operations. Accordingly, in 2000, FPL's 
existing fiber-optic lines were transferred to FPlL FiberNet. FPL FiberNet is a limited liability company organized under the laws 
of Delaware. FPL FiberNet leases wholesale fiber-optic network capacity and dark fiber to FPL and other customers, primarily 
telephone, wireless carriers, internet and other telecommunications companies. FPL FiberNet's primary business focus is the 
Florida metropolitan (metro) market. Metro networks cover Miami, Fort Lauderdale, West Palm Beach, Tampa, St. Petersburg, 
Orlando and Jacksonville. FPL FiberNet also has a long-haul network within Florida that leases bandwidth at wholesale 
rates. At December 31, 2008, FPL FiberNet's network consisted of approx.imately 2,745 route miles, which interconnect major 
cities throughout Florida. 

In 2006, as a result of significant changes in the bue,iness climate, FPI, FiberNet performed an impairment analysis and 
concluded that an impairment charge related to its metro market assets was necessary. The business climate changes 
included customer consolidations, migration to a more efficient form of networking technology and lack of future benefits to be 
achieved through competitive pricing, all of !which had a negative impact on the value of FPL FiberNet's metro market 
assets. While the metro market buslness vvas expe!cted to continue to generate positive cash flows, management's 
expectation of the rate of future growth in cash flows was reduced as a result of these business climate changes. Accordingly, 
FPL FiberNet recorded an impairment charge of approximately $98 million ($60 million after-tax) in 2006. See Note 5 - 
Corporate and Other. Currently, the wireless sector is experiencing growth, which has been offset by consolidations, price 
declines and loss of customers in the wire line sector. 

At December 31, 2008, FPL Group's investment in FPI. FiberNet totaled ;approximately $130 million. FPL FiberNet invested 
approximately $28 milliori during 2008 and plans to invest a total of approximately $140 million over the next five years 
primarily to meet customers' specific requirements under contract. 

EINVIRONMENTAL MATTERS 

Federal, state and local environmental laws and regulations cover air and water quality, land use, power plant and transmission 
line siting, EMF from power lines and substations, oil discharge from transformers, lead paint, asbestos, noise and aesthetics, 
solid waste, natural resources, wildlife mortality 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, imnstruction and operation of new facilities. Environmental laws and regulations 
are subject to change. The following is a discussion of emerging federal and state initiatives and rules that could potentially 
affect FPL Group and its subsidiaries, including FPL and NextEra Energy Resources. 

Climate Change - The U.S. Congress and certain states and regions are considering several legislative and regulatory 
proposals that would establish new regulatory requirements and reduction targets for greenhouse gases. Based on current 
reference data available from government sources, FPL Group is among the lowest emitters of greenhouse gases in the 
United States measured by its rate of emissions to generation in pounds per megawatt-hour. However, these legislative and 
regulatory proposals have differing methods (of implementation and the impact on FPL's and NextEra Energy Resources' 
generating units and/or the financial impact (either positive or negative) to FPL Group and FPL could be material, depending 
on the eventual structure uf any legislation enacted or specific implementation rules adopted. 

14 



In anticipation of the potential for further imposiition of greenhouse gas emission limits on the electric industry in the future, FPL 
Group is involved in several climate change initiatives, including, but not limited to, the following: 

participation in various groups, including working with the Governor of Florida on the Governor's Action Team on Energy 
and Climate Change, the FDEP, the Florida Energy and Climate Commission and the FPSC in addressing executive 
orders issued in 2007 by the Governor of f:lorida (soe below for additional information); 

voluntary reporting of its greenhouse gas emissions to the DOE under the Energy Policy Act of 1992; 

voluntary reporting of its greenhouse gas emissions and climate change strategy through the Carbon Disclosure Project 
(an investor-led initiative to identify climate change impacts on publicly-traded companies); 

participation in the US. Climate Action Partnership (an alliance made up of a diverse group of US.-based businesses and 
environmental organizations, which in January 2009 issued the Blueprint for Legislative Action, a set of legislative 
principles and recommendations to address global climate change and the reduction of greenhouse gas emissions); 

participation in the Clinton Global Initiative (an organization which seeks to foster shared commitment by individuals, 
businesses and governments to confront rnajor worlld issues and achieve real change); 

participation in the EPA's Climate Leaders Program to reduce greenhouse gas intensity in the United States 18% by 2012, 
including reporting of emissions data annually. During 2008, FPL Group met its commitment to achieve a 2008 target 
emissions rate reduction of 18% below a 2001 baseline emission rate measured in pounds per megawatt-hour; and 

supporting Edison Electric Institute's climate change framework, whiich supports the concept of mandatory legislation 
capping carbon emissions economy wide and recommends, among other things, an 80% reduction of carbon emissions 
from current levels by 2050. 

In July 2007, the Governor of Florida issued three executive orders aimed at reducing Florida greenhouse gas emissions and 
improving Florida's energy efficiency. The orders state, among other things, that Florida utilities will be required to reduce 
emissions to 2000 levels by 2017; to 1990 leve!ls by 2025; and to 20% of I139O levels by 2050, and that the FPSC should begin 
the process of adopting a renewable portfolio standard (RPS) that would require utilities to produce at least 20% of their energy 
from renewable sources, with an emphasis on wind and solar energy. In lMay 2008, the Florida legislature passed an energy 
bill which required the FRSC to develop an RPS and to provide a draft of an RPS rule to the legislature by February I, 
2009. The FPSC's draft rule, submitted to the legislature in late January 2009. requires, among other things, Florida investor- 
owned utilities, including FPL, to meet certain renewable energy standards. The standards are to be met through the 
production or the purchase of renewable eneigy credits and are defined as percentages of the prior year's retail megawatt- 
hour electricity sales, beginning with a standard of 7% by January 1, 2013 and culminating with a standard of 20% by 
January I, 2021. The draft rule authorizes recovery (of the costs associated with the construction and operation of new 
renewable energy resources, purchase of renewable energy credits and tht3 purchase of capacity and energy from existing and 
new renewable energy resources through a new renewable energy cost recovery clause. As proposed by the FPSC, 
renewable energy resources would include new solar and wind generation. The FPSC's submission to the legislature also 
provides reasons supporting expansion of the 2008 legislation through new legislation to include clean energy resources such . 
as new nuclear facilities and uprates approved by the FPSC since 2006, energy savings from energy efficiency and energy 
savings from demand side management programs in meeting the RPS. The FPSCs draft rule also addresses the cost of 
compliance by providing a cap on the Increase to customer revenue requirements due to the purchase of renewable energy 
credits andlor the construction of renewable energy resburces of up to 2% of the utility's total annual revenues from retail sales 
of electricity. The May 2008 energy legislatiort also authorizes the FDEP to develop a cap and trade rule (a system by which 
affected generators buy and trade allowances under a set cap) to reduce greenhouse gas emissions, but provides that the rule 
will not be adopted until after January 1, 201 0 and will not be effective until ratified by the legislature. The final requirements 
and their impact on FPL and FPL Group cannot be detelrmined at this time. 

NextEra Energy Resources' plants operate in1 many states and regions that are in the process of developing legislation to 
reduce greenhouse gas emissions, including, but not limited to, the following: 

The Regional Greenhouse Gas Initiative (RGGI) is a greenhouse gas reduction initiative whereby ten Northeast and Mid- 
Atlantic member states have established a cap arid trade program for covered electric generating units in Connecticut, 
Delaware, Maine, New Hampshire, New Jersey, New York, Vermont, Maryland, Massachusetts and Rhode Island. RGGl 
members have agreed to stabilize poweir plant CO2 emissions at 2009 levels through the end of 2014 and to further 
reduce the sector's emissions another 10% by the end of 2018. The RGGl greenhouse gas reduction requirements will 
affect 12 NextEra Energy Resources fossil electric generating units, requiring those electric generating units to reduce 
emissions or to acquire C02 allowances fcrr emissions of COP beginning in 2009. All RGGl states have enacted legislation 
and regulations. Based on NextEra Energy Resources' clean generating portfolio in the RGGl marketplace, NextEra 
Energy Resources expects that the requirement will have a positive overall impact on NextEra Energy Resources' 
earnings in 2009. 

. 
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The Westem Climate Initiative (WCI) is a greenhouse gas reduction initiative with a goal of reducing Cop emissions by 
15% below 2005 levels by 2020 for partii:ipants (/!vizona, California, Oregon, Montana, New Mexico, Washington and 
Utah, as well as British Columbia, Manitoba. Ontario and Quebec, Canada). 

California Greenhouse Gas Regulation - California has enacted legidation to reduce greenhouse gas emissions in the 
state to 1990 emissions levels by 2020. Pursuant to the legislation, the California Air Resources Board (CARB) must 
implement multi-sector greenhouse gas reduction measures by January 1, 2012. The CARB has recommended that 
California not implement a state-only greenhouse gas reduction prcigram but instead participate in the regional WCI 
program. 

The Midwestern Greenhouse Gas Reduction Accixd (MGGRA) is an initiative to reduce greenhouse gas emissions 
through the establishment of targets fcir greenhouse gas reductions and the development of a cap and trade 
program. Participants in MGGRA are Illino'is, Iowa, Kansas, Michigan, Minnesota, Wisconsin and Manitoba, Canada. The 
final Model Rule is expected in September 2009, with a cap and trade program beginning in January 2012. MGGRA is a 
multi-sector program that will initially be focused ion the electricity generation and imports, industrial combustion and 
industrial processes sectors. NextEra Energy Resources does not have any fossil-fired generation in the MGGRA region. 

Except as discussed above regarding the RGGI, the final requirements to be enacted in connection with these initiatives are 
uncertain and the financial and operational impacts or1 FPL Group cannot be determined at this time. However, NextEra 
Energy Resources' portfolio in these regions is heavily weighted toward lion-COz emitting and low COz emitting generatidn 
sources (wind, hydro, solar, nuclear and natural1 gas). 

Clean Air Act Mercuty/Nickel Rule - During 2005, the EPA determined that new data indicated that nickel emissions from oil- 
fired units and mercury emissions from coal-find units should not be regulated under Section I 1 2  of the Clean Air Act, which 
set Maximum Achievable Control Technology standards (MACT), and as a result the EPA published a final rule delisting nickel 
and mercury from the requirements of regulaticln under !;ection 112. In lieu of regulation under Section 112, the EPA issued a 
final rule (Clean Air Mercury Rule) to regulate mercury emissions from coal-fired electric utility steam generating units under 
Section Ill of the Clean Air Act. The mercury and nickel delisting ru'le, as well as the Clean Air Mercury Rule, were 
challenged by various states and environmental groups. In February 2008, the US. Court of Appeals for the District of 
Columbia vacated both the EPA's mercury ancl nickel dislisting rule and the Clean Air Mercury Rule and in May 2008, denied 
EPA's request for rehearing. Several petitioners, including the €PA, requested review of the delisting decision by the US. 
Supreme Court, however, their requests were denied after the EPA requested withdrawal of its petition. The EPA will now 
proceed with MACT rulemaking under Section 112. Depending upon the final outcome of the EPA's rulemaking, it is possible 
that certain FPL oil-fired units, Scherer Unit No. 4, SJRPP Units Nos. 1 and 2; certain coal-fired units from which FPL 
purchases power and three of NextEra Energy Resources' oil-fired units in Maine may be required to add additional pollution 
control equipment. 

Clean Air Interstate Rule (CAIR) - In 2005, the EPA published a final rule that requires SOz and NOx emissions redudins from 
electric generating units in 28 states, where the emissions from electric generating units are deemed to be transported to 
downwind states, allegedly resulting in fine particulate (PlA 2.5) and ozone non-attainment areas. In July 2008, the US. Court of 
Appeals for the District of Columbia issued an opinion vacating the CAlR and remanded the rule to the EPA for further 
rulemaking. In September 2008, the EPA and three other parties petitioned for rehearing of that order. In December 2008, the 
U.S. Court of Appeals for the District of Columbia remanded the CAlR back to EPA for further rulemaking without vacating the 
rule. Because the U.S. Court of Appeals for the District of Columbia chose not to vacate the rule, FPL Group and FPL were 
required to begin complying with the current version of the CAlR on January 1, 2009 and must continue to comply until the EPA 
rewrites the rule. FPL Group and FPL do not expect the impact of complying with the current version of the CAlR to have a 
material effect on their financial statements. 

Clean Air Visibility Rule - In 2005, the EPA issued the Clean Air Visibility Rule to address regional haze in areas which include 
certain national park and wilderness areas through the installation of BART for electric generating units. BART eligible units 
include those built between 1962 and 1977 that have the potential to emil. more than 250 tons of visibility-impairing pollution 
per year. The rule requires states to complete! BART determinations and allows for a five-year period to implement pollution 
controls. While the impact of the final BART requirements of the Clean Air Visibility Rule are uncertain, FPL's Turkey Point 
Fossil Units Nos. 1 and 2 and one of NextEra Energy Resources' units located in Maine may be required to add additional 
emissions controls or switch fuels to meet the EIART conipliance requirements. 

In 2007, the FDEP began the process to expand the number of units covered under the "Reasonable Further Progress" 
provision of the Clear Air Visibility Rule in an effort to recluce emissions of SOz in areas which include certain national park and 
wilderness areas. The provision requires that control rneasures be in place by 2017. Six of FPL's generating facilities are 
affected under the Reasonable Further Progress provision (Manatee Units Nos. 1 and 2, Port Everglades Units Nos. 3 and 4 
and Turkey Point Fossil Units Nos. 1 and 2). While the final requirements of the Reasonable Further Progress provision are 
uncertain, it is possible that these units may be required to add additional emission controls or switch fuels to meet the 
provision's emissions requirements. 

. 
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Clean Water Act Section :?76(b) - In 2004, the EPA issued a rule under Section 316(b) of the Clean Water Act to address the 
location, design, construction and capacity of intake !structures at existiing power plants with once-through cooling water 
systems. The rule would have required FPL Group to demonstrate that it had met or would meet new impingement mortality 
(the loss of organisms against screens and other excliJsion devices) and/or entrainment (the loss of organisms by passing 
through the cooling water system) reductions by complying with one of several alternatives, including the use of technology 
and/or operational measures. In 2007, the U.8. Court cif Appeals for the Second Circuit ruled on a challenge to the rule by a 
number of environmental groups and six northeastern states. In its ruling, the court eliminated several of the compliance 
alternatives, including the use of a "cost-benefit test" arid restoration measures, from consideration and remanded the rule to 
the EPA for further rulemaking. As a result of the 2007 tnurt decision, the IEPA has suspended its rule under Section 316(b) of 
the Clean Water Act and directed its jurisdictions to adclress Section 316(b) compliance based on best professional judgment 
when Issuing and renewing permits. In Decernber 2008, the U.S. Suprerne Court heard oral arguments with respect to the 
portion of the rule related to the cost-benefit test in determining the best technology available for minimizing adverse 
environmental impacts from the use of large cooling Nater intake systems at existing power plants. Although the EPA has 
initiated new Section 316(b) rulemaking consistent with the ruling of the UIS. Court of Appeals for the Second Circuit, a new 
rule may be delayed until after the US. Suprerne Court makes its decision, which is not expected until June 2009. Depending 
upon the final outcome of the litigation, additiionai rulemaking by the EPA could impact eight of FPL's generating facilities 
(Cape Canaveral, Cutler, Fort Myers, Lauderdale, Port Everglades, Sanford, Riviera and St. Lucie) and three NextEra Energy 
Resources plants (Seabrook, Point Beach and an oil-fired plant in Maine). 

Revisions to the National Ambient Air Qualify Standards for Ozone - In March 2008, the EPA issued a final rule establishing a 
new standard for ground-level ozone at 75 parts per tiillion. States are required to (i) obtain designation of non-attainment 
areas by 2010, (ii) develop plans to meet the attainment standard by 2013 and (iii) begin meeting the attainment standard 
between 2013 and 2030 based on non-attainment severity. Genecating facilities located in areas designated as 
hon-attainment may be required to add additional pollution control equiipment. A review of recent Ozone monitoring data 
indicates that some or all of FPL's generating facilities may be located in or affected by non-attainment areas, or areas 
projected to be in non-attainment. 
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Name 
Christopher A. Bennett 

Paul i. Cutler 

F. Mitchell Davidson 

K. Michael Davis 

Lewis Hay, 111 

Robert L. McGrath 

Armando J. Oiivera 

Armando Pimentel, Jr. 

jam,, W. Poppell. Sr. 

James L. Rob0 
Antonio Rodriguez 

Charles E. Sieving 

John A. Stall 
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62 
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55 
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36 

54 

EXECUTIVE OFFICERS OF FPL. GROUP ('I 

Position 
Executive Vice President B Chief Strategy, Policy B Business Process 

Treasurer of FPL Group 
Assistant Slecretary of FPL Group 
Treasurer of FPL 
Assistant Siecretary oi FPL 
Chief Executive Officer of NextEra Energy IResources 
President or NextEra ifnergy Resources 
Controller and Chief Accounting Officer of f:PL Group 
Vice President, Accounting and Chief Accounting Officer of FPL 
Chief Executive Officer of FPL Group 
Chairman of FPL Group 
Chairman of FPL 
Executive Vice President, Engineering, Construction B Corporate Services of 

FPL Groi~p 
Executive Vice Presldent, Engineering, Construction B Corporate Services of 

Chief Executive OMcelr of FPL 
President of FPL 
Chief Financial Officer of FPL Group 
Executive Vice President, Finance of FPL Group 
Chief Financial Officer of FPL 
Executive Vice President, Finance of FPL 
Executive Vice President, Human Resources of FPL Group and FPL 
Assistant Secretary of FPL Group and FPL 
President and Chlef Clperatlng OMcer of FPL Group 
Executive Vice President, Power Generation Dlvision of FPL Group 
Executive Vice President, Power Generatiam Division of FPL 
Executive Vice President and General Couinsei of FPL Group 
Executive Vice President and General Counsel of FPL 
President, Nuclear Division of FPL Group 
Executive Vice President, Nuclear Division of FPL 

lmprovernent Offiair of FPL Group 

FPL 

Effective Date 

February 15. 20081b) 
February 19,2003 
December 10,1997 
February 18.2003 
December 10,1997 
July 29,2008 
December 15,2006 
May 13,1991 
July 1,1991 
June 11,2001 
January I, 2002 
January 1,2002 

February 21,2005 (b) 

February 21,2005 to) ' 
July 17,2008 
June 24,2003 
May 3,2008 
February 15,2008 @) 

May 3,2008 
February 15.2008(') 
December 12,2008 
January 28,2005 
December 15,2006 
January 1,2007 @I 
July 1, 1999 lo) 
December 1,2008 
January 1,2009 
January I. 2009 
June 4,2001 le) 

la) information is as of February 26, 2009. Executive 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 positioin for five years or more and his employment history is 
continuous. Mr. Bennett was vice president, business stratagy B policy of FPL Group from July 2007 to February 15.2008. Prior to that, Mr. 
Bennett was vice president of Dean B Company, a management consulting and investment firm. Mr. Davidson was senior vice president of 
business management of NextEra Energy Resources.from ldarch 2005 to December 2006. He was vice president of business management 
of NextEra Energy Resources from June 2004 to March 2005. Mr. Davis was also controller of FPL from July 1991 to September 2007. Mr. 
Hay was also chief executive officer of FPL froin January 2002 to July 2008. Mr. Hay was president of FPL Group from June 2001 to 
December 2006. Mr. McGrath was senlor vice piwident. engineering and construction of FPL from November 2002 to February 2005. Mr. 
Pimentel was a partner of Deloitte B Touche LLP, an independent registered pulblic accounting firm, from June 1998 to February 2008. Mr. 
Poppell was vice president, human resources of FPL from November 2006 to December 2008. He was director, employee relations of FPL 
from January 2005 to November 2006. From March 2003 to January 2005. IMr. Poppell was a senior attorney of FPL. Mr. Rob0 was 
president of NextEra Energy Resources from July 2002 to December 2006. He was also vice president, corporate development and strategy 
of FPL Group from March 2002 to December 2006. Mr. Sieving was executive vice president, general counsel and secretary of PAETEC 
Holding Cop., a communications services and solutions provider, from February 2007 to November 2008 and was primarliy responsible for 
all legal and regulatory matters. From January 2'005 to February 2007, Mr. Sieving was a partner in the corporate, securities and finance 
practice group of Hogan 8 Hartson LLP, an international law firm, with which he had been associated since October 1998. Mr. Stall was also 
executive vice president, nuclear division of FPL Group from January 2007 to December 2008 Ib). 

fb) Title changed from vice president to executive vim president effective May 23,2008. 
IC) Titie changed from senior vice president to execulive vice president effective July 17, 2008. 
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Item IA.  Risk Factors 

Risks Relatiing to FPL Group's and FPL's Business 

FPL Group and FPL are subject to complex laiws and nlgulathns and to changes in laws and regulations as well as changing 
governmental policies and regulatory actions. FPL holds franchise agreements with local municipalities and counties, and 
must renegotiate expiring agreements. These ,factors m y  have a negative impact on the business and results of operations of 
FPL Gmup and FPL. 

8 

8 

8 

8 

FPL Group and FPL are subject to complex laws and regulations, and to changes in laws or regulations, with respect to, 
among other things, allowed rates of return, industry and rate structure, operation of nuclear power facilities, construction 
and operation of generation facilities, coristruction and operation of transmission and distribution facilities, acquisition, 
disposal, depreciation and amortization of assets and facilities, recovery of fuel and purchased power costs, 
decommlssioning costs, ROE and equity ratio limits, transmission reliability and present or prospective wholesale and 
retail competition. This substantial and cclmplex framework exposes FPL Group and FPL to increased compliance costs 
and potentially significant monetary penalties for non-compliance. The FPSC has the authority to disallow recovery by 
FPL of any and all costs that it considers excessive or imprudently Incurred. The regulatory process generally restricts 
FPL's ability to grow earnings and does not provide any assurance as to achievement of earnings levels. 

FPL Group and FPL also are subject to extensive federal, state and local environmental statutes, rules and regulations, as 
well as the effect of changes in or additions to applicable statutes, rules and regulations that relate to, or in the future may 
relate to, for example, air quality, water quality, climate change, greenhouse gas emissions, C02 emissions, waste 
management, marine and'wildlife mortality, natural resources, health, safety and renewable portfolio standards that could, 
among other things, restrict or limit the output of cflrtain facilities or the use of certain fuels required for the production of 
electricity and/or require additional pollutioin control #equipment and otherwise increase costs. There are significant capital, 
operating and other costs associated with compliance with these environmental statutes, rules and regulations, and those 
costs could be even more significant in the future. 

FPL Group and FPL operate in a changing market environment influenced by various legislative and regulatory initiatives 
regarding regulation, deregulation or restructurinla of the energy industry, including, for example, deregulation or 
restructuring of the production and sale of electricitf, as well as increased focus on renewable and clean energy sources 
and reduction of carbon emissions. FPL Group anld its subsidiaries \Mill need to adapt to these changes and may face 
increasing costs and rnmpetitive pressure in doing so. 

FPL Group's and FPL's results of operations could be affected by FPL's ability to negotiate or renegotiate franchise 
agreements with municipalities and counties in Florida. 

The operation and maintenance of power genoration, tmnsmission and distribution facilities involve significant risks that could 
adversely affect the results of operations and thancia1 condition of FPL Group and FPL. 

8 The operation and maintenance of power !generation, transmission and distribution facilities involve many risks, including, 
for example, start up risks, breakdown or failure of equipment, transmission and distribution lines or pipelines, the inability 
to properly manage or mitigate known equipment defects throughout FPL Group's and FPL's generation fleets and 
transmission and distribution systems, use of new or unproven technology, the dependence on a specific fuel source, 
failures in the supply or transportation of fuel, the impact of unusual or adverse weather conditions (including natural 
disasters such as hurricanes, floods and droughts:l, and performance below expected or contracted levels of output or 
efficiency. This could result in lost reveniues and/or increased expenses, including, for example, lost revenues due to 
prolonged outages and increased expenses due to monetary penalties or fines, replacement equipment costs or an 
obligation to purchase or generate replacement power at potentially higher prices to meet contractual 
obligations. Insurance, warranties or perfcrmance guarantees may not cover any or all of the lost revenues or increased 
expenses. Breakdown or failure of an operating fiacility of NextEra IEnergy Resources may, for example, prevent the 
facility from performing under applicable power sales agreements whicln, in certain situations, could result in termination of 
the agreement or subject NextEra Energy Resourcss to incurring a liability for liquidated damages. 

The operation and maintenance of nuclear ifacilities hvolves inherent (risks, including environmental, health, regulatory, 
terrorism and financial risks, that could resuht in fines or the closure of nuclear units owned by FPL or NextEra Energy 
Resources, and which may present potential exposures in excess of insurance coverage. 

8 FPL and NextEra Energy Resources own, or hold undivided interests in, nuclear generation facilities in four states. These 
nuclear facilities are subject to environmental, healtli and financial risks such as on-site storage of spent nuclear fuel, the 
ability to dispose of spent nuclear fuel, tha ability to maintain adequate reserves for decommissioning, potential liabilities 
arising out of the operation of these facilities, and the threat of a possible terrorist attack. Although FPL and NextEra 
Energy Resources maintain decommissioriing trusts and external insurance coverage to minimize the financial exposure 
to these risks, it is possible that the cost of decommissioning the facilities could exceed the amount available in the 
decommissioning trusts, and that liability arid property damages could exceed the amount of insurance coverage. 
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The NRC has broad authority to impose licensing and safety-related requirements for the construction and operation and 
maintenance of nuclear generation facilities. In the event of nongmpliance, the NRC has the authority to impose fines or 
shut down a unit, or both, depending upon its, assessment of ithe severity of the situation, until compliance is 
achieved. NRC orders or new regulations related to increased security measures and any future safety requirements 
promulgated by the NRC could require FPL and IVextEra Energy Resources to incur substantial operating and capital 
expenditures at their nuclear plants. In addition, if a serious nuclear incident were to occur at an FPL or NextEra Energy 
Resources plant, it could result in substaintial costs. A major incident at a nuclear facility anywhere in the world could 
cause the NRC to limit or prohibit the operation or lioensing of any dorriestic nuclear unit. 

In addition, potential terrorist threats and increased public scrutiny of utilities could result in increased nuclear licensing or 
compliance costs which are difficult or impossible tcl predict. 

The construction of, and capital improvements to, power generation and transmission facilities involve substantial 
risks. Should construction or capital improvement effotts be unsuccessfu,/ or delayed, the results of operations and financial 
condition of FPL Group and FPL could be adversely affected. 

The ability of FPL Group and FPL to !complete construction of, and capital improvement projects for, their power 
generation and transmission facilities on schedule and within budget are contingent upon many variables that could delay 
completion. increase costs or otherwise! adverst!ly affect operational and financial results, including, for example, 
limitations related to transmission interamnection issues, escalating costs for materials and labor and environmental 
compliance, delays with respect to peni is and other approvals, and disputes Involving third parties, and are subject to 
substantial risks. Should any such efforts be unsuccessful or delayed, FPL Group and FPL could be subject to additional 
costs, termination payments under committed contracts, loss of tax credits and/or the write-off of their investment in the 

' 

' project or improvement. 

The use of derivative contracts by FPL Group and FPL in the noma1 course of business could result in financial losses or the 
payment of margin cash collateral that adversely impact the results of operistions or cash flows of FPL Group and FPL. 

FPL Group and FPL use derivative instrurnents, such as swaps, options, futures and forwards, some of which are traded 
in the over-the-counter markets or on exchanges, to manage their commodity and financial market risks, and for FPL 
Group to engage in trading and marketing activities. FPL Group could1 recognize financial losses as a result of volatility in 
the market values of these derivative instruments, or If a counterparty fails to perform or make payments under these 
derivative instruments and could suffer a reduction in operating cash flows as a result of the requirement to post margin 
cash collateral. In the absence of actively quoted market prices and pricing information from external sources, the 
valuation of these derivative instruments involves management's judgment or use of estimates. As a result, changes in 
the underlying assumptions or use of alternative valuation methods ccluld affect the reported fair value of these derivative 
instruments. In addition, FPL's use of such instruments could be subject to prudence challenges and, if found imprudent, 
cost recovery could be disallowed by the FPSC. 

FPL Group provides full energy and capacity requirement services, which include load-following services and various 
ancillary services, primarily to distribution utilities to satisfy all or a portion of such utilities' power supply obligations to their 
customers. The supply costs for these transactions, may be affected by a number of factors, such as weather conditions, 
fluctuating prices for energy and ancillary !services, and the ability of the distribution utilities' customers to elect to receive 
service from competing suppliers, which could negatively affect FPL Giuup's results of operations from these transactions. 

FPL Group's competitive energy business is subject to risks, many of which are beyond the control of FPL Group, including, 
but not limited to, the efficient development and operation of generating assets, the successful and timely completion of project 
restructuring activities, the price and supply of fuel and equipment, transmission constraints, competition from other 
generators, including those using new sourced of generation, excess generation capacity and demand for power, that may 
reduce the revenues and adversely impact the results of operations and financial condition of FPL Group. 

There are various rrsks associated with FPL Group's competitive energy business. In addition to risks discussed 
elsewhere, risk factors specifically affecting NextEra Energy Resources' success in competitive wholesale markets 
include, for example, the ability to efficiently develop and operate generating assets, the successful and timely completion 
of project restructuring activities, maintenance of the qualifying facility status of certain projects, the price and supply of 
fuel (including transportation) and equipment, transmission constraints, the ability to utilize PTCs, competition from other 
and new sources of generation, excess generation capacity and shifting demand for power. There can be significant 
volatility in market prices for fuel, electricity and renewable and other energy commodities, and there are other financial, 
counterparty and market risks that are beyond the control of NextEra Energy Resources. NextEra Energy Resources' 
inability or failure to effectively hedge its assets or positions against changes in commodity prices, interest rates, 
counterparty credit risk or other risk measures cou d significantly impair FPL Group's future financial results. In keeping 
with industry trends, a portion of NextEra Energy Resources' power generation facilities operate wholly or partially without 
long-term power purchase agreements. As a resuli, power from theso facilities is sold on the spot market or on a short- 
term contractual basis, which may increase the volatility of FPL Group's financial results. In addition, NextEra Energy 
Resources' business depends upon power transmi!jsion and natural gas transportation facilities owned and operated by 
others; if transmissiori or transportation is disrupted or capacity is inadequate or unavailable, NextEra Energy Resources' 
ability to sell and deliver its wholesale powtir or natural gas may be limited. 
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FPL Group's ability to successfully identi@, cornplete and integrate acquisitions is subject to significant risks, including, but not 
limited to, the effect of increased competition for acquisitions resulting from the consolidation of the power industry. 

FPL Group is likely to encounter significant competition for acquisition opportunities that may become available as a result 
of the consolidation of the power indusisy in general. In addition, FPL Group may be unable to identify attractive 
acquisition opportunities at favorable price; and to complete and integrate them successfully and in a timely manner. 

FPL Group and FPL participate in markets that are often subject to uncerlain economic conditions, which makes it difficult to 
estimate growth, future income and expenditures. 

FPL Group and FPL participate in markets that are susceptible to uncertain economic conditions, which complicate 
estimates of revenue growth. Because c:omponents of budgeting and forecasting are dependent upon estimates of 
revenue growth In the markets FPL Group and FPL serve, the uncertainty makes estimates of future income and 
expenditures more difficult. As a result, f-PL Group and FPL may make significant investments and expenditures but 
never realize the anticipated benefits, whiclh could adversely affect resiilts of operations. The future direction of the overall 
economy also may have a significant effed on the overall performance and flnancial condition of FPL Group and FPL. 

Customer growth and customer usage in FPL's service area affect FPL Group's and FPL'S results of operations. 

FPL Group's and FPL's results of operatioris are affected by the growth1 in customer accounts in FPL's service area and by 
customer usage. Customer growth can be affected by population growth. Customer growth and customer usage can be 
affected by economic factors in Florida and elsewhere, including, for eKample, job and income growth, housing starts and . new home prices. Customer growth and I:ustomer usage directly influence the demand for electricity and the need for 
additional power generation and power delivery facilities at FPL. 

Weather affects FPL Group's and FPL's results of operations, as can the impact of severe weather. Weather conditions 
directly influence the demand for electn'city and natuml gas, affect the price of energy commodities, and can affect the 
production of electricity at power generating facilities. 

FPL Group's and FPL's results of operations ara affected by changes in the weather. Weather conditions directly 
influence the demand for electricity and natural gas, affect the price of energy commodities, and can affect the production 
of electricity at power generating facilities, including, but not limited to, wind, solar and hydro-powered facilities. FPL 
Group's and FPL's results of operations (can be affected by the impact of severe weather which can be destructive, 
causing outages and/or property damage, may affect fuel supply, and could require additional costs to be incurred. At 
FPL, recovery of these costs is subject to FPSC approval. 

Adverse capital and credit market conditions Imay adversely affect FPL Group's and FPL's ability to meet liquidity needs, 
access capital and operate and grow their businesses, and increase the cost of capital. Disruptions, uncertainty or volatility in 
the financial markets can also adversely impact the results of operations and financial condition of FPL Group and FPL, as well 
as exert downward pressure on the market price of FPL Group's common stock. 

Having access to the credit and capital markets, at a reasonable cost, is necessary for FPL Group and FPL to fund their 
operations, including their capital requirements. Those markets have provided FPL Group and FPL with the liquidity to 
operate and grow their businesses that is not otherthe provided from1 operating cash flows. Disruptions, uncertainty or 
volatility in those markets can increase FPL Group's and FPL's cost of capital. If FPL Group and FPL are unable to 
access the credit and capital markets on terms that are reasonable, they may have to delay raising capital, issue shorter- 
term securities andlor bear an unfavorable cost of capital, which, in turn, could adversely impact their ability to grow their 
businesses, decrease earnings, significantly reduce financial flexlbility and/or limit FPL Group's ability to sustain Its current 
common stock dividend level. 

The market price and trading volume of FPL Group's common stock icould be subject to significant fluctuations due to, 
among other things, general stock market conditions and changes in market sentiment regarding FPL Group and its 
subsidiaries' operations, business, growth prospects and financing strategies. 

FPL Group's, FPL Group Capital's and FPL's inability to maintain their current credit ratings may adversely affect FPL Group's 
and FPL's liquidity, limit the ability of FPL Group and FPL to grow their businesses, and would likely increase interest costs. 

FPL Group and FPL rely on access to capital and credit markets as significant sources of liquidity for capital requirements 
not satisfied by operating cash flows. The inability of FPL Group, FPL. Group Capital and FPL to maintain their current 
credit ratings could affect their ability to raise capital or obtain credit on favorable terms, which, in turn, could impact FPL 
Group's and FPL's ability to grow their businesses and would likely increase their interest costs. 
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FPL Group and FPL are subject to credit and pslffonnance risk from third parties under supply and service c0ntr;rcts. 

FPL Group and FPL rely on contracts with vendors for the supply of equipment, materials, fuel and other goods and 
services required for the construction and operation of, and for capital improvements to, their facilities, as well as for 
business operations. If vendors fail to fiJlfill their contractual obligations, FPL Group and FPL may need to make 
arrangements with other suppliers, which could resJlt in higher costs, untimely completion of power generation facilities 
and other projects, andlor a disruption to heir operations. 

FPL Group and FPL are subject to costs and other pote,vtially adverse effects of legal and regulatory proceedings, as well as 
regulatory compliance and changes in or additions to applicable tax laws, rates or policies, rates of inflation, accounting 
standards, securities laws, corporate governance require,ments and labor and employment laws. 

FPL Group and FPL are subject to costs and other potentially adverse effects of legal and regulatory proceedings, 
settlements, investigations and claims, as well as regulatory compliance and the effect of new, or changes in, tax laws, 
rates or policies, rates of inflation, accounting standards, securities laws, corporate governance requirements and labor 
and employment laws. 

FPL and NextEra Energy Resources, as owners and operators of bulk. power transmission systems and/or critical assets 
within various regions throughout the United State!;, are subject to mandatory reliability standards promulgated by the 
North American Electric Reliability Corporation and snforced by the FEMC. These standards, which previously were beirig 
applied on a voluntary basis, became mandatory in June 2007. Noncompliance with these mandatory reliability standards 
could resuit in sanctions, including substantial moneiary penalties, which likely would not be recoverable from customers. 

fhreats of terrorism and catastrophic events that could result from terrorism, cyber attacks, or individuals ancfor groups 
attempting to disrupt FPL Gmup's and FPL's business may impact the operations of FPL Group and FPL in unpredictable 
ways. 

FPL Group and FPL are subject to direct and indirect effects of terrorist threats and activities, as well as cyber attacks and 
disruptive activities of individuals and/or groups. Infrastructure facilities and systems, including, for example, generation, 
transmission and distribution facilities, physical assets and information systems, in general, have been identified as 
potential targets. The effects of these threats and activities include, but are not limited to, the inability to generate, 
purchase or transmit power, the delay in development and construction of new generating facilities, the risk of a significant 
slowdown in growth or a decline in the U.S. economy, delay in economic recovery in the United States, and the increased 
cost and adequacy of security and insurance. 

The ability of FPL Group and FPL to obtain insurance a,nd the terms of an,y available insurance coverage could be adversely 
affected by international, national, state or local events and company-specific events. 

FPL Group's and FPL's ability to obtain insurance, and the cost of arid coverage provided by such insurance, could be 
adversely affected by international, national, state or local events as well as company-specific events. 

FPL Group and FPL are subject to employecr workforce factors that co8uld adversely affect the businesses and financial 
condition of FPL Group and FPL. 

FPL Group and FPL are subject to employee wlwkforce factors, iincluding, for example, loss or retirement of key 
executives, availability of qualified personnel, inflationary pressures on payroll and benefits costs and collective bargaining 
agreements with union employees and wodk stoppagie that could adveceely affect the businesses and financial condition of 
FPL Group and FPL. 

The risks described herein are not the only risks facin'g FPL Group and FPL. Additional risks and uncertainties also may 
materially adversely affect FPL Group's or FPL's busines:~, financial condition and/or future operating results. 

' 

Item 1B. Unresolved Staff Comments 

None 
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Item 2. Properties 

FPL Group and its subsidiaries maintain properties which are adequate for their operations. At December 31, 2008, the 
electric generating, transmission, distribution and genera facilities of FPL rapresented approximately 45%, 13%, 38% and 4%, 
respectively, of FPL's gross investment in electric utility plant in service. 

Generating Facilities. At December 31, 2008, FPL Group had the following generating facilities: 

FPL Facilities 
Nuclear 

St. Lucie 
Turkey Point 

Steam turbines 
Cape Canaveral 
Cutler 
Manatee 
Martin 
Port Everglades 
Riviera 
St. Johns River Power Park 
Sanford 
Scherer 

, Turkey Point 

Combined-cycle 
Fort Myers 
Laudetdale 
Manatee 
Martin 
Martin 
Putnam 
Sanford 
Turkey Point 

Fort Myers 
Simple-cycle combustion turbines 

Gas turbineddiesels 
Fort Myers 
Laudetdale 
Port Everglades 
Turkey Point 

TOTAL 

Location -- 
Hutchinson Island, FL 
Florida City, FL 

Cocoa, FL 
Miami, FL 
Parrish, FL 
Indiantclwn, FL 
Port Everglades, FL 
Riviera Beach, FL 
Jacksonville, FL 
Lake Mimroe, FL 
Monroe County, GA 
Florida City, FL 

Fort Myers, FL 
Dania, FL 
Parrish, FL 
Indiantcmn, FL 
Indiantclwn, FL 
Palatka , FL 
Lake Monroe, FL 
Florida (City, FL 

Fort Myers, FL 

Fort Myers, FL 
Dania, FL 
Port Everglades, F'L 
Florida (Clty, FL 

No. 
of Units 

2 
2 

2 
2 
2 
2 
4 
2 
2 
1 
1 
2 

1 
2 
1 
1 
2 
2 
2 
1 

1 

12 
24 
12 
5 

Fuel 

Nuclear 
Nuclear 

OillGas 
Gas 
01 WGas 
OillGas 
Oi WGas 
Oi WGas 
CoallPetroleum Coke 
OiWGas 
Coal 
OiUGas 

Gas 
GadOil 
Gas 
GaslOil 
Gas 
GadOil 
Gas 
GadOil 

GaslOil 

Oil 
OillGas 
OillGas 
Oil 

Net Capability 
(mw) (I1 

1.553'b' 
1,386 

792 
204 

1,624 
1,652 
1,205 

565 
254'" 
138 
646") 
788 

1,440 
084 

1,111 
1,105 

944 
498 

1.912 
1,148 

31 8 

648 
840 
420 
12 

22,087") 
- - 

(I) Represents FPL's net ownership interest In plant capacity. 
(b) Excludes Orlando Utilities Commission's and the FMPA'6; combined !share of approxlmetely 15% of St. Luck Unil No. 2. 
(0) Represents FPL's 20% ownership interest In each of SJRPP Units Nos. 1 and 2, which are jointly owned wlth JEA. 
(d) Represents FPL's approximately 76% ownership of Schslrer Unit No. 4, which is jointly owned with JEA. 
(e) Substantially all of FPL's propertles are subject to the lien of FPL's rriortgage. 
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NextEra Energy Resources Facilities 
Wind 

Ashtabula Wind 
Cabazon 
Callahan Divide (’) 
Capricorn Ridge 
Capricorn Ridge Expansion 
Cerro Gordo *) 
Crystal Lake I (’) 

Crystal Lake II 
Delaware Mountain 
Diablo Wind (’I 
Endeavor Wind 
Endeavor Wind II 
Gray County 
Green Mountain ‘’I 
Green Power 
Green Ridge Power (’I 
Hancock County (’) 
High Winds 
Horse Hollow Wind (’) 
Horse Hollow Wind II (’) 
Horse Hollow Wind 111 I’) 
Indian Mesa 

’ King Mountain (’) 
Lake Benton I I  (’I 
Langdon Wind 
Langdon Wind I I  (’) 
Logan Wind 
Meyersdale (bl 

Mill Run 
Montfort 
Mount Copper 
Mountaineer 
Mower County Wind Io) 
New Mexico Wind (’I 
North Dakota Wind (’) 
Oklahoma I Sooner Wind (’I 
Oliver County Wind I Io) 
Oliver County Wind II  (O) 

Peek Table Wind 
Pubnico Point (’I 
Red Canyon Wind Energy Ih) 
Sky River (’) 
Somerset Wind Power *) 
South Dakota Wind (’I 
Southwest Mesa (’) 
Stateline 1’) 
Story County Wind 
Vansycle 
Victory Garden (’) 
Waymart (’1 
Weatherford Wind lb) 
Wilton Wind (b) 

Windpower Partners 1991-92 
Windpower Partners 1992 
Windpower Partners 1993 
Windpower Partners 1993 
Windpower Partners 1994 
Wolf Ridge Wind 
Woodward Mountain 
Wyoming Wind I)) 
Investments in joint ventures (9 

Total Wind 

- Location 

Barnes County, ND 
Riverside County, CA 
Taylor County, TX 
Sterling & Coke Counties, TX 
Sterling B Coke Counties, TX 
Cerro Gordo County, IA 
Hancock County, IA 
Winnebago County, IA 
Culberson County, TX 
Alameda County, CA 
Osceola County, IA 
Osceola County, IA 
Gray County, KS 
Somerset County, PA 
Riverside County, CA 
Alameda B Contra Costa Counties, CA 
Hancock County. IA 
Solano Couinty, CA 
Taylor County, TX 
Taylor 15 Nolan Counties. TX 
Nolan County, TX 
Pecos County, TX 
Upton County, TX 
Pipestone Caunty, MCI 
Cavalier Ccunty, ND 
Cavalier Cclunty, ND 
Logan County, CO 
Somerset County. PA 
Fayette County, PA 
Iowa County, WI 
Murdochvlll~e, Quebec, Canada 
Preston B lucker Counties, WV 
Mower County, MN 
Quay B Debaca Counties, NM 
LaMoure County, ND 
Harper B Woodward Counties. OK 
Oliver County. ND 
Oliver County, ND 
Logan County. CO 
Yarmouth, Nova Scotia, Canada 
Borden, Gama B Scurry Counties, TX 
Kern County, CA 
Somerset County. PA 
Hyde Couniy, SD 
Upton B Crtxkett Counties, TX 
Umatilla County, OR and Walla Walla Coun~ty, WA 
Story Couniy, IA 
Umatilla County, OR 
Kern Countq, CA 
Wayne County, PA 
Custer B Washlta Counties, OK 
Burleigh County, ND 
Alameda B Contra Costa Counties, CA 
Alameda B Contra Costa Counties, CA 
Riverside County, CA 
Lincoln County, MN 
Culberson County, TX 
Cooke County, TX 
Upton B Pecos Counties, TX 
Uinta County, WY 
Various 

No. 
of Units 

99 
53 
76 

208 
199 
55 

100 
76 
38 
31 
40 
20 

170 
8 

22 
1,463 

148 
90 

142 
130 
149 
125 
214 
138 
79 
27 

134 
20 
10 
20 
30 
44 
43 

136 
41 
68 
22 
32 

133 
17 
56 

342 
6 

27 
106 
454 
100 

96 
43 
98 
33 

279 
300 
115 
73 

107 
75 

242 
80 

969 

38 

Fuel 

Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wlnd 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Wind 
Id) 

Net 
Capability 
(mw) (’) 

148 
40 

114 
364 
298 
41 

150 
190 
28 
21 

100 
50 

112 
10 
17 

159 
98 

, 162 
213 
299 
224 
83 

278 
104 
118 
41 

201 
30 
15 
30 
54 
66 
99 

204 
62 

102 
51 
48 

199 
31 
84 
77 
9 

41 
74 

300 
150 
25 
22 
65 

147 
49 
28 
30 
41 
26 
39 

112 
160 
144 
98 

6,375 
- - 
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NextEra Energy Resources Facilities 
Contracted 

Bayswater (b) 

Calhoun 
Cherokee Ib) 
Doswell (b) 

Duane Arnold 
Jamaica Bay 
Point Beach 
Port of Stockton 
Investments in joint ventures: 

SEGS Ill-IX 
Other 

Total Contracted 

Merchant 
Blythe Energy 
Doswell - Expansion @) 

Fomey 
Lamar Power Partners 
Maine -Cape, Wyrnan 
Maine Ib) 
Marcus Hook 50 

, Marcus Hook 750 
RISEP 
Seabrook 
Investment in joint venture 

Total Merchant 
TOTAL 

- Location 

Far Rockaway, NY 
Eastaboga, AL 
Gaffney, SC 
Ashland, Vi4 
Palo, IA 
Far Rockaway, NY 
Two Rivers, WI 
Stockton, C:A 

Kramer Juriction and Harper Lake, CA 
Various 

Blythe, CA 
Ashland, VA 
Fomey, TX 
Paris, TX 
Various - ME 
Various - ME 
Marcus Hook, PA 
Marcus Hook, PA 
Johnston, RI 
Seabrook, INH 
Frackvllle, IPA 

No. 
of Units Fuel 

2 Gas 
4 Gas 
2 Gas/Oll 
6 Gas/Oil 
1 Nuclear 
2 OiWGas 
2 Nuclear 
1 CoalPetroleum Coke 

7 Solar 
9 "  

3 Gas 
1 Gasloll 
8 Gas 
6 Gas 
6 Oil 

81 Hydro 
1 Gas 
4 Gas 
3 Gas 
1 Nuclear 
1 Wastecoal 

Net 
Capability 

(mw) 

56 
668 
98 

708 
424") 

54 
1,023 

44 

148 
314 

3,537 
- - 

507 
17'1 

1,789 
1,000 

744'0' 
359 
50 

744 
550 

1 ,098(h) 
4 

7,016 
16.928 

- - - 
1.1 Represents NaxtEra Energy Resources' net ownership Interest in plant capacity. 
1'4 These consolidated generating facilities are encumbered by liens a(1ainat thelr assets securing various Rnanclngs. 
IC1 NextEra Energy Resources owns these wind facliities together wRh thlrd party investors with differential membership interests. See Nota 11 -Sale of Differential 

Membership Interests. 
(d) Represents plants with no more than 50% ownership using wind technology. Certain facilities, totaling 57 mw, are encumbered by liens against their assets 

securing a financing. 
(01 Excludes Central Iowa Power Cooperative and Combeit Power Cooperative's combined share of 30%. 
(0 Represents plants whh no more than 50% ownership using fuels and technologies such as natural gas, waste-to-energy and coal. 
(0) Excludes seven other energy-related partners' combined share of 24%. 
(hJ Excludes Massachusetts Municlpal Wholesale Electric Company's, Taunton Municipal Lightlng Plant's and Hudson Light I Power Department% combined share 

of 11 .??%. 

Transmission and Distribution. At Decernber 31, :2008, FPL owned and operated the following electric transmission and 
distribution lines: 

Nominal Overhead Lines Trench and Submarine 
Voltage Pole Miles Cables Miles 

500kv 
230kv 
138kv 
115kv 
69kv 

Less than 69 kv 
Total 

1 ,106 
2,997 
1,619 

733 
164 

41,668 
48,287 - 

25 
50 

14 
24,981 
25,070 - 

(a) Includes approximately 75 miles owned jointly wlth JEA. 

In addition, at December 31, 2008, FPL owned and operiated 581 substations, one of which is jointly owned. See Note 8. 

Character of Ownership. Substantially all of FPL's properties are sut,ject to the lien of FPL's mortgage, which secures 
most debt securities issued by FPL. The majority of FPI. Group's principal properties are held by FPL in fee and are free from 
other encumbrances, subject to minor exceptioiis, none of which is of such a nature as to substantially impair the usefulness to 
FPL of such properties. Some of FPL's electiric lines are located on land not owned in fee but are covered by necessary 
consents of governmental authorities or right:: obtained from owners of private property. The majority of NextEra Energy 
Resources' generating facilities are held in fee and a number of those facilities are encumbered by liens against their assets 
securing various financings. Additionally, some of NextEra Energy Resources' wind turbines are located on land leased from 
owners of private property.. See Generating Falcilities anld Note 1 - Electric Plant, Depreciation and Amortization. 
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Item 3. Legal Proceedings 

FPL Group and FPL are parties to various legal and regulatory proceedings in the ordinary course of their respective 
businesses. For information regarding legal arid regulatory proceedings that could have a material effect on FPL Group or 
FPL, see Note 15 - Legal and Regulatory Proce3edings. Such descriptions are Incorporated herein by reference. 

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

None 

PART I1 

Item 5. Market for Registrants' Common Equity, Related Stockholder Matters and Issuer Purchases of 
Equlty Securities 

Common Stock Data. All of FPL's common stock is owned by FPL GIDU~. FPL Group's common stock is traded on the 
New York Stock Exchange under the symbol "FPL." 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 and the cash dividends per share 
declared for each quarter during the past two years are as follows: 

2007 
High Low Cash Dividends 

- 2008 
Cash Dividends - Quarter High Low 

First $ 73.75 $ 57.21 $ 0.445 $ 63.07 $ 53.72 $ 0.41 
Second $ 68.98 $ 62.75 $ 0.445 $ 66.52 $ 56.18 $ 0.41 
Third $ 68.76 $ 49.74 $ 0.445 $ 64.20 $ 54.61 $ 0.41 
Fourth $ 51.87 $ 33.81 $ 0.445 $ 72.77 $ 60.26 $ 0.41 

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 (generally in February) to determine its 
appropriateness in light of FPL Group's financial positicin 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 common stock is dependent upon, among other things, 
dividends paid to it by its subsidiaries. There are no restrictions in effect ithat currently limit FPL's ability to pay dividends to 
FPL Group. In February 2009, FPL Group announced that it would increase its quarterly dividend on its common stock from 
$0.445 to $0.4725 per share. See Management's Discussion - Liquidity and Capital Resources - Covenants with respect to 
dividend restrictions and Note 12 - Common Stock Dividipnd Restrictions regarding dividends paid by FPL to FPL Group. 

As of the close of business on January 31, 2009, there were 28,774 holders of record of FPL Group's common stock. 

Issuer Purchases of Equity Securities. Ilnformation regarding purchases made by FPL Group of its common stock is as 
follows: 

Maximum Number of 
Total Number Average Total Number of Shares that May Yet be 

of Shares Price Paid Shares Purchased as Part of a Purchased Under the 
Period Purchased I.) Per Share 1') Publicly Announced Program Program 1') -- - 

IOlIlOB- 10131108 106 $ 48.40 
1111/08- 11/30/08 52,205 $ 46.94 
12/1/08 - 12/31/08 1,774 

54,085 Total - $ 50.33 

20,000,000 
20,000,000 
20,000,000 

(a) Represents shares of common stock wlthheld from erriployees to pay certaln wlthholding taxes upon the vesting of stock awards granted to such employees 
under the LTIP. 

(b) In February 2005. FPL Group's Board of Directors authorized a cornmon stock repurchase plan of up to 20 million shares of common stock over an unspecified 
period, which authorization was ratified and confirmed by the Board of Directors In Decernbsr 2005. 
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ltem 6. Selected Financial Data 

SELECTED DATA OF FPL GROUP (millions. except per shaire amounts): 
Operating revenues 
Net income 
Earnings per share of common stock - basic 
Earnings per share of common stock - assuming dilution 
Dividends paid per share of common stock 
Total assets 
Long-term debt, excluding current maturities 

Operatlng revenues 
Net income available to FPL Group 
Total assets 
Long-term debt, excludlng current maturities 
Energy sales ( h h )  
Energy sales: 

Residential 
Commercial 
Industrial 
Interchange powar sales 
Other I*) 

SELECTED DATA OF FPL (millions): 

Total 
Approximate 60-minute peak load (mw): 

Average number of customer accounts (thousands): 

, 
Summer season 
Winter season 

Residential 
Commercial 
Industrial 
Other 

Total 
Average price billed to customers (cents per kwh) 

Years Ended December 31, 
2008 2007 2006 2005 2004 
- - - - - - -  
$ 116,410 $ 15,263 $ 15,7108, $ 11,846 $ 10,522 
$ 1,639") $ 1,312") $ 1,281 $ 901'") S 896") 
s 4.10'" $ 3.30"' $ 3.25'b' $ 2.37'" $ 2.50'" 
$ 4.07") $ 3.27'.) 5 3.2db) $ 2.34"' S 2.48Id) 
$ 1.78 $ 1.64 $ 1.50 $ 1.42 S 1.30 
$ 44,821 $ 40,123 $ 35.822 $ 32,599 !$ 28,324 
$ 113,833 $ 11,280 S 9,591 $ 8.039 $ 8,027 

$ !11.649 
$ 789 
$ 28,175 
$ 5,311 

105,406 

50.5% 
43.2 
3.4 
1.6 
1.3 
100% 

-- -- 
21,060 
20,031 

3,992 
50 1 

13 
4 

4,510 
10.96 

-- -- 

$ 11.622 
$ 836 
$ 24,044 
$ 4,876 

108,836 

50.8% 
42.3 
3.5 
1 .8 
1.6 

100.0% - 
21.962 
18,055 

3,981 
493 

18 
A 

4,497 - 
10.63 

s 11,988 
s 802 
$ 22,970 
5 4,214 

107.513 

50.8% 
41.4 
3.8 
2.1 
1 .9 

100.0% - 
21,819 
17,260 

3,906 
479 

21 
A 

4,410 
11.14 
- 

$ 8,528 
$ 748 
$ 22.347 
$ 3,271 

105,648 

51.4% 
41.1 
3.7 
2.0 
1.8 

100.0% 
- - 

22,361 
19,683 

3,828 
470 

20 
A 

4,322 
8.88 

$ 8,734 
s 749 
S 19-114 
S 2,813 

103,635 

50.7% 
40.6 . 

1 3.8 
2.9 
2.0 

100.0% - 
20,545 
18,108 

3,745 
458 

19 
3 

4,225 
8.36 
- 

1.) includes net unrealized mark-to-market gains or losses associated w/th nonqualifying hedges and other than temporary Impairment lossea. 
(b) Includes expenses related ta, a terminated merger, net unrealized mark-to-market gains ;associated wlth nonqualifying hedges, Impairment charges and an 

Indonesian project gain. 
IC) Includes net unrealized mark-to-market galns or losses associated with nonqualifying hedges. 
Id) Includes impairment and restlucturing charges and net unrealized mark-to-market losses associated with nonqualifying hedges. 
I*) Includes the net change in unbilied sales. 
(0 Winter season includes November and December of the current year and January to March o f  the following yeat'(for 2008. through February 26,2009). 

Item 7. Management's Discussion and Analysts of Financlai Condition and Results of Operations 

This discussion should be read in conjunction with the Notes to Consolidalted Financial Statements contained herein. In the 
discussion of Results of Operations below, all comparisons are with the corresponding items in the prior year. 

Overview 

FPL Group is one of the nation's largest providers of electricity-related services. It has two principal operating subsidiaries, 
FPL and NextEra Energy Resources. FPL serves more than 8.7 million people throughout most of the east and lower west 
coasts of Florida. NextEra Energy Resources, FPL Group's competitive energy subsidiary, produces electricity primarily using 
natural gas, wind and nuclear resources. Together, FF'L's and NextEra Energy Resources' generating assets represented 
approximately 39,000 mw of capacity at December 31, 2008. See Item 2 - Generating Facilities. Another of FPL Group's 
operating subsidiaries, FPL FiberNet, provides fiber+>ptic services to FPL, telecommunications companies and other 
customers throughout Florida. 
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FPL obtains its operating revenues primarily through the sale of electricity to retail customers at rates established as part of the 
2005 rate agreement and through cost recovery clause mechanisms. Sea Note 1 - Revenues and Rates. Over the last ten 
years, FPL's average annual customer growth has been 2.1%. However, beginning in 2007, FPL has experienced a slowdown 
in retail customer growth and a decline in non-weather rislated usage per retail customer. Retail customer growth in 2008 was 
0.3%, although during the fourth quarter of 2008 FPL enperienced a decline in customer accounts of 0.2%. FPL believes that 
the economic slowdown, the downturn in the housing market and the credit crisis that have affected the country and the state 
of Florida have contributed to the slowdown in customer growth and to tlhe decline in non-weather related usage per retail 
customer. In 2008, FPL experienced an increase in inactive accounts (accounts with installed meters without corresponding 
customer names) and in low-usage customers (customers using less than 200 kwh per month), which have contributed to the 
decline in retail customer growth and non-weather related usage per retiail customer. In November 2008, FPL notified the 
FPSC that it intends to initiate a base rate proceeding in March 2009. In the notification, FPL stated that it expects to request 
an $800 million to $950 million annual Increase in base rates beginning on ,January 1, 2010 and an additional annual base rate 
increase beginning on January 1, 201 1. These amounts exclude the effects of depreciation, which depend in part on the 
results of a detailed depreciation study that FPL is currently finalizing. Further, FPL expects to request that the FPSC continue 
to allow FPL to use the mechanism for recovery of the r€!venue requirements of any new power plant approved pursuant to the 
Siting Act that was established in FPL's 2005 rate agreeiment. Hearings on the base rate proceeding are expected during the 
third quarter of 2009 and a final decision is expected by the end of 2009. The final decision may approve rates that are 
different from those that FPL will request. FF'L's busiriess strategy is to provide customers clean, reliable energy at rates 
among the lowest in the state and nation. 

NextEra Energy Resources is in the competitive energy business with the majority of its operating revenues derived from 
wholesale electricity sales. Its business strategy is to maximize the value of its current portfolio, expand its US. market- 
leading wind position and build its portfolio through asset acquisitions. NexlEra Energy Resources plans to add a total of 7,000 
mw to 9,000 mw of new wind generation over the 2008 to 2012 period, of which approximately 1,300 mw were added in 
2008. NextEra Energy Resources expects to add approximately 1,100 mw in 2009, of which approximately 480 mw are either 
under construction or have obtained applicable internal approvals for corrstruction. In addition, NextEra Energy Resources 
intends to pursue opportunities for new solar generating facilities. The wind and solar expansions are subject to, among other 
things, continued public policy support, which includes, but is not limited to, support for the construction and availability of 
sufficient transmission facilities and capacity, aind access to reasonable capital and credit markets. If capital and credit market 
conditions change, this could alter spending plans at NextEra Energy Resources. 

NextEra Energy Resources' market is diversified by region as well as by fuel source. NextEra Energy Resources sells a large 
percentage of its expected output to hedge against price volatility. Consequently, if NextEra Energy Resources' plants do not 
perform as expected, NextEra Energy Resoumes could be required to purchase power at potentially higher market prices to 
meet its contractual obligations. NextEra Enertgy Resources' energy marketing and trading business is focused on managing 
commodity price risk and extracting maximum value from its assets. 

FPL Group and its subsidiaries segregate into two categories unrealized mark-to-market gains and losses on energy derivative 
transactions which are used to manage commodity price risk. The first category, referred to as trading activities, represents 
the net unrealized effect of actively traded positions entered into to take advantage of market price movements and to optimize 
the value of generation assets and related contracts. The second category, referred to as non-qualifying hedges, represents 
the net unrealized effect of derivative transactions entered into as economic hedges (but which do not qualify for hedge 
accounting under FAS 133, "Accounting for Derivative Instruments and Hedging Activities," as amended) and the ineffective 
portion of transactions accounted for as cash flow hedpes. In addition, at FPL substantially all changes in the fair value of 
energy derivative transactions are deferred i3S a regulatory asset or liability until the contracts are settled, and, upon 
settlement, any gains or losses are passed through the fuel clause or the capacity clause. 

FPL Group's management uses earnings excluding certain items (adjusted earnings) internally for financial planning, for 
analysis of performance, tor reporting of results to the I3oard of Directors and as inputs in determining whether performance 
targets are met for performance-based compensation under FPL Group's einployee incentive compensation plans. FPL Group 
also uses adjusted earnings when communicating its earnings outlook to investors. Adjusted earnings exclude the unrealized 
mark-to-market effect of non-qualifying hedges and other than temporary impairment (OTTI) losses on securities held in 
NextEra Energy Resources' nuclear decommissioning funds, net of the reversal of previously recognized OTTI losses on 
securities sold and losses on securities where price recovery was deemed unlikely (collectively, OTTl reversals) and, in 2006 
also excluded merger-related costs. FPL Group's management believes adjusted earnings provide a more meaningful 
representation of the company's fundamental earnings power. Although the excluded amounts are properly included in the 
determination of net income in accordance with geneially accepted accounting principles, management believes that the 
amount andlor nature of such items make period to period comparisons of operations difficult and potentially confusing. 

' 
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In February 2009, the Recovery Act was signed into law. It includes approximately $787 billion in tax incentives and new 
spending, a portion of which relates to renewable energy, energy efficiency #and energy reliability. The Recovery Act includes, 
among other things, provisions that allow companies building wind facilities the option to choose between three investment 
cost recovery mechanisms: (i) PTCs which were extended for wind facilities through 2012, (ii) investment tax credits of 30% of 
the cost for qualifying wind facilities placed in service pricrr to 201 3, or (iii) an election to receive a cash grant of 30% of the cost 
of qualifying wind facilities placed in service in 2009 or 2010, or if constructlun began prior to December 31, 2010 and the wind 
facility is placed in service prior to 2013. ,An election to rieceive a cash grant of 30%, in lieu of the 30% investment tax credit 
allowable under present law, also applies to the cost of qualifying solar facilities placed in service in either 2009 or 2010, or if 
construction began prior to December 31, 2010 and the solar facility is placed in service prior to 2017. In addition, 50% bonus 
depreciation was extended on most types of property placed in service in 2009, and certain property placed in service in 
2010. FPL Group and FPL are in the process ctf evaluating the effect of the Recovery Act on their businesses. 

Results of Operatlons 

Summary- Presented below is a summary of net income (loss) by reportablle segment (see Note 16): 

Years Ended December 31, 
2008 2007 2006 

(millions) 
- - - 4  

FPL 
NextEra Energy Resources 
Corporate and Other 
FPL Group Consolidated 

$ 789 $ 836 $ 802 
91 5 540 610 
(65) (64) (131) - $ 1,639 - $1,312 ,- $ 1,281 

The decrease in 2008 in FPL's results reflects lower retail customer usage, higher depreciation and interest expenses and 
provisions taken in 2008 for regulatory matters;, partly cffset by a retail base rate increase associated with Turkey Point Unit 
No. 5 commencing commercial operation, lower O&M expenses and higher other revenues and AFUDC - equity. FPL's 2007 
improved results benefited from a retail base rate increase associated with Turkey Point Unit No. 5 and retail customer growth, 
partly offset by higher O&M and depreciation and amortization expenses recovered through base rates, a slight decline in retail 
customer usage and lower interest income on underrecnvered fuel and storm costs. Disallowed storm costs, net of certain 
Interest, reduced 2006 net income by approximately $27 million. 

NextEra Energy Resources' 2008 and 2007 results reflect additional earnings from the existing portfolio, from new investments 
and from full energy and capacity requirements, services and trading, partially offset by higher expenses to support the growth 
in the business. NextEra Energy Resources' results in 2007 also reflect higher interest expense and the absence of an 
approximately $97 million gain ($63 million after-tax) recorded in 2006 resulting from a court judgment relating to an 
Indonesian project that was suspended in 1998. In addition, FPL Group's and NextEra Energy Resources' net income for 
2008 and 2006 reflects net unrealized after-tax gains from non-qualifying hedges of $170 million and $92 million, respectively, 
while 2007 net income reflects net unrealized after-tax losses from such hedges of $86 million. The change in unrealized 
mark-to-market activity is primarily attributable to changes in forward power and natural gas prices, as well as the reversal of 
previously recognized unrealized mark-to-market gainsAosses as the underlying transactions are realized. As a general rule, a 
gain (loss) in the non-qualifying hedge categoiy is offsst by decreases (increases) in the fair value of related physical asset 
positions in the portfolio or contracts, which are not marked to market under generally accepted accounting principles. In 2008. 
2007 and 2006, NextEra Energy Resources rlecorded 1682 million, $6 million and $1 million, respectively, of after-tax OTTl 
losses on securities held in NextEra Energy Resources' nuclear decommissioning funds. In 2008, NextEra Energy Resources 
had approximately $6 million after-tax of OTTl reversals; there were no such O lT l  reversals in 2007 or 2006. 

Results for Corporate and Other in 2008 reflect higher interest expense offset by additional consolidating income tax 
adjustments. Results for Corporate and Other in 2007 reflect lower interest costs and higher interest Income, partly offset by 
lower federal and state tax benefits. Results for Corporate and Other in 2006 reflect a $98 million ($60 million after-tax) 
impairment charge related to FPL FiberNet's metro market assets as a result of significant changes in the business climate in 
which FPL FiberNet operates and $14 million of after-tax merger costs associated with the proposed merger between FPL 
Group and Constellation Energy Group, Inc. (Constellation Energy), which was terminated in October 2006. See Note 5 - 
Corporate and Other for FPL FiberNet impairment charges and Note 16 for segment information. 

FPL Group's effective income tax rate for all periods presented reflects PTCs for wind projects at NextEra Energy 
Resources. PTCs can significantly affect FPL Group's effective income tax rate depending on the amount of pretax income 
and wind generation. See Note I - Income Taxes, Note 6 and Note 1 I - Sale of Differential Membership Interests. 
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F f L  - FPL's net income for 2008, 2007 and 20106 was $789 million, $836 million and $802 million, respectively, a decrease in 
2008 of $47 million and an increase in 2007 of $34 million. The decrease in 2008 reflects lower retail customer usage, higher 
depreciation and interest expenses and provisions taken in 2008 for regulatory matters, partly offset by a retail base rate 
increase associated with Turkey Point Unit No. 5 commencing commercial1 operation, lower O&M expenses and higher other 
revenues and AFUDC - equity. FPL's 2007 results benefited from a retail base rate increase associated with Turkey Point 
Unit No. 5 and retail customer growth. These factors were partly offset by higher O&M and depreciation and amortization 
expenses recovered through base rates, a slight decline in usage p:r retail customer and lower interest income on 
underrecovered fuel and storm costs. Disallowed storm costs, net of interest income recorded on 2005 storm restoration costs 
approved for recovery by the FPSC, reduced FPL's 200fl net income by approximately $27 million. In 2006, when considering 
FPL's petition to recover 2005 storm costs, the FPSC applied a different standard for recovery of 2005 costs than was used for 
recovery of the 2004 storm costs. This resulted in certain adjustments and disallowances of storm costs that FPL sought to 
recover. 

FPL's current retail base rates were approved by the FI'SC in 2005 and isre expected to be in effect through December 31, 
2009. The 2005 rate agreement provides that retail base rates will not increase during the term of the agreement except to 
allow recovery of the revenue requirements of any power plant approved pursuant to the Siting Act that achieves commercial 
operation during the term of the 2005 rate agreement. Retail base rates increased in 2007 when Turkey Point Unit No. 5 
commenced commercial operation on May 1, 2007. FF'L expects that retail base revenues will increase approximately $65 
million in 2009 when retail base rates are changed pursiJant to the 2005 rate agreement to reflect the placement in service of 
two West County Energy Center units, which is expected to occur by the third quarter of 2009 and fourth quarter of 2009. The 
2005 rate agreement has a revenue sharing mechanism, whereby revenues from retail base operations in excess of certain 
thresholds will be shared with customers on the basis of two-thirds refunded to customers and onethird retained by 
FPL. Revenues from retail base operations in excess of a second, higher threshold (cap) will be refunded 100% to 
customers. The revenue sharing threshold and cap are adjusted each year. For the years ended December 31, 2008, 2007 
and 2006, revenues from retail base operations; did not (exceed the thresholds for those years and FPL does not expect 2009 
revenues to exceed the thresholds. See Note 'I - Revenues and Rates for information on the calculation of the threshold and 
cap and for information on FPL's regulatory ROE. 

In November 2008, FPL notified the FPSC thai it intends to initiate a base rate proceeding in March 2009. In the notification, 
FPL stated that it expects to request an $800 million tc $950 million annual increase in base rates beginning on January 1, 
2010 and an additional annual base rate increase beginning on January 1, 2011. These amounts exclude the effects of 
depreciation, which depend in part on the results of a detailed depreciation study that FPL is currently finalizing. Further, FPL 
expects to request that the FPSC continue to allow FPL io use the mechanism for recovery of the revenue requirements of any 
new power plant approved pursuant to the Siting Act that was established in FPL's 2005 rate agreement. Hearings on the 
base rate proceeding are expected during the third quarter of 2009 and a Final decision is expected by the end of 2009. The 
final decision may approve rates that are different from those that FPL will request. 

FPL's operating revenues (consisted of the follo\rving: 

' 

, 

Years Ended December 31, 
2008 2007 2006 --- 

(millions) 

Retail base $ 3,738 $ 3,796 $ 3,657 
Fuel cost recovery 6.202 6,162 6,573 
Other cost recovery clauses and pass-through costs 1,505 1,490 1,588 
Other, primarily pole attachment rentals, transmiission and wholesale sales and 

customer-reiated fees 
Total 

204 174 170 --- $ 11,649 $ 11,622 $ 11,988 
--- 

For the year ended December 31, 2008, an increase in the average nuimber of customers of 0.3% increased retail base 
revenues by approximately $9 million while a 2.7% dec8%ase in usage per retail customer, reflecting weather conditions and 
other factors, decreased retail base revenues bly approximately $95 million. Partly offsetting the usage decrease was an extra 
day of sales in 2008, as it was a leap year. In addition, a base rate increase resulting from Turkey Point Unit No. 5 
commencing commercial operation on May I, 2007 increased retail base revenues by approximately $28 million. FPL 
experienced a decline in retail customer growth in the latter half of 2007 and throughout 2008 as well as a decline in 
non-weather related retail customer usage, which FPL believes is reflective of the economic slowdown and housing crisis that 
has affected the country and the state of Floriida. FPL is unable to predilct if growth in customers and non-weather related 
customer usage will return to previous trends. 

For the year ended December 31, 2007, an increase in the average nuimber of customers of 2.0% increased retail base 
revenues by approximately $71 million. During this period, usage per retail1 customer decreased 0.4%. This usage decrease, 
as well as other factors, decreased retail base revenues by approximatelly $18 million. In addition, the base rate increase 
resulting from Turkey Point Unit No. 5 commencing commercial operation om May 1, 2007 increased 2007 retail base revenues 
by approximately $86 million. 

30 



Revenues from fuel and other cost recovery clauses and pass-through costs, such as franchise fees, revenue taxes and 
storm-related surcharges do not significantly affect net income; however, underrecovery or overrecovery of such costs can 
significantly affect FPL Group's and FPL's operating a s h  flows. Fluctuations in fuel cost recovery revenues are primarily 
driven by changes in fuel and energy charges which are included in fuel, purchased power and interchange expense in the 
consolidated statements ot income, as well as by changts in energy sales. Fluctuations in revenues from other cost recovery 
clauses and pass-through costs are primarily driven by changes in storm-related surcharges, capacity charges, franchise fee 
costs, the impact of changes in O&M and depreciation expenses on the underlying cost recovery clause, as well as changes in 
energy sales. Capacity charges and franchise fee costs are included in luel, purchased power and interchange and taxes 
other than income taxes, respectively, in the consolidated statements of income. 

FPL uses a risk management fuel procurement prograni which was approved by the FPSC at the program's inception. The 
FPSC reviews the program activities and results for prudence on an annual basis as part of its annual review of fuel 
costs. The program is intended to manage fuel price volatility by locking in fuel prices for a portion of FPL's fuel 
requirements. The current regulatory asset for the change in fair value of derivative instruments used in the fuel procurement 
program amounted to approximately $1,109 million and $117 million at December 31, 2008 and 2007, respectively. The 
increase in fuel revenues in 2008 reflects approximately $230 million related to a higher average fuel factor partly offset by 
approximately $190 milliorl attributable to lower energy sales. The decrease in fuel revenues in 2007 reflects approximately 
$484 million related to a lower average fuel factor partly cffset by approximately $73 million attributable to higher energy sales. 

In May 2007, a wholly owned subsidiary of FIPL issued $652 million aggregate principal amount of storm-recovery bonds 
primarily for the after-tax equivalent of the total of FPL's unrecovered balance of 2004 storm restoration costs, the 2005 storm 
restoration costs and approximately $200 million to reestablish FPL's storm and property insurance resewe. The storm- 
iecovery bonds, including interest and bond issuance costs, are being repaid through a surcharge to retail customers. Prior to 
the issuance of these storm-recovery bonds, FPL had been recovering froin retail customers, since February 2005, the 2004 
storm restoration costs through a storm damage surchage. Both the revenues from the 2004 storm damage surcharge and 
the storm-recovery bonds surcharge are included in other cost recovery clauses and pass-through costs and amounted to 
approximately $97 million, $94 million and $151 million for the years ended December 31, 2008, 2007 and 2006, 
respectively. See Note 9 -- FPL. Revenues from other (cost recovery clauses and pass-through costs also declined in 2007 
due to the absence in 2007 of the recovery of a portion of litigation costs that FPL had been recovering since 2002 through the 
capacity clause. See discussion below of depreciation and amortibation expense. Beginning in 2009, revenues from the 
nuclear cost recovery rule will be included in revenues from other cost recovery clauses and pass-through costs. 

The major components of FPL's fuel, purchased power arid interchange expense are as follows: , 

Years Ended December 31, 
2008 2007 2006 

(millions) 
--- 

Fuel and energy charges during the period 
Net collection of previously deferred retail fuel costs 
Net deferral of retail fuel costs 
Other, primarily capacity charges net of any capiacity deferral 
Total 

$ 6,289 $ 6,259 $ 5,662 
906 

(55) (56) 
515. 523- 548 

$ 6,749 $ 6,726 $ 7,116 
--- 

The increase in fuel and energy charges in 20108 reflects higher fuel and energy prices of approximately $224 million partly 
offset by approximately $194 million attributable to lowlsr energy sales. The increase in fuel and energy charges In 2007 
reflects higher fuel and energy prices of approxiimately $532 million and approximately $65 million attributable to higher energy 
sales. At December 31, 2008, approximately !I256 million of retail fuel oosts were deferred pending collection from retail 
customers in a subsequent period. The increase from December 31, 2007 to December 31, 2008 in deferred clause and 
franchise expenses and the decrease in deferred clause and franchise revenues (current and noncurrent, collectively) on FPL 
Group's and FPL's consolidated balance sheet:; totaled ;approximately $1 10 million and negatively affected FPL Group's and 
FPL's cash flows from operating activities for the! year encled December 31, :2008. 
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FPL's O&M expenses decreased $16 million in 2008 reflecting lower insurance, employee benefit and distribution costs of 
approximately $47 million, $11 million and $10 million, respectively. These decreases were partly offset by higher nuclear 
generation, fossil generation, transmission and customer service costs of approximately $21 million, $4 million, $3 million and 
$20 million, respectively, as well as a reserve for ongoing regulatory matters. The decline in insurance costs was primarily due 
to the termination by mutual agreement of an environmental insurance policy. The decline in employee benefit costs reflects a 
higher pension credit as well as lower benefits due to declining market conditions, partly offset by higher medical costs. The 
decline in distribution costs reflects cost reduction efforls and efficiencies as well as reduced work load due to the decline In 
customer growth partly offset by severance costs incurred in 2008. The increase in nuclear generation costs reflects plant 
improvement initiatives to ensure long-term reliiable operations. The fossil1 generation increase reflects costs associated with 
plant maintenance, while the transmission increase reflects additional irnprovement activities. The customer service cost 
increase is primarily due lo higher uncollectible accourlts. Other changes in O&M expenses were primarily driven by pass- 
through costs which did not significantly affect net income. Management expects O&M expenses in 2009 to exceed the 2008 
level primarily due to the absence of the envircinmental insurance policy termination as well as higher expected nuclear, fossil 
generation, transmission, customer service and employee benefit costs. 

FPL's O&M expenses increased $80 million in 2007 reflecting higher nuclear, fossil generation, distribution, customer service 
and employee benefits costs of approximately $23 million, $11 million, $11 million, $7 million and $17 million, ' 

respectively. The increase in nuclear costs reflects plan8t Improvement initiatives to ensure long-term reliable operations while 
the fossil generation increase reflects costs associateld with placing Turkey Point Unit No. 5 in service as well as costs 
associated with plant repair and a performance payment made to an owner of a jointly-owned plant. The distribution increase 
reflects higher storm preparation costs partly offset by lower new service aixount costs reflecting a decline in housing starts in 
FPL's territory. The customer service increase reflects .staffing increases related to customer growth and higher uncollectible 
accounts. Other changes in O&M expenses were primarily driven by pass;-through costs which did not significantly affect net 
income. 

Depreciation and amortization expense in 2008 incresised $23 million, reflecting higher depreciation on transmission and 
distribution facilities (collectively, approximately $20 million) and higher depreciation on fossil generation assets of $1 0 million, 
primarily Turkey Point Unit No. 5 which was placed in service in May 20017. In addition,, depreciation on nuclear assets was 
higher by approximately $4 million primarily dusr to the steam generator and reactor vessel head replacements at St. Lucie Unit 
No. 2, which were substantially completed by lalte 2007. The remaining change in 2008 depreciation and amortization expense 
is primarily due to the absence of amortization of software and other property that has been fully amortized. Depreciation and 
amortization expense in 2007 decreased $14 million. Depreciation and amortization expense in 2006 included approximately 
$45 million of amortization of litigation costs that FPL had been recovering through cost recovery clauses over a fiveyear 
period that began January 1, 2002 and ended December 31, 2006. Depreciation and amortization expense in 2007 reflects 
higher depreciation on transmission and distribution facilities (approximately $25 million) to support customer growth and 
demand and depreciation on Turkey Point Unit No. 5 (approximately $18 inillion). The remaining change in depreciation and 
amortization expense is primarily due to lower simortlzatlon of software that has been fully amortized. 

Taxes other than income taxes increased $41 million in 2008, primarily due to changes in franchise fees and revenue taxes, 
which are pass-through costs, and higher property taxes ($15 million), reflecting growth in plant in service balances. The 
increase In franchise fees was primarily driven by higher average franchise rates. Taxes other than income taxes decreased 
$13 million in 2007 primarily due to lower franchise fees and revenue taxes reflecting lower retail base and fuel and other cost 
recovery clause revenues,, which are discussed above under the operating revenue table. Taxes other than income taxes in 
2007 also reflect lower property taxes of approximately $2 million primarily due to a property tax reduction enacted by the 
Florida legislature partly offset by higher property taxes due to growth in plant in service balances. 

Interest expense for 2008 reflects higher average debt balances partly offset by a decline in average interest rates of 
approximately 34 basis points. Interest expense for 2007 increased primarily due to higher average debt balances. Interest 
expense on storm-recovery bonds, as well as certain other interest expense (collectively, clause interest), are essentially pass- 
through amounts and do not significantly affect net income, as the clause interest is recovered either under cost recovery 
clause mechanisms or through the storm-recovery bond surcharge. Clause interest for 2008, 2007 and 2006 amounted to 
approximately $44 million, $32 million and $101 million, respectively. For both 2008 and 2007, higher allowance for borrowed 
funds used during construction (see AFUDC - equity explanation below) partly offset the increase in interest expense. 

The increase in AFUDC -- equity for 2008 is primarily attributable to additional AFUDC - equity on three natural gas-fired 
combinedcycle units of approximately 1,220 mw each at FPL's West County Energy Center in western Palm Beach County, 
Florida, partly offset by the absence of AFUDC. - equity on Turkey Point Unit No. 5, which was placed in service in May 2007 
and the absence of AFUDC - equity on the stlearn generator and reactor vessel head replacement projects at St. Lucie Unit 
No. 2, which were substantially completed by late 2007. The increase in AFUDC in 2007 is primarily attributable to additional 
AFUDC - equity on two of the West County Energy Center units, the steam generator and reactor vessel head replacement 
projects at St. Lucie Unit No. 2 and nuclear spent fuel storage projects, partially offset by lower AFUDC on Turkey Point Unit 
No. 5. 

Interest income declined in both 2008 and 2007 reflecting the cessation of interest on FPL's unrecovered balance of the storm 
reserve deficiency, which balance was collected upon tPle issuance of the storm-recovery bonds in May 2007, partly offset by 
higher interest income earned on higher average cash balances. 
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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. The FERC has jurisdiction over 
potential changes that could affect competition in wholesale transactions, In 2008, operating revenues from wholesale and 
industrial customers combined represented less than 4?4 of FPL's total operating revenues. Various states, other than Florida, 
have enacted legislation or have state commissions that have issued orden designed to allow retail customers to choose their 
electricity supplier. Management believes it is unlikely there will be any state actions to restructure the retail electric industry in 
Florida in the near future. If the basis of regullation for some or all of FFIL'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 Critical Accounting Policies and 
Estimates - Regulatory Accounting. 

In 2007, the FPSC denied FPL's need petition1 for two ultra super critical lpulverized coal generating units in Glades County, 
Florida. In December 2008, the FPSC approved tho recovery of approximately $34 million of pre-construction costs 
associated with these units over a five-year period beginning January 2010. 

FPL is currently constructing three natural gas-fired combined-cycle units cif approximately 1,220 mw each at its West County 
Energy Center, which units are expected to be placed in service by the thilrd quarter of 2009, fourth quarter of 2009 and mid- 

' 201 i. In addition, FPL is in the process of adding approximately 400 mw of baseload capacity at its existing nuclear units at 
St. Lucie and Turkey Point, which additional capacity is projected to be placed in service by the end of 2012. In 2008, the 
FPSC approved FPL's plan to modernize its Cape Canaveral and Rivlera power plants to high-efficiency natural gas-fired 
hi ts.  Each modernized plant is expected to provide approximately 1,200 mw of capacity and be placed in service by 2013 
and 2014, respectively. Siting Board approval i.s pendinci and is expected in early 2010. 

In March 2008, the FPSC approved FPL's neeld petition for two additional nuclear units at its Turkey Point site with projected 
in-service dates between 2018 and 2020, which units are expected in the aggregate to add between 2,200 mw and 3,040 mw 
of baseload capacity. Additional approvals from other rlsgulatory agencies will be required later in the process. The FPSC's 
nuclear cost recovery rule provides for the recovery of prudently incurred pre-construction costs and carrying charges (equal to 
the pretax AFUDC rate) on construction costs for n13w nuclear capacity through levelized charges under the capacity 
clause. The same rule provides for the recovlery of construction costs, once the new capacity goes into service, through a 
base rate increase. In October 2008, the FPS'C approved FPL's first annual request under the nudear cost recovery rule for 
recovery of pre-construction costs associated with FPL's planned nuclear units and carrying charges on construction costs 
associated with the addition of approximately 4.00 mw of baseload capacity to FPL's existing nuclear units; substantially all of 
these costs are still subject to a prudence review by the FPSC. 

In 2008, the FPSC approved eligibility for recovery of prudently incurred costs for FPL's proposed solar generating facilities 
through the envlronmentali clause. The proposed solar generating facilities are expected to have a capacity totaling I 1  0 mw 
and to be placed into service by the end of 201 0. 

NexfEra Energy Resources - NextEra Energy IResources' net income for 2008,2007 and 2006 was $915 million, $540 million 
and $610 million, respectiyely, an increase in 2008 of $375 million and a decrease in 2007 of $70 million. The primary drivers, 
on an after-tax basis, of these changes were as follows: 

Increase (Decrease) 
Years Ended 

New investments ['I 
Existing assets (') 
Full energy and capacity requirements services and trading 
Restructuring activities and asset sales 
Indonesian project gain 
Interest expense, differential membership costs and other 
Change in unrealized mark-to-market non-qualifying hedge activity (b) 

Change in OTTl losses on securities held in nuclear decommissioning fund:;, net of OTTl reversals 
Net income increase (decrease) 

December 31, 
2008 2007 

(millions) 
-- 
$ 155 $ 

48 
6 
5 

(25) 
256 

( I )  Includes PTCs on wind projects but does not include allocation of interest expense or corpcirate general and administrative expenses. See Note 1 - income 
Taxes. Results from new projacta are Included in new investment!; during the first twelve months of operation. A project's results are included in existing 
assets beginning wkh the thirteenth month of operation. 

(b) For discussion of derivative Instruments. see Note 3 and Overview. 
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The increase in NextEra Energy Resources’ 20138 results; from new investments reflects the addition of over 3,200 mw of wind 
and nuclear generation during or after 2007. T,he increase in NextEra Energy Resources’ 2007 results from new investments 
reflects the addition of over 3,400 mw of wind and nuclear generation during or after 2006. 

In 2008, results from NextEra Energy Resources’ existing asset portfolio incireased primarily due to favorable market conditions 
in the NEPOOL, ERCOT and PJM regions and higher wind resource partially offset by the impact of planned and unplanned 
outages at the Seabrook nuclear facility and lower result:; from NextEra Energy Resources’ retail energy provider primarily due 
to unfavorable commodity margins. Results in 2008 in PJM benefited h r n  a new FERC-approved forward capacity market 
that began in June 2007. In 2007, NextEra iEnergy Flesources’ existing asset portfolio benefited from improved market 
conditions in the NEPOOL and ERCOT region!: and the absence of a refueling outage at the Seabrook nuclear facility. This 
was partially offset by lower wind resource, by the effect of the completion, in January 2007, of the amortization of deferred 
income under a power purchase agreement related to a combined-cycle plant in the NEPOOL region and by the reduction in 
the contracted capacity price at a combined-cycle planl in the PJM region. Results in the NEPOOL and PJM regions also 
benefited from new FERC-approved forward capacity markets that began in December 2006 and June 2007, respectively. 

NextEra Energy Resources’ 2008 and 2007 financial results benefited from increased gains from its full energy and capacity 
requirements services and trading activities. Full energy and capacity requirements services include load-following services, 
which require the supplier of energy to vary the quantity delivered based on the load demand needs of the customer, as well as 
various ancillary services. 

The increase in 2008 of restructuring activities and asset sales is primarily due to a gain on the sale of development rights on a 
natural gas project while the decrease In 2007 is primarily due to the absence of a $12 million after-tax gain recorded in 2006 
bn the sale of wind development rights. The decrease in the Indonesian project gain reflects the absence of a $63 million 
after-tax gain ($97 miltion pretax) recorded by NextEra Energy Resources in 2006 as the result of a court judgment. 

In both 2008 and 2007, Interest expense, differential membership costs and other reflects increased costs due to growth of the 
business partially offset, in 2008, by certain stab income tax benefits. 

In 2008 and 2006, NextEra Energy Resources recorded after-tax net unrealized mark-to-market gains on nonqualifying 
hedges of approximately $170 million and $!32 million, respectively. During 2007, NextEra Energy Resources recorded 
after-tax net unrealized mark-to-market losses of approximately $86 million. The change in unrealized mark-to-market activity 
for 2008 compared to 2007 is primarily attributable to decreased forward pciwer and natural gas prices, as well as the reversal 
of previously recognized unrealized mark-to-market losses as the underlying transactions were realized during 2008. The 
change in unrealized mark-to-market activity for 2007 mmpared to 2006 i.s primarily attributable to increased forward power 
and natural gas prices, as well as the reversal of previously recognized unrealized mark-to-market gains as the underlying 
transactions were realized during 2007. In 2008, 2007 and 2006, NextEra Energy Resources recorded $82 million, $6 million 
and $1 million, respectively, of after-tax OTTI losses on securities, held in NextEra Energy Resources’ nuclear 
decommissioning funds. In 2008, NextEra Energy Resources had approximately $6 million after-tax of O lT l  reversals; there 
were no such OTTI reversals in 2007 or 2006. 

Operating revenues for the year ended December 31, 2008 increased $1,096 million primarily due to gains of $232 million on 
unrealized mark-to-market non-qualifying hedge activity in 2008 compared to losses on such hedges of $342 million in 
2007. Excluding this mark-to-market activity, revenues benefited from prciject additions, favorable market conditions in the 
NEPOOL, ERCOT and PJM regions, and favorable wind and hydro resources partially offset by nuclear planned and 
unplanned outages. NextEra Energy Resources’ operating revenues for the year ended December 31, 2007 decreased $84 
million reflecting $342 million of unrealized mark-to-market losses from nim-qualifying hedges compared to $496 million of 
gains on such hedges in 2006. Excluding this mark-to-market activity, revenues benefited from project additions, favorable 
market conditions in the NEPOOL and ERCOT regions, .the absence of a refueling outage at the Seabrook nuclear facility and 
increased gains from its full energy and capacity requirements services, partially offset by unfavorable wind resource. 

NextEra Energy Resources’ operating expense:s for the year ended December 31,2008 increased $522 million, reflecting $53 
million of unrealized mark-to-market gains from non-qualifying hedges compared to $1 98 million of gains on such hedges in 
2007. Excluding these mark-to-market change:; which ai’e reflected in fuel, purchased power and interchange expense in FPL 
Group’s consolidated statements of income, operating expenses increased primarily due to project additions, higher fuel costs 
and higher corporate general and administrative expenses to support the girowth in the business. NextEra Energy Resources’ 
operating expenses for the year ended December 31, 2007 decreased $508 million, reflecting $198 million of unrealized mark- 
to-market gains from non-qualifying hedges compared to $318 million of losses on such hedges in 2006. Excluding these 
mark-to-market changes, operating expenses increased primarily due to project additions, higher fuel costs and higher 
corporate general and administrative expenses to support the growth in the business. 

Equity in earnings of equity method investees in 2008 increased $25 million due to improved market conditions in the PJM 
region. Equity in earnings of equity method investees decreased $1 13 million in 2007 primarily due to the absence of the $97 
million Indonesian project gain discussed above and due to the effect of the completion, in January 2007, of the amortization of 
deferred income under a power purchase agreement rehted to a combined-cycle plant in the NEPOOL region, partially offset 
by unrealized mark-to-market losses on non-qualifying hedges of $26 milliori in 2006. 

‘ 

e 
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NextEra Energy Resources' interest expense for the year ended December 31, 2008 decreased $1 million. Interest expense 
for 2007 increased $43 million reflecting higher average (debt balances to siupport growth in the business and higher average 
interest rates. Gains on disposal of assets - net in FFL Group's consolidated statements of income for 2008 reflect an 
approximately $10 million gain on the sale of development rights related to a natural gas project and $8 million of gains on 
sales of securities held in nuclear decommissioning funds and in 2006 reflect a $20 million gain for the sale of wind 
development rights. 

PTCs from NextEra Energy Resources' wind projects are reflected in NextEra Energy Resources' earnings. PTCs are 
recognized as wind energy is generated and sold based on a per kwh rate prescribed in applicable federal and state statutes, 
and amounted to approximately $262 million, $219 million1 and $167 million for the years ended December 31, 2008, 2007 and 
2006, respectively. 

In September 2007, NextEra Energy Resources completed the acquisition of Point Beach, a two-unit, 1,023 rnw nuclear power 
piant located in Wisconsin from Wisconsin Electric Power Company (We Energies). NextEra Energy Resources purchased the 
plant, including nuclear fuel, inventory and other items, for a total of approximately $933 million. All of the power from Point Beach 
is being sold under a long-term power purchase tnntract to We Energies throiugh the current NRC license terms of 2030 for Unit 
No. 1 and 2033 for Unit No. 2. -NexEra Energy Resources is responsible for management and operation of the plant, as well as 
for the ultimate decommissioning of the facility, and received $390 million of decommissioning funds at closing. 

NextEra Energy Resources expects its future portfolio capacity growth to corne primarily from wind and solar development and 
from asset acquisitions. NextEra Energy Resources plans to add a total of 7,000 mw to 9,000 mw of new wind generation over 
the 2008 to 2012 period, of which approximately 1,300 mw were added in ,2008. NextEra Energy Resources expects to add 
Approximately 1,100 mw in 2009. of which appir)ximately 480 mw are either under construction or have obtained applicable 
internal approvals for construction. In addition, NextErsi Energy Resources intends to pursue opportunities for new solar 
generating facilities. The wind and solar expansions are subject to, among other things, continued public policy support, which 
includes, but is not limited to, support for the coinstructiori and availability of sufficient transmission facilities and capacity, and 
access to reasonable capital and credit markets. 

In July 2008, the PUCT approved a $4.92 billion transmission grid improvernent program that would add approximately 2,300 
miles of 345 kv lines to deliver wind power from the CREZ in west Texas and the Texas Panhandle to the DaliaslFort Worth 
area and other population centers in Texas. In January 2009, Lone Star 'Transmission, LLC, a wholly-owned subsidiary of 
NextEra Energy Resources, was allocated $565 million in projects by the PllCT under the CREZ program. The January 2009 
determination is subject to, among other things, reconsideration, appeal and receipt of all applicable regulatory approvals. 

Competitive wholesale markets in the United Stqtes continue to evolve and vary by geographic region. Revenues from 
electricity sales in these markets 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 opemte generating assets efficiently and reliably, the 
price and supply of fuel, transmission constraint!% wind, solar and hydro resources (weather conditions), competition from new 
sources of generation, effective risk management, demand growth and exposure to legal and regulatory changes. 

Expanded competition in a frequently changing regulatory environment presents both opportunities and risks for NextEra 
Energy Resources. Opportunities exist for the selective acquisition of generation assets and for the construction and operation 
of efficient plants that can sell power in competitive markets. NextEra Eneigy Resources seeks to reduce its market risk by 
having a diversified poftfolio by fuel type and location, as well as by contracting for the future sale of a significant amount of the 
electricity output of its plants. The combination of new wind projects, expected increase in contribution from existing merchant 
assets and asset acquisitions are expected to be the key drivers supporting NextEra Energy Resources' growth over the next 
few years. 

NextEra Energy Resources' earnings are subjeci to variatlility due to, among other things, operational performance, commodity 
price exposure, counterparty performance, weather condiiions and project restructuring activities. NextEra Energy Resources' 
exposure to commodity price risk is reduced by the degiree of contract coverage obtained for 2009 and 2010. Therefore, if 
NextEra Energy Resources' plants do not perfcirm as expected, NextEra Einergy Resources could be required to purchase 
power at potentially higher market prices to meet its contractual Obligations. 

NextEra Energy Resources' results are affected by fluctuations in weather. In addition to the effect of temperature, which is 
reflected in commodity prices and demand, changes in weather affect procluction levels of the wind portfolio as well as the 
hydro units in Maine and the solar units in California. In managing its exposure to commodity prices, NextEra Energy 
Resources is dependent upon its counterparties to perform under their contractual obligations. NextEra Energy Resources 
actively manages the trade-off between market risk and credit nsk, as well as exposure with individual counterparties as a 
function of their creditworthiness. Substantially ail of NextEra Energy Resources' 2009 contracted revenues are with 
investment grade counterparties. 
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Corporate and Other - Corporate and Other is primarily comprised of interest expense, the operating results of FPL FiberNet 
and other business activities as well as corpcirate inteiast income and expenses. Corporate and Other allocates interest 
expense to NextEra Energy Resources based on a deerned capital structure at NextEra Energy Resources of 50% debt for 
operating projects and 100% debt for projects under construction. For th13se purposes, the deferred credit associated with 
differential membership interests sold by a NextEra Energy Resources subsidiary in December 2007 is included with 
debt. Each subsidiary's income taxes are calculated based on the "separate! retum method," except that tax benefits that could 
not be used on a separate return basis, but are  used on the consolidated tax retum, are recorded by the subsidiary that 
generated the tax benefits. Any remaining consolidateci income tax benefits or detriments are recorded at Corporate and 
Other. The major components of Corporate and Other's results, on an after-tax basis, are as follows: 

Years Ended December 31, 
2008 2007 2006 

(millions) 
--- 

Interest expense, net of allocations 
Interest income 
FPL FiberNet impairment charges 
Merger costs 
Federal and state tax benefits 
Other 
Net loss 

The increase in interest expense in 2008 reflects additicinal debt outstanding partly offset by lower average interest rates of 
approximately 91 basis points. Interest expense decreased in 2007 primarily due to lower average debt balances. Interest 
income in 2008 reflects lower interest rates on temporaiy investments offset by additional earnings on energy-related loans 
made to third parties by FPL Group Capital subsidiaries. In the latter half of 2008, temporary investments were accumulated in 
response to volatility and disruption in the credit and capital markets while in 2007 temporary investments had been 
accumulated to purchase Point Beach. Intereslt income in 2007 reflects earnings on temporary investments accumulated to 
purchase Point Beach as well as interest recorlded on unrecognized tax benefits in accordance with FIN 48, "Accounting for 
Uncertainty in Income Taxes - an interpretation of FASB Statement No. 1109." For discussion of FPL FiberNet's impairment 
charges, see Note 5 - Corporate and Other. l h e  2006 merger costs represent costs associated with the proposed merger 
between FPL Group and Constellation Energy, which was terminated in October 2006. The federal and state tax benefits are 
primarily due to NextEra Energy Resources' growth throughout the United States and other consolidating income tax 
adjustments. Other includes all other corporate income and expenses, as well as other business activities. 

Liquidity and Capital Resources 

FPL Group and its subsidiaries, including FPL, require funds to support anci grow their businesses. These funds are used for 
working capital, capital expenditures, investmenits in or acquisitions of assets and businesses, to pay maturing debt obligations 
and, from time to time, to redeem or repurchase outstanding debt or equity securities. It is anticipated that these requirements 
will be satisfied through a combination of internally generated funds, borrowings, and the issuance, from time to time, of debt 
and equity securities, consistent with FPL Group's and FPL's objective of maintaining, on a long-term basis, a capital structure 
that will support a strong investment grade credit rating. FPL Group, FPL and FPL Group Capital access the credit and capital 
markets as significant sources of liquidity for capital requirements not satisfied by operating cash flows. The inability of FPL 
Group, FPL and FPL Group Capital to maintain 'their current credit ratings could affect their ability to raise short- and long-term 
capital, their cost of capital and the execution of their respective financing strategies, and could require the posting of 
additional collateral under certain agreements. 

,The global and domestic credit and capital markets have been experiencing unprecedented levels of volatility and 
disruption. This has significantly affected the cost and available sources of liquidity in the financial markets. FPL and FPL 
Group Capital have continued to have access to commercial paper and short- and long-term credit and capital markets. If 
capital and credit market conditions change, this could alter spending plans at FPL and NextEra Energy Resources. 

. 
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Availeble Liquidity - At December 31, 2008, FPL Group's total net available liquidity was approximately $4.6 billion, of which 
FPL's portion was approximately $1.6 billion. The components of each company's net available liquidity at December 31, 2008 
were as follows: 

Bank revolving lines of credit (') 
Less letters of credit 

FPL .- 

16 2.500 

1,955 
. (545) 
.- 

Revolving term loan facility 250 

250 

Subtotal 2,205 

Less borrowings -- 
.- 

Cash and cash equivalents 120 
Less wmrnercial paper and short-term notes payable . (773) 

Net available liquidity !6 1,552 .- 

FPL. 
Gro~ip 
Capital 

(millions) 

$ 4,000 
(:316) 

3,rja4 -- 
-- 

Maturity Date 
FPL 

Group 
Consoii- FPL Group 
dated FPL Capital 

I bl $ 6,500 

5,639 
(861) 

250 201 1 

250 

5,889 

535 
(1,865) 

5 4,559 - 
(a) Provide for the issuance of letten of credit up to $6.5 billion ($2.5 bliilon for FPL) and are available to support FPL's and FPL Group Capital's 

commercial paper programs and short-term borrowings; and to provide additional liquidity in the event of a loss to the companies' or their subsidiaries' 
operating facilities (including, In the case of FPL, a transmission a id  distribution property loss), as well as for general corporate purposes. FPL's bank 
revolving lines of credit are also available to support the purchase of $633 million of pollution control. solid waste disposal and lndustrlai development 
revenue bonds (tax exempt bonds) in the event they art; tendered by individual bond hddars and not remarketed prior to maturity. FPCs and FPL Group 
Capital's bank revolving lines of credit include commitments of approximately $27 million and $83 million, respactivt)ly. from Lehrnan Brothers Bank, FSB 
(Lehmen). in September 2008, Lehman's parent, Lehrrlan Brothers Holdings Inc., filed for protection under Chapter 11 of the US.  Bankruptcy Code. As 
of late January 2009, Lehman must receive a notico of non-objection from the Office of Thrlft Supervision before funding any cornmarcial loan 
commitment, including this commitment. 

(b) $17 million of FPL's and $40 mlilion of FPL Gmup Cap'bl's bank remiving lines of credit expire in 2012. The remaining portlon of bank revdvlng lines of 
credk for FPL and FPL Gmup Capital expire in 2013. 

At February 26, 2009, 38 banks participate in FPL's and FPL Group Capital's credit facilities, with no one bank providing more 
than 8% of the total in either credit facility. In (order for FPL Group Capital to borrow under the terms of its credit facility, FPL 
Group (which guarantees the payment of FPL Group Capital's credit facility pursuant to a 1998 guarantee agreement) is 
required to maintain a ratio of funded debt to iota1 capitalization that does not exceed a stated ratio. The FPL Group Capital 
credit facility also contains default and related acceleration provisions relating to, among other things, failure of FPL Group to 
maintain a ratio of funded debt to total capitalization at c r  below the specified ratio. Similarly, in order for FPL to borrow under 
the terms of its credit facility and revolving term loan facility, FPL is required to maintain a ratio of funded debt to total 
capitalization that does not exceed a stated ratio. The FPL credit facility ,and revolving term loan facility also contain default 
and related acceleration provislons relating to, among other things, failure of FPL to maintain a ratio of funded debt to total 
capitalization at or below the specified ratio. At December 31, 2008, each of FPL Group and FPL was in compliance with its 
respective required ratio. 

In addition, at December 31, 2008, FPL had the capacity to absorb up to approximately $188 million in future prudently 
incurred storm restoration costs without seeking recoveiy through a rate adjustment from the FPSC. Also, an indirect wholly- 
owned subsidiary of NextEra Energy Resources has established a $100 million letter of credit facility which expires in 2017 and 
serves as security for certain obligations under commodity hedge agreements entered into by the subsidiary. 

In January 2009, FPL Group entered into an agreemerit under which FPL. Group may offer and sell, from time to time, FPL 
Group common stock having a gross sales price of up to $400 million. Hs of February26, 2009, FPL Group had received 
proceeds of approximately $40 million through the issuance of common stock under this agreement consisting of 760,000 
shares at an average price of $52.10 per share. 

Shelf Registration - In September 2006, FPL Group, FPL Group Capital, FPL and certain affiliated trusts filed a shelf 
registration statement with the SEC for an unspecified amount of securities. The amount of securities issuable by the 
companies is established from time to time by 1:heir respective board of directors. As of February 26, 2009, securities that may 
be issued under the registration Statement, as subsequently amended, which became effective upon filing, include, depending 
on the registrant, senior debt securities, subordinated debt securities, first mortgage bonds, preferred trust securities, common 
stock, stock purchase contracts, stock purchasle units, preferred stock and (guarantees related to certain of those securities. At 
February26, 2009, FPL Group and FPL Grciup Capital had $3.5 biiliori (issuable by either or both of them up to such 
aggregate amount) of board-authorized available capacity, and FPL had $900 million of board-authorized available capacity. 
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Credit Ratings - At February 26,2009, Moody's lnvestois Service, Inc. (Moody's), Standard & Poor's Ratings Services (S&P) 
and Fitch Ratings (Fitch) had assigned the follottving credit ratings to FPL Gioup, FPL and FPL Group Capital: 

FPL Group: 
Corporate credit rating 

Fitch I* - Moody's I*) S&P (* 

A2 A A 

FPL: 
Corporate credit rating A1 A A 
First mortgage bonds Aa3 A AA- 
Pollution control, solid waste disposal and industrial development revenue 

bonds Aa3NMIG-1 A A+ 
Commercial paper P- 1 A-1 F1 

FPL Group Capital: 
Corporate credit rating 
Debentures 
Junior subordinated debentures 
Commercial paper 

A2 A A .  
A2 A- A 
A3 BBB+ 
P- 1 A-1 F1 

A- , 

(a) A security rating is not e recommendation to buy, sell or hold securltle!~ and should be evaluated Independently of any other ratlng. The rating Is subJect to revklon 
or withdrawal at any tlrne by the esslgning ratlng organization. 

(bl The outlook Indicated by each of Moody's, S&P and F k h  lis stable. 

FPL Group and its subsidiaries, including FPL., have no credit rating downgrade triggers that would accelerate the maturity 
dates of outstanding debt. A change in ratings; is not a17 event of default IJnder applicable debt instruments, and while there 
are conditions to drawing on the credit facilities maintained by FPL and IFPL Group Capital, the maintenance of a specific 
minimum credit rating is not a condition to drawing upon those credit facilities. Commitment fees and interest rates on loans 
under the credit facilities' agreements are tied to credit ratings. A ratings (downgrade also could reduce the accessibility and 
increase the cost of commercial paper and other short-term debt issuances and additional or replacement credit facilities, and 
could result in the requirement that FPL Group subsidiaries, including FPL, post collateral under certain agreements, including 
those related to fuel procurement, power sales and purchases, nuclear decommissioning funding, debt-related reserves and 
trading activities. FPL's and FPL Group Capital's barlk revolving lines 'of credit are available to support these potential 
requirements. See Available Liquidity above. 

Cash Flow - The changes in cash and cash equivalents are summarized asl follows: 

FPL Group FPL 

Net cash provided by operating activities $ 3.403 $ 3,593 $ 2,498 $ 2,180 $ 2,163 $ 1.668 
Net cash used in Investing activities (5,808) (4.578) 13.807) (2.427) (2.214) (1.933) 

'2,650' ' 655. '1,399. . 304. . 50. . 273. - Net cash provided by financing activities -- 
$ 57 $ (1) $ 8 - Net increase (decrease) in cash and cash equivalents $ 245 $0 

FPL Group's cash and cash equivalents increased for the year ended Clecernber 31, 2008, reflecting cash generated by 
operating activities and net issuances of both long- ;and short-term debt. These inflows were partially offset by capital 
investments by FPL and NextEra Energy ResOlJrCeS, the payment of common stock dividends to FPL Group shareholders and 
the funding of a $500 million loan. 

FPL Group's cash flows from operating activities for the year ended December 31,2008 reflect cash generated by net income, 
the receipt of distributions from equity method investem, the underrecovery by FPL of cost recovery clause costs and an 
increase in fuel inventory at NextEra Energy Resources. 

FPL Group's cash flows from investing activities for the year ended December 31, 2008 reflect capital investments, including 
nuclear fuel purchases, of approximately $2.4 billion by FPL to expand and enhance its electric system and generating facilities 
to continue to provide reliable service to meet the power needs of present and future customers and investments in 
independent power projects of approximately Q2.8 billian, and the funding of a $500 million loan by an FPL Group Capital 
subsidiary to a third patty for an energy-related project. FPL Group's cash flows from investing activities also include amounts 
related to the purchase and sale of restricted securities held in the special use funds, including the reinvestment of fund 
earnings and new contrib.uti0n.s by NextEra Energy Resources, as well as other investment activity, primarily at FPL Group 
Capital. 
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During the year ended December 31, 2008, FPL Group generated proceeds from financing activities, net of related issuance 
costs, of approximately $4.7 billion, including a net increase in short-term debt of $848 million (comprised of $917 million 
increase at FPL Group Capital and $69 million decrease at FPL) and the following long-term debt issuances and borrowings: 

Date Issued 

January 2008 
March 2008 
June 2008 
June 2008 
June 2008 

July 2008 

September 2008 
December 2008 
December 2008 
December 2008 
December 2008 

December 2008 

Company 

FPL 
FPL Group Capital 
FPL Group Capital. 
FPL Group Capital 
NextEra Energy 

NextEra Energy 

FPL Group Capital 
FPL Group Capital 
FPL Group Capital 
FPL Group Capital 
NextEra Energy 

NextEra Energy 

Resources subsidiary 

Resources subsidiary 

Resources subsidiary 

Resources subsidlaly 

Debt Issued -- 
First mortgsige bonds 
Term loans 
Debentures 
Debentures 
Canadian dollar denominated term loan 

Limited-recourse senior secured notes 

Term loans 
Debentures 
Japanese yen denominated t e n  loan 
Term loan 
Limited-recourse senior secured notes 

Limited-recourse senior secured notes 

Interest 
Rate@) 

5.95?'0 
variable 
5.35% 

variable 
variable 

7.59% 

variable 
7 718% 
variable 
variable 
7.5% 

variable 

Principal 
Amount 
(millions) 

$ 600 
500 
250 
250 
153 

525 

320 
500 
141 
50 

202 

373 

$ 3,864 

Maturity 
Date(s) 

2038 
2009 - 201 1 
2013 
201 1 
201 1 

2018'" 

201 1 
2015 
201 1 
2011 , 

2013 

2016 (" 

la) Partially amortizlng with a balloon payment at maturity. 

During the year ended December 31, 2008, FPL Group paid approximately $2.1 billion in connection with financing activities, 
including $506 million for FPL Group Capital debt maturities, $327 million for a NextEra Energy Resources subsidiary 
construction term loan maturity, $200 million ifor maturing FPL first mortgage bonds, $284 million principal repayments on 
NextEra Energy Resources subsidiary debt, $4 1 million principal repayment on FPL subsidiary stomrecovery bonds and $714 
million for the payment of common stock dividlends to FPL Group sharehlolders. In January 2009, an indirect wholly-owned 
subsidiary of NextEra Energy Resources borrowed Canadian $94.6 million (US $75.4 million) under a limited-recourse senior 
secured variable rate term loan agreement maturing in 2023 and entered into an interest rate swap agreement to pay a fixed 
rate of 2.5775%, plus applicable margin, to limit cash flow exposure. The proceeds from the loan were used to repay a portion 
of the amount borrowed in June 2008 under the Canadian dollar denominated term loan Included in the table above. Also, in 
January 2009, another indirect wholly-owned subsidiary of NextEra Energy Resources entered into an interest rate swap 
agreement to pay a fixed rate of 2.68%, plus applicable margin, until 2016 on its $373 million variable rate limited-recourse 
senior secured note that Is partially amortizing with a balloon payment (due in 2016. This same wholly-owned subsidiary 
entered into a second interest rate swap agreement to piay a fixed rate of 3.725%, plus applicable margin, beginning in 2016 to 
limit the cash flow exposure of refinancing the balloon payment of approximately $124 million due on this note in 
2016. Additionally, in January 2009, FPL Group Capital borrowed $72 million under a variable rate term loan agreement 
maturing in 201 1. 

FPL Group's cash and cash equivalents decreased for the year ended December 31, 2007, reflecting capital investments by 
FPL and NextEra Energy Resources, the payrrient of common stock dividends to FPL Group shareholders and an increase in 
customer receivables. These outflows were p;artially oflset by cash generated by operating activities, net issuances of both 
long- and short-term debt, the sale of independent power investments, the iretum of margin cash collateral from counterparties 
and a distribution relating to an Indonesian project. 

FPL Group's cash flows for the year ended December 311,2006 benefited from net issuances of debt, the issuance of common 
stock and the recovery from customers of previously inClJrred fuel and storm costs at FPL, which were offset by an increase in 
FPL's customer receivables and the return of rrlargin cash collateral to counterparties and payment of margin cash collateral to 
counterparties. The funds generated were usisd to pay for capital expenditures at FPL, additional investments at NextEra 
Energy Resources, common stock dividends, storm-related costs at FPL and to carry an increase in fossil fuel Inventory. 

' 
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Contractual Obligations and Planned Capital Expenditures - FPL Group's arid FPL's commitments at December 31, 2008 were 
as follows: 

Long-term debt, including interest: 
FPL 
NextEra Energy Resources 
Corporate and Other 

FPL lo) 

NextEra Energy Resources Id) 

FPL 
NextEra Energy Resources 

NextEra Energy Resources lh) 

Purchase obligations: 

Asset retirement activities: ('1 

Other Commitments: 

Total 

2009 2010 20111 2012 2013 Thereafter Total -- - -- - - 
(millions) 

$ 542 $ 311 $ 312 $ 314 $ 705 $ 9,354"' $ 11,538 
544 549 656 548 582 3,397 6,276 

1,195 533 1,874 187 430 9,343 13,562 

6,270 
1,760 

1 

5,425 4,120 3,360 
120 75 75 

2 

2,920 
60 

7,545 29,640 
665 2,755 

11,610 11,610 
7,247 7,250 

69 260 329 ' ------- -- 
$ 10,312 $ 6,938 $ 7,037 $ 4,486 $ 4,766 $49,421 $ 82,960 ------ - 

(*) includes principal, interest and Interest rate swaps. Varlalble rate interest was computed using December 31, 2008 rates. 
(b) Includes $633 million of tax exempt bonds that permit iridlvldual boiid holden to tender the bonds for purchase at any time prior to maturity. in the event 

bonds are tendered for purchase. they would be remarkcted by a designated remarketing agent in accordance with the related Indenture. If the remarketing 
Is unsuccessful, FPL would be required to purchase the tax exempt bonds. As of December :31,2008, ail tax exempt bonds tendered for purchase have been 
successfully ramarketed. FPL8 bank revolving lines of credk are available to support the purchase of tax exempt bonds. 

(e) Represents required tapaclty and minimum payments under long-term purchased power and fuel contracts, the majority of which are recoverable through 
various cost recovery clauses (see Note 15 - Contracts), and projectl3d capital expenditures through 2013. See Note 15 - Commitments. 

(d) Represents firm commitments primarlly in connection wllh the purchase of wind turbines and towers, natural gas tnnsportatlon, purchase and storage. firm 
transmission serfice, nuclear fuel and a portion of its projected capital expenditures. See NoIe 15 - Commitments and Contracts. 

(0) Represents expected cash payments adjusted for inflatlon for estimaied costs to perform asset retirement activities. 
10 At December 31,2008. FPL had approxlmately $2,035 rriilllon In restricted trust funds for the payment of future expenditures to decommission FPL's nuclear 

units, which are included In FPL Group's and FPL's special use funds. 
(B) At December 31, 2008, NextEra Energy Reswrces' 88.213% portion of Seabrook's and 70% portion of Duane Arnold's end its Point Beach's restricted trust 

funds for the payment of future expenditures to decomrrilsslon Its niiclear units totaled approximately $789 milllon and are Included in FPL Group's special 
use funds. 

(h) Represents estlmated cash distributions related to certain membership Interests. See Nota 11 -Sale of Differential Membership Interests. 

Guarantees and Letters of Credit - FPL Group and FPL obtain letters of credit and issue guarantees to facilitate commercial 
transactions with third parties and financings. At December 31, 2008, FPL Group had standby letters of credit of approximately 
$1.2 billion ($557 million for FPL) and approximately $8.6 billion notional amount of guarantees ($648 million for FPL), of which 
approximately $6.6 billion ($567 million for FPL) have expirations within the next five years. An aggregate of approximately 
$861 million of the standby letters of credit at December 31, 2008 were issued under FPL's and FPL Group Capital's credit 
facilities. See Available Liquidity above. Letters of credit and guarantees si~pport the buying and selling of wholesale energy 
commodities, debt and related reserves, nuclear activities, capital expenditures for wind development, the commercial paper 
program of FPL's consolidated VIE from which it leases nuclear fuel and other contractual agreements. Each of FPL Group 
and FPL believe it is unlikely that it would incur any liabilities associated with these letters of credit and guarantees. At 
December 31, 2008, FPL Group and FPL did not have any liabilities recorded for these letters of credit and guarantees. In 
addition, FPL Group has guaranteed certain payment obligations of FPL Grc~up Capital, including most of its debt and all of its 
debentures and commercial paper issuances, as well as most of its payment guarantees, and FPL Group Capital has 
guaranteed certain debt and other obligations of NlextEra Energy Resources and its subsidiaries. See Note 15 - 
Commitments. 

Certain subsidiaries of NedEra Energy Resources have contracts that require certain projects to meet annual minimum 
generation amounts. Failure to meet the annual rninimuni generation amounts would result in the NextEra Energy Resources 
subsidiary becoming liable for liquidated dama,ges. Based on past perfonnance of these and similar projects and current 
forward prices, management believes that it is unlikely to experience a material exposure as a result of these liquidated 
damages. 

Covenants - FPL Group's charter does not limit the diviclends that may be paid on its common stock. As a practical matter, 
the ability of FPL Group to pay dividends on its Imrnmon stock is dependent upon, among other things, dividends paid to it by 
its subsidiaries. During the first quarter of 2008, FPL Group increased its quarterly dividend on its common stock from $0.41 to 
$0.445 per share. In February 2009, FPL Group announced that it would increase its quarterly dividend on its common stock 
from $0.445 to $0.4725 per share. FPL pays dividends 1.0 FPL Group in a manner consistent with FPL's long-term targeted 
capital structure. The mortgage securing FPL'!; first mortgage bonds contains provisions which, under certain conditions, 
restrict the payment of dividends to FPL Group and the issuance of additional first mortgage bonds. In light of FPL's current 
financial condition and level of earnings, managlament does not expect that planned financing activities or dividends would be 
affected by these limitations. 
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Under the mortgage, in some cases. the amourit of retaiiied earnings that FPL can use to pay cash dividends on its common 
stock is restricted. The restricted amount may change based on factors set out in the mortgage. Other than this restriction on 
the payment of common stock dividends, the mortgage does not restrict FF'L's use of retained earnings. As of December 31, 
2008, no retained earnings were restricted by these provisions of the mortgage. 

FPL may issue first mortgage bonds under its mortgage subject to its meeting an adjusted net earnings test set forth in the 
mortgage, which generally requires adjusted net earnings to be at least twiice the annual interest requirements on, or at least 
10% of the aggregate principal amount of, FPL's first mortgage bonds including those to be issued and any other non-junior 
FPL indebtedness. As of December 31, 2008, coverage for the 12 months ended December 31, 2008 would have been 
approximately 6.4 times the annual interest requirements and approximately 3.7 times the aggregate principal 
requirements. New first mortgage bonds are also limited to an amount equal to the sum of 60% of unfunded property additions 
after adjustments to offset property retirements;, the amount of retired first mortgage bonds or qualified lien bonds and the 
amount of cash on deposit with the mortgage trustee. As of December 31, 2008, FPL could have issued in excess of $6.5 
billion of additional first mortgage bonds based on the unfunded property additions and in excess of $5.5 billion based on 
retired first mortgage bonds. As of December 3'1,2008, no cash was deposited with the mortgage trustee for these purposes. 

In September 2006, FPL Group and FPL Group Capital executed a Replacement Capital Covenant (September 2006 RCC) in ' 

connection with FPL Group Capital's offering of $350 rnillion principal amount of Series A Enhanced Junior Subordinated 
Debentures due 2066 and $350 million princip(a1 amount of Series B Enhanced Junior Subordinated Debentures due 2066 
(collectively, Series A and Series B junior subordinated debentures). The September 2006 RCC is for the benefit of persons 
that buy, hold or sell a specified series of long-term indebtedness (covered debt) of FPL Group Capital (other than the Series A 
and Series B junior subordinated debentures) or, in caertain cases, of FPL Group. FPL Group Capital Trust 1's 5 7/8% 
preferred Trust Securities have been initially designated as the covered debt under the September 2006 RCC. The 
September 2006 RCC provides that FPL Group Capital may redeem, and FPL Group or FPL Group Capital may purchase, any 
Series A and Series B junior subordinated debentures on1 or before October 1, 2036, only to the extent that the redemption or 
purchase price does not exceed a specified amount of proceeds from the sale of qualifying securities, subject to certain 
limitations described in the September 2006 RCC. Qualifying securities are securities that have equity-like characteristics that 
are the same as, or more equity-like than, the Series A and Series B junior subordinated debentures at the time of redemption 
or purchase, which are sold within 180 days prior to the date of the redemption or repurchase of the Series A and Series B 
junior subordinated debentures. 

In June 2007, FPL Group and FPL Group Capital executlad a Replacement Capital Covenant (June 2007 RCC) in connection 
with FPL Group Capital's offering of $400 million principol amount of its Series C Junior Subordinated Debentures due 2067 
(Series C junior subordinated debentures). The June 2007 RCC is for the benefit of persons that buy, hold or sell a specified 
series of covered debt of FPL Group Capital (other than the Series C junior subordinated debentures) or, in certain cases, of 
FPL Group. FPL Group Capital Trust 1's 5 718% Preferred Trust Securities have been initially designated as the covered debt 
under the June 2007 RCC. The June 2007 FlCC provides that FPL Group Capital may redeem or purchase, or satisfy, 
discharge or defease (collectively, defease), and FPL Gnoup and any majority-owned subsidiary of FPL Group or FPL Group 
Capital may purchase, any Series C junior subordinated debentures on or before June 15, 2037, only to the extent that the 
principal amount defeased or the applicable redemption or purchase price does not exceed a specified amount raised from the 
issuance, during the 180 days prior to the date lof that redemption, purchase or defeasance, of qualifying securities that have 
equity-like characteristics that are the same as, or more equity-like than, the applicable characteristics of the Series C junior 
subordinated debentures at the time of redemption, purchase or defeasance, subject to certain limitations described in the 
June 2007 RCC. 

In September 2007, FPL Group and FPL Group Capital executed a Replacement Capital Covenant (September 2007 RCC) in 
connection with FPL Group Capital's offering of $250 million principal amount of its Series D Junior Subordinated Debentures 
due 2067 and $350 million principal amount of Series E Junior Subordinated Debentures due 2067 (collectively, Series D and 
Series E junior subordinated debentures). The September 2007 RCC is for the benefit of persons that buy, hold or sell a 
specified series of covered debt of FPL Group hp i ta l  (other than the Series D and Series E junior subordinated debentures) 
or, in certain cases, of FPL Group. FPL Group Capital Trust 1's 5 7/8% Preferred Trust Securities have been initially designated 
as the covered debt under the September 2007 RCC. The September 2007 RCC provides that FPL Group Capital may 
redeem, purchase, or defease, and FPL Group and any majority-owned subsidiary of FPL Group or FPL Group Capital may 
purchase, any Series D and Series E junior sublordinated debentures on or before September 1, 2037, only to the extent that 
the principal amount defeased or the applicable redemption or purchase price does not exceed a specified amount raised from 
the issuance, during the 180 days prior to the date of that redemption, purchase or defeasance, of qualifying securities that 
have equity-like characteristics that are the same as, or more equity-like than, the applicable characteristics of the Series D 
and Series E junior subordinated debentures at the time of redemption, purchase or defeasance, subject to certain limitations 
described in the September 2007 RCC. 

. 
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New Accounting Rules and interpretations 

Determining Whether Instruments Granted in Share-Based Payment Transactions Are Participating Securities - In June 2008, 
the FASB issued FASB Staff Position (FSP) Emerging Issues Task Force (EITF) No. 03-6-1, "Determining Whether 
Instruments Granted in Share-Based Payment Transactions Are Participating Securities." See Note 12 - Earnings Per Share. 

Accounting for Business Combinations - In [kcember 2007, the FASB issued FAS 141(R), "Business Combinations." This 
statement retains the fundamental requirements in FAS 141 that the acquisition method of accounting (which FAS 141 called the 
purchase method) be used for all business combinations and for an acquirer to be identified for each business combination. This 
statement also establishes principles and requirements for how the acquirer (il) recognizes and measures in its financial statements 
the identifiable assets acquired, the liabilities assumed, and any noncontrolling interest in the acquiree, (ii) recognizes and 
measures the goodwill acquired in the business combination or a gain from i3 bargain purchase and (iii) discloses the nature and 
financial effects of the business combination; anld requires restructuring and acquisition-related costs to be expensed. FPL Group . 
and FPL are required to adopt FAS 141 (R) for business combinations for which the acquisition date is on or after January 1, 2009. 

Accounting for Noncontrollng Merests - In December 2007, the FASB issued FAS 160, "Noncontrolling Interests in Consolidated , 
Financial Statements, an amendment of ARB No. 51," to establish accounting and reporting standards for the noncontrolling 
(minority) interest in a subsidiary and for the deconsolidaticm of a subsidiary. The standard clarifies that a noncontrolling interest in 
a Subsidiary is an ownership Interest in the coinsolidatecl entity that should be reported as equity in the consolidated financial 
statements and establishes a single method of accounting for changes in a parent's ownership interest in a subsidiary that do not 
result in deconsolidation. FAS 160 requires retroactive adoption of the presentation and disclosure requirements for existing 
[ninority interests, All other requirements of FAS 160 will be applied prospectively. The adoption of FAS 160 on January 1, 
2009 did not have a material effect on FPL Groi~p's or FF'L's financial statements. 

Critical Accounting Policies and Estimates 

FPL Group's and FPL's significant accounting policies are described in Note 1 to the consolidated financial statements, which 
were prepared in accordance with accounting principles generally accepted in the United States. Critical accounting policies 
are those that FPL Group and FPL believe are both most important to the portrayal of their financial condition and results of 
operations, and require complex, subjective judgments, often as a result of the need to make estimates and assumptions 
about the effect of matters that are inherently uncertain. Judgments and uncertainties affecting the application of those 
policies may result in materially different amounts being reported under different conditions or using different assumptions. 

FPL Group and FPL consider the following policies to k! the most critical iin understanding the judgments that are involved in 
preparing their consolidated financial statements: 

Accounting for Derivatives and hedging Activities - FPL Group and FPL use derivative instruments (primarily swaps, options 
and forwards) to manage the commodity price yisk inherent in the purchase and sale of fuel and electricity, as well as interest 
rate and foreign currency exchange rate risk associated with long-term debt. In addition, FPL Group, through NextEra Energy 
Resources, uses derivatives to optimize the value of power generation assets. NextEra Energy Resources provides full energy 
and capacity requirements services primarily to distribution utilities, which include load-following services and various ancillary 
services, in certain markets and engages in energy trading activities to take advantage of expected future favorable price 
movements. Accounting pronouncements, which require the use of fair value accounting If certain conditions are met, apply 
not only to traditional financial derivative instrurnients, but to any contract having the accounting characteristics of a derivative. 

Derivative instruments, when required to be rrtarked to market under FAS 133, as amended, are recorded on the balance 
sheet at fair value. Fair values for some of the longer-term contracts where liquid markets are not available are based on 
internally developed models based on the forward prices for electricity and ffuel. Forward prices represent the price at which a 
buyer or seller could contract today to purchase! or sell a commodity at a future date. In general, the models estimate the fair 
value of a contract by calculating the present value of the difference between the contract price and the forward prices. The 
near term forward market for electricity Is generally liquid and therefore the prices in the early years of the forward curves 
reflect observable market quotes. However, in the later years, the market is much less liquid and forward price curves must be 
developed using factors including the forward prices for the commodities used as fuel to generate electricity, the expected 
system heat rate (which measures the efficiency of power plants in converting fuel to electricity) in the region where the 
purchase or sale takes place, and a fundamental forecast of expected spot prices based on modeled supply and demand in 
the region. The assumptions in these models are critical since any changes therein could have a significant impact on the fair 
value of the contract. Substantially all changes in the fair value of derivatives held by FPL are deferred as a regulatory asset 
or liability until the contracts are settled. Upon settlement, any gains or losses will be passed through the fuel or capacity 
clauses. In FPL Group's non-rate regulated operations, predominantly NextEra Energy Resources, changes in derivative fair 
values are recognized in current earnings, unles6 the criteria for hedge accounting are met and the company elects to account 
for the derivative as a hedge. For those transactions acci2unted for as cash flow hedges, much of the effects of changes in fair 
value are reflected in other comprehensive income (OCI). a component of common shareholders' equity, rather than being 
recognized in current earnings. For those transactions accounted for as fair value hedges, the effects of changes in fair value 
are reflected in current earnings offset by changes in the fair value of the itern being hedged. 
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Since FAS 133 became effective in 2001, the FASB has discussed and from time to time issued implementation guidance 
related to FAS 133. In particular, much of the interpretive guidance affects when certain contracts for the purchase and sale of 
power and certain fuel supply contracts can be excluded from the provisions of FAS 133. Despite the large volume of 
implementation guidance, FAS 133 and the supplemental guidance do not provide specific guidance on all contract issues. AS 
a result, significant judgment must be used in applying FAS 133 and its interpretations. A result of changes in interpretation 
could be that contracts that currently are excluded from the provisions of FAS 133 would have to be recorded on the balance 
sheet at fair value,'with changes in fair value recorded in the statement of income. 

Certain economic hedging transactions at Ne:dEra Energy Resources dol not meet the requirements for hedge accounting 
treatment. Changes in the fair value of those transacti'ons are marked b market and reported in the statement of income, 
often resulting in earnings volatility. These c:hanges in fair value are captured in the non-qualifying hedge category in 
computing adjusted earnings. This could be significant to NextEra Energy Resources' results because often the economic 
offset to the positions which are required to be marked ti:, market (such as the physical assets from which power is generated) 
are not marked to market. As a consequencfo, net income reflects only the movement in one part of economically linked 
transactions. Because of this, FPL Group's management views results expressed excluding the unrealized mark-to-market 
impact of the non-qualifying hedges as a meaningful measure of current period performance. For additional information 
regarding derivative Instruments, see Note 3 and also see Energy Marketing and Trading and Market Risk Sensitivity. 

Accounting for Pensions and Other Postretimnent Benefits - FPL Group sponsors a qualified noncontributory defined benefit 
pension plan for substantially all employees of IFPL Group and its subsidlariies. FPL Group also has a supplemental executive 
retirement plan which includes a non-qualified supplemental defined benefit pension component that provides benefits to a 
select group of management and highly compensated employees. In addition to pension benefits, FPL Group sponsors a 
bntributory postretirement plan for health care and life insurance benefits (other benefits plan) for retirees of FPL Group and 
its subsidiaries meeting certain eligibility requirements. The qualified pension plan has a fully funded trust dedicated to 
providing the benefits under the plan. The other benefits plan has a partially funded trust dedicated to providing benefits 
related to life insurance. FPL Group allocates net periodic benefit income or cost associated with the pension and other 
benefits plans to its subsidiaries annually using :specific criteria. 

FPL Group adopted the recognition and disclosure provisions of FAS 158, "Employers' Accounting for Defined Benefit Pension 
and Other Postretirement Plans," effective December 3'1, 2006 and the measurement date provisions of FAS 158 effective 
December 31, 2008. Prior to 2008, FPL Grourp used ii measurement date of September 30. In lieu of remeasurlng plan 
assets and obligations as of January 1, 2008, FPL Groiip elected to calculate the net periodic benefit (income) cost for the 

. fifteen-month period from1 September 30, 2007 to December 31, 2OOei using the September 30, 2007 measurement 
date. Upon adoption of the measurement date! provisions, FPL Group recorded an adjustment to increase 2008 beginning 
retained earnings by approximately $1 3 million representing three-fifteenths of net periodic benefit (income) cost for the fifteen- 
month period from September30, 2007 to Decemkr31, 2008. Included in the adjustment to retained earnings is 
approximately $1 million related to the reduction in accumulated other comprehensive income (AOCI) and approximately $3 
million related to the reduction in net regulatory liabilities. 

Since FPL Group is the plan sponsor, and its subsidiaries do not have separate rights to the plan assets or direct obligations to 
their employees, the results of implementing all provisions of FAS 158 are reflected at FPL Group and not allocated to the 
subsidiaries. The portion of previously unrecognized aciuarial gains and lusses, prior service costs or credits and transition 
assets or obligations related to the recognition provision of FAS 158 that were estimated to be allocable to FPL as net periodic 
benefit (income) cost in future periods and that otherwisle would have been recorded in AOCl were classified as regulatory 
assets and liabilities at FPL Group in accordance with regulatory treatment. In addition, adjustments to AOCI as a result of 
implementing the measurement date provisions of FAS ;I58 that were estimated to be allocable to FPL were recorded as an 
adjustment to the previously establlshed regulatory assets and liabilities. 

FPL Group's income from its pension plan, net cif the cost of the other benefits plan, was approximately $86 million, $69 million 
and $65 million for the years ended December :31, 2008, 2007 and 2006, respectively. The corresponding amounts allocated 
to FPL were $60 million, $51 million and $52 million, respectively. Pension income and the cost of the other benefits plan are 
included in O&M expenses, and are calculated using a1 number of actuarial assumptions. Those assumptions include an 
expected long-term rate of return on qualified plan assets of 7.75% for all years for the pension plan and 8.00%, 8.00% and 
7.75% for the other benefits plan for the years ended December 31, 2008,2007, and 2006, respectively, assumed increases in 
future compensation levels of 4% for all years, and weighted-average discount rates of 6.25%, 5.85% and 5.50% for the 
pension plan and 6.35%, 5.90% and 5.50% for the other benefits plan for the years ended December 31, 2008, 2007 and 
2006, respectively. Based on current health caire costs (as related to other benefits), the projected 2009 trend assumption 
used to measure the expected cost of health care benefits covered by the plans for all age groups are 7.0% for medical 
benefits and 9.0% for prescription drug benefits. These rates are assumed to decrease over the next seven years to the 
ultimate trend rate of 5.5% and remain at that level thereafter. The ultimata trend rate is assumed to be reached in 2015 for 
medical and prescription drug costs. In developing these assumptions, FPL Group evaluated input from its actuaries, as Well 
as information available in t,he marketplace. For the expected long-term rate of return on fund assets, FPL Group considered 
IO-year and 20-year historical median returns forr a portfolio with an equitylbond asset mix similar to its funds. FPL Group also 
considered its funds' historical compounded returns. FPL Group believes that 7.75% and 8.00% are reasonable long-term 
rates of return on its pension plan and other benefits plai7 assets, respectively. FPL Group will continue to evaluate all of its 
actuarial assumptions, including its expected rate of return, at least annually, and will adjust them as necessary. 

' 
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FPL Group bases its determination of pension1 and other benefits plan expense or income on a market-related valuation of 
assets. which reduces year-to-year volatility. This market-related valuation recognizes investment gains or losses over a five. 
year period from the year in which they occur. Investment gains or losses for this purpose are the difference between the 
expected return calculated using the market-related value of assets and the actual return realized on those assets. Since the 
market-related value of assets recognizes gains or losses over a five-year period, the future value of assets will be affected as 
previously deferred gains or losses are recognized. Such gains and losses together with other differences between actual 
results and the estimates used in the actuarial valuations are deferred and recognized in determining pension and other 
benefits plan expense and income only when they exceed 10% of the greater of projected benefit obligations or the market- 
related value of assets. 

The following table illustrates the effect on net periodic beneft income of chlanging the critical actuarial assumptions discussed 
above, while holding all other assumptions constant: 

Decrease in 2008 
Net Periodic Benefit Income - 

Change in - Assumption FPL Group FPL 
(millions) 

Expected long-term rate of return 
Discount rate 
Salary increase 
Health care cost trend rate 'w 

(0.5)% 
(0.5)% 
0 5% 
10% 

$ 17 
$ 4  
$ 2  
$ -  

$ 12 
$ 3  
$ 1  
$ -  

(a) Assumed health care cost trend rates can have a signiflcant effect or1 the amounts reported for postretirement plans providing health care benefits. However, 
this effect is somewhat mitbatsd by the retiree cost sharing structure incorporated in FPL Grciup's other benefits plan. 

The fair value of plan assets has decreased froin $3.6 billion at September 30, 2007 to $2.5 billion at December 31, 2008 for 
the pension plan and decreased from $49 million at September 30, 2007 to $29 million at December 31, 2008 for the other 
benefits plan. Management believes that, based on the actuarial assumptioins and the well funded status of the pension plan, 
FPL Group will not be required to make any cash contributions to the qualified pension plan in the near future. In December 
2008, $26 million was transferred from the qualified pension plan as reimbursement for eligible retiree medical expenses paid 
by FPL Group during the year pursuant to thie provisions of the Internal' Revenue Code. FPL Group anticipates paying 
approximately $29 million for eligible retiree imedical expenses on behalf of the other benefits plan during 2009 with 
substantially all of that amount being reimbursed through if transfer of assets from the qualified pension plan. See Note 2. 

Carrying Value of Long-Lived Assets - FPL Group evaluales on an ongoing basis the recoverability of its assets for impairment 
whenever events or changes in circumstances indicate that the carrying amount may not be recoverable as described in 
FAS 144, "Accounting for the lmpaitment or Disposal of Long-Lived Assets." 

Under that standard, an impairment loss is required to be recognized if the carrying value of the asset exceeds the 
undiscounted future net cash flows associated with that asset. The impairment loss to be recognized is the amount by which 
the carrying value of the long-lived asset exceeds the asset's fair value. Irr most instances, the fair value is determined by 
discounting estimated future cash flows using an appropriate interest rate. 

The amount of future net cash flows, the timing of the cash flows and the determination of an appropriate interest rate all 
involve estimates and judgments about future events. In particular, the aggregate amount of cash flows determines whether 
an impairment exists, and the timing of the cash flows is critical in determining fair value. Because each assessment is based 
on the facts and circumstances associated with each long-lived asset, the effects of changes in assumptions cannot be 
generalized. 

In 2006, FPL FiberNet performed an impairment analysis iInd concluded that an impairment charge related to its metro market 
assets was necessary. The critical assumptions and estimates used in the arialysis include revenue additions, projected capital 
expenditures and a discount rate. A 10% increase in the revenue growth rate or a 10% decrease in projected capital 
expenditures would have resulted in no impairment, while a 10% decrease in the revenue growth rate or a 10% increase in 
projected capital expenditures would increase the! impairmcmt charge by less than $5 million. An increase or decrease of 1% in 
the discount rate would have a corresponding change to the impairment charge of approximately $3 million. See Note 5 - 
Corporate and Other. 

Nuclear Decommissioning and Fossil Dismantlen?ent - FPL Group and FPL each account for asset retirement obligations and 
conditional asset retirement obligations (collectively, ARCIS) under FAS 143, "Accounting for Asset Retirement Obligations" 
and FIN 47, "Accounting for Conditional Asset Retirement Obligations." FAS 143 and FIN 47 require that a liability for the fair 
value of an ARO be recognized in the period in which it is incurred with the offsetting associated asset retirement costs 
capitalized as part of the carrying amount of the long-lived assets. See Note 1 - Decommissioning of Nuclear Plants, 
Dismantlement of Plants and Other Accrued Asset Removal Costs and Note 114. 

' 
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For ratemaking purposes, FPL accrues and funds for nuclear plant decommissioning costs over the expected service life of 
each unit based on studies that are filed with the FPSC at least every five years. The most recent studies, filed in 2005, 
indicate that FPL's portion of the future cos1 of decommissioning its four nuclear units, including spent fuel storage, is 
approximately $10.9 billion, or $2.3 billion in 2008 dollars. The studies reflect, among other things, the 20-year license 
extensions of FPL's nuclear units. At December 31, 2008, $2,332 million was accrued for nuclear decommissioning, of which 
$1,713 million was recorded as an ARO, $52 niillion was recorded as a capitalized net asset related to the ARO. $495 million 
was recorded as a regulatory liability and $176 million was included in accrued asset removal costs (a regulatory liability) on 
the consolidated balance sheets. 

FPL accrues the cost of dismantling its fossil pllants over the expected sewice life of each unit based on studies filed with the 
FPSC. Unlike nuclear decommissioning, fossil dismantlement costs are not funded. The most recent studies, which became 
effective January 1, 2007, indicated that FPL's, portion of the ultimate cost to dismantle Its fossil units is $707 million. The 
majority of the dismantlement costs are not considered AROs. At December 31, 2008, $349 million was accrued for fossil 
dismantlement costs, of which $26 million was recorded (3s an ARO, $8 million was recorded as a capitalized net asset related 
to the ARO, $25 million was recorded as a regulatory liability and $306 million was included in accrued asset removal costs (a 
regulatory liability) on the consolidated balance sheets. 

NextEra Energy Resources records a liability far the present value of its expected decommissioning costs in accordance with 
FAS 143 and FIN 47 which is determined using various internal and external data. NextEra Energy Resources' portion of the 
ultimate cost of decommissioning its nuclear plants, inCllJding costs associated with spent fuel storage, is approximately $6.6 
billion, or $1.4 billion expressed in 2008 dollars. The liability is being accireted using the interest method through the date 
decommissioning activities are expected to be complete. At December 31, 2008, the ARO for nuclear decommissioning of 
NextEra Energy Resources' nuclear plants totaied approximately $487 million. 

The calculation of the future cost of retiring long-lived ;assets, including nluclear decommissioning and fossil dismantlement 
costs, involves estimating the amount and timing of future expenditures and making judgments concerning whether or not such 
costs are considered a legal obligation under FAS 143 and FIN 47. Estimating the amount and timlng of future expenditures 
includes, among other things, making projectioins of when assets will be retired and how costs will escalate with inflation. In 
addition, FPL Group and FPL also make interest rate and rate of return1 projections on their investments in determining 
recommended funding requirements for nuclear decommissioning costs. Periodically, FPL Group and FPL will be required to 
update these estimates and projections which can affect the annual expense amounts recognized, the liabilities recorded and 
the annual funding requirements for nuclear decommissioning costs. For example, an increase of 0.25% in the assumed 
escalation rates would increase FPL Group's and FPL's ARO as of December 31, 2008 by $223 million and $174 million, 
respectively. 

Regulatory Accounting - FPL follows the accounting practices set forth in 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 non- 
rate regulated entities. Regulatory assets and liabilities represent probable future revenues that will be recovered from or 
refunded to customers through the ratemaking process. If FPL were no longer subject to cost-based rate regulation, the 
existing regulatory assets and liabilities would be written off unless regulators specify an alternative means of recovery or 
refund. In addition, the FPSC has the authority to disallow recovery of costs that it considers excessive or imprudently 
incurred. Such costs may include, among others, fuel aind O&M expenses, the cost of replacing power lost when fossil and 
nuclear units are unavailable, storm restoration costs and costs associated with the construction or acquisition of new 
facilities. The continued applicability of FAS 71 iis assessed at each reporting period. 

. 
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FPL Group's and FPL's regulatory assets and liabilities are as follows: 

Regulatory assets: 
Current: 

Deferred clause and franchise expenses 
Securitized storm-recovery costs 
Derivatives 
Pension 
Other 

Noncurrent: 
Securitized stomrecovery costs 
Deferred clause expenses 
Pension 
Unamortized loss on reacquired debt 
Other 

Regulatory liabilities: 
, Current: 

Deferred clause and franchise revenues 
Pension 

' Noncurrent: 
Accrued asset removal' costs 
Asset retirement obligation regulatory expense difference 
Pension 
Other 

FPL Group FPL 
December 31, December 31, 

2008 2007 2008 2007 
(millions) 

- - - - ,  

$ 248 $ 103 $ 248 $ 103 

$ 1,109 $ 117 $ 1,109 $ 117 
$ 6 4 $ 5 9 $ 6 4 $ 5 9  

$ 19 $ - $  - $  - 
$ 4 $  2 $  - $  - 

$ 697 $ 756 $ 697 $ 756 
$ 79 $ 121 $ 79 $ 121 
$ l o o $  - $  - $  - 
$ 32 $ 36 $ 32 $ 36 
$ 138 $ 95 $ 133 $ 72 

$ 11 $ 18 $ 11 $ 18 
$ - $ 2 4 $  - $  - 

$ 2,142 $ 2,098 $ 2,142 $ 2,098 
$ 520 $ 921 $ 520 $ 921 

$ 218 $ 236 $ 218 $ 235 
$ - $ 6 9 6 $  - $  - 

See Note 1 for a discussion of FPL Group's and FPL's other significant accounting policies. 

Energy Marketing and Trading and Market Risk 'Sensitivity 

Energy Marketing and Trading - Certain of FPL Group's subsidiaries, including FPL and NextEra Energy Resources, use 
derivative instruments (primarily swaps, options and fonrvards) to manage the commodity price risk inherent in the purchase 
and sale of fuel and electricity. In addition, FPI. Group, ,through NextEra Energy Resources, uses derivatives to optimize the 
value of power generation assets. NextEra Energy Resources provides full energy and capacity requirements services primarily 
to distribution utilities, which include load-following services and various ancillary services, in certain markets and engages in 
energy trading activities to take advantage of expscted future favorable price movements. 

Derivative instruments, when required to be marked to misrket under FAS 133, as amended, are recorded on FPL Group's and 
FPL's consolidated balance sheets as either an asset or liability measured at fair value. At FPL, substantially all changes in 
fair value are deferred as a regulatory asset or liability until the contracts are settled. Upon settlement, any gains or losses are 
passed through the fuel clause or the capacity clause. For FPL Group's non-rate regulated operations, predominantly NextEra 
Energy Resources, essentially all changes in the derivatives' fair value for power purchases and sales and trading activities are 
recognized on a net basis in operating revenues; fuel purchases and sales are recognized on a net basis in fuel, purchased 
power and interchange expense; and the equity method investees' related activity is recognized in equity In earnings of equity 
method investees in FPL Group's consolidated statements of income unless hedge accounting is applied. See Note 3. 
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The changes in the fair value of FPL Group's consolidated subsidiaries' energy contract derivative instruments were as follows: 

Hedges on Owned Assets 
FPLCost FPL 

Non- Recovery Group 
Trading Qualifying OCI Clauses Total 

(miiiions) - - 
Fair value of contracts Outstanding at December 31, 2006 
Reclassification to realized at settlement of Contracts 
Value of contracts purchasedlprevlousiy not consolidated 
ERective portion of changes in fair value recorded in OCI 
ineffective portion of changes in fair value recorded in earnings 
Changes in fair value excluding redassibation to realized 
Fair value of contracts outstanding at December 31,2007 
Reclassification to realized at settlement of contracts 
Effective portion of changes in fair value recorded in OCI 
ineffective portion of changes in fair value recorded in eernin(ls 
Changes in fair value exciudlng reclasslficatlon to reailzed 
Fair veiue of contracts outstanding at December 31, 2008 
Net option premium payments (receipts) 
Net margin cash collateral paid 
Total mark-to-market energy contract net assets (liabilities) at Dei :ember 31.2008 

. .  --- I 44 159 $ 11; $ (1,108) 

FPL Group's total mark-to-market energy contract net assets (liabilities) at December 31,2008 shown above are included in the 
consolidated balance Sheets as follows: 

December 31, 
2008 

(millions) 

Current derivative assets 
Noncurrent other assets 
Current derivative liabilities 
Noncurrent derivative liabilities, 
FPL Group's total mark-to-market energy contract net liabilities 

$ 433 
192 

(1,271) 
(145) 

$ (791) 

The sources of fair value estimates and maturity of energy contract derivative instruments at December 31,2008 were as follows: 

Trading: 
Quoted prices in active markets for identical assets 
Signiflcant other observable inputs 
Signiflcant unobservable inputs 
Total 

Owned Assets - NonCluaiifying: 
Quoted prices in active markets for ldentkai assets 
Significant other observable inputs 
Signlflcant unobservable inputs 
Total 

Owned Assets - OCI: 
Quoted prices in active markets for identical assets 
Signfficant other observable inputs 
Significant unobservable inputs 
Total 

Owned Assets - FPL Cost Recovery Clauses: 
Quoted prices In active markets for ldentical assets 
Significant other observable inputs 
Significant unobservable inputs 
Total 

Total sources of fair value 

Maturity 
2009 2010 2011 2012 2013 Thereafter Total 

(millions) 
--. - - --- 

4 
65 

141 
21 

8 
2 

25 
80 
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Market Risk SensifiMy - Financial instruments and posibons affecting the fiinancial statements of FPL Group and FPL described 
below are held primarily for purposes other thari trading. Market risk is measured as the potential loss in fair value resulting from 
hypothetical reasonably possible changes in commodity prices, interest rates or equity prices over the next year. In December 
2008, FPL Group Capital entered into a cross (currency 13asis swap to hedge against currency movements with respect to both 
interest and principal payments on a loan; the fair value of the cross currency basts swap was not material at December 31, 
2008. Management has established risk management policies to monitor and manage market risks. With respect to commodities. 
FPL Group’s Exposure Management Committee (EMC), which is comprised of certain members of senior management, is 
responsible for the overall approval of market risk management policies and the delegation of approval and authorization 
levels. The EMC receives periodic updates on markei: positions and related exposures, credit exposures and overall risk 
management activities. 

FPL Group and its subsidiaries are also exposed to credit risk through their energy marketing and trading operations. Credit risk is 
the risk that a financial loss will be incurred if a counterparty to a transaction does not fulfill its financial obligation. FPL Group 
manages counterparty credit risk for its subsidiaries with energy marketing and trading operations through established policies, 
including counterparty credit limits, and in some cases credit enhancements, such as cash prepayments, letters of credit, cash and 
other collateral and guarantees. Credit risk is also managed through the use of master netting agreements. FPL Group’s credit 
department monitors current and forward credit exposuire to counterparties and their affiliates, both on an individual and an 
aggregate basis. 

Commodity price risk - FPL Group uses a value-at-risk l(VaR) model to measure market risk in its trading and mark-to-market 
portfolios. The VaR is the estimated nominal loss of market value based on a one-day holding period at a 95% confidence 
!eve1 using historical simulation methodology. As of December 31,2008 and 2007, the VaR figures are as follows: 

Non-Qualifying Hedges 
and Hedges In OCI and 

Trading - FPL Cost Recovery Clauses (‘I Total 
NextEa NextEra NextEra 
Energy FPL Energy FPL Energy FPL 

FPL Resources Group FPL Resources Group FPL Resources Group 
(millions) 

- 
- -. 

December 31 I 2007 $ - $ 8  $ 8 $ 51 $ 3 1  $ 37 $ 51 $ 28 $ 39 
December 31, 2008 $ - $ 5  $ 5 $ 8 0  $ 5 4  $ 3 1  $ 8 8  $ 5 8  $ 3 0  

AVErageforthepe~dendedDecember31,2008 $ - $ 4 $ 4 $ 82 $ 50 $ 35 $ 82 $ 48 $ 36 

is) Non-quailtying hedges are employed to reduce the marltel risk exposure to physical assets or contracts which are not marked to market. The VaR figures for 
the mnqualifylng hedges and hedges In OCI and FPL cost recovery clauses category do not represent the economic exposure to commodity price 
movements. 

Interest rate risk - FPL Group and FPL are exposed to risk resulting from changes in interest rates as a result of their 
respective issuances of debt, investments in special uzie funds and other investments. FPL Group and FPL manage their 
respective interest rate exposure by monitoring current interest rates, entering into interest rate swaps and adjusting their 
variable rate debt in relation to total capitalization. 

The following are estimates of the fair value of FPL Group’s and FPL‘s financial instruments: 

FPL Group: 
Fixed income securities: 

Other current assets 
Special use funds 
Other investments 

Long-term debt, including current maturities 
Interest rate swaps - net unrealized losses 

FPL: 
Fixed income securities --special use funds 
Long-term debt, including current maturities 

1.1 Based on quoted market prices for these or sirnUar Issues. 
(b) Based on market pkes provided by external sources. 

Based on market ptices modeled Internally. 

December 31,2008 December 31,2007 
Carrying Estimated Carrying Estimated 
Amouni: Fair Value Amount Fair Value 

(millions) 
-- 

3~ $ 8 $  8(4 $ 3 $ 
$ 1,867 $ 1.867(-) $ 2,025 $ 2,025“) 
$ 97 $ 97‘’’ $ 108 $ 108(” 
$ 15,221 $ 15,152”’ $ 12,681 $ 12.642(b) 
$ (78) $ (78)“) $ (28) $ (28)‘” 

$ 1,510 $ 1,51W) 
$ 5,57,4 $ 5,652”’ 

$ 1,436 $ 1,436“) 
$ 5,217 $ 5,185(b) 
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The special use funds of FPL Group and FPL ixnsist oi restricted funds set aside to cover the cost of storm damage for FPL 
and for the decomrnlssioning of FPL Group's {and FPL's nuclear power plants. A portion of these funds is invested in fixed 
income debt securities carried at their market value. At FPL, adjustments to market value result in a corresponding adjustment 
to the related liability accounts based on current regulatory treatment. The market value adjustments of FPL Group's non-rate 
regulated operations result in a corresponding (adjustment to OCI, except for impairments deemed to be other than temporary 
which are reported in current period earnings. iBecause the funds set aside, by FPL 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, arc! generally invested in longer-term securities, as decommissioning activities are 
not scheduled to begin until at least 2014 (2032 at FPL). 

FPL Group and its subsidiaries use a cornbination of fixed rate and variable rate debt to manage interest rate 
exposure. Interest rate swaps are used to adjlJSt and mitigate interest rate exposure when deemed appropriate based upon 
market conditions or when required by financing agreements. At December 31, 2008. the estimated fair value for FPL Group 
interest rate swaps was as follows: 

Notional 
Amount 
(millions) 

Effective 
Date 

Maturity 
Date --- 

Fair value hedge - FPL Group Capital: 
$ 300 June 2008 September ,201 I 

Cash flow hedges - NextEra Energy Resources: 
' $ 61 December 2003 December 2.017 

$ 20 April 2004 December 201 7 
$ 189 December 2005 November 201 9 
$ 480 January 2007 January 2022 
$ 160 January 2008 September 201 1 

Total cash flow hedges 
Total interest rate hedges 

$1 Three-month LIBOR plus 1.18806% 
(b) Thme-month LIBOR 
(C) Sb-month LIBOR 

Rate 
Paid -- 

Variable"' 

4.245% 
3.845% 
4.905% 
5.990% 

3.2050% 

Rate Estimated 
Received Fair Value 

(millions) 

5.625% 

Variable'" 
Variable'b' 
Variable" 
Variable'"' 
Variable'b' 

Based upon a hypothetical 10% decrease in intlsrest rates, which is a reasolnable near-term market change, the net fair value 
of FPL Group's net liabilities would increase by approximately $671 million ($304 million for FPL) at December 31, 2008. 

Equity price risk - Included in the nuclear decommissicrning reserve funds of FPL Group are marketable equity securities 
carried at their market value of approximately $1,080 million and $1,456 million ($648 million and $1,063 million for FPL) at 
December 31, 2008 and 2007, respectively. A hypothetical 10% decrease in the prices quoted by stock exchanges, which is a 
reasonable near-term market change, would result in a $108 million ($65 million for FPL) reduction in fair value and 
corresponding adjustments to the related liability accounts based on current regulatory treatment for FPL, or adjustments to 
OCI for FPL Group's non-rate regulated operations, at December 31,2008. 

Credit risk - For all derivative and contractual transactions, FPL Group's energy marketing and trading operations, which 
includes FPL's energy marketing and trading division, are exposed to losses in the event of nonperformance by counterparties 
to these transactions. Relevant considerations $when assessing FPL Group's energy marketing and trading operations' credit 
risk exposure include: 

Operations are primarily concentrated in the energy industry. 

Trade receivables and other financial instruments are predominately with energy, utility and financial services related 
companies, as well as municipalities, cooperatives and other trading companies in the United States. 

Overall credit risk is managed through estab'lished credit policies. 

Prospective and existing customers are revliewed for creditworthiness based upon established standards, with customers 
not meeting minimum standards providing various credit enhancements or secured payment terms, such as letters of 
credit or the posting of ,margin cash collateral. 

The use of master netting agreements to offset cash and non-cash gains and losses arising from derivative instruments 
with the same counterparty. FPL Group's policy is to have master netting agreements in place with significant 
counterparties. 
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Based on FPL Group's policies and risk exposures relaled to credit, FPL Group and FPL do not anticipate a material adverse 
effect on their financial positions as a result of counterparty nonperformance. As of December 31,2008, approximately 92% of 
FPL Group's and 100% of FPL's energy marketing and ,trading counterparty credit risk exposure is associated with companies 
that have investment grads credit ratings. 

Item 7A. Quantitative and Qualitative Disclosures About Market Risk 

See Management's Discussion - Energy Marketing and Trading and Market Risk Sensitivity - Market Risk Sensitivity. 
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Item 8. Financial Statements and Suppllementary Data 

MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

FPL Group, Inc.'s (FPL Group) and Florida Power & Light Company's (FPL) management are responsible for establishing and 
maintaining adequate internal control over financial reparting as defined in Rules 13a-15(9 and 15d-150 under the Securities 
Exchange Act of 1934. The consolidated financial statements, which in part are based on informed judgments and estimates 
made by management, have been prepared in conformity with generally accepted accounting principles applied on a 
consistent basis. 

To aid in carrying out this responsibility, we, along with all other members of management, maintain a system of internal 
.accounting control which is established after weighing the cost of such controls against the benefits derived. In the opinion of 
management, the overall system of internal accounting control provides reasonable assurance that the assets of FPL Group 
and FPL and their subsidiaries are safeguarded and that transactions are executed in accordance with management's 
authorization and are properly recorded for the prepamtion of financial statements. In addition, management believes the 
overall system of internal accounting control provides ireasonable assurance that material errors or irregularities would be 
prevented or detected on a timely basis by employees in the normal course of their duties. Any system of internal accounting 
control, no matter how well designed, has inherent limiiations, including the possibility that controls can be circumvented or 
overridden and misstatements due to error or fraud may occur and not be detected. Also, because of changes in conditionk, 
internal control effectiveness may vary over tirne. Accordingly, even an effective system of internal control will provide only 
reasonable assurance with respect to financial statement prepamtion and reporting. 

The system of internal accounting control is supported b i  written policies arid guidelines, the selection and training of qualified 
employees, an organizational structure that provides ian appropriate division of responsibility and a program of internal 
auditing. FPL Group's written policies include a Code of Business Conduct & Ethics that states management's policy on 
conflict of interest and ethical conduct. Compliance with the Code of Business Conduct & Ethics is confirmed annually by key 
personnel. 

' 

The Board of Directors pursues its oversight responsibility for financial reporting and accounting through Its Audit 
Committee. This Committee, which is comprised entirely of outside directors, meets regularly with management, the internal 
auditors and the independent auditors to make inquiries as to the manner in which the responsibilities of each are being 
discharged. The independent auditors and the internal audit staff have free access to the Committee without management's 
presence to discuss auditing, internal accounting control ;and financial reporting matters. 

Management assessed the effectiveness of FPL. Group's and FPCs internal control over financial reporting as of December 31, 
2008, using the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission in the Internal 
Control - Integrated Framework. Based on this assessment, management believes that FPL Group's and FPL's Internal 
control over financial reporting was effective as of December 31,2008. 

FPL Group's and FPL's independent registered public accounting firm, Deloitte & Touche LLP, is engaged to express an 
opinion on FPL Group's and FPL's consolidated financial statements and an opinion on FPL Group's and FPL's internal control 
over financial reporting. Their reports are basr?d on procedures believed by them to provide a reasonable basis to support 
such opinions. These reports appear on the folli3wing pages. 

-I 
LEWIS HAY, 111 
Lewis Hay, 111 
Chairman and Chief Executive Officer of FPL Gioup 
and Chairman of FPL 

-. ARMAND0 J. OLIVERA 
Armando J. Olivera 
President and Chief Executive Officer of FPL 

ARMAND0 PIMENTEL, JR. 
Armando Pimentel, Jr. 
Executive Vice President, Finance and Chief 
Financial Officer of FPL Group and FPL 

K. MICHAEL DAVIS 
K. Michael Davis 
Controller and Chief Accounting Officer 
of FF'L Group and Vice President, 
Accounting and Chief Accounting Officer of FPL 
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REPORT OF INDEPENDENT REGISTERIED PUBLIC ACCOUNTING FIRM 

To the Board of Directors and Shareholders 
FPL Group, Inc. and Florida Power & Light Company: 

We have audited the internal control over finalncial reporting of FPL Group, Inc. and subsidiaries (FPL Group) and Florida 
Power & Light Company and subsidiaries (FPL) as of December 31, 2008, based on criteria established in lnternal Control - 
Megrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission. FPL Group's and 
FPL's management are responslble for maintaining effective internal control over financial reporting and for their assessment 
of the effectiveness of internal control over financial reporting, included in the accompanying Management's Report on Internal 
Control Over Financial Reporting. Our responsibility is to express an opinion on FPL Group's and FPL's internal control over 
financial reporting based on our audits. 

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United 
States). Those standards require that we plan (and perform the audits to ohtain reasonable assurance about whether effective 
internal control over financial reporting was maintained in all material respects. Our audits included obtaining an 
understanding of internal control over financial reporting, assessing the risk that a material weakness exists, testing and 
evaluating the design and operating effectiveness of internal control based on the assessed risk, and performing such other 
procedures as we considered necessary in the circumstiances. We believe that our audits provide a reasonable basis for our 
opinion. 

A company's internal control over financial reporting is a process designed by, or under the supervision of, the company's 
brincipal executive and principal financial officers, or persons performing similar functions, and effected by the company's 
board of directors, management, and other personnel io provide reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial staternents for external purposes in accordance with generally accepted accounting 
principles. A company's internal control over financial reporting includes those policies and procedures that (1) pertain to the 
maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of 
the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial 
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company 
are being made only in accordance with autlhorizatiorls of management and directors of the company; and (3) provide 
reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the 
company's assets that could have a material effect on the1 financial statements. 

Because of the inherent lirnitations of internal control over financial reporting, including the possibility of collusion or improper 
management override of controls, material misstatements due to error or fraud may not be prevented or detected on a timely 
basis. Also, projections of any evaluation of the internal (control over financial reporting to future periods are subject to the risk 
that the controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies 
or procedures may deteriorate. 

In our opinion, FPL Group and FPL maintained,, in all material respects, effective internal control over financial reporting as of 
December 31,2008, based on the criteria established in Internal Control- lntegrated Framework issued by the Committee of 
Sponsoring Organizations of the Treadway Commission. 

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), 
the consolidated financial statements as of and for the year ended December 31, 2008 of FPL Group and FPL and our report 
dated February 26, 2009 expressed an unqualified opinioi on those financial statements. 

DELOllTE & TOUCHE LLP 
Certified Public Accountants 

Miami, Florida , 

February 26,2009 
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REPORT OF INDEPENDENT REGISTERIED PUBLIC ACCOUNTING FIRM 

To the Board of Directors and Shareholders 

We have audited the accompanying consolidated balance sheets of FPL Group, Inc. and subsidiaries (FPL Group) and the 
separate consolidated balance sheets of Florida Power 8: Light Company and subsidiaries (FPL) as of December 31, 2008 and 
2007, and the related consolidated statements; of income, of FPL Group's common shareholders' equity, of FPL's common 
shareholder's equity and of cash flows for eaclh of the three years in the period ended December 31, 2008. 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. 

FPL Group, Inc. and Florida Power & Light Company: 

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United 
States). Those standards require that we plan and peiform the audits 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 audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that 9 

our audits provide a reasonable basis for our opinion. 

In our opinion, such consolidated financial staltements present fairly, in all material respects, the financial position of FPL 
Group and of FPL at December 31,2008 and 2007, and the respective results of their operations and their cash flows for each 
of the three years in the period ended December 31, 2008. in conformity with accounting principles generally accepted in the 
United States of America. 

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), 
FPL Group's and FPL's internal control over financial reporting as of Decernber 31, 2008, based on the criteria established in 
lnternal Control - integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission 
and our repot? dated February 26, 2009 expressed an unqualified opinion on FPL Group's and FPL's internal control over 
financial reporting. 

' DELOllTE & TOUCHE LLP 
Certified Public Accountants 

Miami, Florida 
February 26,2009 
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FPL GROUP, INC. 
CONSOL.IDATEC) STATEMENTS OF INCOME 

(millilons, exlcept per share amounts) 

OPERATING REVENUES 

OPERATING EXPENSES 
Fuel, purchased power and interchange 
Other operations and maintenance 
Impairment charges 
Disallowed storm costs 
Storm cost amortization 
Merger-related 
Depreciation and amortization 
Taxes other than income taxes 

Total operating expenses 

OPERATING INCOME 

OTHER INCOME (DEDUCTIONS) 
Interest expense 
Equity in earnings of equity method investees 
Gains on disposal of assets - net 
Allowance for equity funds used during constivction 
Interest income 
Other than temporary impairment losses on securities held in nuclear 

Other - net 
decommissioning funds 

Total other deductions - net 

INCOME BEFORE INCOME TAXES 

INCOME TAXES 

NET INCOME 

Earnings per share of common stock: 
Basic 
Assuming dilution 

Dividends per share of common stock 

Weighted-average number of common shares cutstanding: 
Basic 
Assuming dilution 

Years Ended December 31, 
2008 2007 2006 

$ 16,410 $ 15,263 $15,710 

--- 
--- 

8,412 
2,527 

64 

8,192 8,943 
2,314 2,022 

4 105 

74 151 
52 I 

23, 
1,378 1,261 1,185 
1,204 1135 1.132 

13,585 12980 13613 
-I- 

-I1 

2,825 2,283 2,097 --- 
(813) 

93 
18 
35 
72 

(148) 

7 (13) (4) 
(736) (603) (419) 

2,089 1,680 1,678 

450 368 397 --- 
$ 1,639 $ 1,312 $ 1,281 --- 
$ 4.10 $ 3.30 $ 3.25 
$ 4.07 $ 3.27 $ 3.23 

$ 1.78 $ 1.64 $ 1.50 

400.1 397.7 393.5 
402.7 400.6 396.5 

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements. 
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FPL GROUP, INC. 

(rnlllions) 
CONSOLIDATED BALANCE SHEETS 

PROPERTY, PLANT AND EQUIPMENT 
Electric utlllty plant in service and other property 
Nudear fuel 
Constructbn work In progress 
Less accumulated depreciation and amottlzatlon 

Total property, plant and equipment - net 

CURRENT ASSETS 
Cash and cash equivalents 
Customer receivables, net of allowances ofS29 and $24, respedlvely 
Other recelvables. net of allowances of $2 and $8, respectively 
Materials, supplles and fossll fuel Inventory - at average (cost 
Regulatory assets: 

Deferred clause and franchise expenses 
Securitized storm-recovery costs 
Derlvatlves 
Penslon 
Other 

Derivatives 
Other 

Total current assets 

OTHER ASSETS 
Speclal use funds 
Prepaid beneRt costs 
Other Investments 
Regulatory assets: 

Securltked stormrecovery 'costs 
Defemd clause expenses 
Pension 
Unamortized loss on reacqulred debt 
Other 

Total other assets 
Other 

TOTAL ASSETS 

CAPITALIZATION 

Long-term debt 
Common shareholders' sgulty 

Total capltallzatlon. 

CURRENT LIABILITIES 
Commerclal paper 
Notes payable 
Current maturtles of long-term debt 
Accounts payable 
Customer deposits 
A C C N ~  interest and taxes 
Regulatory liabilities: 

Deferred clause and franchise revenues 
Pension 

Derivatives 
Other 

Total current liabllities 

OTHER LIABILITIES AND DEFERRED CREDITS 
Asset retirement ObiiQatlons 
Accumulated deferred Income taxes 
Regulatory Ilabilltles: 

Accrued asset removal costs 
Asset retlrement obllQation regulatory expense difference 
Pension 
Other 

Derlvatlves 
Other 

Total other llabllitles and deferred credits 

COMMITMENTS AND CONTINGENCIES 

TOTAL CAPITALIZATION AND LIABILITIES 

December 31, 
20011 2007 

$ 41.638 
1,260 
2,630 

(13,117) 
32.41 1 

535 
1,443 

264 
968 

248 
64 

1,109 
19 
4 

433 
305 

5,392 

2,947 
914 
923 

697 
79 

100 
32 

138 
1,188 
7,018 

$ 44,821 

S 11,681 
13,833 
25,514 

1,835 
30 

1.388 
1,062 

575 
374 

11 

1,300 
1,114 
7,689 

2,283 
4,231 

2.142 
520 

218 
21 8 

2,006 
11,618 

$ 44,821 

$ 38.231 
1,096 

(I 2,388) 
28,652 

I,W 

290 
1,496 

225 
857 

103 
59 

117 I 

2 
182 
448 

3,779 

3,482 
1,911 

391 

756 
121 

36 
€35 

900 
7,692 

$ 40,123 

$ 10,735 
11,280 
22.015 

1,017 

1,401 
1,204 

539 
351 

18 
24 

289 
915 

5,758 

2,157 
3,821 

2,098 
921 
696 
236 
351 

2,070 
12.350 

$ 40,123 - 
The accompanying Notes to Consolidated Financial Statements are an integral part of these statements. 
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FPI. GROUP, INC. 
CONSOLIDATED STATEMENTS OF CASH FLOWS 

(mililons) 

Years Ended December 31, 
2008 2007 2006 --- 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net income 
Adjustments to reconcile net Income to net cash provided by (used in) operating activities: 

Depreciation and amortization 
Nuclear fuel amortization 
Impairment charges 
Recoverable storm-related costs of FPL 
Storm cost amortization 
Unrealbed (gains) losses on marked to market energy contracts 
Deferred income taxes 
Cost recovery clauses and franchise fees 
Change in prepaid option premiums and derivative settlements 
Equity in earnings of equity method investees 
Distributions of earnings from aquky method investees 
Changes in operating assets and liabilities: 

Customer receivables 
Other receivables 
Material. suppiles and fossil fuel inventory 
Other current assets 
Other assats 
Accounts payable 
Customer deposits 
Margin cash collateral 
income taxas 
interest and other taxes 
Other current iiabiltties 
Other liabilities 

Other - net 
Net cash provided by operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES 
CapRai expenditures of FPL 
Independent power investments 
Nuclear fuel purchases 
Other capbi expenditures 
Sale of independent power lnvestmsnts 
Loan repayments and capital distrlbutlons from equity methiod investees 
Pmceeda from seie of securities in special use funds 
Purchases of securities in special use funds 
Proceeds from sale of other securities 
Purchases of other securities 
Funding of loan 
Other - net 

Net cash used in investing activities 

CASH FLOWS FROM FINANCING ACTIVITIES 
issuances of long-term debt 
Retirements of long-term debt 
Pmceeds from purchased Corporate Units 
Payments to terminate Corporate Units 
Net change in short-term debt 
issuances of common stock 
Dividends on common stock 
Change in funds held for storm-recovery bond payments 
Other - net 

Net cash provided by financing activities 

Net increase (decrease) In cash and cash equivalents 
Cash end cash equivalents at beginning of year 
Cash and cash equivalents at end of year 

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION 
Cash paid for interest (net of amount capitalized) 
Cash paid for income taxes - net 

Assumption of debt in connection with the purchase of inde,pandent power project 
SUPPLEMENTAL SCHEDULE OF NONCASH INVESTING AND FINANCING ACTIVITIES 

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

(millions) 

Balances, December 31.2005 
Net income 
issuances of common stock, net of issuance 

Exercise of stock options and other Incentive 

Dividends on common stock 
Earned compensation under ESOP 
Termination of Corporate Units, net of tax 

Other comprehensive income 
irnplemantatlon of FAS 158 
Other 

Balances, Decamber 31,2006 
Net income 
Issuances of common stock, net of issuance ' 
Exercise of stock options and other incentive 

Dividends on common stock 
Earned compensation under ESOP 
Other comprehensive loss 
Deflnad benefit penslon and other bene* 

implamantation of FIN 48 
Balances. December 31,2007 

Net Income 
issuances of common stock, nei of issuance 

Exercise of stock options and other incentive 

Dividends on common stock 
Earned compensation under ESOP 
Other comprehensive income 
Daflnad benefit pension and other beneflts 

implemantation of FAS 158 B FAS 159 

cost of less than $1 

pian activky 

benefit of $15 

cost of less than $1 

pian activity 

plans 

cost of less than $1 

plan actlvlty 

plans 

Balances. December 31,2008 

Shares 

395 

- 

9 

1 

- 
405" 

1 

1 

- 
407(0' 

1 

1 

Accumulated 
Addltionai Unearned Other Common 

Paid-In ESOP Comprehensive Retained Shareholders' 
Capital Compensation income (Loss) ') Earnlngs Equity 

$ 4,322 

307 

64 

21 

(33) 

2) 
4.680 

33 

59 

27 

(15) 
4,784 

38 

53 

30 

- 
5 4,905 

S (193) 

210 
98 

115 
- 

(44) 

45 

116 
- 

. -  

40 

(167) 
2) so 

$ 8,561 - 5 4,568 
1.281 

(593) 

- 
5,255 
1,312 

(6%) 

31 
5,945 
1,639 

- 

(714) 

15 
$ 6,885 
- 

$ 9.930 

S 10,735 

$11,681 

(I) $0.01 par velue. authorized - 800,000,WO shares; outstianding shares 408,915.305, 407,344,972 and 405,404.438 at December 31, 2008.2007 and 2006, 
respectively. 

(b) Comprehensive income, which includes net income and other compn~hensive income (loss), totaled approximately $1,512 mililon, $1,313 miillon and $1,491 
million for MOB, 2007 and 2006, respectlvely. 
Outstanding and unailocated shares held by the Employee Stock Ownership Pian (ESOP) 'Trust totaled approximately 7 million, 8 million and 9 miillon at 
December 31 2008,2007 and 2006, respectlveiy; the original number of shares purchased and held by the ESOP Trust was approximately 25 million shares, 

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements. 
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OPERATING REVENUE8 

FLORIDA POWER & LIGHT COMPANY 
CONSOLIDATEII STATEMENTS OF INCOME 

(millions) 

Years Ended December 31, 
2008 2007 2006 --- 

OPERATING EXPENSES 
Fuel, purchased power and interchange 
Other operations and maintenance 
Disallowed storm costs 
Storm cost amortization 
Depreciation and amortization 
Taxes other than income taxes 

Total operating expenses 

OPERATING INCOME 

OTHER INCOME (DEDUCTIONS) 
Interest expense 
Allowance for equity funds used during construction 
Interest income 
Other - net 

Total other deductions - net 

INCOME BEFORE INCOME TAXES 

INCOME TAXES 

NET INCOME 

--A $ 11,649 $ 11,622 $ 11 988 

6,749 
1,438 

64 
796 

6,726 
1,454 

74 
773 

7,116 
1,374 

52 
151 , 
787 

1,073 1,032 1,045 
--I 10,120 10,059 10525 
-- 

1,529 1,563 1 463 --A 

(334) (304) (278) 
35 23 21 

17 30 

1,232 1,287 1,226 

443 45 I 424 

- $ 789 $ 836 $ 802 

- - ~- 

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements. 
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FLORIDA POWER & LIGHT COMPANY 
CON!SOLIDA'TED BALANCE SHEETS 

(millions) 

ELECTRIC UTILITY PLANT 
Plant in service 
Nuclear fuel 
Construction work in progress 
Less accumulated depreciation and amortization 

Electric utility plant - net 

CURRENT ASSETS 
Cash and cash equivalents 
Customer receivables, net of allowances of819 and $13, respectively 
Other recelvables, net of allowances of $1 and $1, respectively 
Materials, supplies and fossil fuel Inventory - at average cost 
Regulatory assets: 

Deferred clause and franchise expenses 
Securitized storm-recovery costs 
Derivatives 

Total current assets 

Derivatives 
Other 

OTHER ASSETS 
Special use funds 
Prepaid benefit costs 
Regulatory assets: 

Securitized storm-recovery costs 
Deferred clause expenses 
Unamortized loss on reacquired debt 
Other 

Total other assets 
Other 

TOTAL ASSETS 

CAPITALIZATION 
Common shareholder's equity 
Long-term debt 

Total. capitalization 

CURRENT LIABILITIES 
Commercial paper 
Current maturities of long-term debt 
Accounts payable 
Customer deposits 
Accrued interest and taxes 
Regulatory liabilities -deferred clause and franchise revenues 
Derivatives 
Other 

Total cuknt liabilities 

OTHER LIABILITIES AND DEFERRED CREDITS 
Asset retirement obligations 
Accumulated deferred income taxes 
Regulatory llabllities: 

Accrued asset removal costs 
Asset retirement obllgationi regulatory expense dlflerence 
Other 

Total other liabilities and deferred credits 
Other 

COMMITMENTS AND CONTINGENCIES 

TOTAL CAPITALIZATION AND LIABILITIES 

December 31, 
2008 2007 

$ 26,497 
613 ~. 

1,862 
(1 0,189) 
18 783 I 

120 
796 
143 
563 

248 
64 

1,109 
4 

125 
3,172 

2.158 
968 

697 
79 
32 

133 
153 

4 220 - 
$ 26,175 

$ 8,089 
5,311 

13 400 I 

773 
263 
645 
570 
449 

11 
1,114 

598 
4,423 

1,743 
3,105 

2,142 
520 
218 
624 

8 352 1 

$ 26.175 - 

$ 25,585 
565 

1,101 
(1 0,081) 
17 170 I 

63 
807 
178 
583 

103 I 

59 
117 

260 
2 253 

a3 - 
& 

2,499 
907 

756 
121 
36 
72 

230 
4 621 1 

$ 24,044 

$ 7,275 
4,976 

12,251 

842 
24 1 
706 
53 1 
225 
18 

182 
531 

3,276 

1,653 
2,716 

2,098 
92 1 
235 
094 

8,517 

$ 24,044 - 
The accompanying Notes to Consolidated Financial statements are an integral part of these statements 
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FLOR!IDA POWER & LIGHT COMPANY 
CONSOLIDATED STATEMENTS OF CASH FLOWS 

(millions) 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net income 
Adjustments to reconcile net income to net cash provided by (used in) operating activities: 

Depreciation and amortization 
Nuclear fuel amortizatiori 
Recoverable storm-related costs 
Storm cost amortizatlon 
Deferred income taxes 
Cost recovery clauses and franchise fees 
Change in prepaid option premiums and derivative settlements 
Changes In operating assets and liabilities: 

Customer receivables 
Other receivables 
Material, supplies and fossil fuel inventory 
Other current assets 
Other assets 
Accounts payable 

' Customer deposits 
Margin cash collateral 
Income taxes 
Interest and other taxes 
Other current Ilabilities 
Other liabilities 

Other - net 
Net cash provided tiy operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES 
Capital expenditures 
Nuclear fuel purchases 
Proceeds from sale of securities in special use funds 
Purchases of securities In spedal use funds 
Other - net 

Net cash used In Investing activities 

CASH FLOWS FROM FINANCING ACTIVITIES 
Issuances of long-term debt 
Retirements of long-term debt 
Net change in short-term debt 
Capital contribution from FPL. Group 
Dividends 
Change in funds held for stom-recovery bond payments 

Net cash provided by finaridng activities 

Net increase (decrease) in cash and cash equivalents 
Cash and cash equivalents at beginning of year 
Cash and cash equivalents at end of year 

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION 
Cash paid for interest (net of amount capitalized) 
Cash paid (received) for Income taxes - net 

Years Ended December 31, --- 2008 2007 2006 

$ 789 $ 836 $ 802 

796 773 745 
106 83 89 
17 (3) (7:) 
64 74 

307 346 27 

11 

175 
9 

138 
(1 97) 

2.180 

(138) 
26 
41 

(2,234) (1,826) (1,763) 

1,454 I .978 2,673 
(1,512) (2.186) (2,738) 

(2,214) (2,427) (1.933) 

(133) (181) (105) 

(2) i -- 

57 (1) 8 
63 64- 56 

$ 120 $ 63 $ 64 
--- --- 
$ 320 $ 267 5 257 
$ (11) $ 246 $ 339 

The accompanying Notes to Consolidated Finan'cial Stateiments are an integral part of these statements. 
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FLORIDA POWER & LIGHT COMPANY 

(millions) 
CONSOLIDATED STATEMENTS OF COMMON SHAREHOLDER'S EQUITY 

Balances, December 31,2005 

Balances, December 31,2006 
Net income 

Net income 
Dividends to FPL Group 

Balances, December 31,2007 
Net income 
Capital contributions from FPL Group 
Dividends to FPL Group 

Balances, December 31,2008 

Common 
Stock fbJ 

$ 1,373 

1,373 

1,373 

$ 1,373 

(8) FPL's comprehensive Income Is the same as reported nmet Income. 
w) Common stock. no par value, 1,000 shares authorlzed, Issued and outstanding. 

Additional 
Paid-In Capital 

$ 4,318 

4,318 

4,318 

75 

$ 4,393 - 

Common 

Equity 
Retained Shareholdel's 
Earnings 

$ 1,046 $ 6,737 
802 - _ _  

1.848 $ 7 539 L 
836 

(1,100) 

789 
1,584 - $ 7,275 

(50) 
$ 2,323 $ 8,089 

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements. 

61 



FPL GROUP, INC. AND FLORIDA POWER 8, LIGHT COMPANY 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

Years Ended December 31,2008,2007 and 2006 

1. Summary of Significant Accounting alnd Reporting Policies 

Basis of Presentation - FPL Group, Inc.'s (FPL Group) operations are conducted primarily through its wholly-owned subsidiary 
Florida Power & Light Company (FPL) and its wholly-owned indirect subsidiary NextEra Energy Resources, LLC (NextEra 
Energy Resources) formerly known as FPL Energy, L1.C. FPL, a rate-regulated public utility, supplies electric service to 
approximately 4.5 million customer accounts throughout most of the east and lower west coasts of Florida. NextEra Energy 
Resources invests in independent power projects through both controlled and consolidated entities and non-controlling 
ownership interests in joint ventures essentially a11 of which are accounted for under the equity method. 

The consolidated financial statements of FPL lSroup and FPL include the accounts of their respective majority-owned and 
controlled subsidiaries. In September 2007, NextEra Energy Resources acquired Point Beach Nuclear Power Plant (Point 
Beach), a b u n i t ,  1,023 megawatt (mw) nuclear facility located in Wisconsin. Since the date of acquisition, Point Beach's 
results have been included in FPL Group's oonsolidat~sd financial statements. All significant Intercompany balances and 
transactions have been eliminated in consolidation. Certain amounts included in prior years' consolidated financial statemenp 
have been reclassified to conform to the curreni 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 results could differ from those estimates. 

hegolation - FPL is subjed to regulation by the IFlorida Public Service Commission (FPSC) and the Federal Energy Regulatory 
Commission (FERC). Its rates are designed to recover the cost of providing electric service to its customers including a 
reasonable rate of retum on invested capital. As a result of this cost-based regulation, FPL follows the accounting practices 
set forth in Statement of Financial Accountingi Standards No. (FAS)71, "Accounting for the Effects of Certain Types of 
Regulation." FAS 71 indicates that regulators cian create assets and impose liabilities that would not be recorded by non-rate 
regulated entitles. Regulatory assets and liabilities represent probable future revenues that will be recovered from or refunded 
to customers through the ratemaking process. 

Cost recovery clauses, which are designed to permit flrll recovery of certain costs and provide a retum on certain assets 
allowed to be recovered through the various clauses, include substantially all fuel, purchased power and interchange 
expenses, conservation and certain environmental-related expenses, certain revenue taxes and franchise fees. Beginning in 
2009, pre-construction costs and carrying charges on corlstruction costs for new nuclear capacity and costs incurred for FPL's 
proposed solar generating facilities will also be recovered through cost recovery clauses. Revenues from cost recovery 
clauses are recorded when billed: FPL achieves matchihgi of costs and related revenues by deferring the net underrecovery or 
overrecovery. Any underrecovered costs or overrecovered revenues are collected from or returned to Customers in 
subsequent periods. Although clause revenues and expenses do not significantly affect net income, the underrecoveries or 
overrecoveries can significantly affect FPL Group's and FPL's operating cash flows. 

In 2007, the FPSC denied FPL's need petition for two ultra super critical pulverized coal generating units in Glades County, 
Florida, In December 2008, the FPSC approved the recovery of approximately $34 million in pre-construction costs associated 
with these units over a fivayear period beginning January 2010. At December 31,2008 and 2007, these costs are reflected in 
regulatory assets - other arid other assets, respectively, on FPL Group's and FPL's consolidated balance sheets. 

If FPL were no longer sublect to cost-based rate regulal.ion, the regulatory assets and liabilities would be written off unless 
regulators specify an alternative means of recovery or refund. In addition, the FPSC has the authority to disallow recovery of 
costs that it considers excessive or imprudently incurred. The continued applicability of FAS 71 is assessed at each reporting 
period. 

' 

. 

Revenues and Rates - FPL's retail and wholesale utility 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 approximately $1 14 million and $1 I 9  
million at December 31, 2008 and 2007, respectively. FPL's operating revenues also include amounts resulting from cost 
recovery clauses (see Regulation), franchise flees, gross receipts taxes and surcharges related to the recovery of .storm 
restoration costs associated with hurricanes and storm-reinvery bonds (see Note 9 - FPL). Franchise fees and gross receipts 
taxes are imposed on FPL; however, the FPSC 4allows FF'L to include in the amounts charged to customers the amount of the 
gross receipts tax for all customers and the franchise amount for those customers located in the jurisdiction that imposes the 
fee. Accordingly, franchise fees and gross receipts taxes are reported gross in operating revenues and taxes other than 
income taxes on FPL Group's and FPL's consolidated statements of income and were approximately $781 million, $755 million 
and $773 million in 2008, 2007 and 2006, respectively. :FPL also collects municipal utility taxes which are reported gross in 
customer receivables and accounts payable on FPL Group's and FPL's consolidated balance sheets. 
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FPL GROUP, INC. AND FlLORlDA POWER 8, LIGHT COMPANY 
NOTES TO CONSOLIDATED1 FINANCIAL STATEMENTS (Continued) 

In 2005, the FPSC approved a stipulation and settlemerit agreement reganling FPL's retail base rates (2005 rate agreement), 
signed by FPL and all of the interveners in its 2005 base rate proceeding. FPL expects the 2005 rate agreement to be in effect 
through December 31, 2009; thereafter, it shall remain in effect until terminated on the date new retail base rates become 
effective pursuant to an FPSC order. 

The 2005 rate agreement provides that retail base rates will not increase during the term of the agreement except to allow 
recovery of the revenue requirements of any power plant approved pursuant to the Florida Power Plant Siting Act (Siting Act) 
that achieves commercial operation during the term of the 2005 rate agreement. Retail base rates increased approximately 
$86 million in 2007 when a 1,144 mw natural gas-tired plant at FPL's Turkey Point site (Turkey Point Unit No. 5) was placed in 
service on May 1, 2007. As approved by the FPSC, FF'L's retail base revenues will Increase in 2009 when two natural gas- 
fired combined-cycle units (West County Energy Cenler Units Nos. 1 and 2), each with approximately 1,220 mw of net 
generating capacity, are placed in service, which is expected to occur by the third quarter of 2009 and fourth quarter of 
2009. The 2005 rate agreement also has a rt?venue sharing mechanism, whereby revenues from retail base operations in 
excess of certain thresholds will be shared with custoniers on the basis (of two-thirds refunded to customers and one-third , 
retained by FPL. Revenues from retail base operations il l excess of a second, higher threshold (cap) will be refunded 100% to 
customers. The revenue sharing threshold and cap are established by increasing the prior year's threshold and cap by the 
sum of the following: (i) the average annual growth rate in retail kilowatt-hour (kwh) sales for the ten-year period ending 
December 31 of the preceding year multiplied by the prior year's retail base rate revenue sharing threshold and cap and (ii) the 
amount of any incremental base rate increases for power plants approved pursuant to the Siting Act that achieve commercial 
operation during the term of the 2005 rate agreement. The revenue sharing threshold and cap for 2009 are estimated to be 
$4,534 million and $4,713 million, respectively. 

Under the 2005 rate agreement, the accrual foir the refund associated with the revenue sharing mechanism is required to be 
computed monthly for each twelvemonth 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 thresholds will be exceeded. If so, an accrual is recorded 
each month for a portion cif the anticipated refund based on the relative percentage of year-to-date planned revenues to the 
total estimated revenues for the twelvemonth 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. Under the 2005 rate agreement, the annual refund (including interest) Is required to be paid 
to customers as a credit to their February electric bill. For the years ended December 31,2008, 2007 and 2006, there were no 

* refunds due to customers. 

Under the terms of the 20015 rate agreement: (i) FPL's el~sctric property depreciation rates are based upon the comprehensive 
depreciation studies it filed with the FPSC in March 2005; however, FPL. may reduce depreciation by up to $125 million 
annually, (ii) FPL has the ability to recover prudently inciJrred storm restoration costs, either through securitization provisions 
pursuant to the Florlda Statutes or through surcharges, and (iii) FPL will be allowed to recover through a cost recovery clause 
prudently incurred incremental costs associated with complying with an FPSC or FERC order regarding a regional 
transmission organization. 

FPL does not have an authorized regulatory return on cornmon equity (ROE) under the 2005 rate agreement for the purpose of 
addressing earnings levels. For all other regulatory purposes, FPL has an ROE of 11.75%. Under the 2005 rate agreement, 
the revenue sharing mechanism described above is the appropriate ;and exclusive mechanism to address earnings 
levels. However, if FPL's regulatory ROE, as reported to the FPSC in FPL's monthly earnings surveillance report, falls below 
10% during the term of the 2005 rate agreement, FPL may petition the FPSC: to amend its base rates. 

In November 2008, FPL notified the FPSC that it intends to initiate a base rate proceeding in March 2009. In the notification. 
FPL stated that it expects to request an $800 million to $950 million annual increase in base rates beginning on January 1, 
2010 and an additional annual base rate increase beginning on January 1, 2011. These amounts exclude the effects of 
depreciation, which depend in part on the results of a detailed depreciation study that FPL is currently finalizing. Further, FPL 
expects to request that the FPSC continue to allow FPL to use the mechanism for recovery of the revenue requirements of any 
new power plant approved pursuant to the Siting Act thiat was established in FPL's 2005 rate agreement. Hearings on the 
base rate proceeding are expected during the third quarter of 2009 and a final decision is expected by the end of 2009. The 
final decision may approve rates that are different from those that FPL will request. 

NextEra Energy Resources' revenue is recorded as electricity is delivered, which is when revenue is earned. NextEra Energy 
Resources' retail energy business records unbilled reverlues for the estimated amount of energy delivered to customers but 
not yet billed. Unbilled revenues are included in customer receivables and amounted to approximately $41 million and $26 
million at December 31,2008 and 2007, respectively. 
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FPL GROUP, INC. AND FlLORlDA POWER & LIGHT COMPANY 
NOTES TO CONSOLKIATECI FINANCIAL STATEMENTS (Continued) 

Electric Plant, Depreciation and Amortization - The cost of additions to units of property of FPL and NextEra Energy 
Resources is added to electric utility plant. In accordance with regulatory accounting, the cost of FPL's units of utility propem 
retired, less estimated net salvage value, is chzirged to accumulated depreciation. Maintenance and repairs of property as well 
as replacements and renewals of items determined to be less than units of utilit'y property are charged to other operations and 
maintenance (O&M) expenses. At December 31, 2008, the electric generating, transmission, distribution and general facilities 
of FPL represented approximately 45%, 13%, 38% and 4%, respectively, of FPL's gross investment in electric utility plant in 
service. Substantially all of FPL's properties are subject to the lien of FPL's mortgage, which secures most debt securities 
issued by FPL. A number of NextEra Energy Resources' generating facilities are encumbered by liens against their assets 
securing various financings. The net book value of NextlEra Energy Resources' assets serving as collateral was approximately 
$5.3 billion at December 31,2008. 

Depreciation of FPL's electric property is primarily provided on a straight-line average remaining life basis. FPL includes in 
depreciation expense a provision for fossil plant dismanilement and nuclear plant decommissioning (see Decommissioning of 
Nuclear Plants, Dismantlement of Plants and Other Accrued Asset Removal Costs). For substantially all of FPL's property, 
depreciation studies are performed and filed wiith the FF'SC at least every four years. Pursuant to the 2005 rate agreement, 
FPL implemented new depreciation rates on January 1, 2006 based on depreciation studies filed with the FPSC in March 
2005. Under the 2005 rate! agreement (see Revenues and Rates), FPL reduced depreciation by $125 million annually in 2008, 
2007 and 2006. The weighted annual compo!jite depreciation rate for FPL's electric piant in service, including capitalized 
software, but excluding the effects of decommissioning, dismantlement arid the depreciation adjustments discussed above, 
was approximately 3.6%, 3,.6% and 3.7% for 2008, 2007 and 2006, respectively. NextEra Energy Resources' electric plants in 
service less salvage value, if any, are depreciated primarily using the straight-line method over their estimated useful 
lives. NextEra Energy Resources' effective depreciation rates, excluding decommissioning, were 4.3%, 4.4% and 4.1 % for 
2008,2007 and 2006, respectively. 

Nuclear Fuel - FPL lease!! nuclear fuel for all four of it!j nuclear units. FF'L Group and FPL consolidate the lessor entity in 
accordance with Financial Accounting Standards Board (FASB) Interpretation No. (FIN) 46, "Consolidation of Variable Interest 
Entities," as revised (FIN 46(R)). See Note 9 - IFPL. 

NextEra Energy Resources' nuclear units have several contracts for the  supply, conversion, enrichment and fabrication of 
nuclear fuel. See Note 15 .- Contracts. NextEra Energy liesources' nuclear fuel costs are charged to fuel expense on a unit of 

Construction Acfiviv- Allowance for funds usedl during cimstruction (AFUDC) is a non-cash item which represents the allowed 
cost of capital, including an ROE, used to finance FPL construction projects. The portion of AFUDC attributable to borrowed 
funds is recorded as a reduction of interest expense arid the remainder is recorded as other income. FPSC rules limit the 
recording of AFUDC to projects that cost in excess of 0.5% of a utility's plant in service balance and require more than one 
year to complete. FPSC rules allow construction projecits below the 0.5?4 threshold as a component of rate base. During 
2008, 2007 and 2006, AFUDC was capitalizcsd at a ,rate of 7.65%, 7.42% and 7.42%, respectively, and amounted to 
approximately $53 million, $36 million and $32 million, respectively. See Note 15 - Commitments. 

FPL's construction work in progress includes construction materials, progress payments on major equipment contracts, third 
party engineering costs, AFUDC and other costs directly associated with the construction of various projects. Upon completion 
of the projects, these costs are transferred to electric utility plant in service. At December 31, 2008 and 2007, FPL recorded 
approximately $1 94 million and $1 88 million, respectively, of construction accruals, which are included in other current liabilities 
on FPL Group's and FPL's lconsolidated balance sheets. 

NextEra Energy Resources; capitalizes project clevelopment costs once it is probable that such costs will be realized through 
the ultimate construction of a power plant. rU Deceniber31, 2008 and 2007, NextEra Energy Resources' capitalized 
development costs totaled approximately $40 miillion and $26 mlllion, respectively, which are included in other assets on FPL 
Group's consolidated balance sheets. These costs include land rights and other third party costs directly associated with the 
development of a new project. Upon commencement of construction, these costs either are transferred to construction work in 
progress or remain in other assets, depending upon the nature of the cost. Capitalized development costs are charged to 
O&M expenses when recoverability is no longer probable. 

NextEra Energy Resources' construction work in progress, includes construction materials, prepayments on turbine generators, 
third party engineering costs, capitalized interest and other costs directly associated with the construction and development of 
the project. Interest capitalized on construction1 projects amounted to $55 million, $39 million and $17 million during 2008, 
2007 and 2006, respectively. NextEra Energy Resources' interest expense is based on a deemed capital structure of 50% 
debt for operating projects and 100% debt for projects under construction. Upon commencement of plant operation, costs 
associated with construction work in progress; are trailsferred to electric utility plant in service and other property. At 
December 31, 2008 and 2007, NeaEra Energy Resources recorded approximately $74 million and $106 million, respectively, 
of construction accruals, whiich are included in other current liabilities on FPL Group's consolidated balance sheets. 

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

Asset Retirement Obligations - FPL Grwp and FPL e<ach account for asset retirement obligations and conditlonal asset 
retirement obligations (collectively, AROs) under FAS 143, "Accounting for Asset Retirement Obligations" and FIN 47, 
"Accounting for Conditional Asset Retirement Obligations " See Note 14. 

Decommissioning of Nuclear Plants, Dismantlement of Plants and Other Accrued Asset Removal Costs - The components of 
FPL Group's and FPL's decommissioning of nulclear plat&, dismantlemeni of plants and other accrued asset removal costs 
are as follows: 

FPL 
lnterlm Removal 

Nuclear 
Decommlsslonlng 

OecemberJ1, 
2008 2007 - -- 

AROs $ 1,713 $ 1,624 
Less capitallzed ARO asset net of accumulated 

Accrued asset removal costa (* 176 201 
Asset retirement obllgatlon re~ulatmy expense 

depreciation 52 54 

Fossil - Dlsrnantlement 
December 31, - 

2008 2007 -- - 
$ 26 $ 24 

8 8 
306 265 

25 34 -- - 

costs 
and Other 

December 31, 
2008 2007 

(milllons) 

- 
-- - 
$ 4 s  5 

1 
1.660 1,612 

NextEra Energy 
Resources 

December 31, 
2008 2007 -- 

S 540 $ 504 

. .  
485 a87 - -- dlfferenca "' ~ 

other accrued asset removal costs 
Accrued decommissloning, dismantlement and 

$ 2,332'b) $ 2,Edb1 $ 349") $ 335"' $ 1,883"' $ 1,817"' J 540 $ 504 - -- 

FPL Group 
December 31, -- 2008 2007 

S 2,283 J 2,157 

61 62 
2,142 2,088 

-- 520 921 

$ 4.884 $ 5,114 

(0) 

(bl 
Regulatory ilablllty on FPL Group's and FPL's consolidated balance sheets. 
Represents total amount accrued for ratemaking purposes. 

FPL - For ratemaking purposes, FPL accrues far the cost of end of life retirement and disposal of its nuclear and fossil plants 
over the expected sewice life of each unit based on nuclear decommissiorling and fossil dismantlement studies periodically 
filed with the FPSC. In addition, FPL accrues for interim removal costs over the life of the related assets based on 
depreciation studies apprcmd by the FPSC. For financial reporting purposes, FPL recognizes decommissioning and 
dismantlement liabilities In accordance with FAS 143 and FIN 47. Any differences between expense recognized under FAS 
143 and FIN 47 and the amount recoverable through rates are reported as a regulatory liability in accordance with FAS 
71. See Electric Plant, Depreciation and Amortization and Note 14. 

Nuclear decommissioning studies are performed at least every five years and are submitted to the FPSC for approval. FPL 
filed updated nuclear decommissioning studies with the FPSC in December 2005. These studies reflect FPL's current plans, 
under the operating licenses, for prompt dismantlement of Turkey Point Units Nos. 3 and 4 following the end of plant operation 
with decommissioning activities commencing in 2032 and 2033, respectively, and provide for St. ' Lucie Unit No. 1 to be 
mothballed beginning in 2036 with decommissioning activities to be integrated with the prompt dismantlement of St. Lucie Unit 
No. 2 at the end of its useful life in 2043. These studies also assume that FPL will be storing spent fuel on site pending 
removal to a US. government facility. The studies indicate FPL's portion of the ultimate costs of decommissioning its four 
nuclear units, including costs associated with !spent fuel storage, to be approximately $10.9 billion. FPL's portion of the 
ultimate cost of decommissioning its four units, expressed in 2008 dollars, is estimated by the studies to aggregate $2.3 billion. 

During 2008, with respect to costs associated with nuclear decommissioining, FPL recognized approximately $89 million 
related to ARO accretion expense, approximately $2 inillion related to depreciation of the capitalized ARO asset and 
approximately $91 million to adjust the total accrual to reflect the suspension of an annual decommissioning accrual by the 
FPSC effective in 2005. During 2007, with respect to costs associated with nuclear decommissioning, FPL recognized 
approximately $84 million related to ARO accretion expense, approximately $2 million related to depreciation of the capitalized 
ARO asset and approximately $86 million to adjust the total accrual to reflect the suspension of the annual decommissioning 
accrual. During 2006, with respect to costs associated with nuclear decommissioning, FPL recognized approximately $80 
million related to ARO accretion expense, apprciximately $2 million related KO depreciation of the capitalized ARO asset and 
approximately $82 million to adjust the total accrual to refleict the suspenslon of the annual decommissioning accrual. 

. 
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Restricted trust funds for the payment of future expenditures to decommission FPL's nuclear units are included in nuclear 
decommissioning reserve funds, which are included in special use funds on FPL Group's and FPL's consolidated balance 
sheets. Consistent with regulatory treatment, marketable securities helcl in the decommissioning funds are classified as 
available for sale and are carried at market value with market adjustments, including any other-than-temporary impairment 
losses, resulting in a corresponding adjustment to the related regulatory liability accounts. See Note 10. Contributions to the 
funds were suspended in 2005. Fund earnings, net d taxes, are reinvested in the funds. Earnings are recognized as 
income/loss and an offset is recorded to mflect a corresponding increaseldecrease in the related regulatory liability 
accounts. As a result, there is no effect on net income. The tax effects of amounts not yet recognized for tax purposes are 
included in accumulated deferred income taxes. 

FPCs latest fossil fuel plant dismantlement studies became effective January 1, 2007 and indicate that FPL's poftion of the 
ultimate cost to dismantle its fossil units is $707 million. FPL's next fossil fuel plant dismantlement study IS required to be filed 
with the FPSC concurrently with its next depreciation study in March 2009. During 2008, with respect to costs associated with 
fossil dismantlement, FPL recognized approxiimately $2 million related to ARO accretion expense and depreciation of the . 
capitalized ARO asset and approximately $13 million related to the non-legal obligation included in accrued asset removal 
costs, which equaled the $15 million accrual approved by the FPSC for dismantlement expense (included in depreciation and 
amortization expense in FPL Group's and FPL's consolidated statements of income). During 2007, with respect to costs 
associated with fossil dismantlement, FPL recognized approximately $2 million related to ARO accretion expense and 
depreciation of the capitalized ARO asset, approximately $14 million related to the non-legal obligation included in accrued 
asset removal costs and approximately $1 million credit io adjust the total accrual to the $15 million approved by the FPSC for 
dismantlement expense (included in depreciation and amortibation expense in FPL Group's and FPL's consolidated statements 
of income). During 2006, with respect to costs associated with fossil dismantlement, FPL recognized approximately $1 million 
related to ARO accretion expense and depreciation of this capitalized ARO asset, approximately $17 million related to the non- 
legal obligation included in accrued asset removal costs and approximately $1 million to adjust the total accrual to the $19 
million approved by the FPSC for dismantlement expense (included in depreciation and amortization expense in FPL Group's 
and FPL's consolidated statements of income). 

NextEra Energy Resources - NextEra Energy Resources records nuclear decommissioning liabilities for Seabrook Station 
(Seabrook), Duane Amold Energy Center (Duane Arnold) and Point Beach in accordance with FAS 143 and FIN 47. See 
Note 14. At December 31, 2008 and 2007, NextEra Energy Resources' ARO related to nuclear decommissioning totaled 
approximately $487 million and $456 million, respectively, and was determined using various internal and external 
data. NextEra Energy Resources' portion of the ultirnate cost of decommissioning its nuclear plants, including costs 
associated with spent fuel storage, is approximately $6.6 billion, or $1.4 billion expressed in 2008 dollars. The liability is being 
accreted using the Interest method through the date decammissioning activities are expected to be complete. 

Seabrook's decommissioning funding plan is based on a comprehensive nuclear decommissioning study filed with the New 
Hampshire Nuclear Decommissioning Financing Commitlee (NDFC) in 2007 and is effective for four years. There are ongoing 
minimum decommissioning funding requirements for Duane Arnold and Point Beach with the U.S. Nuclear Regulatory 
Commission (NRC), which NextEra Energy Resources either meets or intends to meet in the form of a guarantee for each 
plant. NextEra Energy Resources' portion of !3eabrook's, Duane Arnold's and Point Beach's restricted trust funds for the 
payment of future expenditures to decommission these plants is included in nuclear decommissioning reserve funds, which are 
included in special use funds on FPL Group's ccinsolidated balance sheets. Marketable securities held in the decommissioning 
funds are classified as available for sale and are carned at market value. Market adjustments result in a corresponding 
adjustment to other comprehensive income (OCl), except for unrealized losses associated with marketable securities 
considered to be other-than-temporary, which are recognized as an expense in FPL Group's consolidated statements of 
income. Fund earnings are recognized in income and are reinvested in the funds either on a pretax or after-tax basis. See 
Note I O .  The tax effects of amounts not yet recognized for tax purposes are included in accumulated deferred income taxes. 

Major Maintenance Costs - FPL uses the accrue-in-advance method for recognizing costs associated with planned major 
maintenance, in accordance with regulatory treatment. and records the related accrual as a regulatory liability. NextEra 
Energy Resources uses the deferral method to account for certain planned major maintenance costs. 

FPL's estimated nuclear maintenance costs for each nudear 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. Any difference between the estimated and actual costs is 
included in O&M expenses when known. The accrued liability for nuclear maintenance costs at December 31,2008 and 2007 
totaled approximately $58 million and $39 million, respectively, and is included in regulatory liabilities - other. For the years 
ended December 31, 2008, 2007 and 2006, FPL remgnized approximately $75 million, $77 million and $72 million, 
respectively, in nuclear maintenance costs which are included in O&M expenses in FPL Group's and FPL's consolidated 
statements of income. 

. 
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NextEra Energy Resources' major maintenance costs fix its combustion iurbines are capitalized and amortized on a unit of 
production method over the period from the end of tho last outage to the beginning of the next planned outage. NextEra 
Energy Resources' major maintenance costs for its nuclear generating units are capitalized and amortized on a straight-line 
basis over the period from the end of the last olutage to the beginning of the next planned outage. NextEra Energy Resources' 
deferred major maintenance costs, net of accumulated amortization, totaled approximately $81 million and $47 million at 
December 31,2008 and 2007, respectively, and are included in other assets. For the years ended December 31,2008,2007 
and 2006, NextEra Energy Resources recognized appro.rtimately $57 million, $43 million and $49 million in major maintenance 
costs which are included in O&M expenses in FPL Group's consolidated statements of income. 

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

Restricted Cash -At December 31,2008 and 2007, FPL Group had approximately $140 million ($40 million for FPL) and $146 
million ($58 million for FPL), respectively, of restricted cash included in other current assets on FPL Group's and FPL's 
consolidated balance sheets, essentially all of which is restricted for margin cash collateral, debt service and escrow 
payments. Where offsetting positions exist, rlsstricted cash related to margin cash collateral is netted against derivative 
instruments. See Note 3. 

Allowance for Doubtful Accounts - FPL maintains an accumulated provision for uncollectible customer accounts receivable 
that is estimated using a percentage, derived from historical revenue and write-off trends, of the previous five months of 
revenue. Additional amounts are included in the provision to address specific items that are not considered in the calculation 
described above. NextEra Energy Resources iregularly reviews collectibility of its receivables and establishes a provision for 
losses estimated as a percentage of accounts receivablis based on the historical bad debt write-off trends for its retail energy 
business and, when necessary, using the specifc identification method for ell other receivables. 

lnventory - FPL values materials, supplies and fossil fu~sl inventory using a weighted-average cost method. NextEra Energy 
Resources' materials, supplies and fossil fuel inventories are carried at the! lower of weighted-average cost or market, unless 
evidence indicates that the weighted-average cost (even if in excess of market) will be recovered with a normal profit upon sale 
in the ordinary course of business. 

Energy Trading - FPL Group provides full energy and capacity requirements services primarily to distribution utilities, which 
include load-following services and various aniillaty services, in certain markets and engages in energy trading activities to 
optimize the value of electricity and fuel contracts and generating facilities, as well as to take advantage of expected favorable 
commodity price movements. Trading contracts that meet the definition of a derivative are accounted for at market value and 
realized gains and losses from all trading contracts, including those where physical delivery is required, are recorded net for all 
periods presented. See Note 3. 

lmpainnent of Long-Lived Assets - FPL Group evaluates on an ongoing basis the recoverability of its assets for impairment 
whenever events or changes in circumstances indicate that the carrying amount may not be recoverable as described in 
FAS 144, "Accounting for the Impairment or Disposal of Long-Lived Assets." See Note 5. 

Goodwill and Other lntangrble Assets - FPL Group's goodwill and other intangible assets are as follows: 

. 

Goodwill: 
Merchant reporting unit 
Wind reporting unit 

Total goodwill 

Other intangible assets: 
Purchase power agreements 
Customer lists 
Other, primarily transmission and land rights, permits and licenses 

Total 
Less accumulated amortization 
Total other intangible assets - net 

Weighted Average 

(Years) 
Useful Lives December 31, 

2008 2007 
(millions) 

Ib 72 Ib 72 

-- 

38 17 -- 
$ 110 $ 89 - 

17 
8 

28 

$ 70 $ 68 
28 28 

105 87 
203 183 
-- 
6 5  - 51 
$ 138 $ 132 - 
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NextEra Energy Resources has recorded goodwill in its merchant reporting unit related to the acquisition of Gem Cop. in 
2005 and in its wind reporting unit related to the acquisition of a wind inodeling and analysis business in 2006 and two 
Canadian wind projects in 2008. The acquisitions were accounted for using the purchase method of accounting. NextEra 
Energy Resources' other intangible assets are amortized, primarily on a straight-line basis, over their estimated useful 
lives. For the years ended December31, 20019. 2007 and 2006, amortlzation expense was approximately $13 million, $12 
million and $12 million, respectively, and is expected to be approximately $13 million, $12 million, $11 million, $10 million and 
$7 million for 2009,2010,2011,2012 and 2013, respectively. 

NextEra Energy Resources' goodwill and other intangible assets are included in other assets on FPL Group's consolidated 
balance sheets. In accordance with FAS 142, "Goodwill and Other Intangible Assets," goodwill is assessed for impairment at 
least annually by applying a fair value-based test. Other intangible assets are periodically reviewed when impalrment 
indicators are present to assess recoverability fimm future operations using undiscounted future cash flows in accordance with 
FAS 144. 

Stock-Based Compensation - FPL Group accounts for share-based payment transactions based on grant-date fair value in 
accordance with FAS 123(H), "Share-Based Payment." See Note 12 - Stock-Based Compensation. 

Retirement of Long-Term Debt - Gains and losses that result from differences in FPL's reacquisition cost and the book value 
of long-term debt which is iretired are deferred 2nd amorlized to interest expense ratably over the remaining life of the original 
issue, which is consistent with its treatment in the ratemaking process. FPL Group Capital Inc (FPL Group Capital) recognizes 
such differences as other iricome (deductions) at time of retirement. 

lncome Taxes - Deferred income taxes are provided on all significant temporary differences between the financial statement 
and tax bases of assets and liabilities. In connection with the tax sharing agreement between FPL Group and its subsidiaries, 
the income tax provision at each subsidiary reflects the use of the "separate retum method,'' except that tax benefits that could 
not be used on a separate return basis, but are used on the consolidated tax return, are recorded by the subsidiary that 
generated the tax benefits. Any remaining coinsolidatetl income tax beneffis or detriments are recorded at the corporate 
level. Included in other regulatory assets on FPL Group'!; and FPL's consolidated balance sheets is the revenue equivalent of 
the difference in accumulated deferred income iaxes computed under FAS 109, "Accounting for Income Taxes," as compared 
to regulatory accounting rules. This amount totaled $92 inillion and $61 million at December 31, 2008 and 2007, respectively, 
and is being amortized in accordance with the regulatory treatment over the estimated lives of the assets or liabilities for which 
the deferred tax amount was initially recognized. Investment tax credits (ITCs) for FPL are deferred and amortized to income 
over the approximate lives of the related propwty in accordance with the regulatory treatment. At December 31, 2008 and 
2007, deferred ITCs were approximately $16 million and !631 million, respectively, and are included in other regulatory liabilities 
on FPL Group's and FPL's consolidated balance sheets. NextEra Energy Resources recognizes ITCs as a reduction to 
income tax expense when the related energy property is placed into service. Production tax credits (PTCs) are recognized as 
wind energy is generated and sold based on a per kwh rate prescribed in applicable federal and state statutes. PTCs 
generated by certain wind operations of NextEra Energy Resources are irecorded as a reduction of current Income taxes 
payable, unless limited by tax law in which instance they are recorded as deferred tax assets. A valuation allowance is 
recorded to reduce the carrying amounts of deferred tax assets unless it is more likely than not that such assets will be 
realized. All tax positions taken by FPL Group in its income tax returns that are recognized in the financial statements must 
satisfy a more-likely-than-not threshold establlished under FIN 48, "Accounting for Uncertainty in Income Taxes - an 
interpretation of FASB Statement No. 109." See Note 6. 

Guarantees - FPL Group and FPL each account for paynent guarantees and related contracts, for which it or a subsidiary is 
the guarantor, under FIN 45, "Guarantor's Accounting and Disclosure Requirements for Guarantees Including Indirect 
Guarantees of Indebtedness of Others," which requires that the fair value of guarantees provided to unconsolidated entities 
entered into after December 31,2002 be recorded on the balance sheet. See Note 15 - Commitments. 

Variable Merest Entities (VIES) - FIN 46(R) requires FPL Group and FPL to assess the variable interests they hold and 
determine if those entities are VIES. See Note 9. 

. 
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2. Employee Retirement Benefits 

Employee Benem Plans end Other Postretirement Plaii - FPL Group sponsors a qualified noncontributory defined benefit 
pension plan for substantially all employees of FPL Group and its subsidiaries, including Point Beach since September 
2007. FPL Group allocates net periodic pension benefit income to its subsidiaries based on the pensionable earnings of the 
subsidiaries' employees. FPL Group also has a supplemental executive retirement plan (SERP), which includes a non- 
qualified supplemental defined benefit pension component that provides benefits to a select group of management and highly 
compensated employees. FPL Group allocates net pe!riodic SERP benefit costs to its subsidiaries based upon actuarial 
calculations by participant. The impact of this SERP component is included within pension benefits in the following tables, and 
was not material to FPL Group's financial statements for the years ended December 31, 2008, 2007 and 2006. In addition to 
pension benefits, FPL Group sponsors a contributory postretirement plan for health care and life insurance benefits (other 
benefits) for retirees of FPL Group and its subsidiaries' meeting certain eligibility requirements. FPL Group allocates other 
benefits net periodic benefit costs to its subsidiaries based upon the number of eligible employees at each subsidiary. 

Implementation of FAS 158, "Employers' Accounting for Defined Benefit Pension and Other Postretirement Plans" - FPL 
Group adopted the recognition and disclosure provisions of FAS 158 effective December 31, 2006 and the measurement date 
provisions of FAS 158 effective December 31, 2008. Prior to 2008. FPL Group used a measurement date of 
September 30. In lieu of remeasuring plan assets and obligations as of January 1, 2008, FPL Group elected to calculate the 
net periodic benefit (income) cost for the fifteen-month period from September 30, 2007 to December 31, 2008 using the 
September 30, 2007 measurement date. Upcln adoptilon of the measurement date provisions, FPL Group recorded an 
adjustment to increase 2008 beginning retained earnings by approximately $1 3 million representing thr8e-fifteenths of net 
periodic benefit (income) cmt  for the fifteen-month perilxi from September 30, 2007 to December 31, 2008. Included in the 
adjustment to retained earnings is approximately $1 million related to the reduction in accumulated other comprehensive 
income (AOCI) and approximately $3 million related to thl8 reduction in net regulatory liabilities. 

Since FPL Group is the plan sponsor, and its subsidiaries do not have separate rights to the plan assets or direct obligations to 
their employees, the results of implementing all provisions of FAS 158 are reflected at FPL Group and not allocated to the 
subsidiaries. The portion of previously unrecognized actuarial gains and losses, prior service costs or credits and transition 
assets or obligations related to the recognition provision d FAS 158 that were estimated to be allocable to FPL as net periodic 
benefit (income) cost in future periods and that otherwise would have been recorded in AOCl were classified as regulatory 
assets and liabilities at FPL Group in accordance with regulatory treatment. In addition, adjustments to AOCl as a result of 
implementing the measurement date provisions; of FAS 158 that were estimated to be allocable to FPL were recorded as an 
adjustment to the previously established regulatory assets and liabilities. 

' 
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Plan Assets, Benefit Obligations and Funded Status - The changes in assets and benefit obligations of the plans and a 
reconciliation of the plans' funded status to the ;amounts Ion the consolidated balance sheets are as follows: 

Pension Benefits Other Benefits -- 2008 2007 -- 2008 2007 
(millions) 

Change in plan assets: 
Fair value of plan assets at October 1 of prior year 

Actual return on plan assets 
Employer contributions (.) 
Transfers for retiree medical expenses 
Acquisitions 
Participant contributions 
Benefit payments (*I 

respectively 
Fair value of plan assets at December 31.2008 and September 30,2007, 

Change in benefit obligation: 
bbllgatlon at October. 1 of prior year 

Service cost 
Interest cost 
Participant contributions 
Plan amendments la) 

Acquisitions 
Actuarial gains - net 
Benefit payments 

Obligation at December 31, 2008 and September 30,2007, respectively(d) 

Funded status at December 31,2008 and September 30, 2007, respectively 
Other 
Prepaid (accrued) benefit cmt at FPL Group at IDecember 31 
Prepaid (accrued) benefit cost at FPL at December 31 

$ 3,577 $ 3,243 
(873) 445 

(54) (26) 
33 

(147) (118) 

$ 2,503 $ 3,577 -- 

$ 49 $ 48 
(1 5) 6 
35 27 

8 5 '  
(48) (37) 

$ 29 $ 49 - 
$ 1,652 $ 1,621 $ 406 $ 425 

67 50 7 5 
127 94 31 24 

8 5 

5 
12 (1 1 

42 
(107) ( 3 6  (37) (27) 
(147) (118) (48) (37) 

$ 1,604 $ 1,652 $ 367 $ 406 -- -- 
$ 899 $ 1,925 $ (338) $ (357) 

1281 A -- -- 
$ 899 $ 1,697 $ (338) $ (349) 
$ 961 $ 901 $ (286) $ (286) 
-- -- 

(I) Employer contrlbutlons and benefits paid include only those amounts contrlbuted directly to, or paid directly fmm, pian assets. FPL's portion of contributions 
related to other benefits was 832 million and $25 million br the 2008 and 2007 pian years presented, respectively. 

(b) Represents amounts that wnre transferred from the qluaiifled pension plan as reimbursement for eiigiMe retiree medical expenses paid by FPL Group 
pursuant to the provlslons of the internal Revenue Code (IRC). 

(C) Primarily relates to union negotiated credits, IRC transfeis and varloiis SERP amendments. 
(d) FPL Group's accumulated bene% obligation, which lnciiudes no asfrumption about future compensation ievds, for its pension plans at December 31, 2008 

and September 30,2007 was $1,559 million and $1,601 million. respectively. 

FPL Group's and FPL's prepaid (accrued) benefit cost shown above are included In the consolidated balance sheets as 
follows: 

FPL Group FPL -- 
Pension Benefits Other Benefits Pension Benefits Other Benefits 
2008 2007 2008 2007 2008 2007 2008 2007 

(millions) 

--- ---- -- -- -- 
Prepaid benefit costs 
Accrued benefit cost included in other 

current liabilities 
Accrued benefit cost included in other 

liabilities 
Prepaid (accrued) benefit cost at 

December 31 

. 
$ 914 $1,911 $ - $  - $ 968 $ 907 $ - $  - 

(1 1 (1) (29) (30) (1) (1 1 (24) (25) 

3) (13) (309) (319) (6) (5) (262) (261) 

$ 899 $ 1,897 $ (338) $ (349) $ 961 $ 901 $ (286) $ (286) 

- - 
-- -- -- 
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FPL Group's unrecognized amounts included in accumulated other comprehensive income (loss) yet to be recognized as 
components of prepaid (accrued) benefit cost are as follows: 

Pension Benefits Other Benefits 
2008 2007 2008 2007 

(millions) 
---- 

Components of AOCI: 
Unrecognized prior service benefit (cost) (net of $1 tax benefit in 2008) $ ( 1 ) s  1 $ - $  - 

respectively) (1 1 (2) 

and $2 tax benefit, respectively) (27) 142 4 2 

Unrecognized transition obligation (net of $1 ,and $1 tax benefit, 

Unrecognized gain (loss) (net of $17 tax benefit, $90 tax expense, none 

$ (28)''' $ 143 $(bl , -- Total 

la) Approximately $7 million of gains and $1 million of prior !servica bentrfits will be reclassified into earnings within the next I 2  months. 
(b) Approximately $1 mllllon of transition obligations will be crclassifled into earnings within the next 12 months. 

FPL Group's unrecognized amounts included in regulatory assets (liabilities) yet to be recognized as components of net 
prepaid (accrued) benefit cost are as follows: 

Regulatory Assets 
(ILiabilities) Regulatory Assets 
(Pension) (SERP and Other) 

2008 2007 2008 2007 
(millions) 
- - -- - 

Unrecognized prior service (benefit) cost 
Unrecognized transition obligation 
Unrecognized (gain) loss 
Total 

$ 6 $ (7) $ 2 $  2 

(4) - 11 14 
10 

$ 9" $ 26 
1'13 (714) 

$ 119"' $ (721) -- I 

1.) Approximately $3 mllllon of prior service benefits and $lf i  rnlllon of gains wlll be reclassified into earnings within the next 12 months. 
(b) Approximately $2 mllllon of transition obligations will be noclassified Into earnings within the next 12 months. 

The following table provides the weighted-average assuimptions used to determine benefit obligations for the plans. These 
rates are used in determining net periodic benefiit cost in the following year. 

Pension Benefits Other Benefits 
2008 2007 2008 2007 - -  - -  

Discount rate 
Rate of compensation increase 

6.90% 6.25% 
4.00% 4.00% 

6.90% 6.35% 
4.00% 4.00% 

A 7.00% annual rate of increase in the per capita cost of covered medical benefits and a 9.00% annual rate of increase in the 
per capita cost of covered prescription drug benefits were assumed for 2009. The rates are assumed to decrease gradually to 
5.50% by 2015 for medical and prescription drug benefits, and remain at that level thereafter. Assumed health care cost trend 
rates have an effect on the amounts reported far postretirement plans providing health care benefits. An increase or decrease 
of one percentage point in assumed health care cost trend rates would have a corresponding effect on the other benefits 
accumulated obligation of approximately $5 million and $4 million, respectively, at December 31, 2008. 

FPL Group's current investment policy for the pension plan recognizes the benefit of protecting the plan's funded status, 
thereby avoiding the necessity of future employer contributions. Its broad objectives are to achieve a high rate of total return 
with a prudent level of risk taking while maintaining sufficient liquidity and diversification to avoid large losses and preserve 
capital over the long term. 

FPL Group's pension plan fund has a strategic asset allocation that currently targets a mix of 45% equity investments, 45% 
fixed income investments and 10% convertible bonds. The fund's investment strategy emphasizes traditional investments, 
broadly diversified across the global equity and fixed income markets, using a combination of different investment styles and 
vehicles. The pension fund's equity investments include direct equity holdings and assets classified as equity commingled 
vehicles. Similarly, its fixed income investments include direct debt security holdings and assets classified as debt security 
commingled vehicles. These equity and debt security commingled vehicles include common and collective trusts, pooled 
separate accounts, registered investment companies or other forms of pooled investment arrangements. 
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With regard to its other benefits plans, FPL Group's policy is to fund clairns as incurred during the year through FPL Group 
contributions, participant contributions and plan assets. The other benefits plans' assets are invested with a focus on assuring 
the availability of funds to pay benefits while maintaining sufficient diversification to avoid large losses and preserve 
capital. The other benefits plans' fund has a strategic asset allocation that currently targets a mix of 60% equity investments 
and 40% fixed income investments. The fund's, investment strategy emphasizes traditional investments, diversified across the 
global equity and fixed iincome markets. The fund's equity investments are comprised of assets classified as equity 
commingled vehicles. Similarly. its fixed income investments are comprised of assets classified as debt security commingled 
vehicles. These equity and debt commingled vehicles include common and collective trusts, pooled separate accounts, 
registered investment companies or other forms of pooled investment arrangements. 

At December 31, 2008 and September 30, 2007, the asset allocation for FPL Group's pension and other benefits funds were 
as follows: 

Asset Category 
Equity 
Equity commingled vehicles 
Debt securities 
Debt security commingled ivehicles 
Convertible bonds 
Total 

Other Benefits 
Pension Fund Fund ---- 2008 2007 2008 2007 t 

11% 11% -% -% 
26 34 57 62 
31 27 
23 18 43 38 
9 10 - --- - 100% 100% 100% 9% 

Expected Cash Flows - FFL Group anticipates paying approximately $29 rnkllion for eligible retiree medical expenses on behalf 
of the other benefits plan during 2009 with sutlstantially all amounts being reimbursed through a transfer of assets from the 
qualified pension plan. 

The following table provides information about benefit payments expected to be paid by the plans, net of government drug 
subsidy, for each of the following calendar years: 

Pension Other 
Benefits Benefits 

(millions) 

2009 $ 150 $ 32 
201 0 $ 150 $ 31 
201 1 $ 155 $ 30 
2012 $ 159 $ 28 
201 3 . $ 161 $ 27 
201 4-201 8 $ 703 $ 138 

Net Periodic Cost - The components of net periodic'benefit (income) cost for the plans are as follows: 

Service cost 
Interest cost 
Expected return on plan assets 
Amortization of transition obligation 
Amortization of prior service benefit 
Amortization of gains 
Other 
Net periodic benefit (income) cost at FPL Group 
Net periodic benefit (income) cost at FPL 

Pension Benefits Other Benefits 
2008 2007 2006 2008 2007 2006 

(millions) 
- - - - - -  

$ 50 $ 51 
94 86 

(221) (213) 

(4) (5) 
(1 8) (1 6) 

$ 5  
25 
(3) 
4 

$ 5 $ 6  
24 23 

(3) 
4 

(3) 
4 

2 
$ 30 $ 32 
$ 25 $ 20 

- -  - -  - -  
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Other Comprehensive Income - The components of ne1 periodic benefit inlcome (cost) recognized in OCI for the plans are as 
follows: 

Pension Benefits Other Benefits ---- 2008 2007 2008 2007 
(millions) 

Prior service cost (net of $1 tax benefit for 2008) $ ( 2 ) s  - $ - $ - 
$2 tax expense, respectively) (162) 45 2 3 

Amortization of prior service benefit (1) (1 1 
Amortization of net gains (net of $3 and $2 tax benefit, respectively) (5) (2) 

Total $ (170) $ 42 $ 3 $ 3 

Net gains (losses) (net of $102 tax benefit and !I28 tax expense and $2 and 

1 ---- Amortization of transition obligation 

Regulatory Assets (Liabilities) - The components of net periodic benefit (income) cost recognized during the year in regulatory 
assets (liabilities) for the plans are as follows: 

Regulatory 
Assets (Liabilities) Regulatory Assets 

Prior service cost 
Unrecognized (gains) losses 
Amortization of prior service benefit 
Amortization of gains 
Amortization of transition obligation 
Total 

(Pension) . (SERP and Other) 
2008 2007 2008 2007 ---- 

(millions) 

s 9 s  - s - $  - 
801 (190) (14) (1 7) 

3 3 

The weighted-average assumptions used to determine net periodic benefit (income) cost fdr the plans are as follows: 

Pension Benefits Other Benefits 
2008 2007 2006 2008 2007 2006 - _ _ . - - - -  

Discount rate 
Salary increase 
Expected long-term rate of return 

6.25% 5.85% 5.50% 6.35% 5.90% 5.50% 

7.75% 7.75% 7.75% 8.00% 8.00% 7.75% 
4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 

I*) In developing the expected long-term rate of return on assets assumption for its plans, FPL. Group evaluated Input from its actuaries as woll as informat\on 
avallable In the marketplace. FPL Group considered the IO-year anti 20-year historical median returns for a porffollo with an equltylbond asset mix slmllar to 
Its funds. FPL Gmup also considered Its funds' historlcal compoundeid returns. No speclflc adjustments were made to reflect expectations of future returns. 

Assumed health care cost trend rates have an effect on the amounts reported for postretirement plans providing health care 
benefits. An increase or decrease of one percentage point in assumed health care cost trend rates would have affected the 
total service and interest cost recognized at December 31,2008 by less than $1 million. 

€rnp/oyee Contribution Plans - FPL Group offers employee retirement savings plans which allow eligible participants to 
contribute a percentage of qualified compensation through payroll deductions. FPL Group makes matching contributions to 
participants' accounts. Defined contribution expense pursuant to these plans was approximately $37 million, $35 million and 
$32 million for FPL Group ($28 million, $27 million and $26 million for FPL) for the years ended December 31,2008,2007 and 
2006, respectively. See Note 12 - Employee Stock Ownership Plan. 

73 



FPL GROUP, INC. AND FLORIDA POWER & LIGHT COMPANY 
NOTES TO CONSOLIDATED1 FINANCIAL STATEMENTS (Continued) 

3. Derivative Instruments 

Derivative instruments, when required to be marked to market under FAS 133, "Accounting for Derivative Instruments and 
Hedging Activities," as amended, are recorded on FPL ISroup's and FPL's consolidated balance sheets as either an asset or 
liability measured at fair value. 

FPL Group's and FPL's mark-to-market derivative instrument assets (liabilities) are included in the consolidated balance 
sheets as follows: 

- FPL Group FPL - December 31, December 31, 
2008 2007 2008 2007 

(millions) 
- - - -  

Current derivative assets (') 
Noncurrent other assets 
Current derivative liabilities ('1 
Noncurrent derivative liabilities 
Total mark-to-market derivative instrument liabilities 

$ 433 $ 182 $ 4 $ 83 

(1,300) (289) (1,114) (1 82) 
212 99 2 

(218) (351) (l)(di (5)") 
3 (873) $ (359) $(1,109) $ (104) 

W At December 31,2008 and 2007, FPL Group balances N3flect the netting of $60 milllon and 54 mllllon (none at FPL), respectlwly, In obilgations to return 
margin cash collateral. 

(b) At December 31 ~ 2008 and 21307. FPL Group balances reflect the riettlng of $33 million and $43 million (none and $16 rnilllon st FPL). respectivdy, in 
rights to redalm margln cash IColIateraI. 

(C) At December 31, 2008 and 2'307. FPL Group balances reflect the netting of $25 milllon and $1 million (none at FPL), respectively, In rights to redalm 
margin cash collateral. 

Id) included In other liabilities on IFPL's consolldated balance sheets. 

At December 31, 2008 and 2007, FPL Group had appniximately $66 million and $18 million (none at FPL), respectively, in 
margin cash collateral received from counterparties that was not offset against derivative assets. These amounts are included 
In other current liabilities in the consolidated balance shisets. Additionally, at December 31, 2008 and 2007, FPL Group had 
approximately $98 million and $57 million (none and $11 million at FPL), ,respectively, in margin cash collateral provided to 
counterparties that was not offset against derivative liabilities. These amounts are included in other current assets in the 
consolidated balance sheets. 

FPL Group and FPL use derivative instruments; (primarily swaps, options and forwards) to manage the commodity price risk 
inherent in the purchase and sale of fuel and electricity, as well as interest rate and foreign currency exchange rate risk 
associated with long-term debt. In addition, FPL Group, through NextEra Energy Resources, uses derivatives to optimize the 
value of power generation assets. NextEra Energy Resources provides full energy and capacity requirements services 
primarily to distribution utilities, which include load-following services and various ancillary services, in certain markets and 
engages in energy trading activities to take advantage of expected future favorable price movements. At FPL, substantially all 
changes in fair value are deferred as a regulatory asset or liability until the contracts are settled, and, upon settlement, any 
gains or losses are passed through the fuel and purchiased power cost recovery clause (fuel clause) or the capacity cost 
recovery clause (capacity clause). For FPL Group's non-rate regulated operations, predominantly NextEra Energy Resources, 
essentially all changes in the derivatives' fair vEiIue for power purchases and sales and trading actlvltles are recognized on a 
net basis in operating revenues; fuel purchases and sales are recognized on a net basis in fuel, purchased power and 
interchange expense; and the equity method investees' related activity is recognized in equity in earnings of equity method 
investees in FPL Group's consolidated statements of iricome unless hedge accounting is applied. While most of NextEra 
Energy Resources' derivative transactions art, entered into for the purpose of managing commodity price risk, hedge 
accounting is only applied where specific criteria are met ;and it is practicable to do so. In order to apply hedge accounting, the 
transaction must be designated as a hedge at incaption and it must be highly effective in offsetting the hedged 
risk. Additionally, for hedges of commodity pirice risk, physical delivery for forecasted commodity transactions must be 
probable. FPL Group believes that where offsetting positions exist at the same location for the same time, the transactions are 
considered to have been netted and therefore physical dlslivery has been deemed not to have occurred for financial reporting 
purposes. Transactions for which physical delivery is deemed not to have occurred are presented on a net basis. Generally, 
the hedging instrument's effectiveness is assessed using1 regression analysis at the inception of the hedge and on at least a 
quarterly basis throughout its life. 

' 
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At December 31, 2008, FRL Group had cash flow hedges with expiration dates through December 2012 for energy contract 
derivative instruments, and interest rate cash fllow hedges with expiration dates through January 2022. The effective portion of 
the gain or loss on a derivative instrument designated as a cash flow hedge is reported as a component of OCI and is 
reclassified into earnings in the period(s) during which the transaction being hedged affects earnings. The ineffective portion 
of net unrealized gains (losses) on these hedgcss is reported in earnings in the current period and amounted to $25 million, $3 
million and $31 million for the years ended December 31,2008,2007 and 2006, respectively. Settlement gains and losses are 
included within the line items in the statements of income to which they relate. 

FPL Group's net unrealized mark-to-market gains (losses) on derivative transactions reflected in the consolidated statements 
of income for both consolidated subsidiaries ani3 equity method investees are as follows: 

Years Ended December 31, 
2008 2007 2006 

(millions) 
--- 

Consolidated subsidiaries 
Equity method investees 

4. Fair Value Measurements 

Effective January 1,2008, FPL Group and FPL adopted FAS 157, "Fair Value Measurements," which clarifies how to measure 
fair value and requires expanded fair value measurement disclosures. The standard emphasizes that fair value is a market- 
based measurement, not an entity-specific measurement, and sets out a fair value hierarchy intended to disclose information 
about the relative reliability of fair value measurements, with the highest priority being quoted prices in active markets for 
identical assets or liabilities. FAS 157 was effelctive January 1, 2008 for financial assets and liabilities and any other fair value 
measurements made on a recurring basis, and on January 1, 2009 for non-financial assets and liabilities that are not 
remeasured on a recurring basis. The adoption1 of the recognition provisions of FAS 157 did not have a material effect on FPL 
Group's or FPL's financial statements. 

FPL Group and FPL use several different valuation techniques to measure the fair value of assets and liabilities, relying 
primarily on the market approach of using prices and other market information for identical andlor comparable assets and 
liabilities for those assets and liabilities that are measured on a recurring basis. Certain derivatives and financial instruments 
are valued using option pricing models and take into consideration multiple inputs including commodity prices, volatility factors 
and discount rates, as well as counterparty credit ratings and credit enhancements. Additionally, when observable market data 
is not sufficient, valuation models are developed that incorporate FPL Group's and FPL's proprietary views of market factors 
and conditions. FPL Group's and FPL's assessment of the significance of any particular input to the fair value measurement 
requires judgment and may affect the valuation of fair value assets and lliabilities and their placement within the fair value 
hierarchy levels. 

' 
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FPL Group's and FPL's financial assets and liabilities and other fair value measurements made on a recurring basis by fair 
value hierarchy level are as follows: 

-- As of December 31,2008 
Quoted Prices 

iin Active 

Identical Other Significant 
Assets Observable Unobservable 

M,arkets for Significant 

or Liabilities Inputs Inputs - (Level I )  - (Level2) , (Level 3) Nettin g (a) Total 
(millions) 

Assets: 
Cash equivalents: 

Other current assets: 

Special use funds: 

Other investments: 

FPL Group 9; 109 $ .  $ -  $ - $ I09 
FPL 9; 27 $ .  $ -  $ - $ 2 7 ,  

FPL Group 9; - $ 17 $ -  $ - $  17 

' FPL Group $1 536 $ 2,4111b) 3 -  $ - $ 2,947 
FPL $1 149 $ 2,000b' $ -  $ - $ 2,158 

FPL Group $8 6 $ 101 $ -  $ - $ 107 

FPL Group $ (55) $ (1,227) $ 404 $ 5 $ (873)''' 
Net derivative assets (liabilities): 

FPL $ -  $ (1,108) $ (1) $ - $ (1,109)'c' 

(I) 

(b) 

IC) 

Includes amounts for margin cash collateral and net option premluni payments and receipts. 
At FPL Group, approxlmetely $712 mllllon ($650 mllllon at FPL) arc! Invested In commingled funds whose underlying investments would be Level 1 If 
those Investments were held directly by FPL Group or FPL. The rcimainlng investments are primarily comprised of flxed Income securnles lnduding 
municipal, mortgage-backed, corporate and governmental bonds. 
See Note 3 for a reconclllation of net derivatives to FPL Group's and FPL's consolidated balance sheets. 

The reconciliation of changes in the fair value of derivativ'es that are based on significant unobservable inputs is as follows: 

Year Ended 
December 31,2008 

FPL Group FPL 
(millions) 

Fair value of derivatives based on significant unobservable inputs at January I, 2008 $ (127) $ (IO) 
Unrealized gains (losses): 

Included in earnings 196 (1) 
Included in regulatory assets and liabilities 5 5 

Settlements 152 4 
Net transfers out I78 I 
Fair value of derivatives based on significant unobservable inputs at December 31, 2008 $ 404 $0 
The amount of gains (losses) for the period included in earnings attributable to the change in 

unrealized gains (losses)~ relating to derivatives still held at the reporting date (.) $ 410 $ (I) 

(') Amounts am reflected in opetatlng revenues In the consolidated sbtements of Income. 

Effective January I, 2008, a subsidiary of FPL Group Capital adopted FAS 159, "The Fair Value Option for Financial Assets 
and Financial Liabilities," for its investments in debt securities. The fair values of these debt securities at December 31, 2008 
and 2007 were approximately $1 05 million and $1 I 1  midlion, respectively, and are primarily included in other investments in 
FPL Group's consolidated balance sheets. The adoptiorl of FAS 159 did niot have a material effect on FPL Group's financial 
statements. 

5. Restructuring and Impairment Charges 

NextGa Energy Resources - During the fourth (quarter of 2006, NextEra Energy Resources recorded an impairment charge of 
approximately $8 million ($4 million after-tax), related to a coal plant in California, the fair value of which was determined based on 
a discounted cash flow analysis. The impairmerlt charge was related to unfavorable market pricing and accelerated equipment 
deterioration due to a design flaw in the steam boiler and flLictuations in output requirements. 
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Corporate and Other - In 2007, as a result of ail impending migration to a more efficient form of networking technology for FPL, 
FPL FiberNet, LLC (FPL FiberNet) performed an impainnent analysis of existing assets used to provide long-haul Services to 
FPL. Due to the reduction1 in revenue associated with the significant change in the expected useful life of these assets, FPL 
FiberNet recorded an impairment charge of appn)ximately $4 million ($2 million after-tax). 

in 2006, as a result of significant changes in the business climate, FPL FiberNet performed an impairment analysis and concluded 
that an impairment charge related to its metropolitan (metro) market assets, primarily property, plant and equipment and inventory, 
was necessary. The business climate changes included customer consolidations, migration to a more efficient form of networking 
technology and lack of future benefits to be achileved through competitive pricing, all of which had a negative impact on the value 
of FPL FiberNet's metro market assets. While ,the metra market business was expected to continue to generate positive cash 
flows, management's expectation of the rate of future growth in cash flows was reduced as a result of these business climate 
changes. Accordingly, FPL. FiberNet recorded ail impairment charge of approximately $98 million ($60 million after-tax) based on 
a discounted cash flow analysis. 

6. Income Taxes 

The components of income taxes are as follows: 

Federal: 
Current 
Deferred 
Amortization of ITCs - FPL 

Total federal 
State: 

Current 
Deferred 

Total state 
Total income taxes 

(a) Includes FIN 48 Income taxes. 

FPL Group FPL 
Years Ended December 31, Years Ended December 31, 

2008 2007 2006 2008 2007 2006 - -- - 
(millions) - - 

$ (132)@1 $ (35)"' $ 4 $ 117 
557 356 316 274 

( 1 5 )  (15) (16) (15) - - - - -  410 306 364 376 

29 1 6''' 15 34 
11 46 18 
40 62 33 

$ 450 $ 368 $ 397 

- - -  - - -  - - -  

$ 98 
302 
(1 5) 
385 

22 
44 
66 

$ 451 

- 
- 
-. - 

5 360 
12 

356 

53 
15 
68 

$ 424 

(16) - 
- - - 

A reconciliation between the effective income ta.x rates arid the applicable statutory rates is as follows: 

Statutory federal income tax rate 
Increases (reductions) resulting from: 

State income taxes -net of federal income tax benetit 
Allowance for other funds used during construction 
Amortization of ITCs - FPL 
PTCs and ITCs - NextEra Einergy Resources 
Manufacturers' deduction 
Amortization of deferred regulatory credit - income taxes 
Other - net 

Effective income tax rate 

FPL Group 
Years Ended December 31, 

2006 - 2008 __ 2007 - 
35.0% 

1.3 

35.0% 

2.4 
(0.6) 
(0.9) 

(13.7) 

(0.2) (0.2) 

21.6% - 21.9% - 23.7% 
,(0.5) (0.i) (0.4) - 

ED1 
, I  L. 

Years Ended December 31, 
2008 2007 2006 - - -  

35.0% 35.0% 
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The income tax effects of temporary differences giving rise to consolidated deferred income tax liabilities and assets are as 
follows: 

Deferred tax liabilities: 
Property-related 
Investment-related 
Pension 
Regulatory asset - pension and other benefits 
Deferred fuel costs 
Storm resewe deficiency 
Other 

Total deferred tax liabilities 

Deferred tax assets and valuation ailowance: 

' Regulatory liability - pension and other benefits 
Decommissioning reseives 

Postretirement benefits 
Net operating loss carryforwards 
Tax credit carryforwards 
ARO and accrued asset removal costs 
Other 
Valuation allowance 

Net deferred tax assets 
Net accumulated deferred income taxes 

FPL Group FPL 
December 31, December 31, 

2008 2007 2008 2007 
(millions) 

$ 5,650 
139 
354 
49 
99 
31 2 
451 

7,054 
- 

297 

157 
60 
89W' 
874 
605 

2 755 
$4,299 

(1 37) 
A - 

$4,833 
156 
737 
10 
77 
321 
344 

6,478 

289 

- 

278 
159 
68 

5094 
837 
652 
(48) 

2,744 
$3,734 - 

$ 3,687 

373 

99 
31 2 
199 

4,670 

297 

131 

776 
353 

1,557 
$ 3,113 

- - - 

$ 3,295 

350 

77 
321 ' 

162 
4.205 
- - 

289 

132 

752 
353 

1,526 
$ 2,679 

- - - 
(d Amount is presented net of $49 million and $149 million, respectively, of tax carryforwards that are available to offset the FPL Group FIN 48 liability. 
(b) Amount relates to deferred state tax credits and state operating loss carryforwards. 

Deferred tax assets and liabilities are included in the conso idated balance sheets as follows: 

FPL Group FPL 
December 31, December 31, 

2008 2007 2008 2007 
Imiilions) 

- - - -  
Other current assets 
Other current liabilities 
Accumulated deferred income taxes 
Net accumulated deferred iricome taxes 

$ - $ 8 7 $ - $ 3 7  
68 8 

4,231 3,821 3,105 2,716 
$ 4.299 $ 3,734 $ 3,113 $ 2,679 
- - -  - - - -  

The components of FPL Group's deferred tax assets relaiing to net operating loss carryforwards and tax credit carryforward~ at 
December 31,2008 are as follows: 

Expiration 
Amount bates 
(millions) 

Net operating loss carryforwards - state - $ 60 2009-2028 

Tax credit carryforwards: 
Federal $ 760[-) 2024-2028 
State 139 2009-2017 

$ 899 - Net tax credit carryforwards 

(0 )  Amount is presented net of $49 million of tax carryforwards that are available to olfset the FIN 48 Ilablllty. 
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On January 1, 2007, FPL. Group and FPL adopted FIN 48. The interpretation prescribes a more-likely-than-not recognition 
threshold and establishes new measuremerit requirements for financial statement reporting of an entity's income tax 
positions. The adoption of FIN 48 did not have a significant cumulative effect on FPL Group's and FPL's beginning retained 
earnings or other components of common sh,areholders' equity. The majority of the liabilities for unrecognized tax benefits 
represent tax positions for which the ultimate deductibilily is highly certain but for which there is uncertainty about the timing of 
such deductibility. A disallowance of the shorteir deductiibility period for these tax positions would not affect the annual effective 
income tax rate. Included in the liabilities for unrecognized tax benefits alt December 31, 2008 is approximately $6 million at 
FPL Group ($1 million at FPL) that, if disallowed, could impact the annual effective income tax rate. 

FPL Group recognizes interest income (expense) related to unrecognized tax benefits (liabilities) in interest income and 
interest expense, respectively, net of the amount deferrfad at FPL. At FPL, the offset to accrued interest receivable (payable) 
on income taxes is classified as a regulatory hbility (regulatory asset) which will be amortized to income (expense) over a f ive 
year period upon settlement in accordance with regulatory treatment. At December 31, 2008 and 2007, FPL Group accrued 
approximately $1 1 I million and $91 million for net interest receivable ($23 million and $28 million for FPL), respectively. For 
the years ended December 31, 2008 and 2007, FPL Group recorded $10 million and $24 million of interest, $14 million and 
$13 million of which was recognized as interest income in FPL Group's consolidated statements of income and $(4) million and 
$1 1 million, respectively, in regulatory liabilities on FPL Group's and FPL's consolidated balance sheets. 

A reconciliation of unrecognized tax benefits is as follows: 

FPL Group FPL - - --  2008 2007 2008 2007 

Balance at beginning of year 
Additions based on tax positions related to the current year 
Reductions based on tax positions related to the current year 
Additions for tax positions of the prior years 
Reductions for tax positions of the prior yeani 
Reductions relating to settlements with taxing authorities 

Tax carryforwards, deposits and other recelviables 
Balance at end of year 

Balance at end of year, net 

(millions) 

$ 320 $ 316 $ 281 $ 274 
14 71 13 71 

13 13 89 
(44) 
91 

(44) 

(219) (249) (176) - 
$ 30 $ 71 $ 41 $ 281 ---- 

FPL Group and its subsidiaries file income tax returns in the US. federal jurisdiction and various states, the most significant of 
which is Florida. FPL Group and FPL are effectively no longer subject to IJS. federal, state and local examinations by taxing 
authorities for years before 2000. FPL Group is planning to appeal an adverse court decision related to FPL Group's and 
FPL's method for deducting certain repairs related to years prior to 2000 arid the denial of a refund claim related to ITCs. FPL 
Group is disputing certain adjustments proposed by the Internal Revenue Service (IRS) to its US. income tax retums for 2000 
through 2005. These IRS proposed adjustments primarily relate to FPL Group's and FPL's method for certain deductions for 
repairs, casualty losses and capitalizing indirect service costs. Additionally, income tax returns for 2006 and 2007 are still 
subject to examination. As such, the amount of unrecognized tax benefits and related interest accruals may change within the 
next twelve months. FPL Group and FPL do not expecl. these changes to have a significant impact on FPL Group's or FPL's 
financial statements. 
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7. Comprehensive Income 

The components of FPL Chup’s comprehensive income and accumulated other comprehensive income (loss) are as follows: 

Accumulated 
Other Comprehensive Income (Loss) 

Net 
Unrealized 

Gains 
(Losses) Penslon 
On Cash and 

Balances, December 31.2005 
Net Income of FPL Group 
Net unrealized gains (losses) 011 commodity cash flow hedges: 

Effective pcrtkn of net unrealized gains (net of $106 tax expense) 
Reclasslflcation from OCI to net Income (net of $23 tax expense) 

Net unrealized gains (losses) on Interest rate cash Row hedges: 
ReclassMcaUon from OCI to net Income (net oFSo.8 tax (expense) 

Net unrealked gains on available for sale securities (net of 012 tax expanse) 
SERP llabllity adJustment (net of $1 tax expense) 
Deflned benefit pension and other beneRt plans (net of $59 tax expense) 

Balances, December 31,2006 
Net income of FPL Gmup 
Net unrealized gains (losses) on commodity cash Row hedges: 

Net unrealized galns (losses) on Interest rate cash flow hedges: 

Net unrealized gains on avalleUe for sale securHies (net of !I8 tax expense) 
Deflned benefit penslon and other benefit plans (net of $28 tax expense I 

Balances, December 31,2007 
Net Income of FPL Gmup 
Net unrealized gains (losses) ori commodity cash flow hedges 

Effective portion of net unrealized gains (net of $31 tax expense) 
ReclesaiRcatlon from OCI to net Income (net of $62 tax expense) 

Net unrealized galns (losses) or1 Interest rate cash Row hedges: 
ELCUM portion of net unrealbed losses (net of $31 tax imnefit) 
ReclassMcaUon from OCI to net Income (net of $4 tax expense) 

Net unreallzed losses on available for sale secutitles (net of 530 tax bensfit) 
ReclasslRcatlon from AOCl to retained earnings 
Defined benefit pension and other benefit plans (net of $104, tax benefit) 

EffecUve podon of net unrealized losses (net of $37 tax lbenefit) 
Raciasslficatlon from OCI to net Income (net ofJ16 tax expense) 

Effective portion of net unrealized losses (net of $13 tax benefit) 
Reclassficatlon From OCI to net income (net of $2 tax benent) 

Balames, December 31,2006 

Net 
Income - 
$ 1.281 

S 1,312 

$ 1,639 

Flow Other Comprehensive 

(millions) 
- Hedges Beneflts Other Total Income 

5 (215) 5 - $ 22 $(193) 
5 1.281 

155 - 155 155 
34 - 3 4  34 

1 1 1 
19 19 19 

1 1 1 
98 - 98 ----- 

42 115 $ 1,491 
$ 1,312 

(25) 98 

- (19) (19) 
- (5) (5) 

12 12 12 
- 45 45 -- 4 5  - - - 

(81) 143 54 116 $ 1,313 
$ 1,639 

(19) 
(5) 

. .  - (168) - (168) (167) 
$ 5c*r $ (25)” $ 7 $ (13) $ 1,512 

( I )  Approxlmately $27 mllllon of galns wlll be reclassified Into earnlngr; within the next 12 moriths as ekher the hedged fuel Is consumed, eledrlclty is sold or 
Interest payments em made. Such amount assumes no change In fuel prlces, power prices or Interest rates. 
Approxlmately $7 million of gains wlll be reclasslfied Into earnings within the next 12 months. 
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8. Jointly-Owned Electric Plants 

Certain FPL Group subsidiaries own undivided interests in the jointly-owned facilities described below, and are entitled to a 
proportionate share of the output from those facilities. FPL and NextEra Energy Resources are responsible for their share of 
the operating costs, as well as providing their own financing. Accordingly, each subsidiary includes its proportionate share of 
the facilities and related revenues and expenses in tho appropriate balance sheet and statement of income captions. FPL 
Group's and FPL's respective shares of direct experises for these facilities are included in fuel, purchased power and 
interchange, O&M expenses, depreciation and amortization expense and itaxes other than income taxes on FPL Group's and 
FPL's consolidated statements of income. 

FPL Group's and FPL's proportionate ownership interest in jointly-owned facilities is as follows: 

- December 31,2008 

-- Inlerest lnvestrnent 1.1 Depreciation 1') in Progress 
Ownership Gross Accumulated Construction Work 

(mi II ions) 

FPL: 

' St. Lucie Unit No. 2 
St. Johns River Power Park units and coal 

Scherer Unit No. 4 
Transmission substatiori assets located in 

terminal 

Seabrook, New Hampshire 
NextEra Energy Resources: 

Duane Arnold 
Seabrook 
Wyman Station Unit No, 4 

85% $1,327 $662 $ 43 

20% $ :334 $211 $ 48 
76% $ !j97 $394 $ 80 

88.23% $ 31 $ 13 $ 5  

70% $ 324 $ 35 $ 40 
88.23% $ 1304 $104 $ 38 

76% $ 96 $ 34 $ 3  

(a) Excludes nuclear fuel. 

9. Variable Interest Entities 

FIN 46(R) requires the consolidation of entities which are determined to be VIES when the reporting company determines that 
it will absorb a majority 01 the VIES expected losses, receive a majority of the VIES residual returns, or both. The company 
that is required to consolidate the VIE is ailled the primary beneficiaiy. Conversely, the reporting company would not 
consolidate VIES in which it has a majority ownership interest when the company is not considered to be the primary 
beneficiary. Variable interests are contractual, ownership or other monetary interests in an entity that change as the fair value 
of the entity's net assets, excluding variable interests,, change. An entity is considered to be a VIE when its capital is 
insufficient to permit it to finance its activities without additional subordinated financial support or its equity investors, as a 
group, lack the characteristics of having a controlling financial interest. As of December 31, 2008, FPL Group has two VIES 
which it consolidates. 

FPL - FPL is considered %he primary beneficiary of, and therefore consolidates, a VIE from which it leases nuclear fuel for its 
nuclear units. FPL is Considered the primary beneficiary of this VIE because in the case of default by the VIE on its debt, FPL 
would be required to purchase the VIES nuclear fuel and because FPL guarantees the VIES debt. For ratemaking purposes, 
these leases are treated as operating leases. For financial reporting, the cost of nuclear fuel is capitalized and amortized to 
fuel expense on a unit of production method except for lhe interest component, which is recorded as interest expense. These 
charges, as well as a charge for spent nuclear fuel, are recovered through the fuel clause. FPL makes quarterly payments to 
the lessor for the lease commitments. The lessor has issued commercial paper to fund the procurement of nuclear fuel and 
FPL has provided a $600 million guarantee to suppclrt the commercial paper program. Under certain lease termination 
circumstances, the associated debt, which consists prim,arily of commercial paper (approximately $347 million and $31 3 million 
at December 31, 2008 and 2007, respectively) would become due. The (consolidated assets of the VIE consist primarily of 
nuclear fuel, which had a net carrying value of approximately $338 million and $314 million at December 31, 2008 and 2007, 
respectively. 
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FPL is considered the primary beneficiary of and therefore consolidates a wholly-owned bankruptcy remote special purpose 
subsidiary that it formed in 2007 for the sole purpose of issuing storm-recovery bonds pursuant to the securitization provisions 
of the Florida Statutes and an FPSC financing order. IFour hurricanes in 2005 and three hurricanes in 2004 caused major 
damage in parts of FPL's, service territory. Siorm restoration costs incurred by'FPL during 2005 and 2004 exceeded the 
amount in FPL's funded storm and property insurance reserve, resulting in a storm reserve deficiency. In May 2007, the FPL 
subsidiary issued $652 million aggregate principal amount of senior secured bonds (storm-recovery bonds), primarily for the 
after-tax equivalent of the total of FPL's unreccivered balance of the 2004 storm restoration costs, the 2005 storm restoration 
costs and approximately $200 million to reestablish FPL.'s storm and property insurance reserve. The storm-recovery bonds 
were issued in four tranches with interest rates ranging 'rom 5.0440% to 5.2555% and final maturity dates ranging from 2013 
to 2021. Principal on the storm-recovery bonds is due or1 the final maturity date (the date by which the principal must be repaid 
to prevent a default) for each tranche, however, it began being paid semiannually and sequentially February 1,2008, when the 
first semiannual interest payment became due. See Noto 13. 

In connection with this financing, net proceeds, after de3t issuance costs, to the FPL subsidiary (approximately $644 million) 
were used to acquire the storm-recovery property, which includes the right to impose, collect and receive a storm-recovery 
charge from all customers receiving electric transmission or distribution service from FPL under rate schedules approved by 
the FPSC or under special contracts, certain other rights and interests that arise under the financing order issued by the FPSC 
and certain other collateral pledged by the FPL subsidiaiy that issued the bonds. The storm-recovery bonds are payable only 
from and secured by the storm-recovery property. FPL., as the servicer, collects storm-recovery charges on behalf of the 
subsidiary through a surcharge to retail customers and remits them to the trustee under the indenture pursuant to which the 
storm-recovery bonds were issued for payment of fees and expenses and payment of principal and interest on the storm- 
recovery bonds. The revenues from the storm-recovery bonds surcharge and a 2004 storm damage surcharge through which 
FPL had been recovering underrecovered 2004 storm restoration costs prior to the issuance of these storm-recovery bonds 
are included In operating revenues on FPL Group's a i d  FPL's consolidated statements of income. For the years ended 
December 31, 2008, 2007 and 2006, both the (amount billed to retail customers related to the 2004 storm damage surcharge 
and/or the storm-recovery bonds surcharge am0unt.d to approximately $97 million, $94 million and $151 million, 
respectively. The FPL subsidiary is consolidated for financial reporting purposes; however, the storm-recovery bonds do not 
constitute a debt, liability or other legal obligation of, or irtterest in, FPL or any of its affiliates other than the FPL subsidiary that 
issued the storm-recovery bonds. The assets of the FPL subsidiary that issued the storm-recovery bonds, including the storm- 
recovery property, are not available to pay creditors of FPL or any of its affiliates other than the subsidiary that issued the 
storm-recovery bonds. The consolidated assets of the VIE were approximately $628 million and $676 million at December 31, 
2008 and 2007, respectively, and consisted primarily of storm-recovery property, which is included in securitized storm- 
recovery costs on FPL Group's and FPL's balance sheets. 

In connection with this financing, the net proceeds to FPL from the sale of the storm-recovery property were used primarily to 
reimburse FPL for its estimated net of tax storm reserve deficiency as of May 31, 2007 (approximately $517 million) and 
provide for a storm and prloperty insurance reserve fund of approximately $127 million net of tax. Securities held in the storm 
and property insurance reserve fund are carried at market value with market adjustments resulting in a corresponding 
adjustment to the storm and property insurance reserv13. 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. The storm and 
property insurance reserve fund is included in special use funds on FPL Group's and FPL's consolidated balance sheets and 
was approximately $123 rnillion and $129 million at December 31, 2008 and 2007, respectively. Upon the issuance of the 
storm-recovery bonds, the storm reserve deficilency was reclassified to securitized storm-recovery costs on FPL Group's and 
FPL's consolidated balance sheets. As storm-recovery charges are billed 'to customers, the securitized storm-recovery costs 
are amortized, the amount of which is included in storm cost amortization an FPL Group's and FPL's consolidated statements 
of income. 

' 

The storm and property insurance reserve of approximately $200 million that was reestablished in the FPSC financing order is 
not reflected in FPL Group'k and FPL's consolidated balance sheets as of December 31,2008 or 2007 because the associated 
regulatory asset does not meet the specific recognition criteria under FAS 71. As a result, the storm and property insurance 
reserve will be recognized as a regulatory liability as the storm-recovery charges are billed to customers and charged to storm 
cost amortization on FPI- Group's and FPL's consolidated statements of income. Although FPL Group's and FPL's 
consolidated balance sheets as of December 31, 2008 reflect a storm and property insurance reserve of less than $1 million 
(included in regulatory liabilities - other on FPL Group's and FPL's consolidated balance sheets), FPL has the capacity to 
absorb up to approximately $188 million in futurls prudently incurred storm restoration costs without seeking recovery through a 
rate adjustment from the FPSC. 

In 2006, when considering FPL's petition to recover 2005 storm costs, the FPSC applied a different standard for recovery of 
2005 costs than was used for recovery of the 2004 storm costs. These adjustments and disallowances, net of interest income, 
reduced FPL Group's and FPL's net income for the year ended December 31,2006 by approximately $27 million. 
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FPL identified two potential VIES, both of which are considered qualifying facilities as defined by the Public Utility Regulatory 
Policies Act of 1978, as amended (PURPA). PURPA irequires FPL to purchase the electricity output of the projects. FPL 
entered into a power purchase agreement (PPA) with one of the projects in 1990 to purchase substantially all of the project's 
electrical output over a substantial portion of its estimated useful life. For each megawatt-hour (mwh) provided, FPL pays a 
per mwh price (energy pa,yment) based upon FPL's avoided cost, which was determined at the time the PPA was executed, 
and was based on the cost of avoiding the construction and operation of a coal unit. The energy component is primarily based 
on the cost of coal at an FPL jointly-owned cloal-fired facility. The avoided cost is the incremental cost to the utility of the 
electric energy or capacity, or both, which is avoided by neither generating the electricity nor purchasing it from another 
source. The project has a capacity of 250 mw. After making exhaustive efforts, FPL was unable to obtain the information from 
the project necessary to determine whether the! project is a VIE or whether FPL is the primary beneficiary of the project. The 
PPA with the project contains no provision which legally obligates the project to release this information to FPL. The energy 
payments paid by FPL will fluctuate as coal prices change. This does not expose FPL to losses since the energy payments 
paid by FPL to the project are passed on to FPL's customers through the fuel clause as approved by the 
FPSC. Notwithstanding the fact that FPL's energy pziyments are recovered through the fuel clause, if the project was + 

determined to be a VIE, the absorption of some of the project's fuel price variability might cause FPL to be considered the 
primary beneficiary. During the years ended December 31,2008,2007 and 2006, FPL purchased 1,725,798 mwh, 1 ,694,8140 
mwh and 1,672,106 mwh, respectively, from the projeci at a total cost of approximately $158 million, $153 million and $147 
million, respectively. FPL will continue to make exhaustive efforts to obtain the necessary information from the project in order 
to determine if it is a VIE and, if so, whether FF'L is the primary beneficiary. FPL also entered into a PPA with a 330 mw coal- 
fired cogeneration facility (the Facility) in 1995 to piJrchase substantially all of the Facility's electrical output through 
2025. During the fourth quarter of 2007, a chlange in ownership of the Facility occurred, triggering the need to reevaluate 
whether the Facility is still a VIE and, if so, whether FPL. is the Facility's primary beneficiary. After making exhaustive efforts, 
FPL was unable to obtain the information necessary lo perform this reevaluation. The PPA with the Facillty contains no 
provisions which legally obligate the Facility to release this information to IFPL. During the years ended December 31, 2008, 
2007 and 2006, FPL purchased 2,317,345 rnwlh, 2,320,991 mwh and 2,090,088 mwh, respectively, from the Facility at a total 
cost of approximately $227 million, $220 milliort and $200 million, respectively. Additionally, the PPA does not expose FPL to 
losses since the energy payments made by FPL to the Facility are passedl on to FPL's customers through the fuel clause as 
approved by the FPSC. FPL will continue to make exhaustive efforts to obtain the necessary information from the Facility in 
order to determine if it is still a VIE and, if so, whether FPL is the Facility's primary beneficiary. 

FPL Group - In 2004, a trust created by FPL Group sold 12 million 5 7/8% preferred trust securities to the public and common 
trust securities to FPL Group. The trust is considered a VIE because FPL Group's investment through the common trust 
securities is not considered equity at risk in accordance with FIN 46(R). The proceeds from the sale of the preferred and 
common trust securities were used to buy 5 7/8% junior subordinated debentures maturing in March 2044 from FPL Group 
Capital. The trust exists only to issue its prieferred trust securities and common trust securities and to hold the junior 
subordinated debentures of FPL Group Capital as trust assets. Since FPL Group, as the common security holder, is not 
considered to have equity at risk and will therefore not absorb any variability of the trust, FPL Group is not the primary 
beneficiary and does not consolidate the trusi: in accordance with FIN 46(R). FPL Group includes the junior subordinated 
debentures issued by FPI. Group Capital on its consolidated balance sheets. The junior subordinated debentures are FPL 
Group's maximum exposure to loss. See Note I 1  - FPL Group and Note 1:3. 

' 

I O .  Flnanclal Instruments 

The carrying amounts of cash equivalents, notes payable and commercial paper approximate their fair values. At December 31, 
2008 and 2007, other investments of FPL Group, not included in the table below, included financial instruments of approximately 
$39 million and $30 million, respectively, which primarily consist of notes receivable that are carried at estimated fair value or cost, 
which approximates fair value. See Note 11. 

The following estimates of the fair value of financial instruments have been made using available market information. However, 
the use of different market assumptions or methads of vahation could result in different estimated fair values. 
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FPL Group: 
Other current assets 
Special use funds 
Other investments: 

Notes receivable 
Debt securities 
Equity securities 

Long-term debt, including current maturities 
Interest rate swaps - net unrealized losses 
Foreign currency swap - net unrealized loss 

Speaal use funds 
Long-term debt, including current maturities 

FPL: 

December 31.2008 December 31,2007 
Carrying Estimated Carrying Estimated 
Amount Fair Value Amount Fair Value 

(millions) 

$ 17 $ 17"' $ 3 $ 
$ 2,947 $ 2,947"' $ 3,482 $ 3,482"' 

$ 534 $ 524'' $ - $ 
$ 97 $ 97"' $ 108 $ 108'" 
$ 27 $ 43"' $ - $ 
$ 15,221 $ 15,152'd' $ 12,681 $ 12,642'd' 

3"' 

$ (78) $ (78)'"' $ (28) $ (28r" 
$ (4) $ (4)@' $ - $ 

$ 2,158 $ 2,158'" $ 2,499 $ 2,499"' 
$ 5,574 $ 5,652"' $ 5,217 $ 5,185"' 

Id Based on quoted market prices for these or similar issutis. 
lb) Classified as held to maturity, of which 5500 million id carried at cost which approximates fair value. and the balance is based on market prices 

provided by external sources. Additionally, includes rnalurky dates ranglng from 2014 to 2033. 
IC1 Based on market prkes modrled internally. 
Id) Based on market prices provMed by external sources. 

Special Use Funds and Other investments - The special use funds consist of FPL's storm fund assets and FPL Group's and 
FPL's nuclear decommissioning fund assets. Securities held in the special use funds and other investments in debt and equity 
securities are carried at estimated fair value based on quoted market prices. FPL Group's nuclear decommissioning funds 
consist of approximately 38% equity securities and 62510 municipal, government, corporate and mortgage- and other asset- 
backed debt securities (32% and 68% for FPL, respectively) with a weighted-average maturity at December31, 2008 of 
approximately six years at FPL Group and seven years at FPL. FPL's storm fund primarily consists of municipal debt 
securities with a weighted-average maturity of approximately three years. The cost of securities sold is determined on the 
specific identification method. 

The approximate realized gains and losses and proceeds, from the sale of available for sale securities are as follows: 

- FPL Group FPL - Years Ended December 31, Years Ended December 31, 
21308 2007 2006 2008 2007 2006 - - - - - - -  

Realized gains 
Realled losses 
Proceeds from sale of securities 

(millions) 

$ 5 0  $ 5 9  $ 51 $ 3 8  $ 5 2  $ 3 9  
$ 5 4  $ 4 0  $ 38 $ 5 0  $ 3 7  $ 3 5  
$ i!,235 $ 2,349 $ 3,231 $ 1,454 $ 1,978 $2,673 

' The unrealized gains on available for sale secuifies are as follows: 

FPL Group FPL 
December 31, December 31, 

2007 2008 2007 - - 2008 

Unrealized gains 
Equity securities 
Debt securities 

(millions) 

$ 103 $ 577 $ 95 $ 491 
$ 83 $ 25 $ 72 $ 18 

Regulations issued by the IFERC and the NRC provide general risk manageinent guidelines to protect nuclear decommissioning 
trust funds and to allow such funds to earn a reasonable return. The FERC regulations prohibit investments in any securities of 
FPL Group or its subsidiaries, affiliates or associates, excluding investments tied to market indices or other mutual funds. Similar 
restrictions applicable to the decommissioning tnlst funds lor NextEra Energy Resources' nuclear plants are contained in the NRC 
operating licenses for those facilities or in NRC negulationsi applicable to NRC licensees not in cost-of-service environments. With 
respect to the decommissioning trust fund for hlextEra Eiqergy Resources' Seabrook nuclear plant, decommissioning trust fund 
contributions and withdrawals are also regulated lby the NDFC pursuant to New Hampshire law. 
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The nuclear decommissioning reserve funds are managled by investment managers who must comply with the guidelines and 
rules of the applicable regulatory authorities, FPL Group and FPL. The funds' assets are invested in order to optimize the 
after-tax earnings of these funds, giving consideration to liquidity, risk, diversification and other prudent investment objectives. 

/nterest Rate and Foreign Currency Swaps - FPL Group and its subsidiaries use a combination of fixed rate and variable rate 
debt to manage interest rate exposure. Interest rate swaps are used tu adjust and mitigate interest rate exposure when 
deemed appropriate based upon market conditions or when required by financing agreements. In addition, FPL Group Capital 
entered into a cross currency basis swap to Iiedge against currency movements with respect to both interest and principal 
payments on a loan. At December 31,2008, Ihe estimated fair value for f-PL Group interest rate and foreign currency swaps 
was as follows: 

Notional 
Amount 
(millions) 

Effective 
Date - 

Maturity 
Datcr --- 

Fair value hedge - FPL Group Capital: 
$ 300 June 2008 September 201 I 

Cash flow hedges - NextEra Energy Resources: 
$ 61 December 2003 D'ecember 2017 

' $ 20 April 2004 December 2017 
$ 189 December 2005 November 2019 
$ 480 January 2007 January 2022 
$ 160 January 2008 September 201 I 

Total cash flow hedges 
Total interest rate hedges 
Foreign currency swap - FPL Group Capital: 

$ 141 December 2008 D'ecember 201 1 

1.) Three-month London Inter9ank Omred Rate (LIBOR) plus 1.18896% 
(b) Three-month LIBOR 
(c) Six-month LIBOR 
Id) Three-month LIBOR plus 2.14% 
(0)  Three-month Japanese yen LIBOR plus 1.75% 

Rate 
Paid -- 

Rate 
Received 

Variiable"' 5.625% 

4.245% Variable" 
3.845% Variable" 
4.905% Variable" 
5.390% Variable"' 

3.2050% Variable') 

Variable"' 

Estimated 
Fair Value 
(millions) 

$ 21 

In January 2009, an indirect wholly-owned subsidiary of NextEra Energy Resources entered Into an interest rate swap 
agreement to pay a fixed rate of 2.5775%, phis applicable margin, to limit cash flow exposure on its Canadian $94.6 million 
(US $75.4 million) limited-recourse senior secured varialSle rate term loan agreement maturing in 2023. Also, in January 2009, 
another indirect wholly-owned subsidiary of NextEra Enlsrgy Resources entered into an Interest rate swap agreement to pay a 
fixed rate of 2.68%, plus applicable margin, until 2016 on its $373 milliori variable rate limited-recourse senior secured note 
that is partially amortizing with a balloon payment due in 2016. This same wholly-owned subsidiary entered into a second 
interest rate swap agreement to pay a fixed mte of 3.725%, plus applicable margin, beginning in 2016 to limit the cash flow 
exposure of refinancing the balloon payment olapproxiniately $124 million due on this note in 2016. 

11. Investments in Partnerships and Joint Ventures 

NeXtEra Energy Resources - NextEra Energy Resources has non-controlling non-majority owned interests in various partnerships 
and joint ventures, essentially all of which are electricity producers. At December 31,2008 and 2007. NextEra Energy Resources' 
investment in partnerships and joint ventures totaled appnsximately $189 million and $216 million, respectively, which is included in 
other investments on FPL Group's consolidated balance sheets. NextEra Energy Resources' interest in these partnerships and 
joint ventures range from approximately 5.5% to 50%. AI December 31, 20018, the princi@l operating entities Included in NextEra 
Energy Resources' investments in partnerships and joint ventures were Northeast Energy, LP, Mojave 16/17/18 LLC, Luz Solar 
Partners Ltd.. V, Luz Solar Partners Ltd., 111, and TPC Windfarms LLC and in 2007 also included Luz Solar Partners Ltd., IX. 
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Summarized combined information for these principal entities is as follows: 

2008 2007 
(millions) 

Net income 
Total assets 
Total liabilities 
Partners'/members' equity 

NextEra Energy Resources' share of underlying equity in the principal entities 
Difference between investrrient carrying amount and underlying equity in net assets (@ 

NextEra Energy Resources' investment carrying iamount far the principal entities 

$ 145 $ 109 
$ 815 $ 991 
$ 420 $ 539 
$ 395 $ 452 

$ 197 $ 226 

(1) The majority of the difference between the investment airrying amount and the underlying equity in net assets is being amortized over the remaining life 
of the investee's assets. 

Certain subsidiaries of NextEra Energy Resourc:es providle services to the partnerships and joint ventures, including operations 
and maintenance and business management seivices. FF'L Group's operating revenues for the years ended December 31,2008, 
2007 and 2006 include approximately $21 million, $20 niillion and $20 million, respectively, related to such services. The net 
receivables at December 3'1,2008 and 2007, for these services, as well as for affiliate energy commodity transactions, payroll and 
other payments made on behalf of these investees, were approximately $33 rnillion and $31 million, respectively, and are included 
in other current assets on FPL Group's consolidated balance sheets. 

Notes receivable (long- arid short-term) Include approxiimately $24 million and $33 million at December 31, 2008 and 2007, 
respectively, due from partnerships and joint ventures in which NextEra Energy Resources has an ownership 
interest. Approximately $1 1 million of the notes receivable balance at December 31, 2008 mature in 201 1 and bear interest at 
a fixed rate of 8.5%. The remaining $13 million mature in 2014 and bear interest at a variable rate which averaged 
approximately 13.4% in 2008. The notes receivable balance at December 31, 2007 mature in 2008 through 201 1 and the 
majority bear interest at a variable rate whiclh averaglsd approximately 15.3% in 2007. Interest income related to notes 
receivable totaled approximately $4 million, $4 imillion and $2 million for the years ended December 31,2008, 2007 and 2006, 
respectively, and is included in interest income in FF'L Group's consolidated statements of income. Interest receivable 
associated with these notes as of December 31,2008 and 2007 was not material. 

Sale of Differential Membership Interests - In Decerrlber 2007, an indirect wholly-owned subsidiary of NextEra Energy 
Resources sold its Class B membership inteirests in ii  subsidiary that owns five wind facillties totaling 598 mw of wind 
generation for approximately $705 million. In exchange fi3r the cash received, the holders of the Class B membership interests 
will receive a portion of the economic attributes of the facilities, including tax attributes, for a variable period. Recognition of 
the proceeds from the sale of the differential membership interests was deferred and is recorded in other liabilities on FPL 
Group's consolidated balance sheets. The deftwed amount totaled $706 rnillion and $704 million at December 31, 2008 and 
2007, respectively, and is being recognized as an adjustment to operating expenses as the members receive their portion of 
the economic attributes. FPL Group continues io operate! and manage the wind facilities, and consolidates the entity that owns 
the wind facilities. 

. 

FPL Group - In 2004, a trust created by FPL Group sold $300 million of preferred trust securities to the public and $9 million of 
common trust securities .to FPL Group. The triust is an unconsolidated 100%-owned finance subsidiary. The trust used the 
proceeds to purchase $309 million of 5 7/8%, junior subordinated debentures maturing in March 2044 from FPL Group 
Capital. FPL Group has fully and unconditionally guaranteed the preferred trust securities and the junior subordinated 
debentures. 
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12. Common and Preferred Stock 

Earnings f e r  Share - The ireconciliation of FPL (;roup's basic and diluted earnings per share of common stock is as foliows: 

Years Ended December 31; 
2008 2007 2006 
(millions, except per share amounts) 

Numerator - net income 
Denominator: 

Weighted-average number of common shares outstanding - basic 
Restricted stock, performance share awards, options and warrants") 
Weighted-average number of common shares outstanding - assuming dilution 

Earnings per share of common stock: 
Basic 
Assuming dilution 

$ 1,639 $ 1,312 $ 1281 

400.1 397.7 393.5 
2.9 3.0 

400.6 396.5 402.7 

p - 4  

2.6 - - - PI - 
$ 4.10 
$ 4.07 

$ 3.30 $ 3.25 
$ 3.27 $ 3.23 

(;) Performance share awards are included in diluted weighted-average number of shares outJtanding based upon what would be issued If thg end of the 
reportlng period was the end of the term of the award. Restricted stock, performance share awards, options and warrants are included In diluted weighted- 
average number of common shares outstanding by applying the tt'EilSUV stock method. 

Restricted stock, performance share awards and common shares issuable upon the exercise of stock options which were not 
included in the denominator above due to their antidilutive effect were approximately 0.5 million, 0.2 million and 0.3 million for 
the years ended December 31,2008,2007 and 2006, respectively. 

On January 1, 2009, FPL Group adopted FA8B Staff Position (FSP) Emerging Issues Task Force (EiTF) No. 03-6-1 (FSP 
ElTF 03-6-l ), "Determining Whether Instruments Granted in Share-Based Payment Transactions Are Participating 
Securities." FSP EiTF 03-6-1 requires companies to treat unvested share-based payment awards that have non-forfeitable 
rights to dividends or dividend equivalents iis participating securities. Therefore, these participating securities must be 
included in the computation of earnings per share, pursuant to the two-class method described in FAS 128, "Earnings Per 
Share." The effect of the iretrospective applicaiion of FSP ElTF 03-6-1 will be a reduction of less than $0.01 per share on FPL 
Group's earnings per share, assuming dilution, for the years ended December 31,2008,2007 and 2006. 

Common Stock Dividend Restrictions - FPL (;roup's charter does not limit the dividends that may be paid on its common 
stock. FPL's mortgage securing FPL's first mortgage 'bonds contains provisions which, under certain conditions, restrict the 
payment of dividends and (other distributions to FPL Group. These restrictioris do not currently limit FPL's ability to pay dividends 
to FPL Group. 

Employee Stock Ownership Plan - The employee retirement savings plans of FPL Group include a leveraged ESOP 
feature. Shares of common stock heid by the trust for thrt employee retirement savings plans (Trust) are used to provide all or a 
portion 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 a subsidiary of FPL Group Capital. Dividends on 
shares allocated to employee accounts and used by tha Trust for debt service are replaced with shares of common stock, at 
prevailing market prices, in an equivalent amouint. For purposes of computing basic and fully diluted earnings per share, ESOP 
shares that have been committed to be released are considered outstanding. 

ESOP-related compensation expense of approximately $40 million, $35 million and $32 mlllion In 2008, 2007 and 2006, 
respectively, was recognized based on the fair walue of shares allocated to ernployee accounts during the period. Interest income 
on the ESOP loan is eliminated in consolidation. ESOFI-related unearned compensation included as a reduction of commn 
shareholders' equity at December 31, 2008 was approxirriately $100 million, representing unallocated shares at the original issue 
price. The fair value of the ESOP-related unearrred compensation account using the closing price of FPL Group common stock at 
December 31, 2008 was approximately $348 million. 
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Stock-Based Compensation - FPL Group accounts for share-based payment transactions based on grant-date fair value in 
accordance with FAS 123(R), Net income for the years ended December31, 2008, 2007 and 2006 Includes approximately 
$47 million, $39 million and $34 million, resplxtively, of compensation costs and $18 million, $15 million and $13 million, 
respectively, of income tax benefits related to stock-based compensation arrangements. Compensation cost capitalized as 
part of the cost of an asset for the year ended December 31,2008 was approximately $2 million. No compensation cost was 
capitalized in the years ended December 31, 2007 and ;!006. As of December 31, 2008, there were approximately $62 million 
of unrecognized compensation costs related to nonvestedhonexercisable share-based compensation arrangements. These 
costs are expected to be recognized over a weighted-average period of 1.6 years. For awards granted subsequent to 
December 31, 2005, cornpensation costs for awards with graded vesting are recognized on a straight-line basis over the 
requisite service period for the entire award. For awards granted prior to that date, compensation costs for awards with graded 
vesting are recognized using the graded vesting attribution method. 

At December 31, 2008, approximately 26 millicln shares of common stock were authorized and approximately 15 million were 
avallable for awards (including outstanding awards) to officers, employees and non-employee directors of FPL Group and its . 
subsidiaries under FPL Group's amended and irestated long-term incentive plan and non-employee directors stock plans. FPL 
Group satisfies restricted stock and performance share awards by issuing new shares of its common stock or by purchasing 
shares of its common stock in the open market. FPL Group satisfies stock option exercises by issuing new shares of its 
common stock and grants most of its stock options in the first quarter of each year. 

Restricted Stock and Performance Share Awards - Restricted stock typically vests within three years after the date of grant 
and is subject to, among other things, restrictions on transferability prior to vesting. The fair value of restricted stock is 
measured based upon the closing market price of FPL. Group common stock as of the date of grant. Performance share 
awards are typically payable at the end of a thiree-year performance period if the specified performance criteria are met. The 
fair value of performance share awards is estirnated based upon the closing market price of FPL Group common stock as of 
the date of grant less the present value of expected dividends, multiplied by an estimated performance multiple determined on 
the basis of historical experience, which is subsequently trued up at vesting based on actual performance. 

The activity in restricted stock and performance share awards for the year ended December 31,2008 was as follows: 

Restricted Stock: 

Granted 
vested 
Forfeited 

Nonvested balance, January 1,2008 

Nonvested balance, December 31,2008 

Performance Share Awards: 
Nonvested balance, January 1,2008 

Granted 
Vested 
Forfeited 

Nonvested balance, December 31,2008 

Shares 

1,181,812 
454,663 

(585,478) 
(94,300) 
956,697 

1,050,923 
589,999 

(535,933) 
(60,503) 

1,044,486 

Weig hted-Average 
Grant Date 
Fair Value 
Per Share 

$ 48.50 
$ 62.66 
$ 45.19 
$ 53.38 
$ 57.51 

$ 41.66 
$ 51.48 
$ 35.12 
$ 50.98 
$ 50.31 

The weighted-average grant date fair value per share of restricted stock granted for the years ended December 31, 2007 and 
2006 was $61.08 and $41.98, respectively. The weighted-average grant date fair value per share of performance share 
awards granted for the years ended December 31,2007 and 2006 was $45.04 and $34.08, respectively. 

The total fair value of restricted stock and performance share awards vested was $64 million, $51 million and $40 million for 
the years ended December 31,2008,2007 and 2006, respectively. 
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Options - Options typically vest within three years after the date of grant and have a maximum term of ten years. The exercise 
price of each option granted equals the closing market price of FPL Group common stock on the date of grant. The fair value 
of the options is estimated on the date of the grant usirtg the Black-Scholes option-pricing model and based on the following 
assumptions: 

Expected volatility 1.1 

Expected dividends 
Expected term (years) Ib) 

Risk-free rate 

1.) Based on historical experience. 
Ib) FPL Group uses the "almpllfted" method to calculate the expactad term. 

Option activity for the year ended December 31,2008 was as follows: 

Balance, January 1,2008 
Granted 
Exercised 
Forfeited 
Expired 

Balance, December 31,2008 

Exercisable, December 31,2008 

Shares 
Underlying 

Weighted- 
Average 
E:xercise 

Prim - -  
Options Per Share 
5.777.624 $ 31.72 

- 
.335;452 
(478,716) 
(47,386) 

5,037,482 

$ 64.69 
$ 28.66 
$ 61.45 
$ 29.18 
$ 33.71 

$ 30.97 

2008 - 
17.33% 
2.75% 

6 
3.24% 

2007 2006 - -  
16.60% 19.56% 
2.54% 3.40% 

6 6 
4.64% 4.60% 

.Weighted- 
Average 

Remaining Aggregate 
Contractual Intrinsic 

Term Value 
(Years) (millions) 

4.4 

4.0 

$ 99 

$ 98 

The weighted-average grant date fair value of options Elranted was $9.90, $10.96 and $7.46 per share for the years ended 
December 31, 2008, 2007 and 2006, respectively. The lotal intrinsic value of stock options exercised was approximately $17 
million, $26 million and $21 million for the years ended December 31, 2008, 2007 and 2006, respectively. 

Cash received from option exercises was approximately $14 million, $23 million and $34 million for the years ended 
December 31, 2008, 2007 and 2006, respectively. The tax benefits realized from options exercised were approximately $6 
million for each of the years ended December 3'1,2008,2007 and 2006, respectively. 

Continuous Offering of FPL. Group Common Stock - In January 2009, FPL Group entered into an agreement under which FPL 
Group may offer and sell, from time to time, FPlL Group common stock having a gross sales price of up to $400 million. As of 
February 26, 2009, FPL Group had received proceeds of approximately $40 million through the issuance of common stock 
under this agreement consisting of 760,000 shares at an ;average price of $52.10 per share. 

Other- In 2005, a wholly-ciwned subsidiary of F'PL Group completed the acquisition of Gexa Corp., a retail electric provider in 
Texas. Each share of Gexa Corp.'s outstanding commoii stock was converted into 0.1682 of a share of FPL Group common 
stock. Assuming the exercise of Gexa C0rp.k options and warrants net of cash to be received upon exercise, the aggregate 
value of the consideration for the acquisition of Gexa Corp. was approximately $73 million, payable in shares of FPL Group 
common stock. At December 31, 2008, there were Gexa C o p  options and warrants outstanding for a total of 49,030 shares 
of FPL Group common stock. 

Preferred Stock - FPL Group's charter authorizes the issuance of 100 million shares of serial preferred stock, $0.01 par value, 
none of which are outstanding. FPL's charter authorizes the issuance of 10,414,100 shares of preferred stock, $100 par value; 
5 million shares of subordinated preferred stock, no par value and 5 million shares of preferred stock, no par value, none of 
which are outstanding. 
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13. Debt 

Long-term debt consists of the following: 

FPL: 
First mortgage bonds: 

Storm-recovery bonds - maturing E013 through 2021 - 5.0440% to 5.2555% (') 
Pollution control, solid waste disposal and industrial clevelopmerrt revenue bonds - maturing 2020 through 

Unamortized discount 

Maturing 2009 through 2017 - 4.85% to 5 718% 
Maturing 2033 through 2038 - 4.95% to 6.20% 

2029 -variable, 1.3% anci 3.7% weighted-average! interest nltes, respectively IV 

Total long-term debt of FF'L 
Less current maturities of long-term debt 
Long-term debt of FPL, excluding current maturities 

FPL Group Capital: 
Debentures - maturing 2009 through 201 5 - 5.35% Bo 7 718% 

, Debentures - maturing 201 1 - variable, 2.8% 
Debentures, related to FPL Group's equity unifs - maltured 2008 - 5.551% 
Junior Subordinated Debentures - maturing 2044 thnwgh 2067 - 5 7/8% to 7.45% 
Term loans - maturing 2009 through 201 1 - variable,, 1.5% and 5.4% weighted-average interest rate, 

Japanese yen denominated iterm loan - maturing 2011 1 - variable, 3.7% b) 
Fair value swap (see Note 10) 
Unamortized premium (discount) 

respectively ('1 

Total long-term debt of FPL Group Capital 
Less current maturities of long-term debt 
Long-term debt of FPL Group Capital, excluding current miaturities 

NextEra Energy Resources: 
Senior secured limited recourse bonds - maturing 2017 through 2024 - 5.608% to 7.52% 
Senior secured limited recourse notes - maturing 20113 through 2037 - 6.31% to 7.59% 
Other long-term debt- maturing 2010 through 2022- primarily limited recourse and variable, 4.1% and 6.0% 

Canadian dollar denominated term loan - maturing 201 1 - variable, 2.3% IOJ 

Unamortized premium 

weighted-average interest rates, respectively 

Total long-term debt of NextEra Energy Resources 
Less current maturities of long-term debt 
Long-term debt of NextEra Energy Resources, ttxduding current maturities 

Total long-term debt 

$ 925 
3,440 
61 1 

633 
(35) 

5,574 
263 

5.31 1 

1,975 
250 

2,009 

1,070 
138 
21 
1 

5,464 
835 

4,629 

903 
1,702 

1,449 
128 

4,182 
289 

3,893 
$13,833 

- 

- 

- 

$ 1,125 
2,840 
652 

633 
(33) .* 

5,217 
24 1 

4.976 
- - 

1,225 

506 
2,009 

200 

(3) 
3,937 
506 

3,431 

988 
992 

1,546 

- - 

1 
3,527 
654 

2,873 
$11,280 

- 
- - 

(I) Principal on the stom-recovery bonds is due on the final maturity dale (the date by which ths prindpal must be repaid to prevent a default) for each tranche, 
however, it began being paid semiannually and sequentkilly on February I, 2008, when the first semiannual interest payment became due. 

Ib) Tax exempt bonds that penH individual bond holders tci tender the bonds for purchase at any time prior to maturity. In the event bonds are tendered for 
purchase, they would be remarketed by a designated remarketing aaent In accordance with the related Indenture. If the remarketlng Is unsuccessful, FPL 
would be required to purchase the tax exempt bonds. As of DecsmberJi. 2008, ail tax exempt bonds tendered for purchase have been successfully 
remarketed. FPL's bank revolving lines of cmdh are avalllable to support the purchase of tax axempt bonds. 
Variable rate 18 based on an underlying index plus a mangln. lnteresl rate swap agreements have been entered into for some of these debt Issuances. See 
Note 10. 

Minimum annual maturities of long-term debt for FPL Group are approximately $1,388 million, $547 million, $2,133 million, $391 
million and $1,098 million for 2009, 2010, 201 1, i!012 and 2013, respectively. The respective amounts for FPL are approximately 
$263 million, $42 million, $45 million, $48 million and $452 million. 

At December 31,2008 and December 31,2007, commercial paper and short-term borrowings had a weighted-average interest 
rate of 2.10% and 4.39% for FPL Group (0.92% and 4.41% for FPL), respectively. Available lines of credit aggregated 
approximately $6.5 billion ($4.0 billion for FPL. Group Capital and $2.5 billion for FPL) at December 31, 2008 and were 
available to support FPL's and FPL Group Capital's commercial paper programs. These facilities provide for the issuance of 
letters of credit of up to $6.5 billion. The issuance of letters of credit is subject to the aggregate commitment under the 
applicable facility. While no direct borrowings were outstanding at December 31, 2008, letters of credit totaling $316 million 
and $545 million were outstanding under the FPL Group Capital and FPL credit facilities, respectively. 

FPL Group has guaranteed certain payment obligations of FPL Group Capital, including most of those under FPL Group Capital's 
debt, including all of its debentures and commercial paper issuances, as well as most of its guarantees. FPL Group Capital has 
guaranteed certain debt and other obligations of NlextEra Energy Resources and its subsidiaries. 

90 



FPL GROUP, INC. AND FLORIDA POWER & LIGHT COMPANY 
NOTES TO CONSOL-IDATEC) FINANCIAL STATEMENTS (Continued) 

In June 2002, FPL Group sold 10.12 million 8% Corporate Units. In Connection with the 8% Corporate Units financing, FPL 
Group Capital issued $506 million principal amount of 5% debentures due February 16. 2008, which were absolutely. 
irrevocably and unconditionally guaranteed by FPL Group. During 2005, FPL Group Capital remarketed these debentures and 
the annual interest rate was reset to 5.551'%. Each 8% Corporate Unit initially consisted of a $50 FPL Group Capital 
debenture and a purchase contract pursuant to which the holder was required to purchase $50 of FPL Group common shares 
on or before February 16, 2006, and FPL Group made payments of 3% of each unit's $50 stated value until the shares were 
purchased. In February 2006, FPL Group paid approximately $48 million net to cancel approximately 4.2 million of its 8% 
Corporate Units. Also in February 2006, FPL Group issued approximately 8.7 million shares of common stock in retum for 
approximately $296 million in proceeds upon settlement of the stock purchase contracts issued in connection with the 
remainder of the 8% Corporate Units. 

Prior to the issuance of FPL Group's common stock, the purchase contracts were reflected in FPL Group's diluted earnings per 
share calculations using the treasury stock mothod. Urider this method, the number of shares of FPL Group common stock 
used in calculating diluted earnings per share was deerrled to be increased by the excess, if any, of the number of shares that I 

would be issued upon settlement of the purchase contracts over the number of shares that could be purchased by FPL Group 
in the market, at the average market price during the period, using the proceeds receivable upon settlement. 

Subsidiaries of FPL Group had the following debt issuances and borrowings from January 1,2009 through February 26,2009: 

Interest Principal Maturity 
Date Issued Company Debt Issued Rate@) Amount Date(s) 

(mlllions) 
.- 

January 2009 NextEra Einergy Resources 

January 2009 FPL Group Capital 
subsidiary 

14. Asset Retirement Obligations 

Canadian cloiiar denominated variable $ 75 2023 

'rem loan variable $ 72 201 1 
limited-nscourse senior secured term loan 

FPL Group and FPL each account for AROs and conditional AROs under FAS 143 and FIN 47. FAS 143 and FIN 47 require 
that a liability for the fair value of an ARO be recognlzecl in the period in which it Is incurred if it can be reasonably estimated, 
with the offsetting associated asset retirement costs capitalized as part of the carrying amount of the long-lived assets. The 
asset retirement cost is subsequently allocated to expense using a systematic and rational method over its useful 
life. Changes in the ARO resulting from the passage of time are recognized as an increase in the carrying amount of the 
liability and as accretion expense, which is included in depreciation and amortization expense in the consolidated statements 
of income. Changes resulting from revisions to the timirig or amount of the original estimate of cash flows are recognized as 
an increase or a decrease in the asset retiremelnt cost ard ARO. 

FPL Group and FPL have identified but not riscognized ARO liabilities related to electric transmission and distribution and 
telecommunications assets resulting from easements over property not owned by FPL Group or FPL. In addition, FPL Group 
has identified but not recognized ARO liabilities related to the majority of NextEra Energy Resources' hydro facilities. These 
easements are generally perpetual and, along with the hydro facillties, only require retirement action upon abandonment or 
cessation of use of the property or facility for its specified purpose. The ARO liability is not estimable for such easements and 
hydro facilities as FPL Group and FPL intend !to use these properties and facilities indefinitely. In the event FPL Group and 
FPL decide to abandon or cease the use of a particular easement andlor hydro facility, an ARO liability would be recorded at 
that time. 

FPL's ARO relates primarily to the nuclear decommissioning obligation of its nuclear units. FPL's AROs other than nuclear 
decommissioning are not significant. The proviisions of IFAS 143 and FIN ,47 result in timing differences in the recognition of 
legal asset retirement costs for financial reiporting purposes and the method the FPSC allows FPL to recover in 
rates. Accordingly, any differences between the ongoing expense recognized under FAS 143 and FIN 47 and the amount 
recoverable through rates are deferred in aclcordance with FAS 71. See Note 1 - Decommissioning of Nuclear Plants, 
Dismantlement of Plants and Other Accrued Asset Removal Costs. 

NextEra Energy Resources' ARO relates primarily to the nuclear decoinmissioning obligation of its nuclear plants and 
obligations for the dismantlement of its wind facilities located on leased property. See Note 1 - Decommissioning of Nuclear 
Plants, Dismantlements of Plants and Other Accrued Asset Removal Costs. 
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A rollforward of FPL Group's and FPL's ARO from December 31,2006 to December 31,2008 is as follows: 

NextEra 
Energy 

FPL Resources FPL Group 
(millions) 

-- 
Balance, December 31,2006 $ 1,572 $ 248 $ 1,820 

Other 9 9 

- (5) 1 (4) 

Liabilities settled (2) (2) 
-II) (i) (2) 
$ 1,743 

Liabilities incurred: 
Point Beach acquisition 225 225 

Accretion expense 86 21 107 
Revision in estimated cash flows - net 

Balance, December 31,2007 1,653 504 2,157 
Liabilities incurred 6 6 
Accretion expense '9 1 33 124 

Revision In estimated cash flows - net 
$ 2,283 - $ 540 - - Balance, December 31,2008 

Restricted trust funds for the payment of future expenditures to decommission FPL Group's and FPL's nuclear units included in 
special use funds on FPL Group's and FPL's coinsolidated balance sheets are as follows (see Note IO): 

NextEra 
Energy 

FPL Resources FPL Group 
(millions) 

Balance, December 31,2008 
Balance, December 31,2007 

$ 2,035 $ 789 $ 2,824 
$ 2,3171 $ 982 $ 3,353 

15. Commitments and Contingencies 

Commitments - FPL Group and its subsidiaries have made commitments in connection with a portion of their projected capital 
expenditures. Capital expenditures at FPL include, among other things, the cost for construction or acquisition of additional 
facilities and equipment to meet customer demand, as well as capital improvements to and maintenance of existing facilities. At 
NextEra Energy Resources, capital expenditures include, among other things, the cost, including capitalized interest, for 
construction of wind projects and the procuremelit of nuclear fuel. FPL FiberNet's capital expenditures primarily include costs to 
meet customer-specific requirements and sustain its fiber-optic network. 
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At December 31,2008, planned capital expenditures for 2009 through 2013 were estimated as follows: 

FPL 
Generation: (') 

Existing 
Transmission and distribution 
Nuclear fuel 
General and other 

New (bI(O1 Id) 

Total 

NextEra Energy Resource:s: 
Wind (*) 
Nuclear m 
Natural gas 
Other 

Total 

- - - - - - -  2009 2010 201 1 2012 2013 Total 
(millions) 

$ 1,350 $ 1,355 $ 760 $ 355 $ 40 $ 3,860 
430 ' 2,900 665 680 61 0 515 

61 5 865 925 930 975 4,310 
125 205 21 5 220 265 1,030 
170 290 315 300 235 1,310 -- - 

$ 2,925 $ 3,395 $ 2,825 $ 2,320 $ 1,945 $13,410 - - - - - - -  
$ 2,035 $ 20 $ 20 $ 15 $ I O  $ 2,100 

370 430 295 275 305 1,675 
105 70 75 85 50 385 
70 60 45 35 30 240 

$ 2,580 $ 580 $ 435 $ 410 $ 395 $ 4,400 
- - - - - - -  - - - - - - -  

FPL FiberNet $ 60 $ 20 S 20 S 20 20 S 140 

(8)  lndudes AFUDC of approximately $63 mllllon, $53 mllllon, $32 mllllon and $4 mllllon In 2009 to 2012, respectively. 
(bl Includes land. generating structures, transmission Intenonnectlon arid integration and llcenslng. 
IC) lndudes pre-constructlon costs and carrying charges (equal to the pretax AFUDC rate) on construction costs recoverable through the capacity clause of 

approximately $72 million. $201 mllllon, $323 mlllion, $50 mllllon and $lS million In 2009 to 2013, respectively. 
(d) Excludes captal expenditures of approximately $2.2 blllli~n for the modernization of the Cape Canaveral and Riviera power plants for the period fmm early- 

2010 (when approval by the Florida Power Plant Sltling Board (!3lting Board), comprised of the Florida governor and cabinet Is expected) through 
2013. Also excludes construction costs of approximately $2.5 blllon during the period 2012 to 2013 for the two additional nuclear unts at FPL's Turkey 
Point site. Constructbn costs will not begin until license approval Is lwcelved from the NRC, which is expected In 2012. 

Is) Includes capital expenditures for new wind projects that have been Identified and related transmlsslon. NextEra Energy Resources expects to add 
appmxlmately 1,100 mw In 2009 and 1,000 mw to 2.000 mw of new wind generation per year from 2010 through 2012. sublect to, among other things, 
continued public pollcy support. which includes, but 1s not limited to, support for the construction and availability of sufficient transmission facilities and 
capacity, and access to reasonable capital and credit mirkets. Thtt cost of the planned wind addltlons for the 2010 thmugh 2012 period is estimated to be 
approximately $2.5 billion to $4.5 billion In each year, which Is not Included in the table above!. 

M Includes nuclear fuel. 

FPL Group has guaranteed certain payment obligations of FPL Group Capital, including most payment obligations under FPL 
Group Capital's debt and guarantees. FPL Group and FPI- each account for payment guarantees and related contracts, for which 
it or a subsidiary is the guarantor, under FIN 45, which reqiiires that the fair value of guarantees provided to unconsolidated entities 
entered into after December 31, 2002 be reconjed on the balance sheet. At December 31, 2008, subsidiaries of FPL Group, 
other than FPL, have guaranteed debt service payments nslating to agreemerits that existed at December 31,2002. The terms of 
the guarantees are equal to the terms of the related debt, with remaining terms ranging from I year to 10 years. The 
maximum potential amourit of future payments that could be required under these guarantees at December 31, 2008 was 
approximately $17 million. At December 31, 2008, FPL Group did not have any liabilities recorded for these guarantees. In 
certain instances, FPL Group can seek recourse from third parties for 50% of any amount paid under the 
guarantees. Guarantees provided to unconsolidated entities entered into siubsequent to December 31, 2002, and the related 
fair value, were not material as of December 31,2008. 

Certain subsidiaries of NextEra Energy Resolurces have contracts that require certain projects to meet annual minimum 
generation amounts. Failure to meet the annual rninimuin generation amounts would result in the NextEra Energy Resources 
subsidiary becoming liable for liquidated damages. Based on past performance of these and similar projects and current 
forward prices, management believes that it is unlikely to experience a material exposure as a result of these liquidated 
damages. 
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Contracts - In addition to the planned capital expenditures included in the table in Commitments above, FPL has commitments 
under long-term purchased power and fuel contracts. FFJL is obligated under take-or-pay purchased power contracts with JEA 
and with subsidiaries of The Southern Companly (Southern subsidiaries) to pay for approximately 1,300 mw of power annually 
through mid-2010, approximately 1,330 mw annually from mid-2010 to mid-2015 and 375 mw annually thereafter through 
2021, and one of the Southern subsidiaries' contracts is subject to minimum quantities. FPL also has various firm pay-for- 
performance contracts to purchase approximately 740 inw from certain cogenerators and small power producers (qualifying 
facilities) with expiration dates ranging from August 2009 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 mntracts are subject 'to the qualifying facilities meeting certain contract conditions. FPL has various 
agreements with several electricity suppliers to purchase an aggregate of up to approximately 870 mw of power with expiration 
dates ranging from April 2009 through 2012. In general, the agreements require FPL to make capacity payments and supply 
the fuel consumed by the plants under the contracts. Fi'L has contracts with expiration dates through 2032 for the purchase 
and transportation of natural gas and coal, and storage of natural gas. 

NextEra Energy Resources has entered into !several contracts primarily lor the purchase of wind turbines and towers and 
related construction activities, approximately 461.7 billion of which is included in the planned capital expenditures table in 
Commitments above. In addition, NextEra Energy Resources has contracts primarily for the purchase, transportation and 
storage of natural gas and firm transmission service with expiration dates ranging from 2009 through 2036, as well as for the 
supply, conversion, enrichment and fabrication d nuclear fuel with expiration dates ranging from 2009 through 2018. 

The required capacity and minimum payments under the:je contracts as of December 31,2008 were estimated as follows: 

FPL 
Capacity payments: (') 

JEA and Southern subsidiaries @I 
Qualifying facilities @) 

Other electricity suppliers @) 

Minimum payments, at projected prices: 
Southern subsidiaries - energy Ib) 
Natural gas, Including transportation and storage w 
coal 

NextEra Energy Resources 

2009 2010 2011 2012 2013 Thereafter 
(millions) 

----- 
$ '220 $ 230 $ 210 $ 210 $ 210 $ 550 
$ 320 $ 290 $ 260 $ 270 $ 250 $ 2,670 
$ 5 0 $ 1 0 $ 1 0 $  5 $  - $ - 
$ 9 0 $ 4 0 $  - $  - $  - $ - 
$ 9 0 $ 6 0 $ 1 5 $  - $  - $ - $ 2,575 $ 1,400 $ 800 $ 555 $ 515 $ 4,325 

$ 1,760 $ 120 $ 75 $ 75 $ 60 $ 665 

(a) Capacity payments under these contract.?, the maJorlty of which are recoverable through the capacity clause. totaled appmxlmately $584 mllllon, $578 
mllllon and $610 mllllon for the years ended December 3'1,2008,2007 and 2006. respectlvely. 

(b) Energy payments under these contracts, whlch are recoverable through the fuel clause, totaled appmxlmately $510 mllllon, $447 mllllon and $421 mllllon, 
respectively. 

@) Recoverable through the fuel clause. 
ld) Includes termination payments primady associated with wind turbine contracts beyond 2009. 

In addition, FPL has entered into several long-term agreements for storage capacity and transportation of natural gas from 
facilities that have not yet started construction, or if staited, have not yet completed construction. These agreements range 
from 15 to 25 years in length and contain firm tnmmitmsnts by FPL totaling up to approximately $209 million annually or $5.1 
billion over the terms of the agreements. These firm c:ornmitments are contingent upon the occurrence of certain events, 
including approval by the FERC and/or completion of construction of the facilities from June 2009 to 201 1. 

lnsurance- Liability for accidents at nuclear power plants is governed by the Price-Anderson Act, which limits the liability of 
nuclear reactor owners to ,the amount of insurance available from both private sources and an industry retrospective payment 
plan. In accordance with this Act, FPL Group maintains $300 million o.f private liability insurance per site, which is the 
maximum obtainable, and participates in a secondary financial protection system, which provides up to $12.2 billion of liability 
insurance coverage per incident at any nuclear reactor in the United States. Under the secondary financial protection system, 
FPL Group is subject to retrospective assessm~snts of up to $940 million ($470 million for FPL), plus any applicable taxes, per 
incident at any nuclear reactor in the United States, payable at a rate noit to exceed $140 million ($70 million for FPL) per 
Incident per year. FPL Group and FPL are coritractually entitled to recover a proportionate share of such assessments from 
the owners of minority interests in Seabrook, IDuane Arnold and St. Lucie Unit No. 2, which approximates $14 million, $35 
million and $18 million, plus any applicable taxes, per incident, respectively. 
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FPL Group participates in nuclear insurance rnutual companies that provide $2.75 billion of limited insurance coverage per 
occurrence per site 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. F'PL Group also participates in an insurance program that provides limited coverage for replacement 
power costs if a nuclear plant is out of servicls for an csxtended period of time because of an accident. In the event of an 
accident at one of FPL Group's or another paiqicipating insured's nuclear plants, FPL Group could be assessed up to $177 
million ($103 million for FPL), plus any applicable taxe5, in retrospective premiums. FPL Group and FPL are contractually 
entitled to recover a proportionate share of such assessments from the owners of minority interests in Seabrook, Duane Amold 
and St. Lucie Unit No. 2, which approximates $2 million, 165 million and $4 million, plus any applicable taxes, respectively. 

Due to the high cost and limited coverage available from third-party insurers, FPL does not have insurance coverage for a 
substantial portion of its transmission and distribution pmperty and FPL Group has no insurance coverage for FPL FiberNet's 
fiber-optic cable located throughout Florida. Should iFPL's future storm restoration costs exceed the reserve amount 
established through the May 2007 issuance of storm-recovery bonds, FPL may recover storm restoration costs, subject to I 

prudence review by the FPSC, either through securitization provisions pursuant to Florida law or through surcharges approved 
by the FPSC. 

In the event of a loss, the amount of insurance 'available might not be adequate to cover property damage and other expenses 
incurred. Uninsured losses and other expenses, to the extent not recovered from customers in the case of FPL, would be 
borne by FPL Group and FPL and could have a material adverse effect on FPL Group's and FPL's financial condition and 
results of operations. 

Legal and Regulatory 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 US. District Court for the Northern District of Georgia against 
Georgia Power Company and other subsidiaries of The Southern Company for certain alleged violations of the Prevention of 
Significant Deterioration (PSD) provisions and 1:he New !Source Performance Standards (NSPS) of the Clean Air Act. In May 
2001, the EPA amended its complaint to allege, among other things, that 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. It also alleges that unspecified major modlfications have been made at 
Scherer Unit No. 4 that require its compliance with the aforementioned Clean Air Act provisions. The EPA seeks injunctive 
relief requiring the installation of best available control tec.hnology and civil penalties of up to $25,000 per day for each violation 
from an unspecified date after June 1, 1975 thmugh JanlJary 30, 1997 and $27,500 per day thereafter for each violation. The 
EPA further revised its civil penalty rule in February 2004, such that the maximum penalty is $32,500 per day for each violation 
after March 15, 2004. Georgia Power Company has answered the amended complaint, asserting that it has complied with all 
requirements of the Clean Air Act, denying the plaintiffs allegations of liability, denying that the plaintiff is entitled to any of the 
relief that it seeks and raising various other defenses. In June2001, a federal district court stayed discovery and 
administratively closed the case and the EPA has not yet moved to reopen the case. In April 2007, the U.S. Supreme Court In 
a separate unrelated case rejected an argument that a "major modification" occurs at a plant only when there is a resulting 
increase in the hourly rate of air emissions. Georgia Power Company has made a similar argument in defense of its case, but 
has other factual and legal defenses that are unaffected tiy the Supreme Coiurt's decision. 

In August 2001, Florida Municipal Power Agency (FMPA) filed a petition for review with the U.S. Court of Appeals for the 
District of Columbia (DC Circuit) asking the DC Circuit to reverse and remarid orders of the FERC denying FMPA's request for 
certain credits for transmission facilities owned by FIMPA members. This matter arose from a 1993 FPL filing of a 
comprehensive restructuring of its then-existing tariff strldcture. All issues in this case have been closed except for FMPA's 
request for exclusions from FPL's transmission rates of the costs of FPL's facilities that fail to meet the same integration test 
that was used to deny credits for certain FMPA ifacilities (integration test). In May 2004, FPL made a compliance filing with the 
FERC of a proposed rate schedule that does not include those FPL facilities that fail to meet the same integration test. In 
January 2005, the FERC issued an order on FPL's compliance filing and required FPL to make an additional compliance filing 
removing the cost of all radial transmission lines from tritnsmission rates, analyzing the FPL transmission system to remove 
the cost of any transmission facilities that provide only "unneeded redundancy," and calculating rate adjustments using 1993 
data rather than 1998 data. FPL made this compliance filing in April 2005, under which FPL's current rate would be reduced 
by $0.04 per kilowatt (kw) per month. In May 2005, FMPA protested FPL's compliance filing and argued that FPL's rates 
should be reduced by an additional $0.20 per Ikw per month. Any reduction in FPL's network service rate also would apply 
effective January I, 2004 to Seminole Electric C:ooperati\re Inc. (Seminole), FPL's other network customer. In February 2008, 
the FERC accepted FPL's April 2005 compliance filing in full and, in March 2008. FPL issued refunds of approximately $4 
million to FMPA and $2 million to Seminole in accordance! with the FERC's February 2008 order. Subsequently, FMPA sought 
rehearing of the FERC's February 2008 order, which was denied by the FERC in December 2008. FMPA has sought review of 
the FERC's February 2008 order at the DC Circuit. FMPA's position is that FPL's rates should be reduced by an additional 
$0.20 per kw per month, which, if upheld, would result in an additional refund obligation to FMPA of approximately $24 million, 
and approximately $14 million to Seminole, at December 31, 2008. 
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In 1995 and 1996, FPL Group, through an indirect subsidiary, purchased from Adelphia Communications Corporation 
(Adelphia) 1,091,524 shares of Adelphia common stock and 20,000 shares of Adelphia preferred stock (convertible into 
2,358,490 shares of Adelphia common stock) for an aggregate price of approximately $35,900,000. On January 29, 1999, 
Adelphia repurchased all of these shares for $149,213,1:30 in cash. On June 24, 2004, Adelphia, Adelphia Cablevision, L.L.C. 
and the Official Committee of Unsecured Creditors of Aclelphia filed a complaint against FPL Group and its indirect subsidiary 
in the US. Bankruptcy Court, Southern District of New York. The complaint alleges that the repurchase of these shares by 
Adelphia was a fraudulent transfer, in that at thle time of the transaction Adelphia (i) was insolvent or was rendered insolvent, 
(ii) did not receive reasonably equivalent value In exchange for the cash it paid, and (iii) was engaged or about to engage in a 
business or transaction for' which any property remaininli with Adelphia had unreasonably small capital. The complaint seeks 
the recovery for the benefit of Adelphia's bankruptcy estate of the cash paid for the repurchased shares, plus interest. FPL 
Group has filed an answer to the complaint. FPL Group believes that the complaint Is without merit because, among other 
reasons, Adelphia will be IJnable to demonstrate that (i) Adelphia's repurchase of shares from FPL Group, which repurchase 
was at the market value for those shares, was riot for reasonably equivalent. value, (ii) Adelphia was insolvent at the time of the 
repurchase, or (iii) the repurchase left Adelphia with unreasonably small capital. The case is in discovery and has been . 
scheduled for trial in June 2010. 

In August 2003, Pedro C. and Emilia Roig brought an action on behalf of themselves and their son, Pedro Anthony Roig, in the 
Circuit Court of the Eleventh Judicial Circuit in and for IMiami-Dade County, Florida (the state court), which was removed in 
October 2003 to the US. District Court for the Souther1 District of Florida, against Aventis Pasteur and a number of other 
named and unnamed drug manufacturing ant1 distribuiion companies and FPL, alleging that their son has suffered toxic 
neurological effects from mercury poisoning. The sources of mercury exposure are alleged to be vaccines containing a 
preservative called thimerosal that were allegedly manufactured and distributed by the drug companies, mercury amalgam 
dental fillings, and emissions from FPL power plants in southeast Florida. The complaint includes counts against all 
defendants for civil battery and against FPL for alleged negligence in operating the plants such that the son was exposed to 
mercury and other heavy metals emissions. The damages demanded from FPL are for injuries and losses allegedly suffered 
by the son as a result of his exposure to the plants' mercury emissions and the parents' alleged pain and suffering, medical 
expenses, loss of wages, and loss of their son% service:; and companionship. No amount of damages is specified. The US. 
District Court remanded the action back to the state court. The drug manufacturing and distribution companies have moved to 
dismiss the action. Plaintiffs and FPL have agrtted that FPL will not respond to the complaint until requested by the plaintiffs. 

In December 2003. Edward and Janis Shiflett brought an action on behalf of themselves and their son, Phillip Benjamin 
Shiflett, in the Circuit Court of the Eighteenth hdicial Circuit in and for Brevard County, Florida (the state court), which was 
removed in January 2004 to the U.S. District Court for tbe Middle District of Florida, against Aventis Pasteur and a number of 
other named and unnamed drug manufacturing and clistribution companies, FPL and the Orlando Utilities Commission, 
alleging that their son has suffered toxic neurological effects from mercury poisoning. The allegations, counts and damages 
demanded in the complaint with respect to FPL are Ivirtually identical to those contained in the Roig lawsuit described 
above. FPL's motion to dismiss the complaint was denied. The U.S. District Court subsequently remanded the action back to 
the state court. The state court subsequently dismissed the drug manufacturing and distribution companies from the 
action. Plaintiffs' appeal of that order is pending beforc the Florida Fifth District Court of Appeal. Plaintiffs and FPL have 
agreed that FPL will not respond to the complaint until requested by the plaintiffs. 

In October 2004, TXU Portfolio Management Company (TXU) served FPL Energy Pecos Wind I, LP, FPL Energy Pecos Wind I 
GP, LLC, FPL Energy Pems Wind II, LP, FPL Energy Pecos Wind II GFI, LLC and Indian Mesa Wind Farm, LP (NextEra 
Energy Resources Affiliates) as defendants in a civil action filed in the District Court in Dallas County, Texas. FPL Energy, 
LLC, now known as NextEra Energy Resources, was added as a defendant in 2005. The petition alleged that the NextEra 
Energy Resources Affiliates had a contractual obligation to produce and sell to TXU a minimum quantity of renewable energy 
credits each year and that the NextEra Energy IResources Affiliates failed to meet this obligation. The plaintiff asserted claims 
for breach of contract and declaratory judgment and sought damages of approximately $34 million. The NextEra Energy 
Resources Affiliates filed their answer and coiinterclaini In November 2004, denying the allegations. The counterclaim, as 
amended, asserted claims for conversion, breach of fiduciary duty, breach of warranty, conspiracy, breach of contract and 
fraud and sought termination of the contract and damages. Following a jury trial in June 2007, among other findings, both TXU 
and the NextEra Energy Resources Affiliates were found to have breached the contract. In August 2008, the judge issued a 
final judgment pursuant to 'which the contract is not terminated and neither party will recover any damages. TXU has appealed 
the final judgment to the Fifth District Court of Appeals in Dallas, Texas. 

FPL Group and FPL are vigorously defending, and believjs that they or their affiliates have meritorious defenses to, the lawsuits 
described above. While management is unable to predict with certainty the outcome of these lawsuits, based on current 
knowledge it is not expected that their ultimate resolution, individually or collectively, will have a material adverse effect on the 
financial statements of FPL. Group or FPL. 
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In February 2008, a fault occurred at an FPL substation causing a system loss of about 3,400 mw of generating capacity, 
which left approximately 596,000 FPL customers without power. Power was restored to approximately two-thirds of affected 
customers within one hour and all customers were restored within three hours. FPL‘s investigation into the root cause of the 
problem determined the fault occurred as a re!;ult of huinan error. In March 2008, the Florida Reliability Coordinating Council 
(FRCC) initiated an investigation of the event and the FE:RC opened a nonpublic formal investigation to determine whether the 
event involved any violatbns of mandatory reliability standards. The North American Electric Reliability Corporation (NERC) is 
participating in both investigations. In November 2008, the FRCC‘s event analysis team issued its final report on the outage, 
which did not identify any potential violations of NERC reliability standards by FPL. FPL provided this report to the FERC staff 
conducting the FERC investigation. Following a period of fact finding and written correspondence by and between FPL and 
the FERC enforcement staff, FPL and the FERC staff have been engaged in discussions to determine whether the 
investigation can be resolved by settlement FPL believes that, absent settlement, the FERC staff will pursue formal 
enforcement proceedings in which FPL expects the FERC may assert up to 25 or more violations of the reliability 
standards. The statutory penalty for any violation of a reliability standard is up to $1 million per day. FPL believes that, in any 
such enforcement proceeding, the FERC may ;assert that some of the alleged violations have continued from January 1.2008, 
or earlier. 

In addition to the legal proceedings and regulatory investigations discussed above, FPL Group and its subsidiaries, including 
FPL, are involved in other legal and regulatory proceedings, actions and claims in the ordinary course of their 
businesses. Generating plants in which FPL Group or FPL have an ownership interest are also involved in legal and 
pgulatory proceedings, actions and claims, the liabilities from which, if any, would be shared by FPL Group or FPL. In the 
event that FPL Group and FPL, or their affiliates, do not prevail in these legal and regulatory proceedings, actions and claims, 
there may be a material adverse effect on their financial statements. While management is unable to predict with certainty the 
outcome of these legal and regulatory proceedings, aci.ions and claims, based on current knowledge it is not expected that 
their ultimate resolution, individually or collectivlsly, will have a material adverse effect on the financial statements of FPL Group 
or FPL. 

16. Segment Information 

FPL Group’s reportable segments include FPL, a rate-regulated utility, and NextEra Energy Resources, a competitive energy 
business. 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 96%, 98% and 
97% of FPL Group’s operating revenues for the years ended December 31, 2008, 2007 and 2006. Less than 1% of operating 
revenues were from foreign sources for each of the three years ended December 31, 2008, 2007 and 2006. At December 31, 
2008 and 2007, less than 1 Oh of long-lived assets were located in foreign countries. 

FPL Group’s segment infolrmation is as follows: 

- 2008 2007 2005 
NextEra COQ. NextEral COQ. NextEra Corp. 
Energy and Energy and Energy and 

FPL Resources‘.) Other Total FPL Resources‘*’ Other Total FPL Resources‘.) Other Total - 
(millions)- - - 

Operating revenues $11,649 
Operating expenses $10,120 
Interest expanse 5 334 
interest income $ 11 
Oepreclatlon and 

amwUzation $ 795 
Equity in earnings of 

equity method 
investees $ -  

income tax expense 
(benem) ‘4 $ 443 

Net income (loss) $ 789 
Capital expenditures, 

independent power 
investments and 
nuclearfuel purchases $ 2,357 

Property. plant and 
equipment $28.872 

Accumulated depreciatlon 

Total assets $26,175 
Investment in equity 

and amortization $10,189 

methodinvestees $ - 

$ 4,570 
$ 3,275 
$ 311 
$ 27 

$ 555 

5 93 

$ 80 
$ 915 

5 2.829 

$15,258 

$ 2.771 

$ 189 

$ 17,157 

$ 191 $15,410 $11.522 
$ 190 $13,585 $10,059 
$ 158 $ 813 $ 304 
$ 3 4 s  72 0 17 

S 17 $ 1.378 $ 773 

0 - 5  93 $ - 
$ (73) $ 450 $ 451 
$ (85) $ 1,539 $ 835 

$ 40 $ 5.236 $ 2,007 

$ 288 $45,528 $27,251 

S 157 $13,117 $10,081 
$ 1,489 $44,821 $24.044 

$ 9 $ 1 9 8  $ - 

$ 3.474 $ 157 $15,253 $11,988 $ 3.558 $ 154 $15,710 
$ 2.753 $ 1W $12,980 $10,525 $ 2,803 $ 285” $13,513 
$ 312 $ 145 $ 752 $ 278 $ 259 $ 159 $ 705 
$ 40 S 3 2 0  89 $ 30 $ 25 $ 7 s  52 

$ 473 $ 15 $ 1,251 $ 787 $ 375 $ 23 $ 1.185 

$ 58 $ - $ 68 $ - $ 181“ $ - $ 181 

$ (35) $ (48) $ 368 $ 424 $ 110 $ (137) $ 397 
$ 540 $ (64) $ 1,312 $ 802 $ 510‘” $ (131)*’$ 1,281 

$ 2,981 $ 31 $ 5,019 $ 1,858 $ 1,809 $ 52 $ 3,739 

$13,534 $ 255 $41,040 $25.586 $10,224 $ 242 $35.152 

$ 2.157 $ 140 $12,388 $ 9,848 $ 1,579 S 125 $11,553 
$14,505 $ 1,574 $40,123 $22,970 $11.305 $ 1,547 $35,822 

$ 215 $ 9 $ 2 2 5  $ - $ 351 $ 9 $ 3 7 0  

(4 NextEra Energy Resources’ interest expense is basedl on a deeined capital sttuchrre of 50% debt for operating pmjects and 100% debt for pfujects under 
construction. Residual rnn-utllity Interest expense is indutied in Corporate and Other. 

m) Includes a $98 miillon ($60 million aner-tax) Impairment charge recordsd at FPL FlberNet. See iNote 5 - Corporate and Other. 
(5) includes an Indonesian pmject gain of $97 mlliion ($53 milion after-tax:l. 
(4 NextEra Energy Resources’ tax expense (benem) Includes PTCs that were recognized based on its tax sharing agreement with FPL Group. See Note 1 - Income Taxes. 
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17. Summarized Financial Information of FPL Group Capital 

FPL Group Capital, a 100% owned subsidiary of FPL Gmup, provides funding for and holds ownership interest in FPL Group's 
operating subsidiaries other than FPL. Most of 1-PL Group Capital's debt, including its debentures, and payment guarantees are 
fully and unconditionally guaranteed by FPL Group. Condensed consolidating financial information is as follows: 

Condensed Consolidating Statements of Incornis 

Year Ended Year Ended Year Ended 
December 31,2007 December31.2006 December 31,2008 - 

FPL F PL FPL FPL FPL FPL 

(Guam- Gmup Coiisdi- (Guam- Gmup Consoli- (Guaran- Group Consoii- 
tor) Capital Other'.' dated tor) Capital Other'.' dated tor) Capital Othep) d a d  

(millions) 

Givup Group F'PL Group Group FPL GmuP Oroup FPL 

Operating revern~es $ - $ 4,770 $ 11,640 $ 16,410 $ - $ :3,646 $ 11,617 $ 15,263 $ - $ 3,728 $ 11,982 $ 15,710 
Operating expenses - (3,474) (1'3,111) (13,585) - (2.926) (10,054) (12,980) (23) (3,070) (10,520) (13,613) 
Interest expense (18) (4;:) (l!;g; (8;) (19) (458) (285) (21) (428) (257) V;) 
Other income (deductlons) - net 1,663 
Income (loss) before Income 

1,322 133 (1,296) (i!? 1,292 263 (1,268) -- - -- 
taxes 1,845 861 (417) 2.089 1.303 395 (18) 1.680 1.248 493 163) 1.678 

Income tax expense (benefit) 8 2 '442' 450 . (9) (75) 452' .368 .(33) 7 423 '397 
$ 1.639 $ 859 $ (859) $ 1,639 $ 1,312 $ 470 $ (470) $ 1,312 $ 1.281 $ 486 $ (486) $ 1,281 Net income (loss) - 

(a) Represents FPL and conaoildatlng adJustments. 

Condensed Consolidating Balance Sheets 

PROPERTY, PLANT AND EQUIPMENT 
Electric utility plant in sewbe and other property 
Less accumulated depreciation and amortization 

Total property. plant and equipment - net 
CURRENT ASSETS 

Cash and cash equivalents 
Receivables 
Other 

Total curmnt assets 

Investment In subsidiaries 
Other 

OTHERASSETS 

Total other assets 
TOTAL ASSETS 

CAPITALIZATION 
Common shareholders' equity 
Long-term debt 

Total capitalization 
CURRENT LIABILITIES 

Debt due wlthin one year 
Accounts payable 
Other 

Total current liabiiltles 

Asset retirement obligations 
Accumulated deferred income taxes 
Regulatory liabilities 
Other 

OTHER LIABILITIES AND DEFER.RED CREDITS 

Total other liabilities and deferred credits 
COMMITMENTS AND CONTINGENCIES 
TOTAL CAPITALIZATION AND LIABILITIES 

December 31,2008 December 31,2007 
FPL FPL FPL FPL 

Group FPL Group Group FPL Group 
(Guam- Group Consoli- (Guam- Group Consoli- . tor) Capital Other"' dated tor) Capital Othep' dated 

(miillons) 

!b 2 $16,554 $ 28.972 $ 45,528 $ - $ 13,790 $ 27,250 $ 41,040 - (10,189) (2,928) (13,117) - (10,080) (2,308) (12,388) 
2 13.626 18,783 11,482 32,411 - 17,170 28,652 

.- .- - - 
- 414 121 535 227 63 290 

339 948 420 1,707 39 816 866 1.721 
. 19 3,150 1.016 2,115 12 529 1,227 1.768 . 358 2.378 2,656 5,392 51 1,572 2,156 3,779 

11,511 - (11,511) - 10,474 - (10,474) 
251 2,695 4,072 7,018 1,632 2,121 3,939 7,692 

11,762 2,695 (7,439) 7,018 2,121 12,106 (6,535) 7,692 
!I 12,122 $ 18,699 $ 14,000 $ 44.821 $ 12,157 $ 15,175 $ 12,791 $ 40,123 
-- - .--------  
!I 11,681 $ 3.422 $ (3,422) $ 11,681 $ 10,735 $ 3,198 $ (3,198) $ 10,735 - 6,305 4.975 11,280 
.I 11,681 11,944 1,889 25,514 10.735 9,503 1,777 22,015 

- 8.522 5,311 13,833 .- - 
- 2.217 1,036 3,253 - 1,335 1,083 2,418 - 421 641 1.062 3 495 706 1.204 . -- - 

700 1,368 2,136 68 
71 2,530 3,157 5,758 

265 867 3,374 2,222 
I 265 3,899 3,525 7,689 
.- - 

- 539 1,744 2.283 504 1,653 2,157 
(78) 1,153 3,156 4,231 367 970 2,484 3,821 - 2.880 2.880 696 - 3.255 3.951 

288 1,668 465 2,421 254 1,538 , 432 2,224 
176 3,230 , 8,212 11,818 1,351 3,142 7.857 12,350 

.- 
I- 

?; 12,122 $18.699 $ 14,000 $ 44,821 $ 12.157 $ 15,175 $ 12,791 $ 40,123 
I- - - - - - - -, 

('1 Represents FPL and consolidating adjustments. 
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Condensed Consolidating Statements of Cash Fllows 

NET CASH PROVIDED BY 
OPERATING ACTIVITIES 

CASH FLOWS FROM 
INVESTING ACTIVITIES 
Capital expenditures, 

independent power 
investments and nudear 
fuel purchases 

Capital contrlbutlon to FPL 
Sale of Independent power 

investments 
Loan repayments and capital 

dlstrlbutlons from equlty 
method lnvestees 

Fundlng of loan 
Other - net 

adMtles 
Net cash used In Investing 

CASH FLOWS FROM 
FINANCING ACTIVITIES 
Issuances oflong-term debt 
Retirements of long-term debt 
Pmceeds from purchased 

Corporate Units 
Payments to terminate 

Corporate Unb 
Net change In short-term debt 
Issuances of common stock 
Dividends on common stock 
Other - net 

Net cash provided by 
(used In) financing 
adMties 

Net Increase (decrease) In cash 

Cash and cash equivalents at 

Cash and cash equlvalents at 

and cash equhralents 

beginnlng of year 

end of year 

Year Endled Year Ended Year Ended 

FPL FPL FPL FPL FPL FPL 
Group FPL Grwp Group IFPL Grwp Group FPL Group 
(Guar- Group Consoli- (Guar- Group Consdl- (Guar- Group Consoli- 
antor) Capkal Cthe?' iiated antor) Capkal Othe+" dated antor) Capital Other" dated 

December 31,2006 December.31,2008 - December 31,2007 

( r n m i c i  - 
$ 755 $ 1.182 5 1,455 5 3,403 $ 1,031 $ 1,499 $ 1,083 $ 3,593 $ 353 $ 791 S 1,354 $ 2,498 

(87) (3,357) (2,364) (5,808) (417) 1:2,347) (1,814) (4,578) (40) (1,820) (1,947) (3,807) 

- 3338 589 3,827 - 1,959 1,230 3,199 - 2,470 838 3,408 - (1,118) (240) (1,358) - (1,816) (250) (1,866) - (1,530) (135) (1,665) 

- 210 - 210 

- (258) - (258) - 467 (529) (62) - 333 41 41 46 

(5) (875) 687 6 (6) 458 (442) 10 (42) (289) 327 26 
- (593) 

(2 333 
- 917 (69) 848 - (292) 212 

(714) - (714) (554) - (854) (593) 

(679) 2,362 967 2,650 (614) 519 750 655 (320) 1,118 601 1,399 

(a) Represents FPL and consolidating adjustments. 
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18. Quarterly Data (Unaudited) 

Condensed consolidated quarterly financial information is as follows: 

FPL GROUP: 

Operating revenues Ib1 

Operating income 
Net income *I 
Earnings per share lo) 

Earnings per share - assuming dilution In) 
Dividends per share 
High-low common stock sales prices 

- 2008 

- 2007 
Operating revenues *) 
Operating income *I 
Net income *) 
Earnings per share 
Earnings per share - assuming dilution 
Dividends per share 
High-low common stock sales prices 

FPL: - 2008 
Operating revenues *) 
Operating income Ib) 

. Net income 

- 2007 
Operating revenues Ib) 

Operating income *) 
Net income *I 

March 31 - June 30 I.) September 30 I.) December 31 1') 
(millions, except per share amounts) 

16 3,434 $3,585 $5,387 
!I 443 $ 313 $1,316 
16 249 $ 209 $ 774 
16 0.62 $ 0.52 $ 1.93 
!6 0.62 $ 0.52 $ 1.92 
!I 0.445 $0.445 $0.445 
!6 73.75-57.21 $68.98-62.75 $68.76-49.74 

!6 3,075 $3,929 $4,575 
!6 298 $ 664 $ 900 
!6 150 $ 405 $ 533 
!6 0.38 $ 1.02 $ 1.34 
!6 0.38 $ 1.01 $ 1.33 
!I 0.41 $ 0.41 $ 0.41 
16 63.07-53.72 $66.52-56.1 8 $64.20-54.61 

16 2,534 
!6 244 
!6 108 

!b 2,448 
!I 247 
!I 126 

$2,871 
$ 416 
$ 217 

$2,905 
$ 383 
$ 211 

$3,423 
$ 549 
$ 314 

$3,445 
$ 591 
$ 326 

$4,003 
$ 752 
$ 408 
$ 1.02 
$ 1.01 
$0.445 
$51.87-33.81 

$3,683 
$ 421 
$ 224 
$ 0.56 
$ 0.56 
$ 0.41 
$72.77-60.26 

$2,820 
$ 320 
$ 151 

$2,824 
$ 342 
$ 173 

(4 In the opinlon of FPL Group and FPL, all adjustments, which consist a f  normal recuning accruals necessary to present a Fair statement ofthe amounts shown for such 
periods, ham been made. Results of operations for an intisrim period (lanerally will not give a tnle indlcatlon of results for the year. 
The sum of the quarterly amounts may not equal the total ibr the year clue to rounding. 
The sum of the quarterly amounts may not equal the total ibr the year clue to rounding and changes In weightedaverage number of mmmon shares outstanding. (s) 
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Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure 

None 

Item 9A. Controls and Procedures 

Disclosure Conttuls and Pnxedures 

As of December 31, 2008, each of FPL Group and FF'L had performed an evaluation, under the supervision and with the 
participation of its management, including FPL Group's and FPL's chief executive officer and chief financial officer, of the 
effectiveness of the design and operation of each company's disclosure controls and procedures (as defined in Exchange Act Rule 
13a-l5(e) or 15d-I5(e)). Based upon that evaluation, the chief executive officer and chief financial officer of each of FPL Group 
and FPL concluded that lhe company's disclosure coni.rols and procedures are effective in timely alerting them to material 
information relating to the company and its corisolidated subsidiaries required to be included in the company's reports filed or 
submitted under the Exchange Act and ensuring that information required to be disclosed in the company's reports filed or 
submitted under the Exchange Act is accumulated and communicated to management, including its principal executive and 
principal financial officers, to allow timely decisions reganjing required disclosure. FPL Group and FPL each have a Disclosure 
Committee, which is made up of several key miinagemerlt employees and reports directly to the chief executive officer and chief 
financial officer of each company, to monitor and evaluate these disclosure controls and procedures. Due to the Inherent 
limitations of the effectiveness of any established disclosure controls and procedures, management of FPL Group and FPL cannot 
provide absolute assurance: that the objectives of their respective disclosure controls and procedures will be met. 

lntemal Control Over Financial Reporting 

Management's Annual Report on Internal Control Ovlsr Financial Reporting 

See Item 8. Financial Statements and Supplementar! Data. 

Attestation Report of lhe Independent Registered Public Accounting Fimi 

See Item 8. Financial Statements and Supplementar{ Data. 

Changes in Internal Control Over Financial Reporting 

FPL Group and FPL are continuously seeking to improve the efficiency and effectiveness of their operations and of their 
internal controls. This results in refinemerits to pmxsses throughout FPL Group and FPL. However, there has been no 
change in FPL Group's or FPL's intemal control ovt?r financial reporting that occurred during FPL Group's and FPL's most 
recent fiscal quarter that has materially aflected, or is reasonably likely to materially affect, FPL Group's or FPL's internal 
control over financial reporting. 

Item 9B. Other Information 

None 

PART 111 

Item 10. Directors, Executive Officers and Corporate Governance 

The information required by this Item will .be included under the headings "Business of the Annual Meeting," "Corporate 
Governance and Board Matters" and "Information About FPL Group and Management" in FPL Group's Proxy Statement which 
will be filed with the SEC in connection with the 2009 Annual Meeting of Shareholders (FPL Group's Proxy Statement) and is 
incorporated herein by reference, or is included in Item 1. Business - Executive Officers of FPL Group. 

Item I I. Executive Compensation 

The information required by this item will be included in FPL Group's Proxy Statement under the headings "Executive 
Compensation" and "Corporate Governance and Board Matters" and is incorporated herein by reference. 

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder 
Matters 

The information required by this item will be included in FPL Group's Proxy Statement under the heading "Business of the 
Annual Meeting" and "Infoimation About FPL Giroup and Management" and is incorporated herein by reference. 
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Item 13. Certain Relationships and Relatled Transactions, and Director Independence 

The information required t)y this item, to the extent applicable, will be included in FPL Group's Proxy Statement under the 
heading "Corporate Governance and Board Matters" and is incorporated herein by reference. 

Item 14. Principal Accounting Fees and !Services 

FPL Group - The information required by this item will be included In FPL Group's Proxy Statement under the heading 
"Audit-Related Matters" and1 is incorporated herelin by referisnce. 

FPL - The following table presents fees billed for professional services reridered by Deloitte & Touche LLP, the member firms 
of Deloitte Touche Tohmatsu, and their respective aflkliates (collectively, Deloitte & Touche) for the fiscal years ended 
December 31, 2008 and 2007. The amounts presented below reflect allocations from FPL Group for FPL's portion of the fees, 
as well as amounts billed directly to FPL. 

2007 - 2008 

Audit fees $ 2,559,000 $ 2,426,000 
Audit-related fees (b) 39,000 169,000 
Tax fees 33.000 38.000 
All other fees 
Total 

- 
$ 2,633,000 . - $ 2,631,000 

(a) Audt fees consist of fees billed for professional sewices rendered for the audit of FPL's and IFPL Group's annual consolidated financial statements for the fiscal 
year, the reviews of the financial statements lnduded in FPL's arwl FPL Gmup's Quarterly Reports on Form 1 0 4  for the fiscal year and the audit of the 
effactlveness of Internal control overflnandal reporting, coimfort letters, consents, and other services related to SEC malters, servlces in connection wlth annual and 
semlannual filings of FPL Group's flnanclal statements wlth the Japarlese Mlnistry of Finance and amuntlng consuWons to the exlent necessary for Delob 8 
Touche to fulflll its responsibility under Public Company Accountlng Onsrslght Board standards. 

(a) Audit-related fees consist of fees billed for assufance and related safi'lces that are reasonably related to the peiformance of the audk or revbw of FPL's and FPL 
Group's consolidated financial statements and are not reported under audlt fees. These fees primarily related to audits of subsidiary financial statements, comfort 
letters, consents and other services related to subsidiary (nonSEC r&strant) financing activities. audits of employee beneRt plans and consultation on acmuntlng 
standards and on ttansactlons 

(4 Tax fees consist of few billed fur professional services rendered for tax compllance. tax advice and tax plannlng. In 2008 and 2007, all tax fees paid related to tax 
cornpilance services. 

(d) All other fees consist of fees for products and sewlces otttar than the :services reported under the other named categoha. In 2008 and 2007. tham were no other 
fees Incurred In this category. 

In accordance with the requirements of Sectiori 404 of the Sarbanes-Oxley Act of 2002 (Sarbanes-Oxley), FPL Group's Audit 
Committee's pre-approval policy for services provided by the independent auditor to FPL and the Charter of the Audit 
Committee, all services performed by Deloitte & Touche are approved in advance by the Audit Committee. Audit and audit- 
related services specifically identified in an appisndix to tile pre-approval policy are pre-approved by the Audit Committee each 
year. This pre-approval allows management tal request the specified audit and audit-related services on an as-needed basis 
during the year, provided any such services are reviewed with the Audit Committee at its next regularly scheduled 
meeting. Any audit or audit-related service for which the fee is expected to exceed $250,000, or that involves a service not 
listed on the praapproval list, must be specifically approved by the Audit Committee prior to commencement of such work. In 
addition, the Audit Committee approves all services other than audit arid audit-related services performed by Deloitte & 
Touche in advance of the cornmencement of such wirk or, in cases which meet the de minirnus pre-approval exception 
established by Sarbanes-Oxley, prior to completion of the audit. The Audit Committee has delegated to the chairman of the 
committee the right to approve audit, audit-related, tax and other services, within certain limitations, between meetings of the 
Audit Committee, provided any such decision is presented to the Audit Committee at its next regularly scheduled meeting. The 
Audit committee reviews on a quarterly basis i3 schedule of all services for which Deloitte & Touche has been engaged and 
the estimated fees for those services. 
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PART IV 

Item 15. Exhibits, Financial Statement !khedulies 

(a) 1. Financial Statements 

Management's Report on Internal Control Over Financial Reporting 
Attestation Report d Independent Registered Public Accounting Firm 
Report of Independent Registered Public; Accounting Firm 
FPL Group: 

Consolidated Statements of Income 
Consolidated Balance Sheets 
Consolidated Statements of Cash Flo)ws 
Consolidated Statements of Commoin Shareholders' Equity 

FPL: 
Consolidated Statements of Income 
Consolidated Balance Sheets 
Consolidated Statements of Cash Flows 
Consolidated Statements of Cornman Shareholder's Equity 

Notes to Consolidated Financial Statements 

Page@) 

51 
52 
53 

54 
55 
56 
57 

581 
59 
60 
61 

62-1 00 

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

3. Exhibits (including those incorporated by reference) 

Exhibit FPL 
Number - Description Group FPL 

3(i)a Restated Articles of Incorporation of FPL Group filed December 31, 1984, as X 
amended through July 3,2006 

*3(i)b 

'3(i)c 

*3(i)d 

*3(i)e 

"3(i)f 

*3(i)g 

*3(i)h 

*3(i)i 

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

Amendment to FPL's Restated Articles of Incorporation dated March 23, 1992 
(filed as Exhibit 3(i)b to Form ill-K for the year ended December 31, 1993, File 

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

NO. 1-3545) 

Amendment to FPL's Restated Articles of Incorporation dated March 12, 1993 
(filed as Exhibit 3(i)d to Form 111-K for the year ended December 31, 1993, File 

Amendment to FPL's Restated Articles of Incorporation dated June 16, 1993 
(filed as Exhibit 3(i)e to Form ill-K for the year ended December 31, 1993, File 

Amendment to FPL's Restated Articles of Incorporation dated August 31, 1993 
(filed as Exhibit 3(i)f to Form 10-K for the year ended December 31, 1993, File 

Amendment to FPL's Restated Articles of Incorporation dated November 30, 
1993 (filed as Exhibit 3(i)g to Form 10-K for the,year ended December 31, 1993, 
File No. 1-3545) . 

NO. 1-3545) 

NO. 1-3545) 

NO. 1-3545) 

Amendment to FPL's Restated Articles of Incorpoiation dated January 20,2004 
(filed as Exhibit 3(i)j to Form 10-K dated December 31,2003, File No. 2-27612) 

X 

X 

X 

X 

x 

X 

x 

X 
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Exhibit FPL 
Number - Description Group FPL 

*3(i)j Amendment to FPL's Restated Articles of Incorporation dated January 20, X 
2004 (filed as Exhibit 3(i)k to Form 10-K dated December 31, 2003, File 
NO. 2-27612) 

*3(i)k Amendment to FPL's Restated Articles of lncorpoiation dated February 11, 
2005 (filed as Exhibit 3(i)m to Form 10-K for the year ended December 31,2004, 
File No. 2-27612) 

'3(ii)a Amended and Restated Bylaw; of FPL Group, as amended through October 17, 
2008 (filed as Exhibit 3(li)a to Form 1 0 4  for the quarter ended September 30, 
2008, File No. 1-8841) 

*3(ii)b Amended and Restated Bylaws of FPL, as amended through October 17,2008 
(filed as Exhibit 3(li)b 'to Form 10-Q for the quarter ended September 30,2008, 
File No. 2-27612) 

Mortgage and Deed of' Trust dated as of January 1,1944, and One hundred and 
thirteen Supplements hereto, between FPL and Deutsche Bank Trust Company 
Americas, Trustee (filed as Exhibit B-3, File No. 24845; Exhibit 7(a), File No. 
i!-7126; Exhibit 7(a), File No. 24'523; Exhibit 7(a), File No. 2-7990; Exhibit 7(a), File 
No. 2-9217; Exhibit 4(a>5, File No. 2-10093; Exhlbit4(c), File No. 2-11491; Exhibit 
4(b>l, File No. 2-12900; Exhibit 4(b>l, File No. 2-13255; Exhibit 4(b>l, File No. 
i!-13705; Exhibit 4(b>li, File No. 2-13925; Exhibit 4(b>l, File No. 2-15088; Exhibit 
4(b>l1 File No. 2-15677; Exhibit 4(b>l, File No. 2-20501; Exhibit 4(b>I, File No. 
i!-22104; Exhibit 2(c), IFile No. 2-23142; Exhibit 2(c), File No. 2-24195; Exhibit 
4(b>l, File No. 2-25677; Exhibit 2(c), File No. 2-27612; Exhibit 2(c), File No. 
i!-29001; Exhibit 2(c), IFlle 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. 2-4!3726; Exhibit 2(c), File No. 2-50712; Exhibit 2(c), 
File No. 2-52826; Exhibit 2(c), File No. 2-53272; Exhibit 2(c), File No. 2-54242; 
Exhibit 2(c), File No. 2-56228; Exhibits 2(c) and 2(d), File No. 2-60413; Exhibits 2(c) 
and 2(d), File No. 2-65701; Exhibit 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; 
Exhibit 99(a) to Post-Effective Amendment No. 5 to Form S-8, File No. 33-1 8669; 
Eshibit 99(a) to Post-Effective Amendment No. 1 to Form S-3, File No. 3346076 
Exhibit 4(b) to Form 10-K for the year ended December 31, 1993, File No. 1-3545; 
Exhibit 4(i) to Form 1 0 4  for the quarter ended June 30, 1994, File No. 1-3545; 
Ekhibit 4(b) to Form 10-Q for the quarter ended June 30, 1995, File No. 1-3545; 
Ekhibit 4(a) to Form 10-Q for thsr quarter ended March 31,1996, File No. 1-3545; 
Exhibit 4 to Form 10-C! for the quarter ended June 30, 1998, File No. 1-3545; Exhibit 
4. to Form 10-Q for the quarter ended March 31, 1999, File No. 1-3545; Exhibit 4(9 
to Form 10-K for the yf?ar ended December 31,2000, File No. 1-3545 Exhibit 4(g) 
to Form 10-K for the year ended December 31,2000, File No. 1-3545; Exhibit 4(0), 
File No. 333-102169; Exhibit 4(k.) to Post-Effective Amendment No. 1 to Form S-3, 
File No. 333-102172; E3hibA 4(1) to Post-Effective Amendment No. 2 to Form S-3, 
File No. 333-1021 72; Eixhibit 4(nn) to Post-Effective Amendment No. 3 to Form S-3. 
File No. 333-102172; Eixhibit 4(a1) to Form 10-Q for the quarter ended September 
30,2004, File No. 2-27'61 2; Exhibit 4(f) to Amendment No. 1 to Form S-3, File No. 
333-125275; Exhibit 4(:y) to Posi-Effective Amendment No. 2 to Form S-3, File Nos. 
333-1 16300,333-1 16900-01 and 333-1 16300-02; Exhibit 4(z) to Post-Effective 
Amendment No. 3 to Form S-3, File Nos. 333-1 16300,333-1 16300-01 and 
333-1 16300-02; Exhibiit 4(b) to Form 10-Q for the quarter ended March 31,2006, 
File No. 2-27612; Exhibit 4(a) to Form 8-K dated April 17.2007, File No. 2-27612; 
m i b i t  4 to Form 8-K dated October I O ,  2007, File 110.2-2761 2; and Exhibit 4 to 
Form 8-K dated January 16,2008, File No. 2-2761 i!) 

Indenture, dated as of June 1, 1!399, between FPL Group Capital and The Bank of 
New York Mellon, as Trustee (fil'ed as Exhibit 4(a) to Form 8-K dated July 16, 1999, 
File No. 1-8841) 

' 

X 

X 

X 

X 

X. 

X 
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Exhibit FPL 
Number - Description Group 

Y'ork Mellon (as Guarantee Trustee) dated as of Jurre I, 1999 (filed as Exhibit 4(b) 
to Form 8-K dated July 16, 1999, File No. 1-8841) 

Guarantee Agreement between FPL Group (as Guarantor) and The Bank of New X *4(c) 

CMcer's Certificate of FPL Group Capital, dated June 29,1999, creating the 7 318% 
Debentures, Series due June 1,2009 (filed as Exhibit 4(d) to Form 8-K dated 
July 16, 1999, File No. 1-8841) 

X 

*4( i) 

CMcer's Certificate of FPL Group Capital, dated August 18,2006, creating the 
5 518% Debentures, Series due September 1,201 1 (filed as Exhibit 4 to Form 8-K 
dated August 18,20068, File No. 1-8841) 

Clfficer's Certificate of 1-PL Group Capital dated June 17,2008, creating the 5.35% 
Debentures, Series due June IS ,  2013 (filed as Exhibit 4(a) to Form 8-K dated 
June 17,2008, File NCI. 1-8841) 

Clfficer's Certificate of FPL Groulp Capital dated June 17,2008, creating the Floating 
Hate Debentures, Series due June 17,201 I (filed as Exhibit 4(b) to Form 8-K dated 
June 17,2008, File No. 1-8841) 

Clfficer's Certificate of FPL Group Capital dated December 12, 2008, creating the 
7 718% Debentures, S,eries due December 15, 20'15 (filed as Exhibit 4 to Form 
8-Kdated December '12, 2008, File No. 1-8841) 

Indenture (For Unsecured Subidinated Debt Securities relating to Trust Securities) 
dated as of March 1,2004 among FPL Group Capital, FPL Group (as Guarantor) 
and The Bank of New York Melbn (as Trustee) (filed as Exhibit 4(au) to 
Post-Effective Amendrnent No. 3 to Form S-3, File Nos. 333-102173,333-102173- 
O i l ,  333-102173-02 ani3 333-1051173-03) 

Preferred Trust Securities Guanrntee Agreement between FPL Group (as 
Guarantor) and The Biank of New York Mellon (as Guarantee Trustee) relating to 
FPL Group Capbl Trust I, dated as of March 15,2004 (filed as Exhibit 4(aw) to 
Post-Effective Amendrnent No. :3 to Form S-3, File Nos. 333-102173.333-102173- 
01,333-102173-02 and 333-102173-03) 

Amended and Restated Trust Agreement relating to FPL Group Capital Trust I, 
dated as of March 15. 2004 (filed as Exhibit 4(at) to Post-Effective Amendment 
No. 3 to Form S-3, Fila Nos. 333-102173,333-102173-01,333-102173-02 and 333- 
1021 73-03) 

Agreement as to Expenses and Liabilities of FPL Group Capital Trust I ,  dated as of 
March 15,2004 (filed as Exhibit 4(ax) to Post-Effective Amendment No. 3 to Form 
Ii-3, File Nos. 333-102173,333-102173-01, 333-102173-02 and 333-102173-03) 

'4(m) CMcer's Certificate of IFPL Group Capital and FPL Group, dated March 15,2004, 
creating the 5 7/8% Junior Subordinated Debentures, Series due March 15,2044 
(filed as Exhibit 4(av) tlo Post-Eflective Amendment No. 3 to Form S-3, File Nos. 
333-1 021 73,333-1021 73-01,3?i3-102173-02 and 333-102173-03) 

lidenture (For Unsecured Subidinated Debt Secuirities) dated as of September 1, 
2006, among FPL Group Capital, FPL Group (as Guarantor) and The Bank of New 
York Mellon (as Trustee) (filed as Exhibit 4(a) to Form 8-K dated September 19, 
2006, File No. 1-8841) 

CXficer's Certificate of IFPL Group Capital and FPL Group dated September 19, 
2006, creating the Seflies A Enhanced Junior Subordinated Debentures due 2066 
(filed as Exhibit 4(b) to Form 8-K dated September 19,2006, File No. 1-8841) 

CMcer's Certificate of iFPL Group Capital and FPL Group dated September 19, 
2006, creating the Series B Enhanced Junior Subordinated Debentures due 2066 
(kled as Exhibit 4(c) to Form 8-K: dated September '19, 2006, File No. 1-8841) 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X '  

FPL 
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Exhibit 
Number 

*4(q) 

*4(aa) 

*lO(a) 

*10(b) 

- Description 

R.eplacement Capital Covenant dated September 19,2006 by FPL Group Capital 
and FPL Group relating to FPL C;roup Capital's Series A and Series B Enhanced 
Junior Subordinated Debentures due 2066 (filed as Exhibit 4(d) to Form BK dated 
September 19,2006, File No. 1-13841) 

Cifficer's Certificate of FPL Group Capital and FPL Group dated June 12,2007, 
creating the Series C Junior Subordinated Debentures due 2067 (filed as Exhibit 
4l(a) to Form 8-K dated June 12,2007, File No. 1-8841) 

Replacement Capital Covenant. dated June 12,200'7, by FPL Group Capital and 
FPL Group relating to FPL Group Capital's Series C Junior Subordinated 
Debentures due 2067 (:filed as Exhibit 4(b) to Form 8-K dated June 12,2007, File 

ORicer's Certificate of FPL Group Capital and FPL Group dated September 17, 
2007, creating the Serijes D Junior Subordinated Debentures due 2067 (filed,as 
Exhibit 4(a) to Form 8-I< dated September 17,2007,, File No. 1-8841) 

Cifficer's Certificate of FPL Group Capital and FPL C;roup dated September 18, 
2007, creating the Series E Junior Subordinated Debentures due 2067 (filed as 
Exhibit 4(b) to Form 8-I< dated September 17,2007,, File No. 1-8841) 

Replacement Capital Covenant, dated September 18,2007, by FPL Group Capital 
and FPL Group relating to FPL Ciroup Capital's Series D and Series E Junior 
Subordinated Debentuires due 2067 (filed as Exhibit 4(c) to Form 8-K dated 
September 17,2007, F'ile No. 143841) 

Indenture (for Securing Senior Secured Bonds, Series A), dated May 22,2007, 
between FPL Recovery Funding LLC (as Issuer) and The Bank of New York Mellon 
(as Trustee and Securities Intern-iediary) (filed as Exhibit 4.1 to Form B K  dated 
May 22,2007 and filed June 1,2007, File No. 333-141357) 

Warrant Agreement by and between Gexa Corp. and Highbridgawim Special 
Opportunities Fund, L.P., dated as of July 8, 2004, assumed by FPL Group 
effective June 17,2005 (filed by Gexa Corp. as Exhibit 4.1 to F o m  8-K dated 
Jluly 8, 2004, File No. i-31435) 

Warrant Agreement by and between Gexa Corp. and Prospect Street Ventures 
Ltd., dated as of July 119,2004, assumed by FPL Group effective June 17,2005 
(filed as Exhibit 4(d) to Form 10-Q for the quarter ended June 30, 2005, File No. 

Warrant Agreement by and between Gexa Corp. and Prospect Street Ventures I 
LLC, dated as of September 9, 2004, assumed by FPL Group effective June 17, 
2005 (filed as Exhibit 4(e) to Form 1 0 4  for the quarter ended June 30,2005, File 

Form of Warrant Agreement to Purchase Shares of Common Stock of Gexa 
Corp., dated as of November 23, 2004, assumed by FPL Group effective 
Jiune 17, 2005 (filed a:; Exhibit 4(f) to Form 10-Q for the quarter ended June 30, 
2005, File No. 1-8841 11 

FPL Group Supplemental EXeClJtiVe Retirement Plan, amended and restated 
effective January 1,2005 (Restated SERP) (filed as Exhibit 10(b) to Form 8-K 
dated December 12,2008, File No. 1-8841) 

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

NO. 1-8841) 

1-8841 ) 

NO. 1-8841) 

FPL 
Group FPL 

X 

X 

X 

X 

X 

X 

X 

X 

X X 

X X 
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Exhibit FPL 
Number - Description Group FPL 

*lO(c) Amended and Restated Supplement to the Restated SERP as it applies to Lewis 
Hay, 111 effective Janualry 1,2005 (filed as Exhibit 1O(c) to Form 8-K dated 
December 12,2008, File No. 1-13841) 

Supplement to the SERP as it applies to Lewis Hay, 111 effective March 22, 2002 
(filed as Exhibit lO(g) ti0 Form Ill-K for the year ended December 31,2001, File 

Siupplement to the Restated SERP relating to a special credit to certain executive 
officers and other officisrs effective February 15, 2008 (filed as Exhibit 1O(g) to 
Form IO-K for the year ended December 31,2007, File No. 1-8841) 

NNO. 1-8841) 

X X 

*10(d) X X 

*lO(e) X X 

X 

X 

X. 

X 

Appendix A I  and A2 (revised as of December 12,2008) to the Restated SERP 

Slupplement to the Restated SERP effective February 15,2008 as it applies to 
A,rmando Pimentel, Jr. (filed as ltxhibit lO(i) to Form 10-K for the year ended 
December 31,2007, File No. 1-13841) 

FPL Group Amended and Restated Long-Term Incentive Plan, effective 
December 12,2008 (filled as Exhibit lO(e) to Form 8-K dated December 12,2008, 
Fiile No. 1-8841) 

*lO(h) X X 

*lO(i)  FIX^ of FPL Group Amended and Restated Long-Term Incentive Plan 
Performance Share Avvard Agreement (filed as exhibit lO(a) to Form 8-K dated 
December 29,2004, File No. 1-B841) 

X X 

*lO(j) Form of FPL Group Amended arld Restated Long Term Incentive Plan Performance 
Share Award Agreemelit effectivle February 15, 2007 (filed as Exhibit lO(i) to Form 
IO-K for the year ended December 31,2006, File No. 1-8841) 

F~mn of FPL Group Amended arld Restated Long Term Incentive Plan Performance 
Share Award Agreement effectivlp February 15,2008 (filed as Exhibit lO(c) to Form 
8.K dated February 15.2008, Fib No. 1-8841) 

F I D ~  of FPL Group Amended and Restated Long-'Term Incentive Plan 
Performance Share Avmrd Agreement effective February 13,2009 

Fimn of FPL Group Amended arld Restated Long Term Incentive Plan Restricted 
Stock Award Agreement (filed as Exhibit lO(b) to Form 8-K dated December 29, 
2004, File No. 1-8841) 

Fimn of FPL Group Arriended arid Restated Long Term Incentive Plan Restricted 
Stock Award Agreement (filed as Exhibit 10 to Form 8-K dated January 28,2005, 
Fiile No. 1-8841) 

Firm of FPL Group Amended arid Restated Long Term Incentive Plan Restricted 
Stock Award Agreement effective February 15,2007 (filed as Exhibit 1 O(I) to Form 
Ill-K for the year ended December 31,2006, File No. 1-8841) 

X X 

*lO(k) X X 

X 

X 

X 

X 

*lO(n) X X 

*10(0) X X 

Fixm of FPL Group Amended arid Restated Long Term Incentive Plan Restricted 
Stock Award Agreement effective February 15, 2008 (filed as Exhibit 1 O(a) to Form 
8.K dated February 15,2008, Fil'e No. 1-8841) 

X X 

X X RDrm of FPL Group Arnended and Restated Long-Term Incentive Plan Restricted 
Stock Award Agreement effective February 13,2009 

Form of FPL Group Amended arid Restated Long Term Incentive Plan Stock Option 
Award - Non-Qualified :Stock Option Agreement (filed as Exhibit lO(c) to Form 8-K 
dated December 29,2004, File No. 1-8841) 

*10(r) X X 
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FPL 
Group FPL Description 

Form of FPL Group Amended arid Restated Long Term Incentive Plan Stock Option X X 

Award - Non-Qualified !Stock Option Agreement (filed as Exhibit 10(d) to Form 8-K 
dated December 29,2004, File No. 1-8841) 

Exhibit 
Number 

*lO(s) 

+lO(t) X X  FIX^ of FPL Group Amended arid Restated Long Term Incentive Plan Stock Option 
Award - Non-Qualified !Stock Option Agreement effective February 15,2008 (filed as 
Exhibit 10(b) to Form 8-K dated February 15, 2008, File No. 1-8841) 

F~orm of FPL Group Arnended and Restated Long 'Term Incentive Plan Stock 
Option Award - Non-Qualified Stock Option Agreement effective February 13, 
2009 

Florm of FPL Group Anisnded arid Restated Long Term Incentive Plan Deferred 
Stock Award Agreement (filed a$, Exhibit 10(dd) to Form IO-K for the year ended 
December 31,2005, File No. 1-8841) 

2007 FPL Group Annual Incentive Plan (filed as Exhibit 1 O(q) to Form 10-K for the 
year ended December 31,2006, File No. 1-8841) 

FPL Group Executive Annual lncsntive Plan as amended and restated on 
December 12,2008 (filed as Exhibit lO(a) to Form 8-K dated December 12,2008, 
File No. 1-8841) 

FPL Group Deferred Compensation Plan effective January 1, 2005 (filed as 
Exhibit 10(d) to Form 13-K dated December 12, 2008, File No. 1-8841) 

FPL Group Deferred Compensation Plan, amended and restated effective 
January I, 2003 (filed as Exhibit 10(k) to Form IO-K for the year ended 
December 31,2002, Fille No. 1-8841) 

X X 

*lO(v) X 

*lO(w) 

*lO(X) 

X 

X 

X X 

+lO(z) X X 

'I O(aa) X X FPL Group Executive Long Temi Disability Plan effective January 1, 1995 (filed as 
ExhibR lO(g) to Form 10-Kfor thse year ended December 31, 1995, File No. 1-8841) 

FPL Group Amended and Restated Non-Employee Directors Stock Plan, as 
amended and restated October '13,2006 (filed as Exhibit 10(b) to Form 10-Q for 
the quarter ended September 30,2006, File No. 1-8841) 

* 1 O( bb) X 

+lO(cc) 

*10(dd) 

FPL Group 2007 Non-Employee Directors Stock Plan (filed as Exhibit 99 to Form 
S-8, File No. 333-143739) 

Non-Employee Director Comperlsation Summary effective January 1,2009 (filed as 
Exhibit lO(a) to Form IO-Q for the quarter ended September 30,2008, File No. 

Form of Amended and Restated Executive Retention Employment Agreement 
between FPL Group and each of Lewis Hay, 111, James L. Robo, Armando J. 
Olivera, Armando Plmentel, Jr., John A. Stall, F. Mitchell Davidson, Christopher 
A,. Bennett, Robert L. IWcGrath, James W. Poppell, Antonio Rodriguez and 
Charles E. Sieving (filed as Exhibit lO(g) to Form 8-K dated December 12, 2008, 
File No. 1-8841) 

A.mended and Restated Employment Agreement with Lewis Hay, Ill dated 
December 12, 2008 (filled as Exhibit lO(q to Form 8-K dated December 12, 2008, 
File No. 1-8841) 

1-8841) 

*10(ee) X X 

X 

X Restricted Stock AwarcJ and Retisntion Agreement between FPL Group and K. 
Michael Davis dated AlJgust 28, 2008 (filed as Exhibit 10(b) to Form 10-Qfor the 
quarter ended September 30,2008, File No. 1-8841) 

Guarantee Agreement between FPL Group and FPI, Group Capital, dated as of 
October 14, 1998 (tiled as Exhibit 1O(y) to Form 10-K for the year ended 
Ciecember 31,2001, Fiile No. I-EWI) 

*10(hh) X 
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Description - 
Camputation of Ratios 

Computation of Ratios 

Subsidiaries of FPL Group 

Cansent of Independent Registered Public Accounting Firm 

Rule 13a-I4(a)!15d-l4(a) Certification of Chief Executive Officer of FPL Group 

Rule 13a-l4(ay15d-l4(a) Certification of Chief Financial Officer of FPL Group 

Rule 13a-l4(ajU5d-l4(a) Certification of Chief Executive Officer of FPL 

Rule 13a-14(a)!I5d-l4(a) Certification of Chief Financial Officer of FPL 

Section 1350 Certificatjon of FPI, Group 

Section 1350 Certificai.ion of FPI, 

FPL 
Group FPL 

X 

X 

X 

X X 

X 

X 

X 

X 

X 

X 

* Incorporated herein by reference 

FPL Group and FPL agree to furnish to the SEC upon request any instrument with respect to long-term debt that FPL Group 
and FPL have not filed as an exhibit pursuant to the exemption provided iby Item 601(b)(4)(iii)(A) of Regulation S-K. 
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FPL GROUP, INC. SIGNATURES 

Pursuant to the requirements of Section 13 or 115(d) of the Securities Exchange Act of 1934, the registrant has duly caused this 
report to be signed on its behalf by the undersigned, thereunto duly authorized. 

FPL Group, Inc. 

JAMES L. ROB0 
,James L. Rob0 

President and Chief Operating Officer 

_.- 

Date: February 26,2009 

Pursuant to the requirements of the Securities Eixchange Act of 1934, this report has been signed below by the following persons 
on behalf of the registrant and in the capacities and on the date indicated. 

Sianature and Title as of Februaw 26.2009: 

LEWIS HAY, 111 
Lewis Hay, 111 
Chairman and Chief ExeciJtive Officer 
and Director 
(Principal Executive Officer) 

ARMAND0 PIMENTEL, JR. 
Armando Pimentel, Jr. 
Executive Vice President, Finance 
and Chief Financial Officer 
(Principal Financial 0fficer:i 

Directors: 

SHERRY S. BARRAT 
Sherry S. Barrat 

ROBERT M. BEALL. II 
Robert M. Beall, II 

J. HYATT BROWN 
J. Hyatt Brown 

JAMES L. CAMAREN 
James L. Camaren 

J. BRIAN FERGUSON 
J. Brlan Ferguson 

K. MICHAEL DAVIS 
K. Michael Davis 
Controller and Chief Accounting Officer 
(Principal Accounting Ofttcer) 

OLIVER D. KINGSLEY, JR. 
Oliver D. Klngsley, Jr. 

RUDY E. SCHUPP 
Rudy E. Schupp 

MICHAEL H. THAMAN 
Michael H. Thaman 

HANSEL E. TOOKES, II 
Hansel E. Tookes, II 

PAUL R. TREGURTHA 
Paul R. Tregurtha 

TONI JENNINGS 
Toni Jennings 
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FLORIDA POWER 81 ILIGHT COMPANY SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this 
report to be signed on its behalf by the undersignled, thereunto duly authorized. 

Florida Power & Light Company 

ARMAND0 J. OLIVERA 
Armando J. Olivera 

President arid Chief Executive (Officer 
and Director 

(Principal Executive Officer) 

-- 

Date: February 26,2009 

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons 
on behalf of the registrant and in the capacities and on the date indicated. 

Sianature and Title as of Februarv 26.2009: 

ARMAND0 PIMENTEL, JR. 
Armando Plmentel. Jr. 
Executive Vice President, Finance 
and Chief Financial Officer and Director 
(Principal Financial Officer) 

Directors: 

LEWIS HAY, 111 
Lewis Hay, 111 

JAMES L. ROB0 
James L. Rob0 

ANTONIO RODRIGUEZ 
Antonio Rodriguez 

K. MICHAEL DAVIS 
K. Michael Davis 
Vice President, Accounting and Chief 
Accounting Officer 
(Principal Accounting Officer), 

JOHN A. STALL 
John A. Stall 

EDWARD F. TANCER 
Edward F. Tancer 
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Supplemental Information to be Furnished With Reports Filed Pursuant to Section 15(d) of the Exchange Act by 
Registrants Which Have Not Registered Securities Pursuant to Section 12 of the Exchange Act 

No annual report, proxy statement, form of proxy or other proxy soliciting material has been sent to securities holders of FPL 
during the period covered Iby this Annual Report on Forrri 10-K for the fiscal year ended December 31,2008. 
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Exhibit 12(a) 

FPL GROUP, INC. AND SUBSIDIARIES 
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES AND 

RATIO OF EARNINGS TO COMBlNlED FIXED CHARGES AND PREFERRED STOCK DIVIDENDS'q 

Earnings, as defined: 
Net income 
Income taxes 
Fixed charges included in the determination of net inccime, as below 
Amortization of capitalized interest 
Distributed income of equity method investees 
Less: Equity in earnings; of equity method investees 

Total earnings, as defined 

Years Ended December 31, 
2008 2007 2006 2005 2004 

(millions of dollars) 
----- 
$1,639 $1,312 $1,281 $ 901 $ 896 

450 368 397 282 272 
859 799 732 622 51 6 

15 12 I 1  11 8 
124 175 104 86 83 
93 181 124 96 

$2,994 $2,598 $2,344 $1,778 $1,679 
- 6 8 - - -  
- - - - , -  

$ 813 $ 762 $ 706 $ 593 $ 489 
28 23 15 16 16 
18 14 11 13 11 

859 799 732 622 516 
- - - - ,-~ 

Fixed charges, as defined: 
Interest expense 
Rental interest factor 
Allowance for borrowed funds used during construction 
Fixed charges included in the determination af net inccime 
Capitalized interest 55 40 18 8 43 

$ 914 $ 839 $ 750 $ 630 $ 559 

3.28 3.10 3.13 2.82 3.00 

----- 
----- Total fixed charges, as defined 

Ratio of earnings to fixed charges and ratio of earnings to combined fixed ----- charges and preferred stock dividends ('I 

(8)  FPL Group, Inc. has no preference equlty securities outstanding; the~sfore. the ratio of earnings to Rxed charges is the same as the ratio of earnings to mmbined Rxed 
charges and preferred stock dlvldends. 
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Exhibit 12(b) 

FLORIDA POWfIR & LIGHT COMPANY AND SUBSIDIARIES 
COMPUTATION 01' RATIO OF EARNINGS TO FIXED CHARGES AND 

RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND PREFERRED STOCK DIVIDENDS 

RATIO OF EARNINGS TO FIXED CHARGES 

Earnings, as defined: 
Net income 
Income taxes 
Fixed charges, as below 

Total earnings, as defined 
Fixed charges, as defined: 

. Rental interest factor 
Interest expense 

Allowance for borrowed funds used during construction 
Total fixed charges, as defined 

Ratio of earnings to fixed charges 

Years Ended December 31, 
2008 2007 2006 2005 2004 

(millions of dollars) 
----- 

$ 789 $ 836 $ 802 $ 748 $ 750 
443 45 1 424 408 409 

244 202 359 ----- $1,591 $1,612 $1,522 $1,400 $1,361 

$ 334 $ 304 $ 278 $ 224 $ 183 
7 7 7 7 8 

18 14 11 13 11 
$ 359 $ 325 $ 296 $ 244 $ 202 

4.43 4.96 5.14 5.74 6.74 

325 296 -- - 

- - - - ,-, ----- - - - - r-> 

RATIO OF EARNINGS TO COMBINED FIXED1 CHARGES 
AND PREFERRED STOCK DIVIDENDS 
Earnings, as defined: 

Net income $ 789 $ 836 $ 802 $ 748 $ 750 
' Income taxes 443 451 424 408 409 

359 325 296 244 202 Fixed charges, as below 

$1,591 $1,612 $1,522 $1,400 $1,361 
-- ----- Total earnings, as defined 

Fixed charges, as defined: 
Interest expense $ 334 $ 304 $ 278 $ 224 $ 183 
Rental interest factor 7 7 7 7 8 

18 14 11 13 11 Allowance for borrowed funds used during construction 

359 325 296 244 202 

I 
1.56 1.54 1.53 1.55 1.55 

2 
$ 359 $ 325 $ 296 $ 244 $ 204 

4.43 4.96 5.14 5.74 6.67 

(a) Florida Power B Light Company's preference equlty securities were redeemed in January 2005. For the year ended December 31,2005, preferred stock 
dividends were less than $1 miliion. Therefore, for the years ended Oecember 31,2008,2007, 2006 and 2005, the ratio of earnings to Wed charges is 
the same as the ratio of earnings to combined fixed chairges and pniferred stock dividends. 

- - - - - -  
----- Total fixed charges, as defined 

Non-tax deductible preferred stock dividends 
- Ratio of income before Income taxes to net income 

Preferred stock dividends before income taxes 

Combined fixed charges and preferred stock dividends 
Ratio of earnings to combined fixed charges and preferred stock 

- - - - - -  ----- 
----- dividends 
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Exhibit 21 

SUBSIDIARIES OF FPL GROUP, INC. 

FPL Group, Inc.’s principal subsidiaries as of December 3’1,2008 are listed below. 

Subsidiary 

1. Florida Power & Light Company (I OO%-owned) 
2. FPL Group Capital Inc (1 00%-owned) 
3. NextEra Energy Resouirces, LLCt**’ 
4. Bay Loan and Investment Banktb’ 
5. Palms Insurance Company, Limited m, 

State or Jurisdiction 
of Incorporation 

Florida 
Florida 
Delaware 
Rhode Island 
Cayman Islands 

(a) includes 398 subsidiaries that operate in the United States and 33 cubsidiaries that operate in foreign countries in the same line of business 
as NextEra Energy Resources, LLC 

C) 100%-owned subsldlary of FF’L Gmup Capital inc 
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Exhibit 23 

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

We consent to the incorporation by reference iin the follcwing Registration Statements of our reports dated February 26, 2009, 
relating to the consolidated financial statements of FPL Group, Inc. and subsidiaries (FPL Group) and Florida Power 8 Light 
Company and subsidiaries (FPL) and the effectivenes; of FPL Group's and FPL's internal control over financial reporting, 
appearing in this Annual Report on Form 10-K of FPL Grwp and FPL for the year ended December 31,2008: 

FPL Group, Inc. 
Form S-8 
Form S-8 
Form S-8 
Form S-8 
Form S-8 
Form S-8 
Form S-3 
Form S-8 
Form S-3 
Form S-8 
Form S-3 
Form S-8 

FPL Group Trust I 
Form S-3 

NO. 33-1 1631 
NO. 33-57673 
NO. 333-27079 
NO. 333-88067 
NO. 333-1 1491 1 
NO. 333-1 16501 
NO. 333-1 25275 
NO. 333-1 25954 
NO. 333-1 29482 
NO. 333-1 30479 
NO. 333-1 371 20 
NO. 333-1 43739 

NO. 333-1 37120-04 

FPL Group Trust II  

Florida Power & Light Company 

Form S-3 NO. 333-1 37120-03 

Form S-3 NO. 333-137120-07 

Florida Power & Light Company Trust I 
F O I ~  S-3 NO. 333-137120-02 

Florida Power & Llght Company Trust II 

FPL Group Capital Inc 

FPL Group Capltal Trust II 

FPL Group Capital Trust 111 

F O I ~  S-3 NO. 333-137120-01 

Form S-3 NO. 333-137120-08 

Form S-3 NO. 333-1 371 20-06 

F O I ~  S-3 NO. 333-137120-05 

DELOllTE & TOUCHE L1.P 

Miami, Florida 
February 26,2009 
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Exhibit 31(a) 

Rule 13a-14(a~)/l5d-14(a) Certification 

I, Lewis Hay, 111, certify that: 

I. 

2. 

3. 

4. 

5. 

I have reviewed this Form 10-K for the annual period ended Decembeir 31, 2008 of FPL Group, Inc. (the registrant); 

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material 
fact necessary to make the statements miade, in light of the circumstances under which such statements were made, not 
misleading with respect to the period covered by this report; 

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in 
all material respects the financial condition, results of operations and cash Rows of the registrant as of, and for, the 
periods presented in this report; 

The registrant's other Certifying officer and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act liules 13;i-I5(e) and 15d-l5(e)) and internal control over financial reporting (as 
defined in Exchange Act Rules 13a-I5(f) and 15d-I5(f)) for the registrant and have: 

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be 
designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made! known lo  us by others within those entities, particularly during the period in 
which this report is being prepared, 

Designed such internal control over financial reporting, or caused such internal control over financial reporting to 
be designed under our supervision, to provide. reasonable assurance regarding the reliability of financial reporting 
and the preparation of financial stateme'lts for external purposes in accordance with generally accepted 
accounting pnnciples; 

Evaluated the effectiveness of the registrani's disclosure controls and procedures and presented in this report our 
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered 
by this report lbased on such evaluation; andl 

Disclosed in this report any change in the registrant's internal icontrol over financial reporting that occurred during 
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that 
has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial 
reporting; and 

The registrant's other certifying officer and I have clisclosed, based ori our most recent evaluation of internal control over 
financial reporting, tci the registrant's audiitors and the audit committee of the registrant's board of directors (or persons 
performing the equivalent functions): 

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial 
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and 
report financial information; and 

Any fraud, whether or not material, that involves management or other employees who have a significant role in 
the registrant's internal control over financial reporting. 

b) 

c) 

d) 

b) 

Date: February 26,2009 

-- LEWIS HAY, 111 - 
Lewis Hay, Ill 

Chairman and Chief Executive Officer 
of FPL Group, Inc. 
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Exhibit 31(b) 

Rule 13a-14(a)/l5d-I4(a) Certification 

I, Armando Pimentel, Jr., certify that: 

1. 

2. 

I have reviewed this Form 10-K for the ainnual period ended December 31,2008 of FPL Group, Inc. (the registrant); 

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material 
fact necessary to make the statements made, in light of the circumstances under which such statements were made, 
not misleading with respect to the period covered by this report; 

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in 
all material respects the financial condttion, results of operations and cash flows of the registrant as of, and for, the 
periods presented in this report; 

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-I5(e) and 15d-I5(e)) and internal control over financial reporting (as 
defined in Exchange Act Rules 13a-I5(f)1 and 15d,-15(f)) for the registrant and have: 

a) Designed such disclosure controi!j and prricedures, or caused such disclosure controls and procedures to be 
designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated !subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared; 

Designed such internal control over financial reporting, or caused such internal control over financial reporting to 
be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting 
and the preparation of financial statements for external purposes in accordance with generally accepted 
accounting priinciples; 

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our 
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered 
by this report based on such evaluation; and 

Disclosed in t!his report any change in the registrant's internal control over financial reporting that occurred during 
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that 
has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial 
reporting; and 

The registrant's other certifying officer arid I have disclosed, based on our most recent evaluation of internal control over 
financial reporting. to the registrant's auditors and the audit committee of the registrant's board of directors (or persons 
performing the equivalent functions): 

a) All significant deficiencies and material weiaknesses in the design or operation of internal control over financial 
reporting which are reasonably likely to adversely affect the registrant's ability to record. process, summarize and 
report financial information; and 

Any fraud, whlether or not material, that invI31ves management or other employees who have a significant role in 
the registrant'!s internal control over financial reporting. 

3. 

4. 

b) 

c) 

d) 
. 

5. . 

b) 

Date: February 26,2009 

ARMAND0 PIMENTEL, JR. 
Armando Pimentel, Jr. 

-- 
Eixecutive Vice President, Finance 

and Chief Financial Officer 
of FPL Group, Inc. 
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Exhibit 31(c) 

Rule 13ia-l4(a)/I5d-l4(a) Certification 

I, Armando J. Olivera, certify that: 

1. 

2. 

3. 

4. 

5. 

I have reviewed this Form 10-K for the annual period ended December 31,2008 of Florida Power & Light Company (the 
registrant); 

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material 
fact necessary to make the statements inade, in light of the circumstances under which such Statements were made, 
not misleading with irespect to the period covered by this report; 

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in 
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the 
periods presented in this report; 

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-l5(e) and 15d-l5(e)) and internal control over financial reporting (as 
defined in Exchange Act Rules 13a-l5(f) and 15d-150) for the registrant and have: 

Designed such disclosure controls, and procedures, or caused such disclosure controls and procedures to be 
designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known ts3 us by others within those entities, particularly during the period in 
which this report is being prepared; 

Designed such internal control over financial reporting, or caused such internal control over financial reporting to 
be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting 
and the preparation of financial statements for external purposes in accordance with generally accepted 
accounting priinclples; 

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our 
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered 
by this report based on such evaluation; and 

Disclosed in this report any change in the registrant's intbrnal control over financial reporting that occurred during 
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that 
has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial 
reporting; and 

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, tlo the registrant's auditors and the audit committee of the registrant's board of directors (or persons 
performing the equiwalent functions): 

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial 
reporting which are reasonably likely to advctrsely affect the registrant's ability to record, process, summarize and 
report financial information; and 

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in 
the registrant's internal control over financial reporting. 

Date: February 26, 2009 

ARMAND0 J. OLIVERA 
Armando J. Olivera 

-- 
Presldient and Chief Executive Officer 

of Florida Power & Light Company 
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Exhibit 31(d) 

Rule 13a-14(a)/15d-l4(a) Certification 

I, Armando Pimentel, Jr., certify that: 

1. 

2. 

3. 

4. 

5. 

I have reviewed this Form 10-K for the ainnual period ended December 31, 2008 of Florida Power & Light Company (the 
registrant): 

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material 
fact necessary to make the statements made, in light of the circumstances under which such statements were made, 
not misleading with respect to the period covered Iby this report; 

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in 
all material respects the financial condition. results of operations and cash flows of the registrant as of, and for, the 
periods presented in this report; 

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-I5(e) and 15d-I5(e)) and internal control over financial reporting (as 
defined in Exchange Act Rules 13a-I5(f) and 15d-I5(f)) for the registrant and have: 

a) Designed such disclosure control:; and prcicedures, or caused such disclosure controls and procedures to be 
designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made! known to us by others within those entities, particularly during the period in 
which this report Is being prepared; 

b) Designed suclh internal control over financial reporting, or caused such internal control over financial reporting to 
be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting 
and the preparation of financial statements for external purposes in accordance with generally accepted 
accounting principles: 

c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our 
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered 
by this report based on such evaluation; and 

Disclosed in this report any change in the registrant's internal lcontrol over financial reporting that occurred during 
the registrant':; most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that 
has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial 
reporting; and 

The registrant's other certifying officer arid I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, io the registrant's auditors and the audit committee of the registrant's board of directors (or persons 
performing the equivalent functions): 

d) 

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial 
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and 
report financial information; and 

Any fraud, whether or not material, that involves management or other employees who have a significant role in 
the registrant'!; internal control over financial reporting. 

b) 

Date: February 26, 2009 

ARMAND0 PIMENTEL, JR. - -- 
Armiando Pimentel, Jr. 

Ekecutive Vice President, Finance 
and Chilef Financial Officer of 

Florida Power & Light Company 
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Exhibit 32(a) 

Siection 1350 Certification 

We, Lewis Hay, 111 and Arrnando Pimentel, Jr., (certify, pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that: 

(1) The Annual Report on Form 10-K of FPL !Group, Inc. (FPL Group) for the annual period ended December 31,2008 

(2) The information contained in the Report fairly presents, in all material irespects, the financial condition and results of 

(Report) fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and 

operations of FPL Group. 

Dated: February 26,200!3 

LEWIS HAY, 111 
Lewis Hay, 111 

Chairman and Chief Executive Officer 
of FPL Group, Inc. 

ARMAND0 PIMENTEL, JR. 
Armancio Pirnentel, Jr. 

Executive Vice IPresident, Finance and 
Chief Financial Clfficer of FPL Group, Inc. 

A signed original of this written statement required by !Section 906 has been provided to FPL Group and will be retained by 
FPL Group and furnished to the Securities and Exchangis Commission or its staff upon request. 

The foregoing certification is being furnished 63s an exhibit to the Report pursuant to Item 601(b)(32) of Regulation S-K and 
Section 906 of the Sarbanes-Oxley Act of 2002 and, accordingly, is riot being filed with the Securities and Exchange 
Commission as part of thH Report and is not to be incorporated by reference into any filing of FPL Group under the Securities 
Act of 1933 or the Securities Exchange Act of 1934 (whether made before or after the date of the Report, irrespective of any 
general incorporation language contained in such filing). 
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Exhibit 32(b) 

Section 1350 Certification 

We, Armando J. Olivera arid Armando Pimentel, Jr., certify, pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that: 

(1) The Annual Report on Form 10-K of Florida Power & Light Company (FPL) for the annual period ended 
December 31, 2008 (Report) fully complies with ihe requirements of Section 13(a) or 15(d) of the Securities 
Exchange Act of 1934; and 

(2) The information contained In the Report fairly presents, in all material respects, the financial condition and results of 
operations of FPL. 

Dated: February 26,20081 

ARMANDO J. OLIVERA 
Armarrdo J. Olivera 

President and Chief Executive Officer of 
Florida Power & Light Company 

-- 

ARMAND0 PIMENTEL, JR. 
Armanclo Pimentel, Jr. 

-- 
Executive Vice President, Finance 

and Chief f:inancial Officer of 
Florida Power & Light Company 

A signed original of this written statement required by Section 906 has been provided to FPL and will be retained by FPL and 
furnished to the Securities and Exchange Commission or its staff upon request. 

The foregoing certification is being furnished as an exhibit to the Report pursuant to Item 601(b)(32) of Regulation S-K and 
Section 906 of the Sarbanes-Oxley Act of 2002 and, accordingly, is not being filed with the Securities and Exchange 
Commission as part of the Report and is not to be incorporated by reference into any filing of FPL under the Securities Act of 
1933 or the Securities Exchange Act of 1934 (whether made before or after the date of the Report, irrespective of any general 
incorporation language contained in such filing). 
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